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STATEMENT ANO FINDINGS OF FACT 

BY TH£ COMMISSION: 

The Corrrn1ss1on entered its initial Decision No. C87-1347 1n the 
above- captioned dockets on September 28, 1987. Case No. 6633 and 
Application No. 37367 together denominated as the private line case. 
Timely app li cations for rehearing, reargument, or reconsideration of 
Oec1s1on No. C87-1347 were filed by the Co1orado Office of Consumer 
Counsel (DCC), MC[ TelecoR111unications Corporation (MCI), and The Mountain 
States Telephone and Telegraph Company (Mountain Be ll) on October 19. 
1987. The Colorado Municipal League (CML) untimely f11ed an application 
for rehearing, reargument, or recons1derat1on on October 20, 1987, and 
f11ed a simultaneous mot i on for acceptance of 1ts late-filed 
application . The Conwniss1on finds that CML ' s motion for acceptance of a 
late-filed applicat ion does not set forth suff1c1ent grounds for its 
grant1ng. and, accordingly i ts mot1on for acceptance of a l ate-filed 
application w111 be denied, and 1ts app11cation for rehearing, 
reargument, or recons1deration will be dismissed as untimely . 



The basic thrust of the Commission 1 s initial decision of 
September 28 , 1987, as embodied in Decision No. C87-1347, will remain 
unaltered. However, certain requests for c.larificat1on will be granted 
.;n accordance with this decision and order . Certain other requests for 
modifi cation or change ~hich are not discussed in this decision and order 
means that the Conmission does not believe that those issues are germane 
to a final decision in the private line case. Ho,wever , our silence on 
those issues should not be construed as approval or di sapproval. 

Mounta in Bell has suggested c lari fication dealing with the issue 
of ~hether it has the burden of proving that the1r rates for private line 
services are reasonable 1n future rate cases. Mountain Bell also 
suggested that the conwnission confirm that its rates wi 11 be deemed 
reasonab le if they are established in compHance W'ith the standards set 
forth in the private line decision. For purposes of clarification, it 
should be noted that the Conm1ss1on has endorsed the concept of long-run 
incremental cost (LRIC) for establ1shing the min1muim or floor prices for 
both high-end {24 circu1ts and above) and low-end (23 circuits and below) 
private l1ne . Although the concept of LRIC was ;adopted for setting a 
floor, the Comniss 1on has not endorsed any particular LRlC method 
1nc1ud1n9 the LRIC method used by Mounta\n 8e11 in Invest1gation and 
Suspens1on Dock.et No. 1720. Accordingly, in any future proceeding in 
wh1ch Mountain Bell is the moving party, it would carry the burden that 
i t has used a valid LRlC 111ethod in establishing a \floor for private line 
prices . Of course, the Conwni ss ion cannot foreclose anyone from 
challeng\ng t he use of LRIC as a floor either in concept or as a method . 

Mountain Sell has a l so suggested that if the tariff rate for any 
private 11ne service i s lowered in any future proceeding. that the 
max1mum rate established in I~ 1720 remain unaffe!cted. The C01T1111ssion 
disagrees . The ConmlHion can foresee the possib1 l'Hy that technologica 1 
developments w1ll result in lower cost to Mounta i n Bell which would 
justify a lowered tariffed rate for private line st,rvices 1n the future. 
ff that does occur. we believe that the ne...,ly ,enacted tariffed rate 
should be the ceili ng above whkh Mountain Bel l wou ·ld not be permitted to 
charge for private line services. Conversely, H the tariff rate in the 
future were to go up. then the ce111ng rate for private llne services 
would also advance upward to be current with the new, higher tariffed 
rate . 

In connect1on w1th LR IC costing, Hounta1n Bell had indicated in 
1ts app11cat1on for rehearing, reargument, or recons1derat1on that 
although Mounta1n Be ll does not object to Staff review of tts LRIC prices 
as part of 1ts aud1t powers, Mounta1n Bell w111 not provide th1s 
information to customers or competitors even 1f 1t wou ld be subject to 
the nondisclosure agreement. Mounta1n Bell states that this information 
1s of such substant1al co1T111ercia l value to customers and competitors, who 
have no regulatory need to know it, that disclosure cannot be justified 
if Mountain Bell is- to remain competitive and viabl,e. In Finding of Fact 
Ho . 24 of Decision No. C87-1347, the following sentence appears : 

2 



,.. 

