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P R O C E E D I N G S  

(Transcr ip t  continues i n  sequence from Volume 6 . )  

ORVILLE D. FULP 

continues h i s  testimony under oath from Volume 6: 

CONTINUED CROSS EXAMINATION 

CHAIRMAN JABER: Under the Act t o  be co l l ec ted  a t  the 

federal l e v e l .  

testimony and you acknowledge t h a t  M r .  Ostrander's confusion 

may have ar isen  because t h i s  Commission has never implemented 

i n t r a s t a t e  access reform as d i d  the  FCC. NTS charges, which 

Nould have been incorporated i n t o  an i n t r a s t a t e  P I C C  i f  rates 

had been formed i n  the  same manner as FCC access charges, s t i l l  

res ide i n  the  i n t r a s t a t e  end o f f i c e  switching and, therefore,  

you f e l t  l i k e  you had enough a b i l i t y  and r a t i o n a l e  t o  impute 

t h i s .  What I need t o  understand i s  a t  the s ta te  l e v e l  we have 

never allowed you t o  c o l l e c t  t he  P I C C  charge. 

I am look ing  a t  Page 5 o f  your rebu t ta l  

THE WITNESS: That i s  correct .  We do n o t  have an 

i n t r a s t a t e  P I C C ,  and the  on ly  reason t h a t  we have one today 

w i t h  our proposal i s  because o f  the  Act and the  d e f i n i t i o n  o f  

p a r i t y .  And as we in te rp re ted  the Act, the P I C C  should be 

i ncl  uded i n  our composite r a t e  cal  cul a t ion .  

CHAIRMAN JABER: Which d e f i n i t i o n  o f  p a r i t y  are you 

r e f e r r i n g  to?  

THE WITNESS: The d e f i n i t i o n  i n  the Act which lays  

out - -  

FLORIDA PUBLIC SERVICE COMMISSION 
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CHAIRMAN JABER: Which act? 

THE WITNESS: I ' m  sorry .  

CHAIRMAN JABER: Maybe t h a t ' s  where we are g e t t i n g  

lung up. When you say ac t  t o  me I am assuming you mean the 

federal act .  

THE WITNESS: 364.164. And Number 6 i n  t h a t  ac t  

states the term i n t r a s t a t e  switched network access r a t e  means 

the composite o f  the  o r i g i n a t i n g  and terminat ing access r a t e  

f o r  c a r r i e r  common 1 i ne ,  l o c a l  channel entrance f a c i l i t y .  

Jnder c a r r i e r  common l i n e  i n  our i n t e r s t a t e  tariff we have the  

PICC,  and so i n  our i n t e r p r e t a t i o n  o f  t he  d e f i n i t i o n  here, and 

de look a t  our i n t e r s t a t e  tariff, t h a t ' s  why we have included a 

P I C C  w i t h  our proposal. 

CHAIRMAN JABER: That i s  very he lp fu l  t o  me. Now, do 

you know i f  BellSouth ca lcu lated minutes o f  use the  way you 

have? 

THE WITNESS: For the P I C C ?  

CHAIRMAN JABER: Right.  

THE WITNESS: No, they d i d  no t  because they don ' t  

have an i n t e r s t a t e  P I C C  today. 

CHAIRMAN JABER: Okay. Mr. Hatch. 

BY MR. HATCH: 

Q Turn t o  Page 15 o f  your testimony. Look a t  Lines 22 

through 24, which continues on over t o  Page 16 t o  the end o f  

the paragraph. Now, as I understand the g i s t  o f  the t e x t  

FLORIDA PUBLIC SERVICE COMMISSION 
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;here, you have reduced the  CCL on the i n t r a s t a t e  side 

s e n t i a l l y  coincident w i t h  what you have done a t  the federal 

leve l .  And you make the  statement there  t h a t  i t  i s  now 

jppropr ia te t o  e l iminate t h i s  charge a t  the  s ta te  leve l  

pe fe r r i ng  t o  the  i n t r a s t a t e  o r i g i n a t i n g  CCL, i s  t h a t  cor rec t?  

A That i s  cor rec t .  

Q And the  reason t h a t  t h e  c a r r i e r  common l i n e  charges 

a t  t he  federal l eve l  have been marching down o r  t rending down 

through various proceedings i nc lud ing  the  CALLS proceeding, was 

to remove n o n t r a f f i c  sens i t i ve  cost  recovery from a t r a f f i c  

sens i t i ve  r a t e  element. I t h i n k  we establ ished t h a t  before, i s  

tha t  cor rec t?  

A That i s  cor rec t .  

Q Now, w i t h  respect t o  Ver izon's P I C C ,  i s  i t  cor rec t  

tha t  Verizon has e l iminated i t s  P I C C  as o f  J u l y  1 s t  - -  I t h i n k  

i t  i s  J u l y  l s t ,  2003, i s  t h a t  cor rec t?  

A No, no t  t o  my knowledge. 

Q It i s  i n  Ver izon's t a r i f f s ,  bu t  as I understand i t  i t  

i s  zero rated, i s  t h a t  cor rec t?  

A No, t h a t  i s  no t  my understanding. 

Q Now, one o f  t he  purposes o f  the  i n s t a n t  proceeding i s  

t o  remove support from switched access charges, i s  t h a t  

correct? 

A That i s  cor rec t .  

Q Now, inc lud ing  your P I C C  as a t r a f f i c  sens i t i ve  i tem 

FLORIDA PUBLIC SERVICE COMMISSION 
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h i c h  wi l l  be recovered on a t ra f f ic  sensitive basis a t  the 
ntrastate level, doesn't t h a t  essentially perpetuate or 

ncrease the amount of support going forward for Verizon on i t s  

ntrastate access charges? 
A 

Q 

Could you restate your question aga in .  

I wish t h a t  I could. Isn't i t  correct t h a t  by t a k i n g  

'our PICC revenues a t  the interstate level you have converted 
:hem in to  an intrastate per minute of use charge and t h a t  

:harge essentially is  - - those minutes of use have been added 
nto  a l l  your other switched access rate elements, and i n  doing 

io you are increasing the amount of support i n  access t h a n  you 

itherwi se would? 

A No, I would characterize i t  differently. I f  you look 

i t  the plan  today under the Act i n  the proposal , we d i d  not 
-educe our access rates t o  a greater level because of the 
'ecovery of the PICC and,  therefore, less support i s  being 
Laken o u t  of our access - -  i n  our access proposal today. As I 

stated i n  my rebuttal testimony, i f  we had not included the 
)ICC i n  our calculations, then i t  would end up being on basic 
service rates, those dol 1 ar amounts, because otherwise without 

the PICC our access reductions would be greater and the 

increase t o  the local rates t h a t  we would charge would be 
greater. 

Q And the result of t h a t  would be removing more support 
from intrastate access, i s  t h a t  correct? I mean, t h a t  i s  the 

FLORIDA PUBLIC SERVICE COMMISSION 
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l e t  e f f e c t  o f  what you described, i s  t h a t  cor rec t?  

A The r e s u l t  o f  what? 

Q What you described i n  terms o f  i f  you d i d n ' t  inc lude 

the P I C C  i t  would increase the amount o f  revenues t h a t  would 

flow - - o r  i t  would decrease the amount o f  revenues being 

3ol lected by switched access, increase t h e  amount o f  revenues 

3eing co l l ec ted  i n  terms o f  r a t e  increases? 

A Yes. 

Q And t h a t  would i n  e f f e c t  increase the  amount o f  

reduction o f  support from switched access? 

A Yes. And I t h i n k  t h a t  i s  what I said  a t  the 

Deginning. It j u s t  reduced the amount o f  support t h a t  was 

taken away. 

Q Do you an t i c ipa te  t h a t  the  P I C C  f o r  Verizon w i l l  go 

away a t  the i n t e r s t a t e  1 eve1 ? 

A I d o n ' t  know because t h a t  depends on a number o f  

factors .  P a r t  o f  the  P I C C  phaseout was contingent upon the SLC 

phasing up, and so the  SLC has phased up, I t h i n k ,  t o  the  

maximum i t  can a t  t h i s  po in t .  And so now we have got t o  look 

a t  what fac to rs  would impact the i n t e r s t a t e  P I C C  aside from any 

changes i n  the  SLC, because as I understood i t  as the SLC 

t rans i t ioned up you had some change w i t h  your P I C C ,  and t h a t  i s  

how we were a1 lowed - - and we have reduced i t  subs tan t ia l l y .  

To answer your question, I d o n ' t  know going forward 

i f  we are going t o  have cost changes i n  the  c a r r i e r  common l i n e  

FLORIDA PUBLIC SERVICE COMMISSION 
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lasket t h a t  would a l l o w  us t o  reduce i t  and/or e l im ina te  i t ,  

ind I d o n ' t  know t h a t  we w i l l  have any other  changes t o  the  SLC 

i t  t h i s  p o i n t  t h a t  would cause the  P I C C  t o  be reduced o r  

diminated. So I j u s t  d o n ' t  know, i t  depends on c e r t a i n  

'actors. 

Q With your proposal t o  recover your P I C C  revenues on a 

)er minute o f  use basis, i s n ' t  t h a t  proposal inconsis tent  w i t h  

;he t r e n d  a t  t he  federal leve l  and a t  the  s t a t e  l e v e l s  t o  

*emove n o n t r a f f i c  sens i t i ve  costs from t r a f f i c  sens i t i ve  r a t e  

:1 ements? 

A 

Q Was t h a t  a yes? 

A 

I guess you could say t h a t  - - 

Yes on the face o f  your question, i t  could be viewed 

3s incons is ten t .  Again, i n  look ing  a t  what we were doing w i t h  

the p a r i t y  c r i t e r i a  under the Act today, we have p a r i t y  and we 

lave revenue neutra l  and we have removal o f  basic support. And 

dhen we looked a t  our overa l l  p lan on how do we accomplish what 

de need t o  do w i t h  the Act, we looked a t  a s t r i c t  m i r ro r i ng ,  

dhich I know AT&T has brought up the  CCL, terminat ing CCL r a t e ,  

de looked a t  what would happen i f  we s t r i c t l y  mirrored. Our 

i n t e r p r e t a t i o n  o f  the Act said,  okay, are you going t o  mirror 

and have an i n t r a s t a t e  P I C C ?  That d i d n ' t  seem t o  make sense t o  

us t o  have another per l i n e  charge on the  i n t r a s t a t e  s ide. So, 

again, look ing  a t  the whole p i c t u r e  and what we had t o  do and 

look ing a t  the P I C C ,  look ing a t  m i r ro r i ng ,  look ing i f  we d i d n ' t  
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incorporate i t  and the  impact on l oca l  ra tes,  we chose t o ,  you 

<now, propose our r a t e  design. 

Q Could you t u r n  i n  your rebut ta l  testimony - -  
CHAIRMAN JABER: Mr. Hatch, may I i n t e r r u p t  you f o r  a 

second. A t  the  end o f  the  day the  way you t rea ted  the  P I C C  

charge has resu l ted  i n  your op in ion i n  a lesser  increase t o  the 

loca l  monthly r a t e  o f  the  consumer? 

THE WITNESS: Yes, i t  has. 

CHAIRMAN JABER: You were going t o  recover it. You 

have :wo choices; you could have put  the P I C C  charge i n  - -  you 

could have removed i t  from considerat ion o f  t he  access charges, 

therefore,  1 oweri ng the  switched access r a t e  t o  competitors, 

but  t h a t  would have increased loca l  ra tes t o  the  consumers. 

The way you have done i t  you haven't removed a l l  o f  t he  

subsidies from access, bu t  you have come up w i t h  a proposal 

t h a t  r e s u l t s  i n  a lower increase t o  the consumer monthly b i l l s .  

THE WITNESS: That i s  cor rec t .  

BY MR. HATCH: 

Q Could you t u r n  t o  Page 8 i n  your rebu t ta l  testimony, 

please? 

COMMISSIONER DEASON: Before we leave t h a t ,  I have a 

b e t t e r  understanding o f  what you are t r y i n g  t o  do, and i t  seems 

t o  me t h a t  i t  b o i l s  - -  and see i f  you agree w i t h  t h i s .  It 

seems t o  me i t  b o i l s  down as t o  how you def ine what p a r i t y  i s  

i n  the Act o r  the  s ta tu te ,  and t h a t  when you ind ica ted  t h a t  you 
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:ould have simply took the  per l i n e  charge from the  federal 

*ecovery o r  access and pu t  i t  i n  as a per l i n e  charge on the  

in t ras ta te ,  you could have done t h a t ,  but  t h a t  d i d n ' t  make 

sense. You wanted t o  pu t  i t  on a per minute bas is  and t o  do 

that you had t o  use i n t r a s t a t e  minutes, cor rec t?  

THE WITNESS: That i s  cor rec t .  That i s  cor rec t .  

COMMISSIONER DEASON: 

Anderstanding now. Thank you. 

3Y MR. HATCH: 

I have a very good 

Q Going back t o  Page 8 o f  your r e b u t t a l .  Are you 

there? Looking a t  Lines 13 through 16. Bas ica l l y ,  i t  i s  the  

sentence beginning on L ine 13 and ending on the  beginning o f  

16. Could you read t h a t  f o r  me, please? 

A S t a r t i n g  a t  L ine - -  
Q Line 13. That sentence t h a t  s t a r t s  "s ta ted  

3therwi se. 'I 

A 

Q 

A 

Q We might have d i f f e r e n t  copies o f  your r e b u t t a l .  On 

Are we on Page 8? 

Page 8 o f  your r e b u t t a l .  

And Line 13 s t a r t i n g  w i t h  "must be"? 

