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ARBITRATION AWARD
This Arbitration Award (Award) establishes the rates to be incorporated into the successor interconnection agreements to the Texas 271 Agreement (T2A)
 between Southwestern Bell Telephone, LP, d/b/a SBC Texas (SBCT) and competitive local exchange carriers (CLECs) that have T2A or T2A-based interconnection agreements that expire on or near October 13, 2003.  In this Award, the Commissioners of Public Utility Commission of Texas (Commission or PUC), acting as Arbitrators, address a number of disputed costing issues, including loop rates, switching rates, cost of capital, depreciation, fill factors, and shared and common costs.
SBCT and each CLEC that has requested arbitration in this proceeding pursuant to § 252 of the Federal Telecommunications Act of 1996
 shall incorporate the decisions approved in this Award, including the Award matrix, in any interconnection agreement that is subject to the outcome of this proceeding no later than 90 days after the date of this Award.

I. Jurisdiction

If an incumbent local exchange carrier (ILEC) and CLEC cannot successfully negotiate rates, terms, and conditions in an interconnection agreement (ICA), FTA § 252(b)(1) provides that either of the negotiating parties “may petition a State commission to arbitrate any open issues.”  The Commission is a state regulatory body responsible for arbitrating ICAs approved pursuant to the FTA.  Pursuant to FTA § 252(b)(1) the Commission received petitions for arbitration in this proceeding on October 31, 2003, as described more fully below.

II. Procedural History

On May 1, 2002, the Commission initiated Docket No. 25834
 to address the cost issues severed from Docket No. 24542.
  Docket No. 25834 was abated on March 28, 2003, until (1) the Commission concluded its Triennial Review process;
 (2) the Commission’s obligations under the Triennial Review Order were relieved or lifted; or (3) until such time as the Commission voted to un-abate the proceeding.  On August 25, 2003, AT&T Communications of Texas, LP, TCG Dallas, and Teleport Communications Houston, Inc. filed a petition for arbitration with SBCT that was assigned Docket No. 28412.
  At its September 18, 2003 open meeting, the Commission expressed its intention to process all arbitrations for successor agreements to the T2A and T2A-based ICAs expiring on October 13, 2003 on a consolidated basis under FTA § 252(g).  SBCT agreed to extend AT&T’s current interconnection agreement and the widely-adopted T2A agreements until June 30, 2004, or until such time as those agreements are replaced by new ICAs, whichever comes first.
  On September 23, 2003, the Commission initiated Docket No. 28600 to address the unbundled network element (UNE) costing and pricing issues, the non-recurring charges related to the same UNEs at issue in Docket No. 25834, and all non-costing and pricing issues at issue in Docket No. 28412.  On October 8, 2003, Docket No. 28412 was abated until the conclusion of this proceeding.
  Docket No. 28600 effectively provides parties the relief originally sought in Docket No. 25834; therefore, on October 23, 2003, Docket No. 25834 was dismissed as moot.

Parties agreed that negotiations began on June 4, 2003, and that the 270-day period under the FTA concluded on March 1, 2004.
  On October 3, 2003, the Commission issued a Protective Order to govern access to documents and information the parties designated to be confidential and exempt from public disclosure under the Texas Public Information Act (TPIA).

The Commission provided notice of this proceeding in the Texas Register on October 10, 2003.
  In addition SBCT provided notice via Accessible Letter to all CLECs that had adopted the T2A, or a modified version thereof.
On October 22, 2003, AT&T, SBCT, and numerous CLECs filed a request to modify the existing procedural schedule in this proceeding to sever non-costing issues.
  Competitive Telecommunications Group (CTG)
 did not object to the request to postpone non-costing issues as long as it did not preclude CTG from arbitrating the implementation of the issues relating to the resale of electronic service ordering charges, including charges for suspend/restore orders, resulting from Docket No. 24547.
  At the October 23, 2003 open meeting, the Commission granted the request to sever the non-costing issues into another proceeding;
 and granted CTG’s request that issues regarding charges for suspend/restore orders continue on the same procedural schedule as the costing issues in this proceeding.

