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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Request for Comptitive Classfication of Basic No. Docket UT-
Business Exchange Teecommunications Services
QWEST CORPORATION’S PETITION

. INTRODUCTION
Qwest Corporation (Qwest) hereby petitions the Washington Utilities and Transportation

Commission (Commission) to classfy Qwest’s basic business exchange telecommunications services as
competitive telecommunications services pursuant to RCW 80.36.330 and WAC 480-121-062. The
geographic areafor which Qwest requests comptitive classfication isthe gate of Washington.*

The basic business exchange services for which Qwest requests competitive classfication fal into
two categories. The firg category is those services that provide access to the network such asflat and
measured lines, private branch exchange (PBX) trunks and Centrex services, induding feature packages.

The second category is discretionary business festures which are software enhancements
available as access line or trunk options; they are features assigned by the telecommunications provider

when the lineis provisoned a the centra office switch utilized by the provider.

! The Commission previously found that such business services were subject to effective competition when

provisioned over DS1 or greater circuits within the greater Bellevue, Seattle, Spokane and Vancouver areas. Inthe
Matter of the Petition of Qwest Corporation for Competitive Classification of Business Servicein Specified
Wirecenters, Seventh Supplemental Order Denying Petition and Accepting Staff’s Proposal, Docket UT-000833,
December 18, 2000; In the Matter of the Petition of U SWEST Communications, Inc. for Competitive Classification of
its High Capacity Circuitsin Selected Geographical Locations, Eighth Supplemental Order Granting Amended Petition
for Competitive Classification, December 21, 1999, Docket No. UT-990022.
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Providers competing in the business market offer their own spectrum of business services. Thar
business services are designed to meet the needs of business customers, and replace afull range of
sarvices previoudy subscribed to from Qwest. Thelr services are offered in direct competition with and
as a complete aternative to those of Qwest and other providersin the market. A comprehengvelis of
the badic business exchange services and features for which Qwest is seeking competitive classfication in
this petition is found at Attachment A.

1. STATUTORY AUTHORITY

The Commisson' s Satutory authority to grant Qwest’s Petition for Competitive Classficationis

et forthin RCW 80.36.330(1):

The commisson may classfy atelecommunications service provided by a
telecommuni cations company as a competitive teecommunications
saviceif the sarvice is subject to effective competition. Effective
competition means that customers of the service have reasonably
avallable dternatives and that the service is not provided to a Sgnificant
captive customer base.

Factors that the Commission shall consider are detailed in Section 1V below.

Pursuant to RCW 80.36.330, Qwest requests that this petition be granted effective May 31,
2003. Should the Commission suspend the effective date and schedule hearings, then pursuant to this
datute, afind order must be entered within Sx months from the date of filing, which is November 1,
2003.

I11. POLICY CONSIDERATIONS

In accordance with RCW 80.36.300, it is the policy of the stateto “. . . (5) Promote diversity in
the supply of telecommunications services and products in telecommuni cations markets throughout the
date; and (6) Permit flexible regulation of competitive telecommunications companies and services.”

Conggtent with the policy of the state, and as supported by the factsin the petition, Qwest urges
the Commission to gpprove this petition for competitive classification of basc business exchange
telecommunications services. Qwest’ s petition demondtrates that the regigration of a agnificant number

of comptitive local exchange carriers (CLECSs) with the Commisson and their provision of busness
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sarvices as described in this petition, have promoted the diversity of supply of telecommunications
sarvices and products throughout the state. This diveraity of supply is evidenced by the CLECS services
offered pursuant to price lists in accordance with Commissonrules. (See Confidentid Attachment D.)
IV. RCW 80.36.330 and WAC 480-121-062 FACTORS
RCW 80.36.330 requires the Commisson to consder, a& aminimum, the following factorsin

determining whether a service is competitive:

A. The number and Size of dternative providers of services,
B. The extent to which services are available from aternate providersin the relevant market;

C. The ability of dternative providers to make functiondly equivaent or subgtitute services
reedily available at competitive rates, terms, and conditions; and

D. Other indicators of market power, which may include market share, growth in market
share, ease of entry, and the affiliation of providers of services.

