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INTRODUCTION AND PURPOSE OF TESTIMONY

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My nameis ArleenM. Starr. My business addressis 1875 Lawrence Street,

Denver, Colorado 80202.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

| am employed by AT& T asamanager in the Loca Services and Access
Management organization. My responghilitiesinclude andyzing loca exchange
cariers intragtate costing and pricing methodologies and studies. As an expert
witness, | have submitted testimony on local and access cost and price issues
within AT&T's Western Region. | have previoudy submitted testimony in
Arizona, Colorado, 1daho, lowa, Minnesota, Montana, Nebraska, New Mexico,

North Dakota, Oregon, South Dakota, Utah, Washington and Wyoming.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

| graduated from DePaul University in 1983 with a Bachelor of Science degreein
Commerce, with an emphasisin Accounting. | received a Masters of Business
Adminigtration from DePaul University in 1990, with an emphasisin Finance. |
have dso completed various training seminars offered by AT& T and other
educationa organizations in marketing, economics, accounting, and costing

methods in the telecommunications fidd.
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PLEASE DESCRIBE YOUR WORK EXPERIENCE.

| began my career with AT& T in 1984 in the Consumer Marketing Department. |
had various respongbilities in this organization, including managing the expense
and capita budgets. From 1986 to 1990, | held various pogitionsin the Financid
Regulatory Department in Chicago. My responghilities included intrastate
financid anadyss and providing reports and data to the regulatory commissionsin
the Central Region. From 1992 to 1996, | worked in the product equipment
business, with financid responghilitiesin the product management, sdes, and

sarvice areas. | assumed my current respongbilitiesin May of 1996.

WHAT ISTHE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to comment on the Qwest proposed batch hot cut
nonrecurring charges (“NRCS’), provide the Commission with an analyss of the
Qwest cost sudiesfiled in support of the proposed NRCs and provide AT&T's
recommendation on the appropriate rates for the Qwest proposed batch hot cut
process. Generally, Qwest’s cost study includes unnecessary steps, redundant
activities, excessve time estimates which should be reduced, an ingppropriate
level of flow through and overstated annud cost factors. The result of the
problems identified in Qwest’s batch hot cut cost study is that the proposed rate

for each Sateis sgnificantly overstated.
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BATCH

HOT CUT PROCESS

A. Qwest Proposed Rates

WHAT INFORMATION HAS QWEST FILED IN SUPPORT OF ITS

PROPOSED BATCH HOT CUT RATE?

Qwest hasfiled a cost study in each of the 10 states where it is petitioning for

relief from its obligations to provide unbundled loca switching and has proposed

the following rates:

State | nstallation Disconnect Combined Rate
AZ $45.96
CO $45.96
IA $45.96
MN $31.39 $19.69

NE $45.96
NM $45.96
ND $45.96
OR $45.97
uT $31.39 $18.56

WA $31.39 $19.69

For dl states except Minnesota, Utah and Washington, Qwest is proposing to

charge a combined ingtalation and disconnect rate. 1n the states of Minnesota,

Utah and Washington, the state commissions have required Qwest to charge

separatdly for ingalation and disconnection. Therefore, for those three

sates,

Qwest is proposing the same inddlation rate as in the other nine Sates, but is

proposing a separate disconnect rate. 1n Utah the Qwest proposed disconnect rate

is the current disconnect rate for abasic loop. In Minnesota the current
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commissionapproved disconnect rate is $1.95 and in Washington it is $14.41, yet
Qwest is proposing adisconnect rate of $19.69 for each of these states. Not only

isthis rate considerably higher than the commission-approved disconnect rate, it

is higher than the disconnect rate submitted by Qwest for al the other states.!

Q. HOW DO THESE RATES COMPARE TO THE CURRENT BASIC
INSTALLATION RATESFOR EACH STATE?

A. In Sx states Qwest’s proposed batch hot cut rate is only dightly less, from 2% to
17%, than the current basic indtallation rate for the first loop. In three states the

batch hot cut rate is higher than the current commission-approved rate for basic
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ingalation for the first loop, and in one Sate it remains essentidly the same. In
Minnesota and Oregon the batch hot cut NRC is sgnificantly above the
commission-approved rate for abasic ingtalation. In many cases, Qwest has
completely ignored the commissons previous decisons on appropriate inputs to

be used in establishing NRCs.

