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REASONABLE RATE OF RETURN THEREON
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DESIGNED TO DEVELOP SUCH RETURN

DOCKET NO. T-10151B-99-0105

T T G I e T g

MOTION TO COMPEL U S WEST COMMUNICATIONS, INC. TO
RESPOND TO COMMISSION STAFF DATA REQUESTS

Staff of the Arizona Corporation Commission (“Commission” or “ACC”) hereby moves to
compel U S WEST Communications, Inc. (“U S WEST” or “Company”) to respond to the discovery
request identified herein, which in Staff’s opinion is necessary to meet the sufficiency requirement
contained in the Commission’s rules. Because of the importance of the information being requested
to Staff’s evaluation of the Company’s updated Application, the Staff requests an expedited hearing

on its Motion.

I. BACKGROUND

While this Motion to Compel addresses only one of U S WEST’s outstanding responses to
Staff’s data requests, the information requested is critical to an evaluation of U S WEST’s
Application based upon its updated test year. Without this information, a question arises whether

the Company’s updated filing is sufficient under the Commission’s rules. On May 5, 2000, the
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Staff’s Consultants, Utilitech, submitted UTI43-20 (Exhibit A) to U S WEST which requested the

following information:

In his initial direct testimony dated January 8, 1999, Mr. Redding calculated and sponsored
a series of adjustments that would be appropriate in case his end of period adjustment was
contested. However, at page 8 of his Supplemental Testimony he states, “Time constraints
precluded me from making these adjustments.” Now that the Company’s filing has been
submitted, please provide the “Adjustments Not Made” in the form submitted with the
Company’s initial filing in January 1999 for the updated test period, along with supporting
workpapers for each such adjustment.

The response to UTI 43-20 was due on May 15, 2000, and to the best of Staff’s information
and knowledge, Staff and/or its Consultants have not received any objection by U S WEST to the
information requested. U S WEST has also not responded to the data request. Staff contacted U S
WEST attorney Tom Dethlefs about the request on May 31, 2000. On June 2, 2000, Staff and U S
WEST had a telephonic meet and confer session at which time Mr. Dethlefs indicated that U S
WEST would provide those adjustments identified by Staff, in the order of priority established by
Staff. For the reasons discussed below, Staff finds this offer on Mr. Dethlefs’ part to be virtually
meaningless. U S WEST’s proposal would essentially require Staff’s experts to spend considerable
time doing work which the Company is required to do under the Commission’s rules and could delay

processing of the Company’s Application by several months.

IL ARGUMENT

Arizona R.Civ.Pro. Rule 26(b)(1) provides that any party may obtain discovery “regarding
any matter, not privileged, which is relevant to the subject matter involved.” Evidence is relevant
if it has “any tendency to make the existence of any fact that is of consequence to the determination
of the action more probable or less probable than it would be without the evidence.” Ariz. R. Evid.
401.

There is no question in this case that the information requested by Staff is relevant and
furthermore that the Company is required to provide this information as part of its filing under the

Commission’s rules. UTI 43-20 requests the Company to essentially identify and quantify all
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required pro forma and normalization adjustments, as it did in its initial filing in January, 1999, and

2 asitis required to do under the Commission’s rules, R14-2-103(B). Pro forma adjustments are
3| defined under R-14-2-103(A)(i) as “[a]djustments to actual test year results and balances to obtain
4| a normal or more realistic relationship between revenues, expenses and rate base.”

S U S WEST has proposed comprehensive adjustments to annualize the test period income
6|l statement based upon a single-month of the test period, December 1999, multiplied by 12. U S
7l WEST did not view it important to analyze and adjust the other 11 months of the test period.
8

However, Staff may dispute the reasonableness of the Company’s single-month test year proposal
9| and should not be disadvantaged by the Company’s failure to propetly adjust the balance of the year.
10 As already indicated, the Company had made these adjustments in its initial filing in
I g anuary, 1999. However, when the Company updated its test year, the Company did not include all

12 pro forma or normalization adjustments as required, because in U S WEST Witness Redding’s words

13 “[t]ime constraints precluded me from making these adjustments”. Supplemental Testimony at p.
14§ 8. U'S WEST clearly does not dispute its responsibility to identify and make all of the various
15

normalization adjustments throughout the entire test period in its initial filing, even though the
16 adjustments were ultimately “not made” by U S WEST in its updated filing in its single-month times
170 12 test year proposal. Even U S WEST appears to acknowledge that its responsibility in this regard
18| has not diminished due to the update to a calendar 1999 test year.

19 The Company’s proposed solution which would require Staff to instead identify the
20 adjustments is simply unacceptable. U S WEST is obviously much more familiar with its own

21} pooks and records and has a much better idea of any adjustments that need to be made in this case.

