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BEFORE THE WASHI NGTON UTI LI TI ES AND

TRANSPORTATI ON COVM SSI ON

In the Matter of the Review of ) Docket No. UT-023003
Unbundl ed Loop and Switchi ng Rates)

and Review of the Deaveraged Zone ) Volune 11

Rate Structure ) Pages 23 to 114

)

A prehearing in the above matter was held
on July 11, 2002, at 9:30 a.m at 1300 South Evergreen
Park Drive Southwest, Room 108, O ympia, Washington,
before Adm ni strative Law Judge LAWRENCE BERG.

The parties were present as foll ows:

THE WASHI NGTON UTI LI TI ES AND
TRANSPORTATI ON COWM SSI ON, by SHANNON SM TH, Assi st ant
Attorney General, 1400 South Evergreen Park Drive
Sout hwest, Post Office Box 40128, O ynpia, Washington
98504- 0128, Tel ephone (360) 664-1192, Fax (360) 586-5522,
E-mail ssmth@wtc.wa.gov; and by MARY M TENNYSON, Seni or
Assi stant Attorney General, (360) 664-1220, E-nmil
nt ennyso@wt c. wa. gov.

QNEST CORPORATI ON, by LISA A. ANDERL,
Cor porate Counsel, 1600 Seventh Avenue, Room 3206,
Seattle, Washington 98191. Tel ephone (206) 345.1574, Fax
(206) 343-4040, E-mail |anderl @west.com and by ADAM L.
SHERR, Tel ephone (206) 398-2507, E-mail asherr @west.com

VERI ZON NORTHWEST, | NC., by JENN FER
McCLELLAN, Attorney at Law, appearing by tel ephone.
Hunton & Wl lians, 951 East Byrd Street, Richnond,
Virginia 23219. Tel ephone (804) 788-8571, Fax (804)
788-8218, E-mmil jnrclell an@unton.com

AT&T OF THE PACI FI C NORTHWEST, INC., XO
WASHI NGTON, | NC., and PACWEST TELECOM I NC., by GREGORY J.
KOPTA, Attorney at Law, Davis Wight Trenmi ne, LLP, 2600
Century Square, 1501 Fourth Avenue, Seattle, Washington
98101-1688. Tel ephone (206) 628-7692, Fax (206) 628-7699,
E-mai | gregkopta@w.com
JUDI TH CEDERBLOM CCR, Court Reporter
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THE PUBLI C, by SI MON FFI TCH, Assi stant
Attorney Ceneral, 900 Fourth Avenue, Suite 2000,
Seattl e, Washington 98164-1012, Tel ephone (206)
389- 2055, Fax (206) 389-2058, E-nmil sinmonf@tg.wa. gov.

TRACER, by ARTHUR A. BUTLER, Attorney at
Law, appearing by tel ephone. AterWnne LLP, 601 Union
Street, Suite 5450, Seattle, Washington 98101-2327.
Tel ephone, (206) 623-4711, Fax (206) 467-8406, E-mmil,
aab@at erwnne. com

MCl / WORLDCOM | NC., by M chel Singer
Nel son, Corporate Counsel, appearing by tel ephone. 707
17th Street, Suite 4200, Denver, Col orado 80202.
Tel ephone (303) 390-6106, Fax (303) 390-6333, E-mmil
m chel . si nger nel son@com com

COVAD COVMUNI CATI ONS COMPANY, by K. MEGAN
DOBERNECK, Cor porate Counsel, appearing by tel ephone.
7901 Lowry Boul evard, Denver, Col orado 80230. Tel ephone
(720) 208-3636, Fax (720) 208-3350, E-nmil
ndober ne@ovad. com

ESCHELON TELECOM by David Frane,
appearing by tel ephone. 730 Second Avenue South, Suite
1200, M nneapolis, M nnesota 55402. Tel ephone (612)
436- 1631, Fax (612) 436-1731, E-mail,
dnf rame@schel on. com

ALLEG ANCE TELECOM OF WASHI NGTON, | NC.,
by MORTON J. POSNER, Corporate Counsel, appearing by
tel ephone. 1919 M Street Northwest, Washington DC, 20036.
Tel ephone (202) 464-1792, Fax (202) 464-0762, E-nuil
nort on. posner @l gx. com

ALSO PRESENT for the COW SSI ON, DAVID
GRI FFI TH, Policy Adviser; and DR. GABLE, Policy Advisor,
appeari ng by tel ephone.



0025

1 9:38 a.m
2 JUDGE BERG Let's go ahead and be on
3 the record. This is a joint prehearing conference

4 bei ng conducted before the Washington Utilities and
5 Transportation Conm ssion in docket nunbers UT-023003

6 and docket No. UT-003013. Separate notices of

7 prehearing conference were issued in both cases, but

8 "Il note that all counsel representing all parties in
9 ei ther case are present.

10 Today's date is July 11th, 2002. This
11 joint prehearing conference is being conducted at the

12 Commi ssion's headquarters in Oynpia, Washington

13 At this point we'll proceed to take

14 appearances by the parties, and I will ask that

15 parties' representatives, in addition to providing

16 all contact information, also indicate whether you're
17 representing parties in both proceedings. And if you
18 are, please indicate which parties and which

19 proceedi ngs those are.

20 We' I | begin by going around the room
21 and we'll start with Conmi ssion staff.

22 M5. SM TH: Thank you. Shannon Smith
23 Assi stant Attorney Ceneral, representing Conmmi ssion

24 staff in docket No. 023003. 1400 South Evergreen Park

25 Drive Sout hwest, PO Box 40128, d ynpia, Washington
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98504-0128. M tel ephone nunber is 360.664.1192. Fax
nunber, 360.586.5522. E-mail, ssmith@wtc.wa.gov.

MS. TENNYSON: MW nane is Mary M
Tennyson, |'m a Senior Assistant Attorney Cenera
representi ng Comm ssion staff in docket UT-003013. My
mai | i ng and office address are the sane as
Ms. Smith's. However, ny direct |line tel ephone nunber
is 360.664.1220. Fax nunber is 360.586.5522. E-nai
is ntennyso@wtc.wa. gov.

MR, KOPTA: Gregory J. Kopta of the | aw
firmDavis Wight Tremaine, LLP, on behalf of AT&T and
XO in both dockets, and PacWest Telecom Inc. in
docket UT-003013. My address is 2600 Century Square
1501 Fourth Avenue, Seattle, WAshington 98101-1688.

Tel ephone, 206.628. 7692; fax, 206.628.7699; e-nmi
gr egkopt a@wt . com

MR. SHERR This is Adam Sherr, in-house
counsel for Qemest. Address is 1600 Seventh Avenue,
Room 3206, Seattle, Washington 98101. Tel ephone
nunber 206.398.2507. Fax nunber, 206. 343. 4040.

E-mai | address, asherr@west.com representing Qunest
in both dockets.

MS. ANDERL: Thank you, Your Honor
Li sa Anderl, in-house counsel representing Qunest. M

mai | i ng dress and fax nunbers are the sane as
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M. Sherr's. M direct line tel ephone is
206. 345.1574. My e-mail address is |anderl @west.com

MR. FFI TCH: Good norning, Your Honor
Sinmon ffitch, Assistant Attorney Ceneral, the Public
Counsel section of the Washi ngton Attorney General's
office. The address is 900 Fourth Avenue, Suite 2000.
The tel ephone nunber is 206.389. 2055; fax,

206. 389. 2058; e-mail is sinonf@tg.wa.gov. And, Your
Honor, |'m appearing in both dockets this norning.

JUDGE BERG  Verizon?

MS. McCLELLAN: Jennifer McClellan
representing Verizon Northwest, Inc. I'mwth the | aw
firmof Hunton & Wlliams. Address is River Front
Pl aza, East Tower, 951 East Byrd Street, Richnond,
Virginia 23219. M tel ephone nunber is 804.788.8571
My fax is 804.788.8218, and nmy e-mail|l address is
jrcel el lan@unton.com  And |'m representing Verizon
in both dockets.

JUDGE BERG  TRACER?

MR. BUTLER  Arthur A Butler of the |aw
firmAterWnne LLP, representing TRACER. M address
is 601 Union Street, Suite 5450, Seattle, Washington
98101- 2327. Tel ephone nunber, 206.623.4711; fax
nunber, 206.467.8406; e-mail, aab@terwynne.com

JUDGE BERG.  MCI/ Wor | dConf?
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1 MS. SINGER NELSON: M chel Singer Nel son
2 on behalf of WorldCom Inc. Address is 707 17th

3 Street, Suite 4200, Denver, Colorado 80202. The phone

4 nunmber is 303.390.6106. Fax is 303.390.6333. And ny

5 e-mai| address is mchel.singer nel son@com com
6 JUDGE BERG.  Covad?
7 MS. DOBERNECK: Megan Doberneck on

8 behal f of Covad Comuni cati ons Conpany. M address is
9 7901 Lowry Boul evard, L-OWR-Y, Denver, Col orado
10 80230. Tel ephone nunber, 720.208.3636; fax nunber,

11 720.208.3350. E-mmil address, ndoberne@ovad.com and

12 | am representing Covad in both dockets.
13 JUDGE BERG  Eschel on?
14 MR, FRAME: David Frame, Eschel on

15 Tel ecom 730 Second Avenue South, Suite 1200,
16 M nneapolis, M nnesota 55402. Tel ephone is
17 612. 436.1631. Fax, 612.436.1731. E-mail,

18 dnfranme@schel on.com We're a party in 23003.

19 JUDGE BERG Al |l egi ance?

20 MR, POSNER: Mdrton Posner, appearing

21 for Allegiance Tel ecom of Washi ngton, Inc. --

22 JUDGE BERG M. Posner, |I'mgoing to

23 have to ask you to speak up a little.

24 MR, POSNER: All right. Can you hear ne

25 now?
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JUDCGE BERG. That's nuch better, thank
you. Could you start again?

MR, POSNER: Certainly. This is Mrton
Posner, and | represent Allegi ance Tel ecom of
Washi ngton, Inc. in docket 023003. |I'mat Allegiance
Tel ecom 1919 M Street Northwest, Washi ngton DC
20036. M tel ephone nunber is 202.464.1792, ny fax
nunber is 202.464.0762, and ny e-mail address is
nort on. posner @l gx. com

JUDGE BERG  Thank you, Counsel. Let ne
just ask if there are any other counsel who w sh to
enter an appearance at this tine. Let the record
reflect that there was no response.

M. Posner, I'll just indicate you were
the only party that was sort of coming through on the
weak side, so you will want to speak up. |If you need
to close your office door so no one thinks that
you're ranting, please do so

The first thing that | want to
address --

M5. ANDERL:  Your Honor?

JUDGE BERG Yes, Ms. Anderl.

MS. ANDERL: A point of clarification on
t he appearances: two issues. M. Posner, this is Lisa

Ander!l for Qmest. Could | ask you to please fax a
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copy of your petition to intervene to ny office as we
do not appear to have received a copy?

MR. POSNER: All right.

M5. ANDERL: But | believe we don't have
an objection. | just need a copy for our file.

And then, Your Honor, the Eschel on
petition to intervene indicates that the
representative is Dennis Ahlers, an attorney. 1'd
like clarification whether M. Frame is substituting,
and whether he's an attorney for Eschel on or whet her
he is just standing in for today.

MR. FRAME: This is David Frame. |'m
not an attorney, and | amjust substituting today for
M. Ahlers.

MS. ANDERL: Thank you.

JUDGE BERG. Let ne indicate that --
noting that there are no objections to the
intervention of Allegiance Tel ecom of Washi ngton
Inc., that petition to intervene is granted.

"1l also note that in UT-003013,

Part E, there is a petition to intervene that has
been filed by PacWest Telecom Inc. Let ne just ask
whet her or not there are any objections to the

i ntervention of PacWest in UT-003013, Part E. And if

there are sone concerns, we'll go ahead and inquire



0031

1 further based on that petition.

2 MS. ANDERL: No, there's not from Quest
3 an obj ecti on.

4 JUDGE BERG Al right. Verizon?

5 MS5. McCLELLAN:  No, Your Honor

6 JUDGE BERG Any other party?

7 PARTI Cl PANTS:  No.

8 JUDGE BERG All right. PacWest

9 Telecom Inc.'s petition to intervene in 003013 is

10 granted. Let ne just say for ease of reference, let's

11 call the UT-003013 preceding "Part E"; and the 023003

12 proceeding we'll just call the "new cost case," if

13 that makes it easier for parties.

