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This Exhibit consists of the following documents from the Eschelon-Qwest Minnesota
arbitration case (Minnesota Docket No. P-5340, 421/IC-06-768):
x
x
x
x
x

Eschelon-Qwest Minnesota Arbitration Hearing Transcript, Volume IV, pp. 202209 (Denney).
Eschelon-Qwest Minnesota Arbitration Hearing Transcript, Volume V, pp. 51-58
(Fagerlund).
Minnesota Direct Testimony of Douglas Denney (excerpt), pp. 19, 26, and 36.
Minnesota Rebuttal Testimony of Douglas Denney (excerpt), pp. 8, 10 and 15.
Minnesota Surrebuttal Testimony of Douglas Denney (excerpt), p. 18.
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PUC Docket P-5340, 421/IC-06-728
Eschelon Telecom, Inc.
Direct Testimony of Douglas Denney
August 25, 2006

1

Under Eschelon’s proposal, there is no need for the Commission to set rates for

2

design changes at this time. The issue to address here is the appropriate language

3

to be included in the ICA regarding charges, with the rate, if any, to be established

4

elsewhere. Thus, to the extent that Qwest believes design change costs are not

5

recovered in its existing recurring or non-recurring charges, it may come before

6

the Commission to propose a rate and substantiate its costs. This is consistent

7

with Commission policy and prior ruling that Qwest cannot assess miscellaneous

8

charges on CLECs without Commission approval. Absent Eschelon’s language,

9

Eschelon could get all the way through this arbitration case as well as a cost case

10

addressing Qwest’s proposed design change charges (if any), only to find out that

11

Qwest refuses to provide design changes or is demanding Eschelon execute an

12

ICA amendment (likely generating further dispute and arbitration) to obtain

13

design changes. Adopting Eschelon’s language will avoid future disputes on this

14

issue. This arbitration is the appropriate forum for addressing the ICA language

15

and ensuring that the Commission maintains jurisdiction over rates.

16

Q.

WHAT IS QWEST’S PROPOSAL ON THESE ISSUES?

17

A.

Qwest does not agree with any of the Eschelon’s proposed language

18

modifications, and proposes to leave these sections blank. The effective result

19

would allow Qwest to assess the very same design change charge for all three

20

types of design changes discussed under Issue No. 4-5 (i.e., loops, CFAs and

charge was not approved by this Commission and Qwest did not assess a charge throughout the term of
the ICA.
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1

Eschelon in states where Qwest is assessing these charges when only a few more

2

seconds of work is required. The fact that Qwest is charging more for design

3

changes than for installation and the effect this has on Eschelon’s cost to acquire

4

customers demonstrates the need for Commission oversight for design changes.

5

Q.

INSTALLATION CHARGES?

6
7

WHY WOULD DESIGN CHANGE CHARGES BE LESS THAN

A.

Because the design change is one component (or a subset of components) of

8

installation, the work (and cost) involved in performing a design change will be

9

less than the work (and cost) of performing the installation. For instance, a CFA

10

change and a NCI code change, two examples of design changes, do not involve a

11

Qwest outside plant dispatch, and therefore, this costly component of the

12

installation rate should not be reflected in any design change charge for these

13

activities.9 At the very most, even if the design change includes all components

14

of installation, the design change charge should not be more than the installation

15

charge. Yet in most states the rate for design changes (which Qwest applies to all

16

design changes) is higher than the installation rate. Qwest’s current practice of

17

billing more in some states for Design Changes than the Commission-approved

18

installation rate (i.e., for a new install and not just a later change in design) shows

19

that Commission oversight is warranted with regard to design changes.10 There is

9

Eschelon reserves the right to argue that separate charges for design changes are not be warranted because
they may already be recovered in other rates. This is an issue for any Commission case investigating
Qwest-proposed design change charges.
10
For example in the following states Qwest charges a design change charge that exceeds the SGAT rates
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1

times in Exhibit A (for loops, CFA, and UDIT). If Qwest seeks Commission

2

approval of rates, and Eschelon (or another CLEC) demonstrates that there should

3

be three different design change rates for loops, CFA, and UDIT, Eschelon’s

4

language again accommodates this outcome, and the Exhibit A would be

5

populated with three different rates. And if the Commission determines that

6

design change charges are already recovered in other rates20 (or if Qwest does not

7

seek Commission approval of separate design change charges in Minnesota), the

8

Exhibit A could be left blank for these three rates, or in the alternative, a

9

placeholder stating “no charge” could be inserted. Again, there is no need to

10

establish rates in this proceeding or amend the Exhibit A pricing appendix, as

11

Eschelon’s language will accommodate those rates when, and if, they are

12

approved by the Commission.

