IV.	UNBUNDLED NETWORK ELEMENTS





A.	Description of UNEs





		Unbundling of network elements refers to the process of separating individual parts of the local telephone network into either physical or functional elements of the network.  The FCC requires ILECs to unbundle network elements and tariff the resulting UNEs, as they are called, so that they are available as a “leasing option” to CLECs who wish to provide competitive local exchange services through a combination of leased elements and their own facilities.�  





		The FCC has opted for a broad definition of network element.  As noted in the Local Competition Order, the Federal Act defines the term “network element” to mean both “a facility or equipment used in the provision of a telecommunications service” and “features, functions, and capabilities that are provided by means of such a facility or equipment.”�  The terms “features functions, and capabilities” include subscriber numbers, databases, signaling systems, and information sufficient for billing and collection, or used in the transmission, routing, or other provision of a telecommunications service.  Id.





		In its Local Competition Order, the FCC endorsed the concept of the unbundled element as pertaining to the physical facilities of the LEC’s network (as opposed to the various services that an element makes possible), together with the features, functions, and capabilities associated with those facilities.�  Furthermore, the FCC concluded that after a particular element is identified, the Act would permit the states, where appropriate, to further identify, within that single facility or capability, additional network elements.  Consequently, the states may, on a case by case basis, require access to facilities or capabilities within the local loop, i.e., sub-loop elements.�





		The definition of the term network element has been interpreted by the FCC to include both the physical facilities, such as the loop, switch, or other node, and logical features, function, and capabilities that are provided by the software located in a physical facility, i.e. a switch.  Furthermore, the embedded features and functions within a network element are part of the characteristics of that element and may not be removed from it.  An ILEC must therefore provide network elements along with all their features and functions, so that new entrants may offer new services and services that compete with those offered by an incumbent.�





		With the above introductory comments on UNEs, we shall now proceed to provide a background of prior Commission activity concerning UNEs in Pennsylvania.





B.	Introduction and Background





		The initiation of the Global Settlement process in October 1998 was a concerted effort by this Commission to cut through the morass of litigation that had plagued the attempts to open local markets in Pennsylvania to full and effective competition.  The Global Settlement process came to a close on March 1, 1999, without a comprehensive agreement on all of the issues by all of the parties.





		Nevertheless, the Settlement process was useful, in that it forced the parties to focus on and distill those issues that are critical to competitive entry in local markets from those issues which can be resolved later if necessary.





		BA-PA currently provides local exchange service in the most urban areas of the state (Density Cells 1 and 2), where the majority of local exchange competition exists today.  Unfortunately, however, local exchange competition is still limited primarily to large business customers located in urban areas where new entrants have built their facilities.  To move beyond these niche markets and expand into other areas of the Commonwealth, particularly in Density Cells 3 and 4, new entrants need to be able to lease the piece parts of BA-PA’s ubiquitous network under nondiscriminatory rates, terms, and conditions.





		To make local exchange service economically feasible for new entrants, there needs to be a critical mass of actual or potential customers.  When new entrants are starting from scratch with no customers in areas served primarily by an ILEC, that critical mass is more likely to exist in densely populated areas than it is in rural areas.  The new entrants who started in the densely populated areas are now in the process of expanding their networks as operational challenges and available capital permit.





		If CLECs cannot economically use parts of BA-PA’s network, the spread of competition will be slow or may not come to certain market segments such as the rural residential market.  With nondiscriminatory access to parts of BA-PA’s network, new entrants can move in to local markets more rapidly.





		Competitive access to parts of BA-PA’s local exchange network requires answering some very basic questions, including:





1)	What are the UNEs that CLECs can lease from BA-PA?





2)	What charges will CLECs have to pay to lease these UNEs?





3)	How can UNEs be combined and connected to CLECs’ networks ?





4)	What are the ordering and provisioning processes for these UNEs?





5)	What warranties or  performance standards apply to the leasing of UNEs?