The more appropriate comparison to determine if Qwest’s proposed batch hot cut
rate resultsin a saving for Competitive Loca Exchange Carriers (“CLECS’), as
directed by the Federa Communications Commission (“FCC”), isto compareit to
the rate for abasic ingdlation for each additiona loop. Batch hot cuts are

performed in groups of 25 to 100 loops; therefore, a comparison to each

YIn Utah, Minnesota and Washington since the commissions have ordered Qwestto chargethe
disconnect charge separately, Qwest has not discounted the disconnect rate to the present value
asit hasdoneintheremaining states. Thisisdiscussed further in section C.1 of my testimony.
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additiond rate is the more relevant comparison. In cost proceedings Qwest has
generaly proposed one rate for the first loop ingtalation and a reduced rate based
on cogt savings for each additional loop. Mogt states in the Qwest region have
adopted this rate structure. When making a comparison to the rate established for
the basic NRC for each additiona loop, in four states the proposed batch hot cut
rate is an increase, in one state it remains the same and the decrease in the five

remaining satesis very minima — 1% to 6%.

State Basic 1st Difference  Basic add Difference
AZ $53.86 -15% $46.40 -1%
CO $55.27 -17% $48.77 -6%
IA $46.01 0% $46.01 0%
MN $4.33 1,080% $4.33 1,080%
NE $55.27 -17% $48.77 -6%
NM $51.94 -12% $48.77 -6%
ND $55.27 -17% $48.77 -6%
OR $10.75 328% $10.13 354%
uT $47.66 5% $41.38 21%
WA $51.94 -2% $48.77 5%

The basic NRC rate is acombined ingtalation and disconnect rate for a DS0 loop.

WHAT RATE DOES QWEST USE IN COMPARING ITSPROPOSED
BATCH HOT CUT RATE?
Qwest compares its proposed batch hot cut rate to its most current cost study for

the basic ingtalation rate, which ranges from approximately $75 to $100 for the
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first loop and is based on an applied work time of gpproximately 82 minutes to

123 minutes.

ISQWEST’'SCURRENT COST STUDY NRC FOR A BASIC LOOP
INSTALLATION RELEVANT ASA COMPARISON TO THE BATCH
HOT CUT NRC?

No. The NRC for abasic loop ingtdlation that Qwest is currently proposing is
irrelevant to the process of establishing a TELRIC-based NRC for a batch hot cut.
The FCC directive isto reduce per-line rates or provide volume discounts in order
to alow competitive entry via Unbundled Network Element (“UNE’) loopsin the
mass market. An efficient process with gppropriatey set TELRIC-based ratesis
necessary in order to make that aredlity. CLECs are currently paying the
commisson-gpproved NRCs associated with loop ingtalations, which are less
than Qwest’ s proposed rate for abasic instalation of $75.00 to $100.00.2
Comparing the newly established batch hot cut NRC to an inflated cost estimate
based on exaggerated time estimates is a meaningless exercise. The comparison
that is relevant to determine compliance with the FCC’ s directive is between the
rate that will be established by the commission for a batch hot cut and the rates

CLECs are currently paying.

ZInreality the majority of competitive entry has been through UNE-P; and, therefore, the NRC
actually paid by CLECs to serve mass market customers is significantly less than any loop
NRC. The UNE-P NRC in all of Qwest statesis less than $1.00.



10

11

12

13

14

15

16

Docket No. UT-033044
Rebuttal Testimony of Arleen M. Starr
Exhibit AMS-2T
February 17, 2004
Page 7 of 22
Furthermore, the cogt-study rate for basic ingalation was not adopted by any
commisson. What Qwest is attempting to do, and which should not be alowed,
isto ignore commissionordered inputs used in establishing the current, approved
NRCs. For the most part, Qwest ignores commission ordered inputsincluding
time esimates, dimination of certain activities, flow through percentages, annuad
cost factors, cost of capital and other inputs incorporated into Qwest’s proposed
batch hot cut rates. The commissions established the current NRCs and
associated inputs. These should not be ignored in establishing the rate for the

batch hot cut process.

