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DECLARATION OF ROBERT H. BRIGHAM AND DAVID L. TEITZEL
REGARDING THE STATUS OF TELECOMMUNICATIONS COMPETITION IN
THE MINNEAPOLIS-ST. PAUL, MINNESOTA METROPOLITAN STATISTICAL
AREA

I. INTRODUCTION AND SUMMARY.

1. - My name is Robert H. Brigham. My business address is 1801 California Street,
Denver, Colorado 80202, and I am currently employed by Qwest Service Corporation
(“QSC”)I_ as a Staff Director in the Publié Policy department. In my current position, I
develop and present Qwest’s advocacy :before regulatory bodies concerning pricing,
competition and regulatory issues. I have been employed by Qwest and its predecessor
companies for over 30 years, holding various management positions in Marketing, Costs
and EconomicrAn.alysis, Finance and Public Policy. I have testified before numerous

state commissions in the Qwest region.

i X ' .
QSC performs support functions, such as regulatory support, for other Qwest entities.
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2, My name is David L. Teitzel. My business address is Room 3214, 1600 7" Ave.,
Seattle, WA 98191. My title is Staff Director and I am a member of QSC’s Public
Policy organization. In that position [ develop and present company advocacy in matters
relating to the manner in which Qwest Corporation ("Qwest") is regulated for retail
services. These matters include regulatory reform in dockets before state Commissions
and the FCC. [ have been employed by Qwest and its predecessor companies for over 32
years and have held a number of management positions in various depariments, including

Regulatory Affairs, Network and Marketing.

3. The purpose of this declaration is to demo_nstrate that extensive competition exists
for Qwest’s mass market-and enterprise telecommunications services in the Minneapc;lis—
St. Paul Metropolitan Statistical Area (“MSA”™) from a wide variety of intramodal and
intermodal competitors. Consistent with the analytical framework the Commission
applied to Qwest’s earlier Iforbcarance request with resPeét. to the Omaha MSA, our
declaration provides facts and evidence demonstrating that these competitors are actively
_competing- with Qwest in. the Minneapolis—St. Paul MSA via a full range of
telecommunications service platforms. Many qorﬁpetitors compete fbr customers by
building their own facilities or utilizing other non-Qwest facilities (including competitive
fiber cable networks, coaxial cable networks, wireless services, internet-based services,
etc.). Competitors also compete via the purchase of wholesale services from Qwest,

including Unbundled Network Elements (“UNEs”), Qwest Platform Plus (;‘QPP”}, Qwest
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Local Services Platform (“QLSP™),? Special Access services, and retail services sold at a

resale discount.

4. Our declaration and associated exhibits contain information obtained from
publicly-available sources and internal Qwest databasesl, and the sources of data upon
which we rely in this declaration are fully identified. We attest that all Qwest data in this
declaration is accufate as of the filing date of Qwest’s petition in this proceeding and that
any information obtained from ndn-Qwest sources is shown precisely as it is reported by
the source. A summary of the competitive information in our declération is set forth

below, _

5, As of 2005, U.S. Census data shows that there were approximately 1.24 million.
houscholds and 3.14 million people in the Minneapolis-St. Paul MSA,” up from 1.13
mi11i01\1 and 2.98 million respectively in 2000.* Clearly, the Minneapolis-St. Paul MSA is
experiencing a steady growth trend, with households increasing almdst 10% and
population increasing more than 5% over this Fimefrdm_e. [t can be conservatively
assumed that demand for telecommunications services in the Minneapolis-5t. Paul area

has increased apace. However, despite this upward trend in housing and population,

2 In January 2007, CLECs began converting their QPP-based services to the new Qwest Local Services Platform
(“QLSP™) wholesale service as discussed later in this declaration.

3 The Minneapolis-3t. Paul MSA encompasses Anoks, Carver, Chisago, Dakota, Hennepin, Isanti, Ramsey, Scott,
Sherburne, Washington and Wright Counties.

4 http:/fwww census. gov/popestrhousing /HU-EST2005-CO htmd;

http://www.census, pov/population/www/estimates/Estimates%20pages_final.btml. (Table 1).
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Qwest’s retail access line base in the Minneapolis-St. Paul area has. fallen sharply since
2000 as residential and business customers have availed themselves of the expanding
array of competitive altefnatives to Qwest’s services. As shown in Table 1 below,
Qwest’s retail residential, business and public coin access line base in the Minneapolis-

St. Paul MSA has declined dramatically since 2000

-begin confidential

Table 1

Qwest Retail Access Lines in the Minneapolis-St. Paul MSA

Retail Service Dec. 2000 Dec. 2006 Difference % Difference

Resdorval | NENGEN | ENEN | WEEE | BEN |
“Business HE BN B | .
Public B M | N
ol | | |

end confidential
These access line trends are driven by the proliferation of intramodal and intermodal
" competitive alternatives to Qwest’s services in the Minneapolis-St. Paul MSA, and the

range of alternatives continues to expand, as we discuss in our declaration.

