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James J. McNulty, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

P. O. Box 3265

Harrisburg, PA 17105-3265

Inre: Investigation Regarding Intrastate Access Charges and IntraLATA Toll Rates of
Rural Carriers and the Pennsylvania Universal Service Fund
Docket No. I-00040105

2006 Annual Price Stability Index/Service Price Index Filing of Buiffalo Valley

Telephone Company
Docket Nos. P-00981428F1000 and R-00061375

2006 Annual Price Stability Index/Service Price Index Filing of Conestoga
Telephone and Telegraph Company
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2006 Annual Price Stability Index/Service Price Index Filing of Denver and
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Dear Secretary McNulty:

Enclosed herewith for filing on behalf of Buffalo Valley Telephone Company, Conestoga
Telephone and Telegraph Company, and Denver and Ephrata Telephone and Telegraph Company are
an original and three (3) copies of their Reply to Verizon's Answer to Petition for Reconsideration. A
Certificate of Service is attached thereto.

Should you have any questions concerning this filing, please do not hesitate to contact me.

Sincerely,
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Before The
PENNSYLVANIA PUBLIC UTILITY COMMISSION RECEIVED

AUG 17 2007

Investigation Regarding Intrastate Access : 1-00040105
Charges and IntraLATA Toll Rates of : PA PUBLIC UTILITY COMMISSION
Rural Carriers and the Pennsylvania : SECRETARY'S BUREAU

Universal Service Fund

2006 Annual Price Stability Index/Service P-00981428F 1000
Price Index filing of Buffalo Valley : R-00061375
Telephone Company :

2006 Annual Price Stability Index/Service . P-00981429F1000
Price Indexfiling of Conestoga Telephone : R-00061376

and Telegraph Company

2006 Annual Price Stability Index/Service . P-00981430F 1000
Price Index filing of Denver and Ephrata : R-00061377 =y
Telephone and Telegraph Company

BUFFALO VALLEY TELEPHONE COMPANY,
CONESTOGA TELEPHONE AND TELEGRAPH COMPANY, AND
DENVER AND EPHRATA TELEPHONE AND TELEGRAPH COMPANY

REPLY TO VERIZON'S ANSWER
D OCUMENT TO PETITION FOR RECONSIDERATION
FOLDER

NOW COME, Buffalo Valley Telephone Company ("Buffalo Valley"),
Conestoga Telephone and Telegraph Company ("Conestoga”}), and Denver and
Ephrata Telephone and Telegraph Company ("D&E Telephone") (hereinafter
collectively "D&E carriers” or "Companies"), all subsidiaries of D&E
Communications, Inc. ("D&E"), and reply to the Answer filed by the Verizon
Companies ("Verizon") to the Petition for Reconsideration filed by the D&E carriers
in the above-captioned matter on July 26, 2007, as follows:

I. INTRODUCTION

1. By Opinion and Order entered July 11, 2007 ("July 11, 2007 Order"},

the Commission, with Vice Chairman James H. Cawley and Commissioner Tyrone



J. Christy dissenting, addressed the D&E carriers' 2006 Annual PSI/SPI Chapter 30
rate filings. The said Order rescinded and amended the Commission's prior

June 23, 2006 Orders and rejected the increases in access rates of the D&E

carriers implemented pursuant to said Orders. The July 11, 2007 Order also

directed the Companies to file tariffs designed to recover their revenue entitlements
consistent with their Chapter 30 Plans and provide refunds for access rates from
November 15, 2006 forward. Ordering paragraph 4 reads, as follows:

4. That the D&E Companies shali file tariffs or tariff
supplements designed to recover their allowable 2006 Annual
PSI/SP1 revenue in any manner consistent with their Chapter 30
plans. The proposed increases to access charge rates is [sic]
expressly rejected. Said tariffs or tariff supplements shall be made
within thirty (30) days of the entry date of this Opinion and Order and
shall provide refunds for access rates from November 15, 2006
forward.

July 11, 2007 Order, ordering paragraph 4.

2. By Petition for Reconsideration ("PFR") dated July 26, 2007, the D&E
carriers sought reconsideration, clarification, and amendment of the July 11, 2007
Order on various grounds. One of the grounds is the D&E carriers’ request to
amend or clarify ordering paragraph 4 to recognize that any local rate increases
pursuant to their Amended Chapter 30 Plans should likewise be applied retroactive
to November 15, 2006. In addition, D&E Telephone requests clarification of the

July 11, 2007 Order contending that the universal service funding resulting from its

basic exchange rates éxceeding the applicable universal service rate caps should
be retroactive to November 15, 2006.
3. On August 6, 2007, the Office of Consumer Advocate ("OCA")filed an

Answer supporting the PFR to the extent D&E Telephone seeks recovery from the



Pennsylvania Universal Service Fund {"PaUSF") retroactive to November 15, 2006,
in lieu of the company's residential customers bearing increases above the
Commission's established $18.00 monthly R-1 universal service rate cap.

4. On August 8, 2007, Verizon filed an Answer to the PFR arguing that
the PFR does not satisfy the Commission's standards for granting a petition for
reconsideration. Verizon then sidesteps the PFR's retroactivity issue and, in an
effort to convince the Commission not to recognize D&E Telephone's universal
service fund recovery rights retroactive to November 15, 2006, sets forth new and
novel arguments contesting D&E Telephone's right to PaUSF recovery.'

5. The D&E carriers are compelled to file this Response to the new and
novel contentions raised and relief sought by Verizon and request that the
Commission accept this Response as a reply to an answer seeking affirmative relief

or raising new matter pursuant to 52 Pa. Code §5.63.% In the alternative and under

'See Verizon Answer at 2.

2Although not expressly labeled as such, Verizon's Answer to the PFR seeks affirmative relief
and raises new matter conforming to the guidelines of 52 Pa. Code §5.62 as set forth in Re Duguesne
Light Company, 72 Pa. P.U.C. 131 (1990), and justifying the within reply under 52 Pa. Ccde §5.63.
Verizon's Answer raises questions of law or fact common to those of the petition, including, inter alia,
that D&E’s PFR "is simply a vehicle for the D&E companies to make a new proposal to extract cash
from other carriers ... (Verizon Answer at 2); "Moreover, it is not a foregone conclusion that D&E is
entitied to any additional subsidies from the USF to support implementation of its annual price change
opportunities” (Verizon Answer at 3} (emphasis in original); "The Commission cannot simply accept
D&E's claimed entittement to new USF subsidies without further examination — an examination that
should occur in a separate proceeding with notice to all affected parties. It is not a foregone
conclusion, as D&E would have the Commission believe, that in choosing to raise its basic service
rates Denver & Ephrata is automatically entitled to new USF subsidies” {Verizon Answer at 8); "If the
Commission were even to consider providing Denver & Ephrata with any new USF subsidies, it would
first have to create a mechanism to obtain the funds to do so..." and "Third, it is not even clear that
the $18 R-1 benchmark still survives today” (Verizon Answer at 9); "... in light of current market
realities [the $18.00 cap] may not be the correct level to determine when a carrier should be permitted
to make a claim to the USF. At the very least, it should have increased each year based on the
change in the rate of inflation” (Verizon Answer at 10). Verizon challenges the proportionate credit
for a cap in B-1 rates expressly resulting from the Global settlement (Verizon Answer at 11).

Second, there is an injury claimed to be suffered by the participant filing the Answer that D&E
would "get through the back door the same result that the Commission rejected in its July 11, 2007
{continued...)
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the circumstances, D&E requests that this Response be considered under 52 Pa.
Code §1.2. Without the Commission's recognition of this Response, D&E will be
unfairly denied the opportunity to address Verizon's newly conceived arguments.
Il. ARGUMENT

A. The PFR Satisfies 52 Pa. Code §5.572 and the Duick Standard

6. Verizon states that D&E's PFR "does not actually seek
reconsideration” but rather "is simply a vehicle for the D&E companies to make a
new proposal to extract cash from other carriers...."* Contrary thereto, D&E's PFR
was properly filed pursuant to 52 Pa. Code §5.572, entitted "Petitions for relief."
Section 5.572(a) describes such petitions for relief as petitions for rehearing,
reargument, reconsideration, clarification, rescission, amendment, supersedeas or
the like. Accordingly, the fact that the D&E PFR primarily seeks clarification and

amendment on reconsideration of the July 11, 2006 Order is completely appropriate

relief under §5.572.

2(...continued)
Order" (Verizon Answer at 2); "that D&E intends to recover revenue from other carriers [including
Verizon] rather than from its end users” (Verizon Answer at 7).

Lastly, there is relief sought against D&E, "If the D&E companies wish to make a separate
claim to expand their receipts from the USF, then the Commission should address that claim in a
separate proceeding and should provide notice and an opportunity to be heard to all carrier
contributors to the USF" (Verizon Answer at 3); "At the very least, there is no basis for D&E to claim
entittement to an automatic subsidy for business rates without further examination” (Verizon Answer
at 11). "Meanwhile, Denver & Ephrata can file a tariff supplement proposing to charge its customers
more than $18 for R-1 rates and $23.58 to B-1 rates without USF subsidy, and ask the Commission
to waive whatever caps might still exist” (Verizon Answer at 12) (emphasis added).

Having raised additional questions of law and fact, alleged injury and requested relief,
Verizon's Answer seeks affirmative relief and raises new matter, warranting this reply by D&E under
§5.63.

3Vtarizon Answer at 2.



7. Verizon further argues that the D&E carriers misstate the Duick

standard in their PFR.* To the contrary, the Companies directly quote from the
Commission's Duick decision.® Verizon argues the Companies should have also
cited that portion of the Duick decision that requires a petition for reconsideration
to address "new and novel arguments, not previously heard, or considerations
which appear to have been overlooked or not addressed by the Commission."® This
is precisely what the PFR does. D&E raises in its petition that while the July 11,
2007 Order directs the D&E carriers to refund the increased access rate revenues
back to November 15, 2006, it provides no specific direction that any new local
exchange rates and any resulting PalUSF recovery should likewise have retroactive
application to November 15, 2006.” Thus, the retroactivity of local rate increases
and PaUSF recovery to counterbalance the retroactive refund of the access charge
increase is not a "manufactured omission" but is a matter that was clearly

"overlooked or not addressed” in the July 11, 2007 Order. Accordingly, the

Companies are justified in seeking clarification or amendment of the Order under
§5.572.

8. With its 2006 Annual PSI/SP| average residential rate now exceeding
the applicable $18.00 R-1 universal service rate cap, D&E Telephone is seeking

amendment or clarification of the July 11, 2007 Order to recognize its right to

4Verizon Answer at 3.
See D&E PFR at 6.
SVerizon Answer at 3.

"PFR at 8.



PaUSF recovery retroactive to November 15, 2006, consistent with its Amended
Chapter 30 Plan. At pages 18-19, under Consumer Protections, the Plan provides:

During the pendency of the Pennsyivania USF, the Company retains
the right to change and rebalance its intrastate rates in accordance
with the PSP [Price Stability Plan], and if such rates are found to be
just and reasonable, they shall be permitted to become effective.
Further, should the new rates exceed the $16.00 monthly residential
rate ceiling and applicable business rate ceiling established in the
Global Order for the duration of the Pennsylvania USF, the Company
is permitted to recover the revenue difference arising from application
of the Global Order rate ceilings from the Pennsylvania USF. By
Order entered July 15, 2003, at Docket No. M-00021596, et al., the
Commission approved modifications to the Global Order including a
continuation of the USF and an increase of the $16.00 residential cap
to $18.00.

