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INTRODUCTION

This arbitration proceeding between Sprint Communications, L.P. (“ Sprint”) and Verizon New
England, Inc. d/b/a Verizon-Massachusetts' ("Verizon" or “Company”) (collectively, “ Parties’) isheld
pursuant to the Telecommunications Act of 1996, 47 U.S.C.

§ 252 ("Act").2 By this Order, the Department of Telecommunications and Energy (“Department”)
makes findings necessary to finalize an interconnection agreement ("Agreement”) between the parties.

Verizon isan incumbent loca exchange carrier ("ILEC"), as defined by the Act, within the
Commonwesdlth of Massachusetts. Sprint is a competitive loca exchange carrier (“CLEC”) authorized
to provide loca exchange service to residentia and business customers throughout Massachustts.

1. PROCEDURAL HISTORY

On June 16, 2000, Sprint filed a Petition for Arbitration of an interconnection agreement with
Verizon.® Verizon responded to Sprint’s Petition on July 11, 2000. (“Petition”). On July 19, 2000,
the Department held a procedural conference and technical sesson. On September 8, 2000, Sprint

filed the testimony of AngelaL. Oliver, regulatory manager-access planning, and Michael J. Nelson,

! Formerly, Bell Atlantic-Massachusetts.

2 Section 252(b) of the Act permits a carrier to petition a state commission to arbitrate any issues
left unresolved after voluntary negotiations between the carriers have occurred. 47 U.S.C. 8§
252(b)(2).

3 Asaresult of the resolution of severd issues outlined in its petition, Sprint revised the date that

it requested the negotiation of the interconnection agreement from January 8, 2000 to February
9, 2000 (Sprint Letter, August 25, 2000). On November 17, 2000, the Parties agreed that the
Department would issue its decision on this matter by December 11, 2000 (Sprint/Verizon
letters, November 17, 2000).
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director-loca market development/integration. Also on that date, Verizon filed its Final Position
Statement.
On October 6 and 13, 2000, the Parties filed their initia and reply briefs, respectively.

The issues for the Department’ s congderation are rdated to: (1) the definition of local traffic;
(2) cdling party number billing adjustments; (3) use of access trunk facilitiesfor loca traffic; (4) access
to digitd line concentrators, line sharing, and unbundled network eements (“loop query”) information;
(5) interconnection rates for accessto Sprint’ s facilities; and
(6) resale of vertica features.

1. STANDARD OF REVIEW

47 U.S.C. 8252(c) sets out the standards for arbitrations by state commissions.  Section
252(c) dates, in rlevant part, that a state commission shall:

(1) ensure that such resolution and conditions meet the requirements of section 251,
including the regulations prescribed by the [Federad Communications Commission
(“FCC")] pursuant to section 251;

(2) establish any rates for interconnection, services, or network e ements according to
[section 252(d).]

Section 251(c)(2) of the Act defines the obligations for ILECs to interconnect with other
cariers. Each ILEC hasthe duty

to provide, for the facilities and equipment of any requesting telecommunications
carrier, interconnection with the local exchange carrier’ s network -- (A) for the
transmission and routing of telephone exchange service and exchange access, (B) at
any technically feasible point within the carrier’ s network; (C) that isa least equd in
quality to that provided by the local exchange carrier to itsdf or to any subsidiary,
affiliate, or any other party to which the carrier provides interconnection; and (D) on
rates, terms, and conditions that are just, reasonable, and nondiscriminatory, in
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accordance with the terms and conditions of the agreement and the requirements of

[section 251] and section 252.

Furthermore, 8 252(¢€)(3) provides that “nothing in this section shdl prohibit a State commission
from establishing or enforcing other requirements of State law inits review of an agreement, including
requiring compliance with intrastate telecommunications service qudity sandards and requirements.”

V. UNRESOLVED ISSUES

A. Definition of Locd Treffic (Arbitration Issue No. 15)

1 Introduction
The parties disagree on whether Internet service provider (“1SP’)-bound traffic should be
included in the definition of locd traffic.

