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JUDGE MACE: Let's be on the record in
UT-011439. Before we comence with M. Spinks, 1'd
like to do a little bit of housekeeping cl eanup here.

The Nel son and Tayl or depositions have been marked

171 and 172-D, | believe, and | wanted to admt those
into the record at this point. | understand there's
a stipulation of the parties to adnit those. |Is

there any objection to ny admitting those
depositions?

MR. HARLOW No, Your Honor.

MR, TRAUTMAN:  No, Your Honor

JUDGE MACE: I'Il admit Exhibits 171 and
172-D. The map that Staff provided has been marked
700-G, and is there ny objection to the adm ssion of
that exhibit?

MR. ONENS: No, Your Honor

MR. HARLOW No, Your Honor.

JUDGE MACE: |'Il admt that. Finally, |
want to deal with Dr. Duft's exhibits. | understand
that the parties will stipulate to the adm ssion of

his exhibits, 121-T through 123. He's not present
here today because we decided in a prehearing
col l oquy that no one had any cross-exam nation for
hi m and he did not need to appear. |Is there any

objection to the admi ssion of his proposed exhibits?
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MS. ENDEJAN:  No, Your Honor.

MR, TRAUTMAN:  No, Your Honor.

JUDGE MACE: |I'Il adnmit those exhibits.
Finally, distributed prior to the hearing today were
anot her Qmest cross-exam nation exhibit for M.
Spi nks, it's been marked 611, and a revised copy of
the testinmony of M. WIIliamson, which should be
substituted for his 160-T. It includes changes nmade
to his testinony pursuant to his discussion with the
manuf acturer of the GoDigital System

And while we're awaiting Conm ssioner
Gshie, | could swear the witness in, if you would
pl ease rai se your right hand.
Wher eupon,

THOMAS SPI NKS,

havi ng been first duly sworn by Judge Mace, was
called as a witness herein and was exam ned and
testified as foll ows:

JUDGE MACE: Please be seated. M.
Trautman, are you ready to present M. Spinks?

MR, TRAUTMAN: | am

JUDGE MACE: Go ahead.

DI RECT EXAMI NATI ON

BY MR. TRAUTMAN:
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Q Good norning, M. Spinks.

A Good nor ni ng.

Q Coul d you pl ease provi de your nane,
busi ness address for the record?

A. Certainly. 1It's Thomas Spi nks, and ny
busi ness address is 1300 South Evergreen Park Drive,
S.W, Jdynpia, Washington, 98504.

Q And what is your position with the
Commi ssi on?

A. I'"'ma regulatory consultant.

Q And for this case, did you file testinony
that has been marked as Exhibit 111-T, that is Apri
17th testinmony; testinony 113-T, from Septenber 20t h,
2002; Exhibit 114-T, which is testinony from January
10th, as well as the exhibits that have been marked,
Exhi bit Nunmbers 112 and 1157

A. Yes, | did.

Q Were those exhibits all prepared by you or
under your supervision?

A They were.

Q Are there any changes you need to nmake to
t hose exhibits?

A Not that |I'm aware of.

Q And if | were to ask the questions

contained in your testinony, would your answers be
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1 t he sane?

2 A Yes.

3 MR, TRAUTMAN: At this point, |I would nove
4 for the adm ssion of Exhibits 111-T through 115.

5 JUDGE MACE: Any objection to the adm ssion

6 of those exhibits?

7 MR, HARLOW  No.
8 M5. ENDEJAN: No obj ection.
9 JUDGE MACE: |'Il admit those exhibits.
10 MR, TRAUTMAN: M. Spinks is available for

11 cross-examni nati on.

12 JUDGE MACE: Ms. Endej an.

13 M5. ENDEJAN: Thank you, Your Honor.
14

15 CROSS-EXAMINATI ON

16 BY MS. ENDEJAN:

17 Q Good norning, M. Spinks.
18 A Good norning, M. Endejan.
19 Q Just a few questions for you. I|I'm

20 primarily concerned with your testinony, which is

21 Exhibit 111-T. Do you have that in front of you?

22 A Yes, | do.
23 Q Could you turn to page two, the top of the
24 page, |lines one through three?

25 A Yes.
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Q Do you have that in front of you?

A Yes, | see that.

Q Okay. And in that -- or let nme clarify
sonething here. |If you read that, the sentence that
begins on line one and ends on line three, are you
claimng in your testinony that, in your opinion, the
Ti mm and Tayl or extensions are no nore costly than
the, quote, sane type of facilities in Washington?

A VWhat this testinmony is about is I'mtrying
to provide to the Conm ssion sone --

Q M. Spinks, if you can answer the question
with a yes or no, and then, of course, your -- |
woul d request the Judge to direct, if the question is
capabl e of answering with a yes or no, and then
perhaps to proceed.

JUDGE MACE: Could you repeat the question,
pl ease?

M5. ENDEJAN: What |'mdoing is |I'm seeking
-- trying to seek clarification of M. Spinks
position, which appears to be expressed in lines one
t hrough three on page two of Exhibit 111

Q And ny question is, by that testinmony |'ve
just cited, are you claimng that the Tinm and Tayl or
extensions are no nore costly than -- and | use your

words -- quote, the same type of facilities in
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Washi ngton? |s that your testinony?

A Yes, the per-mle cost of constructing
those facilities is around or less than the historic
cost of building those sanme types of facilities.

Q When you use the term sane types of
facilities, are you talking about facilities used in
i ne extensions under the new |line extension tariff?

A No, I'mnot. |'mtalking about the cost of
constructing | oops generally.

JUDGE MACE: About?
THE W TNESS: Loops.
JUDGE MACE: Loops, okay.

Q So your testinony is just concerned with
| oop costs and not necessarily project costs; isn't
that correct?

A Well, the conparison that | did in order to
det ermi ne whether or not Verizon had submitted
reasonabl e construction costs for these jobs,
| ooked at the historical data on what | oops have cost
to build historically in the state, and | use that as
a broad gauge neasure of the reasonabl eness of the
anounts of noney that Verizon said it's going to cost
themto construct the facilities if they do it.

Q Okay. Fair enough. But now, M. Spinks,

to determne if one project is nore costly than
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anot her project, however, you're going to have to
know the nunber of nmiles involved in a project to
have sone sort of an apples and appl es conparison,

woul dn't you agree?

A. When you use the term costly, you can be
referring to per-nmile costs or total costs. |I'm
again, in my testinony, I'mlooking at the unit costs

of doing the jobs, not so much a focus on total cost.

Q Okay. But would you --

CHAl R\MOVAN SHOWALTER: M. Spi nks, |'m not
sure what you nean by unit. Do you nean --

THE W TNESS: Per nmile.

CHAIl RMOVAN SHOWALTER: -- a custoner? Oh,
you nean a mle?

THE WTNESS: Per nile or per foot, yes.

Q So your testinony really does not address
the per-project or total costs; is that correct?

A Well, | think it does in the sense that you
have per-mle costs. Those per-mle costs don't
really change if it's a ten-mle loop or a 20-nile
loop. It's just you nultiply the nunber tinmes ten or
20 to get the total.

Q But woul dn't you agree with ne that a
20-mile project is, in total dollars, going to cost

nore than a ten-mle project?
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A. Absol ut el y.
Q Now, you said that you've | ooked at
materials -- excuse ne, strike that.

Do you have in front of you your responses
to our data requests? And |I'd specifically direct
you to Verizon Data Request Nunber Two, which has
been marked Exhi bit 602.

A. Yes, | reviewed that this norning.
Q And do you have that in front of you or --
A. | don't, but, again, they were fairly short

responses, so |I'mfamliar with what they are

Q So you're relatively confortable talking
about thenf
A Yes.
JUDGE MACE: Well, let's take a nonment and

make sure that the witness has themin front of him
MR. TRAUTMAN: Can | provide hima copy?

THE WTNESS: Yes, | have that in front of

Q Okay. | just want to clarify, |ooking at
your response to nunber two, which is Exhibit 602,
t hat you have | ooked at Verizon's responses to
Staff's data requests in preparing your testinony?
A I reviewed the responses that were to data

requests that | sent out, yes.
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1 Q Ckay. Well, let nme ask you, did you review
2 Verizon's response to Staff's Data Request Nunber 44,
3 whi ch has been marked as Exhibit Nunmber 9 in this

4 case? It's an attachment to the testinony of Ms.

5 Ruosch. And with permi ssion, may | approach the

6 Wit ness?

7 JUDGE MACE: Yes, please. This is a

8 confidential exhibit?

9 MS. ENDEJAN. It is.

10 Q Okay. WM. Spinks, did you look at this

11 exhi bit before you wote your testinmony?

12 A No.

13 Q So would | be correct in assumng that you
14 didn't conpare any of the extension costs associ ated
15 with [ine extensions Verizon did under the new |ine
16 extension with the cost estimates for the Tinm and
17 Tayl or jobs before you concluded that the costs for
18 the Ti mm and Tayl or jobs were reasonabl e?

19 A That's correct. | don't believe we had
20 that docunment in our possession at the tine | wote
21 my testinony.
22 Q Okay. I'mjust trying to clarify. You
23 said, in response to Nunber 602, that you | ooked at
24 other than materials provided in response to other

25 data requests, and you don't specify what those data
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requests were.

A | see.
Q So --
A It was the early data requests that | had

sent to Verizon asking them about the material costs
and sone other aspects of the -- their cost
estimates, how they put them together

Q Okay. But for purposes of conparing
relative costs, would it have been inportant to you
to know the relative costs of the actual extensions
that had been done to date before you concl uded that
the costs for the Tinm and Tayl or extensions were
reasonabl e? Wuld that have been inportant to you?

A. It m ght have been useful. But what | was
| ooking for was a way to judge, sort of independently
of the question of |ine extensions, how nmuch plant
costs to build, because all that you've really
provi ded are estimates of what it costs to construct
plant for so many mles. \Whether you call it a | oop
or a line extension doesn't seemto nme to really
connote any distinction in the cost.

Q And let nme just clarify, M. Spinks. You
do understand that Verizon's costs are prem sed on a
recommended engi neering approach that involves buried

pl ant, don't you?
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A. Yes. Well, buried for one job, aerial for
the other, | believe.
CHAIl RMOMAN SHOWALTER: Ms. Endejan, | just

want to be clear, if it is the case, that this

di scussion is about the reasonabl eness of the costs
in terms of cost estimates, and we're not talking
about whether, in sone absolute sense, it's
reasonable to incur those costs. Is that -- we're
using this word reasonabl e and reasonable costs quite
a bit, so was that the line of your questioning, that
we' re tal king about whether it, in fact, would cost
about that nuch, or are you tal ki ng about whet her
spendi ng that nuch is reasonabl e?

MS. ENDEJAN. Ckay. | apologize for the
confusion, because | was confused in reading his
testi mony about what M. Spinks is testifying to, and
I"'mtrying to get that clear. Maybe |I'm just
muddyi ng the waters nore. So let ne ask a series of
questions that might clarify that.

Q Is the purpose of your testinmony here, M.
Spi nks, to render an opi nion about the reasonabl eness
of the cost estimates that Verizon put forth in this
case for the Timm and Tayl or Ranch? 1'msorry, Timm
and Taylor |ine extensions?

A The purpose of ny testinobny with respect to
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these costs is to provide the Conm ssion with sonme
under st andi ng or sone sense that if they order the
line extension to be built, that that's roughly the
amount of costs that will indeed be spent to build
them In other words, if | had found that, jeez,
800, 000, no, it could be built for 400,000, what's
goi ng on here, you know, then | would have wote
testimony that said those costs aren't reasonabl e,
they're too high.

Q Okay. So then maybe | can ask one question
| think will clarify this. So in other words, you
don't take issue with the reasonabl eness of the cost
estimates that Verizon has presented in this case for
the Ti mm Ranch and the Tayl or |ocations?

A. I am not saying that, as a |ine extension,
it's a reasonable cost, that it's reasonable to spend
that nmuch on a line extension. | don't go there.
That's M. Shirley's area.

Q Okay. |'mjust saying, but you think the
nunbers that Verizon put forth in this case for those
costs, whether they're good or bad --

A O ugly, yes.

Q -- in terms of policy, they' re okay from
your standpoint?

A Yes.
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1 Q Let nme just ask, then, a couple follow up
2 questions to further clarify your testinony here.

3 You talk on the top of page three of Exhibit 111

4 about mai ntenance costs. Do you see that? It's from

5 [ines one through four --

6 A Yes.

7 Q -- at the top?

8 A Yes, | do.

9 Q Now, your background is in econonics and

10 you' re not an engineer; right, M. Spinks?

11 A That's correct.

12 Q So really you're not in a position to say
13 one way or the other how mai ntenance shoul d be

14 addressed when new tel ephone plant is placed in an
15 area such as the Timm Ranch, are you?

16 A Well, | wouldn't agree with that

17 characterization. |In the over 20 years |'ve worked
18 for state conm ssions, one of my areas of expertise
19 has been depreciation, and |I've went to a nunber of
20 school s and have nuch training and education in that
21 area, and that area involves, in fact, accounting,
22 engi neering and economics. And so, through the

23 pursuit of that expertise, | have gai ned a good

24 under st andi ng about many of the engi neering, as wel

25 as accounting aspects --
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Q Ckay.

A -- in regulation

Q Well, | apologize. | didn't nean to --

A Yeah.

Q -- make |ight of or dism ss your background

in regulatory accounting. Wat |'mjust getting at,
M. Spinks, is, you know, you haven't worked for a
t el ephone conpany in terms of maintenance and
engi neering, have you?

A No, I've not.

Q So you really, you know, you don't know
what Verizon's practices are with respect to
mai nt ai ni ng new plant, do you?

A Well, sone of those would have been
di scussed in various depreciation neetings that |'ve
had with Verizon over the years or its predecessor
conpany, GTE, in which maintenance is an issue with
respect to the average service lives of plant. For
instance, the less well it's maintained, the shorter
its average life is going to be, so there -- | have
some familiarity with maintenance in that sense

Q Okay. Fair enough. You didn't visit the
Ti mm Ranch or Tayl or |ocations, did you, before you
prepared your testinony?

A Not before, but | did go out there in
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1 Cct ober .

2 Q To both | ocations?

3 A Yes.

4 Q Let me ask you sone questions about your
5 testi nony. The bottom of page three that -- of

6 Exhibit 111, that tal ks about |loop lengths. Do you
7 see that?

8 A Yes, | do.

9 Q Now, in your experience, long |oop |engths
10 of 20 to 40 miles could serve a great nunber of

11 custoners, couldn't they?

12 A No, you're not going to see that, because
13 by -- alnost by definition, the further out into the
14 network you get, the fewer people there are to be

15 served, so it tapers off the further out you get. So
16 you're not likely to have an apartnent building with
17 500 people in it at the end of a 40-nmile | oop

18 Q Okay. But you don't know the custoners

19 al ong each of the 20 to 40-mile | oops that you talk
20 about in your testinony, do you? You really don't
21 have any idea of how many nunbers of custoners are
22 al ong those loops. Well, let ne ask you this.

23 A. No, | don't. The only information | had
24 that | provided was the approxi mate nunber of |ong

25 | oops that there are in the state, based on
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i nformati on that was provided in the universa
servi ce proceedi ng.

Q Okay. Wuld it be fair to say, in your
experience, you don't know and can't identify any
| oops of -- with specificity, any other |oops of 20
to 40 mles in lengths with no custoners along a
23-mile stretch in Washi ngton, can you?

A No, that's correct. | responded to that in
a data request, | believe from Verizon, and indicated
that such information would only be known by the
conpany and woul d |ikely be expensive and
ti me-consum ng to determ ne

Q Okay. And | guess because you didn't
ei ther have access to or the opportunity to | ook at
t he docurment | tal ked about earlier, which is the
Exhibit 9, and that's the information provided M.
Ruosch about the actual |ine extension requests that
have been fulfilled by Verizon, you didn't see that
before you wote your testinony, you said; right?

A That's correct, | hadn't.

Q So you didn't conpare the |oop |engths that
appear on the existing extension -- excuse ne. You
didn't conpare the I engths of the | oops constructed
by Verizon under the new line extension tariff to

date with the lengths at issue with the Ti mm and
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1 Tayl or Ranch before you wote your testinony, did

2 you?

3 A That's correct.

4 Q Okay. Just one final area of inquiry, M.
5 Spi nks.

6 JUDGE MACE: Can you wait just a nonent

7 while he gets sonme water?

8 MS. ENDEJAN. Oh, excuse ne.

9 Q The very last page of Exhibit 111 deals
10 with the topic of a change in the |loop cost for the

11 two exchanges involved in this case. Do you see

12 that ?

13 A Yes, | do.

14 Q Ckay. The very last sentence -- |'msorry.
15 Well, actually, the |ast sentence of the first

16 guestion on page four, you say, The results show that
17 the wire center average will increase in the range of
18 ten to 20 percent and, given the small size of the

19 wire centers, this does not represent an unreasonable
20 change in the amobunt of USF support required to add
21 t hese investnents.

22 What are you referring to when you say

23 anmpunt of USF support?

24 A The nodel s were used to devel op the costs

25 -- the nonthly | oop costs or the nonthly costs of
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| ocal service for the purposes of determ ning how
much uni versal service funding was required for
Verizon, and | think it was 33 million

And if you added these |oops to the
i nvestnment in these two wire centers, if you added
the cost of the line extension, it would increase the
cost -- nmonthly service costs, as | said in ny
testinmony, $6 a nonth or $9 a nonth for the -- in the
two wire centers where the | oops would be
constructed. And that would add to the anpunt
required for Verizon for universal service purposes
$9, say it was $10, that's $120 a year. It would add
that nuch to the ampunt of noney they required. And
so that's what that sentence was addressing.

Q So are you saying if Verizon is required to
build the Taylor and Ti nm extensions, that Verizon's
USF support anount -- they'll get nobre noney every
year ?

A. No, I'mnot saying that. |[|'m saying what
woul d be required is it would increase by that
anmount .

Q Okay. But you don't know if, in fact,
Verizon's going to get any nore nmoney for -- if
they're required to do these |ine extensions as a

result of the change in the average exchange cost
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estimates. You don't know that, do you?

A Well, ny understanding is is that they
woul d be able to put an adder on the term nating
access charge that would recover all of the
i nvestnment in one year

Q Okay. But I'mtal king about the ongoing
USF support. | nean, Verizon won't get any nore
ongoi ng USF support for these exchanges due to the
Ti mm and Tayl or extensions, will they?

A. Well, it won't be ongoing if you collect it
all the first year. |If you get all the investnent
back, then you don't have the nonthly operating
liability that goes with that investnent, so no, you
woul dn't get it. But if you didn't recover that
i nvest ment over the one year, if you kept it in as
part of your capitalized investnment cost, then you
woul d be entitled to that rmuch nore

Q ' mconfused, M. Spinks. Looking at your
testi mony here, you say that the average cost of
service in the Brewster and Bridgeport exchange wil |
go up approximately ten to 20 percent if the Tinm and
Tayl or line extensions are done and conpl eted by
Verizon. Isn't that what you're saying here?

A That's correct. And so | need to correct

nysel f, because | earlier said $120, and that's not
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1 correct. It's $9 tines the nunber of loops in the

2 wire center. And | apologize for that. So it would

3 be more in the range of $120,000 a year in increased

4 USF.

5 Q But that -- but this is where I'mgetting

6 confused. That's if Verizon doesn't elect to seek

7 recovery of these costs fromthe term nating access

8 char ge?

9 A Correct, but I'mnot saying that there is a
10 mechani smin place that does that. |In fact, since
11 we've set those costs, there hasn't been any
12 subsequent actions made.

13 Q To change the costs associated with each

14 exchange and to update and change the amount of USF

15  --
16 A Sur e.

17 Q -- support; is that correct?

18 A That's correct.

19 Q Okay. So really, if we go forward with

20 these |line extensions, that's not really going to do
21 anything to the cal culus of what Verizon gets

22 currently under the nodel that you refer from Docket
23 UT-980311(a)?

24 A That's correct.

25 MS. ENDEJAN. Thank you. Nothing further
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1 JUDGE MACE: M. Owens.

2 MR, OWENS: Thank you, Your Honor
3

4 CROSS- EXAMI NATI ON

5 BY MR. OVENS:

6 Q Good norning, M. Spinks.
7 A Good norni ng.
8 Q Sort of a prelimnary matter. |In your

9 Exhi bit 114-T, you have an attached exhibit, 115,

10 whi ch includes sone responses by Qwest to Staff data
11 requests; is that right?

12 A That's correct.

13 Q And one of those, which appears on the

14 second unnunbered page, is response to Data Request
15 Nurmber Ten; would that be true?

16 A Yes.

17 Q And that exhibit is dated June 28th of

18 2002. And are you aware that Qwest recently

19 suppl enented its response to this request on January
20 16th of 2003?

21 A I am

22 Q And do you have what's been marked as

23 Exhi bit 6117

24 A | do.

25 Q Is that what the Staff received as Quest's
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response, supplenental response to Data Request Ten?
A It is.

MR, OWENS: Thank you.

MR. TRAUTMAN:  Your Honor, | have a -- are
you intending to nove for adm ssion of this exhibit?

MR. OWNENS: Yes.

MR, TRAUTMAN: Because | object to
admtting this exhibit through M. Spinks. First of
all, it is not prepared by him

CHAl RAOMAN SHOWALTER: It hasn't been
of fered yet.

JUDGE MACE: It hasn't been offered yet.
Let's wait until --

MR, TRAUTMAN:  Well, but | assume he's
going to ask several questions pertaining to it.

JUDGE MACE: Well, we'll wait until we get
to those questions. |[|f the witness can answer them
then we'll let himanswer, or, if you have an
obj ection, you could voice it at that point.

MR. OAENS: Well, 1'Il offer it now |
wasn't planning on asking himany nore questions on
t he docunent.

JUDGE MACE: And your objection?

MR. TRAUTMAN:  Well, first, it's not

prepared by M. Spinks, it is not his exhibit.
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1 Secondly, it is essentially -- essentially sinply

2 changing the testinony of Qwest. W received a

3 response back in June on the sanme question of

4 rei nforcement and -- from M. Hubbard outlining al

5 of the costs associated with it. W have prepared

6 testi nony based upon that response in June, and now,
7 on January 16th, we have essentially a change in

8 Qnest' s testinony, not prepared by M. Spinks.

9 MR. ONENS: | don't see a basis for an

10 objection in that objection, Your Honor. This is

11 offered to show that the docunment that has been

12 proffered as a part of Exhibit 115 is not the npst

13 current response of Qmest to this data request. Wat
14 is in the docunment, | suppose, is a matter for

15 argunment .

16 If it were the case that each party were
17 limted inits evidentiary presentation to what was
18 di scl osed nonths ago, either in data request

19 responses or in testinony, then the testinony that is
20 about to be changed by M. WIIlianmson woul dn't be
21 admi ssible either. | don't think that the Conmmi ssion
22 shoul d adopt such a rigid posture.
23 We are sinply offering this to show that
24 the docunent that's been offered as the request is

25 not the nost current version. W are not objecting
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to the receipt in evidence of what is physically
attached to Exhibit 115 for whatever value it has.
We are sinply stating or offering to state by this
exhibit that the company has revised its response,
and we think it's appropriate that the record show
the npst current response.

CHAI R\MOVAN SHOWALTER: Are you harned in
any way by the admi ssion of this?

MR. TRAUTMAN:  Well, | -- it does seemt hat
it's -- it's hard to tell. It seens like if Quest,
in fact, believed this was not reinforcenent, it does
seem t hat an anendnent shoul d have been nmade to their
data request that was issued in June. It would seem
t hat some change shoul d have been made before January
the 16t h.

CHAl RAOMAN SHOWALTER:  Well, |'mjust
asking, it wasn't made before the 16th, but given
that it was the 16th, do you need tinme -- is it
adverse to your ability to put on the case? Does it
frustrate your ability?

MR. TRAUTMAN: It's -- well, |I'mnot sure
exactly how M. Spinks will respond to questions
concerning it.

CHAI RWOVAN SHOWALTER: | thought all the

guestions have been done. |It's just being offered
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for adm ssion at this point.
MR. TRAUTMAN:  Well, | --
JUDGE MACE: And you've had it since
January 16th; is that right?
MR, TRAUTMAN: Correct.
JUDGE MACE: We'Ill admit the exhibit at
this point.
MR. OWENS: Thank you, Your Honor
Q Now, in Exhibit 114-T, M. Spinks, at page
two --
JUDGE MACE: |'msorry, 1147
MR, OWENS: 114-T, Your Honor, beginning
page two, and really, actually, all of the materia
on that page, you criticize M. Hubbard s testinony
-- just a monent, Your Honor. Exhibit 69-T.
JUDGE MACE: This is a Hubbard Exhibit --
MR. ONENS: Well, no, |'m saying he
criticizes M. Hubbard's testinony, Exhibit 69-T,
where he conpares the 738,875 cost estimate with a
Verizon cost estimte.
Q Is that correct?
A Well, | don't knowif | would termit
criticizing as nmuch as correcting.
Q Well, you say it's an apples and oranges

conparison, and to that extent, you're critical that
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1 M. Hubbard has perforned an inappropriate

2 conpari son; would that be true?

3 A. Well, M. Hubbard stated that Qwest costs
4 --

5 Q Can you answer me yes or no, that you --
6 A. Repeat the question, please.

7 JUDGE MACE: Would you repeat?

8 Q You state that M. Hubbard perforned an

9 appl es and oranges conparison and, to that extent,
10 you criticized the conparison as inappropriate; is
11 that correct?

12 A Yes.

13 Q Okay. Now, did you understand, in making
14 that criticism that M. Hubbard was responding to a
15 conparison that M. Shirley nade in his testinony,

16 whi ch has been marked as Exhibit 137-T?

17 A No, I'mnot certain that | --

18 Q Do you have M. Shirley's 137-T?

19 A No, | don't.

20 MR, OWNENS: Could a copy be provided to the

21 Wi t ness, please?

22 MR. TRAUTMAN: Do you have a copy? This
23 was -- it was not marked for M. Spinks.
24 MR, ONENS: Well, considering --

25 MR, TRAUTMAN: | have a copy for ne.
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JUDGE MACE: Is there an extra copy of
Exhi bit 137-T, M. Trautmn?

MR, OAENS: No, I'Il give himny copy.
That's fine. Thank you.

Q And | believe it's on page two there, M.

Spinks. Isn't it true that --

JUDGE MACE: At what line? Sorry. No, you
don't have the copy.

MR. OAENS: No, | don't.

THE W TNESS: Seven through 11.

MR. OWENS: Yeah, seven through 11.

CHAI RWOVAN SHOWALTER: Can we just start
over with the exhibit, page and line?

MR. OVNENS: Yes, Your Honor, Exhibit 137-T.

JUDGE MACE: If it would help -- |
recogni ze you have your cross questions there, but if
it would have help, you can stand by the witness if
you need to refer to pages and nunbers of 137-T,
since you don't have the copy.

MR, ONENS: | was trying to stay by the
m ke.

JUDGE MACE: | know.

Q M. Spinks, isn't it true that in this

exhibit, which is 137-T, at page two, begi nning on

line seven, M. Shirley conpares Qwest's cost
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estimte of 738,875, which is the same nunber that's
in your testinony, to Verizon's estimte of 737,672,
and concludes that the two nunbers are essentially
the sane?

A Yes, | see that.

Q And M. Shirley notes that the Verizon
nunber does not include reinforcement; correct?

A | see that.

Q Okay. But you weren't aware of that when
you wrote your testinony saying that M. Hubbard's
conpari son was apples and oranges; is that right?

A Yes, that's right. | wasn't aware that M.
Shirley had qualified his nunbers. What | was
| ooki ng at was M. Hubbard's bare statenment that his
$811, 000 was in fact higher than Qwmest's, but he had
failed to distinguish between the |ine extension and
rei nforcenent, and when you do that, it cones out --

MR. OWNENS: Your Honor, this goes way
beyond ny question, which was sinply was he aware
that M. Shirley had made this particul ar conmpari son
in his testinmony and that M. Hubbard was respondi ng
to that conparison by M. Shirley.

JUDGE MACE: And your answer is, M.

Spi nks?

THE WTNESS: | believe | said yes, or that
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I wasn't aware of it.
MR, ONENS: Right. Thank you
JUDGE MACE: Thank you.

Q In Exhibit 113-T, beginning at page one,
line 18, and continuing over onto page two, you give
a simlar presentation of Qwest's estimated cost per
mle to Qwst's historical buried netallic cable
construction cost to that which you provided for
Verizon and di scussed with Ms. Endejan a little while
ago; is that true?

A Yes.

Q And t he nunber that you give for Qumest's
historical -- I'msorry, you don't give a nunber; you
just conpare to Qmest's historical cost per mle, and
| believe, in response to a data request, which has
been marked as Exhibit 116, you provided -- or you
i ndicated that you relied on what Qmest had provided,
whi ch has been marked as Exhibit 117, in draw ng that
conclusion; is that true?

A Yes.

Q Okay. And the nunbers involved here, just
so the record's clear, if you could look at 116, you
conpared the $31,216 per mle with what you show as
hi storical cost of $37,456 per nmle; correct?

A Yes.
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Q And that comes fromthe second page of
Exhi bit 117; correct?

A Yes.

Q And where that is |ocated would be in the
third group of nunbers for the buried copper -- or
buried cable, netallic copper, Account 2423, shown as

endi ng bal ance di vided by total sheath mles

correct?
A Yes.
Q Now, woul d you agree with nme that that

account would include all of the conpany's investnent
in buried netallic cable?

A Yes.

Q And that woul d not necessarily be limted
to just loop plant, would it?

A I"mnot sure | understand Account 242.3, |
believe it is. There's a code of federal regul ations
whi ch states what gets capitalized in that plan
account and there are many costs that go into it.

Q There coul d be, for exanple, sone
interoffice copper that's included in that account?

A Yes, yes.

Q And would it also be true that that account
could include investnent in placing cables that range

in size frommany hundreds of pairs down to the six
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and 11 pairs that we have in the current existing
plant in the region near the Ti nm Ranch?

A Yes, that's certainly true, but the bul k of
the cost is going to be the placenent cost.

Q And woul d you agree with nme that it
generally costs nore per foot to place a |arge
volune, that is, a high nunber of pairs cabl e because
of the handling difficulties in such a stiff cable
than it would to place a smaller cable, such as a 25
or 11 or a six-pair cable?

A | don't know that.

Q So in all of the studies that you' ve done,
you haven't seen any data on the | abor costs to place
like a 600 or a thousand-pair cable conpared to a six
or 1l1-pair cable?

A Well, generally, the cost of placing a
cable isn't so much dependent on the size as it is
t he nethod of placenent. |If you need to trench, the
trenching cost is going to be the sane whether you're
putting a 600-pair or six-pair in the ground. Snall
-- it's true that smaller cables can be pl owed
directly into the ground, for instance, maybe at a
faster rate than a | arger cable.

Q And a faster rate would translate into

| ower | abor costs, as labor is billed by the hour
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true?

A That's true, but the jobs are actually
billed by the foot, not by tine.

Q But you don't know whether the way they're
billed is that they accunmul ate the actual |abor costs
and divide by the footage of the job?

A No, the way they would do it is bid the job
out on a per-foot basis, and then the contractor does
the job at that. And there will be specials in the
contract if they have to do rock, for instance, that
wi |l be adders, but generally it's not a
ti me-sensitive process.

Q Well, would you agree with ne that the cost
to splice a thousand-pair cable per mle of cable
woul d be nmuch greater than the cost to splice a
25-pair cabl e?

A Yes.

Q And it's the cost of splicing --

A. But that particular cost conponent of the
total cost of the job is going to be very snall.

Q Is that cost included in Account 24237

A Shoul d be.

Q You coul d cal cul ate the nunber of
conductors per mle in the cable that was used to

conput e the endi ng bal ance per total sheath niles by
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dividing the sheath mles by -- or excuse ne,
di vi di ng conductor mniles by sheath mles; correct?

A Yes.

Q And coul d you accept, subject to check
that if you did that, you'd conme up with sonething
l'i ke 3087

A 308 what ?

Q 308 conductors per sheath used in this
cal cul ati on?

A. | see, okay. 1'Il accept that, yes.

Q Thank you. And would you expect that if,
on average, these cables have 308 conductors, they're
general |y serving consi derabl e nunbers of customners,
not four or five per mle?

A Sur e.

Q In your Exhibit 114-T, back to that again,
you di scuss, begi nning at page four and conti nui ng
over onto page five, the subject of the existing air
core cable, and on page five, you discuss what you
believe is the remaining life span; is that right?

A Yes.

Q Now, the statenment that you nmake that
Qnest's predecessor, US West, pursued aggressive air
core to filled cable replacenent programs since the

m d- 1970s because of problenms with the air core cable
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is based on a ten-year-old depreciation rate study;
correct?

A Well, it's based on my know edge and it's
verified by the study.

Q Didn't Qvest -- or didn't US West submit a
study to the Commission in 1997, in which it did not
refer to any such aggressive progranf

A Yes, and presumably, that was because they
had - -

MR. OVENS: Excuse ne.

THE WTNESS: -- acconplished its goal

MR. OWENS: Excuse ne. |'m going to object
to a presunption and to an answer that goes beyond ny
questi on.

JUDGE MACE: Let nme -- go ahead, M.
Tr aut man.

MR, TRAUTMAN: The witness answered yes or
no, and is typically able to explain his answer.

MR, ONENS: Well, he gave a presunption.

JUDGE MACE: | think I'd like to have the
Wi tness focus on answering the question as directly
as possible, and if there is additional information
t hat needs to be brought out, M. Trautmn, you'l
have a chance to redirect.

Q Do you have any direct evidence, M.
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Spi nks, that Qwest is today pursuing what you
characterize as an aggressive air core to filled
repl acement progran?

A No.

Q Now, you talk about the -- what you'd
consider the remaining life span of this particular
cable that runs fromthe Orak central office out to a
poi nt approxi mately seven mles fromthe Ti mm Ranch
is that right?

A. No. [I'mtalking about any air core cable
that Qwest has, including this cable. 1t's broader
than just this cable south of Onak.

Q So isn't it true, M. Spinks, that based on
data which establishes an average |ife span for a
particular kind of facility, it's inpossible to
predict the actual retirenent date of any specific
facility?

A That's correct.

MR, OWNENS: That concl udes ny
cross-exani nation. Thank you, Your Honor

JUDGE MACE: M. Harl ow

MR. HARLOW No questions, Your Honor.

MR, OWENS: | guess we would offer the
cross-exam nation Exhibits 116 and 117.

JUDGE MACE: Yes. |s there any objection
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to the adm ssion of proposed 116 and 117?

MR, TRAUTMAN:  No, Your Honor.

MS. ENDEJAN.  Your Honor, excuse ne. | had
failed to nove for the admi ssion of certain exhibits
that | had asked M. Spinks about.

JUDGE MACE: Yes, 601 to 6107

MS. ENDEJAN. Actually, | think at this
point the only ones | tal ked about and woul d nove for
adm ssion woul d be 601 through 605. W no | onger
wi sh to nove into evidence 606 through 610.

JUDGE MACE: Any objection to the adm ssion
of 601 to 6057?

MR. TRAUTMAN: No, Your Honor.

JUDGE MACE: And you're withdrawing 606 to
610. Thank you. And M. Harlow, you have no cross
of this w tness?