The July 11, 2007 Order fails to recognize this right and is in need of clarification or

amendment to address the application thereof from a timing perspective.
Contrary to Verizon's claim, this is not "a new proposal at the thirteenth
hour.”® This precise contention was set forth in D&E witness Beurer's testimony
where he stated that, "because D&E Telephone's average R-1 rate is approximately
$17.50, allocating the entire 2006 PSl increase to local rates would have increased
the average R-1 rates for D&E Telephone above the $18.00 rate cap requiring the

amounts in excess of $18.00 billed to end users to be credited and collected from

the PaUSF." This testimony was simply overiooked in the July 11, 2007 Order

justifying reconsideration under the Duick standard.

B. D&E Telephone's Right to Recovery from the Universal Service Fund
9. Ignoring the straight-forward provisions of D&E Telephone's

Amended Chapter 30 Plan, the Verizon Answer entertains a lengthy discussion to

8Verizon Answer at 3.

°D&E Statement No. 1-R at 6.



convince this Commission that D&E Telephone is not entitled to any PaUSF
recovery let alone recovery retroactive to November 15, 2006. D&E respectfully
submits that Verizon's new and novel statements are contradictory fo D&E’s
Amended Chapter 30 Plan and, therefore, violate ordering paragraph 4 of the
July 11, 2007 Order.

1. PaUSF Plan and Global Order

10.  Verizon argues that the PaUSF is for the "limited purpose” of
supporting access and toll rate reductions™ and there is "no mechanism” for
additional USF funding.” This argument is flawed.

The existing PaUSF arose from the settlement plan sponsored by Verizon

in its petition commencing the Global proceeding at Docket No. P-00991649. in
that petition, Verizon (formerly Bell Atlantic-Pennsylvania, Inc.) and the Rural
Telephone Company Coalition, et al., proposed a universal service funding plan
which they labeled in paragraph 81 of the petition as the "Small Company Universal
Service Fund Settlement.” The plan was attached in Appendix |l to the petition.

The alternative petition filed in Global by Nextlink Pennsylvania, Inc., et al., at

Docket No. P-00991648, supported the Small Company universal service funding
plan with various modifications.'? The plan was ultimately approved in the Global

Order subject to modifications.*®

Y%erizon Answer at 9.

Yverizon Answer at 10.

2 oint_Petition of Nextlink Pennsylvania, Inc., et al., Docket Nos. P-00991648 and
P-009916489, Order entered Sepiember 30, 1999 ("Global Order™) at 48-50.

3)d. at 150-155.



11. A review of the Small Company Universal Service Fund Settlement
plan sponsored by Verizon and as adopted with modifications in the Global Order,
shows that the plan was initially established for funding access and toll rate
reductions on the part of the rural ILECs. The plan calls for the size of the fund to
be recalculated annually to reflect actual access line growth. In addition, the plan
specifically recognizes that on an annual basis the size of the fund is "expected to
expand/contract for various reasons"' (emphasis added). Thus, the PaUSF, as
approved in the Global Order, does provide for the expansion of the fund for various
reasons.

12.  One of those reasons is when a fund recipient's local rates exceed the
rate cap imposed by the Commission. The initial PaUSF Plan as sponsored by
Verizon initially established the monthly average R-1 cap at $16.00 and the B-1 at
the "proportionate amount."'® Appendix I to the Verizon petition in Global, at page
5, reads as follows:

5) Small ILECs with monthly residential one-party basic,

local rates above $16.00 at the time the Fund is implemented will

provide a Universal Service credit in an amount that will effectively

reduce the rate to $16.00 with their business rates receiving a

proportionate credit.

The modified plan sponscred by the Nextlink parties and spelled out on
pages 48-50 of the Giobal Order specifically recognized that the fund is to be

increased when an ILEC's rates exceed the R-1 rate cap stating: "If insufficient

funds exist to cover the new level of USF support to assure compliance with the

14§5—5§ Verizon Petition at Docket No. P-00991649, Appendix Il, Appendix A at 3.

in other words, only when the average R-1 rate exceeds the applicable R-1 cap does an
ILEC calculate the "proportionate” B-1 rate cap for universal service funding purposes.

-8-



$16.00 rate ceiling, the Commission will require that the USF be increased to the
required level with all contributors paying their respective share of the increase.""®

13. The Commission in the Global Order recognized this additional
PaUSF funding provision stating, "if such ILEC's one-party residential rate is above
$16.00 per month, and is found to be just and reasonable by the Commission, the
revenue associated with the difference between the rate ceiling and the approved
rates will be recovered from the Pennsylvania USF.""" Pursuant thereto, the initial
PaUSF level was established to assist those rural ILECs with funding to the extent
their local rates exceed the $16.00 R-1 cap and proportionate B-1 cap.

14.  In summary, the ﬁaUSF was not established for the sole purpose of
funding access and toll rate reductions by the applicable ILECs as Verizon has
stated. Instead, the PalUSF was also established to provide funding for other
reasons including those instances where the Commission approves just and

reasonable rates for an ILEC which exceed the applicable R-1 rate cap. Further,

the Commission's modified PaUSF plan in Global did provide for increasing the

funding level.

2. Access Charge Order

15. The Commission in its subsequent Access Charge Order entered
July 15, 2003, adopted a Joint Procedural Stipulation sponsored by Verizon, thé

Rural Telephone Company Coalition and others, that continued the PaUSF beyond

185ge Global Order at 49.

7 Global Order at 201.

access Charge Investigation per Global Order of September 30, 1999, et al., Docket Nos.
M-00021596, etc., Order entered July 15, 2003.

-9-



December 31, 2003, and increased the applicable average R-1 monthly rate cap
from $16.00 to $18.00." This Joint Procedural Stipulation specifically provided
"[a]ny approved future increases in rates above the $18.00 rate cap for any ILEC
shall also be recoverable from the USF under the exact same terms and conditions
as approved in the Global Order."?*® Consequently, the Commission in the Access
Charge Order again recognized for PaUSF funding purposes those ILECs whose

rates exceed the applicable R-1 rate cap of $18.00. Since the Access Charge

Order, the aforesaid cap has not been modified or terminated by the Commission.?'

3. D&E Carriers Amended Chapter 30 Plans

16.  Following the implementation of Act 183, D&E Teiephone filed an
Amended Chapter 30 Plan accelerating its universal broadband commitment to
December 31, 2008. The Amended Plan was approved by the Commission.? This
Amended Plan which remains in effect today specifically provides under Consumer
Protections:

During the pendency of the Pennsylvania USF, the Company retains

the right to change and rebalance its intrastate rates in accordance
with the PSP [Price Stability Plan], and if such rates are found to be

1g§_egg Access Charge Order at Attachment A at 18.
20&

in fact, the Commission in its pending investigation into infrastate access charges,
intraLATA toll rates, and the PaUSF, at Docket No. |-00040105, has stayed the investigation. and
continued the PalJSF "until such time as regulations are promulgated eliminating or modifying the
Fund." See Order entered November 15, 2006, Investigation Regarding Intrastate Access Charges
and Intral ATA Toll Rates of Rural Carriers and the Pennsylvania Universal Service Fund, ordering
paragraph 9. The said November 15, 2006 Order directed no modifications in the $18.00 R-1
universal service cap established under the Access Charge Order.

*266 Pa.C.S. §3011-3019.

2:"Pjtition for an Amended Alternative Requlation and Network Modernization Plan for the
Denver and Ephrata Telephone and Telegraph Company, Docket No. P-00981430F1000, Order
entered June 3, 2005.
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just and reasonable, they shall be permitted to become effective.

Further, should the new rates exceed the $16.00 monthly residential

rate ceiling and applicable business rate ceiling established in the

Global Order for the duration of the Pennsylvania USF, the Company

is permitted to recover the revenue difference arising from application

of the Global Order rate ceilings from the Pennsylvania USF. By

Order entered July 15, 2003, at Docket No. M-00021596, et al., the

Commission approved modifications to the Global Order including a

continuation of the USF and an increase of the $16.00 residential cap

to $18.00.
D&E Telephone Amended Chapter Plan at 18-19.

17.  Ordering paragraph 4 of the Commission's July 11, 2007 Order directs
D&E Telephone to design rates to recover its allowable revenues "consistent” with
its Chapter 30 Plan and without increasing its access rates. The local rates set forth
in the PFR are designed consistent with the D&E Telephone Amended Chapter 30
Plan and such rates exceed the $18.00 R-1 cap and proportionate B-1 cap.
Consequently, under the Plan, D&E Telephone is entitied to PaUSF support to the
extent its rates exceed the applicable caps. All D&E Telephone is seeking through

the PFR is clarification of the July 11, 2007 Qrder to provide that the universal

service funding should be retroactive to November 15, 20086, the date of the access
rate decreases. Without retroactive recovery, D&E Telephone will not be permitted
to fully recover its allowable revenue opportunity under its 2006 Annual PSI/SPI

Filing. 1t must be emphasized that D&E Telephone under the Access Charge Order

and its Amended Chapter 30 Plan is not allowed to charge rates in excess of an
average $18.00 R-1 and the proportionate B-1 rate caps. Instead, D&E Telephone
is permitted to recover the revenues from the PalUSF. Violating these two

consumer safeguards would be a violation of D&E Telephone's Amended Chapter

-11-



30 Plan which in turn would violate the July 11, 2007 Order which requires the new

tariffs to be consistent with the Chapter 30 Plan.

18.  Itis alsoimportantto recognize Act 183 at 66 Pa.C.S. §3013(b) states
that, "[E]xcept for changes to existing alternative form of regulation and network
modernization plans as authorized by this chapter, no change to any alternative
form of regulation or network modernization plan may be made without the express
agreement of both the Commission and the Local Exchange Telecommunications
Company.” Accordingly, the Consumer Protections provisions of the Amended
Chapter 30 Plan recognizing a $18.00 R-1 rate cap and proportionate B-1 rate cap
with universal service funding must be followed.

4, Verizon's New and Novel PaUSF Contentions are Erroneous

19.  As discussed in paragraphs 10-15 hereof, Verizon has been a major
participantin the establishment of the current PaUSF recognizing thatfunding levels
may be increased when an ILEC's rates exceed the applicable rate cap and are
found just and reasonable by the Commission. In lieu of abiding with the PaUSF,
decisions of this Commission and the D&E carriers' Amended Chapter 30 Plans,
Verizon has made erroneous contentions, which could cloud the appropriate
course of action by this Honorable Commission.

20. Forexample, Verizon states that the only purpose of universal service
funding was for "access and toll rate reductions."® Yet, as stated above, the
Global Order recognized that funding levels could increase when an ILEC's rates

exceed the applicable rate cap. Likewise, Verizon was a sponsor of the Joint

*erizon Answer at 9.
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Procedural Stipulation addressed in the Access Charge QOrder which specifically

recognized PaUSF funding to keep rates below the average $18.00 R-1 cap.

21.  Verizon also states that there is "no mechanism” to obtain additional
funds from contributing carriers. This is in sharp contrast to the Small Company
Universal Service Fund Settlement Plan that it sponsored in Global which
recognized the PaUSF could be expanded for "various reasons.” Further, it is in
sharp contrast to the Global Order which recognized additional universal service
funding when an ILEC's rates exceed universal service rate caps.

