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Public Policy Consulting

Consulting services provided to

e The telecommunications and energy industries
e Large and small consumers

e Regulators

e (Consumer advocates
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Public Policy Consulting

Current and Recent Clients

Homebuilders Association of
Metro Denver

Colorado Energy Assistance
Foundation

Catholic Charities

Colorado Office of Consumer
Counsel

Qwest Communications

Astaris, LLC
Missouri Office of Public Counsel
Univance

NASUCA members in Pennsylvania,
Maine, Missouri, Ohio, and
Maryland

Competition Policy Institute
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Qwest, Consumers and Long Distance Entry:
A Discussion Paper

QWEST, CONSUMERS
AND LONG DISTANCE ENTRY

A Dlecussion Pager Available on website

WWW.rbinz.com
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Purpose of the Report
- What does Qwest'’s acquisition of USWEST mean
for competition in the region?

- How much should Qwest'’s professed new attitude
count toward §271 approval?

- How likely is it that consumers will benefit if
Qwest receives §271 approval?
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Some Major Findings

Experience in New York and Texas shows
Telecommunications Act of 1996 can work

Qwest has above-average levels of retail competition
in its region today

Retail and wholesale service quality has sharply
improved

Attitudes are changing after Qwest merger
CLECs give Qwest high marks for flexibility
Performance Assurance Plan is key to §271 success
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Finding: Changed attitudes at Qwest
makes §271 more likely to succeed

Qwest out-of-region CLEC
business shapes its attitude

Qwest sees genuine value in
wholesale markets

Qwest has an extensive national
and international fiber network

Qwest is breaking with RBOC
positions on some policy issues

Public Policy
Consulting




Finding: 2000 FCC data shows Qwest region
above average in CLEC entry

States with highest levels of Competitors had gained 8.4%
residential competition of all access lines

m 20% of business lines
m 4.2% of residential lines
Qwest region trailed only

Verizon; it led the SBC and
BellSouth regions

Iowa and Colorado were #3
and #4 nationally for
residential competition
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Finding: Retail service quality is improving

In most important measures
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Finding: Retail service quality is improving
In most important measures
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Finding: Retail service quality is improving
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Finding: Wholesale service quality is also
Improving, moving to parity

nstallation Commitments Met (Percent) - Dispatches within MSAs
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CLEC Entry Model using UNE-P

Case A Case B Case C

North Dakota

Oregon

South Dakota
:
Washington

Case A — No Add’l Revenue (0%) Case C — Med Add’l Revenue (100%)

Case B — Low Add’'l Revenue (50% Case D — High Add’l Revenue (150%)

Table 6 -—- Summary of CLEC Margins Using UNE-P Under Four Scenarios

Relationship between UNE
costs and retail rates varies
among Qwest states

CLEC margins depend on
level of toll and features

CLECs generally have
attractive margins for
customers with above
average additional revenues
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Measuring CLEC Local Market Entry

Resources
I

FCC Competition Reports
Reports from ILECs

Wall Street Analysts

State Commission Reports
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The FCC’s Competition Report

Strengths

. Consistent national
reporting: definitions,
timeframe

 Carrier reporting
enforced by FCC rule

- Accessible

Limitations

Reporting threshold of
10,000 lines

Data by state, not by
carrier region

Some data is kept
confidential

Report is annual, lagged
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CLEC Entry -- All Lines by RBOC Region
based on FCC Competition Report as of 12/31/00
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CLEC Market Share by State -- All Lines

based on Dec 2000 FCC Competition Report
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Qwest Estimate of CLEC Market Share

CLEC Lines divided by Total Lines

Resold Lines Qwest Line
Counts
plus
UNE-P. lines from Internal
Reports
plus
Switched lines g
(from E-911 records) CLEC Lines

(CLEC Res/Bus ratios estimated from White Pages listings)

Public Policy
Consulting




Region-wide CLEC Market Share
Estimated Using Qwest Method

Residential Business Total
Resold Lines 148,201 211,889 360,090
UNE-P Lines 54,505 420,916 475,421
CLEC Switched Lines 873,379 2,338,209 3,211,588
Total CLEC Lines 1,076,085 2,971,014 4,047,099
Qwest Lines 11,217,483 4,804,982 16,022,465
CLEC Market Share 8.8% 38.2% PAVPA)
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FCC’s Use of CLEC Market Share
Recently Approved §271 Applications

- SBC Arkansas/Missouri Joint Application (Nov 01)
m SBC estimated 10% CLEC share in Missouri

m SBC estimated 9% CLEC share in Arkansas, including 13.5%
business, 5.6% residential

m DOJ confirmed results using E-911 database

- Verizon Rhode Island Application (Feb 02)
m Verizon estimated CLEC had 16% of all lines
m Verizon’s method is similar to Qwest’s method
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FCC’s Use of CLEC Market Share
Recently Approved §271 Applications

We disagree with commenters that assert that under our public
interest standard, we must consider the market share of each entry
strategy for each type of service.

Given an affirmative showing that the competitive checklist has
been satisfied, low customer volumes in any one particular mode of
entry or in general do not necessarily undermine that showing. As
the Commission has said in previous section 271 orders, factors
beyond the control of the BOC, such as individual competitive LEC
entry strategies, might explain a low residential customer base.

Verizon Rhode Island Order (February 22, 2002), p 53.
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Conclusions

CLEC entry in Qwest region is relatively higher than for
several other BOC regions

True for residential as well as business service

There is a wide variation in CLEC market share in
Qwest region states

While CLEC market share data is informative to FCC, it
IS neither necessary nor sufficient for §271 approval
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The End

Thanks for the invitation.

This presentation is posted at www.rbinz.com
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