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JUDGE MACE: We are back on the record, and
M. W/l son has taken the witness stand. W dealt
with an objection to sone of his exhibits. 1Is there
any objection to receipt of his other exhibits? 1'm
speaki ng of 202, 206, 207, 208, 209, 211 and 212.

Any objection to those exhibits?

MR. FFI TCH.  Your Honor, we had not
specifically identified those by nunber, but just for
the record, we did have a sort of general protective
objection to the extent that portions of those
exhi bits discuss the aggregati on or draw concl usi ons
fromthem Qur general objection would go to that.
We did attenpt to identify the main exhibits where
t he aggregati on was contai ned and the detail ed
anal ysis was contained, but just to note for the
record that if there are portions of those other
exhibits that also refer to that, we have an
obj ecti on.

JUDGE MACE: Ms. Singer Nel son.

MS. SINGER NELSON:  Your Honor, | do al so
have an objection to the extent that sone of the
exhibits, specifically Exhibit 205, were revised and
distributed |last Friday at the prehearing conference,
we were unable to do any discovery relating to the

revi sions and were unable to incorporate any coments
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1 relating to those revisions in our rebutta

2 testinmony, so | would object to the revisions.

3 However, if we are given additional tine,

4 which it sounds like we are going to have a little

5 bit in this proceeding, then we will be able to do

6 any kind of discovery that we would need to do on

7 this particular exhibit and incorporate that into our
8 cross-exanmination at a later date

9 JUDGE MACE: Well, | would propose reserving
10 ruling on the exhibits, then, perhaps until M.

11 W | son's cross-examination is conplete and we can

12 deal with everything at that point. This being an
13 adm nistrative hearing, you' re free to cross-exam ne
14 on the proposed exhibits and we can go on that basis.
15 MS. SINGER NELSON: Thank you.

16 CHAI RMOVAN SHOWALTER: Before we begin with
17 our witnesses, an update on the possible dates. |

18 was just trying to check ny cal endar, but you were
19 given -- we stated October 20th and 21st, that's a
20 Monday and a Tuesday, but it's -- October 21st is a
21 Tuesday and the afternoon of the 22nd, a Wednesday,
22 or follow ng the opening nmeeting, which could

23 actually start earlier that day. Those would be the
24 days that we coul d use.

25 MR, FFITCH: That's acceptable to Public
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Counsel . Thank you.

MR. LEVIN:  Your Honor, |'m scheduled to be
in a hearing in New Mexico on the 22nd.

CHAl RWOMAN SHOWALTER:  what about the --

MR. LEVIN: 22nd and 23rd.

CHAl R\MOVAN SHOWALTER: Okay. But the 21st
is a Tuesday, and we would have all day that day.
I'"'mnot anticipating we're going to need all day.

MR. LEVIN: Assuming | can get fromhere to
New Mexi co that evening, yes.

CHAl RANOVAN SHOWALTER:  Wel |, that's true.
Well, Ms. Anderl, do you have --

M5. ANDERL: | just wanted to state that |
haven't had a chance to check my cal endar, but | do
believe that we do not have a conflict on those
dat es.

JUDGE MACE: | think the remaining -- one of
the outstanding issues, though, was if we push part
of the hearing to those dates, whether or not Quest
woul d be willing to wai ve the deadline to sone extent
to allowus tine to process that information and
create an order?

CHAl R\OMAN SHOWALTER: Not to speak of
briefs on the issue.

JUDGE MACE: Right. No briefs.
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MS. ANDERL: Oral argunent. \What was the
Conmmi ssion thinking in terns of how nmuch tine it
m ght need after the hearings to i ssue an order? And
let me just say that ny thoughts are we could do
briefing on a fairly abbreviated schedul e because
parties should be able to start witing their briefs
after this lunp of hearings and only fill in what
they need to fill in after the 20th and 21st. So to
assume we were to subnmit briefs on the 28th.

JUDGE MACE: On the 28th of October?

MS. ANDERL: Yeah, yes.

MS. SINGER NELSON: That's very abbrevi at ed.

CHAI RWOMAN SHOMALTER:  Wel |, insofar --
let's begin our outer limt. Insofar as the 20th is
about a nmonth fromnow, or it's alittle nore than a
nmont h, actually, but would a one-nonth extension
wor k, because that should be -- if it was doable with
this day, it ought to be doable with a one-nonth
ext ensi on.

MS. ANDERL: Right.

CHAI RWOVAN SHOWALTER: There m ght be about
a week loss -- a week's loss in there and we m ght
have to shorten up the briefing schedule a little
bit.

MS. ANDERL: | had prelimnarily discussed
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with my client a Decenber 1st date. | don't actually
thi nk Decenber 1st is a weekday. | think it's a
Sunday, but if --

CHAI RWOVAN SHOWALTER:  The 2nd.

M5. ANDERL: The 2nd. | need to confirmit
before |I concede it, but I can do that by 9:00
tomorrow nmorning. And that, certainly, if the
Conmi ssion's schedul e does not all ow hearings other
than October 1st or the 20th, that's the reality we
have to face and we will, you know, try to neke that
wor K.

CHAl RWOMAN SHOWALTER:  Yes, and there was an
earlier date, but it was so close to this date it
didn't work very well for Public Counsel

MS. ANDERL: Right, that's what | nean.

Oct ober 1st is available, | know, but it doesn't seem
to give Public Counsel enough tinme to overcone the
objection. W understand that.

CHAl RWOVAN SHOWALTER:  And what is our
current -- what is the existing deadline?

MS. ANDERL: The 6th or the 7th.

M5. WATSON:  Si xt h.

M5. ANDERL: Seventh.

MR. FFITCH O Novenber?

JUDGE MACE: Novenber, right.
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CHAIl RMOVAN SHOWALTER: | think what we need
to do, between today and tonmorrow norning, is think
through the briefing schedul e, because that actually
ends up shaving a week off two ends, | think, and I'm
not certain about the -- briefing schedule, and then
we have to have an order conference and things like
that, so why don't we digest this information. And
back on the issue of the 21st and 22nd, the 20th is
sonmet hi ng where | have a probable comm tment, but
it's not -- | don't absolutely know that, and anot her
alternative is that | would not be here on the 20th
if we actually need that day. Just as Conmi ssi oner
Hemstad isn't here today and he's going to read the
proceedi ngs, | would do the sane.