However, the LRIC prices will be available to Staff 
and parties to these proceedings who comply with 
previously issued protective orders . 

The ColMlission agrees that this sentence should be deleted from the 
private line decision s i nce there does not appear to be any 
justi f ication, on this record, for present parties in this docket to have 
access to this competitive information. Finding of Fact No . 24 already 
points out that the Comniss1on will use its audit powers to evaluate the 
rates derived using LRIC. However. 1t should be noted that the deletion 
of the Quoted sentence above from thh pr1vate 11ne decis~on does not 
mean that in a possible future proceeding, such as a complaint, a 
customer or competitor wou ld be denied access to Mountain Bell •s LRIC 
costing infonnat1on under the prov1s1ons of a protective order issued by 
the Co1T1T11ssion. However. there 1s no need, at this time, to anticipate 
pos sible future proceedings and, accordingly, the deletion of the quoted 
sentence from Finding of Fact No. 24 of the find ings ts appropriate . 

F1nd1ng of Fact No. 37 of the pdvate 11ne decis ion directs 
Mountain Sell to develop data which w111 reflect revenue, expenses, and 
investments assoc1ated wHh h1gh-end serv1ces. such as. but not l 1m1tect 
to, price 11st. quantities of services or products sold, income 
statements and balance sheets specif\c to high-end services . That 
f1nd1ng also directs Mountain Bell to make available these data on a 
quarterly basis beginning on March 1, 1988, fo r the period ending 
December 31, 1987, consistent with directives in Case No . 6634 to the 
extent it 1s completed . Mountain Sell has suggested that the data be 
prepared on an annual or semi-annual bas1s as opposed to a quarterly 
bas is, which 1t states is unduly burdensome. Mountain Bell also requests 
that the March 1, 1988, deadline be revised to May 31, 1988 . We agree 
that as long as data are prepared to reflect monthly figures, we have no 
objections to them be1ng presented on a semi-annual bas1s. and we have no 
objection to revising the March l. 1988, deadline to May 31, 1988 . 

Mountain Bell has also requested the Corrrniss1on to reconsider 
1ts dee 1 s 1on not to deregu 1ate high-end services, to reverse the 
reQu1rement to segregate revenues, investments. and expenses associated 
with high-end services until the serv1ces are deregulated , to delete any 
reQuirement that Hounta1n Bell be required to unbundle the price of each 
component of pacl<aged services to customers when regulated services are 
packaged with flexibly regulated or deregulated services, and that prices 
Within banded rates be established on a exchange- by-exchange basis, 
rather than on a state-wide basis. The · corrmission 1s not persuaded that 
any of these four latter requests of Mountain Bell should be adopted in 
the pr1vate l1ne decis1on. 

MCI has requested clar ifi cation as to whether the unbundling 
Provis1on in F1nd1ng of Fact No. 26 of 0ec1sion Ho. C87 -l347 applies 
solely to regulated serv1ces or also to deregulated services as wel 1. 
l he Cormdss1on will c larify Finding of Fact No. 26 to make clear that the 
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unbundling requ\rement for packaged services is to separately price each 
regulated service and to separate the pric i ng for private line or other 
regulated services from 1he totality of unregulated services . ln other 
words, the unregulated services must be separated from the regulated 
serv1 ces . The private 11ne and other regulated services must be 
separately priced, but the components which make up the bundle of 
unregulated servi ces need not be individually priced, although Mountain 
Bell is free to do so if it so desires. 

