Exhibit MH-1T

BEFORE THE WASHINGTON STATE
UTILITIESAND TRANSPORTATION COMMISSI ON

In the Matter of the Petition for
Arbitration of
AT&T COMMUNICATIONSOF THE

PACIFIC NORTHWEST AND TCG
SEATTLE,

Docket No. UT-033035
With
QWEST CORPORATION

Pursuant to 47 U.S.C. Section 252(b)

S N N N N N N N N N N N N

DIRECT TESTIMONY OF
MICHAEL HYDOCK
ON BEHALF OF AT&T COMMUNICATIONSOF THE
PACIFIC NORTHWEST, INC. AND TCG SEATTLE

ON DISPUTED ISSUES 1, 22, 30, 33, and 34

SEPTEMBER 25, 2003



10

11

12

13

14

15

16

17

18

19

20

Docket No. UT-033035
Direct Testimony
Exhibit MH-1T
September 25, 2003
Page 1 of 18

l. INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My nameis Michadl Hydock. My business addressis 21975 E. CogtillaDr., Aurora,

Colorado 80016.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

| am employed by AT& T as adistrict manager in the Loca Services and Access
Management organization. My responghbilities include avariety of loca telephony-
related duties, including the negotiation of interconnection contract agreements and
the andysis of the underlying issuesin these agreements. | have dso analyzed loca
exchange carriers intragtate costing and pricing methodologies and studies. Asan
expert witness, | have submitted testimony on locd issueswithin AT& T's western
region. | have previoudy submitted testimony in regulatory or legidative hearingsin
Arizona, Colorado, lowa, Minnesota, Montana, Nebraska, Oregon, Utah, and

Washington on behdf of AT&T, or my previous employer, MCI.

HAVE YOU TESTIFIED BEFORE THISCOMMISSION BEFORE?

Yes. | have gppeared before this Commission representing MCl and AT&T on the

first round of arhitrations and loca cost cases.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

| graduated from Rutgers University in 1975 with a Bachelor of Artsdegreein
Economics. | received a Magters of Economics from the graduate school a

Georgetown Univerdity in 1977, and have completed my Ph.D. coursework and
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comprehengve examinaions. | have dso completed various training seminars
offered by MCl WorldCom and AT& T in marketing, telecommunications, network,

and cogting methods in the telecommunications field.

PLEASE DESCRIBE YOUR WORK EXPERIENCE.

| began my career with AT& T in 1981 in the Accounts and Finance department of
AT&T Long Lines. During that time | spent five years doing economic forecasts to
support network and business planning. From 1986 to 1990, | was employed by
AT&T inits Eagtern Region working onintrastate and federd regulatory and access

planning issues

In 1990 | began working for MCI in its Federd Regulatory Department. In that group
| was respongible for developing MCI regulatory policy on avariety of issues,
including access and universd service. In 1994 | moved to the MClmetro start-up
venture where | performed regulatory and business analysis to support the
development of MCl'sloca business. 1n 1995 | transferred to the Western Region
where | managed loca competition policy for MCl's Law and Public Policy group in
the Western Region. During the period 1995 to 1999 | provided regulatory and
business support for the negotiation and arbitration of Interconnection Agreements
("ICAS") that MCI was developing with Qwest. | became closdly involved with a
variety of costing dockets in the Western Region, and testified a a number of

hearings.



10

11

12

13

14

15

16

17

18

19

20

21

22

Docket No. UT-033035
Direct Testimony
Exhibit MH-1T
September 25, 2003
Page 3 of 18

In 1999 | accepted my current position as Didtrict Manager, ICA Negotiationsin the
Western Region of AT&T. Sincethat time | have been involved in the negotiations
of interconnection agreementsfor AT& T with Qwest. | have negotiated a number of
amendments to the existing AT& T/TCG contract, have participated in the SGAT/271
workshops held throughout the region, and have managed the current re- negotiations

of the AT& T/Qwest contract.

PLEASE DESCRIBE THE NEGOTIATIONS PROCESSWITH QWEST.

