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JUDGE MACE: Let's be back on the record.
We're not at this point on the confidential record
any longer. The conference bridge is back on. And
t he next cross-examiner is Ms. Friesen.

MS. FRIESEN. Thank you, Your Honor.

CROSS- EXAMI NATI ON
BY MS. FRI ESEN:

Q M. Teitzel, | think, to help in this
cross-exani nation and make it quicker, it would be
advant ageous for you to have a copy of M. Reynolds'
Exhibit 2, which is a list of the basic exchange

services for which Qwest seeks reclassification in

this proceeding. Do you have that?

A. | think | do. Gve nme just one nonent,
pl ease.

Q It's attached as MSR-2 to his direct
testi nony.

A | do have that.

JUDGE MACE: Ms. Friesen, | need to ask you
to speak up.

M5. FRIESEN: |'msorry.

JUDGE MACE: And nmke sure the mcrophone is
close to you. Thank you.

MS. FRIESEN. Okay. |Is that better?
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JUDGE MACE: Yeah.

Q M. Teitzel, what 1'd like to do now,

i nstead of tal king about custoner opinion, is to talk
about actual customer conduct. And instead of

tal ki ng about customers in states other than
Washington, 1'd like to talk about Washi ngton

busi ness custonmers and their actual conduct in this
state, okay?

A That's fair.

Q And when | use the term substitute, what |
mean is a conplete substitute, not an augnentation of
a wireline service or a partial substitute, but a
conpl ete substitute of wireless service for wireline
servi ce, okay. Do you understand?

A Yes, | do.

Q Now, if you take Exhibit 2 of M. Reynolds'
MSR-2 to his direct testinony, and you |l ook at the
| eft-hand colum, you'll see a |ist of basic business
| ocal exchange services, Centrex services, private
branch exchange trunks. That, would you agree, is a
summary of sort of the basic services absent the
features that Qmest seeks reclassification upon in
this docket; is that correct?

A I would agree with that.

Q Now, of the Washi ngton busi ness custoners of
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1 Qnest that purchase these kinds of wireline services,
2 what | would like you to tell nme is, for each

3 exchange in the state of Wshington, how many of

4 those customers have actually substituted their

5 wireless or wireline service for -- of any of this

6 type, for wireless service?

7 Now, | understand that there are over 80

8 exchanges, but let's begin with a few exanples. So
9 let's tal k about the Aberdeen exchange, okay. How
10 many \Washi ngton busi ness custoners for any of these
11 types of services have actually substituted their

12 wireless -- wireline service for wireless in the

13 exchange of Aberdeen, do you know?

14 A I do not know that, nor --

15 Q Okay. Now, let's npve on to the Auburn

16 exchange. How many --

17 MR. SHERR:  Your Honor, |'m going to object.
18 M. Teitzel was trying to explain his answer and was

19 cut off.

20 MS. FRIESEN. Your Honor, may | respond?
21 JUDGE MACE: Go ahead.
22 MS. FRIESEN: | understand that we are under

23 time constraints, and | believe that, to the extent
24 any explanation is necessary, his attorney can offer

25 up redirect, but really, what is going on here is |I'm
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trying to ascertain whether M. Teitzel, as he sits
here today, has actual know edge of actual custoner
conduct. If he does not, we don't need further

expl anat i on.

JUDGE MACE: Well, nunber one, |I'd say you
can probably ask that question prelimnarily as to
all the exchanges in Washington. |If he doesn't know
with regard to all the exchanges, then you don't need
to go through them one-by-one.

MS. FRIESEN. No, | don't intend to go
t hrough them one-by-one. | did intend to offer up a
few exanmpl es of the kind of question I'm asking
within a few exchanges, then ask hi mabout the
remai nder of exchanges, which there are over 80 sone,
but I wanted the record to have at |east an exanple
of what | am asking himspecifically.

JUDGE MACE: Having said that, |I think he is
entitled to give a brief explanation of his answer.

If it goes beyond the scope of your question, then
there may be a problem but | think he is entitled to
give a brief explanation if he answers yes or no
prelimnarily.

MS. FRI ESEN. Okay.

JUDGE MACE: Let's go back to the initia

question, if you woul d.
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Q Ckay. The initial questionis, in the
exchange of Aberdeen, does Qwmest or do you, as you
sit here today, have actual know edge of rea
customers that have substituted their wireline
service for wirel ess service?

A We do not have that information for
Aberdeen, but | think I can shorten the Iine of cross
here possibly by offering we do not have that data on
an exchange-specific basis in any of Qwmest's
exchanges. W do, however, have a di sconnect
tracking report, and | believe that that's not in
evi dence yet, it will be soon, it is one of the
exhibits in the exhibits list, that shows that
custoners have, in fact, disconnected Qwvest wireline
service in lieu of wireless, and that is tracked and
recorded.

Q Al right. W'IIl get to that exhibit.

Wel |, why don't we get to that exhibit now Can you
pull that exhibit for the record, please?

A I don't recall the precise exhibit nunber.
M. Sherr, can you direct nme?

MR. SHERR | think it's Exhibit 82.
JUDGE MACE: | want to note that nmy copy of
that exhibit is marked confidenti al

THE W TNESS: It is Exhibit 82, and that's
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Qnest's response to Public Counsel Data Request
03- 025.

Q Thank you. Now, if you will |ook at that
exhibit and then | ook at M. Reynolds' |ist of
services?

A Yes.

Q Can you tell me how many of those services
that are listed on M. Reynol ds' Exhibit 2 have been
substituted for wirel ess service? Assumng that
those started out as wireline, how many have been
substituted for wirel ess service?

A The reports can't be correlated in that
fashion. The disconnect report sinmply reports that
busi ness custoners have di sconnected Qnest wireline
service within Qwest's service territory and
substituted wireless for that, but it is not class of
service specific within that business category.

Q Okay. Then it's true, is it not, that as
you sit here today, you have offered no evidence for
this record that the class of services for which
Qnest seeks reclassification have been substituted
with wireless service in any exchange in the state;
isn't that correct?

A The di sconnect evidence, | would say you are

correct.
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Q Thank you.

A The di sconnect evidence is not arrayed in
t hat fashion.

Q Now, setting aside for a mnute the CLEC
UNE- P of ferings, what m ght be considered nondigita
CLEC services that Qwest has considered as
conpetitive alternatives to Qwest service, basic
anal og busi ness service, |ooking only at other
alternatives, the only other two alternatives that
Qnest identifies for this record are Vol P services
and wirel ess services; correct?

A Beyond - -

JUDGE MACE: Vol P, you nean Vol P?

Q Vol P, yes. That's correct?

A. Beyond traditional wireline services, those
are the two services, wireless and VolP; that's
correct.

Q And if custonmers are to enjoy either of
those substitute services, and you want this
Conmi ssion to believe that those are indeed
substitutes for basic anal og busi ness service,
custoners have to purchase additional equipnent or
have equi pnent that can accommpdate the vari ous
provi si oni ng net hodol ogi es? | n other words, for

Vol P, they have to have equi pnent, custoner prem ses
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equi pment that can handle the digital service and a
service offered over the Internet. For wreless,
they have to have wirel ess phones and subscribe to a
wireless plan; isn't that correct?

A. I have to beg to differ. | don't -- | think
you m scharacterized ny testinony. | don't believe |
testified that wireless service or VolP service are
substitutes in each and every instance in the
busi ness market, but they are substitutes for a
subset of the market. Wth that qualification,
woul d say that you're correct.

Q Okay.

A For wirel ess service, you have to have a
wi rel ess tel ephone or handset. For Vol P, you
typically require sonme kind of an adapter that
converts the anal og signal presented fromthe
tel ephone to the network into a digital signal before

it hits the Internet. That's called an ATA adapter

typically.
Q Thank you. Turning to the wireless
alternative proposal, in your testinony you identify,

and tal ked about this with Ms. Singer Nelson
2,800,000 and nore wireless units. By units, what do
you nean?

A Those would be wireless -- individua
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wi rel ess services or individual wreless handsets
that are active.

Q So those are all active handsets, as opposed
to all active accounts?

A. Those are handsets. That's ny understandi ng
of the count.

Q And is it possible for one account to have

nunmer ous handset s?

A It is possible.
Q When | | ooked at your testinony, your direct
testinmony at page 18, line 17, where you're

di scussing Cingular as a substitute for wireline
basi ¢ busi ness service, | went on the Wbsite for
Cingul ar, and the only offering I could find that
mat ched the information provided in your testinony
was sonet hing called Super Hone Family Talk. |Is that
the one you | ooked at?
A I don't recall the precise nane of the plan.

As | sit here, | don't have that docunentation with
me on the stand.

JUDGE MACE: What page of his testinony are
you referring to, if you would tell us?

MS. FRIESEN. Direct testinony, at page 18,
line 17.

JUDGE MACE: And your answer, M. Teitzel
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1 was?
2 THE WTNESS: | don't recall the precise
3 name of the plan. | don't have that docunentation on

4 the stand with me. However, as | testified earlier

5 wi reless service is class of service agnostic. It's
6 generic. It can be used for hone application or

7 busi ness application.

8 Q And | woul d agree with that, having

9 i nvestigated that Wb site, whether | go in through

10 the business solution or | go in through a consuner

11 solution, I end up with the same plan entitled --

12 CHAl RWOVAN SHOWALTER: Ms. Friesen, you are
13 begi nning to have questions that sound a | ot nore

14 like testinony, and | amnot that interested in what
15 you did. Ask the questions.

16 MS. FRIESEN. Yeah, |'mjust trying to nmeke
17 sure we're tal king about the sane plan and he's

18 confortable with what I'm about to say.

19 Q Anyway, this thing was called Super Hone

20 Fam |y Tal k, for 39.99 per nonth, 600 nminutes. The

21 pl an that you |l ooked at, did it have 600 anytine

22 m nut es, neani ng roughly 10 hours of work week talk

23 time?

24 A That's my recollection

25 Q And it offered maybe 5,000 ni ghts and
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weekends m nutes?

A I'"'mnot certain of the night and weekend
| evel .

Q Okay. And the plan you | ooked at, the 600
work week mnutes, if you exceed that, isn't it true
that the per-minute rate is 49 cents per ninute, or
was it sonmething like that?

A There typically is a usage charge for usage
over and beyond the allocation of mnutes in the core
pl an.

Q And do you agree with M. Reynol ds
testi mony yesterday, and | know you were in the room
wherein he suggested an average busi ness nunber of
m nutes during the work week was 1, 0007

A. | do recall that testinony.

Q Okay. Would you agree that a business m ght
use nore than 600 minutes in a nonth? |1'msorry.

A Yes, they could use nore, they could use
| ess. That 1,000 m nute nunber was an average. For
those that use less, | would submt this would be an
attractive plan.

Q Do you know of any businesses that actually
use | ess?

A Certainly. There's a wide range. Again,

the 1,000 m nute average was an average. That
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1 suggests there's sonme above that, sone bel ow that.

2 Q Do you know of any other restrictions with
3 respect to this Cingular offer that would be inposed
4 on these businesses?

5 A Not that | recall.

6 Q Okay. 1'd like to turn now to your

7 di scussi on of Vol P, or voice over Internet protocol
8 And you' d agree with ne, would you not, that VolP is
9 a digital service?

10 A. It's a digital service fromthe point at

11 which it exits the ATA adapter and enters the

12 Internet. At that point, it is a packetized service
13 over the Internet.

14 Q And so if the service is converted from

15 digital to anal og anywhere al ong the phase, are you
16 suggesting it's not digital?

17 A | don't think | said that. | said that the
18 anal og signal fromthe tel ephone to the adapter is
19 converted, then, to digital, and it goes out over the
20 Internet as digital |Internet nessage.

21 Q On page 23 of your direct testinony, around
22 roughly lines 10 through 17, you're discussing an

23 exhibit to your testinmony, which is DLT-7. Are you
24 t here?

25 A G ve ne just one nmonent. Yes, | have that.
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1 Q And this is a discussion of an AT&T trial
2 is it not?
3 A G ve ne a monent just to refresh nyself on

4 the exhibit. As | read this press rel ease by AT&T,
5 was not led to believe this was a trial. This

6 appeared to me to be an announcenent of the

7 avai lability of the service

8 Q I'd direct your attention to the second

9 paragraph in this press rel ease, and the second

10 sentence within the second paragraph begins with the
11 word trials, does it not?

12 A It does, but it goes on to say with service
13 i ntroduction across AT&T's Vol P portfolio expected
14 during the third quarter. W're nowin the third

15 quarter.

16 Q We're nowin the third quarter, but when you

17 filed this, was this not in trial phase?

18 A I would agree, at that point, it would have
19 been.
20 Q Okay. And when you offered it to the

21 Commi ssion at that point, did you anticipate that the
22 Commi ssion should rely on this as evidence of AT&T s

23 Vol P offering in the state of Washi ngton?

24 A Again, | can't offer a strict yes or no, but

25 let me say that this was offered not as evidence the
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Commi ssion should rely on to show that conpetition
exists in the Vol P space for business custoners;
rather, a directional piece to showthat this is an
evol ving market, options are expanding, both in the
wireless and in the Vol P arena, and that with AT&T' s
announcenent, it would suggest that VolP options are
comng online in the |arger business custoner
segnment, not sinply smaller business.

Q So your intent is not to suggest to this
Conmi ssion that AT&T's Vol P trial and potentia
offering is in any way, shape or forman actua
substitute today here in Washington for any basic
busi ness custoner, wreline user; right?

A. Clearly, when this press rel ease was
rel eased, it was a in-trial phase with launch in
third quarter, so fromthat perspective, it's
evi dence that the market's evolving very quickly in
thi s phase.

Q And with respect to this particular service,
it's true that it is a service offered to hi gh-speed
dedi cated access lines to corporations in general
woul dn't you agree with that?

A. I would agree with that.

Q You woul d al so agree, would you not, that

Cisco | P Tel ephony is offering a service called AVID
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1 or architecture for voice, video and integrated data,
2 and that is a carrier class packet voice product and
3 solution. You would agree with that, wouldn't you?
4 A I would agree with that, also.

5 Q You woul d al so agree that, in this press

6 rel ease, AT&T offers an adnoni shnent to anybody that
7 reads it suggesting that this is a forward-1Iooking

8 proposal and di scussion and that action shoul dn't

9 necessarily be based upon this. Wuldn't you agree
10 with that?

11 A | believe that was a qualifier

12 CHAl RWOVAN SHOWALTER: Ms. Friesen, you tend
13 to drop the ends of your sentences. Keep projecting.
14 MS. FRIESEN. Ckay. | should take acting
15 cl asses.

16 Q So you would agree with that, that AT&T

17 warns folks not to rely on this as a basis for making
18 any kind of action?

19 A. I would agree. | need to say that, again,
20 simlar to my discussion on wireless, this is a

21 directional piece. It builds on the fact that VolP
22 is available in the market today for residential and
23 busi ness custoners, and it's evolving quickly, nore
24 options will come online. This is a suggestion that

25 that, in fact, is occurring.



0431

1 Q Ri ght, and you're not suggesting that this
2 Conmi ssion take any action based upon this press

3 rel ease of AT&T's; isn't that correct? You' re saying
4 it's instructional, but that's about it?

5 A. I'"msaying the Commission can rely on it

6 what ever wei ght they choose to give to it.

7 Q Through your discussion of this VolP

8 product, begi nning on page 24 at around |ines 21 and

9 continuing on, you discuss the evolving quality of

10 I nternet protocol technology, don't you?
11 A Yes, | do.
12 Q And do you have any evidence to offer this

13 Commi ssi on today, as you sit there, that any

14 Washi ngt on basi ¢ busi ness custoner of Qwmest has

15 actually substituted its wireline services, any of

16 the wireline services listed in M. Reynolds' Exhibit
17 2, for a VolP offering?

18 A I have no direct evidence. It's a totally
19 deregul ated market. | think | testified earlier VolP

20 provi ders are not parties to this docket.

21 Q Okay.
22 A The data doesn't exist.
23 Q Ckay. And it's fair to say, then, based

24 upon that, that if we were to go through each of the

25 exchanges, there would be no evidence that any



0432

1 custoner has actually substituted its wireline

2 service for any Vol P offering; isn't that correct?
3 A That is correct.

4 Q Okay. On page 26 of your direct testinony,
5 at line 17, you state that it's clear that the

6 conpetitive paradigmis changing in the business

7 | ocal exchange nmarket. Are you there?
8 A Yes, | am
9 Q And again, this is an instructive type

10 statement for this Commi ssion, upon which it's not to
11 base any particular action; isn't that true?

12 A Yes, | think this is directional evidence.
13 I think it's a framework the Commi ssion can view as
14 they think about the evidence in this market. Qur
15 evi dence is based largely on the evidence of

16 whol esal e- based conpetition, but it is clear that

17 Vol P is an option for at |east sone custoners today.
18 Vol P providers are marketing their services in this
19 state today. To that extent, that should be

20 consi dered and give the Conm ssion some confort that
21 the market will continue to evolve and options will
22 continue to conme online.

23 Q And the concl usion that you have drawn that
24 it is an option or it is a substitute product is

25 based sol ely upon the marketing that you've seen
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isn't that correct?

A That woul d be correct, marketing, industry
literature, press releases, et cetera.

Q And it's not based upon actual conduct or
under st andi ng of any particul ar custoner actually
having acted; isn't that correct?

A Custoner-specific tracking is not avail able.

Q That's all | have, M. Teitzel. Thank you.

A Thank you.

JUDGE MACE: M. Levin. | have you down for
90 minutes for this wtness.

MR, LEVIN. It will be Iengthy.

JUDGE MACE: You've used sone of your
cross-exam nation tine earlier, so it should be a
little less than that. Go ahead.

MR, LEVIN. | believe | would have stayed
within ny time the last tine had the w tness just
answered the question and not given speeches. You
recall a couple of tines | said, So your answer is
no, and the witness said yes, after a formative
explanation. | have no control over that.