MR, HARLOW No, Your Honor.

JUDGE MACE: Do the Conmi ssioners have
guestions?

CHAl RMOVAN SHOWALTER:  Yes.

EXAMI NATI ON
BY CHAI RWOVAN SHOWALTER:
Q M. Spinks, if you could turn to page three

of your testinony, that is 111-T, page three --
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A Yes.

Q And |'m | ooking specifically at lines 18 to
20. Do you have any information on how many of those
t housands of |oops are in Verizon's or Qwest's
territory versus the rural conpanies?

A. Yes, yes. Verizon has a little over a
thousand -- I"'msorry, Qwmest has just over a thousand
and Verizon has 574, and the rest would be
i ndependents.

Q Okay. Focusing on Verizon, do you have any
informati on of those -- let's call them|ong | oops,
what proportion of the costs the conpany paid versus

the individual customer?

A. No, | don't have any information.

Q Then, turning to the next page, page four
of 111-T, well, first of all, how many lines are in
the Bridgeport -- excuse nme, the Brewster exchange?

A I think there's around a thousand.

Q Okay. So if there were roughly six
custoners with simlar costs to the Ti nm Ranch, would

that inply a doubling, approximtely, of the average

loop cost? AmI right on that? |I'mfocusing on your
lines ten to 14, where you say, well, if you | ook at
the Timm-- it appears that the costs of the Timm

Ranch woul d rai se the average | oop cost sonething
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1 li ke 18 percent; is that right?
2 A Well, | said ten to 20 percent, so it would

3 probably be $9.08 divided by the 66 -- by the 66.

4 Q Wuldn't it be the 57.8 -- $57?

5 A Let me see.

6 Q VWhen you say -- wouldn't you be adding $9

7 to 57 --

8 A. You're right, yes.

9 Q -- and that's not quite 207?

10 A Yes.

11 Q Al right. If that is the case, if you had

12 si x such custoners, would that raise the average | oop
13 cost six tines nine, added to 57, or is that how the

14 mat h wor ks?

15 A. Okay. | think I understand what you're

16 saying. |f you added six Timm Ranch type line

17 extensions, wouldn't you essentially double the cost

18 of the exchange?

19 Q That's my question. And |'m not saying

20 have the math right, because |I'mjust |ooking at this

21 in nmy head.

22 A Yes, that's the way --
23 Q Ckay.
24 A | believe that's right.
25 Q Okay.
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A. You woul d keep -- continue the cost -- as
long as the increnental cost is above the average
cost, that average is going to keep going up; that's
correct.

Q I"'mnot entirely sure it does go up by that
whole nultiple, but --

A No, no, | don't, either. That's right. It
woul d be | ess each tine.

Q Well, | don't knowif it would or wouldn't,
because |'m conparing it to the $57 starting point.

A Ri ght .

Q This is sonething we could calculate |ater
but 1 think my general question is to how significant
an increase in cost a single location can trigger
and | recognize it's not that exchange that's paying
for that extension. Quite the opposite. A nuch
broader group would be. But if we're sinmlarly
| ooki ng at the significance of the additional cost,
do you regard that 18 to 20 percent increase as a
significant increase in the average |loop cost? |If
you think of it as one or two or three custoners
i mpact on a thousand or, no, five -- let's see, what
did you tell me? A thousand, didn't you?

A Yes, about a thousand in that wire center.

Q Yeah, right.
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A | didn't think so, in the sense that | went
back to the case and was revi ewi ng what we had done,
and we had identified $33 million as the anpunt of
USF support Verizon was entitled to. To me, raising
that by 100,000 a year due to these, you have to
remenber there's other factors at play, input cost
change, and if we renodeled it, it mght only cone
out to 30 mllion again, you know. It's not the only
thing that's going on with the determination of
uni versal service costs. But in this case, we are
addi ng sone hi gh-cost custoners and that, just by
itself, is going to create this increase in the
aver age exchange cost.

But if we were to redo the universa
service case today, there's no telling where -- you
know, you could conme up with sonething |less or nore
that had nothing to do with these subscribers being
added.

Q So when you say it's not significant, are
you referring to the effect on Verizon as a whol e,
either in terms of what it would be entitled to if
you ran the numbers again or maybe what it doesn't
get if you don't run the nunbers again? |Is that what
you're -- is that the gist of the nonsignificance?

A Yes, it's nore in the whol e sense than the
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-- I"mnot weighing in in this case at all about
whet her or not these costs are too much for a line
extension purpose. | was rather -- my role in this
case has been nore to give the Comr ssion sone
assurance that the nunbers they're | ooking at are
fairly accurate, that they're going to cone in -- if
this job is done, that's what it's going to cost.

Q Al right. But you are an econom st?

A Yes.

Q And | believe you're the only econom st on
the Staff team is that correct?

A Yes.

MR. O/AENS: No

CHAIl RMOVAN SHOWALTER: No. On the Staff

t eant?
MR, OWNENS: | thought Dr. Duft was an
econom st .
Q Well, that's true, and he's not here, so we
can't ask him Well, | would Iike to ask you sone

guestions as an economi st.

A "Il try to.

Q Because it is getting to this issue of
si gni ficance, nonsignificance, reasonable,
unreasonabl e, which | think there are different ways

to circunscribe that judgnent, but they are judgnents
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when you tal k about sonething being significant or
unr easonabl e or reasonable. And |I'm wondering if you
agree conceptually with M. Danner, Dr. Danner
yesterday, that one can nmeasure conceptually the --
well, I want to say system benefit. | can't recal
the word he was using.

A The externality?

Q Well, | don't know. That wasn't the word,
either. W were comparing whether sonething is
econom c. That was the term whether it is economc,
and we distingui shed between cal cul ati ons done by a
particul ar conpany as to whether they would or
woul dn't have an incentive to enter into a
transaction on the one hand, and whether something is
economc in a system sense, neaning does it add
value. Do you recall that conversation yesterday?

A I"mhaving trouble. | was here for his
di scussion with you, but I"'mjust -- it's just
escaping ne, the train of econom c thought that you
were on with himwhen he discussed that.

Q Well, one of his points was that, from an
econonmi c point of view, that is, whether an extension
does or doesn't add value, that, as nore and nore
peopl e are already on a system the value of adding

anot her one m ght be sonething like five to $7 in
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1 absol ute dol |l ars?

2 A Okay, yes, and that was the externality

3 study that Dr. Perl had done --

4 Q Al'l right.

5 A -- when he said it added two to $7 of

6 externality. That was the value to us to have

7 sonmebody |ike the Nel sons on the network.

8 Q Ri ght, and then he distinguished that

9 measurenent from potentially some other val ues that
10 we have that mght not be reflected in the $7?

11 A Yes, and that's where | -- what | thought
12 about when | heard that discussion was -- and | think
13 what he says about the economics is all well and

14 good, but what about the value of a custoner being
15 able to make a 911 call from a phone, and what if

16 they don't have $20,000 to afford the phone with,

17 that there's these other -- there's externalities to
18 the custoner and the custoner's not in a position to
19 be able to denonstrate how valuable it is to them
20 because of econonic circumnstances.
21 Q Al right. And | think he actually
22 recogni zed that.
23 A Yeah, | think he touched on that, that
24 there are these policies --

25 Q That's not ny question. Thank you.
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A. Ckay.

Q He recogni zed that and said, yet stil
there m ght be -- there nmight be a few nultiples of
the hard measurenent to capture the non-dollar val ues
or the nore intangi ble values, but | would like to

focus on his $7, or the econom c nmeasurenments, not

the non -- not the nore subjective val ues.
First of all, would it be the case that if
a custoner already -- already could be contacted

through a cell phone, let's say it's working very
wel |, that that $7 would be reduced to near zero?

A I"mnot sure, because -- well, in the
context of Dr. Perl's analysis, he focused purely on
wire line, | believe.

Q Well, was he assumi ng that there was no way
to contact the person to whomthe next |ine was
goi ng?

A Yeah, and that | don't -- yes, | would have
t hought that would have been the way the anal ysis was
done. | did |look at the study, but | don't really
recall the nethodol ogy, so --

Q But would it be the case that if someone
were avail able by cell phone al ways perfectly, al
the tine, that there wouldn't be any additional val ue

to adding a wire line?
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A. That nakes sense. | agree, yes.

Q But then, to the extent that maybe that
comuni cation was | ess than perfect, there m ght be
some val ue building up fromzero up to $7 if it never
wor ked?

A. Ri ght .

Q Okay. Do you agree conceptually that, in
addition to the -- in addition to the nore measurable
benefits, like the five to $7, not that that's so
neasurabl e, by the way, but at least it's put in
dollar terns, the nore -- the measurements that can
be put in dollar terms, that at sone point we have to
try to incorporate or bal ance or add or subtract
those |l ess tangi bl e val ues?

That is, at sone point we're tal king about
dol l ar costs and dollar benefits and al so societa
costs and societal benefits and maybe some individua
costs and individual benefits that take a |ess
tangi bl e fornf

A Absolutely. [It's the kind of case,

t hi nk, where you wi sh there was -- econom cs could
gi ve you a single answer, you know, that you wanted a
one- handed econoni st, as Harry Truman once said, but
there are, | think, nultiple factors, and Dr. Danner

listed a nunber of them yesterday, that the
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Commi ssi on needs to consider in arriving at a
deci si on about the case. Cost is certainly a factor
but the intangi bles, the benefit to the network, the
policy matters of providing universal service goals
that we have, other considerations.

Q Then do you agree that there is some point
at which sonething is sinply too costly in rea
dollar terns relative to the benefit?

A Yes, a cost benefit analysis shows that al
the tine. The problemis is trying to weigh the
externalities and the intangibles that are involved
where a cost benefit analysis shows it's nore costly
than the identified benefits or the tangi ble benefits
that you can identify, but then you sonehow have to
wei gh the intangible benefits, like the ability to
call the 911 and the |like, and what val ue you put on
those, | think, is a function of your internal -- who
you are.

Q What about the -- well, what | think an
econonmi st would call opportunity costs. In other
wor ds, supposing that for the price of connecting one
person, with all the costs and benefits and
i ntangi bl es associated with it, you could connect ten
peopl e who woul d have, therefore, ten tines whatever

benefits those were. |s that an appropriate
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consi derati on when deci di ng whet her an anount for a
particular project is or isn't reasonable?

A I think it's relevant when there's a budget
constraint. And part of nmy testinony in this case is
that the budget -- Verizon's budget, which they
submt to us every year, in 2000, they budgeted 160
mllion for the state of Washington and actually
wound up spending 173. And that's because budgets
are your best estimate of what you're going to spend,
but you spend what you really need to spend to keep
your network operating.

Q But doesn't that beg the question of who's
payi ng Verizon's budget? In other words, isn't the
appropriate way to |l ook at this not what does the
conpany have or not, but what are the appropriate
costs to go into what the conpany ultimately
recovers? Because, of course, any reasonabl e cost
t hey shoul d have an opportunity to recover one way or
anot her, but --

A Yes.

Q -- we're tying to look at what's a
reasonabl e approach to |ine extensions that are at
the upper limt of typical ones, in determining is it
or isn't it reasonable not for the conpany to pay it,

but for the other ratepayers to pay it?
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A. Ri ght. From a non-econoni st, nore
practical standpoint, | think we realize that there
are a lot of costs in the rates the ratepayers pay
today that one could question, capacity costs. The

conpany installs capacity, and it w nds up not using

all of it. W still have to pay for it.
Q But don't we have proceedings to tal k about
fill rate and -- I'mgetting into the other

proceeding we're in, but isn't that what we generally
do here, is we fromtinme to tine review the

reasonabl eness of the types of costs for which the
conpany can recover, and the bottom question is not
what is the conmpany getting or not, but isn't the
bottom | ine question what's reasonable for the
conpany to spend on behalf of the other -- or what is
reasonabl e for the other ratepayers or access chain
payers to pay through the conpany?

A Well, in forward-|ooking costs in the
proceedi ngs we' ve been involved with in our cost
dockets, that's been a forward-|ooking cost. What |
was referring to was |ike a rate case, an old
fashi oned rate case where you | ook at the rate base
and you | ook at what the real -- what the actua
costs that were expended in the test year were, and

it was in that sense | was tal king about the fact
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that there are costs that we pay today that naybe
every ratepayer wouldn't agree with.

Q But some regul at or sonewhere determ ned
that it was an appropriate cost under the |law of that
state or federal governnent?

A. Yeah, they nmde a decision that -- what the
rate woul d be.

Q And so isn't that what we're doing in this
proceeding? W're trying to determ ne whether
Verizon should have a waiver, in part dependent on --
or maybe wholly dependent on whether in this case
this is a reasonable cost, not so nuch for the
conpany to incur as for other ratepayers to pay,
because that's whose revenue the conpany has?

A. Right. | don't -- | don't really think
it's egregious to recover the costs through the
term nating access, and |I'mnot the expert on this,
on how all of that works, but it seens to me that we
set up what |ooks to nme to be a reasonabl e cost
recovery nechanismfor the conmpany so that it's not
out - of - pocket for the costs it has to do for the line
ext ensi on.

Q Ri ght, and so -- but that's a good exanpl e,
is that if we provide a way for the conpany to

recover everything that we direct it to do, well
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then, it's not going to be any skin off the conpany's
back if it gets it. So that nerely begs the
guestion, once again, of whether in sonme nore

absol ute sense or general sense these are or aren't
reasonabl e.

But that's -- nmy sense about your testinony
is that you don't want to face that question. You
just want to | ook at how would they, wouldn't they
recover, which is relevant to know, but it doesn't
get to the issue of is this or isn't this a
reasonabl e expenditure in light of, you know, the
facts of this case, the distance, the history, the
cell phones, the people who have made applicati ons,
all of those facts and circunstances.

A. No, that's absolutely correct. M role in
this case was not to take on that. M. Shirley has
taken on the policy questions about the
reasonabl eness. My role was to sinply |ook at the
cost fromthe perspective of are they accurate.

Q So you are not -- even though Dr. Danner's
approach as an econom st went significantly broader
in scope than yours --

A. Absol utely, yes, and that's why Dr. Duft
and M. Shirley's testinony, | think, is -- was

i ntended to respond to M. Danner's. Mne was sinply
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1 to focus on the reasonabl eness of the cost estinmates
2 in the sense of giving the Conm ssion sone assurance
3 that that is even a cost, in fact, that will need to

4 be incurred if the |line extensions are built.

5 Q | have --
6 A So it's nore narrow than --
7 CHAl RWOVAN SHOWALTER:  Thank you. | have

8 no further questions.

9 COWM SSI ONER HEMSTAD:  No questi ons.

10 COW SSI ONER OSHI E:  No questi ons.

11 JUDGE MACE: M. Trautman, redirect?

12 MR, TRAUTMAN:  No, Your Honor

13 JUDGE MACE: | Dbelieve we've dealt with al

14 the exhibits for this witness. Thank you. You're
15 excused.

16 MR, OWNENS: Your Honor, | just had one
17 foll ow-up question on one of the Chairwoman's

18 questions, if | mght?

19 JUDGE MACE: Co ahead.

20 MR, OWENS: Thank you

21

22 RECROSS- EXAMI NATI ON

23 BY MR. OVENS:
24 Q M. Spinks, do you recall discussing with

25 t he Chai rwonman intangi bles, and | believe you said



0485

1 one of the intangi bles that needed to be wei ghed was
2 how valuable is it to the custoner to be able to make
3 a call to 911?

4 A Yes.

5 Q Ckay. Were you in the hearing room when

6 RCC s witness testified that all of their test 911

7 calls were conpl eted successfully?

8 A I wasn't. | wasn't, but | am aware of

9 t hat .

10 Q Okay. So at least to that extent, that
11 i ntangi bl e would seemto at | east be covered by the

12 avai |l abl e wirel ess service?

13 A VWhen it works.

14 Q Ckay. But you don't know when it works and
15 when it doesn't?

16 A Well, the reports |I'd heard, it depends on
17 the weather and the |ike.

18 MR. ONENS: Okay. Thank you.

19 MS. ENDEJAN. Your Honor, may | ask a

20 foll owup question --

21 JUDGE MACE: Co ahead.

22 MS. ENDEJAN. -- to sonething that

23 Chai rwoman Showal ter asked?

24

25 RECROSS- EXAMI NATI ON
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BY MS. ENDEJAN:
Q Because | just want to clarify, M. Spinks,
one thing. Now, Verizon -- the USF amount that

Verizon is, quote, entitled to get as a result of the

Docket UT-980331(a), is set, | believe, at 33
mllion. |Is that your testinony?

A Yes.

Q Now, that anopunt isn't going to change one

way or another as a result of this proceeding; isn't
that correct?
A That's correct.

MS. ENDEJAN. Thank you.

JUDGE MACE: M. Trautman?

MR, TRAUTMAN:  No.

JUDGE MACE: All right. Thank you. You're
excused.

THE WTNESS: |'m done?

JUDGE MACE: You're excused. W'll| take a
15-m nute break.

(Recess taken.)

JUDGE MACE: Let's be back on the record.
We're not quite ready to begin the cross-exani nation
of M. WIlliamson. | wanted to deal with a
prelimnary matter, and that is a bench request for

the Perl study. This has been nentioned by two
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W t nesses, and we've discussed it in
cross-exanination, but yet | don't believe it's been
mar ked as an exhibit.

MS. ENDEJAN. It has not, Your Honor. It
was provided to Staff in response to a data request,
and I'mnot certain if | have it with ne or -- | know
we sent it to you, Geg.

MR, TRAUTMAN: | don't know which one it

MS. ENDEJAN. So | nean, 1'd like to get it
today if we can, so that way, you can take care of
it. Could you check? 1'Il look through our data,
because | know you asked me --

MR. TRAUTMAN: | could check with our
par al egal .

JUDGE MACE: Either way, |'"'mnmaking it
Bench Request 801, and | would |ike to nake sure that
a copy is provided to the Bench.

M. WIIlianmson, do you want to stand and
rai se your right hand.

Wher eupon,

ROBERT T. W LLI AMSON,
havi ng been first duly sworn by Judge Mace, was
called as a witness herein and was exam ned and

testified as foll ows:
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JUDGE MACE: Pl ease be seated. We'll wait
for just a few nore nminutes for the other
Conmi ssi oners.

M. Trautman, |'ve already sworn in M.
Wl lianson. Are you ready to present hinf

MR. TRAUTMAN: | am

DI RECT EXAMI NATI ON
BY MR TRAUTMAN:

Q Good norning, M. WIIianson.

A Good nor ni ng.

Q Coul d you give your nane and busi ness
address for the record?

A Robert T. WIIlianmson, business address is
1300 South Evergreen Park Drive, S.W, Oynpia,

Washi ngton, 98504.

Q What is your position with the Comm ssion?

A Utility engineer.

Q And for this case, have you filed what has
been marked as Exhibit 160-T -- | believe it's the
substitute for 160-T?

A Yes.

Q And that is your testinony of Septenber
20t h, 2002, and as well as Exhibit 1617

A Yes.
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Q And does Exhibit Substitute 160-T refl ect
changes from your prior testinony?

A Yes, it does.

Q And woul d you pl ease point out those
changes?

A. Page two, there are changes on lines two

t hrough seven. Do you want nme to go through them

exactly?

Q If you' d please read them yes.

A On line two, |'ve added the word "not"
following, "M. Hartzog is." Between "is" and
"correct," |'ve added "not." On line three,
followi ng "analog and," |'ve added "the newer
ADSL- based.”™ On line four, | added a period

following "cable sheath,” and a new sentence reading,
"According to the manufacturer of the GoDigital Xce
12, it is the condition of the ol der deteriorating
cable plant that is the determ ning factor for
whet her or not the Xcel system and ol der anal og
carrier systens can exist in the sane cabl e binder,"
period. | crossed out "but," started a new sentence
with "In any case."

Q Are there any ot her changes you need to
make to this testinmony?

A No.
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JUDGE MACE: For the reporter, the words
GoDigital, it's all one word with a G capitalized and
the D capitalized, and Xcel is X-c-e-|.

Q If I were to ask the questions contained in
your testinmony, would your answers be the same?
A. Yes, they woul d be.
MR, TRAUTMAN: At this point, |I would nove

for adm ssion of Exhibits 160-T and 161

JUDGE MACE: | have extra copies.
CHAI RMOMAN SHOWALTER: | think | have it
here. | got it.

JUDGE MACE: Does everybody el se have it?
I"ll -- is there any objection to the proposed
exhi bits, 160-T through 1617

MR. HARLOW  None.

JUDGE MACE: |I'Il adnmit those exhibits.
Ms. Endej an.

M5. ENDEJAN: No obj ection.

JUDGE MACE: Do you want to cross?

MR. TRAUTMAN: M. W/ lianmson is available
for cross.

JUDGE MACE: Thank you. Ms. Endejan, do
you have cross for this witness?

MS. ENDEJAN. | do not.

JUDGE MACE: M. Owens.



0491

1 MR, OWENS: Thank you, Your Honor
2
3 CROSS- EXAMI NATI ON

4 BY MR. OVENS:

5 Q Good norning, M. WIIians.
6 A. Good nor ni ng.
7 Q Dougl as Owens, for Qwmest. Just a few

8 guestions. On Exhibit 162, page two, you describe

9 your professional background, and --

10 JUDGE MACE: Exhibit 162, page two?
11 MR OWENS: I|'msorry, 161, page two.
12 Q And focusing on your work for Pacific

13 Nort hwest Bell and US West beginning in 1965 and

14 ending in 1995, what did you do as a network design
15 engi neer ?

16 A As a network design engineer, it was a

17 central office network design engineer. | did

18 capacity engineering for the planning of centra

19 of fices and worked with the outside plant forces for
20 the design and then further installation of

21 integrated digital |oop carriers, as well as

22 installation of |SDN

23 Q And as a nmi ntenance engi neer, what did you
24 do?

25 A | fixed the things that | engineered in ny
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ot her job, which is always the nore difficult. | was
responsi ble for five ESS central offices in Oregon
and Washi ngt on.

JUDGE MACE: Five what?

THE WTNESS: Five ESS. |'msorry.

JUDGE MACE: What is ESS?

THE W TNESS: Electronic switching system

JUDGE MACE: Thank you.

THE W TNESS: Agai n, for hardware problens,
hopefully that | didn't engineer, but for hardware
probl ems, and to work with other forces to resolve
i ssues, which included the outside plant forces,
again, for integrated digital |oop carriers and | SDN

Q And as a nmi ntenance quality assurance
engi neeri ng manager, what did you do?

A Similar to the last title. | think it's
nore of a title change that US West changed it to.

Q And as service assurance manager, was there
any difference in responsibilities there?

A As service assurance nmanager, | changed,
actually, the type of equipnment that | -- that |
worked with, and | worked with the Boeing and
M crosoft teans on SONET support.

Q SONET, S-O N-E-T?

A Sorry, and it's not a poem Yes, all
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1 capitals.

2 Q Standi ng for synchronous optical network?

3 A Net wor k, yes, sir.

4 Q So that was basically a fiber-based systenf
5 A Yes, sir

6 Q As central office project manager, what did
7 you do?

8 A As a central office project manager, | was

9 the manager in charge of the installation and

10 subsequent cutovers, again, of five ESS switches.

11 Q And an ESS switch is a digital switch; is
12 that correct?

13 A It's a digital switch supplied by Lucent.
14 Q And as a network operations center manager
15 what did you do?

16 A I was the manager in charge of a nunber of
17 t echni ci ans who nmi nt ai ned those sane types of

18 switches, and dealt with different forces at US West
19 to help maintain that, including the outside forces,
20 the engi neering forces and the technicians that

21 mai nt ai ned the switches.

22 Q And t hen, when you noved to TCGin April of
23 '95, as switch application engineering manager, what
24 were your responsibilities?

25 A I was second-tier support for the TCG
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forces in Seattle to interface with the engi neering
forces for TCG in Denver and to provide support to
their regulatory people for TCGto work on the first
i nterconnecti on agreenents between US West and TCG
and GTE and TCG. | was the technical support for
that effort.

Q So that job didn't involve engineering
out si de pl ant?

A No, it did not.

Q And then, in March of '97, you becane
utility engineer for this Comr ssion, and what are
your -- what were your responsibilities then?

A To deal with, technically, with any
engi neering i ssues that cone to the Conmm ssion

Q And then, in Cctober of 1997, you noved to
AT&T Hawaii Information Transfer System as test
manager. What did you do there?

A The contract was a defense depart nent
contract, and | was a contractor for AT&T. And on a
def ense contract, the governnent has a very |arge
contract, very detailed, thousands of pages of
details, and it was ny job to wite test plans for
the central office, outside plant, and other
facilities, AT&T people and their contractors, to

prove to the governnent that we net all their
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contract responsibilities.

Q And in that job, did you do any outside
pl ant engi neeri ng?

A No, but | interfaced with the outside plant
engi neeri ng peopl e.

Q Then, in April of 2000, you noved to C-7.
Is that a conpany?

A No, C-7 is the European SS7 standard. The
conpany is NeuStar, N-e-u-S-t-a-r

Q Oh, NeuStar, | see. And so signaling
system seven is the nethod by which the switches in
t he network conmuni cate with one another to set up
and take down calls; is that correct?

A Yes, sir.

Q And so in that job, did you engi neer any
outsi de plant?

A. | did not.

Q And then, in February 2001, also for
NeuSt ar, you becane new busi ness technical director
-- excuse me, new busi ness technical devel opnent
director for IT services; is that right?

A That's true.

Q And what were your duties there?
A Didn't involve outside plant.
Q

That's fine. That's all | need. So would
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1 it be fair to say that you don't have any actual

2 practical experience with the GoDigital Xcel 12

3 system yoursel f?

4 A I'd say that would be true.

5 Q And do you know whet her or not the

6 manuf acturer of the GoDigital Xcel 12 system has

7 performed any tests on Qmest's existing cable

8 facility fromthe Omk central office to a point

9 about seven mles fromthe Nelson residence?

10 A. I don't have that knowl edge, but | assune
11 t hey have not.

12 Q And it's true, isn't it, that entropy says
13 that anything starts deteriorating pretty much as
14 soon as it's put into use?

15 A. I''m an exanple of that.

16 Q Aren't we all. And would | be correct in
17 assum ng that you didn't performany tests on Quwest's

18 cable fromthe Omk central office to near the Timm

19 Ranch?
20 A You woul d be correct.
21 Q And woul d you al so agree that, as a matter

22 of engi neering, whether or not a particular cable is
23 so deteriorated that the, according to the testinony
24 you filed here, the GoDigital systemcould or could

25 not coexist with an anal og system on that sane cable
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as sonething that could be tested?

A I'"'msorry. Repeat that again.

Q Wul d you agree that whether or not the
GoDi gital system could or could not coexist on a
particul ar cable could be tested?

A. Yes, | would agree.

Q In your work, either for any of your
private enpl oyers or the Comm ssion, have you ever
heard of the concept of spectrum nmanagenent ?

A Yes, | have.

Q And woul d you tell the Conm ssion what that
is, please?

A Spectrum managenent is -- | have to think
of the right words -- the managenent of frequencies
within a cable or sone transm ssion nediumto nanage
so they don't interfere with each other. | nean,
it's a sinplified version, but --

Q And that's so that different conmunication
nodalities on the sane cable can both operate
si mul taneously; would that be correct?

A Yes.

Q Okay. And so it's acknow edged in the
i ndustry that certain types of communication
nodal iti es have the capability of interfering with

one another if they're on the sane cable; is that
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correct?

A Yes, sir.

Q And woul d you agree that there are industry
st andard-setti ng bodi es whose function it is to study
thi s phenomenon and set technical standards to avoid
or minimze that kind of interference?

A Yes, | would agree.

Q Are you aware of a technical standard for
t hat purpose designated T1.417?

A. I"'mfamliar with it in general.

Q And isn't it true that that standard was
established by an industry standard-setting body?

A Yes.

Q Do you know whi ch one?

A | believe that was the Bellcore standard.

Q Wul d you agree with ne that that standard
acknow edges that analog carrier is a known disturber
of DSL technology if put on the same cabl e?

A Wthout that to reference, no, | couldn't.
| couldn't say that.

Q In preparing your testinony that M.
Hartzog was not correct that the new ADSL-based
digital subscriber carrier systens cannot exist in
the sane cabl e sheath, did you not think it

appropriate to consult the standard that | just
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ment i oned?

A G ven the time, it mght have been
appropriate. The information that | received was
| ate the day before yesterday and yesterday, through
a nunber of telephone calls with the manufacturer

Q Well, the testinobny that Qnest filed was
filed on Decenmber 20th, was it not?

A Yes, it was.

Q So is there sone reason why it's taken a
nonth for you to cone up with the answer without
exam ning the standard that | nentioned?

A Only that | had not thought to question the
testimony of -- that particular part of the testinony
until the |ast coupl e days.

Q Well, let nme ask you if you can accept,
subj ect to check, that what | recited to you or
described to you is contained in that standard?

A I could accept, subject to check. |'m not
sure that it's as sinple as you've stated. There may
be extenuating circumstances, but subject to check, |
woul d accept that.

Q Do you know whether or not the Federa
Communi cati ons Conmm ssion has al so acknow edged t hat
anal og carrier is a known disturber of DSL

t echnol ogy?
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A | don't know that.

Q Can you accept, subject to check, that the
FCC s 706 order recognized that AM, T1, or anal og
carrier is a known disturber of DSL technol ogy?

A. I can accept that.

Q And could you further accept, subject to
check, that paragraph 214 of the FCC s |ine sharing
order states that the only technol ogy known to be a

consi stent disturber of DSL is analog T1?

A | don't know that, but --
Q Well, 1I'"masking you to --
A | can accept that, subject to check

Again, you're giving ne a broad range, and |I'm not
sure if it says in the same binder, in a poor cable,
in a good cable, so subject to check, | don't know
t he circunstances.

Q Well, M. Spinks testifies that the air
core cables involved here were placed at |east 20
years ago. And so would you agree that all of them

are in sone stage of passing through their usefu

lives?
A Yes, | woul d.
Q And woul d you agree that it's possible for

a cable that's 20 years old to perform acceptably for

anal og carrier systens?
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A. Anal og carrier systens are very tol erant of
outsi de plant problens.

Q And woul d you agree that CMB is an anal og
system that operates as an anal og Tl technol ogy
syst enf?

A. Yes, | would accept that.

Q So would it be fair to say that when you
said M. Hartzog is not correct that analog and the
newer ADSL-based digital subscriber carrier systens
cannot exist in the sanme cable sheath, you would have
to acknowl edge that he may be correct as to any
particul ar cable sheath; is that true?

A I neant that he may be incorrect that the
two carrier systens could exist in a newer cable. It
woul d depend on the ol der cable and its condition as
to whether that was true or not.

Q And M. Hubbard testified that Qwmest had
actual field experience that it was unable to nake
this system function and had attenpted to get the
GoDi gi tal manufacturer to cone out and sonmehow nake
the system operate the way that you indicate the
manuf acturer says it will. Do you recall that
testi nony?

A | recall that. He didn't give us any

specifics as to the cable or the newness or ol dness,
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the condition of the cable that they tried their test
in.

Q But you don't have any evidence that what
he recounted as Qwnest's actual field experience isn't
correct?

A No, | do not.

MR, ONENS: Thank you. That's all | have.

JUDGE MACE: M. Harlow, do you have
cross-exam nation of this w tness?

MR. HARLOW No, Your Honor.

JUDGE MACE: Do the Conmi ssioners have

guestions?

EXAMI NATI ON

BY CHAl RWOMVAN SHOWALTER

Q Well, I want to pick up fromthe | ast
di scussion. Is it your testinony that, as to this
particul ar cable involved, you don't know whether it
is or isn't too deteriorated to accomodate the
GoDigital --

A The GoDigital ?

Q -- technol ogy conpatibly?

A. My testinony is that if new cable were
reinforced along the older, as M. Hubbard has

testified, that there could be sone benefit to
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exi sting custoners by noving themto the new cable.
Movenment to the new cable, if the GoDigital system
and the ol der CMBs were conpatible on the new cabl e
woul d be nuch easier for Qwmest to do

| didn't testify that the manufacturer ever
told me that, on an older cable, there weren't
problenms with analog carrier and their system working
together. So ny testinmony isn't that they should try
and make the two work together on the old cable; it's
to take advantage of the newif it's reinforced.

Q And all right. |'mpretty sure |'m m ssing
sonme technical parts of the picture. |Is it your
testinony that if the GoDigital technol ogy can be
used, then that reinforcement will inure to the

benefit of others, but you're not conmenting on the

if part?

A I"mnot sure | understood what you said.

Q Well, all right. Wat |I -- let's -- if you
| ook at your testinony on page one, lines 16 and 17,

you say, Any existing custoners that were noved to
the new cable and digital subscriber systems would
see inmproved service. So first of all, is that stil
your testinony?

A Yes, it is.

Q But there's a condition in those |ines.
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It's any existing customers that were noved,

i ndi cating they m ght be noved, they might not be
nmoved. So you're saying if they are noved, they'l
see a benefit?

A That's true. And | believe it was in M.
Hubbard's testinony that if they reinforced with the
new cabl e, there would be no novenent of existing
customers to the new cable. It would only be for the
extension to the Timm Ranch. And all | was
testifying to is there is possible benefit to
exi sting custoners along the route. |If they are
noved, if, being an engi neering decision by Qunest, if
they are nmoved to take advantage of the new cable
that is laid next to the old.

Q Al right. Actually, | think we've got two
i fs going on now.

A Yes, there are.

Q Because one of the ifs is if there is this

new t echnol ogy, woul d the new custonmers be noved.

That's the if you were tal king about, | believe.
A Well, it's Qnest's testinony that they will
install if they do this work. They will install a

GoDigital carrier systemas part of the extension to
t he Ti nm Ranch.

Q Okay. Then the if that |'mthinking about
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is the one that has to do with whether it is
technically feasible to conbi ne these two

technol ogies in an old cable, whose condition on that
specific cable we don't know. |Is that -- does that
af fect your testinony or the context of your

testi mony?

A | don't believe it affects ny testinony. |
woul d agree that on older air core cable, which there
is alot of left in the state of Washington, in ny
background with trying to make | SDN work and al so
ADSL, the 2B1Q line coding that makes that work, it
is not nearly as tolerant of outside plant problens
of cable issues than the older is. To try and make
it work on the old cable would be problenmatic, but if
new cable is laid next to the old cable, there could
be benefits to existing custonmers to renove them from
the old cable and put them on the new.

Q Okay. Assuming all of that happens and the
new custoners are noved to the new cable, you say
they woul d see inproved service; correct?

A Yes, ma'am

Q Do you have any sense of the
proportionality of the inprovenent they woul d see
relative to the cost of putting in the new

t echnol ogy?
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A. I can tell you the inprovenents, and we'l
deal with it afterward. On the new digital system
there's a vast inprovenent, particularly for people
who want to do dial-up nodem service to the Internet.
On the ol d anal og system and particularly with ol der
cable, you may not even be able to get to the
Internet. |If you do, it would be very slow. In the
new GoDi gital system you should be able to reach
your nodem speed. If you have a 56-kilobit npdem
you'll come very close to that, instead of 28.8 or
some subset. So that would be an inprovenent. Al so,
customers shoul d have a better transmission, |ess
noi se, a clearer response.

Q Al right. So if Qwvest were to put in the
new cable, and is that -- is new cable the right
ternf?

