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BEFORE THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON

COWM SSI ON
In the Matter of the Review of )
Unbundl ed Loop and Swit chi ng ) DOCKET NO. UT-023003
Rat es and Revi ew of the ) Volune 111

Deaver aged Zone Rate Structure. ) Pages 115 - 204

A prehearing conference in the above matter
was held on October 16, 2002, at 1:40 p.m, at 1300
Sout h Evergreen Park Drive Sout hwest, O ynpia,
Washi ngton, before Adm nistrative Law Judges LARRY BERG
and THEODORA MACE.

The parties were present as foll ows:

THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON
COWM SSI ON, by SHANNON E. SM TH, Assistant Attorney
Ceneral, 1400 South Evergreen Park Drive Sout hwest,
Post O fice Box 40128, d ynpia, Washington 98504.

QNEST CORPORATION, INC., by LISA A. ANDERL
and ADAM L. SHERR, Attorneys at Law, 1600 Seventh
Avenue, Suite 3206, Seattle, Washington 98191.

AT&T COVMUNI CATI ONS OF THE PACI FI C NORTHWEST,
I NC., XO WASHI NGTON, I NC., and PAC-WEST TELECOWM | NC.,
by GREGORY J. KOPTA, Attorney at Law, Davis Wi ght
Tremni ne, LLP, 1501 Fourth Avenue, Suite 2600, Seattle,
Washi ngton 98101.

VERI ZON NORTHWEST, |INC., by JEFF EDWARDS and
MEREDI TH M LES (via bridge line), Attorneys at Law,
Hunton and W lians, 951 East Byrd Street, Richnond,
Virginia 23219.

Kathryn T. W/l son, CCR
Court Reporter
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WORLDCOM | NC., by M CHEL SI NGER NELSON (vi a
bridge line), Senior Attorney, 707 17th Street, Suite
4200, Denver, Col orado 80202.

ESCHELON TELECOM OF WASHI NGTON, | NC., by
DENNI'S D. AHLERS (via bridge line), Senior Attorney,
730 Second Avenue South, Suite 1200, M nneapoli s,
M nnesota 55402.

COVAD COVMUNI CATI ONS COMPANY, by K. MEGAN
DOBERNECK (vi a bridge line), Senior Counsel, 7901 Lowy
Boul evard, Denver, Colorado 80230

TRACER, by LISA F. RACKNER (via bridge line),
Attorney at Law, Ater Wnne, LLP, 222 Sout hwest
Col unbi a, Suite 1800, Portland, Oregon 97201.

ALLEG ANCE TELECOM OF WASHI NGTON, | NC., by
DALE DI XON (via bridge line), Attorney at Law, Davis
Di xon Kirby, 519 Sout hwest Third Avenue, Suite 601,
Portland, Oregon 97204.
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PROCEEDI NGS

JUDGE BERG: We'Il be on the record. This is
a conbi ned prehearing conference in Docket Nos.

UT- 003013, Part E, and UT-023003. The UT-003013 nmy be
referred to as the Part E proceeding. The 023003
proceedi ng may be referred to as the new generic case.

Thi s prehearing conference is being conducted
for the Washington Utilities and Transportation
Conmi ssion at its offices in Oynpia, Washi ngton
Today's date is October 16th, 2002. These prehearing
conferences were originally separately noticed on
Sept enber 23rd for UT-023003 and Septemnmber 26th for the
Part E proceedi ng. Subsequently, a conbined notice of
preheari ng conference was served to parties on Cctober
the 7th. M nane is Larry Berg. |'mpresiding in
Docket UT-003013, Part E, along with the Comn ssi oners.
Also with me on the Bench is Judge Theo Mace. Judge
Mace and nyself will copreside with the Conm ssioners
in the new generic case.

At this time, we will take appearances of the
parties, and we will begin with parties who are present
in the hearing room and then |I'I|l assist parties on
the bridge line by cuing the parties, and we will begin
wi th Conmi ssion staff.

MS. SM TH. Shannon Snith, assistant attorney
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general, counsel for Comm ssion staff in Docket No.
023003. Al so counsel for Conmi ssion staff in both
dockets 023003 and the Part E proceedi ng, UT-003013, is
Mary Tennyson, senior assistant attorney general.
She's absent today, so |I'm appearing in both
proceedi ngs for Commi ssion staff.

MR, KOPTA: Gregory Kopta of the law firm
Davis Wight Tremaine, LLP, on behalf of AT&T, XO and
Pac- West in both dockets.

MS. ANDERL: Lisa Anderl and Adam Sherr,
i n-house counsel for Quwest.

JUDGE BERG. For Covad?

MS. DOBERNECK: Megan Doberneck on behal f of
Covad Commruni cati ons Conpany representing Covad in both
proceedi ngs.

JUDGE BERG. For Worl dConf?

MS. SINGER NELSON: M chel Singer Nel son
representing Worl dCom in both proceedings.

JUDGE BERG  For TRACER?

MS. RACKNER: Lisa Rackner with the law firm
of Ater Wnne. M address is 222 Sout hwest Colunbia --

JUDGE BERG | need you to speak up just a
little bit.

MS. RACKNER: Lisa Rackner with the law firm

of Ater Wnne. The address is 222 Sout hwest Col unbi a,
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Suite 1800, Portland, 97201. M phone nunber is (503)
226-1191. Fax is (503) 226-0079. M e-mmil address is
| fr @t erwnne.com

JUDCGE BERG.  For Verizon?

VMR. EDWARDS: This is Jeff Edwards of the |aw
firmof Hunton and WIlIlians representing Verizon
Nort hwest, and with ne here is Meredith M| es.

JUDGE BERG: M. Edwards, | did nmention it
earlier, but | do recall that although you' ve been
present at other hearings up to this point in tineg,

Ms. Jennifer McClellan was | ead counselor. For the
record, could | also have you enter your full contact
i nformati on?

MR, EDWARDS: Law firm again is Hunton,
H-u-n-t-o-n, and WIllians, 951 East Byrd Street,

Ri chmond, Virginia, 23219. Phone nunber is (804)
788-8721. Fax is (804) 788-8218, and e-nmil address is
j edwar ds@unt on. com

JUDGE BERG  Thank you, M. Edwards, and I'I|
just indicate that Verizon is a party in both
proceedi ngs. For Allegi ance Tel econ?

MR. DI XON: Dal e Di xon representing
Al | egi ance Tel ecom of WAshington in both dockets with
the law firmof Davis Dixon Kirby, LLP. M address is

519 Sout hwest Third Avenue, Suite 601, Portl and,
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Oregon, 97204. Tel ephone nunber is (503) 727-2500.
Fax is (503) 727-2501, and my e-nmil address is
ddi xon@lavi sdi xon. com

JUDGE BERG  For Eschel on Tel econf

MR. AHLERS: Dennis Ahlers on behal f of
Eschel on Tel ecom of Washington in these dockets.

JUDGE BERG And let nme just ask if there are
any other parties who |'ve either mssed or wish to
enter an appearance at this tinme? Let the record
reflect that there is no response.

M. Dixon, let ne just check with you, first
of all. Previously, and this is according to ny
records, Allegiance had entered an appearance in Docket
023003, but it wasn't clear to ne that All egi ance was
al so entering an appearance in the Part E proceeding.
Do you have a cl ear understandi ng whether your client
intends to participate in the Part E proceeding
regardi ng updated OSS transition costs for Qaest and
Verizon?

MR, DI XON: It was ny understanding that
Al | egi ance had previously filed petitions to be in both
of the dockets. | know specifically they will be
participating in the new generic case, and | need to
verify that they are going to participate in Part E

JUDGE BERG Woul d you pl ease check that, and
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if, in fact, your client also wishes to participate in
Part E as a party, notify the Conmi ssion by way of a
petition to intervene and we will address that at the
first avail able opportunity, and M. Ahlers, let ne
just say, | had the sane understanding with regards to
Eschel on, that Eschelon was a party to the 023003
proceedi ng but had not specifically sought to be
identified as a party in the Part E proceeding.

MR. AHLERS: | believe that's correct, and
wi || doubl e-check on that and we will file in the other
docket if we intend to participate also.

JUDGE BERG  Thank you, sir, and let ne
comment | know the matter is somewhat confusing by
havi ng a conbi ned preheari ng conference here this
afternoon. M. Kopta, | understand that you have a
petition to intervene to present?

MR. KOPTA: Yes, Your Honor. W had
i ntervened on behal f of Pac-West Tel ecommin Part E of
the existing docket at the tine that the Conm ssion had
issued its Part B order listing reciprocal conpensation
as one of the issues to be addressed in Part E. Since
that time, the Conmi ssion has noved that issue into the
new generic cost docket, and therefore, Pac-Wst woul d
nove at this tine to intervene in the new cost docket

on the sane basis in which it sought intervention in
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Part E of the existing cost docket.

JUDGE BERG Are there any parties that have
any objections?

M5. ANDERL: No objection from Qmest, Your
Honor. For clarification for purposes of keeping our
service lists accurate, | would ask whether there is a
wi t hdrawal of participation fromPart E then.

MR, KOPTA: It's ny understanding that
Pac- West doesn't plan to participate in Part E of the
exi sting docket.

JUDGE BERG M. Kopta, would you subnit a
letter to the Commission notifying themof that? It
wi |l assist our internal adm nistrative recordkeeping.

MR, KOPTA: Yes.

JUDGE BERG Any other parties on the bridge
line, any other objections to intervention of Pac-West
Tel ecomm Inc., in Docket 0230037 Hearing nothing, the
petition to intervene is granted. That wll be
reflected in a follow up prehearing conference order

MR, KOPTA: Thank you, Your Honor

JUDGE BERG Let ne indicate to parties that
t he Conmi ssion's Part B order on reconsideration
affirmed that petitions for increased total transition
cost recovery by Qwest and Verizon nust be supported by

a nonrecurring cost studies, including tinme and notion
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studies. Let ne just check with both Qwest and Veri zon
to see if there is any need to further clarify that
part of the Part B orders.

MS. ANDERL: Yes, Your Honor. This is Lisa
Ander| on behalf of Qwmest. That is not how we read the
order on reconsideration, and | apologize. | don't
have that with ne. | have been traveling, and so
don't have copies of all of the orders with nme that |
now wi sh | did.

In any event, when we read the order on
reconsi deration, the Conm ssion appeared to recite
Staff's position and then said kind of, We agree with
Staff. As we understood the way Staff's position had
been recited was that OSS transition costs, to the
extent we were going to ask for themin Part E, that
when we filed new nonrecurring costs, those new
nonrecurring costs had to be supported with tine and
noti on studies, but no order had ever identified which
nonrecurring costs were to have been included in
Part E, if any, and | believe that Verizon and Quest
both, although |I'm not representing Verizon, just
observing that neither party understood that any
nonreccurings were at issue in Part E and therefore did
not submt any nonrecurring cost studies, and absent a

nonrecurring cost study, there is nothing which could
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be supported by a tinme and notion study.

Qwest has probably close to 200 nonrecurring
rate el enents, and w thout sonme further definition as
to which nonreccurings, if any, were to have been
addressed, couldn't have conplied with that
requi renent, and indeed, had we understood that --
agai n, |'m apol ogi zi ng because | can't renmenber the
timng of how these things happened, but | don't
bel i eve we got the reconsideration order until after we
had filed our direct case, but when that
reconsi deration order canme out, | know that Qwmest read
it and said, Well, that confirns in our understanding
t he proceeding, which is Part Eis OSS transition costs
and the rest is pushed out.

There are no nonreccurings and there are no
time and notion studies in the Part E docket, and
that's where we are, and Your Honor, | want Verizon to
be able to talk to this as well, but if we end up today
or subsequent to today tal king about doing sonething
differently, there is kind of a I engthy discussion we
have to have with regard to the tine |lines necessary to
prepare time and notion studies and al so would like to
advi se the Bench of sone di scussions we've been having
anongst the parties on that subject as well

JUDGE BERG. W'l have that discussion
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today. M. Edwards?

