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1 BEFORE THE WASHI NGTON
2 UTI LI TIES AND TRANSPORTATI ON COWM SSI ON
3 )
In The Matter of the Review of ) UT-023003

4 Unbundl ed Loop and Switching Rates ) Volunme VII
And Revi ew of the Deaveraged Zone ) Pages 305- 365

5 Rate Structure. )
)
6
7 A prehearing conference in the

8 above-entitled matter was held at 1:30 p.m on
9 Thur sday, Septenber 25, 2003, at 1300 South Evergreen
10 Park Drive, Southwest, O ynpia, Washington, before

11 Adm ni strative Law Judge THEODORA NMACE.

12
13 The parties present were as follows:
14 QVEST CORPORATI ON, by Lisa Anderl and

Adam Sherr (via tel econference bridge), Attorneys at
15 Law, 1600 Seventh Avenue, Room 3206, Seattl e,
Washi ngton 98191.
16 COW SSI ON STAFF, by Shannon E. Smith,
Assi stant Attorney General, 1400 S. Evergreen Park
17 Drive, S.W, P.O Box 40128, d ynpia, Washington,
98504- 1028.
18 PUBLI C COUNSEL, by Sinmon ffitch,
Assi stant Attorney CGeneral, 900 Fourth Avenue, Suite
19 2000, Seattle, Washington, 98164.
VERI ZON, by Catheri ne Kane Ronis and
20 Davi d Kreeger (via teleconference bridge), Attorneys
at Law, Wl ner, Cutler & Pickering, 2445 M Street
21 N. W, Washi ngton, D.C. 20037-1420, and Chris Huther,
Attorney at Law, Preston, Gates, Ellis & Rouvel as
22 Meeds, 1735 New York Avenue, N W, Washington, D.C
20006 (via tel econference bridge).
23

24 Barbara L. Nel son, CCR
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COVAD COVMMUNI CATI ONS COWPANY, by David
Rice, attorney at Law, MIler Nash, 4400 Two Union
Square, 601 Union Street, Seattle, Washington, 98101
(via tel econference bridge).

WEBTEC, by Arthur A. Butler, Attorney
at Law, Ater Wnne, 5450 Two Uni on Square, 601 Union
Street, Seattle, Washington, 98101 (via
tel econference bridge).

MCI, by M chel Singer Nelson, Attorney
at Law, 707 17th Street, Suite 4200, Denver,

Col orado, 80202 (via tel econference bridge.)

AT&T, by Mary Steele, Attorney at Law, Davis,
Wi ght, Tremaine, 2600 Century Square, 1501 Fourth
Avenue, Seattle, Washington, 98101.
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JUDGE MACE: Let's be on the record in Docket

Nunmber UT-023003. This is the review of unbundl ed
| oop and switching rates and revi ew of deaveraged
zone rate structure. This is the recurring cost, new
generic cost docket.

My nane is Theodora Mace. |'mthe
Admi nistrative Law Judge who's been assigned to hold
hearings in this case. Today's date is Septenber
25th, and we're convened at the Conmi ssion's offices
in AOynpia, Washington, in the offices of the
Washington Utilities and Transportati on Conmi ssion,
to be exact, in Aynpia, Washington

We have a few people here in the hearing
room and several people on the conference bridge.
I'd like to ask first to have the people in the
heari ng roomintroduce thenselves, and then I'Il go
to the folks that are on the conference bridge.

M5. RONI'S: Yes, thank you.

JUDGE MACE: |s your m crophone on?

M5. RONIS: | believe it is. Catherine Kane
Ronis, Wl nmer, Cutler & Pickering, on behalf of
Veri zon.

MS. STEELE: Mary Steele, of Davis, Wight,
Tremai ne, on behal f of AT&T.

MR. FFITCH. Sinmon ffitch, on behal f of
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1 Publ i c Counsel .

2 JUDGE MACE: Hold on just a nonment. W have
3 one nore appearance in the hearing room

4 M5. SM TH: Shannon Smith, Assistant

5 Attorney General, appearing for Comm ssion Staff.

6 JUDGE MACE: Thank you. [|'d |ike Quest,

7 Counsel for Qeaest to introduce thensel ves now.

8 MS. ANDERL: Thanks, Your Honor. Lisa

9 Ander| .

10 MR. SHERR: And this is Adam Sherr, Your
11 Honor .

12 JUDGE MACE: And Counsel for WeBTEC?

13 MR. BUTLER: This is Art Butler, appearing

14 for WeBTEC.

15 JUDGE MACE: Counsel for Covad. Counsel for
16 Covad. M. Rice?

17 MR RICE: Yes, this is David Rice, with

18 M |1 er Nash, on behalf of Covad.

19 JUDGE MACE: Thank you. Counsel for

20 Verizon, other than -- or those who are appearing for
21 Verizon other than Ms. Ronis, who are on the

22 conference bridge.

23 MR. HUTHER: This is Chris Huther, with

24 Preston Gates Ellis & Rouvel as Meeds.

25 MR, KREEGER: This is David Kreeger, with
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Wl ner, Cutler & Pickering, on behalf of Verizon

JUDGE MACE: M

MS. SINGER NELSON: M chel Singer Nel son, on
behal f of M

JUDGE MACE: |s there anyone on the bridge
from Public Counsel?

MR. FFITCH: Simon ffitch, for Public
Counsel

JUDGE MACE: Thank you. Are there any other
counsel who want to enter their appearances at this
poi nt? Thank you. Today's hearing is -- | titled it
a discovery scheduling conference. One of the
pur poses of the hearings is to address the notion to
strike the Verizon cost nodel that's been filed by
Conmi ssion Staff, AT&T, and MCI in this proceeding.

And ny sense of the argunment and the
di scussion that's going to be associated with that is
that there will be sonme scheduling ranifications,
dependi ng on the outcone of the argunment.

I want to al so address the question of the
i mpact of the Triennial Review on this proceeding and
to inquire of Counsel whether any party will be
filing a notion to continue these proceedings in
light of coments that were filed pursuant to a

noti ce that Judge Rendahl sent out about the
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1 Trienni al Review.

2 And then, finally, to the extent counsel are
3 able, there are a couple of questions that | have

4 with regard to a petition for reconsideration that's
5 been filed in this case. It has to do with the

6 ruling that | nade on a notion to conpel discovery of
7 AT&T and MCI

8 I know that that was not a topic included in
9 the notice, and so if Counsel are not prepared to

10 address the questions |I have, 1'll understand, and

11 we'll deal with it in another framework, but if |

12 coul d ask those questions, get answers on the record
13 today, that would be very hel pful.

14 So does anyone have anything of a

15 prelimnary nature before we begin tal ki ng about the
16 notion to strike the Verizon cost nodel? Al right.
17 Havi ng said that, then, | have read what's
18 been filed, both the notion and the responses to the
19 notion, and if you have additional argunent, |'d be
20 happy to hear it now Oherwise, I'd like to -- "Il
21 just turn to sone questions that | have. Wo's going
22 to speak for Verizon today?

23 M5. RONIS: | am Your Honor, on the npotion
24 to strike.

25 JUDGE MACE: Go ahead.
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1 M5. RONIS: | believe we did set forth in

2 detail our response to AT&T's, Staff and MCl's

3 notion, so | don't have anything to add at this

4 poi nt, except --

5 JUDGE MACE: Well, you know, actually, I'm
6 taking this out of turn, and | should be asking AT&T

7 and MCl and Staff, actually, if they have argunent

8 that they want to nake right now, and I'Ill ask you.
9 M5. RONI'S: Thank you.

10 JUDGE MACE: | will give you your turn.

11 Sorry.

12 MS. STEELE: | do have just a few things
13 want to say. First of all, | want to indicate that,

14 as a prelimnary matter, there's a |ot of argunment in
15 Verizon's response regardi ng what AT&T, M, and

16 ot her parties have or haven't done in providing

17 di scovery to Verizon, also things that the HAl node
18 does or doesn't do. |'mnot going to respond to

19 those unl ess, Judge, you have questions about them
20 because | don't view themas being relevant in this
21 proceedi ng.

22 I do want to just touch briefly on concerns
23 that we have regardi ng the Web-based cost nodel here,
24 and that's the only issue that | want to address in

25 addition to the argunents that we put forth in the
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not i on.

