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Armstrong Telephone Company - North

Recurring

Switched Access Charges

Current Intrastate Access Rate
Armstrong Teleph C y - North Suppl ts No. 2,5, and 9 -
Telephone - PA PUC Tanft No. 11
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Armstrong Telephone Company - North

Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Telephone - PA PUC Tanff No, 11

Armstrong Telephone Company - North Supplements No. 2, 5. nd 9-

NECA Turiff FCC No. 5

Current Interstate & Proposed Intrastate Access Rate*

Change
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Armstrong Telephone Company - PA

Recurring

Switched Access Charges

Current Intrastate Access Rate
Acmsteang Teleghane Campany - PA Supplements No. 2,5, and 9-

Current Interstate & Proposed intrastate Access Rate*

NECA Tanff FCCNo. §
Telephone - PA PUC Tariff No. 11 Change
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Armstrong Telephone Company - PA
Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Telephone - PA PUC Tanff No. 11

Armstrong Telephone Company - PA Supplements No. 2,5,0nd 9 -

NECA Tariff FCC No. 5

Current interstate & Proposed Intrastate Access Rate*

Change
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Citizens Telephane Company of Kecksburg - PA
Recurring Switched Access Charges

Current Intrastate Access Rate

Citizens Telephone Company of Kecksburg Supplements No. 2 & 6 - PA
PUC Tariff No. 11

Current Interstate & Proposed Intrastate Access Rate*
ICORE Taritf FCC No. 2

Change
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Citizens Telephone Company of Kecksburg - PA

Non-Recurring Switched Access Charges

Current Intrastate Access Rate
Citizens Telephone Company of Kecksburg Supplements No. 2 & 6 - PA
PUC Tariff No. 11

Current Interstate & Proposed Intrastate Access Rate*

ICORE Tariff FCC No. 2

Change
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Local Transport {Section 17.2.2 page 47|

I sallation Nureseurr eg Craige

Local Transport [Sectian 17.5.2 page 117)

Vet Lncanee facilty)

Ve Grace

Tawu Noe L1610
Four ‘Warn 316100
051 13100
853 $9346 ¢0

|Larer > NNY Tgnclybipe Horre st PR atgR

NerrerLeeg Sraspe

inerallation Npresgurr ~g fhsizae
Samne
hane
FJame R
Same i3
tame 537800
Sare B

srtan e AVR Tegrefat gn Non acrrnmg Crarge

(Par LATA or Market Area) SiInco

FOC 3 FGD Saryersen of 1A requoncy Aardracs Serglagtg
8875 5 tanng 3 857 Coeqnp (3 ot v vuang g Anocesy

SEr g Nipragiyremg Chyrga

Mo »revyer g Chaean

Same 54700

[GC 3rg FGD Conversnr of Mt frequacey Averary Sipngleg 1o 857,

4 peran e ae 55T Sangtieg to Mt eegLenty Acaress © pnalicg Moarecurr rg {Farge

Narrecuer g Cha-ge

(Par 28 Trueks Covented or Fracl.on srareu’) S22t

Tiur_act vation Noreerureng Chaige

Lane 536k 00

TiL s Actival on Nerwgrrmg Chage

(Per 24 Tiurke Activatec of fraction thamo! - see & 11 3] 53000

Local Tearepart - Inits' iton

Hurraryrring Tharge

R

Haveerrrg Clhaspe

Same 335200

Local T-3nsacrt - bestytial e

[Per Letrande Fadilly) 50000
Fiex AN Mirredurniog Chaipe

\Per Erz O'fca, Aer CIT) Nire

Norracyrr ~gClarpe

$4100

Menrecyerieye Clarpe

N#A

Nosrecyrnrp Chyege

Same N/A
Fex ANI Nanecyneg Crigs
Sare Mone

Nore

Neres * Asof juy 1, 2009

[N B




Commonwealth Telephone Company - PA
Recurring Switched Access Charges

Current Intrastate Access Rate

v - PA PUC Tariff No. 26

NECA Tariff FCC No. 5

Current Interstate & Proposed Intrastate Access Rate*

Change
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Commonwealth Tetephone Company - PA
Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Ith Teleph C

L3 P

y - PA PUC Tariff No. 26

NECA Tariff FCC No. §

Current Interstate & Proposed Intrastate Access Rate*
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Consolidated Communications of PA Company
Recurring Switched Access Charges

Current Intrastate Access Rate

Nurth Pittsburgh Telvphcne Campany (d/by s Consalidated Communcatians ' PA)
Supptementa No. B and 10« PA PUC Tuntf No, 12

Current Interstate & Proposed Intrastate Access Rate*

NECA TriH FCC No. S
Change
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Consolidated Communications of PA Company

Nan-Recurring Switched Access Charges

Current Intrastate Access Rate

Narth Pittsburgh Telephone Company |4/b/a Consoligated Communicatiens af PA)
Suppiements Na, & and 10 - PA PUC Tanff No. 12

Current Interstate & Proposed Intrastate Access Rate*

NECA Tanff FCC No. §

Change

[

1B}

(C} = {B) - (A)

tucal Transport {Section 17 2.2 page 47

Jinalfation

ier T

e F2ihity]
vuiee Grace
Twi “thre
Four Ay
el
23

anr NXX Tronsdstns
ter LATA Lt Viark(t Arra)

RO e SO Corsygrionr ot A2 i oy Adurpss Siprckey Io

L2 g on T87 Tiprabee 1 futfiecuensy Agares, Spr i g

Morrepere eq Clarge

Local Transport {Section 17.2 1 page §C)

Inytatlst on

Sereecnrprg Charke

REiald
S4me
[
Swre
Sare

Tame

rrern NX# Trincdaten

$31.00

Nuprogurerg Chengy

Same

FSC ure 550 Carvertan of Ml freq ercy Acdrmig Sigrabrd 1o 857

Sipralyg ar $57 Sgraslirg 1o Vitf

oy fndtings Tigoalieg

Honreuming CFarge

Nrrrocuonng Chorgie

12000
45600

Nerrog g Chyge

428900
100
5139 X

Mereeourrry Chorge

$220¢0

Merrecarrivg thargs

$13%au

Thweemrorg (horge

1P 28 Trueks Caveriadt oo Fractinn (noreat)

Tenrh dctiv iep

{Per 22 Trunks A

twdle oF Frachien therecl}

Hox AN
#'er Cod GHige, Per Ty

£250 00

Honroguenreg Charae

Saime

zork At eatian

525920

Noereswinng Crarge

ore

[Same

kine ANI
Sore

Sé2 00

Notrequrnirg hrge

418200

Hoprorneeng v harge

pEERg o]

Maararnrnng Chrpe

Uoarreyir rg KR rge

MNere

None

Motes * Aol luiy 1, 200%




Frontier Communications of Breezewood
Recurring Switched Access Charges

Frontier C.

Current intrastate Access Rate

ications of Pennsylvania - Tariff PA PUC 15

Current interstate & Proposed Intrastate Access Rate*

Frontier Telephone Companies - Tariff FCC No. 2

Change

(A)

(B)

1€} = (8] - {A)

Carrier Charge {Section 3.5.1 page 4)

Far dece sy hire, cer monrh

50 L0

Carrler Common Line (Section 16.1 page 1)

[INOt AGvasd)

S0L0

Na Chinge

JEnd Office [Section 6.8.3 page 122)
Local Swaeiehorg

LITGA R 8)

La2{FOC & D)

Camimon Trurk Port
{Per *Atnute)
D56, per menth
CS1, per monih

2eorture A3t for

Pue
3000812

>10.00
178 68

End Office {Section 16.4.7 page 7}
Loeai Switihing

LS 1€GA & B}

Ly (FGC A D)

Common Trunk Pert
P Minute}
058, cor menth
D51, per mantn

Frerhum #ate Par

Acrea Monte

rerium Ryt Pec

5 00251

Rate
$ 000200

Rare
N Charge

31432

Local Transport (Section 6.8.1 pages 114 - 119}

JTviem Switched fpages 117 - 118
Transmussicn (Per Zile)
Transmasion {Fodd)

Tandem Switining

Erttance Facliles {Secienn 3 1 page 113
‘e Graae

[

ns3

Girecy-Trurk2d Teamsport {7 ahty) [page 115
(Por Mie)

Ve Gonte

DSt

Ds3

Direct-Trupked Tormination {page 114
Vinee Grade

D51

083

Multiplenng (prage * 1)
M 1te DS
£52 ba Vouce

Sharad fAuM.plexirg {5 1ge 115}
iFer Minute)

Rezniual eterr onnre

«an Charge {cage 119
Lipplementd] LEC Transpon tharge

N-twerk ek ing Chasye rage 120}

Treirium Rate Per

Access Monute
¢G040
§ Ua4a7
$ 600365

Rate Per Mooth

Locat Transport (Section 16.4 pages 4 - B}

Tacdem Switched Trarspart {page 6]
Same
e
Sume

Entranee Faglines {rige 4)

$a1.52
3259.00
51,112.00

Al

Same
Same
Saine

Duect-Trunked Transport {Facility] (Fage 5

Same
Swre
Sare
Sume

Deenrt-Trstked Terannation {page §

Pte Fer Minute
R H R

fama
Same
Some

rullipleong IpIge S

Same
Same
Shared Muitiphe ving {eyge 5§

|Pee Minute)

Residual interconnritina Charge [pags £
{Not Allowed)

MNetwork Bforkirg Chaege (page T4

Rate Ter degass

Risty Per Accpss

Lheute
pRuX¢ 0]
SA0231E
S.000z00

e

SH0 76

315000
$1,102 00

Fate

00000

fremae.m i te Par

Mirnte

ate

Nis Change

Rate

Paty
Ma Change
No Change

Praminm Sate Per

e

5 GOANIG

Mynute
Mc Change

Aate

Voshitat Maature ger queiry

500342

e

<QLuNeg

{Per Call) 531000 Tame 5 G0 % OC0CCo
Crndiraten Tiedem Trapd Farts fpage 119 Rate Dedicaten Tandem Tiuk Ports fprge 7] Hiate
13S0, gec manth b CR D40, per msnth %342
CS1. per menth P ES1. per manth w2l
s ACCeLs Sorvr e Queries Betion 0 8 gagr 112) Rile 260 20 Base Acgegs Srnvice Gunces [pagr 3) (A B ats
« LoT oLery S1Ch73 bame MR ETYS

Motes * aval hely 1, 1009

It muecaneg Mosttat R, ATERT cvclyited certaa imca cllars onn servieas, e loaimy ter ecamgls, Curnsan Chaanel wgnaling Nelvoork Cocmes hine, Speratar Tracsiog Seruce ord Oirecfory Asustanee ATRT

POty At o Ine o W gae g0 PEs L VITe Ll fate el

cot il dedsn the precstate tantl, ATRT Leopases shat s hae

Aty e n Tath e bt and nitenslote jracde T s that they be sirnlagy e red

rrates semain of tharcneeont euels

Drantue Commumeanons of Peaasylvana Tantts 03 PR 2S00 1T Ma 2 did mutnclutde a s tian b Hon Reduurg Thanges,

g 10l

Tovlte eatirnit the o mdr st e aetvney That me




Frontier Communications of Canton
Recurring Switched Access Charges

Current Intrastate Access Rate

Current Interstate & Proposed Intrastate Access Rate*

Frontier C ications of P ylvania - Tariff PA PUC 15 Frontier Telephone Companies - Tariff FCC No. 2
Change
{A) 18) 1C) = [B) - {A)
Cartier Charge {Section 3.5.1 page 4) [Carrier Comman Line (Section 16.1 page 1)
Pur atcesy bne, ger maath see (Not Al'owed) “nOG Nc Change

End Office {Section 5.8.3 page 122)
Lucet Switching

Uil {FGA L B)

LS2 (CC & D)

Commen Trynk Fort
(Per tdinute)
50, per ronth
RS1, per month

P« ELLH
$0044;

Eate
PDER: o
51030
$i78.68

Fiinhum %312 Ped

Prectiym Rate Fo)

Acrsg Mingte

End Office (Section 16.4.7 page 7) Arvess Minute

Leval Swichirg

L5 {f:A & B} 5002551

LS (FGC & 1) S 07651

Comimon Trunk Fort Rate
|Per Minute) S.00200
050, er mnnth 51070
CS1, par menth %1'M) G0

Zate

.
Mo Thange

$11.32

Local Transport (Section 6.8.1 pages 114 - 119)

Local Transport {Section 16.4 pages 4 - A)

0. Rate Per Bate Pec Arcesy
Tardein Swntehad ipages 117 - 113) 33 Miurute Tondesr Switened Tracipart (page &)
Transmissinn {Per Ailey 700320 Lame
Tranmmissasr (Fued) 4004497 Sarme ' ‘
Tandem SwiiLung 3000365 Saime '
tntrance Faabities (Seenan 5 R | page 114) te Per Mortn Entrarce Facuitias Ipape 3 Pate 2ate
Vawe Grade Some 580,50
D5l S50 00 tame SInI00 e ¥
D33 51.192.00 Same S1,192.C0 Ne Charge
Corgct-Trush ad Transport (Facility) fiage 139) Rate Direct-Trunked T-ansport {F o dityt (page 5) Rate Hate
[Per Mile) Same
in e Grade 163 Savre 5150 P
psl 52200 Cume ci0cen .
nsl $215.00 Same 5100 00 i N
Dirssct-Trupkad Termiranan {page 114} Aate Pac *Agnth Gueert-Trunkad Tag.mination tpape 5} Rare Rate
‘ce Grade 50100 Same 554 20 .
DS1 BT .00 same 575.00 . s
DS3 $8.160.00 Sume 479000 P
tAultiplexirg (Fage 116} 2ot Per Mecth Multiplenng inags 5] Bate Eatg
C331a DS 51.540 7.0 tame 51,540 n0 Mu Cllange
DLl e vee 920109 Samue <201 05 Mo Charge
“hared Mutigles ng f1sge 110) 2ate Far Minute Shared Mulbrhevingipage 3] Jate Rate
{Per Vinute) 5000176 (Per Minute) © GAON0O - '
Peerran Rate 2or Premagm Rate Fer Peorian Bate Poc
Reudup Interornection Chagie |page 119} ute Recdu s tnterrgprect.an Charge {oge b) Missute Viny
Supplementat LEC Tianspart Chasge 5 00666 Nat Alowed) % GACR0O ert
nrh Blacking Cnarpe {page 130) Pate tetyery Mo bhinyg Cpoige (page 7) Sate Bqta
(Par Callj 51000 Garmu 01000 4 U00GO0
Dedieated Tandom Tronk Eorts [page §19) Rate Cudicatwed Tandem Trunk Ports [page /) ate
DAC. er manthk JANVES 229Q, yer menth <1000 R
L5l gec mantn w08 29 381, per venth SN GO st
8U0Dara Buze Arcrse fory e L ss e hgn i 4 pgie Sate 20 Catd Baie A senies fgape 8) e
Bask per qurry SH0e73 “ame <0 . M
Yortical Feature )or quocy 5002 Gere S GCUR9

Metes  *Asof iuly 1009

By mmeneng ladrston, i 8T cadors @ oertmn auaellineaus seeades, o g 1o eomphe, Commen Clands) e ahiog Faetwand Sonmsechion, Open tar Toiruien Seeeviee, angd Doty Auatance ATRT

(RGO Egs That Lo thie v et These s cess se gy

Aot g o thecmtersta e tanft, ATR

Fuenbe r Comede alsas of Por

[ACNTR I

W RISt RIS T AIn 4 TROn ot deyelds,

Tyteama Tude fA LG IS aind PO o D dat aaleriude a e tum Soe Non Reaceag Cracges

Gt Late @leetpits et an WOt the nteeate and asteratate i S oy 1021 ey B antuanly dhgeest T3 e e renl I e e ntrasiate o 2y thal e




Frontier Communications of Lakewood

Recurrin

g Switched Access Charges

Current Intrastate Access Rate

Frontier Communications of Pennsylvanla - Tariff PA PUC 15

Current Interstate & Proposed Intrastate Access Rate*

frontier Telephone Companies - Tariff FCC No. 2

Change

{A)

{B)

{C} = (8] - {A)

Carnier Charge (Section 3.5.1 page 4)

Per dcesy nie, per manth

000

Carrier Common Line {Section 16.1 page 1)

{Not Allewed]

Ne Change

End Office |Section 5.8.3 page 122)
LCedl hwitch ng

LSIFGA & )

B2 IFGL AR D)

Commongn Tri.rk Port
{Per tinute)
0T, per marth
Cs1, zerironin

Arpum F e Per

L on7eg
5007220

Bate
$C06812
41040
5118 v8

End Offize {Section 16.4.7 page 7}
Lo Samtehing

LSi (FGA & B}

BSIFLCA Q)

Common Trunk Pert
(Per Minute)
TS0, per manth
D51, pes manth

Premrigim °

Artesys Maole

Premuium Rate far

Arresy Ahnnte

$00GIC0
1060
TicnQ

1a3

e
Mo Charge
S1 32

Local Transport (Section 6.8.1 pages 114 - 119)

Tandem Switchen fpage, 117 113)
Transmision (Per M)
Tranamison tFaed)

Tuedem Svtching

Entrance £aciities 15 ton 3 B 1 page 114)
‘Fawe Grade

D51

83

Direct-Trynkeet Traespart [F3ciity) feege 115)
(Per Mile)

Vore Grade

259

053

Daect-Teuaked Tarry cabenapage 114]
Ve Grade

o5t

D53

AMolhpleang trage 116]
D53 to 5t
DS110 Yaice

Shared Muitipteargapage | 15)
(Par Virute)

Foodual lerarcannecticn Chvge (s 11

Peemigm A pre Per
Argess Mhcute

Local Transport (Section 16.4 pages 4 - 8)

Tardem Seat hed Transpert (poge £}

$ 0000
W 003497
< Con3ss

Same
Same
Same

Entrance Facilities fhage 4]

52200
$215.00

R.ite Fer Month

Same
Same
Same

Mirger-Teychog Tracspore {Fackty} {page 5)
Same

wame

Same

Same

faregt-Trunked Tecannaton inae 5}

Rate Per Manth
$1,340 %0
321,05

Rare M Minste

Same
Same
Same

Multipteving {page 5}

e
Same

Sharea Mult plexiryg (gage S
{Fer Minute)

Rois:

duat lotercapnecten Charge (Dage 6]

Nate Pec Accoss

Rate Por Siress

Muirute
£ 00NN
$ 018
$0C0T0

aite
S1.080.50
520105

Hate
5 000C60

Promigm Rate Por

Musute

No Change
Mo Change

Aate

Eremitim Qate Por

Supplemenial LEC Traniort Charge {Nct ABawed)
tietwock aeking Charge pige 120 Fate Network Bleching Chacyr (Foge 7) ate LRI
(Per Calt) S 100 Samm £330 ».L6CO00
Ceodicatind Tavdera Trank Ports {page i1 Aite Cedicated Tandem [unk Poate Ipge 7) Sate te
7SQ, prr manth 608 250, per manth 5:000 5392
C51, per month 108 29 BS1, pernarth S0 “81.71
REG D3t 2 e iid) frate SU0 Rats Fgve Arenss Service Tuer os (7ige 8] fiate Fate
tavr per query $OCATY PORE ¥
Vertical Frature per query 530332 A6 UGG N

Nates AL et hedy b KA

ne e ol st

R ]

i st Tt B T e et ERsar o Bng et e O Eab e B TS

1cthesnterdate Wanlt, ATST prupo e that Lueh wirasd

ot Lgth

3 Temn,

ther dite

2 anteagiale sl infepstate urad cboes that they be suniny mareied,

1 It

sueir s b Fenayivacia Tardbs PAPUC 5 and SCC NG 2 did ratinchude o v tinatar Koo eoaonrg Charges,

ATET vechinde d certain mpe sollineots wwrnces, inndiog tac example, Commsa Fhannel wnaheg Setaork Conneehon, Sponatar Transter Seoves, aed irectory o

me ATRT

D1 3Re cxBent ete areHnt GHde ety that aoe




Frontier Communications of Oswayo River
Recurring Switched Access Charges

Current Intrastate Access Rate Current Interstate & Proposed Intrastate Access Rate*

Frontier Communications of Pennsylvania - Tariff PA PUC 15 Frontier Telephone Companies - Tariff FCCNo. 2

Chan___ge

14)

18}

{C) - {8} - {A)

Cammuer Charge (Section 3.5.1 page 4)

For aceess ) re, sor rorth

Carrier Common Line [Section 16.1 page 1)

(Mar & Inwet)

o
[=3

Enct Office (Sectian 6.8.3 page 122)
Local Sentching
15117 5A 3B
L2 Iz R 0)

Comiran Tinrk Port
(Por BAnte)
L50, pr+ menth
22591, per menth

[N
$1900
$178.03

End Office {(Section 16.4.7 page 7)
Leeal Switchang
LSLIFCA S B}
LS2{FGC S D)

Common Trurk Pert
teer Mirute)
84, per ranth
USt, per manth

Prapiun Rate fee

o e frer

AG s Minnte

Ariweny Vinote

S 00765
5005652

514600

Local Transport (Section 6.8.1 pages 114 - 119}

Tindem Sw.tened fpages 170 149)
Teanarysanin |Fer Rile)
Trarumisunr (Foen)

Taedem Sw.tchiag

Fobiance Fanlites (fectinn 69 [ pge 114)
Vot Grade
Ls1

053

D rect-Tr nked Teacapnss (D acility) (page 119}
(et Milej

Veire Glace

LYY

53

Titert-Trigh e Teavicatan poge |14}
Yener Gride
Csl
%3

Rultiplexirg {poge 116
CS3ta D51
D3l e Vace

thared Mulglaxog {page 116)
(For Miute)

anrk Gy T irge {pape 176)

o te
(2]
S GC034n7T
5400303

Ryta e Vonth

1 Pate Per

Lacal Transpart {Section 16.4 pages 4 - 9)

Tancem Sadeted TIngpant {page 6}
Semne
3ame
Same

Entrarce £ acities (page 4)

3H1 %2

B te Prg .‘,‘lﬂnjﬁ

Same
Same
Same

diger - Trapked Toanaport (Fae byl raage 9}

Same

Sanie
Same
Sarme

Cirect-Trurked Termaiatine (nape 64

Lh3.:00
iavco
$8.260.30

Bate Per Month
SLLED
220105

Eate Cor Minute
5 Geal1 70

Crommp Rate Per

YaTe
“ame
Same

Multiplesinrg {cage S
Same
Same

Sk Multipler re {p iee 5]
\Par Minuts)

Resifual tntercnnrecins Chorge (page )
(Nat Allowest)

Fate Der Svzes

Rate Per Secoss

£.00C010
5002418
$ 000200

S83,.70
515000

$1,19z2 00

i

5

Mu Citarge

o
5

I
I

3ue
Mo Crarge
Mo Change

Boare

Prorparm Ratn ftore

Mayw ot ey
teeural Frature et queey

$60E73
Sl2a2

“ame
Saime

GIULAGT
PIM RN

Mehwock Rlocbing Charge (pape 7] e Bate
1P Zaily S.IHCO Same 061 4 LConS
IZemicated Tardem Trork Bty (oge 110) e Codicated Tardsam Tinak Pacte {page 7) Hate W)te

14O, ner menth 5604 056, per racth 600 BN
081, peronentn $1uK.29 DSE peciranth Jmens ) I
IO Bty e Actess Sonece Cuined (S tua b 3 e 132 fate e Ayt

Moles C AL ar July §L2069
etk s e dlusie stion, ATRT el

S TRe T YLt otrueg 2 1 she

et meGllangenuy ery

LI

aalt, MTRT arap0 .24 that sl ot

g ter e gonpbe, Comran Ch

ATt g e s tter o

Al v st 9T e r cucrent B els,

Frant et Cammnd s o Merayylvama Taafa DA 010 1% am TEL o 2 de tat sdnde o fection ier Mo Becurnng Criarges

M Ly

tel Sagealitg M Paod Carnecton Gureaton frandne Se v re, aed D

du L el thoy Fwe sl amiriaceag

oy

st b vatate ervaes i are
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Frontier Communications of PA
Recurring Switched Access Charges

Current Intrastate Access Rate

Frontier Communications of Pennsylvania - Tariff PA PUC 15

Current Interstate & Proposed Intrastate Access Rate*

Frantier Telephone Companies - Tariff FCC No. 2

Change

{A)

1B)

(C) = (8) - {A)

Carrier Charge {Section 3.5,1 page 4}

Fur access e, o1 manth 50 5

Carrier Common Ling {Section 16.1 page 1)

L MoT Allcwend) 0o

Mo Chorge

End Office {Section 6.8.3 page 122)
Local Switchag

ST IFGA & B}

150 0 GC & G)

Accesy Mirute

$ Q08941
S 008951

Common Teunk Port
(Fer Minite)
O8N, par menth
£81, ger month

Frermum R

Hre neum Gate Pee

€nd Office (Section 16.4.7 page 7}

Ageess LA

ACrnss Winute

Lor o Swite ming

LYY 1FGA & 5) Joulenst
L5z (PZC & Ly 3002651
Cermen Tounk Port te

S 103200
PR
s19c0e

[Per Mirgie)
354, per maonth
DEL, per muntn

[ . i
Ne Charge
511,22

Local Transport {Section 6.8.1 pages 114 - 119)

Tardem Gwitched ipyges 117 - 1:19) Aocesy M

Transmesian {Far Mile} % 000
Transmusson (Fied) REEEL b
Tangem Switchung $ G003vS

Entrapce Facilities iSertond 31 page 114) Rate Per Mnnth

Sremum Bate Per

Local Transport (Section 16.4 pages 4 - 8}
Gate Per ddiess

Aty Per & cesy

Vede Grode 4152

0s1 355900

B53 5118200
Dirist-Trunked Tryospert (Facility b {pyge 115) Rate
{For Mile)

Voice Grade 51¢9

Dst S22 60

53 $215.00

©

irect-Trirked Torrwation poge 134) Rate Oer Mcnth

Mowe Grade b4 OO
oSl “371.00
1S3 58,380 C0

Mullipteaeg (pege 316 Rate e Mcpth

052 to 08¢
DS1to Vace

5154050
310105

Shageg Pt

plexirg fpape 116} Rate Fer Minure

Tonders Switehad “rancpont fvige B) M
Same $.NCRI0
“une 007418
fame £ 000200

Eetranve facilities ip sge 4) Rata
Same 56070
Sarme 515000
Same $1,192.20

irect-Trunked Trapsport {Facihity) feape 5} fate

Seme
SHne G1.50
Samu 5iN00
Saine $:50.70

Dirpet-Frisnkeg Teemin atinn ipage S Rute
Same 454 2C
Sume 7500
Same 575000

Maottiplesiry ipage §) Rate
Qume $1,540.6N
Saree L0105

“bared Maltipleany ipage 5)

te

|Per Minute) 3 Cun7e

Premium Rate Ter

(Per Minute) < BO0NCO

Promuum Rote dur

hinute

fatw

MN¢ Charge

Pate

Mu Change

No Change
Late
e "

Demnurr Fatw For

Revidyal Irryrrannectcn Thage (rage 134 Aingte Reswdual (ntorcocenscting Charge 1 2ge 6) M nute Minnte
Supplementat LEC Trancparnt Charge 5 OOGRES {Ht Allowed) 5200000 . 3
M bavark Blording CRyrge (page 120} Network B'es irpg Chige page 1) Fite Rate
tfaer a1} Same 5.01000  LUONCA
Dediered Tandem Tryre Parts ippe 129 Fave Nad:r ated Tangom Truek Ports (poge 7§ Sate
D0, per menth %608 tor cwath 392
651, per maath STUR.2Y9 0S1, ppr manth SELN
RO T Baye B IR N Rate 303 Da a5t Arcess Serscr Qe date N
Base per uery Y BOKT3 ane S0 00367 "
Vot 3l Feglute per query 400342 Same W OGS '

CA ol hly 1L 0en
P, ATATY s fuded

PN LT [ EF e e [t 4D et of

Samnreenong adhoa

dfvn g o pEde elements e ustin Leth the gt

Frontwe C ot oos of Pennsylaamte Tantg PAomy

AR

cort A ernie ernwe e wokuding far cremp e, Gumiron Chanoe!

RRITUND U AT S EA RTINS

Tonfesd on bt date Gintt, ATT 0001 Goes that s M antedstute cates nesian gt thaen cacent bevels,

JHE Mo twork Conmec:

LS and FCC No 2 did not indlurte 3 e hige tae Nan 1eg WG tRages.

Tgiecaton Transbes Gaeryn e et Dt taey Bas fomi e RT

tany It ey Ee e farlg mucoied To tEs ogteni e 3o ateast ite savica that e




Hickory Telephone Corporation
Recurring Switched Actess Charges

Current intrastate Access Rate
Hickory Telephone Corporation - Supplements No. 2, 5 & 6 - Telephone -
PA PUC Tariff No. 11

Current Interstate & Proposed iIntrastate Access Rate*

NECA Tariff FCCNo. S

Change

(A}

{B)

() - 48! (&)

Carcler Charge (Saction 17,1 1 puge 17 61}

Bar aniess e, pedrentt 5%

[Carrler Common Line

{80t Aot o)

000

Eng Office {Section 17.7.3 page 65} Avcesr Van

Lua 3l Switering G0I0I87

Frrmi m Hate

nearmaticr Surehiige A OIU6ID

E£nd Office (Section 17.2.1 page 11}
Loudl Switinng

rtormivtior S peharge

Menrmum 3 e Pur

e, B te dee

Sl ten e

(o ny Wnute

51023045

deomnee 3 e Per L b}

SLI73

Areimuer “ate Por 1ol

Aeures Whntes

LR R AU ALY

4332100

furisto

Lotal Tramspart (Section 17.2.2 pages &3 and 64)
Satg bar A cagy
WMt te
Sulias
500831

RIS

furmaratiar (Rer Topm nutien}
Tanceir Swattbing frer Tandun)

Etarce Tarthes fae
{-'or Teeawratien)
Voure Srace
Two Ve L
Foue Wire 566 73
sl S$1/4m3
s83 “2.07210
et Teonbos Teannpett IFgolitg) e
(Hor el
Ynen Geace 5297
381 PR
s n13.02
| Mract Trird 2ate
[Per Yornn
Ve urate SIY9 8k
(5334 RLNES
oS3 a3l e
Nultylrirg oue
{Fae Arcangement)
D%3te I5T 642237
251 10 Ve 318112
e fharse utn

Mutaiorh Aageking CRArgS
1261 Aluckee Calt FGE)

A0 Dt Qo Arpeye £ T g

i perau
Vetta 3l Faglute por LTy LG

Loca) Fransport (Sectian 17.2.2)

Tan dere Caitched Tracepoet {poge (0 3T N

Sane
Sa
Surm e

»

Jentranie Zectines{pge 102

San »
PALE]
Sare
fame
Sutne
Same

Duret b Dok G imgorU §7 waltyt Laaga U3 34
Lre

tarre
Sare
Surmne
Turopt Trorbed Torminalicr (g pe.
Sae
Sime
S

e

1

Arelpleacg {(page 01

[Sene

frapepan icrerrrreutier O gge
(NGt Alnwea)

Irtverh Sloghirg Charge (rge C0 2 10

Lotrn

[RGByl e Ace iy Satwn

s dpage 10 3]

e

e

Mare Jor Arguss

Qute Oar Mievny

Mt
$LUL0I03
4 101335
3C0NTad

figte

LL06 42
19552

i &}

S OGN0

te
5300033
4930222

4 UCC00L

Gsi0

cate
Ho Chenae
S G030

Nates *Azetiuly &, g9

Sk res tera

wthy s ep i e, ten, AT en

et

RO L8 T

e Lt

ancludhirg tor exaireple, Cur
S0 Lalb e anrastite ane

SESLATLTEZLTAT LAY (M ub IR cperet 1 invels
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Hickory Telephone Corporation

Non-Recurring Switched Access Charges

Current intrastate Access Rate
Hickary Telephone Corporation - Supplements No. 2,5 & 6 - Telephone -
PA PUC Tariff No. 11

NECA Tariff FCC No. 5

Current Interstate & Proposed Intrastate Access Rate”

Change

(A)

iC - (A~ (3]

Lual Teanspart {Settion 17.2.1 page 62)

Tos® Y. Nonrm urerg Clurge

Local Transport (Settion 17.2.1 page 10}

I 3ladan

\Pr Tachity)
e Sonte
a0 Vi 523000
edunr Wice
58 L5100
353 675100

Same
Jare
Ting
farre
Samre

Auiie

e T Tran bshan

i Bur L0 uridziket Areat

Ssme

Nawvrary g Crarge

Horeesverng Lharge

LFEREN)
450 06
5530 ¢
12500

Montan g O

Horeewurg Lharge

i

$24 00

EOC ard B30 Conaue an of Mirtbragy e ney Aeirense Signting te waf 2t AN s anyy Ageerass Spereing o $57
582 Tapiahing e 387 prale g 1o Mottt ek, Aderes Cprghng Mncras, SR NG ey my Adiresy Sign bty Neeseninog Lhage PE b argy

JFer 28 Tronks Levarted or fezcuar (haereut] -

Lok Actton

Murrscurneg Chacgy

Sare

Trunk Actizston

WPur Ja Treeks Sctveted of “rachon bueees) H3

Heprvcuror g Charge

Sare

Floe M1

(Per Setl Gftce, Poe C0)

“inee

Same

L3820

5353 {0

corouyineg Charge
Here

Ju

Neveouee e by
Giaog

Naarncurary horge
Hore

Motes, * As el July 1, 200Y

e el




Ironton Telephone Company - PA

Recurring Switched Access Charges
Current Intrastate Access Rate Current Interstate & Proposed Intrastate Access Rate*
Ironton Tetephone Campany Supplements No. 2 & 6 - PA PUC Tariff No. i
s pany Supe \CORE Tariff FCC No. 2
11 Change
{A) 18} i€} = iB) - {A)
Carrier Charge (section 17.1.) poge 17.76] Carrier Common Line
Prr acieres wra, tes v unin S17 79 (Nt Ai'Cwea)] <000
Pran o tgte Per Prenty ™ ¥ ate Por
End Office 1seton 17 2.3 page 17.80) M End Office (secton 12,52 page 121) Accigs Mirte Aconie M onte
Local \w.teh rg 5010016 107: Swilch ng 5612828 500781
Prar e ace Per | 70‘ Fror v Rate Per 160)Fraq v » R 41e Snr 193}
Accets AT Ay M. res Arags W atey
Irfgreatica surehaege 30.8c60 nfurmaron Suichage < 128600 411300
Local Transport (section 17 22 prages 78.79) Local Transport isecion 27.5.2 pages 118 - 119)
Bate Rac Access Rats Dar &rgess P te P Arcecs
Pindere Switched transport Mocte Tindem Switched Transpart Ml rute

Farud ty {Far M) 54100363 haTe SIS

Terminatins (Per Tem ngtian} fQarsgo SiTe LRI

Tartemr Swicn.rg {Par Tancamt NZ/A Same N/A NA
Lrtrarce £agt'as Pate £tr date Pate
(Per Tenmieat-an) Same

Vou s Grage Sare

Twe Woe 536.96 SName [l Id<)
Four dire 36596 Sarre d:} CR

051 517654 Some 414215 6l

DS3 2,047 31 Serre [w:] 8
Direct-Trurked Toarcpott (F e ty) Pate D ract-Triowne Toasecg t g ity Rat2 e
(Fer Tt} Came

YO grade 2254 hanta WE cB

os1 1911 Samvie 4127 N

133 513136 Sare ©a D43}
Mt -Tureed Termimat on Rate Durver Trusied Taerimat Rate Rate
{Par Terp.cat 0] Bare

e Grave N2 fame Ic8 fON: ]

ust w9422 Lante S5 7a

553 6477 Sare [[u:] w8
Sl v rg Rute Muitplex g Rire Hate
[For Aregngeraet] Sare

£330 D PR EL] Same i3 141}

D41 e Vaue 516591 Lare ) [14:]
Eraytsenrtdrtpreeroert'on Mg ge Hate Trnan terponroct 9r Chape Ate Qe
(Par Accezs Minuted Nire (Mot Alwwed) Neise Nane
Fietwent Bocorg Chype Bare Networs Hoghing (F vie fate Fate
1Per Blockert Call TG 510100 Sarw 50160 4 0GC10
4OC Dat B ase Accessy ' urte 200}t Ase Arcirat Spry o Qraprey Hate Rate

Basw, par naery SuLn Sanie 5G0H6 500U
Vert el Festure por quary 50059 Same 3Lt 50002

Notas  * Aoy 5, 2009
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tronton Telephone Company - PA
Non-Recurring Switched Access Charges

11

Current Intrastate Access Rate
iranton Telephone Campany Supplements No. 2 & & - PA PUC Tariff No.

Current Interstate & Proposed Intrastate Access Rate*

ICORE Tariff FCC No. 2

Change

(A}

{8)

IC] = {8) - 1A)

Local Transpart (Section 12.2.2 page 47)

(Par crdemred Facd gy}
Va2 U2
Twe N e
Fuo Wire

387 g rimp s W87 8 g o Ny

RRaRIE

{Pors 24 Tr ek Caveitent S Fract or tharna’)

Taune Aep 3t or

[Par 24 Truoks Aty ated ur Fractinz thompeot}

fley ANY
e frg O re, Prr7iC}

Neeraycering CHirpn

Lo Teansport (Section 17.5.2 page 117)

Installation

2300
323000
425100
ENI Y]

Mre-peuts g C3eze

S.ne
Sume
Same
Seme
Samra
e

Iatanm HYY [rg-iliton

512600

BRIz

Sane

¢ ime TOD Corvers on ot My ennearcy Agcdiesc S pratmg *a 47

SEmatitpg @ SST S atop o Matilzegeney Adpress togre sl

332100

Nerreen-erg Cra-n

So.ve

Treok Actvat'or

31000

Sonrevysrrg Cravga

Same

Flav ANE

Ni-e

Same

Nonrgcurerp Carpu

MNor-erurnrg Charga

a2}

8
37400

B

»

Norreey g Crarge

Ic8
l:)
S127 00

Nuprrecurr ng Charap

L3700

Ngrrerwericg Charge

NuFesprr g Uingepe

525100

Nurrerure #g Fhaige

L35 O

Noriecunt-ag Crarge

535300

Narearyir g Crarge

$A300

No=racars rp T apa

Nore

Nuone

Notes * As of July 1, 2009
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Lackawaxen Telecommunications Services

Recurring

Switched Access Charges

Current Intrastate Access Rate

Lackawaxen Supplements No, 7 & 8 - PA PUC Tarift No. 11

Current Interstate & Proposed Intrastate Access Rate*

NECA Tanff FCC No. §

Change

{4 \B) 1€} =18} - 18)
Catrier Charge {Section 17 1.1 page 91) Caraier Common Line
N ke ure, peremy rth 573 [Nt Allewd) 300

Erd GHice (Sw tion 17.2.4 page 12 95)
Lol viutvrg

Berpaiem T

Foueas Murates
(X0}

atrem o Seeckarge

Yo date

dennte Set dor

€na Oftice (Section 17 2,3 page 1)

fay s Qe

Lugal Swatch g

ST *ite e TN

Br ruer 334 Per 100

By Vape teg

Irtorration Sy o batee 5403200

Lacal fransport (Section 17.2 2 pages 93 to M4)

Patg P Aoy

TN
R AP RY

Tramaeatiar (e Termat rr)
S Swt hirg ERor Faneean)

Cerranie
(et Torir e
Y ORE Grone

Tac Wi

Tour wire

pi3)

(3]
ot Trocbag Toopsnne 47 b)) “ste
g e

e Grive 267

Y %4

rs3 Si337
e rhod Tty e Tate
[2or Tpnrasatent

Vasce Grarle S R6

nel <95 14

s $31L70
Mult rE date
1%0c Arangerrint]

PAER SIS L3783

Sl te Veice aladll

predetarre et Ch e

1
i

Gt ey

@

st b Bloching Ok yrge e

iPer Elocben Call 3G0) 51020

450 Gt T St hene oy eite
e T Ty S 0054
Vel ) s alh fe Lt Glery 56059

[Local Transport (Section 17.2.2)
2oty 2 Accens

Tzrnem Swatcbe o Crpvnpeit igage 102} 2)

4901055
S02724

Cp es fpoper 102

Rate

Duect Teurbea Trecsrart 1Sakdy! o 3613 Hate
ettt

Samne 5234

Jaire voi iR

Sere 520377
Qirecl Trucked Lermiration ipgge ) 1) 3382
S

Scme

Lime

Zaine

Rate
Sarne 578 99
Sate 523173

Trin-poct mteerorin- t er Charge
INat Allwea)

dotwrrd Sk g Ctagre tage 1P 0D N Fota

5 510:180

330 03 Baer Mg Spaet e e (p e 12 Y Y iate
Leme S10%4
b SGrg

ENMDE DL
SONuut

750

522

<8
PRI

e
Nz Cleare g
L

L3I0

"in Clarge
300000

Hiten t At luly |

wedaeod L ertam Inee HEpeens <o e

T ey sty

el tather

Hogirn g STLEN STl A2 OF L I0 IR T Sty Buth I et

e lrtonst an t prer et Gl AT T i poten thak gl Baeteoriatie ate s o g e e

PEERIN
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e Currwn e,
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Lackawaxen Telecommunications Services
Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Lackawaxen Supplement No. 2 & 8 - PA PUC Tariff No. 11

Current Interstate & Proposed Intrastate Access Rate*

NECA Tanff FCCNo. 5

Change

{A)

18]

{C) - (B) - (A)

LoLat Trampart {Section 17.2.2 page 92}

Nzneogust 0 CF e

Lucal Transport (Section 17.2.1 page 1)

tnsrallatan

e | rermees iy}

ek Guace
Two Wire
four Wure

N5t

Cs3

Horrrrutnrg Thacge

Seme
S
Setre
%ame
Same

ferne

rlerur NYX Tronilatun

150e LATA Gt *£arket Area) PASTANTH

TG g £60 Conyerann of Multequirey Sterecs Digrel ng te
ST G it F i S87 Spnaleg te Vol irenuir ey Sddiees grakrg

Nerreutr pg Chirpe

Same

Y ard TS Carvaraer nf R8s trec erey Agerngs Qprsine g 19 95T

el g er SAT S ehe g 1o WA INDE juerey St graleg

Nrnrgourgg Thige

Moertooneg Charpe

Mg raecnring Chorge

S C0
[SILEN
A% a0
SiUd 0

MenreLure g Ehorge

o

Nenreeyutring Chrpe

PEEE )

Murrserong Chuge

(Per 02 Tiurks Cowerti s of Frochun theceat) 33200

At on Nopreggrne p Charge

e

Teurk Actalior

£ 7% Trunks Activated ar Frehen theeck)

S3tg

2 AN
{tcr Ead Cllice, Par o]

Sare

230

Ngnrecnrnng Chage

Neprosunng O snie

€453 00

Harreg inng Charge

L1600

Herreuenirg Choige

Nene

Ne tFerpe

ftetes *As 0! Iuly I, 1009

DY A




Laurel Highland
Recurring Switched Access Charges

Current Intrastate Access Rate Current Interstate & Proposed Intrastate Access Rate*
Laurel Highiand Supplements No. 2 & & P& PUC Tari No. i1 NECA Taritt FCC Na. §
Change

{4} 8) (€) a}-(Aj
Carrer Charge {Sectian 17.1.1 page 106) [Carrier Coinmon Lne
' acsess e, frr oot . INGE SRCwen) 50 '

drerrigr 4ata Dy Crevhuir Rty Por promnpe @51 e
End OHice {Section 17.2.3 page 110) End Ottice (Section 17.2.3 page 11} A o Sling g fu iy Matute
Loval Swittbaeg Ll Saatchayg 53CL18 ' i

Rretriagn Bade Toy V03] Peorunt Ratn Por 100

Agerge Mies b Srivas tiini ey
riceatien Suschargs catcem it Suickarpe SO SIS0
Lacal Transpert {Section 17.2.2 pages 108 to 109) Local Transpurt |Sedtion 17.2.2)
Bare Peg Ao oy Rutn Poe Access
D acrban: Peyitebag Traropaoe Tt Swarzhen Trarspert (page 102 3 2} Munite et
colity Pur Vile) Same § 010203 Suenss

Tt e[S Tarreatrar) Sirre 5000085

Tarttem Swaitch o g 4P e Tar ) ASfme P N ar A
Lrtrans e Fag lstig Hate Lrteane Zacthites fnepe 19 Y 2ule e
{Per Tererwratior} Satng

Nk 1raGe Geme

Twe '‘fore 339 oM MELETH L1347
FourVre 534 24 ame YLD 275l

D52 SiT6 B2 Gy 743 39 “h7 07

[*PF] 5,081.18 Sarre 2,226 80 5116 n7
Qrenet Teohed Tranepoet [Facibty] Mt Ctect Trarkadt Leonsperr i8aohtyd insge 10 1) 2ste RNITY
et Wi} Sare

Mot Grage $250 Sane 6253 4103

i) qi% 14 Lame IR D]

033 £11L77 Samne: 5145 65 413,08
Durnt brorvay Termiratoe Eale Duregt Trerhes formir it Igope 1 Aot Fatm
\Pat Tenimeraiicr) [Sorre

Vake Grate Lare 93523 516 37

e Lume 34669 .

093 Sama G856 71
*Auitplevry 2 te tomog (70 03 o) fats
(Par Atrangament) Sarme:

Oh3 oLl £33 20 fame [ NE

DS tovone Sing 2 Same 512an

ar Choge

Teacspuet feterctr-oction Charga Trapspert it ercores
|Prr fecass fArate) 5 0000 ot Al wee)

otttk 2inchrg O e letarch e b s g thace fpage W 22 Qite
RS VAL S G i el AL A I L th) TR LSRR 2ite
fiter Wincheg et 700 Sl N
EM%) D313 Face ANty T rarr (uenes e REC D v g Bang A Sunece M enms (page 30 31 Sttg
el GLOTY Some S
Verneal Fralurs pur ety 4 00va Qe 1460 AU

ey, *Asct by L,
TEAMH AT e f ANPLIe £3hE 0 1t to per LO0 Ay
,

wlees of i

*rate tor e to lbe cerrp, nsar sk nfeg

e abynn e ng dlustt oo ATET eelafogantaimm R N S W IS (K T [T R R T Corrmmeg: Chary e grling

IR QS Tt T T R RRAL 3
et the it renute Lt ATRT prage

itk Carnection, e ot e Traester Sorre, i it ebory Asie taege ATRT
el tr e et i Dt T 8T AL L (bt st prenetin Y g ) Ty L cradanly metored Bl evbent there ans antracskabn vy v Mo vt
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Laurel Highland

Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Laured Highlund Supptements No, 2 & 6 PA PLIC Tariff Na. L1

NECA Tantt FCC NG, 5

Current Interstate & Proposed Intrastate Access Rate”

Change

a)

18)

1C) - {8] - (&)

Lotal Transport (Sectlon 17.2.1 page 107}

ien
{tur Entraree faniltyed

PRIt

Twn ‘Mire
Faot Wite
ei
283

e et YN Cean

{7er LATA ¢ Murkol Seea}

F1,C ord B Tanergern it W Intraouce oy Acnrees Spcalig to
ST g alirg or be? SiEr g 1 My tetteqany & ddtocs Spniheg

vreceneg Chape

Local Transpart {Section 17.2.1 page 10)

st 3l on

G600
516700
5:3100
MRV ]

Neereoernrg Chseg

Sane
Serre
ame
farre
Sarv e

Laitr

riepn Nr & Tiansdatien

ST

Nurvachtnng Charge

Same

D gt FGD Cetviraen ¢f Muitdfrequr

X

pos. tagralag to 357

!

