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PROCEEDI NGS
(1:39 p.m)
MS. ATTWOOD: Okay. Thanks everybody for
com ng. | am Dorothy Attwood, Chief of the Conmon
Carrier Bureau, identifying nyself for the record. It

woul d be useful | think if we talked to you all, for

pur poses of the record, if you could identify yourselves.

MR. STILLMAN: | am Brad Stillman with Worl dCom
MR. GRIECO Don Gieco with WrldCom

MR. GOLDFARB: Chuck Gol dfarb, Worl dCom

MR. HULTQUI ST: Hank Hul t qui st, Worl dCom

MR. RANDOLPH: Scott Randol ph, Veri zon.

MR. GUMPER: Frank Gunper, Verizon.

MR. SHAKIN: Ed Shakin, Verizon.

MS. CAREY: M chelle Carey, FCC

MS. DONOVAN- MAY: Jodi e Donovan- May, FCC.

MR. NAVIN: Tom Navi n, FCC.

MR. REYNOLDS: d enn Reynolds, FCC.

MS. ATTWOOD: Great. Well, thanks for com ng.

The reason we wanted to have you both here was because we
have been hearing from both of you separately. And,

obvi ously, there have been a | ot of pleadings in the
matter and thought it would ease our own purposes in
trying to resolve sone of these issues if we could have

you together and have you explain to us | guess a little bit nore
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your positions.

We thought it would be useful initially if you
could just spend a few m nutes each side in a nutshel
trying to making clear kind of what your viewis, the
requested relief. And then we will dive into how we
think the questions we still have outstanding in |ight of
| ooking at the exhibits.

MR. STILLMAN: From Worl dConi s perspective, what
we had done is taken a | ook at the suppl ement order and
tried to identify what we felt would be the | east
controversial group of circuits that we wanted to
identify for purposes of getting a waiver of the rule
because as we saw the objective of the FCC, it canme down
to trying to nake certain that there was not an effort by
any carrier to take what is dedicated services and switch
themto UNEs under the ternms of this order.

And t he proposal that was reached by several
CLECs and sone of the ILECs was quite limted inits
scope and unfortunately for our purposes based on the
desi gn of our network did not permt us to convert what
are wholly local services to UNEs. And we thought that
the goal of the FCC was to allow |ocal services to be
converted to UNEs, but to do so in a way that woul d not
ri sk the whol esale switching of dedicated services to

UNEs which the FCC did not want to permt at this point
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under that particul ar order.
So in going back and | ooking at our network, we
identified -- there is a variety of services that we
t hi nk should be able to be converted. But we limted our
wai ver to only those circuits that are providing 100
percent |ocal service. |In other words, we are selling as
a | ocal service. And so our goal here was to make this
t he easy question for purposes of a Comm ssion review.
And whil e we understood that the sinple fact
that these circuits were connected to our classified
switch was sonething that the FCC was not willing to sort
of apply as a general matter across the industry. W
then focused on identifying fromour engi neers what nade
that fact, the connection for a classified swtch,
determ native for purposes of the FCC in the case of
Wor I dCom specifically. And that is what we have been
trying to do with the waiver.
MS. ATTWOOD: Okay. Do you have a response?
MR. SHAKI N: Yes, | guess the way Verizon | ooks
at the petition, we look at it in two ways. One is with
respect to the relief that they are seeking, it really
goes through three or four of the fundamental points of
the supplenmental clarification order. Really, what the
suppl enmental clarification order was about was devel opi ng
a safe harbor
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And rather than waive it for sone specific
circunstance or sonething that they didn't suggest is now
is possible, what they have done is taken every -- al nost
every, single point that the Comm ssion addressed in the
order and asked for a waiver of that point. And all of
these issues were raised by MCI and rejected in the
context of the order. So it is not as if there is
sonet hi ng new.

But even nore troubling is the way they get
there, we are concerned, is a pre-judgenent of the next
proceedi ng whi ch the Conm ssion has said they are going
to do at sonme point next year which is rapidly
approachi ng. What the Conm ssion did in the suppl enent al
order is put in a safe harbor as a tenporary measure
until it fully considers the question of the
interrel ati onshi p between special access and | ocally.

Particularly, the Comm ssion said that, "The
exchange access market occupies a different |egal
category fromthe nmarket for tel ephone exchange servi ce.

And unless we find that these markets are inextricably
interrelated in these other respects, it is unlikely that
Congress intended to conpel us once we determ ned the
network el enment nmeets the inpair standard for |oca
exchange market, to grant conpetitors access for that
reason alone without further inquiry to the sane market
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el ement solely or primarily for use in the exchange
access market." And that is exactly what MCl is trying
to get here.

MS. ATTWOOD: And where are you quoting that
fronf

MR. SHAKIN: That is paragraph 14 of the
suppl enmental clarification order. And that is exactly
what they have done. The way they get to 100 percent
local is -- and then I amjust quoting from page 8 of
their petition -- is they define local switched as "Il ocal
exchange and sw tched access.”

So what they are really saying is that we are
100 percent local if you count switched access as | ocal.

And, indeed, if they were truly 100 percent |ocal, they
woul d qualify for one of the options under the existing
rule. The reason they don't qualify for one of the
options under the existing rule is because they are not
100 percent local. They have a certain anmount of
swi tched access and they've said they don't want to
measure that.

And so | guess the bottomline is we think that
the rules under the bright line test, the safe harbor
rules give themthe opportunity to do what they want to
do if they truly are predom nantly local. And if they
are not, they shouldn't qualify.
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MR. HULTQUI ST: May | respond to that?

MS. ATTWOOD: Yes. Well, | would like to
actually ask you to respond to the definitional issue
t hat he has raised.

MR. HULTQUI ST: Yes. The first one is that the
| anguage cited in paragraph 14 goes on to say that
"Before we can determ ne the extent to which denial of
access" -- this is actually in paragraph 16 -- "denial of
access to network elenments would inpair carrier's ability
to provide special access services."

The ot her market that the Conm ssion was
referring to in the supplenmental order clarification
where they are saying we haven't yet detern ned
i npairnment isn't the market for switched access. It is
the market for dedicated access services. And that is
the thing that the Comm ssion intended in the suppl enent
order clarification, not to conclude.

The suppl emental order clarification nowhere
says that there is a different inpairnment analysis for
swi tched access services than there is for |ocal exchange
services. And it could not because switched access
services are a necessary byproduct of |ocal exchange
service.

Ri ght now, we have, you know, thousands of UNE-P
custonmers that we are providing service to. W admt,
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8
t hose custonmers make and receive |long distance calls just

as custoners who have dedicated T-1 connections to our

| ocal switches al so make and receive |long distance calls.
MS. ATTWOOD: Well, but | just need to clarify

because | think both of you are fundanentally opposed to

in one -- it seenms to us when we were review ng the

record on one point, you guys are describing swtched

access as local. Right? And you are saying that is an
unresol ved question. Is that correct?

MR. SHAKIN: | would even go further that
switched access is not local. The unresolved question
is, is the UNE treatnent. But switched access by

definition is not |ocal.

MS. ATTWOOD: And where do you find support for
t hat conclusion other than this order? | -- | nean,
ot her than that paragraph 14, is there any tine where the
Comm ssion previous to this has indicated that swtched
access is not local? And by the sane token, while you
are thinking --

MR. GUMPER: Well, let nme say, when we went
t hrough this debate both in terns of the first
clarification and then the second clarification and the
three different versions we cane up with here, the intent
was that you wanted to make sure that people -- CLECs
were providing | ocal exchange service were in effect
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going to be able to use the UNE conbi nati ons instead of
having to purchase switched access.

MS. ATTWOOD: Ri ght.

MR. GUMPER: And the criteria were based upon
things like local voice traffic, that people were using
t hese services not as nmeans to bypass switched access in
order because, you know, the class of services we are
tal ki ng about here that you would put on a T-1 really are
| ong distance calling froma |arge vol une busi ness
customer. That beconmes dedi cated because that business
custonmer has traffic volunes that nake it cheaper to go
out and purchase a direct pipe to the POP instead of
paying us the switched access rates. That is basically
what the traffic is we are tal king about here.

And when we were | ooking at these definitional
i ssues, the one requirenent that we were trying to conme
to was to say, okay, we wanted to make sure that people
weren't gaining this process and using EELs primarily to
transport long distance traffic to POPs. So that is why
we had these definitions as to what was | ocal exchange
and | ocal exchange traffic was that traffic which was
within the | ocal exchange where switched access is an
i nter-exchange traffic.

MS. ATTWOOD: And can | just -- can | ask you
guys now from your perspective, have we ever said
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10
swi tched access or -- is a long distance or |ocal

service?

MR. HULTQUIST: In the original first |ocal
conpetition order, the Conmm ssion found that sw tched
access was a byproduct of |ocal exchange service.
ATTWOOD: Do you know where we said that?
HULTQUI ST: | don't have that paragraph.
ATTWOOD: Coul d you --

HULTQUI ST:  Sure.

5 3 5 3O

ATTWOOD: Because there is sonme suggestion |
thi nk that when we went back to |ook at this question,
that maybe it was left as an open question. So | just --

MR. SHAKIN: In this order itself, just to give
you one nore cite to work from in paragraph 7, when you
are tal king about the reasons why we may want to have
these kinds of limtations, you specifically do refer to
swi tched access.