So | think we should play this by ear a
little bit, because we don't really know if we're
even going to need the days, but we would hope to
acconpli sh what we could on that Tuesday unl ess you
can't nmake that work, and then maybe the Monday, and
| may or may not be able to nmake that work.

MR. LEVIN. Dependi ng on witness scheduling,
it may not be necessary for ne to be here. If there
are parties for whom we' ve got no exhibits and no
cross-exanination, then it may be sufficient for ne

to --
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JUDGE MACE: Probably M. WIson and maybe

Ms. Bal dwi n.
CHAI RWOVAN SHOWALTER: | think our goal is
-- it's agoal -- is to get through everything by

tonorrow ni ght, so we shoul d get going, and | eave to
the second day, if necessary, npbre exchange with M.
Wl son and Ms. Baldwin. So let's just see where we
go and get goi ng.

JUDGE MACE: So -- and you tender M. W/ son
for cross-exam nation; is that right, M. Thonpson?

MR. THOWPSON: Pardon ne?

JUDGE MACE: M. Wlson's tendered for
cross-exani nati on?

MR, THOWMPSON:. He is, yes. Thank you.

JUDGE MACE: Then Ms. Singer Nel son.

MS. SI NGER NELSON: Your Honor, may | nake a
speci al request that M. Levin go before ne this
time?

JUDGE MACE: Any problemwi th that from any
of the parties? Go ahead, then.

MS. SI NGER NELSON: Thank you.

MR. LEVIN. Thank you, Your Honor.

CROSS- EXAMI NATI ON

BY MR LEVIN
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1 Q Good evening, | guess it is, M. WIson.
2 A Good evening, sir
3 Q You woul d agree that a really critica

4 aspect of this case is the definition of what the

5 mar ket is?

6 A. I'"mjust hesitating about really critical

7 but yes, that's a very inportant part of the process.
8 Q Because if you don't know what the market

9 is, it's very -- it's inpossible to judge whether a
10 service has effective conpetition because you don't

11 know what you're | ooking at as conpetition?

12 A Ri ght .
13 Q So you -- what you choose to define the
14 market as will have a critical outcome, a critica

15 bearing on the outcome of the case?

16 A It very well m ght
17 Q You really -- until you' ve defined a market,
18 you can't -- you can't define a market share; isn't

19 that right?

20 A Yes.

21 Q Now, in a conpetitive market, in order to

22 deternm ne what conmpetes with what, a critical measure
23 for an econom st is what's sonetines called cross

24 elasticity of demand, isn't it?

25 A I'mfamiliar with the term yes.
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1 Q And am | correct that that's a critica

2 conponent of an anal ysis?

3 A Not for nme. Not in this case, no.

4 Q Well, let's talk about what that is. In
5 ki nd of general terns, cross elasticity of demand

6 means whether, if there's a change in the price of
7 one product that is significant, custoners will

8 choose the other product instead in significant

9 nunbers?

10 A. Ri ght, but you've asked nme to accept that
11 this is a critical elenent of an analysis, and I'm
12 assuming relative to this case. There isn't very
13 much price changing going on in the

14 t el ecommuni cations industry, and | don't consider
15 cross price elasticity of demand studies to be very
16 rel evant, because there isn't very much data to

17 anal yze when you | ook at effects of price changes.
18 They just don't change very much.

19 Q Well, but there are other ways to study

20 elasticity of demand. You can survey custoners and
21 ask them what they would do if there were a certain
22 change, can't you?

23 A | suppose so.

24 Q I nmean, just because it's difficult to

25 measure doesn't nmean it's not relevant?
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A. O critical, | guess, was actually where we
started.
Q Al right. Well, let's put it this way.

Maybe we can pick a nore neutral term

A. Ckay.

Q Just because it's difficult to study doesn't
mean it's not inportant to understand.

A That may be so

Q And in fact, one of the key issues in this
case under the statute is whether consuners are
substituting other products for the product for which
effective conpetitive status is sought; isn't that
right?

A Yes, sir.

Q And that's another way of sayi ng whet her
there is cross elasticity of demand, isn't it?

A. Yes.

Q When you did your inquiry to the conpetitive
conpanies, to the CLECs, you did not ask themin your
data request to break out their services by digita
versus anal og, did you?

A I'"d like to clarify that we proposed a data
request that the Conm ssion send out, and the
Conmi ssi on adopt ed one based upon what we asked for

and Order Nunmber 06 didn't clarify whether anal og or
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digital services were expected. There was an issue
rai sed about that, | think by WBTEC, and in response
Staff committed then to check each response for
whet her it was including analog or digital data to
address that point.

Q By checki ng each response, you nmean calling

each respondi ng party?

A Yes.

Q And to ask thent?

A. O e-mail or just contacting them

Q Okay.

A And finding out if there was any anbiguity,
as | explained in ny testinony and notes. |If there
was any anbiguity at all, then we checked.

Q And none of the CLECs responded with digita
dat a?

A Yes, there was sonme digital data provided,
and | didn't include it in the aggregations.

Q And for purposes of determi ning what the
CLECs were doing that was digital, how did you define
digital? In other words, what screen did you use in
your analysis? Was it self-described by the CLECs as
digital or did you say to them Here's what | nean by
digital?

A Well, | | ooked at the services that they
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1 reported on in response to the request and if there
2 was -- usually they designated their data as digita
3 when they responded or they designated services as,
4 for exanmple, ISDN. They list -- sone carriers

5 provi ded data on the nunber of |SDN units they had
6 sold. Ohers listed -- | guess ISDN s the one that

7 comes to mnd right now at this hour, but if there

8 was anything where they said it was digital, like
9 several carriers did, | excluded it. |If there was
10 data -- | actually tried to contact everyone and ask

11 them and | got responses from al nbst everyone that
12 what they had sent was anal og.