CHAl RMOVAN SHOWALTER: But let's clarify
this point. Oten a cross-exam ner wants only a yes
or no answer. It's our policy that they should give

a yes or no answer, but they are entitled to give an
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1 expl anation. There are short explanations and | ong
2 expl anations, and the wi tnesses should be careful not
3 to go further than is required, but by the sanme

4 token, if the witness feels that sonething nore than
5 a yes or no answer is required to help us understand,
6 they should be -- they will be allowed to do it,

7 because it is nore efficient for that answer to be

8 given at that tinme than to wait for redirect and get

9 back into the sane conversation

10 MR, LEVIN. Thank you.

11 JUDGE MACE: Co ahead.

12

13 CROSS- EXAMI NATI ON

14 BY MR LEVIN:
15 Q M. Teitzel, have you ever heard the term

16 vapor war e?

17 JUDGE MACE: Vapor -- is the word vaporware?
18 Q Vapor war e.

19 A | have heard the term

20 Q That's a termthat came out of the software

21 i ndustry, where a software firm announces with great

22 vigor its newest product offering that will be rolled

23 out in six nonths, and then, |o and behold, not only
24 is it not rolled out in six nonths, but it never

25 appears?
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1 A. | believe that has happened.

2 Q And that would be consistent with your

3 under st andi ng of the term vaporware?

4 A Yes.

5 Q Vaporware al so sometines applies to

6 t el ecommuni cati ons announcenents, doesn't it? In

7 ot her words, you have conpani es that announce great
8 new technol ogy, and sonehow it never really hits the
9 street?

10 A. I don't have a specific instance in mnd,
11 but I would concur that it probably has happened.

12 Q Do you recall AT&T's Project Angel, which
13 was where the custoner was going to have a single

14 t el ephone and a single nunmber for wireline and

15 wirel ess service, and the phone would automatically
16 switch rates when the custonmer got within so nany

17 feet of their home base?

18 A | recall Project Angel, yes.

19 Q And AT&T announced it with great fanfare and
20 said it would be rolled out within a couple of years?
21 A Yes.

22 Q And within 18 months to two years announced
23 the technol ogy didn't work and cancelled it?

24 A | recall that.

25 Q Yest erday, when | was speaking with M.
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Reynol ds, | asked himif, in effect, |I'mnot sure
what the words were, but | asked himif, in the arena
of wireless service, the service that you were
conmparing to your own, that is, that Qwmest was

conparing to its own, included both anal og and

digital wireless. And ultimately, | think you said
it was only the analog wireless. |Is that your
position?

A I recall the discussion yesterday, and

woul d have to testify, in the context of ny
testinmony, | was considering wireless service both in
the digital and the anal og versions as options to
Qnest | ocal exchange service.

Q You' re aware that many of the new generation
of cell phones don't work in analog areas at all?

A Yes, | am

Q And that, at this point, a very smnal

mnority of the areas are covered by anal og service?

A. The preponderence of the cellular technol ogy
out there, | believe, is digital today.
Q And so when you provi de maps and testinony

about the coverage of wireless conpanies, you're
tal ki ng about both anal og and digital service?
A Yes.

Q And by digital service, we don't nean that
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1 the user has a digital voice; we nean that the cel

2 phone or the receiving equi pnent for the cell phone
3 converts the analog voice into digital?

4 A That's my understanding of digital cellular

5 service, yes.

6 Q | nmean, voice is always analog; right?
7 A Correct.
8 Q And it's just a question of where it's

9 converted, whether it's converted on the phone or

10 bet ween the phone and the network or sonmewhere in the
11 net wor k?

12 A That's fair

13 Q Now, you nentioned that Qwmest has a

14 proceeding in Idaho in which it's seeking

15 deregul ati on of services. |In that proceeding, is

16 Qwest seeking only deregul ation of its anal og

17 servi ces?

18 A No, it is analog and digital services in the
19 rel evant market, as | defined. It was severa

20 markets in the southern Idaho -- in parts of southern
21 | daho.

22 Q And Qmnest is using wireless as the conpeting

23 servi ce?
24 A It is.

25 Q And it's Qemest's position that the anal og
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and digital wireless service conbined conpete with
its analog and digital services; is that right?

A That's correct.

Q And Qnest has not differentiated in that
case an anal og submar ket and a digital submarket for
its services, has it?

A We have not.

Q So you consider themin lIdaho to be a single
mar ket ?
A. Again, in the context of the |Idaho market,

we're considering these to be a single market. As |
mentioned, in lIdaho, the wireless evidence is our
sol e evidence in that proceeding. And we're
suggesting that wireless service in that context, in
those markets, is a direct substitute for Qwest |oca
exchange servi ce.

Q And in your response, | could also say and
is a substitute for Qwaest analog and digital |oca
exchange service, couldn't [|?

A For | ocal exchange services, that would be
true. We're not suggesting that wireless be a
substitute for a DSS service, if you will, but for
the | ocal exchange traditional services, we contend
that it is.

CHAl RMOVAN SHOWALTER:  What i s DSS?
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THE WTNESS: |'msorry, digital switch
service. |It's a digital service served on a DSl
facility.

Q So if wireless service is a substitute for

Qnest anal og service and for Qmest digital business
service, isn't it necessarily true that Qaest anal og

and digital service are also substitutes for each

ot her?

A | apol ogize. | missed the |ast part of that
question, | think. Wuld you restate that?

Q Yes. If it's true that Qwmest -- that

conpetitors' wreless services are conpetitors for
both Qmest analog and digital services, isn't it
necessarily true that Qwvest's analog and digita
services are conpetitors with each other, that
they're substitutable?

A I would disagree with that, and that's not
the Iine of questioning that | believe | was
answering. W were tal king about analog and digita
wi rel ess service conpared to Qwest | ocal exchange
service in ldaho. In this proceeding, we're not
maki ng a distinction between analog and digita
wirel ess as conpared to | ocal exchange service in
this docket that we're asking for flexibility on.

We're sinply suggesting that wirel ess service is
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anot her option the Comm ssion should be aware of when
serving busi ness custoners in |ocal exchange market.

Not all business custonmers, but certainly a subset of

t hose.

Q Well, let's go back and tal k about |daho and
the way you franed your case there. In lIdaho, you
are saying, | think you've said, that wreless

substitutes both for Qwmest anal og business service
and for Qeaest digital business service, voice
service?

A That's true.

Q And therefore, in ldaho, it's fair to say
that you can substitute Qwaest digital voice service
for Qmwest anal og voice service, because they both can
be substituted for by wirel ess service?

A The case is entirely different, the context
is different.

Q "' m aski ng you about in Idaho.

A. We're not suggesting that an anal og wireline
service and a digital wireline service are
substitutes for one another. We're suggesting in
t hat docket, in that context, limted to Idaho, that
that is a market for which wirel ess services are
functional |y equival ent.

Q To both Qmest's analog and digital |oca
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services?

A Yes.

Q Now, in ldaho, you're not suggesting that
UNE- P and resale are conpetitors for Qwmest anal og or
digital |ocal service?

A. We are not. In ldaho, again, our sole
evi dence is wirel ess-based conpetition.

Q But you do have conpanies |ike MCl and AT&T
that are providing UNE-P service in lIdaho, don't you?

A. Yes, there are CLECs providing service on a
UNE basis in Idaho to a smaller extent than exists in
this state.

Q But that's not part of the presentation
you're making to the Idaho Commi ssion?

A It is not.

Q Now, in response to AT&T's questions, you
said that, as | understand it, that voice over |IP by
its nature is a digital service. Analog voice
becomes digitized; is that right?

A Anal og voice becones digitized at the
adapter, typically, and then goes out as a packetized
nmessage.

Q And the reason why you bring that up is
because you think that that digitized voice service

i s interchangeable for some custonmers with Quest
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anal og services?

A | believe, for a subset of custoners in this
state that have access to broadband connectivity to
the network, to the Internet, | should say, VolP is
an option today.

Q And it's that interchangeability that's kind
of the hallmark of why Qwaest believes that it's
losing its -- in other words, its share of business
lines is dimnishing; is that right?

A. I have not quantified the inpact of Vol P per
nmy discussion earlier with Ms. Friesen, so | do not
know wi th specificity how much that inpacts Qwmest's
base --

Q Gve ne a -- go ahead. |'msorry.

-- rather than just to assert to the
Conmi ssion and informthe Conm ssion that the
services are avail abl e.

Q Can you tell me what the factors are, in
your opinion, that are causing Qaest's business |ine
counts to dimnish, as you've testified?

A There's a variety of factors driving Quest's
access line counts. It's ny firmbelief that the
primary reason for the decline in our access |line
base is conpetition, and the subset of conpetition

that is the largest factor in that reason, | believe,
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is CLEC-based conpetition. But | also firmy believe
that wirel ess services and Vol P now, on an energi ng
basis, are contributing to that decline. Again,
that's not the only factor driving Qwmest access |ine
counts. Certainly, the econony has been sour for the
| ast couple of years. That's had sone inpact, as
well, and | recognize that.

Q Any ot her factors?

A Certainly there are a variety of reasons
that custoners disconnect lines. They may be | eaving
the state entirely, nmay be going out of business,
retiring, a variety of reasons.

Q Okay. Can you think of any others right
now?

A. I"msure, given sufficient tine, | could
come up with a fairly long list, but certainly a
variety of reasons, a migration to CLEC, obviously
t he CLEC-based conpetition is a mmjor issue,
bankruptcies may be a factor, those reasons | |isted.
You know, bankruptcies, leaving the state, et cetera,
have been reasons that custonmers take out |ines for
years. It's not a recent phenonenon.

JUDGE MACE: M. Levin, I"'mnoticing that

it's noon. The Commi ssioners have to adjourn for the
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MR, LEVIN. Mght | ask one nore question
before we break?

JUDGE MACE: Surely.

MR. LEVIN. Because this is the culmnation
of the line of questioning.

JUDGE MACE: Surely.

Q I have here a couple of excerpts that |
found on the Internet from Qmest's annual reports to
its investors. 1'd like to read you a paragraph and
ask you if you would change your testinony based on
what Qnest is telling the SEC and its investors?

MR, SHERR: Excuse ne, |'m going to object.
Does Counsel have a copy for M. Teitzel? This was
not identified.

JUDGE MACE: | think you need to provide a
copy to the witness and you need to show the copy to
Counsel

MR. LEVIN: Ckay. | only -- because | had
limted ability this norning when I found that
Kinko's at 6:00 to generate copies, they're not a
very good quality.

JUDGE MACE: | know that you want to
conplete this line of questioning right now, but it
woul d be helpful if the witness at |east had a copy

of that so the witness could take a | ook at it.
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MR LEVIN. Okay. | think I've got
somet hi ng he can | ook at.

CHAI RWOVAN SHOWALTER: Isn't this going to
be easier to do this question after |unch?

MR. FFITCH  Yeah.

CHAl RAOMAN SHOWALTER:  And it is
appropriate, if you are going to be using docunents
to cross-exanmine, first and forenost, why aren't they
cross-exani nation exhibits, but there are some
reasons, but if not, if you know and you knew this
norni ng that you were going to use this docunent, you
shoul d provide it to everybody here, and | would say
i ncluding the Bench. It does not help to keep us in
t he dark.

JUDGE MACE: All right. W'Ill adjourn now
for a lunch recess, and we'll resune at 1:30. Thank
you.

(Lunch recess taken.)

JUDGE MACE: Very well, then. Let's proceed
with M. Teitzel. And M. Levin, | believe you were
cross-exani ning. W have before us on the bench here
two pages that you were referring to fromthe Quest
annual report. Wy don't you go ahead.

MR, LEVIN. Thank you.

Q Each of these pages, M. Teitzel, is froma
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di fferent annual report. One of them actually
printed with the date, which is a 2001 annual report
intiny print in the Iower |eft corner. The other
one didn't, but it's identified as page 31 in letters
that only copied very faintly on the right side of

t he page.

MR, SHERR:  Your Honor, |'msorry, |'m going
to object. | apologize for interrupting, but just --
I want to introduce an objection to the use of these
docunents at all, and I thought | would raise ny
obj ection before we get too far down the road.

These appear to be docunents, as represented
by M. Levin, from 2000 and 2001. They clearly could
have been identified as cross exhibits, so that is
the first basis of our objection.

They' re obviously inconpl ete docunents, as
they're only one page each, and so we don't have the

context, we obviously haven't had an opportunity to

review them for possible redirect, and as | | ook at
it closely or quickly for the first tine, | see there
are revenue figures in here. |If these are Qnest

revenue figures, they are likely subject to
restatenment, as well.
So we feel very disadvantaged by the use of

t hese docunents at this point and in this manner



0447

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. LEVIN.  Your Honor, there would have
been no need to use these docunments at all if, when
asked M. Teitzel for the list of exactly what the
sources of line |oss which has been reported by Quest
inits testinmony and in discovery since 1999, what
the sources of that was. | asked -- | gave him an
opportunity to explain -- to give me a |list of
everyt hing, and he didn't nention the one thing that
t heir annual report mentions as a significant source,
so this is just inpeachnent.

JUDGE MACE: Just a nonent.

CHAl RWOVAN SHOWALTER: Why don't -- you were
clearly trying to elicit something, | don't know
what, but why don't you sinply ask hi mwhat about X
as a reason. Only if he says X is not a reason, |
t hi nk, woul d you be inpeaching himw th sonething
that says it is a reason

MR. LEVIN: Ckay. We can do it that way.

Q M. Teitzel, is an additional reason, beyond
the reasons that you've already given for access |line
loss, is it attributable to busi nesses converting
their nultiple single access lines to a | ower nunber
of hi gh-speed, high-capacity lines allow ng for
transport of multiple sinultaneous tel ephone calls

and data transm ssions at higher rates of speed?
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A. That certainly does happen.

Q And if those -- if that source of |line |oss
were taken into account and the total number of DSO
equi val ents for the conpany were | ooked at, would
that show an increase or a decrease?

A. As | sit here, | can't honestly testify
whet her it would increase or decrease the nunbers.
Certainly, some custonmers, as they growin size as a
busi ness, may go froma 10-1ine business to a 20-1ine
busi ness, and at that point, a DSl type service may
make econom ¢ sense. To that extent, those sorts of
t hi ngs do happen certainly in the market and have.

Q Is the informati on on DSO equival ents
avail abl e should the Comm ssion wish to see it?

A | believe it is. | don't have it with nme
here today, but | believe the conpany does have that
dat a.

MR. LEVIN: Can we then make a record
request for the voice grade equival ent basis growh
or decline in number of access lines sold to
busi nesses in the --

JUDGE MACE: | think you're going to have to
slow down a little bit. Could you --

MR, LEVIN  Sure.

JUDGE MACE: -- state your question a little
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bit nore slowy?

MR, LEVIN. Yes. W would request that
Qwest provide, on a voice grade equival ent basis, the
conmpany's access lines sold to businesses over -- for
each year from 1999 to the present.

JUDGE MACE: Thank you.

MR, SHERR:  Your Honor

JUDGE MACE: M. Sherr.

MR. SHERR: |'m not sure | understand the
request, and since we'll obviously have to conpile
the response, | want to nake sure | understand it.

What | wote down is, on a voice grade equival ent
basis, Qwest's access |lines sold to business for
1999, 2000, 2001 and 2002. | didn't hear any

di stinction between analog and digital, for what
class of service. Do you just nmean total |ines?

MR. LEVIN: That's right. | mean the way in
which it is reported in this docunent to which you' ve
obj ected, we want that nunber for the state of
Washi ngton for that period.

THE WTNESS: If | could, Your Honor?

JUDGE MACE: Well, just a moment.

MR, SHERR: Thank you, again, for your
i ndul gence, Your Honor. Qwest would object to this

record requisition fromthe perspective that it's
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1 asking for information that is well beyond the scope
2 of this docket. We're asking for conpetitive

3 classification of certain services and, as best as |
4 understand the counts in this docunment, seeing it for
5 the first time, this is well beyond -- it's wel

6 beyond the services we're asking for conpetitive

7 classification for. It probably includes -- it

8 likely includes others, as well, DSls and DS3s and

9 private lines, other things, as well. And so we

10 think it will nuddy the record to include information

11 on Qunest's access |ines beyond the scope of what

12 we' re asking for conpetitive classification for

13 JUDGE MACE: M. Levin.

14 MR, LEVIN. Yes, Your Honor, that is Qumest's
15 version of the case, and the point is that's

16 contested. Quwest's version of the case is that the
17 only market that's relevant here is the anal og

18 market. The position of my client and the other

19 intervenors is that the market is all services that
20 are interchangeable with those services to provide
21 the sane functionality to custoners. And that is
22 certainly sonmething which Quvest acknow edges

23 inmplicitly inits filing in Idaho and its filing in
24 lowa. There's certainly no reason why we shoul dn't

25 be able to pursue our theory of the case here. W
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should not be Iimted by the fact that Qwmest has
arbitrarily defined a market that's smaller than the
market that it's defined in other states.

CHAIl RMOVAN SHOWALTER: Why didn't you seek
this in discovery?

MR LEVIN. Well, two reasons. First of
all, | expected that we nmight get this kind of
response from M. Teitzel on the stand that we woul d
have this information or this type of information,
that he woul d acknow edge the source of the problem
because it's been asked about. Public Counsel has
actual ly done sone discovery on related i ssues, which
I"'msure they' Il be talking about. It's ny
under standi ng that their discovery, though, they were
unsuccessful in getting things boiled down to this
point. | think perhaps | should Iet Public Counse
speak to that, because it was their discovery. But
there has been discovery done on very closely rel ated
i ssues.

JUDGE MACE: M. ffitch, did you have
anyt hing you wanted to add to that?

MR, FFITCH: Well, | would agree that we
have asked sonething of a simlar request. However,
I'd al so agree with M. Levin that we don't have

exactly the sanme information refined or narrowed down
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in the same way that he's asking for it, so we do
have that -- we do have the response that we did get
in one of our cross exhibits that's identified for
M. Teitzel.

CHAIl RWOMAN SHOWALTER: Just a question to
Qnest. You're objecting to this on relevance, but is
there, as a practical matter, in terns of producing
the evidence, is it very difficult to do?

