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I.
IDENTIFICATION OF WITNESS

Q.
PLEASE STATE your name and business address.

A.
My name is Teresa K. Million.  I am employed by Qwest Services Corporation, parent company of Qwest Corporation (“Qwest”), as a Staff Director in the Public Policy organization.  In this position, I am responsible for directing the preparation of cost studies and representing Qwest’s costs in a variety of regulatory proceedings.  My business address is 1801 California Street, Room 4700, Denver, Colorado.
Q.
ARE YOU THE SAME TERESA MILLION WHO FILED DIRECT and rebuttal TESTIMONY IN THIS PROCEEDING? 

A.
Yes, I am.
II.
PURPOSE OF TESTIMONY

q.
what is the purpose of your testimony?

A.
The purpose of my testimony is to respond to the cost issues raised in the testimonies of Mr. Michael Starkey with respect to Issue Nos. 8-21, DC Power Plant and 9-43 and 9-44, Conversions; Mr. Douglas Denney with respect to Issue Nos. 4-5, Design Changes, 8-20, Available Inventory, 8-22, DC Power Reduction and Power Restoration Quote Preparation Fee (QPF) and 9-51, Application of UDF-IOF Termination Rate Element; and Mr. James Webber with respect to Issue No. 12-67, Expedite Order Charge.

III.
RESPONSE TO MR. STARKEY

ISSUE 8-21 - DC POWER PLANT

Q.
Mr. Starkey states, at page 69 of his testimony, that qwest structured its power plant rate on the basis of usage.  do you agree?
A.
No.  As I pointed out in my direct and rebuttal testimony, Qwest’s power plant rate is not developed using -- or based upon -- any concept of actual power usage.  Clearly, there is no correlation between the cost per amp of power plant generated by Qwest’s study and Mr. Starkey’s contention that it should be applied on a per-amp-used basis.  And although Mr. Starkey made this same argument on behalf of McLeod, the ALJ in Washington understood this when she stated in her order in the McLeod proceeding that the “Qwest collocation power plant rate was not developed on a “usage” basis, as McLeod claims.  Even though the word “usage” is found in the formula, the rate was developed to get at what the cost of hypothetical power plant would be on a per amp basis, without regard to usage.”
  Furthermore, it defies reason that Mr. Starkey would argue that Qwest’s rate is or should be applied on a usage basis.  The power plant rate resulted from a contested case in which Qwest’s cost studies were closely scrutinized by the parties.  Qwest filed its cost docket rates via a compliance filing process that included further review by parties and Staff and posted those rates publicly in Exhibit A to its Washington SGAT (Statement of Generally Available Terms).  Through it all, the power plant rate was described as applying on a per-amp-ordered basis, and as pointed out above, there was specific discussion about that in the Commission’s decision in the docket.  The resulting cost docket rate was billed to the CLECs on a per-amp-ordered basis and no CLEC complained about Qwest’s application of the rate.  If there had been any question about the way the rate was being charged, it would have been brought to light before now.  In Utah, the Commission pointed out in its decision on the McLeod complaint that the record did not “contain any evidence that McLeod, prior to May 2005, raised any concern of discriminatory conduct with Qwest pertaining to its collocation power plant engineering or billing.”
  Thus, as the Utah Commission found, the only chargeable unit developed in Qwest’s cost study is the cost of an amp of power plant capacity and nothing in that rate development has anything to do with the actual electrical current that any telecommunications equipment in a central office might consume.

q.
mr. starkey states at page 74 that qwest has not made any additional investment in its power plant when it begins to charge eschelon.  do the FCC’s TELRIC pricing rules require qwest to add capacity to its power plant in order to charge clecs for power plant?

A.
No.  As I stated in my rebuttal testimony, there is nothing in the FCC’s TELRIC rules that requires Qwest to add to its existing power plant to accommodate CLEC demand for capacity.  If Qwest’s power plant, as it existed in 1996, had had adequate capacity to meet CLEC demand Qwest would have been under no obligation to build additional plant to accommodate that demand and Qwest would still have been entitled to charge the CLECs for the amount of power plant capacity made available to them.  In point of fact, Qwest sometimes, though not always, did increase the size of its power plant on the basis of the orders it received from the CLECs for power feeds during 1999 and 2000 and its assumptions about the amount of power capacity that it would need to make available to the CLECs based on those orders.  Nevertheless, Qwest’s power plant study still calculates cost on the basis of an Amp of power plant capacity and not on the basis of the size of any given power plant or the actual usage of electrical current coming through it.

q.
did mcleod make the same arguments about the engineering of qwest’s power plant that mr. starkey presents in this proceeding?

