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l. IDENTIFICATION OF WITNESS

PLEASE STATE YOUR NAME, BUSINESSADDRESS AND POSITION
WITH QWEST CORPORATION.

My nameis Thomas R. Freeberg. My business addressis 301 W. 65th St., Room 100,
Richfied, Minnesota 55423-1559. | am a Director at Qwest Corporation ("Qwest"),
with respongbilities for directing Qwest's efforts to comply with Sections 251, 252, and
271 of the Communications Act of 1934, as amended.

PLEASE DESCRIBE YOUR EDUCATION BACKGROUND AND
EMPLOYMENT EXPERIENCE.

| hold aBachdor of Science degreein Civil Engineering from the University of
Minnesota, Indtitute of Technology. | an a Registered Professond Engineer in
Minnesota, License Number 16738 MN. Excluding atwo-year period | spent working
for aCLEC, | have worked for Qwest and its predecessors since 1979 in various
engineering, congtruction, adminigtration, planning, and operations positions, modly in
Minnesota. As part of Qwest's congtruction operation, | directly supervised cable
placement and splicing for interoffice and loop facilities. As part of Qwest's order
provisoning operation, | directly supervised order administrators and facilities speciaists
who maintained records of idle and working cable and eectronics inventories as orders
were processed. As part of Qwest's engineering operation, | drafted blueprints for
outside plant augments, ran computer models comparing the economics of various
network augment options (switching, loop and transport), and devel oped the cost

portion of business cases for potentiad new services. Findly, as part of Qwedt's
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wholesale operation, | directly supervised the development and documentation of
provisioning and maintenance processes associated with new resae, interconnection,
and unbundled local services. These efforts were intended to ensure that basic
provisoning and maintenance were in place to support theinitia rollout of loca
wholesdle services. | actively participated in each of the state proceedings in which
Qwest was seeking gpproval to provide interLATA services acrossits 14-tate ILEC
region. | submitted affidavits and participated in workshopsin al but one of Qwest's
ILEC states.

HAVE YOU PREVIOUSLY APPEARED BEFORE THISCOMMISSION ASA
WITNESSIN REGULATORY PROCEEDINGS?
Yes. | havefiled tesimony with this Commission on behdf of Qwest in other dockets.

ARE YOU FAMILIAR WITH THE PROCEEDINGS IN WASHINGTON
RELATING TO QWEST'SWASHINGTON SGAT AND COMPLIANCE
WITH SECTION 271 OF THE ACT?

Yes. | participated in severa Washington workshops that evaluated Qwest's satisfaction
of the competitive checklist in Section 271 of the Telecommunications Act of 1996 ("the
Act") aswdl asareview of Qwest's Washington Statement of Generdly Available Terms
("SGAT"). | dso paticipated in proceedings before the Federal Communications
Commission ("FCC") on Qwest's compliance with Section 271 for the state of
Washington.

. PURPOSE OF TESTIMONY

WHAT ISTHE PURPOSE OF YOUR TESTIMONY?
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In my direct testimony, | explain why the Commission should approve Qwest's proposed
contract language for the issues | address aswell as the basis of Qwest's opposition to
language that AT& T proposes for the parties new interconnection agreement. This
testimony addresses interconnection and reciproca compensation matters upon which
Qwest and AT& T failed to reach agreement in negotiation. The issues addressed in this
tesimony are summarized in the Disputed |ssues matrix as Issues 3, 5, 17, 18, 19, 21, 30
and 34.

1. SUMMARY OF TESTIMONY

BEFORE TURNING TO A SUMMARY OF YOUR TESTIMONY, HASTHE
COMMISSION HAD THE OPPORTUNITY TO ADDRESSANY OF THE
ISSUESIN THISARBITRATION BEFORE?

For several issues, yes. Interconnection and reciproca compensation were extensively
addressed by Qwest and AT& T during the 271 workshops and hearing processin al of
Qwedt's in-region dates, including Washington. AT& T was perhagps the most active
participant in the Washington proceedings and yet did not raise many of the novel and far-
reaching claims that it makes here, such asiits proposd to redefine "Exchange Service."
Likewise, AT&T did not raise many of these issuesin its comments to the FCC on
Qwest's compliance with Section 271. Thus, to the extent that AT& T now claims that

| understand that AT& T may attempt to add issues by revising the Disputed Issues List
that was filed with the Commission. However, it has not yet done so. Therefore, |
address the issues that are identified in AT& T's petition and Qwest'sresponse. If
AT&T seeksto revise the list of disputed issues, and the Commission permitsit to do
0, | reserve the right to respond to those additiona issues.
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certain modifications are required by the Act or FCC rules, neither AT& T, other
Washington CLECs, nor this Commission beieved modifications to this long-standing

definition were necessary for Qwest to meet its obligations under Section 271 of the Act.

PLEASE SUMMARIZE THE ISSUES YOU ADDRESSIN YOUR
TESTIMONY AND QWEST'SPOSITION ON THOSE |SSUES.

Perhaps the most sweeping demand that AT& T makes isthat the Commission should
redefine local exchange service, the parties dispute under Issue 5. Today, Commission
rules define local exchanges and local caling areas based upon geographic areas and rate
centers? AT&T, however, asks this Commisson to ignore long-standing definitions and
definealoca cal based solely and drictly upon comparison the calling and called
NPA/NXX,? regardiess of where the call originates and terminates. The result of AT&T's
languageisto redefine aloca cal, thereby converting calsthat historicaly have been
rated astoll calls (for which Qwest collected retail intraL ATA toll or switched access
charges from the cost-causer under exigting rules, tariffs, and interconnection agreements)
into loca calsfor which Quwest would then pay AT& T reciprocal compensation.

AT& T's language does not comport with Washington law and Commission rules
regarding reciprocal compensation, nor does it align with the Act. Adoption of AT&T's
language would have far-reaching public policy consequences for other Washington

WAC 480-120-021 ("'Locd cdling areal means one or more rate centers within which
acustomer can place cdls without incurring long-distance (toll) charge; "'Exchange
means a geographic area established by a company for telecommunications service
within that ared").

NPA stands for Numbering Plan Area (often referred to as area code) and is a defined
geographic areaidentified by a unique three-digit used in the North American
Numbering Plan. NXX represents a centrd office code of three digitsthat designates a
particular centrd office.
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LECs. These consequences are being felt nationwide and cannot be fully evaluated in the
abbreviated timeframe available for this arbitration, and, accordingly, should not be
triggered by ordering the definition of aterm in atwo-party arbitration.

With regard to Issue 3, AT& T proposes an open-ended definition of when a CLEC's
switch qudifies for tandem compensation. AT& T contendsthat if a CLEC's switch is
"cgpable of" serving a geographic area comparable to the incumbent LEC, it should
receive tandem compensation even if the CLEC never serves customers or operates
loops beyond a limited area near its switch. AT&T's proposed definition is incons stent
with 47 C.F.R. 8§ 51.711(a)(3) and with prior decisons of this Commission in the course
of reviewing Qwest's SGAT in the Washington 271 proceedings. AT& T's proposed
definition aso renders meaningless the FCC rules regarding when a CLEC switch should
receive tandem compensation. Qwest's proposed definition, in contras, is congstent with
the letter and spirit of Rule 51.711(8)(3).

Issue 17 involves two disagreements. Thefirg relaesto AT& T's demand to include
traffic not subject to reciproca compensation in the parties dedicated transport relative
use caculations. Quwest recognizes thet the Commission, in the past has reached a
different conclusion than Quwest proposes here. The Commission, however, should
reeva uate that determination as incongstent with governing FCC rules that exclude dll

I nternet-bound traffic from dl reciproca compensation obligations. Just as payment of
reciprocal compensation for Internet-bound traffic led to digtortions in the market,
AT& T's proposed language has the effect of creating perverse incentives for Internet
Service Providers ("1 SPs') and obligating Qwest to provide unlimited quantities of free

trangport to any location the ISP might name. The second dispute relatesto AT& T's
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proposal to gpply areative use factor to "comparable facilities™ Thislanguageis unclear,
open-ended and could be construed to gpply (improperly) to facilities purchased from
FCC tariffsand governing law.

Issue 18 concerns the proper treatment of tandem transmission when AT& T's switch
quaifies as atandem. Qwest proposes use of actua mileage measurements whereas

AT&T proposes a blanket assumption of transmisson mileage, even if it provides no

trangport &t dl.

Issue 19 concerns whether Unbundled Network Element Platform ("UNE-P") origingting
minutes of use should be included in the 3:1 presumption for the determination of Internet-
bound minutes of use. Although Qwest does not agree with AT& T's position, it will not
contest thisissue in this arbitration. Qwest believes that the parties should move
immediately to use of actud datato determine Internet-bound traffic and specificaly
reservestheright to do so. AT&T does not contest Qwest's right to demonstrate the

amount of Internet-bound traffic with actud data

Issue 34 rdates to those rare instances in which Qwest isthe intraL ATA toll carrier, but
not the local service provider and not the interLATA carrier, for apecific end user
customer. In this specific circumstance, Qwest, the ILEC, does not authorize AT&T to
offer Qwest asan intraL ATA toll provider option to its customers. If AT& T nevertheless
does 50, however, Qwest bedieves AT& T should bill the customer for the intraL ATA toll
sarvice Qwest provides. AT& T dready has abilling relationship with the end user
customer, and Qwest bills AT& T a discounted rate to offset the costs AT& T incursto
perform the billing function.
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As discussed below, Qwest's proposed language aigns with the requirements of the Act,
FCC rules, and this Commisson'srules. Based on the evidence in this testimony, the
Commission should order the parties to include Qwest's proposed language in the parties
new interconnection agreement for the disputed language that | addressin my testimony.

V. DISPUTED ISSUES

Definition Of Tandem Switch (Issue 3).

WHAT ISTHE DISPUTE BETWEEN THE PARTIES?
The parties dispute the proper definition of atandem switch for purposes of reciproca
compensation. My testimony addresses specificaly the definitiond issue of when a

CLEC's switch is entitled to tandem treatment for reciproca compensation purposes.

