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14 Qwest Corporation ("Qwest") replies to the Response of AT&T Communications of the

15 Mountain States ("AT&T") filed September 3, 2008, regarding the request by Qwest to extend

QWEST CORPORATION'S REPLY TO
THE RESPONSE OF AT&T
COMMUNICATIONS

16 its existing Renewed Price Cap Plan.

17 In its Response, AT&T, which decided not to participate in the Renewed Price Cap Plan

18 proceeding which reduced Qwest's intrastate switched access revenues by $15 million over a

19 three year period, now seeks to further its campaign to reduce those rates to the interstate rate. In

20 other times, AT&T's campaign may have been appropriate in the evolution of the

21 telecommunications regulation from state approved monopolies, with implicit subsidies of local

22 service, to competitive markets in all jurisdictions. Now, however, AT&T's press on this issue is

23 particularly ill-timed and inappropriate for the reasons set out herein.

24 The Arizona Corporation Commission (the "Colnmission") at the urging of AT&T, split

25 the Access Charges Docket (Docket No. T-00000D-00-0672 into two phases. Procedural Order,

26 November 17, 2003. Phase I was ordered to consider access charges in combination with the
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1 review of Qwest's price cap plan. Phase II was supposed to consider access charges for all other

2 telephone earNers that provide access services. Phase I was completed by the Commission, by

3 its order approving the settlement ageementbemeen Qwest, the Commission Staff, RUCO, the

4 federal executive agencies, and four telecommunications carriers who compete directly with

5 Qwest in Arizona. The matter was noticed for public hearing, public hearings were held, and the

6 Commission ordered changes to the settlement. With respect to Phase II, interested participants

7 are still identifying the issues and detennining the hearing process that shall apply. Procedural

8 Order, In the Matter of the Review and Possible Revision of Arizona Universal Service Fund

9 Rules, Article 12 of the Arizona Administrative Code, Docket No. RT-000001-I-97-0137,

10 T-00000D-00-0672, July 12, 2007.

l l What is clear, however, is that Phase II has been reserved for examination of the switched

12 access rates of Arizona local exchange providers other than Qwest. As AT&T stated, "Based on

la the language of the Procedural Order, [fn omitted] it appears that the regulatory policies

14 regarding the intrastate access charges for both incumbent local exchange canters ("ILECS") and

15 competitive local exchange carriers ("CLECs") will be addressed in this docketwith the

16 Comments of AT&T, In the Matter of the Review and

17 Possible Revision of Arizona Universal Service Fund Rules, Article ]2 of the Arizona

18 Administrative Code, Docket No. RT-00000H-97-0137, T-00000D-00-0672, August 14, 2007,

19 (emphasis added).

20 Despite the fact that AT&T argued for bifurcation of the Access Charges docket into two

21 phases, one phase specifically examining Qwest's access charges (Phase I), and another for all

22 other LECs (Phase ll), AT&T voluntarily withdrew from the Phase I proceeding, long before it

23 was concluded, by motion which was granted by the Commission. Notification of Intervention,

24 Docket No. T-00000D-00-0672, November 10, 2004. Because AT&T quit the case, AT&T

25 should not be heard to complain that the Phase I access reductions were not adequate.

26 When it was in favor of bifurcation of the Access Charges Docket, AT&T proposed that

exception of Qwest Corporation."
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the Access Charges docket for all other telephone carriers should be considered separately, but

expeditiously. AT&T Brief on Procedural Issues, Docket No. T-00000D-00-0672, November 3,

2003, p. 3. AT&T proposed that both phases should be concluded by the end of 2004. Yet, not

only did AT&T decamp from the Phase proceeding involving Qwest-AT&T did nothing to

advance the Phase II proceeding involving the other CLECs until the docket was consolidated

with the AUSF proceeding in late 2007. AT&T has not demonstrated either the legitimacy or the

7 urgency of its cause.

