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On August 8, 1996, the Federal Conmunications Conmm ssion (FCC)
issued its First Report and Oder, inplementing the provisions of the
Tel ecommuni cati ons Act of 1996. On August 16, 1996, AT&T Comuni cations of
Pennsyl vani a, I nc. (AT&T) filed its petition for arbitration of an
i nterconnection agreenent with GIE North, Inc. (GIE). An Initial Arbitration
Conference was held on August 30, 1996, which resulted in the establishnent of
a procedural schedule for the reminder of this proceeding. The parties
participating in the Initial Arbitration Conference were AT&T, GIE, the Ofice
of Consuner Advocate (OCA), the O fice of Small Business Advocate (OSBA), and
the Ofice of Trial Staff (OTS).

GTE filed its response to the petition on Septenber 10, 1996. Two
(2) conferences were held on Septenber 16-17, 1996, to exam ne the issues and
determine the extent to which the parties would be able to reach an agreenent
as to any of them Suppl emrental conments and/or position statenents were
filed on Septenber 19, 1996.

Three Arbitration Hearings were held on Septenber 24-26, 1996, in
Harri sburg. AT&T, GITE and the OCA presented wi tnesses, who were subject to
Cross-exani nati on. In addition to those docunments which were assigned
speci fic exhibit nunbers, all docunments filed in this arbitration proceedi ng
were made part of the record, and can be referred to by all parties, the
Arbitrator and the Comm ssion.

GTE filed a nmotion to deny AT&T s request regarding the
i mpl enentation of the FCCs default proxy rates, and a brief in support

thereof, on Septenber 27, 1996. Post hearing briefs or menoranda on the



arbitration i ssues were filed on COctober 2, 1996.



A_GIE s Mtion

In support of its notion that this Comm ssion reject the use of
the FCC s default proxy prices in this proceeding, GIE argues that: (a) these
default proxy prices were unlawfully promul gated by the FCC, because the FCC
does not have the jurisdiction or authority to preenpt States on intrastate
costing and pricing and to require the States to use the default proxy prices;
(b) these default proxy prices are constitutionally and statutorily defective
because they do not reflect GIE s joint and commopn costs or all of GIE s
i ncrenental costs; (c) this Comm ssion would be commtting an unconstitutiona
taking of GIE s property by inposing the default proxy prices; and (d) none of
the provisions of the FCCs Order, including the default proxy prices, are yet
ef fective.

At the Septenber 16th conference in this proceeding, GIE gave
notice to the parties of its intent to file this notion. In giving this
notice, GIE referred to its position that the FCCs Order was constitutionally
and statutorily defective. At that time, | observed, as noted by the OCA and
OSBA in their respective Post Hearing Briefs, that this Comm ssion was not the
proper forum in which constitutional and statutory legality challenges could
be raised (Tr. 35). Clearly, this Comnm ssion does not have the authority to
ignore, nodify, etc., the Oder of the FCC GTE has not presented any
argunent which would lead me to conclude that ny observation was a ns-
statement of the law, or in any other way erroneous.

Wth respect to GIE s argunment that the use of the FCC s default

proxy prices would constitute an unconstitutional taking of its property, the



OCA notes, at pages 18-19 of its Post Hearing Brief, that this issue was
considered and rejected by the FCC (FCC Order of August 8, 1996, at 701).
Having reviewed the FCCs Order on this argunment, | believe that the OCA s
position is correct.

GTE s final assertion in support of its motion is erroneous. GIE
argued that the FCCs Order, including the default proxy prices, was not yet
effective. Since GIE, at page 4 of its brief in support of its notion, noted
that the FCC Order was scheduled to becone effective on Septenber 30, 1996,
its argument on this point was unpersuasive.

However, on Septenber 27, 1996, the United States Court of Appeals
for the Eighth Circuit issued a tenporary stay of the effective date of the
FCC s Order, pending its resolution of several notions seeking a permanent
stay of that Order. It is my understanding that the Court was to hear
argunents on the request for a permanent stay of the Order in October. In
Footnote 2, on page 2 of its Post Hearing Brief, AT&T expresses the opinion
that the Court will likely decide whether to grant a permanent stay of the
FCC s Order during the week of October 6, 1996, and that AT&T expects the
FCC s regulations to be finalized and binding on this Conmi ssion at the tine
it decides this matter.

The issuance of the tenporary stay of the FCCs Oder, and the
uncertainty of whether and/or to what extent the FCCs Oder of August 8,
1996, may beconme effective prior to the entry of the Commission s Oder in
this matter, present conplicating factors in the preparation of this
Recommended Deci si on. After considering this problem and noting that the

stay is tenporary in nature, it is nmy intent to make ny recommendations in



this arbitration proceeding on the bases of all the positions advanced in this

matter, including those based on the FCC s August 8, 1996 Order.

B. GIE s Threshold Legal |ssues

At pages 211 of its Brief, submitted on Cctober 2, 1996, GIE
rai sed a nunber of |egal issues, which will be discussed briefly. The first
four (4) issues raised by GIE, Part 1(A)(1)-(3), and (B) of its Brief of
October 2, 1996, have been dealt with in the preceding section and will not be
repeat ed here.

GTE seeks to have the testinobny of the OCAs witnesses, (pages 9-
10 of its brief), as well as the testinony of an AT&T witness (page 10 of its
brief), disregarded, and AT&T Exhibits 48 excluded. As to GITE s argunent
pertaining to OCA witness Mrgan, M. Mrgan s entire testinony appears at
pages 396-409 of the transcript. At the tinme of his appearance, GIE raised no
objections to his appearance and nmade no notion to strike his testinony for
the reason that the wtness qualifications to testify had not been
est abl i shed. Al though M. Mrgan was available to be questioned by GIE, it
chose not to do so. GIE nmakes the sane argument with respect to OCA witness
Caneron, noting that the witness was permitted to testify, telephonically,
over the objections of GIE My reasons for overruling the objection to the
tel ephonic testinony of this witness are found at page 633 of the transcript.

Ms. Canmeron s testinmony is found at pages 693-695. As with M. Caneron, GTE
chose not to question Ms. Canmeron. As GIE nade no objections to the |ack of
foundation or qualifications of these witnesses at the time they testified,

and nade no notion to strike their testinony for lack of qualification to



testify in this matter, this argunent is not properly raised at this tine.

AT&T Exhibit 4 is a docunent entitled: "The rates for GIE s
unbundl ed elenents should be set at the total elenment |ong-run increnental
costs of those conponents", and Attachnent 1 thereto entitled: "Further
comments of AT&T Corp. on August 9th before the Federal Comrunications
Commission in C. C. Docket No. 9645." AT&T Exhibit 5 is a portion of an
article entitled: "Local Conpetition Issues and the Tel econmuni cations Act of
1996", specifically pages 5-17 thereof. As pertains to AT&T witness Mirray s
testimony, AT&T Exhibit 6 is the Supplemental Comments filed in this
proceedi ng, specifically, pages 12-22. AT&T Exhibit 7 is a two-page printout
of the "Hatfield Model." AT&T Exhibit 8 is a single-page docunent applying
the MFS Il nethodol ogy to devel op the whol esale rates by density cell for GIE
in this matter. GIE s objections to these Exhibits, which were overrul ed, are
found at pages 443-446 of the transcript. Ms. Murray s testinony is found at
pages 419-502 of the transcript. After considering this issue and review ng
the testinony pertaining thereto, | find no basis for excluding either M.
Murray s testinmony or the Exhibits.

Next, GIE argues that its eligibility to be recognized as a "rural
t el ephone conmpany" (RTC) under the Tel ecommunications Act of 1996 should be
confirmed and determined on the record in this proceeding. Wth respect to
this argunent, | note that on June 23, 1996, the Conmission entered its Order
in Re Inplenentation of the Telecomunications At of 1996, Docket No. M
00960799. The Conmission s discussion of the "rural telephone conpany
exenption" and its application to Pennsylvania ILECs is found at pages 10-18

of that Order. Thereafter, a nunber of telephone utilities filed petitions



for reconsideration of that Order, including GIE, which filed its petition on
July 8, 1996. On Septenber 9, 1996, the Conmission entered its Order on the
petitions for reconsideration of its June 23, 1996 Order, at MO00960799. At
pages 10-11 of the Septenber 9, 1996 Oder, the Commi ssion specifically
rejected GIE s position that it was entitled to "partial RTC status" for its
"Contel" and "Quaker State" study areas. |In its COctober 2, 1996 Brief in this
proceedi ng, GTE notes that it filed, on Septenber 23, 1996, a petition for
reconsi deration of the Comm ssion s Septenber 9, 1996 Order. In light of the
facts that the Conmi ssion specifically rejected GIE s claim of partial RTC
status, and the filing of GIE petition for reconsideration of that
determi nation, no recomendation will be nade herein concerning this issue.

Lastly, GITE argues that it was denied a full and fair opportunity
to present its case because the arbitration hearings were limted to three
days. At the Initial Arbitration Conference, held on August 30, 1996, counsel
for GIE noted that both it and AT&T proposed three (3) days for the
arbitration hearings, 1[.e., Septenber 24-26, 1996 (Tr. 5-6; prehearing
menor anda of AT&T and GTE). In light of the parties agreenent on this point,
the Initial Arbitration Oder, issued on August 30, 1996, schedul ed the days
of Septenber 24-26, 1996, as the days for the arbitration hearings. Thus, all
parties, including GIE, knew well before the commencenent of the hearings,
that only three days were set aside for such hearings. Noting the relatively
sl ow pace of the hearings, | made the follow ng observation after the |uncheon
recess on Septenber 25, 1996 (Tr. 530):

Before we continue with M. Sidak s testinony | just

want to make an observation that tonorrow is the |ast

day we have for hearings in this case. So | hope the

pace picks up, because tonorrow, no later than 5:00
p.m, we are going to be finished. And what ever has



not been presented then will just be taken care of on

the basis of the positions submitted by the various

parties and the argunents that they make in their post

hearing subm ttals.

At the commencenent of the hearings, at 9:00 a.m on Septenber 26,
1996, GIE expressed its concern that it wll not have been given a fair
opportunity to present its case, and that it was prepared to continue the
proceeding as long as necessary, into the evening or again on Septenber 27
1996 (Tr. 629). At the conclusion of the hearing of Septenber 26, 1996, al
docunents submitted by the various parties, which had not been assigned a
specific exhibit nunber, were nmmde part of the record, and the parties
i nstructed on how to refer to such docunents in their post hearing submttals.