L gt hral on 597 gty e p e "t s mey Medrdenr

Ligr ting

| e 24 frunhs Cvertod wr bactor it

Teurk Acinatin o

Gftee, Tor )

3260 00

Nerreurneg Chirge

[Surnes

Truck Acnvancn
Same

P lex AN

Hone

Sure

Nuneecrang Charge

Noten g Charge

S4R0 00
545070

$445 U

Nenmmruenic s Gnatpe

S8 en
3232 00

Mecguarnng Charge

22000

Honarecurrey Charge

L13900

Agnreryenng CFarge

433100

Hoproeuriey Charce

Sl 06

Morescoinry Sharpe

15800

Nerpocucnng Charge
Ners

MEMI

Ner cuinng Chadge
Tacne

Tetes, T As iy L 260U

tee Sl T




Marianna & Scenery Hill
Recurring Switched Access Charges

Current Intrastate Access Rate

Murianna & Scenery Hill Supplements No. 2 & & - PA PUC Taritf No. 11

Current interstate & Proposed Intrastate Access Rate®

NECA Fariff FCC N 5

Change

{A)

L

{C; = {8) 1a)

Correr Charge {Sedtion 17.1.1 page 121)

Lor deress v, pues i ntk

[Carrles Common Line

Mot Alles o) %300

End Oftee {Section 17.2.3 page 125)
L al bwitenrg

fram

decets Mimutey

ntoumaniers Suteharge S 623600

um ate Sor 100

Crops Syir 2 gt By o

Arenv v Hate fer

End Oftice (Seition 17.2.3 puge 11|

gy w1 te

Lecal Sarchn g

Yreeum Aite Per 10

a5 ATk tet

Irfarm.aticr Sunbarge

Locat Fransport (Section 17.2.2 pages 123 to 124)
Arte Py Arings

it S st Traregrort

Fachty \Far Malv) 5 G0
tenmmenon T Seemuet en) 500823

Tarder Swatcirgveer Targders| $002/733
secr Faulres g

LR Term

Ve Graae
Tvo M
Teur Aan

2194

Q53

Derret Teoprbpd Ten.cere (6300

AN}

v 1287
o5t i34
a3 s131%2

0o ¢t Trorhegd Tarmuration Rate

(Per Furmieanon)

Yok e Grade 439 30
o 995,34
o83 533100

NVugleneg de

(Pof Atrarguemian
08310082
O]t Vare

ine pon ptecontaction L b oige agte
(Fer Acceys Viente] 5 1390C0

{Fut Blanoeg Call ~GO)

L0 ata A0 Arcatt Sorpnn nat e

A per query

vertn al Frecture pier query

Local Yranspart (Section 17.2.2)

Faip Pt Acsay

Tanrem Saitetad Trarcportipage 10 2 L 2}

Lare
Satt g
emre

S002247

Caedhifies poge 01}

lame
Same

Sare
SaiTe
Same

Srect Trinbog Tracepare it ¢l ipzge S0 1) et
Sare

Sarmy $3.33

tare 560

Same: Glas LS
et Teyrheg Torrer dion {page 104 1) 2e
Sane

Samre

Sarme

Sare

“Aultilomrg fp-ye 10 1) 23te
Same
are 5500 22
e L9552

Trarspurt Intecr croctine O aega
et Aicweal

Netar (b 8hckiry Charge Ipa AR N ERT

Somre W03

B0 T At> Fage Arroey e rare Ouaeiies [iRoge "8 3} 2ate
LAy PR LY
e S UCe0

r2yute
S QUL
R T

Nolange

Tage

PRIE)

Hutbonge

40002

Notes C Aoy 1 2009
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Marianna & Scenery Hill

Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Martanna & Stenery Wilt Supplements Ro. 2 & 6 - PA PUC Tanit No. 11

NECA TarHf FCC N 5

Current interstate & Proposed Intrastate Access Rate*

Change

1A}

iC} =18} - (A)

Lecal Transport (Section 17.2.1 page 122)

Veice Grade
Twn Wt
Frur Ve

cel

253

Iptoner Nxx Traczlebgr
[Fer LATA vt Merhet Atea)

T30 ned FGO Sorversmn of Muhfreguenny ddviress baprabirg ta

452 5 Eral P ot SN7 Sy palind ta fAcktitn conr g Addresy Selrg

crerrg Chsrge

Lutat Trarspart {Section 17.2.1 page 10}

fnatallyian

425100

Suetciyrney Chorpe.

Soma
e
Sarre
wme
fatre
Siree

[rtorim MXX teanstat er

Nerspethog Lhnge

Sam.e

O era FAD Dueuprsian o Ve egue ey A Sy ihog ta T4

Sgraha g ar NS T g e b ouuepiy Seidon UAARHIY |

LanNQ
HEY vl
$21000
5440 00

Municouer g (e

g Ok

422000

EANIANG]

(-or 14 Trunks Lowertee or Fractior thareot]

racnn thapacf)

301 € Offics, Pee CICY

HERRY]

MAasryutnng Chare

Sume

Trink Aiivat on

11000

Noreceurong Charge
iwre

v e

€lon AN

Sarea

5442 100

seainrp CRargn

Nootrurtng Chargo

V)

S14n0C

Noriney i.g

Hore

Notes Y Asabiuly i, 1009



North Eastern Pennsylvania Telephone Company

Recurring

Switched Access Charges

North Eastern Pennsylvama Telephone ¢

Current Intrastate Access Rate

6 & 9 - PA PUC Tanft No. 11

pany (NEPA) Suppi
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North Eastern Pennsylvania Telephone Company

Non-Recurring Switched Access Charges

Current Intrastate Access Rate

North Eastern P yl Teleph Company (NEPA) Supplements 2, 5,
b & 9 - PA PUC Tariff No. 11

NECA Tariff FCCNo. 5

Current Interstate & Proposed Intrastate Access Rate*
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North Penn Telephone Company
Recurring Switched Access Charges

North Penn Teleph Company Sup

11

Current Intrastate Access Rate
ts No. 2 & 8 - P& PUC Tariff No.

NECA Tariff FCCNo. 5
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North Penn Telephone Company

Non-Recurring Switched Access Charges

< 1

11

North Penn Teleph <

Current Intrastate Access Rate
No. 2 & B - PA PUC Tariff No.

NECA Tariff FCCNo. 5

Current Interstate & Proposed Intrastate Access Rate*
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Palmerton Telephone Company
Recurring Switched Access Charges

Current intrastate Access Rate Current Interstate & Proposed Intrastate Access Rate”
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Palmerton Telephone Company

Non-Recurring Switched Access Charges

Current intrastate Access Rate
Paimerton Telephane Company Supgl No. 4 & 8 - PA PUC Taniff No.

Current Interstate & Praposed Intrastate Access Rate®

NECA Tanff FCC No. 5
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Pennsylvania Telephane Company

Recurring

Switched Access Charges

Current Intrastate Access Rate

Current interstate & Proposed Intrastate Access Rate*
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Pennsylvania Telephone Company

Non-Recurring Switched Access Charges

Current Intrastate Access Rate
B, Ivania Teleph C S No. 2 & 6 - PA PUC Tanff

No. 11

NECA Tarniff FCC No. 5

Current Interstate & Proposed Intrastate Access Rate*
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Pymatuning Independent Telephone Company
Recurring Switched Access Charges

Current Intrastate Access Rate Current interstate & Proposed Intrastate Access Rate*
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Pymatuning Independent Telephone Company

Non-Recurring Switched Access Charges

Current Intrastate Access Rate
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NECA Tanff FCC No. §
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South Canaan Telephone Company

Recurring

Switched Access Charges

Current Intrastate Access Rate
South Canaan Telephane Company

NECA Tariff FCCNo. 5

Current Interstate & Proposed Intrastate Access Rate*

Supplement No. 2 & 8 - PA PUC Tanff No. 11 Change
) 18) (G - 18)- 1A}
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South Canaan Telephone Company
Non-Recurring Switched Access Charges

Current Intrastate Access Rate
South Canaan Telephone Company
Supplement No. 2 & 8 - PA PUC Tariff No. 11

Current Interstate & Proposed Intrastate Access Rate*

NECA Tariff FCCNo. 5

Change

(<) - (8)- {A)
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{A) (8}
Lo¢al Tramsport 1Sectran 17.2.2 page 212} Local Teansport {Section 17.2.1 page 10)
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TDS - Mahanoy & Mahantango

Recurrin,

g Switched Access Charges

Curren® Intrastate Access Rate

TDS - Mahanoy & Mahastango Supplements No. 2 & 6 - PA PUC Tariff No.
11

Current interstate & Proposed Intrastate Access Rate*

NECA Tanff FCC No. 5

Change

{A)

\B}
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TDS - Mahanoy & Mahantango
Non-Recurring Switched Access Charges

Current tntrastate Access Rate
y & Mah > Suppl
11

05 - Mah

No. 2 & 6 - PA PUC Tariff No.

Current Interstate & Proposed Intrastate

NECA Tariff FCCNo. 5

Access Rate*

Change

1A}

1€) = (8] - {A)

Local Transport (Section 17.2 1 page 227)
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TDS - Sugar Valley

Recurring Switched Access Charges

Current intrastate Access Rate

Current Interstate & Proposed Intrastate Access Rate®

TDS - Sugar Valley Supplements No. 2 & 6 - PA PUC Tanff No. 11 NECA Tariff FCC No. § Change
(A) 18} (C) = (8}~ {A)
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TDS - Sugar Valley
Non-Recurring Switched Access Charges

Current Intrastate Access Rate Current Interstate & Praposed Intrastate Access Rate®
TDS - Sugar Valley Supplements Na. 2 & & - PA PUC Tanff No. 11 NECA Turiff FCCNo. S
Change
(A) 18) (€1 = (8) -14)
Lacal Transport (Seatlon 17.2.1 page 242) Local Tramsport {Sectlon 17.2.1 page 37 10)
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Twi Wirs 3 co Sare 2600 LIH90
Tour Wire $leldn Swtres $230 00 IR0
351 5143 00 Sarre $13000 G400
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The Bentleyville Telephone Company - PA
Recurring Switched Access Charges

Current Intrastate Access Rate
Bentleyville Teleghone Comgany - Supplement No. 2 - Telephone - PA
PUC Tariff No. 11

Current Interstate & Proposed Intrastate Access Rate*

NECA Tariff FCC No. 5

Change

(A

(C) = {B) - [A)

Carrier Charge (sritin 12,1, page 31}
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The Bentleyville Telephone Company - PA
Non-Recurring Switched Access Charges

Current Intrastate Access Rate
Bentleyville Telephone Company - Supplement No. 2 - Telephone - PA

Current Interstate & Proposed Intrastate Access Rate*

PUC Tariff No. 11

NECA Tariff FCCNo. S

Change

&)

1B}

1€) - (B] - (A}

tocal Transpart (Section 17.2.1 page 32}
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Venus Telephone Corporation
Recurring Switched Access Charges

Current Intrastate Access Rate

Venus Telephone Carporation - Supplements No. 2 & & - Telephone - PA
PUC Tantt No. 11

Current interstate & Proposed Intrastate Access Rate”

NECA Tariff FCC No. S

Change

{A)

18)

{C) (B]-{&)
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Venus Telephone Corporation

Non-Recurring Switched Access Charges

Current Intrastate Access Rate
Venus Telephone Corporation - Supplements No, 2 & 6 - Telephone - PA
PUC Tantf No. 13

Current Interstate & Proposed Intrastate Access Rate*

NECA Tariff FCCNo. §

Change

(Al

18}

{C) - i8] - {A]

Locs Tramsport {Seatran 17.2.1 page 257}

(lor LRerasLe Faabity)
Venr Groce
Tae Vare
Four Wire
Jul
0s3

ingecirs NYX T

Local Transpart {Sevtion 17.2.1 page 10)

“nron Lt iy Charde

i tallit on NerrgLinog Chaige
Same
Lare
Lare 4450 00
‘are $eoe g
Sarce Lrnoy
Same GeaS0

mtune SxX Tranelat-on Nergecw g fharge

facket drnal

iPac LATA LY

£oC aes OG0 Caryeracr g N

87 Sprabrg i

Sroguercoy Acerss igraleg 1o

Dhpralrgte WO frrn ety Aoaug st W ierg

MNenaegenireng Cherge

Lame fa o0

ZCC ard £33 Coe ool g0 8T

20 2! Modtronercy Acnre

Lialieg or /ST Cpraling o Muliteeclangy Ao eal1g

Nerreo, mna D

L 2er 24 Trunks Ceveried or Fractier traeot) S300e

Manieey g CFarge

ar PESS AV

Tr ek AcGustnin Mot eutang Charge

$21000

12 bre Otfice, ®er CHC) fure

rirecurne g Charge

fame $452 G0
Tlox ot HenrerLinny Crarge
Sarre Nurs

Nope

Hutas, * Ay of July 3, 2001

PN




Windstream
Recurring Switched Access Charges

Current Interstate & Proposed Intrastate Access
Current intrastate Access Rate Rate*
Windstream Pennsylvania Inc. - Tariff PAP.U.C. 8 Windstrearn Telephone System - Tariff FCC No. 6
Change
(A) (B} {C) - (B) - (A}
Carries Charge (Section 17.2.1 page 1)} [Carrier Common Line
PosATLOSE ) 0E, Bet o Taen iNot Allawag] 50 00
|——
e Sace Pe- dermum Mata er 2remum Bate Por
End Office {Section 17.2 page 4] End Dffice [Section 17.2.3 pages 46 ta 47) Accest Hicule Agene M Ayt
Le€ab Santan ng {Or goat ng & Terruras ngl Lace) Swih 38 ICT § noting & Tar wnatg)
tSTanz 1S 5008116 L51ara s 5001024 “
Pramu~ S1'e Per Pramy,m B ate Por [ONP e, B e Par 100
Minute Acgpys Mitytey Acrets Minytes
Inferniat an Surcnarze 4 00CE30 Intar.at an Surchatpe 5 200000 aooallonl
Local Transport (Section 17.2.2 page 2] Lacal Transpart {Section 17.2.2)
Fare Por Accass Fa e Per Aripge
Tardem S icned Transpe N Tanderm Syatcbod Transpert {nages 30 .37 Mate Mrye
Facsity (Pas M.'s) $000225 5 U000 e
Termunal.oa {Fer Terrrinai.cn) S000772 Sane S D524 o
Tandem Switchirg (Par Tandem) $ 100596 Lame 500157 % 00478
Emconce Facd.s es Raie Per Monin Eatrance Faclr us fpages 20 - 23] Pate Rate
(Put F2ruraton) Same
e ee Grads famn
Twa Wie 31863 Sane 51547
Foue \Wire 529.81 Same 52476
2531 Win7 6o Same %113 02 "
Ds3 W1,76% 75 Same $31.033.22
@zt Trunked Tomupony ifackiy) Paia Par Manin Threct: Dinnew? Tronspnet (Faciiyd {pages 23 - 2y) Fatr Rate
(11 Mile} $ane
Youce Grade Samo
Twn Wiea .02 Same S84 ..
Four Wire 592 Same 536 '
0s1 $12 25 Same 1533
o1 Gllanl Samie “e! 65 '
Drrec-Trunwed Terminstion Rate Par Muntn D ract-Trucked Feem nation (poges 273 - 25) Raig Hatw
Per Termunatign] Same
Nowe Grade Same
Twes Wire Seine 511 AL
Four ‘&ae “ame b B
251 Same MR
£53 fame $i326
Mis: olering Raw Par Manth My "p'exerg foage TR] Hate Aare
|Pe? Artangerent) Same
35351 330422 e £1302.10
1351 te Voire ula1 0 Satre 8119 0
(et dloenedd Ca - 130} 4 G076 {Per Blacsed Cait - FGD) NIA NiA
Huattnierena sn Chope Fate Recidininterrna tertg Crage Fate
[Par ACCESS TAnate) 5001918 (Not A o acd)
30388 D v Fase Ateres Cery co Quer e e Y e ROO/ERRISIT Dt Bate Acress Srers re fluer ns [rape de3) Boyiu Eote
LPrr Cuuey)
pasc FEAL Game NI DA 4]
el oatune Sengl LM o152 S CaNg

Naey TAsalley 4, 2009

M oA fydonon,
e AR o

i GrTEN N el 1T

3000 (RS r it B Srame

Commiz1 Magneed %y i N

Lok Aot e e atne 16y

Ve, G
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e et
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Windstream

Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Windstream Pennsytvania Inc. - Taifff PAP.U.C. 8

Current Interstate & Proposed Intrastate Access
Rate*

Windstream Telephone System - Tariff FCC No. 6

Change

{A)

(B)

(C) = (Bl - (A}

Locat Transport (Sectson 17.2.1-2 pages L and 2)

Installs

1Per Tt mance Faciity)
Vo cu Grade
Twe Wae
Faut W.re
051
083

Inter m NXY Traeshat on
(Per Srder)

Care er lder b canion P smed

va ce Grade
Csi
53

(?er 4 Trnks AL vated er Fract na therenl)

FGC a0d FGD $STAME G gna' g Tnurs 1ivoud Canveragr

Thipe

P20 24 Trunks Coverted or Fract cntiereof)

Nonracy oy TRarge

Local Transport [Section 17.2.1 page 15)

biystgttation

STiB 00
S8 00
5249 U0
537000

Manseryce ap Charge

Huame
Same
fame
Lame
e
Lome

Inrer m NXY T anaslaton

w700

Nrmrecering Chaspe

Same

Catreride v hicat o0 Pyrgmneter (CIP)

3.8
4702

52,74156

Mosvauee ag Chyrge

Sarie
fvme

Same

[Tt At vynen

5313

ceryrmag Covge
MNIA

Lame

FOC i) SA0 SSTMF Sega 1o Troni Gegup Comvars gn

Chavge
Same

henrarsinr vy Chage

NeAaracy g racpe

521500
421500
5103 90
3100

w.

frgrrecureng Crarge

MNorrecy, ity CRsrpe

562 00

Nonrecutr ~g( harge

Nanrucyir ng Chazge

4 OR
597.92
$,741.76

Ngararur g Crage

Me Change
NO Chacge
Na Charge

Nearerytana Criege

$117 00

Monracyrery Cnypw

Norreeyrs ~pnpe

$112.00

11200

Sotes * Asofduly §, IC0%

Pagr 2ot 2




Windstream Buffalo Valley - PA
Recurring Switched Access Charges

Current intrastate Access Rate

Windstream Buffalo Valley - Telephone ~ PA PUC Tariff No. 10

NECA Tariff FCC No. 5

Current Interstate & Proposed Intrastate Access Rate*

Change

tA)

(8)

\€] - (B) - (A)

Carrier Charge sectien 17.1.2 page 1)

Per acces 1 re, uernrarte

Carrier Common Line

[Nat Al cwee)

$0Co

End Office {srition 1721 page 5)
Leval Switch ng

irfarmation Suitiarge

G 00385

e Fate P

£egen, Mrutes

% 007560

ica

End Office secrion 17 2.3 page 1)
el hwhr g

INFOrm abior SLremgige

Fepavnn Rate e

Praainm R jte Prc

Bigpas P e

Srgess WMooite

4012218

Promirm Bate Por (000

SE02763

Pror 1 Do Das 101

Acies Mooytes

Aciess M rtes

$ 031100

S Q24540

Local Transport (secion 17.2.7 pages 1 to 4]

Tendemr Switcned Transpor?
Fac oy thae M)
Tserminator (Per Tevmingtaon}

Targem Sw.iching 1€nr Tancem)

Ertrin
|Far Ternmatiing
Verce firade
Two Wire
Four W e
51

[P1%]

D roct-Truneed Tarspot [P0t 1yl
(et Mio)

Wence Geade

0s1

053

Dizat- T and Torminat g
(Per Term rat.o~)

Veege Grade

051

DS3

Mult plex.rg

{Prr Arrangement)
T831cGMl
USltavnce

{Fur Acuess Minuie)

tatwnrl B ock
{FerRleckun Cal

A Cata Fbr e Mg Serve o Qe 18
¥
Vettiogs [eature foe nuery

Wasi e

% L0036
5000783
5000285

.

Bre
PEnT
50076

Local Transport isecton 17.2.2)

Targum swigh

£ Transport tnage 102 1 2)

Samp
Same
Simp

Frirarce Faclbes imyge 10 1)
Same
saTe
SaTe
Sare
Samre
Symn

D regt-Try thay Tracepart IFachty] tieage 10 3

Ya.re

Same
Sam»
Same

Direct-fro-cog Forvinytin faige 10 1L

Same
Same
Sarme
SaTr

Mot o e.og {poge 10 1)
Sane

Same

Sare

[rarcpoe Intecrocaad e Chsrge
(Mot Al Lwea)

Netwark Rlort g Chyegn inzpe 102 ] 2

“nme

206 Qs s Boaswe Ace iy Nervie Glerws Gy age 10 3}

Same

Sama

P3te Pac dcenng

93t Par dccngy

M
L 00203
5.061C55
B OUITIS

Hire

pore

AT
U IKGST
T0CETY
5002359

Qe

LR

Notas " Al fuiy 3, 0009

e rranep et at ar, ATS 1 rxCOUR e m el 0t ey oo gl

rorpir vy AL G Phe e i bee S i C053 Se TG ES f 7 B b Ot st o Lo

RTLCE RIS

Fogee bl I

e ntergTate vt MR T inposes gl s

r

x e, Coupenn i e,
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Windstream Buffalo Valley - PA
Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Windstream Buffalo Valley - Telephone — PA PUC Tariff No. 10

NECA Tariff FCC No. S

Current Interstate & Proposed Intrastate Access Rate*

Change

(&)

(B}

1€} - 18] - 1A}

Local Transport {Section 17.2.1 page 17-2)

Installahion
(Pt Ertrance Faaity)

Vo e Crade

Twa W e
Four Ware
joH
D83
Ldee ir NXX T1anstat-Of

(Fvr LATA ar Myraet Avdj

Fone

~d EGI Coryare ar 4 M

rec ey Aneass S prairg to

88T Erasng 00557 SACL TR o M treg . eTcy A

5 padiog
1Pee 24 Truris Cove o or Fractior therear)

Tr. s AQivat s
(Far 24 Taurns Activabrd of Feact-ar therewf - son 6 4.1 8)

Tlox ANY

1t-er €nd OMire, Far CIC)

NQreeerr ry Cherne

Local Teansport (Section 17,2.1 page 10)

(nstalfation

Mpnencn e g £ grpe

Come

Sare
Same
Sarre

fame

Same

Later v MXY Trynslar on

$T3 82

i cpesre cp Gn e

Same

FGL2m: EGD Comies 2m 07 Mint gy Ade-9$s S gnan g tn 587

5 acabkag or 457 S prriapto Mu thragueriy Mitderss 4 poaiing

S0 DY

Mowran i e g Cuaife

Jame

Trick Setyaton

wagGo

Nuneergreing Chanym

hume

Fioy ANE

Nare

Sumre

Nastecucorp Chyre

Nontaurrag G

e

-

Norracyri rg Cl-irze

Nemrequrnes Charge

322060

NCeCl TR U NarFe

Sis1.18

Uontaryinme Crarge

%442.00

fmanpat ng Chaipe

R ENRT ]

e e € a2

Sl 0

Nieraciuer vg Chare

521620

Narsesrnog CF ppe

Nere

Notes. * ascfiuely 1, 20CY

e g




Windstream Conestoga, Inc. - PA
Recurring Switched Access Charges

Current Intrastate Access Rate

Windstream Conestoga, In¢. - PA PUC Tariff No. 13

Current Interstate & Proposed Intrastate Access Rate*

NECA Tariff FCC No. 5

Change

ia)

iB)

(C) = (8] - (A)

Carrier Charge medtion 12,13 page 1}

Por ACLess e, ot

Carrier Common Line

LNt A towes)

End Office tseivan 17 2.3 paar 51
texal Sw.tee o

Tl Suih i @

{End Office (secnion 12.2.3 page 11

Araapen, 09 ate Per

b Bt Var

Ag.ess Vi nte

Bueaet Mcete

4 0Ce329

Peasr r O3te for 10

Acese Mt

Sare 016522
Prprs it Fate Pue 104)
Aueetr Mrytos
“ame 503200

4 0IC6P5

Tandem “witchad I7ansport
Facdty (Per 30 1)
Termuratiae iPer 160117 3nn)

{aruem bwitch rg

frtrynie bar it es

{Prs Ter mrat or)

Vowe Brade
Two W.re
FoL Wee

ES1

033

[Lrort-Triebng Transpor fFse ey}

Per M}

Vangr Grase

LSy

(%)

Oueect Trpbig Tosrme 23t a2
(Pyt Ter= rat ong

YO e Grade

DSl

us3

M
{Per dr-gn ement)
oh3re NST
DultoVoue

o D arcan saniCr Lhane

[Prr Arcirss Miute)

Mot

it BIGEh g N IEE
{PEr B otaen Catf - 160)

HUG Data i
tosic por gLeny
vertwal Froly e pipl tuery

Artesy ety ep €
Ve Arteny iy f

Local Transport sectan 17 3 2 pasrs 3104k

RBita Bar Avcase
Moy ta
50001
3100803
401825

bae

€313 30
5120 96

il
S LS.

Bt
5430

“ate
048
nnd

oo

Local Transport setea 17223

Pate Por Avyway

Rare Pac Airecs

Turgeimn Suaterae Tonsnoat {sape W02 0 N Mrute

car e 5 CO03
Same 5 402LS
Tame GaN2744

Eotrarce Mo "tesfsne 10 1)
Same
vame

Sare

i
Same
Lame

s Toarepar Faciityl {rage 16 L Fute
5352
5i6 70
€145 55
Ceet-Trcepd T2 snatenipage i0 1) Pite
bure
Same
Same
Same
M toherp feage 112 Rate
Sume
SaTe LIO6 42
fare 510,62
113 gt ‘rtumcoerect or Carge dare
[Not Adow ed) 5 cocuLn
Networs Qs g Craepe o e 10 03 0 Pare
fems 4C1i9n

200 Cat ) Buce Acgess “pryes (e ec frape |

Saite

came

Meuta
¢ G027
300016
0919

Qste

42638
14772
$iI7 10

37148

Pate

Nites, * Ayt Jay b, 57409

[ISR Attt R I

PGt e 1 RS IR AR

Wttt e AT ot

Dttt el s Gy v ey, o gl

AR ST IR R L

ety gttt SO e 0Ty

woempla, Coitern

rpecan (Lad Mubwaors F0onec Lo et

4G Cheeatate i Win o PRat trr y e enlgthe nnrrcne gt
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Windstream Conestoga, Inc. - PA

Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Windstream Conestoga, Inc. - PA PUC Tariff No. 13

NECA Tariff FCCNo. S

Current Interstate & Proposed Intrastate Access Rate*

Change

(A}

(8)

1€ < 1B} - (A]

{rstallation
{Per Eotiane Fa ty)
Yuwe Craie
Tvry Wit
Four Wire
081
0s2

Iptpe ~ N ¥ [rqpelar an

[rer LATA pe 3Matent Arng)

Local Transport (Section 17.2.1 page 2}

FGL 0on FGD Convars or ot My 2 ireguaary Aderess S pesirp ta

5T S itg or SST enal g re Alulhiragueccy Andiess

SELSNOP

Teors Actvaton

Ay AN{

{Fer End Oftan, Por CI

(Per 24 Trunks Conerted ar FOahon Hiveegly

(P2r 23 Truaks Actaates or Fract on toeree! - see h 3.1 8)

Norrecrr rp Chngte

5161 U0
SIEL 00
518100
5499 00

Nor-ecuLet g £argn
i3tan

No~ aruo rgUrarge
3260 60

Monezenrreg Charge
2240 00

Noararure mg Clhagte
Naore

Local Transport |Sectson 17.2.1 page 10)

Same
Same
Same
Larre
‘ame
S Te
Sarre

Same
Seme

Samre
Samre

Same
Same

Sarme

Sare

Ners e eg vt rge

Negraocer st g ze

53300C
L4458 00

Merrecurring Cliarge

ad9 10
49
4900

Hontacuar g Thaipe

L2000

Na -recurer rp Charge

13900

Nowrarns o2 Chrre

504700

Soeckcurt ap Charpe

515900

Nuripeurnrpg Chagte

tlonragyee op Gharge

Nore

None

Nctes: * As at Cecemzer 7, 2209

B ol 2




Windstream Denver & €phrata - PA
Recurring Switched Access Charges

Current Intrastate Access Rate

Windstream Denver & Ephrata - PA PUC Tariff No. 19

Current Interstate & Proposed Intrastate Access Rate*

NECA Tariff FCC No. 5

Change

Loty Swateklrg

Irferm slion Surctarge

Pramam Rt Ber 11W)
Arepsy N ~ytay

5017201

Local Switimng

11570

Irfermal or Surcrage

(A} {8) \C) = {B) - {A)
Carrier Charge sectun 1701 page Ul Carrier Commaon Line
Pe- dutert e, Ser merie 5404 {Nol Al owed) 6nNa t
Bepo e B yra Par drom i Rste Per
End OHice (section 13.2.3 page %) Acurys b aute End Office (wrction 17 2.3 page 11 Soress M oute Ao pey Mt

5016522

Bromanm Rate Per jEOFErpam Kate Pur 160

Acgess Minytas

Acrers Mrvutay

5C12:00

5020520

Local Transpart (seition 37 2 2 puxes 2tad)

P3te i Argasy

Local Transport (seon 17 2.2)

B3te Far Arcesy

24t2 Per ducesy

Lie Targdem Sytchen Transpart tnapn 16212 Mante Miute
k3 ty {Fer M} L0079 “ame 5ArG03 L G0C02e
Taemimat o 1Per {arminat o] S ONYRR0 Gaine 5001085 5 CHILTS

cdem Switirog (Per Tandere) $un12a8 Sare 5002744 5 100876
Ertignre Lndit v 24te Ertigcce Favthies 1ndge 10 1) “ate Rate
{Por Terr.oetiar) Same

Vo ce Grade Sare
Two Ware 52347 tamre €49 56 w608
Fonr W.re 337 54 Sarre 577130 476
ast 511826 Same 54389 $125 63
053 S1LIT1EY Seme 52,706 86 H85% 53
D epit-Trur<ed Trarspaet (F3city) Rare D rect-Tn~apg Tranagoet (530 ity) 15 ige 10 1) Pate Yta
|Par Nee) Sarre
ete Grage G168 4oma 5353 n18%
23 51290 Sara Sis7a 5398
<53 PEL D] Sama 5314555 35742
Daract- Ty eng Term nat.an Rute Diepit-Trickond Toom vatan 33ge 10 ] 1) Qite Rate
|Per Termnat or) Sarre
Vore Grice Sio 20 Same %3548 51868
361 3 Same SPB 9 R Y
0s3 35158 Sama U4556.7 2205 1%
it op Bate IMLItp exig tpage 102 Rate fpte
(Par Areirgaarert) Sarrie
£53te Us1 sy Same S06 42 518120
DSito Ve L1247 Sane T195 52 L 08
irurigart Ireorprret na (0 rpe Bite Trarcparticterennei g Chirte Pate fre
(Per Access Minute) SONSS1? (NCt A" cwe e} < O0N00
Networy iorkoig on e Rate Network Bingbing © arge Crage 1021 0] Fate Bt
{Per Bt o I GD) 531550 S me 501380
200 Nyt Rase Arians Torprs Quer o Patg 200 0.1t3 Bate ArcosiNetue uer i [pipe 1716 3) Pate
Bus r pRe Gasry 5 CSE Same SLGGh
Vert gdb beature pet quiry P T Lame 0060 % G006
Neles © At )iy b, a0
A srvees nclading for cvample, Lo on Chares Synalorg Network Senrec on Opecaan Toedes Servee_ara 3aectory A taera S1GF

I e arronrsg dlsto gt oa, ALGT avondec enrtam e e
LOCLITTANEL 1 B T 1 e a bt TR M sy etyles U it

SLboAgadeetan bres e tstate Vil ATHT oray

ELETRES I

sl s et

Al atee

LN B0t (re «0Iritale and bt dbe Jur s it 0m g tn gt THey TH sl puly Mo

At e e o ert teveig

10 En s alert (e e

3l are
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Windstream Denver & Ephrata - PA
Non-Recurring Switched Access Charges

Current Intrastate Access Rate

Windstream Denver & Ephrata - PA PUC Tariff No. 19

Current Interstate & Proposed Intrastate Access Rate®

NECA Tariff FCC No. 5

Change

{A}

[

(C) = i8] - (A}

Local Transport (Section 17.2.1 page 2)

(Par Eirance Fac lty)
Voo Crace
Two W
For WWere
051
D$3

IFer LATA 07 Market Aiea)

FUC ard FAD Covarr e ol My hirecy

g Adiiess Sgralingte

TS ERIrE ar SST S pny e i ML rm ey Adies

jraheg

e 2 Teurks Coverted o frartcn trareol}

Trumy AC

IC

('er 29 [runks Attiyatec or Fractar theragf - cen B 4,1 8}

Flox 4041
(et E-ut Qi Par CICY

MO bt ety

Lacal Transport (Section 17.2.1 page 10}

[ovtllation

516100
L6l 0
SiB100
S99 10

NOC gy foeg 1y

Same
Sare
Sare
Same
Lare
i

Irter.v N¥X T-ansyter

58100

Hrenregurneg Uhyepe

ST e

FGCgnd FADMorvarsor ot A Nimnp oy Bedoass Spmaling 1y 57

Sgcabrnorth? S Ersieg te tAu ticequaroy Acdeess Sipe g

Ngrepoa s muirge

547000
535000
£230300
445 00

Nevregurorg flva gy

Nanragy,er g Chane

5249.00
528900
53000

MQrrRcL g Ve

S/

Morragursing Cisgrps

2i30-K

Nonoawurrng € rpa

S0 00

Hortaryre spCngice

ST

Truek Actwiten:

524400

M

r+ g Cmyipe

Saite

Flev ANL

Hyre

Same

12450

Nozrmtirong Crarge

18200

Nonreturr e 3000

L4594 1)

Norrerur o Charpe

521000

Npnrasucagirarge

Nace

lau Criange

Nutes *aAs of July §, 1039

RN




Yukon-Waltz Telephone Company
Recurring Switched Access Charges

Yukon-Waltz Teleph Company Supp

Current Intrastate Access Rate

<« No.2 & 6 - Telephone - PA

PUC Taniff No. 11

Current interstate & Proposed Intrastate Access Rate”

NECA Taaff FCCNe. 5

Change

14)

18)

i€} = (8) - (A)

Carrier Charge {Section 37.1.1 page 271)

IRNIRRTNA TR HT S

5118

Carrer Common Line

INLT Slluwed} SN0

£nd Office {Ssition 17.2.3 page 275}
“uesh

Lvatilnng

nforratne Surcharge

Depmirt 1t 300 Myt
S s N

Suiniag

Arsun v B ate Ter

targen
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Yukon-Waltz Telephone Company
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CenturyLink - PA

Recurring Switched Access Charges
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Centurylink - PA

Non-Recurring Switched Access Charges

Current Intrastate Access Rate* Current Interstate & Proposed intrastate Access Rate* Change
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AGENDA DATE: 1/20/10
AGENDA ITEM: 4A

STATE OF NEW JERSEY
Board of Public Utilities
Two Gateway Center
Newark, NJ 07102
wWWwW.nj.qoviboul

IN THE MATTER OF THE BOARD'S INVESTIGATION
AND REVIEW OFf LOCAL EXCHANGE CARRIER
INTRASTATE EXCHANGE ACCESS RATES

TELECOMMUNICATIONS

ORDER

DOCKET NO. TX08090830

(SERVICE LIST ATTACHED)

William E. Mosca, Jr., Esq. and Murray Bevan, £sq., Bevan, Mosca, Guiditta & Zarillo, PC, for
AT&T Communications of New Jersey LP and its Certificated Affiliates, Watchung, New Jersey
07069

Jeanne Stockman, Esq. and Sue Benedek, Esq. for United Telephone Company of New
Jersey, Inc. f/d/b/a Embarq, d/b/a CenturylLink, Harrisburg, PA 17101

Colleen A. Foley, Esq., Saul Ewing LLP, for Embarq, Newark NJ 07101
Richard Chapkis, Esq., for Verizon New Jersey, Inc., Newark, NJ 07102

Martin Rothfelder, Esq., Rothfelder Stern. ‘or Monmouth Telephone and Telegraph, RNK, and
Warwick Valley Telephone Company, Westfield, New Jersey 07090

Benjamin Aron, Esq. and Kenneth Schifman, Esq., for Sprint Communications Company LP,
Sprint Spectrum, LP and Nextel of New York, Inc., Reston, Virginia 20191

James Meyer, Esq., Riker Danzig, Scherer, Hyland & Perretti, LLP, for Sprint Communications
Company, L.P., Morristown, New Jersey 07090

Eric Krathwohi, Esq., Rich May a Professional Corp., for One Communications, PAETEC
Communications, Inc. US LEC of Pennsylvania, LLC, Level3 Communications. LLC and XO
Communications Services, Inc. Boston, Massachusetts 02110



Christopher White, Esq., for the Department of the Public Advocate, Division of Rate Counsel,
Newark, New Jersey 07101

Kerri Kirschbaum and Alex Moreau, Deputy Attorneys General, for the Staff of the Board of
Public Utilities, Newark. New Jersey 07101

Michael Pryor and Stefanie Zalewski Desai, Mintz, Levin, Cohn, Ferris, Glovsky and Popeo,
PC., for the New Jersey Cable Telecommunications Association, Washington. DC. 20004

BY THE BOARD:

At its October 3, 2008 Agenda Meeting, the Board of Public Utilities ("Board” or "BPU"),
in recognition of requests by certain telecommunications providers in the State, ordered the
initiation of an investigation into Local Exchange Carrier ("LEC") Intrastate Exchange Access
Rates (“Intrastate Access Rates"). Specifically, in its Order dated October 6, 2008, the Board
noted that since Intrastate Access Rates were first established by the Board in 1984, there have
been limited changes to the structure and level of these rates. Since the implementation of
Intrastate Access Rates and in light of the advent of local competitive alternatives, there are
now a significant number of competitive local exchange carriers (*CLECs") with intrastate
access tariffs on file with the Board, in addition to the access tariffs of the incumbent local
exchange carriers (“ILECs"), many of which have varying Intrastate Access Rates. This Order
memorializes the Board’s determination with regard to the structure and level of Intrastate
Access Rates.

Procedural History

Pursuant to the Board’s October 6, 2008 Order, Board Staff and the Division of Law
convened a pre-hearing conference to allow interested parties an opportunity to present
positions on the issues involved, the nature of the proceeding, and the schedule for discovery,
hearings and briefings. The pre-hearing conference was held on October 29, 2008 after notice
was sent to the telecommunications companies operating in the State. Interested parties
submitted proposed schedules, statements of the case and other refevant information. Entities
were also directed to submit pro hac vice motions and motions to intervene and/or participate by
a certain deadline.

On December 18, 2008, the Board issued a Pre-Hearing Order ("Pre-Hearing Order")
that set forth the issues to be resolved and the procedural schedule. The Pre-Hearing Order
also granted eight motions to intervene and five motions for participant status. Mations for
intervention were granted to: United Telephone of New Jersey, Inc. d/b/a CenturyLink (f/d/b/a
Embarq) ("Embarq")'; Verizon New Jersey Inc. ("Verizon"); Sprint Communications Company,
L.P., Sprint Spectrum, L.P. and Nextel of New York, Inc. (collectively, “Sprint");AT&T
Communications of New Jersey, TCG Pittsburgh, Inc and TCG New York, Inc. (collectively,
"AT&T"): Department of the Public Advocate, Division of Rate Counsel (“Rate Counsel”); and
One Communications, PAETEC Communications, Inc. of Pennsylvania, LLC, Level 3
Communications LLC and XO Communications Services, Inc. {collectively, "Joint CLECs").
Motions for participation were granted to Monmouth Telephone and Telegraph, inc.
("Monmouth”), New Jersey Cabie Telecommunications Association (*"NJCTA"), Cavalier

" On or about October 2009, Embarg changed its designation to d/b/a CenturyLink. However, for
purposes of convenience, this Order will use the Embarq designation,
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Telephone, RNK Communications and Warwick Valley Telephone Company ("WVTC"). The
Order designated Commissioner Elizabeth Randall as the designated presiding officer. Finatly,
the Pre-Hearing Order provided a schedule for the filing of testimony and discovery. Direct
Testimony was scheduied to be submitted on February 13, 2009, Reply Testimony on April 20,
2009, and Rebuttal Testimony on June 22, 2009. In an Order dated January 14, 2009,
Commissioner Randall granted Monmouth's request to change its status to an intervener, and .
granted several pro hac vice motions.

On February 19, 2009, the Joint CLECs filed a letter requesting an extension to the
discovery schedule previously set by the Board, claiming Verizon, in supplying its initial
testimony, produced only six of nine CD-ROMs, citing third-party confidentiality issues. The
Joint CLECs asserted the need for additional time to generate discovery requests, and asked
for a deadline of two weeks following the submission of CD-ROMs by Verizon. Commissioner
Randall ordered that the parties be permitted to propound discovery within 10 days of receipt of
the missing CD-ROMs in an Order dated February 23, 2009.

By letter dated March 12, 2009, Rate Counsel filed a Motion to Extend Discovery, which
sought to extend the discovery deadline concerning the right to propound additional discovery
on the cost model CD-ROMSs obtained from Verizon New Jersey on March 2 and 3, 2009,
pursuant to the February 23, 2009 Order. By letter dated March 13, 2009, AT&T concurred with
Rate Counsel and requested that the Board grant Rate Counsel's motion. On March 23, 2009,
Verizon filed a letter opposing Rate Counsel's motion to extend discovery on Verizon's cost
model. Rate Counsel filed its reply to Verizon's oppasition on March 25, 2009. In an Order
dated April 6, 2009, Commissioner Randall held that Verizon had sufficiently complied with her
February 23'? Order and additional time for discovery was unwarranted. As for the claims
concerning the difficulties experienced when attempting to review, manipulate and understand
the Verizon cost model, Commissioner Randall held that technical issues be addressed through
Verizon's technical support staff. With respect to the request of Rate Counsel that Verizon be
directed to provide a "stand-alone” version of the cost model, Commissioner Randall held that
the question was not ripe and denied the motion.

On July 7, 2009, Embarq filed a Motion for an extension of time to respond to discovery
requests related to rebuttal testimony filed by the parties. The date set for discovery requests
related to rebuttal testimony was July 13, 2009, and Embarq sought an extension of time of one
week, setting the date at July 20, 2009. Based upon the lack of opposition and the foundation
for the request, the motion to modify the schedule was granted by Commissioner Randall.

On August 4. 2009, a second pre-hearing conference was held at the Board's Newark
office. Representatives from participating and intervening parties attended the conference,
which centered on discussions to streamiine the evidentiary process in this case. To that end,
the parties agreed on a number of issues dealing with marking and introduction of evidence, but
left open the questions of the order of testimony and the ability to submit discovery responses to
the discretion of the Commissioner. Based upon those agreements, and the open questions,
Commissioner Randall amended the previously issued scheduling Order.

On August 13, 2009, the Joint CLECs filed a Motion to Compel ATAT, to provide further
responses to certain Discovery Requests JCLEC-AT&T-1(a), JCLEC-AT&T-1(d) and JCLEC-
AT&T-3. According to the Motion, the information the Joint CLECs' sought was directly relevant
to the case and the Joint CLECs argued that the information sought has already been compiled
by AT&T and that providing the information to the Joint CLECs would be a minimal burden.
Furthermore, the Joint CLECs argued that its Motion to Compe! was tailored to ensure that the
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information sought is relevant to AT&T's testimony in this matter, is reasonable in scope, is
crucial to the proceedings, and is consistent with the provisions of N.J.A.C. 1:1-10.1(c). By letter
dated August 18, 2009, AT&T opposed the Joint CLEC Motion to Compel, claiming that the
requests were untimely, overly broad, unduly burdensome, irrelevant and non-probative. AT&T
claimed that voluminous information was already provided and there was no credible basis for
the motion. Accordingly, AT&T sought that the motion be denied in its entirety. On August 21,
2009, the Joint CLECs filed a reply to AT&T's response to their Motion to Compel.
Commissioner Randall denied the Joint CLECs Motion to Compel in its entirety for in an Order
dated September 10, 2009.

On September 8, 2009. Embarq filed a Motion in Limine requesting that the Board not
admit into the record certain discovery responses. Additionally, on September 9, 2009,
Monmouth filed a Motion in Limine requesting that the Board exclude from the record the
response to its discovery request Monmouth 3-1(b). Both motions were filed with the Board
pursuant to an Amended Pre-Hearing Order setting forth a schedule providing for the filing of a
list of proposed documents to be pre-submitted into evidence and for the filing of Motions in
Limine and responses challenging the proposed evidentiary lists. Each motion was opposed by
other parties in the case. Upon review and consideration of the motions and the responses,
Commissioner Randall held that the discovery responses at issue in the Motions in Limine filed
by Embarg and Monmouth, respectively, were relevant to the proceeding and should be
admitted into the record. Accordingly, by Order dated September 11, 2009, Commissioner
Randall denied both Monmouth and Embarg’s Motion in Limine in their entirety.

The Board held evidentiary hearings before Commissioner Randall in Newark on
September 15 and 17 and on October 19 and 20, 2009. Initial and Reply Briefs were submitted
on November 13 and December 4, 2009 respectively.

Summary of the Positions of the Parties

Verizon

In its initial brief, Verizon proposes that the Board adopt a two-step approach by first
leveling the playing field by capping the intrastate switched access rates of all local exchange
carriers at the rates currently authorized for Verizon NJ. Verizon argues that its switched
access rate is a reasonable benchmark because it has been subject to more scrutiny than any
other carrier and ts in the mainstream of switched access rates both in New Jersey and across
the country. The Company avers that a universal benchmark would immediately increase
economic efficiency and benefit New Jersey consumers. VNJ IB at 1-2. As a second step, and
only after evaluating the market-disciplining effect of establishing a reasonable benchmark
based on Verizon NJ's access rate, the Company believes that the Board could consider
reducing the uniform benchmark, but only if the Board were at the same time to eliminate the
Company's carrier of last resort obligations and grant more pricing flexibility. id. at 2.

Furthermore, Verizon argues that no evidence exists to support the idea that an
immediate massive reduction in the intrastate access rates is critical for New Jersey's
telecommunications consumers, because Verizon's residential basic exchange rates remain
among the lowest in the nation and that it continues to invest hundreds of millions of dollars in
its network to upgrade it from a traditional copper network to an advanced fiber optic network,
even though it has lost a substantial number of access lines to competition. Based upon these
circumstances, Verizon concludes that its intrastate switched access rates are not
unreasonable, and that ail other carriers should have their rates reduced immediately to ensure
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competitive intrastate toll pricing. Id.at 1. Moreover, according to Verizon, a benchmark at the
level of Verizon's rates would be a simple and effective means to quickly move the most
excessive switched access rates in New Jersey to more efficient levels by promoting equity and
competitive parity as well as to reduce market distortions by prompting carriers with the highest
access rates to recover more of their network costs from their own customers, rather than from
other carriers and their customers through access rates. Id.at 7.

Verizon further states that when ordering CLECs to mirror the interstate switched access
rates of the ILECs with which they compete, the Federal Communications Commission ("FCC")
explained that a benchmark approach to switched access regulation is both administratively
efficient and goad policy. Verizon asserts that the FCC's benchmark rule was prompted by
“persistent” concerns that CLEC access rates varied dramatically and were frequently well
above the rates charged by ILECs operating in the same area, just as in New Jersey. In further
support of its benchmark position, Verizon argues that its intrastate access rate is close to the
median rate in New Jersey and is in line with other states. |d. at 9-10.

Verizon assails the Joint CLECs for arguing that they should be exempted from switched
access regulation by arguing that intrastate switched access is competitive. Id. at 10-11.
Verizon contends that the Joint CLECs theory that competition for CLEC retail customers will
discipline CLECs’ switched access rates over some indeterminate long run ignores the
marketplace reality that carriers compete with each other for customers by offering the best
retail price for a service. End-users care only about what they have to pay their chosen
supplier. not what that supplier may be charging others for switched access service. In fact,
argues Verizon, a CLEC that wishes to avoid losing customers will have the incentive to
maintain high switched access rates so it can make up for revenues lost from reducing its retail
rates to win or keep customers. Id. at 11.

Verizon further contends that the CLECs in this proceeding also argue that their
switched access rates may be justified by higher costs. Verizon states that even if it were true
that some CLECs have higher switched access costs than ILECs, {it would be irrelevant
because no basis exists for regulators to permit CLECs to subsidize an inefficient cost structure
by charging excessive switched access rates. tbid. According to Verizon, CLECs should
compete on the same playing field as the ILECs (i.e., without the artificial competitive advantage
of higher switched access rates), and there is no evidence that CLECs have been unable to
compete with ILECs in the wake of the FCC's CLEC Rate Cap Order requiring them to mirror
ILEC interstate rates. Verizon adds that as witnesses for Verizon, AT&T, and Rate Counsel
have explained, the CLECs cost studies in this proceeding have fundamental flaws that
exaggerate their switched access costs. |d. at 11-12.

Verizon argues that Embarq should be allowed additional pricing flexibility if its intrastate
access rates are reduced to the benchmark level of Verizon's rates. Verizon asserts that such
pricing flexibility would ensure that Embarq can compete on a level playing field with Verizon NJ
and other LECs. id. at 13. However, Verizon contends that Embarq does not want additional
pricing flexibility, but instead seeks the creation of a state universal service fund ("USF") with
which to recover its network costs. Accordingly, Verizon asks the Board to reject Embarg's
request, because based on sound regulatory principles, Embarg has a right only to a
reasonable opportunity to recover its prudently incurred costs. |bid. Verizon also counters
Embarq's position that its loop costs should be included in its costs for switched access.
Verizon argues that such costs should not be attributable to switched access service because it
is well established that it is improper to include loop costs in the total service long run
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incremental cost ("TSLRIC") of switched access services because loop costs are not caused by
usage-based services, such as intrastate switched access. Id. at 13-14.

Verizon contends that its {ntrastate Access Rates allows it to maintain the affordable
basic exchange rates set by the Board and provide basic local service at below cost rates.
Accordingly, Verizon argues that if the Board were to determine that a reasonable benchmark is
lower than Verizon's intrastate access rate, the Board must permit it to collect more of its
network costs from its own end-users and removing the legacy regulatory obligations supported
by access charges. Verizon further argues that the Board has consciously set Verizon's
Intrastate Access Rates to provide a contribution to local retail service. In support of its
argument, Verizon cites to the Board's PAR-1 and PAR-2 Orders. Id. at 16.

Moreover, Verizon argues that evidence in the present case shows that revenues from
Verizon's basic exchange service are not sufficient to cover the total costs to provide the
service. According to Verizon, its rate-regulated services earn revenue substantially lower than
its costs for providing the services, therefore, the Board cannot reduce Verizon NJ's intrastate
switched access rates without simuitaneously providing Verizon NJ the ability to offset such a
reduction with greater pricing flexibility for its other rate-regulated services and without
simultaneously eliminating the legacy regulatory obligations supported by access charges that
still burden Verizon notwithstanding that Verizon now operates in a hyper-competitive
communications market. Id. at 17.