HCt also requests clarification as to whether or not the LRlC 
cost floor for contract- based prices 1s applicable to h1gh-end services 
as well as low- end services. We shall clarify F1nd1ng of Fact No. 28 to 
make clear that LRIC costing sets the floor for both high-end and low-end 
pr1vate 11ne servtces. F-lnd'\ng of Fact No. 21 1.J111 also be clarH1ed in 
this regard. Of course, future rate case 1nquiry may be made of LRIC 

1 cost1ng for both h1gh-end and low-end services in order to insure that 
there i s no cross subsidy flowing from regulated services to these 
m1n1mally regulated private line services . The segregation procedure 
w111 segregate out the revenue expenses and costs associated i.1ith the 
offering of private line services from the revenue expenses and costs 
associated wHh fully regulated serv1ces . Private line revenues will be 
below-the-line 1n a general rate. 

On the opposite end of the pole from Mountain Bell's suggestion 
that high end services be deregulated, is the OCC' s recorrmendation that 
the Conrnission should adopt a price ceiling for the high-end and 
1nterLATA private line markets. The Conm1ss1on 1s well aware of the fact 
that competit\on in the high-end markets is somewhat of a patchwork at 
the present time and that th1s market 1s in a period of transition . The 
Conm1ss1on, broke the h1gh-end market out of the overall private line 
market because the h1gh-end market conta1ns the greatest number of 
alternative prov1ders for consumers. Accordingly, the Co111T1iss1on 1s not 
persuaded that the regulatory scheme adopted for low-end ( 23 and below 
channels) services should be identic11lly adopted for h1gh-end serv1ces 
(24 and above channels). The OCC reconnends that Mountain Bell should be 
required to advise 1ts customers of the currently effective prices for 
its services . tt appears to the Co1T1T11ss1on that 1n competitive markets 
customers 'loiill not be kept in the dark as to what a provider's prices for 
its serv1ces are. We do not find that a specif1c Commission direct\ve in 
this regard is necessary. 

As 1°nd icated above, other proposa1s not spec Hi ca ll'y d 1 s cussed 
1n this decision are not adopted and silence concerning them should not 
be construed as either acceptance or rejection on the merits. 

THEREFORE THE COMM[SSION ORDERS TH~T: 

l. The motion for acceptance of late filed application filed by 
the Colorado Municipal League on October 20, 1987, is denied, and 1ts 
app11cation for rehearing, reargument, or reconsiderat ion. filed on 
October 20, 1987, 1s dismis sed as being untime ly filed. 
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2. The application for rehearing. reargument, or 
reconsideration directed to Dec i s ion No. C87-l347, and dated 
September 28, 1987, and fi l ed by The Mountain States Telephone and 
Telegraph Company on October 19. 1987. is granted in accordance with this 
Decision and Order, and otherwise is denied . 

3. The applicat,on for rehearing, reargument, or 
reconsideration directed to Dec.ision No. C87-l347. filed by MCI 
Telec0'1lllun1cat ions Cori:,orat1on on October 19, 1987. is granted in 
accordance with this Decision and Order, and otherwise is denied. 

4. The application for rehearing. reargument, or 
reconsideration directed to Deci sion No. C87-l347, filed by the Co lorado 
Off1ce of Consumer Co~nsel on October 16, 1987 , is granted 1n accordance 
with this Decision and Order, and othen,,ise 1s denied. 

5 . The follow1ng sentence 1s inserted after the third 
sentence of the second paragraph of f inding of Fa ct No. S of Oecislon 
No . C87-l347 , as amen~ed by Ordering Paragraph 9 above: 

Although the Comlssion endorses the concept of LRIC 
as a floor below which pr1 ces for private line 
services are not penni tted, the Corrmi ss ion 1 s not , by 
this Decision. endorsiog any particular LRlC method . 

6 . The third sentence in the second paragraph of Finding of 
Fact No. 21 of Decision No. C87-1347 1s modified to read as follows: 

The Corrrnission intends for Mountain Be11 to operate as 
if these h1gh-end private line servi ces were virtually 
deregulated, although Mountain Bel l 1s not permitted 
to set prices for these services below the cost floor 
as determined by long -run incremental costs (LRtC) . 

7. The following sentence appearing in Fi ndings of fact No. 24 
of Decision Ho . C87-1347 is de leted: 

However, the LRlC prices will be ava1 lable to Staf f 
and parties to those proceedings who comply with 
previously 1ssued protective orders. 