Line 13 on my copy o f  Page 8 says "s tated otherwise." It i s  i n  

reference t o  some comments you made about Mr. Fonte ix 's  

t e s t  i mony . 
A 

Q 

That i s  my Line 11. 

It could be j u s t  a p r i n t i n g  t h i n g  from e lec t ron i c  
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copy. Do you see the  sentence t h a t  s t a r t s  "s ta ted otherwise"? 

A Yes. 

Q Could you read t h a t  sentence, please? 

A "Stated otherwise, the  amount o f  revenue generated by 

the P I C C  i n  the i n t e r s t a t e  s t a t e  j u r i s d i c t i o n ,  12.7 m i l l i o n ,  

must be the  same amount o f  revenue generated i n  the i n t r a s t a t e  

j u r i s d i c t i o n .  Thus, Verizon has no t  doubled i t s  i n t r a s t a t e  

access r a t e  as Mr. Fonteix contends. To the  contrary,  Verizon 

has brought the i n t r a s t a t e  average revenue per minute i n t o  

p a r i t y  w i t h  the i n t e r s t a t e  ARPM as requi red by the  s ta tu te . "  

Q I j u s t  needed t h a t  f i r s t  sentence, bu t  am I t o  

concl ude from t h a t  sentence t h a t  what Veri zon has accompl i shed 

i s  i t  has t rans fer red  the  recovery o f  t he  current  P I C C  revenue 

from the  i n t r a s t a t e  j u r i s d i c t i o n  and i t  w i l l  be recovered from 

the i n t r a s t a t e  j u r i s d i c t i o n  on a going-forward basis? 

MR. CHAPKIS: Objection, misstates the  witness' 

testimony . 
MR. HATCH: My question was t h a t  am I t o  conclude 

t h a t .  I d i d  not  mischaracterize h i s  testimony. 

CHAIRMAN JABER: Mr. Hatch, what i s  your response? I 

w i l l  a l low the question. 

THE WITNESS: I ' m  sorry.  

BY MR. HATCH: 

Q 

A Yes. 

Do you want me t o  t r y  i t  again? 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q Am I t o  conclude from t h a t  statement, t h a t  one 

sentence t h a t  begins "s ta ted  otherwise, " t h a t  what Verizon has 

clone i s  i t  has s h i f t e d  recovery o f  i t s  current  P I C C  revenue 

from the  i n t e r s t a t e  j u r i s d i c t i o n  t o  the  i n t r a s t a t e  

j u r i  sd i  c t i  on? 
A No, i t  hasn ' t  s h i f t e d  recovery, i t  has allowed f o r  

recovery o f  the  NTS P I C C  revenues on the  i n t r a s t a t e  side as i t  

i s  recovered on the i n t e r s t a t e  s ide,  bu t  i n  a d i f f e r e n t  

fashion. So i t  hasn ' t  s h i f t e d  burden. We d i d  not  have a P I C C  

on the  i n t r a s t a t e  s ide before. And then, again, going back t o  

what we are doing i n  reaching par i ty  w i t h  our i n t e r s t a t e  ra tes,  

we have now picked up t o  reach p a r i t y  on the  i n t r a s t a t e  s ide a 

P I C C  equivalent average revenue per minute. So I wouldn' t  c a l l  

i t  a s h i f t i n g .  

Q And t h i s  w i l l  be my f i n a l  question. You have taken 

n o n t r a f f i c  sens i t i ve  costs as represented by your P I C C  revenues 

and you have - - and you w i l l  be recovering them on an 

i n t r a s t a t e  basis through t r a f f i c  sens i t i ve  r a t e  elements, i s  

t h a t  correct? 

A That i s  cor rec t .  

MR. HATCH: No more questions. 

CHAIRMAN JABER: L e t ' s  see, where d i d  we leave o f f .  

Ms. Bradley. 

CROSS EXAMINATION 

BY MS. BRADLEY: 
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Q I want t o  change the  subject  a l i t t l e  b i t  and ask you 

Jout your testimony as t o  bene f i t s  t o  customers. 

nderstand your testimony, and please c o r r e c t  me i f  I ' m  wrong, 

u t  you see a b e n e f i t  t o  customers because i f  you increase 

h e i r  ra tes  there  w i l l  be more revenue and more companies w i l l  

I f  I 

ant t o  come i n t o  the  s t a t e  and they w i l l  have a choice of 

elephone companies, i s  t h a t  it? 

A Are you r e f e r r i n g  t o  any s p e c i f i c  p o r t i o n  o f  my 

estimony where I discuss t h a t ?  

Q I d o n ' t  have the  page number r i g h t  i n  f r o n t  o f  m 

s t h a t  what you have indicated? 

A I d o n ' t  bel ieve I have ind ica ted  t h a t  anywhere i n  my 

estimony as f a r  as - -  I d o n ' t  be l ieve  I am the  witness 

, e s t i f y i n g  t o  the  bene f i t s  t o  consumers. I f  I have something 

n my testimony, i f  you could p o i n t  me t o  it, b u t  I don ' t  

)e l ieve  I am the  witness t h a t  - -  

Q Give me j u s t  a second t o  f ind  t h e  page f o r  you. 

CHAIRMAN JABER: Mr. Beck, I was j u s t  asking i f  I 

;kipped you a l l  i n  questions. 

MR. BECK: No, ma'am. 

MS. BRADLEY: I ' m  look ing f o r  a page number here. It 

looks l i k e  Page 17. 

THE WITNESS: 

MS. BRADLEY: Yes. 

THE WITNESS: And s p e c i f i c a l l y  what are you r e f e r r i n g  

Is t h a t  my d i r e c t  testimony? 
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;o there? 

MS. BRADLEY: Line 18 through i t  looks l i k e  19 going 

i n t o  20. 

CHAIRMAN JABER: Ms. Bradley, the  witness has already 

said h i s  l i n e s  are numbered d i f f e r e n t l y ,  so you may want t o  

read exac t l y  where you want him t o  r e f e r  t o .  

MS. BRADLEY: Thank you. The statement I ' m  look ing 

a t  says b r i n g i n g  rates more i n  l i n e  w i t h  costs w i l l  provide the 

incent ive  f o r  companies t o  enter  the market, therefore,  

prov id ing customers w i t h  freedom o f  choice. 

THE WITNESS: I ' m  sorry ,  you are on my d i r e c t  

testimony , cor rec t?  

MS. BRADLEY: It looks l i k e  17. 

THE WITNESS: Page 17. 

MS. BRADLEY: This i s  under Q, t he  Act permits 

Ver zon t o  p e t i t i o n  t o  rebalance rates over two t o  four  years. 

Why d i d  Verizon choose t o  rebalance ra tes  over two years? 

CHAIRMAN JABER: For whatever i t  i s  worth t o  you, 

t h a t  i s  no t  what my page says, e i t h e r .  Do you want t o  j u s t  

walk over and show the  witness t h a t  page? 

MS. BRADLEY: Cer ta in ly .  

MR. CHAPKIS: I might be able t o  help c l a r i f y  t h i s  i f  

you want me t o ,  Madam Chairman. 

CHAIRMAN JABER: I t  looks l i k e  Page 19, counsel. Mr. 

Fulp, I t h i n k  i t  i s  probably on your Page 19. 
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THE WITNESS: 

CHAIRMAN JABER: Okay. Go r i g h t  ahead, Ms. Bradley. 

I j u s t  found i t . 

3Y MS. BRADLEY: 

Q So, d i d  I understand t h a t  t o  be cor rec t ,  you see the 

i e n e f i t  t o  customers as being the  f a c t  t h a t  they w i l l  

s s e n t i a l l y  have a choice o f  companies? 

A 

Q 

That i s  one o f  the  benef i t s ,  yes. 

Would you agree t o  me - -  we have heard testimony and 

I d o n ' t  know whether you have heard i t  a l l ,  bu t  t he  Commission 

ias  had system from c i t i z e n s  throughout the State o f  F lo r i da  

Mho have come i n  and sa id they are on f i x e d  incomes, you know, 

they may no t  q u a l i f y  f o r  L i f e l i n e ,  but  they have increas ing 

nedi ca l  costs,  increasing probl  ems, and t h a t  essenti  a1 1 y they 

can' t  a f f o r d  t h i s  k ind  o f  increase w i t h  t h e i r  phones rates,  

they w i l l  have t o  discontinue. W i l l  you agree w i t h  me t h a t  f o r  

those customers, they are probably not  going t o  see a b e n e f i t  

t o  having a choice o f  companies t h a t  they c a n ' t  a f f o r d  versus 

one company they c a n ' t  a f fo rd?  

A Well ,  i f  there i s  increased competit ion they w i l l  

have a choice. Now, whether they are able t o  take advantage o f  

choices the  same as other customers i s  a d i f f e r e n t  question, 

but  they are s t i l l  going t o  have choices. 

Q But i t ' s  a choice o f  companies they i s n ' t  a f fo rd ,  and 

you would agree they are not  going t o  see t h a t  as a bene f i t ?  

MR. CHAPKIS: Object ion,  c a l l s  f o r  speculat ion. 
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CHAIRMAN JABER: Ms. Brad1 ey, your response? 

MS. BRADLEY: I t h i n k  i t  i s  common sense and t h a t  he 

i s  provided as an expert  i n  t h i s  area. 

CHAIRMAN JABER: Ask your question again. 

3Y MS. BRADLEY: 

Q You would agree t h a t  f o r  the  people t h a t  are no t  

going t o  be able t o  a f f o r d  t h i s ,  they are no t  going t o  see i t  

as a b e n e f i t  t o  have a choice o f  companies they c a n ' t  a f fo rd?  

CHAIRMAN JABER: I w i l l  a l low i t .  

THE WITNESS: I don' t know. I ' m  no t  understanding 

your question, I guess, I apologize. 

CHAIRMAN JABER: I t h i n k  simply put  - -  and i t  i s  

i n t e r e s t i n g  Ms. Bradley used the  word common sense. Many o f  

the customers when we t rave led  a t  the service hearings sa id  

choice i s n ' t  going t o  he lp  me i f  a l l  the rates from a l l  t he  

companies t h a t  approach me are the  same. So the  question i s  

does l o g i c  t e l l  you freedom o f  choice i s  no t  going t o  make 

these proposals look bene f i c ia l  t o  customers i n  t h a t  pos i t i on?  

I f  you have an opin ion on it, f i n e .  I f  you d o n ' t ,  f i n e .  But I 

t h i n k  i t  i s  a l e g i t i m a t e  question t o  - -  
THE WITNESS: It may not  f o r  those customers t o  the  

same extent as t o  other  customers. But, again, you know, I 

d o n ' t  know. 

coming i n ,  how t h a t  w i l l  change th ings,  and how t h a t  w i l l  

change how they view where they are i n  the telecommunications 

I d o n ' t  know t o  what extent competit ion w i l l  be 
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sector as f a r  as choices, payments. 

3Y MS. BRADLEY: 

Q That i s  an unknown, i n  other words? 

CHAIRMAN JABER: Did you hear t h e  question, Mr. Fulp? 

THE WITNESS: No. I ' m  sorry ,  what? 

3Y MS. BRADLEY: 

Q That i s  an unknown? 

A What i s  an unknown? 

Q 

A 

As t o  how i s  t h i s  going t o  e f f e c t  the  customers? 

Well ,  I t h i n k  there  i s  a l o t  o f  testimony on the 

record t h a t  overa l l  i t  i s  going t o  e f f e c t  the  customers, you 

mow, i n  a bene f i c ia l  manner. 

Q Well, we are t r y i n g  t o  understand how i s  i t  going t o  

3enef i t  them, and I can understand when you say i t  w i l l  provide 

them w i t h  a choice, except f o r  those t h a t  have sa id t h a t  t h a t  

i s  not  going t o  help them, bu t  I ' m  t r y i n g  t o  understand how i t  

benef i t s them? 

A It bene f i t s  t h e  customers t h a t  you are s p e c i f i c a l l y  

r e f e r r i n g  t o  t h a t  were no t  able t o  make t h e  choices, could no t  

a f fo rd  service,  i s  t h a t  what you are r e f e r r i n g  t o ?  

Q Can you t e l l  me today how t h i s  i s  going t o  bene f i t  

any customer other  than those t h a t  - -  o ther  than g i v ing  them a 

choice i f  they can a f f o r d  it? 

A Well, again, there i s  a l o t  o f  testimony, and D r .  

Danner, our witness, i s  probably the best witness t o  t a l k  about 
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the Actual impacts on consumers. But depending upon your usage 

i f  t o l l ,  depending upon, you know, the  overa l l  e f f e c t  o f  the  

i roposals and the  overa l l  e f f e c t  o f  enhanced competit ion, you 

lave got t o  look a t  a l l  o f  t h a t  t o  see what the benef i t s  are 

going t o  be. So I c a n ' t  s i t  here and, you know, speculate as 

to  the  exact bene f i t s  t h a t  each ind i v idua l  customer i s  going t o  

see. But I t h i n k  the record and the  testimony o f  D r .  Danner 

and other  witnesses c l e a r l y  p o i n t s  t h a t  there i s  going t o  be 

benef i ts  t o  enhanced competit ion i n  the  market. 

Q But you are not  prepared t o  t e s t i f y  as t o  what those 

benef i t s  are, you would defer t o  D r .  Danner? 

A I d o n ' t  t h i n k  I am t h e  best  witness t o  do t h a t .  I 

t h i n k  D r .  Danner i s  a much b e t t e r  witness t o  discuss t h a t .  

MS. BRADLEY: No f u r t h e r  questions. 

CHAIRMAN JABER: Mr. Twomey. 

MR. TWOMEY: Yes, ma'am. Thank you. 

