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Page 6 |Colloquy Page 8
1 TRANSCRIPYTY - REQUEGST: 1 MR. SMITH: William D. Smithtor‘lari.zon,
2 DBESCRIPTION PAGE 2 New Jarsey.
3 varizon annual reports filed with the BPY 46 3 M3. BENEDEK: Sue Benadek for Centuryldnk.
4 Verizon CLEC revanues reported in 10-Q and 4 MR, WHITE: Christophar Whita, Josa
5 undes what business entity 49 5 Rivers-Banitez, and Maria Novaa-Ruiz for rate counsal.
Document Mr. Vasington referanch a5
& ideantify and suppl transcnpta af 129 § "R WAND:  Deputy Attorney General Pavia
7 g?cseggig ’hz'éﬁ”ﬁrwi«a”@‘ici‘iw 7 tand on behalf of board ataff from tha Division of Layw.
8 8 MR. SMITH: With me today ig Ava-Marig
g 9 Madeam, counsel of record.
10 10 MS. BENEDEK: And with me, your Honor, is
11 ’ il cColleen Foley from Saul Bwing.
12 12 HEARING EXAMINER ASSELTA: Ara theye any
13 13 preliminary matters that naed to ba addressed before we
14 - 14 bogin?
15 15 MR. WHITE: We have one, Youx Honor.
16 16 Wo've mat and disoussed umong the parties,
17 17 we want to propose modi€ying the briefing achedule that
18 18 is laid out in the procadural srder and under that we
19 19 would propose to change initial briefs to Cctobar 2nd
20 20 and reply briefs to November lst,
21 21 This is dua to severa) factors, including
292 22 the order that was issued Yesterday requiring certain
23 23 documents be providad by July 25th. It would also
24 24 enable the parties to further oxplore settlamant
25 25 -negotistions betwsen the partius and we'd ask your Hopor
Colioquy Page 7 {Opening Statement Page 9
1 HEARING EXRMINER ASSELTA: Good morning, 1 to approve that modifieation.
2 aeveryone. My name iz Conmissionar Nicholas Assolta and | 2 HEARING EXAMINER ASSELTA: Okay. Approvec,
3 I will preside over these evidentiary hearinge in the 3 Bill?
4 nmatter of the Board's invaestigation ragarding the 4 MR. SMITH: I have no ohjocuo;{,
5 reclassification of incumbent local exchange carrier | 5 MS. BENEDEK: No objection.
6 services as competitive, Docket No. TX11090570. 1 HEARTNG EXAMINER ASSELTA: Doas any party
7 With me today is Deputy Attorney Genaral 7 wish to make a brief opening statement?
8 Alex Mergan who will be advising me on this matter and 8 MR. SMITH: vVerizon wishas o make ap
9 also Commissioner Jaanne Fox ias supposaed to attand and 9 opening statement. We will keop it am brief as
10 commissionsr Holden may alsc attand. 25 we'ra not geing |10 possible.
11 to wait for them. Wa're going to bagin. i1 M5. BENEDEK: And CenturyLink as wall,
12 Pursuant to N.J.S.A. 48:2-21.198, the Board, |12 MR. WHITE: And rate counsel asg well,
13 prior te detarmining whether 2 servica is competitive, 13 HERRING EXAMINER ASSELTA: My, Smith,
14 must at a minimum evaluata, numbar one, sase of market ;14 MR, SMITH: Good morning.
15 entry; number two, prasence of competitors; and, numbexr |15 My neme is William Smith and I an an
16 three, tha availability of like or substitute zervices |16 assistant genaral counsel for Verizon, New Jersey.
17 in the relevant geographic arga. 17 Ha are here thisz morning for Phase II of phe
18 Should the Board ultimately deam any service |18 Board's investigation regazding rTeclassification of
19 to be competitive, the Board would no longer regulate |19 jincumbent local exchanga carrier sarvices as
20 the rates or tarms and conditions of auch servicas. 20 compatitive.
21 In sddition to evidentiary hearings, the |21 Thank you for giving me tha cpportunity &g
22 poard will achedule three publia hearings in this matter |22 make thia briaf epeaning statement. During By statement,
23 in ordar to provide an opportunity for the public to |23 I will make rafergnce ko four confidential charts thae
24 comment. 24 we are now distributing to the partias that exacuted the
25 May I have the sppearances, please. 28 non-disclosure agresments. I will net mentien any
Min-l-Seripton JHBUEHRER & ASSOCIATES (2)Pages 6-9
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Opening Statement

Page 12

1 confidential data duzing my statement. 1 Comcast, Cablevision, and an evar-increasing array of
2 The purpose of Phase II of this Proceeding 2 other innovative compatitors have continued to take tans
3 is to reevaluata the oompatitivenezs of certain servicea 3 of thousands of lines and DA calls from Verizon since
4 and products that wers addressad in respective 4 the conclusion of the Phase I Proceeding .,
5 stipulations that tha parties and the board stars 5 For example, at the end of Phase I Verizon
6 reached at the conclusion -of Phase I. 6 controlled 100 percent of tha Lifeline customers in its
7 Pursuvant ko the Verizon stipulation, all 7 territery and receivad 100 porcent of Universal Service
8 mass market retail sesvices that wera still subject teo 8 Funding for these customers. Today the picture has
9 rate regulation were clasaifisd as competitive, axoept 9 changed drastically as wireleas BTCs have entered the
10 for four services: Residential basie exchange service, [0 amazket and are compating vigorously for these customers.
11 including usage; single-linag basic axchanga service; {1l As a result, Verizon now receives less than 25 Parcent
12 nonzecurring charges for installation of reaidential |12 of the USF Lifeline funding for Lifeline custoners.,
13 sarvices: and residential Da sexvices. 13 More than twanty years age whan it passaed
14 These four services which we rafer to in (14 the 1992 'ralocbmunicutions Aet, the New Jersay
15 rcestimony as Verizon‘s legacy landiine sarvices remained (15 legislature recognized that regulated carriers like
16 rate regulated but were subject to certain stipulated |16 Verizon would be facing this Eype of significant
17 allowsd rate incrasses aver a three-year pariod at the |17 competition and should be allowsd to compate on 2 lavel
18 discretion of Verizon. The atipulation provided for a 118 playing field with unregulated, nontraditional
12 raview of tha classification of the four legaoy landline (19 competitors.
20 services after three years which gave risa to this |20 That is why the New Jezaey lagislature sot
21 proceeding. 21 up a simple but effective test to datermine when, as a
22 This proceeding provides the Board with |22 mattor of aconcmics and sound publie policy, it makas
23 another opportunity to promote communications 23 senna to remove unnecessary rate ragulation and allow
24 competition te thae benefit of tha New Juraey consumaers 24 the market to establish the appropriate ratas for
25 and to further the Board's laadarship in the 25 services that have been found to bha compatitive.
Opening Statement Page 11 | Opening Statement Page 13
1 ocommunications industzy by continuing to recognize the 1 That test has threa prongs that tha Board
2 profound impact that competition is havirg on the stata. 2 has repaatedly applied without addition or supplemantal
3 Almost four years ago in the order approving the 3 exiteria in past reclassification proceadings,
4 stipulations, the Board spoecifically found that it ias 4 The firat prong of the teat, acase of market
5 evident that sufficient competition exists to relieve 5 entry, is conclusively satisfied by the fact that
6 both Verizon and Embarg from the Board's existing € existing and potential CORPAtitors have besn successful
7 regulations for mass market ratail services articulated 7 in entering the market and expanding tha acopa of the
8 in the stipulations. B services that thay offer and increasing the scala of
*] By the conelusion of this hearing, the 9 their businezsas. As noted, the antey of the wireless
10 evidance will demenstrate that there is now mora 10 ETCs since the conclusion of Phase I i3 just one good
11 competitive entry and growth, more competitors in the |11 sxample of how innovative carriera have continued to
12 market, and more substitution for lagaocy landline and DA |22 ugek compatitive opportunities in Now Jersey and are
13 services than there ware four Yoars ago as customers {13 providing altexrnatives to Verizen's residential basic
14 have continued to adapt the tachnological inneovations te |14 exchange service customers.
15 their individual communications naads. 15 The sacend prong of the teat, the presence
16 The evidence will also make clear that the 16 of competitors + is easily satiefied fox Varizan New
17 communications industry in New Jersay continues to ba |17 Jarsay's legacy landline gervices. As I‘'ve already
18 subject to an sver-increasing competitive pressures as |18 indicated, there is an array of hoth traditional and
19 traditional oarriere, like Verizon, face direct and 19 nontraditional compatitors that ara vigorously competing
20 wunrelenting competitive pressure From an array of 20 for Verizon's legacy landline and ragidentia)l DA
21 established and new servicae providers and asrvicas, |21 services. Competlitive carriers, wiraeless carriers,
22 including cable television providars, wirslass 22 cable companies, and VoIP providers are all present ip
23 providers, VoIF providers, and wall-sstablished CLECs. [23 HNaw Jersay.
24 These competitors which include Vonagea, 24 Tha aevidence in this cage will damonserata
25 magicdack, Skype, a divigion of Micresoft, ATET, Sprint, |25 that these compatitive carriers now control ovar
Min-1lSeripioe JHBUEHRER & ASSOCIATES (3) Pages10- 13
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Qpening Statement Page 14 |Opening Statement Page 16
1 50 peroent of the lines to Hew Jarsey's 3 million plus 1 in charge and customers are driving companies to invaest
2 households. Thia evidence is summarized in Chart A. Ao 2 and innovate in figuring cut how bast to meet customera’
3 can be seen from a small red slica on the pie chart, 3 evolving needs and demands. As a reault, VoIF carriars,
4 only a small parcentagae of the households in New Jargey 4 auch as magicdack, and wireless carriers, like PTracFone,
5 continue teo purchase Verizon's legacy landiine sazvices 5 have entered the market to conpata for low income
6 that are the subject of this hearing. 6 customers, while ap axray of aatablished compatitive
7 The recoxd will show that the third and 7 carriers, such as Comeast, Cablevision, and aTeT
8 final prong of the tast, availahility of like or 8 wireless, continua to innovata and take lines from
9 substitute gservices is also easily satisfied, The 9 vVerizon's legaey landline business as in demonatracad in

10 evidence of Verizon‘*s line losses to conpetitors 10 tha chartcs.

11l demonstrates conclusively that subatitute sexvices are 11 Finally, the scopa of this Proceeding nust

12 readily available for legacy landline servicaes that are {12 be kept in parspectiva. While outdated legacy rulas and

13 under review in thias proceeding, 13 regulations should be eliminated so that incuzbant

14 In fact, in the past ten years Verizon has 14 companies can competa on a level playing field with

15 lost four times more residential legacy landlines than |15 their numerous nonregqulated compatitors, these ara

16 4t currently has in service. Chart B clearly 16 issuss for ancthoer day.

17 demonstrates the significant loss of rasidential basic |17 The Board initiated Phase IT for the sole

18 exchangs lines. Chert C demonstrates the significant [1B purpose of svaluating whethex any of the few remaining

19 toss of single-line business basic exchange sexvica |19 noncompetitive services should ba daclarsd competitive

20 1ines and Chart D demonstrates the astounding decline in |20 and free from rate ragulation and whethor any

21 calls handled by Verizon's directory assistance 21 competitive services that rate 1 challengad should

22 operators. 22 be found to ba noncompatitiva and subject to rate

23 This overwhelming evidenca of competition [23 raegulation in this phase.

24 also belies rate counsel's efforts to mova policy 24 Thus, this proceeding doas not alter things

25 backwards by arguing that certain cospetitive vertical |25 such as Veriszon's PAR-II cbligations, tariffa, or the

Opening Statement Page 15 [Opening Statement Page 17
1 aservices, such as call forwaxding, should be 1 Board's telecommunications rulaes. All that happens if
2 raclassified as noncompetitive and subjact te future 2 the Board finds, as it should, that Verizon legacy
3 rate ragulatien. 3 landline and residential DA services, as woll as itgs
4 In fact, no matter what arguments rate 4 varticsl services, ara gompetitive is that auch sarvices
5 counsel may asesk to enploy to confuse the issues in this 5 would not he subject to rate regulation.

6 case, it will be impossiblae to get around two mimple [ Thank you. This ends my statement.

7 facts: 7 HEARING EXAMINER ASSELTA: Thank yau.
8 First, thae demand for traditional legacy | B Lot the recoxd show Commissionar Fox has
9 landline and DA servicas had been dropping like a gtonae 9 entered the hearing.

10 since the early 2000s and that trend has continued as 10 COMMISSIONER FOX: And missed most of the

11 new competitors and services enter the market. Indeed, |11 tastimony.

12 if there were no substitutes available for Verizonts |12 HEBARING EXAMINER ASSELTA: Cantury,

13 iegacy landline services, as rate counsel contands, then |13 MS. BENEDEK: Thank vou,

14 cthe demand for those services would have been static or |14 Good morning, Commigeioner Fox, Commigsicnar

15 hsve grown along with the population in New Jersey, But |15 Asgelta.

16 the charts I have diatributed clearly zhow that the 16 My name 1s Sue Benedek and I am senior

17 demand for residential basic exchangs servica, 17 counsel with CentuxyLink New Jersey. We commend the

18 single-line businesa basic exchange service, and 18 Boaxd for ite continuing afforts to examine whather all

19 residantial DA services has daclinad sharply in recant |19 pazticipants in the telacommunication market, including

20 vyears. 20 my client, tha ILEG, Centurylink, which, along with its

21 Second, the demdnd for substitute means of 21 customers have -- that they have ruguiatory Elexibility

22 communication has baen growing by leaps and bounds., In |22 as authorized under New Jarsay compatitive

23 fact, even rate counsal racognizas that a fundamental |23 classification statute.

24 rzevolution has reshaped the way in which customers (24 We thank the Commissicners, wa thank DagG,

25 communicate. It is readily apparent that customgrs are 125 and staff for giving us this opportunity end this time

_

Min-D-Seripte JHBUEHRER & ASSOCIATES (4) Pages 14 - 17
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Opening Statement Page 18 jOpening Statement Page 20
1 to do an opaning statement. 1 broadband providars and an average of meven, that is
2 I want to acho -~ I have twe points. I want 2 seven wireleas broadband gurvice providers available,
3 to acho the commants made by Varizen regarding the three 3 oevery single one of our exchanges,

4 oriteria. We bolieve that the statuta -« that the New 4 Comcast, Cablavis»an, Service Elactriec cover

5 Jarsey Board must ensurs that the New Jaraay compatitive 5 over 99 percent of ths square miles within our

6 statute is honored as written. The criteria 6 exchangas. Wireless service ia widely available

7 uncomplicated should not be expanded to include 7 throughout the service ares. with over 99 parcent

8 additiocnal requiremants, aither directly or indirvectly 8 coverage in our New Jersey market,

9 via how the criteria are applied as rata counsel has ] Additionally, wiznless Lifeline providess in
10 recommended. 10 waw Jexsey now receive 75 sexcent of the low incoma
11 Sscond peint: The Board should continve te |11 support from the faderal Lifeline fund which ILECS
12 conplate the work beagun in tha Phase T proceeding and [12 :saceive only the remaining 25 percent, Roncable, VoIP
13 deem the four remainihg rate regqulated sarvices of |13 providers ara ubiquitourl: available ang offor
14 cCenturyLink, the R1, the Bl, installation charges for |14 rasidential phona plans Tangrag from $4.95 to $19.95 par
15 tha R1, and directory assistanoe competitive and keap [15 month based upon the featv.as and othar tarms of
16 the services that ware daemed compatitive from Phase ¥ |16 offerings. They offar busini.s plans zanging from §15
17 as competitiva. That's the relief we are asking. 17 to $39.95. Wa have that i Exhibit MDH-14.