WHAT ISQWEST'SPROPOSED DEFINITION OF A TANDEM SWITCH
FOR SECTION 4 OF THE PARTIES AGREEMENT?
Qwest proposes the following definition of a"Tandem Office Switch™:

"Tandem Office Switches' — CLEC end office Switch(es) shall be
consdered Tandem Office Switch(es) for the purpose of determining
reciprocal compensation rates to the extent such Switch(es) servesa
comparable geographic area as Qwest's Tandem Office Switch. If the
Parties have not aready agreed that CLEC's switches meet the
definition of Tandem Office Switches, afact based consideration of
geography, when approved by the Commission or mutualy agreed to
by the Parties, should be used to classfy any Switch on a prospective
bass. In addition, "Tandem Office Switches' are used to connect and
Switch trunk circuits between and among other End Office Switches.
Access tandems typically provide connections for Exchange Access
and tall traffic, and Jointly Provided Switched Access traffic while local
tandems provide connections for Exchange Service (EAS/Local) traffic.
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CLECs may a0 utilize a Qwest Access Tandem for the exchange of
locdl traffic as st forth in this Agreement.*

Q. WHATISAT&T'SPROPOSED DEFINITION?
A. AT&T proposes the following definition. | have underlined the language that is disputed:

"Tandem Office Switches' - CLEC End Office Switch(es) shall be consdered
Tandem Office Switch(es) for the purpose of determining reciproca
compensation rates to the extent such Switch(es) is (are) capable of serving a
comparable geographic area as Qwest's Tandem Office Switch. If the Parties
have not aready agreed that CLEC's Switches meet the definition of Tandem
Office Switches, afact based consideration of geography, when approved by the
Commission or mutudly agreed to by the Parties, should be used to classfy any
Switch on a prospective basis. In addition, " Tandem Office Switches' are used
to connect and Switch trunk circuits between and among other End Office
Switches. Access tandems typicaly provide connections for Exchange Access
and toll traffic, and Jointly Provided Switched Access traffic while loca tandems
provide connections for Exchange Service (EAS/Local) traffic. CLECs may
aso utilize a Qwest Access Tandem for the exchange of locdl traffic as set forth
in this Agreement.

Q. WHAT ISTHE BASISFOR QWEST'S PROPOSED DEFINITION?
A. Qwest's proposed language is based upon 47 C.F.R § 51.711(a)(3) and isthe same as
the definition in Qwest's Washington SGAT.

Q. WASTHE TANDEM SWITCH DEFINITION REVIEWED IN THE COURSE
OF THE WASHINGTON 271 WORK SHOPS?
A. Yes

Q. WHAT DID THE WASHINGTON COMMISSION DECIDE?

N Agreement 8 4. The définition of a"Tandem Office Switch" isa subpart of the definition
of a"Centra Office Switch.”



10

1

13

14

15

Docket No. UT-033035

Direct Testimony of Thomas R. Freeberg
Exhibit TRF-1T

September 25, 2003

Page 9

In the Commission's Twenty- Fifth Supplementa Order in connection with the Washington
271 proceeding,® the Commission reviewed the definition of tandem switch and directed
Qwest to adopt the definition reflected in the Washington SGAT. The Commission did so
a theurging of AT& T and WorldCom. Qwest's SGAT definition does not include the
"cgpability” language AT& T now seeks.

ISQWEST WILLING TO PAY AT&T THE TANDEM RATE IF AT&T
ESTABLISHESTHAT ITSSWITCH SERVES A GEOGRAPHY
COMPARABLE TO QWEST'STANDEM?

Yes, Qwestiswilling to pay AT&T for loca call termination a an gppropriate tandem
rate when AT& T's switch serves a geography comparable to Qwest's tandem. In
negotiation, Qwest proposed asmple test that is Exhibit TRF-2 to thistestimony. Upon
successful processing of the test, Qwest would pay AT& T at the tandem rate.

WHAT ARE THE FCC RULESTHAT RELATE TO THISISSUE?
In the Local Competition Order, the FCC determined that the cogts of transporting and

terminating traffic could vary depending on whether tandem switching isinvolved.®

Twenty-Fifth Supplementa Order; Order Granting In Part and Denying In Part Petitions
for Reconsideration of Workshop One Fina Order, The Investigation Into

U SWEST Communication's Inc.'s Compliance with Section 271 of the
Telecommunications Act of 1996; U SWEST Communications, Inc.'s Satement of
Generally Available Terms Pursuant to Section 252(f) of the Telecommunications
Act, Dkt. Nos. UT-003022, UT-003040, 11 15-19 (Feb. 8, 2002) ("25th
Supplemental Order™).

First Report and Order, Implementation of Local Competition Provisions of the
Telecommunications Act of 1996, CC Docket No. 96-98, 95-185, 11 FCC Rcd
15499 11090 (1996) ("Local Competition Order™).
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Accordingly, the FCC stated that state commissions could adopt different rates for
tandem- switched traffic to reflect the additiona costs associated with tandem switching.

In the Local Competition Order at paragraph 1090, the FCC said:

We find that the "additiona cogts' incurred by a LEC when trangporting and
terminating a call thet originated on a competing carrier's network are likely to
vary depending on whether tandem switching isinvolved. We, therefore,
conclude that states may establish transport and termination ratesin the
arbitration process that vary according to whether the traffic is routed through a
tandem switch or directly to the end-office switch. In such event, dates shall
aso consder whether new technologies (e.g., fiber ring or wireless networks)
perform functions smilar to those performed by an incumbent LEC's tandem
switch and thus, whether some or dl cdls terminating on the new entrant's
network should be priced the same as the sum of trangport and termination via
the incumbent LEC's tandem switch. Where the interconnecting carrier's switch
serves a geographic area comparable to that served by the incumbent LEC's
tandem switch, the gppropriate proxy for the interconnecting carrier's additional
cogsisthe LEC tandem interconnection rate.

Rule 51.711(a)(3) of the FCC rules’ provides that:

Where the switch of acarrier other than an incumbent LEC serves a geographic
area comparable to the area served by the incumbent LEC's tandem switch, the
gppropriate rate for the carrier other than an incumbent LEC is the incumbent
LEC's tandem interconnection rate.

ISQWEST'SPROPOSED DEFINITION CONSISTENT WITH FCC RULES?
Yes. Qwest incorporates the FCC's requirements in its proposed definition. In fact,
Qwest's proposed definition of a"Tandem Office Switch" tracks Rule 51.711(a)(3).

ISAT& T'SPROPOSED DEFINITION CONSISTENT WITH THESE RULES?

47 C.F.R §51.711(3)(3).
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No. AT&T'sposition isthat its switch need only be "capable of serving' a comparable
geographic area as Qwest's Tandem Office switch for the AT& T switch to be considered
atandem switch for purposes of collecting tandem switching compensation. AT&T's
"cgpable of serving" language is inconsstent with the plain language of 47 C.F.R.

8§ 51.711(a)(3). Therule providesthat a CLEC's switch will qudify as atandem switch,
"[w]here the switch of a carrier other than an incumbent LEC serves a geographic area
...." Therule does not sate that a CLEC is entitled to tandem compensation solely

because its switch 'is capable of serving ageographicarea. . . ."

ISAT&T'SPROPOSED DEFINITION CONSISTENT WITH PRIOR
COMMISSION DETERMINATIONS?
No. In the 25" Supplemental Order at paragraph 19, the WUTC advised:

Given these decisons by the FCC and the Ninth Circuit, we concur with AT& T
and WorldCom that Qwest must modify SGAT section 7.3.4.2.1 to reflect that a
terminating party need only demondirate that its switch serves a geographic area
comparable to that of Qwest's tandem switch to receive the tandem switching
rate and tandem transmission rate in addition to the end office termination rate.
Qwest must aso modify SGAT section 4.1.1.2 to delete the word "actualy.”

In early 2002 Qwest made these revisons to the SGAT, and this language remains in the
SGAT today.

ISAT& T'SLANGUAGE CONSISTENT WITH THE ACT'SPOLICY
OBJECTIVES?

No. AT&T'sproposa that a CLEC switch merely be "capable of serving” acomparable
geographic areais less specific contract terminology than whether aswitchis"serving” a
comparablearea. Any CLEC could claim that its switch is "cgpabl€e’ of serving a
comparable geographic area as Qwest's tandem since, technically spesking, any
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manufacturer's switch can be programmed to complete calls from many NXXs. Under
AT& T's expansve definition, therefore, a CLEC could claim its switch is "cgpable’ of
serving a comparable geographic area even if the CLEC is actudly serving no comparable

area.

Adopting AT& T's language also would send the wrong message to CLECs and provide
no incentive to CLECs to congtruct or even to lease @ TELRIC the necessary facilitiesto
serve awide base of customers or to complete calls across the geographic area served by
the Qwest tandem. Rule 47 C.F.R. 8§ 51.711(a)(3) is designed to compensate a CLEC

for the facilities it needs to serve dispersed customers.

Based upon a spreadsheet AT& T provided to Qwest, attached as Exhibit TRF-3, |
believe that AT& T contends that if its switch had been assigned NXXs by the number
plan adminigtrator from many ILEC rate centers, regardless of whether AT& T provides
telecommuni cations service to subscribers working and living in those areas, then Qwest
should pay the tandem interconnection rate for dl calls terminated by that switch. Likeits
"virtua" NXX position, discussed in connection with Issue 5, AT& T's proposa
encourages CLECs to acquire and retain precious industry numbering resources smply to
qualify their switches for compensation at higher rates. Under AT& T's combined
definitions under Issues 3 and 5, CLECs could obtain NXXs without any intent to use the
numbers to provide service to customers who live and work in the geographic areas from
which the NXXswere assigned. AT&T's proposed language would dlow CLECsto be
compensated at a higher tandem interconnection rate for terminating cals over short loops
when the originating carrier trangported the cal over much longer distances. The
Commission should not encourage this "virtua NXX" (or VNXX) scheme, which is
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discussed in connection with Issue 5.2 If both carriers trangport the call over longer
distances to accommodate a CLEC's single point per LATA interconnection, the call is
truly locdl in nature and Qwest pays the tandem rate to the CLEC.

By establishing exception criteriafor classfying a CLEC switch as a tandem switch for
intercarrier compensation purposes, the FCC did not intend every CLEC switch to
receive tandem treatment. 1f the FCC had intended this result, it smply would have
deemed al CLEC switchesto be tandems. AT&T's proposed standard is overly broad
and would render Rule 51.711(a)(3), an exception to the generd requirementsin Rule

51.711, meaningless.

ARE THERE ADDITIONAL REASONSFOR REJECTING AT&T'S
PROPOSED TANDEM SWITCH DEFINITION?

Yes. Qwest assesses charges for tandem switching and tandem transmission only when
Qwest actudly routes the terminating call through the tandem switch and carries the cdl to
aspecified end office® Approximeately one fourth of al interconnection traffic sent by a
CLEC is subject to Qwest tandem switching charges. By contradt, all of the calls that
Qwest sendsto a CLEC are subject to the higher charge once the CLEC's switch has
been classified atandem. Qwest does not dispute this. During July 2003, Qwest sent 1.8
billion minutes of calsto Washington CLECs on locd interconnection trunks. During the
same period, Qwest received 300 million minutes from Washington CLECs. Qwest bills

Exhibit TRF-4 is a description and discussion of the harms of virtuad NXX and a
methodology for identifying virtua NXX traffic.

Agreement § 7.3.4.2.1.
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CLECsasmdl fraction of what CLECs now collect from Qwest.® AT&T'sproposasin
all cases seek to cregte greater imbalance of compensation. Moreover, even if the traffic
imbalance between AT& T and Qwest is different or less than the imba ance statewide,
AT&T's proposed contract termswould Hill have the effect of increasing that imbaance.
Because other Washington CLECs will undoubtedly opt into the AT& T agreement, the

gatewide imbaance will surdly increase aswell.

The additional compensation that AT& T now seeks should be limited to the circumstance
described in the existing language of the Washington SGAT. The Commission gpproved
Qwedt's current SGAT language in the Washington 271 proceedings. To receive tandem
switching compensation, a CLEC should serve customers located across abroad area. A
CLEC should not collect grester compensation on dl cals from the moment the parties

execute their interconnection agreement or Smply are assgned NXXs.