CROSS EXAMINATION 

BY MR. TWOMEY: 

Q Good afternoon. 

A Good afternoon. 

Q I w i l l  probably s u f f e r  from the  same problem w i t h  the 

page numbers and we w i l l  have t o  j u s t  t r y  and deal w i t h  t h a t  

the best we can. Let me ask you a question about your rebut ta l  

testimony f i r s t ,  s i r ,  a t  what I t h i n k  i s  on my copy Page 9 o f  

your rebut ta l  testimony. A t  L ine 16 there i s  a discussion o f  
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- i f e l i n e  customers are protected under the  Act. Do you see 

;hat? Rebuttal testimony, Page 9.  

A It i s  not  on my Page 9, bu t  g i ve  me a second and l e t  

ne see i f  I can - -  

Q 

iumeral 111. 

I guess i t  i s  the  paragraph o r  chapter heading Roman 

A Got it. 

Q Okay. A f t e r  the  break I t h i n k  your company assured 

the Chairman t h a t  you w i l l  agree t o  i n s t i t u t e  the  same l e v e l  o f  

p ro tec t ion  o f  your L i f e l i n e  customers from the r a t e  increases 

granted i n  t h i s  case, i f  any, as af forded by BellSouth, i s  t h a t  

correct? 

A That i s  cor rec t .  

Q Okay. What are you planning t o  do a t  the  end o f  

period? I s  i t  your i n t e n t i o n  t o  impose the  t o t a l i t y  o f  r a t e  

increases t h a t  have been appl ied t o  the  other  customers when 

t h a t  per iod runs out? 

A I c a n ' t  say exac t ly  what we are going t o  do a t  the  

end o f  four  years w i t h  L i f e l  i n e  customers, but  I t h i n k  - - we l l ,  

I d o n ' t  t h ink ,  I know t h a t  Verizon i s  concerned about L i f e l i n e  

customers. That i s  why we have proposed t o  do what we propose, 

t o  go four  years. A t  t h i s  po in t  i n  t ime we have no current  

plans o f  increasing the L i f e l i n e  customers' rates.  And as I 

stated i n  my testimony, we are a lso w i l l i n g  t o  work on a longer 

term proposal t h a t  w i l l  ensure L i f e l  i n e  funding going forward, 
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)ut  a t  t h i s  p o i n t  I c a n ' t  speculate on what we are going t o  do 

in four  years. 

Q Okay, s i r .  I r respec t i ve  o f  what you decide t o  do, 

vould you agree w i t h  me t h a t  a l l  other fac to rs  being held 

?qual, i f  you do impose the  increases on your L i f e l i n e  

xstomers a t  t he  end o f  the  four  years o r  l a t e r ,  those 

increases would be $4.61 p lus  addi t ional  app l i cab le  taxes and 

fees? 

A I d o n ' t  agree w i t h  your hypothet ica l .  I don ' t  know 

that we would do t h a t  a t  a1 1. 

Q Let  me ask you t h i s .  I s n ' t  your test imony t h a t  the 

ra te  increase you propose t h i s  Commission t o  approve here i s  

$4.61 f o r  r e s i  dent i  a1 basic 1 oca1 service? 

A Yes. 

Q And i s n ' t  i t  t r u e  then i f  you decided, I ' m  not  saying 

you w i l l ,  I ' m  saying i f  you decided a t  t he  conclusion o f  the 

protected per iod  t o  g ive the L i f e l i n e  customers the  same 

increases t h a t  you would achieve here i f  you are successful, 

t ha t  they would receive r a t e  increases o f  $4.61 p lus  addi t ional  

taxes and fees? 

A Holding everything e lse  constant, nothing 

changes i n  funding f o r  L i f e l i n e ,  I guess the  answer 

yes. But, again, I do not  agree w i t h  t h a t  hypothet 

I d o n ' t  know t h a t  we would do t h a t  a t  a l l .  

Q Well ,  i f  you d id ,  then wouldn' t  you agree 
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:hat i f  a l l  other th ings were held equal, no addi t ional  

increases i n L i  f e l  i ne f i  nanci a1 assi stance t o  these customers, 

:hey would be a t  a d e f i c i t  o f  $4.61 versus t h e i r  current  

s i tuat ion? 

A Again, I d o n ' t  agree w i t h  t h a t  hypothetical because I 

lon '  t know t h a t  we would do t h a t .  

MR. TWOMEY: Madam Chairman, t h a t  question I bel ieve  

Mas capable o f  a yes o r  no answer t o  be fol lowed by whatever 

2xplanation he wants t o  o f f e r .  

CHAIRMAN JABER: You know, M r .  Twomey, candidly, I 

lad t roub le  w i t h  t h a t  question, too.  But I t h i n k  the answer i s  

s u f f i c i e n t .  

try asking i t  a d i f f e r e n t  way? I mean, you are asking him t o  

assume fac ts  going forward t h a t  he i s  t e l l i n g  you he doesn't  

agree w i t h  the  hypothet ical ,  so i f  you want t o  g ive i t  another 

t r y  and rephrase the question. 

I t h i n k  the answer i s  s u f f i c i e n t .  Do you want t o  

MR. TWOMEY: Well, Madam Chairman, l e t  me j u s t  say 

t h i s .  The question I asked him, I bel ieve, was i f  you g ive 

these customers, the L i  f e l  i ne customers, the same r a t e  increase 

you are seeking o f  your other res ident ia l  customers, $4.61, and 

there are no other increases i n  t h e i r  assistance, i s n ' t  i t  t r u e  

t h a t  they are a t  a $4.61 d e f i c i t  as compared t o  the current 

s i t ua t i on .  

CHAIRMAN JABER: Mr. Fulp - -  l e t  me t r y  i t  t h i s  way. 

Mr. Fulp, recognizing t h a t  you d o n ' t  know, nor do you agree 
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v i t h  the  character izat ion t h a t  your company might increase the  

pates t o  those L i f e l i n e  customers a f t e r  four  years, you would 

3gree t h a t  t h a t  four  d o l l a r  p lus  d i f fe rence i s  more than the  

-i f e l  i ne customers are paying today? 

THE WITNESS: Yes. 

CHAIRMAN JABER: Does t h a t  accomplish i t  f o r  you, M r .  

rwomey? 

MR. TWOMEY: Yes, ma'am. It wasn't - -  i t  does, thank 

you. 

3Y MR. TWOMEY: 

Q And i f  t h a t  were t o  occur, M r .  Fulp, t h a t  i s  i f  your 

current L i f e l i n e  customers were t o  receive a r a t e  increase o f  

$4.61 and not  receive add i t iona l  f i nanc ia l  assistance i n  t h a t  

amount, would you agree w i t h  me t h a t  t h a t  would l i k e l y  lead t o  

some discontinuance o f  serv ice by those customers? 

A Again, t h a t  i s  asking me t o  speculate t h a t  nothing 

e lse changes, t h a t  i s  again assuming the hypothet ical  which I 

d i d n ' t  want t o  assume, so I c a n ' t  answer t h a t  question. 

Q Fine. Would your company support l e g i s l a t i o n  t h a t  

woul d prec l  ude L i  f e l  i ne customers, your L i  f e l  i ne customers 

receiv ing any other  r a t e  increases on an annual basis o ther  

than those t h a t  would be equal t o  the r a t e  o f  i n f l a t i o n  minus 

one percent? 

MR. CHAPKIS: Objection, c a l l s  f o r  speculat ion. 

MR. TWOMEY: He i s  an o f f i c i a l  o f  the  company. 
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CHAIRMAN JABER: M r .  Twomey, the  ob jec t ion  i s  

;peculation. Respond and I w i l l  r u l e .  

THE WITNESS: I d o n ' t  know. I mean, we would - - I 
lave no idea. 

!Y MR. TWOMEY: 

Q Okay. A t  Page 14 t h a t  I have, and maybe i t  i s  Page 

16 o f  your testimony, there  i s  a discussion - -  

A I ' m  sorry ,  i s  t h a t  o f  my rebu t ta l  o r  d i r e c t ?  

Q I'm sorry ,  i t  i s  your d i r e c t ,  yes, s i r .  

A Page 16? 

Q I show Page 14. I f  there i s  a two-page d i f fe rence i t  

nay be on 16. The question i s  please describe the basic l o c a l  

nates t h a t  w i l l  be adjusted t o  ensure t h a t  t he  rebalancing 

irocess i s  revenue neu t ra l .  

A Okay, I ' m  there.  

Q Now, I have used my ca lcu la to r  and attempted t o  

f igure  out what percentage the  $71.4 m i l l i o n  t h a t  you propose 

to  the Commission t o  apply t o  your res iden t ia l  basic ra tes o f  

the 76.8 m i l l i o n  t h a t  you are seeking i n  increases, and I got a 

percentage o f  92.9 percent. Does t h a t  sound r i g h t  t o  you? 

A I ' m  sorry ,  could we make sure we have the same 

numbers. 

Q Yes, s i r .  I ' m  sorry.  And I apologize i f  I am 

working from the  unrevised e d i t i o n .  

your company i s  seeking a t o t a l  o f  $76.8 m i l l i o n  i n  basic l oca l  

My understanding i s  t h a t  
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,erv ice r a t e  increases, i s  t h a t  cor rec t?  

A 

Q I ' m  sorry ,  I ' m  working from the  wrong - -  
76.2 i s  what I have on Page 16,  Line 9.  

CHAIRMAN JABER: You know, Mr. Twomey, I have been 

ooking f o r  a normal breaking p o i n t  f o r  lunch, so - -  

MR. TWOMEY: I w i l l  get  t h e  r i g h t  one. And I mean 

lu r ing  lunch I w i l l  get t he  r i g h t  e d i t i o n .  

CHAIRMAN JABER: Well ,  here i s  a c t u a l l y  my request o f  

I don ' t  know about the  o ther  Commissioners, but  the  pages IOU. 

[ have consistent w i t h  the  pages t h a t  you have. 

same f o r  you, Commissioners? So my request i s  - - 

Is t h a t  t he  

COMMISSIONER DEASON: I am on Page 16 r i g h t  now. 

CHAIRMAN JABER: Yes, me too.  Mr. Chapkis, i f  I 

Zould t roub le  you t o  get a copy o f  t h a t  t o  your witness, t h a t  

nay help. 

MR. TWOMEY: Madam Chair ,  I am out  o f  order here. I 

nlas guessing t h a t  i t  was 16, bu t  I am on 14. Since you had 

said before t h a t  - - 
CHAIRMAN JABER: Okay. Then you are d e f i n i t e l y  the  

probl em. 

MR. TWOMEY: 

CHAIRMAN JABER: You are the  problem. You j u s t  sa id  

I am the  problem. 

tha t .  Okay. L e t ' s  get you the  r i g h t  copy. Commissioners, 

l e t ' s  take a one hour break and come back and f i n i s h  w i t h  t h i s  

witness. 
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MR. TWOMEY: Thank you. 

CHAIRMAN JABER: Thank you. 

(Lunch recess. ) 

CHAIRMAN JABER: L e t ' s  get  back on the  record. Mr. 

rwomey, you and M r .  Chapkis, I bel ieve ,  were going t o  compare 

the pages o f  testimony you had on Mr. Fulp t o  make sure you 

vere a l l  look ing a t  the  same page. 

MR. TWOMEY: Yes, ma'am, t h a t  i s  cor rec t .  And I 

replaced my f i r s t  version o f  the  testimony w i t h  the  amended. 

apol ogi ze f o r  the  inconvenience t h a t  caused. 

I 

3Y MR. TWOMEY: 

Q Mr. Fulp, I want t o  s t a r t  over i f  I may on your 

d i r e c t  testimony now t h a t  I have the  cor rec t  version, and 

b r i e f l y  cover your p o s i t i o n  and your r e s p o n s i b i l i t i e s .  I 

understand from Page 1 o f  your d i r e c t  testimony amended t h a t  

you are the  d i r e c t o r  o f  regu la to ry  o f  the  company, correct? 

And t h a t  i s  company-wide throughout the  United States? 

A Yes. 

Q 

A Yes. 

Q 

You also have a Master 's degree i n  economics? 

And 18 years o f  phone company experience i n  r a t e  

case, access p r i c i n g ,  and other  experience, correct? 

A Yes. 

Q I f  you w i l l  t u r n  t o  Page 16 o f  your testimony. The 

po in t  I was t r y i n g  t o  get t o  before when you recognized I had 
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;he wrong numbers, i sn ' t  i t  correct t h a t  of the $62 p o i n t  

n i l l ion  (s ic)  t h a t  you are asking this Commission t o  allow you 

;o increase your basic local service rates, of t h a t  you propose 
;o apportion f u l l y  93 percent of i t  t o  your residential 
:us tome rs? 

A Can you tell  me the number you s a i d ?  

Q Yes, s i r .  I am - -  
A Where d i d  t h a t  number come from? 

CHAIRMAN JABER: Mr. Twomey, w h a t  he i s  referring t o  
picked up on, as well. You said 66, I t h i n k ,  .2. Don' t  you 

nean 76.2? 

MR. TWOMEY: I meant t o  say that. I apologize. 
3Y MR. TWOMEY: 

Q O f  the 76.2 mill ion t h a t  you are seeking i n  

increases, you want  the Commission t o  allow you t o  apportion 
fu l ly  93 percent of i t  t o  your residential customers, correct? 

A I haven't done a percentage calculation, bu t  hear on 
ny testimony on Page 17 i t  spl i ts  the increases between 
msi ness and residence , as we1 1 as recurring and nonrecurring. 

Q Yes, s i r .  I am on 16. You will accept, won't  you, 

subject t o  check t h a t  70.9 million i s  93 percent of 76.2 

mi 1 1 i o n ,  correct? 