22. Verizon claims that D&E cannot engage in rightful recovery of
amounts over the set $18.00 cap without an examination in a separate proceeding
with "notice and an opportunity to be heard to all carrier contributors to the USF."?
Verizon's claim is without merit. No complex, independent examination is required.
D&E Telephone's Amended Chapter 30 Plan provides for USF funding when the
residential R-1 rate cap is exceeded. There is certainly no necessity for further
notice and hearings for the purpose of directing the fund administrator to expand the
PalSF consistent with the Global Order to permit D&E Telephone recovery of its
2006 Annual PSI/SPI revenue entitlerment under the provisions of its Amended
Chapter 30 Plan. Again, the Global Order citing the modifications to the universal
setvice plan sponsored by Nextlink, et al., specifically recognized that the
Commission "will require that the USF be increased to the required level” when the

R-1 rate cap is exceeded.

23. Moreover, the Commission recognized inits Access Reform QOrder that

due process had been afforded parties regarding the terms of the PaUSF:

ZVerizon Answer at 3.

13-



This is a unanimous Joint Proposal. Thus, even though no
evidentiary hearing has been held, we believe due process is being
afforded the parties in ruling to approve the Joint Proposal since the
Joint Proposal was published, and all parties that filed comments to
the Joint Proposal are in agreement with the Proposal. Accordingiy,
since we find the Joint Proposal to be in the public interest, we shall
order that the Joint Proposal, included as "Attachment A" to this Order
is granted. The PaUSF will continue beyond December 31, 2003,
until amended through a rulemaking proceeding which will commence
before December 31, 2004.

Access Reform Order at 11.

24.  Verizon further contends that the $18.00 R-1 "benchmark"” may not
survive today.® The $18.00 R-1 rate cap (not benchmark) was established in the

Access Charge Order. The cap has never been terminated by the Commission.

Moreover, the cap is set forth in D&E Telephone’s effective Amended Chapter 30

Plan. The July 11, 2007 Order has instructed D&E Telephone to adjust its rates

consistent with its Chapter 30 Plan.

25. Verizon also states "there is no basis in today's competitive
environment for D&E to claim that it is entitled to USF subsidies from other carriers
to cap its business rates."¥ Again, the PaUSF has been established by this
Commission providing for both residential and business rate credits and universal
service funding when the R-1 $18.00 rate cap and proportionate B-1 rate are ‘
exceeded. The D&E Telephone Amended Chapter 30 Plan is consistent therewith.

The July 11, 2007 Order has instructed D&E Telephone to adjust its rates

consistent with its Chapter 30 Plan.

214, at 9-10.
219, at 11.
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26. ltappears that Verizon, on page 11 of its Answer, where it states D&E
Telephone's existing B-1 rate already exceeds the applicable rate cap, does not
understand how the PaUSF process was established, works, and is administered.
D&E Telephone did not previously request universal service funding for business
rates because the initial criteria for receiving additional PaUSF support for B-1 rates
had not been triggered. Only when the average residential local service rate
exceeds the $18.00 rate cap does an ILEC calculate the proportionate business line
cap.

5. Other Erroneous Verizon Assertions

27.  Verizon, in its Answer, puts forth several other misleading assertions
which the D&E carriers are compelled to reply so that such misinformation may be
brought to the attention of the Commission:

Verizon Answer - Page 2: Verizon states that "D&E proposes to get through

the back door the same result that the Commission rejected in the Order." This is
not correct. In D&E Telephone's original 2006 Annual PSI/SPI Filing, it sought
recovery of its allowable revenue entitlement, in part, through increases in access
rates. The revised filing as set forth in Appendix A of its PFR increases local
service rates to offset reductions in access rates as directed by the July 11, 2007
Order. The rate design is directly consistent with the provisions of its Amended
Chapter 30 Filing. There is certainly nothing "back door" about the filing.

Verizon Answer - Page 3: Verizon states that "[tlhe Commission should not

allow the D&E companies to use the pendency of this PFR to delay their access

reductions.” Again, this is not the case. The D&E carriers filed on August 13, 2007,

-15-



tariff supplements decreasing their access rates consistent with the July 11, 2007

Order.

Verizon Answer - Page 6: Verizon alleges that the Commission by directing

refunds only back to November 15, 20086, is "allowing the D&E companies to keep
approximately $1 million in revenues obtained from carrier access customers
through these now invalidated rate increases." While the revenue opportunity from
the access rate increases was approximately $1 million, the D&E carriers only billed
and collected $552,135 from non-affiliated carriers for the period July 1, 2006 to
November 14, 2006. By comparison, the D&E carriers have spent over $30 million
in capital expenditures to improve their networks in order to become 98% universal
broadband compliant at this time. Obviously, the aforesaid additional revenue from
access customers pales in comparison to the ongoing capital carrying cost
associated with these additional capital expenditures.

Verizon Answer - Page 7: Verizon claims that D&E "does not actually

propose to recover any of the revenue ostensibly allocated to basic rates from its
end users, but rather intends to recover it from other carriers.” This is again
incorrect. D&E Telephone's revised 2006 Annual PSI/SPI Filing set forth in
Appendix A to the PFR increases local service rates. These increases now result
in 28% of the revenue opportunity originally assigned to access customers to be
recovered from end users via local rate increases and 72% recovered via the
PaUSF to conform with its Amended Chapter 30 Plan. As a result of exceeding the
rate cap in 2006, D&E Telephone's revised 2007 Annual PSI/SPI Filing does not

bank any revenue opportunities but instead increases local service rates. The 2007

-16-



revenue opportunity would now be 45% recovered from end users via local rate

increases and 55% recovered from the PaUSF.

Verizon Answer - Pages 7-8: Verizon claims that if the PFR is approved,

D&E Telephone will collect, on an annual basis going forward, an amount from the
PalSF which is "actually more" than the amount its increased access rates were
to produce. We respectfully submit that the Verizon numbers are based upon a
two-year period reflecting the impact of the revisions to the 2006 and 2007 Annual
PSI/SPI Filings. Verizon is comparing the two-year total from PaUSF to the one-
year filing originally in access. Thus, Verizon’s claim is nothing more than an apples
and oranges comparison and has no value whatsoever. The truth of the matter is
that D&E Tetephone in the PFR reduced access rates and increased local rates
consistent with the provisions of its Amended Chapter 30 Plan and pursuant to the

directions given by the Commission in its July 11, 2007 Order. This Chapter 30 rate

design produces no excess PaUSF recovery whatsoever. D&E Telephone simply
requests clarification that its PalUSF recovery rights in accordance with its Chapter

30 Plan are retroactive to November 15, 2006.

17-



lll. CONCLUSION
WHEREFORE, Buffalo Valley Telephone Company, Conestoga Telephone

and Telegraph Company, and Denver and Ephrata Telephone and Telegraph
Company respectfully request that the Verizon Answer seeking affirmative relief and
raising new matter be denied and the D&E carriers' Petition for Reconsideration in
this proceeding be granted in its entirety.

Respectfully submitted,

THOMAS, THOMAS, ARMSTRONG & NIESEN

By [ m I . i ‘ -

Michael L. Swindler

PA Attorney ID No. 43319

Jennifer M. Sultzaberger
PA Attorney ID No. 200993

Attorneys for Buffalo Valley Telephone
Company, Conestoga Telephone and Telegraph
Company, and Denver and Ephrata Telephone
and Telegraph Company

THOMAS, THOMAS, ARMSTRONG & NIESEN
212 Locust Street

P.0O. Box 9500

Harrisburg, PA 17108-9500

(717) 255-7600

Dated: August 17, 2007

-18-



Before the
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Investigation Regarding Intrastate Access : 1-00040105
Charges and IntraLATA ToH Rates of Rural

Carriers and the Pennsylvania Universal Service
Fund :
: P-00981428F1000
2006 Annual Price Stability Index/Service Price : R-00061375

Index filing of Buffalo Valley Telephone

Company . P-00981429F1000
. R-00061376
2006 Annual Price Stability Index/Service Price
Index filing of Conestoga Telephone and :

Telegraph Company . P-00981430F1000
. R-00061377
2006 Annual Price Stability Index/Service Price :
Index filing of Denver and Ephrata Telephone
and Telegraph Company

CERTIFICATE OF SERVICE

| hereby certify that | have this 17" day of August, 2007, served a true and
correct copy of the foregoing Reply to Verizon's Answer to Petition for

Reconsideration, upon the persons and in the manner listed below:

Via Email and First Class Mail

Robert V. Eckenrod, Esquire Joel H. Cheskis, Esquire
Office of Trial Staff Office of Consumer Advocate
2 West, Commonwealth Keystone Bldg. 555 Walnut Street

P.O. Box 3265 Forum Place, 5" Fioor
Harrisburg, PA 17105-3265 Harrisburg, PA 17101-1923
roeckenrod@state.pa.us jcheskis@paoca.org

Steven Gray, Esquire Robert C. Barber, Esquire
Office of Small Business Advocate AT&T Communications of PA, Inc.
Suite 1102, Commerce Building Room 3-D

300 North Second Street 3033 Chain Bridge Road
Harrisburg, PA 17101 Oakton, VA 22185

sqray@state.pa.us rcharber@att.com




Suzan D. Paiva

Assistant General Counsel
Verizon Pennsylvania Inc.
1717 Arch Street, 10W
Philadelphia, PA 19103
suzan.d.paiva@verizon.com

Uizils”

Michael L. Swindler



. COMMONWEALTH OF PENNSYLVANIA

TD

OFFICE OF CONSUMER ADVOCAT‘ (\L—"_]
%55 Walnut Sireet, 5th Floor, Forum Place ‘w"j
Harrisburg, Pennsylvania 17101-1923
IRWINA, POPOWSKY (717} 783-5048 FAX (T17) 783-7152
Censumer Advocate 800-684-6560 (in PA only) consumer@paoca.org
(%] | ]
i Pt
{_‘_ —
| p
z LR
August 23, 2007 : N
: o
oo
S
James J. McNulty, Secretary r ra@
<

Commonwealth Keystone Bldg.
400 North Street
Harrisburg, PA 17120

PA Public Utility Commission @@%@nﬁi% '

Inre: 2006 Annual Price Stability Index/Service Price Index Filing of Denver & Ephrata
Telephone and Telegraph Company

Docket No. P-00981430F1000; R-00061377

2006 Annual Price Stability Index/Service Price Index Filing of Buffalo Valley
Telephone Company

Docket No. P-00981428F1000; R-00061375

2006 Annual Price Stability Index/Service Price Index Filing of Conestoga Telephone
& Telegraph Company

Docket No. P-00981429F1000; R-00061376

Dear Secretary McNulty:

The Office of Consumer Advocate is in receipt of the August 8, 2007 Answer of Verizon
Communications, Inc. that was filed in response to the Petition for Reconsideration filed by the
D&E Companies on July 26, 2007 in the above-referenced proceeding. In light of the new matter
raised by Verizon in their Answer, the OCA hereby files this letter in reply to Verizon's Answer
pursuant to Section 5.63 of the Commission's regulations.

The OCA submits that the Commission should deny in its entirety Verizon's Answer
dated August 8, 2007. The OCA fully supports the Reply to Verizon's Answer submitted by the
D&E Companies dated August 17, 2007. Furthermore, the OCA continues to support its Answer
to the D&E Compantes' Petition for Reconsideration dated August 6, 2007.

DOCUMENT
FOLDER
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Thank you for your attention to this matter. Please contact me if you have any questions
Or cominents.

Sincerely,

Enclosures

cc: All parties of record
Honorable Susan D. Colwell
Cheryl Walker Davis/QSA

*05328
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Office of Trial Staff

Pa. Public Utility Commission
Commonweaith Keystone Bldg.
400 North Street, Rm. 2 West
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Robert C. Barber, Esq.
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Room 3-D
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Michael L. Swindler, Esq.
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Harrisburg, PA 17108-9500

Steven Gray, Esq.

