The unrebutted evidence in this case demonstrates that SBC Ameritech is creating new
databases and interfaces for its new overlay network of DSL-capable RTs in Project Pronto, For
example, SBC Ameritech’s May 24, 2000 Accessible Letter re~-introducing Project Pronto
alludes to a new database and/or system dubbed SOLID, and a “new” GUL**® Nowhere in this
case did SBC Ameritech commit to provide Rhythms and Covad with access to such databases
and interfaces. Indeed, as discussed above, Ms. Jacobson’s testimony even omits the data
clements related to Project Pronto that SBC had agreed to give CLECs during the POR process.
Further, although SBC Ameritech has agreed in principle to update its databases with loop
provisioning information as CLECs order and pay for manual (paper record) searches,”’ it has
not committed to permanently store and make available such information to CLECs in databases

such as LFACs.
S, The POR Process Does Not Preempt State Authority And
Failed To Establish OSS Sufficient To Support CLEC Needs

SBC Ameritech improperly attempts to convince the Commission that it should be
allowed to rely solely on the results of the FCC’s POR requirements in the Merger Conditions
Order to meet its OSS obligations in Illinois. Not only was the POR process not designed to
examine OSS necessary for line sharing, it is only intended to establish a minimum level of 0SS
support to mitigate competitive harms arising from the merger. The POR process was not
intended as a substitute for a state’s own judgment as to what OSS are necessary to allow CLECs
full and fair access to line shared loops for the provision of xXDSL services. Further, the process
has failed to produce an acceptable plan for developing sufficient OSS for CLECs. As
demonstrated in detail below, SBC Ameritech canmot demonstrate that it is providing non-

discriminatory access to OSS.

6. SBC Ameritech Fails to Discredit The Rhythms OSS
Testimony

SBC Ameritech strenuously objected to Rhythms’ OSS witness Anita Taff-Rice on the
basis that she is an attorney, and thus is not qualified to testify on OSS issues. SBC Ameritech’s

objection is meritless. It is well-settled that one attorney may act as an advocate in a trial in

56 gchlackman Cross Exh. 1.0, Accessible Letter, at 11.
7 Jacobson Cross Exh. 2.0, Adv. Serv. POR, at 17.
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which another lawyer in that attorney’s firm will be called as a witness.*®* Ms. Taff-Rice did not
act as both advocate and witness in this proceeding, and thus her appearance as a witness is
clearly authorized. '

In addition, any person qualified by practical experience, or by professional, scientific, or
academic training, which imparts to her a special knowledge not shared by persons in ordinary

% An expert’s testimony may be based on

walks of life, may testify as an expert in a proceeding.
personal observation as well as a hypothetical presentation.*® Ms. Taff-Rice has more than ten
years’ experience in the telecommunications industry, and has specific experience on the subject
of OSS. Ms. Taff-Rice has first-hand knowledge about the specific POR meetings on which
SBC Ameritech relies as a substitute for fulfilling its obligations under the UNE Remand Order.
Indeed, Ms. Taff-Rice was the only witness presented who attended all of the POR meetings
regarding xDSL services.”*! Additionally, Ms. Taff-Rice acted as an informal facilitator at the
POR meetings on behalf of the CLEC community and anthored one of the OSS exhibits admitted
in this case.”*?

Notably, SBC Ameritech made no effort whatsoever to challenge either the substance of
Ms. Taff-Rice’s testimony or her knowledge or expertise on the subject matter. Instead, SBC
Ameritech engaged in a five-minute cross examination solely on non-substantive matters
regarding the nature of Ms. Taff-Rice’s employment. Given SBC Ameritech’s trivial cross
examination, SBC Ameritech has waived any claim that her testimony is improper, and cannot
be heard to argue now that Ms. Taff-Rice is somehow substantively unqualified to testify in this
proceeding. SBC Ameritech’s refusal to cross-examine Ms. Taff-Rice on the substance of her
testimony itself indicates that Ameritech concedes her expertise on those issues.** Indeed, even

the non-substantive cross examination conducted by SBC Ameritech confirmed that Ms. Taff-

Z¥ RPC 3.7(c).

¥ E.g., Diazv. Chicago Transit Authority, 174 111. App. 3d 396 (1% Dist. 1988); In Re Marriage of Olsen, 223 1lL.
App.3d 636 (2d Dist. 1992). The admission of expert testimony is within the sound discretion of the trial court
and will not be disturbed absent an abuse of that discretion. First Nat. Bank v. Village of Mt. Prospect, 197 Il
App. 3d 855 (1* Dist. 1990).

0 E.g., Spence v. Commonwealth Edison Company, 34 11l.App.3d 1059 (1% Dist. 1975) (personal knowledge of
location and expertise in safety); Board of Education v. Del Bianco & Assoc., 57 Il App.3d 302 (1% Dist. 1978)
(architect’s opinion of replacement cost damage to building).

*!'" Hearing Tr. (Jacobson), (didn’t attend all POR meetings), 708:2-5; Rhythms/Covad Exh. 2.0, Taff-Rice, at 1-2.

2 See Jacobson Cross Exh. 1.0, Adv. Servs. POR Notification, at 24.

* 1t should also be noted that the Commission Staff declined to cross examine Ms. Taff-Rice.

49




Rice’s level of OSS expertise was sufficient that Rhythms’ lead attorney relied on her for
preparation of cross examination of SBC Ameritech’s OSS witness.

SBC Ameritech presented no evidence at all that Ms. Taff-Rice did not have a sufficient
level of expertise to testify on OSS. Indeed, Rhythms and Covad submit that SBC Ameritech did
not avail itself of the opportunity to fully cross examine Ms. Taff-Rice because SBC Ameritech
was aware that further cross examination would only enhance her testimony. Uncontradicted
and unimpeached expert testimony cannot be rejected arbitrarily.** Thus, SBC Ameritech’s
objections to the appearance of Ms. Taff-Rice as a witness are manifestly specious, were

propetly rejected during the hearing, and should be dismissed outright.