14 I will also note that there is a notion
15 to suspend schedul e pending in the new cost case

16 filed by Verizon, and 1'd Iike to pass over that for
17 a nmonment and just engage in sone discussion regarding
18 the various elenments that the parties have proposed

19 for consideration in 023003.

20 What |'ve done is gone through all of

21 the comrents of each party and nmade a list, conpiled
22 list of those particular elenments. And there are

23 sone questions for clarification and there are sone

24 el ements that are suggested that | want to have

25 parti es who are proposing el ements nmeke further



0032

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

statenments why those elenents should be reviewed in
the new cost case as well as |let parties opposing
those -- consideration of those el enents make
statenents.

['"l'l indicate that David Giffith is an
advisor to the Commi ssion in the new cost case. At
this point intine, he is not an advisor in the
Part E case.

Dr. Gable is also on Iine on the
conference bridge. He is an advisor to the
Conmi ssion in both the new cost case and Part E
Dr. Gable likew se as we di scuss these el enents may
have sone questions, and |'ve asked himto pl ease
i nterrupt and pose questions whenever he feels it
necessary.

I"'mjust going to start with the Quest
list. There was one filing by Qwest on April 8th,
2002 that indicated the elements of 2-wire | oop, a
4-wire | oop, deaveraged zones, and shared transport,
and | just have a question about the shared transport
elenment. |Is that particularly associated as part of
the UNE-P, or how does that transport el enent factor
into consideration of |oop and switching rates?

MS. ANDERL: It's part of UNE-P

JUDGE BERG All right. And so that's
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the main reason why it's proposed there?

MS. ANDERL: Right. And, Your Honor, |
don't know whether we will be proposing radica
changes to shared transport, but there is a new rate
structure that we have proposed. It's actually in the
SGAT, and the parties have a choice in the SGAT of
either the blended permtted of use rate or the
capaci ty-based structure that the Conmm ssion had
originally ordered.

| think we're just seeking, by
proposi ng shared transport as a rate elenent, to end
up getting the permtted of use rate formalized into
the tariff. And it may or not be changes proposed to
the rate | evel fromwhat we have in the SGAT, but
certainly we think the issue ought to be opened to be
addr essed.

JUDGE BERG Let nme check with Verizon.
Verizon also indicated in its April 8th subm ssion to
t he Commi ssi on subni ssion under recurring charges that
it was proposing to review both conmon and shared
transport termnation as well as conmon and shared
transport facility.

Ms. McClellan, are those being offered
in the sane sense that Qwmest is suggesting review of

shared transport?
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MS. McCLELLAN:  Yes, they are, Your
Honor .

JUDGE BERG Woul d you repeat that
response?

MS. McCLELLAN:  Yes, they are.

JUDGE BERG  Thank you. Anything
further, Ms. McClellan, on that?

MS. McCLELLAN:  Yes. In our letter of |
guess yesterday, Verizon was proposing that that and
t he new cost docket to address all UNEs other than the
line sharing, line splitting, conduit switching
related UNEs. The reason we propose to do that is
t wof ol d.

First, the Conm ssion has indicated
that it would |ike to address a pernmanent commopn cost
rate for Verizon. 1t has been Verizon's position
t hroughout this proceeding that commopn cost
calcul ations has to ook at all direct costs and
shoul d be consistent with the way that the direct
costs are calculated. The Part B proceedi ng shows
the difficulty of trying to establish comopn costs
when the direct costs have been cal cul ated pi eceneal .
We hope to avoid that by addressing all costs at the
same time.

The second reason is that npbst of the
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UNE rates are related, particularly the |oop rates,
all of the various subl oop pieces, high capacity

| oops, even sonme switching when you | ook at the
combi nations. Both the prior docket and this docket
have shown that when you try to calculate rates that
are related, or elenents rates -- or for elenents
that are related in a pieceneal fashion at various
points in time, you run into difficulties about

whet her or not they are consistent, trying to make

t hem consi stent.

To avoid that problem Verizon proposes
to address all related UNEs through one cost
nmet hodol ogy at one point in tinme, and the new generic
cost docket gives us an opportunity to do that.

JUDGE BERG |'Il just nention again for
the record that the Conm ssion's original purpose in
UT -- in the new cost case was to consider specific
rates that caused the Comm ssion concern because if
they were set too high, those rates might inhibit the
devel opnent of |ocal conpetition within the State of
Washi ngt on.

| understand the points you' ve nmade on
that, Ms. McClellan, and | also just want to say that
we'll present all proposed rates to the Conmi ssioners

for consideration. | don't necessarily think the
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Commi ssioners are locked into that initial purpose
for this proceeding, but | -- personally, | know I
have concerns about reviewi ng rates that either have
recently been approved and don't require additiona
consi deration, or rates that aren't as clearly |inked
to devel oping | ocal conpetition in the State of
Washi ngt on.

Let's go ahead and take this suggestion
by opening this suggestion by Verizon up for coment
fromother parties, and then there are sone other
proposed rates by Verizon, specific proposed rates,
that | want to come back to.

Is there any party that wants to
comrent on the Verizon proposal, that the Conmm ssion
review all UNEs except certain DSL-related rates in
the new cost case? And I'Il start with Ms. Anderl,
and then M. Kopta.

M5. ANDERL: Thank you, Your Honor. We
don't have any objection to the Conmm ssion doing that
for Verizon if that's what the Conmi ssion wants to do.

But we do not believe that -- we,

Qnest, do not have an appetite to relitigate all of
those rates insofar as they have been established for
Qnest. Indeed -- and | don't know if this is the

time to talk about it or not, but we believe that
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many of the concerns expressed that pronpted the
openi ng of the new docket insofar as Qwest's rates
are concerned may be well on their way to being
addressed or addressed by Qwmest's rate reductions
that were recently filed to the |oop rate. Now, |
understand that parties still my wish to litigate
either the loop rate or other aspects of the basic
UNE- P package, and parties may wi sh to | ook at the
deaveragi ng and test whether the zones are
establ i shed properly.

So I'"'mnot going to say, you know, gee,
Qnest's issues are -- Qmest didn't have any issues in
this docket because everybody ought to be happy with
what we did, but we don't want to relitigate high
capacity loops. W just got an order on those. W
don't necessarily want to relitigate a |lot of the
basi ¢ UNE el enents, sone of which we're still witing
a brief onin Part D

That said, we have no issue with the
Conmi ssi on expandi ng the scope of the docket to
include a review of all UNEs if it is limted to
Verizon's rates. If that's what Verizon wants to do
certainly they have a right to ask for that.

JUDGE BERG M. Kopta?

MR, KOPTA: | don't want to reargue our
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petition for reconsideration and/or rehearing in
docket 3013. | want to say that up front because we
share sonme of the same concerns that Verizon has in
terms of consistency, establishing the sane cost
estimates for the underlying facilities or
functionalities that cut across multiple UNEs.

The best exanple that cones to mind is
for loops. A 4-wire |loop uses many of the sanme
facilities as a DS1 | oop, and our position is that
t he Conmi ssion needs to establish consistent costs
when you're trying to develop the prices or the costs
for each of those | oops that use the sane nethodol ogy
and have the sane cost estimate for the underlying
facilities.

That havi ng been said, certainly we
have posed that issue to the Conmi ssion in the
current cost docket, and we've asked not only for
reconsi deration but also the possibility of
rehearing. So it may be that the Conm ssion decides
to address that in the existing cost docket as
opposed to the new cost docket. That's certainly up
the Commission in its discretion if it wants to try
and limt the scope of the new cost docket.

I"'mnot really sure how the Commi ssion

woul d do that, just because right now we al ready have
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two different sets of methodol ogies that are used to
establish sone of these common rates, and the risk
that we run if we continue on this path is that then
we' |l have potentially a third different way of
estimati ng these common costs in the new cost docket.
So you run the risk of having conmon el ements, or

el enents that are using conmon facilities that are
based on three different sets of costs because they
were reviewed in three separate dockets, and we want
totry to avoid that.

So we certainly think that, to the
extent that you're dealing with issues in the new
cost docket that involve facilities that are also
used to provide UNEs that perhaps weren't initially
to be included in the new cost docket, that it only
makes sense to take a | ook at those el enents as wel
to make sure there is consistency in the cost
estimates that the Comm ssion determ nes and bases
the prices on.

JUDGE BERG Ms. Snith?

MS. SMTH. Thank you. This is Shannon
Smith for Comr ssion staff. W don't disagree with
Verizon's coment that there's a need to review conmon
cost rates in the new | oop docket. However, we do

di sagree that we need to apply that rate to all of the
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1 ot her UNEs as Verizon suggests in this docket.

2 We share the concern that this docket

3 was open to review rates that were set several years
4 ago as opposed to UNE rates that were set nore

5 recently, and we believe that the proper scope of

6 this proceeding is to | ook at those rates that are

7 fairly old that need readjustnent sooner than rates
8 that were set nore recently.

9 JUDGE BERG: M. ffitch?

10 MR. FFITCH: Thank you, Your Honor

11 This is Sinon ffitch for Public Counsel. Qur

12 under st andi ng of the scope of 023003, the new cost

13 case, is consistent with the way you' ve described it.
14 That's the basis for our appearance. W don't have a
15 position on whet her the docket should be expanded to
16 i nclude the consideration of these other matters.

17 However, | would say that if it is

18 expanded, we would like to ask that the Comm ssion
19 adopt procedural mechanisns that would allow parties
20 who have -- perhaps want to just have a narrower

21 focus on the original issues to be able to

22 participate in an efficient fashion w thout perhaps
23 having to participate broadly in all of the other

24 i ssues that are out there that may get brought in.

25 I guess I'Il just add that public
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counsel is still review ng the scope of our
i nvol venent in the | oop cost issues that were
originally announced for the 23003 docket.

JUDGE BERG. Ms. Singer Nelson, any
comment ?

MS. SINGER NELSON: Yes, Judge, thank
you. | guess my first thought is that | would like to
see the scope of this docket to be focused on what's
required to provide |local service through UNE-Ps. So
the rate elements that | identified in the letter that
| circulated yesterday are the rate el ements that |
would really like to see reviewed in this case, and
that's consistent with the Commission's origina
pur pose in opening the new docket.

That being said, | agree with
everything that M. Kopta said relating to the
consi stency between rate el enents that share
facilities. | think there is a problemwth --
unfortunately, just because of time passing and cost
nodel s changing, there is a problemw th a |ack of
consi stency between UNE el enents that shoul d be
consi stent.

And | don't know how the Conmi ssion
will ultimately resolve that problem But | do want

to make sure that to the extent the Conm ssion
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deci des to expand the scope of the new cost docket
that we don't get bogged down too much in a delay of
resolving the issues relating to providing |oca
servi ce through UNE-Ps.

So that -- | know that is kind of
indefinite, so overall | really don't have an
objection to addressing nore rate elenments in this
case, but | don't want to see a delay in the origina
pur pose.

JUDGE BERG M. Butler, any comrent?

MR, BUTLER: Yes. Let ne agree with the
comments of M. Kopta and also with the comments of
Ms. McClellan. We think that it is critically
i nportant that the Commission try to establish sone
consistency in the UNE rates that are going to be in
effect, and if we're going to do that, you need to
take a consistent, conprehensive | ook at what those..

JUDCGE BERG M. Butler, you're trailing
of f.

MR. BUTLER: Is this better?

JUDGE BERG  Yes, sir. Thank you.

MR. BUTLER: | was just saying that we
think it's critically inportant that the Commi ssion
establish consi stency anong the UNE costs that are

established in this case, and the only way to do that
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1 is to take a conprehensive | ook at those.

2 So we woul d echo again M. Kopta's

3 conments and those of Ms. McClellan

4 JUDCGE BERG  Ms. Dober neck?

5 MS. DOBERNECK: Thank you, Your Honor
6 ' m probably soundi ng sonewhat |ike a broken record.
7 | think our primary concern is staying on track

8 schedul e-wi se because it is very inmportant to Covad
9 that some of the rates -- even though we don't use
10 UNE- Ps we certainly use portions of UNE-Ps such as
11 just a local loop -- is to get those rates sooner

12 rather than later. And so, while | think we al

13 benefit from consistency, our primary focus is

14 ensuring we remai n somewhat on track with the schedul e
15 that was originally laid out by the parties. | don't
16 even renenber what nonth the prior prehearing

17 conference was hel d.