A.
Yes.  Mr. Starkey has made those same arguments on behalf of McLeod in several states including Washington, Utah and Arizona.
  In evaluating the instructiveness of those arguments in determining the proper application of Qwest’s power plant rates, the Washington ALJ found that “McLeod’s arguments are generally unpersuasive.”
  Furthermore, Mr. Starkey argued for McLeod, as he does for Eschelon, that based on Qwest’s engineering practices Qwest’s power plant rate as currently applied is discriminatory.  However, confirming the ALJ’s recommended decision in its Final Order, the Washington Commission concluded “that McLeod failed to meet its burden to show that Qwest’s DC Power rate is improperly discriminatory.”
  In Eschelon’s Minnesota arbitration, the Arbitrator determined that “there is no evidentiary basis for drawing such a conclusion here.”
  In fact, in its decision in the McLeod Power Complaint the Utah Commission stated, “We find nothing in the ICA, statute, regulation, or Commission order that would require Qwest to do more than it is now doing; namely, billing McLeod for its collocation power plant based upon McLeod’s orders for power distribution cable.  We therefore conclude Qwest’s billing to McLeod for DC Power Plant does not constitute discriminatory conduct.”
  Thus, in the McLeod proceedings, Mr. Starkey has been unable to prevail on the issue of discrimination.  Eschelon and Mr. Starkey are advancing the same discrimination contention here, and, like this Commission and the other commissions in the McLeod proceedings, this Commission should again reject the contention.
ISSUES 9-43 and 9-44 – CONVERSIONS
Q.
Mr. starkey says at page 102 of his rebuttal testimony that Eschelon doesn’t have a choice when converting its existing UNE circuits.  do you agree?

A.
No.  In fact, the TRRO mandated that within twelve months from the effective date of the order CLECs “…must transition the affected DS1 or DS3 dedicated transport UNEs to alternative facilities or arrangements.”
  Further, as I pointed out in my rebuttal testimony, the FCC specifically identified that those alternative arrangements would include “…self-provided facilities, alternative facilities offered by other carriers, or special access services offered by the incumbent LEC.”
  Clearly, the twelve month transition period contemplated by the FCC has come and gone and CLECs have had ample time to evaluate alternative arrangements for serving their customers going forward.  The fact that certain CLECs have refused to transition as the FCC anticipated does not change the fact that for wire centers the FCC has deemed to be “non-impaired,” Qwest is no longer required to provide access to DS1 or DS3 UNE loops or inter-office transport.  Yet many CLECs, including Eschelon, have remained on Qwest’s UNE facilities well beyond the time identified by the FCC.  As I pointed out in my direct testimony, this language in the TRRO means not only that Qwest is no longer required to price these services at TELRIC rates, but that the FCC recognized an ILEC’s existing special access (private line) services as one of the alternatives available to CLECs after transition.

UNEs are priced at TELRIC; therefore, in order for Qwest to be able to price these alternative services at something other than TELRIC, as the TRRO permits, it is necessary for Qwest to convert UNEs to private line services.  If Qwest were not allowed to convert the UNE circuits to private line circuits, the FCC’s non-impairment findings in the TRRO would essentially be rendered meaningless.  Thus, to the extent that Qwest incurs costs to facilitate the CLEC’s conversion from one type of product (a UNE) to a separate and distinguishable product (a private line service), Qwest should be entitled to assess an appropriate charge.

q.
mr. starkey says at page 104 that your testimony does not address the FCC rules prohibiting QWEST from CHARGing CLECs FOR THE NONRECURRING COSTS OF CONVERTING CIRCUITS FROM UNEs TO PRIVATE LINE SERVICES.  please comment.

A.
As I pointed out in my rebuttal testimony, what the FCC rules and orders require is that Qwest not charge “…untariffed termination charges, or any disconnect fees, re-connect fees, or charges associated with establishing a service for the first time…”
  The point the FCC was making with the passages quoted by Mr. Starkey in his direct testimony is that the LECs should not be able to receive a windfall or be unjustly enriched as a result of converting CLEC circuits from UNEs to private lines.  The FCC said nothing about prohibiting a LEC from recovering its legitimate and necessary costs of conversion.  Although the FCC may have thought that such conversions would be largely a billing function, the FCC also contemplated that CLECs could be transitioned to special access facilities.  And, as I’ve explained in both my direct and rebuttal testimonies, that requires a change in product from a wholesale UNE product purchased only by CLECs through Interconnection Agreements (ICAs) to a tariffed service purchased by CLECs, other interconnecting companies and Qwest’s retail customers through commercial contracts.  UNEs and special access or private line services are clearly distinguishable from each other, not only by price and classification, but also by the customers to whom they are available and by the differing ordering, maintenance and repair processes that attach to each of them.  Qwest tracks inventory, as well as provisioning, repair and maintenance attributes of these distinct products through the use of circuit IDs.  Because of this change in product, Qwest incurs costs in the process of converting UNE transport or high-capacity loops to the alternative facilities and arrangements contemplated by the FCC in the TRRO.  Therefore, Qwest should be permitted to assess an appropriate tariffed charge, or as Qwest proposes in this proceeding, a charge approved by this Commission in a cost docket.  In the case of the conversions of UNEs to alternative facilities, but for the conversion, Qwest would not have to incur the costs of performing the associated tasks.