6. The mix of competitive alternatives in the Minneapolis-St. Paul MSA continues to

evolve. Traditional competitors, such as CLECs, continue to aggressively compete with

? These resulfs exclude any access line losses occurring prior to December 2000 and therefore understate the extent of
competitive losses in the Minneapolis-St. Pau] MSA.
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Qwest and intermodal competitors such as wireless and Voice over Intemet Protocol
(“VoIP™)® providers, are rapidly gaining a signtficant share of the telecornmunications
market. It is noteworthy that CLECs are lightly regulated and intermodal competitors are
generally subject 1o even less regulation. Since these competitors are under no obligation
to report customer in-service data,’ especially at the MSA level, precise measurements of
competitor “shares” are not possible to obtain. However, independent reséarch houses
have addressed this void by conducting primary customer research to gquantify
competitive telecommunications dynamics, and Qwest has purchased such research to

gain insights into market trends.

For example, TNS Telecoms, an independent research firm, conducts a quarterly "share”
analysis in each of the states to estimate competitors’ shares 6f the residential
telecommunications markets. TNS collects actual billing information from a statistically-
reliable sample of customers in each state® (and select MSAs) and tabulates the number
of residential customers subscribing to Qwest service (landline, DSL or wireless) as well
as services of Qwest’s landline and wireless competitors. TNS uses this data to calculate

"shares of customer connections" (excluding video connections) for each service provider

6 VolP services are now offered on a “stand-alone™ basis by providers such as Vonage, SuﬁRockct, Packet8, etc., as
well as on an “integrated” basis by Cable MSOs such as Comcast.

! The regulatory status of local telephone service provided by VoIP technology is the subject of an open FCC
proceeding (IP-Enabled Services, WC Docket No. 04-36, Notice of Proposed Rulemaking, 19 FCC Red 4863).
Currently, telecom providers are not required by FCC instructions for Form 477, which is the reporting tool used by
telecom. providers to report in-service access line counts to the FCC, to report VolP-based access lines. If the FCC
rules in its pending IP services proceeding that VolP service is 2 telecommunications service, providers of these
services may be required to report in the future access lines served via VoIP. However, until that time, providers
utilizing VolP to provide telecom services are not required to report in-service data to the FCC.

¥ 1n Qwest's 14-state tertitory, the TNS research sample is drawn strictly from exchanges within the Qwest service area
footprint and does not include data from Independent service territory.
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in the consomer telecommunications market.” TNS defines a "conmection” as any
telecommunications service used by the customer. For example, a residential access line,
a wireless service and a broadband internet line used by a customer would each be
counted as a discrete "connection" under the TNS definition. Thus, a customer with
Qwest landline service, Qwest DSIL service and Verizon Wireless service would be

counted as having three "connections," with Qwest holding a 66% “connections share.”

In fourth quarter 2000, TNS reported that Qwest's share of residential customer
connections in the Mirneapolis-St. Paul MSA was — By fourth quarter 2006,
Qwest's share of residential communications connections in the Minneapolis-St. Paul
MSA had declined to [N’ This data confirms that an increasing number of
Minneapolis-St. Paul-area consumers are utilizing rnon-Qwest telecom alternatives to

satisfy their telecommunications needs.

7. It is equally difficult to develop precise measurements of “share” in the business
markets given the diverse scope of intramodal and intermodal competition that now exists
in the Minneapolis-St. Paul MSA, and the general lack of available customer in-service
data for these competitors. However, TNS Telecoms also conducts primary résearch' in

the small business and enterprise business segments and has assembled “revenue share”

? TNS Telecoms does not conduct a "connections share” analysis for the business market, and instead produces &
“share of total telecom spend™ analiysis for the business segment.

10 Source: TNS Telecoms, February 2007,
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estimates for these markets that indicate competitive trends.!! TNS classifies businesses
generating less than $1,500 in monthly telecom revenues as “mass market” business
customers and businesses generating monthly revenues at or above this level as
“enterprise” business customers. The TNS research shows that as of the fourth quarter of
2006, Qwest’s share of Minneapolis-St. Paul MSA revenues was || for e
small business market and |} R for the enterprise market.n Thus, a large and
expanding proportion of both small and enterprise business customers in the
Minneapolis-St. Paul MSA are purchasing a wide array of telecommunications services

from Qwest’s competitors, as described in the following sections of our declaration.

8. Comcast - Communications, the predominant cable provider serving the
Minneapolis-St. = Paul MSA, aggressively competes with Qwest in the
telecommunications market.”> As of December 2006, Comcast was serving a geographic
area encompassing Qwest wire centers that account for over _ of the Qwest
" residential lines and approximately — of the Qwest business lines in the

Minneapolis-St. Paul MSA." As discussed later in this declaration, Comcast competes

11 ; " . . ) . .