2. Postions of the Parties

a rint
Sprint states that the issue of whether Internet traffic islocd, and thus subject to reciprocal
compensation, is unsettled and currently pending at the FCC (Exh. Sprint-2, at 20; Sprint Brief at 28-
29; Sprint Reply Brief at 18). Sprint argues that until the FCC defines“local traffic,” Verizon's

definition of “locd” traffic should not be included in the interconnection agreement (Sprint Brief a 28).

Until the time that the FCC issues adecision on reciproca compensation, Sprint has affirmed its
intent to abide by the Department’ s decisions concerning reciprocal compensation (id. dting Internet

Tratfic Order; MCl World Technologies, Inc., D.T.E. 97-116-E, at 1 (2000)).

b. Verizon
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Verizon gates tha the Department has found that “loca traffic” excludes | SP-bound traffic, and
argues that because | SP traffic is non-locdl, interstate traffic, |SP-bound calls are not subject to

reciproca compensation under § 251(b)(5) of the Act (Verizon Brief at 9, dting Internet Traffic Order;

MCI WorldCom Technologies, Inc., D.T.E. 97-116-E, at 1 (2000)). Verizon contends that, given the

Department’ s rulings, traffic to | SPs should be expresdy excluded from the definition of “locd traffic”
as contained in the parties interconnection agreement (Verizon Brief a 9).

3. Anadyssand Finding

The FCC has found that | SP-bound traffic is not locdl, but interstate, for purposes of the Act’s

reciprocal compensation provisons. Inter-Carrier Compensation; Internet Traffic Order 99-68, at 11

12 and 26 n.87. In the MCI WorldCom Order, the Department found, based on the FCC' s ruling that

ISP traffic isinterstate, that no reciprocal compensation need be made for 1SP-bound traffic. Internet

Traffic Order; MCl WorldCom Order at 13. The Department determined to maintain that status quo
pending the remand of the issue to the FCC.

Therefore, the Department finds that the definition of “local traffic” that states that 1SP-bound
traffic isnot local, but interstate, for purposes of the 1996 Act’ s reciproca compensation provisions, is
reasonable. Accordingly, the Department adopts the language as proposed by Verizon. If the FCC
reverses itself on remand, the Department may require modification of this provison in the parties

interconnection agreement.

B. Cdling Party Number (Arbitration Issue No. 16)

1. | ntroduction
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The transmission of caling party numbers (“CPN”) by the originating carrier to the terminating
carier is necessary for both parties to determine whether the calls should be billed at locd, intraLATA,
or interLATA rates. Thisissue concerns the gppropriate minimum requirements for the transmission of
CPN and the rates to be gpplied should the originating carrier fail to transmit CPN to the terminating
carier a defined minimum levels

2. Poditions of the Parties

a rint

Sprint proposes that each carrier should be required, under the terms of the Agreement, to
transmit CPN for at least 90 percent of its originating cals (Exh. Sprint-2, at 21; Sprint Brief at 31;
Sprint Reply Brief a 21). Further, Sprint proposes that failure to meet the 90 percent threshold would
require a“true up” of the erroneous invoices that occurred as aresult of the originating carrier’ sfallure
to tranamit the appropriate CPN information (Sprint Reply Brief at 21; Exh. Sprint-2, at 21). Sprint
acknowledges that with the automated technology available to both parties, failure to transmit CPN is
an unlikely occurrence (Sprint Brief at 30; Sprint Reply Brief a 21). However, it arguesthat the
Agreement must recognize that unintended technology breakdowns do occur and, therefore, its
proposed contractual provisonsto alow for these infrequent events are necessary (Exh. Sprint-2, a

22).
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b. Verizon

In contrast to Sprint’s proposed 90 percent minimum requirement for the transmission of CPN,
Verizon proposes that both companies be held to a more stringent threshold of providing CPN on no
less than 95 percent of the cdlsthey deliver (Verizon Brief at 13). Also contrary to Sprint’s proposd,
Verizon proposesthat if its proposed 95 percent threshold is not met, the terminating carrier would
have the option to hill any calls lacking CPN &t the interstate switched exchange access rate, regardless
of the jurisdictiond nature of the calls (id. at 29). Verizon contends that Sprint’s proposd is
unreasonable asit would force one party to bear the consequences of the other party’ s system failures

(id. at 13). Verizon cites arecent New Y ork Public Service Commission order as support for

approval of the Company’s position concerning CPN (id. at 13-14 diting Petition of Sprint

Communications Company, L.P./Bdl Atlantic-New Y ork, Case 99-C-1389, at 15 (January 12,

2000).