B. FCC Guidance on Costs Associated With the Batch Hot Cut Process

Q. WHAT FINDINGSARE INCLUDED IN THE TRIENNIAL REVIEW

ORDER (“TRO”) RELATED TO THE COST OF A BATCH HOT CUT?

A. The FCC in the TRO dates, “hot cuts....are often priced at rates that prohibit
fadilities-based competition for the mass market.”* Additiondlly, the TRO found
“that the non recurring costs associated with hot cuts are prohibitively

expensve”*

3 In the Matter of Review of the Section 251 Unbundling Obligations of Incumbent Local Exchange
Carriers, Implementation of the Local Competition Provisions of the Telecommunications Act of 1996, and
Deployment of Wireline Services Offering Advanced Telecommunications Capability, CC Docket Nos. 01-
338, 96-98 & 98-147, Report and Order and Order on Remand and Further Notice of Proposed

Rulemaking, FCC 03-36 (rel. Aug. 21, 2003) (“ Triennial Review Order” or “ TRO") at Y 465.

*TRO at 1 468.
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WHAT DIRECTIVE DID THE FCC PROVIDE FOR STATESIN
ESTABLISHING A BATCH HOT CUT PROCESS?

The FCC directed state commissions to agpprove “a batch cut migration process to
be implemented by incumbent LECs that will address the costs and timeliness of
the hot cut process.”® In addition, the FCC expected “these processes to result in
efficiencies associated with performing tasks once for multiple lines that would
otherwise have been performed on aline-by-line basis”® More specifically, the
FCC that stated that “ state commissions should adopt TELRIC rates for the batch
cut activitiesthey approve. These rates should reflect the efficiencies associated
with batched migration of loops to a competitive LEC' s switch, either through a

reduced per-line rate or through volume discounts.”’

DO THE RATES AND CORRESPONDING COST STUDIESFILED BY
QWEST IN THISPROCEEDING ACCOMPLISH THE GOALS
ESTABLISHED BY THE FCC IN THE TRIENNIAL REVIEW ORDER?
No. Asexplained further in the following section of my tesimony, Qwest’s
proposed NRCs do not meet the clear objective set out by the FCC -- to establish
abatch hot cut process that allows facilities based competition for the mass
market.2 Qwest’s proposed NRCsin most cases do not provide a reduced per-line

rate or avolume discount. In the few instances where Qwest’ s proposed batch hot

S TRO at 1 488.
5 TRO at 1 489.

71d.

8 Testimony on the operational i mpairment i ssues associated with the Qwest proposed batch hot

cut process is provided in the Testimony of Robert V. Falcone.
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cut rate is areduction from the current, gpproved basic ingdlation NRC, it is very

minima and not sufficient to alow mass market entry.

C. | ssues With Qwest Batch Hot Cut Cost Study

1. Disconnect Rates

HAS QWEST INCLUDED THE COST TO DISCONNECT ALOOPINITS
PROPOSED BATCH HOT CUT NRC?

Yes. Asprevioudy discussed, for dl states except Minnesota, Utah and
Washington, Qwest has proposed a combined ingtdlation and disconnect NRC.
Qwest dates that since the disconnect costs will occur in the future, the estimated
disconnect cost is discounted using a 13.07% cost of capitd and assuming a2.5
year life. Thisresultsin the amount being discounted at the rate of 74%. In
Minnesota, Utah and Washington, the commissions have required Qwest to

charge a separate rate at the time of the disconnection.

ISIT APPROPRIATE FOR QWEST TO CHARGE CLECSFOR THE
COST OF A DISCONNECT IN THE BATCH HOT CUT PROCESS?