8 AT&T should have moved Phase II along. Now that it is finally moving its stalled access

9 charges campaign forward again, AT&T's attempt to leap-frog over the long-dormant Phase II

10 and revisit Qwest's rates yet again, is uncalled for, and holds potential for unjustified competitive

l l peril for Qwest. Further efforts to reduce Qwest's intrastate access charge rates without having

12 completed and implemented Phase II, can only be described as unfair. The following illustrates

la the amounts of access charge reductions Qwest has undertaken in relation to other carriers since

14 the Commission opened its Investigation into the cost of Telecommunications Access:

5

6

15

16 Qwest ILE Cs and CLECs

17

18

19

20

21

Order No.

63487

63487

63487

68604

Date Amount Order No .Date

4- 1 -01

4- 1 -02

4- 1 -03

4- 1 -06

Total

Amount

$5.0 M

$5.0 M

$5.0 M

$12.0 M

$27.0 M

There have been no known or quantifiable

access reductions for any ILEC or CLEC

in Arizona during this time frame.1

22

23

24 This history demonstrates that when it comes to intrastate switched access charge reductions in

25
1 Cox filed a tariff to restructure its access rates on 11/21/05. However, the amount of reduction 'm intrastate access
charges, if any, could not be verified from Cox's filing.26
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Arizona, Qwest has made reductions time and time again. None of the other ILE Cs in the state

have reduced their access charge rates, which are substantially higher than Qwest's. Further,

Cox, who is the largest competitive carrier in the state, charges access rates that are more than

double Qwest's.

For example, the local switching element of Qwest's tenninating switched access rate is

0.016 per minute, while the rate COX charges for the local terminating local switching element is

0.034 per minute. 2 Given Cox's substantial presence in the Phoenix market for local exchange

services, the largest metropolitan area in the state, the focus of switched access charge reduction

must turn to Cox and the other local exchange providers.

As the Commission is aware, Qwest's intrastate switched access rates are the lowest in

Arizona. Indeed, Qwest's rate has been described in the Phase II Access Charges Docket as the

"target" for reductions other carriers should make. As Verizon states in the Phase ll proceeding,

"As a starting point for access reform in Arizona, all carriers rates should be reduced to Qwest's

current intrastate levels ..." See Initial Comments of Verizon, Docket No. T-00000D-00-0672

and RT-00000H-97-0-37, January 7, 2008, page 4. See also Verizon List of Issues, Docket No.

T-00000D-00-0672 and RT-00000H-97-0137, October 7, 2008, page 2. AT&T's suggestion

that the Commission turn once again to scrutiny of Qwest's access charges before any reborn of

other carriers' rates, is out-of-turn and unfair. Phase II of the Access Charges docket must be

19

20

completed next, as the Commission contemplated when it bifurcated the docket.

It is ironic that AT&T has chosen this time to become so active on access charges. As is

21

22

23

24

often the case when a party seeking change, such as AT&T, says it wants something, but does

not pursue the matter for years, events overtake the debate. The FCC has a number of issues

before it which appear to be heading toward some form of resolution. A possible order on some,

or all of these issues is expected by November 5, 2008. At issue are general intercamer

25

26 2 See Qwest Corporation Arizona Access Service Price Cap Tariff, Section 6.8.2.A and Cox Arizona Telkom, LLC
Arizona CC Tariff No. 2, Section 3.10.2.
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compensation, ISP reciprocal compensation, and specific industry problems such as phantom

traffic and traffic pumping. In light of the impending FCC decisions in these matters, but

without benefit of knowing what those decisions may be, Commission action regarding access

charges is premature at best.

Qwest also believes that the Commission should understand the complete history of

AT&T's actions with regard to switched access. As noted above, there was a long hiatus

between AT&T's pushes for regulatory action on intrastate switched access rates. It could be

that the urgency AT&T once felt was diminished when AT&T was partially successful in

entering into private agreements with some CLECs for substantially discounted switched access

10 rates. Beginning in 2004, the Minnesota Public Utilities Commission conducted a series of

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

investigations focused on the fact that approximately 27 CLECs had entered into off-tariff,

untiled agreements in connection with their provision of intrastate switched access services to

selected IXCs, pNmaN1y*AT&T. See Minnesota PUC Dockets C-04-235, C-05-1282 and C-06-