3. Anadyss and Findings

The resolution of thisissue requires afinding on two sub-issues. Firgt, we must determine a
threshold for the transfer of CPN information. While Sprint statesthat it iswilling to accept a 90
percent minimum for the transfer of CPN, Verizon proposes aminimum level of 95 percent. However,
in other Department proceedings, Verizon stated that interconnection agreements generdly require
CLECsto provide originating cal CPN on 90 percent of their cdls, and the Deparmtent found such a

threshold was reasonable. See Verizon Tariff No. 17 Order, D.T.E. 98-57-Phase |11 (September 29,

2000) at 179. Verizon has given no reason for the Department to impose a more stringent requirement
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on the transfer of CPN.  Accordingly, the Department finds that a 90 percent threshold for the
transmission of CPN is reasonable, and we accept Sprint’s proposal that each party shal be required
to provide CPN for at least 90 percent of the cdls originating on its network.

The second CPN issue which must be addressed is whether or not the carriers should be
alowed to “true up” invoices when locd calls are billed at access rates due to one party’ sfailure to
transmit CPN information. The Department recognizes Sprint’ s concern that there may berare
occasions where CPN is not transferred between carriers due to technical failuresthat are
unattributable to either carrier’ s actions. Given the unlikelihood of these events, the Department finds
that requiring either carrier to perform amanua review of dternate calling records when the other
carier fallsto meet its CPN requirements is unduly burdensome. Therefore, the Department denies
Sprint’s proposal to dlow for “true up” reconciliation of invoices when acarrier’s CPN transmisson
fals below the 90 percent threshold. If either carrier fails to transmit CPN on less than 90 percent of its
originating cals, the other carrier hastheright to bill cals without CPN at the interstate switched
exchange access rate.

C. Loca Calls Over Access Trunks (Arbitration Issue No. 17).

1. |ntroduction
This issue concerns Sprint’ s ability to combine loca and toll traffic over access trunk facilities.
Moreover, if the access trunk facilities can be used for combined traffic, the Department must
determine whether local cdls carried over access facilities will be subject to reciprocal compensation or

interexchange access rates.
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2. Poditions of the Parties

a rint

Sprint contends that, dthough it is technicaly feasble to combine locd, intraLATA toll, and
interLATA toll traffic on existing access trunk facilities between Sprint’s end office and Verizon's
tandem offices, Verizon proposesto limit Sprint’s use of access trunk facilities to long distance traffic
(Exh. Sprint-2, at 4; Sprint Brief at 32). Sprint contends that by sending local cdls over otherwise
underutilized trunks, Sprint would have lower operating costs, which, in turn, would benefit
Massachusetts consumers through lower prices (Exh. Sprint-2, a& 4). To dleviate Verizon's concerns
of misreported billing information, Sprint Sates that proper billing of access and reciproca
compensation charges can be accomplished by cal recording (e.g., detailed information on the number
caled, number billed, etc.), the use of Percent Interstate Usage (“PIU”) and Percent Loca Usage
(“PLU") factors,* or post-hilling adjustments (Sprint Reply Brief a 22).

Further, Sprint contends that it should be alowed to pay reciproca compensation charges
when it trangports loca calls, rather than the higher interexchange access rates normally applied to toll
traffic carried on access trunk facilities (Sprint Brief at 32-33). Sprint argues that transporting local
cals on access trunks at reciproca compensation ratesis necessary for its business devel opment plans,
which incdlude utilizing exigting long distance equipment and circuits to provide loca caling (Sprint Reply

Brief at 24-25). Specificdly, Sprint states that it intends to offer cusomers the ability to “dia-around