Inasnuch as this is an arbitration proceeding, as opposed to litigating a

traditional case before the Commission, | believe that, by making al
remai ni ng docunents part of the record and permitting all parties to refer to

and utilize the sane in their post hearing argunents, no party has been denied

the full and fair opportunity to present its case.

C__Pricing Issues
1. \Wolesale Discount Rate
The positions taken by AT&T and GIE with respect to this issue
clearly denonstrates the deep division between them reflecting the differing
| egal positions each has adopted.
It is AT&T s position, under Paragraphs 911 and 912 of the FCCs
Order, that the wholesale price is to be based on a fornula of retail price
m nus avoi ded costs, and that the FCC has interpreted the statutory avoided

cost | anguage to nmean those costs which would no | onger be incurred by an I LEC



if it were to cease retail operations and provide all of its services through
resellers. Based on Paragraphs 917-920 and 928 of the FCCs Oder, AT&T
subm tted an avoided cost study in this proceeding which treats the foll ow ng
direct costs of serving custoners, plant specific and non-plant specific

expenses as avoi dable in the percentages indicated:
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. E :
Cust oner Service Costs (Acct. 6623)--90%
Product Managenent Costs (Acct. 6611)--67%
Sal es Costs (Acct. 6612)--100%
Call Conpletion Costs (Acct. 6621)--100%
Nunber Service Costs (Acct. 6622)--48%
I i it
Operator Systens Expense--100%
Operation Testing (Acct. 6533) and Plant Adm ni stration

Expenses (Acct. 6534)--20%

In addition, AT&T developed an indirect allocation expense factor
to determine the percentage of the following indirect expenses that would be
avoi ded by GTE in a whol esal e environnent:

General Support Expenses (Accts. 6121-6124)

Executive and Pl anning (Accts. 6711-6712)

General and Administrative (Accts. 6721-6728)

AT&T calcul ated the factor by dividing its clainmed GIE direct avoi ded costs hy
GTE s total direct costs. The resulting factor for deterni ning the percentage
of these indirect costs that would be avoided is 18.7% Wth respect to
Uncol | ecti bl es Expense (Acct. 5301), AT&T calculates that 90% of such costs
wi |l be avoided by GTE

On the basis of its avoided cost study, AT&T clains that the
whol esal e discount rate should be set at 28.6% exclusive of the G oss
Recei pts Tax plus any "cost onsets" that GIE may incur. AT&T Post Hearing
Brief, pages 10-32.

GTE al so submitted avoi ded cost studies. The studies subntted by
GTE do not follow the nethod outlined by the FCC in its Order. Rat her, GITE
asserts the studies are consistent with the |anguage of Section 252(d)(3) of

the Tel ecomunications Act of 1996, in that the studies identify only those

costs which will actually be avoided by providing whol esale service to AT&T.
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It is GTE s position that this recognizes the reality of conpetition that wll
devel op under this Act, in that it will be a provider of both whol esale and
retail services. Thus, according to GIE not all of the costs identified by
AT&T will be avoided, and certainly not in the percentages cal cul ated by AT&T.

Li ke AT&T, GIE also calculated a factor to determne the
percentage of indirect costs that would al so be avoi ded. However, its nethod
of calculating this factor differs from the one used by AT&T. To calculate
this factor, GIE divided the total direct costs that it identified as actually
bei ng avoided by its total costs (direct and indirect).

Based on its nmethod of <calculating the avoided costs, GIE s
Pennsyl vani a-specific study (GIE Ex. 2B) indicates that the whol esal e di scount
rate for GIE should be 10.16% Its Pennsyl vani a-specific cost study for
Contel (GIE Ex. 3B) indicates that the wholesale discount rate for Contel
shoul d be 10.96% Additionally, GTE submitted an analysis of the MI ARMS
nodel used by the FCC (GITE Ex. 4). According to GIE, this indicates that the
maxi mum whol esal e di scount rates that should be allowed are 14.5% for GIE and
15.7% for Contel. Al though GTE does not specifically indicate, it appears
that these cal cul ated whol esal e rates are exclusive of the Gross Receipts Tax.

GTE Brief of October 2, 1996, pages 12-17.

The OCA criticizes AT&T s calculation of the whol esal e discount
rate by noting that AT&T s cal cul ati on of the whol esal e di scount rate deviates
from the FCCs nethod in, at least, two respects. First, AT&T derived its
indirect cost allocation factor by dividing its total calculated avoided
direct costs by GIE s total direct cost, whereas the FCCs method is to derive

this factor based on the ratio of total direct avoided costs to total

12



expenses. Second, AT&T treats certain maintenance expenses as direct avoided
costs, even though such expenses were deened not to be avoided by the FCC

The OCA also criticizes GIE s calculation of this rate. According
to the OCA, GIE s national avoided cost studies deviate fromthe FCC s ARM S-
based avoi ded cost nodel. The approach of GIE s national study is to identify
those costs that would be avoided when GIE s Pennsylvania services are
provided at wholesale rather than retail, and, thus, focuses on the
distribution Ievel. This study identifies the costs associated with the
retail activities of five service categories, ranging from5.5% to 15.3% and
devel ops a conposite "weighting" to calculate the national 7% wholesale
di scount rate for GIE

As to GIE s Pennsylvania-specific avoided cost study which
cal cul ates the wholesale discount rate of 10.16% for GIE and 10.96% for
Contel, the OCA asserts that this study understates the discount for a nunber
of reasons. First, the Pennsylvania-specific study is based on a nodified
version of the national study, which excludes at |east one category of costs.

Second, it includes m scell aneous revenues, but does not exclude any costs

associated with such revenues as being avoided. Third, it fails to include
depreci ati on expense in the calculation of the overhead avoi ded cost factor

To determine an appropriate wholesale discount rate for this
proceedi ng, the OCA prepared an analysis of GIE s avoided cost study, using
the guidelines set forth by the FCC. The nmethod used to prepare that analysis
is found at pages 7-8 of the OCA s Supplenental Filing, and the results are
presented in Schedule 2 of the OCAs Supplenental Filing. For this

proceedi ng, the OCA cal cul ates a whol esal e discount rate of 19.87% exclusive

13



of the Gross Receipts Tax.

The OIS submits that the wholesale discount rate for this
proceedi ng should be within the FCC interim default range. As noted by the
OTS the FCC default range for the whol esale discount rate is between 17% and
25% below retail rate levels. The OTS has not suggested a specific percentage
within this range that should be used in this proceeding. OTS Post Hearing
Brief, pages 6-7.

In its Post Hearing Brief, the OSBA repeats its support for the
use of the FCC default proxy rates for all pricing issues in this, as well as
ot her arbitration proceedi ngs under the Tel ecommuni cati ons Act of 1996.

Having reviewed and considered the positions of the parties on
this issue, | reconmend that the whol esale discount rate for this arbitration
proceeding be set at 19.87% exclusive of the Goss Receipts Tax, as
cal cul ated by the OCA In my opinion, the OCA calculation of this rate is
nore consistent with the guidelines of the FCC than either of the calcul ations

subm tted by AT&T or GIE.

) | prici

According to AT&T, there are only two (2) nethods by which the
rates for the unbundled network elenments can be set under the FCC s Order.
The first nmethod is by using a state-conm ssion reviewed and approved cost
study that conplies in all respects with the TELRIC nethod contained in the
FCC s Order. The second nethod is to utilize the default proxy prices
contained in the FCCs Order, on an interim basis, until such time as this

Conmi ssion can conplete its review of a proper TELRI C study. Al t hough AT&T

14



believes the Hatfield Model is a proper nethod for performng a TELRIC study,
it advocates the wuse of the FCC default pricing proxies as a faster,
adm nistratively sinpler and | ess costly approach to establishing prices on an
interimbasis. Wth respect to the cost studies submtted by GIE, AT&T argues
that they should be rejected. First, GIE s clainmed TELRI C/ TSLRI C studi es do
not conply wth the FCCs standards. Second, GIE s Market determ ned
Ef ficient Conponent Pricing Rule (M ECPR) had been considered and rejected hy
the FCC. For these reasons, AT&T urges the use of the FCC default pricing
proxi es. AT&T Post Hearing Brief, pages 35-44.

It is GIE s position that the rates for these elenments should be
set, not at the FCC default pricing proxies, but on the basis of the TELRIC
study it submitted in this proceeding, including a reasonable allocation of
joint and comon costs. In this regard it is asserted that the TELRIC study
is forward-looking in nature and is consistent with the Tel ecommuni cati ons Act
of 1996. GTE notes that its pricing method, the MECPR, permts conpetition
to develop, but creates "stranded investnent" that it is entitled to recover
under the Federal and state constitutions. GTE Brief of OCctober 2, 1996
pages 18-27.

It is the position of the OCA that, under the FCCs Order, the
rates for the various unbundl ed el ements must not exceed the TELRIC for that
element, plus a reasonable allocation of forward-looking compn costs
("markup"). According to the OCA, the FCC also inposed two conditions on the
al l ocation of common costs. First, the sum of the TELRIC and the "reasonabl e
al l ocation" of conmon costs cannot exceed the stand-al one cost of producing

the element. Second, the sumof the allocations for all elenments and services
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(excluding retail costs) nust equal the total forward-| ooking costs
attributable to operating the ILECs total network. The OCA proposes that the
Conmi ssion establish a markup for unbundled |oops that is no greater than the
mar kup which a LEC realizes on its nbst conpetitive network services. Noting
that the necessary cal cul ati ons have not been made for GIE, the OCA suggests
the use of an allocation factor to determne the extent of any markup on the
basis of information pertaining to two (2) ILECs in California and information
submtted in the AT&T/Bell arbitration proceeding. OCA Suppl enental Filing,

pages 8-13.

a.  Unbundled Network Elenments
L. Unbundled Loop Rates
The FCC default pricing proxy for the unbundled loop rate is
$12.30 on a statewi de "wei ghted" average, for Pennsylvani a.
AT&T does not propose using the FCC default pricing proxy
directly. Rat her, AT&T proposes that the unbundled loop rates be set in a
manner simlar to the nethod used to deternmine those rates in the MS |1
proceedi ng. AT&T developed a ratio between the FCC proxy of $12.30 and the
rates in MFS II. It then applied the ratio to the MFS Il rates, and assuned

that all of GTEs lines are within density cells 3 and 4. On this basis, AT&T

proposes the following Iocal |oop rates for this arbitration
Density Cell 1 $ 7.45
Density Cell 2: $ 8.60
Density Cell 3 $11.76
Density Cell 4 $15. 10

According to AT&T, this produces a statewi de "weighted" average for GIE of

$12.29, and, thus, conplies with the FCC Order. AT&T Post Hearing Brief, page

16



45.