498. In the course of those proceedings, a handful of the private agreements were made public.

Those agreements are not limited to the CLECs' provisioning of switched access in Mirmesota,

but are national in scope. Qwest has reason to believe that similar agreements were entered

between many CLECs in Arizona and AT&T. Qwest believes, based on AT&T's own public

comments in the Minnesota pleadings, that AT&T's practice was widespread and not limited to

the 27 CLECs identified in the Minnesota proceedings, In fact, AT&T explained, "[i]n the past

four years or so, AT&T has entered into hundreds of agreements based on the same form with

CLEC providers of switched access throughout the United States." See AT&T Comments,

Motion to Dismiss and Motion for Summary Judgment, Docket C-04-235 (MN PUT Aug. 19,

2004) (underline added). In addition, based on correspondence received from Cox in March

2008, Qwest believes that AT&T and Cox have entered into one or more agreements that provide

"discounts on Intrastate switched access services based on volume purchases of special access

services." Qwest submits that these private agreements between'CLECs and AT&T discriminate
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against carriers that are charged the tariffed rate. It is ironic that AT&T now comes back to the

Commission to seek regulatory resolutions after it has entered anti-competitive agreements such

as those described above with a number of CLECs.

Last, in this case Qwest merely asks that its Price Cap Plan be extended. Qwest has not

5 asked that its revenue opportunity be increased, that its authorized rate of return be adjusted, or

6 that any of its rates be raised. In those circumstances, AT&T's request that Access Charges be

7 reduced in this docket, are simply misplaced, and would amount to single issue ratemaking.

8 In summary, AT&T's request that in this proceeding Qwest's switched access rates be

9 reduced, is both poorly timed, inappropriate in the proceeding, and unfair.
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Original and 15 copies of the foregoing
were filed this 30th day of October, 2008 with:

3

4

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 850075

6 COPY of the foregoing mailed/emailed
this 30th day of October, 2008 to:
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Jane L. Rodda
Administrative Law Judge
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Ernest Johnson
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

11

12

13

Janie Alward, Chief Counsel
Arizona Corporation Commission
Legal Division
1200 West Washington Street
Phoenix, AZ 85007

Maureen A. Scott, Esq.
Legal Division
Arizona Corporation Colmnission
1200 West Washington Street
Phoenix, AZ 85007
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Michael W. Patten
Roshka DeWulf & Patten, PLC
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, AZ 85004

Thomas H. Campbell
Michael T. Heller
Lewis and Rosa
40 North Central Avenue
Phoenix, AZ 85004
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Peter Q. Nyce, Jr.
Regulatory Law Office
U.S. Army Litigation Center
901 N. Stuart Street, Suite 713
Arlington, VA 22203-1644

Gary A Yaquinto
AIC
2100 N. Central, Suite 210
Phoenix, AZ 85004
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Martin A. Aronson, Esq.
Morrill & Aronson, PLC
One E. Camelback, Suite 340
Phoenix, AZ 85012-1648

24

Daniel W. Pozefesky
Chief Counsel
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007
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26
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Mark A. DiNunzio
Cox Arizona Telkom, LLC
MS: DV3-16, Bldg. C
1550 West Deer Valley Road
Phoenix, AZ 85027

Joan S. Burke, Esq.
Osborne Macedon, PA
2929 N. Central Avenue, 21" Floor
Phoenix, AZ 85012
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Jeffrey W. Crockett
Snell & Wilmer
One Arizona Center
400 East Van Buren
Phoenix, AZ 85004-2202

Albert Stennan
Arizona Consumers Council
2849 East 8th Street
Tucson, AZ 85716
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Brian Thomas
Vice President Regulatory
Time Warner Telecom, Inc.
223 Taylor Avenue, North
Seattle, WA 98 l09

Jon Poston
ACTS
6733 East Dale Lane
Cave Creek, AZ 85331
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Armando Fimbres
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Timothy Berg
Theresa Dwyer
Fennemore Craig, P.C.
3003 North Central, Suite 2600
Phoenix, AZ 95012-2913
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Michael M. Grant
Gallagher & Kennedy, P.A.
2575 East Camelback Road
Phoenix, AZ 85016-9225
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