No. The batch hot cut processis only used for ingdlations wherea CLEC isable
to reuse loop facilities. 1t isnot used for new loop ingtallations where service has
never been established or where no facilities are available for reuse. Qwest
explainsthisis one of the main differences between the basic ingtdlation option

and the batch hot cut. Qwest states that the vast mgority of hot cuts that CLECs
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request today and would require going forward entail the ample reuse of facilities
aready being used. Only loops that can be reused, thus not disconnected, are
eligible for the batch hot cut process. 1n the batch hot cut process aloop is merely
moved either from an ILEC to a CLEC or from one CLEC to another. Thelift
and lay activity, dong with removing the jumper of the previous service, are
included in the ingtalation portion of the Qwest proposed batch hot cut.
Therefore, Qwest is recovering the disconnection cost twice — oncein the
ingalation cost from the new CLEC acquiring the UNE-L and in the
disconnection cost of the CLEC losing the UNE-L. If it isaQwest winback,
Qwest should absorb the ingtallation cogt, not the disconnecting CLEC.  Qwest
should not be alowed to charge CLECsfor activities that are not performed on

the CLECS behdf. The disconnect charge should be removed entirely.

HOW MUCH OF THE BATCH HOT CUT NRC ISFOR
DISCONNECTING A LOOP?

As provided in the chart earlier in my testimony, the amount of the disconnect
charge elther included in the NRC to be charged upfront or separatdly is

sgnificant, ranging from $15.44 to $19.69, gpproximately 1/3 of the total NRC.
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2. OSS Costs

HAS QWEST INCLUDED OSSCOSTSASPART OF THE BATCH HOT
CUT NRC?

Yes. Qwest gatesthat it hasincluded OSS codts to establish and enhance the
batch hot cut process. These include the gppointment scheduler tool and the
development of the spreadsheet function. Qwest’s estimated cost to develop the
web-based appointment scheduler is $900,000, and the estimated cost to develop
the spreadsheet is $41,500. The mgority of the estimated expenseis labor, based
on Qwest’s estimate of the number of hoursit believes it will take to develop the

OSStools.

HOW DOESQWEST INTEND TO RECOVER ITSESTIMATE OF THE
OSS-RELATED COSTS?

Qwest has estimated the anticipated order volumes over a 27 month period and
then determined a per-order amount that isincluded in the batch hot cut NRC.?

This resultsin a charge of $.63 per order.

HAS QWEST PROVIDED SUPPORTING DOCUMENTATION FORITS
ESTIMATE OF THE OSSRELATED COSTS?
No. The only information provided in support of the $900,000 estimate to

develop the appointment scheduler is Smply a satement of “ System

° Qwest volume estimates and implementation schedul e i s discussed in the testimony of Robert
V. Falcone.
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Enhancements Expense.” The support for the $41,500 expense for the

development of the spreadsheet includes the two work groups involved, CORAC
and QCCC, dong with thetitle of the representative performing the devel opment,

the associated hours and labor rate.

ISTHE SUPPORT PROVIDED BY QWEST SUFFICIENT?

No. Thisis especidly true for the $900,000 related to the system enhancement
amount. Detailed information needs to be provided by Qwest for commissionsto
andyze and determine if these are legitimate OSS-related cogts that Quwest should

be allowed to recover. CLECs should not be assessed any OSS charges for the

10

11

12

13

batch hot cut until this can be accomplished. Additiondly, once the commisson
has reviewed and verified al supporting documentation for Qwest’ s estimated
OSS costs and has set arate, Qwest should not be alowed to attempt any

additional recovery of OSS costs for the batch hot cut process.'°

10 Qwest statesthat it isdifficult to estimate the costs associated with the systems changes and
estimates the amount to range from $900,000 to $2,800,000. It isnot appropriate to address the
recovery of these OSS costs until Qwest can accurately determine the amount and providethe
commission an opportunity to review and approve such costs.
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3. Owest’s Proposed Activitiesand Time Estimates Used in the
Batch Hot Cut Cost Study

HOW WERE QWEST’SPROPOSED ACTIVITIESAND TIME

ESTIMATES DEVELOPED?

Qwedt’ stestimony dates that a cost analyst working with ateam of experts
identified the one-time activities necessary to perform a batch hot cut. Thetime
estimates were based on input from subject matter experts (“SMES’) and the cost

andys.