TNS Telecoms does not collect “connections share” data in the business market, and instead, determines “revenue:
share” for the various competitors in the market based on the amount of monthly spending of the survey respondents
with each telecommunications service provider from whom they report they are purchasing service.

12 Source: TNS Telecoms, February 2007,

13 The competitive dynamics regarding Comcast in the Minneapolis-St. Paul MSA are similar to the competitive
dynamics in the Omaha MSA, where the Commission has previously reviewed and ruled upon a Qwest forbearance
petition.

1 Based on Comcast media coverage map of the Twin Cities, MN DMA. The coverage area of the Comcast media
map was compared to the list of communities Comcast has reported te the FCC it now serves in the Minneapolis-
St.Pau! MSA to confirm the accuracy of the Comcast DMA map for the Twin Citics area (sce

http;//iwincities. comcastspotlight. comy/sites/Tiefault. aspx ?pageid=52 1 6 & siteid=129&subNay=2. See Exhibit 1, Page
L.
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with Qwest by wtilizing its own extensive coaxial cable and fiber network and Comcast-
owned switches. Comcast offers a broad range of telecommunications services to

residential, small business and enterprise business customers in the Minneapolis-St. Paul

MSA.

9. In addition to Comcast, there are at least [JJJ ]l uvaffiliated CLECs actively
competing With Qwest in the Minneapolis-St. Paul MSA, ranging from national CLECs
such as AT&T, McLeodUSA, and XO Communications, to regional CLECs such as
Eschelon, Integra, POPP Telecom and TDS Metrocorﬁ. As discussed in following
sections of our declaration, these CLECs are serving restdential ¢ustomers as well as
business and governmental customers of virtually all sizes. As of December 2006,
CLECs are competing with Qwest in 100% of the wire centers in the Minneapolis-St.

Paul MSA."

10. A significant amount of fiber optic cable has been. placed by competitive service
providers in the Minneapolis-St. Paul MSA, and this fiber is used to bypass Qwest’s
network. According to GeoTel, approximately |l miles of fiber (excluding
fiber owned by Qwest and Qwest’s affiliates) has been placed in the Minneapolis-St. Paul
MSA. This fiber is typic‘:'ﬂly used by Qwest’s competitors to serve enterprise apd

wholesale customers.'®  The GeoTel data shows that at least one fiber-based competitor

15 Source: Qwest Wholesale Database, December 2006.

16 GeoTel continually works to update its data regarding fiber-based competitors and provides updated data
approximately every six months, However, GeoTel does not possess compiete data regarding each fiber-based
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is present in [ of Qwest’s wire centers in the Minneapolis-St. Paul MSA, and

these wire cenlers contain over B of Qwest’s retail residential lines and

B of Qvwest's retail business lines in the Minneapolis-St. Paul MSA. In
addition, competitive fiber is now being used to serve over ||l vuvildings in the

Minneapolis-St. Paul MSA."

i1,  Landline-based competitors are also using special access services purchased from
Qwest to serve customers in the Minneapolis-St. Paul MSA. As of December 2006,
competitors purchased over — voice grade equivalent (“VGE”) special
access channels i this geographic area—a number that exceeds the nurinber'of VGE
circuits provided to CLECs .via mmbundled network elements, Qwest ‘élatform Plus and

resale combined.

12. Wireless sefvicc is used as a direct substitute for traditional landline service by an
ever-increasing number of customers and is contributing to Qwest’s retail access line
reductions. At least four major wireless service providers, including.Verizon, AT&T, T-
Mobile and Sprint, are now providing service in the Minneapolis-St. Paul MSA,'® with at
least one wircless provider providing service in every Qwest wire center. The

Commission’s recent Commercial Mobile Radio Services (“CMRS”) report released on

competitor, and the data reporied above is therefore likely understated. GeoTel data underlying the numbers above was
provided to Qwest in October 2006.

17 Source: GeoTel, October 2006,

18 Qwest also provides wireless service in the Minneapolis-St. Paul MSA. According to an analysis by TNS, however,
Qwest holds only a [ share of the consumer wireless market in the Minneapelis-St. Paul area.
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September 29, 2006 cites to various sources in estimating that 6 to 12 percent of U.S.
.households have replaced their landlines with wireless service.” Other research,
however, suggests that these estimates actually understate the proportion of customers in
the Minneapolis-St. Paul MSA who have “cut the cord.” On October 18, 2006, Telephia,
an independent research entity specializing in Consumer market research, released the
results of primary research showing that 15.2% of the households polled in the
Minneapolis-St. Paul metropolitan area used only wireless service in their homes and no
longér subscribed to landline telephone service.?’ There can be no doubt that wireless
service represents a significant and growing form of direct competition to Qwest’s

landline service business in the Minneapolis-St. Paul MSA.