AT&T HASCITED THE WIRELINE COMPETITION BUREAU'S DECISION
IN THE VERIZON VIRGINIA ARBITRATION ORDER IN SUPPORT OF
ITSLANGUAGE. SHOULD THISCOMMISSION FOLLOW THAT
ARBITRATION DECISION?

No. Qwest was not a party to that arbitration and did not present the evidence or
arguments it presents here. Also, this Commission does not have the benefit of dl the
evidence presented in that arbitration so that it can weigh whether it agrees with that
arbitrator'sandysis. Findly, this Commisson hasits own policies and has addressed in

previous proceedings what standard should apply to determining whether a CLEC switch

10

In the past year Qwest billed Washington CLECs gpproximately $2 million while paying
approximately $11 million in loca interconnection reciproca compensation.
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should be treated as atandem switch. Washington decisions, not those from an
arbitration between different carriersin a different sate, should inform the Commission in
this proceeding.

Definition of Exchange Service (Issue5).

WHAT ISQWEST'SPROPOSED DEFINITION OF "EXCHANGE
SERVICE"?

Qwest proposes that the parties define "Exchange Service' in Section 4 of their agreement
asfollows

"Exchange Service' or "Extended Area Service (EAS)/Locd Treffic"
means traffic that is originated and terminated within the same Locd
Cdling Area as determined for Qwest by the Commission.

WHAT ISAT&T'SPROPOSED DEFINITION OF "EXCHANGE SERVICE"?
AT&T proposes the following definition of "Exchange Service™

"Exchange Service" or "Extended Area Service (EAS)/Loca Treffic"
means traffic that is originated and terminated within the same Locdl
Cadling Area as determined by the caling and caled NPA/NXXs.

ISQWEST'S PROPOSED DEFINITION OF "EXCHANGE SERVICE"
CONSISTENT WITH THE DEFINITION IN QWEST'SWASHINGTON
SGAT?

Yes. Qwest's definition is the same as the definition of "Exchange Service' in Qwedt's
SGAT.

DID ANY CARRIER IN THE WASHINGTON 271 PROCEEDING OPPOSE
THISDEFINITION?
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No.

DID ANY CARRIER IN THE WASHINGTON 271 PROCEEDING CONTEND
THAT QWEST'SDEFINITION REQUIRED CHANGES TO THE MEANSBY
WHICH CARRIERS CURRENTLY IDENTIFY TOLL AND LOCAL
TRAFFIC?

No.

ISQWEST'S PROPOSED DEFINITION OF "EXCHANGE SERVICE"
CONSISTENT WITH COMMISSION RULES?

Yes. Qwest'slanguage references the areas established by the Commission within which
LEC's must permit retail customers to complete an unlimited number of calsfor oneflat
monthly charge. None of the Commission's rules defines an exchange on the basis of the
NPA/NXX assgned to a particular call; rather, the Commission's rules define an
exchange as a specific geographic area™ An exchange area consists of the associated
facilities of one or more wire centers used to provide basic loca exchange service. Calls
within an exchange areaarelocd cdls. A locd caling areais the geographic area
approved by the Commission as acommunity of interest in which customers may make
cdlswithout payment of atall charge. In the Commisson'srules, aloca cdling areaiis
defined on the basis of specific rate centers.” In addition, the Commission defines
"Interexchange’ as "telephone cdls, traffic facilities or other items that originate in one

11

12

WAC 480-120-021 (""Exchange means a geographic area established by a company
for telecommunications service in that ared’).

Id. ("Locd caling ared means one or more rate centers within which a customer can
place cdls without incurring long-distance (toll) charges’).
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exchange and terminate in another.™

HOW DOES QWEST DEFINE LOCAL EXCHANGE SERVICEINITS
WASHINGTON TARIFF?

Section 2.1 of Qwest's Exchange and Network Services Tariff, WN U-40, definesan
"exchange" as a " pecified geographic area established for the furnishing of communication
sarvice. It may consst of one or more centrd offices together with associated plant used
in furnishing service within that area” That tariff section definesaloca exchange' asthe
"[€]xchange in which the customer's premisesislocated.” "Loca service' isdefined in
Section 2.1 of the tariff as"[€]xchange access service furnished between customer's
premises located within the same locd cdling area™ A "locd service ared’ isthe "area
within which exchange access service is furnished under specific rates. This areamay
indude one or more exchanges without the application of tall charges.” "Toll service' is
defined in Section 2.1 as "'[t]eephone service between exchanges or locations for which a
toll rateis charged.”

Section 5.1.1 of Tariff WN U-40, the description of "Exchange Services,” defines"loca
cdling" as "cdls placed to telephone numbers where message toll charges do not apply.
Thisincludes cdls placed within an exchange as well as between two or more exchanges
that are part of thelocd cdling area. . . ."

ISAT&T'SPROPOSED DEFINITION OF "EXCHANGE SERVICE"
CONSISTENT WITH WASHINGTON RULES?
No. AT&T cdamsthat alocd cal should be defined by whether the NPA/NXX of the

13

Id.
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cdled and cdling party match, regardiess of the parties physical location. Thus, under
AT& T'sdefinition, acal that originatesin Y akima and terminates in Spokane would be
consdered aloca cal even though the caled and calling parties are located 200 miles
from each other. AT& T's definition divorces classification of a cal from the geographic
areawithin which the call ismade. In addition, under AT& T's definition, acal that under
Washington law is"Interexchange" traffic would be rated as loca because it would be
irrelevant that the call crosses the geographic boundaries of many jurisdictions so long as
the NPA/NXXsmatched. To enable AT& T's definition, Commission rules would need
to be changed.

DOESAT&T DEFINE EXCHANGE SERVICESIN ITSWASHINGTON
PRICE LIST OR TARIFF?

Yes.

ISAT& T'SPROPOSED DEFINITION OF "EXCHANGE SERVICE" FOR
THE PARTIES INTERCONNECTION AGREEMENT CONSISTENT WITH
AT&T'SWASHINGTON PRICE LIST OR TARIFF?

No, itisnot. The Prliminary Statement, Definitions, Rules and Regulaions and
Schedulesin the Price Ligt of AT& T Communications of the Pacific Northwest, Inc.** and
the schedulesin that Price List for local exchange services dign with Qwest's proposed
definition, not AT&T's.

HOW DOESAT& T DEFINE LOCAL EXCHANGE SERVICEINITS

14

AT&T Communications of the Pacific Northwest, Inc. Price List for Washington,
Prdiminary Statement, page 4 (emphasis added) ("AT& T WA Price Ligt").
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WASHINGTON PRICE LIST OR TARIFF?

Inthe Prdiminary Statement, AT& T's Price List describes local service asa sarvice
"offered to customerswithin a Local Calling Area for the transmission of voice or data
communications” In the Definitions section of the AT& T WA Price List, AT&T defines
an"exchange' asthe "teephone system, including plant and equipment, by which loca
exchange carrier service isfurnished to customers within a defined area, and by which,
long distance and other services are furnished.™ Schedule 16 of the AT& T WA Price
List relatesto AT& T's Loca Exchange Services. According to Section 1.1.1 of
Schedule 16, AT& T'sloca exchange services "are furnished for the use of end-usersin
placing and/or receiving loca telephone calswithin the Local Service area.™® Section
2.1.1 of Schedule 16, part of Schedule 16's General Regulations, states that local
exchange services "condg s of furnishing one-way or two-way communication to or from
a demar cation point on the Customer's premises and another demarcation point

within a Local Service Area as specified in Section 3 of this price list.™’

Section 2.11 of Schedule 16 defines various termsin the schedule. An exchange arealis

defined by AT&T asfollows:

An Exchange Areaiis the geographical area served by a Rate Center.

15

16

17

Id., Definitions, page 7 (emphasis added).
Id., Schedule 16, § 1.1.1 (emphasis added).

Id., § 2.1.1 (emphasis added).
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The Company concursin the Incumbent Loca Exchange Carriers exchange
areas and exchange maps listed in their respective Loca Exchange Tariffswhich
areonfile®

This same section of Schedule 16 definesthe "Loca Sarvice Ared' as:

the region, comprised of one or mor [sic] complete Exchange Area(s), within
which a Customer can cal another gtation at the rates and charges as specified in
thispricelig.

Lagtly, Section 3 of Schedule 16 defines Service Areas asfollows:

3.1.1. Generd

An exchange serves a particular geographica areathat the Company designates
within the boundaries of Washington for the purpose of providing loca exchange
savicefor that areain which it is furnished.

3.1.2. AT&T Digita Link Loca Service Area

The AT&T Digitd Link Loca Service Areais comprised of one or more
Exchange Area(s) that: (1) have a Rate Center within 0-18 miles or 0-30 miles
as specified in this price ligt, of the Customer's rate Center withinthe LATA
within the State of Washington, or (2) are outside the Customer's LATA or
outside the State of Washington, but within the Customer'sloca caling areaas
defined by the Incumbent Loca Exchange Carrier.

3.1.3. AT&T Commercid Sarvices Loca Service Area

The AT& T Commercid Services Locd Serving Area (excluding AT&T Digitd
Link Locd service) is comprised of one or more Exchange Arex(s) that have a
Rate Center within 30 miles of the Customer's Rate center within the LATA.

ISQWEST'SPROPOSED EXCHANGE SERVICE DEFINITION

Id., § 2.11.
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CONSISTENT WITH THE DEFINITIONSIN THE COMMUNICATIONS
ACT OF 1934, ASAMENDED BY THE 1996 ACT?
Yes. The Act defines "exchange access" "telgphone exchange service'" and "telephone

toll sarvice' asfaollows

The term "exchange access' means the offering of access to telephone
exchange services or fadlities for the purpose of the origination or termination
of telephone toll services.

The term "telephone exchange service" means (A) service within a telephone
exchange, or within a connected system of telephone exchanges within the
same exchange area operated to furnish to subscribers intercommunicating
sarvice of the character ordinarily furnished by a single exchange, or (B)
compar able service provided through a system of switches, transmisson
equipment, or other facilities (or acombination thereof) by which a subscriber
can originate and terminate a telecommunications service.™

The term "telephone toll service' means telephone sarvice between stationsin
different exchange areas for which there is made a separate charge not
included in contracts with subscribers for exchange services”

Under the Act, therefore, telephone exchange service is a service that enables a particular
subscriber to originate and terminate calls within alimited geography. Telephonetall
sarvice, in contrast, applies when a customer places a call to a station located beyond the

caling area covered by a LEC's exchange service. Such cdls are subject to additional

19

20

47 U.S.C. § 153(47) (emphasis added).

47 U.S.C. § 153(48) (emphasis added).
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charges designed to compensate the toll provider or exchange access providers for

carrying cals over what could be considerable distances.

ISQWEST'S PROPOSED DEFINITION OF EXCHANGE SERVICE
CONSISTENT WITH FCC RULES?

