[Service Date August 13, 2002]

BEFORE THE WASHINGTON UTILITIESAND TRANSPORTATION
COMMISSION

DOCKET NO. UT-023003

In the Matter of the Review of: THIRD SUPPLEMENTAL ORDER,;
Unbundled Loop and Switching PREHEARING CONFERENCE ORDER;
Rates, the Deaveraged Zone Rate GRANTING INTERVENTION OF

Structure; and Unbundled Network
Elements, Transport, and
Terminaion

ALLEGIANCE TELECOM, INC,;
IDENTIFYING AND EXPANDING
ISSUES

N N N N N N N N N N

Prehearing Conference

The Commission convened a Prehearing Conference in this docket concurrently with
a prehearing conference in Docket No. UT-003013 — Part E on July 11, 2002, at
Olympia, Washington before Adminigrative Law Judge Lawrence J. Berg pursuant to
due and proper notice to all interested persons.* The primary purpose of the
conference was to address the scope of the proceedings and scheduling issues.

Appearances. Thefollowing parties appeared at the prehearing conference: Qwest
Corporation (*Qwest”), by Lisa Anderl and Adam Sherr, attorneys, Seettle; Verizon
Northwest Inc. (“Verizon”), by Jennifer McCldlan, attorney, Richmond, Virginia;
Covad Communications Company (“Covad”), by Megan Doberneck, attorney,
Denver, CO; AT&T of the Pacific Northwest, Inc. (*AT&T”), and XO Washington,
Inc. (“XQ"), by Gregory Kopta, attorney, Seettle; MCIl/WorldCom (“WorldCom”) by
Michd Singer Nelson, attorney, Denver, Colorado; TRACER, by Arthur Buitler,
attorney, Sedttle; Eschelon Telecom, Inc. (*Eschelon”), by David Frame,
Minnegpolis, MN; Allegiance Telecom of Washington, Inc. (“Allegiance’), by
Morton Posner, attorney, Washington, DC; Public Counsdl, by Simon ffitch,
Assgant Attorney Generd, Seditle; and Commission Staff, by Shannon Smith,
Assgant Attorney Generd, Olympia

Petition for Intervention. No party objected to Allegiance s petition for
intervention. We grant Allegiance s petition to intervene.

! This proceeding is referred to as the “new generic case.” Docket No. UT-003013 — Part E is referred
toas“Part E.”
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Scope of the Proceeding

Parties previoudy filed comments regarding proposed UNE rates to be addressed in
the new generic case. Parties further commented at the prehearing conference.
Disputes among parties regarding the review of proposed dements are resolved in
this Order.

Parties aso discussed the proposd that certain issues previoudy assigned to the Part
E proceeding be addressed in the new generic case for purposes of adminidrative
efficiency. The Commission approves that proposal as discussed below.

Attachment A to this Order, lists the proposed UNEs that the Commission agrees to
review (discussed, in part, below), and lists the Part E issues that will instead be
addressed in the new generic case proceeding. Thus, Attachment A outlines the
scope of this proceeding.

Proposed review of all UNESs. Verizon proposes that the Commisson address all
unbundled network element (“UNE”) rates, excepting DSL-related rates for line
sharing, line splitting, and packet switching. According to Verizon, the Commisson
should not consider Verizon's common cost factor to be gpplied to dl rates unless the
Commission aso reviews dl direct cogts related to UNES. Verizon aso argues that
many UNE rates are related and must be considered a the same time in order to for
the Commission to make consstent decisons..

Qwest satesthat it opposes ritigation of dl of its UNE rates, but doesn’t oppose a
review of Verizon'srates. AT& T/XO share concerns that common cost rates have
been developed using two different cost models. According to AT&T/XO, the
Commisson should review dl UNEsthat share the same facilities in order to ensure
consggtency. TRACER echoes Verizon'sand AT& T/XO's concerns for consstency.

WorldCom aso agrees that the Commission should ensure consistency among
eements that share facilities, but aso is concerned that review of dl UNEswill delay
the review of specific rates that may be “sde” and that may be inhibiting loca
competition. Covad acknowledges the benefit of rate congstency, but states that the
Commission's primary focus should be to remain somewhat on track with the
schedule that the parties originaly agreed to. Covad expresdy disagreeswith
Verizon's suggestion that the Commission exclude DSL-related issues.

Public Counsdl states that it does't have a position regarding an expanded review of
UNESs, but that itsinterest in gppearing is limited to those rates that were initialy
identified by the Commission (UNE loop and switching rates, and deaveraged zone
rates). Public Counsdl requests that if the scope of the proceeding expands that the
Commission adopt procedures that allow Public Counsd to participate in an efficient
fashion. Commission Staff agreesthat there is a need to review Verizon's common
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codt ratesin the new generic case, but disagrees regarding whether the Commission
must apply that rate to dl UNES as suggested. Commisson Staff contends that the
proper scope of this proceeding isto review those rates that are rdatively old and
likely need readjustment rather than rates that were set more recently.