As discussed later in our declaration, the number of wireless subscribers in Minnesota

climbed to 3.5 million in June 2006 and now significantly exceeds the number of ILEC

and CLEC lines combined in the state. Further, as described later in our declaration,
Yankee Group research found that more than 51% of local calls and 68% of long distance
calls have been replaced by wireless. As customers with both a wireless and wireline:
phone find that an increasingly significant proportion of fheir voice calls (as well as
internet access functidnality) can be accommodated via cellular phones, an even greater
proportion of Qwest’s residential and busim;ss landline customer base will be encouraged

to “cut the cord.”

19 CMRS Report at pp. 89-90.

20 Midwesterners Cut the Cord: Households in Detroit and Minneapolis-St. Paul Have The Highest Rate of Wireless
Substitution Among 20 Largest U.S. Cities, According to Telephia: Oct. 18, 2006. See Exhibit 1, Page 2.
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I1. CABLE SERVICES COMPETITION.

13, The Minneapolis—St‘ Paul MSA is primarily served by one major cable Multi
Service Opefator (“MSO™) — Comcast.”! In April 2005, as part of a $17.6 billion bid to
purchase the assets of Adelphia Communications (which was operating under Chapter 11
bankruptcy protection), Comcast and Time Warner Cable announced an agreement to
exchange cable properties—an exchange that included the transfer of r. Time Warner
Cable’s properties in Minneapolis to Comcast.?? As a result of this transaction, Comcasf
announced that it would add 193,000 Time Warner Cable subscribers in Minneapolis to
its 345,000 subscribers in the. St, Paul and northwestern suburban areas to become the
domi—nant cable provider in the Minneapolis-St. Paul MSA. The transfer of the
Minneapolis cable franchise to Comcast was approved by the Minneapolis City Council
in July 2006, and today Comcast serves approximately 600,000 households in the
Minneapolis-St. Paul MSA with cable television, telephony and/or high-speed internet

service.”

14. A detailed map of Comcast’s network in the Minneapolis-St. Paul MSA is
proprietary and not available to Qwest. However, the “Comcast Spotlight” map

presented on the Comcast website (see Exhibit 1, page 1) clearly shows that Comcast’s

21 Some Qwest wire centers, especially in the Lake Minnetonka area, are served by Comcast and Mediacom. And, as
discussed later in this declaration, Charter Communications and U S Cable each serve a limited number of smatler
communities within the MSA.

2 http:/fwww biziournals.com/twincities/stories/2005/04/18/daily54 htm]. See Exhibit |, Page 4. -

2 Estimates based on Comecast Spotlight map of Minneapolis-St. Paul coverage area—Exhibit 1, Page 1. See:
http.//www.comcastspotlight.com/www/common/media/minneapolis_st_paul/Maps/CSTCMapZ111.pdf.
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cable coverage area in the Minneapolis-St. Paul Designated Market Area (“DMA™?*
cncompasses nearly all of the Minneapolis—St. Paul MSA, and indicates that Comcast
serves customers in 48 of the 58 Qwest wire centers in the MSA.? In fact, according to
this Comcast media coverage map, the Comcast network serves Qwest wire centers that

contain over [JIJ il of Qwest's residential lines and approximately T -

Qwest’s switched business lines in the Minneapolis-St. Paul MSA 28

Comcast has reported that nationally, it provides cable service to 24.2 million of the 45.7
million homes it passes, for a penctration rate of 51.3%.% Assuming this same
‘penetration rate holds true for Comecast in the Minneapolis-St. Paul MSA, its network

would pass approximately 1.2 million homes.?*

15, Comcast Digital Voice (“CDV™) service, which .utilizes VoIP technology, is
“available to virtually all of its customers in the Minneapolis-St. Paul MSA,*” and

Comcast is marketing its CDV offering aggressively, as described below. With 1.2

L On its “Comeast Spotlight” website, Comcast reports its media coverage area and the number of cable households in
the Minneapolis-St. Paul Designated Market Area (“DMA™). DMA is a terin commonly used in the media industry to
define geographic coverage arcas for advertising purposes. The data provided as Exhibit 1, page 1, includes a map of
Comcast’s coverage area in the Minneapolis-St. Paul DMA, along with the number of cable households in each
geographic zone within the DMA. This data is offered to potential advertisers as a representation of the geographic
reach advertisers can expect when using the Comcast network to distribute advertising, and represents a reasonable
approximation of Comecast’s network facilities footprint within the Minneapo!is-St. Paul DMA.

25 Some Qwest wire centers, especially in the Lake Minnetonka area, are also served by Mediacom,

2 Source: Qwest Forecast Data Mart data as of December 2006, |

T Comeast 10K, filed with the SEC on February 28, 2007, page 3.

%% This estimate is derived as follows: 600,000 households served / 0.513 penetration rate = 1,169,591 homes passed.

s Prior to transferring its facilities to Comcast, Time Warner Cable had been offering digital phone service to its cable
customners in Minneapolis. Comcast began offering CDV to its St Paul area custorers in early 2006,
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million homes passed in the Minneapolis-St. Paul MSA, if Comcast achieves its goal of a
20% CDYV penetration level by 2009 (see .below), this would equate to over 200,000 CDV
customers. These phone service customers are served entirely via Comcast-owned
network facilities, as Comcaé‘t does not rely on Qwest wholesale network clements in the

provision of its telephone services.