q.
are you suggesting by your testimony that qwest intends to physically move the clec from one circuit to another during the conversion, as mr. starkey says at page 105?

A.
No.  As I pointed out in my direct testimony, because of the change in the nature of these circuits from UNE products to private line services, and because these circuits are billed, inventoried and maintained differently in Qwest’s systems, Qwest must process them as an “order-out” and an “order-in.”  This means that Qwest must change the circuit identifiers to move them from one product category to the other.  For several of Qwest’s systems, including the TIRKS database and the WFA system, circuit IDs provide vital information, such as whether a circuit is a UNE or a private line, what type of testing parameters apply, and which maintenance and repair center is responsible for that circuit.  So, although the physical facility itself does not change, the way in which it must be identified in Qwest’s systems and operationally in its centers does change.

Thus, as I’ve explained, in order to ensure that the conversion process is transparent to the CLEC and its customers’ services, Qwest performs a number of manual activities during the process so that certain automated steps do not occur that could otherwise result in disruption of those services.  The purpose of many of the tasks included in the conversion process is to avoid placing the CLECs’ end-user customers at risk during the automatic processing of the order-out and order-in required to change from a UNE product category to a private line product category.  

Q.
is it true, as Mr. starkey says at page 107, THAT the rates qwest proposes for conversions are not telric-based?

A.
No.  As I stated in my direct testimony at page 19, Qwest proposes to charge Eschelon the rate of $36.86 for converting UNE loops, including Enhanced Extended Loops (“EEL”) and Loop Mux Combo (“LMC”), to private line circuits.  While this is not a Commission approved rate in Washington, it is based on a TELRIC study and is actually lower than the $40.32 TELRIC based rate approved by the Arizona Commission in Order No. 64922 (Cost Docket No. T-00000A-00-0194, Phase II) for private line to unbundled conversions.  In addition, Qwest proposes to charge the same $126.01 TELRIC-based rate for converting unbundled dedicated interoffice transport (UDIT) to private line circuits as is contained in other CLECs’ ICAs.
q.
MR. starkey says at page 108, footnote 282, that the 500 conversions you discuss in your direct testimony are not the same as the conversions discussed here.  IS He correct?

A.
No.  As I pointed out in both my direct and rebuttal testimonies, as of April 2005, because of the difficulties Qwest faced in allowing CLECs to maintain their circuit IDs when converting private lines to UNEs, any circuit additions or changes made to circuits after that date are required to change circuit IDs as well.  This is effectively the same process for private line to UNE conversions as Qwest has implemented for UNE to private line conversions.  In both cases, there is an order-out and an order-in processed that changes the circuit ID so that the product is identified appropriately in Qwest systems and operational centers for purposes of reporting, ordering, maintenance and repair for these two distinct products.  The fact is that since I wrote my direct testimony, I have learned that in 2006 Qwest processed successfully 1,436 UNE to private line conversions for CLECs who have already made the transition away from UNEs -- as contemplated by the FCC -- by changing circuit IDs using the steps outlined in my direct testimony.  This process has been transparent to the CLECs who have converted their circuits from UNEs to private lines while at the same time providing for accurate tracking and processing of the circuits by product category.  Qwest should not be forced to establish a new product, new processes or new systems at a cost of millions of dollars in order to track its facilities in another manner when it already has an existing, equivalent, tariffed product and existing systems and processes that are available for purposes of continuing to provide those facilities to the CLECs.  Qwest merely proposes to use the systems and processes that have existed for purposes of provisioning private line circuits for both retail and carrier customers since long before the 1996 Telecom Act was even envisioned.  It is far more efficient, not to mention more cost-effective, for Qwest and its customers, including its CLEC customers, to take advantage of existing services and thus to convert CLEC UNEs to private line circuits in non-impaired wire centers than it would be to develop an entirely new product.  However, these conversions do not come without costs.  And, just as there would be costs to CLECs if they choose to move to their own facilities, or costs if they were to lease facilities from other carriers, there are costs if they choose to remain on Qwest’s facilities.