13 Q Now, you're aware that nost conpetitors that
14 are facilities-based have installed digital swtches;
15 isn't that right?

16 A Yes, in fact, | think Qvest is 100 percent
17 digital switches in Washington.

18 Q And to the extent that there are conpetitors

19 with switches, those tend to be digital switches, as

20 wel |, because they're newer technol ogy?

21 A That's generally nmy expectation. Over the
22 | ast 18 years of ny experience as a staffer here in
23 Washi ngton, |'ve seen the evolution of the market

24 where there nmight be sone old anal og switching

25 technol ogy out there anpngst the conpetitive nmarket |
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don't know about, but -- because they tend to be
pretty |l ean and nean. They keep their equi pnent and
run it as long as they can if they're nmaki ng noney
with it.

Q Now, the categories that you provided
consistent with Order Nunber 06, and you provided
these categories for the CLECs to report, you asked
them for basic business, PBX and Centrex nunbers for
each exchange, and you asked that -- you repeated
that question for facilities-based, resal e-based, UNE
| oop-based and UNE- P-based; is that right?

A I think that sounds correct, and there was
al so a spreadsheet made available on the Wb site to
fill in the data.

Q Yeah, |'m asking you the question. | was
| ooki ng at the spreadsheet, and those are the
categories on the spreadsheet. 1Is that right, those
were the categories on the spreadsheet?

A | think so.

Q So you believe that all of the PBX data that
you have fromthe CLECs for their UNE | oop-provi ded
data are anal og PBX?

A Yes, | do.

Q Now, if a CLEC reported that it was

provi di ng services over a DS1 or a DS3 -- or let ne
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ask you this. Did you ask the CLECs how t hey were
provi di ng these services and accounts? |n other
words, if they said it was -- if you called and they
said it was an anal og service, did you ask themif
they were providing it over a digital facility?

A No.

Q So it's possible that the PBX nunbers
i nclude services provided, for exanple, over a DS1?

A Yes, that's possible, | think.

CHAl RMOVAN SHOWALTER:  Just a minute. |
t hi nk sonebody's vacuumng. It's kind of
distracting. Let's just be dirty tonight.

Q You' ve used resale and UNE-P as part of the
mar ket that you described for the CLECs as
conpetitive services; is that right?

A Yes, sir.

Q And resal e becane avail able by virtue of
federal law in 1996, is that right, when the Federa
Tel ecom Act passed?

A There's been Centrex resal e i n Washi ngton
since 1985, | think. There's also been shared tenant
servi ces, which are another form of resale,

basically, since 1985 or prior to that. And | can't

Q But total service?
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A. I can't nanme the other types of |oca
service resale that may have been occurring before
that time, but our state was one of the fewin the
country that was al ready enbracing conpetition quite
a long ways before the Tel ecom Act occurred.

Q So there's been resale conpetition in
Washi ngton since -- in sone forns, at |east, since
1985?

A Right. That's why, for exanple, the
Conmi ssion classified Centrex as conpetitive in
U- 8634 in about 1987.

Q And UNE | oop conpetition becane avail abl e
after the Federal Tel ecom Act passed?

A Yes.

Q And UNE-P conpetition becane avail able after
the Federal Tel ecom Act passed?

A That's my understandi ng, yes.

Q So as of 1996, a CLEC was entitled to
provi de | ocal service by resale, UNE-P, or UNE | oops
in any Qmest exchange in Washi ngton?

A Right, or with their own facilities.

Q So as of 1996, Qwest al ready had effective
conpetition, in your view?

A | didn't study their effectiveness of their

conpetition at that tine.
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Q Well, correct me if I"'mwong, but isn't it
your position that the fact that the CLECs can
provi de service anywhere in the state, whether
they're providing it or not, shows that they're
effective conpetition?

A | don't think |I've said that.

Q Woul d you please turn to your direct
testimony? Let ne get the exhibit nunber. That's
201-T, | believe.

A. Al right.

Q Pl ease |l ook at -- ny bifocals start to give
out at this hour -- page four, line three.

A Al'l right.

Q And the following area. You've, in this
testimony, from page four, line three, and the
foll owi ng, you kind of are recounting the history of
the way conpetitive access providers norphed or
evol ved into other kinds of conpetitors?

A Yes, sir.

Q Is that right? And you nention in that
rendition the building of fiber rings in Seattle and
other cities. And then you talk about conpetition
com ng to other towns throughout the state, but you
don't nmention resale or UNE-P. You don't nmean to

imply that conpetition canme to all areas of the state
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t hrough the building of these facilities, do you?
That is, through the building of fiber rings?

A No, | don't.

Q In fact, there are no CLEC rings or other

facilities in the large majority of exchanges in the

state?
A | don't know.
Q Based on the results of your survey, what

per cent age of exchanges had -- did CLECs report
providing UNE |l oop facility -- UNE | oop-based
services in?

A I haven't made that calculation. It was

nost of them

Q UNE | oop services were provided in nost
exchanges?
A I think so.

Q Okay. We'll come back to that later. Now,
you have included total service resale in your market
share figures and concentration analysis; is that
right?

A I'"msorry, could you repeat the question?

Q Yes. You've included total service resale,
that is, resale by a discount fromretail prices in
your market share figures and concentration anal ysis;

isn't that right?
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A Yes, sir.

Q And that's despite the fact that, inits
previ ous decision in Docket UT-000883, Commi ssion
hel d that resale was properly excluded fromStaff's
mar ket concentration analysis; is that right?

A. "Il accept your representation subject to
check, but yes, | included resale in nmy cal cul ati ons.
I"ve also calculated the market share statew de
wi t hout resale or UNE-P

Q Now, you woul d agree that the prinmary
di fference between UNE-P and resal e as between the
CLEC and the ILECis howthe price is set for the
finished service at the whol esale |evel?

A. I"msorry, | need to ask you to repeat the
guestion, please.

Q Sure. You would agree that the primary
di fference between UNE-P and resal e as between the
CLEC and the ILEC is how the price is set for the
finished service at the whol esale |evel ?