Just about the timethe origind AT& T contracts were coming up for renewal, Qwest
embarked on the 271 long distance entry process. Both Qwest and AT& T agreed to
suspend bi-laterd negotiations until that process was concluded. AT&T played a
sgnificant role in the SGAT workshops that were part of the Qwest 271 process. As
the 271 process was winding down, AT& T and Qwest entered into interconnection
agreement negotiationsin the Spring of 2002. The two parties used a near find
verson of the SGAT as a dtarting point, and negotiated severd broad issues. updates
for new offeringsintroduced by Qwest after the workshops ended, items for which
AT&T sought increased darity, and the introduction of a billing section, anong

others. For those areas that parties disputed during the workshops, areview of those
disputed issues was made and in some cases state- specific language as approved by
the state commissions was proposed for the individua state agreements. Thefind
result of these negotiations was sgnificant agreement on most issues, and a handful

of disputed issues that the parties are arbitrating in this proceeding.

WHAT ISTHE PURPOSE OF YOUR TESTIMONY?
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My testimony will addressissues 1, 22, 30, 33, and 34 as delinested in the Disputed

IssuesLigt (“DIL”) filed by AT&T in this proceeding.

ISSUE 1. SECTION 1.9: CLEC'SABILITY TO OBTAIN SERVICES FROM
AGREEMENT OR TARIFF

PLEASE EXPLAIN THE CURRENT STATUSWITH ISSUE 1.

AT&T and Qwest werein dispute over this provison a thetime AT&T filed its
arbitration petition in this proceeding. However, snce that time the parties have

agreed to close the issues by accepting the AT& T proposed language as follows.

19 If aany timewhilethis Agreement isin effect, Qwest
provides, pursuant to the terms of any effective Tariff, services,
Interconnection or Network Elements &t rates, terms, or conditions
different from those available under this Agreemert, then CLEC may,
a its discretion, subgtitute the Tariff’ srates, terms and conditionsin
whole or in part, in place of the relevant rates, terms and conditionsin
this Agreement. CLEC may exercise this option by following the
process s&t forth in Section 1.8 of this Agreement. CLEC' s élection of
Taiff terms shdl be handled pursuant to the same rules governing
adoption of Interconnection Agreement terms pursuant to Section
252(i) of the Act.

1.9.1 Separate from such adoption, CLEC may choose to place
orders from a Qwest Tariff. If CLEC does so, but does not choose to
incorporate such Tariff termsinto this Agreement, such orders shdl be
governed by the Tariff terms and conditions. When ordering from a
Qwest Taiff, if the ordering process used by CLEC and the
information contained in the order are both the same asfor orders
placed under this Agreement, Qwest may not be able to recognize that
the order is made under a Qwest Tariff. If Qwest isnot able to
recognize that digtinction, CLEC and Qwest will mutudly agreeto a
process by which CLEC orders placed under a Qwest Tariff can be
digtinguished by Qwest as being placed under a Qwest Tariff rather
than under this Agreement.
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. 1SSUE 22. SECTION 8.2.1.31: ABANDONMENT

WHAT ISTHE PURPOSE OF SECTION 8.2.1.317?

This provison deds with Stuationswhere AT& T “abandons’ equipment in a
collocation site in a Qwest premise. If the equipment is determined to be abandoned,
then Qwest has certain rights as to the disposition of the equipment. The questions of
sgnificance are: 1) when is the equipment determined to be abandoned and 2) once

that determination is made, what are Qwest'sand AT& T’ srights?

DOESAT&T EVER THINK IT WILL “ABANDON” EQUIPMENT AT
QWEST PREMISES?

ASAT&T isamulti-nationa corporation employing GAAP rdlated systematic
accounting of its assets, AT& T does not plan to “abandon” equipment at the Qwest
premises. However, AT&T’s concern isthat, based on Qwest’ s proffered language, it

could be considered to have abandoned its property, at Qwest’s sole determination,

without any objective criteriain place to make that determination.

HASAT&T MODIFIED ITSPROPOSAL FOR ABANDONMENT SINCE
THE FILING OF ITSPETITION?

Yes.

WHAT DID AT&T DO TO CRAFT ITSMODIHED PROPOSAL ?

AT&T worked with Qwest’s proposal and added/substituted provisions to include
that 1) Qwest can make the determination that property has been abandoned but must

use objective criteria, 2) Qwest’ s notice regarding abandonment must contain certain
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information, 3) Qwest must attempt to mitigate its damages, and 4) an accounting is

only required if a CLEC requedsit.