Of these five (5) questions, issues dealing with the first three (3) are addressed in this Order.  The other matters are being considered in separate Commission proceedings.





Question 1:  What are the UNEs that CLECs can Lease from BA-PA?





		UNEs are identified in BA-PA Tariff No. 216.  Tariff No 216 was filed with this Commission and originally approved at Docket No R-00963759.  Tariff 216 constitutes service offerings that cannot be added, modified or withdrawn without further action by the Commission.  Subsequent modifications, to Tariff No. 216 were filed at Docket Nos. R-00973942 (March 6, 1997), R�00973951 (March 12, 1997), A�310203F0002 (August 19, 1997), R�00974178 (October 22, 1997), and R�00984523 (October 21, 1998).  Some of these modifi�cations were ordered by this Commission while others were voluntarily filed by BA-PA upon request by a CLEC for a specific type of UNE.





		However, because there may be some confusion and concern regarding the listing of unbundled network elements as result of the United States Supreme Court Opinion in the AT&T Corp. case� we will discuss our authority to define and require UNEs.  As this proceeding has clearly established, the original listing and pricing of UNEs has not kept pace with the rapid pace of technological innovation and service offerings in the telecommunications industry.





		When the FCC first issued regulations pertaining to UNEs, it required ILECs to offer the loop and switch as the UNE�P.  See 47 C.F.R. §315(b) (1997) (addressing combination of UNEs); 47 C.F.R. §319 (1997) (establishing specific unbundling requirements).�  Later, the United States Court of Appeals for the Eighth Circuit invalidated FCC Rule 315(b).�  Subsequently the U.S. Supreme Court made two critical rulings affecting UNEs.  First, the Court vacated FCC Rule 319 and remanded it to the FCC.�  The Court ordered the FCC to re-examine Rule 319 consistent with the “necessary and impair” factors in Section 251(d)(2) of the Telecommunications Act of 1996 (“Act”).�  The Supreme Court instructed the FCC to reexamine which network elements must be made available, taking into account the 1996 Act’s objectives and “giving some substance to the ‘necessary’ and ‘impair’ requirements.”�  Second, the Court reversed the Eighth Circuit’s vacation of Rule 315(b).�  On June 10, 1999, the Eighth Circuit reinstated Rule 315.  Accordingly, Rule 315(b) is in effect and it states that “an incumbent LEC shall not separate requested network elements that the incumbent LEC currently combines.”�  The primary source of authority for unbundling as part of the Act is Section 251(c)(3), which provides basic authority consistent with the “necessary” and “impair” standards of Section 251(d)(2).  Of the original list, the six UNEs specifically required are: loops, network interface device, local circuit switching, dedicated and shared transport, signaling and call-related databases, and operations support systems.  Third Report and Order and Fourth Notice of Proposed Rulemaking, Implementation of the Local Competition Provisions in the Telecommunications Act of 1996 (CC Docket No. 96-98) (FCC 99-238) (adopted Sep. 15, 1999).





		In addition to the federal law requiring BA-PA to unbundle network elements, there are two sources of independent state authority that support a Pennsylvania Commission directive to provide these six (6) UNEs.  First, the Pennsylvania Commission can require BA-PA to provide the UNEs under its own independent state authority.  In fact, the Commission has already done this for three (3) of the original seven (7) UNEs.  In a July 31, 1996 Opinion and Order, prior to the FCC’s issuance of Rule 319, this Commission specifically required BA-PA to unbundle the loop, switch and transport elements.�  As far back as October 4, 1995 -- prior to the passage of the Telecommunications Act of 1996 -- this Commission “express[ed] support for the proposal that incumbent LECs be required to unbundle and separately price the various types of facilities used to provide local exchange service.�  The Commission has the authority to determine those UNEs that BA-PA must unbundle and offer to CLECs in order to promote competition in the Commonwealth.