GTE, utilizing its "TELRIC/ TSLRIC' study together with its M ECPR
proposes that the rate for its proposed 2-wire unbundl ed | oop be set at $27.17
for this arbitration. GIE Brief of October 2, 1996, page 20.

The OCA, wusing information subnmtted by Bell in the MS Il
proceedi ng, and assuming that GIE would have lines in all four density cells,

proposes the follow ng | ocal |oop rates:
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Density Cell 1: $ 7.80
Density Cell 2: $ 9.00
Density Cell 3: $12. 31
Density Cell 4: $15.81

According to the OCA, this produces a statew de "wei ghted" average of $12.30.
OCA Suppl enental Filing, pages 18-20.

The OTS specifically proposes use of the FCC default pricing proxy
of $12.30, without any of the adjustnents or cal cul ations used by AT&T, GTE or
the OCA. OIS Post Hearing Brief, pages 7-9.

I recomend that the local loop rates be set in the manner
proposed by the OCA. In ny opinion, the OCA has presented the npst reasonabl e

calculation of the rates for this elenment of the unbundl ed network.

. [ , LD

It is AT&T s position that the interimrate for the unbundled NID
shoul d be set at $0.59 per minute. According to AT&T, this rate is based on
the Hatfield Mobdel s results for GIE in Pennsylvania, and will appropriately
conpensate GIE for the actual costs of the N D. The testinony of AT&T s
witness on this point is that the inputs upon which the Hatfield Mdel s
result is based appear to result in a conservatively high estimate of GIE s
increnental cost for the NID. AT&T Post Hearing Brief, page 48.

GTE s position is that the Hatfield Model is unreliable and should
not be considered in setting rates for the unbundled network elenents.
Rat her, GTE asserts that the rates for these elenents should be set using its
TELRI C/ TSLRIC studies, which it submtted in this arbitration proceeding.
Additionally, GIE argues that it has denopbnstrated that the FCC proxy pricing

rates are inappropriate because they fail to recover GIE s costs. For the
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NID, GTE proposes a rate of $1.50 per mnute, which is 10% above its
TELRI C/ TSLRI C studies. GIE Brief of October 2, 1996, pages 18-21

The time period available to conduct this arbitration proceeding
has not been sufficient to permt a thorough analysis of the TELRIC/TSLRIC
studi es submitted by GIE. Thus, as an interim rate, | recommend that the
price for the unbundled NID be set at $0.59 per mnute. As noted by the OTS
(OIS Post Hearing Brief, page 9), permanent rates, based on an approved

TELRIC, can be set at the conclusion of the Conm ssion s analysis of the cost

st udi es.
- i .
At pages 46-47 of its Post Hearing Brief, AT&T argues that GIE s
proposed non-recurring charges be rejected. According to AT&T, the rates

proposed by GTE significantly overstate the actual costs that GIE may incur in
provi si oni ng unbundl ed network elenments to CLECs, such as AT&T. Thus, AT&T
requests that GTE should be required to conplete a new study and propose rates
for non-recurring charges that conply with the FCC Oder as quickly as
possi bl e.

| note that GIE Exhibit 15, a pages 4 and 8, contain proposed
rates for non-recurring charges for GIE and Contel, respectively. Al t hough
GTE references this Exhibit at page 22 of its Brief of October 2, 1996, that
reference appears to be in the context of its position on a "bill and keep"
arrangenent . I could not find any specific argunent in GIE s brief that the
proposed rates for non-recurring charges contained in this Exhibit be accepted

for an interconnection agreenent with AT&T.
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I decline to recommend the proposed rates for non-recurring
charges set forth at pages 4 and 8 of GIE Exhibit 15. On an interim basis,
recommend that the costs of non-recurring charges be borne by GIE, at its
initial cost and expense. Permanent rates for non-recurring charges can be
i mpl enented at the conclusion of the Commission s analysis of an approved
TELRI C study. AT&T would then be required to reinburse GIE for the costs of
such non-recurring charges, which had initially been borne by GIE, at its

initial cost and expense.

. i I
For the cost of dedicated transport, AT&T proposes using the FCC
default proxy price, which is the ceiling of GIE s existing interstate rates.
GTE proposes that its Interstate Dedicated Transport rates be used to price
this item Although neither party specifically addressed this matter in their
respective briefs, there does not appear to be any significant difference in
their positions.
Accordingly, I reconmend, on an interim basis, that the
i nterconnecti on agreenent set the rate for dedicated transport at the ceiling
of GTE s interstate rates for this service.
v. Common Transport
AT&T proposes the rates for commopn transport be set at the FCC
default pricing proxy, which is the ceiling, based on the weighted average of
GTE s interstate DS1 and DS3 rates. GTE proposes that the rates for comon
transport be the same as its Interstate Common Transport rates. As with

dedi cated transport, this nmatter was not specifically addressed by these
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parties in their respective briefs.

Accordingly, I reconmend, on an interim basis, that the
i nterconnection agreenent set the rates for conmmon transport at the ceiling of
GTE s interstate rates for this service, based on the weighted average of

GIE s interstate DS1 and DS3 rat es.

AT&T proposes the use of the FCC default pricing proxy for
signaling, which is the ceiling of GIEs interstate rates. I could not find
any specific reference to this matter in GIE s Brief of October 2, 1996, or
any Exhibit of GIE proposing a different rate.

Accordingly, I reconmend, on an interim basis, that the
i nterconnection agreenent set the rate for signaling at the ceiling of GIE s

interstate rates.
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b. Interconnection Rates
L. End Ofice Call Conpletion And Local Switching

AT&T proposes that the FCC s pricing proxy range of $0.002-%$0.004
per mnute be used to set interimrates for both end office call conpletion
and the traffic-sensitive charge for local switching, until such time as the
Conmi ssi on establishes permanent rates based on an approved TELRIC study. It
specifically proposes, as an interimrate, the nmd-point of the FCCs default
pricing proxy range, or $0.003 per mnute. According to AT&T, the FCCs
default pricing proxy range nost nearly approximtes GIE s actual costs of
provi di ng those services. AT&T opposes the use of GIE s interstate sw tched
access rates for call term nation because, according to AT&T, those rates nark
a significant departure from the requirenents of the Tel ecommunications Act
for cost-based rates. AT&T Post Hearing Brief, pages 48-50.

It is GIEs position that the rates for interconnection and
unbundl ed el enents should be based on the TELRIC studies it subnmitted in this
arbitration proceeding. According to GIE, using its TELRIC studies to set
these rates will enable GIE to recover its costs, plus a reasonable profit.
Wth respect to rates for transport and termination of local traffic, GIE
asserts that the appropriate rates are those contained in its interstate
access tariff. GIE Brief of October 2, 1996, pages 24-26.

At pages 5-6 of its Post Hearing Brief, the OIS states its support
for the use of the md-point of the FCCs default pricing range of $0.003 per
mnute, to set the interimrates for these services.

There is no qestion that the rates proposed by GIE for these

services are substantially higher than suggested by the FCC s default pricing

22



proxy range, and the specific rate proposed by both AT&T and the OIS. G ven
the significant differences in the rates proposed for these services by AT&T
and GTE, | believe the positions of the OIS and AT&T, that the default pricing
proxi es be used to set interimrates, are the nore reasonabl e approach.
Accordingly, | reconmend, on an interimbasis, that the rates for

end office call conpletion and |ocal switching be set at $0.003 per m nute.

. I o

AT&T proposes, on an interim basis, that the rate for tandem
switching be set at $0.0045 per minute. This rate is derived by adding the
FCC s default pricing proxy of $0.015 per mnute for tandem switching to its
proposed rate of $0.003 per mnute for end office call conpletion. It is
AT&T s position that the proposed rate of $0.045 per minute will adequately
conpensate GIE for providing this service. AT&T Post Hearing Brief, pages 50-
51. It is GIEs position that the rate for tandem switching be set at its
interstate rate. GIE Brief of October 2, 1996, pages 24-26.

Again, | believe the suggestion of the OIS for the establishnent
of interimrates is the appropriate approach. Accordingly, | recommend, on

an interim basis, that the rate for tandem switching be set at $0.0045 per

m nut e.

It is AT&T s position that the FCCs Order requires that the costs
associated wth interim nunber portability (INP) be borne by all
tel ecommuni cations carriers, including ILECs |ike GIE It objects to the
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rates proposed by GIE for the reason that they do not conply with the
requi renents of the FCCs Order. Noting that Bell Atlantic and M-S have
recently petitioned the Comm ssion for the commencenent of a proceeding to
establish a cost recovery nechanism that satisfies the requirenents of the
FCC s INP Order, AT&T suggests, as an interim arrangenent, that the parties
sinmply track ported nunbers, with provisions for a "true up" after a new INP
cost recovery nechanismis inplenented, at which tine AT&T will conpensate GIE
for any ported nunbers in accordance with the terns of that nechanism and the
nunbers ported. AT&T Post Hearing Brief, pages 51-52.

GTE s position is that the rates for INP should be determ ned
according to GIE s pricing and costing nethods, or a state-approved tariff,
where appropriate. According to GTE the FCCs INP Order allows for a forward-
| ooking cost nethod for INP, ant that GIE has submtted such a nethod, which

shoul d be adopted in its entirety. GIE Brief of October 2, 1996, page 27.

On an interim basis, until an appropriate INP cost recovery
mechanism is inplenented, | believe that AT&T s position should be accepted
Accordingly, | recommend that the interconnection agreenment provide that, for

INP, the parties track the ported numbers and, upon the inplenmentation of an
approved I NP cost recovery nechanism there shall be a true up and appropriate
conpensation paid for the ported nunmbers in accordance with that cost recovery

mechani sm

d. Collocation

AT&T s position on this nmatter is that GIE s soon to be refiled

interstate rates for physical collocation should be adopted for physica
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collocation, but only on an interim basis. AT&T argues that such interim
rates would be subject to future FCC action in its Expanded |nterconnection
proceedi ng, and to the establishnment of TELRI C-based rates by this Conmm ssion.
AT&T Post Hearing Brief, page 53.