AT& T s proposed language is as follows:.

8.2.131 Qwest may determine in good faith, usng
nondiscriminatory objective criteria, that equipment or property of
CLEC has been abandoned or |eft unclaimed in or a a Collocation
Premises. One of the objective criteria that must be present before
such determination may be made isthat CLEC hasfailed to pay
undisputed monthly recurring charges associated with such
Collocation Premisesfor at least three consecutive months
immediatdy preceding such determination. Once Qwest makes such a
determination, it may provide CLEC notice of abandonment which
shdl & aminimum include (i) the identification of the affected
Collocation Premises, (ii) the bases for Qwest’ s determination of
abandonment, (iii) apoint of contact at Qwest regarding the claimed
abandonment and (iv) notice that CLEC has no less than thirty (30)
Days to remove its equipment or property.

821311 If CLEC responds in writing within thirty (30) Days
that it disputes Qwest’s determination of abandonment, the parties may
resolve the digpute through negotiation or Digpute Resolution pursuant
to Section 5.18, initiated no later than the end of such thirty (30) Day
notice period.

8.2.1.31.2 If CLEC responds to such notice agreeing with such
abandonment or fails to respond to such notice, CLEC' s equipment
shall be deemed abandoned and CLEC shdl have until the end of such
thirty (30) Day notice period to remove its equipment or property from
the Collocation Premises. If CLEC failsto remove its equipment or
property by the end of such thirty (30) Day period, Qwest may
appropriate, sdll, store, and/or otherwise dispose of such equipment;
provided, however, that if CLEC has commenced remova of its
equipment or property prior to the end of such thirty (30) Day period,
Qwest shdl dlow CLEC up to thirty (30) additiond daysto complete
the remova. Once the time period for remova of CLEC' s equipment
or property has egpsed, Qwest shdl cease charging CLEC any
recurring charges associated with the Collocation Site where such
abandoned equipment or property was located. CLEC shdl reimburse
Qwest for dl reasonable expenses incurred in connection with the
storage or digposition of such equipment or property, provided that
Qwest makes reasonable efforts to mitigate such expenses. If Qwest
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receives value for such abandoned equipment or property, Qwest shdl
use such value to offset expensesit incursin gppropriating, sdling,
storing or otherwise disposing of such equipment of property. Qwest
shdl not be obligated to provide CLEC with an accounting of

expenses Qwest seeks to recover from CLEC, unless CLEC requestsin
writing such an accounting and agrees to bear the reasonable expenses
incurred by Qwest in preparing the same.

Notwithstanding the provisions of this section, where CLEC has submitted a

Decommissioning Application, the terms for Collocation Decommissoning
contained in this Agreement shdl apply.

PLEASE ARTICULATE THE DIFFERENCESBETWEEN AT&T’'S
PROPOSED LANGUAGE AND QWEST'S PROPOSED LANGUAGE?

Thefirg difference relates to what criteria Qwest hasto utilize to determine if

property is abandoned. Pursuant to Qwest’s language, there are no criteria that Qwest
must use to determineif property is abandoned.! AT& T'slanguage alows Qwest to
exclusvely make a determination of abandonment. However, AT& T’ slanguage
requires Qwest to use “ nondiscriminatory objective criteria, that equipment or

property of CLEC has been abandoned or left unclamed in or a a Collocation

Premises.”?

One of the criteria AT& T’ s proposal requires Qwest to demongtrate is
that the CLEC in question “hasfailed to pay undisputed monthly recurring charges
associated with such Collocation Premises for &t least three consecutive months
immediately preceding such determination.”® AT& T includes at least one objective
criterion so Qwest cannot utilize the abandonment provisions arbitrarily and/or in bad

faith to force a competitor into dispute resolution without some legitimate basis.

! See Qwest Proposed Language, Joint Disputed Issues List, Issue 22 at p.18. Thefirst sentence of Qwest's

proposal states, in part, “If Qwest finds, in the course of business, evidence to substantiate that any equipment

or property of CLEC has been abandoned or left unclaimed . . . .”
% See 8.2.1.31. above.