13

Qwest’s proposal to omit Eschelon’s language, on the other hand, only supports

14

Eschelon’s contention that Qwest intends to apply access rates for design changes

15

outside the ICA. And this is Eschelon’s primary problem with Qwest’s proposal:

16

that is, by omitting language that makes clear that design changes will be in

17

Exhibit A, over which the Commission will have authority, Qwest is setting the

18

stage for removing these charges from Commission purview and applying non-

19

cost based access rates.21 If Qwest believes that it can substantiate separate

20

Eschelon reserved the right to argue that the rate for design change charges should be zero because, for
example, these costs are already recovered in other rates.
21
This assumes that Qwest will not use the lack of language to quit providing design changes altogether.
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SUBJECT MATTER NO. 4. DESIGN CHANGES

1

Issue Nos. 4-5, 4-5(a) and 4-5(b): ICA Sections 9.2.3.8, 9.2.3.9 and 9.6.3.6

2

Q.

3

PLEASE PROVIDE A BRIEF SUMMARY OF ISSUE 4-5 AND SUBPARTS
(DESIGN CHANGES).

4

A.

5

Issues 4-5, 4-5(a) and 4-5(b) apply to design change charges for loops, CFA

6

changes during a coordinated cut, and Unbundled Dedicated Interoffice Transport

7

(“UDIT”), respectively.12
Q.

8

QWEST STATES THAT IT IS WILLING TO ACCEPT ESCHELON’S
LANGUAGE FOR ISSUES 4-5(A) AND 4-5(C) AND CLOSE THESE

9

ISSUES.13 IS THIS THE END OF THE STORY FOR THESE ISSUES?

10

A.

11

No. The key issue still remains as to whether Qwest already recovers design

12

change charges elsewhere, and if not, the appropriate rate that should apply for

13

design changes for loops and UDIT. Qwest has not shown that these costs are not

14

recovered via other rates, nor has Qwest provided any cost support for the charges

15

it would assess for these design changes. Qwest’s agreement to include the rates

16

for design changes in the ICA is an implicit acknowledgement that these rates

17

should be cost-based and nondiscriminatory, but that is not the approach Qwest is

18

taking with these rates. Qwest intends to apply tariffed access rates to design

19

changes, as evidenced by the process notification Qwest issued on August 31,
12

Note: Ms. Stewart uses an older numbering convention for these issues, i.e., 4-5(a) for loop design
changes, 4-5(b) for CFA design changes and 4-5(c) for UDIT design changes. The issues are the same as
the issues referred to in my testimony as Issues 4-5, 4-5(a) and 4-5(b), respectively.
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1

Ms. Stewart argues against Eschelon’s proposal for Issue 9-3115 which identifies,

2

among other activities, design changes as part of access to unbundled network

3

elements. She states that Qwest is concerned Eschelon may be seeking “TELRIC

4

rates for services not within Section 251 of the Act and for which TELRIC rates

5

do not apply.”16

6

These facts, taken in conjunction with Qwest’s August 31, 2006 notice, strongly

7

imply that Qwest will attempt to apply charges for these activities without

8

Commission approval or review.

9

To the extent that Qwest attempts to show that these costs are not recovered by

10

other rates and seeks cost recovery for them in separate rates, those rates should

11

be non-discriminatory, cost-based TELRIC rates.
Q.

12

BESIDES QWEST’S ATTEMPT TO APPLY TARIFFED ACCESS

13

CHARGES FOR DESIGN CHANGES, DOES ESCHELON HAVE OTHER

14

CONCERNS REGARDING QWEST’S ATTEMPTS TO RESTRICT

15

ACCESS TO DESIGN CHANGES?
A.