B. SBC Ameritech Has Not Provided Rhythms Or Covad With Either
The Data Or Mechanized Access Sufficient To Support Their Needs
In Provisioning xDSL Services On Line Shared Loops

SBC Ameritech employees have direct access, as well as gateway access, to all loop
provisioning information in SBC Ameritech’s records, backend systems and databases.*** The
UNE Remand Order requires SBC Ameritech to provide CLECs with access to loop
provisioning information in the same manner and in the same timeframe as such information is
available to its internal operations or affiliates. Therefore, SBC Ameritech must provide CLECs
with both direct and gateway access to loop provisioning information.”*® SBC Ameritech is
unwilling to provide Rhythms and Covad with direct access to the back-end systems and
databases containing the information.

Rhythms and Covad have requested in this arbitration, and through the POR process, that
they be given direct and gateway access to SBC’s loop provisioning information. Rhythms and
Covad have explicitly stated that direct access should be supported on a read-only, or mediated
basis. >*’ Thus, Rhythms and Covad would not be able to manipulate or change any of the data,
thereby eliminating any possible security concerns that SBC Ameritech might have about CLEC

% In Re Glenville, 139 111. 2d 242, 251 (1990).

' Hearing Tr. (Jacobson), at 687-690; 690:13-18.

*8  Direct access to databases such as LFACS is not of the type governed by ¥ 29 of the Illinois Merger Conditions,
and about which Commission staff have expressed concerns. Paragraph 29 is referencing direct access to
SBC’s core ordering and provisioning system SORD (which directs and controls the entire ordering process).
Access to individual databases is much more limited than would be access to SORD. Rhythms Exh. 3.0, Taff-
Rice,

7 Jacobson Cross Exh. 1.0, at 16.




access to data. Despite the legal mandate of the UNE Remand Order, and Rhythms’ and
Covad’s repeated requests, SBC Ameritech has not committed to provide direct access to its
records, backend systems and databases.

SBC Ameritech has also failed to provide Rhythms and Covad with sufficient gateway
access to OSS. SBC Ameritech’s witness Ms. Jacobson asserts that the company is providing
CLECs with all access they require to SBC Ameritech’s OSS. Specifically she mentions two
modifications, one implemented on April 3, 2000 and one implemented on May 17, 2000.
However, the record evidence clearly demonstrates, as described below, that these modifications
only partially address CLEC requirements for access to OSS, and some capabilities will not be
useable by CLECs until March of next year.

The April 3, 2000 modification referenced merely added some of the new data elements
SBC Ameritech agreed to provide to CLECs through the POR process.**® The May 17, 2000
modification added some mechanized ordering capabilities to EDI, SBC Ameritech’s ordering
interface.”* However, these modifications fall far short of the capabilities needed by CLECs.
First, the EDI ordering system must be accessed via a graphical user interface (“GUI”).> SBC
Ameritech currently does not offer a GUI for pre-ordering and ordering.**' SBC will offer a GUI
for pre-qualification, an extremely limited lookup that provides loop length on September 1,
2000.”** Such capabilities are scheduled to be added in September.”*> SBC Ameritech will not
offer a standardized GUI usable by CLECs in Illinois for pre-ordering (Verigate) or ordering
(LEX) until March 24, 2001.%**

In the interim, CLECs that do not’have EDI pre-ordering systems and will be unable to
place mechanized orders for xDSL service. Neither Rhythms nor Covad have such a system. >
Thus, Rhythms and Covad, like all other CLECs without EDI pre-ordering systems, will only be

able to place xDSL service orders by fax or email until next year.

5 Jacobson Cross Exh. 1.0, Adv. Servs. POR, at Attachment A, pg. 8.

¥ Tacobson Cross Exh. 4.0, at 41.

#9 1d. at 8.

L Ameritech Ilinois Exh. 3.0, Jacobson, at 7.

22 Jacobson Cross Exh. 1.0, at 14,

*¥ Covad Exh. 1.0, Carter, at 102: 19-20 {Loop qualification information is not available on TCNet until
September).

% Jacobson Cross Exh. 4.0 at 41,

% Covad Exh.1.0, Carter, at 102: 19-20 (Covad does not yet have EDI operational),
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Rhythms and Covad have demonstrated that it is not difficult for SBC Ameritech to
configure its OSS to provide CLECs with mechanized access to gateways and interfaces
necessary to utilize line-shared loops. SBC Ameritech has been planning to offer xDSL through
a separate affiliate.”® Therefore, SBC Ameritech has necessarily been developing OSS to allow
two different carriers to order, provision, test and bill for services provided on a single loop. The
FCC has concluded, and the evidence in this proceeding shows, that SBC Ameritech will need to
make only incremental adjustments to their OSS to support line sharing with unaffiliated
carriers.””’ After a thorough review of the matter, the FCC determined that ILECs such as SBC
Ameritech will not have to undertake a major development initiative to modify their OSS to
support line sharing. *** The FCC provided SBC Ameritech a six month grace period to make all
such modifications. SBC Ameritech should thus have been able to meet the FCC’s June 6, 2000
deadline, since it was given a sufficient period to make OSS modifications to support line
sharing.>* The Commission should order SBC Ameritech to expedite its current schedule of
0SS modifications to support immediately all of the OSS functions and capabilities available in
other SBC states.

III. COSTING ISSUES

Issue No. 6: What Are The Appropriate Recurring And Non-recurring Charges
For All Elements Of The Line Sharing UNE?

Under this issue, Covad/Rhythms discusses charges associated with the high-frequency
portion of the wire sharing loop and the splitter. Charges for other elements of the line sharing
UNE are discussed under other issues. The prices for cross connects and tie cables are discussed
in Issue No. 11, charges for OSS are discussed in Issue No. 12, charges for loop conditioning are

discussed in Issue No. 13, and charges for loop qualification are discussed in Issue No. 14.