22| U S WEST is essentially attempting to shift its responsibility under the Commission’s rules to

23 present a full and complete case which is representative of a realistic relationship between revenues,

expense levels and rate base to the Staff. This is an unreasonable burden to place upon the Staff

25\ and would result in a lot of additional work for the Staff’s experts and potentially result in several

26| months additional delay. Most of the work is in identifying the pro forma adjustments which need

27\ to be made. In fact, once the adjustment is found, it is oftentimes only a modest undertaking to

28 quantify it, which is what U S WEST has volunteered to do.
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At least a month has elapsed since U S WEST filed its updated test year. The Company
should have anticipated that a request in the nature of UTI 43-20 was inevitable and thus should have
used the last month to identify all required pro forma or normalization adjustments, that “time
4\ constraints” precluded Mr. Redding from making in his May 2, 2000 filing. If the Staff has to do
this work for the Company at this time, it will be a laborious, cumbersome and very time-consuming
6|l task which could extend the time for processing this case by several months. In short, the Company
7

is in a much better position to identify and quantify any pro forma adjustments, and that is why the

8|| Commission’s rules are designed to place this burden upon the Applicant. Under the Commission’s
| rules, it is the Company’s responsibility, not the Staff’s, to identify and make the necessary pro
10]l forma adjustments. Without identification and quantification of all required pro forma and
' normalization adjustments, it is questionable whether the Company’s updated filing can even be
12\ deemed sufficient.
’ 13 Because these pro forma adjustments are critical to Staff’s evaluation of the Company’s
14 Application and Staff’s recommendations in this case, Staff respectfully requests expedited oral
15 argument on its Motion.
16

171 1L CONCLUSION

18 For the reasons set forth herein, the Staff respectfully requests that U S WEST be compelled
19 to respond to UTI-43-20 and also requests expedited oral argument on its Motion .
20 RESPECTFULLY submitted this 6™ day of June, 2000.
21
22 By, /
/ Maureen Al Scott
23 Christopher C. Kempley
24 Attorneys, Legal Division
1200 West Washington Street
25 Phoenix, Arizona 85007
| Telephone: (602) 542-6022
26 Facsimile: (602) 542-4870
97 email: maureenscott(@cc.state.az.us
28
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1 ORIGINAL and FIFTEEN COPIES
3 filed this 6™ day of June, 2000
| 2| with:

3|l Docket Control

4 Arizona Corporation Commission
1200 West Washington Street

5| Phoenix, Arizona 85007

6l COPIES of the foregoing mailed
7| this 6™ day of June, 2000 to:

8f[ Timothy Berg

Fennemore Craig

91 3003 North Central Avenue, Suite 2600
10 Phoenix, Arizona 85012

11} Thomas Dethlefs

U S WEST, Inc.

1211 1801 California Street

13 Suite 5100

Denver, Colorado 80202
14
Richard S. Wolters

15§ AT&T Communications of the
16 Mountain States, Inc.

1875 Lawrence Street, Suite 1575
17|l Denver, Colorado 80202

18] pat vanMidde

19 AT&T

2800 North Central, Room 828
20| Phoenix, Arizona 85004

211 Joan S. Burke

29 Osborn Maledon , P.A.

2929 N. Central Avenue

‘ 23| 21* Floor

| P.O. Box 36379

241 Phoenix, Arizona 85067-6379
25
Steve Kukta

26}l Sprint Communications Company L.P.
External Affairs, West Region

27\ 1850 Gateway Drive, 7" Floor

78 San Mateo, California 94404
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1 Scott S. Wakefield

Chief Counsel

2|l RUCO

2828 North Central Avenue, Suite 1200
3l Phoenix, Arizona 85004-1022

Steven J. Dufty

5 Ridge & Isaacson, P.C.

3101 North Central Avenue, Suite 432
Phoenix, Arizona 85012

Raymond S. Heyman

8|l Randall H. Warner

Roshka Heyman & Dewulf PL.C
Two Arizona Center

1ol 400 North 5" Street, Suite 1000
Phoenix, Arizona 85004

11
Peter Q. Nyce, Jr.

121 General Attorney, Regulatory Law Office
13 U.S. Army Legal Services Agency
Department of the Army

14|l 901 N. Stuart Street, Suite 700

s Arlington, VA 22203-1837

16 Richard Lee

Snavely, King & Majors

17| O’Connor & Lee, Inc.

1220 L Street, N.W., Suite 410
18|l Washington, D.C. 20005

19
Thomas H. Campbell

20|l Lewis and Roca

40 N. Central Avenue

21 Phoenix, Arizona 85004
22 )
| Thomas F. Dixon

} 23l MCI Worldcom

| 707 17™ Street, Suite 3900
| 24 Denver, Colorado 80202
25 .
Diane Bacon

26|| Legislative Director

Communications Workers of American
27| 58518 North 7" Street, Suite 206

28 Phoenix, Arizona 85014-5811
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Jeffrey W. Crockett

Snell & Wilmer

2| One Arizona Center

Phoenix, Arizona 85004-0001

[y

4 Michael W. Patten

Brown & Bain, P.A.