Office of Small Business Advocate
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Assistant Consumer Advocate
PA Attamey LD.# 81617
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A pul . OFFICE OF SMALL BUSINESS ADVOCATE FO L D ER

SECRETARY'S BURE AU Suite 1102, Commerece Building
300 North Second Strect
Harrisburg, Pennsylvania 17101

William R. Lloyd, Jr. (717) 783-2525

Small Business Advocate December 27, 2007 ) (717) 783-2831 (1raX)

HAND DELIVERED

e ORtsipy,

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

Re: 2006 Annual Price Stability Index/Service Price Index Filing of

Buffalo Valley Telephone Company
Docket Nos. P-00981428F1000 and R-00061375

2006 Annual Price Stability Index/Service Price Index Filing of
Conestoga Telephone & Telegraph Company
Docket Nos. P-00981429F1000 and R-00061376

2006 Annual Price Stability Index/Service Price Index Filing of
Denver & Ephrata Telephone & Telegraph Company
Docket Nos. P-00981430F1000 and R-00061377

Dear Secretary McNulty:

Enclosed for filing are the original and three copies of the Answer of the Office
of Small Business Advocate to the Office of Consumer Advocate’s Petition for Reconsideration
in the above-docketed proceeding. As evidenced by the enclosed certificate of service, two
copies have been served on all active parties in this case.

If you have any questions, please do not hesitate to contact me.

Sificerely,

s (. M

teven C. Gray
Assistant Small Business Advodate
Attomey ID No. 77538

Enclosures

cc: Cheryl Walker Davis
Office of Special Assistanis
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2006 Annual Price $Stability Index/Service Price :
Index Filing of Denver & Ephrata Telephone and : Docket Nos. P-00981430F1000,
Telegraph Company : R-00061377
OFFICE OF SMALL BUSINESS ADVOCATE’S 0
ANSWER TO THE PETITION FOR RECONSIDERATION 0

OF THE OFFICE OF CONSUMER ADVOCATE A

(“OSBA™) submits this Answer to the Petition for Reconsideration of the Office of C’;ﬁ

Pursuant to 52 Pa. Code § 5.572(¢), the Office of Smail Business Advocate

Z
<
2
Consumer Advocate (“‘Petition™) that was filed by the Office of Consumer Advocate
(“OCA”)} with the Pennsylvania Public Utility Commission (“Commission’) on
December 17, 2007,
The OCA did not follow the requirements of 52 Pa. Code § 5.572(a), whereby
petitions for reconsideration are to be pleaded in numbered paragraphs. Instead, the OCA
essentially submitted its Petition in the form of a brief. Therefore, the OSBA’s Answer is

in a format comparable to the OCA’s Petition.

I. Statement of the Case

In its December 7, 2007, Order in this proceeding (“December Order’’), the
Commission essentially decided that for rural incumbent local exchange carriers

(“ILECs™), the residential local exchange service rate cap of $18 applies only in the



context of rate rebalancing following a change in access charges. See December Order,
at 30-32. Therefore, once the Commission determined that the rural ILEC had performed
its annual price stability mechanism (“PSM™) calculations correctly, the Commission
permitted the rural ILEC to allocate its increase in noncompetitive service revenue to the
residential local exchange service, thereby taking the new rate above $18. December
Order, at 41-42, Ordering Paragraph 4. The Commission did hedge its determination by
stating that “we hereby, to the extent necessary, grant such a waiver and permit [the rural
ILEC] to increase its local rates beyond the current benchmark/rate caps.” /d.

The OCA Perition argued that the $18 residential local exchange rate cap applies
both when rates are being raised because of an access charge reduction and when rates
are being raised because of an annual PSM filing. Furthermore, the OCA argued that the
$18 cap has been codified by the new Chapter 30 law, Act 183 of 2004 (66 Pa. C.S. §§
3011-3019). Therefore, according to the OCA, the Commission can not pierce that rate
cap without notice and a hearing. Perition, at 1-2.

I1. Responses to the Petition’s Unnumbered Paragraphs

A. The Rural Settlement
[n its Petition, the OCA argued that the basis for the $18 cap on residential local
exchange rates “was established by the Commission when approving the Rural Access
Settlement.” Petition, at 4. In its December Order, the Commission summarized its view
of the history of the $18 cap as follows:
In January 2002, this Commission opened a proceeding to
accommodate the access charge investigation required by
the Global Order. See Docket No. M-00021596. This
proceeding was conducted in the form of a collaborative

proceeding. As noted in our July 11, 2007 Order, the
proceeding required by the Global Order resulted in a



Commission-accepted stipulation/settlement, of rural
carriers that, inter alia, increased the weighted average cap
of those ILECs with a §16.00 per month rate as of
December 31, 2003, to $18.00 per month for a minimum
three year period, from January 1, 2004 through December
31, 2006. See Order entered July 15, 2003, at Docket No.
M-00021596.

December Order, at 5.
In the stipulation/settlement to which the December Order referred, paragraph 5
under the section labeled “Conditions of Proposal” stated:
Increases to weighted average business rates on a dollar
basis will be less than or equal to the increases to weighted
average residential rates on a dollar basis.
Access Charge Investigation per Global Order of September 30, 1999, Docket No. M-
00021596 (Order entered July 15, 2003), at 20.
Therefore, as long as the residential local exchange rate cap set forth in the Rural
Access Settlement exists, so too does the business local exchange rate cap.
B. The Nonrural Residential Rate Cap
The new Chapter 30 law added a new protection for the residential customers of
nonrural [LECs when rates are increased because of an annual PSM filing. Specifically,
new Chapter 30 states:
Where annual rate adjustments made under a nonrural
telecommunications carrier’s price stability mechanism are
calculated using revenues from protected services, an
average rate adjustment for protected residential customer
local exchange telecommunications service lines shall be
determined by dividing the total protected service revenues
associated with such lines, as adjusted by the price stability
formula, by the number of such lines, and the rate
adjustment for any individual line shall not vary from this

average rate adjustment by more than 20%.

66 Pa. C.S. § 3015(a)(3).



The statutory language of Section 3015(2)(3) is new; there was no comparable
language in the old Chapter 30 imposing a cap on increases to residential local exchange
rates when rates are being raised due to an annual PSM noncompetitive service revenue
increase for a nonrural ILEC. Furthermore, new Chapter 30 does not include any
comparable language imposing a cap on increases to residential local exchange rates due
to an annual PSM increase for a rural ILEC.
Sections 3015(g) and 3019(h) of the Public Utility Code, 66 Pa. C.S. §§ 3015(g)
and 3019(h), prohibit unjust, unreasonable, or discriminatory rates. Those protections are
discussed in Commonwealth Telephone Company PSI/SFI Filing for Year 20035, Docket
No. R-00050551 (Order entered August 31, 2005), wherein the Commission stated:
CTCo possesses the statutory right under 66 Pa. C.S.
§3105(a)(1)(1i1) and its approved Chapter 30 Plan to seek
and obtain an automatic revenue and rate increase as
contemplated by the new Chapter 30 law.

Commonwealth Telephone, at 2. The Commission concluded:
Furthermore, the Commission still has the statutory
mandate, authority, and responsibility under 66 Pa. C.S.
§3019(h) to adjudicate whether the proposed rate changes
are just and reasonable and non-discriminatory respectively
under sections 1301 and 1304 of the Public Utility Code,
66 Pa. C.S. §§1301 and 1304.

Commonwealth Telephone, at 7.

As set forth above, the legislature has chosen to place a cap on increases to
residential local exchange rates due to an annual PSM increase for nonrural ILECs. If,
however, the Commission were to rule that an $18 cap does exist for increases to

residential local exchange rates due to an annual PSM increase for rural [LECs, the

Commission would be writing into new Chapter 30 a protection for rural residential rates



that the legislature explicitly provided for only nonrural residential rates.

Furthermore, if the Commission were to rule that there is a cap on increases to
rural residential local exchange rates due to PSM increases, but that there is no similar
cap on increases to rural business local exchange rates, the net effect would be to make
rural business customers the “payor of last resort” for all annual PSM increases.

For example, consider a hypothetical rural ILEC, Acme Telephone. Acme
submits its annual 2008 PSM Filing to the Commission, and demonstrates that it should
be allowed to recover additional noncompetitive service revenue. From the December
Order, Acme knows two things: it can not raise access charges to recover any of its
noncompetitive service revenue increase; and it can not recover any increases to the
residential local exchange rates above $18 from the Universal Service Fund (“USF”).! If
there is no rural residential rate cap of $18.00, Acme may move its residential rates above
$18.00 to recover part of its overall noncompetitive service revenue increase. For
purposes of this hypothetical, assume that Acme would have raised its residential local
exchange rates to $21.00. However, if the Commission rules that there is a rural
residential rate cap of $18.00, Acme can only increase the residential local exchange rates
up to $18.00. Acme will now have to find a way of recovering the remaining $3.00 (i e.,
$21.00 - $18.00) of noncompetitive service revenue from a protected service other than
residential rates — and Acme’s choices are limited. Essentially, Acme will be able to:
bank the noncompetitive service increase; place the increase on other “boutique”
noncompetitive services; or, the most likely scenario, further increase the business local

exchange rates. For any rural ILEC facing this choice, the resulting steep annual local

' See December Order, a1 35. In its Petition, the OCA argued that the USF should be used *“to support the
goal of maintaining reasonable and affordable basic service rates for rural telephene customers.” Perition,
at 2.



exchange rate increases for rural businesses would run afoul of the Chapter 30 policy
declaration that customers should “pay only reasonable charges for protected services.”
66 Pa. C.S. § 3011(3). Furthermore, such discriminatory treatment of business customers
would not result in just and reasonable rates.

C. Access Charges

In this proceeding, the Commission previously ruled that no part of the annual
noncompetitive service revenue increases permitted under an ILEC’s Chapter 30 plan
may be placed upon access charges. See December Order, at 7-8. However, in its
Petition, the OCA correctly observed that “there is nothing in Act 183 that prohibits
reasonable increases in access ;'ates.” Petition, at 2.

Allowing the allocation of a part of the annual PSM increase to access charges is
particularly important to the business customners of nonrural ILECs because of the
residential rate cap imposed by Section 3015(2)(3). Specifically, Section 3015(a)(3) will
limit the increases to residential local exchange rates when rates are being raised due to
an annual PSM noncompetitive service revenue increase for a nonrural ILEC. If no part
of the PSM revenue increase is allocated to access charges, the Section 3015(a)(3) rate
cap will then operate to limit the amount of the annual PSM increase imposed on
residential customers to less than the actual residential share of the PSM increase. In
other words, the residential share of the PSM increase 1s calculated by applying the PSM
inflation rate to the sum of the total residential local exchange revenue and the total
residential access revenue. Section 3015(a)(3), however, operates to prevent restdential
local exchange rates from absorbing any increases due to the access charge portion of the

base calculation. Because the nonrural ILECs are allowed to recover the revenue



increase caused by including access charge revenue in the base, they will have to recover
this shortfall by assigning rate increases to other noncompetitive services, including
business local exchange rates. As a result, nonrural ILEC business customers will
become the “the payors of last resort” for all noncompetitive service rate increases,
including those increases associated with access charges. That is not a fair, just, or
rcasonable result.