18 The one thing I would note, | know

19 Ms. McClellan pointed out that they think, for

20 reasons related to decisions comng out of the DC

21 Circuit, certain DSL-rel ated issues should be set

22 asi de and not included in any of the cost

23 proceedi ngs, whether they're consolidated, expanded,
24 or remain in their current form And | would note --

25 and it probably cones as no surprise -- that of
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1 course we vehenently disagree with that and will

2 certainly be providing our response since it was

3 rai sed by Verizon in its notion for reconsideration
4 of the 32nd suppl enental order

5 JUDGE BERG M. Frane?

6 MR. FRAME: Eschelon would |ike to be
7 able to participate expeditiously, but also we would
8 li ke see the schedul e mai ntai ned as nuch as possi bl e.
9 JUDCE BERG All right, thank you.

10 M. Posner?

11 MR. POSNER:  Your Honor, UNE-P is not ny
12 client's primary concern. W don't oppose expandi ng
13 the proceedi ng except to say that Allegiance would

14 like to be able to participate if it's expanded, and

15 think that --

16 JUDGE BERG  Can you speak up,

17 M . Posner?

18 MR. POSNER: -- that mi ght be nost

19 effective in 023003 rather than Part E. But, as |

20 say, | don't take a position substantively on that.
21 JUDGE BERG Ms. McClellan, let nme just
22 ask, the common cost issue that | think you're

23 referring to flows out of Paragraph 379 of the Part B
24 order where the Comnmi ssion established an interim

25 common cost factor and deferred to Part E the



0045

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

establ i shment of a permanent rate. |s that correct?

MS. McCLELLAN: That's correct.

JUDGE BERG All right. And if the
Conmi ssion was in the position to set a permanent
common cost rate in Part B, and it was able to set an
interimrate and now is going to consider the conmon
cost factor rate, the permanent common cost factor
rate in Part E, | still don't quite understand where
the flaw was in considering that el ement or that
factor outside of the review of |oop switching and
deaveraged zone rates in the new cost docket.

MS. McCLELLAN: | will try to address
that, with the understanding that I ama | awer and
not a common cost expert. But ny understanding of the
way the conmon cost mark-up is calculated is that it
is a function of what the direct costs are, including
| oop costs and switching costs.

To the extent the Commission is going
to revisit loop costs in the new docket, we are
probably going to have to take another |ook at the
common cost rate anyway. And Verizon believes it's
nore efficient to, rather than addressing a pernmanent
common cost rate in Part B and then turning right
around and having to readdress the comopn cost rate

in the new docket, to just do it all at one tine.
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Wth your permssion, I'd like to al so
go ahead and respond to a couple of the other points
made. |If you look at the list of elenents, the rates
set in Part B for Verizon, a |lot of themare
| oop-related. And if the Comm ssion changes
Verizon's loop rates in the new docket, by necessity
they are going to have going to go back and revisit
some of the rates established in Part B; in
particul ar, the subloop rates and the UNE-P rates.
And, as M. Kopta has alluded to there, there is sone
i ssue about whet her or not how closely tied to the
unbundl ed | oop rates the high capacity loop rates
shoul d be. So, by definition, once you set new | oop
rates for Verizon, you're going to have to revisit
some of the sanme B rates anyway.

On the issue of the schedule, from
Verizon's point of view, the schedule is going to be
the sane -- the schedule we can neet is the sane
whether you Iimt the cost docket to | oops and
switches only or whether you expand it. As the
parti es know, Verizon has noved toward integrated
cost nodels that can address nmultiple el enents at one
time. So, for us, it takes the same amount of tinme
to do a nodel to address |oops and switching as it

does to do a full-blown UNE nodel
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As a practical matter, we pointed out
in our notion to suspend the schedul e, dependi ng on
what happens in the Part B on our petition for
reconsi deration, we may not be able to neet the
current schedul e anyway. So the issue of the
schedul e for the new docket is not dependent on the
nunber of elenents that are included in that docket.
It is really dependent on what happens on the
petition for reconsideration in Part B

JUDGE BERG  Anyt hing further, Counsel
before we continue down the list of specific elenents?

Al right. M. MdCellan, Covad
requested some clarification of the proposed
nonrecurring charges for service order charges for
| oops, ports and NIDs, and | believe also the service
connection charges and the di sconnect service order
char ges.

Let me just start with Ms. Doberneck.
What was the clarification that you were seeking,

Ms. Dober neck?

MS. DOBERNECK: Your Honor, | was just
pulling it up to nake sure | state it all correctly.

MS. McCLELLAN: Judge Berg, while she's
doing that, are you referring to their petition for

reconsideration as a Part B order?
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1 JUDGE BERG. No. [|I'm kind of | ooking
2 for Covad's witten comments at this tine. |In Covad's

3 April 12th correspondence, Covad states: Covad is

4 uncl ear as to what Verizon nmeans by reference to

5 nonrecurring service charges.

6 MS. DOBERNECK: WAit, I'msorry, |I'm
7 | ooking at the wong thing altogether. Wat |'m

8 referring to is there is a number of service order

9 charges: there's service order charges, there's

10 servi ce connection charges, and, in |ooking through
11 the text as well as our IA there is duplication of
12 types of service order charges.

13 And so | sinply wanted to get just an
14 item zation of the individual service order charges
15 or within the categories through the generic phrase
16 "service order charge." It was nore just what

17 exactly are we tal king about rather than any

18 particul ar concern about a rate el ement proposed.

19 MS. McCLELLAN: | amnot in a position
20 to give you that itemi zation right now | can tel
21 you as a general matter that what Verizon was trying
22 to say in its coments was that, for whatever elenments
23 we propose costs for in the new cost docket, we woul d
24 be proposing both nonrecurring and recurring rates.

25 So we will be looking at both the nonrecurring and the
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recurring sides, and not just limt it to one or the
ot her.

JUDGE BERG. So, Ms. Doberneck, it
doesn't sound |ike that provides you with the kind of
speficicity -- well, forget that word.

MS. TENNYSON: Detail .

JUDGE BERG  The kind of detail that you
were | ooking for.

MS. DOBERNECK: That would be correct.
And as | nentioned, | want to be clear, it's not --
I"'mcertainly not questioning Verizon's ability to
propose those charges, just to know exactly what they
are. Because they are a whole -- you know, there are
several different types of service order charges, and
it was sinply just to request their enuneration.

And | think that can probably be
provi ded whenever Verizon is prepared to do that.

JUDCGE BERG All right. Certainly it
woul d become available at the time Verizon filed
direct evidence. But if Verizon could provide sone
additional clarification prior to that point in tine,
I think that woul d be hel pful.

M5. DOBERNECK: That would work for ne,
Your Honor.

JUDGE BERG |'m not going to give
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Verizon any directive with a tinme deadline, but,

Ms. McClellan, if you can discuss the matter with your
client and provide additional information as to what
Verizon might be addressing in that regard, 1'd sure
appreciate it. Are you with us, Ms. McCellan?

MS. McCLELLAN:  Yes, | will do that.

JUDGE BERG Great. Thank you. And the
| ast issues that | had under Verizon were coordinated
conversion and hot-cut coordinated conversion. And
was hoping, Ms. McClellan, you could tie that in to
| oop and switching rates.

MS. McCLELLAN: | guess those,
believe, are nonrecurring rates. And | think what
Verizon's proposal was if the reasons for opening a
new cost docket in part was to address the stal eness
of our cost studies, those conversion rates | believe
were established in the 960369 docket as well, and
that nonrecurring cost study is equally stale.

JUDGE BERG  COkay, thank you.

MR, KOPTA: And if | might just junp in,
those are involved with the anal og | oops that you were
just discussing in terms of the nonrecurring charge
for accessing just the | oop as opposed to the |oop as
part of UNE-P. So that would be one of the

nonrecurring charges that | think would be included in
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the scope, even as the Commission had initially
outlined it.

MS5. McCLELLAN:  That is correct. Thank
you.

JUDGE BERG |I'mgoing to nove on to
both the XO and AT&T comments and the Eschel on
conments. |n both cases there is a reference to the
EI CT, and the interconnection tie pair rates as stated
by Qeest in its SGAT conpared to tariffs, and it's
uncl ear to me whether there is an issue here or not.

And | et ne ask you, Ms. Anderl, if you
can help clarify, at least for the other parties if
not for nyself, howit is that there would be a zero
rate in the SGAT but then an established rate in the
tariff and whether that conflicts with Comm ssion
orders.

M5. ANDERL: GCkay. | can, and it
doesn't. But let nme just check and see. M. Frane,
are you one of the Eschelon fol ks who was on the
conference call that we had about a week ago?

MR, FRAME: No, | was not.

MS. ANDERL: We are discussing the
matter with Eschel on on a busi ness-to-busi ness basis.
| guess | would say in the first instance that's

really nore of a ternms and conditions-type issue.
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don't know that it's appropriately in a cost docket.
It might be nore appropriately addressed in a
carrier-specific proceeding.

But the real answer is that the
Commi ssi on ordered Qnest to zero rate the EICT for
pur poses of interconnection when the EICT is provided
as a part of an interconnection arrangenent. And
Qnest has done that. So the EICT is the zero rated
in Section 7 of the SGAT.

However, there is an interconnection
tie pair which is -- EICT is sonetines referred to as
i nterconnection tie pair. But there is an
i nterconnection tie pair rate element that is also
applicabl e when a carrier accesses unbundl ed network
el ements through a co-location arrangenment, and Quest
bel i eves that the Commi ssion has not told it that it
cannot charge that rate

And so there's been sone term nol ogy
confusion and sone differences between sone parties.
Qnwest has been trying to work through those issues
with the parties and explain to them exactly what we
think is going on.

But the point of fact is, is that
Quvest did zero rate the EICT and is not charging for

i nterconnection tie pairs associated with the
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1 i nterconnection of carriers' networks for exchange
2 of traffic. It is charging an interconnection tie
3 pair rate that is tariffed under co-location, and it
4 charges those rates when a carrier accesses

5 unbundl ed network el ements through a co-location

6 arrangenent .

7 That's kind of the short version. W
8 coul d obviously sketch it out for you in a lot nore
9 detail. | recently had to do sone research on this
10 and so that's why I'mfamliar with it. But we can
11 track back through all the various cost studies,

12 show you the Commi ssion orders that said zero rate
13 this for purposes of interconnection, but then show
14 you parall el Conm ssion orders during about the same

15 time frame that approved Qmest's tariff filings of

16 its co-location rates and its cost studies that had

17 the separate interconnection tie pair rate el enent

18 associated with co-location, and we probably don't

19 have tinme for all that today.

20 JUDGE BERG So, M. Kopta, then your

21 concern woul d be the charge associated with connecting
22 the loop to facilities in a co-location cage? |I|s that
23 correct?

24 MR. KOPTA: That's correct. | nean, |

25 think that there is a term nology and terns and
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condition issue as well as a costing issue. Because
we al ready pay for terminations that go fromthe
co-location cage to the internediate distribution
frame. And the internediate distribution frame is
supposed to be a franme used by all carriers, and
therefore that's where we should be able to access the
| oop and there would be no need for an interconnection
tie pair, or ITP.

I think what's happened is that in the
SGAT proceedi ng, you had separate di scussion of these
i ssues than you had in the cost docket. And so
there's been sort of a disconnect and a falling
bet ween the cracks and a m sunderstandi ng, however
you want to termit, in terns of whether this should
be an element. And if it is an elenent, whether it
duplicates a different el enent, whether there should
be any charge for it.

| think it kind of runs the gamut of
various issues, and whether it's going to be
addressed in this cost docket or in a different
proceedi ng, | guess, is kind of what we're here to
try to decide. But we do believe that there is an
outstanding i ssue with respect to that particul ar
el ement .

JUDGE BERG. All right. | think I
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under stand t hat.

M5. SM TH:  Your Honor, for the record,
staff does not oppose including that elenment in this
docket .

JUDGE BERG.  What about including the
underlying issue of whether or not Qwest can inpose
those charges? 1s that inclusive in the issue from
your perspective?

