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BEFORE THE WASHI NGTON UTI LI TI ES AND
TRANSPORTATI ON COVM SSI ON

In the Matter of the
Petition of DOCKET NO. UT-030614
QVNEST CORPORATI ON Vol unme |11
Pages 96 to 336
For Conpetitive Classification
of Basi c Busi ness Exchange

Tel ecomruni cati ons Services.

N N e N N N N N N

A hearing in the above natter was held on
Sept enber 16, 2003, from9:30 a.mto 5:30 p.m, at 1300
Sout h Evergreen Park Drive Sout hwest, Room 206, O ynpia,
Washi ngton, before Adm nistrative Law Judge THEODORA
MACE and Chai rwoman MARILYN SHOMALTER and Conmi ssi oner

PATRI CK J. OSHI E.

The parties were present as follows:

THE COWM SSI ON, by JONATHON THOMPSON,
Assi stant Attorney General, 1400 South Evergreen Park
Drive Sout hwest, O ynpia, Washington 98504-0128,
Tel ephone (360) 664-1225, Facsimle (360) 586-5522,
E-mai|l jthonpso@wtc. wa.gov; and by LI SA WATSON,
Assi stant Attorney General, 1400 South Evergreen Park
Drive Sout hwest, P.O Box 40128, O ynpia, Washington
98504- 0128, Tel ephone (360) 664-1186, Facsim|le (360)
586- 5522, E-Mail |watson@wtc. wa. gov.
Joan E. Kinn, CCR, RPR
Court Reporter
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PROCEEDI NGS

JUDGE MACE: Let's be on the record in the
matter of the Petition of Qwmest Corporation for
Conpetitive Classification of Basic Business Exchange
Tel econmuni cations Services. This is Docket Number
UT-030614. This is Septenber the 16th, 2003, the date
we have schedul ed for the commencenent of evidentiary
hearings in this docket.

W' re convened at the offices of the
Washington Utilities and Transportation Commri ssion in
O ynpia, Washington. M nane is Theodora Mace, |'mthe
Admi ni strative Law Judge who has been assigned to
presi de at the hearing. The Commi ssioners are al so
presiding at the hearing, and on the Bench with nme are
Chai rwonman Marilyn Showal ter and Comm ssioner Patrick
Gshi e.

I would Iike to have the oral appearances of
counsel now, and I will begin with Staff.

MR, THOMPSON: Jonat han Thonpson and Lisa
Wat son for Conmission Staff.

MR. FFITCH: Good nmorning, Sinmon ffitch
Assi stant Attorney General for Public Counsel

MR, MELNI KOFF: Good norni ng, Stephen
Mel ni kof f representing the consuner interests of the

Department of Defense and all Federal Executive
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Agenci es.

MR, BUTLER: Arthur A Butler appearing for
WeBTEC.

MS. SINGER NELSON:  Good norning, Mche
Si nger Nel son here on behal f of M

MR, LEVIN. Good norning, Richard Levin on
behal f of Advanced Tel com Inc. also known as ATG

MS. FRIESEN. Good norning, Your Honor, Letty
Friesen on behal f of AT&T.

MS. JOHNSON:. Good norning, Your Honor, Karen
Johnson on behal f of Integra Tel ecom of WAshi ngton.

MS. ANDERL: Lisa Anderl representing Qmest.

MR. SHERR: Good norni ng, Adam Sherr of
Qnest .

JUDGE MACE: Thank you.

We have a schedul e today to begin with Quest
Wi tnesses M. Reynolds, M. Teitzel, and M. Shooshan if
we get to that point. W have a set order for
cross-exanination that calls for cross-examn nation by
MCl, AT&T, Public Counsel. | have been advised there's
a slight change in the latter part of the order and that
ATG wi || precede the Departnment of Defense, and then
WeBTEC wi || be | ast.

I want to caution you that we have | engthy

cross-exani nati on proposed by the parties. W have a
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1 short time for hearing. |If there is any way that you
2 can reduce the anount of your cross-exam nation, that

3 woul d be very hel pful to the Bench

4 We will take a norning break and an afternoon
5 break, we'll recess for lunch, and I will let you know
6 what those tines will be as we go on

7 Is there anything before we begin

8 Ccross-exani nati on?

9 MR. BUTLER: Yes, Your Honor, with respect to
10 Exhi bit Nunmber 63, we had sent in a corrected exhibit

11 list right after we sent the original one, and | failed

12 to catch this when we had the pre-hearing conference,

13 but Exhibit 63 is the sane as Exhibit 78, so | think we

14 can scratch Exhibit 63.

15 JUDGE MACE: So you're not going to offer 637
16 MR. BUTLER No, it's the sane exhibit as

17 Nunber 78.

18 JUDGE MACE: Okay, thank you.

19 Anyt hi ng el se?

20 Then let's --

21 MR. SHERR:  Your Honor, this is Adam Sherr of
22 Quest.

23 JUDGE MACE: Yes M. Sherr

24 MR, SHERR: | just wanted to nmake sure

25 everyone is aware, Qwest distributed sone updates to
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several cross-exhibits today, distributed to all the
parties and the Bench. There's a green sheet which
sumrari zes those, and attached to it were the updated
cross-exhibits. | don't know if you want me to go

t hrough all of these, but | believe they have been

di stributed.

JUDGE MACE: Not at this tine. M
understanding is that they have been incorporated into
t he Conmi ssioners' books and into ny book of exhibits,
and as long as the parties have copies of them we'l
just proceed on the assunption that there's no new
exhibits, but they're revised exhibits. That's correct,
is it not?

MR. SHERR  That is correct.

JUDGE MACE: And | don't even need to go
t hrough the --

MR, SHERR: Well, that is correct except for
the latter part of the exhibits identified on that green
sheet are ones that have been identified in advance of
the pre-hearing conference but that we did not have
copies of yet, and that's Exhibits 520, 521, 606, 607,
608, 609, so in a sense those are new docunents.

JUDGE MACE: Let ne just indicate that those
have been provi ded, we have copies of them and ny

t hought woul d be to address these at the tine that the
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1 W tness responsible takes the stand rather than at this
2 point in tine.

3 CHAI RWOVAN SHOWALTER: My only question is do

4 we have these exhibits in our books?

5 JUDGE MACE: We do.

6 CHAl R\OMAN SHOWALTER:  Okay.

7 MR, SHERR: Thank you.

8 JUDGE MACE: Then let's begin with

9 cross-exam nation. The first cross-exam ner of

10 M. Reynolds is M.

11 Are you ready to present M. Reynol ds?
12 MS. ANDERL: Yes.

13 JUDGE MACE: Let ne swear himin.

14 (Wtness Mark S. Reynol ds sworn in.)

15 JUDGE MACE: All right, please be seated.
16 MS. ANDERL: My |, Your Honor?

17 JUDGE MACE: Co ahead.

18 MS. ANDERL: Thank you.

19

20 Wher eupon,

21 MARK S. REYNOLDS

22 havi ng been first duly sworn, was called as a w tness
23 herein and was exam ned and testified as foll ows:

24

25
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1 DI RECT EXAMI NATI ON

2 BY MS. ANDERL:

3 Q Good norning, M. Reynolds. Could you please

4 state your nanme and business address for the record.

5 A. Yes, ny name is Mark Reynol ds.

6 Q I's your mcrophone on?

7 A Yes, it is. | think it is.

8 Q Button is up?

9 A My name is Mark Reynol ds, and ny business

10 address is 1600 Seventh Avenue, Room 3206, Seattle,

11 Washi ngton, zip code 98191.

12 Q M. Reynol ds, do you have before you your

13 direct and rebuttal testinony filed in this proceeding?
14 A Yes, | do.

15 Q And the exhibits attached thereto which have
16 been identified by the Judge as Exhibits 1T through 87
17 A. Yes.

18 Q Do you have any changes or corrections to
19 make to that testinony today?

20 A Yes, | do.

21 Q Can you please identify those changes or

22 corrections for us starting by identifying the testinony
23 and then the page and |ine.

24 A Yes, inis it 1T or T1?

25 Q 1T.
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A. 1T, ny direct testinony, | have severa
corrections. The first one is on page 12, and it's in
the footnote 12, and it affects the |last sentence at the
end of the second to the last Iine where it says, upon a
state finding of inpairnment, it should actually say,
upon a state finding of no inpairnment, so please insert
the word no there.

And the next change will affect the same
percentage, and it's on nultiple pages, so | will just
tell you that I"'mgoing to correct a percentage that
says 36% and |I'mgoing to correct it to 33% and the

first appearance of that is on page 13.

Q O which testinony?

A O 1T, this is all still in 1T.

Q Okay.

A In footnote 13, the third Iine down where it

says, actual increase in CLEC market share is slightly
hi gher or 36% should say 33%

I would also like to place a period at the
end of that line right after the date 12-13-02 and
delete, of 12 1/2%to 17%

Q You indicated that that percentage change
occurs el sewhere in your testinony?
A Yes, in the sane testinony, 1T, page 17, line

10, there's two occurrences of it that need to be
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1 changed, page 17 line 10, and then also in the first

2 line of footnote 19 on that sanme page, and | believe the
3 | ast appearance of it is on page 20, line 9.
4 Q Do you have any ot her changes or corrections

5 to your testinony or exhibits?

6 A No, | do not.

7 Q And so with those changes, is your testinony
8 and are your exhibits true and correct to the best of

9 your know edge?

10 A Yes.

11 MS. ANDERL: Thank you, Your Honor. W would
12 of fer Exhibits 1T through and including Exhibit 8 and

13 tender M. Reynolds for cross-exani nation

14 JUDGE MACE: |s there any objection to the

15 adm ssi on of those exhibits?

16 Hearing no objection, | will admit them
17 Ms. Singer-Nel son

18 M5. SINGER NELSON:  Thank you, Your Honor
19

20 CROSS- EXAMI NATI ON

21 BY MS. SI NGER NELSON

22 Q Good norning, M. Reynolds.
23 A. Good nor ni ng.
24 Q First of all, | just wanted to ask why you

25 made the change from 36%to 33%in your testinony?
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A. I made that change because in calculating the
36% | devel oped two nmarket share nunbers, one for 2001
and one for 2002, and | wanted to take a percentage
i ncrease to deternine what the percentage increase of
mar ket share was. And the 36% is based on rounded
percentages for those two periods, and the 33% which is
in my estinmation a nore accurate way to do it and it's
nore conservative for the conpany, is based on the
actual raw percentages, so. And | felt it was nore
accurate for nmy testinony to reflect the actual percent
i ncrease rather than one that's based on rounded

nunbers, so it was for accuracy.

Q When did you decide to nake that change?
A. I decided to make it probably yesterday. As
I was going through my testinony, | recalcul ated and

| ooked at the raw nunbers and saw that they cane out 33%

and just decided, you know, | can't |eave 36%in there.
So it's just -- it's for accuracy.
Q Why did you include 36%in the first place?
A You know, as you well know, there's a |ot of

nunbers in this proceeding, and | probably did sone
initial calculations, they came out, and | rounded them
at the time. And then |I did a subsequent percentage

i ncrease, came out 36% so | included that in. It

wasn't until | went back and was thoroughly going
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through ny testinony that | discovered that | thought
36% was too nuch, so.

Q I will direct your attention to your direct
testimony, which is Exhibit 1T, and first of al
generally on page 5 of your testinmony you just explain
that Qwest has not included digital sw tched business
services inits petition in this docket; is that right?

A. That is correct.

Q So Qmnest is only asking that its anal og

servi ces be deregul at ed?

A Conpetitive classified, yes.

Q Al right.

A At this tinme.

Q Wul d you define anal og as you use it?

A. | think it's defined by the services that we

provi de or that we ask for conpetitive classification on
in this docket. |It's the anal og PBXs, the anal og
Centrex services, and the anal og business services as
that's defined, and that is that we deliver an anal og
signal to the custoner rather than a digital signa
that's integrated into the switch and al so integrated
into the CPE at the custoner |ocation. So that would
probably be the differentiation between the types of
services that we would -- that we would call digital as

opposed to those that we would call anal og.
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Q Ckay. But Qwest provides sone of the sanme
services over both digital and analog facilities; isn't
that right?

A If what you mean is that our -- sonme of our
di gital exchange services have simlar functionality to
our anal og services, | would agree with that, if that's
what the question was.

Q If a business custonmer wanted a particul ar
service from Qrest, woul d the business custoner have the
choice of that service being provided over digita
facilities as well as being provided over anal og
facilities?

A My understanding is that custoners can ask
t hat anal og services be provisioned, for exanple, over a
DS1, but that would still require the analog service to
be converted to analog before it interfaced their CPE
and they woul d have to pay the additional costs of
having it provided over a digital facility |ike DS1

Q Okay. Let's go to your exhibit that tal ks
about all the services or that nanes all the services
that you're seeking conpetitive classification for
It's Exhibit MSR-2.

CHAl RWOVAN SHOWALTER:  You need to hel p us.
MS. SINGER NELSON: It's Exhibit 2.

CHAI RWOVAN SHOWALTER:  Oh, okay.
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MS. SI NGER NELSON: Yeah, Mark's exhibits are
going to be easy for the nost part, because they will be
mat chi ng up.

BY MS. SI NGER NELSON

Q Are you there?
A Yes, | am
Q So these are the anal og services that Quest

seeks conpetitive classification for; is that right?

A That is correct.

Q Now whi ch of these services are al so provi ded
by Qwest over digital facilities?

A I don't have an inventory of all of the
services that currently mght be provided to particul ar
custoners for exanple over a DS1 circuit. | do know
that some of themare. For exanple, | have talked with
our product managenent and our sal es people and found
out that we have some situations where customers m ght
have a DS1 that conmes to their |ocation that carries
sonme anal og services as, you know, an efficient way to
serve their telecomneeds. | don't think it happens
very often.

Any of these services if a custoner requests,
the line services could be provisioned over a DS1
facility. And, in fact, in the network, the way the

network works, we have a lot of digital |oop carrier
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system that provisions anal og services out to a certain
point in the network, the signal is converted to anal og,
and then it's provisioned to custoners as an anal og
service. So there's a lot of different ways to
di stingui sh, you know, what part of a service nmight be
digital and what m ght be anal og.
I think I went through earlier though how we

di stingui sh between the digital services such as DSS and
UAS and primary rate | SDN as opposed to these anal og
services that typically operate over anal og custoner
prem ses equi pnment.

Q The services that you described that are
provi ded over digital services or over digita
facilities for your business custonmers, are they
i ncluded in your market share calculations in this case?

A We included all of our anal og services
whet her they are served over |ike a stand al one copper
| oop, whether they're served over digital |oop carrier
system or whether they're provisioned all the way to
the custonmer over a DS1. Any service that we have or
any inventory that we have for these services, and these
are our anal og services, was included, yes.

Q I direct your attention to the bottom
| eft-hand corner of this exhibit. | see that you have

excluded not only digital services but also hote
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screening trunks?

A Yes.
Q Can you explain why?
A My understanding is, and you will notice that

up above we have hotel nessage trunks, and those are the
anal og PBX trunks that would serve a hotel PBX, so
want to differentiate between a hotel screening trunk
and a hotel nmessage trunk. M understanding is that a
hotel screening trunk is a toll trunk and thus is
sonmething different than kind of the |ocal exchange
trunks that we're petitioning for conpetitive
classification, and so that's why they're pulled out.

Q Why did you exclude pay phone access |ines?

A. Because they are really quite different |
think than the rest. They require special software in
the central office, and we just didn't decide or we just
deci ded that they were different enough that if we want
to petition for those, we will petition for those
i ndependent|y.

Q Is it true that a high percentage of the pay
phone market here in Washi ngton bel ongs to Qwest?

A I would accept that subject to check. |
don't have that know edge sitting here today. It sounds
reasonabl e, but | don't know that for a fact.

Q Is it true that Qwmest argues in this case
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that digitally provided services fromconpetitors shoul d
be considered as part of the market on the theory that
they're substitutes for Qwest voice service?

A No, that's not part of Qwmest's case. W were
very careful to ensure that the retail services that we
list in our petition matched up agai nst anal og type
whol esal e services, resale, UNE-P, and unbundl ed | oop.
And | believe that in the additional analysis that Staff
conducted as well, they were quite careful to ensure
that services that CLECs were providing, that digita
services were netted out of their accounts as well. So
at least it was our intent to keep the two separate.

Q And woul d you agree with ne that if Qmest did
include its digital facilities in the market analysis,
the market would be larger than a nmarket that does not
i nclude those facilities?

A Absolutely. |If we brought Qwest digita
facilities in on a retail basis and we brought the
digital facilities that we sell to CLECs and you brought
in CLECs' owned facilities that we don't -- that we
don't have any control over that provide digita
services, yes, the market would be | arger

Q Did you analyze Qnest's market share, or do
you know of an analysis by Qwmest of the market share for

Qnest when digital services are included on both sides
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of the formula, that is both for conpetitors and for
Qnest ?

A Part of the reason we didn't include it is
that we were having sone problenms identifying our own
servi ces and maki ng sure that we get conpetitive
servi ces and our own services on the sane footing, and
let me explain a little. Sone of our digital services
are provided on a DSO voi ce grade equival ent basis, and
I think nost of the people in this roomare famliar
that if you nove up to a DS1 |evel, a DS1 can carry 24
DSOs. And what our evidence showed from a conpari son
perspective is that the CLECs were purchasing quite a
few DS1s, we had a number of counts of DSO circuits on
our inventory, but we did not know how many of those
DSOs were being carried over DS1 facilities. And in our
analysis to try to synch that up, we decided to go ahead
with the filing without our digital services and net
t hose out, because we were having some problens synching
that up. | think we fully intend to cone in after this
filing for digital services, because |I think we have a
pretty strong case, so.

Q If you had a hard time synching it up, then
how did you reconcile that difficulty?

A. I'"msorry?

Q If you had a hard tinme synching up --
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A. Well, one thing we did and why | feel strong
about our case is we took all of our DSO equival ent
circuits and divided by 24, and we conpared our numbers
on a DS1 equival ent basis to the CLEC nunbers on a DS1
equi val ent basis and found out that it was a pretty good
story. Now but in order to fully tell that story and
tell it accurately, we have to |ook at the actua
customer |ocation data and find out how those digita
services are being provisioned to each and every
custoner so that we can match apples and appl es up.
mean to me that's an inportant part of the story, and so
that's why we pulled it out, we tried to nmake it
cleaner. | think it's been difficult because, you know,
digital services are out there, and | think that they
definitely fit in the sanme, you know, in the sane area
as these services, although you can distingui sh between
them as we have done.

Q Woul d you agree with ne that it's difficult
for Qwest to deternm ne whether a CLEC is using the
services to provide an anal og service or to provide a
digital service?

A Not -- no, | guess | wouldn't agree with
that. From a provisioning perspective of whol esal e
services, we know on a resale basis if they purchase an

analog line, they're reselling an analog |line. W know
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froma UNE-P basis that if they're purchasing an anal og
or digital UNE-P, that's what they're provisioning. On
an unbundl ed | oop basis, we also know that our unbundl ed
| oop counts in this docket, the vast mgjority, and

want to say in the 90 percentile, are all tw wire

| oaded | oops. At least that's the classification. It
doesn't nean that they're all |oaded, but they are not
non-| oaded, and | think that the CLECs woul d have a very
difficult time provisioning digital services over

non-| ocoaded facilities. So we are very sure of our
counts on both the whol esal e side and the retail side
that we have got pretty good match and we've got pretty
cl ean data as far as anal og services.

Q So you didn't, in your UNE-P analysis for the
CLEC nmar ket share, you excluded all UNE-P services
provi ded over digital facilities?

A That's -- we excluded all UNE-P digita
services. For exanple, UNE-P |ISDN, UNE-P, you know, al
of the digital retail services and their UNE-P
counterparts, we excluded those, yes, we did. W only
i ncl uded UNE-P POTS and UNE-P Centrex services that were
anal og services, so

Q Just for alittle help in distinguishing
bet ween those different types of services, can we | ook

at Exhibit Ato Quest's SGAT, which is Exhibit --
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1 JUDGE MACE: Do you have an exhibit reference
2 for that?

3 MS. SI NGER NELSON: Yes, | do, Judge.

4 BY MS. SI NGER NELSON

5 Q It's Exhibit 12, and, M. Reynolds, can you

6 poi nt out in your Exhibit A which services, whol esal e

7 services, you included in your calculation of market

8 share for CLECs, and please |let us know what page you're
9 on in the exhibit, it's pretty |engthy.

10 A. I would turn to page 19 of the exhibit, and
11 you won't see the recurring rate elenments for UNE-P

12 because by definition it's the sumof the underlying

13 UNE- P el enents, but you will see the nonrecurring

14 categories, and I would direct your attention to

15 9.23.2.1, UNE-P POTS, Centrex, analog PBXs, that --

16 Q Excuse ne.
17 A Yes.
18 Q Did you mean 9.23.2? Because UNE-P |ine

19 splitting is 9.23.1.

20 A I"'msorry, | said 9.23.2.1.

21 Q Oh, okay, thanks, | m ssed that.

22 A It's the first category under 23.2 there.
23 Q Thank you.

24 A And all of our UNE-P counts come fromthat

25 category. But you will notice as you nove down that
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there is UNE-P | SDN BRI, there's UNE-P | SDN PRI, DSS,
per DS1 facility, those are all digital. Turning the
page, there's nore digital services. And so the only
counts we used were UNE-P POTS, Centrex, and anal og.
And to ny know edge, those are provided over | oaded
facilities and woul d be anal og type services.

Q What about 9.23.3, are those the sane
services, it's just including different rates for if
it's a new connection versus an existing line?

A. That appears to be, yeah, that appears to be
the difference.

Q Okay. So those are included as well in your
mar ket share analysis | presume?

A. Yes, because actually in Exhibit A those are
just two different differentiations of how you m ght
order the services, yes.

Q Okay.

CHAI RMOVAN SHOWALTER:  Just before you ask
your next question, M. Reynolds, did your answer relate
to 9.23.3 or 9.23.3.17?

THE WTNESS: | think Ms. Singer Nelson's
question tried to confirmthat 9.23.2.1 and 9.23.3.1
were two different ways to order the sane facility, and
she asked if we included those, and the answer is yes,

t hose are what we incl uded.
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BY MS. SI NGER NELSON

Q Did you include the services that are
pur chased under 9.23.4.7?

A To nmy knowl edge, we did not. Let ne |ook at
this for a second. M recollection is we did not have
any UNE-P PBX services. Now that doesn't nean that
CLECs may not be using a UNE-P POTS |ine for PBX. You
know, | think that that could happen. And to the extent
that they are and they required a group of DI D nunbers,
they may well order that. | don't recall the DI D group
in our inventory, but it could be there, | mght have
mssed it. There's a lot of numbers in the features
category, and that m ght be where that cones in. But
it's not out, let me put it this way, it's not outside
the real mof possibility that a CLEC nay order 9.23.4.7,
but | don't recall seeing that.

Q So is it an exclusive or -- is it an
exclusive list of services then; are you saying that the
services provided by Qnvest to CLECs that were considered
in the market share analysis for this case were only
provi si oned pursuant to 9.23.2.1, 9.23.2.2, 9.23.3.1,
and 9. 23. 3. 2?

A. Yes, that is my understanding. W actually
track -- we track the product type of UNE-P. Even

t hough you will see 9.23.2.1 and you see a list of
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servi ces there, UNE-P POTS, Centrex, anal og, PBX trunks,
we track independently if we can which service the CLEC
orders, whether it's a UNE-P POTS or a UNE-P Centrex, we
track those. And the only two categories that we have
for CLECs for this service, this analog service, is
UNE- P POTS and UNE-P Centrex, so.

JUDGE MACE: M. Reynolds, |I'mgoing to ask
you to slow down just a little bit.

THE W TNESS: Ckay.

JUDGE MACE: | think there's a |lot of
acronyns there, and the reporter mght appreciate it if
you would speak just a little nore slowy, particularly
when you're reading some of the titles off.

THE WTNESS: | wll.

CHAl RWNOVAN SHOWALTER:  And | don't want to
wait to ask my questions because | don't want to get
[ ost right now

M5. SINGER NELSON: That's fine.

EXAMI NATI ON
BY CHAI RAMOMAN SHOWALTER
Q And |' m now uncl ear whet her you are saying
that the services that you're conparing cone only from
9.23.2.1 and 9.23.3.1, just those two categories, or do

we go into the .2 on both categories as well?
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A. I think the reason that Ms. Singer Nel son
added the additional categories, if you take a | ook, and
it's in pretty small print, the first category, for
exanmple, in 9.23.2.1 is nmechani zed, and that neans that
the CLEC woul d order that on a mechani zed basis through
our ordering systens. The second one is a manual. It's
the sane products, it's just a different way that they
could order those products, and so | think -- | think
that's why Ms. Singer Nelson included those in as well

THE WTNESS: Am | correct?
M5. SI NGER NELSON:  Yes.
BY CHAI RAMOMAN SHOWALTER

Q In her question, but then does that nean that
your answer is that you are maki ng conpari sons of CLEC
share that were ordered under four categories, 9.23.2.1,
and 9.23.2.27?

A That's correct.

And then also 9.23.3.1 and 9. 23. 3. 2?
That's correct.

CHAI RWOVAN SHOWALTER:  Thank you.

CROSS-EXAMI NATI ON
BY MS. SI NGER NELSON
Q Let's nmove on to your discussion in your

testi mony about resale services. Wuld you agree with
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me that when Qwmest is providing services or when a CLEC
is providing services to an end user via Qwest's resale,
the CLECs are conpletely dependent on Qunest for
provi si oni ng, for maintenance and repair?

A. I think by the nature of resale, yeah,
woul d agree with that, that it is a resold service that
Qnest does mmintain. The CLEC does have sonme contro
over, for exanple, who the custoner picks for their |ong
di stance carrier, sone things |ike that, but generally
it is aresold service of Qwest, and so they nust resel
the line and the feature services from Qnest.

Q And Qnest's network physically provides the
service to the customer; isn't that right?

A That is correct.

Q CLECs really can only differentiate their
services through pricing for resale, isn't that right,
differentiate their services from Qvest services through
pricing?

A. I think they can differentiate it through
pricing, but as | said, they can also differentiate it
t hrough sone of the vertical service offerings that a
CLEC can partner with an interexchange carrier and offer
sort of business packages or consumer packages that
m ght include certain types of toll packages included in

it. So, you know, that's a way they can differentiate
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the product. They can al so add other types of val ue
added services such as a wireless play, you know. The
packages today go beyond the basic access line, so
think there's ways that CLECs can sort of differentiate
even using resale as the basis.

Q And that's with additional services, but |'m
aski ng about the |l ocal service itself. You have tal ked
about |ong distance services and that kind of thing, but
my question is directed to the |ocal service. So would
you agree with ne that really the only way that CLECs
can differentiate their service from Qnest, their |oca
service from Quest service when providing services
t hrough resale is through pricing?

A. I would agree with that, but to the extent
that there are a variety of feature options that CLECs
and Qnest both tend to package together for custoners,
think the CLECs have that ability to do that. Now I
woul d give you that it would be Iimted to the features
that Quwest offers on that line, but as | suggested,
there are other ways that CLECs can enrich a feature or
an overall business package.

Q And in your testinony, you nentioned this
Commi ssion's 14. 74% di scount on recurring rates for
resol d services?

A Yes, |'m aware of that.



0127

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Ckay. And in that 14.74% CLECs nust fund

many different aspects of their provisioning; isn't that

right, like their billing, their collection, marketing,
sal es?