		Chapter 30 provides another source of state law for requiring the unbundling of network elements.  BA-PA has obtained competitive classification of several of its local services in accordance with Chapter 30 requirements.  Chapter 30 also requires BA-PA to “unbundle each basic service function on which those competitive services depend ...”�  Thus, to the extent that BA-PA receives and accepts competitive classification of its business services as part of this proceeding, it must unbundle the “basic service functions” on which the “competitive” local service depends.  Chapter 30 defines “basic service functions” as “those basic components of the local exchange carrier network which are necessary to provide a telecommunications service and which represent the smallest feasible level of unbundling capable of being tariffed and offered as a service.”  Currently, BA-PA’s Centrex, Paging, Repeat Dialing, Speed Dialing and High Capacity Special Access services have been declared competitive in Pennsylvania.  Therefore, any “basic service functions” used to provide these services must be unbundled.  Clearly, loops, switching and transport are part of any Centrex offering.  Also, loops and transport are part of special access offering.





		The second method of requiring BA-PA to the basic UNEs, in addition to any new elements which should be unbundled, is enforcement of BA-PA’s contractual commitments to provide such UNEs.  In BA-PA’s Interconnection Agreement with MCImetro, for example, Section 2.6 of Attachment III provides that BA-PA will provision, at a minimum, the following UNEs:  loop, network interface device, local switching, operator systems, common transport, dedicated transport, signaling link transport, signaling transfer points, service control points/databases, tandem switching, and directory assistance.  In addition, BA-PA recently agreed to a modification to the Agreement which required BA-PA to provide the directory assistance database to MCI.  BA-PA cannot unilaterally refuse to stop providing the UNEs it agreed to provide in its contracts.  The Commission has no intention of permitting BA-PA to unilaterally open up contracts and create additional uncertainty that will stall any progress in developing an open local markets.





Question 2:	What charges will CLECs have to pay to lease UNEs?





		MCIW presented testimony by Mr. Donald Laub, which the Commission finds persuasive.  Laub testified that in general Total Element Long Run Incremental Cost (TELRIC)-based rates fully compensate the incumbent for its investment and for any related overhead.�  Furthermore, if UNEs prices are set at TELRIC-based rates, the ILEC cannot use the difference between TELRIC and the UNE rate to strategically underprice new entrants or to otherwise unfairly raise their rival’s costs.�  The empirical evidence indicates that the existing rates in Pennsylvania are not set at the TELRIC level.  The rates for unbundled loops and local switching in Pennsylvania (including the switch port and switching per minute rate elements) are far in excess of rates that exist in other states and the FCC’s Proxy Rates.� 





		Furthermore, new evidence adduced in this docket undercuts a critical assumption relating to loop costs from the MFS III Order.  In the MFS III decision, the Commission adopted the BA-PA loop cost model.  The loop cost model assumed a forward looking network based on Next Generation Digital Loop Carrier systems (NGDLC).�  Having made that assumption, BA-PA then made a critical second assumption, namely that:





The prices Bell expects to pay for NGDLC systems will be comparable to that Bell now pays for IDLC and [Integrated Digital Loop Carrier]….  Accordingly, Bell has assumed its future costs [will be] between the existing UDLC [Universal Digital Loop Carrier] and IDLC costs. � 





We subsequently adopted BA’s position.�





		Whatever validity existed in 1997 for BA-PA’s assumption that NGDLC would cost about as much as existing Integrated Digital Loop Carrier (IDLC) and Universal Digital Loop Carrier (UDLC), we find that assumption is no longer true. BA-PA’s own documents demonstrate that.  Attachment 3 to Mr. Laub’s Rebuttal testimony is a BA-PA document regarding the imple�mentation of NGDLC and the relative costs of NGDLC as compared to IDLC.�  That document, which we find credible, demonstrates that in all instances NGDLC is significantly less expensive than either UDLC or IDLC.�  This evidence, inter alia, indicates to us that this is a declining cost industry� and therefore BA-PA’s loop and switching costs need to be reexamined.�  