16, Comeast’s CDV offering has been growing rapidly on a national basis, and this
growth is accelerating. In 72006, Comcast senior leadership expressed highly optimistic
prospects for growth in its digital voice telephone operations over the next three years.
John Alchin, co-Chief Financial Officer for Comcast stated.:

“In that time frame, it is entirely conceivable and even probabie that we

could add 10 miliion phone customers.™?
In September 2006, Comcast reported that it was eﬁcpecting to add 1.3 million to 1.4
million digital phone customers nationally for the year versus the 1 million additions it
had previously estimated.”> However, Comcast’s success with its Digital Voice product

in 2006 actually exceeded these projections; Comcast added over 1.5 million digital

phone customers for the year.”

4057-AD62 3917AB81D79F} See Exhibltl Page 5.

hum’r’www multichannel.com/ardicle/CA63I74497.html. See Exhibit 1, Page 7.

Comcasr Reports 2006 Resuits and Outlook for 2007, Announces 3-for-2 Stock Split, Press Release issued February,
1, 2007, Table 6. Sce Exhibit 1, Page 11,
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According to its Fourth Quarter 2006 Report; Comecast has a nationwide subscriber base
of 2.5 million telephone subscribers, with 1.86 million CDV subscribers and 652,000
circuit switched telephone customers.™ " Comcast reported rapidly accelerating CDV
growth throughout 2006. Following growth of 232,000 subscribers in the first quarter,
326,000 subscribers in the second quarter, and 483,000 subscribers in the third quarter,
Comcast added 508,000 CDV customers in the fourth quarter of 2006.* In describing
Comecast’s 2006 performance, Chairman and CEO Brian Roberts proclaimed:

2006 was simply our best year ever. Powered by our triple play offering

and superior products, we added more RGUs [i.e., revenue-generating

units] than at any other time in our history and reported terrific growth in

cable revenue and Operating Cash Flow. This record-setting performance

demonstrates substantial operating momentum, and we could not be more

enthusiastic about the future.®
By year end 2007, Comcast plans to have CDV service available to' 40 million homes
nationally, and projects that it will provide CDV to 8 million—or 20%—of these
customers by 2009.*® Comcast has reported that the company's Digital Voice service

was driving the adoption of other products, with 80% of its CDV customers also

purchasing cable and high speed internet.”’

By

34 Citigroup Entertainment, Media and Telecommunications Conference, Presentation of Comecast, January 9, 2007;
page 11; see: hitp//www.veracast.com/webcasts/citigroup/emtd7/0510368%.cfin. See Exhibit 1, Page 26.

33 Comcast Reports 2006 Results and Outlook for 2007, Announces 3-for-2 Stock Split, Press Release issued February,
1, 2007, Page 1. See Exhibit [, Page 11. ’

-3 Citigroup Entertainment, Media and Telecommunications Conference, Presentation of Comcast, January 9, 2007,

page 11; see: hitp://www.veracast.com/webcasts/citigroup/emt07/5103689.cfin. See Exhibit 1, Page 26,

3 14,
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17. Comcast currently offers its CDV service, which is provided via VolP
technology,*® to residential customers served via the Corﬁcast network at a standard price
of $39.95 for customers already subscribing to Comcast cable television and high speed
internet service. For customers with either Comeast cable television service or high
speed internet service, Comcast prices its CDV service at $44.95 per month. If the
customer wishes to subscribe only to CDV service, Comcast’s monthly rate for the
service is $54.95. Comcast Digital Voice service includes unlimited local and long
dist;cmce' calling (including free long distance calls to Canada) plus 12 standard calling
features.> Comcast has also been aggressively promoting its “triple play” bundle of

Comcast Digital Cable, Comcast High-Speed Internet and Comcast Digital Voice to new
| customers in the Minncapolis-St. Paul area (other promotions are available for existing
customers). Comcast’s promotional rate for this bundled package is $99.00/month for 12
months, after which time the price increases to $135.38.  In addition, Comcast has
recently been using direct mail advertising in the Minneapolis-St. Paul area to offer its
CDhV s;ervice at a price of $29.95 for 4 months.*! This particular promotion apbcars to be

targeted to select customers, and is offered on a limited-time basis.

Whllc Comcast uses VolP technology in providing telephone services, Comeast requires its digital telephone
subscribers to use Comeast’s coaxial loop network. Comeast’s telephone service is not offered to any subscriber that
subscribes to broadband service from a provider other than Comcast.

Scc Exhibit 1, Page 45.