M5. SMTH. That would be inclusive in
the issue. It would nmake sense to address those both
at the sanme tine.

JUDGE BERG Al right.

MS. ANDERL: And, Your Honor, from our
standpoint, it's not pure cost docket but it probably
saves resources fromopening up a conplaint. So..

JUDGE BERG It sounds like the kind of
i ssue that would need to be addressed one place or the
other. We do have Part E

M. Kopta, is there sonme reason why, if
in fact we stay on two tracks with the Part E
proceedi ng and a new cost docket, is there any reason
why it should be addressed in the new cost case as
opposed to Part E?

MR. KOPTA: Not other than sort of a

general concern of trying to keep things all in one
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pl ace, but | don't think that the ITP is one that
falls into that category. |If anything, it would
overlap with co-location el enents which are already in
part of 3013 and nobody has proposed be included in
the new cost docket.

So, just sort of thinking out |oud,
don't see any reason why, as |long as we woul d have
two different tracks, that it couldn't stay within
the current cost docket as opposed to being part of
t he new cost docket.

JUDGE BERG Okay. Thank you.

M. Kopta, also in your July 30th
comments on behal f of XO AT&T, you make reference to
hi gh capacity and hi gh capacity | oops and dark fi ber
transport and loops. To the extent that that's al so
the subject of a petition for reconsideration or
rehearing in Part B proceeding, what is there that
woul d conpel the Conmission to turn right around and
review those rates again in the new cost case?

MR. KOPTA: Well, one of the reasons is
that we're sort of covering our bases here in ternms of
where the Comm ssion decides they want to address
these issues. One of the things that we proposed in
our petition for reconsideration and/or rehearing is

that the Conmi ssion either reopen the record in the
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current proceeding, or sinply deal with the issues in
t he new cost docket.

So that is an alternative that we have
presented to the Conmi ssion as one way to resolve
mul tiple concerns, is to sinply allow additiona
evi dence to be presented on the high capacity |oop
i ssue, to deal not only with nore recent evidence
that's come up since the hearings but also to dea
with the consistency issue that we had. And we fee
like that's the cleanest way to deal with it, is to
put it into the new cost docket as opposed to having
addi ti onal proceedings with this current docket.

And that's why we included it in our
comrents for this, for the new docket, just because
it's following up on our petition for reconsideration
and/or rehearing in the current docket. But that's
one alternative way for the Conmmi ssion to deal with
t hese particul ar issues that we faced.

JUDGE BERG Al right.

MS. TENNYSON: Judge Berg, you've
referred to this as his "July 30th letter."” |I'm
assum ng that you nmean June?

JUDGE BERG. Yes, it's probably
June 30th. While sometinmes it seens |like the future

is today, it would be difficult to deal with the
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future being the past.

MR, KOPTA: Actually, it's July 10th.

JUDGE BERG  July 10th, okay.

MS. SM TH.  Your Honor, this is Shannon
Smith for Commi ssion staff. | think our position is
that we woul d prefer those matters that are included
within a petition for rehearing or a petition for
reconsi derati on be addressed in that particular docket
and not nove any of those itenms into the new docket.

I f the Commi ssion wanted to take new
evi dence, | suppose, on these issues as suggested by
Counsel, we still believe that the proper procedura
mechani sm for doing that would to reopen the record
in the other case and consi der whatever new evi dence
is presented in the context of that record and not
expand the scope of the record in the new cost docket
to include sonmething that has just been recently
litigated.

JUDGE BERG  Any ot her comments?

Al right. Turning to Covad's
conments, Covad in its characterization of the 2-wire
| oop and 4-wire | oop rates made reference to both
a -- 1 believe it was intended to be both a rate for
a | oaded and a nonl oaded |l oop. Is that correct,

Ms. Dober neck?
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MS. DOBERNECK: Yes. \When the other
parties had listed the elenments for the new
proceedi ng, understandably since we're tal king about
UNE- Ps, the reference was to 2- and 4-wire anal og
loops. And | sinply wanted to nake clear that, to the
extent we're addressing anal og | oop, we should al so
have the 2- and 4-wire nonl oaded | oops.

I think that probably woul d happen
anyway, but | just wanted to make that clear, that
our expectation is that on rates established for
anal og woul d al so be established for nonl oaded | oops.

JUDGE BERG So you woul d be | ooking for
the sane rate for both?

MS. DOBERNECK: Typically at |east,
that's the way Qwest has costed and priced its | oops.
And Verizon, at |east under our interconnection
agreenent with Verizon, we are proceedi ng on the sane
costing and pricing basis.

So I'm not necessarily saying the rates
shoul d be the sane, dependi ng on how Qwmest or Verizon
wants to proceed, but sinply that those -- that that
particul ar | oop type be costed and priced.

JUDGE BERG And then if there was a
situation where a | oop was | oaded and a CLEC was

requesting it to be conditioned, then the | oop
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condi ti oni ng charges established by the Commi ssion
woul d arise. |s that correct?

MS. DOBERNECK: | nean, that's actually
athird issue. One is that we can purchase | oaded
| oops. The other thing is if there is no | oop
avail abl e that nmeets the technical paraneters of what
a nonl oaded loop is, then yes, then we would pay the
Conmi ssi on-established rate for conditioning.

But | think that's actually a separate
i ssue fromjust establishment of 2-wi re nonl oaded
| oop rates.

JUDGE BERG. Ms. Anderl, do we have
| oaded and nonl oaded | oop rates in Washi ngton?

MS. ANDERL: They are not different from
each other. A 2-wire loop is a 2-wire |loop. Whether
it's provided on an anal og basis and nmay or nmay not
have load coils on it, or deloaded and digitally
capable, it's the sane rates. But | think that when
t he Conmmi ssion engaged in the costing exercise, it
kind of | ooked at all of the different types and then
did, as you suggested, establish a nonrecurring charge
for |1 oop conditioning or del oadi ng.

JUDGE BERG. |s your concern,

Ms. Doberneck, that a | oaded | oop m ght be higher

priced than a nonl oaded | oop?
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MS. DOBERNECK: Agai n, you know, nmny
comment was nmore to the scope of the proceedi ngs
because those I LECs do offer different 2-wire | oop
types. | nean, both ILECs do offer a 2-w re anal og
loop and a 2-wire -- it can be nonl oaded loop in
Qnest's cases or in a digital-capable loop in
Verizon's case, and | just wanted to nmake sure those
get priced. They are currently priced at the sane
rate. And so | just wanted to nake sure that that was
part of the scope of the proceeding, and | wasn't
re-rai sing the conditioning issue.

I guess |I'msort of struggling to
answer because | wasn't trying to get to nerits but
getting to just sinply the scope of the proceeding in
the way we | ooked at what Qwest had filed with its
recent tariff filing. | mean, it did propose in that
tariff filing rates for both | oaded and nonl oaded
| oops that had nothing to do with what the
conditioning rate was.

JUDGE BERG All right. Let me check
with you, Ms. McClellan. Do you have any comrents in
that regard?

M5. McCLELLAN: No, | don't. | think as
a practical matter that both types of | oops would be

addressed anyway. | don't think we're necessarily
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1 expandi ng the scope beyond what the Comm ssion
2 originally would have intended, | think it's just a

3 matter of what |loop is called what.

4 JUDGE BERG. Okay, thank you. Wth
5 regard to Comm ssion staff, there seened to be an
6 issue just with regard to Comm ssion staff's raising

7 the possibility that staff may seek to address

8 unbundl ed switching rates on a deaveraged zone rate

9 basis. Does that sound famliar?

10 M5. SMTH: That's what's in our

11 comments, yes.

12 MS. TENNYSON: That was the origina

13 proposal, | think

14 M5. SM TH. That was our origina

15 proposal, yes, that that is sonething that should be
16 consi dered in this docket.

17 JUDGE BERG |Is that sonething that's

18 been consi dered before?

19 MS. SMTH: | don't believe the

20 Commi ssion has issued an order on that before, but the
21 Commi ssion has considered it before. One nmoment while
22 | confer.

23 Yes, Your Honor. Staff is suggesting

24 that Comm ssion | ook into the issue of deaveraged

25 rates for switching, and if there is a need to do
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that, that the Conm ssion consider doing it. So we
believe it's sonething that the Conm ssion should
| ook into, and if the Comm ssion does feel the need
to order that as result of this docket, then the
Commi ssion coul d make that decision as well, but we
believe it should be considered.

JUDGE BERG. And so by looking into it,
t hat woul d nmean the Comm ssion would direct the
parties, Qmest and Verizon, to file a proposal for
sonmething, a structure that would be different than
the zone loop rates? O would those sane ratios
apply? I'mtrying to figure out if the Comm ssion
wanted to foll ow up, what does the Comm ssion need to
do to make that happen

MS. ANDERL: GObviously, Your Honor, |
think after Ms. Snith has a chance to answer, other
parties might wish to address the issue as well

JUDGE BERG | know Verizon has al ready
stated some opposition as well. ['ll want to go
around and get comments.

M5. SM TH:  Your Honor, Conmi ssion
staff -- if the Commi ssion directs that this is an
i ssue that needs to be considered, staff is proposing
that staff go about the exercise of |ooking into that

as opposed to the Conmission directing the parties to
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do that.

JUDGE BERG All right. And so then if
I"'mclear then, staff is proposing that the Conm ssion
consi der deaveraged rates for unbundled sw tching, and
if the Commi ssion were to agree, then Conm ssion staff
would file direct evidence of a proposal or a
nmet hodol ogy to do so.

M5. SMTH: That is correct.

JUDGE BERG All right. Let nme just
first turn to Verizon because Verizon did file
comments in opposition. And after we hear from
Ms. McClellan, then we'll hear from Ms. Anderl.

M5. McCLELLAN:  Thank you, Your Honor
When the Commi ssion addressed deaveraging in the
original generic cost docket, Part 3, it asked the
parti es what rates should be deaveraged. At the tine,
the only thing in the record was an acknow edgnent by
all parties that the only -- or that the only
unbundl ed network el ement that shows cost variances
bet ween regions or zones would be |oops. And on that
basi s, the Conmi ssion had the parties only address
deaveragi ng for | oops.

The Conmi ssion has never addressed the
guestion of whether or not it's appropriate to

deaverage switching because they have never found or
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had the parties produce any evidence on whether or
not there are cost variances in different parts of
the state. | think that question has to be answered
bef ore anyone can propose a deaveragi ng proposal . It
is Verizon's position that the costs of switching do
not vary from you know, different parts of the state
enough to warrant deaveragi ng.

And so we woul d oppose any -- we would
oppose skipping the first step to figure out whether
or not deaveraging is appropriate at all and going on
to having staff or anyone el se actually propose a
deaveraged switching schene.

JUDGE BERG Wouldn't the determ nation
of whether there is a variance be the same exercise as
staff filing a proposed deaveraged zone rate
structure? In other words, how would you address one
wi t hout addressing the other?

MS. McCLELLAN: | guess |'m not sure how
to answer that. As | understand howit's done with
the loops, is that you take a | ook at your | oop rates
to figure out if there are variances anong rates in
di fferent -- dependent on where they are in the state.
And ny understanding is that it's a function of | oop
links. Wth switching, it's -- I"mstruggling with --

| don't see in ny head how you coul d address what the
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proposal would be without first saying is there a
variance at all.

JUDGE BERG. But it seems like that's
just, either it's a gut check or it would require sone
of fer of proof that those rates do vary. But the only
kind of offer of proof | can think of would be to have
a deaveraged zone rate structure put on the table with
some kind of support.

VWhat I"'mtrying to get at here,

Ms. McClellan, what | hear you saying is there is
some sort of threshold determ nation that woul d have
to be nade.

MS. McCLELLAN: Right.

JUDGE BERG And I'mjust trying to
figure out whether the Comm ssion can neke that
t hreshol d determ nati on based on what it has before it
as a result of the parties' comrents, and in reaching
that threshold just tell the parties the Conm ssion
has this concern and wants to receive evidence, or
whet her there is sone other process that -- practica
process that would be initiated to get to that point.

And | know this may be as new for you
as it is for me, and so that's why I["'mtrying to push
the envel ope, so to speak.

