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BEFORE THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON

COWM SSI ON
In the Matter of the Petition )
of ) DOCKET NO. UT-011439
) Vol une VI
VERI ZON NORTHWEST, INC., for ) Pages 210 - 429

Wai ver of WAC 480-120-071(2)(a). )

A hearing in the above natter was held on
January 23, 2003, at 9:40 a.m, at 1300 South Evergreen
Park Drive Southwest, O ynpia, Washington, before
Adm ni strative Law Judge THEODORA MACE, Chairwoman
MARI LYN SHOMALTER, Commi ssioners Rl CHARD HEMSTAD and

PATRI CK OSHI E.

The parties were present as follows:

QWNEST CORPORATI ON, by DOUGLAS N. OWENS,
Attorney at Law, 1325 Fourth Avenue, Suite 940,
Seattl e, Washington 98101; tel ephone, (206) 748-0367.

THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON
COW SSI ON, by GREGORY J. TRAUTMAN, Assistant Attorney
General, 1400 South Evergreen Park Drive Sout hwest,
Post O fice Box 40128, O ynpia, Washington 98504;
t el ephone, (360) 664-1187.

VERI ZON NORTHWEST, | NC., by JUDI TH A.
ENDEJAN, Attorney at Law, Graham and Dunn, 1420 Fifth
Avenue, 33rd Fl oor, Seattle, Washington 98101;
t el ephone, (206) 340-9694.

RCC M NNESOTA, INC., by BROOKS E. HARLOW
Attorney at Law, MIler Nash, 601 Union Street, Suite
4400, Seattle, Washington 98101; tel ephone, (206)
622- 8484.

Kathryn T. W/l son, CCR
Court Reporter
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PROCEEDI NGS

JUDGE MACE: Let's be on the record in Docket
No. UT-011439, and this is the second day of hearing,
and we're still waiting for all the comm ssioners to be
on the Bench, but | wanted to address the issue of the
Revi sed Exhibit No. 4 and just briefly the situation
with the maps and the exchange territory of Qmest and
CenturyTel. M. Owens, would you just briefly indicate
what you are going to do about that to clarify the
situation?

MR, ONENS: |'d be happy to. Subsequent to
t he concl usi on of cross-exam nation of Ms. Ruosch
yesterday based on her answers, Qaest went and exam ned
the actual Commi ssion official maps for the various
conpanies in the area. W determ ned an assunption
that is underlying nmy questions -- nanely, that
CenturyTel 's Nespel em exchange was i medi ately to the
east of the Eastern boundary of Quwest's Omak
exchange -- was incorrect and that, in fact, there is
an area of unfiled territory there. So what we propose
to dois to -- that is, Verizon will nodify its Exhibit
4 to show that on these two eastern-npst sections on
the northern part of the depiction, there should be a
nort h-south boundary designating the eastern extent of

the Qmest Omek exchange.



0216

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Qvest will also at the time of M. Hubbard
taking the stand subnit a revised Exhibit 64, which
shows in place of the | egend CenturyTel - Nespelemin
that area the legend unfiled. At that tine, we wll
al so propose an additional map which depicts a little
to the east of the current maps showi ng exactly where
CenturyTel's western boundary of a Nespel em exchange is
and some CenturyTel facilities in that area, and |'ve
di scussed that with the parties.

JUDGE MACE: Thank you. We'll |ook forward
to getting those revisions.

MR, ONENS: | did want to say that it was
sinmply incorrect information on my part that led to ny
asking Ms. Ruosch questions that were predicated on the
notion that both conpanies would have to traverse the
CenturyTel exchange, and | didn't nean to m sl ead
anybody.

JUDGE MACE: Thank you.

MS. ENDEJAN.  Your Honor, Judy Endejan for
Verizon. We will be submitting a revised Exhibit No. 4
that will show the two little square geographic areas
that are, in fact, as it turns out, unfiled territory,
and we will be doing that this norning.

JUDGE MACE: Thank you very nmuch. Let's

proceed then to the next w tness we have schedul ed,
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Dr. Danner.

(Wtness sworn.)

DI RECT EXAM NATI ON
BY MS. ENDEJAN:

Q Good norning, Dr. Danner. Could you please
state your full nane and busi ness address for the
record?

A. My nane is Carl Danner. M business address
is 100 Bush Street, Suite 1650, San Francisco,

Cal i fornia, 94104.

Q Dr. Danner, do you have in front of you what
has been marked as Exhibit 30-T, which is your direct
testi nony, dated March 6th, 2002?

A Yes, | do.

Q Do you al so have in front of you what has
been marked Exhibit 32-T, which is your reply
testi nony, dated May 15th, 20027

A Yes, | do.

Q Do you also have in front of you what's been
mar ked as Exhibit No. 33-T, which is your July 5th,
2002, reply testinony?

A Yes, | do.

Q And finally, Dr. Danner, do you have in front
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of you your reply testinony dated Decenber 24th, 2002,
whi ch has been marked Exhibit 35-T?

A Yes, | believe | have all of that.

Q I'"m going to ask you these questions as they
relate to each set of your testinony. Do you have any
additions or corrections you would like to nake to any
of the four pieces of prefiled testinony that we've
just identified?

A No.

Q If | were to ask you the questions that
appear in each of these exhibits, would your answers
remai n the sane?

A Yes, they woul d.

Q Are they true and correct to the best of your
knowl edge and under st andi ng?

A Yes, they are.

Q Thank you, Dr. Danner

MS. ENDEJAN:. Dr. Danner is available for
cross-exam nation, and | will nove for the adm ssion of
all four pieces of his testinobny at the concl usion of
Cross-exam nation.

JUDGE MACE: M. Traut man?
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CROSS- EXAM NATI ON

BY MR. TRAUTMAN

Q Good norning, Dr. Danner

A Good nor ni ng.

Q I'"'m Greg Trautman, assistant attorney genera
for the Conm ssion staff. First of all, is it correct

that you live and work in California?

A Yes, it is.

Q In preparation for your testinony today, |
assune you've read the line extension rule 480-120-0717

A Yes.

Q Do you understand that Subsection 4 of that
rule pernmits conpanies to recover extension costs

t hrough term nati ng access?

A Yes.

Q But it does not conpel that recovery;
correct?

A | believe the company has to apply for it,
right.

Q Referring now to what was marked as Exhi bit

215, that was a five-page set of Verizon responses to
staff data request, and I'mreferring specifically to
Dat a Request 116.

JUDGE MACE: This appears as one of

Ms. Ruosch's exhibits.
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MR, TRAUTMAN: Correct.

MS. ENDEJAN: Let ne find the docunent,

pl ease.
JUDGE MACE: Which discovery request was it?
MR, TRAUTMAN: 116.
THE WTNESS: | think | have that, yes.
Q (By M. Trautman) | just want to confirm

the question is, "Did Dr. Danner review the tariff,6"
and the tariff referred to was the May 2nd tariff
filing by Verizon to the Comm ssion that was | ater
allowed to go into effect on July 10th.

Wth respect to that, did you review that
prior to your May 15th, 2002, testinony in this case,
and the answer is no, and then the followup is, "Wen
did he first reviewthe tariff and the cost support

associated with it," and the suppl enental response
dated January 20th, 2003 is that you have not reviewed
the tariff or the cost support associated with it; is
that correct?

A Yes. | understand this to be related to a

particular |ine extension file-up

Q The question would be, did you review the
tariff filing at all, any of the |line extensions?
A Do you nean the specific line extensions; in

ot her words, the recovery by Verizon of costs for
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particul ar projects?

Q For the projects that were covered by this
May 2nd tariff, yes.

A I don't believe | did.

Q Al right. Turning to your testinony, which
is Exhibit 35-T, this would be your reply testinony of
Decenber 24th, and if you would turn to Page 4.
Starting at the top of the page, you discuss the
benefits to all applicants for tel ephone service if
only sone applicants receive that service, and you
respond that having a nearby working connection for
urgent or energency calls will benefit other applicants
who have no service and perhaps permt themto nmeke
other calls under informal agreenents; is that correct?

A Yes.

Q Woul d such an arrangenent be better or worse
than a party line?

A You nean in ternms of benefit to the

customers?

Q Correct.

A | think a party line m ght be nore conveni ent
for that.

Q In that sanme testinony on Page 5, and this is

at the bottom of Page 5, you testify that RCC has

tested wirel ess 911 access on its network and confirns
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that it connects callers in both the Taylor and the

Ti mm Ranch | ocations to a | ocal PSAP, which stands for

"public safety answering point"; is that correct?
A Yes.
Q Is it Verizon's position that connection to a

PSAP outside the county from which the 911 cal
originated is the appropriate standard for the State of
Washi ngt on?

A There are standards -- | think they are in
federal law and rule. [|'mnot sure what they are for
the state -- that relate to |locations that all carriers
are supposed to connect calls. | know where | live in
California that when | call 911 from ny wirel ess phone,
I think I get connected to Fairfield, which is an
adj oi ning county, but then calls are pretty quickly
switched to the appropriate |ocation, so it is
Verizon's position, as | understand it, that this is an
appropriate routing for these calls.

Q In your opinion, is a nearby working wrel ess
t el ephone connection a substitute in an econonic sense
for a wirel ess connection of your own?

A It can be, yes.

Q Is it a substitute for a wireline connection
of one's own?

A Yes, it can be.
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1 Q I"'mturning nowto two references in Exhibit
2 30-T, and that was your testinony of March the 6th, and
3 essentially just referencing your footnotes 5 and 8, if
4 you | ooked at Pages 9 and 14, you will see that you

5 cite FCC publications.

6 JUDGE MACE: G ve us a nonment to get there.

7 MR, TRAUTMAN: On Pages 9 and 14, there is

8 footnotes 5 and 8.

9 THE W TNESS: Yes, | have those.

10 CHAI RMOVAN SHOWALTER: I f you say the exhibit
11 nunber and qui ckly the page nunber -- you have to say
12 the exhibit nunber, see that we are at the exhibit

13 nunber, then the page nunmber. O herw se, our ol der

14 over-50 m nds cannot hold this all in our heads while

15 we are | ooking, so what exhibit nunber?

16 MR. TRAUTMAN:  32.
17 CHAl RWOVAN SHOWALTER:  What page?
18 MR. TRAUTMAN: Pages 9 and 14 each have a

19 footnote. There is footnote 5 and footnote 8, each

20 referring to an FCC report, "Trends in Tel ephone

21 Service," August 2001

22 Q (By M. Trautman) Having that in mnd, are
23 you aware that the FCC released its |atest report on
24 t el ephone subscribership in the United States on

25 Novenmber 8th, 2002, and this would be what's been
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mar ked as Exhi bit 38.

A I have five or six pages that you provided
that | ook |ike they conme fromthat report.

Q That's correct. And we did that in the
interest of brevity. It is the executive summary of
the entire report. The entire report is available
online. So you have the five pages that | reference.
If you could turn to Page 2 of that report.

JUDGE MACE: Now you are referring to Exhibit
38?2
MR, TRAUTMAN: | am

Q (By M. Trautman) |If you | ook down to the
second paragraph fromthe bottom and this was a
Novenber 2001 survey, and househol ds were asked what
type of phones they had. Wiile it indicated that it
was not a conplete reporting of those who responded, do
you see that it indicates 1.2 percent of the househol ds
i ndi cated that they had only wirel ess phones?

A Yes, and that's consistent with the
substitution discussion we were just having.

Q Is it not true that nore househol ds have
wi reline phones than wirel ess?

A. I don't know. At present, there are
approximately 140 mllion wirel ess phones in operation

in the United States, nearly half the population. |
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presune that there are a significant nunber of people
with wireline phones who do not have wi rel ess phones,

but | don't know for sure.

Q Is it true that sone househol ds have bot h?
A. | believe so, certainly, yes.
Q Woul d this suggest that a wireless phone is a

conpl enmentary service rather than a substitute for
wireline?

A Again, it can be, but the data you just
pointed me to indicated conplete substitution for at
| east a portion of the households, which is consistent

with other reports |'ve seen.

Q From 1.2 percent; correct?
A Yes.
Q Do you know whet her the Washi ngt on Conmm ssion

has found that wirel ess tel ecomunications is an
effective conpetition for wireline tel econmunications?
Do you know whet her they have or haven't?

A. | don't know if they've reached that issue or
not .

Q Assuni ng for the purpose of the question that
t hey have not yet found that wireless
t el ecommuni cations are effective conpetition for
wireline tel ecommunications in Seattle, assum ng that

that were the case, on what basis could it find that
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the presence of a weak wireless signal is an effective
substitute for wireline comunications?

A Well, your question is kind of conpound. It
contai ns a nunber of presunptions. "Effective
conpetition" is a termthat is often used to descri be
the situation in the market where there is enough
pricing pressure fromalternatives in the market so
that no one provider could exercise market power.

You can have a situation where two goods are
perfect substitutes for each other, but one does not
exercise effective conpetition on the other because
it's new or hasn't been adopted by a |arge nunber of
custoners yet, or perhaps its price hasn't fallen far
enough yet, concerns like that. So there is nothing
i nconsistent with the two prem ses that you offer in
your hypot heti cal

Q If you could turn now to Exhibit 32-T --
that's your testinony of May 15th. | don't have the
exact page at this point. Let ne ask you, do you
recall stating that when you refer to the line
extension rule, you state that it excludes conmercia
ext ensi ons and extensions to housing devel opments?

A. That is nmy understanding of the rule. |
don't know exactly where |'ve said that in this piece

of testinony.
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Q Let nme ask you this: Do you understand that
the rul e expressly includes farmouses?

A I["mnot sure. | don't renenber that.

Q Woul d you accept, subject to check, that, in
fact, the definition of "prem ses” in the rule includes
f ar mhouses?

A I could accept that. | could look at the
rul e and check that.

Q Staying on this sane testinony, Pages 3
through 4, and in this discussion, you are responding
to M. Shirley's discussion of Washington | egislation,
the Washi ngton statutes, and | believe he refers to
80.36.090 in the RCW's, which is often called the
obligation-to-serve statute, and al so 80. 36. 300, which
has the various policies that the state has to follow

| believe you indicate that since these
statutes were in effect prior to the |ine extension
rul e under previous line extension tariffs; is that
correct. To that point, am| correctly stating?

A Yes, that's what | discuss.

Q At that tinme, nost of the tariffs required
customers to pay $440 per tenth of a mle extension
construction?

A | don't know about npbst of the tariffs. |

did | ook at Verizon's tariff.
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And theirs did?

Correct.
JUDGE MACE: | didn't hear your response.
THE WTNESS: | said that | don't know about

nost of the tariffs, but | did | ook at Verizon's
tariff, and that's what it did provide.

Q (By M. Trautman) So you could confirmit
with Verizon. Gven that, you state that therefore, it
woul d be clearly proper for the Comm ssion to determ ne
that the obligation-to-serve statute and the policy
associated with it need not be followed at the |eve
and investnent associated with the extensions in this
case; correct?

A. No, | don't think |I said quite that. | said
that the law is broad enough to pernit |ine extension
policies other than the one that is currently in effect
in the state, and obviously, to permt a policy such as
was contained in the prior tariff. It would not
violate the statutes to do so since those tariffs were
in effect for many years under these statutes. That
was a response to M. Shirley's assertions to the
contrary.

Q Let nme ask you this: Is it Verizon's
position that at sone |lower |evel of investnent than

that which is required by either the Taylor or Timm
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extensi ons but nevertheless the | evel of investnent
that woul d not be recouped by a custoner's paynent,
which is $520, is it your position that at sone |eve
| ower than that required by these extensions that
Veri zon woul d have an obligation to provide the

ext ensi on?

MS. ENDEJAN. | respectfully object because
frankly don't think I follow that question. | don't
know if the witness understood it, but | certainly
didn't.

CHAl RAMOMAN SHOWALTER: | didn't either

JUDGE MACE: Can you work at revising that,
M. Traut man?

Q (By M. Trautman) Verizon's position is that
it should not have to provide the current extensions
given their expense. |Is that not correct?

A More or less, yes. Verizon has applied for a
wai ver based on the cost of the extensions, yes.

Q Is there sonme | esser |evel of expense at
whi ch you woul d say that there would be an obligation
to provide the extension?

A At the nonment, there is an obligation to
provi de the extension unless the Commi ssion grants a
wai ver. That's a function of the Commi ssion's rules.

Q Let me turn to Page 15. W are still on



0230

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Exhibit 32-T. You say on Lines 9 or 10, "Personally, |
think it is difficult enough to justify a subsidy of
$15, 000 to $20,000 per custoner to provide tel ephone
servi ce, especially under these circunstances,” and
then you say, "to reach the six-figure range as woul d
occur here is clearly going too far."

I's $15,000 or $20,000, are either of those
figures the bright |ine above which service should not
have to be provided?

A. Well, 1 thought a great deal about this
question, and |'m sure the Commission is very concerned
about this as well as to how far is too far, and in ny
testimony, | provide a great many conpari sons and sort
of econom c discussions of alternatives you can think
about to try to evaluate this issue.

It's clear froma matter of sinple economcs
that nmost of the line extensions that the rule permts
don't pass an economic test. They do cost nore than
they are worth, but economics is not the sole
determ nant of the Conmmi ssion's policy and economics is
not the sole determ nant of universal service concerns
and other things the Conmission is responding to in
pronoting the rule.

| thought long and hard about this and tried

to come up with sone levels at which it woul d nmake
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sense to call a halt to this or say that some pl aces
are too far out; some burdens are too great for other
custoners and the conpany to bear. The figure of 15-
to $20,000 here, you can back out a nunber of ways.
One way of thinking about this is, are we creating
anyt hing of value that corresponds to the cost that's
bei ng expended? | talk a fair anobunt in nmy testinony
about that.

wWell, 15- to $20,000 range, what you are
saying essentially to a custoner -- it's kind of like a
hypot hetical -- would you rather have a new car, or
woul d you rather have this phone Iine? |Is the phone

line worth as nuch as a new car would be? It seens to

me that's starting to stretch it. [It's particularly in
terms of the custoners who are paying the bill for
t hat .

Anot her way you could think of that is you
could take the basic rate the Comm ssion requires
Verizon to charge for service, which is about $13. You
add the FCC portion of that and you get to the vicinity
of $20. You could ask yourself, what kind of capita
i nvestment could you actually support on a
$20- per-nmonth rate on an econonic basis, and if you
just go in and back-of-the-envel ope kind of thing and

say maybe a 15 percent capital recovery factor, you
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could find your way to about $1,600 is what you can

support on a $20-basis rate. So if you say, Al right,

we are going to have the custonmer pay for that and we

will foot the bill for the rest, $16,000 is about ten

ti mes what the basic rate would support in terms of

capital recovery. That's another idea for a threshold.
|'"ve said el sewhere in ny testinony that |'m

not the authority on this. The Conmi ssion has to make

thi s deci sion based on weighing a variety of

consi derations, but these are sone of the things that |

t hought about in getting to this kind of |evel and

sayi ng, going beyond that and forcing the other

rat epayers to pay for it is too nuch.

Q My question was 15- or $20,000 the anount,
the limt, and |'mnot sure | got an answer.

A In my view, | think it's an appropriate
limt. | think it depends on other circumstances, and
I don't think there is a bright line you can draw
firmy in the sand, but I'mpretty unconfortable even
going to that level, and going beyond that is, | think,
nore than should occur

Q | believe you indicated earlier that you
weren't aware whether or not Verizon has sought a
greater anount per custoner in any of the extensions

contained in the May 2nd tariff filing.
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A. No, | didn't say that. | have seen the
summary sheets that were discussed yesterday regarding
the sort of average cost per custonmer and total cost of
sonme extensions that have been made. | think there may
be sonme where the per-custonmer cost is higher than this
| evel. They are conpelled to build them under the
Conmmi ssion's rules unless they get a waiver.

Q So it is your testinmony that Verizon has
sought recovery in sonme instances for anounts that are
beyond the | evel you woul d deem accept abl e?

A | suppose you could say that. There is
not hi ng unaccept abl e about asking for recovery, given
the noney was spent under the rule, but | think the
extensi ons were probably nore costly than woul d be
justified.

Q Wuld it be unacceptable to seek recovery for
$49,000 in direct costs from one person?

A Wel |, again, the rule provides for that, so
it is acceptable by definition. | think that may be a
cost that's too high, but it is acceptable to seek
recovery. The rule is there.

Q If you could turn to Page 12 of Exhibit 32-T,
and I'mlooking at Lines 11 to 13, is it correct that
you state here the 1.2 nillion dollars at issue in this

case al one al ready approaches $1.50 per Verizon's
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swi tched access |ine?

A Yes.

Q Is it not correct that terminating access is
pai d by | ong-di stance conpani es that serve al

custoners in Washi ngton who mi ght call a Verizon

cust oner ?
A Yes, | suppose it is.
Q Did any of the |ong-distance conmpanies in

Washi ngton intervene in this case?

A | don't believe so.

Q Is it true that Qnest was brought into the
case through a joinder notion, but none of the other

conpani es intervened; is that correct?

A | don't see AT&T or Worl dCom or others.
Q Is there anyplace in your testinony where you
quantify the harmthat each custonmer will experience,

each custonmer that might pay termnating access
char ges?
A. No, but in principle, those kind of efforts

have been done in the economics literature for years,

but no, | didn't make that cal cul ation.
Q Is there anypl ace where you indicate what the
term nating access charge -- what term nating access

charge woul d need to be applied to recover the ampunts

associated with these expenses?
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A. No. | was focusing on the total revenues.

Q So is there anyplace in your testinony where
you woul d quantify the harmto an individua
sharehol der that would result if these extensions were
constructed?

A | haven't done that. | think that would be a
difficult analysis except for just the nonetary inpact
on the conpany. The shareholders' inpact is ultimtely
due to the change in the stock prices associated with
t hat .

Q Have you quantified as to the sharehol ders
col l ectively?

A Well, the sharehol ders | ose what they are not
allowed to recover fromthese |ine extensions, which is
at present, as | understand it, was defined as
rei nforcenent costs. So you can add those dollars up
by going back to the particular filings and seei ng how
much they have not been allowed to recover.

Q If you could turn back to Exhibit 30-T, which
is your March testinony, and |'mon Page 5. [|'mat the
top of the page, Lines 1 to 4, and you say, "Two of the
fundament al principles of econom cs are as foll ows:

One, people face trade-off's. To get one thing that we
like, we usually have to give up another thing that we

like, and two, the cost of something is what you give



0236

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

up to get it. Do you see that?

A Yes.
Q Now hypot hetically, could such a trade
involve -- froma conpany's standpoint, could that

trade of benefits include acquiescing in a tariff an
exchange for constructing a |ine extension in exchange
for this commission staff's acqui escence?

MS. ENDEJAN. Obj ection

JUDGE MACE: Why don't you go back through
t hat again.

Q (By M. Trautman) Could such a trade from
t he conpany's standpoint include the conpany's agreeing
to construct a line extension in exchange for
Commi ssion staff's acqui escence in a tariff?

MS. ENDEJAN. Obj ection.

CHAl RMOVAN SHOWALTER:  When you say "such a
trade,” | think there has been too nuch intervening.
VWhat is your reference here?

MR, TRAUTMAN: It's a hypothetical. It's
referring to...

CHAI RWOVAN SHOWALTER:  Who is trading with
whon??

MR, TRAUTMAN:. It's referring to Exhibit 213,
which was referred to...

CHAI RWOVAN SHOWALTER: When you said "such a
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trade,” you are making a reference to the testinony, |
t hi nk.

MR, TRAUTMAN: It's a hypothetical. It's
referring to a trade where Verizon would agree to
construct a line extension in exchange for the
Conmi ssion staff's acqui escence in a proposed tariff of
Verizon. Wuld that not be an economic trade-off, and
such a trade-off occurred as is reflected in Exhibit
213.

JUDGE MACE: Hold on a noment while we dea
with that question and refer to Exhibit 213, which is
one of Ms. Ruosch's exhibits.

MS. ENDEJAN. At the appropriate time, |
would like to | odge an objecti on.

JUDGE MACE: Go ahead, Ms. Endej an.

MS. ENDEJAN. | object to apparently what
this line of questioning is seeking, which is to
qguestion Dr. Danner about an exhibit that he didn't
aut hor, apparently has no know edge of and no
participation in about an arrangenent that he al so has
not testified he has know edge of or participated in.

There really is no foundation for this
inquiry, and A and B, | would say it's irrelevant to
the purpose of Dr. Danner's testinobny. C, the question

is relatively inconprehensible because | still don't
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under stand what he's getting at, and | believe those
cover -- | can think of others, but that will do for
now.

JUDGE MACE: M. Trautman?

MR, TRAUTMAN: It's sinply hypothetical. |
asked for a hypothetical. | asked to assune the
conpany woul d do one thing in exchange for another, and
| asked whether that would be included within his
concept of an economic trade-off. [It's his principle.
He stated that that's one of his principles. People
trade one thing to get another. | asked hypothetically
under that hypothetical, would that fit within that
economi ¢ principle.

CHAl RMOVAN SHOWALTER: There have been so
many versions of the question, but is an appropriate
version of the question, is the exanple of when a
conpany strikes a deal with the staff an exanple of an
econonm c trade-off fromthe conpany's point of view,
hypot hetical | y?

MR. TRAUTMAN: That's correct.

CHAl RWNOVAN SHOWALTER:  That seens to be
wi thin the scope of his cross.

THE WTNESS: | think it's inportant to keep
two things straight. One is the flow of dollars. The

other is the actual flow of resources that are
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i nvol ved. \What |'m speaki ng about here principally is
the flow of resources and the idea that when we devote
resources to building sonmething, those are not
available to build something el se that woul d be of
value, and the notion is that it's inportant for us to
use our resources in ways to create the nost value, and
there are a nunber of conparisons | go through
subsequently.
Certainly in a nmonetary sense, conpani es or

i ndi vidual s can make trade-off's in adm nistrative or
| egal proceedings. | kind of hate to say it, but those
are often lunped in the category of transaction costs
and econonics, which are generally understood to not
create much val ue, but yes, | suppose fromthe
conpany's standpoint, if there is sone sort of an
implicit threat or concern about the staff's action, if
they don't go along with a particular point of viewthe
staff is expressing, then the company m ght make a
nonetary trade-off and say, This will cost us so nuch,
but if we have to get on the wong side of the staff,
it mght cost us nore, so let's go this way. That's
possi bl e.

Q (By M. Trautman) Dr. Danner, if a line
extension were constructed under the tariff prior to

2001 and it did not contenplate cost recovery through
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term nating access -- do you have that in mnd?