		Only MCIW produced an UNE cost study in this proceeding.  Specifically, MCIW presented the testimony of Mr. John C. Klick that provided recommended pricing for basic UNEs and of Mr. Laub that discussed pricing of xDSL-capable and xDSL-equipped loops.  The prices suggested by Mr. Klick were derived from the HAI Model, Version 5.1.�  Because this proceeding did not provide for a complete examination of this cost model, we will not adopt it as the definitive cost model for Pennsylvania ratemaking at this time.  However, the rates produced by the HAI, which has received considerable review and examination at the FCC and other states, were significantly less than the rates presently included in Tariff 216.  This also strongly suggests that the current rates are too high.





Question 3:	How can UNEs be combined and connected to CLECs networks?





		When it comes to the method of combining elements, the rule of nondiscrimination must apply.  Whatever means, whether manual or electronic, that BA-PA uses to combine elements for itself and its end users should be made available to CLECs.  This issue will be discussed more fully in the UNE Platform and EELs section of this Order.  Our position here is complimentary to our position on Interconnection discussed in Section VI of this Order, and it should be implemented in conjunction with those determinations.





C.	Discussion and Resolution of Issues





	1.	UNE Loop for Residential and Business Customers





		In its petition, BA-PA proposed new unbundled loop rates but did not support the proposed rates with any record evidence.  BA-PA asserts that since the MFS III rates are TELRIC-based, then its proposed new rates, which are lower, must also be TELRIC-based. That is simply not correct.  As noted above, the record indicates that the telecommunications industry is a declining cost industry.  BA-PA has provided no evidence upon which we can determine that its proposed rates, although lower than present rates, have kept pace with that decline.  Moreover, despite our express intention to reexamine existing rates, BA-PA has failed to address any changes that may have occurred which would address the magnitude of rate reductions necessary.  We have previously noted that the loop cost studies in MFS III were based on the incorrect assumption that the costs of NGDLC would be roughly equivalent to the average of the costs of IDLC and UDLC.  In fact, the costs of NGDLC, which BA-PA models, are significantly lower than either IDLC or UDLC.�  We have already acknowledged the need to re-examine the UNE prices that resulted from its order in MFS III, unfortunately, BA-PA has not provided us with the necessary basis upon which to find that its proposed rates are appropriate.  





		Mr. Klick calculated the TELRIC rate for unbundled loops for the four cells in BA-PA territory using the HAI Version 5.1 model.  Those resulting HAI Version 5.1 rates as compared to those POTS 2-wire UNE loop rates in the 1648 and 1649 Petitions after FCC 271 approval are as follows:





				HAI Version 5.1		    1648	        1649


Density Cell		Monthly Recurring Loop Rate	  Petition	      Petition


	1				$  3.59			  $10.25	     $10.25


	2				$  7.03			  $11.00	     $11.00


	3				$  8.72			  $14.00	     $14.00


	4				$16.73			  $17.50	     $17.50





	Average			$10.09			  $14.01	     $14.01





		We are not persuaded to rely entirely upon the HAI 5.1 model to determine UNE rates, as we have some criticism of the model. Although we appreciate that the HAI 5.1 Model is a forward-looking cost model, which takes into consideration anticipated changes in doing business through the year 2003, the number of inputs (over 1400 user-definable values according to paragraph 6.1.4 of Attachment JCK-2) contained in the model makes it difficult to determine the reasonableness of each one.  We were only able to find approximately 360 inputs of the referenced 1400 inputs stated by Mr. Klick.  (Appendix B of Attachment JCK-2).  Based on our limited understanding of the HAI 5.1 Model and its products we are reluctant to rely on it for establishing replacement rates for those adopted in MFS III.