A Yes, sir.

Q We marked an exhibit, | think it's our only
cross-exam nation exhibit for your cross. [It's at
Nunmber 214.

A That's the nerger guideline docunment?

Q No, this is ATG STF' s Data Request Nunber
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1 1-010.
2 JUDGE MACE: It turned out that that nerger

3 guideline is 224. And --

4 THE WTNESS: GCh, |I'msorry.

5 JUDGE MACE: 214 is -- | can show you 214,
6 just so you can reviewit.

7 THE W TNESS: Thank you, Your Honor. Al

8 right. | have a copy of that docunent.

9 Q Okay. Now, we asked you there, does M.

10 W | son believe that there is any difference under the
11 standards applicable to this proceedi ng between

12 conpetition and effective conpetition. |If so, please
13 define the terms and describe the --

14 THE REPORTER: [|'msorry. Could you sl ow

15 down, please?

16 MR, LEVIN. |I'msorry. | suffer from

17 reader's di sease.

18 Q Let me start over. Does M. WIson believe
19 that there is any difference under standards

20 applicable to this proceedi ng between, quote,

21 conpetition, end quote, and, quote, effective

22 conpetition, end quote? If so, please define the

23 terms and describe the difference between the two.

24 And your response was, No. |s that correct?

25 A Yes.
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Q And so you believe that any conpetition is
effective conpetition for purposes of the standards
under the statute applicable to this case; is that
correct?

A. No, it isn't. M answer, in response to
your data request -- originally, | wanted to say |
couldn't understand it. And in reviewing it over
since then, I'"'msure | didn't understand it. | was
confused by that question and the one that Ml asked
me in their Data Request Nunber 25, which was very
simlar, and | gave the same sort of thought process
toit.

I do not believe that just because there is,
say, one |line being conpeted for in an exchange, that
that makes the whol e exchange conpetitive or the
whol e state conpetitive, if that's what you're
driving at. | understand that effective conpetition
means no captive custoners and readily avail able
alternatives. Analysis of nmarket share, market
power, growth, ease of entry, et cetera. And | do
realize there's a difference between just having
conpetition present and it being effectively
conpetitive

Q So -- |I'msorry.

A Thank you.
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Q So under standi ng the question as you do
t oday, your answer would be different?
A Ri ght .
JUDGE MACE: M. Levin, do you have your
m cr ophone on?
MR, LEVIN. | think it's nmy voice | don't
have on. Let nme see if | can do better
JUDGE MACE: | knowit's late, but if you
can try to speak nore directly into it.
Q And so you said your answer would be
different, and in fact, it would be the opposite. It

woul d say, Yes, there is a difference; is that right?

A Yes, and | would explain it as | just did.

Q Ckay.

A. | apol ogi ze for not understanding the
guesti on.

Q That's fine. The difference is that the
statute says that the conpetition has to be
effective, not nmerely conpetition?

A Yes.

Q And the statute gives you sone exanpl es of
the kinds of things that you should be considering
when you're trying to figure out if it's nmerely
conpetition versus effective conpetition, and then

gi ves you some open-endedness to add other factors;



0627

1 is that right?

2 A Yes.

3 MR. LEVIN: | don't think there's nuch

4 point, given the witness' testinony, moving the

5 adm ssion of Exhibit 214, and so we're not going to
6 do that. | think we've got his testinobny in the

7 record as to what he really intended.

8 JUDGE MACE: Thank you.
9 MR, LEVIN. So we'll |eave that al one.
10 Q Now, you've nentioned in your testinony

11 wirel ess service as evidence of effective

12 conpetition; is that right?

13 A Coul d you please give ne a reference, sir?
14 I"'mnot finding it right now
15 Q Let me just ask you. Do you consider

16 wireless to be evidence of effective conpetition?

17 A It's been very difficult to find actua

18 evi dence in the case, but yes, | consider wreless
19 service to be a substitute in many cases for the

20 services listed in the petition. I|I'mreferring to
21 cellular service. | think that's what you were

22 tal ki ng about .

23 Q Ri ght. Yeah, we're not talking about

24 cordl ess handsets for land lines; we're tal king about

25 wirel ess, cellular, PCS service?
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A. Ri ght, or high-speed nicrowave or anything
el se.

Q And as | understand it, the Staff's position
is that wireless is effective conpetition because
busi ness enpl oyees are maki ng busi ness calls on cel
phones; is that right?

A No, first of all, you're using the term
effective conpetition, and | assunme that's not
necessarily in the absolute statutory sense, but just
because a busi ness nakes a phone call on a cellular
phone doesn't neke cellular service a perfect
substitute or a conplete substitute in nuch part at
all, just like when people are using cell phones in
their nobile nmode. But when businesses use the cel
phones, as we heard testinony tonight, as a
repl acenent for a land line, then it begins to appear
as if custoners are choosing that service as an
effectively conpetitive alternative.

Q So it's the -- it's where the custonmer has a
choi ce between using a land Iine and a cellular phone
and uses the cellular phone that it then becones
effectively conpetitive?

A I think that makes a | ot nore sense than
assum ng that, you know, people driving in cars using

their cell phone is a conpetitive substitute for a
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wireline business line. It wouldn't be sonething you
coul d do, although people probably woul d have nade
plans in their business day to be at a wireline phone
if they didn't have cell phones.

Q Now, if a -- then if a custoner has a choice
bet ween using the cell phone and a -- let's say a
coi nl ess pay phone, is the coinless pay phone then
conpetition for the wireless phone?

A Absol utely, although pay phone |ine service
isn't involved in this case

JUDGE MACE: M. WIlson, can you try to
avoi d dropping your voice down at the end of a
sentence?

THE W TNESS: Thank you.

JUDGE MACE: You occasionally do that. It
hel ps if you speak up. People in the back need to
hear what you're saying.

Q But if, in fact, business people are using
pay phones in lieu -- that is, coin or coinless pay
phones in lieu of using land |ines, nmaking sone calls
on pay phones that they could otherw se make on ot her
land |ines, under your definition, shouldn't that be
part of this case in ternms of the narket?

