TPEN MEETING AGENDA ITEM:

1 BEFORE THE ARIZONA CORPORATION COMMISSION
2 | MARC SPITZER
Chairman
3 | WILLIAM MUNDELL o —
Commissioner o 2 -
4 | JEFF HATCH-MILLER o
Commissioner =M
5 | MIKE GLEASON : ~O v
Commissioner . ) -
6 | KRISTIN MAYES 0 =
Commissioner o i
7 I I
e g
8 | IN THE MATTER OF QWEST DOCKET NO. T-01051B-03-0454
9 CORPORATION’S FILING AMENDED NOTICE OF FILING REVISED
RENEWED PRICE REGULATION PLAN | sppATED EXHIBITS C,E AND F
10 TO THE RENEWED PRICE
1 REGULATION PLAN
1
12 Pursuant to Arizona Corporation Commission Decision No. 63487, Qwest

13 | Corporation gave notice and filed its Renewed Price Regulation Plan in the above-captioned
14 | docket on July 1, 2003. An Amended Plan was subsequently filed on September 26, 2003.
15 | Notice is hereby given that Qwest is filing herewith updated Attachments C, E and F to that
16 | Renewed Price Cap Plan. These attachments have been revised to include the restatement

17 | impacts that were not available at the time of the original filing

18 RESPECTFULLY SUBMITTED this i_day of January, 2004.
19
0 FENNEMORE CRAIG
Arizana Comorston T ning
21 DOCIET f——%\/' /6/3
| By:
22| JAN 2 3 z2004 / Timothy Berg - )
73 e T Uf/ . Theresa Dwyer
e ? 3003 North Central Ave., Suite 2600
24 i : Phoenix, Arizona 85012-2913
)5 (602) 916-5421
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A PrurLssienar CoORPORATION
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ORIGINAL and 13 copies hand-delivered for

3 | filing this _;_:f day of_s1 v, ¢urty, 2004 to:

4 | Docket Control

ARIZONA CORPORATION COMMISSION
1200 W. Washington St.

6 | Phoenix, AZ 85007

COPY of the foregoing delivered
g | this .23 day of sy, 2004 to:

9 | Jane Rodda (REDACTED)

Administrative Law Judge

ARIZONA CORPORATION COMMISSION
11 | 1200 W. Washington St.

Phoenix, AZ 85007

Maureen A. Scott (UNREDACTED)

Legal Division

14 | ARIZONA CORPORATION COMMISSION
15 1200 W. Washington St.

Phoenix, AZ 85007

—
W)

16
Ernest G. Johnson, Director (UNREDACTED)
17" | Utilities Division

18 | ARIZONA CORPORATION COMMISSION
1200 W. Washington St.

19 | Phoenix, AZ 85007

20 COPY of the for,e\going mailed

21 | this 23" day of vy, 2004 to:

22 | Scott S. Wakefield, Chief Counsel (UNREDACTED)
»3 | Daniel W. Pozefsky, Esq.

RUCO

24 | 1110 West Washington, Suite 220

’5 Phoenix, AZ 85007
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Michael W. Patten (UNREDACTED)
Roshka Heyman & DeWulf, PLC
One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Mark A. DiNunzio (REDACTED)
Cox Arizona Telcom, LLC

20401 North 29" Avenue

Phoenix, Arizona §5027

Thomas H. Campbell (UNREDACTED)
Michael T. Hallam

Lewis and Roca

40 N. Central Avenue

Phoenix, Arizona 85004

Thomas F. Dixon (UNREDACTED)
WorldCom, Inc.

707 17" Street, 39" Floor

Denver, Colorado 80202

Richard S. Wolters (UNREDACTED)
AT&T

1875 Lawrence Street, Room 1575
Denver, CO 80202-1847

Patrick A. Clisham (REDACTED)
AT&T Arizona State Director

320 E. Broadmoor Court

Phoenix, AZ 85022

Peter Q. Nyce, Jr. (UNREDACTED)
Regulatory Law Office

U.S. Army Litigation Center

901 N. Stuart Street, Suite 713
Arlington, VA 22203-1837




10
11
12
13
14
15
16
17
18
19
20

26

FENNEMORE CRAIG

A PROFESSIONAL CORPORATION
ProsNiy

Richard Lee ( UNREDACTED)
Snavely King Majoros O’Connor & Lee
1220 L. Street N.W., Suite 410
Washington, DC 20005

1

\ jAAL /j\ V Q;k/\_/

Ji1504371/67817.336  {_
™ .