		During the course of MFS III, we used the BA-PA cost model and examined the inputs used for that model, based upon the record developed in that proceeding.  A series of “scenarios” was developed, each scenario based upon different adjustments to inputs such as cost of capital and fill factor.  In reaching our determination in MFS III, we necessarily made determinations regarding the inputs used in the model and, based upon the scenarios developed in that proceeding, we were able to derive the rates which resulted from the input determinations. After notice and hearing on those scenarios, we entered an Order on August 7, 1997, which adopted inputs and committed to the reexamination of BA-PA’s unbundled rates one-year later.





		Given the record before us in this proceeding, we have decided to reconsider our determinations regarding several of the model inputs that were fully developed during MFS III and will modify our conclusions consistent with those variable inputs that were used to derive “Scenario Number 9” which was submitted May 19, 1997.  The specific assumptions that we reconsider here to reach this determination are the cost of capital and fill factors.  In MFS III, we adopted a cost of capital of 11.9 percent. (MFS III Order entered April 10, 1997 at 40).  The fill factor used was 70 percent. (MFS III Order entered April 10, 1997 at 73).





		The issue of cost of capital was hotly contested in MFS III.  We note that several of the parties argued that an appropriate figure was 9.83 percent.  Moreover, BA-PA’s parent company, Bell Atlantic had represented to the Securities and Exchange Commission, as well as its investors, that its actual cost of capital was between 8 percent and 10 percent at the time of the Bell Atlantic - NYNEX acquisition.�  Given the serious legal liability that attaches to false or inaccurate proxy statements, we cannot discount these indications of a lower cost of capital.  Given that interest rates have not increased significantly since that time, we are confident that the lower cost of capital advocated by  the parties in MFS III would be appropriate for use as an input element for purposes of determining UNE rates.  In fact, we note that in the most recent publicly available report prepared by the staff regarding the quarterly earnings of fixed public utilities, the market-based 52-week cost of equity capital for the Bell Regional Telephone Companies, which included BA-PA, is 9.81 percent.�  Under the circumstances, we find that the use of an 11.9 percent cost of capital is no longer appropriate, and that use of the 9.83 percent cost of capital input within Scenario 9 is a more reasonable assumption at this time.





		As with cost of capital, fill factor was another input decision that was aggressively contested in MFS III.  It was argued during the appeal of MFS III that the model included internally inconsistent assumptions with respect to depreciation lives and fill factors.  The depreciation life of a network element is simply the average time from when an element is deployed until it must be replaced.  A shorter depreciation life results in higher cost per unit of time, as the cost of the element is spread over a shorter period.  A fill factor is the ratio of facilities that are in use to facilities that are spare; for example, if 100 loops have been deployed but only sixty (60) are in use, the fill factor is 60 percent.  A lower fill factor results in higher costs, because the cost of the spare facilities must be incorporated into the cost of those that are in use.  





		The pricing model inputs adopted by the Commission included acceptance of BA-PA’s proposal to assume useful lives shorter than had been prescribed when setting rates for its facilities, but assumed low fill factors that reflect investment in enough facilities to last far longer than the assumed depreciation rates.  Thus, BA-PA’s model was permitted to use inconsistent assumptions for depreciation and fill factor with the result that the cost to be passed on to purchasers of unbundled network elements was inflated.  





		We do not consider our determination regarding the appropriate lives for electronic equipment to have been in error and this record suggests that our judgment on this point was correct.  However, we now recognize the inconsistency that was inherent in our earlier determination regarding fill factors.  The fill factor input variable that was used in the development of several of the scenarios filed May 20, 1997, in response to our April 25, 1997 Secretarial Letter in the MFS III proceeding,� matched the fill factor that was used for fiber at 85 percent and represents a reasonable compromise between the arguments advanced for the use �
of either seventy (70) percent or ninety-one (91) percent, each of which is correlated with expectations with respect to the growth in the number of lines in service.  The ninety-one (91) percent fill factor is derived from an estimated growth rate of only 1.9 percent whereas current experience and testimony indicates a growth rate of approximately three (3) percent.  For these reasons, we have determined that it is appropriate to reconsider our determination of the fill factor and adjust that assumption to eighty-five (85) percent.