A I"'ma little bit confused. | personally

have never used a pay phone in lieu of a land line
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1 when it was available. | don't understand the

2 context of your question.

3 Q Well, sonebody has a cellular -- well, let
4 me go back. If sonebody has a cellul ar phone, they
5 can use that in lieu of their land |line or they can
6 use the pay phone in lieu of their cellular phone.
7 Are those all substitutable for each other?

8 A I think you just said so.

9 Q Well, is that right, that under sone

10 ci rcunstances, they're substitutable for one another?
11 A Sur e.

12 Q Now, a taxi cab and sonme fleet -- delivery
13 truck fleets use comercial two-way nmobile radio to
14 keep in touch, in voice contact with their fleet

15 drivers. In Staff's view, are these effective

16 conpetition for wireline services?

17 A To some extent, they may be.

18 Q But that technol ogy's been around for ages,
19 hasn't it, one formor another?

20 A Yes.

21 Q Long before any conpetition was introduced
22 into the state of Washi ngton?

23 A. I guess so. | haven't really studied the
24 radi o market at all.

25 Q Now, you've also -- you nentioned in your
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testinony that voice over IP should -- when it's
provi ded over the Internet should be provided a
substitute -- should be considered effective

conpetition for wireline service; is that right?

A I think that we've described Vol P as
oftentines an effective substitute, yes, and the
ot her witnesses here so far have, too, | think.

Q Now, you al so believe, | think I understand,
t hat some handful of custoners nmay be substituting
wireless service for all of their tel ephone service
for their business needs and not have land lines; is
that right?

A I've heard that testinony.

Q But the effect of the Comm ssion's decision
inthis case, if it's granted, would affect al
custoners, not just those who have -- are using cel
phones as their only business phone and not just
those who may be experinmenting with voice over IP; it

applies to all custoners, doesn't it?

A | guess so, yes, | think | understand your
questi on.
Q Did you have a chance to review the Quest

petition that we submitted as an exhibit for M.
Shooshan that was admitted earlier today that Quest

and ot her RBOCs and USTA filed with the court of
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appeals for the District of Colunbia?

A No.

Q Are you aware of that petition being filed?

A ' m not sure what petition you're talking
about, but | don't recall |ooking at any exhibits

from M. Shooshan today.

Q Okay. Al right. Well, let me cone back to
that. Let me ask you, how would it affect narket
shares and your HH analysis if UNE platform that is
UNE- P, were to disappear as a result of court action?

A Do you have any idea when that m ght happen?

Q Well, | don't want to testify, but a wit is
certainly a faster way of things happening than an
appeal, and certainly Qwest has expressed an
intention, as that exhibit shows, to nove things
al ong qui ckly.

CHAI RWOVAN SHOWALTER:  Why don't you just
anmend your question to say what if UNE-P di sappeared
as of a certain date?

Q Why don't we say within the next six nonths.
G ve themsonme time for briefing.

A Well, with regard to market share, it's
difficult for me to predict what woul d happen in even
si x nmonths, although that's not too far off. Based

upon the data that we were able to analyze in this
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case, including the CLEC data response data, as wel
as the information provided by Qenest, | cal cul ated

that, wi thout unbundl ed network el enent platform

lines, Qmest's nmarket share -- and if you assuned
that Qmest -- that if those lines just weren't
included in the calculation, | don't know what
happens to them | don't give themto Qwest, | just

delete them fromthe analysis and you get a 74
percent market share for Qwest still.

Q Now, if you also take total service resale
out of your calcul ation based on the Comnm ssion's
prior decision saying it doesn't constrain prices, so
you take out both UNE-P and total service resale, how
does that affect your market share anal ysis?

A. My cal cul ation was that that would drive the
Qnest market share up to approximately 76.8 percent.

Q Now, and what HHI nunber does that yield for

Qnest ?
A | don't know
Q It would be the square of 76-point whatever

you said; is that right?

A. I haven't cal culated the HH for Quwest
wi thout UNE-P or UNE -- or resale and | think that
those are actually conpetitive nechani sns that

conpetitors use. \Wiether it constrains price or not
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is the issue you' re raising.
Q No, actually, | was assum ng that the Qnest

petition were granted and UNE-P was going to

di sappear.
A Uh- huh.
Q And | was assuming further that the

Conmmi ssion's prior rulings said that resal e does not
constrain prices, so that it's not relevant -- even
if sone of the UNE-P noved to resale it wouldn't be
rel evant ?

A Right, and if | didn't count resale or
UNE-P, it would be about a 76.8 percent narket share
for Quest.

Q Now, you were here today and yesterday for
the cross-exam nation of M. Reynolds and M.
Teitzel, were you not?

A Yes, I've left the roomvery briefly once or
twice, but I've tried to be here all the tine.

Q And you heard the testinony that there are
digital services that provide voice functionality

and, in fact, are designed to be voice products,

didn't you?
A Yes.
Q And et ne go to an exanple that we used

earlier. That's the | SDN BRS service, where it's
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1 provided in a 2B+D configuration that's designed to

2 be used by voice, or 2S+D?

3 A | was here.

4 Q And that's a straight voice product, isn't
5 it?

6 A 2B+S?

7 Q Yes.

8 A Yes, that's ny understanding. Really, if

9 you want to get into real technical questions about
10 analog and digital, ny colleague, M. WIlianmson, is
11 really the best witness to discuss technical matters
12 with.

13 Q Okay. But assuming that it is, as you say,
14 desi gned as a voice product, that's sonething that

15 consuners can readily substitute for business access

16 lines fromQwmest, isn't it?
17 A It sounds like it, yes.
18 Q For exanple, a -- let's say we have a smal

19 grocery store that has a single business |ine right
20 now. That grocery store has a nunber of different

21 ways of adding business |lines and sone additiona

22 digital capability, as well. One way is to go buy an
23 | SDN BRS, and all of a sudden it has two busi ness
24 lines; is that right?

25 A "Il take your word for it. | don't know
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1 much about 2B+S service.
2 Q Okay. Well, it's -- we've got the tariff in

3 evi dence, so it is what it says.