According to Verizon, reducing its Intrastate Access Rates without considering the
effects on Verizon's other rate regulated services would result in unjust and unreasonable rates.
Id.at 19. Verizon argues that under New Jersey law, rates for services classified by the Board as
“non-competitive” must be “just and reasonable,” and since the introduction of the “competitive”
and “non-competitive” service classifications in 1987, the Board has monitored the
reasonableness of rates for services classified as non-competitive by evaluating the aggregate
revenues and costs for those services. In Verizon's view, the rates of rate-regulated services,
as a whole, must allow Verizon an opportunity to earn revenues sufficient to cover total costs
associated with providing these services. If the Board considers reducing any of Verizon's
rates for rate-regulated services, including intrastate access rates, the Board must evaluate and
understand the effect that reduction will have on Verizon's opportunity to earn sufficient
revenues to recover its total costs for its rate regulated services. Id. at 19-20. Verizon argues
that requiring it to subsidize its reguiated services with revenue from competitive services would
violate New Jersey law. Id. at 20. Verizon further adds that the arguments from Sprint and
Rate Counsel, and to a lesser extent, AT&T. that long distance. broadband, an expansive list of
custom calling features, and video services provide revenues that can be used by ILECs to
recover their full basic network connection costs are incorrect. Id. at 20.

Verizon adds that in issuing the ILEC Reclassification Order,? the Board did not
anticipate and accommodate any specific level of future rate reductions in the retail
reclassification case. |bid. Moreover, Verizon argues that even if it were able to immediately
take advantage of the full extent of pricing flexibility approved in the ILEC Reclassification
Order, which it is prohibited from doing until October 2010, Verizon has shown that the total

“ I/M/O the Board Investigation Regarding the Reclassification of Incumbent Local Exchange Carrier
(ILEC) Services as Competitive; I/M/O the Application of United Telephone Company of New Jersey, Inc.
d/bla Embarg for Approval of a Plan for Alternative Requlation, BPU Docket Nos, TX07110873 and
T0O08060451 (August 20, 2008); ("ILEC Reclassification Order.”).
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costs for Residential Basic Exchange Service ("RBES") would still exceed RBES revenues.
Thus, Verizon concludes that there is no way that the additional revenue that Verizon may
derive from last year's ILEC reclassification proceeding can be considered as having “set the
stage” for reducing Verizon NJ's intrastate access rates. id. at 23.

Verizon also requests the Board to ignore AT&T's assertions regarding policies and
experiences of other states. According to Verizon, AT&T’s witnesses attempt to create the
impression that there is a trend among state public utility commission towards ordering the type
of reform AT&T advocates. Id. at 27. Verizon points out what it perceives as fundamental
flaws with AT&T's assertion. As an initial matter, AT&T misrepresents what many other state
commissions have done by suggesting, for example, that Texas is a “mirroring state” while
unable to produce a statute, order, or any other authority that requires any company in Texas to
mirror its interstate rate. Similarly, Verizon argues that some of the other parties misrepresent
its advocacy elsewhere. Verizon contends that it consistently advocates the same benchmark
policy it advocates here — that the rate of the ILEC that has undergone the most scrutiny should
be used as the benchmark rate for all telephore companies. Id. at 28-29.

in its Reply Brief, Verizon contends that no other party credibly rebutted Verizon's
position that its proposal is pro-consumer and fair to all carriers. Verizon also argues that
reducing excessive access rates to a reasonable benchmark will also curb the opportunities for
fraud and arbitrage that arise from undue rate disparities among carriers. Verizon adds that
disproportionately high access charges provide an incentive for carriers to stimulate artificial
demand for access services in order to increase their own revenues and profits, which is
commonly known as “traffic pumping.” In this scenario, according to Verizon, a LEC
collaborates with a non-LEC entity that advertises “free” international calling, aduit content
calling, or other such “free” services to generate access minutes—and terminating access
fees—for the LEC. The LEC, according to Verizon, then gives the non-LEC firm kickbacks of a
portion of the terminating switched access fees carriers pay to the LEC. The LEC thus exploits
its high access rates at the expense of the carriers compelled to send long-distance calls to the
LEC's network. VZ RB at 5-6.

Verizon also counters the arguments posed by the Joint CLECs and Embarq that
excessive access rates may be justified by their higher costs. Id. at 9. Verizon contends that
nothing in the record supports the conclusion that Embarg and the Joint CLECs costs are more
than those of Verizon to provide switched access service. Verizon reiterates its previous
argument that even if the Board were to determine that Embarq or the Joint CLECs actually had
higher costs than Verizon, the Board should not subsidize an inefficient cost structure by
allowing Embarg or the Joint CLECs to charge excessive rates for a non-competitive service.
Moreover, Verizon states that the purpose of ragulation is to mimic the effects of competition,
and, in competitive markets, higher cost firms typically are not rewarded for inefficiency with
higher prices. Id. at 10.

Furthermore, Verizon argues that the Joint CLECs position that the market for switched
access services is competitive is incorrect because regulation prohibits the originating carrier
from blocking calls to a CLEC with high access rates, and the originating carrier does not have a
choice of terminating carriers the originating carrier must pay the switched access rate set by
the terminating carrier. Verizon, AT&T, Sprint, and Rate Counsel all have presented evidence
of other regulatory decisions supporting the fact that CLEC access services are not subject to
sufficient competitive discipline because regulation prohibits one carrier from refusing to deliver
traffic to another carrier with disproportionately high access rates. Moreover, claims Verizon,
the FCC and state commissions have rejected the Joint CLECs argument repeatedly. and no
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state commission that has investigated the issue has declined to constrain CLEC intrastate
access rates. Id. at 10.

In its Reply Brief, Verizon also argues that any reduction in its Intrastate Access Rates
must accompany a rate rebalancing to the extent that the lost revenues from the Intrastate
Access reductions were subsidizing non-competitive services. Id. at 12. Verizon also counters
the argument of AT&T, Sprint and Rate Counsel that the pricing flexibility granted in the ILEC
Reclassification proceeding was intended to provide ILECs with sufficient revenues to
compensate for potential revenue losses due to a reduction in Intrastate Access Rates. Id. at
14. Moreover, Verizon asserts that any separate proceeding to grant additional pricing flexibility
to ILECs must occur immediately following a reduction in Verizon's Intrastate Access Rates.
Furthermore, Verizon requests that a subsequent pricing flexibility proceeding conciude before a
reduction in Intrastate Access Rates are phased in. Otherwise, claims Verizon, such regulatory
lag would be confiscatory to Verizon. Id. at 19-20. Additionally, Verizon argues that any
argument that the Board should require a company to subsidize rate-regulated services with
revenue from non-regulated services is an unsustainable policy that must be rejected. Id. at 27.

EMBARQ

In its initial Brief, Embarg argues that the Board must reject the proposals presented by
the other parties to reduce Embarg's Intrastate Access Rates. Alternatively, Embarg requests
that if the Board deems it necessary to adjust Embarg's Intrastate Access Rates, the Board
must also implement the following: (1) a statewide universal service fund supported by all
competitive providers; (2) the allowance of additional pricing flexibilities to Embarg in recognition
that an ILEC serving less dense and higher cost areas that has Carrier of Last Resort ("COLR")
obligations; and (3) a reduction of intrastate access rates on a phased-in basis over a period of
several years. EQ IB at 69.

First, Embarq contends that the parties seeking to change intrastate access rates must
prove the case that intrastate access rates require reduction, something they have failed to do.
Id. at 6. Moreover, Embarq argues that this case is a policy matter which requires the Board to
take notice of the costs needed to install and maintain a network. Cost studies and testimony
submitted by Embarg support the argument that the costs to provide service exceed Embarg's
revenues and reducing intrastate access rates and/or eliminating the Carrier Common Line
Charge ("CCLC") will only exacerbate the deficit between costs and revenues. Moreover,
Embarq contends that access rate reductions, absent a recovery mechanism, provides no
benefit to New Jersey's consumers. Id. at 7-8.

Furthermore, Embarq argues that AT&T, in recommending that Intrastate Access Rates
be immediately reduced to interstate levels, wrongfully aligns the pricing flexibility granted in the
Embarqg ILEC Reclassification proceeding with access reduction relief. Embarqg also contends
that Verizon's proposal is flawed because it uses Verizon's rate as a benchmark for intrastate
access rates. Additionally, Embarg asserts that Rate Counsel's approach to eliminate subsidies
and use TELRIC to determine the cost for switched access is unreasonable. |Id. at 4.

In arguing how its customers benefit from the current Intrastate Access Rates, Embarg
describes how it serves less dense high cost areas and holds less than 4% of the access lines
in the State. Furthermore, Embarq argues that while its COLR obligations, as provided under
N.J.S.A. 48:2-23 and related regulations, are a costly burden, the obligation furthers the state
palicy of universal service at affordable rates. 1d.at 16. Embarg contends that opposing parties
fail to show how Embarqg can continue to meet its COLR obligations in light of the proposed
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access charge reductions, and the record does not establish that if such reductions to Embarg's

intrastate switched access rates occur it can avoid rate increases for New Jersey's consumers.
Id.at 10.

Embarg further argues that toll rates and access charges are set based on regulatory
policy promoting affordable residential service, and the subsidies inherent in local rates which
derive from switched access is a policy maintained over the years that supports the provision of
universal and affordable service. Id. at 18. To provide local exchange service, Embarq must
maintain and upgrade its network. This is achieved through the existing public policies of the
state which support the use of intrastate access charges to ensure safe, quality, affordable
service in Embarq's territory including less dense, high cost service areas. This regulatory
balance should be preserved. Id. at 20.

Furthermore, Embarq argues that, as shown by its cost study, its current Intrastate
Access Rates are just and reasonable. Embarq details the testimony from its witnesses that its
cost study submitted provides TSLRIC. Furthermore, Embarq argues that its CCLC is necessary
and generally is gauged by minutes of use billed to an IXC by the ILEC to recover costs of the
local loop plant. Id. at 30. Embarq argues that "the evidentiary record demonstrates that loop
cost support is critical and necessary. Embarq claims the cost adjustments proposed by
various parties are not supported in the record and that previously granted pricing flexibility was
not intended to justify access reductions. Id. at 38.

Embarq goes on to argue that its Plan of Alternative Regulation established in the 2008
ILEC Reclassification proceeding is necessary to keep its rates just and reasonable and to
accomplish the Board's goals. Additionally, Embarq contends that using the revenues from the
pricing flexibility granted in the ILEC Reclassification Order to fund access reductions is
improper. id. at 39. Embarq opposes AT&T and Sprint’s position that any reduction in revenues
from Intrastate Access Rates can be offset through the pricing flexibility, arguing, in part, that
intrastate access rates were not an issue in the ILEC Reclassification proceeding. Moreover,
Embarqg contends that the language in its Stipulation and Agreement from that proceeding does
not create a linkage between price flexibility and access reductions. Id. at 40-41. Finally,
Embarqg argues that its New Jersey customers will be harmed if revenues from the ILEC
Reclassification proceeding are used to fund access reductions. Embarq claims that the Board
granted it additional pricing flexibility to counter low rates, level the competitive playing field
between Embarg and unregulated competitors, and to enhance incentives for Embarq to invest
in infrastructure improvements, and any diversion of funding to support access reductions will be
done at the consumers’ expense. Id. at 43-45.

Additionally, Embarq argues that any reduction to its Intrastate Access Rate would result
in de minimis financial benefits to consumers and that the current Intrastate Access Rate levels
are not a barrier to competition in New Jersey. Id. at 49-53. Embarq also attacks Verizon's
benchmarking proposal, arguing that using Verizon specific intrastate switched access rates as
a benchmark for all carriers does not ensure rates that are just and reasonable. Embarq further
contends that contrary to Verizon's suggestion, no state commission has adopted Verizon's
proposal that the Regional Bell Operating Company's (‘RBOC"} intrastate access rate be used
as the benchmark rate for other ILECs operating in the state. Id. at 65-67.

Embarg's Reply Brief argues that reduction of the Intrastate Access Rates by the Board
would be premature in light of ongoing FCC investigations into intercarrier compensation and
universal service. EQ RB at 4. Embarq also claims that AT&T's studies showing a benefit to
customers if Intrastate Access Rates are reduced are misleading. Moreover, Embarq states that
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while AT&T has offered to eliminate its in-state access fee and reduce a decrement rate on
intrastate prepaid calling cards if the Intrastate Access Rate is reduced to interstate levels,
Sprint has failed to make a similar commitment. {d.at 23.

Embarq further asserts that AT&T. Sprint and Rate Counsel's reliance on the Board's
IntraL ATA Presubscription Order’ to argue that total company revenues should be considered
when reviewing financial harm, is misplaced. Embarq contends that the intralLATA
Presubscription Order is narrow and limited to a specific context inapplicable to the instant
proceeding. In that 1995 proceeding, Verizon claimed that it would suffer financial harm in the
form of competitive losses as a resuit of intraLATA toll presubscription being introduced in New
Jersey. Embarq argues that unlike the factual circumstances in the /ntraLATA Presubscription
Order, Embarq in this proceeding provided hard evidence of the direct harm to consumers, to
New Jersey, and to Embarg's regulatory obligations if the proponents of intrastate switched
access rate reductions prevail and unravel one component of Board pricing policies. Id. at 35-
36.

Embarq reiterates its argument that the implementation of a state USF is an essential
component of access reform. |d.at 40. Embarq also assails Rate Counsel for arquing that rate
increases for competitive services and other consumer demanded services, such as bundles,
should be used to fund access reductions. Embarq argues that Rate Counse! advocates
breaking the historic linkage between the elimination of subsidies in switched access charges
and wrongly recommends that the ILECs use revenues from competitive services to offset
reductions in carrier access charges. According to Embarqg, a recommendation that the ILECs
subsidize basic rates with revenues from their own retail services is contrary to New Jersey law
and the intentions of the Telecommunications Act of 1996, which states that there “shouid be
specific, predictable and sufficient Federal and State mechanisms to preserve and advance
universal service." Id. At 36-37.

JOINT CLECS

In its Initial Brief, the Joint CLECs contend that the main point of this proceeding is to
determine whether Verizon, the dominant carrier in New Jersey, shouid be required to reduce its
Intrastate Access Rates and whether it should be allowed to recoup lost revenues from another
source. They further add that where the Joint CLECs have shown their costs to be far higher
than the level urged by the IXCs, the Board must reject the IXCs' requests for lower rates.
Specifically, there can be no reduction in the Joint CLECs access charges by any amount that
would resuit in the Joint CLECs not being able to recover the costs of providing a service (to
IXCs) that the Joint CLECs have no choice but to provide. They add that if the Board finds it
appropriate to adjust all carriers’ Intrastate Access Rates, then, at least with respect to the Joint
CLECs, a reduction of its Intrastate Access Rates can only be done in a manner consistent with
its cost studies. JC IB at 2-3. Moreover, the Joint CLECs submit that Rate Counsel has
acknowledged that the Joint CLECs switched access rates should aiso be set on the basis of
company specific cost studies. !d. at 3.

Though the Joint CLECs believe no reduction in their access charges is necessary or
appropriate, and that any change must heed cost floors shown by cost studies, the CLECs
agree that transition periods are good policy. Alternatively, the Board may avoid all concerns

* Investigation of IntralLATA toll Competition for Tetecommunications Services, BPU Dkt. No.
TXO409G288 (Lec. 14, 1395) {"IntralLATA Prasubscription Order”)
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with confiscation by eschewing the regulation by price caps (involving slashing of Joint CLECs
access charges) by allowing the market to control the prices. Id. at 4.

The Joint CLECs argue that in determining whether to adjust Intrastate Access rates, the
Board should consider the carrier's cost, and that this position is in line with the ILECs’
testimony on the argument that rates should be compensatory and that they too have submitted
cost studies to support their demands for adequate compensation. |d. at 5-6. Accordingly, the
Joint CLECs state that the costing/pricing considerations for the CLECs are relatively
straightforward. The costs of providing switched access services are shown by the cost studies.
if the Board determines to regulate the prices for such services, those prices must cover costs,
and as the Joint CLECs' witness, Dr. Ankum, testified. CLECs cannot easily shift switched
access costs, a wholesale service. to retail customers. This is shown by the relatively low
margin on CLEC retail services. Id. at 7. In contrast, ILECs have several regulated services
and historically regulators intentionally subsidized basic service. Therefore, the Joint CLECs
contend that the issue is more complex in the case of the two incumbents than it is for the
competitive carriers. The Joint CLECs argue that these issues mandate that the Board take a
different approach to ILECs and CLECs rates, though ultimately, all carriers must be allowed to
set rates that cover costs. Id. at 7-8. The Joint CLECs also allege that AT&T has not shown that
there has been inefficient operation or investment by the CLECs, and that a uniform price vision
for Intrastate Access Rates in improper. Id, at 8-3.

The Joint CLECs also contend that long-standing precedent at the Board, and through
the New Jersey courts and the U.S. Supreme Court bars requlators from setting rates that do

not allow a company to recover its costs of providing service. Such precedent bars the “free-
riding” sought by AT&T and Sprint. id. at 12.

Regardless of the existence of a cost study, or of the Board’s acceptance of any cost
study. the Joint CLECs contend that there are fundamental differences between ILECs and
CLEC s resulting in different costs to provide service. Id. at 13. Dr. Ankum showed that five
significant factors can lead to demonstrably higher CLEC access costs:

1. CLECs do not have the same economies of scale as large ILECs.

2. CLECs have different network architectures than large ILECs with proportionately
more traffic-sensitive costs.

3. CLECs have lower facility utilization than large ILECs.

4. CLECs have a sparser customer base than large ILECs.

5. CLECs have higher input prices than large ILECs.

Id. at 14.

For these reasons, the Joint CLECs argue that the Board should summarily reject the
suggestions that CLECs’ Intrastate Access Rates may in any way be set with reference to ILEC
switched access rates. |bid. The Joint CLECs maintain that the study results demonstrate that
the difference between rates and costs comprises a much narrower gap for One Comm. and
PAETEC than for Verizon (i.e. CLECs operate on a much thinner margin). The Joint CLECs
submit that it is clear that even modest rate reductions would force PAETEC and One Comm.
rates “underwater.” Id. at 15. The Joint CLECs also allege that its cost studies analyze all the
companies’ facilities and equipment and financial records, as well as consider their network and
husiness planning, and the cost studies and the panel of experts that performed those studies

were barely questioned on the stand and the only criticisms raised. were thoroughly rebutted.
Id. at 16,
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Furthermore, the Joint CLECs argue that IXCs must bear their share of joint and
common costs associated with the provision of switched access service. |d. at 18.
Furthermore, the Joint CLECs argue that loop costs must be considered. because the local loop
is needed to both provide iocal service to an end user and to carry toll calls to and from an end
user. Moreover, the Joint CLECs contend that customers simply do not sign up for a
telecommunications service that allows them to connect to a relatively limited number of people
and businesses in a very limited geographic proximity. Indeed, there is considerable evidence
on the record to the effect that end-users purchase telecommunications services on a bundled
basis. Thus, the Joint CLECs argue, it is clear that customers focus on being able to make
whatever calls they want to ~local or toll- and that the clear conclusion is that both carriers and
customers view local and toll services as intertwined, such that the total cost of providing both
services should be ailocated to customers of both services. |d. at 19-20.

The Joint CLECs also contend that because the cost studies model a forward-looking
network using the maost current, most efficient equipment, even if the companies are currently
using older, more expensive equipment, those studies wiil understate costs actually incurred by
the CLECs. Moreover, the Joint CLECs state that the cost studies have used a reasonable (if
not conservative) cost of capital, based upon actual costs of axisting debt, expectations of each
company's chief financial officer for future debt issuances and the commonly used and accepted
CAPM equity cost model, using inputs determined as reasonable by the person responsible for
raising capital for the companies. Id. at 22-23.

Additionally. the Joint CLECs argue that the Board should permit the market to control
Intrastate Access Rates. The.Joint CLECs oppose the position of the other parties that CLECs
have a monopoly on switched access services because the CLEC providing switched access is
chosen by the CLEC end-user and so the IXC has no choice but to connect to the CLEC,
regardless of the level of access charges. Id. at 29. The Joint CLECs also recommend that just
as AT&T currently charges an in-state customer connectivity charge, that is buiit upon the
allegedly excessive access charges, and just as many 1XCs impose a variety of other usage
based surcharges, IXCs could impose a fee reflecting the cost of any access charge differential.
Id. at 35.

The Joint CLECs further allege that AT&T has mischaracterized action on Intrastate
Access Rates by other state commissions. While the Joint CLECs do not deny that a number of
states have taken some action over the past eight years that affect CLEC access charges, the
Joint CLECs contend that those actions are more nuanced than AT&T and others would have
the Board believe. Id. at 36.

Finally, the Joint CLECs' Initial Brief argues that the Board, with regard to One Comm.
and PAETEC, cannot reduce access charges below the indicated level of costs, As to Level 3
and X0, they recommend that the Board should follow the Massachusetts approach and allow
Level 3 and XO a reasonabile time to prepare and file their own cost studies should they so
choose. Also, at any time in the future, the Joint CLECs argue that any CLEC should be able to
propose access rates higher than any cap if those rates are supported by a cost study. Id. at
37. The Joint CLECs assert that their economic arguments have merit. and the Board must not
succumb to AT&T's superficial claims. The record reflects that the IXCs have plenty of options
to bypass the CLECs intrastate switched access services and/or to force CLEC pricing on such
services lower. According to the CLECs, IXCs dwarf the CLECs in both the local and long
distance markets and are fulty capable of reaching an end-user customer on their own. The
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Board need not take the extraordinary step of regulating (even in part) heretofore unregulated
competitive carrier services. |bid.

In its Reply Brief, the Joint CLECs reiterate their position that the Intrastate Access Rate
proposals put forth by Sprint and AT&T would force the Joint CLECs to provide services at rates
below their costs. JC RB at 5. The Joint CLECs also argue that the iXCs and Rate Counsel are
recommending a pricing scheme under which the CLECs end users would subsidize IXC
access services. According to the Joint CLECs, the whole thrust of regulation over the last
decades has been to eliminate implicit subsidies and to have cost causers pay and the IXCs
and Rate Counsel's suggestions would be a giant step back in this process. The Joint CLECs
assert that they and other CLECs would be forced to attempt to have their end users subsidize
IXCs, some of whom are the largest and most profitable telecommunications companies in the
United States. Id. at 14.

The Joint CLECs also argue that a number of decisions cited by the IXCs and Rate
Counsel in support of their positions also support the Joint CLECs because these decisions
recognize a need to consider CLEC costs and base access charges on the cost studies, as well
as allow a transition period to any reduction in access charges. According to the Joint CLECs,
the 2008 decision of the Massachusetts Department of Telecommunications and Cable
(*MDTC") imposed a one year transition period in recognition of the possible adverse effects on
CLECs. More importantly, argues the Joint CLECs, the MDTC agreed with the CLECs
confiscation arguments and allowed all CLECs an opportunity to file a cost study to justify a
level of charges other than that of the ILEC (Verizon). Thus, the Joint CLECs argue, this
precedent endorses the rejection of the “flash cut” arguments of AT&T and Rate Counsel, as
well as the need to base any regulated charges on the costs of providing the service by the
carrier in question {as PAETEC and One Comm. have done here). |d. at 33. The Reply Brief
concludes by stating that the West Virginia Commission issued on November 23, 2009 a final
order that allowed for up to a 30 month, three step phase in of rate reductions and allowed
CLECs the opportunity to file cost studies that could be the basis for an exemption from any
requirement to reduce their access charges to Verizon's interstate charges. Id. at 34.

MONMOUTH TELEPHONE & TELEGRAPH COMPANY

in its Initial Brief, Monmouth contends that it is well settled that utility rates must provide
sufficient revenue to avoid use of private property for public without just and adequate
compensation. To that end, Monmouth asserts that the record shows that its Intrastate Access
Rates are below costs, are not unjust and unreasonable, and, accordingly, should not be
reduced. Monmouth 1B at 2-3.

Monmouth claims that it has presented in this docket a forward-looking study of its
specific costs to provide intrastate switched access services, and that study, including the
update for cost of capital, supports a cost that is well in excess of Monmouth's current intrastate
switched access rate of 3.3 cents per MOU. Moreover, Monmouth contends, after refuting
Verizon and AT&T's criticisms as unsupported and without merit, that it has shown that
adjusting its study to accommodate the criticisms results in a cost, which remains above
Monmouth’s current intrastate switched access rate. Id. at 4.

Monmouth argues that criticism levied at its cost study by other parties is without merit
and does not justify an adjustment to Monmouth's Intrastate Access Rates. Monmouth
contends that Rate Counsel offered into evidence a late-filed revised discovery response by
AT&T, to Monmouth-ATA&T 3-1(b). Monmauth notes that it filed a Motion in Limine, requesting
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that the AT&T revised response be excluded from record of evidence in this docket, but the
motion was denied by Commissioner Randall. In its Initial Brief, Monmouth requests that the full
Board reverse that Order and order that the subject, revised discovery response by AT&T,
introduced by Rate Counsel, be excluded from the record of evidence in this docket. Monmouth
claims that the revised response does not address the basis of AT&T's pre-filed rebuttal
testimony, for which the discovery asked. Instead, claims Monmouth, the response provides a
revised calculation of costs, which provided new calculations using Monmouth's cost study by
an unidentified person or persons. |d. at 14-15.

Monmouth notes that this docket contains proposals by AT&T, Verizon, Sprint, and Rate
Counsel to set intrastate switched access rates for CLECs based on the rates of other carriers,
set by other tribunals, or otherwise not based on the CLECs costs to provide switched access
service. According to Monmouth, discovery responses placed in the record confirm that these
parties developed and filed their access rate proposais without any review of Monmouth's or
any other New Jersey CLECs’' costs. Monmouth asserts that findings on Monmouth's currently
tariffed intrastate switched access rates, or setting new rates, without regard to Monmouth's
costs would violate the legal standards governing the setting of utility rates under N.J.S.A. 48:2-
21(b)1. Id. at 19.

Monmouth concludes that with regard to Monmouth, the Board should focus on the
evidence of Monmouth's cost for providing switched access service. Based on the evidence in
the record, the Board should find that there is no basis to find Monmouth’s rates unjust or
unreasonable. Thus, Monmouth argues, this matter should conclude with no change in
Monmouth's rates and no further inquiry into them. |Id. at 21.

In its Reply Brief, Monmouth argues that any non-voluntary reduction in Monmouth's
intrastate switch access rate that may be ordered by the Board cannot result in rates so low as
to be confiscatory by constitutional standards. Additionally, Monmouth continues to request
that the Board either strike or give no weight to AT&T's response to discovery responses
Monmouth-AT&T 3-1(b), which is part of Exhibit RC-4. Monmouth RB at 5.

Finally, Monmouth asserts that if the Board reduces Intrastate Access Rates, that a
transition period, such as the one proposed by the Joint CLECs, be provided so that carriers
can adjust or exit the New Jersey telecommunications industry. Monmouth also requests that a
Board order addressing CLEC Intrastate Access Rates on a generic basis allow carriers to
submit cost studies to support rates and rate filings that are consistent with their costs.
Monmouth also notes that the FCC order that set CLEC rates based on ILEC costs provided for
a three year transition period to the new rates based on a finding that a “flash cut” to such rates
would be "unduly detrimental to the competitive carriers.” |d. at 6.

WARWICK VALLEY TELEPHONE COMPANY

In a letter brief filed in lieu of a brief, Warwick, a participant in this proceeding, contends
that the Board's Prehearing Order dated December 18, 2008 provides that this investigation is
designed to set rates for which all entities will be required to charge “inciuding defaulit rates
where entities have failed to participate in this proceeding.” Accordingly, Warwick argues that
because it participated in this proceeding by responding to Staff's discovery response, based on
the record in this proceeding, there is no basis to adjust Warwick's intrastate access rates.
WVTIB at 1.
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According to Warwick, on January 23, 2009, Warwick provided answers to Board Staff's
discovery requests, including a response to request Staff-5, to which Warwick provided a copy
of a cost study and related work papers quantifying Warwick’s cost to provide intrastate
switched access service. These materials, according to the Warwick, show that Warwick's
switched access rates are not unreasonable. Warwick argues that no other party has submitted
materials that address Warwick's specific costs. Id. at 2.

Warwick asserts that there is no record basis to change its current intrastate switched
access rate in this docket, and submits that policy and constitutional considerations dictate that
Warwick be afforded the opportunity to have its specific costs and services addressed by the
Board before any change to Warwick's intrastate switched access rates are ordered by the
Board. lbid.

in its Reply Brief, WVT claims that because it is the only rural ILEC, as defined under 47
U.S.C. §153 (37). and because the Board annually certifies WVT's eligibility to receive federal
high-cost universal service funds, no party’'s proposal relate to the costs and operations of WVT.
Accordingly, WVT asks that the Board make no changes to its Intrastate Access Rates in this
docket. WVT RB at 1.

ATET

In its Initiat Brief, AT&T argues that the Board should reject the claims made by the
ILECs and CLECs and pursue Intrastate Access Rate reform. First, AT&T notes that only the
LEC serving the calling or called customer can provide switched access service on calls to or
from that customer absent a dedicated service arrangement through special access, and an IXC
has no choice of which LEC to use because there can be only one supplier of switched access
on each LEC line. ATT IB at 8. AT&T contends that this bottleneck gives all LECs market power
in the provision of switched access. The originating carrier has no other choice but to terminate
the call through the called party's carrier. Moreover, AT&T argues that the record shows there
is no difference between the origination and termination functions of both intrastate and

interstate switched access, and that the other LECs in the proceeding acknowledged these
similarities.

Secondly, AT&T states that AT&T, Verizon, and Rate Counsel concur that intrastate
access rate reductions will benefit New Jersey consumers. According to AT&T, Verizon
intimated that competitive forces in the interexchange market will ensure that retail rates include
the effects of cost savings reflected in reduced rates, and Rate Counsel's witness expected
market discipline would prevent an IXC from only temporarily decreasing its retail rates and then
raising them again. |d. at 11. AT&T also found that prices in non-mirroring states were
approximately 15% higher than in mirroring states, an indication of a strong correlation between
access reductions and lowering of retail rates. |d.at 12. AT&T further argues that a Verizon
witness in another proceeding testified that “asymmetric regulation” harms competition and
consumers because they prevent a competitor from charging cost-based prices that would
prevail in an unregulated market, harm customers who are served with higher costs and
diminish the ability to innovate. Id. at 14-15.

AT&T also claims that by allowing Embarq and Verizon pricing flexibility in the ILEC
Reclassification proceeding, the Board has paved the way for reduced access rates. in arguing
that a reduction in intrastate access charge revenues for Embarg and Verizon would be less
than the increase both ILECs generated as a result of the ILEC Reclassification proceeding,
AT&T urges the Board to immediately reduce Intrastate Access Rates Id. at 16-17.
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Furthermore, AT&T contends that nearly two dozen states, including Massachusetts,
Ohio and lllinois, have reduced intrastate access rates. |d. at 17. States with a similar level of
industrialization to New Jersey such as Massachusetts, Ohio and llinois are among the pack of
states that have mirrored intrastate rates with interstate rates. Id. at 9. According to AT&T,
Verizon agrees that consumers will benefit from access reductions because competitive market
forces will cause carriers to flow those reductions through to customers.

In addressing Verizon’s charges, AT&T claims that while Verizon has argued against a
reduction of Intrastate Access Rates in this proceeding, it has advocated for it before other state
commissions. Id. at 25. AT&T also states that Verizon's [ntrastate Access Rates are excessive
and Verizon's costs to provide switched access service are below its Intrastate Access Rates.
Moreover, AT&T contends that Verizon's Intrastate Access Rate is three and a half times
Verizon's average interstate access rate for the same functionality. Id. at 31. With modest
corrections to eliminate excessive cost of capital, non-traffic sensitive costs, use of Board
approved depreciation lives, removal of the common overhead factor not needed in forward
looking costs and others, AT&T claims that Verizon's cost would be reduced to a figure that
leaves an 80% margin of profit over its interstate rates. Id. at 32-34. AT&T dismisses the LECs'
argument that reducing intrastate access rates to interstate parity would somehow resuit in
below-cost access rates. There is no record evidence that any carrier participating in this case
has ever challenged its interstate rates as being below cost.

Furthermore, AT&T contends that Verizon’s argument that the Board must consider that
Verizon's rate-regulated revenues do not cover the costs for providing these services is wrong.
ATA&T argues that not only would the net effect of Intrastate Access Rate reductions and the
ILEC Reclassification Order be a financial benefit to Verizon, but Verizon's cost study includes
excessive costs. 1d. at 35. AT&T also states that the Board's Prehearing Order was clear that
issues related to revenue recovery are outside the scope of this proceeding. Id. at 36.
Moreover, provisions in the Stipulations of Settlement approved in the ILEC Reclassification
Orders provided that Embarq and Verizon may not petition the Board to modify their rate caps
until the Board initiates a proceeding to reevaluate the competitiveness of certain services
unless the Board issues an Order reducing Intrastate Access Rates. Then, according to AT&T,
Verizon and Embarq may request the Board to adjust the rate caps upon petition to the Board,
upon notice and hearing. Accordingly, AT&T contends that any request for an adjustment to rate
requlated rates in this docket is premature. Id. at 37. According to AT&T, Verizon eventually
admitted that the net impact of the Board’s pricing flexibility order and access reductions for
LECs will still generate very substantial positive revenue over a three year period. AT&T further
states that issues such as additional pricing regulations, COLR and Fiber Optic Service (‘FiOS")
investments are clearly outside the scope of this proceeding. |d. at 44-45.

AT&T similarly argues Embarq has already been granted more retail pricing flexibility
than it will require to recover access revenue reductions if the Board reduces its Intrastate
Access Rates. [d. at 48. Moreover, AT&T argues that consumers will benefit from access
reductions, contrary to Embarg’s position, because a reduction in Intrastate Access Rates to the
interstate level would result in some reduction in long distance rates. Id. at 51-53. Additionally,
AT&T contends that Embarg’s direct costs of access are below its interstate rate, and Embarg's
inclusion of the CCLC is improper. Id. at 54-55. According to AT&T, Verizon, AT&T, the FCC
and Embarqg’s Dr. Stahir agree that “there is no causative relationship between the provision of
customer loops and the provision of switched access.” Embarqg also wrongfully included a
commaon cost loading factor to the direct cost of switched access. AT&T also claims that
Embarg incorrectly attributerd other traffic non-sensitive costs into its model as Verizon did and
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overstated its average trunk investment. AT&T argues that when these four issues are
corrected, the incremental cost of Embarg’'s switched access is below the interstate rate, and by
reducing the intrastate rates to the interstate level, Embarg will still be making a 200% profit
over its costs. |d. at 53-61.

AT&T also dismisses Embarg's position that the Board should create a statewide
Universal Service Fund, and its arguments regarding the Board's ILEC Reclassification Order,
COLR, rate regulated services and that any reductions in Intrastate Access Rates be phased in.
Id. at 63. AT&T contends that Embarg’s witnesses did not identify any specific costs related to
its COLR obligations and affirmed that Embarq conducted no studies to determine such costs.
Id. at 62. Additionally, AT&T argues that Embarq's request for a statewide USF should be
rejected because universal service support is intended to provide assistance to local exchange
companies that have higher than average cost and or serve low income communities. Embarq
is a net payer into the Federal Universal Service fund and receives no high cost loop support
from the Federal Universal Service Fund. |bid.

AT&T contends that the Intrastate Access Rates charged by CLECs in New Jersey are
excessive. |d. at 64. Moreover, AT&T attacks the Joint CLECs position that they have no
market power, arguing that switched access rates are not subject to competitive pressures. Id.
at 69-70. Additionally, AT&T asserts that the CLECs are not entitled to offsetting revenue
streams if their Intrastate Access Rates are lowered because all CLEC retail services are
competitive and have no pricing restraints. Id. at 70.

ATA&T also argues that withesses at the hearings all confirmed that switched access is a
monopoly product because CLECs have 100% market share on all calls made to and from their
customers. |d. at 67. Claims by CLECs that the access market is competitive because others
could win away CLEC customers if the access rates are too high is implausible to quote Rate
Counsel because competition will cause CLECs to lower their retail rates and not the switched
access rates. According to AT&T. the record in this case is consistent with the findings of the
FCC and numerous state regulators who have ordered that CLEC switched access rates above
the level of the principal incumbent in its serving area can not be considered just and equitabie.
Id. at 68. Moreover, AT&T states that CLECs may not (and do not) charge interstate switched
access rates in excess of the relevant ILECs rates today for interstate calls that either originate
or terminate in New Jersey, and they have provided no evidence that this limit has caused them
to exit any market or diminished their ability to compete. AT&T also asserts that CLECs have
no universal service obligations, and none of the CLECs participating in this docket serve any
residential customers. Id. at 16.

AT&T argues that the CLECs cost studies are irrelevant because access costs should
be based on ILEC and not CLEC costs. Id. at 72. AT&T further argues that if a CLEC has no
market power, its prices for switched access service would not be expected to exceed the
ILECs rate in its geographic area even if it has higher costs, and the FCC found persuasive the
IXC arguments that it is highly unusual for a competitor to enter a market at a price dramatically
above the price charged by the incumbent absent a differentiated service offering. Id. at 73-74.
Notwithstanding these arguments, AT&T also asserts that the CLEC cost studies contain many
errors that do not support CLEC claims. PAETEC and One Communications, for instance, both
include excessive overhead costs and local loop costs in their cost studies, as did Embarqg. Id.
at 74-75. AT&T also argues that Monmouth's cost study also contains many flaws which it was
unable to refute, and Monmouth admitted to one flaw and even agreed to reduce the cost of
capital during the hearings. According to AT&T, eight other errors include a modification in
depreciation tives from five years to a conservative 12 years for network assets, elimination of
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double counting of engineering costs from switched investments, assignment of transport costs
in proportion to switched access minutes consistent with cost causation principles. Id. at 75-76.
Coliectively, AT&T argues, these modifications reduce Monmouth costs to an amount which is
well below Monmouth's interstate access rate. Id. at 77.

Furthermore. AT&T recommends that the Board reject all of the CLEC arguments;
including using company-specific costs to establish rates for competitive carriers and that the
reduction in access charges resuits in a subsidy for IXCs. AT&T contends that the standing rule
for CLECs is the one that the FCC has used for all CLECs with regard to interstate access.
Moreover, new entrants are generally not bound by legacy rules that affect incumbents and the
burden is on them to reduce their costs, accept lower overall margins or provide a higher value
retail service that will attract end users. Id. at 78-79.

AT&T concludes its Initial Brief by asserting that the evidence shows that LEC intrastate
switched access prices are much too high, are harmful to competition and New Jersey
consumers, and Intrastate Access Rates should be immediately reduced to interstate level no
later than January 1, 2010 for all carriers. |d. at 79.

ATA&T argues in its Reply Brief that Verizon will not suffer financial harm because of this
proceeding, and that Verizon's Initial Brief does not mention that the Board has already created
a process to address revenue recovery issues "in a separate matter, as appropriate, following
the conclusion of this matter.” AT&T RB at 16. AT&T also argues that if Verizon persists in its
argument that its rate regulated services are below cost, it would be perfectly proper for the
Board to require Verizon to provide a full review of all the costs and revenues associated with ali
of its telecommunications services, including both rate-reguiated and competitive services,
pursuantto N.J.S.A. § 48:2-21.18(d). Ibid.

Also, according to AT&T, if Verizon wishes to seek additional opportunities to recover
reduced access revenues related to access rate reductions, the Board has already announced
its willingness to entertain such a request. This is only a matter of timing, not one of substantive
right, and, according to AT&T, it moots Verizon's claim that no party offers any policy argument
for why Verizon should not be permitted greater retail pricing flexibility to offset potential
switched access reductions. AT&T also notes that the Board may in fact grant Verizon
additional pricing flexibility — just not in this docket. Id. at 17.

AT&T's Reply Brief also states that Embarq tries to confuse matters with the suggestion
that reducing intrastate switched access rates to match the corresponding interstate rates would
impase administrative costs, asserting that the interstate rate structure is complex. AT&T
contends that Embarq's arguments defy common sense because achieving parity with interstate
rates is easy, as the interstate rates and structure have been in place for years, and Embarq
has already established the administrative processes needed to implement them. |d. at 37.

According to AT&T, the Joint CLECs' Brief rests upon the false premise that CLECs lack
market power over switched access and ask the Board to "take no action” to address the fact
that CLEC access rates are often much higher than even the ILECs' excessive rates AT&T
maintains that CLECs cannot make this argument without ignoring (i) that they have total pricing
flexibility for all of their retail services and (ii) that they serve only business (and not residential)
customers and have historically had no role in the social policies that underlie the use of cross
subsidies to support universal service objectives. Thus. argues AT&T, CLECs stand on a
completely different footing from ILECs with regard to access policies, and they have no
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entitlement to recover their costs of service through subsidies that come from excessive access
charges, which harm consumers and distort competition. Id. at 45-46.

AT&T adds that it is asking nothing more than for CLECs to be required to cap their
intrastate rates at the same level the FCC already required them to charge years ago for the
same services in the interstate jurisdiction. Id. at 12-16.

ATA&T also argues that there is no basis for the Joint CLECs’ claim that requiring IXCs to
pay intrastate access rates that match interstate rates could result in a subsidy to the 1XCs or
would result in the IXC receiving some kind of free ride. In an efficient competitive market, no
IXC would voluntarily pay more for access than the market rate as defined by the price (and
ultimately the costs) of the predominant supplier, the ILEC. All AT&T seeks here is for the
Board to create the same market-emulating environment for intrastate rates that the FCC set for
interstate rates. By doing so, CLECs that are willing and able to compete on the basis of such
fair and reasonable rates are permitted the same chance to succeed as the incumbents.
CLECs that do not (or cannot) compete on those terms should not be aliowed to force 1XCs and
their customers to subsidize the CLECs inefficiencies. Such inefficiencies should be supported
by CLEC customers who have market choices (i.e., end users) or by the CLECs owners. Id. at
52.

AT&T further argues that both PAETEC's and One Communications’ studies improperly
included costs of the local toop, which is not a cost of access service. In addition, both apply
extremely high common overhead costs. AT&T argues that when just these two incorrect
inputs are removed, the resuits shows that their direct costs of access are well below their
interstate rates. For its part, Monmouth’s cost study is riddled with a plethora of errors that,
when corrected, also show its costs of access are below its interstate rates. Thus, none of the
CLECs that submitted cost studies have demonstrated that their properly calculated costs of
access exceed the rates the Board should establish. id. at 53.

ATA&T disagrees with the Joint CLECs argument that Level 3 and XO, two of their
members that elected not to submit cost studies, should be allowed to rely upon the PAETEC
and/or One Communications cost study as a "proxy” or should be permitted a reasonable time
to prepare and file cost studies should they so choose. AT&T argues that the Board's
Prehearing Order gave all LECs notice in December 2008 that they should file whatever
evidence they chose in support of their positions in this docket. Having failed to do so for the
past year, neither Level3 nor XO nor any other CLEC should be allowed to avoid the Board's
direction and make untimely filings, especially since AT&T and Verizon have demonstrated that
CLECs' costs are neither relevant nor material to the Board's decision regarding the proper
intrastate access rate. Id. at 54.

SPRINT

In its Initial Brief, Sprint argues that the Board should 1) order the ILECs to set their
intrastate switched access rates and rate structures to the equivalent interstate access rate and
rate structure; and 2) order the CLECs to cap their aggregate switched access rate at the
aggregate rate of the ILEC the CLEC is competing against. Sprint IB at 1.

in support of its position, Sprint argues that excessive access rates are anti-competitive
and that these rates are harmful to consumers because its forces carriers to subsidize
competitors. Id. at 9. All carriers, including wireless carriers that compete againsta LEC in a
retail market, must use that LEC’s switched access service to terminate non-local calls to the
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ILECs customers. |bid. According to Sprint, this monopoly-controlled bottleneck facility is priced
far above the actual cost of providing the functions, and access prices are traditionally inflated
as a mechanism to subsidize the price of basic local service in a requlated environment. The
subsidies distort the true cost of providing service, the true value of such service, and the
development of the telephone market. Id. at 11. Sprint further argues that consumers are not
receiving the best offers because high Intrastate Access Rates inflate the rates for alternative
services. Id. at 12.

Sprint also notes that the FCC and other states have taken action to lower Intrastate
Access Rates. According to Sprint, the FCC has long relied on cooperation from state
commissions to accomplish its access charge reform initiative, encourage reform efforts by
states in advance of final FCC action, and provided clear guidance on the need for access
reforms. Id. at 18. Moreover, 22 states require LECs' intrastate access rates to mirror their
interstate access rates. For instance, Sprint notes that in Virginia the commission ordered a
reduction of Embarqg’s access line revenues by $2.79 per access line, and a recovery of the
revenue could only be done through existing pricing flexibility. 1d. at 22-23. Sprint emphasizes
that the reduction of input costs will pass through to the customers as shown by AT&T's
witness's predictive study. In her study, according to Sprint, Dr. Aron predicted that 83% of
costs would be passed through to customers, and markets that dropped prices gained market
share at the detriment of companies that did not pass through costs savings. Id .at 13.

Sprint argues that the record establishes that ILECs costs are inflated when compared
with several relevant points of cost comparison, including the reciprocal compensation rates, the
interstate access rates and the ILECs cost studies. Sprint contends that the Board established
cost-based, forward looking economic rates (or TELRIC) for ILECs to compensate another
carrier for the use of switches and transport facilities that complete local calls and to stimulate
efficiency and competition. Because no significant differences exist between calls subject to
reciprocal compensation and calls subject to switched access charges in terms of the network
elements used, and because competition regulates prices and ensures the availability of service
at affordable prices, Sprint argues that different call termination rates are improper. Id. at 29-31.
Furthermore, Sprint argues that Verizon's and Embarg’s costs studies do not support their
Intrastate Access Rates. Sprint asserts that Verizon's study clearty demonstrated that its
intrastate cost was lower than its interstate rates, and Embarq's cost study concealed the cost
results by inappropriately including a loop cost in the switched access cost analysis. Id. at 34.

Sprint also asserts that a reduction in the Intrastate Access Rates will not result in
unaffordable retail rates or hardship for the LECs. Sprint argues that the Board's Pre-Hearing
Order and the stipulations in the ILEC Reclassification proceeding address provisions for
additional rate relief for Embarq and Verizon, but that such requests may only be made after the
Board issues an order reducing the access rates. Claims by ILECs that pricing flexibility gained
cannot be sufficient without further retail rate flexibility must be rejected because the ILECs
omitted critical information regarding their present ability to recover their network costs from
their own customers. Id. at 36-37. Verizon and Embarq are fully capable of recovering their fuil
basic network connections from their own end user customers and the record shows that
Verizon and Embarq have increased the average revenue per customer as a result of bundled
services. Id. at 38. Furtherrmore, Sprint recommends that the Board needs to consider other
sources of revenue before entertaining any ILEC claims of additional retail relief. |d at 45.

Sprint also argues that COLR obligations need not be reduced because COLR does not
constitute any impediment to the ILECs and ILECs have not provided cost evidence on any
negative influence of COLR obligations on their performance. Id. at 46.
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Sprint asserts that CLEC Intrastate Access Rates must mirror competing ILEC rates.
According to Sprint, because the FCC determined that a CLEC monopoly over end users was
inconsistent with pro-competitive policy, the FCC detariffed all CLEC interstate access rates that
exceeded a rate benchmark by ordering CLECs to mirror competing ILEC rates. 1d. at 47.
Sprint argues that there is no need for the Board to reach a decision contrary to the FCC and
the Board should order the CLECs to mirror the rates of the ILEC in whose territory they
operate. |d. at 48. Sprint concludes by recommending that the Board should quickly institute
reform by ordering each LEC to mirror the rate levels and structure of their interstate switched
access charges.

Sprint argues in its Reply Brief that Embarg never quantified its COLR obligations in the
record, and it has failed to present any evidence whatsoever regarding its cost of COLR and
service quality compliance. As it stands, there is no record on which the Board can withhold
access reductions for Embarg on COLR grounds. There is, however, evidence that no state
commission that has reduced a ILECs access charges has concomitantly relieved it of its COLR
obligations. Sprint RB at 22.

Sprint further states that in 1983, the FCC indicated that its long-range goal was for
common-line costs to be removed from the calculation of the cost of switched access. In
support of this conclusion, the FCC found that a customer which does not use his or her local-
loop to place or receive even a single call generates the same local-loop expense as a
customer who places calls over the local-loop; accordingly, every LEC customer causes the
same local-loop expense, and does so regardless of whether the local-loop is ever used. Thus,
according to Sprint, as the LEC customer causes 100% of the local-loop expense without any
traffic-sensitivity, the FCC concluded that those costs should ultimately be borne exclusively by
the LEC customer and/or the LEC, and should not be shifted to competing carriers. Id. at 23.
Sprint argues that in other proceedings, Embarq has testified regarding the impropriety of
including local-loop costs in switched access rates. Brian Stahir, a regulatory economist for
Embarq, testified before the Kansas Commission that loop costs should be recovered on a flat
rate basis from customers as a part of basic local service rates.

Sprint goes on to argue in its Reply Brief that Embarg’s testimony indicates that only a
minimal percent of Embarq's wire centers are located in areas that can be classified as rural. Id.
at 29-30. The record also indicates that the average income in Embarq's service area is
approximately $110.000 per household, so while Embarg characterizes part of its service area
as rural, the area Embarq serves lacks certain characteristics of typical rural areas. Finally,
Sprint contends that the record also establishes that despite its characterization of itself as a
rural carrier in New Jersey, Embarq receives no High Cost Universal Service Support in New
Jersey.

RATE COUNSEL

Based upon the record created in this proceeding, Rate Counsel urges the Board to
order an immediate reduction in Intrastate Access Rates to the level of Verizon's interstate
access rate, and a subsequent reduction to a lower interim rate pending a determination by the
Board of the appropriate forward looking access rate based upon a TELRIC analysis. Rate
Counsel also urges the Board to reject all of the cost studies offered by parties in this
proceeding because none of these parties have shown that their cost study is forward looking,
and because the rates resuiting from such cost studies are well above any just and reasonable
rate for intrastate access. RC IB at 1-2. Providers of intrastate switched access pnssess
monepoly power and the wide disparities in rates charged demonstrate that the marketplace
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does not discipline rates. The rates are well in excess of the interstate rates that ILECs and
CLECs are permitted to charge by the FCC. Ibid.