WHAT ADDITIONAL INFORMATION DID QWEST RELY ON IN
DEVELOPING ITSTIME ESTIMATES?

In addition, Qwest reviewed and consdered the observations from the Hitachi
study in developing itswork times for the batch hot cut activities. The Hitachi
information provides work time observations for some functions performed in
three centrd offices. The study includes atotal of four batches with

approximately twenty-five lines each, or atota of 100 lines*

HAS QWEST PROVIDED SUFFICIENT SUPPORT FOR ITSPROPOSED
ACTIVITIESAND TIME ESSMATESUSED TO DEVELOP THE BATCH
HOT CUT COST?

No. Qwest rdies dmogt exclusively on its SMEs and cost analys, but has not

provided any supporting documentation to validate that they have incorporated

1 The Hitachi study is discussed further in the testimony of Robert V. Falcone.
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the correct activities and time estimates in developing a TELRIC-based cost
estimate. Moreover, the SMESs and cost andyst are not participating in the
proceeding and therefore are not available for questioning and to support their
conclusons. Additiondly, Qwest admits the Hitachi study represents only a
limited sat of observations and the results do not represent afull time and motion
study, but yet the information was used by the SVIEs in the development of work

times.

HASANY COMMISSION EXPRESSED CONCERN IN THE PAST OVER
QWEST’'SUSE OF SMESIN DETERMINING TIME ESTIMATESUSED

IN NONRECURRING COST STUDIES?

Yes. The Washington Commission in itslast cost proceeding found Qwest’stime
estimates that were devel oped by SMEs to be unreliable and concluded they could
not be relied upon to establish nonrecurring costs. The Commission ordered
further vaidation of time estimates, including time and motion sudies. The
commission found, “Since it isfar to assume thet further improvements have

been made at the 1SC since 1999, these productivity improvements need to be
reflected in Qwest’ srates. Furthermore, work time estimates produced by subject

matter experts that are unsupported by traditiona time and motion Sudiesraise
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serious concerns regarding the vaidity of nonrecurring cost studies, especidly —

asin Qwest's case — where the experts are not made available for questioning.” 2

4. Annual Cost Factors

Q. WHAT COST FACTORSHAS QWEST INCLUDED IN ITSPROPOSED
BATCH HOT CUT RATES?

A. Qwest has utilized the annud cost factors developed for Washington to be used in
caculating the batch hot cut cost. Qwest dtatesit has recently updated its factors
methodology, but has not completed the process for dl states and is therefore

using the Washington factors in developing the batch hot cut NRC.*® Theindirect
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cost factors include: product management 1.6%, sales 1.4%, support assets 17.3%,
and uncollectible 2.3%. Thisresultsin an additiond $8.00 in cost which is

included in the batch hot cut NRC. In addition to the indirect cost factors, a
common overhead factor of 11.3% is added, resulting in another $4.55 being
added to therate. The net result is that $12.55 of the $45.96 hot cut rate is due to

indirect and common costs.

2 |n the Matter of the Continued Costing and Pricing of Unbundled Network Elements,
Transport and Termination, Docket UT-0003013, Thirty-second Supplemental Order, Part B
Order; Line Splitting; Line Sharing Over Fiber Loops, OSS, Loop Conditioning; Reciprocal
Compensation and Nonrecurring and Recurring Rates for UNESs, June 21, 2002, at 1124.

13 Qwest statesit has recently updated its cost factors for Washington, yet the cost factors are
based on 2001 expenses.
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ARE THE LEVEL OF QWEST'SANNUAL COST FACTORS
REASONABLE?

No. Commissions have previoudy established what is considered to be a
reasonable leve of indirect and common cost that Qwest should be dlowed to
recover in UNE rates. Qwest has ignored previous commission decisons
edtablishing cost factors and instead has used what it is currently proposing in a
cost proceeding in Washington. For example, in Washington the Commission has
established a common overhead factor of 4.05% to be used in setting TELRIC
rates, yet Qwest has chosen to ignore the Commission’ s order and has used a
common overhead factor of 11.3%. Qwest should be required to use commission

gpproved annua cogt factorsin establishing TEL RIC-based batch hot cut rates.