Business customers of rural ILECs will face the same unjust and discriminatory
result (i.e., becoming “the payors of last resort”) if the Commission finds: 1) that the $18
cap on rural residential local exchange rates exists while the cap on rural business rates
has expired; or 2) that the $18 cap applies to PSM increases on residential customers but
that no cap applies to PSM increases on business customers. Therefore, the Commission
should order that the residential and business local exchange rate caps be treated in the
same manner: either both apply to annual PSM increases, both are inapplicable to annual
PSM increases, or both have expired. In addition, the Commission could diffuse the
annual rate shock from the rural ILECs’ PSM increases by accepting the OCA’s

argument that a portion of those increases may be placed upon access charges.



I11. Conclusion

Therefore, the Office of Small Business Advocate respectfully requests that:

1) If the Commission finds that the residential local exchange rate cap remains in

effect, the Commission affirm that the business local exchange rate cap also remains in

effect for the same period of time; or

2) If the Comimnission finds that the record before it is insufficiently developed,

the Commission remand the issue of the residential and business local exchange rate caps

to the Office of Administrative Law Judge for further proceedings.

Office of Small Business Advocate
Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17101

(717) 783-2525

(717) 783-2831

Dated: December 27, 2007

Respectfully submitted,

S

Attomey 1.D. No. 77538
Assistant Small Business Advocate

For:

\

C.

. Gray

William R. Lloyd, Jr.
Attorney [.D. No. 16452
Small Business Advocate
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2006 Annual Price Stability Index/Service Price
Index Filing of Conestoga Telephone and
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2006 Annual Price Stability Index/Service Price
Index Filing of Denver & Ephrata Telephone and
Telegraph Company

Docket Nos. P-00981429F 1000,
R-00061376

Docket Nos. P-00981430F 1000,
‘R-00061377

CERTIFICATE OF SERVICE

, [ certify that I am serving two copies each of the Answer of the Office of Small Business
Advocate to the Office of Consumer Advocate’s Petition for Reconsideration, by e-mail and first
class mail (unless otherwise noted} upon the persons addressed below:

Hon. Susan D. Colwell
Administrative Law Judge

Pa. Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265
(717) 787-1191

{717) 787-0481 (fax)
scolwell(@state.pa.us

(E-mail and Hand Delivery)

Joel H. Cheskis, Esquire
Office of Consumer Advocate
555 Walnut Street - Fifth Floor
Harrisburg, PA 17101-1921
(717) 783-5048

(717) 783-7152 (fax)
jcheskis@paoca.org

(E-mail and Hand Delivery)

Michael L. Swindler, Esquire
Thomas Thomas Armstrong & Niesen
212 Locust Street - #500

P. O. Box 9500

Harrisburg, PA 171018-9500

(717) 255-7600

(717) 236-8278 (fax)
mswindler(@ttanlaw.com

Robert V. Eckenrod, Esquire
Office of Trial Staff

Pa. Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265
(717) 787-1976

(717) 772-2677 (fax)
roeckenrod@state.pa.us
(E-mail and Hand Delivery)

Suzan DeBusk Paiva, Esquire
Venzon Communications Inc.
1717 Arch Street - 32™ Floor
Philadelphia, PA 19103
(215) 963-6506

(215) 563-2658 (fax)
suzan.d.paiva@verizon.com

Mark Keffer, Esquire

AT&T Communications of PA
Suite 1000

1120 20" Street, N.W.
Washington, DC 20036

(First class mail only)



Dr. Robert Loube
Rhoads and Sinon, LLC
10601 Cavalier Drive
Silver Spring, MD 20901}
(301) 681-0338
bobloube(@earthlink.net

Leigh A. Hyer, Esquire

| East Pratt Street - 8" Floor
Baltimore, MD 21202
(First class mail only)

Jeffrey A. Rackow, Esquire
Verizon Communications, Inc.
1515 N. Courthouse Road - #500
Arlington, VA 22201

(First class mail only)

Date: December 27, 2007

Robert C. Barber, Esquire

AT&T Communications of PA, Inc.
Room 3-D

3033 Chain Bridge Road

Qakton, VA 22185

(First class mail only)

Stéven C. Gray
Assistant Small Business Advocate
Attorney ID No, 77538
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Suzan DeBusk Paiva ver'.z on

Assistant General Counsgel DO C U M E NT
FOL D E R Verizon Pennsyivania Inc.

1717 Arch Strect, Floor 10
Philadelphia, PA 19103

Tek: (215) 4664755
Fax: (215) 563-2658
Suzan.D.Paiva@Verizon.com

December 31, 2007

VIA UPS OVERNIGHT DELIVERY R E CE IVE D

James J. McNulty, Secretary
Pennsylvania Public Utility Commission DEC
Commonwealth Ken%stone Building ) EC 31 2007
400 North Strest, 2™ Floor
Harrisburg, PA 17120 m nggﬁeg%% gngss;ow
REAY
RE: 2006 Annual Price Stability Index/ Service Price Index filing
of Buffalo Valley Telephone Company
P-00981428F1000 and R-00061375

2006 Annual Price Stability Index/Service Price Index filing
of Conestoga Telephone & Telegraph Company
P-00981429F1000 and R-00061376

2006 Annual Price Stability Index/Service Price Index filing
of Denver & Ephrata Telephone & Telegraph Company
P-00981430F 1000 and R-00061377

Dear Mr. McNulty:

Enclosed please find the original and three copies of the Answer of the Verizon
Companies to the Office of Consumer Advocate’s Petition for Reconsideration, being filed in the
above-referenced matter.

Do not hesitate to contact me if you have any questions.
Very truly yours,

Drfol

- Suzan D. Paiva

Via E-Mail and UPS Delivery
ce: The Honorable Susan Colwell

Robert Marinko

Cheryl Walker Davis

Certificate of Service

L1649
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

PENNSYLVYANIA PUBLIC UTILITY COMMIESSION

2006 Annual Price Stability Index/ :
Service Price Index filing of Buffalo : P-00981428F1000

Valley Telephone Company : R-00061375

2006 Annual Price Stability Index/ :

Service Price Index filing of Conestoga : P-00981429F1000
Telephone & Telegraph Company : R-00061376

2006 Annual Price Stability Index/ :

Service Price Index filing of Denver & : P-00981430F1000
Ephrata Telephone & Telegraph Company : R-00061377

THE VERIZON COMPANIES’ ANSWER TO
-QCA’s PETITION FOR RECONSIDERATION

Pursuant to 52 Pa. Code § 5.572(e), the Verizon companies' hereby answer the
Petition for Reconsideration (“PFR”) filed by the Office of Consumer Advocate (“OCA”}) of
this Commission’s December 7, 2007 Order on Reconsideration.

INTRODUCTION

On December 7, 2007 the Commission resolved the limited issues raised by D&E’s®
PFR of the Commission’s July 11, 2007 Order — in which, following an evidentiary
proceeding, the Commission rescinded D&E’s attempt to implernent 2006 PSI/SPI filings by

raising switched access rates and directed D&E to provide refunds and rate reductions, but

RECEIVED

DEC §1 2007

PAPYBLIC UTILITY COMMI
gEEﬁE'T’AﬁY"é EHHERSSION

! The “Verizon companies” include Verizon Pennsylvania Inc., Verizon North Inc., Verizon Select Services
Inc., Bell Atlantic Communications, Inc. d/b/a Verizon Long Distance, Verizon Global Networks, Inc.,
MClImetro Access Transmission Services LLC d/b/a Verizon Access Transmission Services, and MCI
Communications Services, Inc. d/b/a Verizon Business Services.

?  The “D&E companies” (also referred to herein collectively as “D&E”) include Denver & Ephrata Telephone
& Telegraph Company (“Denver & Ephrata™), Buffalo Valley Telephone Company (“Buffalo Valley”) and
Conestoga Tetephone & Telegraph Company (“Conestoga”).
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allowed it to Tecover this revenue instead in any other “manner consistent with” the
Yy
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companies’ “Chapter 30 plans.” (7/11/07 Order, Ordering ] 4).?

D&E’s PFR did not seek to reinstate the disallowed access rate increases or to
overturn the required refunds to access customers — and no other party timely challenged the
decision to disallow access increases. Instead, D&E informed the Commission through its
PFR that Conestoga and Buffalo Valley would bank the portion of the increase that they had
originally allocated to access rates rather than reallocate the revenue to other rates, but that
Denver & Ephrata intended to raise rates and wished to do so retroactively to recover the
amount required to be refunded to its access customers from November 15, 2006. The
primary issue raised in the PFR was D&E’s request to be “reimbursed” by other carriers
through an expansion of the carrier-funded state universal service fund (“USF”) to cover
Denver & Ephrata for both the refund and the forward-looking rate increases.

After many months of consideration, the Commission’s December 7, 2007 Order
denied D&E’s PFR in a thorough and well-reasoned decision that balanced the important
interests at issue in this specific case, but rightly left the more comprehensive decisions to be
made in the rural carriers’ access investigation at docket 1-00040105.

OCA has now filed a second PFR, but it raises no “new” or “novel” arguments or
1ssues that the Commussion “overlooked” or failed to consider in its previous orders in this
proceeding.® Rather, OCA reargues the same issues it had the opportunity 10 address on the

record and raises the exact same arguments it already made in response to D&E’s PFR.

*  The D&E companies were permitted to keep the additional revenue they collected from carrier access
customers from the July 1, 2006 effective date of the access increases through November 15, 2006 — which
the record projected would be approximately $1 million, Bur see 12/7/07 Order at 17, n. 13 (D&E claims to
have “billed and collected” $352,135 for this time period).

*  Duickv. Philadelphia Gas and Water Co., 56 Pa. PUC 553 (1982).
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Specifically, OCA contends that under no circumstances should D&E or any other carrier be
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permitted to raise its average basic residential rate above $18, which OCA contends is a “cap”
on rural carriers’ residential rates that cannot be altered “without considering the impact on
the affordability of rural telephone service.” (OCA PFR at 6). But this Commission already
correctly rejected OCA’s arguments about the $18 rate cap under the facts of this case.
Moreover, OCA had ample opportunity to present any evidence it desired regarding the
“affordability of rural telephone service” and failed to do so.

In its December 7, 2007 Order on reconsideration the Commission rejected D&E’s
claim for reimbursement from other carriers through an expanded USF, but based on D&E’s
argument that it would have to raise Denver & Ephrata’s residential rates above the $18
benchmark to recover the revenue through end-user rate increases, the Commission
determined that it would be just and reasonable under these facts to provide Denver & Ephrata
a realistic option other than banking to comply with the Commission’s July 11, 2007 Order
and specifically authorized it to exceed $18 for purposes of recovering the 2006 PSI/SPI
revenue originally allocated to access rates. The Commission thoroughly considered the
history of the $18 benchmark and recognized that there are serious issues about its continued
validity and effectiveness — issues the Commission intends to address in the generic rural
carriers’ acecess investigation. In light of the fact that the residential $18 benchmark *was set
several years ago by agreement without a comprehensive study of affordability,” that it is “not
included in our PAUSF regulations™ and that it is now almost four years old; the Commission
determined that it would be just and reasonable under the facts of this case to provide a
limited waiver of the benchmark, to the extent the benchmark even survives. (12/7/07 Order

at 35). The Commission went on to note that it specifically intended to address “whether the
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maximum weighted average R-1 rate of $18 . . . remain[s] in effect” in the context of its
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broader investigation of rural carrier access rates at docket 1-0060401035. (/d. at 36).