Yes. The FCC recognizes and has preserved the state's role in defining loca calling
aress. For example, inthe Local Competition Order, the FCC held that except for
traffic to or from a CMRS network, "state commissons have the authority to determine
what geographic areas should be considered 'locd areas for the purpose of applying
reciprocal compensation obligations under section 251(b)(5), consstent with the state
commissons historica practice of defining loca service areas for wirdline LECs. Traffic
originating or terminating outside of the gpplicable locad areawould be subject to interstate
and intrastate access charges.™ The FCC further recognized that as alegd matter,
transport and termination of loca traffic is different from exchange access service. The
FCC dated that "[t]he Act preserves the legal distinctions between charges for transport
and termination of locd traffic and interstate and intrastate charges for terminating long-

distance treffic."®

AT&T CLAIMSTHAT THE FCC'SISP REMAND ORDER CHANGED THIS
BODY OF LAW. DO YOU AGREE?

No. ThelSP Remand Order intended no change to thisregime. The ISP Remand
Order addressed the proper rate and treatment of traffic bound for 1SPslocated in the

21

22

Local Competition Order 1] 1035 (emphasis added).

Id. 11033.
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same locd caling areaasthe caling party. The FCC did not convert intraLATA toll
traffic into traffic subject to reciprocal compensation, as AT& T contends. Had the FCC
intended to take away the states ability to define local cdling areas and what condtitutes
anintraLATA tall cdl, it would have done so explicitly. In fact, the FCC recognized that
Section 251(b)(5) does not apply to intraLATA tall calls® Thus, this Commisson's
definitions of locd caling areas and loca exchange service continue to govern the proper

definition for the parties agreement.

WHAT ISVIRTUAL NXX OR VNXX?

Exhibit TRF-4 attached hereto discusses and describes Virtual NXX or VNXX.*
VNXX is an arrangement that provides the functiondity of 8XX service, but for no extra
charge. This scheme requires the assgnment of a"virtud™ NXX. The NXX islabeled
"virtua" because the NXX isassgned a Vertica and Horizontal coordinate in the calling
party's locd caling areq, rather than the called party'slocdl caling area. In other words,
the "virtua" NXX does not provide loca exchange servicein theloca cdling areato
whichitisassgned. AT&T's proposed definition implicates and endorses VNXX

23

24

ISP Remand Order at n.66 ("In this regard, we again conclude that it is reasonable to
interpret section 251(b)(5) to exclude traffic subject to pardld intrastate access
regulations, because "it would be incongruous to conclude that Congress was
concerned about the effects of potentia disruption to the interstate access charge
system, but had no such concerns about the effects on andogous intrastate
mechanisms’) (citing Local Competition Order).

CLECs have actively promoted VNXX to their customers as a means to avoid access
charges. E.g. www.udec.comVNXX is"Locd Toll-Free Service" Per
www.focd.com/prod serv/imulti_exchangehtml VNXX is"Multi- Exchange Service'.
Per www.twtelecom.com VNXX isa"Multi-Location Solution.” Per
www.pacwest.com/ispsisps/services.cfm#isdn VN XX PacWest can provide its
customers numbers from al ILEC rate centers.
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because AT& T would mandate thet the parties classfy acal as"locd" soldy on the basis
of the originating and terminating parties NPA/NXXs rather than on the basis of where
the cal originates and terminates. This scheme, if the Commission were to adopt AT&T's
proposed definition, would convert toll calsto loca calls so that the cost- causer receives
the equivaent of toll-free service, but a no cost and with the additiond benefit of the
CLEC being able to charge the originating carrier.

WHAT IMPACT DOESAT&T'SLANGUAGE HAVE ON QWEST?

The specific impact on Qwest and other carriersis difficult to quantify in this two-party
arbitration. AT&T in other proceedings has acknowledged that it has not andyzed the
impact of its proposed definition on Qwest or other loca exchange carriers. Althoughiitis
difficult to quantify dl the potentia problemswith AT& T's position, | will discuss many of
them.

Fainly, AT&T's definition deprives Qwest of revenues to which Qwest would be
otherwise entitled for the trangport it provided. Eventhough AT& T tariffed its own locd
cdling areasfor retail purposes the same as Qwest's local caling aress, through its
proposed definition of "Exchange Service" AT& T redefines Qwest's locd calling aress.
Under AT& T's proposal, so long as the NPA-NXX of the cdls"match,” acdl froma
Qwest customer to an AT& T customer physicaly located in another exchange (or
another state) would be rated as alocd, non-toll charge, even if Qwest would otherwise

be bound to charge its customer toll charges under Qwest's tariffs.

Inatypica VNXX arangement, a CLEC's switch islocated in a centrdized, metropolitan
area. The CLEC usng VNXX offersits end user (typicaly abusiness cusomer) located

in the metropolitan areathe choice of one or many telephone numbers each listed in the
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locd directory of adistant city. Cdlersin the digtant city then did the businesss"locd"
telephone number. The ILEC is compelled to trangport this cal from its point of
origination to the CLEC's switch when the CLEC dectsto receive dl locdly-dided cals
there. When the CLEC receives the call that the ILEC has transported over considerable
distance, the ILEC expects the CLEC to complete the cdl by carrying it over a
comparable distance back near the point of cdl origination. Thisis true because the call
was not dided with a"1" asthefirg digit, thereby indicating that the endpoints of the call
appear near each other. Although this cal would, under AT& T's language, berated asa
"locd” cdl, Qwest must trangport the call from the rurd areato the metropolitan area
(where the Qwest tandem is located) and hand the cdll off to AT& T who terminates the
cdl to the cdled party (or, in the case of Internet-bound traffic, rlaysthe cdl to an 1SP),
who is located in the metropolitan area (Snce this may be the extent of the CLEC
network). In this example, Qwest (i) receives no toll revenue from any party, (ii) incurs
the cost of trangporting this inter-exchange cal, (iii) is billed reciproca compensation by
AT&T onthe basisthat thecal isa"locd” cdl; and (iv) AT&T hillsthe cal to Qwest a

the higher tandem interconnection rate, not the end office rate.

AT&T's proposed definition discriminates againgt other carriers. For example, athough
AT&T would have the ability to redefine locd cdling areas on a cusomer-by-customer
basis under its proposed definition, other carriers, such as those who do not have single
point of interconnection inaLATA, may not have thet flexibility. Furthermore, whereasa
cdl toan AT&T VNXX customer would not be subject to access charges, asmilarly-
routed cal involving an interexchange carrier would be and so IXCs are dso impacted by
AT&T's proposal.
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AT&T HASCLAIMED THAT QWEST'SEXCHANGE SERVICE
DEFINITION WOULD REQUIRE "MASSIVE" CHANGESIN THE WAY
CALLSARE CURRENTLY RATED TODAY. DO YOU AGREE?

No. Qwest's proposed definition reflects the status quo. AT& T seeks new language. To
my knowledge, Qwest's proposed definition, or its equivaent, is now, and for six years
has been, in every interconnection agreement that Qwest has entered into with any local
carier in any of itsILEC dates. Qwedt's definition fits squarely within the Washington
Commissoris long-standing definitions of loca exchange service. AT& T's does not.
Qwedt's definition dso is condstent with itstariff. AT&T'sisnot. AT& T acknowledged
in the Minnesota arbitration that NPA-NX X s are assigned today on the basis of a
presumption that they will be used to provide loca exchange service to customers located
in the rate centers to which the numbers are assigned. Exhibit TRF-4 also discussesthis
indugtry presumption. 1tisAT&T that suggests upending industry practice and assigning
NPA-NXXswithout regard to geographic location of rate centers. No "mgjor” system
changes are necessary. Exhibit TRF-4 presents a workable methodology for the
identification of "VNXX" traffic. This methodology spots egregious carriers of VNXX
traffic and not the individual VNXX cdl. Qwest's status quo proposa does not require
the parties to make complicated or expensive systems changes. This methodology alows
that the regulator will decideif carriers are properly routing traffic and what remedy
should be associated with intentiona improper cal routing. AT& T's proposed definition
of Exchange Service takes control away from the regulator. Qwest lives by the same

framework it proposesfor dl cariers.

AT&T HASALSO CLAIMED THAT ITS"VIRTUAL" NXX "SERVICE IS
THE SAME ASTHE TARIFFED FX SERVICE QWEST OFFERS. DO YOU
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AGREE?

No. AT&T has been clear that it providesaVNXX asaloca service option at no
chargeto its customers. Qwest, however, does not offer FX serviceto itsretall
customers under the same rates, terms, and conditions as Qwest basic loca exchange
sarvice. Asthe cost causer, the Qwest customer purchasing FX service pays Qwest at
an interexchange rate for the calls it receives. By contrast, AT& T VNXX customers
assume the originating caler should pay. Unlikethe AT&T VNXX customer, the Qwest
FX customer pays a premium for the privilege of establishing alocal number in adigtant
cdling area and for having Qwest transport cals between the digtant calling areas. While
the cdling party avoids having to pay atoll charge for cdling the number associated with
an FX ling, the called party absorbsthat cost. Under AT& T's proposed definition,
however, Qwest would receive no compensation from AT& T to carry the cal to adistant
AT&T customer. Ingtead, under AT& T's proposed definition, Qwest must pay AT& T a
the higher tandem interconnection rate for trangporting the terminating cal over ashort
digance. Thus, whilean FX cal shiftsthe cogts of thetoll call to the cdled party, a
VNXX cdl shiftsthe codt to adifferent carrier. Furthermore, an FX cdl is returned to the
originating loca cdling area by the terminating carrier. InaVNXX cdl, however, the

terminating carrier does not return the cdl to the originating local caling area.

AT&T HASCITED THE WIRELINE COMPETITION BUREAU'S DECISION
INTHE ARBITRATION PROCEEDING INVOLVING VERIZON AND
SEVERAL CLECSFOR THE STATE OF VIRGINIA IN SUPPORT OF ITS
VIRTUAL NXX PROPOSAL. SHOULD THISCOMMISSION FOLLOW
THAT DECISION?

No, it should not. This Commission in the past has not felt bound by the determinations of
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other state commissions. In thisingance, it is particularly inappropriate to follow that
order. Thearbitrator in the Verizon Virginiaarbitration did not consder Washington
gatutes, Washington rules or prior WUTC decisons, nor did it evaluate the evidence that
Qwedt is presenting in this arbitration. Therefore, that arbitration decision has no bearing

on whether Washington law would permit AT& T's definition.

Based upon the cursory discussion in the WCB's decision, | do not believe the WCB fully
consdered the implications of the CLECs position on virtua NXX. My testimony
discusses those implications at length. Severa state commissions declined to follow the
WCB decison onthisissue. | discussafew of those casesbelow. | urgethis
Commission to follow the example of these state commissions and give the WCB decision

little weight.

ARE YOU AWARE OF HOW OTHER STATE COMMISSIONSHAVE
ADDRESSED VIRTUAL NXX ISSUES?

Many state commissions have congdered virtua NXX traffic, and | am familiar with some
of those decisons. | will only discuss afew examples of those decisions here for the

Commission's benefit.

PLEASE SUMMARIZE THOSE EXAMPLES.

