


April 27, 2000

John M. Leutza, Chief

Telecommunications Division

California Public Utilities Commission

505 Van Ness Avenue, Room 3203

San Francisco, California 94102

Subject: Protest of Pacific Bell’s (Pacific) Advice Letter (AL) 21091 proposing rates and supporting cost studies for qualifying and conditioning loops for digital subscriber line (DSL) services.



Dear Mr. Leutza:

Pacific Bell’s Advice Letter 21091 proposing rates for qualification and conditioning of local loops for DSL services was filed on April 3rd, 2000, and appeared on the Commission’s calendar on April 7th, 2000. Thus, this protest is timely filed.

Pacific asserts that it is filing this Advice Letter in compliance with a Federal Communication Commission (FCC) order approving the transfer of licenses and lines in conjunction with the SBC-Ameritech merger.  According to Pacific, the FCC ordered SBC to file cost studies and proposed rates for conditioning xDSL loops within each state of its 12-state region within 180 days of the merger’s closing date (April 5, 2000).
  

On November 23, 1999 The California Public Utilities Commission ordered that “Pacific shall commence preparing loop conditioning cost studies based on the TELRIC …methodology, and shall submit such studies for review in such proceeding(s), as the Commission…shall direct.”
 As Pacific noted in its advice letter, the CPUC has not yet asked for this information or designated the appropriate forum for its submission.  Pacific has of itself chosen the Advice Letter route, the one least likely to allow careful scrutiny of its proposed rates or of the accompanying cost study said to support them. 

However, regardless of the forum chosen, ORA does not believe that Pacific has met the requirement set by the Commission that it prepare “line conditioning cost studies based on the TELRIC methodology.”
 The non-redacted version of the cost study submitted by Pacific in support of this Advice Letter provides no evidence that Pacific took into account the increased usage of fiber optic and digital technologies in its local loop or the new network architecture it is currently developing as part of Project Pronto. The cost study seems instead to be an artifact of Pacific’s older network configurations; and Pacific leaves the implication that CLECs are expected to pay the DSL upgrade costs associated with that archaic network.

SBC’s own website announced to its investors in late February 2000 that Project Pronto “is a fundamental redesign of SBC’s network.”
 This redesign is intended to “replace older networks that are expensive to maintain and operate.”
 SBC further claimed that its network rearchitecture will “push fiber deeper into the neighborhoods …[and] dramatically reduce its network cost structure.”  Noteworthy too is SBC’s claim that “Expense and capital savings alone are expected to offset the cost of the entire initiative.”

 SBC boasts that “one element of Project Pronto is deployment of next-generation remote terminals, which are designed to eliminate loop length and network condition limitations, thus providing broadband capability to more that 80% of customer locations within SBC territory.”
 

According to SBC, “The local loop portion of Project Pronto is 20 percent ahead of schedule.” As of February 2000, “half of the 1,300 central offices target for deployment in 2000 are already in service; 12 million customer locations are DSL-capable, putting SBC ahead of schedule to reach its goal of 16 million DSL-capable customer locations by year-end 2000.”

None of this forward-looking fundamental redesign of SBC/Pacific’s network, much of it already completed, appears to be reflected in the cost study accompanying AL 21091.

Clearly, this DSL line qualification and conditioning Advice Letter and its cost study are based on physical presuppositions of Pacific's older networks and do not anticipate the line conditioning entailed by Project Pronto, conditioning independent of CLEC DSL initiatives. It is as if the cost study supporting AL 21091 came from a world associated with monopoly regulation where the point was to maximize costs in order to prevail with regulators, not the world SBC advertises to its shareholders and investors, the competitive world, where the point is to minimize costs by raising the productivity threshold of technology and thereby expanding service offerings at reduced prices. In the cost study supplied with AL 21091, the point seems to be to expand cost categories in order to justify high prices to CLEC customers in order to recover embedded costs of a network already obsolete by the standards Pacific’s parent publicly acknowledges elsewhere – and, not coincidentally, use monopoly pricing to defeat competitive access.

Even if we consider Pacific’s historical costs, those associated with its embedded network, there are still problems with the cost study.  It uses 1996 data adjusted to 1999 rather than actual costs.   Also, there is no explanation of why the line distances, number of load coils or bridge taps were chosen the way they were, as opposed to some other combination. The cost study’s assumptions about how line work is assigned and completed don’t seem logical or realistic.  For example, we would expect that when a technician is sent to a manhole it is to do all the conditioning work associated with that manhole, not to handle just a single xDSL service order.  Yet it appears that the costs of traveling to, setting up and removing equipment at a manhole for the technician are to be born by a single CLEC DSL line conditioning order. It is doubtful that the line conditioning undertaken with Project Pronto is being approached on such an inefficient basis.

Pacific also leaves unexplained how it would allocate loops in a cable between itself and a CLEC where spares exist, when some pairs are already conditioned and others are not.  Also there is the possibility that some loops may be all copper, with many more load coils than other loops which are part copper and part fiber. We find it hard to believe that there are as many bridge taps on Pacific’s copper lines as the cost study assumes, let alone the 2-bridge tap minimum of Pacific’s price sheets. 

Pacific Advice Letter would lock CLECs into the most costly, archaic network assumptions and configurations, then price accordingly. 

In summary, ORA requests that Advice Letter 21091 be rejected and that Pacific be ordered again to prepare a formal application based on a forward looking TELRIC cost methodology, one that assumes the capabilities and efficiencies of SBC’s “fundamental reconfiguration of [its] network into a broadband services platform....”
 underway with Project Pronto. The filing of an advice letter does not provide a forum sufficient to permit the necessary level of scrutiny of Pacific’s network configurations and the appropriateness of its cost studies. A formal application is required. The most appropriate procedural venue for consideration of these issues is the OANAD docket (R.93-04-003/I.93-04-002) where the Commission has opened a Line Sharing Phase.

Please contact Bill Johnston, Jr. (415/703-2256) or Keith Ragsdale (415/703-5963) if you have any questions regarding this protest.

Respectfully submitted,

Michael D. McNamara, Senior Manager

Office of Ratepayer Advocates

California Public Utilities Commission

cc:  R.93-04-003/I.93-04-002, OANAD, Line Sharing Phase

� Memorandum Opinion and Order, FCC 99-279, App. C, ¶21, released October 8th, 1999.


� Open Access and Network Architecture Development (OANAD) Interim Decision, D.99-11-050 at 277  (November 23, 1999).


� D.99-11-050, p. 113, note 101.


� SBC website, “Investor Briefing” No. 215, “SBC Updates Growth Strategies,” February 29, 2000, p. 2.


� Ibid.


�  SBC website Title: Technology at the following URL: www.sbc.com/Technology/datat_strategy/project_pronto/Home.html


� SBC notice Project Pronto Issue 1 Feb.15th, 2000


� “Investor Briefing” No. 215, op. cit., p. 3.


� “Investor Briefing,” op. cit., p. 4.
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