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tentative settlement agreement that’s been reached so that
as we proceed through the testimony this morning, Your
Honor will have some idea as to why AT&T is pursuing some
of the lissues that 1t continues to pursue. Otherwise,
this may not make a whole lot of sense.

JUDGE KASHIT : I imagine that when I see the
settlemant, it will make as much sense Lo me if they
outline 1it. I don’t know if there’s a outline at the
present time or not. Have you been part of the process
when the settlement was arrived at?

MR. KEFFER: Have 1 been part of the process? And
the answer 1s, not really. But I have been i1nformed as to
what the major substantive points are. and I think it
might be helpful if that was put on the record

JUDGE KASHI: And the settlement 1n no way changes
vour complaint.

MR. KEFFER: That'’'s trus.

JUDGE KASHI: So in no way changing your complaint,
it would no way change your testimony.

MR. KEFFER: Well, that’s not true. But we can go
forward.

JUDGE KASHI: Please. AT&T would call Chris
Rozycki .

CHRISTOPHER ROZYCKI, called as a witness, having

been duly sworn, was examined and testified as follows:

HOLBERT ASSOCTIATES (717) 540-9669
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MR. K
outside the
interstate
settlement.

JUDGE
Mr. Keffer
settlement.

MR. K
objection.

JUDGE

testimony S
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ENNARD: Judge, I’m going to object. This is

scope of the settlement. I don t know what

and intrastate costs have to do with the

KASHI : It has 1t do with the reasons of 1if

axplains as why AT&T isn’t part of the

ENNARD : If that’s true, I withdraw the

KASHT - That’s what the testimony said, his

upplemental testimony of the witness is being

offered for.

MR. K
MR. K
MR. K
position on
MR. K
THE W
looking at
Commonweal t
income that
Lncome they
15 allowed
So th

turn, trans

ENNARD : I heard that too.

EFFER: Are you withdrawing it.

ENNARD : If it has something to do with your
the settlement, sure.

EFFER: Do you recall the gquestion?

ITNESS: Yes. In essence, what we found in
Commonwealth’s cost studies is that

h is collecting revenues which produce net
13 roughly $14 million greater than the net
would nesd to produce the federal -- the FCC
rate of return of 11.25 percent.

ey’'re overearning by $14 million. And that,

lates to revenues -- 1f the -« well, that in
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is in my opinion and 1t was putbt forth

Lh Telephone Company.

Z

you say part 36, is that part 36 a

ion regulations

rrect.

ere part 36 comes from. And are those

at determine what costs ars

segparated to

tion and whalt costs are separated to the

ction?

t’s an accurate representation of what a

, 1n But I gues

the guestion

ask or lead up to is whether or not

that’s an appropriate cost study for Commonwealth to use

in this
I

styled

caseae.,

t’s not the

cost study

that Commonwealth

Fact, thay are an

They simply

NECA wh

1ch is why

the revenues they

arena,

through the

cdifferent than tLhe

reveanue

reqguiireman

HO

way -- 1t has not besen used, a part 36

has not been used to develo

charges 1n the interstate a

average schedule company.

p the rates

rena., In

accept the rates provided to them by

when they produce this part
are collecting through the

ir interstate rates

36 study,

interstate

, are significantly

ir cost study produced in terms of a
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state Jurisdiction?

that

1t does.

Yas,

Now, to what extent

part 69 tell you

Well, it basically pr

ost of the companies

the various c

And 1s that where we

as a class of

I would -- ves, I wou

Okay . S0 in part 69,

e are toll costs and

Part 69 would tell yo

here’ intrastate,

1C sensitive. Yes, 1

categories.

Are you saying part 6

well fFirst, wh

mean?

hat means that SLU m

N essance, means that

a specific dial tone

the cost of whatever

d with that line.

So that 1f I’m in the
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I make a 10-minute local call, the SLU on that call would
be 10. And if I make a two-minute toll call within the
state, the SLU on that call would be 2 Is that itz

A Well, let me try and rephrase what I think you’re
trying to say. If there were two calls on a phone lins
fFor a given month and those two calls were a two-minute
local call and an eight-minute long distance call -- or
better yet, the two-minute local call -- a two~-minute long
distance call and an eight-minute local call, which is
more accurate, then the SLU for local would be .8 or 80
percent of the minutes that were transmitted over that
line,

And the SLU for long-distance would be .2 or 20
percent of the minutes that were transmitted over that
line. So it’s a percentage. I1t’s a factor.

Q@ And does part 69 tell you you must use a SLU
allocator in allocating cost between that local call and
that tell =a3ll1?

A Well, part 69, up until now, indicates that the
allocator should be a SPF allocator or subscriber plant
factor which is an arbitrary allocator not related to
anything that 1 know of.

Q@ But you didn’t use SPF in your study?

A In fact, if you’ll look carefully at our

testimony, we first go through and compare Commonweal th’s

HOLBERT ASSOCIATES (717) 540-9669
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basis in the state side, and

call on the interstate side on the
not the cost higher on the interst

the intrastate side under your study?

be or ian’t it

Can I step back a moment? We

assuming that a part 36 study applies

All this is premised upon a
tha

try 1t this way 1
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1 Fia 'hat’s correct. agnd T honestly do not remembe|
what we did with directory

@ Would you agree -- and T have another regulation
4 LT you want to look at under 346.215 (A) that those

D revenues are supposead i to e 3%

Lo exchange

& | operations? [s that correct in your understanding?

Clarification Are you Lng about

9 MR MCCLELLAND Directory revenues Under part 3
1O those are assigned to exchange operations

1 MR KEFFER:? I'm sorry But the revenues are

2 lgned under part 36 or osts? Part 36 18 a cost tuay
3 methodology not revenus allocation methodology
4 MR MCCLELILAND: Let me see this Jjust a second
& BY MR LELLANE
& Q Okay [’d like to read vou from 1 BT i
/ part 3¢ [ part A directory i e gned
18 to e CHNAandcs oparacion
) a gree that ou’ve read that correctly
O (] Do vyou know how directory revenues were assi gnect

frankly tell vou that we did not spend a great deal of

y single

) whether or not Commonwealth Telephone Company did an




10

11

accurate part 36 study. That was not our objectivs.

Our objective was to take the existing study and

Sa okay Accepting what you filed, what does it show
Y ) Y s
us? And accepting that, without going into the meticulous

process of picking at every single number, we found $14
million in overearnings.

I suspect, if we went through it as vyou’re
suggesting, we may have found a million or 2 more IT you
would like, T think we’d be happy to go back and attempt
to do that However, as you probably are well aware or
have been advised, the part 36 rules can be interpreted.

Q Would you look on page 7 of your testimony?” And
I want to read that top paragraph. The part 36 rules
assign all of the telephone company’s regulated cost to
service categories in a manner designed to produce a large
subsidy for local service.

This means that for some services, including access,
the rules assign more common 1n overhead costs than would
be supportable in a competitive marketplace.

First of all, could you explain what you mean there
by common and overhead costs?

A Those costs

that are not directly associated with
the costs of producing service to a specific class of
custome | As an example, T might use the president’'s

dask .

HOLBERT ASSOCIATES (717) 540-9669
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1 marketplaces

“ Now, does that mean that you would favor the

3| assignment of common and overhead cost the way

4| competitive market place would assign those costs?

5 A Yes, T would. I’m not sure that I would accept

&l vour definition of how a competitive marketplace would do

~

that. But I would accept what I’ve said, yes.

0

Q Would you also recommend assigning the cost of
91 the local loop -- and that’s the wires that connect the
10 local customer to the central office -- on a competitive

11 basis?

& Well, T don’t know how that would be done I he

N

13 local loop 1s absolutely a monopoly service Tt is the
14 most monopoly service you will find, if I can use that
15 term, in bLhe telecommunications industry.

