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PROCEEDI NGS

JUDGE SCHAER: This hearing will cone to
order. This is a hearing in Docket Nunmber UT-970658,
which is a conplaint by MCI Tel ecomuni cations
Cor porati on and AT&T Commruni cations of the Pacific
Nort hwest, Inc., against U S West Communications, Inc.
GTE Nort hwest, Inc., and United Tel ephone Conpany of the
Nor t hwest regardi ng pay phone rates.

This is a pre-hearing conference that was set
by a notice of pre-hearing conference dated March 7th,
2002. It was originally set for March 20th, 2002, and
was continued to today, Tuesday, April 2nd, 2002. The
hearing is being held before Adm nistrative Law Judge
Marjorie Schaer in Oynpia, Wshington

This is a case in which the Comm ssion's
Fifth Supplenmental Order in this docket, dated March
25t h, 2002, was appeal ed to the Superior Court and the
Court of Appeals and was upheld by those courts. The
courts have now returned the matter to the Conm ssion,
and the purpose of this hearing is to discuss what
i ssues renmmin, what the parties have done or can do to
resolve the matter, and what the next step should be.

I would like to start by taking appearances,
and | will note that | believe every conpany nane that

was in the caption of this conplaint has now changed, so
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if you would like to identify your client's fornmer and
current nanmes, that would be of help to the record.

Let's start with you, Ms. Anderl.

MS. ANDERL: Thank you, Your Honor, Lisa
Ander| representing Qwest Corporation, fornerly U S West
Communi cations, Inc. Do you want the address and
t el ephone nunbers as wel | ?

JUDGE SCHAER: Have they changed in the |ast
three years?

MS. ANDERL: | believe ny tel ephone nunber
may have changed, the address is the sane. The
t el ephone nunber is (206) 345-1574.

JUDGE SCHAER: Thank you.

And Ms. Endej an.

MS. ENDEJAN. Yes, ny nanme is Judith Endejan,
and today | represent Verizon Northwest, Inc., fornmerly
known as GTE Northwest, Inc. To confuse matters
further, on the appeal | jointly represented Qnest/U S
West and Verizon/ GTE Northwest. Do you need nmy nane and
address?

JUDGE SCHAER: | think that your address and
phone nunbers and fax nunmbers and E-mail nunbers have
all changed in the |ast three years, so perhaps --

MS. ENDEJAN. All right. | amnow wth

Graham & Dunn, and my address is 1420 Fifth Avenue,
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Seattl e, Washi ngton 98101, tel ephone nunber (206)
340-9694, fax is (206) 340 --
MR, HARLOW | can look it up for you if you

woul d Iike, Judy.

MS. ENDEJAN:. | never faxed nyself.
JUDGE SCHAER: |I'mcertain the Conmm ssion
records center will have it

MS. ENDEJAN: Right, they will.

JUDCGE SCHAER: O herwi se, we can call you and
get it.

MS. ENDEJAN. Right. MW E-mail, that | know,
i s jendej an@rahandunn.com Thank you.

JUDGE SCHAER: Thank you.

M. Harl ow.

MR, HARLOW Thank you, Your Honor, Brooks
Harl ow, my nunbers and addresses and firns have al
remai ned the sane. |'mrepresenting MCI Wrl dCom and
AT&T this norning. M WrldCom was known years ago as
just MCI. | don't believe AT&T has changed its nane.

JUDGE SCHAER: So they are still AT&T
Comuni cations of the Pacific Northwest, Inc.?

MR. HARLOW As far as | know.

JUDGE SCHAER: All right, thank you.

MR, HARLOW But they're still known as AT&T.

Is there sonething el se?
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MS. TENNYSON: Just making sure you were
fini shed.

JUDGE SCHAER: No, | heard the sound, and
didn't know if somebody needed a nonent to --

MR, HARLOW Only if you want Ms. Endejan's
fax nunber.

JUDGE SCHAER: |If you can put that in,
pl ease.

MR. HARLOW It's (206) 340-9599.

Did you wite that down, Judy?

MS. ENDEJAN. Thank you, M. Harl ow.

JUDGE SCHAER: Okay, then Ms. Tennyson

M5. TENNYSON: Thank you, |I'm Mary M
Tennyson, Senior Assistant Attorney General, appearing
on behal f of Conmmission Staff.

JUDGE SCHAER: Okay, as | indicated before we
went on the record, the purpose of this hearing is to
di scuss what needs to be done to inplenment a three year
old final order and make sure that we deal both with
i ssues involving refunds and issues involving tariffs
going forward. And if any of those things are fine and
don't need to be dealt with beyond reflecting that, that
is one way of dealing with them of course.

Let me check again to see if there's anybody

on the Conmi ssion's conference bridge. | had had
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i ndi cations that people would be joining us on the
bridge, but | do not -- and the bridge is turned on, so
I'"mgoing to go ahead and proceed. | know that al
parties are represented by counsel here in the room so
I have no concerns about going forward with the
conf erence.

And so the two things | would like to do is
di scuss what issues remain, if any, and between whom
and what the parties have done or can do to resolve the
matter, and fromthat what next steps should be.

And | think I would like to start with you,
Ms. Anderl, because ny understanding is that you have a
pretty nice neat resolution to report upon. Go ahead,
pl ease.

MS. ANDERL: Thank you, Your Honor. | have
di scussed this issue with M. Harlow and Ms. Tennyson
and | believe that we are -- those parties as with Qnest
are ready to stipulate that Qmvest's previously filed
tariff, conpliance tariff, dated February 6th, 2002,
ought to be either reinstated or allowed to be refiled
in order to becone effective on | ess than statutory
notice. | think that the parties agreed that that
tariff effects the order properly on a going forward
basis to reduce Qunest's access charges by the ordered

anount, and we think that that's all that's required,
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that the conpliance tariff on a going forward basis was
pretty sinple.

And from an admi ni strative standpoint, we
think that if you were to just permt us to refile that
tariff, we would do that rather than try to resurrect
sonmething that's been rejected, we will go ahead and
refile it so you have a new clean filing.

JUDGE SCHAER: | think that makes sense.

MS. ANDERL: So that addresses that.

And the parties have al so been di scussing the
refund i ssue and have an agreenent on the nethodol ogy
for the refunds. All we really need is an effective
date for the tariff to reduce rates going forward, and
that will close the period during which a refund must be
calculated, and we will do that just as soon as we know
what the effective date is. W do have a coupl e of
details like that nostly around tinming that need to be
wor ked out.

But then |I believe we would be prepared to
submt to Your Honor an agreed upon order for the
Conmmi ssion's signature that would allow, well, | was
going to say | guess the order that we were talking
about did both things, it approved our tariff going
forward and approved the refunds and the nethodol ogy. |

don't know that it's necessary for there to be a single
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order. If we needed to make it into two orders, you
know, to approve the conpliance filing in one order and
approve the refund nmethodol ogy in a second order, those
are certainly sonething easy enough to acconplish.