On October 31, 2003, pursuant to Order No. 1, the following parties individually filed petitions for arbitration to actively participate in the consolidated proceeding: CLEC Coalition;
 Birch Telecom of Texas, LTD, LLP and ionex Communications South, Inc. (Birch/ionex); Sage Telecom of Texas, LP (Sage); MCImetro Access Transmission Services, LLC (MCI); AT&T Communications of Texas, LP, TCG Dallas, and Teleport Communications Houston, Inc. (collectively, AT&T or Joint CLECs);
 CTG; and SBCT.
  On November 25, 2003, parties filed their proposed Decision Point Lists (DPL).  On December 5, 2003, parties filed their direct testimony, with rebuttal testimony filed on January 2 and 5, 2004.  The parties engaged in discovery through January 8, 2004.

On January 20, 2004, parties filed their jointly-populated DPL.  The hearing on the merits was conducted on January 21, 22, and 26, 2004, with the Commissioners sitting as arbitrators.  Initial post-hearing briefs were filed on February 2, 2004 and reply briefs were filed on February 6, 2004.
III. Relevant State and Federal Proceedings

Relevant Commission Decisions

SWBT Mega-Arbitration Awards

The Federal Telecommunications Act (FTA) became effective in February 1996.  Soon thereafter, several proceedings—collectively referred to as the Mega-Arbitrations—were initiated and consolidated for the purpose of arbitrating the first interconnection agreements in Texas under the new federal statute.  The first Mega-Arbitration Award, issued November 1996 in Docket No. 16189, established rates for interconnections, services, and network elements in accordance to the standards set forth in FTA § 252(d).
  Interim rates were established and SBCT f/k/a SWBT was ordered to revise its cost studies.  The Second Mega-Arbitration Award, issued December 1997 in Docket No. 16189, approved cost studies and established permanent rates for local interconnection traffic.

Texas 271 Agreement “T2A”
After a series of “collaborative work sessions” between SBCT f/k/a SWBT and CLECs, the Commission approved the T2A on October 13, 1999.  As a condition of receiving approval pursuant to FTA § 271 to provide long-distance services within the state, SBCT agreed to offer this standard interconnection agreement to all CLECs for a period of four years.
  Among other things, the T2A established prices, terms and conditions for resale, interconnection, and the use of UNEs.  The T2A maintained entirely the rates in effect from the Mega-Arbitrations but with new rates for collocation developed in a separate proceeding, Docket No. 21333.  Pursuant to FTA § 252(i), the majority of the CLECs in Texas subsequently opted into the T2A.
Relevant Federal Communications Commission Decisions
Local Competition Order
In the Local Competition Order,
 the Federal Communications Commission (FCC) implemented FTA §§ 251 and 252.  The FCC identified UNEs that ILECs must make available to competitors, and established minimum requirements for nondiscriminatory interconnection and collocation arrangements.  That order contained, among other things, a mandatory pricing methodology (total element long run incremental cost, or TELRIC).
TELRIC NPRM

In the TELRIC NPRM, the FCC reaffirmed its decision to base UNE prices on the forward-looking cost of providing UNEs.  The FCC maintained that this approach was supported both by the Supreme Court’s endorsement of the forward-looking cost methodology and its concerns regarding alternative pricing methodologies that rely in whole or in part on embedded costs.  In addition, the FCC tentatively concluded that TELRIC rules should more closely account for the real-world attributes of the routing and topography of an incumbent’s network in the development of forward-looking costs.

Triennial Review Order
In the Triennial Review Order, the FCC clarified two components of the TELRIC rules: cost of capital and depreciation.  First, the FCC explained that the risk-adjusted cost of capital used in calculating UNE prices should reflect the risks associated with a competitive market.
  The FCC also noted that the cost of capital may differ for different UNEs and further clarified that cost of capital should reflect any risks (beyond those of a competitive market) associated with new facilities employing new technology and offering new services.
  Second, the FCC determined that depreciation should reflect the actual decline in value anticipated in a competitive market.
  Therefore, the FCC concluded that carriers may accelerate depreciation of an asset to reflect any anticipated decline in its value.

Also of importance to this proceeding, the FCC found that facilities outside of the ILEC’s local network should not be considered as part of the dedicated transport network element that is subject to unbundling.
  Accordingly, the FCC observed that “Our determination here effectively eliminates “entrance facilities” as UNEs . . . .”