And the context that you refer to it -- and I am
going to give you the quote because that's -- "For
exanple, in the absence of conpleted inplenmentation of
access charge reform allowing the use of conbinations of
unbundl ed network el ements for special access could
undercut universal service by inducing I XCs to abandon
swi tched access for unbundl ed network el enent-based
speci al access on an enornous scale.”
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11
So that is exactly what we are tal king about

here which is using special access as a vehicle to renove
your switched access traffic.

MS. ATTWOOD: But that goes -- | just want to
di ssect one point, okay, because | know that we wll get
to the policy question which is the ram fication. But I
just want to make sure that | understand because | think
there is a definitional difference here. And that is
sonething that to the extent we have spoken to this
gquestion it would be useful to know.

We have been | ooking at this. But the
definitional question is is switched access local or |ong
di stance and what have we said about that. Now, then we
go have we said sonething about that. And then we nove
i nto, okay, what does that mean for what we intended to
do in this order.

MR. STILLMAN: Can | raise one point --

MS. ATTWOOD:  Yes.

MR. STILLMAN: -- about in the context of
uni versal service when the Comm ssion defined what
uni versal service was, one of those things included the
ability to receive and nmake | ong distance calls. And as
far as | am aware, universal service applies to the
division of local at least historically. So to whatever
extent, | ooking at the universal service docket may help
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12
you in that question. It mght be worth it.

MS. ATTWOOD: It mi ght be there, okay.

MR. REYNOLDS: Could I ask as a real -- maybe
this is a sinple question. But, okay, we have | ocal and
t hen we have exchange access. |If you include exchange
access as local in these -- for purposes of this
eval uation, what is left?

MR. HULTQUI ST: Qur point is that the dedicated
access market is very -- is a separate market fromthe
| ocal market. It may turn out that things you need to

provi de dedi cated access are the sanme things that go into

| ocal. But the market for dedicated access is a separate
mar ket. The market for swi tched access is not. Swtched
access is part and parcel of |ocal service. It can't be

separated from | ocal service.

The suggestion that all dedicated access is is
custonmers with a high volunme, in WrldConlis case, that is
not true. When a custoner purchases dedi cated service
fromus, the product they get is not the same as the
product they get when they purchase switched. They have
t he dedicated -- products on our dedicated network have
capabilities far beyond what is avail able on our |ocal --

MR. GUMPER: Excuse nme. | did not say that that
was the sole purpose. | said a significant portion --
when you get to the |arge volume custoners who have | arge
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13
amounts of | ong distance calling, instead of going

t hrough our switches and paying sw tched access,
traditionally the |l ong distance carriers -- and | don't
care whether it is AT&T, MCl or anybody el se -- you know,
have gone out and purchased dedi cated access to take

t hose | ong distance calls.

Now, there are other uses of dedicated access
besi des carrying | ong distance voice trapping. But that
is a primary use of the | arge business custoners.

MR. HULTQUI ST: But the suggestion is that when
we provide switched access, it works the sane way as when
we provide a dedicated toll product. And that is sinply
not the case.

MS. ATTWOOD: Well, that -- can you go to the
di agram f or a second because --

MR. HULTQUI ST:  Sure.

MR. NAVIN. Can | try to clarify --

MS. ATTWOOD: Yes, please.

MR. NAVIN:. -- an issue. Let ne see if this is
right. You are tal king about an exchange access narket.

MS. DONOVAN- MAY:  Tom he can't hear you

MR. NAVIN:. [I'msorry. You are tal king about
t he exchange access market. Is that right? | am going
to try to understand where you guys diverge. And does
this -- this breaks down into special and switched. You
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14
guys agree on that so far? Is that right?

UNI DENTI FI ED VO CE: Then there is a separate
thing for |ocal.

MR. NAVIN:. Yes, okay. |'mtalking about the
exchange access market. Okay? So now what you are
argui ng about is down here. |Is that -- you get dedicated
and what | hear you saying is then you have sw tched.
Now, if this isn't the right diagram can you explain to
me - -

MR. HULTQUIST: Yes, | think it's --

MR. NAVIN: -- because this switched, we are
tal ki ng about the ILECs network, right?

MR, HULTQUIST: | think it is not the right
di agram because CLECs offer | ocal service and sw tched
access service, the exact same products that the |ILECs
offer. The products -- the two markets -- the exchange
mar ket separates into special and switched in that some
custonmers want a product -- an access product that only
provides themw th access to toll services.

Ot her custonmers, they receive their exchange
access over the exact sane line that they receive their
| ocal exchange service. They don't order a speci al
access for their -- for switched access. They just get
one line. And that one line they use to nake | ocal
calls, to receive local calls, to make inter-exchange
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15
calls and to receive inter-exchange calls.

MR. NAVIN. So far, | nean, the |anguage that I
am seeing in the orders negoti ates between exchange
access and then |l ocal exchange. So | amtrying to
under st and given these two markets where you guys
di ver ge.

MR. GUWPER: Well, let me -- okay, | think it
goes to the question when in the order we were seeking
clarification of what was nmeant by a significant anpunt
of | ocal exchange service. And we had these three
different kinds of things. | think the difference is we
were differentiating between | ocal exchange and exchange
access and basically saying that in order to use the EELs
prior to a further proceeding, that one had to be
provi ding | ocal exchange -- a significant portion of
| ocal exchange.

And | think the debate here is whether or not
exchange access, switched access becones part of |ocal

exchange in that definition.

MS. ATTWOOD: | think -- | nean, that is ny
guestion. Isn't that the -- isn't that really the issue
here?

MR, HULTQUI ST: Well, if it is, it is an issue

that is only com ng up now that we filed our waiver

position because if you remenber back to the underlying
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16
proceedi ngs, and this goes all the way back to | ast year,

the only thing that was rai sed constantly was the idea
that if the Conm ssion allows the use of EELs for --

Wi thout a use restriction, then what the 1 XCs will do is
they will take this and they will convert all these

dedi cated access circuits to EELs. That was the concern
that was raised prior to the filing of this waiver.
There was never a concern raised --

MS. ATTWOOD: That's right.

MR, HULTQUI ST: -- that we would use EELs to
provi de switched access.

MR. GUMPER: That's not true at all.

MS5. ATTWOOD: Isn't it the sanme --

MS. DONOVAN- MAY: Has the issue of -- has the
i ssue of whether or not you can use UNEs to carry
swi tched access been teed up on front of the Conm ssion
prior to this point?

MR. HULTQUI ST: The Conm ssi on has repeatedly
affirmed in the access reform docket -- the Comm ssion
has said, yes, one of the benefits of UNEs is that
carriers will be able to use UNEs to provide sw tched
access services.

MS. DONOVAN- MAY: Then what is the issue as you
guys see it in the third order on recon. and the |local --
the shared transport order?

Heritage Reporting Corporation
(202) 628-4888



© 00 N o g A~ w N P

N NN N NN R R R R R R R R R R
aa A W N P O © 00 N oo 0o~ w N -, O

17
MR. HULTQUI ST: The issue of further notice?

MS. DONOVAN- MAY: No, the shared transfer order,
the third order on recon. that we said there is an issue
of whether or not you can use shared or dedicated
transport facilities to provide solely exchange access
service.

MR. HULTQUI ST: Yes, that would be to provide
exchange access service to a custoner to whom you are not
provi di ng | ocal exchange servi ce.

MS. DONOVAN- MAY: Did that -- did we nean there
ei ther special or swtched?

MR, HULTQUI ST: In that context, that was
swi t ched.

MR. GUWPER: And that would have been the trans-
point fromour central office to the --

MR. HULTQUI ST: That is for a custoner to whom
you are not providing |ocal service.

MS. DONOVAN- MAY: You are not providing any
| ocal service at all

MR. GUMPER: The thing -- and again, | wll get
back -- when we were debating this, the issue was not
whet her or not you provided a | ocal service to the
custoner, but whether or not the |local service that you
were provided represented a significant portion of the
service --
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18
MS. ATTWOOD: You see, | think that that -- |

think that's why to sonme degree both of you are right.
And that is what has been so vexing in listening to your
argunments. Because the Comm ssion was concerned about
maki ng sure that those providing |ocal services were able
to obtain UNEs. The Conm ssion was al so concerned about
not permtting bypass of special access and dedi cated
facilities.

And so the question beconmes what we were trying
to do definitionally is it seened |ike your argument
hi nged on calling exchange access "l ocal exchange”
because you couldn't establish a |ocal service on your --
and | want to get into exactly how you could do that.
But --

MR. HULTQUI ST: Yes, naybe we should go into a
little nore detail.

MS. ATTWOOD: But there was -- in a sense, it
was definitionally, you had to assume exchange access was
| ocal exchange in order for us to accept that this was

100 percent | ocal.

3

GUWPER: Yes, let nme just --

ATTWOOD: Do you follow? | nmean --
GUWPER: Yes, | am follow ng.

SHAKIN: That's the right one -- issue.

330

GUMPER: And | think the issue that we cane
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to because we had these discussions -- in fact, the issue

as to whether or not the defining definition of providing
| ocal should be the attachment to a Class 5 switch was
sonet hing that actually Jake raised initially before we
got into the first clarification that cane out in
Novenber .