But the point that | was trying to make, not
very artfully at this point, is that | don't think that
we have any remmining i ssues. W just don't have it
reduced to witing to present to you yet in final form
Ms. Tennyson does have a draft that we would be willing
to present to the Bench and | et you know that we believe
that the final would | ook very nmuch like that.

JUDGE SCHAER: Thank you.

And, M. Harlow, would you |like to speak to
the arrangenents between your clients and Qnest at this
poi nt ?

MR, HARLOW | don't really have anything to
add to what Ms. Ander| stated. She pretty nuch summed
it up. It is a question of timng. W want to neke
sure that the refund syncs up with the effective date in
the going forward tariff. | don't anticipate we wll
have any troubl e doing that once we can predict with
sonme certainty the effective date

And then the other issue which we were
di scussing and anticipate would work out is just naking

sure that the refunds are tinmely nade by bill credits or
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sone ot her nechanism W are accruing interest at 12%
on these refunds, which is pretty good these days, but
quite frankly we would like to get it all behind us as
qui ckly as possi bl e.

JUDGE SCHAER: So do you concur in
Ms. Anderl's remarks then?

MR. HARLOW Yes, Your Honor, | do.

JUDGE SCHAER: And then, Ms. Tennyson, let's
hear fromyou on this portion of the proceeding, the
Qwest portion.

MS. TENNYSON: As far as Qwmest, Staff has
wor ked with Qwmest and had agreed with the filing that
was nmade on February 6th and the proposed nethodol ogy
for the refund. W have received adequate information
to be able to audit the cal cul ations that Qaest has nade
and agree that the anpbunts are appropriate. And | have,
in connection with ny offer to draft an order and your
invitation that I do so, | do have a draft that
currently does both, approves a conpliance filing and
directs refunds. But if we do -- if Qunest does a
revised filing or a newfiling just so it's clean, then
obviously we will need to nodify this order. And | can
you know, can give it to you electronically and in
regular formif you would like to review it or make any

suggestions, or we can work on further agreed orders.
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JUDGE SCHAER: | think | would like to see
the next step of the order after you reflect what we
have tal ked about today, and | think that we do need to
conmuni cate to sone extent just -- what | will probably
try to do is send around a nice | ooking draft, which is
why | like to have the nice looking draft, to let the
conmmi ssi oners know what is happening, and then | will
al so check their availability so that hopefully when
everything is filed, | have people here to sign what
needs to be signed, and we don't end up having sone
adm nistrative probleminterfere with getting the
correct refund with the correct LSN date for the tariff.
Does anyone see any problens in proceedi ng that way?

MS. ANDERL: No, Your Honor.

MR. HARLOW No, Your Honor.

JUDGE SCHAER: And, Ms. Endejan, would you
like to be included in all of those comunications so
t hat you know what's goi ng on?

MS. ENDEJAN. | would, thank you.

JUDGE SCHAER: | woul d ask everyone who
comuni cates about this to send things to all parties,
and I will do the same.

Is there anything else we need to tal k about
interms of the US West situation?

Is there anything you would like to add to
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t he di scussion, Ms. Endejan?

MS. ENDEJAN: No, Your Honor, | think that
it's all been adequately covered.

JUDGE SCHAER: All right. Well, let's
proceed in the manner just discussed then

And next | would like to hear what's
happening in terns of Verizon and what you have been
working on with M. Harlow s clients and with Comm ssion
Staff and just have a simlar sunmng up of where we are
in the situation, please, M. Endejan.

MS. ENDEJAN. Thank you, Your Honor. First
of all, | want to thank you and counsel for agreeing to
continue the original pre-hearing conference date to
t oday.

JUDGE SCHAER: Certainly.

MS. ENDEJAN. Where we're at today, Your
Honor, is we did nmake a filing on February 6, 2002, in
whi ch we advi sed the Conmission in our letter, in our
letter of conpliance filing, of the reasons why Verizon
believes that it is in conpliance with the Fifth
Suppl emental Order in this docket, which is the order
that was reinstated as a result of the Court of Appeals
deci si on.

Prior to making this conpliance filing, we

had several discussions with Ms. Tennyson and
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M. Zawi sl ak for the Conmmi ssion Staff. W went over our
proposals and ultimately agreed to nmake a second refund
reduction to deal with Staff's concerns, which would
bring the total anmount of refunds to all the parties to
approximately $3.2 M11lion.

Verizon does not, can not, and will not
propose an ongoi ng access charge reduction for severa
reasons, and nost inportantly, and Staff agrees, as a
result of several subsequent events after the date of
the pay phone order, Verizon's access charge revenue
requi renent, and indeed its overall revenue requirenment,
was reduced sufficiently as a result of the nerger
settlenent and the settlenent of its 1998 earnings
review so that it's clear, clear to Staff, that there
are no renmmi ning subsidies that could be attributable to
any pay phone operations that were deregul ated as of
April 15, 1997.

Qbviously this case has been going on for a
long tine, three years. A |lot of events have occurred
that have altered the financial conditions of all the
pl ayers, you know, not only nane changes but, you know,
a nunmber of other regulatory proceedi ngs that have had a
bearing, which the ultimte question in this case, which
is before the Commi ssion, which is have the pay phone

subsi di es been renoved. That was what we were ordered
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to do, and Verizon believes that it has done that. It
has returned back to affected custoners any anmounts that
t hey woul d have paid, and we believe that the
appropriate course of action for the Comrission is to go
forward and to approve our conpliance filing and cl ose
out this docket.

If M. Harlow s clients have a beef with some
ot her thing dealing with access, there are other foruns
and other ways to deal with it. But Verizon expl ai ned
inits conpliance letter, and | don't know, Your Honor
have you had an opportunity to see the February 6th
conpliance filing?

JUDGE SCHAER: Yes, | have, | have revi ewed
the Fifth Suppl emental Order and then everything that
has been filed since that tine.

MS. ENDEJAN. Okay. Because part of the
probl em cones fromthe fact that the Fifth Suppl emrental
Order ordered a specific reduction to a specific rate
el enment, the termnating CCL

JUDGE SCHAER: Yes.

M5. ENDEJAN: And then that was reduced, went
away to zero, all the revenues sort of shifted, and
ultimately at the end of the day when all the dust
cleared, Verizon's revenue requirenent situation was

very different than it was in 1997 when this case
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started. And we have gone over this with M. Zaw sl ak
and Ms. Tennyson, and we believe that we have reached an
agreenent with the Comm ssion Staff that what we're
recommendi ng woul d be the appropriate course of action
to take in this case. As | sit here today, | can state
unequi vocal |y that Verizon can not, will not, and does
not intend to nmake any further access charge reductions
as a result of this docket.