MR. SHERR Quite frankly, we don't know,
because sitting here looking at it the first time, |
don't know from what source this information came. |
don't know if we still report information this way.
| simply don't know. We could ask, but as | sit
here, | don't have any idea how this nunber was
conpi | ed, these nunbers, whichever nunbers they are,
were conpiled and if we still do things that way.

MR, LEVIN. |If Qmest is unable to conply, we
woul d sinply, as an alternative, propose that this
docunent we have here be admitted and be gi ven such
wei ght as the Conm ssion deens appropriate to give
it.

JUDGE MACE: We'll permit you, M. Levin, to
have this exhibit marked, these two pages narked as
an exhibit, because it represents information that

you want to have in the record with regard to this
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nunmber of access lines, but give Qwest the option, if
they want to provide sonmething nore accurate and up
to date, to provide that in addition.

So this will be marked -- the other thing
want to say is there is a concern that there have
been several requisition requests -- |I'd ask you all
to make sure that your cell phones are shut off at
this point -- that there have been severa
requi sition requests of information that the Bench is
concerned may nore appropriately have been asked on
di scovery in the discovery phase of this case. So
want you to bear that in nmind when you' re nmaking your
records requisition requests in the future.

Let me revisit this. What we'd |ike to do
is have you, Qmest, supply the answer to the record
requi sition question, to the best of your ability,
and if you have --

CHAl RAOMAN SHOWALTER:  |'m sorry. W'l
grant the requisition records request, which can be
supplied in the formof the entire docunent from
which this cones identified. These two pages nean
not hi ng, because they're not identified, unless you
al so want to supplenment it with something different
or nore accurate than whatever this docunent

represents. So in other words, it's up to Quaest to



0454

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

provi de the answer, either in the full version of
this document or some alternative.

MR, SHERR: These are, if | can just ask a
clarifying question, these are fromtwo separate
reports; is that correct?

MR LEVIN.  Yes.

MR. SHERR: One for 2000 and one for 2001

MR. LEVIN: Yes, they came directly off the
Qnest Website.

MR, SHERR: Okay. And so we would conply
with the records requisition by filing the conplete
reports for these two years. Thank you.

MR, LEVIN. I'mgoing to try to nove rapidly
t hrough the rest of ny questions.

CHAl RMOVAN SHOWALTER: Wi ch, again, we have
just taken up sonething |like half an hour because
there was a failure to request this information in
di scovery and get all of this worked out before the
hearing date, before the hearing tinme. That's one
reason we have di scovery processes going on. W've
allowed it because it is relevant to the argunents at
hand.

MR, LEVIN. Thank you.

Q M. Teitzel, on your direct testinony, which

is -- 1 think it's 51-T, isn't it, Exhibit 51-T, page
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16, lines -- line 14, through page 17, |line one?
A Yes, sir, | have that.
Q And you nentioned Ascendant Tel ecom as

of fering systens that enable integration of wireless
phones into a PBX systenf

A That's correct.

Q Now, it's true, is it not, that, according
to the Ascendant Website, that the Ascendant
equi pnment requires an additional T-1 fromthe telco?

A | believe that is correct.

Q And the Website al so says that it does not
act as a redundant PBX, that is, the wirel ess phones
t hat are added?

A. No, it's an augnentation to an existing PBX.
It's not redundant to the PBX

Q And by hooking the wireless cell phones into
the PBX, it actually could result in greater use of
the PBX; isn't that true? Because all of a sudden
the PBX is now being used by people in the field?

A To the extent additional users were using
t he PBX common equi pnent, | would say that you
probably are correct. There could be nore usage
com ng through the PBX switch

Q So in the aggregate, if you had enough, it

could lead to the ordering of additional trunks?
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A. It's a matter of scale and degree, but |
woul d say that certainly would be possible.

Q Now, coin and coinl ess phones are not
included in Quest's petition, are they?

A. They are not.

Q And therefore, they're not included in the
mar ket share anal ysi s?

A That's al so correct.

Q But you would agree with ne, wouldn't you,
that coinl ess phones, in particular, are w dely used
by business travel ers?

A Yes, they are.

Q And they're used in lieu of alternatives
that a business traveler mght use, such as a
wi rel ess phone?

A I'd say that's fair. |1've seen in airports
some business travelers use a coin tel ephone, others
use a wreless phone, side-by-side.

Q And there's no reason why a conpetitor
couldn't provide a -- what Qaest calls a public
access line to service a coin or coinless phone, is
t here?

A. Well, that certainly could be provided by a
conpetitor.

Q The conpetitor could either do it by resale
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1 or by UNE-P or by buying partial UNEs and providing
2 some of the equipnment itself?

3 A | believe that's true.

4 Q Let's -- | want to nove now through the

5 exhibits that we've identified, and I"mgoing to go
6 through themfairly quickly and ask you a few

7 guestions about each one, and |I think that wll

8 pretty close to finish nmy questioning.

9 A That's fair

10 Q Pl ease | ook at Exhi bit 64.

11 A | have that exhibit.

12 Q We've included in Exhibit 64 sone docunents

13 t hat appear continuously in the Qunest tariff, which
14 is a sem -public tel ephone service and then an

15 extension for that sem -public tel ephone service.
16 You're acquai nted with that service?

17 A. Yes, | am

18 Q And that service permts a business,

19 probably typically a small business, to have a coin
20 phone or a coinless phone in its business place and
21 use it as a second outgoing line for the business; is
22 that right?

23 A. A sem -public tel ephone could be used, for
24 exanple, in a restaurant, near the back of the

25 restaurant by the restroons, is where they're
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1 typically located. And certainly it does have a
2 t el ephone nunber associated with it, can be used for

3 out bound calls, in addition to whatever |ine the

4 busi ness -- the restaurant might have on a coin
5 basi s.
6 Q And t he extension service that goes with it

7 that's also in these pages allows themto put that

8 line into their existing telephone equipnent; isn't
9 that right?

10 A The extension service that's offered here,
11 nmy under standi ng of that service would be that they
12 coul d answer incoming calls to that seni-public phone
13 froma renote |ocation.

14 Q Movi ng on to Exhibit 65, this is the Tenant
15 Sol utions product that Qwest has; is that correct?
16 A Yes, it is.

17 Q This is a service that is on the |ist of

18 services here for which Qaest is seeking conpetitive
19 classification; is that right?

20 A Gve me a nonent. | don't believe Tenant
21 Solutions was on the list of services, if you're

22 referring to M. Reynolds' Attachnment A

23 Q Yes.

24 A Gve ne just a nonment to review |

25 apologize. It is on that |ist.
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Q So you're saying, then, it's an anal og
service?

A Tenant Solutions is a -- it's a program not
necessarily a service, if you will, that is offered
as a -- provides a set of incentives to multi-tenant

property owners to encourage those owners to position
Qnest as the preferred provider of service to the
tenants in that location. So it's not necessarily a
service; it's a grouping of service and discounts on
t hose services.

Q Are all of the services that are listed in
the group the subject of Qmest's petition for Tenant
Sol uti ons?

A In terns of the menu of services on the
first page, as | scan down here briefly, many of
these services do appear on Mark Reynol ds' Exhibit A
to his testinobny. | see other services in addition
to M. Reynolds' list on Exhibit A | would suggest
that to the extent that the services that show up on
this tariff that don't appear on M. Reynolds
Exhi bit A would be excluded from our application.

Q So the Tenant Sol utions would be a different
product or set of products than currently appears in
Qnest tariffs?

A I woul d suggest that were we to receive
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pricing flexibility on these services we request
flexibility on, they would apply only to the set of
services identified specifically in M. Reynol ds
Exhibit A, To the extent other services appear here,
flexibility would not apply to those services.

Q Have you provided an identification anywhere
of which portions of this group of services would
drop out, other than by reference to the |ist of
services which are included in general in the
petition?

A Well, for exanple, on this list | do see
| SDN service, high-capacity DS1 and DS3 services.
Those woul d be on the |ist of services we would cal
services that are digital in nature and not subject
to this application.

Q Now, the services are grouped together
because they're a group of services that somebody who
has a nmulti-tenant building m ght want to buy?

A. Not necessarily. These are services that
may be provided at a particular nulti-tenant
bui l ding, and this range of services would be --
woul d include those that would qualify for discounts
under this program It doesn't suggest that al
these services would be provided at any particul ar

| ocation, just that these are the qualifying services
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for the program

Q Okay. Thank you. Moving on to Exhibit 66.

A | have that exhibit.

Q This is the PBX trunks. Are the PBX trunks
inthis portion of the tariff all anal og trunks?

A. We woul d define these as being anal og trunks
and being included in our application, yes, with the
exception of the toll access trunk, which | believe
M . Reynol ds addressed as being a screening type
trunk that is excluded specifically.

Q Okay. And down below in the sanme page, you
have the hotel nessage trunk service, and | believe
M. Reynolds tal ked about this as being different, as
you were just saying, than the toll trunks for the
hot el s?

A Hot el message trunk is a nessage-rated
service where it's physically a PBX trunk and we keep
track of the nunmber of outbound nessages on that
trunk, and the hotel owner in this instance would pay
on a per-nessage basis per each call

Q And the hotel nmessage trunks are included in
your market share anal ysis?

A. Yes, they are.

Q Moving on to Exhibit 67, direct inward dia

service. Direct inward dial service can be provided
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either over a digital facility or an analog facility;
is that correct?

A That's correct.

Q And this was the only description that |
could find in the Qwest tariffs of direct inward
dial. So presumably, unless | mssed something, this
is the description for both digital and anal og?

A Yes, DID service is provided to the end user
functionally identical. There's no difference in
terms of the way the service functions to the PBX
stations behind the PBX. It is a trunk-side
connection which allows DID, or direct inward
dialing, to individual stations behind a PBX. Wbrks
identically in a digital or anal og node.

Q Thank you. Myving to Exhibit 68, let ne see
if I can summarize what | think your testinony will
be, because |I'm going to ask you -- | was going to
ask you the same questions here that | asked you
about Tenant Sol utions.

Both on Exhibit 68 and 69, which 68 is
Centrex 21 and 69 is Centrex Prine, those products
i ncl ude sonme services that have been identified as
digital services, and for purposes of -- | take it
that if | ask you these questions for purposes of

this petition, you would drop out the digita
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servi ces and they would no | onger be part of Centrex
21 and Centrex Prine for purposes of
reclassification; is that right?

A To the -- we're asking for price listing or
pricing flexibility on a specific range of services.
To the extent a service appears as a subconponent in
Centrex 21 or Centrex Prinme, such as |SDN, Qwest
woul d agree that we woul d not be seeking pricing
flexibility for that particul ar subconponent.

Q And if you look at the first page of Exhibit
68, the |last sentence, where it says, A Centrex
custoner has a choice of having the features
delivered by an anal og --

JUDGE MACE: Just a little nore slowy.
MR, LEVIN: |'msorry.

Q Has a choice of having the features
delivered by analog |ines and/or 2B+S digita
voice-only ISDN lines. So the custonmer woul d not
have that choice if -- under this product if your
petition were granted?

A That's a difficult question, because 2B+S is
-- it's a voice-only application; it's not a data
application. |In that instance, there are two voice
channel s used for voice tel ephone calls and an S

channel, which is a signaling channel, not a data
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channel, as would be 2B+D in the data application.

So this is, in fact, a very direct voice type service

provi ded over a digital functionality, if you will.

But fromthe custonmer's perspective, it's treated

it's received, it's used as an anal og type service.
So I"'mconflicted with my answer here a bit,

as you can tell. It is a formof |SDN

Functionally, it | ooks exactly |like analog service to

t he user.

Q What do the letters |ISDN stand for?

A Integrated switched digital network.

Q Is it integrated switched or integrated
services?

A. My recol lection is switched, but I -- |

coul d stand corrected.

Q We have an exhibit which will clarify that.

A Thank you.

Q Exhibit 70 is that exhibit. At the top it
says Integrated Services Digital Network.

A Thank you. | do stand corrected.

Q Okay. And it says at the top of page one of
Exhibit 70, Integrated services digital network is a
digital architecture that provides an integrated
voi ce data capability to the custoner premises

facility. So it is a digital capability, is it not?
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1 A. It is a digital capability; that's true.
2 Q Inits -- in Quwest's market share anal ysi s,

3 has it included |ISDN basic rate service voice |ines

4 in that analysis?
5 A It has not.
6 Q Now, the PRS version of ISDN is essentially

7 a Tl-based | SDN application; is that right?

8 A That's correct.

9 Q O DS1?

10 A That is correct.

11 Q And it provides 1.544 negabytes of capacity?
12 A It does, and that consists of 24 separate

13 channel s.
14 Q And typically that's divided up into 23 B
15 or bearer channels, and a single D channel, for data

16 channel ?

17 A My understanding is that it can be provi ded
18 in that manner or with 24 channels, voice channels.
19 Q And it mght be provided with 24 channels

20 where you ordered nore than one PRS and a D channe
21 and one of the PRS' s could control both?

22 A That' s one application

23 Q The -- a typical application of a PRS would
24 be to provide connectivity to a digital PBX; is that

25 right?
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A Yes.

JUDGE MACE: Could you tell us again what

PRS is?
MR, LEVIN. Let's see.
JUDGE MACE: Unl ess you haven't already.
MR, LEVIN. It's in the -- primary rate
servi ce.

JUDGE MACE: Thank you.
MR. LEVIN: And the reference to that is
page 29 of this exhibit.
JUDGE MACE: Thank you.
Q So the PRS is, again, a digital service, as

described in the tariff?

Q But when it provides service to a PBX, it
provi des a voice functionality?

A Yeah, it certainly can provide voice or
dat a.

Q And it provides essentially the sane
functionality to a digital PBX that anal og trunks
provide to an analog PBX; isn't that right?

A That's a reasonabl e statenment.

Q There m ght be sone additional features, but
it's basically the sane functionality?

A The core functionality is the sanme, but you
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are right. There are sone additional features that
digital services provide that anal og does not.

Q So the digital is what the analog is, plus
some extra features?

A That's fair.

Q Now, | think you' ve already said that
neither the | SDN basic rate service, nor the prinmary
rate service are part of the Qmest petition?

A That is correct.

Q And that includes the application of the PRS
for PBX. That is not part of the petition?

A That is correct, and | believe an analog to
that mght be -- if | can use the term anal og --
woul d be the DSS, digital switched service
functionality, which is also a Tl connected to a
digital PBX

Q We have an exhibit on that, as well

A Okay.

Q And you did not include the PRS nunbers as
voi ce channel s when you did your market share
anal ysis, did you?

A We did not include PRS in either the
whol esal e data nor the West retail data.

Q Exhibit 71 is digital switched service

which | think you just alluded to.
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JUDGE MACE: M. Levin, can | ask you to
speak nore directly into the m crophone? There may
be people in the back that can't hear you.

Q And again, digital switched service is
another digital service that provides the basic
channels that a digital PBX needs to function; is
that right?

A. Yes.

Q And t hese are channels that are commonly
used for voice service?

A They're commonly used for voice service
that's provided via digital PBX at the end user's
prem ses.

Q And as with the PRS that's used for PBX, it
provi des the functionality of an anal og PBX trunk,
pl us sone additional features?

A. That's fair.

Q Exhibit 72 is something called Uniform
Access Solution. And this is, | take it, another
digital service, because it's provided over DS1. And
it allows you to have a single nunmber with multiple
channel s?

A That's correct.

Q So this mght be used, let's say, by a

tel emarketing group that wanted a single nunber out
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1 there but had | ots of operators?

2 A That's one application | can think of, yes.
3 Q And again, this capability is sonething

4 which is simlar to what you get out of an anal og

5 PBX, but, again, it has some additional features,

6 A. Yes this is a digital feature that would

7 provi de a voice service, typically, to an end user

8 | ocation. And once again, since this was a DSl

9 service specifically, it was not included in Qwvest's
10 petition nor in the whol esal e data.

11 Q So it's not part of your market share

12 anal ysi s?

13 A It is not.

14 Q Let's skip Exhibit 74. 1 don't think we're
15 going to ask to introduce that into evidence.

16 Exhibit 75 is a data request, and it asked you

17 whet her M. -- whether, in your testinony, your

18 totals for Qwest business access |ines included

19 services provided over digital facilities?

20 A | see --

21 Q Excuse ne. You've just told us that there's
22 sonme services provided over digital facilities you
23 didn't include, but the answer to this is yes. Can
24 you explain what you neant when you said yes?

25 A Certainly. Let ne review page four. The
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1 questi on asked about page four, line 12 of ny

2 testinmony. Just for the court reporter, let ne

3 briefly read. M answer says, Yes, from Decenber

4 2001 to Decenber 2002, Qmest business |ocal exchange
5 retail access line base in Washi ngton declined from
6 approxi mately 706,000 |ines to about 615,000, a

7 decline of 13 percent.

8 Now, that nunber references all business

9 lines offered by Qwest in the state, including

10 anal og, digital, everything. That's a conbined | ook
11 at our narket and is offered for perspective to

12 denonstrate that we are facing continued conpetition
13 our base has declined in the state.

14 Q So should that include all DSO equival ents?
15 A. Yes, it included DSO, DS1, DS3, any service
16 provi ded on a switched basis to the busi ness market.
17 Q When you say on a switched basis, what's the
18 di fference between -- in other words, is a PRS a

19 swi t ched basis?

20 A Yes. |If you're talking about |SDN prinmary
21 rate; is that your question?

22 Q Yes.

23 A Yes, that would be a swi tched service, and
24 that would be included in this total

25 Q And the DSS Centrex?
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A. Yes. Again, this was offered for context.
This is the entire business market. Then, as ny
testi mony proceeds, we tal k about the specific narket
as we defined it in this state, which is a subset of
this total

Q Exhibit 76 is the question | just asked you,
and you said, yes, it is provided in a DSO equi val ent
basi s, based on active channels in nulti-channe
facilities; is that right?

A. That's right. W' re talking about in
service access lines on an equival ent basis.

Q Now, you haven't done a conparison of narket
shares with the conpetitors, with the CLECs on this
particul ar point, have you?

A No, we've not. We've defined market share
on the market as we define it, the rel evant market,
which is the range of Qwest anal og services in M.
Reynol ds' Exhibit A, as contrasted agai nst the
whol esal e services al so provided on an anal og basi s.