A So what you are saying is that under the
prior tariff, there was a |line extension. There were
some costs the customer didn't pay, and the conpany
didn't have an explicit provision for recovery of them
t hrough term nating access.

Q Right. G ven that, would inclusion of that
extension in a later tariff filing nmade under the line
extension rule, which provides for term nating access
recovery, would that inclusion effectively nove
recovery fromthat investnment fromthe shareholders to
rat epayers?

A Dependi ng on your assunptions about what
woul d have happened to the investnent otherwi se. There
m ght have been an intervening rate case or other
proceedi ng where that investnent could have been
recovered by the conpany, but if no such thing was to
occur, yes, | think the custoners would end up paying
costs that the conmpany woul d ot herwi se have borne.

Q Coul d you turn to Page 28 of Exhibit 32-T,

and |'mstarting at Line 15.

A That's the reply?

Q Yes.

A | believe | have it.

Q On Line 15, there is a question that begins,
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1 "Is there an obligation on the part of the Commi ssion
2 to informthe public about the inpacts of its line

3 extension policy?" Do you see that?

4 A Yes.

5 Q You respond by saying, "Recovering through a

6 term nating access charge is perhaps the epitonme of a

7 hi dden tax." Do you see that?
8 A. Yes.
9 Q My question is, and you may not know the

10 answer, do you know whether prior to Verizon making its
11 May 2nd tariff filing, do you know whet her Verizon nade
12 any effort to informthe public about its plan or to

13 i nform access payers of its plan?

14 A. I don't know. I'mtalking here about what I
15 t hought the Conmi ssion ought to do.

16 Q Right. But you don't know whether Verizon

17 i nformed access payers of its plan to recover through
18 term nati ng access?

19 A. | don't know. | would presune that AT&T and
20 ot her conpanies |like that would be aware of this, but |
21 don't know.

22 Q Coul d you turn to Page 21 of that sane

23 testi nony, Exhibit 32-T? Do you have that?

24 A Yes, | do.

25 Q At Line 6 to 9, you say that you have no
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reason to dispute Professor Duft's characterization
that, quote, "The Tinmm Ranch is indicative of our

state's agricultural future and fulfills a vital rol
in our state's continued need to produce food stuffs

efficiently while making the best use of avail able

productive resources." |Is that correct?
A Yes.
Q Did you make that statenent after review ng

Prof essor Duft's entire testinony?

A Yes.

Q So may | assune that you al so read Professor
Duft's characterization of the Timm Ranch, which

i ncluded the statenent, and this is at Page 16 of his

testinony -- | assume you've read all of his testinony?
A Yes, | have.
Q He states that in nost every way, the Tinm

Ranch is typical of contenporary cow calf operations

requiring |large acreage and a location in a sparsely

popul ated area. |Is that correct?
A | recall that, yes.
Q Is it also correct in your reply testinony

you did not comment on his statenent that society would
not |ikely accommpdate and conditions would not I|ikely
permt operations of this type and size to be | ocated

in areas other than those that might first appear to be
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renot e?
A | didn't comment on that, no.
Q Did you address the fact of his statenent

that a farner nmight raise two to three thousand cattle,
own 9,000 acres, |ease 30,000 acres fromthe Colville

tribe, and sonetines use up to additional 100,000 acres

JUDGE MACE: M. Trautnman, can | just
interrupt for a monent? Dr. Duft's testinony will be
presumably admitted into the record. Dr. Danner
testified as he testified in his prefiled testinony. |
don't think it's helpful for the record to repeat what
will be or already is in the testinony.

MR, TRAUTMAN:. All right.

Q (By M. Trautman) |If you could turn to Page
24, and |'mat Line 5, and you have the question, "Does
agriculture receive a wide array of public policy

preferences and subsidies,” and you answer in part, "In

general, agricultural interests have --"

JUDGE MACE: |If you could just go to your
question, we do have that testinmony before us, and if
you could just go to your question about it.

MR, TRAUTMAN:. The statenment is necessary

because he states that agriculture interests have |ong

succeeded in exerting considerable political influence.
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JUDGE MACE: We have that before us.

Q (By M. Trautman) You did not coment on
M. Duft's statenments that mail service is provided to
each private residence at the Tinm Ranch; is that
correct?

A | did not cooment on that either. If we
could tal k about what | did coment on.

Q Let me just clarify that Professor Duft
refers to a mail service, comon school education, and
public roads being provided to the Ti mfm Ranch. It
isn't your testinony that those are provided because of
any considerable political influence by the Ti mm Ranch
is that correct?

A. Well, I've done sone work in postal service
with the United States Postal Service, and | think
rural agriculture interests have a definite role in
keepi ng some post offices open

JUDGE MACE: Dr. Danner, could you make sure
your mike is on, and would you speak directly into it?

Q So is it your testinony to the Timm Ranch in
particul ar that those services are provi ded because of
consi derabl e political influence by the Timm Ranch?

A. You know, mny statenent here says, "in

general ," and that's my opinion

Q In Exhibit 30-T on Page 15, |'m | ooking at
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Lines 7 to 8 where you state that rather than
constructing extensions, quote, "It would be |ess

costly to buy these custonmers nice houses that already

have tel ephone lines installed.” 1s that correct?
A Yes.
Q Woul d that sanme principle apply to homes that

receive mail delivery at an expense greater than 37
cents?

A I don't know if you could get enough mail to
justify this kind of subsidy cost to need equi pnent of
a house. It's also true in postal service that
uni versal service calculations aren't quite as
straightforward as they are in tel ephones, because one
of the benefits is of the ability to mail to al
pl aces, but if you received enough mai|l where you were
bei ng subsi dized to the tune of $150,000, then the sanme
conpari son woul d apply, | suppose.

Q Woul d the same conparison apply to school bus
service if this service exceeded the average
contribution of the property taxes to that service?
Woul d you submit they should nove to a different
| ocation rather than provide the bus service where they
are?

A | don't believe the subsidies you are

di scussing, if they are subsidies, and we haven't
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establ i shed that necessarily because |I don't know how
much property tax the Timm Ranch pays on a spread of
that size, we haven't established those are of the
magni tude we are discussing here, so | don't know
really how to respond to your question. Again, | would
find it hard to believe that the cost you are
descri bing could approach this |level.

Q If you could turn to Page 6 of Exhibit 30-T,
and you state on Lines 9 and 10 that it nmakes econom c
sense to go ahead, | should say, and deliver a service
when the result is nore val uable than what is consumed
in making it; correct?

A Yes.

Q Does that principle apply to the subsidized
t el ephone service that is provided throughout a great
deal in Washington?

A In econonmic terms -- well, it's a |onger
di scussion as are many of these questions. |In economc
terms, that's certainly true. Subsidized tel ephone
service in nost of Washington though may be worth
provi di ng where the subsidies aren't |arge because
customers do find value in the service that exceeds
what they are being asked to pay, but as a general
matter, yes. |If it costs nore to provide than it's

worth, than there is an econonmic loss. You may want to
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provide it for other reasons, but there is an econonic
| oss.

Q Does Verizon provide | ocal service in
Washi ngton through average cost pricing?

A | believe it does as the Conm ssion has
required, yes.

Q I's that $13 per nmonth for residential and
about doubl e that for businesses?

A | believe those are the current rates, yes.

Q Do you know what woul d be the range of
nonthly charges if it were priced on a deaveraged cost
basi s?

A | guess there are two conponents to that
question. The first question is whether it was priced
to recover costs at all in the first instance.
understand the $13 is considerably bel ow cost on
average. So the first question is, do you price basic
phone service at its cost to begin wth.

If you are speaking of deaveraging it, as |
referred to el sewhere in ny testinony, there are kind
of administrative or marketing considerations that
limt deaveragi ng for many service providers, and you
woul dn't necessarily -- sure, you wouldn't want to
charge each customer exactly what their service costs,

but deaveragi ng would be a nore econonmically efficient
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way to price the service. It would inpair |oca
conpetition less than the current pricing does. There
are a lot of econom c benefits to having prices nore
closely match costs.

Q Do you know what the range of charges would
be if each custoner paid what their actual cost is for
| ocal service?

A | believe the average cost in Washington is
on the order of $27 or $28 for Verizon's residentia
service. You have to include the FCC charges hel ping
to recover that. The basic |ocal rate would be severa
dol | ars hi gher on average. Depending on the extent of

deaveragi ng you get --

Q Do you know what the range of charges would
be?

A I can only think about the range of charges
if we think about the extent of deaveraging. |If you

are deaveraging into, say, a higher and | ower cost
area, you would average within those. |[If you are
deaveraging within three or four areas, you would have
a greater range of costs. It's not a question you can
answer sinply wi thout knowi ng how many rate groups you
are creating, so |l can't give you a sinple answer to

t hat .

Q Turni ng back to Exhibit 32-T, on Page 2, and



0249

1 at |"'mat the bottom of the page, and at the bottom of
2 the page, you refer to what you call, quote, you say,

3 "M. Shirley's absolutist position." Do you see that?
4 A Yes.

5 Q Where in his testinony did he state that

6 absol utely no extension should be waived?

7 A | don't think he said it in those words. |

8 did not find anything in his testinony that suggested a
9 wai ver woul d ever be appropriate. | did not find

10 anything in his analysis of these custoners that

11 suggested any limts. | found himarguing that the

12 busi ness purposes of agriculture justified the

13 extension even though the rule excludes that. | didn't
14 find any reasoned wei ghi ng of costs and benefits. |

15 just found himat every point arguing that we should
16 just go ahead.

17 Q Again, he did not state that absolutely no
18 extensi on should be waived; is that correct?

19 A | didn't see those words, no.

20 Q Did he not say as to the Ti mm Ranch t hat

21 there should not be a waiver because, quote, "The Tinm
22 Ranch i s exactly what policy makers shoul d expect, a
23 | arge-scale cattle ranch | ocated far enough from others
24 to permt it to operate in an econonically viable way

25 and wi thout being a nuisance to his neighbors.”" D d he
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not state that's the reason for his position on the
Ti mm Ranch?

A You just restated the business purposes that
he and Dr. Duft enphasized with respect to the Timm
Ranch.

Q So he stated conditions related to the Timm
Ranch; correct?

A | don't think those are conditions. Those
are affirmations of why he thinks they should have the
service, and again, they all relate to business.

Q Did he not say of the Taylor |ocation that
it'"s on a well-nmaintained county road connecting to a
state hi ghway on which nore than 800 vehicles trave
per day?

A. | don't recall that exact phrase. |1'msure
it's in there. He did not say something, for exanple,
that if there were fewer than 800 vehicles per day, we
woul dn't have an extension, of if the county road

wasn't well-mai ntai ned, we shouldn't have an extension

These are all, again, affirmative reasons why he thinks
it should be allowed. | didn't see anything placing
limtations.

Q Am | correct that |I found no testinony in

none of your testinony rebutting M. Shirley's

testimony concerning Verizon's inpending receipt of
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support fromthe federal high-cost fund?
JUDGE MACE: Could you repeat that question?
Q I just want to confirm M. Shirley refers to
Verizon's inpending recei pt of support fromthe federal
hi gh-cost fund. You don't challenge that; is that
correct?
MS. ENDEJAN. WAit a minute. | object. |I'm
having certain problens with M. Trautman
cross-exam ning Dr. Danner about M. Shirley's
testi nony.
MR, TRAUTMAN: Fine. W can just |eave that
at that. At this point, | just need to nove for
adm ssion of Exhibits 36 through 38 into the record.
JUDGE MACE: Just one nmonent. Any objection
to the adm ssion of proposed Exhibits 36 through 38?
MS. ENDEJAN. No obj ection, Your Honor.
JUDGE MACE: Those will be admitted.
MR. TRAUTMAN: | have no further questions.
JUDGE MACE: We will take a 15-m nute break
at this point.
(Recess.)
JUDGE MACE: Staff has concluded its
cross-exam nation of Dr. Danner. M understanding is
t hat Qwest has no cross for Dr. Danner, so let's turn

to M. Harl ow.
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CROSS- EXAM NATI ON
BY MR. HARLOW
Q Good norning, Dr. Danner. |'m Brooks Harl ow

representi ng RCC

A. Good norning, M. Harlow.

Q If you would turn to Exhibit 33-T.

A If you could rem nd nme which one that was.
Q That was the July 5th reply testinony. In

particul ar, Page 3, Line 13, you were asked, "Should a
wireless carrier that has been granted ETC status serve
geographically isolated areas |ike Timm Ranch." Do you

see that question?

A Yes, | do.

Q Your answer starts out with a condition that
reads: "Yes. |If the costs of doing so are not
excessive." Do you see that?

A. Yes.

Q Since you filed this testinony in July, RCC,

of course, has provided sone attenpts to serve the area
and sone cost estimates for inproving the service. Are
you famliar with those?

A Yes, | am

Q Based on your review of RCC s work and
testinmony, do you have an opinion as to whether that

condi tion has been net in this case, i.e., the costs of
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doi ng so are not excessive?

A Yes. | believe that condition has been net
with respect to the service provided through the phone
cell wunits.

Q What about the cost to provide an inproved
| evel of service? Wuld the condition be net in that
i nstance?

A To the extent that costs would include siting
new cell sites and towers, as your conpany descri bed,
those costs appear excessive.

MR, HARLOW Thank you. That's all | have.
JUDGE MACE: Do the conmi ssioners have

guestions?

CROSS- EXAM NATI ON
BY CHAI RWOVAN SHOWALTER:

Q I've got a couple of areas | would like to
follow up on. One is this concept of what is econonic
and you were asked sone questions about the conpany
striking a deal with the staff, and you tell me if
conceptual ly I have things right.

There is one sense of econom c which m ght be
a lay sense in which if a conpany found in its interest

to take an action, it mght do so, and |I think you
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called that a transaction cost, or it's a cal cul ated
deci sion of a conpany, but | took your sense of
econonmic to nean in sonme kind of societal sense, or
maybe it's an abstract sense, about whether an action

i ncreases value in sone kind of universe, not a

shar ehol der universe necessarily. Have | basically got
it right? And naybe you can articul ate that

di stinction better than | did.

A I would be happy to speak to that. You have
it about right. Maybe a sinpler way to think about it
is a flow of dollars versus the resources that those
dol l ars command, so fromthe conpany's -- |I'I|l give you
an exanpl e using the company versus society and
r at epayers.

For exanple, if you were to clarify your rule
that the reinforcenment costs associated with a
particul ar extension were to be recovered by the
conmpany -- let's just sinplify the situation to that.
So the conpany is in a sense truly indifferent to
whet her or not they would go ahead with a particul ar
extensi on because they will recover the dollars.
That's one consideration, and that's the fl ow of noney
and the conpany's own deci si on- maki ng process.

The other consideration relates to the

genui ne resources that are going to be consunmed in the
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process of creating these extensions. |In one part of
nmy testinmony, | referred to sonething Ms. Ruosch

descri bed, the numbers of workers and cable and pl ant
and use of tractors and all those sorts of thing that
go into the actual physical resources. The question
there is whether in consum ng those resources, which
have a certain value, you are creating sonething new
that has a greater value to sonmebody. |In this case, we
are |l ooking at the custoner who woul d be served.

So for exanple, | think a round nunber for
the average cost of the extensions we are tal king about
here is 100- to $150,000 per custoner served. W are
going to take resources that have a value of 100- to
$150, 000, we are going to consune them They are going
to be used up, and we are going to be left with these
phone lines at the end, so the question is, do those
custonmers get or does sonebody get 100- to $150, 000
worth of value out of those phone lines when we are
done? 1Is it worth a house?

Q So if the conpany and the staff cane to sone
sort of agreenment on expenditure by the conpany, the
conpany may have determned its interest. The staff
may have determined in their personal view correct, but
it doesn't mean that that transaction was, in fact,

beneficial. Am1l right on that? |If the two of you
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agreed to sonmething that cost five mllion dollars, the
fact of an agreenent doesn't show it's economc in the
broader sense that you, | think, are nmeaning it in your
testi nony.

A. Yes, that's exactly right, and that's where
the Conmmi ssion cones in as the gatekeeper of the public
i nterest.

Q Where there has been an agreenent that did
not get the approval of the Conmission itself, except
perhaps later in sone formof recovery, | don't think
one can draw a conclusion as to what the Comi ssion
m ght have thought of that deal

A Well, certainly, if the Conm ssion didn't
address it, we don't know.

Q I want to go to this issue of how nuch is too
much, and there was a talk of a 15- to $20,000 limt,
and what | found missing in that discussion is that it
appeared that the discussion was going al ong
one-di mensional lines; that is, if all we had in the
uni verse were one |and-line conpany and customers, sone
of whom are not served and the other custoners are the
ones paying, that very sinplified version, there would
be a question, | think, of how nmuch does the group pay,
that is, ratepayers, or how nmuch should they pay for

sonme extension to a single custoner?
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But aren't we really dealing, as the rule
reflects, with other factors being present, nanely, the
presence of wireless as a nore or a | ess perfect
substitution, the presence of other potential

custoners, the prospect of devel opnent in the future,

so that this sinply isn't a one-di mensional line that
ranges fromten nmillion at one end down to $200 cost at
t he ot her.

A | agree. | don't think there is a bright

line, and | tried to express that in ny earlier
responses. There are these other circunstances you
need to think about.

Q So let's take the sinplest exanple.
Supposing the |line extension to a single person on a
nmountain top would cost ten mllion dollars and that
person has a working wirel ess phone that cost $20 a
nonth. Now, in that case -- this is sonewhat
rhetorical, but I assume nmost of us would say that's
not an appropriate expense for the group to incur

A I think that would be hard to explain to the

r at epayers.

Q Now | want to draw a couple of other
exanpl es. Supposi ng you have the same scenario. It's
still only one person. It still costs ten mllion

dollars, but there is no wireless there either. That
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is, there is not any substitute. Fundanmentally, isn't
the analysis the same? It's still the question of how
much is too nuch

A Yes, the analysis is the sane. | think
havi ng the working wireless there shows you that the
added value fromthe land |ine may be quite snmall.

Q So isn't the presence of, let's say, a
perfect substitute, at this point, doesn't that operate
to lower the threshold at which sonmething is worth
doing? In other words, if it was 15- to 20,000 without
the presence of wireless, then maybe it's 10 to 15 with
it.

I"'mnot trying to suggest these are the
correct amounts. |'mjust saying that doesn't the
presence of sonme form of substitution |ower the
econonic threshold at which service is reasonably
provi ded?

A It certainly would, and the way you coul d
think about that is conmng back to the idea of value to
the custonmer. The custonmer on the nountain top who has
no service at all will be nore interested in having
that wireline put in, would be willing to pay nore for
it if they had to than the custonmer who already has the
working wireless, and that's one reason why we did talk

about wireless in this case and the efforts of RCC who
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are inportant in trying to bring sone nore service out
there and so on.

Q Then on the question of what kind of
substitute wireless is or isn't, isn't it correct that
wireless that can only call 911 fromthree mles away
froma house is a partial substitute? It's not a tota
substitute for a land |ine?

A I would agree with that, yes. It may
substitute for a few of the highest value uses. That
911 call can be a quite inportant and val uabl e thing,
but it's not a perfect substitute, no.

Q So when you are trying to do these
trade-off's, isn't it that the worse the wrel ess
wor ks, the higher that quote, 15- to 20,000 threshold,
woul d go al ong that scale.

A Conceivably. You also want to think a little
bit about expectations of people living in renote
places or living in the country and a lot of utilities
are hard to get, but yes, you are right.

Q On the question of substitution and whet her
wireless is or isn't good substitution, would you agree
that if we had nunber portability that wirel ess would
be a nmuch better substitution in the eyes of a consuner
than it is without it?

A I"'mnot really sure about that. As | say,
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we've gotten alnpst to the point where half the people
-- | dare say if we ask for a show of hands in this
room there might be a cell phone in every pocket, so
we' ve done rather well without it. It certainly would
hel p.

Q I meant in terns of when people are willing
to drop their land line, isn't part of the reason that
no one knows how to call you anynore, and if you could
transfer your land |ine nunber over to a wreless, that
woul d nake wireless quite a bit nore attractive?

A It would make it easier, yes. | don't know
how attractive, and it would vary by the person, but
yes, that would meke it nore attractive.

Q But back to these factors. 1Isn't the
Conmi ssion really dealing with kind of a
mul tidi mensi onal situation in which it has to bal ance
the cost of delivering the land Iine on the one hand
with a mxture of factors that we have |laid out, at
least in part in our rule, that should be weighed as a
m xture, not one el enent against the cost or another
el enment agai nst the cost, neaning one elenent is
wireless there or not or will we call 911 or not or is
there a house or not or a residence or not, or another
el ement, are there sonme other residences or not.

Isn'"t it we have to take all those things
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into account, which is why it's going to be extrenely
difficult to draw a bright line outer limt to our
rule, other than to say whi chever way we go on this,
parti es woul d know, perhaps, on one side or the other
of this little mx of factors whether we do or don't
say a waiver is appropriate?

A | agree. There are a great many factors you
have to consider. | would note that the economc
analysis | provided in my testinony left you, in a
sense, a large margin of error. By the tine you get to
15- or $20,000, you are way past any econonic
justifications for the service, so you've already, in
effect, got a significant weighting of those other
factors in sonme sense included.

But | agree that particularly approaching
this on a sort of case-by-case wai ver approach as the
rul e contenpl ates at present, you do have to do this
wei ghi ng and bal ancing that | think you aptly
descri bed.

Q I would also like to ask about what it neans
to have other values. Let's say by your analysis
spending nore than $20,000 in this case is not economc
fromthat universal point of view, but supposing we do
have a val ue of universal service that at |east

operates in some instances to do things that you would
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say are uneconomic. AmIl right there; that in general
we have a policy of getting phone lines to places that
you woul d say are not econonic; is that correct?

A I would like to think the analysis is not
just me tal king, but certainly. There are a great nany
cross-subsidies in tel ecommunications. |f you study
the economics of telecomrunications, you will learn a
great deal about cross-subsidies. They are everywhere,
and | don't advocate against themall. | think that
there are reasons to expand the network that go beyond
the sheer cost and benefit of it.

| also think if you think carefully about
many of the justifications that are offered, you find
that there is less there than neets the eye; for
exanple, the externality value one. ['ll give you an
opposing way to think about it that | hope is clear
that | always find hel pful

The externality argunent is basically that
any one of us mght pay nore for our phone service. It
m ght be nore valuable for the ability to reach one

nore random person. There is one nore random person

out there, so the argunent is, Well, there are hundreds
of thousands of mllions of people on the phone
network. They are all willing to pay nore to reach the

random person. Doesn't that make it worth while?
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O course, in that sense it has to be
reciprocal. It also has to be worth it to the new
subscriber to be willing to pay a conparable amunt to
reach all those people. Since new subscribers
generally aren't willing to pay 100- or 200,000 or sone
enor nous nunber for phone service, we i mediately
scratch our heads and say, That externality val ue nust
not be enormous, and in fact, | reported in ny
testinony about the late Dr. Pearl's estimte of
bal | park five dollars a customer in terns of the
externality value to everyone el se, having soneone el se
on the network. So | degree that there is a bal ancing
and there is a mx and there is an affirmative policy.

It's helpful to try to parse those things as
best you can and sort of run them down and see where
there is sonmething nore or sonething | ess. There are
sonme policies justified with universal service that |
think are marvel ous and very inportant. There are sone
things that are justified with universal service that |
think are superfluous or even harnful

Q | guess ny question is why can't these val ues
be equated or incorporated into an econonic analysis --
I"I'l try to think of something outside of this context,
but if we say you are not allowed to sell a kidney or

we have a val ue about not having a market for body
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parts maybe. | know we kind of do. In other words,
why can't we say, We do attach a value to that.
Therefore, to sone degree, maybe not to the n'th
degree, to the mountain top, but to some degree, we are
valuing that, so put that into your m x, M. Econom st.
A. It's funny. | renenber sonething fromthe
first week of graduate school where a professor said,
"You are going to be six-dinmensional people in a
t wo- di nensional world, and it's going to be frustrating
sometines. "

There are lints to econonics, and econom sts
can factor in values for these things if sonebody tells
you what they are or if you have a way of figuring them
out, and there are sonme econonm c anal yses that are
quite clever that figure things out that you wouldn't
t hi nk soneone could estinmate. A political value that
says, Wthin some reasonabl e bounds, we like to make it
af fordabl e for people to have phone service, even if it
cost nore than it should, it's very hard to translate
that into dollars and cents except to formkind of an
experi ment.

| imagine nyself talking to ratepayers. GCee,
we' ve got soneone who has chosen to live in a renote
place and really likes it there and finds a | ot of

val ue, and some things cost nore and sone things cost
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|l ess. They would like to be on the phone network. How
much are you willing to chip in, or should we all be
willing to chip in to nmake that happen? Should it be
twice the cost, three tinmes, ten tines? 1In this case,
by conparison to what the basic rate woul d support, we
are approaching 100 tines. |1s that going too far?
Really, | intended to account for that by
allowing a significant factor above what is
economi cally justifiable by saying, We can go to 15- or
$20,000. You are already way past the econom cs, and
that ought to account for a fair anmpunt of that
concern, but that is your decision to bal ance.

Q Al so, how do you deal with the probl em of
dealing with one individual case versus the prospect of
nore? That is, if you have a single case, even it is
five mllion dollars, it may be affordable to the group
and not very much per person, but then, of course, if
we approve that, that's a signal that anybody el se out
there who falls within those paraneters is also
entitled to phone service at a very high rate. So do
we need to think of it that way? This is a precedent?
O is it back to your econom cs where any single case
can be evaluated as justified or not justified sort of
on its own ternms?

A | think whatever the Comm ssion does in this
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case will send a signal. |If you were to approve these
applications, | think people would expect that sinmlar
applications would be approved as well and for sinilar
anounts and less. It's always hard to predict exactly
how people will respond when we don't have experience.
| do understand that the rate of |ine extension
applications that Verizon is dealing with is up by a
factor of five or ten from before under the new rule,
and again, the Comm ssion presumably nmeant to incur
some of that. That was your purpose.

There will be people who are now | ocated in
rural places who don't have service who will apply and

will seek it if you were to approve this. There wil

be ot her people -- change the value of rural |and
because now you can locate further out. | don't know
how by much. So there will be stinulus of this by a

decision to approve it, particularly on the basis of
what ever it is a $500 copayment, which in the schene of
things really is not that much.