6 See Request of SBC Ameritech Advanced Solutions, Inc. For Interim Arbitration, at 1.

¥7 Line Sharing Order, 79 96, 99.
2% Line Sharing Order, §99.
*? Line Sharing Order, 9 99.
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A. Charges For The High-Frequency Portion Of The Loop

The cost-based, non-discriminatory price for the high-frequency portion of the loop in the
home-run copper case is $0.2* The FCC set forth a simple prescription in its May 31, 2000
Access Charge Order:

The Line Sharing Order concluded that states should not permit incumbent LECs
to charge more to competitive LECs for access to shared local loops than the
amount of loop costs the incumbent LEC allocated to ADSL services when it
established its interstate retail rates for those services. To date, we are not aware
of any incumbent LECs that have allocated any loop costs to ADSL services.*®!

Although SBC Ameritech does not offer retail ADSL service, the Commission can infer its
position by reviewing SBC’s stance relative to SBC Ameritech’s affiliate, Pacific Bell. In its
federal filing on behalf of Pacific Bell, SBC stated:

Several petitioners contend that Pacific must assign outside plant (local loop)
costs to its ADSL service. But Commission [FCC] rules impose no such
requirement. FCC Rule 61.38 requires LECs to identify the direct cost to provide
the proposed new service. Pacific proposes to transmit ADSL over loops under
tariffs already approved by the Commission and state regulators. Loop costs
therefore contribute nothing to the direct cost of ADSL service. Pacific has
offered a low-speed data-over-voice (DOV) service as part of its Generic Digital
Tariff (GDT) product line in the interstate tariff since 1992. Cost allocation issues
for DOV services were settled long ago.”®

In addition, a monthly recurring price of $0 is also the price that other incumbent local
exchange carriers are offering to competitors. The Texas Commission, in the June 2000 line
sharing arbitration, established a $0 charge for the high-frequency portion of the loop, stating
that a $0 charge is consistent with the general pro-competitive purposes underlying TELRIC

principles.*®

% Covad and Rhythms have voluntarily withdrawn their request to arbitrate prices for line sharing over fiber-fed
loaps in this docket. From this point forward in the brief, therefore, we discuss pricing exclusively in the
context of line sharing in the home-run copper case.

3l gixth Report and Order in CC Docket Nos. 96-262 and 94-1, Report and Order in CC Docket No. 99-249,
Eleventh Report and Order in CC Docket No. 96-45 (rel. May 31, 2000}, 1 98.

62 Reply of Pacific Bell, In the Matter of Pacific Bell, Pacific Tariff FCC No. 128, Transmittal No. 1986, Pacific’s
ADSL Service, June 26, 1998, at 15 (emphasis added) (footnotes omitted).

3 | ine Sharing Interim Award, Public Utility Commission of Texas, Docket Nos. 22168 and 22469 (June 6,
2000), at 26.




The non-discrimination basis is equally clear. Non-discrimination requires that UNE
prices permit an unaffiliated competitor that is equally efficient as the ILEC or its data affiliate in
supplying the competitively provided portions of DSL services, such as the customer premises
equipment and DSLAM, to have the same opportunity to earn an overall corporate profit from
the offering of DSL-based services as does the incumbent’s parent company. The only price for
the high-frequency spectrum of the local loop that satisfies this requirement is $0, because that is
the loop cost that incumbents, including other SBC affiliates, have imputed to their retail ADSL
service.”®*

The cost basis for a $0 price is straightforward. The incumbent incurs the same forward-
looking economic cost for feeder, distribution and loop termination facilities whether it provides
an entire loop, just the high-frequency portion of the loop or just the remaining frequency of the
same loop. Therefore, a $0 price for the high-frequency portion of the loop is TELRIC-
compliant.*®> Presumably, this Commission has established prices for SBC Ameritech’s retail
and wholesale services in Illinois that are designed to recover all allowable loop-related costs.
SBC Ameritech does not propose to reduce any of the other loop-related prices in conjunction
with the establishment of a positive price for the line sharing UNE. Thus, any revenues that SBC
Ameritech receives for line shared loops will represent double recovery of the previously
allowed loop costs.?%® This Commission should not reward SBC Ameritech with bonus revenue
for its delay in offering efficient, line shared xXDSL services to Illinois consumers.

The prices that SBC Ameritech have proposed, however, could equal or even exceed the
price of a stand-alone xDSL loop. As Ms. Meyer acknowledged, the monthly recurring costs for
a line shared loop in Zone A under SBC Ameritech’s proposed pricing exceed the monthly
recurring costs for a standalone UNE loop in the same Zone.?®” Specifically, the monthly
recurring costs of a line shared loop in Zone A include the HFPL ($1.30), cross connects (56
cents), the OSS upgrade (87 cents) and the ILEC-owned splitter ($1.32), totaling $4.05 per
month. In contrast the monthly recurring costs of a standalone UNE loop include the loop

(82.59) and cross connects (14 cents), totaling $2.73 per month.*®®

%64 See e.g., Pacific Bell Telephone Co., Tariff FCC No. 128, Transmittal No. 1986 (June 15, 1998).
%5 Covad/Rhythms Exh. 1.0, Murray, at 17.

6 Covad/Rhythms Exh. 1.1, Murray Suppl., at 10:10-14.
%7 Hearing Tr. (Meyer), 945-51.

268 Id
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As another incumbent, Bell Atlantic, has stated, “fa/ny requirement to impute loop costs
to DSL would artificially inflate the cost of that service, place Bell Atlantic’s DSL service at a
competitive disadvantage, and deprive customers of truly competitive pricing for these
services.”™ Thus, the sole purpose of SBC Ameritech’s proposed charge for the high-frequency
portion of the loop to CLECs would be to impose a barrier to competitive entry for line sharing.
The Commission can avoid this by establishing a $0 monthly recurring price for the high-
frequency portion of the loop.