MR. LEVIN. Thank you. Due to your answers
to my questions, | can skip Exhibit 77 and 78. And
at this time, that concludes ny cross-exam nation of
this witness. | would nove the admi ssion of, let's
see, Exhibit --

JUDGE MACE: Sixty-four through 78, but you
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i ndi cated you were not going to offer 75; is that
correct?

MR, LEVIN.  Seventy-four was not offered,
and 77 and 78 were not offered.

JUDGE MACE: Seventy-four, 77 and 78. Is
there any objection to the adm ssion of the renmaining
exhi bits?

MR. SHERR: No objection

JUDGE MACE: |'Il admt those exhibits. And
M. ffitch?

MR. FFI TCH: Thank you, Your Honor

CROSS- EXAMI NATI ON
BY MR FFI TCH

Q Good afternoon, M. Teitzel

A Good afternoon, sir.

Q As you know, I'm Sinon ffitch, from Public
Counsel Ofice.

A. How are you?

Q Fine, thank you. Initially, Your Honor, |'d
like to offer by stipulation Public Counsel Exhibit
79. | believe Qnest has no objection to the
adm ssion of that exhibit.

JUDGE MACE: Seventy-nine. You've also had

mar ked 80 and 81. Is that --
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MR. FFITCH: That's correct. [|'m not
of fering those yet.

JUDGE MACE: All right.

MR, FFITCH: I'mjust offering 79 by
stipul ati on.

MR, SHERR: Qwest has no objection.

JUDGE MACE: Thank you.

Q Now, if you could turn to Exhibit 80, M.
Teitzel, and that's a response to a Public Counse
data request; correct?

A Yes, it is.

Q And in Part A of that data request, Qunest is
asked whet her custoners of Qeaest's business |oca
exchange service ever mgrate from|l ocal exchange
services to other Qwmest products; right?

A That is the question; that's correct.

Q That's the question. And the answer given
down below in Response Ais, It is possible that
custoners mgrate from Qwest business | ocal exchange
services to other Qwmest products; correct?

A That is correct.

Q And if we then go to subpart E of the
answer, there's sonme further explanation, where you
state that as part of Qwest's disconnection survey,

custoners have offered migration as a reason for
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di sconnection. That is the response there; correct?

A Yes, it is. That is the response.

Q And as you've already talked a little bit
about the disconnect survey, and we'll get to that in
a nonent, that's the disconnect survey you al ready
addressed with M. Levin or prior counsel; right?

A That's my recollection, yes.

Q And also in Part E, we ask whether Qwest has
conducted any studies within the past five years
exam ni ng busi ness custoners' substitution of other
Qwest products and services for the services |isted
in Attachnent A to the Qwest petition. 1In other
words, the services that are a subject of this

petition in this case. That's the question; correct?

Q And the answer on page two in Part Eis, To
Qnest' s know edge, neither Qaest nor anyone on behal f
of Qmest has conducted any other studies within the
past five years; correct?

A That is the answer; that's correct.

Q Now, let's turn, if you would, to Exhibit
82. | amskipping 81. As | prepared my cross,
realized | didn't have quite the right order here,
but we are skipping 81. W'Il come back to that.

Goi ng ahead to 82, in here, Exhibit 82, this is
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anot her Public Counsel data request in which we asked
a nunber of questions about disconnection of
custoners from Quvest services. |Is that generally

correct?

Q And we asked a nunber of questions. Part A,
the reasons for the disconnect; Part B, the quantity
of disconnects associated with the reasons, and then
there was a breakdown in C, D and E, disconnects
resulting fromcustoners calling Quwest, Dis CLECs
calling to make the di sconnection request, and E is
any that are initiated by Qwest directly, e.g, for
nonpaynment of bills. |Is that a fair statement of the
request ?

A That is fair.

Q So if we go to page two of the exhibit,
that's your answer. And you have al ready discussed
this alittle bit with prior counsel. This contains
those different disconnection reports. You've
i ndicated that there is shown on page two of the
exhi bit here a nunber, and these are confidentia
nunbers, but there's a nunber that's shown for
di sconnects due to conpetition; correct?

A Yes, there is.

Q And that's sort of in the top third of the
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page, | think hopefully everybody can find that,
won't read the nunber out loud. If we go to the
bottom of the far right-hand colum, we see the grand
total of disconnects on this chart, and that is the
total nunber of disconnects, which indicates, does it
not, that there are a significant nunber of

di sconnects for reasons other than conpetition
correct?

A Yes, it does.

Q And to just generally represent the
proportion, a mnority of the disconnects are for
conpetition, rather -- | don't want to get into
confidential nunbers here, but a mnority, a mnor
fraction is the result of conparing those two
nunbers; correct?

A I would not necessarily agree with the
characterization mnor fraction. | would say |ess
than 50 percent for that reason, certainly.

Q Okay. | was trying to not get too specific,
but I would agree with that. People can do the math.
If we turn to page five of the exhibit, these are the
Qnest-initiated di sconnects; correct?

A. Yes, they are.

Q And | notice, isn't it true that none of the

reasons given in the far right-hand col unm on page
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five is product mgration; correct?

A That is true.

Q Now, here's a general question for you, M.
Teitzel. |If a Qwest custonmer sinply changes from one
Qnest service to another, that isn't necessarily
characterized as a disconnect, is it?

A No, it's not. And | would say, in nmany
i nstances, that order would cone through as a change
order, where it's changing fromone type of service
to another, not as a disconnect order

Q Okay. So this exhibit doesn't show the
total universe of custonmers changing from one kind of
service to another?

A No, it would not.

Q Let's turn now to Exhibit 81. Do you have

A Yes, | do.

Q Now, this, again, is a Public Counsel data
request which has three parts, and just sort of
summari zing the request, we refer to Qumest quarterly
report and ask Qmest to provide the total voice grade
equi val ent access |ines for business custonmers for
Qnest in Washington for a three-year period; correct?

A That is correct.

Q Now, and you've provided that answer in
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confidential attachnent page three to the exhibit;
correct?

A Yes, we have.

Q And let's take a look at that. This exhibit
descri bes the answer. |Is the label at the top
confidential? 1Is it possible to read that -- for ne
to read that out |oud, the description of what the
data is?

MR. SHERR: That's fine.

JUDGE MACE: |'m sorry, the answer was?

MR, SHERR: |'m sorry. The answer was yes,
it's fine to read the title.

Q Okay. Again, this is the total voice grade
equi val ent access lines for business custonmers in
Washi ngton for the years 1999, 2000, 2001 and 2002.
And the grand totals are shown in the bottom row,
correct?

A Yes, they are.

Q And if we go fromleft to right across that
page, we see an increase of approxinmtely a
threefold, or 300 percent increase in those tota
access |ine equivalents, do we not?

A. Yes, but here | need to clarify, and maybe
you're going to get to this question with the next

page, but these -- this is very inportant. These
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access lines are not Qwest retail |ocal exchange type
access lines. These lines include, as we mentioned
earlier, DSO equivalents from DS1 and DS3 servi ces,
they include UNE-P lines that are sold to CLECs, they
i ncl ude unbundl ed | oops that are sold to CLECs.
Those lines are all counted as, quote unquote,
busi ness lines for this definition, so there's not a
direct corollary there.
Q And you're referring to page four of the
exhibit, and if you turn to that, that lists the
voi ce grade equi val ent product categories; correct?
A That is correct.
Q And if we go down that list in both colums,
we can see sone services that are subject of a
petition -- of this petition in this case; correct?
A | would agree with that.
Q And this includes both analog and digita
services; correct?
A Yes, it does, in addition to the whol esal e
services we di scussed.
MR, FFITCH. Al right. My | just have a
moment, Your Honor?
JUDGE MACE: Okay.
MR, FFITCH: No further questions, Your

Honor. Thank you, M. Teitzel
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THE W TNESS: Thank you, sir.

JUDGE MACE: And how about your exhibits?

MR. FFITCH: | would like to offer the
exhibits. Exhibits 80 through 82, please, for Public
Counsel

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

MR. SHERR: No objection

JUDGE MACE: | will admt those. Next we
turn to M. Melnikoff.

MR. MELNI KOFF: Thank you, Your Honor

CROSS- EXAMI NATI ON
BY MR MELN KOFF:

Q Good afternoon, M. Teitzel

A Good afternoon, sir.

Q My nanme is Stephen Mel ni koff, as you know,
and | represent the consumer interests of the
Department of Defense and all other federal executive
agencies. 1'd like to go over --

JUDGE MACE: Excuse nme, M. Melnikoff, would
you pl ease speak right into the m crophone?
MR, MELNI KOFF: |'m sorry.
Q I'd like to clarify a couple of nunbers of

-- the amount of conpetitors seens to ebb and fl ow
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dependi ng on where you read. On Exhibit Nunber 51,
your direct testinony, | believe it's page 6, |ines
three through seven, you indicate, as of April 30th,
2003, a total of 78 carriers purchase whol esal e
services from Quest to serve their Washi ngton

custoners; is that correct?

A That is correct.
Q How did you obtain that information?
A Qwest, on a nonthly basis, tracks al

whol esal e services that we provide to CLECs in this
state and others, and we track every type of
whol esal e service we sell, including the UNE | oops,
the UNE platform | oops we've tal ked about in this
docket, also including |ocal interconnection service
trunks, collocation, nunber portability, every
category of whol esale service that we offer. So this
total represents the CLECs that are buying one of
t hose whol esal e services, not only the services we're
tal ki ng about here in this specific proceeding
relative to UNEs or UNE-P

Q So the 70 -- as | understand your response,
the 78 identified conpetitors would be providing nore
than just | ocal voice grade business service?

A Possi bl y.

Q Now, in M. Reynolds' direct testinony,
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believe it's Exhibit Nunber 1, he indicated that --
and in his testinmony yesterday, he indicated that as
of January 12th, 2002, | believe it was, he had

i dentified 37 competitors?

A. M. Reynolds identified 37 conpetitors were
buyi ng stand-al one UNE | oops or UNE platform from
Qnest. That would be a subset of this nunber

Q And in M. WIlson's testinony, which is
Exhi bit Nunber 201, page 12, he indicated that the
response from CLECs to the data request pursuant to
Conmmi ssi on Order Nunmber 6, he got 24, | believe,
responses?

A | believe | recall he had 24 responses at
that time. Sone CLECs apparently had not responded.

Q O did not exist?

A My under st andi ng was he sent data requests
to CLECs that actually did exist, but some of those
CLECs did not respond, but you can ask M. W] son
t hat question.

Q | intend to. Thank you. How do you
reconcile your 78 with M. Wlson's 24?7 O |'m
sorry.

A There was no reconciliation done. It was
sinmply a report by nme, a factual report of the tota

nunber of CLECs who were purchasi ng whol esal e
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1 el ements from Qnest.

2 Q Do you still contend that there are

3 currently conpeting in Washington State for Quest

4 provi sion of |ocal business service 78 conpetitors?
5 A. I'"'mnot sure of the precise nunber at this
6 point, and I'm not even asserting that all of the 78
7 are, in fact, conpeting actively with Qunest. |

8 sinmply asserted that there were 78 CLECs buying

9 whol esal e services from Quest, and that is very

10 factual .

11 Q And when you say conpeting with Qaest, you
12 mean conpeting with Quwest for business |ocal exchange
13 service?

14 A That's correct. |In fact, some of these

15 CLECs may be only providing service to residentia

16 custoners, as an exanpl e.

17 Q If we could go to your -- I'd like to go to
18 a different area. And | want to get a clarification
19 on your definition of an open narket and effective

20 conpetition. On page 12 of Exhibit 51, lines 19

21 through -- | believe it's 20.

22 A Yes.

23 Q Yeah, lines 19 through 20, you say, The
24 business, and |'mquoting -- |I'msorry, The open

25 conpetitive market in Washington represents effective
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1 conpetition for Qunest's | ocal exchange business

2 service

3 When you say on line 20 effective

4 conpetition, do you nean the statute's definition of
5 effective conpetition? And let ne read you that.

6 This is from 80.36.330. Effective conpetition neans
7 that custoners of the service have reasonably

8 avail abl e alternatives and that the service is not

9 provided to a significant captive custonmer base.

10 A. | think it's fair to say that | had that

11 definition in mnd when | wote this sentence, and
12 bel i eve this sentence to be true.

13 Q Is the basis for your conclusion that the
14 mar ket is open to conpetition based on the FCC s

15 approval of Qwaest's Section 271 application in

16 Washi ngt on?

17 A Well, said another way, the Section 271

18 approval in this state was preconditioned on the

19 mar ket bei ng open and Qaest havi ng processes in place
20 to provide service to neet the requirenents of the

21 Section 271 of the act, and that the markets wl|l

22 remain open. |'ve tal ked about that in ny testinony,
23 as well. So certainly markets are open denonstrably
24 inthis state, and | believe that conpetition is now

25 in place in large part because of that openness.
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Q Is it your view that because of the Section
271 finding of open conpetition, that that represents
effective conpetition within the nmeaning of the
statute, and that Qwmest has nmet its burden under the
recl assification statute?

A. It's my opinion and my testinony that
effective conpetition is here because nmarkets are
open, so they are certainly related. 1'm not
testifying that Section 271 approval equals effective
conpetition. It doesn't, but it sets the stage for
effective conpetition that is now here.

Q Section 271 doesn't distinguish between
| arge business and small business, is that correct,
when the approval's given?

A It does not, other than that there is a
requirenent in the track A section of Section 271
that there nmust be conpetition both in the business
and residential marketpl aces.

Q And the 271 approval doesn't nake a
di stinction between business and residential; is that
correct?

A Let me try to respond. | do not believe
that Section 271 approval would have been granted
were there not any residential conpetition, so

think, to that extent, there is a distinction and
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Qnest satisfied that distinction.

Q Does the 271 approval, the approval itself,
i ndicate that there's an open market in Washi ngton?

A | apologize. I'mtrying to answer your
question directly. Are you tal king about the FCC s
order approving Section 271 in Washi ngton?

Q Yes, the fact that you -- that Qnest

obtai ned 271 approval in Washi ngton?

A And your question was do they recognize?
Q Does that --

A I'msorry.

Q | apol ogi ze. Does the approval, the fact

that Qwest has obtai ned approval for Washi ngton, 271
approval, does that indicate that the market is --
the market is conpetitively open in Washi ngton?

A 271 approval neans that narkets are open,
that Qnest has met the conpetitive checklist to the
FCC s satisfaction, so it neans the market is open
and that that approval does not nean the market is
effectively conpetitive, if that was your question

Q No, it wasn't ny question. And there's no
distinction made by the FCC with that approval that
they're only speaking about busi ness market or | arge
busi ness market or small business nmarket or

residential market? |t neans that the market in
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Washi ngton is open?

A Yes.

Q Is it your view that Section 271 approval --
that given the Section 271 approval, there is, by
definition, an open market for residential |oca
service throughout Qaest's territory, Washington
territory?

A It's my contention that markets are open in
the residential market, as well as the business
market. In this proceeding, we're not presenting any
resi dential evidence, and | would assert that we
don't have as much conpetition on a percentage basis
in the residential market, but those markets are
open.

Q Ever ywher e t hroughout Washi ngton State?

Yes. And -- pardon ne, in Qwest's service
territory in the state of Washi ngton

Q Is it your belief that the residentia
mar ket is effectively conpetitive, based on the fact
that there is an open market everywhere throughout
Qnest's territory in Washington State?

A I frankly haven't assessed the degree of
residential conpetition on a granular wire center by
wire center basis, as we have done here in this

proceeding, so | can't honestly testify that there is
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1 conpetition certainly to the degree we see in

2 busi ness in every wire center.

3 JUDGE MACE: M. Melnikoff, I'mnot sure

4 where you're going with your questions about the

5 residential market. |'mnot sure how beneficial the
6 answers are to the record. If you have a way of

7 tying it up, |I'd be happy to have you ask them but

9 MR. MELNI KOFF: That was ny |ast question in
10 t hat area.

11 Q I'd like to go to one area very quickly,

12 wirel ess Vol P.

13 A Yes, sir.

14 Q Is it true that wirel ess services introduce
15 problenms or at |east issues for a customer with

16 regard to security, with regard to interoperability,
17 with regard to survivability, and with regard to

18 qual ity and accuracy in transm ssion?

19 MR, SHERR: Your Honor, |'m going to object.
20 That was a conpound questi on.

21 MR, MELNI KOFF: Al'l right. [I'll ask them
22 one at a tine.

23 Q Is it true that wirel ess services introduce
24 probl enms or at |east issues that need to be

25 consi dered by custonmers on the basis -- with regard
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to security issues?

A | apol ogi ze. When you say security, are you
tal ki ng about the security of the transni ssion,
security of the call?

Q That's correct.

A. W rel ess services, unless there's specia
encodi ng, which sone providers offer, can be subject
to intercept in certain applications, |I'm aware of
that, if that addresses the question

Q Do they also -- wireless services introduce
problems with interoperability with other equiprent,
comuni cati ons equi pnent that the custoner may have?

A ["'mnot sure | fully understand that
question, either. If you're asking about can
Wi rel ess services operate as an extension or an
adj unct service to a wireline custoner service, can
that be done, ny response to that question would be
yes, it can be done. | tal ked about some CPEs, sone
custoner prem ses equi pnent called a Vox Link that
allows a wirel ess phone to work as a bay station.

Q But the custonmer would have to be carefu
that the signals are appropriately transmtted and
that the characteristics of the transm ssion are not
di storted; is that not true?

A I think that's reasonabl e.
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Q Are there quality considerations in accuracy
and transnission that are different than anal og
equi pnent when you introduce w reless transm ssion --
or wireless services?

A. That's a difficult question, because there's
so many versions of wireless in the market at this
point. The |latest versions of wreless have
certainly overcome many, if not all of those
concerns. The older versions of wireless, the nore
anal og services in nature, if you will, that have not
been upgraded, would have nore of those issues. So
it depends on the carrier and their network.

Q Now I'1l ask you the same series of
questions with the voice over Internet protocol. Are
there issues raised by security -- or with security?