Q There are other grant progranms | can think of
that will have a pot of nobney, say, nore rural econom c
devel opnent, or we have a fund in our state and there
is a pot of noney and of course, there are nore
applications or nore requests for that noney than the

pot can afford.
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So then periodically, there is a set of
priorities, and let's say it's ten mllion dollars in
this pot. A board of sone kind will rank the projects,
and it's not necessarily from |l east expensive to nost,
but bal anci ng of costs and benefits, etcetera, and then
there is a ranking and go down the ranks until you get
to the end of your pot.

That's not the nature of this rule. This
rul e gives everyone the opportunity to really
first-cone-first-served, unless the conpany conmes in
and says, This really should be below the threshold or
above, whichever way you want to put it. Do you have
any advice for how we should think about sone form of
upper limt of our rule, either in ternms of waiver and
how we woul d do waivers of the rule or even sone
reconstruction of a rule?

A | guess there are a | ot of ways you can think
about it, and I will start with the exanple you offered
of alimted program

The difficulty you have there is a rationing
one. You have sonething of value and nore people
demand it than can be provided. O course, in economc
terms, and we do this every day, we ration by what you
are willing to pay, and we presune that what you are

willing to pay has sone relationship to how i nportant
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it istoyou. So if I want that vase but you want it
nore, you will pay nore and so on. Adninistratively,
you can ration by criteria, you can decide -- Oregon
does this in health care where they' ve got priority
procedures and they have di scussion every so often
about what we will cover and what we won't.

Anot her way you can ki nd of conbine these
el enents, | think the notion of sone sort of copay is
pretty attractive to where maybe beyond a certain
point, a custoner has to start chipping in on a
proportional basis, and that hel ps you sort out
custoners for whomthis is really inmportant, and where
we can go to the ratepayers and say, Al right, we have
kind of a check on this. |If sonebody wants to rel ocate
to areally renote place and wants to have a phone in,
at | east we know that it's worth sonmething to themin
some proportion to what it's going to cost you to
provide it.

Q But the way the rule reads right now, there
is an upper limt on what the custoner has to pay.
There is no upper lint on what the conpany has to pay,
save a waiver, which seenms to me then poses the
question of whether it would be appropriate to grant a
wai ver conditioned on, at sone point, this

contribution, another contribution of the custoner.
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1 Woul d that be appropriate?

2 A | think it could be. | think we would have
3 to tal k about, obviously, numbers and val ues. Val ues

4 come in here, but that would be one approach you could

5 t ake.

6 I think you could also think about

7 technology. |In this case, we were actually fairly

8 close to a technol ogical answer for, | think, all the

9 custoners, but there is sone equi pment that doesn't
10 seemto be avail able yet.

11 Q But that woul dn't suggest there couldn't be a
12 bright line upper limt. It would have to depend on
13 what the circunstances of the case were in terms of
14 technol ogy availability or other custoners and al

15 those other factors.

16 A Yes. |If you wanted to take sort of a copay
17 approach, what you could do -- I'Il make up sone

18 nunbers. Suppose you said, Think about the Nespel em
19 co-op. They have a certain allowance which was, |

20 think, $1,500. | think that came out yesterday. The
21 average cost of the waivers Verizon has now, | think
22 heard Ms. Ruosch say, was $10,000. Suppose we said,
23 Okay, everybody gets a $10,000 al |l owance. Any

24 ext ension that costs $10,000 or |less Verizon will pay

25 for and get full recovery fromthe ratepayers.
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Maybe above that |evel, a custoner pays a

quarter of the cost, so the ratepayers are stil
pi cking up a big subsidy of it, but when you go back to
the ratepayers and i magi ne that discussion, say, W
just hit you for $100,000 for this customer. M gosh,
why did you do that? They were willing to pay a
substantial portion of it, so we were pretty sure it
was worth it to them

Q The ot her approach would be if it really is
too much in this case or in another case, it's really
too much wai ver granted, end of story. |If that's the
case, | wonder, Well, then, what happens when
ci rcunst ances change? |Is it appropriate to say, At
this point in time, given this anount and wai ver
granted, should a nunber of people nove in the
territory who want to, or should circunstances change?
There is nothing that precludes the request for service
from bei ng made again, and perhaps the conpany woul d
ask for a waiver again and nmaybe it wouldn't.

A You are in control of your process, so
think you can provide for what's required for
reallocation. In this case, | was nmentioning a
technol ogy. As | understood the discussions with the
RCC folks, and | participated in one discussion with

them there is a wireless signal up above the rim of
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these lowlying areas where the custonmers live. |I'm
not sure if you could call it a canyon or what the
right descriptionis for it. There is an adequate
signal there for wireless service. The problemis
getting an antenna up there and wiring it back down to
the hones, and | guess as far as we could tell and RCC
could tell, there aren't phone cell units now that
quite do that. Even though froma technica
standpoint, there isn't any reason why it couldn't be
done.
So you could say waiver granted, but if

ci rcunst ances change, if technol ogy inproves, you could
come back, or other circunstances such as you
described -- maybe there is a |lot of devel opnent in the
area. Maybe there is a |ot of custonmers now, whatever
it is -- | think you could certainly go that way, and
being in control of your process, you could provide for
what those ternms are

Q I think that leads to nmy |ast area of
inquiry. We have an historical land |line incunbent,
and that's who is in front of us, but we also have
Wi rel ess conpani es who have registered in this state
and are there to do business, and aside fromthe
technol ogi cal alternatives that a custoner m ght have,

how are we to weigh the relative obligations of the
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di fferent conpanies, different types of conpanies, to
serve or not serve in a given situation?

A I think we spent the greater part of a year
goi ng back and forth about that in this case. To sonme
extent, it's a legal matter. There are provisions the
FCC enforces, that you enforce. There is the
designation of an eligible telecomunications carrier
I think in this case, it's admiral that Verizon and RCC
wor ked together as they did to find inproved sol utions.

| guess your |everage over a conpany is
al ways going to be somewhat proportional to the anopunt
of support you are going to cone up with to pay the
cost of what you would like themto do. So it seenms to
me, at least in this case, that we had a cooperative
rel ati onship between a couple of conpani es that both

recogni ze that they needed to be involved, and sone

progress was made. | don't know to what extent that
will be a nodel, but at least it seened to be positive
her e.

CHAI RMOVAN SHOWALTER: No further questions.

Thank you.

CROSS- EXAM NATI ON

BY COWM SSI ONER HEMSTAD:
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1 Q Dr. Danner, first |I'm |l ooking at Exhibit

2 30-T. It's in your direct testinony, Page 4. This is
3 real ly picking up on your discussion about trade-off's,
4 and you list sone of the reasons why people live in

5 rural areas: peace and quiet, natural beauty, freedom
6 fromurban stress. You didn't nmention the econonc

7 activity. Was that a deliberate choice not to do that?
8 A No. | was just thinking of sort of persona
9 trade-off's that one might nmake. | wasn't thinking

10 about a particular occupation or inconme |evel or

11 anyt hing of that sort.

12 Q Wth regard to economic activity, | think you
13 challenge M. Shirley's testinony by saying that he

14 references that, or Professor Duft references that in
15 the sense of the farm econony. You say that shoul d not
16 be able to be considered under our rule?

17 A My understanding of the rule, Comm ssioner

18 was it did apply to residential use and that business
19 lines or phones for business purposes weren't
20 contenplated to be included. That's how | read the
21 rul e.
22 Q But that wouldn't be true of the typica
23 farm would it?
24 A When | read Professor Duft's testinmony and

25 M. Shirley's testinony, it seemed to focus sone with
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M. Shirley and entirely with Professor Duft on the
econonmics of the cattle operation, and apparently a
fairly successful and admirable one, but still, he
seenmed to be speaki ng about business purposes, and
t hought the Conm ssion had made a deci sion that

busi ness purposes weren't what you had in mnd.

Q Take a couple of hypotheticals of, say, a new
renote | ocation for tinber operation, and it brings
with it a work force, and 50 or 100 homes are built in
that area otherw se served. It would be a simlar
situation, say, with a new line operation in a renpote
| ocation, not extrene exanples in Washington. The
resi dences are there because of the economic activity.

| suppose the mning operation and under the
rule is the line extension can't go to the comercia
buil dings, but a |line extension issue is relevant to
the residential housing that is there because of the
economic activity, so in that sense, isn't it true of
al nost any residences, unless they are conpletely
subsi stence operations, they are | ocated where they are
because of sone kind of economic activity?

A |"msure that's true. At the sane tine --
well, to use your nmine exanple, the distinction that |
woul d see flowing fromthe way your rule was witten

woul d be that workers who are locating there to work at
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the m ne who had hones, the rule would cover extensions
to their homes. |If the mine said, Wll, we would like
to have |ine extension to help us coordinate our
shi pments of oar or nmamnage our operations better, that
seenms to me to be a classic definition of a business
servi ce.

Q Right, and | think we are in agreenent there,
but my point only is that the |ine extension issue
unavoi dably deals with econom c activity. [It's not

directly or indirectly.

A It's certainly in the sense of where people
woul d | ocate; | would agree.

Q ' m | ooking at Page 9 of that same testinony,
Exhi bit --

(Pause in the proceedings.)

Q You had sone discussion with the Chair about
this. | was interested in Dr. Pearl's cal cul ations,
and these are ny limtations, not yours in your
testinmony, | hasten to suggest here, but | didn't quite
understand the point or which way the benefit is
runni ng when you say at Line 12 that Dr. Pearl
cal cul ated a rough estinmate that a subsidy between $2
and $7 per nonth to any given subscriber woul d account
for the externality value. That's the $2 to $7 for the

new subscriber? |Is that the point of this, or is it $2
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to $7 for any subscriber in the total universe of the
syst enf?

A Let me try to nmeke that clear, if |I can. The
concept is that you m ght have sonebody who was sort of
i ndi fferent about getting a phone. | described ny
former colleague at the California Comm ssion as sort
of an odd fellow that didn't want one. Your concern is
t hat having that subscriber on the network adds val ue
to everyone el se because there is someone they can
call. Bigger networks are nore valuable. W can get
nore use out of them So Dr. Pearl went further and
said, Is there a rough way to get an estinmate of what
that m ght be worth, and the dollar figure he's
purporting here -- let's assunme |'mthe prospective new
custoner. It's a dollar value for how much having ne
around is worth to everybody el se collectively.

Q But that wouldn't be for each of the universe
of subscribers anywhere near $2 to $7 just to have that
person on the line, would it?

A It's not $2 to $7 per nonth per custoner.
It's for everybody all together

| see.

A. So suppose ny phone service was priced at

$20, and |I'm kind of a curnudgeon and it doesn't seem

worth $20 to ne, so | don't subscribe, and then soneone
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cones al ong and says, W are worried about universa
service and everybody being able to reach everybody, so
why don't we give you it for $15. Would you take it
then? | say, $15, |I'll do that.

According to Dr. Pearl's analysis, that's a
good thing, because by subscribing, |I"'mbringing $2 to
$7 a month of extra value to everybody else, so if they
had to, it's worth it to themto kick me a few bucks to
have nme on the network. That's the analysis, and it's
that collective sense

Q | understand now. |s the circunmstance such
that if you | ook at the network and concept of the
uni versal service, is it sort of a bell curve? Back
there at the very begi nning when Al exander G aham Bel |
made his fanous call, he only called one person, and
other than his prestige, there wasn't nuch value to it.
Most people said, Wll, it's an interesting technol ogy
but it's useless.

At sone point as nore and nore people cane
on, it becanme much nore valuable to add nore, but your
testinmony is, We are now at 94, 95 percent, and let the
remai ning five percent... Sort of just shrug with
regard to those because the increnmental value they add
is small?

A I"'mnot sure if I will go as far as to shrug
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at it, but that was the point that Professor Warw ck
was making in the excerpt | cited in the testinopny that
nost |ikely, the externality val ue does decline as we
tend to reach virtually everybody.

The suggestion | offered in ny testinony is |
think we are past the point where you have to scratch
your head and wonder whether the person you want to
contact has a phone. | don't think | ever encounter
that, and | think few people do, and that's kind of the
essence of that externality question.

Q So | guess if not sonewhat ironic, the
unfortunate consequences of that if you are a late
arriver, your increnmental addition isn't |ooked upon as
of any great val ue.

A. Possibly so. Another possibility is that a
late arriver may not value the service as highly as
some of the early adopters. Sone of the counting
i ssues involved in universal service involve second
honmes and so on.

| think also studies that | reviewed that
| ook at people that don't have phones and wonder why
focus not on rural or renoteness issues. They focus
primarily on the ability to control bills is the major
i mpedi ment for people who m ght have phones but don't;

that | ong-di stance charges get too high and they have
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problenms. Bills get uncontroll able.

Q On a different topic, | understand you are an
econoni st and you are | ooking at the quantitative
trade-off's. That's a fair way to describe it, but
then you say there are sonme other factors, and you
descri be what those other nonquantitative factors m ght
be, or is that sonething that as an econom st you would

decline to do?

A Strictly speaking, my degrees are in public
policy.

Q I think you are speaking as an econom st here
| argely.

A Fai r enough. Sonme other factors: | think

the principle factor is a general concern about
uni versal service and rural living that you feel, and
think a |l ot of people would agree, that there is sone
benefit in making it easier for people to be connected
than the cost would otherwise justify. | think that
nost people put a limt on that though as well, and ask
what sort of reasonabl e expectations are for sonmeone
that wants to live remotely in terns of that.

There is sone value in 911 service. W
tal ked about that a little in this case. Those are the
principle things that come to mnd

Q In your conversation with the Chair, the
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issue is presented the possibility of, again, some
factor of proportional paynment. How would you factor
wealth into that kind of equation?

A I guess | would have two suggestions for
that. The first is that in the sense of an econom c
analysis, there really isn't a way to do it. Sone
peopl e have nore noney. They can pay nore for things.
Per haps they got their noney from addi ng nore val ue, or
maybe they inherited it, or who knows. Efforts in
econonmics to try to assign different weights to
peopl e's spendi ng based on their incone usually don't
come to very much. It's not very easy to do.

Anot her consideration which | think is nore
strai ghtforward, which fits with what other comm ssions
have done, is to define incone thresholds and say
peopl e who are poor or of |limted neans pay | ess on
sonme basis that you find reasonabl e.

Q | assune without know ng that the people on
t he Ti nm Ranch are not subsistence livers. On the
ot her hand, there are real issues of rural poor in
pockets here in this country, so there is a trenendous
disparity. |It's nuch easier for a relatively wealthy
person to pay sone contributory portion than it is for
sonmeone el se; that is, say, a pocket of subsistence

livers.
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A. Fair enough. | would agree. | think that
the principle of having everyone pay sonething though
is inmportant because people tend not to necessarily
attach nuch value to things they get for free or for
al nost nothing. [|'mnot suggesting that you want to
make soneone hurt, but at the sane tine, thinking back
to the body of ratepayers, you would like to say it was
of sone inportance to this person to have a very
expensi ve renote phone line, and we know that because
they were willing to make some contribution to it.

Q This comm ssion typically doesn't get into
t he busi ness of asking questions of the wealth | evel of
customers. There are other nechanisns that cone into
pl ay, such as wel fare considerations, and we sinply
respond to that, but we don't ask what is your incone
of one potential custoner as agai nst another.

A. I think that's wise. The California
Conmi ssion has kind of gone the other route, and they
have sone problens as a result, | think.

COW SSI ONER HEMSTAD: That's all | have

Thank you.

FURTHER CROSS- EXAM NATI ON

BY CHAl RMOMAN SHOWALTER



0282

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Just as a followup to that exanple, one
probl em woul d be if the Comm ssion had an i ncone
threshold for |ine extensions that the | ower-income
custoners coul d take advantage of it and then
i mredi ately have created the value in their property
that a higher incone person mght want to take
advant age of and buy. Wuldn't that be very sinmlar to
the increased value that rural tel ecom conpani es have
because of the universal service contribution, and so
let's say if a Qmest, which does not get federa
uni versal service, sells a rural exchange to sonebody,
then they get that value. In other words, the problem
of one person doi ng sonething, creating the val ue that
i nduces the ot her person who otherw se woul d not have
been eligible.

A It's a fair point. Once you put the phone
line in that piece of rural property, it's probably
worth nore, and | don't think there is an easy or
strai ghtforward answer, necessarily, to what to do with
it, but it is sonmething to bear in mnd, and perhaps a
person who puts it in qualifies for an even | arger
subsidy and sells it at a significant profit. That's a
possi bility.

JUDGE MACE: Any further questions from

commi ssioners? | have one question
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CROSS- EXAM NATI ON
BY JUDGE MACE:

Q I would like you to refer to Exhibit 32-T.
That's your May 15th testimony. |I'mreferring to Pages
17 through 20. There, you discuss the Commi ssion's
findings in Docket UT-980311 on whet her Verizon has
recovered the reinforcenent costs of extensions
proposed here. Can you point to a specific order or
section of an order that supports your view?

You do refer to the order 980311-A,
generally, but you aren't very specific other than that
general reference, and | would like to know if you
could be nore specific?

A Well, | believe that I'mnot sure that the
anal ysis | suggest is contained in an order. | think
did look at that order that | referred to, so | can go
back and confer with Verizon and try to find if there
is a place where it's nore explicit, but | don't have
anything nore to tell you than what | have there at
this point.

JUDGE MACE: Thank you. We'll break for
lunch at this point. W wll resume at 1:30.

(Lunch recess taken at 12:01 p.m)



0284

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

AFTERNOON SESSI ON
(1:38 p.m)

JUDGE MACE: Before we begin with redirect, |
wanted to do just a few housekeeping things. You
shoul d have had distributed over the |unch hour an
exhibit marked 53. This is a substitute for what has
been marked as 53-C. It's a Theresa Jensen exhibit.

We al so had distributed a proposed Exhibit 590. This
woul d be an exhibit for M. Shirley. It consisted of a
Nespel em Co-op web page, which we have referred to
during the course of testinony today.

We al so have revised Exhibit 4. This is the
one that shows the area that is not filed or not served
on the eastern boundary of the Qwest-Omk exchange.
Everyone has those exhibits, | presune. | also want to
i ndicate | have requested counsel for Verizon to
provi de the information that was discussed in the very
| ast question that | asked about the references to
Conmi ssion orders in support of the testinony at 32-T,
Pages 17 to 20. |'menunerating that Bench Request
Response 800.

COWM SSIONER OSHIE:  1'Il need a copy of
Exhi bit 590, please.

JUDGE MACE: (Conplies.) Let's begin

redirect.
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MR, OVENS:. Your Honor, | did speak briefly
with Ms. Endejan, and | had a question pronpted by
counsel for RCC s cross of M. Danner, and she's agreed
that I may ask that with your perm ssion, or one or two
gquesti ons.

JUDGE MACE: Go ahead.

CROSS- EXAM NATI ON
BY MR. OVENS:
Q M. Danner, M. Harlow asked you about

Exhi bit 32-T, Page 3, and whether you had concl uded
that the costs of doing so, neaning building additiona
cell sites to serve the Timm Ranch and Tayl or
| ocati ons, were excessive, and you said yes, they were.

So | guess one of ny questions is, does that
change your conclusion in this testinony that the
Conmi ssion should ask why it is, as you refer to on
Page 6 of that sane exhibit, that the public should be
obligated to spend an enornous sum of noney to extend
service to people who already have it?

JUDGE MACE: Where are you referring to on
Page 67?

MR, OWENS: Beginning at Line 5, Your Honor

Exhibit 33-T, |'msorry.
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THE WTNESS: This is the July 5?

MR, OWENS: July 5, yes. Maybe |I could
restate the question.

JUDGE MACE: That woul d be hel pful

Q (By M. Omens) In light of your testinony
and response to M. Harlow that you had determ ned that
the costs of having RCC build additional cell sites to
serve the Timm Ranch and Tayl or | ocations were
excessive, as you used that as a qualifier on Page 3,
does that change your concl usion about whether the
Commi ssi on shoul d exami ne the question, which you say
is fundamental at Page 6, beginning at Line 5, of why
the public should be obligated to spend an enornous sum
of nmoney to extend service to people who already have
it?

A That question is still outstanding, yes.

Q Woul d that question apply to a conmpany such
as Qunest if the Commission were to, as the staff
suggests it mght redraw Qmest's boundary to put the
Ti mm Ranch within the Omk exchange?

A It would apply with equal weight to Qmest, |
woul d t hi nk.

Q When you tal k about service to people who
al ready have it, would you include in that M. Nelson's

cross-river radio link to the Coul ee Dam exchange?
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A Yes, | did include that in that fornulation.

Q Is that what you would normal |y consider
farmer line facilities?

A I"mnot sure in terms of the definition.

Q Is a wireline phone necessarily a good
substitute for existing wireless if the people who
woul d use that phone are engaged in a primarily
out doors occupation, such as running a ranch?

A I"'mnot sure. | guess in sone instances
having a wirel ess phone woul d be of nobre val ue because
you could take it with you around the ranch if you had
reception.

Q And did Dr. Duft, to your recollection
testify that all of the ranch occupants are part-tinme
enpl oyees and that they have other off-ranch

occupations?

A I"mnot sure. | renenber that discussion
with respect to at least some. | don't knowif it was
all.

Q Bei ng on a ranch would involve the

possibility of needing to make 911 calls from |l ocations
away fromthe wireline phone at the residence; is that
correct?

A | expect it could.

MR, OVWENS: Thank you very much. That's all
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1 JUDGE MACE: Ms. Endej an?

2 MS. ENDEJAN. Thank you Your Honor
3

4

5 REDI RECT EXAM NATI ON

6 BY MS. ENDEJAN:

7 Q Just a few questions, Dr. Danner. You were
8 asked sonme questions this norning by M. Trautman

9 relating to your May 15th testimony, which is Exhibit
10 32-T. Do you have that in front of you?

11 A Yes, | do.

12 Q | believe he asked you sone questions about
13 Dr. Duft's testinony and your reaction to it starting
14 with the question at Line 11 on Page 21. Do you have
15 that in front of you?

16 A Yes.

17 Q | guess just to cut to the chase, what was
18 your point about Dr. Duft's testinony that you were
19 trying to convey in response to that question?

20 A Aside fromthe issue of whether it's a

21 busi ness purpose or residential, Professor Duft's

22 characterization of the ranch seens to describe a

23 busi ness that isn't |acking anything fundanental to its
24 success. It has developed as it has without the line

25 ext ensi on.
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Q Chai rwonman Showal ter asked you a question
about the econonics and the two consi derations, one of
which is a concern of the flow of the nopney and the
i rpact on the conpany. Are you aware of any particul ar
concern Verizon has at this point in time about its
cash flow or flow of nobney?

A | understand that Verizon's earnings in
Washi ngton are quite low. They are sonmething |ike
one-and-a-half percent in the nost recent report to the
Conmi ssion. That's not enough to sustain the business,
and | inmagine that does give the conpany greater
concern about unrecovered funds at this tinme.

Q Commi ssi oner Henstad asked you about the role
that the line extension tariff mght play in ternms of
pronmoti ng new busi nesses in rural areas, such as,
believe, mning and forestry were the exanpl es he used.
Coul d you expl ain your understanding of how the line
extension tariff would relate to those sorts of
busi ness enterprises in rural areas?

A Yes. | did have a chance to consult briefly
with Ms. Ruosch during lunch just to nmeke sure.
guess the experience is that usually the business
operation | ocates first when these kind of operations
are established. They typically pay sone extension

charges to reach thensel ves with busi ness service.
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Typically, residential customers who may nove
into the area thereafter do not encounter these kind of
line extension charges. For exanple, if they nove into
a devel opnent, the company extends service if the
devel oper neets its obligation to provide conduits and
so on.

Q You were al so asked sone questi ons,
bel i eve, by Commi ssi oner Henstad about factors that you
woul d consider in making the Conm ssion's public policy
decision at issue in this case, besides sheer
quantitative criteria, and ny notes reflect that one of
the factors you |isted was what woul d be the reasonabl e
expectations of the applicants. Can you explain what
you neant by that?

A. Peopl e who nove to the country or rura
pl aces encounter circunmstances that are different.
They may not be able to expect the sane |evel of
services for the same costs or availability that you
woul d find in urban areas.

By exanpl e, there was sonme publicity recently
regardi ng Chel an County adopting as a nunici pa
ordi nance or resolution or sonmething what it called the
Code of the West, which specified nine pages of detail
t hi ngs peopl e who nove from urban areas ought to know

about living. Some of them are quite amnusing.
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There was one specifically about tel ephones.
It said, telephone comrunications can be a problem
especially in the nountain areas of Chelan County. |f
you have a private line, it may be difficult to obtain
another line for fax or nodem uses. Even cellul ar
phones will not work in all areas. |It's rather
speci fic about sonme things | hadn't even thought about,
but it's sort of an official statenent of what
expect ati ons peopl e should have, and | thought it was
not ewort hy on that basis.

JUDGE MACE: | believe this has been marked
as a proposed exhibit, has it not?

M5. ENDEJAN: It's been marked as an exhibit
to M. Shirley's testinony.

JUDGE MACE: Was it marked as a
cross-exhibit?

MS. ENDEJAN: Yes.

Q (By Ms. Endejan) Then one final question

Dr. Danner. Conmi ssioner Henstad asked about the role
of relative wealth in the analysis that the Comm ssion
nm ght be engaging in to address our petition, and in
| ooking at the criteria that the Conm ssion nust | ook
at in the final section of the new |line extension rule,
does wealth play any role in connection with the

criteria they are supposed to | ook at?
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A. I think there is a specific place that it
mght fit and just would note for the record, it |ooks
tome as if it's Section 7(b)(i)(i)(e), which refers to
the effect on the individuals and comunities invol ved,
and | expect under that criterion, a wealthier person
or person of greater means, there night be | ess effect
on them of having to pay sone costs or undertake other
nmeasures we have di scussed versus a | ow i ncone or poor
per son.

MS. ENDEJAN. Thank you, Dr. Danner. | have
not hi ng further.

JUDGE MACE: M. Trautman?

MR. TRAUTMAN:  Not hi ng further.

CHAl RWOMAN SHOWALTER: | have one foll ow up

just to this |ast question and answer.

