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EXCEPTIONS OF AT&T TO
RECOMMENDED PHASE VIA
OPINION AND ORDER

The Recommended Phase VIA Opinion and Order ("Phase VIA RO&O") largely proposes

to continue the Commission's efforts to reduce unbundled network element rates to be more

compliant with total element long-run incremental cost ("TELRIC") principles. Accordingly,

AT&T Communications of the Mountain States, Inc., and TCG Phoenix (collectively "AT&T")

support most of the determinations proposed in the Phase VIA RO&O. AT&T takes issue only

with three proposed decisions that do not reflect the evidence in this phase of the proceeding, and

AT&T recommends that the Commission adopt the Phase VIA RO&O with only the

modifications necessary to address the three exceptions discussed below.

SUMMARY OF EXCEPTIONS

AT&T takes exception to the following aspects of the Phase VIA RO&O:

In recent filings with the FCC and the Colorado Commission, Qwest has stated

that it no longer contends that the port cost developed by the HAI model needs to be increased to

cover the cost of switch features, but the Phase VIA RO&O proposes just such an increase.

2.

1.

The HAI model properly includes an adj vestment to account for cost savings



v.

associated with increased use of digital loop carrier ("DLC"). The Phase VIA RO&O incorrectly

eliminates this adjustment.

The Phase VIA RO&O requires the HAI model to be adjusted to account for the

costs of billing associated with switch usage, but the HAI model already accounts for such costs.

DISCUSSION

1. The Commission Should Not Increase the Port Rate to Include Additional
Costs for Switching Features.

The Phase VIA RO&O proposes not to change the existing analog line port rate because

"continuing the current overall $1.61 rate would effectively provide Qwest with a $0.51 per line

per month allowance for features costs, based on the results of the HAI model which produces a

recuning port rate of $1 . 10."1 The Order concludes that this result "reflects a reasonable middle

ground" between Qwest's proposal to include an additional charge for features and AT&T's

contentions that the HAI model already accounts for features costs. Qwest, however, now

concedes that features costs are included in the HAI model output. Qwest explained its current

position in a recent motion to the Colorado Public Services Commission to reduce the port

charges initially adopted by that commission:

At the FCC, AT&T has argued that an adjustment made by Qwest for
vertical features costs it believed were omitted from the HAI Model was
unnecessary. Based on those comments, Qwest has re-examined its adjustment.
As Qwest explained in its FCC reply comments, Qwest's $0.38 adjustment for
vertical features costs was based on its belief that the HAI Model utilized Qwest-
specific books of account as the starting point for its determination of the
forward-looking costs of digital switching maintenance. Since Qwest accounts
for applications software as an intangible amortization expense rather than as a
maintenance expense, however, Qwest believed that the costs for vertical features
were omitted from the HAI Model.

Upon reexamination, Qwest has not been able to refute the possibility that
the version of the HAI Model used in Docket No. 99A-577T overrides the Qwest

1 Phase VIA Ro&o at 16.
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accounting data with a "user defined input." In this case, the Model uses a digital
switch maintenance factor of 0.0558 instead of the lower, Qwest-specific factor of
0.04209. According to the HAI Inputs portfolio, the origin of the higher 0.0558
switching factor is not the Qwest 2000 ARMIS data, but a "New England
Telephone Company Incremental Cost Study." Qwest cannot verify that this is
the correct origin of this factor, or that the New England company included
applications software in Account 6212, Digital Switching Expense, for this
"incremental cost study", however, neither can Qwest refute AT&T's assertion
that this factor includes vertical feature costs. Since the HAIfactor is higher
than the factor based upon Qwest's actual accounting that excludes the
application software expense, it is plausible that the application sofhvare is
included in the HAIfactor. As such, Qwest will eliminate its vertiealfeature-
related alhustment to the switch port rate in Colorado, thereby reducing the rate
to $1.15 in order to remove any residual controversy over this issue.2

Qwest also conceded to the FCC that features costs are included in the HAI model output

when Qwest supplemented its Section 271 filing to reduce UNE rates, including the port charge,

in Colorado and in all other states in which Qwest reduced UNE rates using Colorado rates as a

benchmark.3 Qwest is continuing to maintain this position in other states as well. The Utah

Public Service Commission is reexamining Qwest's unbundled switching and other UNE rates,

and in testimony Qwest recently filed in that proceeding, Qwest no longer contends that the HAI

model output should be increased to account for features costs.4

The Commission should not base any determination on a position that Qwest has

abandoned. Because Qwest no longer takes the position that the HAI model output does not

include switching features costs, no addition of $0.51 - or any other amount -- is appropriate to

2 In re Colorado Public Utilities Commission 's Recommendation to the FCC Regarding Qwest's
Provision often-Region, InterLATA Services in Colorado, Docket No. 02M-260T, Qwest's
Motion for Approval of Exhibit A Pricing Changes in 8th Revised SGAT, at 2-3 (Aug. 2, 2002)
(footnotes omitted and emphasis added) (a copy of the motion is attached as Exhibit A for the
Commission's reference).