A I"mnot sure what those issues would be for
Vol P, frankly. | think that it's fairly conparable
to a single flat business line in terms of security.

Q If it's connected to the Internet, doesn't
that add an additional port that's open to hackers?

A That's a potential.

Q So then that would be a security issue?

Well, in terns of bal ance and equi val ency
between the two, certainly a flat business line could

be tapped into by sonmeone who is deternined to do so.
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The sane coul d be said of voice over Internet.

Q Is there interoperability issues introduced
by voice over Internet?

A Again, it depends on the application. |If
we're tal king about a very sinple exanple, a single
party flat business line, if a custoner chose to
renove the single party flat business |ine and use
t he voice over Internet service, the service would
work very nmuch the sane. Local calls could be nade
| ong distance calls could be made, features can be
used as offered by the Vol P provider, so | think
there's a |ot of conparability.

Q Survivability of virus and terrorists and
bl ackouts, is that an issue that is introduced by
Vol P?

A Once again, frankly, |I'mnot sure that Vol P
has nore of those issues than does the | ocal exchange
network. If a switch, a 5-E switch offered by Quest
or a CLEC was hit by a terrorist bonb, God forbid, it
woul d certainly have an inpact on the custoner, as
woul d an attack on the Internet.

Q But a bl ackout or a virus attack against an
Internet portal or router?

A That certainly is a possibility.

Q Wuld it surprise you that post-9/11, that
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busi ness custoners |ike DOD and the federal executive
agencies, both as its -- inits large user capacity
and its small business capacity, prohibit or severely
restrict the use of wireless?

A. I was not aware of that, frankly.

Q Are you aware of the sanme -- the possibility
of the sanme restrictions or prohibitions with the use
of Vol P?

A I"mfrankly not aware, nor have | seen the
prohibitions if they exist. That would surprise ne,
however, if there was a strict prohibition against
the use of that service

Q Let me go to one other area of your
testinony. That's page 12 of your rebutta
testinmony, and | believe your rebuttal testinony is
mar ked Exhi bit Nunber 60. Looking at |ine -- page
12, line 17 through, | guess, 20.

A I have that cite.

Q Where you suggest that it's not surprising
that states with |Independents, capital |
I ndependents, serving significant largely rural areas
within a state will have a | ower statew de CLEC
mar ket share val ue than nore densely popul ated | arger
urban states?

A That's correct.
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1 Q Is that -- and that's in a conparison

2 bet ween one state to another; correct?

3 A Yes, it is.

4 Q Is the same true within a state? |In other

5 wor ds, disregarding any i ndependent tel ephone conpany

6 operations in generally nore densely popul ated areas

7 shoul d have greater CLEC market share than rura

8 areas in that same state?

9 A I think it's fair to say that in the CLEC
10 i ndustry, there are a greater nunber of CLECs and a
11 greater proliferation of CLECs in the nore densely
12 popul ated areas. That's where the opportunities are,
13 the margi ns are, and obviously where nore of the
14 custoners are. However, having said that, our
15 evidence in this case, and | think it's corroborated
16 by Staff, is that CLECs are now di spersed virtually
17 t hroughout the state. The degrees vary of

18 di spersion, but they're there.

19 MR. MELNI KOFF: Thank you, M. Teit zel
20 That's all | have.
21 JUDGE MACE: Thank you. M. Butler. Well

22 et me just check. Ckay. M. Butler
23
24 CROSS- EXAMI NATI ON

25 BY MR. BUTLER
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Q I have a few questions regardi ng direct
i nward dialing service, DI D service

A Okay.

Q First off, the Qvest Washington intrastate
tariff for DID service is found in Exhibit 67; is
that correct?

A That is correct.

Q In your discussion with M. Levin, | believe
you testified that DID trunk circuit term nations are
avail abl e pursuant to this tariff for both anal og and
digital trunks; is that correct?

A Yes.

Q DID service is one of the services listed in
the Qnest petition for conpetitive classification; is
that correct?

A It is.

Q If the Commi ssion were to grant the
conmpany's petition in this case, would DI D trunk
connections for digital trunks also be conpetitively
classified, or just for analog trunks?

A The DI D service doesn't designhate digita
applications, as would Centrex primary rate, as we
di scussed earlier, which has a specific |ISDN
conponent, so as | sit here, | couldn't nake that

concessi on on behal f of the conpany. | think the
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service is characterized in a different way here in
the tariff. There's not a digital elenent to delete,
if you will, in the service.

Q Okay. So if | understood your answer, it is
that DI D service would be conpetitively classified,
whether it's provided in connection with digita
trunks or analog trunks; is that correct?

A I don't have the authority to make a
representation other than that on behalf of the
conpany as | sit here.

Q Excuse ne, but maybe |I'ma little dense.
What representation are you maki ng?

A That some portion of DID could be fragnented
out, as we discussed previously, with I SDN, primry
rate and Centrex. In this case, there is no digita
identifier in the tariff. It's strictly a DID
function that allows inward dialing to stations
behi nd a PBX

Q It is correct, is it not, that in your
digital switched service tariff there are references
to DID services for digital switched service trunks,
and that those prices and ternms and conditions are to
be found in Section 5.3.4 of WNU- 407?

A | believe that tariff cross-references this

one, as does the analog |ocal exchange tariff for PBX
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trunks.

MR. BUTLER: Could | ask as a record
requi sition a cormitnment fromthe conpany one way or
t he ot her about whether DID service that is ordered
in connection with digital trunks would be covered by
this petition or not?

JUDGE MACE: That would be Record
Requi siti on Nunmber 8. Are you clear about the
guestion?

MR, SHERR: Yes, | am Thank you.

Q It is the case, isn't it, M. Teitzel, that
a nunmber of Qwest business custoners, |arger
customers, order blocks of DI D nunbers, and sone of
t hose bl ocks of nunbers can be as |arge as 10, 000
nunber s?

A | believe that to be correct.

Q Okay. And they do so in order to internmesh
their switches, to direct traffic to various
facilities, allows themto do | east cost routing and
admi ni ster their networks; is that correct?

A That's fair.

Q If these custoners were not able to reserve
entire bl ocks of nunmbers, it would require a |arge
nunber of switch entries in order to sort out calls,

or it certainly would be logistically and
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1 economcally difficult for them would you agree with
2 t hat ?

3 A Wul d you ask me that question again,

4 pl ease, in terms of the administrative difficulty.

5 Q If they were not able to order these bl ocks
6 of nunbers, it would be logistically and economically
7 difficult for these custoners in adm nistering their
8 net wor ks?

9 A Again, | think it may be a matter of degree.
10 | think, in ternms of adm nistering DID nunbers in

11 context of a PBX switch, an el ectronic PBX switch

12 it's a mtter of the nunbers being programed in.

13 Wth DD, typically the programr ng can be done

14 sequentially with nunbers in ascendi ng order, for

15 exanple. I|I'mnot sure if it's any nmore difficult to
16 programin nunbers sequentially or nonsequentially,
17 so it depends on the application, | think

18 Q Custoners certainly perceive that there is
19 value in ordering entire blocks of nunbers; isn't

20 that correct?

21 A Custonmers do see value in that and we do

22 sell them on that basis.

23 Q And in fact, they pay -- | believe the rate
24 is 15 cents per nunber per nonth; is that correct?

25 A That's my recollection
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Q Ckay. Would the price for nunbers be
subject to pricing flexibility, as well, if your
petition were granted?

A Yes.

Q I"d like now to direct your attention to
what has been marked for identification as Exhibit
62, please

A | have that exhibit.

Q And that is the Qnest response to Public
Counsel Data Request 05-030, and you are indicated as
bei ng the individual that answered this request; is
that correct?

A That is correct.

MR, BUTLER: Ckay. |'d nove the adm ssion
of Exhibit 62 at this time.

JUDGE MACE: Any objection to the adm ssion?
['11 admit it.

Q In your response in Exhibit 62, you indicate
that the Qwest Washi ngton SGAT specifies that a
party, in this case, Qwest, shall offer nunber
portability for any portion of an existing DID bl ock
wi t hout being required to port the entire block of
DI D nunbers, and then you go on to indicate that this
is consistent with Qwest's | ocal nunber portability

policy, which provides for nunber portability only
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for working tel ephone nunbers.

A That's correct.

Q Are the nunmbers in a DI D block which are not
associated with a trunk circuit termnation
consi dered worki ng tel ephone nunbers or nonworKki ng
t el ephone nunbers?

A If they're not active and not capabl e of
being -- having calls directed to them they'd be
consi dered nonwor Ki ng.

Q Okay. So if | understand correctly, if a
busi ness custonmer that orders a bl ock of DI D nunbers
were to decide to change its DI D service from Qnest
to an alternative provider, that they would not be
able to port the, for conveni ence purposes, |'Il

refer to the nonworking reserved nunbers; is that

correct?

A That is correct. That's consistent with the
SGAT.

Q And so if that customer felt it were

i mportant to be able to have access to an entire
bl ock of numbers, in order to nove its DI D service to
an alternative provider, it would have to give up its
exi sting nunbers; is that correct?

A The CLEC woul d have to forgo their right to

use the DI D nunbers that were not yet working or not
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yet assigned. Then they would be certainly free to
take the working DI D phone nunbers with themto the
alternate provider.

Q But the custoner would then have to use, if
they felt it was inportant to have an entire DI D
bl ock, they would have to change all of their nunbers
to move to a CLEC, correct?

A I"'mnot sure | fully tracked that entire
question. | think |I responded that the custoner, the
PBX custoner that uses DID can port or take all of
their working DI D phone nunbers with themif they
| eave Quwest for a CLEC.

Q Well, ny question is if that customner
believed that it was inportant for the adm nistration
of its network to have access to an entire block of
sequential nunbers, in order to have that capability
and to -- if it were to switch its DD service to an
alternative carrier, it would, in effect, have to
give up its existing nunbers, is that correct,
because it would no |longer be able to have access to
the reserved nonwor ki ng nunbers that are in that DID
bl ock?

A. I think, to use your term the custoner
woul d rescind the right to use the nunbers that are

not currently working that may be held in reserve.
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Q And woul d you agree that for a business to
have to change historic nunbers could be very
expensive for then? For exanple, they would have to
change switch entries, they would have to change
directories, numbers in service manual s, nunbers in
cat al ogs, business cards, all that sort of thing?
That can be expensive.

A Well, | would not agree with your
characterization entirely. If a custoner that, for
exanpl e, had 100 DI D nunbers that were working were
to | eave Qwest for a CLEC, let's say the custoner had
50 numbers in reserve, that entire block of 100
nunbers would go with the customer to the CLEC, and
typically business custoners would have the | ead
nunber in that PBX |listed on the business card. |If
they had individual station nunbers on the business
cards, those would also go with the custonmer. It
woul d strictly be a matter of any future tel ephone
nunbers being added to that system and in ny mnd,
those woul d be different nunmbers from any active
nunbers the custoner currently has in any respect.

Q Let's use a hypothetical exanple of an
ai rpl ane manufacturer that orders bl ocks of 10,000
nunbers and has DI D nunbers in its airline service

manual s and catal ogs that are distributed throughout
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the world. It could be expensive, in that case, if
they had to change those nunbers. Wbuld you agree
with that?

A ' msuggesting to you, M. Butler, that if
the customer had those nunbers as active DI D nunbers
when they | eave Qwest, those nunbers woul d not
change. That customer takes those nunbers with him
or her.

Q And again, if they had to -- if they felt it
was inportant for administration of their network to
have an entire block of sequential nunbers, that if
they were to nove to a CLEC, they would, in effect,
have to forgo those working nunbers in order to
retain access to an entire block; isn't that correct?

A. If they wished to have a brand new DI D
nunber bl ock that was unbroken, they would have to
forgo the nunbers that were working in that exanple,
but that would be an option.

Q Okay. | think we got where | needed to get
on that. One final question. You tal ked about voice
over | P service for use in business networks. Isn't
it the case that a | arge business with a private
net work, maybe they inplenent voice over |IP for that
i nternal corporate network, but if they want nenbers

of the public to be able to dial in to enpl oyees,
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they are still going to have to have trunk
connections to the public switched tel ephone network
and DI D nunbers?

A I'"'mnot sure that's necessarily true in al
cases. Thinking of the Vonage exanple that we tal ked
about earlier, in a nore snall business application
but certainly that could be integrated into a | arger

busi ness application also on a single line basis if

br oadband access was available. 1In that case, there
is no DID.
Q Let me put this in the context of the |arge

corporate custonmer that has a large network. Even if
they were to inplenent voice over IP within their
i nternal network, but they're still going to have to
mai ntai n connections to the public network and DI D
nunbers if they want nenbers of the public to be able
to call directly to the enployees, and --
A I think, in very |large business application

that woul d probably be true.

MR, BUTLER: Ckay. | have no further
guestions. Thank you.

JUDGE MACE: Let's turn to the Conmi ssioners

at this point.

EXAMI NATI ON



0504

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BY CHAI RWOVAN SHOWALTER

Q Yes, regarding M. Butler's questions about
DI D custoners, does the custoner pay based on the
nunber of working lines or does the customer pay, in
effect, for a whole block of 10,000 and get to add
additional lines for free?

A The custonmer would pay on the DID
application for the trunk itself that would serve the
PBX trunk and every DI D nunber that's actually in
service. They're not charged on a per-nunber basis
until the numbers are activated.

Q Al right. But in order to use additiona

lines, there is an additional charge, additiona

nunber ?

A Yes.

Q There is an additional charge?

A Yes.

Q Al so, | have a question regardi ng Exhibit
81-C

A | have that.

Q Page three. I'mtrying to square these

nunbers with sone of the many other nunbers that
we've had so far, and | understand that these are
voi ce grade equival ents, and | understand these are

bot h whol esale and retail |ines?
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A That's correct.

Q But still, relative to the other nunbers
we' ve been discussing, these are very | arge nunbers,
so | want to ask you whether certain other nunbers
we' ve di scussed are subsets of this group, and then
what el se may be a subset of this group. So for
exanple, if you would turn to Exhibit 24-C.

A | have that.

Q Page two.

A | have that.

Q The far right columm has a basic exchange
busi ness access lines, and I'mgoing to | ook at the
one for January 2003, since that's quite close to the
end of Decenber --

A Sur e.

Q -- 2002. Al right. |Is that nunber a
subset of the nunber in Exhibit 81-C? | guess let's
| ook at the 2002 year, and | recognize there's a
one-nont h difference.

A Yes, it would be a subset of that numnber.

Q Al right. So I'"mgoing to -- that's
roughly X percent of that nunber, and we'll keep that
in mnd. Then there were sone nunbers that M.
Reynol ds di scussed yesterday, and |'ve got to

renmenber, but | don't believe those nunbers were
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confidential. Renmenber we were tal king about the
CLEC nunber of I|ines?

MS. SINGER NELSON: Ch, yeah

CHAl RMOMAN SHOWALTER: The digital numnber of
lines. That was not confidential?

MS. SI NGER NELSON:  No.

Q ' mrenmenbering the nunber 3,300, which
translated to a voice equival ent of 80,000. Those
were digital lines. So is that a subset of the
figures on -- in 81-C?

A Yes, it is.

Q Now, then, | also recall another nunber
which was Qwest digital, and | believe it was about
175, 000 voice grade equivalent. 1Is that a subset of
this nunber?

A Yes, it is.

Q And then there was a nunber of about
104, 000, which I believe is the -- | hope that's not
confidential. No, which is the nunber of resale
UNE-P and UNE |l oop lines, | believe, sold from Qunest
to the CLECs?

A That's also --

Q Is that a subset of this -- of the -- of
Exhi bit 81-C?

A Yes, resale, UNE-P and UNE | oop are also in
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t hese nunbers.

Q And so far have | identified nutually
excl usive groups of nunbers?

A | believe you have

Q Ckay. Well, now, then, there was one nore
figure. The 3,300 was conpared to 3,500, so that was
200 times 24, | think, would be about 48, 000 voice
grade equivalents. But do you recall when M.
Reynol ds was di scussi ng that number?

A. I do recall that, yes.

Q So is that an additional subset of these
nunbers of Exhibit 81-C?

A I"mtrying to recall. | believe that value
was associ ated with high-capacity services provided
to CLECs, so if ny recollection is correct, that
woul d al so be a subset of these nunmbers --

Q Al right.

A -- in Exhibit 81

Q Now, not all of these nunbers are public, |
don't believe, because the nunber for basic exchange
busi ness access lines in January of 2003, is that
confidential or not?

MR, SHERR: That one actually is not. The
remai ning i nformation on the page is confidential

Q Wel |, that nunmber was 517,564. So if | add
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all of those up, and |I don't have a cal cul ator up
here --

MR. FFI TCH: Your Honor, could | just
interject?

CHAl RWOVAN SHOWALTER:  Yes.

MR, FFITCH: If you're going to be adding
them | believe you said that the 200 lines --

CHAI RMOVAN SHOWALTER:  Why don't you speak
into the m crophone. Not everyone can hear you.

MR, FFITCH: | think you msnultiplied one
of the factors. | believe it was the -- conparing
the 3,300 and the 3,500.

CHAI RWOVAN SHOMALTER:  Mm hmm

MR, FFITCH  You've multiplied the
additional 200 times 24, and | believe you said
48,000, and | think that should be 4, 800.

Q Okay. So wait a minute. Do you have a
cal cul ator with you?

A | do.

Q Al right. Then I'"'mgoing to give you what
|'"ve calculated so far. |It's 517,564 is Quest's
basi ¢ busi ness.

A. Ckay.

Q 175,000, which was Qunest's digital voice

grade equival ent, rough ball park.



0509

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Ckay.

104, 000 for the CLEC resold UNE, UNE-P

> o >

Okay.

Q 80, 000 for voice grade equival ent CLEC
digital, and then 4,800 for that additional 200, and
I'"ve kind of forgotten what it is, but it's CLEC

digital. Al right?

A Yes.

Q what does that add up to?

A 881, 364.