FURTHER CROSS- EXAM NATI ON
BY CHAI RWOMVAN SHOWALTER
Q I"'mtrying to think in ny mnd, does |ine
extension apply primarily to a person or a residence, a
pl ace? One's phone service and bills go to a person
but a line extension is sonething physical that goes to
a piece of property. Does that affect how we think of

| i ne extensions vis-a-vis the incone |evels of the
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1 i ndi vidual who live there versus the places that the
2 i ne extensions go?
3 A | think, Madam Chai rwoman, you identified

4 some criteria earlier that would relate to the

5 | ocation. Factors such as antici pated devel opnent,

6 growh in the area, potential for additiona

7 subscribers. | guess the rule is witten in terns of

8 provi ding service to a subscriber, and | agree.

9 Subscri bers take service at particul ar places, but I

10 can't think offhand of any matter in which that would
11 further illum nate your analysis. |'mnot sure what to

12 make of it.

13 CHAI RWOVAN SHOWALTER:  Thanks.

14 JUDGE MACE: M. Owens?

15 MR. OWENS: No questions.

16 JUDGE MACE: M. Harl ow?

17 MR, HARLOW None.

18 JUDCE MACE: Wth respect to the direct

19 exhi bits?

20 MS. ENDEJAN. | would like to nove into

21 evi dence Exhibits 30-T, 31-T, 32-T, 33-T, 34-T, and
22 35-T.

23 JUDGE MACE: Any objection to the adm ssion
24 of those exhibits?

25 MR. TRAUTMAN: No, Your Honor.
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JUDGE MACE: | will admit those exhibits.
Thank you, Dr. Danner. You are excused.

M5. ENDEJAN: Verizon has no other witnesses.

JUDGE MACE: The next witness according to
our discussion today should be an RCC witness,
M. Guis.

MR, HARLOW Yes, Your Honor. We are ready
to present him

JUDGE MACE: And he is substituting for
M. Huskey; is that correct?

MR. HARLOW That is correct, Your Honor

(Wtness sworn.)

DI RECT EXAM NATI ON
BY MR. HARLOW
Q Good afternoon, M. Gruis. Please state your
name for the record
A. My nanme is Kyle Gruis.
Q M. Guis, do you have in front of you today

what has been marked as Exhibits 91-T, 92, 93, 94, and

95-T?
A Yes.
Q Was Exhibit 91-T prepared under your

di rection and supervi sion?
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A Yes.

Q If | were to ask you the questions contained
in 91-T, would your answers be the sanme as contained in
that exhibit?

A Yes.

MR, HARLOWN W offer Exhibits 91-T through
95-T.

JUDGE MACE: |s there any objection to those
proposed exhi bits?

MR, TRAUTMAN:  No, Your Honor.

JUDGE MACE: | will admt those exhibits.

MR. HARLOW M. Guis is available for
Cross.

JUDGE MACE: M. Traut man?

CROSS- EXAM NATI ON

BY MR TRAUTMAN:

Q Thank you. Good afternoon. [|'m Geg
Traut man, assistant attorney general for the Comm ssion
staff. | just have a few questions. First of all, how
many visits to the Taylor |ocation were nade by RCC
staff or contractors?

A I"'mjust going to look that up so | get it

right. We had network technicians and engi neers visit
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1 them At the Taylor |ocation?

2 Q Yes.

3 A There were four visits to the Taylor |ocation
4 by one of our network technicians and one by an RF,

5 radi o frequency engi neer.

6 Q How much did those visits cost?

7 A Approxi mately $300 per trip.

8 Q How many visits were nade to the Ti mm Ranch
9 | ocati on?

10 A. There were three visits made by a network

11 techni ci an, and again, one by an RF engi neer.
12 Q Did RCC meke changes to the Dyer Hill cell
13 tower site in an effort to inprove the signal to the

14 Tayl or | ocation?

15 A Yes.

16 Q How much did that cost?

17 A The total cost was $5,912 minus RCC s

18 technician time. It was contractor and materials.
19 JUDGE MACE: M. Trautman, |'mnoting that

20 this information is already in exhibits that are marked
21 for cross for this witness. | see that at Exhibit 304,
22 for exampl e.

23 MR. TRAUTMAN: | see that one.

24 JUDGE MACE: Some of the other information is

25 al ready in these exhibits.
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MR. TRAUTMAN: Yes, | see that.
Q (By M. Trautman) Are there circunstances
where a signal may be present for a day or two, let's

say, and then not be present for a day or two?

A. Assum ng the cell sites in question are in
service the whole tinme, signals will be largely present
all the time. You will notice sonetinmes that you will

see variations in signal levels due to outside factors,
such as fading, atnospheric conditions, etcetera.

Q This is in M. Huskey's testinobny on Page 2.

JUDGE MACE: That's Exhibit 91-T?

Q Yes, thank you. At the bottom of the page,
you state that the industry goal for cellular service
availability is to provide good quality, reliable
wi rel ess tel ephone conmmuni cations at 90 percent of the
| ocati ons 90 percent of the tine; is that correct?

A. Yes.

Q Wuld it be correct to say that if one had a
strong signal at a particular |ocation, the standard
woul d then be nmet if the custonmer had a signal nine
days out of ten?

A No. That's not how it's designed.

Q How woul d it be desi gned?

It's nore in terns of the geographica

coverage of each particular site. \Wen they are
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engi neered, they are nmeant to have signal where it is
all the tinme.

Q So when it says 90 percent of the |ocations
90 percent of the tine, then what is required to be
provi ded 90 percent of the tinme, a strong signal?

A Yes.

Q | believe you stated that none of the

resi dences other than the Tayl or and Ni chols' hones

that are on Hayes Road could receive a signal; is that
correct?

A Yes, an adequate signal.

Q When was the last tinme that RCC comruni cat ed

with the Tayl ors?

A I'"m not certain of that answer.

Q Do you have no approxi mation?

A I"mnot real sure, no.

Q Do you know when the last time that RCC spoke

to the Nel sons?
A No, |'m not aware of the date.
Q To your know edge, did Verizon nake any tests
of RCC s signal ?
A Not to ny know edge, no.
MR, TRAUTMAN:. That's all | have. Thank you.

JUDGE MACE: Ms. Endej an?
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CROSS- EXAM NATI ON
BY MS. ENDEJAN:

Q M. Guis, | represent Verizon, and | just
have a coupl e of questions for you. W have marked,
and | don't know if you have in front of you what has
been marked as Exhibit 301, 302 and 303, which are your
data request responses. Do you have those?

A Yes.

MR. HARLOW We provided all the
cross-exhibits to the witness in the package for both
Qnest and Verizon's cross.

Q ' massuning that even though the respondent
to the data requests was M. Huskey, you are adopting

the responses in lieu of M. Huskey.

A. Yes. The ones that he responded to, | am
adopti ng.
Q Just let me ask you one clarification of what

is the Exhibit No. 301, which is Verizon Data
Request 3, and we asked if RCC was able to connect 911

calls to a nearby PSAP from each |location. Do you see

t hat ?
A Yes.
Q | believe your data request response

i ndicates that RCC was able to conplete 911 calls

pl aced fromthe Tayl or and Ti mm Ranch | ocati ons.
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A Yes, we were.
Q And were they connected to the, | guess,
appropriate PSAP' s that you are supposed to route

energency calls to in that area?

A Yes.
Q Just briefly, how does that get determ ned
because | know you will be asked why was the Nel son

phone connected to the Ferry County's PSAP as opposed
to the Okanogan County PSAP?

A We submit a list of our site locations to the
state and determi nations are made whi ch PSAP each cel
site should be connected to for 911 calls. Often
times, our cell sites ignore the county lines and PSAP
boundaries. They are not part of our engineering, so
the determination has to be nmade to send it to one PSAP
and all calls fromeach cell site are directed there.

MS5. ENDEJAN: | have nothing further. |
woul d nove for the adm ssion of 301, 302 and 303.

JUDGE MACE: Any objection to the adm ssions
of those proposed exhi bits?

MR. HARLOW Just 301 to 3037?

MS. ENDEJAN. Those were the only ones that
were Verizon data requests.

MR, HARLOW No obj ection.

MR, TRAUTMAN: Actually, | think only 301



0301

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

was. | actually neglected to nove for the adm ssion
of , actually, 301 through 307. | believe Staff
submitted all of those, even though one was a Verizon
request.

JUDGE MACE: Which exhibit do you nmove into
evi dence?

MS. ENDEJAN:  301.

JUDGE MACE: Any objection to the adm ssion
of that exhibit?

MR. HARLOW  No.

MR. TRAUTMAN: And then 302 to 307.

JUDGE MACE: Any objection?

MR. HARLOW No, Your Honor.

JUDGE MACE: |'ll admit them

MR, OWNENS: What about 308 to 310? Are you
not offering those? | note that 310 is a duplicate of
301.

MR, TRAUTMAN: | don't believe that was part
of our subm ssion, no.

MR, OWNENS: | was speaking to counsel for
Veri zon.

CHAIl RMOVAN SHOWALTER: Why don't we ask for
anyone that wants to nove for adm ssion, please go
ahead.

MS. ENDEJAN: Exhibit 309 is a Verizon
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exhibit. 310 is a duplicate of 301, so it's not
necessary to --

JUDGE MACE: You are not going to offer that?

MS. ENDEJAN:  No.

JUDGE MACE: |s there any objection to the
admi ssion of Exhibit 301 to 309? |[I'Il adnmit those
exhibits. Thank you. M. Owens, do you have any
Cross?

MR. ONENS: A few questions, Your Honor,

t hank you.

CROSS- EXAM NATI ON

BY MR. OVENS:

Q Good afternoon, M. Guis.
A Good afternoon.
Q ' m Dougl as Ownens representing Qumest. The

testinony that Exhibit 91-T, Page 2, at the bottom of
the page where staff counsel referred to it tal ks about
the industry goal to provide good quality reliable

wi rel ess tel ephone communi cati ons 90 percent of the

| ocations 90 percent of the tinme. How do you define a
| ocation for purposes of determ ning whether you've net
t hat goal ?

A The margins of the cell site, in other words,



0303

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

t he outside boundaries of the cell site's coverage
area, are where the last 10 percent lies. Wen we are
down to the area of coverage in ternms of signal |eve
that is nearing the border line of good quality
service, often tines, fading occurred occurs. It's a
nat ural phenonenon of the frequencies we use, and you
can have a good quality call one tine and a poorer
quality call the next, just due to factors that are
goi ng on, such as fading. There are a couple of kinds
of fading and atnospheric conditions. Al
interferences in the network changes coverage pattern.

MR, OAENS: | don't think | got an answer to
my question. | asked howis a |location defined for
pur poses of determ ning whether that test has been net,
and | believe the witness described the contours of
signal strength at distances fromthe cell site, but |
don't think I got a definition of a location. My I
reask the question?

JUDGE MACE: Yes, please.

Q (By M. Ownens) How do you define a |ocation
for the purpose of determ ning whether that test has
been net; can you answer that?

A There are no defined tests to nmeasure this
criteria, per se. W use nodeling, conmputer nodeling

largely to define cell site's coverage area and drive
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testing to augnent that which will show if we obtained
the goal of the cell site's coverage.

Q When you say "drive testing," would the
commi ssion correctly understand that w thout too nuch
levity, as exenplified by the TV comrercials, "Can you
hear nme now," with the person stopping at a particul ar
pl ace on the face of the earth and meking a cell phone
call? 1s that what you nean by drive testing?

A Roughly. We have conputer equi pnent in our
testing vehicles that we drive around and nonitor our
signal |levels and audio quality which then can be put
into our conputers at work and mapped or ot herw se
di spl ayed.

Q So you gather data froma sanple of |ocations
on the surface of the earth as to particular signals
strength at those locations and put that in a nodel to
deternm ne whether you've nmet this test; is that
correct?

A. Not into a nodel, into our mappi ng software
so we can visually |look at what we've got for coverage.

Q So then it would be a fair understandi ng that
you don't gather data from 90 percent of the physica
| ocations within your service area to determ ne whet her
you've nmet this test; is that correct?

A Yes.
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Q Exhi bit 302, which Staff asked you about,

i ndi cates that you nade no adjustnments to the site
serving the Tinm Ranch | ocati ons.

JUDGE MACE: Can you wait for a moment while
we get to 302? Go ahead.

Q And would it also be correct that you did not
install any repeater between the cell site that would
serve the Tinm Ranch and the Timm Ranch to test whether
or not such a repeater would produce an acceptable
signal for basic service to all the locations on the
Ti mm Ranch?

MR, HARLOW Objection. Please, can you
define what you nmean by a repeater?
MR OWENS: All right.
Q (By M. Ownens) |Is there a piece of equipnent

used in cellular tel ephony known as a repeater?

A. Yes.
Q Woul d you describe what it is, please?
A. There are a couple of different versions of

equi pnent called repeaters. One of themis a
bi directional anplifier which captures signal froma
donor site, amplifies it and rebroadcasts it.

Anot her is a channelized repeater which
operates differently in that it has its own channels

whi ch are changed in frequency and rebroadcast.
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Q For purposes of this discussion, let's cal

one the bidirectional repeater and the other the

channeli zed repeater. |Is that a fair distinction?
A Sure.
Q Those have different costs; is that correct?
A Yes.
Q Is the cost of either of them greater than or

equal to the cost of a new cell tower site?

A Cost of the electronics for that are
somewhat cheaper than the electronics for a normal cel
site; although, you still have all the other ancillary
equi pment you need. Not terribly significantly
cheaper, no.

Q Is it correct then with the understandi ng
that I'mreferring to either a bidirectional repeater
or channelized repeater that you did not, in addition
to maki ng no adjustments to the cell tower site that
woul d serve the Timm Ranch, place a repeater to
determ ne whether placing that repeater would allow a
strong enough signal for acceptable basic cellular
service to be reached to all the | ocations at which
resi dences are on the Timm Ranch?

A That's correct.

Q It's true, isn't it, that there is another

ki nd of device called a phone cell device.
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A. Yes, that's true.
Q And it's also true -- | believe Dr. Danner
di scussed that in his testinony -- the function of that

device is to take a cellular signal and ermul ate the
performance of the wireline network in that when one
renoves the receiver fromthe hook, one hears a dia
tone, anmong other things; is that correct?

A. Yes.

Q And that device is designed for use as a

fixed station as opposed to a nobile station; is that

correct?
A That's correct.
Q And one of the tests that RCC did was to

det ermi ne whet her placing such a device at the various
resi dence | ocations would allow the reception of a
sufficient signal for basic wireless service at those
| ocations on the Timm Ranch; is that correct?

MR. HARLOW | just want to clarify, because
we are getting into the term"basic service," and there
is a defined termin Washington law, and | just want to
make it clear he's not being asked to specifically give
an opi ni on of WAshington |aw but nore from an
engi neeri ng perspective.

MR. OAENS: That's fine, Your Honor

JUDGE MACE: Do you have the question in
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m nd?

THE WTNESS: Yes. W installed two of these
devices at two of these |ocations.

JUDGE MACE: You are tal king about the phone
cell devices?

THE W TNESS: Yes, mm' am

Q (By M. Ownens) But you only installed them
at one location on the Tinm Ranch, or did you instal
them at two | ocations on the Ti mm Ranch?

A We installed themat two | ocations at the
Tayl or | ocati on.

Q Did you install themat any |ocation on the
Ti mm Ranch?

A. Bear with ne one second. |'msorry. W
installed one at the Ike Nelson |ocation at the Timm
Ranch and one at the Kay Taylor |ocation at the Tayl or

Q It's true, isn't it, that one of the features
of this phone cell device is that it allows sone
anplification of the signal, both the received and the
transmitted signal, that involves the cellular service
is that correct?

A No. That would be a function of any externa
antenna system

Q Is an external antenna system normally

connected to the phone cell device?
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A. We | ook at options that are available, and
that's one option that's avail abl e.

Q Is there a particular manufacturer and node
nunber of this equipnment, that you are aware of ?

A ["'mnot famliar with what that is.

Q At Page 9 of Exhibit 91-T, your testinony
says that the phone cell system would probably work at
the 1ke Nel son and Bob Ti mm residences but not the
ot her residences at the Timm Ranch, and that's at line
13 and 14; is that correct?

A Yes.

Q Is the phone cell system a device that takes
out si de power and perforns its radio transm ssion and
conversion activities using that?

A. What do you nean by "outside power,"

commerci al power?

Q Yes, as opposed to sonme internal battery
system

A. Yes. It's an AC-powered device.

Q That is, the phone the cell device produces

an out put which is conmpatible with normal tel ephony in
terms of the frequency and anplitude of the signal that
is put on the copper wires that you would use in your
house; is that correct?

A I haven't read the technical specifications.
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That's my understandi ng t hough, yes.

Q It's nmy understanding that RCC did not test
as an alternative connecting several phone cell units
at the location on the Tinm Ranch or |ocations where a
signal could be received and connecting those by wire
with the residences, where for radi o reasons, signals
couldn't be received; is that correct?

A. That's correct.

MR. ONENS: | have no further questions, and
we didn't mark any exhibits for M. Guis, so | don't
have anynore questions and nothing to offer

JUDGE MACE: Do the conm ssioners have any
qguestions of this w tness?

CHAl RMOVAN SHOWALTER: | do.

CROSS- EXAM NATI ON

BY CHAI RAOVAN SHOWALTER:

Q | al so had questions about what the word
"l ocation" neans, and it is on your testinobny at 91-T,
Page 2. Is a location sonething that is an area
surroundi ng a given cell tower, or does the conpany
have a geographic area it's serving with many cel
towers and that whole area is the area you are testing?

A | guess it depends upon the application
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Where we have multiple cell sites that could cover one
pi ece of geography, then I would consider it nmore of a
network of sites covering that |arger geographica
area. However, in this instance where we are talking
about, you are lucky if one cell site can cover, so we
woul d i kely consider that one on a single-site basis;
t hough we do design it as a network.

VWhen we look at it, it's kind of hard to test
every square inch of a cell site's coverage area
because there aren't roads everywhere, and it's hard to
access each point on the ground that a cell site is
designed to cover. So when we look at it with a
conmput er nodeling before the site is built, we |ook for
the optimal location. That's the kind of things we are
t hi nki ng about when they | ook at the conputer nodel.

We see this whole area west of the site wouldn't be
covered because there is a big ridge in the way. You
woul d clearly not have 90 percent of that circle
covered, so we would | ook for an alternate |ocation
where we coul d achi eve as nmuch of the coverage goal as
possible with one single cell site.

Q But if you had a single tower on a mountain
top in the mddle of a big flat plain, then would you
define the total location as a circle surroundi ng that

cell tower of several mles?
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A. Probably in that instance if we used antennas
that radiated ommidirectionally, it would | ook nuch
like a circle, yes.

Q But if you had a single cell tower in the
nmount ai ns, would the | ocation of that area be sonme kind

irregular area anticipated to be served by the cel

t ower ?
A. I"'mnot sure |'"mfollow ng you.
Q VWay |' m confused, and maybe ot hers are too,

it says 90 percent of the locations within the service
area would get a good signal 90 percent of the tine,
and disregarding cell towers, if you just have a big
geographic area, it's pretty easy to understand that 90
percent of that whole area woul d get a good signal at

| east 90 percent of the tinme, but I didn't understand
that that's really how your accounting or your

cal cul ati on worKks.

It sounded to me as if you nmke a judgnent
about what a cell tower should serve, and that's sort
of the 100 percent, and then you hope to have it do
that 90 percent of the tinme?

A I think you are on the right track, and if
you went back to your hypothetical exanple, in a
perfect world, the pattern of a cell site's coverage

would be a big circle, and if it's this big, if it's a
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10-mile radius, maybe nine nmles of that radius would
be served very well all of the tinme, and that |ast one
mle of the radius would be that area where its
mar gi nal
We design cellular networks with a fade

mar gi n because we know you don't have the sane exact
signal. If | sat right here with my cell phone, it
woul d change signal |evels just because that's the way
the frequency acts. So on the margin of the sites is
where that not 100 percent availability factor cones
in.

Q But in the case of the one in the nountains
where there are lots and |l ots of mountains, then | take
it that the expected 100 percent area of that cel

tower is not as big as the first exanple.

A Maybe not as big, maybe not as regularly
shaped.
Q But whatever it was, you would hope that 90

percent of that |esser area would be served well 90
percent of the tine.
A That's right.
CHAI RWOVAN SHOWALTER:  Thank you.

JUDGE MACE: Any other questions?
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CROSS- EXAM NATI ON
BY COWM SSI ONER CSHI E:

Q M. Guis, can you go into some detail about
the factors that would come into play in your cost
estimate for cell tower placenent that varied, |
believe, fromyour testinmny of between 150- and
$500, 000?

A Certainly. First, we need to define an
obj ective for what we want covered with each cell site.
Fromthere, we design a search ring and send out sone
sort of site acquisition teamto | ook for |ocations.
That's the first cost we have is for the actua
searching for the site.

We will find sonme candi dates and do sone
testing, possibly drive testing, possibly conputer
nodel i ng, and come up with a | ocation where the goals
woul d be met, which would enter into the site
acquisition and the | and acquisition phase. There are
costs associated with permtting the site, |easing or
purchasing the site froma willing | andowner; a series
of zoning rules, which vary dependi ng on which | ocation
you pick, and that would result in the site of the
| ocati on being acquired.

The next phase is construction, in which we
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woul d have to sonehow either pay for commercial power
to be installed or install sone sort of alternate power
system such as generators and batteries or solar rays,
whi ch we have done in sone cases in the nountainous
side. The other costs are conming up with sone sort of
tower or structure to put our antenna rays on and the
construction of those; building a road or some sort of
access into the site so our technicians can access the
site; supplying a building and foundation to house the
el ectronics, and then the actual el ectronics thenselves
- battery backup systens, power systems, antenna cable
systenms, and the actual antennas thensel ves.

Q Woul d you characterize the cost estimates in
your testinony as being general in nature, or were they
specific to serving either the Timm Ranch or the Tayl or
resi dences?

A They were very general. W haven't done any
of the up-front work to understand the actual costs or
estimates based on other projects we've done.

Q So the estimate woul d be the high and | ow end
of what it could be.

A Yes, that's correct.

COW SSI ONER OSHI E:  Thank you.

JUDGE MACE: Anything further? M. Harlow.
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REDI RECT EXAM NATI ON
BY MR HARLOW
Q Thank you, Your Honor. Thank you, M. G uis.
Wth respect to the questions asked by M. Omens about
a repeater, and maybe you touched on this in your |ast
answer, but you nentioned the ancillary costs besides

the repeater and electronics itself. Do you recal

t hat ?
A Yes.
Q Woul d those costs be many or if not all of

the costs you just nentioned about site acquisition
power, building, antenna structures, and so on and so
forth?

MR, ONENS: | object. That's pretty |eading
on redirect.

JUDGE MACE: M. Harl ow?

MR. HARLOW 1'Ill rephrase it.

Q (By M. Harlow) What would be the other
ancillary costs that you would incur in a repeater in
addition to the repeater electronics itself?

A Everything | nentioned in the cost structure
of a cell site is present, including the cost of the
el ectronics. |It's nmerely that we are replacing one

cellul ar-based station with one cellular repeater
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Q Later on in cross by M. Owens, you were
asked a hypothetical about, as | understand it, placing
nmul ti pl e phone cells at M. Nelson's house and running
wires to the other houses. Do you recall that?

A Yes, | do.

Q Do you know how far those houses are,

potentially, from M. Nelson's house?

A | do not.

Q Do you know what the designed range of the
wired side, if you will, of the phone cell units is?

A No, | don't know.

MR. HARLOW That's all the redirect | have,
Your Honor.

MR, TRAUTMAN:. No further questions.

MS. ENDEJAN. No further questions.

MR, OWENS: Not hi ng, Your Honor.

JUDGE MACE: | believe all of the witness's
exhi bits have been admitted. Thank you. You are
excused. | believe the next w tness would be
Ms. Kohl er.

(Wtness sworn.)

DI RECT EXAM NATI ON

BY MR. HARLOW
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1 Q Can you pl ease state your name for the

2 record?

3 A It's Elizabeth Kohler

4 Q Ms. Kohl er, do you have in front of you what
5 have been marked as Exhibits 101-T and 102-T?

6 A | do.

7 Q Were Exhibits 101-T and 102-T prepared under
8 your direction and supervision?

9 A They were.

10 Q Do you have any corrections or updates to
11 your prefiled testinony?

12 A | do have a new title.

13 Q Woul d you pl ease indicate where we woul d nmeke

14 t hat change in Exhibit 101-T?

15 A. It would be Line 5, Page 1

16 Q What is your current title, your newtitle?
17 A It's vice president of |egal services.

18 Q Wth that update, if | were to ask you the

19 guestions contained in Exhibits 101-T and 102-T, would
20 your answers be the sanme as contained in those

21 exhi bits?

22 A It would. | was also asked ny title in

23 102-T, Page 1, and that would be Line 4.

24 Q Thank you. So that would be the other

25 updat e?
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1 A Yes.

2 MR. HARLOW  Your Honor, we offer Exhibits
3 101-T and 102-T.

4 JUDGE MACE: |s there any objection to the

5 adm ssion of those exhibits?

6 MR. TRAUTMAN:  No, Your Honor.

7 JUDGE MACE: |'Il adnmit them

8 MR. HARLOW Ms. Kohler is available for
9 Cross.

10 JUDGE MACE: M. Trautman?

11 MR, TRAUTMAN: Thank you

12

13

14 CROSS- EXAM NATI ON

15 BY MR. TRAUTMAN:

16 Q Good afternoon, Ms. Kohler
17 A. Good afternoon
18 Q First, does RCC include in its rates an

19 amount sufficient to build and maintain a network?

20 A. Qur rate structure supports our current

21 net wor k, vyes.

22 Q M. Guis testified, and | believe the data
23 responses also indicate that for these particul ar

24 | ocations, RCC had to make four to five visits to each

25 custoner's honme; is that correct?
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A That's correct.

Q And they also, | believe, had to make a cel
site adjustment at about $5,900; is that correct?

A | believe that is correct, yes.

Q Does RCC s rates include an anount necessary

to recover these anounts?

A The answer is --
MR, ONENS: |'mgoing to object to this
friendly cross. | don't believe the Staff's position

is adverse to this witness's testinony, and this
appears to be friendly cross.

MR, TRAUTMAN: It's pertinent information for
t he record, Your Honor

CHAl RMOVAN SHOWALTER: That's not the

questi on.
MR. TRAUTMAN: | don't know that it's
friendly cross. | don't know what her answer will be.
JUDGE MACE: |'Il allow the questions at this

poi nt and see where this |l eads. Do you have the
question in mnd?
THE WTNESS: | believe | do. The answer is
yes.
Q (By M. Trautman) 1Is it correct that none of
the naned applicants in this case have requested RCC s

service on a paying regul ar basis?
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A. That is correct.
MR, TRAUTMAN: Thank you. That's all | have.