Relevant Court Decisions

Iowa Utilities Board v. FCC Cases (Iowa I and Iowa II)

In Iowa I, the Eighth Circuit Court of Appeals ruled that the FCC lacked jurisdiction to issue rules regarding the wholesale prices an ILEC could charge competitors to use its facilities to provision local telephone service.
  The Supreme Court reversed the Eighth Circuit, holding that the FCC did have jurisdiction to design a pricing methodology.
  On remand in Iowa II, the Eighth Circuit held, in relevant part, that FTA § 252(d)(1) does not permit costs to be based on a hypothetical network.
  However, on appeal of Iowa II, the Supreme Court held that under section 252(d)(1) of the Telecommunications Act, the FCC can require state utility commissions to set rates charged by ILECs for lease of network elements to CLECs on a forward-looking basis untied to historical or past investment.
  In addition, the Supreme Court found that the TELRIC methodology chosen by the FCC to set rates for lease of network elements to CLECs is not inconsistent with the Telecommunications Act (TELRIC calculates the forward-looking cost by reference to a hypothetical, most efficient element at existing wire-centers, not the actual network element being provided).

IV. Discussion of Major Issues

This proceeding addresses the issues in the Joint DPL filed by the parties on December 3, 2003.  The Commission’s detailed decisions with respect to each of the 210 DPL issues are attached to this Order, and incorporated herein.  Below, the Commission provides an expanded discussion of its decisions on the major inputs and determining factors in the cost model.
Cost of Capital (DPL Issue Nos. 1-4)
The Commission finds that market value weights should determine the appropriate capital structure.  Book values reflect the former traditionally-regulated environment, and book values do not relate to costs of debt and equity in the capital markets.
  Further, book values do not comply with TELRIC, as they reflect only embedded costs, which the FCC’s rules exclude from consideration in calculating forward-looking costs.
  The Commission holds that the forward-looking capital structure shall be based on the most recently-available market information.
  The Commission also finds that the capital structure shall be based on the market value methodology for SBCT alone, as opposed to an average of a group of comparable firms.
  Thus, the Commission concludes that the capital structure for SBCT shall consist of 81.50% equity, 18.50% debt as calculated by CLEC witness Murray in her update of Avera’s original capital structure study.
  In addition, the Commission determines that the use of short-term debt in the capital structure is not appropriate because the assets have long-term economic lives.
  Therefore, long-term assets are more appropriately considered to be funded with longer-term sources of capital, such as long-term debt or equity.
Based upon the record evidence, the Commission observes that investors incorporate both historical and prospective data in their investment decisions.  Accordingly, to reflect the use of both historical and prospective data, the Commission determines that cost of equity shall rely on an equal weighting of the long-term historical rate of return on equities using the Capital Asset Pricing Model (CAPM) methodology, and the projected return on equities from the Philadelphia Federal Reserve Bank Survey of Professional Forecasters.
With regard to CAPM, the Commission finds that a beta value of one (1) is appropriate for use in the model.  AT&T proposed a beta of one (1)
 while SBCT used 0.83.
  Given that a higher beta reflects greater risks, and because SBCT indicated that risk has increased,
 one (1) is a reasonable beta value.  On the other hand, given the long-term economic lives of the assets being valued, and the long-term investment horizons typical of equity investors, the Commission declines to adopt the short-term risk premium approach.