3 In re Qwest Communications International, Inc., Consolidated Application for Authority to
Provide In-Region InterLATA Services in Colorado, Idaho, Iowa, Nebraska, and North Dakota,
WC Docket No. 02-148, Reply Declaration of Jerrold L. Thompson at 23-25 (July 2002).

4 See, e.g., In re Determination oft re Cost of the Unbundled Loop of Qwest, Utah PSC Docket
No. 01-049-85, Rebuttal Testimony of Robert Brigham on behalf of Qwest (Aug. 16, 2002).
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the rate resulting firm the model run. Accordingly, the Commission should modify the Phase

VIA RO&O to establish the port charge based on the HAI model output without any adjustment

for additional features costs.

2. The HAI Model Properly Includes an Adjustment to Account for Cost
Savings Associated With Increased Use of DLC Technology.

The HAI model includes an adjustment to account for cost savings associated with

increased use of integrated DLC, which is less costly because lines served via integrated DLC do

not use the main distribution frame and use a multiplexed switch port termination that is less

expensive on a per-line basis than the corresponding analog line interface. The switching

investments used in the model assume that Qwest serves 18.3% of the total number of lines with

DLC, but because DLC systems are a forward-looking network technology, the percentage

actually used to estimate costs should be higher than this default value. Largely basedon a

similar FCC decision, however, the Phase VIA RO&O concludes that the CLECs did not present

"sufficient evidence in this case to support their claim that an additional offset for analog line

circuit should be included."5 The Commission should not adopt this conclusion.

AT&T and WorldCom presented the testimony of Richard Chandler, who testified that a

forward-looking network in Arizona would deploy DLC to serve almost 71% of the 1ines.6

Unlike the generic proceeding at the FCC, this evidence is specific to Arizona and more than

adequately supports the proposed offset. Indeed, without that offset, the HAI model would be

internally inconsistent, assuming 71% deployment of DLC for some purposes and 18.3% for

others. The result would be that "switching investment and hence cost would be overstated on a

5 Phase HA RO&O at 18.

6 Ex. AT&T/WorldCom 8 (Chandler Rebuttal) at 6.
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forward-looking basis."7 Accordingly, the Commission should modify the Phase VIA RO&O to

adopt the analog line circuit offset in the HAI model.

3. The HAI Model Already Includes Switch Usage Billing Costs and Requires
No Adjustment.

The Phase VIA RO&O agrees with "Qwest claims that the HAI model underestimates

switching costs because it does not include the cost of billing for switch usage," and concludes

that "[t]he HAI model should therefore be adjusted to account for the costs of billing associated

with switch usage."8 The HAI model, however, already includes these costs, and no further

adjustment is warranted.

Billing for switch usage is included among the expenses captured by the model.9 Among

the expenses included in the HAI model are costs for Cam'er to Camlet Customer Service. These

expenses are developed based on the costs incurred to provide switched access to interexchange

cam'ers and include costs associated with Carrier Access Billing Service ("CABS"), which

Qwest and other local exchange companies use to bill for switch usage.1° The HAI model thus

already includes costs associated with billing for switch usage.

Qwest's claim to the contrary is simply erroneous. Qwest, moreover, never proposed any

specific adjustments to the HAI model to account for the alleged lack of billing costs, even

7 rd.

8 Phase VIA Ro&o at 19.

9 The Phase VIA RO&O appears to give credence to Qwest's claim because AT&T witness
Richard Chandler was unable to state where in the model the cost of billing for switch usage is
included. Mr. Chandler, as the developer of the network components of the HAI Model, is
thoroughly familiar with the engineering aspects of the model. Because the expense components
were primarily developed by others, he is not as familiar with the details of some of the expense
inputs. His inability to identify the specific location in the model where the cost of billing for
switch usage is included reflects only Mr. Chandler's unfamiliarity with that aspect of the model
and does not suggest the absence of those costs from the model.