JUDGE MACE: Ms. Endej an?

CROSS- EXAM NATI ON
BY MS. ENDEJAN:

Q Thank you, Ms. Kohler. | just have one
question, and if you will turn to what is the RCC
response to Verizon's Data Request No. 4, which has
been marked as Exhibit 412 in this case.

A I don't believe |I have a copy of that in
front of ne.

Q It's very short, and I just wanted to get
into the record that docunment, which has one question
which is, is RCCwilling to provide service to
applicants at the Timm Ranch | ocation and the Tayl or
| ocation at its customary rates?

A. Yes. M answer said using existing
facilities; that is true.

MS. ENDEJAN. Thank you. That's all | have,
and I would offer into evidence Exhibit 412.

JUDGE MACE: Any objection to the adm ssion
of 4127

MR. HARLOW No, Your Honor.
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JUDGE MACE: I will admt it. M. Owens?

CROSS- EXAM NATI ON
BY MR OVENS:

Q ' m Dougl as Onmens representing Qvest. In
answer to a question by Staff, you said that you agreed
t hat none of the named applicants in this case had
requested service from RCC, and you answered yes, and
by that, did you understand that counsel was asking you
whet her those applicants had contacted RCC directly and
requested service directly from RCC?

A That is true, yes.

Q Directing your attention to what has been
mar ked as Exhibit 401, please, is that a copy of the
petition that RCC filed with this comr ssion seeking
designation as an eligible telecomunications carrier

for certain areas within the State of Washi ngton?

A. It appears to be, yes.

Q Is it correct that you signed that on Page
14?

A | authorized ny signature, correct.

Q Directing your attention to Page 6 of that

same exhibit, you recite at Paragraph 11 that the FCC s

rul es provide that carriers designated as ETC s shal
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1 t hroughout their service area, No. 1, offer the

2 services that are supported by federal universa

3 servi ce support nechani sns either using their own

4 facilities or a conbination of their own facilities and
5 resal e of another carriers' services and to advertise
6 the availability of such services and charges

7 therefore; correct?

8 A Correct.

9 Q I n Paragraph 12, you stated that RCC is a
10 full-service wireless carrier which now offers all of

11 these services as described in detail below throughout

12 its service area; correct?
13 A That's correct.
14 Q It's also true, isn't it, that at the open

15 public neeting on June 14th, 2002, at which the

16 Conmi ssi on considered this application, you stated,
17 gquote, "We are excited about that prospect because we
18 know we have dead spots. We know that there are nore
19 peopl e out there that we want to serve and we fully
20 intend to serve. That's reflected in our petition."
21 Do you recall saying that?

22 A Yes, | do.

23 Q Now, is the Timm Ranch a dead spot for RCC
24 M nnesot a?

25 A I"'mnot qualified to answer that from an
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engi neeri ng standpoi nt.

Q As you use the term "dead spots" in your
statement to this conm ssion, would you consider the
Ti mm Ranch, based on what you know about it sitting on
the witness stand today, to be a dead spot?

A. I know that there is poor coverage there,
yes.

Q So yes, it's a dead spot.

MR. HARLOW  Obj ection, asked and answered.

MR OWNENS: | didn't get a clear yes or no.
I got an answer, W know there are areas of poor
coverage, yes, but my question was is it a dead spot,
and | think I"'mentitled to a yes or no and an
explanation if there is one.

CHAI RMOVAN SHOMWALTER: |'m going to interject
here. The witness has said she's not an engi neer, and
the question -- is this term"dead" a technical term
or is this a lay way of asking that question?

MR, ONENS: |'m sorry, Madam Chai rwoman. |
t hought | asked her as she used it in her statement to
you on June 14th, is it a dead spot based on what she
knows now.

JUDGE MACE: |If you can answer.

THE W TNESS: Sure, yes.

Q (By M. Ownens) But it's also true that RCC
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M nnesota has no intent to build any facilities to
i mprove service to the Timm Ranch; is that correct?

A No.

Q That's not correct. Directing your attention
to Exhibit 410, that asks if the residents in the Timm
Ranch | ocati on, who have been using service on a tria
basis from RCC, decide to request pernmanent service,
RCC woul d construct a new cell tower, and the answer is
you woul d not.

A Correct.

Q Exhi bit 408, if you could | ook at that, that
i ndicates that as of the date of this response, there
were no areas in which RCC has determined to invest to

expand its facilities in response to the Conm ssion's

designation of RCC as an ETC. |Is that correct?
A Yes.
Q Is that still true today?
A To the best of ny know edge.
Q Yet you answered a minute ago that it wasn't

true that RCC had no plans to build to inprove service
to the Timm Ranch. Can you tell us where we can find
t hose pl ans?

A. | believe that it's our conmpany's intent to
eventually build a network that provides service

t hroughout our service area.
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1 Q But that intent isn't expressed in any

2 witten form is that correct?

3 A I don't believe there is a budget prepared
4 that would include that today.

5 Q Or any other witten docunent, a business
6 pl an or any kind of statenent other than your verbal

7 description; is that correct?

8 A | believe the company's intent is expressed
9 inits commtnents to pursue ETC objectives in writing.
10 | believe those comitnents have been made.

11 Q But there is no specifics as to when, where

12 and how that intent would ever be translated into
13 actual construction at specific places in the state; is

14 that right?

15 A No.

16 Q That's not right?

17 A No, that's not right.

18 Q VWhere could we find those?

19 A. We prepare annual capital budgets.

20 Q But you said, | think, a mnute ago that this
21 i ntent had not been reflected in the capital budget; is

22 that correct?
23 A. I'"'m confused now on your |ine of questioning.
24 MR, HARLOW  Your Honor, | think M. Ownens is

25 ki nd of m xing apples and oranges here. |n one
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1 question he's tal ki ng about specific plans for the Timm
2 Ranch, and in another area, he's tal king about specific
3 plans within the State of Washington. | think that's

4 where the witness is getting confused.

5 MR OWENS: | don't think my questions

6 required editorializing. | think ny questions were

7 clear. 1'Il try to reask the question

8 JUDGE MACE: | think the witness did express

9 that she was confused, so if you could go back over

10 t hi s.

11 CHAl RWOVAN SHOWALTER:  1'Il just add, | was
12 confused on the sane point, so | think your question
13 doesn't make clear -- are you talking about a genera
14 pl an for our state or a plan to go to the Ti mm Ranch
15 area woul d be hel pful.

16 Q (By M. Onens) |Is there a specific plan to
17 build facilities to inprove service at the Ti mm Ranch?
18 A No.

19 Q Is there a specific plan to build facilities

20 at any other location in the State of Wshi ngton?

21 A Yes.
22 Q Where woul d that plan be found?
23 A. It would be found in our network operations

24 depart ment.

25 Q Can you explain why RCC does not provide sone
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identification of that docunment or that plan in

response to the request in Exhibit 408?

A The plans were just finalized for 2003.
Q When did that occur?
A. I would have to check with ny network

operations teamfor a date.

Q Was it within the | ast nonth?
A Yes.
Q Do you know why no suppl enmental response to

this data request was provided to Qwest indicating that
devel opnent ?

A If your question is specific to the question
identified in Exhibit 408, at this point in tinme, we
have not incorporated the receipt of ETC funding in our
capital plans because we have just started to receive
funding. So specific to our designation, there is no
busi ness plan allocating capital dollars to expand the
facilities.

Q So there hasn't been any change in reference
to Exhibit 407 reflecting advancenent of construction
deadl i nes stinulated by the designation of RCC
M nnesota as an ETC as di stingui shed fromthe actua
recei pt of USF dollars; is that correct?

A That's correct.

Q Exhibit 53 is RCC s response to a data
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request that asks for the support for the expected
subsi dies --

JUDGE MACE: Excuse nme. This is an exhibit
marked for Ms. Jensen?

MR. OMENS: Yes, that's correct.

MR, HARLOWN You will have to provide a
witness with the copy of that. It wasn't identified as
one of her cross-exhibits.

MR. ONENS: May | approach?

JUDGE MACE: Yes.

Q (By M. Ownens) The third page of the
document, | believe, consists of a table that sets
forth the anticipated --

MR. HARLOW Excuse ne, Your Honor, if we
could make sure we are all on the sane page. Since
this was a fax, at the top right of each one, there is
a page M. Owens is referring to, 413.

MR. ONENS: | gave ny only copy to the
Wi t ness.

Q Page 4 of 13, and that sets out RCC s
calculation of its estimted 2003 annual support in the
St ate of Washi ngton; correct?

A That's correct.

Q And that's based on sonme nunber of RCC

custoners and so much USF and interstate access support
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1 per customer; is that correct?

2 A That is correct.

3 Q And that's on a per-nmonthly basis and then
4 it'"s multiplied by 12 to get to the total

5 A Ri ght .

6 Q At least as far as the interstate access

7 support, it's correct, isn't it, that RCC can coll ect
8 for custoners who are in exchanges served by ILEC s who
9 are eligible for that support but not for ILEC s such
10 as Qmnest, which were not eligible; is that correct?
11 A That's correct.

12 Q So you nust have sonme neans of

13 di fferentiating RCC custoners who are in service areas
14 of conpanies who are eligible for support fromthose
15 who are in areas of conpanies which are not eligible
16 for support; correct?

17 A Correct.

18 Q And is the basis of that the custoner's

19 billing address?

20 A That's correct.

21 Q These custoners are both nobile and fixed
22 wi rel ess custonmers, or are all they all nobile

23 custoners?

24 MR, HARLOW  Obj ection, no foundation.

25 JUDGE MACE: M. Onens?
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1 Q Are there both nobile and fixed wirel ess

2 customers that RCC serves?

3 A. These custonmers are custonmers using our CMRS
4 service, commercial nobile radio service. They may use
5 their service in a fixed application with the right

6 prem ses equi pnent. | have no way to determ ne that.

7 Q Do you know how many of the RCC custoners for
8 whom i nterstate access support would be conputed as a
9 conmponent of the recovery on this exhibit, Page 4,

10 woul d be attributable to custoners whose billing

11 addresses are in the Verizon Bridgeport exchange?

12 A. Yes.
13 Q Is that a confidential nunber?
14 A. The actual nunber today that we report to

15 USAC is not a confidential nunber.

16 Q Can you state what that nunber is?

17 A What the nunber is?

18 Q Yes.

19 A | would have to | ook at their Wb Site or

20 talk to ny financial folks.

21 MR, OWNENS: Could we have that supplied as a
22 | ate-filed exhibit, Your Honor?

23 MR. HARLOW Record requisition, you nean?
24 MR, ONENS: |f that would suit the purpose

25 MR, HARLOWN Wbul d you repeat it slowy?
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MR. OWENS: Certainly. The number of
custoners of RCC woul d generate interstate access
nmont hl y uni versal service support shown on Page 4 of
Exhibit 53 with billing addresses in the Verizon
Bri dgeport exchange.

THE WTNESS: Can | clarify the record now
that you've repeated the question? The line count we
submit to USAC are based on geographic areas identified
by the ILEC. So our USAC information or publicly
avail able information will reflect the nunber of
customers in the Verizon service areas identified, and
there are two in the State of Washington in our service
ar ea.

The breakdown at the wire center |evel, the
Bri dgeport exchange, may not be publicly available on
the USAC Wb Site, but | believe that's sonmething we
can calculate internally.

Q I'"msorry; you confused nme. There are two
what? You said there were two --

A Verizon has two territories that they report
for | SA support.

JUDGE MACE: And I SA support is....

THE W TNESS: Interstate Access Support.

MR. HARLOW So with that, M. Owens, would

it be acceptable, if necessary, to produce that as a
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confidential response?

MR. OVNENS: That would be fine

JUDGE MACE: It will be Records Requisition
1-C, please

MR, HARLOW Do you understand the question

now?
THE WTNESS: | do, yes.
MR. HARLOW We won't have an objection to
t hat .
Q (By M. Ownens) Directing your attention to

what's been marked as Exhibit 409 and the factors that
you identify there as those which you use in meking
infrastructure investnent determ nations. The first of
those is conpetitive pressures. In the situation of
the Ti mm Ranch, how does that factor relate to your
decision not to invest to build facilities to inprove
service to the Ti nm Ranch?

A In a general way, we evaluated the cost to
deploy the infrastructure necessary to i nprove coverage
in that geographic area and assess the potential for
t he nunber of custoners that we could obtain or return
on that capital investnment, and the economi cs don't
justify that capital investnent.

Q So as to this particular area then,

conpetitive pressures would not have been a factor that
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determ ned your decision; is that right?

A. Correct, yes.

Q The next factor you identify as one that you
woul d consider is the nunber of roam ng m nutes that
RCC can anticipate, and would it be correct that you
woul d normal ly antici pate gaining roam ng m nutes by
building facilities that were close to a major highway?

A One factor we | ooked at when we | ooked at
roam ng revenue, yes.

Q Then the | ast one you say is the nunber of
new subscri bers that RCC would gain, and that's the one

you referred to a mnute ago.

A Yes.
MR. ONENS: Your Honor, that's all | have,
and we would offer -- I'msorry.

(Di scussion off the record.)

Q (By M. Owens) Let's return for a mnute to
Exhibit 53, if you would, and this is on Page 7. On
the sixth line down on the left side, it says, "Verizon
Nor t hwest Washi ngton," and then the second colum from
the right, there is a nunmber. It looks like 19,243,
and that appears to be under a heading on the next page
that says, "RCC s custoner within LEC, " so then woul d
the Conmmi ssion correctly understand that's the count of

RCC s custoners in the totality of Verizon's service
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area i n Washi ngton?
A | believe that's correct.
Q So the nunbering in the Bridgeport exchange
woul d be sonme subset of that.
A Correct.
MR. ONENS: That's all. W would offer 407
t hrough 411.
MR. HARLOW No objection, Your Honor.
JUDGE MACE: |'Il admit those exhibits.
Commi ssi oners?
MR, HARLOW Did we dispose of Exhibits 401
to 4067?
JUDGE MACE: We'Il deal with that after the

commi ssi oners' questions.

CROSS- EXAM NATI ON
BY CHAI RWOVAN SHOWALTER:

Q You say in your testinmony that you are
schedul ed to get universal service funds January of
this month. That's now. Have you actually gotten a
check yet?

A. I did. A copy of it's framed on ny wall. W
got our first check

Q | believe | heard you say you have conmitted,
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as you nust, to spend that noney buil ding out your

network in this state; is that correct?

A That's correct.

Q Your testinony says you have 44,000
custoners. |s that roughly still an accurate figure?

A Yes.

Q Is this a correct characterization of your

testimony, that you are going to continue to build out

your network but that the Timmor Taylor |ocations are

too lowin the priority of your business plan to be the
subject of a build-out, at least if you go according to
your plan?

A That's true as we | ook at 2003. W | ook at
our capital expenditure each year as we approach the
cl ose of the previous cal endar year

Q Is a way to put this that it's because you
see that if you spend your noney in other ways, you
basically get nore bang for the buck either in terms of
revenues or customers or network effect?

A That's true. W also do anticipate in our
nodel of how we rang our capital expenditures that we
wi Il include the subsidy |evels that are avail able
t hroughout the rural conmunities in Washi ngton because
now that that's part of our equation, we can justify

capital expenditures in those rural communities that we



0337

1 ot herwi se couldn't with our current econom ¢ busi ness

2 nodel .

3 CHAI RWOVAN SHOWALTER:  Thank you.

4 JUDGE MACE: Any other questions? Redirect?
5 MR, HARLOW Thank you, Your Honor,

6 Ms. Kohl er.

9 REDI RECT EXAM NATI ON

10 BY MR. HARLOW

11 Q M. Owens cross-exam ned you regarding

12 Exhi bit 401 and your statenents at the Comr ssion open

13 meeting in June of last year. Do you recall that?

14 A | do.
15 Q Specifically, he focused in on your usage of
16 the termor RCC s usage of the term "throughout." Do

17 you recall that?

18 A | do.
19 Q What does RCC nmean by "throughout" as used in
20 its application before this conmm ssion and before the

21 comi ssi oners?

22 A We believe that throughout our service area
23 is to provide service in our FCC |icensed area.
24 Q Does it mean service at every tree and rock

25 and cabin and ranch within an area?
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A No, it doesn't.

Q Wiy is that? Let nme be nore specific. |Is
there some reason under federal law in ternms of
obligations as you understand them of an ETC that you
don't define throughout every single tree and rock and
ranch?

A In the petition for our eligible
t el ecommuni cations carrier status, the FCC has a
requi renment that you nake a commtnent to serve
t hroughout your service area. W nmke that commitnent.
We hope access to the funds will accelerate the
depl oynment of infrastructure to provide this idea
ubi qui t ous network

| think the reality is you can never expect
100 percent coverage in every square inch of your
service area, nor is that econom cally desirable
because people will not use their phone in every inch
of your network.

Q To your know edge, has the FCC supported your

interpretation of the term"throughout" in any of its

orders?
A Repeat edl y, yes.
Q Can you give us any exanples off the top of

your head?

A I don't have the citations. | can provide
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t hem
JUDGE MACE: You can put that in your brief.

Q Ms. Kohler, if you could turn back to Exhibit
53, which M. Oamens was cross-exam ning you on, and in
particular, you may turn to Page 9 of 13. Do you have
that page in front of you?

A | do.

Q Do you recall M. Owens asked you if another
page in this exhibit showed the anticipated support RCC
woul d receive for the State of Washington, and he had a
foll owup question, and that's getting you to agree
t hat was based on the nunber of RCC customers and
support amount per customer? Do you recall that
question and answer series?

A | do.

Q Does this page show the support amount on a
per-custoner basis that RCC can expect to receive in
| ocations in the State of Washington?

A. This page reflects the ampbunt of interstate
access support currently available to the carriers that
are identified in the third colum, and there is a
factor that's applied. There is an interstate access
support level for residential single line and then a
final colum, a slightly reduced subsidy |evel for

mul ti-line business, and our subsidies are based on the
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i ncunbent carrier subsidy |level and cal cul ated on a per
loop or in a wireless environnment. That's a per
customer |ine.

Q Do you know if in this case with regard to
the Ti mm Ranch, specifically, which carrier's support
| evel you would refer to?

A I"'mreally not sure which of the Verizon
mar ket s that Bridgeport exchange falls into. They are
relatively close in the amunt of interstate access
support, but | don't know which one.

Q To the nearest dollar, can you tell us if the
Conmmi ssion were to follow Qrmest' s apparent
recommendati on that RCC be ordered to serve those five
residents, can you tell how nmuch additional support RCC
woul d receive to cover the cost of providing service to
t hose residents?

A On a per custoner basis, it would be either
$8.56, if you round up, or $8.72, depending on which of

the Verizon study areas that the Bridgeport exchange

fell.
Q Is that a per-nonth figure or per-year
figure?
A. That is a per-nonth figure.
MR, HARLOW Thank you, Ms. Kohler. That's
all | have.
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JUDGE MACE: M. Trautman?

MR, TRAUTMAN: Not hi ng further

JUDGE MACE: Ms. Endej an?

MS. ENDEJAN:  Not hing further

JUDGE MACE: M. Owens?

MR, OWENS: Just in response to that |ast

seri es of questions, Your Honor.

FURTHER CROSS- EXAM NATI ON
BY MR OWENS:

Q There is nothing that requires that RCC spend
support dollars it receives in one area in Washi ngton
to make investnents in that sanme geographic area, is
t here?

A As | understand the rule, the support nust be
spent in the subsidized areas of the state. W did
seek ETC designation and receive the designation
t hroughout our service area, so to answer your
guestion, our support is going to be targeted to the
rural service areas that we cover in the State of
Washi ngt on.

Q Let ne rephrase it then. For exanple, if you
are an ETC in the Kettle Falls wire center of

CenturyTel and you receive universal service support
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1 attributable to Iines you serve there, there is nothing
2 that prevents you from spendi ng those dollars for other
3 supported services in another exchange in which you are

4 also an ETC, is that correct?

5 A. That's my understandi ng, correct.
6 MR. OAENS: That's all.
7 JUDGE MACE: W th respect to exhibits,

8 M. Owens, Qmest had marked 401 through 4067

9 MR. OVNENS: Yes. | overlooked to offer those
10 as well, Your Honor.
11 JUDGE MACE: |s any objection to the

12 admi ssion of those exhibits.

13 MR, HARLOW None.

14 JUDGE MACE: They are admtted. W are

15 adj ourned for a 15-m nute break.

16 (Recess.)

17 JUDGE MACE: Let's be on the record. W are
18 now going to go ahead with the Qwest wi tnesses, and the

19 first Qwest witness will be Ms. Jensen; is that right?

20 MR. OVWENS: Qwest calls Theresa Jensen.
21 (Wtness sworn.)

22

23

24 DI RECT EXAM NATI ON

25 BY MR. OVENS:
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Q Good afternoon, Ms. Jensen

A Good afternoon.

Q Pl ease state your name and address for the
record.

A Theresa Jensen, 1600 Seventh Avenue, Seattle,

Washi ngton, 98191, and that's Room 3206.

Q Thank you. Are you the sanme Theresa Jensen
who has caused to be prefiled in this case testinony
dated July 5th, 2002, that's been marked as Exhi bit
50-T and testinony that was redated Decenber 27th,
2002, that's been marked as Exhibit 51-T and an exhibit
purporting to be the staff response to Qunest Data
Request 82 that's been marked as Exhibit 52 and an
exhi bit purporting to be RCC s response to Qunest Data
Request 2 that's been marked as Exhi bit 53?

A Yes.

Q Are the testinonial exhibits true and correct
to the best of your know edge?

A Yes.

Q If | were to ask you the questions in those
exhibits, would your answers be the same?

A Yes, they woul d.

Q Are the exhibits purporting to be copies of

data requests true copies of those requests received by

Qnest ?
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A. Yes, they are.
Q Do you have any additions, changes, or
corrections to any of your exhibits?
A No, | don't.
MR. ONENS: | would offer 50-T, 51-T and 52
and 53, and Ms. Jensen is available for
Cross-exam nation.
JUDGE MACE: |s there any objection to the
adm ssion of the proposed exhibits?
MR, TRAUTMAN: No, Your Honor.

JUDGE MACE: I'll admt them M. Trautnmn?

CROSS- EXAM NATI ON

BY MR. TRAUTMAN:

Q Good afternoon, Ms. Jensen
A Good afternoon
Q I would like to turn first to Exhibit 50-T,

whi ch was your July 5th testinony, and if you could
turn to Page 8. Starting on Line 6 and going down to
Line 11, you state that, "a decision to conpel Qwest to
serve the Tinm Ranch area when other conpani es have
been designated as ETC s in this area and Qwest has not
is at odds with the public interest. Such a decision

woul d encourage conpani es, know ng that they can
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potentially obtain high-cost support funding w thout

being required to neet the correspondi ng obligation to

serve to apply for ETC designation.” |s that correct?
A Yes.
Q In your view, have Verizon and RCC behaved in

this manner, in the nmanner you descri be?

MR, ONENS: |'mgoing to object. This
guestion is related to a decision by the Conm ssion
not to a decision by RCC, so the decision to conpel
Qwvest to serve

MR, TRAUTMAN: | can sinply ask does
Ms. Jensen believe that RCC and Verizon at this point
have behaved as described in Lines 8 through 11

THE WTNESS: | think that I'll answer those
separately. For Verizon, | believe they understand
their obligations when they volunteered to be an ETC as
to how they are to spend high-cost support funding, and
there has been no decision to date that woul d perhaps
qualify or change their planning strategy with respect
to how they m ght use those funds. So again, it's the
decision that |'m concerned about that would infer an
ETC does not have an obligation that they voluntarily
signed up for that would drive this behavior, and that
position hasn't occurred.

Wth respect to RCC, fromthe testinony we've
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1 heard in this proceeding, | am concerned because

2 think there is an inference by RCC that while they have
3 vol unteered to serve throughout the area for which

4 t hey' ve received ETC designation that they qualify

5 that, and again, | would say | don't believe there is
6 any decision driving that qualification, but | think

7 they are behaving in a manner that's different than our
8 under st andi ng of the conm tnment one volunteers to be an
9 ETC as wel |l as our understandi ng of the Comm ssion's

10 orders approving their request to be designated as an
11 ETC.

12 Q (By M. Trautman) Could you turn to Page 14,
13 and 1'mlooking at Lines 4 through 6, and there, you
14 state that M. Shirley's testinony does not clearly

15 support allowi ng Quest to recover all of its

16 rei nforcenment costs; is that correct?

17 A. That's correct.

18 Q Are you famliar or do you recall staff's

19 recommendation in 1999 in a case involving CenturyTe
20 that CenturyTel be pernmitted to recover all of its
21 rei nforcenment invested when it constructed facilities
22 fromthe Twi sp exchange through the Qwest Pateros
23 exchange to serve hones on Libby Creek Road?
24 A I don't specifically recall -- I'"mnot sure

25 how you characterize that. Did you call it staff
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1 recomendat i on?

2 Q Yes.

3 A But my coments are specific to M. Shirley's
4 testimony in this proceeding as well as Exhibit 52 and
5 the response to this specific question.

6 Q So you don't know whether staff reconmended

7 that recovery for reinforcenent be allowed in that

8 case.
9 A I haven't looked at it and | don't recall
10 Q Do you recall whether the Comm ssion

11 permtted such recovery?

12 A No, | don't.

13 Q If you could turn to Page 15, Lines 17
14 t hrough 21, and you are asked if Verizon agreed to
15 serve applicants for service in the Bridgeport

16 exchange, and your response is, "Yes, they agree to

17 serve all applicants.” In your opinion, would this
18 i nclude the Taylor |ocation?
19 A. Actually, | haven't paid a ot of attention

20 to the Taylor location. VWhich exchange would that be
21  in?

22 Q That woul d al so be in the Bridgeport

23 exchange.

24 A If the Taylor location is in the Bridgeport

25 exchange, | woul d say yes.
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Q Li kewi se for the Tinm Ranch | ocation?

Yes. As long as those individuals applied
for service with Verizon.

Q Woul d that same anal ysis apply to RCC when
they applied for ETC status within the Bridgeport
exchange?

A Yes, | believe it would be because they
committed to serve all applicants throughout their
service area. Now, the qualification again is
applicant, if the custoner has applied for service with
t hem

Q Coul d you turn to Page 18 of the sane
testimony, and |I'mon Lines 15 through 17, and there,
you state that a decision in this case that identifies
the facts upon which a waiver should be granted or
deni ed shoul d serve as gui dance to other
t el ecomruni cations providers; is that correct?