While the use of the Ibbotson historical average return on equities considers a lengthy time period, from 1926 to 2002, the selected risk premium studies presented by the parties demonstrate that over shorter periods of time, risk premiums and returns on equities can differ from the historical average.  In addition, the forecasted return on equities represents an alternative return to investors who might otherwise invest in the stock of a hypothetical efficient carrier providing UNEs.
  Moreover, the Commission notes that forecasters factor current information—such as macroeconomic projections and the impact of other market-influencing events such as regulatory actions—into their projections, providing a comprehensive estimate and reflecting a broad base of relevant information.
  Therefore, the Commission concludes that the calculation of the cost of equity shall include the consensus median rate of return for equities of 8% from the Survey of Professional Forecasters.  Accordingly, the Commission determines that the estimate for the cost of equity shall be based on a combination of the Ibbotson Associates historical equity rate of return of approximately 12% and the projected median rate of return for equities of 8% from the Survey of Professional Forecasters.  This Commission-approved approach produces 10.02% as the estimate for the cost of equity.
Based upon the record evidence, the Commission finds that the forward-looking cost of debt shall be predicated on the average yields of bonds consistent with SBCT’s debt ratings.
  The Commission clarifies, however, that the estimate shall be based on the most recently-available market information for similar bonds.
  Using this updated information, the Commission finds that the cost of debt is approximately 6.09%.  The Commission also holds that the use of short-term debt to establish the forward-looking cost of capital is not appropriate because the assets being funded feature long-term economic lives.
  Therefore, the Commission determines that long-term assets shall be considered to be funded with longer duration long-term debt, not short-term debt.
Depreciation (DPL Issue Nos. 6-7)
The Commission determines that it is appropriate for the asset lives to generally fit within the range of the FCC-prescribed lives.  However, the Commission makes a distinction between the lives of outside plant (such as poles, cables and conduits) as compared to electronic assets (such as switches and DLCs).  Incumbents have been able to deploy new technologies over existing copper facilities, thereby extending the useful life of the outside plant.  In contrast, the Commission finds that the development of new electronic and digital equipment allows the provision of advanced services and features at reduced cost, thereby reducing asset lives and justifying adoption of a shorter economic life for digital and electronic equipment.  Accordingly, the Commission adopts the following economic lives.
· Operator systems and digital equipment (digital other): the Commission generally adopts values in the middle of the FCC prescribed range of economic lives (1999 values).  The parties did not provide any compelling evidence to justify departing from the FCC’s prescribed range of lives.  The lives of operator systems and digital equipment have remained relatively stable because of the lack of any major technological advancements involving such assets.  Therefore, the Commission adopts a value in the middle of the FCC’s specified lives.
· SBCT’s proposed lives for digital and electronic assets are too short, falling outside of the FCC’s established ranges.
 While the Commission agrees that the introduction of new technologies have decreased asset lives for the above class of equipment, the Commission disagrees that the lives are as extremely low as proposed by SBCT.  Therefore, for digital electronic switching, and circuit equipment (analog): the Commission adopts values lower than the FCC prescribed range of economic lives (1999 values), but not as low as those proposed by SBCT.  Next, the FCC’s 1999 depreciation table does not specify a sub-account for digital loop electronics (2232.257).  However, based on the range of values adopted for other similar accounts, and the current state of technology, the Commission adopts a value of eight (8) years as the economic life for digital loop electronics.
· Motor vehicles, tools and work equipment, furniture, office equipment, general purpose computers, radio systems, circuit equipment (DDS), public telephone terminal and other terminal equipment: the Commission generally adopts the lower end of the FCC-prescribed range of economic lives (1999 values).  Electronics have generally depreciated faster due to advancements in technology.  Accordingly, the Commission adopts lives on the lower end of the FCC’s range of asset lives.
· Poles, aerial cable (metallic and non-metallic), underground cable metallic and non-metallic, buried cable (metallic and non-metallic), submarine cable, intra-building cable (metallic and non-metallic), and conduit systems: the Commission generally adopts values at the higher end of the FCC-prescribed range of economic lives (1999 values).  The Commission finds that the outside plant has a longer life because new technologies have allowed incumbents to leverage their investments.  The outside plant which once hosted only “plain old telephone service” (POTS) can now provide a variety of new services.  By introducing new technologies like DSL, in addition to POTS, incumbents have realized more value from their outside plant investment.  Accordingly, the evidence supports a finding that the use of new technologies has extended the useful life of the outside plant.
· Buildings: the parties did not dispute the asset lives for buildings established by the FCC (44 years).
The Commission generally finds that the future net salvage (FNS) values to be applied in this case fall within the range of the FCC-prescribed values.  However, for buried outside plant assets like buried cable (metallic and non-metallic), submarine cables, and conduit systems, the Commission concludes that the net salvage should be 0% since they would be abandoned in-place.
Shared and Common Costs