A I will  accept i t ,  subject t o  check. 
Q And you propose t o  increase a l l  of your residential 

rate groups by the same uniform amount of $4.73, correct? 
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A That i s  correct ,  over two years and th ree  increments. 

Q Yes, s i r .  And the  nonrecurring charges increases you 

ropose are l i s t i n g  there,  as wel l  , cor rec t?  

A Yes. 

Q A $5 increase f o r  residence nonrecurring and a 

ncrease as we l l  f o r  nonrecurring centra l  o f f i c e  connect 

$5 

on , 

:orrect? 

A Correct .  

Q On the  next page, 17, you say a t  L ine 14, Ver izon's 

i b j e c t i v e  i s  t o  comply w i t h  the  s taLute and remove support 

f lowing from the  access rates t o  basic l oca l  ra tes.  And my 

juest ion i s  i s  t h a t  your primary goal, I suppose, t o  increasing 

:ompet i ti on? 

A No, t h a t  i s  one o f  the  c r i t e r i a  o f  t he  Act. 

Q Okay. Now, the  maximum amount t h a t  you can increase 

your l o c a l  ra tes  i s  d i r e c t l y  re la ted  t o  how much you have t o  

lose o r  reduce access fees t o  get t o  p a r i t y ,  correct? 

A Per the  Act, t h a t  i s  cor rec t .  

Q And so the amount o f  support t h a t  you can remove from 

your bas ic  l o c a l  ra tes i s  1 im i ted  by t h a t  amount , but  the 

nanner i n  which you 

apparently, i s  t h a t  

A Well, no, 

de have t o  fo l l ow  t 

do i t  i s  l e f t  up t o  the  company, 

correct? 

i t  i s  no t  e n t i r e l y  l e f t  up t o  the company. 

le guidel ines t h a t  were i n  the  Act, and i t  

i s  p r e t t y  d e f i n i t i v e  as f a r  as the increases and where they go 
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9s f a r  as basic ra tes.  

Q Okay. I want t o  ask you about one o f  them t h a t  you 

lescr ibe  on Page 17, t o  help me understand it. You say 

s t a r t i n g  a t  Line 20, Verizon i s  increasing a l l  basic l o c a l  

res ident ia l  ra tes by a uni form amount due t o  the  l e g i s l a t i v e  

zonstraints t h a t  p r o h i b i t s  res iden t ia l  L i  f e l  i n e  r a t e  increases 

j u r i n g  the  rebal anci ng per iod.  Today L i  f e l  i ne customers 

receive a monthly c r e d i t  f o r  subscriber l i n e  charge o f  $6.50, 

and other L i  f e l  i n e  c r e d i t s  t o t a l  i n g  $7, f o r  a t o t a l  L i  f e l  i n e  

c r e d i t  o f  13.50. This i s  a uniform c r e d i t  across a l l  r a t e  

groups. I f  Verizon were t o  increase res iden t ia l  ra tes by 

d i f f e r i n g  amounts, as we are proposing t o  do f o r  the business 

rates,  a d i f f e r e n t  L i f e l i n e  c r e d i t  would have t o  be establ ished 

f o r  each r a t e  group. Is t h a t  t rue? 

A Yes. 

Q And why i s  i t  t rue?  I f  you had d i f f e r e n t  increases 

f o r  d i f f e r e n t  r a t e  groups, why would t h a t  change the amount o f  

the L i  f e l  i ne c r e d i t ?  

A Well, i t  wouldn ' t  change the amount o f  the  L i f e 1  i n e  

c r e d i t .  What t h i s  r e f e r s  t o  i s  i n  look ing a t  the  d i f ferences 

i n  our res iden t ia l  versus our business r a t e  design, we chose on 

the  res iden t ia l  s ide t o  have a f l a t  increase across a l l  r a t e  

groups, and one o f  the  reasons t h a t  we chose t o  do t h a t  i s  t o  

ensure t h a t  we fo l l ow  what we need t o  do f o r  L i f e l i n e  

customers. And today f o r  our b i l l i n g  purposes, you have t o  
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lave a credit specifically for Lifeline t h a t  i s  by rate group. 
\nd so t o  go i n  and change the different amounts t h a t  we would 

lave increases by across our rate groups was going t o  be a 
najor b i l l i n g  change. We d i d n ' t  want t o  take t h a t  on a t  this 

Io in t  i n  time and risk messing something up w i t h  our b i l l i n g  

for the Lifeline credits. And so t h a t  i s ,  aga in ,  one of the 
reasons t h a t  we chose t o  use a f l a t  increase across the board. 

Q He p me understand a l i t t l e  b i t  better. Isn ' t  i t  

zorrect t h a t  currently under your existing rates t h a t  you give 
2ach rate grl up the same Lifeline credit? 

A 

Q Yes, s i r ,  and my question was i s n ' t  i t  true t h a t  

under your current rates you give each rate group the same 
$13.50 L i  fel ine credit? 

A Correct. 

Q Okay. So why i s  this statement i n  your testimony 
t h a t  i f  you were t o  increase residential rates by differing 

amounts, your residential rates currently by rate group are 

We give credits by rate group. 

d i  fferent amounts, correct? 
A Yes. 
Q So, i f  Verizon were t o  increase resident 

differing amounts, why would t h a t  require t h a t  you 

different Li fel ine credits for each rate group? 
A Because, as I stated i n  my testimony, i f  

a1 rates by 

establ ish 

you look on 
Line 3 of Page 16, i t  says i f  we were t o  increase the 
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*es ident ia l  ra tes  by d i f f e r i n g  amounts, d i f f e r e n t  L i f e l i n e  

: red i ts  would have t o  be establ ished f o r  each r a t e  group. And 

/hat we were t o l d  when we looked a t  what would have t o  happen 

'or systems changes t o  our b i l l i n g  and s t u f f ,  i s  t h a t  we d i d n ' t  

/ant t o  undertake doing t h a t  a t  t h i s  p o i n t .  And so my 

inderstanding i s ,  and I ' m  no t  a b i l l i n g  expert ,  but  my 

inderstanding i s  f o r  us t o  go i n  and make changes across the 

li f f e r e n t  r a t e  groups would requi  r e  t h a t  L i  f e l  i ne c r e d i t s  would 

lave t o  be establ ished separately f o r  t h e  d i f f e r e n t  r a t e  groups 

2nd we d i d n ' t  want t o  do t h a t  a t  t h i s  p o i n t  i n  time. 

Q Yes, s i r ,  bu t  l e t  me t ry  again. Current ly  i s n ' t  i t  

:rue t h a t  the  L i f e l i n e  c r e d i t s  f o r  each o f  your f i v e  

*es ident ia l  r a t e  groups i s  $13.50 per month? 

A Yes. We have a uniform c r e d i t  across the  r a t e  

jroups. 

Q Yes. And i s n ' t  i t  t r u e  t h a t  under your proposed 

Zhanges, the  L i f e l i n e  c r e d i t  f o r  each r a t e  group would stay 

2xactly the  same, namely $13.50? 

A I t h i n k  the answer i s  yes. But, again, i f  we went 

i n  - - my understanding i s  i f  we went i n  and changed our ra tes 

oy d i f f e r i n g  r a t e  groups, t h a t  the  way the  b i l l i n g  system has 

to  p i c k  up the  c r e d i t ,  t h a t  we would a c t u a l l y  have t o  change 

the c r e d i t  t h a t  would be appl ied across the  d i f f e r e n t  r a t e  

groups. 

CHAIRMAN JABER: Mr. Fulp, may I i n t e r j e c t  because 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

703 

you are l o s i n g  me. 

xstomers i n  some r a t e  groups have a l o c a l  monthly b i l l  perhaps 

)f l e s s  than 13.50, i s  t h a t  a f a i r  statement? 

THE WITNESS: Yes, t h a t  i s  a f a i r  statement. 

CHAIRMAN JABER: So the  c r e d i t  i s  up t o  13.50. When 

Let me see i f  I can understand. Some 

you are t a l  k i ng  about changes t o  r a t e  groups, I t h i n k  what i s  

confusing i s  i t  makes i t  sound l i k e  you are changing the 13.50. 

This i s  what I was asking you about i n  your summary. You keep 

saying t h a t  there are changes t o  the  L i f e l i n e  c r e d i t .  I t h i n k  

dhat you are t r y i n g  t o  exp la in  i s  i f  a customer's l oca l  monthly 

b i l l  i s  $10, and he i s  a L i f e l i n e  customer, then he has got  a 

$10 c r e d i t  t o  h i s  b i l l ,  because he i s  a L i f e 1  i n e  customer. 

THE WITNESS: That i s  cor rec t .  

CHAIRMAN JABER: And then i n  the  next r a t e  group, 

maybe there  i s  a customer t h a t  has a $12 monthly b i l l ?  

THE WITNESS: Yes. 

CHAIRMAN JABER: And h i s  L i f e l i n e  c r e d i t  i s  $12? 

THE WITNESS: Yes. 

CHAIRMAN JABER: M r .  Twomey, I d i d n ' t  mean t o  

i n t e r r u p t ,  bu t  you picked up on something t h a t  was very 

confusing, and i f  you want t o  take - -  

MR. TWOMEY: I w i l l  s top there.  And I ' m  not  t r y i n g  

t o  quibble on t h i s ,  bu t  I t h i n k  there are important 

imp l ica t ions .  

CHAIRMAN JABER: But i s  t h a t  the  confus 
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;rying t o  address? 

MR. TWOMEY: No. I mean, I hear what you are saying 

md I heard h i s  response, and I w i l l  j u s t  stop w i t h  i t . I ' m  

l o t  convinced t h a t  t h a t  answers my question, b u t  I w i l l  stop 

v i t h  i t  f o r  the  moment. 

CHAIRMAN JABER: Okay. But t o  s a t i s f y  my concern, 

ylr. Fulp, you can a f f i r m a t i v e l y  say that  t h i s  proposal i s  no 

3ttempt on your p a r t  t o  e f fec tua te  any changes t o  the  $13.50 

-i f e l  i ne c r e d i t ?  

THE WITNESS: Absolutely not.  And, again, i t  was 

reason because o f  the  L i f e l i n e  c r e d i t s  t h a t  we d i d n ' t  have a 

woposal t h a t  changed our ra tes by varying i t  across r a t e  

groups. I mean, i t  was one o f  the  reasons. 

CHAIRMAN JABER: A l l  r i g h t .  And i s  t h a t  r e a l l y  more 

a f  an admin is t ra t ive concern? 

THE WITNESS: It i s  an admin is t ra t i ve  and a b i l l i n g  

change, systems change, as wel l  as we d i d n ' t  want t o  i n s t i t u t e  

something l i k e  t h a t  a t  t h i s  p o i n t .  And no t  t o  say t h a t  we ever 

have problems w i t h  b i l l i n g ,  bu t  we d i d n ' t  want one i n  t h i s  case 

w i th  L i f e l i n e  c r e d i t s .  

BY MR. TWOMEY: 

Q Okay, s i r .  You sa id  t h a t  was one o f  t h e  reasons. 

I s n ' t  i t  t rue ,  though, t h a t  another one o f  t he  reasons f o r  

attempting t o  imp1 ement uni  form r a t e  increases across a1 1 r a t e  

groups i s  t o  p ro tec t  your most dense r a t e  groups from 
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add i t iona l  competition? 
A I d o n ' t  know t h a t  t h a t  i s  a major reason for choosing 

our rate design. 
our support t h a t  we are currently getting and you look a t  our 
rates i n  conjunction w i t h  cost, they a l l  needed t o  be increased 
because they were below cost. And so, you know, I wouldn ' t  say 

as 

I f  you looked a t  our rates and you looked a t  

t h a t  i t  was t o  protect any set of customers from competition 
t o  why we chose t o  increase rates on a uniform manner across 
the board. 

Q Yes, s i r ,  I wi l l  accept that. B u t  whether i t  was he 
major reason or no t ,  i s n ' t  i t ,  i n  fact, true t h a t  i t  was one of 

the reasons t h a t  you selected t h a t  methodology? 
A No, I d o n ' t  know t h a t  i t  was one of the reasons, t h a t  

i s  w h a t  I just explained. 
Q Okay. I t  has t h a t  result, doesn't i t ?  

A Could you explain again w h a t  result you are referring 
t o .  

Q Yes, s i r .  And I know you are an economist, and I am 
going t o  take t h a t  i n t o  consideration, and you are an expert i n  

this field. The question i s  doesn't the attempt t o  have the 
access fee increases apportioned evenly by dollar amount over 
a l l  rate groups tend t o  protect from competition t o  some degree 
the most dense rate groups? 

MR. CHAPKIS: I am going t o  object a t  this po in t .  

Dr. Danner i s  our witness on competition and the effects o f  
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:ompetit ion, and I t h i n k  t h a t  t h i s  l i n e  o f  i n q u i r y  i s  more 

ippropr ia te ly  addressed t o  him. Mr. Fulp was - - 

CHAIRMAN JABER: Mr. Chapkis, what i s  your ob jec t ion ,  

;hat t h i s  i s  outside the  scope o f  - -  

MR. CHAPKIS: Beyond the scope o f  the  witness' 

:estimony. 

CHAIRMAN JABER: Let  me t e l l  you, I am going t o  a l low 

:he question because t h i s  witness does t e s t i f y  w i t h  regard t o  

low the  a l loca t ions  are spread across r a t e  groups. 

iecause I have questions i n  t h a t  regard, as w e l l .  So I w i l l  

i l l o w  the  question. 

I know t h a t  

MR. TWOMEY: Thank you, Madam Chair.  