Lé The local loop 15, in my opinion and AT&T's opinion,

~J

in the opinion of a large body of pesople involved in this
18 industry, the responsibility of the local ratepayer

L9 Whaen the local ratepayer goes to the telephone

20| company and says, T would like service, it is that call o

this order for service that basically begins the process

22| of incurring costs for the local loop.
The local loop is not in any way associated with

24| competition in interest exchange It’s not associated

25| with a number of phone calls a person uses, that a person

HOLBERT ASSOCIATES (717) 540-9669
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1] makes. You can make an unlimited amount of phone calls or

2|1 no phone calls over a local loop. But you still have to
3| recover the costs if vou’re a company.

4 Q@ Have vou considered how much AT&T would have to
5| pay to competitively build a total network to provide its
6| services to the Commonwealth customers as a means of

71 allocating costs?

8 A Yeah. Actually, that’s a good question. I have
9| considered what the options might be to AT&T if local

10| service were provided competitively.

11 And by my calculations or my estimation, AT&T would
12] pay a lot less than what 1t’s pavying today to Commonwealth
13| Telephone Company for access 1if access were competitively
14| available. And 1’11 give you an example.

15 Let’s say the local cable TV company decided to

=
o
f

start offering local service, local telephone service,
17| okay.
18 Well, their access line, their dial tone line is

191 paid for. It’s paid for by the user of cable service So

20 they can charge any amount they want so long as it covers
21 thair incremental costs of providing telephone service

22| access to long-distance user, for instance.

23 and 1f they charge a small increment above that,

24| they won’t make a profit. And the cost that they would

)
un

need to incur to offer that kind of service would be

HOLBERT ASSOCIATES (717) 540-9669
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A No, we did not, not 1in this analysi

[A] However vOu have 1indicated Bell access cost
much lower than Commonwealth access cost

A About half

) And then 1n a8 call originating from Commonweal th

and terminating in Bell those access cost would ba much

lowar than a cost originating and terminating in the
Commonwaalth territory, particularly?

A Yes, and significantly higher than a call
originating in Bell and terminating in Bell

2 Have you done any studies of

cost of AT&T calls that originate in Commonweal th
> r1Ltory
A N we have not. I have not I would have no

way of knowing that.
Q@ Also, in your charge on attachment 3, is it
accurate that some of the calls cover thelr access cost

in your analysis and some of them do not?

 Have you done any calculations as to whether the

average toll call cover: 18

P& No, we have not.

vou another question about anothei
cost element. RParticularly, and that would be signaling

system 7 costs Are they included in the cost which

HOLBERT ASSOCIATES (717) 540-9669
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1 to page 4 of your testimony and particularly at the top
>l there’s an item and within a box identified as Roman :
3| and there 1 believe you make two points that CTCO’s access
41 rates are substantially higher than other LECs Number |

3 Number 2, that CTCO’s access rates have never been

& based on any measure of cost And in order to demonstrate
7 the first point, you have a chart below that whereby you

8| compare what you call the top 5 LECs. And I think you’ve

91 used access charges as a basis of identifying the top 5

10 largest local exchange carriers in Pennsvlvania [ that
< Y

12 A No, actually we use the same 5 LECs that

13| Commonweal th used in its study when it compared local

14 exchange rates

L5 8 And what was the basis of the identification of
16| those five versus some other group of local exchange

17 carriers?
18 A [f I'm not mistaken, they are simply the largest

19 five in the state based on revenugs. They pay also be the

20 largest five based on access, which I suspect they are

A
J
~

31 Now, there’s 34 other local exchange carriers
) ®

doing business in Pennsylvania; correct?
23 A  Roughly speaking, yes.

’

>4 Q And would you agree sir, that CTCO rates for

25 switched access are comparable to those level of rates

HOILBERT ASSOCIATES 717) 540-9669
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charged by those other 347

A Well, no, T wouldn’t Many of them, if not most,
are lower ~- charged lower access rates than CTCO and
Commonweal th. And many of those, 25, have some form of
cap 1n place which Commonwealth does not. Not only are
the rates different but their rates are lower than
Commonweal th’s.

Q@ As a data request, would you please support your
statement by comparing the other LECs access -- switched
access charges stated on a minute of use basis as compared
to Commonweal th?

MR. KEFFER: I[’m going to object to that. I mean,
Commonweal th can dig out the tariffs of the other
companies as easily as we can There’s no need to make
that a burden for AT&T’s consultant.

I mean, it’s publicly available information
There’ s no reason to target AT&T to provide that
information. It’s available to you, Mr. Kennard

MR . KENNARD: Two Responseas, Judge First, it is
the factual assertion of this witness that Commonwealth is
higher than many, 1 believe, the witness said if not most
of the other LECs. Thereforae, I think it’s incumbent upon
this witness if he’s going to make a factual statement to
back 1t up and not guess and the burden 1s not properly

shifted to Commonweal th bto develop support for this

HOLBERT ASSOCIATES (717) 540-9669
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witness s statement

Furthermore, i1t is not information which 1s
necessarily readily available. The tariff information
would be However, the minute information may not be and
AT&T has a direct business relationship with all of those
local exchange carriers whereas Commonwealth does not.
And, therefore, AT&T would be in a better position to
obtain the information.

JUDGE KASHI: Provide the information, counsel

THE WITNESS: It’s proprietary.
BY MR. KENNARD:

g The second point you make 1s that access rates
have never been based upon cost. Can you tell me, sir,
are the access charges of any other LEC in Pannsylvania

cost base?

A Which ones?
A At least Bell of Pennsylvania. And 1n the 25
cappad companies, most of the reductions and capping that

has taken place is associated with the fact that their

rates are substantially above costs.

So they have been -~ each of the companies has b

moving their access rates closer to their cost Are they,
2

by definition, cost based? Maybe not yet

But they’re moving in that direction. and they’ve

HOLBERT ASSOCIATES (717) 540-9669
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A No And as 1 will repeat, AT&T has never
indicated that they had to have access rates that were
equal only to access cost. This date, in fact, requires
that access provide some contribution to local service.

All of the rates in Pennsylvania, in fact, provide
contribution to local service through the CCL charge.

Many of the rates provide additional contribution to local
service through their traffic sensitive charges.

(] [ don’t want to get into a semantic discussion of
what i1s cost, whether it should be strictly cost based and
should be no NTS allocation to access charges and as |1
understand that distinction of what you just made in your
testimony You can include it as the word cost as
including NTS or not including NTS.

Laelt me ask you this. Are you aware of any LEC in
Pennsylvania that has access charges that are equal to the
cost of providing access service and that cost being

P

defined as including some component of NTS cost at a CCI
rate?

A I would say at least Bell of Pennsylvania falls
within that definition. Very possibly GTE 1s coming close
i1f not there.

Q@ Would you provide any documentation that you have

that supports your claim that Bell and GTE’s access

charges are equivalent to cost providing access service?

HOLBERT ASSOCIATES (717) 540-9669
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end user coshk, should be charged to the end users.

However, 1t 1s a charge that AT&T pays and doesn’t

disagree with paying to support local service to support

the local loop.

I don’t know that that really fits accurately
definition of a cost, That’s a subsidy Okay. AN
that’s a subsidy Now, 1T you want to talk about t
sensitive cost which you haven’t brought up, you’ve
talking CCL and non-traffic. We can talk about tha

Q@ I wanted to make sure that it would be bas
cost at the conclusion of this proceeding, the CCI
capped And T believe you agree that it would be b

upon cost”

-~
i

A Giving my caveats, ves, it would be base

.