		As further support for our decision to adopt the UNE rates associated with Scenario Number 9, the run which used inputs for cost of capital and fill factor that we adopt here, we note that both the 1648 and the 1649 Petitioners proposed to reduce the existing 2-wire loop rates from an existing statewide average of $16.78 to $14.01.  We also note that the weighted statewide average loop rate in Scenario Number 9 is approximately $14.04.  Based upon the remarkable similarity between the weighted average loop rates proposed in the 1648 and 1649 Petitions and the results of Scenario 9, we rely on the record evidence to modify existing loop rates per Scenario 9.   





		We also note that the exercise of calculating the weighted loop rate is sensitive to the number of loops identified for each of the four (4) Density Cells and that the date of the Scenario 9 cost model run was May 1997.  However, since the rates developed using Scenario 9 are based upon the most recent on-the-record information available to us, and we declined to use the HAI 5.1 Hatfield model as presented by MCIW in this proceeding, we are of the opinion that the schedule of rates produced under Scenario 9 are just and reasonable based upon the record before us.





		We therefore conclude that the loop rates proposed at para�graph 15(a) of the 1648 Petition and paragraph 64 of the 1649 Petition, although not identical to the Scenario 9 Loop rates by Density Cell, are just and reasonable when the statewide average loop rates are taken into consideration.  We shall also honor the 1649 Petitioner’s request and phase-in the rates in two steps -- the first phase of a 13.59% reduction is to be filed within 30 days of the date of entry of this Order and the second phase of an additional 2.918% reduction is to be filed upon FCC approval of BA-PA’s Section 271 filing, but in no event later than one year from the date of entry of this Order.  Therefore, within 30 days of the date of entry of this Order, we direct BA-PA to file a tariff supplement (Tariff Supplement 1) to its Tariff No. 216, to become effective on one day’s notice, which reduces all UNE loops by 13.59%.  Loop rates for ISDN, Customer Specified Signaling (2-Wire), Customer Specified Signaling (4-Wire), and DS1 shall also be reduced by 13.59% during the first phase-in.  Specifically, BA-PA’s 2-wire loop rates will be reduced to a statewide average rate of $14.50 (a 13.59% reduction), using the following rates for each density cell:





	Density Cell			Tariff Supplement 1 Rates


			1			     From $11.52 to $10.65


			2			     From $12.71 to $11.20


			3			     From $16.12 to $14.75


			4			     From $23.11 to $17.75





		      Average			     From $16.78 to $14.50





		With regard to the second phase-in, we shall direct BA-PA to file a tariff supplement (Tariff Supplement 2) to its Tariff No. 216, upon the FCC approval of its Section 271 filing, but no later than one year from the effective date of the entry date of this Order, to become effective on one day’s notice, which further reduces its 2-Wire UNE Loop rates to a statewide average rate of $14.01 (an additional 2.918% reduction), using the following rates for each density cell:





		Density Cell			Tariff Supplement 2 Rates


			1			     From $10.65 to $10.25


			2			     From $11.20 to $11.00


			3			     From $14.75 to $14.00


			4			     From $17.75 to $17.50





		      Average			     From $14.50 to $14.01





		Loop rates for ISDN, Customer Specified Signaling (2-Wire), Customer Specified Signaling (4-Wire), and DS1 shall also be reduced by an additional 2.918% during the second phase-in.





	2.	Basic Port Rates





		The 1648 Petitioners propose a full-featured port rate, set at the current MFS-III rate of $2.67 per month, and a rate similar to the style adopted in New York state, set at $1.90 per month, which includes all features in the port except for four (i.e., 3-Way Calling, Centrex Intercom, Custom Ringing, and Calling Number Delivery Blocking), which would then be available separately.�  BA-PA proposed to establish a port rate in its compliance filing using the MFS III assumption.  BA-PA did not propose a specific rate during the course of this proceeding.





