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I. PRELIMINARY MATTERS

1 This Narrative Supporting Settlement Agreement (“Narrative”) is filed pursuant to WAC 480-07-740(2)(a) on behalf of both Verizon Northwest Inc. (“Verizon”) and the Staff of the Utilities and Transportation Commission (“Staff”) (collectively, the “Parties”).  Both Parties have signed the Settlement Agreement (“Agreement”), which is being filed as an attachment to this Narrative.

2 This Narrative summarizes the Agreement.  It is not intended to modify any terms of the Agreement.

3 Should the Commission wish to schedule a hearing on this settlement, the Parties are prepared, in keeping with WAC 480-07-740(2)(b), to present one or more witnesses each to testify in support of the proposal and answer questions concerning the Settlement Agreement.  In addition, both counsel are available to respond to any questions regarding the proposed settlement.

4 If the Commission requires supporting documents beyond the Agreement and Narrative and their respective attachments, the Parties will provide documentation as needed.

5 Finally, Staff would like to alert the Commission that a rulemaking on the line extension rule at issue in this case cannot begin until there is a resolution of this matter because a discussion between the Commission and persons interested in revisions to the rule would result in ex parte communication directly relevant to the cases we seek to settle.

II. SCOPE OF THE UNDERLYING DISPUTE

6 The underlying dispute concerns two petitions for waiver of the line extension rule, WAC 480-120-071, filed by Verizon on August 11, 2006, and on September 15, 2006, respectively.

7 Verizon petitioned the Commission for waivers from the requirements of WAC 480-120-071(2)(b) with regard to requests to extend service to two separate locations made by Mr. Ed Bush and Ms. Tamalyn Lively in Verizon’s Molson-Chesaw and Tonasket Exchanges, respectively.  In the alternative, Verizon petitioned the Commission for waivers of WAC 480-120-071(3)(a) in order to charge the applicants the direct cost to extend service.  Verizon asserted that the cost to extend service to these two customer locations was unreasonable for Verizon and its customers.  In addition to the asserted significant expense of initial construction, Verizon asserted that maintaining service to these locations would impose substantial ongoing operational difficulties and financial burdens on Verizon and its other customers because Verizon’s maintenance and repair staff would have to travel greater distances and maintain miles of additional network in difficult terrain and winter snow conditions.  WAC 480-120-071(7) recognizes that certain requested line extensions may pose unreasonable costs and burdens, and thus should not be undertaken.

8 Staff asserted that Verizon had provided insufficient information on the availability and cost of telecommunications service alternatives at each property.  On this basis, Staff recommended that the Commission set each petition for hearing to evaluate whether a waiver of the line extension rule would be in the public interest.

9 The Commission set each matter for hearing, and subsequently the two dockets were consolidated at the prehearing conference.

10 The facts set out below, supported by the attached documents, including the Settlement Agreement and its attachments, constitute the factual record stipulated to by the Parties for purposes of this settlement.

A.
The Bush Request for Service

11 Verizon has estimated that extending service to the Bush property would cost $99,720.

12 The application for service involves only one residence.

13 The Bush property is located on a privately maintained dirt road in Okanogan County.  The road is steep and narrow, rocky in some places, rutted in others.  Providing service would require Verizon to construct a little over two miles of new facilities, involving a significant amount of rock-sawing.

14 The road on which the Bush residence is located traverses a number of property parcels, on which no residences are located.  Before service could be extended to this location, Mr. Bush would have to secure easements for Verizon from the owners of these other parcels.  Verizon has received no service requests from the owners of these other parcels.

15 Regarding telecommunications alternatives, two Verizon field technicians conducted satellite and cell phone tests for the Bush location on March 9, 2007.
  These tests confirmed that without construction
 the Bush property could not be served using less expensive alternatives.
B.
The Lively Request for Service

16 The Lively property is located in Okanogan County at the end of a half-mile private road off Roundabout Road.  The application for service involves one residence.  In the past, the Livelys utilized radio telephone service at their property using a base station unit located at 241A Coco Mountain Road in Tonasket and radio telephone equipment on their property.  Verizon provided copper pair to the base station unit.  Rather than constructing an extension of service to the Lively property in response to the Livelys’ summer 2006 request for service at Verizon’s estimated cost of $69,040, Verizon can provide flat-rated, one party, residential local exchange service
 to the Lively residence using an existing Verizon copper pair and using existing radio telephone equipment.
  Verizon will provide local exchange service under WAC 480-120-103(1) to the base station unit if the Livelys desire this service.  Upon the Livelys’ assent, Verizon will connect a copper pair to the base station unit, thereby allowing the Livelys to use their radio telephone.  To serve the base station unit, Verizon would charge the then-current nonrecurring charge (which is now $43.25) for reinstallation of local exchange service and then-current monthly recurring charge (which is now $16.90
) for flat-rated, one party, residential local exchange service.