Certainly. Inan arbitration between Globa Naps and Verizon, the Massachusetts
Department of Telecommunications and Energy ("DTE") addressed virtud NXX traffic.
In the arbitration, Globa Naps claimed that it should be permitted to offer "LATA-wide
cdling” and, dso, that it should be permitted to assgn its customers NXXsthat were

homed to central offices outside the locdl cdling area where the customer resided.® The

25

Opinion, Petition of Global NAPs, Inc. pursuant to Section 252(b) of the
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DTE rgected both of Globa Naps positions® The DTE regected GNAPS clam thet its
VNXX service was indistinguishable from Verizon's FX service. The DTE Sated that
"FX sarvice does not dter the traditiona definitions of loca and tall, it merdy shifts
responsibility for paying the toll charge to the called party.® The DTE aso declined to
follow the WCB decison in the Verizon Virginia Arbitration Order because that order
"was based upon the narrow ground that there was no technically feasible manner of
determining the geographic end pointsof acdl . . . ," but Verizon had since developed a
means of identifying such cdls®

Findly, the DTE aso determined that the implications and consequences of permitting
virtud NXX traffic were potentidly far-reaching and are inappropriately raised in atwo-
party arbitration.”

In arbitration between US LEC and Verizon, the South Carolina commission refused to
apply reciproca compensation to VNXX cals* The South Carolina Commisson dso

26

27

28

29

30

Telecommunications Act of 1996, for arbitration to establish an interconnection
agreement with Verizon New England, Inc. d/b/a Verizon Massachusetts f/k/a New
England Tel. & Tel. Co. d/b/a Bell Atlantic Massachusetts D.T.E. 02-45, 2002
Mass. PUC LEXIS 65 (Mass. DTE Dec. 12, 2002) ("GNAPs Massachusetts').

GNAPs Massachusetts, 2002 Mass. PUC LEXIS 65 at * 36-41 (rgecting GNAPs
"LATA-wide cdling" proposd) and *50-57 (regjecting GNAPs VNXX proposal).

Id. at *52.
Id. at *58.
Id. at *55.

Order No. 2002-619, Petition of USLEC of South Carolina for Arbitration of an
Inter connection Agreement with Verizon South, Inc., Dkt. No. 2002-181-C, 2002
S.C. PUC LEXIS 10 (S.C. PUC Aug. 30, 2002) ("USLEC South Carolina"). The
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declined to follow the Verizon Virginia Arbitration Order. According to that Sate
commission, the WCB "never addressed the basic question whether Virtud FX trafficis
subject to reciprocal compensation under federa law. Instead, the Bureau smply
suggested thet, in the absence of a concrete proposd for distinguishing Virtua FX traffic
from locd traffic for billing purposes, the parties would not be compelled to give effect to
that digtinction, irrespective of the requirements of federd law."™ The South Carolina
commission sated that the WCB's "failure to respect the limitations of Verizon's
reciproca compensation obligations was both inconsistent with federd law and

unsupported on therecord . . . "™

The South Carolina commission determined that even if federd law did not support its
decision, it would rgject US LEC's proposa. The commission noted it was not illegd to
sructure calls so that the caling party does not incur toll charges "so long as US LEC
compensates Verizon gppropriaey for the service Verizon continues to provide”" The

commission aso sad, however, that it would be

deeply inconsistent with regulatory policy and basic farnessto require Verizon
to pay US LEC, when Verizon continues to bear the same codts of originating
the interexchange call, when Verizon is deprived of the toll charges that would

31

32

South Carolina commission aso rejected gpplying reciproca compensation to VNXX
traffic in an arbitration between Adelphiaand Verizon. Order No. 2001-045, Petition
of Adelphia Business Solutions of South Carolina, Inc. for Arbitration of an
Interconnection Agreement with Bell South Telecommunications, Inc. Pursuant to
Section 252(b) of the Communications Act of 1934, as Amended by the
Telecommunications Act of 1996, Dkt. No. 2000-516-C, 2001 S.C. LEXIS 8 (S.C.
PUC Jan. 16, 2001) ("Adelphia South Carolina®).

Id. at *38.

Id.
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ordinarily apply, and when US LEC is dready receiving compensation from its
customers. USLEC's proposal thus amounts to an extraordinarily clear
example of attempted regulatory arbitrage —that is, a situation in which
USLEC will earn revenues (both fromits subscribers and from Verizon)
while Verizon is forced to bear the bulk of the real costs of providing the
service and is deprived of toll revenues to boot.*

WHAT ISYOUR RECOMMENDATION TO THE COMMISSION ON THIS
| SSUE?
The Commission should adopt Qwest's proposed definition of "Exchange Service."

Including Internet-Bound Traffic in the Relative Use Calculation (Issue 17).

PLEASE DESCRIBE THE DISPUTE RELATING TO ISSUE 17.

Issue 17 involves two disagreements. Thefirg is whether arelative use factor should
apply to dedicated™ interconnection facilities that are used to carry non-locd, nor+
telecommunications traffic bound for the Internet in the same way the factor gppliesto
local traffic mutualy exchanged between the parties. AT& T seeksto include Internet-
bound traffic in the reative use caculations for direct trunk transport and entrance
facilities. Qwest opposes this requirement as incongstent with governing law and sound
public policy. The second disagreement isover AT& T'simproper suggestion that a
relative use factor should be gpplied not only to TEL RIC-based dedicated transport, but
aso to a"comparable facility providing equivadent functiondity.” This phrase could
wrongly sanction the ratcheting of a circuit purchased from afederd tariff. AT&T's

33

Id. at *40-41 (underline shows emphasisin origind; itaicized emphasisis added).

Originating common transport is supplied by Qwest to the CLEC at no charge to the
CLEC.
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proposalsin this proceeding raise concerns that support rejecting AT& T's proposed
language.

REGARDING THE FIRST DISAGREEMENT, ISQWEST'SPOSITION
CONSISTENT WITH THE ACT AND FCC RULES?

Yes. Qwedt'slanguage on relative use is consstent with the Act and FCC rulings relating
to treatment of Internet-bound traffic. Qwest's interconnection rights and obligations are
defined in Sections 251(a)(1) and 251(c)(2) of the Act. Section 251(a)(1) imposes on
Qwest and other incumbent LECs the duty "to interconnect directly or indirectly with the
facilities and equipment of other telecommunications carriers,” and Section 251(c)(2)
explainsthat this obligation includes providing interconnection “for the transmission and
routing of telephone exchange service and exchange access.” Thereisacritica
relationship between this obligation and Section 252(d)(2), the Act's cost recovery
provison. Indeed, in defining the ILECS cost recovery rights, Section 252(d)(2)
expressly refers to the obligation of state commissionsto establish "just and reasonable’
rates "for the interconnection of facilities and equipment for purposes of subsection

(©)(2) of section 251."

ISINTERNET-BOUND TRAFFIC INCLUDED WITHIN THE FCC'S
RECIPROCAL COMPENSATION RULES?

No. Inthe|SP Remand Order and subsequent FCC 271 Orders the FCC ruled that
Internet traffic is not subject to the reciproca compensation obligations imposed by
Section 251(b)(5) of the Act.* AT& T's argument that it should obtain dedicated

35

36

47 U.S.C. § 252(d)(2) (emphasis added).

See, e.g., Memorandum Opinion and Order, Application by Verizon New Jersey Inc.,
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trangport for free rests on FCC Rule 51.703(b), areciproca compensation rule
promulgated pursuant to Section 251(b)(5) which appears under the title "Reciproca
compensation obligations of LECs." Under the FCC orders reating to thisissue, Rule
51.703(b) does not apply to Internet traffic.

WHICH PARTIES LANGUAGE ISPREFERABLE ASA MATTER OF
PUBLIC POLICY?

Qwedt's language is most congstent with the FCC's public policy pronouncements. The
policies that led the FCC to phase out the payment of intercarrier compensation for
Internet traffic requires the exclusion of Internet traffic from the relaive-use cdculation. In
the ISP Remand Order, the FCC found that the payment of reciproca compensation for
Internet traffic under the Act causes uneconomic subsidies and improperly creates
incentives for CLECs to specidize in serving 1SPs to the exclusion of other customers.™
Specificdly, the FCC ruled that positive reciprocad compensation payments for this traffic:
(1) leads to improper subsidies and uneconomic pricing sgnds, (2) gives CLECs
digtorted incentive to specidize in serving only |SPsto the exclusion of resdential and

37

Bell Atlantic Communications, Inc. for Authorization To Provide In-Region,

Inter LATA Servicesin New Jersey, WC Dkt. No. 02-67, 17 FCC Rcd 12275 160
(2002); Memorandum Opinion and Order, Joint Application of BellSouth
Corporation, Bell South Telecommunications, Inc., and BellSouth Long Distance,
Inc. for Provision of In-Region, InterLATA Servicesin Georgia and Louisiana, CC
Dkt. No. 02-35, 17 FCC Rcd 9018 ] 272 (2002); Memorandum Opinion and Order,
Application of Verizon Pennsylvania Inc., Verizon Long Distance for
Authorization to Provide In-Region, InterLATA Servicesin Pennsylvania, CC Dkt.
No. 01-138, 16 FCC Rcd 17419 119 (2001); Memorandum Opinion and Order,
Application of Verizon New York, Inc., Verizon Long Distance for Authorization
to Provide In-Region, InterLATA Services in Connecticut, CC Dkt. No. 01-100,
16 FCC Rcd 14147 167 (2001).

ISP Remand Order 1 67-76.
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other customers; and (3) improperly ignores the ability of CLECsto collect costs from

thair ISP customers.®

The FCC further found that the market distortions caused by reciprocal compensation
payments "are most gpparent in the case of 1SP-bound traffic due primarily to the one-
way nature of thistraffic, and to the tremendous growth in did- up Internet access since
passage of the 1996 Act." By targeting ISP customers with large volumes of exclusively
incoming traffic, the FCC found, CLECs are able to regp "areciprocal compensation
windfdl."*® The same concernsthat led the FCC to phase out reciprocal compensation
for Internet traffic require excluding Internet traffic from raive use cdculaionsin this
case. Adoption of the AT& T language invites Internet service providersto seek CLEC
status so that they may demand that the ILEC place large one-way interconnection
trunking orders without any corresponding one-way order from the CLEC inkind. Since
the ISP/CLEC has no traffic to send, it may argue it need submit no order. Qwest must
pay for the order it submits, but the CLEC pays nothing since it submitted no order and
no traffic flowsfromit. While AT&T may not seek to operatein this manner, AT&T's
proposa to shift onto Qwest dl the costs of dedicated transport is available via pick-and-
choose contract amendment to al WA CLECs. Theinterconnected carriers should
recover the costs of these facilities from their ISP customers consstent with the principles

the FCC established in the |SP Remand Order.*

38

39

40

41

Id. 11 66-70.
Id. 71 609.
Id. 1 70.

Id. 7 76.
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ISAT&T'SPOSITION CONSISTENT WITH PAST COMMISSION
DETERMINATIONS?