5l 2901 North Central Avenue
P.O. Box 400

6]l Phoenix, Arizona 85001-0400
7

Frank Paganelli

8|l Rhythms Links, Inc.

6933 Revere Parkway

9 Englewood, Colorado 80112
10 .
Martin A. Aronson

11| William D. Cleaveland

Morrill & Aronson, PLC

12 One East Camelback Road, Ste 340
13 Phoenix, Arizona 85012

14| J.E. McGillivray
300 South McCormick
15 Prescott, Arizona 86303

16
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18 Assistant to Maureen A. Scott
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EXHIBIT A

UTILITECH, INC.

Regulatory and Management Consultants
729 North Blue Parkway, Suite 204 - Lee’s Summit, MO 64086 - 816/525-5211- Fax: 816/525-5253

UTI 43-13 Were anv Qwest/US West, Inc. merger transaction or implementation costs (investment
advisor, consultant, legal, filing fees, accounting fees, regulatory processing costs, etc.) mcurred
int the test period, either directly by USWC or by any affiliate? Please provide the amounts
mcurred by entity and by account in the test period, indicating amounts charged or allocated to

USWC.

UTI 43-1+ Please provide a complete copy of detailed lead lag study workpapers relied upon in the
Commpany’s update filing.

UTI 43-13 Please provide the most detailed available long run forecast of each type of reciprocal
compensation amounts expected to be realized by USWC in Anizona m the future, explaining the

assumptions and calculations employed in creating such forecast.

UTI 43-16 Please provide complete copies of regulatory orders, contracts and other documents
supportive of the amounts of reciprocal compensation currently payable by USWC m Arizona.

UTI 43-17 Please provide the monthly amounts of Local Number Portability revenues that have been
recorded by USWC m Arizona since the inception of such charges (include all available months of
2000), by FCC Sub-account, and provide the underlying volumes associated with such charges in

each month.

UTI 43-18 Does Mr. Redding intend to sponsor his mnitial January 8, 1999 testimony as part of the
Company’s evidence in this Docket? If affirmative, please provide updates to the Financial
Performance information at pages 2 through 3 and the Productivity information at pages 33

through 37 (and GAR-12).

UTI 43-19 According to Mr. Alcott’s testimony dated January 8, 1999 at page 16, “The initial rates
contamed m U S WEST’s rate design proposal capture only $70.9 million of the total $223.9
miltion dollar revenue requirement being requested in this case.” Please update this statement, as
required, with a complete statement of any changes being proposed m the $70.9 million amount
or the underlying proposed rate design and provide complete copies of all mformation supportive

of each change.

UTI 43-20 In his mitial direct testimony dated January 8, 1999, Mr. Redding calculated and sponsored a
series of adjustments that would be appropriate in case his end of period adjustment was
coatested. However, at page 8 of his Supplemental Testimony he states, “Time constramts
preciuded me trom making these adjustments.” Now that the Company’s filing has been
submitted, please provide the “Adjustments Not Made™ in the form submitted with the Company’s
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UTILITECH, INC.

Regulatory and Management Consultants
740 North Blue Parkway, Suite 204 - Lee's Summit, MO 64086 » 8316/525-5211- Fax: 316/525-5258

mitiai filing in January 1999 for the updated test period, along with supporting workpapers for
each such adjustment.

UTI 43-21 [n Supplemental Exhibit GAR-S1, a column appears for “Fair Value” with no entries. Please
explam whether or not the Company intends to assert that the line 4 “required operating income”™
for the “Fair Value” column will be higher than 154,430. If the amount is expected to be higher,
pleass provide complete and detailed calculations and explanation for the “required rate of retumn”

that USWC believes is applicable to its fair value rate base.

UTI 43-22 Is Mr. Redding aware of any regulatory jurisdiction that has authorized an automatic rate
adjustment process to a telephone company for costs such as reciprocal compensation, as
proposed at page 15 of his Supplemental Testimony? If affirmative, please provide complete
copies of all orders and other documentation associated with such authorization.

UTI 43-23 At page 6 of his Supplemental Testimony, Mr. Redding states, “Following the precedent of
Docket No. E-1051-93-183, [ annualized...by multiplymg the last month of the test year by
twelve.” Please identify each element (line item component) of Mr. Redding’s proposed end of
period adjustment that is, in fact, consistent with the “last month times 12" precedent established
m the prior rate case, as well as each element of the proposed adjustment that is not.

UTI 43-24 Is Mr. Redding aware of any regulatorv jurisdiction that has authorized the annuahzation of all
non-wage expenses for a telephone company based upon the last month of the test period, tunes
12, as proposed at pages & through 8 cf is Supplemental Testimony? I affirmative, please
provide complete copies of all orders and other documentation associated with such

authorization.
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