Moreover, the staff’s recommendations on interim pricing for the high frequency portion
of the loop are based on a number of misconceptions. Mr. Koch’s opinion that a zero rate for
line sharing would cause the CLECs to lose some of their incentive to build facilities is without
factual or other support. Although a zero rate may have some effect on the incentive to build
facilities, it is neither necessarily true nor is it obvious that any effect that might occur would be
meaningful. A positive price for the line sharing loop might influence a new entrant to seck
alternatives to access the SBC Ameritech-owned copper loop, if such alternatives were available,
and if the new entrant were already committed to entry. However, the FCC’s finding that the
line sharing loop satisfies the “necessary and impair” standard of the Telecom Act implies that

2 Unfortunately, denying competitors

reliance on such alternatives is not a meaningful option.
non-discriminatory access to high frequency portion of the loop, which requires a price of zero,
will influence not just the decision to make or buy facilities, but also the entry decision itself.
Entrants facing a non-zero price are likely to limit the scope of their entry or choose against entry

entirely.:m

B. Splitter Costs

On the day that its costing witness appeared for cross-examination, SBC Ameritech
submitted a new cost study that, among other changes, increased its splitter investment and total

splitter costs by 21 percent each.””? Mr. Smallwood, who sponsored the new cost study, testified
ylp P

29 Bell Atlantic Telephone Companies, Tariff FCC No. 1, Transmittal No. 1076, CC Docket No. 98-168, Bell
Adtlantic’s Direct Case at 13, (emphasis added).

™ Line Sharing Order, ] 25.

2 Covad/Rhythms Exh. 1.1, Murray Supp, at 5: 10-6:4.

** Murray Tr. 445:2-13.
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that this increase was necessary to reflect a ““design change” in which SBC Ameritech chose to
® deploy a type of splitter that includes a test head on the line card.””
The effect of the last-minute modifications to the Illinois cost study is to inflate SBC
Ameritech’s requested splitter port price in Illinois even further beyond the $0.89 per splitter port
price that SWBT-TX proposed, and that Covad and Rhythms recommend Be adopted in Illinois.
® This result is particularly curious because Mr. Smallwood testified that he first learned of the
design change in conversations prior to the Texas arbitration and, as a result, submitted modified
nonrecurring cost results in that arbitration.”” Yet Mr. Smallwood did not modify the recurring
cost study for splitters in Texas, although he had already discovered this “design error.”*"
There is no good reason for SBC Ameritech to be charging substantially more for the
same splitter model in Illinois compared to its proposed charge in Texas. Based on
representations that SBC has made in other line-sharing proceedings, SBC is purchasing the
¢ same splitter model in bulk for deployment throughout the SBC region. According to the
testimony of Ms. Murray, labor rates in Illinois should not be substantially different from those
in Texas.?™® Therefore, SBC Ameritech should not incur a significantly higher cost per splitter
port than would SWBT if the two companies used the same efficient practices to install and
maintain those splitters. The large discrepancy between the $0.89 price per splitter port
recommended by SWBT-Texas, and approved by the Texas Commission,” in the Texas line-
sharing arbitration and the $1.32 price that SBC Ameritech is recommending in this proceeding
¢ is thus prima facie evidence of the unreasonableness of the Illinois proposal.
The Arbitrator and the Commission should give little weight to SBC Ameritech’s belated
increase in its proposed splitter costs. A 21 percent increase over an already unreasonably high
_ price is simply not acceptable when parties have not had an opportunity to conduct discovery
. concerning the new alleged costs or to review the backup documentation concerning the
increased splitter investment, This is particularly true when, as Ms. Murray explained, “there is
no showing here as to the reasonableness of that increase on the investment or the benefit to

companies such as Rhythms and Covad from the choice of that sort of splitte:r.”278

7 Smallwood Tr. 415:7-416:12; see also Smallwood Tr. 30261:9-15.
74 Smallwood Tr. 30263:12-21.
> Murray Tr. 444:8-19.
6 Covad/Rhythms Exh. 1.5, Murray Suppl., at 23:2-3.
) 27 Line Sharing Interim Award, Texas Public Utility Commission, in Docket Nos. 22168 and 22469, June 6, 2000,
at 27.
2 Murray Tr. 445:5-9.
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Further, SBC Ameritech’s new cost analysis illustrates the force of the Rhythms/Covad
critique of the original SBC Ameritech splitter cost study. As noted above, the total cost of the
sphitter increased by the same percentagé amount as the claimed increase in the splitter
investment. This occurs because SBC Ameritech estimated the cost of splitter installation and
maintenance using an “in-place factor” applied to the investment. Based on Mr. Smallwood’s
cross-examination testimony — the first and only explanation of what is included in the generic
factor that SBC Ameritech applied, SBC Ameritech intends this factor to reflect costs such as
power and HVAC (heating, ventilating and cooling) associated with digital circuit equipment, as
well as costs such as the tie cables to and from the splitter,>’”” There is absolutely no reason to
believe that such costs — to the extent that they are applicable to splitters at all — increased 21
percent merely as a result of SBC Ameritech choosing a splitter with a test point on the line card,;
indeed, Mr. Riolo confirmed that the installation costs should be essentially identical for the two
splitter types.

Ameritech admits that the splitter is a passive device that does not require power.

Moreover, the factor includes costs that are clearly inappropriate because SBC
21 Despite this
evidence concerning the splitter technology and associated expenses, SBC Ameritech’s factor

cost methodology incorrectly links splitter expenses to investments in a way that does not reflect

282 A simple comparison of the expenses that

the efficient costs that SBC Ameritech would incur.
result from SBC Ameritech’s factors to the direct estimate of splitter installation and
maintenance costs supported by Covad/Rhythms witness Mr. Riolo, based on his expert
engineering knowledge, demonstrates that the SBC Ameritech factor-based expenses make no
sense for a simple, passive device such as a splitter.”®

SBC Ameritech may respond, as did Staff witness Mr. Koch, that the factor methodology
is one that has historically be employed in Illinois. The question here is not whether factors are
ever appropriate in a cost analysis, but whether SBC Ameritech used factors that reasonably
estimate the relevant costs. The evidence summarized above demonstrates conclusively that the
SBC Ameritech expense factor does not do so. Although these factors might reflect the puts and
takes in installing digital circuit equipment that SBC Ameritech used in the past, such factor do

not reflect the cost of installation activity for any specific new equipment, such as a splitter, that

¥ Smallwood Tr. 323:14-324:16.