GTE s position is that its cost studies and pricing nmethods are
consistent with the Tel ecommuni cations Act of 1996, in that they provide for
recovery of all its costs, including a reasonable share of its joint and
conmon costs and, thus, should be
used to set the rates for physical collocation. GIE Brief of Cctober 2, 1996,
page 27.

I recomend that the rates for physical collocation, contained in
GTE s soon to be refiled interstate rates for physical collocation, be set as
the interimrates for physical collocation, subject to both future action by
the FCC in its Expanded Interconnection proceeding and to the establishnent of

TELRI C-based rates by this Conmm ssion.

3. End-User Surcharge

The OCA and the OIS oppose GIE s suggestion for the inposition of
an end-user surcharge. OCA Post Hearing Brief, pages 15-17, and OIS Post
Hearing Brief, pages 9-11.

GTE s position with respect to such an "end-user surcharge" is
found in its Response to AT&T s petition, at Tab VIII, pages 13-15. According
to one of GIE s witnesses, the proposed "end-user surcharge" is considered by
GTE to be an appropriate way for GIE to recover its "stranded costs." At page

25 of its Brief of October 2, 1996, GIE notes that it is requesting this
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Conmi ssion to establish a conpetitively neutral "end-user surcharge" so that
it can recover its stranded cost.

On this issue, | amin agreenent with the positions of the OCA and
the OIS. Accordingly, | reconmend that GTE not be pernitted to establish and
i mpl enent an "end-user surcharge" as part of the rates, terns and conditions

of this arbitration proceeding.

D Quality O Service lssues
1. perational Interfaces

It is AT&T s position that Section 251 of the Tel ecomrunications
Act of 1996 prohibits GIE from placing unreasonable or discrimnatory
conditions on the provision of resold telecomunications services and
unbundl ed network elements. According to AT&T, this neans that the services
GTE provides to AT&T cannot be inferior to those GIE provides to itself. AT&T
argues that this Section requires that there nmust be service equality between
the functions GIE perforns for itself and those it delivers to AT&T. AT&T
argues that to achieve this service equality, GIE nust provide AT&T with the
same electronic interfaces via gateways to GIE s operations support systens
(0SS) and databases that GIE gives itself, for four broad categories of
transactions: pre-ordering, ordering/provisioning, nmaintenance/ repair, and
billing.

AT&T argues that the FCCs Order ( 523) requires an incunbent LEC
nmust provide nondiscrim natory access to their operations support functions
for pre-ordering, ordering, provisioning, naintenance and repair, and billing

available to the LEC itself. Such nondi scrimnatory access necessarily
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includes access to the functionality of any internal gateway systens the
i ncunbent enploys in performng the above functions for its own custoners.
Additionally, AT&T notes that the FCCs Order ( 525) requires |ILECs, including
GTE, that have not already effected such access to conply wth this
requi renent by January 1, 1997. Accordingly, AT&T asserts that GIE nust
provi de AT&T and other new entrants with access to its el ectronic databases by
t hat date.

AT&T also criticizes the objections advanced by GIE with respect
to: (a) providing this access; (b) seeking to postpone inplenentation of this
access; (c) the technical infeasibility of GIE to neet the January 1, 1997
deadline; and (d) cost recovery for the inplenentation of such access. Wth
respect to the issue of cost recovery, and based on the classification of OSS
as unbundl ed network elenents under the FCCs Order ( 516), AT&T objects to
bearing all of the costs associated with developing the electronic interfaces.

Rat her, and based on the FCC s classification of OSS as unbundl ed network
el ements, AT&T proposes that the costs of those systens should be reflected to
the greatest possible extent in a TELRIC rate for that elenent. Such a rate
will properly spread the costs of this elenent anong all carriers.

As to the specific costs incurred in establishing the electronic
interfaces required under the Act and the FCC order, AT&T states that it is
willing to pay its fair share, but that it should not have to pay the entire
costs itself, because it, |I|ike other new entrants, wll be incurring
substantial costs of its own developing their own interfaces and gateways.
Thus, AT&T believes that these "generic" inplenentation costs should be shared

not only with other new entrants, but with GIE itself, which will receive the
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benefit of these enhanced el ectronic capabilities in its whol esal e busi ness.

Thus, concludes AT&T, GIE has no legitimate basis for avoiding its
obligation to establish the necessary electronic interfaces to its OSS, and it
shoul d be directed to undertake that inplenentation i mediately. Furthernore,
AT&T requests that GIE be directed to provide AT&T with a firm cost estimate
and supporting data for AT&T s share of the legitimate costs of that
i mpl enentation by January 1, 1997, with the additional povision that the
parties would then be able to petition the Comm ssion for an expedited hearing
in the event the parties are unable to reach agreenment on cost recovery. AT&T
Post Hearing Brief, pages 53-57.

GTE notes that, under the FCCs Order, it is required to provide
access to its OSS functions under the same terns and conditions as provided to
itself or other customers. However, GTE asserts that, while the FCC s Order
directs the provision of nondiscrimnatory access to OSS by January 1, 1997,
that Order does not require direct access to its OSS at this tine. Rat her,
according to GIE, the FCCs Order states that the ideal approach would be for
each incumbent LEC to provide access to OSS through a nationally standardized
gateway once those standards are developed by the industry. GTE further
states that, depending on the industry s progress, the FCC will deternmine, in
the near future, if a separate Notice of Proposed Rule Making or other action
will be required to guide industry efforts at arriving at appropriate nationa
standards for access to CSS.

It is GIE s position that providing direct access to its systens,
dat abases and OSS functions by a non-GIE |ocal service provider is not a

sinple matter, because the current systens and dat abases used by GTE for these
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0SS functions were devel oped over several years for access by one conpany, not
mul tiple providers, and contain mllions of lines of code. Thus, according to
GTE, the systens and databases used to provide these GOSS functions will have
to be partitioned to prevent access by non-GIE providers to GIE s and ot her
CLEC s custoner information and facilities, and one of AT&T s witnesses
agreed that electronic interfaces should not jeopardize the integrity or
security of GIE s operations support systens and described the gateways that
shoul d be put in place to provide the appropriate protection. Thus, concludes
GTE, full electronic bonding by AT&T to GIE's OSS systenms for use in |ocal
service conpetition is not technically feasible at this tine.

Addi tionally, GIE described some of AT&T' s requests as
unr easonabl e and argues they should be rejected. These are:

a. AT&T wants real-time direct access to all of

GTE' s operations support systens.

b. AT&T wants GTE and all CLEC s to pay for AT&T' s
OSS access requests.

c. AT&T wants its requirenents for OSS access
devel oped by 1997.

d. AT&T does not want GIE to nmake PIC (primary
i nt erexchange carrier) changes on its custoner
accounts by ot her i nt er exchange carriers

contrary to current industry process standards.

e. AT&T wants access to GIE's custonmer records

prior to mgration of the customer to AT&T.

GTE requests that, as a result of this arbitration proceeding, it
be allowed to continue OSS access devel opnent di scussions with AT&T. However,
GTE will: (a) provide access to OSS functions as required by the
Tel ecommuni cations Act of 1996 and the FCC Order; and (b) develop the

el ectronic interfaces to its OSS systens that AT&T requests to be unbundl ed as
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a network element, as long as they neet industry standards.

On the matter of cost recovery, it is GIEs position that AT&T
nmust pay for any cost GIE incurs in developing the electric bonding requested
by AT&T for access to OSS. According to GIE, since the FCCs Order states
that OSS and the associated interfaces are separate network el enents that can
be unbundl ed and purchased, it follows that unbundl ed el enments are not free
Thus, the Act does not require GIE to absorb the cost of electronic interface
devel opnent . Such capital investnent will be nade at the request of AT&T.

Such new systens would inure conpletely to the benefit of AT&T. They would be

no benefit to GIE at all, because unlike other unbundl ed elenents that have
al so been used by GIE for its local service, GIE itself will have no use for
the electronic interfaces. Accordingly, it is GIEs position that, under

TELRIC pricing, all of the devel opnent costs for these interfaces are to be
pai d by AT&T. These devel opment costs are non-recurring costs and should be
structured within the pricing of the total operations system network el enent
pricing (that would also include usage) so as to be recovered by GIE within
three years. However, if other CLECs utilized the functionality devel oped and
paid for by AT&T, then the cost for that devel opnent woul d be shared. At that
time, AT&T could be rebated a portion of the devel opnent cost. GIE Brief of
October 2, 1996, pages 28-32.

Sone of GIE s objections to AT&T s request, specifically those
pertaining to access to custoner records and processing PIC changes, are
di scussed in Part |1, D, 3 and 5, of this Recomended Deci sion

Al t hough a tenporary stay of the FCCs Order has been inposed by

the Eighth Circuit Court of Appeals, | believe the date of January 1, 1997
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shoul d be used as the deadline for GIE to provide access to its OSS by AT&T.

Wth respect to the devel opnent of the electronic interfaces, it
appears, fromthe testinony of one of AT&T s witnesses, that AT&T agrees that
there should be a national standard for such interfaces. It further appears,
fromthe testinony of this witness, that AT&T would |ike to use the results of
the California nediation proceeding on OSS as the basis for a nationa
agreenent with GIE on this matter, assuming these two parties can reach
agreenent on functionality and schedule (Tr. 717-718). In my opinion, both of
these positions are reasonable. Accordingly, | recommend that GIE not be
required to develop electronic interfaces to provide AT&T with direct, real
time access to its OSS, but that GIE be required to develop such interfaces
in accordance with national industry standards, or in accordance with a
nati onal agreenent with AT&T based on the results of the California nediation
proceedi ng, whi chever occurs first.

Concerning the determ nation of the appropriate costs to be paid
for the devel opnent of the dectronic interfaces, | believe AT&T s proposa
shoul d be accepted. Thus, GIE should be required to provide AT&T with a

Pennsyl vani a-specific firm cost estimtes and supporting cost data for the

devel opnent of such interfaces. However, in light of the preceding
recommendation, | decline to set a date certain, as requested by AT&T, for GIE
to provide the cost estinmates and supporting data. | also believe that AT&T s

suggestion for expedited review of the cost estimates, in the event the two
parties cannot reach agreenent, should also be accepted. Accordingly, |
recommend that GTE be required to provide AT&T with Pennsyl vani a-specific firm

cost estimates and supporting cost data for the devel opnent of the electronic
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interfaces no later than 45 days after the devel opnent of national standards
for such interfaces, or after reaching a national agreenent with AT&T for such
interfaces based on the results of the California nediation proceeding,
whi chever occurs first.