18 The reason we are asking for that is New |18 The record dewonstrates that daclining

19 Jersey today includes a vibrant and compatitive 19 access linas for both standalone and bundle servicas,

20 telecommunications landscape consisting of a widae srray |20 that based upon reporting -“ata since that Phase I

21 of mass market competitors. As Veriron noted, we have |21 proceeding, ainoe tho procenling with the order that waa

22 traditional CLECs, cable companies, wiraless carriers, 22 ontersd in ‘08, consumers hive been loaving CenturyLink

23 vVoIP providerzs. 23 in droves. 1It's bean a steady flow of cuatomers

24 By way of raference, CenturyLink in Naw 24 anlecting other providarzs of «nbstitutable services in

25 Jersay, which serves the northwastern parts of the |25 our marcket.

Opening Statement Page 19 | Opening Staternent Page 21
1 state, we have approximataly today 118,000 access linas 1 Contrary to rats _cunsel's azsertions, thae
2 depending upon how ¥ou count an access line. When T 2 recoxd clearly demonstrates th:t cable conpanies competa
3 started with the company aleven yeara ago, it was 3 in the communications -- ag bz commnications provider
4 245,000, 4 for any and all CenturyLink customers, They can sarve
5 Canturylink now serves only a little moce 5 irrespastive of wheother tho customer currantly purchasesa
6 than 56 parcent of the rotail residential households € a bundle service or a stancialone service from
7 within cur northweastern portion of our footprint, 7 CenturyLink. And you will hear throughout thig hearing
8 That's Exhibit MDA-5 in the tastimony of Mark Rarper. 8 what is the product market. the standalona concept
> ] Thus, 44 percent of the housshoids in our S wversus a bundled sarvicae,

10 1little service territory do not purchasa any services |10 It is our peositica that cable compates for

11 from Centurylink. Compatitors with like or 11l any and all. They'ra not out thers compating for one.

12 substitutable retail business services are present. 12 The markat has to be defined to "ot be 20 nazrow. Based

13 That market has baan preanpt for many many years, And 13 on reporting data, meaning the Jdata that customers when

14 as demonstratad by the fact that we hava eroded in oux 14 they leava u%, We report nutLers which is what wa can

15 -- businass access lines have eroded by approximately |15 know of what they leave, in Exhibit MDR-9. Cable

16 40 percent, as Mrc, Haxrper testified in the prefiled 16 companies ara the top requastors of the nunbar that goes

17 restimony which you hava, Comnmisgioner, and aleo which r |17 with the customer for CanturyLink's customers,

18 will get to Commissioner Fex shortly, 18 Simply stated, every tima a CenturyLink

1% It defies logio and ignores reality that |19 besic xesidential customer chooses te purchass XFINITY

20 this declina in Centurylink's residential and business 20 woice or a similar service fyem another cable provider,

21 1lines results from any other raason than a thriving |21 it demnstratas the servica iy substitutabla, that they

22 warketplace in New Jarsaey. Moreover, based upon the !|22 are in that same market.

23 data provided by broadband pxoviders and pertinent to (23 Finally, numerous alternatives and mathods

24 New Jersey every CenturyLink exchange, that is avary |24 of accessing DA sexvices are available in New Jersay

25 exchange had anywhere from three to nine wireline 25 today. With the highest percentage of broadband

Min-E-Scripte JHBUEHRER & ASSOCIATES (5) Pages 18 - 21
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Opening Statement Page 22 | Opening Statemant Page 24
1 c¢onnections in the nation s, 718 pazrcant, New Jersay 1 basic stande'sne markets. What is charactorized as loss
2 consumers ara well-suited to ba Ffamiliar with and 2 is after migration to ancther Verizen or CenturyLink
3 utilize internet bazed DA competitora. Moreover, with 3 preduct which does not provide competitive pressure.
4 wireless phones nearly ubiquitous among the Wew Jersay 4 2gain, this is reflevted in what wo will
5 population, tha ability to dial 411 on a wireless phona 5 show is the i:elasticity of the sarvices sought to ba
6 on other networks other than the ILEC ara familiar to € raeclassifiad,
7 wmany New Jersey citizens. 7 Trora needs te ba & sizable core of lagacy
8 In sum, the Beard should remain consistant 8 landlines tnut nead protection. They inolude the
9 with prior reclassification orders and apply only the 9 elderly, f£ix.’ income, those in sural areas, They are
10 three criteria as written, requeat to create naw 10 wvulnerabie ow.t they need tha protection of this Boaxd,
11l orxiteria or expand the axigting oritearia by squeeszing in |11 #nd wa think when you look at the antire
12 new requirements or how itlg zupplied should ba presptly |12 record as u whole that the four rate regulated services
13 resscted. 13 sheuld remair rate regulated and additional services
14 As the racord amply demonstrutes, the rate |14 that are aor compatitive should ba reclasgified.
15 regulated CenturyLink retail sarvices, the four that ¥ |15 Thank you very much.
16 discuesed earliax, plus what had been deamed competitiva |16 SEARING EXAMINER ASSELTA: Thank you.
17 in Phase I, should ba affirmed by this Board. 17 ANy questions, Commissionecrs?
18 Thank you very much for this opportunity, 18 ki WHITE: Commissioner, I have axtra seta
19 Commisaionera, and DaG, thank you. 19 for the oth, :: commi gzioners if thay want to have
20 HEARING EXAMINER ASSELTA: Let the record |20 binders,
21 show that Commissioner Holden has now enterad the 21 HERRING EXAMINER ASSELTA: Sura.
22 hearing. 22 B Staff, is there any opsning atatement?
23 Mr. White, 23 R. WAND: Nc opening statement,
24 MR. WHITE: Good morning, Commissicners. |24 Commissiong: .
25 HEARING EXAMINER ASSELTA: Good morning. |25 “EARING EXAMINER ASSELTA: Thank you.
_O-pening Statement Page 23 |Coltoquy Page 25
2 MR, WHITE: Rate counasal beliavas that the 1 TOMMISSIONER FOX: ‘The attorneys for
2 four core servicaes that axe issued in this proceeding 2 companiaes, s Mr., White commanted about standalone
3 should raemain ratae regulated, that vertical features 3 voice servicau s that alimination of rate ragulation
4 should be reclassified as rate regulated, that 4 would eliminnte landlina vaice sexvices, dp your have a
5 multi-line business of CenturyLink should be 8 position on thak?
6 reclassified as rate ragulated as wall, \ & +R, SMITE: Can you repaat?
7 The zalevant product market and gaographic 1 COMMISSIONER FOX: What Mr. White said was
B market should be limited ms advocated by rate counsel. B if we slimiaave rate ragulation for tha basic service
9 Rate regulated mecvices are inelastic, and ILEC carriers 9 that you could, in faect, and I think this is true,
10 hava market power which is the ability to sustain priee |10 eliminate astandalone voice sarvies that people aight
11 incraeases and any loss of customer doas result in 11 have to takea a bundla.
12 overall loss of ravenue. 12 HR. SMITH: Mr. Vasington is my witnesa
13 Competitive safeguards raquire carriers to 13 addressing that in detail bue, you kacw, basically what
14 offer standalone basic service which is 3 protectad {14 we will be duing is looking at what, you know, the
15 service undar cur statute. Rate requlated services when |15 marketplaca ia looking for as a way of preducts and
16 so0ld as part of a bundle, they have to offar standalone [16 services. If thore's a market for standalone basic
17 service te customers. 17 service, T would think that wé would continua to provide
18 The elimination of rate regulation for these |18 it. and that's, you know -- the view of My, Vasington
19 services would assentially ond thae cbligatien to offer |19 can opine more on it as our expert witnass.
20 standalona servica to customars. There are a 20 HEARING EXAMINER ASSELTA: Let's ge to your
21 significant number of customars in Naw Jarsey that only |21 witness.
22 want standalone. 22 MS. BENEDEX: May I, your Honor, real quick.,
23 Verizon centrols 97 percent of the 23 As in terms of framing the answar to that quaation, the
24 standalone voice market, 84 percent of tha standalone [24 relationship hatwaen the Board and the YLEC, my eliant,
25 VvoIP market. CenturyLink controls the vast majority of (25 or Verizon, doesn't 9o away with compatitive
— |
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Colloquy Page 26 | Colloquy Page 28
1 elassification. And so, You know, the regulations as 1 Baldwin and Sacah M. Bosely, public version, marked for
2 applicable, the PAR plans that my client and Verizon | 2 identification.)

3 - have, there are other requirements. 8o I don't =- I 3 {RC-3A, Rabuttal Testimony of Susan M.
4 don't know how to answar Your guestion, I don't have & 4 Baldwin and Sarah M. RBosely, confidential varsion,
5 erystal ball, but that ralationship would seem to 5 marked for identification.)

6 praclude sort of drastic changes, but it would give 6 {RC-4, Verizon mixed public and confidential
7 us =- but would give us tha pricing flexibility to 7 discovery Tesponsesa, marked for identification.)

8 compete I mean which wa desperitely neod. 8 (RC=S, CenturyLink mixaed public and

9 MR. SMITH: Right. And; Commissioner, may I 9 confidential discovery respenses, marked Eor

10 alss add, a» I said also in my opening statemant, and aa |10 identification.)

11 Sue was just maying, we are subjact te all of our 11 HEARING #XAMINER ASSELTA: Okay, Bill.

12 obligations under PAR-II and we have the tariffs and 12 MR. SMITA: And, Commissioners, what you

13 what could be a complicated legal ‘quastion, how to you 13 nhave in front of You for Varizon what Mr, Vasgington has

14 untangled those current cbligations which is certainty |14 in front of him is his dirsct, reply, and rebuteal

15 involved. 15 testimonies. You have the propristary and the publice

16 COMMISSIONER FOX: Thank you. 16 varsions. And if you look at the upper left-hand

17 HEARING EXAMINER ASSELTA: Mr. Smith, would |17 cormer, you'll see the exhibit munbers that atarts wieh

18 you like ta call your witness? - 18 exhibit Varizon Haw Jersey 01C for confidentia) and o1p

19 MR, SMITH: Yas, .- 19 for public and so forth. That's the tastimony for

20 I would like to call Paul B. Vasingten te |20 Me. Vasington.

21 the stand. 21 (VHJ-01C, Dirsct Testimony of Faul n.

22 MR. WHITE: Commigsicner, should we identify |22 Vasington, proprietary version, markad for

23 the oxhibits that wa've already premarked and given to (23 identification.)

24 you. 24 (VNJ-01P, Dirsct Tastimony of Payl B,

25 HEARING EXAMINER ASSELTA: Yas. 25 vVasington, publio version, marked for identification.}

Colloquy . Page 27 | Direct - Vasington Page 29
! v TRXRE Fow Tata cowssel Exhibit 1, 1 | (VNI-02C, Reply Testimony of Paul B,

2 is the initial testimony. Exhibit 2, 2A is the reply. 2 Vasington, proprietary version, marked for
3 Exhibit 3, 3A is the rebuttal. The firat one is the a identiﬁcation.)

4 rodactaed and tho secend one §s the confidential. We 4 (VNJ-02P, R&ply Testimoay of Paul B.

® have discovary responses for CenturylLink which is [ . Vasington, public version, marked for identification.)
6 Exhibit ¢ and discovery responses for Vaerizon, & (VNJ-(BC, Rebuttal Testimony ofPaul B.

7 Excuse me. It's reversed. Centurybink is | . Vasington, proprietary version, marked for

B five and Varizon im four. And those aras our pramarked 8 identiﬁcation.)

9 exhibits. 9 (VNJ-03P, Rebuttat Testimony of Paul B.

¢ And we had ona change to the initial |3, Vasington, public version, marked for identification.)

11 testimony which I distributed to you and Alex Moreau and 11 PAUL B. VASIN GTO N, Director,

12 the court reporter one small changa. 12 State Public Policy for Verizon, having a business

13 (RE™1. Initial Testimony of Susan M. Baldwin |13 address of 125 High Street, Oliver Tower, Boston,

14 and sarah M. Bosely, public version, marked for 14 Massachusetts 02110, having been duly sworn by the

15 identification,) 15 Notary, testified as follows:

16 {(RC~1A, Initial Testimony of Susan M, 16 DIRECT EXAMINATION OF MR, VASINGTON BY MR. SMITH:

17 Baldwin and Sarah M. Bosely, confidential version, |17 Q. Mr. Vasington, state your full name, business

18 narked for identificatien.) 18 address, and business title.

19 (RC-2, Reply Testimony of Susan M. Baldwin {19 A, My name is Paul B, B as in boy, Vasington, V, as

20 and Sersh M. Bosely, public version, marked for 20 in VECtOI', a-s-i-n-g-t—o-n.

21 identification.) 21 My business address the 125 High Street, Boston,

22 (RC-2A, Reply Testimony of Susan M. Baldwia |22 Massachusetts. And my title is director, state public

23 and Sarah M. Bosely, confidential veraion, marked for |23 POiiCY

24 identification.) 24 MR. SMITH: Mr. Vasington is availabje for

25 {RC-3, Rebuttal Testimony of Susan M. 25  cross-examination.
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Page 30

CROSS-EXAMINATION OF MR, VASINGTON BY MR. WHITE:

Q. Thank you.

Good morning, Mr. Vasington. How are you?

A. Good moming. Doing well.

Q. Good.

You filed direct, reply, and rebuttal testimony
in this praceeding. Correct?

A. Yes.

Q. When were you contacted regarding providing
testimony in this proceeding?

A. It was in the fall. 1don't recall what -- what
month, but it was in the context of the provisions of
the settlement approved by the Board in 2008 provided
for a review three years later. So I was contacted with
the indication that that time period was coming up and
that the Board would probably be opening a new
proceeding.

Q. And when did you start preparing testimony for
this praceeding?

A. Boy, I don't recall an exact date. It was around
the time that the docket was open. [ don't remember
exactly.

Q. Subject to check that's about October?

A. Subject to check, sure, that's sounds about
right.

Cross - Vasington
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from you, we have to look to various different people
within Verizon to get responses. So in that process we
have to identify other people who we need to seek
information and data from.

Q. Do you have an estimate of how many hours you've
expended to basically compile your entire three pieces
of testimony in this case?

A. Oh, boy, no, not off the top of my head. I mean
we had three pieces of testimony, several hundred pages
of testimony, your witnesses' testimony was three pieces
around a hundred pages or more each time so it was atot
of time spent reading and drafting, And the three time
periods just before the filing of my three pieces of
testimony, you could say full-time and then some for
drafting. [ couldn't tell you exactly how many hour.
that would be, but it's a tot of work. 31

Q. Now, did - did you draft all your own testimony
or did you have assistance from people from your staff
that did initial drafts and provided those to you for
review and edits?

A. No. 1did all the initia! drafis and then |
provided it to other people for edits and review.

Q. So essentially you were responsible and did, in
fact, write each of the three pieces of testimony that
you submitted here today. Correct?

Cross - Vasington Page 31 | Cross - Vasington Page 33

1 Q. So shortly thereafter you started preparing to 1 A Yes.

2 file testimony in this proceeding. -{ 2 Q. Do you own stock in Verizon?

3 A. Yeah. I mean we started preparing the data first| 2 A. Yes,

4 and then [ started writing testimony after that. 4 Q. Do you participate in a -- in a bonus plan with

5 Q. Okay. How many people did you have assist youin | 5 Verizon?

& that? 6 A Yes,

7 A. Well, the attorneys have some input into the 7 Q. Do you get --

8 drafting of testimony and there are probably halfdozen | 8 MR. SMITH: Objection, your Honor.

5 other people who touched at some point data sets or | o HEARING EXAMINER ASSELTA: wu._,
10 editing with drafting. 10 object also first. For clarification, Mr. Vasington,
11 Q. Butyou started out with data sets. Correct? 11 have you adopted all your testimony as filed?

12 A. Started out with compiling data sets, yes. 12 THE WITNESS: Yes, sir.

13 Q. How many people worked on that? 13 HEARING EXAMINER ASSELTA: sy tun
14 A. Ithink in the first instance there were two 14 MR. SMITH: Your Honor, I object.