4 The PIU factor isthe carrier’ s estimate of the amount of interdtate traffic carried on agiven
sarvice. Smilarly, the PLU factor isthe carrier’ s estimate of the amount of loca exchange
traffic carried on a given service (Sprint Reply Brief at 22; Exh. Sprint-2, a 3).
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Verizon local service and sdect Sprint to switch and route their local calls on a cdl-by-cdl bassviaa
specified diding pattern” (id. a 23). Sprint contends that Verizon's proposa acts “to avoid alowing
thisloca service [by] unilaterdly classfy[ing] these locd cdls as interexchange sarvice cdls’ (id. at 25).
Sprint argues that subjecting its customers to paying higher access rates for what are, effectively, loca
cdls, would prevent Sprint from offering did-around loca serviceto its customers (id.). Sprint
proposes that it should be responsible for paying only reciprocal compensation charges when it handles
these locd cdls through its did-around mechaniam (id.).
b. Verizon

Verizon argues that it has made no atemptsto limit Sprint’s ability to combinelocd, intraLATA
toll, and interLATA toll traffic over its access trunk facilities (Verizon Reply Brief a 12; Verizon Find
Pogtion a 12). Verizon contends thet thisissue is limited only to whether reciproca compensation
applies when Sprint routes certain loca calls through its access trunks and long distance switches (id.).
Verizon further Sates that this disoute affects only cals placed between two Verizon cusomersin the
same local cdling areathat are transported over Sprint’s access facilities via a dial-around mechanism
(Verizon Brief a 14). This dispute does not affect cals placed between a Sprint customer and a
Verizon cusomer located in the same local cdling area (id.).

Verizon contends that Sprint’s proposa to pay reciprocal compensation charges rather than
access charges for cdls between two Verizon customersin the same local cdling areain which the
originating caler uses a did-around mechanism to access Sprint’ s facilities does not comply with the

exigting rules governing reciproca compensaion (Verizon Final Postion a 13). Verizon notes that
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reciprocal compensation rules alow only for the “recovery by each carrier of the costs associated with
the transport and termination on each carrier’ s network facilities of calsthat originate on the network
facilities of the other carrier.”® Accordingly, Verizon argues that Sprint is not entitled to pay reciprocal
compensation for the type of calls described above “ because the call both originated and terminated on
Verizon's network” (id.). Rather, Verizon contends that, for such cals, Sprint should be required to
pay the applicable access charges (id.).

3. Anadyss and Findings

Firgt, the Department finds no basis for Sprint’ s contention that Verizon refusesto alow Sprint
to combine local/intraLATA and interLATA traffic on the same trunk facilities. Verizon has Sated
affirmatively that it * has not proposed redtrictions on the type of traffic that Sprint can place on specific
trunk groups’ (Verizon Brief at 14), and that “CLECs may combine interLATA toll traffic, intraLATA
toll traffic, and locd traffic on asingle trunk group” (Exh. Sprint IR 3-5). Therefore, the Department
finds it unnecessary to rule on whether Sprint should be able to combine loca and toll traffic over its
exiging trunk groups.

Next, we address the issue of whether reciprocal compensation rates should gpply when Sprint
routes loca cals through itslong distance facilities. Thisissue affects asmal percentage of cdls,

specificaly those calsin which a Verizon customer uses a Sprint dia-around option to place acdl to

5 Verizon Find Postion at 13, diting In the Matter of Implementation of the L ocal Competition
Provisons of the Tdecommunications Act of 1996, First Report and Order, FCC 96-325, at |
1034 (Verizon emphasis omitted).
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another Verizon customer in the same locdl calling area® The question, therefore, is whether Sprint
should pay reciprocal compensation or exchange access rates when Verizon terminates such calls. The
FCC has stated that

reciproca compensation for trangport and termination of cdlsisintended for a Stuation

inwhich in which two carriers collaborate to complete acdl. Inthis case, the locd

cdler pays charges to the originating carrier, and the originating carrier must

compensate the terminating carrier for completing the call.”
It is clear that the Stuation addressed in this dispute does not fal within the limits of reciproca
compensation as defined by the FCC. Because Sprint is not the originating carrier for cals between
two Verizon customers who use a Sprint dia-around mechanism, the Department finds that Sprint is
not entitled to pay reciproca compensation rates. Therefore, the Department agrees with Verizon that
Sprint is required to pay applicable access rates when it handles such calls through did-around

methods.