A That's correct.

Q Is it Qvest's position that the Comm ssion
acting with the limted input provided in this case
should set linmits on all line extensions in this case?

A Coul d you be specific as to what kinds of
limts you are tal king about?

Q Let me al so ask, you say that this case

shoul d serve as gui dance for other cases, and | guess
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to what extent, based on the input, the limted input
in this case, should this case provide gui dance or set
limts or paranmeters regarding recovery for line
extensions in other cases?

A. I think all decisions by the Comn ssion
provi de gui dance as they are qualified by the
Commission in its decision. | would disagree that the
facts are limted in this case. | think that there is
a lot of facts in this case that speak to potentia
applicants, specific applicants, and estimted cost to
serve those applicants, but based on the facts in this
case and the decision that the Commission ultimtely
reaches, you can be guaranteed that at a m ni mum
ILEC s, and potentially carriers that apply for ETC
designation, will consider this as a policy decision of
this comm ssion in terns of how they handle this
request.

Q If the Commission is going to provide
gui dance to other providers regarding the provision of
service extensions, is that type of guidance better
provi ded through rul e-maki ngs or an adj udi cation such
as this one?

A. I think there is quite a bit of discussion
Gui dance is kind of difficult. Let's assune the very

specific facts of the question before the Comn ssion
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whi ch is whether under the current rule a waiver should
be granted based on facts that Verizon has presented.

| think that in the rule-making that [ed up
to the adoption of this rule, there was a | ot of
di scussi on on what that mght |look |ike, and | think
all of the parties agreed that you couldn't necessarily
predefine it, and in fact, that's why the rule doesn't
predefine it, and I think as we understood in our
participation in that proceedi ng, the understanding
was, the intent of the |anguage in the rule was that as
conpani es deened, it was appropriate because recall in
the rule itself in Section 7(b)(2), what the Comm ssion
did do in its adoption of the rule is determ ne what
types of things, what type of infornation, the
Conmi ssi on woul d consider in granting a waiver, and
think that's as far as the Commission felt confortable
proceedi ng, and based on the discussions in the
rul e-making, | think that no one could define a precise
line upon which a waiver could be granted. So this was
perhaps the best solution the Comr ssion could come up
with to recognize that there may be circunstances in
which a custonmer is not reasonably entitled to service,
and a wai ver request is appropriate.

Now, with respect to this proceeding, this is

the first proceeding |'m aware of where the Comni ssion
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has been asked to make that decision based on a
specific set of facts, and so back to your question,
believe yes, that the Comr ssion now has facts that are
uni que to this situation but may be anal ogous to other
situations that have occurred in the past or will occur
in the future, and their decision will drive business
deci sions as to whether other conpanies seek a waiver
and potentially seek ETC designation in the State of
Washi ngton or choose to serve in the State of
Washington if they don't today.

Q | believe you've testified in many places in
your testinony that it would be unwi se for the
Commi ssion to alter the existing exchange boundari es;
is that correct?

A Yes, that is correct.

Q Did Verizon approach Qwvest in the sumrer of
2001 and ask Qwest to consider serving the Timm Ranch?

A I don't renmenber the precise date when there
was a discussion, and | also can't share with you who
comenced the discussion, if it was either Qunest or
Verizon. | think Qwvest may have approached Verizon
after Verizon filed this petition or was aware of
Verizon's intent to file this petition to see if they
m ght be interested in a territory exchange.

There may have been di scussions prior to that
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as well at the engineering |level between Verizon and
Qnest that | was not aware of.

Q What is the territory exchange to which you
are referring?

A. We had sone customers in an exchange -- and
I"'msorry. | don't remenber which exchange it is --
that had expressed some general interest in perhaps
obtai ning service from Quest, and we were aware, as |
mentioned, of this proceeding and that either the fact
that they had already filed a waiver or planned to file
a wai ver that included the Nelson |location. At that
time, it was limted to Nelson only.

Q Do you recall whether the exchange woul d have
i ncluded the Turtle Lake devel opnent ?

A. | don't know that it's a developnent. | know
that the area we tal ked to them about was in that area.

Q Do you recall sending a fax to Joan Gage of
Verizon asking whether GIE would be willing to serve to

custoners located close to the Turtle Lake devel opnent ?

A Yes, | do.

Q Do you renenber asking themto call Don
Hart zog?

A Yes.

Q Who is Don Hartzog?

A He's the |l ocal engineer for that area.
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Q That area being..
A The area around the Turtle Lake in response
to my question.

JUDGE MACE: |s he a Qwmest enpl oyee or a
Veri zon enpl oyee?

THE WTNESS: He's a Qmest enpl oyee.

Q (By M. Trautman) What's the total area he's
responsi bl e for?

MR. OAENS: ['mgoing to object to this Iine
of inquiry. Qwest has been nade a party to this case
over its objection to determ ne, anong other things,
the conditions, if any, under which the Commission's
power under RCW 80. 36.230 shoul d be exercised or
alternatively or maybe conjunctively sonme adjudi cation
of an allocation of costs should be entered into
concerning the extension of service to the Tinm Ranch

None of this discussion about hypothetica
exchanges that never occurred really has any bearing on
that. Ms. Ruosch testified earlier in this proceeding
yesterday that Verizon considered such an exchange and
ultimately determ ned not to proceed with it, and it
seens to me we are sinply burdening the record with
irrelevant material that's not going to be pertinent to
t he Commi ssion's decision on the issues as to which

Qnwest has been nmade a party, and it doesn't seemto ne
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it has really bearing on issues pertaining to whether
Verizon's waiver should be granted.

MR, TRAUTMAN: | think it has a great deal of
bearing. The issue Qanest raises is whether the
boundary line should be altered and whet her one conpany
shoul d be made to serve or provide an extension in
anot her territory, and nore generally, conpanies
provi ding service across territories, and as far as the
di scussi ons between Qmest and Verizon regarding Turtle
Lake, they are hardly hypothetical discussions. They
were real discussions that occurred between the
conpani es.

CHAl RMOVAN SHOWALTER: What this proceeding
is about is whether Verizon should be granted a waiver,
so can you explain howthis line of inquiry is relevant
to whether Verizon should be granted a waiver?

MR. TRAUTMAN: It's also relevant -- the
i ssue Qwest has raised is whether the boundary I|ines
shoul d be adjusted to require Quest to provide service
to an area that's currently in Verizon territory, and
part of Qwest's position is, W never do this. This
shoul d not be required, and part of this testinony is
to show yes, indeed, they have i ndeed contenpl at ed.

CHAI RWOVAN SHOWALTER: |s the question before

us whether there is a boundary |ine adjustnent or
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shoul d be? Do you perceive that to be an active issue
in this proceeding?

MR, TRAUTMAN: Yes. Utimately, if Qnest is
to be required to provide service. Oherw se, Quwest
woul d not even be participating in the proceeding.

That was part of the rationale for the Conm ssion
j 0i ni ng Quwest.

MR. O/NENS: Can | nmke one | ast statement?

(Di scussion off the record.)

JUDGE MACE: At this point, we are going to
sustain the objection to this line of questioning. You
have established, |I think, on the record that there has
been sone negotiation about a possi bl e exchange of
custoner's service territory between Verizon and Qwest,
and at this point, we want you to go on to another
t opi c.

MR. TRAUTMAN: Can | ask a point of
clarification then, because | want to be clear what the
Conmi ssion deens to be at issue in this case, because
it was staff's understanding that one of the issues was
Qwest should be required to serve the Ti mm Ranch

JUDGE MACE: | think one of the issues raised
in your nmotion to join Qwest was whet her Qwmest should
be a party to this proceeding for a nunber of different

pur poses, and one of those purposes was to provi de sone
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1 perspective to the Comm ssion in terns of its

2 eval uation of Verizon's request for a waiver.

3 MR, TRAUTMAN: So is that the only issue

4 regardi ng Qunest that is deemed before the Comm ssion?

5 I ask that because there was substantial testinony by

6 Qnest as to their cost of service and testinony about

7 the propriety of requiring themto serve and possibly

8 the propriety of altering the exchange boundary.

9 MR. ONENS: We were ordered to provide our

10 cost of service in the Third Supplenmental Oder, so we
11 conpl i ed.

12 JUDGE MACE: | think that we regard this case
13 as what's been noticed, which is our request by Verizon
14 for a waiver to extend service to the Tinm Ranch and

15 Tayl or | ocation, and the main purpose of the proceeding
16 is to cone to that determ nation.

17 THE W TNESS: Your Honor, if | may,

18 M. Trautman made a statement in this discussion about
19 Qnest's testinony that was not accurate. Do you need
20 to correct that on the record?

21 JUDGE MACE: | think what you need to do is
22 check with your counsel, and perhaps he can help you

23 clarify it during redirect.

24 THE W TNESS: Thank you.

25 Q (By M. Trautman) Could you turn to Exhibit
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51-T, and on Page 2, you state that WAC 480-125- 40,
whi ch was the accessory formrule --

JUDGE MACE: Where are you, counsel?

MR, TRAUTMAN: |'mon Lines 17 through 19.

Q -- and you state that that particular rule
has been invalidated by a court; is that correct?

A That's correct.

Q Does Qmest have a tariff in place that
recovers an anount for universal service as identified
in Docket 980311- A?

A Quwest has a tariff in place as a result of a
Conmmi ssion order that directed it to take an existing
rate el ement and divide it into two conponents, one of
t hose conponents being | abeled as directed by the
Conmi ssion rule as a universal service rate conponent.
That rate was a rate set by the Cormission in a rate
case proceeding for Qwvest, so Quest's tariff sinply
conplies with the Commr ssion directive.

Q So there is a tariff in place currently.

A There is a tariff that was filed in
conpliance with the Conmi ssion order, yes.

Q If you could turn to Page 4 of the sane
testi nony, Exhibit 51-T, the bottom of the page,
starting on Line 16 and continuing to Page 5, Line 5,

you state that Qmest has conpl eted extensions under WAC
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480-120- 071, but has not sought recovery because anpbng
ot her reasons, Qwmest would have to nmake manual
accounting entries. |Is that true?

A. That's true. In Qunest's discussions with the
Commi ssion staff, we found there are a nunber of
unwritten requirenments associated with WAC 480-120-070
we were not aware of.

Q And | believe you state that there are al so
i ssues concerning generally accepted accounting
principles; is that correct?

A Yes. The Conmission staff is asking us to
make record of this transaction should we choose to
exerci se the method all owed under WAC 480-120-071 t hat
are not in accordance with proper accounting.

Q What particular accounting concerns do you
have in mind?

A | can give you sonme exanpl es of sone
speci fics because we've had some prelimnary
di scussions with Staff. Qwest has been advised that if
we choose to recover these costs through a term nating
switched access rate conponent that we have to take the
revenues that we collect as a result of this rate
el ement associated with |ine extensions and to renove
those fromthe revenues that we actually collect and

record on our accounting records.
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We've al so been advised that the costs
associated with the capital and expenses for depl oying
the Iine extension has to be renmoved from our records,
and in addition, any tax inplications associated with
ei ther the revenues or expenses need to be renoved. So
| refer to these on Line 21 as off-book adjustnents. In
ot her words, under GAP accounting rules in SEC
requi renents, we would record those as both revenues
and expenses incurred within the year that they
occurred on our books, and for state regulatory
pur poses, we've been asked to renove them from
intrastate results.

Q Does Verizon conpete with Qwmest inside of
Qnest's Seattl e exchange?

A. Yes, they do.

Q Do they do this through service to the
Uni versity of Washington?

A That | don't know as fact. | have heard
that, yes.

Q If the policy of the Comn ssion were that
conpani es nmust serve within their exchange boundary but
that companies may fulfill that obligation by having
anot her conpany cross the boundary to provi de service,
do you see any problemw th one conpany serving in

anot her exchange?
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A. Wul d you repeat your question?
Q Do you see any problemw th a conpany
fulfilling its obligation to serve by having anot her

conpany cross the boundary to provide service?

A. If I understand your question correctly, |
think the Conmi ssion does not prescribe how a conpany
fulfills its obligation to provide service withinits
exchange, and that a conmpany within its own exchange is
free to provision services as long as it nmeets the
Conmi ssion service quality rule or technical paraneters
however it sees fit, and if that means, for instance,
Verizon were to go to a conpetitive |ocal exchange
conmpany and utilize their facilities to serve a
custoner, they would be free to do so.

Q Doesn't Section 5 of the line extension rule,
which is captioned "extension of service to neighboring

exchange facilities,” doesn't that contenplate
conmpani es agreeing to provide service in another
exchange, in a nei ghboring exchange?

MR, OWENS: Your Honor, the rule speaks for
itself.

JUDGE MACE: It does. | will allowthis very
short answer, a yes or a no, if you can.

THE W TNESS: I'mnot sure that it does,

because |I'm | ooking specifically at 5(b), which refers
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to newy constructed facilities being the property of
t he extendi ng conpany but the exchange boundary wil |l
remai n unchanged.

I think the intent here, and this is a quick
reading of it, is that one conpany coul d pay anot her
conpany to extend facilities on its behalf, and the
conpany m ght choose to do so, but in all cases, a
conpany that -- in this case, the conpany -- would
choose to build on behalf of another conpany, they
woul dn't do so at their own expense. They would build
t he ot her conpany.

Q You've referred to exchangi ng cash between
conpani es for an obligation. Wuld Subsection 5
prevent conpani es from sayi ng havi ng one conpany say,
W will provide service in this part of your exchange
in return for you providing service in this part of our
exchange?

A | don't think the compani es need the
Conmi ssion's perm ssion to do that. They do need to
file exchange boundary maps if they choose to change
their boundaries, and that is a form of Conmi ssion
approval, but | don't see that as under Subsection 5,
no, or as the intent of Section 5.

MR, TRAUTMAN: Thank you. That's all | have.

I would nmove for the adm ssion of Exhibit No. 54.
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JUDGE MACE: Any objection to the adm ssion
of proposed 547

MR, OAENS:  No.

JUDGE MACE: |'Il admit it. | see the only

ot her potential cross-exanm ner here is M. Harl ow.

CROSS- EXAM NATI ON

BY MR. HARLOW

Q Thank you. Good afternoon, Ms. Jensen.
A Good afternoon.
Q Inrelation to Qvest's determ nation of the

potential costs to serve the Timm Ranch | ocation, did

Qnest exam ne any alternative technologies to wireline?

A. That woul d be a question better directed to
M . Hubbard.

Q Do you have any duties with respect to Quest
Wrel ess?

A Yes, | do.

Q What are those duties?

A I'"'m in essence, their interface before this

conmi ssi on.
Q Do you consider the wirel ess business to be a
conpetitive business?

A Yes, | do.
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Q Do you agree that the wireless business is
nore conpetitive currently in the State of Washi ngton
than wireline?

A I"mstruggling with the question. If you
could qualify it, it would be easier to answer.

Q Let me narrow it a bit. At least for
residential custoners, would you agree that wireless is

nore conpetitive than wireline?

A No, | wouldn't.
Q And on what basis would you disagree with
t hat ?
A I think that residential custonmers currently

choose between wireless and wireline service, and some
choose one over the other or in lieu of the other, and
some choose both, and | also believe that wirel ess
service is a mpjor conpetitor of wireline service from
what the wireline conpanies would traditionally cal

t he | ong-di stance busi ness.

Q | understand, indeed, there is sone data here
about 1.2 percent of the population has only wirel ess
service, but if you assume that hypothetically the
Commi ssi on might consider those to be separate markets,
based on that, would you agree that wireless is nore
conpetitive than wireline?

MR, ONENS: |'mgoing to object to this.
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This is beyond this witness's direct testinony. There
is no foundation defining the rel evant nmarket as the
Wi t ness has been asked to accept the Conmm ssion would
find hypothetically, and RCC has not introduced any
evi dence defining the relevant market in that way so
that the hypothetical could be tied up to actua

evi dence.

JUDGE MACE: M. Harl ow?

MR. HARLOW The witness testifies
extensively in Exhibit 51-T regarding the capabilities
of the wireline carrier, Qwest, to recover the costs of
serving the Tinm Ranch conpared to the capabilities of
a wireless carrier, RCC, to recover the costs of
i nproving service to that area.

I ndeed, the witness specifically testifies
that RCC can sinply pass these additional costs onto
their ratepayers, so it goes directly to the question
of whether or not the wireless custoners of RCC have
nore conpetitive options than the wirel ess custoners of
Quvest would to pass on the costs of serving the Timm
Ranch area.

MR. ONENS: |If he wants to ask that question
that's fine, but that isn't the question he asked. He
asked the witness to assune as a condition of the

hypot heti cal that the Comr ssion would find wreless
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and wireline are two separate markets, and that is, |
believe, inplicitly contrary to what she's been
testifying to. She been testifying they substitute for
one anot her.

CHAl RWOMAN SHOWALTER: It sounded as if you
have a question that would not be objected to. Are you
ready to ask that question?

MR. HARLOW That's the concl usion which the
Wi t ness reaches, and the cross is intended to underm ne
and chal | enge that concl usion.

JUDGE MACE: | would like you to ask the
guestion that would rephrase what you are trying to get
at .

Q (By M. Harlow) M. Jensen, did you hear
earlier testinony -- | think it was Ms. Ruosch -- that
the Timm and Tayl or | ocations have six to seven
wirel ess options for service; do you recall that?

A | believe so, yes.

Q Let's say the Seattle area where a | arge
nunber of Qwest custoners are taking their service, you
have wireless carriers such as AT&T and Verizon and
Qnest, Sprint, just to name a few, is that correct?

A That's correct.

Q So if a consunmer wants to acquire wreless

services, they have a great number of choices; is that
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correct?
A They have several choices, yes.
Q To your know edge, do any of those wireless

carriers in the Seattle area have a dom nant market

share, say, over 50 percent?

A | don't know
Q So not to your know edge?
A I don't know. My responsibilities for

wireless are limted to what action they mght require
with this conm ssion, which is very little.

Q Am | correct that Qwmest collects and
mai ntai ns data, some of it perhaps projections, but
they maintain data or market penetration of other
wireline carriers in the areas where Qnmest provides
residential wireline services?

A Coul d you be nore specific about what data
you are referencing?

Q Are you aware of any internal Qwaest data that
woul d reflect that there is any area i n Washi ngton
where conpetitive providers that have captured, say,
five percent market share of the wireline residentia
t el ephone service?

A. Qnest is unable to quantify market share for
other carriers, so no, we do not have data that would

quantify what market share they've captured.
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Q Has Qwmest done market studies that you' ve
seen where the market share is estinmated?

A No. | haven't seen studies specific to the
guestion you are asking.

Q Are you famliar with any carriers that are

actively conpeting for residential tel ephone business?

A Yes, | am
Q Who do you have in m nd?
A I would say that there are several. | don't

have them all by nane, but there are resellers as wel
as conpetitive providers, broadband providers, and
there also is wireless service that is fully displaced
| andl i ne servi ce.

Q Is one of the major wired conpetitors, is
t hat AT&T Broadband?

A They are one of them yes.

Q Are you aware they sold their business to
Contast recently?

A. I"'maware in parts of the country they have.
| don't know if they've sold the full business.

Q Are you famliar with the Contast
announcenents regarding their intentions to put, if you
will, put their tel ephone busi ness on the back burner
while they rebuild their video base?

A No, I'mnot. Maybe a good exanple is |I'm an
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AT&T Broadband custoner, and |'ve received no notice

that Contast is taking that business over.

Q Are you a Qunest policy witness in this
docket ?

A Yes, | am

Q So your understanding of this case is brought

under 47 USC, Section 214, or under Washi ngton
Admi ni strative Code 480-120-071 or other rules or
statutes?

A. My understanding is this petition was
initiated as a result of WAC 480-120-071

Q | just want to clarify your recomendati on or
Qnest' s recomendations. |Is Qwnest seeking an order in
this proceeding directing that RCC be directed to serve
t he Ti nm Ranch?

A Qnest is not making a reconmendation with
respect to a carrier being obligated to serve the Timm
Ranch. Qwest is sinply stating that it opposes a
recommendati on that Qemest be forced to change its
boundary to serve a custonmer that is |located in another
i ncunbent | ocal exchange serving area where two
carriers, RCC and Verizon, have both volunteered to
serve all applicants within that serving area

Q On what basis do you claimthat RCC has

volunteered to serve -- |'Ill use your exact words --
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all applicants?

A RCC s own | anguage.

Q What | anguage is that?

A It's cited in my testinmony, if you will give
me a mnute. It's docket --

Q Is this 51-T or 50-T?

A | don't know yet. | believe it's 50-T. It's

a discussion in Exhibit 50-T, and |I'm not just quickly
gl ancing through this finding the docket nunber, but it
starts on Page 14 -- starts on Page 15, Line 1, and
bel i eve counsel can -- I'msorry. It's on Page 16,

Li ne 4, Docket No. UT-023033, and there is a cite there

where they made that statement.

Q Are you referring to the witten application
of RCC?

A Yes, | am

Q To your understanding, that was made Exhi bit

401 to this proceeding?
A I'mnot aware of that. | don't have that
exhi bit before ne.
MR. HARLOW Do you have an extra copy of
that, M. Oaens?
MR, OVENS: (Conplies.)
Q (By M. Harlow) So does your cite on Page 16

refer to Exhibit 4017
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A. | believe so, yes.

Q And where in Exhibit 401 would you contend
that RCC agreed to serve, again using your words, al
applicants?

A. At Page 6, Paragraph 12, where RCC says it
now of fers all of these services throughout its service
area and therefore satisfies the requirement of Section
214(e) (1) of the act, and one of the requirements of
Section 214(e)(1), | believe, is that they serve al
applicants.

MR, HARLOWN May | approach the witness, Your
Honor ?
JUDGE MACE: Yes.

Q (By M. Harlow) |[|'ve handed you a copy of a
portion of the 47 US Code, Section 214(e)(1). Can you
| ocate for ne in there where you would contend that
Section 214(e)(1) requires RCC to serve all applicants?

A | believe without studying this in detail
but | did at the tine | wote ny testinony, that the
obligation is where a carrier is designated as an ETC
will be eligible to receive universal service support
in accordance with Section 254 and shall throughout the
service area for what the designation is received offer
the services that are supported by federal universa

servi ce support nechani sns and advertise the
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availability of such services and charges therefore.

There is | anguage el sewhere in the act that
specifically also addresses the fact or qualifies this
obligation to applicants.

Q Do you have a cite for that?

THE WTNESS: M. Owmens, if | could have ny
copy of the act, please.

MR. ONENS: (Conplies.)

THE W TNESS: Actually, rather than take this
time, we could handle this one of two ways: | could
supply it through a Bench request, or | also believe
that Ms. Morton could answer this question

MR, HARLOW | don't want to take up a | ot of
time.

JUDGE MACE: It seenms to ne also you can cite
it in your brief.

MR, HARLOW | woul d suggest we work it out
informally and try to get the cite at the end of the
day today, and then if there is need for further cross
of the witness | assunme she will be here tonorrow as
wel |l regarding that citation. Let's nmove on fromthat
for now.

Q (By M. Harlow) | take it fromyour citation
to Exhibit 401, which refers to throughout their

service area and your citation to Section 214(e)(1),
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whi ch al so uses the term nol ogy,"™ throughout the

service area," that your testinony about the agreenent
to serve every applicant is based on your
interpretation of that phrase, "throughout the service
area"?

A | believe | also cite the FCC order, so it
may have been that | actually | ooked at their order as
well in terms of their rules for designations of ETC s,
and I'm | ooking at Exhibit 50-T, Page 16, just bel ow
the | ast question you | ooked at starting at Page 10,
and this is specific to wireless carriers and the FCC
conclusion to allow wireless carriers to receive
uni versal service funds, and there is a specific order
that is cited there in Footnote 20 that al so discusses
that the wireless carriers nust have the ability to
serve all potential custoners in a service area. So
there is really two sources of |aw --

Q ' m sorry, what page?

A. 50-T, Page 16, Line 13 is where the footnote
is referenced. There are two sources of |aw --
actually, three. There is state law. There is FCC
law, and then there is the act itself.

Q What state | aw do you have in mnd that would

obligate RCC to serve every applicant?

A The Commi ssion's order designating RCC as an
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ETC for this service area as well as their prior orders
with respect to all carriers that applied for ETC
designation. Their very initial orders al so address
this subject.

Q In terns of your testinony in Exhibit 50-T,
Lines 4 through 5, Page 16, Cellular One agreed to
serve, quote, all applicants. That's not based on a
specific commtment by RCC, is it? |It's based on your
interpretation of their obligations under state and
federal law, is that right?

A No. | believe it's a specific commtnent by
RCC.

Q Can you point to anywhere in RCC s
application or statenents to this comm ssion that they
use the term quote, all applicants?

A | can't at this very nonent, but | wll be
glad to provide that.

Q Is it located in any of your prefiled
mat eri al s?

A | know when | wrote this statement, |
specifically | ooked at RCC's materials and their
request and found either through specific statenment or
t hrough agreenment to conply with FCC rules or the act
itself that they've made this conmtnent.

Q Based on the evidence you've seen produced in
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1 this record, is it your contention that RCC shoul d

2 provi de that service to the Timm Ranch through its

3 existing facilities, or would you go so far as to

4 contend that RCC nust build an additional cell site to
5 serve the Ti nm Ranch?

6 A | don't believe that the Ti nm Ranch has

7 applied with RCC for service, and | understand their

8 obligations as an ETC to only be applicable if a

9 custoner applies for service from RCC.

10 Q So based on that |ack of an application

11 evidenced in this record, you would not recommend that

12 the Comnmi ssion order RCC to provide service to the Timm

13 Ranch?
14 A. I don't believe that | can nake a
15 recommendati on one way or another. | think that the

16 Conmi ssion coul d decide that wireless service is

17 sufficient for the custoners specifically in the Tinmm
18 Ranch area. The custoners already have existing

19 Wi rel ess service with another wireless carrier. |

20 don't believe it would be appropriate for the

21 Conmi ssion to define whomthe customer woul d receive
22 Wi rel ess service from

23 However, if the Commi ssion felt that there
24 was sone question with respect to the commtnents nade

25 and the obligations inposed by designating RCC as an
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1 eligible ETC or eligible telecomunications carrier to
2 receive USF funding that they may well choose to

3 enforce that order and intent and order RCC to furnish
4 service if the custoner requests service from RCC.