A. Yes.

Q Okay. If Qenest were to put in the new
cabl e and nobve custoners over to it so that they see
this inprovenent, how many custoners would be
af fect ed?

A It's a difficult question for me to answer.
Inall truth, I would have to sit with the Qmest
engi neers and pl anners and designers to be able to

say exactly how many could, in the future, nove.
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1 woul d assunme at sone point in the future, and | have
2 no idea what that time frane is, other than based on
3 what M. Spinks has testified to, that it would be

4 very possible that all custoners along that route

5 woul d at sonme time be noved to that cable as the old
6 cabl e deteriorates and dies.

7 Q Is there a cost involved in transferring

8 exi sting custoners to a new cabl e?

9 A Yes, ma'am It would require some way to
10 cross-connect between the two cables to reach the

11 ot her custoners.

12 Q Are there any estinmates of those costs in

13 this record?

14 A. I believe Qvest has sone estimates of those
15 in testinony.
16 Q And you don't contest those particul ar

17 costs?

18 A I don't contest them What my engi neering
19 background, having worked with outside plant

20 engi neers and organi zati ons, not being an outside

21 pl ant engi neer nyself, but having worked closely with
22 them it would be hard for ne to understand if a new
23 cable with a larger capacity was laid next to an

24 ol der deteriorating cable, that at some point those

25 engi neers woul dn't take advantage of that to inprove
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the service. \Whether there was an extension at the
end of it or not, at sonme point to save thenselves
mai nt enance costs, if nothing else, they woul d want
to make it possible to serve those custoners, and
there is an added cost to do that.

Q And again, if -- do you know how nany
exi sting customers there are who could ultimtely
t ake advantage of this new cable if they were all
transferred?

A. In Quest's testinony, they have said there
are somewhere close to 75 custoners at different
portions along the route or wide off of that route, |
believe. | believe it's in M. Hubbard's testinony.

JUDGE MACE: Can | just interject there,
because my recollection of M. Hubbard's testinony
about that was that there was a correction.

MR. OVNENS: That's right.

JUDGE MACE: It was |ined out where he said

75.

THE WTNESS: Ch, |I'msorry.

JUDGE MACE: And the correction was nmade to
23 existing custoners. And | just want to make sure

the record's clear --
THE WTNESS: Well, that makes it a little

easi er. | don't have to count the other 50-sonme. So
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1 if he said 23, | believe that, subject to check
2 that's true. So there would be a possibility, at
3 some time in the future, that 23 custoners could get
4 better service. It may be that not all of them would
5 do that and | believe they probably all wouldn't at
6 the sane tinme.

7 CHAl RWOVAN SHOWALTER:  Thank you. | have

8 no further questions.

9 JUDGE MACE: Comm ssioner GOshie.
10
11 EXAMI NATI ON

12 BY COWM SSI ONER OSHI E:

13 Q M. WIIlianmson, what's the value, if you
14 will, if you can -- and perhaps it's the value in
15 econonmic terms and dollar terns -- to the existing

16 cable? And | guess ny question really is, if it has
17 val ue, what value is lost if the existing cable's

18 replaced with the new digital cable?

19 A. Of course, asking an engi neer an econonic
20 question is difficult, but if it were true at sone
21 point in the future, whatever that tinme is, that no
22 customers remained on the old cable, then all of its
23 value is lost at that time. | believe it would have,
24 if it's far enough out past a 30-year period,

25 probably have recouped its econom c value through its
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economc life.

Q Is retirement of a system based upon its
useful life or are there other factors that the
conpany may consi der before retiring an existing
systen? Well, let's use the termcable. Mybe
that's easier to --

A If | understand your question correctly,
there are other issues that the conmpany would want to
thi nk about before it retires an existing cable.
Sone of them are econom c, sone nay be
mai nt enance-rel ated, which are related to econonic
probl ems, and sonme nay be politically, if the cable
is creating enough trouble reports that they want to
change it to resolve that issue.

Q Do you know i f any of those factors are
present with the cable that's been at issue this
nor ni ng?

A We did check. [I'mnot aware, as close as
we could get, that the trouble report rate for the
particul ar area's higher than any of the other rural
areas. So |'mnot aware of other issues other than
economi c.

Q M. WIIlianson, by area, do you nean the
exchange or do you nean --

A The exchange. |'m sorry.
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1 Q Ckay. So that your testinony doesn't --
2 you're not stating, in effect, that that cable has a

3 hi gher nunber of trouble reports than others?

4 A I have no way to gauge that at the moment.
5 | don't know that.

6 COW SSI ONER OSHI E:  Okay. Thank you.

7 JUDGE MACE: Any other questions before we

8 go to redirect? Go ahead.
9 MR. OAENS: | have a foll owup question to
10 I think one of the Chairwonman's questions, and

11 per haps Conmm ssioner GCshie's question, Your Honor

12 JUDGE MACE: Go ahead.
13
14 RECROSS- EXAMI NATI ON

15 BY MR OWENS:

16 Q I'd like to see if we can clarify sonething
17 that 1'mnot sure is clear. Wen you tal k about

18 novi ng exi sting custoners to the new cable, am!|

19 correct in assumng that you are not contenplating

20 that Qwest woul d connect the existing anal og system
21 in the central office to one of the pairs in that

22 cabl e and connect the custonmer's existing anal og

23 channel units to the new cable; am | correct in that?
24 A I'massunming that at sone point in the

25 future Quwest may choose to nobve existing custoners on
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anal og carrier onto the new cabl e.

Q But using the anal og system on the new
cabl e?
A Yes.

Q And what's the basis for that?

A. Only that it nakes it easier, because of
Qnest's earlier testinony of the cost of putting
exi sting custonmers onto new digital systemincludes
the cost of digital equipment in the field. If Qnest
wanted to not have to spend that extra cost, they
could reuse existing analog carrier on the new cable.

Q And that, then, in turn depends on the sane
issue with regard to possible interference in that
cable of the analog with the digital systemthat we
di scussed earlier?

A That's true. And that is what the
manuf acturer of the CGoDigital systems says is not an
i ssue.

Q Was it your testinobny that existing
custoners who were migrated on the anal og systemto
the new cabl e woul d experience any perceptible
i mprovenment in their service?

A. If any, it would be slight, other than
being the start of their transition to sone newer

service in the future. Let me -- if | might,
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believe there'd be very little benefit to noving
exi sting custonmers on existing analog carrier onto
the new cable, other than the transition costs for
Qnest. |If there was any inprovenent in service for
the customer, it would be small at that tine.

Q What transition costs for Qunest do you
bel i eve woul d be inproved by doi ng what you j ust
sai d?

A In the past, |'ve seen tel ephone conpanies
begin to transition custoners under ol der service
with a long-range plan of inproving that in the
future. That's what the outside plant planners and
desi gners and engi neers do for a long-term plan, not
maybe a one year plan, but a long-termplan. So the
plan may be to nove existing custoners on an anal og
service to the new cable in one year so that they can
transition to a new service at a nore appropriate
time at some future date.

Q But this hypothetical plan is apparently
your idea. You're not saying that you're aware that
Qwest has any such plan for this area of Okanogan
County, are you?

A. I have not sat with the planners, engineers
or -- in history, it has been done. \Whether they

plan on doing it here, | don't know. This cable
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1 doesn't even exist in the ground at this tine.

2 Q And when you referred to M. Hubbard's

3 testinmony as initially being 50 to 75, and then as
4 anended to 23 customers, were you aware of his

5 testinony, 69-T, in which he describes the fact that
6 of the 23, only ten existing custoners actually

7 reside along the portion of the existing cable route
8 that woul d be paralleled by the new cabl e?

9 A Actually, | do remenber reading that.

10 MR, OWNENS: Thank you. That's all | have.
11 Thank you, Your Honor

12 JUDGE MACE: Anything else fromthe

13 Conmi ssi on?

14

15 EXAMI NATI ON

16 BY CHAI RAMOMAN SHOWALTER

17 Q | hesitate, but, yeah, | amleft alittle
18 bit confused. | think I thought that whatever new
19 custoners, whatever existing custoners were put on
20 the new cable, they would see inproved service in the
21 form of high-speed comuni cations. That's what |
22 t hought your answer to nme was, but then | heard
23 anot her exchange that they would not see a
24 perceptible difference. Can you just clarify --

25 A Yes.
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Q -- those two statenents?
A Any custoner nmoved onto the new cable, onto

a new GoDigital or similar system would see inproved

servi ce.

Q I n what way?

A. Hi gh- speed nodem access and better service,
in general. |If there was a transition to at sone

poi nt move existing custonmers on their old anal og
carrier systems as a plan to inprove their service at
a future date to nmove themonto a digital service,
they wouldn't see it at that interimstep, but when
they were noved onto a GoDigital system they would
see inmproved service.

Q Where does this interimstep conme into
pl ay?

A | have no idea whether Qmest plans on doing
that at any tine in the future, whether they would
nove all customers to a new system

CHAl RMOVAN SHOMWALTER: Okay. Thank you.

JUDGE MACE: M. Trautman.

MR. TRAUTMAN: | have no redirect.

JUDGE MACE: (Qwest had nmarked 162.

MR. OAENS: Yes, Your Honor. | would Iike
to offer that at this tinme.

JUDGE MACE: |Is there any objection to the
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adm ssi on of proposed 162?

MR, TRAUTMAN:  No, Your Honor.

JUDGE MACE: |'Il adnmit that. Thank you,
M. WIliamson. You' re excused. |Is Staff ready to
present its next w tness?

MR, TRAUTMAN: We are.
Wher eupon,

ROBERT SHI RLEY,

havi ng been first duly sworn by Judge Mace, was
called as a witness herein and was exam ned and
testified as foll ows.

JUDGE MACE: Pl ease be seated.

CHAl RWOMAN SHOWALTER: Can we take a
two- m nut e pause?

JUDGE MACE: We're going to take a brief,
coupl e-nmi nute pause here.

(Recess taken.)

JUDGE MACE: M. Trautman.

MR, TRAUTMAN: Thank you.

DI RECT EXAMI NATI ON
BY MR TRAUTMAN:
Q Good norning, M. Shirley.
A Good nor ni ng.

Q Coul d you pl ease give your nanme and
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1 busi ness address for the record?

2 A Yes, nmy nane is Robert B. Shirl ey,

3 S-h-i-r-l-e-y. M business address is 1300 South

4 Evergreen Park Drive, S.W, O ynpia, Washington

5 98504.

6 Q And what is your position with the

7 Commi ssi on?

8 A " m enpl oyed with the Conmi ssion as a

9 t el econmuni cati ons policy anal yst.

10 Q For this case today, have you filed what
11 has been marked as Exhibit 131-T, your April 17th
12 testimony; Exhibit 134-T, your June 20th, 2002

13 testimony; 137-T, your Septenber 20th, 2002 reply
14 testinony; Exhibit 139-T, which is your Decenber

15 27th, 2002 reply testinony; Exhibit 140-T, which is
16 your Septenber 13th, 2002 supplenental testinony; as
17 well as exhibits marked 132, 133, 135, 136 and 1387
18 A Yes, | did subnmit those.

19 Q Were those exhibits prepared by you or

20 under your supervision?

21 A Yes, they were.

22 Q Do you have any changes you need to nake to
23 any of thenf

24 A None that |'m aware of.

25 Q If | were to ask you the questions
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1 contained in your testinony, would your answers be

2 the sane?

3 A Yes.

4 MR. TRAUTMAN: And | would now nove for

5 adm ssion of Exhibits 131-T through 140-T.

6 JUDGE MACE: |s there any objection to the
7 admi ssion of those exhibits?

8 MR. OAENS: No, Your Honor.

9 JUDGE MACE: Hearing no objection, 1"l

10 admit those exhibits.

11 MR, TRAUTMAN: M. Shirley is available for

12 Ccross-exam nati on.

13 JUDGE MACE: Ms. Endej an.

14 MS. ENDEJAN:. Thank you, Your Honor.
15

16 CROSS- EXAMI NATI ON

17 BY MS. ENDEJAN:

18 Q Good norning, M. Shirley.
19 A. Good nor ni ng.
20 Q M. Shirley, let's sort of start fromthe

21 begi nni ng.

22 A Okay.

23 Q From Exhi bit Nunber 131, which is your
24 April 17th testinony.

25 A Yes.



0519

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Ckay. But in order to answer sone
guestions |I'mgoing to put to you, could you turn to
what has been marked as Exhibit 559, which is a

response to a Verizon data request, Data Request

Nunmber 20?
A 5597
Q It's Exhibit 529.

JUDGE MACE: |s it 529 or 559?
M5. ENDEJAN: Excuse ne, 559.
JUDGE MACE: 559. And hold on for just a
monment till we -- go ahead.
Q Okay. Have you located it?
A I'mnot sure that | have a 559.
Q Do you have your response to Verizon Data
Request Nunber 207
A Oh, | may have been | ooking at the wong --
I"'msorry. | probably do have it. 558 has many
attachnments. 559, yes, looking at it.
Q Okay. And 550 -- you have that in front of
you?
A Yes.
Q And 559 has attached to it the -- let's say
the old GIE |ine extension tariff, does it not?
A Yes.

Q Okay. Now, when you -- or strike that.
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You' ve reviewed the testinony of Kay Ruosch in this
case, have you not?

A Yes, | have.

Q And you' ve read the exhibits to her
testi nony, including the testinony of David
Ri chardson, which was Exhibit 10. Do you recal
doi ng that?

A Yes. It's across the room but | recal
| ooking at it.

Q Okay.

A Per haps soneone can bring ne that

three-ring binder.

Q Well, that's okay. | don't think that's
necessary. |'mnot going to ask you about the
specifics of M. Richardson's testinony. | just

wanted to establish that you, in fact, have revi ewed

it and you know about it?

A Yes.

Q Okay.

A In the white three-ring binder

Q Okay. Now, having all of that in nmind

goi ng back to Exhibit Nunmber 131, starting on pages
two and goi ng through actually page three, you
general ly discuss the policy of the state of

Washi ngton with respect to universal service?
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A Yes.

Q Okay. Now you're not suggesting in your
testimony in 131 that the Comm ssion's actions
starting in the md-'90s and continuing up until the
late -- starting in the md-'80s and continuing
through the late '90s violated the state's universa
service policy that you say dates from 1911, and
conti nued through the 1985 regulatory flexibility

act, are you?

A No.
Q Okay.
A I would add that | think the concepts of

what is universal service and what does it mean to
preserve and advance it have al ways been matters of
di scussion and that people's views of what it neans
at a given tinme have changed and that perhaps even
the Comnmi ssion arguably has -- for exanple, 980311(T)
made changes in how it woul d be effectuated.

Q Okay. So the definition of sort of what is
a reasonable line extension tariff may change over

time; is that what you've just said?

A I think so.
Q Ckay. Now, in your testinony at page siXx
of T-131 --

CHAI RWOVAN SHOWALTER: Page si x?
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Q Page six, directing your attention to |lines
23 through 25. And on lines 23 and 24, you suggest
that Verizon ignored its own tariffs, tariffs which
were not designed to recover costs, but to discourage
custoners from seeki ng extensions. Do you see that?

A | see those words, or words simlar to
t hat .

Q Okay. And are you -- when you made that or
wrote that testinmony, were you thinking about the
then existing tariff, which is attached to your
response to Verizon Data Request Nunmber 20, which is
Exhi bit 5597

A | believe so. | was thinking about the
tariff that was in effect in 1998, '99.

Q Okay. Wwell --

A Then | went back and attenpted to find
t hose.

Q Right. Well, if you |look at the data
request response, it's tied specifically to the
testinmony |I'm asking you about, and you attached the
tariff that we're tal ki ng about.

A Yes, this is the one that changed from --
in December 10th, 1999.

Q Okay. Now, you've read this tariff?

A | have certainly |ooked at it.
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1 Q Can you point to ne anywhere in the

2 | anguage of this tariff where the conpany is

3 del i berately di scouragi ng custormers from seeking |ine
4 ext ensi ons?

5 A. No, not in the tariff, but I can point to

6 testinmony of that effect in Kay Ruosch's testinony,

7 but that's maybe for another nonent.

8 Q Well, you heard Ms. Ruosch's testinobny when
9 she was here on Wednesday, did you not?

10 A Yes, | did.

11 Q And she, in fact, testified that the

12 conmpany never intentionally discouraged custoners

13 from seeking line extensions. Do you recall that?

14 A | believe she said that.

15 Q Thank you.

16 A Excuse ne. This is ny first tinme on the

17 stand. | have nore to say about what she said, but |
18 don't want to -- | don't know --

19 JUDGE MACE: Right. One of the things it's

20 hel pful to renenber is at this point you're under
21 cross-exani nati on, and counsel can ask you -- will
22 ask you questions to which you should respond

23 directly, and your counsel will have an opportunity
24 to --

25 THE WTNESS: M. Trautman will ask ne
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about that. Thank you.
MS. ENDEJAN. Thank you, Your Honor

Q Okay. Getting back to your allegation that
the tariffs were not designed to recover their costs,
which is at line 24 of page siX.

A MM hnrm

Q Now, were you aware that the tariff at
i ssue, which goes back to the 1980s, was, in fact, at
that time intended to cover the costs, at |east
according to Staff's testinony, M. Richardson, which
is Exhibit 10?

A The attached tariff is December 10th, 1999,
but I do -- | did ook at M. Richardson's testinony
and understand that the change in approximtely 1984,
"85, from $209 per tenth to 440 was, | believe,
ultimately a Conmi ssion deci sion.

Q Ri ght .

A That's what | under st ood.

Q But the Comm ssion decision at that tine

appeared to approve a tariff that was designed to

recover --
A Yes.
Q -- the line extension costs?
A | agree with that.
Q Okay. Now, going back again to the
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1 testinony in page six, when we're tal king about the
2 guot ed charges that would quickly run into the tens
3 of thousands of dollars, you' re not suggesting here
4 that Verizon at any tinme tried to quote charges that
5 were not consistent with its tariff, are you?

6 A. Yes, and | supplied supporting

7 docunentation in my neno about Pontiac Ri dge where
8 do di scuss that.

9 Q That's prem sed on your belief that the
10 conpany didn't include the presence of other

11 potential custoners; isn't that true?

12 A No, it's that when it quoted an extension
13 cost for 21 people, and I"'mquickly trying to find
14 the portion of the --

15 JUDGE MACE: What are you referring to, M.

16 Shirley?

17 THE W TNESS: Excuse ne, this is 132.
18 CHAl RAOMAN SHOWALTER:  An exhi bit?
19 THE W TNESS: Exhibit 132, pardon ne. Page

20 two, in the mddle of the page, under application for
21 service, | state that 21 people who lived on Pontiac
22 Ri dge contacted GTIE, requested service, field

23 engi neer was sent out, GIE wote to applicants on

24 July 31st 1988 --

25 JUDGE MACE: Well, now, the reporter --
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THE WTNESS: |'msorry. Pardon ne.

JUDGE MACE: ~-- is recording what you're
saying, and if you speak too quickly --

THE WTNESS: | will go nore slowy. |
know there's always a desire to end hearings, and
want to contribute to that. Stated that each
applicant would have to pay for construction after
one-half nmile of line extension was provided w thout
charge. GIE apparently treated each applicant as an
i ndi vidual and not as a group, and indicated that
construction charges would run into the tens of
t housands of dollars for nost applicants.

And my point is that | believed then, as |
believe now, that that tariff in effect, that those
hal f-mles for 21 people, which would cone to ten and
a half nmles, needed to be added serially or before
any deternmination that the line would run farther
than ten and a half mles, and then a charge would
have to be paid.

Q Okay. But if you look at the actua
| anguage of the tariff, which is Exhibit 559, there's
no | anguage to deal with pooling. And isn't it true
that the conpany at the tine disagreed with your
interpretation of the tariff?

A Yes, you're correct that the Decenber 10th,
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1 1999 tariff, which was filed after this nmeno, refers
2 to 1998, reduced the pooling fromone-half mle to

3 one-tenth mle, and it changed the | anguage about

4 pool i ng and groupi ng.

5 Q Ckay. |'mnot asking you about that

6 tariff; I'masking you about the tariff in existence
7 that you're tal king about in your nmeno about Pontiac
8 Ridge. And just to nove on to the next phase, ny

9 gquestion to you really is --

10 A. Well, no, let me answer, please.

11 JUDGE MACE: No, she hasn't asked a

12 guestion. Let's let her ask the questions.

13 MS. ENDEJAN: Right.
14 THE WTNESS: |'msorry.
15 Q M. Shirley, ny only question to you is

16 Verizon, to the best of your know edge, charged

17 custoners of Pontiac Ridge consistent with its

18 interpretation of its tariff, one which we concede

19 you did not agree with; wouldn't you agree?

20 A Yes, |'mnot saying that Verizon in bad

21 faith said --

22 Q Okay.

23 A. -- we're going to msinterpret our tariff
24 and charge them but | do believe they m sinterpreted

25 the tariff and the result is, in ny belief, that you
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were not following it.

Q Okay. Thank you.

A The conpany was not.

Q Do you know how many custoners actually
recei ved service at Pontiac Ridge?

A. My recoll ection, and | know there's sone
material in this case, | think Dr. Danner referred to
this, and I may have said that there were 44, or the
nunber m ght have been 43, and | believe that Dr.
Danner at one point in his testinony said and now
there are only 37. So that's my recollection.

Q Okay.

A That it was 42, 43, 44, | think, 43 or 44.

Q Wul d you, and | guess -- | think it's
subject to check and it's in Ms. Ruosch's testinony,
which is Exhibit 7-T at page 15, that of the original
applicants, three didn't follow through with service
orders, and since the project's been constructed,
there have been 11 disconnects. Do you have any
reason to question that?

A | don"t. | sure wish one of ny coll eagues
woul d hand me my white binder.

JUDGE MACE: COkay. Let's let M. Shirley
refer to his materials.

THE WTNESS: But |I'massuning you're
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readi ng that out of her testinony, and I -- so
agree that she said that.

Q Okay. And ny question is you don't have
any reason to question her nunbers, based upon
Verizon's records?

A. My recollection was it was a little bit
hi gher, but if she said 37 -- was that what you say
she sai d?

Q The testinmony, according to my notes here,
is that the original -- three didn't follow through
with service orders and there have been 11
di sconnects fromthe original order -- orders.

A Yes, and that's probably --

MR, TRAUTMAN. Do you have a page
reference, Counsel?

MS. ENDEJAN:. Page 15.

JUDGE MACE: This is 15 of --

MS. ENDEJAN. This is Exhibit 7-T. Seven
as in T, not 70.

JUDGE MACE: Okay.

Q Let me -- basically, that's what she says

A. Yeah, yeah.
Q Okay. Thank you.

A | -- yeah.
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Q Could we turn to page 33 of your Exhibit

1317
A Thirty-three?
Q That's your April 17th testinony.
A. Page 33, did you say?
Q Yes, page 33.
A Yes.
Q Okay. And directing you to your answer

that begins on Iline 12 on that page, you're talKking

about the Nespelem Valley Electric Co-op, and are you

suggesting that the Nespelem Valley Co-op also, in
its tariffs, intends to charge enough to discourage
peopl e from asking for extensions?

A | don't believe | said that.

Q Okay. Well, you say, Inplicitly, she is
sayi ng that the Conm ssion ought to do what many
electric utilities do, which is to let tel ephone
conpani es charge enough to di scourage people from
asking for extensions. So that sentence does not

relate to Nespelem Valley, or does it?

A | guess | stand corrected, and | guess |
sai d that.
Q Ckay. Before preparing your testinony on

Nespel em -- the Nespelem that's N-e-s-p-e-l-e-m

Val ley Electric Co-op, did you go to their Wb site



0531

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

or do anything to | ook at the Nespelem Valley's
charges for |ine extensions?

A I took Ms. Ruosch's testinony of 36,690. |
did not ook to see if it would be nore or less than
t hat .

Q Okay. And if | could direct your attention

to what has been marked as Exhibit 590, and | don't

know if you have it, M. Shirley, but I'll -- with
permi ssion, | have an extra copy.
A. | intended to bring it with ne.

CHAI RMOVAN SHOWALTER:  You really need to
try not to talk over each other, especially just
casual comments. Just try to wait until it's your
turn.

MS. ENDEJAN: Your Honor, | have an extra

copy of Exhibit 590 I'd |ike to provide to the

Wi t ness.
JUDGE MACE: Yes, please provide it to him
THE W TNESS: Thank you.
Q Okay. M. Shirley, first of all, let nme

ask you, by way of foundation of this docunment,
because it's got -- consists of three pages, and
will represent to you that this was taken fromthe
Wb site on the Internet posted by the Nespel em

Val l ey El ectric Cooperative. Do you have any reason
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to question that?
A | don't, do not.
Q Okay. And just for purposes of this case,

| printed out a photograph of M. Ike Nelson --

A Yes.

Q -- who is apparently a conm ssioner for
district nine of the co-op. |Is this M. Nelson on
page one?

A Yeah, it's a poor picture, but | believe

that's the M. Nelson |I've net.

Q Okay. And then, |ooking at the remaining
two pages of this exhibit, do you see a discussion of
rates and |ine extensions that tell a potentia
custonmer who wants to sign up for the co-op's service
how nmuch they'd have to pay?

A | see that.

Q Okay. And that's at the bottom of page
one, isn't it?

A Yes, it is.

Q And ny --
A well --
Q Because | believe there's been sone

testinony in this case about that. What is the line
extension charge, if you would just read that into

the record?
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1 A. NVEC contributes the first $1,500 for any
2 si ngl e-phase residential |line extension. The nenber
3 is responsible for the rest of the cost of any

4 additional new Iine extension at $7 per foot.

5 MS. ENDEJAN:. Thank you, M. Shirley.

6 guess I'd like to offer this Exhibit 590 into

7 evidence at this tine.

8 JUDGE MACE: Any objection to the adm ssion

9 of proposed 5907?

10 MR, TRAUTMAN:  Well, | would object in that
11 it's neither -- it was not prepared by M. Shirley or
12 anyone else on the Staff. | don't believe he's the

13 appropriate witness to sponsor this.

14 MS. ENDEJAN. Well, unfortunately, Your
15 Honor, he's the only one who's met M. Nel son

16 personally. | couldn't authenticate M. Nelson if |
17 want ed to.

18 MR. TRAUTMAN:  Well, this could have been
19 provi ded as part of your own testinony.

20 MS. ENDEJAN: Well, none of us -- well

21 Your Honor, | think that, under the Conmi ssion's

22 rules, there is a fairly broad latitude in ternms of
23 admtting information into the record that m ght

24 assi st the Comm ssioners, and there's been so nuch

25 di scussi on about this Nespelem Valley |ine extension
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1 charge. Verizon thought that it would be beneficia
2 to the Commi ssion to have this information in the

3 record.

4 JUDGE MACE: There has been quite a bit of
5 di scussi on about the Nespelem Valley Electric Co-op
6 and | think it's beneficial to the record to have

7 this information fromtheir Web site. The wi tness

8 i ndicated he didn't have any reason to believe it was
9 i naccurate information or not fromtheir Wb site. |
10 will adnmit the exhibit.

11 MS. ENDEJAN. Thank you, Your Honor

12 Q Let me ask you another question about your
13 statements about the Nespelem Vall ey Co-op on page 33
14 of Exhibit 131-T. At lines 27 through 28, you state,
15 Finally, Nespelem Valley Electric Co-op cannot draw
16 upon support from across the nation.

17 Let me direct your attention to Exhibit

18 576, which is your response to Verizon Data Request
19 Nunber 37. If you could get that in front of you?
20 A Yes.
21 Q Okay. Now, you didn't investigate whether
22 the Nespelem Valley Electric Co-op is eligible for
23 support from any state or federal sources before you
24 made that statement; isn't that correct?

25 A That's correct.
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Q Ckay. Could I direct your attention to
page 14 of line -- of Exhibit 131-T?

A Yes.

Q If you would go to the bottom of the page,
starting on line 25, there you discuss the estinmated
Verizon reinforcenent cost, do you not?

A Yes.

Q Okay. Now, if the Commi ssion orders the
line extensions at issue here and accepts your view
of reinforcenent costs, then Verizon -- or strike
that. Let ne lay a foundation

Is it your testinony that the reinforcenent
costs here, stated on |lines 25 through 31, are costs
that would not be included in the interimterm nating
access charge?

A Correct.

Q Okay. So if the Comm ssion orders the |ine
ext ensi ons here and accepts your view of what
rei nforcenent costs are properly includeable, then
Verizon will incur a cost of $165,000 for the Tayl or
extension and -- |'msorry, $164,000 for the Tayl or
ext ension and 143,000 for the Tinmm Ranch extension
that it will have to bear all on its own; correct?

A Not all on its own, no.

Q Okay. Well, those are costs that would not
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be included in the interimterm nating access charge?
A That's correct.
Q Okay. And they will have to spend this

nmoney to do those jobs, will they not?

A | believe so.
Q Okay. You don't have any reason to believe
that -- or strike that.

Now, can you identify for the Comm ssion or
tell us any rate that will go up or revenue source
that will increase for Verizon that will cover the
cost of these -- the two costs |'mtal king about,
which total approxinately $309,000? Can you point to
a specific rate or revenue streamthat will cover
those costs?

A. The line extension rule permts -- if these
were built -- would permit Verizon to subnmit a tariff

for the nonreinforcenment direct and indirect costs to

recover those nonreinforcenment -- that is, the cost
of the extension beyond reinforcenent -- through a
term nating access adder to its -- what is referred

to by Verizon, | think, as the ITAC, I-T-A-C, interim
term nating access charge, that routinely recoups the

33 million approxi mate doll ars per year anobunt. But

Q Okay. | guess |I'mconfused. M. Shirley,
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there's no specific rate or revenue source that wll
go up for the reinforcenent part of --

A Correct. | thought you had asked ne about
t he whol e 329,000. That's why | broke it into two.
But you're correct. For the reinforcenment, there's
not a specific.

Q And the $33 nillion that -- of what you
have call ed universal service support that was set by
the Commi ssion in the U-980311(a) case, that won't
change as a result of this; correct?

A No, not --

Q That's what M. Spinks said?

A Not as a result of filing a tariff or doing
t he extension.

JUDGE MACE: Just a nonent, just a nonent,
pl ease.

MS. ENDEJAN: I can break for lunch, if
that's what the Conmi ssion desires.

CHAl RWOVAN SHOWALTER: | think we shoul d.

JUDGE MACE: Then we'll break for lunch now
until 1:30.

MS. ENDEJAN. Thank you.

(Lunch recess taken.)

JUDGE MACE: Let's be back on the record.

Ms. Endejan, | believe you were cross-exam ni ng when
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we adjourned for lunch. Wy don't you conti nue.
MS. ENDEJAN. Thank you, Your Honor

Q Now, M. Shirley, just to sort of circle
back here, before lunch we were talking about the
$309, 000, which is the total of the reinforcenent
cost --

A Correct.

Q -- for both the Tayl or and Ti mm Ranch. Do
you recall that?

A | do.

Q And it's that anount that |'mtal king about
here.

A | understand now.

Q Ckay. And so | believe it was your
testinmony that the state universal service support
that Verizon gets, which you've stated was $33
mllion, would not be increased by $309,000 as a
result of those line extensions; correct?

A. That's correct, not by that act al one.

Q Okay. Now, let's assunme that the $309, 000,
if you |looked at it fromthe standpoint of how | ong
would it take you to recover that anmount, if ever,
fromthe custoners. Did you ever | ook at that
question?

A | didn't do that cal cul ation, but | would
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1 certainly say it would be a long tine, if ever.

2 Q Okay. So you have no reason to believe

3 that that $309, 000 anmpunt would be recovered from

4 customer revenues at these |ocations?

5 A On ten or 12 custoners, whatever it is for

6 these two | ocations; correct.

7 Q Okay.
8 A At $13 a nonth.
9 Q Okay. Even assuming, if you just, subject

10 to check, did the math, say, for the Tayl or residence
11 and assumed $25 a nonth revenue tinmes 12, that would
12 give you -- and tines three, that would give you $900
13 a year of revenues fromthe Taylor |ocation?

14 A. I'"I'l accept that.

15 Q And if you divided that by the

16 rei nforcenent costs, it would take 183 years to

17 recover?

18 A "Il accept your mathematics, | guess.

19 Q Okay. Thank you. Let nme direct your

20 attention now to Exhibit 134-T, which is your June

21 20th testinmony. And on page ten, you tal k about

22 nmeeting with M. Nelson. So if you could turn to

23 that, and 1'd like to ask you sone questions.

24 A I'"'mon that page, yes.

25 Q Okay. And | believe you woul d describe M.
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Nel son"s operations as a | arge-scale cattle ranch,
woul d you not ?

A Yes.

Q Okay. Did you review Dr. Duft's testinony
and his answers to data request responses in this
case?

A At one tinme, | did, yes.

Q Okay. Do you happen to have with you
Staff's response to Verizon Data Request Number 15,

whi ch has been marked as Exhi bit 5547

A 554, 554.

Q It's DR Number 15.

A Yes.

Q Do you have that in front of you?

A | do.

Q Okay. Now, in that response to data
request, | recognize it was prepared by Dr. Duft and

he wasn't here, but | don't think that's going to
harm or hurt your ability to answer this question,
but do you have any reason to believe that Dr. Duft
was wrong in assigning a per-head value of $840 to
the cattle on the Tinm Ranch? Wbuld you accept that
that's a reasonabl e val ue?

MR, TRAUTMAN: Obj ection, objection. It

calls for specul ation.
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MS. ENDEJAN:. Well, he's the Staff's
wi tness and --

MR, TRAUTMAN: He didn't prepare this data

JUDGE MACE: Now, 1'd like to have Ms.
Endej an's argunent and then your response so that

we' re not having people talk over one another. Ms.

Endej an.

MS. ENDEJAN:. Thank you. M response to
that is I"'mnot asking himif he prepared it; I'm
asking himif he reviewed it and maybe -- let ne

rephrase the question.
JUDGE MACE: Co ahead.

Q Did you -- you have reviewed this data
request response, did you not?

A | have read it. | don't know what revi ewed
nmeans, but | have read it.

Q Okay. And if you -- and it states that the
per - head val ue of cattle would be $840, and it says
that you could assign the current value of the Ti ms'
cattle based upon that for the 2,000-plus head of
cattle noted. Do you see that?

A. That appears to be about what it says.

Q Okay. And if you accept, subject to check

that 840 tinmes 2,000 gives you 1.68 mllion, would
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you have any reason to take issue with that nunber
being the value of the cattle at the Ti mm Ranch
| ocation?

A I wouldn't have any reason to take issue
with your cal cul ati on of approxi mately 2,000 tinmes
840.

Q Okay. And you woul d describe the Timm
Ranch as a successful cattle ranch operation?

A I don't think I have. Dr. Duft may have.
| know Dr. Danner repeatedly said that.

Q But you nmet with M. Nelson and actually
went out to the Timm Ranch, didn't you?

A Yes.

Q So if you're not able to answer the
guestion based upon those observations, then that's
fine.

A Success is kind of a relative term and
don't know --

Q Okay. That's fine. Wen you went out to
visit the Timm Ranch | ocation and the Tayl or

| ocations, did you happen to travel through Chel an

County?
A. I did on one trip, | believe, but not on
the second trip. Yes, | probably traveled through

Chel an County.

as



0543

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Wul d you agree with ne that Chelan County
has a | ot of the sane characteristics that Okanogan
and Dougl as County have?