Wth respect to the matter of allocating any cost recovery, ny

recomendati ons are the sane as set forth in Part 1l, D, 4 of this Recommended
Deci sion (pertaining to other billing and operations issues) and are based on
the sane reasons. Accordingly, | recommend that the interconnection agreenent

provide for AT&T to pay for the Pennsylvania-specific costs of GIESs
devel opnent of electronic interfaces namde necessary to provide the direct
access to its OSS requested by AT&T, with provision for GIE to nmake refunds to
AT&T for a portion of the costs so paid in the event other CLECs request the

same services and use the sane interfaces.

2. Interimlinterface Arrangenents

After reviewing the positions of the parties (AT&T Post Hearing
Brief, pages 57-58; GIE Brief of October 2, 1996, pages 32-33), it does not
appear that there are any material disputed issues of fact concerning interim
interface arrangenents. AT&T notes that, if the recovery of costs by GIE for
the inplementation of the interim arrangenent is an issue, AT&T s position on
the cost recovery for these arrangenments is the same as its position on the
"permanent sol ution." There is no indication in GTEs Brief on this mtter
that it seeks any cost recovery for the inplementation of interiminterface
arrangenents. Accordingly, no reconmendation pertaining to the recovery of

costs for the inplenentation of the interim interface arrangenents is

32



necessary.

3. Fnabling Custoners to Switch From GIE to AT&T

Section 702 of the Tel ecomruni cati ons Act of 1996 anmends 47 U.S.C.
by addi ng Section 222 (pertaining to privacy of custoner infornmation).

It is AT&T s position that the easier it is for a custonmer to
change | ocal exchange service providers, the devel opnent of conpetition wll
be pronoted. Thus, AT&T seeks to be able, when it is reselling GIE s
services, to request that GIE change the custoner "as is", with all existing
service features, to AT&T, when such a customer selects AT&T as its |ocal
exchange service provider. According to AT&T, 47 U S.C 222(d) permts it to
have all information pertaining to such a custoner, including information that
woul d be considered as Custoner Proprietary Network Information (CPNI).

GTE s position is that acceding to AT&T s request that custoners

be changed "as is" would result in its disclosure of CPNl in violation of
Section 222. According to GIE, Section 222(d) permts teleconmunications
carriers to use CPNl for purposes related to serving their own custonmers, but
it does not permit the release of that information to another carrier to serve
that custoner. It is the position of GIE that it is only pernmtted to rel ease
or disclose a custonmer s CPNl upon its receipt of the custoner s wittecessary
information it needs to provide service to a customer directly from the
cust oner.

On this matter, | concur with the position taken by GIE. Thus,
" transfer of a custoner from GIE to AT&T should

AT&T s request for an "as is

be rejected. Requiring GIE to obtain the affirmative witten consent of the
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custoner prior to the release or disclosure of that customer s CPNl to AT&T
will not, in my opinion, constitute the erection of a significant barrier to
new entrants or inpede the developnent of conpetition. Accordingly, |
recommend that the interconnection agreenment require the submission of a
customer s affirmative witten consent to the release or disclosure of that

custoner s CPNI, before GIE may rel ease or disclose that information to AT&T.

o I ,

The parties have agreed, in principle, that GIE will provide AT&T
with billings for wholesale services, unbundled network elenments and
i nterconnection, as well as providing usage recording services. The parties
have not agreed, however, as to how the costs of the systens devel opnent and
operation to provide these services are to be paid.

AT&T objects to paying all of the costs of the systens devel opnent
and operation. It asserts that such services will |ikely be provided by GTE
to all new entrants who purchase resold services and unbundl ed el enments from
GTE. Thus, AT&T seeks a nechanism that would allocate the costs of the
systens devel opnent and operations anong all carriers.

GTE clainms that it is not required by the FCCs Order to absorb
the costs of creating a billing system to provide AT&T with the services it
has requested. According to GIE, any enhancenent of its billing system
required to nmeet or satisfy AT&T s request should be paid for by AT&T. GTE
notes that, in the event other CLECs choose to use the sane billing system
they should also be required to share in the costs of its devel opnepaid by

AT&T that may be shared with other CLECs.
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It is clear that both of these parties seek a neans of paying for
the costs of the systens devel opment and operation to provide the services
requested by AT&T that would protect each from bearing the entire cost. As |
understand AT&T s suggestion, the developnent of a conpetitively neutra
mechani sm that would all ocate the recovery of these costs anopng all carriers,
woul d result in GTE bearing a portion of these costs to provide services that
have been requested by AT&T, and, perhaps, nmay be requested by other CLECs in
the future. Because these costs are associated solely with providing the
services requested by AT&T, | decline to accept its position. | do not
believe that GIE should be required to bear any portion of the costs of
enhancenent to its billing system made necessary by AT&T s request for these
speci fic services.

GTE s position that AT&T pay the costs for the billing system
enhancenents necessary to provide AT&T with the requested services, wth
provision for refunds as other CLECs request the use of the sane system and
services, is analogous or simlar to provisions pertaining to |ine extensions
found in the tariffs of many Pennsylvania utilities. For |ine extensions, the
custoner initially requesting service, and for whom an extension is necessary,
pays the cost of the line extension, in accordance with the utility s tariff.

As future customers connect to and take service fromthe Iine that had been
paid for by the first custoner, that custoner is entitled to refunds,
determined in accordance with the tariff. |In this way, it is assured that al
receiving the benefits of the line extension bear a proportionate share of its
costs.

Accordingly, | reconmend that the interconnection agreenent
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provide for AT&T to pay for the costs of GIE s enhancenents to its billing
system made necessary to provide the billing and recorded usage services
requested by AT&T, with prov event other CLECs request the sane services and

use the sanme billing system enhancenents.

5. Processing PIC Changes Wen AT&T |s The Resale Carrier

The positions of the parties are found at page 60 of AT&T s Post
Hearing Brief and pages 37-38 of GIE s Brief of October 2, 1996. An extensive
di scussion of this matter is not necessary.

I reconmend that the interconnection agreenent contain a provision
that upon GITE s receipt, fromany source whatsoever, of a request for a change
in the primary interexchange carrier of a l|local exchange service custoner of
AT&T, through AT&T s resale of GIE s whol esal e services, GIE shall forward or

refer all such requests to AT&T for processing.

Section 251(c)(6) of the Tel ecomuni cati ons Act of 1996 inposes on
ILECs the obligation to provide, for the physical collocation of equipnent
necessary for interconnection or access to unbundl ed network elenents at the
prem ses of the ILEC on rates, terns and conditions that are just, reasonable
and nondi scrim natory. This Section also provides that an |ILEC may provide
for virtual collocation if it denobnstrates to a State Conmi ssion that physica
collocation is not practical for technical reasons or because of space
[imtations.

In addition, Section 703 of the Tel ecommunications Act of 1996
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(pertaining to pole attachnents), anended 47 U.S.C 224 by addi ng Subsections
(f)(1) and (2). These provisions require utilities to provide any
t el ecomruni cations carrier with nondiscrimnatory access to any pole, conduit,
or right-of-way owned or controlled by the utility. However, a wutility
providing electric service may deny a tel econmunications carrier access to its
pol es, ducts, conduits or rights-of-way, on a nondiscrimnatory basis, where
there is insufficient capacity and for reasons of safety, reliability and
general ly applicabl e engi neering standards.

In this proceedi ng, AT&T seeks access to GIE s poles, conduits and
ri ghts-of-way, and, for the purpose of providing an interconnection with GIE,
to collocate "rennte switching nodul es" (RSMs) on the premi ses of GIE. AT&T
objects to GIE s insistence on limting access to its poles, conduits and
rights-of-way, in order to reserve space for GIEs future use. AT&T al so
objects to GTE s attenpt to linmt the type of equipnent that may be collocated
to provide an interconnection to preclude the use of RSMs. According to AT&T,
the FCCs Order left it to the State comm ssions to determ ne whether RSMs can
be collocated because they are actually used for interconnection or access to
unbundl ed network el enents. AT&T Post Hearing Brief, pages 61-64.

It is GIEs position that collocation of RSMs is not required
because such equipment is not necessary for interconnection or access to
unbundl ed el enents. GIE observes that RSMs are switching equi pnent, and that
if it were required to permt collocation of switching, existing space for
collocation would quickly be exhausted. Additionally GIE faults AT&T for
failing to specify the GIE prem ses where AT&T desires to collocate equi prment.

It is GTE s position that the FCCs Oder recognizes the need for ILECs to
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reserve floor space for defined future uses. As to the collocation of AT&T
equi pnment on or in GIE s poles, conduits or rights-of-way, it is GTIEs initia
position that the Telecomunications Act constitutes an wunconstitutiona
taking of its property. 1In addition, GIE asserts that the FCCs Order permts
any utility, including ILECs, when considering pole attachment requests, to
take into account issues of capacity, safety, reliability and engineering,
provi ded that such an assessnent is done on a nondiscrimnatory basis. GTE
Bri ef of October 2, 1996, pages 39-49.

As with GIE s constitutional challenge to the FCCs Order, this
Conmi ssi on cannot adjudicate its constitutional challenge to 47 U. S.C 224, as
anmended by the Tel ecomruni cations Act of 1996. There is no doubt that, under
this Act, GIE is required to permt collocation of the equipnent of AT&T on
GTE s prenises necessary for interconnection or access to the unbundled
network el enments. In ny opinion, RSMs should be considered to be equi pnent
necessary for interconnection or access to the unbundl ed network el enents, and
GTE should be required to pernmit the collocation of such equipnent on its
premses. It is also clear that GTE is required to permt collocation of AT&T
equi pnent on and in GIE s poles, conduits and rights-of-way. However, these
obl i gati ons should not be considered to be unlimted. GIE should be pernmtted
to nmmke reasonable reservations of space for specific future uses when
considering AT&T s request to collocate equipnent on the prem ses of GIE
Simlarly, GIE should be permtted to consider issues of capacity, safety,
reliability and engineering when considering the request of AT&T for the
col l ocation of equipnent on or in the poles, conduits or rights-of-way of GTE,

as long as the consideration of such issues is not done in a discrimnatory
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manner. See, FCC s Order, 586 and 1176. At the sane tinme, where a request
by AT&T has been denied by GIE, AT&T should be permtted to petition the
Conmi ssion for review and expedited hearing on a denial of a collocation
request.