MR, EDWARDS: Thank you, Judge Berg.
Verizon's understanding was certainly very sinmlar to
Qnest with respect to the anticipated scope of Phase E
and in fact, our understanding of the anticipated scope
of Phase E was confirmed by our filing, which addressed
the updated OSS transition costs which we thought
combi ned the scope of Phase E

It was not a question in my mnd about that
until, | believe, M. Singer Nelson sent around an
e-mai|l initially about perhaps there ought to be a
delay in the filing of response testinobny because Phase
B order and a requirenent to file tine and notion
studies. There was some comruni cati on anong counsel at
that time that certainly highlighted the fact that
there may have been sone di sagreenent or confusion
about that, and | think everybody checked the various
orders and found perhaps sonme inconsistency about when
NRC s woul d be addressed again. It was clearly our
understanding to the extent they were going to be
addressed they woul d be addressed in the new generic
cost docket.

It's a little unclear to ne, sort of
following along the Iines of Lisa, about actually what

Staff's recomendati on was in this regard about whet her
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the NRC s, and | use that termloosely. |I'mnot sure
exactly what subset of NRC s we are tal king about, but
what NRC s woul d be addressed and whet her they woul d be
addressed in the new generic docket at all. If, in
fact, Phase E is going to address NRC s or even sone
portion of the NRC s, then Verizon needs to informthe
Commi ssion that that will need to proceed on a nuch
di fferent schedul e than what we tal ked about
previously, and also it changes the scope of that
docket, at least in our contenplation, dramatically.
JUDGE BERG Other parties wish to state
t heir understandi ng of the Comri ssion's decisions in
the Part B order and the Part B reconsideration order?
MR. KOPTA: Yes, Your Honor. At a mninmm I
t hi nk we do have sone confusi on here about what the
Commission's intent was. | don't nean to directly
contradict Ms. Anderl's representation or take
advant age of the fact that she doesn't have all her
materials in front of her, but my recollection was that
Ms. MIlion in her direct testinony that was filed in
Part E had a rather sizable section devoted to whether
or not it was appropriate to file tine and notion
studi es and expl ai ni ng why Qnest believed that it was
not, so |l think it was nore than just the order on

reconsideration. It was actually the Part B order that
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raised this issue, and | think the Commi ssion did seem
to contenplate that there was a need for tine and
notion studies before it could review the transition
costs.

Certainly in our mnds, one of the issues on
cost recovery for these costs is whether they were
reasonably incurred and whether they actually
contribute to an inprovenent in order processing for
our whol esal e orders, and so we don't think that it's
i nappropriate at all, in fact, quite appropriate, to
see what kind of an inpact these OSS i nprovenents have
on the nonrecurring costs and the cost estinmates that
the i ncunbents have proposed, and therefore, we don't
see any reason why that shouldn't be an issue to be
addressed when | ooking at these transition costs.

JUDGE BERG  Anyone el se?

MS. SINGER NELSON: On behal f of WorldCom |
woul d agree with the coments made by M. Kopta, and
when you | ook at Paragraph 51 of the Conmi ssion's
Part B order, basically, it looks |ike the Com ssion
is saying, We will give you OSS start-up costs if you
show us that all the noney that you spent on OSS is,
for Qnest, anyway, was 157 mllion dollars, has sonehow
reduced the NRC s that you have previously charged the

CLEC s, so | agree.
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It seens to ne that until Qwest and Verizon
have filed tine and notion studies consistent with the
Commi ssion's order, we can't really assess the
reasonabl eness of the start-up costs because we don't
know whet her we've gotten anything fromthem spendi ng
all that noney to inprove their GOSS's.

JUDGE BERG Other parties, and then we will
cone back around.

MS. SM TH.  Shannon Smith wi th Comm ssion
staff, and it's Staff's position that the nonrecurring
costs and the acconpanying tinme and notion studies need
to be reviewed along with the OSS transition costs, and
to that extent, we agree with the comments nade by
M. Kopta and Ms. Singer Nel son.

JUDGE BERG Ms. Doberneck, any comment?

MS. DOBERNECK: | don't, Your Honor

JUDGE BERG Briefly, any response or
anything el se that you want to nmention, Ms. Anderl?

MS. ANDERL: Briefly, Your Honor. | think
there is a very legitimte di sagreenent here and room
for nore than one reasonable interpretation. | would
poi nt out Ms. Tennyson circulated to the parties a |list
of issues, and if she's accurately quoting the
Conmi ssion's orders, and | believe she is, she

references the reconsideration order at Paragraph 9
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wherein the Commi ssion stated: "Staff argued that
Par agraph 51 of the Part B order required Qwmest and

Verizon to file time and notion studies in the new

generic cost proceedings --" enphasis, added by ne
with respect to nonrecurring costs that are affected by
OSS-rel ated cost savings. |In the next paragraph of the
reconsi deration order, the Comm ssion says, "W agree
with Staff's interpretation of Paragraph 51," and then
there is some additional |anguage about OSS transition
costs intended to be filed in Part E

I think that as the parties read through
t hese, depending on what their view of the world is,
they are going to interpret things to say, Well, that
t he Comm ssion neant in the new generic proceeding is
where you | ook at those nonrecurring and time and
notion studies, and other parties are going to say, No,
there was enough di scussi on about the OSS transition
costs in Part E that those were all linked, but | did
want to point out that it does appear fromthe nost
recent gui dance that we have fromthe Conm ssion
| ooki ng at Paragraph 9 and 10 of the reconsideration
order, in nmy view directs the parties nmore definitively
towards the new generic proceeding as the place for the

time and notion studies to be fil ed.

JUDGE BERG. Here is how we are going to
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proceed. I|I'mgoing to provide the parties with a
perspective of what these orders say, and then on that
basis, we will continue in the exercise of identifying
a certain nonrecurring costs to be considered in

Part E, and we will set up a tentative schedul e.

Par agraph 51 of the Part B order says, "As
Qnest and Verizon update their OSS transition costs in
Part E, including nodifications to inplement |ine
sharing and line splitting, they nmust also file updated
nonrecurring cost studies supported by time and notion
studies that reflect decreased work tinmes that have
been achi eved through their increasingly nmechani zed
processes in the Part B reconsideration order."

At Paragraph 39, the Commi ssion descri bes
what it understands Conmi ssion staff's interpretation
of Paragraph 51 to be. Paragraph 39 says, "Staff
argued that Paragraph 51 of the Part B order required
Qnest and Verizon to file tinme and notion studies in
the new generic cost proceeding with respect to
recurring costs that are affected by OSS-rel ated cost
savi ngs. "

Par agr aph 40 picks up, "W agree with Staff's
interpretation of Paragraph 51. OQur Part B directive
to file tine and notion studies was nmade with respect

to the updated OSS transition costs Qaest and Verizon
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intended to file in Part EE" So I acknow edge that
there is sonme confusion that is generated or at |east
traces to the Commission's characterization of

Commi ssion staff's position and whether or not
nonrecurring costs will be addressed in Part E or in
the new generic cost case.

For purposes of the rest of this prehearing
conference, | want the parties to proceed on the basis
t hat what the Commi ssion seeks to achieve is to | ook at
the sane tinme at requests for updated OSS transition
costs and at the same tine |ook at nonrecurring costs
that should also or nay al so incur sone reduction
because of the increased nmechanization that's linked to
the increased transition cost investment.

So let ne say this another way: Cost and
transition costs go up. Cost and transaction costs go
down. So that's the assunption that we will proceed on
for the remai nder of this discussion, and we will seek
sonme further guidance fromthe Conmi ssioners as to
clarifying as a formal matter what the Comn ssion
intended with regards to these orders, and then parties
can take whatever procedural steps they need to protect
their interests, but for the purposes of this
prehearing conference on a going-forward basis at this

time, what we need to do is to identify the
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nonrecurring costs where parties would expect to see
some reduction in costs comensurate or at |east
related to the increased costs and transition cost
investments. After we conduct this exercise, we can
al so tal k about a schedule for Qwest and Verizon to
produce suppl enental direct testinony. Any questions
about how we are going to proceed?

MS. ANDERL: No, Your Honor.

M5. SINGER NELSON: | don't know if any of
the other parties are prepared for it, but I'mnot at
this point prepared to specifically list the NRC s that
are objected, and I would ask that as part of our
schedul i ng we maybe include a filing date for filing
our views on which NRC s should be affected by the OSS
transition costs that the ILECs have incurred. | think
my expert witnesses in this Part E could do that for
you. They've started | ooking at the cost studies and
they are famliar with the NRC s, but at this point,
I"munable to delineate that |ist today.

JUDGE BERG So we are tal king about going
beyond service order charges, service connection
charges, and di sconnect service order charges,

Ms. Singer Nel son?
MS. SINGER NELSON: | just don't know.

JUDGE BERG. One nonent, please, while |
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confer with Judge Mace.

(Di scussion off the record.)

JUDCGE BERG Let's ne al so hear from ot her
parties on this point, and let me just single a couple
of parties out. M. Kopta, do you have any
under standi ng of what NRC's would fit the scope of a
Part E proceedi ng based on the scenario that |'ve
provi ded parties?

MR. KOPTA: Not at this tinme, Your Honor. |
think one of the concerns that | have based on your
explanation is to the extent that the Conm ssion was
al so going to be | ooking at nonrecurring charges in
general for |oops and switching, for exanple, how much
sense it makes to try and divvy up the nonrecurring
charges and | ook at the OSS conponents and then | ook at
t he provisioning component, for exanple, in a different
proceedi ng.

So | thought that one of the things we night
want to tal k about here or subsequently is, in |light of
your explanation, how to better divide this, or whether
everyt hing shoul d be noved into the new generic cost
proceeding or howto do it froma procedural mechani sm
I think it does raise sonme of those efficiencies and
procedural issues that we probably ought to discuss.

JUDGE BERG So what | hear you saying is
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gi ven that one possible way to address the controversy
is to nmove the consideration of updated OSS transition
costs into the new generic cost proceedi ng?

MR. KOPTA: Yes, that's one alternative, and
I think that would allow for consideration of
nonrecurring costs and charges and OSS transition
charges together in one review as opposed to trying to
somehow bifurcate the consideration of nonrecurring
charges into the OSS portion and then the provisioning
portion.

JUDGE BERG: Let's do this. Let's set Part E
aside, and |I'm convinced that we are not going to be
able to proceed and set up any kind of tentative
schedul e for Part E, but let's go ahead and segue into
sonme di scussion regarding the new generic cost
proceedi ng, and then we can cone back to sone
consi deration of how to nanage all of these various
i ssues in a coherent fashion. M. Anderl?

MS. ANDERL: Thank you, Your Honor. A couple
of points | would like to nake, if | may be heard on
this issue. One is, | don't believe that the record
wi |l bear out the assumption that OSS transition cost
expendi tures al ways drive reduced nonrecurring charges,
because many of those expenditures enabl e access by

CLEC s and do not make anything faster than it was
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before or faster than it is on the retail side, so
can't accept the assunption that there is a direct
correlation there.

There is, however, a direct correlation
bet ween the OSS costs that we spend and enabling access
to the CLEC s on a nechani zed basis, so to the extent
that mechani zation is present and reflects efficiencies
that are tied to the OSS costs, | think the Comm ssion
has al ready gone a | ong ways to acconplishing sonething
that of nonrecurring by requiring Qwest to file in Part
B separated nonrecurring charges reflecting nanual
ordering and nmechani zed ordering. Those rates are due
to the Conmi ssion on November 7th. | am about to
raise, either nowor in witing later, a request for an
extension of that deadline because it's going to take
us a long tine to separate those out.

But I would like to point out, to |ayer on
yet another factor for consideration to juggle all of
these things, once we are able to conply with the
Commi ssion's Part B order that says, for every order
you not only have a new connect charge and a di sconnect
charge, within the new connect and the di sconnect, you
have a new connect manual and a new connect nechani zed,
a di sconnect manual and a di sconnect nechani zed, and

think that drives very nmuch towards reflecting
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efficiencies achieved by the nechani zati on associ at ed
with the OSS interface, so | would kind of like to
| ayer that on for consideration.