JUDGE MACE: In the sense of ?

Q In the sense of sparsely popul ated, a few
towns, and a di spersed popul ati on over nountai nous
western territory?

A I would not agree as to Douglas County.
It's very nmuch different than Chelan County, in ny
opi nion. Chel an and Okanogan County probably have a
fair amount in common. Douglas County doesn't have
t he nmount ai ns that Chel an and Okanogan have.

Q Okay. But Douglas County is, in your
opinion -- or strike that. Wuldn't you agree,

t hough, that Douglas County is fairly
spar sel y- popul at ed?

A It's a relative term Certainly conpared
to Seattle.

Q Well, let nme put it in context. |It's not
necessarily any nore or |ess popul ated than Ckanogan
or Chelan County; would you agree with that?

A Yeah, it's -- Wenatchee is in Chel an
County, and Douglas is certainly, even with East
Wenat chee in Douglas County, | believe it would be a

smal | er popul ation.
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Q Ckay.

A | think the --

Q There's no question, M. Shirley. Wuld
you agree that people who live in rural areas have a
different lifestyle than people who live in city or
urban areas?

A I'"'m sure many aspects of the |ife are the
same and many are different.

Q Okay. One of the aspects where |ife m ght
be different is that they may not necessarily get the
same | evel of service fromtheir |ocal governnents
that you might get if you were an urban citizen
woul dn't you agree with nme there?

A. It depends on how you cal cul ate the | evel,
but if it means closer to sone things and farther
fromothers, | suppose so.

Q Okay. Are you aware that the Chelan County
government has adopted a code to guide citizens who
choose to purchase rural |and outside of towns and
nmuni ci pal boundari es?

A I'maware there's been an exhibit marked
that has sonething like that, and I'mleafing through
and | finally found that exhibit.

Q Okay. If | could direct your attention to

Exhi bit Nunmber 545, and -- do you have that in front
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of you?

A Yes, | do.

Q And that's entitled Chel an County Code of
the West; is that --

JUDGE MACE: | think that the Chel an County
Code of the West is on the second page of that
exhi bit.

MS. ENDEJAN. Yes. Well, let nme be clear
for the record.

Q Exhi bit 545, the first two pages that
appear here are copies fromthe Chelan County Wb
site, and starting on the third page is a nine-page
docunent entitled Chelan County Code of the West. Do
you see that, M. Shirley?

A Yes.

Q Okay. And that docunent -- have you had a

chance to read this docunent before you went on the

stand?
A. |'ve read the paragraph about the
t el ephone.
Q Yeah.
A It's nine pages |ong.
Q Ckay. Well, I -- you were aware that this

was distributed | ast week, were you not?

A Yes.
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Q Ckay. But you haven't read the whol e
t hi ng?

A | skimred sone of it and | read that
par agraph or two, three sentences, and | reread them
today to be prepared.

Q Well, would you agree that this docunent
seens to describe certain trade-offs that people who
choose to live in highly-rural areas m ght make when
moving from say, nore urban areas?

A. Well, it does for Chelan County.

Q Okay. Speaking of choices, let ne direct
your attention to Exhibit T-139, which is your
Decenber 27th testinony.

A. Ckay.

Q Page 23.

JUDGE MACE: This is 139-T, and what page?
MS. ENDEJAN. |'m sorry, page 23, the top
of the page, lines one through seven.

Q Do you see that, M. Shirley?

A Yes, it starts with, It is nmy --

JUDGE MACE: Hold on for just a moment.
139-T, page 23.

M5. ENDEJAN: Are we all there?

JUDGE MACE: Are we all there, M.

Tr aut nan?
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MR, TRAUTMAN:  Yes.

Q Thank you. Fromreview ng the testinony
I"ve just cited, is it your contention that customers
can require ratepayers to subsidize their preference
for land line service when | ower cost w reless or
ot her alternatives m ght be avail abl e?

A I"'msorry. Wbuld you repeat the question
one nore tinme?

Q Okay. Is it your contention, M. Shirley,
that custoners can require ratepayers to subsidize
their preference for land |ine service when | ower
cost wireless or other alternatives are avail abl e?

A No, custoners cannot, but the |aws and
policies of the United States and Washi ngton and this
Conmi ssi on m ght nmean that a custonmer would be in a
position to nmake a choice, the result of which would
be that a service chosen or a location -- they could
live in Pe EIl and they would get subsidized phone
service, for exanple.

Q Okay. But are you telling this Comm ssion
that if a customer choice involves, for instance, the
expenditure of in excess of $1.2 mllion to provide
themwith wire |ine when they have wi rel ess
alternatives, that you think custonmer choice should

control, or does the Conm ssion have a say in that?
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A Yeah, in the absence of some statute or a
Conmi ssion action that would restrict that, | would
say that, in general, ny point here is that where
there are two or nore phone compani es of whatever
stripe or technol ogy, we would normally expect the
customer to nake the choice.

Q But there nmay be circunmstances, then, M.
Shirley, where the Comm ssion nmay find in the public
interest that the custoner's choice cannot be

reasonably honored; would you agree with that?

A Well, | think that's what this case is
about .

Q Okay.

A O --

Q Okay. Let ne direct you to another area in

your testinony, and | apol ogize for keeping --
flipping back and forth, but this one is back to your
first testinmony, T-131, page 11, line 17.

A Yes.

Q Okay. And | would like to clarify
sonmething there. You suggest in that sentence that a
party may petition not to be required to extend
service through a line or other neans at all (even if
the custonmer offers to pay the full cost of

construction.)



0549

1 And |'m going to ask you about that

2 parenthetical comment. Are you suggesting sonehow or
3 ot her that Verizon would not build these line

4 extensions if the residents at the Timm Ranch and

5 Tayl or |l ocations offered to pay the full cost of

6 construction?

7 A Yes. This rule, 480-120-071, and I'Il --

8 JUDGE MACE: Now, can you speak a little

9 bit nore slowy?

10 THE W TNESS: Sorry. WAC 480-120-071

11 provi des two types of waivers. One is a waiver for a
12 conpany to be excused frombuilding at all, and the
13 other is a waiver that would pernmit a conmpany to not
14 buil d an extension unless the custoner pays the ful
15 cost of the extension. And | didn't find it while

16 was tal king, so --

17 Q Okay. Well, let me ask you -- oh, excuse
18 me. | didn't mean to cut you off.
19 A. And ny understanding, and |'ve seen it in

20 both the petition and the amended petition, is that
21 Verizon has asked for a waiver to be excused from
22 buil ding one at all. So even if, for exanple, Ms.
23 Tayl or paid $329,000, Verizon, with the waiver which
24 it has requested, could say thanks, but no thanks.

25 Q Okay. But we don't have that circunstance
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here, do we, M. Shirley? Ms. Taylor has not
offered to pay the full cost of construction of
329, 0007

A Correct.

Q Ckay. And simlarly, M. Nelson and the
ot her applicants at the Tinm Ranch have not offered
to pay the full cost of construction, have they?

A Correct.

Q And you never asked either one of themif

they would be willing to do so, have you?
A No, | have not.
Q Okay. Are you aware of any opportunities

that either Kay Taylor or Ike Nelson m ght have had
prior to the effective date of the new |Iine extension
rule to get line extensions out to their |ocations?

A I am

Q And they turned those -- or they did not
accept those opportunities; correct?

A There was the 1983 for M. Nel son,
approxi mately 23,000, and Ms. Taylor, | forget the
date, several years ago or whenever, and it was
approxi mat el y 40, 000.

Q Ckay. And they didn't go through with
trying to get service at those prices; correct?

A Correct.
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Q Ckay. Let ne ask you about Exhibit Nunber
585, which is your response to Verizon Data Request
Nurber 49.

A 585, yes.

JUDGE MACE: Let's wait for just one
monent. |t was 5857?

M5. ENDEJAN: Correct.

JUDGE MACE: Co ahead.

Q Okay. And actually, this exhibit ties to a
portion of your testinony which is cited in the data
request, and that is Exhibit 134-T, page 13, in which
you state that total teleconmunications expenditure
i n Washi ngton on an annual basis was between $3.5 and
$3.6 billion. Do you see that? And you were asked
in this data request for the source of that belief.

A Yes, the source of the belief.

Q Right. You weren't intending to inply that
Verizon mekes an investment of $3.5 and $3.6 billion
on an annual basis in Washi ngton, were you?

A No, that's the information supplied to the
Conmmi ssion during the tine at which the line
extension rule, WAC 480-120-071, was under
consi deration, and that represents an esti mated
anmount, mnust be between 3.5 and 3.7 billion for tota

t el ecomruni cati ons expenditure throughout the state
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1 of WAshington, all conpanies, all customers conbi ned,
2 however you want to viewit.

3 Q Okay. Well, you cite as the source for

4 t hat document your nmenmo of January 9th, 2002,

5 footnote nine, and that has been marked as Exhibit

6 540 in this case. Could | perhaps direct you to

7 that? | don't knowif -- do you have that?

8 A. 5407

9 Q  540.

10 A. Yes, | do. Actually, |I -- this seens to

11 start at 546.

12 Q Here, let nme, to sinplify things --
13 A My apol ogi es.
14 MS. ENDEJAN:. If | could approach the

15 wi t ness, Your Honor?

16 JUDGE MACE: Yes.

17 Q Okay. M. Shirley, I'mshowi ng you on page
18 three the footnote --

19 JUDGE MACE: You're referring nowto

20 Exhi bit 540, page three?

21 MS. ENDEJAN. Yes, correct. 540, page

22 three, footnote nine at the bottomthere.

23 Q I just want to clear something up about

24 that. That footnote says, Verizon estimates the

25 total cost of the two extensions, including



0553

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

reinforcenment costs, at 1.13 mllion, petition at
one. Assuning an annual expenditure of $3.5 billion
for tel econmmuni cations equi pment and services in
Washi ngton, the reinforcement and extension costs
equal approxi mately .000322 percent of the annua
expendi ture.

You didn't nmean to inply Verizon's annua
expenditure in that sentence, did you?

A | did not.

Q Okay. So you don't know what percentage of
Verizon's actual capital budget $1.13 mllion would
be, do you?

A | do not.

Q Ckay. Now, there are provisions built into
the new line extension rule, which is 071, to all ow
conpanies to petition for a waiver; correct?

A. Correct.

Q And this case represents the first exanple
of a conpany conming forward to ask for a waiver?

A Correct.

Q Okay. And as far as you know, with the
exception of the two extensions at issue here,

Veri zon has been buil ding out extensions under the
new rul e; correct?

A Correct.
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Q Ckay. And you're not suggesting here that
Verizon is doing anything other than legitimtely
invoking its right to petition the Commi ssion for a

wai ver in this case?

A. Absol utely correct.
Q Al right. | believe in Exhibit 139, at
page 12, lines three to four -- I'msorry, page 12,

lines three to four.

JUDGE MACE: This is 139?

MS. ENDEJAN: Yes, 139.

JUDGE MACE: M. Shirley has a | ot of
exhibits, so sonetines --

MS. ENDEJAN: | know.

JUDGE MACE: ~-- just pure shifting back and
forth takes a nonment or two.

MS. ENDEJAN. Right. And | apol ogize for
flipping back and forth, but there are a | ot of
exhi bits associated with him

JUDGE MACE: Page 127

MS. ENDEJAN. Page 12, yes.

THE WTNESS: Yes, |'mon that page.

Q Okay. Thank you. You state that extension

charges, quote, were -- and I'mcutting out a few
words -- were placed on an essentially average cost

pricing basis with adoption of WAC 480-120-071. Do
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you see that?

A Yes, | do.

Q Now, | guess |I'm confused by the use of
your term average cost pricing. Are you suggesting
that |ine extension charges, on average, w |l recover
their costs, or are you suggesting that costs wll
al ways be recovered by spreading those costs or
averagi ng them across all custonmers?

A The latter. That is -- and in this
testinmony, | conpare it to incremental costs, so that
woul d have been when people m ght have been asked to
pay, well, 440 tines a tenth of a mle, and that
could add up to anywhere from 440 up to thousands.
And now the rate is 40 tines the local rate, so often
in the nei ghborhood of five or $600. So |argely,
then, the cost of the extension is spread throughout
rat epayers who pay term nating access.

Q Okay. So because of this essential average
cost pricing, would there ever be a case or a
situation where the costs couldn't be spread in that
manner, or wouldn't be perm ssible to do so?

A Wth the way the rule is structured, if a
custoner asks for an extension and the conpany buil ds
it, the conpany is limted to charging the anount

under the rule 40 tines the |local service rate. And
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if the conmpany -- there's no other charging provision
that | know of. Perhaps you're going to show ne
sonmething. Well, other than | nentioned the type of
wai ver where the customer can be told that the
conpany woul d have to build if the customer paid the
full cost.

Q Okay. Now, and this is just about ny fina
line of inquiry. Let nme ask you to turn to Exhibit
546, which is -- wait a mnute, nope. Sorry, |'ve
got the wong nunber. |If you'd bear with nme for just
a second. Onh, nope, | was right. Exhibit 546, and
that's your response to Data Request Nunber Seven.

A Yes.

Q Do you see that? And we asked you to
describe circunstances where you mght think that a
wai ver of a line extension obligation would be
warranted. And your response was, quote, One that,
after all seven of the factors in WAC 480-120-071 are
consi dered, and any other infornmation that may be
beneficial to the Commi ssion is not in the public
interest. Do you see that?

A (Noddi ng.)

Q And I'd like to wal k you through those
seven factors and see what advice you m ght provide

t he Commi ssioners on when you think a waiver of a
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i ne extension would be warranted. Do you happen to
have a copy of the rule?

A | do.

Q And do you see the very last section
7(b)(ii) that lists the seven factors that at | east
the rul e says should be | ooked at?

A | do, A through G?

Q A through G right. Let ne ask you about
the first factor, which deals with the direct cost of
the extension. M. Shirley, how nmuch is too nuch? |
mean, how expensi ve does an extension have to be
before the direct cost is too high to ask the
rat epayers to bear?

A. When this -- that's not susceptible to a
yes or no answer; correct? So |I'll answer nore
fully. Wen this rule was discussed and consi dered
and ultimately adopted, that very question was
considered in the discussions at the Staff |evel, and
I know anpbng Commi ssioners and ultinmately the
Conmi ssion -- well, let me talk some nore about that.

Staff endeavored to consider, you know, was
there sone sort of a formula that could be devel oped
using statistical analysis, |ooking at averages?
brought in ny, you know, college statistics books and

sat with econonists and we drew pictures and wote
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formul as, and we could not cone up with a nunber that
we -- or a formula and certainly not an upper nunber
that we could recommend to the Conmi ssion, and that
was di scussed with the Conmi ssioners. And
ultimately, when the rule was adopted, it did not
click ina-- an upper limt, a dollar anmount upper
limt.

It's now three years later, and while
have given it thought and -- certainly because of
this case, but even at other tinmes, | still find that
| cannot do today what | spent a good deal of tine
trying to do three years ago, whenever this docket
was under consideration, this rule, and that is find
the bright line that certainly would make |ife easier
for everybody, | suppose, except perhaps people on
the wong side of the bright line, but | can't do
t hat .

Q Okay. Well, let me ask you about the
second criteria, which is the nunber of custoners to
be served for a particular Iine extension. You know,
how many are too few, so to speak?

A Well, 1 think we have some experience with
that. We have an exhibit that's been discussed in
this case. W have a couple of exhibits. One is a

list of extensions prepared by Verizon and for which
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it's currently receiving recovery, and a nunber of
t hem where, for one custoner, for exanple, in Curlew,
the direct cost for one customer was 49, 101, but
conpare that with another one where the direct cost
for one in -- | think it's Waterville was $2,662. 29.
The | argest one is nine custoners on this
list. Qwmest supplied a list, and | think it's
Exhi bit 79, 75, 79.
MR. TRAUTMAN: Seventy-five, | believe.
THE W TNESS: Seventy-five. Thank you.
Approxi mately a dozen, all but two of which are to
serve one residence, and those other two serve two
resi dences. So on the other hand, there was an
extension conpleted with a dozen custoners in Mses
Coulee, but that's a little different, because it's
unserved area; it was not inside of an exchange.
I"mtrying to think of some other others
t hat have been |l arger, but the bottomrange is one.
Q Okay. So as long as one custoner is to be
served, in your view, | guess, the |ine extension

shoul d go forward?

A No.
Q No?
A No.
Q Okay. Maybe | m sunderstood your
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testi nony.

A | thought you asked me how many is too few,
and | said, well, we have plenty of exanples where
just one. It does not nean that an extension to just

one shoul d not soneday be the subject of a waiver.

Q Okay.

A And per haps one of the factors would be
it's just one.

Q Okay. Let's go on to the next one, next
criteria, which tal ks about the conparative price and
capabilities of radi o communications service or other
alternatives available to custoners.

Do you think it's an inportant
consideration for this Comm ssion to -- if the facts
of a particular case show that custoners have
Wi rel ess service or satellite service?

A If the facts of a particular case show
that, that should certainly be considered. | think
it's inmportant to read in the context of the rule, at
subsection (2)(c), where that is particularly
di scussed. In the second sentence of subsection
(2)(c) inthe rule, it reads, The services provided
t hrough a radi o comruni cati ons servi ce conpany or
other alternative provider nust be reasonably

conpar abl e services at reasonably conparabl e prices
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conpared to services provided through wire |ine
distribution facilities in the area of the exchange
where service has been requested.

Q But that provision applies to a situation
where a conpany's extendi ng service by using radio
communi cations service; right?

A Correct, but | think --

Q Let me ask you, it doesn't apply to a
situation where custoners, on their own, night
al ready have found w rel ess options or Internet
satellite options or other things; right? That's a
di fferent situation.

A That's correct. | was pointing to that
because | think what has to be done with these
factors is evaluate the conparative pricing
capabilities, whether or not it's as a substitute
found by the otherw se obligated provider, |ILEC or
found by the custonmers thenselves. And | think, you
know, | believe npbst everyone in this room woul d
recogni ze the phrases comng from Section 254 of the
federal Tel ecom Act, where reasonably conparable
services at reasonably conparable prices are
di scussed and, in the context of this case, | think
that al so needs to informthe eval uation of the

factors.
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Q Ckay. Let's go to the next one, which is
technol ogical difficulties and physical barriers
presented by the requested extensions. See that?

A Yes.

Q Now, in this case, you don't quarrel wth
the fact that the route to the Timm Ranch has a great
deal of physical barriers presented by what appear to
be a lot -- the rocky terrain and the nature of the
road?

A. | take great issue with that.

Q So you don't think that having a | ot of
basalt in the area that would require the presence of
rock cutting equiprment in order to |lay cable presents
any sort of technological difficulty or physica
barrier?

A | do not, for two reasons. |n some
ultimate sense, and this is not the nost inportant of
my two reasons, technologically, it is possible to
cut through the rock. But | don't nmean to give that
as, you know, because it could sonmehow ultimtely be
done, that's why, but it's nore because, in ny
experience, making eight or ten trips or nore in the
| ast four years to North Central Washington, related
to this case and nmany others, what | have seen at the

two | ocations, Timmand Taylor, is very simlar to
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what one sees throughout North Central Washington,
and that there are other places that are rockier, if
you will, in nmy opinion, and certainly sonme that are
| ess so.

If you just go south into the Mansfield
exchange, into the wheat country, it's different, but
if one goes up to Pontiac Ridge, there's granite or
rocky reach, so | guess | don't find those
technol ogi cal or physical barriers here. |If they
exist at all, they're no different than technol ogica
or physical barriers that exist throughout North
Central Washi ngton.

Q Okay.

A. And probably other places in Washi ngton.

Q Well, but the fact of the matter is if it's
very rocky terrain that requires the use of a rock
cutter, that's going to add to the cost of a project.
Woul dn't you agree with nme there?

A | understand that.

Q Okay. And in the course of your driving
around, can you identify any 23-plus mle route that
has -- between spot A which is where say the
tel ephone facilities end, and the only custonmer on
the loop at the other end? Can you identify any

simlar route anywhere in this state?
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A I cannot. | identified one |ocation where
the facilities appear to go 11 mles between
custoners. |t was not a Verizon exchange. | can

describe it nmore particularly if that's desired, but

Q Well, M. Shirley, ny question was, and |
believe you've answered it --

A I've answered it, yeah.

Q -- about the 23-mle loop. Let ne go on to
the next criteria, the effect on the individuals and
communities involved. Now, you've read the
depositions of M. Nelson and Ms. Tayl or, have you
not ?

A Yes, | have.

Q Okay. And you've also visited both
| ocations; correct?

A. Yes, | have.

Q And in M. Nelson's case, as he said in his
deposition, he and all the other applicants at the
Ti mm Ranch have cell phones; correct?

A | believe he said that, yes.

Q Okay. And he has been out at the cattle
ranch for how many years?

A | think it's alittle nmore than 20 now.

Q Okay. And so he's been able to pretty nuch
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do his business and run the cattle operation even
t hough he hasn't had a wire |ine phone; wouldn't you
agree?

A He's done whatever he's done without a wire
i ne phone, yes.

Q Okay. So to what extent do you know what

the addition of a wire |line phone would have on M.

Timm-- M. Nelson's ability to run the Ti mm Ranch?
A I -- would you repeat the question, please?
Q The question was do you know to what extent

having a wire |line phone would inpact his ability to

run the Ti mm Ranch?

A I cannot say specifically, day in and day
out. | didn't have that discussion with him | --

Q Okay.

A I would say that he would then be able to

-- whether it's ranch busi ness or personal business
-- conduct it in the way that the vast, vast, vast
majority of citizens of Washington State conduct --

Q Didn't he say in his deposition, M.
Shirley, and I'Il try to find it for you if you don't
want to accept ny word for it, that M. Tinm (sic)
told nme in his deposition that why he wanted the wire
line phone is it would allow himto do business

better?
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1 A I think he said that.

2 JUDGE MACE: It was M. Nelson, for the

3 record.

4 MS. ENDEJAN. M. Nelson, yes. M. Nelson

5 excuse ne.

6 Q Okay. And Ms. Taylor.

7 A MM hmm

8 Q Did she tell you how her |ife would change
9 if she had wire line phones instead of the -- what

10 apparently appears to be three types of cellular

11 service at her site now, which would be the Anerite
12 (sic) and AT&T Wrel ess and RCC. How woul d the

13 addition of wire line service to her |ocation change
14 her life?

15 A. This first thing that | recall is,

16 believe fromthe deposition, and she tal ked about

17 havi ng her grandchildren at her hone and bei ng

18 concerned about safety and the ability to contact

19 emergency services if there were ever a need to do so
20 concerni ng her grandchil dren.

21 Q Well, she didn't say that the absence of
22 wire |line phones presented her grandchildren from
23 visiting her, did she?

24 A No, no, she said that that's on her m nd

25 and that that is an inportant reason to her why she
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is seeking it, to be even -- well, to feel nore
confortable. | don't have the deposition in front of
me. | think, if not there -- well --

MR. TRAUTMAN: Can | request that if you
make further --

MS. ENDEJAN. That was ny | ast question.

MR, TRAUTMAN: All right.

M5. ENDEJAN: That was ny |ast question in
that area.

THE WTNESS: | wasn't done. |'msorry.

JUDGE MACE: All right. Now, just a
monment. It's not hel pful to have those kinds of
exchanges, and especially on top of one another.
Again, it's very hard for the reporter to keep up
with that. | understand there's no question pending
at this point.

MS. ENDEJAN. That's right.

JUDGE MACE: And so we're going to |eave it
at that.

Q Okay. 1'd like to nove on to the next
criteria, which is the effect on the public sw tched
net wor k.

COW SSI ONER HEMSTAD:  |I'msorry. |
t hought M. Shirley was not conpleted with his answer

when his counsel interrupted and then we had the
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ot her dialogue. |If he wasn't -- he was answering a
guestion that | thought was not yet conpl eted, unless
the assertion is that he was off point.

JUDGE MACE: Well --

MS. ENDEJAN. | didn't nmean to cut himoff,
Conmi ssi oner Henstad. | thought -- | thought he was
t hrough tal king about -- if he's not, then, you know,

pl ease.

JUDGE MACE: M. Shirley, you did seemto
i ndicate that you had nmore to say, but | was just
concerned -- that | guess ny renenbrance of the
guestion was that it was such that you had al ready
answered it, but if you'd |like, go ahead.

THE W TNESS: Thank you. She told ne a
coupl e of other reasons, not unrelated to the
grandchil dren, probably, but neverthel ess she spoke
to me about being in touch with her own children and,
nore broadly, her famly. And she spoke about the
conveni ence of, you know, being able to call town
before making a trip. It's true that she has had an
array of wireless services that have not, in her
opi nion, | believe, served her well enough so that
she al ways has the conveni ence that she would |ike as
provi ded by regul ar tel ephone service.

Q M. Shirley, her deposition was taken
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bef ore RCC provided her service, wasn't it?

A Yes.

Q Let's go on to the next criteria, which is
the effect on the public switched network. Do you
have an opinion -- or strike that.

The addition of new and I engthy | oops in
renote areas woul d be an obvious effect on the public
switched network, would it not? You're adding to the
public sw tched network?

A. Yes. | just want to say that | don't agree
that we're tal king about renote areas in the case of
Ms. Taylor, and | don't think |I even agree with
respect to the Ti nm Ranch.

Q Ckay. Well, let's hear your definition of
renote if that's not renpte. And I'mpointing to the
Tayl or phot ographs and the Ti mm Ranch phot ographs, so
the record is clear.

A Okay. Well, 1'Il use the maps that are on
the wall and the Commi ssioners have, and these have
an exhi bit nunber, and I'mafraid | don't have one
with the nunber on it.

JUDGE MACE: It's 700-G, but | think we
know what you're referring to here.

THE W TNESS: Thank you. If you | ook at

the third map, which is the one that has Nichols,
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Schoml er and Taylor, and in the | ower |eft-hand
corner, it has Mansfield, and you'll see a grid of
about hal f-inch by half-inch squares, which, at first
bl ush, m ght be taken for section lines. These are,
in fact, roads. And of course, there's Hi ghway 17
that lies to the north of the Nichols' home, and then
turns south. Highway 174 continues on over to Coul ee
Dam This is an area with farmhouses.

W thout giving just a dictionary definition
of what is or is not renpte, | guess, practically
speaki ng, looking at this, | do not think that this
is arenpte area. One nmight say it |ooks different
t han downtown Seattle, but | don't think that nmakes
it renote.

Q Okay. So by your definition of renpte, you
literally have to be on top of a nmountain?

A | believe the definition that Verizon
supplied in one of the DR responses included the
adj ective secluded, and in speaking first of Ms.
Tayl or and the Schom ers and the Nichols, they're
between a half a mile and 2.2 or 2.7 tenths of a
mle, | forget what it is now, froma state highway.
They're on a county road. | do not consider that
secluded. Anyone can go there.

Q Okay. Well, let's get back to the question
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| asked you, about whether --

A May | answer with respect to the Timm
Ranch, and why |I do not think it is renote? Again,
using the large 700-G map, it's map nunber two of
three, and it shows a home marked Nel son, Ti mm Road.
And just slightly to the east and north, there's a
road marked New Orek Lake and there's a road marked
Colunbia River, later it's marked Bl A10. That road
goes from Nespelemto Orak. It is paved from
Nespel em al ong the Colunbia -- that is fromthe east
to the west. Nespelemis off the eastern edge of
this map. It is a paved road al ong the Col unbia
River to the turn-off for the Timm Road. It is then
an unpaved gravel road, w de enough for two senis
and it is a major connecting county road. The grave
road is a county road. COkanogan has approxi nately
two-thirds of its county roads are not paved, not
macadam

And by our standards over here, | suppose
there's not a lot of traffic, but it's a road that
carries a lot of the traffic there is between
Nespel em and the county seat of Orek. | guess |
don't think this is secluded. It is true that if one
cones fromthe west, and that is where Verizon wll

come from and I'mnot trying to cloud this, one
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cones over sone roads that are certainly of |esser

si ze and probably even |l esser quality, the G eenaway
Road conpared to the New Orak Lake and Col unmbi a River
Road. And if one cones fromthere, | can see how one
m ght at | east ask the question is this renote. But
coming fromthe east or fromthe north from Omk or
Nespelem two of the larger cities in the county,
it'"s really right off the road.

Q Okay. There's not a lot of traffic on
those roads, because there's not a | ot of population
in the areas on the map that you have just discussed;
right?

A Not a | ot of population in Okanogan County,
but it's still a county.

Q Okay, fair enough. So just so we're clear
and | guess we mght have a different interpretation
of the neaning of the word renmpte, but in your view,
then, what is inportant is the absence or presence of
roads, based upon what |'ve just heard you say?

A That's certainly, | think, a mjor
i ndi cator, yes.

Q And does it factor in whether those roads
are prinmtive roads, maintained roads, dirt roads,
gravel roads, or just that there are roads?

A I n Okanogan County in particular, it
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matters not whether they're dirt or gravel or nacadam
roads. Again, in 1998 and 1999, | visited a public
wor ks office there and | earned that fully two-thirds
of the county roads in Okanogan are dirt or gravel.

It is the case that sonme are marked prinmtive and not
mai nt ai ned, but, for exanple, the day | drove to the
Nel son hone in Novenber of 2001, | had to pause about
-- | didn't drive. | was sitting in the car. The
car had to pause about a hundred yards fromthe

Nel son driveway because the county grader was grading
the road.

And so one can get to -- from Orak or
Nespel em to the Ti nm Ranch on nostly macadam coni ng
from Nespel em a conbi nati on of nmacadam about hal f way
and paved -- or unpaved, but very wi de,
wel | - mai ntai ned road. One can do 50 niles an hour on
it, so --

Q Okay. Well, before I get back to the
effect on the public switched network, while we're on
the topics of roads, the Greenaway, Cold Spring and
Ti mm Roads, which are involved in getting to the Timm
Ranch, now, they're classified as printive roads,
aren't they?

A Portions of them may be.

JUDGE MACE: Which roads were you referring
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to?

MS. ENDEJAN. The Greenaway, Cold Spring
and Ti mm Roads.

THE WTNESS: Timm-- well, correct.

Q Do you happen to have what's been marked as
Exhibit 544? If not, |, with permni ssion of the
Bench, I'Il show it to the witness.

A I should. | knew the one about which you
speak and -- yes, | have it in here. | do have it
with ne.

Q Okay. And this is a letter fromthe
Okanogan County Departnent of Works, which you say
you have visited; right?

A Yes.

Q It says that Okanogan County does no wi nter
mai nt enance on Greenaway Road and then does linmted
plowing on all the other -- on the Timm Cold Spring,
and a coupl e other roads?

A Yes.

Q And then that they're all known as
primtive roads, G eenaway, Cold Spring and Ti mm
Road?

A Correct.

Q Okay. So do you have any reason to

guestion the accuracy of this docunment?
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A No.

Q Okay. Well, let's get back to --

A May | expand on that?

Q | believe he --

A. I answered yes or no. | thought the
practice was to then -- ['Il be brief.

JUDGE MACE: Well --

THE W TNESS: Very brief.

JUDGE MACE: On the one hand, | don't mnd.
On the other hand, we do have limted time and --

MS. ENDEJAN. Right.

JUDGE MACE: -- | want you to answer the
questions fully. | do believe you answered the
question as it was posed. Your counsel w Il have a

chance to redirect.

THE W TNESS: Fi ne.

JUDGE MACE: But | defer to the
Conmi ssioners, if they want to hear at this point.

Q Okay. Let ne get back to just a few fina

guestions, M. Shirley, here for nme. Now, the
addition of a new 30-nmile |oop and a new 17 -- or
actually the construction of, because | recognize a
portion of that wouldn't necessarily be new -- the
17-m |l e extension that we're tal king about for

Tayl or. Now, that would have an inpact on Verizon's
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1 network, which is part of the public sw tched

2 network, would it not?

3 A I npact? Yeah, | suppose any addition

4 anywhere has sonme inpact, absolutely.

5 Q Ckay. And it may inpose additiona

6 mai nt enance and repair costs that weren't there

7 before, because the facilities didn't exist; right?
8 A Like any mile of new facilities anywhere,
9 whether it's Everett or the Timm Ranch, it would be
10 mai nt ai ned, one woul d hope.

11 Q Okay. And then, finally, | guess, the

12 final criteria we're talking about is, you know, the
13 effect on the conpany, which in this case is Verizon?
14 A Yes.

15 Q And in coming up with your recommendation
16 did you take into account the fact that the conpany
17 would not recover $309,000 in cost and that it would
18 be inposing inits rates on its custoners the

19 remai ning costs leading up to $1.2 nmillion? Did you

20 consi der that?

21 A | did. Do you want -- may | say nore than
22 I did?
23 Q Wel |, apparently, fromyour recomendation

24 you did not include that that was a sufficiently

25 detrinental inpact to recommend in favor of a waiver,
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did you?

A Correct, because Verizon receives inits
current rates, in two different rates, dollars for
t he purpose of reinforcement, network upgrades, et
cetera. That's in the local rate, and | address that
in ny testinony.

| also address in nmy -- and |'m speaki ng of
ny April 17th, 2002 testinmony. |'mleafing through
here. | address the fact that in UT-980311, the
Conmi ssi on adopted -- ultinmately determ ned that
Verizon should recover 33 mllion plus per year to
support its high-cost service, and in comng to that
conclusion, it included something called a fil
factor, and that is described in its order -- I'm
| eafing through, and it is in ny testinony, so that
can be read by the Conm ssioners and others here.

But that fill factor is so that there is
capacity in the network. And so ny position is that
Verizon is already receiving funds, the purpose of
which are for reinforcenent in these -- generally in
the state and, in particular, in the Brewster and
Bri dgeport exchanges and pretty nmuch all the others
in Central WAashi ngton

Q Now, let's take that answer apart a little

bit here. You weren't the -- you weren't involved in
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UT-980311(a) as a Staff w tness, were you?

A I was not.

Q The issue of fill factor in that case, that
was used to calculate costs to build in spare
capacity where forecasted demand m ght denonstrate
anticipated growh; correct? 1s that your

under st andi ng?

A. Well, | can read fromthe Tenth
Suppl emental Order. It says, So that the Comm ssion
well --
A -- fill factors so that the |evel --

JUDGE MACE: Just a minute. Just hang on

for a second.

Q M. Shirley, I"'masking if that's your --
I"'mtrying to paraphrase what this neans in common
| anguage and what your understanding of the termfil
factor is. Does ny question conport with your
under standi ng of what fill factor is and what it is
i ntended to do?

A It's to neet current demand while all ow ng
for growth.

Q Okay. So -- and in 1998, that $33 million
that anpunt was, at that point in tinme, designed to

cover the costs of Verizon as deternined in that
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docket, which then rolled up into the $33 mllion
figure; correct?

A Correct.

Q Okay. Now, the fill factor does not
necessarily apply to facilities that are in place for
which there is no forecasted demand, does it?

A Well, for current demand while allow ng for
growt h. Whether or not you' ve forecasted it, it
woul d depend on whet her or not your forecasting
net hods foresaw the growth or not, | suppose.

Q Well, you don't assign cost for a facility
for which there is no reasonably antici pated
forecasted demand. That wouldn't -- that, | don't
believe, if you read the order, was the intent of the
fill factor. But you're right, the order speaks for
itself. Just a nonent, Your Honor.