4 A Al'l right.
5 Q Assum ng that the tariff says that they get
6 two business lines, all of a sudden they buy -- and

7 that's a two-wire service, so all of a sudden they

8 still have two-wire service, it's over copper and
9 they've got two lines plus a digital channel. So
10 that mght be readily substituted -- assuni ng that

11 the service is as | describe it, that m ght be
12 readily substituted for the one business |line that

13 they used to have; isn't that right?

14 A Yes.
15 Q And did you also hear the -- I'"mnot sure
16 the -- it's the shared pay phone |ine testinony,

17 where the --

18 A Oh, the seni-public |ine?

19 Q Yes.

20 A Yes.

21 Q Where the business can actually put that --

22 by buying the service plus an extension, it can put
23 t hat pay phone into its own business calling array
24 and add lines that way?

25 A | think so.
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Q And that is not included in the market share
anal ysis, even though that's a substitute for a
second business line; is that right?

A That's my understandi ng, yes.

Q And you didn't include -- | may have m ssed
a question here. You didn't include the | SDN BRS and
its voice application in your market share analysis
either, did you?

A No, | did not.

Q And we al so heard testinony earlier today
fromthe Quest witnesses that you can substitute --
that there's very little difference between anal og
PBX and digital PBX. Digital just gives you nore
features. And so a customer nmight choose to purchase
digital PBX trunks in |ieu of analog trunks, assuning
they had the equi pnent that allowed themto use it;
is that right?

MR. THOMPSON: |'mgoing to interpose an
objection here. It's getting to the point this is
beyond M. W/l son's technical know edge, and also M.
Levin's questions are getting to be nore in the
nature of testinony.

MR, LEVIN. | think I"mallowed to |ead on
Cross.

JUDGE MACE: Well, you're allowed to | ead on
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1 cross, but bear in mnd the witness' technica

2 expertise. |'ll allow this answer, but see where you
3 go with it. You know, asking him questions that he

4 can't answer are not hel pful. You can ask M.

5 W lianson.

6 MR. LEVIN: Yes, and | intend to ask M.

7 Wl lianson. M only problemis | need to ask M.

8 W | son, who did the market share anal ysis, what he

9 i ncl uded and excluded. So this is the only way that
10 | can do that.

11 JUDGE MACE: Proceed.

12 Q Okay. Where were we? Oh, we were talking

13 about digital PBX and anal og PBX. Those are very
14 simlar services, just nore features on the digital
15 is that right?

16 A I don't know very much about digital PBX.
17 Q Okay. Make that assunmption with me. And
18 then, would you agree, assuming that's true, that
19 they mi ght be substituted if the custoner had the
20 associ ated equi pnment that could use the -- either an
21 analog or a digital PBX trunk; is that right?

22 Functional ly, they might substitute?

23 A. Ckay.

24 CHAI RWOVAN SHOWALTER:  |I'mjust going to

25 make a suggestion. You can ask this witness did you
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or didn't you include |ISDN, et cetera, in your

cal cul ations. You can ask M. WIIlianmson what the
different capabilities are. | recognize that
requires you to have to put the two together, but you
may be able to get further with each witness breaking
it apart |ike that.

MR, LEVIN. Thank you. | think that's a
very useful suggestion. Regret | didn't think of it.
Q So you did not include the digital PBX
nunbers in your analysis of market share or HH, did

you?

A No, | don't think | did.

Q And you didn't include digital Centrex
either?

A No, sir.

Q Did you -- and I'mtal king now about Staff.
I don't nean you personally. Did Staff go through
the Qnest tariffs as part of anal yzing Qmest's case
here and | ook to see, without regard for digital or
anal og, which services might be substituted for other
services as part of its analysis of Qwest's case?

A No.

Q So you accepted Qwest's characterization of
alimted set of its services as being a market,

didn't you?
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A. That's what they petitioned for

Q But the fact that they petitioned for it,
an econom st, doesn't satisfy the test of whether
is a market, does it?

A. Not necessarily.

Q You need to do analysis on your own to
deterni ne whether it's a market or not?

A Ri ght .

Q But you didn't do that?

A. | didn't go through the Quwest tariff. |
| ooked at the list that they filed and | began to
anal yze that rel evant narket.

Q VWhat tests did you performto determ ne
whet her the three services that they identified or
the three types of services they identified
constituted a market?

A None ot her than applying ny years of

experi ence and know edge in this work, | guess.

Q But you've told us that you don't have the

requi site technical know edge to deci de what a

as

t

substitute is. Didyou ask M. WIlianson to do that

work, since that's not in your conpetence?
A. I think we'd have to check the transcript,
but | don't think |I said that.

Q Well, if you wanted --
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A I don't understand the technical details to
make a analysis in that fashion, as you were asking
me to do, but as an economist, | felt that | could
provi de that testinony.

Q But in order to do that, don't you have to
| ook at the technical details to find out what is
technically substitutable Qwest service for other
services to decide whether, in fact, Qwmest has
defined a market or nerely defined a few services?

A Well, I've tried to look at that fromthe
econoni st's standpoint, yes.

Q And so did you have M. WIIlianmson go
through the tariffs to see what was substitutable and
what wasn't?

A. I think | already responded that Staff did
not go through the tariffs.

Q So did you rely on M. WIllianmson to tell
you, then, which services were technically
substitutabl e and which were not?

A No, | | ooked at the services listed in the
petition and judged for nyself that they all fal
wi thin that basic exchange | ocal service market for
anal og servi ces.

Q Okay. So you assuned that there was a

mar ket cal | ed anal og services and you exam ned the
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Qnvest list to see if it fit withinit; is that right?

A Very briefly, yes.

Q What work did you do to establish that there
is such a thing as an anal og servi ces market?

A. I just assumed there was, | guess. And
began working with the data that Quest filed inits
petition and case that we collected, as described in
ny testinony.

Q Woul d you please turn to page 17 of your
direct testinmony?

A Al right.