@ Can you reference page 5 of your testimony

please, sir? And the second guestion and answer des

some history behind Commonwealth’s access rates. ~
last sentence in there talks -~ says with bthe excep
minor rate chanages related in TRA 86 and STAS. the
Commonweal th’s access rates have remained largely

unchanged

s 1t not true, sir, that in September of 1986

commonweal th voluntarily reduced its CCL from a leve

4.71 cents per minute to a level of 4.32 cents pet
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Q Reach Out Pennsylvania is

because it would not be profitable t

A That is my understanding.

told by the people who provide or de
Y f

services offer them to Pennsylvania

0 Would you please provide th
concludes that the offering of Reach

would not be profitable in Commonwes

MR. KEFFER: Your Honor, the w

that

JUDGE KASHT: The witness said

it wasn’t profitable

MR KENNARD : Aand what T a 11k

copy of the documentation from those
that the supports that conclusion

JUDGE KASHI : Go ahead, Mr Ke
to argue with this

MR. KEFFER: Well, I guess two

witness didn’t say he knew that we «©

service on a profitable basis He w

that does that analysis.

Number 2, I'm having trouble
the information And Number %, Mr
number of companies And he’'s been
long time why AT&T will or will not

HOLBERT ASSOCTIATES (

saeing

That’s what T’ve been

velop the costs and

e analysis that

Out Pennsylvania

Lth seq '\/i(':t'ﬂ terri 1[1]'\/"

i tness naver said

that he was told that

Honor, is a

@, Your
individuals at AT&T
ffer. L™ m

not going

things. One, the
ouldn’t offer the
as never in the group

the relevance of

Kennard represents a

wanting to know for a

offer Reach Out 1n &
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1 particular area

2 Generally, the answer he’s bsen given before is thaf

N

as long as there is a per minute CCL, AT&RT is unwilling to

4| provide the service Any analysis that goes deeper than

51 that, Number 1, would come Trom a group that Mr. Rozycki

&1 has never been associated and, Number 2, would be highly

7| proprietary to AT&T.

8 MR . KENNARD: Judge, AT&T holds out this carrot and
9 the carrot i1s Reach Out Pennsylvania. And what they’re

10| seeking to do is motivate the parties, Your Honor, and
! this Commission, to lower access charges in order for them
12 to offer Reach Out Pennsylvania.

13 The reason they say they can’t offer it now is

14| because of the profitability, lack of profitable. Whethe
15] Mr. Rozyckil prepared the study or not, that is that

16| Company’s conclusion.

17 And Mr. Rozyckl has been informed that that’s the

18] conclusion of his corporation, the corporation he now

191 consults fori

20 And 1t seems to me that we are entitled - LT that

23 1s their argument, we’re entitled to look at the

22| underlying factual basis for making that claim because for
23] all Commonwealth knows and Your Honor and any of the

24| parties, it could be offered now and AT&T’s operations are

25| entirely profitable

HOLBERT ASSOCIATES (717) 540-9669
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Q@ Mr. Rozycki, could vou plea

reference page 22

21 of your testimony?

3 A Yes

4 Q Under Roman 10, the second Q@ and A, there’s that

5 | phraseology, cost based. And given our earlier discussion
6| on that on the meaning of that word, 1s 1t proper to
understand and is the import of yvour testimony that 1f

81 Commonwealth Telephone caps CCL as a result of this

9| proceeding, that i1t’s because 1ts rates are then cost

10| based that AT&T will offer Reach Out Pennsylvania to

11 | Commonweal th subscribers?

12 A That’s not an easy answer Generally speaking,

13| we have -- AT&T has offered Reach Out And I think it has
14 | been in every instance where a company has capped its CClL
15| Okay My suspicion is that AT&T will choose to do the

16 | same here Cap your CCI We’ll offer Reach Qut T think
that answers your guestion.

L83 Now, T need to indicate though that that group Lhat
19| does pricing likes to say, no, no, we’re going to look af

) Lhis And we’re going to make sure that we, in fact, want
21 to offer Reach Out

22 Now, having said that, T remind you, it’s been

23| offered in every instance where a company has capped Is

>4 that the answer you want?

25 Q T don’t want any particular answet I want to

HOLBERT ASSOCIATES (717) 540-9669
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offered that also provi

currently

savings than Reach Out

A Thaere may be.

8 Can you reference page 6

please? At the top of page &, th

starts, accea prices

sentence, you make a reference

Commonwealth’s network for

referring to stimulation?

A Yes, I am.

@ Aand that stimulation

Qe

rates would be rseduced?

A That’s correct

A And with respect to the

saentence, the deterrence of risk

customers and/or carriers, that r

again, only 1f there were some re

tolls?

A Yes, or the offering of

established are a way to reduce r

(] Are you aware of any cus

facilities
territory?

A N I am not aware.

s

MR . KENNARD: Your Honor, t
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JUDGE KASHI : 2172

MR . KENNARD : Yes, sit
BY MR KENNARD :

Q In the third full paragraph, first sentence,
would I be incorrect to characterize the sentence as
setting forth the opinion that high access charges have
subsidized low local rates?

A Yes. Now, let me expand on that a little bit
We’ve talked about costs and high access charges. The
fully distributed cost study --

MR. KENNARD: Judge, I didn’t ask anything about
cost studies. T simply asked about the rates and if there
18 a cross subsidy.

JUDGE KASHI: Answer the question, sir

THE WITNESS: Yes, access is usad to subsidize local
service.

BY MR KENNARD :

Q@ And that’s true both of interstate access charges
and intrastate access charges. Is that correct?

A That 13 correct.

@ So the level of access charges being paid by the
inter-exchange carriers for interstate access has created
a subsidy for local exchange rates keeping them at a level
correct?

that 1s less than cost;

]

A Substantially less than cost ves

HOLBERT ASSOCIATES (717) 540-9669
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You said the only companiss.

I’'m starting a list. Let me finish.

Finish the list then. I’m sorry.

Can an operating company of an RBOC, can’t be
can’t go from being a cost company back to an
chedule company. And 1f vou’re a cost company as
d of 1983, you cannot become an average schedule

But anybody else that doesn’t fall within those

four categories of restrictions can be an average schadule

compan

1993,

compan

think

y?
A

a
and
WZ
fa}

the

Run the list by me again

United RBOC, not GTE not cost as of the end of
not subsequently have elected to become a cost
Does that sound like an exhaustive list?

T don’t think that’s completely accurate. I

re are companies who obtain a certain size who

are reguired to be cost companies.

mentio

elect

Q

&

Q

ned

A

&

to

(4]

What 1s that size?

I don’t know

Can you confirm that the first four, the four I
are absolutely true?

I can’t confirm, but they sound correct

On the other hand, could Commonweal th voluntarily

become a cost company?

Yes, 1t could.

HOLBERT ASSOCIATES (717) 540-9669
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’
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compensatory rates on the interstate side?

A That’s correct There is obviously an @rror

Q@ Could it be, sir, that your number of 14 million
is improperly grossed up for taxes? And the 10 million
that vou add was, in fact, incorrect and the number i1s 14
million as you set forth in your testimony that includes
the taxes already?

A Yes, could be.

@ Could you reference yvour attention to page 18 of

your testimony. Under Roman 8 there’s an answer, the

]

13

second sentence of the first paragraph. The best way to

sorrect for this would be for Commonweal th to re

due

ntaerstate access charges. That would be upon application

.0 the FCC?
& Is that the guestion?
A Yes, that would be the best way
@ Has AT&T -~ could AT&T file a complaint at the
FCC and seek relief to reduce interstate rates there?
A I’m not sure about that.
(] Has ==
MR. KEFFER?: Well --
JUDGE KASHI: He's not a liar,
MR . KENNARD : Weall, you know has how it is It kind

of blends together. [T I go bayond his ability to answet

HOLBERT ASSOCIATES (717) 540-9669
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minutes is strictly a plotting of

A No Let me back up and restate. Now that 1
recall, we did have available in one of the
intaerrogatories traffic studies I'm sorry T misspoke

Q That distributed toll traffic across these rate
bands and within these times of days?

A That is my understanding, yes.

@ And these figures, the 21.68, the 60 Percent are
bases stated using that traffic data to weigh in these
data points?