Okay. Your Honor, that concl udes ny
cross-exam nation, and | guess | need to nove for the
adm ssion of a whole bunch of exhibits here. Wuld
you like to do that now or naybe at the concl usion,
to save time?

JUDGE MACE: | show that you've had marked
546 through 590. 590 itself has been admitted, so we
woul d have 546 to 589. |s there any objection to the

adm ssi on of those exhibits?
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MR, TRAUTMAN. We do have an objection to
545.

JUDGE MACE: Just a nonent.

MR, TRAUTMAN: That's the Chel an County
Code of the West.

JUDGE MACE: Just a nonent.

MR. ONENS: You started at 543.

MS. ENDEJAN. Did we start at 5437

JUDGE MACE: M. Trautman, your objection
is?

MR. TRAUTMAN: Well, | would like to be
able to ask M. Shirley a few questions about his
know edge and his view of the value of this docunent,
if I may.

MS. ENDEJAN:  No.

MR, TRAUTMAN:  Well, all right.

JUDGE MACE: Let nme hear M. Trautman's
argunment, if | could.

CHAl RMOVAN SHOWALTER: What's your
objection to it?

MR, TRAUTMAN: Well, ny objection, it was
not prepared by him he was not consulted in doing --
in preparing the docunment, he -- there's been no
showi ng that the statenents in the docunent are

consistent with the |line extension rules and tariffs
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and there's no showing that it's any reliable source
of legal authority for the rights of applicants and
the obligations of tel ephone conpanies. | nean, this
is not -- the first time he's seen the docunent, |
bel i eve, was about a week ago.

JUDGE MACE: Ms. Endej an.

MS. ENDEJAN: Your Honor, under the
Conmmi ssion's Rule 480-09-750(2)(c)(iii), it says
codes or standards that have been adopted by an
agency of the United States or this state or of
anot her state or by a nationally recognized
organi zati on or association are matters that the
Commi ssion may take official notice of.

MR. TRAUTMAN: This is not a -- well --

MS. ENDEJAN: And Your Honor, | think that
the matter -- I'"'mnot really quite certain conpletely
what M. Trautman's objections are, but | think it's
highly relevant in the sense that it is action by a
governnental body in an area that is close to and
simlar to the area at issue, and it legitimately, |
t hi nk, expresses the reasonabl e expectations that
custoners m ght have noving fromurban areas to rura
areas or for those who mght |live there. The N chols
in this case are noving fromthe west side of the

nmountains to the Taylor |ocation.
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Whet her M. Shirley reviewed it or prepared
it is not a basis for objection if the docunment can
come into the record by virtue of official notice,
because it was a formally adopted code of an agency
of this state. And we think that it very nuch
infornms the Conmi ssi on about what people are thinking
over on the east side of the nmountain in terms of
really what their viewpoint is. W tend sonetines, |
t hi nk, maybe tend to get a little skewed idea of what
life mght be like in | ess popul ous counties, and
this is a very relevant exanple of how others, people
who |ive over there, mght viewit.

JUDGE MACE: After considering the nature
of the exhibit, we're inclined to admt it and
evaluate it to -- you can argue what weight it should
be given in your briefs.

MS. ENDEJAN: And Your Honor, | believe
that my exhibits started with 543, which I won't
offer at this tine, because it just deals with Tinm
Brot hers bull buying actions, which | don't think
needs to clutter the record, but Exhibits 544 through
589, we would then nove for adm ssion

JUDGE MACE: |'Il admt those at this
point. Before we go ahead with the

cross-exam nation, we'll take a 15-ninute break
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(Recess taken.)
JUDGE MACE: Let's be back on the record.
M. Owens.

MR. OVNENS: Thank you, Your Honor

CROSS- EXAMI NATI ON
BY MR. OVENS:

Q Good afternoon, M. Shirley.

A Good afternoon.
Q I'"d like to just begin with a few questions
about your background. | understand you're |licensed

as a lawyer here in the state of Wshi ngton?
A That's correct.

Are you an engi neer?

I am not

And are you an economi st?

| amnot. Like Dr. Danner, my other
s in public policy.

Are you a geol ogi st?

| am not a geol ogi st.

Have you ever managed a tel ephone network?

Have you ever designed a tel ephone network?

Q

A

Q

A | have not.
Q

A | have not.
Q

Just a housekeeping natter to start with.
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1 If you could direct your attention to Exhibit 136,
2 which is the color map of exchanges in the state.

3 A Yes.

4 Q And this shows a date of January 30th

5 1997; correct?

6 A Correct.

7 Q And is it correct that there have been sone
8 changes in exchange ownership since then in the

9 state?

10 A. Well, certainly the nanmes of US West, PTI
11 and GTE have changed. There was once a sale of an

12 exchange to citizens, Clarkston, that didn't go

13 t hrough, and that was from Qwest. I|I'mtrying --

14 Q Well, let me -- that's fine. Let nme nove
15 on.

16 A Sonme conpany from North Carolina bought

17 El | ensburg Tel

18 Q That's fine. |1'mjust asking you to agree
19 with nme that there may be sone detail changes from
20 what's portrayed here to nake this nap currently

21 correct; is that right?

22 A I would agree to you that, because this is
23 1997, there may have been changes, and we could

24 di scuss themif --

25 Q There's only one that | think is at al
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material, and that has to do with what you show as
Coul ee Dam and you show that in green, and that's
just to the east of Bridgeport and to the sout hwest
of CenturyTel, or what's shown on here PTI Nespel em
exchange; correct?

A Now | see it

Q Is it correct that part of that exchange,
whi ch woul d consi st of probably the half that
represents the northwesterly part of that Coul ee Dam
exchange, now bel ongs to CenturyTel ?

A I"'mlooking at this map. | think I'm
willing to agree with you, because |'ve |ooked at --
I know where the Leahy Junction is and | know,
relative to that, to the Bridgeport and the Coul ee

Dam and | know that's now CenturyTel. So in that

respect, | think | cone to the same concl usion you
suggest ed.
Q Okay. And just so the record' s clear, the

| egend that's in blue that says PTI, you would
understand to be CenturyTel today?

A Correct.

Q And al so, just for clarification, that same
map appears in what's been admitted as Exhibit 560;
is that correct?

A | know it appears as an exhibit, and let ne
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turn to 560. | do not -- | find that map here in ny
book and it's the sane, yes.
Q And so your testinobny that we've just been
di scussing would apply to that exhibit, as well; is
that right?
A Yes.
MR, ONENS: Okay. Now, if | may have a
nmonent, Your Honor?
JUDGE MACE: Yeah.

Q Woul d you | ook at Exhibit 502, please, M.

Shirley?
A. Yes.
Q Now, | just would like to ask you to

explain your statement. You say, ETC designation is
unrelated to recovery of extension construction and
rel ated costs under WAC 480-120-071, and that was in
response to a question why the Staff seeks to force
Qnest to extend service to the Ti mm Ranch, under the
assunption that the Qmest exchange boundary is
nodi fied to include that area, while Verizon is stil
an eligible telecomruni cations carrier for that area.
And | just would Iike to know why, in the
Staff's view, is ETC designation unrelated to
recovery of extension construction, as posed in that

guestion?
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A. I can answer it this way. |If ETC
desi gnation di sappeared fromthe U S. Code and al
that follows, ny viewis that WAC 480-120-071 woul d
still be a valid rule, and conpani es that extended
servi ce under subsection two or subsection five could
seek recovery of extension direct and indirect costs
and coul d reasonably expect to be granted a tariff
for termnating access to recover those costs in
probably one year.

Q Forgive me, but it sounded as if your
answer says the Commi ssion shouldn't consider ETC

designation as a factor in deternining issues in this

case. |Is that a fair understandi ng?
A. I think the Commi ssion can go either way on
that. In its adoption order adopting this rule, it

stated that the extension rule is not a new universa
service program and then, in June or July, that
peri od, based on a notion from Qaest and ar gunment
about that, that because RCC had just been designated
an ETC, which takes us directly back into the realm
of, at a mnimm federal universal service, if not
uni versal service nore broadly, the Conm ssion
brought RCC into the case.

Now, agai n, because one of the factors that

we reviewed earlier is conparability -- | can read it
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qui ckly. Factor C, the conparative price and
capabilities of radi o conmunications service, |
suppose that the Comm ssion could have brought RCC in
even though it was not an ETC. And, in fact, the
Commi ssion, in UT-003106, naned as parties AT&T
Wreless, Verizon Wreless, RCC Holdings, and | think
per haps one other wireless, and that was to see if a
conmpany shoul d be designated to serve the unserved
out si de of any exchange area, or what we call the
white spaces on the map i n Mbses Coul ee area.

So it's alittle unclear to ne where you go
with ETC status in relationship to decisions about
ext ensi ons under 071

Q Thank you.

COW SSI ONER HEMSTAD: M. Owens, your
nm crophone nmay not be on.

MR. OAENS: | think | was too far away from
it, Comm ssioner Henstad. Sorry about that.

Q Now, directing your attention to what's
been marked as Exhibit 542 --

A Can you give nme a title? 1've found 540,
541.

Q 542, it's the --

A Ch, two --

JUDGE MACE: |If we can -- again, it's a
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probl em when you tal k over one another. And I know
this seens like an informal colloquy here, but the
reporter is still recording and we're on the record,
so if you can just try to be careful about that.

MR, OWENS: Thank you, Your Honor

Q Now, 542 is your open public nmeeting neno
in the case which resulted in RCC being designated an
eligible tel ecommunication carrier; correct?

A Correct.

Q Now, on page two, at the top --

A MM hmm

Q -- you describe the purpose for naking
designations at the exchange |evel, and you say that
it's to bal ance pronotion of conpetitive entry with
prevention of cream skimm ng, and then you go on to
di scuss what that is. So would it be correct that
you think cream ski mr ng, as you use the phrase and
t he concept here, is something to be avoi ded?

A Yes.

Q And then, in the fourth paragraph on that
page, you say, A woul d-be conpetitor is not required
to serve in every exchange of an incunbent conpany,
but it may not pick the densely popul ated part of an
exchange and ignore the | ess densely popul ated and

t heref ore hi gher cost |ocations.
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A Yes.

Q Now, would the Timm Ranch be within the
cl ass of places that would be considered | ess densely
popul ated and, therefore, higher cost |ocations
within the Bridgeport exchange?

A It would be, and it would al so be a | ower
revenue | ocation.

Q And you address that concept in the

footnote on the bottom of the page, high cost per

custoner served. |Is that sort of a correlative
concept --

A. Yes.

Q -- to lower revenue?

Q Thank you. And in the Comm ssion's order
in Dockets UT-970333 through 356, which were the
previ ous order designating wire line eligible
t el ecomruni cations carriers, you' re aware that the
Conmi ssion, in footnote 11, noted that there were
di fferences between wire |ine conpanies and w rel ess
conpani es that make strict application of set
standards to all conpanies difficult, but the
Commi ssion said that it will insist that al
conpani es provide quality service to all customers

within the designated service area for that conpany;
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correct?

A Yes.

Q And the Staff's position in this case
vis-a-vis what the Conm ssion should do with respect
to RCC is that the Comm ssion should not do anyt hing,
because none of the nanmed applicants has requested
RCC for service; is that correct?

A It's correct that none of the naned
appl i cants have asked for RCC service. | don't know
if | have made a reconmendati on anywhere in ny
testinmony about -- well, |I'd have to |ook at the
Decenber testinony, but what | have said is that |
think the wi ser choice woiuld be to | et a conpany
that, | believe just this very nonth, began
participating in the federal pool. There is no state
nmoney for it to build a network.

This may seem at odds with that footnote
fromfive years ago, and perhaps it is even at odds
with that footnote fromfive years ago. | would say
that, in five years, a great deal of activity that
had never gone on before in this state or any other
on ETC designation has occurred, including with
Wi rel ess conpanies, in that wireless -- after I wote
the nmeno, of course there was an open neeting and

found nyself particularly interested in and persuaded
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by the testinony given at that open neeting in June
by RCC about -- you know, the issue was, as they put
it, whether they agree on ETC designation and the
benefits of wireless service cone to rural Wshington
sooner rather than later, in a few years or in 2020,

I think was the quote.

And during the course of this case and
| eading up to nmy Decenber testinony, it becane clear
to me that | think the way to achieve that goal of
coverage and conpetition and all that can be achieved
through wirel ess service is to pernmit an ETC, and
particularly one that's just barely been designated,
to build its network. And I don't think it will need
the decades that wire |ine conpanies have had of
implicit and explicit support.

I think at some tinme it might be
appropriate for a Commri ssion to say, Now, what about
this particular place or that particular place, but I
don't know that that -- in fact, |'msaying, |'ve
stated in ny testinony that's not what should be done
with this case at this tine with RCC. In particular,
directing it to build one or two cell sites from 150
to 500, 000.

Q Let me see if | can ask a follow up

guestion or two on that answer. |Is it correct that,
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at least in part, the Staff's recommendati on to take
no action with regard to RCC i s based on your
testimony at page 23 of Exhibit 139-T, that no person
in the Taylor or the Tinm Ranch | ocations has
contacted RCC and requested service?

JUDGE MACE: |I'msorry, can you repeat your
reference, please?

MR. OAENS: Sorry, Your Honor. Page 23 of
Exhi bit 139-T.

THE W TNESS: The answer is yes, | think
that's an inportant consideration, although even if
that had been the case, | do not know that | would
have reached a different conclusion. | did not think
about that in making this recomrendation that it
ought to be permtted to build network in the fashion
that networks apparently are nornmally built, and
that's not for one customer at a tine or three or
four or five custonmers at a tine.

So in nmeking that recomrendation, | didn't
think to nmyself, Well, what if the Taylors or the
Nel sons or any of those other people had specifically
contacted them And then | think if | had thought of
that, | would have | ooked at the FCC decisions in
this area, and | think they seemto suggest that --

support ny view that it would not be the best policy



0594

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

to direct a wireless ETC right off the bat to take
care of this particular or that particular |ocation.

Q And do you think that this Conm ssion
shoul d treat regul ated conpanies that are simlarly
situated in a simlar fashion?

A | think there's a difference that cones
fromtechnology. Wth wire line, you're either at
the location or you're not, and it is built to one
customer at a tinme. Yes, networks are planned, of
course. You know, if there's devel opnent in an area,
one takes cogni zance of the whole group, not one
custoner at a tinme, but ultimately that's how the
service is provided through the technology. And so
think --

Q Excuse ne. Are you saying you can't answer
yes or no to that question?

A If you'll repeat the question, I'Il attenpt
to give you a yes or no answer.

Q Shoul d the Commi ssion treat simlarly

situated conpanies in a simlar manner?

A Well, if asimlarly situated conpany is a
Wi rel ess conpany that's an ETC to -- in conparison to
RCC, | would say yes. | would not say that Qwest,

for exanple, is simlarly situated, nor Verizon, to

RCC. | think there's a difference.
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Q Well, let me ask this. You have no
evi dence that any of the personnel or the residents
at the Tinm Ranch have specifically requested service

fromQnest; is that true?

A Well, 1've testified on that and | have
testified -- | can paraphrase -- that --
Q Well, et ne -- so you say it's not capable

of a yes or no answer?

A "1l say no.

Q It's not true?

A No person has contacted Qmest directly.
The person who knows the nost about these things at
the Ti mm Ranch location is a former enpl oyee of
Qvest. He knows that he lives in the Bridgeport
exchange of Verizon, and | believe he knows that if
he were to call Qwmest, he would not receive a yes or
no. He would receive a you're not in our territory,
so we don't even have to say no.

But | think it's clear, fromthe very
earliest testinobny, the material in this case, that
M. Nelson -- in fact, M. Nelson stated that it was
hi s hope that Qwest and Verizon would agree to trade
obl i gati ons each has where -- he knows fromhis
experience that Qwest has facilities closer to the

Ti mm Ranch and Verizon has facilities closer to



0596

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Turtle Lake. So he was clearly thinking about havi ng
Qnest serve him

Q You don't know what he was thinking, do
you, M. Shirley?

A Yeah, | talked to himabout that. W had a
conversation about that that |asted several ninutes
or nore in his truck the first tinme | visited there.
So instead of saying he was thinking about it, he
tal ked to ne about that. He stated that.

Q Well, he never said any such thing in his
deposition; is that true?

A | don't know that he -- | don't recall that
he did in his deposition.

Q And he hasn't filed a petition with this
Conmi ssion the way the Thonpsons did to have Qmest's
boundary changed, has he?

A No, he did not.

Q If there were two wire |ine conpani es who
were simlarly situated, should the Comr ssion treat
those conpanies in a simlar way?

A Yes.

Q Now, M. Nel son nmentioned in his
deposition, in Exhibit 171-D, at pages 10 and 11 --

JUDGE MACE: Just a nonent, please.

MR OWENS: |'msorry.
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JUDGE MACE: | think M. Shirley does not
have a copy of the deposition.

THE W TNESS: Thank you very nuch. Thank
you very much.

JUDGE MACE: Now, what page were you
referring to?

MR. ONENS: Ten and 11, Your Honor.

JUDGE MACE: Ten and 117?

THE W TNESS: Yes.

Q You nentioned that his closest neighbor to
the east was a business called Penial, P-e-n-i-a-I,
Ranch, run by Faith Mnistries, with three famlies
and a comercial fish farm ng operation on the river;
is that a fair paraphrase?

A Yes.

JUDGE MACE: Just for the record, it's
Frontier Mnistries.
MR. OAENS: Frontier Mnistries, I'msorry.

Q Now, did that suggest to you that there was
t el ephone service as close as three mles to the east
of where the Tinm Road intersected the Colunbia River
Road?

A. You asked that in the past tense, and the
answer is no. It does today, however.

Q So if the answer to the past tense is no, |
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assune that you didn't investigate whether or not

there was any tel ephone service three mles to the
east of the intersection of the Timm Road and the

Col unbia River Road; is that right?

A That's correct. Just |ike one of the other
witnesses in this case, | didn't grasp that at the
tinme.

Q And can you refer to what's been narked as

Exhi bit 5397

A Is that the Frontier Mnistries?

Q Yes.

A |'ve seen that, yes.

Q Okay. And just, can you accept, subject to

check, that if you went to the URL at the bottom of
that page, you'd see this Wb site depicting a
t el ephone nunber for that business on Omak Lake Road?

A. Yes.

Q And Oraek Lake Road and Col unbia Ri ver Road
are two nanes for the same road?

A Yes.

Q So does that suggest to you that there is
another wire line conpany sinmlarly situated to Quest
vis-a-vis this case, nanmely CenturyTel ?

A It suggests that. | don't know that it

confirnms that. | did talk to CenturyTel in the
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process of -- between Cctober 2001, when the petition
was filed, and January 9th, 2002, when the Comm ssion
started this proceeding. | spoke to them because, in
the petition for waiver, with respect to the Tayl or
resi dence, Verizon specifically nmentioned having
contacted Century itself to discuss having Century
serve and, with respect to Tinm Ranch, it
specifically mentioned Qmest.

And of course, | had net M. Nelson and he
had taken nme to where he understood, from 20 years of
being a fellow who buried cable in that exchange and
others, where the Qwest service was in relation to
t he hone.

| did talk to Century about the possibility
of serving the Timm Ranch, and | understood, rightly
or wongly, that it did not have service this close.
| understood it to be -- to have service 13 mles
away and, based on that understanding, right or
wrong, and it may well be wong, it seenmed to be at
| east twice -- approximately twi ce the distance that
| understood Qnest to be and, again, buttressed by
Verizon's approach of Qwest and the fact that one has
to get going on a case, | thought | had investigated
that and reached a proper concl usion.

Q But as you sit here today, do you fee
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1 there's grounds to inquire into that further?

2 A Not for me. Qwest brought RCC into this

3 case in June, and | think Qmest could have brought

4 CenturyTel into this case in June. So that's ny

5 answer .

6 Q Well, et me ask this. Wen you say no, in
7 terms of whether there is a simlarly situated wire

8 line carrier to Quest, you're satisfied that there

9 isn't, based on the facts as you know themtoday to a

10 certainty?

11 A No.
12 Q You' re not satisfied?
13 A You have given -- you have given ne cause

14 to wonder, but we're here now, the proceeding s on,
15 no one brought Qwmest into -- or CenturyTel into the
16 case.

17 Q And page -- in Exhibit 137-T -- may | have
18 a mnute, Your Honor?

19 JUDGE MACE: | don't know how many nore

20 guestions you have for the witness, but | was

21 t hi nki ng maybe you could go on to another topic, and
22 then maybe at a break you could try to find your

23 pl ace.

24 MR, OWNENS: Maybe | could ask a nore

25 general question.
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Q You make reference in your testinony, M.
Shirley, to state support that you state that Quest
and Verizon received for sonme of their exchanges; is
that true?

A That's correct.

Q And as you use that term state support,
are you referring to the elenent in termnating
swi tched access, which resulted fromthe Conmi ssion's
order to divide the previous term nating access
charge into a forward | ooking cost elenent and a
remai nder, which was then denoni nated universa
service fund charge?

A I"mtal king about the term nating sw tched
access charge that supports universal service, or
| TAC, in the case of Verizon, |-T-A-C

Q So you're not claimng that Qwmest received
any additional funds over and above the |level that it
was receiving prior to the tine its termnating
access charges were divided in that way to support
uni versal service when you use the termstate
support; is that correct?

A | don't believe | addressed that either
way. For the purpose of ny testinony, | -- to ne,
it's enough that there is a tariff that each conpany

has that is on term nating swi tched access that
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1 recoups an anmount determ ned under UT-980311(a),

2 whi ch was explicitly for universal service, and

3 whet her or not that -- there was any splitting or not
4 or anything that predated that, | think that's the

5 subj ect of other discussions and | didn't tal k about
6 that in ny testinony.

7 Q So you said you didn't talk about it one

8 way or another, so | think the answer to ny question
9 is -- which was you're not clainmng that there is

10 i ncrenental revenue, the answer to that is that's

11 correct; is that right?

12 A | didn't deal with whether or not there's
13 i ncrenmental revenue. There is an explicit anmount

14 recovered for universal service on term nating

15 access.

16 Q But that, | think you've agreed with nme, is
17 simply a subset of previously determ ned rates that
18 were set by the Comm ssion under a different

19 regul atory approach; is that true?
20 A | don't think I've agreed with you. |
21 think I've stated ny answer. That was not -- never
22 addr essed what happened in that regard or didn't
23 happen.
24 Q Well, do you know, then, | guess is ny

25 guestion, whether or not what you're calling state
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support is the result of sinply dividing the
conpany's previous term nating access rates into two
separate parts and calling one of them universa
servi ce support?

A. I do not think I know one way or the other,
and | certainly didn't testify about that.

Q You had sone discussion with Ms. Endejan
about your testinmony in Exhibit 139-T about average
cost pricing. I'msorry, that would be Exhibit

137-T, average cost pricing. Do you recall that?

A | recall that. \Whether it's in 137 or 139,
| can't --

Q No, | guess it was 139.

A I think it was 139, but | don't recall

Q Page 12.

A Page 12, thank you.

Q And one way to understand an average cost

price would be to take the actual costs of all the
extensions and add them up and divide by the nunber
of extensions; is that correct?
A That doesn't -- you didn't nmention price.
Q Well, if you set the price equal to that
average, that would be an average cost price for
extensions. That's one way you could construct such

a price?
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A. Right. | think so.

Q And you would agree with ne, wouldn't you,
that there was no evidence of that type. That is, of
a cumul ati ve cost of extensions added up and divi ded
by the nunmber of extensions introduced in the
rul e-making that resulted in the Comm ssion's |ine
ext ensi on rul e?

A. Correct.

Q And directing your attention now to Exhibit
540.

A 540.

Q That's your -- the open public neeting neno
that resulted in this case

A Yes.

Q And is that your open public neeting menp?

A Yes, it is.

Q And that's the docunent that you refer to
as the source of the statements that you attribute to
M. Nel son about his desire for Qwmest service; is
that correct?

A I think so. The actual source was ny
conversation with him and then | -- | believe |
i ndicated that in this neno.

Q Did you ever ask himif he would not accept

CenturyTel service?
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A. I did not. You heard ny |ong expl anati on
of -- about that, and so | never did talk to him |
can say -- nmaybe this will nove things along -- that

if I'"masked about an ultimte recommendation in this
case from Staff, it would be one that woul d perhaps
result in as |ikelihood of CenturyTel or Quest
serving or not serving the Timm Ranch

Q Directing your attention now to what's been
mar ked as Exhibit 541.

A Yes.

Q Did you wite this?

A | did wite this, May 1st, 1998. This is a
meno that | al so di savowed the conclusions | drew in
front of this Commission in October of 2002, when it
was presented to themin another matter.

Q But you did wite it?

A | did wite it.

Q Did you use your best |egal schol arship
when you did this menmp?

A I'd say, according to Jeff Goltz, | did
not. No, | would say | did not. That's why | have
said now twi ce before the Conmi ssion that | di savow
or do not agree with the conclusions | reached at
that time.

Q Are there sone cases that lead you to that
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conclusion that aren't reflected here?

A There probably are, since 1998. But |
woul d say it has much nore to do with learning a | ot
nore than | knew at the tine and a little less
hubri s.

Q Well, what specifically is in error about
this menmo, froma | egal standpoint?

A | haven't really reviewed this in a |ong,
long time, but | believe |I questioned the extent of
governnental authority to direct a conpany to go to a
particular place to which it mght not want to go and
serve.

Q And so it's that part that you say is in
error now?

A. W t hout having reviewed this in sone tine,
that's my best recollection.

Q But you're not aware of a specific case
that comes to the conclusion that your previous
anal ysis was wong; is that correct?

A Well, you nentioned the Thonpson case, and
this Commi ssion decided in that case, which cane
subsequent to this, that this Commi ssion does have
aut hority, under 80.36.230, to alter boundaries. And
if one alters a boundary, one -- you know, it goes

along with that one woul d expect would be a direction
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to go farther than what the boundary had been with
respect to a conpany whose boundary is altered.

Q That's the full extent of the case | aw that
you believe is contrary to the conclusion you reached
in this memo on that issue?

A It's the one that cones to mnd on the
stand at this tinme.

Q In Exhibit 137-T --

A Yes.

Q -- at page three --

A Yes.

Q -- you criticize M. Hubbard's testinony
about the costs that Qwest would incur in building
facilities to serve the Timm Ranch, as far as

mai nt enance and ongoi ng expense are concerned. And
my question is, at the bottom of that page, beginning
at line 19, you say, It's hard to determ ne why Quest
woul d have to add cross-country facilities in order
to foll ow Omk Lake Road to Tinm Road and then to the
hones on Ti mm Road.

But did you review the exhibit which has
been marked Exhibit 64 in M. Hubbard's testinony,
where he showed the route that Qvest would followif
it were to make this extension?

A I'mnot sure that | did. | think M.
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1 Spi nks handl ed nost of that.

2 Q But this is your testinony, where you say
3 - -

4 A Yes, it is.

5 Q So you have no reason to disagree with M.

6 Hubbard's engi neering concl usi on that Qwest would

7 have to place cross-country facilities if it were to
8 make this extension; would that be fair?

9 A Yes, but | also understand that those

10 facilities would follow the -- or parallel the route
11 now i n exi stence, and so whatever maintenance costs

12 there would be with cross-country, there would be --

13 that's -- but M. Spinks would have been able to
14 address this better. It is ny testinony.

15 Q Well, it's true, isn't it, that as Quest
16 has presented its evidence, there would -- if Quest

17 were to build this facility, there'd be two cables

18 where today there is just one cabl e?

19 A. That's correct.
20 Q So wouldn't it be true that there is at
21 | east conceptually twi ce as nuch opportunity for

22 there to be a need for maintenance due to the hostile
23 effects of the environnent on these buried facilities
24 with two cables paralleling one another as there is

25 for one?
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A. You asked nme at the beginning if I'm an
engineer, and |'"'mnot. But as a lay person, if there
are two cables and a dig-up occurred, it m ght
di srupt both of them and | guess that doubles the
mai nt enance, for exanple.

Q So when you testified, M. Hubbard cannot
have new concerns about w nter naintenance where
Qnest already has facilities, you would agree that,
at least in sonme respects, there is reason for
concern; is that true?

A In sone respects, but | think it's also --
| was attenpting to address in general the notion
that winter -- that Qwest doesn't experience w nter
mai nt enance throughout its territories in North
Central Washington, but as | have stated, it may add
toit.

MR. OAENS: | believe that's all the
gquestions that | have, and | would offer Exhibits 501
t hrough 542.

JUDGE MACE: |s there any objection to the
adnmi ssion of those exhibits?

MR. TRAUTMAN: No, Your Honor

JUDGE MACE: |'Ill admit them M. Harl ow,
do you have any cross?

MR. HARLOW Yes, Your Honor. Gve nme a
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moment .

CHAl RMOVAN SHOWALTER: M. Shirley, do you
need a break?

THE WTNESS: |'mfine. Thank you very

nmuch.

CROSS- EXAMI NATI ON
BY MR HARLOW

Q Good afternoon, M. Shirley.

A Good afternoon.

Q M. Owens has cross-exan ned you for a
while, but if you could recall fairly early on M.
Owens' question about whether the Comm ssion shoul d
consider ETC status. And | think the gist of it was,
it may not have been the exact words, in deciding
whet her to order |ine extensions under Rule 71. Do
you recall that |ine of questioning?

A Yes.

Q And you indicated you felt the Conmm ssion
could go either way on that?

A Yes.

Q And t hen, subsequently, M. Ownens asked you
about a Staff nmeno and concerns about cream ski mm ng
by ETCs?

A Yes.
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Q Do you recall that? And he asked you if
the Ti mm Ranch was an exanple of a high cost area?

A Yes.

Q And you said yes, but it's also an exanple
of a |l ower revenue area. Do you recall that?

A Yes.

Q That's -- with that background, | want to
focus on the potential revenues available to RCC, as
potentially available to Qvest, to serve the Timm
Ranch | ocation. Do you have that possibility in
m nd?

A Yes.

Q Okay. Let's start first with Quaest. First
of all -- well, let's start first of all with the
ki nd of revenues | assune would be available to both
carriers, and that would be regular nonthly rates?

A. Yes.

Q | assune Qnest woul d charge sonmething in
t he nei ghborhood of $15 a nonth, including federal
subscri ber |ine charge?

A O slightly nore.

Q And it woul d take many, many years to
recover the cost of extension fromthat revenue
source; is that correct?

A As canme out in Verizon's cross-examn nation,
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yes.

Q Do you have any famliarity with the
monthly rates that RCC nmight charge to serve these
residents in one of their regular rate plans?

A. Not specifically. | understand they woul d
probably be a bit higher, but I don't know for sure

Q I's the nunber $30 a nonth sonething you
remenber hearing?

A Yes, |I'mnot sure what that buys one. It's
not typically all the mnutes you can use in the

cellular world, but yes.

Q And t he cost range, you nentioned of 150 to
$500,000. It would |likew se take nmany, nany years to
recover the costs of -- with those rates?

A Correct.

Q Okay. What about -- | gather that both
conmpani es recei ve kind of general support. You maybe
heard the nunmber used in this proceeding of a little
over a mllion dollars, | think it's from Exhibit 53.
Do you recall that, for RCC?

A That RCC, during the course of 2003 --

MR. ONENS: |'m going to object to that
question wi thout sone identification of what both
conpani es nmeans, because the prior question nentioned

Qnest, and | don't believe Qnest is included in 53 as
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a recipient.

JUDGE MACE: Yes, | was not clear whether
you're referring to RCC and Qnest or Qwest and
Verizon, so if you could be nore clear, I'd
appreciate it.

MR. HARLOW |I'Ill revise it and we'll take
each conpany one at a tine.

Q Now, with regard to RCC, you recall that
RCC receives USF support of a little over a mllion
dollars a year, or excuse ne, has projected a mllion
dol lars for 2003?

A Correct.

Q And that's general support. That's not
specific to the Timm Ranch | ocation?

A Correct.

Q And they receive that regardl ess of whether
they serve those residents or not?

A Correct.

Q And | gather that Qwest receives support

through the -- through an el enent of the term nating
access charge of a little over $23 mllion a year?
A Correct, and that's a state charge, and the

one you describe for RCCis fromthe federal high
cost fund.

Q And |ikew se, that's not specific. It
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1 woul dn't change as a result of the Ti mm Ranch

2 service?

3 A Correct.

4 Q Okay. Now I'd like to focus specifically
5 on --

6 A. As it wouldn't change for Quest.

7 Q Ri ght .

8 A Correct.

9 Q I"d like to focus specifically on

10 i ncrenental support that the two conpani es m ght

11 receive

12 JUDGE MACE: Which two conpani es?

13 Q RCC and Qwest, okay. First of all, do you

14 have any understandi ng as to what RCC woul d receive
15 by way of increnmental support by serving an

16 additional five residents at the Ti mm Ranch | ocation?
17 A Yes, it would either be $8.50 or $8.70,

18 rounded off, per nonth, per line, and that is based
19 on the -- what's known as interstate access noney

20 that Verizon now receives. It comes fromthe federa
21 hi gh cost fund. Verizon must and RCC both nust state
22 that they will invest that fund only for the purposes
23 of universal service. They nmust declare that each

24 year.

25 Q And in the case of Qmest, if Qunest were to
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extend service under Rule 71, what incremental
revenues m ght Qmest seek to recover specific to the
Ti mm Ranch | ocation?

A Well, it could, at a mninmum seek to
recover the cost of the extension. The other issue
inthis case is could it receive some or all of the
rei nforcenent for doing that job, and it would be
Staff's recomrendation that if a decision is nmade to
redraw t he boundary under 80.36.230 and direct Quest
to construct to the Tinm Ranch, that it should be
permtted to collect all of its reinforcenent,
because that woul d be anal ogous to what the
Conmi ssi on has done when, for exanple, CenturyTel, in
sort of the seminal event that's led to all these
changes, went into an unserved area, an area that was
unfiled, it received 100 percent of its reinforcenent
dol | ars.

Q So just to put a dollar nunber on that,
Qnest could, if Staff's recommendation were foll owed,
coul d receive over $800,000 in increnental support to
serve the Ti nm Ranch?

A Yes. Let ne just say that that's not
likely to be Staff's first or primary recommendati on
but if Staff is asked for a recomrendati on about

that, that's what Staff would say, what | will say.
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Q Wuld it take many, many years to recover
that over $800, 000?

A The standard practice has been -- this
year, anyway, the standard has been a tariff lasting
12 nmonths, | believe. Century and Sprint and | think
the Verizon tariff that has been discussed in this
proceedi ng was for over 12 nonths, but | saw sone
not ati ons about three nonths, and that Staff who
handl ed that has had a death in the famly and is
unavail able, so it's either three or 12. | would add

t hat we have had conversations with Qwmest about --

Q I think you're going --
A Okay.
Q I think you've covered the question,

m ndful of the tine. Just to kind of wap up, what
about RCC? Could RCC recover costs in a sinilar
manner by some kind of access charge filing, recover
hundreds of thousands of dollars in 12 nmonths?

A No.

Q And why is that?

A Under federal rules, it's not permtted to
file an access tariff in the state.

Q Is the -- or are the recovery nechani sns
and the differences that we've just identified, are

those things that you feel the Comnmi ssion should take
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1 into account in deciding which carrier, if any, to
2 order to provide an extension of service or

3 i mprovenent of service to the Tinm Ranch area?

4 A Yes, | think | discussed that in ny

5 testi nony.