5. Flow Through

WHAT LEVEL OF FLOW THROUGH HASQWEST USED IN
CALCULATING ITSBATCH HOT CUT NRCS?

Qwest has assumed very limited mechanization in its batch hot cut process and
generdly relies upon manua processes in determining its batch hot cut costs. The
probability of manua processing for each of the Qwest work centersis asfollows:
I nterconnection Service Center (“1SC”) - 15% probability orders will falout for
manud handling, if asupplement is required this amount increases to 50%
probability for manud handling; Loop Provisoning Center - 5% probability of

manud handling; Design - 1% to 5% probakility of manua handling, if a
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supplement is required there is no mechanization, 100% probability of manua
processing; Centra Office Resource Adminigtration Center - thereisno
mechani zation, 100% probability of manud processing; Centra Office
Technician - there is no mechanization, 100% probability of manua processing;
and Project Coordinator - 10% to 100% probability of manua handling, if an
order is thrown back to Qwest thisincreases from 10% to 90% probability of
manua processng. The mgority of the activities in Qwest’s batch hot cut
process are performed on a 100% manud basis, having a significant impact on the

cost estimate.

IS THE LEVEL OF MANUAL PROCESSING INCLUDED IN QWEST’S
BATCH HOT CUT COST STUDY REASONABLE?
No. There may be some activities which require manual work, but the levd of

flow through induded by Qwest isinsufficient.

One area tha should be completely mechanized is the |SC, which processes
service orders. The manual processing of ordersin this center adds over $4.00 of
costs to the batch hot cut NRC. Qwest states that it consistently achieves a 96%
or higher flow through in the ISC, yet it only utilizes an 85% flow through in the
cost sudy. Qwest makes a digtinction between “flow through digible’ and “non
flow through digible loops” The 96% flow through cited by Qwest isfor loop

ordersit has determined to be flow through eligible. Qwest lists Centrex orders
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and CLEC-to-CLEC migrations as orders which are not flow through dligible**
Reducing the flow through level from the achievable level of 96% or higher to
85% for dl loops based on a very specific subset of loop types isinappropriate.
Revisng the flow through to 96% for al activities in the 1SC would reduce the

cogsts associated with the | SC from over $4.00 to under $1.00.

Q. HAVE STATESPREVIOUSLY REVIEWED QWEST’'SNRC STUDIES
AND FOUND QWEST’SLEVEL OF FLOW THROUGH TO BE
INSUFFICIENT?

A. Yes. Most states have conducted cost proceedingsto review Qwest’s cost studies
and have made adjusmentsin establishing NRCs, including adjusments to the
level of flow through used in caculating the NRCs. In Minnesota, the
commission established a 2% falout rate for POTS services and a4.6% fallout
rate for complex services'® The Oregon commission aso rejected Qwest’s level
of flow through and ordered adjusments. The commission found, “In our
estimation, it is reasonable to assume that a well-managed and maintained OSS
will dlow unbundied elements orders to flow through at the 98% rate

recommended by Ms. Petti. Accordingly, we find that the revised nonrecurring

14 AT&T does not necessarily agree with Qwest’ s position that certain types of orders are not
capable of being processed on a mechanized basis. If the commission determines there are
certain types of orders which cannot be processed electronically, a separate rate can be
developed for those orders.

15 In the Matter of a Generic Investigation of U S West Communications, Inc.’s Cost of
Providing Interconnection and Unbundled Network Elements, et. al., Docket No. P-
442,5321,3167,466,421/C1-96-1540, et. al., Order Resolving Cost Methodology, requiring
Compliance Filing and Initiating Deaveraging Proceeding, May 3, 1999 (“ Generic Cost
Docket”), at Findings and Conclusions |.A.19.
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cost studies developed in accordance with this order should incorporate this level
of flow through for &l dectronicaly submitted orders”*® Additionaly, thiswas
affirmed in Order 00-316. The Order gated, “The Commission remains
persuaded that the 98% flow through rate for eectronically submitted orders
adopted in Order No. 98-444 is reasonable.” 1" Qwest should not be alowed to

deviate from the commission’s previous findings.