40 http:/Awww . comeast.com/shop/uyilow/default.ashx. See Exhibit 1, Page 49,

M See Exhibit 1, Page 59,
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18 While Comecast has traditionally marketed its services to residential consumers,
this focus is now expanding. Comcast recently arnounced that its “next great business
opportunity” is to sell internet, voice and video services to small and medium sized

. 2
businesses.*

On August 7, 2006, Comcast announced the appointment of Mr. William
Stemper as president of Comcast Business Services. In announcing Mr. Stemper’s
appointment, Dave Watson, Executive Vice President of Operations for Comcast stated:
I’m thrilled that he will lead Comcast’s continued efforts as we leverage
our unparalleled network to deliver video, voice and data services for the
‘business marketplace.43
Comcast states that its target is to capture 20% of the phone market in five years,
resulting in $12 to $15 billion in additional revenues. Comcast also announced that it

would invest $250 million in 2007 and $3 billion over five years to serve these business

CU,St(.‘)IIICI‘S.44

On March 21, 2007, Comcast announced the opening of a call center in Centennial,
Colorado, that will serve as “one of two facilities nationwide dedicated to the company’s

»45

small business clientele”™ in Minneapolis-St. Paul and elsewhere. According to

Comcast, the center will initially be staffed with 100 employees, with room to expand to

R - g

2 Comcast defines this market as businesses with less than 20 employees.

=892959. See Exhibit 1, Page 60.

a Citigroup Entertainment, Media and Telecommunications Conference, Presentation of Comcast, January 9, 2007,
pages 12-13: hup://www.veracast.com/webcasts/citigroup/emt07/05103689.cf. See Exhibit 1, Page 26. Also, see
“Comcast CEO says next target is businesses,” Philadelphia Inquirer, January 11, 2007 See Exhibit 1, Page 61.

23910 5431464.00.html. See Exhibit 1,
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400 employt:'s:s.“6 In making this announcement, Jim Erickson, Comeast’s vice president
of business services for the west division stated:
The Centennial office will play an integral part in the nation’s largest
cable company’s plans to offer a bundle of phone, Internet and video
services to the estimated 5 million small businesses in its territory.
Comcast already offers Internet and pay TV to businesses but will ramp up
efforts when it launches phone service later this year."’

Clearly, Comcast is already positioning -itself to pursue its “next great business

opportunity.”

19. Comcast’s commitment to the Minneapolis-St. Paul arca is illustrated by its
announcement on March 14, 2007 that it would be adding 200 jobs in the Minneapolis-St.
Paul area, reﬁreSenting an 11% increase in its existing workforce of 1,800 in the Twin
Cities.*® Comcast advised that the new jobs would be in “direct and commercial sales,

. .. 4
communication technology and customer service in the call centers.”

20.  Finally, Comcast and other cable providers are now moving into the wireless
market. Comcast, along with Time Warner Cable, Cox Communications and Advanced

Newhouse are involved in a joint venture with Sprint Nextel to provide integrated mobile

50

phone service to their cable customers.” Comcast began offering the Sprint Nextel

m:/www bizjournals. com/twincities/stories/2007/03/)1 2/dailvi0.h

. See Exhibit 1, Page 63.

50 http://news.com.com/2100-1039 3-6147061.html. See Exhibit 1, Page 64.
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wireless service in Boston and Poertland in 2006, and plans to éxpand to other areas in
2007 (Comcast has not yet pu.blicly revealed its wireless .implementation plan for the
Minneapolis-St. Paul MSA).>" This arrangement allows Comcast to fill a gap in its
product portfolio, and will enable Comcast to offer the “quadruple play” bundle of
services 1o customers, consisting of video, broadband internet access, digital telephone
and wireless service. Since customers clearly prefer one-stop shopping for their
communications services, this arrangement is a tool for Comcast to drive up penetration

rates for all services in the bundle.

Comcast sees mobility as a way to add more convenience and value to its customer base.
In an article. on C/Net, Tom Nagel, senior vice president andr general manager for wireless
at Comcast, stated “There is no question that wireless ties all of our services together.
The idea is you can fake the services you enjoy at home with you when you’re on the go
using a mobile device.”* According to this article, Comcast’s initial launch “will allow
customers to access their e-mail, cable TV guide and home veoice mail from their cell
phones. They’ll offer some video content on their phones that would otherwise be
available only at home. Eventually, the cable companies want to allow customers to be

able to do things like program their DVRs remotely from their handsets »**

2.v=1. See Exhibit 1, Page 66.

52 | ttp:/inews.com.com/2100-1039_3-6147061 html. See Exhibit 1, Page 64.