6 MR, HARLOW Thank you, M. Shirley.

7 JUDGE MACE: Ten-mi nute break

8 (Recess taken.)

9 JUDGE MACE: Okay. Let's be back on the

10 record and turn to the Commi ssioners.

11 MR, HARLOW | hope | haven't been hol di ng
12 you up, but it looks |like | had.

13 JUDGE MACE: You had indicated to ne

14 earlier not to wait.

15 CHAl RWOVAN SHOWALTER: | chose to wait.
16 MR, HARLOW Thank you, Madam Chai r woran.
17 CHAl RWOVAN SHOWALTER:  Sur e.

18

19 EXAMI NATI ON

20 BY CHAl RAOMVAN SHOWALTER:

21 Q M. Shirley, I'd like to start with the
22 rule itself.

23 A Yes.

24 Q And |'m focusing on (7)(b) of the rule

25 A Yes.
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Q And in particular, little two, that lists
the factors A through G that we will consider
A Yes.

Q And Ais the total direct cost of the
extension. For the nonent, | would |like to consider
the total cost and we can try to separate things out
later. But as far as Verizon's costs are concerned,
let's take the Timm Ranch first.

A MM hmm

Q Is there a disagreenent at this point in
time as to what the total costs would be?

A | don't believe so. | think it's 881, 000.
I's that about right?

Q Ckay.

A. It's in ny testinony, | know, and
subtract reinforcement, but | use a total, and
think that's a total that Verizon uses.

Q Al right. And is the same true for the
Tayl or Ranch, that the parties are generally agreed
on Verizon's cost for the Tayl or Ranch?

A Yes.

Q Not the ranch, but the --

A. You know, the job that they' ve sort of
pencil ed out in engineering fashion, | think we agree

that if you went that many mles -- we nmight have
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concerns about why they'd have to go that many mles
or whatever, but that's another story.

Q Al right. But what I'mtrying to do here
is discern sone of the differences and ask you about
sone of the differences, but ny understanding is, as
to the costs of the projects for Verizon, there's not
substantial or even any di sagreenent?

A | guess no real disagreenent.

Q Okay. Now, part of that total cost is
direct and part is reinforcenent costs, so | don't --
let's just focus on the direct for the tinme being.
I"mjust looking at this rule conceptually. |f you
hol d constant the net effect of B through Gin any --
let's just say we have ten cases and the net effect
of the pros and cons and costs and benefits of B
through G are the sane in all ten, isn't it the case
that, as the cost increases in A the likelihood that
a waiver is warranted al so increases?

A. Al'l other things being the sane?

Q Ri ght .

A And the ability to recover being the same?
Q Ri ght .

A. Yes. \Whether or not you reach that

threshold with the tenth one is not ny decision, but

yes, assuming the tenth is the higher of the one



0620

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

t hrough ten.

Q Right. Wich is just another way of
saying, isn't it, that the proportionality of tota
costs or total direct costs to the rest of the costs
and benefits is probably the central thing we need to
wei gh in determ ning whether a waiver is justified or
not. Would you agree with that?

A | guess | don't agree, because | believe --
I don't think you're going to find ten extensions
that are so simlar in every respect that that's
going to be the case. |In other words, | guess |I'm at
this point saying | think they're all going to be
conpl ex and varied and there's a nunber of factors
and we have quite a record here, and so | guess |
agreed at first, yeah, if it's as sinple as
everything fromB through Gis equal. But what |'m
saying is when you get down to really making a
deci si on about a case that involves people and
whet her or not they're going to have the sane
communication ability as others, it's just -- | don't
think you're going to find ten that are alike.

Q Well, let ne say, we're not talking about
this case. | won't even speak hypothetically. Let's
speak theoretically.

A Okay.
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Q Is a cost that might be ten tines average
or a hundred times average going to be a significant
factor in our weighing of these factors? Do you
thi nk we should wei gh then? Mybe that's nmy first
question. Do you think these are factors that we
need to wei gh agai nst each other in |ight of other
val ues and | egal constraints?

A I think that that is a reasonabl e approach
but I think it needs to be coupled with the broadest
vi ew possi bl e of tel ecommunications in Washi ngton and
the opportunities that so many people have to be a
part of the public switched network. And | don't
think, for exanple -- let's say -- you spoke
theoretically. Let ne go back to the case.

Let's say the Tinm Ranch, at $881, 000,
woul d be the npst expensive total for -- of any,
ever, or at least up to this point and foreseeably.
I'"m not sure that, for exanple, that necessarily
disqualifies -- you know, that you say, Well, it's
the nost expensive ever. How can it not be the one
that neets the waiver.

Q No, that would involve howit is offset
agai nst other factors; isn't that the case?

A Ri ght .

Q But inplicit in -- 1 think it was your
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1 answer. Let nme ask it nore sinply. Should we

2 consi der the cost of the project when thinking about
3 whet her Verizon is entitled to the waiver?

4 A Well, the specific factor is the tota

5 direct cost of the extension. And what | would say,
6 it really ought to be the total direct and indirect
7 cost of the extension and, mnd you, that extension
8 is not -- you know, as we define direct cost of an

9 extension in the rule, as this rule does, it does not
10 i nclude reinforcenment. So when you | ook at the

11 total, you're also looking at the reinforcenent.

12 As | discuss in my testinony, there is an
13 amount of noney in the various rates that phone

14 conpani es receive, and even ones that don't receive
15 rates, an RCC, it chooses its own rate, but certainly
16 it must choose a rate that allows it to nove forward
17 to do the things it needs to do to maintain and

18 upgrade its network, that those -- that those go to
19 the conpany, and if they aren't spent on

20 rei nforcenment, whether it's for reinforcenent

21 associ ated with an extension or reinforcenent in

22 downt own Everett, then custoners have paid for

23 sonet hing and that expenditure is not being nade for
24 t he purpose, so --

25 Q Well, et me -- | want to stop you there
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I think I"mfollow ng what you say. Are you saying
t hat because conpanies -- Verizon gets rates that
cover general expenses, including reinforcenent
costs, for exanple, that nmeans every extension should
be granted regardl ess of cost?

A. No, | think it neans you don't |ook at the
total cost, or you may choose not to | ook at the
total cost, and the reason why you m ght choose not
to Il ook at the total cost is because if Verizon gets
a-- thisis aterribly | ow nunber, but a sinple
nunber. If it receives a mllion dollars a year in
its various rates intended for it to spend on
rei nforcenment network upgrades and it spends only
$900, 000, then my understanding is that that nopney
essentially becones earnings. So if Verizon were to
say, We categorically have spent our nmillion dollars
and, you know, it's Decenber 31st and this is the
last job or, you know, whatever, so we would -- we,
Verizon, would be paying for the reinforcenent costs,
t he sharehol ders woul d be, then nmaybe under that
circunstance you'd | ook at the total cost.

But if it has an anobunt -- if it receives
sone sum of noney and it hasn't -- for reinforcenment
and it hasn't spent that noney and if it's got nobney

in the kitty, noney sufficient, say, to do the Timm
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Ranch or the reinforcenent portion of the Timm Ranch
then | don't know why that should be used as a factor
to say it gets a waiver.

Q All right. So that you're saying, as |ong
as Verizon has noney in its budget that was supposed
to go to reinforcenent costs and it hasn't spent them
all, then, on a first come, first serve basis,
really, we should not consider in a waiver
rei nforcenent costs, because, at whatever point we're
considering it, there's still noney left allocated to
that function; is that what you're saying?

A And for exanple, let's --

Q Well, is that what you're saying?

A. Yeah. And the proof here is let's say that
amount was $100, 000, and it was facing 20 extensions
each to 20 people with $5,6000 of reinforcenment.
Certainly not a sumthat, in the context of this,
woul d seemto raise everybody's concern. That would
still add up to $100, 000 of reinforcenment. Granted,

it would serve nore, but what | think we would al

expect them-- | would expect themto spend the
hundred thousand to do those extensions. If it
happens to be all in one -- | grant you there's other

factors here, if it's fewer people that you | ook at.

And |'m not saying that having not | ooked
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at -- if you take reinforcenment out, don't |ook at
the total-total costs, but just the extension costs,

I''m not saying you can't reach a decision in favor of

a waiver. |'mnot advocating that, of course, you
know, but --
Q Well, I know. [I'mjust trying to detern ne

what you think we should be balancing in this case.
And what | hear you saying is we should not consider
rei nforcenent costs for Verizon, because Verizon
hasn't spent its budget on -- allocable to
rei nforcenent costs. That's what | heard you say.
Is that what you --

A Yeah, |'m unaware of any testinmony in this
case that it has spent or will spend all of its
rei nforcenment dollars to do the Ti nm Ranch

Q Al right. Well, meaning curulative;
right? 1In other words, | assune that no project
woul d take up all of the reinforcenent costs?

A. Well, yeah, but this sonehow pushes them
over -- you know.

Q No, | understand.

A It may be hard to determ ne how nuch, but
they get sone anobunt, and that's all they get on an
annual basis.

Q Al right.
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A. And there was no testinony that doing
ei ther of these extensions pushed them beyond that
anount. It may -- obviously, it takes up nore of
what they have.

Q Well, then, that |eads to another area of
inquiry, but let's stick on reinforcenent costs and
budgets and allocations for them Budgets are
general and they don't hook up case-by-case with
expendi tures?

A Correct.

Q So | presunme that -- |I'Il ask the question
Wul d a budget or an amount allocated to
rei nforcenent costs anticipate let's say extrenely
expensi ve reinforcenment costs versus sonme kind of
average? That is, should it nmatter that there's a
particul arly expensive project as long as there's
still noney in that budget or, on kind of an ongoing
basi s, the conpany needs to know what to anticipate
to put into its budget --

A Ri ght .

Q -- for extensions, and so here we are kind
of setting the standard. Which way should it be?

A. Well, first, a comment on budgets. They're
a plan chosen by the conpany, and | think that one

m ght | ook at the -- at several tel ephone conpanies
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and their history and say that, at different periods,
t hey have val ued different things and they have
budget ed accordi ngly.

We went through a period in Washington in
the early '90s where | believe a |ot of people felt
that at | east one conpany was not budgeting nearly
enough to reinforce its network in places even |ike
Seattle, let alone a rural area with | esser demand,
and now | think some people nmight say that that
particul ar conpany's plans are different and it
budget s nore.

Now, what it was doing with the noney when

it wasn't investing it in the network, | don't know
if it was going to profits, I don't knowif it was
goi ng sonepl ace el se, but -- so those are choices.

Just to say, Well, a conpany says their budget's
tight or their budget's this, well, that just says
t hey nmade a plan and --

Q Well, yes, but aren't their budgets
appropriately pegged to what the Comm ssion is going
to require?

A That shoul d be the case, yes.

Q And so in this case, aren't we deciding
whet her a quite expensive project is or isn't

appropriate to do?
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A. Yeah, | forget the exact nunbers, but if
you do not grant this waiver, you would, in effect,
be sending a signal, if not sonething nore direct
than a signal, that, Verizon, you need to plan to
spend X, you know, couple, 300,000 is the -- 309, 000,
I guess is the reinforcenent anmobunt of the two
conbi ned.

Q Well, 1'm Il ooking much beyond that project.
If we say yes, this is a case that is not appropriate
for a waiver, isn't that at the sane tine a signa
that simlar cases, recognizing that every case is
different, but the proportionality that is in this
case of cost to benefits dictated denying the waiver
in this scenario, and so that, in simlar situations,
let's say rural extensions of few custoners --

A MM hmm

Q -- that if the case can be nmade that the
benefit cost ratio is better in those cases than this
case, it would be a signal that those will be
approved and, therefore, the conpany had better plan
that expense in its reinforcenent budget. Is that
generally correct?

A Yes, and | think it also has another
alternative if it is worried that that's going to

|l ead to sonme circunstances that does absolutely tax
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it, and that is to |look to do what it is in the best
position today, which is to see if there really are a
nunber of other Tinm Ranch circumnmstances out there
and conme to the Conmi ssion and, based on that,
perhaps argue for different funding mechanisnms. It
could ask the Conmi ssion to reconsider the
rei nforcenent .

| suspect that if -- if Verizon could have
recovered its reinforcenent along with its extension
cost for this -- either of these, we m ght not be

sitting here. So you know, in the rul e-nmeking, Staff

advi sed --
Q I"'mlosing nmy train of thought. This is ny
problem by the way. |It's just that |I can't hold

t houghts in ny mnd --

A I'msorry.

Q -- through a long answer. So | just
appreci ate short, short answers --

A. Okay.

Q -- if possible. Were was |?

MR, OVNENS: You were tal king about sending

a signal by your decision in this case to people
about how nmuch they woul d have to budget for
reinforcenent in the future, given simlar sized

extensions, sonmething |ike that.
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Q Ch, well, it's that -- | think partway into
your answer, it triggered nmy reaction that isn't the
bottom | i ne whet her other ratepayers than the
i ndi vi dual customer should pay for -- let's call them
expensi ve extensions? That is, it's either Verizon's
rat epayers or access charge payers or universa

service fund payers; is that correct?

A. Yes.
Q So | nean, if you |l ook backward and say is
there budget to do this, it's one thing. |If you |ook

forward, aren't we really asking that same old
gquestion, which is is this a reasonabl e expense, not
really so much for the conpany, but for others, al

of the subsidizers, if you want to call it that. |Is
it reasonable for subsidizers to pay this expense.

Isn't that what we're really weighing here?

A Yes, and |'m prepared and have said that,
in these two particular instances, | think there are
factors that weigh on the side of yes, it is. |'m

not saying that, with identical dollar anpunts, one
m ght not encounter a set of circunstances where
concei vably the Commr ssion would make a different
choice. |1'"msaying that the dollar amunts coupl ed
with the various other factors and all the other

consi derations weren't a decision not for a waiver,
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but --

Q Al right. For you, when you add up the
pl uses and m nuses, you think that the benefits --
that the benefits outweigh the costs in a public
i nterest sense. Therefore, Verizon's waiver should
be denied; is that correct?

A Yes.

Q But focusing again on A let's deal with
the direct cost this tinme, not the indirect cost. Go
ahead.

A I'd love to take that answer that | just
gave and take it into subsection five of this,
because it's nore than a sinple -- my answer to your
question is nore than a sinple deny the waiver. It
has -- it has three parts, if you will, that | would
recomend.

Q Well, but, actually, all | really want to

know i s do you think Verizon should have to pay these

costs? Should Verizon -- should Verizon be granted a
wai ver ?
A No.

Q They shoul d not be granted a waiver?
A. They shoul d not be.
Q Okay. Getting back, then, to the direct

cost, that's -- do you agree there that the nore the
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direct costs are, the nore difficult it becomes to

justify the expense, all other things being equal?
A All other things being equal, and you know

ny answer is then but | don't know that that really

occurs in reality, but yes.

Q Do you know of fhand the average | oop cost
in zone -- in Verizon's Zone Four?
A Well, | can get close to that pretty

quickly with the exhibit attached to nmy April 17th --
was it 131-T? |It's Exhibit 133, Exhibit 133. And if
you turn -- the first page is just a copy of the
front page of 980311. Then there's an estinmated cost
for three conpanies, GIE, Sprint, US West. Those are
statew de estimates of costs per |loop. And then the
next page, Appendix B-1, page one, is the |abel at

t he upper right-hand corner, and it has the estimted
cost per | oop from 980311.

So you |l ook at -- just picking them out
quickly, and I'Il name only three or four ones that
have been di scussed here. Bridgeport and Brewster
are next to each other, they're line nine and ten.
Brewster has an average cost of 43.47; Bridgeport,
113.43. Then let's go to Mansfield on the next page,
line 43, $447.09. Mansfield is right to the south of

Bri dgeport exchange. And then there's -- another one
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1 mentioned is Mol son-Chesaw, 47, the cost is $450. 44.
2 And to do it properly, | suppose one would
3 do a wei ghted average, we'd have to | ook behind this
4 to the number of access lines. But you see the

5 spread and how high it gets. Renenber, these are

6 averages within an exchange. So in Mansfield, there
7 could well be a line, the cost of which is seven,

8 ei ght, $900 per nmonth. And if you nultiply that by
9 -- say 800 tinmes 12, 8,000, $9,000 in one year of

10 support for that line alone. Pretty quickly, it

11 starts looking like, in a year or two or three, you
12 have the sane anount that we're tal ki ng about for the
13 Tayl or.

14 Q Ckay. You've gone way beyond ny question

15 My question, perhaps it's an inappropriate question

16 | asked about zones.
17 A Ckay.
18 Q | asked about Verizon's |oop cost in Zone

19 Four, which | think is the whol esale cost. That's

20 what -- | was referring to that.
21 A Okay. Pardon ne.
22 Q So in other words, | assume Bridgeport and

23 Brewster are in Zone Four?
24 A | believe so, but I am not absolutely

25 certain.
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Q And what | was asking --

A Mansfield woul d be.

Q I was asking for what the cost -- the
whol esal e | oop cost for Zone Four is?

A Because of the case with the CLEC fromthe
Wenat chee area, if you recall that, my recollection
is they said they were paying sonewhere in the 40 or
$50 per | oop whol esal e.

Q Al right. [If you don't know, that's okay.

MS. ENDEJAN.  Your Honor, | don't mean to
interrupt, but that cost is on file with the tariff
with the Comrission. W can go get it, if you'd like
it.

JUDGE MACE: O we can nmeke a bench
request .

Q We can find it. Wat | was trying to
figure out is whether Bridgeport and Brewster's
average cost, |oop costs, were, you know, high or |ow
within the Zone Four average. And | might not be
conparing the appropriate things. Wat | was | ooking
at, actually, is M. Spinks' testinony, which is 111,
page four.

A. Sonmebody's going to get that for nme, but go
ahead with your question, and I'll do ny best.

Q Well, it says the average |loop cost in
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Brewst er exchange is $57.18 a nmonth. Now, | don't
really know why it is different fromthe exhibit you
just pointed out, Exhibit 133-B, in which it says
43. 47.

A. And | don't know either. The only thing
can understand is he tal ks about Staff's origina
cal culation, and |'mnot sure that, in a decision in
980311, the Comnri ssion accepted Staff's cal cul ation
unless it's different.

Q Al right.

A But --

Q Well, first, are these neasuring --
purporting to measure or report the sane thing? Are
we tal king about the same thing here, average |oop
cost in Brewster exchange, and this other one is

esti mated cost?

A But for the discrepancy, | would think so,
but I don't --

Q Okay.

A -- know.

Q That's okay. All right. You would agree,
I think, that at |east conparing the cost of this
| oop, the Timm Ranch | oop --

A Yes.

Q -- To the average, average --
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Yes.

in Brewster --

> o >

Q -- the Timm Ranch is a very, very high,

several or many multiples of the average; is that

right?
A | believe -- | don't know if it's multiples
or not. | know it's higher at -- what |I'm struggling

with is how one goes fromthe cost of the |oop, tota
cost, and reduces that dowmn to a nonthly -- | nean,

it's not a conparison of 881,000 to 43, | don't

bel i eve.

Q Well, | think we |earned that there --

A. This is the cost to operate it per nonth at
$43.

Q Okay.

A It's not a one-time cost, as | understand

it. So you can't conpare the one-tine cost of

881, 000 to 43.

Q Well, maybe | just should not ask you about
his testinony. | think what I'mtrying to get at
conceptually is that the -- while averages are

averages and can involve --
A W de di spersion froma nean.

Q That this cost of the Timm Ranch woul d
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surely have to be on the outer edge of the bel
curve? But you don't know, one way or the other?

A | don't absolutely know. And Staff has
never suggested it's sonmehow i nexpensive.

Q Al right. Let's see. |'mjust marching
t hrough your testinony, so these questions nay not be
| ogical, not that your testinony's not |ogical, but
your questions are not in any particular order. |If
you could turn to Exhibit 131-T, page five?

A Yes.

Q And here you're quoting fromthe
Conmi ssion's order that authorized the rule.

A Yes.

Q And |'m | ooking at lines nine through ten
whi ch says, In many instances, there are groups of
peopl e who are without service. Exanples range from
as small as a dozen households to as large as 175.
Woul d you agree that, in this case, the nunber's even
smal l er than a dozen for each | ocation?

A Yes.

Q And then, on lines 18 and 20, the order
says that people who do not have wire line
connections typically have no access to wire lines --
Wi rel ess tel ecomuni cations, or that is not

sufficiently reliable.
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Do you agree that the custonmers in question
do have sonme degree of wireless tel ecommunications in
this case?

A In the case of the Tinmm Ranch, | think the
testi nony was that each and every househol d had
service from Verizon Wreless, but that none of them
could use it at their household. They m ght have to
drive two, three, five niles, that it varied
dependi ng on the atnospheric circunstances, so --

Q But didn't we get sonewhat conflicting
testinmony fromthe Verizon folks, | believe, the
Wi tnesses, in terns of what they were able to do when
maki ng a call?

A. Well, Verizon, in its petition for waiver,
said it attenpted to get a cell signal at the Timm
Ranch, or maybe it said at the Nelson location. It
said a location, it was one of those two, the ranch
is big, but the Nelson hone, and that it could not.

Now, to be fair, subsequently, after three
or four visits and putting in an antenna and a
particul ar type of service, there is -- | don't want
to get into hearsay. 1've talked to M. Nelson, but
there is sonething nore than driving three mles to
make a wirel ess call at his honme, but there's

sonet hing | ess than al ways conpleting a call or --
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again, I'mnot trying to -- |I've spoken with him but
if it's hearsay the Comm ssion would like, | wll
gi ve hearsay, but otherwise |I'll stop there.

Q Is what you're saying is that the

communi cati ons through wireless are better today than
they were when you first started looking into this
case and the first information was taken fromthe
applicants?

A Yes, but | mght say they're better in a
way that a car that starts three or four days a week
is better than a car that doesn't start any day of
the week. That's a --

Q Is that roughly the ratio, that things only
work three or four out of seven days?

A. Well, why don't | just give the hearsay and
you deci de.

Q Al right.

A I have spoken to M. Nelson and he has told
me that his experience has been service that cones
and goes by sonetines as nuch as not available for a
couple days in a row, and then available for a couple
days in a row, and that its quality varies from you
know, fine for the length of the call to dropping
calls, sone difficulty in hearing. That's ny

under st andi ng of what he told nme. It is -- you know,
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he doesn't have to drive three nmles on the days that
it works.

Q Al right. Could you turn to page six, the
next page of Exhibit --

A Yes.

Q -- 131? You were asked sone questions
about your testinony about tariffs being designed to
di scour age customners.

A Yes.

Q And | just wonder if you today think that
is the appropriate word to be using for Verizon's
prior tariff?

A Well, | was al so asked about whether or not
they recovered costs, and these two go together
I'"l'l be as brief as | can. |'ve heard you. |In July
of 1999, Verizon put forth a tariff that would have
required eight custoners to pay $1,800 per tenth of a
mle, replacing one with $440 per tenth of a mle,
based on what it said in its testinony was a
conservative estimte of its costs, that it needed
$1, 800.

It's not unfair for a company to seek -- to
recover costs, and whether or not that anount
di scourages custonmers or not, if that's the cost,

that's the cost. But in -- it took that tariff back
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and in Novenber filed another tariff, a tariff that
only sought the same $440 per tenth of a mle, so the
change was not in the rate. It backed off of what it
had said it needed to recover, and it only changed
the one-half mle allowance to one-tenth and nade
clear that there was not pooling the way Staff had
perceived it in that tariff.

So that conmbination tells me that it, one,
wasn't going to insist on recovering its costs by
defending a tariff at $1,800 per tenth of a mle, and
that it either was willing to live with the
consequences of that or believed that, even at $440,
there woul d not be many peopl e, nonethel ess, and
there's testinony in Kay Ruosch, at page nine --

Q M. Shirley, | have to say you again are
straying very -- | have to think you can give a nore
conci se answer to ny question

A I think the Decenber 10th -- the Decenber
tariff that was allowed to go into effect, based on
that exchange we've all heard about, was not designed
to recoup costs, and that | think one could infer
that Verizon believed it would di scourage enough
custoners that it would not be harnmed by a tariff
that did not recoup its costs. It, Verizon, would

not be har ned.
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Q And are you saying that if a conpany files
a tariff that does recoup all of its costs, as
percei ved by the conpany, that it would neverthel ess
have an incentive or a reason to discourage
custoners?

A. I"'msorry. One nore tine.

Q Well, | nean, it seens that there are two
variabl es here. One is whether a custonmer does or
doesn't take advantage of a tariff and the other is
how much the conpany gets in that situation. And
dependi ng on what the conpany gets, it may or nmy not
want the custonmer to apply, because, if the conpany
doesn't think it's getting enough, it wouldn't want
the custonmer to apply?

A Correct.

Q But do you think -- isn't it nore a case of
what the conpany does or doesn't think recovers its
costs appropriately, rather than whether the customer
is or isn't a custoner, because if the conpany was
recovering the costs that it thinks it should, why

would it object to having a customer? |n other words

A It wouldn't.
Q -- isn't this really about whether cost

recovery is adequate; not whether people are
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1 di scouraged or should not becone custoners?

2 A | believe it -- that one could infer that
3 it believed that, by reducing the allowance from

4 one-half mile to one-tenth, but that neverthel ess

5 letting the $440 per tenth-nmile recovery fromthe

6 custonmer would be in the sane -- that it would --

7 that it would not be in jeopardy of |osing that

8 anmount of money from 440 up to 1,800, which it said
9 conservatively is what it needed to cover its cost.
10 Q If you could turn to Exhibit 132

11 Actually, it mght be better to turn to Exhibit 138.
12 A. 138, yes.

13 Q I think these both involve the sane

14 situation, possibly.

15 A Yes.

16 Q In this Cedar Ponds agreenent between the
17 Staff and the conpany, was there any adjudicatory
18 proceedi ng going on with respect to this issue?

19 A. No, no request for a conplaint, no request
20 for suspension of tariff had occurred.
21 Q So the Staff was not a separate party from
22 t he Conmi ssi on?
23 A. No, we were not. | think a docket m ght
24 have been opened, but that's different than a

25 proceedi ng.
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Q And did | hear you earlier say that this --
the Staff and the conpany di sagreed on the
appropriate interpretation of the prior tariff; is
that correct?

A. Wth respect to pooling, yes.

Q But in this case, the Staff and the conpany
agreed to a project under a nechanismthat was nore
simlar to what the Staff felt was appropriate under
the tariff than what the conpany interpreted it to
be?

A Pool i ng, essentially the result of applying
the pooling and adding serial one-half nmiles, neant
that the custoners would not incur any cost at $440
per tenth-mle.

Q But that, also, the conpany was careful to
say that it was not agreeing that the tariff would
require it to performin the way that it was going to
perform for Cedar Ponds?

A. Right, that the -- right, that it would no
| onger pool, as Staff believed it needed to under the
tariff that was replaced by this one.

Q Okay. VWhat -- did this matter ever cone
bef ore the Conm ssioners?

A In the sense that the -- | think the open

neeting date was Decenber 3rd, and the tariff was on
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the no action agenda and becane effective, | believe,
on Decenber 10th, 1999. What's interesting, also,
about this tariff --

Q Actually --

A Sorry.

Q -- I"'mnore interested in whether the
Conmmi ssi oners were consul ted about this agreenent or

the Staff's interpretation with respect to Cedar

Ponds?
A. If | get a chance to check with Dr.
Bl acknon, | will. M recollection is that he would

have tol d the Comm ssioners about this, but | cannot
say for a certainty, and | certainly cannot say
exactly what he would have told you at that tine.

Q Do you agree that this letter, and perhaps
there's sonething that went on on the no action
agenda, does not constitute the Comm ssion's approva
of the fornula that's in this agreenent?

A. Yeah, | agree that -- well, maybe sonebody
could take issue with this, but it certainly is not
in the nature of, you know, a settlenent of a case
where the Comm ssioners sign an order. In that
sense, no, | don't think it represents the Comm ssion
itself giving its stanp of approval to the terns, the

trade, if you will, nmade in this letter.
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Q If you could turn to page eight of Exhibit
134-T?

A Ei ght of 134-T. Wiile | do that, my | say
that, on the record, there was sone question about
whet her Staff believed that GIE had borne its end of
this bargain, even though it was not official with
the Commission, and it certainly did.

Q Yeah, |'m | ooking at page eight of 134-T.

A Yes.

Q Li nes six and seven, then also 21 and 22
tal k about what this proceeding is about. And six
and seven says, The object is to determnmine who will
serve several citizens. And later, Staff is asking

Commi ssion to consider requiring Qwest to serve them

A Yes.
Q On six and seven, isn't -- aren't we al so
deci di ng whether -- well, Verizon will serve these

citizens, or do you think it is sinply a matter of
who?

A No, | did not nean to suggest that the
Commi ssion couldn't grant a waiver. And if | could
read all the pages before and after, maybe | -- but
it's certainly not ny intention to suggest that one
outcone could not be a waiver and no conpany havi ng

any obligation.
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Q Al right. And then, with respect to lines

21 and 22, is there a pleading in this case that is

asking for a boundary |ine adjustnment or -- | am
aware that Qwmest has -- excuse ne, that Verizon has
requested a waiver of its obligation. 1Is there any

pl eadi ng that puts any other issue, other than issues

that reflect on that issue, is -- what's in front of
us?

A Yeah.

Q So far, what | knowis the issue in front

of us is is Qwest entitled to a waiver?

A Staff --
Q Excuse nme. Verizon. Sorry.
A. Staff -- at the open neeting that comrenced

this proceeding, the waiver was filed and the
Commi ssion had to deal with the waiver and we
recommended a proceedi ng, and Staff reconmended
joining Qvest at that time. And the typical course
of events, if all the paperwork had been done
correctly, Qwest would have been served with the
prehearing conference order, as Verizon and Staff and
Public Counsel were. It was not.

So the first prehearing conference canme, no
Qnest, at least not officially, and then Staff noved

to include Quvest. And to include Qunest for the
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pur pose of asking the Conm ssion to consider -- see,
at that time we knew that Qvest was in the vicinity,
believed that it was approximtely three tinmes closer
interms of its having facilities sonewhere between
four and a half and seven niles away, rather than 23
m |l es away, approximately, as Verizon's case. So it
seened that it mght be reasonable to | ook at whether
or not 80.36.230 could be used to nove the boundary
if there were some substantial difference.

In other words, the object being serve the
Ti mm Ranch, do not |et the existence of --
hypot hetical. Conpany A is across the boundary, but
it would only take $20,000 to get there. The conpany
with the obligation is $2 mllion away. Do you |et
the boundary stop service when it would only be
20,000 for Conpany A if you nove the boundary or
direct them across or they volunteer to go across.

Q I get the issue conceptually, but one way
is that the proceeding is whether the incunbent
conpany, whose territory the job is in, should be
obligated to serve, in which case it may be rel evant
to that consideration whether there are other
met hods, but that's not the same as a proceeding to
deterni ne whether the second conpany or third has

that obligation. 1'mjust asking you --
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1 A. I think they're different questions.

2 Q -- do we have a pleading in front of us

3 that puts directly in front of us whether Qnest is

4 obligated or can be required to change its boundary?

5 Are we in a boundary |ine adjustnment proceedi ng or

6 are we in a waiver proceeding in which it may be

7 rel evant that, for exanple, soneone has cell phone

8 service or that it may be avail abl e?

9 A | believe we're in both. | believe -- |
10 don't have the Staff notion to the Commrission to join
11 Qnest in front of ne, so |l'm--

12 Q Al right. Onh, if you could turn to

13 Exhi bit 139-T.

14 A Yes.
15 Q Page -- well, just a mnute. Page 12,
16 lines one through four. This was the discussion we

17 had a couple tines about average cost pricing.

18 A Yeah.

19 Q And | wondered whether the nore appropriate
20 term m ght be socialized cost, because, to ny way of
21 t hi nki ng, anyway, where a price does not include

22 certain costs and those costs are subsidized by -- in
23 a much nore general way, that's what | would cal

24 soci alized cost. An average cost price, | think is

25 nore correctly dividing the nunber of projects by --



0650

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A. Ri ght .
Q -- the total cost.
A | agree with you. | use this term because

I was thinking that we woul d use average cost pricing
to refer to the nonthly rate of 12.50 for Qmest or 13
for Verizon. Everybody pays the sane when they buy
the good, 500, 40 tines the basic thing. So |I think
your termis quite fine.

Q Dr. Duft was the mmin person tal king about
cattle ranches.

A Yes.

Q But does it matter what kind of activity
exi sts near residences? O in other words, supposing
this weren't a cattle ranch; it was a wheat farmor a
fishing resort. Does the type of economc activity
-- the type of activity that resides or that occurs
somewhere make any difference in whether we should be
granting a waiver or not?

A. | think it does, because the rul e speaks
specifically. It's -- and generally, the rule says
for business purposes. For exanple, if someone went
to where the Timm Ranch is and said, | want to start
an i nsurance sal es conpany, you know, hang out ny
shingle and sell insurance, they'd have to pay the

full cost of getting an extension to them
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In the rule, in the definition of prem ses,
because, one, the obligation without a waiver is to
extend to a premi se, nmeaning a residence, basically
means any structure that uses a residence, including
farmhouses. And the purpose of that, as | understood
it at the tinme the rule was adopted, to not exclude
farms, ranches, agriculture, because certainly they
are economc activities, but they are, if you will,
somewhat pl ace bound.

The real estate agent, the insurance agent
m ght like to be off soneplace, but they can do that
in downtown Brewster. The cows, the farnming of the
corn and silage for the cows can't occur in downtown
Brewster.

Q Can you just point nme to that |anguage?

A Yes. On the -- the rule begins with a | ong
list of alphabetical definitions. One is prenises.
Prem ses neans any structure that is used as a
resi dence, including farmhouses, but does not include
predom nantly commercial or industrial structures.

The reason for that second clause is let's
say you have a gas station out at the junction, you
want to build a gas station out of the junction and
you're going to put an apartnent upstairs, and then

call and say, Well, | want a line extension to ny
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residence. Well, | think the conpany could rightly
say no. That apartnent is just part of a
predom nantly comercial or industrial -- conmercia
structure in the case of a gas station, mni mart,
out of the junction.

Q Al right. But is it a preference for the
busi ness of farming or is it a recognition that

people live in residences on farns?

A I think sort of two ways of saying the sanme
t hi ng.
Okay.
A But certainly the latter, that farnmouses
are going to be -- likely be farther fromthe nearest

nei ghbor than other types of housing m ght be, and
al nost necessarily so in sone instances.
Q Al right. 1'd like to ask you sone

qguestions about Dr. Danner's coments on your

testi nony.

A. Okay.

Q | assune you took a pretty close | ook at
t hat ?

A Well, yeah, a long tine ago, but 1'Il do
it.

Q In a way, he's cross-exanining you, or

maybe |'m using his coments as a cross-exam nation
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A Yeah.
Q -- question.
A I don't have nunmbers marked on his, so if

you can identify as either his direct or his reply or
by date.

Q Al right. Well, here's one that's not too
direct, but it is alittle. Let's see. This is in

-- it's Exhibit 7-T, which is KR7-T. Does that help

you?
JUDGE MACE: That's a Ruosch exhibit.
THE W TNESS: What date of testinony?
CHAI RWOVAN SHOWALTER: ©Oh, this is Kay
Ruosch, I"msorry. |Is that right?
THE W TNESS: | exam ned that, too.
Q Well, let's ook at that one. [It's KR7-T,
page 16.
A Is that her reply or her direct?

