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QWEST CORPORATION — ARIZONA 271 APPLICATION

Michael Zulevic — Director, Network Deployment
August 23, 2001 Open Meeting




FUNCTION OF ARIZONA CORPORATION COMMISSION

-The Arizona Corporation Commission (“ACC”) is charged with the critical function of
determining that Arizona’s local markets are open to competition.

-Because the FCC relies heavily upon the states in deciding whether to grant Section 271 relief to
an ILEC, the ACC must undertake a rigorous factual investigation of whether Qwest has
satisfied each competitive checklist item. In other words, this Commission must determine
whether Qwest has proved by a preponderance of the evidence that it has satisfied the statutory
conditions for entry into the interLATA market.

-Based on a review of those states where 271 relief has been granted, the FCC fully expects and
anticipates that the ACC will take the steps necessary to ensure the existence and sustenance of
competition in the local markets:

°Well-defined, meaningful and enforceable performance standards.

°Identification and affirmative resolution of checklist item issues without waiting

for the FCC to take action.

°Imposition of any additional, appropriate and necessary unbundling obligations.

-Assuming Arizona is the first state for which Qwest submits its application for Section 271
relief, Arizona will provide the template for all other Qwest states. Therefore, it is imperative
that that template permit meaningful competition. If it does not, there are two potential
outcomes: (1) the Arizona application is rejected by the FCC and all the ACC’s work must be
repeated; (2) approval of the Arizona application at the expense of competition throughout the
Qwest region.

-The time is now for action by the ACC. Covad is the only nationwide provider of DSL left at
this point. Unless the ACC takes the steps necessary to permit and maintain competition in
Arizona, Covad will exit this market.




COVAD BACKGROUND

Largest Nationwide Provider of DSL

Operational in Arizona since mid-1999

Provides DSL service to small and medium-sized business. Also provides residential DSL in
major metropolitan areas in Arizona




LEGAL FRAMEWORK SURROUNDING

ACCESS TO DSL LOOPS

DSL UNE and line shared loops are not a “new thing”:

-August 1996 Local Competition Order orders access to DSL loops

-August 1998 and March 1999 Advanced Services Orders reaffirm access to DSL

loops

-September 1999 UNE Remand Order clarifies ILEC obligations even further

-November 1999 Line Sharing Order confirms that ILECs are obligated to

provide access to the high frequency portion of the loop

-January 2001 Line Sharing Reconsideration Order expands the scope of the Line

Sharing Order, and requires that Qwest permit CLECs to split the local loop




SUMMARY

Three Elements Critical to Successful Competition in Arizona

Collocation:

-Failure to provide collocation space on time or in a timely manner.

-Failure to timely provision collocation elements.

-Failure to install correctly collocation equipment.

-Use of collocation “policies” and “methods of procedure” to terms and

conditions of the SGAT or interconnection agreement

-Use of collocation decommissioning, cancellation and transfer “policies” to

compel payment of outstanding amounts unrelated to the collocation space at

| issue.




Loop Provisioning:

-Loop information that is not readily available, incomplete and suspect.

-Failure to provide FOCs. Frequent changes of FOC due date.

-Failure to provide both line shared and UNE loops on time; failure to provide

loops at all. Negative impact on end-user customer.

-Failure to provide loops capable of supporting xDSL services.

-Failure to perform agreed upon testing 100% of the time.

-Failure to complete cross-connects in central offices.




Loop Provisioning (cont’d):

-No facilities. Significant percentage of Covad orders are placed in held status

due to no/incompatible facilities.

°The “no facilities” problem is extraordinarily bad in Arizona. For example, in
one CO, the very first loop order placed was cancelled due to no facilities. In
another CO, only one loop was successfully delivered before numerous
subsequent orders were cancelled due to no facilities.

°No means to verify no facilities.

-Discriminatory pricing. Qwest already recovers the full cost of the loop through

its voice service, yet nonetheless seeks to charge CLECs for the HFPL.




Qwest’s Performance Assurance Plan (the “PAP”)

-The PAP is a “voluntary” undertaking by Qwest. Therefore, according to Qwest,
no changes may be made to the PAP’s terms and conditions, PIDs or associated penalty regime

even by this Commission without Qwest’s agreement.

-Most emerging services PIDs (line shared loops, subloops, etc.) are deemed
diagnostic and therefore not included in the PAP. A particularly significant omission is any PID
and associated penalty regime for line sharing, even though both Qwest and Covad has been

providing line shared DSL throughout the Qwest region for over two years.

-The PAP does not adhere to intervals agreed upon by the parties in connection
with the Section 271 proceedings. For example, Qwest “commits” to delivering 1-8 xDSL UNE
loops within five business days in the SGAT, yet the PAP only penalizes Qwest if it fails to
deliver an xDSL UNE loop within six business days. Similarly, Qwest “committed” to
delivering line shared and line split loops in three business days in the Section 271 proceedings,

but no penalty is applied regardless of how long it takes Qwest to deliver a line shared or line

split loop.




QWEST’S CONDUCT OUTSIDE OF THE 271 PROCEEDINGS REVEALS ITS DESIRE TO
ELIMINATE ITS COMPETITORS

-Qwest states in the Section 271 proceedings that it is committed to competition in its incumbent
region.

-Qwest tells Covad that it is one of Qwest’s “most valued customers.”

-Yet, after announcing its voluntary, pre-negotiated Chapter 11 filing, a Qwest employee e-
mailed over 190 other Qwest employees, gleefully describing Covad’s restructuring efforts as
“the third batter down” and the “end of the national DLEC game,” and referred to Covad’s
announcement of continued operations as “delusional” and the result of “drinking too much
Kool-Aid.” This particular Qwest employee predicts that “its quite likely a judge will say they
have no chance to succeed and force them to immediate Ch 7 liquidation.”

-Covad faces this kind of open and anti-competitive conduct by Qwest on a regular basis. Qwest
employees have told Covad’s end user customers that Covad is “notorious” for stealing copper
pairs; disconnected Covad DSL service over the objection of the end user; stolen valuable
network monitoring equipment out of Covad’s collocation space; and, just last week, solicited a
Covad end user customer when the Qwest employee, acting on behalf of Covad, went to the end
user’s premises to correct a trouble on the line.

-The substantive issues, taken in tandem with Qwest’s anti-competitive attitude, demonstrate that
Section 271 relief in the State of Arizona is not in the public interest.




CONCERNS ABOUT THIS PROCEEDING

-Resource and timing constraints on ACC makes it difficult, if not impossible, for a complete
and thorough evaluation and resolution of all issues, including emerging services issues.

-Resource and timing constraints on ACC makes it difficult, if not impossible, for the ACC to
fulfil the obligations the FCC expects the ACC to satisfy.

-As a result of the resolution of several key emerging services issues, as well as the logistical and
scheduling difficulty Covad has faced in attempting to participate in these proceedings, Covad
believes it was requested to participate not to ensure that all CLEC concerns will be addressed
and the steps necessary to open and keep open Arizona local markets, but simply to “complete
the proceeding” with the inclusion of one DLEC.

-As aresult, Covad is committed to vigorously opposing Qwest’s application at the FCC.
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