Affiliate Transactions (DPL Issue Nos. 39-40)
The Commission finds that it is appropriate for the calculation of SBCT’s cost factors to include 100% of SBCT’s affiliate transactions expenses.  The Commission adopts the FCC’s finding that centralization of shared functions into affiliates creates economies of scale that reduce costs, and that fully-distributed cost appropriately values these transactions.
  The CLECs presented no specific evidence of above-cost affiliate transactions in the 2002 expense base presented by SBCT.  CLEC witness Rhinehart stated during Staff questioning that the 25% disallowance of affiliate transaction costs was “a guess.”
  Further, CLEC witness Rhinehart’s testimony shows that SBCT’s total expenses have remained flat since the centralization of functions in shared services affiliates occurred.  In contrast, before the increase in affiliate transactions, SBCT’s total expenses rose annually by an average of over 6% per year.
  The Commission finds that current accounting rules, cost accounting manual reviews, and outside audits adequately deter and correct the types of potential abuses cited by the CLECs.  The Commission therefore declines to adopt the CLECs’ proposed 25% reduction to costs of purchases from affiliates.
Transition Benefit Obligation (DPL Issue No. 41)
Consistent with the Commission’s conclusion in DPL Issue No. 14, which excluded application of the Commission assessment factor to SBCT’s TELRIC studies, the Commission adopts the CLECs’ position that SBCT’s cost factors should exclude all transition benefit obligation (TBO) costs.
Retail Costs (DPL Issue No. 42)
The Commission finds that SBCT’s common costs should not include retail costs.  The FCC’s rules explicitly state that total forward-looking common costs shall exclude retail costs.
  The Commission concurs with the CLECs that many of the 67xx accounts that comprise the total numerator include expenses attributable to SBCT’s retail operations.  However, the Commission declines to attempt to extract retail-related costs from the denominator, which contains direct costs associated with SBC’s network.  The Commission concurs with SBCT witness Makarewicz that SBC provides “a whole range of services, retail, wholesale, reg, unreg over the same network,” and to attempt to calculate retail-related costs “would be very difficult to do.”
  While SBCT witness Makarewicz argues for the same reasons that the numerator should not be reduced by retail-related costs, the Commission disagrees, as certain expense accounts that comprise the numerator contain retail-specific costs.  The Commission concludes that the common cost numerator should be reduced to account for retail-specific functions.  Furthermore, the Commission finds that, as suggested by the CLECs and SBC witness Aron, the wholesale avoided cost percentage of 21.6% is a reasonable proxy.
  Finally, the Commission adopts its restated ad valorem tax factor pursuant to DPL Issue No. 13, which disallows retail-related taxes.
Computer Costs (DPL Issue No. 43)
The Commission concurs with SBCT that common costs should include all of SBC’s forward-looking general purpose computer costs.  The evidence fails to support the CLECs’ proposed $20 million deduction.  In fact, the CLECs have admitted that the number is an estimate.
  Therefore, the Commission concludes that the common cost factor shall include SBC’s full forward-looking cost of general purpose computers, adjusted to reflect Commission-calculated capital cost factors, ad valorem tax factor, inflation rate (DPL Issue No. 30), support asset factors, the deduction of the Commission assessment factor (pursuant to DPL Issue No. 14) and TBO, and any other pertinent Commission-adjusted input.
Performance Measurement Penalties (DPL Issue No. 44)
The Commission concurs with the CLECs that the common cost factor should not include performance measurement penalties.  To allow this would in effect allow SBC to recover from the CLECs themselves, its own penalties for poor performance provisioning service to those very same CLECs.  This would entirely defeat the penalties’ purpose of encouraging service quality performance at parity for competitors.  Therefore, the common cost factor approved in DPL Issue No. 51 has excluded all such penalty amounts.
Cable and Wire and Switching (DPL Issue No. 46)
The Commission rejects SBC’s substitution of booked costs with TELRIC results for cable and wire and switching.  SBC’s numerator and the remainder of its denominator, consists of booked data brought current through a CC:BC ratio.  To substitute TELRIC rates for a portion of the network costs, while failing to make the same adjustment to all other accounts, is inherently inconsistent with the approach taken throughout the rest of the model.  The Commission concurs with the CLECs that SBC’s approach results in a factor which assumes that, no matter how efficient SBC’s network becomes, SBCT’s overhead expenses will remain the same, when measured as a percentage of its asset base.  The Commission does not find SBCT’s rationale reasonable and, therefore, rejects SBC’s forward-looking adjustment.  Instead, in DPL Issue No. 46 the Commission has substituted the current cost amounts.
Fill Factor