IV.
RESPONSE TO MR. DENNEY
ISSUE 4-5 – DESIGN CHANGES
q.
Mr. Denney says at page 15 of his rebuttal testimony that eschelon proposes to pay interim rates for design changes until the commission approves telric-based rates.  has the commission set rates for design changes?
A.
Yes.  As I explained in my rebuttal testimony, the Commission set TELRIC rates for design changes in Part D of Docket No. UT-003013 as part of a group of rates that Qwest refers to as ‘Miscellaneous Charges.’  See WNU-42, Section 3.1Q.
q.
does the rate the commission set for design changes only apply to transport (i.e., UDIT) or does it also apply to unbundled loops and cfa changes?
A.
Contrary to Mr. Denney’s claim, the Commission-approved rate for design changes does not apply only to transport.  The design change study submitted by Qwest in Phase D of the Washington cost docket, upon which the Washington rate for Design Change is based, calculates the average cost of performing a design change for all types of products (i.e., loops and transport) and under all types of circumstances, including CFA (connecting facility assignment) changes.  The nonrecurring cost study estimates the amount of time, on average, that it will take to perform any given task in the list of activities necessary to complete a design change and the probability that the task will occur.  Qwest’s nonrecurring cost study did not distinguish between the various circumstances in which a design change might be requested by a CLEC.  Furthermore, as I explained in my rebuttal testimony, it is clear from the description of the design change element, included in the Executive Summary of the Nonrecurring Cost Study (Study ID#  7246) as part of Qwest’s compliance filing in response to the Commission’s 44th Supplemental Order in Part D of Docket No. UT-003013 that it was intended to apply to all types of design changes and not just to transport.  Otherwise, the description would not include references to end user premises (transport is from one central office to another central office and does not involve end users), optional features and functions, and type of channel interface.  The notation “type of channel interface” in the design change description specifically contemplates situations involving CFA changes.

Finally, it is important to note that the design change element in Washington is, as Qwest has stated, contained within the Miscellaneous Charges section of its Exhibit A and not in the section where the rates pertaining specifically to UDIT are contained.  There has never been a dispute about the fact that Qwest’s miscellaneous charges apply in a variety of circumstances and to a variety of products.  The fact that Qwest may not have charged a CLEC the Commission-approved rate for certain types of design changes does not mean that the costs for those design changes were not included in the cost study and the resulting rate.
q.
is it unusual for qwest to forego charging clecs for rates that have been approved by the commission in a cost docket?

A.
While it is not Qwest’s usual practice to forego charging the CLECs Commission-approved rates, it is not unprecedented.  For example, in Washington as part of Part A of Docket No. UT-003013, Qwest was granted approval to begin charging the CLECs for OSS.  However, Qwest did not begin billing CLECs right away because Qwest’s billing systems required modification in order to be able to assess the approved charge.  As with any company faced with limited resources and budget constraints, Qwest must prioritize its system changes to meet the most pressing needs of the business.  As a result, Qwest was unable to implement the billing changes necessary to bill for OSS charges in Washington until the first quarter of 2005 despite the fact that Part A concluded in 2001.  In other instances, Qwest has voluntarily suspended billing of Commission-approved UNE rates for various reasons.  The point is that just because Qwest has made business decisions in the past to not charge a particular Commission-approved rate and the CLECs have benefited from that does not mean Qwest is not entitled to charge the rate upon notifying the CLECs of its intent.

q.
mr. denney states on page 23 that because qwest’s cost study followed an asr flow instead of an lsr flow it must be transport specific.  is that accurate?

A.
No.  While it is true that the study that forms the basis for the design change charge in Washington is based on an ASR (access service request) flow, the reason is not that it is specific to transport.  Rather, the reason the study follows an ASR flow is because the TELRIC design change study that was presented in Washington in Phase D of the cost docket was modeled based upon Qwest’s existing TSLRIC design change study for access services, including switched and special access.  In other words, at the time that Qwest was developing a TELRIC rate for design changes, it already had a TSLRIC study for access services and the relatively new UNE study was simply set up to mimic the existing TSLRIC study.  The fact is that access services follow an ASR flow regardless of whether they involve private line loops or transport, and the design change charge that Qwest had developed for its access services was not limited to transport specific changes.  That is why the executive summary description of the design change charge discussed above was developed to apply to a variety of circumstances and a variety of products.