3d.
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The second difference relates to what should be contained in Qwest’ s notice to
CLECs that the property has been abandoned. Qwest language merely requires
Qwest to “notify CLEC in writing of the existence of such equipment or property.”*
AT& T slanguage is more detailed requiring Qwest to provide to CLEC in writing
“(i) theidentification of the affected Collocation Premises, (i) the bases for Qwest’s
determination of abandonment, (iii) a point of contact at Quwest regarding the claimed
abandonment and (iv) notice that CLEC has no less than thirty (30) Days to remove
its equipment or property.” If Qwest intends to assert title to a CLEC' s property, it is
only reasonable for Qwest to provide an informative notice before it does so.
Without this minima information, a CLEC could spend a subgtantia portion of the
thirty-day notice period just trying to understand the reason for the Qwest
determination and the location of the affected collocation Ste. In addition, requiring
the identification of apoint of contact will facilitete information sharing and

resolution of issues.

The third difference relates to mitigation of damages. Qwest’ s language does not
require it to mitigate its damages,® whereas AT& T’ s language does. | have been

advised by counsd that mitigation of damagesis required under Washington law.

Thefind difference relaes to providing an accounting of property, if an affected

CLEC requestsit. Qwest’slanguage has no requirement of an accounting.® AT&T

* See Qwest Proposed L anguage, Joint Disputed Issues List, Issue 22 at p.18. The first sentence of Qwest’s

proposal states, in part, “If Qwest finds, in the course of business, evidence to substantiate that any equipment

or property of CLEC has been abandoned or |eft unclaimed...”

51d.
61d.
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origindly required an accounting in every Stuation where Qwest asserted title based

on abandonment.” AT&T atered its proposa to only require such an accounting

when an affected CLEC requedtsit, aslong as the CLEC agrees to bear the reasonable
expenses associated with the preparation of the accounting. Although AT& T believes
that an accounting is appropriate if Qwest appropriates a CLECs property for itsown
use or sdlls such property, it can understand Qwest’ s stated concern that it should not
have to expend such fundsif a CLEC has no interest in the property.® However, if the
CLEC requires such an accounting for purposes such as tax, bankruptcy proceedings,
etc., Qwest should provide it as Qwest has taken over the possession of such

equipment and must account for it anyway under GAAP.

V. 1SSUE 30. SECTIONS?21.1.2.3.1& 21.1.2.3.2. BILLING FOR TRAFFIC
WITHOUT CIC CODES

Q. PLEASE DESCRIBE ISSUE 30, THE BILLING FOR TRAFFIC WITH NO
CIC (CARRIER IDENTIFICATION CODE) OR OCN (OPERATING
COMPANY NUMBER).

A. ATE&T seeksamutua obligation to provide (i) Operating Company Numbers
(“OCNSs) on local/intraMTA/intraLATA toll cdlsthat are handled within the loca
exchange carriers (“LEC”) networks and that don't involve an Interexchange Carrier
(“IXC"), and (i) Carrier Identification Codes (“CIC”) on calls that do involve IXCs®
The terminating carrier utilizes such a code to determine who the originating carrier is

S0 it may bill access charges to the proper party. As both parties have the ability as

" See AT& T’ s Proposed L anguage, Joint Disputed |ssues List, Issue 22 at p. 19.

8 See Direct Testimony of Philip Linseat p. 12, 1.6-8.

° The CIC code identifies the interexchange carrier and the OCN identifies the local-intraM TA/intraLATA tol|
local exchange carrier so that the terminating carrier knows to whom it should bill terminating charges.
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the trangiting carrier to provide the CIC or OCN and it is difficult (in the instance of
OCN) or impossible (in the ingtance of CIC) to do so asthe terminating carrier, either
party falsto provide thisinformation within the billing record, the party that has

failed to include the CIC or OCN identifier will be respongble to the terminating
carier for intercarrier compensation charges that the terminating carrier would

otherwise hill to the originating carrier or IXC if the OCN or CIC had been provided.

PLEASE EXPLAIN THE NEED FOR CIC CODES.