Q Al right. So actually, that's close enough

here. |Is there any other -- when | conpare that
figure to the figure on page -- Exhibit 81-C, page
three -- oh, no, it's way off. That's the problem
I'"'mhaving a hard time figuring out -- it's off by an
order of magnitude, isn't it?

A Vell, | think the total -- |I'mnot sure
Can | read it?

MR. SHERR:  No.

Q You don't need to read the total, but what
-- if everything that |I listed is a subset of Exhibit
81-C, what am | mi ssing?

A. I can help you, | think.

Q Okay.

A Notice the public coin lines are in this



0510

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

data in Exhibit 81-C, and public coin |ines have not
been identified in any of your nunbers so far

Q Is that a nmjor conponent of --

A I don't have the precise nunber,
unfortunately, with me at the stand, but it is
several thousand, | woul d assert.

Q Wel'l, okay.

A And then also | believe that the data in
Exhi bit 81 includes Qunest official company lines,
which are not offered on a retail basis, obviously,
to custonmers. And we have in this state severa
t housand Qwest official conpany lines, also.

Q Al right. But am | m sreadi ng sonething?
It just seens |like there's some huge gap between ny
short list of nunbers and this total, and sonething
nmust explain it.

MR. SHERR: At the risk of being
i nappropriate, can | try to help a little bit?

CHAl RWNOVAN SHOWALTER:  Yes, | think that
woul d speed things al ong.

MR, SHERR: Okay. | apologize. Should I do
it in the formof a question or should | just offer
you a possi bl e expl anati on?

CHAl RAOMAN SHOWALTER: | think it's

perm ssible to ask this witness a fairly |eading
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question because | just need the explanation

REDI RECT EXAMI NATI ON
BY MR SHERR

Q Ckay. M. Teitzel, if you could | ook at
page four of Exhibit 81, which is the page with the
[ist of --

A Yes, | have that page.

Q Okay. If you look in the right-hand col um
of that, do you see services that are digita
services that are not -- have not been included in
any of the totals that we've tal ked about so far?

A Yes, | do.

Q Coul d you read sone of those services?

A. Sone exanpl es would be frane relay, port,
DSO, DS1, DS3, or subsets of frane relay, | see SHNS
port, that stands for self-healing network service,
that's a fiber-based service, and that is al so broken
into subcategories, DS1, DS3, 0OCl12, 0OC3, 0OC48, and
there are others, also.

Q Are sone of these services also that are in
the right-hand colum, for instance, in the FCC
tariff, as opposed to being intrastate services?

A Yes, they are.

Q Do you know what sone of those are or could
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you identify those?

A | believe | know, but |I'mreluctant to offer
an answer on the record, because |'m not absolutely
certain.

Q Ckay. Well, let nme try this. How many
voi ce grade equivalents are there in a DS1?

A There are 24.

Q How many voi ce grade equivalents are there
in a DS3?

A. Twenty-four tinmes 24, whatever that nunber

Q You have a calculator. |Is it 24 tines 28 or
24 times 247

A. I should know this, and unfortunately I
don't. It is one or the other, | believe.

Q Okay. Well, what is 24 tines 28?

A. Si x-sevent y-two.

Q Okay. Do you know how many voi ce grade

equi val ents there are on an 0OC3?

A OC3 is an order of mmgnitude once again
beyond that. |'mnot sure of the precise nunber in
the OC3. |It's an optical service based on fiber

Q Does that nean roughly 24 tinmes 24 tines 24,
or 24 times 28 tines 28?

A | think so.
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Q When you say an order of magnitude?

A It's a logarithm c increase in the channel
capacity.

Q I've never done this before, but would you

accept subject to check --

A. That is |eading.

Q -- just to kind of cut to the chase here,
that an OC48 woul d --

MR. FFI TCH.  Obj ecti on.

Q -- would equate to 32,256 voice grade
equi val ent s?

A I'd accept that subject to check.

Q And there are at least three, or there are
three OC48 type services listed on this exhibit, are
there not?

A Yes, there are.

MR. SHERR  Your Honor, | don't think I've
gone through all of these, but | think that's the
flavor of what's m ssing.

CHAl RMOVAN SHOWALTER:  No, thank you for
clarifying that. Thanks. | think that does explain

t hat .

EXAMI NATI ON

BY CHAI RWOVAN SHOWALTER:
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Q Is there anywhere in this record where it's
stated the nunber of wireless |ines that Quest has as
of the end of Decenber 2002?

A. Nurmber of wireless |ines that our Quest
Wreless subsidiary has, | don't believe that nunber
is in the record.

Q Okay. | would like that. That would be a
bench request.

JUDGE MACE: That woul d be Bench Request
Nunmber 1. And that's as of the end of 2002, or from
the end of 2002?

CHAl RWOVAN SHOWALTER: My intent is to nake
it as comparable in time to the other rel evant
informati on that we're | ooking at.

MR, SHERR: And for the state of Washington?

CHAI RNOVAN SHOWALTER:  Yes.

Q | believe you answered a question about
Vol P, tell ne if it wasn't, in which you said an ATA
adapter would be needed. |Is that for Vol P?

A Yes, it is, and a --

Q What's the approxi mate cost of that
equi pnent ?

A. I can tell you that was specifically with
t he Vonage service, which is one of the premere VolP

services |'ve seen advertised in this state, the
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1 nonrecurring charge for that, | believe, is 29.99,
2 and that would include everything you'd need to get

3 set up with Vol P, including the adapter.

4 Q Dol | ars, thousands, what?

5 A. I["msorry, $29.99. And then the recurring
6 price, | believe, is $49 for that service.

7 Q That's all the questions | have. Thank you.
8 A Thank you.

9 JUDGE MACE: Commi ssioner Oshie.

10

11 EXAMI NATI ON

12 BY COWMM SSI ONER OSHI E:

13 Q M. Teitzel, |I would want to just be clear
14 on what Qmest is requesting here as far as its

15 petition for conpetitive classification, because |

16 guess you could say that I'm-- if | sat down right
17 now to go through the list that was provided, | think
18 in the exhibit, is it Exhibit 2 of M. Reynolds’

19 testi mony?

20 A | believe it was Exhibit A as | recall.
21 MS. ANDERL: Two.

22 THE W TNESS: Two? It was Two.

23 Q Well, if I walked through that list and

24 woul d break down each listed service or program

25 apparently within at |east sone of them there are
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1 anal og services and digital services, and Qnest, if |
2 understand your testinony, is only asking within

3 these features and services that are listed on

4 Exhi bit 2, conpetitive classification for anal og

5 based servi ces.

6 Now, do | m sunderstand that? | mean, in

7 other words, | can take it on its face what's on

8 Exhibit 2, but if we wanted to nmake a decision right
9 now, we'd have to break down each service into its
10 conponents. Sonmeone would have to tell us which one
11 of those would be digital and which one would be

12 anal og, and then we woul d know that -- what Qwest is
13 actual ly asking for here.

14 A. Thank you. And | think I can help. in

15 Qnest's application, we're asking for | ocal exchange
16 service conpetitive classification. As we |ook at
17 some of these services, such as business basic flat
18 service, that's a service that is presented to the
19 custoner as an anal og service. W narket the service
20 that way, the custonmer buys it that way, that is not
21 a digital service. |In some cases, it can be

22 delivered with a digital pipe, if you will, or a

23 connection fromthe central office to some |ocation
24 that is split up as an anal og service to the

25 cust omer.
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So using that as an exanple, a very basic
exanple, there is no digital aspect of that at all
In other exanples we tal ked about, Iike Centrex
Prime, the custonmer can select to have that service
delivered as an | SDN service, data-rel ated service,
or as an anal og service. And as a point of
informati on on Centrex Prine, | can tell you that the
preponderence of our custonmer base is, in fact,
anal og. There are some custoners that choose to have
the I SDN digital version of that service. So | think
in that exanple it's quite clear where the anal og
split and the digital split is in --

Q So you woul d be asking for reclassification
of Centrex Prinme anal og, but not the digitally-based
service?

A That woul d be correct.

Q And t hat woul d be dependent, of course, upon

the custoners?

A Choi ce.
Q It's what their choice would be?
A That's correct.

Q And their interest. GCkay. And then private
branch exchange trunks, | nean, let's nove down the
list.

A Sure. PBX trunks in the PBX trunk tariff
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that we tal ked about earlier with M. Levin are
anal og trunks as they're presented to the custoner.
We do offer digital PBX services like digita

switched service, which is provided on a T1 or DS1
facility all the way fromthe Qmest switch to the PBX
of the custonmer's premises. DSS service is truly a
digital PBX service. That is not included in our
petition at this point. Only the anal og services in
the | ocal exchange PBX analog trunk tariff are.

Q And that woul d be true under basic business
features, as well? You can see why |'m confused,
guess, M. Teitzel, because it seens as if, at |east
based on sone of the cross questions, perhaps it was
M. Levin, that there were features within the --
within the services that were being offered to
custoners that were digitally based and ot hers that
wer e anal og.

So if | understand your testinony, then, is
that so long as it's delivered in an anal og manner to
the custoner, then that would be within your petition
for reclassification?

A | think that's fair. It's delivered that
way, the customer orders the service that way,
they're not ordering a digital service in that

application. And again, as we defined what our
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retail market was, we only included those services
that are anal og by definition of our tariff. And
conparably, we only included the services through
UNE- P or UNE-L that were provided as anal og type
services to CLECs, and excluded any digital type
services like DSS or primary rate interface.

Q Okay. Thank you.

A Thank you.

JUDGE MACE: Redirect?

MR, SHERR: Yes, thank you.

REDI RECT EXAMI NATI ON
BY MR SHERR

Q Good afternoon again, M. Teitzel

A Good afternoon, sir.

Q Way back when, early this norning, Ms.

Si nger Nel son was aski ng you some questions about
wi rel ess services. Do you renenber that generally?

A. | do recall those, yes.

Q Ms. Singer Nel son asked you a question
whet her wireless and wireline services are packaged
differently. Do you recall that question?

A Yes, | do.

Q And | believe you answered yes. Is that --

is that how you answered that question?
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A I think there was nore to the answer than
that. | believe | was drawing a parallel between a
stand-al one flat business line and a wirel ess service
of fered as a package, and certainly those are not
directly conparable, they're not priced conparably.
The package includes additional services, obviously.
But to the extent Qnest offers packages, sonme of our
packages, |ike our Business Unlimted package, for
exanpl e, includes features and | ong di stance service
that would be very conparable to a wirel ess service
that would include those services. Wreless often
typically includes a range of features and some bl ock
of calling init, so | think, as we think about
servi ces on a package basis, there certainly is
conparability.

MR. SHERR | have no other redirect
guesti ons.

JUDGE MACE: Ms. Singer Nelson

MS. SINGER NELSON: | have nothing, Your
Honor. Thank you.

JUDGE MACE: Ms. Friesen

M5. FRI ESEN: Not hi ng, Your Honor. Thanks.

JUDGE MACE: M. Levin.

MR, LEVIN. Nothing. Thank you.

JUDGE MACE: M. ffitch.
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MR, FFITCH | just have one question

RECROSS- EXAMI NATI ON
BY MR FFI TCH

Q Directing you back to Exhibit 81 again, M.
Tei t zel

A Yes, sir.

Q If you look at the first paragraph at the
narrative, after the bold | anguage on page one of the
exhibit, mdway through the paragraph, it says, Voice
grade equivalent is the outcone of neasuring al
residential and business and private |ine channe
term nations; correct?

A Yes, it does.

Q And just to clarify again, the nunbers that
we have in this exhibit are business only, however;

correct? That's certainly how they' re | abel ed by

Qnest .
A. That is how they're | abeled. | assune that
is correct.

Q Let's go down to Part B of the question
Qnest is asked to describe circunstances in which
Qnest private lines can be a substitute for Quest
busi ness access |lines; correct?

A Yes.
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1 Q And the answer is on page two of the

2 exhibit, Letter B, and Qwest says they are unable to
3 descri be every known circunstance where private |lines
4 can substitute. That's a way of saying there are

5 some circunstances, correct, is that correct, and in
6 fact your answer goes on to state that there are sone
7 ci rcunst ances where private |ines can substitute for
8 busi ness access lines. |Is that a fair paraphrase of
9 this answer?

10 A. That's a fair paraphrase.

11 MR. FFITCH: Thank you. No further

12 guesti ons.

13 JUDGE MACE: M. Melnikoff.

14 MR MELNI KOFF:  None, Your Honor

15 JUDGE MACE: And M. Butler

16 MR. BUTLER: None.

17 JUDGE MACE: | would like to address one

18 ot her exhibit that was marked with regard to this
19 wi tness, and that's MCl cross. | nmarked it 83. M.

20 Si nger Nel son?

21 MS. SINGER NELSON:  Unl ess the Conmmi ssion

22 wants it in the record, | had no intention to offer
23 it as an exhibit at this point.

24 JUDGE MACE: | think we would Iike to have a

25 copy of that. W marked it, | renmenber you had
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Cross-exam nati on questions on it, and | think there
were sonme concerns about it, so | would appreciate it
if you woul d provide copies.

MS. SINGER NELSON:  Okay.

JUDGE MACE: And we'll bring it into the

record.

MS. SINGER NELSON: COkay. That's fine.
['Il do that.

JUDGE MACE: All right. Let's take a break
now for -- till 4:00. WM. Teitzel, you're excused.
Thank you.

THE W TNESS: Thank you.

(Recess taken.)

JUDGE MACE: Let's be back on the record and
next address the testinmony of M. Shooshan. Would
you pl ease stand and rai se your right hand?

Wher eupon,

HARRY M SHOOSHAN, |11
havi ng been first duly sworn by Judge Mace, was
called as a witness herein and was exam ned and
testified as foll ows:

JUDGE MACE: Please be seated. Go ahead and
i ntroduce the w tness.

MR, SHERR: Thank you.
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1 DI RECT EXAMI NATI ON

2 BY MR. SHERR

3 Q Good afternoon, M. Shooshan.
4 A Good afternoon
5 Q Coul d you state your nane for the record,

6 pl ease?

7 A Yes, my nane is Harry M Shooshan

8 Q And can you provi de your business address,
9 pl ease?

10 A. Yes, it is 7979 O d Georgetown Road,

11 Bet hesda, Maryl and, 20814.

12 Q Do you have before you your direct testinony
13 in this case, which has been marked as Exhibit 101
14 and the exhibit to that testinony, which has been
15 mar ked as Exhibit 102?

16 A Yes, | do.

17 Q Do you have in front of you your rebutta
18 testinmony in this case, which has been narked as
19 Exhibit 103?

20 A Yes, | do.

21 Q Were those pieces of testinony and that

22 exhi bit prepared and assenbl ed by you or at your
23 direction?

24 A Yes, they were.

25 Q Besi des the corrections that were prefiled



0525

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

before today, do you have any corrections to your
direct testinmony?

A Yes, M. Sherr, | do. First, on page seven
of my direct testinmony, line 15, 1'd like to correct
t he nunber 36 percent to read 33 percent. That
correction corresponds to the correction that M.
Reynol ds made in his testinmony yesterday, and this is
a reference directly to his testinmony. Just to avoid
any m sunderstandi ng, that correction should be nmade
there, as well.

Q Do you have any other corrections in your
direct testinony?

A Yes, | do. On page 14 of my direct,
footnote 11, inadvertently we left off a couple
syl |l abl es of the author's name of the piece, the
article that's cited there. |It's Smetnikof. You
need to add i-k-o-f at the end of his name to be

conpletely accurate there, and that's it.

Q Any other corrections?

A No.

Q Any corrections to your rebuttal testinony?
A No, other than the ones that have been

prefiled, | don't.
Q And with those corrections you' ve nade

today, do you believe your testinony and the exhibit
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1 is true and correct?
2 A. Yes, | do.
3 MR, SHERR: Your Honor, Qwest offers for

4 adm ssion Exhibits 101, 102 and 103.
5 JUDGE MACE: Any objection to the adm ssion
6 of those exhibits? Hearing no objection I'l|l admt

7 t hose exhibits.

8 MR, SHERR: M . Shooshan is avail able for
9 Cross.
10 JUDGE MACE: Now, | understand that there

11 was going to be very limted, if any, cross of this
12 Wi tness, but that there was going to be sone way to

13 address the cross exhibits. There's two cross

14 exhibits that are proposed. |[|'Il just go through the
15 list, and if you have cross-exam nation, please

16 i ndicate. MCl indicated no cross-exam nation

17 MS. SINGER NELSON: No cross-exam nation

18 t hank you, Judge.

19 JUDGE MACE: AT&T.

20 MS. FRIESEN. No cross-examni nation

21 JUDGE MACE: ATG

22 MR. LEVIN. W said no cross-exam nation

23 with the understanding that the cross exhibits would
24 be admitted into evidence so that they could be used

25 in briefing.
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JUDGE MACE: And you offer your ATG Cross
Nurmber 1, which is Exhibit 105?

MR. LEVIN:  Yes.

JUDGE MACE: |s there any objection to the
adm ssion of that exhibit?

MR. SHERR: No, Your Honor

JUDGE MACE: I'Il adnmit that exhibit. M.
ffitch.

MR. FFI TCH. No cross-exanination, Your
Honor .

JUDGE MACE: M. Melnikoff.

MR. MELNI KOFF: No cross-exam nation, Your
Honor .

JUDGE MACE: And M. Butler.

MR, BUTLER: Again, no cross-exam nation on
t he understandi ng that Exhibit 104 be admitted.

JUDGE MACE: |s there any objection to the
adm ssion of proposed 104?

MR. SHERR: There is not.

JUDGE MACE: |I'Il admit it. So then we turn
to the Conmi ssioners.

CHAl RMOVAN SHOWALTER:  Thank you.

EXAMI NATI ON

BY CHAI RWOVAN SHOWALTER:
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Q My questions have to do with how to eval uate
HHI in connection with a dom nant provider that is
required to sell its services wholesale to its
conpetitors, and you appear to be sonewhat expert on
HH . 1'mnot, but it strikes ne that in the classic
case, a dom nant provider that has a high HH has no
obligations to its conpetitor, conpetitors, and
that's one scenario. But this is a different
scenario, so it would seem at a mninum that the
obligation to interconnect and sell and open a
network to its conpetitors mitigates against a high
HHI, but that's just directional.

