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IN THE MATTER OF THE INV! STHSAHON-OF OCKET NO. T-00000D-00-0672
THE COST OF TELECOMMUNICATIONS
ACCESS.

IN THE MATTER OF QWEST CORPORATION’S DOCKET NO. T-01051B-03-0454
FILING AMENDED RENEWED PRICE
REGULATION PLAN. PROCEDURAL ORDER

BY THE COMMISSION:

On September 5, 2000, the Commission’s Utilities Division Staff (“Staff”) filed a Request for
an Investigatory Docket Regarding the Cost of Access (“Access Charge Docket”) to determine if
access charges currently in effect reflect cost of access.

By Procedural Order issued July 8, 2002, Staff’s Motion to Suspend the Procedural Schedule
in this matter was granted.

A procedural conference was conducted in the Access Charge Docket on October 14, 2003.
As a result of discussions during that conference, parties were directed to file briefs on the following
‘ssues: whether a fair value determination is required in this docket prior to ordering a reduction in
access charges; and whether consideration of Qwest Corporation’s (“Qwest’s”) éccess charges should
be bifurcated from a review of access charges for independent telephone companies.

In accordance with that directive, briefs were filed on November 3, 2003 by Qwest, Staff,
AT&T Communications of the Mountain States, Inc. (*AT&T”), the Residential Utility Consumer
Office (“RUCQ”), Sprint Communications Company, LLC (“Sprint”), WorldCom, Inc., on behalf of
its operating subsidiaries (“MCI”), Cox Arizona Telecom, LLC (“Cox”), Eschelon Telecom of
Arizona, Inc. (“Eschelon”), and the Arizona Local Exchange Carriers Association (“ALECA”)l.

Eschelon also filed an application to intervene on November 3, 2003.

" ALECA represents most of the independent local exchange carriers in Arizona.
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Fair Value Requirement

All parties appear to agree that the Commission may not simply reduce access charges in the
Access Charge Docket outside of a fair value determination case or without a corresponding revenue
neutral adjustment. The parties generally agree that, absent the presence of an emergency that
requires interim rates or an existing adjustor mechanism, the Arizona Constitution and various court
decisions require the Commission to make a fair value finding when establishing rates. In Scates v.
Arizona Corporation Comm’n, 118 Ariz. 531, 573 P.2d 612 (App. 1978), the Arizona Court of
Appeals reversed a Commission Decision that increased charges for installation, moving and
changing telephone service. The Court held that, pursuant to Article XV, §§ 3 and 14 of the Arizona
Constitution, the Commission was required to determine the fair value of the company’s rate base
and to consider the effect of the increase on the company’s rate of return prior to adjusting rates. See
also, Simms v. Round Valley Light & Power Co., 80 Ariz. 145, 294 P.2d 378 (1956). Subsequently,
the Arizona Supreme Court clarified that although the Commission is not necessarily required to use
fair value as the sole basis for setting rates, the Commission must make a fair value determination of
the company’s property as part of its rate setting authority under the Arizona Constitution. U.S. West
Communications, Inc. v. Arizona Corporation Comm'n, 201 Ariz. 242, 34 P.3d 351 (2001).

With the exception of RUCO, the parties suggest that the relevant court decisions do not
preclude the Commission from adjusting access rates outside of a full rate case, as long as the process
employed by the Commission does not affect Qwest’s revenues or ultimate rate of return®. Qwest
contends that any additional access charge reductions (beyond the $15 million required under
Qwest’s current price cap plan) must be accomplished in a revenue-neutral manner, or within the
context of a rate proceeding (such as the adoption of a revised price cap plan).

Alternatively, Qwest asserts that the Commission could reduce access charges to interstate
levels in conjunction with implementation of an end-user charge to offset the revenue loss from the
access charge reduction. Another alternative suggested by Qwest is to use the Access Charge Docket

to identify issues relevant to access reform, including an analysis of current access rates of all parties,

* RUCO argues that even if the result of a rate “rebalancing” is revenue neutral, Article XV, § 14 of the Arizona
Constitution requires that any adjustment of rates and charges must be set with the assistance of a fair value
determination.
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and to develop policies and procedures that can be implemented through rate proceedings to
effectuate the rate changes.