A | believe that there are certain functions
that -- in fact, that's how the 14.74%is calculated in

the first place is that, you know, the Conm ssion took a
| ook at Qmest's own costs for those marketing, billing,
and ot her types of operations to determ ne what it cost
Quwest and gave that discount to the CLECs.

Q And additional things that the CLECs woul d
have to fund with that 14.74% i ncl ude operationa
support systemnms, enployee sal aries and benefits,
conputer office equipnment?

A | assume that sone of that is true. | don't
have any firsthand know edge of that. | would think
that a | ot of the operational support for the services
because Qwest does provide the services conmes from
Quvest. | would certainly give you that there probably
is sonme back office type operations, bookkeeping that
needs to be done, but certainly not to the conplex
extent that Qwmest has to nonitor its network. The CLECs
don't have to do any of that, that's all done for them

Q And |'m not asking you what Qaest has. [|I'm

really focusing on the different aspects of the business
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that have to be funded by the 14.74% di scount.
A | think that there are sone. | don't, |'m

not an expert in the CLECs' operations, so --

Q Woul d you agree --

A. -- | would be specul ating.

Q Oh, |I'msorry.

A I'"msorry, go ahead.

Q Wbul d you al so agree with me that CLECs nust

earn a reasonable profit, otherwise they can't really
make a living providing resold services?

A I would say that a reasonable return on your
i nvestment is a good prudent part of a business plan

Q And in addition, CLECs would need to price
bel ow Qunest’'s retail rate in order to attract custoners
away from Qaest; isn't that reasonabl e?

A Not necessarily. You know, as | said, |
think that there are ways that the CLEC can market their
product. | think that there's enough add-ons that the
CLEC can do, coupling with a toll package and al so ot her
services that they may well be able to price sinmlar to
Qnest and essentially through the val ue added of the
ot her services still market their product.

Q W Il you please go to Exhibit 6C. Let ne
know when you're there.

A Yes, |'mthere.
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Q On the bottomhalf of this exhibit, it |ooks
i ke you have listed the average exchange service rates
that Qwest charges for those services; is that right?

A Yes.

Q The -- oh, pardon ne, I"mnot going to talk
about nunbers.

MS. ANDERL: | don't believe that the average
exchange service rates colum is confidential. 1It's the
revenues nunbers that we consider to be confidential

MS. SINGER NELSON: Thank you.

BY MS. SI NGER NELSON

Q So |l ooking at the first, 1FB flat, the rate
is listed at $26.70. And at the 14.74 discount that the
CLECs woul d get, that would give CLECs about, under ny
math, $3.93 to fund the other aspects of the business?

A That's what the discount would be worth. |
don't know that | would agree with the second part of
that. As | suggested, there are different ways a CLEC
can package their services, and they can obtain margin
of f of other services to fund their operation, so
don't know that | would necessarily agree that they're
totally relying on just selling that |ine.

Q A simlar calculation for the Centrex
products woul d give CLECs $2.75 difference; is that

right?
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A. Yes, | would agree with that as being the
di scount, yes.
Q And then finally for PBX trunks, a $26.81

charged by Qwest, the CLECs would get $3.95 in that

di scount ?
A Yes.
Q And in your testinony, you have noted that

resal e has gone down by 41%in the year 12-01 to
Decenber of 2002; is that correct?

A. | believe the answer is year over year from
12-31-01 to 12-31-02 our volumes for the business
services at issue in this proceeding went down. |
believe that's correct, | believe it's in an exhibit,
but 41% sounds ri ght.

Q Right, | think | have it marked on pages 13
and 14 of your testinony.

A That's correct. It's also, just for

reference, it's also in MSR-5C

Q Let's go to pages 14 and 15 of your direct
testi nony.
A I"'msorry, did you want nme to coment on the

41% r educti on?
Q No.
A | nmean there's a reason for it, but.

Q No, | didn't, thank you.
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Ckay, pages 14 and 15, all right, 1I'm going
to focus primarily on page 15 where you've got the
listings on the top of the page. It |ooks like you have
just listed the NRCs here; is that right? You haven't
listed the UNE-P rate el enments?

JUDGE MACE: When you're saying NRCs, you
mean nonrecurring costs?

MS. SINGER NELSON: Yes, | am thank you.

JUDGE MACE: Is it nonrecurring cost or
nonrecurring charge?

MS. SINGER NELSON: Nonrecurring charge,
think it really stands for both.

THE WTNESS: | think if you're in a cost
docket, it's nonrecurring cost. |If you' re |ooking at
rates, it would be a nonrecurring charge.

CHAI RWOVAN SHOWALTER:  You just nake ne fee
better when |I'm not the only one who can't renenber
t hese acronyns.

MS. SINGER NELSON: No, that's a good
guestion, never thought of it.

BY MS. SI NGER NELSON

Q So I'm | ooking at, for instance under Qwest
retail business, custonmer converts to CLEC resold
service on the top of page 15.

A That's correct.
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1 Q And you have listed, it |ooks |ike you have

2 listed the nonrecurring rates there, but you have not

3 listed the recurring rate.

4 A Yes, that's correct, and the reason that it's

5 only nonrecurring is this has to do with ease of entry

6 and what it would cost the CLECs to enter

7 Q And you have not, you have also not listed

8 any sunk costs of the CLEC, which are those costs that |
9 was tal ki ng about before which include conputer

10 equi pnment, building facilities, all that kind of,

11 furniture, that kind of thing?

12 A. No, those would not be included in Qnest

13 charges, those would be costs that a CLEC would incur in

14 provi sioning their own services.

15 Q And then -- and you would agree with ne,

16 woul dn't you, that in order to provide -- well, strike
17 t hat .

18 The first thing | wanted to point out was

19 that these rates are relatively recently adopted by the

20 Conmi ssion, weren't they just adopted this sunmer?

21 A | believe footnote 16 says that the advice
22 associated with -- the advice associated with the
23 resold, we call it the custoner transfer charge, it

24 woul d be the first set of rates listed at the top of ny

25 testinmony, lines 2 through 6, was filed on April 13th,
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2003, so those are relatively new. But | would suggest,
and | don't know whether you were going to try to

di stinguish them from other rates, that they are not
that different fromthe previous rates. There are

slight changes in them

Q Did they go up or did they go down?

A You know, | don't know the answer to that,
but I do recall taking a look. 1In fact, if you take a
| ook at -- well, | don't know, | just don't know the

answer to that.
Q And what about the rates in the third
category, basic installation without testing

nonrecurring.

A Yes.

Q First | oop and additional | oops.

A M1 hm

Q Were those rates adopted this sumer?
A That | don't know. | would accept that

subj ect to check, but | don't know when they were
adopt ed.

Q Woul d any of your witnesses be able to
respond to that question?

A. Let ne take a look at one thing. | think I
woul d be the witness, and so if | can't answer it, we

woul d have to provide it naybe in a record requisition
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if you would I|ike that.

You know, | don't

I was going to look in

the Exhibit Ato the SGAT to see if there was any det ai

about when the rates were | ast adopted, but there's

nothing in there, so
certainly find that

MS.  SI NGER NELSON
Judge?

JUDGE MACE
requisition?

MS. SI NGER NELSON
requisition.

JUDGE MACE

MS.  SI NGER NELSON
were the rates |listed
15 put into effect by

JUDGE MACE

appear at

MS. SI NGER NELSON

THE W TNESS:

MS. SI NGER NELSON
you.

JUDGE MACE

THE W TNESS:

M5. SI NGER NELSON

That will

lines 15 through 18?

woul d, you know, we could

out for you.

Woul d that be okay,

Are you naking a records

| am nmeki ng a records

be Nunmber 1.

And the question is, when

under the three categories on page
t he Commi ssion in Washi ngton?

And these are the rates that

No, lines --

1 through 18.

-- 1 through 18, thank

1 through 18.

Page 15.

And the question is when
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they were put into effect.
BY MS. SI NGER NELSON

Q M. Reynolds, is that an exclusive list of
nonrecurring charges then that a CLEC woul d have to pay,
or are there sonmetinmes other NRCs that CLECs have to pay
when they're providing those services?

A There are other nonrecurring charges, for
exanpl e, for unbundled | oop, that's the basic install
and | think | explained in nmy testinony the purpose of
ny testinony here is to provide sort of the m ninum
threshold. There are other nore exotic options,
ordering options and provisioning options that CLECs can
order that are nore expensive than these rates,
especially for unbundled loops. | don't -- there's also
di fferent nonrecurring charges for new UNE-P service as
opposed to conversions fromexisting, so there are
di fferent nonrecurring charges for those as well, and
those are all listed in the SGAT. So if sonebody wanted
to research that, they certainly could. O her
nonrecurring charges that mght apply, | believe that
nost features, for exanple if a CLEC wants to order
UNE-P fromus and then add the features they want to
that line so that they can market those features to
their custoners, many of the features do not have

nonrecurring charges, but a few do, and so those woul d
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be sonme additional nonrecurring charges for those
features that don't apply.

Q And the CLECs would |like to purchase, they
may |ike to purchase a I ot of those other features if
they wanted to provide services conparable to the Quest
busi ness services that are listed in the petition; isn't
that right?

A Yes, and -- but | wouldn't limt nyself to
that. | mean |I'm sure the CLEC has a business plan that
they want to follow, and they probably want their
services to fall into whatever business packages they
believe their custoners want. |'mnot sure that they're
just providing exactly what Qmest provides, and that's
the nice thing about UNE-P is that the CLEC can design
the service the way they want it. And so to the extent
-- and you asked the initial question was about
nonrecurring, and what I'mtelling you is is that any
pl ace where it was deened that Qaest incurs costs in
actually providing a feature to a CLEC in designing this
feature package that they have, we're entitled to
recover it, and that would result in a nonrecurring
char ge.

There are a nunber of those features that
don't carry nonrecurring charges, because when we

initially set up the UNE-P |line, you know, we put the
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translations in that defined the |line and the software,
and there's very little cost associated with it, so
those woul dn't carry nonrecurring charges. So it
depends on the feature, sonetines it depends on when
it's added.

Q Now you al so tal k about the length of tine
that it takes for a CLEC to get the service for its
custoner. In the first category you tal k about the
conversi on woul d be conpleted the same busi ness day.
Now how does that work? The way | was |ooking at it,
okay, on day one the CLEC notifies Qwest electronically
that one of its custonmers wants to switch to the CLEC.
Then al so are you saying that on day one Qwest switches
the customer to that CLEC and the CLEC starts
provi sioning the service?

A My understanding is that a CLEC that wi shes
to resell Qmest services, which is the first category,
and for conversions as is, that is if the CLECis
willing to take that custoner with the feature package
that they have with Qwest, we can do a sane day
conversion, and that's -- so that's what that's speaking
to is that you can do a same day conversion. |[If the
CLEC wants to change a nunmber of features and aspects of
the service, that would take longer. | don't think we

could do that sane day. But a conversion as is, if the
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order cones in and we receive it before noon, we can do
it the sane business day. And | believe that that's
covered in footnote 15 on the prior page.

Q And do you know what the percentage of

conversions as is are, the nunber of orders?

A | do not.
Q Coul d you find that out?
A | don't know. If it exists, | can.
M5. SINGER NELSON: | would like to find that

out, Judge, so | would ask that we woul d have a records
requisition.

JUDGE MACE: That will be records requisition
Nunmber 2.

And woul d you phrase the question, please?

MS. SINGER NELSON: Yes. \What is the
percentage of as is conversions for UNE-P services?

MS. ANDERL: On resale?

MS. SINGER NELSON: Yes, the three categories
that again are listed on lines 1 through 18 on page 15
of M. Reynolds' direct testinony.

MS. ANDERL: Well, | don't think there is an
as is conversion --

THE W TNESS: For unbundl ed | oop.

MS. ANDERL: -- for unbundl ed | oop, so.

MS. SINGER NELSON: ©Ch, okay, so it would
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just be UNE-P and resol d.
THE W TNESS: That's correct.
BY MS. SI NGER NELSON

Q So the sane day is limted to as is orders,
and then it |ooks |ike based on footnote 15 on page 14
that the other condition on the sanme business day is
that the CLEC has to submit a nechani zed LSR before noon
Mount ai n Ti me.

A That's correct.

Q Do you know the percentage of orders that are
mechani zed and are sent to Quwest before noon Mountain
Ti me?

A I don't know that, but you might -- | nean |
don't know what your -- is your question is what
percentage of orders are submitted before noon Muntain
Time and requests a conversion as is or total orders?
Because | believe if your question is the former that
that's probably what you're going to get in response to
your records requisition. Because if we didn't receive
it before noon Mountain Tine, we wouldn't be able to do
-- we wouldn't be able to convert it as is. It wouldn't
neet the criteria.

Q Well, so it has to neet both, it has to be as
is and it has to be nechani zed before noon Muntain

Ti me?
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A. That's right.
Q So there's also a question of whether Quest
recei ves manual orders and what percentage of CLEC

orders are processed manually by Qwmest?

A. That's fine, | nean that is a question, is
that on the table? | don't know the answer to that.
suspect it's relatively small. | don't think we receive

many fax orders from CLECs any nore. So | nmean we can
certainly find that out.

Q Woul d you agree that a nanual order would
i ncrease the conversion tinme?

A Yes, | woul d.

Q And woul d you agree with ne that if the LSR
was received by Qmest after noon Mountain Time, that
woul d i ncrease the conversion time?

A That's correct.

JUDGE MACE: Ms. Singer Nelson, |I'm wondering
how you're doing with your cross, we're thinking about
taki ng a break.

MS. SINGER NELSON: | probably have about 10
or 15 nore mnutes.

JUDGE MACE: Why don't you continue for right
now.

BY MS. SI NGER NELSON

Q M. Reynol ds, what is the source of the
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i nformati on on the top of page 15?

A The source of the information | believe is
starred. It says rates filed, and you can even track it
down, which maybe obvi ates the need for one of your
records requisitions, but the rates are filed in Advice
3397T with this Commi ssion for both the resold and
UNE-P, and | think the question on the table was |'m not
sure when we filed the rates for the unbundl ed I oops,
but --

Q How - -

A The ultimate source would be the tariff in
this state. You know, we're required to file our rates
in the tariff | believe even before they hit our SGAT,
so.

Q And, I'msorry, | want -- | really was ainmng
nore at your conversion time calculation. | apologize
for not being very specific on that. So what is the

source of your conversion tines?

A. Are you asking whether that's in the tariff
or not?
Q Where did you get the information to put it

in your testinony?

A. For the sane business day for if we receive

Q (Noddi ng head.)
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A | believe that that's either, and | can tel
you | don't know, | nean it was researched for ne and --
but | suspect that you can either find it in the tariff,
that it's listed that way, or possibly in a service
interval guide that we provide to CLECs for how we
provi si on these services, so. And | honestly don't know
which one it is. And there may be a third, but those
are the two likely sources that | would suspect. It may
al so well be in the SGAT too.

Q And does that also apply to the three
busi ness day installation for the unbundl ed | oop?

A Yes. | know that the three business day
installation, the quick loop, is in the service interva
guide that's avail able at Qnmest's Wb site.

Q Let's focus on Exhibit 6C for a few ninutes
First of all, the five exchanges that Qmest lists inits
initial petition where services are not provisioned to
CLECs via UNEs or resale, are they all in Zone 57

A. I would suspect that they are. | don't know
that for a fact, but | would suspect that they are.

Q Is there sonmething we can | ook at that would
tell us that in the record?

A | don't believe so. | don't think I have
seen anything in the record that breaks the wire centers

down by the zones that we have for our unbundl ed | oop
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whol esal e services, but that information certainly is
obt ai nabl e.

MS. ANDERL: Your Honor, | would just
vol unteer that | know that the zone rates are broken
down by wire center in Qvwest's tariff, Qwmest's whol esal e
tariff, which is on file here at the Conm ssion.

MS. SINGER NELSON: And the exchanges are
listed, are the exchanges listed in the tariff?

JUDGE MACE: Are the exchanges |isted?

MS. ANDERL: The wire centers are, and the
wire centers can be correlated to exchanges through data
that's already in this docket in the record.

MS. SINGER NELSON: Thank you.

BY MS. SI NGER NELSON
Q But your -- oh, well, a guess is a guess.

Let's look at the first half of this exhibit,
UNE- P el enents and prices.

JUDGE MACE: |I'mnot sure if you're going to
mention sonmething that's confidenti al

Is there anything in that set of figures that
Qwest needs to protect?

M5. ANDERL: M understanding, and,

M. Reynol ds, check nme on this, but the UNE-P el enents
and prices is not confidential. |It's only the revenues

that's in the bottompart of the docunent.
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THE WTNESS: | would agree with that.
MS. SI NGER NELSON: Ckay.
BY MS. SI NGER NELSON

Q So in here you list the UNE rate el enents
that nmake up the UNE-P product; is that right?

A Yes.

Q You do not include the things we tal ked about
before as sunk costs here?

A No.

Q And you woul d agree that CLECs woul d have
sone sunk costs?

A You know, once again, | believe that any
conpany that wants to provide these services are going
to have costs that are in addition to whatever Qwest
charges them for a particular facility. And so | nean
-- and | think everybody understands the derivation of
these is based on Qwvest's own costs to provision these
services. So by definition, we wouldn't include CLECs'
costs of any sort. | nean | will agree to you overal
that CLECs probably need to cover their costs to have a
prudent business plan, so.

Q And here in this exhibit you also don't
i nclude the NRCs that we tal ked about earlier, did you?

A No, | did not.

Q Now | ooki ng at average usage, the $1.63 in
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each of the categories or each of the zones, it |ooks
i ke Qvest bases that on estimated usage of 1,000
m nut es of use per nonth?

A Yes.

Q And that's a conbination of sw tching and
shared transport?

A Yes.

Q Isn'"t the 1,000 minutes of use a nonth a | ow
estimte of mnutes of use for business custoners?

A. | actually went to our product nmanagenent
peopl e that deal with these products, and | asked them
for an estinmate based on business type services, and
this is the estinate that | got, so | believe that it's
probably pretty reasonabl e.

Q Are you famliar with the estimate that's
typically used in the cost cases as 1,200 m nutes of use
for residential custoners?

A No, I'mnot famliar with that.

Q And if the average m nutes of use was in
fact, is in fact higher than 1,000, that would increase
the average usage rate elenment; isn't that right?

A Yes, it would, but as you can see, it's a
pretty small anmount, and you could double it without
i mpacting the overall cost too much.

Q Let's ook at the bottom half now of this
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1 exhibit. You have several categories, and I wll

2 attenpt not to -- well, | will not state any

3 confidential nunmbers, but |ooking under -- are the

4 categories confidential?

5 A. (Shaki ng head.)

6 Q The second category, do you see the second
7 col um?

8 A Yes, | do.

9 JUDGE MACE: Are you talking about the

10 average directory revenues?

11 MS. SI NGER NELSON: Yes.

12 JUDGE MACE: | understood that to be

13 confidenti al

14 M5. SINGER NELSON: The nunbers are, | didn't

15 know i f the category itself was confidential

16 THE WTNESS: No, | don't think so.

17 JUDGE MACE: Ms. Anderl?

18 M5. ANDERL: ( Shaki ng head.)

19 MS. SINGER NELSON: Ckay, it's just the

20 numbers.

21 BY MS. SI NGER NELSON

22 Q So under average directory revenues, is that
23 a revenue that all CLECs would obtain if they were

24 provi di ng UNE-P services?

25 A Yeah, | think so. Those are listing revenues
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that | believe, you know, Dex woul d conpensate any LEC
for the |istings.

Q Those are deregulated; isn't that right?

A | believe that they are, but they are a
revenue source, and we wanted to provide revenue
sources, SO

Q Under the USF columm, isn't it true that a
CLEC woul d only receive USF if it obtains eligible
t el econmuni cations carrier status?

A. | don't know that. That's, you know, that's
a pass through elenent. | guess | would say though that
the CLEC can charge whatever they want ultimately. You
know, these are revenues that Qmest gets on these I|ines,
and | listed them because | was trying to do a
conpari son between what we charge on a whol esal e basi s,
trying to include apples and apples, and you said
didn't include nonrecurring down below, well, | didn't
include it on the retail side either. | tried to keep
these recurring rates that we charge whol esal e and
retail, and the purpose of the conparison was just that.
A CLEC can purchase the UNE-P el enents and charge
what ever they want to their end user custoners. So |
don't -- | nmean | have a hard tinme answering your
question that a CLEC can't include a USF, well, maybe

they can't put it on the bill as a USF, but they can
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1 certainly add 56 cents to their bill or to their price,
2 so they're not limted.

3 Q The LNP rate, is that a charge that Quest

4 i nposes on its custonmers for inplenenting | ocal nunber
5 portability?

6 A That is correct.

7 Q Is that a charge that CLECs would be able to
8 collect for UNE-P services?

9 A | believe they would be able to coll ect

10 anot her 43 cents on the rate, so | nmean whether they
11 want to call it LNP or whatever they want to call it, |
12 believe they can pretty nmuch do what they want to do.
13 nmean their services are price listed, and so they -- |
14 think they can file any of these rates to the extent

15 they want to.

16 Q Now |I'm just noving on to your rebuttal, and

17 I'"m al nost done, and |I'm specifically |ooking at page 11
18 of your rebuttal. You don't have to go there, but in

19 case you want the reference. It |ooks |ike --

20 CHAl RMOVAN SHOWALTER:  Wel |, why don't you

21 just give us the reference, what exhibit are you talking
22 about ?

23 MS. SINGER NELSON: It's page 11 in

24 M. Reynol ds' rebuttal testinony, which is Exhibit 7RT.

25 BY MS. SI NGER NELSON
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Q And, M. Reynolds, this is where you tal ked
about Qwest wanting, through conpetitive classification
of these services, you wanted the ability to deaverage
your basic business service rates; isn't that right?

A. I don't know that | say that specifically. |
think what | say is that, you know, we're currently
limted to statewi de average pricing, and part of the
rationale for petitioning for conpetitive classification
is to gain freedomto respond to conpetitive activity
where and when it happens. And to the extent that that
results in deaveraging, you know, | would say that
that's a logical result.

| guess | would also add that the inportance
of our ability to deaverage | think is highlighted by,
you know, the exhibit that we just | ooked at where we
| ooked at the different zones that the CLECs can
purchase fromand the different prices. To the extent
that we're held to a statew de pricing mandate, you
know, it would be difficult to price w thout going bel ow
the nost expensive zone that we have in this state, and
then we get into questions that | think that are raised
by the CLECs regarding price squeeze and ot her things.
So that's part of our concern, and that's probably the
maj or thrust and the major reason why we want to have

these services conpetitively classified.
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Q Isn't it true that Qmest did not deaverage
its business services when it obtained conpetitive
classification of DSl services in UT-0008837?

A That is correct, and part of the reason that
we did not is it was a very limted grant, and it was a
somewhat difficult grant in that those services had to
be provided over a DS1 or greater facility, and so it
was difficult for us to work with that. W think that
this format is a nuch better format for us to work
within. 1It's the same format that the CLECs face
statewi de, and so that's why we think -- that's why we
came back and filed this filing. And that's why we're
actually petitioning for some of the services where we
were previously granted conpetitive classification
because we believe we have a good robust story froma
di fferent perspective, and that is that the CLECs are
pur chasi ng whol esal e services statewi de fromus, and so
we shouldn't be limted to whether it's over a DS1 or
not any nore.

Q Al right, M. Reynolds, | know we don't have
very much time for cross-exam nation, and | understand
that you have to explain your answer, and | don't want
to constrain that, but just for conserving tine, could
you just respond to my question without a |ot of

expl anation, and then Ms. Anderl can follow up with you
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on redirect.
A I will do ny best.
Q Thank you.

On page 13 at lines, starting at line 12, you
state that Qwest does not always know what ret ai
services CLECs are provisioning fromthe underlying
whol esal e services; is that correct?

A. Yes.
Q And t hen you say, unbundl ed | oops can be used

to provision virtually any type of retail business

exchange service. |s that true for UNE-P as wel|?
A No, but within -- | believe within a narrow
range of options, for exanple, | believe that a CLEC

coul d probably order UNE-P POTS, for exanple, and
provision it as a UNE-P PBX |line. They both cost the
sane, so | don't know that Qwmest is not indifferent to
it. But once again there, we wouldn't know exactly what
the CLEC is doing. You know, when the CLEC buys the
underlying facility fromus, especially with an
unbundl ed | oop, we don't have visibility, they hook it
up to their switch and provisi on whatever service they
want .

MS. SINGER NELSON: Ckay, that's all | have,
t hank you.

JUDGE MACE: W'l take a recess for 15
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m nut es.

(Recess taken.)

JUDGE MACE: Ms. Singer Nelson, you indicated
you were going to offer your exhibits.

MS. SI NGER NELSON:  Yes, Your Honor, M
noves for the adm ssion of Exhibits 9, 10, and 11

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

M5. ANDERL: No, Your Honor, with the one
qualification that both 9 and 11 contai ned Attachnent
A's when Qnest provided their responses, and Ms. Singer
Nel son did not include those Attachnment A's as parts of
the exhibit. She and | tal ked about this, it was
intentional, MCl sinply meant not to include them but
we woul d i ke to take another | ook at them before the
end of the day today and ascertain whether we would Iike
for purposes of conpleteness to offer the attachment A's
that belong to Exhibits 9 and 11

JUDGE MACE: Are you suggesting that we
reserve ruling on the exhibits at this point until you
have had a chance to do that?

MS. ANDERL: No, they can be admitted as is,
but we would sinply like to nake those exhibits, if we
decide to offer the Attachment A's, that those would

t hen be subsequently included.
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JUDGE MACE: Ms. Singer Nelson, do you have

any problemw th that?

MS. SINGER NELSON: | have no problemwith
t hat .

JUDGE MACE: | will admit the exhibits at
this time.

MS. SINGER NELSON: | would al so nmove for the

adm ssion of Exhibit 12, which is Exhibit Ato Qnmest's
SGAT.

JUDGE MACE: Any objection?

MS. ANDERL: No objection.

JUDGE MACE: | will adnmit that.

MS. SI NGER NELSON: Thank you.

JUDGE MACE: Let's turn next to Ms. Friesen.

MS. FRIESEN. Thank you, Your Honor.

CROSS- EXAMI NATI ON

BY MsS. FRI ESEN:

Q Good news, M. Reynolds, M. Singer Nelson
reduced the tinme | will need.
A Good.

CHAl RMOMAN SHOWALTER: What's the bad news?
Q But | would like you to back up a little bit.
I would Iike to draw your attention to Exhibit Nunmber 2,

which is the Exhibit Nunber 2 attached to your direct
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1 testinony, 1T, and that is a |ist of the basic exchange
2 services that Qnest is seeking conpetitive

3 classification for

4 A Yes.

5 Q Are you there?

6 A Yes, | am

7 Q I"mparticularly interested in the narket

8 expansion line service. As | understand this service --

9 JUDGE MACE: Where is that exactly?
10 MS5. FRIESEN: It is under basic business
11 | ocal exchange service, and it's in all caps. That's

12 the first colum to the left on Exhibit 2.

13 JUDGE MACE: Thank you.

14 BY Ms. FRI ESEN

15 Q In any event, | aminterested in narket

16 expansion line service, and | believe, as | understand
17 this service, it provides a |l ocal tel ephone service from
18 a central office outside of where the subscriber's

19 exchange area is. |n other words, the custoner has the
20 ability to call from any nunber and have the cal

21 automatically routed to another location. |Is that a

22 correct summary of what that service does to your

23 know edge?