He said instead of going into significant |ocal
exchange, could we use just, you know, connecting to a
Class 5 switch as the defining definition. And after a
| ot of discussion and debate, we cane back and basically
we all agreed with himthat you couldn't because a
provider could, in fact, use that definition to in effect
have on that circuit predom nantly swi tched access
traffic which would not be |ocal exchange or it is
significantly | ocal.

MS. ATTWOOD: Well, and that goes to sone of the
net work issues.

MR, HULTQUI ST: Yes, and what we said is
regardl ess of what other carriers could, mght, would do,
our filing is intended to show that we do not do that.

We -- and that it would not be practically feasible for
us to reconfigure our network. Again, the products we

sell, our dedicated access products that we sell which

far out-nunber the T-1s we use to provide |ocal service
are not products that can be sold off of our | ocal
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swi t ches.

MR. GUWMPER: Yes, let ne -- yes, a maybe a
little factoid would be useful though because, you know,
it is being presented like all conscious to not convert
t hi ngs because of the way they design them at market to
EELs. Now, throughout the Atlantic footprint, we have
al ready had requests to convert, you know, somewhere in
t he nei ghborhood -- let's -- | don't want to get into
exact nunbers because of having two carriers here. But
let's say it is over 1,000 TS-1 circuits. The bul k of
those circuits come fromthe largest | XCs that is
request ed.

MS. ATTWOOD: Well, but the question still
remai ns though did those categories not capture what
woul d be significant |local traffic. | nmean, that's --
and that is really -- you know, the fact that they were
able to take advantage of some of those categories to
provide the | ocal service, you know, that shows that
t hose categories had sonme -- that they are -- that the
Comm ssion was right, they were good proxies.

The question remains, however, is this, in fact
-- is there a way in which they can show that they are --
we didn't capture everything because of the unique
configuration. And that -- | nean, the order says a | oot
of things. It didn't rule out the possibility of a
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wai ver . | nmean, it said in the order --

MR. GUMPER: Oh, no. And we agree that you can
have a waiver as long as it is --

MR. HULTQUI ST: Why don't | get into this

di agr anf?

M5. ATTWOOD: Yes. | would like -- because |
don't know -- | have a question as to why you can't
measure why this is -- why you can't measure this as 100
percent --

MR, HULTQUI ST: Yes. So far we have been

focusing on the measurenent of the use. And we haven't

even tal ked about -- which is the npst significant
problemfor us -- which is the co-m ngling prohibition.
This is considered as just one type -- one exanple of how
our network is. It is not -- there are variations.

But basically in this situation, there is an
end- user custonmer who has today a T-1, it is called a
channel term nation, to his nearest central office. Then
fromthere, we order T-1 interoffice mleage to another
service central office which in this case is our serving
wire center.

In that central office, we have a co-location
where there is a three-to-one MJX. This T-1 is not the
only T-1 coming in here. |t happens to be this custoner
is using this T-1 just to get access to our sw tched
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| ocal product. There will be lots of other T-1s out here

of people who were doing different things with, in some
cases, access to our toll products, in sone cases, access
to data products.

In any case, all of those T-1s are hitting this
three-to-one MUX. They are being handed off into our
collo. Then there is a TS-3. Now, this TS-3 has sone
| ocal T-1s, sonme non-local T-1s. It goes to the Worl dCom
ring and these services go off to the appropriate switch
that they need to go to.

Al'l we have said is that we can trace this
particular T-1 fromour switch back to this customner;
that this T-1 is used only to provide |ocal service. The
fact that it is co-mngled on a nultiplexor and a DS-3 is
irrelevant to the fact that we are providing only | ocal
service to that custoner.

MS. ATTWOOD: And your DS-3, you are going to
continue to pay through access?

MR, HULTQUI ST: Yes, we are not -- and here, as
t hey are proceeding, we are not asking to nake any change
in what that nultiplexor or that DS-3 -- how that is paid
for. All we are seeking is to get UNE pricing on the T-1
portion.

MS. ATTWOOD: And you can't neasure usage --

MR. HULTQUI ST:  No.
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MS. ATTWOOD: -- at the coll o?

MR. HULTQUI ST: No. You have to | ook at the
options. The first option says that you have to be the
custoner's sole provider of |local exchange. Well, we
don't know when we are the custonmer's sole provider of
| ocal exchange service. W haven't asked our custoners.

We don't know if even they would know. So we haven't
done that.

The second one says that you have to be
providing at least a third of your custoner's | ocal
exchange. Well, again, we don't have that informtion.
Maybe you could send people out and you can hear that
out. The third one says --

MS. ATTWOOD: You can't ask your custoner if you
are providing thema third?

MR. STILLMAN: Well, you have to understand that

MR, HULTQUI ST: How do we neasure that? |[|s that
dollars? |Is that m nutes?

MR. GUMPER: By law, it says rate.

MR. STILLMAN: But you have to understand that
we may be serving a custonmer that is an enornous custoner
with outposts in lots of different places.

MS. ATTWOOD: But they say -- it is also the
third option is the --
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MR. HULTQUI ST: Yes, the third option is the one

MS. ATTWOOD: -- 50 percent in the one | ocation.

MR, HULTQUIST: -- that is nost feasible. The
third option is the one that is nost feasible because
under the third option, you don't necessarily have to be
provi di ng any. You have got the co-mngling prohibition
which for us, all of our circuits are on common
mul ti pl exors that provide, you know, our conm ngling.

But --

MS. ATTWOOD: Well, now, can | ask --

MR. HULTQUI ST: -- now the usage, the third
option says that it has to be at | east 50 percent | ocal
voice traffic. Now, potentially, yes, we could go out
and nmeasure and say, okay, these circuits we can and
these circuits we can't. \What we have said in our waiver
is that the fact that a circuit is connected to our | ocal
switch is a better showi ng of whether or not the custoner
is getting | ocal because the only thing we sell on this
| ocal switch is --

MS. ATTWOOD: Can | just back you up because |
think I heard you say, yes, we could go out and neasure
whet her or not there is --

MR, HULTQUI ST: After the fact. Before the
fact, we don't know how the customer is going to use it.
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But if we converted circuits and we were audited, we

coul d say, okay, here is the usage.

MS. ATTWOOD: Well, but -- I'"msorry. But if
you -- so you could, in fact, go to the collo location
and -- the reason | ask this -- let me just put it in a
| arger question. If you can neasure at the co-location
point that it would -- where it is co-located before it
gets nmultiplexed -- you can't.

MR. STILLMAN: We are not neasuring. W are
just peeling off an entire circuit.

MR. HULTQUI ST: The neasurenments woul d be out of
the local -- the switch record --

MS. ATTWOOD: | know. But | am asking can you
measur e?

MR, HULTQUI ST: No. The switch records are on
the local switch. That is where the usage records are
generated. The collo -- there is nothing -- there is
nothing -- there is no intelligence in here.

MS. DONOVAN- MAY: So you are neasuring at the
swi t ch.

MR. HULTQUIST: Yes. That's it. If we were
audi ted and sonebody said show us how many | ocal m nutes
you have, we woul d, you know, say, okay, here is our
switch records.

MS. DONOVAN- MAY:  Woul d they be pure | oca

Heritage Reporting Corporation
(202) 628-4888



© 00 N o g A~ w N P

N NN N NN R R R R R R R R R R
aa A W N P O © 00 N oo 0o~ w N -, O

26
m nutes |ike | ocal exchange m nutes --

MR. STILLMAN: It would include switched access.

MR. DONOVAN- MAY: -- you are calling across the
street?

MR. HULTQUI ST: Presumably, it would include
| ocal | NTRALADA toll and | NTRALADA tol |

MR. GUMPER: That is the difference, right?

MR. HULTQUI ST: Yes. So you could nmeasure how
much is real |ocal as opposed to access. First of all,
we dispute this idea that there is this --

MR. GUWMPER: Ckay. But --

MS. ATTWOOD: But for the purposes of this
argunent .

MR. GUMPER: But for the purpose of this
argument | don't know how to say it other than that. |
mean but | ocal exchange versus exchange, | --

MR. HULTQUI ST: Yes, we acknow edge -- we
acknow edge that our switch generates records that could
be audited. W believe that the proposal we have nade
that when a circuit term nates on a Worl dCom cl assified
switch since the only product we sell is |ocal, that that
should show that it is local. But, yes, we can neasure
usage on our swtch.

MR. GUMPER: Well, see, | think that was the
whol e purpose of the debate, was, now, you keep wanting
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to define local sa the conbination of |ocal exchange and

exchange access. And the debate was how nuch | ocal
exchange traffic you would have to have. Because under
your definition, you could have 100 percent exchange
access. And you are saying, well, it is hooked up to a
Class 5 switch and it is all long distance traffic. But
it doesn't hand off to nmy Class 4 switch in the POP.
That qualifies as |ocal service.

MR. NAVIN:. |Is that econom cally feasible for
themto do that? Wuld they be directing it to the Cl ass
5 switch?

MR. GUMPER:. M engineers tell me, you know, you
could if you wanted to, if you -- well --

MR. STILLMAN: But conming to -- but can | cone
back to what Dorothy raised? Because, Dorothy, when you
descri bed what you were trying to do, you did not
di stinguish switched access. You distinguished special -

MS. ATTWOOD: AlIl right. Well, can | live in
the world of my own engineering? |If you were able to
measure sonmehow and if you are payi ng special access
rates for this piece anyway because you have acknow edged
you continue with the special access rates, then | was
going to ask Verizon why are you -- how are you harmed if
they are able to -- if they are able to -- because they
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are still going to pay their special access for this.