5 Q But you don't consider that question to be

6 bef ore the Conmission at this time?

7 A That's not a question that was raised by

8 Verizon in their petition. Verizon has asked the

9 Conmi ssion to consider whether this custoner should be
10 entitled to service under 480-120-071

11 Q At Pages 2 to 3 of Exhibit 51-T -- do you

12 have that in front of you?

13 A Yes.

14 Q -- you discuss potential limtations on

15 Qnest's ability to recover the cost of service to the
16 Timm Ranch if it were ordered to serve the Timm Ranch
17 A. That's correct.

18 Q VWhat's the range of what you think Qnest

19 m ght be able to recover under the line extension rule

20 if the Conmmi ssion were to order Qwest to serve the Timm
21 Ranch?
22 A. M. Hubbard has identified that in his

23 testi nony.
24 Q Do you recall approxinmately the nunbers?

25 A No, | don't. I think it would be best
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directed to him or you could find it in his testinony.

Q It would be in the range of several hundred
t housand dollars to sonething around a nmillion?

JUDGE MACE: M. Harlow, | think M. Hubbard
is best to address this, as suggested by Ms. Jensen.

Q If you would turn in that sane exhibit to
Page 7, Line 23, you say that RCC could recover its
cost to expand infrastructure. Do you see that?

A Yes.

Q Are you referring specifically to the cost
that RCC might incur to serve the Ti nm Ranch?

A If you look at Page 6, Line 22 and 23, the
guestion is, Can RCC recoup its cost expanded to
structured service, so | think it speaks for itself.

Q " m pointing out the obvious. And am|
assum ng your answer there is that they could recover
it fromtwo sources, other customers or the customer
base in general? Was that one of the sources you have
in mnd?

A My response is yes, they can recover it from
their custonmer base in general, and | believe
Ms. Kohler also confirmed that in her testinony today.

Q Is there any reason theoretically why Quest
woul dn't be able to recover the cost of service from

its custoner base in general?
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A. There is absent Qnest filing a rate case to
increase its rates.

Q Whi ch | guess Qwest can't do right away but
can do after 20047

A. Yes, under the settlenent agreenent.

Q And you were here when we tal ked about RCC s
cust oner based bei ng about 40,000 custoners in the
State of Washi ngton?

A Yes.

Q What's Qaest customer base in the State of
Washi ngton on an access-1line basis?

A I's your question how many access |ines does

Qnvest serve?

Q Yes.

A. Qur access equivalent, about 2.3 mllion
However, | think it's inappropriate for Qmest custoners
to --

Q You' ve answered the question already. |

gather the other source that you hypothesize that RCC
could recover its cost to serve the Ti nm Ranch woul d be
federal universal service support; is that correct?

A That's correct.

Q And were you here when Ms. Kohler identified
t he amount of universal service support as about 8.50

per custoner in Washington?
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A. Per nonth, per custoner in the Bridgeport
exchange, | believe the response was to.
Q So that would multiply out tinmes -- let's

round it up to nine dollars for the five Timm Ranch
residents, assunming they all signed up for the RCC

service, that would amount to $40 per nopnth; is that
correct?

A I don't believe so. What question she was
asked was what it is the USF support available for the
lines they would serve in the Bridgeport exchange, not
that they would receive for serving the Timm Ranch

Q Do you understand basically how the USF
support nechani sm wor ks?

A In a general sense, yes. Ms. Mrton
specifically can address that, but ny testinony
specifically is that they will receive federal USF
funds that they can spend in any manner they choose in

accordance with the requirenment of an ETC.

Q So you are referring to the aggregate anount?

A Yes, | am

Q Whi ch has been estimated at about a million
dol | ars?

A. For January of 2003, that will be an

ever - changi ng numnber.

Q But you deferred to M. Hubbard about the
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1 cost support that Qwmest m ght receive under the line
2 extension rule, but you do understand that whatever

3 cost support Qwest might receive under the |ine

4 extension rule, that would be increnmental revenue that

5 Qnest could receive; isn't that correct?

6 A. Under the line extension rule --
7 Q Can | get a yes or no?
8 A. I don't think Qwest does receive

9 rei mbursenent for costs under the |ine extension rule

10 if it's providing service on a voluntary basis in

11 anot her | ocal exchange conpany's serving area. |f you
12 could point me to where in the rule that's addressed,

13 woul d be glad to look at it.

14 Q Supposing the applicants applied with Quest

15 for service.

16 A In what area?
17 Q In the Timm Ranch area
18 A Qnest doesn't hold itself out to offer

19 service in the Tinm Ranch area.

20 Q I guess we have sonme confusion as to the

21 scope of this proceeding. Are you willing to assune as
22 a hypot hetical that were the Commi ssion to order Qwest
23 to provide service to the Timm Ranch area that Qwest

24 could recover sonme of the costs of that extension under

25 the |ine extension rule?



0380

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A | think that's a decision for the Comn ssion
to nmake.
Q If the Conm ssion were to nake that decision,

woul d it be your understanding of the rule that the
addi ti onal revenues Qwmest could recover under the rule
to cover those costs, those would be increnental
revenues.

A I"mhaving a difficult tinme answering your
guesti on because --

Q Let me put it another way. Wuld Qnest have
to go and take the nmoney to serve Timm Ranch on sone

ot her capital budget?

A Yes, it would.

Q Same as RCC would, | presune?

A. I can't speak for RCC.

Q If you would turn to Exhibit 51-T, Page 9,

and at Lines 5 to 6, you reference the provisions of
RCW 80. 36. 090.

A Yes.

Q In particular, service needs nust be provided

to all those who are reasonably entitled to it?

A Yes.
Q What does "reasonably" mean to you in that
cont ext ?

A | believe custonmers that are reasonably
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entitled to service would have to address a nunber of
considerations, and | think Dr. Danner adequately
described the variety and the diversity of those
consi derations. One would be cost versus benefit.
Anot her woul d, in essence, be the denographics of the
custoner or the applicant and perhaps the circunstances
surrounding their choice to live in those denographics,
t he exanpl e Chai rworman Showal ter used, |ike an
applicant living at the top of a nountain.

| think there is a nunber of facts that need
to be considered, and this case is clearly one of those
cases where froma policy decision, the Comm ssion will
be determining if these applicants are reasonably
entitled to service, and then what service is that, or
is there need to define it.

Q Focusing on cost froma policy perspective,
is there any reason if the costs for RCC to provide
service to five particular custoners were roughly the
same as the cost for Qwest to provide service to those
same custoners, is there any reason that it mght be
reasonabl e -- mght not be reasonable for Qwmest to
provi de the service, but it would be reasonable for RCC
to provide the service?

A Yes. | think the facts in this specific case

are one, that RCC has already volunteered to serve al
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applicants throughout its service territory, and in
return is receiving funds it otherwi se wouldn't receive
t hrough the federal support nmechani snms, and two, RCC s
rates are not regulated by this conm ssion and they
coul d set them however they choose.

Q Let's take for exanple Qwest Wreless. |Is
Qvest Wreless within a position where this comm ssion
has directed it to put a cell site in any particul ar
| ocation?

MR, OWENS: Your Honor, |'m going to object,
at least, to a foundation question as to whether Qnest
Wreless is an ETC and therefore should be consi dered
as a conparable to RCC

MR, HARLOW | certainly understand that
Qnest has built its entire case against RCC on the
distinction of ETC, and | can prom se our advocacy in
final briefs will be very different from Qrest’'s on
that issue, so we take a broader view of it in terns of
policy question of whether the Conm ssion ought to be
directing wireless carriers or even jurisdiction to
tell wireless carriers, in effect, where to site their
towers. So | think we are entitled to ask that policy
question of this witness without regard to the fact
that Qwest has a theory that only ETC s can be directed

to do these things.
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JUDGE MACE: W'Ill allow the answer to the

questi on.
THE W TNESS: Could you restate the question
pl ease?
Q (By M. Harlow) Have you ever been involved

in a situation where this comm ssion ordered Quest
Wreless, just by way of exanple, to site a sell tower
in any particular |ocation?

A Not to ny know edge.

Q Woul d you think it would be good public
policy for this commission to direct a non ETC wirel ess
conpany such as Qmest where to place its facilities?

A | don't believe this conmm ssion has that
aut hority.

Q Why is that?

A Because this conmi ssion does not regul ate

wireless carrier or non ETC wirel ess carriers.

Q Is that under RCW Chapter 80.667
A. I don't know the specifics.
Q Yet apparently, the thrust of your

recomendati on here is that because RCC is an ETC, this
conmi ssion should make this determ nation as to how RCC
should prioritize its capital expenditures and place
its towers?

A | don't find that in ny testinobny anywhere.
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Q Well then, would you agree then that the
Commi ssi on doesn't have authority for the sane reasons
you cited as regards to Qnest Wreless, that it also
doesn't have authority to tell RCC where to put its
cell sites?

MR, OWNENS: Your Honor, the legal authority
of the Commission is a matter of law, and | don't think
this witness has testified as to any concl usions of |aw
about the Commi ssion's authority to direct specific
cell tower placenent. Her testinobny is as to the
duties of an ETC

MR, HARLOW He answered ny question. |
don't believe the Comm ssion has any authority to do
that, so ny follow up question regarding RCCis in the
same vein.

JUDGE MACE: | believe that Ms. Jensen as a
policy witness with know edge of the law in this area,

i ncl udi ng questions about the Comm ssion's authority or
the Commi ssion's orders regarding its authority, so
will allow the answer to the question. Do you have it
in mnd?

THE WTNESS: | believe so. | think the
Commi ssion has the authority to order RCC to fulfil
its commtnents and obligations as a carrier who has

vol unteered to be an ETC.
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Wth respect to whether the Conm ssion could
direct themspecifically how to provision service in
fulfillment of those obligations, | cannot answer the
law with respect to that. | don't believe this
comm ssi on has ever done that, and | generally believe
or understand that it's up to the conpany to determ ne
how to neet its service obligations through whatever
technol ogy or engineering design, as long as it's in
conpliance with Commr ssion rules froma technica
standard perspective, are satisfied.

Q Based on that |ogic then, would you feel that
Verizon has the sane or greater or |esser obligation
than RCC to serve the Timm Ranch, since Verizon, of
course, has been designated ETC?

A. I think Verizon has both ETC obligations and
obligations as it relates to what they have offered in
their own tariffs to serve this area, and | cannot
speak to what those are because | haven't exam ned
their tariffs, but | can say that yes, they have the
same ETC obligations as RCC.

Q Do you have any recomendati on or preference
as between the two conpanies as to which should serve
Ti mm Ranch?

A No, | don't, and |I'm not saying that either

shoul d serve. | think that's the question before this
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conmmi ssi on.

Q If we could try to nove away fromthe | aw and
get back to policy here, as a matter of policy, do you
think it's a good idea for this conmmi ssion to decide
how RCC or any wireless carrier allocates its capita
expenditure dollars?

A | don't believe it's a good policy for the
Conmmi ssion to decide for any carrier how to allocate
its capital dollars.

Q If you would turn, please, to Page 11 of
Exhibit 51-T, and at Line 14, you are referring to RCC
receiving federal universal support w thout bearing any
of the burdens inherent in ETC designation. Do you

have that testinmony in mnd?

A Yes.
Q Do you have any reason to believe that RCC
will not invest the USF dollars it receives relative to

the State of Washington in 2003 in the State of
Washi ngt on?

A | have some concern with respect to the way
RCC responded to Qumest discovery with respect to this
qguestion, but | do not question whether they wll
conmply with the | aw.

Q And indeed if they invest a mllion dollars

as projected, that will be bearing a burden of being an
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ETC, isn't that correct?
A If they invest it in accordance with the |aw,
which is to serve those custoners who don't generate

sufficient revenue to cover their costs, then | have no

objection. | believe that was your question.
Q The question was, are they bearing a burden
if they take that million dollars and invest it in

Washi ngton infrastructure?

A If it's solely invested in Washi ngton
infrastructure, they are not bearing the burden. |If
they are investing it in specific infrastructure, as |
believe Ms. Kohler testified that they would ot herw se
not invest in for purposes of serving customers who
need to be subsidized, then | believe they are bearing
t he burden.

Q Are you at all famliar with RCC s |icensed

service areas in the State of Washi ngton?

A Just generally fromtheir application.

Q Are they generally in rural areas?

A | don't really recall

Q Are the rural areas generally higher cost
areas?

A At certain locations in the rural areas are

general ly higher cost to serve but not the whole area.

Q If RCC could take its projected mllion
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dol l ars of support for 2003 and invest it in either one
or two cell sites for the Tinmand Tayl or | ocations to
serve eight or ten custoners, or it could take that
same mllion dollars and put it, perhaps, in the
suburban area of a small community and serve severa
hundred custoners, do you think it would be wise public
policy for this commission to order RCC to take that
particular mllion dollars and invest it in the Tinmm

and Tayl or | ocations?

A. I'"'mnot sure under the |aw they could invest
it in a suburban area. | don't know that the
Commi ssi on can necessarily make that decision. | think

they have to |l ook at what the law requires RCC to
i nvest those universal service funds in.

Q | don't want to get hung up on suburban. [|I'm
referring to an area that's in | ess dense than downt own
Seattl e and nore dense than the Timm Ranch, an area
where you can get more bang for your buck, if you will,
and put up a cell tower that serves hundreds of people
rather than fewer than a dozen.

As a general matter with a linted capita
budget, wouldn't you think it would be good public
policy to allow the investnent to be nade first where
you can serve hundreds of new custoners?

A I think ny testinmony with respect to public
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policy with respect to this matter, | think the
gquestion is the sane for any carrier. Does it nake
sense to take that investment, whether it be RCC
Verizon, or even potentially Qmest, if the Conm ssion
decides to go to that extreme, does it make sense for

the Commi ssion to direct those types of funds to be

spent for -- specifically |I address the Ti mm Ranch
area. | think that's the question we are here to
state. | can only speak to it froma Qnest

perspective, and if Qwmest were ordered to serve this
area, those funds would cone out of the sanme budget
that's used to serve Qwmest custoners in the areas that
Qnwest has agreed to serve, and | think it would be
i nappropriate for the Conm ssion to direct those funds
to an area that Qmest has not agreed to service and
that two other carriers have agreed to serve and to
remove it fromthe budget that's there for Quest
custoners, many of which are also in rural areas.

MR. HARLOW  Your Honor, that's all the
qguestions | have.

JUDGE MACE: Commi ssioners?

CROSS- EXAM NATI ON

BY CHAl RMOMAN SHOWALTER
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Q Do | understand the gist of your testinony to
be that first of all, ETC designation is tantanount to
an obligation to serve all applicants in one's ETC
territory?

A Yes.

Q Then further that you say that because
Verizon and RCC have those designations that at | east
they should be required to serve the applicants before
you woul d; al though you are reserving judgenment on even
if they would; is that correct?

A That's correct.

Q Can you turn to Exhibit 50-T, Page 23. |'m
| ooki ng at your testinony, Page 23, Lines 12 through
17, where you quote the FCC in an order. Perhaps this
is what you were thinking about; | don't know, but it
starts out by saying that an ETC LEC, incunmbent LEC, is
required to meke avail able service to all custoners
upon request, but then it goes on to say, "but the
i ncunbent LEC nmay not have facilities to every possible

consumer."

Doesn't that inply that the word "all" in the

first half of the sentence doesn't actually nean al
because the facilities may not go everywhere?

A Yes, and | appreciate the qualification,

because when | stated "all applicants,"” there is this
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1 question both in state | aw under the statute and in the
2 FCC deci sion that addresses where facilities are not

3 avail able, and then there is a need for determnation
4 as to whether that request is reasonable, so |I'm not

5 suggesting that the Commi ssion doesn't have the

6 authority to determ ne a request is unreasonable.

7 Q All right, because | was going to go on to
8 the next sentence that you quoted, which does seemto
9 [imt in the case of a new entrant the obligation to
10 serve new custonmers upon reasonabl e request, so aren't
11 we sinply back to deciding whether this application or
12 whet her the request for service is reasonabl e?

13 A That's correct. | think that's one of the
14 gquesti ons.

15 Q Isn't that a question, reasonabl eness,

16 regardl ess of ETC status?

17 A. Yes.

18 Q So that if you have the individual on the
19 nmountain top -- | should add, surrounded by federa
20 forest lands -- where it costs 10 nillion dollars, it

21 woul d be unreasonable in Qeest territory if it doesn't
22 have ETC status. It would be unreasonable in Verizon's
23 territory if it does; isn't that right?

24 A If it's unreasonable, yes. There is that

25 determ nation that needs to be made.
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Q As you slide down the scale of costs,
possibly the fact that there are universal service
funds avail able nay nake a difference in how far you

slide down the costs in terns of what is reasonabl e,

suppose. |Is that possible?
A That could be one factor, but | think the
other factor -- | think there is nmore than just a

single factor.

Q | do too, and | think my question of
Dr. Danner made that clear. Wen we are tal king about
what is reasonable, there are those two ways of
t hi nki ng about the question. One is, what can the
conpany afford; how does the conpany get reinbursed,
what are the subsidies it receives, and then there was
that other way of Dr. Danner posing the issue, is it
econom c? |s it reasonable in a nore abstract sense?

I don't want to equate too nuch the word

"reasonabl e" with "economic,” but | think the point
goes to both the words reasonable and econom c. There
is one way to look at it in the abstract; does this
make sense? |Is it adding value, whether it's the
econom ¢ val ue or sone of our other values, versus can
this conpany afford it? What obligation has this
conpany undertaken |legally or otherwi se? Do you agree

with those distinctions?
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A. I do. I'mtroubled by the latter a bit
because | think it goes beyond whether a conpany can
afford it. |Is it appropriate for the ratepayer versus
the applicant to pay the costs associated with the
ext ensi on.

Q Isn'"t the question about is it appropriate
for the ratepayer fall nore into that first category of
isit in society's interest to pay a large sumfor a
particul ar set of users, the "society" meaning the
soci ety of ratepayers, however that is defined.

A As one conponent, yes. | think the other
thing you have to |l ook at is the question that | think
has been raised this afternoon is, is it that project
or another project that -- | don't think that that's
necessarily an econom c question as nuch as a society
guestion or the issue of reasonable.

Q Doesn't that get to the issue of whether it's
a conpany or a society? There are better uses than
| ower priority uses of the same funds, so regardl ess of
how one receives recovery, except inportantly maybe the
I egal restrictions attached to it, one is still left
with the question of a set of requests, all of which
cannot be fulfilled with the sane pot of noney.

A | guess what is troubling ne is, and | think

the Commission left this question open in its adoption
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of the rule, is if those are the considerations, is
every custonmer then -- if you don't pass that test, is
every custoner or applicant then entitled to service
regardl ess of the scenario? Maybe it's not even a
question of cost. Maybe it's a question of
alternatives.

Q Maybe the reasonabl eness of a cost mght vary
dependi ng on reasonabl eness of the alternatives and the

service that one gets for that alternative.

A. So the rate, |I'm assum ng here.
Q What ever alternatives there are.
CHAI RWOVAN SHOWALTER: | have no further

questions. Thank you.
JUDGE MACE: Redirect?

MR, OWENS: Just briefly, Your Honor

REDI RECT EXAM NATI ON
BY MR OWENS:

Q Ms. Jensen, early in your cross-examn nation
there was a col |l oquy, and you made an observation that
one of M. Trautman's statenments concerning the
testi nony was incorrect, and you wanted to correct
that, and the judge said this would be the opportunity.

Wuld you like to correct that?
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1 A. Yes, please. | don't renmenber his exact

2 statement, but the inference was that Qeaest testinony
3 suggested that it never provided service in another

4 carrier's exchange or woul d never necessarily change
5 its exchange boundary, and that is not Qwest's

6 testimony. Qwest's testinobny is specific to a

7 Conmmi ssi on deci sion conpelling Qvest to do sonething
8 that it would not do as a matter of a business

9 deci si on.

10 Q There were several questions by counsel for
11 RCC which inplied that Quaest's position was that it
12 believed this Commi ssion should or had the authority to
13 direct RCC s placenent of cell towers. |Is Qmest

14 advocating that?

15 A. No, Qwest is not.

16 MR, OVWENS: Thank you. That's all

17 JUDGE MACE: M. Trautman?

18 MR. TRAUTMAN:  Not hi ng further.

19 JUDGE MACE: M. Harl ow?

20 MR, HARLOW Not hing further.

21 JUDGE MACE: Thank you. | believe all the

22 exhi bits have been addressed, 50-T through 54. They
23 have all been adm tted. Let's be off the record for a
24 nmonent .

25 (Recess.)



0396

1 MR, OWENS: Qwest calls Robert Hubbard.
2 (Wtness sworn.)

3

4 DI RECT EXAM NATI ON

5 BY MR. OVENS:

6 Q Good afternoon, M. Hubbard.
7 A Good afternoon.
8 Q Woul d you pl ease state your name and address

9 for the record?

10 A. My nane is Robert J. Hubbard. Address is 700
11 West M neral Avenue, Littleton, Col orado, 80120.

12 Q Thank you, and are you the same Robert J.

13 Hubbard who has caused to be predistributed testinony
14 and exhibits in this case as follows, which have been
15 prenunbered 61-T, your July 5th, 2002 testinony;

16 associ ated exhi bits RIH-2, which has been nunbered 62;
17 RIH-3, which has been nunbered 63; RIH-4, which has
18 been nunmbered 64; RIJH-5, which has been nunbered 65;
19 RIH 6, which has been nunbered 66; RIH 7, nunbered 67;
20 RJH- 8, nunbered 68, and then testinony of Decenber

21 20t h, 2002, which has been nunbered 69-T, and

22 associ at ed exhi bits RJH-10, which has been nunbered
23 Exhibit 70, and RJH 11, which has been marked 717

24 A Yes, | am

25 Q And am | correct that there is al so another
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exhibit that you would |like to have marked for
i dentification purporting to be a map that's been
mar ked Exhibit 767?

A That is correct.

Q And with regard to what was originally marked
as Exhibit 64, have you cause to be distributed a
substitute exhibit to that which can be distingui shed
by the words, "unfiled area" on the right side of the
man near the bottonf

A That is correct.

Q And directing your attention to Exhibit 61-T,

do you have any changes to nmake to that testinony?

A Yes, | do.
Q Wul d you state what they are, please?
A. On Exhibit 61-T, Page 6, Line 22, | would

like to strike the words, "a portion of," and I would

like to insert, "unfiled territory between Quest- Orak

exchange and. .. So the sentence would read, "Not only
woul d Qmvest be required to place facilities fromits
Omak exchange in the Bridgeport exchange of the Verizon
serving area, but Qwmest would al so have to place
facilities through the unfiled territory between
Qnest - Orek exchange and the Nespel em exchange of

CenturyTel's serving area as shown by the map which is

Exhi bits RIH-4."
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1 Q Thank you. As corrected, if |I were to ask
2 you the questions in the two testinonial exhibits,

3 woul d your answers be as set forth therein?

4 A Yes.

5 Q Are all the exhibits referred to in the two
6 testinmoni al exhibits prepared by you or under your

7 direction and supervision and true and correct to the
8 best of your know edge?

9 A Yes, they are.

10 MR, OWENS: Your Honor, Qwest offers 61-T
11 through 71, and offers M. Hubbard for

12 Ccross-exam nati on.

13 JUDGE MACE: You offered 76 as well?
14 MR, OWENS:. Yes, Judge.
15 JUDGE MACE: |s there any objection to the

16 admi ssion of those proposed exhibits?

17 MR, TRAUTMAN:  No, Your Honor.

18 JUDGE MACE: I'Il admit those exhibits.

19 M. Trautman, you are cross-examning this witness; is
20 that correct?

21 MR. TRAUTMAN:  Yes, | am

22 MR, ONENS: |I'msorry. | had a notion to
23 meke that | overl ooked. Just before the hearing

24 recommenced, Staff informed Qvest that M. WIIlianmson

25 woul d be changing his testinony to reflect a
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di sagreenment with a point of engineering on which there
previ ously had been testinony that the staff agreed
with Qumest's engineering testinony, and since Staff
follows Qvest in the orders of presentation, Qwest
woul d |ike the opportunity to briefly have an ora
testinoni al response by M. Hubbard to that point.

It has to do with the issue of whether the
GoDigital carrier system can operate successfully on
the sane cable in the sane cable sheath with an anal og
carrier system Qwest had previously testified that it
could not. Staff had previously testified that Staff
agreed with that. We were inforned that based on sone
conversation Staff had with the manufacturer, Staff was
goi ng to change that testinony when M. WIIianson
takes the stand. This would be five nminutes or so of
testinmony directed to this issue.

JUDGE MACE: |s there an objection to that?

MR. TRAUTMAN: No. W previously discussed
it. In fact, we nentioned the particular phrase that
we woul d be deleting in M. WIlianmson's testinobny on
that point, and in light of that, no, we do not object.

JUDGE MACE: Just go ahead with it then on
t hat basi s.

Q (By M. Ownens) M. Hubbard, you are aware of

the di scussion before the hearing recommenced about



0400

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Staff now, based on sone conversations with the

manuf acturer of GoDigital, expressing disagreenent with
your testinony that the GoDigital system cannot
successfully operate on the same cable with an anal og
carrier system such as exists on the existing facility
running fromthe central office at Onmak down to the
vicinity of or near the Timm Ranch. Do you recall that
di scussi on?

A Yes, | do.

Q Woul d you state for the record what
experience, if any, Qwmest has with actually attenpting
to operate the GoDigital systemon the sane cable in
t he sane cable sheath with the same type of anal og
carrier systemthat is in service in the Omk office?

A. Certainly. It is ny understanding from
information |'ve been given fromthe area engi neer and
the construction forces that install these systens have
relayed to himwas that in these smaller cables that
exi st in these exchanges, they have been unable to get
a GoDigital systemto sync up with the subscriber units
in the sane sheath that an analog carrier system would
reside in.

Q Now, what's the significance of the GoDigita
system not being able to sync up with the subscri ber

units fromthe standpoint of service as it would be
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perceived by the end-user of that service?

A The end-user woul d not have service. The
mai n signal that cones out of the GoDigital system has
subscriber units at each custoner |ocation, and they
are not able to talk back to the main unit in the
central office with an analog carrier system causing
interference, or whatever it's causing within the
sheath, to not allow those two systens to sync up and
t he custoner be able to use the line for voice or
anyt hi ng el se.