MS. McCLELLAN:  Your Honor, | honestly



0067

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

don't know whet her or not the Comm ssion has enough
i nformati on based on the comments al one, or whether
direct evidence woul d be needed.

| don't know enough about the switching
costs and what is already in the record to figure out
whet her there's enough there to detern ne whether
there's a variance. | just know that you have
Verizon's word that there isn't, and a consensus from
the prior cost docket that |oops were the only
el ements that should be deaveraged.

M5. SM TH:  Your Honor, this is Shannon
Smith for Commi ssion staff. Perhaps | can clarify.

If the Commission directs that that be
an i ssue -- that whether there should be deaveraged
switching costs be an issue, that will be considered
in this docket. The Conmi ssion staff's direct
testimony on that point would include testinony as to
whet her or not there is a cost variance and there is
a need for deaveraged switching rates. So it would
address both the threshold question that Your Honor
and Ms. McClellan were discussing, and a proposal for
t he deaveraged rates thensel ves.

So we woul d include both issues in
what ever presentati on we nade, should the Conmi ssion

direct that issue be considered in this docket.
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JUDGE BERG And is it fair to presune
that staff would not be making a proposal if it did
not believe that there is a variance?

M5. SMTH  Staff would not be proposing
deaveraged switching rates if we didn't believe that
there was cost difference that would justify those
deaveraged rates.

JUDGE BERG Ms. Anderl, you wanted to
coment ?

MS. ANDERL: Yes, Your Honor. | guess
just one point of clarification for Ms. Smth then,
would it then also be fair to assunme -- doing a | ot of
assumng -- that staff would in its direct testinony
be presenting one or nore cost nodels, at |east a
swi tching cost nodel ?

M5. SMTH: Let me confer.

MS. ANDERL: Because, Your Honor,
guess ny concern is a timng issue.

MS. McCLELLAN: That's my concern as
well. What | don't want to see happen is that Verizon
offers direct testinony that says there's not a cost
variance justifying deaveragi ng, and then we have to
conme back in rebuttal and sonmehow not only rebut, if
staff believes that there is a variance, not only

rebut staff's beliefs, but then cone up with a
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deaver agi ng proposal

JUDGE BERG: | don't think that's a --
all right, | understand. | don't think it would be
appropriate to do that preenptive direct evidence
that -- it's either a party files direct evidence and
ot her parties respond, or | don't think the
Commi ssion -- what | hear staff saying is that staff
woul d not be proposing or recomendi ng that the
Commi ssion direct any party who doesn't believe there
is a variance to propose an alternative schedul e,
but -- or an alternative structure, but that's just
part of the nature of a decision.

Sounds like that's nore of a strategic
decision for parties to make in terns of how they
want to respond in any given situation. But let ne
go back to Ms. Smith for a nonent, and then take off
fromthere.

M5. SMTH. In answer to Ms. Anderl's
guestion, the Conmm ssion staff would be proposing --
if the Commi ssion were to propose rates, they would be
produced by a cost nodel. And where we are in that
nodel i ng process, we're not far along, so | can't give
you any nore information than that. But we will be
produci ng rates froma cost nodel.

MS. ANDERL: Thank you for that
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clarification. Because it's ny concern, Your Honor

is when we went forward, you know, charged ahead and
deaveraged | oops that was because the determi nation
that there were geographically significant differences
in costs had already been made. And that had been
made by the FCC. And there had been a mandate by the
FCC that conmissions had to go forward and deaverage

| oops i nto geographic zones reflecting the cost
differences. And so we didn't have to clear that
threshol d question, but here we do because there is no
FCC mandate to deaverage switching.

I think it's fair to say that sone of
us in the roomand on the bridge don't believe that
there are geographically significant differences in
switching costs, and we'd probably continue to take
that position throughout the hearing.

However, if staff's testinony
si mul taneously contai ned a switching cost nodel of
production of costs that showed, in staff's view, a
geographically significant difference in costs and a
proposal for switching costs to deaveraging, | don't
think that that would be inappropriate

JUDGE BERG. M. Kopta?

MR, KOPTA: |I'mglad to hear that

concl usi on because that was basically what | was going
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1 to say. | think that, if nmy understanding is correct,
2 that the purpose of this new docket was to address the
3 i ssues that the Conmission -- or the rates that the

4 Conmi ssion had established in the first cost docket;

5 specifically, those that would be needed to provision
6 UNE-P. Switching is one of those elenents, | think

7 unquestionably it's one of those el enents.

8 And | don't know that it's appropriate
9 for anyone to linmt what soneone may want to propose
10 with respect to a rate for or cost and a rate for

11 that particular elenent if the Comrission is going to
12 reexamne it. \Whether it's geographic deaveraging,

13 whether it's flat-rating, whether it's sonething

14 else, then I think that parties ought to be free to
15 propose whatever cost estimates and rate structure
16 that they believe is appropriate for that particular
17 elenment. And at this stage of the gane, all we're
18 tying to do is identify general issues, not preclude
19 specific types of sub-issues within the nore genera
20 i ssue of a particular elenment.

21 JUDGE BERG | know I find nyself stil

22 trying to deal with the scope of the case. And what |
23 want to avoid is getting any deeper into the case
24 where parties are filing direct evidence and then

25 having notions to strike or other simlar types of
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contested i ssues about what is or what isn't within
the scope of the case.

And | know that we've -- part of the
Commi ssi on has been sort of driving this process
forward towards nore specificity to better define the
overall scope of the proceeding. But your coment
that you can only go so far in that regard is wel
t aken.

Any ot her comments from other parties?
Al right. W'Ill nove on. M. Singer Nelson, in
| ooking at WorldComi s list of points in the
April 8th, supplenented by the July 10th
correspondence, when WorldComrefers to recurring and
nonrecurring |l oop and switching costs in a generic
sense, are those all nore or less then, do those
rates then appear in those several sections fromthe
SGAT that you referred to?

MS. SINGER NELSON: Yes. | think the
sections that were outlined nost recently, | think in
the letter that was sent out yesterday is nore
conprehensive. But the ones -- the nonrecurring and
recurring rates for the loop and switching is included
in the informati on that we provi ded yesterday.
added sone rate el ements, sone nore specific rate

el enents that aren't necessarily included in the
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cat egori es.

| used Qnest SGAT Exhibit A as a guide
and, in looking at the categories for |oop and
swi tching, there were some UNE-P rate el ements that
are not within that specific section. So | added
those specific sections as well so it could be as
specific as | needed to be in order to identify al
the rate elements that we thought were inportant for
t he UNE-P product.

JUDGE BERG So when you refer to shared
transport and UNE conbi nati ons, are both of those in
t he context of UNE-P?

MS. SI NGER NELSON:  Yes.

JUDGE BERG. And woul d you explain the
daily record usage file?

MS. SINGER NELSON: Yes. That rate
element is also something that is inportant in the
service that we provide, in costing the service that
we end up providing to the end user, so the service
that we get from Qmest when we're providing |oca
servi ce through UNE-Ps.

JUDGE BERG So is that nore of a |oop
related cost or a switching cost el enment?

MS. SINGER NELSON: That is a rate

el enent that relates to one of the directory |istings.
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Let ne | ook at them specifically, just give ne a
m nute. That was 12.3, | think.

JUDGE BERG  Yes.

M5. SINGER NELSON: Oh, it's actually
part of our communi cations with Qwest through the OSS
system

JUDGE BERG All right. Any comments,
Ms. Anderl ?

M5. ANDERL: A couple, Your Honor. |
think I understand why all of these rates are listed,
and | don't think | have a problemw th any of them
except that 9.23 is the section in the SGAT price
list, Exhibit A that contains all of the nonrecurring
charges for UNE conbi nati ons, both conversions of
exi sting service to a UNE conbination and
establ i shnment of new.

So it's kind of a shorthand, it's
"UNE- P new' and "UNE-P existing," and | thought that
between Parts B and D we had covered all of those.
And so | would consider those to be pretty recently
devel oped nonrecurring POPs and woul d question their
inclusion again in the new docket. But that's the
only issue that | have.

JUDGE BERG  Thank you.

MS. SI NGER NELSON: Judge, to the extent
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that those are not conpleted in Parts D and B and sone
of those are continued into Part E, we would just ask
that those rate elements be finalized. So if we do
that, if a decision is made to conbine the two
dockets, then that's fine, but | think those are just
rate el ements that we've thought we needed to have
finalized.

JUDGE BERG Al right. And fromthat
per spective, you would be | ooking -- they could be
finalized in Part E or in the new cost docket?

M5. SI NGER NELSON:  Yes.

JUDGE BERG But you think that it's
nore closely related to the Comr ssion's review of
| oop and switching rates in the new cost docket?

MS. SINGER NELSON: Right. That it is
related to that. | just wanted to be conprehensive in
ny listing of rate elenents. So if we finalize it in
Part E, that's fine; if we finalize it in the new
docket, that's fine.

JUDGE BERG All right. M. Butler, the
two additional itens that WirldComrefers to -- excuse
me, that TRACER refers to in addition to the Worl dCom
list are subl oops and unbundl ed dark fiber. 1Is that
correct?

MR. BUTLER: Yes, that's correct.



0076

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

JUDGE BERG And is there anything el se
that you want to add about the appropriateness for the
unbundl ed dark fiber element?

MR. BUTLER: | guess harking back to the
coments of M. Kopta, if we're going to be revisiting
all these things in a consistent manner that we should
i nclude that as well

JUDGE BERG. Thank you, M. Butler.

That covers all of ny questions about the various

el ements that have been proposed by the parties. |Is
there anything else in that regard that sonebody wants
to bring up at this tine?

Al right. Hearing nothing, let ne
again take a | ook at where we're at overall. | do
have sone questions regardi ng Conmmi ssion staff's
letter dated July 10th in the Part E proceeding.

Ms. Tennyson, there was a reference to
the Part B order in the second paragraph of that
letter and carried through into the second paragraph
with regards to the filing of nonrecurring cost
studi es supported by time and notion studies. And
["mjust working off ny recollection of the order
and so I'm |l ooking for just clarification from
staff's perspective.

But my recollection was that the Part B
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1 order was requiring the filing of nonrecurring cost

2 studi es supported by time and notion studies at the
3 point in tinme that an incunbent is al so seeking

4 aut horization for additional OSS recovery, that the
5 perspective was that where requests are made for

6 addi ti onal OSS cost recovery, the Conm ssion would

7 anticipate that there would also be an increased

8 ef ficiency that should be accounted for in ternms of

9 an adj ustnent based upon a tinme and notion study.

10 But again, |'mjust working off ny

11 recoll ection, and so |I'm | ooking for whether or not
12 that resonates with you at all or whether staff has
13 some ot her understandi ng.

14 MS. ANDERL: Your Honor, before we do
15 that, staff's is a letter | did not receive, so |l'ma
16 little bit at sea here in ternms of understandi ng what
17 the reference was.

18 JUDGE BERG All right. Wy don't we

19 take a short break and pick up again at 11:30, and

20 I'"l'l make a copy of that for you right now,

21 Ms. Anderl.

22 M5. ANDERL: Thank you. Actually, [|'ve
23 got M. ffitch's.

24 JUDGE BERG Let's be off the record for

25 a noment .
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1 (Di scussion off the record.)
2 JUDGE BERG | think we're ready to be
3 back on the record. M. Anderl, have you had a chance

4 to review staff's letter dated July 10th regarding

5 Part E?

6 MS. ANDERL: Yes. Thank you.

7 MS. TENNYSON: That was e-nmmiled to al
8 parti es yesterday.

9 MS. ANDERL: | don't know what happened.
10 | printed everybody's | got.

11 MS. TENNYSON: It shows up on our |ist,
12 our copy of the e-mail. You were e-nmiled and it

13 didn't conme back, as far as | know, so...

14 M5. ANDERL: That's fine.

15 MS. TENNYSON: Judge Berg, | think your
16 recoll ection of the part of the order that discusses
17 this is correct, that it was related to the OSS costs
18 and interrelationship to OSS, then the nonrecurring
19 rates, nonrecurring costs.

20 And what staff just wanted to raise for
21 di scussion with the other parties is what do we

22 anticipate the inpact of updated OSS transition costs
23 is going to be. 1Is it going to change all of the
24 nonrecurring costs, and should we sort of start over

25 on that part as opposed to briefing it in Part D, or
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should we just proceed on as we have?