Q And at lines -- the sentence that runs from
lines 11 to 13, the conplete sentence, you say that,
However, business custoners sinply choose the
functionality they need often with little regard to
how the service was provided.

A I"msorry, we nust have different
pagi nation. Did you say page 17 of ny direct?

A Yes.

CHAl RMOMAN SHOWALTER:  Line 11.

THE WTNESS: M copy puts ne in a quote
fromthe Decenber '99 order at that point. Wuld you
say the --

Q Sure, this is right above the question

Pl ease gi ve sone exanples of alternatives custoners
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may choose fromthe rel evant market --

THE REPORTER: |'m sorry, could you sl ow
down, please?

MR LEVIN. |'msorry.

THE WTNESS: All right. And then it says,
However, business custoners?

Q Yes.

A. Al right. Thank you. Could you reask the
guestion?

Q Yes. You state in your testinmony, However,
busi ness custoners sinply choose the functionality
they need, often with l[ittle regard to how the
servi ce was provided?

A. Yes, | think that's very true, that to the
consumer, oftentines, whether it cane to them over an
analog or a digital nedium wreless, wire, you nane
it, they don't care. They just want to talk to the
ot her party.

Q Okay.

A You know, | nmean, if the functiona
equivalency is there, that's the main thing to them
They're like nme. They're not interested in the
technical stuff too nuch, nmaybe.

Q On page -- also on -- what |'ve got on page

17, it's the next question after the one | just asked
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1 you about.

2 A Yes.
3 Q You give sonme Wb site identifications?
4 A Yes.
5 Q And you checked the services offered by

6 t hose sites?

7 A Yes.
8 Q O advertised by those sites, | should say.
9 A Yes.
10 Q And did you notice that Pocketinet, | guess

11 that's how you pronounce it --

12 A Pocket i net .

13 Q Pocketinet says that it's using 2.4

14 gi gahertz transm ssion?

15 A Yes.

16 Q Are you aware that that's the same spectrum
17 used by many cordl ess handsets, garage door openers,
18 and wirel ess headsets?

19 A No.

20 Q Are you aware whether it's |icensed or

21 unl i censed spectrun?

22 A I"maware that it's unlicensed.

23 Q So there are no data -- and Pocketi net

24 didn't nention any security guarantees, data security

25 guar ant ees?
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1 A. Wel |, actually, when | was working for

2 Washi ngton State University, | was working with a man
3 at Pocketinet over in Walla Walla and Dayton, and he
4 showed me how the service worked at his house, where
5 he had it installed, of course, and he did not

6 mention security concerns to me. And | forget what

7 the other item was.

8 Q The Web site itself doesn't nmention that

9 t hey have any particular |evel of data security, do

10 t hey?
11 A Not that | recall.
12 Q Well, 1'"mgoing to have to -- since we have

13 di fferent pagination, let me see if | can turn to the
14 page and then tell you what the question is.
15 JUDGE MACE: | think he has a copy that has

16 your pagi nation.

17 MR, LEVIN. Oh, okay, good.

18 THE W TNESS: Thank you, Your Honor.
19 Q On page 23 of your direct testinmony, at
20 lines -- the sentence at lines two to five, you

21 state, In the overall statew de narket for services

22 listed in this case --
23 A. Ckay.
24 Q -- Qnest has an estimted 75 percent market

25 share in its operating territory, including tens of
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t housands of facilities-based |ines?

A I"'msorry, sir. Page 23?

CHAl RWOVAN SHOWALTER:  You' ve | ost us now,
because | believe that you're -- in our page, it's
page 23, line eight. And it says revised on ny page,
so there nmust have been a revised page.

JUDGE MACE: Maybe you don't have the
revi sed page.

MR. LEVIN. Maybe that's what | don't have.
Well, nmaybe the sinplest thing to do is just identify
the question and then take himto it.

THE W TNESS:  Sure.

Q Have you found that?

A. Coul d you just ask which question?

Q Yes. This is under the question that
begins, What is Staff's anal ysis of other indicators
of market power which may include market share, et
cetera?

A. Yes, sir. And then, at line eight, it says,

In the overall statewide market. |s that where you
were? COkay. |'mon that question and answer.
Q Okay.

CHAIl RWOMVAN SHOWALTER: But before you ask
your question, you should know that that's the

sentence that has a revision in the revised page.
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Instead of the nunber 75, the nunber is 69.26.

Q Okay. Let nme read it with the -- somehow it
didn't get into nmy volume here, so let nme read it
with the revised. 1In the overall statew de market
for services listed in this case, Qwest has an
estimated 69.26 market share in its operating
territory including tens of thousands of

facilities-based lines in al nost every region of the

state?
A Yes.
Q Isn't the total nunmber of facilities-based

lines that you found sonething around 50, 000 al
together? That is, CLEC facilities-based |ines?

A. I think I provided that figure in ny
testimony. O rather, it's in ny rebuttal, | think.

Let me just check, sir. The nunber of facility-based

lines?
Q Yes.
A. I'"'mgetting tired, too. Let's see.

JUDGE MACE: | don't know if it's hel pful
but on Exhibit 205-C --

THE W TNESS: Ri ght.

JUDGE MACE: -- page one, you have a columm
that's entitled --

THE WTNESS: Okay. |In that exhibit, that's
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basi ¢ busi ness only, and | show a nunber there for
basi c business. And then | think in 104 --

CHAI RMOVAN SHOWALTER: Just before you | eave
that, I don't know where -- if you're tal king about a
colum in Exhibit 205-C --

THE W TNESS: Yes.

CHAI RMOVAN SHOMWALTER: -- can you tell wus
what colum and what row?

THE W TNESS: Yes, please. It's in Colum

CHAl RMOMAN SHOWALTER:  Okay.

THE WTNESS: At Row 43, so it's cell nunber
I-43 is a nunber of CLEC |ines via owned | oops in the
basi ¢ busi ness market. And then, in ny Exhibit 104,
Confidential Exhibit 104, at page three of four --

CHAl RWNOVAN SHOWALTER:  Just a second.

JUDGE MACE: You don't actually have an
Exhi bit 104. Do you happen to know --

THE W TNESS: 204.