In the past, cost nodels have al ways been on
file with the Conm ssion, and you could have the cost
nodel and you coul d do whatever you wanted with it.

Veri zon has chosen, for some reason, to go
against that in this proceeding and has, not because
anyone asked themto, but because they decided to,
created this new Web-based system Now, because that
is with Verizon and nobody else, it's not on file in
this proceeding, which creates a nunber of
ram fications, not just on the attorney-client issue,
but also on the record on appeal, for exanple, and
al so sone other ramfications, practical ones for the
hearing that | do want to touch on.

I think we've already put forth our concerns
about the attorney-client privilege, but I want to
touch on two other issues. And that is, first, we
don't have this nodel in the record. One of the
reasons that Verizon has put this Whb-based nodel
together, according to the presentation that we heard
on July 8th, is so that they can continue to nake
nodi fications to the nodel. 1In fact, there have been
a nunber of nodifications that have occurred since
the filing.

We don't have a static nodel that's in the
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record that is there for purposes of appeal

I nstead, we've got a nodel that's going to be, you
know, who knows how | ong an appeal in this proceeding
woul d take and who knows what this nodel's going to

|l ook like in two years.

JUDGE MACE: Technically, nothing is in the
record right now

MS. STEELE: Right, | understand that.

JUDGE MACE: But go ahead.

MS. STEELE: But when there is a record,
this won't be init. And it also creates practica
concerns for how we're going to conduct the hearing.
It has been my practice and | found it very hel pfu
in the past to, when |I'm cross-exam ning, actually
have the nodel running, have the w tness |ooking at
the nodel, have the wi tness mani pul ate the nodel

Wth this Wb-based nodel, when |'ve got it

on my conputer, |'ve got that under control. | can
make sure it's running, | can nmake sure it's
avail abl e, | can nmake sure everything works before we

get started with the hearing. |If it's on the Wb, we
all know the concerns and problens that that raises.
Connections get interrupted, the nodel may go down,
and this is outside the control of the parties during

the hearing. And | just want to raise that as
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anot her practical concern that we need to deal with.
| think it would be hel pful to Verizon,
frankly, to have a ruling as to whether a Wb-based
nodel is appropriate in this proceeding before we go
and have this proceeding so that if, in fact, the
decision of the tribunal is that no, it's not
appropriate to have a Wb-based nodel that we can't
have in the record, that we can't have avail able for
appeal, that creates all kinds of attorney-client
i ssues, work product issues, if we can have that
ruling now, at |east Verizon can deal with it and
provi de a nodel that the parties can manipul ate, that
can be in the record, and that is available w thout
the concerns that we have raised regarding the way in
whi ch Verizon has structured its nodel currently.

JUDGE MACE: Thank you. Does Staff have
anything to add to that?

MS. SMTH.  Very, very briefly, Your Honor,
and | won't repeat the comments nade by Ms. Steele,
and this is Shannon Smith for Comm ssion Staff. |
want to respond to a point nade in Verizon's response
to the motion to strike, and that is the idea that it
takes a ot of tinme to work through cost nodels and
it's hard work, and sonehow or another Staff and the

ot her parties are shunning away fromthis node
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because it's time consum ng

That is not why we are having problens with
this cost nodel. It's not just time consuming; it is
al nost inpossible to get through the nodel and do any
anal ysis of the nodel. Just to do a -- just to |oad
one of the programs -- or not one of the prograns,
but one of the nodules in the nodel to do a sinple
review took two to three hours just to load the -- to
load it up to prepare to do the analysis.

Staff isn't just analyzing Verizon's costs
in this docket. W are also working on the Quest
issues, and it is just absolutely cunbersone to try
to work through this nodel, if not inpossible, and we
believe we may not be able to do any neani ngfu
anal ysis of Verizon's cost study, because we sinply
cannot work through the nodel

JUDGE MACE: One thing | wanted to address
and ask the parties on this side of the notion to
strike, in the pleadings, you talk about how you
didn't really get access to the nodel finally unti
August 11th, with all the confidential parts, and
then even then there was an update, and it's August
26th, and there's still problenms, and that there were
al so probl ens because you had to sign sone additiona

confidentiality agreenent.
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I"m curious why the parties waited so | ong
to raise these issues when it seens like it was
clear, even on June 26th, that Verizon had not filed
everything that needed to be filed. Can you address
that? Let nme turn back to Ms. Steele, and I'IIl |et
Staff, and then I'll also ask Ms. Singer Nelson to
address this issue.

MS. STEELE: Well, and let nme give you --
just give you the history of how that happened. On
July 23rd, Verizon told us that we could not have
access to the nodel and a nunmber of the confidentia
filings unless we signed this additiona
confidentiality agreement.

JUDGE MACE: July 23rd or June 23rd?

MS. STEELE: June 23rd, three days before
the filing. At that point, frankly, we thought that
wor ki ng through the issue would be the nost
expeditious way to deal with it. So we tried to work
through the issue with Verizon. It frankly surprised
us that it took until August for Verizon to get that
information, to nmake that information available to
us. There were a nunber of phone calls, a nunber of
when is this going to be available. It was always,
Ch, next week, oh, next week, and so --

JUDGE MACE: | guess -- | think one of the
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1 i ssues that Verizon raises in their argunent is that
2 AT&T had, if nmy menory serves, had signed a sinilar

3 confidentiality agreement in another jurisdiction. |
4 thought it was California.

5 MS. STEELE: Right, it was California.

6 JUDGE MACE: So this would not have been an
7 unfam liar thing for AT&T.

8 MS. STEELE: Well, the issue is it was

9 signed in California. W have different experts in
10 this state than were in California. There, all the
11 experts were principally outside of the conmpany. W
12 have sone internal conpany people in this proceedi ng
13 and sone ot her fol ks who, when they reviewed -- the
14 key problemhere is the three-year restriction on

15 anyone who signs the agreenent from being enployed in
16 a nunmber of areas.

17 JUDGE MACE: Right.

18 MS. STEELE: And that, as nmy experts told
19 me, and these are different people than involved in
20 California, the experts who had concerns said, |

21 woul dn't sign this in a nonconpete agreenent for

22 enpl oynment, why should | sign it here, so -- and that
23 was the concern. This is a very broad, essentially a
24  nonconpete agreenent that our experts were not

25 confortable signing, so we had to deal with that
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1 situati on here.

2 JUDGE MACE: And you chose not to bring that
3 i ssue to the Conmi ssion? You --
4 MS. STEELE: Well, we thought that the

5 qui ckest way to deal with it was to just try and get
6 it resolved, and so that's the step that we took. In
7 hi ndsi ght, probably we shoul d have just cone and

8 argued that it shouldn't be required, but, rather

9 than do that, we were hopeful that it could get done
10 relatively quickly, and it didn't, and that's why

11 we're here today, in part.

12 JUDGE MACE: Okay. Ms. Smith.

13 MS. SM TH.  Thank you, Your Honor. | just
14 have a brief conmment to that. The Comm ssion Staff
15 had access to VZ Cost nuch earlier than AT&T and MCI
16 al t hough we did have to spend sone tine negotiating
17 with Verizon to get Verizon to agree to allow Staff
18 to have access to the nodel without signing the

19 third-party confidentiality agreenent.

20 And |i ke AT&T, we approached this in terms
21 of perhaps it's better and nore expeditious for the
22 parties to work this out anongst thenselves than to
23 i nvol ve the Commission in this, because we too were
24 hopeful that we would be able to quickly resolve that

25 i ssue. For Staff, we were able to, but we chose that
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path because oftentinmes if parties can work sonething
out better and | eave the Commi ssion out of sonething
that doesn't necessarily need to be adversari al
that's a better result for everybody.