Loop Components (DPL Issue No. 56)
After careful consideration of the parties’ views on fill factors for the loop components addressed in DPL Issue No. 56, the Commission declines to adopt the position of any party in its entirety because none of the individual positions put forward fully addressed the issue.  SBCT proposed the use of existing fill factors, citing that, on average, outside plant fills have historically remained relatively stable, making the use of current fill factors appropriate for the development of TELRIC costs for SBCT’s loop feeder and distribution plant.
  This argument assumes that existing fill factors will remain the same in the future, which assumption the Commission does not find reasonable.  In contrast, CLEC witness Steve Turner proposed using fill factors for feeder cables based on SBCT Feeder at Relief (FAR) Engineering Guidelines and proposed using fill factors for other aspects of the distribution plant at substantially higher than existing fill levels.
  The Commission finds that SBCT’s current fill factors represent a reasonable starting point upon which to develop the forward looking fill factors that an efficient carrier operating in a competitive environment can attain.  Accordingly, the Commission finds that the record supports adjusting the fill factors for certain components of the distribution plant referenced in DPL Issue No. 56.
Analog/Digital Lines and Features (DPL Issue No. 91)
The Commission adopts SBC’s proposed fill factors (which are SBCT’s current actual fill factors) for analog/digital lines and features addressed in DPL Issue No. 91.  Paragraph 682 of the Local Competition Order states that “[p]er-unit costs shall be derived from total costs using reasonably accurate ‘fill factors’ (estimates of the proportion of a facility that will be ‘filled’ with network usage)” and directs state commissions to determine fill factors using a “reasonable projection of the actual total usage of the element.”
  The Commission agrees with SBC that “efficient forward-looking firms utilize spare capacity as a way to hold down other costs, manage risk, and maintain service quality.  Accordingly, spare capacity is a legitimate, economic, and efficient cost of doing business.”
  The Commission recognizes that tradeoffs between inputs, service quality considerations, and the lumpy nature of inputs affect fill factors.  The Commission also recognizes that a carrier’s inability to predict its market share, variability in market share, and declining market share all affect a carrier’s fill factor.
  The Commission finds that the actual fill factors realized by a carrier under price-cap incentive regulation are presumed to reflect a reasonable level of efficient operations.  A proposal based on current actual fill also has the benefits of objectivity and verifiability.  Forward-looking adjustments to SBC’s actual fill factors may be valid; however, the CLECs’ proposed fill has no empirical justification.  Accordingly, the Commission adopts SBC’s proposed fill factors for analog and digital lines and features.
Fiber and SONET Hard-Wired & Common Equipment (DPL Issue No. 117)
The Commission disagrees with AT&T’s argument that the use of protect fibers creates a “built in” (100%) fiber fill factor.
  AT&T’s assertion fails to consider that the protect fibers cannot be used to accommodate traffic growth, since the protect fibers must remain available to carry traffic in the event a fiber fails.
  Furthermore, AT&T’s assertion that high demand should result in higher fill ignores the fact that high demand requires spare capacity to meet the higher demand, given the incremental (“lumpy”) nature of fiber cables.
  SBCT provided some evidence that the fill factor should be less than 100%.
  However, SBCT failed to demonstrate that its proposed fiber fill factor is forward looking.  SBCT did not provide any meaningful data to support their future demand forecasts upon which their fill factors rely.  The Commission adopts 50% as a reasonable fiber fill factor, which accounts for traffic growth and fiber defects.  
AT&T failed to show that its proposed SONET hard-wired and common equipment fill factor represents a forward-looking fill.  Rather, the Commission agrees with SBCT’s rationale
.  Because of the nature of drop port plug-ins, SBCT must install them individually, with the plug-ins stored until needed to fulfill a service order, resulting in a lower fill factor.
  Accordingly, the Commission determines that SBCT’s proposed SONET hard-wired and common equipment fill factor to be reasonable.
D4 Channel Bank Drop and M13 Multiplexing (DPL Issue No. 118)
The Commission finds SBCT’s proposed fill factor to be reasonable.  The Commission agrees that the M13 multiplexer is provisioned as a single unit rather than having the ability to drop cards, thus justifying a lower fill factor than the D4 channel bank.

V. Conclusion

The Arbitrators conclude that the decisions outlined in the Award and the Award matrix, as well as the conditions imposed on the parties by these decisions, meet the requirements of FTA §§ 251 and 252 and any applicable regulations prescribed by the FCC pursuant to FTA §§ 251 and 252.
SIGNED AT AUSTIN, TEXAS the _______ day of July 2004.

	PUBLIC UTILITY COMMISSION OF TEXAS

	

	JULIE PARSLEY, COMMISSIONER



	PAUL HUDSON, CHAIRMAN




Staff Arbitration Team Members:

Tammy Cooper, Marshall Adair, Larry Barnes, Tina Donahoo, Jingming Hicks, Andrew Kang, Bryan Kelly, James Kelsaw, Randy Klaus, Todd Kiehn, Rich Lain, Rosemary McMahill, Stephen Mendoza, and Elango Rajagopal.
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� Investigation of Southwestern Bell Telephone Company’s Entry into the Texas InterLATA Telecommunications Market, Docket No. 16251, Order No. 55 (Oct. 13, 1999) (“T2A Order”).