Q It's reply.

A Okay. Yes, |'ve got it.

Q This page in general pronpted my question
about whether -- if a waiver is appropriate, it would
be appropriate to have sone all owance for the
cust oner beyond which the customer pays, or | think

Dr. Danner had suggested some ki nd of sharing.
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But, in essence, the question is if we find
-- if we find a waiver is justified, that is, the
whol e amount is too high, what are our options?
Woul d one of them be, yeah, the whole amunt is too
hi gh, so therefore Verizon should pay only so nuch,
the custoner should pay the other anopunt?

A I don't know if that's an option for you or
not. | can say that | prepared this case in response
to a petition that | understand to ask for a waiver
that says, if granted, Verizon doesn't have to do it,
even if a customer cones up with hundreds of
t housands of dollars.

Q But you don't think that we would have the
right to say granted on condition that Verizon pay
$5, 000?

A I would say that if you do that, you would
be doing it in a proceeding in which at |east one
party didn't ever address that or consider that in
preparing and presenting testinony and exhibits.

Q Al right. If you could turn to Dr.
Danner's reply testinmony, and that's Exhibit 32-T.

A Yes.

Q And it's page 11.
A Page 11.
Q

Yeah. And the question and answer begins
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on line 15, and I'Il just let you read the question
and answer, and al so the next question and answer.
And | really just want your reaction to his critique
of your statements. And maybe if you'd begin with

the first question first and the second question

second.
A Okay. The first question. Well, | note
that his very last sentence is -- very |last two,

where he says, Contrary to M. Shirley, | find it
striking that the addition of a handful of tel ephone
lines could increase per-custoner cost by ten to 20
percent in exchanges of that size. To nme, that
suggests the added cost would be | arge.

It would be -- would have been nmuch better
if he'd gone on to do nore than suggest, but he
didn"t. 1In any event, to get to your real question
the point I"'mtrying -- | was tying to nake and to
whi ch he responded is that we do socialize tel ephone
service clearly for sone 400,000 residentia
custonmers and 35,000 business custoners in
Washi ngton. |'m | eaving aside, you know, whether or
not sonmebody who pays, you know, 12.50 is getting $15
worth of service. |'mtalking about where the
Commi ssion has determ ned, under 980311, that there's

a high cost location by exchange and said, you know,
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extra noney goes there through term nating access.
That's done for approximtely 400,000 residences and
35, 000 businesses, and it's done on an average basis,
as we discussed earlier. Those exchanges, on the
averages, go fromas little as 30 or $40 up to as
hi gh as 450 in cost.

And so that | do not think that if you take
the Bridgeport exchange, which ny recollection of
cost is $113.33, as determ ned by 980311, that if,
for exanple, the Timm and Tayl or extensions had been
built in the past and were included at the tinme, al
those cal cul ations were made that led to a
determ nati on of the average cost in Bridgeport, and
i nstead of being $113.33, it had been 10 or 20
percent larger. Let's take 20 percent. So that's --
it would be sonething like a $140 on average.

Well, if you conpare that on that |ist,
there are a whole | ot of exchanges where the average
cost that is supported today by term nating access is
considerably in excess of $140 average cost per
nmont h, per |oop, in an exchange |i ke Mansfield,

Mol son- Chesaw -- it's a long list.
Q All right. So the -- which is to say that
i ncreasing Bridgeport's average by 20 percent stil

doesn't get you to the average of -- name nme one --
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Chesaw?

A Mansfi el d, right next door, $447.

Q Al right. But the cost of this particular
project is nultiples above the average of both
Bri dgeport and Mansfield; am|l right there?

A. Agai n, renmenber that 447 cost is per |oop

per nonth, on average, and if you do the

mul tiplication and you figure -- | think what one
would do, I'm-- M. Spinks would have hel ped on
this, but, you know, | think you then have to | ook

over a 30-year, you know, sone period of tine that
that | oop works and see how much there is. And
perhaps more inmportantly, the relevant cal cul ation
woul d be to go back and try and find not the average,
whi ch we have, but the npbst expensive one in the

di spersion, and say, you know, which could be 600,
800, 1,000, 12 -- you know. |If nost are clustered
around a nean and there's only one out there --

Q Well, if there is one out there, would we
have any way of knowi ng whether it was built under
the prior extension rule and the custonmer incurred a
substantially higher portion of the cost?

A. That's a very good question, that's a very
good question, and | do not know that we woul d know

t hat .
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Q Al right. Wat about the second question
here on page 12, |ine six?

A Well, that is a calculation that assunes
that the contribution only cones from Verizon
custoners. In other words, it's dividing, | believe,
1.2 mllion by the nunber of Verizon custoners. And
the actual contributionis, in the first instance,
wor ki ng back from the conpany by access payers, |ong
di stance conpani es, who then, of course, pass some or
all of that onto their ratepayers, and those
rat epayers m ght be anyone who makes an intrastate
| ong distance call that terminates on a Verizon

access |line.

Q Ckay. Could you turn to exhibit -- well
"Il just -- I'"ll point you to the question.

A Okay.

Q But it's not really so much a conment on

testi mony as when | happen to think of a question to
ask M. Shirley. And it is Exhibit 61-T, which is
the rebuttal testinony of Hubbard.

A Oh, ny. Okay. | may have that in this
book. He submitted Decenber 20th, and sonetine in
June or July.

Q July 5th.

A Okay.
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Q It's RIH-1T.

A July 5th.

Q It's page 13.

A Yes.

Q And I'm | ooking at line ten
A Yes.

Q Which is his point that other necessary
projects would not be financed in order that this
type of design could be built. Actually, to tell you
the truth, I'mnot sure the exact context of the
guestion, of that sentence. What | want to get at is
opportunity cost.

A Yes.

Q Should it matter to us that this sane
anmount of money m ght be spent on other elenents of a
network that would have better benefit cost ratio or
benefit nmore people? |Is that a legitinate thing to
consi der ?

A. | think that, yes, | think it's certainly
sonmet hi ng the Conmi ssion can consider, and this is in
the context of Qwest crossing its boundary, the
boundary that normally -- not normally, but does
define, subject to any change required by order or
| aw, where it would plan to serve

And so if the Commi ssion were to order
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Qnest to change its boundary to include the Tinm
Ranch and then directed to do so, | believe what he's
saying is that, because it had never planned to go
there because this house is in Verizon's territory,
that all of its plans in existence, of course, would
be to serve people in its current territory, so this
woul d conceivably, | guess, trunp one of
those. That's what | think it means.

CHAI RAOMAN SHOWALTER:  Thank you. | have
no further questions.

THE W TNESS: Thank you.

JUDGE MACE: Conmi ssioner Henstad.

EXAMI NATI ON
BY COW SSI ONER HEMSTAD:

Q | think Chai rwonan Showalter has either
asked directly or cut across several questions that |
was going to pursue, which I nowwon't. I'mstill a
bit uncl ear about the issue of reinforcement costs.
And your statements are clear that, by the rule
itself, they would be excluded. |Is that because it's
not a direct cost?

A. Yes. Well, yes.

Q But the --

A The rule on the first page in the list of
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definitions has a cost of service extension, and it
specifically says, And does not include the cost of

rei nforcenent, network upgrade, or simlar costs.

Q Okay. | guess that's quite explicit. But
then, | think later, you or others, | think you
testified here or in your witten testinony -- this

was with regard to Qmest, said it was within the
di scretion of the Commi ssion to allow the cost to be
recovered?

A Yes, | did.

Q And how do you get there?

A Well, | get there because | think if the
Commi ssion were to direct Qwest to go to a |ocation
that it would not have otherw se planned to go, that
then it's not any different than when, either
voluntarily or at the direction of the Commi ssion, as
has happened in the CenturyTel at Libby Creek, sort
of kicked all this off. They went to an area that no
conpany, including their own, had an obligation to go
to. It existed outside any exchange boundary. And
at that time, the Conmi ssion determined that it was
appropriate to let it recover its reinforcenent
costs, because it would have never planned to go
t here.

I nsi de an exchange, our view is that --
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let's take a sinple one, you know, not the Tinm
Ranch, but just a house three-tenths of a nile down
the road, where devel opnent's sort of been going on
that a company shoul d expect to go there as part of
-- it knows it needs to have enough cabl e capacity to
do extensions in areas within its boundaries, within
the boundaries of its exchange. So | think Quest
woul d be, like CenturyTel, going to soneplace it had
not planned to go.

Q And on the other hand, Verizon is not in
that category, because this is within its exchange
where it has an obligation to serve?

A Correct.

Q Ckay. Changing the subject to the Tayl or
resi dence, sonewhere in your testinony | believe you
state the total amount that she pays per year for
wireless costs. And as | recall, it's something like
$5,000 a year; is that --

A. Sonething like that.

Q And that was after excluding her costs for
busi ness services in the Coul ee Dan?

A Yes.

Q Is -- or should it be a relevant factor for
us to consider, assumng wreless service were

ot herwi se thought to be acceptable, relative costs
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bet ween that and what she would pay for wire line
service?

A | believe that that's appropriate. | think
the rule itself points in that direction and that the
federal |aw certainly takes the Commi ssion there. 47
USC 254(b).

Q But does that -- what are the inplications
of that? Does that nean that whenever the average or
soci alized cost for wire line is |ower than what it
woul d be for wireless, that wire line gets the short
straw?

A I don't know if | would have used short
straw, but | understand your question. The set of
circunstances today are wire |ine conpani es have
nmeans of recovering their investnent, and | do not
believe they get the short straw,

Q And I'm --

A I"mnot saying there's not an expenditure,
but I do not believe they get the short straw |
think, in fact, in a nunber of tariff filings to
recoup these extension investnents, including the
Verizon one from May, cost of noney is included, a
variety of things that are expenses associated with
this -- with these endeavors. So | do not believe

they get the short straw.
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Q I"msorry. | shouldn't have used that
phrase. | probably should have said obligation
A Okay.

MS. ENDEJAN. W support that definition
Your Honor.

COW SSI ONER HEMSTAD: | was trying to be
cute, | guess.

MS. ENDEJAN. Works for ne.

Q Al right. M last area of inquiry, | want
totry to sort out a bit here what is in front of us,
at least fromthe Staff's perspective. |n your
answers earlier, it's Staff's position that the
petition for waiver should be denied?

A Correct.

Q But | think you, in response to question
fromcounsel, said that your preferred solution would
be that the service be provided either by Qwest or
CenturyTel; is that accurate?

A. No, that's not. And if | m sspoke or
unintentionally led you to that conclusion -- what |
beli eve our ultinmate recomendation is is that the
Conmi ssion should deternmine that the residents of the
Ti mm Ranch area and the residents of Taylor |ocations
shoul d be served. And in particular, with regard to

the Ti mm Ranch, the onus, if you will, should be on
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Veri zon.

However, subsection five of the rule
contenpl at es conpani es tradi ng obligations, if you
will, where one just happens to be closer to
custoners that are some ot her conpany's obligation,
and in another |ocation that other conpany, you know,
Conmpany B, if you will, doesn't have the obligation,
but is closer to Conpany A s custoners.

Now, those trades m ght not be al ways be,
you know, dollar-for-dollar, equal. One can inmagine,
you know, three mles here and four mles there, but
still, you know, the unobligated -- or the obligated
conmpany woul d have to go 10 or 12. They can trade
dol lars, they can make a deal that the next time one
of these situations cones around, they'll, you know,
step up to the nmark.

So what | was attenpting to say about
CenturyTel and Verizon is that -- or CenturyTel and
Qwest is that, under that reconmendation, yes, the
onus is on Verizon, but it could go to both Qwest and
CenturyTel and say, You know, this m ght be a
situation where, instead of us going 23-plus niles
one of you do it. Under subsection five, you can
recoup your extension costs through termnating

access, the sanme as if you were doing an extension
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you're obligated to do, and either inmmediately or in

the future, when you're in the sane situation and we

can help out, we'll do it, or naybe a trade cash kind
of -- one is the player to be naned | ater and the
ot her one is swapped Joe for Bill and a million

dol l ars, $100, 000, whatever.

So that's how | get to Century and Quest
m ght or mght not. They mght refuse, and then
Verizon's on the hook. The alternative, and | think
it's second best, is to, you know, find that the
Quvest is closer and it's |less expensive and it's nore
efficient to use your powers to nove the boundary,
but I -- I think the Comm ssion can encourage a great
deal nore efficiency, including wthout these
proceedings, if it points conpanies to subsection
five.

| spoke with M. Spinks this norning. He
tells ne, prior to the 1996 Act, that kind of
cooperation, in his view, was, in his word, common.
You had a -- at your open neeting on Wednesday,
M chelle and --

M5. ENDEJAN: Your Honor, with all due
respect, M. Spinks (sic) is going off on -- | have
no i dea what tangent, but he is tal king about hearsay

from M. Spinks about a subject that isn't at issue
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in this proceedi ng, about situations and conditions
predating 1996, and |I'd nmove to strike this fromthe
record. It's not responsive to your question and
it"s really irrelevant and it's hearsay.

JUDGE MACE: Well, it's Conm ssioner
Henst ad' s question and --

MS5. ENDEJAN: It's the answer |'mworried
about, Your Honor.

JUDGE MACE: Yes, | understand that.

COWM SSI ONER HEMSTAD: |'m satisfied with
the answer. And the fact the reference is hearsay, |
don't think prevents himfrom naki ng the coment, but
et me go on.

THE W TNESS: Pl ease.

Q And we really are at the point of ny next
gquestion, and it really is back to the question that
the Chair asked. Quite narrowWy, what is in front of
us, | think everybody woul d agree, we have a petition
here for waiver. But you also said that we have in
front of us the issue of the boundary |ine adjustnent
proceedi ng. Now, maybe this a question that really
ultimately needs to be addressed with counsel, but --

MR, TRAUTMAN. Would you like --
COW SSI ONER HEMSTAD:  Apparently, it's the

Staff position that, whether or not there was an
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actual pleading for it, | take it that Qwmest has been
sufficiently put on notice so it has actual notice
that that's what this is about?

MR. TRAUTMAN: My | respond, Comnr ssioner?

COW SSI ONER HEMSTAD: Ckay. Sure. But |
nmean, | -- at this point, | amreally quite unclear
as to the scope of this proceeding. |Is it the waiver
issue only or is it that, plus a boundary I|ine
proceedi ng as sort of an interpleader kind of
proceedi ng?

CHAI RWOVAN SHOWALTER: |I'mgoing to junp in
here, because | think | asked sone questions -- and
it my be that this really is a | egal argunent, not
one for testinmony. But | will say |I'mlooking at the
third supplenental order, which is our order dated
May 31st, 2002, and there's a fair anount of
di scussion about the issue. But what seens to me to
be the order itself is paragraph 28, and I think the
critical sentence is, Wiile it is not clear whether
-- | better read -- I"'msorry, | better read the
whol e paragraph. It says, The Conmi ssion agrees that
Qnest should be joined as a party to this proceeding.
The Comm ssion has authority under RCW 80. 36.230 to
prescri be exchange area boundaries for

t el ecomruni cati ons conpani es. And here's the



0669

1 sentence: While it is not clear whether and how this
2 authority should be invoked in this proceedi ng, Quest
3 has a significant stake in the outcone, since it

4 bears a commobn exchange boundary with Verizon near

5 the Timm Ranch. And it then goes on, then says,

6 Thus, to protect its interests under Civil Rule 19,

7 Quest is properly made a party to this proceeding.

8 MR. TRAUTMAN: Well, and also in paragraph
9 29, it then later says, In order for us to best

10 exerci se our general regulatory authority -- then I'm
11 ski pping -- and determ ning whet her we should alter
12 exchange boundaries to facilitate that service, it

13 requires the formati on of a conplete factual record,
14 as well as legal argunment fromall interested

15 persons, including Qnest.

16 I nean, we've -- Staff clearly read this as
17 contenpl ating that one outcone m ght be that the

18 Conmi ssion might determine to alter the exchange

19 boundary. It might not. It might deternine, as it
20 indicates, while it's not clear whether this
21 authority will be invoked, perhaps it won't. Perhaps
22 t he Conmi ssion would determine not to. But we
23 clearly felt the issue was raised, and the testinony
24 of Qmest has clearly been directed to that end of

25 whet her they should be obligated to serve.
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CHAl RWOMAN SHOWALTER:  |'m not reaching a
conclusion. All I'msaying is this alone, | think,
really says Qwest is an interested party in this
proceedi ng. W don't know what is going to devel op
But I will just put out there, wthout an answer, the
i ssue of whether there has been any fornmal request of
the type that puts Qamest on notice of a boundary |ine
adj ust rent change? Mybe the yes, maybe no, but I'm
not confident at this nmoment. | think it is clearly
-- was a potential that the case that the Staff
alluded to at the begi nning, and therefore that was
one of the reasons that Qmest would be a necessary
party or an interested party, but --

MR, TRAUTMAN:. Staff clearly believed that
the Commi ssion put this issue at issue, so to speak
in this case

MR. OVNENS: You haven't asked nme for an
answer, but |I'd be glad to state Qaest's position

CHAl R\MOVAN SHOWALTER: Since we're having a
| egal interlude here, you mght as well

MR, ONENS: Well, Qwnest's position is that
there has not been a pleading sufficient to give you
jurisdiction to change Qmest's boundary, and Qwest
hasn't received notice of any allegations of facts

that would put Qwest on notice of the clains it's
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required to defend against in order to avoid such a
change in its boundary.

COW SSI ONER HEMSTAD: The question | would
have is did Qwest, in any event, prepare its case
with that possibility in mnd?

MR, OWNENS: Qwest prepared its case based
on the statenment in the third suppl emental order that
the Comnmi ssion didn't know how its power could be
exercised in this case. Qwest attenpted, through
di scovery and through reading the Staff's testinony,
to find out how the Staff, which was the only
proponent in the case of changing Qmest's boundary,

t hought that the power could be exercised. And Qnest
responded as best it could to the vague and

i ndefinite and equi vocal statenents that it sawin
those responses and testinmony as best it could. So
it is essentially defending itself against perhaps a
shadow case in sone ways.

We've heard M. Shirley state that, at sone
point, we will see the Staff's ultimte
reconmendati on on this issue, but at |east here, on
the |l ast day of hearing, | haven't seen it.

COWM SSI ONER HEMSTAD: Wl |, then there's
an additional issue that M. Shirley has referenced,

and it has perhaps cone up in other contexts, too,
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that, again, wthout making any comment on the
nmerits, but asserting that CenturyTel is the
potentially additional possibly preferred conpany to
provi de service, but, of course, they're not a party
to this proceeding at all. Any comment on that from
counsel ?

MR, TRAUTMAN: | -- yes, | did not -- | was
not aware that that was one of the relief that we had
been seeking.

COW SSI ONER HEMSTAD: | understand, but |
say the testinony here suggests that that is --
again, | don't wish to make any inference on the
merits of it, but that CenturyTel is a shadow party
t hat probably shoul d have been here if this was going
to be kind of a three-ring circus kind of
envi ronnent .

MR. TRAUTMAN: [|f we had made -- if Staff
had made a reconmendation to alter the exchange
boundary or to require CenturyTel to serve, | would
agree, but | don't -- but with Qnest, | do not agree
that Qwest has not been put on notice that there is
-- that there were argunments that one possible renedy
woul d be to alter the exchange boundary and that they
woul d be required to serve. | think that's clearly

been the case.
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CHAI RMOVAN SHOWALTER: Do we have in front
of us at this nonent a either petition, paper, or a

firmrecomendation that Qwmest's boundary be changed?

I's that --

MR, TRAUTMAN: Wl --

CHAl RMOVAN SHOWALTER: Has sonebody
actually -- sone party actually proposed it so that

it can be defended agai nst?

THE WTNESS: | could answer that. Wbuld
you like me to, or should |I butt out?

MR. TRAUTMAN: It was -- it was Staff's
belief that there was no need for an additiona
pl eadi ng upon reading the third suppl emental order
which, if the issue was not to be raised and not to
be considered, we did not believe that the order
woul d have been witten in the way that it was. And
the way it was witten indicated that, to say that
the authority to change the boundary, you have the
authority to change the boundary. You may. You may
determ ne, under the facts of the case, that you
should not. But to say that the fact that it may be
exerci sed seens to put the issue in -- seems to
clearly raise the issue. It would not seemto
require sonme additional pleading on the part of Staff

to raise the issue
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1 CHAl R\OMAN SHOWALTER:  Well, | guess the

2 gquestion | have is we -- the possibility, | guess you
3 woul d say, of Qwest providing the service was raised
4 by Staff. W did say we have authority to change

5 boundaries. W asserted that. That's not the sane
6 as saying that statute has been invoked and is in

7 front of us or a petition is in front of us in this
8 proceedi ng.

9 So the question is, really, in this

10 proceedi ng, has a petition or other recommendation
11 been made to us such that were we to grant this

12 request, if it exists, Qwmest would have been put on
13 sufficient notice of the nature of this proceeding
14 that it would not have an appeal abl e i ssue shoul d we
15 grant that request. At least that's how | would

16 think of it.

17 MR. TRAUTMAN: Staff believes yes. And in
18 fact, Qwest provided testinony on why they shouldn't
19 be -- why the boundaries shouldn't be changed. They
20 directly responded to the issue. | understand -- |
21 understand the questions regardi ng CenturyTel

22 MR. HARLOW  Your Honor, perhaps | could
23 wei gh in before M. Owens?

24 JUDGE MACE: Co ahead, M. Harl ow.

25 MR. HARLOW | don't want our silence to be
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construed as acqui escence or waiver. W've noted
internally, not before the Comm ssion, that there are
potential issues under the APA, and | have in nind
RCW 34. 05. 434, which has specific provisions
regardi ng adequacy of notice of the hearing. And
Wit hout getting into the question of whether a

suppl enental order that isn't denomi nated notice of
hearing can qualify, RCC frankly had -- has had some
confusi on about what its role in this docket would
be, and we were brought in under another suppl enmental
order, which is the fifth supplenental order, and
it's not clear there.

It seens to suggest that -- there sure
doesn't seemto be any indication that RCC was j oi ned
in this proceeding for purposes of granting any
relief against it, if you will, as opposed to just
havi ng the opportunity to get factual input from RCC
O course, we don't know at this point whether the
Conmi ssion's considering that kind of relief.

So we haven't made a final determ nation
whether to raise that notice issue in the briefing or
not. Probably will, just to preserve it for purposes
of appeal, but obviously we hope the Commi ssion
doesn't want to go there for reasons unrelated to the

notice, since, after all, we can cure that by sinply
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bri ngi ng anot her case.

CHAI RWOVAN SHOWALTER: | will say that
there is an order that we issued recently where Quest
was the petitioner to us, and it had to do with when
in a proceeding you can nigrate over to another
issue. |I'mnot saying it's directly on point, but
it's sonething that | think I'lIl go | ook at, because
it discusses when notice is adequate and when it
isn't under the APA

MR, HARLOW But sinply ny point is, you
know, we're going to wait and see, but we certainly
aren't conceding that notice has been given to RCC
And 1'I1 let Qwnest speak for itself whether it feels
it had adequate notice, and relief mght be against
RCC, sone affirmative relief.

CHAI RMOVAN SHOMALTER: | just want to say,
the only notions | know of are motions to join
sonebody as a party. O is there a notion to change
a boundary?

MR, TRAUTMAN: That may be. | would point
out, though, that, first, Staff did not nove to join
RCC. Staff did nove to join Quest with a particul ar
pur pose, and that particular notion, as you pointed
out, was addressed in the third suppl enmental order

I don't have the one addressing RCC, but the one
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pertaining to Qwest was in the third suppl enent al
order, and | do not necessarily believe that the two
notions should be treated -- or the way they were

resol ved necessarily should need to be treated the

sane. | guess what I'msaying is, | think in the
case of Qnest, | think they clearly have been put on
noti ce.

MR. ONENS: Well, since M. Trautman's
gotten two bites at that apple, may | respond? Quest
points out, | think as Chai rwoman Showal t er all uded
to, that part of fundanental due process is not just
telling soneone that sonmething may happen as a result
of a proceeding, but also telling that respondent in
this case the grounds on which that relief mght be
granted so that the respondent has a chance to put on

evi dence to say why that relief should not be

grant ed.

And | submit to you that if you exami ne the
Staff's case frombeginning to end, you will not find
a -- what you said, a clear statenent or a petition

for the relief of changing Qwmest's boundaries. The
cl osest that you can come to that is M. Shirley's
testinony that was filed, | believe, in Septenber, in
whi ch he states that pending testinmony by RCC, he

m ght make a reconmendati on to change Qwest's
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boundary, depending on the relationship of the cost
t hat Qwest would incur to serve the Ti nm Ranch
conpared to the cost Verizon would incur

You can examne his testinmony after RCC
submtted its evidence in vain for any recomendati on
to change Qmest's boundary in this matter. And
you' ve heard him say on the wi tness stand that
changi ng Qmest's boundary m ght be the second or
third preference of the Staff. He didn't say what
the first was or under what conditions that second or
third preference m ght be the recommendati on

And this is what | alluded to earlier, that
we have struggl ed through, since we were nmade a party
to this case, to find out what the basis is that the
Staff thinks this power under Section 230 should be
exercised. And we think that it's fundanmental that,
since the legislature didn't put any standards in
that statute for you to exercise that power, there
has to be -- if this is going to be an adjudication,
there has to be sone notice of the grounds on which
you woul d exerci se that power for us to respond.

CHAI RWOVAN SHOWALTER: So just if, in your
view, if we decided for some reason to grant
Verizon's waiver, the nost we mght do is to initiate

anot her proceedi ng that m ght propose a boundary
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1 change for Qmest or CenturyTel or -- basically, that
2 woul d be step two, not step one --

3 MR. OVENS: Yes.

4 CHAI RMOVAN SHOWALTER:  -- in this

5 proceedi ng?

6 MR. OVENS: Yes, Madam Chairwoman

7 CHAl R\MOVAN SHOWALTER:  Well, this was just
8 alittle lawers comercial, but | think it is fair
9 -- M. Shirley wanted to say where he thinks the

10 recommendation is, and why don't we wap up this

11 topic with that.

12 THE W TNESS: Yes, thank you. Qur first

13 recommendati on --

14 CHAl RWOMAN SHOMALTER:  Wel | - -
15 THE W TNESS: Qur recommendation is --
16 CHAI RWOVAN SHOMWALTER: | don't want you to

17 testify right now The issue is where in the

18 testi nony would there be anything, either a pleading
19 or a notion or a reconmendation that woul d have --

20 that gets at this suggestion that Qwest's boundary be
21 changed?

22 THE W TNESS: Just prior to when this

23 started, | answered Commi ssioner Henstad' s question
24 and | thought | said Staff's primary recomendation

25 is, and | said it. And earlier, at |east once that
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was | think msunderstood by, with all due respect,
that | didn't nake nyself clear to Conmi ssioner
Henmstad two hours ago, and then he asked nme -- one of
his first questions was what was | really saying
about CenturyTel and Qwmest, and | said that, Well, if
you take our primary reconmmendation, it would be --
let's just talk about the Timmarea. | want to talk
about Timm you know, that -- to say the Conm ssion
expects Tinmm Ranch residents to be served, the onus
is on Verizon, but they may turn to any conpany they
want -- could be RCC, | suppose -- but certainly, in
terms of wire line, they mght turn to Qmest or
CenturyTel using subsection five of the rule, which
what it allows -- of course, a conpany can build
where it wants, but the question is would this
Conmi ssion give it term nating access if it goes
somepl ace where it does not have an obligation

And what subsection five says is the
Conmmission will treat you |ike any other conpany with
an obligation, whether it's to go three-tenths of a
mle or 20 mles in your exchange. |If you cross a
boundary because that's | ess expensive than having
the ot herwi se obligated conpany do it, in this case,
23 mles, that you'll get your term nating access --

CHAl RWOVAN SHOWALTER:  Al'l right. Now --
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THE W TNESS: -- for the extension.

EXAMI NATI ON

BY CHAI RMOMVAN SHOWALTER:

Q Subsection five of the rule --
A Yes.
Q -- beginning with 5-A refers to willing

conmpani es?

A Yes, exactly.
Q A conpany that is willing. |'massumng in
this case that Qmest is not willing. And so how does

this sub five even pertain to this situation at hand?

A If you were to take our recommendation, the
case woul d be over, Verizon would be on the hook, but
they can turn to Qumest, as they al ready have once, or
to Century, or perhaps to sonme other conpany, and
say, We're on the hook for this and we'd have to go
23 miles, and that's pretty expensive, and we think
you could do it cheaper, Century, you could do it
cheaper, Qwest, and oh, by the way, perhaps there's a
pl ace el sewhere that, you know, you're far away, but
you have the obligation and we just happen to be
cl oser --

Q Al right. | understand that. Aren't you

tal king about, then, the end of this proceeding woul d
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be no waiver for Verizon, at which point they go off

and negotiate with willing parties?
A Ri ght .
Q So aren't we all -- it sounded to nme as if

we're now agreed that we would not, in this
proceedi ng, based on anyone's reconmendati on, anyway,
come out with a boundary |ine change for Qwmest?

A I guess | would say, and | know you're not
going to do this, if for some reason you didn't want

to put the burden on Verizon, we would say, Well

then, please change the -- in other words, have the
Ti mm Ranch served. | understand that that's not
going to happen and that -- that is, that | don't

think the Comm ssion is going to do that.

Q Well, not in this --

A Certainly if it doesn't think it has the
legal ability to do it.

COWM SSI ONER HEMSTAD: | have a procedura
recommendation with regard to the | egal stuff again.
At this point, would it be nbst appropriate not to
have sinmul taneous briefs filed, but for Staff to file
an opening -- file their closing brief and stating
their position as to what they think is the
procedural environnment and what is their

recommendation for the Conmm ssion to act, and then



0683
1 allow the other parties to respond to that, rather
2 than just having sinultaneous briefs? Because

3 don't see how we're going to get the issues joined

4 here.

5 CHAl RMOVAN SHOWALTER: What do we do about
6 -- this is Verizon's petition.

7 MR. OAENS: | don't mean to make this nore

8 conplicated than it has to be, but based on M.

9 Shirley's statement just this past nmonent, Qmest

10 noves to vacate the third suppl enental order and the
11 fifth supplenental order on the basis that, based on
12 the Staff's testinony, they were inprovidently

13 entered, that neither RCC nor Qwmest should be parties
14 to this case, because you can't determ ne whether

15 you, according to the Staff, are going to consider

16 changi ng Qmest's boundary until you deci de whet her or
17 not you're going to grant Verizon relief, and that is
18 what we suggested in our opposition to the Staff's

19 notion in the first place.

20 You didn't rule with Quest's position at

21 that time. Qwest, having been inprovidently joined,
22 it follows inexorably that Qaest's nmotion to have RCC
23 joined should follow the same path.

24 CHAl R\OMAN SHOWALTER: Wl I, that -- we

25 woul d probably need to hear from others on that
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1 nmotion, but I'mwondering if we should address all of

2 this procedural stuff at another tine so that we can

3 get done with the testinony.

4 MR. ONENS: Very well. | just wanted to

5 put it on the record, Madam Chai rwoman

6 CHAl RMOVAN SHOWALTER: This is what happens

7 when you keep the | awers shut up for too long. They

8 just have to burst out with --

9 COWM SSI ONER HEMSTAD: | was conpleted with
10 nmy questions to M. Shirley, and Commi ssi oner GCshie
11 may have sone.

12
13 EXAMI NATI ON

14 BY COW SSI ONER COSHI E:

15 Q "Il just kind of take the end position
16 here. M. Shirley, | want to inquire a bit about a
17 line of questioning that the Chair had addressed and

18 others, and that is at what anmount would Staff

19 believe that Qvest -- or that Verizon's petition to
20 wai ve its obligation under the rule would be granted.
21 By nmy calculation, at least in its rough

22 that, at the Timm Ranch, at |east, under the cost

23 t hat had been proposed by Verizon, that we have

24 approxi mately $175, 000 of cost per customer to extend

25 service to that particular individual there.
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Now, Staff's reconmmendati on under those
circunstances is that Verizon's request for a waiver
shoul d be denied. And | guess I'msurprised that in
some of your answers to the Chair's question that you

didn't have an upper limt as to where Staff would

believe that that -- that the price was just too high
to extend service to the Timm Ranch. And I'mwlling
to go, you know, in an auction-like fashion. Is it

at 200,000, is it at 225, is it at 250? Where would
it end to where Staff would say, based on the

anal ysis that's been conpleted by you, M. Shirley,
where woul d Staff believe the cost to be just too
high to extend service to -- let's use, for exanple,
the Ti mm Ranch?

A. The reason why Staff did not state an upper
l[imt is that is for the same reason that the rule
does not state an upper linmt. As | indicated,
think that |ooking at one factor and one factor only
is not the way to reach the concl usi on under the
wai ver provi sion.

Q Well, | guess what |'m asking you to do is,
| ooking at all the factors that you' ve considered,
now gi ve weight to the cost. At what point do you
give -- is the cost dispositive in your analysis, or

isit ever?
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A. I would say that cost alone is not. |
think if the -- if there is a cost alone, then the
proper way to tell conpanies and custoners is to have
a rule that says no matter what else there is to
consider, if it's nore than X -- but let nme also tel
you why, for policy reason, | think stating such a
thing as cost alone, and let's say --

Q well --

CHAIl RWOMAN SHOWALTER: | don't think that
was his question.

Q No, that's not ny question. |It's not cost
alone; it's that you' ve done the analysis for the
Ti mm Ranch, at |east?

A Yes.

Q Let's use that as an exanple. And based on
all consideration of all the elenments that are
contained in the rule that deal with what the
Commi ssi on shoul d consi der before granting a waiver,
Staff, or at |east you have concluded that cost as at
| east a piece of that analysis of $175, 000 per
customer is at |east, under these circumnstances,
reasonabl e. Now, at what point would it not be
reasonabl e?

CHAI RMOVAN SHOWALTER:  Supposing it cost a

hundred million dollars to serve the Ti nm Ranch



0687

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Wul d you say, in all circunstances the sane, but it
was going to cost a hundred mllion dollars, would
you say that we should grant Qwmest a waiver --
Verizon a waiver?

THE W TNESS: You may wonder why ['m
pausing so long. | think a hundred million is too
much, and if you take it down a dollar at a tine,
don't know where | stop. | have to say that we

calcul ate the anount differently. Calculate the

amount from-- starting with 737 and --
Q Well, | guess -- | don't nean -- | should
let you finish, M. Shirley, but I"'mnot -- Staff's

figures and Verizon's figures are really not rel evant
to the question. [It's what would the upper limt be
not that you have a difference of opinion as to what
the cost may be for that particular |ine extension

If you don't know, you just --

A I think I don't know.

Q -- don't know.

A I think I don't know. | really do.

Q Okay. Let nme nobve on to another area, and
that is, | guess, again, doing sone rough

cal cul ations, the reinforcenent cost for Verizon for
the Ti mm Ranch is $143,000, and for the Taylor line

extension is $164, 000?
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A Yes.

Q It's approximately three hundred and --

A Ni ne.

Q Three hundred and nine. And ny question to

you is, considering that that would come fromthe
capi tal budget of Verizon, those funds, is it Staff's
-- and is it your belief that this is the best use of
t hose nonies and whether -- and this is -- | believe
this line of questioning' s already been pursued, but
whet her those nonies wouldn't be better used to
reinforce the network in other areas to serve nore
peopl e?