JUDGE MACE: One thing that Verizon raises
inits argunent is that Staff apparently called the
help line and tried to get some assistance,
apparently successfully, and Verizon expresses
puzzlement at Staff's joining in this notion because
Staff didn't seemto express nmuch in the way of a
probl em

M5. SMTH: Staff has had considerable
probl ems, and Staff -- at |east one Staff nenber, Tim
Zawi sl ak, has called the help line. Not always were
hi s questions thoroughly resolved and not al ways was
he able to go through and use the nodel

From what | understand, M. Zaw sl ak was
provi ded with sonme assi stance, but the assistance,
at the end of the day, was not neaningful to M.
Zawi sl ak and his trip through VZ Cost, and Staff
joined in this notion because we are very concerned,
for the same reasons that AT&T and MCI are concerned,
about this Web-based nmodel. We don't have the sane
concerns that they have about the length of tine it

took to get the nodel, because we had access to it
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sooner, and we are extrenely concerned about the
privacy issues that are raised in the notion to
strike, and we sinply have not been able to use the
nodel to do any neani ngful analysis of Verizon's cost
study, and that's why we are joining in this notion
to strike.

JUDGE MACE: Thank you. Ms. Singer Nelson.

MS. SINGER NELSON: Yes, Judge. Ml has
nothing to add, just joins in all the comments nmade
by AT&T. We've been working closely together on this
case, sharing expert w tnesses. And so our
experiences, as expressed by Ms. Steele, are really
t he experiences of both AT&T and MCI

JUDGE MACE: Let ne ask one nore question of
the parties on this side of the notion. Assunm ng for
t he nonent that the Conmi ssion does not strike the
nodel , but would rather try to give the parties nore
time within the current schedule to work with the
nodel, what -- | have very little in the argunent
about a sort of suggested alternative schedul e.

Sonmeone in one of the argunents nentioned
Decenber 9th as a possible filing date for rebuttal
and the current schedule calls for a response filing
on Cctober 3rd and a rebuttal filing on Novenber

24th, and | wasn't really sure what that suggested
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proposed date actually nmeant in ternms of the current
schedul e.

So having said that, do the parties on this
side of the notion have some kind of proposal that
they woul d nake that would allow nore tinme, assum ng
the nodel is not stricken, for themto exam ne the
nodel and work with the nodel? [|'Ill turn to AT&T
first.

M5. STEELE: We don't think it can be done
with respect to Verizon within the current schedul e.
We have six people who are working on this nodel and
attenpting to make sonme heads or tails of it. The
primary person provided an affidavit indicating he
believed it would take at | east three nonths to
adequately anal yze this nodel.

Part of it is the difficulty in dealing with
the nodel, part of it is just the shear vol unme of
materials. | think Verizon itself has indicated
10, 000 pages, plus the nodel itself, plus, you know,
a nunber, plus all the discovery that we've had on
the nodel, which the first tinme we got confidentia
information, it was six banker's boxes full of
materials. So that's where we are. | don't think it
can be dealt with with respect to Verizon in the

current schedul e.
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1 JUDGE MACE: Ms. Snith.

2 M5. SMTH: W also are faced with sinilar

3 concerns about doing any neani ngful analysis of this
4 nodel and filing testinony by October. W certainly
5 woul d need nore tine. | don't know if we've actually
6 quantified the anount of tinme that we would need in
7 order to do any analysis of this. | nmean, if we're
8 going to file -- if we're going to file testinobny in
9 the current schedule, we sinply won't be able to

10 anal yze Verizon's nodel. And you know, perhaps three
11 nonths, we're just -- we're not sure. |It's been so
12 hard to get through this that Staff can't really say.
13 JUDGE MACE: And Ms. Singer Nelson

14 M5. SINGER NELSON: | would concur with the
15 coments of both AT&T and Staff.

16 MS. SMTH. And Your Honor, another point

17 that was in the notion to strike that would be

18 somet hing that Staff would |ike to have would be a
19 stand- al one version of the nodel. |If we didn't have
20 torely on using the Web to access this nodel and if
21 Commi ssion Staff could |oad this nodel on a PC and
22 run it that way, that would be much nore expeditious
23 and we would be able to do analysis of the npodel and
24 do it nmuch nore quickly than if we had to go through

25 this cunbersonme Web-based nodel to do the anal ysis.
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JUDGE MACE: | think perhaps |I shoul d have
asked you to assume, in addition to assum ng that the
Conmmi ssion might not strike the nodel, that the
Conmi ssion might rule that Verizon should provide a
stand-al one version. In that instance, | feel I|ike
need to get fromthe parties sone reasonable estimte
of a schedul e that woul d work.

M5. SMTH:  Commi ssion Staff -- and
apol ogi ze for going first, a little bit out of order
but my Staff tells ne that if we were to get a
st and- al one version of VZ Cost, we could go through
the anal ysis that needs to be done in three nonths,
which | believe woul d meke responsive testinmony due
sonetinme after the first of next year

JUDGE MACE: And I'mgoing to turn to you in
a nonent. | -- the concern | have, of course, is
that the Commi ssioners are presiding at this
proceedi ng and we have a relatively carefully
chor eographed schedul e set up, which calls for
hearing in January, and then there's hearing on the
nonrecurring cost portion, | believe it's |ate My
and early June. And so whatever is the outcone here
today, if there is a change in schedule, |I would have
to confer with the Commi ssioners to determ ne what

the schedul e actually would be able to be. And | may
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1 not be able to honor any -- | can't guarantee what a
2 schedul e woul d be dependi ng on the outcone.

3 MS. SMTH. And | think all the parties

4 under stand that, Your Honor, but we are trying to

5 give you the best estimate we can of when we could

6 file testinobny in response to a stand-al one cost

7 nodel .

8 JUDGE MACE: Very well. Okay. Anyone else
9 want to address this side of the notion? |If not,

10 then I'"Il turn to Ms. Ronis. And let ne just say at
11 the outset, there are a few questions that | have

12 that you might want to incorporate in your response.
13 One of themhas to do with the possibility of

14 provi di ng a stand-al one version of the nodel. |

15 guess that's the main one. Go ahead.

16 MS. RONIS: All right. | will start with
17 t hat question. Thank you, Your Honor. It is not

18 possible to create a stand-al one version of this

19 nodel. And | do have to say that part of our problem
20 has been the kind of vague assertions fromthe

21 opposi ng parties on what exactly the probl em has

22 been.
23 To ny know edge, except for this privilege
24 i ssue that's been raised, none of the difficulties

25 have been because it's on the Web versus not on the
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Web. In fact, Verizon spent a considerable sum of
noney to develop this nodel specifically so parties
didn't have to have all different types of software
on their conputers in order to run a bunch of nodels.
In some of the old Verizon nodels, for exanple, it
required Oracle software that's now outdated, and so
that was an argunent that, for exanple, AT&T was
maki ng i n other states.

And Web- based technol ogy that incorporates
all the latest software is the wave of the future. |
mean, this is Verizon's attenpt to actually be
responsive to the needs of parties and changi ng
technol ogy, and so that part puzzles ne. And again
I"mnot so sure the parties are saying, although
did hear Ms. Smith say, to sonme extent, not having it
on the Web woul d make all the problens go away. So
I"'ma little puzzled by that.

But the bottomline is we cannot create a
st and- al one version of this nodel.

JUDGE MACE: You technically cannot create
such a version?

MS. RONI'S: Yes, yes, |'ve asked that a
couple different ways of our experts.

JUDGE MACE: And even if the Comm ssion

ordered you to do so --
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M5. RONIS: It would just be creating new
nodels. It would not be a version of this nodel
because of the software.

JUDGE MACE: Even if the Comr ssion said you
can't cone back until you create such a version, how
long would it take to create such a version?

MS. RONIS: | think you're asking us to
create brand new cost nmodels, and | don't have an
estimate here.

JUDGE MACE: |1'd like to get an estinmate
fromyou. You can send that to me in witing.

MS. RONI'S: Okay.

JUDGE MACE: Thanks. Go ahead.

M5. RONIS: | will address next | guess the
claimthat there's just vol um nous docunmentation to
go through. W are tal king about costing out the
Veri zon network, which is conplicated, and we have
undert ook an enornmous effort to docunent everything,
and so, yes, there is a |lot of docunentation, but
that's a good thing. And | guess if we hadn't
produced it, there'd be conplaints that we didn't
support our costs.

The user manual that acconpani es the nodel
is 700 pages, because it is a very thorough

expl anation of how you wal k through our node
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1 step-by-step, with screens and the like. So I'm

2 hopi ng that once the parties are able to go through

3 that, they'll see it's not as difficult as they may
4 t hi nk.
5 Al so, Verizon has offered a hel p desk.