6. Supplemental Ordersand Throw Back

Q. HASQWEST INCLUDED ANY NEW CATEGORIESNOT PREVIOUSLY

INCLUDED IN THE BASIC LOOP COST STUDY IN THE BATCH HOT

10

11

12

13

14

15

CUT COST STUDY?

Yes. Theseinclude additiona stepsfor a supplementa order due to a Connecting
Fecility Arrangement (*CFA”) change and additiona stepsif throw back is
required. These are cogts that had not previoudy been included in the basic loop
ingdlation NRC, and thus are additiona costsa CLEC is now required to pay as

part of the batch hot cut process.

18 |n the Matter of the Investigation into the Compliance Tariffs filed by U SWEST Communications, Inc.,
Advice No. 1661, In the Matter of the Investigation into the Compliance Tariffs filed by GTE Northwest

Incorporated, Advice No. 589, (* ORNRC Docket”), Order 98-444 at 71.
" OR NRC Docket, Order 00-316 at 16.
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HOW MUCH IN ADDITIONAL COST ISADDED TO THE BATCH HOT
CUT NRC FOR EACH OF THE NEW CATEGORIES?
The supplementa order adds $1.59 to the cost of the batch hot cut and the throw

back adds $.46, increasing the cost by over $2.00.

WHAT ACTIVITIESARE INCLUDED FOR A SUPPLEMENTAL ORDER
AND THROW BACK?

The activities that are included in a supplementa order and for throw back are
activities that have aready been performed once and are being repeated dueto a
changeinthe CFA. Additiondly, the flow through thet is gpplied to the activities

for asupplementa order and throw back is reduced, increasing the amount of

manua activity and thus increasing the codt.

WHAT PERCENTAGE OF PROBABILITY HASQWEST USED FOR
SUPPLEMENTAL AND THROW BACK ORDERS?
For supplemental orders, Qwest assumes a 20% probability of occurrence and for

throw back orders Qwest assumes a 5% probability of occurrence.

ARE THESE ASSUMPTIONS REASONABLE FOR THE BATCH HOT
CUT PROCESS?

No. The batch hot cut processis very limited to the type of loops which can be
included in the process. Qwest will not alow aloop to be included in the batch

hot cut process that requires afidd digpaich. Thisdiminates IDLC and EX
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Cables'® Additionaly, anytime aloop installation requires coordination or
additiond testing it is excluded from the batch hot cut process. Therefore, the
probability of occurrence for a supplemental order or athrow back should be
greatly reduced. Additiondly, if the number of loops included in abatch hot cut
fells below the minimum of 25 linesto 20 lines™ Qwest will il processthe
batch, thus reducing the likelihood of a supplementa order. Qwest’s probabilities
that a supplemental order or athrow back will be required appear to be overstated,
adding unnecessary costs to the batch hot cut NRC. Qwest smply has not

provided asufficient basis for the probabilities.

.  SUMMARY AND CONCLUSION

PLEASE SUMMARIZE YOUR CONCLUS ONS.

Qwest’ s proposed batch hot cut rates as filed should not be approved; this
includes Qwedt’ s attempt to recover its unsubstantiated OSS costs for the batch
hot cut process. The commission should require Qwest to provide adequate
supporting documentation and make appropriate adjustments to the batch hot cut
cogs as outlined in my testimony to establish a TELRIC-based rate. Thisis
necessary in order to comply with the FCC directive of reducing per-line costs or
providing volume discounts in order to alow competitive entry viafacilities

based competition for the mass market. Without such adjustments any attempt at

competition via UNE loops to serve the mass market will fal, or worse ye,

18 See Direct Testimony of Dennis Pappas and Lynn Notarianni at 46.
191d., at 46-47.
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competitors will not even attempt to serve the mass market, leaving customers
with no compstitive dternative. If the Commission believes it must adopt some
rate as part of this proceeding, any rate it adopts should be interim subject to true
up until the Commission can spend sufficient time to review Qwest's cost sudies

and adopt a permanent rate.

DOESTHISCONCLUDE YOUR TESTIMONY?

Yes.