Yesand no. The WUTC approved Qwest's Washington SGAT, which does not include
Internet-bound traffic in the reative use caculations for direct trunk trangport and
entrance facilities and reached asmilar determination in the Washington cost docket. In
contrast, in an arbitration between Qwest and Level 3 Communications, the Commission
determined that Internet-bound traffic should be included in relative use calculaions.

AT& T's pogtion in this arbitration, however, is more objectionable than the Level 3
position.

WHY DO YOU BELIEVE AT&T'SPOSITION IN THISARBITRATION IS
LESS SUSTAINABLE THAN THE POSITION TAKEN BY LEVEL 3?

In Qwest's negotiations with Level 3, Leve 3 did not propose redefining the scope and
nature of loca exchange service. AT&T, in contrast, seeksto re-write akey definitionin
Section 4 and sgnificantly expand the scope of AT& T's rdlative use factor proposal.

Were Qwest required to transport Internet-bound traffic for AT& T under the conditions
AT&T proposes for the parties Washington agreement, Qwest would be required to
supply any number of dedicated trunks from any Qwest tandem to any street address
(over any distance) that the CLEC might name. For example, with AT& T's language, a
CLEC could choose to locate itsdlf in Y akima while requiring Qwest to provison 200
miles of any projected volume (e.g., OC 192) of Qwest-originated Internet-bound traffic
collected on common trunks at the Qwest tandem in Spokane. The CLEC may have little
or no traffic to send to Qwest. With AT& T'slanguage, Qwest should do thison any
schedulethat AT& T prescribed, expecting that Qwest will make a Performance
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Assurance Plan payment if Qwest islate. With AT& T'slanguage, oncein service,
AT& T's nonrecurring and recurring monthly payments for the Qwest-provided Internet-
bound transport would be $0.

This scenario is unreasonably open-ended and not far-fetched given the vast imbaance of
traffic exchanged between Qwest and CLECs in Washington. Adoption of AT&T's
approach here would create greater imba ance and would place greeter financid burden
on an increasingly smaller base of Qwest retail customers, ultimatdly requiring Qwest retall
rate payers to absorb an even higher share of AT& T's costs of serving ISPs.

WHAT ISTHE BASISOF THE SECOND DISAGREEMENT ASSOCIATED
WITH ISSUE 177?

At Sections 7.3.2.2.1 and 7.3.1.1.3.1 of its proposed language, AT& T seeks language
that is unclear and will create future billing disputes. Here, AT& T adds a phrase, "or
other comparable facility providing equivadent functiondity” to the Qwest-proposed
language. AT& T may here seek to lower its exchange access costs. AT& T would have
the parties gpply ardative use factor, a construct associated with Section 251 reciprocal
compensation obligations, to acircuit primarily carrying interexchange traffic subject to
Section 201 of the Act. Facilities purchased out of the FCC tariffs are not subject to
relative use adjusments, or ratcheting of any kind, and this Commission has no authority
to order such adjustments. This Commission reached a Smilar determinetion in the

context of the 271 proceedings.

PLEASE PROVIDE AN EXAMPLE.

For example, AT&T in practice might contend that the "comparable facility providing
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equivaent functiondity" isa DS3 specid access private line transport service procured by
the CLEC from an ILEC federd tariff. Then, AT&T might contend that the ILEC should
apply the rdlative use factor to the full cost of the DS3 if some portion of the DS3
capacity aso supports asmdl quantity of loca cals. This demand would conflict with
Qwedt's FCC tariffs.

COULD AT&T CONTEND THAT THE RELATIVE USE FACTOR SHOULD
APPLY ONLY TO THE FRACTION OF THE TARIFFED PRIVATE LINE
THAT ISASSOCIATED WITH THE EXCHANGE OF LOCAL CALLS?

Yes, AT& T might contend that the rdlative use factor should apply only to the fraction of
the tariffed private line that is associated with the exchange of locd cals, but then AT& T
would be cdling for ratcheting. Ratcheting has at least two problems. Firgt, the WUTC
has determined in the context of the Washington 271 proceedings that ratcheting should
apply only to privete lines procured from the ILEC's intrastate tariff.** AT& T supports no
such regtriction here. The second problem is that the FCC has endorsed commingling,
but prohibited ratcheting in the recently released UNE Triennid Review Order.®

ARE THESE REASONS SUFFICIENT BASISTO REJECT THE AT&T
PROPOSED LANGUAGE AT 7.3.1.1.3.1 AND 7.3.2.2.1?

Y es, the Qwest- proposed version of Sections 7.3.1.1.3.1 and 7.3.2.2.1, which match the
Washington SGAT, should become part of the parties new agreement.

42

43

The carriers have ratcheting language in the proposed agreement at 7.3.1.1.3.

FCC 03-36 at paragraph 580.
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D. Tandem Transmission Compensation (I ssue 18).

Q. WHAT ISQWEST'SPROPOSED LANGUAGE FOR SECTION 7.3.4.1.2?
A. Qwedt's proposed languageis.

For purposes of cal termination, CLEC Switch(es) shall be treated as End
Office Switch(es) unless CLEC's Switch(es) meet the definition of a Tandem
Switch in this Agreement in the Definitions Section. \When a CLEC Switch
meets the definition, the per minute of use call termination is equd to the sum of
(1) the Termination rate as described in Exhibit A of this Agreement and (2) the
Tandem Switched Transport rate.

Q. WHATISAT&T'SPROPOSED LANGUAGE FOR SECTION 7.3.4.1.2?
A. AT&T seeksthefollowing language for Section 7.3.4.1.2:

7.3.4.1.2 For purposes of cdl termination, CLEC Switch(es) shall be trested as
End Office Switch(es) unless CLEC's Switch(es) meet the definition of a
Tandem Switch in this Agreement in the Definitions Section. When aCLEC
Switch meets the definition, the per minute of use cal termination is equd to the
sum of (1) the Termination rate as described in Exhibit A of this Agreement, (2)
the Tandem Switching rate and (3) the Tandem Transmission rate for nine (9)
miles of common trangport.

Q. WHY DOESQWEST OPPOSE AT& T'SLANGUAGE?

A. Firg, 47 C.F.R. 8 51.711(a)(3) does not specify that an incumbent LEC should pay a
CLEC for nine miles of transport (parenthetica three of AT& T'slanguage) in addition to
cdl termination, tandem switching, and the fixed component of tandem transmisson. The
FCC rule provides that where the switch of a carrier other than an incumbent LEC serves
ageographic area comparable to the area served by the incumbent LEC's tandem switch,
the appropriate rate for the carrier other than an incumbent LEC is the incumbent LEC's

tandem interconnection rate.
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Furthermore, AT& T's interpretation of thisrule creates rather than eiminates asymmetry
of intercarrier compensation. Symmetry in this case is accomplished when Qwest pays a
CLEC for switching the cal twice even though it only functionaly switched the cal once.
As gated previoudy, Qwest charges for tandem switching only when acal isfunctiondly
switched there. A smal minority of dl interconnection traffic is subject to the Qwest
tandem charge. In contragt, the FCC rule dlowsthat dl cdls terminated by the CLEC
should be compensated at the tandem interconnection rate once the CLEC's switch has
been shown to serve alarge geography. AT& T's interpretation would alow not only that
al Qwest cdls be subject to two switching plus afixed rate for tandem transmission, but

a so to a distance-sengtive charge even when there is no actua common trangport mileage

involved in terminating the call.

The only time Qwest gpplies an assumed nine mile charge for tandem transmission is for
trangting cals. A trandted call is one that is neither originated nor terminated by Quest.
AT&T seeksto apply the assumed mileage rating to non-trandted cals. AT& T itsdf
terminates these calls. When Qwest terminatesloca cals, Qwest gpplies an actud arline
mileage. If Qwest's tandem and Qwest's end office are in the same building, Qwest rates
tandem transmission a zero-mileage. When AT& T's tandem and end office are in the

same building, AT& T should do the same.

Inclusion of UNE-P Minutesin 3:1 Ratio (Issue 19).

PLEASE DESCRIBE DISPUTED ISSUE 19.
Thisissue involves whether UNE-P originating minutes should be incdluded in the
cdculaion of the 3:1 ratio presumption for determining whether traffic is Internet- bound.

WHAT ISQWEST'SPOSITION ON THIS ISSUE?
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Although Qwest does not agree with AT& T's position, for purposes of this arbitration and
interconnection agreement, Qwest will not contest thisissue. Qwest believes that the
parties shoud move immediady to identifying the volume of Internet-bound traffic based
on actud data, rather than relying on the 3:1 presumption, and expresdy and specificaly
reservesits ability to do so. AT& T does not dispute that Qwest can rebut the
presumption by demongtrating the factua ratio to the Commission. Qwest's proposed
method of identifying Internet-bound traffic is attached as Exhibit TRF-5.

Rating Of No-Calling-Party-Number (" No-CPN") Traffic (Issue 21)

WHAT ISTHE PARTIES DISPUTE RELATING TO ISSUE 21.

Section 7.3.8 of the agreement attempts to address the means for rating calls that lack
the identity of the originating caller. If acdl lacks originating caler identity, (1) retall
cdler identification service fals and, (2) hilling systems cannot discern whether the call is
atrangt or non-trangit or loca versustoll.* This makes cdl rating difficult. Cdlsthat
lack CPN are an industry-wide problem. AT& T seeksto rate these calsin a manner
that improperly placesfinancid responsibility on Qwest and AT& T seeksto increase,

rather than decrease, incentives to initiate no-CPN cdlls.

WHAT ISQWEST'SLANGUAGE PROPOSAL THAT RELATESTO ISSUE
217

Qwedt's current proposal for Section 7.3.8 of the interconnection agreement is identica
to the SGAT. It reads asfollows:

Qwest concurs with AT& T's explanation that callers may elect to suppressthe
forwarding of their number with no risk of creating an intercarrier compensation cdl
rating problem.
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7.3.8 Signaing Parameters: Qwest and CLEC are required to provide
each other the proper sgnding information (e.g., originaing cal party number
and degtination call party number, etc.) to enable each Party to issue billsina
complete and timely fashion. All CCS sgnaing parameters will be provided
including Cdling Party Number (CPN), originating line information (OL1), cdling
party category, charge number, etc. All privacy indicators will be honored. If
CLEC falsto provide CPN (vdid originating information), and cannot
Subgtantiate technical retrictions (i.e., MF signding) such traffic will be billed as
Switched Access. Traffic sent to CLEC without CPN (vadid originating
information) will be handled in the fallowing manner. The trangt provider will be
responsible for only its portion of thistraffic, which will not exceed more than five
percent (5%) of the total Exchange Service (EAS/Local) and Exchange Access
(IntraLATA Toll) traffic ddivered to the other Party. Qwest will provideto
CLEC, upon request, information to demondtrate that Qwest's portion of no-
CPN traffic does not exceed five percent (5%) of the totd traffic delivered.

Because the parties failed to concur on other Qwest- proposed compromise language,

Qwest now defaultsto the gpproved Washington SGAT language.