Al'l they are saying is for this line where it is
-- | can show that it is a majority of local traffic, how
woul d your -- how would you be harmed with that. Now --

MR. GUWPER: Well, first of all, | guess what I
amtrying to understand is | didn't --

MS. ATTWOOD: So that was nmy main --

MR. GUWMPER: -- maybe appreciate this. So you
are taking the circuits into your co-location cage and
you are doi ng the MJXi ng?

MR. HULTQUI ST: No, no. W are buying out of
your access tier of multiplexing.

MR. GUMPER: Well, then you are not in the co-
| ocation cage at all.

MR, HULTQUI ST: No, no. No, at our collos, we
t ake a DS-3 hand-of f.

MR. GUMPER: \When you say at your collos, what
do you nean by coll os then?

MR. HULTQUI ST: You -- there is a multiplex
service performed in that central office. And then it is
cross connected to our collo at the DS-3 |evel.

MR. GUMPER: And that is your DS-3 then?

MR. HULTQUI ST: It may or may not be. It may be
your DS-3. It nmay be ours depending on if it is --

MR. GUWPER: Well, then | don't understand why
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you are doing co-location cage if you are buying all your

services from us.

MR, HULTQUI ST: We have both --

MR. GUMPER: It | oops the MJUXing can be --

MR, HULTQUI ST: We have both on-net and off-net
collos. The mpjority are on-net, but it could be off-
net .

MR. GUMPER: \What do you nean by on-net?

MR, HULTQUI ST: An on-net collo is as collo that

our ring goes through. Of-net collo --

MS. ATTWOOD: |I'mglad he is asking these
guestions. That's all | can say.
MR. GUMPER: No. | amtrying to understand what

service they are offering because, you know, obviously,
for the purpose of the co-location is if you are buying
the T-1s fromus and the nultiplexes fromus, then --

MR. HULTQUI ST: Assunme it is our ring. Assune
that out of that office, it is our transport. W are
still buying nmultiplexing out of your access tier.

MS. DONOVAN- MAY: You are going to keep paying
for the multiplexing.

MR. HULTQUI ST: Yes. But because the options
that are on the table all prohibit what they cal
comm ngling, the -- we cannot possibly even think about
t hose opti ons.
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MR. NAVIN:. So if you were self-provisioning

that DS-3 or if you were buying that DS-3 from anot her
party, there would be -- and you could neet the
measur enent requirenments, there would be no probl em under

MR. HULTQUI ST: Well, because currently that MJX
is an access MJUX. So even where we are self-provisioning
the transport out of that central office, all of our
different T-1s are being nultiplexed before being handed
off to us.

MS. ATTWOOD: And ergo the --

MR. HULTQUI ST: Ergo their comm ngling.

MS. DONOVAN- MAY: So at a mininmum you need to
get rid of the comm ngling --

MR. HULTQUI ST:  Yes.

MS. DONOVAN- MAY: -- in order to convert any of
t hese --

MR, HULTQUI ST: Yes, and it doesn't -- and the
i nportant point is it doesn't serve any of the goals that
the supplenmental order with clarification was intended to
pronmote. In our case, the fact that they are comm ngl ed
is not relevant to whether or not we are providing | ocal
exchange servi ce.

MR. GUMPER: Well, the issue of the conmm ngling
is a policy issue that, you know, again, when we were
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doing this, we were told the Comm ssion did not want to

pre-judge the whole i ssue of comm ngling because that is

a policy decision.

MS. ATTWOOD: Well, it is and it isn't. But the
-- it is -- 1 mean, you know, it is and it isn't. |
mean, it is a policy call overall. The questionis in a

uni que situation where you are tal king about this kind of

conmm ngling where you arguably are still getting the
revenue for access, arguably or are -- | nean, are.
You are saying you are still going to get the

revenue for access in the comm ngling situation, the DS-3
and the MJUXing. Then the question -- the policy

di scussi on that we had was that we were concerned that
conmm ngling, you renove the conm ngling and you end up
with a bypass of access.

Here you are saying we are not bypassing access
because you are, in fact, paying access for the piece of
the DS-3 and the commngling -- or the MJXing. It is
just the only thing you are in effect not getting access
revenues for is the T-1s which are they are cl aimng
purely | ocal which is consistent --

MR. GUMPER: But under their definition.

MS. ATTWOOD: Well, no, | know. Well, let's
explore that a little because the one -- | nmean, the
gquestion -- | think that is what you are arguing, right?
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MR, HULTQUI ST:  Yes.

MS. ATTWOOD: Okay. The question though is how
do you do that and not end up bypassi ng access?

MR. HULTQUI ST: Because, again, these |ocal
circuits that we are tal king about are really a mnority
of the T-1s in our network. We have got five tinmes --
four to five tinmes as many T-1s that are not providing
| ocal service. We are not going to seek to convert any
of those circuits. W have done this in Florida, in a
state where under our contract they ordered the exact
thing that we are | ooking for here. And we ended up
converting about 20 percent of our circuit, only the ones
that are used to provide |ocal service.

MS. DONOVAN- MAY: They all owed the comm ngling
in Florida?

MR. HULTQUI ST:  Yes.

MR. GOLDFARB: They -- the order -- the decision
was nmade that they had to provide that and Bell South has
not indicated and has not made any clains that there has
been any abuse of that to try to convert what is special
access.

MS. ATTWOOD: Well, Bell South is not here
either. So --

MR, HULTQUI ST: Yes, well --

MS5. ATTWOOD: | never take silence for -- 1've
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| earned that. So | -- but understood. OCkay.

MR. GOLDFARB: The other market reality is that
we would not -- it would not be sensible given what our
speci al access offerings are to be using this to be
trying to provide effectively, you know -- to provide
swi tched access and use this to give us switched access
offering as an alternative to the special access
offering. It just -- | nean --

MS. ATTWOOD: \Why not ?

MR. HULTQUI ST: The nobst inportant reason is
because of the products and the platforns are conpletely
different. 1 don't know, Don, if you can describe what
things are toll switches that have connectivity to that
our | ocal switches do not.

MR. GRIECO Well, | nean, we have -- they are
really separate networks or separate entities for the
nost part. | nmean, we have Class 3 switches and all the
net wor ks have their own billing platforns, their own
provi si oning systens, their own database applications,
none of which are used in our |ocal networks that out
classified switches are connected to.

This classified network is -- it has their own
billing systens, their own provisioning systens, their
own network, two totally different software switch | oads
that would require all be nodified, upgraded at | woul d
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assunme a fairly sizeable expense to --

MS. ATTWOOD: Well, but if the sizeable expense
was | ess than what it was to not -- no | onger get access,
| mean, wouldn't you do that?

MR. GUMPER: Well, you do connect your Class 5
switches to your toll network, right?

MR. GRIECO  Sure, through featured or detail ed
trunks. We can do trunking the same way you do.

MR. GUMPER: So basically, you know, if a
custonmer who you are saying is providing local, if that
custonmer has 95 percent of their traffic on that |ocal
DS-1, you are going to be switching it over to toll
network, right?

MR. HULTQUI ST: But the difference is -- yes,
the thing is that a custoner who has dedi cated access to
our toll network has access to products |ike VNET which
is a virtual private network. That customer can dial
uni que seven-digit nunbers to reach people anywhere in
the world. Just pick up their phone and dial.

The custonmer who has -- who is connected to our
switch | ocal network can't do that. |[If the circuit
term nates at the switched | ocal network, they cannot
have access to a product |ike that.

MR. GUMPER: Yes, but they are still going to
get access to worldwi de calling. And they do,
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presumably, to provide them | ocal access. But nobst of

t hose custoners, you are providing them |l ong distance
service, too.

MR, HULTQUI ST: Qur customers -- the custonmers
who buy our dedicated products would not substitute an
inferior product for a superior product. And the
products -- if all you do is nake |ong distance calls,

t he products on our toll network are superior to switched
access which neans dialing one plus a | ong distance
number .

MS. DONOVAN-MAY: Can | -- may | just ask a --
|"msorry to be confused. But | definitely understand
that if the customer is connected to the Class 5 swtch,
they have the ability to nake local calls. \here if it
was a custonmer using your other products, they woul dn't
have that ability. 1Is it enough, you know, under the
context of the order that the ability to nake | ocal
calls, is that enough --

MS. ATTWOOD: Right. And that is actually key
because --

MS. DONOVAN- MAY:  -- to --

MS. ATTWOOD: -- one of the things the
Conm ssion is concerned --

MS. DONOVAN- MAY: -- overcone the restrictions?

MS. ATTWOOD: Yes. One of the things the
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Comm ssion clearly was concerned about was the idea that

there was -- one could market a product as a backup | ocal
product. But you are really selling | NTERLADA toll.

MR. HULTQUI ST: The first thing is, renenmber
here, what we are tal king about is the conversion of
existing circuits. So to assune that that woul d happen,
you woul d have to assune that we knew that this sort of
wacky rule would rise up where you could convert to a

special pricing a circuit that was used in a special way.

So we woul d have been now for the past several
years marketing to our custoners, hey, sign up for our
| ocal product; it is not really local; you are going to
be able to use -- you know, we know you are going to use
this to do sonmething else. And sonmewhere down the I|ine,
we think we are going to be able to get a good price
break. | nean, that is not credible.