Rate Counsel contends that TELRIC analysis should guide the Board's determination of
the forward-looking cost of intrastate switched access and thereby establish the appropriate
rate. According to Rate Counsel, the economic benefits of applying TELRIC methodoiogy to set
prices for unbundled network elements supports adoption of TELRIC methodology to set an
intrastate access rate, because:

1) TELRIC-based prices simulate the prices for network elements that would resuit in a
competitive market; i.e., in a competitive market competition would drive prices to
forward looking costs;

2) Rates based on forward looking costs minimize the opportunity for ILECs to exploit
their market power over bottleneck network elements;

3) TELRIC-based rates provide accurate pricing signats to CLECs that are deciding
whether to invest;

4) TELRIC-based rates minimize the opportunity for anticompetitive cross subsidization
(and price squeezes); and

5) TELRIC-based rates could lead to lower prices for consumers in “downstream”
markets.

Id. at 16-17.

According to Rate Counsel, the TELRIC methodology is favored over TSLRIC because it
provides a better cost measure of the various elements that comprise a service without
excessive ailocation of joint and common costs, and the two costing methods seek to compute
the cost that would prevail in a competitive market and reflect forward-looking efficient cost. The
core difference between the two relates to their allocation of joint and common costs. The
results of Verizon’s TSLRIC analysis produces costs and rates well cutside of any reasonable
range of forward looking rates due to numerous deficiencies. Notwithstanding those
deficiencies, the analysis shows that Verizon's cost for intrastate switched access is well below
its interstate rate. |d. at 20. Moreover, Rate Counsel contends that TSLRIC tends to over-
allocate common costs, which causes intrastate switched access rates to be inflated and

inconsistent with rates that would exist in a competitive market, thus making TELRIC superior to
TSLRIC. [d. at 19.

Rate Counsel argues that Verizon's benchmarking proposal should not be adopted by
the Board, because Verizon's current Intrastate Access Rates are not market-based and
provides no benefit to consumers, Id. at 21. Likewise, Rate Counsel contends that Embarq's
cost study is flawed because the calculations and assumptions regarding the cost of debt are
unsupported by detailed market data and common costs and overhead are dramatically
excessive. Moreover, Rate Counsel contends that the major flaw in Embarg’s study is the
inclusion of the CCL non-traffic sensitive costs that are based on the allocation of the local loop
cost. Id. at 22-23. Additionally, Rate Counsel argues that Monmouth's cost study fails to justify
its Intrastate Access Rates because it fails to represent TELRIC compliant costs. Id. at 23.
Moreover, Rate Counsel arques that the CLECs’ cost studies results are inflated and are flawed
because of inclusion of loop costs, because of flawed inputs such as shared/common costs
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factor, and cost of capital. 1d. at 24-25. AT&T's critique of Monmouth's cost analysis reveals
that Monmouth's cost model shows unreasonably high cost factors due to misallocations and
miscalculations that yield erroneously excessive minute of use rates. The CLECs cost model
suffers from the same infirmities as Verizon's and Embarg’'s Cost Model. The inputs and the
assumptions made in their cost models are flawed and the resuits derived there from are
overstated and unreliable. An analysis conducted by Rate Counsel demonstrates that the
CLECs' loop costs, shared/common costs factor, and cost of capital, in some cases, are
inflated.

Rate Counsel also argues that Verizon's and Embarq's requests that they be relieved from
their COLR obligations if their respective Intrastate Access Rates are reduced should be
rejected. According to Rate Counsel, Verizon failed to identify particular exchanges, classes. or
subsets of customers that it would choose not to serve if it was relieved of its COLR obligations.
In addition, it failed to quantify the one-time and recurring cost of providing basic local service to
new customers. Moreover, Embarq's request for COLR relief is unsupported by any competent
evidence in this record, in part because its witness admitted that costs for COLR were not
quantified. Id. at 28-29.

Rate Counsel assails Verizon's cost study on several grounds. Rate Counsel contends
that the study is flawed because it is not forward looking; it fails to include rate regulated
revenues; it fails to look at ali services to determine if a reasonable return exists; and it fails to
show that its revenues are insufficient to cover its intrastate access costs. Id. at 32. Rate
Counsel also argues that Embarq has failed to provide any evidence to demonstrate that its
revenue is insufficient to cover the costs associated with providing basic, local service at
affordable rates. Id. at 50. Similarly, Rate Counsel notes that the CLECs have failed to show
that any reductions in Intrastate Access revenues cannot be recovered from its retail services.
Moreover, Rate Counsel asserts that the CLECs have not demonstrated how they will be
harmed by a flash cut reduction of Intrastate Access Rates to the interstate level. Id. at 57-58.

Finally, Rate Counsel contends that its recommendations will have a positive effect on
consumers because it will lead to more accurate pricing signais. Id at 62. According to Rate
Counsel, witnesses for AT&T, Sprint and Verizon have testified that upon a reduction of the
Intrastate Access Rates, competitive forces should cause carriers to flow through the reductions
to consumers. Id. at 64.

Rate Counsel urges the Board to adopt its recommendations that 1) on a flash cut basis,
the Board should direct all carriers to set Intrastate Access Rates at levels that are no higher
than Verizon's interstate rates; and 2) on a phased-in basis, the Board should direct all carriers
to set intrastate switched access rates at cost-based rates, using cost studies and models that
incorporate forward-looking assumptions, and in the absence of TELRIC-compliant rates, the
Board should set local switching rates between the levels of the interstate ISP reciprocal
compensation rate of $.0007 and the reciprocal compensation rate of $.001493 in the recent
Verizon interconnection agreement filed with the Board. Additionally, CLECs should have the
opportunity to file cost studies to show their costs, but such studies must be subject to the same
examination and forward-looking cost standards as are the ILECs costs studies. Rate Counsel
also requests that the Board seek commitments from carriers to pass through access charge
reductions to consumers. Id. at 69,

in its Reply Brief, Rate Counsel asserts that Verizon's argument that if the Board were to
lower its intrastate access rates without permitting a rate rebalancing mechanism, the result
would have constitutional implications is without merit. Verizon has the opportunity to seek
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further relief in a subsequent proceeding for any revenue losses arising from intrastate access
reform. Rate Counsel further argues that while the constitution protects utilities from
confiscatory regulation, as held in Duquesne Light Co. v. Barasch, 488 U.S. 299, 307 (1989),
the Court has further held that in determining whether a rate is confiscatory depends on whether
the rate is just and reasonable and not on what methodology is used. Federal Power Commn v.
Hope Natural Gas Co., 320 U.S. 591, 602-603 (1944). Verizon's subsequent opportunity to
recover claimed revenue losses that result from intrastate switched access rate reductions
dispels any notion that access reform would be confiscatory.

Rate Counsel's Reply Brief goes on to state that when Monmouth's cost study is revised,
the adjusted cost for access is well below the flash cut rate proposed by Rate Counsel. In
addition, when the Joint CLECs cost studies are revised to be forward-looking, the adjusted cost
for access is below PAETEC's and One Communications’ respective interstate access prices.
The Joint CLECs and Monmouth mount no serious or articulated basis for the Board to deviate
from its well established policy that a carrier's return is measured by looking at all services and
not just one service or subset of services. The Joint CLECs and Monmouth fail to acknowledge
the Board's 1995 IntraLATA Prescription Order that clearly set forth the standard of looking at all
services including regulated, competitive and other services. RC RB at 12.

Rate Counsel submits that the Board should give no weight to WVT's cost studies
because they are not part of the record. Neither Board Staff nor any other party put into the
record responses to Staff discovery. As a resuit, there is no factual basis to conclude that
Warwick intrastate access rates are in fact reasonable or are reflective of forward-looking rates.
In fact, Warwick acknowledges that its rates were set in September 2, 1983 and at that time
such rates were set under rate of return regulation. Under rate of return regulation, rates are
based upon embedded costs and therefore, such rates by definition are not forward looking.
Rate Counsel also notes that reporting of costs under Part 36 and Part 69 are based upon
embedded costs and not forward-looking costs. Rate Counse! also notes that Warwick’s
request is inconsistent with the Board's stated intention to set one intrastate rate for all carriers.
Rate Counsel asks that the Board reject Warwick's request to change the scope of the
proceeding at this time. Id. at 14.

NEW JERSEY CABLE AND TELECOMMUNICATIONS ASSOCIATION

In its Initial Brief, NJCTA, an organization whose members currently provide a broad
range of communications services in competition with ILECs and CLECs, argues that the Board
should take two measures in this proceeding to further the competitive provision of
telecommunications services in New Jersey and to reduce distortions in the state’s current
intrastate access charge regime.

First, NJCTA contends that the Board should cap CLECs Intrastate Access Rates at the
competing incumbent's intrastate rate, unless a CLEC can prove to the Board that a higher
intrastate access rate is necessary to recover its costs. According to NJCTA, the need to
constrain CLEC access charges is driven by a relatively small number of CLECs that assess
charges well in excess of their competing incumbent carrier, and the unchecked ability of
CLECs to impose inflated access charges creates incentives to structure business
arrangements designed primarily o generate access revenue. NJCTA member companies (and
their customers) have no aiternative but to pay supracompetitive intrastate access rates to
certain CLECs to provide customers with the ability to make calls to those CLECs’ customers,
according to the brief. These rates are not subject to market discipline, may have no
reasonable relation to cost. and thus are antithetical to the competitive market fostered by this
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Board's policies. Moreover. if, as some CLECs claim, their costs justify higher rates, NJCTA
suggests that the Board can provide a procedure to allow a CLEC to make an affirmative
showing that the ILEC intrastate rate would be insufficient to recoup costs. Id. at 2.

Second, NJCTA supports the Board's review and reduction of all LEC access charges.
With respect to ILEC access charges, NJCTA asserts that the Board should immediately
eliminate Verizon's Market Share Line Charge ("MSLC"), because it is nothing more than a
compelled subsidy paid by Verizon's competitors to prop up Verizon's profits. NJCTA argues
that the MSLC is an outdated subsidy that does not serve any reasonable, useful purpose. The
Board granted Verizon substantial retail rate relief and Verizon today reaps revenues from a
host of other services, including video and broadband. New Jersey is one of only two states

that permit recovery of this type of charge. The MSLC should therefore be eliminated, NJCTA
argues. Id, at 2-3.

NJCTA goes on to state in its Reply Brief that subsidy-ridden access charges (like the
MSLC) are not only outdated and anti-competitive, they are wholly unnecessary in light of the
greatly increased revenue opportunities available to Verizon through a host of services that are
free from rate regulation. These include long distance service, vertical features, such as call
waiting, and DSL. Verizon has received substantial price flexibility for its local voice service,
which it has used to its full advantage. NJCTA argues that Verizon is a company with over $100
billion in revenues, a thriving wireline and wireless business, and easy access to the capital
markets. Verizon does not need (and the Board should not permit) legacy subsidies in the form
of the MSLC originally intended to keep local phone rates low in order to fund its investment in
advanced and competitive services. The Board should end this antiquated practice and instead
allow CLECs to put these resources to innovation and investment in their own networks and
products, rather than contributing to Verizon's bottom line. NJCTA RB at 6.

NJCTA further argues that Verizon's claim that its revenues are insufficient to cover its
costs without access charge subsidies such as the MSLC is predicated on the disproportionate
and unreasonable assignment of all network costs to basic voice service when the same
network is used to provide other advanced and competitive services that contribute substantially

to network costs. There is simply no support in the record for the MSLC, according to NJCTA.
Id. at 7.

DISCUSSION

Prior to the divestiture of AT&T in 1984, AT&T was a monopoly that provided both local
and long distance or toll cailing. Generally, toll calls were priced in excess of cost so that local
service rates could be kept artificially low. With the divestiture of AT&T, local telephone service
was provided by local exchange companies, like New Jersey Beli, and long distance service
was provided by interexchange carriers, like AT&T. In an effort to continue the subsidy flow
from toll calls to local service, access charges were developed separately for interstate calls by
the FCC and for intrastate calls by the Board. Access charges were purposely set well above
the cost to provide the service, to maintain the existing subsidy. IXCs such as AT&T pay LECs,
such as Verizon (formerly New Jersey Bell) for the use of the local telephone network to
complete toll calls.

Since the divestiture, the FCC and numerous other states have, over time, reduced
and/or eliminated the subsidy paid through access charges as telecommunications markets
have become competitive. The Board opened this investigation to determine the appropriate
level of access charges in New Jersey, which have changed little since 1984,
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The parties’ positions in this proceeding have been described in detail above. On one
side of the argument, AT&T, Sprint, the NJCTA and Rate Counsel, those that seek to have
access charges reduced, argue that the current Intrastate Access Rates contain subsidies that
distort the competitive market by assessing IXCs with access rates significantly higher than the
rates paid by their competitors. These parties ask that the Board no longer require their
customers to subsidize the services and customers of their local exchange carrier competitors.

On the other side -- the primary recipients of access charges — Verizon, Embarg and the
CLECs argue that their access charges should not be reduced and that the existing subsidy
should continue. Verizon and Embarg ask that the Board maintain the flow of subsidy to offset
their carrier of last resort obligations and to keep their basic residential rates low.

Over the past 22 years, this Board has recognized the changing nature of the
telecommunications industry by reducing and/or eliminating regulation and granting pricing
flexibility, where appropriate, in the face of competition in the marketplace. See, e.g., ILEC
Reclassification Proceeding. While the pace of this relaxation of regulatory oversight may not
have satisfied everyone, the Board has been deliberate and consistent in its approach in

permitting the marketplace to determine prices where a showing has been made that sufficient
competition exists.

In fact, in 1987, five years prior to the enactment of state legislation that determined that
it was state policy to open markets to competition, and nine years before federal legislation
opened local telephone markets to competition, this Board granted regulatory relief to New
Jersey Bell for a group of services that the Board described as subject to "obvious market
competition”.*  Since that time. this Board has granted partial or complete regulatory and
pricing freedom to virtually all of Verizon and Embarq retail services,® and the CLECs have
complete pricing freedom for all retail services.® In these decisions, the Board has made a
concerted effort to balance the need for the appropriate level of continued consumer protections
in the marketplace, with the desire to eliminate unnecessary regulation of carriers under the
Board's jurisdiction. Each decision was a measured step toward allowing competing carriers
more pricing flexibility in order to more effectively compete in the market. Each decision was
consistent with the Board's statutory obligation to balance the needs and the rights of both the
utility and the consumers of those utility services.

Following these progressive, pro-competitive policy determinations, the Board now has
completed its review of access charges. These rates were established in 1984 and have not
been materially changed since that time. As described above, much has happened in the
industry since 1984. It is this Board's view, based upon the record in this proceeding, that it is
time to reduce these long standing subsidies that are neither necessary nor appropriate in the
increasingly competitive marketplace. As noted in the record, many states and the FCC have
reduced access charge rates over the years, some as many as 15 years ago. The policy
decisions by the Board in the past to include significant subsidies in these rates were

' IIM/O the Petition of New Jersey Bell Telephone Company for Approval of a Proposal for a Rate

Stability Plan and Relaxed Earnings Surveillance for Certain Competitive Services, BPU Docket No.
TO87050398 (June 22, 1987).

% See, ILEC Reclassification Proceeding.
" See, I/M/0 the Board Investigation Regarding the Reclassification of Competitive Local Exchange

Carrier (CLEC) Services as Competitive. BPU Docket No. TX06120841 (June 29, 2007) ("CLEC
Reclassification Proceeding”).
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appropriate at a time when there was littie or no competition. The Board is convinced that the
current level of subsidies is no longer necessary today.

After a careful review of the record in this matter, the Board HEREBY FINDS that
switched access service is a monopoly because there is no ability for an IXC or its customers to
avoid excessive access charges. The Board concurs with Sprint's argument, that LECs have a
monopoly over access to their end users, which has permitted a situation where CLECs have
charged access rates well above the rates that ILECs charge for similar services. Sprint |B at
47. Verizon, in countering the Joint CLECs position that switched access service is competitive,
argues that regulation prohibits an originating carrier from blocking calls to a CLEC with a high
access rate. VZ RB at 10. Furthermore, switched access is a monopoly because an originating
carrier does not have a choice of terminating carriers. VZ RB at 10; and VZ IB at 11 FN 21.
Accordingly, the Board does not find persuasive the Joint CLECs’ claim that they do not have a

maonopoly on intrastate access services and that the Board should permit the market to control
Intrastate Access Rates.

AT&T argues that the functionality used to provide interstate and intrastate switched
access do not materially differ. See also, Sprint IB at 29-31. AT&T IB at 9. The Board agrees.
Accordingly, the Board HEREBY FINDS that there is no material difference in the functionalities
used to provide interstate and intrastate switched access and, as a result, any disparities in the
Intrastate and Interstate Access Rates should be eliminated. Additionally, the CLECs and
ILECs in New Jersey have been charging interstate rates and using interstate rate structures for
all interstate calls in New Jersey since the FCC issued its CLEC Rate Cap Order. Sprint
argues, and the Board agrees that the FCC's approach has been successful and the FCC has
not since changed its approach to the pricing of interstate Access Rates. Sprint iB at 48. The
record also indicates that there is no evidence that interstate access rates capped by the FCC
eight years ago have caused any CLEC to exit the market. See, Reply Testimony of Verizon
witness Vasington at 17; Rebuttal Testimony of AT&T witness Aron at 56.

Throughout the proceeding emphasis was placed on the benefits of reducing and
maintaining the Intrastate Access Rates. After a review of the record and the arguments put
forth by the parties, the Board HEREBY FINDS that a reduction of Intrastate Access Rates will
benefit customers because there is a relationship between reduced access charges and toll
reductions. The record aiso shows that not only will market discipline drive IXC rates lower, but
AT&T has committed to eliminate an in-state connectivity fee and reduce the decrement rate on
prepaid calling cards. AT&T IB. at 11-12.

Many of the parties in this proceeding offered into evidence their cost studies to support
their positions. The record shows that each and every cost model presented in this proceeding
overstates, and in some cases, grossly overstates intrastate switched access costs. The record
shows that flaws in the access cost models include, but are not limited to, cost of capital,
common overheads and depreciation rates that were inappropriately inflated. Furthermore, loop
costs, which should not be included, are in some cases the largest cost elements in the cost
model. These costs are inappropriate for inclusion in the access cost models in this proceeding.
Moreover, there is evidence that the cost models offered by the parties are not forward looking
as required by the Board's December 2008 Order. Accordingly, the Board HEREBY FINDS that
the cost models offered by the parties to this proceeding included inappropriate costs, are
flawed and overstate costs for providing intrastate switched access service, such that they do
not form a foundation for higher access rates.
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The ILECs in this proceeding have argued that if the Board reduces Intrastate Access
Rates, the Board should provide the LECs with more pricing flexibility to offset the reduction in
Intrastate Access revenues. VZ 1B. at 2. Despite the arguments from Verizon and Embarq, the
question of revenue recovery is not part of this proceeding. Verizon and Embarq agreed in their
respective Stipulations in the ILEC Reclassification Proceeding that they would have the ability
to seek additional rate relief if the Board issues an order reducing access rates. See, ILEC
Reclassification Proceeding Order at 31, 43. Moreover, the Board's December 2008 Pre-
Hearing Order in this docket provided that revenue recovery would not be determined in this
proceeding and that determination was not challenged by any party to this proceeding.

Nevertheless, the record shows that Embarqg and Verizon would still have a positive
revenue impact after both the rate flexibility granted to them in the ILEC Reclassification
Proceeding and the potential access reductions are calculated. Furthermore, CLECs have
complete retail pricing flexibility because all of their retail services have been deemed
competitive. Accordingly, the Board HEREBY FINDS that the issue of revenue recovery was not
intended to be a part of the proceeding, and the issue should be reserved for a separate
proceeding, as appropriate for each ILEC.

Verizon and Embarq also argued that if the Board reduces Intrastate Access Rates, the
Board should also eliminate their COLR obligations. However, the record shows that COLR
obligations of ILECs have not been reduced or eliminated in any state that has also reduced
Intrastate Access Rates. Sprint RB at 22. Furthermore, the ILECs have failed to quantify the
cost of their COLR obligations in New Jersey. Id. at 15, 22. Accordingly, the Board HEREBY
FINDS that the requests of Embarq and Verizon are without merit and therefore, the ILECs
current COLR obligations as codified in N.J.S.A. 48:2-23 and in the Board's rules and Board
Orders, should not be eliminated.

The Board HEREBY FINDS that the proposal for a Universal Service Fund would merely
shift the subsidy from toll customers to all customers and would protect Embarq from
competitive losses. Moreover, because Embarq is not a federally-funded high cost carrier in
New Jersey, there is no need to establish a fund for Embarq. Accordingly, the Board HEREBY
REJECTS Embarqg's proposal to establish a state Universal Service Fund.

The Board also HEREBY FINDS that the Board need not to wait for federal action from the
FCC or from Congress on Intrastate Access Rate issues. As the Board stated in its December
2008 Order, the Board regulates Intrastate Access Rates and it is within the Board's authority to
review the complete record in this proceeding and render its decision.

Finally, the LECs reguest that if the Board reduces the Intrastate Access Rates, that it do
so over a transition period. EQ IB at 69; JC IB at 4, Monmouth RB at 5-6. AT&T, Rate Counsel
and Sprint request that the Board reduce Intrastate Access Rates through a flash cut. AT&T IB
at 46.The Board HEREBY FINDS that the record supports a reduction of Intrastate Access
Rates over a transition period as more fully described below. Therefore, based upon the
extensive record in this docket, the Board HEREBY ORDERS that 1) the ILECs Intrastate
Access Rates be modified to mirror their respective interstate access rates and rate structures;
and 2) that all CLECs Intrastate Access Rates shall be reduced to, and capped at, the
corresponding ILEC Intrastate Access Rates.

The Board also HEREBY REJECTS the arguments of WVT that there is no basis in this
record to change its current Intrastate Access Rates. As the Board notes in its December 2008
Order, the Board intended to investigate the Intrastate Access Rates of the entire New Jersey
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telecommunications industry with the expectation that the results of the investigation would
apply, unless otherwise appropriate, to all entities in the state that charge Intrastate Access
Rates. In that Order, the Board denied WVT's request that it be excluded from the investigation,
and the Board similarly rejects its request here. Therefore, the Board FURTHER ORDERS that
all local exchange carriers in New Jersey, regardless of their involvement in this docket. reduce
their Intrastate Access Rates to their interstate access rates and rate structures. '

While the Board finds that it is appropriate to reduce Intrastate Access Rates to the
lower interstate levels, the Board recognizes the concerns put forth by the LECs about the
timing of these reductions. In light of the current economic conditions throughout the State, and
in recognition of actions taken by other state commissions, the Board HEREBY ORDERS that a
phase-in period be established. This will allow the Board to remove subsidies that the Board
finds are no longer appropriate without subjecting LECs to sudden revenue changes or other
negative rate continuity issues. While the Board agrees that it is necessary and appropriate to
bring access rates to a more reasonable level quickly, a balanced, phase-in approach is good
public policy. Therefore, the Board FURTHER ORDERS that the reduction to the respective
ILEC interstate rates and the mirroring of the interstate rate structure shall be accomplished in
four phases over a 36-month period. {n addition to recognizing the economic environment and
the need for allowing all parties a transition phase on the rate change, a 36-month period
represents a reasonable compromise between the “flash cut” called for by certain parties and
the five-year phase-in that represents the outer time frame used by two other states. Thirty-six
months is also consistent with the FCC's phase-in for the reduction of CLEC access charges as
well as suggestions by the CLECs in this proceeding.

For the reasons stated above, the Board HEREBY FINDS that the legacy subsidies
contained in intrastate switched access rates are no longer appropriate and should therefore be
removed. In an effort to remove legacy subsidies as quickly as possible under the Board's four-
step, 36-month phase-in, thereby sending the appropriate pricing signals to toll providers, the
Board HEREBY ORDERS that the subsidy elements, specifically the ILECs’ Carrier Common
Line Charge ("CCLC") and Verizon's Market Share Line Charge ("MSLC") shall be eliminated
and/or reduced first, followed by other access rate elements. In light of the fact that the
individual ILEC intrastate tariff and rate structures are currently not the same, each step of the
four-step phase-in will necessarity differ by carrier. However, the phase-in detailed below, while
not the same for each carrier, is consistent with the Board's desire to remove non-cost based
subsidies first, without causing rate continuity issues with each carrier.

Therefore, the Board HEREBY ORDERS the following reductions in intrastate switched
access rates:

Phase |. Effective 20 days from the date of this Order

(1) Verizon and Embargq shall eliminate the Carrier Common Line Charge.

(2) Verizon shall also reduce its Market share Line Charge (MSLC) by 25% from 98 cents
to 73.5 cents per line.

(3) Warwick Valley Telephone Company shall reduce its CCLC by one-third.

(4) CLEC rates shall not exceed the composite, per minute intrastate rate charged by the
ILEC in whose territory switched access calls are originated or terminated.
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Phase ll. Effective 12 months from the date of this Order

(1) Embarq shall reduce its intrastate switched access rates by one-third of the difference
between its Intrastate Access Rates and its Interstate Access Rates.

(2) Verizon shall further reduce its MSLC rate (of 73.5 cents) by an amount equivalent to
one-third of the then existing remaining difference between total intrastate switched
access revenues and the amount that would be generated if Verizon's intrastate
switched access rates were set at its interstate rates.

(3) Warwick Vailey Telephone shall reduce its CCLC by an additional one-half.

(4) CLEC rates shall not exceed the composite, per minute intrastate rate charged by the
ILEC in whose territory switched access calls are originated or terminated.

Phase lll. Effective 24 months from the date of this Order

(1) Embarq shall reduce its intrastate switched access rates by one-half of the difference
between its intrastate rates and its interstate rates.

(2) Verizon shall eliminate the remaining MSLC rate. In addition, Verizon shall reduce
other access rate elements that, when combined with the elimination of the MSLC, are
equivalent to one-half of the then existing difference between total intrastate switched
access revenues and the amount that would be generated if Verizon's intrastate
switched access rates were set at its interstate rates.

(3) Warwick Valley Telephone shall eliminate the remainder of its CCLC.

{(4) CLEC rates shall not exceed the compaosite, per minute intrastate rate charged by the
ILEC in whose territory switched access calls are originated or terminated.

Phase V. Effective 36 months from the date of this Order

(1) Embarq, Verizon and Warwick Valley Telephone shall reduce their intrastate switched
access rates to be equal to their interstate rates and mirror their interstate access rate
structure.

(2) CLEC rates shall not exceed the composite. per minute intrastate rate charged by the
ILEC in whose territory switched access calls are originated or terminated.

The Board FURTHER ORDERS that, within 7 calendar days of the date of this Order,
Embarq, Verizon and Warwick Valley Telephone shall provide to Board Staff their proposed
composite per minute Intrastate Access Rates that are to become effective 20 days from the
date of this Order as Phase 1. Board Staff shall electronically circulate to the CLECs, the per
minute intrastate Access Rates as proposed by the ILECs. In addition. Embarq, Verizon and
Warwick Valley Telephone shall provide to Board Staff and all CLECs their proposed composite
rates 45 days prior to each effective date for Phase Il, Phase Il and Phase V.

30 DOCKET NO., TX08090830



Any disputes that arise regarding the Intrastate Access Rates charged or the
implementation of this Order shall proceed in accordance with the Board's rules and regulations.
However, in no event shalil the filing of any billing dispute serve to stay the effective date of the
implementation of the Intrastate Access Rates as discussed above. Moreover, rate and billing
adjustments will be implemented in a true-up process, as appropriate.

The actions by the Board in this Order reflect a policy recognition that, in a mostly
competitive field, legacy subsidies are no longer necessary or appropriate. As described above
and as reflected in the record, the Board HEREBY FINDS that the ILEC interstate access rate
that the Board is setting herein as the appropriate rate for Intrastate Access charges at the
conclusion of the phase-in period, is in excess of cost for providing Intrastate Switched Access
service. Therefore, the revenues from the reduced Intrastate Access Rates will continue to
provide a contribution to LECs. While it is not within the Board's authority to order a reduction in
toll rates in light of access reductions, the Board does fully expect carriers that benefit from
these reductions to fulfill the commitments made in this proceeding and pass through the effects
of these savings to New Jersey consumers. The Board looks forward to continuing the process
of examination and review of telecommunication regulation and policy toward a fair and
equitable environment for both customers and telecommunications providers.

All local exchange carriers (ILECs and CLECs) who provide intrastate switched access
services in New Jersey are HEREBY ORDERED to file amended tariff pages to effectuate the
determinations in this decision. not later than 15 days from the date of this Order. with an
effective date of 20 days from the date of this Order. In addition, all local exchange carriers are
FURTHER ORDERED to file updated tariff pages at least 10 days prior to the effective date of
each subsequent phase as described above.
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Sponsors: Dave Boasick

Referencing the testimony of Dr. Staihr, which purports to produce the results of a
survey of CenturyLink customers regarding their reaction or possible reaction to
an increase in the price of basic local service, has CenturyLink increased
residential basic local service rates in Pennsylvania at any time from January 1,
2003 to the present,? If yes, please provide the following for each such increase:

(a)  the date of each price increase;
(b) the monthly rate for basic local service before and after that increase;

(<) the number of CenturyLink customers buying basic local service betore
the increase as of the date closest to the increase for which data are
available, split between customers buying basic local service on a stand-
alone basis and customers buying basic local service as part of a bundle
(i.e. along with any other telephone service pre-packaged at a combined,
set price);

(d) the number of CenturyLink customers buying basic local service 6 months
after the increase (or the closest date thereto for which data are available),
split between customers buying service on a stand-alone basis and
customers buying service as part of a bundle (i.e. along with any other
telephone service pre- packaged at a combined, set price); and

(¢)  any survey or other analysis conducted or reviewed by or on behalf of
CenturyLink or any atfiliate to determine customers” anticipated or actual
reaction to that price increase.

Objection:

As to subparts (c) through and including (e), CenturyLink objects on the ground
that responding to the question would require the making of an unreasonable
investigation and an oncrous special study which cannot be reasonably conducted.
The question is also vague and unclear. Thus, the question causes unreasonable
investigation as well as annoyance, burden, and expense. 52 Pa. Code §§5.361(a)
and {b). Moreover, subparts (¢) and (d) are objected to on the basis that the
question uscs terms that are not detined or referenced and, therefore, 1s overbroad.
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CenturyLink Responses to
AT&T -- Set 111

vague and burdensome. As to subpart (¢) and the request tor information
regarding “any affiliate,” CenturyLink objects on the ground that that the
information requested is not relevant and not reasonably calculated to lead to the
discovery of admissible evidence. 52 Pa. Code §5.321. See ulso, General
Objections. Finally, CenturyLink maintains that AT&T propounded discovery
requiring such a detailed and special study so late in the procedural schedule so as
to give itself an opportunity to “reserve” a claimed “right” to respond in
surrebuttal and/or rejoinder testimony. The question requires unreasonable
investigation and causes undue annoyance, burden, and expense. 52 Pa. Code
$§5.361(a) and (b).

Response: (AT&T-CTL-3-2 continued)

Per a meet and confer call, AT&T madified the question to reflect the time period
from January 1. 2005 to present. In addition, as discussed during the meet and
confer, subparts (c) and {d) require a special study. CenturyLink is currently
investigating 1f the requested special study can be reasonably conducted and the
extent to which it can provide any responsive information. If pussible, a response
to the question will be provided on or before March 5. 2010.
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CenturyLink Responses to
AT&T — Set 111

Spensor: David Bonsick
AT&T-CTL-3-3:

Refercncing the testimony of Dr. Staihr, which purports to produce the results of a
survey of CenturyLink customers regarding their reaction or possible reaction to
an increase in the price of basic local service, has CenturyLink or any affiliate of
CenturvLink increased residential basic local service rates in New Jersey or
Virginia at any time from January 1, 2003 to the present? If yes, please provide
the following for each such increase:

(a) the date of each price increase;
(b)  the monthly rate for basic local service before and after that increase;

{c) the number of CenturyLink customers, or customers of the applicable
CenturyLink affiliate, buying basic local service before the increase, as of
the date closest to the decrease for which data are available, split between
customers buying basic local service on a stand-alone basis and customers
buying basic local service as part of a bundle (i.e. along with any other
telephone service pre- packaged at a combined, set price);

(d) the number of CenturyLink customers, or customers of the applicable
CenturyLink affiliate, buying that service 6 months after the increase (or
the closest date thercto for which data are available), split between
customers buying service on a stand-alone basis and customers buying
service as part of a bundle (1.¢. along with any other telephone service pre-
packaged at a combined, set price); and

(e) any survey or other analysis conducted or reviewed by or on behalf of
CenturyLink or the applicable CenturyLink atfiliate or any other
Centurylink afftliate to determine the anticipated or actual customer
reaction to that price increase.

Ohbjection:

First, as to the question and all subparts and the request for information regarding
“any atfiliate,” CenturyLink objects on the ground that that the information
requested 1s not relevant and not reasonably calculated to lead to the discovery of
admissible evidence in this proceeding in Pennsylvama. 52 Pa. Code §5.321.
Sece also, General Objections.  The question secks information well beyond the
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Pennsylvania-specific study presented in this proceeding, beyond any
Commission-identified issue slated for this proceeding. and beyond any fact or
defense relevant to Pennsylvania or admissible in this proceeding. Unlike AT&T,
CenturyLink has not tnjected into this proceeding rate or consumer-specific
information from other states. Second, CenturyLink objects on the ground that
responding to the question would require the making of an unreasonable
investigation and an onerous special study which cannot be reasonably conducted.
Third, even if it is found that information could be obtained via a reasonable
special study, producing it would be voluminous and exceedingly burdensome.
Fourth, the question is also vague and unclear. Finally, CenturyLink maintains
that AT&T propounded discovery requiring such a detailed and special study so
late in the procedural schedule so as to give itself an opportunity to “reserve™ a
claimed “right” to respond in surrebuttal and/or rejoinder testimony. The question
requires unreasonable investigation and causes undue annoyance, burden, and
expense. 52 Pa. Code §§5.361(a) and (b).

Response: (AT&T-CTL-3-3 continued)

Per a meet and confer call, AT&T modified the question to retlect the time period
from January 1, 2005 to present. In addition, as discussed during the meet and
confer, the question would require a burdensome special study only to seek
information that is not relevant and not admissible. CenturyLink is currently
investigating if any of the information requested in the subparts of this question
can be reasonably conducted and the extent to which it can provide any
responsive information. If possible, a response to the question will be provided
on or before March §, 2010.
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Sponsor: Dr. Brian Staihr
AT&T-CTL-3-4:

Referencing the testimony of Dr. Stathr, which purports to produce the results of a
survey of CenturyLink customers regarding their reaction or possible reaction to
an increase in the price of basic local service, please provide the following:

(a) Please state whether, prior to the survey described in Dr. Staihr’s
testimony, Centurylink or any atfiliate of CenturyLink has performed or
reviewed a survey of consumers’ anticipated or actual reaction in advance
of any increase in the price of any service in Pennsylvania or any other
state.

{b)  please state whether the results of that survey had any ctfect on the price
increase.

(©) please provide any and all analyses or data showing how the results ot the
survey compared to the actual customer reactions after the price increase

Objection:

First, as to the request tor information regarding “any affiliate™ and “or any other
state,” CenturyLink objects on the ground that that the information requested is
not relevant and not reasonably calculated to lead to the discovery of admissible
evidence in this proceeding in Pennsylvania. 52 Pa. Code §5.321. See uiso,
General Objections. The question seeks information well beyond the
Pennsylvania-specific study presented in this proceeding, beyond any
Commission-identified issue slated for this proceeding, and beyond any fact or
defense relevant to Pennsylvania or admissible in this proceeding. Unlike AT&T,
CenturyLink has not injected into this proceeding rate or consumer-specific
information from other states. Second, CenturyLink objects on the ground that
responding to the question would require the making of an unreasonable
investigation and an onerous special study which cannot be reasonably conducted.
Third, even 1f it 1s tound that information could be obtained via a reasonable
special study, producing it would be voluminous and exceedingly burdensome.
Fourth, the question is also vague and unclear. Finally, CenturyLink maintains
that AT&T propounded discovery requiring such a detailed and special study so
fate in the procedural schedule so as to give itself an opportunity to “‘reserve” a
claimed “right” to respond in surrebuttal and/or rejoinder testimony.
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The question requires unreasonable investigation and causes undue annovance,
burden, and expense. 32 Pa. Code §§5.361(a) and (b).

Response: (AT&T-CTL-3-4 continued)

Without waiver of any objections, CenturylLink provides: To the best of
CenturyLink’s knowledge, CenturyLink has not performed or reviewed a survey
of customer’s anticipated or actual reactions in advance of any increase in the
price of any service in Pennsylvania.
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Sponsor: Dave Bonsick
AT&T-CTL-3-5:

Referencing the testimony of Dr. Staihr, which purports to produce the results of a
survey of CenturyLink customers regarding their reaction or possible reaction to
an increase in the price of basic local service, please provide all consumer surveys
and other analyses of customer reaction to possible price increases, including
clasticity analyses, that were conducted or reviewed by or on behalf of
CenturyLink or any affiliate of CenturyLink prior to CenturyLink's last three price
increases for basic local service in Pennsylvania, or any price increase for basic
local service by CenturyLink or an affiliate in states other than Pennsylvania for
the last five years.

Objection:

First, as to the request for information regarding “any affiliate,” ** any other
state,” and “any price increase for basic local service by CenturyLink or an
affiliate in states,” CenturyLink objects on the ground that that the information
requested is not relevant and not reasonably calculated to lead to the discovery of
admissible evidence in this proceeding in Pennsylvania. 52 Pa. Code §5.321.
See also, General Objections.  The question seeks information well beyond the
Pennsylvania-specific study presented in this proceeding, beyond any
Commission-identified issue slated for this proceeding, and beyond any fact or
defense relevant to Pennsylvania or admissible in this proceeding. Unlike AT&T,
CenturyLink has not injected into this proceeding rate or consumer-specific
information from other states. Second, CenturyLink objects on the ground that
responding to the question would require the making of an unreasonable
investigation and an onerous special study which cannot be reasonably conducted.
Third, even if it s found that information could be obtained or existed, producing
it would be voluminous and exceedingly burdensome. Fourth, the question is also
overly broad, vague, and burdensome (e.g., “all consumer surveys and other
analyses,” ‘“‘customer reaction,” “possible price increases,™ and “elasticity
studies™ — all of which are not defined. Finally, CenturyLink maintains that
AT&T propounded discovery requiring such a detailed and special study so late in
the procedural schedule so as to give itself an opportunity to “‘reserve” a claimed
“right™ to respond in surrebuttal and/or rejoinder testimony. The question
requires unreasonable investigation and causes undue annoyance, burden, and
expense. 52 Pa. Code §§5.361(a) and (b).



AT&T Communications of Pennsylvania, LLL.C et al, vs. Armstrong Telephone
Company - Peunsylvania, et al.
Docket No. C-2009-2098380, et al.

CenturyLink Responses to
AT&T - Set 111

Response: (AT&T-CTL-3-5 continued)

Per a meet and confer call, AT&T agreed to review the question to see if can be
modificd given the exceedingly broad and burdensome nature of the question and
the lack of relevancy as claimed by CenturyLink.

Accordingly and without waiver of any objections, CenturyLink provides:

No customer surveys or elasticity studies were conducted in conjunction with the
increases in the price of residential basic local service implemented in January
and December of 2005.
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Sponsor: Dr. Brian Staihr
AT&T-CTL-3-6:

Referencing the testimony of Dr. Staihr, which purports to produce the results of a
survey of CenturyLink customers regarding their reaction or possible reaction to
an increase in the price of basic local service, please provide all working papers
showing or relating to the number of persons surveyed, the methodology for
selecting the persons to be surveyed, the methodology for determining the
questions to be asked. and the method by which sample sizes were determined
and any reasons for choosing any particular sample size or method.

Objection:

See, General Objections.

Response:

Without waiver of any ohjections, CenturyLink provides: With the exception of
the documents already provided to all parties in this proceeding (see, Sprint-EQ 1-
17 and AT&T-CTL 1-26), there are no other "working papers” relating to the
number of persons surveyed, the methodology for selecting persons to be
surveyed, the methodology for determining the questions to be asked, the
methodology for determining the sample size. The survey was addressed in
verbal conversations held during the month of December 2009 between
representatives of the Company's regulatory group and the Company's market
research group.
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Sponser: Dr. Brian Staihr
AT&T-CTL-3-7:

Referencing the testimony of Dr. Staihr, which purports to produce the resuits of a
survey of CenturyLink customers regarding their reaction or possible reaction to
an increase in the price of basic local service, please provide the following:

(a)  please state whether the customers surveyed were asked about or advised
of the possibility that the hypothesized increases in local service rates
might result in decreases in long distance rates;

(b) please provide any all consumer surveys and other analyses of consumer
reaction to potential or actual increases in local service rates if coupled
with decreases in long distance rates, conducted by or on behalf of
Centurylink or any affiliate, relating to Pennsylvania or any other state,
for the last five years,

(c) please state whether the customers surveyed were asked whether they
might obtain some service or bundle of services, other than stand-alone
basic local service, from CenturyLink as a result of the price increase;

(d) please state whether the customers surveyed were asked about or advised
of altemative services or bundles of services available from CenturyLink,

(e) please state whether the customers surveyed were asked if they would
likely remove any optional services to reduce their monthly bill, before or
in lieu of chousing to disconnect their service; and

() please state whether the customers surveyed that said they were likely to
leave CenturyLink were asked what monthly price they expected to pay
for local service after they left CenturyLink.

Objection:

First, CenturyLink objects on the ground that responding to the question and all
subparts would require the making of an unreasonable investigation and an
onerous special study which cannot be reasonably conducted. The requires
unreasonable investigation and causes undue annoyance, burden, and expense. 52
Pa. Code §§5.361(a) and (b). Second, the request for information regarding “any
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affiliate” and “other analyses™ are hroad and burdensome. [n addition, the request
for information relative to other CenturyLink affiliates in other states is not
relevant and not reasonably calculated to lead to the discovery of admissible
evidence in this proceeding in Pennsylvania. 52 Pa. Code §5.321. See also,
General Objections. Third, even if it is found that information could be
reasonably obtained, producing it would be voluminous and exceedingly
burdensome.

Response {ATT-CTL-3-7);

Without waiver ot any vbjections, CenturyLink provides: Survey respondents
were asked cxactly the questions that were contained in Attachment BKS-1 as
provided with Dr. Staihr's Direct Testimony. They were asked no other questions.
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CenturyLink Responses to
AT&T -- Set [T1

Sponsor: Dr. Brian Staihr

AT&T-CTL-3-8:

Referencing the testimony of Dr. Staihr, which purports to produce the results of' a
survey of CenturyLink customers regarding their reaction or possible reaction to
an increase in the price of basic local service, please provide the following
information:

(a) what number or percentage of customers surveyed buys local service as
part of a bundle?

(b) what number of percentage of customers surveyed buys local service
on a stand-alone basis?

(c) what 1s the average monthly bill that CenturyLink currently assesses on
those customers identified in response to part (a)? ’

(d) what is the average monthly bill that CenturyLink currently assesses on
those customers surveyed identified in response to part (b)?

QObjection:

CenturyLink objects on the ground that responding to the question and all
subparts would require the making of an unreasonable investigation and an
vnerous special study which cannot be reasonably conducted. Thus, the question
requires unreasonable investigation and causes undue annoyance, burden, and
expense. 52 Pa. Code §§5.361(a) and (b). Finally, CenturyLink maintains that
AT&T propounded discovery requining such a detailed and special study so late in
the procedural schedule so as to give itselt an opportunity to “rescrve” a claimed
“right” to respond in surrebuttal and/or rejoinder testimony.

Response:

Without waiver of any objections, CenturyLink provides: Providing this
information would require conducting a new and extensive analysisistudy on the
customers that made up the group of survey respondents. CenturyLink does not
have the information requested and cannot reasonably conduct a speciat study as
requested in the subparts to this question.
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Sponsor: David Bonsick

Referencing the testimony of Mr. Bonsick at pages 17-18 wherein Mr. Bonsick
states that “building and maintaining the local network, especially in rural, high
cost areas, is capital intensive;"” please provide the following:

(a) the exact amount of capital spending budgeted by CenturyLink ¢ach year
since 2004 to “*build and maintain the local network™ in Pennsylvania;

(b)  CenturyLink’s total revenues (before any separations, and separately
stated, after separations) derived from Pennsylvania each year since 2004;
and

() CenturyLink’s capital budget as a percentage of revenues, before
separations, and separately stated, as a percentage after separations, each
year since 2004.

If less hurdensome or more readily available, you may substitute actual capital
expenditures for capital budget amounts in parts (a) and (c) above.

Objection:

As to the request for budgeted information and capital budget as a percentage of
revenues, CenturyLink objects on the ground that that the information requested is
not relevant and not reasonably calculated to lead to the discovery of admissible
evidence in this proceeding in Pennsylvania. 52 Pa. Code §5.321.

Response:

Per a meet and confer call, AT&T agreed to provide a definition of its use of the
term “separations.”  As of March [, 2010, AT&T has not provided a definition.
Moreover, AT&T moditied the question to reflect the time period from Sanuary |,
2005 to present. Accordingly, without waiver of any objections and based upon
CenturyLink’s understanding of separations, CenturyLink provides:

(a) Actual capital expenditures in Pennsylvania are identified below.
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Respanse: AT& T-CTL-3-10 (continued)

BEGIN CTL CONFIDENTIAL

END CTL CONFIDENTIAL
(b) Based on Centurylink's interpretation and understanding of the question
below are revenues for 2004 through September 2009. Final 2009
financial data is not available at this time.

BEGIN CTL CONFIDENTIAL

END CTL CONFIDENTIAL

() The information is provided in (a) und (b) above for AT&T to pertorm the
calculations requested.
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Sponsor: Jeffrey Lindsey

AT&T-CTL-3-11:

Referencing the statement in the testimony of Messrs. Lindsey and Harper at page
6, lines 13-14 that “Consumers, investment in Pennsylvania, jobs. . .are
disadvantaged by the mirroring proposal,” please provide:

(@)

(b)

(<)

Objection:

any studies, documents, or other information within CenturyLink’s
possession that show which jobs, how many jobs, or any other information
about the jobs that will be disadvantaged by AT&['s proposal in this
case.

any studics. documents or other information within CenturyLink’s
possession that show which jobs, how many jobs, or any other :nformation
about any jobs that CenturyLink claims were disadvantaged by the
implementation ot switched access charge reductions for interstate
traffic.

is the converse of Messrs. Lindsey and Harpers claim also true?
Specifically, are any Pennsylvania jobs udvantaged by AT&T’s mirroring
proposal? Please explain why or why not.

See, General Objections.

Response:

Without waiver of any objections, CenturyLink provides:

(a)

{b)

(c)

No “studies, documents, or other information™ exist, nor are any required
for a point that supported by common scnse.

No “studies, documents, or other information™ exist nor are any required
for a point that supported by common sense.

CenturyLink has not examined this question and takes no position as to
whether Pennsylvania jobs (total throughout the State) would be
advantaged by AT&T’s incomplete muroring proposal. However. it is
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Response: AT&T-CTL-3-11 (continued)

possible to assume that jobs which are located in and depend only on
economic activity in urban areas could be slightly advantaged. while,
conversely. those jobs which are located in and depend on rural arcas
would be significantly disadvantaged. In other words, assuming that
Pennsylvania job levels were advantaged by AT&T’s incomplete
mirroring proposal, the rural effect per job is highly likely to be much
greater as there are far fewer rural jobs to absorb the negative effects of
implementing AT&T's incomplete mirroring proposal without sutficient
revenue recovery alternatives as AT&T has recommended in this
proceeding,
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Sponsor: Jeffrey Lindsey

AT&T-CTL-2-12 (sic):

Refercncing the statement in the testimony of Messrs. Lindscy and Harper at page
6, lines 13-14 that “Consumers, investment in Pennsylvania, jobs. .. are
disadvantaged by the mirroring proposal,” please provide:

(a) any studies, documents. or other information within CenturylLink's
possession that show which investment, the amount of investment, or any
other information about the investment that will be disadvantaged by
AT&T's proposal in this case.

{b)  any studies, documents. or other information within CenturyLink's
possession that show which investment, the amount of investment, or any
other information about the investment that CenturyLink claims was
disadvantaged by the implementation ot switched access charge
reductions for interstate traffic.

(L) is the converse of Messrs. Lindsey and Harpers claim also true?
Specifically. isany Pennsylvania investment advantuged by AT&T's
mirroring proposal? Please explain why or why not.

Objection:

See, General Objections.

Response:
Without waiver of any objections, CenturyLink provides:

{a) No “studies, documents, or other information™ ¢xist, nor are any required
for a point that supported by common sense.

{(b)  No “studies, documents, or other information” exist, nor are any required
tor a point that supported by common sense.

(c) CenturyLink has not examined and takes no position as to whether
Pennsylvania investment (total throughout the State) would be advantaged
by AT&T's incomplete mirroring proposal. However, it is possible to
assume that, simtlar to jobs (as addressed in response to AT&T-CTL 3-
1), investment which is located in and which depends solely on cconomic
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Response: AT&T-CTL-2-12 (sic) (continued)

activity in urban areas could be slightly advantaged, while, conversely,
investment which is located in and depends on economic activity in rural areas
would be significantly disadvantaged. The effect on rural areas is highly likely to
be much greater per-capita, as the smaller rural population is less able to absorb
the negative effects of implementing AT&T's incomplete mirroring proposal
without sufficient revenue recovery alternatives as AT&T has recommended in
this proceeding.
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Sponsor: Jeffrey Lindsey

AT&T-CTL-3-16:

Reterence the testimony of Messrs. Lindsey and Harper at page 18, lines 9-10 and

page 26, lines 18-19, please provide the following:

(a) identify the number and location of the “many” “vulnerable rural
Pennsylvanians... without competitive options.”

