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1 - Summary of Testimony of D.M. (Marti) Gude

2 D.M. (Marti) Gude is employed by Qwest Corporation. In her position of Director — Cost
3 Accounting, she is responsible for various regulatory and management accounting functions. Her
4 responsibilities include preparing and analyzing embedded cost studies and information relating
> to cost studies that Qwest uses for purposes such as deregulation, cost accounting, regulatory

: ﬁlings7 and the development of TELRIC-based cost study factors.

8‘ Her testimony first describes adjustments that Qwest has made to its TELRIC-based cost
9 [ factors that are used in the cost studies that Qwest has presented in this docket. These

10 | adjustments to Qwest’s factors recognize the Arizona Commission’s latest authorized rate of

11 return, incorporate the depreciation salvage values that the Commission has established,

12 . . -
incorporate the appropriate Arizona sales tax rates, and exclude sales tax where appropriate for
13
the development of the total installation or “TIF” factor.
14
15 Her rebuttal testimony then responds to the testimony of Mr. Thomas H. Weiss, Mr.

16 | Michael Hydock, and Mr. Roy Lathrop, presented on behalf of AT&T Communications of the
17 | Mountain States, Inc., WorldCom, Inc., and XO Arizona, Inc., and the testimony of Dr. Francis

18 | R. Collins, presented on behalf of Cox Arizona Telecom, L.L.C., as well as the testimony of Mr.

19 William Dunkel, presented on behalf of the Arizona Commission Staff.
20
Her testimony responds to various challenges that these witnesses have raised concerning
21
- the TELRIC-based cost studies that Qwest presented in its direct case. The issues relating to the
23 cost studies that Ms. Gude addresses in this testimony include a discussion of:
24
25
26
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1 e The inclusion in Qwest’s studies of costs relating to product management, sales,

2 uncollectible, network operations, planning, research and development, and other
3 general and administrative costs (Weiss);
: e The appropriate treatment of potential productivity changes arising from the
6 merger between Qwest and U S West (Weiss and Hydock);
7 e Proper interpretation of expense trends relating to network-related operations
8 expenses (Hydock);
9 o Qwest’s use of the TPI Inflation Index (Hydock);
10 o The development and application of Power and Land and Building cost factors
1; (Lathrop);
13 o The Cox proposals relating to Commission-prescribed cost of capital and
14 depreciation-related capital costs (Collins);
15 e Appropriate “overhead” factors (Dunkel);
16 e “Current to Book” cost application for maintenance factors (Dunkel);
17 In addition, Ms. Gude’s rebuttal testimony addresses the testimony of Mr. Douglas
12 Denney, presented on behalf of AT&T Communications of the Mountain States, Inc.,
20 WorldCom, Inc., and XO Arizona, Inc. She responds to erroneous inputs, factors and/or

21 I assumptions employed by Mr. Denney in his run of HAI 5.2a model. The issues that Ms. Gude

22 | addresses relating to the HAI model include:

23 e Improper HAI depreciation parameters and capital costs associated with
24 . : . : : :
investments relating to network interface devices, serving area interfaces, and
25
drops;
26
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Improper HAI exclusion of product management and sales costs;

e Improper HAI use of cost reduction factors for general support costs;

e Improper HAI use of a cost reduction factor of 50% for plant operations expenses;
and

e Improper HAI use of a corporate overhead factor of 10.4 percent.
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ORIGINAL and 10 copies of the
foregoing hand-delivered for filing
this 16th day of July, 2001 to:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

COPY of the foregoing hand-delivered and faxed
this 16th day of July, 2001, to:

Maureen Scott

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

10 | Phoenix, Arizona 85007
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11 | Deborah R. Scott, Director

Utilities Division

12 || ARIZONA CORPORATION COMMISSION
1200 West Washington

13 | Phoenix, Arizona 85007

14 | Lyn Farmer, Chief Arbitrator

Hearing Division

15 | ARIZONA CORPORATION COMMISSION
1200 West Washington

16 | Phoenix, AZ 85007

17 | Dwight D. Nodes, Administrative Law Judge
Hearing Division
18 [ ARIZONA CORPORATION COMMISSION