Bifurcation of Qwest and Independent Telephone Companies

Staff, the CLECs, and ALECA request that the Access Charge Docket be separated into two
phases. Staff contends that the Commission requested expedited consideration of Qwest’s access
charges during the Commission’s deliberations concerning Qwest’s 271 application and that there are
significant differences between Qwest and the independent telephone companies (e.g., access charges
comprise a significantly larger percentage of the independents’ revenues; Qwest has requested a
review of its current price cap plan under which access charges have been reduced pursuant to
settlement; and new issues and policy concerns unique to the independent companies will likely
arise). WorldCom also points out that the vast majority of traffic for interexchange carriers is
handled by Qwest. ALECA agrees that bifurcation is appropriate for many of the same reasons.
ALECA also claims that consideration of the independent companies’ access charges with Qwest
would result in unnecessary costs to the smaller companies and would likely delay a determination of
Qwest’s access rates.

Qwest and RUCO believe that the Access Charge Docket should not be bifurcated. Qwest
contends that this case should remain a generic docket because the issues facing Qwest and the
independent telephone companies are similar in nature. Qwest asserts that separation into two phases
will result in a wasteful duplication of effort and inconsistency between the treatment afforded to
Qwest and other carriers. RUCO agrees with Qwest’s position and, in addition, claims that
bifurcation will result in inefficiencies because parties may end up with different positions in the two
phases depending on whether they are buyers or sellers of access charges.

Conclusion

The general consensus of all parties is that access charges may not be reduced outside the
context of a rate setting proceeding unless, at a minimum, a revenue-neutral mechanism is developed.
Due¢ to these limitations, and because Qwest has requested a review of its current rate cap plan In
Docket No. T-01051B-03-0454, it is appropriate to consider Qwest’s access charges in conjunction

with 1its rate cap review, where all of Qwest’s rates will be analyzed. However, the independent
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telephone company access charges must be considered separately because there are no existing price
cap plans or rate cases currently pending for those entities.

Accordingly, the Access Charge Docket will be bifurcated into two phases. Phase I will
address Qwest’s access charges in combination with the review of Qwest’s price cap plan. Phase II
will consider access charges for all other telephone carriers that provide access services. A
subsequent Procedural Order will be issued scheduling testimony and hearing dates for both phases
of the proceeding.

IT IS THEREFORE ORDERED that the Access Charge Docket will be bifurcated into two
phases.

IT IS FURTHER ORDERED that Phase I of the Access Charge Docket will address Qwest’s
access charges in conjunction with the review of Qwest’s current price cap plan in Docket No. T-
01051B-03-0454.

IT IS FURTHER ORDERED that Phase II of the Access Charge Docket will consider access
charges for all other telephone carriers that provide access services.

IT IS FURTHER ORDERED that Eschelon Telecom of Arizona, Inc.’s application for
intervention is granted.

IT IS FURTHER ORDERED that the Administrative Law Judge may rescind, alter, amend,
or waive any portion of this Procedural Order either by subsequent Procedural Order or by ruling at
hearing.

DATED this /7% day of November, 2003.

"Dl e

DWIGHT D. NODES -
ASSISTANT CHIEF ADMINISTRATIVE LAW JUDGE
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Copiesyof the foregoing mailed/delivered
this /“/Mday of November, 2003 to:

MARY B. TRIBBY

RICHARD S. WOLTERS

1875 LAWRENCE STREET, STE. 1575
DENVER, CO 80202

ATTORNEYS FOR AT&T COMMUNICATIONS

SCOTT WAKEFIELD, CHIEF COUNSEL
RUCO

2828 NORTH CENTRAL AVENUE, STE. 1200
PHOENIX, AZ 85004-1022

TIMOTHY BERG

THERESA DWYER

FENNEMORE CRAIG

3003 NORTH CENTRAL AVENUE, STE. 2600
PHOENIX, AZ 85012

RICHARD S. WOLTERS
1875 LAWRENCE STREET, SUITE 1503
DENVER, CO 80202

ACCIPITER COMMUNICATIONS INCORPORATED
2238 WEST LONE CACTUS DR., SUITE 100
PHOENIX, AZ 85027

ARIZONA TELEPHONE COMPANY

PO BOX 5158

MADISON, WI 353705-0158
CENTURYTEL OF THE OUTHWEST, INC.
CENTURYTEL

P O BOX 4065

MONROE LA 71211-4065

CITIZENS UTILITIES RURAL COMPANY, INC.