WAC 480-121-062(5)(g) additiondly requires the petition to include, among other data included
in this petition:

E. A statement of whether the petitioner has a significant captive customer base and the
bases for any contention that it does not.

Qwest will address each of the factorsin the following discusson

A. The number and size of the alter native provider s of services

CLECsaethe dternative providers of basc busness exchange services. According to
Commission records, 161 CLECs were registered with the Commission as of March 3, 2003 These
companies range from large, internationa companiessuch as AT& T and MCI WorldCom to smdl
companies such as Tel West Communications and NOS Communications. The number of
interconnection agreements between Qwest and CLECs is another indicator of the number of dternative
providers. For 2002, the number of Qwest Commission-approved interconnection agreements for

wirdine and resde services was 152.

2 Commission website, www.wutc.wa.gov. Competitive Local Exchange Regulated by WUTC, March 3, 2003.
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Qwest’ s comptitive evidence supporting this petition is subgtantidly based on the quantities of
wholesale services purchased by dternative providers to compete with Qwest’ sretall basic business
services. A list of competitors that purchased unbundled loops, unbundled network eement platforms
(UNE-P), and resold business services may be found at Confidentid Attachment C.

B. The extent to which services ar e available from alternative providersin the
relevant market

With 161 registered CLECs in Washington, 152 of which have interconnection agreements with
Qwest, business customers have reasonably available dternative basc exchange services throughout the
state. The competitive nature of business servicesis evidenced by the numerous effective price lissswhich
are on file with the Commisson In addition to the paper price ligs, the Commisson’s webste provides
direct links to over twenty CLEC websites for ontline price list information and product offerings. A
comparaive sample of Qwest’ s tariffed basic business exchange services and CLEC price listed business
sarvicesis provided a Confidentid Attachment D. These services, available under price list from
dternaive service providers, clearly demondtrate that \Washington business customers have functiondly
equivaent, reasonably available aternatives.

Historically, ILECs such as Qwest have defined their market for services a the exchange or
satewide leve. CLEC markets are generaly broadly defined statewide as evidenced by price lissswhich
offer services throughout Washington regardless of geographic location. Qwest believes that the market
for business services should be appropriately defined as Satewide. Qwest’s andyses will show that
effective competition exists satewide, within exchanges, and within key geographic aress (i.e.,
Bdlingham, Centra/Eastern, Northeastern, Olympic Peninsula, Puget Sound, Southeastern, Spokane,
Southwestern, and Tacoma). (See Confidentid Attachments E and F.) Furthermore, Confidentia
Attachments F1 and F2 show not only the broad range of competition throughout the state, but aso the

divergty of suppliers and customers throughout the Sate.
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C. The ability of alter native providersto make functionally equivalent or substitute
servicesreadily available at competitive rates, ter ms and conditions

Alternative providers have a variety of methods available to offer services to business customers.
They can build their own fadilities, purchase unbundled network eements from Qwest and resdl Qwest's
retail business services. Qwest’s andyses will focus on the ability of CLECsto provision servicesvia
unbundled network elements and resold services purchased from Qwest.

Qwest’ s basic business exchange services are available to resdllers at awholesde discount of
14.74% fromthe recurring rate and a discount of 50% from the nonrecurring retail rate. These discounts
were established by the Commission in the generic cost proceedings?® By resdling Qwedt’ sretall
sarvices, CLECs have the ability to reach every single business customer that Qwest now serves. When
resellers sate that their services are available “where fadilities are available,” this means thet their
services are avallable wherever Qwest facilities are available.

Alternative providers can provision business services by combining Qwest’ s unbundled network
elements (UNES) (i.e., unbundled loops) with their own eements or those of athird party. CLECsmay
aso provison retail business services solely from Qwest’ s wholesale services, utilizing UNE-P, which
provides a complete retail service usng Qwest’s unbundled network dements. Aswith resale, usng
UNE-P, the dternative provider can reach every location to which Qwest hasfacilities. When CLECs
utilizing UNE-P date that their services are available “where facilities are avallable’, this means that their
services are avalable wherever Qwest facilities are available. Qwest’ srates for UNES have been
established by the Commission in various cost dockets® These rates are based on Qwest’s costs and are

independent of Qwest’ sretail rates.