OCA now seeks reconsideration, asking this Commission to do precisely what it
refused to do in its December 7 Order — to make a sweeping declaration, without any evidence
of “affordability” or any participation in this litigation by the affected members of the
industry or the public, that the $18 benchmark is sacrosanct and cannot be waived even under
the compelling circumstances presented here. While OCA’s PFR should be “Exhibit A” in
favor of immediately reopening the rural carriers’ access investigation at docket [-00040105
10 address these broader issues, it should not be allowed to delay closure of this limited
proceeding regarding the 2006 PSYI/SPI filings of the D&E companies, nor shouid it be
permitted to serve as a further excuse for D&E to withhold the refunds the Commission has
directed it to pay to its access customers. .

ARGUMENT

A, QCA’s Petition Is Untimely Under 52 Pa. Code § 5.572(c) and 66 Pa. C.S. §
703(fH)

While styled as a PFR of the Commission’s December 7, 2007 Order, OCA’s petition
contains arguments that could have and should have been raised in a PFR of the
Commission’s original July 11, 2007 Order, in which the Commission rescinded D&E’s
access rate increases. Accordingly, OCA’s PFR is untimely because it could have and should
have been filed within 15 days of the entry of the Commission’s July 11, 2007 Order. See 52
Pa. Code § 5.572(c); see also 66 Pa. C.S. § 703(f).

The essence of OCA’s argument is that “t]here is nothing in Act 183 . ... that suggests
that no part of these inflation-based rate increases can be imposed on access charges and that

the entire brunt of these increases must be borne by basic service customers.” (OCA PFR at
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4). This contention is nothing more than a challenge to the Commission’s July 11 decision to
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disallow D&E’s access rate increases and to allow D&E to recover this revenue instead in any
other “manner consistent with” the companies” “Chapter 30 plans.” (7/11/07 Order, Grdering
14).

Any arguments OCA wished to make in favor of assigning this revenue to access rates
or against raising Denver & Ephrata’s residential rates over $18 could have and should have
been raised in the record of this case, or at the very latest in a PFR of the July 11, 2007 Order.
OCA did not learn for the first time with the December 7, 2007 Otder that Denver & Ephirata
might raise its residential rates over $18 if its access increases were rejected. To the confrary,
it has been clear from the outset of this case that there were only four possible options for the
D&E companies’ implementation of their 2006 PSI/SPI filings: (1) increases to the D&E
companies’ access rates {(which the Commission disallowed following a detailed hearing on
the issues, through its July 11, 2007 Order); (2) banking of alt or part of the revenue
opportunity (the option ultimately chosen by Buffalo Valley and Conestoga, but not by
Denver & Ephrata); (3) increases to nonresidential noncompetitive rates, such as basic
business service or others; or (4) increases to basic residential rates. It also has been no
secret that, at least for the ILEC Denver & Ephrata, the fourth option would likely require it to
raise its average basic residential rates over $18. Verizon pointed out in its Main Brief in
January of 2007 that Denver & Ephrata “would raise its residential rates by $0.86 more than
the $18 affordability benchmark if it allocated the increases evenly among all basic service
rates.” (Verizon Main Brief at 35). OCA was a full participant in this case,

The Commission’s denial of D&E’s PFR does not provide a second opportunity for

OCA to initiate a new round of PFR briefing to raise issues that it should have raised in the
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record or, at the latest, in a PFR of the July 11, 2007 Order. OCA’s PFR should be dismissed

a0 nntimaly

as untimely.

B. OCA’s Petition Raises No New Arguments And Does Not Satisfy The Duick
Standard For Petitions For Reconsideration

Under this Commission’s holding in Duick v. Philadelphia Gas and Water Co., 56 Pa.
PUC 553 (1982), “what we expect to see raised in . . . petitions [for reconsid_eration] are new
and novel arguments, not previously heard, or considerations which appear 1o have been
overlooked or not addressed by the Commission.” ld. OCA raises no such new or novel
issues,

As discussed above, it has been clear from the outset to all parties involved that
Denver & Ephrata would have to raise its residential rates over $18 if it reallocated this
revenue evenly to basic service rates. Verizon pointed this fact out in its main brief filed in
January of 2007. OCA was a full participant in this case, filed briefs and reply exceptions,
and had the opportunity to present any arguments it wished against raising Denver &
Ephrata’s residential rates above $18, including any arguments regarding the “affordability”
of local service following any such increase. OCA’s apparent dissatisfaction over its own
failure to present any such evidence of “affordability” in the underlying record should not and
cannot be a reason, at the eleventh hour, to try to halt this proceeding by claiming the
Commission failed to consider issues of affordability.

If OCA had any doubt that Denver & Ephrata was considering increasing its
residential rates above $18 if its access increases were disallowed, the matter was certainly
clear following D&E’s July 26, 2007 PFR, in which the company explicitly stated that it
would raise its rates over $18 and requested reimbursement from the state USF. (D&E PFR at

10). OCA answered D&E’s PFR on August 6, 2007 for the primary purpose of arguing that
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“the average residential local telephone bill is capped at $18 per month,” as a result of the
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Global Order and the July 15, 2003 Order adopting the rural ILECs’ rate rebalancing proposal
— the precise same argument it makes again here. (OCA Response to D&E PFR at 4).
According to OCA’s answer to D&E’s PFR, Denver & Ephrata could not increase its
residential rates over $18 unless it obtained recovery from the USF to prevent charging
_residential end users more than $18. These are exactly the same argument that OCA raises
now, in this second PFR.

The Commission clearly has “previously heard” and “considered” the OCA’s
arguments regarding the $18 rate level, both in the record prior to the July 11 Order and in the
pleadings on D&E’s PFR. OCA should not be permitted to come in again, almost 6 months
after this Commission’s July 11, 2007 final order and following the Commission’s considered
resolution of these complex issués, including ane previous round of briefing on
reconsideration, with a second PFR purporting to raise purportedly “new” arguments against
allowing Denver & Ephrata’s basic residential local rates to exceed $18. It would violate both
the letter and the spirit of the Duick standard to allow OCA a third bite at the apple by
considering its PFR on the merits. Instead, OCA’s PFR should be denied for failure to satisfy
the Duick standards for reconsideration.

In this instance, denial of OCA’s PFR will not foreclose it from making these
arguments to the Commission in another proceeding. OCA will have the opportunity to raise
its arguments again in the rural carriers’ access investigation, with full participation of all
affected parties and in a forum that will allow this Commission to consider QCA’s arguments
in the context of all of these complex, interrelated issues as they pertain to all of the rural

ILECs. The consequence of denying OCA’s PFR and finally closing these proceedings over
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the D&E companies’ 2006 PSI/SPI filings are limited and have already been fully litigated.
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Closing the case will simply allow one carrier — Denver & Ephrata — the option of either
banking its additional revenue opportunity or implementing a limited residential rate increase
that would exceed the $18 rate benchmark for its 2006 SPI/PSI filing. The larger policy
issues implicated by OCA’s arguments will remain to be addressed in the rural carrier access

investigation.

C. The Commission Should Not Make Sweeping Decisions Regarding The $18
Rate Level In This Limited Case.

In its December 7, 2007 Order this Commission was careful neof to decide more than
what was absolutely necessary to resolve the immediate issue before it. D&E’s PFR did not
challenge the Commission’s disallowance of its access rate increases, but rather presented a
limited question relating to Denver & Ephrata’s reallocation of its 2006 PSI/SP] revenue
increase to other noncompetitive rates. Based on D&E’s representation that this reallocation
would require Denver & Ephrata’s basic residential rates to exceed $18, and after making a
well-reasoned and thoroughly explained decision to deny D&E’s request to be reimbursed by
the USF, the Commission held as follows:

In order to ensure that D&E Telephone would be permitted to recovér its

allowable PSI/SPI revenue increase, we shall, to the extent a waiver to charge

beyond the current $18.00 rate cap is necessary, grant D&E Telephone such a

waiver and permit it to increase its local R-1 rates beyond the $18.00 cap on

the condition that the difference between the benchmark/rate cap and the new

R-1 rates are to be recovered from D&E Telephone’s customers and not from

the PaUSF.

(12/7/07 Order at 36). Although the Commission recognized that serious questions exist
regarding its continued viability, the Commission did not finally decide whether the $18

benchmark continues to be effective in this Order. It did not “increase™ or otherwise

“modify” the $18 benchmark as a matter of general applicability, as OCA asserts. (OCA PFR
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at 6). Presuming the benchmark is effective, the Commission did not waive it for any other
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company or for all rural ILECs generally, nor did it waive it for D&E for any other PSI/SPI
filing beyond the 2006 filing that is the subject of this proceeding. The Commission’s
decision was deliberately limited and targeted to the facts of this case, to allow Denver &
Ephrata an option to recover the revenue from its 2006 PSI/SPI through some method other
than raising access rates.

The Commission made clear that any more sweeping decisions about the $18.00
benchmark, and all of the other interrelated issues regarding rural carrier ratemaking and
universal service, would be addressed in the rural carriers’ access investigation. The
Commission stated:

We will address this matter [as to whether any limitations on residential or

business rates continue in effect], as well as whether the $18.00

benchmark/rate cap and its application to recover rate increases resulting from

PSI/SPI filings under the new Chapter 30 rules shouid be modified when we

consider the pending motions for further stay of our generic access charge

investigation in our Order at Docket No. [-00040103.
(12/7/07 Order at 37).

The Commission’s decision to defer these larger issues to the generic
investigation, where all affected parties would have the opportunity to participate and
where a thorough record on these larger policy issues can be assembled, is consistent
with Verizon’s position in response to D&E’s PFR. There is simply no good reason
why the Commission should reconsider this decision and take on the sweeping and

comprehensive issues raised in the OCA’s PFR and the other issues that would

necessarily have to be decided with them in this limited case. OCA will have its
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opportunity to make those arguments in the rural carriers’ access investigation.’
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Attempting to sweep them in here will do nothing but delay and complicate this case --

a case that the Commission rightly determined should be promptly closed.

D. If The Commission Does Consider OCA’s Arguments, Then It Should Reject
Them

Most of OCA’s arguments regarding the history of the $18 rate cap simply repeat the

arguments made and considered in connection with D&E’s PFR. The only new claim OCA
makes in support of its overall contention that the Commission cannot exceed the $18
benchmark — a general argument that it already made in response to D&E’s PFR -- is that Act
183 purportedly “codified” the $18 “rate cap” and deprived this Commission of any discretion
to waive it for Denver & Ephrata because it can “only be changed based on record evidence ~
i.e., what is an affordable rate.” (OCA PFR at 14). But OCA could have and should have
raised this claim together with its other arguments in response to D&E’s PFR, and should not
be permitted another round of briefing tc make an argument in favor of the $18 benchmark
that it failed to make when it had the opportunity to do so.

For this proposition that Act 183 codified the benchmark OCA relies upon 66 Pa. C.S.
§ 3015(g), which provides in pertinent part that “any other commission-approved annual rate
change limitation shall remain applicable and shall be deemed just and reasénable under
section 1301.” But OCA reads much more into this statutory language than the statute

actually says. The statute does not “codify” an $18 rate cap, and indeed does not mention $18

% Verizon and other carriers have advocated for an immediate reopening of that investigation. OCA supports
the rural ILECs’ request (0 stay this case for another twelve months. If the Commission agrees with OCA’s
position, then it may well be faced with waiving the §18 benchmark on an ad hoc basis for other carriers for

. other PSI/SPI filings during the time that the comprehensive investigation continues to be stayed. (See
12/7/07 Order at 33) (recognizing that other rural carriers may be near the $18 level). But OCA should not
be heard to insist on strict enforcement of an $18 benchmark while insulating the substance of that
benchmark from substantive review by seeking a further stay of the investigation of comprehensive issues
refating to rural carrier ratemaking and universal service.