6 think that's an extraordinary gesture. And if the

7 parties are finding that that help desk isn't

8 hel pful, there's always discovery, there's always

9 calling up counsel. 1In fact, we've done that with
10 other parties in other states that have said, Listen,
11 can you just get on the phone and hel p me understand

12 this, and we really haven't gotten those requests.

13 So you know, | think what has to happen here
14 is for the parties to focus a little bit nore on
15 Verizon. And we'll certainly help themthrough it,

16 because this is inportant to us. W have this new
17 nodel we think is fantastic and we'll denonstrate
18 that in our testinony.

19 The next point | guess | should address is
20 the privileged issue. W did explain our very

21 detailed security policy in our response to the

22 nmotion to strike, and | hope that addresses sonme of
23 the concerns raised by the parties, because | think
24 that, you know, there shouldn't be a concern here

25 that we're sonehow going to see -- the litigation
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1 counsel or the witnesses in the case are going to see
2 and understand what the other parties have been doing
3 in the nodel.

4 | also want to address the point -- | guess

5 nmore of a procedural point raised by AT&T about the

6 nodel not being on file. | didn't see that point

7 raised in the initial notion. | know, in connection
8 with some other proceedings, | have | ooked into this
9 i ssue of, in today's age, what constitutes evidence

10 and what constitutes part of the record and whet her
11 Wb sites, for exanple, and citations to Web sites
12 can be considered part of a record, and have found
13 pl enty of support for the point that, yes, you know,
14 in today's day, Web sites are evidence and can be

15 part of a record.

16 I can provide those cites to Your Honor. |
17 wasn't prepared today, because | didn't see that

18 argunent in AT&T's initial motion. So if there's any
19 concern here that, froman evidentiary perspective
20 and for purposes of establishing an appellate record,
21 t hat having a Web-based systemisn't true evidence, |
22 think we can alleviate those concerns.

23 I think there was al so a suggestion that --
24 JUDGE MACE: Well, | guess I'd |ike to have

25 the cites. M understandi ng of what happens
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frequently in a proceeding is that hard copies are
made of what appears on the screen for a Wb site.

MS. RONIS: And it is possible for parties
to print screens. That was going to bring ne --

JUDGE MACE: That's not what you had in
m nd?

M5. RONIS: W haven't done that, and
can't tell you what that would take to do, but
certainly everything that appears on your Wb screen
can then be printed, as well, which would also --

JUDGE MACE: Did you say you had sone cites?

MS. RONIS: Yes, to the proposition that
things on a Web can be considered part of a record in
evidence. | don't have themright now. | wasn't
prepared for this.

JUDGE MACE: Well, why don't you submit them
to me, along with that letter that | asked you for
about how long it would take to provide the
stand-al one version if you were required to do so.
And you want to supply that to the parties, so that
they have the ability to take a | ook at those cites,

t 0o.
M5. RONIS: | will do that.
JUDGE MACE: Thank you.

MS. RONI'S: A couple other points nade. One
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was what are we going to do about the hearings. As I
mentioned, if there's a particular page or part of a
nodel that AT&T wants to cross a witness on, they can
print it out and introduce it as an exhibit just |ike
anyt hi ng el se.

In terns of running the nodel, we do
understand that we are going to have to nmke
arrangenents for the hearing roomto be able to run
the nodel, and | don't think that issue should form
the basis of striking the Verizon nodel at this
point. | think that's something we can deal with
later.

| also think there was a suggestion that
Veri zon has this Web-based systemso it can
surreptitiously continue to make changes to its
nodel . The version that was filed was | ocked and
| oaded. It's in place. It can't be changed. It can
be traced back. There isn't a concern that if a
party wants to see what the nodel |ooked |ike as of
the date of filing or as of a certain other date,
they can't do that because sonehow it's now been
nodi fied. That's not the case.

Now, there were sonme updates, not to
assunptions or inputs, but to the ability of a

certain small part of the nodel to run and not freeze
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up, but | see that as an entirely different issue.
It's not as if we're going to start surreptitiously
changi ng assunptions and algorithnms. And |I'm not
sure if AT&T meant to suggest that, but | thought I
heard sonme ki nd of suggestion on that front.

A nore general point, and we did nake this
in our response to the notion to strike, Verizon's
entitled, | think, to cross-exam ne at a hearing the
wi t nesses for AT&T and Staff and others that claim
they haven't been able to run the nodel. W're
entitled to ask questions |ike what exactly -- what
probl enms were you having, what did you do to correct
them how nmuch time did you spend actually trying to
| oad and run the nodel. These are all the very
guestions that we go through in the process of this
litigation.

| mean, you've heard this in other cases.
We each don't |ike each other's nodels and we
criticize them we file testinony. The other side
responds and we have hearings and we cross-exani ne
each other. So to cut off that debate now | think is
i nproper. That is what the point of this proceeding
is. And they can lay it out in testinony and we'l
respond and conduct discovery and have hearings on

it. So | just think --



0332

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

JUDGE MACE: You know, and | hear that
that's your argunent, but just fromthe point of view
of soneone who has to sit through a hearing, it seens
like the best use of the hearing time would not be
cross-exam nati on on how many tines did you have to
run the nodel in order to get a result, but rather
focus on the result. Do you see what |'m saying?

MS. RONIS: Well, that's a fair point, but
ri ght now we have a few general allegations froma
couple witnesses for AT&T on the record, very
general. Nothing on the record from Staff on the
probl ems they've had. And so right now, you know,
how do we respond? | nean, we're entitled to see
testinony and to probe that. Right now we're just
hearing there's been sone probl ens, and we have rea
qgquestions about how nuch tinme has really been put
into it.

I do note that, you know, we just got a
request this week from AT&T sayi ng they couldn't open
a couple of the CDs we produced to them back in June.
That was over three nonths ago. So |'mvery
concerned about the notion that a party can sinply
meke sonme general statenments that they're having a
hard time, and then claimthat a nodel should be

stricken on that basis. | nmean, that's what we have
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testi nony and hearings for.

| also want to address the notion that we
didn't file everything we were supposed to file.
There was this problemwith the third party
confidentiality agreement. Let ne note that, you
know, our vendors are very sensitive when we're
sharing prices with conpetitors. You can inagine
that Lucent, for exanple, doesn't want the world to
know the price they give Verizon, because it could
undercut themw th other conpetitors, so they are
pretty insistent. These are routine. This
Commi ssi on has recogni zed third party confidentiality
agreenents and, in fact, AT&T, as you noted, has
signed it in other states.

So the fact that it took a little bit of
time for themto get access to it | don't think goes
to the issue of whether we filed, as we were supposed
to, everything that was required. And you know, | do
note that that's in contrast to AT&T's own nodel,
where they have nmade changes to inportant

assunptions, inputs and algorithnms after the filing

dat e.

I won't go into too much on the Hatfield
nodel. | think we laid it all out in our response.
Hel | 0?
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JUDGE MACE: | think sonmeone sneezed on the
conference bridge.

MS. RONIS: Okay. Let nme see. | think I've
covered everything. | do have to say, if we're going
to get into scheduling issues, we probably do need to
address Verizon's issues with respect to the Hatfield
nodel and the timing on that and how much tine we
woul d need to respond to the Hatfield nodel.

JUDGE MACE: Well, that was an interesting
thing that | noted. After reading all of your
argunents in opposition to the motion to strike,

Veri zon indicated that they didn't oppose an
extension of tine. So that's what led me, | think
to proceed with a scheduling aspect to the hearing
t oday.

Does Verizon intend to file a nmotion to
continue this proceedi ng based on their coments
filed in the Triennial Review proceeding?

MS. RONIS: | know our position is that
certain statements fromthe Triennial Review Order
absolutely do inpact this case. For exanple, there
are statenments on cost of capital, but at this point,
that was not our intent, to nove to continue this
case.

JUDGE MACE: Thank you.
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M5. RONIS: | can give you the officia
Verizon position in the sane letter, because | didn't
ask nmy client that very question, but | believe the
answer's no.

JUDGE MACE: Thank you. And I'd like to ask
Qnest now whether they intend to file such a notion?