D. Loop Query Information (Arbitration Issues Nos. 11, 12, and 18)

1. [ ntroduction

6 Theissueislimited to this scenario because any cdl placed between a Verizon cusomer and a
Sprint customer in the same locdl caling area (except | SP-bound traffic) would be subject
automatically to reciprocad compensation regardless of the facilities over which thecdl is
carried (In the Maiter of Implementation of the L ocad Competition Provisons of the
Tdecommunications Act of 1996, First Report and Order, FCC 96-325, at 1 1034). Further,
cals between two Sprint customersin the same loca calling area over Sprint’s network
facilities would not be subject to reciproca compensation (or any type of inter-carrier
compensation). 1d.

! In the Matter of Implementation of the Locd Competition Provisons of the
Teecommunications Act of 1996, First Report and Order, FCC 96-325, at 1 1034.
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The Parties have resolved most issues related to loop query information. The one remaining
issuein dispute pertains to digital loop concentrators (*DLC”), which are field-located terminas that
concentrate subscriber loops onto a high speed connection to the centra office. Sprint proposes
contract language that would require Verizon to provide Sprint with parity accessto dl DLC
information.

2. Poditions of the Parties

a rint
Sprint contends that it must collocate ingde of or adjacent to Verizon's DLC termindsin order
to provide high speed xDSL services (Exh. Sprint-2 at 22). Sprint argues that, because most DLCs
are not technically cgpable of carrying high speed XDSL services, it must have detailed information on
Verizon's DLCs before it can jusdtify the cost of collocation (id.). Sprint seeks access to detailed
information on DL Cs, including the technica parameters of the DLC, the technica parameters of the
plant, and the potential number of customers that could be offered xDSL services (Sprint Reply Brief at

15). Sprint contends that the UNE Remand Order® requires incumbent LECs to provide requesting

carriers with information contained in its own databases and internd records, including information on

DLCs (Sprint Brief at 26).

8 Implementation of the Loca Competition Provisions of the Telecommunications Act of 1996,
CC Docket No. 96-98, Third Report and Order and Fourth Further Notice of Proposed
Rulemaking, FCC 99-238 (rel. November 5, 1999).
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b. Verizon

Verizon argues that the UNE Remand Order does not require Verizon to provide “ unfettered”

accessto dl information it may possess concerning digita loop carrier facilities (Verizon Brief a 16).

Verizon contends that the UNE Remand Order is concerned with loop qudification information, not

information on digita loop carrier facilities, and that Verizon has aready agreed to provide Sprint with
al of the information needed to useitsloops (id. at 16-17). In addition, Verizon argues that Sprint's
request for “any and dl information” is vague, and does not adequately advise Verizon of its obligations
under the interconnection agreement (id. at 19). Verizon assarts that unless Sprint identifies the
information it seeks, Verizon cannot determine whether such information is available, how it might be
provided, or what the cost of providing the information might be (id.). Verizon contends that Sprint
seeks access to DLC information for market analysis, and that the Act does not require Verizon to
provide information for that purpose (id.).

3. Anadyss and Findings

The Department notes that the issue of parity access to DLC information was not raised by
Sprint in its Petition or a the technica session, but was raised for the first time on September 8, 2000,
in the testimony of Michagl J. Nelson. Asaresult, the record on thisissueis not well developed.
Although Sprint argues thet it has provided Verizon with adetailed ligt of the information sought (Sprint
Reply Brief at 17), Sprint has not provided thislist to the Department. Therefore, the Department is

forced to decide this issue based on alimited record.
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Verizonisnot currently required to maintain detailed information on DLCs (i.e., the technical
parameters of the DL C, the technical parameters of the plant, and the potential number of customers) in
either the mechanica, manud, or engineering loop query databases. See Tariff No. 17, D.T.E. 98-57-
Phase |11 (September 29, 2000). Sprint states thet it requires this information in order to “...evauate
the feasibility of entering new markets within Verizon' sterritory” (Sprint Brief a 25). Sprint’s own

witness concedes that the UNE Remand Order “...did not contemplate the importance of the DLC in

providing advanced telecommunications services ...” (Exh. Sprint-2 at 23). The UNE Remand Order

datesin relevant part:

“...the incumbent LEC must provide to requesting carriers the following: (1) the
compoasition of the loop materid, including, but not limited to, fiber optics, copper; (2)
the existence, location, and type of any eectronic or other equipment on the loop,
including but not limited to, digital loop carrier or other remote concentration
devices, feeder/distribution interfaces, bridge taps, load coils, pair-gain devices,
distributers in the same or adjacent binder groups ...” (Emphass added)

UNE Remand Order at § 427.

