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PLEASE STATE YOUR NAME, POSITION, EMPLOYER, AND BUSINESS
ADDRESS.

My name is Kenneth L. Wilson. | am a Senior Consultant and Technical Witness with
Boulder Telecommunications Consultants, LLC. My business address is'OBiraat,
Boulder, Colorado, 80302. | am filing this testimony on behalf of MetroNet Services

Corporation (MetroNet).

PLEASE REVIEW YOUR EDUCATION AND RELEVANT WORK
EXPERIENCE.

| received a BS in Electrical Engineering from Oklahoma State University in 1972. |
received an MS in Electrical Engineering from the University of lllinois in 1974. |
completed all the course work for a Ph.D. in Electrical Engineering at the University of
lllinois in 1975.

| am in my third year with Boulder Telecommunications Consultants, LLC as
Senior Consultant and Expert Witness. | have represented CLECs in regulatory and civil
forums in dozens of cases over the past three years, primarily in the Qwest 14 state
region. From 1995 through early 1998, | was the Business Management Director for
AT&T in Denver, managing one of the groups responsible for getting AT&T into the
local market in the Qwest states. My primary responsibility was lead negotiator for
AT&T with Qwest in the 14 Qwest states. | was also the senior technical manager in
Denver during that time, leading teams working on local network and interconnection
planning, OSS interface architectures, and the technical aspects of product delivery.

For the 15 years before coming to Denver, | worked at Bell Labs in New Jersey in
a variety of positions. From January 1994 through May 1995, | led a team at Bell Labs
investigating the various network infrastructure alternatives for entering the local
telecommunications market. From 1992 through 1993, | was one of the key team leaders

on a project to reduce AT&T's capital budget for network infrastructure. From 1986
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through 1992, | led a Bell Labs group that was responsible for network performance
planning and assurance for AT&T Business Markets. From 1983 through 1985, | was a
member of the first AT&T Bell Labs cellular terminal design team. From 1980 through
1982, | was a member of a network architecture and network planning team at Bell Labs
for AT&T's long distance services.

WHAT IS YOUR PURPOSE IN FILING THIS TESTIMONY?

| intend to address one aspect of how Qwest uses its market power to craft tariffs and
price lists that effectively segment the market so as to provide favorable prices and terms
to its strategic retail customers while making it difficult for resellers such as MetroNet to

be able to obtain the same volume discounts.

WHY IS THIS RELEVANT TO SECTION 271 OF THE
TELECOMMUNICATIONS ACT?

Sections 251(c)(4) and 271(c)(2)(B)(xiv) of the Telecommunications Act require Qwest

to make its services available for resale free of any "unreasonable or discriminatory
conditions or limitations.” This Commission and the FCC must reach a legal conclusion
on whether the issues | have raised amount to unreasonable or discriminatory as a matter
of law under Sections 251 and 271. | am not giving a legal opinion on that issue. What |
intend to show is that as a matter of fact, Qwest's tariffs and price lists discriminate
against resellers and restrict resale in a way that | believe is unreasonable based on how

those services are provided.

HOW DOES QWEST DISCRIMINATE AGAINST RESELLERS AND
RESTRICT RESALE IN AN UNREASONABLE AND DISCRIMINATORY
MANNER?

Qwest discriminates against resellers and restricts resale in an unreasonable and
discriminatory manner through terms, conditions and pricing schemes that have a

disproportionate impact upon resellers when compared to Qwest's retail customers.
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COULD YOU GIVE ME AN EXAMPLE?

> ©

Yes. The principal vehicle that resellers use in Washington is a service called Centrex
Plus. This is a service that Qwest designed and developed to retain its favored customers,
such as the state of Washington and other large customers who might otherwise have
switched to PBXs. In order to make the service attractive to such large customers, Qwest
offers steep discounts for Centrex lines from regular business line and PBX trunk rates.
For example, in Washington the rate for a business line is over $25. Rates for Centrex
lines can be less than half of that for large customers.

Q. IS THERE ANYTHING WRONG WITH SUCH VOLUME DISCOUNTS?

A. Not necessarily, if they are structured properly and do not discriminate against resellers.

It may well be beneficial to Qwest and ratepayers to keep large customers on the
network, rather than having them switch to other carriers or to alternative technologies
and abandoning lines that are already in place to serve such customers. It is important,

however, that such discounts be made available for resale on an equivalent basis.