What we have been doing is we have been
outselling local service. And if the custonmer wants to
buy a toll product, we will sell themthat, too. It is
just a product on a different network.

MS. ATTWOOD: Well, but that is not really true.

You don't have to have a diabolical plan to be able to
in the future -- | nmean, we have made it fairly -- you
know, fairly okay -- I"mnot going to say easy -- but
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okay to purchase an EEL and then convert that now. And

so if you were to decide -- | nean, it is a legitimte
concern as a policy matter that excess capacity doesn't
equal significant local. And that's --

MR. HULTQUI ST: Agreed, agreed. And if -- we do
not object to if the Conm ssion agrees that, you know, in
the case of our network significant hardship is created
by the comm ngling prohibition and the Comm ssion agrees
that the comm ngling prohibition should be waived in the
case of our network, that later audits could be all owed.

And if it turned out that it was a sham and we were not
provi ding | ocal service to our custonmers, we would pay.

MR. NAVIN:. Let's talk about how those audits
woul d occur. How are you going to -- how are you goi ng
to neet the burden of proof of showing that -- how did
you do the conversion?

MR. HULTQUIST: As | said, we will share the
switch records. We will share the usage.

MR. GUMPER: And what ki nd of percentage usage
woul d you suggest? Because we had very specific things
that were laid out. And if you go to, you know, nunber
three which probably nost closely approximates this, you
know, if you are not serving a third of the | ocal
exchange |ines, you know, you are serving somewhat |ess
than that, you are saying, okay, a third of the traffic
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has to be | ocal exchange. Do you think that is a

reasonabl e nunber? Because | know i n your waiver, you
have said you don't want to have any percentage --

MR. HULTQUIST: | do -- | believe that there is
a stronger showing in our network that we are providing
| ocal service by the fact that we have connected the
circuit to our local switch. However, if, you know, it
is deened necessary that in order to maintain the good
faith that some nunber should be found, we could talk
about that. | nmean, | -- you know --

MR. SHAKIN: At that point though, you are in --
putting aside the comm ngling for a second, then what you
are saying is we can neasure. And it may be that there
is a nunber here that is reasonable. Well, this nunber
is the nunber that the Comm ssion has already | ooked at.

There is nothing in the waiver that suggests there is a
reason why you should have a different nunber than
everyone el se.

So then the question is do you neasure before --
whi ch we don't get to | ook, you do -- just neasure before
to make sure. Wen you say we wouldn't know until after
the fact, this is all pre-existing.

MS. ATTWOOD: Well, and nore inportantly, |
woul d say you can't. | nean, at least | -- you have been
argui ng that you have 100 percent. Well --
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MR. HULTQUI ST: We believe that these products

that are sold on our network are 100 percent |local. And
the fact that the customer makes and receives |ong

di stance calls doesn't seemrelevant to that inquiry to
me. But the suggestion -- the suggestion that we could -
- that we would act in bad faith and we would, in fact,

start selling a product to custoners saying --

MS. ATTWOOD: No. It's not -- it's really not a
bad faith question. It is nmore of a question of the
concept of what the Commi ssion -- while it was going to

ultimately take a | ook at the | arger question, you know,
what ever six weeks until the end of the year, whatever --
next year, the beginning of next year, we were going to
start to |l ook and we were going to refresh the record and
see how this would work and | ook at the issue.

The question was we needed to nake -- to carve
out those that were providing significant |ocal service,
not -- and that's -- | nean, it is --

MR. HULTQUI ST: The suppl enmental order
clarification though does not define -- does not say here
is the definition of significant |ocal service. Wat it
specifically says is that, "The ILECs and CLECs" -- this
is in paragraph 21 -- "have presented a reasonable
conprom se proposal under which it nmay determ ned that a
requesting carrier has taken affirmative steps to provide
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| ocal exchange service to a particular end-user and is

not seeking to use unbundled | oop transport conbi nations
solely to bypass tariffed special access service."

It nowhere says here is what we think is the
definition of providing |ocal service, this bal ance of
traffic. It says this -- if we see that soneone has this
bal ance of traffic, to us that is a sign, a signal that
t hey have taken affirmative steps to provide |ocal
exchange servi ce.

MR. STILLMAN: Can | raise one thing?

MS. ATTWOOD:  Yes.

MR. STILLMAN: When we sell a UNE custoner, a
residential custoner in Texas or New York or
Pennsylvania, if in theory there were a custoner who was
maki ng only | ong distance calls, the LEC woul d not be
entitled to access revenues fromthat. We bought the
platform We are offering themlocal service which
includes the ability to place and receive |long distance
calls. And they are being paid because we are paying
themfor the UNE. And then we get the revenues for
access and we get the revenues -- the retail revenues
fromthat custoner.

MR. GUMPER: And basically, if you were to be
the sole | ocal tel ephone conmpany of that custoner, option
one woul d say, you know, you can use your UNEs.
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MR. HULTQUI ST: But we are not even necessarily

the sole | ocal conpany.

MR. GUMPER: Oh, | understand you are not
because you described --

MR, HULTQUI ST: Even in the situation Brad has
descri bed.

MR. STI LLMAN: No, no. But even if it is a -- |

have two lines. And if | have one with MClI and one with
Bell Atlantic, it is irrelevant to whether |I have to pay
you for access. | still don't have to pay you for access
even if | amjust using ny second line purely for faxes

and | ong di stance.

MR. SHAKIN: And you are exactly right. And
that is why the Comm ssion was concerned that when you
made the leap fromselling a loop as a UNE to a
conbi nati on that you didn't supplant special access with
what was supposed to be at least in ternms of the
conpetition that they | ooked at really for local. And
you could have that ability. You are exactly right.
That's the problem The Comm ssion said we have tho
limt this because we haven't made that decision yet.

MR. STILLMAN: But | am buying a platform | am
not buying a UNE

MR. SHAKIN: Well, but that is the entire point,
is that the Comm ssion said we recogni ze that once you
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have this, you can use it for whatever purpose you want.

And so, therefore, we want to nmake sure that at | east
until we have made the determ nation that it makes sense
to all ow these conbinations as a substitute for special
access, a proceeding that they haven't had yet, that we
are going to limt it so that you are only using it when
you have got a significant anount of | ocal.

MS. ATTWOOD: Which is 50 percent in the
pl atform

MR. SHAKI N: Exactly.

MR. STILLMAN: But what we are not doing is we
are not asking to convert what we would call special
access custoners. W are |ooking at an existing base of
custonmers who have previously been sold a product, a
| ocal product just the same as we would sell a
residential custoner a | ocal product.

MR. SHAKI N: These are our special access
custonmers. It doesn't --

MR. HULTQUI ST: No, we are your special access
cust oner.

MR. SHAKIN: Right.

MR. GUVMPER: They are our custoner.

MR. SHAKIN: Right. But they are converting to
speci al access.

MR. HULTQUI ST: No, it is customer provided.
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MR. SHAKIN: | mean, but the point is you are

converting special access to --

MR. HULTQUI ST: It is only special access --

MR. STILLMAN: It's only special access because
at the time we bought it, there was no way to buy
anyt hing other than special access to serve these
custonmers for local. And essentially --

MS. ATTWOOD: But to sone degree, doesn't this
boil down to, | mean, beyond the other things that it
boil ed down to, the question here is that you are -- you
say when you purchase -- during -- in this configuration,
the -- there is the potential In this switched access
configuration, there is the potential that 99.9 percent
is used for |ong distance.

And you are saying in this configuration, the
potential is that 100 percent is used for local with sonme
residual long distance. And the question is if we al
can agree that they could be used for both to sone

degree, the order presunmes in at |east option three that

there has to be a -- an initial showi ng that says, okay,
50 percent is local. It doesn't say 100 percent local in
option three. It says 50 percent is |ocal.

And if we were to say, okay, in this limted
ci rcunst ances, since the comm ngling piece you are still
getting revenue for access in the way in which they have
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described this limted conmingling of bringing in a

substantially local circuit and putting it in the sane
pi pe as others but we will still pay for the pipe being a
speci al access pipe, it doesn't seemlike you | ose any

revenue under that.

But you are not willing -- at least |I am not
hearing, you guys aren't willing to say as an initia
matter, yes, | could live -- | would start with the

presunption of 50 percent.

MR. GUMPER: Well, actually, it's --

MS. ATTWOOD: It's nore than that? Ckay.

MR. GUMPER:. No. It is 50 percent of the
channel s have to be. They are saying 100 percent of
t heir channels are activated for dial tone. But the --
what it was, it was overall, it was one-third should be
| ocal exchange traffic, local voice traffic. That is
where | think --

MS. DONOVAN- MAY: Can you neasure | ocal voice
traffic?

MR, HULTQUI ST: If we were audited, we would
have records and those records would say for every
m nutes, you know, what --

MS. ATTWOOD: Well, can you do it above --

MR, HULTQUI ST: Yes. Let ne say --

MS. DONOVAN- MAY:  Wbould you know it is voice?
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MR, HULTQUIST: -- if the Comm ssion determ ned

t hat our waiver petition did present a case that the
conm ngling prohibition should be waived in the case of
Worl dCom we woul d then go back and make an eval uation of
our circuits so that we could then go ahead and request
conversion under the options that we thought applied with
t he comm ngling ban.