3Y MR. TWOMEY: 

Q 

A 

Q Yes, s i r .  Let  me change i t  a l i t t l e  b i t  and maybe i t  

Do you understand my question, Mr. Fulp? 

Could you repeat the  question again. 

vi11 help. Would you agree w i t h  me t h a t  i f  the  f u l l  amount o f  

the requested r a t e  increases were apportioned across the  

-es ident ia l  customers on a percentage increase as opposed t o  a 

m i fo rm d o l l a r  amount per r a t e  group, necessar i ly  t h a t  t he  

x r r e n t  groups o f  t he  highest ra tes,  t h a t  i s  your most densely 

iopulated r a t e  group, would have t o  have higher d o l l a r  

increases than the  l e s s  dense r a t e  groups? 

A I w i l l  agree w i t h  the  mathematics o f  t h a t ,  yes. 

Q It i s  mathematically necessary, r i g h t ?  
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A I f  you used a percent versus an across the  board f l a t  

-ate increase, yes, I would agree w i t h  your math. 

And i s n ' t  one o f  t he  under ly ing theor ies o f  your Q 
:ompany's case t h a t  t o  promote competit ion amongst your var ious 

:ustomer r a t e  groups, r e s i d e n t i a l  and business, t h a t  i n  order 

;o incent  competitors o r  po ten t i a l  competitors t o  come i n  and 

:ry and seek your customers you have t o  t r y  and b r i n g  your 

-ates c oser t o  cost? 

A That i s  co r rec t .  

Q So, i s n ' t  i t  t r u e  t h a t  i f  you chose t o  seek the  r a t e  

increases through a percentage basis, t h a t  the  more dense 

?esident ia l  groups would have t h e i r  u l t ima te  ra tes  come c loser  

to cost  than under t h e  methodology you have chosen i n  t h i s  

:ase? 

A Well, they would have a higher increase - - 

Q Yes, s i r .  

A - -  i n  t h e i r  ra tes .  

Q Yes, s i r .  And t h i s  i s  not  a t r i c k  question. I ' m  no t  

attempting a t r i c k  question. 

conclusive t h a t  i f  they had a higher r a t e  increase - -  which 

r a t e  group i s  your most dense, f i v e ?  

I s n ' t  i t  mathematically 

A Five. 

Q I t h i n k  we have establ ished t h a t  i f  you used a 

percentage increase as opposed t o  a uniform d o l l a r  increase, 

t h a t  Rate Group 5 res iden t ia l  ra tes would go up more than they 

FLORIDA PUBLIC SERVICE COMMISSION 



1 
2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

A 

Q 
A 

Q 

708 

3uld under the  proposal i n  t h i s  p e t i t i o n ,  correct? 

A Correct. 

Q And t h a t  would necessar i ly  pu t  t h a t  group c loser  t o  

he cost  o f  p rov id ing  service i n  t h a t  r a t e  group's area than 

nder the cur ren t  proposal, r i g h t ?  

It would b r i n g  them c loser  t o  t h e i r  cost .  

Than under the cur ren t  proposal? 

Than under the  cur ren t  proposal. 

And under the  theory, i s n ' t  i t  t r u e  t h a t  under the  

heory Lhat t he  c loser  you get your customer ra tes t o  cost  tha 

hey become more a t t r a c t i v e  t o  po ten t i  a1 competitors, your Rate 

roup 5 res iden t ia l  customers w i l l  be more a t t r a c t i v e  t o  

ompetitors i f  you used a percentage increase methodology as 

pposed t o  the  uniform d o l l a r  methodology, i s n ' t  t h a t  correct? 

A It i s  cor rec t  t h a t  t he  ra tes  would be higher t h a t  a 

ompetitor would see i f  they came i n t o  our market f o r  those 

reas. Again, i f  you look a t  a l l  o f  our ra tes across a l l  o f  

lur r a t e  groups i n  conjunction w i t h  t h e i r  cost ,  they are a l l  

lelow cost.  And so - -  I am t r y i n g  t o  answer your question, I ' m  

us t  t r y i n g  t o  understand - -  

Q 

'ou want t o ,  bu t  you have answered t o  my sa t i s fac t i on .  

A 

You answered it. I mean, you can expla in  i t  more i f  

Again, what I am agreeing t o  i s  t h a t ,  yes, they would 

lave a l a r g e r  r a t e  increase than the other  rates.  And, you 

mow, holding everything e lse  equal, t h a t  could poss ib ly  mean 
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:hat a competitor would look a t  t h a t  d i f f e r e n t l y  than he would 

mother  r a t e  group. 

Q Yes, s i r ,  thank you. Which o f  your business, s ing le  

l i n e  business r a t e  groups, which number i s  t he  most densely 

iopul ated? 

A It would be Rate Group 5, as w e l l .  

Q Okay. And would I be co r rec t  i n  assuming t h a t  Rate 

;roup 5 o f  the business customers has a t  l e a s t  i n  the near term 

i i s t o r y  been t h a t  group most subject  t o  compet i t ive pressures? 

A 

ra te  group. 

answer t h a t  by r a t e  group. 

zompetit ive analysis t h a t  looks s p e c i f i c a l l y  a t  one r a t e  group 

versus another r a t e  group. 

I d o n ' t  know t h a t  I can answer t h a t  s p e c i f i c a l l y  by 

I t h i n k  t h a t  would be - -  w e l l ,  I d o n ' t  t h i n k  I can 

I am not  f a m i l i a r  w i t h  a 

Q Okay. Which o f  your witnesses would be b e t t e r  a t  

that? 

A M r .  Leo has prepared a competit ion repor t .  I d o n ' t  

know i f  t h a t  repor t  would look  a t  competit ion by r a t e  group, i n  

f a c t ,  I d o n ' t  be l ieve t h a t  i t  does. 

Q Okay, s i r .  Thank you. On Page 18 o f  your testimony 

s t a r t i n g  a t  Line 13 you discuss the  reasons t h a t  you are moving 

a l l  o f  your basic loca l  business ra tes  t o  $32. And down a t  

L ine 19 you say f o r  Number 3 t o  help l i m i t  p r i c e  increases on 

the other  services i n  t h i s  process. 

r e f e r  t o ?  

Which services do you 
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A Hold on, I j u s t  want t o  - -  I t h i n k  what we were 

% e f e r r i n g  t o  here i s  j u s t  i n  general other products and 

ness ra tes ,  we wouldn ' t  

extent  we d i d n ' t  

pu t  t h a t  on res iden t ia l  

ierv ices where we chose t o  increase bus 

lave t o  increase. And l e t ' s  say t o  the 

increase business services and we would 

;ervi ce ra tes  versus business rates.  

Q So you are i nc lud ing  res iden t ia l  l o c a l  service rates 

in  t h a t  category? 

A 

Q Okay, thank you. The next page, s i r ,  Page 19, Line 5, 

That could be one o f  t he  th ings included, yes. 

i s  t he  question the Act permits Verizon t o  p e t i t i o n  t o  

nebalance rates over two t o  four  years. Why d i d  Verizon choose 

co rebalance rates over two years? F i r s t ,  I want t o  ask you, 

w e n ' t  I cor rec t  i n  understanding t h a t  your company's 

-epresentatives t o l d  the  members o f  the F l o r i d a  Legis1 ature 

that  t he  t r a n s i t i o n  implementation o f  the  r a t e  increases i f  the  

l e g i s l a t i o n  was approved would be over four  years? 

MR. CHAPKIS: Objection, lacks foundation. 

CHAIRMAN JABER: M r .  Twomey. 

MR. TWOMEY: I d o n ' t  t h i n k  t h a t  i s  a l e g i t i m a t e  

Dbjection. The witness i s  the  senior d i r e c t o r  f o r  ra tes f o r  

t h i s  company i n  the United States. He must have some awareness 

D f  what t h i s  l e g i s l a t i v e  proposal was. 

BY MR. TWOMEY: 

Q Or l e t  me ask you. Were you aware o f  t he  l e g i s l a t i o n  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

711 

n F lo r i da  being promoted by your company t h i s  year and the 

'ear previous? 

A I am aware t h a t  our  company was invo lved i n  the 

egi  s l  a t i  ve process. 

Q Okay, s i r .  Are you aware dur ing e i t h e r  year 

Jhether - -  o f  what the  number o f  years o f  t r a n s i t i o n  your 

:ompany was proposing? 

A No. 
Q Okay. So you d o n ' t  know i f  i t  was four ,  i s  t h a t  

:orrect? 

A No, I d o n ' t  know the answer t o  your question. 

Q Okay. Your answer a t  e igh t  i s  Verizon chose t o  

nebalance ra tes  i n  th ree  increments over two years t o  b r i n g  the  

i e n e f i t s  o f  r a t e  rebalancing t o  ratepayers i n  t h e  shortest  

2eriod allowed by the  Act. And you go on and discuss some o f  

the benef i t s .  Ms. Bradley asked you about those. 

mderstanding from your testimony here t h a t  you are t e l l i n g  the 

Zommission t h a t  you are seeking t o  ra i se  my c l i e n t s '  ra tes and 

your other customers' ra tes i n  a shorter per iod  o f  t i m e  f o r  

t h e i r  own good? 

Is i t  my 

A I d o n ' t  know i f  I would character ize i t  the  way you 

d id .  Our thought i s  

t ha t  t h i s  type o f  proposal has been i n  the  works f o r  numerous 

years. It needs t o  be implemented and the  sooner t h a t  we can 

I t h i n k  my testimony speaks f o r  i t s e l f .  

nk we are going t o  be i n  the implement i t  the  b e t t e r  we t h  
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State o f  F1 o r i  da . 
Q The b e t t e r  you are going t o  be i n  the  State o f  

F lor ida.  You mean - -  

A 

Q Okay. You wouldn' t  deny, would you, Mr. Fulp, t h a t  

No, the  b e t t e r  F lo r i da  ratepayers are going t o  be. 

t h i s  change o f  four  years t o  two years a lso bene f i t s  the  

company, would you? 

MR. CHAPKIS: Objection, assumes f a c t s  not  i n  

evidence, change from four  years t o  two years. 

BY MR. TWOMEY: 

Q Let  me ask you t h i s  way. I s n ' t  i t  t r u e ,  Mr. Fulp, 

t h a t  your company has over the  l a s t  several years l o s t  access 

fee revenue w i t h i n  the  State o f  F lo r ida? 

A Yes, as we l l  as l oca l  revenue. 

Q And do you know i n  your pos i t i on ,  your 

r e s p o n s i b i l i t y ,  what the  percentage o f  access fee loss  has 

been? 

A No. 

Q To your knowledge, i s  i t  a progressive loss  

consistent l o s t  ra te ,  i s  i t  accelerat ing,  what i s  it? 

MR. CHAPKIS: Objection. 

CHAIRMAN JABER: What i s  your ob ject ion? 

MR. CHAPKIS: Objection. The witness has a 

t e s t i f i e d  t h a t  he doesn' t  know and we are progressing 

down t h i s  l i n e .  
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CHAIRMAN JABER: The witness t e s t i f i e d  t h a t  there  has 

3een an access fee loss  i n  revenues and t h a t  there have been 

loss o f  revenues associated w i t h  the l oca l  market. So I w i l l  

al low the question. And, Mr. Chapkis, i n  the  fu tu re  q u i c k l y  

s ta te  your ob jec t ion  and t r y  no t  t o  send any messages t o  your 

d i  tness. 

MR. CHAPKIS: I w i l l  t r y  do i t  more qu ick ly  i n  the  

fu tu re .  

MR. TWOMEY: Thank you, Madam Chair. 

BY MR. TWOMEY: 

Q To be c lea r ,  you sa id  there  was loss  i n  access fee. 

You sa id you d i d n ' t  know t h e  amount, bu t  my question i s  whether 

you know the  amount o r  no t ,  do you know whether the amount i s  

s tab le o r  i f  i t  i s  accelerat ing? 

A And, number one, I d i d n ' t  mean t o  say access fees, 

but  our access minutes o f  use have been decl i n i n g  on the  

i n t r a s t a t e  and i n t e r s t a t e  s ide.  And I bel ieve there may have 

been a data request t h a t  provided access minutes o f  use i s  why 

I c a n ' t  remember exac t ly  what the  decl ines are o f f  the top  o f  

my head. And as f a r  as whether they have increased o r  

s tab i l i zed ,  I c a n ' t  remember t h a t .  But there has been access 

minutes o f  use loss  on both the  i n t e r  and i n t r a s t a t e  s ide, and 

I j u s t ,  I c a n ' t  remember the  magnitudes o f  those and whether i t  

has been a s tab le loss,  b u t  we have experienced loss over the  

1 ast  few years. 
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Q And i t  i s  t rue ,  o f  course, i s n ' t  i t ,  t h a t  there are 

j o l l a r s  associated w i t h  the  l oss  o f  those access minutes? 

A That i s  cor rec t .  

Q And i f  you w i l l  assume w i t h  me f o r  a moment t h a t  the 

ra te  o f  loss  was consistent,  and j u s t  hypothe t ica l l y  i f  i t  was 

10 percent per year, wouldn' t  i t  be more advantageous f o r  

Verizon t o  s h i f t  r e s p o n s i b i l i t y  f o r  t he  $72.6 m i l l i o n  o f  access 

fee reductions you want t o  have s h i f t e d  onto l oca l  ra tes sooner 

ra ther  than l a t e r ?  

A I d o n ' t  know t h a t  you could say t h a t ,  because a t  the 

same time t h a t  you have had access minutes o f  use dec l in ing,  we 

have had loca l  1 ines decl i n ing .  And so, you know, depending 

upon the r a t e  o f  dec l ine between access and l o c a l ,  I d o n ' t  know 

tha t  t h a t  would be cor rec t .  