A Yes.

Q@ On the rate tables?

A Yes.

Q@ Would you please provide us with the studied and

the underlying work papers that you used to identify --

A Yes, we can

(] -~ these percentages? Looking at the other side
of this chart which are the access charges, T belisve you
agreed with Mr. McClelland that the figure of 14.97 cents
of access per minute assumes an intracompany call?

A Yes, 1t does,

Q@ And you further agree that Commonweal th
subscribers don’t only call other Commonwealth subscriber
, but they may also call subscribers

within the LATA

associlated with other telephone companies, Bell of

HOLBERT ASSOCIATES (717) 540-9669
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Pennsylvania, for example?

A Yeah. And T don’t mean to be -- 1 think AT&T, in
this case, 1s not trying to indicate that Commonwealth’s
toll charges have to cover, impute the 14.97 cents But
they need to impute an appropriate weighted average of
access cost that Commonwealth faces and that weighted
average 1is probably going to come in =~ I’m going to say,

this is a wild guess, around 12 cents.

Q@ Well, T don’t think we benefit from wild guesses.

I understand your philosophic position. As I understand,

yvou’re trying to establish the objective or the standard

But you’re unable to testify that Commonwealth doesn’t

already meet that standard, but you think they should be

held up to that test?

A Exactly. If they do meet 1t and I will embellish
18 If they do it, by all means, I think then their rates

are in line with our beliefs. We think the Commission
should require them to meelt it though.

Q Now, further underlying the 14.97 cents is an

assumption that the circuit miles for transport for AT&T

are the same as Commonweal th?

A I’d have to say, yeah. I think that’s -- 1f

ct
¥1]

understand what you’re saying.
@ Let me walk through it and make sure vou do.

Transport is an access charge element that’s included

HOLBERT ASSOCIATES (717) 540-9669
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n order for AT&T to haul the traffic the way

n to configure its network is to haul from
to Scranton and then back up to Wellsboro

e call Is that correct?

y well be, veah.

ur assumptions are true and your subject to
distance of about 200 miles?

Eoknow.

ct to check?

uldn’t be 200 miles at Commonwealth’s rates.

the transport component would be based upon

those distances in that mileage that AT&T would pay:

corract?
A
(8]
way 1%
Wellsbor
(&)
Q@
access,
Lncludes
should p

network?

A

That’
But @
goes
Q3 Cor
[ ass
56 th
do we
a hig

ay or

Wel 1 ¥

s correct.

ommonweal th doesn’t transport itself that
interest office right from Mansfield to
rect?

ume you’ re correct, ves.

at this number that yvou’ve stated for
understand sach other the answer is,
her transport level than Commonwealth itself

would pay given the configuration of its

1t does -~ 1t includes the rates that are
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1 make sure that we understand each other You said
21 something about a weighted average rate And T didn’t

31 mean to bring it into weighted average.

4 What I meant to say 1s, 1s it acceptable in youl

5] opinion and to serve your theory that an aggregate toll

& revenues are greater than access rates imputed for that

7 service?

8 A Yes, provided that the access rates that you’re
9| using include terminating access rates, the actual

10 terminating access rates that you pay under I-Thorp or

11 Lhrough the inter-exchange rates, the inter~-LATA rates

12| well as your own rates to originate the cost.

13 Q Thank you I think we understand each other

14 | Can you reference yourself to page 16 of your testimony

15| and talk about CCL cap

16 You note in your testimony two methods of capping.

.

17 | One is a revenue cap and one is a per line cag
18 A There are two methods accepted in Pennsylvania,
19| probably others.

20 Q@ And looking at the 25 companies listed in the

1 enclosed table that starts on 16 and goes over to 17

22| only the first two companies, Bell and GTE were revenue
23| capped. Is that correct?

24 A That’s correct

25 Q@ All the remaindar have been per line caps. Is

HOLBERT ASSOCIATES (717) 540-9669
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1 But what I do want to focus on and what you should
2 know and I hope you know, is that Commonwealth has offered

3 to place a per line cap on access charges intrastate if
41 AT&T will Join with the remaining parties into that
5| settlement. Do you understand that?

& A Yes I do

)

7 Q@ And AT&T, to date, has rejected that offer and
81 sought to lower access rates as well as cap them. Capping
91 is not a enough for your client’s perspective. Is that

10 | correct?

11 A That is correct. And to be more specific, what

12 | AT&T wishes here and we think it’s totally appropriate is
13| that i1f there are reductions in this case, those

14 reducktions should flow first to tho:

2 rates, to thosea
15 rat epavers who are F""‘lyi ng costs -= who are pay i ng r ates
16 well above costs.

1.7 And if there are additional funds available, then
18 flow to those customers whose rates are well below cost

19] As T indicated early, local service isn’t picking up 50

20 | percent of 1ts cost And yet, it’s going to get a rate
21 reduction.
22 I mean, it’s great that local service rates are low

22| But as we’'ve indicated in the testimony, they’re low
24 | primarily because access rates have been held so high

25| And access rates are, in fact, above cost by using

HOLBERT ASSOCIATES (717) 540-9669
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Commonwaealth s

own cost studies

So, it our position in this e that 1f there are
to be rate reductions, they ought to come to access first
There are great local rate in Commonweal th territory
There are not great access rates ind we'd like them to be
1N somewhat better

R Great in the sense their low~

(&) I'd love to have a local rate like that

(] Does not have a per line cap reduce the growth of
minutes revenues and, therefore, yield some future rate
relief relative to doing nothing, as compared to doing
nothing?

A Well as we go out into the future, yes, the pe;
line cap 1 better than nothing [ mean, absolutely [
can’'t di agree with that

But a per line cap in a case 1n a company 11}
Commonweal th, would appear to be pretty hollow becau:
Commonweaal th’s own projections in thi case i1ndicate that
access and lines are growlng practically nil

'here eems Lo be no growth SO we're not going to
realize much in the way of 3V 1Ngs NOw L there
substantial growth there 4, 5 percent a yeai vaeah, we’ 1]
ee some savings in the out vear: It will tart to
happen

Now, by contrast, a revenue cap to the exter
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19

20

and this 1 no il: no

that minutes arow

CCL rate quick

more

m surprised to heai

virtually no growth in

the Company forecast growth ur

way Tool proof eithei

a revenue cap reduces ti

ly than a line cap does
you say that there is
Commonwealth’s territory H.

derlying i1ts current

IO

~ ey
12

sn

exhibits of percent for access and 5 1/2 percent for
tol ]~ Would you accept that subject to check I think
yvou can verify 1t in information

A percent 1s real low by Pennsylvania standards

bl [ understand but it’ not nil. [t’s 2 perceni

A Okay. I agree it not nil. It’s percent

@ And toll growth is 5 1/2 percent?

A [ don t know how that affects AT&T

Q Well if & cap is not placed, access revenues
grow by 5 1/2 percent because toll usage is growing at
that rate If an access line cap 18 placed, the growth in
that revenue stream is arrested to 3 percent level?

A Okay You’'re saying lines are growing at
percent

Q@ Yes, (i

A Ye The growth would be arrested to a 2 percent
leve] [f vyou're saving toll, Commonwealth long distance
toll is increasing at 5 percent That’s one thing But 1
don’t think yvour revenue for access shows 5 percent

HOLBERT ASSOCIE
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settlement is to not participate unless they get a cap and
a reduction and that the reductions that we’re talking
about flow back Lo AT&T are to flowing back to the local
users?

THE WITNESS: 1 think you need to ask AT&T’'s attorney
that question as opposed to me because I don’t know that
1’11 be handling that I'm not going to be handling the
negotiations there.

MR. KEFFER: Do vou want me to take that?

JUDGE KASHI: I thought that’s what he testified to.
I wanted to consolidate the three.

THE WITNESS: I mean

JUDGE KASHI: If it’s in the record, it’s in the
record. If it’>s not, it’s nhot.