B
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21.  Independent industry analysts identify ILEC access line losses to cable telephony
providers as significant and continuing.‘ For example, Fitch Ratings states:

The competitive impacts of technological change remained intense, as
expected, in 2006 and this should continue in 2007. Cable multiple
system operators (MSOs) have aggressively rolled out digital telephony
services using voice over Internet protocol (VoIP) technology that has
increased retail access line erosion of incumbent local exchange carriers
(ILECs). The scale of this erosion, which is expected to reach a total of
approximately 6 million, representing cable telephony net additions in
2006 of more than 3 million, has increased with the widespread
availability of cable telephony and its associated multi-service bundles.**

Like the majority of cable MSOs, Comcast has deployed VoIP technology to support
continued growth in its digital telephone market segment. Industry analyst Light Reading
states:
North American cable operators are now signing up an average of about
11,000 new customers a day for IP phone service, up from 9,900
customers per day in the first quarter. Although impressive, that’s not too
surprising given that all three of the biggest cable IP phone players - Time
Warner Cable, Cablevision Systems and Comcast - are now signing up
close to 10,000 or more subscribers every week.”
Clearly, Comcast and other cable service providers see the provision of telephone service’
as a key ingredient in their strategy to expand the customer base and improve revenue

streams by driving up the number of customers purchasing multiple services in addition

10 basic cable television service.

34 Regulatory Event Risk Headiines Fitch’s U.S. Telecom Outlook for 2007, November 29, 2006, See Exhibit I, Page
68,

53 http://www lightreading com/document.asp?doc_id=108862&print=true. See Exhibit 1, Page 76.
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22. While Comeast is the dominant cable provider, Mediacom; Charter, and U $
Cable each serve some customers in the Minneapolis—St. Paul MSA. Mediacom provides
cable, high speed internet and phone service to portions of the west and southwest
suburbs of the Minneapolis-St. Paul MSA, including the a;ca around Lake Minhetonka.
Monthly prices for Mediacom Phgne service (wi_th 14 features and unlirhited nationwidé
calling) are $29.95 for customers that also order both cable and high speed internet,
$39.95 for customers ordering cable or high speed internet, and $49.95 for customers
ordering a la carte.”® Charter provides cable service to customers in the northwest portion
of the MSA inclpding the Qwest exchanges of Buffalo and Elk River, and now offers
telephone service to customers in these two exchanges. Charter ts currently promoting
phone service as part of a ﬁackage tﬁat also includes digital cable and high ‘speed internet
services for an introductory “Charter Bundle” price of $99.97.7 U S Cable serves some
north and northeast suburban areaé of the Minneapolis-St. Panl MSA—such as Forest
Lake, Isanti and Ca:nbridge—fthat in total represent less than 3% of Qwest’s access lines
in .the Minneapolis-St. Paul MSA. U S Cable does not as yet offer its own telephone
service, but it does provide broadband internet service, enabling its customers to purchase

VolP telephone services from independent VoIP providers.

III. CLECs

Sﬁ_hllp. rwww.mediacomee.com/phone.html. See Exhibit 1, Page 78.

iwww.charter.com/Visitors/Local Area aspx?zi e=55330 and
htep:/fwww.charter.com/Visitors/Local Area.aspx?zipcode=55313. See Exhibit 1, Page 80.
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23.  In addition to Comecast, as of December 31, 2006 ‘there are over _
unaffiliated CLECs currently offering telephone services in competition with Qwest in
the Minneapolis-St. Paul MSA. Of these CLECs, [l arc providing service to
customers via their own non-Qwest network facilities, - are providing service
utilizing UNE Loops, — are providing service using the Qwest Platform Plus
(“Qpp™)* ﬁni;shed wholesale service and [ are reselling Qwest retail services.”
It is important to note that CLECs utilizing non-Qwest network facilities, QPP/QLSP

and/or resale are not reliant upon Qwest UNEs to provide service to their customers.

24.  CLECs are utilizing Qwest wholesale services to compete with Qwest in every
wire center in the Minneapolis~St.- Paul MSA. Highly Confidential Exhibit 2 shows the
distribution of Qwest wholesale services purchased by CLECs as of December 2006,
segmented by residential and business line categories. Since Qwest has no means of
deterrﬁining the type of retail service CLECs provide to end users when they purchase
stand—alonéﬁ° UNE-L and Enhanced Extended Loop (“EEL”) services, these wholesale
services are attributed to the “business” category in this summary.?' It is important to
note that the data in Highly Confidential Exhibit 2 excludes any CLEC access lines -

served via: (1) CLEC-owned loop and switching network facilities, (2) Special Access

58 Qwest Local Services Platform (“QLSP”) is the Qwest wholesale service that replaces QPP service as Qwest/CLEC
QPP commercial agreements expire. Qwest signed QLSP agreements with several CLECs in late 2006 and early 2007.
However, based on these agreements, the conversion of QPP lines to QLSP lines began afier January 1, 2007. Thus,
Qwest’s December 2006 wholesalfe in-service tracking data includes QPP lines, but not QLSP lines,

59 Qwest wholesale tracking systems, December 2006.
60 In this context, “stand-alone” means UNE-L that is not purchased in conjunction with QPP or QLSP service,

6l The bulk of UNE Loops are purchased by CLECs that market their services almost exclusively to business
customers. Thus, it is reasonable to attribute UNE Loops to the business category.
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service purchased from Qwest, or (3) network facilities leased from non-Qwest providers,
and therefore represents only a subset of CLEC lines in service in the Minneapolis-St.