10 HAI Inputs Portfolio, Section 5.5.11 & Appendix c.

419001 5



though Qwest proposed modifications to cure other Qwest-alleged "deficiencies" with the HAI

model. Had Qwest been convinced of the absence of billing costs from the model, Qwest would

have proposed a specific model adjustment to include (or at least quantify) those costs. The

Commission should give no weight to Qwest's unsubstantiated criticism, particularly where, as

here, the claim is demonstrably incorrect. Accordingly, the Commission should revise the Phase

VIA RO&O to conclude that no adjustment to the HAI model for switch usage billing costs is

appropriate or required.

CONCLUSION

For the foregoing reasons, the Commission should adopt the Phase VIA RO&O but only

after making the modifications recommended above.

Dated this 25th day of November 2002.

AT&T COMMUNICATIONS OF THE
MOUNTAIN STATES, INC.

By: 1 , J
Richard S. Wolters
1975 Lawrence Street, #1503
Denver, Colorado 80202
303-298-6741 Phone
303-298-6301 Facsimile
rwolters@att.com E-mail

Gregory J. Kopta
DAVIS WRIGHT TREMAINE LLP
1501 Fourth Avenue
2600 Century Square
Seattle, WA 98101-1688
206-628-7692
206-628-7699 (Facsimile)

Attorneys for AT&T Communications of the
Mountain States, Inc.
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CERTIFICATE OF SERVICE

Thereby certify that the original and 13 copies of Exceptions of AT&T to Recommended Phase
VIA Opinion and Order, regarding Docket No. T-00000A-00-0194, were hand delivered this 25th
day of November, 2002, to :

Arizona Corporation Commission
Docket Control - Utilities Division
1200 West Washington Street
Phoenix, AZ 85007

and that a copy of the foregoing was hand-delivered this 25th day of November, 2002 to the
following:

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

Maureen Scott
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Lyn Farmer
Chief Hearing Officer
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Dwight D. Nodes, ALJ
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

and that a copy of the foregoing was sent via United States Mail, postage prepaid, on the 25th day
of November, 2002 to the following:

Timothy Berg
Fennemore Craig, P.C.
3003 North Central Ave.
Suite 2600
Phoenix, AZ 85012
Attorneys for Qwest

Janet Livengood
Z-TEL Communications, Inc.
601 South Harbour Island
Suite 220
Tampa, Florida 33602
Attorneys for Z-Tel Communications, Inc.

Steve Sager, Esq.
McLeod USA Telecommtmications
Service, Inc.
215 South State Street, 10th Floor
Salt Lake City, Utah 84111
Attorneys for McLeod USA

Ray Heyman
Roshka Herman & DeWulf
400 North 5th Street
Suite 1000
Phoenix, AZ 85004
Attorneys for Alltel Communications
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Michael W. Patten
Roscoe Herman & DeWu1f
400 North 5th Street
Suite 1000
Phoenix, AZ 85004
Attorneys for Cox, e-spire, McLeod USA,
Teligent, Z-Tel, MGC Communications

Marti Allbright, Esq.
MPOWER Communications Corporation
5711 South Benton Circle
Littleton, CO 80123
Attorneys for MGC Communications

Dennis Ahlers
Echelon Telecom, Inc.
730 Second Avenue South
Suite 1200
Minneapolis, MN 55402
Attorneys for Echelon Telecom, Inc.

Thomas H. Campbell
Lewis & Rock LLP
40 N. Central Avenue
Phoenix, AZ 85004
Attorneys for Rhythms Links, Inc., WorldCom,
Echelon Telecom, Allegiance

Thomas F. Dixon
WorldCom, Inc.
707 17'" Street
Suite 3900
Denver, CO 80202
Attorneys for WorldCom

John Connors
WorldCom, Inc.
Law and Public Policy
707 17th Street, Suite 3600
Denver, CO 80202
Attorney for WorldCom

Darren S. Weingard
Stephen H. Kukta
Sprint Communications Co.
1850 Gateway Drive
7th Floor
San Mateo, CA 94404-2647
Attorneys for Sprint

Eric Heath
Sprint Communications
100 Spear Street
Suite 930
San Francisco, CA
Attorneys for Sprint

Steven J. Duffy
Ridge & Isaacson, P.C.
3101 North Central Avenue
Suite 1090
Phoenix, AZ 85012-2638
Attorneys for Sprint

Megan Doberneck, Senior Counsel
Nancy Mirabella, Paralegal
Coved Communications Company
4250 Burton Drive
Santa Clara, CA 95054
Attorney for Covad

Penny Bewick
New Edge Networks
P.O. Box 5159
3000 Columbia House Blvd.
Vancouver, Washington 98668
Attorneys for New Edge