(b) define which services Messrs. Lindsey and Harper consider to be a
“‘competitive  option.”

(©) identify the time period that Messrs. Lindsey and Harper considered in
reaching their conclusion that such consumers would be “without
competitive options.”

(d)  identify each CenturyLink exchange where ail CenturyLink customers
have no competitive options.

(e) state whether Messrs. Lindsey and Harper consider the threat or potential
of competitive entry, whether by potential competitors such as electric
utilities who might offer Broadband over Power Line (BPL) or cable
providers who might upgrade to cable telephony, or by wireless (CMRS)
or WiMax providers, to provide any competitive option at all to
Pennsylvanians who might not have an immediately available competitor
standing by?

() Please provide all documentation to support the responses to parts (a)-(¢)
above.

Objection:

See, General Objections. Finally, CenturyLink maintains that AT&T propounded
discovery requiring such information so late in the procedural schedule so as to
give itself an opportunity to “‘reserve” a claimed “nght” to respond in surrebuttal
and/ur rejoinder testimony.
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Response: (AT&T-CTL-3-16 continued)

Without waiver of any objections, CenturyLink provides:

(a)

(b)

The locations are wherever competitive carriers cannot or will not meet
the communications needs of consumers. The exact number of customers
and locations has not been specifically determined by CenturyLink, or by
any other party, to CenturyLink’s knowledge. The number and location of
consumers without competitive options could be determined by attempting
to overlay the actual — not authorized, franchised, or otherwise permitted —
areas where service is provided by all competitors. However, due to the
proprietary nature of information relative to competitors facilities,
marketing etforts, and options, such an analysis has not been undertaken
and has not been compiled by any party to the best of CenturyLink’s
knowledge.

Customers determine competitive alternatives. Accordingly, even if a
carrier claims to provide competitive service to a given customer, 1t is the
customer that ultimately determines tf he/she/it has a competitive
alternative and if that customer does not perceive the competitor’s service
to be a viable alternative tfor any number reasons, including quality,
reliability, etc., then no viable competitive alternative will be perceived to
be available. Furthermore, the testimony refers competitive alternatives
tor basic local voice services. The most significant of these are commonly
understood to be tixed-voice services offered by cable companies or
CLECSs and mobile wireless voice services.

Time periods considered were past, present, and near-term future periods.

To the best of CenturyLink's knowledge, there are no CenturyLink
exchanges where no customers have zero competitive options.
Conversely, to the best of CenturyLink’s knowledge, there are no
CenturyLink exchanges where all customers have competitive options.
The availability of competitive options can vary by customer type and by
neighborhood to neighborhood, street to street and house to house.
Competitive carriers have the luxury of cherry-picking based on cost to
serve individual customers. Rural ILEC’s such as Centuryl.ink have no
such luxury and bear the cost of serving all.
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Response: (AT&T-CTL.-3-16 continued)

(e)

(O

Potential competitive entry was constdered by Messrs. Lindsey and
Harper. However. many “potential’ competitive services never
materialize. For example, cable telephony scrvices currently are available
outside ot incorporated city/town limits only un a limited basis - fourteen
years post Telecom Act of 1996. Despite years of promotion of growing
competition, actual cable telephony competition is not available - or is
chosen by these entities to not make itself avatlable - to many rural
Pennsylvanians who live in rural and high-cost unincorporated areas. So,
potential competition must be a secondary consideration to actual
competition.

No documentation was utilized.
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Sponsors: Jeffrey Lindsey/Mark
Harper

AT&T-CTL-3-17:

Reference the testimony of Messrs. Lindsey and Harper at page 18, lines 12-13,
please provide the following:

{a)

(b)

(v)

(d)

Objection:

What are the exact “regulatory burdens associated with being an
incumbent local exchange carrier?”

Provide citations to the legal source for cach such burden.

Identify the capital and expense cost of each and every regulatory hurden
identified.

Provide all documentation to support the responses to parts (a)-(c) above.

To the extent the question seeks an interpretation of Commission orders,
regulations, and statutes, CenturyLink objects on the grounds that the question is
not within the scope of allowable discovery and/or that the information sought is
protected by the attorney client privilege. Finally, CenturyLink maintains that
AT&T propounded discovery requining such information so late in the procedural
schedule so as to give itself an opportunity to “reserve” a claimed “right” to
respond in surrcbhuttal and/or rejoinder testimony.

Response:

Without waiver of any objections, CenturyLink provides:

(a)

To CenturyLink’s knowledge no “exact™ listing of regulatory burdens
exists. As the largest ILEC in the country, AT&T is well aware of the
regulatory burdens of being an ILEC and has not produced such a list.
Nonetheless. the major regulatory burdens inciude: the COLR obligation,
lack of price flexibility. lack of ability to discontinue service. requirements
to open network for wholesale purposes. service standards and reporting,
financial reporting obligations, low-income/lifeline obligations, access to
IXC network, interconnect wircless and wireline networks, etc.
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Response: (AT&T-CTL-3-17 continued)

(b)

(c)

(d)

This is a far from complete list, but scrves to provide a general
understanding of unique obligations faced by rural ILECs.

See, e.g., 66 Pa.C.S. § 1501. See also, Chapters 63 and 64 of the
Commission’s Rules and Regulations.

To CenturyLink’s knowledge, no financial analysis of the cost of every
rcgulatory burden has been performed by CenturyLink. The
“quantification”™ via “capital and expense costs™ of the myriad regulatory
obligations associated with universal service/COLR and safe and reliable
scrvice is not subject exact science as this question incorrectly presumes.
Indeed, industry consensus or Commissionlegislative parameters would
be necessary to gain an understanding of exactly how to calculate these
costs and expenses. AT&T, as the largest ILEC in the country, with its
vast resources, has not produced such a calculation for its [LECs, to
CenturyLink’s knowledge. The cost is obviously large and the expenses
significant — particularly in rural, high-cost areas. Fewer competitive
altematives in many rural areas ot low-population density, where only the
ILEC provides service otfers evidence as only the ILEC bears costs that
others are unwilling to bear. Verizon's actions provide additional
evidence. Venizon has divested. and continues to divest, its most rural and
high-cost access lines, signaling its belicf that the costs of serving these
areas 18 high and the risks of not receiving sufficient funds to serve these
areas is high enough for Verizon to exit these markets. Verizon's actions
in this proceeding, if ordered by the PA PUC, will serve as a step in
making this a self-fulfiiling prophecy.

No docurnentation was created or utilized to answer these questions.



AT&T Communications of Pennsylvania, LLC et al, vs. Armstrong Telephone
Company - Pennsylvania, et al.
Docket No. C-2009-2098380, et al.

CenturyLink Responses to
AT&T -- Set I

Sponsors: Jeffrey Lindsey/Mark
Harper
AT&T-CTL-3-18:

Reference the testimony of Messrs. Lindsey und Harper at page 8, lines 20-21,
please provide the following:

(a) Detine the term “COLR obligation” as used there, and provide reference
to the specific order, rule, or statute which imposes this “obligation™
uniquely on the incumbent carrier.

{b) Is CenturyLink’s purported COLR obligation a uniquely intrastate
obligation or is some portion the COLR obligation assignable to the
interstate jurisdiction?

(c) {dentify the exact “COLR obligations™ of CenturyLink: the annual cost of
cach such obligation, the total cost ot CenturyLink’s COLR obhligations in
Pennsylvania; and the amount of funding that intrastate switched access
revenues presently contribute to the “partial funding” of the COLR
obligations.

{d) Provide all documentation to support the responses to parts (a)-(c) above.

Objection:

To the extent the question seeks an interpretation of Commission orders,
regulations, and statutes, CenturyLink objects on the grounds that the question is
not within the scope of allowable discovery and/or that the information sought is
protected by the attorney client privilege.  Finally, Centurylink maintains that
AT&T propounded discovery requiring such information so late in the procedural
schedule so as to give itself an opportunity to “reserve™ a claimed “nght” to
respond in surrcbuttal and/or rejoinder testimony.

Response:
Without waiver of any vbjections, CenturylLink provides:
(2)  The termn “COLR obligation™ is defined as the unique obligation of

ILEC’s to scrve all requesting customers, irrespective of costs (except in
rare, extreme circumstances), at rates, terms and conditions oftered to
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Response: (AT&T-CTL-3-18 continued)

(b)

(<)

(d)

similarly situated customers. This includes the obligation to serve rural
and urban customers at similar rates, terms and conditions. Further. the
COLR obligation includes the obligations addressed in CenturyLink’s
responses at AT&T-CTL-3-17, above.

The COLR obligation is a combination of state and federal duties. Some
obligations appear to be redundant, some overlap, and some are exclusive
to one jurisdiction or the other. Again, as the largest ILEC in the country,
AT&T through its ILEC affiliates are well aware of the various COLR
obligations. See also, AT&T-CTL-3-17, as incorporated herein.

See also, AT&T-CTL-3-17, as incorporated herein. Also, while
CenturyLink does not support all aspects of a report from the National
Regulatory Research Institute (NRRI), see NRRI Report, entitled “Carriers
ot Last Resort: Updating a Traditional Doctrine.” A copy of that
document is attached hereto.

The annual costs of each obligation have not been determined. Again,
CenturyLink is unaware that any ILEC or regulator in the country has
undertaken to quantify these obligations, including AT&T and Verizon.
ILECs’ accounting systems are simply not set up to categorize financial
transactions in the manner requested. Similarly, the exact amount of
partial funding of COLR obligations has not been established as
accounting systems have not been set up in this manner. To
CenturyLink’s knowledge. no [LEC in the country, including the ILEC
affiliates of AT&T or Verizon, has calculated the amount of partial COLR
obligation funding present in intrastate switched access rates, if any.
CenturyLink's universal service and/or COLR funding includes a
component of switched access revenues, in addition to some level of
revenues from retail business rates and retail urban residential rates. The
latter two categories have been largely eroded by competition. increasing
the dependence of the universal service system on intrastate switched
access revenues and/or explicit universal service funding.

No documentation was created or utilized to provide responses to the
questions.
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Sponsor: Mark Harper

AT&T-CTL-3-19;

Reference the testimony of Messrs. Lindsey and Harper at page 19, lines 6-13,
please provide the following:

(a) During each month for each of the past three years, how many of
CenturyLink’s customers purchased CenturyLink’s $18 per month
service?

(b) During each month for cach of the past three years, how many of
CenturyLink's residential customers purchased local service on a bundled
basis?

(c) What proportion of CenturyLink's residential local exchange access lines
were purchased on a standalone basis (and thus subject to the $18 rate cap)
during each month for cach of the past three years”

{d)  If the monthly number or proportion of residential customers buying the
$18 price capped service is declining please explain why.

(©) Provide all documentation to support the responses to parts (a)-(d) above

Objection:

First, CenturyLink objects on the ground that responding to the question would
require the making of an unreasonable investigation and an onerous special study
which cannot be reasonably conducted. In particular, the request for monthly
information over the *‘past three years™ is burdensome and oppressive. The
question requires unreasonable investigation and causes undue annoyance,
burden, and expense. 52 Pa. Code §§5.361(a) and (b). Second, to the cxtent the
question seeks detailed monthly information over the past three years,
CenturyLink objects on the ground that that the information requested is not
relevant and not reasonably calculated to lead to the discovery of admissible
evidence. 52 Pa. Code §5.321. See also, General Objections.  Finally,
CenturyLink muintains that AT&T propounded discovery requiring such a
detailed and special study so late in the procedural schedule so as to give itselt an
vpportunity to “reserve’ a claimed “right™ to respond in surrebuttal and/or
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Response: (AT&T-CTL-3-19 continued)

rejoinder testimony.

As discussed during the meet and confer, the question as posed requires an
onerous special study. CenturyLink ts currently investigating 1t the requested
special study can be reasonably conducted and the extent to which it can provide

any responsive information. If possible, a response to the question will be
provided on or before March 5, 2010,
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Reference the testimony of Messrs. Lindsey and Harper at page 21, line 15, please
provide the following:

(a)

(b)

Objection:

Please provide any and all studies or other documentation to support the
statement that reducing switched access rates will destroy universal
service.

Please provide all examples, with supporting evidence, of states that have
reduced switched access rates and destroyed universal service as a result.

Sec, General Objections. To extent requinng CenturyLink to do a study,
CenturyLink also objects on the ground that responding to the question would
require the making of an unreasonable investigation and an onerous special study
which cannot be reasonably conducted. Finally, CenturyLink maintains that
AT&T propounded discovery requiring such a detailed and special study so late in
the procedural schedule so as to give itself an opportunity to “reserve’” a claimed
“right” to respond in surrebuttal and/or rejoinder testimony.

Response:

Without waiver of any objections. CenturyLink provides:

(a)

No studies or other documentation exist. The statement retlects the
obvious fact that a portion of switched access revenues support the
COLR/universal service obligation. Given that traditional implicit
universal service support from urban and business rates has been
eviscerated by competition in those markets, the reliance on intrastate
switched access and explicit tunding ts increased. if the PA PUC were to
order switched access reductions without sutficient revenue recovery
offset, CenturyLink's ability to meet universal service obligations could be
impaired. An impaired ability to meet universal service obligations
cquates to being unable to fully fultill the obligation.
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Response: (AT&T-CTL-3-22 continucd)

(b)

This question is flawed, contorts CenturyLink's Panel Testimony, and
contains overly-simplistic assumptions, including the presumption that
universal service as preserved by this Commission and as mandated policy
set forth by the Pennsylvania General Assembly can be reduced to a
mathematical sum game. Adequately funding the universal service/COLR
obligation is a function of retail rates, explicit universal service support,
switched access rates, and costs that are unique to each state (and each
carrier). For example, if switched access rates were reduced and displaced
revenues were recovered through offsetting explicit universal service
support, the [LECs ability to meet its universal service obligation would
not be “destroyed™ or impaired.
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AT&T-CTL-3-23:

Reference the testimony ot Messrs. Lindsey and Harper at page 21, lines 20-22,
please provide the following:

()

(b)

()

(d)

{e)

Objection:

Please provide any and all studies or other analyses or evidence
demonstrating that CenturyL ink’s commitment to broadband availability
by 2013 “could be jevpardized™ if access rates are reduced.

Please summarize Messrs. Lindsey and Harper's understanding of
CenturyLink’s broadband build out commitments made to the FCC in its
review of the recent merger with Embarqg. Is it Messrs. Lindsey and
Harper's position that intrastate access reform would relieve or lessen
CenturyLink’s broadband build vut commitments?

[s it Messrs. Lindsey and Harper's position that intrastate access reform
would relieve or lessen Centurylink's Pennsylvania broadband
commitment under Chapter 30/Act 183 or CenturyLink’s Network
Modemization Plan?

If the answer to (b) ur (¢) is anything other than an unequivocal “no,”
provide Messrs. Lindsey and Harper's understanding of how or why each
of those commitments would be relieved or lessened, and provide citation
to any supporting vrder, rule, or statute.

For each year from 2003 to the present identity the dollar amount of
intrastate access which was collected and then directed to finance
CenturyLink's broadband buildout.

First, as to subpart (b), CenturyLink objects on the ground that that the
information requested is not relevant and not reasonably calculated to lead to the
discovery of admissible evidence. 52 Pa. Code §5.321. See also, Genceral
Objections. Second, to the extent the question or any subpart seeks an
interpretation of orders. regulations, and statutes, CenturyLink objects on the
grounds that the question s not within the scope ot allowable discovery andior
that the information sought is protected by the attomney client privilege.  Finally,
as to subpart (¢), Centuryl.ink objects CenturyLink maintains that AT&T
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propounded discovery requiring such information so late in the procedural
schedule so as to give itself an opportunity to “reserve” a claimed “right” to
respond in surrebuttal and/or rejoinder testimony.

Response: (AT&T-CTL-3-23 continued)

Without waiver of any objections, CenturyLink provides:

{a)

(b)

(<)

(d)

(e)

No studies or analysis has been prepared. The testimony makes explicit
an obvious point of fact and reality. To take funding away from the
narrowband network means there will be less of it. The broadband
network leverages the narrowband network. If the narrowband network
did not exist, the broadband network would not be deployed nearly as
extensively as it has been to-date. For example, think of the narrowband
network like the foundation of a house. Then, think of the broadband
network like the frame of the house. The frame will only be built on the
foundation. If there is no foundation, there will be no frame. This does
not mean that the foundation subsidizes the frame. [t simply means that
the foundation is a condition precedent to build the frame. To be clear, the

narrowband network does not in any way subsidize the broadband
network.

No. This instant proceeding is independent of CenturyLink’s broadband
build out commitments ordered by the FCC as part of its approval of the
transfer of control of Embarq to CenturyLink. Accordingly, this
proceeding has no etfect on the FCC-ordered commitments.

No. This instant PA proceeding is independent of CenturyLink’s
broadband commitments under Chapter 30/Act 183. Accordingly, this
proceeding has no etfect on the commitments.

N/A

The dollar amount is zero for each year: 2003, 2004, 2005, 2006, 2007,
2008, and 2009.
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Sponsor: Jeffrey Lindsey

AT&T-CTL-3-24

Reference the testimony of Messrs. Lindsey and Harper at page 28, line 18. What
is the amount that 1s needed to “sufficiently fund the ILEC’s unique universal
service and COLR obligations™ for CenturyLink in Pennsylvania? Provide any
and all studies, analyses, or other evidence to support this response.

Objection:

See also. General Objections.

Response:
Without waiver of any objections, CenturyLink provides:

Quantifying universal service/COLR obligations is highly anatogous to
quantifying the “‘exact cost” of every regulatory burden. See, CenturyLink’s
responses to AT&T-CTL-3-17 and 3-18, incorporated herein. No studies or
analyses were prepared or utilized.
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Sponsor: Jeffrey Lindsey/Mark
Harper

AT&T-CTL-3-25:

Reference the testimony of Messrs. Lindsey and Harper at page 32, lines 3-6,
please provide the following:

(a) [dentify the exact “rural outlying areas’ where cable telephony, wireless
services and/or VolIP services are not readily available.

(b)  Quantify the number of residential households which are located in these
““rural outlying arcas” where cable telephony, wireless services and/or
VolIP services are not readily available. Please break down this number
for CenturyLink's territory (separately by CenturyLink exchanges), and
for any other area or ILEC in Pennsylvania for which CenturyLink has
information.

Obijection:

CenturyLink objects on the ground that responding to the question as posed (e.g.,
by exchange) would require the making of an unreasonable investigation and an
onerous special study which cannot be reasonably conducted. The question in
this regard would cause unreasonable investigation as weil as annoyance, burden,
and expense. 52 Pa. Code §§5.361(a) and (b). See, General Objections. Finally,
as to subpart (e), CenturyLink objects CenturyLink maintains that AT&T
propounded discovery requiring such information so late in the procedural
schedule so as to give itself an opportunity to “reserve’™ a claimed “right” to
respond in surrebuttal and/or rejoinder testimony.

Response:

Without waiver of any objections, CenturyLink provides:

(a) The only way to answer this question is for providers of each of these
services to provide precise maps of the areas and customers where they otter basic
voice communications services. Centurylink does not possess this intformation.
Moreover, as a gencral matter, cost correlates highly with population density tor the
provisioning of hasic voice communication services. Exchanges with higher
population density tend to sufler greater
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Response: (AT&T-CTL-3-25 continued)

line loss, indicating a greater presence of competition in these areus as
competitors avoid high-cost areas and choose to focus their services in
lower cost areas. However, although exchange level analysis is far
superior to a company (study area) level of analysis, more granular
analysis below the exchange level is necessary to truly isolate ““rural
outlying areas™ us exchanges nearly always include town centers and rural
unincorporated areas. To CenturyLink’s knowledge. no ILEC und no
regulatory agency has precisely answered this question, including
America’s two largest ILEC and Wireless carniers, AT&T and Venizon.

(b) Because CenturyLink is unable to answer {a), tt is unable to answer (b) as
it is dependent on the answer to (a).
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Person Answering:

AT&T-PTA-5-3:

Response:

Investigation Regarding Intrastate Access Charges and
IntralLATA Toll Rates of Rural Carriers and
The Pennsylvania Universal Service Fund, Docket No. 1-00040105

AT&T Communications of Pennsylvania, LLC, et al.
v. Armstrong Telephone Company - Pennsylvania, et al.
Docket No. C-2008-2098380, et al.

Interrogatories of ATT - Set V
Answers of the Pennsylvania Telephone Association

Gary Zingaretti

Referencing page 18, lines 3-4 of Mr. Zingaretti's testimony, for each
of the past three years, how much has each PTA company spent to
“maintain and improve their networks?" Please separate out amounts
spent for the legacy local network versus amounts spent on any
broadband deployment.

Please see the responses to Sprint-PTA-2-8 and AT&T-PTA-5-9. The
PTA Companies record network investment by traditional plant
accounts. Investment is not recorded separately for “legacy local
network versus amounts spent on any broadband depioyment” as
requested.



Investigation Regarding Intrastate Access Charges and
IntralLATA Toll Rates of Rural Carriers and
The Pennsylvania Universal Service Fund, Docket No. 1-00040105

AT&T Communications of Pennsylvania, LLC, et al.
v. Armstrong Telephone Company - Pennsylvania, et al.
Docket No. C-2009-2098380, et al.

Interrogatories of ATT - Set V
Answers of the Pennsylvania Telephone Assaciation

Person Answering: Gary Zingaretti

AT&T-PTA-5-T:

Response:

Referencing page 20, lines 7-9 of PTA's January 20, 2010 testimony,
which asserts that rate increases above current rates will accelerate
customer migration and lines losses and result in less revenue, not
more:

(a) Please identify each PTA company to which this statement
applies.

(b) Please provide any evidence that demonstrates that the reason
for any PTA member's customer migration or line losses is due
to price increases.

(c) Please provide any studies or analyses performed or reviewed
by any PTA companies within the last five years regarding the
impact of rate increases, including elasticity studies and
customer surveys.

This statement represents the collective experience of the
Pennsylvania RLECs represented by the Pennsylvania Telephone
Association in this proceeding. It is a generat statement reflective of
the RLECs' observation of customer behavior that as rates increase,
customer migration and line losses accelerate, resulting in lost
revenues. Please also see the responses to AT&T-PTA-1-3 and 1-4 in
the proceeding before ALJ Colweli.



Investigation Regarding Intrastate Access Charges and
IntraLATA Toli Rates of Rural Carriers and
The Pennsylvania Universal Service Fund, Docket No. 1-00040105

AT&T Communications of Pennsylvania, LLC, et al.
v. Armstrong Telephone Company - Pennsylvania, et al.
Docket No. C-2009-2098380, et al.

Interrogatories of ATT - SetV
Answers of the Pennsylvania Telephone Association

Person Answering: Gary Zingaretti

AT&T-PTA-5-9: Referencing page 26, lines 1-15 of PTA's January 20, 2010 testimony,
please provide

(a) the level of dollars each PTA company invested in its wireline

network to provide regulated voice service for each year from
2005-2009.

(b) the level of total network investments in dollars, made by each
PTA company for all services for each year from 2005-2009.

Response:

(a) The PTA Companies do not record network investment
separately for the provision of “regulated voice service".

(b) See attached.



investigation Regarding intrastate Access Charges and
intralLATA Toll Rates of Rural Carriers and
The Pennsylvania Universal Service Fund, Docket No. 1-00040105

AT&T Communications of Pennsylvania, LL.C, et al.
v. Armstrong Telephone Company - Pennsyivania, et al.
Docket No. C-2009-2098380, et al.

Interrogatories of ATT - Set V
Answers of the Pennsylvania Telephone Association

Person Answering: Gary Zingaretti

AT&T-PTA-5-10:

Response:

Referencing page 29, lines 34 of PTA's January 20, 2010 testimony,
please provide the following information:

(a) Define the term “carrier of last resort obligations” as used there,
and provide reference to the specific order, rule, or statute which
imposes each such “obligation” uniquely on the incumbent
carrier.

(b) Are the purported carrier of last resort obligations uniquely
intrastate obligations or is some portion of these obligations
assignable to the interstate jurisdiction?

(c) |dentify the exact “carrier of last resort obligations” of each PTA
member, the annual cost of each such obligation, the total cost
of such obligations in Pennsylvania; and the amount of funding
that intrastate switched access revenues presently contribute to
those obligations.

(d) Provide all documentation to support the responses to parts (a)-
(c) above.

I am not a lawyer. Consequently in my answer | provide my lay
understanding of carrier of last resort (COLR) obligations as it has
evolved on both the state and federal side, which may or may not
include all possible statutory or regulatory citations to support the
imposition of the COLR obligation on incumbents as distinguished
from other carriers.

In my lay understanding, carrier of last resort obligations refers to the
incumbents’ obligation to serve any customer within their certificated
service territories upon request.  Prior to the introduction of
competition, telecommunications services were provided by
incumbents only subject to monopoly regulation. This included the PA
PUC's grant of exclusive service franchises in exchange for the
incumbent’s obligation to provide service ubiquitously throughout that
franchised service territory. Because of this history of exclusive
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franchising, an express statutory obligation to provide COLR voice
service was unnecessary. The original Chapter 30 COLR broadband
obligations are imposed by the Commission solely on the incumbents.
Act 183, through the definition of “local exchange telecommunications
company,” referred only to incumbents. In the Telecommunications
Act of 1996 (TCA-96), ETC siatus was applied to all existing
incumbent rural carriers as the providers of last resort in their study
areas, while newly certificated competitive carriers were subject to
ETC status only if they sought universal service support and the state
commission found that designation of an additional ETC for an area
served by a rural telephone company was in the public interest.

Also, see PTA Exhibit JJL-6 in the proceeding before ALJ Colwell.
With respect to the cost of the COLR obligation, please see my
testimony beginning at page 29, line 16, and the responses to AT&T-
PTA-1-8, 9, and 10 in the proceeding before ALJ Colwell.
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Gary Zingaretti

Referencing page 29, line 5 of PTA's January 20, 2010 testimony,
please provide the following:

(a)

(b)

(c)
(d)

identify each and every "requlatory burden” associated with each
PTA company's role as providers of last resort.

provide references to the specific order, rule, or statute which
imposes each such “burden” uniquely on the incumbent carrier.

ldentify the cost associated with each such regulatory burden.

Provide all documentation to support the responses to parts (a)-
(c) above.

The regulatory burden is that burden associated with having to provide
service ubiquitously, including ubiquitous broadband deployment,
rather than rendering service availability and pricing decisions based
upon a cost/benefit analysis that includes the ability to seek to serve
only low cost, high volume, or profitable customers, or require a
minimum return before making investment, while avoiding ubiquitous
service and investment obligations. See also my response to AT&T-
PTA-5-10.
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Person Answering: Gary Zingaretti

AT&T-PTA-5-12:

Response:

Referencing page 44 lines 14-19 and page 45 lines 1-2 of PTA's
January 20, 2010 testimony, which ctaims that it is in AT&T's, Sprint's,
Verizon's and Comcast’s interest to gain more customers were RLEC
rates to be priced above the market price, please provide the following
information:

(a)

(b)

(c)

(a)

What does PTA consider to be the "market price" for each PTA
company's basic local service rates?

Please identify any competitive basic local service alternatives
provided by competitors, and identify each competitor, the
service(s), their service price points, and dates for which those
service price points were effective.

Please provide any available examples where any PTA company
has reduced prices for basic local service in response to
competitive ofters during the past 3 years, and provide the
name of the PTA company, the date of the reduction, a
description of the specific service or services for which prices
were reduced, an explanation of the reasons why such prices
were reduced, and the price(s) for each such service before and
after that reduction.

The PTA Companies use of the term “market price” is intended
to be indicative of the general market for substitutable telephone
service in the areas in which they serve. The fact that many of
the PTA companies have not used banked revenues resulting
from the operation of alternative regulation would strongly
indicate that they feel they are currently at the market price.
See (b) below for additional data on market rates.

Wireless companies, competitive LECs, and VolP providers are
the primary competitors serving RLEC markets. Wireless rates
and services are available on their websites. Competitive LEC
rates are available in their tariffs on file with the PA PUC.
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Attached are several web site price and service descriptions for
companies serving the RLEC markets. The PTA companies do
not know when these rates were effective.

(¢) No PTA Company has reduced prices for basic local service in
response to competitive offers in the last three (3) years.
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PA PUC Tariff No. |

Ammstrong Telecormmunicatkms, Inc. Section 2
Oriygmal Sheet 37
C
1. Residence Rates - Monthly Recurrng
Locat Service with Optional Calling Senvices Package %18.00
Local Service with Unlimited LATA Calling Package $22.00
Local Service with Unlimited LATA and Optional
Culling Services Package $25.00
Local Service S15.00
3. Busingss Service Offerin
Local Service - Provides the Customer with unlimited calling to those exchinges identified 1n the Local Exchange Service
portion of this taniff.
4. Business Rates - Monthly Recurnng
Iess than 20 lines $18.00
20 lines or over
-1 year service agreement $16.20
- 3 year service agrvenent $14.50
- 5 year senvice agreement $13.00
Issued: December 12, 2001 Effective Decernber 13, 2001
Dru A. Sedwick

ARMSTRONG TELECOMMUNICATIONS, INC,
One Armstrong Place
Butler, PA 1600]



Digital Phone Pricing : Blue Ridge Communications

COMMUNICATIONS
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CABLE | IiNTERNET |

Page
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Digital Phone Pricing

inclyaes unlimited tocal ard lang dolance calls wolin the conhinentai Uriled Slates,

Alasky, Hawaii, Puerta Peo Guem & US vagin Islands

i You Have:
Basic+ Cable AND Migh Speed Intamat
Basic+ Cavle OR Hgnh Speed ntarnal
Pnal Phone Only

Add Digital Phone For:

$34 95:month
$39.85/moanih
349 95:month

Cailng Features:
voce Mait

Call Waning

' Enhanced Caller 1D

1 Caller 1Q Blocking
Cali Relurn
Call Forwarding
Three Way Catiing
Speed Diaing

i EQtt
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inrluded
ncluded
Inchsted
Included
Inctutea
Includec

[imernational Calling (Click here 'or rates}
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iohone

linternatianal Calling Codas (Chek “were for Lodes)

Per-Call Charges
\ Dnrectory Assistance per calijocall

Money Back Guarantee

sl 23.!3: '

Wa are so confiden’ about the quakity of Blue Ridge Oagnal Phone thal we're ollering 3 30-

day, money-back. 5 g

It you are

fied with your Blue Ridge

Digital Phone Service lor any reason. you will recaive a refund il you cancel the Service

within 30 days of installation.”

* Dnly tees paid o
will be refunded.

Contact Us

Privacy Policy About Us

Site Index

http://www.brctv.com/prodserv/digital_phone/pricing.php
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Investigation Regarding Intrastate Access Charges and
IntralLATA Toll Rates of Rural Carriers and
The Pennsylvania Universal Service Fund, Docket No. |-00040105

AT&T Communications of Pennsyivania, LLC, et al.
v. Armstrong Telephone Company - Pennsylvania, et al.
Docket No. C-2009-2098380, et al.

Interrogatories of ATT - Set V
Answers of the Pennsylvania Telephone Association

Person Answering: Gary Zingaretti

AT&T-PTA-5-13:

Response:

Referencing page 44 lines 14-19 and page 45 lines 1-2 of PTA's

January 20, 2010 testimony, please provide the following for each
PTA member:

(a)

(a)

(b)

please state the total number of PTA customers that left its
network for a competitor, and of those that left, the number of
those customers that left due to a lower price offered by a
competitor;

please provide the number of basic local service line losses from
2005-2009, each reason for the line losses and the number of
losses to which that reason applies, and the type of competitor to
whom the customer was lost and the number of losses to which
that competitor type appties.

This information is not available. The PTA companies do not
track the reason for a customer disconnecting service.

This information is not available. See (a) above.



Investigation Regarding Intrastate Access Charges and
IntralLATA Toll Rates of Rural Carriers and
The Pennsylvania Universal Service Fund, Docket No. {-00040105

AT&T Communications of Pennsylvania, LLC, et al.
v. Armstrong Telephone Company - Pennsylvania, et al.
Docket No. C-2009-2098380, et al.

Interrogatories of ATT - Set V
Answers of the Pennsylvania Telephone Association

Person Answering: Gary Zingaretti

AT&T-PTA-5-14:

Response:

Referencing page 45, line 2 of PTA’'s January 20, 2010 testimony
wherein Mr. Zingaretti states that “not all customers have options.”
For each PTA member, identify how many customers in the PTA
territory that PTA contends do not have options and identify where
such customers are located (such as by exchange or rate center,
county, or other geographic designation). Please provide all
documents, calculations and analyses supporting your response.

The requested information is not available. The best information
available to PTA was summarized by the PTA in the proceeding in
testimony before ALJ Colwell. See PTA Statement No. 1R at pages
23, line 10 et seq. in that proceeding. Also see the response to ATT-
PTA-1-11.



Investigation Regarding Intrastate Access Charges and
IntraLATA Toll Rates of Rurat Carriers and
The Pennsylvania Universal Service Fund, Docket No. 1-00040105

AT&T Communications of Pennsylvania, LLC, et al.
v. Armstrong Telephone Company - Pennsylvania, et al.
Docket No. C-2009-2098380, et al.

Interrogatories of ATT - Set V
Answers of the Pennsylvania Telephone Association

Person Answering: Gary Zingaretti

AT&T-PTA-5-15:

Response:

Referencing page 49, lines 6-7 of PTA's January 20, 2010 testimony,
provide any and all supporting documents for the statement that “it is
unlikely that the Commission's actions will be acknowledged by the
FCC in its intercarrier compensation plans.” Identify any
conversations, correspondence or other communications any PTA
member has had with any FCC staff member or other representative
or official, or any other information PTA has in its possession
regarding its knowledge of the FCC's likely future plans. Please
provide copies of all documents referenced in this response.

There are no such documents. This testimony is my opinion and is not
based upon any specific conversation by me or any PTA Company.
Prior FCC proposals did not credit state access reform efforts.
Specific PTA Company discussions with the FCC about intercarrier
compensation ptans, if any, are disciosed in ex parte filings before the
FCC, notices of which are publicly available on the FCC's website.
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(L . T 202.457-2267

N’ at&t om0 Hara ATST Services, Inc. F 3322130218
Manager 1120 20" St NW o *--.\ .

\—/\ o tohara<? att. com

External Affars Suite 1000
Washington. D.C. 20036

February 18, 2010

VIA OVERNIGHT DELIVERY
Ms. Kristi 1270

Secretary

State of New Jersey

Board of Public Utilities

Two Gateway Center

Newark. NJ 07102

Dear Secretary [zzo:

Enclosed for filing are an original and three copies of a tariff page that revises
AT&T Commuatcations of NJ. L.P. ("AT&T") Tarift B.R.C.-N.J.-No. 1.

The following page is included in this liling:

Taritf B.R.C. N.J. - No.|
Section 6 - Page 15G

This filing reduces the Instate Connection Fee for consumers.

The enclosed tarift page has an effective date of February 21, 2010, three days
from the date ot this filing.

Acknowledgement and date of receipt of this filing are requested. A postage-
paid. pre-addressed envelope is enclosed for this purpose.

Tim O’ Hara

Enclosires

oL Stefanie Brand, Exq.. Division of the Ratepaver Advocate



ATLT COMMUNICATIONS OF NEW JERSEY, LN,
J.M. SCHWEDER, PRESIDENT
SWITCHED SERVICES

TARIFF B.P.U.-N.J. -No. 1
LASUED: FEBFUARY 19, 20310 SECTION b
EFFECTIVE: FEBRUARY 21, 2010 TTH REVIXED PACGE 134G
EY: (CAROL FAULSEN-TARIFF ADMINISTRATOR CANCELS ATH REVISED FAGE 153

208 3. Akard Streat, Dallas, TX 75202

SWITCHED SERVICES
MESSACE TELECOMMUNICATICNS SERVICE (MTS)
6.4 PRICE DETERMINATICN (Zont'd)

6.1.10. 3ZSrtate Cost Recovery Charge t(ln-Ztate Jonnectrion Fee)

A monthly service charge will be appliad to each ATST long distance
residential customer’s account. This monthly charge is applied tf a
sustoemer has ATLT billable charges and credits cn their bill, includirng,
put net limited, to, monrthiy recurring charges or minimum usage <harges.
This charge does not contribute towards any applicable minimum monthly
charge.

Customers who have ATLT Lucal rhone Service iare also excluded from this
charge .

Mcnrhly Charge: $1.20 (R}
1D}



g’ . T:. 202.457-2267
Soa’ at&t Tim Q'Hara AT&T Services, Inc. £ 330213 1?218
v\ /s Manaqer 1120 20" St.. NW fah ara& att 'l.‘am
N E qzmal Affairs Sute 1000 T

Washington, D.C. 20036

February 18, 2010

VIA OVERNIGHT DELIVERY
Ms. Kristi [zzo

Secretary

State of New Jersey

Board ol Public Utilities

Two Gateway Center

Newark, NJ 07102

Dear Secretary 17zo:

Enclosed for filing are an original and three copies of a tarift page that revises
AT&T Communications of NJ, L.P. ("AT&T") Tantt B.R.C.-N.J.-No. I.

The following page is included in this (iling:

Tarift B.R.C. N.J. - No.1
Section 2 - Page 7

This filing reduces the Instate Connection Fee for business customers.

The enclosed tarift page has an effective date of February 21, 2010, three duys
from the date of this filing.

Acknowledgement and date of receipt of this filing are requested. A postage-
paid. pre-addressed envelope is enclosed for this purpose.

Sincerg]y.

Yl

" Hara

Enclosures

e stefanie Bramd, Esq.. Division of the Ratepaver Advocate



ATET COMMUNLICATLUONG OF NEW JERSEY, TNC.
J.M. SCHWEDER, FRESIDENT
CUSTCM NETAGRK SERVICES
B.P.U.- N..J. ND, L

ISSUED: FEBRLUARY 19, 2010 SENTION 2
EFFECTIVE: FEBRUARY 21, 29310 ~ND REVISED PAGE 7
BY: {CAROQOL PAILISEN-TARIFF ADMINISTPATOR CANTCELS 1sT REVISED FAGE 7

202 S, Akard Street, Dallas, TX 75202

2. GENERAL FEGULATIONS

RIS PAYMENTS AND ZHARTGES (Cont’d)
2.5.6 INSTATE CTCNNECTION FEE

AR instate Connection Pee of $2.93 will be assessed to customers
who subscribe to rthe following services: ATET Commercial Londg
Distance, ATST All In oOne., ATAT CustomMNet, ATST Small Business
Gption, Distripubed Network; ATAT PED WATS/Plan Q and ATS&T Clear
Advantzge. This fee will be charged to all custcmers who incur at
least $0.01 of long distance usage or long distance charges an
their mcnthly bill. Billed charges <can ke in the form of billed
usajge or a billed monthly fes. This fee does not apply to
custemers that subscoribe to anly AT&T Local Services.

2.6, USE OF ANOTHER MEANS OF COMMUNICATIONS
J.6.1. General

If the customer elects to use another means of communication
during a pericd of interruption, the customer must pay the
charges for the alternative service used.

IR}
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EXAMPLES OF D&E, CONESTOGA, AND NORTH PITTSBURGH NUMBERS

USED FOR TRAFFIC PUMPING

Chat Line
Number

Advertised Descriptions, Comments

AT&T
Terminating
MOUs From
Jun 2009 To

Jan 2010

Windstream D&E (OCN 0165) 717-625
Lititz, PA

717-625-6971

“lokers Play House.” previously promoted at
i, o boncensonedPin e e conn Callers were laterdirected to dial

218-862-3200, a Minnesota numiber which is currently promoted on the

website, i v anuensoredpaty iy g ireepern e bl

1.951,359

T17-623-6974

“Munde Criolo.” promoted at htipy_ ey Uipensorad i L b cony,
with comment “You may encounter some phone sex ... Whatever
your desires are. vou could possibly find them on Mundo Criolo.™
Subsequently, the title was modified to “Club Criolo,” and the
service was moved to a Minnesota number, 218-862-3222, see,

[T RHIRARY

iy

actaeradpatylinescom Jreeparhy ines fitmd

1.5

i
)

00Y

2

717-625-6999

“Gay Sex Line,” promoted at bip: voses Uncensored Paets L isies woun, with
comment: "Gay Sex Line — 717-625-6999 1t is just that. ... Absolutely no
one under the age of 1R is allowed on this system.  If von are not into adult
content do not call this ine. You are not forced to be there, and if you are
[there] it is of your own free will.”

349,164

717-6

I
A

-699Y

“Rebel Chat™ Myspace posting at
Blips wrenpaanespce cnn RebelehanuorbdT | Zn2iameis, displaving a
photograph of a young male and a cartoon image of a marijuana leat,

69,040

Other D&E

Other identified D&E Tratfic Pumping Numbers

633771

PLIA N

Windstream D&E Subtotals

4,526,343

Windstream Conestoga (OCN 6024) 610-404
Birdsboro, PA

010-404-3169

“Sex Line.” promoted at . ey CneonsesodPorks Lo am, with
cominent: “Sex Line - 610-404-3169 1t is just that. Check it out for
yourselt. Absolutely no one under the age of 18 is ullowed on this system.
It you are not into adult content do not cafl this line. You are not torced to
be there. and if you are [there] it is of vour own free will.”

2492476

6 10-404-3099

“Puppy Love Paradise.” is promoted at
o wean bopaarsersdas Loes connas Tahighly sexually explicit party

fine where vou are sure to tulfill all of vour sexual desires, ... So get out
those spectal tovs, and come play with us 24 hres a diy.”

6x1 479
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North Pittsburgh/ Consolidated Communications (OCN 0193) 724-444

Gibsonia, PA

72 Numbers
in the 724-

“Party Line Adventures.” promoted at inip po e sy conn L provides a
tist ot 72 chat line numbers with themes such as "FCK “The only thing

444- 33XX missing is U™ “Golden Tongue & Sexy Bitch's Play Palace,” "Hookah
Block Lounge.” and “Hootersville.” 12.1X1.449
7244447444 | “Talkshoe.™ is promoted at gips v b o cont, which provides to the

public the PIN codes needed to enter cach service. The banner over the
website pages tor individual services reads, “Join this call to talk. charand
fisten. ... You don't even have to be a member.” Although Talkshoe
features a wide varicty of chat line themes, some are clearly sexual in
nature. such as “Mantalk Episode 2 Sex in the office.”™ “mmmin phone sex
baby,” “THE HUDDLE = TEEN SEX CRIMINALS.” and “Pom Chat.™ A
related web page advertises unigque telephone numbers that Talkshoe will
make availuble to chat line operators for $24 per month,

Diip i otk hos cong |‘lt“.LTH\!}."L]‘!]D aiicnnon-osis -t HAMRI T RS H

e iadal mnbers achngie e dosser-cadi- i e i, 6,243 127
724-444-3535 | “The Chatterbox,™ is promoted at lutp: oo daiterbos punty e dovy L The
pumber is an entrance point tor various chat rooms. including 20
“uncensored” chat rooms. An introductory recording greeting promotes
“The Chatterbox™ as “the best place to meet singles™ and assures callers that 741,231
the service is “safe. contidential, and always tree.”
Other N, P, | Other Identitied North Pittsburgh Traffic Pumping Numbers 207.376
North Pittsburgh Subtotals 19,373,377
Total Traffic Pumping Access MOUSs Billed to AT&T
By D&E, Conestoga, and North Pittsburgh,
June 2009 Through January 2010 36,178,008

=)




EXAMPLES OF WEB-BASED ADVERTISEMENTS PROMOTING
CALLING TO D&E, CONESTOGA, AND NORTH PITTSBURGH NUMBERS

USED FOR TRAFFIC PUMPING



yartylines com/freepartylines.html as it appeared on Feb. 14, 2010,

J/www.uncensored
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This o~ wsereen shot of the home page of hup://www.uncensoredpartylines.com as il appeared on Feb. 26, 2010.
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MyoSpace Ad for “Rebel Chat”Line 717-925-699%
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brip.//groups.my space.comfindex.cfm?fuseaction=ygroups. groupProfile & grouplD= 108019897 & Mytoken=0DD644 7F-E1 2C-4
AAROIEBOFX2BBIACS2422223 16

Groups Home » Rebel chat 717-625-6998
Give= URL: htt.:  .rou, s.m,spzce.com.’ Rebelchatworld7176256998
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View Group Photos

Category : Other

Type: Public Membership

[help] [Report Abuse ]
Founded: Dec 24, 2009 1:09 AM
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Party Line Adventures®

Chat Line Numbers (In Numeric Order) and Topics'

(as of Feb. 14, 2010)

Haxor/2011 Clubhouse

The Gays of Our Lives

Rebound

Golden Tongue & Sexy Bitch's Play Palace
Blast ya self

Moonlighter's Lounge

Hookah Lounge

Hatchet Island

Juggalo Empire

Club 21

Uncensored Embassy

Hangout

Gio'as Place

Frieands 'R us

Rainbow Pham

Knight Castle

Fun Factory

Pianofingers

Vampire Shangrila

Bam Bam's Place

The Chatterbox

Club Midnight en Espanol
Club Latino Intermational
Jeffrey Bodean's Line
Hootersville

The Wolfs Den

The Meeting Connection

B & B Pitstop

Shock Zone

" Source: g aparty i g vony

Telephone Number

217-238-6299
724-444-3500
724-444-3501
724-444-3502
724-444-3504
724-444-3505
724-444-3508
724-444-3509
724-444-3520
724-444-3521
724-444-3522
724-444-3523
724-444-3524
724-444-3527
724-444-3528
724-444-3530
724-444-35131
724-444-3532
724-444-3533
724-444-3534
724-444-3535
724-444-3536
724-444-3537
724-444-3538
724-444-3539
724-444-3540
724-444-354)
724-444-3542
724-444-3544






The Hangout

The Hideout

Texas Chatterbox
Chatterbox Espanol
Texas Tormado
Texas Roadhouse

Club Kaliente

724-444-3598
936-630-9300
936-630-9301
936-630-9302
936-630-9311
936-630-9330
936-630-9369
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nupAwww bloctalhradio.con/940)

o 10-44-3151. Conestoga Telephone & Telegraph Company

Mike the Maieta Man: abng with the chicks at m|dmgnt and Mr Wepa. Man aka- (Freddy Bagadonutz) where we discuss hot topics as well as mature? '

conversations and hottest: tracks. This is a station that allows its.caliers to. express them selves in a tiée’ manner. Piease unoerszand 1hat ali callers- .
must be at teasl 18 y13. of. age ‘and. underslands that this show is for entertainment purposes only.: And tor your safety No one is to give out there :
Phone: numbets on the air. Send us. your commients about.the show at WWLTRENO@UVE COM Also’join us at our very.own live 24 hour tree m_at
ling’ where you can meet some of the hottest and sexnest people m your area: The number to cau is 610-404 3151 and fonow me pfompt !or
instructions. ; ENJOYil! . ‘. . . . d -
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Investigation Regarding Intrastate Access RECE|VED

Charges and IntralLATA Toll Rates of : Docket No. I-00040108 A

Rural Carriers and the Pennsylvania : APR 2 0 2010

Universal Service Fund : PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

AT&T Communications of
Pennsylvama, LLC, et al.,
Complainant

V. : Docket Nos. C-2009-2098380, ¢r ul.
Armstrong Telephone Company -

Pennsylvamia, er ul.,
Respondents

PANEL SURREBUTTAL TESTIMONY OF

E. Christopher Nurse and
Dr. Ola A. Oyefusi

On Behalf of

AT&T COMMUNICATIONS OF PENNSYLVANIA, LLC,
TCG PITTSBURGH, AND TCG NEW JERSEY, INC.

AT&T Statement 1.3

April 1. 2010
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A.

INTRODUCTION AND SUMMARY

DR. OYEFUSI AND MR. NURSE, ARE YOU THE SAME WITNESSES WHO
PRESENTED DIRECT TESTIMONY ON JULY 2, 2009, SUPPLEMENTAL
DIRECT TESTIMONY ON NOVEMBER 30, 2009, AND REBUTTAL
TESTIMONY ON MARCH 10, 2010?

Yes we are,

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?
We are responding to the Rebuttal Testimony of the Office of Small Business Advocate
(“OSBA™), as well as the testimony of Qwest Communications. We are also updating
our Rebuttal Testimony to acknowledge that i) Windstream’s new D&E and Conestoga
affiliates recently stopped their traftic pumping activities. (i) traffic pumping
nevertheless remains a serious concern for Pennsylvania consumers. and (iii) the
Commission can reduce incentives for tratfic pumping by reducing RLEC access charges.
PLEASE SUMMARIZE THIS SURREBUTTAL TESTIMONY.
First, we respond to the testimony of the OSBA, which crniticized the Office of Consumer
Advocate's (“OCA™) propusal to reduce cach Rural Local Exchange Carriers’ (“RLECS™)
intrastate switched access charges to mirror the RLECS corresponding interstate rates.
The OSBA appears to agree that there is no place for RLEC subsidics in today's
competitive market, but nonetheless argues that the Commission should not reduce the
RLECS™ intrastate access rates. The OSBA's positions, however, are not supported by
the Commission’s orders or even by the RLECs themsclves. and are contrary to prior
history regarding access rates.

For one thing, the OSBA argucs that long-distance providers should contribute to
the cost of the local loop.  As a practical matter, the market alrcady has settled that issuc.