MS. ANDERL: Well, Your Honor, | don't know
if we were planning to file a normal notion. W
believe that the issue would be di scussed today,
perhaps as the conversation on this question evolves,
we may well make an oral notion for a continuance.

W did want to see if the parties were
perhaps going to reach some sort of a stipulation
that there ought to be at | east sonme extension
because of the work that woul d otherw se need to be
done in advance of the October 3rd filing date, which
ot herwi se won't be changed. W also wanted to wait
and try to bal ance consi derations between the
schedul e here and what m ght be proposed and deci ded
for the Triennial Review proceeding, and the
prehearing conference on that is, of course, tonorrow
norning at 9:30, so --

JUDGE MACE: Well, ny understanding --

MS. ANDERL: Yes and no.

JUDGE MACE: My understandi ng of at |east
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the nine-nonth proceeding is it has to be concl uded
by June 30th, and of course the three-nonth
proceedi ng has to be concluded, | think, by Decenber
30th, if I remenber.

MS. ANDERL: That's right. | think we think
it's July 2nd, but it's obviously close enough

JUDGE MACE: Thank you. Well, then, | would
like to address this issue. |It's been nmentioned in a
coupl e of sets of argunents that | recall, the
qguestion of whether or not AT&T and MCI are going to
file a revised nodel.

MS. STEELE: W do plan to file based on the
custoner location information. | wish | could tel
you exactly when. Unfortunately, it's being held up
now by Verizon and Qwmest, who are not helping us to
get information that we need to file this as soon as
we would like to. W had hoped to have it already.

And M. Landis, who is the person who runs
the nodel, is going to be on vacation now, we
understand, for the first two weeks of Cctober, which
I think would otherwi se have been the tine he would
have been running it. So | think it's probably --
we're | ooking at m d-QOctober, a md-QOctober date for
filing that information.

MS. ANDERL: Well, Your Honor, this is Lisa
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Anderl, for Qwmest. 1'd like to respond to that, if |
mght. We are working with AT&T to get themthe
i nformati on they need.

JUDGE MACE: Can you speak up just a little
bit, Ms. Anderl?

MS. ANDERL: ©Ch, yes, sure. The only
outstandi ng request |I'maware of is the data request
from AT&T that we reconcile sone |ine count data and
service indicator data. W' re working on that, but
it is not due yet and we plan to provide that to them
on or before the date it is due. Oherw se, |'m not
aware of any request for help that AT&T or MCl has
made that we're not responding to.

However, if that is a firmrepresentati on by
AT&T that they're going to file a revised nodel, we
definitely believe that the current schedule -- and
that they won't do that on the next filing date, that
they will do it sonetine after the next testinony
deadl i ne, which is October 3rd, then we would
definitely need a continuance in this case, because
what we'll be seeing is essentially a new nodel run
that we shoul d have seen back in June, and we woul d
need at |east the anbunt of time that was originally
al l ocated between the first round of testinony and

the second round of testinmony to prepare responsive
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testi nony.

MS. RONIS: May | also respond?

JUDGE MACE: o ahead.

MS. RONI'S: Verizon agrees with that and
wants to note that we just heard from AT&T 10 days
ago that data we gave them back in May was not
sufficient enough for themto run this new version of
their nodel. And we are still |ooking at their
request and we do have sone concerns that they're
asking us to create data that doesn't exist in the
formthat they requested, so we may have to have a
debate about it. And we do agree that it makes no
sense to file next week testinony on a nodel that is
going to conpletely change. So that date, | think,
in any event, needs to change.

M. Huther's on the phone specifically to
address the tinme we would need once we get that
nodel , and then we have the issue of TNS data on top
of it, which is just yet another |ayer of problens,
how much tinme we would need to respond, so | will let
hi m qui ckly comment on that.

MS. ANDERL: Yes, Your Honor. This is Lisa
Ander|l. Before M. Huther talks, | just wanted to
mention that | didn't go into the Qrmest and Verizon

notion to conpel and the AT&T and MCI petition for
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interlocutory review, but that obviously adds another
| ayer of conplexity which -- so |I would concur in M.
Roni s's remarks on that.

MR, HUTHER: This is Chris Huther.

JUDGE MACE: Could you spell your |ast nane,

pl ease?
MR, HUTHER: Surely. |It's Hu-t-h-e-r
JUDGE MACE: Thank you.
MR. HUTHER: You're welconme. | agree with
Ms. Ander| that we would need a mininumof -- the

same sort of period of time that's been allocated
fromthe original filing in June to the schedul ed
filing of direct testinony on Cctober 3rd, | believe,
to anal yze and prepare testinony addressi ng what ever
new cost nodel AT&T and MCI choose to sponsor

JUDGE MACE: Thank you.

MS. STEELE: May | briefly address that
point? W're not filing a new nodel. There's one
vari able that's changing, which is the custoner
| ocation data, which is information that both Quest
and Verizon gave to us. So the representation that
there's sone hunongous anmount of tine that is needed
to reviewthis | find a bit disingenuous, but --

MR, HUTHER: It's hardly disingenuous --

JUDGE MACE: Just a noment.
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1 MR, HUTHER: Havi ng just gone through this

2 on behalf of a different client in a different state

3 - -

4 JUDGE MACE: M. Huther, M. Huther --

5 MR, HUTHER: -- | can assure you that --

6 JUDGE MACE: Who's speaking?

7 M5. RONIS: That's M. Huther

8 JUDGE MACE: M. Huther, would you wait just
9 a nonent, please? | don't want to have just

10 spont aneous argunent if | can avoid it. | really

11 think at this point arguing about that aspect of it
12 may not be beneficial for the record.

13 VWhat |'d like to do is ask the parties if
14 they would be willing to discuss off the record sone
15 type of schedule that m ght nmeet all of your needs.
16 Having -- bearing in mnd, nunber one, | don't know
17 whet her the Commission will strike the Verizon cost
18 nodel . | do not know whether the Conmi ssion will

19 require Verizon to file a stand-al one version. It
20 seens as though you're tal king about needi ng nore

21 time if the nodel is not stricken, no matter what, so
22 it seems like it would be beneficial to try to have
23 you cone up with a schedule. | can't guarantee that
24 schedul e, either, but at least | could have a

25 proposal to present to the Conmm ssion. Wuld the
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parties be willing to try to cone up with sonet hi ng
i ke that?

M5. RONI'S: Yes, Your Honor.

MS. ANDERL: Yes.

JUDGE MACE: All right. | think what I']I
do is I'lIl just |leave this open-ended. We'Ill adjourn
for a while and I'd ask the parties to talk and then,
when you' ve arrived at some sort of either inpasse or
agreenent, then conme down to ny office and retrieve
me. That way, | don't have to keep comi ng back to
nmonitor what's going on. M. Ronis, did you have
somet hi ng addi ti onal ?

MS. RONIS: No, | realize now we're going to
conme back and tal k about the schedul e, because
t hought we were naybe going to do it offline and get
back to you anot her day.

JUDGE MACE: Oh, no, we're going to do that
ri ght now

MS. RONIS: | understand. Thank you.

JUDGE MACE: All right. W're adjourned,
and |'d ask one of you to cone down to ny office when
you're ready to go back on the record.

M5. RONIS: The bridge will stay up?

JUDGE MACE: The bridge will stay up, yes.

Thank you.
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(Recess taken.)

JUDGE MACE: Let's be back on the record.
The parties have discussed schedul i ng and have
recited to ne a proposed schedul e that they have as
an alternative to the current schedule, and I -- let
me indicate what that is, and then I'lIl go ahead with
this other itemthat | was addressing.

The parties have proposed November 13th as a
filing date for supplenental direct testinony, and
that testinony would include AT&T, MCI's new version
of the Hatfield nodel. Qwest nay nake sone filing
pertaining to the Triennial Review and other itens,
and Verizon is not certain at this point whether it
will make a filing on that date.

The responsive filing would be due February
9th of 2004; rebuttal, April 2nd; hearings, May 3rd
through the 21st. And that's the schedul e.

The question that | asked counsel for
Verizon had to do with whether or not the reason
Verizon could not provide a stand-al one version of
the VZ Cost nodel was because it was in sonme way tied
in with Verizon's mainfrane conputer, whether the
Web- based version of it was tied in with the
mai nfranme conputer.