24 A | think that's close. | think it works off

25 what we call renote call forwarding so that when a cal
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1 comes in to a nunber in a central office, the custoner's
2 nunber, if the customer is in a distant CO rather than
3 havi ng dedicated circuits |like a foreign exchange |ine,
4 the switch points the call to the switch where the

5 custoner is located and term nates the call.

6 Q Okay. Now if the CLECs have a service that

7 conpetes with that, for exanple provided over what is

8 known as VNXX or virtual NXX capability, are you

9 famliar with that?

10 A. | sat through one of the workshops for VNXX,
11 but that was ny only famliarity with it.

12 Q Okay. I n those workshops, you may recall

13 that Qwest was suggesting to this Commi ssion that the
14 CLECs' services that would conpete with this market

15 expansion line, or MEL as Qmest calls it, should be

16 subj ected to access charges. Now if the Conm ssion

17 decides that that is indeed the case and the Comm ssion
18 al so decides that all such services should be subjected
19 to access and Qmest receives conpetitive classification
20 for its market expansion line service in this docket, is
21 it your contention as you sit there today that this

22 Commi ssi on woul d no | onger have the authority to inpose
23 access charges on your MEL service?

24 A It's a very conplicated question, but | think

25 the way | woul d answer, ny know edge of the Commission's
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authority in matters such as this is that the Comn ssion
woul d certainly be able to relook at that at that point
intime. | believe that the issue actually canme up
during the VNXX workshop and was di scussed, and

believe that at | east sonme of the ILECs agreed that we
woul d probably have to rel ook at those services should
that happen. So | would think that there would at | east
be a discussion, and | think it would be within the
Commi ssion's authority to deliberate on that. | can't
sit here and tell you exactly how it all ought to cone
out, because | don't know that | have thought through it
myself, but | think it would be a reasonable thing to

| ook at, and | think the Conmm ssion would probably have
the authority to ook at it.

Q Okay. And so by extension that would be true
of any of the services for which you seek conpetitive
classification. That is to say that should the
Commi ssion all ow conmpetitive classification for the
services that you have asked, it has the authority at
some point in the future to i npose sone kind of pricing
requi renents on any of those should it desire to do so;
is that correct?

A. My reading of the statute is, in fact | think
the Commi ssion has explicitly laid out that they wll

deternmine the cost nethodol ogy to eval uate these
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services. Also | would add that within the statute is
what | think is referred to as a cl awback provision to
the extent that if conditions change, the Commi ssion can
reverse a finding of conpetitive classification. So
think the Comm ssion has a |lot of authority over these
servi ces even though they beconme conpetitive classified.

Q Okay, and short of, just so that | understand
your response, short of actually reversing its decision
to bring a conpetitive classification, it's your
contention today that the Conmission still has or can
mai ntai n sone kind of pricing control over your service,
that is to say through the rates that you charge for the
costs that you incur to offer that service; is that
correct?

A. My reading of the statute, there's two
provisions in there, there's one that deals with cost,
and the other one deals with inplicit subsidization from
other services. And if you read those two in concert, |
woul d say it gives the Conmi ssion authority to take a
| ook at the conpany's services, and to the extent that
there is a conplaint filed, which is all owed under the
statute, they can certainly look into things |ike that,
and | believe they can deliberate on that. | amnot an
attorney, but it appeared to nme that nothing is certain

under the statute so to speak
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1 Q Ckay, thank you
2 Let's turn to your discussion in your direct

3 testi mony on ease of entry, and in particular --

4 JUDGE MACE: What page are you at?

5 Q I would like to | ook at page 9 of your direct
6 testinmony, line 1. The reference |I'mparticularly

7 interested in reads as foll ows.

8 If indeed it is the case that the CLECs

9 will offer service where facilities are

10 avai l abl e and such facilities are

11 avail abl e anywhere Qwest currently

12 of fers service, then CLECs' services are

13 avail abl e everywhere Qwest services are

14 avai |l abl e.

15 Do you see that sentence?

16 A Yes, | do.

17 Q And you still agree today or you still assert

18 today that that's true; is that correct?

19 A Yes.

20 Q Now if | | ook at footnote 6, which is

21 connected to that sentence, you assert this based upon
22 the assunption that because all the CLECs' price lists
23 contain | anguage sinmlar to "service is avail abl e where
24 facilities permit", that because the CLECs are

25 suggesting that, you have drawn this conclusion in the
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sentence that | read to you out of the text of your
testinmony; is that correct?

A Yes.

Q And it is your assertion then to this
Commi ssion that when the CLECs put, service is available
where facilities permt in their price list, that
they're referencing Qwest facilities and not their own;
isn"t that correct?

A That was my reading for purposes of this
testinmony. That is, if a CLEC held thenselves out for
service on a statewi de basis and they have the condition
in their testinmony, or I'msorry, the condition in their
price list that their service is subject to where
facilities are available, to the extent that Qwmest has
services like resold services and UNE-P available to the
CLECs to purchase and resell, then theoretically
services should be avail abl e everywhere.

Q Back to ny question, | think it's -- |
understand the logical step that you take fromthis
assertion to the sentence that you have placed in the
text of your testinony. | just want to understand
clearly that you're representing to the Comm ssion that
when a CLEC, when AT&T for exanple, puts in its price
list, service is subject to the availability of

facilities or where facilities permt, that AT&T is in
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1 fact referring to Qeest facilities and not its own; is
2 that correct?

3 A That's how |'mreading it, yes.

4 Q Next | would |like to take you to page 15 of
5 your direct testinmony, which is Exhibit 1T, are you

6 t here?

7 A Yes.

8 Q And | believe you confirmed in your

9 di scussions with Ms. Singer Nelson that as a CLEC, |
10 can't sinply offer you a quarter and two penni es and
11 expect to serve one custoner in Elk, that in fact there
12 are other costs associated with ny ability to serve that
13 customer that | can switch for 27 cents; is that

14 correct?

15 A. Yes, | think | admitted that obviously as a
16 vi abl e busi ness, you would have costs in addition to
17 these inputs that you're purchasing from Qunest.

18 Q And you're famliar with Qrest's SGAT, you
19 know what the SGAT is, do you not?
20 A Yes.
21 Q | believe in your testinobny at page 16,
22 roughly line 17, you confirmthat for a CLEC to gain
23 access to UNEs, some form of collocation is necessary.
24 And | believe that your SGAT at Section 8.1.1 also

25 confirnms that sonme formof collocation is necessary to
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access UNEs; isn't that correct?

A | believe ny testinony is that it is
necessary to access the unbundled |oops. | don't
believe that it's necessary to access the UNE-P

Q So in your SGAT at Section 8.1.1 where it
says:

Col l ocation allows for placing of

equi pnent by CLEC at Qwest prenises

where technically feasible that is

necessary for accessi ng unbundl ed

network el enents, ancillary services,

i nterconnection.

You woul d di sagree with that statement, that
in fact 1 don't need to collocate to access UNE-P
correct?

JUDGE MACE: Do you have a copy of the SGAT
provi sion you're referring to?

MS. FRIESEN. | do not, Your Honor, at
this --

CHAI RWOVAN SHOWALTER: It's very hard to
foll ow these questions. Perhaps the witness is
following it, but it's just hard to follow the whole
sequence, but if we have sonmething in front of us that
we can track, or maybe just reading it nore slowy,

affirmatively, saying here's the statenment, now do you
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agree with it, because |I didn't understand, | won't
under stand the answer.

MS. FRIESEN. | would be happy to read it
again for you. The SGAT is a 300 page docunent, and
didn't carry it with me.

BY MS. FRI ESEN

Q But et me read Section 8.1.1 again on
collocation. Section 8 generally deals with collocation
in the SGAT, and this first sentence reads:

Col l ocation allows for the placing of

equi pnent by CLEC at Qwest prenises

where technically feasible that is

necessary for accessi ng unbundl ed

network el ements, ancillary services, or

i nterconnection.

Did you get the sentence?

A Yeah, | did.

Q So let ne ask you again. In order for AT&T
to access UNE-P or UNE-L, do | need to have collocation
space?

A I know that you need it for UNE-L, which
woul d be unbundl ed | oop, because obviously that loop is
a naked |l oop that's not connected to any other part of
Qnest's network, so it has to connect to sonething, and

it has to connect to CLEC facilities in a centra
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of fice.

What |'m not aware of, and, you know, we can
certainly check it, is whether there is any additiona
type of collo that's required for us to put together a
UNE conbination, a UNE-P. M understanding was is that
these services are in place today and that it does not
requi re any additional collocation by the CLEC to
purchase these services, but | could be corrected on
that. | nean to the extent that there is sone base line
collocation, I would think that it would be a m ninma
type collocation, but I'munaware of it.

Q Okay. So it's fair to say, | was fair to
concl ude that neither your testinony reveals nor your
under standi ng as you sit there today is clear enough to
al l ow the Conm ssion to understand what kind of access
to your UNE-P and to your network | would need as a CLEC
to acquire access to that UNE-P for a particul ar
custoner say that | wanted to serve in Elk; isn't that

correct? You just don't know?

A I am not aware of the collocation requirenent
for UNE-P. | will admit that. But | don't think that
that's a limtation. | still stand by ny statenent that
where our facilities are available, | believe that you

can resell our facilities, and | believe that you can

order UNE-P.
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1 Q Do | need interconnection to access UNE-P?
2 A | don't believe you do. | believe you
3 probably would -- are going to require interconnection

4 to serve your custonmers with unbundl ed | oops. Because
5 to the extent it needs to go back through your switch
6 then we woul d need sonme form of interconnection to be
7 able to ternmnate that traffic that's originated from
8 t he unbundl ed | oops back to our custoners.

9 But to the extent that UNE-P includes

10 switching and it also includes shared transport, those,
11 you know, it stays within the network unless it --

12 there's egress through sonme sort of switched access to
13 an interexchange carrier. So | don't believe you would
14 require, you know, interconnection trunks to term nate

15 that traffic back to Quest.

16 Q Okay, so if | had --
17 A I"msorry.
18 Q If I had custonmers on ny own network and |

19 wanted that UNE-P, this customer to call one of those or

20 have access to one of those within the same exchange --

21 JUDGE MACE: Ms. Friesen, again, I'msorry to
22 interrupt, but if you could speak nore clearly and a

23 little bit nmore slowy.

24 Q If | have as AT&T custoners on ny own

25 network, ny own network facilities, and I want to pick
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up a UNE-P custoner, okay, in an exchange, then it's
your contention today that | don't need an

i nterconnection trunk for the custonmer that's served via
UNE-P to call the custoner that's served on ny facility;
is that correct?

A. No, | think you probably would. | understand
what you're saying. To the extent that AT&T offered
bot h unbundl ed | oops and they drew di al tone through
your switch, the only way that they woul d have access to
those custoners would be through an interconnection
trunk, so | would agree with that.

Q And an interconnection trunk for ne is an
additional cost in addition to the switching cost that
you have identified on page 15 in your testinony; isn't
that correct?

A Well, to a certain degree it's an additiona
cost for Qnest as well. It's two carriers
i nterconnecting, so | would agree with that.

Q Let's go back to page 16 of your testinony at
the bottom |ine 17, where you do acknow edge that sone
formof collocation is required for access to unbundl ed
| oops. You say that you have no know edge of overhead
costs associated with collocation. It's true, is it
not, that in order to serve even that one custoner and

pay the switching, the custoner switch rates that you
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have listed on page 15, | have to have sonet hing,
collocation, if I'"mserving that customer via the |oop
a UNE | oop alone, right, so we're on the sane page?
A Yeah.
Q And those collocation costs --
CHAl RMOMAN SHOWALTER: Was there an answer
t here?
THE W TNESS: Yes.
CHAl RAOMAN SHOWALTER:  And it was yes?
THE W TNESS:  Yes.
BY MS. FRI ESEN
Q Those col |l ocation costs include, anong ot her
things, the following rate elenents: Entrance facility
charges, cable splicing charges, 48 volt DC power usage
charges, AC power feed, inspector |abor charge, channe
regeneration charge, interconnection tie-pair charge,
collocation term nation charge, security charge
conposite clock central office synchronization charge
48 volt DC power cable charge, space availability report
charge, CLEC to CLEC connection charge possibly, and
possibly a m crowave entrance facility charge. That's
on top of all of the collocation costs | pay for the
space if it's caged for virtual. If it's not, I don't
pay for the cage space. But that's on top of the

charges for virtual and/or physical collocation just to
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acquire the collocation space, isn't that true, or the
collocation in the first instance?

A | believe that those are many of the charges
for installation. | think you naned sone that would
depend on the service that you would be providing, and
it also would be dependent on how cl ose you were to the
switch, where you were located in the central office, so
I"mnot going to quibble over those, but it is a list of
the nonrecurring charges | believe for setting up a

col | ocati on.

Q Right, and that's --
A That's what you just read.
Q Yes. And you're not including that in your

| ack of know edge of overhead for the CLEC, right? You
understand that there's the collocation costs, and then

there's sone call ed over head.

A Yes.

Q Ri ght ?

A Yes.

Q Okay. And that's separate and apart in your

mnd and in your testinony?

A Well, | believe that a |ot of the costs of
the collocation, the lion's share of the costs of the
collocation are, you know, you just went through the

nonrecurring charges of setting that up. | also
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understand that the CLEC probably has sone overhead
charges as well, and | was acknow edging that. |'m not
trying to hide anything here. | think that there are --
that there are costs associated with not just turning up
a |l oop, but there are collocation costs, and there are
the CLEC s costs once they get back to their own switch
and the back office costs, the accounting costs, all of

that's there.

Q Okay.
A. But | would say that, you know, | think CLECs
are able to recover those costs. | nmean obviously

they're up and running, there's a | ot of unbundl ed I oops
out there, so | believe that it's probably working for
them And it's a gane of nunmbers. | think as you said,
if you only had one |loop, this would be very expensive.

Q M. Reynolds, it's true, is it not, that in
order to cover those costs, |'ve got to spread them over
ny custonmer base in the charges that | charge to ny
customers; that's how | recover them isn't it?

A Yes.

Q And so if | have one custoner in Elk and |I'm
just setting up and just devel oping ny collocation, |
can't economcally, it's not econom cally feasible for
that custoner to pay all those charges just for that one

| oop, is it?
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A. If that's the way you're setting up, | don't
think that would be a prudent business plan, yeah.

Q So | would have to have a sufficient custoner
base for it to be econonmically feasible for ne to serve
that customer in Elk, would I not?

A. If that's the way you're going to serve them
yes.

M5. FRIESEN: You know, that's all | have,

t hank you, M. Reynol ds.

THE W TNESS: You're wel cone.

JUDGE MACE: Thank you, Ms. Friesen.

Let's turn next to Public Counsel.

MR. FFI TCH: Thank you, Your Honor. |
confess to a little bit of surprise. M notes showed I
t hought that ATG was going before us, but | would be
happy to, if that's M. Levin's expectation, | would be
happy to have hi m go.

JUDGE MACE: |'msorry, | understood based on
our discussion of the cross order yesterday --

MR FFITCH M notes are w ong.

JUDGE MACE: -- Friday that the order was,
and | recited this earlier today, M, AT&T, Public
Counsel , ATG, Departnent of Defense, WBTEC. If it's
different, please |let ne know.

MR, LEVIN. | don't know, | had ny notes that



0170

1 Publ i c Counsel was before, just before WBTEC at the end

2 on the Qwest wi tnesses.
3 JUDGE MACE: All right.
4 MR, FFITCH: | would be happy to defer to

5 M. Levin if he's ready to go.

6 JUDGE MACE: All right, who's next?
7 MR, LEVIN. | amready.

8 JUDGE MACE: Thank you.

9

10 CROSS- EXAMI NATI ON

11 BY MR. LEVIN:

12 Q Good norning, M. Reynolds.

13 A Good nor ni ng.

14 Q I'"'mRichard Levin, and | represent Advanced
15 Telcom Inc., also known as ATG so you will know if

16 refer to ATG I'mtal king about my client.

17 A kay.

18 Q | wanted to follow up first on sonething that

19 Ms. Singer Nelson asked you. You said | believe that

20 Quest elinmnated digital |oops ordered by CLECs fromthe

21 quantities which it attributed to CLECs as having in

22 service for purposes of analyzing market shares; is that

23 right?
24 A That is correct.

25 Q Is it not true that Qnest has engaged in a
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certai n amount of bul k del oadi ng of |oops in WAshi ngton
as part of the 271 process?

A I don't know that it was part of the 271
process. | am aware of a bul k del oading as part of our
mer ger agreement.

Q And t he bul k del oadi ng woul d consist of in
effect creating qualified | oops on masses of | oops;
isn't that right?

A Yes, it coul d.

Q So that in order for a CLEC ordering one of
those |l oops to get a qualified |oop, they woul d not have
to order it digitally qualified?

A That's a possibility. W, you know, once we
turn a facility over to the CLECs, we don't know exactly
what they will do. | nmean the best that we could do in
this petition was to take only those | oops that woul d,
you know, qualify fromthe anal og perspective and
include those in. | think I already went through the
detail with Ms. Singer Nelson on how we did that.

Q Now Qwest charges nore for a digitally
qualified loop than for a non-digitally qualified |Ioop
does it not?

A I would need to check that. | believe that
we do -- we charge for conditioning, |oop conditioning,

so if that's what you had in m nd, we do have
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condi ti oni ng charges.

Q So if a --

A But --

Q Go ahead.

A. Well, you know, | guess it's a matter of a
request. | nean to the extent, | think you just said

yourself, to the extent that a | oop has been unl oaded as
a result of the mass | oading charge and the CLEC happens
to order a two wire analog | oop and doesn't specify
whether it's |oaded or not, they nay well get an
unl coaded | oop | nean without paying an additiona
charge. But | think your question was specifically if
the CLEC requests a certain |level of conditioning on the
| oop, is there an additional charge, and | woul d answer
yeah.

Q The point of the bul k del oadi ng was so that
CLECs did not have to nake special requests for
del oadi ng because Qnest woul d have a | arge nunber of its
| oops del oaded already; wasn't that right?

A I think that the purpose of del oading was so
t hat compani es could start provisioning the digita
subscri ber | oop type services, both CLEC and Qwest.

Q And they could start providing them w t hout
ordering a specifically digitally qualified | oop so that

they could avoid the | oop conditioning charges; is that
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correct?

A | don't know that for a fact, whether that
was a rationale that was thought of. | nean | wasn't --
| believe that fromthe CLECs' perspective that they
viewed it that way.

Q Do you know any ot her purpose of bulk
del oadi ng other than to provide a pool of qualified
| oops that CLECs don't have to pay conditioning charges
on?

A Well, | think it was so both sides could
provi de these services to custonmers w thout having to
del oad t hem

Q So the purpose --

A So it reduced costs both froma retai
perspective and from a whol esal e.

Q So Qunest was preconditioning its own |oops as
well as loops for sale to CLECs?

A Absol utely, to the extent that the | oop poo
becane conditioned, both sides benefited fromit.

Q Now to the extent that a CLEC |i ke ny client
t ook advantage of that and sinply ordered a | oop but
used it for digital purposes, you did not pull that | oop
out, because you don't know about how many of those
| oops have been used for digital purposes? And when

say those loops, I'mreferring to the bul k del oaded
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| oops.

A Yes, that is correct. You know, we, as you
say, we don't, you know, we don't track exactly what the
CLEC does for it, but as |I said, we were as careful as
we could. For exanple, we also excluded all DS1 | oops
over which CLECs may be providing anal og services, so we
may have m ssed out on sonme CLEC count over DS1, and we
don't know that. But, you know, we were as careful as
we could to match up the two sides with the underlying
facility and the capabilities of that facility.

Q That brings up an interesting point. You
said you excluded the DS1 | oops, and the reason for that
| take it is because a DS1 |oop is comonly used with
appropriate equi pnment to create 23 or 24 DSO equi val ent
channel s which can be used for digital services; is that
right?

A That's correct, and that's why we excl uded
it. | nmean we took the conservative approach and said,
you know, CLECs m ght be provisioning sone anal og
services. |In fact, | believe Staff's analysis bears out
that they were providing sone anal og servi ces over DSls,
but we netted those out, assuming that they were al
digital. W did not net themout for our own conpany,
because we were able to determine that those were anal og

services. And because we included themon the retai
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side, it's actually a very conservative petition on our
part.

Q Now when Staff did its own market share
anal ysis, which Qwest has discussed in testinony, is it
your understanding that Staff did or did not take out
the DSO equi val ents that were created on DSls by CLECs?

A The only visibility | had to Staff's data is
through M. Wlson's testinmny and his exhibits, and ny
under st andi ng of what M. W/l son attenpted to do is to
clearly distinguish between digital services and anal og
services. And he says so in his testinony, and | have
to take himat his word that he did that, so.

Q Did you review the questionnaire spreadsheet
t hat went out to CLECs?

A. | probably did when it first went out, yes.

Q Did you notice whether it broke out digita
from anal og services when it asked CLECs to report
gquantities?

A. | don't recall the exact |anguage. | do
recall M. WIlson's testinony that he asked or that he
testified that he asked all CLECs to distinguish between
di gital and anal og.

Q W Il you accept subject to check that it did
not ask CLECs to differentiate between digital and

analog facilities?
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1 MS. ANDERL: Well, Your Honor, | don't think
2 that's an appropriate subject to check. There's a

3 docunent that can be placed in front of the w tness,

4 shoul d have been identified as a cross-examnm nation

5 exhi bit.
6 MR, LEVIN. We can take this up with Staff,
7 thank you, | will npve on.

8 BY MR LEVIN

9 Q Now turning to page 5, lines 6 to 7 of your
10 di rect testinony.

11 MS. ANDERL: I'msorry, may | have the page
12 nunber agai n?

13 MR. LEVIN. Yes, page 5, lines 6 to 7.

14 BY MR LEVIN

15 Q And there you say that, and this is Exhibit

16 1T for the record, there you say that:

17 Consequently, in order to conpete on an

18 equal footing with other providers,

19 Quwest seeks to gain the sane regul atory

20 flexibility as its conpetitors.

21 So it's your position that Qwest is currently

22 at a disadvantage vis a vis its conpetitors?
23 A Yes.
24 Q Does Qmest have the ability without the

25 relief that its seeking here under Washi ngton | aw and
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rules to vary its prices at all?
A We can vary our prices on a |ICB contract
basis, we can file contracts on a specific custoner.
JUDGE MACE: What's an |CB?
THE W TNESS: An individual case base
contract.
JUDGE MACE: Thank you.

A We do have the ability to file contracts and
-- but that would be on a custonmer by custoner basis.

To nmy know edge and ny understandi ng of the rate mandate
we' re under fromour |ast rate case, we do not have the
ability to come off of statew de average rates for our
busi ness services, and the CLECs do have that ability.
BY MR LEVIN:

Q But you could cone back to the Conmm ssion and
apply if you wanted to reduce a statewide rate, couldn't
you?

A Yes, we could. It's not what we're seeking
here.

Q And you could also cone in and if you wanted
to ask the Conmission to allow you to rai se a statew de
rate?

A. Yes, we could. But once again, it's subject
to suspension and a | ong proceeding. And so | nean

there's an obvious reason why we're coming in for this



0178

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

petition.

Q And you already have the relief that you're
seeki ng here for high capacity circuits in four major
mar kets for both digital and anal og services; isn't that
right?

A. We do have the ability to, or our services,
our anal og services are conpetitively classified if
served over a DS1 or greater facility, so those have
that restriction on them CQur digital services are
conpetitively classified in a nunber of wire centers as
well, and | believe it's four or five exchanges, but we
don't have that ability statew de.

Q Now on page 5 again, line 16, the question
t hrough your answer at the bottom 22. This is again
Exhibit 1, 1T. You say that, you're tal king about
unbundl ed | oops and UNE-P, conpetitors are not generally
using these products to provision their digital swtched
services. |If a custoner, if a CLEC buys an unbundl ed
| oop and uses it to provide | SDN BRS service, that is a
digital service, is it not?

A Yes.

Q And that can be used for voice or data
depending on how it's configured?

A Yes.

Q And would that be a digital switched service?
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1 A Yes, | believe -- | believe it would be
2 constituted as a digital switched service. | don't
3 under st and what your question -- is there a question

4 about what ny testinony says?
5 Q No, that was | just wanted to give you the

6 frame of reference.

7 A Okay.
8 Q You say here that the conpetitors are using
9 -- are not generally using the products to provision

10 their digital switched service, but, in fact,
11 conpetitors' digital swi tched services are conpeting

12 with Qnest PBX, Centrex, and business lines, are they

13 not ?
14 A. Yes, they are.
15 Q And so in order for the narket share anal ysis

16 to be an accurate reflection of what the total market is
17 for these services, you would have to look at the entire
18 conpetitive market to understand it, wouldn't you, al

19 the services that conpete with each other and may be

20 i nt er changed?

21 A You know, | think I went into why we

22 di sti ngui shed between digital and anal og earlier, and,
23 you know, | stand by it. | believe we'll probably get
24 the opportunity to talk about digital services. | do

25 think that they're different, they require different
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CPE, and | think I talked about how we tried to segnent
t he whol esal e services that we sell to CLECs and do the
best job we can to match up what we believe they're
purchasing to provide anal og type services as opposed to
digital

We do sell DS1 services, and we do know t hat
CLECs do provide some anal og services over them but
because we believe those to be predom nantly digital, we
excl uded those fromthe count. W do sell other types
of unbundl ed | cops that provide the type of
functionality and conditioning that a CLEC would require
for digital services, we excluded those.

We only included the base and anal og type
| oops for unbundl ed | oop purposes, and we only included
those categories of the UNE-P that represent the sane
types of analog services, so we tried to match those up
And | think we did a pretty good job, and it's born out
by Staff's analysis that specifically asked for digita
servi ces, because their nunbers are either equal to or
greater than ours, so |, you know.

Q So it's your position that even though
digital services in fact conpete with your anal og
services, they're not properly part of the market share
anal ysis for voice services?

A | believe that you can segnent it, because
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custoners purchase different CPE to provision those
services or to nmake those services work. So yeah,
mean we di stinguish between the two that way, and, you
know, that's our petition here today.

CHAIl R\OMAN SHOWALTER: What is CPE?

THE WTNESS: CPE is the custoner prenises
equi pnent, so it would be in the nature of digital sets
that are capable, | SDN capable set, you know, telephone
sets and al so digital PBXs versus anal og PBXs.

BY MR. LEVIN:

Q Now i f Qwmest had conme in and defined the
mar ket pl ace in economic ternms, is it your understanding
that the market would consist of all services that
conpete with each other?

A. I guess | don't understand what you nean by
econom c terns.

Q Mar ket share anal ysis usually | ooks at what
the market is, what customers buy and what they
substitute; isn't that correct?

A Yes, it can.

Q Because in fact you're asking the Conm ssion
to |l ook at other substitutions here which are
provi sioned in different ways, including wireless and
voi ce over |P, aren't you?

A That's part of our testinony, that our
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conpetitors are actually substituting those types of

i nternodal conpetitive services for our anal og services.
So might they be substituting those for digital
services, you know, | don't know. W didn't nmake that
case, but we nmight nmake that case if that's rel evant
when we conme in with our digital filing.

Q So on the one hand you're saying to the
Commi ssi on, when you | ook at our network and our CLEC
conpetitors networks, don't |ook at digital services
whi ch nmay conpete with the anal og services even though

they're functionally interchangeable; is that --

A vell --

Q I haven't finished the question

A. Ckay.

Q But when you do look at the wireless and

voi ce over |P, look at other services that are provided
differently because they're functionally
i nt er changeabl e.

