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AT&T Communications of the Pacific Northwest, Inc. (“AT&T”) hereby responds to
the second motion of Verizon Northwest Inc. (“Verizon”) to drike certain testimony filed by
AT&T and for summary determination (“ Second Verizon Motion”). The Second Verizon
Moation states no grounds on which Verizon is entitled to strike testimony or to summary
determination on any issuein this proceeding. AT&T, therefore, recommends that the
Commission deny the motion

DISCUSSION

1 The Commission Should Deny Verizon’s Motion to Strike Testimony.

Verizon seeks to strike portions of the testimony of Dr. Lee L. Sdwyn that (1) makes
any reference to Verizon's affiliate, Verizon Long Digtance (“VLD"), (2) dleged isinternaly
inconsgtent, and (3) proposes adifferent imputation andyd's than the Commission hasusad in
the past. All of thistestimony properly supportsthe dlegationsin AT&T's Complaint, and
Verizon hasfailed to Sate any legitimate basis on which it should be stricken.

a. VLD



Verizon clams that testimony concerning VLD should be stricken because AT& T did
not name VLD asaparty in the Complaint. AT&T, however, isnot making any clams agangt
VLD inthe Complaint or in Dr. Sdwyn’'stestimony. Rather, AT& T has presented evidence
that Verizon and its affiliates that provide long distance services in Washington share marketing,
billing, and other costs incurred to provide toll service and that Verizon uses improper cost
dlocation to artificidly reduce the costs of Verizon'stoll service for purposes of caculating an
imputed price floor. Verizon, not VLD, isthe entity accused of anticompetitive and improper
conduct, and thus Verizon is the sole party AT& T named inits Complaint. The fact that
AT&T doesnot name VLD in its Complaint does not preclude AT& T from supporting its
dlegations againg Verizon — including presenting evidence with respect to the cogtsincurred or
likdy incurred by VLD or other carriers that share costs with, or otherwise enjoy preferentia
trestment from, Verizon.

Verizon primarily appearsto be atempting to defend VLD from what Verizon
perceives as an “attack” by AT& T on VLD’ s plansand costs. AT& T has made no formal
cdamsagang VLD or requested any Commission action againg, or relief from, VLD. No
defense of VLD, therefore, is necessary. Evenif it were, counsd for Verizon has not appeared
on behdf of VLD in this proceeding, and Verizon lacks standing to undertake the defense of a
third party. If Verizon seeksto maintain the fiction that Verizon and its ffiliates are entirdly
separate companies, Verizon must be consstent. Verizon may not represent the interests of
VLD any more than Verizon may represent the interests of Qwest or any other third party.

Findly, Verizon contendsthat AT& T has presented insufficient evidence to prove any
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cogsincurred by VLD in providing toll services. Verizon certainly may make that argument as
part of its case, but the dleged insufficiency of evidence is no grounds on which to request that
the evidence be stricken.
b. Alleged Internal Inconsistency

Verizon's second bass for striking testimony filed by Dr. Sdwyn isthat his rebuttal
testimony isinconsstent with his direct tesimony on the issue of adjustmentsto Verizon's
imputation study. Again, Verizon is entitled to cross-examine or otherwise explore any
inconggenciesit believes exis in Dr. Sdwyn’ stestimony, but Verizon's beief that an
incondstency exists is no ground on which any portion of the testimony should be stricken.

C. | mputation

Verizon'sthird ground for gtriking portions of Dr. Sdwyn’stestimony isthat his
discusson of aproper caculation of billing and collection and retailing/marketing activities costs
for imputation purposes “ proposes to change (or nullify) a Commission policy.” Second
Verizon Motion a 5. ASAT&T explainsin its response to Verizon'sfirst motion to strike, the
Commission higtoricaly, and properly, has consdered such clams following the evidentiary
hearing to enable the Commission to make afully informed decison. The Commission should
continue to follow that practice.

Even if the Commission chose to addressthis lega issue now, Verizon isincorrect.
The Commisson rule on prices for competitively classfied services offered by a company that
isnot classfied as competitive expresdy permits Commission consideration of Dr. Sdwyn's
proposed cost analysis:
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The rates, charges, and prices of services classified as competitive

under RCW 80.36.330 must cover the cost of providing the service.

Costs must be determined using along-run incrementa cost analys's,

including as part of the incrementa cog, the price charged by the

offering company to other teecommunications companies for any

essentid function used to provide the service, or any other

commission-approved cost method.
WA C 480-80-204(6) (emphasis added). The Commisson has not limited itsdf to
congderation of an incremental cost analysis under the rule, and Dr. Selwyn proposes that the
Commission approve and use a modified cost andysis under the circumstances presented here.

Such tesimony is fully congstent with the Commisson rule. Nor has the Commission ever

determined that this rule precludes the Commission from imposing additiond requirements
when undertaking an appropriate imputation andysis." Verizon thus hasidentified no basison

which Dr. Sdwyn’'s analysis could or should be stricken.

! To the contrary, AT& T and other interested parties proposed that the Commission adopt a
rule establishing an imputation sandard during the last rulemaking on tdecommunications rules,
but Staff refused to include that proposal as being outside the scope of that rulemaking. While
WA C 480-80-204(6) incorporates some of the concepts of an imputation test, it does not, nor
was it intended to, establish al gppropriate condderations when conducting an imputation
andyds. The Commission has developed such considerations on an individual case basis
under the circumstances presented, precisaly as Dr. Salwyn has proposed to do in this
proceeding.

AT&T RESPONSE TO SECOND

VERIZON MOTION TO STRIKE -4
22003



2. Verizon IsNot Entitled to Summary Deter mination on the | ssue of
| mputation.

Asistrue of Verizon'sfirs motion to strike and for summary determination, Verizon's
moation for summary determination on imputation is predicated on the Commisson granting
Verizon'smotion to strike. Second Verizon Motion a 7. If the Commission denies that
motion, therefore, Verizon's motion for summary determination aso should be denied.
Verizon, moreover, basesits motion solely on prefiled testimony, which is not evidence, has
not been subject to cross-examination, and cannot form the bads for summary determination of
contested issues of fact.

CONCLUSION

Verizon has stated no basis on which the Commission should strike any portion of the
testimony filed by AT&T or on which the Commission should grant summary determination of
any contested issue in this proceeding.  Accordingly, the Commission should deny the Second
Verizon Motion.

DATED this 20th day of February, 2003.

DAVISWRIGHT TREMAINE LLP

Attorneys for AT& T Communications of the
Pecific Northwest, Inc.

By

Gregory J. Kopta
WSBA No. 20519
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