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INTRODUCTION

MR. FISCHER, PLEASE STATE YOUR FULL NAME AND BUSINESS
ADDRESS FOR THE RECORD.

My name is Warren R. Fischer, My business address is 2500 Cherry Creek Drive
South, Suite 319, Denver, Colorado 80209.

ARE YOU THE SAME MR. FISCHER WHO FILED HIS DIRECT
TESTIMONY IN THIS CASE?

Yes.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?
The purpose of my testimony is to respond to certain claims made in the reply

testimony of NTDC’s witnesses Messrs. Douglas Meredith' and David Dircks.

RESPONSE TO MR. MEREDITH’S CONCERNS

ON PAGE 11 OF HIS REPLY TESTIMONY MR. MEREDITH DISCUSSES
“SEVERAL ERRORS” IN MIDCONTINENT’S ANALYSIS REGARDING
THE FCC DEFAULT WHOLESALE DISCOUNT RATE. IS MR
MEREDITH’S CRITICISM WARRANTED?

No. Mr. Meredith argues against positions that I did not take: I did not suggest that

“the Commission apply the interim rate without giving NDTC the opportunity to

1

2

See Reply Testimony of Douglas Duncan Meredith submitted on January 9, 2006 (“Meredith Reply™).
See Reply Testimony of David Dircks submitted on January 9, 2006 (“Dircks Reply™)
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produce a wholesale cost study[.]* Nowhere in my testimony did I propose a
specific wholesale discount. 1did mention the FCC default rate, along with Qwest
North Dakota’s lWholesale discount rate, but simply to provide a “typical” and
“reasonable” range for the wholesale discount rates assumed in my financial
analysis.* Moreover, one of the key points in my testimony is that the specific
discount negotiated between parties can be different than the actual costs that are
avoided® As I demonstrated in my financial analysis, if the negotiated discount is
lower than the actual avoided costs, NDTC may experience a net gain ratherltha:n a
net loss from Midcontinent’s resale entry.’

ARE YOU SAYING THAT YOU DID NOT USE THE FCC INTERIM
DISCOUNT RATE IN YOUR FINANCIAL ANALYSIS?

That is correct. Most of my financial analysis used the level of discount currently
offered by Qwest North Dakota, which is 16.15 %. In addition, I considered
hypothetical wholesale discount rates of 10% and 14%. These rates are less than the
lower boundary of the FCC interim discount rate range, which is 17.00%.

As I showed in my direct testimony,” Jowering the wholesale discount results ina
Jower revenue loss to NDTC. In other words, if the actual discount rate under which
NDTC would provision resale services to Midcontinent is less than 16.15%, the

NDTC’s financial impact from Midcontinent’s resale enfry into the Devils Lake

See Meredith Reply, p. 11 lines 15-16.
See Fischer Direct, p. 11 lines 210-214.
Id., p. 19 lines 337-340,

Id.,p. 19 Table 7.

Id. p. 14 lines 251-261 and Table 4.
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exchange would be even lower than my estimates — estimates that already show that

the impact will be minimal.

RESPONSE TO MR. DIRCKS’ CONCERNS

MR. DIRCKS STATES THAT THE TESTIMONIES OF MS. LOHNES, MR.
GATES AND MR. FISCHER DO NOT ACCURATELY REFLECT NDTC’S
OPERATIONS.? DO ANY SPECIFIC “INACCURACIES” CLAIMED BY
MR. DIRCKS AFFECT THE CONCLUSIONS IN YOUR DIRECT
TESTIMONY? |

No. Mr. Dircks only explains that his position is related to Mr. Gates’ list of
“services and scope of NDTC operations,” and Ms. Lohnes’ statements about
“NDTC’s public communications.” On the next page Mr. Dircks briefly discusses
NDTC’s operations in relation to Mr. Gates’ testimony,'® and the rest of Mr. Dircks’
testimony appears to be related to NDTC’s entry into video market.

HOW DOES MR. DIRCKS’ POSITION REGARDING NDTC’S
OPERATIONS" COMPARE TO THE SCOPE OF YOUR FIﬁANCIAL
ANALYSIS?

M. Dircks’ position does not contradict the scope of my financial analysis. Mr.
Dircks states that “[t]he regulated company is the entity in question for this

proceed:'mg[]”12 énd “only the financials of the regulated company should be

10

11

See Dircks Reply p. 4 lines 17-21.

Id.
Id.
Id

, P. 5 lines 1-13.

1d., line 8.
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considered in this proceeding,.”13 Although I disagree that non-regulated activities or
actions by an affiliate are necessarily irrelevant to a case involving a regulated
company, the financial analysis presented in my direct testimony is done exclusively
for the regulated entity “NDTC,” as provided to Midcontinent by NDTC.
Specifically, my analysis is based on NDTC’s 2004 financial data provided in

response to discovery. NDTC’s financial results are reported under the format

prescribed by the section 47 C.F.R. Part 32 accounting rules used by incumbent local

exchange carriers.”*

Under the Part 32 accounting system a non-regulated activity that does not involve
the joint or common use of resources in the provision of both regulated and non-
regulated services is accounted for under separate accounts such as Account 7990,
Non-regulated Net Income.” NDTC did not provide any data for this account;
therefore, it was not included in my study.'® Similarly, under Part 32 accounting,
revenue from a non-regulated activity that does involve the joint or common use of
resources in the provision of both regulated and non-regulated services is reported
under revenue account 5280, Non-regulated Operating Revenue. Again, NDTC did
not provide any data for this account; therefore, it was not included in my study. To

summarize, my financial analysis complies not only with Mr. Dircks’ insistence that

“

15

16

Id., lines 10-12.
47 CF.R. § 32.11.
47 CF.R. § 32.23(b).

In contrast to the revenue data used in my analysis, NDTC’s 2004 Annual report contains such nen-
operating income items as “Internet Net Income” and “Nonregulated Net Income.”
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only finances of the regulated entity be considered, but also excludes non-regulated
income of the related entity.

WHEN DISCUSSING NDTC’S OPERATIONS, MR. DIRCKS LISTS LONG-
DISTANCE SERVICE AS ONE OF THE SERVICES NOT OFFERED BY
THE REGULATED COMPANY."” AT THE SAME TIME YOUR
FINANCIAL ANALYSIS INCLUDED NDTC’S LONG-DISTANCE
REVENUE. PLEASE COMMENT.

As I already explained, my financial analysis is based on NDTC’s booked revenue
(not the booked revenue of North Dakota Long Distance —a company referenced by
NDTC’s web site'® and owned by 10 local exchange companies including NDTC™).
In any case, long-distance revenue booked by NDTC is so small that its inclusion in
(or exclusion from) the analysis does not make a material difference. This revenue
accounts for less than 1% of NDTC’s total operating revenue ($13,418 over
$16,977,056 in 2004) according to NDTC’s 2004 Annual Report.

Furthermore, in my financial analysis I assumed that long-distance revenue would be
subject to resale. If this is not the case, NDTC’s revenue loss from resale would be
even smaller than I estimated. However, this reduction would be immaterial for that
same reason — that long-distance revenue constitutes a very small portion of NDTC’s

total revenue.

" See Dircks Reply, p. 5, lines 4-7.

18 http://www.ndtel.com/telephone.him.

1 nhttp:/fwww.ndld.com/owners.itm,
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DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes, it does.
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