8. Finding of Fact No. 26 of Decision No . C87-1347 1s modified 
to read as follows: 

The Conmission wants customers to have maximum 
cho1ces. To foster th1s goal. Hounta1n Be ll should 
have packaging flex1b111ty, allowing 1t to package 1ts 
services and products to give customers additional 
choices . However, if Mountain Bell offers private 
l 1ne services together with other regu lated services 
or deregulated services, it shall unbundle the prices 



of each component of its private line services and 
other regulated se.rvices by stating these prices 
separately in order to allow competitors the abili ty 
to offer similar packages as wa s suggested by CML 
witness , Mrs . Rigg. Competitor s should be able t o use 
some of Mountain 8ell 1 s private line and other 
regulated services and products on an unbundled basis 
to complete their own package offerings as was 
discussed by Mountain Bell witness, Mrs. Sharp. 
Customer choices should not be limited to Mountain 
Bell packages , rather, customers must also be able to 
chose packages from other providers. Where a 
competitor offers only a portion of the Mountain Bell 
package, 1t must be able to complete a si.m1lar package
offer, using those Mountain Bell pr1vate line and 
other regulated services and products necessary at the 
unbundled pr ices, which should be reflected in tariffs 
for regulated services or on prke 11sts for flexibly 
or unregulated serv ices. ln other words. Mountain 
Bell s ha ll not use its abil ity to proy1de one-stop 
shopping to a customer, to the disadvantage of a 
compet itor. It 1s the Conmission's understanding. 
although not part of the record in this proceeding. 
that th is approach corresponds with the open network 
architecture concept endorsed by US West before the 
federal Co,munications Corrmission. Although there 
should be a item-spec1f1c unbundling of private 11ne 
and other regulated s ervices and products from the 
unregulated products, it is not necessary for Mountain 
Bell to unbundle, on an item-specific basis, 1ts 
unregulated products and servi ces unless 1t chooses to 
do so. 

9. The first two sentences of f1nding of fact No . 28 as 
contained in Decisi on No. C87-l347 are modified to read as fol lo~s : 

In addition to the flexib i lity a llo~ed through the use 
of banded rates, Mountain Bell shall be permitted to 
enter into contracts with customers for both high-end 
and low- end pri vate l i ne services . like banded 
prk1ng, the floor for the pr1ces of services and 
products subject to a high-end or low-end contract 
sha ll be based on LRIC which, at least 1n theory, 
unambiguously prevents predatory pricing . 

10. The last two sentences appearing 1n the second paragraph of 
Find ing of fact No. 37 of Oec1sion No . C87 -13~7 beginn i ng with t he 
Phrase, •Mountain Bell should develop data wh i ch will reflect 
revenues ... • and conc lud i ng with the phrase•... to the extent H 
1s completed.• are modified to r ead as fo l lows : 
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~ountain Bell should develop monthly data wh1ch will 
ref l ect revenues. expenses. and investments associated 
with these high-end servi~es. such as. but not limited 
.to. price 11sts. Quantities of services or products 
so1d. income statements and ba1ance sheets specific to 
these high-end services. After May 31, 1988, these 
data should be made availab1e by Mountain Sell for 
Staff aud1t on a semi-annua1 bas1s, beginn1ng with the 
period ending December • 31, 1987, consistent with 
d1rect1ves 1n Case Ho. 6634 to the extent 1t is 
completed. 

11. Except as clar1fied or modified by th1s Dec1s1on and Order, 
Dec1s1on No. ceJ-1347, aatea September 28, 1987, 1s adoptea by tne 
Com1 ss ion. 

12. The 20-day t\me period provided by S 40-6-1\4(1), C.R.S., 
., ' . to f1le an application for rehear1ng, reargument, or reconsideration ., 

begins on the first day after the mailing or serving of this Decision and 
Order. 

13. ih1s Decision and Order shall be effect1ve November 25, 
1987. 

DON£ IN OPEN MEETIMG the 4th day of November 1987. 

THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

JEAvc:7231c:jkm 
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