BEFORE THE WASHINGTON STATE UTILITIES AND TRANSPORTATION COMMISSION

	In the Matter of the Review of Unbundled Loop and Switching Rates and Review of the Deaveraged Zone Structure
	NO. UT-023003

COMMISSION STAFF’S RESPONSE TO VERIZON’S COMPLIANCE FILING (ADVICE NO. 3160)


1 
On September 27, 2005, Verizon Northwest Inc. (Verizon) filed Advice No. 3160 submitted in compliance with the Commission’s 24th, 27th and 28th Supplemental Orders in Docket UT-023003.  Staff has reviewed the filing for compliance and has identified a number of concerns as follows:

A.
Verizon did not file a tariff sheet showing the wire center assignments to density zones for unbundled loops.
B.
Verizon did not file DS-1 loop rates for the five density zones.
C.
Verizon has applied a 3.14% markup to non-loop UNE rate elements.

D.
Verizon filed subloop feeder and dark fiber rates that were removed from the docket in the 21st Supplemental Order.
E.
Verizon’s subloop rate elements do not sum up to the loop cost.
F.
Verizon did not file sufficient supporting workpapers and documentation to permit Staff to fully review the compliance filing.
2 A. 
Verizon did not file a tariff sheet showing the wire center 
assignments to density zones for unbundled loops.
3 Verizon’s unbundled network element tariff, WN U-21, Section 6 shows the current assignment of each wire center to its density zone.  In the 24th Supplemental Order in this docket, the Commission adopted the Staff deaveraging proposal which resulted in a change in wire center assignments to zones. (24th Supplemental Order at ¶500) If the wirecenter to zone assignments are not updated in the tariff, the resulting new loop rates will not be applied to the correct wire centers.  Verizon should be directed to update the wire center to zone assignments in Section 6 of WN U-21.
4 B.
Verizon did not file DS-1 loop rates for the five density zones.
5 Advice 3160, Section 5, sheet 1.1 contains only the statewide average DS-1 loop rate and does not include DS-1 rates by density zone.  Verizon’s current tariff includes DS-1 rates by density zone. (WN U-21, Sec. 5, 1st Rev. Sheet 1)  In the 28th Supplemental Order in this docket, the Commission provided Verizon with DS-1 rates for each density zone that resulted from the Commission’s run of the VzCost model.  However, it appears that the Commission did not provide Verizon DS-1 density zone rates produced by its run of the HAI model.  In the 28th Supplemental Order, the Commission indicated its intent to provide Verizon with DS-1 rates from the HAI model but the Appendix to the order did not include updated DS-1 rates from the HAI model. (28th Supplemental Order at ¶15)  The Commission will need to provide Verizon with the HAI DS-1 rates by density zone in order for Verizon to produce weighted DS-1 rates by density zone.
6 C.
Verizon has applied a 3.1% markup to non-loop UNE rate elements.
7 In the 24th Supplemental Order in this docket, the Commission implemented a 5% line reduction to the HAI model in order to reflect a forward-looking fully competitive market. The 5% line reduction increased the HAI loop price by 3.1%.  The Commission was not able to make a similar adjustment to the VzCost model and instead directed that the VzCost loop cost estimate be increased by the 3.1%. (24th Supplemental Order at ¶312)  The workpapers supporting Advice 3160 show that Verizon applied the 3.1% increase to not only the VzCost loop cost estimates, but also applied the increase to many non-loop rate elements such as EEL Test Charges, E911 ALI gateway, DUF, SMS, Multiplexing, NIDs and other non-loop elements.
8 D.
Verizon filed subloop feeder and dark fiber rates that were removed
 from the docket in the 21st Supplemental Order.
9 Advice 3160, Section 5 contains rates for 2 and 4 wire feeder subloops (See O.S. 1.1 and 1.2) and dark fiber loops and subloops (See 1st Rev. Sheet 4.6.1). In the 21st Supplemental Order, the Commission excluded these rate elements from the docket. (21st Supplemental Order at ¶19, Appendix B.)  Verizon should be directed to remove these rate elements from the compliance filing.  If Verizon wishes to voluntarily offer these rate elements, it can file a tariff advice at a later date to include the rate elements in its tariff.
10 E.
Verizon’s subloop rate elements do not sum up to the loop cost.
11 The sum of the subloop feeder and distribution rates proposed by Verizon in Advice 3160 for each density zone should add up to equal the total loop cost but do not. For instance, the zone 1 2-wire loop rate is $13.05 but the proposed zone 1 feeder and distribution rates are $7.09 and $8.21 respectively, which add up to $15.30, not $13.05. Verizon should be directed to file subloop elements that sum up to the loop rate.
12 F. 
Verizon did not file sufficient supporting workpapers and documentation to permit Staff to fully review the compliance filing.
13 Staff is unable to fully assess the compliance filing due to insufficient supporting documentation.  Specifically, the Local Switching rate, feeder and distribution subloop rates and reciprocal compensation rates do not contain sufficient documentation to allow Staff to verify the correctness of the rates.  Verizon should be directed to submit documentation showing how the rates were calculated.
Dated this 5th day of October, 2005.
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