�  Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (codified as amended in scattered sections of 15 and 47 U.S.C.) (FTA).


�  The parties had previously agreed to implement the new rates by May 31, 2004, approximately three months after the anticipated release of the Award in March of 2004 (see Joint Letter Requesting Modification of Procedural Schedule (Oct. 22, 2004); Open Meeting Tr. at 121-123 (Mar. 10, 2004)).  To allow a similar length implementation period as anticipated earlier, this Award requires the parties to incorporate the new rates within 90 days.


�  Proceeding on Cost Issues Severed from Docket No. 24542, Docket No. 25834 (Oct. 23, 2003).


�  Petition of MCIMetro Access Transmission Services, LLC, Sage Telecom, Inc., Texas UNE Platform Coalition, McLeod USA Telecommunications Services, Inc., and AT&T Communications of Texas, LP for Arbitration with Southwestern Bell Telephone Company Under the Telecommunications Act of 1996, Docket No. 24542 (May 1, 2002).


�  Review of the Section 251 Unbundling Obligations of Incumbent Local Exchange Carriers; Implementation of the Local Competitive Provisions of the Telecommunications Act of 1996; Deployment of Wireline Services Offering Advanced Telecommunications Capability, CC Docket Nos. 01-388, 96-98, 98-147, Order, FCC 03-36 (rel. Aug. 21, 2003) (Triennial Review Order).


�  Petition of AT&T Communications of Texas, LP, TCG Dallas, and Teleport Communications Houston, Inc. for Arbitration with Southwestern Bell Telephone d/b/a SBC Texas Pursuant to Section 252(b)(1) of the Federal Telecommunications Act of 1996, Docket No. 28412 (pending).


�  Open Meeting Tr. at 151 (Sept. 18, 2003); See Docket No. 28412, Letter to Judge Cooper and Judge Klaus (Sept. 22, 2003).


�  See Docket No. 28412, Order No. 3 (Oct. 8, 2003).


�  See Docket No. 25834, Order of Dismissal (Oct. 23, 2003).  To the extent the documentation filed in Docket No. 25834 is admissible; it may be used in this proceeding.  See Order No. 1 at 2 (Sept. 30, 2003).


�  See Docket No. 28412, Letter to Judge Cooper and Judge Klaus (Sept. 22, 2003).


�  Texas Public Information Act, Tex. Gov’t Code Ann. §§ 552.002-552.353 (Vernon 1994 & Supp. 2003) (TPIA).


�  28 Tex. Reg. 8999 (Oct. 10, 2003).


�  CLECs include MCImetro Access Transmission Services, LLC; MCIWorldcom Communications, Inc.; Brooks Fiber Telecommunications of Texas, Inc.; El Paso Networks, LLC; Sage Telecom of Texas; Birch Telecom of Texas; Posner Telecommunications, Inc.; AMA Techtel, Inc.; Carrera Communications, Inc.; Cbeyond Communications of Texas, LP; ICG Communications, Inc.; KMC Telecom, Inc.; Network Intelligence, Inc.; NTS Communications, Inc.; On Fiber Communications; Time Warner Telecom, LLP; Web Fire Communications, Inc.; Xspedius Management Co., LLC; XO Texas, Inc.; and Z-Tel Communications, Inc.


�  CTG consists of AccuTel of Texas, LP; BasicPhone, Inc.; BroadLink Telecom, LLC; Capital 4 Outsourcing, Inc.; Cutter Communications, Inc. d/b/a GCEC Technologies; Cypress Telecommunications, Inc.; Express Telephone Services, Inc.; Extel Enterprises, Inc. d/b/a Extel; Connect Paging, Inc. d/b/a Get A Phone; Habla Communicaciones, Inc.; IQC, LLC; National Discount Telecom, LLC; Quick-Tel Communications, Inc.; Rosebud Telephone, LLC; PhoneCo, LP; Smartcom Telephone, LLC; and WesTex Communications, LLC d/b/a WTX Communications.


�  Petition of AccuTel of Texas, Inc., d/b/a 1-800-4-A-PHONE and Southwestern Bell Telephone Company for Arbitration Pursuant to Section 252(b) of the Communications Act of 1934, Docket No. 24547 (May 16, 2002).
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