We have had | ots of discussion of
nonrecurring costs in Part D, we have a briefing
schedule with a brief due on the this 19th of this
month. Should we continue with all of those elenents
in the proof that we have there, the evidence we have
there, or do we want to try to abbreviate our Part D
briefs and kick sone of those issues over into
Part E.

JUDGE BERG From ny perspective, this
is part of a problemthat | have heard from ot her
parties at different tines when you have a --
si mul t aneously you woul d have, in various stages of
production, a Part B proceeding, a Part D proceeding,
a Part E proceeding, and a new cost proceeding. But
and even though this isn't -- there was no notice of
this being a Part D prehearing conference, or a
post - hearing conference as the case may be, | think we
had a record in Part D, and | was given a nandate to
produce an initial order on all the issues. And
don't know how we coul d, having produced a record,
decide to disregard it, and start over again in sone
ot her part.

I think, again, and |I'mcertainly

willing to hear other discussion on this, but ny
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reaction is that if we had had the ability to dea
with this beforehand, we may very well have carried
some issues over. And it may be that when Part Dis
over, the parties will be nmaking some arguments in
Part D based on what was in Part B in ternms of how
the Commi ssion should regard those nonrecurring cost
studi es under consideration.

M5. TENNYSON: | believe the reason that
staff wanted to raise this was because we were -- this
cane out of the Part B order. And that had been an
i ssue, it was pending and was di scussed in sonme detai
in the course of the Part D proceedi ngs of tinme and
noti on studi es versus how do we -- the SME esti mates,
how do we deal with estimating these costs, how do we
al l ocate them

And since it was only part of -- we
only received the Part B order recently, | think
after our original briefing date for Part D, so..

MS. ANDERL: Yes, Your Honor. W have
serious concerns with the issue of time and notion
studi es, and frankly have not yet worked through how
we address that question out of the Part B order
Especially since it was my understandi ng that the
i ssue of time and notion studies was a |lot nore teed

up in Part Das in dog than it was B as in boy. W
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1 didn't ask for reconsideration of that requirenent for
2 various reasons.

3 But let me just, you know, fire a shot
4 across the bow and tell people that our nonrecurrent
5 cost studies are a thousand pages | ong, and that

6 doesn't even cover all the elenents. And | don't

7 know how good of an idea it is to re-look at all the
8 nonrecurring costs, especially since the conpliance
9 tariffs that inplenment a | ot of the nonrecurring

10 costs set up for Part B aren't even effective yet.
11 JUDGE BERG  Anybody el se want to

12 comment ?

13 MS. McCLELLAN:  Yes. This is from

14 Verizon, | guess this is not as big an issue for us
15 with Part D, of course, but just as a practica

16 matter, the way our OSS costs are calculated their
17 past costs that had already been inplenented and are
18 already, to the extent they can be reflected in NRC
19 studies that are filed after those OSS nodifications
20 were nmade. So as a practical matter for us for

21 Part B, the multiplexing NRC that we filed represents

22 what ever mechani zation resulted from OSS nodi fications
23 that were al ready made.
24 So | think the way that we read the

25 Part B order was to say in the future as you file --
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as you nmake OSS nodifications that would affect your
work tinmes, we would expect that when you are seeking
recovery for those that you would al so be | ooking at
your nonrecurring costs to figure out if you need to
update themto reflect that nechani zation. That's a
situation we haven't gotten to yet, and obviously we
take issue with and have filed a petition for

reconsi derati on on whether or not the appropriate way
to calculate costs are tine and notion studies. But
fromour perspective this is sort of a future issue
that doesn't have a practical inplication yet.

JUDGE BERG We'll address this point in
the prehearing conference order, but I think in the
meantinme it would be prudent for parties to just
proceed as if they expected all of the Part D issues
to be addressed in Part D

MS. TENNYSON: Certainly.

JUDGE BERG: And keep in mind that
there's going to be an initial order that's going to
be issued, and this may be sonmething that could al so
be raised in a petition for adm nistrative review It
may be as appropriate there as anywhere, but I'II try
and provide sone clarification on that in short order

| did |ike the suggestion that we would

refer to Part B as "Part Boy" and D as "Part Dog."
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Part E could be "Part Eternal.”

Let me do -- the two things | want to
acconplish in the remaining tine is | want to check
off with parties the issues that are to be addressed
in Part E, and then to have sone di scussion regarding
the Verizon notion to suspend schedule in the new
cost proceedi ng.

VWhen | noticed the prehearing
conference for Part E, | actually had sone anbition
of setting up a hearing schedule, a schedule for
filing evidence and for conducting a hearing. But it
sounds like there are too many balls up in the air to
do that. And before | go any further, | thought I'd
check with the other parties to see if they agree.

M. Kopta, | see your head noddi ng.

MR. KOPTA: Yes. | believe that we
woul d agree because | think one of the things we have
di scussed here is the scope of the issues in the new
cost docket. And to the extent that some of those, of
the issues that perhaps had been originally slated for
Part E would go into the new cost docket, and that
woul d i npact what kind of a schedule we could put
together for Part E.

| nmean, if it's just going to be, as

Verizon has proposed, dealing with OSS and sone DSL
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i ssues, then you may have one schedule, and if it's
going to be everything that the Conm ssion identified
in Part B, then it nmight be a different schedul e.

So I think we could set a prelimnary
schedul e to the extent that we need to nodify the
exi sting schedule in the new cost docket, but | think
that until the Conmi ssion deci des what issues are
going to go into which basket, that we might be
better served by waiting to establish a schedule for
Part E until that tine.

JUDGE BERG It sounds like let's go
ahead and we'll bunp up sone discussion on the notion
to suspend schedule. But it sounds |ike what you're
saying, M. Kopta, is that there would be two issues
to address. The first is getting sone guidance from
t he Conmi ssion as to whether or not some Part E issues
were going to nerge into the new cost docket
proceeding. But then there's also the issue of the
pendi ng petitions for reconsideration in Part B

Is it also your position that before
Part E schedul e can be established that there needs
to be an order on reconsideration in Part B?

MR, KOPTA: | think that would be
beneficial because, certainly, we have asked for

rehearing on sone issues, and to the extent the
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Commi ssion permts that, | wuld assune that it would
be as part of Part E. And as opposed to a Part F or a
Part B, sub little i, or however you want to

denomi nate it. But |I guess the bottomline is at this
point I don't think anyone is secure enough to know
what all is going to be addressed in Part Eto really
establish a nmeani ngful schedule at this point.

JUDGE BERG. Ms. Tennyson?

M5. TENNYSON: | would concur with
M. Kopta's comments.

JUDGE BERG. Ms. Anderl?

MS. ANDERL: | have nothing to add.

JUDGE BERG. |Is that l|ike concurring?

M5. ANDERL: Yes. [It's consistent with
what we've been thinking, along the lines of why we
suggested just kind of potentially nake it one big
docket .

Because, adm nistratively, when you
have got a Part E, and an 023003 docket proceedi ng
kind of next to each other or staggered by not very
much, every Friday on your cal endar you're either
serving sonething or getting sonething. And it makes
it more -- you know, from an adm nistrative
standpoint, it nmakes it nore difficult to manage the

case. And substantively nmaybe nmekes it nore
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difficult to keep track of everything in your nmind in
terms of what's in each docket and where you're doing
di scovery, and keep the issues all segregated.

But again, | guess it's probably too
soon to even recommend a full consolidation until we
under stand what the Commi ssion's view of scoping is
on the new generic proceeding.

JUDGE BERG. All right. Anybody on the
bridge |line want to comrent?

MS. McCLELLAN: This is Ms. McCellan
I would just add that we've outlined that we believe
that we can't do a schedule until we get on order on
reconsi deration.

But | can say that if the Comm ssion
were to want to go forward in Part E on OSS al one,
Verizon woul d recormend that it use the current
schedul e for the new docket as the OSS phase being
schedul ed. Because we believe that we could, with a
slight nodification, at direct evidence just filed on
August 30th, we believe we could go forward with OSS
on that schedule as we've already got those dates
bl ocked of f.

JUDGE BERG So what you woul d be
| ooking for is to take the existing schedule in the

new docket and convert it to Part E, 0OSS?
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1 MS. McCLELLAN:  Yes.

2 JUDGE BERG All right.

3 MS. McCLELLAN:  We would like to push

4 the direct evidence back. And if we're only | ooking

5 at an OSS study, | don't think we need as nuch tine

6 built in between the direct case and responses. So we
7 woul d ask to push the direct evidence date to

8 Sept enber 6th but keep the rest of that schedul e.
9 JUDGE BERG: And that woul d be just

10 dealing with updated OSS costs for both Qwmest and

11 Verizon?

12 M5. McCLELLAN:  Correct.

13 JUDGE BERG And then we probably
14 woul dn't need two weeks of hearings.

15 MS. McCLELLAN: Right.

16 JUDGE BERG  Probably one week of

17 heari ng?

18 MS. McCLELLAN:  Right.

19 JUDGE BERG  Anybody el se want to

20 comment on that possibility?

21 MS. TENNYSON:  Your Honor, Mary

22 Tennyson. Since | don't have copy of the schedule for
23 the new cost docket that Ms. McClellan is referring
24 to, | don't know how those dates would affect staff

25 because we have different staff working on the two
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parts.

MS. McCLELLAN: | can give you the
dates, and | understand you still need to check your
cal endars. But just so the record is clear under our
proposal, direct cases would be filed on
Sept enber 6th, responsive cases on Cctober 11th, the
rebuttal case on Novenber 8th, prehearing conference
woul d be held on Novenber 21st, and then hearings
woul d begin on Decenber 2nd.

MS. TENNYSON: Thank you for that.

Yeah, | would need to check with the staff because we
have al so different staff working with the OSS matters
t han m ght be working on the cost docket.

JUDGE BERG. All right. And then let's
go ahead then and take a | ook at the Verizon notion to
suspend schedule in 023003. So it appears then, that
the notion to suspend schedul e woul d al so be based on
two grounds. Number one, the parties would need --
Verizon woul d need to have a Conmi ssion order
regardi ng the scoping of elenents under reviewin
addition to a Part B order on reconsideration.

Wuld that be fair, Ms. MCellan?

MS. McCLELLAN:  Yes.

JUDGE BERG. |I'Il note that Conmi ssion

staff agreed in principle to a suspension of the
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procedural schedul e but proposed an alternative plan
for reestablishing critical dates that al so was
somewhat dependent upon the establishnent of a date
for a Part B reconsideration clarification order. And
there was a hypothetical date proposed, that being
August the 13th, being a six-week extension from

the -- | had this all figured out.

MS. SM TH.  Your Honor, perhaps | can
help just a bit if | may.

JUDGE BERG  Okay.

M5. SMTH: At first, | wouldn't
necessarily say that the Conmm ssion staff agrees in
principle to a suspension of the procedural schedule.
What | believe we're saying is that -- and maybe we
did say that -- but | guess just to clarify, we don't
object to that.

Qur concern with Verizon's proposa
wasn't so much in the request to suspend the schedul e
but the open-endedness of that request. And
Conmi ssion staff is asking that if a reconsideration
order is inportant in ternms of setting the schedul e
in Part Bis inportant in terms of setting a schedule
for the new cost docket, that perhaps we could get a
date certain for the reconsideration order and build

a schedul e for the new docket that takes that into
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consi derati on.

So we're not asking the Commi ssion to
tee off a schedule off an unknown date. You know,
we're asking for date certains to get a date certain
and a certain schedul e so everybody knows what the
schedule will be instead of waiting until an order
conmes out and then waiting till Verizon notifies the
Commi ssi on about how much tine it's going to need
after that point in tine. W're concerned with the
open- endedness of the notion to suspend.

JUDGE BERG: Would it be consistent with
staff's position to say that if the Commi ssion
establishes a date for entry of a Part B
reconsi deration clarification order whenever that date
is that that woul d define the extension period?

M5. SMTH: | don't believe so, Your
Honor. | think what we're | ooking for is a date, not
a whatever-the-date-is. W are |ooking for the date.
And unfortunately | don't have a copy of my comments
in front of nme, | loaned themto our court reporter so
she could get the caption, so |I'm not exactly sure.

But | believe we proposed a date for the order on
reconsi deration, and then we proposed a procedura
schedul e as wel |

JUDGE BERG  Yes.
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M5. SMTH. So that is our proposal.