10
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or any other monetary limit. At most, this provision codifies this Commission’s authority to
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establish and maintain an “annual rate change limitation.” OCA, attempts to convert a
provision that confirms the Commission’s discretion over noncompetitive service rate
increases into a provision that limits and constrains this Commission’s discretion. Clearly the
General Assembly intended to leave these matters to the Commission’s sound and expert
discretion, which is likely why there is nothing in the statute that codifies $18 as an absolute
cap on rural residential basic local rates.

OCA’s reading that Section 3015(g) would preclude the Commission from waiving
the $18 benchmark for Denver & Ephrata — presuming it even continues in effect -- is not
supported by the plain language of Section 3015(g). First, it is not clear that the $18
benchmark is an “annual rate change limitation?” a term that is not defined. But even ifitis, .
the preservation of authority to enforce “(.:onunissiOn-approved” annual rate change
limitations necessarily also preserves the Commission’s discretion and auth(;rity to determine
that such a limitation has expired by its own terr-ns or to issue a discrete and limited waiver of
such limitation as just and reasonable under the circumstances. As discussed above, the
waiver granted was limited only to this company and this particular PSY/SPI filing, and more
comprehensive consideration of the $18 benchmark is left to the generic access investigation.
OCA’s interpretation that Section 3015(g) strips the Commission of even the discretion to
issue such a limited walver is contrary to the plain language of the statute. “When the words
of a statute are clear and free from all ambiguity, the letter of it is not to be disregarded under
the pretext of pursuing its spirit.” 1 Pa. C.S. § 1921(b).

Moreover, OCA is not contending that this statutory language abso[gtely prohibits the

Commission from altering or eliminating the $18 benchmark; it only contends that the

11
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benchmark can “only be changed based on record evidence - i.e., what 1s an affordable rate.”

M A DETD ~é 14D Arn Aimrrenad nhatra it lhan lanne Alane fanmn tlan Actnnt thons Thnnrnn B

(OCA PFR at 14). As discussed above, it has been clear from the outset that Denver &
Ephrata’s residential rates might exceed the $18 benchmark if the access increases were
disallowed. The Commission specificaily remanded the issue of reformulating D&E’s 2006
PSI/SPI filing to an ALJ for the development of a record and the parties took advantage of
that opportunity to submit evidence, which the Commission relied vpon in making its final
decision. OCA had ample opportunity to present “record evidence” of what is an “affordable
rate” in Denver & Ephrata’s territory. If OCA now believes the evidence isnot sufficient, it
has no one to blame but itself. Having failed to present such evidence, OCA should not be
heard to come in at the eleventh hour and-argue that the Commission cannot waive the
benchmark for Denver & Ephrata because it does not have sufficient record evidence.
Moreover, QCA’s contention that D&E did not request the waiver is irrelevant. The
Commission i not directing Denver & Ephrata to exceed the benchmark, but only allowing it
the choice of that option. The company remains free to choose to bank the revenue
opportunity instead, If it did not want the waiver, as OCA. suggests, then it will choose
banking and OCA’s concerns will be only theoretical.
E. If D&E Continues To Withhold The Required Refunds In Reliance On The
Pendency Of OCA’s PFR, Then The Commission Should Require The
Payment Of Interest From The December 7, 2007 Date Of The Commission’s
"Order Disposing Of D&E’s PFR
Although it has been nearly six months since the Commission ordered D&E to provide
a refund to Verizon and its other access customers for a portion of the c};arges made under the
disallowed access rates, and although D&E has not challenged the merits of either the

rejection of the access rate increases or the requirement for refunds, D&E still has not

provided the required refunds. D&E previously withheld payment on the basis that its own

12
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PFR remained pending. Now that the Commission has denied that PFR, D&E should not be
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heard to use the OCA’s PFR as an excuse to continue to withhold refunds that are due to
Verizon and 1ts other customers.

The Commission’s November 15, 2006 Order specifically warned that revenues from
D&E’s increased access charges “may be subject to refund.” (11/15/06 Order, Ordering
10). The July 11, 2007 Order rejected D&E’s access rate increases and directed the D&E
companies to reduce their tariffed rates going forward and to “provide refunds for access rates
from November 15, 2006. . . (7/11/07 Order, Ordering §4). D&E’s PFR did not challenge
the invalidation of the access rate increases or the required refund, but simply argued that one
of the three companies, Denver & Ephrata, should be reimbursed for its portion of the refund
through the state USF. While D&E filed tariff supplements decreasing its access rates
effective August 13, 2007, D&E has not provided Verizon the refund of overpayments from
November 15, 2006 through August 13, 2007, and Verizon presumes it has not refunded its
other access customers either. When Verizon questioned D&E’s failure to make the required
refund, D&E responded in October of 2007 that it believed it had no obligation to make any
refund while its PFR was pending.® |

Verizon does not agree with this analysis. Because no party challenged the obligation
to make a refund, D&E should have made the refunds to Verizon promptly after the July 11
Order. This is particularly true with respect to Buffalo Valley and Conestoga, which stated
their intention to bank the revenue and were not planning to recover the revenue elsewhere.
See, e.g., 66 Pa. C.S. § 703(f) (“No application for a rehearing shall in anywise operate as a

supersedeas, or in any manner stay or postpone the enforcement of any existing order, except

§  See Letter from counsel for D&E 1o counsel for Verizon dated October 9, 2007 (attached hereto as Exhibit
A).

13
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as the commission may, by order, direct. “) However, even if one accepted D&E’s theory that
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its pending PFR absolved it of the obligation of complying with the refund order untif the
PUC resolved Denver & Ephrata’s request for USF reimbursement, the Commission’s
December 7, 2007 Order disposed of D&E’s PFR and it should make the refund now.’

If D&E continues to withhold the refunds due to the pendency of OCA’s PFR — which
does not challenge D&E'’s obligation to make these refunds — then the Commission should take
action to ensure that D&E’s access customers do not suffer financially from D&E’s delay in
providing the refunds. Pursuant to 66 Pa. C.S. § 3012(a) this Commission may direct a refund
that includes “interest at the legal rate from the date of each such excessive payment.”s This
Commission’s July 11, 2007 refund order did not explicitly direct the payment of interest. So
that D&E does not continue to profit from holding money that the Commission long ago directed
to be refunded to its access customers, the Commission should require D&E to pay interest at the
legal rate from December 7, 2007 (the date of the order denying in part D&E’s PFR)’ D&E
could avoid the payment of interest by making the refunds now, without waiting for the

Commission’s disposition of OCA’s PFR.

Certainly there is no excuse for Buffalo Valley or Conestoga to withhold the refunds at this point, since
OCA’s PFR raises no issue with respect 1o those companies.

The “legal rate” of interest is & percent per annum. 41 P.S. § 202. See Duquesne Light Co. v. Pa. Public
Lhil. Com, 117 Pa. Commw. 28, 36 (Pa, Commw. Ct. 1988).

Verizon does not waive the right to seek to compel D&E to provide the refund prior to disposition of OCA's
PFR.

14
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CONCLUSION
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For the foregoing reasons, OCA’s PFR should be denied consistent with the above

discussion,

Date: December 31, 2007 Respectfully submitted,

“Leigh % Hyer (Atty 1D 204714)

Suzan DeBusk Patva (Atty ID 53853)
Verizon

1717 Arch Street, 10" Floor
Philadelphia, PA 19103

(215} 466-4755
Leigh.a.hyer@verizon.com

suzan.d.paiva@verizon.com

Attomeys for the Verizon Companies
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CERTIFICATE OF SERVICE

I, Suzan D. Paiva, hereby certify that I have this day served a copy of the Answer of the

[, Suzan D. Paiva, hereby certify that I have this day served a copy of the Answer of the
Verizon Companies to the Office of Consumer Advocates Petition for Reconsideration, 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 attorneys).

Dated at Philadelphia, Pennsylvania, this 31 day of December, 2007.

VIA E-MAIL AND UPS OVERNIGHT DELIVERY

Michael L. Swindler, Esquire

‘Thomas, Thomas, Armstrong & Niesen

212 Locust Street, Suite 500

P. 0. Box 9500

Harrisburg, Pennsylvania 17108-9500

Counsel for Denver and Ephrata
Telephone and Telegraph Company

Steven Gray, Esquire

Office of Small Business Advocate
Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17102

Joel Cheskis, Esquire

Office of Consumer Advocate
555 Walnut Street

Fifth Floor, Forum Place
Harrisburg, PA 17101-1923

Robert Eckenrod, Esquire

Oftice of Trial Staff
Commonwealth Keystone Building
400 North Street

Harrisburg, PA 17120
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Su . Paiva

Verizon

1717 Arch Street, 10W
Philadelphia, PA 19103
(215) 466-4755
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| THOMAS, THOMAS,
ARMSTRONG & NIESEN MICHAEL L. SWINDLER

Direct Dial: 717.255,7609
rncrrimAlarf@esanlan: an -
Direct Dial: 717.255.7609
mswindler@ttanlaw.com

- ——
%f[orney: and C:mme/é:re al .&w

October 9, 2007

EMAIL AND FIRST CLASS MAIL

Suzan D. Paiva

Assistant General Counsel
Verizon Pennsylvania In¢.

1717 Arch Street, Floor 10
Philadeiphia, PA 19103

Inre: 2006 Annual Price Stabiiity Index/Service Price Index Filings of Buffalo Valley Telephone
Company, Conestoga Telephone and Telegraph Company and Denver and Ephrata
Telephone and Telegraph Company
Docket Nos, P-00981428F 1000, R-00061375, P-00981429F 1000, R-00061376,
P-00981430F 1000 and R-00061377

Dear Suzan:

I am in receipt of your correspondence dated September 28, 2007 regarding Verizon's demand for
refunds in the above matiers. While D&E's Pelition for Reconsideration {"PFR") may not directly challenge
the refund issue, it is nevertheless inextricably intertwined in Ordering Paragraph 4 of the July 11, 2007
Order so as to warrant receipt of the Commission’s ruling on D&E’s PFR before action on the refunds is
taken. Moreover, given the pendency of D&E's PFR, the Commission's July 11, 2007 Order is not
considered final. Thus, all issues - not simply those expressly raised in D&E's PFR - remain subject to
appeilate review upon the Commission's entry of a Final Order. This procedure is not altered by D&E's
voluntary filing on September 14, 2007, of tariff supplements reducing its access ¢harges going forward
which D&E elected to implement without deiay in order o avoid billing issues wilh ather carriers.

In addition, prior to filing its PFR, D&E was notified by Commission Staff of ifs desire to hold
meetings to discuss compliance filing material including material involving refunds. Once D&E filed its PFR,
Staff nofified D&E that meetings would have to be placed on hotd until the PFR was resolved. Itis D&E's
understanding that the Commission Staff desires to “validate" compliance with the July 11, 2007 Order
which D&E interprets as reviewing refund amounts prior to the provision of any such refund(s). Accordingly,
for ali of the above reasons, D&E believes that it is entirely appropriate for D&E lo await a Final Orderof the
Commission and determine its intention regarding appealing the Commission's Final Order and possibly
seeking a stay thereof before any action regarding the provision of refunds to Verizon is taken,

Should you have any guestions, please do not hesitate to contact me.
Sincerely,
THOMAS, THOMAS, ARMSTRONG & NIESEN
By .