JUDGE MACE: 204, thank you.

THE WTNESS: | apologize. | couldn't find
a set of tabs in the 200s, so I was using the 100
tabs. Then for -- on page three of four of Exhibit
204 at Columm D -- excuse ne, | guess | didn't total

that one up. It seens like | had a place in ny



0649

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

testi nony where | provided the sumtotal of owned
lines, but to save tine, let me accept, subject to
check, it's pretty close to 50,000, if that wll
hel p.

Q So in any event, when you say tens of
t housands of facilities-based lines in al nost every
region of the state --

A Oh.

Q -- tens of thousands means nore than one
10,000, right? It neans 20,000 or nore. So in fact,
you can't have tens of thousands in nore than a
handful of exchanges in this state?

A VWhat | was trying to say in a public format,
dealing with a lot of very confidential information,
and | think this nunber has cone out in the hearing
now, is that there's over 230,000 conpetitive |lines
all together in the state, and that does add up to
tens of thousands, and when | break it out across the
state and look at it at the level that we are able to
share, it does add up to tens of thousands in every
region of the state.

Q But here you're tal king about
facilities-based lines, not |lines?

A Okay. And on ny rebuttal testinmony, | hope

the pagination is the sane. At about page 10 of ny
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rebuttal, Exhibit 210, it's in the confidentia
section, there's a table right after the question
with regard to concerns that UNE-P's availability is
crucial to conpetition. |Is this a concern that is
relevant to all of the listed services? And you can
see the actual nunber that | calculated. It's on ny
page 10, line five, for owned |lines by the CLECs.

And | was basically thinking of regions of
the state essentially in quadrants, and | felt that,
havi ng eyeballed the data, | felt that it was safe to
say that there were tens of thousands of these |ines
in every region.

Q So you don't nean to suggest that -- by
regi on, you don't mean to suggest exchange. You're
tal ki ng about a nuch larger region than an exchange?

A Ri ght, |ike quadrants, perhaps.

Q And there are 80-sone exchanges in Qwest's
territory in the state?

A. Appr oxi matel y, yes.

Q So dividing it into quadrants, that's nore

than 20 exchanges in each quadrant?

A I don't know how they break out --
Q On average?
A -- by quadrant. In our state, we tend to

think of our state as eastern and western, or Seattle
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and everything el se, but we have evolved a little
bit. And | was thinking about the Seattle Metro area
or the Northwest as a region, the Peninsula as a

regi on, the Sout hwest as a region, the Northeast as a
regi on, the Southeast as a region, and the Centra
part of the state as a region, and generally | may be
wrong about tens of thousands in every region, but
those lines are spread out all over across the state.

Q Now, you could get that effect on quadrants

by having four major cities, each of which had a CLEC

that had been successful in the city, isn't that

right?
A Yes.
Q And still not have facilities-based

conpetition el sewhere?

A That coul d happen. However, the data showed
that there was a rich level of facilities-based
conmpetition, UNE-P competition, resale and unbundl ed
| oop conpetition in very surprisingly renote,

i nsul ar, sparsely popul ated areas of the state.

Q Coul d you rmake the same statenment if you
elimnated the UNE-P and resale? Wuld you say that
sane statement you just made the sane way?

A I don't know. | haven't analyzed that.

Q Now, you nentioned voice over IP, and you've
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tal ked about providers |ike Vonage, if I'm
pronounci ng that right, as voice over |P providers
that are offering functionally interchangeable
services with the Qvest service. It's ny
under st andi ng that the Comm ssion had a rul emaki ng a
whi |l e back that had to do with E911 service; is that
right?

A. Yes.

Q And that's, in part, because there were
three Washi ngton statutes that have specific
requi renents for certain kinds of applications for
E911 service that, in effect, say that the service --
that it is not lawful to install a PBX or phone
service that doesn't have automatic |ine

identification; isn't that right?

A | don't know.

Q You weren't involved in that proceedi ng?
A No.

Q Was M. WIIlianmson?

A | don't know.

MR, LEVIN. | would sinply ask the
Conmmi ssion to take record notice of RCW 28A-335-320,
RCW 80- 36- 555, and RCW 80- 36- 560.

JUDGE MACE: Well, Counsel, if you want to

make sone presentation in your brief about those
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statutory provisions, you can do that.
MR, LEVIN.  Okay.

Q Let me ask you this. |If there -- assune,
for the sake of ny next question, that there are
statutes that require automatic line identification
as a condition of certain entities in the state,
certain businesses and governnental agencies
provi di ng services, that they require automatic |ine
identification before that tel ephone service can be
provi ded through a PBX or phone system Are you
following ne so far?

A I think so.

Q And if it should turn out, then, that
Vonage, Packet 8, or any of those other conpanies
can't provide automatic |line identification,
necessarily you'd have a problem as a consuner
buyi ng those services, wouldn't you, consistent with

Washi ngton | aw?

A. I'"'mnot an attorney, but that sounds like it
to ne.

Q Okay.

A I'"d also Iike to add that when | worked on

regi stering new conpetitive |ocal exchange conpani es,
the policy that the Staff had was that we woul d not

reconmend approval if we could help it. W worked
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with the conmpany if they didn't have proper energency
handl i ng procedures in place. $So that's been our
policy at the Staff level for a long tine.

Q Staff regards E911 service to be an
i nportant public policy of the state?

A. Yes, essentially, we have al ways held that
just because there's conpetition and just because a
custoner is served by a conpetitor, they shouldn't be
made worse off, and the rest of the state shouldn't
be made worse of f, either

Q We've identified, as an exhibit for
cross-exanination for M. WIIlianson, the Vonage
terms of service for small business because | assuned
that he would be the person to tal k about an
automatic line identification; is that right?

A That woul d probably be better. | have a

l ayman' s understandi ng of sone of these issues as an

econom st .
Q Okay.
A But technical matters are best addressed to
hi m
MR. LEVIN: Thank you. | have no further
questi ons.

JUDGE MACE: We'll resune tonorrow at 9: 30

Thank you.
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