JUDGE SCHAER: So there are two pieces, as |
indicated earlier, that I'minterested in. One is
what's being done in terns of a refund, and is that
bei ng done in a way that everyone thinks is appropriate;
and the other is what do we need to do going forward,
and | think you have addressed both of those. [|'m going
to ask M. Harlow for his comments and then ask
Ms. Tennyson to comment as well. And | would |like you
to be thinking, if you would, about whether there is
sonme possibility that we could work out a resol ution
simlar to the US West/Qunest resol ution where there
woul d be some kind of an agreed order that woul d address
both of those itens in whatever manner the parties think
appropriate, whether or not that involves a new
conpliance filing or a newtariff filing, excuse ne, or
some ot her change.

And so, M. Harlow, | would |ike your
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comrents next on rel ationshi ps between your clients and
Ms. Endejan's client, what you think needs to happen.

MR, HARLOW Well, | hope overall the
rel ati onship between our clients is good, but on this
particular issue, they're not good. | can't really
stress enough, we kind of | guess feel |ike Charlie
Brown who has just cone up to kick the football only to
have it pulled away fromhimat the |last mnute, and now
we're lying on our backs. W won the case, and yet
Verizon says, you don't get the brass ring, you don't
get conpliance with the order

I'"'mnot going to repeat our |engthy coments,
| understand you have read them

JUDGE SCHAER: Yes, | have

MR, HARLOW But basically Verizon did |ose
the case at two | evels of appeal as well as before this
Conmi ssion and on admi nistrative review of this
Conmi ssion. W have an order that's quite clear in
terms of what Verizon is to do going forward, they're to
make an access reduction with a particul ar annua
revenue effect, $564,000 | think, annually. And Verizon
is saying to you adamantly, they will not do it because
of actions that they took in other dockets, to which not
both of my clients certainly were parties to those

dockets. In fact, neither of ny clients was party to at
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| east some of those other dockets.

If Verizon intended those other filings in
those other dockets to be conmpliant in this docket, they
had to do sonmething in this docket. They had to file
sonething. Potentially they had to nove to reopen and
to notify the parties, hey, we're changing the | andscape
here on you, events are overtaking us, so we need to
reopen. Verizon didn't do that. They continued to
argue on appeal that there was no pay phone subsidy, an
argunent that they lost. And they even tried to take it
to the Suprene Court, and they failed in that effort.

We feel very strenuously we're entitled to
conpliance. 1In terms of going forward, how do we
resolve this, we don't think there ought to be any
heari ngs, there shouldn't be any new evidence. You
know, this is enforcenment of a judgnent, if you wll.
This is enforcement of an order. The terms of the order
are clear in the Comm ssion's records, which the parties
can certainly cite, and we can have further comments or
briefing | suppose, but all the docunents that -- this
isreally a legal issue. It's not atinme to bring in
new fact. W have already tried the case once, and so
the parties can | ook at and argue the inplications and
the orders in this docket, the filings in this docket.

Verizon is free to cite the filings in other
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dockets, and if they find sone evidence in those filings
that supports their claimthat those al so were
conpliance filings in this docket, they can nmeke those
argunments. But we certainly don't want to try another
rate case. You know, that's a whole can of worns that
we don't want to get into, the question of whether
Verizon is earning their authorized rate of return or
not, whether they would be if they made this filing or
not .

You know, we did already try this case, and
we have evidence on the appropriate |evel of access
charges, and there has been a final order, which has now
been affirned by two courts. So we don't want to open
that Pandora's box, Your Honor. W think that the
Conmi ssion has before it today really everything it
needs to deci de whet her Verizon has conplied or not.
And if you want to invite further rounds of coments,
you could, but we don't even think that's necessary.
But we certainly don't want to reopen the record, not
after this case had been tried for over several years.

JUDGE SCHAER: Well, | did receive coments
fromyou, and then |I did receive information that the
anmount of refund that Verizon thought appropriate was
going to a larger nunber. | believe that was in

sonmeone's Staff materials, and it was al so nenti oned
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today that it had gone up to $3.2 MIlion. So | think
at a mininum | would want to know on that portion of
the case how far that nunmber is from your nunmber and
what we're tal king about there.

MR. HARLOW Well, first of all, and | should
have addressed this, we believe that AT&T and Worl dCom
may have received refunds for the period April 15th,
1997, through Decenber of 1998, which doesn't tota
anywhere near $3.2 MIlion. | say we believe that
because the -- nothing has been filed with the
Commi ssion to document the refund cal cul ati ons, nor was
anyt hing provided to our clients. They just said,
here's a credit, that settles the case.

M5. ENDEJAN: Your Honor, if | could address
that, because that's not entirely accurate.

JUDGE SCHAER: | will nmake a note of that,
and | will come back to you and |l et you respond.

Go ahead, M. Harl ow

MR, HARLOW But to nmy know edge, there
haven't been any -- that refund was nade | ast year
before the February 6th filing, and to nmy know edge, we
haven't received any further refunds or bill credits
that would reach this $3.2 MIlion. O course, the $3.2
MIlion is industry wide. It doesn't all go to Worl dCom

and AT&T. So we have to kind of guess what our narket
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share is to try to figure out whether we have received
the right anmount.

JUDGE SCHAER: And then going forward?

MR. HARLOW So we understand that Verizon
has proposed, and | guess they're waiting to see whether
it's approved before they issue further refunds, that
that refund period be pushed out to is it July of 2001
and | guess that would theoretically total $3.2 MIlion
I haven't actually done the calculations to determne if
that woul d i ndeed be a full refund including interest
through that tinme period. That would |eave us then, if
you take fromJuly until now, we would contend we're
entitled to refunds for that tinme period, so an
addi ti onal nine nonths woul d be roughly another, |'m not
very good at math on the spur of the nonent, but another
probably 20% on top of the $3.2 MIlion just ball park
And then, of course, a reduction of the ordered anount |
think again is $564, 000 going forward.

There is an issue to address with regard to
where to apply that going forward reduction. Verizon
di d choose between the initial order and the final order
in this docket to elimnate the rate el enent to which
both the initial and final order directed the refund be
made. They did that for reasons related to the change

in the access rule, which is now of course invalidated,
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so they mi ght actually conceivably reinstate that. They
have a right to under the settlenent agreenent in the
merger docket. But that was acknow edged at the tine.
Ms. Endejan wote a letter to the Commi ssion before
Veri zon nanmed the stay and said, | ook, we've got to
figure out another element to apply this to so -- and
that shouldn't be any kind of a stunbling block to the
going forward rate reduction. Just like we switched the
reduction in Qvest's case fromthe termnating side to
the originating, and we have agreed on that. | don't
think that's our stunbling point. | think our stunbling
point is purely this contention that other reductions in
ot her dockets constitute a conpliance in this docket.

JUDGE SCHAER: So what your client is |ooking
for is refund fromthe April '97 date to the date that
an order is entered by the Conmmi ssion regarding
conpli ance and also |ooking for filing of a tariff
change that would reflect the half mllion approximtely
ordered reduction going forward; is that a correct
under st andi ng where you are?

MR. HARLOW Well, close.

JUDGE SCHAER:  Ckay.