8 In the Matter of the Pricing Proceeding for Interconnection, Unbundled Elements, Transport and Termination, and

Resale, Dockets No. UT-960369, et a., Eighth Supplemental Order, April 16, 1998, at pages 98-99.

4 Each of the thirty-two CLEC price listsdetailed in Confidential Attachment D contains language similar to ‘service

is available where facilities permit’.

° In the Matter of the Pricing Proceeding for I nterconnection, Unbundled Elements, Transport and Termination, and
Resale, Dockets No. UT-960369, et al ., In the Matter of the Continued Costing and Pricing of Unbundled Network
Elements, Transport, and Termination, Docket No. UT-003013, In the Matter of the Review of: Unbundled Loop and
Switching Rates; the Deaveraged Zone Rate Structure; and Unbundled Network Elements, Transport, and Termination.
Docket No. UT-023003.
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Qwest’ s ordering procedures and ingtdlation and repair service intervas for UNEs and resdle are
documented in Qwest’s SGAT and were reviewed by the Commission during Qwest’s 271 proceeding.
Although provisoning parity is not a requirement for competitive classfication of aservice, Qwest was
recently required to demongtrate provisioning parity in conjunction with its 271 gpplication. In that
proceeding the Commisson found that:

Qwest has stisfied the requirements of Checklist Item No. 2 to provide
“nondiscriminatory access to UNES in accordance with the requirements
of sections 251(c)(3) and 252(d)(1).”®

Qwest’ s performance assurance plan, or QPAP, asfiled on June 25,
2002, should provide adequate assurance that the local market in

Washington State will remain open to competition if the FCC were to
grant an application by Qwest for section 271 authority.”

Qwest has implemented OSS and change management processes for interconnection orders.
UNEs, including unbundled loops and UNE-P, are readily available and as evidenced by the data
provided in this petition, competitors are purchasing them throughout the state.

FHndly, in regard to UNE-P and recent FCC action taken during its Triennid Review, Qwest
would note that the ongoing availability of UNE-P as a service option will be the subject of aCommisson
review process to determine whether economic or operational imparment of competition would occur if
the product is diminated.® Quest does not bdieve that this action in any way affects the vdidity of its
petition. 1f the Commission decides that impairment would occur if the product is eiminated, the product

6 Comments of the Washington Utilities and Transportation Commission In the Matter of A pplication by Qwest

Communications International, Inc., for Authorization to Provide In-Region, InterLATA Servicesin Montana, Utah,
Washington, and Wyoming, WC Docket No. 02-189 at page 12, July 26, 2002.

! In the Matter of the Investigation Into U SWEST Communications, Inc.'s Compliance With Section 271 and
SGAT Pursuant to Section 252(f) of the Telecommunications Act of 1996, Docket No. UT-003022/UT-003040, 39"
Supplemental Order; Commission Order Approving SGAT and QPAP, and Addressing Data V erification, Performance
Data, OSS Testing, Change Management, and Public Interest at page 104.

8 From FCC Press Release, 2/20/03 - FCC Adopts New Rules For Network Unbundling Obligations Of Incumbent
Local Phone Carriers — 3. The Commission finds that switching - akey UNE-P element - for business customers served
by high-capacity loops such as DS-1 will no longer be unbundled based on a presumptive finding of no

impairment. Under this framework, states will have 90 days to rebut the national finding. For mass-market customers,
the Commission sets out specific criteriathat states shall apply to determine, on agranular

basis, whether economic and operational impairment existsin a particular market. State Commissions must

complete such proceedings within 9 months. Upon a state finding of impairment, the Commission setsforth a 3-

year period for carriers to transition off of UNE-P.
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would continue to be offered. If the Commission decides imparment would not occur if the product is
discontinued, such afinding is proof that the product is not required to sustain competition. Itisaso
important to note that a sgnificant percentage (49.6%) of CLEC market share cited in this petition is
based on the CLECS' use of unbundled loops. This proves that competition can succeed without
unbundled switching.’