It is only in the case of UNEs that service order flows for ASRs can be identified with transport and LSRs are identified with loops.  And while it may have been ideal to have developed a design change rate for UNEs that took into account both types of order flows, the use of an existing ASR order flow provided a simplifying assumption in Qwest's TELRIC study filed initially in Washington on November 7, 2001.  Contrary to Mr. Denney’s assertions, the use of either an ASR or LSR order flow has only a minimal impact on the overall cost of design changes.  For example, Qwest’s current TELRIC study for design change (filed in Minnesota in December 2006) assumes a 100% LSR order flow, again as a simplifying assumption, resulting in less than 5 minutes difference in time and less than $3 difference in cost (related to order flow) between the two studies.

q.
is it necessary to develop separate charges for the various types of design changes as mr. denney suggests?

A.
No.  As I pointed out in my rebuttal testimony, neither this Commission nor the FCC has required Qwest to provide nonrecurring charges to cover every possible nuance of every possible way that every possible product might be provisioned by Qwest for the CLECs.  Nor would it be appropriate to micromanage Qwest’s product offerings by requiring it to provide costs and processes to address every possible “flavor” of provisioning activity in an increasingly competitive environment.

Eschelon has taken advantage of the fact that the design change charge as it is applied to UDIT is lower than it would be if the costs were calculated on a stand-alone basis.  At the same time, by its own admission,
 Eschelon has had the benefit of no charge for design changes to unbundled loops.  Now that Qwest has determined to exercise its right to charge the CLECs for all of the design change types included in the calculation of its rate, Mr. Denney would have this Commission believe that Qwest must accept interim rates for those design changes and then seek permanent rates from the Commission in a different proceeding.
  As I have pointed out above, Qwest has already received approval from this Commission for a design change charge that is an average of the costs for performing a design change for all types of products, under all types of circumstances.
q.
mr. denney states, on page 21 of his testimony, that a few minutes of a central office technician’s time should not amount to a charge of $53.65.  is there any relationship between this technician time and the rate this commission has established for design changes?
A.
No.  The fact is that the design change charge does not include any cost for the central office technician’s time required for a design change.  Mr. Denney’s assertion seems aimed more at confusing the reader than adding relevant information to the discussion of the issue.  The design change is a charge based on Qwest’s cost to process changes to an existing order at the request of a customer (such as Eschelon) associated with a design change and to provide a new design, including CFA changes, as well as processing updates to systems and databases pursuant to that request.  Furthermore, Mr. Denney points to a design change charge of $53.65 which, in Washington, is based on manual submissions of orders by CLECs.  He fails to mention that Qwest also has an approved design change charge for mechanical order submissions that is lower at $50.45.  And, contrary to Mr. Denney’s assertions, those costs are not recovered in any of Qwest’s other installation charges and so do not result in double recovery.  This is because those costs are not triggered unless a CLEC asks Qwest to interrupt the flow of an order to make a design change or until an order cannot be completed on a due date because the CFA information provided for the order is incorrect.  Regardless of the cause of the design change, Qwest must interrupt the order flow, correct the information in its systems and reinitiate the order process so that the order can complete with the new design or corrected information.  These steps occur whether the initial order was placed as a basic installation or as a coordinated cut.  And again, contrary to Mr. Denney’s assertions on page 22, the coordinated installation that Eschelon pays for does not include costs for the activities included in the design change charge.  This is because the cost for a coordinated installation, just like a basic installation or any of the other flavors of installation, is based on the assumption that the order will process through Qwest’s systems and the groups involved in provisioning once, from beginning to end without interruption.  This is not to say that there are no assumptions included in the installation costs to address manual handling at various points in the process due to fall out; however, those assumptions do not cover situations where the order must be reinitiated and completed with a different design.  Mr. Denney’s attempts to suggest that these costs are recovered in some other charge that Eschelon pays are no different than his incorrect suggestion that the design change charge covers the cost of a “few minutes of central office technician’s time.”

ISSUE 8-20 – AVAILABLE INVENTORY

Q.
MR. DENNEY continues to maintain THAT QWEST SHOULD NOT BE ENTITLED TO CHARGE A QPF FOR AN AVAILABLE INVENTORY SITE.  HOW DO YOU RESPOND?