And |I'mwondering if you can pick up from
here with ny thoughts and if you have any insights on
how to look at HHI with respect to a tel ecom dom nant
provider, let nme know, and maybe there's been, you
know, expert -- experts witing about this very
thing, or maybe you have, |ooking at your vitae.

A. Let me respond and try to be hel pful here.
| think, generally speaking, and where we nobst see
the HHI, the Herfindahl Index, is in antitrust cases
where the issue is evaluating a nmerger, for exanple,
consol idation of some kind. There are sort of three
steps that are typically used in evaluating the

mer ger.
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First is the definition of the relevant
market. That -- you know, and again, 1'll try, where
| can, to draw parallels to this case. The rel evant
mar ket here usually has several dinensions. There's
t he product involved and then there's a geographica
dinmension. In this case, Qwest has identified the
product market as anal og basi c exchange services. By
the way, | think that's appropriate, because it is
typically -- a market is defined by the demand side
of the market, | ooking at custonmers in the market and
how they acquire a product or a service, and since
there's a large installed base of anal og custoners in
Qnest's -- in Washington State, to nme a perfectly
appropriate way of defining the product nmarket.

Then there's a question of the geographic
mar ket. \What's the scope of the geographic narket.
And here, in this case, Qwest has identified the
mar ket as bei ng statew de, although they've offered
proof, exchange by exchange, the nmarket for business
exchange services is the state or its service
territory within the state. And again, | would say
that's a perfectly defensible, in nmy view, definition
of the geographic market, because there are many
nmul tiple | ocation businesses, including nedium

busi nesses, that have |ocations throughout the state,
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and that, anong other reasons, is an appropriate
t hi ng.

So you identify the market first. Then
there's an exercise of nmeasuring, in effect, narket
power within that market, and that can be done a
variety of ways. HHI's one of them there's a Lerner
I ndex, there are a variety of ways that you can do
t hat .

And then, and this is an inportant part,
there's a third aspect of it, too, and that is having
measur ed mar ket power or concentration or whatever it
is that you're neasuring in the exercise, there's a
qguestion of determ ning the extent of that market
power or the significance of that concentration
i ndex, and that's what | think your question goes to.

For exanple, let ne give you an exanpl e.
Here, quite frankly, what | see from the outside
looking in is that whether it's measured -- if you
| ook at market share, for exanple, conpetitors have a
signi ficant market share in Washington State. That
share appears, by whatever cal cul ati on one nmakes, to
be grow ng, but neverthel ess, Qwmest has, as the
I ntervenors have suggested, a, quote, high market
share. Well, that, in and of itself, doesn't

conplete the analysis of the market, because then you
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have to | ook at the extent to which that market share
or a high concentration index, if you're using HH
really connotes market power.

And in a situation where there is -- there
are products outside the nmarket that can be easily
substituted, | would argue there are plenty of
exanples just fromthe |ast day and a half here where
that's the case, digital services, that is voice
services provided by digital neans, | would argue
wi rel ess and voice over Internet protocol, that's not
in the market that Qwmest has defined it, but they're
i n adj acent nmarkets and they can be substituted for

So on the demand side, there are things
outside the rel evant market that customers could
substitute for if Qvwest were to abuse its position in
the rel evant nmarket. And then, on the production
side, there's the issue of whether ease of entry --
there's relative ease of entry, whether barriers to
entry are low, whether it is easy for conpetitors to
expand their capacity in the event that Qwest would
attenpt to exerci se whatever nmarket power it has.

And that's where | think your question or
your hunch goes to, and that is that, in a market
like this, where, on the whol esale side, Qwest is

required to unbundle its network and neke resold
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network el enents, UNE-P, or resale of its whol esale
services available to conpetitors, it goes, in ny
view, and | think in any fair antitrust analysis, to
mtigate substantially whatever market power one
measures in doing the mathemati cal cal cul ation
whether it's an HHI, a market share anal ysis, or
what ever.

So again, there are three elenents, just to
sum up. The definition of the market, the
nmeasur ement of market share or concentration, and
then the issue of what that means, and that's a
guestion of are there reasonably avail abl e
substitutes outside the market, as defined, and are
there -- is there capacity that conpetitors could
utilize to easily expand their presence if Qwnest were
to, or whatever the incunmbent would be, abuse its
position in the market.

Q Okay. Well, thank you for that explanation
That is the kind of explanation | was |ooking for
But you have raised sonething that perhaps gets at
the tension in this case, which is you are positing
conceptually one thing called the relevant market,

which in this case Qvest is saying is anal og services

A Yes.
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Q -- as distinct fromthe threat of
substitution. And as | -- | think the flavor of this
proceeding so far is that the -- your opponents are

saying that you can't cite substitution on the one
hand wi thout including it as the relevant market on
the other, and if there's something like wireless or
like digital that is, in effect, a conpetitor of
analog, then it's not correct to segnment the market.

And if |'ve paraphrased their point of view,
| apologize. I'mjust -- maybe I'Il say this is how
| perceive one of the issues of the case to be. So
can you respond to that chall enge?

A Well, | nust say | think you' ve
characterized it. 1've been listening to the sane
testimony you have. | think you've characterized it
correctly. |I'mnot quite sure what point they've
been driving at, but | would say this; that the
thi nking that |'m nost persuaded by, and | think nost
peopl e who | ook at antitrust analysis, they are
persuaded by, is that if you do everything properly
that 1've said, if you go through the three steps of
analysis that | discussed a nonent ago, it doesn't
mat t er whet her one defines the rel evant market
broadly or whether they define it narrowy.

The question is if they define it narrowy,
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as Qmest has done here, which may, as M. Reynol ds
had said yesterday, actually be to their

di sadvant age, that had they defined the market nore
broadly, their share would actually be snmaller than
it is of the market as defined narrowmy, which is --
and the conpetitors have a pretty significant share
of that narrowy defined market.

But if you define the market narrowy, if
you choose to do that, then you have to adnmit that
there are substitutes outside that narket that
custoners could go to if nmarket power in the narket
as defined were abused.

And the exanpl es that have been presented in
the course of this hearing have been digital services
that provide the sane function, i.e., voice. Quest
certainly has argued, although they haven't
i ntroduced theminto the case officially or in terns
of dispositively, as far as evidence, that wreless
and voice over Internet protocol, that is, other
pl atform conpetition can be substituted for the
anal og voice services that are the subject of this
case.

So -- and let ne just finish by saying the
other alternative in an antitrust case, typically the

firms trying to nerge tend to want to define the
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mar ket broadly, because then their share will be

smal ler or their concentration ratio will be | ower,

if you define the market broadly, that also, given
current economc thinking, is permssible to do; it's
just that then you can't say that there are all these
things just outside the market that are substitutes
for the product involved.

So as long as you -- the point being as |ong
as you take all three steps in the analysis, it
really doesn't matter whether one defines the narket
narrowy or broadly.

Q Al right. But supposing, hypothetically --
let's make it very sinple.

A Yes.

Q Let's say there were -- there was no
wireless, no VolP, and all we had was digital versus
anal og. And supposing the dom nant provider had a
very large share of the digital business. And so if
you exam ne the universe of digital plus analog, the
dom nance woul d be greater, not lesser. And |'m not
saying that's this case; | just -- for academc
pur poses, what difference does it make if one of the
servi ces outside the request is provided in a
significant way by the conpetitor -- by the conpany

requesting the classification?
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A. That woul d obvi ously be taken into
consideration. | think what mtigates agai nst that
in this kind of case is what you started your |ine of
questioning of me on, which is the fact that, in that
mar ket, too, that at |east Qwest, anyway, | eaving
asi de the question of whether or not they are, in
your hypothetical, the domi nant firmor not, are
requi red to unbundl e their whol esal e services there,
as wel | .

So there is a fundanental issue about -- and
typically, that's not something that you would see
but certainly if in a traditional antitrust analysis,
the firms merging also controlled a product in an
adj acent market that was a substitute, that woul d be
wei ghed in the third phase of the analysis to
deternmine the significance of that market power.

Q Al right.

A But, again, that --

Q O alternatively, if you included digital in
the request, then you'd get a higher HH at stage
two, you would -- at stage one, your product would be
broader; at stage two, you m ght, under ny
hypot hetical --

A You m ght.

Q -- get a higher HH, but that's just
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hypot hetical. But if you got a higher HH, you then

would go to step three --

A Correct.
Q -- and have to evaluate in a fairly
subj ective way, | gather you're urging, how

significant it is?

A No, it's not -- well, it's not subjective,
mean in the sense that -- let's put it this way.
Wel |, maybe nonquantitatively?
A. Nonquantitatively, yes. 1In other words, for

exanpl e, the economc literature would say you have
to look at elasticity of demand. |If there's a high
elasticity of demand, that is if it's easy for people
to substitute outside of the rel evant product market,
then you don't have to be as concerned about the HHI
Typically, in lots of instances, we don't know, we
can't measure or quantify elasticity of demand.

But in this case, what |I'msaying is, going
back to your initial point, in both the anal og and
the digital market, the underlying whol esale
facilities that Qwvest controls are required to be
of fered on an unbundl ed or resold basis to its
conpetitors, and that would mitigate in both
i nstances agai nst a high market share or HHl nunber.

Q Okay. And | want to get back to the issue



0538

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

of the product definition, i.e., analog. You said
you thought it was appropriate because you shoul d

| ook at the product fromthe consuner's point of view
when there's a | arge base of custoners that already
have anal og equi prnent ?

A Yes.

Q And I'mfollowi ng that, but why is that
correct in theory?

A Well, it's correct in theory because that is
a-- it seens to ne a relevant econonic market. |
think that if the sort of shoe were on the other
foot, so to speak, and Qmest had cone in and put, you
know, digital on the table in this proceeding, that
sone of the lines of questioning their wtnesses
m ght have gotten woul d have been, Well, how can a
digital service be a substitute for someone who has
anal og equi pment and has invested all that noney in
anal og equi prent? They can't substitute digita
easily. So how can that be in the sane nmarket, so to
speak.

So | think that -- all |I'msaying is that
reasonabl e people could differ as to how the product
mar ket is defined. | believe it's reasonable to
define it as the anal og voi ce narket.

| also believe that, and |'ve heard this
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mysel f from Qwest over and over in the hearing, that
anot her reason they did that is because the data that
they could present to this Comm ssion, and | say
t hey, supplenented by the Staff, because the Staff
has undertaken the sane exercise, is the nost
obj ective form of evidence that could be provided,
because, for exanple, it doesn't involve making
assunptions as to equivalency. It doesn't have to
i nvol ve questions about what a particular CLEC m ght
actually be using a digital facility for

By sinply taking that out of both the
nuner at or and the denom nator, it seens to nme they've
been able to put before you a -- the nost objective
form of evidence possible. And | think the Staff did
a good job of filtering out even nore digital from
the -- fromthe evidence that's being presented here.

So | think there's an advantage there, as
well, in terms of the case that's been presented here
to you, and as M. Reynolds said yesterday, it sounds
like you're going to get, at some point reasonably
soon, the digital services case, at which tinme you
can consider the evidence that's presented there, as
wel |

Q Anot her aspect of this, there's -- aside

fromwhether digital is or isn't conpeting with
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anal og, there's sonme lack of symetry that I'mtrying
to define, and | believe it's that, over tine, people
seemto be going to digital, because it offers nore,
and that analog will dwi ndle for that reason al one.

I don't want to junp to conclusions. That's kind of
a lay sense, but do you agree that's true? And if

it's true, how does it play into this, if it even

does?
A Let's put it this way. | believe you're
right, generally speaking. | think that digital

particul arly packet switched digital delivery of
voi ce, data and video is the way that things are

going, and | think that over time you will find that

custonmers will -- or many custonmers, not all, but
many, will see the advantages and nake that switch
Having said that, | don't think it's

i nappropriate for Qwest to have presented this case
to you in the context of anal og because there is
still a substantial, in fact, the predom nant, it
sounds to ne from-- and certainly what |'ve seen in
ot her areas of the country, in the basic business
exchange services, nost people are buying and selling
t hose services or buying those services from Qrmest or
fromCLECs on a -- certainly from Qwest, on an anal og

basis today. And they have equi pnment that they've
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invested in that is analog, that won't work with
di gi tal

And so | think that it's -- if you | ook at
sort of a slice out of the pie, that's what Qwmest has
brought to you here today and said, G ve us
conpetitive classification for that. W' Ill cone back
and get the digital slice later, but | think the --
you know, whether you want to call it you've got to
crawl before you can wal k or whatever, | think the
i mportance was to bring a case to you where the
nunbers that support it, which | think has been
refined fromwhat Qnest presented by the Staff, are
t he nost objective nunbers possible and show, it
seens to ne, a very significant market share by
conpetitors that's grow ng.

And that, anmobng other things, is evidence of
ef fective conpetition, which is what the statute asks
you to find. So | don't think the two are
inconsistent; | think this is, you know, a slice out
of the pie, so to speak, a layer off the onion, and
it's a perfectly appropriate one in economc terns.

Q Anot her question | have is how to think
about wireless. There's clearly been a very |arge
growth in the nunmber of wireless lines.

A Yes.
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Q And assume -- assune that it's not a perfect
substitute for many people, for many busi nesses, but
if it is a partial substitute or addition that is a
substitute for a second or third Iine or whatever --
the next marginal line, or if it is an overlapping
service, how do -- how should we think of that when
eval uating this petition?

A When | think -- how you should evaluate it,
goi ng back to ny three phases, is you should eval uate
it when you consider the third set of issues. That
is, howto interpret the market share of the
i ncunbent or the HH nunbers that have been presented
by Public Counsel. Because, if for sone custoners,
busi ness customers, for some subset of their ful
busi ness needs wireless is -- is a substitute today,
could be a substitute today.

And | believe, by the way, based on the work
that 1've done, not here in Washington, but in six or
seven states around the country, that we are seeing
that substitution. It's occurring. And we may
qui bbl e about differences in the way the services are
provi ded, but the fact of the matter is wreless
usage and wireless |ines are increasing.

So the key point 1'd like to nmake, and

made it in ny testinony, is that it doesn't have to
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be a perfect substitute for all of the business
exchange services that Qwest has in its exhibit here
inthis case. It can be in the m x of options or
things that can be substituted for by custoners who
are buying services off that list today. It doesn't
have to be in the market; it could be, as Qwest would
define it, in an adjacent nmarket, but it's sonething
that you | ook at when you interpret the extent of

mar ket power that's reflected by any market share
nunber .

So in ny view, the nunber, the market share
nunber in and of itself in this case is evidence that
the market is conpetitive, that conpetition is
growi ng, and that | would, again, say to you | would
di scount what ever wei ght you m ght want to afford to
the relatively high nunber Qwvest has to its
conpetitors by the fact that there are substitutes
outside of the market, including, as you've suggested
for sone custoners, for some applications, wreless.

It's just an -- it is a subjective way of
| ooking at the question, which is the third question
you have to answer. \What is the significance of the
nunmber that's cal cul ated when you do a market share
or concentration ratio, and that's an inportant part

of it, too.
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Q All right. You have taken ne through an
antitrust analysis. Do you think that that is the
same anal ysis that we should be going through under
our statute? That is, the termeffective
conpetition. Now, we have sone criteria we nust
consider, but in terns of the bottomline concl usion,
do you think that we should be engaged in the sane
anal ysis as antitrust or are there differences?

A Oh, | think there are differences. | think
here you're not applying the Sherman Act or the
Clayton Act; you're applying the statute here in
Washi ngton. The WAshington statute sets out a test
of effective conpetition that this Comm ssion has to
apply.

There obviously are -- it's a judgment cal
that you have to make. | think your judgnent can be
inforned by antitrust analysis. You can | ook at
tools that are otherwi se used in antitrust cases, but
| think the test is the test laid out in the statute,
and that is whether there's effective conpetition.
And it seens to nme that, by virtue of the fact that
conpetitors are nearly everywhere, | think there's
maybe one exchange that we've identified where
they're -- it was the fanmbus exanple we were talking

about yesterday where there apparently is nobody
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actually --

Q El k.

A El k, exactly. Although | nust admit, as |
went and | ooked at Elk on the map, it's like the hole
inadonut. | nean, it's alittle, tiny area
surrounded by a lot of nmuch nore intense conpetition
So I"'mnot sure |'d be troubled by that, but all I'm
saying is there, it seems to nme, the test is a test
laid out in the statute and that you can, as part of
your analysis, look to tools that are used in
antitrust, but not put, you know, excessive weight on
any of those tools. You really want to just see
whet her the terns of the statute have been met. |If
they are, then you grant the classification.

Q Al right. 1In ternms of the test, effective
conpetition nmeans, first, that custoners of the
servi ce have reasonably avail able alternatives.

There's evi dence about that.

A Yes.
Q And then, second, that the service is not
provided to a significant captive custonmer base. |Is

it the second prong that this analysis |largely goes
to?
A The antitrust anal ysis?

Q The antitrust anal ysis?
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A. No, | think the problemis the concept of
captive custonmer, and | did a little research on this
before filing testinony here, is really not a term
that's used anywhere outside the public utility
regul ation, and so I don't know that captive
custoner, you know, has a neaning in terns of
antitrust anal ysis.

What it suggests to nme is that it's a
custoner that has no option. Not, by the way,
someone who has an option and el ects for various
reasons not to take it; i.e., says, Look, | know I
have a choice, but 1'"'mgoing to stay with the
i ncunbent, but sonmeone who has no choi ce.

And it seens to nme that, again, as | |ook at
it, there's evidence in this case that there are
literally no captive custoners, certainly not a
signi fi cant nunber of captive custoners, if any, in
the state; that they have options by virtue of the
uni versal availability of unbundl ed network el enents
and whol esal e resal e.

Q Do you agree that the price at which those
alternatives are available is relevant to determ ning
whet her there's a captive base if the price of the
alternatives were five tinmes higher than even those

alternatives existed, you might find there's a
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captive base who couldn't afford the alternatives?