“Michael L. Swindler

C: Leonard Beurer
Janet Tuzinski, FUS

71008 8. Paiva
812 Locusr Street + Suife 500 & P.O. Box 9500 * Harpisbung, PA 17108-9500 « 717.255.7600 « Fax: 717.236.8278 + wwW.ITANLAW.COM )



THOMAS’ LO“’ ' NORMAN]. KENNARD
NIESEN & KENNARD Direct Dial: 717.255.7627

nkennard@thomaslonglaw.com
-—
%Horneys and Cznunse//ors al Iaw

~2
September 16, 2008

by

-~
1

R

N340 S.ANYLIIUIIS
GUAIED I

o
2 :0LHY L] 43S 800

James J. McNulty, Secretary

Pennsylvania Public Utility Commission DOCUMENT

400 North Street

P.O. Box 3265 F OLDER

Harrisburg, PA 17105-3265

Re: Investigation Regarding Intrastate Access Charges and IntraLATA Toll Rates
of Rural Carriers and the Pennsylvania Universal Service Fund
Docket No. 1-00040105

2006 Annual Price Stability Index/Service Price Index Filing of Buffalo Valley
Telephone Company; Docket Nos. P-00981428F 1000 and R-00061375

2006 Annual Price Stability Index/Service Price Index Filing of Conestoga
Teiephone and Telegraph Company; ‘
Docket Nos. P-00981429F1000 and R-00061376
2006 Annual Price Stability Index/Service Price index Filing of Denver and
Ephrata Telephone and Telegraph Company;
Docket Nos. P-00981430F 1000 and R-00061377
Dear Secretary McNulty:
Enclosed please find an original and three (3) copies of the executed signature page
of Appendix A (Affidavit of Leonard J. Beurer) to the Joint Petition to Rescind and/or Amend
Prior Commission Orders, a scanned copy of which was attached to yesterday’s filing.

Should you have any questions, please do not hesitate to contact me.

Sincerely,

THOMAS, LONG, NIESEN & KENNARD

s

pET

By:

Enclosures

212 LOCUST STREET « SUITE 500 « P.O. BOX 9500 « HARRISBURG. PA 17108-9500 « 717.255.7600 & FAX: 717.236.8278 * WwWW.THOMASLONGLAW.COM
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In short, the proposed resolution of this proceeding achieves a reasonable balance
by providing the D&E Carriers with the opportunity fo achieve much needed additional
revenues necessary to offset the costs incurred in carrying out their accelerated Chapter 30
commitments, while maintaining a respite for local service customers who have incurred
numerous increases in their rates. The proposal recognizes that, given the aggressive
access rate reductions during this same time frame, a small step to bring local switching
and tandem switching access rates up to levels at parity with interstate is just and

reasonable.

Dated at /S | Pennsylvania this /5" day of September, __ 2008.

é/’p/z vada, Pa.
/gwﬁpif%nu/\_.

Leonard J. Beungr

Commonwealth of Pennsylvania
County of L Ancisder

Leonmcd Bawrey”

Onthis IS day of September, 2008, personally appeared , and
made oath that the foregoing instrument, subscribed by hia is true. :

Before me,

N B

Notary Public

My -Commission Expires:

COMMONWEALTH OF PENNSYLVANIA
Notarial Seal
John H, Eitnier, Notary Public
Ephrata Boro, Lancaster County
My Commission Expires June 28, 2011
Member, Pennsylvania Acsoclation of Notaries
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CERTIFICATE OF SERVICE

| hereby certify that | have this 16" day of September, served a true and correct copy of
y Y

the foregoing letter upon the persons and in the manner listed below:

FIRST CLASS MAIL

Robert V. Eckenrod, Esquire Joel H. Cheskis, Esquire

Office of Trial Staff Office of Consumer Advocate

2 West, Commonwealth Keystone Bldg. 555 Walnut Street

P.O. Box 3265 Forum Place, 5 Floor

Harrisburg, PA 17105-3265 Harrisburg, PA 17101-1923

Steven Gray, Esquire Robert C. Barber, Esquire

Office of Small Business Advocate ' AT&T Communications of PA, Inc.
Suite 1102, Commerce Buiiding 3033 Chain Bridge Road, Room 3-D
300 North Second Street Qakton, VA 22185

Harrisburg, PA 17101

Suzan D. Paiva

Assistant General Counsel
Verizon Pennsylvania Inc.
1717 Arch Street, 10W
Philadelphia, PA 19103

‘W -
'Pa. 1.D. No. 29921
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PaIiNTER Law Firm, PLLC DOCUMENT

13017 DUNHILL DRIVE

FAIRFA X, VIRGINIA 22030 FOLDER

MICHELLE PAINTER 703.201.8378
ATTORNEY AT LAW FAX 703.988.50038
' E-mail: painterlawfirm@verizon.net
September 29, 2008

Via Overnight Delivery R E CE ’ VE D

James J. McNulty, Secretary

Pennsylvania Public Utility Commission SEP 29 2008
Commonwealth Keystone Building, 2™ Floor p

400 North Street APUBLIC yTy

Harrisburg, PA 17120 SECRETA#% ggggﬁilijssmm

Re: investigation Regarding Intrastate Access Charges and IntraLATA Toll Rates of
Rural Carriers and the Pennsylvania Universal Service Fund,
Daocket No. 1-00040105

2006 Annual Price Stability Index/Service Price Index Filing of Buffalo Valley
Telephone Company, Docket Nos. P-00981428F 1000 and.R-00061375

2006 Annual Price Stability Index/Service Price Index Filing of Conestoga
Telephone and Telegraph Company, Docket Nos. P-00981429F1000 and R-
00061376

2006 Annual Price Stability Index/Service Price Index Filing of Denver and

Ephrata Telephone and Telegraph Company, Docket Nos. P-00981430F 1000 and
R-00061377

Dear Mr. McNulty:

Please find enclosed an original and three (3) copies of the Petition to Intervene of AT&T in the
above-referenced matters.

Please also find enclosed a proof of filing copy that [ ask you to date stamp and return to me in
the enclosed self-addressed postage pre-paid envelope.

Please contact me if you have any questions or concerns with this matter.

Very truly yours,

AMtbhe Lliddeises

Micl;elle Painter

ce: Certificate of Service



CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the Petition to Intervene of AT&T
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 attorneys).

Dated at Fairfax, Virginia, this 29th day of September 2008.
VIA E-MATL AND FIRST CLASS MAIL

Norman J. Kennard, Esquire
Thomas, Long, Niesen & Kennard
212 Locust Street, Suite 500
Harrisburg, PA 17108

(717) 255-7600
nkennard@thomaslonglaw.com

Suzan D. Paiva

Verizon

1717 Arch Street
Philadeiphia PA 19103

(215) 466-4755
Suzan.D.PaivagaVerizon.com

RECEIVED

gEp 29 2008

MMISSION
UBLIC UTHITY COMY
PAP SECRETARY'S BUREAU

Joel Cheskis, Esquire

Office of Consumer Advocate
555 Walnut Street, 5™ Floor
Harrisburg, PA 17101-1923
{717) 783-5048
icheskis@@paoca.org

Robert Eckenrod

Office of Trial Staff

2 West

Commonwealth Keystone Bldg
PO Box 3265

Harrisburg, PA 17105
roeckenrod@state. pa.us

Steven C. Gray, Esquire

Office of Small Business Advocate
300 North 2™ St, Suite 1102
Harrisburg, PA 17101

(717) 783-2525

gray(@state.pa.us

‘ /%u:/u LleH ks

Michelle Painter



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Investigation Regarding Intrastate Access
Charges and IntralLATA Toll Rates of
Rural Carriers and the Pennsylvania
Universal Service Fund

Docket No.  1-00040105

2006 Annual Price Stability Index/
Service Price Index Filing of
Buffalo Valley Telephone Company

Docket Nos.: P-00981428F 1000
R-00061375

2006 Annual Price Stability Index/
Service Price Index Filing of Conestoga
Telephone & Telegraph Company

Docket Nos.: P-00981429F1000
R-00061376

2006 Annual Price Stability Index/
Service Price Index Filing of Denver &
Ephrata Telephone & Telegraph Company

Docket Nos.: P-00981430F1000

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
) R-00061377

PETITION TO INTERVENE OF AT&T

AT&T Communications of Pennsylvania, LLC, TCG Pittsburgh, Inc. and TCG New
Jersey, Inc. (collectively “AT&T™) hereby move to intervene in the above-captioned proceedings

pursuant to 52 Pa. Code § 5.71 et seq.

AT&T and the TCG entities are interexchange carriers (“IXCs™) and are large customers
of the D&E carriers.' Specifically, AT&T pays access charges to the D&E companies whenever
an AT&T long distance customer originates or terminates a call through 2 D&E company’s local
customer. There_fore, AT&T is directly impacted by the D&E/OCA Joint Petition and the D&E

companies’ attempts to require AT&T to fund the D&E companies’ broadband deployment by

' The D&E carriers consist of Buffalo Valiey Telephone Company, Conestoga Telephone and Telegraph Company
and Denver and Ephrata Telephone and Telegraph Company.




increasing D&E’s intrastate access rates, thereby reversing this Commission’s prior orders.?
AT&T is also a competitor with D&E as the D&E companies and their affiliates provide IXC
services to their customers.

For the reasons more fully stated in AT&T’s Answer to the D&E/OCA Joint Petition,
AT&T and its customers would be negatively impacted if the Commission were to grant the
D&E/OCA loint Petition. If the D&E/OCA Joint Petition were granted, AT&T would be harmed
by being forced to subsidize the D&E companies’ broadband deployment, by the Commission
reversing its policy of the past ten years to reduce or eliminate implicit subsidies, and by the
failure to adhere to the policy of the legislature and the letter of the law.

AT&T is already an active participant in the portion of the case involving rate caps and
universal service funding at Docket No. [-00040105. However, to the extent AT&T needs to be a
formal party of the remaining dockets, AT&T respectfully requests that the Commission grant
this Petition to Intervene in those dockets. For all of the reasons stated herein and in AT&T’s
Answer to the D&E/OCA Joint Petition, AT&T has a direct and substantial interest in the subject
matter of the D&E/OCA Joint Petition, and AT&T should therefore be permitted to intervene as
an active party.

AT&T’s counsel in this case is as follows:

Michelle Painter

Painter Law Firm, PLL.C
13017 Dunhill Drive
Fairfax, VA 22030
Phone - (703) 201-8378

Fax —(703) 968-5936
E-mail — painterlawfirm@pverizon.net

* Although the D&E/QCA Joint Petition does not mention that it is requesting for this Commission to reverse its
April 24, 2008 Order at Docket No. 1-00040105, any Commission decision to increase access rates during a stay of
the generic access investigation would result in a modification of the Commission’s ruling that access rates wilt not




Mark A. Keffer

AT&T

3033 Chain Bridge Road
Oakton, VA 22185

Phone — (703) 691-6046
E-mail — mkeffer@att.com

WHEREFORE, AT&T respectfully requests that the Commission grant AT&T’s Petition

to Intervene in this matter.

Respectfully submitted,

Michelle Painter, Esq

PA Bar ID #91760

Painter Law Firm, PLLL.C

13017 Dunhill Drive

Fairfax, VA 22030

Phone — (703) 201-8378

Fax — (703) 968-5936

E-mail — painterlawfirm@verizon.net

Counsel for AT&T

Date: September 29, 2008

be increased absent a showing of extraordinary circumstances. See April 24, 2008 Order at Ordering Paragraph 10.
ATE&T is already an active party in the 1-00040105 docket.