A.
As I stated in my rebuttal testimony, these QPF charges recover much more than just the costs to physically prepare the quote.  Section 8.3.1.3 of the ICA describes the QPF, and makes clear that this charge covers much more than the mere physical generation of the quote, as the costs recovered by the QPF include: “order validation, Collocation project management, space verification, inventory of all reusable elements, preparation of new design work package (power and space planning and engineering, entrance facility engineering and construction (as required), engineering of additional elements and associated database changes (e.g., deleting old terminations from vacating CLEC and establishing assuming CLEC terminations), and preparation of initial quote.”  Even in the case of an identical request from a different CLEC and an identical price quote, Qwest must still, for instance, validate the order, manage the collocation project, reconfirm the reusable elements, and complete power and space engineering.  Qwest is entitled to recover those costs.  Mr. Denney presents no evidence that any of these steps are not necessary when Eschelon seeks a quote for an available site.  Again, as I have stated previously, exploring in detail the nature of the costs recovered by this rate is an inquiry that belongs in an appropriate cost proceeding.
ISSUE 8-22 - DC POWER REDUCTION AND POWER RESTORATION QPF

q.
MR. DENNEY CLAIMS, AT PAGE 71 OF HIS rebuttal TESTIMONY, THAT QWEST’S QPF IS UNNECESSARY beCAUSE QWEST ALREADY HAS AN NRC ESTABLISHED FOR POWER REDUCTION.  DO YOU agree?

A.
No.  As I stated in my direct and rebuttal testimony, the nonrecurring charges (NRCs) that he refers to that are established for power reduction are related to the Qwest labor and materials associated with performing the work to remove or reduce the power feeds for a CLEC in the central office.  As Mr. Denney points out on page 71 of his testimony, the “nonrecurring charge contains the cost to perform the DC Power Reduction” – it does not recover costs for planning and engineering work.  Qwest’s QPF charge is related to the engineering, project management and administrative labor costs incurred by Qwest’s Common Systems Planning Engineering Center (CSPEC), Interoffice (IOF) Design Engineering and Collocation Project Management Center (CPMC) to evaluate, plan and manage a CLEC’s request for power reduction – it does recover costs for planning and engineering work.  There is no overlap in the costs developed for these two NRCs.  Even Mr. Denney acknowledges the applicability of such a charge if “additional work is required outside the scope of the NRC.”
  Thus, because Qwest incurs costs to perform all of the tasks associated with both planning and engineering the job and actually performing the power reduction work, Qwest is entitled to recover both the QPF and the Power Reduction NRC.

q.
mr. denney says at page 73 of his testimony that you attempt to make the work for power reduction sound more complicated than it is.  please comment.

A.
Mr. Denney’s testimony is that because Eschelon pays a non-recurring charge for Power Reduction it should not also have to pay a QPF.  I am not under the impression that Eschelon is challenging the power reduction rate, nor would I characterize my description of that rate as being complicated.  I merely state that the nonrecurring charge for power reduction recovers Qwest’s labor and materials to reduce power feeds for a CLEC.  The purpose of my testimony is simply to point out that the activities included in the cost for Power Reduction are not the same as and do not overlap with the activities recovered in the cost for a QPF which recovers the costs for planning and engineering work.  Mr. Denney claims that I confuse two concepts, power reductions that are simple with those involving location changes which are more involved and include power cabling changes.  Contrary to Mr. Denney’s assertion, I am not confused about the differences between these two types of reductions, but I am confused by Mr. Denney’s testimony.  How does Mr. Denney think that Qwest’s personnel will know the difference between these two types of power reductions unless they perform the planning and engineering work to determine which is necessary in a given circumstance?  He says that Eschelon agrees to compensate Qwest for costs associated with location changes, including the engineering and planning, but Eschelon is plainly attempting to avoid paying for the QPF that is essential to performing such changes.
ISSUE NO. 9-51 – APPLICATION OF UDF-IOF TERMINATION RATE ELEMENT

q.
please discuss the dispute related to issue 9-51.

A.
The issue concerns a dispute about how to define the termination rate elements for unbundled dark fiber (UDF) interoffice facilities (IOF).  Eschelon has proposed through its definition of these rate elements to limit UDF-IOF terminations to two per pair -- in other words, one for each end of the termination path.  However, Qwest has consistently applied this rate on a per termination basis.  In other words, Qwest has applied this rate based on one termination on each end of the path plus additional terminations at each of the intermediate offices through which the UDF-IOF passes along its designated route.  The number of terminations required depends on the path of the UDF-IOF, the actual configurations of the central offices, and what is needed to deliver dark fiber as ordered by the CLEC to the CLEC’s collocation space.

q.
is qwest’s calculation of costs for termination elements consistent with its proposed application of the rate?

A.
Yes.  Qwest’s recurring costs for UDF-IOF terminations were developed on a per termination basis, assuming the average cost to terminate a fiber at a fiber distribution panel (FDP).  The termination costs are calculated per FDP assuming the network components for a single bay divided by the total terminations per bay.  There are no assumptions in the study regarding typical dark fiber configurations or the number of terminations that might be necessary for any given configuration because the study assumes that a charge will apply for each termination based on the actual configurations required to provide dark fiber to the CLECs.

q.
has qwest based its application of these rates on this method of calculating termination costs?