WHAT ISAT& T'SLANGUAGE PROPOSAL FOR SECTION 7.3.8?
AT&T's counter-proposal for Section 7.3.8 is st forth:

Signaing Parameters. Qwest and CLEC are required to provide each other the
proper sgnding information (e.g., originaing cal party number and destination
cal party number, etc.) to enable each Party to issue billsin a complete and
timely fashion. All CCS sgnding parameters will be provided including
originating line information (OL1), caling party category, Charge Number, efc.
All privacy indicators will be honored. Where SS7 connections exist, each Party
shall pass Cdling Party Number ("CPN") information, where available, on each
cal carried over Interconnection trunks. All EAS/Locd and IntraLATA Toll
cdls exchanged without CPN information will be billed as either EAS/Locd
Traffic or IntraLATA Toll Traffic in direct proportion to the minutes of use
(MOU) of cdls exchanged with CPN information for the preceding quarter,
utilizing a PLU factor determined in accordance with Section 7.3.9 of this
Agreement. If the percentage of EAS/Locd and IntraLATA Tall calls passed
with CPN isless than ninety percent (90%) for a given month, the terminating
Party will inform the originating Party that the CPN percentage has falen below
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the targeted 90%. The Partieswill coordinate and exchange data as necessary
to determine the cause of the failure and to assst its correction. The trangt
provider will not be accountable for trangt traffic without CPN as long asthe
trangit provider provides information to the other party each month that identifies
no-CPN trangt traffic, the carriers that originated the no-CPN traffic, and the
no-CPN traffic originated by each carrier. Otherwise, the trangit provider will be
respongble for such traffic.®

WHY DOES QWEST CONTEST AT& T'SPROPOSED LANGUAGE?

Firgt, AT& T seeks to make Qwest responsible for no-CPN traffic that Qwest trandits
to AT&T, rather than those carriers who originate the no-CPN traffic. Qwest objects
to AT& T's proposd that the trangt provider be financidly responsible to the terminating
carrier when the originating carrier doesn't provide CPN on atranst call. Second,
while each party should take responghility for traffic thet it can control, and limit the no-
CPN traffic that it originates, AT& T seeksto raise the threshold for each party's no-
CPN traffic from the five percent proposed by Qwest to ten percent. AT&T's
proposed doubling of the threshold for each party's no-CPN traffic would Smply
exacerbate the industry problem, lead to more failed cdler 1D cdls, and more estimation
for billing purposes than Qwest's proposed language. Finaly Qwest objectsto AT&T's
formulafor deding with no-CPN traffic. AT& T seeksto gpply the ratio of loca/tall

that exists for identified traffic to the no-CPN traffic. This proposa can result in further
abuse as carriers might be incented to make toll traffic appear to belocal. Qwest's
formula, which smply applies access charges to no-CPN traffic, is more appropriate

than the formulathat AT& T seeks to use and creates incentives to limit no-CPN traffic.

45

| undergand that AT& T may offer different language for thisissue. | reserve theright to
regpond to it in my rebuttd tesimony if AT& T does so.



Docket No. UT-033035

Direct Testimony of Thomas R. Freeberg
Exhibit TRF-1T

September 25, 2003

Page 43

10

1

13

14

15

16

17

18

19

21

TO WHAT EXTENT DO THE CARRIESNOW EXCHANGE NO-CPN
TRAFFIC?

Qwest and AT& T recognize that because of network and customer-owned equipment
limitations, such as MF Sgnding, some no-CPN traffic isinevitable. Qwest and CLECs
send no-CPN traffic in Washington on average for less than 2% of al minutes

exchanged.

DOES QWEST MAKE EVERY EFFORT TO FORWARD CPN TO OTHER
CLECSWHEN QWEST ORIGINATESTHE CALL?
Yes. Qwest ddivers gpproximately 1.8 hillion local minutes of calsto CLECsin

Washington each month, and of this volume, less than two percent contained no CPN.

ISAT&T REQUIRED TO CONNECT TO OTHER CARRIERS THROUGH
QWEST?

No. AT&T can connect with other carriers directly and address with those carriers
how to ded with no-CPN cdllsthat they may originate. Indeed, AT&T hasan
obligation under the Act to establish compensation arrangements with the carrierswith
whom it exchanges traffic. AT& T has made a business decison to use Qwest asa
trangt provider. When Qwest is handed ano-CPN trangt cdl, it forwards the call
without CPN. (Thisincludes AT& T-originated callsthat lack CPN and are bound for
other carriers). If AT& T chooses to exchange traffic with other carriers through Qwest
rather than viadirect trunking to other carriers, it should also assume the businessrisk of

no-CPN.

SHOULD QWEST BE RESPONSIBLE FOR NO-CPN CALLSTHAT
TRANSIT QWEST?
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No. AT&T should not be permitted to smply bill Qwest for this traffic when it chooses
to use Qwest as atrangt provider rather than deal with other carriers directly. Qwest,
as the trangit provider, forwardsto AT& T whatever CPN issent to it by the originating
carier. AT&T'slanguage would punish Qwest, regardless of whether Qwest or
another carrier failed to provide the caler identification information AT& T seeks.
Trangting is neither origination nor termination of acal. Since transport of trangt traffic
between an originating carrier and aterminating carrier is not the provison of loca
exchange service, it is not subject to Section 251(c) of the Act. Contrary to AT&T's
find paragraph, aterminating carrier cannot, by law, charge atrangit carrier for cal

termination. 1t must look to the party that originated the call.

WHY DOES QWEST OBJECT TO RAISING THE NO-CPN THRESHOLD?
AT&T proposes that no action is required if the carriers exchange ten percent no-CPN
traffic or less. Qwest has long proposed five percent as the highest tolerable level of
no-CPN traffic. Currently, Qwest and Washington CLECs are operating at 1 to 2%
no-CPN. If AT&T hasaplan to introduce services that further preclude the consstert
forwarding of caler identification information, thisis ingppropriate judtification for rasing
the no-CPN tolerance threshold. If no-CPN isaproblem in the industry, carriers
should be committing to hold the amount of no-CPN traffic they generate to the lowest
possible minimum, not arguing that they should increase the percentage of traffic that
has no-CPN.

DOESQWEST AGREE WITH AT& T'SAPPROACH FOR RATING NO-CPN
TRAFFIC?

AT&T proposes an overly complex proration of charges. Under AT& T's gpproach,
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the carriers would be required to employ systems and resources to dissect what is
dready avery smdl fraction of dl traffic exchanged. Qwest advocates asmpler
gpproach that is less adminidratively burdensome and a better motivator of accurate cal
processing. In addition, applying the exchange access rate to unidentified traffic serves

as an incentive for both companies to fully identify as much traffic as possible.

Billing For Traffic Without OCN And CIC Codes (I ssue 30)

PLEASE DESCRIBE THE PARTIES DISPUTE RELATING TO ISSUE 30.
Thisissueisamilar to the no-CPN issue discussed above. Here, the parties dispute the
proper trestment of dl trangt calls, but especidly trangt cdlsthat have no Carrier
Identification Code ("CIC") or no Operating Company Number ("OCN"). Qwest and
AT&T could not reach agreement regarding billing for traffic without a CIC or OCN.
In its proposed language for Section 21.1.2.3.1 and 21.1.2.3.2, AT& T seeksto make
Qwest the dlearinghouse for dl traffic that transits Qwest's network.

WHAT ISAT& T'SLANGUAGE PROPOSAL FOR SECTION 21.1.2.3.1 AND
21.1.2.3.2?
AT&T'sproposal for Section 21.1.2.3.1 and 21.1.2.3.2 is set forth below:

21.1.2.3.11f Qwest does not have an OCN identifier for alocal exchange carrier
(LEC), including incumbent, competitive, or wirdess carriers, or a CIC identifier
for an IXC for whom Qwest must supply to CLEC Connectivity Billing records
or information pursuant to this Section, Qwest agreesthat it will assst the LEC
or IXC in obtaining the appropriate identifier (i.e., CIC and/or OCN)
expeditioudy. Until the LEC or IXC hasreceived itsown CIC or OCN
identifier, Qwest agreesthat it will submit its CIC or OCN, as gppropriate, to
CLEC on those records for billing and payment. Quest further agreesthat it will
then be responsible for obtaining reimbursement for the respective charges from
the appropriate carrier.
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21.1.2.3.2 If CLEC does not have an OCN identifier for aloca exchange
carier (LEC), including incumbent, competitive, or wireless carriers, or aCIC
identifier for an IXC for whom CLEC must supply to Qwest Connectivity Billing
records or information pursuant to this Section, CLEC agreesthat it will assist
the LEC or IXC in obtaining the appropriate identifier (i.e., CIC and/or OCN)
expeditioudy. Until the LEC or IXC hasreceived its own CIC or OCN
identifier, CLEC agrees that it will submit its CIC or OCN, as gppropriate, to
Qwest on those records for billing and payment. CLEC further agrees that it will
then be responsible for obtaining reimbursement for the respective charges from
the appropriate carrier.

WHAT ISQWEST'SLANGUAGE PROPOSAL FOR SECTION 21.1.2.3.17?
Qwest has agreed that AT& T may use Qwest as atrangt provider to receive traffic
from other carriers. It does not agree to be financialy responsible to the terminating
carrier when Qwest did not originate the traffic. Quwest rgjects AT& T's language
proposal for section 21.1.2.3.1 and 21.1.2.3.2.

WHY ISAT& T'SPROPOSAL INAPPROPRIATE?

Because trangt service is not subject to section 251(c) of the Telecom Act, Qwest is
not financidly responsible to the terminating carrier, and especidly not for that traffic
lacking proper originating identification. The most accurate way to receive the
originating carrier identification that AT& T is seeking is from the carrier who operates

the switch originating the cdl, not from atrangt carier.

WHAT ISCIC?
ClCsare codes assigned by the Number Plan Administrator and the codes are used in
the sgnding stream of acdl by the origination end office of alocd carier to route toll

calsto Feature Groups according to a callers presubscribed Primary Interexchange
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Carrier ("PIC") choice. ClCsare not used in the routing of locd cals® Theindustry
does not forward to the destination of a call the CIC informetion in the Ssgnaling stream
of thecdl. ClCsarenot used in the signding, routing or hilling of local traffic.

WHAT ISOCN?

OCNs are adminigtrative numbers assgned by National Exchange Carrier Association
("NECA") and Telcordia Routing Adminigtration. OCNs identify loca carriersfor
numbering resource purposes and for other purposes. Qwest follows industry
guiddines regarding OCN. Until the industry requires this information to beincluded in
the signaling message associated with local cdls, Qwest isin the same position as
AT&T and must absorb a percentage of traffic that does not have OCN. Because loca
telephone companies have unique NXXs from which their customers are assigned
telephone numbers, it is possible to associate the NXX of a particular cal with a
particular loca company.* By this manner AT& T has indicated thet it has a meansto
obtain the per-cal OCN for the trangt traffic it terminates.

WOULD QWEST HAVE TO MAKE CHANGESTO ITSSYSTEMSTO
OBTAIN THE INFORMATION AT& T ISSEEKING HERE?

Yes. Thereisno disagreement here that Qwest passesto AT& T the information that is
passed to Qwest. The issue iswhether Qwest, asthe trangit provider, should be required

46

47

AT&T demands that Qwest provide CIC codes so that AT& T can collect access
charges. AT&T aso seeksto force Qwest to pay AT& T access charges if Qwest
cannot provide the CIC code.