I would also like to suggest that we hold
open the thought of addressing the OSS transition costs
while the evidence is fresh on the record, and perhaps
t he Commi ssion could address the concerns about syncing
those up with its view of the nonrecurring charges
t hrough some sort of inplenentation order where the
Conmi ssion could establish a reasonable anpunt for
recovery but condition the ability to nake those
charges or postpone the inplenentation of those charges
to alater time. It seenms to me we've already got
information in the record on these two years worth of
0SS costs. Discovery is being done. W do have
heari ng dates reserved. Wether those are still viable
or not, | don't know, but | would sure hate to just
ki ck everything out together, because then we run into
some of the concerns |'ve raised in ny remarks, which
is that these dockets get too big to be nanageabl e.

JUDGE BERG Let nme stick with that point and
ask the CLEC s and Commission staff, if Comm ssion
staff is in a position, if they are accepting that
there is an issue as to whether or not there is a

rel ati onshi p between increased transition costs and
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decreased transaction costs, are the CLEC s or other
parties at any disadvantage if the Commi ssion proceeds
to consider transition costs on a different schedul e
then it would consider those other costs that night
show some reduction? M. Kopta?

MR. KOPTA: | believe we are because | think
one of the fundamental issues that the Conm ssion needs
to review in any kind of cost recovery is not only what
are the costs that were incurred but were they
reasonably incurred, and | don't think the Comm ssion
can | ook at whether the OSS transition costs were
reasonably incurred wi thout |ooking at what inpact it
had on the ability of Qaest and Verizon to process the
orders that have been submitted via OSS, so | think
those two things, as the Comm ssion it seens to nme has
al ready deternmned, are inextricably intertw ned and
need to be kept together

JUDCGE BERG  Anybody el se?

MS. SINGER NELSON: | would like to just add
tothat. | would agree with what M. Kopta said. An
exanple of that is there is a cost element in either

Qnest or Verizon's studies that said that it costs 14

mllion dollars, let's say, to increase flowthrough
Well, what we are going to have to do is evaluate
whet her that 14 million dollars, in fact, did increase
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flowthrough, so it goes to the reasonabl eness of the
cost in whether that expenditure of nobney actually
achieved its purpose, which would reflect in the NRC s.

So | think that as the Commi ssion has already
ruled, there is a direct Iink between the GSS
transition costs and NRC s, and if the Comm ssion
weren't going to examine these two things together in
one proceeding, | would suggest that we wait unti
after the NRC s are reexam ned before we evaluate the
0SS transition costs.

JUDGE BERG  Anybody el se?

M5. SMTH: This is Shannon Snith for
Conmi ssion staff. The Conmi ssion staff agrees with the
notion there is a link between the NRC s and the OSS
transition costs, and we can't really speak to whether
or not there would be prejudice in how those are
consi dered, but we do see sone efficiencies in
considering the OSS transition costs along with the
nonrecurring costs in the time and notion studies that
woul d be necessary as the Commi ssion has stated in its
earlier orders.

JUDGE BERG  Anyone el se? Let ne ask Quest
and Verizon how those conpani es woul d be di sadvant aged
by deferring consideration of updated OSS transition

costs until such time when related nonrecurring costs
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can al so be consi dered.

MS. ANDERL: Your Honor, | guess all | could
say is that the delayed or deferred recovery when Qnest
has already incurred the costs is sone neasure of
prejudice. W are |ooking at costs from 2000 and 2001
By the first quarter of 2003, we will have costs for
2002. That's already noney out of Qwest's pocket, and
the CLEC s are not contributing in any way towards
recovery of those costs until there is a Comm ssion
order affirm ng the anmobunt by which they have to
contribute, and so there is that.

There is also the fact that the docket is
al ready under way, and we believe that there are no
conpel ling reasons at this point to defer consideration
of testinobny that is prepared, evidence of actual costs
that is now ready to be heard.

JUDGE BERG Ms. Anderl, to the extent that
Qnest is allowed to recover its transition costs
through a nechanismthat applies on a per-service order
basis, do you know how far along Qwest is to recovering
the costs that have already been approved?

M5. ANDERL: No. But | do know that in our
petition for reconsideration of the Part A order asking
for a higher anpbunt than the $3.27, we did indicate

that on an estinmated service order basis it would be in
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excess of 20 years before we could totally recover
t hose costs.

JUDGE BERG | understand that the Conpany
may choose to raise that issue at sone tinme in the
future, but that's not at issue now. So ny concept is
t hat whatever would be done with regards to increasing
the total OSS transition cost recovery would still be
bound by the Conmi ssion's decision that those costs
woul d be recovered on a per |ocal service request
basis. |'mjust sort of ferreting out the idea that by
del ayi ng an increased total amunt that the Conpany
m ght be in some way deprived of use of npney or on
some other basis for the investments made, but its
going to have the wait, because it appears on the
current schene, at |least, we would have to wait
anyways.

M5. ANDERL: Your Honor, as | hope you know,
I"m al ways candid with the Bench, and in all candor
this isn't a pound-the-table issue for ne. | would
like to see it as perceived because | think we are
ready, and | do have continuing concerns about nushing
many, many issues together into one |arge docket
because many, many issues then get short shrifted, but
I think I'"I'l just rest with that.

JUDGE BERG | think the Bench shares your
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concern on the latter point, and because these issues
will be discussed with the Comm ssioners, who are al so
presiding in this proceeding, outside the hearing room
it's inmportant that | all the questions I can think of
to explore the relative nerits and weaknesses of the
positions that the parties are so adventuresonely
presenting on short notice, so | do appreciate the
candor, and | appreciate parties willing to think out

| oud, and my conments are not neant to be critical in
any way. It's just to try and push the analysis a
little further.

M. Edwards, let ne also ask you from your
perspective, is there anything you want to say in the
way of how Verizon would be prejudiced if, in fact, the
i ssue of OSS transition cost recovery was pushed out?

MR. EDWARDS: Like Ms. Anderl, 1'm not
poundi ng the table on this one. | don't think that
there would be a significant disadvantage if it's
pushed out. | don't think that there is a significant
di sadvantage to Verizon if OSS transition costs are
considered at the sane tine as NRC costs are al so
consi der ed.

We' ve al ready highlighted the fact there was
some confusion about where we were in Phase E, and that

was ny mmj or concern, about making sure the Conmi ssion
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under st ood that Verizon takes its responsibility
seriously about what is due and that there was a
legitimate belief on our part with respect to what
Phase E' s scope was, and now that we are past that, the
only concern that | have is that if it is pushed out
and NRC' s are to be considered at the sanme time as OSS
transition costs, either in a Pushed-out Phase E docket
or rolled together in the new generic cost docket, that
sufficient time be allowed to produce the cost studies
that have been requested.

JUDGE BERG We nmay have to rename the new
generic case and call it Godzil a.

Let me raise one other point, and this is for
Qnest and Verizon, if you can, if we were to think of
the nonrecurring costs that would be reviewed with
transition costs recovery to be transaction costs. In
ot her words, the transaction costs which are
nonrecurring costs of a sort, and I'mthinking in
particul ar of service order charges, service connection
charges, and di sconnect service charges. Ms. Anderl,
I'm seeing a signal that those are different than
transaction costs?

MS. ANDERL: | don't know what you mean, Your
Honor, when you say transaction costs are --

nonreccurings recover all of the one-tinme activities
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that it takes fromthe time a CLEC |l et's an order go
directly to us and up until when we provision the
circuit. A small portion of that is the costs
associated with the very first stage, which is either
the manual or the electronic ordering. It depends on
how the CLEC submits the order, via fax, which is the
manual method, or via one of the interconnect mediated
access interfaces, the I MA GU, graphical user
interface, or the IMA EDI, electronic data interchange
and we have work times nostly associated with that
front-end ordering process.

Most of those are captured in what's called
the interconnection service center costs. Then as the
order flows through the system depending on whether it
is an order that's processed and needs manual
i ntervention or processed electronically, we have
different work tine estimates for different work
groups. Say it's the high capacity | oop Your Honor
just dealt with in the Part D proceeding, there is
circuit design that is always a manual process in the
provi si oning of a high-capacity |oop, so that isn't
affected by the OSS transition costs at all

So when | ook at this issues list that says
service order charges, service connection charges, and

di sconnect service order charges, | guess in part |I'm
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ki nd of confused about what that means. Service order
charges | don't know, so nmy view of the world with
regard to OSS costs and nonrecurring costs is that
there is the $3.27 that we are allowed to charge per
service order for OSS cost recovery, and then there is
the nonrecurring charge for connection or new connect
service that is unique to the service that's ordered, a
| oop or a port or a high-capacity |oop, and each of

t hose nonrecurring charges is cal culated by taking the
time estimates for all the disparate work groups and
addi ng those together, and many of those work groups
that participate in the provisioning of an order have
nothing to do with the OSS transition costs and argue
it'"s really only the front-end order intake that's

af f ect ed.

There may be sonme UNE's or some services or
some systens further down the streamthat are inpacted
and certainly, that's what one of my w tnesses, such as
Renee Al bersheim would have to address if we go into
this in the docket, and I don't know if that cleared
t hi ngs up or not.

JUDGE BERG I n sone ways you did. In sone
ways you didn't, but nothing was unclear. It just
makes things nore difficult. Wiat | was trying to get

tois | understand there is a universe of many, many,
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many nonrecurring costs, and that an expansive view
woul d be that every nonrecurring cost that has ever
been identified in these proceedi ngs would in some way
be i nmpacted, potentially inpacted by increased

i nvestment in OSS, and what | was trying to do on the
ot her end was | ook at what would the mininumbe? What
woul d be the m nimum el enents that if the Commi ssion
was interested in investigating whether or not there
was sone comrensurate offset for inprovenents in COSS,
what woul d the m nimum class of nonrecurring costs be,
and that's why | was focusing on service order charges,
servi ce connection charges, disconnect service order
charges, and in ny mind, | was thinking about
transacti on costs.

What | hear you say is it's not that sinple,
but Iikewi se, if you have an opinion as to what a
m ni mum set of nonrecurring costs woul d be, somnething
you could comrent on now or subsequently, that would be
of interest.

MS. ANDERL: That is the concern we have had
with the Conmission's order is when the fol ks who work
on these issues get a decision like this and they cal
me up and say, "Every single nonrecurring charge,” and
| say, well, and we talk about it, and really the

concl usi ons that we've been able to reach and what |
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can share with you is that it is probably all the
nonrecurring charges, but it's probably only for the
nost part a sliver of those nonrecurring.

It's what happens right at the begi nning of
the service order process for each and every single one
of the nonrecurring charges, and that is the tine that
happens either at the interconnect service center or
one of the other service centers that takes the orders
and, of course, overlaid on that is this whole issue of
the six-mnute order processing tine that the
Conmi ssi on has already ordered Qunest to use to reflect
ef ficiencies that the Conm ssion perceive we should
reflect in our nonrecurring cost study.

So if I had to recommend a way to do it that
didn't cause this to mushroom | mght say that for the
nost part, the Conmi ssion would be safe in assum ng
that if it only looks at the el enent of each
nonrecurring charge that is the interconnect service
center piece, that's still a lot of nonrecurring
charges, and the Comm ssion may want to further |imt
it by saying that what really inpacts the CLEC s is the
services that they order the nost. What inpacts Quwest
is the services that are ordered the nost, so we really
ought to | ook at | oops and ports, and that's it. W

could certainly begin to conme to a nore narrow universe
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that woul d give the Commi ssi on an under st andi ng of
whet her a broader inquiry was warranted.

JUDGE BERG |If the Conm ssion were inclined
to pursue that nore Iinmted package, is it also
possible to say what a minimal time to conduct tinme and
noti on studi es would be?

MS. ANDERL: Yes. Would you like ne to do

t hat ?

JUDGE BERG Yes.