CITIZENS COMMUNICATIONS COMPANY OF ARIZONA
4 TRIAD CENTER, SUITE 200

SALT LAKE CITY, UT 84180

COPPER VALLEY TELEPHONE, INC.
PO BOX 970
WILLCOX AZ 85644-0000

MIDVALE TELEPHONE EXCHANGE
PO BOX 7
MIDVALE ID 83645-0000

NAVAJO COMMUNICATIONS COMPANY, INC.
4 TRIAD CENTER, SUITE 200 ’
SALT LAKE CITY, UT 84180

QWEST CORPORATION

3033 N 3RDSTREET ROOM 1010
PHOENIX AZ 85012
MANAGEMENT CONTACT:

RIO VIRGIN TELEPHONE COMPANY

RIO VIRGIN TELEPHONE & CABLEVISION
PO BOX 189

ESTACADA, OR 97023-0000

SAN CARLOS APACHE TELECOMMUNICATION UTILITY,
INC.

PO BOX 701,245 S HILL

GLOBE AZ 85502-0000
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SOUTH CENTRAL UTAH TELEPHONE ASSOCIATION, INC.
PO BOX 226
ESCALANTE UT 84726-0000

SOUTHWESTERN TELEPHONE CO, INC.
PO BOX 5158
MADISON, WI 53705-0158

TABLE TOP TELEPHONE COMPANY, INC.
600 N SECOND AVENUE

AJO, AZ 85321-0000

VALLEY TELEPHONE COOPERATIVE INC.
752 EMALLEY STREET P O BOX970
WILLCOX AZ 85644

VERIZON CALIFORNIA INC.
ONE VERIZON WAY - CA500GCF
THOUSAND OAKS CA 91362-3811

GREGORY HOFFMAN

AT&T COMMUNICATIONS OF THE MOUNTAIN STATES, INC.
795 FOLSOM STREET, ROOM 2159

SAN FRANCISCO, CA 94107-1243

BROOKS FIBER COMMUNICATIONS OF TUCSON, INC.
201 SPEAR STREET 9TH FLOOR
SAN FRANCISCO CA 94105-

CITIZENS LONG DISTANCE COMPANY
5600 HEADQUARTERS DRIVE
PLANO TX 75024-

CITIZENS TELECOMMUNICATIONS COMPANY OF ARIZONA
L.L.C.

4 TRIAD CENTER, STE. 200

SALT LAKE CITY UT 84180-

CITIZENS TELECOMMUNICATIONS COMPANY OF THE
WHITE MOUNTAINS INC

4 TRIAD CENTER, STE. 200

SALT LAKE CITY UT 84180

COMM SOUTH COMPANIES INC.
2909 N. BUCKNER BLVD., STE. 800
DALLAS TX 75228-0000

COVAD COMMUNICATIONS COMPANY
4250 BURTON DRIVE
SANTA CLARA CA 95054-0000

COX COMMUNICATIONS
20401 NORTH 29TH AVENUE
PHOENIX AZ 85027-0000

DIGITAL SERVICES CORPORATION
211 N. UNION ST, STE. 300
ALEXANDRIA VA 22314

E.SPIRE
131 NATIONAL BUSINESS PARKWAY, STE. 100
ANNAPOLIS JUNCTION MD 20701-0000

ELECTRIC LIGHTWAVE, INC.
4 TRIAD CENTER, STE. 200
SALT LAKE CITY UT 84180-
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ESCHELON TELECOM OF ARIZONA, INC.
730 SECOND AVENUE SOUTH  SUITE 1200
MINNEAPOLIS MN 55402-0000

GLOBAL CROSSING TELEMANAGEMENT, INC.
180 SOUTH CLINTON
ROCHESTER NY 14646-0000

INTERMEDIA COMMUNICATIONS INC
ONE INTERMEDIA WAY

TAMPA FL 33647-1752

JATO OPERATING CORP.