While the FCC explicitly contemplated that CL ECs would require some information about
DL Cs and other remote concentration devices, the FCC appears to have limited access to information
concerning the “...existence, location, and type’ of remote concentration devices. The Department

finds that the information sought by Sprint goes beyond whét is required by the UNE Remand Order.

Accordingly, the Department will not require Verizon to provide Sprint with additiond information.
Therefore, the Department directs the parties to strike Sprint’ s proposed language concerning parity
access to DL.C information from the interconnection agreement.

E. | nterconnection Rates for Access to Sprint’s Facilities (Arbitration Issue No. 6)
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1. |ntroduction
This issue concerns the rates that \Verizon must pay Sprint to interconnect with Sprint’s
facilities. The parties’ positions on this issue focus on whether: (1) the rates proposed by Sprint are
reasonable; (2) the rates should be capped at the level that Verizon charges for the same services; and
(3) Sprint should be permitted to unilateraly change the rates during the term of the interconnection
agreement.

2. Poditions of the Parties

a rint

Sprint argues that the rates proposed in the interconnection agreement are presumed to be
competitive because, CLECs, unlike Verizon, have no market power (Sprint Brief a 7).  In response
to Verizon's statements that Sprint’ s rates are too high, and should be subject to arate cap, Sprint is
adamant that imposing such a cgp would be anti-competitive (Sprint Brief at 8; Sprint Reply Brief at 2-
3). Sprint contends that if its rates were capped a the leve that Verizon is alowed to charge for smilar
services, the entire industry would be tied to Verizon's rates, and Sprint would likely be unable to
compete in the marketplace (Sprint Reply Brief at 8; Exh. Sprint-2 &t 6).

Moreover, Sprint contends that there is no basis on which the Department can impose
Verizon'srates on Sprint (Sprint Reply Brief at 8). Specificaly, Sprint argues that there have been no
cost studies submitted for the Department to review and determine whether Sprint’ srates are

reasonable (id.).
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Finaly, Sprint argues that it should be permitted to revise the rates contained in the
interconnection agreement through Department-approved tariff changes (Sprint Reply Brief a 4).
Sprint contends that V erizon can change the rates contained in the interconnection agreement provided
the changes are approved by the Department and that Sprint should have the ability to change rates
contained in the interconnection agreement (id.).

b. Verizon

Verizon argues that the rates to purchase or collocate facilities’ that Sprint proposes to include
in the agreement are unreasonable (Verizon Brief a 2). Moreover, Verizon argues that no increase in
rates should be permitted during the life of the agreement without advance notice (id. at 3).

Verizon contends that because Sprint’ s tariffed rates would supersede the rates set forth in the
interconnection agreement, the Department should ether limit, or cap Sprint’ srates to that of Verizon's

for dmilar services, or require Sprint to file the necessary cot judtification for its tariff filing (id. at 4).

o Sprint’s proposed rates include a monthly recurring charge (“MRC”) of $1500 per bay of
collocation red estate; an MRC of $275 per facility for DS-1; and an MRC of $450 per facility
for DS-3 (Petition, Exh. 1, Schedule 1.3).



D.T.E. 00-54 Page 17

3. Andyss and Findings

a Proposed Rates

The Department rejects Sprint’ s assertion that CLEC interconnection rates are presumptively
reasonable and comptitive because CLECs lack market power. Contrary to Sprint’s belief, the Act
has given CLECs sgnificant leverage because ILECs are required to interconnect with any CLECs that

request interconnection (Telecommunciations Act of 1996,

§ 251(c)(2)). Therefore, the Department affords no presumption of reasonablenessto Sprint’s
proposed interconnection rates.'’