Q. WHY IS IT IMPORTANT FOR VOLUME DISCOUNTS TO BE MADE
AVAILABLE FOR RESALE ON NONDISCRIMINATORY TERMS?

A. One reason is to provide an additional incentive to ensure that Qwest does not cross-
subsidize services it provides to its favored customers. If Qwest is forced to offer volume
discounted services to resellers, then presumably it would price its services in a way that
ensures that it can make money on the services regardless of who buys them, a reseller or
a large Qwest retail customer. In other words, it will ensure that the volume discounts it
offers bears some rational relationship to the cost savings that Qwest realizes by

providing a large volume of services.
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DOESN'T CENTREX PLUS DO THIS?

No. Pursuant to the Commission's orders in Docket UT-950200, Qwest offers the same
discount on its lines (called NACSs) to resellers that it offers to its retail custorivéith
Centrex features, however, which this Commission has competitively classified, Qwest
has created the artifice of a "per location"” pricing scheme. What this means is that Qwest
charges a different price for vertical switching features such as conference calling and
speed dialing if a customer has a large number of lines at a single location versus a large
number of lines at multiple locations. The price difference is dramatic. For a customer
with fewer than 20 lines at a location, Qwest charges $6.68 for features per month. For a
customer with over 50 lines at a single location, the customer pays only $1.17 for the

same vertical switching features.

DOES THIS PRICING SCHEME BEAR A RATIONAL RELATIONSHIP TO
COST?

No. In fact it bearso relation to costs. Vertical switching features reside within the
central office switch. Within any given switch, the costs to provide vertical switching
features to any given line are exactly the sanhedeed, if a switch technician were

standing next to the line cards at a switch where a 100 Centrex loops were terminated, he
would have no way of knowing, without checking Qwest's databases, whether those line
cards serve a single location or 100 different geographically disbursed locations. Itis
simply impossible based on current network architecture for switching feature costs to

vary based on the number of lines at a location.

! Although | understand that Qwest originally sought to restrict volume discounts on a location specific basis.
2 Based on Qwest’s Washington Price List, Section 9.1.16, Original Sheet 36, Effective Aug@§030,

? Indeed, depending on how one looks at it, since the features are resident in every switch they are arguably a zero
cost element.
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IS THERE ANY JUSTIFICATION FOR THE QWEST PRICING SCHEME IN
THE WAY SWITCHES PROVIDE CENTREX FEATURES?

No. The switch provides features on a per-loop basis, irrespective of where the loop
terminates. The switch does not distinguish between loops based on geography.
Particular switch features can be assigned to any loop or group of loops. The switch has
no way of knowing the geographic location of the other end of the loop. Feature
assignment is based on phone number, not on loop location. When it comes to the
recurring cost of providing Centrex features to 100 loops, it makes no difference if 100

loops terminate at one location or 100 different locations.

USING YOUR EXAMPLE, PLEASE EXPLAIN HOW THIS KIND OF PRICING
SCHEME DISCRIMINATES AGAINST RESELLERS.

Resellers by nature aggregate geographically disbursed customers for purposes of
obtaining volume discounts that are offered by facilities-based carriers. The FCC's local
competition order requires ILECs to permit CLECs to aggregate their customers for

purposes of volume discounts.. In the Matter of Implementation of the Local

Competition Provisions in the Telecommunications Act of 1996, CC Dockets No. 96-98

and 95-185, First Report and Ordét F.C.C.R. 15499, 15971 (1996). The practical
effect of the location based pricing is to significantly hinder resellers' ability to obtain the
highest level of discounts because their customers are geographically dispersed, not
lumped altogether in a single location. In my view, this is discriminatory against
resellers, as a practical matter, because it costs Qwest no more to provide vertical
switching features to resellers' diverse locations than it does to provide the features to
Qwest's favored large customers.

DOES QWEST'S SGAT ADDRESS THIS ISSUE?

Yes. The SGAT specifically prohibits aggregation of reseller customer locations for

purposes of Centrex volume discounts. SGAT § 6.2.2.9.1.
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HOW DO YOU BELIEVE THE COMMISSION SHOULD ADDRESS THIS
ISSUE?

| believe the Commission should not approve Qwest's SGAT or its Section 271 petition
until Qwest allows resellers to aggregate diverse customer locations for purposes of
obtaining volume discounts. | would allow a qualified and limited exception to this
condition in only one circumstance. The exception would be if Qwest can demonstrate
with verifiable cost studies that the cost to serve different locations varies by the number
of lines served at the location. Three important qualifications would be, first, that the

cost studies need to be reviewed in a public docket (subject to notice and hearing
requirements) in which CLECs can have access to the cost studies, under protective order
if necessary. Second, if an exception is allowed to the no per-location pricing rule for
resellers it would have to be in proportion to the demonstrated cost difference. For
example, a 10 percent cost difference could not support a 100 percent price difference.
Third, even if Qwest could demonstrate location-based cost differences, it may not charge
resellers different prices unless the retail tariff or price list requires location-based

pricing.