16

Yes. On September 11, 2006, Qwest issued a Level 3 CMP notice that revised its

17

Provisioning and Installation Overview by changing the verbal supplement for

18

CFA slot change on the due date. Qwest added the following language:

15
16

Issue 9-31 is discussed in detail in the testimony of Mr. Starkey.
Stewart Direct, page 14, lines 4 – 7.
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1

SUPPORT SYSTEMS” DURING THIS TYPE OF CFA DESIGN

2

CHANGE.25 WHAT IS THE PURPOSE OF THIS TESTIMONY?
A.

3

Ms. Stewart is attempting to build upon her incorrect notion that Eschelon’s

4

language would prevent Qwest from assessing a charge for this type of CFA

5

design change, by referring to costs that would purportedly go un-recovered if

6

Qwest were not allowed to assess a charge in these instances. However, Ms.

7

Stewart’s notion is incorrect, as under Eschelon’s proposal Qwest has the

8

opportunity to substantiate its costs regarding these design changes at the

9

Commission and request a rate that recovers the costs that Qwest alleges it incurs.

10

Furthermore, Eschelon is already separately paying for coordination during these

11

coordinated cuts, and this coordination should cover the types of activities that

12

Ms. Stewart mentions (i.e., re-review the service order and update downstream

13

OSS). As explained in my direct testimony26, the actual design change work of

14

the central office technician to perform a CFA design change in this scenario

15

would take a matter of seconds or minutes. And a few minutes of the central

16

office technician’s time should not amount to a charge in the neighborhood of $70

17

or more, which is what Qwest is assessing in other states.

18

changes…”]
Stewart Direct, pages 10, lines 12-16.
26
Denney Direct, pages 31 – 34.
25
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A.

1

No.

The fact that Eschelon has agreed to compensate Qwest for design

2

changes (either because Qwest is already recovering design change costs or

3

because Qwest establishes cost-based rates for design changes) cannot be

4

disputed. This is clear in Eschelon’s direct testimony,30 and was reiterated in

5

my rebuttal testimony.31 Ms. Stewart’s own testimony even shows that she

6

understood when writing her rebuttal testimony that it is Eschelon’s position

7

that Qwest should be compensated for design changes to the extent these costs

8

are not double-recovered,32 and the Department of Commerce understands that

9

Eschelon’s language would allow Qwest to be compensated for design changes

10

provided to Eschelon.33 Furthermore, Eschelon has also agreed to language in

11

Section 5.1.6 of the ICA which states that “Nothing in this Agreement shall

12

prevent either Party from seeking to recover costs…”

30

Denney Direct, p. 18 (“Qwest can assess a cost-based rate for design changes so long as Qwest files cost
support with the Commission and receives Commission approval.”); Denney Direct, p. 15 (“Eschelon
needs a ruling that provides certainty that Qwest will continue to provide changes at cost-based rates.”);
Denney Direct, p. 35, lines 6-12.
31
See Denney Rebuttal, p. 12. (“Eschelon’s position statement, testimony and, most importantly, contract
language make very clear that Eschelon is not attempting to prevent or limit Qwest from recovering its
costs.”) See also Denney Rebuttal, p. 14, lines 3-16 (“Eschelon’s language does in fact allow Qwest to
assess a CFA design change charge in this circumstance to the extent that Qwest has a Commissionapproved rate.”); See also Denney Rebuttal, p. 15, lines 3-9 (“…under Eschelon’s proposal Qwest has the
opportunity to substantiate its costs regarding these design changes at the Commission and request a
rate…”)
32
Stewart Rebuttal, p. 3, lines 16-18 (“Eschelon acknowledges that Qwest incurs costs to perform design
changes for unbundled loops and, further, recognizes that Qwest should be compensated for these costs.”)
This contradicts Ms. Stewart’s testimony at page 1 of her rebuttal where she testifies: “The real dispute
relating to design changes is…whether Eschelon will agree to pay for these changes and to compensate
Qwest for the costs it incurs to perform them.”
33
Fagerlund Rebuttal, p. 9, lines 12-15 (“I support the Eschelon language in Section 9.2.3.8 that provides
recognition that a Design Change charge for unbundled loops could be proposed in the future, but leaves
open what that charge will be.”)
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