When IXC cdls come to the terminating carrier through the transiting carrier’s
tandem, the trangting carrier knows from whom it is recaiving the cdls and must
provide the CIC to the terminating carrier within the billing record or else the
terminating carrier will not know the identity of the IXC it should bill. Thetrangting
carrier either knows because the code is embedded in the call or because it knows
what trunk the call came from. If the trangting carrier does not provide the
information, the terminating carrier will have no other means of obtaining it.
Accordingly, the trangting carrier’ sfailure to provide CICs will result in the
terminating carrier’ s inability to bill access charges to the proper carrier. Since the
trangting carrier receives the cdl in the firgt place (over a dedicated trunk group with
a"hard-coded" CIC), it should be responsible to provide the information to
terminating carrier. If the trangting carrier will not expend the effort to provide this
information, thenthe terminating carrier should be able to charge the trangiting carrier
for the access revenue the terminating carrier is unable to bill to the gppropriate

carrier dueto trangiting carrier’ s failure to provide the CIC.
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Inthe case of AT& T using UNE-P to provison service, Qwest isthe only party with
access to the records and information required to provide the CIC or to research the
trunk records of thecal. AT&T isessentialy paying Qwest for this sgnding-related
data stream so that it can bill its end users and the IXCs that are terminating long
digancetraffictothe AT& T end users. AT&T has no vishility into the Qwest access
trunks that are terminating the call to the AT& T UNE-P customer. AT& T expects
that Qwest offer explicit guarantees of assstance so that AT& T can recover the

revenueto which it is entitled.

PLEASE EXPLAIN THE NEED FOR OCNS.

Similar to the requirement for CICs, the trangting carrier should provide the
terminating carrier with the OCN on other cal types because the trangting carrier is
directly interconnected with the originating carrier and is therefore able to obtain or
derive the OCN by virtue of the dedicated connections. When AT&T isthe
terminating carrier, it generdly pays Qwest for billing records that are supposed to
include the CIC or OCN, the information should be contained in those records. If not,

Qwest should bear respongibility for this omisson.

PLEASE DESCRIBE THE TYPES OF ARRANGEM ENTSTO WHICH ISSUE
30ISAPPLICABLE.

Thisissue aiseswhen AT& T, or arguably Qwest; uses its terminating recordings to
bill carriersfor cals completing to AT& T’ s network. Inthiscase, AT& T isunadle to
bill the correct originating carrier when that carrier is utilizing Qwest’ s switch on an

unbundled bass, unless AT& T receives the OCN from Qwest. In addition, when
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AT&T terminatesintraM TA wirdess or intraL ATA tall calls routed through Qwest's
tandem, AT& T will likewise not know whet carrier to bill unless Qwest providesthe
OCN to AT&T. Without the provided information, AT& T must currently manualy
examine each cdl record with the missng OCN and plot the originating NPA-NXX
againg loca routing numbers from the loca number portability databases to identify

the originating company. AT&T is expending funds to automate this process.

WHY DOESAT& T REQUIRE THE OCN OF THE ORIGINATING

CARRIER WHEN THE ORIGINATING CARRIER ISUTILIZING QWEST’S

SWITCH ON AN UNBUNDLED BASIS?

Because the cdl originates from a Qwest switch, the AT& T switch will see Qwest as
the originating carrier. That iswho AT& T will bill unless Qwest provides the OCN
of the carrier usng UNE switching to originate the call. Without the OCN, AT& T

will not know the correct carrier to hill.

DOESQWEST HAVE THISOCN INFORMATION?

Yesit does. Qwest records the originating call and is dso aware of what other CLECs
are purchasing Qwest’s unbundled local switch dements, so dthough the originating

carier is not known by AT& T, Qwest does have the information.

WHY DOESAT& T REQUIRE THE OCN OF THE ORIGINATING
CARRIER FOR INTRAMTA AND INTRALATA TOLL CALLS?

Thisissmilar to the need for an IXC CIC. These cdls come from carriersto Qwest’s
network and arethen routed to AT&T. AT& T needsthe OCN for these carriersin

order to bill them and Qwest has thisinformation. If for some reason Qwest did not
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have thisinformation, it isin aposition to obtain it Snce Qwest is interconnected with

such carriers.

HAS QWEST PROPOSED ANOTHER MEANSTO OBTAIN THE
ORIGINATING OCN?