And | understand now that M. Kreeger is
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going to address that. M. Kreeger, you have not
entered an appearance so far in this proceeding. And
what |'d like to have you do, if you would, is give
us your name, spell your |ast nane, tell us your
address, give us your phone nunber, your fax nunber,
and your e-mail nunber -- or e-nmil address.

MR, KREEGER: Okay. Thank you, Your Honor
This is David Kreeger. The last nane is spelled
K-r-e-e-g-e-r. I'mwith Wlner, Cutler & Pickering.
The address is 2445 M as in Mary, Street N W,
Washi ngton, D.C. 20037. M tel ephone nunber is area
code 202-663-6407; my fax nunber is 202-663-6363; and
my e-mail address is dkreeger@ii |l mer.com Does that
cover it?

JUDGE MACE: Thank you. Now, you were going
totell us alittle bit about this Web-based nodel

MR. KREEGER: Yes, Your Honor. Verizon's
cost nodel was devel oped and relies on software that
is designed to run on servers, not on persona
conputers. For exanple, a significant portion of the
cost nodel --

JUDGE MACE: Sl ow down, slow down. The
reporter -- we have a reporter here in the hearing
room and so there's two problens. One is the

recepti on over the phone is a little difficult, and
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the second one is you're talking a little fast. So
if you could just slowdown a little bit.

MR. KREEGER: Sure. The Verizon cost node
was devel oped using -- and was devel oped and relies
on software platforns that were designed to run on
server conputers, not on desktop personal conputers.
And one exanple is that a significant portion of the
Verizon cost nodel uses the Mcrosoft.net platform
and that is not a software platformthat can run on a
deskt op personal conputer.

JUDGE MACE: Thank you. So there's no
tie-in to a mainframe conputer?

MR. KREEGER: No, | -- maybe a better way to
think about it is that there are, if you want to
divide the world of conputers into two, there are
desktop personal conputers and then there are server
conmputers. Server computers are the kinds of
conmput ers that house applications that |ots of other
conputers feed off of. And the cost nodel was
designed to run on a server conputer, and so it can't
just be transferred to sonmebody el se's desktop PC.

It can be accessed from a desktop PC through the Wb,
but the guts of the nodel itself, in other words, the
i nner worki ngs of the nodel can't be sinply

transferred onto sonebody el se's conputer so that
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they run entirely on a stand-al one conputer.

JUDGE MACE: All right. Thank you. That's
hel pful. There's another individual, M. Huther.
I'd like to have -- you're an attorney; right?

MR, HUTHER: Yes, | am

JUDGE MACE: Would you please give your |ong
form appearance? | don't think we have an appearance
fromyou on the record yet so far.

MR. HUTHER: |'d be happy to.

JUDGE MACE: Co ahead.

MR. HUTHER  Chris Huther, Hu-t-h-e-r. I'm
with Preston Gates Ellis & Rouvel as Meeds. The
address is 1735 New York Avenue, N. W, WAashi ngton,

D. C, 20006. M phone nunber is 202-661-3850; ny fax
nunber is 202-331-1024; and nmy e-mail address is
chut her @r est ongat es. com

JUDGE MACE: Thank you.

MR. HUTHER:  You're wel come.

JUDGE MACE: |s there anything else that the
parties want to address with regard to the notion to
strike the Verizon cost nodel ?

M5. SMTH:  Yes, Your Honor. Two things, if

JUDGE MACE: Go ahead.

MS. SMTH: This is Shannon Snmith, for
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Commi ssion Staff. One thing, with respect to

al lowing Web sites or other web addresses in as

evi dence, that's one consideration. Another

consi deration is beyond the evidentiary record in
this case that goes to this Comm ssion's obligation
to have a public record for all of the decisions that
it makes, and it nmay be sonething the Conm ssion may
wi sh to consider, whether a Web-based nodel will
satisfy this Commi ssion's obligation to have a record
avail able for public review of the decisions that it
makes.

That's something that | haven't anal yzed,
but I think that is a factor that should be tossed
out for consideration while we're discussing whet her
or not a Web-based nodel in and of itself is
perm ssi bl e.

The second question is -- or comrent is nore
a question to Ms. Ronis, and | don't expect Verizon
to have an answer today, and | woul d have brought it
up earlier, except for my expert sitting next to ne
just whispered it in my ear, but there is -- perhaps
there's a possibility that Verizon's nodel could be
| oaded onto another party's server, such as the
Commi ssion's server. | don't knowif it's possible,

| don't know if our server can accommpdate that, but
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that mi ght alleviate sone of the problens with VZ
Cost being accessed over the Wb with persona
conputers. And | don't know if that's possible.
It's something to maybe think about.

JUDGE MACE: M. Kreeger, do you have
anything for us on that topic?

MR, KREEGER: Your Honor, ny understandi ng
is that that is either not possible or extrenely
difficult to do, because of the conplexity of the
progranms, but we can certainly check with the experts
at Verizon who are involved in the devel opnent of the
nodel and find out whether it mght be feasible to do
t hat .

JUDGE MACE: |'d appreciate it if you would
do that. And Ms. Ronis, | think you can include that
information in the letter that |I'm expecting from
you, which will probably be quite volum nous at this
poi nt, because it's going to include a lot of itens,
but what I'mgoing to ask you to do is find that
i nformati on out, nake sure that you give ne the
citations that you have about the use of a Wb site
based nmodel in a proceeding such as this, evidentiary
paraneters for that, and you'll be distributing it to
the parties.

And | think at that point | would allowthe
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1 parties to respond if they have any further argunents
2 they want to nmake based on those citations about the
3 use of a Web-based nodel in a proceeding like this.

4 And so when | get your letter, | will allow-- I"l

5 send out a notice to the parties that if they want to
6 address the citations or if you nake any argunent

7 about it in that letter, that they can address that.
8 M5. RONIS: Yes. So | have the Wb -- this
9 i ssue of creating a stand-al one nodel, this

10 additional issue about putting it on this

11 Conmi ssion's server or another third party server,

12 the cites and any argunment on that, | think that

13 covers -- and how long it would take -- well, |

14 covered that, how long it would take if we had to do
15 sonmet hing on a stand-al one basis.

16 JUDGE MACE: Right.

17 MS. RONIS: Okay. Yes, we'll do that and

18 shoot for early next week, perhaps even Monday.

19 JUDGE MACE: That would be good if you could
20 do that. Anything else at this point about the

21 notion to strike the cost nodel, Verizon's cost

22 nodel ?

23 If not, I would like to turn briefly to the
24 petition for reconsideration, and I'm wondering if |

25 coul d ask some questions of the parties, if they
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woul d have the information at this point or could
gi ve ne some gui dance.

MS. ANDERL: Your Honor, this is Lisa
Anderl. | think I'm prepared to discuss that issue,
as wel |, today.

JUDGE MACE: And Ms. Ronis.

M5. RONIS: M. Huther will address it for
Veri zon.

JUDGE MACE: Very well. And | have AT&T,
and MCl is on the conference bridge. |If there's
sonmet hing you can't address, please |let ne know and
"Il find a way for you to get the information to ne.
Much of the discussion in the petition for
reconsi deration revolves around TNS -- that's T, as
in Tom N, as in Nelly, S, as in Sam TNS, and the
fact that their information that's included in the
HAI nmodel is proprietary. There are severa
references to it being comercially avail able, and
I'"'mnot sure | understand why, if it's commercially
avail abl e, AT&T and MCI can't find a way to supply
the information to Qamest and Veri zon.