JUDGE BERG So | can guarantee you that
you woul d not have an order on the date proposed. And
wi t hout going into the details of the Conmi ssioners
schedul e, let ne posit it to you in a slightly
different way. Wuld staff's position change if the
date for a reconsideration order was nore |ike
Sept ember 20th rather than August the 13th?

MS. SM TH:  Your Honor, | guess perhaps
it would. Perhaps that would be workable to maybe
keep this at a six-week tinme frane fromthe date of
the reconsideration order. What concerns staff is the
fact that a reconsideration order is an unknown date,
and we would like sone certainty. So if the
Conmi ssion could say we will have the reconsideration
order on August 13th, that would be fine. W have
proposed a schedul e teeing off of that date.

If the Commi ssion were to say we can
have a reconsideration order by Septenber 20th, this
schedul e then could be kicked out, | guess, another
five weeks or whatever that is, whatever the duration
of tinme is from August 13th to Septenber 20th.

| believe that what we are asking in
our coments is that the Comm ssion have an idea of

when that reconsideration order will cone out. And
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it's hard to agree in principle with Verizon that,
wel |, once this order cones out, then we can turn
around and deci de what ki nd of schedule we're going
to have when there really is no deadline for that
order.

MS. McCLELLAN:  Your Honor, this is
Ms. McClellan --

JUDGE BERG Wait, Ms. McCellan. |
need to finish up here because I"'mstill not getting

sort of the information that | need.

MS. McCLELLAN: | just wanted to let you
all know, | have not received staff's coments. |
don't know what their proposed schedule is it. | just
checked e-mail, and |I have not seen their proposal

JUDGE BERG  Their proposal is
essentially that the Conmi ssion establish a date for a
reconsi deration order in Part B, and that direct
testi mony be due six weeks |ater.

MS. McCLELLAN.  Thank you.

JUDGE BERG All right. So here's ny
concern, Ms. Smith, and forgive me if |I'm being dense
I"mtrying to figure out whether staff could live with
an extension, an overall extension of the schedul e out
beyond hearings to begin in January 2003, taking a

hypot heti cal that a reconsideration order would not be
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out in the mddle of August but would be out in the
end of Septenber.

M5. SM TH: Your Honor, | of course
don't have staff here and | don't know how staff is
schedul ed in other matters that are conming up. Taking
that into consideration, | believe the staff could
live with that.

VWhat staff is concerned about is having
a procedural order that says direct testinony will be
due six weeks after the order on reconsideration is
filed, and perhaps the reconsideration order is
i ssued, say, in April 2003. And then we are sort of
stuck in a situation where we don't know when
heari ngs may begin or when testinony nay have to be
filed. We're sort of in | think a situation where we
just -- we can't plan for the case.

If it |ooks as though the
reconsi deration order will be issued in Septenber,
that is relatively close to the August date that was
hypot hetically provided in the comments, then
believe that we could live with hearing dates that
begi n sonetinme in February.

JUDGE BERG.  Okay, thank you.

MS. SMTH. |If that helps, that's our

posi tion.
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JUDGE BERG It would be sone kind of
ext ension that woul d be across the board.

M5. SMTH:  Yes, Your Honor.

JUDGE BERG So let nme go ahead and hear
fromother parties with regards to the Verizon notion
to suspend schedule. Let me start with M. Kopta and
then go to Ms. Anderl.

MR. KOPTA: Thank you, Your Honor. W
are pretty much in the same position as Comm ssion
staff. W don't oppose a continuance of the schedul e,
but we don't -- we definitely oppose any idea of
having it be to sonme indefinite tine in the future.

| mean, the whole reason that the
Commi ssion initiated this docket was to address stale
rates and the concern that these may be inhibiting
conpetition. And the |longer that persists -- | nean,
this docket opened around the beginning of this year
and here we are in July and we are still just talking
about schedule. |If we were tal king about not having
hearings on this until a year from now wi thout an
order will the end of next year, that we're | ooking
at a date that's pretty far off in the future. And
so |'mnot saying that that would happen, and |I'm not
sayi ng that the Conm ssion would be responsible for

that. What | amsaying is that it doesn't nake sense
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1 to have an indefinite schedul e.

2 And one of the things that Verizon is
3 basing its notion on is the idea that there needs to
4 be a Part B reconsideration order before we can

5 proceed with the new cost docket, and we're not

6 willing to accept that premise. Certainly it may

7 depend to the extent that the Conm ssion rejuggles

8 issues in terns of what's going to be decided in the
9 new cost docket and what's going to stay in the

10 exi sting cost docket.

11 But if the Conmission were to determne
12 that the scope of the issues was, as it pretty nuch
13 initially was set up to be, which was anal og | oops,
14 swi tchi ngs, shared transport, sort of the UNE-P

15 conponents, then there's very little fromthe Part B

16 order that's going to inpact that and certainly not

17 enough to hold up the entire new cost docket unti

18 t he Conmi ssion issues an order on reconsideration

19 So what we think the Commi ssion ought
20 to do at this point is go ahead and create a schedul e
21 t hat pushes things back approxi mately six weeks so

22 that we have hearings that are schedul ed sonetine in
23 | ate January or early February. And to the extent

24 that parties may feel a need to nodify that schedul e,

25 that they could cone back at such tinme as the
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Conmmi ssion issues its Part B reconsideration order
and ask for that schedule to be nodified as opposed
to sinmply waiting until some indefinite tinme to
establish a schedul e.

JUDGE BERG. | need to nake two points
Nunber one, we have a schedule. W have a schedul e
for hearing in this case, and that schedul e was set at
a point in time when the Part B order was pending.
And at that time, there was no issue raised that we
can't have a hearing in 2003 -- 3003 in the new cost
docket until Part B was done. So we have a schedul e.

And, you know, | understand that now
we're looking at a different -- a slightly different
i ssue, that we al so have a Part E proceedi ng and
there may be sone differences anbng parties about the
scope of issues that should be addressed in 3003.
But we have a schedule. And what we're dealing with
now is, certainly if the issues change in 3003 beyond
what the Commi ssion originally envisioned, there
woul d certainly be sone validity to providing -- to
revi sing the schedul e.

Li kewi se, Verizon has made the argument
that, in ternms of timng, that it's the sanme
personnel that it has trying to work on conpliance

with Part B are also the personnel that it relies
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upon to prepare its direct case, and so it has a
resource problemthat didn't exist before.

And the Commission |ikewi se is
interested in trying to either avoid future conflicts
or gain efficiencies by conbining, considering the
conbi nati on of Part E with 3003 to what nmekes sense.
But we have a schedul e.

And | want to make it clear that when
you say an extension of six weeks, the proposal that
staff was putting on was that the direct evidence
woul d follow an order on reconsideration by six weeks
whenever that mi ght be.

MS5. SM TH:  Your Honor, | think our
comrents may not have been as clear on that as they
could have been. |If the Commi ssion decides that we
can't schedule -- agrees with Verizon and deci des that
we want can't schedule this case without the Part B
order on reconsideration com ng out, then the trigger
woul d be -- then the proposal would follow fromthat.

O herwise, | think if that's not the
case, if we can still proceed with this, then -- and,
you know, there still is a need to suspend the
schedul e to deci de what the issues nmight be, you
know, we would | ook to perhaps a four- to six-week

extension fromthe current schedul e wi thout working
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in the reconsideration order

JUDGE BERG All right. And so,
M. Kopta, when you started tal king about a six-week
extension, | got a little bit concerned because
wasn't sure whet her when you were tal king about a
January or February hearing date if your proposal is
either conditioned simlar to staff's, or if you're
actual ly supporting a continuance but for a certain
time after the Part B order.

It may be that the Part B order, the
defined date that the Conmi ssion sets, will be so

that the hearing is not January or February, it m ght

be March or April. So I just, you know, | want to
be -- | don't want to create any ni sunderstandi ngs
here --

MR, KOPTA: Nor do |, obviously.

JUDGE BERG. -- about where we neasure
an extension of tinme from

MR, KOPTA: And let nme back up and sort
of make sure that |I'mclear on what our position is.

W're fine with the schedul e the way
that it is right now \What |I'msaying is that we
don't oppose an extension because we understand that
there are some new i ssues, that we need to define

what the issues are going to be in the new docket,
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1 and that obviously is going to inpact what people do
2 on direct. And so it mght benefit all parties to

3 have a little bit nore time to establish their direct
4 testimony. And we think four to six weeks, as staff
5 had proposed, would be a reasonable tinme to

6 accommpdat e those kinds of additional concerns.

7 JUDGE BERG. And that sounds like a

8 perspective that is irrespective to Part B, that's

9 just based upon getting further definition of the

10 i ssues within the 3003, the new cost case.

11 MR, KOPTA: That's exactly right.

12 That's what our positionis. |If you think it would be

13 beneficial to the parties to firmy establish what the

14 i ssues are so that everybody can know what those are
15 in enough tinme to conduct discovery and to prepare
16 their direct case, then we think an extension of four
17 to six weeks woul d be appropriate.

18 JUDGE BERG  Ckay

19 MR. KOPTA: |If the Conmission were to
20 decide that really we can't proceed with the new cost
21 docket until there's been a deternination on the

22 Part B reconsideration petitions, then we also agree
23 with staff that the triggering tine should cone from
24 the date of the order on reconsideration, and it

25 shoul d be approximately six weeks after that date.
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That still is awfully indefinite, and
our preference would be to go ahead and establish a
schedul e right now that works in a delay of six
weeks, let's say, having direct testimony filed in
first week of the COctober with hearings sonetinme in
| ate January or February. And if there is a need to
revisit that schedule, we can do that, and that gives
parties enough tine to start preparing now. Because
we know that there are going to be some issues,
think it's unquestioned that there are sone issues
that are going to be in the new cost docket, so there
is some preparation that can be done now. |It's just
a question of whether we're going to add sone nore
i ssues on top of that. So | don't think that parties
can't start getting ready right now.

So | think that what we want to see is
a schedule that allows parties to adequately prepare,
but at the sane tinme nake sure that we keep on a
track that's going to get us sone resolution of these
i ssues expeditiously, as | think the Comn ssion
contenpl ated when it opened the docket.

JUDGE BERG | understand, thank you.
Ms. Anderl| ?

DR. GABLE: Judge Berg. | just want to

l et you know that | am dropping off the |ine.
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JUDGE BERG. All right, thank you,
Dr. Gable. Ms. Anderl?

MS. ANDERL: Thank you, Your Honor. As
Qnest stated in its letter, we support Verizon's
request for suspension of the schedule and believe
that it is a reasonabl e request under the
circunstances presented. | can only take Verizon's
word for how rmuch work they have to do and how
conplicated it is to conmport their nodel to whatever
is ordered. And we don't have those sane issues, but
we have in the past, and we understand where Verizon
is now

We do have an issue that independently
supports a continuance, and we nentioned that in our
letter as well. As | was discussing Verizon's
request to suspend schedule with the Qemest cost
fol ks, they advised me that if we did have additiona
time, we would be able to complete work on and file a
new switching cost nodel in the new generic docket,
and we would like to do that. And so we would need
four to six weeks on the existing schedule, at |east,
to do that. |If the Verizon suspension of the
schedul e takes the schedul e out further than that, we
don't have a significant concern with that either

t hough.
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JUDGE BERG All right. M. ffitch, do
you have any perspective?

MR, FFITCH: W just concur with the
comments of staff, Your Honor.

JUDGE BERG. All right. M. Mdellan
before | take your conments and responses, let me go
ahead and check with other counsel to see if they have
any comments. M. Butler?

MR. BUTLER: | have nothing to add.

JUDGE BERG. Ms. Singer Nel son?

MS. SI NGER NELSON: Judge, | do have
just a fewthings to add. | would like to see the
case go forward, the new cost case go forward on the
schedul e that we've already set for the rate el enents
that we've identified relating to UNE-P. W noved for
this several nonths ago, alnpst a year ago, and the
Conmmi ssi on agreed that these rate el enents needed to
be addressed, and we are now in the residential |oca
mar ket. We want to expand our presence in the state
of Washington, and we would |ike to see sonme rates set
sooner rather than later to get that going.

So | would like to just urge the
Commi ssion to continue on the schedule that it set
out, and, as you said earlier, when the schedul e was

initially set up, no one said anything about this
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1 schedul e bei ng dependent upon the Comm ssion issuing
2 orders in the other phases of 3013. So | would like
3 to see the case go forward as originally envisioned

4 by the Comm ssion.