But in our petition, we make the point that we
bel i eve that on our network, there is a stronger show ng
that | ocal service is being provided than those options
have. And that is the fact that --

MR. STILLMAN: But Jodi e asked a question that
didn't get answered which is can we tell what is |ocal
voi ce by |l ooking at the m nutes?

MS. DONOVAN- MAY:  Yes, because | know that one
of the problens with these is that it is hard to nmeasure.

You know, and if we are tal king about you guys being
able to neet option three, it says you have to show t hat
50 percent of the traffic on each of the |ocal dial tone
channels is local voice traffic and that the entire | oop
facility has at |east 33 percent l|ocal voice traffic.

MR, HULTQUI ST: We don't know if the customer is
sending faxes. | nean, the question --

MR. STILLMAN: O dialing the internet.

MR, HULTQUI ST: Yes. | nmean, what we can tell
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is whether the custonmer is making and receiving |ocal

calls, I NTRALADA toll calls or INTERLADA toll calls.

MR. NAVIN: Is it even technol ogically possible
to nmeasure --

MR. HULTQUI ST:  No.

MR. NAVIN: -- the ampunt of voice traffic at
your --

MS5. ATTWOOD: Well, how did the other CLECs do

it? they have data --

MR, HULTQUI ST: If all a customer does -- let's
say all a custonmer does with their line is they have an
office. They have their -- another office. And they

send faxes back and forth. W have no way of --

MS. ATTWOOD: Well, that's local traffic. |
mean - -

MR. HULTQUI ST: Yes, but we have no way -- that
| ooks exactly like a local call to us.

MR. SHAKIN: But just to be clear, you can
measure what is |ocal versus toll.

MR. HULTQUI ST:  Yes.

MR. SHAKIN: And you can do that on the existing
thing before you convert it as if that is no different
from what you are doing there.

MR. HULTQUIST: As | said -- as | said, if the
conmm ngling prohibition were not there, we would make an
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eval uati on about our circuits. Again, we believe that

t he showi ng we have proposed is a stronger showi ng that a
signi ficant anount of --

MS. ATTWOOD: Can | ask you guys on -- if -- on
the comm ngling piece because | have been asserting that
you don't | ose noney. Can you explain to ne if | am
wrong on that in the way that you have described it?

MR. GUMPER: Well, | think that the issue on the
commngling -- and quite frankly, it is an issue that is
not only we are concerned about, but several of the
facilities places are quite concerned about -- and that
is if you allow the conm ngling UNEs and access services
or published services, then the question is, is how do
you prevent the comm ngling of things like, well -- the
ultimte debate, and | nust admt, you know, Jake and I
had this discussion several tinmes and | know what his
view was. His view was, was that in the UNE remand order
where they took switch -- the switching el enent of the
platformoff the table so you didn't have to provide
switch -- unbundled switching --

MS. ATTWOOD: We are up to that.

MR. GUMPER: -- that in his view --

MS. ATTWOOD: You are tal king about four |ines
and above.

MR. GUMPER: Yes, right.
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MS. ATTWOOD: Tab 50M

MR. GUMPER: In his view, because there is a
| ong di scussion there about how the RBOCs still have a
271 obligation to provide unbundled switching as a
service. But since it is not a UNE, they don't have to
price it at tel. rate, that someone could actually order
the platformand just he will have a potential to price
it differently.

But if you allow comm ngling, basically, and
soneone could say to us after you take unbundl ed
switching as a UNE off the table, well, | want the
unbundl ed UNEs that | need to make up the platform except
for unbundl ed switching. And now often unbundl ed
switching as a service is neeting the 271 obligation and
put them all together through comm ngli ng.

MR, HULTQUI ST: As fantastical as that sounds,
that is not raised here because we are not asking the
Comm ssion to make a general finding as a matter of
policy that comm ngling should be generally allowed. W
are asking the Commi ssion to waive the prohibition on
commingling in this limted set of circunstances where
our T-1 is connected to three-to-one nmultiplexing and DS-
3 transport. So --

MS. ATTWOOD: Does that answer though that
concern?

Heritage Reporting Corporation
(202) 628-4888



© 00 N o g A~ w N P

N RN NN R R R R R R R R R
w N B O © 00 N O o A W N B+~ O

24
25

49
MR. GUMPER: Well, no, because if soneone cones

to ne with a T-1 group and says | want to nultiplex it up

and give nme a UNE group rate for that group -- and then
all it is is a CHAN term of | oop, you know, because the
Comm ssi on has already decided that you can have mllions

of restrictions on the UNE | oop.

MR. HULTQUI ST:  Yes.

MR. GUMPER: So another area of the conmm ngling
is if you allow a UNE -- you know, if you allow a UNE
| ook to be connected to a nmultiplex, what is to prevent
t he whol esal e conversion of all the CHAN terns to the UNE
price?

MR, HULTQUI ST: And we were aware of this
concern. And the terns of the waiver we requested, we
specifically asked -- stated that, "Channel term nations
that are converted to unbundl ed | oops may not be conbi ned
with interoffice transport under the ternms of this waiver
unl ess the circuits established thereby term nate
ultimately on a Worl dCom cl assified switch and they are
used to provide exclusively |ocal exchange and switched
access services."

So | believe we have addressed this concern that
we could --

MR. LERNER: \Who is it switched by?

MR. HULTQUI ST: Pardon?
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MS. ATTWOOD: The voice fromthe back.

MR. LERNER: \When you say | ocal exchange is
swi tched back to our service center, who is switching it?
MR. HULTQUI ST: We are. W are switching it.
MR. LERNER: That cl assifies sw tching.
MR, HULTQUI ST: Yes. So | understand this
concern that we would thereby since there is no

restriction on UNE | oops conpletely avoid the use

restriction. | think we have addressed that.
MR. GUMPER: Now, let ne -- in ternms of |osing
nmoney, yes, | think we do | ose noney on this nore than

just that because at |east from what my engi neers have
told me, there is nothing technically to prevent -- you
know, if you were to grant this waiver, for themto go
and say to their customer who they are currently
providing this |local service to, oh, by the way, why
don't you take your |long distance traffic that probably
now i s only special access pipe going to their POP and
putting that traffic on those circuits and di sconnecting
t he special access.

MS. ATTWOOD: And why isn't he right on that?

MR. HULTQUI ST: First, again, the point we keep
maki ng, that the products that the custonmer gets from our
LD switches are not available first of all on our |ocal
swi t ches.
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MS. ATTWOOD: But aren't you -- well, aren't you

i ncented though? Are you incented to make those products
just as good because you can probably | ower the price
because you are going to avoid special access --

MR. HULTQUIST: | think as Don started
descri bing, before you do it, first of all, we would have
to change the software | oads on our |ocal switches if the
toll switches have access to specialized routing
i nstrunents, databases. Then we would al so have to put
sufficient transport capacity in the network to do it.
Agai n, our toll network has grown over the course of 20
years or nore.

The capacity that exists into those toll
switches is far greater than the capacity that exists
into our local switches. So to effectively nake the
conversion to take advantage of a situation that is as
far as we know interimthat the Comm ssion is going to
revisit is not practical.

MR. STILLMAN: Plus we would have to strand al
the -- if we were to do that, we would be strandi ng al
of that |ong distance capacity in our |ong distance
net wor k.

MR. GUWMPER: Well, you would still be using it.

You woul d just be connecting to the cross-connects
bet ween your classified switching of your toll groups.
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MR. HULTQUI ST: Yes, and the custoner would have

a degraded service because instead of being able to have
access to a product like virtual private network, they
woul d now have to have two stage dialing where they woul d
di al one nunmber through the classified switch to get
access to the toll network. And then they get access to
the priority --

MR. GUVMPER: But presunably these people who you
started on local service to -- if they are doing any | ong
di stance, that is how they are doing it today, through
t hat --

MR. HULTQUI ST: No. Many of these --

MR. GUWMPER: Well, you are saying that you have
swi tched --

MR. HULTQUI ST: -- many of these custoners have
connections both through our |ocal network and to our
toll network.

MR. SHAKIN: It nmay well be that there are
custonmers that wouldn't find it economcal to switch
because they need the features that you say you
excl usively offer over your dedicated versus through our
speci al access and through your switched access service.

But that doesn't nean there is not going to be a
signi ficant nunber who you could say, hey -- and that it
i's cheaper.
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MR. HULTQUI ST: And that is why | have said that

if, you know, the waiver of the conm ngling prohibition
were granted and any time we were audited to show that,
in fact, it was sham that these customers were not
actually getting | ocal service, that all they were doing
was nmeking and receiving toll calls, we would be willing
to participate in --

MS. ATTWOOD: But if there is such a vast
maj ority of the customers that you have are, in fact, not
shamm ng, you are nmaking -- you want to us to adopt a
presunption here. Wiy is it so hard for you to take the
burden and affirmatively assert that these custoners are,
in fact, consistent with an appropriate comm ngling
obl i gati on?

MR. HULTQUI ST: Dorothy, | think I have been
clear. If only the comm ngling prohibition were waived,
that is our biggest barrier. |If only that were waived,
if the waiver were only granted for that, we would go
back and we woul d make a re-eval uation

We believe that the showi ng on our network, that
a circuit is connected to a classified switch, i stronger
than the showing in the three options that |ocal service
is being provided since the only thing we provide is
| ocal. But we would go back and re-eval uate.