MS. STEELE: Let ne tell you what is -- sone
things are commercially avail able and sonme things are
not. What is commercially available, as Qwest and

Verizon have taken advantage of in the past, is the
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1 ability to have renpte access from T TNS to the

2 dat abases, the custoner |ocation databases, so that
3 those can be viewed and mani pul ated. It's

4 commercially available in that you have to pay TNS

5 for that access. You cannot get from TNS the

6 dat abases, you can't purchase them but you can have

7 access to them so you can nanipul ate them

8 JUDGE MACE: And how rmuch does it cost for
9 t hat ?
10 MS. STEELE: The cost for any party to do

11 that would be a $5,000 setup fee, and | think that

12 covers the first day of access, and TNS then charges
13 $4, 000 per day for that renpte access. \What is not
14 avail able from TNS, except -- and we haven't tal ked
15 with themlately about what it would cost to buy from
16 themtheir commercial -- their intellectual property,

17 whi ch woul d be the algorithns and their customer

18 | ocation algorithns and their software.
19 Verizon put in sone evidence into the record
20 that they quoted in one proceeding a $2 mllion cost

21 to purchase that intellectual property. So that is
22 not something that we have pursued, given the

23 excessi ve cost of doing that.

24 But the commrercial -- the access is

25 available to any party that wants to nake
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1 arrangenents with TNS to do that.

2 JUDGE MACE: And let nme turn, then, to

3 Verizon and Qrmest. And oh, Ms. Singer Nelson, do you
4 have anything to add to that?

5 MS. SI NGER NELSON: No, thank you, Judge.

6 don't have anything to add.

7 JUDGE MACE: Let ne turn next to Verizon and
8 Qunest. Why is it that you can't pursue -- seens |ike
9 you' ve done that in other proceedings, at |east

10 that's what | read in some of the argunent, that you
11 have obtai ned renote access. What's the barrier to
12 doing that in this proceeding? And I'Il turn to Ms.

13 Ronis, if you --

14 MS. RONIS: M. Huther.

15 JUDGE MACE: Sorry, M. Huther

16 MR. HUTHER: Sure. |I'mnot sure if there's
17 a barrier in this proceeding. It wasn't until we

18 received this nost recent pleading fromAT&T and MCI
19 that the renpte access was even offered. | can tel

20 you that, on behalf of Verizon and other clients in
21 the past, the renpte access, as | think Ms. Steele

22 described, allows us to view and mani pul ate sone

23 limted aspects of the data that we have requested,

24 but it by no neans provides anything renotely

25 approaching the data that was the subject of our
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initial nmotion to conpel and that which you have
ordered themto produce.

In other words, the nost critical conponents
of the data that we need to evaluate and analyze the
nodel cannot be obtained by virtue of this renote
access. In other dockets, AT&T and MCI have financed
a limted nunmber of days so that Verizon or other
carriers could | ook at that data, but as Verizon's
experts have detailed in past proceedings, it's
largely insufficient to conduct any neani ngful review
of the customer |ocation data algorithnms, assunptions
and net hodol ogi es enpl oyed by TNS to produce the data
set that goes into the Hatfield nodel.

JUDGE MACE: What do they provide when you
get renote access?

MR. HUTHER: Well, it's access to certain of
the prograns that TNS has mani pul ated, but in other
words, nuch of what we have sought here is not the
out put of the TNS clustering process, but rather the
aspects -- the inputs, in other words, the Dun &
Bradstreet, the Metrommil databases that serve as the
starting point, and also the source code and
al gorithnms, the software and the nethodol ogi es that
TNS has used to produce the inputs to the nodels. So

there's an entire process that starts with certain
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data that TNS mani pul ates, and as a result of that
process creates inputs to go into the Hatfield nodel.

In order for us to evaluate the inputs that
go into the nodel, that is to say, the outputs of the
TNS exercise, we need to seek both the starting
points, the Dun & Bradstreet, the Metromil
dat abases, as well as all of the manipul ati on of that
data that TNS has perforned on behal f of AT&T and
MCI. And that's the point, sone years ago, when we
were told it was comercially avail able, we asked for
the cost of that, and that's that two to $2.5 nillion
figure that Ms. Steele referenced.

Now, that anount nay have changed in sone
respects since then, but I'd be surprised, because
much of the data sets and other information that TNS
is using to produce the inputs to the cost nodel are
exactly the same as they were back in 1998 or '99,
when they were first used and devel oped.

JUDGE MACE: Ms. Steele, does that conport
wi th your understandi ng of what's avail abl e when
renote access is given?

M5. STEELE: | haven't done it nyself. M
understanding is that the, yes, the locations, you
can |l ook up individual custoner |ocations, you can

pl ot them on a nmap, you can create maps of where they
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are, so that would allow you to test whether the
anmount of plant is sufficient. That's ny
under st andi ng what's avail abl e.

JUDGE MACE: But you agree that the TNS
woul d not be providing access to the Dun & Bradstreet
data, the source codes or the algorithnms?

MS. STEELE: Right. And let nme separate out
those two things, because some of this nmay be
short-cut a little bit here, and that is the Dun &
Bradstreet and Metromail, that's what's going to be
replaced in the new version. The version will then
rely on the Quest and Verizon data, so we will no
| onger have to deal with the proprietary nature of
the Dun & Bradstreet and Metrommil data.

JUDGE MACE: But will you still be relying
on sone of the algorithns and the source codes that
TNS uses?

M5. STEELE: Right. And the source codes --
what TNS does is it takes the addresses and turns
theminto custoner clusters, and that process, the
algorithms, that's what would cost us the two to $2.5
mllion to purchase from--

JUDGE MACE: So that -- sorry.

MS. STEELE: Yes.

JUDGE MACE: So that even when you've used
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the informati on you' ve received from Veri zon and
Qnest, you're still going to be relying on what's
proprietary information from TNS?

MS. STEELE: We woul d no | onger have one set
of proprietary information, but there would still be
TNS's software. |Its intellectual property would be
involved in creating the clusters that go into the
nodel , yes.

JUDGE MACE: So that this problem in
guotes, that Verizon and Qwest raise would al so
append itself to any new filing that you woul d nake?

MS. STEELE: That particul ar aspect of it
woul d remain, yes.

MR. HUTHER: And this is Chris Huther. If |
m ght add, that is one of the npbst inportant aspects
of the process, because whether the starting point is
TNS -- I'msorry, is Dun & Bradstreet or Metromai
addresses froma mailing list or Verizon's customer
| ocation service addresses, there is still a very
conplicated process that TNS perfornms that results in
the inputs to the cost nodel. And so while using
Verizon's service addresses does elimnate sone of
the problem it doesn't elimnate the nost
signi ficant of the problens.

MS. STEELE: | assunme that we will have an
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argunent about how significant that problemis.
can relate that, in many jurisdictions, Qwmest and
Verizon have found no need to even ask for this
i nformati on.

JUDGE MACE: |I'msorry, say it again.

MS. STEELE: Qwest and Verizon have found no
need to even ask for this information

JUDGE MACE: Let ne just review sonme of ny
notes to nmake sure |'ve covered what | need to ask
you. | think that's pretty nuch it. Does anyone
el se want to address anything else with regard to the
petition for reconsideration?

MS. ANDERL: Your Honor, this is Lisa
Ander | .

JUDGE MACE: o ahead.

MS. ANDERL: | just wanted to state for the
record that the Verizon explanation of what the
i ssues are conports with what ny understanding is,
and Verizon's identification of the issues related to
the source codes and the algorithns, even if the
custoner location information is no | onger an issue,
is exactly our problem as well

JUDGE MACE: | guess there are a couple of
other itens. AT&T and MClI represent that they have

provi ded sufficient information to verify custoner
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| ocation, custoner |location as it influences the

output of the model. [I'mnot sure |'m phrasing that
exactly correctly, but -- and Qwmest and Verizon seem
to insist that that's not enough. I1'd like to -- M.
Steele, I'd like to have you address that, and then

"Il turn to Qumest and Veri zon.

MS. STEELE: Well, Your Honor, the issue in
deternmining costs is to determ ne whether there's
enough plant placed in the ground to serve the
custoners. The infornmation that has been provided to
Qnest and Verizon is sufficient to make that
deternmination. W give them for every cluster, the
anount of plant that's assumed to be needed in that
cluster, information about the customers in that
cluster, information about the geography of the
cluster, et cetera, so that they can find out where
that cluster is on a map. They can put it on a map
they can see what they may think the custoners are,
what the geography is, what the plant needs will be,
and conpare the two.

Those are the -- that's the cost driver, is
how nmuch plant is needed to be in the ground. Now,
where each individual custoner is |ocated, frankly,
Quest's nodel, until very recently, didn't even

| ocate individual custoners; it just said, you know,
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we, for every area, we assune that it's going to need
this much plant. And that's the issue, how nmuch

pl ant is needed, and then we inpose the cost based on
how rmuch plant is needed.