A.
Yes.  Since these rates were approved by the Commission, Qwest has consistently applied them for all CLECs on a per termination basis -- the number of dark fiber terminations required for the specific route requested by the CLEC.  This application of termination rates is no different than what Qwest is proposing for terminations in Eschelon’s case.  Thus, Mr. Denney is wrong when he suggests at page 121 of his direct testimony that Qwest is changing the application of these rates for Eschelon, but not for other carriers.  Qwest is merely trying to ensure that its description of these rate elements in Eschelon’s ICA is consistent with the way that Qwest has applied them since they were approved by this Commission.  

V.
RESPONSE TO MR. WEBBER

ISSUE NO. 12-67 - EXPEDITES
Q.
Mr. Webber argues on page 62 of his testimony that qwest does not charge itself to expedite orders but only incurs cost and therefore charging eschelon a non cost based price is discriminatory.  do you agree?
A.
No.  First, in order to accept Mr. Webber’s argument, one would have to accept that Qwest has a Section 251 obligation to provide CLECs with expedited orders.  As I explained in my rebuttal testimony, the only pricing authority the Act confers upon state commissions is that set forth in Section 252(c)(2), which directs states to set prices in the exercise of their Section 252 arbitration authority for interconnection services and UNEs that ILECs provide under Sections 251(c)(2) and (c)(3).  Section 252(c)(2) provides specifically that, in exercising their arbitration authority, states shall determine "the just and reasonable rate for the interconnection of facilities and equipment for purposes of subsection [251(c)(2)] . . . [and] for network elements for purposes of subsection [251(c)(3)]."
  As shown by this language, nothing in this section gives states pricing authority over superior services that an ILEC is not required to provide, such as expedited orders; instead, the authority Congress granted in that section is plainly limited to elements and services that must be provided under Section 251(c).  Nowhere in Section 251 is there a requirement for ILECs to provide CLECs with superior service.  Furthermore, when the FCC tried initially to interpret the Section 251(c)(3) requirement to provide nondiscriminatory access to UNEs as requiring ILECs to provide superior service, the Eighth Circuit struck this language down as violating the Act.  It is important to note that that portion of the Eighth Circuit’s decision was never disturbed by the United States Supreme Court.
  In fact, the Florida Commission articulated this point clearly when it said:

It is clear there is no obligation imposed or implied in Rule 51.311(b) that an incumbent render services to a CLEC superior in quality to those provided to a retail customer requesting similar services.  So long as rates are identical for all requesting parties, CLEC and retail alike, parity exists in the provisioning structure for service expedites, and there is no conflict with Rule 51.311(b).  We reiterate that current regulations do not compel an ILEC to provide CLECs with access superior in quality to that supplied to its own retail customers.

Thus, because this Commission’s authority to apply TELRIC pricing is limited to Section 251 services and elements under the Act, and the service of expediting orders is a superior service not required by Section 251, it would be inappropriate for the Commission to determine a TELRIC-based price for the Expedited Order charge.

Second, in order to interpret, as Mr. Webber has, that Qwest’s charging of a non cost based price is discriminatory, one would have to conclude that Qwest is obligated in all cases to charge CLECs only its own costs.  If that were the case, the FCC would have established a costing methodology for UNEs based on Qwest’s actual cost for its embedded network.  It did not.  Instead the FCC established a methodology (TELRIC) that requires Qwest to determine the average cost of various network elements based on a hypothetical, forward-looking network.  If Qwest’s actual costs based on the embedded network were the appropriate standard under the FCC’s rules Qwest would be charging CLECs much higher rates for many unbundled network elements that it is required to provide at forward-looking TELRIC rates which are well below the costs Qwest actually incurs.  Nevertheless, as I have explained above, TELRIC is not the appropriate pricing method to apply in the case of expedites.  Alternatively, to accept Mr. Webber’s discrimination argument, one would have to assume that Qwest is obligated to charge CLECs only amounts it imputes to itself for services it provides to the CLECs.  Again, this is not a proper interpretation of the FCC’s nondiscrimination requirement.  McLeod tried to make a similar argument in its DC Power Complaint case in Washington.  However, the Commission found in that proceeding that “[w]e have long held that a utility may charge different rates for the same service if it is reasonable to do so.  In this case, Qwest does not “collocate” equipment, hence its imputed rates for DC power may reasonably differ from the rates it charges CLECs under negotiated interconnection agreements.  Moreover, Qwest provided evidence that it does not assign power costs to itself solely on a measured basis, but rather that it takes into account the total costs for power plant which do not vary with usage.  The fact that Qwest does not impute to itself the same costs for DC power that it charges McLeod does not of itself constitute improper discrimination.”
  The fact is, that regardless of Qwest’s own costs to provide expedites for its retail customers, Qwest has determined a rate based on the value of an expedite that it has already established for purposes of charging its own customers.  By charging that same amount to Eschelon, an amount that Eschelon can pass along to its retail customers, Eschelon’s end-user customers are placed in the same position as Qwest’s end-user customers when an expedite is requested.
q.
mr. webber argues at page 64 of his rebuttal testimony that qwest has other premium charges that are based on telric pricing.  please comment.
A.
Mr. Webber has pointed at two of Qwest’s labor rates that have the word premium in their title and concluded that these are TELRIC based rates for premium services.  This only shows that Mr. Webber does not have any understanding of what these rates represent.  The designation of premium associated with these rates has nothing to do with their status as premium services, rather this designation refers to the fact that they are based on labor rates for employees working during premium hours (such as on Sundays and Holidays) at higher rates of pay. 