BY MR. KENNARD:

Q Thank you, Your Honor. Turning your attention to
that portion of your testimony that relates to
Commonweal th Long-Distance Company Could you reference

speclfic attention to page 28, pleasa?

A One second, please. Your Honor, I'm sorry. T
would recommend that to AT&T. And I’m not trying to -

didn’t mean to dodge the question at all. That wasn't my
intent. In negotiations, the AT&T attorney will handle

that:: But I would advise AT&T with agreeing with that

approach. [’m sorry.

HOLBERT ASSOCIATES (717) 540-9669
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534

MR . KENNARD: There’s no fact that support that they
did,

MR. KEFFER: You asked him if he knew, and he said
he didn’t That doesn’t establish the fact that they did

not because they did

Secondly, today is the first time Mr. Kennard has
suggested that AT&T’s data response was inadequate. And
obviously, now he wants to do this as a hearing room
ambush.

If he had a problem with our response, he could have
moved to compel He could have called me on the telephone
and asked for more data

which we would have provided

5

It goes back to what I was referencing a moment

\go
I think you need to see the entire response to get the
full flavor of it.
JUDGF KASHIT : All right. Mr. Kennard, I'm not going
Lo grant yvour motion to strike on the survey T think the

survey and the response of the witpess speak for
themselves. and without any further argument in your
brief, I find the thing to be virtually valueless

And it’s done nothing but take up our time and the
record To what end, I haven’t the slightest idea. But
I’m not going to throw it out because it only makes me
suscaptible upstairs so I can put to what 1t that was put

before us here in this i1llustrious fashion

HOLBERT ASSOCTATES (717) 540-9669
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4

5

A No, T do not. But I think as we’ve indi

our testimony, there is a strong linkage between

marketing staffs of the two organizations. And t

customers for Commonwealth, a local company, are
referred to Commonwealth Long Distance

Worse vet, customers who call Commonweal th

38

cated in

the

hat

often

Phone

Company who would like to take AT&T as their long-distance

company are often attempted to be referred to Commonweal th

Long Distance by the phone company.

Q T understand you’re excited about this t
and you want to say it as many times as you can.
is in the record and you maintain that the advert
that you cited as attachment 4 Lo your testimony

jointly sponsored by Commonweal th Telephone and C

estimony
And it
ising

1S

D2

MR . KEFFER: Where 1is that referenced in the

testimony”
BY MR KENNARD :

A Does the witness maintain that?

A I can only answer that I think that ques

true. If vou will tell me that Commonwealth Tele
Company did not allow -- expressly refuses to all
kind of advertising, then I could accept that the
problem with my statement that they are Jointly a
that. Yes, they are Jointly approving that.

Did Commonwealth expressly ~- Commonwealth

HOLBERT ASSOCTIATES (717) 540-9669

tion 1s
phone
ow this
re’s a

pproving

Telephone
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Company expressly prohibit Commonwealth Long Distance from
this kind of advertising?

@ M Rozycki, do you have any information thai
leads you to believe that Commonwealth Telephone Company
assisted CLD in any way in drafting, create, funding,
sponsoring or running any of the advertising contained in
attachment 47

a I have no knowledge one way or the othe

Q So, therefore, they are not Joint advertisements?

A No, T didn’t say that. Aand I won’t say that
because the advertisements expressly draw linkage to
Commonweal th Telephone Company. Thay tell you in here 1
can read from --

JUDGE KASHI : Mr. Rozycki, unless yvou see something
Lhat says read Commonweal th Telephone Company expressly,
prohibit you, Commonwealth Long Distance Telephone
Company, Trom using our name in any way Lhat can be
imputed to us and approving of your advertisements, you
won’t agree that 1s not a Joint advertising?

THE WITNESS: I’m not going quite that fai

JUDGE KASHI: Okay. Not quite that far. What do

yvou need?

THE WITNESS: Well, you know, they are saying one

bill, one stamp, one company. And I read and I quote.

Now, I don’t see nor have I heard anvything from

HOLBERT ASSOCIATES (717) 540-96&69
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Commonweal th Telephone Comp

Commonwealth disagrees with

Now, no, it’s not joi

>

don’t know Tt’s there. A

company as a step to get up

effectively I might add.

Is it Joint? I guess

ik’ not because it doesn’t

approved by Commonwealth Te

BY MR. KENNARD:

G M Rozycki, page

the page, you state -- you

the ads play the affilia

up
A Right.

Do these

D

not same

separate corporate entity?

AT they make

mean, if I’m a customer, I’

stamp, one company Black

anything there about separa

A You’ve selectively

advertisements. Do these a

expressly clear a separate

it clear that CLLD and Commo

same companles’?

HOLBERT

ASS0

540

any that would suggest tha

this.

nt Maybe 1t’s Jjust

nd they’ re using the local

into the market. Aand

definition,

maybe by vyour

say that this is

lephone Company

29, please, sir The top
tdentify select quotes whe
tes relationship?

ads make it clear the CLD
it clear in a court of law

m looking at one bill,

one

and white. It doesn’t say

te companies.

quoted from these

dvertisements also make

corporate relationship and

nwealth Telephone are not
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(&1 ynad ( N1y tate that you re probabl
correct g v/ customet m t1l1l going to
recognize what I read in the big print not the fine print
Oh, this 1s Commonwealth Telephone Company, yveah. | T
take long distance from them

@ Your testimony 1s customers Jjust read the big
prin they don’t read the small print. I that your
opinion’

A A lot of customers, T think do.

(] Lt 2 those customers that would be confused
FThe one that read the fine print, to use youi

haracteri rti1on will understand that 1t 1s a separats
coOompany

Wel ] what do you mean confused? You saird

they’re

L)
bold pr
e ar l

A

~

Q
t‘\x; [ Mr’

Commonwealth to desc

Ehen

Y

& COMmpPanles:;
Y &5
Now, would
Lop you state

oul

company

Lhe

ribe Commonwealth Long Distanc
t five bullets below that?
L8 cot 1
O f SSOCTATFES £ 17 ) | ) ¢

UsLomet

Why would they need to be
Pay one ( OVEer i Le I\ €
1 F a customer reads other t

will understand that the
correct?
you also reference page 30, |
saveral add use only the wi (

|
1an
A
Lea
J
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Q Are you

the advertisemeant

that at some
Commonweal t.h

al Well

stating

point,

clearly,

that the only reference to

1s by the word Commonweal th

1N some advertisements, only

appears?

at some points in some

advertisements, only the word Commonweal th appears.
the objective 1s cleat to create confusion

Q@ Would you agree that each one of the five
vou list on page 30, that the full corporate name

once in t

A Yes, 1’11

(A Is it

not

somewhere, a corpo

Long Distance Comp
an affiliate of Co

a 1’11 agre
1 dead horse But
Commonweal th Telep

relationship, draw
that they are relas
this 1s a separate

Q Is there
CLD refers to 1tse
1nitial CLD and it
Commonweal th Long

HOI

he advertisements?

agreea.

true that each advertisement ¢

rate name at the bottom,

any, 1n format and then

mmonweal th Telephone Company?

company .

other advertising, Mr. Rozycki,

1¥ only by the phraseology by its

doesn’t use the word Commonweal th
Distance?
BERT ASSOCIATE:S (717) 540-96¢

the

appears

ont

Commonwea

Wora

But

bullets

S1NsS,

1th

3\

SAVE

e with that, too T don’t want to beat
I think the notion an affiliate of the
hone Company 1s to draw the
the reader to the oneness, to the fact
ted, not to help them understand that

where

Ot




| A I’m sure there is, yes

2 Q@ So Commonwealth Long Distance refers Lo itself
various wavs 1n i1ts advertisements They call themselves
4 CLD and calls itself Commonweal th | ong Distance hey

B !

| call itself Commonwealth Long Distance and calls itsell

6| Commonwealth: correct

7 A Right
8 Q Is there ANy P lace where it calls itself

Q Commonweal th Telephone Company

1O [&] No, 1t does not.