Today. long-distance providers are competing against c-mail. social networking websites,
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Internet services providers, text messaging and wircless carriers, all of which are largely
immune {from subsidy-laden access charges. Attempting to force long-distance providers
to subsidize the loop when their competitors do not is wrong, and unsustainable.
Attempting to perpetuate such an uneven playing field would distort consumer choices
and deprive Pennsylvania consumers of the benetits of full. fair competition. Indeed. the
OCA. which in the past has supported the OSBA’s theory that loop costs should be
allocated to IXCs, in this proceeding has expressly acknowledged that intrastate and
interstate switched access rates must be aligned to eliminate this competitive disparity.
As support, the OCA noted that with regard to mterstate switched access rates, the FCC
has largely removed subsidies from interstate access rates by eliminating the interstate
Carricr Common Line Charge and replacing it primarily with the Subscriber Line Charge
imposed directly on end users. Morcover, with regard to wireless call termination, the
FCC established rules for carriers to terminate calls within Pennsylvania’s very large
Major Trading Arcas at a rate less than 1/10™ of a penny ($0.0007)."' Likewise,
CenturyLink’s witnesses have testified numerous times that access rates should not
contribute to the cost of the loop because the cost of the loop should be borne directly by
the cost causers — end user local service customers.”

We agree with CenturyLink’s witnesses that, as a matter of cconomic theory. loop
cost allocation arguments like the one OSBA presents here are wrong: long-distance call

volume has absolutely no impact on loop costs, so long-distance customers should not

Baps wnrcless.fec oo auctions datasmaps-mepdt
Of course, 1t 1s axiomatic that alf production costs in the ceconomy generally. and

telecommunications specilically, are borne entirely by consumers. Arbitrary loop cost allocation does not
mean that loop costs magically disappear, or that consumers are somehow relieved from paying themn.
Rather. attempting to allocate them merely obscures the mechanism through which that entire cost is
recovered. and sends incorreet pricing signals (o the market,
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have to pay for the loop costs they did not cause. The cost of extending a loop does not
vary in any material way whether the customer makes only local calls, only long distance
calls, many calls or no calls at all. and it will not change if a call lasts for only one minute
or if' a caller stays on the phone for twenty four hours. Arguments that access should
“contribute” to the cost of the loop are not based on a valid economic cost recovery
theory. but are bascd on an obsolete construct that was necessary to promote the adoption
ot universal service goals in the monopoly era. Today, the national policy construct has
shifted as competition intensifies and, as a result, the old allocation processes are no
longer necessary to promote universal service. Indeed. to the extent the old policies
hinder the development of competition and consumer choice. they actually impede
universal service goals.

In any cvent, there is no causc for OSBA to lear that reducing intrastate switched
access rates to interstate levels will deprive the RLECs of all contribution from access
services. Neither AT&T nor OCA are proposing that the RLECS’ intrastate access rates
be reduced to incremental cost, the point where they do not include any contribution to
Jjoint and common costs, or that wircline IXCs should receive any kind of free ride like
the OSBA suggests. Rather, AT&T and the OCA propose that intrastate switched access
rates be reduced to mirror rates that the FCC has found reasonable for the identical access
service on interstate traffic originating or terminating in Pennsylvania. Those interstate
rates provide a contribution to the RLECS® joint and common costs.

Second. we respond to Qwest’s argument that reducing intrastate switched access

rates to parity with the corresponding interstate rates does not go tar enough, because,
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according to Qwest, some carriers in other states have high interstate rates.” Qwest's
proposal does not resolve the problems caused by the differcntial in intrastate and
interstate access rates. including, for example, the problems of phantom traftic and
jurisdictional misreporting. Morcover, Qwest's proposal would lead to higher intrastate
access rates than the existing interstate rates for the largest RLECs while harming the
smaller RLECs, an outcome that would not scrve the best interests of Pennsylvania
consumers.

Third, this Surrebuttal Testimony also updates the record with new information
regarding call pumping that was disclosed by Windstream after we tiled our Rebuttal
Testimony. Specifically, Windstrcam has informed AT&T -- and AT&T has confirmed -
- that Windstream’s ncw attiliates have recently ceased call pumping in Pennsylvania.
That is welcome news. However, the ultimate conclusion of our Rebuttal Testimony ~
that high acccess rates create incentives for carriers to engage in call pumping and other
detrimental practices — remains valid. As of the date of this testimony, North Pittsburgh
continues to engage in call pumping in Pennsylvania. The fact that North Pittsburgh’s
access rates are high enough to cnabilc it to cover its costs and still share some portion of
the revenuces with its traffic pumping partners is strong cvidence that the North Pittsburgh

access rates are too high.

Qwest cites an fowa carrier with a |3-cent interstate access rate. Of course. that is more than

100% higher than the interstate rate of any carrier in Pennsytvania, making Qwest’s rationale inapplicable
in Pennsylvania.
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THE OSBA IS WRONG THAT CURRENT ACCESS RATES DO NOT CONTAIN
SUBSIDIES, AND OSBA PROVIDES NO EVIDENCE THAT HIGH ACCESS
RATES MUST BE MAINTAINED IN ORDER TO CONTRIBUTE TO THE COST
OF THE LOCAL LOOP.

IS OSBA CORRECT THAT THERE ARE NO SUBSIDIES IN THE CURRENT
ACCESS RATES?

No. of course not. OSBA’s position is contrary to history., the Commission’s own orders,
and the RLECs’ own admissions. Contrary to Dr. Wilson's testimony, the Commission
itself has previously found that intrastate switched access rates are set above the
associated access cost. that they provide a subsidy to local service rates, and that the
Carricr Common Line ("CCL™) charge has no cost basis.” When the Commission first
initiated its generic investigation of the RLECS” intrastate access rates in December 2004,
the Commussion stated that “JLECs have priced access charges above cost as a means of
generating additional revenues that can be used to subsidize local rates and, thus, keep
basic local service affordable.™ 1n 2007, the Commission held that “access charges have,
over time, and under a prior monopoly telecommunications regime, included implicit as
well as explicit subsidies. Such implicit subsidies contained in access charges were
permitted under the regulatory policy of, inter alia, providing for basic universal service
at atfordable rates. This Commission, as well as the FCC, acknowledged that a policy of
implicit subsidies must be changed in light of competition in the local exchange
telecommunications industry, ™

Indeed. the FCC recently delivered to Congress a Broadband Report authored by

an FCC task force which recognized that (1) intrastate and interstate switched access rates

4

Re Nexilink Pennsvhvania, Inc., Docket No. P-00991648; P-00991649, 93 Pa PUC 172
(September 30, 1990 Global Order™). at pp. 11-13: tns. 8, 18, and 55.

! Order, December 20, 2004, Docket No. 1-00040105, p. 3.
Opinion and Order. July 11, 2007, Docket Nos. [-00040105 and P-009R 1428F 1000, of al. . p. 9.

H

3



“were set above cost” to “provide[] an implicit subsidy to keep residential rates low™ and
(1) that intrastatc and even fiverstate access rates — which are well below the RLECs®
intrastate rates in Pennsylvania — arce stifl above cost. Moreover, the Broadband Report
recognized that “[tihe current 1CC [InterCarrier Compensation] system is not sustainable™
and “creates opportunitics for access stimulation,™ just as we have testified. The

Broadband Rceport says as follows:

23

24

25
26
27
28
29
30
31
32
33
34

Local companics incurred a traffic-sensitive cost to “switch™ or connect a
call from the long distance company to the carrier’s customer. The per-
minute rates charged to the long distance carrier were set above cost and
provided an implicit subsidy for local carriers to keep residential rates low
and promote universal telephone service. ICC has not been reformed to
reflect fundamental, ongoing shifts in technology and consumer behavior,
and it continues to include above-cost rates. The current ICC system is
not sustainable in an all-broadband Internet Protocol (IP) world where
payments for the exchange of IP traffic are not based on per-minute
charges, but instead are typically bascd on charges for the amount of
bandwidth consumed per month. Most ICC rates are above incremental
cost, which creates opportunities for access stimulation, in which
carriers artificially inflate the amount of minutes subject to ICC
payments. (Broadband Plan at p. 142).” [emphasis added].

Page 148 of the Broadband Report encourages states to engage in intercarrier
compensation rcform that is consistent with the recommendation of the OCA and AT&T

in this case to reduce intrastate access rates and rebalance local rates:

The FCC should also encourage states to complete rebalancing of local
rates to offset the impact of lost access revenues. Even with SL.C
increases and rate rebalancing, some carriers may also nced support from
the reformed Universal Service Fund to ensure adequate cost recovery.
When calculating support levels under the new CAF, the FCC could
impute residential local rates that meet an established benchmark. Doing
so would encourage carriers and states to “rebalance™ rates to move
away from artificially low $8-8312 residential rates that represent old
implicit subsidies to levels that are more consistent with costs. { Emphasis
added).

The full text of the Broadband Report can be found at svw s browdiund. .oy, Attached to this
testimony as Attachment s Section 8.3 entitled “Universal Service.”

6
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THE OSBA ARGUES THAT INTRASTATE ACCESS RATES SHOULD, AS A
THEORETICAL MATTER, CONTAIN A “CONTRIBUTION™ TOWARDS THE
COST OF THE LOCAL LOOP. IS THAT ARGUMENT RELEVANT?

No. There are two reasons why this theoretical argument has no relevance to the real-
world proposals presented here. First, and most important, forcing traditional wireline
long distance service to contribute to loop costs 1s discriminatory and anti-competitive,
because 1XCs competitors — e.g., c-mail, text messaging, social networking websites,
Internet services providers, wireless carmiers ~ do not face the same requirements. The
tssue for the Comumission is whether Pennsyivania will continue to saddle one group of
competing providers (wircline IXCs) with a cost that other competing providers do not
have to pay. We have shown in our prior testimony that such artificial cost disudvantages
harm consumers, distort the market, and prevent wireline IXCs from competing freely
and aggressively to maximize consumer benetit. Whether you call that cost a subsidy (as
the FCC and many states have done) or a “contribution™ (as the OSBA trics to do now) is
beside the point.

The OCA certainly understands the concern. While in the past the OCA has
generally agreed (and still agrees) with the OSBA that IXCs should contribute to the cost
of the loop. it is precisely because of the serious concerns with discrimination among
wireless and wircline carriers that the OCA agreed that intrastate rates must be brought to
parity with interstate rates.

Sccond. the OCA and AT&T are not proposing that «/f of the “contribution™ in
switched access rates should be eliminated, or that wireline IXCs be allowed to™ use™
loops tor “free™ as the OSBA suggests. Rather, the OCA and AT&T simply propose that

intrastate switched access rates be reduced to parity with the interstate rates for the same
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access services. As we noted above, the FCC itselt has stated that interstate rates are still
above cost and theretore include a contribution towards local service.

THE OSBA SUGGESTS THAT THE OCA AND AT&T ADVOCATE A
“*COMPLETE ELIMINATION” OF THE CONTRIBUTION THAT ACCESS
CHARGES MAKE TOWARDS LOCAL LOOPS. IS THAT RIGHT?

No. The OSBA’s portrayal is mistcading. Under the OCA/AT&T proposal. only one
rate element (the Carrier Common Line charge, which is nothing but a subsidy for local
loops) would be eliminated. The remaining rate elements would still generate a
coatribution towards joint and common costs. So the question before the Commission
now is not whether the “contribution™ of access charges will be ¢liminated (the false
question that the OSBA argues about), but whether the amount of that contribution will
be adjusted to a more rational level. We have shown that a straightforward, common-
sense reduction of intrastate access rates to interstate levels will give consumers the
benetit of lower long-distance prices and the full bencfits of a more level competitive
playing tield, where wireline IXCs can compete more aggressively and effectively
against altermative technologics. Meanwhile, local service rates would be allowed to
increase to a more reasonable, up-to-date level from the nearly seven-year-old $18 cap so

that rates are more closely aligned with cost causation.

DOES THE OSBA SUPPORT A REASONABLE INCREASE IN LOCAL.
SERVICE RATES?

Yes. The OSBA agrees with us that the $18 cap, which was set several years ago, should
be updated for inflation (or climinated entirely). In fact, their proposed benchmark ot

$21 is not that far from the initial $22 benchmark we propose.” Plus, the OSBA agrees

It appears that the difterence in the rate between AT&T and OSBA is merely arithmetic since the

OSBA agreed with AT&T that it should be based on raising the current rate cap by the tevel of inflation.
AT&T s benchmark is based on inflation through 2010, which is when this case will be decided.

8
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with us that universal service fund subsidics should not be large or permancnt - a
problem we address by increasing the local rate benchmark by the modest amount of $1
per ycar for the next three vears.

IF THE COMMISSION CONSIDERS THE ABSTRACT THEORETICAL
QUESTION OF WHETHER ACCESS RATES SHOULD INCLUDE A
CONTRIBUTION TOWARDS LOOP COSTS. IS THE OSBA CORRECT?

No. As a theoretical matter, wireline 1XCs should not have to make amn contribution
towards loop costs, because wireline IXCs do not cause local exchange carriers to incur
any local loop costs. The local loop is the transmission link between the end user and the
local switch. [t is indisputable that the loop 1s a major part of local exchange service,
and that loop costs are a major componcent of the costs of basic local service. Applying
straighttorward cost causation principles. one can conclude that loop costs arc not
“shared™ switched access scrvice costs. Rather, loop costs are fixed, non-traffic sensitive
costs that are incurred when the customer first places an order for local service. Loop
costs do not vary according to how the customer uses the loop, nor do they vary in any
material way according to which services the customer elects to use. Rather., the costs are
the same regardless of whether the customer makes only local calls, only long distance
calls, or many calls. or even no calls at all. Thus, once a LEC incurs the loop cost to
establish a scrvice connection to the local customer, there is no further matenial loop-
related cost to the customer’s decision to use other services. The cost of a local loop
cannot be avoided by not making toll calls, nor is it increased by making numerous tol!
calls: the cost of a loop can only be avoided by nor ordering local service. Thus, based
on elementary and cconomically well-accepted cost causation principles. the loop cost is

attributable exclusively to the customer’s decision to order local service. The New Jersey
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Board of Public Utilities recently recognized this when it rejected several parties” aceess
cost models (including that ot CenturyLink) in part because those models included loop
costs in the calculation of access rates:

Many of the parties in this procceding offered into evidence their cost
studics to support their positions. The record shows that each and ¢very
cost model presented in this procceding overstates, and in some cases,
grossly overstates intrastate switched access costs. The record shows that
flaws in the access cost models include, but are not limited to, cost of
capttal, common overheads and depreciation rates that were
inappropriately inflatcd. Furthermore. loop costs. which should not be
included, are in some cases the lurgest cost elements in the cost model.
These costs are inappropriate for inclusion in the access cost models in
this proceeding.”

Q. HAVE ANY RLEC WITNESSESES IN THIS CASE PREVIOUSLY
ACKNOWLEDGED THAT LOOP COSTS SHOULD NOT BE INCLUDED IN
ACCESS COSTS?

A. Yes, CenturyLink's witness Dr. Staihr, as well as other CenturyLink witnesses, have
acknowledged this many times, including in the most recent rate cap/USF case belore
ALJ Colwell. In that rate cap/USF procceding, CenturyLink presented testimony from
Ms. Christy Londerholm stating that the “cost causer™ for local loops is local service, not
switched access:
“When a customer contacts [CenturyLink] for service it is to cstablish basic local
exchange service. [CenturyLink] builds loops to customers to provide basic local
exchange service. Therefore the cost causation to [CenturyLink] for the loop is
basic local exchange service. Dial tone requires a loop to a requesting customer. [f
a customer chooses to add other services, such as long distance or a custom

calling feature, the dial tone must be there first. Loop investment is a direct cost
ot basic local exchange service.™"

! In the Matter of the Bourd's Investigation and Review of Local Fxchange Carrier hitrastate

Exchange Aceess Rates, Docket No. TXOR090R30, released February 1, 2010 ("NJ Access Order™), p. 27
(emphasis added).

o bvestigation regarding Intrustate Aceess Charges and Intral ATA Toll Rates of Rural Carriers

and the Pennsvivania Universal Service Fund, Pennsylvania Public Utility Commission, Docket No. [-
00040103, Rebuttal Testimony of Christy V. Londerholm, submitted Junuary 15, 2009, a1 p. 7.

1)
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In addition, Dr. Brian Staithr — who is currently a witness for CenturyLink - has

testified frequently and consistently that the cost of switched access does not include any
costs for the loop. He has vigorously argued in many proceedings across the country
over many years that loop costs should no7 be included in any cost study related to

switched access. For example,

(1) Ina 1999 Kansas proceeding, Dr. Stathr argued that loop costs should not be
allocated to access charges. stating, "Under the [then] current allocation method a
customer pays for part of a loop every ime he or she makes a toll call through
access charges. It is inefficient, uneconomical, and unfair 1o recover oop costs
this way."'" He cxplained that **. . . in fact it makes more economic sense to
recover the loop cost as a part of basic local service than through any other means
currently available."'?

(2) Two years later, in another Kansas proceeding, Dr. Staihr affirmed that it is
“detrimental to perpetuate a system in which the cost of a non-traffic sensitive
item, the local loop, is recovered through a tratfic-sensitive mechanism, access
charges,” and that “[¢]very time a customer makes a toll call he or she pays a part
of a loop cost through access charges. 1t is simply uneconomical and unfair to

. 3
recover loop costs this way.’

Kansas Docket No, 99-GIMT-326-GIT. In re Imvestigation into the Kansas Universal Service
Fund (KUSF)) Mechanism for the Purpose of Modifving The KUSF and Extablishing a Cost-based Fund,
Rebuttal Testimony of Brian K. Staihr on behalf of Sprint. May 24, 1999 at p. 6 (emphasis added).

In re General Investisation into the Reformation of Intrastate Access Charges. Kansas Docket
No. 01-GIMT-082-GI, Rebuttal Testimony of Brian K. Staihr on behalt of Sprint. July 13, 2001 at pp. 7,
9 (emphasis added).
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(3) Ina 2002 testimony before the Missoun Public Service Commission, Dr.
Staihr stated that “the issuc at hand is to determine the actual cost of switched
access, and the actual cost of switched access does not include the cost of the
loop, anv more than it contains the cost of the telephone handset.”"

(4) In a 2003 Florida proceeding, Dr. Staihr cited Dr. Alfred Kahn's testimony
from a Pennsylvania proceeding to support his argument that loop costs should
not be allocated to access services: “The arguments protfered by these witnesses
[that the loop is a sharcd cost among multiple services] are the most persistent
weeds in the regulatory garden. Other mainstream economists and I have dealt
with and debunked these claims tor years — and 1 suppose this will remain our
task for as long as partics to proceedings such as this insist on conflating the
politics of setting prices with the economics of determining costs.™' Dr. Staihr's
dircct testimony in that same Florida proceeding stated that his objective was to
“convert ... imphicit subsidies generated on a per-minute-ot-use basis to flat-rate

charges directly recovered from the cost-causer (the end-user).™"

i+

It re Investigation of the Actual Cosis Incurred in Providing Exchunge Access Service and the

Aceess Rates o he Charged by Competitive Loval Telecommunications Companies in the Stute of
AMissouri, Case No. TR-2001-65. Surrebuttal Testimony of Dr. Brian R. {sic] Staihr dated August 26,
2002, at pp. 5-6 {¢emphasis added).

15

Sprimt-Florida, Inc.’s Petition 10 Reduce Intrastute Switched Network Access Ruates to Intersiate

Purity in a Revenue Newtral Munner Pursuant to Section 364.1 64¢1), Florida States, Florida Docket
No. 030868-TL. Rebuttal Testimony of Brian K. Staihr on behalf of Sprint, November 19, 2003, at pp. 6-
7. quoting rebuttal testimony of Dr. Alfred Kahn betore the Pennsylvania PUC in Docket No. 1-940035,
February 15, 1996,

N

Id.. Direct Testimony of Brian K. Stathr, August 27, 2003, at p. S,

12
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THE OSBA ALSO ARGUES AGAINST THE INCREASE, TO THE PA USF
THAT WOULD RESULT FROM THE OCA'S PROPOSAL TO FUND
ACCESS CHARGE REDUCTIONS THROUGH THE PA USF, PLEASE
RESPOND.

We agree with OSBA on the need to adjust this particular picce of the OCA's
proposal — under which carriers would recover access charge reductions almost
entirely through the USF - because they would be forced to maintain an
artificially low “benchmark™ rate for local service. We also agree with the
OSBA’s point that the USF should not be used to create a huge. permanent
subsidy for the RLECs. But in our Rebuttal Testimony, we have proposed a
straightforward transitional adjustment that would greatly reduce (and then phasc
down) the burden on the USF and that resolves the OSBA’s concerns. As noted
in our Rebuttal Testimony, we proposc allowing carriers to increase their local
service rates up to a more reasonable. inflation-adjusted benchmark of $22 per
month — which is very similar to Mr. Wilson's proposed benchmark of $21'7
and then increasing the benchimark by $1 each year for the next three years to
minimize the subsidy burdens of the USF.

The OSBA's position to maintain high implicit subsidies while arguing
that explicit subsidies cannot be maintained in a competitive world makes no
sense. AT&T certainly agrees that a huge expansion of the state USF is neither
advisable nor necessary. and that all subsidics should eventually be eliminated.
but our Rebuttal Testimony offers a simple adjustment that takes care of the

OSBA’s concem.

Dr. Wilson ended his inflation adjustment at the beginning of the case, while our inflation

adjustment updates the benchmark up to the time the case is decided and new rates become effective.

13
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Indeed, Dr. Wilson's testimony actually supports AT&T's proposal. As
Dr. Wilson properly testified, “there should be clear cost of service evidence
demonstrating that local exchange service rates and carrier access charges do not
provide adequate compensation for local access costs of any local exchange
service provider secking a PAUSF subsidy.™'® This position dircctly supports
AT&T's modified proposal in this case, which requires RLECS to recover their
costs primarily trom thewr own customers rather than other carriers/competitors.
Additionally, Dr. Wilson correctly observes that “indiscriminatc PAUSF funding
could be having the unintended consequence ol keeping lower cost competitors
out of subsidized rural markets rather than promoting competition.™" He further
said that “there is little knowledge of which RLECs today need a subsidy. ™"
These arguments apply cqually to excessive intrastate access rates as they do to
USF support. In other words, Dr. Wilson's arguments against the expansion of
the state USF also support the immediate reduction of intrastate access rates, with
modest and temporary support from the USF sokely to make for a smoother

transition.

OSBA Statement No. 2 at pp. 16-17.
fd atp. 17,
1d.
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THERE IS NO MERIT TO QWEST’S PROPOSAL THAT SOME RLECS’
ACCESS RATES BE REDUCED BELOW THE RLECS’ INTERSTATE
RATES, BUT OTHER RLECS SHOULD BE PERMITTED TO
IMPLEMENT ACCESS RATES ABOVE THEIR INTERSTATE RATES.
QWEST ADVOCATES REDUCTIONS IN INTRASTATE SWITCHED
ACCESS RATES, BUT OPPOSES THE OCA/AT&T PROPOSAL TO
REDUCE THOSE RATES TO “PARITY" WITH THE CORRESPONDING
INTERSTATE RATES. HOW DO YOU RESPOND?

We are baftled by Qwest’s new position. It appears that Qwest is saying that
“parity” does not reduce rates far enough. at least for a few carriers, because those
carriers have interstate access rates that Qwest apparently belicves are too high.
But instead of wdentifying and then proposing a fix tor the few small rural carriers
that Qwest thinks are a problem, Qwest proposes an entirely different approach

for «ff carriers: that all RLECs’ intrastate access rates be reduced to match

Verizon's intrastate access rates.

WHAT ARE THE PROBLEMS WITH QWEST’S PROPOSAL?
First, Qwest's proposal allows the disparity between intrastate and interstate rates
to continue, which, as Qwest appears to acknowledge, will continue to create
arbitrage opportunities, including incentives for carriers to disguise intrastate
trattic as interstate (the “phantom trattic” problem) and engage in other schemes
to artificially increcasc their intrastate access revenues.

Second. Qwest’s proposal results in higher administrative costs and
inetticicncy. The OCA/AT&T proposal is simple: carriers will charge the same
rates on intrastate traftic that they already charge on interstate traffic. The RLECs

already have billing procedures in place to charge their interstate rates, so they
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will simply use those same procedures for intrastate tratfic as well. Plus, the
incfficiencices of the present system — where carriers maintain two sets of rates for
the same access services — will not be climinated under Qwest's proposal. To the
contrary, Qwest’s proposal would require carriers to implement new procedures
so they can charge rate clements and rate levels that only Verizon charges today.
That is, RLECs would have to introduce into their taritts all the Verizon intrastate
access rate clements that the RLEC does not have in place today, and adjust rate
levels accordingly.

Third, the Qwest proposal produces an arbitrary and inconsistent outcome.
Some RLECSs, including many small ones. would be forced to charge intrastate
access rates that are befow the RLECS' existing interstate rates, while other
RLECS, including some of the largest ones, would get to charge intrastate
switched access rates substantially above their interstate rates. That would
produce winaers and losers among the RLECs, but for consumers it would be a
uniformly bad deal.
HOW WOULD QWEST’'S PROPOSAL THAT ALL RLECS MATCH
VERIZION'S AVERAGE INTRASTATE ACCESS RATE HURT SOME OF THE
SMALLEST RLECS?
As shown on Attachment 2 to this Testimony, a number ot the smaller Pennsylvania
RLEC's have average interstate switched access rates that are higher than Verizon's
average intrastate rates. Qwest’s proposal would hurt those RLECs (relative to AT&T's
proposal that the RLECs mirror their own interstate rates).

For example, AT&T proposes that Pennsylvania Tetephone mirror its 4.67 cent

per minute average interstate switched access rate; Qwest would force Pennsylvania
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Telephone to reduce its average rate down to 1.73 cents per minute, a rate some 63%
lower than what AT&T proposes. Similarly. South Canaan has an average interstate rate
of 3.79 cents, but Qwest would also force South Canaan down to 1.73 cents per minute,
some 54% lower than what AT&T proposcs. For these and other small RLECs, the
Qwest proposal would reduce switched access rates far below interstate parity and far
below what AT&T has proposed. The Qwest proposal would force these carricrs cither
to raise their local exchange rates higher, and/or to take a bigger draw from the USF than
would be necessary under AT&T's proposal. Of course, the Qwest proposal would also
let some RLECSs charge intrastate rates that are Aigher than their existing interstate rates,
and that fact also underscores a fundamental flaw with the proposal. It is far more
sensible to have cach RLEC mirror its own interstate access rates — established based on
uniform FCC rules and the RLECs® own data - than to crcate arbitrary winners and losers
by pegging ali of the RLECs to Verizon.
[S THE AT&T PROPOSAL SUPERIOR TO QWEST'S POSITION?
Yes. AT&T's proposal that each RLEC mirror its own interstate switched access charges
recognizes that, in addition to the other benefits of mirroring (e.g., elimination of
arbitrage and gaming opportunities, simplified access billing), the proposal will enable
the RLECs with the higher interstate rates (and presumably the mgher unit costs) to
maintain that relationship in their intrastate aceess rates. The Qwest proposal, on the
other hand, treats all RLECs the same, regardless of size and regardless of any cost
difterences reflected in their interstate rates.

Thus, while the Qwest position appears on the surface to be administratively
simple, it 1s not. it would provide a hardship to some RLECs and a boon to other ones. It

should not be adopted.
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QWEST CLAIMS THAT THE PARITY APPROACH PROPOSED BY
THE OCA AND AT&T IS NOT “COMPETITIVELY NEUTRAL.” IS
THAT CORRECT?

Not at all. Qwest is ignoring the massive competitive disparity that exists today —
the disparity between wireline IXCs (who have to pay exorbitant access rates on
intrastate tratfic) and competing technologies that do not bear the same access
burden. In addition. Qwest 1s ignoring the fact that the subsidies in high intrastate
access charges are also not “neutral™ to local scrvice, because they allow RLECs
to charge artificially, unrealistically low rates for local service that stitle
competitive entry. The OCA/AT&T proposal of intrastate/interstate parity goes

much farther towards remedying these competitive gaps than Qwest’s approach.

WINDSTREAM HAS RECENTLY CEASED TRAFFIC PUMPING, BUT
THAT DOES NOT NEGATE THE IMPORTANCE OF ELIMINATING
THE INCENTIVE FOR SUCH TRAFFIC PUMPING IN PENNSYLVANIA.

IN YOUR REBUTTAL TESTIMONY, AT PAGES 53 -58, YOU STATE THAT

TWO WINDSTREAM SUBSIDIARIES HAVE BEEN ENGAGED IN TRAFFIC-

PUMPING. HAS THERE BEEN A POSITIVE NEW DEVELOPMENT?

Yes. Shortly after AT&T filed its March 10, 2010, testimony, Windstream disclosed to

AT&T that Windstream had notified its tratfic pumping customers on November 11,
2009, (the day after Windstream closed its acquisition of D&E and Conestoga) that

Windstream would be ending the traffic pumping relationship.”* That was welcome

: Windstream [filed a letter with the Commission late Friday, March 12, 2010, accusing AT&T of

“several untruthful and defamatory assertions,” but, us AT&T explained in its March 15, 2010. response
(Attachment 3 hereto), there was no defamation. Had Windstream intormed AT&T earlier that it was
stopping the D&E and Conestoga traffic pumping, we certainly would have noted it in our March 10
testimony.  But the core lacts of our March 10 testimony were accurate then and now - D&FE and
Conestoga engaged in traffic pumping, the two companies continued o pump traftic for 3-1/2 months
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news, and we are gratified that Windstream, like AT&T, believes that call pumping is an
inappropriatc business activity that must be stopped.

HAVE YOU CONFIRMED THAT THE D&E AND CONESTOGA TRAFFIC
PUMPING HAS STOPPED?

Yes. Before filing our March 10 testimony we had placed test calls in ate February
confirming that the porn and chat lines being served by D&E and Conestoga were
operational. Likewise, we had reviewed the web sites advertising the D&E and
Conestoga porn and chat lines and contirmed that, indced. those lines were still being
promoted. After Windstream received our Rebuttal Testimony and notified AT&T that it
had ended its call pumping relationship, we placed additional test calls. reviewed the
advertising, and concluded that the D&E and Conestoga tratfic pumping had ended
sometime after we placed our late-February test calls.™

HAS WINDSTREAM EXPLAINED WHY IT TOOK 3-1/2 MONTHS TO END
THE D&E AND CONESTOGA TRAFFIC PUMPING?

No.

PRIOR TO YOUR MARCH 10, 2010 TESTIMONY, HAD WINDSTREAM
INFOMRED AT&T THAT IT HAD DISCOVERED D&E AND CONESTOGA'S
CALL PUMPING AND THAT IT WOULD BE ENDING THE CALL PUMPING?
To the best of our knowledge. no. Windstream did not notify AT&T, nor did it send an

industry notification letter informing carriers (and traffic pumpers) that it had discovered

traffic pumping and instructed its new attiliates to end it.

alter Windstream acquired them, and they collected well in excess of $400.000 from AT&T that. w date.
the two Windstream companics have not agreed o retum.,

- At this time, the numbers provided by D&E and Conestoga to traffic pumpers are still in service.
but callers are now directed to Minnesota numbers oftering the sume pom and chat services previously
provided on the D&E or Windstream numbers. The Minnesota telephone numbers are served by a carrier
with no alliliation o Windstream.
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HAS WINDSTREAM OFFERED TO REFUND THE ACCESS CHARGES IT
COLLECTED FROM TRAFFIC PUMPING?

Not yet. On March 30. 2010, AT&T requested a refund ot $411.000, but, as of the date

of this testimony. Windstream has not responded.

HAS CALL PUMPING ENDED IN PENNSYLVANIA?

No. Asof Apnl 1, 2010. the date of this testimony, North Pittsburgh continues to serve
porn and chat lines. The concerns outlined in our March 10, 2010, Rebuttal Testimony
remain valid. So long as Pennsylvania LECs maintain high intrastate switched access
charges, traffic pumping tempts them with easy money. The best way to ensure
Pennsylvania does not become a haven for tratfic pumping is to reduce intrastate access

charges to their corresponding interstate levels.

DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

Yes it does.
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S UNIVERSAL SERVICIS

Universal service has been a national objective since the
Communications Act of 1934, in which Congress stated its
intention 1o “make available, so lar as possible, to all the
people of the Uinited States.. a rapid, efficient, Nation-wide,
and world-wide wire and radio conununication service with
adequate facilities at reasonable charges.™™

The current federat universal service programs weve created
in the aftermath of the Telecommunications Act of 19960 at a
e when only 25% of Americans had dial up [nternet access
at home, and virtually no one had broadband. = While the fed-
eral USF and earlier programs have played a critical role in the
universalization of voice service in the last century, the current
LU SF was nat designed to support broadband directly, other

than for schools, libraries and rural health care providers

In 2010, the lederal USE is projected tomake total outlays of
8.7 billion through four programs (see Exhibit 8-E).% The High-
Cost program, which subsidizes telecommunications services
in areas where costs would otherwise be prohibitively high. will
spend $4.0 hillion. E-rate, which supports voice and broadband
connectivity for schools and libraries, will spend $2.7 billion.
The Low Income progeam, which subsidizes the cost of telephone
service for low-income people, will spend $1.2 billion, and the
Rural Health Care program, which supports connectivity for
healtly care providers, will spead $214 million.

At least 21 states have high-cost funds that collectively distrib-
ute over $1.5 billion = Thirty-three states have astate low-income
program. nine states bave astate subsidy program for schools and
libraries, and at least 27 states support state teleheatth networks.™”

Anumber of states have established specific programs to fund
broadband deployment.™ Some states provide tax eredits for
investment in hroadband infrastructure.”

The remainder of this section will discuss how the current
federal High-Cost program should be modernized to shift from
supporting legacy telephone networks to directly supporting
high-capacity broadband networks. The federal Low Income
program provides critical support to low-income households
and will be discussed in Chapter 2. The Rural Heulth Care and
E-Rate progrmms provide important support tor broadband to
critical institutions like schonls, libraries and health care facili-
ties, und will be addressed in Chapters 10 and 11.

Accelerating the pace of investment in broadband networks
in high-cost areas will also require consideration of reluted pol-
icy issues that affect the revenuc streams of existing carriers,
The 1CC svstem provides a positive revenue stream for certain
carriers, which in turn affects their ability to upgrade their
networks during the transition from voice telephone service to
broadband service. In rural America USF and 1CC represent a
significant portion of revenues for some of the smallest carri-
ers—i.e., 60% or more of their regulated revenues.™ The rules
governing special access services also affect the cconomics of
deplovment and investment, as middle- mile transmission otten
represents a significant cost for carriers that need to transport
their traffic a significant distance to the Internet backbone. For
that reason, the FCC needs to consider the middle mile in any
discussion of government support to high-cost areas. ™

USFE and 1CC regulations were designed for a telecommunica-
tions industry that provided voice service over circuit-switched

networks. State and federal ratemaking created implicit sub-
sidies at both the state and federal levels and were designed to

Fohebar b
The Foderal Universal Service Fund®

those in urban areas.

FY 2010 disbursements
Program Description {projected)
High Cost Ensures that consumers in all regions of the nation have access to and pay $4.6 billion

rates for telecommunications services that are reasonabily comparable to

Low income (Lifeline and

Link-Up) low-income consumaers.

Provides discounts that make basic, local telephone service affordable for

$1.2 billion

Schools and Libraries (E-rate) | Subsidizes telecommunications services, Internet access and internat con- $2.7 billion
nections to enable schools and libraries to connect to the [nternet.
Rural Health Care Provides reduced rates to rural health care providers for telecommunica- $214 million
tions and Internet access services and, on a pifot basis, support for infra-
structure.
Total $8.7 biilion
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shift costs from rural to urban areas, frm residential to business
customers, and from local to fong distance service.

Unfortunately, the current regulatory framewark will not
cluse the broadband availability gap. A comprehensive reform
program is required to shift trom primarily supporting voice
communications to supporting a broadband platform that en-
ables many applications, including voice. This reform must be
staged over time to realign these svstems to support broadband
and minimize regulatory uncertainty for investinent.

The goal of reform is to provide evervone with afforduble
voice and broadband. The reforms must be achieved over
time to manage the impact on consumers, who ultimately pay
for universal service. The FCC should target areas that are
currently unserved, while taking care to ensure that consum-
vrs continue to enjoy broadband and voice services that are
available today. Given that USFis a finite resource, the I'CC
should work to maximize the number of households that can be
served quickly, focusing first on those areas that require lower
amounts of subsidy to achieve that goal, and over time address-
ing those areas that are the hardest to serve, recognizing that
the subsidy required may decline in the future as technology
advances and costs decline. Ongoing support should be pro-
vided where necessary.

Sudden changes in USF and [CC could have unintended
consequences that slow progress. Success will come from a
clear road map tor reform, including guidance about the timing
and pace of changes to existing regulations, so that the private
sector can react and plan appropriately.

Stage One of this comprehensive reform program starts with
building the institutional foundation for reform, identitying
funding that can be shifted immediately to jumpstart broad-
band deployment in unserved areas, creating the frumework
for o new Connect America Fund and a Mobility Fund, estah-
lishing a long-term vision for [CC, and examining middle-mile
costs and pricing (sce Chapter ). [n Stage Twa, the FCC will
begin disbursements from the CAF and Mobility Fund, while
implementing the first step in reducing intercarrier compensa-
tion rates and reforming USF contribution methodology. Stage
Three commpletes the transtormation of the legacy High-Cost
program, ends support for voice-only networks and completes
reforms on IUC.

Before going into the details of this plan, it is important
to consider the unique chuaracteristics of each system in
more detail.

The High-Cost Program

The High-Cost program ehsures that consumers in all parts
uf the country have access to voice servive and pay rates for
that service that are reasonably comparable to serviee in urbin
areas, The program carrently provides funding to three groups
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of eligible telecommunications carviers (ETCs) (see Box 8-2).
In 2004, approximately $2 billion went to 814 rate-of-return
carriers, %1 billion to 17 price-cap carriers and $1.3 billion to
212 competitive eligible telecommunications carriers (com-
petitive ETCs).*

The current High-Cost program is not designed to univer-
sulize broadband. While some companices receiving High-Cost
support have deployed broadband-capable infrastructure
to serve most of their customers,* others have not. Carriers
receiving High-Cost support are not required to provide any
houscholds in their service area with some minimal level of
broadbuand service. much less provide such service to all house-
holds in their service area.

In addition, the High-Cust program only supports certain
components of a network, such as loeal loops and switching
eyuipment, but not other components necessary for broad-
band, like middle-mile infrastructure that transports voice and
data tratfic to an Internet point of presence. As a result, the
amount of support provided is not appropriately sized for the
provision of broadband in high-cost areas.

Because broadband is not a supported service, today there
is no mechanism to ensure that support is turgeted toward ex-
tending broadband service to unserved homes, Today, roughly
half of the unserved housing units ire focated in the territo-
ries of the largest price-cap carriers, which include AT&T,
Verizon and Qwest, while about 15% are located in the terri-
tories of mid-sized price-cap companies such ax CenturyLink,
Windstream and Frontier.® While current funding supports
phone service to lines served by price-cap carriers, the amounts
do not provide an incentive for the costly upgrades tat may be
required to deliver broadband to these customers. ¥

In addition, current oversiglit of the specific uses of High-Cost
support is [hmited. While some states require both incumbents

80X 3-2::

High-Cost Program Recipients

Rate-of-Return Carriers—Incumbent telephone companies that
are given the opportunity to earn an 11.25% rate of return on
their interstate services.

Price-Cap Carriers—incumbent telephone companies that may
only raise interstate rates on the basis of a formula that considers
expense growth and a productivity growth factor.

Competitive ETCs—Competitive wireline and wireless providers
that are certified by a state utility regulator or the FCC to receive
tunds from the High-Cost program based on the level of support

provided to the incumbent in a given area. |
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and competilive ETCs to report om their use of funding for net-
work infrastructure projects, ™ many states do not.™ There is no
unitorm framework at the federal Jevel to track the progress of
any infrastructure deployment, broadband-capable or not, that is
subsidized through the use of Federal funds,

While the High-Cost program has made a matevial dif-
ference in enabling households in many high-cost areas of
America to have aceess to affordable voice service, it will not do
the same for broadband without reform of the current system,

Intercarrier Compensation

TCC is a system of regulated paviments in which carriers
compensate vach other for the origination, transport and
termination of telecommunications traffic, For example, when
# Grmily in Philadelphia calls Grandma in Florida, the family's
carrier usually pays Grandma's canier a per-minute charge,
which imay be o fow cents a2 minute, for terminating the cail.
Extimates indicate that this svstem results in up to %14 billion
in transfers between carricrs every year™

The current per-minute FCC sysiem was never designed
to promote deployment of broadband networks. Rather, 1CC
wis implemented hefore the advent of the Internet when there
were separate local and long distanee phone companies, Local
companies incurred a trnITic-scnsit;’w cost to “switch” or
connect a call from the long distance company to the careier’s
customer. The per-minute rates charged to the long distance
carrier were set above costand provided an implicit subsidy
for focal carriers to keep residential rates low and promote
aniversal telephone service. ICC Las not been reformed to
retlect fundamental, ongoing shifts'in technology and con-
sumer behavior, and it continues to include above-cost rates,
The current 1CC system is not sustainable inan all-broadband
Internet Protocol (11 world where pavinents for the exchange
of 1P traffic are not based on per-minute charges, but instead
are typically based on charges for the amount of bandwidth
consamed per month.

The current {CC system also has tundamental probleims that
create inefficient incentives, First, terminating rutes are not
uniform despite the uniformity of the function of teeminating a
all, which leads to unproductive cconomic activity. Rates viny
from zeru to 35,9 cents per minute,” depending on the jurisdic-
tinn of the call, the type of traffic ™ and the regulatory status of
the terminating carrier.”! Rate differences fead Lo arbitrage op-
portunities such as phantom traffic, in which traffic is masked
to avoid paving the terminating carzier intercarcrier compen-
sation entirely andsar redirected to make it appear that the
call should be subject toa lower rate ¥ Such behaviar leads to

|
disputes and underpavment o the terminating carrier.

142 O

Most FCC rutes are above incremental cost, which creates
opportunitics for access stimulation, in which carriers artifi-
cially inflate the amount of minutes subject 1o ICC payments.
For example, companies have established “free” conference
calling services, which provide free services to consumers while
the carrier and conlerence call company share the 1CC rev-
enties paid by interexchange carriers."™ Because the arbitrage
opportunity exists, investment is directed to free conference
calting and similar schemes for adult entertainment that
ultimately cost consumers money, ¥ rather than to other, more
productive endeavors.

Broadband providers have begun migrating 1o more offi-
cient TP interconnection and compensation arrangements for
the trinsport and termination ol [P traffic. Because providers”
rates are above cost, the current svstem creates disineentives
to migrate to all IP-based networks, For example, to retain jCC
revenues, carriers may require an interconnecting carrier to
convert Voice over Tnternet Protocol (VoI P} calls to time-divi-
sion multiplexing in order to collect intercarrvier compensation
revenue, While this may be in the short-term interest of o
varrier seeking to retain [CC revenues, it actually hindees the
transformation of America’s networks to broadband. ™

tCC may be stalling the development of the broadband eco-
systemin other ways as well. Forexample, there are allegations
that regulatory uncertainty about whether or what interecarrier
compensation payments are required for Vol P trattic,” as well
as a lack of uniform rates, may be hindering investment and the
introduction of new 1P-based services and products.™

Moreover, fewer terminating minutes ultimately mean a
smuller revenue base tor intercarrier compensation. According
to FCC data, for example, total minutes of use of incumbent
carriers decreased from 567 billion minutes in 2000 to 316
billion minutes in 2008, a drop of 5657 Price-cap carriers
have no means of increasing per-minute rates to offset these
dedlines. Even rate-of-return carriers, who are permitted to
increase per-iminute rates so they have the apportunity to earn
their authorized rate of return, acknowledge that the current
system is "not sustainable” and could lead to a “death spiral” as
higher vates to ofiset declining minutes exacerbate arbitrage
and non-payment.** As the small carriers recognize, revenues
are also decreasing due to arbitrage and disputes over paviment
for Vol P traffic.™

The continued decline in revenues and free cash flows at an-
predictable levels could hamper carriers' ability to implement
network upgrade investments or other capital improve-
ments. Any considerstion of how government should provide
supplemental funding to companies to close the broadhand
availability gap showld recognize that TCC revenue isan impor-
tant part of the picture for some providers.



Special Access Policies

High-capacity dedicated circuits are eritical inputs in the pro-
vision of fixed and mobile broadband services in rural America.
Special access eircuits connect wireless towers to the core net-
work," provide fiber optic connectivity to hnspitals and health
centers,™ and are sometimes the critical broadhand link that
traverses up to 200 miles between a small town and the nearest
[nternet point of presence.™ The law requires that the rates,

terms and conditions for these circuits be just and reasonable.™

The rates that firmms puy for these critical middle- and
second-mile connections have an impact on the business case
fur the provision of broadband in high-cost areas. Small local
exchange carriers, wireless firms and small cable companies
typically purchase these connections from other providers. [t
may well be the case that the cost of providing these circuits
is so high that there is no private sector husiness case to offer
broadband in some areas, even if the vates, terms and condi-
tions are just and reasonable,

High-Cost funds today are generally distributed on the hasis
of loop and switching costs and not the cost of middle-mile
transport of voice traffic. Because dala traffic is aggregated
on backhaul facilities, per-customer middle-mile costs will
increase significantly as consumers and businesses use their
broadband connections more.™

It is not clear whether the high costs of middle-mile con-
nectivity in rural areas are due solely to long distances and low
population density, ™ or also reflect excessively high special ac-
cess prices as some parties have alleged.* The FCC is currently
examining its analytic framewaork for regulating special access
services generally (see Chapter 4), Because of the link between
middle- and second-mile costs and special aceess policies, the
FCC's review of its special aceess policies should be completed
in cancert with other aspects of this reform plan.

Comprehensive Reform

As federal and state regulators have recognized, the federal

USF must be modernized to support the advanced broadband

networks and services of the Juture—and must be modernized

quickly, in a way that will aceelerate the availability of hroad-
band to all Americans.” Closing the broadband availability
gap requires comprehensive reform of the USF High-Cost
program, as well as consideration of ICC and an examination
of special access costs and pricing. These actions should be
consistent with a set of guiding principles:

» Support broadband deployment directly. The federal govern
ment should, over titme, end all tinancial support for networks
that only provide “Plain Obd Telephone Service” (HOTS) and
should provide financial support, where necessary and inan
ceonomically efficient manaer, for broadband platforms that
evnable many applications, including voice ™
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> Muximize broudband availability. U'SF resources are finite,
and policymakers need to weigh tradenits in allocating
those resources so that the nation "gets the most bang for
its buck.” The vbjective should be to maximize the number
uf households that are served by broadband meeting the
National Broadband Availability Target.”

»  No flash cuts. New rules should be phased in over a reason-
uble time period. Policymakers must give service providers
and investors time to adjust to 4 new regulatory regime.”

» Rejorm requires federal and state coordination. The
FCC should seek input from state commissions on how
to harmanize federal and state efforts to promote broad-
band availability.*

These guiding principles will inform a long-term plan for
reform that will unfold over a decade (sce Exhibit 8-F), This plan
balances the need to direct more capital to broadband networks,
particularly in high-cost areas, while recognizing the significant
role that the private scetor plavs in broadband deployment.

One variable that will impact the pace of broadband avail-
ability is the time it will take to implement various reforms.
The propoesed reforins on the timeline presented could enable
the buildout of broadband infrastructure to more than 99% of
American houscholds by 2020. Any acceleration of this path
would require more funding from Congress, deeper cuts in
Lhe existing USF program or higher USF assessments, which
ultimalely are borne by consumers. While this plan makes the
best use of the assets the country currently has to advance the
availability of broadband, a more aggressive path is available if
Congress so chooses.

Before discussing the reforms in Stage One to advance
broadband availability, we address administrative reforms to
improve the management and oversight of USE,

RECOMMENDATION 8.1: The FCC should improve Univer-
sal Service Fund (USF) performance and accountability.
The Liniversal Service Administrative Company (USAC),
a not-for-profit subsidiary of the Nutional Exchange Carrier
Association (NEUA), serves as the day-to-day administrator
of USE, working under FCC direction. As part ot its overall
effort to make the FCC more open and transparent, data-
driven and a model of execllence in government, the FCC is
reviewing its oversight of the funds it administers to determine
whether changes are necessary to improve efficiency and
cffectiveness. LUSE is part of that review and includes over-
sight and management of USAC and all of the imiversal service
programs. While there is no doubt that federal universal service
progroms have been successful in preserving and advancing
universal service, itis vital to ensure that these public funds
are administered appropriately.

S Y A L R T S N R T T S L ]

w143



AMERIC AN TN

PLAN

To provide stronger management and oversight of the
program, the FCC already has begun to implement a number

of changes:

» The FCC has moved oversight of the audit program to the
Office of Maraging Director and has directed USAC to
revise its audit approach.

» The FUC hay implemented a new lmproper Payiments
Information Act (EPLA) assessiment program that is tailored
ter cover all four USF disbursement programs, measure the
accuraey of payviments, evaluate the eligibility of applicants,
test infortnation obtained by participants, and ensure a
reasonable cost while meeting IPIA requirements.