17 The ability to serve the Livelys using an existing base station unit located at 241A Coco Mountain Road, Tonasket, Washington, as well as an antenna and radio telephone located at the Lively house, renders unnecessary Verizon’s request for a waiver of the line extension rule.  In the event that the Livelys’ radio telephone set does not work, replacement sets are available for purchase.

III. DESCRIPTION OF PROPOSED SETTLEMENT

18 
The settlement resolves all issues in the dispute, and the Parties agree to a waiver of the line extension rule with respect to the Bush request.

19 With respect to the Lively request, Verizon agrees that it will provide local exchange service to the Lively location using the existing radio telephone equipment if the Livelys desire such local exchange service.  The parties agree that Verizon is not legally obligated to construct an extension of service to the Livelys under the line extension rule, WAC 480-120-071 in response to the Livelys’ summer 2006 request for service, because Verizon can serve the applicant (the Livelys) under the application for service rule, WAC 480-120-103, by re-connecting the existing radio telephone equipment to a copper pair provided by Verizon.  Accordingly, Verizon will request permission from the Commission to withdraw its petition for waiver of the line extension rule pertaining to the Lively location following the Commission’s approval of this proposed settlement.  Should the Commission decline to approve the request or decide that the proposed settlement does not discharge Verizon’s obligations under the line extension rule with regard to the Livelys’ summer 2006 request for service, the Agreement provides that either Party may withdraw from the settlement.

20 Staff and Verizon have also agreed to file and support a joint request to stay all other pending Verizon waiver applications (specifically Docket No. UT-061925, the O’Keefe petition, and Docket No. UT-061926, the Cole petition) until adoption by the Commission of a new service extension rule.  In addition, Staff has agreed to support a petition to be filed by Verizon to exempt Verizon from the four week deadline set forth in WAC 480-120-103(4) by which carriers ordinarily must file petitions for waiver of WAC 480-120-071.  The exemption would apply to any line extension requests received by Verizon prior to the issuance of a final Commission decision in the line extension rulemaking, Docket No. UT-073014.  During the rulemaking, Verizon would notify service requestors within six weeks of its decision to either extend service or await the conclusion of the rulemaking.  In addition, the settlement obligates Verizon to inform the Commission of any service requests for which Verizon has decided to delay a decision.   If the Commission does not approve the requested stays or the exemption, either Party may withdraw from the Agreement.

IV.
STATEMENTS OF PARTIES’ INTERESTS AND THE PUBLIC INTEREST

21 As stated in the Settlement Agreement, the settlement represents a compromise of the positions of the two Parties.  The Parties find it is in their best interests to avoid the expense, inconvenience, uncertainty, and delay caused by ongoing adversarial proceedings.  Likewise, it is in the public interest that these disputes end without spending additional public and company resources on litigation.  Further, by granting the joint request to stay all other pending line extension petitions and Verizon’s petition for exemption from the four week deadline set forth in WAC 480-120-103(4), the Commission would enable the Parties to commit their resources to the rulemaking .  Focusing on the rulemaking will result in a more efficient use of public and private resources because both the Commission and Verizon could avoid concurrently litigating the same policy issues to be addressed in the rulemaking.

A.
Statement of Staff’s Interest

22 Commission Staff’s interest in this settlement is in reaching a conclusion quickly so the Commission may begin a rulemaking to address the policy issues raised by extension requests.  The settlement will reduce by at least one year the time necessary to resolve these cases and make it possible to begin a rulemaking now.  The settlement also avoids the cost of litigation and preserves considerable Commission Staff resources (and the resources of the Commission), that can be better spent on a line extension rulemaking.