B0 Riolo Tr. 532:16-533:7.

1 Smallwood Tr, 324:17-19.

2 Murray Tr. 445:11-446:22,

# Covad/Rhythms Exh. 2.0, Riolo, at 17:1-19:14.
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284 Tndeed, SBC Ameritech’s approach is particularly inappropriate for a

it will place tomorrow.
new activity such as splitter installation, because this activity did not contribute to SBC
Ameritech’s overall historic relationship between digital circuit equipment investment and
installation costs.”®> Application of the SBC Ameritech digital circuit equipment factor would
therefore lead to a systematic overrecovery of the costs that the factor was designed to recover.”*®

SBC Ameritech also inflated its splitter costs by applying an inappropriate and substantial
markup for “shared costs™ into its proposed prices for splitters. This markup is in addition to the
Illinois-specific 12.54% common cost markup that SBC Ameritech and Rhythms/Covad already
applied to line-sharing elements including splitters.”® Yet, SBC Ameritech has provided no
evidence that line-sharing costs were, or should be, included in the group of elements that
resulted in the overall shared cost factor. Absent evidence, the Commission cannot presume that
previously determined shared costs for some preexisting group of elements and/or services have
any reasonable application to splitter costs.

For all of these reasons, the Arbitrator and the Commission should reject SBC
Ameritech’s proposed splitter price and apply as a proxy the $0.89 price that SWBT-TX

proposed for the exact same splitter.

C. Service Order Costs

SBC Ameritech proposes to apply its existing service order charge for a standalone
unbundled loop to orders for line sharing. The Commission is currently considering the service
order charge for an unbundled loop in Docket 98-0396, in which many parties, including
Rhythms and Covad, have filed testimony showing that the current SBC Ameritech charge
exceeds efficient, forward-looking costs. Accordingly, as Ms. Murray testified, “[i]f the
Commission permits Ameritech-IL to apply its existing analog loop service order charge to
orders for line-sharing arrangements, that charge should be subject to refund, pending the
outcome of Docket 98-0396. Otherwise, Rhythms and Covad will be paying more than an

efficient, TELRIC-based price for service orders.”%%®

B 1d at 50:8-12,

B 1 at 50:12-15.

36 Covad/Rhythms Exh. 1.5, Murray Suppl., at ¥#22:9-23:3.
27 Exh. 1.0, Murray, at 47:1-8.

8 Covad/Rhythms Exh. 1.0, Murray Dir., at 59:12-16.
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Issue No. 11: Should SBC Ameritech pay for the cable that carries voice traffic
from the CLEC’s splitter back to SBC Ameritech’s main distribution
frame (“MDF”)? .

SBC Ameritech’s proposed charges for cross-connects purportedly recover the recurring
costs of tie cables and the nonrecurring cost of jumper placements and removals.”* SBC
Ameritech has overstated both the number of such tie cables and jumper activities for which it
should be allowed to recover costs, and the cost per individual item or activity.

Originally, SBC Ameritech proposed identical nonrecurring cross-connect charges for
both CLEC- and ILEC-owned splitters. As discussed above with respect to Issue No. 10, SBC
Ameritech subsequently revised its cost study on the day that its cost witness appeared for cross-
examination. The new study distinguishes between CLEC- and ILEC-owned splitters, proposing
to charge for four jumpers in the former case and five in the latter, as opposed to six in both
instances in the original SBC Ameritech study.”® The new study also includes lower work times
for the individual jumper efforts, which purportedly reflect SBC Ameritech’s experience with

1 That experience is limited to the jumper work for installing line-sharing

Iine sharing to date.
arrangements, so SBC Ameritech has made the simplifying assumption that disconnecting a line-
sharing arrangement will require the same amount of time as was required for the original
connection. >

For tie cables, SBC Ameritech now assumes that line-sharing arrangements will require
six tie cables, at least where there is an Intermediate Distribution Frame (“IDF”) in the central
office. The cost for two such cables — one shielded and one nonshielded — is incorporated in
SBC Ameritech’s proposed recurring charge for cross-connects.””> As previously noted, the
costs for tic cables to and from the splitter are bundled into SBC Ameritech’s splitter charge.
Finally, SBC Ameritech’s presentation in this arbitration does not address the cost for tie cables
to and from the CLEC’s collocation space; instead, CLECs must obtain those tie cables are part

of collocation.**

% Smallwood Tr. 30255:16-20.

**  Smallwood Tr. 30258:20-30259:6.

¥ smallwood Tr. 332:1-339:7.

2 Smallwood Tr. 343:2-344:12.

5 Covad/Rhythms Exh. 1.0, Murray Dir., at **54:8-10.
B+ Smallwood Tr. 30307:3-9.
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A, SBC Ameritech’s Proposal Seeks Cost Recovery for Far More Tie
Cables and Jumper Placements/Removals Than Is Consistent with an
Efficient Configuration for Line Sharing.