15 people directly involved in that. I'm not sure how many |15 I'm not quite sure what the relevance of

16 people they contacted to also work on it. 16  this to any of his direct or reply or rebuttal. It

17 Q. So you delegated that to those individuals to 17 seems to be outside of the scope of testimony.,

18 compile data that you would need for this proceeding. |1s HEARING EXAMINER ASSELTA: Exphiin thar,
19 Correct? 19 Why are you going that way?

20 A, Yes. 20 MR. WHITE: Well, to the extent that he has
21 Q. Did that number grow during the other phases of {21 financial interest in Verizon stock, he has financia)
22 this proceeding? 22  interest and that's appropriate to go into on

23 A, The number of people helping out? 23  cross-examination whether it could effect his testimony,
24 Q. Yes. 24 whether he would profit depending on how this proceeding
25  A. Yeah, because once we started getting discovery |25 came out. So it's an area that's legitimately J
Min-ti-Seripti JHBUEHRER & ASSOCIATES (8) Pages 30 - 33
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1 appropriate for cross-examination. 1 increase rates, is that correct, for business cut lines, |
2 HEARING EXAMINER ASSELTA sustsined. | 2 single-line business? '
3 Move forward. 3 A. Well, you started your question with multi-line |
¢ BY MR. WHITE: 4 and finished with single-line. ,
5 Q. Now, you participate in a bonus plan. Correct? | 5 Q. Well, single-line is what we're taiking about for
6 A. Yes. § Verizon because muiti-line is not in this case for
7 Q. This is a different question. 7 Verizon. So let me rephrase that.
8 Do you -~ as part of that bonus, did you get paid| s Let's limit it to single-line business.
8 in stock? . 3 Is it correct?
10 MR. SMITH: I'm going to object again. I |20 A. Rephrase the question.
11 thought you sustained instead of overruled my objection |11 HEARING EXAMINER ASSELTA: rephese e
iz so. 12 question again, Mr. White.
13 HEARING EXAMINER ASSELTA  juxmsweri |13 Q. Ms. Baldwin did analysis for single-line business
14 the best you can. 14 for Verizon. Correct?
15 A. No. My bonus is not paid in stock. 15 A, Yes.
16 Q. I's all paid in cash or deferred comp? 16 Q. And her conclusions about that, number one, was
17 HEARING EXAMINER ASSELTA: wmuwe |17  inelastic and also you were able to properly raise rates
18 compensation let's say, 18  without losing revenue, is that correct, in her
19 Mave forward, please. 19 analysis?
20 Q. That's fine. 20 A, Her analysis in her rebuttal testimony was that
21 You state on page 2, lines 1 through 5 of your |21 the single-line business services is refatively
22  initial testimony that you looked at three criteria. |22  inelastic and [ think she said that we're both able to
23 Correct? 23 increase our revenues and to increase our profits which
24 A. Let me get there. 24 are not necessarily the same thing. 1 don't think that
25 Yes. 25 price elasticity is -- determines whether or not a

Cross - Vasington
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Page 37

1 Q. These are the only criteria that you looked at in | 1 service is competitive. But in any event if the purpose
2 your direct testimony, Is that correct? 2 of that analysis is to say that we can raise rates to a
3 A. That is correct. 3 level where we're going to generate monopoly profits, [
4 Q. And you did not do any analysis of whether 4 think the Board shouldn't be concerned about that;
5 Verizon has market power, did you? 5 because if you look at our business rates from the 2008
6 A. Yes, | believe [ did. 6 stipulation, we were allowed to raise rates to certain
7 Q. And where is that? 7 levels in that stipulation and we didn't even take
8 A. My whole testimony. I clarified that in the 8 advantage of all that freedom for business services, So
9 rebuttal testimony where rate counsel's witness in their | s  we left revenue on the table already for competitive
10 reply said that I didn't make any evaluations of market {10 reasons. So there really isn't a concern that we're |
1t power and [ addressed that pretty squarely in my final |11 going to be able to generate monopoly profits in the
12 round of testimony. 12 business or residential customers.
13 Q. Didn't-- you addressed residential service and |12 Q. Market power is not one of the three criteria
14 whether or not you did analysis for residential. 14  that you identified that should be looked at in this
15 Correct? 15 proceeding in your initial testimony. s that correct?
16 A. ldid an analysis of all four of the legacy 16  A. No, not really because I think what I said jn
17 landline services, most of which are residential but |17 my -~ I know what I said in my testimony was that the
18 alsoinclude single-line business. 18 three criteria together constitute a pretty good test of
13 Q. And Ms. Baldwin did an analysis of business as |19 market power.
20 well. Right? 20 Q. What about market share, is that relevant? Is
21 A. Yes. She did the four services at issue, plus 21  that one -- strike that.
22 discretionary services, plus multi-line business for 122 Is market share one of the three designated
23 CenturyLink. 23 criteria in the statute?
24 Q. And her determination of the multi-line business {2¢ A No, it's not. And the Board has already said in
25 is it was inelastic and that you were able to properly (25 earlier orders that market share has limited use in this
Min-U-Scripii JHBUEHRER & ASSOCIATES (9) Pages 34 - 37
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Page 38

context of applying the statutory criteria, | explained
in my testimony that market share information can be
valuable to the extent that it demonstrates compliance
with the three criteria. But in and of itself, it's a
static picture of a point in time that has limited value
in a market power study, especially when you're talking
about an industry with rapid technological and market
changes.

Q. Okay. On page 2, lines 14 to 20, you state that
the four services of which reclassification is sought
are now referred to as legacy landline.

Is that correct?

A. Yes.

Q. These four services are part of mass market
services. Correct?

A. Correct.

Q. Did you forecast demand for services in the local
market, including basic local service?

A. No,

Q. Did you produce elasticity studies and economic
quantitative analysis for each of these four services?
A. In effect the three criteria being evaluated are
supply and demand elasticity studies. I did not do a
quantitative assessment of price elasticity of demand.
[n other words, I didn't try to say if price goes up by

Cross - Vasington
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Page 40

what governments are.
Q. See your direct testimony at pages 3 and 4.
A. Okay.

MR. SMITH: Do you have a specific,
Mr. White, line references for those pages?

MR. WHITE: No. ! just have three and four,

I am handing the witness some documents
we're going to mark as Rate Counsel Exhibit 6 and there
are four documents in here. 6A which is the Verizon SEC
10-K, Verizon financial reports, Verizon quarterly
reports, and CenturyLink 10-G. This will be marked Rate
Counsel Exhibit 6.

[fyou give us a fev. minutes so we can
distribute them.

HEARING EXAMINER ASSELTA: Sure,

(RC-6, Verizon SEC 10-K, Verizon financial
reports, Verizon quarter!y reports, and CenturyLink
10-Q, marked for identification.)

MR. SMITH: Mr. White, am 1 correct as far
as the documents in front of me relate to Verizon that
they are documents related to - [ see -- ip's Verizon
New Jersey, Inc.

THE WITNESS: Qne of them.

MR. SMITH: One of them. The other is
Verizon Communications and the PowerPoint is --

Cross - Vasington
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1 X percent, demand will decrease by Y percent. 1 MR. WHITE: [s the first quarter reports of

2 In these types of proceedings typically supply | 2 2012 earnings of Verizon Corp,

3 elasticity and demand elasticity are more qualitative | 3 MR. SMITH: So two out of three are Verizon

4 assessments. Supply elasticity is the willingness and | 4 Corp. which is not a part of this proceeding.

5 ability of competitors to provide additional services or 5 THE WITNESS: Vou gave me CenturyLink.

6 additional scope and scale of services. Demand 6 MR. WHITE: Keep it, it's part of the

7 elasticity is the willingness of customers to switch to 7 exhibit.

8 these other substitutes. 8 MS. BENEDEK: Maybe.

9 So in the sense of the terms elasticity studjes, 9 MR. WHITE: Because the exhibit covers al]
1¢ 1did do that for supply and demand elasticity. Butfor (10 three and I will use it again when CenturyLink is a
11 quantitatively trying to estimate the price quantity 11 witness.

12  reiationship, 1 did not do that. 12 THE WITNESS: Fair enough.

13 Q. And to determine whether a product is a 13 BY MR. WHITE:

14 substitute is some type of quantitative analysis 14 Q. Now, if you go to Verizon New Jersey document
15 required? 15 which should be identified as page | of 50 which is 6A
16 A. No. 16 and if you go to page 43 of that document.

17 Q. That's your opinion. 17 A. This is the one for the vear end 2003,

18 A. Yeah. And that's been the precedent of the Board |18 Q. Yes.

19 and other commissions that have done these typesoffte A, What page again?

20 evaluations. 20 Q. Forty-three,

21 Q. Areyou familiar with the term enterprise market |21 And to your knowledge, does Verizon New Jersey
22 services and government markets? 22 file I0Ks any longer?

23 A. Tdon't know that I've heard them used exactly {23  A. I don't know.

24 that way. Butl know what enterprise is generally |24 Q. Take subject to check they do not.

25 industrial companies, big, big companies. And [ know (25 A. Subject to check. ‘J
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Cross - Vasington Page 42 |Cross - Vasinglon Page 44

1 MR. SMITH: Subject to check. 1 the middle of the page?

2 Q. Okay. Ifyou go to page 43 that list identifies 2  A. Yeah.

3 transactions with affiliates and it lists operating 3 Q. Got a heading wireline. It's got a total of

4 revenues. And also go to page 45 which is F-21 and over | & 4.103.

5 to page 46. . 5 . A. Okay. Yep.

6 And just to explain to everyone the reason that | ¢ Q. You add the two together.

7 there's a skip in pages is because when you print this| 7 A. Yep. Isee that now. Thank you,

8 out on the printer, page 44 was blank so we just didn't | & Q. Okzy. Itis confusing. Iadmit. You would

9 include it in the package, but all the information in 9 think thev would do it differently, but they didn'.
10 this filing are contained. There's nothing leftout. )10 And then under global enterprise, the strategic
i1 HEARING EXAMINER ASSELTA: amemyeiow |11 sEEViCES in core and add up to 3.852. Do you see that?
12 for the witness? 12 A Yes.
13 MR. WHITE: Yes, . 13 Q. Then you see that's under global enterprise and
12 Q. I want you to identify, are all these affiliates 14 then global wholesale, you see that number which is
15  still operating for Verizon; does Verizon New Jersey {15 1.8617
16 have transactions with these affiliates today? 16 A, Yes. Million,
17 A, ! have no idea. ) 17 Q. And then you have other which is 129.
18 MR. WHITE: You will be providing rate 18 Do yau see that?
19 counsel pursuant to an order of Commissioner Asselta all [19 A. Yes.
20 the affiliates that do operate here in New Jersey. 20 Q. Now, if you go to the next page which is 27,
21 Correct? 21 under these definitions of mass market, global
22 MR. SMITH: You have made -- there's a 22 enterprise global wholesale, and others, there's a
23  discovery request, There was 2 motion to compeland |23 description of what services are, do you see that, and
24 there was an order and we will follow what the order has 24  what services are included?
25  told us to do. 25 A, You'te going to have to give me a moment to read
Cross - Vasington Page 43 [Cross - Vasington Page 45

1 Mr. White, I would just like to point out 1 them.

2 that this document appears to be dated from December 31, | 2 Okay.

3 2003. I'm not sure if you clarified that on the record. 3 MR. SMITH: Commissioner, at this time [

4 It's almost nine years oid. 4 would like to object. I'm really not quite sure where

5 MR. WHITE: Yes. It's the last annual 5 the line is going.

& report that Verizon New Jersey filed with the SEC. 6 HEARING EXAMINER ASSELTA: Canr you be

7 After that, they did not file annual reports any longer.| 7  specific, Mr. White?

8 But this is probably available on the Edgar website and | 8 MR. WHITE: This is essentially laying the

9 reflects a synopsis of Verizon's business in 2003 which | s foundation for later. Verizon has claimed that they're
10 is right afier the PAR-II was extended and ident; fies|10 suffering overwhelming losses in the annual reports that
11  the affiliates that operated then. 11 they filed and specifically this thing will show that on
12 Q. If we go to the next document which is the 10-Q {12 a company-wide basis that they're showing positive
13 which is for the first quarter of 2012, 13 EBITDA, which is earnings before interest, taxes,
14 A, Okay. 14 depreciation, and amortization and that they're actually
15 Q. And you refer to page 20 -- what's page 27 of 38 (15 showing a net profit which is actually skipped ahead,
16 at the top, but at the bottom you'll see page 26. 16 It might be easier, it's on page 29 of 38
17 A. Oh, okay. 17 Itshows 1.6 operating income margin in EBITDA margin of
18 Q. Itidentifies various groupings. What defines 18 22.6. And again what the table of content show is how
19 see where it says mass market? 19 they group their markets and what services are included.
20 A. Yes, 20 And our position is that this is directly relevant to
21. Q. Which is comprised of consumer retail and small | 21 their claim of losses, because if grouped together,
22 business. 22 they're making money. They have failed 1o explain why
23 A. Where does it say that? 23 New Jersey would be any different than the composite of
2¢ Q. Well, you put dollars and million, operating 24  all their operations.
25 revenues and selected operating statistics. See thatin |25 MR. SMITH: I'm still going to renew my

]
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objection. It seems very tenuous the relationship
between Verizon Communications, Inc., on this basis of
financial connection. There's no breakdown here that |
can see Mr. White's pointed out for Verizon New Jersey,
Inc., or any possible explanations and jt's going to be
pure speculation, hypothesis of the connection between
what's reported in this document and the testimony that
Mr. Vasington can supply, - -

MR. WHITE: Can we ask for the annyal
reports? Their discovery response is see our investor
reports. The next report is investor report. Investor
report shows the same 22.6 and 1.6 percent.

HEARING EXAMINER ASSELTA: And hisic
company-wide basis. Correct?

MR. WHITE: This is company-wide and that's
what they say to look at.

MR. SMITH: Just clarify when we say
company-wide, that term can be confusing sometimes.
Verizon Corporation.

MR. WHITE: Corporation which includes their
wireline operation which includes Verizon New Jersey as
well.

HEARING EXAMINER ASSELTA: Okay.

MR. WHITE: In fact, this might be a good
time, I would make a transcript request that they

Cross - Vasington
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A. Global wholesale, yes, I see that.

Q. Okay. And specifically this is -- this would be |
wholesale served revenue resolved from CLEC operations.

Correct?

A. No. This is primarily our global Internet
backbone my understanding. When we merged with MCI, MCI
was the fourth largest what they call Tier {1 -- Tier I
backbone provider for Internet services with facilities
that MCI had obtained when MCI took over a company
called UUNET a number of years ago. They have a global
IP network that is used as a backbone for a lot of
different services and [ believe that global wholesale
primarily refers to that, those services in that
organization.

Q. Do you see the reference in the second line,
other carriers that use our facilities provide services
to their customers?

A. Yes,

Q. Wouldn't that be CLECs that purchase UNEs or
resale from Verizon?

A. That might be aiso be in that but that is not all
that it is. A lot of carriers would purchase dark fiber
capacity or high capacity on our global 1P network and
could also fit into that description. So CLEC type
services could be a part of it, but my understanding is
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provide to us the annual reports that they filed with
the Board for the years in which they're claiming
losses. They did they not provide that information and
[ think it's appropriate if they're going to rely on the
numbers they assert shows a loss that we have a full
report 50 | ask for a transcript request.

HEARING EXAMINER ASSELTA: 1 would gt
that. That seems fair. Okay.

MR. SMITH: Commissioner, | understand,

Which years, asked by my backup staff?

MR. WHITE: Personally the periods in which
you reported losses in your testimony which is 2008,
2009, 2010, and 2011.

MR. SMITH: So the reports that comport with
what part of the testimony is in the reply, whatever
years may be.

BY MR. WHITE:
Q. T'would like to refer you, Mr. Vasington, back --
and again a lot of this is foundational and [ apologize
for going through it, but it will help later when we get
to other issues and that is the reason why I'm raising
it really is foundation now because it helps set the
stage later.