Redacted Attachment C Revised January 22, 2004

Productivity

At page 5 of Decision No. 63487 in Qwest’s Rate Case, the Commission explained:

The Price Cap Plan provides that Basket 1 Services will be capped and subject to
an “Inflation minus Productivity” indexing mechanism. Thus, when productivity
exceeds inflation, rates will decrease. The Productivity Factor for the initial term
of the plan is 4.2 percent, which includes a 0.5 percent consumer dividend.

The 4.2 percent annual productivity factor was a compromise to the respective positions

of the parties, and included 0.5% consumer dividend.! The productivity factor used in

the Settlement Agreement was based on an analysis of Qwest’s historic Arizona

productivity during a four-year period from 1995 to 1998.2 Using the same method used

to calculate the productivity factor used in the Settlement Agreement Qwest’s average

armual Arizona productivity during a four-year period from 1999 through 2002 has been
percent.

The calculation of Qwest’s productivity from 1999 through 2002 is found in Confidential
Attachment B. The computations in Confidential Attachment B rely on financial
information that is preliminary and subject to change to reflect the effect of the
restatement of Qwest’s financial statements for the years 2000, 2001 and 2002.

The - percent spread between Qwest’s annual productivity during the past four years as
shown in Confidential Attachment B and the productivity factor employed in the Price
Cap Plan is calculated as follows:

Productivity factor adopted for the initial term of the plan 4.2%
Less average annual productivity from 1999 through 2002 %
Spread between anticipated and actual productivity %

Without doubt, many factors affected Qwest’s actual productivity during the four-year
period ending in 2002. However, Qwest is aware of two important factors have
contributed to Qwest’s productivity losses. The first is an unprecedented increase in
telephone plant in service in Arizona. As line 9 of Confidential Attachment B shows,
Qwest’s Average Gross Plant in Service has grown 38.6% from $3,360 million in 1998 to
$4,656 million in 2002. The second is an unprecedented loss of access lines in Arizona.
Between February 2001 and March 2003, Qwest has suffered a net loss of over 238,000
Arizona access lines. The measurement of that loss includes both retail and wholesale
access lines. '

! Settlement Agreement, pages 5 and 6.

> Decision No. 63487 in Docket No. No.T-01051B-99-0105, page 10, lines 9 and 10.



ARIZONA

4
2111 - Land
2
3 2112 - Motor Vehicles
4 2113 - Aircraft
5 2114 - Special Purpose Vehicles
6 2115 - Garage Work Equipment
7 2116 - Other Work Equipment
Total Vehicles & Work Equipment
8
2121 - Buildings
<}
10 2122 - Furniture
11 2123 - Office Equipment
12 2123 - Company Communication Equipment
Total Fumiture & Office Equipment
13
2124 - General Purpose Computers
14
15 2211 - Analog Switching
16 2212 - Digital Switching
17 720C GAAP AFUDC
18 2215 - Step-by-Step Switching
19 2215 - Crossbar Switching
20 2220 - Operator Systems
21 2231 - Radio Systems
22 2232 - Circuit DDS
23 2232 - Circuit Digital
24 2232 - Circuit Analog
Total Central Office Equipment
25
26 2311 - Station Apparatus
27 2321 - Customer Premises Wiring
28 2341 - Large PBX

29 2351 - Public Telephone Terminal Equipment

30 2362 - Other Terminal Equipment
Total Other Terminal Equipment
31
32 2411 - Poles
33 2421 - Aerial Cable - Metallic
34 2421 - Aerial Cable - Non-Metallic
35 2422 - Underground Cable - Metallic
36 2422 - Underground Cable - Non-Metallic
37 2423 - Buried Cable - Metallic
38 730C - GAAP AFUDC
39 2423 - Buried Cable - Non-Metallic
40 2424 - Submarine Cable - Metallic
41 2424 - Submarine Cable - Non-Metallic
42 2426 - Intrabuilding Cable - Metaliic
43 2426 - Intrabuilding Cable - Non-Metallic
44 2431 - Aerial Cable
45 2441 - Conduit
Total Outside Plant
46
Total Owned Property, Plant, & Equipment

Attachment E Revised January 22, 2004

Qwest Corporation

Changes In Telephone Plant Accounts

Jurisdictional Report NO. 2A

Sheet 1

Period: Period 12 - 2002-12-01, 2002
Run: February 01, 2003 at 00:26

<eeeemmw——— This Year To Date —~——ee—-—e-- Total At

Plant Added Plant Retired Net increase End of Period
1,127,854 0 1,127,854 13,080,945
2,066,337 7,119,529 5,053,192- 73,034,013