The Commission’s purpose in the new generic case isto review UNE rates that may
be st either too high or too low based on their direct costs. The parties have
identified and proposed review of numerous specific rates consstent with the purpose
dated above. Where parties make convincing arguments in support of review of
specific rates in the new generic case, the Commission will include those rates within
the scope of this proceeding, consistent with principles of fairness and due process.
However, the Commission does not approve the proposed review of dl UNE rates,
and will continue to define the scope of this proceeding on an €ement-by-eement
basis.

Hi-capacity loops and dark fiber transport/loops. AT& T/XO proposes review of
high capacity loop and dark fiber transport/loop rates. AT& T/XO has aso requested
that the Commission reconsider its decisons regarding these dementsin the UT-
003013 — Part B proceeding (“Part B"), or to reopen the record to receive new
evidence. WorldCom, Covad, and TRACER support AT& T/XO's proposal.

Commission Staff sates a preference that the Commisson receive any additiond
evidence on high capacity loop and dark fiber transport/loop ratesin the Part B
proceeding, and that the Commission not expand the scope of the new generic caseto
include elements that have been recently litigated.

Because of the interrelationship between DS-0 loop rates and high capacity loop
rates, including dark fiber transport/loop rates, we agree to review these rates
together.

Deaveraged zonerate structure and ratesfor switching costs. The Commisson
previoudy deaveraged loop ratesinto geographic zones reflecting cost differences as
mandated by the FCC. Commission Staff now proposes that the Commission
consgder asmilar rate ructure for geographic differencesin switching cogs. Staff
proposes to file opening direct evidence stating rates supported by a cost modd.

Verizon disputes the premise that there are switching cost variances in different parts
of the state of Washington, and suggests that the Commission initiate a process to
determine whether variances exist before recelving other evidence. Verizon's other
concerns are addressed by Staff’ s representation that it is prepared to file opening
direct evidence supported by a cost moddl. Qwest agrees with Verizon that thereis
not a geographically sgnificant variance in switching costs, but agreesthat it isan
gppropriate issue to be addressed in the new generic cost caseif Staff files opening
direct evidence.
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Deaveraged switching rates were proposed but then withdrawn in Docket No. UT-
960369. The Commisson findsthat Staff’ s proposa for a deaveraged zone rate
structure and rates for switching costs should not be precluded merely because it was
not considered in previous cost cases. The consderation of switching costsis centra
to the generic cost case, and the most efficient process for determining the vaidity of
Staff’s proposd isto provide an opportunity for Commisson Staff to file opening
direct evidence in this proceeding. In generd, the Commission gppreciates
Commisson Steff’ sinitiaive, but aso wants to make clear that our consideration of
Staff’ s proposa does not represent a commitment to any particular outcome.

Nonrecurring chargesfor UNE combinations. WorldCom proposes that the
Commission establish permanent nonrecurring rates for UNE combinationsin the
generic case to supplant interim rates that are established in UT-003013, Part B or
Part D.

Any permanent rates for elements that are not set in part B, and thudy would be
assigned to Part E, will be addressed in this proceeding. However, it is premature to
discuss how the commission will address the posshility that permanent rates will not
be established for e ements that were reviewed in the Part D proceeding.

Staff’ s suggests that nonrecurring cost issues in UT-003013 — Part D aso be deferred
to the new generic case. The partiesin Part D filed opening briefs on July 23, 2002,
and reply briefs are due on August 13, 2002. After entry of an initid order in Part D
parties will have an opportunity to petition for adminigrative review. Theregfter,
parties may petition for reconsgderation after entry of afina order. Any
adminigrative benefit that might be achieved by deferring Part D nonrecurring cost
issues to the new generic cost case is offset by the requirement that parties re-litigate
these issues.

Part E issues. The Commission on July 29, 2002, notified partiesin Part E that
overlapping schedulesin Part E and the new generic cost case would be burdensome
and raise case management issues? The Commission decided that updated OSS cost
recovery issues would be separately addressed from other issuesin Part E. We affirm
that we will consider Part E issues,other than updated OSS cost recovery in this
proceeding for purposes of adminigtrative efficiency. See Attachment A.

Procedural Schedule

The procedurd schedule remainsin sugpension pending the resolution of related
matters that may affect the new generic case proceeding. The Commission will
establish arevised procedura schedule at the earliest feasible date. Parties should

2 See Docket No. UT-003013, 35" Supplemental Order (July 29, 2002).
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continue preparing direct opening evidence reated to the issuesidentified in this

Order.

Dated at Olympia, Washington and effective this 13" day of August, 2002.

WASHINGTON UTILTIES AND TRANSPORTATION COMMISSION

LAWRENCE J. BERG
Adminidrative Law Judge

NOTICE TO PARTIES: Any objection to the provisons of this Order must be
filed within ten (10) days after the date of mailing of this document, pursuant to
WAC 480-09-460(2). Absent such objections, this prehearing conference order
will control further proceedingsin this matter, subject to Commission review.