Global wholesale, do you see that description on
page 28 at the top, page 27 at the bottom?

Cross - Vasington
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when you're talking about out global wholesale segment,
if it's even included in that, would be a pretty smail
piece.

MR. WHITE: Could we make a transcript
request for them to identify where their CLEC revenues
are reported in their 10-Q and under what business
entity?

HEARING EXAMINER ASSELTA: PO
that?

MR. SMITH: Commissioner, [ would have to
check, I don't know if that is easily identifiable on
the 10-Q. We would just have to take it back which may
be we're not able to provide.

Sitting here today, I am not famijiar with
all these documents. T ean only see the SEC statements
periodically, But it's something that we usually deal
with in the regulatory realm.

Q. Letme ask it a somewhat different way as well.
The Board has set UNE rates here in New Jersey

for Verizon New Jersey. Correct?

A. Yes,

Q. And there's approximately 130 CLECs that have

been given authority to operate here in New Jersey,
Correct?

A. That sounds about right.

NEin-U-Seriptap
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Q. Do the revenues that Verizon receives from
providing UNEs are those reported by Verizon New Jersey
included by them or is the CLEC revenues they receive
reported in a different affiliate of Verizon New Jersey
here in New Jersey?

MR. SMITH: Objection. The question seems
ambiguous to me. Reported where?
HEARING EXAMINER ASSELTA: repuraeric

Q. Let me rephrase it.

Does Verizon New Jersey include CLEC revenue when

it reports revenue here in New Jersey?

MR. SMITH: In the annual report.
Q. Uh-uh. Forget whether it's in the annual report.

How do they report CLEC revenue here in New

Jersey?

HEARING EXAMINER ASSELTA: mus o eaer
way of saying.

A. I'm not sure. Pretty sure it's not an affiliate.

It's Verizon New Jersey, the telco, that provides the
services. How it gets reported, I'm not sure.
(START CONFIDENTIAL PORTION OF TRANSCRIPT.)

Q. Let me go into this. Single-line business,
you've identified a number in the course of this
proceeding, subject to check I believe it's about 79,000
lines or single-line business lines.

Cross - Vasington
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A. Yes.

Q. Who provides that?

A. Verizon New Jersey.

Q. Oris it -- what about MCI doing business as
Verizon business?

A. Your premise to your question is you have a
single-line customer obtaining service from Verizon New
Jersey who asks Verizon New Jersey for a second line so |
Verizon New Jersey provides that second line, not MCY --
not former MCI.

Q. Letme ask it a different way.

What services does --

HEARING EXAMINER ASSELTA: | ST——
answer again?

THE WITNESS: My answer was if Verizon New
Jersey is providing a customer with their first business
line and that that customer asks Verizon New Jersey for
a second business line, then that second business line
is also provided by Verizon New Jersey,

HEARING EXAMINER ASSELTA: muecea.
answer, Mr, White.

Can we move on to another question?

MR. WHITE: I'm trying to get back to this
point of Verizon -- I have another question,

Q. Verizon business, do you know who that is, MC1

Cross - Vasington
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1 (END CONFIDENTIAL PORTION OF TRANSCRIPT) | 1 Communication doing business as Verizon business

2 A. That is proprietary. 2 services?

3 Q. Yes. But everybody here has signed the 3 A, Yes.

4 proprietary agreement, I assume, 4 Q. Do they provide business lines to customers?

5 MR. SMITH: I'm not so sure about that, Has | 5  A. I believe so. [ haven't looked at their tariff,

6 everyone in the room signed a proprietary? 6 but] believe they do.

7 MR. WHITE: The ones in the back row are | 7 Q. And MCI would presumably purchase UNEs, correct,

8 interns so they'd be covered by rate counsel's. 8 from Verizon New Jersey?

5 MR. SMITH: Has anyone not signed it? 9 MR. SMITH: Your Honor, I'm going to object
10 But the record should reflect so the 10 based upon the Board's prior rulings that affiliates
11 transcript is going to be a public document so if we're |11 matters and transactions are really outside the scope of
12  getting into confidential information we will need tof12 these reclassifications proceedings. I'm not quite sure
13 make that designation. I don't want to be presumptuous |13 where Mr. White is going with this as far as the
14 and speak for the Commissioners, but we make that |14  criteria involved.

15 request, 15 MR. WHITE: Again, this in part, your Honor,
16 Q. Now, if you have a single-line business customer, |16 relates to their issue of claimed losses. One way you
17 Mr. Vasington, Verizon New Jersey currently serves it. {17 can have losses is if revenue previously captured by
18 A. Is that a question? 18 Verizon New Jersey is now being captured by affiliates,
13 Q. Yes. Takethatasa-- 19 And one of those areas is MCI doing business as Verizon
20 A. Yes. We have single-line business customers that 120 business. And the question is what business lines do
21 Verizon New Jersey currently serves. 21 they provide.
22 Q. That customer decides it wants to order a second |22 It is my understanding and I've heard
23 business line. 23 different testimony to contrary that multi-line lines
24 A. From Verizon New Jersey? 24 businesses are provided through Verizon business. [f
25 Q. Yes. 25  you have more than one line, that's a service you get
—
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1 from Verizon business which is MCL. And ifitsa
single-line, it's provided by Verizon. And the question
is I would expect that the revenues would show up under
MCI.

And, in fact, if you ook at the assessments
that are issued by this Board which we will get into
later there are $64 million of revenue associated with
MCI and MCI Metro Access which is another MCI affiliate
is roughly $8 million. So the question is has revenue
10 been shifted. And this is what I'm trying to lay
11 foundation for. And that's why I think it's relevant to
12 the scope of this proceeding because it impacts directly
13 on whether or not there is claimed losses or, in fact,
14 losses or just shifting of revenues and profits to other
15 affiliates.

16 MR. SMITH: The whole issue of shifting of
17 revenues would require almost a whole separate case to
i8 examine financial records, affiliates, and Verizon New
1s Jersey, Inc., and it just seems to be totally outside

20 the scope.

21 HEARING EXAMINER ASSELTA: 1 tink its
22  inside the scope of trying to ascertain your

23 profitability and whether this hearing is necessary or
24 notand that's what he's trying to do here to establish
25 that.
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they would purchase unbundled network elements from

Verizon. Correct?

A. Yes.

Q. And one of the issues, the revenues generated
from that purchase, we've already asked previcusly where
does that revenue go and who reports it. Correct? And
you don't know at this point in time. Correct?

A. Yeah, I don't know. But that number as we've
seen in this proceeding and, as your witnesses have
testified, is shrinking and is becoming a smaller part
of the market that fewer and fewer people are using
resale or wholesale advantage agreements to provide
services to competitors.

Q. Let's go to the next statement under UNE
arrangement, when unbundled network element, there's
subscriber line charge. Are you familiar with that?

A. Yes. That's a retail charge.

Q. Yes. And who captures the subscriber line charge
when a CLEC buys a UNE from Verizon and then sells it to
their customer, who gets to keep the subscriber line
charge?

A. The CLEC.

Q. And in resales environment when you just resale
services to a CLEC, who gets to keep the subscriber line
charge?

Cross - Vasington Page 55

It's a pretty simple answer. Either you
assume this revenue or you subcontract it out to MCIL.

Mr. Vasington, do you or don't you?

THE WITNESS: If a customer is a customer of
Verizon New Jersey, then the revenue goes to Verizon New
Jersey. If they're customer of Verizon business which
is former MCI, then it goes to that entity which is also
losing money in New Jersey. So the notion that we're
shifting revenue and somehow hiding profits is not true,

Q. Let me go through this. Consider this as a
hypothetical.

MCI would purchase UNEs from Verizon, correct,
for New Jersey, services of Verizon in New Jersey?

A. I don't know that.

Q. For business lines.

A. No, I don't know that because 1 know before the
merger MCI was both the facilities based provider and
had a wholesale -- what we call a wholesale advantage
agreement which is where you buy UNEs through.

I'm not sure today if they still have a wholesale
advantage agreement. They may, but I haven't looked at
that as part of my evaluation.

Q. So you didn't exam that?

A. I didn't exam the wholesale advantage agreement.

Q. If'there was a wholesale advantage agreement,
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A. ACLEC.

Q. No.

Would you take subject to check that in resale
Yerizon -~

MR. SMITH: Mr. White.

Q. I'm trying to -- to get at that point.

Do you believe there's a difference between
resale and wholesale in terms of the subscriber line
charge? Let me phrase it that way.

A. No. My understanding was that subscriber line
charge is what the retail provider bilis to their end
user customer and they get the money. We're not the
retail biller in that environment,

Q. Inresale market is what you're saying.

A. Right.

Q. Next question in this line: If Verizon provides
a single-line business line to its customer, Verizon
keeps the subscriber line charge. Correct?

A. Yes. And be clear that's a federal charge. That
federal charge is billed by the retail provider to its
customer under federal tariffs and the company that
bills that charge will keep that money,

Q. Okay. If we can go to 6C which is quarter 2000
earnings report and if you go to page --

MR. SMITH: Mr. White, the PowerPoint?

Min-U-Scripie JHBUEHRER & ASSOCIATES (14) Pages 54 - 57
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1 Q. The PowerPoint, page 11 and 12. Again, on 1 MR. SMITH: Objection. The document speaks
2 page 11 it shows for the wireline revenue and 2 foritself. Do you have a guestion related to those
3 profitability it shows a positive 22.6 EBITDA for 3 specific things? Do you want to point to the specific
4 Verizon wireline. 4 page?
5 Is that correct? 5 Q. My specific question when I got started was that
6 A. Yes. That's -- roughly speaking that's a proxy 6 the investor report refers io EBITDA, it does not have a
7 for the cash flow margin, revenues in cash cxpenses.; 7 number in it for like the 10-Q has with respect to
& Q. And your loss analysis that you put in your 8 actual operating income margin.
9 testimony is based upon the annual reports which is -- | o MR. SMITH: Objection. It hasn't been
10 which in -- which is not based upon EBITDA, is it? |10 established that this is the investor report. This is a
11 A. No, it's not cash fiow. Utility regulators have |11 PowerPoint that Fran Shamiuo uses perhaps as part of the
12 never used cash flows as a measure of earnings because 12  investor report. When we refer to the investor
13 money cost money and regulators have to ensure a return |13 report --
14 on investment for one thing, payment of interest for |14 HEARING EXAMINER ASSELTA: It's not
15 another thing. 15 specific. It's justa snapshot.
16 Annual reports whether they're filed by telephone |18 MR, SMITH: And would be more details.
.[27 companies, electric companies, or gas companies aren't {17 MR. WHITE: This is a public document that
18 measures of cash flow. They're measures of total 18  was produced by Verizon given as part of their earnings
19 overall earnings and whether the company is earning its {19 release in the first qQuarter 2012 highlighting their
20 cost of capital. 20 performance. So it's part and partiaf of what's in the
21 Q. Soit's your position that Verizon does not rely (22 10-Q.
22 on EBITDA and average revenue per user as a proxy for {22 MR. SMITH: Wa're not challenging obviously
23 the heaith of its operation. 23 the adversity of what our company put out by our chief
24 A. No,notatall. EBITDA is very important measure {24 financial officer. What we're saying is that it could
25 for a lot of reasons, but it's not telling you the whole |25  be taken out of context becaiise we don't know what the
Cross - Vasington Page 59 |Cross - Vasington Page &1
1 story. It's telling you whether or not on a L in total investor reports ars and, quite frankly, what
2 forward-looking basis you're positive on your cash flow. | 2z the connection is to the testimony that Mr., Vasington
3 It says nothing about whether or not you've actually | 3 put in on the revenue sitation based upon the reports
4 earned a return on your invested capital, paid taxes, or | 4 filed by the Board. [ believe it's getting pretty
5 paid your interest, for example, which is much different 5 tenuous,
6 from what the traditional utility standard and the 6 COMMISSIONER. FOX: 1 think what Mr. White is
7 constitutional standard on utility regulations. 7 saying is this is used by your CFO to sel] Verizon and
8 Q. Well, then can you tell me why in their investor | 8 in there it says there's 22.6 percent operating profit
S reports in the first quarter they only report EBITDA and | s for the company. I think that would be relevant,
10 they don't report net operating income? 10 THE WITNESS: £EBITDA is a very important
11 A. Wedon't report net operating income to the 11 measure. A lot of investors look at. If You ever watch
12  investors in our quarterly report? 12 CNBC or listen to earnings calls and transcripts to
13 Q. Look at the report. Show me where it taiks about [13 folks who follow the stocks, always ask what happening
14 net margin. 14 to your EBITDA margin. So it's a very important nember,
15 A. Well, this isn't the report. Thisisa 15 So when our CFO is reporting on our eamings
16 PowerPoint handout that goes along when our CFO and |16 ona quarterly basis, he is answering ahead of time the
17 whoever else is reporting our quarterly earnings to |17  questions that are going to come up from the investment
18 investors reports a snapshot of some of the information 18 analysts. He's not saying this is the only information
19 which is inciuded in a quarterly report. 18 that's important or relevant.
20 Q. Inyour quarterly. And your quarterly shows both |20 If you go into the 10-Q, you't! find an
21  the EBITDA and the gross margin from operations. |21  income statement, you'll find a balance sheet, you'll
22 Correct? 22 find statement of cash flows. There's a lot of
23 A. The gross margins? 23 information that is relevant. But for this document,
24 Q. Itshows the 22.6 and 1.6 percent net operating |24 the PowerPoint, this is the presentation you're giving
25 profit after all other expenses. 25 to investors. So he's trying to answer ahead of time
N—
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1 what questions they're normally going to answer - or| 1 Q. Yes.
2 going to ask. 2 A. Yes.
3 HEARING EXAMINER ASSELTA: mr. whit. 3 Q. Acd five and more were all business lines.
4 Q. Actually, if you go to page 12 again. 4 Right? .
5 MR. SMITH: Which document? 5 A. Right. Five or more business lines were all
6 MR. WHITE: This is the Verizon investor 6 business lines, Correct,
7 document, the black one, . 7 Q. So based upon what the Board did previously, they
8 Q. Do you see the big black -- blackened column at| g considered that within -- would you say that within the
9 the bottom that reads continued strong FiOS growthand | 9  business line marketplace that they drew distinctions
10 lower line loss. 10  between the relevant product market within the general
11 A, Yes. 11 categorv business lines?
12 Q. And then if you look at consumer ARPU,.there'sa |12  A. Ves.
13 number there only shows it's growing. See that? 13 Q. On page3, lines ! to 13, can you state that
1¢ A. Yes. Our average revenue per user is growing |14 three of the services are in the same product market and
15  primarily due to FiOS and our rate of loss, we're still|15 that product market is retail mass market?
16 losing lines, but our rate of loss is not quite as great |16 Is that correct?
17 asit was in the prior quarter, prior year, It's 17 A. Yes.
18 actually year over year in this show. i 18 Q. And you treat DA as being a separate product
19 Q. If you go to page 2, line 15 of your initial 19 market. Isthat correct?
20 testimony, can you briefly describe what business |20 A. That's correct.
21 services reclassify in each of the prior 21 Q. So it is possible to have different product
22 reclassification proceedings you reference in page 2,122  markets for different services. Correct?
23 line 157 . 23 A. Is it possible, yes.
24 A, Probably be easier just to define it as 24 Q. Okay. Do you know how the BPU treats bundled
25 everything but single-line business exchange servicehas |25  services?
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been reclassified in prior proceedings.

Q. Well, let's go -- let's start from the bottom.

Prior to -- what was the level of lines that were rate
regulated prior to single-line business being the only
one that was rate regulated?

A. 1 believe it was two or more, but | think [ have
discussion of the history in my testimony. I just want
to confirm that if you could bear with me fora moment,

Okay. On page 13 in my testimony I point out
that in the PAR-11 order in 2003 the Board reclassified
business services for customers with more than five
lines as competitive and 2005 the Board classified
business services for customers with two to four lines
as competitive, So prior to that, it would have been
anything more than two was already classified as
competitive. Prior to this is anything more than two
lines.