Accordingly, | reconmend that the interconnection agreenent
contain a provision requiring GIE to permt AT&T to collocate equipnent
necessary for interconnection or access to GIE unbundled network elenents,
i ncluding renpte switching nodules, on the prenises of GIE, and to permt the
collocation of AT&T equipnment on GIE s poles, conduits and rights-of-way,
subject to the followi ng conditions: (a) that GIE may nmke reasonable
reservations of space for specific future uses when considering a request by
AT&T for the collocation of equipnent necessary for interconnection or access
to GIE s unbundled network elenents, including the collocation of renpte
switching nodules; (b) that GIE, in considering a request by AT&T to collocate
equi pnent on or in GIEs poles, conduits or rights-of-way, nay take into
account issues of capacity, safety, reliability and engi neering, provided that
any such assessment is done in a nondiscrimnatory manner; and (c) if GIE
deni es any request by AT&T for the collocation of equipnent on the prem ses of
GIE, or on or in GIEs poles, conduits or rights-of-way, AT&T nmmy petition
this Conmi ssion for expedited review and hearing of the collocation request

deni al .

: A
AT&T has agreed to pay the sanme rate that GIE

asserts that it pays for the secondary (outside of the
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normal |y schedul ed delivery times) distribution of white pages
directories to retail custoners of AT&T. However, AT&T seeks
to ensure that this rate is not double recovered by GIE, once
t hrough the wholesale rate and again as a specific charge.
According to AT&T, the possibility of a double recovery of
this charge is the result of the different nmethods used by the
two carriers in their avoided cost nmethods. In its avoided
cost study, AT&T treated this charge as an avoi ded cost. GIE,
however, in its avoided cost study, treats this charge as an
unavoi ded cost and recovers it in the wholesale rate for
servi ces.

GTE seeks to inmpose a $2.49 charge per directory for
secondary distributions. According to GIE, this is the sane
rate that it 1is <charged by the directories conpany for
secondary distributions, it 1is cost-based, reasonable, and
treats AT&T no differently than GITE is treated.

Clearly, a "double recovery" of a charge should not
be permtted to occur. Thus, if GITE wi shes to have AT&T pay
the sane rate that it pays for secondary directory
di stributions, the costs of this distribution nmust be treated
as "avoided costs." However, if GIE w shes to have the
charges associated wth secondary directory distributions
treated as "unavoided costs" and recoverable through the
whol esale rate, then it cannot inpose a separate specific

charge for such secondary distributions. To provide parity on
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this matter, | recomend that AT&T be required to pay the sane
rate paid by GITE for secondary directory distributions, and
that the charges for such distributions be treated by GIE as

"avoi ded costs."

8. Directory Assistance And Operator Services

As part of its service as a new |ocal exchange
carrier, AT&T intends to provide its custonmers with AT&T's own
directory and operator services. To acconplish this, AT&T
seeks to have GTE route all 411 and operator traffic from AT&T
customers to AT&T's operator and directory assistance
pl atform According to AT&T, the FCC s Order explicitly
requires |ILECs to route calls by custoners of conpeting
carriers to any directory assistance or operator services
pl atform selected by the CLEC, whenever it is feasible to do
So. AT&T further notes that the FCC found that such routing
is technically feasible in many switches, and places on an
| LEC the burden of proving, on a switch-by-switch basis, that
such routing is not feasible. AT&T believes that the routing
can be acconplished either through the "line class code"
solution, or by an AIN approach. However, AT&T's concern is
not with how the routing is acconplished, but that it be
acconpl i shed. Lastly, AT&T asserts that there is no issue of
cost recovery for such routing because the cost of the routing

is deened to be included in the FCC default proxy price for
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t he unbundl ed switch el enent. Any question of cost recovery
is only relevant in the resale environnment.

To resolve this issue, AT&T requests that the
Conmmi ssion establish a timetable for GITE under which it wll
begin to inplenment the capability of routing of directory
assi stance and operator services by April 1, 1997, wth
conpletion by June 30, 1997, in those switches designated by
AT&T. In addition, GTE should be required to provide AT&T, by
Novenmber 30, 1996, with a firmrate quote and supporting cost
data for rerouting directory assistance and operator services
fromresold dial tone lines, with the proviso that the parties
could petition the Comm ssion for an expedited hearing in the
event the parties cannot reach agreenent on cost recovery.
Finally, and as an interim nmeasure, AT&T requests that GIE be
required to "unbrand" its directory assistance and operator
services until the rerouting solution is fully inplenented.

GTE' s position on this is that it does not have the
technical capability to provide the requested routing. To
provide for the routing requested by AT&T, GIE would have to
augnent the capability of its swtches. Al t hough specific
cost data has not been provided in this proceeding, GIE
believes that this could cost in the tens of mllions of
dollars. It is GIE s position, based on the FCC s Order, that
it must be allowed to recover its costs from AT&T that will be

incurred in nodifying its systemto conply with this request.
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GTE is willing to provide the custom zed routing requested by
AT&T, but only if undling the switch and the costs of adding
new capacity or conditioning existing swtches.

In the absence of specific cost data for making
necessary nodifications to GIE's switches to provide the
custom zed routing requested by AT&T, | decline to accept the
FCC' s interim default proxy price as including the costs of
any necessary nodifications. For the sane reason, | decline
to accept GIE's position that AT&T should be required to pay
all of the costs associated with unbundling the switch, adding
new capacity, or conditioning existing swtches.

I do Dbelieve, however, that there should be
timetables to provide for the inplenmentation of the custom zed
routing sought by AT&T, but not the specific dates and
deadl i nes proposed by AT&T. Accordingly, | recomend that
AT&T designate the switches it seeks to be used to provide the
custom zed routing, and provide that designation to GIE by
Novenmber 30, 1996. | also recommend that GIE be required to
provi de AT&T with Pennsylvani a-specific firm quote rates and
supporting cost data separately for: (a) unbundling the
swi t ch; (b) addi ng capacity; (c) conditioning existing
switches; and (d) the rerouting of directory assistance and
operator services fromresold dial tone lines, by January 2,
1997, subject to the condition that either party may petition

the Commi ssion for an expedited hearing in the event they are
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unable to agreenent on cost recovery. Further, | recomrend
that GIE begin inplenmenting the capability to provide the
custom zed routing requested by AT&T by July 1, 1997, wth

conpletion by September 30, 1997. Finally, 1 decline to
recommend that GIE be required to "unbrand" its directory
assi stance and operator services until the custom zed routing

is fully inplenmented.

9. Directory Listing OF AT&T Service | nformation

AT&T and GTE have reached agreenent that AT&T will
have a full page in the Custonmer Guide section of each GIE
Pennsyl vani a tel ephone directory on which AT&T can place its
customer information. The only remaining mtter to be
resolved here is the appropriate price to be paid for this
listing.

It is AT&T's position that the price it should pay
for this listing should be no greater than the rate GTE pays
its Yellow Pages subsidiary for one page of custoner
information, even if that results in AT&T paying a higher
price than that proposed by GIE. According to AT&T, this
proposal is in keeping with the principles of conpetitive
neutrality contained within the Teleconmunications Act of
1996.

GTE, on the other hand, proposes that, for a full

page listing in the Custonmer Guide section of its directories,
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AT&T pay a price equal to 65% of the price for a full page
yel | ow pages advertisenment in each directory. According to
GIE, its proposed price for this listing is reasonable and
shoul d be adopt ed.

It is not known, on this record, what the price is
that GTE pays for a full page of customer information in its
own directories. Simlarly, it is not known what 65% of the
price for a full page advertisenent in GIE s Yellow Pages
means in terns of actual dollars. Not wi t hst andi ng these
om ssions from the record, | believe that all providers of
| ocal teleconmunications services, |LECs and CLECs alike,
should pay the sanme rate or price for a full page of custoner
information in the Custonmer Guide section of an |ILEC s
directory. Therefore, | recomrend that the price for a ful
page of AT&T service information in the Customer Guide section
of each GIE Pennsylvania tel ephone directory be set equal to
the price that GIE pays for a full page of custoner

information in its own directories.

E. Limtati ons And Restrictions

1. Types OF Services Avail able For Resale

In this arbitration proceeding, AT&T requests that
GTE be required to offer, at whol esal e rates, any
tel ecomruni cati ons service that GIE provides at retail rates

to subscribers, who are not teleconmmunications carriers. | t
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is AT&T s position that GIEs proposed linmtations on the
types of services that would be nade avail able for resal e have
been rejected in the FCCs Order. According to AT&T, under

the FCCs Oder there are only three exceptions to the

requirenent that an |ILEC offer all of its services at
whol esal e rates. First, an ILEC is not required to offer
di scounts on pronotions lasting |less than 90 days. Second,

residential services cannot be resold to business custoners.
Third, services for low income custoners can only be resold to
customers who qualify.

It is GIEs position that it will offer for resale
all of the services it now provides on a retail basis, except
for: bel ow cost services; pronotional services; services that

are already provided on a wholesale basis; grandfathered

servi ces; di scounted <calling plans; Al N services; non-
recurring charge services; pay phone lines; semn -public pay
phone lines; and COCOT coin and coinless |ines. See GIE s
Response to AT&T s petition, Tab WVII, pages 22-24, and GIE

Brief of October 2, 1996, pages 57-58.

CGeneral ly, under Section 251(c)(4) (A of t he
Tel ecommuni cati ons Act of 1996, ILECs are required to offer
for resale, at whol esale rates, any teleconmunications service
the ILEC provides at retail rates to subscribers who are not
t el ecomruni cations carriers. By definition, any service

currently offered by GIE at wholesale rates would not be
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subject to this provision. Subsection (B) authorizes State
Comm ssions to prohibit a reseller that obtains, at whol esal e
rates, a telecommunications service that is available at
retail rates only to a specific category of subscribers from
offering that service to a different category of subscribers.
Thus, under Subsection (B), a reseller could not offer
residential tel ephone service to a business custonmer and coul d
not offer "Lifeline" services to any custoner that would not
qualify for such a service.