MS. ANDERL: Before | tell you the tine
estimate, | would like to say that the parties have

been di scussing, and | hope the parties don't object to
ny mentioning this, but have been discussing on the
front end whether we can reach an agreenent as to what
woul d constitute a properly conducted tinme and notion
study so we didn't spend the entire hearing arguing
about nmet hodol ogy, so I don't know when we can reach a
resolution on that. | think it would be in all the
parties' and the Conmission's best interest to do that
SO resources were not wasted to produce a product that
woul d subsequently deemto not have the type of val ue
t hat the Commi ssion thought it would.

We do believe that even the linmted scope of
time and notion studies would take four to five nobnths

to prepare sinply because these are not things that can
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be done quickly. They need to be done over tine to
accurately sanple and refl ect a whole universe of busy
days and sl ow days and hi gh-volune orders and different
people taking the orders. | don't think this is

anyt hing you could do even intensely, in a week or
sonmething like that. There is an anount of tine at the
front end to develop the tine and notion study, a fair
amount of observation time, and then discussions with
the people who performthe tasks to ascertain what the
correct probabilities are because, say, for a
particul ar order sonething m ght happen that the person
who is conducting the tinme and notion study woul d
record as a tinme elenent, this took five mnutes, but
woul d subsequently learn that doesn't happen with every
order, so you need to have a probability.

Al'l those things gets woven together in a
time and nmotion study. Depending on what the scope
was, | amtold by the people who woul d be responsible
for ensuring that these tinme and notion studi es happen
that they would |ike four to five nonths.

JUDGE BERG. Let me check in with
M. Edwards. | understand M. Edwards is at a slight
di sadvant age bei ng outside counsel, and we will also
take some comment from other parties. M. Edwards?

MR, EDWARDS: Thank you, Your Honor



0149

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Ms. Anderl covered a lot of ground. | have had

di scussions at | east on two separate occasions, the
nost recently being earlier today with our cost folKks,
with respect to trying to identify where it's possible
or is it possible to identify sone set of NRC s that be
woul d be directly linked to OSS transition costs.

Using the tariffs, can we define themas the
ordering costs? Can we define themst the ordering and
provi sioning NRC costs, and ny cost fol ks, like
Ms. Anderl, said, No, that doesn't really nake a | ot of
sense, because what are talking about really are
portions of costs that are rolled up into other NRC
costs in a lot of instances which then has a ripple
effect with respect to the total universe of NRC s that
are affected. It's not a disagreement necessarily with
a link in some instances, particularly on the front end
with respect to ordering, but the ripple effect sort of
cascades, if you will, through the renmai nder of the
NRC s so that nmy folks tell nme that there is really no
difference in time that would be required to address
service costs only, for exanple, as opposed to a ful
NRC cost st udy.

Second, | don't know from ny di scussi ons what
woul d be a minimal tine to conduct tine and notion

studies with respect to the NRC study. Frankly, we are
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still evaluating that, and we are evaluating the
Commi ssion's orders in that regard. Utimtely, I'm
not prepared today to say what the Conpany's position
on that is going to be.

Havi ng said that, the time period that we
woul d be looking at to do a conplete NRC study that |
think woul d be contenpl ated here would be at |east as
I ong as Qwest has said, and frankly, my cost folks tell
me midsunmer to conplete it and have it in a position
ready to file. That would also raise a separate issue
along the lines that M. Kopta had rai sed al so about
where we woul d be with respect to cost study for the
new generic docket. The time lines run roughly the
sane.

JUDGE BERG  Thank you, M. Edwards. |
presune that concluded your remarks?

MR. EDWARDS: Yes, sir. Thank you.

JUDGE BERG. M. Kopta?

MR, KOPTA: | don't think | disagree with
what M. Edwards or Ms. Anderl was saying. At |least as
| understand what they were saying, we've got pretty
much an i nterwoven set of costs and nonrecurring costs,
and it doesn't seemit would be terribly efficient to
pull sone of themout and link themwith OSS and take

the rest of themover into a different review, that it
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woul d end up duplicating a |ot of effort. It doesn't
seemto nake a whole | ot of sense. | understand why
you are trying to explore that, how can we nmeke this
ani mal work, but ny view, | think, is the sane as
theirs, that that doesn't seemto be terribly truthfu
to look at it that way.

One ot her possi bl e approach would be to link
the whole NRC's with the OSS transition costs as a
Part E and then do the recurring costs and that sort of
thing in the new generic proceeding. | just throw that
out thinking off the top of ny head w thout having
really consulted with nmy clients or any other party,
and since we are all trying to grapple this, how do we
meke a proceeding so it isn't just overwhel m ng, that
m ght be one possibility that we would want to
consi der.

JUDCGE BERG. That was al so a consideration we
had on the Bench, and Judge Mace will explore with the
parties and how that relates to the reconmendati ons
contained in the Part D order

MR. KOPTA: | will confirm as M. Anderl
represented, that the parties are in discussions in
terms of how we can limt the issues having to do with
time and notion studies, including whether we can agree

on how this can be conducted, whether we can narrow the
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uni verse down to those elenents that it nakes sense to
have tine and notion studies to support that tend to be
the big ticket or significant portions of the
nonrecurring costs.

I do think there are efforts going on that
the Commission is not directly overseeing, but the
parties certainly anticipate that the Conm ssion woul d
rather us work out as rmuch as we can before coming to
the Comm ssion. There are those efforts under way, and
I hope that we can at |east narrow things down, but as
far as the tinme frane, | think Ms. Anderl's
representati on was consistent with what they
represented to the parties is that it would take sone
significant amount of time to be able to do that, and
don't have any basis to disagree with that or agree
with it, for that matter, but agree that that is what
we have been discussing off-line, if you will.

JUDCGE BERG Ms. Singer Nelson, anything else
you want to add?

MS. SINGER NELSON: No thank you, Judge. |
don't have anything to add.

JUDGE BERG Ms. Doberneck? Ms. Doberneck
does not have anything else to add. Ms. Rackner, |'ve
been passing you over. Let nme just check and see if

there is anything you want to add to the di scussion
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MS. RACKNER: No, that's fine. |In general
we concur with Ms. Singer Nelson's comments and
M. Kopta's comments.

JUDGE BERG. One nonent everybody while
confer with Judge Mace.

(Di scussion off the record.)

JUDGE BERG  Thank you, everyone. That's
been very valuable. | appreciate the thought that
parties have put into sonme of these issues on their
own, and for the main monment, | think that concludes
our Part E specific discussion, and Judge Mace wil |l
| ead the discussion about sone parallel issues to be
addressed with regards to the new generic cost case.

Let ne just state for the record and for
ot her parties, there was a contact from Sinon ffitch,
Public Counsel. M. ffitch informed me that he
regrettably had an unavoi dable conflict and was unabl e
to be here today, but he will continue to represent
Public Counsel in the new generic case as we nove
forward.

JUDGE MACE: Thank you. Well, | was
intending to sort of divide this discussion up into two
categories. One is what issues would we talk about in
t he new cost docket, and then what would be the

process, structure, tinme for hearing that we woul d use
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to put a framework around those issues. So the first
thing was to go to the list of issues, and | recognize
there may be sonme problenms with coming up with the
definitive list of issues, but we have had circul ated
an issue list -- well, there was an Attachment A to the
prehearing conference order, and then Staff circul ated
a list of issues that included issues fromthe Part B
reconsi deration order, the Part B order, and issues
fromthe -- well, included the issues that were in
Attachnent A as well as the prehearing conference
order.

We've al so heard from Veri zon and Qwmest about
their approach to issues in the new generic cost case,
and what | propose to do is first ask Staff to
el aborate on their list of issues. | understand also
there is at | east one question anpngst those issues
that were listed that had to do with Page 4, paragraph
89 of the reconsideration order. Hear from Staff
first, then hear from Qwaest and Verizon about their
proposal about the list of issues or the approach to
the issues and then take comrents from the other
parties. Anybody have any problems with that or any
suggesti ons about how better to approach it.

MS. SMTH. | would suggest that Staff not go

first sinply because this list of issues was prepared
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by Mary Tennyson, who is counsel for Staff in the

Part B case, and she is nuch nore famliar with the
Part B issues and the Part B orders than | am | am
now just catching up on the Part B orders, so | would
file at a disadvantage if | went through the list that
she prepared, and we all have it, but | think the
comments nade by other parties mght be nore hel pful at
this point than if we began from Comnr ssion staff.

JUDGE MACE: Then we can go ahead and hear
from Verizon and Qunest about the e-mails they sent out
and then go fromthere. M. Anderl?

MS. ANDERL: Thank you, Your Honor. | think
this list is very helpful and | appreciate Staff put it
together. | didn't understand that it was necessarily
an advocacy piece, that Staff reconmends that these
i ssues all be addressed. | understood it to be a
conpi l ation for discussion purposes of the issues that
Staff believes the Comm ssion has identified through
its various orders.

M5. SMTH: That is correct. |It's not an
advocacy piece.

MS. ANDERL: So | have no reason to take
issue with any of these identified issues. | don't
think that there is anything in here that's incorrect,

ot her than the things that we've already discussed that
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are subject to nmultiple interpretations.
We do feel strongly that there ought to be a
nore |imted scope of the new generic docket, and

unl ess Your Honor has some questions about sone

specific things, | think we set forth the rationale for
that in the comments that were filed yesterday. It
does seem --

JUDGE MACE: Since we don't have those on the
record, | thought it would be helpful if you would at
| east outline those for the record.

MS. ANDERL: Sure. We do believe that the
scope of the docket as currently identified is too
broad. It appears as though the Attachnment A
identifies virtually all of the network el enents that
have been the subject of cost dockets to date, and
think all the parties recognize that -- | think in ny
comments | said it has been alnpst five years -- it's
frighteningly been six since the Conmi ssion first
noticed a generic docket in Novenber of 1996.

I don't know that it's realistic given this
Conmmi ssion's very detail ed exani nation of the cost
i ssues, which is frankly at a nmuch nore granul ar |eve
than other state conmm ssions sonetines do, that it is
realistic to expect that the Conm ssion could get the

| evel of analysis and depth of exploration of the



0157

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

i ssues and the various conpeting cost studies for al
of these network elenents in any sort of a reasonable
time frame designed to inplenment rates so that the
evi dence upon which those rates were based is stil
fresh.

As | noted in our comments, we have been able
to determine that there are certain issues that are
ki nd of hot buttons for various parties, and Staff's
issue is certainly deaveraging the |oop rate, | ooking
at the five zones that currently exi st and maybe
reeval uating everything, | guess, whether there should
be five zones or nore or | ess and whether there ought
to be loop Iength considerations thrown into the
deaveragi ng equation. W don't object to having those
i ssues addressed and think it may be appropriate to
have those issues addressed in the new generic docket.

I would like to note so it is clear, we
originally agreed to the scope of the new generic case
to include costs and prices for the two- and four-wire
| oops and sone of the other elenments we now think now
ought to be excluded. An intervening factor in that
has been that Qwest had voluntarily reduced its | oop
rate by alnost four dollars in the State of WAshi ngton
froma statew de arrange of $18.16 to a statew de

arrange of $14.56 or $14.01, depending on whether the
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|l oop is purchased with or without a port, and that just
happened in June and July of this year

| recognize that parties nay well cone back
and say, "Well, that doesn't nmean anything. W didn't
get to participate in that, and we would like to
recommend to the Conmission that the | oop rate should
be eight or nine dollars." | recognize that that may
wel | be coming. However, we think the reduced | oop
rate benchmarked off the Col orado proceedi ng, which was
hel d very recently, and rates which we believe will be
acceptable to the FCC as TELRIC rates as they consider
our 271 application, are rates that ought to enjoy sone
continued life for some period of tinme in the state and
are reasonabl e as established. Therefore, we think
that if you are | ooking at where do you direct your
resources, the place to direct the resources may be on
t he deaveraged zones, which was something that was done
a longer tinme ago and seens to be of greater interest
to the parties.