SBC Ameritech’s proposal is unreasonable because it results in charges for tie cables and
jumpers that are neither cost-based nor consistent with FCC directives. Instead, a CLEC should
only pay for the single tie cable that would be required to deliver the xDSL high-frequency
signal from a splitter placed at SBC Ameritech’s Main Distribution Frame (“MDF”). This
efficient arrangement would only require placement of two jumpc-:-rs.295

The SBC Ameritech proposal results in costs to the competitor that exceed considerably
those that the FCC found presumptively reasonable in its Line Sharing Order. The FCC
contemplated that incumbents would place the splitter on the MDF, and accordingly stated that:

We would expect that the costs of installing cross connects for xDSL services in
general would be the same as for cross connecting loops to the competitive LECs’
collocated facilities, particularly where the splitter is located within the incumbent
LEC’s MDF. Accordingly, we find it reasonable to establish a presumption that,
where the splitter is located within the incumbent LECs” MDF, the cost for a
cross connect for entire loops and for the high frequency portions of loops should
be the same. We would expect the states to examine carefully any assessment of
costs for cross connections for xDSL services that are in excess of the costs of
connecting loops to a competitive LECs” collocated facilities where the splitter is
located within the MDF. If the splitter is not located within the incumbent LEC’s
MDF, however, then we would expect the states to allow the incumbent LEC to
adjust the charge for cross comnecting the competitive LEC’s xDSL equipment to
the incumbent LECs’ facilities to reflect any cost differences arising from the
different location of the splitter, compared to the MDF. We would expect that
this amount would be only minimally higher than for cross connecting a splitter
located within the MDF to the competitive LEC’s xDSL equipment.*®

The Commission should hold SBC Ameritech to the efficiency standard that the FCC has
established and Mr. Riolo has confirmed.”” At a minimum, the Commission should require
SBC Ameritech to meet a high burden of proof before allowing it to assess cross-connect charges
that are more than “only minimally higher” than the cost of the MDF placement scenario.**®

SBC Ameritech’s showings fall far short of any such standard.

5 Riolo Tr. 530:16-531:12.

¥ Line Sharing Order, Y 145.

#7  Covad/Rhythms Exh. 2.0, Riolo, at 15:1-13.
8 Covad/Rhythms Exh. 1.0, Murray, at 30-31.
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Instead, the Commission should adopt the FCC presumption that the efficient
arrangement of cross-connections is to place the splitter on the incumbent’s MDF. Such a
configuration would allow the incumbent to use its existing connection to the switch for the end
user’s existing voice-grade service and therefore would require only a single tie cable to connect
the high-frequency portion of the loop to a collocator’s space. Mr. Riolo has amply established
that locating the splitter on SBC Ameritech’s MDF is both technically feasible and practical.*
Indeed, this arrangement is far superior to the one that SBC Ameritech proposes because it not
only involves fewer cross-connections, splitter placement at the MDF also minimizes potential
points of failure, leading to more reliable service.*®

In setting line-sharing prices, the Commission should also recognize that SBC Ameritech
always needs a facility such as a tie cable to link its voice-grade service customer to its switch.
This is true regardless of the specific line-sharing arrangement and even for voice only service
when no line sharing exists and the high frequency portion of the loop is not used. The
Commission should not allow SBC Ameritech to assign the cost of that existing facility to a
competitor merely because the service is reconfigured into a line-sharing arrangement.

Even if one assumes for the sake of argument that the incumbent should be allowed to
charge competitors for more than a single tie cable, the Commission should rule out SBC
Ameritech’s proposal to charge for six tie cables where only two tie cables (including the cable
otherwise needed for voice-only services) were previously required. SBC Ameritech’s
recommendation does not meet the FCC’s requirement of being “only minimally higher” than for
cross connecting a splitter located within the MDF to the competitive LEC’s xDSL equipment.

In particular, the Commission should give no weight to the SBC Ameritech scenario that
includes an IDF. In its Advanced Services Order, the FCC prohibits incumbent local exchange
carriers from requiring competitors “to use an intermediate interconnection arrangement in lieu
of direct connection to the incumbent’s network if technically feasible.”””! As Ms. Murray
explained, SBC Ameritech’s inclusion of an IDF in calculating the required tie cables and
jumper work to connect a splitter in a line-sharing arrangement is precisely the kind of

intermediate interconnection arrangement that the FCC has ruled out.’*? Moreover, SBC

99 g
% Hearing Tr. (Riolo), at 530:3-531:21.
U Advanced Services Order at § 42.

*2 Hearing Tr. (Murray), at 448:1-10.




Ameritech’s rationale for including an IDF does not comport with the “scorched node” approach

to forward-looking cost that the FCC has adopted as part of its TELRIC rules.’®?

B. SBC Ameritech’s Assumed Recurring Cost for Individual Tie Cables
Is Excessive and Potentially Internally Inconsistent.

An additional source of concern about SBC Ameritech’s tie cable costs is the
inconsistency in methodology applied to estimate those costs. Mr. Smallwood testified, “When
we install equipment, when we install a splitter, we take the costs of installing a splitter with the
miscellancous materials, which would be the tie-cables to complete the installation, and those
costs are capitalized and made a part of a splitter investment.™% He freely acknowledged that
this methodology for identifying the tie-cable costs to and from an ILEC-owned spliiter is an
entirely different cost approach from the approach that SBC Ameritech uses to estimate the cost
of the tie cables that run between the MDF and the IDF.** Indeed, it appears that there is yet a
third cost estimating methodology, about which SBC Ameritech has provided no information in
this proceeding, that relates to tie cables provided in conjunction with collocation arrangements.
Mr. Smallwood acknowledged that CLECs would have to buy some of the required (and
comparable) tie cables for line-sharing arrangements as part of collocation, but could not explain
the way in which SBC Ameritech had calculated the cost of tie cables in that context.’® Thus,
neither the Commission nor the parties can readily verify that SBC Ameritech has calculated
comparable costs for each of the various tie cables.

The recurring cost for the two tie cables that SBC Ameritech has reflected in its proposed
recurring cross-connect charge appear to be excessive on their face. SBC Ameritech is
proposing to charge CLECs for two sections of 100-pin cable each 200 feet long.*” Yet, SBC
Ameritech has provided no justification for these unusually long lengths of cable that are

unnecessary in an efficient configuration.

3 Murray Tr. 447:9-22. See also Smallwood Tr. 30275:21-30276:22 (discussing Mr. Smallwood’s understanding
of the FCC’s pricing rules).

* Smallwood Tr. 30299:3-8.