A. No, | don't think that's what we're saying.
I nmean we stick with the basis of our petition, anal og
services. And | believe that when we tal k about
wi rel ess and we tal k about Vol P and sone ot her
i nternodal forms of conpetition, we talk about how that
can have an inpact on the analog services. And so that

there is substitute ability within the narket as we have
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defined it.

Q Now i f Qmest had gone into its product
catal og and said, you know, we're not going to do
Centrex and we're not going to do UNE | oops in this
docket, we're not going to do our just business single
line service -- excuse ne, let nme rephrase it

If Qwest had said, the only thing we're going
to do is business lines here, we're not going to do
Centrex, we're not going to do PBXs, does the market for
conpari son then becone CLECs' single business |lines?

A. You know, that's not what Quest did. Quwest
used Centrex. | don't -- 1 can't, | mean | don't
under st and your hypot heti cal

Q What |'m asking you is --

A CLEGCs --

JUDGE MACE: Now this is a problemthat |
alluded to in our pre-hearing conference, you have to
wait until each other are finished so that the reporter
can capture what you're saying.

MR, LEVIN. Thank you, | apologize, | wll
try not to do that.

BY MR. LEVIN:
Q So who was tal king?
A I will let you go, go ahead. Could you

rephrase your question?
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Q Let nme ask it very sinply. |Is the market for
services defined for purposes of market share analysis
by the services that Qwest chooses to put inits
petition?

A. No, | believe to a certain degree the market
is defined by custoners in their demand for services,
and | believe that | explained that we think we can sort
of segment the markets between custoners that demand
anal og type services as opposed to those that denmand
digital type services. And we have tried to isolate
that in the demand nunbers that we have provided both on
a retail Qwest offered basis and on a whol esal e Qnest
offered basis. That's Qmest's case. Staff has
augnmented it with sone additional information that we
were unable to get, and once again Staff tried to do it
only on an analog basis. But | think that the narket is
defined by the custoners and what they demand. And so
to the extent that there are demand for anal og services
due to the types of facilities that custoners have, |
think that that is a relevant market, and that's what
we're in here petitioning for.

Q Well, let's take a hypothetical customer, and
the custoner is setting up a new business in Washi ngton
and let's assune it's not in the markets where you

al ready have conpetitive classification for your
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servi ces provided over DS1 or higher facilities. That
custoner doesn't own any equi pnent at this point. It's
setting up let's say a small factory or sonmething |ike
that, and it's trying to figure out how to purchase
t el ephone service. That custoner has a | ot of options
about buying equi pnent. The custonmer can buy say a PBX
or a large key set, key set unit; is that right?

A. Yes.

Q The customer could decide to go with a tota
Centrex solution with | ess custoner prem ses equi pnent;

isn't that right?

A That's correct.

Q Some of those solutions will be anal og, and
sone of themw |l be digital; isn't that correct?

A That's correct.

Q And the custonmer is going to nake the

eval uati on of which services to buy based on what
service configuration works best for themon a cost,
present and future cost basis for their conmunications
needs; isn't that right?

A I think | could agree with that, yes.

Q Irrespective of whether the solution is
anal og or digital?

A Well, | think whether it's analog or digita

is probably going to inpact the price and will inpact
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their decision criteria, and their data needs | think
will be affected by whether it's analog or digital, so
do think it's going to inpact their decision naking
process. | don't think it's irrespective of whether
it's analog or digital, so | think that those are
i mportant criteria, customers have nmde choices, and we
have services that will serve both types of custoner.
So | nean --

Q But it's the sane custoner shopping for voice
services who will be conparing digital voice to anal og

voice; isn't that right?

A That's correct.

Q For some customers, digital will work out
better, for some custoners the analog will work out
better?

A | think that's probably true.

Q But that will depend on the particularities

of that customer and the custoner's long and short term
needs?

A I would agree with that, thus the market can
be segmented al ong those di fferent needs.

Q Now you have testified that Qwvest's case is
substantially based on conpetitors selling total Qwest,
reselling total Qwmest service including UNE pl atform and

total service resale; is that right?
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JUDGE MACE: \Where are you, M. Levin, are
you referring to a part of his testinmony?
MR, LEVIN. Yes, |I'mExhibit 1T, page 7,
begi nning at line 25 continuing over to the next page.
A. Just to correct | think what you posed to ne,
| think what it says is that our case is based on, you
know, the quantities of whol esal e services purchased by
alternative providers, and that includes the three
categories that we have |isted, resale, UNE-P, and
unbundl ed I oop. It does not rely on any data that, for
exanple, simlar to what Staff sought of CLECs' owned
facilities that cane in through the Commi ssion's data
request.
BY MR LEVIN:
Q So it's the conbination of these that Quest
feel s neets the standard?
A. Yes.
Q O the statute?
Yes. And the idea that these are, you know,
I think we point this out in ny testinony, the idea that
these are, in our estimtion when we filed this case,
you know, mi nimum market share nunmbers. Because | think
we were all aware that there were additional | oops that
CLECs provisioned thensel ves that have cone to light in

Staff's analysis and that there are internodal forns of
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conpetition, so that we're actually losing services to
wi rel ess and services |like VolP, voice over I|nternet
pr ot ocol

Q When you say substantially based on resale,
total Qmest service resale of UNE platformand resal e of
unbundl ed | oops, when you say the term substantially
based, you nean that that's the primary enphasis of your
proof; is that right?

A That's correct, and | guess that's what | was
just trying to distinguish, that we do -- at this point
intime, nme filing ny direct testinony, Staff's data
request had not conme in yet. | nean our base case was
our whol esal e services that we sell to conpetitors
conpared to our retail services. But we did make the
case that there probably were, you know, this was the
m ni mrum mar ket share anal ysis, because there were other
services that CLECs were provisioning over their own
facilities that we did not have access to at the tine.

Q Do you believe -- let nme rephrase that.

Is it your position that each of these fornms
of CLEC resale, UNE-P, total service resale, and UNE
| oops, have equal weight in the Comm ssion's eval uation
under the statute?

A | believe that they are all situations where

CLECs are purchasi ng whol esal e services from Quvest to
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conpet e agai nst our services, and | believe that, you
know, there's been a lot of discussion at the FCC | eve
and in various fornms across this country as to the val ue
of resale versus UNE-P versus unbundl ed | oop, and
believe that sonme of it's in the testinony, it's not ny
testinmony. | believe that they are valid forns of
conpetition to consider, | believe that the Comm ssion
could give different weights to the various types of
conpetition, but | believe that they all serve an

i mportant purpose for the CLEGCs.

Q But that wasn't ny question. M question
was, in your opinion, do they all have equal weight? |Is
one line of UNE | oop equal to one line of resale, is it
equal to one line of UNE-P for purpose of anal ysis under
the statute?

A Well, by adding that condition at the end,
you're asking nme to interpret what the statute nmeans and
what the Comm ssion's authority for consideration is or
nmy own opinion of what the statute neans?

Q Your opi nion.

A | believe that they should all be given equa
wei ght fromthe perspective of, you know, conparing that
these are lines that Qvest no longer sells to its retai
custoners if they sell themto whol esal e custoners that

are able to extract margins fromthem and able to narket
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themwi th their other products. So Qwmest essentially
| oses any potential margin of that product through that
type of packaging. And so yeah, | believe that they're
all valid fornms of competition and ought to be given

equal wei ght.

Q So your answer is yes?
Yes.
Q So that if all of the conpetitors' market
share consisted of resale only, you would still say that

the market is effectively conpetitive?

A Yeah, | think I would, yes.

Q And if the Commi ssion were to | ook at
i ndi vi dual exchanges, would you say the sane thing, if
an exchange is resale only, that's an effectively
conpetitive exchange?

A Yes. | don't know why | woul d change ny
opinion as to whether it were exchange or on an overal
statewi de basis. | think to the extent that CLECs are
conpeting, have set up for business, have taken
custonmers from Qamest via Conmmi ssion mandated rates, and
are earning margins on it, able to package other
services with it, able to extract those margins, yeah
absolutely, | believe that those are effective forns of
conpetition that this Conmm ssion should consider

Q Now on Exhibit 1T at page 9 at line, going
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1 fromline 21 to the top of page 10, line 2, you say:
2 As previously explained, Qwest's

3 petition focuses mainly on the ability

4 of CLECs to provision services via

5 unbundl ed network el enments and resold

6 servi ces purchased from Qunest.

7 What that really neans is that Qwest's

8 primary conpetition throughout the state is UNE-P and

9 total service resale, doesn't it?

10 A No.

11 Q What woul d the conpetitor nmarket share be

12 wi t hout UNE-P and resal e?

13 A Well, | believe, you know, that's hard to

14 answer, because there's a |ot of market share nunbers
15 now that are included in this petition. There's new

16 data that came in as a result of Staff's data request
17 that includes CLECs' owned |oops, and | believe if you
18 take CLECs' owned | oops and you take unbundl ed | oops and
19 add that, and add those two together, and if you wanted
20 to net out resold and UNE-P, | believe that the market
21 share is somewhere around 25% just my recollection of
22 the CLECs' market share.

23 Q The market share for the CLECs, you're

24 tal ki ng about the CLECs' share of the total market?

25 A I"'mtalking for the services that we filed
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conpetitive classification for in this proceeding. |If
you take resale, which is a very small piece of the
nunbers that we put together, and you take UNE-P and you
segnment that out of the numbers and you include Staff's
evi dence that they found of CLEC owned | oops and
unbundl ed | oops and you conpare themto our totals,
believe that you will find that CLECs have about 25% of

t hat mar ket .

Q But that includes the CLEC owned | oops and
UNE | oops?

A Yes.

Q In that 25%

A Yes.

Q I'"masking you if you take out the tota

service resale and UNE-P, what is the CLEC market share?
MS. ANDERL: Objection, asked and answered.
Q Is that the question you thought you were
answering?
A Yes.

Q Okay.

EXAMI NATI ON
BY JUDGE MACE
Q Well, | guess I'mnot clear. | thought that

you said you had resale plus UNE-P plus CLEC owned plus
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UNE- L, and that constituted 25% That's not the answer
that you gave? I'msorry, | don't want to bel abor the
record, but what | have is an addition of those four
items.

A. Let nme try to clarify it. Qwest's case, our
initial case in this proceeding was based on whol esal e
services that we had in our inventory. | nmean we knew
about them and thus we could file and include that as
part of our petition, and those included resold, they
i ncl uded UNE-P and UNE-L.

Q Ri ght .

A The new di nension that Staff added when they
got information back fromthe CLECs was information
about CLEC owned | oops, so that's a fourth category.
Those are services that we don't sell CLECs. Those are
preprovi sioned by CLECs that they own thenmselves. And
t hought the question was, what would CLEC market share
be if, you know, in this case, if you were to back out
total service resale and UNE-P, and | attenpted to
answer it based on my recollection of the nunbers. |
bel i eve that that number is sonmewhere in the

nei ghbor hood of 25%
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1 EXAMI NATI ON

2 BY CHAl R\OMVAN SHOWALTER:

3 Q The foll owup question is, is the CLEC owned
4 [ines in both the nunerator and the denomi nator of the

5 figure?

6 A Yes.

7 Q Wi ch you backed out?

8 A Yes.

9 CHAl RWOVAN SHOWALTER:  Ckay.

10 JUDGE MACE: We're going to take our |unch
11 recess now, we'll resunme at 1:30.

12 (Luncheon recess taken at 12:00 p.m)

13

14 AFTERNOON SESSI ON

15 (1:35 p.m)

16

17 JUDGE MACE: |'m wondering if before we go

18 ahead with your cross-exam nation | could ask,

19 M. Levin, | could ask one question of the wtness.
20
21 EXAMI NATI ON

22 BY JUDGE MACE
23 Q Are the anal og |ines served over DS1 |ines
24 that were included in the prior reclassification, are

25 those included in the market share nunbers in this case?
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1 A. To the extent that they still exist, yes. W
2 i ncluded all analog |lines whether they are provisioned

3 over DS1 or are provisioned directly to the custoners

4 over copper.

5 JUDGE MACE: Go ahead, M. Levin.
6
7 CROSS- EXAMI NATI ON

8 BY MR LEVIN:
9 Q Picking up on that, let me ask you, voice is,

10 before it gets to the tel ephone network, is anal og,

11 right?
12 A That's correct.
13 Q And at sone point all voice that hits the

14 net work becones digital ?

15 A. That's probably true. It would depend
16 think on -- | suppose there are some renote situations
17 where that may not be true where you would still be

18 anal og switching, but I think generally today at | east

19 in our network it's true if you're going to switch the
20 cal | .
21 Q So the difference between a digital voice

22 service and an anal og voice service as Qwest defines it
23 | take it is sonething about the point at which the
24 voi ce becones digitized; is that right?

25 A Yes.
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Q So if it becones digitized at the customer
prem ses, then it's a digital service according to
Qnest ?

A Not necessarily. You know, we sell our
servi ces as anal og services, and to the extent that a
service may travel digitally over our network or over a
facility the custoner nmight order like a DSl for ease of
the way they are provisioning their tel ecomunications
services, to the extent that at the custonmer prem se
it's provisioned as an anal og service, then that would
deternmine whether it's an analog service or not. W
woul d actually bill the custoner, for example, for an
anal og PBX trunk even though it mght travel over a DS1

Q Ckay. But with the anal og PBX trunk, at what
point is the voice digitized, does it becone a digita

signal as opposed to an anal og?

A Probably at the D4 channel bank when it hits
t he DS1.
JUDGE MACE: |'msorry?
A At a D4 channel bank, which is a piece of

equi pnent that converts the analog signal into a digita
signal so that it can travel over the DSl digita
facility to the central office.

Q And so the difference between an anal og PBX

trunk and a digital PBX trunk is that the conversion of
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voice in the case of a digital PBX trunk occurs at the
custoner's prem ses, whereas the conversion for the
digital, according to Qmest, occurs in the centra

of fice?

JUDGE MACE: You nean for the anal 0og?

Q For the digital occurs in the central, excuse
mere, for the analog occurs in the central office and
the digital occurs on the custonmer prenises.

A I don't know that it's that sinple. Maybe
coul d expand. To the extent that a custoner has
t el ecomruni cati ons equi pnment that is digital equipnent
such that they have digital sets and a PBX that switches
digitally and that PBX is served by digital service,
then that's pretty clean. That's a digital service that
we provide, a digital PBX trunk that's providing
service, and that digital trunk stays digital fromthe
back side of the PBX all the way into the switch in our
central office.

You can have a situation, however, where a
custoner has anal og services and they have anal og
custoner equi pnment at their prem ses, that they speak
into the anal og equi pnent and it stays analog until it
hits a digital facility that sort of bridges the gap
between the central office and the custoner prem se.

That woul d be an anal og service, and it's really
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i ndi cated by what they buy fromus. To the extent that
they want an anal og service, that's what we provision to
t hem

If they want that provisioned over a digita
service for purposes, like a DS1, for purposes of
sinmplifying, you know, the provisioning to their
| ocation, you know, we will do that. And | think that's
all I"'mtrying to say is that we have sonme of our anal og
services that are provisioned that way, and | can tel
you at least frommy recollection it's not too nmany in
our total count, it's relatively snall.

Q Now let's take a situation of an office park
where Qnest has a renpte term nal |located on the site or
next to the site.

A Yes.

Q And in that renpte terminal is an integrated
digital loop carrier system

A Yes.

Q And the custoner orders an anal og PBX trunk
That signal gets converted to digital at the i DLC or
integrated digital |oop carrier on the custoner's site,
does it not?

A That's correct to the extent that the
pedestal is |located on the custoner's site, then it

would -- that's where it would get converted, yes. And
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we -- and, you know, we have not only situations of
serving an office park that way, but we may well carry
digital loop carrier systemout to, you know, a suburban
type serving arrangenent. And so, you know, even end
user or residential custoners nmay at sone point in their
loop link be served via digital facilities.

Q Now | et's take a custonmer who has an | SDN
phone, a two |ine phone that requires Qwmest BRS service
to function.

CHAl RMOVAN SHOWALTER: What is BRS?
MR. LEVIN: It's their basic rate service for
| SDN.
BY MR. LEVIN:
Q ISDN is a digital service that's not in your

petition in this proceeding; is that right?

A That's correct.

Q But |1 SDN can be set up as principally a voice
service?

A. That's my understandi ng, yes.

Q And when it's set up as principally a voice

service in its basic rate service version, it offers two
bearer channels and one data channel; is that right?
A That is correct.
JUDGE MACE: You referred to two?

MR. LEVIN. Bearer channels and one data
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1 channel .

2 JUDGE MACE: And the bearer channels are?

3 BY MR LEVIN

4 Q The bearer channels are the voice channels,
5 and the data channel is the data control channel; is

6 that correct?

7 A Well, that's sonewhat correct. Either the
8 bearer channels could serve as a digital type channel

9 for purposes of data, but | think the application that
10 you told nme is this custoner decided that they wanted
11 two voi ce paths over their two bearer channels, and so |
12 have that in mnd.

13 Q And that m ght be econonical for a custoner,
14 because for the price, depending on the relative

15 pricing, for the price of one ISDN |ine, the custoner

16 gets two voice channels plus a data channel ?

17 A That's correct.

18 Q And t he data channel could be used for sonme
19 | ow vol une data function |like E-mail?

20 A In fact, | think that might be all that it

21 coul d be used for.

22 Q By the way, the data channel is under an X25
23 data protocol, isn't it?
24 A I don't know that for sure. | nean ny

25 recollection is that that sounds like the | SDN type
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protocol. | do know though, | believe that the two --
that the two voice channels, the bandw dth of the data
channel | think is smaller than two voice channels, |I'm
t hi nking 16 kil obyte, whereas the two bearer channels

are broadband enough to carry voice, so | think

they're --

Q So they're basically --

A -- two 64kb, yeah

Q -- two 64 kilobyte channels and a 16k data
channel ?

A That's right.

Q And the 16k data channel is packetized data,
isn't it?

A I don't know that for sure, but that sounds
famliar. | nmean | -- you're taking ne way back

Q Okay. So a customer with a phone with two

lines can order a service fromQunest that is a digita
service that provides two voice channels and one data
channel in the configuration provided by Qwmest?

A Yes.

Q And that service is not in your petition
because it's digital?

A That's correct.

Q And the reason it's digital is because Quest

delivers it in a digital format?
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A Yes.

Q And the way that the conversion from anal og
voice to digital occurs is that the | SDN phone that the
customer owns does the conversion?

A That's correct.

Q Now that service is sonmething that m ght be
attractive to sone snmall businesses who need say two
busi ness lines and a data channel ?

A It seens like it would be designed for them

Q Now | think | understood you to say before
that the reason why Qwmest hadn't done much with the
Commi ssion's prior decision in the 883 docket was
because it was too confusing to customers over which
type of facility their service was provisioned. Do |

have that right?

A Yes.

Q Now i f | have a digital PBX and | have a wide
area network -- do you know what a wi de area network is?

A. I"'mbasically famliar with it.

Q Okay. A wide area network m ght be used to

provi de voi ce and data connections between, for a |arge
corporation, for exanple, between rempte |ocations of
the corporation; is that right?

A Yes.

Q And it could include both voice and data?
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A Yes.

Q Now t he PBX can be at the heart of that w de
area network, the main corporate PBX; is that right?

A I think it could serve certain swtching
functions. | think that point to point data still needs
to go point to point, so | nean that's the nice part
about a LAN is that you can have part of it swi tched and

part of it point to point.

Q PBX is basically a small switch?
A Yes.
Q And that corporation can |ink together |oca

area networks or LANS using a wide area network inits
PBX with a router; is that right?

A. You may be getting a little bit beyond ny
technical ability here, but.

Q Okay. Now because the PBX has to be
flexible, a digital PBX can use analog trunks, can't it?

A I don't know that.

Q Assuming that's the case, if you' ve got a
custoner who's got a digital PBX that's served by --
that has services conming in that are both anal og and
digital, there nmight be some confusion there for
custoners if some of those are subject to
reclassification as conpetitive and others are not; is

that right?
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A. I don't think so. | nean they would order
separate services whether they -- if they wanted digita
and anal og service, and | think they certainly would
understand what they're ordering. | mean those are
priced separately today, they're, you know, they're -- |
nmean today sone of those services are price listed in
some exchanges and not price listed in others, so | nean
that too is confusing.

Q Now you mentioned in response to Ms. Singer
Nel son's questions that hotel screening trunks were
di fferent than nessage trunks because hotel screening

trunks were toll trunks?

A Yes.

Q And toll trunks are not part of your petition
her e?

A That's correct.

Q Because this is a local service docket?

A That's right.

Q And so functional substitutes for toll trunks

al so woul dn't be at issue here as substitutes for
Qwest's local services, would they?

A Well, potentially, you know, | nean you could
take this to its absurd and say, you know, any exchange
line mght be a toll trunk. | nmean you can originate

toll traffic on virtually any type of exchange |ine.



0205

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

These are very specific trunks, my understandi ng, they
go directly to interexchange carriers, and so they
differ fromstandard trunks that go through our exchange
and then draw a dial tone.

Q Let's go back to that w de area network.
Let's assume that the corporation has purchased what
used to be called tie lines or special access services
to tie together its rennte locations. Oten

corporations do that as a substitute for toll service

don't they?
A | don't believe that they do tie trunks as a
substitute for toll. Tie trunks are usually shorter

di stance, and they're between |ocations within an

exi sting exchange. | nean they may well order private
line services, which would include channel ternms,
interoffice transport, but, you know, they better have a
fairly high degree of traffic to go between two

| ocations to make that pay.

Q Ri ght, and a corporate tel ecom nmanager m ght
| ook at two | ocations and say, our toll bills are
getting awfully big, let's do a conpari son and see what
we can do with private |ine?

A. They mi ght.

Q Because it m ght be cheaper?

A Ri ght .
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Q And in that case, that would be a substitute,
if that were the decision, that would be a substitute

for the toll service?

A In that particular isolated exanple, yes.
Tol |l service though would still provide themw th their
needs ubiquitously. | nean that's the nice part about

toll service. So | guess on that one point to point --
Q Well, I"'mtrying to conpare it to this hote

screening trunk.

A. Ri ght .
Q You're not saying that the private |ine
service that's used to avoid toll is nore relevant to

this docket than the hotel screening trunks, are you?
A. I guess I'msaying that | think they're
probably simlar. The hotel screening trunk acts as a
toll aggregation facility that allows the hotel PBX to
route traffic officially to an interexchange carrier the
same way a switch for a |l arge enterprise business m ght
aggregate traffic and decide intelligently whether it
needs to travel over private |line between two | ocations
of high concentration or go over the ordinary tol
net wor k.
Q So if there are other services which Quest
has put forward as substitutes for local service which

are being used by conpanies as primarily substitutes for
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toll, we should consider those as substitutes for tol
and not as substitutes for local service; is that right?

A I guess | -- please ask that question again.

Q Yes. I'msaying if there are other
substitutable services according to Qmest for |oca
service, which are in fact being used by conpanies
primarily as substitutes for toll service, then we
shoul d | ook at those as we're | ooking at the hote
screening trunks, as being really toll service, not
| ocal ?

A Well, | think that was the purpose that Qnest
segnmented that piece out in this particular conpetitive
classification, because it really didn't fit with the
ot her services that typically route local traffic, draw
dial tone. They may originate toll, as | said a few
m nut es ago, however, their primary purpose is
essentially | ocal exchange.

Q So your answer is yes?

A. I'"'mnot sure | understood your question. |
guess I'mtrying to answer it through discussing it a
little bit. But if thereis -- if the only purpose of
another facility is to aggregate toll Iike an 800 line
or a WATTS line, then it's not included. Qwest, you
know, that -- to ne that was separate enough that we did

not include it in this filing.
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Q And ot her services from other providers which
do the sane thing al so shouldn't be included in the
conparison to local, should they?

MS. ANDERL: |'m going to object, Your Honor
because the question as it's been phrased for the past
three or four tines is very vague and confusing to ne.
M. Levin keeps referencing other services, and now he
has added from other providers. |It's unclear to ne what
services he's asking about, and |I believe the question
i s objectionable on that basis.

JUDGE MACE: M. Levin.

MR, LEVIN. | will just rephrase it.

JUDGE MACE: Thank you.

BY MR. LEVIN:

Q Can Qnest private line facilities be used to
transmt voice over |IP, voice over Internet protocol?

A Yes, | think they could.

Q And you could make up a corporate wi de area
network using voice over Internet protocol that would
run on Qmest private lines?

A I guess | don't understand what you nmean. Do
you nmean to serve Qwmest enpl oyees or to serve our
current custoner base?

Q Cor porate custonmer buys a voice over |P PBX

and needs to tie together renote |ocations using voice
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1 over | P, those can run over Qwest private |line

2 facilities, can't they?

3 A As the last nmile | oop between --

4 Q As a private line between the corporate
5 | ocati ons.

6 A. In the ISP or all we're doing is tying

7 together like a |ocal area network or a wi de area
8 net wor k?
9 Q ' mtal ki ng about somebody who is using a

10 voice over |P PBX and tying it together with renpote

11 | ocations that use voice over |P phones.
12 A | guess I'mnot familiar with a voice over |IP
13 PBX. | understand the concept of voice over IP in using

14 the Internet for tel ephony, but | don't, you know, you

15 m ght ask one of our other witnesses that testified to

16 voi ce over |P. | don't have that --

17 Q Whi ch witness would that be, M. Teitzel?
18 A | believe M. Teitzel does address that.

19 Q Okay, thank you.

20 On | ooking at your Exhibit |IT, or excuse ne,

21 1T, page 9, lines 19 to 20, you say they can build their
22 own facilities, you're tal king about conpetitors, how
23 they can conpete. Do you see where | nean?

24 A Yeah, I'mjust trying to get a reference

25 her e.
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(Readi ng.)
Okay.
Q Is what you're saying there that because

conpetitors could at least in theory build their own
facilities on any exchange, that nmeans that they have
services in every exchange?

A No, | think I'mjust listing that as one of
the capabilities of CLECs to provide equival ent or
substitutable services to Qunest retail services. And as
I think I discussed earlier, at least in this case,

Quest put forward evidence of whol esal e services that we
provide to conpetitors. The one missing piece there is
CLEC constructed facilities or what has been referred to
as CLEC owned | oops, and | think that that data cones in
in Staff's data request. So that's -- | nmean that's
just another alternative.

Q So when you say that they can build their own
facilities, you re not suggesting that the Comm ssion
could consider it effective conpetition that conpetitors
could build facilities anywhere they wanted?

A No.

Q Now page 8 of Exhibit 1, you have sone
di scussi on about interconnection agreenents.

I nterconnecti on agreenents thensel ves are agreenments for

prices and terns of purchasing services and
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i nterconnecting, are they not?

A Yes, they are.

Q And orders for service are placed by the CLEC
pursuant to the interconnection agreenent, but the
i nterconnection agreenent itself is not a service order?

A That's correct.

Q So you could have an interconnection
agreenent in place for its whole termwi th no services
bei ng ordered?

A. Theoretical ly.

Q So you can't tell fromthe nunber of
i nterconnection agreenents how many CLECs are actually
purchasi ng service from Qvest for resale to their
custoners?