q.
is eschelon’s proposed charge of $100 per expedite a cost-based charge?

A.
No.  As Mr. Webber states on page 85 of his direct testimony, the $100 per day fee proposed by Eschelon is a flat per order charge.  It is not based on any analysis of Qwest’s costs to perform an expedite and is, in fact, below the minimum floor established in Qwest’s TSLRIC study for the activities necessary to complete an expedite.  Nor is Mr. Webber’s proposed expedite fee based on any analysis of the value associated with Eschelon’s ability to leapfrog ahead of its competitors’ orders that are already in queue.

q.
eschelon has argued in other jurisdictions that qwest’s due date change charge support its lower proposal for an expedite charge.  Please comment.

A.
A careful reading of the definition of the Due Date Change charge will show the fallacy of comparing it with the Expedite charge proposed by Qwest.  The Due Date Change charge applies in instances when the CLEC wants to change the due date to a later date, after the technician has been assigned or dispatched on the original due date.  In the case of an Expedite charge, the charge is based on the value to the customer of being able to go to the head of the line and have its order worked ahead of orders that are already in queue.  As I explained in my rebuttal testimony the basis for this service is that there is value to the CLEC to have the ability to leapfrog ahead of other customers.  In the case of a Due Date Change, the CLEC is not asking to move its date ahead of everyone else, it has missed the original due date and Qwest is simply trying to recoup its cost for having to dispatch a technician again to complete the work at a later time.

q.
how is a value based charge such as an expedite determined?

A.
As I explained in my rebuttal testimony, Qwest’s expedite charge is not based on cost, although Qwest certainly does incur costs to process a request for an expedited order.  For these orders, Qwest must invest time and resources to work the order into an existing provisioning schedule, coordinate activities among the several Qwest departments that are involved in the installation process, and communicate with the customer regarding the status of the order.  However, the value of an expedited order is the intangible benefit of a superior service provided to the customer by Qwest, i.e., the ability to go to the head of the line and leapfrog over the other customers whose orders are already in queue.  As I’ve explained previously, if Qwest did not charge its customers for the value they receive in going to the head of the line, those customers would receive an unfair advantage over other customers.  By making expedites available to all of its customers for a fee, every customer has the same ability as every other customer to decide for itself how important it is to obtain expedited orders.  Obviously, it would be impossible for Qwest to expedite every order; thus, Qwest sets a price for obtaining superior service that guarantees that only those customers for whom the priority to expedite an order is very high will request the service.

q.
Have you provided an example in everyone’s common experience that could help explain this concept?

A.
Yes.  In my rebuttal testimony I explained that the price concert-goers pay for tickets provides a good analogy to the situation presented in the case of expedites.  Concert-goers pay a premium for seats that are up front and closer to the stage than they do for seats that are in the back and farther away from the stage.  And while it does not cost any more to produce a show for the people in the front row than it does to produce a show for the people in the last row, it is not unusual for the people in the front row to pay a ticket price that is two or three times higher than the price for back-row tickets.  The reason some concert-goers are willing to pay the higher price is because they perceive enough value in being close to the stage to make it worth paying the premium fee.  Other concert-goers are willing to sit farther away to pay a lower price.  The same is true of expedite charges; some customers, including CLECs, are willing to pay a premium in order to receive what they perceive to be the superior service of shortening their installation interval and moving to the head of the line.  Other CLECs are satisfied to accept the standard installation interval and forego paying the additional fee.  Each CLEC makes the choice to pay the fee or not on the basis of the perceived value to their business to expedite orders.  This is no different than the decision process that Qwest’s retail and other wholesale customers go through when they determine whether or not to pay the $200 per day fee to expedite their installation orders.

q.
does this conclude your testimony?
A.
Yes, it does.
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