» The FCC has implemented a new complisnes sudit program
for all tour USF disbursement mechanisms and contribu-
tors. This sudit program takes into account such factors
as program risk elements and size of disbursements. This
audit program is also conducted it a reasonable cost in refa-
tion to program dishursements and reduces unnecessary
burdens on beneficiaries,

These new assessment and audit programs will reduce the
cost ol USF-refated audits going forward and will be imore efti-
vient. These changes will also help deter fraud. waste and abuse
and identify levels of improper payments,

As the FCC eeforms its USE support and disbursement
mechanisms after the release of the National Broadband

Plan, it should also ensure that any future enhancements to
the LSF program have accountabitity and oversight provi-
sions builtin from the outset. The FCC should also examine
its Memorandum of Uniderstanding with USAC to ensure that
it reflects programmittic changes and evaluate whether any
maudifications to its existing relationship with USAC
are necessary.”™

Across the four USE programs, there is o lack of adequate
data to make critical policy decisions regarding how to better
utilize funding to promote universal service objectives. For
instance, recipients of USF funding currently are not required
to report the extent to which they use the funding they receive
to extend broadband-capable networks. As the FCC moves
forward on the reforms in the plan. it should enhance its data
collection and reporting to ensure that the nation’s funds are
being used effectively to advance deftined programmatic goals.

Stage One: Laying the Foundation for Reform (2010-2011)
The FCC should ereate a Connect America Fund to address the
broadband availubility gap in unserved areas and provide any
ongoing support necessary to sustain service in areas thatal-
ready have broadband because of previous support from federal
USF. The FCC should create a fast-track program in CAF for
providers to receive targeted funding for new broadband con-
struction in unserved areas. In addition. the FCC should ereate
a Mobility Fund to provide one-time support for deployment of

Fxhibit 8 F:
Roudmap for

Roadmap for USF/ICF Reform

Stage One

USEACC Reform (2010-2017)

Stage Two Stage Three
(2012-2016) (2017-2020)
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3G networks (used for both voice and data) to bring all states
to a minimum level of 3G availability which will improve the
business cuse for investment in the rollout of 4G in harder to
Serve areus,

In Stage One, aseries of actions will identity initial tunds to
be shifted from the current High-Cost program to the CAF and
Mobility Funds. The FCC also should establish s glide path to
Jong-term 1CC reform, while taking interim steps to address
phantom tratfic and access stimulation to provide the industry
a greater degree of revenue stability and predictability. Because
middle- and second-mile connectivity is a key cost component
for broadband service providers in high-cost areas, the FCC
should also oxamine the rates for high-capacity circuits to
ensure they are just and reasonable.

Throughout the USF reform process, the FCC should solicit
input from Tribal governments on USE matters that impact
Tribal lunds?

RECOMMENDATION 8.2: The FCC should ereate the Con

neet America Fund (CAF).

The FCC's long range goal should be to replace all of the
legacy High-Cost programs with a new program that preserves
the connectivity that Americans have today and advances
universal broadband in the 21 century. CAF will enable all
LS. households to aceess a network that is capable of provid-
ing both high-quality voice-grade service and broadband that
satisties the National Rroadband Availability Target. There
are many issues that will need to be addressed in order to fully
transition the legucy programs into the new fund. The FCC
should create an expedited process™, however, to fund broad-
hand infrastructure buildout in unserved areas with the USF
savings identified below,

As a general roudmap, CAF should adhere to the following
principles:

» CAF should only provide funding in yeographic ureas where
there is no private sector business cuse to provide broadband
und high-quality voice-grade service." CAF support levels
should be based on what is necessary to induce a private
firm to serve an area. Support should be based on the net
gap (i.e.. forward looking costs less revenues).™ Those costs
wauld include both capital expenditures and any ongo-
ing costs, including middle-mile costs, required to provide
high-speed broadband service that meets the National
Broadhand Availability Target.” Revenues should include
all revenues earned from broadband-capable network in-
lrastructure, including voice, data and video revenues,” and
take into account the impact of other regulatory reforms
that may impact revenue flows, such as TCC, and funding
from other sources, such as Recovery Act grants”* The FCC

should evaluate eligibility and define cupport levels on the
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hasis of neutral geographic wnits such as U8, Census-based
geographic ureas, not the geographic units associated with
any particular industry segment.’

In targeting tunding to the arcas where there is no private
sector business case to offer broadband service, the FCC
should eonsider the role of state high-cost funds in support-
ing universal service and other Tribal, state, regional and local
initiatives to support broadhand. A number of states have es-
tablished state-level programs through their respective public
utility commissions to subsidize broadband connections, while
other states have implemented other forms of grants and loans
to support broadband investment.™ As the country shifts its ef-
turts to universalize both broadband and voice, the FCC should
encourage states to provide funding to support broadband and
to modify any laws that might limit such support.™

There showld be at most one subsidized provider nf broad-
band per geographiv area. Areas with extremely low popu-
lation density are typically unprofitable for even a single
operator to serve and often Face a signiticant broadband
availability gap. Subsidizing duplicate, competing networks
in such arvas where there is no sustainable business case
would impose significant burdens on the USF and, ulti-
mately, on the consumers who contribute to the USE.

The eligibility criteria for obtaining support from CAF
should be company- und technology-aynostic so long as the
service provided meets the specifications set by the FCC.
Support should be available to both incumbent and com-
petitive telephone companies (whether classified today as
“rural” or "non-rural”). fixed and mobile wireless providers,
satellite providers and other broadband providers, consis-
tent with statutory requirements.™ Any broadband provider
that can meet or exceed the specifications set by the FCC
should be eligible to receive support,

The FCC should identify ways to drive funding to efficient
levels, including market-bused mechunisms where appropri-
ale, to determine the firms that will receive CAF support and
the amount of support they will receive, If enough carriers
compete for support in a given area and the mechanism is
properly designed, the market should help identify the pro-
vider that will serve the areiat the fowest cost.

Recipients of CAF suppaort must be uccountable for its use
and subject to enforceable timelines for achieving universal
access, LIS requires ongoing adjustiment and re-evaluastion
to focus an pertormance-based outcomesThe recipients ot
furding should be subject to a broadband provider-of-last-
resort obligation.™ The FCC should establish Himelines for
extending broadband to unserved areas, It should define
vperational requirements and make veritication of broad-
band availuhility a condition tor funding. The subsidized
providers, should be subject to specific service quality and
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reporting requirements, including obligations to report
on service availabilitv and pricing Recipients of tund-
ing should offer service at rates reasonably comparable
to urban rotes.™* The FCC should exercise all its relevint
enforcement powers if recipicnts of support fiil to meet
IFCC specifications,

RECOMMENDATION 8.3: The 1°CC should ereate the Mobil-
ity P'und.

As discussed in Chapter 3. both broadbund and secess to
mobility are now essential needs, and America should have
healthy fixed and mobile broadband ecosystems. Raxed on past
experience with mobile wireless, it is not clear that govern-
ment intervention will be necessary to enable a robust mohile
hraadhand ecosystem in most parts of the country. Aceording
to American Roamer, 3G wireless networks. used for both voice
and data, cover 98% of the population in the United States--
more people than are passed by terrestrial broadband.™

However, sume states have materially lower 36 deploy-
ment than the national average. For example, 77% of Alaska’s
population is covered by 26 networks, and u mere 719% of West
Virginia's population is covered by 3G networks ™

This lack of coverage is even more significant if one consid-
ers that 3G infrastructure will be used in many cases to enable
the rollout ol +G networks, U8, companies will soon embark
on 4G butldouts, expecting to reach it least 94% of the LS.
population by 20135 The +G footprint is likely to mirror
clasely the 36 foolprint, hecause providers will use their exist-
ing infrastructure as much as possible. But how much this build
will ultimately cost, and exactly which parts of the country it
will cover, or not cover, remains unclear,

Timely, limited government intervention to expand the
availahility of 3G networks would help states with 3G buildout
below the national standard to cateh up with the rest of the
nation and improve the business case for 4G rollout in harder-
Lo-serve areas. In addition, expanding 3G coverige would
benefit public safety users to the extent that public safety agen-
cies use commercial services. [t would henefit public satety by
establishing more cell sites that could be used for a 4G public-
private broadband network, serving commeveisl as well as
public salety users.

The FCC should create a Mobility Fund to provide one-time
support for deplovment of 3G networks, to bring all states to a
minimum level of 3G (or better) mobile service availability,
The FCC should select an etficient method, such as a market-
hased mechantsin, for supporting mobility in fargeted areas.
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RECOMMENDATION 8.4: The FCC should design new
USE funds in a tax-cfficient manner to minimize the size
of the gap ™

In certain circumstances, the Department of Treasury's
Internal Revenue Service treats governmental payments to
private parties for the purpose of making capital investiments
to advance public purpuses as contributions to capital under
section 118 of the US. Internal Revenue Code. Such treatment
allows recipients to exclude the pavments from income, but re-
duces depreciatiom deductions in future years. The Department
of Treasury recently issued araling that BTOP grants to cor-
porations that are restricted solely to the acquisition of capital
assets to be used to expand the business and that meet a five-
part test would be excluded from income as a nonshareholder
contribution to capital under section L&Y Ultimately, the
impact of taxes incurred may depend on the specific details of
how the support is distributed, as well as the profitability of the
service providers that receive support.

RECOMMENDATION 8.5: Throughout the USF reform pro-
cess, the FCC should solicit input from Tribal governments
on USF matiers that impact Tribal lands.

In recognition of Tribal sovereignty, the FCU should solicit
input from Tribal governments on any proposed changes to
USF that would impact Tribal Jands. Tribal governments
should play an integral role in the process for designating
carriers who may receive support to serve ‘Iribal lands.™ The
ETC designation process should require consultation with the
refevant Tribal government after a carrvier tiles an ETC applica-
tion to serve a Tribal land. It should also require that an ETC
tile a plan with both the FCC (or state, in those cases where a
carrier is secking ETC designation from a state) and the Tribe
an proposed plans to serve the area.

Tribal Input

The United States currently recognizes 564 American Indian
Tribes and Alaska Native Vitlages (Tribes).® Tribes are inherently
sovereign governments that enjoy a special relationship with the
U.S. predicated on the principle of government-to-government
interaction. This government-to-government relationship war-
rants a tailored approach that takes into consideration the unique
characteristics of Tribal lands in extending the benefits of broad-
band to everyone.

Any approach to increasing broadband availability and adop-
tion should recognize Tribal sovereignty, autonomy and inde-
pendence, the importance of consultation with Tribal leaders,

the critical role of Tribal anchor institutions, and the community-
oriented nature of demand aggregation on Tribal lands.*>”
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RECOMMENDATIORN 8.6: The I'CC should take action to
shilt up to $15.5 billion over the next decade from the cur-
rent High-Cost program to broadband through common
sense reflorms.™

In Stage One, the FCC should identity near-term opportu-
nities to shift funding from existing programs to advance the
universalization of broadband. These targeted changes are
designed to create a pathway to o more efficient and targeted
funding mechanism for government support for broadband
investment, while creating greater certainty and stability for
private sector investment.

While these shifts could move as much as $15.5 billion (pres-
ent value in 2010 dolars) into new broadband programs, they
are not risk-tree. Shifting identified funds to support broadband
could have transitional impacts that will need to be carefully
considered. To Lhe extent the FCC does not reatize the full
amount of savings described below, it will need to identify addi-
tional opportunities for savings in Stage Two in order to achieve
the National Broadhand Availubility Target, unless Congress
chooses to provide additional public funding for hroadband to
mitigate some of hese risks,

First, the FCC should issue an order to implement the vol-
untary commitments of Sprint and Verizon Wireless to reduce
the High-Cost funding they receive as competitive ETCs to
zero over a live-year period as a condition of earlier merger
decisions.” Sprint and Verizon Wireless ceceived raughly $530
million in annual competitive KTC funding at the time of their
respective transactions with Clearwire and Alltel in 2008,
Their recaptured competitive ETC funding should be used to
implement the recommendations set forth in this plan. This
represents up to $3.9 billion (present value in 2010 dollars)
over a decade.

Second. the FCC should require cate-of-return carriers to
move to incentive regulation. As USF migrates from support-
ing voice telephone service to supporting broadband platforms
that can support voice as well as other applications, and as
recipients of support increasingly face competition in some
portion of their service areas,”” how USF compensates carriers
needs to change as well,

Rate-of-return regulation was implemented in the 19605,
when there was a single provider of voice services in a given
geographic area that had a legal obligation to serve all cus-
tomers in the area and when the netwark only provided voice
service, Rate-of-return regulation was not designed to promote
efficiency orinnovation; indeed, when the FCC adopted price-
cap regulation in 19490, it recognized that “rate of return does
nut provide sutticient incentives for broad innovations in the
way firms do business.™ . In an increasingly competitive mar-
ketplace with unsubsidized competilors aperating in a portion
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of incumbentx” territories, perntitting carricrs to be made
whole through USFE support lessens their incentives to become
more efficient and offer innovative new services to retain and
attract consumers.

Conversion Lo price-cap regulation would be revenue
neutral in the initial year of implementation, assuming that
amounts per line for access replacement funding known as
Interstate Common Line Support (ICLS) would be frozen
(consistent with existing FCC precedent).” Over time, how-
ever, freezing ICLS would limit growth in the legacy High-Cost
program on an interim basis, while the FCC develops a new
methodology for providing appropriate levels of CAF support
to sustain service in areas that already have broadband.”” This
step could yield up to $1.8 billion (present value in 2010 dol-
lars) in savings over a decade.

The amount of interim savings achicved by freezing ICLS
support during the CAF transition is dependent on the timing
of the conversion to price caps and carrier behavior before the
conversion. There is sume chance that rate-of-return carri-
ers could accelerate their investiment before conversion to
price caps to lock in higher support per line. Depending on the
details of implementation, such a spike in investment activ-
ity could result in further broadbund deplovment that would
narrow the broadband availability gap, but could increasc the
overall size of the fund.

Third, the FCC should redirect access replacement funding
khown as Interstate Access Support (1AS) toward broadband
deployment.™ Incumbent carriers received roughly $457 miltion
i IAS in 2009 When the FCC created IAS in 2000, it said it
would revisit this tunding mechanism in five yvears “to ensure that
such funding is sufficient, vet not excessive."™ That re-examina-
tion never occurred. Now, in order to advance the deployvinent of
hroadband platforms that can deliver high-quality voice service
as well as other applications and services, the FCC should take
immediate steps to eliminate this legacy program and re-target its
dollars toward broadband. This could vield up to $4 billion (pres-
ent value in 2010 dollars) in savings over a decade.

Freezing ICLS and refocusing [AS could have distributional
consequences for existing recipients; individual companics
would not necessarily receive the same amount of tunding
from the CAF as they might otherwise receive under the legacy
programs. As the FCC considers this policy shift, it should take
into account the impact of potential changes in free cash flows
on providers” ability to continue to provide voice service and on
future broadhand network deployment sirategies.

Fourth, the FCC should phase out the remaining legacy
High-Cost support for competitive ETCs. In 2008, the FCC
adopted on an interim basis an overall competitive ETC cap
of approximately $1.4 hillion, pending coumprehensive USF
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reform.’ As the FCC reforms USF to support broadband. it is
time to eliminate ongoing competitive ETC support for voice
service in the legacy fligh-Cost program.

In some areas teday, the USE supports more than a dozen com-
petitive E'1TCs that provide voice service,"* and in many instances,
companies receive support for multiple handsets on a single
Family plan. Given the national imperative to advance broadband,
subsidizing this many competitive ETCs for vnice service is clear-
Iy inetficient.” The FCC shoutd establish a schedule to reduce
competitive KTC support to zero over five years, which will be
completed in Stage Two. Inorder to accelerate the phase-down of
legacy support, the FCC could immediately adopt a rule that any
wireless fumily plan should be treated ax v single line tor purposces
of universal service tunding."™® As competitive ETC support levels
are reduced. this funding should be redirected toward broadband.
This could yield up to $5.8 billion (present value in 2010 dollars)
in savings over a decade.

Depending on the details and timing of implementation,
these actions collectively will free up to $15.5 billion (present
value in 2010 dollzrs) in funding from the legacy High-Cost
program between now and 2020, In addition to funding the
CAF. the savings identified should be used to implement
anumber of USF and [CC recommendations in this plan,
Approximately $4 billion (present value in 2010 doblars) will go
to a combination of activities including the new Mobility Fund,
potential revenue replacement resalting from intercarrier
compensation reform, expanding USF support for health care
institutions up to the existing cap, enabling E-rate funding to
maintain its purchasing power over time, and conducting pilots
for a broadband Liteline program. The remaining amount, up
to $11.5 billion (present vatue in 2010 dollars), can be expressly
targeted to supporting broadband through the CAF so that no
one is left behind.

RECOMMENDATION 8.7: The 1'CC should adopt a framework
for long-term intercarrier compensation (1CC) reform that
creales a glide path to eliminate per-minute charges while
providing carriers an opportunity for adequale cost recovery,
and establish interim solutions to address arbitrage.

During Stage One, the FCC should establish a framework
for phased reform of ICC to efiminate current distortions that
are created by recovering fived network costs through per-
minute rates for the vrigination and termination of traffic. The
FCC also should provide carriers the opportunity for adequate
cost recovery.

The first step of the staged reform should move carriers’
intrastate terminating switched access rates to interstate
terminating swilched aceess rute levels in cqual inerements
aver a period of two to four veaes.™ The FOC has authority ta
extablish a new methodology for 1CC, but Congress could make
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explicit the FCCxauthority to reform intrastate intercarvier
rates by amending the Communications Act in order to redoce
litigation and expedite reform. Following the intrastate rate re-
ductions, the framewaork should set torth o glide path to phase
aut per-minute charges by 2020,

To oftset the impact of decreasing 1CC revenues, the FCC
should permit gradual increases in the subscriber line charges
(SLOY and consider deregulating the SLC in arcas where states
have deregulated local rates,™?

The FCC should also encourage states to complete rebalane-
ing of local rates to ottset the impact of lost access revenues, Even
with SLC increases and vate rebalancing, some carriers may also
need support from the reformed Universal Service Fund to ensure
adequate cost recovery. When caleulating support levels under the
new CAF, the FCC coudd impute residential loeal rates that meet
an established benchimark.,"™ Doing so would encourage carriers
and states to “rebalance™ rates to move away from artificially low
$8-%12 vesidential rates that represent old implicit subsidics to
levels that are more consistent with costs,

As part of comprehensive ICC reform, the FCC should adapt in-
teriim rules to reduce ICC arbitrage. The FCC should, for example,
prohibit carriers from eliminating information necessary lor a
terminating carrier to bill an originating carvier for a call, Similarly.
the FCC shortld adopt rudes to reduce aceess stimulation and to
curtail business models that make a profit by artificialiy inflating
the number of terminating minutes. The FCC also should address
the treatment of VoI P traffic for purposes of 1€C.

RECOMMENDATION 8.8: The FCC should examine middle-
mile costs and pricing,

As discussed above, the cost of second- and middle-mile
connectivity has a direct impact on the cost of providing broad-
band service inunserved areas of the country, As a vesult. there
is adirect link between whether the FCC's policies regarding
the rates, terms and conditions of special access services are of -
fective and the funding demands that witl be placed on the new
CAF Tt may be the case that the cost of providing these circuits
inareas supported by CAF is so high that there is no private
sector business case to offer broadband services, even if the
rates, terms und conditions are just and reasonable, An exami-
nation of middle-mile costs and pricing should oceur in concert
with the comprehensive USFICC reform program.

Stage Two: Accelerating Reform (2012-2016)

In Stage Two, the FCC will need to take irther steps and an-
swer a number of questions in order to aceelerate reform of the
High-Cost program and 1CC, Some have proposed other ways
that current High-Cost funding could be shifted towards broad -
hiend without having a delfeterions elffect on evisting network

deploviment or operations ™ The FOCC should examine the



potential costs and benefits of additional ways to shift tunding
trom the legacy High-Cost program to the CAEF

Implementition decisiong in Stage Two will impact the
speed with which broadband service is available throughout
the United States and the overall cost of filling the broadband
availability gap. Two critical issues will be to determine what
ongaing sUpport is necessary to sustain areas that already meet
the National Broadband Availability Target due o current
USF subsidies, and how rights and responsibilities should be
modified when the incumbent is not the broadband provider-
of-tast-resort for a particular geographic area,

During this phase, the FCC will begin distributing support
from CAF, with an initial focus on extending broadbund to
unserved areas. Intrastate rates for ICC will be lowered over
several vears to interstate levels, and competitive 1XTC support
will be phased out. The FCC should also stabilize USE for the
future by expanding the USF contribution base.

RECOMMENDATION 8.9: The IF'CC should begin making
disbursements from the CAF.

Once the FCC completes culemakings to estublish the
parameters of the new CAF, it should begin to distribute CAF
funding to discrete geographic areas that contain unserved
households. The FCC potentially could focus first on those
slates that have a higher absolute number or percentage of
unserved housing units per capita, or those states that provide
matching funds for broadband construction.

RECOMMENDATION 8.10: The I'CC should broaden the
universal service contribution base.

Today, tederal universal service funding comes from as-
sessments on interstate and internationat end-user revenues
fram telecommurtications services and interconnected Vol P
services. Service providers typically pass the cost of these as-
sessients on Lo their customers,

The revenue base for universal service contributions—tele-
communications services—has remained flat over the last
decade, even though total revenues reported to the FCC by
communications firms grew from $3:35 billion in 2000 to more
than $430 billion in 2008."* Broadband-related revenues are
projected to grow steadily over time'!

Service providers are increasingly offering packaypes that
“bundte” voice and broadband and deliver them over the sine in-
frastrucinre. Assessing only teleconununications services reventes
provides incentives for companies to characterize their otterings as
“infoymation services” to reduce contributions to the fund.

There is an emerging consensus that the current contribu-
tion base should be broadened, though with differing views
o how to procecd. Some parties urge the FOCC to expand the
cantribution base to include broadband revenoes, while
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others arde the FCC to assess broadband connections through
a hybrid aumbers- and connections-based approach.'™ Some
parties suggest that the FCC should explore xome method of
assessing entities that use large amounts of bandwidth. ™ Some
suggest that broadband should not he assessed beeause that
woutd lessen broadband adoption, or that residential broadband
should be exempted.t™

As the FCC establishes the CAF, it also should adopt revised
contribution methodology rules to ensure that USF remains
sustitinable over time. Whichever path the FCC ultimately
takes, it should take steps to minimize opportunities for arbi-
trage as new products and services are developed and remove
the need to continuously update regulation to cateh up with
technology and the market.

RECOMMENDATION 8.1%: The FCC should hegin a staged
transition of reducing per minute rates for intercarrier
compensation,

The comprehensive 1CC reforms adopted in Stage One
should be implemented in Stage Two. The FCC should begin by
reducing intrastate rates to interstate rate levels in cqual incre-
ments over a period of time. The FCC should also implement
interim solutions to address arbitrage, which will help offset
revenue losses from the reduction in intrastate rates.

The FCC should continue the staged reduction of per-
minute rates adopted as part of the comprehensive 1CC reform.
After reducing intrastate rates, the FCC could, for example,
reduce interstate rates to reciprocal compensation rate levels
for those cartiers whose interstate rates exceed their recipro-
cal compensation rates, and reduce originating access rites in
cqual increments, Doing so would transition all [CC terminat-
ing rates to a uniform rate per carrier, which is an iimpuortant
step to eliminate inefficient economic behavior. The rate
reduction in astaged approach will give carriers adequate time
to prepare and make adjustments to otfset the lost revenues.

Stage Three: Completing the Transition (2017-2020)

In Stage Three, the FCC should complete the transition with an
emphasis on measurement amd adjustment. To the extent there
remain a small number of houscholds that stitl do not have ser-
vice meeting the National Broadband Availability Target, the
FCC should comsider alternative approaches Lo extend service
to those arcas.

RECOMMENDATION 8.12: The FCC should manage the total
size of the USE to remain close to its current size (in 2010
doflars) in order Lo minimize the burden of increasing uni-
versal service contreibutions on consumers.

Unrestrained growth ot the USE regardless of reason, could

jeopardize public support for the goals of universal service "™
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The BSEF has grown from approximately $-4.5 bitlion in 2000 to
projected $8.7 billion in 200" Portions of the USE are already
capped, and with the implementation of the interim competitive
IXTC cap for the High -Cost program in 2008, the only signiticant
parts of the fund that remains uncapped are the Low Tncome
progeam and a part of the High - Cost program that provides access
replacement funding (ICLS) to small, rate-of-return carriers.

The FCCs Low Income program has grown significantly
in the fast year,™ in large part due to the efforts of companies
ta create targeted offerings for Liteline recipients, Since Low
Income support comes from an uncapped tund tor which eli-
gibility is determined by need, future demand for Low Income
suppert will likely depend on many factors, including the state of
the economy, the efficacy of outreach efforts, the level of subsidy
provided, the price elasticity of demand among low-income
households, the munber and type of cligible service offerings and
the evolution of consumer demand.

The FCC needs to proceed with measured steps to assure
that as it advances the nation’s broadband goals, it does not in-
crease the USF contribution fuctor, which is already at a public
historic high. Unless Congress chouoses to provide additional
public funding to accelerate browdband deployment, the FCC
should aim to keep the overall size of the fund close to its cur-
rent size (in 2010 dollars), while recognizing that the uncapped
parts of USF may continue to grow due to factors outside the
scope of this plan.™" As the FCC implemuents the recommenda-
tions of the plan, it should evaluate innovative strategies to
leverage the reach of existing governmental support programs
and evaluate whether to adjust the relative proportion of
supply-side versus demand-side subsidies nver time.

RECOMMENDATION 8.13: The FCC should eliminate the
legacey High- Cost program, with all federal government
funding to support broadband availability provided through
the CAFL.

By 2020, the "old” High-Cost program will cense operations,
and service providers will only receive support for deployment
and provision of supported services (i.¢., broadband that offers
high-quality voice) Lhrough the CAF

The FCC should set a deadline for recipients of USF to offer
supported services. As noted above, based on current terrestrial
technology, providing broadband te the 250,000 housiog units with
the highest gaps accounts for approximately $14 hitlion of the total
investment gap, which represents an average cost of $56,000 per
housing unit to serve the last two-tenths of 196 of all housing units.

The FCC shoutd consider alternative approaches, such as
satellite hroadband, for addressing the most costly arcas of
the country (o minimize the contribution burden on consum-
ersacross Ameriea. The FCC could consider means-tested
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consumer subsidies for atellite service. Another approuach
would be to provide a limited waiver of the reguirement to offer
hroadband to providers that demonstrate that it is economical-
by ar technically infeasible to upgrade a line to offer broadband
service,**while ensuring that consumers are able to continue
to receive the high-guality voice service that they enjoy today.

RECOMMENDATION 8.14: The I'CC should continue
vedueing 1CC rates by phasing out per-minute rates for the
origination and termination of telecommunications traftic.
The elimination of per- minute above-cost charges should
encourage carriers lo negotiate alternative compensation arrange-
ments for the transport and termination of voice and data traffic.
triven that there may be market power for teriminating traffic, the
FCC should caretully monitor compensation arrangements for
I traffic as the industry transitions away from per-minute rates,
particularly in areas where there is little or no competition, to
ensure that such arrangements do not harm the public interest.*!

In summary, this roadmap for comprehensive universal
service and TCC reform over the next decade represents a criti-
cal first step to ensure that all people in the United States have
access to affordable broadband. To begin turning this roadnap
into reality, the FCC will embark on a series of rulemakings to
seek public comment and adopt rules to implement this reform.
Although these proceedings will need to make specific deci-
sions on implementation details, this plan sets torth a clear
vision for the end state we seek to achieve as a nation —preserv-
ing the connectivity that Americans have today and advancing
universal broadband in the 21 century.,

Achieving this vision will not happen automatically, Indeed.
significant changes to the existing regulatory structure will
need to be made, including adjustments to existing USEF sup-
port mechanisms to redirect funding away from supporting
siugle-purpose voice telephone networks and toward support-
ing integrated, multifunctional hroadband platforms in a more
efficient manner. Additional capital must be directed toward
hroadband infrastructure. The plan sets forth a pathway to
shift up to $15.5 hillion (present value in 2000 dollars) over
the next decade from the existing USF High-Cost program
to broadband, with up to $11.5 billion specifically focused on
broadband deployment in unserved areas. By implementing
this plan as written, broadband will be available to more than
99 of the people in the United States by 2020,

This plan is not without risk. The baseline estimates that
form the foundation for this plan are subject to s number of
assumgtions, most notably relating to the timing :and outcome
of regulatory proceedings. ' The timing of some shifts such
as implementation of the voluntary commitments from Sprint



amd Verizon Wireless to give up their competitive ETC fund-
ing is known. while the timing of other changes that could vield
savings is not.

The FCCs ability to shift funds (rom existing programs to
hroadband assumes that shitting the identified money from
voice service to broadband will not negatively impact company
operations or future deployment strategies.

The gap estimates axsume that the FCC implements un
etfective market-based mechanism to determine who should
receive support and the level of thut support, and that the
market-based mechanism is designed in a way to target support
first to Those areas that require only support for new construe-
tion. The estimates also assume that the market mechanisin
will fund the sreas requiring the least amount of support first,
thus connecting the most housing units as quickly as possible.
In same areas of the country, however, the number of inter-
ested parties may be insufficient to implement s market-based
mechanism, and the FCC therefore may need to use an ajterna-
tive approach to drive subsidies to efficient levels.

The plan docs not estimate the amount of support that may
De necessary to sustain broadband service in those areas where
it already is available. The estimates focus on the investinent
gap to make broadband capable of delivering high-quality
voice universalty availuble in unserved areas. While the FCC
will initinlly target CAF funding toward unserved areas, the
objective over time is to develop a mechanism that supports the
provision of atfordable broadband and voice in alt areas, both
served and unserved, where governmental funding is necessary.
The amount of support ultimately reguired for those areas that
currently are served through the receipt ot universal service
subsidies will depend on many factors, including the evolution
of market demand. the precise distribution mechantsm select-
cd. and the achievement of efficiencies in an [P-based network.
To the extent an incumbent rate-of-return company is not the
designated broadband prowider-of-last-resort for its entire
territory, for instance, the FCC would need to determine how
changing support levels would impact service to consumers and
how to address the costs of past network investments.

The fact that many questions remain to be answered should
not stop the nation from starting down the road to universal
broadband. There will be ample opportunity to adjust in the
vears ahead.

Accelerating Broadband Deployment

Active management of the entire USF program by the FCC as
described in this plan is the hest way to mitigate these risks
going forward. To speed deployment, provide the FUC greater
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flexibility, and ensure significant capital available for broad-
band, Congress should act,

RECOMMENDATION 8.15: To aceclerate broadband deploy-
ment, Congress should consider peoviding optional public
funding to the Connect America Fund, such as a few billion
dollars per vear over a two to three year period.

[F Congress were to provide such funding in a timely
manner, it would enable the FCC to achieve more quickly
the objectives set forth in the plan for universal broadhand,
without having to obtain such funding through the current USF
contribution mechanisim, Since consumers and businesses bear
hoth the USFE contribution burden and the general tax burden.
additional public funding would draw money tor deployment
from the same parties that contribute today, but potentially
wilh less relative impact on vulnerable populations that may
have tower broadband adoption rates than the general popula-
tion."® Additional funding would allow the country to achicve
the National Broadband Availability Target faster and ease
the glide path for implementing other veforms in this plan by
removing regulatory uncertainty over USF and 1CC revenue
streams potentially avaitable for further broadband deploy-
ment. {naddition, in the event additional funding becomes
available, whether through new government funding or carcful
management of existing funds. that funding could be used to
buaild upon fessons learned from successtul Liteline broadband
pilots and expand innovations in the E-rate and other programs
to support community institutions (see Chapters 9 and 11).

Although the plan sets forth o vision to achieve universad
broadband, no one can accurately foresee every potential mar-
ket dynamic between now and 2020, nor would il be possible
tfor the plan to accurately predict how private sector investment
may oceur in the future. The precise timing to achieve universal
availability will depend on muitiple variables, many of which
are beyond the contral of regudators. Technology, markets and
the industry can and will change. One thing that we can reliably
predict is thut the world in 2020 will be different than what we
envision today. But the fact that the FCC may need to make
mid-course corrections alony the way does not change the over-
arching national policy imperative—the need for a connected,
high-performance Amecrica. For the nation to achieve 1his goal,
the steps outlined in this plin must be taken promptly.
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ATA&T Panel Surrebuttal Attachment 2

ADOPTING VERIZON'S INTRASTATE RATES AS THE TARGET FOR PENNSYLVANIA ACCESS REFORM
WILL NOT ELIMINATE RATE DISPARITIES

Cuneat Pricing Structure Qwest’s Propased Paung Stiucture
Current
Current Disparities Proposed LEC | Is Verizon Target If Lower, if Higher,  fHas Lesy
Composite Proposed LtEC {Percent Intra Rates at Higher or tower | Percent Less | Percent More fThan 10K
Intrastate Access Rates at higher than Verizon than LEC Than Than Lines?
Rate Interstate Target Inter) Target inerstare? Interstate Interstate  |{Y/N)
PA RLECs

JPennsytvania $.0806 $.0467 2% 5.0173 Lower -63% nd4 yes
South Canaan 50775 5.0379 105% $.0173 Lower -54% na Yes
Venus $.0417 $ 0356 17% 5.0173 lower -S51% na Yes
Yukon Waltz $.0641 $.0348 83% $.0173 Lower -50% na Yes
JArmstrong North S0173 $0347 -50% $.0173 Lower -50% na Yes
Armstrong Pennsylvania £.0519 $.0346 50% $.0173 Lower -50% na Yes
Hickory $.0588 $.03480 73% 5.01723 Lower -49% na fes
tronton $.1141 5.0307 271% 50173 Lower -44% na Yes
Pymatuning $.0928 5.0279 233% $.0173 Lower -38% na Yes
Frontier Commonwealth $.0809 $.0271 199% $.0173 Lower -36'% na No
Bentleyville $ 0381 5.0251 52% $0173 Lower -31% na Yes
NEPA 5.0425 $.0238 9% $.0173 tower -28% na No
North Penn 5.0369 50213 T3% $.0173 Lower -19% na Yes
Conestoga 5.0488 $.0213 129% $.0173 Lower -19% 11 No
Consolidated Comm of PA $.0462 $.0211 119% 50173 Lower -18% na No
Denver & Ephrata $.0542 5.0202 168% $0173 lower -15% na No
{Palmerton $.0426 $.0173 147% $0173 Lower 0% na Yes
Buffalo Vailey 5.0400 $.0160 150% $.0173 Higher na B% No
Laurel Highland 5.0649 $.0156 316% $.0173 Higher na 11% Yes
Citizens of Kecasburg $ 1100 $.0143 668% $.0173 Higher na 21% Yes
[Marianna & Scenery Hill $.0593 $.0134 342% $.0173 Higher na 28% Yes
TDS - Sugar Vauey $.04%6 $0128 287% $.0173 Higher na 35% Yey
TDS - M&M $.0445 5.0120 274% $.0173 Higher Na 44% Yes
Lackawaxen $.0536 50118 352% $.0173 Higher na 46% Yes
frontier Qswayo River 50249 $.0074 238% 5.0173 Higher na 134% Yes
Centurybing $.0479 $ 0073 560% $.0173 Higher na 138% No
Frontier Breezewood S 0087 $.0070 2% 50173 Higher na 146% Yes
Frontier Penasyivania 5.0181 $.006Y 162% $.0173 Higher na 149% No
Windstream $ 0354 5.0059 499% $.0173 Higher na 193% No
Frontier Canton $.0121 5.0058 110% $.0173 Higher na 199% Yes
Frontier Lakewoog $.0141 $.0052 171% $0173 Higher na 232% Yes

Source/Notes:

Verizon PA rate per Don Price Direct Testimony (7-2-09, page 19}
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PaAINTER Law FirM, PLLC
13217 DUNHINLL DRIVE
FAIRFAX., VIRGINIA 220030

MICHPELLE PAINITER FOR 27 H

ATTORNEY NI AW . ) i
FAX 7021008 D816

March 15. 2010 Fomal, pamteddan lism@s enzon net
VIA ELECTRONIC FILING

James J. McNuity. Secretary

Pennsylvania Public Utility Commission
Commonwealth Keystone Building, 2™ Floor
400 North Street

Harrisburg, PA (7120

Re: Investigation Regarding Intrastate Access Charges and IntraLATA Toll Rates of
Rural Carriers and the Pennsylvania Universal Service Fund,
Docket No. 1-0004010S

AT&T Communications of Pennsylvania. LLC, TCG New Jersey, Inc. and TCG
Pittsburgh. Inc. v. Armstrong Telephone Company-Pennsylvania, ez.al..
Docket Nos. C-2009-2098380, C-2009-2099805, C-2009-2098735

Dear Mr. McNulty:

I am writing on behalf of AT&T Communications of Pennsylvania, LL.C. TCG Pittsburgh, and
TCG New Jersey, Inc. (collectively, "AT&T™), to respond to Windstream's March 12, 2010, letter filing
regarding portions of the Panel Rebuttal Testimony of E. Christopher Nurse and Dr. Ola A. Oyefusi filed
in the above-referenced proceedings on March 10, 2010.

Shortly after AT&T's panel testimony was submitted, counset for Windstream Communications,
Inc. advised AT&T's counsel that Windstream had ceased the “traffic pumping” activities described at
pages 53-58 of AT&T's Panel Rebuttal Testimony. From AT&T's perspective, this is a very positive
new development. AT&T greatly appreciates Windstream's action. and is pleased that Windstream
shares AT&T s opinion that such activities are improper. AT&T will submit additional testimony and
evidence reflecting this new development in accordance with the procedural schedule in this case.

While Windstream's action is welcome news, AT&T wishes to make clear that the underlying,
serious issues described in its Panel Rebuttal Testimony have not gone away. For example. North
Pittsburgh, now owned by Consolidated Communications, continues to engage in traffic pumping. As of
the date ot this letter, calls to porn and chat lines served by North Pittsburgh continue to complete, and
AT&T and other IXCs are continuing to be billed access charges for that traffic. This only serves to
prove that high intrastate switched access rates continue to create incentives for Pennsylvania carriers to
participate in traffic pumping activities. Reducing Pennsylvania’s intrastate access charges will help
eliminate the problem.

indeed, Windstream's experience demonstrates the insidiousness of traffic pumping, and the
problems it can create for Pennsylvania. According to Windstream, it was not even aware that the two
Pennsylvania companies it was acquiring were engaged in traffic pumping until after its acquisition of
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March 15, 2010

D&E and Conestoga closed on November 10. 2009. Windstream asserts that the very next day,
November 11, 2009, it notified the tratfic-pumpers their business was no longer welcome in the D&E and
Conestoga service territories. Windstream reports that all D&E and Conestoga traffic pumping ended as
of March t, 2010.

At this point. it is unclear why it took Windstream 3-1/2 months to bring traffic pumping to an
end, and it is equally unclear why Windstream took no action in mid-November, 2009 to inform AT&T
and other [XCs that it had discovered traftfic pumping and was putting an end to it. Likewise, it is
unclear whether Windstream intends to return the $411.000 which AT&T has paid D&E and Conestoga
for completing calls to traffic-pumped Pennsylvania numbers since June, 2009.

But those are matters for another day and another venue. What is important here is that
Windstream, like AT&T. agrees that traffic pumping activities are scams against consumers that must be
stopped. We look forward to seeing Windstream’s proposals for ensuring that Pennsylvania does not
become a haven for traffic pumping, and we stand ready to work cooperatively with Windstream to craft a
solution. To that end, AT&T expressly invites Windstream (and all other Pennsylvania RLECs, for that
matter) to sign on to the access reform proposal set forth in AT&T's March 10, 2010, Panet Rebuttal
Testimony. Among its many other attributes, AT&T"s proposal will curb the traffic pumping that
continues to plague Pennsylvania.

Finally, Windstream's March |2 letters to AT&T and to the PUC allege “defamation.” Clearly
those assertions constitute nothing more than legal posturing, attempted intimidation and puffery. There
has been no defamation, nor was any intended. Truth is an absolute defense to defamation, and truth is
established if the alleged defamation was substantially true. 42 Pa.C.S. §8343(bX1). Schnubel v
Meredith, 378 Pa. 609, 612, 107 A.2d 860, 862 (1954); Chicarellav. Passant, 343 Pa. Super. 330, 341,
9 A.2d 1109, 1]115{1985). AT&T's evidence proves beyond question—and Windstream itself does not
dispute -- that D&E and Conestoga have been engaged in traffic pumping, and that pumping continued
for 3-1/2 months after the Windstream merger, while Windstream states that it acted to end the practice
once it acquired the companies. Had AT&T know at the time it filed its March 10 rebuttal testimony that
Windstream had taken action to cease traffic pumping activities, AT&T would have said so in its
testimony. however, Windstream did not inform AT&T of its internal efforts until after AT&T filed its
Rebuttal Testimony. Likewise, had AT&T known at the time it filed its March 10 testimony that the
D&E and Conestoga traffic pumping had stopped a few days before, AT&T would have said so in its
Testimony and, as we acknowledge in this letter, we will be submitting testimony to reflect that new
development. But it cannot be defamation for AT&T to statc that the two Windstream companies were
engaged in traffic pumping because, as AT&T’s evidence proves, that is an indisputable fact.

Please contact me if you have any questions or concems with this matter.

Very truly yours,

Michelle Painter

cc: Hon. Kandace F. Melillo
Norman J. Kennard, Esq.
Kimberly K. Bennett, Esq.
Demetrios G. Metropoulos, Esq.
Certificate of Service



CERTIFICATE OF SERVICE

1 hereby certify that | have this day served a copy of AT&T's Letter to Secretary McNulty upon
the participants listed below in accordance with the requirements of 52 Pa. Code Section 1.54 (related to
service by a participant) and 1.55 (related to service upon attomeys).

Dated at Fairfax, VA this |5th day of March 2010.

VIA E-MAIL AND FIRST CLASS MAIL

Norman J. Kennard, Esquire
Thomas, [.ong, Niesen & Kennard
212 Locust Street, Suite 500
Harrisburg, PA 17108

(717 255-7600
nkennard(@thomaslonglaw.com

Suzan D. Paiva

Verizon

1717 Arch Street
Philadelphia PA 19(03
(215)466-4755
Suzan.D.Paiva@Verizon.com

Bradford M. Stern, Esquire
Martin C. Rothfelder, Esquire
Rothfelder Stern, L.L.C.

625 Central Avenue
Westfield, NJ 07090

(908) 301-1211
bmstern(@rothfelderstern.com

Christopher M. Arfaa, Esquire
Christopher M. Arfaa, P.C.

150 N. Radnor Chester Road, Suite F-200
Radnor, PA 19087-5245

(610)977-2001

carfaai@arfaalaw.com

Pamela C. Polacek, Esq.
McNees Wallace & Nurick 1LLC
100 Pine Street

Harrisburg PA 17108-1166
(717)232-8000
PPOLACEK@MWN.COM

Joel Cheskis, Esquire

Office of Consumer Advocate
555 Walnut Street, 5" Floor
Harrisburg, PA 17101-1923
(717) 783-5048
jcheskis(@paoca.org

Zsuzanna Benedek, Esquire
CenturyLink

240 North Third Street, Suite 201
Harrisburg, PA 17101

(717) 245-6346
sug.e.benedek/@embarg.com

Steven C. Gray, Esquire

Office of Small Business Advocate
300 North 2™ St, Suite 1102
Harrisburg, PA 17101

(717) 783-2525

sgray{@state pa.us

Renardo 1.. Hicks

Stevens & Lee

17 North Second St. 16" Floor
Harrisburg, PA 17101

(717) 234-1090

rlh@stevenslee.com

John F. Povalitis

Ryan, Russell, Ogden & Seltzer P.C.
800 North Third Street, Suite 101
Harrisburg, PA 17102-2025
(717)236-7714

jpovalitis@ryanrussell.com



Allison C. Kaster

PA Public Utility Commission
Office of Trial Staff

PO Box 3265

Harrisburg, PA 17105

akaster;@state.pa.us

Theresa Z. Cavanaugh

John Dodge

Davis, Wright, Tremaine, LLP
1919 Pennsylvania Ave, NW
Suite 260

Washington, DC 20006

(202) 973-4205
JohnDodge@dwt.com

Michelle Painter
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INTRODUCTION AND SUMMARY

DR. OYEFUSI AND MR. NURSE, ARE YOU THE SAME WITNESSES WHO
PRESENTED DIRECT TESTIMONY ON JULY 2, 2009, SUPPLEMENTAL
DIRECT TESTIMONY ON NOVEMBER 30, 2009, REBUTTAL TESTIMONY
ON MARCH 10, 2010 AND SURREBUTTAL TESTIMONY ON APRIL 1, 2010?

Yes we are.

WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY?
We are responding to the Surrebuttal Testimony filed by several parties, including the
Pennsylvania Telephone Association (“PTA”), CenturyLink, the Office of Consumer

Advocate (*OCA™), Office of Trial Staff (“OTS”), and Verizon.

PLEASE SUMMARIZE YOUR REJOINDER TESTIMONY.
This case should be about finding a solution to a problem the Commission first pledged
to fix over a decade ago. The landmark 1999 Global Order promised access reform in
2001. That did not happen. The Commission said in 2003 it would move forward on
access reform. That did not happen. The Commission first opened this investigation in
2004, but then delayed even taking up the matter for five years. To claim that AT&T’s
proposal to complete access reform by 2014 is “rushed” reform is completely at odds
with reaiity.

AT&T’s proposal will reduce access subsidies by bringing intrastate rates to
parity with interstate rates,' but not until fifteen years after the Commission’s landmark

Global Order. 1t will reduce access charge subsidies in a manner fully consistent with

1

AT&T’s proposal to reduce intrastate access rates to interstate levels, while substantially reducing

implicit subsidies, still contains a generous contribution above incremental cost. There absolutely is

nothing “free” in the billions paid at interstate rate levels.
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the Commission’s goals of promoting competition while preserving universal service. > It
will achieve the Commission’s goal of completing access reform in a measured and
responsible manner.

The parties opposing intrastate access reform continue to make the saine
arguments they’ve been making for years as to why access reform should not occur in
Pennsylvania. Specifically, the RLECs argue if access reform as advocated by AT&T is
adopted, the world as we know it will crumble, universal service will be destroyed, and
customers will see no benefits. The facts demonstrate otherwise.

The RLECs continue to argue for monopoly era policies that may have been
appropriate a decade or two ago, but are no longer sustainable today. Universal service is
about protecting customers, not companies. AT&T agrees that it is important for all
customers to have the ability to obtain telephone service at affordable rates — no party
disputes that. But the best way to keep rates affordable is not to tax one set of carriers to
subsidize others. For the past 25 years, and certainly since the passage of the federal
Telecommunications Act of 1996, telecommunications policy in this country has been
squarely focused on making the market more competitive, founded on well-established
economic princtples that competition will force all firms in the market to become more
efficient, to innovate, and to deliver to consumers the services they want at prices they
are willing to pay. Maintaining exorbitant intrastate access rates or adopting a nearly

$100 million state Universal Service Fund (“USF”) are not the answers to maintaining

B

Advocates for delay seek to misrepresent the legal requirements and policy recommendations as
if the promotion of competition and the attainment of universal service were somehow at odds with each
other, as if the Commission had to choose one at the loss of the other. That is simply not the case — both
goals can be realized at the same time, a point already astutely recognized by ALJ Colwell in her July 22,
2009 Recommended Decision at Docket No. 1-00040105. In fact, promoting competition is indeed one
way to ensure universal service goals are more readily attained.

2
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universal service. All that would accomplish is to force the vast majority of consumers
across Pennsylvania to subsidize the RLECs, just so the RLECs could be insulated from
having to compete based on their own innovation and efficiencies.’ It is easy to
understand why the RLECs think that is a good idea, but it should be equally easy for the
Commission to understand that such a result does not serve the best interests of
Pennsylvania as a whole.

The burden some parties would place on the majority of Pennsylvania consumers
cannot be understated. The OCA’s proposal to triple the size of the PA USF to nearly
$100 million, for example, would amount to a $90/line annual subsidy even for those
customers that have competitive options, and for those customers who are voluptarily
purchasing bundles at prices much higher than AT&T’s proposed benchmark of
$22/month. ALJ Colwell has already found that perpetuating the existing $34 million
USF would be bad policy, finding that “Institutionalizing the PA USF in its present form
to provide subsidies to companies who do not have to prove need will not assist the
market in reaching its goals and will, instead, provide barriers to entry for new carriers.”
To state the obvious, tripling the current USF would be three times as bad.

Likewise keeping intrastate access rates at their current levels thereby saddling
consumers across Pennsylvania with a $100 million subsidy burden -- but continuing to
hide that burden in high intrastate access rates -- just so RLECs can charge local service

prices well below market rates would be anti-competitive and anti-consumer.’

3

Meanwhile, the over a million rural customers served by Verizon receive no explicit universal

service subsidy.

3
5

ALJ Colwell Recommended Decision, Docket No. 1-00040105, July 22, 2009, pp. 87-88.
ALJ Schnierle recognized this point nearly twelve years ago when he said, “By providing ILECs

with a stream of subsidized revenues from certain customers, the system has allowed regulators to
demand below-cost rates for other customers, such as basic telephone service for those customers in high-

3
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Consumers across Pennsylvania would be asked to pay too much just so RLECs could
continue to use their access subsidies as a shield against competition. It is hard to
imagine an outcome more detrimental to the long term interests of Pennsylvania
consumers.

The RLECs accuse AT&T of failing to prove that access reductions will benefit
Pennsylvania consumers. This repeated claim is a blatant attempt to mislead the
Commission — AT&T has provided concrete proof that its toll rates have come down
faster than its access expenses.® In 19 states where access rates have been reduced,
AT&T’s average toll rates have come down by more than its access reductions. That is
hardly surprising, given the intense competition that has occurred in the long distance
business since 19'84, and given the universally accepted economic principle that any
business — even an unregulated monopolist with zero competition — will reduce its retail
price if costs go down, all else equal. What is surprising, however, is that, even with this
long-term, broadly based evidence in hand, the RLECs are still arguing that access
reform does not benefit consumers.