There are other issues that are related to
that. As | said loop-length data, consideration of
whet her other rates ought to be deaveraged, such as
switching. | think we've said on the record we don't
think they should be, but we don't object to parties

being able to explore that issue in the docket on the
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record, and there are other issues that are in this
list that have never been addressed in a cost docket,
and those could certainly be pulled into the new
generic proceeding as well. The daily record usage
file and the EICTITP i ssue are two that conme to mnd

| think when we | ook at this, we should
remenber that the Part B final order just cane out this
sumrer and the reconsideration order not |ong ago. The
Part D order is still an initial order and will be
potentially pending adm nistrative review while we go
through this next new generic docket. There are a | ot
of issues that were just decided in Part B or that will
be pending consideration in Part D that are also teed
up for consideration in the new generic docket, and
think it causes unnecessary overlap and potentia
confusion with regard to party position and the
i mpl enent ati on of various Conmmi ssion requirenents to be
kind of revisiting those things so soon after they were
just the subject of a docket.

JUDGE MACE: Excuse ne for interrupting. In
the meno, Part D issues that are pending, you listed a
few, and you put down "etcetera," and you nentioned the
Part B issues as well, and while that may be
sel f-evident, | wonder if you actually did have other

items in mnd that enconpass the "etcetera."
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MS. ANDERL: | think that Part D, dark fiber
was addressed in Part D as well, and if | had said dark
fi ber and had added the hot cut coordinated conversion
then | probably woul dn't have needed the "etcetera,"
and in Part B -- and with a ot of these, it's both
recurring and nonreccurings, and those are two entirely
separate cost studies for Qwest, the nonrecurring as a
st and- al one cost study that enconpasses all of the
nonreccurings or as many of themas are identified as
i ssues, and then the nonthly recurring charges are a
whol e set of nodels, but it does appear fromthe issues
list here that it is contenplated that both recurring
and nonrecurring be considered for those rate el enents.

What was just addressed in the Part B order

were the high-capacity | oops both nonrecurring and

recurring. | think subl oops were addressed to sone
extent in Part B. | don't think there was any
switching. | don't think there was any shared

transport. That's probably it. There were a |ot of
ot her issues too.
JUDGE MACE: Thank you. Anything el se?
MS. ANDERL: No.
JUDGE BERG M. Edwards?
MR, EDWARDS: Thank you, Your Honor. Like

Ms. Anderl, | have no reason to raise a question
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regarding Ms. Tennyson's |list. W have been relying
mai nly on the Attachnment A to the prehearing conference
order as the scope of the issues in the new generic
docket and then as supplenmented into subsequent orders
t hat have been issued, and | think Ms. Tennyson has
probably captured those. | have not gone back and
checked each, but it seens that when | glanced at it,
that's exactly done.

Second, | read Ms. Anderl's filing yesterday.
Verizon really does not have a position, | think, on
that same issue one way or the other. W are in a
little bit different position than Qwest with respect
to the scope of the Phase D docket. For exanple, nmany
nmore issues as to Quest were dealt with as opposed to
Verizon. Qur loop rate in Washington is what was set
in the nost recent order that addressed that issue, so
our positionis alittle different than that.

There is no question that the contenplated
scope of this docket is large and is getting | arger
before we discuss matters today, but | recognize that
the nunber of issues that the Conmmi ssion nmay want to
address are many, which would just require sufficient
time to prepare the case for filing and sufficient tine
to address it.

JUDGE MACE: M. Edwards, | wonder if you
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woul d address a small issue that appears in the |ist at
one place. It has to do with the question of
intrabuilding riser cables. There is a question

whet her that would be addressed in 011219 or in the new
cost docket, and I'm wondering if you can give us sone

i ndi cati on where you think that woul d be best

addr essed.

MR. EDWARDS: | don't know the answer to
that, Judge Mace. |[If | could take that question back
I will do that.

JUDGE MACE: Let ne ask the other parties
whet her they have any comments on the Staff |ist or
Qnest's or Verizon's input, and let nme ask first
Ms. Rackner? M. Kopta.

MR. KOPTA: Followi ng protocol, not neaning

to trunp Ms. Rackner, I'mafraid we disagree with Qnest
on the scope of the proceeding. |If the Comm ssion will
recall, this new docket was set up specifically in

response to a request that Worl dCom nade, and

Ms. Singer Nelson can el aborate on this, to review the
Commi ssion's prior determination with respect to | oop

and switching costs, and | don't see the need that the
Commi ssi on recogni zed when it established this docket

has changed.

Certainly, as M. Edwards acknow edges,
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Verizon is not in a position of having any costs or
prices that are any different than what the Comm ssion
has established, and npst certainly, we are glad to pay
| ower | oop rates than what the Commi ssion established
sonetinme ago for Qwest, and that does not really get at
the i ssue of what the appropriate loop rate should be.
As Ms. Anderl predicted, we certainly do not believe
that $14 is the appropriate | oop rate and woul d be
i ntroduci ng evidence to support our position

We realize that there are a | ot of issues,
but many of those issues arose because of concerns that
we've had with the way that things have progressed in
the prior cost docket, recognizing that things happen
and we deal with what happened in the past as we sit
here today, but one of the real concerns that we have
had consistently is that facilities that are used for
nore than one el enment should be, the cost of those
facilities should be estimted consistently, and
unfortunately, when you break elenents into diffuse
parts and/or different phases and | ook at them
individually in different phases, it's sonetinmes hard
to be able to acconplish that, and | think the
Commi ssi on recogni zed that we had a concern al ong those
lines and has allowed us to explore that in the new

cost docket, and the last thing we want to do is
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replicate the sane kind of procedures that we had in
the past that seemto have led to this being an issue.

W are aware that it nakes for a | arge
proceedi ng, but there have been simlar |arge
proceedi ngs in Colorado and in Arizona and in
M nnesota, and they have been handl ed expeditiously and
in a reasonable amount of tine, a lot of issues on the
table, but it can be done, and we think the same thing
shoul d be done here in Washington. Certainly as | had
suggested before in the context of the existing cost
docket, there may be sonmeway to split it in tw so
that, for exanple, you do the nonrecurring costs and
the OSS transition cost recovery together separately
fromall of the other issues, but in that case, we
aren't dealing with any overlap between el enents. In
ot her words, dealing with two-wire |oops in one
proceedi ng and then high-capacity |oops in a separate
pr oceedi ng.

We believe a ot of common facilities need to
be exam ned at the sane tine, so therefore, it's
i mportant that all the | oops be considered in the sane
proceeding, simlar with switching and ports and shared
transport, the other elenents that are on the table for
consideration in the new cost docket, and as | say, |

realize that that's a rather |arge nmouthful, but I
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think that it's inportant that we consider all of those
i ssues together with respect to specifically to Quest's
proposal that we, for exanple, |ook at geographic
deaveraging. | think that that's hard to do again
outsi de the context of how you establish the costs of a
| oop. What nodel do you use, how you estinmate costs
according to wire centers.

I'"'mnot sure how Qwest has benchmarked its
Washi ngton rates to the rates that were established in
Colorado. |I'mnot aware that this Conm ssion has
establ i shed anything other than what it has al ready
established with respect to estimating the cost of a
| oop, and if we have to get into how does one estimate
the cost of a |loop on a wire center basis using the
nunbers that Qmest has, then all of a sudden backing
into an established nunmber in trying to cone up with a
net hodol ogy that does that, and then when we reconsider
| oop at some future unspecified date, we have to do it
all over again, and that's what we are trying to avoid
here. Let's do it all in one proceeding where we can
ook at all the interrelated issues together and not
separate them out, and while that m ght be an
aggressive and anbitious undertaking, | think it's
doable and it's the best way to acconplish it. Thank

you.
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JUDGE MACE: Ms. Rackner?

MS. RACKNER: The only thing | would add to
M. Kopta's comments is that while what he's proposing
is a large docket, there truly are certain efficiencies
in considering all of these matters together, and
believe that ultinmately there will still be tinme saved
for the parties not having to go back and |l ook at this,
so I'min conplete agreenent.

JUDGE MACE: Ms. Singer Nelson?

MS. SINGER NELSON: | really don't have
anything to add. | would just agree with the coments
by M. Kopta and Ms. Rackner

JUDGE MACE: Thank you. Ms. Doberneck,
beli eve, was the individual not on the bridge.

Ms. Doberneck? | hear no response. M. Ahlers?
M. Di xon?

MR, DI XON: | don't have anything to add,
Your Honor. Thank you.

JUDGE BERG: Ms. Smith?

MS. SMTH.  Yes, very briefly. As M. Anderl
stated earlier, the list provided by Staff was a |ist
of what we identified, the issues that the Commi ssion
has identified need resolution, and because the
Conmi ssion has identified those issues as needing

resol ution, the Conm ssion staff doesn't think it's
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appropriate to take sonme of those issues off the table
entirely, and the Conmi ssion staff, we do believe that
t he Comnmi ssion needs to | ook at the |oop rates and
needs to | ook at deaveragi ng as the new generic case
originally was determi ned to consider, was initiated to
consi der those issues as well as the other issues that
t he Conmi ssion has identified for resolution.

And | would bring into these conments the
comments | made with respect to the Part E docket that
the NRC's and the OSS transition costs ought to be
consi dered together, and how the Comm ssion decides to
separate, to put those two issues |linked together into
what ever docket is sonething | don't believe we have a
position on, but we do believe those positions need to
be considered in conjunction.

JUDGE MACE: Anything else from Verizon or
Qnest ?

MS. ANDERL: No, Your Honor.

JUDGE MACE: M. Edwards, anything else?

MR. EDWARDS: No, Your Honor.

JUDGE MACE: Let's be off the record.

(Di scussion off the record.)

JUDGE MACE: | was conferring with Judge Berg
to make sure we had covered everything with regard to

the issues, and M. Edwards, | want to return to your



0168

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

e-mai | nmessage yesterday where you proposed that if the
new cost case addresses the loop rate, then it should
al so address the rate for EEL's, and also if it
addresses switching and transport rates, it should
address adjusted reci procal conpensation rate. Could
you el aborate on what you nean by the addition of those
two issues?

MR. EDWARDS: Yes. That's why | raised the
i ssue because | wanted to nake sure we got that on the
record. | heard fromny cost fol ks that said that the
| oop rates or sone portion of the |oop rates also feed
into the cost of the EEL rate so if the loop rate is
adj usted, then that adjustnent should flow through to
the EEL rate and wanted to make sure there ended up not
bei ng a di sconnect between the | oop and EEL rate.

Wth respect to the second issue, to the
extent switch and transport costs are addressed, those
costs also feed into the appropriate recip conp rate,
and so again, to alleviate a potential disconnect
between a revised switch and transport cost, the recip
conp rate should al so be addressed at the sane tine.

JUDGE MACE: Does any party want to conment
on that or have problens with that addition

MS. SMTH. We would object to the inclusion

of reciprocal conpensation or transport rates in the
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new generic proceedi ng.

JUDGE MACE: Wiy is that?

MS. SMTH. |If you give me a nmonment, |
probably can.

(Di scussion off the record.)

MS. SMTH. Thank you for the nonent, and
m sspoke. The Conmission staff is not opposed to
considering transport rates, but we are opposed to
consi dering reciprocal conpensation rates. |'mtold by
the Staff's expert in this matter that there isn't a
connection between the issues that have al ready been
identified in the new generic case with reciproca
conpensation, and | amled to believe, although I'm not
terribly famliar with the Part B case, that the
Conmi ssion made a simlar deternmination in the Part B
proceedi ng.

JUDGE MACE: Anyone el se want to conment on
this?

MR, KOPTA: Very briefly, Your Honor. |
think certainly with respect to the EEL's, that's
consi stent with what we have been saying, that any
facilities which are common to other elenents should be
considered at the sane tinme, and to the extent we are
going to be addressing transport, an EEL is a

conmbi nation of a |l oop and transport, and |I'm not aware
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that the rates are any different than a conbi nati on of
the recurring rates for a loop and a transport when
provi sioning an EEL, but to the extent that | oops and
transport are on the table, then EEL's shoul d be as
wel |

I know the Comm ssion has identified any
reci procal conpensation issue for consideration, and
know that in the |last order, the Conm ssion did
establish rates for reciprocal conpensation based on
unbundl ed switching and transport rates, but | don't
really have any position one way or the other about
whet her the Conmm ssion should limt reciproca
conpensation in this proceedi ng beyond the issue that
has already identified, but certainly be consistent.
If the Commi ssion were to change switching rates and
transport rates, then | would be hard-pressed to argue
that there shouldn't be some relationship with
reci procal conpensation based on what the Conmi ssion
had to date.