11 Q In some of the advertiszements, I would note that
12 there were two digits well, for example, on pagse 30 of
13| your testimony., the third and middle bullet, Commonwealth
14 lLong Distance 1s adverl i".iilgl Lhat yvou dial 53 i1nstead of
15 1

16 At that time if the customer sought to make a toll
17| ceall and dialed 1, what inter-sxchange carrier would they
18 receive to handle their call

19 fal ['m assuming that is a non-equal access office,
20| that the ability to dial - to identify carriers othe

> 1 Lhan AT&T was not there So that the only company they

22| would have gotten was AT&T
(A In order Lo reach other inter-exchange carrier:
24 | such as CLD, additional special digits had to be dialed

access bthat carrier 1n a pre-eqgqual access office?

HOLBERT ASEOCIATES (717) 540-9669
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] market share with toll calls of CTCO subscribers?
4 [a Well, we would have had == AT&T would have

[

31 carried a large percentage of the originating traffic
4 1 But customers did have the option of choosing MCI and
| Sprint and going through the 10 number routine. And 1

6| don't know how much of the terminating traftfic came from

obthaer sources. S0 I honestly don’t know.

ot

QA Would you agree, subject to check, that

9| pre-conversion equal acce

ATRT enjovyed 97 percent of

1O the originating toll traffic”

1:5) Al There’s no way in the world that I could check
12| that., So I can’t agree subject to check. If you'd like
153 to check 1t fine.

1 4 Q@ Your client is AT&T in this case:

1S | right?
16 A And 1T only know how much traffic AT&T carries or
L7 how much access they buy from Commonwealth. Commonweal t.h

18| has not indicated how much traffic or how much access they

19| sell in total. So I would not know.

20 (] Okay.

21 A Nor does AT&T know.

2 Q When did the equal access conversion start in
2 T

23| Commonwealth’s territory?

>4 A I don’t know thal After 1984
25 Q Well, let’s reference your attention to page 33
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J

A

the polling re

Lhose resul ts?

Q

access’?

the IXCs

that they

A

Q

referred

"
A

Q

And w
The c
of re
pref
Yes
And 3
to as
That

When

opportunity to

do business wi

their PIC

Ehrough

A

and
plus

Corre

sults were calculated, AT&T is notifi

hat happens during the conversion to

ustomers are sent a ballot that lists

cord and asked to select exchange carri

er?

n this alphabet-ridden industry that’

a preferred inter-exchange carri

1S also correct
Lhe customer 1s presented with an
simply check a box on a piece of pap

th a different IXC they then nominate

aed of

agual

or PIC?%

ar and

o

that customer 1s able to reach that PIC

calling?

e Are you asking me 1if that’s the

method available to me?

]

8]

Q

That )

Yes,

Could

your answer to

seal 1, number

complete,

< the process used at Commonweal th?
that’s the process

YOu re T erenc

Commonwealth interrogatory |1 number

5

217 Let me know when vour review 1
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vour attention, please,

only

to
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(3
ATRT \
terri1to
2
o ]
(A

respons

Q
adverti

that co

(]

1N resp

voLumin
our off
(W]
aquote
sSCope ,
A
Q
Commonw

nationa

]

Do vyou not state there i1n the last sentence
not fully marketing its service in Commonwealth
r 7
That’s correct
Would yvou reference your attention to yout
@& to interrogatory number 21 -- I’'m sorry, 227

Yes.

.TCO requested that AT&T provide a copy of all

sing published in Commonwealth’s territory Is
rrect?
Yes, Lhat’s correct

Was any advertising copy provided to

onse to this interrogatory?

We indicabed that would be undoubtedly a

ous project and Commonweal th was invited to come
Lces and review that copy

Aand does it not say that it’s voluminous becaus
most of AT&T’s media adverting is national in

unguote?

s

That’s correct
So whatever advertising there was into

aalth’ territory during equal access was of a

.l and not local nature?
| F; | \'511 ? i --..H'y i ]].41 |
Was there any advertising by AT&T during the

540-9669

Ehat

Commonweal th
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conversion of equal access

& I don t have any knowledge of the specifi ocal
advertising that AT&T might be involved in any given
company ‘ territory
Q@ Can a carrier advertise on the ballot itself?

A There are some requiremants. I'm not in complete
understanding of Cthem 3ut T think the answer is, no
Dutaide of a certain two-line space allocated to each
rarrier, 1if they can manage to squeeze an advertisement
into that two-line space, I guess they can And T gue
there are parameters into what they can and cannot say

Q Does AT&T advertise within that space

A AT&T lists i1ts phone numbar in that spac
0 Does CLD advertise in that space
A To my knowledge, they did
R Could you reference your attention to
Commonwealth’s response to AT&T intert ogatory 77
A Do you have a copy of that? I don’t have it
Thank you
MR KENNARD : Your Honor, T ask that this be

1dentified as CTCO Cross Examination Exhibit Number 3.

(CTCO Cross Examination Exhibit Number 3 was

produced and marked for i1dentification.)

JUDGE KASHIT : S50 marked

BY MR KENNARD

HOIL.BERT ASSOCIATES { 7 7 ) 540969




IVE T 1 L Nag I)ui«) Al Lo L Ne i meLe&en o 2 | v (1
i (e U] ad b fore
would call the words lowest cost with no
monthly fee advertising
Q And AT&T has no advertising, 1mply publishe:
800 number
f | Lt s correct, as do 1rtually all of e ot
( AT 18T
Q Can a carrier reqguest Commonwealth 1nsert 3
Fut ! I D) saua A CE ( )N { LON
Pay I 'm not ure [ ’m U T vou ' re goilng o tel
N N h 1 CArre n But adon now t f
(4 Bl YT & ado that
A Not to my knowledge
Q Can a carraie undertake direct mailing durin
agual (O
¢ (S L. can
() Does AT&T or did AT&T during this period
- [ don’t know if Commonweal th did [ do AT&T
) 1 | -quw Cl mail i'l‘ﬂ!
Q ( | ( rrier undertake local Ivertising 1n
newspapers and radilio during equal access CONVersion.
o I <
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CLD’s market share that they

that

CLD Commonweal th and
offered these numbers up 1in
recall

To the extent that the

there, you’d see a similar n

vou would interstate I mea
ma of customers 1¢

Q@ %o you think the sh
it’s fair because the custom

equal S0 numpber of custome

less

more or

A Without having any

couldn’t

555

have maintained I

m ;,'__;'liv adcd

Commonweal th Long Distance
their annual report, if 1
re’s a full range of customers
umber of share of minutes as
n, but I don’t know what the
ort answer is, ye vou think
er volumes are probably fairly
re is going to equal minutes,

further information, I

say anything but yes

G Well let look at the information that is
available to you. [f you look at the response givaen b
Commonweal th to ATRT’ Lnterrogatory set 19 and which
AT&T minutes by use and year in Commonwealth’s territo

= R \Jh'

(|} Correct

A Um=hum

Q With response to set 2, number 85, which are
total minutes of use: corract

A Yes

A And 1if yvou were to compare AT&T share with
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| A 8] \ I hay e ] 1eve I hawve a wa
2 VET v 1Nd4d AR
(] Palmerton Telephone just got equal acct
<} noit
) ~ T belilewve (@)
& Q Do vou know what back up ANnd the rulé

you cite in your testimony were de

3 certitic tion of the resellei 2 ffiliate I that
) A Correct
10 (A What market share did AT&T get during the
J 1 access polling of Palmerton Telephone customt
| a You'd have to ask AT&T s market LNg depar
3 have no 1de
| 4 Q Would you please do that and provid that
L5 information as a data request
1 & MR. KEFFER 1’11 see 1if it’ availlable
7 BY MR KENNARD :
1 8 Q What, have vou reviewed statisti relata
19 10N by subscribers i1n local exchange cari
20 service territories whether it’ an affiliated rest
21 A The answer 1S no.
B So the figures demonstrated on page 5 (
parcent may be low by industry standards. They may
4 high You don’'t know I don’t mean by industry
51 standards mean, | comparison to other similat

HOLBERT ASSOCIATES 717 ) 5409669
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situations?

ral As you’'ve define it, in cases where there are
affiliated resellers, it’s feasible that they may be that.