Paul MSA.

25.  To the extent CLECs are utilizing their own networks to serve residential and
business customers iﬁ the Minneapolis-St. Paul MSA, Qwest has no means to obtain
precise in-service access line counts. However, Qwest does track the number of white
pages listings, by rate center, for CLECs that are “facilities-based” (those utilizing
CLEC-owned switches and loops, such as Comcast; and/or those utilizing CLEC-owned
switches and unbundled loops or Special Access services purchased from Qwest), and
Qwest can use this information to estimate the number of lines served by such CLECs.®? .
Based on white pages listings data as of January 2007, there are approximately
_ business lines and _ residential lines associated with
facilities-based CLECs in the Minneapolis-St. Paul MSA rate centers. Following is a
brief overview 01; several CLECs now serving the Minneapolis-St. Paul MSA, with

particular emphasis on CLECs that utilize their own facilities.

26.  AT&T, the largest telecom company in the U.S., offers a wide range of

telecommunications services to all classes of residential, small business and enterprise

6 About 75% of Qwest’s residential lines and 36% of its business lines are listed in the white pages directories. Qwest
assumes the CLECs" customer bases will have similar listings per line ratios, and estimates facilities-based CLEC lines
on this basis. Note that business customers often elect to list only their primary telephone number in the white pages
directory, so that there are significantly more business lines than business white pages listings. To the extent customers
of facilities-based CLECs do not requsst that their telephone mumbers be included in the Qwest white pages listings
database, these telephone numbers are not reflected in the facilities-based CLEC customer white pages listings at all.
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business customers in the Minneapolis-St. Paul MSA. According to its webéite, AT&T
provides solutions designed to meet all personal communications needs (at home and on
the go) as well as the needs of small, medium, large and global businesses and

governmental entities.

AT&T is a significant provfder of wireless services, and offers wholesale services to
other carriers.”® In addition, AT&T has expanded its product reach by offering its
CallVantage VoIP service—which bypasses Qwest’s switched voice network—io any
customer in the Minneapolis-St. Paul MSA with a broadband connection.”® AT&T also
offers one of the most extensive VolP service portfolios for businesses, thereby “enabling
enterprises to migrate séamlessly between traditional and next-generation services.”s’
According to GeoTel, AT&T has over |JJJJJEEl routc miles of fiber within the
Minneapolis-St. Paul MSA. This fiber may be used to provide a wide range of voice and

data services to customers without relying on the purchase of Qwest wholesale services.®

27.  Integra is a facilities-based CLEC providing a range of services to small and

enterprise business customers, including basic business voice lines, long distance

83 Lip.ifatt. com/gen/tanding-pagespid=3308. See Exhibit 3, Page 1.

64 http-#www.consuiner.att.cony. See Exhibit 3, Page 2.

63 http/fwarw. att.com/gen/investor-relations?pid=5711. See Exhibit 3, Page 3.

_66 GeoTel fiber route data, October 2006.
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services, T-1 services, voice/data integrated services, features, private line services,
internet access, etc.®’ In describing itself, Integra states:
Integra Telecom, Inc. is a facilities-based, integrated communications
carrier, dedicated to providing a better choice for businesses in eight
western states. It owns and operates a best-in-class carrier network. ..the
company serves nearly 400,000 lines in the metropolitan areas of Arizona,
California, Idaho, Minnesota, North Dakota, Oregon, Utah and
Washington. In contrast to companies that simply resell services from the
monopoly Regional Bell Operating Companies (RBOC), Integra owns and
operates its own network offering Jocal dial tone, domestic and
international long distance, high speed Internet and data services
(including digital subscriber line or DSL), voice messaging, and numerous
ancillary services designed to support the communications needs of
businesses.
On March 20, 2007, Integra Telecom, Inc. announced that it has entered into an
agreement to purchase Minneapolis-based Eschelon, pending governmental and’
shareholder approvals expected in the third quarter of 2007. At that time, Integra
estimates that combined Integra/Eschelon revenues will be approximately $700 million
annually and that the combined 'companies will “serve an average of 20 percent of the
businesses in the metropolitan areas in which they operate,” which inciudes the
Minneapolis-St. Paul MSA.*® Since Integra and Eschelon remain separate entities until

the transaction is finalized, this declaration will discuss the market characteristics of the

current Integra and Eschelon sepérately.

67 htip:/fwww. intepratelecom.com/products/defavit.asp.  See Exhibit 3, Page 5.

68 hitp:/www.integratelecom.com/about/. See Exhibit 3, Page 6.

69 hitp:/rwww. integratelecom.coni/about/news/news_releases/2007/2007-03-20 news_release.asp. See Exhibit 3, Page
7.
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