JUDGE MACE: Anyone el se? Anyone on the
bri dge? M. Edwards, did you have any thing further
about this?

MR, EDWARDS: Not hing further, Your Honor. |
think we stated our position. Frankly, | was surprised

there woul d be an objection to it, but | have nothing
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to add.

JUDGE MACE: The next thing | wanted to turn
tois actually to return to the list that appeared on
Attachnment A to the Third Supplenental Order. It has
to do with identification of issues regarding service
order charges, service connection charges, disconnect
service order charges, and apparently, there is some --
it appears that there is some question from Qamest about
what those actually mean, and since there has been sone
apparent nmagnitude of discussion about these in the
past in terns of adding themto this list in the first
pl ace, we have a concern that we know exactly what the
problemis with including those on the list or what
Qnest ' s understanding of themis

MS. ANDERL: Thank you, Your Honor. | guess
I didn't give as nuch thought to this as | should have
prior to today, but | did think that | wanted to seek
some clarification on this. | wasn't sure if these
were particular descriptors neant for Qmest or Verizon
or both.

| understand service order charges to be the
OSS cost recovery service order charges that the
Commi ssi on has authorized Qmvest and Verizon to inpose.
My recol |l ection of the docket to date and the history

of those dockets is that that is how that phrase is
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used, so if that is what it neans, | guess | would
qguestion whether that's appropriate in there, because
t hought as far as this proceeding is concerned, it
seenmed as that would be an issue that would be
addressed in Part E, so that probably doesn't bel ong
there if that's what that neans.

For service connection charges, |oop, ports,
and NID'S, nonrecurring NRC, | understood that to nmean
the nonrecurring installation or connection charge that
is the part of the nonrecurring charge that the
Commi ssion allows Qwest to recover when service is
first requested. Way back in the old docket, ol dest
docket, the Commi ssion ordered us to bifurcate our
nonreccurings to collect the costs associated with
connection up front and the costs associated with the
di sconnection when the service is actually
di sconnect ed.

That's different from how we recover costs on
the retail side, and we debated that issue.

Utimately, the Commission held firmin its decision on
that, so we have nonrecurring install and nonrecurring
di sconnect charges. There is potentially sone
confusion there because there is nore than one | abe
referring to those charges. As you have just heard ne

say, there is nonrecurring installation or nonrecurring
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connection or new connect. | mean the sane thing by
all of these phrases. So if the Commi ssion is |ooking
at | oop costs and ports and wanted to reevaluate the
nonrecurring charges associated with those, we thought
that that's appropriate in that that was what service
connection charges neant.

The di sconnect service order charges is kind
of a whole other animal. |If it just said service
di sconnect charges, and | think that's what it neans,
woul d understand that to nean just the other half of
the nonrecurring charge that you get to collect when
you di sconnect a service, but the use of the word

"service order"” in there makes it look like it's

associated with the OSS cost recovery. | think that
just may be an error. That's all | wanted to clarify
on those.

MR, KOPTA: If | might, | would just
interject that | think I share Ms. Anderl's puzzl enment
on those terms. M understanding and certainly our
proposal was that for each of the elenents that are
listed on that list, it would be both the recurring and
nonrecurring charges that the Comm ssion would be
review ng, and those itens that Ms. Anderl was
di scussing are subsets of the nonrecurring charges, at

| east as | understand it, maybe that Verizon has broken
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1 their NRC s into a service order charge and a service
2 provi si oning charge. M. Edwards can correct me if |I'm
3 wrong, but | think that only adds potential confusion
4 by listing those out separately. So | think from our
5 perspective, we would be just as happy to take those
6 off the list because we believe they are already

7 i ncl uded, and the Commi ssion would al ready be | ooking
8 at the nonrecurring charges of which they are a part.
9 JUDGE MACE: You are referring just to the
10 servi ce order charges.

11 MR. KOPTA: Yes.

12 JUDGE MACE: M. Edwards, did you have

13 anything to add to this discussion?

14 MR, EDWARDS: Only that | agree with both
15 Ms. Anderl and M. Kopta. | think M. Kopta stated it

16 very wel |

17 JUDGE MACE: Anyone el se want to address

18 this?

19 JUDGE BERG Let ne step in so | understand,
20 and | will say that certainly | was primrily

21 responsi bl e for producing Attachnent A. At the tine,
22 it was intended as a conpilation of the various

23 el ements proposed by the various parties that the

24 Conmi ssi on agreed to address, and certainly with

25 regards to service connection charges, it sounds
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correct that the disconnect should be the service

di sconnect charges, the other piece with the other side
of that coin, and those go together. Except that for
one we have | oops, ports, and NIDS identified, and the
ot her, we have | oops and ports identified, and again,
that may be a typo, but | wanted to bring that up

wi t hout having to -- | could go back and perform a
little archeol ogy and figure out where that |anguage
cane from but | thought I would check with the parties
again as to whether or not there is any basis for

di stingui shing one fromthe other based on | oops,

ports, and NIDS, and the other |oops and ports, and
then it sounded like | was hearing you say, M. Kopta,
is that there should also be a recurring cost
conponent ?

MR, KOPTA: What | believe | was saying is
that all the other elenents that are included on the
list, I'"massunming based on how the |ist was conpil ed
that those el enents would include both a recurring
charge and a nonrecurring charge. So for exanple, if
we order a loop from Qmest and the recurring charge is
$14 but we have to pay a nonrecurring charge of $50,
both of those conponent charges would be at issue in
the new proceedi ng, and when we subnmt our order and

pay our $50 for the loop, that includes the service
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order conponent of the nonrecurring charge, so ny
concern is that it may be that this term nol ogy has
been used in the past by the parties or whonever, and
we apologize if that ended up resulting in sone
confusion, but from our perspective, those really are
subsumed within the nonrecurring charges, and | think
it would be nore sinple and straightforward if we just
clarify that all the elements that are listed include
both recurring charges and nonrecurring charges.

JUDGE BERG All right, sir. | will state
that down at the bottom of Page 1 of 3 on that
Attachnent A, there is a reference to Paragraph 51
That was just a carryover, and unless Qaest or Verizon
was proposing to address OSS transition costs in both
Part E and the new generic case, that was a typo and
doesn't belong there. So that just taking the status
quo for now, that Paragraph 51 should be del et ed,
reference to Paragraph 51 should be deleted for Part E
i ssues to be addressed in the new generic case.

And then | wanted to just be really clear
about what to do about these three bullet points up
above under network elements. Under network el enents,
servi ce order charges for | oop ports and NIDS woul d be
associated with OSS transition costs and woul d not be a

separate network el enment to be investigated or reviewed
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in the new generic case separate from OSS, and | want
to see if that's what's being proposed, and |ikew se,
with regards to service connection charges, service

di sconnection charges, whether that |anguage should be
i npl emrented in those itens, |ikewi se, renmain on the
list, or do they cone off the list.

MS. SINGER NELSON: If | could just interject
for a mnute, as far as going back and tracing where
you got that |anguage to include in this list, those
three bullet points were taken directly out of Jennifer
McClellan's April 8th letter to Carol Washburn under a
headi ng of nonrecurring rates, so Ms. McClellan is the
attorney or Verizon is the party that worded it that
way and requested that those rates be reviewed in the
new generic cost case, if that helps at all

JUDGE BERG It does. Fromthat point, we
will move forward here, and since we have all the
parties at the table or at |east at the speaker phone,
let's clean this up so that any confusion, to get it
right, so that all parties agree what it should be, if
we can.

MR, KOPTA: | think that conports with mny
recol l ection that Verizon does have separate parts of
their nonrecurring charges that are called service

order charges, and that's where the term nology gets to
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be confusing, and that's why | thought it m ght be
sinmpler rather than using that terminology to be nore
generic and just say nonrecurring charges for |oops,
ports, NIDS, or even just listing the linmts.

Now, Ms. Anderl properly pointed out there
are a couple of bullet points that tal k about
coordi nated cuts that are sonewhat the flavor of
nonrecurring charges for | oops, but | think what we are
trying to do is make things sinple so we don't have
confusion, and if we take out specific references to
service orders, and M. Edwards can certainly chime in
if Verizon has sone concerns, but just using the
general term "nonrecurring charges,” | think we al
know what that neans.

JUDGE BERG Would that be acceptable to you,
M. Edwards?

MR. EDWARDS: Yes.

JUDGE BERG Ms. Anderl?

MS. ANDERL: Yes, Your Honor. If | could
just suggest that if we were to rewrite this list, at
the top I would say "network el ements (recurring and
nonrecurring unl ess otherw se noted)"”, and then | would
delete the bullet points that said "service order
charges, service connection charges, disconnect service

order charges." After "coordi nated conversi on and hot
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cut coordinated conversion,” | would put "NRC only,"
because there are no nonthly recurring charges

associ ated with those. Those are one-tinme activities,
and I don't frankly even know what the rate structure
is for the daily record usage file. | think it's a
nonrecurring only.

And then the EICT, and there is a typo there.
It's ITP, not TIP. "Interconnection tie pair" is what
it stands for, and | don't even think that that is a
cost or a pricing issue so nuch as an issue of
interpretation of prior Comm ssion orders and proper
application of rates, and the parties agreed in one of
the prior prehearing conferences that it could well be
the subject of a conplaint as easily as it could be in
the cost docket, but we would all just as soon handl e
it in the cost docket.

JUDGE BERG Let's just leave that. W will
correct the acronym and the parenthetical notation
there as to nean this is sonething of another ani mal
and then we will delete the three, service order
servi ce connection charges, disconnect service order
charges, references, bullet points, and we will add
another bullet point inits place, NRC s for |oops,
ports, and NIDS. |s that acceptable to all parties, or

do any parties have differences with that wording
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not ati on?

MR, KOPTA: | have to say that | think
Ms. Ander| captured it a bit nore accurately by saying
that the header should be that each of the elenents
listed would be both recurring and nonrecurring.

JUDGE BERG You are right. W certainly
have | oops and NIDS, and we have the basic anal og port.
Good.

MR. KOPTA: In addition, we have transport
and shared transport, so | wouldn't want to have any
m sinterpretation of the Iist of soneone thinking
sonmet hing is not included.

M5. ANDERL: That's right. There are
nonrecurring charges associated with the UDIT el enent
and switching that parties may wish to discuss if the
Commi ssi on does go ahead and decide to discuss the
i ssues this broadly, and we don't nean to foreclose
t hat .

JUDGE MACE: Thank you.

(Di scussion off the record.)

JUDGE MACE: | want to refer to Page 4 of the
list that Staff subnmitted at Paragraph 89 where the
reconsi deration order is discussed, and there is a
guestion asked there, and this is a little bit what |

al luded to when | asked you to address this initially,
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Ms. Smith, but | understand your position, but | did
want to bring it up.

In any event, there is a question. |Is this
for recurring charges for both conpanies? Now, ny
understanding is that AT&T raised this issue with
regard to Quwest, and we want to ask the question now,
does any party raise this question with regard to
Verizon and on what basis?

MR. KOPTA: Yes. W raise it in connection
both with Qwest and Verizon, and again, it was on the
basi s of consistency of how common facilities are
costed, and | believe in our brief, we did specifically
raise it with respect to both Qwest and Verizon, and if
I'"'mnot mistaken, | thought the Commi ssion all owed us
that opportunity in the new cost docket to explore that
issue with respect to both conpanies.

JUDGE MACE: Anyone el se want to address
t hi s? Not hi ng?

(Di scussion off the record.)