MR. HARLOW The refund period woul d end not
at the date of the order, but the effective date of the

tariff reducing the rates going forward.
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JUDGE SCHAER: [|'m going to go ahead and hear
from M. Tennyson, and then |I'm going to cone back to
you, Ms. Endejan. And if we need to take two or three
rounds, we will do that since there's a lot nore
conplications here than there were on the Qmest
di scussi on.

So, Ms. Tennyson, would you |ike to provide
Conmi ssion Staff's viewpoint at this point.

M5. TENNYSON: Certainly. M. Zaw slak and
di d have several conversations with Ms. Endejan and her
client about Verizon's position with its February 5th or
6th filing that it had fully conplied with the order
We did not believe that the change or renoval of the
particular rate fromwhich the Comm ssion's order in
this docket had ordered the reductions be made, we
didn't think that that change that Verizon nade
constituted conpliance with the order

VWhat | was [ ooking for in ny materials and
don't know that | have, although Verizon may well have
provided it to Staff in the past, Verizon nade sone
refunds in 2001 to carriers. | don't know whether we
have a cal cul ati on of those ampunts that were made by
carrier. But that was w thout, as M. Harl ow i ndi cated,
wi t hout discussing those ambunts with the carrier, but

they were given bill credits.
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After receiving the mandate fromthe Court of
Appeals in this case and returning it back to the
Commi ssion, that's when Staff started | ooking at it
again. And after, as | indicated, further discussions
with Ms. Endejan and her client, we believed that
effective with the nodifications to Verizon's tariff
that were effective July 1st of 2001, that at that point
Verizon's rates basically would have elim nated any
subsi di es for pay phone operations that would have been
i ncl uded.

It is correct that M. Harlow s clients were
not party to sone of the -- to the matters by which sone
of those rate reductions were made and revenue
reductions were made. It was in connection with the
nmer ger docket, and there were -- what we | ooked at were
each phase of the reductions that were ordered as a
result of the approval of the nerger between GTE and,
['"mnot sure who it was, but it ended up as Verizon
And | ooki ng at the ampunts and the rates that were
affected in each instance, Staff did agree with Verizon
that effective with the filing of the tariff changes
that were effective July 1st of 2001 that other pay
phone subsi dies were renoved from Veri zon's rates.
Verizon then did a recal cul ation of an amount of

addi tional refund that would need to be nade to carriers
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as a result of continuing or not having renoved the
$564,000 fromits term nating access rates prior to July
1st of 2001. And Staff has reviewed those anobunts and
believe that the cal cul ati ons were appropriately done.

We're still at a bit of a loss as to howto
technically effectuate the concerns or to deal with the
concerns raised by M. Harlow on behalf of his client,
the fact that his clients were not parties to those
proceedi ngs and there wasn't a tariff filing that
specifically said we're conplying with 970658 orders hy
doing this. Staff does believe that froma practica
poi nt of view that Verizon is currently in conpliance
with the spirit of the order, if not technically having
made a filing that refers to this docket and conplies
with the order in that sense.

JUDGE SCHAER: And what would you recomend
that we do from here?

M5. TENNYSON: Well, your suggestion that if
we coul d reach an agreed order obviously would be our
best manner of going about it. | don't see a |ot of
prospect of that from M. Harl ow s perspective. |
don't, again though, | don't know what precise
i nformati on he may have in ternms of dollar anmounts and
how they were calculated, and I'mcurrently not aware

wi t hout having M. Zaw sl ak here whether we have the
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initial refund amounts included. | believe M. Zaw sl ak
has | ooked at those, but | don't have them personally.

JUDGE SCHAER: It's sounding to nme |ike we
have a fair anount of objective information that should
be avail abl e that may not have been shared anong al
parties or may not have been part of a conversation
anong the people of all parties who are good at nmth,
whi ch woul d al so exclude ne. But do you think there
m ght be some benefit from some kind of a conference
where this information that Staff has could be reviewed
in detail with the conpanies and a discussion held of
whet her or not that refund took place. And then it
seenms that there should be data available to figure out
how much refund has been applied and perhaps
confidential data which Staff could see but m ght not be
shown in its entirety to M. Harlow s clients, |'mjust
t hi nki ng al oud here, but on market share figures so you
could cal cul ate how nuch AT&T and MCI -- am | giving the
right bodies with you?

MR, HARLOW | understand what you're talking
about .

JUDGE SCHAER: COkay. So that you could
figure out if the amount of the refund at |east up to
July of last year would reflect the refund that would

have cone out of the case. | guess |I'mjust asking you
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if you think there's sonme benefit to holding that
conversation, and then when we go around again, | wll

l et both of you corment on that, of course. But to the
extent that we have objective information and we can
tell what period it applies to and how nmuch it is, it
seens to ne that mght give us at |east a basis of
shared understanding to work from

So |'m asking you if you think that night be
useful, Ms. Tennyson

MS. TENNYSON: From ny perspective, | think
it would be. | don't know what information, if any, has
been exchanged between Verizon and M. Harlow s client,
so.

JUDGE SCHAER: And it mght be useful to
have, it m ght be essential to have M. Zaw slak in that
conversation as well when he's able to do that.

MS. TENNYSON: COkay, absolutely.

JUDGE SCHAER: Okay. Is there anything else
that you would like to report or say at this tinme?

MS. TENNYSON: Not at this point, no.

JUDGE SCHAER: Okay, let's go back to you,
Ms. Endejan, and | will let you respond to what you have
heard, and if there's other ideas that have sprung out,
let's hear those al so.

MS. ENDEJAN: Sure. Well, first of all, |et
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me get right to the issue of the refund anmounts, and
have here a copy of the materials that were provided to
M. Zawi sl ak that is probably what you were | ooking for
Ms. Tennyson. And it does show, in fact, the anounts
there, you know, there are two refund amounts here. The
first is a refund amount that were made last fall and
whi ch were acconpli shed by Novenber 15, 2001, and that
totalled $1.554 MIlion. | do know from correspondence
that | have seen between staff at Verizon and staff at
both Verizon and Worl dCom that both of those entities
were given the opportunity to look at the cal cul ati on of
the amount of the refund that they got before Novenber
15th. AT&T accepted it. | don't knowif Ml had a
problemwith the math or they just had a problemwth
what | see to be the core inpedinment here, which is an
ongoi ng rate reduction. |In any event, the credits were
made, the carriers accepted that anount.

The other half of the refund pot, which is
$1, 600, 575, Verizon broke that down and cal cul ated the
anounts that each conpany would receive, and that also
is contained in this information that was provided to
M. Zawi sl ak. That anount will be made if, you know,
assuni ng the Comm ssion i ssues an order approving or
entering a finding that we are in conpliance and

concl udi ng this docket.
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So what you have here is you have, one, you
know, al nost half of the refund anmpbunt has al ready been
made, and the renmaining half remains to be made subj ect
to an order fromthis Commission so -- and | don't know
if we heard from MCI or AT&T that they have any quarre
about the anmpunts of the -- that they did get. | think
they were nore than happy to get their credit, and we
haven't heard anything fromthemon that. W' re happy
to share this amount, these ampunts with M. Harlow |
guess we're going to have to do sonething -- actually,
we' re probably going to have to share it with
M. Zaw sl ak and figure out how we want to comunicate
with M. Harlow sinmply because | don't know how
comercially sensitive this is in ternms of breakdown by
revenue and mnutes or whatever. | nean | don't think
-- | think that's sonething we can work out.