B.
Statement of Verizon’s Interest

23 By approving the Agreement, the Commission will ensure that Verizon will avoid the cost of the Bush line extension and will, therefore, avoid the need to increase its rates to recover those costs.  Further, by approving the Agreement, the Commission will ensure that Verizon will not need to divert scarce resources to extend and maintain service at the Bush property that otherwise would be used to provide maintenance, upgrades, and other extensions to the public switched network, to the benefit of more customers.  By offering to serve the Livelys under WAC  480-120-103(1) though use of an existing copper pair, Verizon will be able to conserve its resources and maintenance expenses for the ultimate benefit and use of other customers.  
V.
LEGAL POINTS THAT BEAR ON PROPOSED SETTLEMENT

24 Under WAC 480-120-071(2)(b), telecommunications companies that file tariffs with the Commission must extend service, upon application, to occupied premises.  The Commission may waive a carrier’s obligation under the rule, however, if it is unreasonable for the cost of the extension of service to be borne by rates.  WAC 480-120-071(7)(b)(i).  To determine whether cost recovery under Section 4 of the line extension rule is reasonable, the Commission considers the following:

(A)
The total direct cost of the extension;

(B)
The number of customers to be served;

(C)
The comparative price and capabilities of radio communication service or other alternatives available to customers;

(D)
Technological difficulties and physical barriers presented by the requested extensions;

(E)
The effect on the individuals and communities involved;

(F)
The effect on the public switched network; and

(G)
The effect on the company.

25 In the case of the Bush request for service, it would cost close to $100,000 to extend service to one customer. Although the Bushes would benefit from the line extension, the factors of the cost and difficulty involved in constructing the extension, the costs that would be incurred in maintaining service to a remote location, and the fact that less expensive service alternatives without additional construction are unavailable at the Bush location, weigh in favor of granting a waiver.  In the final analysis, waiving the line extension rule as it applies to the Bush request for service reduces the costs to be borne by rates.
26 Regarding the Livelys’ summer 2006 request for service, Verizon can serve the Livelys under WAC 480-120-103, the application for service rule.  Therefore, the line extension rule is not applicable because Verizon can serve the Lively property without an extension of service by reconnecting a copper pair to the existing radio telephone base station allowing the Livelys to have local exchange service as described under WAC 480-120-102.

27 In WAC 480-07-700, the Commission expresses its support for Parties’ informal efforts to resolve disputes without the need for contested hearings when doing so is lawful and consistent with the public interest.  The Parties have resolved all of the issues in dispute between them, and their resolution complies with Commission rules and, as explained above, is consistent with the public interest.

VI.
CONCLUSION

28 Because the Parties have negotiated a resolution of all of the issues in this dispute, and because the settlement is in the public interest, both Parties request that the Commission approve the attached Settlement Agreement.

DATED this __ day of July, 2007, at Olympia, Washington.

Respectfully submitted,

	WASHINGTON UTILITIES AND

TRANSPORTATION COMMISSION


	VERIZON NORTHWEST INC.

	ROBERT M. MCKENNA

Attorney General


	

	___________________________________


JENNIFER CAMERON-RULKOWSKI

Assistant Attorney General

Counsel for the Washington Utilities and 

Transportation Commission


	______________________________

THOMAS F. DIXON

Counsel for Verizon Northwest Inc.




� See Redacted Attachment C to Verizon’s Petition for Waiver of WAC 480-120-071, Docket UT-061298.


� See Attachment B, Verizon Report: Field Visit to Bush Location.


� Verizon’s technicians were unable to make any telephone calls from the portable satellite phone at the Bush location.  Construction of a tower, however, might result in an angle adequate for satellite access.


� See WAC 480-120-102, regarding class, type and grade of service requirements.


� See Settlement Agreement at Attachment 1, Verizon Report: Radio Telephone Service at Lively Location.  The existing equipment includes the radio telephone set and the antenna located at the Lively house, as well as a base station unit located at 241A Coco Mountain Road.  None of this equipment is owned by Verizon, nor will Verizon own or operate this equipment if the Livelys elect to utilize it.


� On July 1, 2007, Verizon’s rate for basic residential local exchange service increased from $15.43 to $16.90.  


� See Settlement Agreement at Attachment 1, Verizon Report: Radio Telephone Service at Lively Location.
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