However, under the ternms of Section 251(c)(4) of the
Tel ecomruni cati ons Act of 1996, all other services which the
| LEC offers at retail rates, no matter how those retail rates

have been determ ned, mnust be made avail able, at whol esale

rates, for resale. In addition to the restriction permtted
by Subsection (B) of this Act, | would exclude short-term
pronmotions, i.e. those lasting 90 days or less, from this

requi renent, as did the FCC

Accordingly, | recomend that the interconnection
agreenment require that GTE offer for sale, at whol esal e rates,
all teleconmunications services it offers at retail rates to
subscribers who are not telecommunications carriers, except
for promotions lasting 90 days or less, subject to the
following condition: that AT&T may not resell any service it
obtains at a wholesale rate, which service is only offered by

GTE at retail rates to a specific class or classes of
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customers, to a custoner of a different class or cl asses.

2. |dentification And Use OF Unbundl ed Network El enents

This issue pertains to unbundling the switch. It is
the position of AT&T that under Sections 3(45) and 251(c)(3)
of the Tel ecommuni cations Act of 1996, that GIE is required to
make all of the functions, features and capabilities
progranmed into its switches available to conpetitors on
reasonabl e and non-discrimnatory terns, including the various
"vertical" features of the switch, such as "call waiting",
“call forwarding", etc. As | wunderstand AT&T s position, the
use of the FCCs interim default proxy price range of between
$0. 002-$0.004 per mnute includes all of the functions,
features and capabilities of the switch. AT&T al so notes that
the FCCs Oder rejected GIEs position that additional
features of the switch be nmade available to new entrants on an
"ala carte", i.e., individually priced basis.

GTE notes that switches are conputers that provide
call related capabilities and functions such as "dial tone",
"basic switching", "custom calling features", etc. GTE is
prepared to unbundle all of the switches features, functions
and capabilities. However, in doing so, GIE suggests that
AT&T, and any other CLEC, requesting unbundled swtching
el ements, should provide a forecast of the anticipated demand

for switch resources. Such information is needed to all ow for
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appropriate planning. As | understand GIE s position the
prices for the various functions, features and capabilities of
the switch, as shown on GIE Ex. 18, would be in addition to
its fixed and MOU charges for l|local switching, it proposes in
this proceedi ng.

I believe that one of the purposes of t he
Tel ecommuni cations Act of 1996 is to pronote and foster
conpetition in the teleconmunications industry, including
conpetition on the | ocal exchange level. In ny opinion, GIE s
proposal for individually pricing the features of the swtch
would result in erecting a barrier to new entrants, and, thus,
would be contrary to the purpose of the Tel ecommunications
Act . Accordingly, | recommend that GTE s proposed individua

pricing of the various features of the switch be rejected.
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3. Ability To Connect Multiple Unbundl ed El enents To
Provi de Service

As part of this arbitration proceeding, AT&T seeks
to be able to conmbine various elenments of GIEs unbundled
network for resale in providing telecomrunications service.
According to AT&T, Section 251(c)(3) of the Tel econmuni cations
Act of 1996 requires GIE to provide unbundl ed network el enents
in such a manner that the CLEC may conbine the various
el ement s.

GTE opposes the inclusion of such a provision in the
i nterconnection agreenent. According to GIE, allowi ng the re-
conbi nati on of wunbundled elenents would allow by-pass of
access charges and permt avoidance of the appropriate resale
pricing standards. |Including such a provision would create an
unwarr ant ed opportunity for arbitrage.

Section 251(c)(3) of the Tel ecomunications Act of
1996 provides, in pertinent part, that:

An incunmbent |ocal exchange carrier shall

provi de such unbundl ed network elenments in

a manner that allows requesting carriers to

conbi ne such elenments in order to provide

such tel econmuni cati ons service.

In my opinion, the |anguage of this Section could
not be nore clear. Accordingly, | recomend that the
i nterconnecti on agreenent include a provision allow ng AT&T to

conbi ne various elenments of GIE s unbundl ed network to provide

t el ecommuni cati ons service.
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4. | nt erconnecti on Between Two Carriers Coll ocated On
GIE s Prenises

AT&T seeks to have included in the interconnection
agreenment a provision requiring GIE to permt CLECs physically
collocated on GIE s premses to make direct interconnections
between and anmong the CLECs, so long as the collocated
equi pnment was itself used for interconnection with the |ILEC or
access to the ILECs wunbundled network. AT&T Dbasis its
request on 592-595 of the FCC s Order.

Initially, GIE opposed this request. However, at
page 65 of its Brief of October 2, 1995, GITE states that it is
willing to permt interconnections between CLECs col | ocated on
the prem ses of GIE, provided: (a) the provisioning of the
cross-connect is at the option of GIE;, (b) the connected
equi pnent is used for interconnection with GIE or access to
GTE s unbundl ed network elenments; (c) space is available; (d)
reasonabl e security arrangenents can be provided; and (e) the
CLECs pay all costs associated with the cross-connect.

| believe that GIEs position wth respect to
permtting interconnections between CLECs collocated on its
prem ses is consistent wwth 585, 592-595 and 598 of the FCC s
Or der. Accordingly, | recomend that the interconnection
agreenent permt the interconnection between two or nore CLECs
coll ocated on the prem ses of GIE, subject to the conditions

stated by GTE.
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5. Responsibility For Unbillable And Uncollectible

Revenue

AT&T seeks to have included within the terms of any
i nterconnection agreenent, a provision that would indemify
AT&T from any |oss of revenues resulting from GIE s
negl i gence. According to AT&T, it is currently an accepted
practice in the tel ecomunications industry that the conpany
that is in the first position to identify and prevent fraud
shoul d do so. AT&T asserts that, as a whol esal e provider of
services, GIE is the only party in a position to effectively
prevent certain types of billing fraud and work errors. Thus,
at page 72 of its Post Hearing Brief, AT&T requests that the

i nterconnection include a provision:
[I]ndemi fying AT&T for |osses caused by

GTE s negligence in causing, or its |ack of

actions I n preventing, unbi | | abl e or

uncol l ectible AT&T revenues resulting from

GTE work errors, software alterations, or

unaut hori zed attachnents to |ocal | oop

facilities.

GTE objects to the inclusion of such a provision in
any interconnection agreenent. According to GTE, the proposa
submtted by AT&T is the equivalent of strict liability. GTE
Brief of October 2, page 66.

AT&T states that the accepted practice in the
tel ecommuni cations industry is that the conpany in the first
position to detect and prevent fraud should do so. However,

there is no indication in this statenment, or in the record of
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this arbitration proceeding, that it is also the accepted
practice in this industry that the "negligence" of the conpany
in failing to detect and/or prevent fraud renders it
nmonetarily Iliable to another conpany. In the event the
occurrence of such "negligence" should result in identifiable
revenue |osses, the recovery of such |osses should be in
accordance with established |egal and/or equitable principles
in an appropriate judicial forum | decline to recommend the
i nclusion of the provision sought by AT&T.

6. Term O The lInterconnection Aagreenent And GTE s

Ability To Supersede The Negotiated O Arbitrated Terns
And

Condi ti ons

For this arbitration proceeding, AT&T has proposed
that the term of the interconnection be set at five (5) years,
and that GITE should not be permtted, through changes in its
tariff, to supersede the negotiated or arbitrated terns and
conditions of such an agreenent. Consi dering the extent and
scope of the Tel ecomunications Act, GIE proposes that the
term of the agreement should be for a term of only two (2)
years, and that it should be permtted to supplenent the
agreenent through tariff filings fromtinme to tine.

Considering that this 1is the first time that
conpetition will be introduced into the |ocal, basic tel ephone
service industry, | believe that a term of five (5) years, as

proposed by AT&T is too long. At the same tine, in order to
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provide for some period of stability in the dealings between
AT&T and GIE, as well as for their respective custoners,
during the term of the agreenment, | believe that a term of two
(2) years, as proposed by GIE is too short. Accordingly, |
recommend that the term of the interconnection agreenent that
will result from this arbitration proceeding be set at three
(3) years.

| reject GIE s position that it should be permtted
to supplenment the agreenent, fromtime to time, through tariff
filings. O course, this will not prevent GIE from submtting
such tariff changes as it deens appropriate, nor wll it
prevent the Conmi ssion from exercising its authority to
determ ne the | awful ness, justness and reasonabl eness of any
proposed tariff change. However, any interconnection
agreenment between GIE and a CLEC under the Tel econmuni cations
Act of 1996, whether negotiated or arbitrated or both, should

be exenpt fromall such tariff changes.
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[11. RECOMVENDED ORDER

I n consideration of the foregoing, IT IS RECOMVENDED
THAT:

1. The nmotion of GIE North, 1Inc., seeking the
rejection of the FCCs default pricing proxies in this
arbitration proceeding, is denied.

2. The whol esal e di scount rate for this arbitration

proceedi ng be set at 19.87% exclusive of the Gross Receipts

Tax.
3. The unbundled loop rates be set, to produce a
st atewi de wei ghted average of $12.30, as foll ows:
Density Cell 1: $ 7.80
Density Cell 2: 9.00
Density Cell 3: 12. 31
Density Cell 4: 15. 81
4. Pending the establishnent of permanent rates

upon the conpletion of the Commssion's analysis of an
approved TELRIC study, the rate for the wunbundled network
interface device be set at $0.59 per mnute.

5. Pending the establishnent of pernmanent rates
upon the conmpletion of the Commission's analysis of an
approved TELRIC study, the costs associated with non-recurring
charges be borne by GIE North, Inc., at its initial cost and
expense, subject to reinbursenent by AT&T Communications of
Pennsyl vania, Inc., in accordance with the permanent rates.

6. Pending the establishnent of pernmanent rates

upon the conpletion of the Commission's analysis of an
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approved TELRIC study, the rate for dedicated transport be set
as the ceiling of the interstate rates of GIE North, Inc., for
this service.

7. Pending the establishnent of permanent rates
upon the conpletion of the Commssion's analysis of an
approved TELRI C study, the rate for common transport be set as
the ceiling of the interstate rates of GIE North, Inc., for
this service, based on the weighted average of the interstate
DS1 and DS3 rates of GTE North, Inc.

8. Pending the establishnent of permanent rates
upon the conpletion of the Commssion's analysis of an
approved TELRIC study, the rate for signaling be set as the
ceiling of the interstate rates of GIE North, Inc.

9. Pending the establishnent of permanent rates
upon the conpletion of the Commissions analysis of an
approved TELRIC study, the rates for end office call
conpletion and | ocal switching be set at $0.003 per ninute.