6200 SYRACUSE WAY, STE. 200
ENGLEWOOD CO 80111

LEVEL 3 COMMUNICATIONS, LLC
1025 ELDORADO BLVD.
BROOMFIELD CO 80021-

MAX-TEL COMMUNICATIONS, INC.
105 N. WICKHAM, P. 0. BOX 280
ALVORD TX 76225-0000

MCIMETRO
201 SPEAR STREET 9TH FLOOR
SAN FRANCISCO CA 94105

METROPOLITAN FIBER SYSTEMS OF ARIZONA, INC.
201 SPEAR STREET  9TH FLOOR
SAN FRANCISCO CA 54105

MOUNTAIN TELECOMMUNICATIONS, INC.
2540 E. 6TH STREET
TUCSON AZ 85716-0000

NORTH COUNTY COMMUNICATIONS CORPORATION
3802 ROSENCRANS, SUITE 485
SAN DIEGO CA 92110-0000

ONEPOINT COMMUNICATIONS
TWO CONWAY PARK, 150 FIELD DR., STE. 300
LAKE FOREST IL 60045-0000

RCN TELECOM SERVICES, INC.
105 CARNEGIE CENTER
PRINCETON NJ 08540-0000

REFLEX COMMUNICATIONS, INC.
83 SOUTH KING STREET, STE. 106
SEATTLE WA 98104

RHYTHM LINKS, INC.
9100 E. MINERAL CIRCLE
ENGLEWOOD CO 80112-0000

SPRINT COMMUNICATIONS COMPANY L. P.
6860 W. 115TH, MS:KSOPKDO0105
OVERLAND PARK KS 66211-

TCG PHOENIX
111 WEST MONROE STREET
PHOENIX AZ 85004-

STE. 1201

THE PHONE COMPANY/NETWORK SERVICES OF NEW HOPE
6805 ROUTE 202
NEW HOPE PA 18938-0000

VERIZON SELECT SERVICES, INC.
6665 N MACARTHUR BLVD, HQK02D84
[RVING TX 75035-0000
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WINSTAR WIRELESS OF ARIZONA, INC.
1577 SPRING HILL RD. 2ND FLOOR
VIENNA VA 22182-

XO ARIZONA, INC.
3930 E. WATKINS
PHOENIX AZ 85034-

STE 200

360NETWORKS (USA) INC.
12101 AIRPORT WAY
BROOMFIELD CO 80021

ALLCOM USA
2151 E. CONVENTION CNTR WAY, STE 207-A
ONTARIO CA 91764-4483

ALLIANCE GROUP SERVICES, INC.
1221 POST ROAD EAST
WESTPORT CT 06880-0000

AMERICAN TELEPHONE NETWORK, INC.
2313 6TH AVE SOUTH
BIRMINGHAM AL 35233-0000

ARCHTEL, INC,
1800 WEST PARK DRIVE SUITE 250
WESTBOROUGH MA 01581-0000

MCLEODUSA COMMUNICATIONS
400 S HIGHWAY 169, SUITE 750
MINNEAPOLIS, MN 55426

COMMUNIQUE TELECOMMUNICATIONS, INC.
4015 GUASTI ROAD
ONTARIO CA 91761-0000

ENHANCED COMMUNICATIONS NETWORK, INC.
37 WINTHROP PLACE
HAZLET NJ 07730-0000

ERNEST COMMUNICATIONS, INC.
6475 JIMMY CARTER BLVD SUITE 300
NORCROSS GA 30071-0000

GLOBAL CROSSING TELECOMMUNICATIONS, INC.
180 SOUTH CLINTON AVENUE
ROCHESTER NY 14646-0000

GST NET, INC.