5 JUDCE BERG Ms. Dober neck?

6 MS. DOBERNECK: | have nothing else to
7 add.

8 JUDGE BERG: M. Frane?

9 MR. FRAME: Nothing to add.

10 JUDGE BERG. M. Posner?

11 MR. POSNER: Not hi ng, Judge.

12 JUDGE BERG: All right. M. MCellan?
13 M5. McCLELLAN:  Thank you, Your Honor
14 The comrents of all of the parties except for Quest
15 m sunder st and the fundanental problemthat Verizon
16 has, and it is this. Verizon was ready to go with
17 preparing its direct case to file ICMto address the
18 new cost elenents to be addressed.

19 The Conmmi ssion's Part B order requires

20 significant changes to ICM \Wat the Commission's

21 order did was to make -- basically order Verizon to
22 reconfigure the nodel to devel op specific outputs
23 that, in our opinion, parties in the Comm ssion

24 assuned were inputs to the nodel but they are not.

25 And that's why we filed our petition for
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reconsi deration. Because the way the nodel is
structured, sone of the changes ordered by the
Commi ssi on cannot be nmade without conpletely
rebui l ding the nodel, which will take well beyond
ni ne nonths, which is why we sought reconsideration

If the Commi ssion grants
reconsi derati on and changes its m nd and doesn't
require Verizon to nake those changes to the ICM we
could continue to file in Septenber and neet the
current schedule. |f the Conm ssion says no, we
meant what we said and we want you to change your
nodel to fit the order, that is sonething that has to
be done not only in our conpliance filings but has to
be done in the new docket.

If you set a schedul e that says six
weeks after a notion for reconsideration comes out
Verizon has to file its direct case, or that we have
to file a direct case in September, and if in that
order for reconsideration the Comm ssion has said
your cost nodel nust conport with 32nd suppl enent al
order the way that we issued it, you're effectively
saying to Verizon, you cannot file a cost nodel under
this new cost docket because we can't meke those
changes in anything less -- we don't know how | ong

it's going to take to make the changes. W haven't
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figured out to do it yet. But we knowit's going to
take nine nonths, and it certainly can't be done in
just six weeks.

JUDGE BERG. So you're saying the
proceedi ng would be on ice for nine nonths, m ninmunP

MS. McCLELLAN:  That's the way it's
| ooki ng right now.

JUDGE BERG. Sounds | ooks Verizon needs
to hire a few people.

MS. McCLELLAN:  Well, Your Honor, |
mean, where we are is -- the changes ordered by the
Commi ssi on fundanental | y changed the nodel .

JUDGE BERG.  Sure.

M5. McCLELLAN: And it takes tine to
build a nodel to being with, and nornmally these
proceedi ngs are schedul ed so that the parties have the
tine to build their nodel. And another alternative,
Verizon was in the process of trying to build a

conpl etely brand new nodel that didn't have to be put

on hold. | nmean, nodels can't be built overnight.
JUDGE BERG. | understand, and |

apol ogi ze for the sort of flip coment. It just seens

extraordinary, and -- but the point is, it's stil

under st ood t hat whatever ampunt of tinme it takes, it

takes nore tinme than the schedul e all ows.
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MS. McCLELLAN: Right.

JUDGE BERG And | think I'Il try and
keep it on that basis. |s there anything else you
want to add, Ms. McClellan?

MS. McCLELLAN:  No.

JUDGE BERG  Anything further from other
parties? M. Kopta.

MR, KOPTA: This is just a
of f-the-top-of-my-head idea, that taking Verizon at
their word that it would be take a significant anpunt
of tinme to revise their cost nodel, one thing that the
Commi ssi on might want to consider is having separate
proceedi ngs for Qamest and Verizon

I haven't heard that Qwmest woul d have a
hard tine as long as there is six weeks approximtely
for themto finish work on their new cost nodel. And
we coul d proceed with Qrest, and then get to Verizon
whenever it would work for themto be able to nake
what ever nodifications they need to nake to the
nodel. And all of this is assunming that it really
does take |l onger than a couple of nmonths to nmeke
those changes, and |'m not here saying that it is and
I'"'mnot here saying that it isn't. But this is just
a consideration, because | certainly don't want the

whol e docket to be del ayed because Verizon had
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1 problenms with its cost nodels.
2 MS. McCLELLAN:  And Verizon woul d not

3 oppose doi ng that.

4 MS. SI NGER NELSON:  Worl dCom woul dn' t
5 oppose that either

6 MS. DOBERNECK: Neither would Covad.

7 MS. ANDERL: Your Honor, |'mvery

8 surprised to hear that. | don't think we oppose it
9 either, but typically whenever we've tried to

10 bi furcate things, we have heard how s of protests
11 about flying witnesses out twice and all of the

12 i nefficiencies that that builds into a proceeding.
13 But with that little editorial coment
14 that | could not resist, I would say that we have no
15 particul ar desire to have the docket consolidated

16 with Verizon.

17 M5. SMTH: And Conmission staff is in
18 no position to comment on that. | know that M. Kopta
19 wasn't asking for cormment on it, but we can't comment

20 on it at this tine.

21 JUDGE BERG All right. Comn ssion

22 will, at a mnimum try and expedite an order in

23 response to the notion to suspend schedule. It may
24 take a little bit longer to work through some of the

25 other rel ated i ssues that have been rai sed, such as
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the scope of the proceeding and whet her or not there
are efficiencies to be obtained by conbining the
cases. As the parties know, the Comn ssioners have a
very busy schedule, and it remains difficult to get
time to consult with themand to nake effective
presentations on sone of these kinds of matters.

There is one other thing | should
probably address with the parties, and that was
previously there was sone reservations or parties
were unable to commt as to whether or not they would
object to a Part E proceeding that was ALJ only; that
is, the Comm ssioners would not preside. If | recall
right, sonme of Verizon's concerns were that there
m ght be DSL issues carried over into Part E that
woul d require direct presentation to the
Conmi ssi oners.

Let me check with the parties now at
| east just based on the issues that are presently
identified for Part E, and let ne tick those off.
First of all, we have the updated OSS cost recovery
for both Qwmest and Verizon.

Then we have Part E issues raised in
the Part B order. In ny search of the Part B order
| identified the foll owi ng paragraphs:

Par agraph 27, provisioning splitters in
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a line-splitting arrangenent.

Par agr aph 51, OSS.

Par agraph 61, Verizon's nonrecurring
charge for loop conditioning. And, actually, that
may be nore generic.

MS. TENNYSON: Yes. 60 was Verizon's
| oop conditioning, and 61 is for both.

JUDGE BERG. 61 is for both.

Par agr aph 105, tandem switch
conpensation rate.

Par agraph 125, Qwest's nonrecurring
cost study nethodol ogy, the | SC order processing
time.

Par agraph 157, Qwest nonrecurring
costs, nonrecurring charges subl oops.

Par agraph 169, Qwest's nonrecurring for
pol es, ducts, and right-of -way.

Par agraph 174, Qwest's nonrecurring for
unbundl ed dark fi ber

Par agraph 301, Verizon nonrecurring
subl oop m gration as-is charge

Par agr aph 320, Verizon nonrecurring
hi gh capacity | oops.

Par agraph 360, Verizon recurring

inflation.
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Par agraph 379, Verizon recurring conmon
costs.

And Par agraph 422, Verizon recurring
intra-building riser cables.

Now | don't have --

MS. TENNYSON:  Your Honor, | had two
addi ti onal paragraphs that | thought were, Paragraphs
438 and 440.

JUDGE BERG.  Ckay

MS. TENNYSON: 438 is Verizon's costs to
provi de unbundl ed packet switching, and 440 was file
cost studies for unbundled signaling and call-rel ated
dat abases. Both for Verizon

JUDGE BERG All right.

MS. TENNYSON: And then in Paragraph 34
| had just witten it as an issue. The order
establ i shed the Washington line-splitting
col | aborative, sort of throwing things out into a
separat e proceeding.

And for the parties' benefit, as Judge
Berg went through that, | pulled the same paragraphs
out. I'Il e-mail you a copy of what |'ve got just so
you don't have to rely on your notes for today.

JUDGE BERG  Thank you, Ms. Tennyson.

M. ffitch?
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MR. FFITCH: |'m sorry, Your Honor. |
was going to ask permission to | eave the hearing.
have 12 o' clock neeting which I would try to make, and
public counsel does not have issues with concern with
regard to Part E. |If there is going to be further
di scussion, we wouldn't have any further input on
that. So | was going to ask your pernmission if |
could | eave the prehearing at this point.

JUDGE BERG  Yes, sir, thank you for
asking. The only other issue |I'm |l ooking to address
with the parties is whether or not, based upon the
i ssues that have been identified, whether parties
woul d object to an ALJ only proceeding if it goes
forward as presently conceived.

MR, FFI TCH: Thank you. W woul d not
have any objection to that.

JUDGE BERG. Thanks, M. ffitch. It may
be that there were one or two other issues that had
previously been identified for Part Ein addition to
0SS. | had a rough nenory that there might have been
sonmet hing el se. M. Tennyson?

MS. TENNYSON: | have the sane
recol l ection, Your Honor, and | haven't found it in
any orders. | haven't gone through ny notes of the

heari ngs where we may have di scussed that. That woul d
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be the only source of possibly throw ng sonething over
during the course of a hearing.

JUDGE BERG On that basis, let nme just
check with the parties if they can state at this tine
if a Part E proceeding were to consist of those
i ssues, whether parties have objections to an ALJ only
proceedi ng.

And we'll just go around the room
begi nning with Conmi ssion staff. M. Tennyson?

MS. TENNYSON: Staff would have no
obj ection.

JUDGE BERG. M. Kopta?

MR, KOPTA: At this point, | can't say
one way or the other. W would certainly have sone
concerns, just because | think there are sone policy
i ssues that it nmay be best to have the Commi ssion here
directly as opposed to on a paper record.

But I"'mnot -- I'd have to discuss
those concerns with ny clients, since this is the
first tinme that | think that this possibility has
been raised, to deternmine fromthem whether they
woul d have any nore than just some concerns as
opposed to an objection.

JUDGE BERG. We have some tinme to dea

with that, so what we'll do is we'll get some closure
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on the scope of the Part E, and then we'll call for
comments and give counsel on opportunity to confer
with their clients.

Anyt hing el se that any party would Iike
to raise before we adjourn the joint prehearing
conf erence?

MS5. McCLELLAN:  Yes, Your Honor, there
was one thing | forgot to add. To the extent that the
Conmi ssion needs a little nore information from

Verizon as to just why it takes so |long to nake al

the orders -- or all the changes to | CM ordered by the
Commi ssion, |'ve been authorized to say that Verizon
woul d be willing to make one of its cost folks

avai |l able to discuss that with the Conm ssion or the
parties, either through a conference call or however
the Comnmi ssion or the parties would like to handle
t hat .

JUDCGE BERG | appreciate that. It may
nmerit some foll ow up.

Ms. Anderl, did you have sonethi ng?

MS. ANDERL: Yes, Your Honor. There was
a proposal on the table earlier about how we do the
schedule if Part E is OSS only, and the suggestion was
it would only need one week of hearing.

I'd like to recommend that if that
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particul ar suggestion is adopted, that we take the
second week begi nning Decenber 9th instead of the
first week begi nning Decenber 2nd since Thanksgi vi ng
is very, very late in Novenber this year

JUDGE BERG. That's right. And that was
a short week, there was actually only four days
schedul ed that week. | don't recall whether the
foll owing week is an open neeting week or not. It may
be that it would only allow four full days, but your
suggestion is taken.

MS. SMTH. One last thing. This is
directed to Ms. McClellan, this is Shannon Smith

I wanted to apol ogi ze that you did not
get our comments in advance of today's prehearing
conference. | have checked our certificate of
service, and our staff had mailed that as opposed to
e-mailing it and faxing it, and 1'Il make sure that
you get itens in a tinely manner fromthis point
f orward.

MS. McCLELLAN: | appreciate that.

JUDGE BERG  Anyt hing el se, Counsel ?
Al'l right. Hearing nothing further, prehearing

conferences are adjourned.

(JO NT PREHEARI NG CONFERENCES ADJOURNED AT 12:20 P.M)