JUDGE SCHAER: Certainly.

MS. ENDEJAN. And | think that we can work
out the ampunt that is due to M. Harlow s clients.

Unfortunately, what | don't think we can work
out is the idea that we can cone to any agreenent to
make any further access charge rate reductions. And
it's unfortunate because it's my nature and ny serious
desire always in Conmm ssion proceedings to try to find a

reasonabl e conpronise to situations. But in this
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situation, unfortunately, nmy client, and with Comm ssion
Staff's concurrence, believes that we have achieved
conpl i ance.

Let me step back a minute here and explain
why | think this is such a unusual conplicated
situation. It stens fromthe fact that, you know, the
order did -- well, there are a couple of interrelated
factors here that are going on. The first key factor is
the order itself specified that a reduction was to be
made in a particular rate element, the term nating CCL
And you may or may not recall the testinony, | do, but
the testinmony from M. Zawi slak was that it was his
bel i ef and opinion that the source of pay phone
subsi di zation stemmed from the CCL, and that had a | ot
of historical reasons, et cetera. So therefore,
elimnation of -- and in his view, that was the source
of the subsidy.

Okay, it would take the Commission to reopen
that order and rewite that order to require Verizon to
make a reduction in some other rate elenent. That would
require the Commission to make a finding that sone other
rate el ement serves as a source of subsidy for its pay
phone operations, a fact which M. Zaw sl ak and the
Conmi ssion Staff says no | onger exists.

And it no | onger exists because of sonme of
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t hese interveni ng subsequent events, nost significantly
the nerger docket and the earnings review docket. And
at the tine, | believe, and | can't be quoted on this,
but | believe AT&T was a party to the nerger docket. |
don't know if MCl was. |I'msure it was for whatever
reason elected not to participate. Like all parties,
you know, they're given the opportunity to participate,
and they can either choose to participate or not. And
as a result of that full scale earnings review,
Verizon's entire 1998 test year was open for review and
was reviewed by the Conmission Staff, and there were a
| ot of subsequent adjustnents.

So we're kind of in this bizarre situation
where had the conpany not appealed, as it had every
right to do when it felt that it was aggrieved by a
Commi ssi on order, had it not appealed, and the entire
access structure would have been | ooked at, and this
anount woul d have been stripped fromthe access charges
anyway. We don't know, we didn't specifically focus on
that, no one did, no party, no Staff nenber, nothing.
Veri zon honestly thought it was pursuing its | awful
rights to appeal, and | guess no one kind of thought
t hrough the | ogical conclusion of the what ifs if the
appeal goes one way as opposed to another given the fact

that there are all these other revenue proceedi ngs going
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on.

This is probably, pardon me, a | ong w nded
way of getting to the bottomIline here, which is, what
was this case all about in the first place, and it was
all about the claimthat Verizon's rates contai ned
subsidies for its pay phone operations that continued
past, you know, this April 15th, 1997, demarcation
point. The Staff is satisfied the subsidies don't exist
anynore. Verizon clearly submits the subsidies don't
exi st anynore. Therefore, the letter and the spirit of
that Fifth Supplenental Oder have been conplied wth,
and the Commi ssion has fulfilled its responsibility to
make sure that the subsidies were depleted

I think that, and much as | would |love to see
an agreed order in this case, | think the prospects of
that, of an agreed order that would call for any sort of
ongoi ng rate reduction on Verizon's part are
non-exi stent, and we can't agree to that. | think what
this calls for is entry of an order fromthe Conmm ssion
as it has, and | could find you a few statutes that
woul d al | ow t he Commi ssion to enter such an order,
deeming Verizon to be in conpliance, having had the
opportunity to look at all of our rates and charges in
several occasions, npbst notably the earnings review, and

to conclude this docket.
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One of the WACs allows the Conmmi ssion to make
exceptions to these rules in individual cases when it is
just and reasonable, which is kind of the standard
agai nst which to gauge nost, if not all, Conm ssion
action, and that's what WAC 480-09-010 all ows the
Conmi ssion to do. Because it recognizes that there are
going to be tinmes and situations where you can not
contenpl ate every foreseeable, you know, outcome here.
But what the outcone the Comm ssion wanted, it got. It
got the elimnation of the pay phone subsidy, it got
refunds for the parties that paid too nuch.

| guess | take a little bit of issue with
M. Harlow s characterization of this as, you know,
Charlie Brown with the football. Hs clients have got a
| ot of nobney back. They got pretty significant or wll
get, you know, a good chunk of that $3 MIlion, so they
did win, they did get their noney. Wat they aren't
entitled to is to preserve in anmber forever an ongoing
rate reduction, which they may have been entitled to for
a certain period of tine, but they're no |longer entitled
to because of these subsequent events.

So we woul d ask the Commi ssion to concl ude
this docket. I1t's obviously been going on far | onger
than -- we will all grow gray and old if we keep this

up. We feel that there really isn't any way we can
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1 "settle" this except to make the refund. |f soneone has
2 a problemwith the math, we are nore than happy to sit

3 down and work through the math, but we just can't neke

4 any ot her ongoing rate reductions.

5 So | don't know if your Honor has any other

6 guestions about this.

7 JUDGE SCHAER: | do have a few
8 MS. ENDEJAN:. Okay.
9 JUDGE SCHAER: But go ahead and finish what

10 you have to say.

11 MS. ENDEJAN:. | will concl ude.

12 JUDGE SCHAER:  You mentioned two different
13 refunds, one of $1.225 MIlion which has been made, and
14 one of $1.65 MIlion approximately that will be made if
15 the Commi ssion enters an order. And | was just

16 wondering what tine periods those cover.

17 MS. ENDEJAN. The first refund that has been
18 made was for $1, 554, 396.

19 JUDGE SCHAER: Thank you.

20 MS. ENDEJAN. Okay, and it covered the period
21 of April 1997 through Decenber 31, 1998. The second

22 refund anount which will be made, we have calculated it
23 now as $1, 600,575, and it is intended to cover the

24 peri od between Decenber 31, 1998, and July 1st, 2001

25 JUDGE SCHAER: Now as we all know, this is a
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conpl ai nt case that was brought by M. Harlow s clients
all eging that there were subsidies in the pay phone
rates of your client and Ms. Anderl's client, and I'ma
little concerned that there has been a | ot of

comruni cati on with Comm ssion Staff but nmaybe not as
much comruni cation with the conplainants in this matter,
and so I'mgoing to ask you the sane thing | asked

Ms. Tennyson. First, | want to check nmy recollection.
It is ny recollection that we do have a confidentiality
order in place in this docket.