Under the Act and state telecommuni cations statutes, the Department is required to determine
the reasonableness of CLEC interconnection rates as well as the reasonableness of ILEC
interconnection rates. 47 U.S.C. 88 251(a)(1); 252 (d)(1); G.L. c. 159, 88 12, 14, and 17. Each
carrier’ srates must either be agreed-to through negotiation, or be cost-judtified. Id.; 47 U.S.C. 8
252(a)(1). Hence, to avoid a protracted investigation of their costs, most CLECs smply usethe
Verizon' srates as a proxy (See eg., Interconnection Agreement between WorldCom and Verizon,
Attachment 1V, §2.4.4). However, where a CLEC failsto negotiate a rate with VVerizon and refuses to
use Verizon' srates as a proxy, the Department notes that the CLEC must submit supporting

documentation for itsrates. See D.P.U. 94-185, at 50 (1996) (Department held that CLECs that

10 In contrast, the Department has found CLECS  retall rates to be presumptively reasonable and
competitive, because of the lack of CLEC market power. D.P.U. 94-185, at 49 (1996),
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intend to charge higher termination rates than NYNEX must file cost support to demondtrate the
reasonableness of those rates).

The Department aso rgjects Sprint’ s argument that the proposed rates should be alowed
because Verizon has the opportunity to challenge Sprint’ s rates through a separate tariff complaint
proceeding. Sprint does not currently have an interconnection tariff on file with the Department.
Instead, the reasonableness of Sprint’ s interconnection rates was raised in this arbitration and should
therefore be resolved in this proceeding. Accordingly, unless Sprint either uses Verizon' sratesasa
proxy or negotiates with Verizon for other rates, the Department finds that it is necessary to investigate
Sprint’ s proposed interconnection rates, and directs Sprint to file the cost information on which its rates
are based within 20 days of this Order. In the meantime, the parties shal include a placeholder in their
agreement requiring Sprint to use the same rate as Verizon for any disputed rate, until the Department
concludes the investigation of Sprint’s cost support.

2. Findlity of Proposed Rates

Sprint argues that it should be permitted to dter its interconnection rates during the term of the
agreement. However, the Department has previoudy sustained the findlity of interconnection
agreements. See Taiff No. 17, D.T.E. 98-57, at 18-19 (March 24, 2000). In that Order, the
Department stated that competition cannot flourish in a climate where carriers (CLECs and ILECs
dike) are unable to retain the benefits of their bargains. 1d. Just asthe Department found in D.T.E. 98-

57 that CLECs should never have to worry that Verizon would eviscerate their contracts with a tariff
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filing, 0 should Verizon not be concerned that CLECs will unilateradly change terms contained in an
interconnection agreement.

The Department finds that while the parties remain free to renegotiate the terms of their
interconnection agreements a any time, they are not permitted to unilateraly change the terms of an
agreement while that agreement isin effect.

F. Resde of Vertica Features

1. | ntroduction
Thisissue concerns whether Sprint may purchase vertica festures ' from Verizon at the
wholesale avoided-cost discount.

2. Poditions of the Parties

a rint
Sprint contends that it is prevented from receiving the wholesale discount rate offered by
Verizon for vertica features because Verizon redtricts the availability of the discount to those services
purchased in conjunction with Verizon's basic loca service (Sprint Reply Brief at 5). Sprint argues
that, to the extent Verizon does not alow Sprint to purchase or resdll vertica features without the local
loop, Sprint cannot provide a competitive offering (Sprint Brief at 13). Instead, Sprint argues that

Verizon should be required to offer these services on a stand-alone basis as Verizon does with its

1 Vertica features, dso referred to as “ Custom Calling Services’ by Verizon, are services that
include, among other things, cal waiting, cdl forwarding and threeway cdling. See DTE MA
No. 10, Part A, Section 9, Page 28.
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Enhanced Service Providers (“ESPS’)*2 (id. 13). According to Sprint, § 251(c)(4) of the Act requires
Verizon to make vertica features available to Sprint at wholesae prices without imposing unreasonable
or discriminatory conditions or limitations (id. at 14). Moreover, states Sprint, the FCC's First Report
and Order found that resde redtrictions are presumptively unreasonable given the ILEC' s ability to
impose resde redtrictions and limitations to preserve their market postion (id.). Sprint contends that
Verizon's bundling provison of local did tone service with the sdle of vertica feetures, represents a
clear atempt by Verizon to preserve its market position in Massachusetts (id.).