Q. Okay. And as part of that reclassification,
those -~ these dealt with the general subject of
business lines, Correct?

A. I'm not clear what you mean by the general
subject of business lines.

Q. They were all under business lines. Correct?

A. The two to four -- the more than two business
lines were all business lines?
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A. They are classified as competitive,

Q. And you refer to that as page 5, lines | through
16. Correct?

A. No. That would be on page 13 which gives you the
history of the prior proceeding where everything but
these four remaining services were classified as
competitive,

MR. WHITE: I'm going to happened out the
next exhivit, bear with me a second. We're going mark
this and what it is, let me identify it for the record,

Its N.J.S.A. 42-21.17 (sic). It's also
48:2-21.18. It's also 48:2-21.19. And it's also
Section 254 of the Communications Act of 1934 and
specifically as Subsection K. And we'l] mark this -
it's in the -- it's going take couple of minutes 10 pult
these. And we're going to mark this ag rate counsei
Exhibit 12.

(RC-12, N.1.S.A cites and Communications Act
of 1934, marked for identification.)

MR, SMITH: Do you have a set for me?

MR. WHITE: Yes. Just bear with us,

HEARING EXAMINER ASSELTA. B e o
materia?

NEW SPEAKER: Yes, ] am.

(A discussion is held off the record.)
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HEARING EXAMINER ASSELTA: o s
are we ready to go?
MR. WHITE: Yes.

BY MR. WHITE:

Q. Mr. Vasington, did you take a look at these
documents which we've marked Rate Counsel Exhibit 127

If you turn to the second page, there's a
definition of protected telephone service.
Do you see that?

A, Yes. »

Q. Okay. If you now go to the third page which is |1
48:2-21.1{a), look at paragraph (c).

A. 8(c)?

Q. Yes.

A. Okay. -

Q. Does that provide that no local exchange
telecommunications company tnay use revenues earned or 1
expenses incurred in conjunction with noncompetitive |1
services to subsidize competitive services? 1

-

[T
AW

[
o

A. You've read that correctly.

Q. Now, you're claiming that Verizon New Jersey is |2
incurring losses, substantial losses. Correct? 2
A. Yes. 2
Q. Is it your position that rate regulated services |2
that are still rate regulated are PAR below cost? 2
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And I'm trying to explore this with this witness
whether, in fact, that is not, in fact, the case.

Because the other side of that coin is
think we can also demonstrate that the rate regulated
services are above costs. And if you Iook at UNE rates
this Board established which is a statewide average is
ten-twenty-one which included a reasonable profit, the
rates that they're currently charging above that 5o the
rate regulated services must be generating a profit,
And if they're generating a profit and overall they're
generating a loss, that means that they're subsidizing
competitive services and that's in violation of the
statute,

HEARING EXAMINER ASSELTA: thee. yous
expert opinion and assumption.

MR. WHITE: Yes.

HEARING EXAMINER ASSELTA: Okay.

MR. SMITH: | continue to object based upon
the fact that it was ruled that costs were outside the
scope of the proceeding.

COMMISSIONER FOX: You can't make the
decision unless you know what the costs are.

MR. SMITH: No. There was a ruling that the
COsts -

COMMISSIONER FOX: Maybe the chair needs 10

Cross - Vasington
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1 A. I haven't looked at it in this case, 1 reconsider that ruling if, in fact, we need the COsts to
2 In the prior access case we did show that they [ 2 beable to look at whether there's subsidization,
3 were below cost in 2009, Cost meaning total cost. | 3 MR. SMITH: But that is unfair to Verizon
4 That's not the same as a subsidy test. If you're 4  and CenturyLink because --
5 applying the statutory provision of the subsidy test, | s HEARING EXAMINER ASSELTA: In this
& you only count direct costs for that. And there's a ot | ¢ proceeding, as counsel has said, we can't go there and
7 of Board orders and testimony discussing those 7 can't ask for that in this particular proceeding,
8 distinctions, 8 COMMISSIONER FOX: So we can do our own
9 Q. So it's your position that rate regulated 8 proceeding --
10 services are profitable, just the subset of rate 10 HEARING EXAMINER ASSELTA: Yes.
11 regulated services. 11 COMMISSIONER FOX: -- to seg if, in fact,
12 MR. SMITH: Commissioner, 'm goingto |12 they violated a Board order.
13 object. Just the most recent rulings costs were 13 HEARING EXAMINER ASSELTA: Cocrect
14 determined to be outside the scope of the proceeding. | 14 MR. WHITE: Then the only question I would
15 I'm not sure where Mr. White is going. Butitseems|1s have, your Honor, how do they bring losses into this
16 that he has entered into that area that is outside as 16 case atall. If they're going to claim losses, then
17 opposed to inside the scope. Sol object. 17 that -- that leads you to the next question is what
18 MR. WHITE: Where I'm going with this is you [18 services sustained those losses and are those losses
19 have a statutory prohibition that rate regulated 19 consistent with statute.
20  services can't subsidize competitive services. I submit 29 Now, we can brief that point and we're more
21 that the losses that they're claiming they're incurring |21 than happy to do it and move on. But I would just
22 if you believe them means that their competitive 22 suggest that that is, you know, that they can't have jt
23 services which is 90 percent of their services are 23  both ways. They can't be claiming losses and then try
24 competitive, they must be performing at a loss and, {24  to hide where the losses are and whether or not it's
25 therefore, they're in violation of this prohibition, 25 also a violation of statute.
Min-U-Seriptéi JHBUEHRER & ASSOCIATES (17) Pages 66 - 69
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1 MR. SMITH: We're providing the annual 1 HEARING EXAMINER ASSELTA: Yes.
2 report to rate counsel. We've provided our tax returns | 2 MR. WHITE: In terms of this there was two
3 torate counsel. And it was ruled early on that the 3 days of hearing scheduled. I anticipated that today
4 costs are outside of the proceeding, If Mr. White wants | 4 we'd spend most of the entire day on their witnesses.
5 to brief it, let him brief it. We will respond in our 5 Ms. Baldwin is here today. Ms. Bosely is
6 briefs. We think it's outside of the scope. & not coming in until tomorrow night, figuring that we |
7 HEARING EXAMINER ASSELTA: seywse | 7 would spend the full day. If we have time left over
8 brief that? 8 today, we are prepared to put Ms. Baldwin on without
9 MR. WHITE: Yes, I'll brief it, and I'm 9 Ms. Bosely if that is acceptable to the other parties. .
10 happy to do that. 10 MS. BENEDEK: It is acceptable to
11 Q. Andthen if you go to the last page of that 11 CenturyLink.
12 exhibit, look at Subsection K of Section 254 of the |12 MR. SMITH: It is acceptable.
13 Communications Act, do you see there's also a 13 MR. WHITE: If it can be done. And we're
14  prohibition at the federal level that you can't use -- |14 also prepared to come back Thursday. I know that we'd
15 there's a provision that says the carriers may not use |15  have to convene hearings at one o'clock because of
16 services that are not competitive to subsidize servicel 16 commitments that Anthony has to brief the Governoron an
17 that are subject to competition? 17 issue, and that's also fine with us, Ifjt's necessary,
18 A. Again, you've read that correctly. 18 it all depends on how far we get today. But my goal
19 Q. And did you do any analysis in this proceeding |19 here today is to finish up with Mr. Vasington and
20 whether or not you complied with that? 20 Mr. Harper.
21 MR. SMITH: Again, I'm going to raise the |21 HEARING EXAMINER ASSELTA: womise, |
22 same objection related to the scope of the proceeding. |22 half hour. Okay. Thirty minutes.
23 Ifthe - . 23 MR. WHITE: That's fine.
24 MR. WHITE: We will brief that one as well. { 24 (A lunch recess is taken.)
25 MR. SMITH: And we're going to reserve the | 25 HEARING EXAMINER ASSELTA! i were
Cross - Vasington Page 71 | Cross - Vasington Page 73
1 right as part of the briefing of the process our first 1 ready to resume here, Mr. White.,
2 argument is going to be it's outside the scope of the | 2 Mr. White, let's start with you again,
3 proceeding. a MR. WHITE: Thank you, your Honor.
4 COMMISSIONER FOX: And we're going to take | 4 Thave a series of exhibits I'll identify
5 it from there as well. 5 them. Rate Counsel Exhibit 8, and it's a three part
6 MR. SMITH: The Board has wide jurisdiction. | & exhibit, it includes the list of companies by revenue
7 MR. WHITE: Can we take a short break? 7 based upon the assessments.
& Would that be all right? ] Those are Rate Counsel CLEC Survey which 8B,
9 HEARING EXAMINER ASSELTA: wmsee. | 9 and 8C is the assessment for cable companies in the
10 you have? 10 state,
11 MR. WHITE: I've got probably I'd said 2 to {11 Exhibit RC-10 is a colored document dealing
12 3 hours on this. Iexpect, your Honor, to be able to |12 with RC-VNG-34. It purports to address various
13 get done today with both witnesses. That's my goal. |13  categories of line loss.
14 HEARING EXAMINER ASSELTA: nucsougon | 14 Exhibit 11 is the recent order by the
15  too. 15 Appellate Division, the access order case.
16 MR. WHITE: And I'm willing to stay as late |16 Exhibit 13 is the NPS survey - retail -
17 asnecessary to do that. But [ mean, you know, we are |17 internal survey which was provided by Verizon in
18 prepared to move this along and this thing should speed |18 response to RC-VNJ-203.
19 up. 19 There's a Wall Street Journal article which
20 MS. BENEDEK: I'd like to know to what |20 identifies RC Exhibit 14.
21 extent -- what do those statements mean relative o |21 Exhibit 15 is legislation proposed in
22 whether we get out of here today. We do have rate |22  Massachusetts.
23 counsel witnesses that will be subject to ¢ross and the |23 And these are all documents [']] be asking
24 question of whether we actually conclude today, ifhe 24 the witness questions on.
25 wouldn't mind please elaborating. 25 HEARING EXAMINER ASSELTA: Okay.
lin-tU-Nerigtd JHBUEHRER & ASSOCIATES (18) Pages 70 - 73
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(RC-8A, Only a Few Companies Dominate New
Jersey's Telecommunications Markets, State Assessments:
FY 2011-2012, marked for identification.)

(RC-8B, RC-CLEC Survey, marked for
identification.)

(RC-8C, 2012 Cable Ratepayer Assessments,
marked for identification.)

(RC-10, Document re RC-VNG-34, marked for
identification.)

(RC-11, Access Order by Appellate Division,
marked for identification.)

(RC-13, NPS Survey - Retail DA - Internal
Survey, marked for identification.)

(RC-14, Article, Compestition Worries Snag
Verizon Deal on Airwaves, dated July 13, 2012, marked
for identification.)

(RC-15, The Commonwealth of Massachusetts,
House Docket No. 04302, marked for identification.)
BY MR. WHITE:

Q. Mr. Vasington, tell me when you're ready we'll
begin.

A. I'm ready,

Q. If we look at Exhibit 8A, B, and C.

A. Aisthe assessment.

Q. Yes.

Cross - Vasington
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Q. You have MCI as well, MCI Access.
A. Yes. MCI Communications,
Q. Right, which is 64.
But then there's also Metro Access, MClmetro
Access, further on down, 8 million 2.
A. Okay.
Q. You see AT&T on that list for 120 1aillion,
change?
A. Yes,
And does Teleport report separately because
that's AT&T.
Q. That's separate. You're correct.
And subject to check, AT&T does 1iot provide
residential or business customers -- strike that,
AT&T does not currently accept new customers for
residential and single-line business customers.
Is that correct?
A. Tdon't know. Ihaven't looked at their tariff
Q. Subject to check, would you accem that as
correct?
A. Subject to check, yeah.
You said residential and single-line, they don't
take a single-line business customer thai comas to them.
Q. New customer.
In fact, MCI has a provision in its tariff,

Cross - Vasington
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1 A. Andthe B is the CLEC survey. 1 doesn't it, that has grandfathered exisuing customers
2 Q. Yes. 2 but not accepting new customers for residential
3 A, AndIdon't know if I've seen C before. 3 services. Is that correct?
4 Q. Cis the cable assessment. 4 A. Subject to check. I haven't looked st their
5 A. Can you explain? 5 tariff.
6 I don't know -~ what is cable assessment? 6 Q. Soas a percentage of gross revenue, Yerizon's by
7 Q. Cable companies get assessed just like telephone | 7 and large is one of the -- is a significant provider of
8 companies. 8 telecom services in New Jersey. Correci?
9 A. Oh, the Board assessment. 9 A, Well, the statement is correct. But there's a
10 Q. Yes. 10 limitation to this exhibit that I discussed in my reply
11 A, Okay. Allright. 11 testimony which is that it's not all telecommunication
12 Q. Andifyou go to the last page of Exhibit 8A, 12 services. If's a subset of services. It does not
13 there's a total telecommaunications revenue. 13 include IP services which are al] of the telephone
14 Do you see that number? 14 services offered by the cable companies who are single
15 A, Total for intrastate services. 15 largest competitor and also does not include wireless
16 Q. Yes. Correct. Exactly. Intrastate. 16 services which is another significant competitor to us.
17 A. Or wireless or VoIP. 17 So within the context of this document, we're
18 Q. Right. 18 certainly a significant number. But ] think the Board
is A, Right. 19 needs to be clear that this is only a subset of al
20 Q. The only services revenue reported by these 20 telecommunication services in the state,
21 companies. 21 Q. The second entry is Comcast Business
22 A, Yes. 22 Communications. Correct?
23 Q. And you see that if you take the Verizon revenue |23 A. Yes.
24 which is roughly $1.2 billion. Do you see that? 24 Q. That could capture all telecommunications
25 A, Yes. 25  services, their intrastate services. Correct?
ivin-ti-Seripu JHBUEHRER & ASSOCIATES (19) Pages 74 . 77
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1 A Yes 1 intrastate service anywhere.
2 With clarification that VoIP, V-0-I-P, voice-over| 2 Q. So this $168 million reported for Comcast
3 Internet protocol, Internet protocol based services are | 3 Business Communications, what communications services
4  not categorized as intrastate. So when you say this | 4 would they be other than VoIP?
5 does not include intrastate services, you're essentially | 5 A. Idon't know. My waderstanding is they don't
& saying it doesn't include a vast majority of their € have a tariff so I don't know what services they're
7 telecommunication services. 7 talking about there.
8 COMMISSIONER FOX: Could I just clarify? | 8 Q. And then there's alsc entry for Cablevision
9 Are you saying that the voice-over -- does 9 Lightpath. Correct?
10 Verizon have voice-over Internet protocol? 10 A, Yes.
11 THE WITNESS: Yes. 11 Q. And that's 47 milligw
12 COMMISSIONER FOX: Thar's the FiOS. Right? |12 A. Right.
13 THE WITNESS: Well, some of FiOS. FiOS |1a Q. The second group cf iocuments is Rate Counsel
14 voice is provided in two ways. One is what we call |14 Exhibit 8B which is our CLEC survey,
15 traditional circuit switched or to get real technical |15 A Okay.
16 time divisioned multiplexing, So some FiOS voice |16 Q. And this categorizes the various CLECs that
17 customers get service over a circuit switch. It's just {17 operate and the service: ti:ey provide. Correct?
18 the way they did in the past with copper wires. Other[18 A. Yes. Rate counsel provided this with its
19 FiOS voice customers get the service from a product that |19 testimony.
20 we cafl FiOS digital voice. And FiQS digital voice is {20 Q. Okay. Now, I refer souto 8C, if you go to the
21 an IEP, Internet protocol based service. So that's VoIP |21 very last line, you see the entry?
22 more like cable companies provide VoIP. 22 A. Wait. Wait. I'm not :here yet.
23 COMMISSIONER FOX: Does Verizon provide mare |23 The last page, last liz.
24 VolP than it does the traditionat landline? 24 Q. Page I of Exhibit 5.
25 THE WITNESS: No. The numbers are in the |25 A, Oh, page 1.
Cross - Vesington Page 78 |Cross - Vasington Page a1
1 record, Commissioner, if you want to look at them. We | 1 Q. Yes.
2 have the number of FiOS digital voice customers inthere | 2 A, ATC Outdoor DAS?
3 and the number of traditional landline, both from our | 3 Q. Yes.
4 legacy landline and from other services. 4 A. Okay.
5 COMMISSIONER FOX: Thank you. 5 Q. You see the last line?
6 THE WITNESS: You're welcome. 6 A. Yep.
7 Q. Isn't it true that the FCC hasn't finally 7 Q. There's a number for Verizon, $476 million.
8 determined what the proper classification of VoIP 8 MR, SMITH: I'm going to object to the entry
9 traffic is in terms of interstate or intrastate? 8 of this exhibit because this is -- these are all files,
10 A, For intercarrier compensation that's true. But |10 cable TV numbers, aren't they, if I understand you?
11 for purposes of regulatory jurisdiction, no, I don't {11 MR. WHITE: This is amount of video services
12 believe that's true. 12 which they're assessed under Section 5A of the Cabje
13 Q. Well, isn't there a proceeding in 2005 that was {13  Act. Thisis reported intrastate cable revenue here in
14 intended to address that? Are you aware of that 14 New Jersey.
15 proceeding? 15  A. [ apologize for one sccond, I was looking at the
16 A. There have been a lot of proceedings that have {16 CLEC survey.
17 addressed that. 1don't know which one you're referring |17 MR. SMITH: I still object to the --
18 1o in 2005. But I know that IP based services are not |18 HEARING EXAMINER ASSELTA: voure nat
19 state regulated in any state. 1% accepting these numbers?
20 Q. Butthat's not true. I can give you an example. |20 MR. SMITH: No. I'm objecting to the entry
21 In New Jersey we have a statute dealing with VoIP that |21 of evidence related to FiOS television and video which
22 says it's not regulated. Correct? 22 is outside the scope of the proceeding. It doesn't have
23 A. I'mtelling you my opinion and my understanding |23 anything to do with the three criteria or the four
24 s that there's no state that regulates VolP service as |24  services that are being examined, five, if you get
25 an intrastate service. It's not tariffed as an 25 discretionary.
]
Nin-0-Seripto JHBUEHRER & ASSOCIATES (20) Pages 78 - 31
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HEARING EXAMINER ASSELTA: Okay.
Q. Mr. Vasington, isn't it trye --