1200 West Washington
19 | Phoenix, AZ 85007
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1 CERTIFICATE OF SERVICE
2 || A copy of the foregoing has been mailed and/or faxed on this 16th day of July, 2001, to the
following:
3
Richard S. Wolters Attorney for AT&T
4 AT&T rwolters@att.com
1875 Lawrence Street, Room 1575 fax: 303-294-7338
5 Denver, CO 80202-1847
6 Rex M. Knowles Attorney for XO Communications
: XO Communications, Inc. rknowles@nextlink.net
7 111 E. Broadway, Suite 1000 fax: 801-983-1667
Salt Lake City, UT 84111
8
Joan Burke Local Counsel for AT&T and XO
9 OSBORN MALEDON, P.A. ' Communications
2929 N. Central Avenue, 21* Floor jsburke@omlaw.com
10 Phoenix, AZ 85067-6397 fax: 602-640-6074
11 Mary S. Steele Attorneys for AT&T Communications of the
Greg Kopta Mountain States, Inc. and Nextlink
12 DAVIS WRIGHT TREMAINE LLP marysteele@dwt.com
2600 Century Square gregkopta@dwt.com
13 1501 Fourth Avenue fax: 206-628-7699
Seattle, WA 98101-1688
14
Janet Livengood Attorney for Z-Tel Communications
15 Z-TEL COMMUNICATIONS, INC. jlivengood@z-tel.com
601 South Harbour Island fax: 813-273-6861
16 Suite 220
17 Tampa, Florida 33602
Steve Sager, Esq. Attorney for McLeodUSA
18 McLeodUSA TELECOMMUNICATIONS | Telecommunications Service Inc.
SERVICE, INC. ssager@mcleodusa.com
19 | | 215 South State Street, 10® Floor fax: 801-993-5870
50 Salt Lake City, Utah 84111
Ray Heyman Attorney for Alltel Communications
21 ROSHKA HEYMAN & DeWULF rheyman@rhd-law.com
400 North 5™ Street, Suite 1000 fax: 602-256-6800
22 | | Phoenix, AZ 85004
23 | [Michael W. Patten Attorney for Cox Arizona Telecom, Inc., e-
ROSHKA HEYMAN & DeWULF spire™ Communications, McLeodUSA
24 | | 400 North 5 Street, Suite 1000 Telecommunications Services, Inc., Teligent,
Phoenix, AZ 85004 Z-Tel, MGC Communications
25 mpatten@rhd-law.com
fax: 602-256-6800
26
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Marti Allbright, Esq.

MPOWER COMMUNICATIONS
CORPORATION

5711 South Benton Circle
Littleton, CO 80123

Attorney for MGC Communications
marti@allbright.org

Dennis Ahlers

Senior Attorney

ECHELON TELECOM, INC.

730 Second Avenue South, Suite 1200
Minneapolis, MN 55402

Attorney for Echelon Telecom, Inc.
ddahlers@aticomm.com
fax: 612-376-4411

Thomas H. Campbell
LEWIS & ROCA

40 N. Central Avenue
Phoenix, AZ 85007

Attorneys for Rhythms Links, Inc., Time
Warner, WorldCom, Echelon Telecom,
Allegiance

tcampbell@lrlaw.com

fax: 602-734-3841

Thomas F. Dixon
WorldCom, Inc.
707 17" Street
Denver, CO 80202

Attorney for WorldCom

thomas.f.dixon@wcom.com
fax: 303-390-6333

John Connors

WorldCom, Inc.

Law and Public Policy
707 17" Street, Suite 3600
Denver, CO 80202

Attorney for WorldCom

John.connorsl@wcom.com
fax: 303-390-6333

Darren S. Weingard

Stephen H. Kukta

SPRINT COMMUNICATIONS CO.
1850 Gateway Drive, 7" Floor

San Mateo, CA 94404-2647

Attorneys for Sprint Communications

darren.weingard@mail.sprint.com

stephen.h. kukta@mail.sprint.com
fax: 650-513-2737

Eric Heath

SPRINT COMMUNICATIONS CO.
100 Spear Street, Suite 930

San Francisco, CA 94105

Attorney for Sprint Communications
eric.s.heath@mail.sprint.com
fax: 415-371-7186

Steven J. Duffy

RIDGE & ISAACSON, P.C.

3101 North Central Avenue, Ste. 1090
Phoenix, Arizona 85012-2638

Attorney for Sprint Communications
sduffy@sprintmail.com
fax: 602-230-8487

Megan Doberneck, Senior Counsel
Nancy Mirabella, Paralegal

COVAD COMMUNICATIONS

Attorney for Covad Communications

mdoberne@covad.com

nmirabel@covad.com
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COMPANY
4250 Burton Drive
Santa Clara, CA 95054

fax: 408-987-1111

Penny Bewick

NEW EDGE NETWORKS

PO Box 5159

3000 Columbia House Blvd.
Vancouver, Washington 98668

Attorney for New Edge Networks
pbewick@newedgenetworks.com
fax: 360-693-9997

Michael Grant

Todd C. Wiley
GALLAGHER & KENNEDY
2575 E. Camelback Rd.
Phoenix, AZ 85016-9225

Attorneys for Electric Lightwave, Inc.,,
COVAD Communications, Inc., New Edge
Networks

mmg@gknet.com

fax: 602-530-8500

Michael B. Hazzard

KELLEY DRYE AND WARREN
1200 19™ Street, NW

Washington, DC 20036

Attorney for Z-Tel Communications
mhazzard@kelleydrye.com
fax: 202-955-9792

Scott S. Wakefield

RUCO

2828 N. Central Avenue, Suite 1200
Phoenix, AZ 85004

Attorney for RUCO
swakefield@azruco.com
fax: 602-285-0350

Andrea Harris
ALLEGIANCE TELECOM
2101 Webster, Suite 1580
Oakland, CA 94612

Attorney for Allegiance Telecom
andrea.harris@allegiancetelecom.com
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