355 Smaliwood Tr. 30299:11-15.

306 Smallwood Tr. 30307:3-30308:5.

37 Covad/Rhythms Exh. 2.0, Riolo, at 17:3-4,




The Arbitrator and Commission should simply exclude the cost for the two tie cables
bundled into SBC Ameritech’s splitter investment™®® because these cables would be unnecessary
if SBC Ameritech chose an efficient arrangement, placing the splitter at the MDF. Unfortunately,
it is not possible using the data on this record to “unbundle” the cost of these tie cable. Instead,
the Commission should make the price for an ILEC-owned splitter subject to refund and order
SBC Ameritech to submit a new cost study in the DSL tariff proceeding that removes all tie
cable costs from the splitter investment (as well as making all other necessary corrections in the
splitter expenses discussed under Issue 10 above). CLECs should pay a uniform price for tie
cables, not a price that differs depending on the way in which SBC Ameritech chooses to group
rate elements. That uniform price should be the price for a collocation tie cable, the only tie

cable that would be necessary in an efficient arrangement.309

C. SBC Ameritech’s Proposed Nonrecurring Charge for Cross-Connects
Reflects Excessive Work Times.

Although SBC Ameritech’s revised cost study incorporates fewer jumper placements and
removals and generally lower work times than did its original nonrecurring cross-connect study,
even the revised study result is overstated. Mr. Riolo’s additional live direct provided a detailed
critique of the errors in the revised SBC Ameritech cost study, including excessive times for such
tasks as login and completeness check and cross office test and the erroneous assumption that it
takes as long to disconnect a line-sharing arrangement as to make the original connections.”"
The Arbitrator and Commission should give special deference to Mr. Riolo’s restated task times,
as SBC Ameritech’s “actual” experience with connecting line-sharing arrangements includes
times for jumper work that much more closely match Mr. Riolo’s expert judgment than the times
that SBC Ameritech’s Subject Matter Expert had provided, prior to evaluating the line-sharing
experience.’!! If the Commission makes any use of the SBC Ameritech study at all, it should

apply the alternative task times that Mr. Riolo has provided.
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Presumably, the same is true of the SWBT-TX splitter cost because Mr. Smallwood’s cross-examination
testimony addressed the general costing methodology upon which he relies as an SBC cost analyst.

% Smallwood Tr. 316:8-317:12.

Y% Riolo Tr. 521:4-528:1,

1 Murray Tr. 442:21-443:5.




Issue No. 12: What, if any, charges for OSS upgrades should CLECs pay to SBC
Ameritech to accommodate line sharing?

SBC Ameritech seeks to impose a monthly recurring charge of $0.87 to recover the cost
of upgrades that it allegedly must make to its OSS to accommodate line sharing by unaffiliated
competitors such as Covad and Rhythms. We note at the outset that this charge, on its face,
demonstrates the unreasonableness of applying the extraordinarily high SBC Ameritech shared
cost factor to costs that were not included in the original pool of costs over which that factor was
developed. The SBC Ameritech cost study for OSS upgrade costs purporiedly reflects a pro rata
allocation of an SBC-wide cost across lines in the 13 SBC states, yet in other SBC states, the
incumbent local exchange carrier is proposing a charge of only $0.61 to recover the identical per-
line costs. The high Ilinois shared cost factor means that consumers in this state will be
absorbing a disproportionate share of SBC’s claimed OSS upgrade costs if the Commission
adopts SBC Ameritech’s proposed charge.’*?

It is far from clear that SBC Ameritech should be allowed any recovery of OSS upgrade
costs. These costs, like all other costs associated with unbundled network elements, must meet
the TELRIC standard of being efficient, forward-looking economic costs. Yet, as Ms. Murray

testified:
The most efficient OSS technology for reasonably foreseeable capacity
requirements at this time would be OSS that integrate the capability to track the
multiple uses of shared lines. There is no evidence on this record that the cost to
install and maintain such forward-looking OSS — if one is starting from scratch
(that is, reconstructing the local network) — would be any greater than the cost of
the legacy OSS already reflected in the prices that Ameritech-IL charges for
unbundled network elements and interconnection. Thus, there is no evidence that
Ameritech-IL has incurred any incremental, forward-looking OSS cost
attributable to line sharing.’"?

To comply with the FCC’s proposed requirements for recovery of OSS modification
costs, SBC Ameritech is required provide a detailed evidentiary basis on which interested parties
and the Commission could determine the extent to which any OSS upgrades or modifications
benefit SBC Ameritech’s own operations (or those of its affiliates), as opposed to being required

solely for the provisioning of line sharing for unaffiliated competitors.”’* SBC Ameritech has

312 Covad/Rhythms Exh. 1.5, Murray Suppl., at **#16:11-17:6.
B 1d at 16:1-10.
3 Line Sharing Order, Y 106.
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not done so. Indeed, when one considers that SBC intends to provide retail ADSL in Illinois in a
line-shared mode via its data subsidiary AADS, it is clear that SBC Ameritech would incur all of
the same OSS costs to accommodate its affiliate’s retail plans even if there were no line sharing
by unaffiliated competitors such as Covad and Rhythms. Thus, the record strongly suggests that
there are no incremental, forward-looking OSS costs attributable to line sharing by unaffiliated
competitors.

Even if one were to agree that there may be some OSS costs incremental to line sharing,
SBC Ameritech has not even met the most minimal burden of proof concerning the level of its
OSS upgrade costs. As Staff witness Mr. Koch stated, “Ameritech has not yet provided proof
that its charge for OSS modification is reasonable.”"” In particular, Mr. Smallwood admitted
that SBC Ameritech’s cost study showing does not provide any detail concerning what is
included in its cost estimate for the Telcordia OSS upgrade package or how SBC Ameritech
developed the demand estimate across which it distributes its claimed cost.’'® Thus, there is no
basis for the Commission to find that SBC Ameritech’s proposed OSS modification charge
meets the standard that the FCC established in paragréph 106 of its Line Sharing Order. Without
such a showing, the Commission should not approve Ameritech-IL’s proposed charge, even on
an interim basis.