Some parties also claim that access reductions should not occur because AT&T
did not present a cost study showing that the current access rates contain a subsidy. But
there is no reason for AT&T (or any other party) to present a cost study. The
Commission did not rely on cost studies the last two times it reduced the RLECs’

intrastate access rates. Even the PTA agrees that no cost studies are necessary to

cost areas. For all intents and purposes, the system serves as a hidden tax collected by the telephone
companies. Low cost telephone customers are required to pay more than they would have to pay in a
competitive market, to allow the telephone companies to charge less to customers whose cost of service
would otherwise be higher.” In Re: Intrastate Access Charge Reform, Docket No. [-00960066,
Recommended Decision, June 30, 1998 at p. 6.

6 See Attachment H to our Direct Testimony and Attachment 8 to our Rebuttal Testimony,
comparing AT&T’s toll rates and access expenses in Pennsylvania and in 19 other states.

4
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implement access reform. Every party agrees there are no material cost differences in
terminating a local call versus terminating an in-state long distance call versus
terminating an interstate long distance call. RLEC intrastate access rates (and even their
lower, interstate access rates) are comfortably above the RLECs’ reciprocal
compensation rates, and in turn those reciprocal compensation rates have never been
challenged as being below-cost. Thus, there is no need to have a cost study to prove the
very clear fact that existing RLEC intrastate access rates (and interstate access rates) are
above cost. Further, AT&T’s proposal is that the RLECs reduce intrastate access rates to
match interstate rates — and no RLEC has ever asserted to the FCC that its interstate rates
are below cost. If the RLECs believe that AT&T’s proposal would result in below cost
rates, they could have presented a cost study to the Commission — but they did not. More
to the point, there is no need for cost studies under AT&T’s proposal because, under
AT&T’s approach, whatever access revenues the RLECs lose they have the opportunity
to recover through higher retail rates and, for the next few years, through transitional USF
contributions.

Finally, both the PTA and CenturyLink argue yet again for the Commission to
delay access reform for several more years to wait on FCC action, this time citing the
recently released National Broadband Report. But that Broadband Report specifically
encourages states to move forward with access reform consistent with AT&T’s proposal
in this case — by reducing intrastate access rates and rebalancing retail local rates.

Indeed, the Broadband Report cites the Pennsylvania Commission’s recommendation that

the FCC account for state access reform efforts as part of any federal intercarrier
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compensation reform the FCC may adopt over the next several years.” Far from
providing a reason for more delay, the Broadband Report sﬁpports this Commission
moving forward with much-needed and long-overdue reform that will balance the
interests of competition and universal service. AT&T’s proposal does just that, and it

should be adopted.

THE RLECS CONTINUE TO PUSH FOR MONOPOLY ERA POLICIES THAT
CANNOT BE SUSTAINED IN A COMPETITIVE WORLD.

A. UNIVERSAL SERVICE FUNDS MUST BE ABOUT PROTECTING
CUSTOMERS, NOT COMPANIES.

THE RLECS CLAIM THAT UNIVERSAL SERVICE WILL BE DESTROYED IN
PENNSYLVANIA IF ACCESS RATES ARE REDUCED. PLEASE RESPOND.

There are several problems with this argument. First, universal service must be about
ensuring customers have access to affordable telephone service, not about protecting
individual companies. Second, there is absolutely no credible evidence to support th\e
RLECSs’ claims that universal service will be destroyed in Pennsylvania if access reform
is implemented. Third, universal service cannot and should not be about insulating
RLECs from competition, which is what the RLECs’ positions are advocating.

WHAT DO YOU MEAN WHEN YOU SAY THAT UNIVERSAL SERVICE
SHOULD BE ABOUT PROTECTING CUSTOMERS, NOT COMPANIES?
Universal service is about ensuring that every customer in Pennsylvania has the

ability to obtain telephone service at affordable rates. AT&T agrees that is a

mandatory and critical goal in Pennsylvania. However, the RLECs’ proposal to

maintain access rates at the current, unsustainably high levels, and the OCA’s

See http://www broadband.gov/plan/8-availability/; page 143; fn. 65.

6
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proposal to triple the size of the USF, do not accomplish the goal of achieving
universal service. Rather, the RLEC and OCA positions stmply pick the pockets
of all Pennsylvania consumers and give the money to the RLECs without any
actual analysis into whether the money is needed to ensure that rural customers
have affordable telephone service. Given the “hyper-competitive” nature of the
telephone market in rural service territories — as the RLECs themselves claim --
this seems unlikely.

CenturyLink itself testified that the primary purpose of universal service is
to ensure service to “‘rural, high-cost consumers who generally do not have viable
competitive alternatives available and who would otherwise not have any
communications services available without implicit and/or explicit universal
service support to provide communications services at affordable prices that are

comparable to the rates of other consumers.”®

We agree.

However, the facts and the math unequivocally prove that CenturyLink’s
real reason for maintaining its current subsidies is not about protecting customers
who do not have competitive alternatives, but about protecting CenturyLink’s
revenue streams. First and foremost, CenturyLink itself has testified that its
territory is “hyper-competitive,” and that virtually all of its customers have
competitive alternatives. Therefore, one must question whether there are any

customers in CenturyLink’s territory that do not have competitive alternatives,

and therefore need universal service protections. The same is true for PTA, which

Panel Surrebuttal Testimony of Lindsey/Harper, Statement 1.1 at pp. 14-15.
7
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also testified that its members are facing extreme amounts of competition
throughout their service territories.

Second, even if there were some limited number of customers who did not
have competitive alternatives, and who could not obtain service at affordable rates
without subsidies, those customers should be cared for through targeted subsidy
mechanisms, not the sort of broad brush approach the RLECs and OCA advocate.
By any measure, the levels of subsidies the RLECs and OCA are claiming is
needed are extreme and go way beyond the amounts needed to assure telephone
services for that limited number of customers. Let’s take a look at CenturyLink
as an example. CenturyLink already receives over BEGIN
CONFIDENTIAL END CONFIDENTIAL per year from the
current PA USF. In this case, the OCA proposes (and, to no great surprise,
CenturyLink agrees) that CenturyLink should receive an additional BEGIN
CONFIDENTIAL END CONFIDENTIAL either through
implicit subsidies from its high access rates, or explicit subsidies from the PA
USF. In other words, CenturyLink claims it needs a subsidy of nearly BEGIN
CONFIDENTIAL END CONFIDENTIAL.

According to CenturyLink, it needs these subsidies to maintain universal
service for those customers that do not have competitive alternatives. Here’s the
problem — CenturyLink itself has testified that its service territory is hyper-

competitive and that “CenturyLink continues to see robust inter-modal
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competition for residential consumers, including wireless voice and data services,

cable voice and data services, and VolP services (e.g. Vonage, Magic Jack).”®

[f CenturyLink is given BEGIN CONFIDENTIAL END

CONFIDENTIAL in subsidies, every single one of CenturyLink’s lines would

be subsidized by over BEGIN CONFIDENTIAL END
CONFIDENTIAL. This includes business lines. This includes the majority of
CenturyLink’s customers who have elected to forego standalone local service in
favor of a bundled offering. More importantly, this includes a subsidy for
customers that have multiple competitive alternatives, and therefore under
CenturyLink’s own definition, do not need universal service protections or
subsidies. Assume for the sake of argument that 50% of CenturyLink’s customers
have no competitive alternative — and by CenturyLink’s own claims that is way
too high — a BEGIN CONFIDENTIAL END CONFIDENTIAL
subsidy to CenturyLink’s “universal service customers” would equate to over
BEGIN CONFIDENTIAL END CONFIDENTIAL Under a more
realistic, but still conservative, assumption that 10% of CenturyLink’s customers
have no competitive alternative, the BEGIN CONFIDENTIAL END
CONFIDENTIAL CenturyLink substdy would equal over BEGIN
CONFIDENTIAL END CONFIDENTIAL Even more
troubling, this subsidy will continue po.;rmanently.Io Thus, under CenturyLink’s

proposal, as more and more CenturyLink customers leave to go to a competitor

9
1]

Surrebuttal Testimony of David F. Bonsick, Statement 3.1; p. 11.

The OCA claimed that under its proposal, the size of the USF would decrease each year, but that
was based on speculation about whether Verizon will increase its retail rates each year, thereby increasing

the “comparable” benchmark. OCA has no proposal of decreasing the size based on a reduction in
customers that actually need support.
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(or at least have the option), the constant BEGIN CONFIDENTIAL
END CONFIDENTIAL subsidy would continue on, supporting an ever-smaller
number of customers.

CenturyLink’s approach is clearly wrong, and unarguably bad policy. If
subsidies were truly about universal service and protecting customers, then the
amount of subsidies should decrease when there are less customers to support.

Let’s look at it another way. Imagine if an RLEC is receiving $1 miilion/year
from the current PA USF, and the RLEC receives an additional $1 million if the OCA’s
“comprehensive” proposal is adopted in this case. If the RLEC lost all but 10 of its lines
to competition, the RLEC, under the OCA’s approach, would continue to receive the same
$2 million/year to subsidize only 10 lines, or $200,000 per line. In the meantime,
competitors in the RLEC territory — who would be the ones really serving the customers —
would receive $0 subsidy per line. To take this even further, if the competitors served all
of the lines in a particular RLEC's territory, the competitor would get no subsidy and the
RLEC would continue to still receive its $2 million of universal service funding to support
zero customers. ‘This is the fundamental problem with having a fund that is solely a
permanent revenue guarantee fund, as the OCA and RLECs propose, as opposed to a fund

that is targeted to helping actual customers that genuinely need universal service support.

Let’s take a look at the PTA companies. The PTA companies (exclusive of
CenturyLink) have previously testified that they have experienced an approximate 20%
line loss from 1999-2007 (from 855,586 total lines to 669,836 lines) and the rate of line

loss continues to increase each year.'' The PTA (non-CenturyLink) companies get

See PTA Statement 1.0 in USF/rate cap case before ALJ Colwell at Docket No. 1-00040105, p. 7.
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apprqximately $25.6 million annually from the current PA USF. This means the USF
subsidy per line increased from $29.92/line to $38.21/line from 1999 to 2007. Now look
at current data. The OCA shows that the number of PTA (non-CenturyLink) lines is
727,332."% The amount of USF increase under the OCA’s proposal would be
$37,920,297; adding that to the exiting $25.6 million subsidy means that the PTA
companies (non-CenturyLink) would receive $63,520,297 in USF support under OCA’s
proposal: over $87 per line annually. As the PTA companies continue to lose lines each
year, the contribution per line will only increase. This absurd result demonstrates why the
OCA’s proposed mega-expansion of the fund protects RLECs, not customers. It makes
absolutely no sense to increase the amount of contribution to support fewer customers
when the entire point is to help ensure universal service for customers, not provide

guaranteed revenues for the RLECs.

HOW DO YOU RESPOND TO PARTIES THAT CLAIM ACCESS REFORM IN
PENNSYLVANIA WILL HAVE A DEVASTATING EFFECT ON CONSUMERS
AND MAKE TELEPHONE SERVICE UNAFFORDABLE, OR THAT IT WILL
HAVE A NEGATIVE EFFECT ON TELEPHONE SUBSCRIBERSHIP?

These brash claims are unsupported by any credible evidence. First, AT&T has already
shown that its proposal will not lead to the imposition of unaffordable rates. In fact,
AT&T has shown that the Commission can make a meaningful reduction in access rates,
maintain the USF at a reasonable level, and keep local rates affordable at an initial
“benchmark” local rate of $22 per month. The Commission can then gradually increase

the benchmark (to $25 per month over the next three years) and phase down even further

the USF burden being imposed on the majority of Pennsylvama consumers.

See Exhibit RL-4.
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Second, there is no actual evidence that access reform will cause customers to
lose telephone service. As we explained tn our Direct Testimony, other states have
implemented access reform and the sky-is-falling results predicted by the RLECs have
not occurred.’® Given the extensive amount of reform that has taken place throughout the
country, surely the parties could have pointed to one example where penetration rates
decreased as a result of access reform, or where any of the dire predictions about
customers losing their ability to obtain universal telephone service at affordable rates has
come true. There is no such evidence because the RLECs’ claims are simply not true. In
fact, in response to the RLLECs’ claims in their most recent round of testimony, we
checked into whether the FCC’s interstate access reforms, which resulted in increases to
the subscriber line charge, have caused any change in national telephone penetration

rates, and the chart below shows that there is no such correlation.

Two examples of states that have implemented access reform and pricing flexibility are Michigan

and Indiana. In both states, the intrastate access rates are on average less than a penny per minute. In
addition, there is virtually full retail pricing flexibility, with the exception of a single residential calling
plan that includes a limited number of outgoing calls in Michigan. The “doom and gloom” scenario
presented by the RLECs in this case of customers unable to get telephone service and universal service
being destroyed it access reform were implemented have not occurred in either of those states.

12
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B. UNIVERSAL SERVICE CANNOT BE ABOUT INSULATING
COMPANIES FROM COMPETITION.

DO THE RLECS WANT ACCESS AND USF SUBSIDIES TO INSULATE THEM

FROM COMPETITION?

Unfortunately, yes. If you take a close look at the CenturyLink Surrebuttal Testimony, its

entire focus is on a concern that CenturyLink will not be able to compete if it is required

% of Households

to obtain revenues from its own customers rather than from other carriers and those

carriers’ customers. The PTA makes the same claims. They then claim that because of
their inability to compete on their own merits, they must be heavily subsidized in order to
survive. That position is essentially asking the Commission to guarantee that one company

will be standing atop the winner’s podium every time by giving that competitor an

artificial and unfair advantage.
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But universal service is not about ensuring that one company gets preferential
treatment over another. Nor is it about promising some companies that, even if they
cannot compete on their own merits, they will still be guaranteed the same amount of
revenues. If it is truly the case that the RLECs cannot compete without being heavily
subsidized by other companies, the answer 1s not to keep shoving the same subsidies into
the RLECs’ treasury, or to insulate the RLECs from competitive losses that are the result
of normal consumer choice. If competitors are more efficient, let them serve the market.
If RLECs cannot operate under price cap regulation without massive subsidies, then
require the RLECs to return to rate-of-return regulation. Under no circumstance, however,
should the RLECs be allowed to walk both sides of the regulatory street. They should not
keep getting all the benefits of altemative regulation (like increased revenues from
unregulated service offerings) while, at the same time, receiving the same guaranteed
revenues they did when they were monopolies under rate-of-return regulation --
particularly when those guaranteed revenues come from other competing companies and

those companies’ customers.

THE RLECS HAVE CRITICIZED AT&T’S PROPOSAL, CLAIMING THAT IT IS
NOT TRULY REVENUE NEUTRAL BECAUSE COMPETITION MAY
PRECLUDE THEM FROM RAISING RETAIL RATES ENOUGH TO OFFSET
ACCESS REDUCTIONS. PLEASE RESPOND.

This position is misguided. Under AT&T’s proposal, the RLECs would have retail price
constraints removed and would be permitted to obtain revenues from their own customers
to make up the reduction in access subsidies. Yet even that is not sufficient for the
RLECs. They claim that they are not only entitled to an opportunity to recover lost

revenues, but these revenues must be guaranteed. There are no guarantees in a
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competitive market, and for the Commission to provide such guarantees would be using a

regulatory artifice to pick winners and losers.

CENTURYLINK CLAIMS THAT IN TEXAS AND KANSAS, WHERE AT&T IS
AN ILEC, AT&T HAS IN FACT SUPPORTED A PROPOSAL SIMILAR TO THE
OCA'S TO OBTAIN ALL INTRASTATE ACCESS REVENUE REDUCTIONS
FROM THE STATE USF. IS THAT TRUE?
No - this is a complete mischaracterization of fact. AT&T's position in this case is entirely
consistent with its positions in Texas and Kansas. Contrary to CenturyLink's claim that
AT&T only supported access reductions in Texas if such reductions were recovered from
the Texas Universal Service Fund (“TUSF™), the exact opposite is true. At the same time
AT&T access reductions were being phased in in Texas, AT&T agreed to reduce its draw
from the TUSF by over $100 miilion. AT&T supported legislation in 2005 in Texas that
required AT&T to move its intrastate access rates to parity with its interstate access rates
in three steps over a three-year period (July t, 2006 through July 1, 2008). AT&T
supported access reductions in exchange for significantly expanded pricing flexibility,
including the ability to raise residential basic rates in certain deregulated exchanges
without Texas PUC approval. Moreover, AT&T agreed to a significant reduction in its
TUSF support in a proceeding that began in Sept. 2007 and finished in April 2008. Thus,
in Texas, AT&T did not rely on any state USF support to achieve access parity, but
instead relied on the ability to rebalance its local rates, just as AT&T is advocating here.
In Kansas, AT&T argued to increase local retail rates in order to make up for the reduction
in access rates. While the Kansas Commission decided to increase the size of the state

USF, it is also going to review the USF to determine whether it should be maintained at its

current level. AT&T’s position in this case -- that access reductions first be recovered
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from retail rates, and that the state USF be temporarily increased on a transitional basis so

that access reductions are phased in more gradually - will achieve the same result.

Thus, contrary to CenturyLink's claims, AT&T’s position in Pennsylvania is fully

consistent with the positions it has taken in Texas and Kansas.

BOTH PTA AND CENTURYLINK CLAIM THAT A CUSTOMER SURVEY
CONDUCTED BY CENTURYLINK PROVES THAT CONSUMERS WILL NOT
ACCEPT ANY INCREASES TO THE RLECS’ RETAIL PRICES. PLEASE
RESPOND.

We already explained why the CenturyLink survey is highly flawed in our Rebuttal
Testimony and there is no need to repeat those arguments here. However, CenturyLink
criticized other parties for not conducting our own elasticity studies to prove that
customers will not react negatively to the benchmark rates proposed by AT&T. The
problem with that argument is that, rather than relying on hypotheticals, AT&T attempted
to get information from the RLECs to demonstrate how customers actually respond to

price increases. In most cases, the RLECs refused to provide such information.
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C. THE COMMISSION SHOULD NOT REFUSE TO IMPLEMENT
ACCESS REFORM BECAUSE OF THE RLECS’ CLAIMS OF
CARRIER OF LAST RESORT OBLIGATIONS.

THE RLECS (AND EVEN OCA) CLAIM THAT THEY MUST CONTINUE

TO RECEIVE THE CURRENT LEVEL OF SUBSIDIES IN ORDER TO

FUND THEIR CARRIER OF LAST RESORT OBLIGATIONS. PLEASE

RESPOND.

The RLECs spend a great deal of time discussing their Carrier of Last Resort

(“COLR”) obligations as the primary justification for urging this Commission to

reject AT&T’s proposal regarding access reform.'* The RLECs claim that they

are the carriers that have faithfully served rural Pennsylvania; competitors are not

The RLECs consistently blur the concept of universal service with a Carrier of Last Resort

obligation (in fact, CenturyLink’s testimony almost always uses the two terms together, as if they are
one). The two are not the same and are not interchangeable. While universal service is generally well
understood (ensuring all customers have access to affordable telephone service), the RLECs have yet to
identify the source of, or define, their COLR obligations in Pennsylvania — they merely argue that such
obligations are naturally assumed.
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willing to serve all rural customers; and therefore RLECs are entitled to nearly
$100 million in implicit or explicit subsidies. AT&T does not dispute, and has
never disputed, that COLR obligations may exist (even though AT&T asked and
the RLEC:s failed to provide the legal or statutory basis for such COLR
obligations in Pennsylvania). But if the RLECs are going to claim they must be
subsidized by $87-8110/line/year to meet their COLR obligations, they should at
least be expected to identify and quantify what those COLR obligations are and
where they exist. They have utterly failed to do so (and claim they cannot do so).
[f the RLECs cannot affirmatively prove that they need such huge subsidies in
order to meet their COLR obligations, then the Commission should most certainly
not use those arguments as a basis to continue to maintain such extraordinarily

high anti-competitive implicit or explicit subsidies.

THE RLECS’ CLAIMS THAT CUSTOMERS WILL NOT BENEFIT
FROM ACCESS REDUCTIONS ARE WITHOUT MERIT AND REFLECT
AN OUTDATED AND FLAWED VIEW OF THE MARKET.

THE PTA AND CENTURYLINK STATE THAT AT&T HAS NOT
PROVEN THAT CUSTOMERS EXPERIENCED TOLL RATE
REDUCTIONS FROM PRIOR ACCESS REDUCTIONS. IS THAT TRUE?
No, and it is frankly an ouirageous claim given the amount of proof AT&T has
provided in this case. In our Direct Testimony, we provided proof that since
2004, AT&T’s average in-state long distance rate in Pennsylvania is in fact below

the average intrastate access rate of RLECs (see Attachment H to AT&T

Statement 1.0). Looking at the chart AT&T provided for CenturyLink (then
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Embarq), it is beyond dispute that AT&T has reduced its toll rates even more than

the access reductions implemented since 2004.

Embarq's Average Access Rates Exceed
Long Distance Prices Substantially Inhibiting
Competition and Lower Prices for Consumersin
Pennsylvania
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In our Rebuttal Testimony (Attachment 8), we went beyond Pennsylvania and
provided proof that in 19 states where access reform has occurred, AT&T has
reduced its toll rates even more than the access reductions realized. Thus, AT&T
has definitively proven that access reductions lead to clear and identifiable

reductions in toll rates.

Q. THE PTA AND CENTURYLINK CLAIM THAT AT&T HAS NOT

DEMONSTRATED TO THE COMMISSION THAT AT&T CUSTOMERS
BENEFITTED FROM THE ACCESS REDUCTIONS IMPLEMENTED IN
THE 1999 GLOBAL ORDER AND 2003 RLEC SETTLEMENT ORDER.
HOW DO YOU RESPOND?
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The claim is misleading, irrelevant and wrong. AT&T gave CenturyLink
permission to retrieve AT&T’s post-Global filing from the Commission when
AT&T could not find the decade-old document it 1n its files, but CenturyLink
apparently never bothered to do so. And in the wake of the 2003 RLEC
Settlement Order, AT&T filed a letter with the Commission complaining that the
RLECs had not provided enough information to permit AT&T to make its filing,
but RLECs never provided the data requested by AT&T (and MCI) and the
Commission never forced them to. The passage of time, however, has made that
issue moot. AT&T’s Exhibit H to our Direct Testimony in this case — provided to
the parties nine months ago — proves beyond question that AT&T’s average per-
minute Pennsylvania intrastate long distance prices have declined more than

AT&T’s average per-minute access costs.

IS THE RLECS’ CLAIM THAT CUSTOMERS WILL NOT REALIZE A
BENEFIT FROM ACCESS REDUCTIONS A SUFFICIENT REASON TO
DEFER OR DENY ACCESS REFORM?

Absolutely not. Really, this is a policy decision that the Commission already
made nearly eleven years ago. In the Global Order, the Commission recognized
that access reform was necessary and critical in order to ensure a level playing
field. At that time, the Commission would have been aware of any RLEC carrier
of last resort obligations, and knew there were universal service obligations, yet
the Commission still understood that access subsidies cannot be sustained and that
it must move forward with access reform. Arguing over whether reform is

necessary, or whether consumers will benefit from removing artificial pricing

distortions and implicit subsidies is simply not useful.
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Over the past decade, regulation of the RLECs’ retail rates has become
more relaxed and competition has given customers even more choices, thereby
reducing universal service concerns. AT&T (and other parties) have already
explained numerous times in this case the myriad of benefits that come from
access reform in the context of providing a level playing field and allowing
competition to thrive without favoring some types of competitors over others.
AT&T has also explained the harms caused by having high access rates, and from
having different rates for intrastate and interstate access rates. Even the RLECs
have agreed with us regarding both the benefits of access reform and the harms
that will befall consumers if it is further delayed. It is time to move forward past
long-resolved arguments over whether reform is a good idea, and get on with a
viable solution. AT&T has done just that in this case.

Q. SOME PARTIES CLAIM THAT AT&T’S PRICING PLANS ARE UNIFORM
ACROSS STATES, SO CONSUMERS IN PENNSYLVANIA WILL NOT SEE
ANY BENEFITS TO ACCESS REDUCTIONS. DOES AT&T OFFER THE SAME
PLANS ACROSS ALL STATES SUCH THAT THERE ARE NO PRICE
DIFFERENCES TO REFLECT DIFFERENCES IN SWITCHED ACCESS
EXPENSES? AND IS THIS EVEN A RELEVANT CONCERN?

A. No. While we have not exhaustively reviewed the entire menu of calling plans offered by
AT&T, we have reviewed the Consumer Basic plan and the Business All in One plan and
our research shows that the Basic and All in One plans’ prices are not the same from state

to state. We have presented the results of our research of these plans in Panel Rejoinder

Attachment 3."

‘5 We have also provided in Panel Rejoinder Attachment 4 instructions and links to these plans.

Examples of other plans with varying prices across states include: For Business - AT&T Business
Network Service, AT&T Pro WATS/Plan Q Service, AT&T CustomNet Service, Toll-Free Megacom
Service; these plans can be found in the Custom Network Services tariff which can be found using the
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Also, our consumer benefit analysis of flow through in 19 states provided as
Attachment 8 to our Rebuttal Testimony relies on AT&T’s intrastate toll revenue, which
included total revenues from all calling plans. As a result, those revenues reflected the
differences in calling plans across states.'® We calculate the average per minute revenue
to represent the toll prices that customers pay. This takes into account not only the
regular prices available in the tanff or price schedules, but also discounted pricing plans,
grandfathered plans, add-on plans, and other offerings. It also takes into account the fact
that AT&T may offer a menu of plans, but may vary its marketing strategy in some states
to respond to the extent or level of competition that may require encouraging some plans
over others, or promoting some discount plans more heavily in some states relative to
others.

If there were no differences in toll prices from state to state, the unit price per
minute should have been the same for each of the nineteen states. That is not what we
observed; therefore these parties’ allegations that consumers will not benefit from access
reductions in a given state are false.

Moreover, the RLECs’ claim is not all that relevant, even if it were true. Their
underlying premise is that if only Pennsylvania reduces access rates, the impact would be
diluted across national calling plans. The reality, of course is that numerous states have
reduced intrastate access rates, and more are being added to the list all the time. And

even if the RLECs got their wish to make Pennsylvania the last state to reform access

same instructions. For Consumer — One Rate USA, Intralata overlay, Intralata overlay II, Schedule Y
(e.g. true reach plan), Schedule Z (e.g. Reach Out America), Instate overlay.

The only exception is the In-State Connection Fee (“ISCF”), which is not included in our

analysis. Exclusion of the ISCF from the analysis means that the nineteen state trends capture the effect
of access rate differences on the actual revenues earned by AT&T from its menu of available pricing
plans excluding ISCF revenues. Therefore, the effect on consumers of reduced access rates is greater
once the effect of elimination of ISCF is added.
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rates, the probable result would be that Pennsylvanians would incur higher intrastate long
distance prices than consumers in other states, because carriers would want to reflect
Pennsylvania’s higher intrastate access charges in their prices to Pennsylvania
consumers. '’

IV. NO COST STUDIES ARE REQUIRED TO PROVE THAT ACCESS

RATES ARE ABOVE COST AND PROVIDING A SUBSIDY TO LOCAL
RATES.

Q. ARE THE CRITICISMS OF AT&T FOR NOT INTRODUCING A COST STUDY
IN THIS CASE VALID?

A. Absolutely not. The Commission has never relied on cost studies as a basis for setting
access rate policy. Despite this, several parties, including the Office of Trial Staff
(“OTS™), criticize AT&T for not introducing a cost study to “prove” that current
intrastate access rates are above cost and therefore contain a subsidy. We are quite
baffled by OTS’ position on this issue. This case not only involves AT&T’s complaint,
but also involves a generic investigation where the RLECs must provide proof to support
their case that access rates should not be reduced. If the RLECs believe that intrastate
access rates are truly at or below cost, they are clearly in the best position to provide such
cost data. They did not do so."® Thus, the OTS criticism should go both ways — it should
be aimed at the RLECs for their failure to introduce a cost study — but for some reason,

the OTS was not at all concerned about this failure.

1 The ISCF is just one example of different pricing in different states — that fee is not the same in

each state.

18 In several recent cases in other states, such as Virginia and New Jersey, CenturyLink did
introduce a cost study. For some reason, they did not introduce it here. Presumably it is because
CenturyLink’s cost study was universally rejected and found to be fatally flawed, thereby failing to
accurately calculate the cost of intrastate access.
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The PTA’s position on cost studies is equally puzzling. On the one hand, the
PTA correctly admitted that cost studies are not required in order to resolve the issues in
this case, that cost studies would serve no purpose, and that the Commission should not
draw any conclusions from the lack of cost studies.'’ On the other hand, the PTA
criticizes AT&T for failing to introduce a cost study to show that access rates are above

cost.”® PTA’s schizophrenic position on this issue should be rejected.

IS A COST STUDY NEEDED TO PROVE THAT INTRASTATE ACCESS
RATES ARE ABOVE COST AND CONTAIN A SUBSIDY?

No.?' There is no material difference in the cost to terminate a local call versus an in-
state long distance call, and no party claims otherwise. The Commission has already set
cost-based rates for the termination of local traffic — the RLECs’ reciprocal compensation
rates — and no party disputes that those reciprocal compensation rates, which are well ‘
below the RLECs’ intrastate and interstate access rates, are sufficient to cover the cost of
terminating a local call. Accordingly, there can be no serious dispute that access rates far
exceed the costs of terminating an in-state long-distance call.

Note, however, that AT&T is not asking this Commission to set the RLECs’
intrastate access rates at cost-based levels. AT&T and the OCA are simply requesting

that the RLECs’ intrastate access rates be set at parity with their corresponding interstate

19
20
u

Surrebuttal Testimony of Gary Zingaretti, p. 14.
Id. at pp. 10-11.
It should be noted that in neither the Global Order nor the 2003 RLEC access settlement

proceedings did the Commission engage in or require costs studies to undertake access reform. Likewise,
the New Jersey Board of Public Utilities recently noted that the four cost studies injected in that case were
unnecessary for it to reach its decision to reduce access rates. In the Matter of the Board'’s Investigation
and Review of Local Exchange Carrier Intrastate Exchange Access Rates, Docket No. TX08090830,
released February 1, 2010 (“NJ Access Order™). Likewise, the Virginia State Corporation Commission
was not guided by the cost study CenturyLink introduced in an access case in Virginia.
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levels. The RLECs’ interstate access rates are well above their reciprocal compensation
rates and thus well above “cost.” Thus, lowering intrastate rates to interstate levels will
still leave intrastate rates well above cost.

THERE IS ADDITIONAL DEBATE IN THE REBUTTAL TESTIMONY ABOUT
WHETHER ACCESS RATES SHOULD RECOVER A PORTION OF THE
LOCAL LOOP. PLEASE RESPOND TO THIS DISCUSSION.

We have already addressed this issue fairly extensively in our Rebuttal Testimony. There
we showed not only that access rates should not contribute to the cost of the local loop,
we also made a more important point — namely, that the market has already trumped this
endless (and pointless) economic debate because the various services and technologies
with which traditional long distance carriers compete (e.g., e-mail, social networking
websites, internet service providers, VolP providers, wireless carriers) are largely
immune from any loop cost subsidy obligations. Whatever the Commission’s views on
loop cost allocation, it cannot impose loop costs on IXCs without putting them at a severe
competitive disadvantage. Even the OCA recognized this reality. As we’ve said before,
the Commission’s objective should be to promote competition, not to favor one set of
competitors at the expense of another.

In any event, AT&T’s proposal will result in access rates that still make a
contribution to the RLECs’ joint and common costs, since AT&T’s proposal does not
reduce the RLECs’ access rates to cost-based levels.

We also want to respond to one point made by the OCA. Dr. Loube argues that

some rural loops are in fact traffic sensitive because remote terminals are used to

concentrate traffic.”> This novel position is wrong. All loops, regardless of their cost or

Surrebuttal Testimony of Dr. Robert Loube, p. 23.
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capacity, are non-traffic sensitive for all practical engineering purposes, and certainly for
costing purposes. It is universally understood that loops provided in less dense rural
areas tend to be longer and more expensive than urban loops, but nonetheless the costs
the LEC incurs to extend those loops are caused by the customers’ decision to order
telephone service, and do not vary based on the volume of voice traffic the customer
sends across the loop, or whether the customer even uses the loop at all.

Q. CENTURYLINK PROVIDED A REGRESSION ANALYSIS TO SHOW THAT
ITS COSTS ARE HIGHER IN LOWER DENSITY (OR MORE RURAL)
AREAS.” PLEASE COMMENT.

A. We have two responses. First, CenturyLink’s analysis relies extensively on the OCA cost
model that was presented in the USF case before ALJ Colwell. AT&T has already
explained that the OCA’s use of a non-rural model to calculate rural costs was highly
flawed and cannot be used for any purpose in this case.”® Even CenturyLink criticized
the OCA cost model,” but now chooses to use the results where they benefit
CenturyLink’s positions. The fact that the OCA cost model submitted in another
proceeding is the only cost model submitted in either case does not make it a valid cost
model, or a model that should be relied on for any purpose. ALJ Colwell did not rely on
the model in the USF case, and it should not be relied upon to draw any conclusions in
this one.

Our second response is, “so what?” CenturyLink’s conclusions from its regression

analysis are hardly surprising, and are irrelevant. To say that costs are higher in less

3 Panel Surrebuttal Testimony of Lindsey/Harper, pp. 30-33.

H See AT&T Reply Brief of June 4, 2009 in Docket No. [-00040105, pp. 19-21; See also AT&T
Statement 1.1 in that same case before ALJ Colwell containing extensive discussion about why the OCA
cost model is fatally flawed.

3 Rebuttal Testimony of Londerholm; Statement 3.0; January 15, 2009 in Docket No. 1-00040105,

p. 5.
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dense areas 1s an undisputed (and non-controversial) fact. But the CenturyLink
regression analysis failed to respond to the real issue (as noted by Comcast witness
Pelcovits): that there is no correlation between loop cests (or density, which is the prime
driver of loop costs) and access rates. Since high access rates are supposed to be
supporting high loop costs, Dr. Pelcovits correctly observed that one would expect to see
the highest access rates for the RLECs with the highest loop costs/lowest densities, and
vice versa, but the facts show that is not the case. CenturyLink has not disputed the

point, and its non-responsive regression analysis should be disregarded.

ACCESS REFORM SHOULD NOT BE FURTHER DELAYED.
THE PTA AND CENTURYLINK ARGUE THAT THE RECENT NATIONAL
BROADBAND REPORT RELEASED BY A FCC TASK FORCE JUSTFIES
DEFERRING PENNSYLVANIA ACCESS REFORM TO SEE WHAT THE FCC
MIGHT DO IN A FEW YEARS. HOW DO YOU RESPOND TO THAT
ARGUMENT?
Truly unbelievable. It is clear from even a cursory review of the Broadband Report that,
even if the FCC stars align, it will be years before the more than forty additional FCC
rulemakings proposed in the Report yield any comprehensive intercarrier compensation
reform. At this stage no one can predict, not even the FCC itself, when, or even if, the
FCC will gamner the necessary three votes needed to push through intercarrier
compensation reform envisioned in the Broadband Report.

More to the point, the Broadband Report expressly supports state regulators
undertaking intrastate access reform. The Report specifically recommends that the “FCC

should also encourage states to complete rebalancing of local rates to offset the impact

of lost access revenues. Doing so would encourage carriers and states to “rebalance”
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A.

rates to move away from artificially low $8—312 residential rates that represent old

implicit subsidies to levels that are more consistent with costs.”

IN YOUR REBUTTAL TESTIMONY, YOU PRAISED THE OCA’S PROPOSAL
AND ADOPTED PARTS OF IT. THE OCA CLAIMED THAT IT DID NOT
AGREE WITH AT&T’S CHANGES, AND THAT UNLESS THE OCA
PROPOSAL IS ADOPTED IN ITS ENTIRETY, ACCESS REFORM SHOULD
NOT OCCUR. DO YOU AGREE?
No. We have already explained why the OCA’s benchmark of $17.09 is unreasonable (it
is even below the $18 rate the Commission found to be reasonable nearly seven years
ago). We have already explained why the OCA’s proposal to expand the size of the PA
USF to nearly $100 million is unsupported, unnecessary and unreasonable. In fact, ALJ
Colwell has already found that a similar OCA proposal to use a USF in order to keep
rates comparable to Verizon’s is unwise, because although it will certainly lead to
universal service, it will do so at the expense of competition:
The OCA plan will institutionalize the present fund and will keep

RLEC rates comparable to Verizon PA rates -- as long as the Commission

requires Verizon’s customers as well as those of the other contributors to

the Fund to subsidize RLEC services. The OCA plan will promote the

goals of universal service in providing affordability and comparability but

does not promote competition.”’

We also disagree with OCA’s proposal to wait to implement access reform unless
and until the Commission expands the base of contributors to the PA USF. The process

of adding wireless and VolIP providers as contributors is likely to be highly contentious

and could take years, and it may require a change in law. If the Commission were to

26
27

Connecting America: The National Broadband Plan, p. 148 (emphasis added).
ALJ Colwell Recommended Decision, Docket No. I-00040105, July 22, 2009, p. 82. ALJ

Colwell further found that universal service and competition are both equal goals of state law. Id. at p.
84. In that same Recommended Decision at pages 80-82, ALJ Colwell also expressly disagreed with the
OCA proposal to use comparability as a basis to determine a reasonable benchmark RLEC rate.  Finally,
the OCA’s discussion at pages 30-31 in its Surrebuttal Testimony of the 10™ Circuit decision regarding
comparability are misleading and wrong, but that is a legal argument that can be addressed in briefs.
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adopt a properly and reasonably sized PA USF (as proposed by AT&T), the Commission
would not have to be so concerned with expanding the base of contributors. The OCA’s
comprehensive proposal would lead to yet more inaction for years to come, and that is
not an acceptable result. This is especially true when the OCA itself has acknowledged
that the disparity between intrastate and interstate rates is harmful to competition and
consurners.

VERIZON PRESENTED TESTIMONY THAT THE COMMISSION SHOULD
PHASE IN ACCESS REDUCTIONS RATHER THAN ADOPT AT&T’S
PROPOSAL TO TEMPORARILY INCREASE THE SIZE OF THE PA USF. DO
YOU AGREE?

No. Verizon is essentially arguing that it is better to have implicit subsidies rather than
explicit subsidies. AT&T disagrees. The FCC and this Commission have always
recognized that implicit subsidies must be removed, and that if there are going to be any
subsidies at all, they should be explicit. Verizon’s suggestion goes in exactly the
opposite direction. AT&T certainly agrees with Verizon that access reform should occur
now, and AT&T’s alternate proposal is intended to present a balanced and measured

approach to access reform.”®

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY?

Yes it does.

b Verizon also makes a powerful observation that RLECs are over-collecting from the PA USF and

their current fund draws do not reflect reductions in access minutes or fines that would have occurred over
the past ten years.
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ATA&T Consumer State to State Direct Dial Basic & Value,

In-State LD
Single Night/
Rate Offpeak Peak Weekend Weekend

AL $0.23
AZ $0.24 $0.32 $0.15
CcO $0.33
A $0.33
IN $0.30 $0.40 $0.28
KY $0.32 $0.37 $0.29
LA $0.33
MS $0.33
MO $0.39 $0.42 $0.33
NC $0.33
NE $0.26 $0.26 $0.26
ND $0.42 $0.45 $0.39
NV $0.31 $0.42 $0.26
OH $0.33
OR $0.33
PA $0.33
SC $0.33
SD $0.38 $0.44 $0.35
TN $0.33
X $0.31 $0.40 $0.26
WA $0.35 $0.37 $0.25
WV $0.19 $0.19 $0.19
wY $0.33

Note: Blank cell implies the rate does not apply




Business All In One Service - Sample of Basic Rate Plans

Rate Table Multi-Saver-
Rate Table A-IntraState  Rate Table B-IntraState  Rate Table C-IntraState IntraState
Basic Connected | | Basic Connected Basic Connected Basic Connected

IntetLATA |InterLATA InterLATA }interLATA IntertLATA |InterLATA InterLATA  |InterLATA
State DD DD DD DD DD DD DD DD
AL 0.24 0.14 0.24 0.15 0.10 0.07 0.07 0.07
AR 0.27 018 0.27 0.19 0,14 0.07 0.11 0.07
AZ 0.24 0.18 0.24 0.17 0.14 1).07 0.1 0.07
CA .28 0.15 .26 0.16 0.08 0.05 0.05 0.05
CcO 0.32 0.23 0.32 0.21 0.13 0.06 0.10 0.06
CT .26 0.15 (.26 0.16 0.12 0.08 0.09 0.08
DC 0.26 0.15 0.26 0.16 0.09 (.06 0.06 0.06
DE 0.26 0.15 0.26 0.16 0.09 0.06 0.06 0.06
FL 0.26 0.14 0.26 0.15 0.2 0.07 0.09 0.07
GA 0.26 0.14 0.26 0.15 0.10 0.07 0.07 0.07
Hi 0.26 0.17 0.26 0.18 0.10 0.06 0.07 0.06
1A 0.32 0.23 0.32 0.23 0.14 0.06 Q.11 0.06
1D 0.29 0.20 0.29 0.21 0.14 0.06 Q.11 0.06
1L .28 0.15 0.28 0.16 0.08 0.05 (.05 0.05
IN 028 0.15 0.28 0.16 0.08 0.05 0.05 0.05
KS 0.32 0.23 0.32 0.21 0,10 0.07 0.07 0.07
KY 0.24 0.16 0.24 0.17 0,10 0.07 0.07 0.07
LA 0.24 0.16 0.24 0.17 0.10 0.07 0.07 0.07
MA 0.28 015 0.28 0.16 0.09 0.06 0.06 0.06
MD 0.28 0.15 0.28 0.16 0.09 0.06 0.06 0.06
ME 0.32 0.23 0.32 0.24 0.09 0.06 0.06 0.06
Ml 0.26 0.14 0.26 0.15 0.08 .05 0.05 0.05
MN 0.29 .20 0.29 0.18 0.13 0.06 0.10 0.06
MO 0.32 0.21 0.32 0.21 0.16 0.07 0.13 0.07
MS 0.24 0.1 0.24 0.17 0.10 0.07 0.07 0.07
MT 0.30 0.21 0.30 0.22 0.15 0.06 0.12 0.06
NC 0.24 0.14 0.24 0.15 0.10 0.07 0.07 0.07
ND 0.3) 0.22 0.31 0.23 0.19 0.08 0.16 0.08
NE 0.31 0.22 0.3) 0.21 0.10 0.05 0.07 0.05
NH 0.26 0.17 0.26 0.18 0.10 0.06 0.07 0.06
NJ 0.28 0.15 0.28 0.16 0.09 0.06 0.06 (.06
NM 0.33 0.24 0.33 0.24 0.14 0.06 0.11 0.06
NV 0.26 0.17 0.26 0.18 0.09 0.05 0.06 0.05
NY 0.28 0.15 0.25 0.16 0.09 0.06 0.06 0.06
OH 0.28 0.15 0.28 0.16 0.08 0.05 0.05 .05
0K 0.24 0.16 0.24 0.17 0.10 0.07 0.07 0.07
OR 0.26 0.15 0.26 0.16 0.08 0.05 0.05 0.05
PA 0.28 0.15 0.28 0.16 0.09 0.06 0.06 0.06
PR 0.27 0.18 0.27 0.19 0.10 0.07 0.07 0.07
RI 0.28 0.18 0.28 0.18 0.09 0.06 0.06 0,06
SC 0.30 0.22 0.30 0.22 0.10 0.07 0.07 0,07
SD 0.30 0.22 0.30 0.22 0.19 0.08 0.17 0.10
N 0.24 0.14 0.24 0.15 0.10 0.07 0.07 0.07
TX 0.35 0.21 0.28 0.17 0.11 0.07 0.08 0.07
uUT 0.31 0.23 0.31 0.2) 0.09 0.05 0.06 " 0.05
YA 0.26 0.15 0.26 0.16 0.10 0.06 0.08 0.06
VT 0.32 0.23 0.32 0.23 0.09 0.06 0.06 0.06
WA 0.28 0.15 0.28 0.16 0.11 0.05 0.08 0.05
WI 0.26 0.15 0.26 0.16 0.09 0.05 0.06 0.05
wv 0.29 0.20 0.29 0.20 0.10 0.06 0.07 0.06
WY 0.32 0.23 0.32 0.23 0.11 0.05 0.08 0.05
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PANEL REJOINDER ATTACHMENT 4 Page 1 of 4

Instructions and Links to Access the AT&T’s Consumer and Business Plans

USING CONSUMER TARIFF - Basic Rate Plan and all other plans in states which have tariffs
From www.att.com
Select “About AT&T” tab

Sclect “Service Publications™ in the “‘Public Policy and Regulatory Information” section, which takes you

to:

http:/ www.att.comdeeny public-attairs  pid=9700

Select a state on the map and then select “Residential”
Under the company “AT&T Communications of the XXX ..." select “*LLearn More” under “State tanffs”
Sclect a state again

Select “Tanffs”. You have to look through the different tariffs to find the service in which you are
interested. The tariff may differ for each state.

As an example from

hup:Awww.att.com/gendpublic-utfairs?pid=9700:

Select “PA” for the state.
Select “Residential”

Under AT&T Communications of the Mountain States, Inc. ..., select “Learn More”
under “State Tariffs:

Select “PA”
Select “Taniffs”
Select “PA Message Telecommunications Service”

Search for “X Schedule, Diat Station™

As another example, from

hup:siwww.att.comigenspublic-aftairs ?pid =9700:

Select “TX"™ for the state.

Select “Residential”
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PANEL REJOINDER ATTACHMENT 4 Page 2 of 4
Under AT&T Communications of the Southwest, Inc...., select “Learn More™ under
“State Tariffs:
Setect “TX”
Select “Tanffs”

Select “TX MTS TOC Section | MTS and OCPs”
Search for “Schedule X
USING CONSUMER SERVICE GUIDE - Basic Rate Plan
From www.att.com
Select “About AT&T” tab

Select “Service Publications™ in the “Public Policy and Regulatory Information™ section, which takes you

to:

hitp:/ww w.att.comywen‘public-atfaies " md=49700

Select a state on map and select “Residential”

Under the company “AT&T Communications of the XXX ...., select “Learn More” under “State
Guidebooks/Service Guides™ which takes you to:

htipr/Awvww.asernvicesuide. itconVACS/extiindex.ciin

Select “Domestic Service Guide™ on the left

Select “AT&T State to State Direct Dialed Basic Rate Plan"”

Select “AT&T State-To-State Direct Dialed Basic Ratc Plan service guide” 4
Once link opens, go to bottom of page and in the last paragraph, select the “information” link,

Select the desired state, Only states that have “Service Guides™ for the “Basic Rate Plan will be available

to select.

USING CONSUMER SERVICE GUIDE — One Rate USA, AT&T True Reach and AT&T Reach
Out America

From www.att.com
Select “About AT&T"” tab

Select “*Service Publications” in the “Public Policy and Regulatory {nformation” section, which takes you

to:
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hitn:Awww.att.conygen/publiic-attairs 2p1d-9700

Select a state on map and select “Residential”

Under the company “AT&T Communications of the XXX ...., select “Leam More” under *State

Guidebooks/Service Guides™ which takes you to:

http: www.serviceguide.att.com/ACS/extindex.cim

Select “Domestic Service Guide” on the left
One Rare USA
Scroll down to “Local Services Bundle™, select One Rate USA, a new document opens
up, scroll down to bottom and click on desired state

AT&T TRUE REACH AND AT&T REACH OUT AMERICA

Scroll down to “*Offers No Longer Available to New Customers”, and select “more” at

the bottom and you will then see expanded list of grandfathered plans

Scroll down to AT&T True Reach or AT&T Reach Out America, select plan, and a new
page opens up,
Select the Plan again, a new document opens up

Scroll down to bottom of document, in the last paragraph (usually) it talks about state

rates (for de-tariffed states), select the “information™ link, new screen opens up
Select desired state

USING CONSUMER SERVICE GUIDE - AT&T In-State Overlay, AT&T IntraLATA Overlay and
AT&T IntraLATA Overlay 11

From www.att.com
Select “About AT&T” tab

Select “Service Publications™ in the “Public Policy and Regulatory Information * section, which takes you

to:

httpe/www att.comy/ gen/public-aftairs 7pid 9700

Select a state on map and select “Residential”

Under the company “AT&T Communications of the XXX ...., select “Learn More” under “State
Guidebooks/Service Guides™ which takes you to:

htp:owwwservivegaide att. comé AC S/extindex.cfin
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Sclect “State Specific Service Guides™ on the left

Scroll down to “Offers No Longer Available to New Customers™, and select “more” at the bottom and
you will then see expanded list of grandfathered plans i

Scrol} down to AT&T In- State Overlay or AT&T [ntraLata Overlay OR AT&T IntraLATA Overlay Ii,

select plan, and a new page opens up,
Select the Plan again, a new docwment opens up

Scroll down to bottom of document, in the last paragraph (usually) it talks about state rates (for de-tariffed

states), select the “information” link, new screen opens up

Select desired state

BUSINESS TARIFF OR SERVICE GUIDE FOR THE “ALL IN ONE” PL, AS WELL AS
OTHER BUSINESS PLANS

From www.att.com
Select “About AT&T” tab

Select “Service Publications™ in the “Public Policy and Regulatory Information” section, which takes you
to:

http://www_ait. cony eenspublic-uttairs?pid =9700

Select a state and then select “Business™
Under the company “AT&T Communications of the XXXX...., select “Learn More” under “State tariffs”

Select state again

Select “Services™

Under “Custom Network Services”, select “the Price List™,

On “Price List" page, select either Section 10 or “AT&T All in One Service”. Only one of these will be
available. If “AT&T All in One Service” is available, go to Section 10 within the document.