A At the top of page 33, you talk about excess
charges being a dis~-incentive for other long distance
companies to market their services, Do you mean by othe
long distance companies? Other long distance companies
obther than the local exchange companies affiliater

A I’m sorry. Restake the question.

@ Who are you referring to on line 4 of page 33

where you use the phrase other long distance companies?

A Companies other than ATRT and Commonweal th I

mearn, you know, companies like MCI, Sprint

@ But CLD doesn’t pay exactly the same access
charges thalt AT&T does from exactly the same rate tables?

A T don’t know. I think vou’wve indicated that they
do. But T don’t know that for a fact, so.

B Commonweal th Telephone has told you 1in

interrogatories that they apply the same rate tables
CLD and AT&T and e&very obther IXC that serves the
territory?

A That's correct.

Q@ Do vou have any reason to believe it's not brue?

(&) T don’t have any reason to believe that it’s not

Lrue As you’ve just state that Commonweal th Long

HOLBERT ASSOCIATES (717) 540-9669
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992 had a 64.4 market shar

A But vou’re asking me

statements based on CLD’s mark

giving me that information.

haven’t calculated

Q 1

was availilable to you when you

T wouldn’t spring information

on cross examination. That’s

JUDGE KASHI: Off Lthe

(Discussion off the reco

8BY MR KENNARD :

Q One of the recommenda

Lo re-ballot all central

of that re-balloting?

A I have no ides.

Q Are yvyou aware of

any

United States which has been f

A I'm not aware That

happenad, but I’m not aware.

B Does this Commission

order re-balloting

A That’s a good questio
MR KEFFER: Tt " 1 1s0o A
JUDGE KASHI He tried
MR KENNARD : You nevel

e el
I
e, CoOl

to mak
et sha
I am
put to
on

youl

not fa

record
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office

axchan

orced

doesn’

have G

| ega |

know w

560
rect?

e assumptions, to make

re and you're not
simply following what
gether your testimony

that you hadn’t

sSeen

11

vou make would reguilre

What would be the

ge

to be re—-bsz

t. mean 1t hasn’t
wwrisdict

he 10N O

don’t kKnow.
aquest LOnN.

1th these
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1 8 I’m not sure of your question. It always on this
2| page appears first. I mean, am I wrong?
3 Q Yeah, you are. It only happens once in the

4 telephone book That page, this section, appears
> | contacting the long-distance telephone
6 A What you’re saying there’s another telephone book

that has this page that 1t doesn’t appear first”

8 Q No, there’'s only one phone book. There's only
9| oneg section like that in the phone book.

LO A On this page, it always appears first
11 JUDGE KASHI: What page is that, sir? Tt’s not

12 listed in your testimony

1.3 MR KEFFER: Well, since I have a handful of

14 | Commonwealth directories, 1t’s page 3 of the 2

15 JUDGE KABHI: Always listed first on page 37

16 MR . KENNARD: That’s what I was looking for,

17 | Judge

18 JUDGE KASHIT : Why didn’t you say that?

18 BY MR KENNARD :

20 @ Would yvou agree that the document I just handed

211 out is an accurate depiction of the page you’'rsa

22| referencing?

23 A Bad copy, but accurate.

24 MR KENNARD : I'd ask it be marked as CTCO CX 4
25 (CTCO Cross Examinatbtion Exhibit Number 4 was

produced and marked for identification.)
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astatement

(] Would vou please refe

=1 Top oFf 3] there’ that w

program Were you here during

Mr Burnside?

A No, I was not

Q@ Did you

examination?

A I did not.

@ You did not?

A No, I did not

@ What evidence do

VOu

that these two compa

3 discounting program?

D
o

Well we attached

Ve

number 4, page 33, a few subsi
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L | any Joint adventure or cooperative claims. What you’ve
2| said in your testimony is vou’'ve said joint and you've put

3 1t 1n quotation marks. Am I correct?

/1 THF WTTN“SS "(@,C,_
5] BY MR. KENNARD:
6 Q@ Is that the same then Jjoint that we’'re talking

/| about before that the Judge asked you about unless CTCO

8| says, no, vyou can’t do it on no unqualified terms, then

9 it’s joint?

1O A Well, I'm having a real problem.

11 JUDGE KASHT : Mr. Kennard, you’'ve asked him for the
12 | evidence that he has to support his claim of joint. And
13| he’s told you what it is.

14 BY MR. KENNARD:

15 @ Given that this kind of a marketing effort can be

16| done independently of the telephone company, AT&T, Mi
17 | Rozycki, could do the same thing off the same marketing
18| gimmick?

19 A 10 percent discount on Commonwealth local

20| service? I don’t know of any such thing.

21 B I’m not asking if vou know of any such thing

22 I’'m saying AT&T could, if it chose to, use the exact same

23| identical marketing gimmick because it doesn’t require any

24 | cooperation from the telephone company?
25 A I’m going to have to say I think you’re asking me

HOLBERT ASSOCIATES (717) 540-9669
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wmee i Who di I Aot

ko Yy OU KNOw 10 18]

Commonweal th Long Distance or Commonweal th
lephone Company

A You don’t know ‘ou Know the answer to youi
westion

A NO don’t know

Mf KENNARD : h no further guestion:

JUDGE KASHI Thank you M Kennard Nell . o
o | ) ¢ ( s N h / yOu i vou y
rowe can C 1t o 1t 1n the morning

MR KEFFER:: Well, Your Honor, have a f
hearing in the morning on & customer complalint case
iidn’t think this wa going to tal .

JUDGE KASHI That honestly upsets me You

ed Monday and Tuesday and set L A

we had four days of hearings We will recess an
Oact AN wWe | 1 i ( 15 minute: Anda 11 that L1 mi
W L] am back and do redirect We tand 1n re:q

(Whereupon v brief recess was taken.)
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(“7

came up with your discussion with Mr. McClelland and Mr
Kennard regarding access charges First of all, in the
analysis that you perform, did you make any adjustments at
all to Commonwealth’s identification of its interstate
costs 1n its part 36 study?

A No, we did not

B So when the FCC rules assigned non-traffic
sensitive cost to the interstate Jjurisdiction using eithei
SPF methodology or 25 percent allocator Aand I can’t
recall which is in effect right now We assume
Commonweal th did it properly., and we didn’t do any
adjusting to their interstate cost allocation?

&) That’s correct.

a Mr McClel land ask you some questions about how
common overhead cost are allocated in competitive markets.
Based on your economics background, generally, how does
Lthat occur?

[a Wall, one theory 1s and this theory tends to be
played out in reality is the notion of Ramsey pricing
And that is those services or goods that have -- they are
most elastic, get the lowest share of common and overhead
And those that are most inelastic, get the greater share

IfF I, as a consumer, have a lot of options and 1 can
pick other goods or services, and I will do that Then

the prices that are posed to me tend to be more closely

HOLBERT ASSOCIATES (717) H540-9669




related i ligned with costs than 1f I 'm buying a

mru;,uv_;:-;ﬂ.g Ot mononol

If it’s a monopoly or near monopoly, I can load up
t hé arhead 1T wanted becaust Lhe customer has few
) ] (Y1) ©

C M McClelland asked you some questions intende
to @licit the notion that the upper limit on access
pricing would be what is commonly referred to as
tand-alon cost

| ¢ mé turn thi L)¢ i ﬂ,y} round f(l.’ vVOLl |1
commonweal th’s ocal subscribers were equlired to pay the
tand-alone costs of Commonwealth providing service Lo
them, their local rates would be much higher Would thes

rnot

[& Y thay would be
[} Angd 1t’'s rue that acc provides a contribution

towards Commonweal th’s cost of providing local service?