IS YOUR RECOMMENDATION APPROPRIATE FOR PRICE-LISTED
SERVICES AND IF SO, WHY?

Yes itis. In this docket, MetroNet is not asking the Commission to change any prices—
whether tariffed or price-listed—at all. Sections 251 and 271 of the Telecommunications
Act apply to all telecommunications services ILECs offer at retail, regardless of how
states may or may not regulate the prices for such services. If the Commission
determines that Qwest’s pricing schemes constitute unreasonable or discriminatory
conditions or limitations on resale, then it should recommend denial of Qwest’'s 271
application or conditional approval as | have outlined above. Qwest is then free to

maintain its pricing scheme or change it in order to obtain Section 271 relief if it wishes.
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The fact that the Act establishes incentives for ILECs to eliminate discrimination and
restrictions against resale and that state commissions play a part in determining if they
have done so in no way implies that this Commission would be exercising price control

over services classified as “competitive” under state law.

Q. DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME?

A. Yes it does.

SEADOCS:869751
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METRONET SERVICES CORPORATION/SEC.271
DOCKET NO. UT-003022

| hereby certify that | served the foregoing SUPPLEMENTAL RESPONSE TESTIMONY OF

KENNETH L.

WILSON FOR METRONET SERVICES CORPORATION on:

Please see attached Service List

by the following indicated method or methods:

[l

[l

by faxing full, true, and correct copies thereof to the attorneys at the fax numbers
shown above, which are the last-known fax numbers for the attorneys' offices, on
the date set forth below. The receiving fax machines were operating at the time of
service and the transmissions were properly completed, according to the attached
confirmation reports.

by mailing full, true, and correct copies thereof in sealed, first-class postage-
prepaid envelopes, addressed to the attorneys as shown above, the last-known
office addresses of the attorneys, and deposited with the United States Postal
Service at Seattle, Washington, on the date set forth below.

by sending full, true and correct copies thereofowiarnight courier in sealed,
prepaid envelopes, addressed to the attorneys as shown above, the last-known
office addresses of the attorneys, on the date set forth below.

by causing full, true and correct copies thereof thdred-deliveredto the
attorneys at the attorneys' last-known office addresses listed above on the date set
forth below.

By e-mailing to the e-mail addresses as noted on attached service list

DATED this 3f' day of October, 2000.
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SERVICE LIST
DOCKET NO. UT-003022

Margaret Bumgarner
Qwest

1600 " Avenue, Rm. 2803
Seattle, WA 98191

PH: (206) 345-4360

FX: (206) 345-5134

Lisa Anderl

Qwest

1600 " Avenue, Rm. 3206
Seattle, WA 98101

PH: (206) 345-1574

FX: (206) 343-4040

e-mail:mbumgar@notes.mnet.uswest.cone-mail: landerl@uswest.com

Steven Beck

Senior Attorney

U S WEST Communications, Inc.
1801 California Street, Ste. 5100
Denver, CO 80202

PH: (303) 672-2736

FX: (303) 295-7096

e-mail: srbeck@uswest.com

McLeod USA Telecommunications Svcs.
6400 C Street, SW
Cepar Rapids, 1A 52406

Nigel Bates

Electric Lightwave
4400 NE 77nd Avenue
Vancouver, WA 98662
PH: (360) 816-5001
FX: (360) 816-3821

e-mail: nbates@eli.net
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Kara Sacilotto

Perkins Coie

607 14" Street, NW
Washington, DC 20005-2011
PH: (202) 434-1633

FX: (202) 434-1690

e-mail: sacik@perkinscoie.com

Kaylene Anderson

Nextlink Washington, Inc. )(T582)
1000 Denny Way, Suite 200
Seattle, WA 98109

PH: (206) 315-6317

FX: (206) 315-6330
e-mail:ksanderson@nextlink.com

Penny Bewick

New Edge Network

3000 Columbia House Blvd., Ste. 106
Vancouver, WA 98661

e-mail: pbewick@newedgenetworks.com
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Greg Bogus

Metronet Services

800 Stewart Street, Ste. 300
Seattle, WA 98101

PH: (206) 223-1400

FX: (206) 682-7997

e-mail: greqg.bogus@foxinternet.net

Laura lzon

Covad Communications Company
4250 Burton Dr.