Qwest has proposed it will pass dong OCN when it is known, but will not take
ligbility for cdlswhere thisinformation is unavallable. AT&T isasking for language
inthe ICA that will require Qwest to be proactive in providing thisinformation in the
event the sgnding information does not provide it and take financid respongbility
for those cdls. Thisisbeng proposed asareciproca obligation of both AT& T and

Qwest.

V. ISSUE 33. SECTION 21.2.4: ALTERNATIVELY BILLED CALLS

PLEASE EXPLAIN WHAT ALTERNATIVELY-BILLED SERVICESCALLS
ARE.

Alternate Billed Services (“ABS’) means a service that alows end usersto hill cdls
to accounts that may not be associated with the originating line. In other words, these
are accounts held with carriers other than the end user’slocal provider. There are
three types of ABS cdlls. cdling card, collect and third number billed cdls. Inthese
scenarios, AT& T may not be the provider who is entitled to the revenue for these

cdls.

SHOULD THE BILLING OF ALTERNATELY BILLED SERVICESCALLS
BE PART OF THISINTERCONNECTION AGREEMENT?
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No. Arrangementsfor ABS cdls arein the nature of billing and collection
agreements. Interconnection agreements under section 252 of the Act are for the
purpose of establishing interconnection for the exchange of traffic and the sde by the
incumbent carrier of certain services such as UNEs and collocation to a CLEC.
Certainly billing arrangements between AT& T and Qwest for the services they
provide to each other are appropriate and are included in the Proposed

I nterconnection Agreement. In thisway, each party to the interconnection agreement
can hill the other for the wholesae services they provide to each other. However, a
billing and collection agreement that makes AT& T Quest’s agent for billing end
usersfor retal services provide by Qwest, or other carriers, is not required by the Act.
Asareault, arangements for ABS calls should not be included in an interconnection
agreement and should not be the subject of an arbitration under section 252 of the

Act.

WHAT ISQWEST'SPOSITION ON THIS I SSUE?

Qwest intendsto bill AT&T directly for ABS calswhen AT& T hasaUNE or Resde

customer.

WHY DOESAT&T OBJECT TO QWEST’'S PROPOSAL ?

As gtated above, AT& T isnot required by the Act to enter into abilling and
collection arrangement with Qwest for ABS calls. The completion of these calls can
generate ahilling relationship with athird party thet is not a party to this
interconnection agreement, or it can involve a billing relaionship with Qwest for

services that are not provided pursuant to the interconnection agreement between



Docket No. UT-033035
Direct Testimony
Exhibit MH-1T
September 25, 2003
Page 15 of 18

10

11

12

13

14

15

16

17

18

19

20

21

22

AT&T and Qwest. Moreover, under the Qwest proposal, AT& T would be required to
automatically compensate Qwest for the charges payable to athird party who has
completed these ABS calls. AT&T will then be required to collect those charges

from its resd @ UNE- P based customer that accepted those charges explicitly or
implicitly when dlowing the cdl to be completed to its sation. Asaresult, Qwest's
proposal shiftsto AT& T dl the costs and risks of hilling and collection for aservice

AT&T did not even provide.

Furthermore, the Qwest proposa isincomplete and inadegquate. The Qwest proposal
isincomplete because it provides three sentences that address the only thing Qwest
redly cares about — being paid at a high rate without any collectionrisk. It does
nothing for AT& T, except exposeit to costs of billing, costs of collection and the risk
of being unable to collect. These are dl topicsthat require negotiation. The
compensation proposed by Qwest is aso inadequate. 1n response to Qwest Data
Request 01-007 in the Colorado proceeding, AT& T produced the “ Alternate Billed
Services‘ABS Agreement” recently entered into between AT& T and SBC for
thirteen dates. Thisis a Sixteen page agreement, freely negotiated between AT& T
and SBC. Theterms provide a40% discount to AT& T on dl accountsreceivable. In
addition, SBC pays AT& T $.05 per billed message. Thisis subgtantidly better than
the Qwest proposed financid arrangement. In addition, this agreement dedls with
other terms aswell, such as cal blocking, billing services (e.g., support provided by
SBC in connection with aternate billed calls), unbillables, rejects, uncollectibles, eic.