JUDGE MACE: | think the next thing we are
going to try to do is talk about scheduling to the
extent we can, but | think we need to have an
under st andi ng. We've tal ked about the possibility of
handl e nonrecurring charges in conjunction with OSS

matters and noving that off the plate for right now and
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tal ki ng about what issues are left -- to the extent
that this is what happens, what issues would be |eft
for the new generic case. Does this nean then that for
the new generic case, for exanple, and if |I'mreading
the notes correctly, the Attachment A that we were just
di scussing, the list of network elenents, is supposed
to be conposed of the investigation of both recurring
and nonrecurring charges. Does that nean that the
parties are suggesting that the exam nation of
nonrecurring charges for those el enents would be noved
off to be discussed with and investigated along with
the OSS costs?

MR. KOPTA: That was my suggestion as a
possi bility.

JUDGE BERG Let ne el aborate, we are just
| ooking to see if parties would address what the
rel ati ve advant ages and di sadvant ages woul d al so be of
consi dering nonrecurring costs separate fromrecurring
costs. Does the Commission's consideration of
recurring costs beconme any nore or less difficult from
havi ng nonrecurring costs separated?

MR. KOPTA: Let me tell you what ny thinking
was in making this suggestion. There were two
concerns. One is Qmest's stated concern that they are

concerned that the docket would just be unmanageabl e,
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that it would be too big, and I'mnot sure that's
necessarily the case, but this would be one way to
split it up in a way that made sense from our
perspective so that is doesn't raise the issue we are
nost concerned about, which is the issue of

consi stency.

The second is a nore practical concern, which
isin light of the parties' discussion on tinme and
notion studies, there will be some tinme before those
can be done. However, we agree on whatever we are able
to agree, | think everyone recognizes that that wll
take some tine, and we don't want to delay everything
just because it's going to take six nonths, four
nmont hs, however long it's going to take to conplete the
time and notion studies that Verizon and Qwest need to
undertake to support their nonrecurring cost estinmates.

So ny thought was that if you could separate
those out and do a separate track, then we could
proceed with the recurring charges for the other
el ements so we wouldn't be losing time waiting on this
one aspect that involved all the issues that the
Commi ssion wants to consider, but try and realize there
is a piece that mght logically be separated off and
one that would take |onger to prepare than the other

portion of the docket so that we could be working on
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things, not seriatim but at |east start working on the
recurring charge issues and then bring in the
nonrecurring in a different proceeding or different
phase.

JUDGE BERG |Is there anything about
recurring costs and nonrecurring costs that would
conpel themto be considered together, M. Kopta?

MR. KOPTA: M only concern is to the extent
which there is any dispute over whether a particul ar
cost attributable to an elenent may be recurring on
nonrecurring. |I'mnot aware as | sit here right now as
to those kinds of issues, disputes anong parties as to
whet her a particular cost is a recurring cost or a
nonrecurring cost, but that's the only thing that
i medi ately cones to ny mind why | think there m ght be
some concern why there mght be sonme need to address
t hem t oget her.

JUDCE BERG Other parties?

MS. ANDERL: | think the issues that
M. Kopta just raised, in other words, is that a
nonrecurring cost or recurring cost nost frequently
arrived at in connection with collocation issues, and
we don't have any of those under anybody's proposal for
any scope of the docket, so we can count our blessings

t here.
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The issue is whether if Qumest incurs an
expense in equi pment or other kind of hard assets for a
CLEC specifically, can Qwest recover that as a
nonrecurring cost item and there is sonme debate there.
These nonrecurring costs that we have before us on the
list, the issue is always just how much tinme does it
take to process the order. There are no equi pnent
costs or whatever associated with any of these
nonrecurrings, at least that |1'maware of, that there
woul d be a debate whether you ought to recover that
cost over time or up front.

So then to nore directly answer your
question, | don't think there are any particul ar
efficiencies with considering themtogether
nonrecurring and recurring, other than a fairly snal
efficiency, which is that in each docket, you have to
descri be the network el enents that you are | ooking at,
and if you describe the network el ement once and say,
We are going to | ook at those recurring and
nonrecurring costs associated with this elenment, you've
gotten a little bit of efficiency there. |n other
words, you don't have to describe what a port is twce,
but I don't think that should be dispositive.

JUDGE BERG Any ot her coments? M. Smith?

MS. SMTH.  Yes, Your Honor. Thank you. W
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don't see any efficiencies gained by considering the
recurring and the nonrecurring costs together or
necessarily separate.

JUDGE BERG Any differing opinions from any
party on the bridge |ine?

JUDGE MACE: | just wanted to raise one nore
issue, and | think Staff raised this earlier. There
are some nonrecurring costs that seemto have been
referred to the new generic case fromthe Part B
orders. |'mjust |ooking at one at Paragraph 125.
It's the reconsideration of the six-mnute
assunption -- I"'mjust |looking at the titles of the
these, and | just wanted to make sure that we are
tal ki ng about the possibility of elimnating any of the
nonrecurring rate issues fromthe new generic case
under this scenario that AT&T is tal king about,
including these items that came fromearlier orders.
That's your understandi ng of what you are suggesting
here; is that right, M. Kopta?

MR, KOPTA: My understandi ng of what | threw
out as an off-the-top-of-ny-head suggestion, and
hopefully, ny client doesn't take ne to task for doing
so, is that all nonrecurring charge issues would be
conmbined with OSS transition cost recovery in a

di screet proceeding and that the other issues, the
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recurring issues and other things on the list to
Attachnment A would be considered in their own
proceedi ng.

MR. EDWARDS: On the issue of efficiencies, |
understood M. Kopta's suggestion to be that the NRC s
in total would be addressed separately in a docket,
Phase E docket, | guess, with the OSS transition costs.
The only efficiency that | see is that one of the
things that this prehearing conference has shown is
that when we try to parse issues that sonetines don't
| end thensel ves to parsing, reasonabl e people reach
di fferent decisions regarding what issue is where in
terms of a docket, and to the extent we try to proceed
al ong separate dockets, we may run that risk.

Rai se that in the context of -- | have
di scussed with our cost fol ks the scheduling issues
that would arise if we did exactly what M. Kopta has
suggested, and are we really tal ki ng about any
meani ngf ul schedul e savings in terns of being able to
nove with one on a nore accel erated pace than the
other, and frankly, the answer that | get from
Verizon's cost folks is that not really, that in terns
of when would we be prepared to file a recurring cost
study, and given other due dates and resources and when

we woul d be prepared to file a nonrecurring cost study
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if it's done separately, is really not all that
di fferent.

MS. ANDERL: Just a refinenent on that from
our perspective. Qur recurring cost studies are nore
conplicated and woul d take |longer to prepare and file
than a nonrecurring study. However, the nonrecurring
study has the baggage of the tine and notion studies on
it, so they probably do end up taking at |east the sane
amount of tine, and in ny client's view, the
nonrecurring could take even | onger dependi ng on how
things are clarified with regard to the need for tine
and notion studies.

JUDGE MACE: Does anyone el se want to address
this?

MS. SINGER NELSON: | would just like to say
that it seens to nme that you can split the two sets of
i ssues up by nonrecurring studies and recurring
studies, and it's inportant to WorldCom as we said a
year ago or nore than a year ago when we asked the
Conmi ssion to open this docket, that the recurring
rates for the UNE-P el enments be revisited so that they
can be brought down to what we view as a TELRI C basi s.

So it's our hope that the Commi ssion will
first address the recurring rates if it does decide to

break the sets of rates up in order to condense so it's
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1 not the conplicated case where you are addressi ng every
2 rate for these elenents. We would like to see the

3 recurring rates be addressed before the nonrecurring

4 rates.
5 JUDGE MACE: Thank you.
6 JUDGE BERG Ms. Singer Nelson, do you have

7 any basis for disputing the length of time that it
8 woul d take Qmest and Verizon to prepare their direct

9 recurring testinony?

10 MS. SINGER NELSON: Judge, | haven't been
11 i nvol ved with a Verizon conp case for sone |ength of
12 time so | don't renenber really. | don't know what

13 their needs are in putting together the nost recent

14 recurring cost nodel.

15 It seens to ne that Qwest, however, has

16 participated in a couple of cases recently,

17 specifically in Arizona and Col orado, where they have
18 put forth a recurring rate proposal, and | don't know
19 if the Utah case and the New Mexico case are addressing
20 recurring rates. | think they are, so | was kind of

21 puzzl ed by that response by Ms. Anderl, but it could be
22 t hat perhaps they've got plans to revise the recurring
23 nodel , but | was surprised by that representation

24 JUDGE BERG. Ms. Anderl, and | know ot her

25 parties may want to also comment, but what was
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filtering through ny m nd was that recurring cost study
of Qnest were to -- if we were to resolve these issues
today and say, Okay, recurring costs. W are going
forward. Here is a schedule, what | understood you to
say is it mght be four nonths, four to five nonths for
a recurring cost study.

MS. ANDERL: | think four, three to four, and
partly, M. Singer Nelson, it's a workload issue. You
identify two other dockets going on. W do not have a
| ot of witnesses who can testify to these issues, so
they can't do a whol e bunch of dockets in parall el

I"'m not sure what the plans are to revise the
nmodels. | know we have not filed a full |oop cost
study in Washington in awhile, and it would be a
di fferent nodel than the one fromthe ol dest generic
docket, and there are conpliance issues with regard to
sifting through prior Comm ssion orders and perform ng
an actual Washington specific Comm ssion prescribed
sort of study that add some conplexity.

I don't nean to suggest it would take five to
six nmonths for the recurring. Al | was trying to
identify was that the recurrings are nore conpl ex than
the nonrecurrings. | think if you order us to file
recurring costs, and dependi ng on deaveragi ng which

al so adds a |l ayer of conplexity, | think we could do
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that in February.

MR. KOPTA: W share the same concerns in
terms of getting things noving expeditiously, and
know AT&T intends to introduce an updated version of
the HAI nodel and woul d need sone additiona
informati on from Qvest and Verizon before being able to
make a Washi ngton specific run but anticipates that it
woul d be able to do that by the niddle of January. So
certainly, if Qwest could have their recurring cost
studi es around that sane tine, sonewhere in |ate
January, then that woul d nake sense.

The outlier here seems to be Verizon, at
| east as M. Edwards has represented as | put together
his comments sonetinme mdsumrer, which | find alittle
bit strai ned because certainly, as Judge Berg knows, we
went through this discussion of what kind of
requi renents were needed to change Verizon's ICMto
comply with the | atest Commi ssion order, and Verizon
will be filing conpliance rates based on the | CM and
the prior Conm ssion order about this tinme next nonth,
and |'mnot sure, unless they are maki ng changes to the
ICM why it would take them another eight nonths to
provi de what essentially would be the sane sort of
informati on for Washington. M question is why they

couldn't have cost studies for recurring rates that are
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on that list at the same tinme that AT&T and Qwest
shoul d be able to have them

JUDGE MACE: M. Edwards?

MR. EDWARDS: To the extent | can address
that, we do, in fact, have conpliance runs that will be
filed in Novenber. Those conpliance filings are going
to be based as a result of the technical conference and
as a result of what we understand what we are required
to do. The ICM nodel is not for the nobst part going to
be nmodified or adjusted. Many of what we have to do
for conpliance filing is going to be done outboard to
t he nodel because of resources and al so because the way
the nodel is structured makes it very difficult, as we
have expl ained, to do sonme of those things. So we will
be filing conpliance runs with conpliance filings but
not based on nodifications made to the nodel

From Veri zon's perspective as a result of the
former GIE and fornmer Bell Atlantic nmerger, the Conpany
is a different conpany than existed during the | ast
generic cost docket with respect to the cost studies,
and the hope is that the schedul e woul d be such that we
could file a new nodel reflecting the conbi ned conpany.
That model will be filed in some other states that
al ready have dockets ongoi ng begi nning toward the end

of first quarter and the end of second quarter of next
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year. Because of resources and trying to get the
Washington filing in the queue, our cost fol ks have
| ooked at what's on their plate, and the realistic date
they've given ne is mdsumrer.