Santa Clara, CA 95054

PH: (408) 987-1105

FX: (408) 987-1111

e-mail: lizon@covad.com

Rhonda Weaver

AT&T Communications

1501 S. Capitol Way, Ste. 204
Olympia, WA 98501

PH: (360) 705-3677

FX: (360) 705-4177

e-mail: rhondaweaver.@att.com

Nancy Judy

AVP External Affairs
United Telephone
Northwest

902 Wasco Street
M.S. A0412

Hood River, OR 97031
PH: (541) 387-9265
FX: (541) 387-9753
e-mail: nancyj@sprintnw.com

Company of

Christine Mailloux, Associate General
Counsel

Northpoint Communications

303 Second Street

San Francisco, CA 94107

PH: (415) 365-7576

FX: (415) 403-4004

e-mail: cmailloux@northpointcom.com
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Marti Allbright

Mpower Communications
5711 S. Benton Circle
Littleton, CO 80123

PH: (303) 798-9531

FX: (303) 798-9534

e-mail: marti@allbright.org

Julia Waysdorf

DonnaMozine

ICG Communications, Inc.

161 Inverness Drive West

Englewood, CO 80112

PH: (303) 414-5414

FX: (303) 414-5817

e-mail: julia_waysdorf@icgcomm.com

Andrew Isar, Director — State Affairs
Telecommunications Resellers Assoc.
3220 Uddenberg Lane, Suite 4

Gig Harbor, WA 98335

PH: (253) 851-6700

FX: (253) 851-6474

e-mail: aisar@harbor-group.com

Rich Lipman
McLeod USA

th&é400 C Street, SW

Cedar Rapids, 1A 52406

PH: (319) 790-6259

FX: (319) 790-7008
e-mail:rlipman@mcleodusa.com

Sue Williams

JATO Communications Corporation
1099 18' Street, Ste. 2200

Denver, CO 80202
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Eric S. Heath

Sprint

MS: NVLSVBO0207

330 S. Valley View Blvd.
Las Vegas, NV 89107
PH: (702) 244-6541

FX: (702) 244-7380

e-mail: eric.s.heath@mail.sprint.com

Gregory J. Kopta
Davis Wright Tremaine
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Ann Hopfenbeck

WorldCom

707 17" Street, Suite 3600

Denver, CO 80202

PH: (303) 390-6106

FX: (303) 390-6333

e-mail: Ann.Hopfenbeck@wcom.com

Dennis Ahlers, Senior Attorney
Eschelon Telecom, Inc.

2600 Century Square, 1501 Fourth Avenué30 Second Avenue, S. Ste. 1200

Seattle, WA 98101-1688
PH: (206) 622-3150

FX: (206) 628-7699

e-mail: gregkopta@dwt.com

Mark P. Trinchero
Davis Wright Tremaine

1300 SW 5 Avenue, Suite 2300

Portland, OR 97201-5682
PH: (503) 241-2300
FX: (503) 778-5299

e-mail: marktrinchero@dwt.com

Robert Cromwell

Assistant Attorney General
Public Counsel

900 4" Avenue, Suite 2000
Seattle, WA 98164

PH: (206) 389-2055

FX: (206) 389-2058

e-mail: robertcl@atg.wa.gov

Mary B. Tribby

AT&T Law Department

1875 Lawrence St., Ste. 1500
Denver, CO 80202

PH: (303) 298-6508

FX: (303) 298-6301

e-mail: mbtribby@att.com
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Minneapolis, MN 55402

PH: (612) 436-6249

FX: (612) 376-4411

e-mail: ddahlers@eschelon.com

Shannon E. Smith

Assistant Attorney General

Attorney General’'s Office

1400 South Evergreen Park Dr., SW
P. O. Box 40128

Olympia, WA 98504-0128

PH: (360) 664-1189

FX: (360) 586-5522

e-mail: ssmith@wutc.wa.gov

R. Dale Dixon, Jr.

Davis Wright Termaine LLP

1300 SW Fifth Avenue, Ste. 2300
Portland, OR 97201

PH: (503) 241-2300

FX: (503) 778-5441

e-mail: daledixon@dwt.com

Robert E. Cattanach

Qwest

Dorsey & Whitney, LLP

Pillsbury Center South

220 South Sixth Street

Minneapolis, MN 55402

PH: (612) 340-2873

FX: (612) 340-2807

e-mail: cattanach.robert@dorseylaw.com
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Kathryn L. Thomas

VP Regulatory & Public Policy
Advanced Telcom Group, Inc.
100 Stony Point Road, Ste. 130
Santa Rosa, CA 95401

PH: (707) 535-8999

FX: (707) 284-5001

e-mail: kthomas@atgi.net
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Lisa Rackner

Ater Wynne

222 SW Columbia, #1800
Portland, OR 97201-6618
PH: (503) 226-1191

FX: (503) 226-0079

e-mail: Ifr@aterwynne.com