MR. SMITH: I'm sorry. Ididn't hear a
ruling,

HEARING EXAMINER ASSELTA: Why is tis
relevant? C

MR. WHITE: Two reasons, your Honor. First
of all, the telecom plant that the cable plant they use
to provide video is considered to be telecom plant so
it's reflected as telecom plant under the statewide |1
franchise. So, therefore, the cost associated with that |1
is in their telephone plant. So if looking at their 1
revenues and their profits or losses, you have to also |1
portion out -- you've got to allocate out the revenue |1
that's earned from video based upon the use of the |1
telecom plant and this is what this thing enables you 1o |1

do. . 1
HEARING EXAMINER ASSELTA: BEriefit. |1
MR. WHITE: What? 1
HEARING EXAMINER ASSELTA: sareas |2
brief it? 2

MR. SMITH: Thank you, we will just-note our |2
objection raised in the brief. aigtek 2
Q. Next exhibit is RC-10, we're high-tech on this |2
one. We have this in color. This is their response |2
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Page 84

landlines.

Q. Now, competitive wins, those are -- could you
explain what that is?

A. My onderstanding from this document is it is
generated by our customer service reps who have to
categorize both additions and losses under some
checkbox. And so if a — if they believe a customer is
coming from a competitor, then they check off the
competitive win category. If it's just coming from
growth, scmeone moving into the territory or calling to
initiate a naw service, they would click the growth box.

Q. And what about competitive driven ports out?

A. That would be where the customer's telephone
number is being ported to a competitor where a
competitor has initiated a transfer of that customer's
telephons number to their own services so it's not a
call fron: a customer itself, it's coming in from the
competitive provider,

Q. And, again, this would include both regulated and
nonreguizted residential service. Correct?

A. Yes. It would even include wireless because
numbers can be ported to wireless service.

Q. Under customer-driven, there's a category there.

A Yep.

Q. Aunri ere's some subcomponents listed, do you see
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Cross - Vasington

RC-VYNI-34 which purports to address line loss based upon
inward and outward line loss.
Are you familiar with this exhibit,

Mr. Vasington?

A. Yes, [ am.

Q. Allright. Now, let's -- I'd like to go to

page 4 first dealing with business access lines.

A. Okay.

Q. First of all, do these numbers include data on
legacy lines as well?

Page 83 | Cross - Vasington
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A. Single-line business customers? 11
Q. Yes. 12
A. [ believe that it does not distinguish between - |13
it's all business lines. 14
Q. It's all business lines. So it's competitive and |15
noncompetitive lines. 16
A. Right. 17

Q. Allright. Now, let's go back to page 1. 18
For residential at least you've got competitive |19
wins and you go from January '09 to December '11 which |20

is pages [, 2 and 3 of the exhibit. Correct? 21
A. And this also includes competitive and 22
noncompetitive lines. As classified in New Jersey. |23
Q. So it would include bundles, 21
A. ltincludes packages, bundles, and legacy 25

Page 85

that?
A. Yes, Ido.
Q. Can you explain what is customer initiated?
MR. SMITH: Can I just have one second with
the witness?
HEARING EXAMINER. ASSELTA: Sure.
MR. SMITH: Can we have just one moment
because we have a document we would like to refer to.

A. Alltight. Do you want me to go through the
subcategories --

Q. Yes,

A. -- and explain what they are?

Q. And what are you basing that on?

A. 1didn't know myself when reviewing this document
80 I asked the person we got the document from if he ¢an
define the terms for us,

Q. Have you provided that document to rate counse]
in discovery?

A, No.

MR. WHITE: Can I make a transcript request
for that document, please.
HEARING EXAMINER ASSELTA: Okay.

Q. Okay. Go ahead.

A. Customer initiated is the customer tells the
service rep that they're moving within Verizon franchise

vlin-th-Seript@@
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of Verizon territory but doesn't want Verizon at the new
location. Substitution is when the customer tells the
rep that they are going to use another service provider
for their -- for their service. Customer is if moves
lost is -- no, I apologize. I messed that up.
Substitution is the customer telis the rep that

they're going to use a different service provider, If
maoves lost is the customer tells the rep that they're
moving within the Verizon territory but doesn't want
Verizon at the new location. Uncontrollable is two
things, either the customer is moving out of the Verizon
service territory or there's the customer has died.
Utilization adjustment is essentially a catchall -- my
understanding is that it's a catchall for when the rep
doesn't input a disconnect, a reason for doing it.

Q. And the last category customer-driven nonpay.
A. That's company-driven nonpay, that's for
disconnect for nonpayment of service.

Q. And you will notice that that's a pretty

Cross - Vasington
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consistent number from ‘09 to December 2011, it ranges |20
anywhere from -- well, you can see for yourself, 21
A. Well, pretty consistent is a subjective term. 1 |22

see there's -- - 23
Q. It certainly exceeds on average 5,000 per month, |24
doesn't it, on an average basis? . 25

Page 88

that we're adding fewer lines and we're losing many more

lines and that trend continued all the way from 2009
through 201 1. That is why you see our number of lines
shrinking.

Q. Well, let's just take for an example, let's look
at January '09.

A. Okay. We gained 13,000 lines and we lost 38,000
lines.

Q. Well, you lost 15 to the competition. And then
if you add back in the nonpay, which is not competition,
is it?

A. No.

Q. And utilization adjustment can't be necessarily
competition either, Right?

A, No, it could be,

Q. But you can't tell, can you?

A. Right. The rep did not code anything in.

Q. And you have the burden of proof in this
proceeding, don't you, to establish a position?

MR. SMITH: Objection. You're asking for a
legal conclusion.

Q. Is it your understanding that you have the burden
of proof in this proceeding?

A. Yes. And you'll also notice that the utilization
adjustment number shrinks over time as we getinto 2011,

Cross - Vasinglon
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1 A. Eyeball basis, yes, it looks like it. 1 The reps did a better job of coding things because that
2 Q. And then if you take -- 2 number starts to go down quite a bit. Some of those
3 A. Well, actually, I'm not sure about that because | 3 could be competition, some of those may not be
4 you getinto 2011 and you have numbers in 3,000s and the | 4 competition,
5 2,000s and there's quite a few numbers under 5,000ss0 | 5 Q. But again this is all lines, correct, both
6 in the 4,000s. ' 6 competitive and noncompetitive? Correct?
7 Q. Allright. In terms of inward growth there's 7 A. Yeah. Our number of lines are shrinking in both
8 also that significant variation as well and it rampsup | 8 our competitive category and our noncompetitive
9 and then starts ramping down in April '10. Correct?| s category. In fact, they're shrinking more in our
10 A. I'm not sure you can make.conclusions on trends |10 noncompetitive category,
11 based on this data. It appears to be fairly variable. |12 Q. I'd like to show you Exhibit RC-11 next.
12 [ mean the numbers are what the numbers are. 12 A. Which -- can you identify which one?
13 Q. Give you an example, for 201 I, with the exception (13 Q. It's the appellate decision in the matter of the
14 of August and December, the numbers are -- if youround (14 investigation and review of local exchange intrastate
15 up, they're 6,000 lines per month with the exception of |18 exchange access rates.
16 July, August, and -- and October and November they're |16 A, Okay.
17 over five. Right? 17 MR. SMITH: This --
18 A. What year? 18 Q. Irefer you to go to page 54.
19 Q. December 2011. 19 MR. SMITH: I'm going --
20 A, Inward growth? 20 Q. AndS5s.
2t Q. Yes. Total. 21 MR. SMITH: I'm going to object on the
22 A. Inward subtotal, total. 22 relevance grounds just because I don't think it's
23 Q. Subtotal. Yes. ' . 23 relevant because I don't have an understanding of what
24 A, Yeah, on that I think it's very clear and it's |24 the purpose of the document is in this case,
25 consistent with the data we've shown in our testimony |25 HEARING EXAMINER ASSELTA: b s |
_—
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that?

MR. WHITE: What I'm going to point him to
the end of the decision where there were claims they
were losing money as a resuit of access charge reform.
And in here the Court specifically addressed the New
Jersey law and statute that basically says the
prohibition on subsidization of services only applies
from regulated subsidizing competitive, not competitive
subsidizing rate regulated.

MR. SMITH: Well, the document states what
it states and it stands for itself,

Q. [s that your understanding, Mr. Vasington?

MR. SMITH: Have you seen this before?

THE WITNESS: No.

Q. You didn't read this decision?

A. No.

Q. Were you involved in the access case in this
proceeding?

A. 1was a witness in the evidentiary case before --
before the Board. Verizon doesn't let me write briefs
to appellate courts so I'm not involved in that portion
of the proceeding.

Q. So you didn’t care what the outcome of those
appeals were?

MR. SMITH: Objection, your Honor. That's

Cross - Vasington
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What the data are showing are 411 usage by age
and length of time. So, for example, what this is
showing is that for different age groups how many years
have you been using Verizon DA, not usage by age group.
it's measuring how many years you've been using it. And
naturaily as you get older, the older people are the
more years they've been using the service.

And if you look at the seript itself on the
following page, you can see that the question this is
referring to is Question 8, which is, for how long have
you been using Verizon 411 services. So whoever put
this chart together, I don't think the heading they put
on the chart actually matched the data that they were
referring to.

Q. You didn't correct that, did you, in your
testimony or in a subsequent letter to rate counsel?

A. It's not a correction. You asked for a document,
This is actually what the documents represents, My
opinion is the person who put the document together was
kind of sloppy in how they labeled things, but that's
not a correction.

Q. The next exhibit is RC Exhibit 14. This is an
article that appeared in the Wall Street Journal, I'm
going to refer you to page 29 in your rebuttal
testimony.

Cross - Vasington
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1 argumentative, 1 A. Waitaminute. Can I read the article, please?

2 HEARING EXAMINER ASSELTA: susuined. | 2 MS. BENEDEK: What was the page reference?

3 Q. Areyouaware that Verizon appealed the decision? | 3 Q. Page 29 and 30 of your reburtal testimony.

4 A. Yes. 4 When you're through reading the article, let me

5 Q. Areyou later aware that they withdrew it? 5 know and then we can turn to your testimony,

6 A. Yes. 6 MR. SMITH: Actually, we can turn to my

7 Q. And--fine. I'll move on, 7  objection first because that's the appropriate

8 I'm now going to go to Exhibit 13 which is a 8 procedural order. We object to any line of questioning

9 response you did to RC-VNJ-203. It deals with directory | 9 that goes into the cross-marketing agreement between
10 assistance. 10 Verizon affiliates.
11 A. Okay. 11 The cross-marketing agreement doesn't
12 Q. Thisexhibit was also subject to the motion to  [12  involve Verizon New Jersey, Inc., at all. Mr. Vasington
13 compel. But for this purposes, I'll refer you to the |13  actually points that out on his testimony starting on
14 last page, page 10. 14 page 28. We don't see the relevance and we also note
1s  A. The last page is the survey script. 15 that neither Mr. Vasington nor I certainly not involved
16 Q. 411 usage by age group. 16 in the cross-marketing agreement case.
17 A Yes. 17 I know that there has been an exchange of
18 Q. Do you see 65 plus? 1g proprietary documents in that case. I know that rate
19 A. Yes. 19 counsel and his witnesses have access to those, We
20 Q. It has the highest usage by age group. Correct? {20 don't. So besides the fact that it's not relevant, out
21 A. Actually, no. Glad you brought this up, because |21  of a matter of fairness, they have the upper hand on us
22 asl was reviewing this document, it became clear to me 22  in the sense they know more than we do about this,
23 that the heading of the graph on the bottom of the |23 HEARING EXAMINER ASSELTA: Okay,
24 sheet, the second haif of the picture, does not actually |24 MR. WHITE: On page 29 and 30, they
25 match what the data are showing, 25 specifically refute our position that this is relevant
Mitn-ULScripud JHBUEHRER & ASSOCIATES {23) Pages 90 - 93
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1 tothe Board's analysis and they go into quite some | 1 Q. Did you support it?

2 detail and they cite to an executive vice presidentand] 2 A. Yes.

3 general counsel for Verizon rational for Verizonto | 3 Q. Okay.

4 enter the joint marketing agreements and we've rajsed 4 A. Ilobbied in favor of it.

5 issues about whether joint marketing agreements distorts | S Q. Okay. If'you go to page ! dealing with telecom
6 competition. And, in fact, that it also effects the 6 companies and common carrier offering telephone service.

7 level of competition across a whole range of services.| 7 Do you see that?

8 And they brought it into this proceeding. Andthis | 8 A. Yes.

s article clearly supports rate counsel's position, 9 Q. This legislation focused on an

10 Department of Justice is seriously looking at this, the |20 exchange-by-exchange basis. Correct?

11 anticompetitive effects. 11 A. Legislation focused on a lot of things, The

12 MR. SMITH: Well, it's for the Department of (12 primary thing it did was exempt wireless service from

13 Justice and the FCC to make a determination. If youre |13 regulation. In fact, the latest version of this

14 going to go to a newspaper article, we're not involved |14 legislation -- proposed legislation was changed to be

15 in the nitty-gritty in the legal case. We get clips all |15 only the provision in Section 8 to exempt wireless

16 day saying that, you know, there may be conditions |16 service from regulation.