Q Yes, s i r .  

A And I don ' t  know what i t  would be, you know, i n  the 

fu ture,  as w e l l .  

Q But wouldn' t  i t  be mathematically cor rec t  t h a t  the 

s h i f t  would b e n e f i t  Verizon i f  the  l oss  o f  access minutes and 

d o l l a r s  exceeded the r a t e  o f  l o s s  o f  access l i n e s ?  

A I d o n ' t  know. 

Q I want t o  - -  b r i e f l y  on Page 20, you t a l k  about, a t  

Line 19 you t a l k  about Ver izon's bas ic  l o c a l  res iden t ia l  

t e l  ecommuni cat ions services receive support, correct? And I 

want t o  ask you, t h a t  d e f i n i t i o n  o f  support and subsidy i s  
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lependent upon what revenues you count against  what costs f o r  

:he loop, i s  t h a t  correct? 

A That i s  cor rec t .  

Q Are you an appropriate witness, i f  no t  the most 

ippropr ia te  t o  be subjected t o  my l o c a l  loop chart? Without 

2ven going t o  the char t ,  i f  I were t o  ask you i n  what was 

r e c a l l  the  discussion o f  : xh ib i t  54 t h a t  I drew myself, do you 

that? 

A Yes, I do. 

Q Would you agree w i t h  me tha  

ind icated i n  t h a t  column could be prov 

2xistence o f  the loca l  loop by t h e  LEC 

A That i s  correct ,  because you 

none o f  those services 

ded wi thout  the 

by your LEC? 

have t o  have the l oca l  

loop as a base before you can provide any other  services over 

it. 

Q Okay, s i r .  Now, j u s t  b r i e f l y  i f  you would consider 

tha t  k i n d  o f  an abbreviated LEC hypo the t i ca l l y  had on average 

from h i s  customers $10 o f  revenue from basic  l oca l  service f o r  

res iden t ia l  , and $5 per month from access revenue, and $10 from 

v e r t i c a l  services f o r  a t o t a l  o f  $25 o f  revenue, i f  the 

Commission o r  another body wanted t o ,  could they apport ion the  

costs o f  the  l oca l  loop t o  the  var ious services t h a t  must have 

i t  t o  be provided on a revenue basis i f  they wanted? 

A Yes. And as was s tated before by the BellSouth 

witness, t h a t  would be bad economics, bad p o l i c y ,  and shouldn ' t  
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)e done. But, o f  course, t he  Commission i f  they chose t o  do 

something l i k e  t h a t  could do i t . 

Q Okay. Thank you. I f  you would t u r n  t o  Page 24 o f  

jour t e s t  mony, please. 

MR. CHAPKIS: I ' m  sorry ,  I d i d n ' t  hear the  page. 

MR. TWOMEY: 24, 2 -4 .  

3Y MR. TWOMEY: 

Q Okay. Now, as I understand i t  f o r  purposes o f  your 

testimony and your f i l i n g  you have used the  UNE-P ra tes  ordered 

3y the  Commission, notwithstanding the f a c t  t h a t  your company 

i s  appealing those rates,  i s  t h a t  correct? 

A That i s  cor rec t .  

Q And you are using the  UNE-P ra tes as ordered by the 

:ommission as a surrogate f o r  what the costs o f  p rov id ing  

service i n  each o f  those r a t e  groups i s ,  i s  t h a t  cor rec t?  

A That i s  cor rec t .  

Q And you say a t  L ine 11 o f  Page 24 t h a t  t he  estimated 

amount o f  support i s  t he  d i f fe rence between t h e  current  basic 

ra tes and the UNE composite r a t e  f o r  each r a t e  group. You go 

on t o  say, f o r  example, the  basic res iden t ia l  r a t e  i n  Rate 

Group 5, the  most dense group, inc lud ing  the  $6.50 SLC, i s  

18.60. The composite UNE r a t e  f o r  t h i s  r a t e  group i s  23.90, 

therefore,  the support o r  subsidy - -  I am paraphrasing now - -  

i s  5.30, cor rec t ,  f o r  Rate Group 5? 

A Correct. 
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Q I f  you had e lected t o  use a percentage r a t e  increase 

d o l l a r ,  you probably could have brought 

n t  where rates were equal t o  costs, i s  

as opposed t o  a uniform 

tha t  r a t e  group t o  a PO 

tha t  cor rec t?  

A I d o n ' t  know. 

upon the percentage. I 

happen. 

You know, number one, i t  would depend 

guess i f  i t  was high enough t h a t  could 

Q But, i f  I understand you c o r r e c t l y ,  i s n ' t  i t  your 

testimony, o r  i f  no t  your testimony the theory o f  your 

company's case, t h a t  f o r  Rate Group 5, t he  c lose r  the  r a t e  

approved and charged f o r  Rate Group 5 gets t o  23.90, t he  more 

a t t r a c t i v e  i t  i s  f o r  po ten t i  a1 competitors, co r rec t?  

A Well , i t  i s  no t  j u s t  f o r  Rate Group 5, i t  i s  f o r  a l l  

o f  our ra tes.  The c loser  t h a t  we can get ra tes  t o  cost ,  no t  

j u s t  Rate Group 5. 

Q Okay, s i r .  I f  you would t u r n  the  page t o  Page 25. 

I would j u s t  l i k e  t o  p o i n t  out  t h a t  MR. CHAPKIS: 

page has some con f iden t ia l  data on it, so i f  we could be 

care fu l ,  I would appreciate it. 

MR. TWOMEY: Thank you very much. That shouldn ' t  be 

a problem because I have the  redacted copy. 

CHAIRMAN JABER: Mr. Twomey, l e t  me make sure I have 

the redacted copy, please. Mr. Chapkis, my Page 25 has numbers 

under residence, numbers under business. What p a r t  i s  

con f iden t ia l ,  I c a n ' t  t e l l ?  
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MR. CHAPKIS: The col umn ti tl ed annual i zed u n i t s .  

CHAIRMAN JABER: Okay. Thank you. 

BY MR. TWOMEY: 

Q Okay, s i r .  On Page 25, f o r  the  res iden t ia l  group, 

your t e x t  on the  previous page spoke t o  Rate Group 5, t h a t  i s  

on Line 11, cor rec t?  

A Correct. 

Q 

the 6.50 - - i s  t h a t  pronounced SLC, i s  t h a t  t he  acronym? 

And the  present r a t e  i s  $12.10, which when you add 

A Yes. 

Q When you add the  SLC, your t o t a l  revenue from t h a t  

customer i s 18.60, correct? 

A Correct. 

Q Not counting any o f  the  other  revenues you might no t  

consider. So, t he  UNE-P, the  UNE-P i s  23.90, correct? 

A Correct, on t h i s  page. 

Q Yes, s i r .  Now, when you add your - - what i s  your 

i ncrease, 4.78? 

A 4.73. 

Q I ' m  sor ry ,  4.73. Then you b r i n g  t h a t ,  you b r i n g  your 

Rate Group 5 ra tes ,  i f  your p e t i t i o n  i s  approved, up i n  the  

22 -do l l a r  range o r  thereabouts, r i g h t ,  o r  23, correct? 

A Yes. 

Q And t h a t  necessar i ly  makes t h a t  group o f  customers 

more a t t r a c t i v e  t o  po ten t i a l  competitors than i t  i s  cu r ren t l y ,  
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cor rec t?  

A I d o n ' t  know t h a t  i t  does. It br ings i t  c loser  t o  

cost ,  and i t  recovers i t s  costs more than i t  had. Again, 

look ing a t ,  you know, one s p e c i f i c  r a t e  group and saying t h a t  

i t  i s  c loser  t o  cost  versus another s p e c i f i c  r a t e  group and 

making the analogy t h a t  t h a t  i s  going t o  be b e t t e r  f o r  a 

competitor, I d o n ' t  know. 

going t o  ta rge t  a p a r t i c u l a r  r a t e  group i n  the  fu ture.  O r ,  you 

know, i f  they do t h a t  today by r a t e  group. But, i t  would be 

c loser  t o  covering i t s  costs.  

I d o n ' t  know t h a t  a competitor i s  

Q Yes, s i r .  And I may misunderstand the  theory o f  you 

a l l ' s  cases, bu t  i s n ' t  t h a t  b a s i c a l l y  one o f  the  under ly ing 

p r i n c i p l e s  o f  promoting o r  inducing competit ion, t h a t  i f  you 

b r i n g  rates c loser  t o  cost  t h a t  you w i l l  incent  competitors t o  

come i n t o  the s ta te  and seek t o  compete f o r  your customers? 

Yes, bu t  i t  i s  no t  confined t o  j u s t  Rate Group 5, and A 

I guess t h a t  i s  my p o i n t .  

Q Oh, I ' m  sor ry .  I d i d n ' t  mean t o  suggest t h a t  i t  was. 

But i f  you look a t  Rate Group 1, the  present, the  column t h a t  

has the 16.62, which i s  the  cur ren t  ra te ,  p lus the  SLC, g ives 

you 16.62, correct? Do you see t h a t ?  

A Yes. 

Q Okay. And you add - -  your current  proposal i s  t o  add 

t o  t h a t  4.73, correct? 

A Yes. 
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Q Okay. Which gives you 21-somethingY correct? 

A Correct .  

Q Which i s  a long ways away from the  UNE-P,  cor rec t ,  o f  

35.75, r i g h t ?  

A Yes. 

Q 

a company, a CLEC th ink ing  o f  coming t o  F lo r i da ,  l o g i c a l l y  go 

t o  your Rate Group 5 before they would go t o  your Rate Group l? 

And I j u s t  want you t o  help me understand. Wouldn't 

A I d o n ' t  know. I t h i n k  t h a t  t h a t  maybe could be 

b e t t e r  addressed t o  one o f  t he  CLECs, poss ib ly  Knology, and ask 

t h e i r  opinion. I j u s t  d o n ' t  want t o  speculate on how a CLEC i s  

going t o  s p e c i f i c a l l y  t a rge t  our market. 

Q Okay, s i r .  Let  me ask you t h i s .  I mean, you are 

responsible f o r  your company's operations throughout the  United 

States, cor rec t?  

A No, I ' m  j u s t  a d i r e c t o r  o f  regulatory .  

Q I ' m  sor ry .  But i n  your f i e l d  you cover the United 

States? 

A Yes. 

Q I s n ' t  i t  t r u e  t h a t  s ince - -  i s n ' t  i t  t r u e  t h a t  i n  the 

states t h a t  have allowed l o c a l  serv ice competit ion t h a t  you 

have experienced 1 osses, some 1 osses t o  competitors? 

MR. CHAPKIS: Objection, beyond the  scope o f  t h i s  

witness' testimony. 

CHAIRMAN JABER: M r .  Twomey, I don ' t  know where t h a t  
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i s  i n  the  testimony. 

MR. TWOMEY: Okay, I w i l l  drop i t .  

CHAIRMAN JABER: Thank you. 

MR. TWOMEY: That i s  a l l  I have, Mr. Fulp. Thank 

you. 

CHAIRMAN JABER: S t a f f .  

CROSS EXAM I NATI ON 

BY MS. CHRISTENSEN: 

Q Good afternoon, Mr. Fulp. I would l i k e  t o  fo l low up 

on Mr. Twomey's concept, and I j u s t  wanted t o  make sure I am 

understanding co r rec t l y .  

t e s t i f i e d  cons is ten t ly  w i t h  D r .  Gordon's p o s i t i o n  e a r l i e r  where 

he ind ica ted  t h a t  he does no t  be l ieve  t h a t  t he  l oca l  r a t e  

increases proposed by the ILECs w i l l  r e s u l t  i n  ra tes t h a t  are 

a t  o r  above forward- looking costs, would you agree w i t h  tha t?  

I s  i t  my understanding t h a t  you have 

A Yes. 

Q Okay. Could the increases be a l loca ted  i n  such a way 

t h a t  t he  costs are met a t  l e a s t  i n  some o f  t he  r a t e  groups? 

A 

Q 

A Would you, please. 

Q 

I want t o  make sure I understand your question. 

I can repeat the question i f  you would l i k e .  

Could the increases t h a t  your company i s  proposing be 

a l located i n  such a way t h a t  those costs,  the  cost o f  prov id ing 

basic l oca l  service,  could be met a t  l e a s t  i n  some o f  those 

ra te  groups? 
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A Yes, depending upon how much you were t o  increase 

rates and depending upon your d e f i n i t i o n  o f  cos t ,  t h a t  could 

happen. I guess I j u s t  want t o  p o i n t  ou t ,  again, t h a t  t he  cost 

woxy t h a t  we u t i l i z e d  i s  no t  what we fee l  our t r u e  costs are. 

4nd so i f  you are r e f e r r i n g  t o  the  cost proxy t h a t  I have here, 

the answer t o  your question i s  yes, t h a t  could happen. 

Q Right .  That i s  t h e  cost proxy you chose t o  use i n  

t h i  s proceeding? 

A Yes. 

Q And i n  doing so, i f  you could a l l o c a t e  i t  i n  t h a t  

day, wou ldn ' t  i t  be poss ib le  t h a t  some o f  the  r a t e  groups would 

not experience an increase? I guess t o  say i t  another way, i f  

you were t o  a l l oca te  the costs i n  such a way t h a t  the higher 

r a t e  groups would get more a l l o c a t i o n  o f  the  r a t e  increase, 

Nould t h a t  necessar i ly  cause c e r t a i n  other  r a t e  groups no t  t o  

receive any po r t i on  o f  the  increase? 

A I want t o  make sure t h a t  I'm not  misunderstanding. 