A I think this is an appropriate use of
$309, 000, under the circunstances in which Verizon,
in my opinion, has not said that anything in
particular will go begging. Now, in other words, |
do not know where they would put that $309, 000, and
do not know whether it would, in fact, be spent on
the network or beconme -- go to the sharehol ders, or
some third option.

Q | take it fromyour answer that you believe
that there's nore than enough nmoney to reinforce the
network and -- including the Tinmand Taylor |ine
ext ensi ons?

A Yes. Fromthe testinony |'ve heard, |'ve
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read, that's ny concl usion

Q One final question is that if the
Conmmi ssion were to grant Verizon's request to waive
the obligation under the rule, are we, as the
Commi ssi on, discrimnating against the Tinm and
Tayl or applicants, given the fact that other |ine
ext ensi on applicants have received as nuch as $49, 000
per custoner under the rule, and Tinmm and Taylor, if
the waiver is granted, would get zero?

A. I think that's an inportant consideration
and | think we will be able to denpbnstrate in our
brief that sone have received as nmuch as in excess of
a hundred thousand. And that 49,000, | think we'l
be able to denonstrate, is only the direct cost and
there are indirect costs recovered and it's nmore -- |
think we will point to the $90,000 that exists on the
-- | thought | had it here -- that list from Quest
for one custonmer. And that is, particularly in terms
of the Taylors, that's in excess of the 50 to 60, 000.

And again, we would actually divide by six,
not by three. There are three homes. Ganted, they
didn't -- maybe wisely they didn't ask for service.
They woul d have been part of this. But the testinony
was that Verizon would put the equi pment out there to

provi sion for six, so we would divide the nunber by
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COW SSI ONER OSHI E:  No further questions.
CHAI RWOVAN SHOWALTER: | have a foll ow up

on that one.

EXAMI NATI ON
BY CHAI RWOVAN SHOWALTER

Q Just to be clear, the custoners in those
other situations didn't receive $100, 000; they
recei ved tel ephone service?

A Tel ephone service, yes.

Q That cost $100, 000 or nore?

A More per custonmer, yes.

Q Al right. And one other follow up
guestion. You nentioned the Tel ecom Act a coupl e of
times, the provision that says people are entitled to
reasonably conparabl e service at reasonably
conparabl e prices. In your opinion, does that
entitle individual custonmers -- all individua
custoners to the sanme type of service for the sane
type of cost?

A Reasonably conparable? [|I'm-- | always
hesitate to go to extrenes, so to say every one --

Q That is ny question

A Yeah. | think it's sufficient if --



0691

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

everyone.

Q In other words, does it give rise to an
i ndi vidual entitlenment to receive reasonably
conparabl e service at reasonably conparable prices
for each individual ?

A. I think that all citizens should reasonably
expect that that's the goal of the activities of the
Commi ssion and the FCC, and whether it happens today
or tonmorrow or the next day for an individual, I
think there's room you know, for that. And then,
ultimately, | don't think we can say we live in a
worl d of absolutes, so I guess | think sonmebody m ght
get left out. Arguably, the |owinconme person who,
you know, manages to flunk out of the WIAP program at
$4 a nonth, even --

JUDGE MACE: At the what progranf
THE W TNESS: WIAP program wi nds up
wi t hout service.

Q What about people who live in renmote or
secluded areas, for whomit is extrenely expensive to
bring service? Do you think those people are
entitled to service under the federal Tel ecom Act?
And not as a group, but |I mean as each individual ?

A As -- | would say that they are not

entitled, in the sense that they can walk in and say
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do it now | think they are entitled to believe that
the policies of the FCC and the WUTC are going to go
in that direction, and I don't know if one ever

achi eves universality.

CHAIl RWOMVAN SHOWALTER:  Thank you. Let's
try and finish him

MS. ENDEJAN. Yeah. Unfortunately, |
apol ogi ze, but in light of the line of questioning, I
do have sonme substantial re-cross in |light of sone of
M. Shirley's answers to the Comm ssioners and the
Chai rwonman' s questi ons.

CHAl RANOVAN SHOWALTER:  Well, we better take
alittle check. Do we need a little break? Phone
calls home?

MR. TRAUTMAN: Yeah, | need a little --
yes, a little break.

(Recess taken.)

JUDGE MACE: Co ahead, Ms. Endejan

MS. ENDEJAN. Thank you.

RECROSS- EXAMI NATI ON
BY MS. ENDEJAN:
Q M. Shirley, | want to ask you sone
gquestions to follow up on the questions asked to --

MR. TRAUTMAN: Your Honor, do we do
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redirect or do we do re-cross?

JUDGE MACE: Well, | think these questions
pertain to the Conm ssioners' questions, and | will
gi ve you, then, an opportunity to redirect on all of
it.

Q Okay. Let ne just immediately junp to the
gquestions that related to Verizon's budget and budget
process, because you were asked about that.

A Yes.

Q Now, you seemto profess a know edge of
Verizon's budget-nmaki ng process in your responses to
sonme of Chairwoman Showal ter's questions, and ny
question for you is what is -- where do you know how
Verizon sets its construction budget, or do you?

A | do not.

Q Okay. Would you --

A My answers earlier were sufficient.

Q Okay. And would you assunme with ne,
subj ect to check, that Verizon's capital construction
budgets are finite and don't differentiate between
construction costs for reinforcenments versus regul ar
construction costs for line -- I'msorry. Let ne
strike that.

Woul d you assunme, subject to check, that

Verizon sets a finite budget amount for capita
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1 construction costs for a district, and that capita

2 construction cost does not differentiate between |ine
3 extensions and other costs that woul d be covered by

4 capital construction? So in other words, it's just

5 one budget for capital construction?

6 A. If you say --

7 MR, TRAUTMAN: Objection. Are you stating
8 that as a fact or are you asking whether that is his

9 opi ni on?

10 MS. ENDEJAN. | asked him subject to check
11 if he would accept that as a true statenent.

12 MR, TRAUTMAN: All right, all right.

13 THE WTNESS: And this question |eft out

14 the notion that it's finite.

15 Q Al right. We'Ill break it down. There's
16 just one capital construction budget that does not
17 differentiate between |ine extensions and ot her

18 capital construction costs.

19 A. That's fine. If you -- if that's how
20 Verizon does it.

21 Q And do you know if Verizon's capita

22 construction budgets are set on an annual basis?
23 A | believe | have read that.

24 Q Okay. And do you have Ms. Ruosch's

25 testimony, which is Exhibit 1, in front of you? If
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1 not --

2 A Her direct or reply?

3 Q It's her direct testinony, nmarked 6.

4 A Yes. \hat page?

5 Q Page ni ne.

6 A Yes.

7 Q Do you see there Ms. Ruosch has testified

8 that the estinmated costs to serve the eight
9 applicants involved here woul d anmount to 40 percent
10 of the 2002 construction budget for the entire

11 district?

12 A | see she said that.
13 Q Okay. Now, you also, in response to sone
14 questions about reinforcenent costs, | believe you

15 specul ated that if Verizon doesn't use sone nonies
16 that are intended to come to it for reinforcenent

17 costs, that sonmehow that noney m ght beconme earni ngs.
18 That was, | believe, what you said in response to a
19 question from M. -- from Chai rwoman Showalter. Do
20 you renenber that?

21 A Yes, in the sane way that there's no

22 speci fic, you know, rate for, say, the CEO s sal ary,
23 reinforcenment -- you know, it's not |like a Verizon
24 customer wites a $12 check for everything but

25 rei nforcement and a $1 check for the reinforcenent,
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and that equals 13. It cones out of your rates.
Q Okay. Are you --
A Or earni ngs.
Q Are you aware of Verizon's earnings

situation in Washi ngton?

A. | heard Dr. Danner say that Verizon has
said that it's earning -- help ne.
Q Well, would you again accept, subject to

check, that its latest results of operation reported
to the Comm ssion reported an intrastate earnings
| evel of under two percent?

A | believe that's what Dr. Danner said. |
al so believe that Comm ssion Staff has advised you to
file a rate case. Verizon, not you.

Q So Verizon isn't in a situation in
Washi ngton State, given that earnings picture, to --
strike that.

G ven that earnings situation in

Washi ngton, wouldn't you agree that Verizon has to
watch its construction budget very tightly, try to
manage it to the best |evel possible?

A Well, I'"malso aware fromthe New York
Times that the vice chairman of the conpany earned 78
mllion over the last -- | think it was three years.

MS. ENDEJAN: Well, Your Honor, |'d nopve to



0697

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

strike that. That is conpletely nonresponsive to ny
questi on.

THE WTNESS: | have as much know edge as

JUDGE MACE: Just a noment, M. Shirley.
We have to deal with the objection.

MS. ENDEJAN. He didn't answer the question
and, when he did, it was nonresponsive.

JUDGE MACE: M. Trautman.

MR, TRAUTMAN: Well, | believe he responded
to the question.

JUDGE MACE: |'mgoing to strike the
response that had to do -- the part of the response
that had to do with the CEO conpensation. That's not
responsi ve to the question.

MS. ENDEJAN. Thank you.

THE WTNESS: My -- | thought that was ny
total answer.

MS. ENDEJAN. He didn't give a yes or a no,
actual ly.

JUDGE MACE: Let's go back to the question,
t hen.

Q My question was, given the earnings
situation of Verizon in Washington State, woul dn't

you agree that the conpany -- it's incunbent upon the



0698

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

conpany to manage its capital investnment wisely in
this state?

A W t hout agreeing to what the earnings
situation is, | would say any conpany, in any
busi ness, whether it feels flush or not, nust pay
attention to those things.

Q From your testinony -- and | couldn't tell
M. Shirley. |Is it your position that Verizon has
unlimted capital resources and that if unanticipated
expenses |like the Timm Ranch |ine extension crops up
t hat somehow, sonewhere, it will cone up with the
noney? |s that your view?

A No.

Q Then, in other words, you do admit that
there's sone finite boundary of the conpany's capita
budget that it should be expected to apply in a
st ate?

A No, not its capital budget. There's sone
finite limt to its earnings and sharehol der
contribution, et cetera, but a capital budget is a
pl an that Ms. Ruosch's 40 percent, if soneone in New
York says slash that budget by half, then the 40
percent becones 80. If someone in New York says,
quadrupl e that budget, then 40 percent becones ten

percent.
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Q Ckay. Now, M. Shirley, you' ve never been
i nvol ved with the capital budgeting process for
Verizon, you've just stated, so what -- your | ast
answer to nmy question was shear specul ati on on your
part, wasn't it, because you don't know?

A | know - -

Yes or no?

No.

MR. TRAUTMAN:  Obj ection, argunentative.

THE WTNESS: It doesn't cone down from --

JUDGE MACE: We have an objection.

M5. ENDEJAN: Your Honor, this is --

JUDGE MACE: It's nade after the answer to
the question, | think.

MR, TRAUTMAN: | object to the
argunentative |line of questioning of counsel.

MS. ENDEJAN. Well, Your Honor, with all
due respect, given the answers that are com ng that
are subject to challenge, | amleft with no option
but to test the basis for the witness' statenents.

JUDGE MACE: On the one hand, | don't want
to preclude your questions. On the other hand, you
do have a statement from M. Shirley in the record
that he doesn't -- he's not fanmiliar with the

budgeti ng process at Verizon.
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MS. ENDEJAN. Ckay. I1'Ill nove on.

Q Chai rwonman Showal t er asked you sone
guestions about the tariffs in 1999, and you spoke
about an interimtariff where Verizon sought to
recover $1,800 per tenth of a mle. Do you renenber
t hat ?

A Yes.

Q And they withdraw that and replaced it with
anot her one?

A Yes.

Q And all of that activity in approxi mately
1999, that was occurring at the sane tinme that the
i ne extension rul e-maki ng was ongoi ng, wasn't it?

A. The line extension rule-making started, |
bel i eve, November 17th, 1999.

Q Okay. But it was in 1999 and then 2000;
correct?

A Correct.

Q Okay. And the $1,800 per tenth-nile tariff
met with some resistance from Staff when Verizon

proposed it; isn't that true?

A Yes, that was also a tariff that reduced
the allowance in the pooling. It was a conbination
Q Okay. You were asked sone questions about

whether or not it's a relevant factor to consider the
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farm ng operations at the Ti mm Ranch. Do you recal
that |ine of questioning?

A Sort of.

Q Okay. And is it your testinony that
sonehow farm ng and ranchi ng comerci al operations
are exenpt fromthe requirenent that businesses
shoul d pay for line extension rates?

A No, it's ny testinony that a request for an
extension to a farmhouse is the sane as a request to
a premise, if you will, a standard single famly
hone.

Q But if the farmhouse is used as a place to
conduct the comrercial operations of the business,
that, in effect, changes the character from one of
pure residential; wouldn't you agree?

A While that may be true, | do not read the
rule to convert a farnmhouse in that circunmstance to
the nom and pop grocery store that | described in ny
earlier -- you know, with an apartnent up above that
| described earlier.

Q Okay. You were al so asked sone questions
about | guess Docket UT-980311(a), and whether or not
we socialize the provision of tel ephone service in
Washi ngton through the fund set up as a result of

that docket. Do you renenber that?
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A Yes.

Q Now, let nme break it down, if | can,
briefly. 1In that docket, what happened was the
access charges of the ILECs got split into two to
separate out fromthe term nating access part a
portion that you m ght deem pure subsidy, because it
was above cost. Wuld you agree with ne that that
was what happened in that docket?

A | stated earlier, in response to what |
t hought was an earlier identical question, that the
result is that there's now an explicit term nating
access charge for explicit universal service

Q And - -

A And | have not testified about whether
sonmet hing was split or not.

Q Okay. But the purpose of the new explicit,
what you call universal service charge was to replace
the revenues that had previously cone froma | arger
term nating access charge; isn't that true?

A VWhat | know is it's there to nake it
explicit, that the act 254(e), |'mgoing to say, says
explicit, and that that's what the Conm ssion did.

Q Ckay. But the Comm ssion, in effect,
didn't create a state universal service fund by doing

that, didit?
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A. In the sense of there's not a pool of noney
that comes fromall and then is redistributed;
correct.

Q Well, the Comm ssion couldn't establish a
state universal service fund by Washington law, isn't

that true, without |egislative authorization?

A I think that's what 83.6.610 |linits, only
t hat .

Q Okay. Would your position on whether RCC
or any other wireless ETC -- | don't want to pick on

RCC, but woul d your position on them change if the
wi rel ess ETC could recover froma state universa
service fund, say to serve Tinmm Ranch, to the sane
extent that Verizon coul d?

A. That would certainly be a significant
change. If you ask ne a question, |I'll answer it,
but 1'mnot going to say that tips me over sone
border, but that would be a very significant
di fference other than the current circunstances, |
bel i eve.

Q Okay. Conmi ssioner Henstad asked you sone
guesti ons about reinforcenment costs.

A Yes.

Q And the rule does not define reinforcenent

costs or costs of reinforcenent; isn't that true?
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A Correct.

Q Okay. And you were asked sone questions
about, you know, why you would recomrend that Quest
be all owed recovery of its reinforcenent costs, but
Verizon would not. Do you remenber that?

A Correct.

Q Okay. And | believe you said that, for
Qnest, it was because they would be forced to go to a
| ocati on where they woul d not have planned to go.
Renenber that?

A Correct.

Q Now, what about a situation |ike Verizon

where it's forced to go where its reasonabl e pl anning

forecasts tell it it shouldn't be going?
A. well --
Q Isn't that, in a sense, the simlar sort of

situation that Qwest is being forced to do, because
Verizon would not have normally, in the normal course
of its business operations, gone out 23 mles from
the end of its network to serve the Ti nm Ranch?

A | think that conpani es should forecast for
ext ensi ons.

Q So you -- it's your testinony, then, that
it was reasonably -- that Verizon could reasonably

have antici pated an order from phone service from
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initially one applicant 23 niles fromthe end of its
last facility?

A Well, it had already heard fromthat
applicant in 1983. And | want to go to Verizon's
response to Staff Data Request Nunber 43, and |'m
afraid | don't have exhibit nunbers for things. |
believe we put this in. | hope we did. |'IlIl pause.

MS. ENDEJAN. Counsel, do you know what
that would be?

MR. TRAUTMAN: It woul d be 189.

THE W TNESS: Exhibit 189, in response to
DR 16, Verizon supplied a network gain forecast for
Bri dgeport. Does that docunent have a row in which
forecasted |ine extensions would appear if any had
been forecasted? The response, No. M point is
that, to the extent you have a planning process, you
don't even have a category for extensions.

Q However, but, M. Shirley, do you know if
the concept of line extensions is, in a sense,
subsumed in forecasts for primary residential? In
ot her words, line growmh nmay be characterized by a
different line itemand recognized in residentia
primary?

A In which case |I'm | ooking at Staff Data

Request Number 15, and then -- | don't have an
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exhi bit nunber.

Q I don't, either.

A Well, let ne just try and answer the
guestion, so we can all nobve on. Excuse ne.

Q Ri ght .

A. I do not knowif it is or is not. M basic
position is conpani es should forecast for extensions.
They go on all the time. They predate rules and acts
and different rules and different tariffs and --

Q Is it then your theory that somehow
t el ephone conpani es are supposed to go out and survey
and contact every possible custoner that mght be in
their district in order to reasonably forecast |ine
ext ensi ons?

A. | think that's one way a conpany could
approach it.

Q Do you know i f any conpany -- any tel ephone
conmpany on the face of the earth today does that?

A | do not.

Q Now, on the issue, again, of reinforcenent
costs, there appears to be sonme confusion about the
source of where Verizon theoretically is to have
recovered the $309,000 of reinforcement costs at
i ssue. Do you recall sone questioning from

Chai rwoman Showal t er about that?
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A Yes.
Q Okay. Now, and | believe the basis for
that -- is it your understanding that Verizon has
al ready sonehow received the $309,000 in
rei nforcenment costs from sonme unspecified rates in
prior years?
A Yes, it's ny testinony that the present
rate structure includes sufficient funds for
rei nforcenment network upgrades and simlar costs, and
that would be true if there were not any extensions.
It would need that and Verizon collects that every
nonth. It also -- there's the fill factor in the
uni versal service. And | read that, so | won't go
into it again.
Q What specific rate is designed to recover
t hese costs?
MR, TRAUTMAN: Objection. That's been
asked and answered | ong ago.
MS. ENDEJAN: No, | don't believe this one
particul arly has, Your Honor.
THE W TNESS: Three words, |ocal service
rate.
MS. ENDEJAN:. COkay.
JUDGE MACE: Look, when there's an

objection, I know we're well along here, but it may
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be inportant for us to deal with that objection and
it would be helpful if you didn't respond until we
dealt with it.

THE W TNESS: I'"msorry, Your Honor.

Q Ckay. So you're tal king about, okay, the
| ocal service rate. M. Shirley, are you aware that
| ocal service rates are set based upon, say, actua
nunbers, actual expenses and revenues incurred?

A Yes.

Q Okay. And local service rates thensel ves
are not set based upon recovering costs that they
have not yet incurred to date. Are you aware of that
fact?

A. I don't think I agree with that
characterization. | don't think a Comm ssion sets a
| ocal service rate on one day only to believe that
the conpany, the follow ng day, will have such
di fferent expenses facing it that that rate is going
to be insufficient. Yes, there's a |ot of backward
| ooking, but inplicit init is an assunption that
this will get you through for some period of tineg,
and then, quite likely, there will be another rate
case sone day.

Q Di d Docket UT-980311(a) create any new --

any new specific rate elenment to provide cost



0709

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

recovery for reinforcenment costs? And that calls for
a yes or no answer.

A Yes.

Q VWhat was that rate el ement?

It's -- well, you call it the ITAC, and the
part that provides reinforcenent is the fill factor.
It's for growh. That's what reinforcenment is for,
is to keep the network growi ng, whether it's by
ext ensi ons or downtown Everett.

Q Okay. So it's your position that, sonehow
or other, the reinforcenent costs are recovered by
both |l ocal service rates and the I TAC? Is that your
testinony?

A. | believe so, yes.

Q Okay. And the revenues fromboth the I TAC
and |l ocal service rates are supposed to cover all of
the reinforcenment costs for the entire Verizon
network, isn't -- wouldn't you agree that that would
be what woul d be anticipated?

A Unless |'ve failed to identify sone other
rates you have that, again, were devel oped through
Commi ssi on processes with the idea that they would
cover a wide array of expenses, fromthe CEO down to
the janitor, including reinforcenent of the network.

Q But there's no general sort of line itemor
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pot of noney that flows directly fromI|TAC or |oca
phone service rates that would be applied directly to
network reinforcenents; right?

A Just as there's not one that's denoni nated
pay this rate to pay the CEO s salary, to pay Joan
Gage's salary, et cetera.

Q So you don't know if the noney that Verizon
theoretically gets fromthe I TAC or |ocal service
rates for reinforcement, if those funds have been
depl eted or spent already on projects in connection
with reasonably anticipated demand. You don't know
that, do you?

A Well, I think I know there hasn't been
testi nony provided by Verizon that says it has spent
every last nickel --

Q That -- excuse ne.

A -- for reinforcenent that it has earned.

MS. ENDEJAN:  Your Honor, that was not an
answer to the question. |If you could perhaps have
the court reporter restate the question?

JUDGE MACE: All right. Let's have the
guestion reread, if you can find it.

(Record read back.)

JUDGE MACE: So the question is you don't

know that, do you?
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1 THE WTNESS: | think I do know, and

2 think that that woul d have been in Verizon's

3 testimony front and center if that was the case and

4 they could denonstrate it, so | don't think they have

5 spent every ni ckel

6 MS. ENDEJAN. | have nothing further
7 JUDGE MACE: M. Owens, anything?
8 MR, OWNENS: A brief question or two, Your

9 Honor. Thank you.

10

11 RECROSS- EXAMI NATI ON

12 BY MR OWENS:

13 Q M. Shirley, you answered a question

14 concerni ng the conpani es should forecast demand for
15 extensions. And would you agree with nme that the
16 Conmmi ssi on substantially changed the perceived price
17 to the end user of extensions by adopting the rule
18 effective in early 20017

19 A. It certainly changed it, and in sone of

20 those cases it would be substantial, yes.

21 Q And according to Verizon's testinony, that
22 had a very significant inpact on the incidence of

23 demand for extensions; is that true?

24 A If that's their testinmony, | --

25 Q The testinmony?
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A. Yeah, right, the number went up, | think it

was 85; correct.

Q Do you think such a significant change in
demand woul d make it difficult to successfully
forecast specific |ocations where you would
experience requests for |ine extensions?

A | don't know that it woul d.

Q That's fine. The Chai rwoman asked you a
few questions trying to get a grip on the
rel ati onship of the cost of the extensions at issue
in this case to sone other data, such as the -- |
think you said the nonthly support amount for the
Mansfi el d exchange, was it $444; is that right?

A Well, the cost is 447.

Q Four-forty-seven.

A The support anount is probably $31 | ower
t han that.

Q Al right. Let's deal with the cost.
Woul d you agree with ne that that nonthly anpunt
woul d translate into an annual figure sonewhere in
t he nei ghbor hood of $5, 200?

A At this hour, | wll.

Q Ckay. And just from an econom c
st andpoi nt, could you agree with ne that you could

get a rough idea of the nagnitude of the investnent
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necessary to produce a recovery amount of $5,200 by
using a capitalization rate, dividing that anount by
the cap rate?

A I'"'mnot sure | understand the question

Q Well, if you had an investnment and it
required a paynment of $5,200 to support it, you would
try to figure out what the interest rate or
capitalization rate necessary to produce that paynent
was, and then you could calculate or estimate the
i nvest ment anmount, couldn't you?

A Maybe it's the capitalization rate is the
terml'mhaving trouble with. If you had to neet a
$5, 200 obligation, | guess you'd have to figure out
how to earn 5,200. |Is that the answer?

Q No, |I'msaying if $5,200, let's say, were
the interest, you could figure out at what interest
rate you were paying. |If you knew that, you could
al so figure out the principal that would be needed or
woul d generate that interest paynment; correct?

A Oh, yeah, sone principal tinmes sone

interest rate yields $5,200.

Q Ri ght .
A Sorry.
Q Let's say -- just assume an interest rate

of ten percent, you could, just for rough purposes,
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translate that $5,200 into a $52, 000 investnent.
Woul d you agree with that?
A The math sounds right.
Q Okay. And directing attention now to
Exhi bit 75, which was introduced by the Staff.
JUDGE MACE: Is that a Hubbard exhibit?
MR. ONENS: It was a cross exhibit for M.
Hubbard, yes, Your Honor. Thank you.
MR. TRAUTMAN: Is that the table?
MR. OVNENS: Yes, that's the table; correct.
THE WTNESS: |'mnot sure | have that.
l'"msorry.
MR. TRAUTMAN: | have one that doesn't have
the links, but are you asking about --

MR. OVNENS: Yeah, the links aren't

i mportant.
THE W TNESS: ©Ch, okay. Now I know what
you' re tal king about. 1'msorry.
Q And | think there was anot her question

Did you have any idea how these extensions, the costs
of themrelated to the average extension? And would

you agree that you could performa cal cul ati on by

| ooking at the total recovery, which on this exhibit

is 337,557?

A MM hmm
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Q And that does not include the reinforcenent
the way it's calculated; right?

A Wth the exception of one job, |I think it
says these are all without reinforcement.

Q Ri ght, and the reinforcenment is backed out

of the nunber that's in the total; right?

A If that's the way you prepared it.

Q Well, just for purpose of getting an idea

A Sur e.

Q And can you accept there are 20 jobs on
this page?

A If you say 20, yes.

Q Ckay. So if you divided the 337,000 by 20,
you'd cone up with sonething in the nei ghborhood of
18, 000 per job; correct?

A Okay.

Q Okay. So that would give the Conm ssion
just a rough idea of, conpared to what Quest's tota
jobs in 2001 that would nmeet the paraneters of the
rule, these two extensions' relationship to that;
correct?

A. If this is your total jobs. | thought we
asked for the top 12 by | ength.

Q You asked for the top 12, but | believe you
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1 got 20 jobs, which were everything that was in 2001.
2 A Okay. If --

3 Q And so coul d you accept roughly that the
4 Ti mm Ranch extension is about 40 tines |arger than

5 the average for 20017

6 A And that's 40 times what nunber?

7 Q Ei ght een t housand?

8 A. Two, four, six, eight -- well, the Tinmm

9 Ranch is 881,000, minus -- and without reinforcenent,

10 it's 737,000. That sounds in the ball park.

11 MR, ONENS: Thank you. That's all | have.
12 JUDGE MACE: M. Harl ow

13 MR. HARLOW Not hing further, Your Honor.
14 JUDGE MACE: M. Trautman.

15 MR, TRAUTMAN: | just had a few questions.
16

17 REDI RECT EXAMI NATI ON

18 BY MR TRAUTMAN:

19 Q Foll owi ng up on sone questions that were
20 asked, | believe now, quite a long tine ago, Ms.
21 Endej an had asked you how a wire |ine phone would
22 help M. Nelson, and you had indicated that M.

23 Nel son had said that it would help himin his

24 busi ness better. | believe you wanted to indicate

25 some ot her reasons. \What other reasons mght there
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be?

A Correct. | think | was told that he said
that in his deposition. The other things that |
wanted to add are that it would allow himto keep in
touch with famly on a consistent basis wthout
concern about whether or not it would work
participate in his conmunity. W had an exhi bit
here, you saw that co-op board. He could participate
in any nunber of things. He could no doubt save a
ot of tinme in any circunstances where he nmkes a
call into town and | earns sonething is cancelled or
that the hardware store doesn't have what he needs.

So there's -- in other words, all the
thi ngs that 95 percent-plus WAshi ngtoni ans have with
wire |line service

Q And Ms. Endejan also directed you to the
pi ctures of the Taylor |ocation in asking you about
their renoteness, | believe was her |anguage. Now,
is there anything else you would like to point out in
these pictures in that regard?

A Yes, | would, and very quickly. I'm
| ooki ng at Exhibit 12-B, B, as in boy, and then |"']
go to 12-D, D, as in dog. | want to point out in
each of themthat you can see sone cultivated ground.

One of the things that | learned on my second visit
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to the Taylor location, this was the visit in the
spring instead of the near winter, is how nuch of the
area along Hi ghway 17 from Bridgeport |eading out to
the turn-off at Hayes Road is cultivated. 1In other
words, | wanted to, you know, back to how come there
aren't, you know, lots and | ots of houses nearby so
that the unit cost is lower. WelIl, there are
different land use patterns, and | wanted to point
that out. Thank you.

Q And M. Owens had asked you sone questions
about Exhibit 541, which was your May 1998 nenp on
unserved areas?

A Yes.

Q Do you recall that? Has this nmeno or has
the information or the advice in that ever been
adopted by the Conmm ssion?

A No, it has not. And in fact, it was not
approved by the Assistant Attorney Ceneral's office.
It doesn't appear on letterhead and it's never been
accepted -- well, the one purpose for which it's been
accept ed has al ways been hunbli ng.

MR. TRAUTMAN: On that note, | have no
further questions.
CHAl RWOMAN SHOWALTER:  Not e.

JUDGE MACE: Commi ssioners, anything
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1 further? Anything further on behalf of the parties?
2 I think we need to -- there's two outstanding things.
3 One of themis there's two remmining exhibits that

4 have been marked with regard to M. Shirley, 591 and
5 592, and then we also need to discuss a briefing

6 schedul e.

7 MR, HARLOW  Your Honor, |'m sorry, but

8 what are 591 and 5927

9 JUDGE MACE: 591 and 592 are two documents
10 that M. Trautman presented to ne to be nmarked, and
11 believe that they are responses to Staff data

12 requests. And | believe he should have distributed
13 copies to all the parties.

14 MR, HARLOW | do have copies. | just

15 wasn't sure --

16 JUDGE MACE: 110 is 591 and 111 is 592.

17 MR. HARLOW Thank you for the

18 clarification.

19 MR, TRAUTMAN: Yes, | had intended to bring

20 these in through Ms. Ruosch, but, unfortunately, she

21 isn't here at the time that | |ocated these.
22 believe -- | had believed that yesterday |I -- we'd
23 had an agreenent, | had believed, with Verizon's

24 counsel to stipulate to these, although I understand

25 that that may not be the case now. And |'m aware of



0720

1 t he di scussions that have taken place regarding

2 Turtle Lake and as far as Qwest serving across in

3 anot her exchange. We do believe that these exhibits
4 are relevant to the issue of cross exchange service,
5 and we would nove for --

6 JUDGE MACE: Any objection to the adm ssion

7 of proposed 591 and 592?

8 MR. OWNENS:  Yes.

9 M5. ENDEJAN: Yes, Your Honor. | hate to
10 do this late at night, but -- and | do apol ogi ze to
11 M. Trautman, because he did show nme these. | didn't
12 know really what they were about, but -- and | may

13 have given himthe inpression that, because other
14 Veri zon responses to data requests, not a problem
15 And so | apol ogize for giving the inpression that |
16 was stipulating to sonething which | really didn't
17 gi ve full consideration to.

18 Upon full consideration and after the

19 di scussi on yesterday wherein M. -- there was sone
20 gquestioning relating to Turtle Lake of | believe a
21 Qnest witness. M. Omens objected and the

22 Commi ssi oners sustai ned those objections, | believe
23 on the grounds that the issue of the discussion of
24 the swap, potential swap of Turtle Lake with other

25 areas really is not germane to the issues in this
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case, and are, in fact, quite irrelevant to the
issues in this case. So accordingly, on that basis,
we do oppose their entry into the record.

MR. ONENS: | won't bel abor the point other
than to say | wasn't party to any discussions about a
stipulation, and Qwest objects on the sane ground
that we objected to the exam nation yesterday of a
Qnest witness about this same subject. And we
bel i eved the Conmi ssion sustained the objection and
would rely on that for this ruling.

JUDGE MACE: Based on the argunents |'ve
heard from Ms. Endejan and M. Owens, we will not
admt these exhibits. Thank you, M. Shirley.

You' re excused.

THE W TNESS: Thank you.

JUDGE MACE: We need to discuss the
briefing schedule at this point.

CHAI RMOVAN SHOWALTER: ©Oh, | was going to
-- what | wonder is if this would be better handl ed
with a teleconference call at sonme point. It's
really not up to us. W can just |leave. But | just
wonder, given all the stuff that's been raised and
the legal issues, if people shouldn't think about how
to join the various issues and through what kind of

bri efing schedul e and maybe hash that through and | et
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us figure that out based on that call or maybe you'l
cone to an agreenent. Maybe you're ready to talk
about it now. | don't want to --

MR. ONENS: We have no objection to that,
Madam Chai rwoman, but |'m sure you haven't overl ooked
the fact that Qvest did nove to vacate two of the
prior orders, which could drastically shorten the
briefing, at least if you grant that notion

MR. HARLOW  Shorten our brief.

CHAl R\MOVAN SHOWALTER:  Wel |, | guess the
question is if we've got the nental abilities to dea
with all this at this noment or is there a way to
handle it a little later?

MR, OWENS: |'m not suggesting you make a
deci sion on how you want to treat that notion or the
briefs right this second; |'mjust saying that | see
them as perhaps two separate issues, and perhaps the
noti on needs to be dealt with prior in time to the
deci sion on briefing schedul e.

CHAl RMOMAN SHOWALTER: | see. Well, then,
anot her thing we sonmetines do is we carry notions and
peopl e have to go through all the briefing and we
sort out the issues later.

MR. OAENS: | understand we're at risk of

that, but | just thought that 1'd put our thoughts
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forward.

CHAl RWNOVAN SHOWALTER:  Here's anot her idea
that may not be a conplete idea, but perhaps there
should be a round of -- I'"mnot sure if it's naybe --
I think three? 1In other words, initial briefs, which
is going to be Verizon's position. |'mnot sure what
the positions are going to be of Staff, but you need
a chance to respond to whatever that is and reply.
mean, maybe it should be a traditional one, two,
three, except for everybody goes one, two, three,
initial brief, reply brief, rebuttal brief.

MR. ONENS: That makes a | ot nore sense
than single sinultaneous briefs. [|'d agree with
t hat .

COW SSI ONER HEMSTAD: It seens to ne there
either has to be sequential briefs or there would
have to be two rounds, at least. And it seens to ne
the | awers can sort that out as to how best to nake
t hat happen.

MR, TRAUTMAN: Madam Chair, you had

suggested a tel ephone conference. About what tinme or

CHAl RWOMAN SHOWALTER:  Well, | woul dn't
even think we'd be part of this.

MR, TRAUTMAN:. ©Ch, | didn't know. | see.
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1 JUDGE MACE: Perhaps the parties could

2 di scuss this and come up with a reasonabl e schedul e

3 that they could propose. |'mjust thinking of the

4 | ogi stics.

5 MR. TRAUTMAN: Are we off the record on

6 this?

7 JUDGE MACE: Ch. Let's be off the record.
8 Sorry.

9 (Di scussion off the record.)

10 JUDGE MACE: Back on the record. Let ne
11 just indicate that the parties have agreed to have a

12 tel econference on Thursday, January --

13 MR, OWENS: 30t h.

14 JUDGE MACE: -- 30th, at 10:00, to discuss
15 the briefing schedule, and that closes the record in
16 this case.

17 (Proceedi ngs adjourned at 7:36 p.m)
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