17 imposed, it may be approved, but it's reaily in the |17 Q. So they decided to keep regulation of local

18 bailiwick of the Department of Justice and the FCC. {18 exchange service and same issue we have fere in this

19 And if we have questioning here in two weeks|19 proceeding. Correct?

20 from now, they approve the deal without any conditions, |20 A. Back up for a second. First of all, this

21 then we're -- we also, as I said, it's a matter of 21 legislation just had a hearing last week so nothing has

22 fairness. Rate counsel and its witnesses they have 122  been decided by anybody.

23 signed nondisclosure agreements in that case. They put 123 Q. But you supported this legistation at the time.

24 incomments. They know much more about underlying (24 Right?

25 agreements then we certainly do. And the essenfi/at 25  A. Yeah.

Cross - Vasington Fage 95 |Cross - Vasinglon Page 97
1 thing is that it's not relevant. 1 Q. And you supported that if you're going to deal
2 MR. WHITE: This directly undermines the | 2 with telecom regulation, you would look at
3 witness's credibility, the statements in his rebuttal 3 exchange-by-exchange basis. [s that correct or not?
4 testimony about significance of these marketing 4 A. WhatI would support as a legislative basis
5 agreements so it's relevant for those purposes and we | 5  doesn't mean I think it's necessarily the appropriate
6 will brief it accordingly. 6 economic way to evaluate things. This -- any
7 And even if they do come out with a 7 legislation is designed in context of what is feasible
8 subsequent decision approving the transaction, they can | 8 and achievable in the legislative context which may be
9 certainly allude -- they can point that out in their 8 very different from what I would advocate, say, as a

10  briefs as well. It doesn't mean they're not going to |10 witness advocating for what I think the correct policy

11 impose conditions on any deal that is ultimately done |11 is. The legislative arena is very different from an

12 and those conditions could also effect what the effect [12  administrative arena in my opinion.

13 here is in New Jersey and the independence of the |13 HEARING EXAMINER ASSELTA: $o your

14 marketplace, 14 establishment here is a similar piece of legislation

15 HEARING EXAMINER ASSELTA: Okay. |15 that passed the New Jersey State Legislature is also

16 Q. Okay. The last exhibit which is Exhibit 15, this |16  working its way through the Massachusetts legislature

17 is legislation that was proposed in Massachusetts. It's [17 which exempts the regulatory powers of this body here,

18 some legislation that was proposed last year here in New |18 MR. WHITE: Actually, it's a little broader

19 Jersey to have legislation declare services competitive. {19 than, it's the fact that they attempted to get

20 Mr. Vasington, if you take a look at it, tell me |20 regulatory relief through legislature. They were

21 when you're finished and then I have questions foryou. |21  unsuccessful here in New Jersey. And then they did

22 A. I'm familiar with it, 22 similar recently in Massachusetts, introduced

23 Q. Did you participate in these Massachusetts 23 legislation. The significance of this legislation is it

24 consideration of this Massachusetts legislation? 24 counters the whole thing. You look at the whole state

25 A, Yes, 25 as a market which is what their position has been in
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their testimony. You don't look at the wire center or] 1
focal exchange basis. And this legislation they 2
supported, specifically addressing that you look at the | 3
local exchange and this counters and conflicts with his | 4
statements here and it's appropriate for 5
cross-examination and the inconsistency can be used to | &
undermine his credibility at this point. 7
MR. SMITH: We don't obviously think it's | s
another state, has no bearing on the particular 9
standards. You know, we think it's not relevant to this |10
proceeding. If we open the door for that, we're going (11
to go out and survey fifty states and we're going to go|12
through all of the states, What's before the Board are {13
three statutory criteria. 14
HEARING EXAMINER ASSELTA: Howmary |15
questions do you have relative to this? 16
MR. WHITE: I have no further questions. 1 |17

just point out what it says. 18
HEARING EXAMINER ASSELTA: aliright. |19

BY MR. WHITE: 20
Q. Okay. Mr. Vasington, I want to refer you to 21
Verizon New Jersey statistics and sources of 22
information. 23
You have a number that you set forth in 24
RC-VNI-166 for residential FiOS lines? 25

Page 100 [

Verizon provides to the FCC and which page are we
looking at?
Q. Itdeals with resideniial FiOS as reported. IfI
can show you an exhibit that we prepared.
Let me back up. Ycu identified nurnber of
households in the New Jersey in your testimony.
Correct?
A. We identified the meaoer of households in our
service territory,
Q. Right. And you alss identified retail primary
residential lines in your testimony as well, Right?
A. Yes.
Q. And residential priiv.avy lines. Correct?
A. 1 think those are the ~une things,
What was the first quastion?
Q. You have two differc..t numbers. I can tell
You -- ‘
MR. SMITH.: Pz;; - ,eference to the testimony?
Q. One’s attachment RC z-tachment RC-VNJ-64, B, D,
N-R, supplemental, Marci. 19, 2012,

The next category you :ad was residential primary
lines which was differen: in the cite for that initjal
at 7 -- initial testimony «: 7.

A. Yes.
My direct testimony s filed in February and we

Cross - Vasington
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1 A. [ don't have that discovery in front of me. 1 updated that response to § as of March (9, 2012. So the

2 1667 2 numbers might not correspond exactly.

3 HEARING EXAMINER ASSELTA: jummer | 3 Q. No, I understand.

4 record here regarding the briefings moved thatare | 4 The 477 reports, if y. g0 10 2011 on page two of

5 outside the scope of this Board order, I will later 5 thereport. You have it thiere?

6 determine whether such briefings should occureven| & A. What do I have there?

7 though we're agreeing now, we'll save that determination | 7 Q. Under broadband optirum fiber end user category

g for later. 8 total connections.

9 MR. SMITH: Thank you, 9 A. You're going to have to slow down because I'm not
10 (START CONFIDENTIAL PORTION TRANSCRIPT.) (10  familiar with Form 477 and it's very small and dense so
11 Q. Icanshow -- I prepared an exhibit which I - |11 help me out on what I'm luoking at.

12 MR. SMITH: What's the number again? 12 Q. Do you have the 477 report?

13 Q. Youreported 561,170 residential FiOS lines. |13 A. Yeah. And I have page 2 of 6. It says page 2 of
14 {END CONFIDENTIAL PORTION TRANSCRIPT)) {14 6 onthe top.

15 MR. SMITH: We're getting into the 15 Q. Yes.

16 confidential. 16  A. And where am I looking from there?

17 MR. WHITE: it is proprietary so we'lt put {17 Q. On page 3 of 6 go down to Part 1A, broadband,
18 it under seal. 18 optical carrier.

19 MR. SMITH: Is everyone in the room -- has j13  A. Okay.

20 anyone in the room not signed the nondisclosure 20 Q. Do you see the number that's there under grade

21 agreement. Okay. Thank you. 21 equivalent measure?

22 Q. The numbers will be confidential. After the 22 A. Under grade equivalent, the words grade

23 numbers, then it ends and we'll go on to the next 23  equivalent.

24 number, 2¢ Q. Connections.

25 A. Sothese are form -- Form 477 submissions that |25 A. Yes. Yes.
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Q. And then if you go to Column 5, there's a percent
of that which are residential users.

A. Percentage. That first category that connect to
residential end users and have information t}apsfer
rates succeeding 200 kilobits per second in hoth
direction. v
Q. Right. And there's a percentage there. Right?

A. Right.

(START CONFIDENTIAL PORTION OF TRANSCRIPT,)

Q. Ifyou multiple -- subject to check, if you
multiply that percentage times the number, you'll.come
out with approximately -- proprietary began -
five-six-one-one-seven-oh. End proprietary, .

(END CONFIDENTIAL PORTION OF TRANSCRIPT.)

A. Okay. Okay.

Q. You also report FiOS digital voice lines in your
testimony. Correct?

A. More space.

Yes, in my reply testimony. .

Q. [believe it's in your rebuttal, .

A, It's in both I think. \

MR. SMITH: Do you have a page number on the
rebuttal testimony? I'm curious where this isall
going, Mr. White. I know it's Your cross-examination
but.

ray *
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that are used for IP VolP telephony from FiOS$ -- FiOs
customers,
HEARING EXAMINER ASSELTA.: tethat clear?
Mr. White, move on.

Q. So the FIOS digital voice lines you now say
should probably be included in the number of lines that
Verizon provides. Correct?

A. Weii, what I said was that it depends on what
questior. you're asking. If you're asking how many
regulated telephone lines we have, then the numbers |
had in my direct testimony were what they were,

After reading rate counsei's reply testimony, 1
thought it would also be useful for the Board to see -~
to answer the question, how many primary -- how many
telephons= lines - how many households in our service
territory hzs Verizon telecom telephone line so 1 added
in FiO8 digital voice lines as well,

Q. And 2gain the Internet number that you provided,
broadbans, again that's provided over the plant and the
equipmez.t that Verizon New Jersey operates here in New
Jersey. Correct?

A. Well, it's provided over our FiOS network. The
FiOS numder in the 477 report is provided over our fiber
optic nsiwork which is not same as our core copper
networl:,
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MR. WHITE: Page 33 of his rebuttal,

MR. SMITH: Say again, please,

MR. WHITE: Page 33 of his rebuttal.

MR. SMITH: Mr. White, I'm going to object
on relevancy because [ don't see where this is going at
this point. You're throwing out a lot of numbers,

HEARING EXAMINER ASSELTA: Whes poie wre
you trying make here, Mr. White? '

MR. WHITE: In his testimony originally said
you don't include FiOS lines that they served. He
subsequently changed that in his rebuttal and provided a
number. &

Q. Now, the question I have is under the 477
reports, there's this other number that we just went
through, I'm trying to find out what is the difference,

HEARING EXAMINER ASSELTA: Thers you o,

A. The 477 is broadband service. This is FiOS
digital voice. I'm saying this.

Sorry about that, Commissioners.

HEARING EXAMINER ASSELTA: ns okay.

A. The 477 report is reporting broadband service so
FiOS Internet, people buying FiOS Internet which gives
them crazy fast speeds to use the Internet.

In my reply testimony on page 8 is our number of

FiOS digital voice lines. So the number of our lines
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Q. But it is all part of Verizon New Jersey's plant
and equipment under the statewide franchise statute,
Correct?
WIR. SMITH: It's asking for a legal
conclusion. 1 object,
Q. Yor:'re understanding is that it's provided, that
is what the requirement --
MR. SMITH: Still objectionable. It's still
asking for a legal conclusion.
HEARING EXAMINER ASSELTA.: P
Q. I'll move on.
Can you return to your rebuttal testimony,
page 13, lines 19 through --
A. Thave a lot of testimonies. Hold on a second,
Rebuttal?
HEARING EXAMINER ASSELTA: P
with this particular witness do you predict?
MR. WHITE: I'm making pretty good progress,
HEARING EXAMINER ASSELTA- Re's oieg u
little haggard.
(A discussion is held off the record.)
A. Okay. Rebuttal testimony. Got it
Q. Page 13 and 14 on page 13, lines 19 to the end of
page and on page 14, lines 1 through 12,
A. Okay. Yes.

_—
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Q. This is your position in this section that you're
basically unable to sustain any profits. Correct?

A. I'm not in the same place. Maybe [ am getting |

haggard. I'm in my rebuttal, page 13,
MR. SMITH: The question, please explain
what you mean when you say that rate counsel's position

has been muddled. That's what | have in the middle of |

page 13. Do I have the right place?

MR. WHITE: No. We're going to have to get
a correct cite.

Q. You did an elasticity study, correct, for
residential basic local service?

MR. SMITH: I'm going to object. Asked and
answered.

HEARING EXAMINER ASSELTA: vuenwse
beginning.

MR. WHITE: What I'm trying to go do now
with this line of questioning is that if you -- that was
done in a subset of lines that they offer. And if you
inctude other lines, including the FiOS lines and other
types of lines, including the requirements that are
under state faw that for bundles you have to include the
price of the basic local exchange service that his
analysis is -- that they are unprofitable is incorrect.

MR. SMITH: Objection. We're getting into

1
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thinks adding in FiOS revenues is going to make us
profitable, we pointed out that in the last few years |
where negative net income even on a total company basis
and that includes FiOS cost and revenues because bath
intrastate and interstate.

MR. WHITE: He's again mixing revenues with
profits. We're talking about revenues now, The test
for market power is a revenue generated basis, not a
profit generated basis.

HEARING EXAMINER ASSELTA: wutepme.
what's market power? Explain to me.

THE WITNESS: Market power is the ability to
sustain an above market price and eam monopoly profits |
from that. Profits is different than revenue. You can |
have a service that generates a ton of revenues., And if
it's got really high costs, you're not going to generate .
any profits. You have another service that you only get
$10 from and it costs you a dollar to provide, you're |
going to have a lot of profits. So profits and revenues
aren't the same thing at ail.

Q. I'm going to refer you to page 4 of your rebuttal
testimony.

A. Yep.

Q. Lines I through 12, that's the corrected cite and
I apologize for the erroneous cite previously.

- P.age. -107
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1 issue of cost again. 1 A. Okay. I'm there.
2 MR. WHITE: This is not an issue of cost. 2 MR. SMITH: Some of this is proprietary, |
3 This directly relates to his testimony that it was 3 confidential. |
| 4 unprofitable, Unprofitable is not related to costin | 4 MR. WHITE: I'm not going get into the |
5 any way. It's a question of whether or not the revenues | 5 numbers.
6 that they earned when you take into account line loss is | & (START CONFIDENTIAL PORTION OF TRANSCRIPT.)
7 still positive revenue. It has nothing to do with 7 Q. Other than the fact that your bottom line -- and
8 whether it's a profit or loss. He's referring to it as & this a proprietary, begin proprietary, unable to sustain |
9 unable to sustain revenues, let alone profits is what | o revenues, let alone any profits, end proprietary.
16 his initial testimony was on this, 10 (END CONFIDENTIAL PORTION OF TRANSCRIPT.)
11 So all I'm trying to do is go over what 11 A. Correct, And | testified earfier that our

12 happens to his analysis if you include other lines. {12 expenses have declined at slower pace than our revenues

113 MR. SMITH: We're getting into issues of -- |13 had. So if we're not even able to sustain revenues and

314 MR. WHITE: Other revenues, what happens to |14 our expenses aren't declining by as much, that, by

i15 other revenues to his analysis. 15 definition, would decrease our profits.

16 HEARING EXAMINER ASSELTA: s |16 Q. But again this analysis is based upon a subset of |
17 to answer that? 17 lines. Correct? |
18 THE WITNESS: That is a big word concerning |18 A. Yeah. This analysis is the subset of lines that
13 what he just said. 1'm not really following what he's |19 are subject to this proceeding for residential services
20 talking about. He asking -- | provided testimony inmy |20 for Verizon.