Q Do you know whet her or not this problemwould
mani fest itself if the two systenms were put on a
significantly larger cable in the nei ghborhood of a
hundred pairs, as you mght find closer to a | arger
city?

A You nention a hundred pair. A hundred-pair
cabl e may not be big enough to not cause interference.
Most of the time when cables | eave the central offices,
they are in 600, 900, even larger pairs. W have
engi neering guidelines that we place digital carrier
pairs in different binder groups from analog carrier
pairs, so they can in big cables work in the sane
cable, but they are in different binder groups within
t hose cabl es.

Q What is a binder group?
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A. Depends on the size of the cable, the binder
group. It's a binder that usually is around 100 pairs
within a larger cable of, say, 900 pairs. W break it
all down to 100 payers.

Q When you use the term "binder group," does
that mean that sonehow these 100 pairs are segregated
fromother simlar groups in the sane cabl e?

A | guess that's one way to look at it, yes.
They are wrapped in string or whatever, and they are
separ at ed.

Q Does that have sonme effect on the
interference between the two different types of carrier
systens if they are in different binder groups?

A. Absol utely, because the two pairs are not
| ayi ng next to each other. They would be separated on
either side of the sheath with other cable pairs in
bet ween t hem

MR. ONENS: Thank you, Your Honor, and thank
you, counsel. That concludes the brief oral direct on
this topic.

JUDGE MACE: M. Trautman?

MR. TRAUTMAN: Thank you.

CROSS- EXAM NATI ON
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BY MR. TRAUTMAN

Q If you could turn to Exhibit 61-T, and Page
4, and | guess before | get to a specific reference,
did you visit the Orek area to | ook at the Ti nm Ranch
line extension project in preparing your testinony?

A No, | did not.

Q In preparing your testinony, did you review
the cable plant records for the area south of Orak
al ong the route that would be going towards the Timm
Ranch?

A | have | ooked at the records, yes.

Q What did that entail? Wat records did you
review? Did you review the repair records?

A. The repair records, no, | did not.

Q On Page 4 of that exhibit, Lines 20 to 23,
and |'mon Exhibit 61-T, there is a sentence, you
state, "Another reason for reinforcement of the
exi sting copper cables for the installation of the
digital systens is that the older air core cables do

not have the proper transnission capability to carry

the digital signal." Do you see that?
A | see that.
Q What is nmeant by the "proper transm ssion

capability"?

A The newer air core cables, just because they
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are newer -- excuse me. Let ne start over. The newer
jelly-filled cables that we place in the plant, because
they are newer, they are filled with a jelly conmpound
to keep the water out. They have a better transm ssion
characteristics than the ol der air core cabl es because
they' ve been in the ground quiet awhile, and they
sometinmes do have water and stuff in them

Q Let me turn to Exhibit 69-T, the Decenber
20th testinony, Page 6. In Lines 11 and 12, you
i ndicate that Qwest would use the GoDigital network
GDSL- 12 system is that correct?

A That's correct.

Q How | ong has Qmest been using the GoDigita
carrier systemin its network?

A. | believe about two years.

Q | believe you' ve indicated in the response to
Exhibit 73, and this was Staff Data Request No. 30 --
do you have that?

A Yes. Set 2, No. 307

Q Correct. You state that the digital signals
that would be carried by the new digital system would
be inconpatible with the existing analog carrier
system is that correct?

A That's correct.

Q | believe you just stated that the GoDigita
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system cannot be used on the existing air core cabl es;
is that correct? Not in this particular data request
response, but would that be your testinony?

A I think if you look at the data request, it
speaks for itself at the last line on there. The
GoDigital system the digital signals do not work as
well as they do in the jelly-filled cabl es.

Q Are you aware whether the GoDigita
manuf acturer believes that the GDSL-12 systemw || work
on cables that have existing air core analog carrier
systens?

A ' maware of what your witness and you and

nysel f di scussed on the break was what GoDigital was

telling themthat they will work. | disagreed with
that. Vendors will tell you all kinds of things.
Q So if a vendor were to take that position and

you were to disagree, would you discuss it with a
vendor ?

A | believe we have discussed it with the
vendor, according to the area engi neers who have told
me they have asked the vendor to conme out and nmake sone
of these systems work, and as far as | know, they have
not conme out and attenpted themto get themto work.

MR, TRAUTMAN: Thank you. That's all | have.

I would nove for adm ssion of Exhibits 72 through 75.
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JUDGE MACE: Any objection to the adm ssion
of those exhibits?

MR. OAENS: No, Your Honor

JUDGE MACE: |'Il admit them Ms. Endejan?

MS. ENDEJAN. | have no questions.

JUDGE MACE: M. Harl ow?

MR, HARLOW Thank you, Your Honor

CROSS- EXAM NATI ON

BY MR. HARLOW

Q Good eveni ng.
A Good eveni ng.
Q So just so | pick the right nunber here, what

is the projected total cost based on the way Quest
woul d engi neer service to the Ti mm Ranch?

A I can look it up. It was right about a
little over 738,000 without knowi ng where -- and that's
just to serve the Ike Nelson |ocation -- that was not
the other custoners. |If you had in the additiona
ot her custoners that M. Nelson says are out there and
I guess have applied for service through Verizon, we've
ki nd of taken Verizon's figures, and | believe that was
an additional 70-some thousand without |ooking it up

Q O the 738,000, does that break down into
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categories -- you use the termreinforcenent and
ext ensi on costs?

A In an engineering term yes. |In |ooking at
data questions that have been served, | look at this
now as all a |ine extension because we have no reason
to place any additional plan out there if it wasn't for
the Timm Ranch, so it's splitting hairs.

Q Have you broken that down in those two
cat egories?

A. | believe we have, yes.

Q Can you give ne the approxi mate breakout of
that 738, 000?

A Maybe we didn't break that down. | have to
back up, and I don't believe | did break that down
because my figures I'mfinding now as exhibits are
totals, unless you could direct ne.

Q | can't, actually. | couldn't find it
myself. Is it your understanding that Staff would
recommend the Commi ssion consider allow ng Qwvest to

recover the entire $738,000 from access charges?

A Do | understand that?

Q Yes.

A. Not conpl etely, no.

Q Do you understand that in any regard from

reviewing Staff's testinony?
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A | understand that there is sone sort of a
cost mechanismto recover sone of the cost. | also
understand that this is not our area. To serve, from
my standpoint, we've never planned for serving into
this area. [It's ny understanding that Verizon has
applied for the waiver that's not to serve the Tinm
Ranch. That's why we are here. | also understand that
RCCis an ETCin that area. It's ny understanding this
is not in our exchange. |'mnot even sure that we
shoul d be here, but we are.

Q I won't argue with that.

MR, HARLOW Thank you, M. Hubbard. That's
all 1 have.

JUDGE MACE: Comm ssi oners?

CROSS- EXAM NATI ON
BY CHAI RWOVAN SHOWALTER:

Q I have one question. You state in your
testinmony that the staff, | believe, has cal cul ated
overhead |ine expenses, and you would surely do
underground, or at least there is a point in your
testi nony when you said you woul d go under ground, and
my question is, why is that necessary in this case to

put |ines underground as opposed to overhead?
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A. Certainly. It is Qwest's position right now
that we place buried facilities first. W do not, to
begin with, have an aerial pole |line through there.

Al t hough our facilities do exist as buried facilities,
there is a |l ess of a maintenance cost with buried
facilities. The weather is -- as you know, it can get
pretty severe out there. Aerial facilities require a
| ot nore maintenance due to weather conditions. Like
said, we place buried facilities as first.

Q I'"m not sure what you mean by first. You
mean in all cases, new lines are placed underground?

A We woul d prefer that, yes.

Q Are you speaking just of that area or other
areas, all territory?

A. I guess | would speak, our first choice for
all territory would be underground. O course, we have
areas that we do have existing aerial cable in and we
will continue to place on those existing pole |ines.

Q But if you are deciding -- take the issue of
it's not being your territorial way. |'m speaking nore
in the abstract now. If it were much, nmuch nore costly
to go underground relative to goi ng overhead, woul dn't
that be a consideration?

A There is not a pole line that exists to go on

to place aerial, so then add the nmaintenance cost in
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there, it's nuch better for our end-user custoners that
we have lines that are buried rather than aeri al
Q So if you assunme that we are not talking
about this situation. W are talking about territory
that you will serve but there are no poles yet init.
If it's rock underneath, does that make a difference?
| suppose it would be hard to put a pole up as well
but isn't there some kind of analysis between the
rel ative cost of underground versus poles, taking into
account the greater nmaintenance that poles m ght have?
A Of course there is. You've brought in rock
now. We do have costs that we plug in that include
rock if we are going to bury, which does shoot the cost
of up quite high. Maybe in a situation |like that, we
may | ook at going aerial and placing poles. W would
| ook at that on an individual -case basis dependi ng on
the terrain and what is there.

If it's all solid rock, it my be better to
dig out some holes for poles than to cut all the rock
that's there. It just would be based on an
i ndi vi dual -case basis.

Q Then getting to the Ti mm Ranch, assuming it
was already in your territory and we weren't involved
in issues of how rmuch it cost in an absolute sense, in

a relative sense, what is the relative cost in this
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i nstance of going underground versus over head?

A | did not | ook at an overhead price, did not
consider it because our first choice would al ways be
buryi ng when we can.

Q Did the staff work up cost based on overhead?

A. | believe they used some Verizon historica
cost of underground and aeri al

Q But you have no estimate of what it would
cost Qmnest to provide service to the Timm Ranch or the
Tayl or Ranch overhead versus underground?

A No, | do not.

CHAI RWOVAN SHOWALTER:  Thank you.

JUDGE MACE: Redirect?

MR, OVENS: No, Your Honor. Thank you.

JUDGE MACE: Thank you very much. You are
excused. The next witness is Ms. Morton.

(Wtness sworn.)

DI RECT EXAM NATI ON

BY MR. OWENS:

Q Good afternoon, Ms. Morton

A Good afternoon.

Q Pl ease state your name and address for the
record.
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1 A. My nanme is Panela Morton, and ny busi ness

2 address is 1801 California, Denver, Colorado, 80202,

3 and that's room 4900.

4 Q Are you the same Panel a Morton who has caused
5 to be prefiled in this case testinony dated Decenber

6 27t h, 2002, which has been marked Exhibit 81-T?

7 A Yes, | am

8 Q Is this your testimony, and if | asked you
9 t he questions printed in the testinmony, would your

10 answers be the sanme?

11 A They woul d.

12 Q Do you have any additions, changes, or

13 corrections?

14 A No, | do not.

15 MR, OWNENS: Thank you. Qwest offers Exhibit
16 81-T, and Ms. Morton is available for

17 Cross-exam nati on

18 JUDGE MACE: Any objection to 81-T?

19 MR. TRAUTMAN:  No, Your Honor.

20 JUDGE MACE: I'Il adnmit it. M. Trautmn?
21

22

23 CROSS- EXAM NATI ON

24 BY MR. TRAUTMAN:

25 Q Good evening, Ms. Morton. | believe you
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i ndi cate you are enployed by Qwest in Denver.
A Yes, | am
Q And you are the manager of the policy and | aw

or gani zati on?

A Yes.
Q Is that a conpany-w de organi zati on?
A In my function, | do represent the interests

of our various entities in light of universal service

pol i ci es.

Q Throughout the conpany, the entire service
area?

A Yes.

Does Qmest al so operate Qmest Wrel ess?
Qvest Wreless is a subsidiary of Quest
Cor poration International

Q I would Iike to turn to your testinmony. The

exhi bit nunmber, Your Honor, was...
JUDGE MACE: It was 81-T.

Q 81-T at Page 3, and at the bottom Line 18,
and there, you are asked if an ETC s obligation should
be altered if a carrier's technology limts its ability
to service that area; is that correct?

A That's correct.

Q You answer no, and | believe you refer to a

1997 order of the FCC, the first report and order in CC
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Docket 9645?

A Yes.

Q Was that issued in May of 1997, to your
know edge?

A | believe that's correct.

Q On the next page, Page 4, you ask whether an
exception -- on Line 5, you ask whether an exception to

the ETC obligation should be made for a particul ar
| ocation; is that correct?

A Yes.

Q And again, is your answer essentially no,

based on an FCC order of August of 20007?

A The answer woul d be no, upon a reasonable
request.
Q | believe you filed your testinony Decenber

27th.  Were you aware of an FCC order that was issued
on Novenber 27th of 2002?

A [''m not sure to which order you are
referring. There has been a |l ot of activity.

Q Are you famliar with an FCC order that said,
in effect, that an ETC status can be granted for an
area even if there are currently dead spots in the
net wor k?

A | don't recall that froma recent order, but

I know it has been the FCC s position that in
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designating a carrier, it may not currently provide
service to every single location within the service
area, but a finding of ETC designation essentially
means that the carrier has the capability to provide
the service throughout.

Q Are you aware of that particular order to

which | refer?

A What was it in the matter of?
Q It was referred to in M. Shirley's testinony
of Decenber 27th, 2002. The entire nanme was, "In the

matter of federal state joint board on universa
service, RCC Holdings, Inc., petition for designation
as an eligible tel ecommuni cations carrier throughout
its license service area in the State of Al abama.”
CHAl RMOVAN SHOWALTER: Do you have a date.
MR. TRAUTMAN:  November 27th, 2002.
THE WTNESS: | have not read that order

Q (By M. Trautman) Do you know whet her the
FCC has issued an order stating that wireline ETC s may
excl ude sone | ocations from service?

A | believe the same obligations hold true that
the wireline carrier has the sane obligation to provide
servi ce throughout its designated service area. |'m
not sure of a point that speaks to the exact | anguage

that you used.
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Q Were you once the nanager of regul atory
affairs for US West in Arizona?

A I was one of the managers there, correct.

Q Can you say approxi mately how | ong that
wireline conmpani es have had either inplicit or explicit
support to serve high-cost, |owrevenue |ocations?

MR, ONENS: | n what state, or just generally?

MR. TRAUTMAN:  Cenerally.

THE WTNESS: | can't speak to tine date
certain, but to the best of ny know edge, there have
al ways been di screpanci es between residential and
busi ness rates, and since |'ve been in regulatory, in
ny experience, it has been that rural and urban rates
are priced very simlarly, even though their cost
structures may be quite different.

Q (By M. Trautman) So would it be safe to say
that such support substantially predates ETC status

that was first created by Congress in the 1996 act?

A Such inplicit support?

Q Inmplicit or explicit.

A Yes.

Q In the order to which you refer on Page 3 of
your testinmony -- | believe that's the first report and
order of the May 7th order -- do you recall whether the

FCC stated that it permtted ETC designation for
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wireless carriers in order to be consistent with the
principle of conpetitive and technol ogical neutrality?

A | do renmenber that those were two inportant
principles, yes.

Q Does conpetition require two or nore options
for custoners in your view?

A To me, that would be the end goal of
conpetition, but perhaps there are sonme areas that may
not actually support nore than one carrier, or there
m ght be such high cost that a carrier would not desire
to serve because an incunbent mght be priced quite
bel ow cost making it very unprofitable to serve.

Q If there is a choice of custoners, should the
government choose a provider for the custoner?

MR, OVNENS: | don't understand the question.

Q If it's a choice of provider, should the
government choose a provider for the customer?

A I think there are a | ot of underlying
ci rcunstances of that question. Could we narrow the
scope of it perhaps?

Q In general, do you believe the custoner
shoul d make the choice?

A | believe it would be the custoner that is in
the position to initiate a request for service, yes.

Q ETC status is determ ned under Section 214(e)
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of the Tel ecomuni cations Act of 1996; is that correct?
A Yes.
Q And that section is in turn linked to the

section on universal service, which is section 2547

A That is correct.
Q Is it correct that one purpose of Section 254
is to insure that custoners in rural, insular, or

hi gh-cost areas should have services that are
reasonably conparable to services in urban areas at

reasonably conparabl e rates.

A Yes.

Q Now, Qwmest has noved to have RCC nmade a party
in this case. |Is that correct, to your know edge?

A. I don't know the history on that.

Q Assuming that is correct, is it correct also

that Qwest has not provided any testinony that the
services and prices for RCC are reasonably conparabl e
to those of either Qwmest or Verizon?

A. I have no information on their pricing.

Q Do you know whet her Qunest filed an
application to have its |local service deregulated in
| daho?

MR OWENS: 1I'mgoing to object. | don't see

any relevance to this case, which is directed to

whet her Qaest boundari es should be redrawn as to
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whet her Qnest asked for | ocal service to be deregul ated
i n I daho.

MR, TRAUTMAN: If | could do a follow up.

JUDGE MACE: Would you respond to the
obj ection, please?

MR. TRAUTMAN: The rel evance would be in turn
if she's famliar with that, if she knows whet her Qnest
provi ded testinmony concerning the conparability of
service and prices between wireless and wreline
of ferings in support of that application.

MR, OWNENS: Again, there is no relevance to
the issue here, which is does the existence of an ETC
in the sane area in which Qwest maybe have its exchange
redrawn with the objective of requiring it to serve,
serve as a basis not to do such a redrawi ng and order
Qmvest to serve.

JUDGE MACE: Sustain the objection.

MR. TRAUTMAN: | have no further questions.

JUDGE MACE: M. Harl ow?

CROSS- EXAM NATI ON
BY MR. HARLOW
Q Good evening, Ms. Mrton.

A Good eveni ng.
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Q Do you recall Chairwoman Showal ter's cross of
Ms. Jensen, and in particular, she read a quote from
Ms. Jensen's testinmony froman FCC order. |'Ill just
gi ve you sone of the buzz words here, but the incunbent
LEC may not have facilities to every possible custoner;
do you recall that? 1It's on Exhibit 50-T at Page 23.

A Yes, |'mthere.

Q Do you recall the Chairwonman's question about
t hat passage?

A. | renmenber the general scope of it, not the
speci fic question.

Q And the footnote cites FCC Order 00248 for
that passage; is that correct?

A Yes.

Q And i ndeed, you've quoted fromthat order on

your page of your testinony Exhibit 81-T; is that

correct?
A Yes.
Q Do you recall if your quote beginning on Line

11 is fromthe sane paragraph as the quote that we just
identified in Ms. Jensen's testinony?

A It does appear to be the sane quote.

Q The question to which you are directing this
gquote is with regard to a particular location. Do you

see that on Line 6?
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A Yes.

Q And Ms. Jensen and | went round and round a
coupl e of times about her |anguage of the particul ar
applicant. Do you recall that?

A | do renenber the discussion

Q Is there anything in this order, FCC 00248,
that you can recall that supports a requirenent that an
ETC serve either a particular applicant or every
applicant or a particular |ocation?

A. | believe that there is an obligation to
of fer the service throughout the entire service area in
whi ch the designation was granted. However, this does
also refer to it being a reasonable request, so
regardl ess of technology, | would say there is that
obl i gati on.

Q Are you aware that Washington State law -- in
particular, | have in mnd RCW80.36.090 -- also uses
that term "reasonabl e"?

A. I''mnot an expert on the state | aw.

Q | understand. Are you aware that that term

is used in that section of the Washi ngton statutes?

A No, |I'm not.
Q Is the thrust of your testinony in Exhibit
81-T that RCC can recover all its cost if it's sonehow

forced to serve the Tinm Ranch | ocation?
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A No, that is not.
MR, HARLOW Do you still have that extra
copy of Exhibit 53, M. Owmens?
MR, ONENS: Not an extra, but | will give it

to the wi tness.

THE WTNESS: | do have a copy of it.
Q (By M. Harlow) If you would turn to Page 9
of 13, | take it you are the Qunest witness nost

fam liar with how the federal USF or universal service
fund support nechanisnms work; is that correct?

A That is correct.

Q And so | ooking at Exhibit 53, Page 9, and
believe you were here when Ms. Kohler testified that if
RCC were to extend service to the five Timm Ranch
| ocations that RCC would receive an additional either

$8.71 a nonth or $8.55 cents a nonth. Do you recal

t hat ?
A Yes, | do.
Q Is that what this exhibit appears to reflect?
A Yes, it is, for the residential and

si ngl e-1ine business.

Q So woul d you accept, subject to check, if you
round that up to nine dollars, RCC would receive an
i ncrenmental revenues to support or because of the

extensi on of service to those |ocations of nine tines
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five or $45 a nonth?

A RCC, | believe, would also be receiving
addi ti onal high-cost support in other exchanges as wel
that would help offset --

Q But the question is just directed to the
i ncrenental revenues that RCC woul d receive by
extending service to five additional subscribers in the
Ti mm Ranch | ocation. Based on that question -- it's a
simpl e mat hematical calculation. It's $45 a nonth; is

that right?

A Assuming you had a flat-rate price system
Q So | take it Qwest's area of cost recovery as
well, in addition to $45, you could take the dollars

you are receiving because of the customers you are
serving everywhere else in the state, and you could
apply that to the Timm Ranch cost; is that correct?

A No, that's not correct. Actually, the
purpose of ny testinony was truly to discuss that there
al ready were two eligible tel econmunications carriers
that have voluntarily held thensel ves out to provide
service in this area

In doing so -- | reviewed the transcript from
the open neeting, and there was a comm tnent that
desi gnation of RCC as an ETC would actually inprove the

infrastructure. So primarily, the purpose of ny
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testinony was that there are two carriers that have
al ready held thensel ves out to offer service, and it
does not nmke sense, actually, to | ook to Quest as an
involuntarily carrier at this point in tine.

Q Ms. Morton, | didn't ask you for a sunmary of
your entire testinony. | asked you about the cost
support avail able to RCC

MR. OWNENS: The question was a somewhat
sarcastic question about Qwest's theory of cost
recovery, and | believe the witness was responding to
t hat .

MR, HARLOWN We tried to get into this with
Ms. Jensen, and she deferred to Ms. Mdrton, and now we
are just getting a repetition of the summary of the
Wi tness's testinony.

JUDGE MACE: Would you repeat your question,
pl ease?

Q (By M. Harlow) The question is, is Quest's
t heory about how RCC as an ETC is able to recover the
hypot heti cal cost of hypothetically serving the Timm
Ranch location, | think it's fairly obvious that $45 a
month may not do it, so is Qamest's theory that you
woul d access the support RCC mi ght receive throughout
the state and focus it on Timm Ranch? If you don't

understand Qmest's cost support theory, then
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under st and.

A I would Iike to be responsive to your
question. | don't believe Qmest is saying that RCC or
any other carrier should nake an uneconom c invest nent
and that there are a |lot of factors to be considered
here, including the lack of federal support to provide
service to these high-cost areas and that there isn't a
suf ficient mechani sm perhaps, and that's what we are
bei ng shown here.

MR, HARLOW Thank you. That is all | have.

MS. ENDEJAN: Your Honor, | realize | didn't
desi gnate, but | have one question that | would like to
ask this witness because | was confused by sone of her

testi nony.

CROSS- EXAM NATI ON
BY MS. ENDEJAN:

Q My nane is Judy Endejan and | represent
Verizon. You were asked sone questions by M. Trautnman
about your understandi ng of the neaning of Section 254
because you're in charge for Qwest is to be the sort of
uni versal service guru; is that correct?

A That's correct.

Q Well, guru is a pejorative term and maybe
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nm sunder st ood what you said to him but do you
interpret Section 254 to nmean that all custoners in
rural areas are guaranteed the provision of
t el econmmuni cations service of their choosing?

A. | believe that that's the overall guiding
principle behind it, but it's not a guarantee. As
we' ve seen, there are sone areas that w thout
sufficient federal support, it would be very difficult
to provide service

MS. ENDEJAN. Thank you.

CROSS- EXAM NATI ON

BY CHAI RWOMAN SHOWALTER

Q If you could turn to Exhibit 81-T, Page 4, do
you agree that ETC status does not carry with it the
obligation to serve every applicant no matter what the
cost ?

A. Just to make sure | answer that right, | do
not believe that regardless of cost that there is a
unil ateral obligation; that there has to be sonme type
of reasonabl e nmeasurenment to insure the provision of
servi ce.

Q So do you agree that the obligation to serve

t hroughout one's ETC territory is not the sanme as the
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obligation to serve every applicant?

A | woul d consider them both the same
obligation with the sane reasonabl e excepti on.

Q That's why it asked it the first way. Do you
agree that the obligation to serve throughout is not
the sane as the obligation to serve every applicant, no
matter what the cost?

A. No.

Q ["mnot sure if your answer is agreeing with
the question or not. What I'mtrying to get at,
because | think both Ms. Jensen's testinony, and to a
| esser degree yours, seemto inply that ETC status
nmeans every applicant in an area must be served, but is
a qualification to that, | think, which is if not it's
not reasonable. Wuld you agree with that?

A Yes, | do.

Q So doesn't that nean that it's not the case
t hat every applicant nmust be served?

A That's correct.

CHAI RWOVAN SHOWALTER:  Thank you.
COW SSI ONER HEMSTAD: No questi ons.
JUDGE MACE: M. Owens, do you have redirect?

MR, OWENS: Briefly, Your Honor. Thank you.
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REDI RECT EXAM NATI ON
BY MR OWENS:

Q Ms. Morton, counsel for staff asked you if
there were a choice of providers, the governnent should
choose the provider. To your know edge, has any of the
nanmed applicants chosen Qwest as a provider?

A To the best of ny know edge, no.

Q Now, counsel for RCC asked you whether it was
Qnest's theory of recovery that RCC shoul d recover
costs to serve the Timm Ranch by getting access to
support throughout the state. Do you know whet her or
not the intent of the universal service support program
at the federal level is based on any idea about the
relationship of the cost to serve a particular
subscri ber versus the revenues that can be recovered
fromthat particul ar subscriber?

A I do not believe there is any such revenue
test.

Q Chai rwonman asked you with regard to the
obligation to serve every applicant if that is limted
by where it would not be reasonable. Do you know
whet her or not, as you understand it, that test has any
relationship to whether or not facilities exist at that
| ocati on where the applicant is?

A | think perhaps facilities would be one
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2 as if there was already a carrier providing service but

3 perhaps custoners had a different choice of technol ogy.

4 MR. ONENS: Thank you. Nothing further.
5 JUDGE MACE: M. Trautman?
6 MR, TRAUTMAN: Not hing further.
7 JUDGE MACE: M. Harl ow?
8 MR. HARLOW Not hi ng Further.
9 JUDGE MACE: Ms. Endej an?
10 MS. ENDEJAN. Not hing further.
11 JUDGE MACE: Thank you. You are excused.

12 Let's be off the record.
13 (Hearing recessed at 6:20 p.m)
14
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