Michael M. Grant
Gallagher and Kennedy
2575 E. Camelback Road
Phoenix, AZ 85016-9225
Attorneys for ELl, Coved, New Edge
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Michael B. Hazzard
Kelley Drye and Warren
1200 19th Street, NW
Washington, DC 20036
Attorneys for Z-Tel Communications

Scott S. Wakefield
RUCO
1110 West Washington
Suite 220
Phoenix, AZ 85007

Andrea Harris
Allegiance Telecom
2 l01 Webster
Suite l580
Oakland, CA 94612

Kevin Chapman
SBC Telecom, Inc.
300 Convent Street, Room 13-Q-40
San Antonio, TX 78205

Brian Thomas
Vice President, Regulatory - West
Time Warner Telecom, Inc.
223 Taylor Avenue North
Seattle, WA 98 l09
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

Docket No. 02M-260T

IN THE MATTER OF THE COLORADO PUBLIC UTILITIES COMMISSION'S
RECOMMENDATION TO THE FEDERAL COMMUNICATIONS COMMISSION
REGARDING QWEST CORPORATION'S PROVISION OF IN-REGION, INTERLATA
SERVICES IN COLORADO

QWEST C()RPORATION'S MOTION
FOR APPROVAL OF EXHIBIT A PRICING CHANGES

IN 8TH REVISED SGAT AND
REQUEST FOR SHORTENED RESPONSE TIME AND EXPEDITED RULING

Qwest Corporation ("Qwest"), through its undersigned counsel, hereby requests that this

Commission grant it leave to amend Exhibit A to Qwest's 8th Revised Statement of Generally

Available Terms and Conditions (SGAT). A clean and red-lined copy of Exhibit A are attached

hereto. In particular, Qwest requests leave to make changes to the rates for the switch port and

the high frequency portion of the loop used for line sharing. In addition, Qwest is also clarifying

the OSS ongoing maintenance per order charge. As grounds for this motion, Qwest states as

follows :

On June 13, 2002, the Commission determined that the rates filed by Qwest in

Exhibit A to the SGAT to the SGAT and Appendix A complied with the Commission's decisions

in Docket No. 99A-577T.1

Qwest filed its 271 application with the Federal Communications Commission

(FCC) on June 13, 2002 and the Department of justice issued its recommendation for approval

2.

1.

1 Decision No. C02-718, adopted June 13, 2002, mailed June 26, 2002.



on July 23, 2002. In response to comments filed by CLECs concerning certain prices in the

application, and consistent with its comments in WC Docket No. 02-148,2 Qwest proposes the

following modifications to its Colorado rates :

Line sharing (Ex. A, 9.4.1). While Qwest does not agree with the comments of those

CLECs advocating a zero price for the high frequency portion of the loop, Qwest is nonetheless

proposing a modification to the Commission-approved rate for the high frequency portion of the

loop used in line sharing arrangements by establishing geographically deaveraged rates. This

modification would be subject to review in Phase II of the cost docket proceedings. Qwest

submits this proposal in order to minimize residual controversy concerning this rate element.

Qwest proposes to establish geographically deaveraged HFPL rates using a formula that

incorporates the same proportions as the geographic deaveraging of the loop, except that, to

preclude any claim by CLECs that Qwest has unilaterally impose a price increase, Qwest will not

increase the HFPL rate in Zone 3 beyond the level of the current, averaged rate of $4.89. Qwest

submits that the deaveraging of this rate element gives CLECs additional flexibility in their

business plans and reduces any inconsistency between an averaged HFPL rate on the one hand

and a geographically deaveraged loop rated on the other.

Switch port rate (Ex. A, 9.11.1 and 9.11.2). At the FCC, AT&T has argued that an

adjustment made by Qwest for vertical features costs it believed were omitted from the HAI

Model was unnecessary. Based on those comments, Qwest has re-examined its adjustment. As

Qwest explained in its FCC reply comments, Qwest's $0.38 adjustment for vertical features costs

2 In the Matter of Qwest Communications International Inc. Consolidated Application for
Authority to Provide In-Region, InterLAy TA Services in Colorado, Idaho, Iowa, Nebraska and North
Dakota, WC Docket No. 02-148.
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was based on its belief that the HAI Model utilized Qwest-specific books of account as the

starting point for its determination of the forward-looking costs of digital switching

maintenance? Since Qwest accounts for applications software as an intangible amortization

expense rather than as a maintenance expense, however, Qwest believed that the costs for

vertical features were omitted from the HAI Model.