A Today L L does And contribution comes fTrom
Lnterstate access the subscriber line chat ge out of Lhe
Lnterstate, intrastate inter-LATA access and intrastate
intra-LATA access So they ' re leased four sources of

ut 1 d Lo 3 i1al O nNe ] 1 Ne¢
() n i Lrue 1 1 Nnot thal 1 f Ly 2 ( ¢ 3
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A Mr. Kennard asked you a guestion. And in his
guestion, vyou made the point that Commonwealth has not had
a rate proceeding since 1978. Why do you think that’s so?

MR. KENNARD: Judge, I object that calls foi
spaculation.

JUDGE KASHIT : Speculation on his part. Sustailned.
BY MR KEFFER:

B All right You had an extensive discussion with
Mr. Kennard regarding what would constitute cost based
access charges. And 1t wondered all over the map.

And I want to see 1if I can nalil down a position
here. Clearly in your testimony, you’'ve made a3 cost
analysis based on fully distributed costs And that
appears on vour attachment 2 at column 3

If the Commission reqguired Commonwealth to set its

wccess charges equal to that revenue requirement, clearly,
you would consider that to be cost based access charges?

A Well, let’s get the record straight. There are
two columns here Column B are the revenus requirements
that are produced from Commonweal th Telephone Company’ s
own cost studies.

And, yves, 1T the rates were set at those levels in
order to collect $11.2 million revenue, that would be one
form of a cost based rate based on fully distributed cost.

In Column C, we’ve adjusted that to reflect a SLU

HOLBERT ASSOCTATES (717) 540-9669
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rate at 4.61 cents That rate was then pegged at
ratate Lo mirror the interstate CCL rate of 4.71

s 1in June of 1985 I think

]

Then later, 1986 time f

ame, Commonweal th reduce

Lhe

ol

rates to 4.33 cents per minute. The Company indicates

that was a reduction I’m no sure for what reason

it, again, mirrored the thesn current interstate, t
CClLL rate.
It is our understanding still -- and I’m not cle

his, Commonweal th disputes this -- that that reduc

he

al

T.ifl['l

primarily the result of the Tax Reform aAct of 1986.

@ The point is the initial rate went up and then it

down But it’s always been 4.33 cents per minute
er?
A Since then, it has been 4.33.

Q@ Mr. Kennard asked you a question about whethe

ess reductions at ATRT as seen from other local

ange companies have resulted in lower AT&T prices
service:

Have AT&T’s price reductions been less than accoe

Qr

I

folt

3 <

ctions, equal to amount access reductions, more than

s reductions or do you know?

Pa In the total, AT&T has reduced i1ts own rates

to

users i1n Pennsylvania by more than the total access

J

reductions 1ts received.

HOLBERT ASSOCIATES (717) 540-96&9
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and Family 1nvolves first of all get you become
f.he vou the custometr of th MCI become the 3]le
for MCI i1n gathering more customers S0 there’ s &
wdvantage in the way they do thal

But, secondly, it’s a discount on a p&r minu
phaone call basis Reach Out 1s entirely different
buy a block of time. One hour of calling, one hal
calling

Q Friends and Family depends on a cusbomet

establishing a calling circle?

@ And 1f MCI 1s willing to have customers i
Commonweal th territory be permitted to participate
those calling circles, that’s MCI’s busines:

3 Correacil

A And whether or not it’ profitable for MC

{ I have no (“ A7

A We have no 1dea

a M Kennard shoved something under your n
which was identified as 0CA Cross Examination Exhi
Number 4. I’'m sorry. Showed you an exhibit Do

recall looking at that exhibit? It showed that
Commonweal th’ overall rate of return was 8 dot 41
percent
a T do recall it Let mea e Lt T can put
HOLBERT ASSOCTIATES (7 ) 540 -9 ¢
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f irenw gain
(] And from 39 t¢ 20
A Thay grew.
(M) Then what happened
A In ’91 and ’92, they declined. 91 mea
decline Aangd in 9g declined substantially
Q enough on that
MR Can we just put these in the rec
MR KEFFER: I'm a little dicey about putt als!
ACCesSS modes Wi
¥ MR. KEFFER
@ M Kennatrd asked you some questions aboul
marketing and advertising efforts in Commonweal th
erritory And he showed you responses to AT&T i
Lo Commonweal th’ interrogatories, number 1 an ’
vou have those avallable?
3 NO a6 )T AS Ol I don 't
MR KENNARD Why don’t vou put them 1n
ommonwealth Exhibit
MR KEFFER ou HOoNoOt F o WIFDOSE " these
gquestions could we mark these response to question
Commonweal th Cro Exhibit 5 And response to 272
Commonwealth Cross Exhibit Number 6
JUDGE KASH I O marked
(Commonweal th Cros Exhibits Numbei v and 6 we
,“x"n‘ll- d and marked fToi 1dentification )
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of providing an additional increment [ncremental

count the increment as one unit of service, The

service long rung incremental cost look at the

ent of the total offering of the service and the
output. They do not include common and overheads

fully distributed costs

Q@ Would the same be true with regard to basic

ge costs in a relationship between total service

un incremental cost and fully distributed cost’

A T suspect so, ves.

Q Would you also advocate that basic rates ought to
based on total service long run incremental costs
than fully distributed costs?

A Yes, I would

(] And 1f all of that were done who would cover the
and overhead costs?

A Those common and overhead costs would have to be

buted among all Lhe ratepavers

(] S50 somehow, the incremental cost would also have

kK up those costs Lhen?

A Well, no The incremental costs would not pick

o) The revenues would pick them up, the rates. And

talked about earlier with Ramsey pricing, the notion
most competitors use this although they don’t know

Ramsey pricing, they will direct a larger percentage

HOLBERT ASSOCIATES (717 ) S40-9669
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onverted to a pulse or rotary-type dial Vas
G And, in fact, yvou don’t need touch tone service
to complete calls?
A Oh, no, not to complete calls
Q And you can then switch - you can then switch

from a service setting up calls without tones to a tone
and get all the access you wish of these various other
services like voice maill, like 800 numbers, etc

ral I think --

JUDGE KASHI: Without having touch tone service

THE WITNESS: res, I think so
BY MR. MCCLELLAND:

8 And, in fact, would you suspect that many
customers i1n the Commonweal th territory do not have touch
tone service?

A No, I would not suspect that Most people get

touch tone service today

Q Most, not all
A That’s correct, ves.
A So then is 1t an advantage to the customers to

have touch tone service because they can set up their

fa I think so, yves

Q Is 1t also an advantage to have the network to
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™ f NMNAS biect ( t he moti1o { tril
throuah 25 I balil1ev Ba 1cal l 2 1 ] i | er
the CLD portion of the testimony including attachment
JUDGE KASHI Do you wish to move your cro

MR KENNARD Y e Commonweal th would move 1n
Cross Examination Exhibits 1 through 6 noting that we

make coplies of 1 and distribute it to all the parti

TUDGE KASHT - What bout 5 and é Toln!
Those are the interrogatories 21 and
MR KENNARD : 21 was marked as Exhibit 5 And
TIDGH KASH] all ri1aht R¢ yived 1nt E e
evidentiary record without ot j’ri tion.
(AT&T tatemant Number 1 was
am it 1 1N evident )
( rCO Cross Examination Exhibit Numbers 1 throt
A ¢ ¢ admitt ed 1n evidence. )
TUDGE KASHT Aall I J\\ji"[i o the recor
(Whareupon, at 5:47 p.m L N nearing w

concluded . )
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