D. Other indicators of market power, which may include market share, growth in
mar ket shar e, ease of entry, and the affiliation of providers of services

Market Share

As of December 31, 2002, 35 CLECs were purchasing atotd of 104,019 basic business access
linesfrom Qwest. Thisincludes 7,275 resold basic business lines, 51,576 unbundled loops, and 45,168
UNE-Plines. Asillugrated in the following table, CLECs are purchasing these servicesto provisonretal
business sarvices to end users throughout dl areas of Washington

°  SeeTahleA.

0 Qwest’sintent in displaying data on a geographic basisis only to portray the prevalence of competition

throughout all areas of the state. Central/Eastern includes seven exchanges including Ephrata, Moses L ake, and
Yakima. Northeastern includes fourteen exchanges including Colville, Omak and Coulee Dam. The Peninsulaincludes
thirteen exchanges including Aberdeen, Bainbridge Island and Bremerton. Puget Sound includes nine exchanges
including Seattle, Bellevue, Kent and Renton. Southeastern includes six exchanges including WallaWalla and Pasco.
Southwestern includes ten exchanges including Olympia, Vancouver and Longview. See Confidential Attachment E for
amore detailed breakdown.
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Table A:
RESOLD BUSINESS BUSINESS TOTAL CLEC RESALE,
GEOGRAPHIC AREA BUSINESS UNBUNDLED UNE-PY UNE LOOP, UNE-P
LINES LOOPS BUSINESS LINES

Bellingham 662 656 2261 3579
Central/Eastern 865 940 2960 4765
Northeastern 110 0 449 559
Peninsula 737 679 4846 6262
Puget Sound 2312 31530 16127 49969
Southeastern 341 0 1471 1812
Spokane 821 4401 2262 7484
Southwestern 918 7505 6700 15123
Tacoma 509 5865 8092 14466
Total 7275 51576 45168 104019

A comparison of the CLEC purchased business linesas shown in Table A to Qwest’ sretall basic

exchange lines provides an indicator of minimum CLEC market share. Tota market share would o

include bus ness exchange lines which CLECs provision over their own facilities. Because Qwest does

not have access to CLEC data, Qwest’ s analysis estimates only the minimum CLEC market share.

Thefallowing table identifies the minimum CLEC market share on a geographic and statewide basis:

Table B:

TOTAL CLEC QWEST TOTAL % CLEC % QWEST
GEOGRAPHIC RESALE, UNE LOOP, BUSINESS | ACCESSLINES MINIMUM MAXIMUM
AREA UNE-P BUSNESS ACCESS IN DEFINED MARKET MARKET

LINES(Table A) LINES' MARKET** SHARE SHARE
A B A+B=C AIC B/C

Bellingham 3579 12631 16210 2% 78%
Central/Eastern 4765 20311 25076 1% 81%
Northeastern 559 7268 7827 4 93%
Peninsula 6262 46509 52771 12% 88%
Puget Sound 49969 233926 28389%5 18% 82%
Southeastern 1812 14344 16156 11% 8%
Spokane 7484 40684 43168 16% 84%
Southwestern 15123 69145 84268 18% 82%
Tacoma 14466 75817 90283 16% 84%
Total 104019 520635 624654 17% 83%

* Includes basic business exchange services listed in Attachment A ; excludes digital services, hotel screening

trunks, payphone access lines and 911 services.
** Defined Market includes CLEC resold, unbundled loop and UNE-P business lines, plus Qwest business
access lines as defined above. (Does not include CLEC business access lines provisioned over CLEC

provided facilities.)

' Business UNE-P lines were derived from total UNE-P lines based on the percentage of CLEC business directory
listingsto total CLEC directory listings.
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On a statewide aggregate bag's, the minimum market share for CLEC basic business servicesis
17%. When viewed geographicdly, CLEC minimum market share rangesfrom 7% to 22%. Anandyss
of the underlying data at the exchange levd is provided a Confidentid Attachments F1 and F2.
Growth in Market Share:

RCW 80.36.330 identifies growth in market share as an indicator of effective compstition. The
comparison below of year-end 2001 and 2002 data demonstrates aSgnificant overal postive growth
trend in CLEC market share. (Further detail may be found at Confidentid Attachment B.)