A. That's correct, and that's why we addressed
not only the nunber of interconnection agreenents, we
al so addressed the number of CLECs that were actually
pur chasi ng unbundl ed network el enents, UNE-P, and
unbundl ed | oop or resal e of unbundl ed | oop

Q You can't tell froman interconnection
agreenent where conpetitors who are offering a service
have their own facilities or are offering a service, can
you?

A No.

Q Now you have a discussion of the triennia
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review order process in your testinony, and | think it's

at this is in Exhibit 1T at page 11, line 15 through 12

line 6.
A Yes.
Q Do you have that?
A Yeah.
Q Now t hat di scussion is prem sed on the

Commi ssi on having the opportunity to engage in that
review of the switching UNE to see if it's stil

sonmet hing that should be made avail abl e, whether CLECs
woul d be inpaired if they didn't have it; isn't that
right?

A | believe -- could you give ne a testinony
cite again?

Q Yeah, it's page, the question beginning at
page 11, line 15, and it continues through your answer
on page 12, line 6.

A Yes, | believe the response to this question
did envision that this Conm ssion would be involved in
t hat process.

Q And you want the Conmi ssion to be assured
that that will happen and they will have that
opportunity?

A Do | want themto be assured of that?

Q Yeah, that's the purpose of your nentioning
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that in this testinony?

A Well, | think, no, the purpose of ne
mentioning it is that that's what the FCC press rel ease,
at this point in time the order had not been rel eased,
but at this point in tinme that's what |ooked Iike would
be the process for review And that's all that is is ny
articulation of what the process for review would be.

It doesn't state what | would want personally.

Q But your conclusion is on page 12, line 4:

I f the Comm ssion decides that
i mpai rment woul d not occur if a product
is discontinued, such a finding proves
that the product is not required to
sustain conpetition.
That's your testinmony?

A Yes, it is ny testinony.

Q Is Qunest engaged in any legal action in any
other formthat you're aware of which, if successful
woul d keep this Conmm ssion from engaging in that review?

A To nmy know edge we have filed | believe a
writ anmendarmus in the DC Circuit Court that requests
that the FCC follow the ruling that it received from
that court and the Suprenme Court in carrying out its own
i mpai rment anal ysis, yes.

Q And you have also filed with the FCC and
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asked the FCC to stop its own rule fromgoing into

effect while this mandanus and appeal are pending; is

that right?
A | believe that's correct, yes.
Q And one of the things you said there in your

petition is that, conpetitors won't be harned by the
| oss of UNE-P because they can use total service resale;
are you aware of that?
A No, |I'm not.
Q Okay, | will take that up with M. Shooshan
On page 15 of 1T where you tal k about the
provisioning at lines 13 to 18 where the conversion to
CLEC facilities, that assumes, of course, that the CLEC
has a switch, does it not?
CLECs purchasing an unbundl ed | oop, as you
called it a naked | oop, doesn't do anything by itself?
A | guess | have a hard tinme, it doesn't really
assunme anything. |[If the CLEC doesn't have a switch, it
probably doesn't go anywhere.
Q Ri ght .
A I mean we sell the service, the CLEC needs to
provision fromtheir point of interconnection at the
col l ocation back to their facilities. \Whatever they
have, they have

Q The assunption is though that the way they're
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going to provide service there --

A Yes.

Q -- is if they're going to use that loop to
provi de service to an end user custoner, it's going to
be because they have the other facilities that are
necessary to provide service?

A Yes, unbundl ed | oops typically anticipate

that the CLEC is provisioning their switching.

Q And that normally includes a switch for voice
service?

A Yes.

Q On page 16, lines 12 to 21 of Exhibit 1T, you

have sone di scussion of collocation, and others have
touched on this before, so | don't want to spend a | ot
of tinme onit, but there were a couple of points |
wanted to clarify. Wen a CLEC puts coll ocated

equi pnrent into a Qwest collocation space, typically that
col |l ocated equi pnent is used to provide service through

UNE | oops that the CLEC buys in that exchange; is that

right?
A Typi cal ly, yes.
Q You don't nean to say by your testinony that

you have studi ed and concluded that there are enough
unbundl ed | oop custoners throughout the state to justify

economically CLECs putting in collocated facilities in
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every exchange; that's not what you're saying?
A No.
Q And t he nunbers that you provided for CLEC
purchases of UNE | oops, that's for all CLECs?
In other words, you' ve got a conbi ned nunber

for the CLECs, it's not for individual CLECs, it's al

t he CLECs?
A | guess | don't understand that question
Q When you' re comparing, when you do your
mar ket share analysis and you're | ooking at -- you give

us UNE | oop nunbers for how many |ines are being served
by UNE | oops, you have aggregated for purposes of market
share all of the CLEC |ines provided by UNE | oops?

A. Yeah, | guess | could agree with that. |
don't understand what we woul d do that would be
different than that. | nean there are other UNE | oops
out there that we did not include in our study for the

purposes that | discussed in my testinony orally today

and also witten, so | -- we're not talking about that,
are we?

Q No.

A Okay.

Q But for an individual CLEC, the decision

whether to justify putting in a collocation is going to

depend on how many UNE | oop custoners it anticipates
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picking up in a particular exchange; isn't that right?

A I would think that that would be an inportant
consi derati on.

Q Because there's a big expense involved in
setting up a collocation?

A Yes.

Q Okay. | would like to turn to the exhibits
that we have identified in connection with your
testimony, and | believe those are | abeled Exhibits 15
through 18. |'m asking you about 15 because | realize
we phrased this quite poorly, and so | don't know what

your answer mneans.

A Okay.
Q Because we asked you two questions that were
inconsistent. If you answered no to one, you probably

answered yes to the other one.

A I think that's what happened.

Q So I"'mtrying to figure out which one you
said no to.

A Fai r enough.

Q Okay, do you want to read the question
Perhaps | should read it, page 8, table B, colum B of
the Qnest petition in this proceeding, an asterisk --

CHAl RWNOVAN SHOWALTER: Sl ow down.

JUDGE MACE: S| ow down.
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1 MR, LEVIN: |'msorry.

2 BY MR. LEVIN

3 Q (Readi ng.)

4 An asterisk notation states that the

5 Qnest busi ness access |ine count does

6 not include digital services. 1In this

7 context, does the termdigital services
8 i ncl ude "busi ness services provisioned

9 over DS1 or greater"? See footnote 1 on
10 page 1 of the petition. That is, do the
11 busi ness access |ine counts for Qaest

12 excl ude busi ness access |ines provided
13 over DS1 or greater services?

14 And really what it should have said is
15 included I think. 1In any event, which question were you

16 answering no to when you said no?

17 A. The | ast one.

18 Q Okay. So you included the business access
19 counts for business access |ines provided over DS1 or
20 greater services?

21 A That's correct, and | believe that was Judge
22 Mace's question at the beginning of this round of cross.
23 Q But you included only those that you

24 i dentified as being anal og services and not digital?

25 A That's correct.
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Q Ckay, we'll skip 16 and nove to 17. And
again, this was the sane question | think you were --
that you just nentioned that Judge Mace had asked
whet her the services that were included in the petition
i ncl ude services over DS1 or greater facilities. The
answer is yes to the extent they're identified by Quest
as analog; is that right?

A Actually, | think Judge Mace's question was a
little bit different. W talked about the services that
we were granted conpetitive classification for in a
pri or docket, and those were provided over DS1. | think
this asked prospectively of the services we filed today,
woul d we provision those over DS1 if requested by a
custoner. Either could they be or will they be in the
future, and the answer to that is yes. |If a custoner
requested that we provision anal og services over a DS1,
we woul d grant that request.

I might add though that it's kind of an
expensi ve proposition, and it's not done very often,
because we charge both the DSl rate, and we al so charge
the analog rate, so it can be expensive and thus is
probably not done very often

Q Then in Exhibit 18, we said:

If your answer to the precedi ng question

is affirmative or qualified, please
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specify which services will or may be
provi ded over DS1 or greater facilities.
And the services you identified here were
basi ¢ busi ness exchange, Centrex, and PBX
A That's correct.
Q And by those, you neant anal og busi ness

exchange, by Qwest definition, anal og Centrex, and

anal og PBX?
A That's correct.
Q Now I would like to turn to your rebutta

testinmony, and that's Exhibit 7RT. Please turn to page
13, and look at lines, the sentence that runs fromlines
18 to 19. It says:

Because the services can effectively

conpete with one another, they should be

consi dered in unison.

So it's your position that services that can
effectively conpete with one another should be
considered in unison?

A Well, for purposes of this, of our filing
here for anal og services, these are anal og services that
can conpete with one another, and yes, we decided that
t hey shoul d be considered in unison. And | think
di scussed in ny testinony sone other reasons, you know,

why that should be, because | think that they conpete
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for each other both froma CLEC and Qmest perspective.

Q Now t hat woul d nmean then that if the CLEC
provi des digital services that conpete with a Quest
anal og service, those should be considered as well?

A. No, because we only filed for conpetitive
classification of our analog services, and | think we
have al ready wal ked t hrough how we di stingui shed between
the two and that custoners that demand anal og services
are the relevant market here, and so that's the market
segnment that we're addressing.

Q But when it cones to wireless, you didn't
differentiate anal og providers of wireless fromdigita
provi ders of wireless, they were both?

A. We didn't provide any evidence of any
wireless. W just said that wirel ess can serve as
anot her form of conpetition for these anal og services.
So obviously it would have to be the anal og portion of
wireless that we're tal king about, not the digita
portion.

Q But there's very little analog wireless left,
isn't there?

A I don't know that.

Q And voice over |IP you have touted as another
alternative. Voice over |IP by definitionis a digita

service, isn't it, Internet protocol is digital?
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A That's correct.
Q And you say that the Conm ssion should | ook

at voice over IP as an alternative.

A Yes.

Q Even though it's digital?

A Yes.

Q Why the inconsistency?

A I think what we're saying is that there are

other -- there are other nodes of conpetition that
conpete for these anal og services, and a custoner can
use the wirel ess, can use voice over |IP, and can use the
CLEC offerings, the CLEC anal og of ferings.

Q So if it's a CLEC service, only consider
analog, but if it's not a CLEC service, you can consider
digital ?

A What |'m saying is we did not provide
digital, because we did not file for conmpetitive
classification of our own digital services. Had we
i ncluded the CLEC digital counts, the nmarket share
nunbers for Qwest woul d have been significantly | ower,
and the CLEC mar ket share nunbers woul d have been
significantly higher. And so | nean if we cheated
anyone in this case, we cheated ourselves on not
bringing nore CLEC digital data in. W felt though that

to be fair to the CLEC side and the Qmest side that we
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needed to keep the services straight and consistent with
what we were filing conpetitive classification for
whi ch were our anal og services. So we meticul ously went
about trying to segment the CLEC inventory of digita
servi ces that they would purchase on a whol esal e basis
fromthe anal og, and that's what we presented.

We al so presented evidence of other fornms of
i nternodal conpetition that could potentially conpete
with Qrest services. |'mnot going to sit here and tel
you today that certainly that CLEC services al so
conpete, the CLECs' digital services also conpete with
our analog, we didn't include that in this filing.
Maybe it's shame on us because we coul d have even had
better market share nunbers.

Q But you didn't provide any market share
nunbers on the digital services, did you?

A No, we did not.

Q So it's just your say so that the market
shares would be nore tilted towards Qwest, we don't have
anything to look at that would tell us that you're
right?

A That's correct, | mean other than what's been
provided in discovery in this docket. Because we didn't
file for that. | nean when we nake that filing, you

know, you can certainly come in and you can check that
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out, but right now we filed for anal og services.

Q Can you point ne to any evidence in the
record of this case that woul d show what you just
stated, which is, as | understand it, that if CLEC
digital services and Qwest digital services were
i ncluded, that the CLECs woul d have a greater narket
share than they do in your analysis?

A That's not what | stated.

VWhat did you state?

| stated -- you said, you didn't include CLEC
digital service services in your analysis, and | said
that's correct, that's because we didn't include or we
were filing only for anal og, and we wanted to nmake sure
that we were careful on both sides of the |edger to
conpare apples and apples. | said if we had included
the CLEC data as evidence of conpetition that could
conpete with analog, and |I'm not disagreeing that it
can, | think it can, then the market share nunbers would
have even been greater. What you're saying is, okay,
now bring in the Qvest data, digital data as well, but
that's the first time you raised it is in your |ast
guestion, so.

Q I see, | msunderstood you. So what you're
saying is, if we looked at only the CLEC digital data

and | ooked at -- excuse ne. If we | ooked at the CLEC
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digital and anal og data and conpared it with Quwest's
anal og data, the market share of the CLECs woul d
i ncrease?

A That's correct, but that would be -- | mean
that's not what we did, because that wouldn't be fair, a
fair conparison.

Q But do you know that if we brought in Qwmest's
digital services as well that the CLEC market share
woul d increase if both the CLEC digital and the Qwest
digital were in there?

A I don't know that yet, and that's why we
didn't fileit. | think | explained at the beginning
why we didn't file digital services is because we were
still analyzing them that Qwmest services were busted
down to voice grade equivalents and we were still trying
to determ ne on a custonmer |ocation by |ocation basis
how t hat matched up agai nst the CLEC data, which is
significantly found in DS1 circuits. And | think when
we can conclude that analysis, we will probably file for
digital services, because | think we will probably have
a fairly conmpelling tale.

I don't have all the data put together at
this time, and you won't see it put together in a
fashion that you can nmake a nmeani ngful conparison,

don't think, and this is the answer to one of your
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1 previ ous questions, | don't think you will see it
2 anywhere in this record. You night see bits and pieces

3 of data on digital services that m ght have been asked

4 for in discovery, | can't remenber, but | think that's
5 all you will see at this point in tinme.
6 Q But you have included in your petition

7 Quest's Centrex Prime and Centrex 21 products; is that

8 right?
9 A That's right.
10 Q And are all the offerings within those

11 Centrex Prinme and Centrex 21 part of your petition here?
12 A | would have to |ook at -- | would have to

13 | ook at the detail ed numbers, but | do know that Centrex
14 Prime and Centrex 21 are included. M understanding is
15 that, well, that they are included.

16 Q Okay. Both Centrex Prinme and Centrex 21

17 i ncl udes |1 SDN BRS and PRS service, are those included?
18 A I would have to | ook at the detail

19 MR. LEVIN. Thank you, those are all ny

20 guesti ons.

21 At this time | woul d nove the adm ssion of

22 thi nk we had 15 through 18, but | think we didn't talk
23 about one of them

24 JUDGE MACE: 16 is the one you --

25 MR. LEVIN. So it would be 15, 17, and 18.
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1 MS. ANDERL: No objection

2 JUDGE MACE: Hearing no objection, | wll

3 admit those exhibits.

4 THE WTNESS: | guess | would add one thing,
5 to the extent that we did include digital services for
6 our own, it would only hurt our case.

7 JUDGE MACE: Well, | just want to say that

8 typically there needs to be a question out there for you
9 to answer.

10 THE W TNESS: | apol ogi ze.

11 JUDGE MACE: CQur next cross-examiner is

12 Publ i ¢ Counsel

13

14 CROSS- EXAMI NATI ON

15 BY MR, FFI TCH

16 Q Good afternoon, M. Reynolds.
17 A Good afternoon
18 Q We have net, I'm Sinon ffitch with the Ofice

19 of Public Counsel.

20 MR, FFITCH: Before we get started, Your

21 Honor, | believe | have reached an agreenent with

22 counsel for Qwmest to stipulate into the record sone of
23 our cross exhibits, about which I won't have any

24 guestions, and those are Exhibit Nunmbers 20 through 23.

25 That's a total of four exhibits. So | would like to
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offer --

JUDGE MACE: |s there any objection otherw se
to the adnission of those exhibits?

MS. ANDERL: No.

JUDGE MACE: Then | will admt the exhibits.

MR. FFITCH: Thank you, Your Honor. | would
also like to note that, just for everyone's information,
two of our cross exhibits have been revised. The reason
for the revision is that Qwmest revised its response to
our data requests after our submi ssion of the initia
exhi bits, and so we have now substituted a revised
Exhi bit 20, one of those which was just stipulated in,
and also a revised Exhibit 25 just so that we're
consistent with the Qmest revisions.

JUDGE MACE: So that we can check to meke
sure we have those revised copies, do the exhibits say
revi sed on thenf

MR. FFI TCH: Your Honor, my understanding is
the Bench was provided with the revisions by Qaest, so
don't know the answer for the Bench

JUDGE MACE: Yes, thank you, then we do have
those exhibits in all the books up here.

MR FFITCH. Okay. And | did pass out to
counsel this norning those two exhibits in revised form

with the -- | did wite revised exhibit nunber on the
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upper right-hand corner in I onghand, so you should have
t hat .
BY MR. FFI TCH

Q So first of all, M. Reynolds, I"mgoing to
ask you to turn to what's been marked as Exhibit 19, and
that is Qvwest's response to Public Counsel Data Request
Nunber 6 and the suppl enental responses, correct?

A Yes.

Q And the request starts out by noting that in
your direct testinony you stated that Qwmest seeks
regul atory flexibility to conpete on an equal footing
with other providers. | think that's been referenced
al ready a couple of tines by prior counsel. |Is that a

correct reference to your testinony?

A Yes.
Q And so in this exhibit, Part A of the data
request asks you to state, |I'm paraphrasing, all the

i nstances where Qaest has |lowered rates for any services

for which you are seeking conpetitive classification,

right?
A. Yes.
Q And in response to that, you have provided a

chart which starts at page 3, goes on for a few pages,
this is non-confidential, and this |lays out the specific

i nstances where Qaest has nmade requests to the
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Commi ssion for reducing rates for any service covered by

the petition, right?

A That's correct.
Q Now | just want sone help first of all in
meki ng sure I'mreading this correctly, then I will ask

a couple of other questions about it. But let's just

| ook at the first line, which is Advice Number 3008T,
and it's a call forwarding service. And could you
explain what the dollar val ues shown there nmean? For
exanpl e, are they recurring or nonrecurring rates, that
type of thing, what do those nunbers, those doll ar
nunbers there represent?

A | believe it varies depending on the actua
filing. The first one appears to be a recurring rate.
It appears to be a rate reduction froma $3.55 recurring
rate down to a $2.35 rate. It lists the percentage of

the reduction and then whether the filing was mandatory

or voluntary, | believe which was asked for in the data
request .

Q Ri ght .

A And the ones -- you will see sone subsequent

line items where it says NRC wai ver.

Q Ri ght .

A | think when you see NRC, that would be a

nonrecurring charge, and the dollar amunt woul d be the
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anount that was wai ved associated with that one tine,
you know, typically is set up nonrecurring charge.

Q Al right. Sorry, continue if you want. |
can ask a couple nore questions if you're --

A. The other thing | would say is that if you --
if you go down the first page a third fromthe bottom
you will see MRC waiver, that typically stands for a
nont hly recurring charge, which means that we would
wai ve one nonth's recurring charge as a part of a
pronoti on.

Q Okay, thank you. And would you accept that
generally if you | ook through this exhibit the vast
majority of these reductions are waivers of nonrecurring
charges rather than reductions of a recurring charge for
a basic service?

A Yeah, | think that that's fair.

Q Now nmoving on to Part B of the data request,
Part B asks if Qaest has ever been denied a request to

| ower rates by the WUTC, is that right?

A Yes.
Q And you prepared Attachnent B which starts at
page 6 to list the treatnment of all of the -- I'msorry,

let me make sure I"'mreading the right place here.
Well, first of all, your answer on page 2 of the exhibit

indicates that there is no i nstance where the WJTC has
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denied a request for rate reductions; is that correct?

A That is correct. | believe that has to do
with Attachnent A at this tinme.

Q | believe you're correct, and | think I'm
going to get to Attachnent B in a mnute here. Part C
of our data request asks you to describe regulatory Iag,
and your response there was an objection and an
i ndi cation that you have not testified regarding
regul atory |l ag, correct?

A That is correct.

Q And then the response goes on to say that you
are required to provide ten days notice to the
Commi ssi on when you nmake changes reducing rates or
filing pronotions for either tariffed or price |ist
service offerings, correct?

A That is correct.

Q So in the case of those kinds of changes,
rate reductions or pronotions, the regulatory treatnent

for atariffed or a price list service is the sane,

right?
A | believe yes, that is correct.
Q Now i f we could go to Part D of our data

request, we asked you to identify all the proposals
where Qumest packaged services since 1999 and to provide

the period of tine that the WUTC took to review this and
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whet her the proposal was revi ewed, excuse ne, denied or

approved. 1Is that a fair paraphrase of the request?
A Yes.
Q So now we finally get to | ook at Attachnment

B, which starts on page 6, and in Attachnent B you have
provi ded all of those packages. | think this is the
same thing as a bundle, right, bundled services?

A Yes.

Q Anot her way to describe that, thank you.
First of all, this goes on through page 10, none of
those requests were deni ed, were they?

A No, they were not.

Q And with a few exceptions, each of those
requests was approved in |less than 30 days fromthe tinme
of filing, approved by the effective date requested hy
the conpany; is that correct?

A I think that is correct.

Q And t he exceptions that | found, for exanple,
on page 9, first bundled service shown there appears to
have been approved in 10 days; is that correct?

A Yes.

Q Perhaps slightly nore, it does appear that
the open neeting date was 12 days after the filing, but
certainly less than 30 days. And again skipping to,

ski pping the next entry and going to the entry after
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that, there's another approval there that occurred in
the 10 to 12 day tinme frane; is that correct?

A Yes.

Q Moving to Part E of the data request, the
conpany was asked to explain fully the inpedi nents that
Qnest confronts in responding to conpetitors inits
provi si on of services, and Qwest did object to that
request as overly broad, but then provided an answer on
page 2 of this exhibit essentially saying that it's

unabl e to provide information on every inpedinment,

correct?
A | think --
Q Then you go on, but that's sort of the first

point in keeping with your thought that it's overly
broad, you think there are too many different
i mpedi ments to list, | assume that's the sense of this
answer, correct?

A Yeah, but | think we probably address, you
know, the nmain issue after the objection

Q And t hat appears in the follow ng sentence or
two where you indicate that Quest needs the ability to
respond to vari able market conditions, because marketing
efforts by conpetitors do not necessarily occur at the
same intensity in all l|ocales statewi de at precisely the

same tinme, correct?
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A Yes.

Q But you al so cross reference back to answer
C, which relates to the ten days notice required before
a price changes, correct?

A Yes.

Q Now finally we have a question F, that's on
page 1 of the exhibit, we ask, in this petition are you
seeking authority to package services in Attachment A
any differently from how you presently provide them and
the answer right below that is no, correct?

A I think, you know, it's nore than no. It
says that we're essentially seeking the same regul atory
flexibility that conpetitors enjoy with respect to al
basi ¢ busi ness services, including packaged services.

Q Al right.

JUDGE MACE: M. ffitch, are you going to
nove on to another exhibit at this point? | wanted to
ask a couple of clarifying questions about this exhibit.

MR. FFITCH: That would be fine, this would

be a good tine, Your Honor

EXAMI NATI ON
BY JUDGE MACE
Q Wth regard to Attachnent A of Exhibit 19,

you pointed out a dollar value of reduction in your
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second colum after the text. |Is that the anmount of the
reduction, or is that the new rate?

A | believe that that's the reduction, so it's
-- it was a $2.35 reduction off of $3.55.

Q Ckay.

A. So that, just |ooking at the percent of the
reduction tells nme, you know, it's a 66% and | think
that if you did the math you would find $2.35 by 66%

Q Then the other question is, are any of the
rate reductions shown on this exhibit not related to
promoti onal offerings, for exanple, offerings that
expire in a 60 or a 90 day period?

A | believe that maybe that first one is, and
quite possibly if you go down, if it doesn't say a
wai ver or a rebate or a nonthly recurring charge waiver
and it gives a percent reduction, | think that that
tends to be an indication that that's a pernmanent price
reduction. And as you can see, there are -- it |ooks
like there's only about four of those on the first page,
the first item |ooks like the fourth item the sixth
item and it |ooks like the ninth item

JUDGE MACE: Thank you.
MR, FFITCH. Thank you, Your Honor, that was
a good clarification, a useful clarification. M

consul tant had actually handed ne up the sanme question,
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so | can nove along to nmy next question

CROSS- EXAMI NATI ON
BY MR FFI TCH
Q On page 11 of your rebuttal testinony,
M. Reynolds, that's Exhibit 7, and beginning at line 7
you state that first RCW 80.36.330 does not require

Qnest to prove its need for conpetitive classification

correct?
A That is correct.
Q So is it your position that even if Quest

fails to show in this proceeding that |ack of regulatory
flexibility is a problemthat the petition should stil
be granted?

A. I think by the statutory requirenents in the
statute that the Commi ssion has all the authority to
grant a petition for competitive classification based on
the facts presented it. And one of the, you know, |
don't believe that it requires a show ng of need.
think that that's inportant, and |I think that even
though that initial sentence starts the way it does,
beli eve Qnest provides a | ot of evidence and information
on our need throughout our testinony.

CHAl RMOVAN SHOWALTER: Let ne interrupt a

m nute, there's a phone ringing, can sonebody find out
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whose it is and stop it.

MR, FFITCH: | apol ogi ze.

THE W TNESS: That sounds like a digita
si gnal

CHAIl RWOMAN SHOWALTER:  So | actually didn't
hear your answer because | was distracted by the noise,
so if you could just very briefly sumuarize your answer.

THE W TNESS: M answer was that | believe
that just by a pure reading of the statute that the
Conmi ssi on could make a decision just based on evidence
of effective conpetition alone. | don't think it
requires Qmest to conme forward with its need. | think
need is inportant, you know, we pointed out that we
didn't think that that was part of the statutory
requirenent, but | think that Qvest in its testinony has
provi ded what our need is and why we believe that we
need conpetitive classification, so nonetheless -- that
was the answer.
BY MR. FFI TCH

Q Has Qwest, M. Reynolds, applied for banded
rate tariffs for any of the services that are subject to
this petition?
A I don't know the answer to that. | don't

beli eve we have, but | honestly don't know.

Q Woul d you be able to provide the response to
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that in answer to a record requisition?
A | believe we would, yes.

JUDGE MACE: That will be Record Requisition
Number 3, and woul d you phrase the question for us.

MR, FFITCH. The request would be for Quaest
to provide any record of a request for banded rate
tariffs for any of the services which are subject to
this proceedi ng, and that request should include the
rates, the ceiling and the floor rates requested, and
the treatnment by the Comm ssion, whether it was approved
or deni ed.

JUDGE MACE: Thank you.

MS. ANDERL: Your Honor, may | seek a
clarification, for what tine period, ever or the past
five years?

JUDGE MACE: M. ffitch.

MR. FFITCH: [I'mgoing to say since 1999
since that's a time frame that's been used for a | ot of
the data here
BY MR. FFI TCH

Q M. Reynol ds, does Qwest's petition for
conpetitive classification in this case request a waiver
of the statutory bar against rate discrimnnation and
unr easonabl e preference?

A We did not explicitly request it in our
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petition. | think that we -- | think that we woul d
request it, so |l wll orally request it.
Q That request was not pernitted in the |ast

conpetitive classification case, Docket UT-000883, was
it?

A. My understanding was that it was granted
initially but later on reconsideration it was w thdrawn.

Q That's correct. So that at this tinme Quest
does not have a waiver of the bar against rate
discrimnation for the services approved in that docket;
is that correct?

A That is correct.

MR. FFITCH: And | guess since M. Reynolds
has requested the waiver, Your Honor, orally in the
proceeding, we will certainly indicate our objection to
the grant of that request and will ask the Bench to
provi de an opportunity for that to be addressed at
greater length by the parties to the case.