MS. ANDERL: O f the subject, | was going to
ask if we would be taking a break any tinme soon?

JUDGE BERG This would be a good tine to
take a break. That would give Judge Mace and nyself a
chance to | ook over our list, so we'll take a break and

be back on the record close to four o'clock, in ten

m nut es.

(Recess.)

JUDGE MACE: We would [ike to turn to the
question of scheduling, but before we do that, | want

to address a question to Qmest. You were tal king about
filing a recurring cost study in February, that it
woul d be possi bl e.

MS. ANDERL: Yes.

JUDGE MACE: Do you intend to include in that
study recurring costs related to the loop? | know you
have filed | oop rates, benchmark | oop rates, or you are
usi ng benchmark | oop rates, but does your recurring
cost study contenplate including that?

MS. ANDERL: Qur recurring cost study

calculates a |l oop cost, and if the recurring costs for
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the | oop were an issue that's included in this docket,
we woul d do that.

JUDGE MACE: | wanted to confirmw th you,
M. Kopta, that when you were speaking earlier about
that $14.01 | oop cost that was adopted fromthe
Col orado proceedi ng that that does not nean that AT&T,
for exanmple, agrees to that cost, and that you would
seek to examine recurring | oop costs in the new cost
docket .

MR. KOPTA: That's correct. We will be
submtting a revised version of the HAl nodel that has
our estimates of the | oop costs in Washington.

JUDGE MACE: Then what | want to try to do is
tal k about scheduling. Assum ng, for exanple, that on
Day X or Day 1, Verizon and Qmest can file their --
let's assunme that we are elimnating nonrecurring
costs -- that they could file whatever they need to
file for the rest of the issues to be exam ned in the
new cost docket on a given day, how nmuch tinme would be
needed for other parties to respond?

MS. ANDERL: My | interject, Your Honor?

JUDGE MACE: Yes.

MS. ANDERL: | think in past dockets where
this was an issue, | think it's been decided, and

think it's a good practice, that any party who i s going
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to make a proposal with regard to | oop costs be
required to file in the first round, and | think when
we originally had this docket on track for testinony to
be filed back in August or Septenber, Staff and

M. Kopta's clients and Qwest and Verizon all agreed
that everybody would file opening testinony in cost

st udi es.

JUDGE BERG That's right. Conmm ssion staff
was to file a study regardi ng the geographic
deaveragi ng of switching rates, and if there was to be
a revised HAI file by AT&T and possibly other parties,
that would not be in response testinony. That would be
in direct --

M5. SMTH: That's correct, Your Honor. We
had a staggered schedule as we originally proposed in
this case way back when we had a proposed schedul e t hat
woul d | ook for Staff to work on this case after it had
finished with the 271 recommendati on. That was the
only reason we had a staggered filing schedule for
Staff at that time.

JUDGE MACE: So essentially, everyone who had
a cost filing would make that filing, and then there
woul d be responses by all parties.

MS. ANDERL: Yes, Judge.

JUDGE MACE: Then how nmuch tinme would it take
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to get to that filing by all parties in response to the
cost filings?

MS. ANDERL: M experience with this is that
the di scovery process is often fairly extensive in
t hese cases, and we nmay have some efficiencies that al
parties can gain because there are other dockets
proceedi ng, such as in New Mexico or U ah.

So maybe sonme of that discovery is already
under way in terms of Qwest being able to examine the
newest HAI nodel, and XO or AT&T being able to exani ne
the Qevest filing, but | don't know if we can assune
that. M guess would be a m ni num of eight and
probably better ten or twelve weeks. If I'mtoo
generous, |'msure someone will step in and correct ne,
but it takes awhile to get through the discovery
process to fully explore the nodels.

JUDGE MACE: Does anyone have any ot her
estimate that they would nmake for this responsive
filing period than?

MS. SMTH. | would probably estinmate
anywhere fromeight to ten weeks as well. |[|f that's
what you said, I'mnot different by nuch.

MR, KOPTA: | think certainly from our
perspective, since we will be trying to review the

Qnwest nodel, the Verizon nodel, and potentially Staff's
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filing, then | will say probably ten weeks sounds |ike
a reasonabl e amount of tine.

JUDGE MACE: Anyone else fromthe bridge?

MR. EDWARDS: | don't disagree with that.
had 75 days before I heard Ms. Anderl, so we are
relatively close

JUDGE MACE: Thank you. Then after the
responsive filing, a tinme for filing rebuttal

M5. ANDERL: Generally shorter, four to six
weeks.

JUDGE MACE: Anyone el se have anything
different to say about that phase?

(Di scussion off the record.)

JUDGE MACE: Then | --

MS. SINGER NELSON: Excuse nme. |I'msorry for
speaking up so late, but | was thinking about it, and
because both Qwmest and Verizon are involved in this
case, | would agree that it would be four to six weeks
for rebuttal, and | would ask that it be nore along the
lines of the six weeks than the four

MS. ANDERL: That's fine.

JUDGE MACE: Then noving right al ong, we get
to the question of a hearing. Based on the assunption
that the nonrecurring costs and deaveragi ng -- pardon

me -- the nonrecurring costs would not be at issue in
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the new generic case, | need to hear fromthe parties
what their thinking is on how long a hearing woul d take
to cover the renmining issues.

MS. ANDERL: Typically, Your Honor, parties
want at |east four weeks after the |ast testinony
filing before the hearings comence, just so you are
aware of that, and because of the fairly recently
i nstituted procedures where parties are required to
prefile their cross-exan nation exhibits and neet a
week or so in advance of the hearing to distribute
t hose and whatever, | think that's a mnimum because
typically, parties do do discovery on the |last round of
testimony, and in order to guess responses in and
cross-exam nation exhibits prepared in any sort of
meani ngful way, | think you need at | east that
four-week interval. | know you didn't ask that
question but....

JUDGE MACE: That's good to know.

JUDGE BERG There is always the possibility
of surrebuttal, maybe just a little bit of extra
| eeway.

MS. ANDERL: But | think while you were out
of the room we tal ked about that anpngst ourselves, and
we decided that two weeks woul d be what we need.

Al though | did say --
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JUDGE MACE: Did you talk with people on the
bri dge as wel | ?

MS. ANDERL: No, we didn't, and just so it's
clear, when |I think two weeks, | think | really nean
nmore |ike ten business days, and | think realistically
on the Conmi ssion's schedule, you don't get ten
busi ness days in two weeks because of open neetings and
other things. | think some of the other parties may
think it could be done in less time than that so |'|
be qui et.

JUDGE MACE: Anyone el se have an estinmate for
the amount of tine required for hearing?

MR, KOPTA: | think we agree it would take
two weeks. CObviously, the Conm ssion is going to
deci de whether we will get ten business days or two
physi cal weeks, and it may depend upon the cal endar in
terms of when there is an open neeting and what
preparati on the Commi ssion needs and that sort of

thing, but | think we ought to schedule at |east two

weeks.
JUDGE MACE: Ms. Snmith?
M5. SMTH:  Your Honor, | will agree.
JUDGE MACE: On the bridge, Ms. Singer
Nel son?

MS. SI NGER NELSON: Agree, Judge.
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1 JUDGE MACE: Ms. Doberneck? M. Edwards?

2 MR, EDWARDS: | agree to at |east two weeks.
3 JUDGE MACE: M. Ahlers? M. Dixon?

4 MR. DIXON: | agree with that estimate.

5 VMR. EDWARDS: That two weeks is based on --
6 if we have four cost studies that are at issue in this

7 docket, it's going to be a mnimum of two weeks.
8 JUDGE MACE: Thank you.
9 MS. SMTH. Wuld you like a proposed

10 schedul e based on that di scussion, or are we not there

11 yet ?
12 JUDGE BERG: | think, Ms. Smith, there is
13 still the disparity of the tinme that other parties can

14 claimthey can produce direct evidence, in the tinme

15 that Verizon says it can produce direct evidence, so

16 t hi nk we probably have done as nuch work here today as
17 possible, and | knowit's now a matter of reviewing the
18 situation with the Comm ssioners based upon the

19 representations of the parties.

20 MS. SINGER NELSON: If | could just add one
21 suggestion, possible suggestion. | don't know how the
22 other parties feel about it, but one way to deal with
23 t hat woul d be perhaps to bifurcate Qwmest and Verizon so
24 that if Qvwest is able to submit its recurring study and

25 AT&T and Worl dCom can subnit its study in January, but
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Verizon is unable to do it, absolutely unable to do it
until the summer, maybe we could go forward on the
Qnest and HAI nodel s and consider Verizon at sone | ater
time.

JUDGE BERG. We have heard that before,

Ms. Singer Nelson, and let me just state that's not the
Commi ssion's preference. There has certainly been a
benefit in the past frombeing able to | ook at both the
Qnest nodel and the Verizon nodel at the same tinme, but
we will keep that in mnd.

JUDGE MACE: | guess | am sonewhat curious
whet her you have di scussed sone type of proposed
schedul e, even though it's probably nothing we could
confirm today.

M5. SMTH: No, Your Honor, we haven't, and
again, it was sonething that was discussed off the
record, and Verizon was not part of the discussion, so
it probably wouldn't nake sense in hind site to go
forward with that exercise.

JUDGE MACE: That pretty nuch concl udes the
agenda that we had for this prehearing conference.

Does anybody el se have anything they want to raise?

MS. ANDERL: No, Your Honor. Well, yes, Your

Honor. | would like to propose that to the extent that

t he Commi ssioners thenmselves would |ike to explore
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these issues in nore detail, certainly as happened with

t he di scussi on about Verizon's conpliance filing, |

think the parties -- |I'Il speak only for nyself but
probably the other parties as well -- would be nore
than willing to conme together again to describe to the

Conmi ssioners face-to-face in nore detail the concerns
and the issues that we have around the tine and notion
studies, the linkage with the OSS transition costs.
Anyt hi ng that kind of peaks their interest, | would
certainly be nore than willing to participate in an

i nformal conference or oral argunent of sorts to maybe
facilitate the Iines of comunication.

JUDGE MACE: Thank you. Anything further?

MS. ANDERL: M. Kopta kindly rem nded me
that | had nentioned earlier that | would be pursuing
an extension tinme for the requirenent to file
conpliance filings in Part B

JUDGE MACE: Are you going to file a witten
request to that?

MS. ANDERL: Yes, and | still have some
parties to check off that |I'm consulting, so |'m not
going to do that orally today.

JUDGE BERG |1'Il also take note that there
was a defined extension of tine for parties to file

response testinony in Part E to October 25. It won't
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be necessary for parties to nake further requests. The
Conmi ssion on its own will take that under
consideration and |l et parties know in short order that
there will be an additional extension of tine while the
Commi ssi on considers the many schedul i ng i ssues that
have been rai sed here today.

MR, KOPTA: At this point, may | clarify that
t hat date has been continued indefinitely? W don't
need to prepare for filing testinony on October 25th?

JUDGE BERG: The admi nistrative |aw division
has some direction not to grant open-ended extensions,
but I think what you would see would be a three-week
extension or an extension of at |east three weeks

beyond any Conmi ssion decision on these issues, so if

the Commi ssion were to decide -- |let ne backtrack
It will be extended. It nmay have to be
indefinitely because at this point, | don't see any way

that the Comm ssion could go forward on the current
schedul e, so the practical effect is yes, it will be
indefinite until further notice.

MR, KOPTA: Thank you. | want to be able to
tell my folks to stand down, if you will, and not be
concerned about having to file something on the 25th.

JUDGE BERG If | thought that a Conm ssion

deci sion woul d be such that we could retain the
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schedule, | would see to it that a date certain was
set, but | think at this point, that schedul e cannot be
retained, and we will have to, in any event, be pushed
back beyond the Decenber hearing date in which case
there is no point in trying to set a date certain.

JUDGE MACE: | want to thank the parties for
their participation, and we appreciate your input and
your patience with this procedure. Do you have
anything el se that you wanted to say? Thank you very
much. We are concl uded.

(Prehearing conference concluded at 4:25 p.m)