AT&T and Qwest need to take the time to negotiate terms of an arrangement for
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dternatively billed cals. Qwest should not be dlowed to leverage this arbitration to
avoid such anegotiation or to force its one-9ded termson AT& T. | am ataching a

copy of the SBC/AT& T agreement as Exhibit MH-2 to my testimony.

CAN YOU GIVE AN EXAMPLE OF HOW THE ALTERNATIVE BILLED

CALLSWILL OCCUR AND THE BILLING RELATIONSHIPSTHAT WILL

BE REQUIRED WHEN A THIRD PARTY ISINVOLVED?

Let' susethefollowing example. An AT& T UNE-P customer accepts a collect cdl
from an operator service provider (“OSP’) thet is providing serviceto aprisonin a
distant state. Under the Qwest proposal, AT& T would be autometicaly billed by
Qwest for the cost of the call, and Qwest would remit AT& T’ s payment to the OSP.
AT&T, therefore, would need to incur the costs of isolating those charges from the
hill, placing those chargesin a distinct place on the customer’ s hill, and collecting
those charges from the customer. In these cases, the customer might dispute the bill
and not agree to pay those chargesto AT&T. AT&T, asthelocal service provider,
has little recourse other than to enter into a dispute with the customer over the bill to
collect for servicesit did not provide. In most cases, AT& T cannot disconnect local
sarvice for the falure to pay that bill. What Qwest has essentidly doneinthiscaseis
to provide aready source of fundsfrom AT& T for Qwest’s rdaionship with the

OSP, and has exported the billing and collection costs and risk to AT&T.

WHAT ISAT& T PROPOSING ASAN ALTERNATIVE SOLUTION?

AT&T seeks to make these processes subject to a separate negotiated agreement
whereby dl the details with respect to these billing and collection costs and

responsibilities are part of a separate defined agreement. AT&T is prepared to enter
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into such discussions with Qwest a any time. Such an agreement should be separate
from the interconnection agreement because billing and collection agreements for
retail services provided by third parties are not required by the Act. If experienceis
any indicator, Qwest will argue that the parties have dready been employing its
suggested billing arrangement in Washington. However, thisis of no import based on
the fact that AT&T, until recently, rarely incurred any expense of third party billing
arrangement with Qwest dueto AT& T’ slack of entry into the local market.
Accordingly, AT&T viewed the arrangement as language without any impact.
However, ass AT& T anticipates its volume will increase in the future, the need for a

formalized and equitable billing arrangement increases.

WHAT DOESAT&T SEEK FROM THE COMMISSION ON THISISSUE?

AT&T urges the Commissionto recognize that arrangements for ABS cdls do not
belong in an interconnection agreement and are not subject to the arbitration
requirement of section 252 of the Act. If the Commission does not make this finding,
AT&T requests areasonable period of time to negotiate the terms of such an

arrangement with Qwest.

ISSUE 34. SECTION 21.8: BILLING FOR INTRA-LATATOLL CALLS
WHEN QWEST ISTHE LPIC.

PLEASE SUMMARIZE THE NATURE OF THE DISPUTE ON ISSUE 34.

Thisissueissmilar to Issue 33, in that Qwest seeksto force AT& T to be Qwest’s
billing and collection agent for Qwest long distance customers who happen to be

AT&T loca cusomers. Aswith ABS cals, thereis nothing in the Act thet requires
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AT&T to be Qwest’ s hbilling and collection agent for long distance calls placed by
Qwest long distance customers. Consequently, this matter should not be subject to

arbitration under section 252 of the Act.

DOESAT&T ASA LONG DISTANCE PROVIDER BILL ITSLONG
DISTANCE CUSTOMERSDIRECTLY?

Y esit does, dthough it does have negatiated hilling and collection agreements with
some carriers who do perform ahilling and callection function on behaf of AT&T.
However, | must make clear that AT& T does not have amechanism to compel these
cariersto act asAT& T’ s hilling and collection agent. AT&T has to negotiate these
agreements and enter into them on terms and conditions that are mutualy agreesble.
Qwest must be required to do the same, yet Qwest seeks to improperly gain an

advantage through this arbitration that other long distance carriers do not have.

DOESTHISCONCLUDE YOUR TESTIMONY?

Yes.