		The 1648 Petition’s proposal recognizes the importance of the port to the development of local exchange competition and thus prices it at a reasonable rate.  A CLEC seeking to provide competitive local exchange service through use of the UNE platform must lease a switch port from BA-PA,� and the cost of the port to the CLEC will have a decided impact on that CLEC’s ability to economically provide that service.�  Thus, ensuring that the port is available at a rate that permits the economic use of that element in the provision of competitive local exchange service, is fundamental to the 1648 Petition’s port rate proposal.





		The 1648 Petition’s port rate proposal is based upon the New York Commission’s conclusion that the charge for the switch port charge already includes all features and functionalities of the switch, except for those applications requiring specialized hardware.�  This is clearly not the case with the 1649 Petition proposal, which indicates only that a rate will be developed using the reconsidered MFS-III assumptions.  BA-PA purports to have not calculated, or even estimated, what the final port rate would be under the 1649 Petition’s proposed method�ology.�  As BA-PA witness Whelan admitted on cross-examination, however, it was his “expectation” that the rate for the full-featured port would, in fact, exceed the current MFS-III rate of $2.67 per month.� 





		Using the MFS-III assumptions and methodology that BA-PA asserts it would use in the 1649 Petition, as well as the actual data from the MFS-III proceeding, AT&T witness Baranowski calculated that, under BA-PA’s proposal, the rate for a switch port that properly includes all vertical features would be a rate that is several times the rate BA-PA currently is charging.�  Significantly, BA-PA did not attempt to rebut or otherwise contest this calculation.





		We are of the opinion that BA-PA’s port rate proposal would have an adverse impact on a CLEC’s ability to make economic use of the port, especially as part of the UNE platform.  The evidence in this case demonstrates that, with BA-PA’s port rate proposal, the competitive situation would, if anything, be even worse than under MFS-III, especially for residential customers.  We shall require BA-PA to incorporate the proposal set forth by the 1648 Petitioners into its Tariff No. 216.  As we noted above in our loop rate determination, the declining cost status of the industry strongly suggests that the rate determined here should be less than current rates.  Since this port offering includes all features, yet the rate is the same as that established in MFS III, the rate is effectively less. 





		For the foregoing reasons, we shall adopt the port rates specified in the 1648 Petition and direct BA-PA to include in its Tariff Supplement 1, within thirty (30) days of the date of entry of this Order, the following modifications with regard to the switch port, to become effective on one day’s notice:





Local Switching Port





Option A:





Rate per port, per month *					$2.67





*	Shall include all Vertical Features that are currently included in the Originating and Terminating Local Switching rates.





Option B:





Rate per port, per month *					$1.90





*	Shall includes all features in the port except 3-Way Calling which will be priced individually at the prices below:





			3-Way Calling, rate per month			$0.52


			Centrex Intercom, rate per month			$0.45


			Custom Ringing, rate per month			$0.16


			Calling Number Delivery, rate per call		$0.002





	3.	UNE Switch Rate Reductions





		The Petitioners in the 1648 and 1649 Petitions both propose identical UNE switch rates.  The proposed rates are $0.001802 per minute of use for the originating local switching UNE and $0.001615 per minute of use for terminating local switching UNE.  Unlike the currently tariffed local switching rates, they do not include any vertical features since those are now included in the flat monthly port charge.