Your Honor, |I'mnow going to ask a nunber of
guestions about Exhibit 24, which is entirely
confidential, and | have a fair nunber of questions, and
I would Iike to be able to speak very specifically about
the contents of the exhibit, and I'"'mafraid that this I
think is an occasion where it would be best to have the

heari ng room cl eared of individuals who have not signed
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the protective order.

JUDGE MACE: This is not highly confidential,
this is confidential information; is that correct?

MR. FFITCH: That's correct, Your Honor, this
is the yell ow paper attached to our Exhibit 24.

(Di scussion on the Bench.)

JUDGE MACE: What we will do is we will take
a recess right now for 15 nminutes. Wen we resune at
3:00, | expect that the hearing roomw || be clear of
any individuals who have not signed the agreenent that
is attached to the protective order.

CHAl RWNOVAN SHOWALTER:  And we will also turn
of f the conference bridge, and people who are |istening
are | guess just going to have to call back every once
in a while and see when it goes back on.

JUDGE MACE: Thank you.

MR. FFI TCH. Thank you, Your Honor.

JUDGE MACE: Okay, so we will recess for 15
m nutes at this point.

CHAl RMOVAN SHOWALTER: M. ffitch, just so if
there is anybody listening, do you have a sense of how
long this portion of your cross may be?

MR, FFITCH It could be perhaps 20 nmi nutes
or so. It's alittle hard to tell, around 20 m nutes

pl us or m nus.
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1 (Confidential session concluded.)
2 MR, FFITCH: Shall | continue then, Your

3 Honor ?

4 JUDGE MACE: |'m sorry?

5 MR FFITCH  May | proceed?

6 JUDGE MACE: Yes, please.

7 MR. FFI TCH: Thank you.

8

9 CROSS- EXAMI NATI ON

10 BY MR. FFI TCH:

11 Q Page 108, M. Reynolds, in the same exhibit,
12 it's a script featuring Jennifer and David. Do you have
13  that?

14 A Yes, | do.

15 Q And can you just confirmfor ne that at near

16 the bottom of the page, Jennifer nmakes the point that

17 this offer for long distance advantage for business

18 i ncludes | ocal and | ong distance from Qumest?

19 A Yes, that's what's stated.

20 Q And that is a radio script, is it not?

21 A Yes.

22 Q And that's used in WAashi ngton state?

23 A | assune that it is, but I don't know that

24 for a fact.

25 Q That's what we asked for in the data request
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in any event?

A Yeah, | understand that.

Q And if we nove to page 112, we have anot her
radio script, and if you | ook at the comment about a
third of the way down from Ben, he again references
| ocal and | ong distance all on one bill for no extra
charge, correct?

A Yes, that's what's stated.

Q Now | do note that that headi ng references
Col orado, do you know if that radio script is also used

i n Washi ngton?

A | do not.
Q The next page 113 --
CHAIl RA\OMAN SHOWALTER: | will just interject

that Ben says, it's a conprehensive business calling
pl an for Washi ngton.

MR. FFI TCH: Ckay, thank you, Your Honor

THE W TNESS: That probably confuses the
peopl e in Col orado, doesn't it?

CHAl RWOVAN SHOWALTER:  So we know t hat Ben
has not been sworn in.
BY MR FFI TCH

Q The next page, 113, is an advertisenent which

begins at the very top with the words in large letters,

| ow rates and one bill, how easy is that, correct?
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A Yes.

Q And that's a reference again to the
combi nation of long distance and local in one bill?

A | believe it is, but I can't read the small
print.

Q Okay. On page 115, the heading is unlimted
| ocal and | ong distance, and this is another script. |
believe -- | should ask you if this is a radio or a
tel evision script, do you know?

A | don't.

Q And this is directed at small business
custoners, correct?

A Yeah, it appears to be.

Q And we see the, in the mddle of the page,
the enpl oyee saying that unlimted |ocal service with

unlimted I ong distance plans are available, |ater, al

for one low price, later, all on one bill from Quest,
correct?

A Yes.

Q Just out of curiosity, is the unlimted |ong

distance that's offered in this script subject to any
limtations?

A I don't know that.

Q Woul d you accept subject to check that the

smal|l print indicates that it's not actually unlinted,
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that there is a mnutes of use |linmtation after which
the custoner's bill is reduced?

A I woul d accept that subject to check, which
means | night have to get a magnifying gl ass.

Q Now |'m going to ask you to | ook at the next
exhibit, which is Public Counsel -- just give me a
m nute here, please. Actually here | would Iike to go
to Exhibit 25, the next exhibit in order, and that's a
Publ i ¢ Counsel Data Request Nunmber 34, correct?

A Yes, it is.

Q And this has now been revised. The origina
or the request was for a definition of the termsnall
busi ness and | arge business as it was used in an earlier

Qnest response regarding tracking of service quality,

correct?
A That is correct.
Q And the initial response was, |arge business

is customers with five or nore lines, and small business
was customers with four or less lines, and that's
correct, is it not?

A Yeah, well, that's correct what it says, but
it wasn't correct.

Q That was the previous answer, and now it's
been corrected on Monday with the foll owi ng statenment:

Both small and | arge busi ness customers



0257

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

with at | east one i nward exchange access
line and not nore than five tota
exchange access lines are included in

Qnest retail service quality reports.

Is that -- that's what it says, right?
A Yes.
Q So is it ny understanding that that response

nmeans that customers with as few as one to five business
lines are classified by Qwest as | arge business
cust oners?

A They can be, yes.

Q The final sentence of this response, this new

response, says that small and | arge busi ness customers

are differentiated on nonthly account billing | evels.
A That's correct.
Q What is the break point between a small and a

| ar ge busi ness customer on that basis that is used by
Qnest ?

A. | don't believe | have that here today, and
believe if |I did it probably would be confidential

Q Is that a nunber that can be provi ded by
Qnest in response to a records requisition?

A Yes, | believe it is.

MR. FFI TCH:  Your Honor, | would |ike to make

a record requisition for that information fromthe
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conpany.

JUDGE MACE: This will be Record Requisition
Nunber 4, and can you repeat the question, please, for
the record.

MR, FFITCH. The question would be, what is
the nonthly account billing | evel that Qwest uses to
differentiate between snmall and | arge busi ness custoners
i n Washi ngt on.

CHAI RMOVAN SHOWALTER: Let's take a pause and
fix the conference bridge.

(Di scussion on the Bench.)

JUDGE MACE: So Qwest has that record
requi sition request listed?

M5. ANDERL: Yes, we do, Your Honor, and at
sonme point we should receive clarification as to whether
the due date for these is as set by the rule or sone
earlier date. | think the rule allows us ten days from
the date of the receipt of the transcript to provide
these, and my hunch is that's not -- that's going to be
too | ong.

JUDGE MACE: Maybe a little too long. W can
tal k about that at the close of the proceedi ng when we
tidy up these details.

MS. ANDERL: Thank you.

MR. FFI TCH: Thank you, Your Honor
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BY MR FFI TCH

Q M. Reynolds, is that definition of small and
| ar ge business custoners that's contained in this
response the definition that's used for purposes of
service quality reporting and tracking?

A. Yes, if | understand your question right. |
mean that's -- we draw from | arge busi ness busi ness
of fice orders and trouble tickets associated or in
conjunction with that division based on that definition,
so hopefully that satisfies your request. That is, on a
monthly billing | evel per account woul d determ ne
whet her a custoner was served by this particular
busi ness office or that particul ar business, a |large
busi ness or small business.

Q They were, I'msorry, | want to understand
your answer, it would detern ne whether they're being
served by what or whom | didn't quite hear your answer?

A Well, it depends on how they're served by
Quwest, and | believe that in the response that we give
you, it will be nore explicit. Because nmy recollection
is that we have billing levels that are classified as a
certain type of account at Qwest depending on their
monthly billing, and there is a break point at which we
consi der custonmers to be |large business or snall

busi ness.
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Q And | thought | heard you say that that break
poi nt woul d deternmi ne whether they were served by a
smal | business officer or a |l arge business officer?

A Not an officer, | meant just the service
representatives and business office. | believe that
they're served out of a physically different group of
people. That's ny understandi ng anyway.

Q Al right. Are there any other, other than
service quality neasurenent, are there any other
practical applications at Qwest where this definition is
used?

A Yes, it's used, | believe it's used, and |ike
| say ny understanding is that it distinguishes based on
a certain nonthly billing to these custoners who they
woul d be served at, how they would be served by Qnest
busi ness representatives.

Q Does Qmest use any other definition of |arge
busi ness or small business for internal or regulatory
pur poses?

A |'"mpretty sure they do. | nean it depends
on which Qwmest unit you go to. You probably will get
some ot her divisions based potentially on access I|ines,
based on revenues, it just depends on what the purpose
of the group is. But for purposes of this tracking,

this is the, you know, this is the definition that's
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used.

Q Can you tell me what the other definitions
are that are used by Qwest to define small business and
| ar ge busi ness?

A. Well, as | just suggested, | believe that
certain groups use access lines. For exanple, the
previ ous response was probably based on the way that a
certain group distinguishes between small and large. It
was not -- it was not correctly answering your question
and | determned that, and that's why | needed to
correct it.

Q And whi ch group or groups would use the

access |ine breakdown that you provided in your earlier

answer ?
A. I do not know sitting here.
Q And if you don't know the group, do you know

the purpose for which it's used?

A No.

Q In addition to access lines, you have
i ndicated that sone groups within the conpany m ght use
revenues as a distinguishing factor. |Is that a fair
par aphrase of your answer earlier?

A. Yes, but | was just referring to this
definition that we're giving you here.

Q Oh.
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A. So that's actually a revenue breakdown.

Q Okay.

A A nonthly revenue breakdown.

Q Okay. Any other definitions besides revenue

and access |ines?

A. | don't recall seeing any other than those,
no. That doesn't nean that they m ght not exist, but |
personal |y have not seen them

Q Woul d you be able to provide a response to a
Bench request to answer the question about the
definition that is used on the basis of access |ines and
in what settings that is used by the conpany?

A If you' re asking nme physically could we do
that, I think we could -- I think we could is the
answer .

MR. FFI TCH:  Your Honor, | would like to make
an additional Bench request on this definitional issue.

JUDGE MACE: This will be Bench Request,
pardon ne, Records Requisition Nunmber 5.

MR FFITCH  Sorry.

JUDGE MACE: And it's the definition or the
di stinction between treatnment of small and | arge
busi ness custonmers on the basis of access lines; is that
correct?

MR. FFITCH: That's correct, Your Honor, and
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I think a second part of the question is --

MS. ANDERL: |I'msorry, | need to have the
first part of the question again. | didn't understand
what exactly was bei ng sought.

JUDGE MACE: M. ffitch.

MR, FFITCH: |I'mrequesting that the conpany
provi de the definition which it uses for snmall business
and for |arge business which is determ ned by the nunber
of access lines that that business has. And the second
part of the request is to provide a narrative
expl anation of which -- of what purposes that definition
is used for.

And just to explain a little bit, Your Honor
the data request that you have in front of you asked for
that, those definitions, in connection with the service
quality reporting only, so these additional Bench
Requests broaden the inquiry a bit further to get a nore
conmpr ehensi ve understandi ng of the definitions used by
t he conpany.

BY MR FFI TCH
Q Can | ask you now to turn to Exhibit 26,
pl ease, M. Reynolds, and | will turnto it as well, and
page 1 of Exhibit 26 is a Qwest Wb site cover page for
| arge business custoners as | understand it. |Is that a

correct description?
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A. Yes, that's what it appears to be. | see the
bold letters, large business, at the top of it.

Q And then if we turn to page 2 of the exhibit,
we see a sort of a conparable page for small business
custoners, correct?

A Yes.

Q Do you know what definitions are used to or
how the terns small business and | arge business is
defined for purposes of this Wb site?

A | do not.

Q Let's go back and | ook at page 1, and let's
| ook at the featured products and sol utions under the
| ar ge busi ness heading. Those are voice solutions with
an enphasis on call center solutions and audio
conferencing, data transfer, Internet, and integrated
voi ce data Internet, correct, oh, and advantage
solutions, |I'msorry, those are the featured products
and solutions for |arge business custonmers, correct?

A That is correct.

Q If we turn to page 2 and | ook at the featured
product for small business, they are Qwest business DSL
| ong di stance, Business Line Plus, and those are the
three featured services, correct?

A Yes.

Q And if we go to page 3, there's a description
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of Business Line Plus. This is actually the service

that we tal ked about in the marketing scripts earlier

correct?
A Yes, | believe it was referred to.
Q And this description here on page 3 notes

t hat the Business Line Plus service includes one
busi ness line and sonme features, correct?

A. Yeah.

Q And if we turn to page 4 of the Business Line
Pl us Wb pages, we can see that the custoner is told
they can save even nore with term agreenents. A one
year term agreenent is available. A two year term
agreenent is also avail able, correct?

A Yes.

Q Now | et's go back to page 2. That's the
smal | busi ness cover page. And right next to the
gentl eman's shoul der the phrase, unpredictabl e business,
predi ctabl e expenses is set out, correct?

A Yes.

Q Well, rates for business |lines and features
are regulated right now, are they not? That's why
you' re seeking conpetitive classification here, because
right now they' re regulated by this Comr ssion, correct?

A They are with the exception of the

conpetitive classification that we have received in
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prior petitions.

Q Okay. And so to the extent they're regul ated
at least, the rates are predictable right now, correct?

A | guess | don't know how to respond to that.
Certainly even a regul ated service is subject to rate
changes. | nmean we can file for rate changes, and they
can be granted, so.

Q Okay. So it's predictable until the
Commi ssi on changes the rate by allowing a rate increase

after notice and a hearing, correct?

A If you're seeking a decrease, yes.
Q Actually, | said a rate increase
A Oh, I'msorry, | missed that.

Q

But you're anticipating ne, because | was
going to say that they would be sonewhat |ess
predictable if you cane in for a rate reduction on 10
days notice or 30 days notice, correct?

A That's correct.

Q But a small business is probably not going to

m nd an unexpected savings in their tel ephone bill

correct?
A I would think they would | ook forward to it.
Q Is Qvest willing to comrit in this proceeding

to cap rates for all the services which are subject to

this petition so that you would sinply be receiving
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downward pricing flexibility under the petition?
A That's not part of our petition, no.
Q So part of the benefit to Qwest froma grant
of this petition would be the ability to raise rates for
sone of its custoners with a significantly reduced
regul atory oversight; is that correct?
A | haven't thought about it in those terns.
If that's one of the freedons that we have, you know, |
suppose that comes with the grant of conpetitive
classification. | don't know that we would refer to
that as a benefit, because | don't know that we would
ever be able to use it.
Q But you would have the ability to do that,
woul d you not ?
A Yes.
Q Let's turn to page 13 of your rebuttal, which
is Exhibit 7, and go to |line 15.
JUDGE MACE: |'m sorry, what page, counsel?
MR FFITCH. Page 13.
JUDGE MACE: Thank you.

BY MR. FFI TCH

Q And lines 15 through 18, and, M. Reynol ds,
there you state that all three services can provide
functional |y equival ent exchange access, and you're

referring there to PBX, Centrex, and basic business; is
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1 that correct?

2 A That is correct.

3 Q You' re not suggesting are you, that these

4 services are functionally interchangeable from an

5 econom ¢ and practical perspective for every business
6 cust oner ?

7 A No, ' m not.

8 Q An 18 wheel er and a panel van both give a

9 smal | busi ness custoner the ability to transport goods
10 to market on the highway, but a | ot of businesses only
11 need the panel van; am|l right?

12 A I would accept that, yes.

13 Q Approxi mately at what point is it economc
14 based on today's prices for a business custonmer to

15 substitute PBX trunk for multiple business |ines?

16 A | amnot fanmliar with the current cost or
17 sizes of PBXs, so | don't know that | could respond to
18 that. | think you would have to weigh the cost of the
19 PBX, the cost of the PBX trunks, the station |line
20 equi pnent in relation to the single line sets. | nean
21 those are the types of considerations that a small
22 busi ness customer m ght go through and al so determ ne
23 what your needs are froma feature basis. | nean to the
24 extent that a conpany has a |ot of intraconpany calling

25 needs, typically a Centrex and/or a PBX solution m ght
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be nore econonmic for themthan to have multiple single
i ne businesses that draw dial tone froma centra
office. So | would have to have nore understandi ng and
a better handle on the actual costs to give you a
definite answer on that.

Q But it's fair to say, isn't it, that for sone
busi ness customers, that there is a cut off and that for
some business custoners it's not econonic for themto
make that transition froma nultiline scenario to a PBX
scenari o?

A I think that probably that m ght be the case,
but once again, | would not -- | nmean a customer's needs
and how they're served | think are an inportant
consideration. So I think maybe what you're asking is
up to five lines of a small custoner dependi ng on how
they were dispositioned around their work |ocation and
their need to contact one another m ght be equally
served by a small hybrid switch that | ooks |ike a PBX
but it's served by single |line business services. That
way it would work a lot like a PBX for the custoner but
m ght not cost as rmuch. | nean there are a | ot of
el ectronic solutions out there today that all ow even the
smal | est busi ness custoners some of the features of PBX
type calling at a fraction of the price, so.

Q And there are sonme business custoners who
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purchase one single line, correct?

A That is correct.

Q And there are some who purchase two |ines,
correct?

A Yes.

Q And there are some custoners who purchase two

lines who do not need and do not wish to pay for a PBX,

correct?
A That's correct.
Q And there are some busi ness custoners who

purchase two |ines who don't want a PBX and they don't
want any of the special electronic features because they
don't need them and they don't need to incur the
expense, correct?

A That's correct.

Q And that would be true actually for snal
busi ness customers who, for sonme small business
custoners who m ght purchase even nore than two |ines,
perhaps three lines or four lines, correct?

A That's true, and, you know, once again
think the distinguishing criteria that you presented to
me was the custonmer's needs. You could have very small
busi ness customers with simlar needs, and there are
actual products even in the Centrex famly that would

serve sone of those needs for intraoffice calling, and
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they're fairly feature rich, so, you know, it really
depends on the custoner's needs.

Q And sone custoners don't need those?

A I would agree. That's why we have quite an
array of services.

Q Thank you. Now Qwest has provided
information in this docket about the nunber of business
lines they have in the state of Wshington, correct?

A That is correct.

Q Have you provided any information in the
docket about the percentage of those lines that are
smal | business custoners?

A My under standi ng was, and it may have been in
a response to a discovery request even by Public
Counsel, we were asked to provide a breakdown of
customers that had | believe four or nore lines or four
or fewer lines. | can't renmenber the cut off point, but
| believe we were asked to provide some data |like that.

Q Well, 1'masking you, and perhaps |'m asking
you to provide a confidential number here, but |I'm
aski ng you what percentage Qwest believes or represents,
what percentage of its |ines consist of small
busi nesses?

A I don't have that data at my fingertips.

Q And you haven't presented that data other
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t han what you have just referred to, you haven't
presented that as part of your petition?

A No.

Q Now I will just refer to business lines. |If
I change ny question to what percentage of your
custoners are small busi ness custoners as opposed to
| arge, woul d your answer be the sane?

A Yes, it woul d.

Q And have you provided any calculation in this
docket, either on a statew de basis or on an exchange by
exchange basis, of your narket share in the snall
busi ness mar ket ?

A No, other than the data that m ght be derived
fromthe data we provided in response to discovery.

MR. FFI TCH:  Your Honor, that concludes our
cross-exam nation. | wanted to offer Public Counse
Exhi bits 19, 24, 25, and 26.

JUDGE MACE: |Is there any objection to the
adm ssion of those proposed exhibits?

MR. FFI TCH: Thank you, M. Reynolds.

MS. ANDERL: Your Honor, we still do not
bel i eve that Exhibit Nunber 24 is relevant in that it's
we do not believe probative of any question of fact
that's at issue in the proceeding. | realize that when

Your Honor ordered us to provide that, there was sone
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i ndi cation that the data that we would provide in
response to that data request m ght provide evidence of
mar ket power. However, we do not think that the
response to the data request does provide that evidence,
and we therefore do not think that it is relevant or
should be -- and we do not believe that it should be

i ncl uded.

JUDGE MACE: M. ffitch.

MR. FFI TCH:  Your Honor, we believe that
first of all the Commission has already ruled on the --
that this information should be produced and is
relevant, and | would sinply point out that as ny
cross-exanm nation indicated, there is a very close
integral relationship between the post 271 nmarketing of
| ong di stance service by Qwmest and its position in the
| ocal market. The data request itself, the response on
the first page indicates the very significant success
that Qnest is having in signing up custoners for these
new | ong di stance services which are linked to |oca
services. W have also had testinony about the
connection between this nmarketing and the tying up of
customers on term contracts, which has an inpact on
those custoners' ability to make | ater conpetitive
choices. W think this is integrally related to an

anal ysis of the |ocal narket.
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(Di scussion on the Bench.)

JUDGE MACE: Let ne just clarify one point,
and that is that in making our ruling that this
i nformati on shoul d be produced, we didn't nake any
ruling with regard to whether or not it would be
admtted as evidence. There's two different standards.
And so | just want to nmake sure that that's clear

However, with regard to the exhibit, just as
Qnest has made sone argunent and there is sonme testinony
about the relevance of VolP and wirel ess as conpetitive
alternatives and to explain the context of the
conpetitive situation in Washington, it appears that
this exhibit also would provide perhaps sone information
about the context to conpetition in the state of
Washi ngton, so we will admt it.

MR. FFI TCH: Thank you, Your Honor

JUDGE MACE: On that basis.

M5. ANDERL: Your Honor we had --

JUDGE MACE: Let ne just make sure that |'ve
got this here. I|I'malso admtting 19, 25, and 26, you
have no objection to those.

M5. ANDERL: That's correct.

JUDGE MACE: CGo ahead.

MS. ANDERL: We had one other itemthat we

wanted to clear up before the next counsel started to
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cross-examne, and it had to do with the discussion that
M. ffitch and M. Reynol ds had concerni ng RCW 80. 36. 170
and 180, preference and discrimnation statutes. And we
would like to clarify for the record that Qmest's
petition did not formally request a waiver of that, of
those two statutes, and we are not now anendi ng our
petition to do so.

M. Reynolds' response to M. ffitch was
simply intended to convey that that is something the
Conmi ssion may on its own consider as to whether the
evi dence in the docket convinces themthat those
statutes could be waived on a broader basis. However,
it was not explicitly a part of the proceeding in terns
of being raised in our petition, and we do not wish to
expand the proceeding to have direct evidence presented
specifically on that point to the extent it has not been
bef ore.

JUDGE MACE: Thank you.

Al right, and that conpletes your
Ccross-exam nation?

MR. FFITCH: Yes, Your Honor. | guess | had
indicated to Ms. Anderl that |, you know, | didn't have
any problemwth the clarification, and | don't, but I
guess | would like to nake one observati on about the

matter that's just been addressed. And that is we, the
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Commi ssion and parties, encountered this problemin the
| ast proceeding, in the 883 proceeding, in which the
issue was injected very late in the day after testinony
was filed, after rebuttal was filed, and the Comi ssion
indicated at that tinme that it was sinply not
appropriate to delve into that matter when it had not
been an issue in the case up until, actually in that
case, up until the time of the briefing.

And | guess |I'm you know, just a little
concerned here that if Qwest is suggesting that it be
consi dered sort of in the abstract when no party has
provi ded testinony on that issue, including the conpany,
and no party has done discovery on it and no party has
prepared to cross-exanine on it, that | think it may
again put the parties and the Bench in a difficult
posi tion.

JUDGE MACE: Let me ask Qwest whet her your
earlier statement meant that you are not requesting it,
and you will not request a waiver of those provisions in
this proceedi ng?

MS. ANDERL: That's right.

CHAI RWOVAN SHOWALTER: This is the preference
and di scrimnation?

THE W TNESS:  Yes.

MS. ANDERL: Yes.
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CHAl RWOMVAN SHOWALTER:  So Qmnest's position is
it will not seek a request of waiver of those
provi si ons?

M5. ANDERL: That's right.

Your Honor, just for clarification, those
statutes contain an explicit statenent that for
conpetitively classified services offered in contract,
those statutes are waived. And so we woul d expect that
upon a grant of this petition, those statutes would be
wai ved for the services that are at issue here when they
are offered under individual contract. However, we are
not requesting a broader waiver of those statutes at
this time.

JUDGE MACE: What kind of contracts would
t hose be?

MS. ANDERL: I ndividual case basis contracts
that we mght enter into with custoners that contain
terms and conditions different fromthe price listed
rates for these sanme anal og busi ness services.

JUDGE MACE: Would they be simlar to the
term agreenents that are referenced in the exhibit that
counsel cross-exam ned on, M. ffitch cross-exam ned on,
the term agreenents that were --

MS. ANDERL: They mmy be, Your Honor. It may

be that our price list would contain a statenent that
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says, in order to be eligible for this price, you have
to enter into a one or two year termcontract. |In those
situations, we would not be required to file the
contract, because it doesn't contains terns and
conditions and prices different fromwhat's in the price
list.

But if we wanted to give a custoner 5%
addi tional discount offer off the price listed rate and
not make any changes to the price list, we would enter
into that contract with a custoner, and we woul d be
required under Conmission rules to file that as an
i ndi vi dual case basis contract, and those contracts are
ones, and | need to reread the statute to see how
broadly it applies, but certainly the I1CB contracts,
under the 1CB contracts we would be exenpt fromthe
80. 36.170 and 180.

CHAl RWOVAN SHOWALTER:  Well, | guess I'm
confused about what the issue is. | understand what the
i ssue was at one point, but nowwth this clarification,
what is the issue we're trying to decide here?

MS. ANDERL: |I'mnot sure that, | know you're
| ooking at M. ffitch, I"'mnot sure there is one.

CHAl RWOVAN SHOWALTER:  Ckay.

MS. ANDERL: | think we just wanted the

record to be clear.
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1 CHAl RMOVAN SHOWALTER:  All right. Well, |

2 guess if there is an issue, we will hear it in a nore

3 speci fic objection later on.

4 JUDGE MACE: Very well, then let's proceed to

5 the next cross-exam ner. That would be M. Ml ni koff.

6 MR. MELNI KOFF: Thank you, Your Honor
7
8 CROSS- EXAMI NATI ON

9 BY MR MELN KOFF

10 Q Good afternoon, M. Reynolds. |[|'m Stephen
11 Mel ni kof f, | represent the consuner interests with the
12 Department of Defense and all other Federal Executive
13 Agencies, and | would like to ask you a few questions
14 clarifying points that have preceded or going into just

15 a couple of areas that haven't been addressed.

16 On line 5 I'msorry, on page 5 of your
17 testimony, lines 10 --

18 CHAI RWOVAN SHOWALTER: Can we, you al ways
19 start -- please start with the exhibit nunber first,

20 because we have to wait until we hear that to renmenber

21 the rest.

22 MR. MELNI KOFF: | believe it's Exhibit
23 MSR- 1T.
24 CHAl RMOVAN SHOWALTER:  Page?

25 MR, MELNI KOFF: Page 5, line 10 to 11, or 10
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1 to 12.

2 BY MR. MELNI KOFF

3 Q You tal k about the reclassification would
4 allow Qnest, and |I'mjust rephrasing it here slightly,
5 to quickly provide targeted responses to conpetitive

6 offerings. Do you see that?