So that is an analysis that Verizon and
Quwest can do with the information that they have
al ready. Now, when they also have the |ocation of
each individual customer, there will be, again, even
nore ability to do that, to place the clusters on the
map, to place the custoners on the map, and to see
whet her there's enough plant included within the
nodel .

What Qwest and Veri zon have asked to | ook
at, essentially, how does -- they want to know how
TNS t akes these addresses and turns theminto
clusters. So they want to know, okay, |'ve got a
group of addresses, how does TNS put theminto one
| ocation. Well, you could see where they are and you
coul d see how nmuch plant is used by the nodel to
reach the custoners, and that's what drives the cost.
So there is no need to |l ook at this internediate
stuff.

JUDGE MACE: Thank you. Ms. Singer Nel son,
did you have anything to add to that?

MS. SINGER NELSON: No, | think Mry
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1 represented everything very well

2 JUDGE MACE: Ms. Ronis or Ms. Anderl? Did
3 you want to address this side of the issue?

4 MS. RONIS: M. Huther.

5 MR, HUTHER: |'m happy to go first, but I'd

6 defer to Ms. Anderl if she'd like to take a stab at

7 it.
8 MS. ANDERL: Sure, go ahead, Chris.
9 MR. HUTHER: Ckay. | certainly appreciate

10 AT&T and MCl's desire to dictate the nature and the
11 formof the analysis that opposing parties take with
12 respect to their cost nodel, but that is not what the
13 di scovery standard in the state of Washi ngton or any
14 other state is limted to, but it is something of a
15 red herring to suggest that the only rel evant

16 guestion is whether there's enough outside plant

17 pl aced by the nodel. That's the analysis that they
18 woul d prefer that we performw th respect to their
19 nodel, but that's not the analysis that we want to
20 perform and that is not the only relevant analysis
21 that a party may wish to perform

22 As a threshold matter, in order to conduct
23 even inquiry that AT&T and MCI proposed, you first
24 nmust understand where the custoners are |ocated in

25 the first place, where they're |ocated by the nodel
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and whet her proper engineering principles have been
adhered to in devel opi ng how the network is designed.

JUDGE MACE: But if you had the custoner
| ocation information, whether it's clustered or -- |
mean, if you have it raw or in whatever way, then it
seens |i ke the engineering of the network woul d take
pl ace fromthat basis.

MR, HUTHER: But we only -- all they would
like us to focus on and what your question presunes
is that the output of the TNS exercise is sufficient.
In other words, we take a nodel ed output of a
custoner | ocation and then we try and determnmi ne, on
the basis of that nodel ed out put, what -- whether the
nodel has not just designed sufficient plant or
nodel ed sufficient plant, but rather whether that the
design that the nodel enploys conforns with
engi neeri ng standards.

And it also inplicitly demands that you have
sonme understandi ng of how the original custoner
| ocations were converted to the nodel ed custoner
| ocations. And that's the piece that we have never
been able to observe by virtue of the access, whether
it's renote or otherw se, that AT&T and MCI have
given us to their nodel. So --

JUDGE MACE: But Verizon doesn't use that
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kind of -- I nean, it doesn't use raw data in its own
model ; isn't that correct?
MR, HUTHER:  Well, 1'Il let Ms. Ronis speak

to the Verizon nodel, but when this input database,
this clustering database and custoner |ocation

dat abase was devel oped sone years ago, it was touted
as a significant nodel advancenent. And when they
commi ssioned TNS to performthis task, it was
supposed to change dramatically the nature in which
their nodel estimated cost.

Be that as it may, in order for us to test
the accuracy of those original clains, which are in
fact repeated here in the opening testinony and in
t he cost nodel description, we have to have access to
each conponent of the nodel.

And to suggest that AT&T gets to dictate what
anal ysis we performor what analysis is relevant is
certainly not contenplated by the procedural rules.

JUDGE MACE: Ms. Anderl, do you have
anything to add to that?

MS. ANDERL: Yes, Your Honor. And | think
we' ve pointed this out in our answer, although that
was only filed yesterday. | just wanted to
enphasize, and | think this is very consistent with

what M. Huther said, and that is that we do not
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believe it is appropriate for AT&T and MCI to dictate
the type of analysis that we can do in order to
explore the validity and viability and credibility of
t heir nodel .

VWhat we seek to be able to do is to test
that -- about HAIl is to replicate the creation of the
costers. The only way we can do that is the custoner
| ocati on data, source codes and al gorithns. You
know, what Ms. Steele is saying -- or let's not nmke
it personal. What AT&T is saying is, you know, if
our plant nmodels 20,000 mles of cable or if our
nodel nodel s 20,000 miles of cable, and Qmest, you
think that's pretty close to right, then you should
stop. You don't have to | ook at this anynore.

Well, our question is, is that a |ucky
guess, is it a coincidence, or is it because the
nodel really does locate the custoners correctly,
cluster themcorrectly and build enough plant to each
of them And if it is indeed just a |lucky guess or a
coi ncidence, that calls into question the reliability
of all of the rest of the nodel.

We have an opportunity to at |east explore
or ought to have an opportunity to at |east explore
that question, but the type of analysis that AT&T

would limt us to does not enable us to do that.
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We think it's just critical that we have
access to this information. The information is
clearly relevant, clearly relied upon heavily,
exclusively by AT&T and MCI, and it's continually
uncl ear why sonme sort of a |icense or other
arrangenent with TNS can't be nade by the nopdel
sponsors to produce this infornmation that was clearly
prepared at the behest of the npdel sponsors.

JUDGE MACE: Do you agree with Ms. Steele
that there are proceedings simlar to this in other
jurisdictions where Verizon and Qwvest have not asked
for this information?

M5. ANDERL: | do not know if there are
recent proceedi ngs where we have not asked for it.
My know edge of history of recent cost dockets in
Qnest's region is that we have asked for the
information in all of the proceedings. W have not
gotten it in all of the proceedi ngs, but we have
asked for it.

MR. HUTHER: This is Chris Huther. 1'm not
aware of a single Verizon proceeding in which Verizon
has not sought this information, and |I'm al so not
aware of a single proceeding in which we've sought
the information that it's ever been provided.

JUDGE MACE: Ms. Steele.



0364

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MS. STEELE: If | could very briefly
respond, the Utah proceeding just concluded recently,
and ny understanding is that Qwest did not request
the information in that case. The -- and | should
back up on that. It is possible that they made a
request. They never filed any kind of notion to
conpel, and we indicated that we woul d not provide
that data in that case.

As far as the type of analysis, what | am

hearing from Qvest and Verizon that they want to do,

and again, | don't, because | wasn't prepared to
respond to this today, | don't know exactly how nany
clusters we're talking about. | believe it's about

1,200 for at |east one of the parties, but there are,
you know, these 1,200 clusters. Qwest and Verizon
could test each individual cluster to see whether
there's enough plant in that cluster. To say that if
it corresponds to the anobunt that Qwest and Verizon
bel i eves should be in the cluster, and it's a | ucky
guess, 1,200 tinmes, that would seemto nme to be
stretching it.

There is an awful |lot of work that Qwest and
Verizon can do to validate this nodel and there just
has been no showing that there is a need for this

i nf ormati on.
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1 JUDGE MACE: Well, | don't want to get into
2 the question of need versus relevancy. | think

3 that's addressed adequately in your various

4 argunments.

5 Is there anything el se that anyone wants to
6 bring up with regard to the petition for

7 reconsideration at this time? Al right. | need to
8 ask you to stay on the line if you are on the line,
9 because the reporter will need to ask you if you will
10 be ordering copies of the transcript.

11 | don't know when an order will come out

12 with regard to either the notion to strike or the

13 petition for reconsideration, but it will be soon, as
14 soon as it can be done, bearing in mnd that the

15 October 3rd filing date is not something you need to
16 worry about at this point. So if there's nothing

17 el se, then thank you, and we're adjourned. Please
18 stay on the |ine.

19 (Proceedi ngs adjourned at 3:22 p.m)
20
21
22
23
24

25