		We shall adopt the UNE switching rates specified in the 1648 Petition.  Therefore, we shall direct BA-PA to incorporate the UNE switching rates into their Tariff No. 216 as follows:





Local Switching





								


Originating, per minute of use			       $0.001802





Terminating, per minute of use			       $0.001615








	4.	Other UNE Rates





		BA-PA Tariff No. 216 currently contains all of the UNE rates authorized by our August 7, 1997 Order at MFS III at A-310203F0002 et al., as well as subsequent Orders which either added additional UNEs or modified existing UNEs.�  Each of the scenarios, including Scenario 9, submitted in response to the Commission’s April 25, 1997 Secretarial Letter, contains a full set of compliance UNE rates comparable to the BA-PA Tariff No. 216 compliance filing rates accepted by the Commission.  As we previously stated in the discussion on UNE Loop rates for Residential and Business Customers, we have reconsidered two (2) model input variables which correspond to the model output results of Scenario 9 and found the results to be just and reasonable.  Therefore, having reconsidered the inputs that yielded Tariff No. 216, we conclude that the balance of the Tariff No. 216 output UNE rates to have been reconsidered as well. Therefore, we direct BA-PA to file an appropriate amendment to Tariff No. 216 which replaces all of the existing rates that have not otherwise been addressed in this proceeding.  The schedule, derived from Scenario 9, and previously identified as Appendix A� to this Order, contains a summary of our conclusions regarding the rates for the amended Tariff Supplement 216.  Rate decreases for these remaining UNEs will also be subject to the two-step phase-in (i.e., 13.59% reduction within thirty (30) days of the entry date of this Order and an additional 2.918% upon approval of BA-PA’s Section 271 filing by the FCC, but in no event later than one (1) year from the effective date of the Commission’s order in this matter).  Due to their relatively small size, non-recurring rate increases will become effective with the first step. 





		Before concluding this section, we want to clarify here several of the provisions of the Tariff Supplement 216 amendment that relate to digital services which will be discussed in more detail in the Digital Tariffs and Other High Speed Technology Issues section of this Order.  Two-wire ADSL capable loops are to be offered in the amended Tariff Supplement as UNEs and priced at the respective Density Cell 2-wire loop rates.  Four-wire HDSL capable loops will also be offered in the amended Tariff Supplement as UNEs and priced at the respective Density Cell 4-wire loop rates.  Further, the supplement to Tariff 216 will provide for the virtual collocation of dedicated DSLAMS, consistent with our conclusions regarding collocation at Section III elsewhere in this Order. 





		It is readily apparent to us that rapid changes in network architecture and technological innovation will result in an expanding demand for the identification of new or additional network elements.  As such, it is prudent to anticipate those developments and provide a procedure to make such requests.  Therefore, it will be our policy from hereon, to require carriers seeking new UNEs to first direct their attention to BA-PA by requesting in writing such access to new UNEs. If a satisfactory response from BA-PA is not received within ten (10) days of the receipt of the request, any requesting CLEC may petition the Commission, requesting that such UNE(s) be offered.  During this proceeding several carriers requested DS-3 loops.  Our review of Tariff 216 reveals that several DS-3 related UNEs are tariffed but that DS-3 loops are not.  In our opinion it would serve no purpose to ignore this request and subject it to this emerging policy process.  BA�PA is therefore directed to provide for a DS-3  loop in when it files its supplement to Tariff Supplement 216.  Furthermore, BA-PA shall establish the price for a DS-3 loop consistent with our reconsidered model input findings at MFS III and our loop finding herein.
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	�	AT&T St. 4.0, at 15.  Mr. Baranowski’s calculations, which have not been contested by Bell, are described fully at pages 14-15 of his testimony.  Significantly, and as a point of comparison with this Bell rate, the FCC, in developing the port rate proxy range of $1.10 to $2.00, declined to rely on a $6.00 monthly port rate that had been developed for GTE in Florida.  Order on Reconsideration, CC Docket No. 96-98, Sept. 27, 1996, ¶8.  This decision was based in part on the FCC’s determination that the $6.00 was “more than three times as large as any of the other rates set by state commissions with forward-looking cost studies available.”  Id.  
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	�	For rates which were filed after the MFS III computer runs, the Attachment does not include a rate.  Instead, it is indicated by the phrase “After Scen. 9.”  Bell shall file an appropriate rate for these services based on the Scenario 9 computer  run.
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