For all of the reasons above, the Commission should reject any recovery of line sharing-
related OSS costs at this time, and should direct that SBC Ameritech file any claimed OSS
implementation costs in a subsequent all-party docket with the level and type of documentation

that the FCC and the Commission requires.

Issue No. 13: Should SBC Ameritech be allowed to charge for de-conditioning (or
sometimes referred to as “conditioning”) a loop to provide line
sharing and, if so, what should that charge be?

In a forward-looking cost study, the nonrecurring charge for line “conditioning” should
be zero. Those items that are classified as “interferors” should not occur on any copper loops

properly designed over the past 20 to 30 years.*!

35 gtaff Exh. 2.0, Koch, at 8.
316 Smallwood Tr. 321:19-322:19.
37 Rhythms/Covad Ex. 1,0, Murray, at 39.
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For the purposes of this interim proceeding, however, the Commission should adopt the
interim conditioning charges adopted in Docket No. 99-0593. The position that the interim
“conditioning” charges identified in Docket No. 99-0593, which are not specific to line-sharing
arrangements, should apply to line-sharing situations is consistent with the FCC’s finding that
“[t]he conditioning charges for shared lines, however, should never exceed the charges
incumbent LEC's are permiited io recover for similar conditioning on stand-alone loops for xDSL
services.”!® SBC Ameritech now agrees that, consistent with the FCC’s Line Sharing Order,
the interim conditioning rates established in Docket No. 99-0593 would apply as the interim rate

for conditioning line-shared loops.>!?
o

Issue No. 14: Should CLECSs pay for SBC Ameritech to determine whether a loop
desired for line sharing is capable of providing DSL and, if so, what
should that charge be?

Competitors should not pay SBC Ameritech to determine whether a loop desired for line
sharing is capable of providing DSL. Instead, SBC Ameritech should provide competitors with
access to the loop makeup information necessary for the competitor to make its own
determination of whether a loop is “qualified” for DSL. The TELRIC-based price for access to
such loop makeup information is at or near $0, as commissions in two other SBC states have
- recently concluded.

The ability to provide xDSL services depends on the technical characteristics of the
loop.*® Therefore it is necessary to access data held by SBC Ameritech in its databases,
backend systems and records that identify the characteristics of a loop (such as loop length and
the presence and location of potential DSL-inhibiting network components such as load coils,
excessive bridged taps and repeaters) and then evaluating if that loop is suitable (or can be made
suitable) for provisioning some form of DSL-based service. !

Pursuant to the FCC’s UNE Remand Order, incumbents must produce the information
that will allow competitors to make their own determinations about the suitability of loops for

the technologies that the competitors intend to deploy. Specifically, the FCC requires that

8 Line Sharing Order at 9 87.

% Hearing Tr. (Meyer) at 953:1-6.

320 Covad/Rhythms Exh. 2.0, Riolo, at 8.
1 1d at 10:10-11:2,




incumbents provide requesting carriers access to all available information relating to loop

qualification for DSIL-based services including, but not limited to:

fiber optics or copper; the existence, location and type of any electronic or other
equipment on the loop, including but not limited to, digital loop carrier or other
remote concentration devices, feeder/distribution interfaces, bridge taps, load
coils, pair-gain devices, disturbers in the same or adjacent binder groups; the loop
length, including the length and location of each type of transmission media; the
wire gauge(s) of the loop; and the electrical parameters of the loop, which may
determirie the suitability of the loop for various technologies.’?

Moreover, the FCC clearly intends for ILECs to step aside and allow competitors to make
their own loop qualification determination, using the same information available to ILEC’s own
“back office” personnel. This intention is implicit in the FCC’s finding that “under our existing
rules, the relevant inquiry is not whether the retail arm of the incumbent has access to the
underlying loop qualification information, but rather whether such information exists anywhere
within the incumbent’s back office and can be accessed by any of the incumbent LEC’s
personne:l.”323

In the long run, SBC Ameritech should make loop makeup information available directly
to new entrants in an electronic format. Indeed, SBC Ameritech is required by FCC order to
provide new entrants with access to its OSS as an unbundled network element.’” Because
access to OSS is an unbundled element, the price for that access should reflect “the use of the
most efficient telecommunications technology currently available and the lowest cost network

323 ot the manner in which SBC Ameritech currently provides such access. The

configuration,
Texas Public Utility Commission has also ordered SBC Ameritech’s sister company SWBT to
develop and deploy enhancements that will allow new entrants to have real-time electronic
access to loop qualification information.

The Texas Public Utility Commission found that “SWBT should be fairly compensated
for the real time access to its OSS functionalities required” and established an interim

nonrecurring “dip charge” of $0.10 per loop for loop makeup information.*® The Arbitrator in a

322 47 CFR. § 51.5; UNE Remand Order, 17 427-8.

3 UNE Remand Order, § 430.

3447 CF.R. § 51.313(c) directs that “[a]n incumbent LEC must provide a carrier purchasing access to unbundled
network elements with the pre-ordering, ordering, provisioning, maintenance and repair, and billing functions of
the incumbent LEC’s operations support systems.”

#3547 CFR. 51.505(b)(1), emphasis supplied.

36 public Utility Commission of Texas, Arbitration Award, Docket No. 20226 and 20272, November 30, 1999, at
102-103.
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recent Kansas arbitration proceeding between Covad and SWBT similarly ordered that, based on
® SBC’s planned Project Pronto network upgrades, SWBT’s loop qualification price should be
$0.3%7
The Kansas Arbitrator’s decision is consistent with an efficient, long-run estimate of the
cost to provide access to loop makeup information. This Commission should also adopt a $0

® charge for access to loop makeup information.

327 Arbitrator’s Order (Redacted) State Corporation Commission of the State of Kansas, Docket No. 00-DCIT-389-
ARB, May 9, 20040, at 20. ‘
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CONCLUSION

For all of the foregoing reasons, Rhythms and Covad respectfully request that the

Commission grant its Petition for Arbitration in all respects.
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