MS. ENDEJAN. W do.

JUDGE SCHAER: |s that correct?

MS. ENDEJAN. W do.

JUDGE SCHAER: And |I'm wondering if, and this
is the sane question | asked Ms. Tennyson, if you think
it mght be a useful exercise to get your people who
know how t he nunbers cone together and what their
sources are to bring that information and sit down and
have a conversation between your client, M. Harlow s
clients, and Staff where you nmake sure everybody
under st ands the nunbers that are goi ng on and what they
cover and what they don't cover and just try to get a
common base of objective information.

MS. ENDEJAN. | don't see any problemwith

that. | think that | guess M. Harl ow woul d probably
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have to show the nunbers to his clients, sonme interna
clients, and | don't know if they're signed up for the
confidentiality order, but we could fix that. | do
know, and | can't tell you who, but we coul d perhaps
have this discussion off line, a lot of the interna
Verizon folks that deal with the internal MCl and AT&T
fol ks have had di scussions and run the nunbers with

t hem

| think it's probably a good idea to pick an
appoi nted date by which we neet or confer to lock in or
to resolve any issues about the refund ambunts. We're
not aware of any dispute from Staff with respect to how
we cal cul ated the anobunt, and it's probably a good idea
to give M. Harlow s clients an opportunity to see if
t hey have any problens with the math.

JUDGE SCHAER: And | would like to have Staff
there as well to see if they think up some new questions
or, you know, just to make sure. | would like all the
parties to be at the sane basic understandi ng of
obj ective information.

M5. ENDEJAN: Sure.

JUDGE SCHAER: And that, | think, mght be a
useful tool to get people tal king and figuring out where
the gaps are and how rmuch. | would like Staff to do

sonmething simlar as well as you, to tal k about the
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tariff changes that they think would satisfy the tariff
change going forward so that that information at | east
i s understood on a conmon basis by everyone in the
conversati on.

MS. ENDEJAN:. It's ny understandi ng, Your
Honor, that Staff supports us in our position that we --
that no going forward tariff change is required.

JUDGE SCHAER: | think that that's what you
have said, and that's what Ms. Tennyson has said, and
I'"'mnot saying this for that reason. |[|'m saying that
the conplainants in this case, who won and have been
uphel d, are M. Harlow s clients, and I'mnot certain
they share that understanding, and |I think it mght be
useful even though they may never agree on the so what
part of the equation, if they at |east know what it is
that you and Staff are tal ki ng about as being what in
your understandi ng woul d answer that need for change,
woul d show where that need for change has cone in.

MS. ENDEJAN.  Well, we could -- | think that
could be part of a discussion in ternms of hel ping them
understand why we -- why there are no nore ongoi ng pay
phone subsi di es.

JUDGE SCHAER: | think just taking this is
what we did and this is where the noney cane from and

this is howit's working out, as | say, as nuch
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obj ective informati on and objective shared
under st andi ngs you could have | think would be useful to
however we have to go forward, whether it's sonme kind of
decision on the current record fromthe Commi ssion or
whet her there needs to be anything further. | think we
do need to, to the extent that we can, not have

di sagreenent s about what nunber goes where or what
things relate to.

And then | would Ilike to ask, you know, |
perfectly conprehend and perfectly agree with you that
your client had every right in the world to appeal these
deci sions and to pursue their appeals, and | don't want
this to be taken as anything slighting that, | think
it's the appropriate thing to do when you think
sonmething is wong, but I am you know, a little bit
curious about if you had won, going forward, what woul d
be different than it is now? Wuld the second refund
not be made? Would there be sone attenpt to get the
first refund back? Wbuld sonme tariff be increased? And
I know you can't speculate, but to the extent that
you' ve thought about it, I"'mjust trying to figure out
what difference it makes under how you' re | ooking at
this that the court case cane out as it did.

MS. ENDEJAN.  Your Honor, | can tell you that

no refunds woul d have been made, and the refunds that
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were made | ast Novenber were nmade after the Court of
Appeal s deci sion and before | believe we got the order
on rehearing, because we had filed a notion for
rehearing. And so | would tell you that they would not
have made any refunds. | think that because of the
magni tude of the reductions and changes as a result of
the rate case, |I'msorry, not, well, earnings review and
settl enment docket, you know, the ampunt that was taken
out, you know, far exceeded the $554, 000 which was at
i ssue here in this case. So | guess what we're saying
is would we have maybe not reduced it $554, 000 back
then? 1 don't know, | can't specul ate.

And in terms of what -- how the, you know,
t he Comm ssion and the parties that | ooked at the actua
situation of the conpany, they | ooked at their earning
reviews and the nunber in order to come up with, you
know, something that was settled and a settlenent that
the Comm ssion approved as being just and reasonable in
the public interest, and that's -- that is a standard
that is not always particularly capable of precision in
terms of | ooking at every nunmber and every line itemto
figure out, well, if you were to tweak this, how would
it have affected that. | don't know.

JUDGE SCHAER: Okay, and | don't expect you

to know. |I'mhearing fromyou and from Ms. Tennyson
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that there were discussions about this and that there is
a confort |level between you and Staff about these rates
being at a right level and not including a subsidy, and
["mjust trying to figure out if there is information
there that is available that could be shared that would
in any way nove us any closer to resolving the problem
we're dealing with today. Because, you know, it is a

probl emthat we're going to have to resolve in sone

manner, and as | say, | think the base of shared
under st andi ng, objective information, will be useful in
whi chever way we need to go forward. |s there anything

el se you wanted to address at this tine, M. Endejan?

MS. ENDEJAN. No, Your Honor, just except
perhaps to recommend sone steps for closure on this, and
that mght be to schedule a date by which we have a
neeting with the participants to have di scussi on about
how we cal cul ated the refunds and to explain to MCl and
AT&T representatives why Verizon's new rates contain no
pay phone subsidy. And then | guess we would like to
request that the Conmi ssion shortly thereafter enter an
order finding conpliance with the Fifth Suppl ementa
Order and cl osing the docket.

JUDGE SCHAER: There's one other thing that
M. Harlow nentioned that | forgot to ask you, and that

was that based on a different case which Verizon won at
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the Court of Appeals, it appears that your conpany may

again be able to file a term nating access tariff; is

that correct?

MS.

ENDEJAN: That's technically correct, but

-- and | -- the conpany has not done anything formally

with respect to that result, but | do know that there

will be no reinstitution of the termnating CCL. The

company has no

el ement .

intention of reinstating that rate

JUDGE SCHAER: Okay, |'mjust wondering,

noted that he noted that you have the right under the

merger agreement to do so or to attenpt to do so

MS.

ENDEJAN: Ri ght.