A Well, | think that's -- that may be a
slippery slope, Madam Chairwoman. | think that it's
very difficult in an area |ike tel econmunicati ons,
where the prices that we observe are prices that have
been set subject to regulation, and what prices we
m ght see in the -- in a conpetitive marketpl ace.
Certainly you want to nmake certain that, for
sonmething to be a substitute, it obviously has to be
priced close to a -- the service that you're
conparing it with, but | think you have to | ook at
all the dinmensions. For exanple, not only price, but
quality, features, sort of what's included.

You know, | know that, for exanple, in many
cases in the long distance arena, the role that
resellers played and why they were able to capture
such a significant share of the market is they
provided a bill to custonmers that was nuch easier to
read than the bill that they would typically get from
AT&T and MCI. That was val ue added.

So again, | think you have to | ook at al
t he di nensi ons al ong which you woul d consi der a
substitute. Price is one of them but not the only
one.

CHAl RWOVAN SHOWALTER: Okay. Thank you.
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1 have no further questions.

2 COW SSI ONER OSHI E: No questi ons.
3 JUDGE MACE: Quest.

4 MR. SHERR: No, | have no redirect.
5 JUDGE MACE: Well, insofar as the
6 Commi ssioners -- well, the Chairwoman asked

7 questions, 1'd ask if any of the CLECs have anything
8 that they'd |like to address with regard to those

9 guestions? Anyone? No. All right. Then, let's

10 see. W have already addressed all of M. Shooshan's
11 exhibits, and | believe that conpl etes your

12 cross-exani nation. Thank you very much. You're

13 excused.

14 THE W TNESS: Thank you.

15 JUDGE MACE: | believe, according to the

16 agreenent of the parties, then, the next w tness

17 would be M. WIlianson; is that correct? O am

18 m ssing --

19 MR, FFI TCH: Your Honor, we had suggested
20 that we just proceed in order until the end of the
21 day, and then -- today's session, and then break the
22 order in the nmorning with Ms. Bal dw n.

23 JUDGE MACE: So then that would be M.

24 W | son?

25 MR, THOMPSON: Correct.
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Wher eupon,
THOMAS L. WLSON, JR.,

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

JUDGE MACE: All right. Please be seated.
And will it be M. Thonpson?

MR. THOWPSON:  Thonpson.

JUDGE MACE: Thank you.

DI RECT EXAMI NATI ON
BY MR. THOMPSON:

Q Good afternoon, M. WIlson. Wuld you
pl ease state your full nane for the record?

A Thomas L. W/ son, Junior.

Q And by whom are you enpl oyed?

A "' m enpl oyed by the Washington Utilities and
Transportati on Commi ssi on.

Q Did you cause to be prefiled in this case
the testinony that has been marked for identification
as Exhibit 201-T and rebuttal testinony that has been
mar ked as Exhibit 210-TC, and the associ ated exhibits
mar ked as 202 through 2127

A Yes, | did.

Q Besides the errata sheet that was filed | ast
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Fri day, Septenber 12th, do you have any additions or
changes or corrections to nake to your testinony or
exhi bits?

A No, | do not.

Q And if | were to ask you the questions set
out in the 201-T and 210-TC, woul d your answers be as
set forth in those?

A Yes, they woul d.

Q And are they true and correct to -- oh
excuse ne. Were the exhibits prepared by you or
under your supervision and direction?

A Yes, they were.

Q And are they true and correct, to the best
of your know edge?

A Yes.

MR. THOWPSON: Staff would offer Exhibits
201-T, 210-TC, 202, 203, 204-C, 205-C, 206-C, 207-C,
208-C, 209-C, and 211 and 212 into evidence.

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

MR. FFI TCH:  Your Honor, Public Counse
woul d wish to interpose an objection at this tine,
and 1'd like to address that, if | mght.

JUDGE MACE: Pl ease

MR. FFI TCH: Thank you, Your Honor. Public
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1 Counsel objects to the admi ssion of Staff testinony
2 and exhibits that are derived from Staff's anal ysis
3 of CLEC data produced pursuant to Order Number 06,

4 the so-called raw CLEC data, and |'Il specify the

5 exhi bit nunmbers in a nmoment. This restates the

6 obj ection we made in the prehearing phase to denia

7 of access to Public Counsel to raw CLEC data produced
8 per Order Number 06, and the objection was renewed at
9 the prehearing conference | ast Friday, Septenber

10 12th.

11 Subsequent to that hearing, an order was

12 i ssued directing Staff to produce the raw CLEC data
13 by -- excuse ne, the raw CLEC data to Public Counsel
14 And Staff sent the data via overnight delivery

15 service to Susan Bal dwin at her Boston area hone

16 address. The CLEC data was not received at Ms.

17 Bal dwi n' s address until Monday Septenber 15th. At
18 that time, she was en route to O ympia for the

19 heari ng.
20 The information sent initially was al so
21 inconplete in that the data fromone of the CLECs --
22 respondi ng CLECs was missing. That was subsequently
23 supplied by Staff also on Monday through ny office.
24 Utimately, Ms. Baldwin did not receive the

25 i nformati on until Monday, early evening, when
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provided it to her at her hotel in dynpia.

The basis for our objection is that Public
Counsel did not have this information available to
assist our office in preparation of direct testinony,
rebuttal testinony, conduct of discovery or in
preparation of cross-exam nation or identification of
cross-exani nation exhibits prior to the deadline
established for the prehearing conference on
Sept enber 12t h.

Public Counsel's ability to prepare its case
and to prepare to cross-exam ne Staff and conpany
Wi tnesses was significantly harned by | ack of access
to the raw data

The order allow ng access last Friday, with
all respect to the Bench, has not remedied this
di sadvantage to Public Counsel. As a practica
matter, the information was not received in tinme to
be of material use to us in this proceeding.

And we al so restate the grounds for
objection set forth in our earlier filings and
argunments. Therefore, we raise a continuing
obj ection to admission of the follow ng exhibits.
Exhi bit 201-C, Exhibit 203-C, the revised version,
and to the extent it's in the record, also the

original filed version, Exhibit 204-C, 205-C, the
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revised Exhibit 210-C. Thank you, Your Honor

JUDGE MACE: M. Thonpson.

MR. THOWPSON: Well, |I'mnot sure what Staff
plays in this, because Staff was sinply conplying
with the Conmission orders. It's a small matter, but
we did also overnight the materials on Friday evening
to M. ffitch at his home. | understand that he
recei ved them on Saturday.

MR. FFITCH. That is correct.

CHAl RMOVAN SHOWALTER: | have a question
If -- how long do you need to review the information?

MR, FFITCH: Well, Your Honor, | guess |
woul d need to consult with nmy expert on that. | --
certainly the history of the proceeding is that M.
W | son required a significant period of tinme to
review the data and produced two different
aggregations of it because of the conplexity of the
data. Obviously, Staff has had a period of tine
since the beginning of the proceeding to crystallize
that into both direct and rebuttal testinmony and
conduct discovery on it. So as a practical matter, |
don't think it's possible for us to sort of replace
that |ost tinme.

CHAI RWOVAN SHOWALTER:  Wel |, obviously, if

we take a -- if we cone back in a nonth, | presune
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you have the tine. There's sone anmount of tine that
you could do it, and that's an option we have. W
can reconvene on another day if it's necessary, but
I'"mwondering if it is necessary.

The other thing to keep in mnd here is that
we potentially could not finish tomorrow, and if we
don't, we would necessarily have to take another day.
Now, that could be Saturday, which is close in tine,
that could be another day that's further away in
time, which would put substantial pressure on the
deadl i ne here, but it's not the case that there's
only one option, go ahead today, either -- you know,
grant your notion or deny your notion. W mght be
abl e to accommpdat e what you need to do, so
therefore, we need to understand how rmuch time woul d
be required.

MR. FFI TCH: Thank you, Your Honor. | had
been speaking within the linmtations of our statutory
deadl i ne and the schedule that we have. | had not
considered the possibility that we woul d have sort of
an open-ended period of tine to build back into the
case for review of this data

Frankly, we were advi sed by Conm ssion order
at the beginning of the proceeding that we were not

to have access to the data, and to be offered access
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on the eve of hearing sinply, as | indicated, is not
an adequate renedy for us in proceeding in the case.

Now, again, | can talk with ny w tness and
see what kind of tinme franme she would require. | had
i ntended, also, to ask M. WIson sone questions
during cross about his -- the ampunt of tinme that he
required to do this analysis. So that | haven't had
a chance to do that yet, but --

CHAIl RMOVAN SHOWALTER:  Wel | --

MR. FFITCH: -- that would al so be useful,
t hi nk.

CHAl RWOMAN SHOWALTER: It does not seemto
be -- 1 don't think it's necessary for you to ask

this witness under oath, as a witness in this case,
how much tinme he took. |[If you want to take a break
and consult with your client and if part of that is
asking M. WIlson how |l ong he had, but how | ong he
had is a different question fromhow | ong she needs.

MR. FFI TCH:  Well, Your Honor, I'd like to
have on the record how nuch tinme Staff had preparing
its case in this proceeding, including M. WIlson's
anal ysi s.

CHAIl RWOMAN SHOWALTER: Let's get to that
later. Wy don't we take a break when you consult

with your client as to what you need, what you say
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you need to digest this information. Let's take a
10- mi nut e break.

JUDGE MACE: Ten-ninute recess.

(Recess taken.)

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

MR, FFI TCH: Thank you, Your Honor
Appreciate the opportunity to confer. W' ve spoken
with -- I've spoken with my consultant and also with
Staff Counsel and Wtness M. WIson. Public Counse
would require -- well, let ne back up a little bit.

The context of my conments is we're placed
inadifficult position by the late availability of
this data. W had not been planning to review it or
conduct additional analysis or prepare additiona
testi mony based on the earlier rulings of the
Conmi ssion. Qur consultant has other comm tnents
over the next few weeks for testinony in other
st at es.

The data is conplex. W estimte, based on
our own estimates and conferring with Staff, that the
analysis tine here is approximately 40 to 50 hours,
with an additional two to three | ong work days to
prepare a witten analysis in the form of

suppl enental testinony, and we would ask for a tine
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period of three to four weeks to have tine to get
that work done by Ms. Baldwin, fitting it in with her
ot her preschedul ed obligations. Then we would submt
that testinony and she woul d be available for further
Cross.

At this time, we would reconmend going
forward with the cross-examnination of Ms. Baldwin and
M. WIson subject to the objection, which could
then, if he could be brought back after the analysis
in a subsequent hearing opportunity when Ms. Bal dwi n
woul d al so be available for cross on her
suppl enental , then we could have an opportunity to do
addi tional cross on M. WIlson if we devel op that
after review of the raw data.

JUDGE MACE: How nuch raw data is there?

Has anybody deternined, Well, there's three boxes or
10 pages or -- what's the volune of that material?

MR. FFI TCH. The stack of data is
approximately an inch thick, Your Honor, and then
there's electronic. M. WIlson is holding a stack
there. There's electronic versions of that, as well

MR, THOMPSON: If | could just add
sonething. [|'mnot sure what the Comm ssion
envisions as conmng up with additional analysis based

on the data or whether it's just a matter of, you
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know, checking the creation of a spreadsheet that
aggregates the information received fromthe 24
CLECs, just to make sure that it was done accurately
and so forth. | think that would be hel pful to have
that clarification.

Certainly, if Public Counsel wants to
submt, you know, supplenental testinony that, you
know, that addresses aspects of the information that
are, you know, bel ow the aggregate level, Staff
endeavored not to do that, and if that were -- if
that were sonething Public Counsel wanted to do,
think we would certainly want to have the opportunity
to respond to that.

MR FFITCH That's, | think, a valid point
to raise. |'mnot suggesting that we would be
i ncludi ng that kind of analysis in our testinony.
However, Staff essentially did two things with the
data that it had access to, and one was -- one nmjor
thing was to prepare its direct and rebutta
testimony. And so it's not sufficient for us to just
have a | ook at the information to use to
cross-examne M. WIson; we need to have the
opportunity to actually have Ms. Bal dwi n provide
testi mony of her own about the data consistent with

the protections that the Comr ssion has adopted.



0559

1 JUDGE MACE: M. ffitch, | understood from
2 the argunent that we had prior to you being provided
3 with this that the main reason you wanted the data

4 was to be able to conduct cross-exam nation. That

5 was what you nentioned in your argument. | don't

6 recall that you tal ked about providing additiona

7 testimony with regard to it.

8 MR. FFITCH: | suspect you're absolutely

9 correct, Your Honor. W had no anticipation whatever
10 that we would actually be provided with this data at
11 the last minute on the eve of trial given the prior
12 rulings of the Conmission. And ny intention in

13 raising this matter was to sinply preserve our

14 record, that we had objected to exclusion fromthe
15 data. | did not expect to have that be reversed.

16 And while we can't conplain about the ruling on the
17 merits, it certainly, as |I've indicated, does not

18 help us at the tinme of the hearing.

19 JUDGE MACE: If all you were to do would be
20 to prepare for cross-exam nation of M. WIson, would
21 it still take you three to four weeks?
22 MR, FFITCH: It would not take that | ong,
23 Your Honor. That includes both an analysis of the
24 data and the preparation of a testinonial docunent.

25 We've estimated the data review would take 30 to 35



0560

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

hours, and so that period of tine would then al so
have to fit in with Ms. Baldwin's schedule. If we
were sinply doing that in order to prepare for cross,
two weeks, Ms. Baldwi n indicates that would be
adequate. Again, | would have to say that | don't
think that fully would neet our objections.

CHAl RWOVAN SHOWALTER: | guess | just wanted
to observe that, in ny nmenory of the many notions and
orders in this case, was that originally we did hold
off limts this information except for Staff. Public
Counsel requested reconsideration on a particular
poi nt, which we granted. You did not request
reconsi deration of this point. And had you done so
at an earlier point, | think we probably woul d have
granted it in the sanme manner. That is, ultimately
our order, | think, was consistent for both sorts of
i nformati on.

And you didn't raise this issue till just
now, not Monday or the begi nning of the proceeding.
So there is sone aspect of your -- of lying in wait
to spring these orders -- notions upon us. That's
your right, but it makes it nmore difficult for us to
accommodat e you when these are raised |ater, rather
than earlier.

Now, perhaps you didn't think about it in
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the original petition to reconsider, and that's okay,
but | believe this Conm ssion has responded as
promptly as it could to all the notions in front of
it, including that | atest one.

Now, what does this nmean in practice? Does
it mean that we can proceed with the case as is, with
all of the witnesses, and then if there is a need hy
Public Counsel to do further cross-exam nation of M.
Wlson and if there is a need for |ater or
suppl enental testinony, we cross that bridge when we
cone to it, maybe marking out a day when we would try
to do that. |Is that where we are?

MR. FFITCH: | believe so, Your Honor. And
of course, the statutory deadline is an issue.

CHAl R\MOVAN SHOWALTER: That's right. And we
haven't heard from Qrmest yet about the whole matter
but we probably could find a day, but the day is --
if it's going to be that far away, it's going to
obviously run up against the statutory deadline. W
could probably find a day closer, but not a lot.

MS. ANDERL: | understand that, Your Honor
and obviously we've been thinking about this. W' ve
been thinking about it in the context of, even absent
this nmotion, not being done tonmobrrow, and | need to

consult with M. Nelson, who is not in the roomright
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now.

| cannot say that we are conpletely rigid
with regard to the statutory deadline. W obviously
would Iike to see this case wapped up within sone
reasonable proximty to the statutory deadline, and
if we were able to get sonme nore certainty in terns
of how | ong people were |ooking for, I"'msure | can
have an answer for you later this evening or first
thing in the norning. Sonething quick

CHAl RANOVAN SHOWALTER:  Wel |, there are sone
possible dates. One is -- would be -- | assunme we
woul dn't need nore than a day; is that right? Well
we don't know that, but let's say we need a day. But
Cct ober 1st, spilling over into the 2nd, if
necessary, is one possibility. And October 20th and
21st is another. And after that, this is Novenber
24t h and 25th. | suspect that's Thanksgi vi ng.
don't know.

MR. FFITCH: Your Honor, my w tness advises
that the 20th and 21st would work. She's not
physi cal |y avail abl e before October 9th, she advi ses
me. So the 20th and 21st woul d work for us.

CHAl RMOVAN SHOWALTER:  Wel |, then, that
woul d of course require an extension, so -- of the

deadl i ne.
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MS. ANDERL: Right, and --
CHAl RWOVAN SHOWALTER: So naybe we shoul d

hold all this in abeyance until you figure out what's

the best thing to do, and meanwhile we'll just
proceed with the case. But for right now, [ think,
M. WIson, you did -- you did correct your testinony

and all that kind of thing, didn't you? Yes.

THE W TNESS: Yes.

CHAl RMOVAN SHOWALTER: We were just on
cross-exani nation. M sense is that it would be
better to stop now W, of course, don't have any
break starting at 6:00, so we need to get a little
bite. So | think it would be better to break for
di nner, cone back at 7:00, and we'll start up again
for as long as we can stand it.

MR. BUTLER If that's the test --

MR. MELNI KOFF: We woul d have adjourned a
I ong tine ago.

MS. FRIESEN. Chairwoman, is there somewhere
we could put all our materials so we don't have to
lug themall out?

JUDGE MACE: The little room back there, if
there's --

CHAl RMOVAN SHOWALTER: | guess nmy -- | would

say we ought to just |eave everything right where it
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is. The citizens will be sitting in the audi ence and
we can set up a podium behind this table. Maybe we
could even take the curtain here on this side of the
table and flip it over onto your stuff. | think it's
not necessary to clean it all up. After all, they're
coming to coment in this case, which is ongoing.

JUDGE MACE: Very well, then. W're
adj ourned, then, until 6:00. Pardon ne, 7:00. And
those who are coning to the public hearing, it's at
6: 00.

MS. ANDERL: Your Honor, there have been
arrangenents nmade to nmeke sure the front door stays
unl ocked?

JUDGE MACE: | believe so. | think that
Penny Hansen has addressed that.

MS. ANDERL: Thank you.

(Recess taken.)

(A public hearing was held at this time, and

the transcript is contained in Volune 1V,

pages 565 through 605.)