10. Pending the establishment of permanent rates
upon the conpletion of the Commissions analysis of an
approved TELRI C study, the rate for tandem switching be set at
$0. 0045 per m nute.

11. Pending the inplenmentation of an approved
interim nunmber portability cost recovery nmechanism AT&T

Communi cati ons of Pennsylvania, Inc., shall track the nunbers

ported. Upon the inplenentation of an approved interim nunber
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portability cost recovery nechanism appropriate conpensation
be paid in accordance with that nmechanism and the nunbers
ported.

12. Subject to both future action by the Federal
Communi cations Commission in its Expanded |Interconnection
proceedi ng, and the establishnent of TELRI C-based rates by
this Comm ssion, the rates for physical collocation shall be
equal to the interstate physical collocation rates to be
refiled by GIE North, Inc.

13. The proposal of GIE North, Inc., for the
establishment and inplementation of an "end-user surcharge”,
as part of this arbitration proceeding, is denied.

14. GIE North, 1Inc., shall provide access to its
oper ati ons support systemns to AT&T  Communi cati ons of
Pennsyl vania, Inc., no later than January 1, 1997.

15. GIE North, 1Inc., shall not be required to
develop electronic interfaces, at this tine, to provide AT&T
Communi cati ons of Pennsylvania, Inc., with direct access to
t he operations support systenms of GIE North, Inc.

16. GITE North, I nc., shal | develop electronic
interfaces to provide AT&T Conmmunications of Pennsylvani a,
Inc., with direct access to the operations support systens of
GTE North, I nc., in accordance wth national i ndustry
standards to be devel oped, or in accordance with any nationa

agreenment between it and AT&T Comruni cati ons of Pennsyl vani a,
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Inc., resulting from the California nmediation proceeding
pertaining to operations support systens.

17. GIE North, Inc., shall provide Pennsylvania-
specific firm cost estinmates and cost supporting data for the

devel opnent of the electronic interfaces necessary to provide

AT&T Conmmuni cations of Pennsylvania, Inc., direct access to
t he operations support systems of GIE North, Inc., no later
than 45 days after the establishnent of national industry

standards for such interfaces, or after reaching a national
agreenment with AT&T Conmuni cations of Pennsylvania, Inc., for
operations support systems resulting from the California
nmedi ati on proceedi ng.

18. In the event that AT&T Conmunications of
Pennsyl vania, Inc., and GTE North, Inc., are unable to reach
agreenment on the cost recovery for the devel opment of the
electronic interfaces requested by AT&T Commrunications of
Pennsylvania, Inc., either or both of them may petition this
Comm ssion for expedited review and hearing on the matter of
t he appropriate cost recovery of such costs.

19. The agreed wupon or approved costs for the
devel opnent of the electronic interfaces requested by AT&T
Communi cati ons of Pennsylvania, Inc., shall be paid by AT&T
Communi cati ons of Pennsylvania, Inc., at its initial cost and
expense, subject to pro rata refunds in the event other

conpeting |ocal exchange carriers request the sanme direct
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access to the operations support systens of GIE North, Inc.
and are able to use the same interfaces devel oped for AT&T
Communi cati ons of Pennsyl vani a, |nc.

20. GIE North, Inc., shall not be required to
rel ease or disclose custonmer proprietary network information
to AT&T Conmmuni cations of Pennsylvania, Inc., for any customer
switching from GIE North, Inc., to AT&T Conmunications of
Pennsyl vania, Inc., except upon receipt of such a custoner's

affirmati ve consent to such rel ease or disclosure.

21. Any enhancenents to the billing system of GIE
North, Inc., which are required to be made to enable GITE
North, Inc., to provide the wholesale billing and usage

recording services requested by AT&T Conmunications of
Pennsyl vania, Inc., shall be paid by AT&T Comunications of
Pennsylvania, Inc., at its initial cost and expense, subject
to pro rata refunds in the event other conpeting | ocal
exchange carriers request the provision of the sanme services
from GITE North, 1Inc., and use the sane billing system
enhancenents.

22. Upon the receipt by GIE North, Inc., from any
source whatsoever, of a request for a change in the primary
i nterexchange carrier of any tel ephone service subscriber who
is a local exchange service customer of AT&T Communi cati ons of
Pennsyl vania, Inc., the request shall be forwarded or referred

to AT&T Communi cati ons of Pennsylvania, Inc., for processing.
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23. GIE North, Inc., shall permt the collocation
of equi pnment of AT&T Communications of Pennsylvania, Inc.,
necessary for interconnection or access to unbundled network
el ements, including rempte switching nodules, and shall pernit
the <collocation of equipnment of AT&T Comrunications of
Pennsyl vania, Inc., on and in the poles, conduits and rights-
of -way  of GTE North, I nc., subj ect to the follow ng
condi ti ons:

a. That GITE North, Inc., may make

reasonabl e reservations of space for

specific future uses when considering a

request from AT&T Conmuni cat i ons of

Pennsyl vania, Inc., for the collocation of

equi pment necessary for interconnection or
access to the unbundl ed network el enents;

b. That GTE Nor t h, I nc., in
consi deri ng a request from AT&T
Communi cati ons of Pennsylvania, Inc., to

coll ocate equipment on or in the poles,
conduits or rights-of-way of GIE North,

Inc., my take into account issues of
capacity, saf ety, reliability and
engi neering, provi ded t hat any such

assessnment is done in a nondiscrimnatory
manner; and

C. AT&T Commruni cati ons of
Pennsyl vani a, | nc., may petition this
Comm ssion for expedited review and hearing
concerning any denial by GIE North, Inc.
of a request for the collocation of
equi pmrent on the prem ses of GIE North,
Inc., or on or in its poles, conduits and
ri ghts-of-way.

24. For secondary directory distributions, AT&T
Communi cati ons of Pennsylvania, Inc., shall pay to GIE North,

Inc., the same rate that GITE North, Inc., pays its directories

60



conpany for such distributions, provided that GITE North, Inc.,
treat such costs as avoided costs in its avoided cost study.

25. AT&T Communi cati ons of Pennsylvania, Inc., shall
designate the switches it seeks to have used for the provision
of custom zed routing of calls for directory assistance and
operator services, and to provide that designhation to GIE
North, Inc., by November 30, 1996.

26. GIE North, I nc., shal | provide to AT&T
Communi cati ons of Pennsylvania, Inc., by January 2, 1997, with
Pennsyl vani a-specific firm quote rates and supporting cost
data, for the provision of custonized routing of calls for
directory assistance and operator services, separately for
each of the following itemns: (a) unbundling the switch; (b)
addi ng capacity; (c) conditioning existing switches; and (d)
the rerouting of directory assistance and operator services
calls fromresold dial tone |ines.

27. In the event that AT&T Comrunications of
Pennsylvania, Inc., and GIE North, Inc., are unable to reach
agreenment on the cost recovery for the provision of custom zed
routing of directory assistance and operator services calls,
as requested by AT&T Communications of Pennsylvania, Inc.,
either or both of them may petition this Comi ssion for
expedited review and hearing on the matter of the appropriate
cost recovery of such costs.

28. GIE North, Inc., shall begin to inmplenent the
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capability to provide the custom zed routing of directory
assi stance and operator services calls requested by AT&T
Communi cati ons of Pennsylvania, Inc., by July 1, 1997, wth
full inplementation of these services to be conpleted by
Sept enber 30, 1997.

29. The price to be paid by AT&T Conmunications of
Pennsyl vania, Inc., for a full page listing of AT&T service
information in the Custoner Guide section of the Pennsylvania
directories of GIE North, Inc., shall be equal to the price
that GTE North, Inc., pays its directories conpany for a ful
page listing of its service information in the Customer GCuide
section of its own Pennsylvania directories.

30. GIE North, Inc., shall offer for sale to AT&T
Communi cati ons of Pennsylvania, Inc., at wholesale rates, al
tel ecomruni cations services it offers at retail rates to
subscribers who are not telecomrunications carriers, except
for promotions lasting 90 days or less, subject to the
foll ow ng condi tion: That AT&T Conmuni cat i ons of
Pennsyl vania, Inc., may not resell any service it obtains at a
whol esale ers, to any customer of AT&T Commrunications of
Pennsyl vania, Inc., who is not a nenber of the same class or
cl asses of custoners.

31. GIE North, 1Inc., in wunbundling its swtches,
shall not inpose separate charges for each and every function

feature and capability of the sw tches.
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32. AT&T Conmunications of Pennsylvania, Inc., in
the provision of telecomrunications service, may conbine any
of the various elenments of the unbundl ed network of GTE North,
I nc.

33. GIE North, Inc., shall permt interconnections
between two or nore conpeting |ocal exchange carriers
coll ocated on the prem ses of GIE North, Inc., subject to the
foll owing conditions:

a. The manner in whi ch such

i nterconnections are made shall be at the

option of GTE North, Inc.;
b. The connected equipnent is used
for interconnection with GITE North, Inc.

or for access to the unbundled network
el ements of GIE North, Inc.;

cC. Space is available to nake the
i nt erconnecti on;

d. Reasonabl e security arrangenents
can be provided; and

e. The conpeting | ocal exchange
carriers pay all of the <costs of the

i nt erconnecti on.

34. The terms of +the interconnection agreenent,
whet her negotiated or arbitrated, between AT&T Conmuni cations
of Pennsylvania, Inc., and GIE North, Inc., shall be exenpt
from any tariff changes filed by either of them during the
term of the agreenment.

35. The interconnection agreenent bet ween  AT&T
Communi cati ons of Pennsylvania, Inc., and GITE North, 1Inc.,

shall be for a termof not less than three (3) years.
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Dat e: Oct ober 10, 1996

ROBERT P. MEEHAN
Adm ni strative Law Judge
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(a)

(b)

(c)

bj m

Application of AT&T Communications of Pennsylvania
Inc.; Petition for Arbitration of Interconnection
Agreement with GIE North, Inc.

On  August 16, 1996, AT&T  Commruni cati ons of
Pennsylvania, Inc., filed a petition for arbitration

of interconnection agreement with GIE North, Inc.
Arbitration conferences were held on August 30 and
Sept enber 16-17, 1996. Arbitration hearings were

hel d on Septenmber 24-26, 1996. Post hearing briefs
have been fil ed.

Judge Meehan, as Arbitrator, issued a Recommended
Decision providing for the rates, terms and
conditions of the interconnection agreenent, as set
forth in the Ordering Paragraphs.