Service 12/31/01 12/31/02 % Change
Business UNE-P 31,245 45,168 45%
Business Resale 12,287 7,275 (41%)
Subtotal 43,532 52,443 20%
Unbundled Loops 35,337 51,576 46%
Total 78,876 104,019 32%

A trandtion from resde to UNE-P servicesisreflected in the 41% decrease in resold services
and the 45% increase in UNE-P business services. Notably, the largest growth was in unbundled loops
which increased by 46%. Thistrend isindicative of increased facilities based compstition. Other data

aredso indicative of increased facilities based competition:

Service 12/31/01 12/31/02 % Change
Interconnection 166,213 210,858 2%
Trunks
Exchanged Traffic* 1,366 million 2,150 million 57%

* Local and EAS minutes of use exchanged over interconnection trunks.

I nterconnection trunks are used by facilities based CLECs to connect their locd switch to
Qwedt’ s switch for the purpose of exchanging local caling traffic between the CLEC' send users and
Qwest subscribers.

Ease of Entry:
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By usng Qwedt’ s facilities, CLECs can enter the market with ease. As discussed above,
ordering procedures, ingdlation and repair intervas, and prices have been gpproved by the Commisson
Converting business customers from Qwest to a competitor utilizing Qwest’ sfacilitiesisinexpensve and
fast. Thefollowing examplesilludrate the charges and timeframes for a CLEC to convert a Qwest retall

POTSs business customer to competitive CLEC service”

Qwes retall business cussomer converts to CLEC resold service:

POTs Customer Transfer Charge (nonrecurring)
Firg Line $5.73*

Additiond Line: $5.61*

Converson Completed:  Same business day

*Ratesfiled in Advice No. 3397T%

Owest retail business customer convertsto CLEC UNE-P sarvice

UNE-P POTs Converson Charge (nonrecurring)
Firg Line: $0.27*

Additiond Line: $0.14*

Converson Completed:  Same business day

*Rates filed in Advice No. 33971

Owest retall business customer converts to CLEC facilities; CLEC purchases unbundled loop

Badic inddlation without testing (nonrecurring)
First Loop $37.53
Additiona Loops $34.78
Instdlation: Quick Loop, (1-24 lines) - 3 business days
Clearly, when competitors can switch Qwest’ s basic business customers located anywhere in the
state to comparable business service for aslittle as $0.27, and with same day service, competitive
dternatives are reasonably available throughout Qwest’ s territory.
CLECsare provisoning retail busness basic exchange service over Qwest’sfacilitiesin dl but

five Qwest exchanges. Those exchanges are: Easton, Elk, Green Bluff, Liberty Lake, and Northport.

2" These examples assume that the customer maintains service“asis’ and the CLEC submits a mechanized L SR

before Noon Mountain Time.

 Advice No. 3397T filed April 18, 2003. Compliance filing in Docket No. UT-003013, Part B of the Generic Cost
Docket.

¥ d.
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These rurd exchanges contain 686 Qwest basic business access lines and represent 0.11% of tota
Qwest and CLEC access lines represented in this petition.  Although CLECs are not currently serving
customers in these exchanges over Qwest’ s fadilities it isnot due to lack of aternative providers or
fadlities, high costs or any other perceivable barriersto entry. As has been demonstrated, CLECs can
serve any customer that Qwest serves over Qwest’sfacilities. CLEC price ligs offer basic busness
service throughout the state. For asllittle as $0.27, a CLEC can switch the customer from Qwest to a
compstitive provider. RCW 80.36.330 provides that effective competition means that the company’s
customers have “reasonably avallable aternatives’. Reasonably available dternatives do exist in Easton,
Elk, Green BIuff, Liberty Lake and Northport and because such dternatives can be implemented virtudly
instantaneoudy, they are price congraining to Qwest. As previoudy noted, from December, 2001 to
December 2002, minimum CLEC market share grew by 32% across the state. CLECs can provide
service today wherever Qwest provides service.