7 A Yes.

8 Q And | want to just explore that a little with
9 you. Do conpetitors target market -- provide target,

10 let's see, the words you used were targeted, targeted

11 responses, conpetitive offerings, so do conpetitors

12 target offer |arge business?

13 A Yes.

14 Q Do they -- does Qnmest do responses now,

15 provi de targeted responses to such offers?

16 A Yes, within the regulatory framework that we
17 currently operate, we do.

18 Q Do conpetitors conpetitively provide

19 of ferings targeted to small|l business custonmers?

20 A | believe they do, but I don't have a | ot of
21 i nformati on about their packages. | assune that they
22 probably have packages that appeal to small business

23 custoners.

24 Q And does Qwest provide conpetitive responses?

25 A. Yes, we try to.
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Q And what about one line and two |ine smal

busi ness segnent, do conpetitors target themwth

of fers?
A Yes, |'m sure they do.
Q And do you provide now targeted responses?
A. Yes. The difference is that today when we

provi de a targeted response, especially on a tariff or
even a price |listed basis, we have to provide it, and we
have to evaluate it statewide. So whatever we offer
needs to be provided in every market in the state, in
every wire center, every exchange. And to the extent
that a conpetitive response doesn't require that, we
woul d I'ike the sanme flexibility that our competitors
have to conpete, so that's probably a key point in our
petition.

Q Even though it would be one or two line
custonmers?

A Yes, to the extent that our conpetitors were
of fering a package of services or a certain price for
their services, yeah, we would |like to be able to
respond to that.

Q Let me just explore with you briefly, very
briefly, your perception of the federal governnent as a
market. You view us or the DOD and the Federa

Executive Agencies as a | arge busi ness, do you not?
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A. Yes, | think you would fall into that
cat egory.
Q And you conpetitively target that portion

ei ther when we offer requests for conpetitive bids, you

respond to that?

A Yes, we do.

Q Do the conpetitors also target that narket?

A ' m sure they do.

Q There's another side of the federa
governnment marketplace, is there not, and | wll just

refer you to the small one's and two's of agricultura
agents, small post offices in rural areas, recruiters in
a strip mll in a small area, forrest service, those

ki nds of business segnent; is that different in

mar keti ng for Quest?

A Yes, | think that they would be marketed to
much nore in line with smaller business customers. |
think that their needs would be more in line with those
custoners, and probably the product solutions that they
desire would be nore in line with smaller business
custoners, so | think that's where they would fall out.
It really depends too on whether those smaller offices
operate integrally as part of a |arger agency throughout
the state and whether they have data needs to be tied

together, and then they start |ooking a |lot nore |ike,
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you know, a very |large business custoner, so.

Q Changi ng subjects now, still in your exhibit,
your direct testinony Exhibit 1, | think it's at page
20, line 1, where you, and I'mjust trying to get a
clarification of some nunbers that appear to be
different, the nunber of conpetitors, the nunber of
CLECs that are conpetitive alternatives to Qmest. On
page 20, line 1, you say Qwest offers evidence that over
35 CLECs are providing conmpeting services using Quwest's

whol esal e services. Do you see that?

A Yes, | do.
Q What was the date of that 35 nunber?
That 35 nunber, | would also direct you to

Exhibit 3, and the CLECs that are listed in Exhibit 3 is
really the source of that 35 nunber. | believe you wll
find 37 there, and the basis and the source and the date
associated with those is the sane date of the data that
we provided in this petition, and that's 12-31-02, so
it's end of year 2002.

Q So that -- okay, thank you.

Now are you aware that the Staff w tness,

M. WIlson's testinony indicates that only 24 or around
24 conpetitive CLECs responded to the Conm ssion's Order
Nunber 67?

A Yeah, that's mny understanding.
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Q How can you account for that difference,
di fference between 24 and your 377

A Just that sone of the CLECs didn't respond.

I don't think that there was anything other than a

Commi ssi on order that conpelled themto respond, but,
you know, we have their line counts as a part of our
billing system and that's what we reported on. Staff
and the Commi ssion issued their data request and | think
hoped for the best, and they got responses from24. So
I'"mjust assuming that there were a certain nunber that
didn't respond.

Q Could it also be that between January 12th,
2002, and the present, maybe a nonth ago, that there are
now | ess than 37 conpetitors?

A. That, you know, that's certainly a
possibility, and nmaybe | need to put the 37 into a franme
of reference, because | believe M. Teitzel also

references a nunber where we have | believe it's 77 or

78 CLEGCs.
Q Il think it's 78.
A Okay.
Q | intended to ask hi m about that too.
A That are actively purchasing services from

us, local whol esale services fromus. That doesn't nean

that all 78 are purchasing the services that we have
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presented in this petition. Sone of them m ght have al
of their own I oops and all they're purchasing are

i nterconnection trunks fromus. So there's a reason why
there can be a difference between the 78 and the 35. So
there's actually, | think that data request nay have
gone out to nmore than just the 35 that were listed in
our petition, it may have gone out to really all active
CLECs, and 24 was the response. And once again, | don't

know why they didn't get nore response.

Q Thank you. Let ne just quickly address sort
of practical aspects of your petition. |If Qnest is
granted the relief it seeks, will you be able or wll

Qnest be able to price local business service at
different rates in different geographic areas?

A. That's a possibility, yes.

Q In Exhibit 1, your direct testinony, page 6,
| believe it's lines 10 and 11, you're tal king about the
criterion that the Comm ssion used in granting the
threshol d reclassification in Docket 000883, the
provi sion, services provision of a DS1 or greater
circuits, and you're suggesting there, | know you have
al ready discussed it with other counsel, that it was
difficult to translate into marketing plans.

A Yes.

Q Woul d Qnest be able to translate into
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mar keti ng plans a threshold of reclassification based on
t he nunber of access lines that a custoner takes? For
i nstance, service to custoners with three or |ess access
lines is subject to regulation if the Conm ssion so
di sti ngui shes, so chooses to distinguish, but service to
busi ness custonmers with four or nore access |ines would
be reclassified, would that present a difficulty in
translating into market plans?
A I don't know that. | would have to talk with

our billing people about what their capabilities are
al ong those |ines.

I know that the conplication with the 883
order is the interpretation of what really constitutes a
DS1 or greater circuit. In our network, our |oop plant
is distributed such that approximately two thirds of the
| oop are served over sone type of digital |oop carrier
system somewhere, you know, in the network, and that is
not -- that does not translate easily into identifying
those custoners and being able to target any types of
services for those custonmers. And so | think that
that's part of the reason why we never really utilized
the freedonms that we gained in the [ast petition

I do believe that probably it would be nore
utilizeable maybe on a line basis, but | don't know, |

don't know the answer to that. And quite frankly, |
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don't -- that's not what our petition is about. Qur
petition is for all custoners that are served by these
lines regardless of how many lines they' re served by,
because we believe CLECs are conpeting for all
custoners, so.

Q | understand what you're asking for.

Are you aware that in certain state
proceedi ngs other than in Washington state, for instance
New Jersey, the Commi ssion apparently took an approach
that is based on access |line, nunber of access lines?

A I'"'mnot specifically famliar with New
Jersey. | do know that there are different comr ssions
| ooki ng at the sane issue.

Q Are you aware that the FCC generally views
busi ness custonmers with fewer than four access |lines as
simlar to residential?

A I don't know that, but perhaps that's
sonmet hing that you could talk with M. Teitzel about,
because he actually deals with the FCC reports, so he
m ght be able to have nmore of a conversation with you on
t hat .

MR. MELNI KOFF: Thank you, M. Reynolds, that
concl udes ny cross.

JUDGE MACE: WeBTEC.
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CROSS- EXAMI NATI ON
BY MR BUTLER
Q M. Reynolds, if | could direct your
attention to Exhibit 12, please. That's the Exhibit A

to the SGAT, and specifically if you could refer to

Section 9. 2.
A Yes.
Q Coul d you identify which categories of |oops,

unbundl ed | oops, were included by Qvest in its market
share anal ysi s?
A We included -- could you give ne the

reference to Exhibit A again?

Q Starting on page 6.
A 9. 2.
Q 6 of 25, bottom Section 9.2, unbundled
| oops.
A Yes, | have it. W included two wire anal og

voi ce grade. Obviously we included two wire when it's
included with UNE-P to the extent that | have
represented the UNE-P circuits that we have provided.
We included four wire voice grade. W included two wire
non-|1 oaded and four wire non-|loaded and two wi re ADSL
conpati bl e.

CHAl R\OMAN SHOWALTER: Where is that?

JUDGE MACE: Yes, where is that?
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THE WTNESS: | believe it's under 9.2.3.
JUDGE MACE: So that's 9.2.3.1 and .2, | see
ADSL conpatible in each of those categories.

A There appears to be -- | think that it
probably says when ordered with a port under UNE-P. W
did not include UNE-P ADSL or |SDN, but we did include
the loop, so | would say it's 9.2.3.1. W did not
i ncl ude unbundl ed | SDN | oops though or xDSL, we only
i ncl uded the ADSL conpati bl e, because we track sone of
those products separately. And so once again | would
say that it would be a subset of 9.2.3.1, 9.2. 2.3,
9.2.2.2, 9.2.2.1, 9.2.1.3, 9.2.1.2, and 9.2.1.1 in
reverse order, and | apol ogize for that.

BY MR. BUTLER

Q Did you include any from9.2.3.3 or 3.4?
A No.
Q How do you differentiate, if you do, between

in your analysis, between an unbundl ed | oop purchased by
a CLEC for a business custoner versus an unbundl ed | oop
purchased by a CLEC for a residential custoner?

A We assuned all unbundl ed | oops were business
customer |loops. Wth UNE-P we actually have listing
i nformati on, and so we were able to segnent residentia
UNE- P | oops out based on listings. But for unbundled

| oop, we did not. And that's consistent, ny
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understanding is that's consistent with the evidence and
the way it was presented in our 271 docket as well

Q Is it correct that Exhibit 12 contains the
prices currently in effect for all unbundl ed network
el ements offered by Quest?

A. Yes, probably subject to sone update for sone
advi ces that have been filed. | have noticed that it
needs to be updated, this particular version, so.

Q July 11th, you think there's one nore current
than July 117

A No, but you wanted to know if those are al
current rates, and |'m suggesting that they're not,
because you will find that some of the rates that are
listed in ny direct testinony are different than the
rates that are in here but are consistent with what's in
the tariff. And that's why | say that in Washington the
tariff really is the governing docunent. The SGAT wil |
be updated for those advices, and it just has not been
updat ed yet.

Q If a CLEC wanted to provi de business | oca
exchange services over a DS1 |oop, the prices they would
pay are those that are set forth in 9.2.3.3; is that
correct, the recurring prices?

A Yes.

Q If for sone reason the CLEC were not able to
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get an unbundl ed DS1 capable | oop and instead had to
purchase the sane functionality out of the Qwest specia
access or private line tariff, would those prices on a
month to nonth basis be prices that are set forth in
Exhi bit 13?

A. Those are our private line rates for DSl
service, yes.

Q And the category channel term nation on the
first page of Exhibit 13, that's in effect the | oop
price; is that correct?

A That's correct, that's anal ogous to a | oop.

Q Okay. And on the next page, the transport
m | eage, that's the price that they would pay for
transport, interoffice transport?

A That's correct.

Q And central office nultiplexing on the third
page; is that correct?

A Yes.

Q Simlarly, if a CLEC wanted to provide
busi ness | ocal exchange services over a DS3 capabl e
| oop, the prices for an unbundl ed DS3 capabl e | oop woul d
be those set forth in 9.2.3.4 of Exhibit 12; is that
correct?

A That is correct.

Q And the prices out of the special access
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private line tariff would be those set forth in Exhibit
14; is that correct?
A Yes.

MR. BUTLER: | nove the adm ssion of Exhibits
13 and 14 at this tine.

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

MS. ANDERL: No.

MR. BUTLER: That's all the questions |I have,
t hank you.

JUDGE MACE: And | believe that that's the
list of parties to cross exam ne, we'll turn to the

comm ssi oners.

EXAMI NATI ON

BY CHAI RWOVAN SHOWALTER

Q Yes, | would like to go back to the
di scussion of why and to what effect there is the
exclusion of digital services. And in your testinony,
you say that with respect to wireless and Vol P, those
are additional potentially conpeting services that you
are not counting, and therefore to that degree your
evi dence is conservative in the sense that really your
mar ket share mght | ook worse if we did include wreless

and Vol P, correct?
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A Yes.

Q Al right. Nowwth respect to digital, |'m
confused about the parallel point you made, if you did
make it. Are you able to say whether if digita
servi ces were included, including both the Qunest
services and CLEC, that that woul d decrease your narket
share, or are you not able to say?

A I"'mnot able to say with any certainty, and
maybe | can explain a little bit more why. And | don't
believe that these nunbers are confidential, they're our
whol esal e aggregate nunbers, but we show that we have
roughly 3,300 DS1 circuits that -- DS1 | oops that CLECs
purchase fromus. W excluded those from our study
because we felt it was the conservative thing to do
assum ng that CLECs woul d be provisioning nostly digita
servi ces over those DSl | oops.

Those have a carrying capacity of really

81, 000 voice grade circuits if you nmultiply through by
24. W, on the Qmnest retail side of the | edger, we have
been eval uati ng sone services that we have that are on
that DSO | evel, and we have been trying to determ ne

you know, what equival ency we have to a DS1 basis. And
what we found so far is if the conversion works straight
away, that is you back divide by 24 and you conpare the

two, that it would actually enhance our current filing.
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Q In other words, your nmarket share woul d | ook
wor se?
A Woul d | ook worse, exactly. But we haven't

been able to confirmour own counts yet to make sure of
that. In fact, we think it's a ot nore conplex than
just back dividing by 24. W believe that a nunber of
these services are probably provided on a DS1 basis, and
some of themaren't. And we just want to rmake sure that
so that we have -- so we have an apples and apples
conpari son before we nmake that filing. But so far it

| ooks promising. | nmean we're not trying to hide

anything. W didn't have the data, we wanted to go

ahead with this filing, and, you know, we think -- we
still believe this filing stands on its own, so.
Q Okay. Then ny next question is about

magni tude of the digital services.

A. Yes.

Q Are you able to give ne any sense of the
magni tude of the digital services either on Quest's side
or the CLEC side in conparison to the lines or custoners
for which or services for which you are seeking
conpetitive classification? |In other words, if your
hunch is wong, could that affect the calculus, or is it
not -- does it -- is it not of a |large enough magnitude

to make a difference?
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A. I don't know that | can -- I'mtrying to
deternmine a way that | can -- | think some of this is
confidential data, because it's Qmest |ine count data,
and I'mtrying to think of a way to give you a sense of
t he magni t ude.

Q Well, if you just want to point to an exhibit
that's informative, that would be all right too.

A. I don't think there is one. | don't think
there is one in the record that presents both sides to
all ow you the conparison that you would I|ike.

Q And so you don't really have a sense of

magni tude even on your own side; is that correct?

A I have a sense of mmgnitude on the CLEC side.
Maybe -- | nmean that's whol esal e aggregate data, so, you
know, | think that we can probably provide that
information. And on the CLEC side, if |I -- if | convert

all of the CLEC circuits just for conparison purposes,

if I convert themall to a DSl basis, so you can either

| ook at themall on a voice grade equivalent, nmultiply
the nunber |I'mgoing to give you by 24, or look at it on

a DS1 basis, we're talking 3,557 circuits, and it's --

Q Now that's the DS1?
A DS1.

Q Ri ght .

A

And the reason why it's probably better to



0296

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| ook at themon a DS1 is that we know that at |east
3,300 of those are already DSl1s. So froma CLEC basis,
that gives you a perspective, and you can either | ook at
it on a DS1 basis or how many circuits they could
derive, you know, fromthe DSls.

Q And | didn't foll ow you when you said 33 are
al ready DS1, what do you nean already?

A The way that our data is broken down is we
break it down by product, and sone of the products we
list out on what's called a DSO basis. And renmenber
that there are 24 DSOs in a DS1. And so to give you a
common base to compare, | sort of back divided all of
our DSO's by 24, which is probably not correct, because
they're not actually serving customers that way. But we
do know that we are serving, that of the 3,500 loops I'm
telling you about or the 3,500 DS1 equivalents is
probably the best way to state that, 3,300 of them are
DS1 | oops, and they are provisioned as a DS1 | oop

Q Al right. And those are digital services
we' re tal king about?

A Digital services capable of carrying 24 voice
grade channel s.

Q Al right. Can you put that 3,300 or 3,500
in sone kind of context as sort of the magnitude of that

conpared to say --
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A You bet.

Q -- the rest of the lines that we're talking
about ?

A Absolutely. And I will give you two data
points. If you were to add all of Qwmest whol esal e

services up, the resale is about 7,000, the UNE-P piece
you can think of as about 45,000, and the unbundl ed | oop
i s about 50,000. That totals about 104,000 individua

| oops. Staff's data, if you take a |ook at Staff's
data, Staff adds in what's called owned | oops, and
believe they al so have sone special access data and sone
ot her ways that CLECs are conpeting. Staff takes that
104 whol esal e nunmber up to 231, 000.

Q Ckay.

A. And the other -- so the other data point to
conpare to those whol esal e nunbers is this 3,500 nunber
for these digital services, and if you wanted to convert
that to a stand alone [ine basis, it would be about
84, 000.

Q Al right. Now then on the Qunest side, |
understand you can't be very precise, but is there a
maxi mum numrber of lines that we -- that you night be
tal ki ng about ?

A Sur e.

Q Again for a sense of magnitude.



0298

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A. Right. Qurs would not be -- it would not be
over 175.

Q DS1s?

A No.

Q Oh.

A. I ndi vi dual | oops, 175, 000.

Q Oh.

A Okay?

Q All right.

A. So you can conpare the 84 nunber with the 175

for a sense of mamgnitude, and | have told you a | ot

ri ght there.
Q Al'l right.
A It's real --
Q Al right.
A -- ball park.
Q Well, that -- thank you. Now | have a

qualitative question. Maybe it's nore than that. But
in terms of whether it nakes sense to | ook at just
anal og services, obviously you can define anal og versus
digital, that's a division, it's a factual difference.
A Ri ght .
Q You tal ked about customer preni ses equi pnment,
but I'mtrying to get a sense of beyond the fact that

you might not have adequate data to rope in everything,
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why does it nmke sense to think of anal og services as a
reasonabl e market for conpetitive classification
pur poses, a reasonable definition of a market?

A And | think | explained this earlier, and
maybe this doesn't -- if this doesn't get to your
qguestion, let nme know.

I think in response to a question | responded
that custoners in evaluating their tel ecom needs
eval uate their needs, and they evaluate the cost. And
the equi pnment that they have, you know, is typically
based on cost, whether it's new fancy digital equipnment
or whether it's kind of the ol der anal og equi prment. And
we still serve, you know, a great nunber of custoners
via the anal og services, and they have anal og equi pnent
in place. So | do think that there is roomfor sort of
defining those two narkets.

| believe digital is probably the wave of the
future and that at sonme point you probably won't, just
like we have very little analog service in our network
today, you will probably have very little anal og CPE out
t here.

But today there's probably a majority of
anal og services and anal og equi pnent that is in the
mar ket, and, you know, it's transitioning to digital

I"'mnot going to sit here and tell you that they aren't
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-- that they don't provide very simlar functionality,
because they do. | nean obviously to get custoners to
convert to digital services, they had to be user
friendly and had to be very convertible.

Q Ckay. So is it largely the fact that a | ot
of custoners already have anal og equi pnent and therefore
woul d have to make a decision to buy new equi pnent, or
it's also cheaper if you were going to decide and knew
what to buy, or both of those?

A | think it's alittle bit of both.

Q | believe this is somewhere in the testinony,
but I do have a question about the price floor. Sone of
the parties expressed concern about you reducing your
prices, and | can't renenber if you have stated that,
tell me, do you believe you are limted in how far you
can go down in price by either TELRIC prices or the cost
proceedi ngs that we have had? |In other words, is there
some lower linmt out there?

A. Yes, and | do think that there's an interplay
between the type of costing that we do and, for exanple,
the generic cost docket for the whol esal e services. The
FCC established a TELRIC standard for that, and this
Commi ssi on applies that standard, and the prices we have
today are as a result of that standard

For our retail services, typically the
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standard that's applied is TSLRIC, which is -- which was
actually the original nethodol ogy that TELRI C norphed
fromso to speak, and TELRI C stands for total el enent
long run incremental cost, TSLRIC stands for tota
service. And to the extent that the conpany would file
cost support, which this Commission still has authority
over with regard to even price listed services, that we
can't go below a certain cost, and this Commi ssion has
the authority to define what that cost is and has
typically held that it's TSLRIC, many of the sane inputs
that we provide to the TELRIC studi es would apply, and
additionally we woul d have our marketing and billing
costs associated with the retail services.

So it -- |1 think it goes w thout saying that
a TSLRIC result based on the same subparts of a TELRIC
type study is going to come out nore costly, because we
have costs associated with being a retail provider to
our custoners. And there are some economes to
provi di ng services on a whol esal e basis that TELRIC
takes into account. And so to the extent that this --
and ny testinmony is to the extent that this Comm ssion
governs both of those price floors and has the statutory
authority to ensure that Qwest is not pricing bel ow
cost, | think that there's not reason to worry that we

will go below a certain |evel
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1 Now one concern that | did lay out earlier

2 and that | lay out in ny Exhibit 6C is that we have

3 deaveraged the whol esal e rates, which sort of creates a
4 conplication to the extent that we have average retai

5 rates bangi ng up agai nst, you know, the zone 5 fl oor

6 If we price below that quite possibly on an average

7 basis, then maybe in those zone 5 areas we're actually
8 pricing bel ow the cost of that zone 5 area without the
9 ability to deaverage retail rates. So there's alittle
10 bit of --

11 Q Wait a mnute, what do you nean without the
12 ability to deaverage retail rates?

13 A Wwell, if I --

14 Q Isn't that within your control, at least to
15 bring it to us?

16 A | think it is, and I, you know, we have not
17 because | think it would end up suspended and in a

18 hearing very simlar to this, and I think that this is
19 probably as good or better a forumto gain that
20 flexibility. Once the Comm ssion determ nes that
21 conpetition is going to be the tension behind that,
22 think that that's inmportant, and so.
23 Q Ckay. But then to take a business service in
24 zone 5, so let's assunme we have sone underlying costs

25 that are relatively high for you, nowis that a fl oor
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for you in zone 5?

A I would say so, yes.

Q Do you agree though that whatever floor you
may have is not the same as what a given CLEC may find
to be an affordable whol esale price in terns of their
own busi ness plan and revenues that they need?

A To the extent that a CLEC purchases from us
exclusively, | have laid out in nmy Exhibit 6C sone of
the costs that they would face, both on a UNE-P basis
and you can even see the individual categories if they
were only purchasing unbundled oop. And | think that a
CLEC s costs can vary overall, their average costs per
| oop can vary depending on the nmi x of whol esal e services
that they purchase fromus and al so services that they
provi de thenselves via their own facilities. So your
question is very hard for ne to answer.

I don't think Qwvest knows when it's banging
agai nst, you know, a CLEC cost floor. Al we knowis
nore or | ess when we're bangi ng agai nst what we sell our
whol esal e services for. And so, you know, that's the
certainty we have, and that's the certainty this
Commi ssi on has too, because they fully regul ate the
whol esal e si de of our business, and they regulate, or to
the extent we're granted this petition, they would

certainly regulate the price floor for our conpetitively
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1 classified services. And | think that goes across the
2 state. To the extent the Comm ssion had a concern about
3 our ability to price given the fact that our whol esale
4 rates had been deaveraged, | think you would need to

5 take into account those whol esale rates in the various
6 geogr aphi c areas.

7 So | nean | think those are the types of

8 things that the Commi ssion will need to | ook at when we
9 bring price changes to you after, you know, we are

10 conpetitively classified. | think that those -- those
11 are -- | think it's clearly called for in the statute.
12 My readi ng of the statute says the Commi ssion needs to,
13 you know, take into account the costs and prices for

14 these services and also take a | ook at the

15 nonconpetitive services to ensure agai nst cross

16 subsidization. So | think it's all covered in the

17 statute, but, you know, it's going to take sone noodling
18 around when we get to that point.

19 CHAl RMOVAN SHOWALTER:  Thank you, | have no

20 further questions.

21 THE W TNESS: You' re wel cone.
22
23 EXAMI NATI ON

24 BY COWM SSI ONER OSHI E:

25 Q M. Reynolds, | would like to just clarify
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what | thought your testinony was just on a coupl e of

i ssues. It's ny understandi ng based on your earlier
testinmony, | can't renmenber who was crossing you at the
time, but that you believe or Qnest believes that resale
alone, if that were the only whol esal e product offered
to conpetitors, would be a sufficient basis for the
Commi ssion to grant Qmest's petition. Did |

m sunder st and t hat?

A I think that was a question to nme, and it was
based on ny own personal opinion. And | can't speak for
all of Qwmest, there m ght be sone people in Quest that
don't agree with that.

I think this Conmi ssion found in 883 that
they didn't believe that resal e was necessarily price
constraining, and | don't know that | necessarily
di sagree with that, but | do think that when we |ose a
customer to resale, we |ose the customer relationship
And in sort of this new environnment of packages,
packaged services, if we | ose that custoner
relationship, that's very inportant. There's a |ot of
addi ti onal revenues associated with that custoner
rel ati onship as you probably could see when M. ffitch
was wal ki ng ne through the scripts associated with our
Cust om Choice prograns. There are packages today that

couple wireless, long distance, and all of those things
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are inportant | think on a going forward basis.

And so fromthat basis, that's ny own
personal opinion, that you shouldn't sell resale short.
It's a very inportant way that CLECs can get in the
mar ket quick, and it can have -- it can have very, very
severe effects on the conpany that's | osing that
rel ati onship just because of all the ancillary type
services that are now going along with the resold
service in the package.

Q And t hese severe effects would equate to
effective conpetition?

A Yes. | nean | think in one respect it would.
I think that it forces our conpany to be nore
conpetitive, to provide better services to retain these

custoners, to be nore innovative in our packagi ng and --

Q Constrain prices?

A. No.

Q Do you have an explanation for why the --

A. I'"'msorry, was that a rhetorical question, or
was that --

Q No, | think it was a question, whether the
effect of resale would be for Qwest to -- it would

constrain Qwest pricing in the market?
A Well, | don't think it has the same effect to

constrain prices obviously that CLEC owned | oops
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starting at one end of the spectrum noving to unbundl ed

| oops and then noving to UNE-P. Because each one of
those alternatives are priced and costed separately from
the underlying retail rate. And so | think the point is
a valid one that the Comm ssion nmade in 883, that to the
extent Qwmest raises or lowers its rate, the discount
rate just goes up and down with it.

The only -- one thing I would add though in
the context of this petition is that resale is actually
a very small piece of our evidence in this, and the
reason why is that nuch resale has migrated over to
unbundl ed network el enent platformor UNE-P, because it
provi des them the same functionality, and it provides
themthat functionality at a nmuch | ower rate, so.

Q Now is that it has a nuch lower rate, is it
also a result of some maturity in your conpetitive
market? |In other words, there are fewer new entrants
and so they don't need resale to conpete with you
because they aren't there to conpete?