MR. SHAKIN: And if you could make that show ng,
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t hen why couldn't -- and you've got so many of these

custoners that are predom nantly |local, then couldn't you
MJUX them up onto a DS-3 with predom nantly | ocal on a DS-
3?

MR. HULTQUI ST: To do the re-groonm ng you are

suggesting could only be done during maintenance w ndows.
We woul d need the cooperation of you guys. It would
take years. It is far -- there is no reason to inpose

t hat hardship of outages on our custoners when there is
no reason to take themoff their current DS-3.

MR. SHAKIN: But nost of themare |local. That
is what --

MS. ATTWOOD: No, no. But he is saying in any
gi ven configuration, you may have one that is the T-1 --

MR. HULTQUI ST: There nmay be only one local T-1
on that MJX

MS. ATTWOOD: Right. And so they have to go
t hrough and figure out how they would MJUX it. | nean, |
hear that. | nmean, you can't --

MR. HULTQUI ST: To suggest that it would be in
any way practical to re-groom our network to segregate
the local T-1s fromthe non-local T-1s is not that --
coul d not happen in a practical manner.

MS. ATTWOOD: You guys ask questions.

MS. DONOVAN- MAY: Okay. |Is there -- just going
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back to the harm question on the commngling. | nean, |

understand you are asking for a limted waiver until we
figure out for further notice. You know, is there any
way to make -- is there anyway to make the comm ngling
wai ver narrow enough so that the precedent that Verizon -

MR. HULTQUI ST:  Sure.

MS. DONOVAN- MAY:  -- is worried about doesn't
happen?

MR. HULTQUI ST: Sure. All you have to -- the
way that -- the only thing that we are waiving is the

prohi bition on conm ngling that is contained in the third

suppl emental -- | nean, the supplenental order
clarification. 1In so far as the Conm ssion as any ot her
prohi bitions on comm ngling, | am not aware that the

Comm ssi on has any ot her.

In fact, we believe that -- and Brad keeps
tal ki ng about our UNE platform custoners. Those UNE
pl atform custonmers are connected to feature group D
trunks that we order as access services today. They are
fully commi ngled as far as we know. But maybe the
Comm ssi on does have ot her prohibitions on conm ngling.
We are only asking that this particular prohibition on
comm ngling --

MS. DONOVAN- MAY: \Where is the prohibitions
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besides for this order?

MR. HULTQUI ST: It appears in each --

MS. DONOVAN- MAY: Does Verizon have it in their
access tabs?

MR, HULTQUI ST: | have no idea.

MR. GUMPER: No. The Comm ssion hasn't
addressed it because we basically don't -- you know, if
soneone were to cone to us and say | have some UNE | oops
and we want to connect themup to a special access

circuit, we would say, no, we don't allow com ngling.

MS. DONOVAN- MAY: But is that -- | mean, if we
wai ved it, is there soneplace el se where you can say
commngling -- there is a comm ngling prohibition? I

mean, it is not in your tariffs? It is not in your
i nterconnecti on agreenent ?

MR. GUMPER: No. It's just that -- it's just
that, basically, the issue came up in this.

MS. ATTWOOD: Well, we would have to make cl ear
that this extended only to this.

MS. DONOVAN- MAY: Ri ght.

MS. ATTWOOD: Can you tell ne nore though, |

mean, you said -- and hate issue isn't whether it cost
you noney, but the question -- because we are really --
the issue really is whether -- | just wanted to

understand on the comm ngling piece of it why that is
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critically inportant. And the two reasons you have

given, just so | understand and nmake sure | get it is,
one, that you have concerns about the fact that a -- in
t hose areas where a platformisn't available, a platform
could be recreated in effect where you have sone concerns
about that.

The second is the concern that as an engi neering
matter, renmoving comm ngling would permt access bypass.
And there you are saying -- there you guys have said,
no, we recognize that and we are trying to limt this as

-- to just the comm ngling piece of the DS-3, in effect,

right? | mean, you are not --
MR. HULTQUI ST: Yes. | nean, there is |anguage
MR. GUWMPER: Well, | think the issue was that

al so since the Commi ssion doesn't have any prohibitions
on UNE | oops, there was al ways the concern that if you
were allowed to connect a UNE | oop to, you know, a
mul tiplex circuit, then it would be pretty hard to tell a
custonmer that they -- why they couldn't convert their
CHAN terms into UNE | oops and connect themto a multiplex
circuit -- an access nultiplex circuit.

MR. HULTQUI ST: And the terms of our waiver,
specifically subsection B on page 3 of the waiver
petition, are nmeant to renove that concern fromthe
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t abl e.

MS. ATTWOOD: Then | guess | just -- not
necessarily now, but if you guys could | ook at that and
tell me whether that renoves the concern that you have
from your perspective, obviously.

MS. DONOVAN- MAY: I n channel terms at | east.

MS. ATTWOOD: More questions?

MS. DONOVAN- MAY: You are also asking for a
wai ver of the co-location requirenments?

MR, HULTQUI ST: There are a limted nunber of
ci rcunstances where the hand -- we do not take the hand-
of f at our co-location. It is multiplexed onto a --

MS. DONOVAN- MAY: So there isn't always a co-
| ocation of that.

MR. HULTQUI ST: Yes. It is not the mpjority of
the circunstances. But it is indistinguishable. The T-1
comes to our classified the sanme as if we were co-
| ocated. The fact that we were co-located or not does
not affect the service that is being provided to the
custonmer. That is why --

MS. DONOVAN- MAY: But you couldn't neet option
three because it still requires -- option three doesn't
have a --

MR. HULTQUI ST: No, actually --

MS. DONOVAN- MAY: -- co-location requirenent.
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MR. HULTQUI ST: -- option three doesn't require

co-1l ocati on.

MS. DONOVAN- MAY: Right. So that is what | --
so you could at |east nmeet option three in those
ci rcumst ances.

MR, HULTQUI ST: Yes, the -- we asked for the co-
| ocation to be renoved if the -- in case the Conm ssion
accepted our suggestion, our argunment that there is a
stronger showi ng that local is being provided when it is
connected to our Class 5 switch. |In that case, we would
want al so to make sure that then we woul dn't have sone
circuits where it would come back and we hear, well,
sorry, you are not co-Ilocated.

MR. SHAKIN: So if you are okay with neeting --
and | understand you woul dn't say you are okay, but
basically said if that the Conm ssion felt that was
appropriate, you would neet the option three requirenents
for traffic usage, then you don't really need a co-
| ocation wai ver.

MR, HULTQUIST: W -- in that circunstance, if
t hat were done, we at |east would have sonething we could
do. Qur biggest problemw th the supplenental order
clarification is it seens to say on the one hand that it
is intended to allow carriers that provide |ocal service
to convert special access to UNEs. But when we go and
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|l ook at it, we can't find a single circuit that it allows

us to do that for.

MR. GUMPER: Well, that's not a conpletely true
efficient count. A few thousand, several thousand of
them at least in our territory.

MR, HULTQUI ST: Well, out of our base, there is
a small mnority with the local service network provider.

So, obviously, if things were changed and we coul d | ook
at it differently, we would. | still don't believe that
the options that are in the suppl enmental order
clarification are nore indicative of providing |ocal
service than what we have suggest ed.

MR. GUWMPER: Well, but | -- again, you keep
saying that. But, again, the intent was that exchange
access was not to be considered equivalent to | ocal
exchange.

MR. HULTQUI ST: And prior to the suppl enental
order clarification, it was always clear that what you
were concerned about was special access. It is only in
t he wake of our waiver that all of a sudden this concern
about sw tched access --

MS. ATTWOOD: | know, but we have indicated --

MR. GUMPER: No, that's not true because the
order tal ks about significant |ocal exchange and it
differentiates that from exchanged access. It doesn't
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say significant |ocal exchange includes exchange access.

MR. HULTQUI ST: The order never says that | ocal
exchange service does not include switched access, that
switched access -- that somehow there is a different
i npai rnment anal ysis for switched access than there is for
| ocal exchange in order to --

MR. GUMPER: But the order basically says, "W
find the requested carrier is providing a significant
amount of | ocal exchange service", then it goes to neet
the criteria. |In the second one, it talks about
requesting -- "The carrier certifies that it provides
| ocal exchange and exchange access to the end-user", and
t hen goes on and tal ks about how nuch has to be | ocal
di al tone and how nuch has to be | ocal voice.

MR. HULTQUI ST: But the suggestion -- but the
suggestion that there is --

MR. GUWPER: Local voice is not toll

MR. HULTQUI ST: The suggestion that there is a
di fferent inpairnment analysis for exchange access than
there is for local clearly is intended to get to a
different inpairnment analysis for special access service
than there is for local, not a different inpairnent
anal ysis for switched access service.

MR. SHAKIN: But this is our switched access
service that you are converting. And one of the fears
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that we had -- and this has been part of the debate since
the beginning of this -- is that once you nmake UNEs which
make special access -- a cheap alternative to speci al

access you are not only going to be deviating custoners
from special access. You are going to be deviating
custonmers from speci al access --

MR. HULTQUI ST: That only happens if there is no
use restriction. The use restriction renoves that
concern.

MR. SHAKIN: But -- and that is right. And that
is why the use restriction has to be based on | ocal, not
swi t ched access.

MR. HULTQUI ST: And the only product we sell off
our classified switches is |ocal.

MS. CAREY: | have a question for you, Hank.
Does the Conm ssion need to find in ruling on your waiver
if it were to approve what you wanted, does it need to
find that switched access is included as part of |ocal?