0 0 o] 0

0 0 0 25,794

7,284 157,255 149,971- 1,490,142
3,042,750 3,435,120 392,370- 34,276,836
5,116,372 10,711,904 5,595,532 108,826,786
25,171,796 1,911,486 23,260,310 220,353,047
0 182,820 182,820- 1,834,849

1} 225,180 225,180- 5,906,791

38,079 3,139,800 3,101,721~ 2,113,847
38,079 3,547,800 3,509,721- 9,855,587
836,177 2,396,789 1,560,612- 96,604,149

0 0 0 0
46,392,151 15,247,849 31,144,301 1,179,037,285

0 0 [o] 1}

0 0 o] 0

0 o] 0 0

0 369,372 369,372- 4,117,044

618,915 1,352,268 733,353- 33,034,955
546,302- 182,255 728,557- 6,189,712
89,366,489 12,652,203 76,714,286 1,673,679,042

398,072- 1,413,006 1,811,079- 41,575,621
135,433,180 31,216,953 104,216,227 2,937,633,659
0 0 4] 32,896,919

0 0 0 0

0 0 0. 0

396,974 763,578 366,605~ 17,476,584
3,880,516 8,576,476 4,695,960 60,326,613
4,277,490 9,340,055 5,062,565 110,700,116

1,763,392 310,853 1,452,539 51,310,041
8,705,105 2,356,729 6,348,376 191,193,659
1,388,989 38,216 1,350,773 8,474,148
16,114,294 8,357,134 7,757,160 388,970,942
20,737,684 921,689 18,815,994 177,699,097
81,462,753 29,306,876- 110,769,629 1,583,311,314

0 0 0 0
1,850,736 8,596 1,942,140 21,851,200
0 0 0 2,572

0 s} o] 0
1,480,578 260,214 1,220,365 45,099,708
136,802 1,082 135,720 827,527
704,179 110,316 593,863 10,551,53¢
28,651,924 312,825 28,339,098 436,977,110
163,096,437 16,629,222- 179,725,658 2,916,368,856
335,097,384 42,495,766 292,601,619 6,413,423,145



JR 2A

ARIZONA

47
48 2681 - Capital Leases - Buildings
49 2681 - Capital Leases - Vehicles
50 2681 - Capital Leases - Computers
51 2681 - Capital Leases - Software
52 2681 - Capital Leases - Other
Total Capital Leases
53
54 2682 - Leaseholds - Buildings
55 2682 - Leaseholds - Computers
56 2682 - Leaseholds - Towers
57 2682 - Leaseholds - Radio
58 2682 - Leaseholds - Others
Total Leasehold improvements
59
60 2690 - intangibles - Organization Fees
61 2690 - intangibles - Franchises
62 2690 - Intangibles - Patents
63 2690 - Intangibles - Trademarks
64 2690 - intangibies - Software
65 2690 - intangibles - Spectrum Rights
66 2690 - Intangibles - Other
Total Intangibles
67
Total Leases, Leaseholds, & Intangibles
68
Total Expenditures
69
70 2002 - Held for Future Use
71 2003 - Under Construction - Short Term
72 2004 - Under Construction - Long Term
73 2005 - Telephone Plant Adjustments
Telecommunication Plant

Attachment E Revised January 22, 2004

Qwest Corporation

Changes In Telephone Plant Accounts

Jurisdictional Report NO. 2A

Sheet 2

Period: Period 12 - 2002-12-01, 2002
Run: February 01, 2003 at 00:26

cmeeenmeu——e= This Year To Date ~w—--wemeammv Total At

Plant Added Plant Retired Net Increase End of Period

0 0 0 8,000,248

0 ¢} 0 0

0 116,204 116,204- 9,837

0 25,664,157 25,664,157- 25,241,187

0 0 0 32

0 25,780,360 25,780,360- 33,251,304

1,975,973 0 1,975,973 32,895,992

0 928,122 928,122- 0

0 o] 0 0

0 0 0 0

0 0 .0 0

1,975,873 928,122 1,047,851 32,895,992

0 0 0 0

0 0 0 0

0 0 0 o]

0 0 0 0

35,628,354 0 35,628,354 111,078,710

640 0 640 27,725

0 0 0 0

35,628,994 0 35,628,994 111,106,435

37,604,967 26,708,482 10,896,485 177,253,730

372,702,352 69,204,248 303,498,104 6,590,676,875

0 0 o] 0

52,278,645- 0 52,278,645- 9,311,875

11,475,673- 0 11,475,673- 14,178,515

0 0 0 0

308,848,035 69,204,248 239,743,787 6,614,167,265
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