Are you t a l k i n g  revenues o r  costs,  because I t h i n k  you may have 

switched between the two. And I j u s t  want t o  make sure before 

answering t h a t  I understand i f  you are t a l k i n g  revenues o r  i f  

you are t a l  k ing  costs, o r  maybe you are t a l  k i ng  both. 

Q I t h i n k  we are t a l k i n g  about a l l o c a t i o n  o f  the  

revenue. 

A Okay, so not cost .  Not cost .  You are t a l k i n g  

revenue. 
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Q Yes. A1 ocat ion o f  the revenue t o  meet cost ,  and i f  

you d i d  i t  i n  such a way t h a t  you were t r y i n g  t o  a t  l e a s t  meet 

cost  i n  the  higher end r a t e  groups would t h a t  necessar i ly  mean 

t h a t  some o f  the  higher cost  r a t e  groups would no t  receive any 

o f  t h a t  a l l oca t i on?  

A I f  you chose t o  increase some r a t e  groups and apply 

no increases t o  other  r a t e  groups, i s  t h a t  what you are saying? 

Not qu i te .  I t h i n k  what we are ta lk ing about here i s  

i f  you - - l e t ' s  assume t h a t  you a1 located your revenues i n  such 

a way t h a t  you would t r y  and make a t  l e a s t  t h e  higher end r a t e  

groups meet t h e i r  basic costs t o  make those more competit ive. 

L e t ' s  assume t h a t .  I f  you were t o  take t h a t  approach, would 

there be r a t e  groups o r  groups o f  customers t h a t  would have - - 

would not  receive any o f  t h a t  rebalancing, would t h a t  be a 

possi b i  1 i ty? 

Q 

CHAIRMAN JABER: Do you understand the  question, Mr. 

Ful p? 

THE WITNESS: Yes. And I apologize f o r  having t o  

q u a l i f y ,  bu t  I am going t o  have t o  do i t  again. Are you 

r e f e r r i n g  t o  the  revenues t h a t  we have proposed i n  t h i s  

proceeding, the  dol 1 ars  there? 

BY MS. CHRISTENSEN: 

Q Yes. 

A So i f  I a l l o c a t e  a ce r ta in  amount o f  those d o l l a r s  

here, I d o n ' t  have them t o  a l l oca te  here, so i t  i s  a f i n i t e  set  
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I f  revenues t h a t  - -  

Q Correct .  That would be the  assumpt on i s  you are 

deal ing w i t h  the  r a t e  proposal you have proposed i n  here, and 

j u s t  basing t h a t  on a d i f f e r e n t  a l l o c a t i o n  o f  t h a t  f i n i t e  sum. 

I n  t h a t  scenario would you agree t h a t  you may end up w i t h  

ce r ta in  customers t h a t  don ' t  get  any o f  t h a t  a l located t o  them 

i f  you were t o  choose t o  t r y  and b r i n g  up as many o f  t he  r a t e  

groups t o  cost  as possible,  i f  t h a t  was your goal? 

A Then I d o n ' t  be l ieve,  given the  f i n i t e  revenues t h a t  

we are speaking o f  i n  our proposal, t h a t  you would be able t o  

do t h a t .  I f  you j u s t  took the  - -  i f  you j u s t  took c e r t a i n  r a t e  

groups t o  t h e i r  cost  and you stopped, t h a t  i s  no t  going t o  - - I 
don ' t  be l ieve  t h a t  i s  going t o  g ive you the  revenues t h a t  you 

lave would need f o r  t he  revenue neutra l  c r i t e r i a  t h a t  we would 

here, you know, based upon the  Act.  

Q Let me move t o  a d i f f e r e n t  subject  area. 

CHAIRMAN JABER: May I ask, I th ink ,  a s i m i l a r  

question a l i t t l e  b i t  d i f f e r e n t l y .  The whole no t ion  o f  t h e  

theory t h a t  you propose, and I t h i n k  you be l ieve  i s  i n  the  

F lo r ida  l a w ,  i s  t h a t  subsidies should be removed from the  loca  

market. And i n  doing t h a t  you want t o  get  p r ices  as c lose t o  

cost as possible.  I f  you could p i ck  r a t e  groups where i t  would 

make sense t o  t r y  t o  get those r a t e  groups, i f  no t  a t  cost  very 

close t o  cost ,  would there be other r a t e  groups t h a t  would 

warrant no increase a t  a1 l? 
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THE WITNESS: I d o n ' t  be ieve so. 

CHAIRMAN JABER: And why not? 

THE WITNESS: Because o f  the  do l l a rs .  I f  we are 

;alking $70 m i l l i o n  and you are t a l k i n g  say f i v e  r a t e  groups, 

md, again, s t i c k i n g  t o  the  proposal t h a t  we have before us, 

md what we have u t i l i z e d  as a proxy f o r  cost, i f  you j u s t  

increased rates t o  b r i n g  some o f  those t o  the cost ,  you would 

s t i l l  have, I t h i n k  you would s t i l l  have a d o l l a r  amount t h a t  

n~ould need t o  be co l l ec ted  from other  ra tes .  

CHAIRMAN JABER: And t h a t  i s  because the  dens i t ies  

w e  d i f f e r e n t  i n  the  r a t e  groups, t he  usage w i l l  be d i f f e r e n t  

i n  the  r a t e  groups? 

THE WITNESS: We1 1 ,  i t ' s  because the  - - t h a t  would be 

p a r t  o f  i t . 

many headroom you have t o  get  t o  cost .  I f  you j u s t  pu t  i t  on 

se lect  r a t e  groups, I d o n ' t  know t h a t  you would c o l l e c t  t he  

d o l l a r s  t h a t  you would need f o r  revenue n e u t r a l i t y .  And I have 

not done t h a t  analysis.  But, again, t r y i n g  t o  understand, you 

know, what she i s  wanting t o  look a t  I t h i n k  the  answer i s  no 

as I understand it. With the  cons t ra in ts  t h a t  I have pu t  i n .  

Because, again, f i n i t e  se t  o f  d o l l a r s  t h a t  you are going t o  

a1 loca te  f o r  revenue neutra l  i t y  under our proposal . The cost 

proxy t h a t  we have under our proposal, and i f  I match t h a t  up 

and say I am going t o  p u t  increases on ce r ta in  r a t e s ,  I d o n ' t  

know t h a t  I would not be able t o  increase other r a t e  groups. 

It i s  j u s t  t he  f i n i t e  amount o f  d o l l a r s  and how 
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BY MS. CHRISTENSEN: 

Q Let me see i f  I can t r y  a f o l  ow up question t o  t h a t  

and see i f  I am understanding t h e  imp l i ca t i on  o f  t h a t  answer 

co r rec t l y .  

money t h a t  your proposal i s  t a l  k i n g  about, i f  you were t o  b r i n g  

the higher end r a t e  groups up t o  cost, t h a t  under t h a t  k ind  o f  

I s  what you are saying i s  using the  f i n i t e  pool o f  

proposal where you would b r i n g  the  higher end r a t e  groups up 

cost, those people may receive l e s s  o f  an increase than what 

cu r ren t l y  proposed by Verizon? 

A The other r a t e  groups t h a t  you 

t h a t  may not  get an increase? 

Q No, the higher end r a t e  groups 

have - -  sake o f  t h i s  argument t h a t  they 

under - -  i f  you were j u s t  t o  a1 

cover your cost ,  i s  i t  poss ib le  

would receive a lesser  increase 

way? 

had mentioned be for  

L e t ' s  assume f o r  

s i t  impossible 

t o  

i s  

ocate t h i s  so t h a t  you would 

t h a t  the  higher end r a t e  groups 

i f  you were t o  a l l oca te  i t  t h a t  

A Yes. Depending upon where they are i n  r e l a t i o n  t o  

the cost,  yes. 

Q A l l  r i g h t .  Let  me move on t o  a d i f f e r e n t  set  o f  

questions. There was a l o t  o f  discussion about the  P I C C  charge 

e a r l i e r ,  and I j u s t  wanted t o  c l a r i f y  one po in t .  I s  i t  correct  

t h a t  i n  order t o  achieve revenue n e u t r a l i t y  res iden t ia l  basic 

rates would have t o  increase by 86 cents per month i f  the P I C C  

charge was removed from the ca l cu la t i on  o f  the i n t e r s t a t e  
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iccess charges? 

A 

tes t  i mony . 
Yes, and t h a t  i s  what I have s ta ted  i n  my rebut ta l  

Q Okay. I n  your deposi t ion you were given some 

iypo the t ica l  s i t ua t i ons  and asked about access charges t h a t  

rleri zon woul d receive under var ious scenarios concerni ng 

d i re less c a l l s .  And dur ing t h a t  deposi t ion you were also asked 

to f i l e  a l a t e - f i l e d  e x h i b i t  concerning those scenarios, and I 

Manted t o  ask you have a few questions regarding tha t .  

A Okay. 

Q Does Verizon receive access revenues from wireless 

car r ie rs?  

A I n  general, I d o n ' t  be l ieve  so. I f  the  wireless 

c a r r i e r  u t i l i z e s  an interchange c a r r i e r  f o r  a t o l l  c a l l ,  we 

dould receive t h a t  revenue. I ' m  no t  aware o f  where wireless 

c a r r i e r s  are paying d i r e c t  access t o  the  company. 

Q Okay. Under what scenarios would Verizon receive 

access revenues t o  e i t h e r  o r i g i n a t e  o r  terminate a c a l l  which 

i nvol ves a w i  re1 ess customer? 

A I f  a wireless customer - - and t h i s  i s  f o r  Verizon - - 
was t o  make an interLATA c a l l  and/or an i n t e r s t a t e  c a l l ,  and 

they have an I X C  - -  l e t ' s  say t h a t  they are using an I X C ,  then 

there would be access charges t h a t  the  ILEC would receive f o r  

t h a t  c a l l .  So t o  the extent t h a t  a wi re less c a l l  i s  interLATA 

and/or i n t e r s t a t e ,  and however t h a t  i s  being routed by a 
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: a r r i e r ,  there would be access charges f o r  t h a t  c a l l  pa id t o  

' e r i  zon . 
Q Okay. Referr ing t o  Conf ident ia l  E x h i b i t  ODF-1 ,  I 

t o n ' t  t h i n k  we are going t o  e l i c i t  any con f iden t ia l  responses, 

)u t  s p e c i f i c a l l y  r e f e r r i n g  t o  Page 4 o f  t h a t .  And i f  I do 

m i n t e n t i o n a l l y  e l i c i t  a con f i den t ia l  response, j u s t  l e t  me 

mow. 

A Page 4? 

Q Correct. 

A Okay. 

Q Am I correct  t h a t  a l l  o f  the  access revenues shown on 

)age 4 o f  t h a t  e x h i b i t  are from the IXCs and t h a t  none are from 

M i  re1 ess providers? 

A 

Q Okay. I n  s i t u a t i o n s  where an I X C  has a wi re less 

That i s  my understanding, yes. 

a f f i l i a t e ,  are the  IXCs and i t s  wi re less a f f i l i a t e  b i l l e d  f o r  

access charges on a s ing le  b i l l  o r  i s  each e n t i t y  b i l l e d  

separately? 

A I d o n ' t  know. 

MS. CHRISTENSEN: S t a f f  has no f u r t h e r  questions. 

CHAIRMAN JABER: Commissioner Bradley, I know you 

sa id  you had a question, o r  no t  anymore? 

COMMISSIONER BRADLEY: Yes. My question i s  one t h a t  

deals w i t h  apportionment o f  the  r a t e  increase r e l a t i v e  t o  

business customers and res ident i  a1 customers. Let me ask t h i s ,  
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l e t  me see i f  I can get my informat ion by asking my question 

:his way. I n  combining the two categories, i n t r a s t a t e  as wel l  

1s i n t e r s t a t e  long distance c a l l s ,  and you may o r  may not  be 

i b l e  t o  answer t h i s ,  and i f  you c a n ' t ,  j u s t  l e t  me know. What 

iercentage o f  your long distance c a l l s  are made by res iden t ia l  

xstomers and what percentage o f  your long distance c a l l s  are 

nade by res iden t ia l  customers, would you happen t o  know? 

THE WITNESS: I d o n ' t  know. 

COMMISSIONER BRADLEY: I Okay. 

CHAIRMAN JABER: Commissioner Bradley, Verizon Long 

l is tance,  i f  you want t o  pose t h a t  same question t o  them, I 

think i s  coming up l a t e r .  Right,  Mr. Chapkis, d i d  I see 

Jerizon Long Distance on the  l i s t ?  

MR. CHAPKIS: That i s  cor rec t .  Witness John Broten 

d i  11 be represent ing Veri zon Long Distance. 

CHAIRMAN JABER: Okay. Commissioner Davidson and 

then Commissioner Deason. Commissioner Davidson. 

COMMISSIONER DAVIDSON: Thank you, Chairman. I j u s t  

have one question, i f  you know, s i r .  I f  you know, what impact 

voul d Veri zon ' s 1 oca1 r a t e  increase coup1 ed w i t h  Veri zon ' s 

access reductions have on the  average Verizon res iden t ia l  

customer's monthly b i l l ?  

THE WITNESS: I t h i n k  t h a t  answer would best be 

answered by D r .  Danner, he has the in format ion on t h a t .  I 

d o n ' t  want t o  g ive  you the wrong numbers, bu t  D r .  Danner has 
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t h a t  in format ion and can g ive you t h a t .  

COMMISSIONER DAVIDSON: Fine, thank you. Thank you, 

Chairman. 

CHAIRMAN JABER: Commissioner Deason. 