Sprint argues that there is no reason that the dia tone and vertica festures must be provided by
the same carrier, epecidly since these services are sold, priced, and billed separately (id. at 18). In
support of its argument, Sprint contends that there is precedent to alow for the purchase of vertica
features on a stand-aone basis at the wholesae discount (Sprint Reply Brief a 12). Specificdly, Sprint
dated that, in arecent decison, the Caifornia Public Service Commission required Pacific Bell to
provide Sprint with the option to purchase vertica features a the wholesale discount (Sprint Reply
Brief a 12, citing Application 00-05-053, Opinion, October 5, 2000 (Cdifornia Opinion)).
Furthermore, Sprint indicates that other ILECs dlow Sprint to purchase unbundled vertica features on

agand-alone basis, a the wholesale discount (Sprint Reply Brief at 13).

12 An Enhanced Service Provider isa Verizon subscriber whose telecommunications service
gpplication involves computer processing that acts on format, code or protocol, provides
additiona, different or restructured information, or offers end-user interaction with the stored
information. DTE MA No. 10, Part A, Section 9, Page 28.
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To determine the amount that Sprint should pay Verizon for vertica features, Sprint requests
that the Department require Verizon to provide an avoided costs study that would indicate the costs
incurred by Verizon to offer vertica features (Sprint Brief a 24). In the interim, Sprint requests that the
Department require Verizon to apply the loop discount approved by the Department in Verizon's
Tariff No. 14, the Company’ s resde tariff (id.).

b. Verizon

Verizon argues that its resde tariff provides that vertical services are sold to the Company’s
end users only in conjunction with the purchase of basic did tone line service and not on a stand-aone
basis (Verizon Brief a 5). The Company indicates that athough ESPs may purchase Cadl Forwarding
Busy Line/Don’t Answer in order to resdll those servicesto an end user in connection with aservice
such as voice messaging, Verizon does not offer the feature on a stand-aone basis (id. at 6).
Accordingly, Verizon sates that, smilar to ESPs, Sprint is not entitled to the wholesale discount for the
purchase of vertica features (Verizon Reply Brief at 5-6).

Verizon contends that Sprint’ s reliance on an arbitrator’ s report from a Cdifornia proceeding is
inappropriate (Verizon Brief at 6-7). First, Verizon sates that the arbitrator erroneoudy concluded that
Pecific Bell sold vertical features on a stand-aone bass, a retail (id.). According to Verizon, such
sdesaenot a retal rates, and therefore do not trigger the requirement under the Act that the
Company provide telecommunications services at wholesde rates for services that that the Company

provides at retail to subscribers (id. at 7). Moreover, Verizon claims that the submission of an avoided
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cost study for the Department’ s review is unnecessary because the Company would continue to incur

the costs to market and provide the services to retail customers (id.).
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3. Andyss and Findings

Verizon is required under the Act to resdll its retail telecommunications servicesto CLECs at
the wholesale discount. 47 U.S.C. 8 251(c)(4)(A). Verizon does provide Custom Calling Festures on
agand-adone basisto itsretall customers, but such services are offered only in conjunction with its
basic exchange service. See D.T.E. MA No. 10. The Department notes that, based on the information
provided to us by the Parties on thisissue, Verizon'srefusd to offer vertica features on a stand-adone

basis to Sprint at the wholesd e discount does not violate the Act or the FCC's Local Competition

rules. Therefore, we find that Verizon is not required to offer vertica features at the wholesale discount
rate, on a stand-alone basis.
V. ORDER

After due congderation, itis

ORDERED: That the issues under consderation in this Order be determined as set forth in this
Order; and it is

FURTHER ORDERED: That the parties incorporate these determinations into afina

agreement, setting forth both the negotiated and arbitrated terms and conditions, to be filed



D.T.E. 00-54 Page 24

with the Department pursuant to Section 252(e)(1) of the Act, within 21 days of the date herein.

By Order of the Department,

James Connelly, Chairman

W. Robert Keating, Commissioner

Paul B. Vasington, Commissioner

Eugene J. Sullivan, Jr., Commissioner

Derdre K. Manning, Commissioner