Upon reexamination, Qwest has not been able to refute the possibility that the version of

the HAI Model used in Docket No. 99A-577T overrides the Qwest accounting data with a "user

defined input." In this case, the Model uses a digital switch maintenance factor of 0.0558 instead

of the lower, Qwest-specific factor of 0.04209. According to the HAI Inputs portfolio, the origin

of the higher 0.0558 switching factor is not the Qwest 2000 ARMIS data, but a "New England

Telephone Company Incremental Cost Study."4 Qwest cannot verify that this is the correct

origin of this factor, or that the New England company included applications software in Account

6212, Digital Switching Expense, for this "incremental cost study", however, neither can Qwest

refute AT&T's assertion that this factor includes vertical feature costs. Since the HAI factor is

higher than the factor based upon Qwest's actual accounting that excludes the application

software expense, it is plausible that the application software s included in the HAI factor. As

such, Qwest will eliminate its vertical feature-related adjustment to the switch port rate in

3 Qwest understands that as a general matter, the HAI Model uses each individual ALEC's
network expenses, as reported through ARMIS, as the starting point to develop the forward-looking
operating expenses that an efficient carrier would face in that ALEC's service area. However, as
discussed in the following paragraph, this may be true in most circumstances, but apparently not
ubiquitously.

4 HAI Model Release 5.2, Inputs Portfolio, Appendix C, p. 174.
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Colorado, thereby reducing the rate to $1.15 in order to remove any residual controversy over

this issue.

OSS Ongoing maintenance per order (Ex. A, 12.2). There is no charge for this element

at this time, however the notation to that effect is included under the recurring rate heading rather

than the non-recumlng rate heading. Qwest has moved the notation to the non-reouning column.

Multiplexing (Ex. A, 7.4). In Decision No. C02-409, the Commission-ordered rates for

DS1 to DSO per arrangement were $156.81 (R) and $272.52 (NR) and the Commission-ordered

recurring and non-recurNng rates for DS3 to DS1 per arrangement were set at $157.16 and

$279.00, respectively. The rates for each of these two products were inadvertently transposed

when the Exhibit A was produced and filed by Qwest in its June 12, 2002 Errata filing. with this

filing, this transposition is being corrected to accurately reflect the Commission-ordered rates.

Request for Shortened Response Time and Expedited Ruling

The changes to rates proposed in this motion are reductions in existing prices.

Qwest requests that these rate modifications and clarification be made effective by no later than

August 15, 2002 so that Qwest can begin offering these new, reduced rates available to its

customers.

The rate reductions proposed in this filing are being offered in response to CLEC

comments with respect to the Colorado rates. Under the circumstances, Qwest submits that good

cause exists for shortening the response time to this motion and granting the relief requested on

an expedited basis. Conversely, Qwest submits that no party will be harmed by Qwest's

reduction of these rates.

3.

4.
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WHEREFORE, Qwest respectfully requests that this Commission enter an order

approving the modifications to Exhibit A described in this motion, shortening response time to

the motion to 7 days, or Friday, August 9, 2002, and ruling on this motion on an expedited basis

such that the modifications, if approved, become effective by no later than August 15, 2002 .

RESPECTFULLY SUBMITTED this 2nd day of August, 2002.

Qwest Corporation

By:
Kris A. Ciccolo, #17948
Qwest Services Corporation
Policy and Law
1005 17th Street, Suite 200
Denver, Colorado 80202
303-896-5675
303-896-6095 (fax)
kciccol@qwest.com

Attorneys for Qwest Corporation
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CERTIFICATE OF SERVICE

Thereby certify that an original and five copies of the above and foregoing QWEST

CORPORATION'S MOTION FOR APPROVAL OF EXHIBIT A PRICING CHANGES
IN eTH REVISED STATEMENT OF GENERALLY AVAILABLE TERMS AND
CONDITIONS AND REQUEST FOR SHORTENED RESPONSE TIME AND
EXPEDITED RULING was hand delivered this 2nd day of August, 2002, to the following:

Mr. Bruce N. Smith
Colorado Public Utilities Commission
Executive Secretary
1580 Logan St., Office Level 2
Denver, CO 80203

and a copy has been hand delivered on the following:

**Joseph Molloy
Colorado Public Utilities Comm'n
1580 Logan St., OL-2
Denver, CO 80203

**Mane Jennings-Fader
Assistant Attorney General
1525 Sherman st., 5"' Floor
Denver, CO 80203

and a copy was served electronically to each person on the e-mail distribution list for this
docket.
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