4001 MAIN STREET

VANCOUVER WA 98663

1G2, INC.

80-02 KEW GARDEN ROAD SUITE 5000
KEW GARDENS NY 11415-0000

INDEPENDENT NETWORK SERVICES CORP. (FN)
2600 N CENTRAL AVE SUITE #1750
PHOENIX AZ 85004-0000

MAIN STREET TELEPHONE COMPANY
200 ITHAN CREEK AVENUE
VILLANOVA PA 19085-

MCI WORLDCOM NETWORK SERVICES, INC.
201 SPEAR STREET, 9TH FLOOR
SAN FRANCISCO CA 94105

NET-TEL CORPORATION
11921 FREEDOM DRIVE
RESTON VA 20190
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NEXTLINK LONG DISTANCE SERVICES, INC.
3930 E. WATKINS SUITE 200
PHOENIX AZ 85034

NORTH COUNTY COMMUNICATIONS CORPORATION
3802 ROSENCRANS SUITE 485
SAN DIEGO CA 92110-0000

ONE POINT COMMUNICATIONS
TWO CONWAY PARK SUITE 300
LAKE FOREST IL 60045

OPEX COMMUNICATIONS, INC.
500 EAST HIGGINS ROAD STE 200
ELK GROVE VILLAGE IL 60007-0000

PAC-WEST TELECOMM, INC.
1776 W. MARCH LANE #250
STOCKTON CA 95207

QWEST COMMUNICATIONS CORPORATION
555 17TH STREET
DENVER CO 80202-0000

SINGLE BILLING SERVICES, INC.
9550 FLAIR DRIVE STE 409
EL MONTE "CA 91731-0000

PECIAL ACCOUNTS BILLING GROUP, INC.
1523 WITHORN LANE
INVERNESS [L 60067-0000

TELIGENT SERVICES, INC.
8065 LEESBURG PIKE SUITE 400
VIENNA VA 22182-0000

TESS COMMUNICATIONS, INC.
12050 PECOS STREET, STE. 300
WESTMINSTER CO 80234

TOUCH AMERICA
130 N. MAIN STREET
BUTTE MT 59701

VYVX, LLC
ONE WILLIAMS CENTER, MD 29-1
TULSA OK 74172

WESTERN CLEC CORPORATION
3650 131ST AVE SE  SUITE 400
BELLEVUE WA 98006-0000

WILLIAMS LOCAL NETWORK, INC.
ONE WILLIAMS CENTER, MD 29-1
TULSA OK 74172

JOAN S. BURKE

ORBORN & MALEDON

2929 N. CENTRAL AVENUE, 21ST ST.
PHOENIX, AZ 85067-6379

MICHAEL PATTEN

ROSKA HEYMAN & DEWULF
400 E VAN BUREN SUITE 800
PHOENIX, AZ 85004

DARREN WEINGARD

SPRINT COMMUNICATIONS
1850 GATEWAY DR, 7TH FLOOR
SAN MATEO CALIFORNIA 94404

DOCKET NO. T-00000D-00-0672

MARK DINUNZIO

COX ARIZONA TELECOM LLC
20401 N 27™ AVENUE
PHOENIX AZ 85027

THOMAS H. CAMPBELL

LEWIS AND ROCA

40 N. CENTRAL AVENUE

PHOENIX, ARIZONA 85004

ATTORNEYS FOR TIME WARNER TELECOM OF ARIZONA,
LLC

BRIAN THOMAS

TIME WATER TELECOM, INC.
520 S W 6™ AVENUE, SUITE 300
PORTLAND, OREGON 97204

ERNEST G. JOHNSON, DIRECTOR
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION
1200 WEST WASHINGTON STREET
PHOENIX, AZ 85007

CHRISTOPHER KEMPLEY, CHIEF COUNSEL
ARIZONA CORPORATION COMMISSION
LEGAL DIVISION

1200 WEST WASHINGTON

PHOENIX, AZ 85007

Debbi Person
Secretary to Dwight D. Nodes