A You know, it might be alittle bit of that,
but if you |ook at the nunmbers in ny exhibits, you wll
see like from 2001 to 2002 you will see a dramatic
decrease in resale, it's like 41% and you will see a
significant increase in UNE-P. And UNE-P is really kind

of new as of the beginning of 2001, naybe | ate 2000, and
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so there's a lot of transition. And when | say it's
significant, you know, it's -- | think it's on the
record here that our whol esal e di scount or our resale
discount is 14.74% | think UNE-P woul d be
significantly below that, nmaybe even, you know, 50% of a
discount. And plus it's not keyed off of the retai

rate. The Conmi ssion establishes the rate when it
establishes the rates for unbundl ed network el ements, so
it has nore of a price constraining effect. Those are
not linked. If we raise our retail rate, the UNE rate
you still control, it still stays the sane, and so it
does have nmuch nore of a price constraining effect.

Q And so do you think that the use of resale by
a conpetitor or by the marketplace if you will of your
conpetitors is really indicative of a nascent narket by
the entry into the market by that conpetitor?

A I think to a large degree it is, yes, and
think --

Q As the market matures, then it would be only
nat ural because of the greater efficiency and econom cs
if you will for the conpetitors to move to UNE-P or
UNE-L or their own facilities?

A. Well, you know, | would nmaintain now that |
think they bypass resale and go straight to UNE-P. They

don't need to resell our services any nore. UNE-P is a
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conplete full substitute for resale. So I think you
will see resale fall by the wayside and have UNE-P be
really the entry strategy in the future. But your point
still goes, it is an entry strategy because you don't
need the large investnment to get in, and | was asked
earlier about how a CLEC m ght enter Elk, well, | think
they woul d probably enter Elk with UNE-P or a resale --

JUDGE MACE: Enter what?

THE W TNESS: Enter the -- we have a wire
center that is in Elk, Wshington.

JUDGE MACE: Oh, |I'msorry, Elk. | heard
el f.

THE WTNESS: It's received a lot of
attention in this petition because we don't have any
evi dence of selling any of our whol esal e services there.

BY COWM SSI ONER OSHI E:

Q Just to, | want to change the subject and
nove on to what | think is the -- is a-- I'"'mgoing to
call it a general principle in your petition, which is

it's good enough that the conpetitors are capabl e of
conpeting, and it's not necessary to find that there is
conpetition, real conpetition in the marketplace, only
that they're capable of conpeting. |Is that -- did
accurately state Qnest's position in this matter?

A | think you did, but I think you need to put
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it into perspective, because it's really only at the
margin. To the extent if you bring in Staff's data, you
find that there is only one exchange where conpetitors
are not actively competing for these services, and that
is Elk. But it is our contention that we are required
to provide the whol esal e services anywhere we offer
service. All of our services can be resold. The ease
of entry is as | have indicated in ny testinony, and
they can purchase either a resold service or a UNE-P
type service, and it's very easy for themto get into

t hat market.

And ny testinony al so provi des evidence that
we don't have any -- we don't have any exchanges in
Washi ngton where CLECs aren't at |east hol ding
thensel ves out for sale. | even provided evidence from
t he Spokane directory for Elk, Washington that the
conpetitors are holding thenselves out for sale there.
|'ve got simlar books, directory listing books, the
i nformati on pages that |ist CLECs for Northport, G een
Bl uff, sone of the snmallest exchanges in Washington. So
| guess our point is that if not now, it's not because
of lack of capability.

Q Does Northport have a directory?
A | believe it shares one.

Q Wt h Spokane, right?
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1 A. No, well, you're right, | think Northport is

2 i n Spokane.

3 Q And Elk is the sanme?

4 A Yeah.

5 Q Ckay.

6 A. But | believe Easton is separate and -- we
7 have two very snmall, of the five exchanges that we

8 didn't provide evidence of CLECs purchasi ng whol esal e
9 services, we have two very small books, and, you know,
10 it'"s in my rebuttal testinony, but it provides the CLECs

11 that are listed in those very small books.

12 COW SSI ONER OSHI E: Thank you.

13 THE W TNESS: You're wel cone.

14 CHAl RWOMAN SHOWALTER: | forgot one question
15

16 EXAMI NATI ON

17 BY CHAI RWOVAN SHOWALTER:

18 Q In the four exchanges that we did

19 conpetitively classify for limted services, what has
20 happened to your nmarket share? And you can neasure it
21 how you want, either by the types of lines that were
22 conpetitively classified or business lines in general
23 A. I don't have that data right at ny

24 fingertips, but I -- if you just want a genera

25 direction, we have been | osing market share in every
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exchange.
Q I ncl udi ng the exchanges where the --
A Yes.

CHAI RMOVAN SHOWALTER:  Okay, thank you.
JUDGE MACE: | actually have a fewitens |

want to cover with you.

EXAMI NATI ON

BY JUDGE MACE

Q In terns of your CLEC market share
calculation, | believe it basically addresses the period
from well, the year 2002. Have you done any

recal cul ation of it to cover the period since the end of
2002 to roughly the present?

A. Yes. In fact, in response to Public
Counsel's data request, in fact it's an exhibit in this
proceeding, let me find which one it is. |It's Exhibit

Nunber 24, and if you take a | ook at the first page of

that exhibit, | believe in the exhibit book it's
actually page 2, |'msorry.

Q Page 2.

A The right-hand colum, if you go back to our
petition, you will find a nunber of our total services

that we're seeking conpetitive classification for of

520,635 | believe. |If you use that as the start point
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for the end of 2002, you can track it, the 517.
Q Well, I'"mnot sure you're supposed to be able
to recite those figures.
M5. ANDERL: That's okay, it was the |ong

di stance figures on the left that were confidenti al

Q Thank you.
A You can follow those down --
Q Thank you. Then have you done any ki nd of

measur ement of how many Qwest custoners have m grated
from Qnest basic business services to other Quest
services? | know there have been some di scussion of
mgration, | don't knowif there's any statistics or
figures in the record.

A Yes, | believe that there is sone, and
believe it was in response to a discovery request by
Public Counsel that asked us to do that. And | think
that that data comes froma survey that we do when
customers disconnect, and it lists a variety of reasons,
that they may be going to another provider, they nay be
upgradi ng their service to a different service, and so
you could get an idea percentagew se of our disconnects
during that period, how many of them were changing
services. And | don't -- | don't have the discovery
request right at ny fingertips here, but we wll

certainly provide that to you.
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Q If you would do that.

MR. FFI TCH:  Your Honor

JUDGE MACE: Yes.

MR FFITCH |'msorry, Your Honor, | was
just going to interject we have identified that as an
exhibit for M. Teitzel and were going to get into that
topic with himtonorrow.

JUDGE MACE: Thank you.

BY JUDGE MACE

Q And then the final question, it appears that
some CLECs provide their own |loops. Oher than that, is
there any other reasonable alternative to a CLEC to
purchasi ng Qmest | oops if they want to conpete?

A You know, | think some of the CLECs woul d
argue how reasonable it is, but early on right after the
Act and even prior to the Act, sone CLECs were
pur chasi ng special access from us under the specia
access tariff to provide loops. And | believe sone of
the CLECs still have sonme of that special access in
pl ace and are provisioning | oops via special access.

And so that is one nore form of conpetition or
conpetitive facilities that are used to conmpete with our
servi ces.

JUDGE MACE: Thank you.

THE W TNESS: You' re wel cone.
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1 JUDGE MACE: (Qwest.
2
3 REDI RECT EXAMI NATI ON

4 BY MS. ANDERL:

5 Q M. Reynol ds, you were asked sone questions
6 by Ms. Friesen with regard to whether a CLEC needs to

7 obtain collocation as a prerequisite to ordering UNE-P
8 Do you renenber that?

9 A Yes, | do.

10 Q Have you been able to check since the tine
11 those questions were asked to you and confirm whether a
12 CLEC is required to buy UNE-P or required to purchase

13 collocation from Qrest before it buys UNE-P?

14 A Yes.

15 Q And what is the answer to that?

16 A The answer is no.

17 Q So with regard to all of the costs that

18 Ms. Friesen listed that a CLEC m ght incur associated
19 with collocation, if a CLEC were to select a UNE-P entry

20 strategy, the CLEC would not need to incur those costs;

21 is that correct?

22 A Yes.

23 MS. ANDERL: | don't think I have anything
24 el se, Your Honor. Let nme just -- there were a |ot of

25 things that were covered over the past eight hours, and
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1 I want to kind of double check ny notes.

2 No, that's it, Your Honor, thank you.

3 JUDGE MACE: Ms. Singer Nelson

4 MS. SI NGER NELSON:  Yes, Your Honor, | just

5 have a couple of follow up

7 RECROSS- EXAMI NATI ON

8 BY MS. SI NGER NELSON

9 Q M . Reynol ds, do you recall your discussion
10 wi t h Chai rwoman Showal ter about if Qwest had i ncl uded
11 the digital circuits for both Qwest and CLECs in the

12 anal ysi s?

13 A Yes.

14 Q And then you nentioned some nunbers?

15 A Yes.

16 Q One of themwas 3,300 DS1 circuits?

17 A Yes.

18 Q And as | understood it, that was referring to

19 t he nunber of purchases by CLECs of DS1 circuits?

20 A Yes.
21 Q Where did you get that information?
22 A The sane place we got the information on al

23 the other loop information, from our whol esal e services
24 group.

25 Q Is that in the record anywhere?
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1 A. No. Well, there's been a |ot of discovery,

2 so | don't believe it is, but it mght have conme across

3 in sone discovery.

4 Q But you're not sure?

5 A | am not sure.

6 Q Coul d you verify that?

7 A Whether it's in the record or not?

8 Q Whet her it's in the record

9 CHAl RAMOVAN SHOWALTER: Wl I, it's in the

10 record now

11 JUDGE MACE: It's in the record now

12 BY MS. SI NGER NELSON

13 Q When you tal ked about the 81,000 voice grade
14 circuits then that are equivalent to those 3,300 DS1

15 circuits, you went on to talk about a conparative nunber
16 of Qmest voice rate circuits, and did you -- is that

17 nunber the 175,000 nunber that you mentioned?

18 A I think the Chairwoman asked ne for some

19 boundi ng nunber, and so that | didn't give away the

20 exact nunber, and | went high, which is conservative.
21 Qur nunber is actually |ower than that, but.

22 Q So the --

23 A So that isn't -- that is not a real nunber.
24 That is a boundi ng nunber that | provided to the

25 Chai rwoman because she wanted sone sense of the
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magni tude, and | thought that that was a fair estimate.

Q And that was of Qwest voice grade circuit
equi val ent s?

A Voi ce grade, yeah, equivalents. If you were
to put them on, you know, you could either convert them
all to DS1 or |eave themall voice grade, and | think
expl ai ned our problemright now is determ ning where we
are on each of those planes, and that's what we're
trying to work out.

Q Well, so would you then in bringing that to
DS1 circuits, would the calculation be 7,200 Qwest DS1

circuits assunming 175,000 voice grade circuits?

A If that's just back dividing by --
Q 24.
A. -- 24, yes. So -- and you could conpare that

to the 3,500 nunber that | gave the Chairwoman if you
wanted to conpare them on that basis.

Q And | know that you mentioned a 3,500 nunber
and you al so nentioned a 3,300 nunber, what's the
di fference?

A Well, | wanted to give the Chai rwoman sone
certainty that on the CLEC side of the equati on we know
that we have 3,300 DS1s. Those aren't busted down into
voi ce grade equival ents, that's what we have -- | nean

that's what, you know, are on our books, that's what we
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have sold. There are sonme other DSO circuits that |
aggregated to get to the 3,500, but I wanted to give her
a sense that there actually are, you know, 3,300 DSls.
On the Qnest side of the equation, | don't

have that sanme sense of certainty, because we're still
trying to determne fromsone |arge DSO counts how many
DSOs are provided on individual DS1s so that we can
essentially conpare apples to apples. Because we don't
have that today, and that's the process we're in to try
to determ ne what our filing would | ook Iike.

Q But you do know how many DS1 circuits that

Quest sells on a retail basis in Washington, don't you?

A Yes, we woul d know that.

Q And what is that figure?

A. | don't have that figure. WeIlIl, maybe | do.
Well, | don't think | would give it to you now, but

maybe subject to whatever.

CHAIl RMOVAN SHOWALTER: Do you want it
confidentially submtted? W could do that.

MS. SINGER NELSON: If it is confidential,
yeah, 1'm happy to have it confidentially submtted.

JUDGE MACE: It could be a record requisition
for a confidential piece of information.

MS. SINGER NELSON: | woul d ask that.

JUDGE MACE: It will be nunber --
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MS. ANDERL: 6.

JUDGE MACE: -- 6, correct.

MS. ANDERL: The nunber of retail DS1
circuits that Qmest currently has in service in
Washi ngt on?

M5. SI NGER NELSON:  Yes.

THE W TNESS: Just so we keep everything on
the sane --

MS. SI NGER NELSON: Ti net abl e?

THE WTNESS: -- time frane, as of the end of
12-31-02, is that --

MS. SINGER NELSON: Yes, if your 3,300 nunber
is based on that.

THE WTNESS: It is, yeah, that's al
Decenber 31st, 2002, data.

MS. SINGER NELSON: That's all | have.

JUDGE MACE: Thank you.

Ms. Friesen.

RECROSS- EXAMI NATI ON
BY MS. FRI ESEN
Q Just a quick clarification on your | earning
on the stand. To the extent that a CLEC wants to serve
all custoners via UNE-P, am | to understand that we do

not need to purchase any form of collocation; is that
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true?

A My understanding is that if you do not w sh
to access those | oops for any other purpose, for exanple
you don't want to engage in line splitting or do
anything else with the | oop, you would not require a
collocation. |If you wanted to offer any type of service
such as being able to split the line with another CLEC,
have them provi de DSL service, you would require
col I ocati on.

Q Okay. And fromwhomdid you learn this
i nformati on?

A | tal ked with our cost guru, a wonan naned
Terry MI1lion who actually does the costs for
col | ocati on.

Q Okay. Now to the extent that | want to
conmbi ne any of the UNE-P that | purchase with anything
el se or any portions of ny network, do | require
col | ocati on?

A. I would i magi ne that depends on how you do
that. Like I just offered up, if you need to access
that | oop or you want to conbine services wi th another
CLEC located in that office, you would probably need
collocation. But as far as just stand al one UNE-P, you
woul d not .

Q | al so asked you in conjunction with that
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question on use of UNE-P whether or not |I would have to
purchase interconnection, did you confirmwth the
costing individual that sone form of interconnection was
required as well?

A. I think I answered at the tinme that if you as
a CLEC had nultiple forns of facilities that you were
basi ng your retail offering on, for exanple unbundl ed
| oops, owned | oops, and UNE-P, you would require
i nterconnection to get to your -- the | oops behind your
switch. You would not though, | don't believe, have to
have interconnection if all you were doing was selling
UNE- P.

Q And did you confirmthat with the individua
costing person that you confirmed the collocation
response with?

A | don't know that | discussed that with them

M5. FRIESEN: Okay, thank you, | have nothing
further.

THE W TNESS: You're wel cone.

JUDGE MACE: M. Levin.

MR. LEVIN. Thank you, yes.

RECROSS- EXAMI NATI ON
BY MR. LEVIN

Q A few questions were raised by the questions
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asked you by the Chai rwoman and Conm ssioner. When a
CLEC buys a DS1 UNE from Qwest, there are no channels in
the DS1; isn't that right?

A That's correct. | believe, well, | believe
that they can probably order -- they can order MJXing if
they want, so.

JUDGE MACE: They can order what?
THE W TNESS: They can order equi prment that
woul d del i neate channels from Quvest as part of the UNEs.

BY MR. LEVIN

Q But that would be an additional UNE?
A Yes, it woul d.
Q But if they ordered the UNE DS1, it's not

channel i zed?

A | believe that's correct.

Q And if the CLEC does its own channelizing of
the DS1, that's done by its own switch translations;
isn"t that right?

A. I think on the one end, yes. On the custoner
end, it's probably done by equi pnrent that would
channelize it

Q So they would, in order to channelize it,
they would install like an integrated access device at
the custonmer prenises, and that would work with the CLEC

switch to configure the channel s?
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A Yes.

Q And that integrated access device at the
custoner prem ses could be used to create one channel of
1. 544 megabytes, or it could be used to create 24 64k
channel s or any nunber in between?

A That's correct.

Q And a CLEC could choose to sell to a custoner
say 8 64k channels and use the rest of the T1 capability
to provide high speed Internet?

A That's correct.

Q And you're aware that there are many CLECs on
the market that are doing exactly that, are you not?

A No, | don't know what the CLECs are doing,
so.

Q Woul dn't surprise you to learn that?

It wouldn't surprise ne. They're serving
their customer's need, and if they have custoners that
have that need, they have that flexibility to provide
t hat service

Q In fact, Qmest has a simlar product called a
fractional T1; isn't that right?

A That's right.

Q And with a fractional T1, you take a full DS1
and you use the full DS1 to serve the custoner, but you

don't use all the channel capacity of the DS1; is that
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right?
A That's correct.
Q So when you multiply 3,300 tinmes 24 channel s,

that's assum ng a business plan for the CLECs that you
really don't know about ?

A. I wasn't really thinking that, all | was
trying to do is put it on a channel basis.

Q But that assunes the nost negative for the
CLECs or the npost positive for Qaest in terns of
enphasi zi ng CLEC mar ket share, doesn't it?

A All | was trying to do is put the channels,
and it's often done in the industry, on a voice grade
equi val ent basis so that | could conpare themto the
Qnest channels. | also provided the other side of the
equation. If you would |ike the 3,300 or 3,500 conpared
to our whatever the nunber is for Qwest, we have that
dat a.

I think the fact of the matter is, and
hopefully have represented this fairly to everyone, we
don't know the answer. | think if we come forward with
the conpetitive classification for digital services, we
certainly wouldn't list the 3,300 DS1ls as 81, 000 voice
grade equi val ents because -- for the very reason that
you just cited. W would list themas DSl capabl e

| oops, and we woul d show what we have on our side of the
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equation hopefully in the sanme type of breakdown. And
so |, you know, your point is well taken, but that's not
what | was trying to do.

Q So if it should turn out that the CLECs as a
group have a nmuch greater proportion of fractional Tls
in their mx of what they use DSl1ls for than Qwest, it

m ght be very different on how it affected market

shares?
A Potentially.
Q Now you mentioned that you thought that the

dividing line as | understand it between anal og and
digital custonmers noving or not nmoving fromanalog to
digital services had sonmething to do with the kind of
equi pment cost they m ght have; is that right?

A. I think that that could be a determning
factor, yes.

Q But Qwest does have digital Centrex products,
doesn't it?

A Yes, it does.

Q And a classic Centrex configuration doesn't
involve a | arge custoner prem ses equi pment expense on
the part of the custoner, does it?

A | don't know that. | know that the
el ectronic sets that operate on a digital basis can get

to be expensive, but | don't know about any of the other



0327

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

costs.

Q But they don't have to buy a PBX because
Qwest provides the switching services, which is what
Centrex is.

A That's correct, but we have to recover our
switching cost too, so it's passed al ong.

Q So the custonmer may pay a higher per unit
cost for the Centrex?

A That's correct.

Q But the threshold cost of purchasing the PBX
is not there for the custoner?

A That the trade off.

Q Now in the your testinony, M. Teitzel's
testi nony, you tal k about how easy it is for custoners
to nove to voice over IP, but they need new phones for
that, don't they?

A I think you would be better off asking
M. Teitzel about that.

Q Now we tal ked earlier about | SDN BRS basic

rate service, how it provides two voice |ines.

A Yes.

Q Can be configured to provide two voice |ines.
A Yes.

Q And all it takes for that is an | SDN phone;

isn't that correct?



0328

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A. Well, | don't, you know, | nean you're
mnimzing it. | nmean an | SDN phone is an | SDN phone.

Q $200?

A Yeah, but that's significant on a per line
basi s.

Q But in the custoner's cal cul ati on of whet her

to convert, the custonmer would | ook at say |'ve got two
busi ness |ines now and they cost nme so many doll ars per
month, and if | go and buy this I SDN product, | get two
busi ness |ines for whatever price that is, and so if |
anortize the price of equipnent if there's enough of a
di fference, maybe just a matter of a nonth or a year or
two years before | pay for that phone and start saving
some noney?

A. I"msure that they will make economc
choi ces. Mbst businesses do or they won't be in
busi ness | ong.

Q A typical configuration nmght be a small
busi ness that has a cash register that needs to do the
credit card transactions and uses the D channel to check
the credit card, checking transactions, and gives you
two voi ce channels, right?

A. That is one application, yes.

MR, LEVIN. Thank you, those are all ny

guesti ons.
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1 JUDGE MACE: M. ffitch

2 (Di scussion off the record.)

3 JUDGE MACE: M. ffitch.

4 MR. FFITCH: May | proceed?

5 JUDGE MACE: Pl ease.

6 MR. FFI TCH: Thank you.

7

8 RECROSS- EXAMI NATI ON

9 BY MR. FFI TCH
10 Q I think I just have one question. Back on
11 this topic of the 3,300 tinmes 24, which yields | think

12 you said is it approximtely 80,000 or 81,000; is that

13 right?

14 A. | get a different number every tine, 79.2,
15 SO.

16 Q 79, 0007

17 A. 79, 200.

18 Q Al right.

19 A For the 33.

20 Q And that's, you know, as has been discussed,

21 that's sort of a maxinmum assum ng 24 voice grade

22 channel s per DS1, and that's an estimate of the digita
23 activity, the digital capacity of the CLECs in the

24 busi ness market, correct, your estinmate based on the

25 3,300 DS1s?
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A. Yeah, that's just based on the whol esal e
services they purchase fromus. |'msure they have a
| ot nmore capacity on their own | oops, so.

Q And in addition to that, sort of to determ ne
a total voice grade equivalent for CLECs, you would add
the Iines that have been identified el sewhere in this
docket, and | think the -- I'"'mnot sure if this is a
confidential nunmber now, it nmay be, but there is a
nunber that's been identified by the Conm ssion Staff,
and then you have identified another nunber as to the
whol esal e activities of the CLECs. That's a total |ine
nunber, | think you used a nunmber of 104; is that
correct, which you haven't designated as confidential?

A. That's correct. In Qunest's petition we filed
evi dence of 104, 000 | oops that are resold UNE-P and
unbundl ed I oop, and | think to the -- when the
Chai rwonman asked the question about just put that into a
frame of reference with some of the other nunbers in
this proceeding, | conpared that to Staff's nunber,
which | believe in M. Wlson's testinony is at 231, 000
and added to our 104 are CLEC owned, probably sone
speci al access, and sone corrections on our own
i nventories.

Q So then you woul d add, for the total universe

of CLEC activity, you would add the 80,000, or excuse
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me, 79,200 to those figures to come up with a total
voi ce grade equival ency for CLEC activity in the
busi ness mar ket ?
A You know, | think that would be a ball park.
You know, | -- the 79,200 remenber was just the DSls. |
have a handful of other digital services, other digital
whol esal e services the CLECs purchase fromus, and, you
know, that was the difference between the 3,300 DS1ls and
the 3,500 total, so there's an additional 200 DSl1s there
that you could add into your equival ency count if you
wanted to.
Q Al right.
MR. FFI TCH. Thank you.
I don't have anything el se, Your Honor.
JUDGE MACE: M. Melnikoff.
MR, MELNI KOFF: | don't have anything, Your
Honor .

JUDGE MACE: And M. Butler.

RECROSS- EXAMI NATI ON
BY MR, BUTLER:
Q M. Reynolds, back on this issue of the DS1
circuits, the 3,300 or if you include the aggregated
DSOs or 3,500, you are not representing, are you, that

you know that all of those circuits or any particular
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percentage of them are used to provide | ocal exchange
service to business custoners, are you?

A No, I'm not.

Q Okay. Do they all represent circuits that go
froman end user custonmer |ocation to a Qumest centra
of fice?

A Yes, they do. They are all -- they are al
DS1 capabl e | oops, so they are purchased under the UNE
I nean they are not purchased out of the private line
transport tariff, they are purchased as UNEs.

Q Wth respect to the 175,000 figure that you
mentioned for Qwest, | assunme that's again the DS1
circuit equivalent, is that --

A Those are -- no, in fact those don't include
-- | don't believe those include DS1. Those are al
digital switched services, so those are swi tched
servi ces.

Q If you were to conme up with an equival ent
figure for the 3,300 for Qwest services, what's the bal
park figure there?

A | don't know that.

CHAl RMOMAN SHOWALTER: Isn't that Requisition
Nunmber 67?
A Yeah, | think that's under a requisition

number .
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Q In the record requisition, would you be

i ncluding the capacity provided over DS3 circuits or OCN

level circuits as well, or are you only going to be
providing --

A. I think we would only provide what's
request ed.

JUDGE MACE: That's really all that's been --
the cross-examination has dealt only with that.
Q But isn't it the case that a DS3 can be used

to provision DS1 and again DSO circuits as well?

A That's correct.

Q As well as an OCN | evel |oop, right?

A That's correct.

Q Ckay.

A. But | would, you know, if we're going down
this path, | would think at some point | nean we al so

have special access that carriers purchase to provision
bandwi dth directly to customers that's outside sort of
the scope of UNEs. And so as long as we get into
Qnest's retail DS1, DS3, and OCN, we should probably add
that as an el enent too, because that's another measure,
bandwi dth, that goes to these custoners that Qwmest may
sell on a whol esal e basis that either interexchange
carriers, CLECs, or conbinations thereof sell to their

custoners that are in addition to the DSl | oops that |



0334

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

have been tal ki ng about here today.

Q And agai n, you woul dn't know what percentage,
if any, of those were actually being used to provide
| ocal exchange service?

A That's correct, | don't know that.

Q So would you agree with the point that this
is a highly speculative venture and not likely to yield
any meani ngful information?

Oh, cone on.

A. | don't think I"'mgoing to junp right on that
one. | was trying tolimt this to digital swtched
services in a conparison to the whol esal e services that
CLECs woul d purchase to provide simlar types of
service. | think you bring up a good point, that we
have other digital services |like DS1 and DS3 private
line that we sell to our custoners, but we also sel
that to third party providers. So | don't know at what
poi nt you stop trying to conmpare capacity to these
customers on a whol esale and retail basis. It makes it
kind of difficult, but, you know, we can certainly -- |
mean | don't think it's meaningl ess, because | do think
-- | do think ultimtely it represents, you know,
signi ficant market share for our conpetitors in this
state regardl ess of how they use it.

Q Let me just ask you a question or two about
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custonmer perceptions of alternatives in the nmarket. The
Chai rwonan asked you about custoners who have al ready
made investnents in CPE. Wuld you agree that a
custoner that has already invested in a PBX as a | arge
private network, got all the CPE necessary to go al ong
with that, is going to view alternative products in the
mar ket much differently than a custoner who has yet to
make that initial decision on conmtnent of technol ogy
or service?
A. Yeah, | think | could agree with that.
Q And a custoner, for exanple, who wants direct
i nward dialing capability to each of the stations
| ocated behind its PBX is not really going to be |ooking
at a Centrex line as an adequate substitute for DI D
service?
A That's probably true as well
MR. BUTLER: Thanks, that's all | have.
JUDGE MACE: Thank you.
That conpl etes the exam nation of M. Mark S.
Reynol ds, and you're excused at this point.
THE W TNESS: Thank you.
JUDGE MACE: | don't think we're going to go
any further tonight, we will begin tonorrow at our usua
time, or do you want to --

CHAl RMOVAN SHOWALTER:  9: 30.
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1 JUDGE MACE: At 9: 30 tonorrow norning.

2 (Hearing adjourned at 5:30 p.m)
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