COMMISSIONER DEASON: Yes. I ' m  look ing a t  Page 25 o f  

your testimony, and I ' m  

using the  cost proxy wh 

conservative, bu t  using 

a number o f  r a t e  groups 

t h a t  cost ,  i s  t h a t  corr l  

THE WITNESS: 

look ing a t  t he  business section. And 

ch I understand t h a t  you consider t o  be 

t h a t  cost  proxy o f  the  UNE-P there  are 

i n  the  business category which exceed 

c t ?  

That i s  cor rec t .  

COMMISSIONER DEASON: But i t  i s  your proposal t o  

increase a l l  r a t e  groups t o  an amount o f  $32 per month, i s  t h a t  

correct? 

THE WITNESS: That i s  cor rec t .  

COMMISSIONER DEASON: So f o r  some r a t e  groups you are 

not  removing support, you are j u s t  changing the  ra te ,  i s  t h a t  

correct? 

THE WITNESS: That i s  cor rec t .  

COMMISSIONER DEASON: And t h a t  i s  consistent w i t h  

Chapter 364 w i t h  the  prov is ions under which you are f i l i n g  

these p e t i t i o n s ,  i s  t h a t  correct? 

THE WITNESS: 

CHAIRMAN JABER: 

I bel ieve so, yes. 

Mr. Fulp, t he  only  question I had i s  

I f  the same one I asked M r .  R u s c i l l i  yesterday from BellSouth. 
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you look a t  - - and, S p r i n t ,  I w i l l  be asking you the same, so 

i f  you could prepare f o r  t h a t ,  t h a t  would be g rea t .  

look a t  Page 16 o f  your test imony, the  nonrecurring, t he  

nonrecurring charge on the  r e s i d e n t i a l  goes up, i f  I am reading 

t h i s  c o r r e c t l y ,  $5, 20 t o  25 under your proposal? 

I f  you 

THE WITNESS: That i s  co r rec t .  

CHAIRMAN JABER: And the  nonrecurring charge f o r  

business goes up a dime under your proposal, i s  t h a t  cor rec t?  

THE WITNESS: That i s  cor rec t .  

CHAIRMAN JABER: My question i s  have you considered 

how much more the  nonrecurr ing charge could increase and how 

much more the  res iden t ia l  charges could decrease? 

THE WITNESS: Yes, we considered t h a t  recent ly  a f t e r  

yesterdays discussion. And, number one, when we looked a t  our 

nonrecurring rates and worked w i t h  our product management 

fo l ks ,  you know, there i s  a concern o f  r a i s i n g  your 

nonrecurring charges too  high, espec ia l l y  on the business s ide 

given competit ion, and on the  res iden t ia l  side, j u s t  so people 

can a f f o r d  service.  So t h a t  i s  one cons t ra in t  t h a t  you have on 

what you can do w i t h  the nonrecurr ing charges. To get i t  where 

I t h i n k  you are going - - 
CHAIRMAN JABER: Let  me - -  
THE WITNESS: I ' m  sorry ,  go ahead. 

CHAIRMAN JABER: I'm going t o  l e t  you f i n i s h ,  b u t  l e t  

me understand t h a t  cons t ra in t .  Is i t  a concern t h a t  you may 
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lose new entrants ,  new customers i f  the  connection charges are 

set too  high? 

THE WITNESS: That i s  one concern, yes. 

CHAIRMAN JABER: A t  some p o i n t  t h a t  p r i c i n g  l e v e l ,  

s i m i l a r  t o  the concern on the  r e s i d e n t i a l  s ide,  s t i l l  remains 

af fordable.  You are i n  the  best  p o s i t i o n  t o  know what t h a t  

p r ice  l eve l  i s .  My request i s  you consider what t h a t  p r i c e  

leve l  i s .  But recognizing I do want you t o  f i n i s h  your 

response, on the business s ide the  reason I c a n ' t  j u s t  y e t  

understand your concern i s  because a l l  the  witnesses t h a t  have 

t e s t i f i e d  thus f a r  have sa id  there  i s  much competit ion on the  

business side. Entrants are more i n c l i n e d  t o  go i n t o  the 

business market where pr ices  are s t a r t i n g  t o  look l i k e  costs. 

h le l l ,  i f  there i s  competit ion on the  business side, then 

perhaps one o f  the  th ings  they shop i s  t h a t  connection charge. 

Saying a l l  o f  t h a t ,  address my question, which i s  what i s  t h a t  

p r i c e  l e v e l ,  w i l l  you consider i t  f u r t h e r  and go ahead and t e l l  

me a l l  o f  your concerns? 

THE WITNESS: Number one, we w i l l  consider i t  

fu r the r .  The second cons t ra in t  t h a t  you have when you look a t  

the nonrecurring cost i s  j u s t  t he  Actual demand and the  u n i t s  

t h a t  you have. And so i f  you are t r y i n g  t o  u t i l i z e  your 

nonrecurring cost as an o f f s e t ,  l e t ' s  say f o r  res iden t ia l  

ra tes,  and I t h i n k  t h a t  i s  what you are looking a t ,  there i s  

on ly  so much money t h a t  you get from the nonrecurring charges 
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u n i t s .  And so j u s t  t o  g ive you an 

ooked a t  the  increase t h a t  we have 

proposed f o r  the res iden t ia l  network connection charge, the  $5 

increase, which i s  a 25 percent increase t o  the  ra te .  And i f  

you look  a t  the  revenue t h a t  you receive from t h a t ,  and you 

then say, okay, I am going t o  double t h a t  increase. How much 

does t h a t  take o f f  o f  my res iden t ia l  ra te?  It was l i k e  10 

cents. So the  other problem t h a t  you are running i n t o ,  and, 

again, we w i l l  go back and look a t  what you are saying, bu t  I 

j u s t  want you t o  understand, you know, when you look a t  the  

amount o f  revenue and the  amount o f  demand f o r  a nonrecurring 

charge as compared t o  your monthly recu r r i ng  charge and the 

amount o f  demand you have there,  i t  takes a l o t  o f  d o l l a r s  t o  

change on the  Actual monthly recur r ing  

i s  j u s t  the  other cons t ra in t  t h a t  you have 

make any meaningfu 

ra te .  And so t h a t  

i n  look ing  a t  t h a t  

CHAIRMAN JABER: When you connect a new business 

customer, o r  even a res iden t ia l  customer, i n  the  new 

compet i t ive environment you propose under these p e t i t i o n s ,  i f  

we grant the  p e t i t i o n s ,  I t h i n k  there has been consensus t h a t  

there are oppor tun i t ies f o r  bundling packages. 

t h a t  wh i le  the  revenue stream may not  be able t o  be s a t i s f i e d  

by increasing the nonrecurring charges a l i t t l e  b i t  more, there 

i s  more o f  a po ten t ia l  t o  bundle packages which should help i n  

terms o f  increasing demand, increasing your customer base. You 

It seems t o  me 
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wow, I mean, i t  i s  an o v e r a l l  p i c t u r e  I t h i n k  i s  what several 

ditnesses have said.  And t o  look  a t  one cons t ra in t  i n  a vacuum 

nay no t  be completely accurate. That i s  a statement I want you 

t o  agree w i th .  

THE WITNESS: I was wondering i f  t h a t  was question. 

I apologize. 

CHAIRMAN JABER: I t ' s  not  a question. I ' m  t r y i n g  t o  

understand why there might not  be a greater w i  11 ingness t o  he1 p 

m i t i ga te  the  concerns the  consumers have w i t h  regard t o  the  

r a t e  shock aspect, a f fo rdab i l  i t y ,  and maybe t h a t  concern. What 

I am exp lo r ing  w i t h  you i s  maybe one way t o  address t h a t  

concern i s  t o  recognize t h a t  i f  we a l l  get  what we want and we 

have a greater telecommunications market, then maybe i t  i s  

appropr iate t o  have higher nonrecurring charges, because 

f r a n k l y  i f  a customer doesn' t  l i k e  the connection charge f o r  a 

company they are t a l k i n g  t o ,  then they can go on t o  the next 

customer. As i n  they can go on t o  another company. But, you 

know, a more gradual approach i s  what I ' m  asking you t o  

consider. 

THE WITNESS: And we w i l l  consider t h a t .  

CHAIRMAN JABER: Okay. Commissioner Bradley, you had 

another question? 

COMMISSIONER BRADLEY: Right.  I n  2004, the proposal 

i s  t o  e iminate the in format ion surcharge. 

in format ion surcharge? 

What exact ly  i s  the 
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THE WITNESS: The informat ion surcharge i s  a - -  I 

luess I w i l l  say t h a t  i t  i s  a carry-over  from q u i t e  a few years 

]go. And i f  you w i l l  a l low me, l e t  me go t o  where I address 

:his i n  my testimony. And on Page 15 o f  my d i r e c t  testimony, 

:here i s  a desc r ip t i on  o f  where the in format ion surcharge came. 

[t was establ ished by the  FCC i n  conjunction w i t h  i n t e r s t a t e  

charge t o  

w i t h  

i k e  I 

know, we 

you know, 

jo t h a t  on the  i n t r a s t a t e  s ide. I f  you, you know, were t o  go 

in and look a t  what I said  here, i t  was supposedly n o n t r a f f i c  

sensi t ive costs being picked up i n  a t r a f f i c  sens i t i ve  

nethodology, and we e l iminated i t  i n  1999 i n  the  i n t e r s t a t e  

j u r i s d i c t i o n ,  and so now i s  the opportuni ty t h a t  we can 

21iminate i t  on the  i n t r a s t a t e  s ide. 

COMMISSIONER BRADLEY: And j u s t  t o  fo l l ow ,  what i s  

the f i s c a l  impact o f  t he  e l im ina t ion  o f  t h a t  p a r t i c u l a r  

surcharge? And t h a t  i s  a p a r t  o f  your access ra tes ,  r i g h t ?  

THE WITNESS: That i s  correct .  Per my E x h i b i t  ODF-1, 
Page 4 o f  7, I have the  - - because t h i s  i s  grayed out ,  I 

bel ieve i t  i s  c o n f i d e n t i a l .  You can see the  d o l l a r  amount f o r  

the informat ion surcharge. 

COMMISSIONER BRADLEY: Okay. 
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THE WITNESS: 

COMMISSIONER BRADLEY: Yes. And a lso i n  2005 t h e  

Do you see t h a t  f i g u r e  there? 

in tent  i s  t o  e l im ina te  the  interconnect ion charge and t o  

! l iminate the  o r i g i n a t i n g  c a r r i e r  common l i n e  charge. 

ilso con f iden t ia l  informat ion? 

I s  t h a t  

THE WITNESS: Yes, the d o l l a r s  are. But they are on 

:his same e x h i b i t ,  t h a t  page t h a t  shows you the  d o l l a r  amounts. 

So then my assumption i s  t h a t  COMMISSIONER BRADLEY: 

;hese three have been el iminated i n  order t o  move you c loser  t o  

i a r i  ty? 

THE WITNESS: Yes. Yes. 

COMMISSIONER BRADLEY: Okay. 

CHAIRMAN JABER: Mr. Chapki s, red i  r e c t .  

MR. CHAPKIS: Yes, I j u s t  have a couple o f  quick 

questions. 

REDIRECT EXAMINATION 

3Y MR. CHAPKIS: 

Q I wanted t o  c l a r i f y  something t h a t  involved something 

that  M r .  Hatch went t o  w i t h  i nc lus ion  o f  the  P I C C .  And my 

question i s  t h i s ,  d i d  you in tend t o  say t h a t  any i n t e r s t a t e  

costs o r  revenues would be s h i f t e d  t o  the  i n t r a s t a t e  

j u r i s d i c t i o n  by the  i nc lus ion  o f  the P I C C  i n  our ca lcu la t ion? 

A No, I d i d  no t .  Again, I thought I had stated t h a t  

there was no s h i f t i n g .  

s ta te  sa id was dr iven  pure ly  by what we have on the i n t e r s t a t e  

What we had t o  do on the  i n t r a s t a t e  
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ide  t o  reach p a r i t y  i n  our ra tes .  

Q And I have one more quick question which i s  j u s t  a 

'ollowup t o  something s t a f f  asked recent ly .  

sked i f  you increase higher end r a t e  groups t o  o r  above cost ,  

.hose increases would be l ess  than the  proposed increases. And 

I t h i n k  t h a t  s t a f f  

wanted t o  get your response t o  t h a t  question. Did you mean 

,o say yes? 

A I d o n ' t  remember t h a t  I said  yes. 

CHAIRMAN JABER: You sa id  yes. Ask i t  again, Mr. 

:hapki s. 

1Y MR. CHAPKIS: 

Q I j u s t  want - -  s t a f f  asked you i f  you increase higher 

!nd r a t e  groups t o  o r  above cost ,  those increases would be l ess  

;han our proposed increases, i s  t h a t  cor rec t?  

A That may not  be co r rec t ,  I d o n ' t  know. 

MR. CHAPKIS: No f u r t h e r  questions. 

CHAIRMAN JABER: Okay. Mr. Fulp, thank you f o r  your 

;estimony. And, Mr. Chapkis, we have Exh ib i t s  59 and 60. 

MR. CHAPKIS: Yes, please move those exh ib i t s  i n .  

CHAIRMAN JABER: Without ob ject ion,  Exh ib i ts  59 and 

50 a re  admitted i n t o  the  record. 

(Exh ib i t  59 and 60 admitted i n t o  the record. ) 

MR. CHAPKIS: Chairman Jaber, may t h i s  witness be 

excused, pl ease? 

CHAIRMAN JABER: Absolutely.  
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(Transcr ip t  continues i n  sequence w i t h  Volume 8 . )  
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