Other Measurements of Market Share:

E911 Records

Although Qwest does not have specific data concerning competitors that completely bypass
Qwest facilities, areview of the aggregate E9Q11 records provides ingght. Within Qwest’s service
territory CLECs have submitted 420,305 business records for E911 purposes.™ These include records
for business customers served via unbundled |oops, CLEC facilitiesand PS-ALI “gation lines” Of note,
the CLEC E911 records do not include resold or UNE-P lines. (E911 records are categorized by the
facility based carrier providing service to the end user. Therefore, resold and UNE-P linesare
categorized as Qwest’ s E911 records.) The 911 record datais not easily compared to the accessline
data used e sawhere in this petition, but Qwest was reluctant to use its own specific record-to-line
conversion ratio as not necessarily being representative of actud CLEC line data. Qwest would note that

such data does exig, but it only has access to the aggregated record data. Clearly, the existence of over

> E911 records provide end user information (e.g. name, address, telephone number) for the Automatic Location

I dentification/Data Management System (ALI/DMS) used for the purposes of E911 emergency service.
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420,300 CLEC E911 records, excluding records associated with resold and UNE-P lines, provides
further testimony to the growth of CLEC market share and the competitive nature of the business market
across Washington.

Affiliations of Providers of Services

RCW 80.36.330 states that one factor to consder in assessing effective competition is the extent
of “the affiliation of providers of services’. Providers of basic busness service include afiliates or
subsdiaries of large internationd corporations such as AT& T, WorldCom, Verizon and SBC
Communications. | ndependent companies such as Td West Communications and NOS Communications
a0 provide basic business service according to their pricelists. Each provider, regardless of effiliation,
has it own price ligs filed with the Commission.

Pursuant to WA C 480-121-062(4), Qwest isproviding alist of entities that would be classfied
as dfiliated interests or subsidiaries of Qwest Corporation. (See Attachment G). Qwest believes that
this new rule requirement isto ensure that the petitioner’ s most significant competitors are not affiliates
but rather operate independently of the ILEC. The datardied upon in this petition represent wirdine and
resold services offered by companies unaffiliated with Qwest. Wirdess services, whether offered by
Qwest Wirdless or comptitive wirdess companies, are not included in the data that supports this petition,

but such services dso serve as competition to Qwest’ s basic business services.

E. Owest does not have a significant captive customer base

Asthe preceding evidence makes clear, Qwest does not have a significant captive customer base

for basic business exchange services. Qwest has demonstrated that:

There are at least thirty-two aternative providers of business basic exchange servicein
the market.

Alternative providers now have the ability to serve any business customer that Qwest
serves, utilizing Qwedt' sfadlities either through resale or the use of UNES.

Alternative providers have a minimum business locd exchange market shareof 17%
statewide and from 7% to 22% within particular geographic areas of Washington. This
market share is based on Qwest facilities being utilized to serve basic business customers.
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Over 420,300 aggregate CLEC 911 business records attest that dternative providers
hold additiond market share represented by business customers served over CLEC
provided facilities.

The Commission has established cost based rates for Qwest’s UNEs and resale services.

The Commission has found Qwest’ s wholesale services OSS functions to be
nondiscriminatory.

The Commission has gpproved Qwest’'s SGAT which documents ordering procedures
and ingdlation and repair service intervas for UNEs and resold services.

Based on Qwest’ s records, CLEC business market share grew by 32% from 2001 to

2002.
V. CONCLUSION

As evidenced by this petition, effective competition for basic business exchange services clearly
exigts throughout Washington. Therefore, Qwest’s business basic exchange services, as detailed at
Attachment A, should be reclassified by the Commission as competitive tel ecommunications services
under RCW 80.36.330 and WAC 480-121-062 effective May 31, 2003. Subsequent to reclassfication
by the Commission, Qwest will file price lists for these services.

Respectfully submitted this 1% day of May, 2003.

Qwest Corporation

LisaA. Anderl, WSBA No. 13236
Adam L. Sherr, WSBA No. 25291
Regulatory Contact:
Mark S. Reynolds
1600 7" Ave., Suite 3206
Seattle, WA 98191
(206)345-1568
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