JUDGE SCHAER: And |I'm just wondering, |'m

trying to think of things that are sone of the | oose

ends that relate to our issues, and | know we can't

resolve themall here, but |I'mwondering to the extent

t hat somet hi ng
know, could be
somet hi ng t hat

forward to any

like the statement you just made, you
made nore formally, if that would be
woul d provide any sense of security going

of the other parties that you're going to

be meeting there. And so |I'mjust suggesting, nmaking

t hat suggestion. [It's not sonething that | woul d expect

you to answer to the Conmission or to ne at this point,

but just one nore thing to think about. | guess | would
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say if you're going -- if it does look |like you m ght be
able to put together sonme kind of a package that would
wor k for everyone

MS. ENDEJAN. | would be happy to investigate
whet her | can provi de assurances that the conmpany wil|
not be filing for reinstitution of the term nating
carrier common line charge. | don't think that will be
a problem either.

JUDGE SCHAER: Okay, maybe you can do that
and then take that information to the neeting that we
nost likely will be holding.

M. Harl ow.

MR. HARLOW Thank you, Your Honor. |'mjust
kind of really in shock that we're seriously discussing
Verizon's actions as a conpliance filing. It's
certainly creative. | understand why Verizon wants to
save roughly half a mllion dollars going forward into
the indefinite future and would |ike to keep charging
rates that are higher than were approved under this
docket .

I can kind of understand Staff, | guess.

They negotiated with Verizon, and indeed they entered
into a stipulation that indicated they wouldn't seek
further access reductions for a certain period of tine,

and that time period is still not up. You know, they
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were at the negotiating table, and they did what they
t hought was best for the general public interest. But
different story as you kind of indicated for the
conpl ai nants, we were not at the negotiating table.

Now | et nme delve into the place | really
don't want us to go in a nore formal way, which is to
ki nd of engage in the hypothetical discussion, kind of
the what ifs. Verizon did have every right to appeal
but in so doing, they assunmed the risk that the
regul atory | andscape was going to change over the tine
period of the appeal. It's been a long tine. A lot of
t hi ngs have changed. Indeed, if you |ook at Qwest's
access rates for the same tine period, you will find
that Qwest's access rates have changed for a nunber of
times. | believe they have gone down over that tine
period. Qmest did not cone in with this creative
argunment that, oh, well, we have already elimnated the
subsi dy.

The theoretical basis for the elimnation of
the subsidy is the reduction of access charges as part
of an earnings review But again, if you take a | ook at
the publicly filed docunments in that case, that case was
not resolved by a Commi ssion order after a full rate
hearing. It was resolved as a settlenent. And on a

theoretical basis, we still have enornous procedura
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problems with this docket, but on a theoretical basis,
you can't really say that the subsidy of $564,000 has
been elimnated unl ess you can say as a theoretica
matter that Verizon's overearnings were taken down to
zero or at least down to a nunber bel ow the 564. Then
you might be able to theoretically say, well, we've
wrung out sonme or all of the subsidy.

Rate making isn't that exact of a science.

We work with test year data. We're always a year or two
behind due to regulatory lag. So even as a theoretica
matter, the nerger docket and the earnings review were
settled out, and both parties reserved their rights and
said, we're not contending that we agree with the other
parties' position. So there really was no finding based
on an exhaustive review of evidence that Verizon through
the rate reductions that took place that it cites as
conpliance in this docket now did elimnate all of the
subsi di es.

Access rates in Washington are a product of
residual rate nmaking. |In other words, the conpany's
revenue requirenent is determ ned, and typically access
and certain other rates that are well above the econonic
cost of providing the service make up the difference.
Whatever is left over in the end when you set the

residential rate and the business rate, kind of whatever
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1 is left over typically gets nade up by access. So

2 therefore, again, as a theoretical nmatter, unless you

3 elim nate every penny of overearning by Verizon and are
4 sure that has taken place, you can't really say that

5 this subsidy was elinmnated. So therefore, you have to
6 do it in the context of this docket.

7 Again, on a theoretical basis, all right,

8 what if this Comr ssion agrees with AT&T and Worl dCom

9 and says, you have got to file the reduction going

10 forward, what if that works a great harm on Verizon

11 because they already elimnated all their overearnings
12 in the nerger in the earnings review docket. Verizon

13 has a remedy. | nmean if that's what tips the bal ance

14 from bei ng, you know, at or above their authorized rate
15 of return and tips it into at or belowthe -- to bel ow
16 the authorized rate of return, they can cone in and file
17 a rate case and prove that, in fact, they' re not earning
18 enough, that indeed too nuch subsidy was elim nated from
19 access rates, so they're not wi thout a renedy.
20 AT&T and Worl dCom on the other hand are
21 wi t hout a renmedy, because it was found that they were
22 payi ng $564, 000 a year too nuch, and it was found that
23 they were entitled as conplainants to that anount of
24 reducti on going forward, and that was affirmed by the

25 Superior Court, and it was affirmed by the Court of
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Appeal s, and the Suprenme Court rejected an appeal and
didn't accept cert on that, and now they're not going to
get it, | guess, unless they start over and start a
whol e new case and relitigate the issues and start a new
general rate case | suppose. You know, we're |eft

wi t hout a renedy.

We have an order. Verizon did continue to
litigate, |I think in all candor to the courts, had they
felt that in Decenber of 1998 they had elim nated the
subsi dy as they have contended recently, they shouldn't
have gone to the court and said we need a stay because
otherwise we're going to have to reduce our rates going
forward. Because according to their argunment today,
that was not, in fact, true when they applied for the
stay in the spring of 1999.

| have kept it pretty calm but | just really
need to stress the frustration |evel of both me and ny
clients. [It's been nine nonths now since we won at the
Court of Appeals and over three nonths since the mandate
was issued. We appreciate the Bench's efforts to help
us resolve certain issues. The neeting is what cones to
m nd here. | think the parties need to have sone
di scussions. | don't think, to the extent the Staff and
Verizon have agreed on an additional amunt of refund,

don't think that should be held hostage to a bl essing of
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that as the conplete refund. | think we can continue to
deal with that process. |f Verizon has agreed with
Staff that it's appropriate to make another $1.65
MIlion refund. | think they ought to do that post
hast e.

The math part, working out the nunbers,
that's really fairly easy. It takes a little tinme. W
did it with Qwest. W don't anticipate that's going to
be a problem W do need the data to be shared. Sounds
to me as though Verizon is willing to do that. | don't
t hi nk we need Conmi ssion intervention on that.
Procedurally | think that they can share the
confidential data subject to the protective order with
me, and what we did with Qvwest is | sinply shared
conpany specific information, AT&T specific information
with AT&T only, MCl Worl dCom specific information with
MCI Worl dComonly, and |I think that's the way we can do
it here. W do anticipate that that can be worked out.
For exanple, we did find some m stakes in Qwest's
cal cul ations, and we have corrected those jointly. W
may find the sane thing with Verizon, and so we do want
to | ook at those nunmbers. But | think we assuned that
woul d happen all al ong.