MR. HULTQUI ST: | certainly hope not. | think
t he Comm ssion has already found that in other places.
And | will send the information fromthe first report and
order where the Conm ssion specifically noted that the
provi sion of switched access was a byproduct of the
provi sion of |ocal service. | think they have already
found that. | don't think it has to be addressed here.
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| think that the Conmm ssion could treat our

- you know, as | have said, the m niml thing
t hat we woul d need waived to get conversion of

ts is the comm ngling prohibition. W have

al so suggested that because of the way our network is set

up, because we cannot provide our toll products over our

| ocal swit

at one of

ches, that the fact that a circuit termn nates

our local switches is a better show ng that

| ocal service is being provided than what is in the

current options.

So -- but the Comm ssion -- you know, maybe the

Comm ssion will decide that, you know, for whatever

reason, it

can't accept that at this tinme.

MS. CAREY: But would you be able to neet the

usage requirenents?

MR, HULTQUI ST: As | said, we will go back and -

MS. ATTWOOD: He is going to start telling us

t hat he has been cl ear.

MR. HULTQUI ST: We will go back and re-eval uate.
MS. CAREY: Yes.
MR. SHAKIN: [1'Il tell you what | heard and then

-- | heard that they can neasure it, that they may not

know sitti

ng here how many qualify. But that they

believe that they could qualify after the fact. So
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presumably, they could -- they could neasure before the

fact -- they could neasure before the fact, but they
could nmeet option three in terns of co-location. So that
is not really an issue because once you take away the

measur enent issue, you have taken away the co-| ocation

i ssue.

And t hat what they are fundanmentally asking, you
still have a fundanental disagreenent. And you m ght not
even disagree with it all this time -- is the

conmm ngl i ng.

MR. HULTQUI ST: Yes, i agree with that.

MS. ATTWOOD: And what woul d be useful for ne,
and | know you have done a | ot of paper on this, but if
on that issue, if you can just summarize in the ex parte
that you do for this what you view to be the greatest
problemw th the commingling -- or what it is -- what it
is intended to serve, understandi ng what you have heard

today which is an attenpt in this order to narrow and

address the ability to circunvent the -- their service --
their access -- circunvent -- you know what | am sayi ng.
MR. SHAKIN: | know where you are going. W may

not do it, if that is okay, as the ex parte for this --
MS. ATTWOOD: No, fine you can do it separately.
MR. SHAKIN: -- because that is the end of it.
And it is not going to be tonorrow.
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MS. ATTWOOD: It would be hel pful | think just

again to put it down because | think this has been very
useful for us to try to identify the rough points. And |
don't -- do we have other questions?

MS. DONOVAN- MAY:  Can | --

MS. ATTWOOD: Yes. Yes, you can.

MS. DONOVAN- MAY: At the risk of repeating, if
we don't find affirmatively that switched access is |ocal
exchange service for purposes of option three in this
order and you guys go back and re-evaluate and find you
can nmeet option three and we get rid of the conmm ngling
restriction so that you can actually do it, what happens
if Verizon cones back and audits you? Are they going to
t hen say you don't neet option three because you are
usi ng switched access?

MR, HULTQUI ST: It would be the sane as the
audit of anybody else | presune.

MS. DONOVAN- MAY: | nmean, are you going to be
back in the same position where --

MR. HULTQUI ST: No, no.

MR. GUMPER: | assunme -- what | heard them say
was that they can differentiate between |ocal, | NTRALADA
toll and I NTERLADA toll. And under option three, if they
went back and they said, okay, here is a custonmer over a
period of, you know, a few nmonths. They are averaging 40
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percent local traffic and 60 percent toll traffic. Then

presumably if you elim nated, you know, the conmm ngling
requi renent, that would -- the customer qualified.

MS. DONOVAN- MAY:  Ckay.

MR. GUMPER: So that is really if you went back
and audited and found that the custoner only had ten
percent local traffic and 90 percent toll traffic, then
that wouldn't qualify.

MS. CAREY: But | think what Jodie is getting at
is that there is a fundanental disagreenent over the

definition of |ocal.

MS. DONOVAN- MAY:  No. | think --

MR. SHAKIN: | think we are past that. | think
we are past that. | nean, yes, we disagree. But | think
what they are saying -- and, again, you can tell nme if
this isn't what you are saying -- but ny translation is
we don't like it. We think we have got a better

definition. But if you say that you want to go that way,
we can neet option three and we do neet option three. W
just can't |live out --

MR. HULTQUI ST: Only the extent to which we neet
option three and we will order accordingly.

MR. GUMPER: But we are clear that |ocal voice
doesn't include toll.

MR. HULTQUI ST: Right. [If -- when we tal k about
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option three, we are tal king about --

MR. STILLMAN: Right, but that's -- that was ny
guestion as far as option three.

MS. DONOVAN- MAY: That's why | asked about
measuring voi ce.

MR. STILLMAN: We can't distinguish between
voi ce and other local traffic. Local is local. That is
what our records are going to show

MR. SHAKIN: Yes. And ny guess is if we ordered
you, there is nothing that we could do to find otherw se.

MR. STILLMAN: We can't distinguish --

MR. HULTQUI ST: You can't hear if there is a
nodem on the |ine.

MR. SHAKIN: Right. Yes, no, | understand that.

| think that --

MS. ATTWOOD: You've got it pretty well down on
recip. conp. Ckay.

MR. REYNOLDS: Let nme -- as long as we are
assi gning homework, to the extent that MCI is going to go
back and give us sonme of the background on the first
report and order and the di scussion of how exchange
access is a byproduct of local, could you also -- while
you are doing that, | think you need to put it in context
of what we have said in the clarification order and
particul arly | ooking at paragraph 14 and how those two
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things jib because there is -- | nmean, there is | anguage

in paragraph 14 that talks -- it appears to create a
di stinction, how --

MR. GUWPER: Well, but let's be clear. 1In the
first report and order, the debate at the time was
whet her or not one could use UNEs for exchange access in
order for the |long distance carriers to cone in and
basically say | don't want to pay you access services
anynore. | want to buy UNEs.

And what happened, if you go back and take a
| ook at that, the reality was when the Comm ssion tal ked
about exchange access and | ocal exchange, they were
really using a nodel of a single-line customer because
they basically said, well, if you win the custoner and
you are providing the |local dial tone, then you are
providing the toll service, too.

And that is why it was really in relationship to
-- you won the local customer. They really never
di scussed during that whole -- you know, at least in the
record, they never really got to the point of what
happens if the custonmer is so big that, in fact, they use
t he special access and local dial tone |lines because, you
know -- then the exchange access quite often is dunped on
a special access line.

MR. HULTQUI ST: No, what we have been saying is
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in Worl dCom s network what happens is for their special

access lines, they go to these switches, for their | ocal
switch service, they go to these switches. And that is
really --

MR. SHAKIN: In which case you shouldn't have
any problem neeting the usage requirenments because
presumably the custonmers for their long distance calls
are using those other special access circuits. So you
shoul dn't have --

MR, HULTQUI ST: Well, we do not have that
information at this tine.

MR. SHAKIN: | know you don't now. But just
based on the way you describe it, one would assune that
you woul d have a higher proportion of |ocal --

MR. HULTQUI ST: Maybe you guys -- maybe you guys
have i nformati on about your custoners' usage patterns
that you could put in the record.

MR. SHAKIN: That's irrelevant, but --

MR. HULTQUI ST:  No.

MR. STILLMAN: It's not really irrel evant.

MR. HULTQUI ST: We are working with you. |
mean, if your T-1 |ocal custoners have a certain usage
pattern --

MR. STILLMAN: If theirs is 90/10, making us
show 30 percent local calls is -- would put us at a
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conpetitive di sadvantage then, wouldn't it?

MS. ATTWOOD: Well, that's not -- | think that
that wasn't the intent of the supplenental order and the
concept of putting --

MR. GUMPER: The l|ocal -- yes, the local -- you
know, if we are tal king about PBX custoners that we are
provi ding dial tone to, nunmber one, we don't really have
a lot of toll on that because that usually goes directly
to a POP where there is | NTRALADA or | NTERLATA toll. So
our percentages of |ocal usage on those |ines probably is
very high, a lot higher than for --

MR. SHAKIN: Yes, and | would assune --

MR. HULTQUI ST: We would intend the sane thing.

We don't know.

MR. SHAKI N:  You should find the same thing
based on your description of the network.

MR, HULTQUI ST: We don't know, but -- we don't

know what your percentages are. And | would |love to

know.

MR. SHAKIN: But, | mean, given your description
of the network, a third should be easy. | nmean, | would
just -- and | understand, it is your network and you

don't know and | am just guessing. But it just makes
sense if you are siphoning off the |ong distance traffic,
what is left should just be the | ocal.
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MS. ATTWOOD: Well, let's take this back and

think it through. Do you guys have nore questions or
anybody have anything else? Okay. WIlIl, thank you very
much. It was really hel pful. And before we devolve, |
think that it clarified a |ot of points for us. And we
may have further questions that we discuss. Okay?
Thanks a | ot.
MR. HULTQUI ST: Thanks, guys.
MS. DONOVAN- MAY: Thank you.
(Wher eupon, at 2:54 p.m on Thursday, Novenber
16, 2000, the hearing in the above-entitled matter.)
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