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VERIZON NORTHWEST INC.’S RESPONSE TO 

PUBLIC COUNSEL’S PETITION FOR RECONSIDERATION
Verizon Northwest Inc. (“Verizon”), by counsel, hereby submits its response to the Petition for Reconsideration filed by Public Counsel. 

Public Counsel’s petition simply repeats the arguments contained in its post-hearing briefs already considered by the Commission and addressed in the 13th Supplemental Order.  In that order, the Commission decided the rate for the high frequency portion of the loop (“HUNE”) and further ruled that it was “premature at this time to determine whether a non-zero price for the HUNE will lead to overearnings on a regular basis.  The issue will instead be handled in the next docket that addresses Qwest or Verizon’s earnings.”  13th Supplemental Order at  ¶ 56.  Verizon agrees with the Commission that it is inappropriate to address this issue in this proceeding, because there is no evidence in the record to use in making such a determination.   

The Commission noted that its treatment of the loop as a common cost raises an issue as to whether ILECs will be permitted to double recover a portion of the cost of a loop, and shared a concern “regarding possible windfall profits to incumbent LECs if a positive recurring price is adopted.”  Order at  ¶ 71 (emphasis added).  However, the Commission did not find—and indeed could not find based on the record of Phase A—that ILECs in fact would double recover a portion of the loop or receive windfall profits as a result of a positive price for the HUNE.

In its petition, Public Counsel attempts to portray its proposal as not being a matter of earnings regulation, but merely one of rate design reform.  However, this attempted change in emphasis does not aid it.  Contrary to Public Counsel’s implication, Verizon’s current rate design is not the product of some set arithmetic formula that neatly produces rates driven solely by a set allocation of a determined level of loop costs.  Rather, rate design is a very company-specific issue, and the type of reform Public Counsel suggests would require careful and comprehensive attention on a company-specific basis.  Clearly that is beyond the scope of this proceeding.  Moreover, there is absolutely no evidentiary foundation for Public Counsel’s assertion that a positive price for the HUNE without an immediate reduction in retail revenue violates Section 254(k) of the Telecommunications Act of 1996. 

In addition, the “rebalancing” that Public Counsel suggests occur would require reliable information on the quantities of HUNE orders and revenues that a company will receive.  At this point, there plainly is no such information—in this docket’s record or otherwise. 

Moreover, Public Counsel’s concerns regarding competitive neutrality do not apply to Verizon.  See Public Counsel Petition at 4-5.  As stated at the hearing and in Verizon’s post-hearing brief, Verizon does not provide any xDSL services.  Its data affiliate—Verizon Advanced Data Inc.—will have to pay the same $4.00 HUNE rate as any other DLEC.  See  13th Supplemental Order at  ¶ 70.  Consequently, in Verizon’s case, a positive price for the HUNE is competitively neutral and will not result in Verizon granting itself any undue preference. 

Lastly, the Commission should reject Public Counsel’s recommendation to establish a deferral or tracking account for HUNE revenues at this time.  See Public Counsel Petition at 5-6.  Again, Public Counsel fails to add any new justification for such a mechanism beyond those contained its post-hearing briefs.  Moreover, Public Counsel’s proposal is founded on the plaintly erroneous proposition that the Commission could use such data in the future to order retroactive rate reductions for Verizon.  Besides the statutory and constitutional issues raised by the idea, Verizon’s settlement agreement effectively precludes the Commission from taking such an action.  See Fourth Supplemental Order (December 16, 1999), Docket Nos. UT-981367, UT-990672, and UT-991164 at 22-23.  In any event, if Public Counsel were truly interested in rate design only, and not over earnings, tracking such data would be a pointless administrative burden.  

In short, based on the record developed in this proceeding, the Commission has gone as far as it can on the issue of double recovery by expressing a concern and a plan for addressing that concern in future company-specific proceedings.   Consequently, Public Counsel’s Petition for Reconsideration should be denied.
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