What | don't want to have to do is to spend a

whol e bunch of tinme doing that and then do it all over
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agai n should the Conmm ssion agree with our position that
-- unless we're going to get that refund right away,
then it m ght be useful to go ahead and approve those
nunbers subject to the potential of additional refunds
on top of it. But if we're going to wait for refunds
until the whole thing is determ ned, then |I think we
ought to just do it once once there's been a
deternmination on the going forward issue.

Have | |eft anything out that Your Honor
woul d I'ike to hear about?

JUDGE SCHAER: | don't think so at this
poi nt .

MR. HARLOW Thank you, Your Honor

JUDGE SCHAER: W do have a confidentiality
order in place, and if there are people that are not on
the order that you want to have | ook at things, then, of
course, you can file the form

MR. HARLOW Ri ght.

JUDGE SCHAER: O you can work informally
with Ms. Endejan to work out the process such as you
have descri bed or sonmething else that would linit what
they coul d see.

Ms. Tennyson, did you have any further
coment s?

MS. TENNYSON: | don't believe | do at this
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poi nt.

JUDGE SCHAER: Okay. | think | see utility
in having this neeting that | have mentioned happen no
matt er what happens next, and |I don't know if that would
mean that anything could be resolved or that -- and if
it can't, | think it would still be useful at least in
allowing the parties to describe to ne in alittle bit
nore detail exactly where di sagreenents are, how much
t hey involve, and then the Commi ssion would have to
det erm ne whether we can act fromthat information or
whet her there's going to be any other information we
need to gather. It may be that a report back fromthat
session and then sone kind of briefing on unresol ved
i ssues woul d be sufficient.

But | don't feel that at this nmonment | woul d
be able to wite an order and put the correct nunmbers in
it in the correct way, and so | think it's sufficiently
val uable to start down that path and see, you know, if
there -- what can be resolved, if anything, if you can
reach common factual understandi ng and then just put in
| egal argunment, just to explore what we can do. And we
can either set a date informally, or we can -- | can set
one fromthe Bench. Perhaps it would be wise to have
both a neeting date and a report back date.

Now t his has been back kind of in ny |ap
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since the begi nning of February, and we have called for
comments and follow up comments and have proceeded to
get where we are today. And | agree | wouldn't like
this to go on too nuch longer, but I don't, as | say,
feel like |I have adequate information to rule today. So
I'"m going to suggest that we go forward in that way on
the Verizon issues. And as we have al ready di scussed
with the Qnest issues, | will be | ooking for the agreed
order.

It has occurred to ne listening to what has
been tal ked about by M. Harlow that if you come up with
an agreed order in the LSN but don't make the LSN
tomorrow but build in a week or two, then probably we
can deal with schedul es and getting signatures and stil
have it out by the date naned, so you night want to
t hi nk about that when you're putting this together. |
was thinking, okay, | will get this, and we'll get it
out the next day, and that never works. Sonebody gets a
cold and goes honme or sonething.

M5. ENDEJAN:  Your Honor.

JUDGE SCHAER  Yes.

MS. ENDEJAN. Just to nove this thing al ong
because we too would like to get this wapped up, could
we propose that we have a neeting of the parties

sonmetinme the week of April 22nd? It's going to involve
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getting -- and we may have to do it tel ephonically
because nmy clients are in Texas. | don't know where
yours are, M. Harl ow.

MR, HARLOWN Well, | would hope we woul d
exchange witten informati on maybe next week, and | can
| ook at it, and nmaybe we can either truncate the neeting
or avoid it all together or narrow the people who need
to be involved, so on and so forth.

M5. ENDEJAN: Let's pick a nmeeting date so we
know we have sone date that we have to do sonething by.

I will get you witten nmaterials so |long as you get to

me signed, you know, agreenents fromthe confidentiality

order.

MR. HARLOW To answer your question, where
are the people, they're out of town. That's all | know.
They do it by E-nmail. | have no clue where they are.

MS. ENDEJAN. Right.

JUDGE SCHAER: Let ne suggest that we go off
the record for a few mnutes, give the court reporter a
break, maybe take five mnutes to stretch, and then this
is the kind of thing we can tal k about when we pick a
date but also gives sone |leeway to the parties to nove
that date around wi thout having to consult me. And so
it's 5 mnutes to 3:00, why don't we call this our

afternoon break, and we will be off the record unti
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3:10. We're off the record.

(Brief recess.)

JUDGE SCHAER: Let's be back on the record
after our afternoon recess. At the tine that we broke
for the recess, Ms. Ander|l representing Qumest/U S West
asked to be excused fromthe remai nder of the hearing
and was excused.

During the tine we were off the record, there
was a di scussion of where we should go fromhere in
terms of resolving the remaining disputes in this
matter, and the parties have agreed to have a neeting to
try to reach common factual understanding, and then if
there are issues that are not resolved anong them to
brief those issues. And I'mgoing to ask M. Harlow to
report out on that and then ask Ms. Endejan and
Ms. Tennyson to comment if they have any comments to
add.

Go ahead, M. Harl ow.

MR, HARLOW Thank you, Your Honor. The
parti es have agreed to exchange information subject to
the protective order in this docket and engage in
i nformal di scussions and perhaps resulting in a
resolution of certain issues or agreenent on certain
cal cul ations, perhaps also resulting in a neeting on

April 29th of this year if the matters aren't resol ved



0531

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

prior to that time. The parties propose to file a
report on the outcone of the discussions and the neeting
on May 10th, and assuming that there are still inpasse

i ssues, that the parties will brief their positions on
the i npasse issues also on May 10th, sinultaneous briefs
by all parties, and that the parties would also file
reply briefs on May 17th of this year.

JUDGE SCHAER: And is ny understanding
correct that in the first round report that parties are
going to attenpt to at |east reach an agreenent of
stipulation of the relevant facts so that there will be
no factual issues remaining?

MR. HARLOW Either stipulation on relevant
facts or perhaps stipulation on relevant Conmi ssion
docunents and orders that can formthe basis of the
deci sion on the inpasse issues.

JUDGE SCHAER: Thank you.

Ms. Endejan, did you have anything that you
would Iike to add at this point or comment on?

MS. ENDEJAN: No, Your Honor. | believe that
M. Harl ow has adequately stated what we agreed to prior
to going back on the record. It would be our hope that
we could reach a pronmpt resolution of this case, and
think that the docunent will be -- I'"'mnot quite certain

what the docurment will look like that you will get on
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May 10th, but we will do our best to have the things
that are agreed to clearly delineated and the renaining
items of controversy adequately expl ai ned.

JUDGE SCHAER: Thank you.

Ms. Tennyson, anything el se?

MS. TENNYSON: No, nothing further

JUDGE SCHAER: |s there anything el se that
needs to come before us this afternoon?

MR. HARLOW No, Your Honor.

JUDGE SCHAER: All right, well, thank you al
for your hel pful participation, and | encourage you to
work together and try to help make this process as clear
and as snooth as we can, recognizing that there may be
i ssues where Conmission will have to make deci sions.
Thank you.

(Hearing adjourned at 3:30 p.m)