In those ingtances where caling party number is not forwarded, the originating number
would not be available. As stated earlier lessthan 2% of dl traffic ddlivered to CLECs
isnon-CPN, so only asmdl fraction of dl calswill lack the necessary information.
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to obtain any missing information for AT&T. For the smal percentage of calsthat lack
CPN, Qwest would have to develop and implement important system enhancements to
obtain an OCN for dl trangt cals viathe flawed agpproach that AT& T seeks.

ISAT& T WILLING TO PAY QWEST FOR THE COSTSQWEST WOULD
INCUR TO OBTAIN THE INFORMATION IN THE MANNER AT&T
SEEKS?

No. AT&T has dated in other proceedingsthat it is unwilling to pay Qwest to develop
and implement enhancements to Qwest's systems that would be required for Qwest to
obtain the identifying, originating information that AT& T seeks from Qwest.

WHAT ISFLAWED REGARDING AT& T'SAPPROACH?

For traffic that is trangited twice, where for example, an originating company hands acdl
off to an initid trangt carrier which, in turn, hands the call off to Qwest as second transit
carier, which then handsthe call off to AT&T for termination, Qwest is not "directly
interconnected” with the originating carrier. Neverthdess, AT& T would have Qwest bear
financia responsbility for such traffic even where Qwest (as the second trangit carrier)
neither knows nor is able to determine the originating carrier and even though Qwest
passes dong dl of the Sgnaing information it receives from the carrier preceding it in the
cal path.

DOESAT&T'SLANGUAGE REQUIRE QWEST TO BE FINANCIALLY
RESPONSIBLE FOR TRANSIT TRAFFIC?

Yes. AT&T'slanguage would require the trangt carrier, who has no business
relationship with ether the originating customer nor the terminating customer, to be

financidly respongible for compensating the terminating carrier if the trangit carrier in any
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way falsto provide a unique trangt billing usage record to the terminating carrier.

DOESTHE ACT PERMIT THE TERMINATING CARRIER TO SEEK
PAYMENT FROM THE TRANSIT CARRIER?

No. Section 252(d)(2)(i) of the Act precludes the terminating carrier from seeking
payment from the trangit carrier. As discussed in connection with Issue 21 above,
AT& T makes abusness decison to use Qwest trangt services to exchange traffic with
other carriers; AT& T has aduty to establish reciproca compensation arrangements
with the carriers with whom it exchanges traffic. AT& T's language unlawfully
encourages carriers to avoid this duty by making the trangt provider the guarantor of

payment from other companies.

ISQWEST OBLIGATED TO PROVIDE TRANSIT CALL BILLING
INFORMATION?

No. Qwest provides this information, and a CLEC may or may not elect to purchase
the information. Significantly, Quwest does not "withhold" information that would permit
AT&T to bill the originating carrier. Qwest relays trangt traffic with whatever sgnaing
information Qwest is provided by the originating carrier. In acting as atrangt provider,
Qwest has agreed to route the cals through its switch for completionto AT&T. Thisis
aswitching function. This function does not carry with it the role of guaranteeing

AT& T'sreceivables on the traffic transgted. AT&T would require Qwest to act asa
billing intermediiary for trangt traffic that AT& T exchanges with third-party carriers.
Nothing in the Act requires Qwest to provide such aservice. Finaly, because no
Qwest cugtomer isinvolved when Qwest trangts traffic, it is manifestly unfair for Qwest

to become involved in disoutes over compensation between AT& T and third- party
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cariers, or for Qwest to bear any losses as aresult of such disputes or failures by
AT&T and third-party carriersto create direct trunking or billing agreements. Qwest
would consider developing a system to collect billing information on behdf of AT&T.
Such a system would require development costs to put the system in place, and
recurring costs to provide AT& T with the OCN it seeks, abeit not dways reflective of

the originating carrier.

Qwest asthe LPIC (Issue 34).

WHAT ISTHE BASISFOR DISPUTED ISSUE 34?

Issue 34 involves how to hill the very smdl number of AT& T customers who have chosen
Qwes, theincumbent LEC, astheir preferred intraL ATA toll provider. Qwest asks
AT&T to hill these few customersfor intraL ATA tall rather than requiring Qwest to
establish a billing mechanism for these few customers who receive intraL ATA toll, but not
locdl service, from the incumbent LEC Qwest.

WHAT ISQWEST'S PROPOSED LANGUAGE FOR THISDISPUTED ISSUE?
Qwest proposes the following language for Section 21.8 to address this Stuation:

21.8 Qwest does not authorize CLEC to offer Qwest the ILEC asalLoca
Primary Interexchange Carrier (LPIC) to itsexisting or new End User
Customers. Where CLEC assigns Qwest as LPIC 5123 to CLEC's existing or
new End User Customers, Qwest will bill CLEC at the IntraLATA tall retail rate
with the applicable wholesde discount.”

Qwest proposed aversion of thislanguageto AT&T in negotiations after AT& T filed its
petition, and Qwest filed its response to that petition. Qwest has dightly modified that
language as sat forth in my testimony to pecify Qwest Corporation's LPIC number.
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Q. WHAT LANGUAGE DOESAT&T PROPOSE?
A. AT&T proposes the following language:

If, during the term of this Agreement, Qwest offerstoll serviceto CLEC's End
User Customers, Qwest must establish its own Billing relationship with such End
User Customers. Qwest may not bill CLEC, and CLEC shdl have no obligation
to pay Qwest, for toll service Qwest providesto CLEC's local End User
Cugtomer's. In addition, CLEC shdl have no obligation to bill CLEC loca
service End User Customer's for toll service provided by Qwest.

WHAT ISTHE BASISFOR QWEST'S PROPOSED LANGUAGE?

Qwest's proposed language relates to provison of intralL ATA toll service by Qwest, the
ILEC. Under its proposed language, Qwest does not authorize AT& T to offer Quwest
intraLATA toll serviceto AT& T customers when Qwest is not the local service provider.
If AT&T choosesto offer Qwest, the ILEC, asan intraLATA toll service option to
AT&T Loca Service cusomers, then Qwest will bill AT& T, and AT&T is then required

to hill these customers for the sarvice.

Currently, Qwest istheintraLATA toll provider to only avery smal number of end user
customerswho have AT& T astheir loca service provider. When Qwest's long distance
afiliate becomes afacility-based provider of intraLATA and interLATA toll servicein
Washington, the ffiliate may provide theintraLATA toll service to other CLECS loca
exchange customers. At that time, the end user's Primary Interexchange Carrier ("PIC")
may change, and Qwest's long distance effiliate will bill the end user.

When retail loca customers move from Qwest, the ILEC, to an dternative loca service
provider, the new loca service provider makes every effort to sal a package of services

that includesintraL ATA toll service. Qwest encourages the end user to obtain its
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intraLATA toll fromits new locd carier.

WHY WOULD QWEST PREFER THAT THE LOCAL CUSTOMER OBTAIN
INTRALATA TOLL SERVICE FROM ANOTHER CARRIER?

Qwest would incur high billing codsif it wereto provideintraL ATA toll serviceonly. As
aresult, Qwest cannot provide a competitively priced intraL ATA toll only service. For
these reasons, very few retail customers retain Qwest asan LPIC, or astheir intraLATA
toll provider, when they moveto anew loca carrier. In Washington, to Qwest's
knowledge, very few AT& T customers have chosen Qwest astheir LPIC.

WHY SHOULD THE COMMISSION ADOPT QWEST'S PROPOSED
LANGUAGE?

As | mentioned above, Qwest does not authorize AT& T to offer Qwest, the ILEC, asan
intraLATA toll optionto AT& T cusomers unless AT& T will perform the billing function
for these customers. Therefore, if AT& T chooses to offer Qwest asan LPIC, it assumes
the function of billing the end user. Because so few customers retain Qwest as their
intraL ATA toll provider, and because AT& T has an existing customer relaionship with
the end user, it is unreasonably burdensome to request Qwest to establish abilling system
that addresses only avery few intraLATA toll cals. Inthisscenario, AT&T isin the best
position to minimize the costs for the end user: it is, in other words, the least-cost
provider. The cogt of Qwest's establishing such abilling system or using a service bureau
exceeds the costs of carrying the calls at issue. Furthermore, when Qwest carries
intraLATA toll for an AT& T end user customer on aUNE-P ling, Qwest billsAT&T at
Qwest's gpplicable wholesale discount rate® For resale and UNE-P customers, AT& T

49

Thisistrue unless AT& T associates the cal with Qwest's long distance effiliates CIC
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has a billing account established for the end user customer, and Qwest providesthe
information necessary for AT& T to bill the account via the same Daily Usage Feed
dipulated in Sections 12.2.5.2.1 and 21.1.2.1 used to provide other usage information to
CLECs. Alternatively, acdl may begin on aline associated with an AT& T-owned
switch. If AT&T routesthis cal to Qwest, the ILEC, on aloca interconnection trunk
group without sending a CIC, Qwest billsAT& T, the CLEC, for having completed an
intraLATA toll cal at Qwest's intercarrier switched accesstariff rate. Thisraeis
consderably lower than Qwest'sretall intraL ATA toll tariff rate. This approach provides
AT&T the opportunity to earn areasonable profit for end user billing of these calls.
Further, CABS industry guiddines, required by AT&T in Section 21.1.1.1, enable

carriersto bill thesetoll calls just as Qwest proposes.

Although AT& T would propose forcing Qwest to develop mechanisms to bill the end
user, it offers no contractua mechanism to provide Qwest the information necessary to do
s0.® AT&T istheonly loca carier that knows the current billing name and address for
itsend users. Under AT& T's proposal, Qwest would require thisinformation to hill the
end user, but AT& T does not offer any language to provide this information to Qwest.
Without this information, Qwest would be unable to bill this cdl even if it undertook the

considerable systems development to implement AT& T's proposdl.

The concernis also broader than just CLEC customers who choose Qwest, the ILEC, as

and sends the call on a Feature Group that Quwest's long distance affiliate has arranged.
In that case Qwest's long distance affiliate will bill the end user and pay access charges
to AT&T Locd Services.

The CARE process.
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their intraLATA toll provider. CLEC customers who choose to use Directory Assistance
Cdl Completion servicesto complete atoll call in circumstances where the CLEC has not
elected to purchase Call Completion Link (pursuant to Section 10.5.1.1.4) will dso
generate Qwest-carried toll charges. In this case, Qwest has no pre-exising rdaionship
with the customer at dl. Under AT& T's proposal, Qwest would be powerless to directly
recover the costs of the service it provided in good faith to CLEC customers and would

be required to pass those CLEC- customer costs onto Qwest retail customers.

Findly, and most importantly, this circumstance will be reduced or eiminated at the point
in time when Qwest's long distance affiliate is fully operationa because Qwest'slong
digtance affiliate will bill AT& T's end user for toll separately.
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1 V. CONCLUSION

2 Q. DOESTHISCONCLUDE YOUR TESTIMONY?
3 A. Yesitdoes