121 reply testimony that in annual reports we show we are {21 So I'm rebutting. Rate counsel is saying that we |

{22 negative net income for the past number of years. 122  would be able to generate monopoly profits from legacy

l23 HEARING EXAMINER ASSELTA: rwawas (23 landline residentiaf customers in this case. And I'm
24 report. |24 pointing out that even when we had the rate increases
25 THE WITNESS: I can clarify it. Ifhe 25 from the prior settlement, we weren't even able to
wlin-1-Seripté JHBUEHRER & ASSOCIATES (27) Pages 106 - 109
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| 1 sustain our revenues, our revenues went down. And| 1 that were updated in the new FCC report. Off the top of
2 because our expenses haven't been going down by the same | 2 my head, [ know what the numbers are if it would help to
3 proportion, our profits -- cur losses are increased. 3 update them.
¢ Q. The year ending number for 2010 shown in your | 4 Q. Yes.
5 testimony, do you see that? 5 A. Inmy testimony | refer to the FCC's {ocal
6 A, Yes, 6 competition report on the percentage of the wirelinel
7 Q. Isthat only legacy lines? 7 market that is represented by CLECs in New Jersey. In i
8 A. Yes,itis. 8 my testimony I said it was 46 percent. In the Jatest |
9 7 Those are the only lines that the rate increases | 8 FCC local competition report, it's 49 percent served by
10 were applied to. 10 CLECs. In other parts of my testimony, I quoted the
(211 Q. In your opinion. 11 FCC's broadband report as showing that 78 percent of New
12 A, Inour tariff, 12 Jersey households have broadband service and that number |
13 Q. What about the statute that requires youto - |13 is now 80 percent as of FCC reports,
14 MR. SMITH: Objection. 14 COMMISSIONER FOX: Actually have.
15 Q. -- impute the residential standalone rate in your |18 THE WITNESS: Actually have broadband
16 bundles? 16 service, yes.
17 MR. SMITH: Objection. He's asking fora [17 Q. So under that report the ILEC still service
18 legal conclusion. We've also been over this ground {18 51 percent of the market?
19 earlier today. 13 A. No. The ILECs --
lz0 HEARING EXAMINER ASSELTA: Move on, | 20 Q. For total switched access lines and VoIP
|21 MR. WHITE: Okay. 21 subscriptions?
22 MR. SMITH: Commissioner, is it all right |22 A, That's not the market, Quote, unguote. The |
23  if we take 5 or 10 minutes break for, just 5 or 23 market is bigger than that, as I point out in my ’
|24 10 minutes. 24 testimony.
‘25 (A short recess is taken,) 25 in that report that shows out of segment that
!y
_ — i e i 'L
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1 HEARING EXAMINER ASSELTA: aliigh | 1 reports to the FCC, the publicly reported data which is |
| 2 Where were we, Mr. White? i 2 the regulated wireline market, CLEC stiil had -- CLECs
3 Ready. Okay. | 3 had 49 percent, we had 5] -- ILECs had 51 percent of the
4 BY MR. WHITE: 4 market.
5 Q. Okay. Mr. Vasington, are you aware that the FCC | 5 Now, even that data from the FCC is from an
6 issued another report on competition in the wireline | & earlier time period. I provided some data in my
7 market? 7 testimony showing that as of end of 2011 we actually
8 A. Yes. 8 served half -~ less than half of even that wireline
' 9 Q. Do you know the date of that report? 9 subsegment,
10 A. No. 10 MR. WHITE: I have no further questions,
{11 Q. Would you take subject to check it was June 30th |11 your Honor.
112 of 20117 12 HEARING EXAMINER ASSELTA: Okay.
13 A. That's the date as of June 30th, 2011, ordate |13 MR. SMITH: Commissioners, if | may?
14 issued the report? 14 HEARING EXAMINER ASSELTA: Sure.
15 Q. The report was issued June 30th, 2011, 15 MR. SMITH: I have just one redirect
{16 A. I'm going to guess you mean to say '12. 16 question for Mr. Vasington.
17 Q. I'mean 2012. Excuse me. 17 HEARING EXAMINER ASSELTA: Okay. |
18 A. P'll take that subject to check, yes. 18 Hol on. i
19 Q. Have you seen it? 19 The scope of costs, profits, and revenues is
20 A. Yes, 20 limited by our June 14th, 2012, order. |
{21 Q. Did you analyze it? 21 [ just want to make that clear. |
laz A1 looked to see if the -- | didn't analyze the 22 Go. [
23 entire report. ! looked to see if the numbers I quoted |23 MR. SMITH: Thank you, as I said,
24 inmy testimonies from that report and the broadband | 24 Commissioner, I just have one brief questionon |
25 report were substantially different from the numbers|25 redirect. J
= . ! ISR o
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REDIRECT EXAMINATION OF MR, VASINGTON BY MR. SMITH:
Q. Mr. Vasington, and it goes back to the very
beginning this morning when Commissioner Fox asked me a .
question, and | gave my answer and | also deferred to |
Mr. Vasington because Mr. Vasington has some testimony.
Now, Mr. Vasington, do you recall the question

the Commissioner asked you related to our lines?

A. Yes, | do. i

Q. And it had to do with our basic standalone lines. |
Correct?

A. That's correct.

Q. Do you want to add to my answer and provide your

opinion related to that issue?

A. Yes.

HEARING EXAMINER ASSELTA: auvg. ta
me interject this. For the record, counsel's responses
are evidentiary for classifications -- I can't read your
writing.

MR. MOREAU: The testimony you had given
that's not evidentiary,

MR. SMITH: Right. It was my opinion as
back-and-forth between Commissioner and that's one of
the reasons why we were bringing it over to |
Mr. Vasington to explain it further and touched on his |
testimony.
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HEARING EXAMINER ASSELTA: Redirect

RECROSS EXAMINATION OF MR. VASINGTON BY MR, WHITE:
Q. Does Rhode Island have the same statutory

framework as New Jersey regarding that bundled

standalone has to be offered separately from a bundle?

MR. SMITH: I object. He's asking for a
legal conclusion,

MR. WHITE: He just testified to what
they've done in Rhode Island. He's 2 regulatory expert.
If he doesn't know, he can say he doesn't know. But if
he doesn't know, then I question how much of a
regulatory expert he is.

MR. SMITH: He's testifying to the facts,
even as the best regulatory ex-commissioner in the
United States which § think he's among, he still is not,i
a lawyer and he's not allowed to opine on legal issues, |

HEARING EXAMINER ASSELTA: Thacs i

Q. Rhede Island -- Rhode Island is a completely ‘
different state in terms of economics than New Jersey.
Isn't the correct?

A. A totally different state --
Q. Economically. |
A. No. Both relatively densely populated eastern
seaboard states. |
Q. What's a relative income of Rhode Island versus |
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THE WITNESS: My understanding of the
Commissioner's question was whether or not if the Board
grants competitive classification of legacy landline
services, what the possibility that we would no longer
provide legacy landline services. And I have some
testimony in response to some points made by rate
counsel pointing out that in State of Rhode Island where
we were given full pricing flexibility as long ago as
six years ago in 2006, today we actually serve a higher |
percentage of our lines as legacy landline type services
in that state than we do in New Jersey.

So there's an example for six years we've
had an ability to effectively price and provide those
services in a manner that we want. And we not only
continue to provide them, but we actually provide them
as a higher proportion of our total services than we do
here today.

Q. And the rate increase was?

A. There was one rate increase in Rhode Island,
After we were given full pricing flexibility, there was
one rate increase that year in 2006 of $1 and there
hasn't been any subsequent rate increases.
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THE WITNESS: In Rhode Island, yes. {
MR. WHITE: Redirect. |
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New Jersey? I
A. 1 don't know that.
Q. Think it's higher or lower than New Jersey?
A. Don'tknow that either. i
Q. Do you know what unemployment rate in Rhode
Island is?

MR. SMITH: Objection. Going beyond the
scope of the redirect testimony.

HEARING EXAMINER ASSELTA: v o,
your point.

BY MR. WHITE:
Q. By the way, is Verizon losing money in Rhode |
Istand?

MR. SMITH: Objection. Beyond the scope.

HEARING EXAMINER ASSELTA: e,
scope.,

MR. WHITE: Your Honor, the reason it's
relevant, he's pointed to Rhode Island that they kept
standalone. If they're not losing money, that's fine.

In New Jersey they're claiming to losing
money which means they have a different incentive here |
in New Jersey to basicaily increase -- to require people |
to buy bundles to overcome their alleged losses they're |
claiming here and that's a distinction I'm trying to |
bring out in whether or not we're having apples to

W Q- b N

[
- 0

12
13

15
i6
17

19
20
21
22
23
24
25

. SR
(25) Pages 114 - 117




BPU INVESTIGATION RE; ILEC SERVICES

July 17,2012

Recross - Vasington

" Page 118 | Direct - Harper

Page 120 |

An-1 - |§ti.-"-

JHBUEHRER & ASSOCIATES

1 apples comparison between Rhode Island and New Jersey. | 1 states and at least 27 different cases.
2 MR. SMITH: Still object on the relevancy. | 2 Q. And, Mr. Harper, are you familiar with the
3 HEARING EXAMINER ASSELTA: oouuse | 3 Board's 2008 order in the first phase of this  +
| 4 expertise? 4 proceeding?
5 THE WITNESS: I don't know. § A. Yes. [ reviewed it in preparation,
6 MR. WHITE: Done. 6 Q. Now, as to your exhibits, what have been
7 HEARING EXAMINER ASSELTA: newwsess, | 7 premarked as Exhibits 1 and 2, do you have any changes, |
8 MS. BENEDEK: We are going to switch chairs. | 8 corrections, additions, or deletions? |
9 Call Mark D. Harper. 9 A. Yes, I do. I have several,
10 CenturyLink cails Mark D. Harper. 10 Q. Can you please turn to your first one.
11 (A short recess is taken.) [t A. Page 25 - excuse me.
12 (CL-1, Initial Testimony of Mark D. Harper, |12 Page 24, line 15, the word our, should have been
13 public version, marked for identification.) i3 or.
14 (CL-2, Initial Testimony of Mark D. Harper, |14 Page 26, line 2, strike the word directory and
18 confidential version, marked for identification.) 15  just replace it with DA. -
(16 (CL-3, Reply Testimony of Mark D. Harper, |16 Page 30, line 12, the word are should have been
17  public version, marked for identification.) 17 area, just add an "a". CenturyLink serving area.
1g (CL-4, Reply Testimony of Mark D. Harper, |18 Page 32, line 6, after the word wireless, the
19 confidential version, marked for identification.) 19 word only should be inserted.
20 (CL-5, Rebuttal Testimony of Mark D. Harper, |20 Page 36, line 8, everything should have instead
21 Public Version, marked for identification.) 21 just been every. Strike thing.
22 (CL-6, Rebuttal Testimony of Mark D, Harper, |22 Q. Now, with those corrections if | were to agk
23 confidential version, marked for identification.) 23  you--
124 MARK D. HARPER, Director, 24 A. Sue, there was one more.
{25  Regulatory Operations and Policy, Embarq Management |25 Q. Oh, there's one more. !
Diract - Harper Page 118 |Direct - Harper Tage‘;;‘!-d
|
i 1 Company, d/b/a CenturyLink, having a businessat | 1 A. There's one more. I'm sorry. |
| 2 100 CenturyLink Drive, Monroe, Louisiana 71203, having | 2 Page 38, line 9, after the word of it should read
3 been duly sworn by the Notary, testified as follows: | 3 competitors -- of competitors at a pace. The word
4 DIRECT EXAMINATION OF MR. HARPER BY MS. BENEDEK: | 4 competitors was left out.
| 5 Q. Mr. Harper, with respect to -~ et the record 5 Q. Now, with those corrections, if [ were to ask you |
6 reflect that we have previously provided to the 6 the same questions in your testimony today, would your
7 Commissioners and the court reporter copies of what has | 7 answers be the same?
8 been marked as CenturyLink Exhibits I through 6 8 A. Yes, they would.
9 consisting of the prefiled testimony of Mr. Mark D. | ¢ Q. Now, with regard 1o your reply testimony, do you |
16 Harper. 10 have any corrections to your reply testimony?
11 Mr. Harper, with respect to what has been 11 A. Yes, just two.
12 identified as CenturyLink Exhibits 1 through and |22 In the reply testimony on page 33, line 17, we
13 including 6, your initial, reply, and rebuttal 13 should replace the word to, t-o, with it should not be,
14  testimonies, were those exhibits prepared by you under |14 I'm sorry leave off be. It should not.
15 your direct supervision and control? i5 And then, finally, just a simple change on line
16 A, Yes, they were. 16 33, mistakenly referred to reply testimony -- on
117 Q. And, Mr. Harper, what is your present title? 17 page 35, line 15, it should say reply instead of
18 A. Director of regulatory operations. 18 initial.
19 Q. And for how long have you been employed inthe (19 Q. Now, if | were to ask you the questions in the
20 telecommunications industry? 20 reply testimony, would your answers be the same?
121 A. Twenty-nine years. 21 A. Yes, they would. |
{22 Q. Have you submitted written testimony or testified |22 Q. Now, finally, turning to your rebuttal testimony,
23 in other state regulatory proceedings? 23 do you have any changes, corrections, additions, or
24 A. Yes. Asidentified in my testimony and my CV,|24 deletions? i
25 [I've submitted testimony and been on the stand in seven {25 A. Justtwo. On page 11, line 2, it should be -- 1
o o R i - R
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1 "s" should be inserted after offering. So it's | 1 A. Yes, subject to check.

2 offerings from CLECs. ' 2 Q. Now, what courses did you take dealing with

3 And on page 12, line 6, the word continued there| 3 economics when you were in college?

4 at the beginning should be struck. 4  A. That was a while ago. But when 1 was in cotlege,

5 MS. BENEDEK: Thank you, Mr. Harper. 5 11took a number of economics courses. | was a finance !

6 Mr. Harper is available for ¢ major. And it's part of the course of business, we had

7 cross-examination. 7 to take micro, macroeconomics, various other classes.

8 HEARING EXAMINER ASSELTA: mr. white, | & Q. Do you have an advanced degree in economics? |
| 9 CROSS-EXAMINATION OF MR. HARPER BY MR. WHITE: | ¢ A. No, | do not, '
{10 Q. Good afternoon, Mr. Harper, 10 Q. Now, you referred to a number of regulatory

11 A. Hello, Mr. White. 11 proceedings which you participated in.

12 Q. I'll start off, you filed direct, reply, and 12 A, Correct.

13 rebuttal testimony in this proceeding. Correct? 13 Q. I'd like to go over those for a minute.

14 A. Yes, Ldid. 14 A. Sure. Okay. Idon't have a copy of it.

15 Q. When were you contacted regarding providing |15 Q. Curiculum vitae.

16 testimony in this proceeding? 16 A. Itwas provided in discovery [ think it's --

17 A. Aspart of my job, I'm the support team for New|17 Q. It'sRC--

18 Jersey so during the regular course of our -~ we havel18  A. One fifty-four I think.

19  weekly calls, talking about what's going on inthe |15 Q. One fifty-four.

{20 region.’ And during that process, probably sometime in |20 MS. BENEDEK: May | approach the witness,

21 the summer, fall, Dave Bonsick let me know this case was |21 your Honor?

22 going to come up again. It was time. 22 A, Thank you.

23 Q. Did you start collecting data to prepare 23 Yes, sir.

24 ftestimony in this case? 24 Q. Just for the ease of the Commissioners, you list
25 A. No, not at that time. 25 Kansas proceedings, Missouri proceedings, Nebraska
Cross - Harper Page 123 |Cross - Harper Page 125 -!

1 Q. Whendid you start getting data to use in 1 proceedings, New fersey, Pennsylvania, Texas, and |

2 preparation of your testimony? 2 Virginia. Is that correct? 3

3 A. lengaged in the data collecting after the - 3 A. Yes. i

4 began in intensity after the final list of services were| 4 Q. In the first Kansas proceeding that you list that !

5 submitted by ourselves and by rate counsel. 5 dealt with Kansas USF and establishing a state fund for |

6 Q. That would be December 2011, subjectto check.| 6 USF. Correct?

7 A. [ think would be about in that time line. 7 A. Yes, itdid. That was the primary subject of
! 8 Q. Did you draft and prepare all your testimony? 8 that,

9 A. Yes, | did. 9 Q. It did not involve whether services be

10 Q. No one assisted you in preparation and drafting |10 reclassified as competitive. Correct?

11 of yourtestimony? 11 A. Not specifically. The aspects of competition and
1z A. Drafting and preparing testimony, 1 work closely (12 the need for support in rural areas certainly were an
|13 with counsel on the sections dealing with the statutes |13 aspect of that case. i
{14 and how to interpret that to make sure that as a 14 Q. Focused on USF. Correct? f
115 nonlawyer that my discussion of that was accurate. |15 A, Yes. That was the outcome. That was the focus,
116 Q. Okay. Do you own CenturyLink stock? 16 Q. That was in [999,

117 A. Yes, Ido. 17  A. That case continued for several years. '99 would
{18 Q. Now, you alluded to your educational experience. |18 have been the year it was initiated. Their fiscal year,
fz9 Correct? 19 as they count it, '99, '
120 A. Yes, it was listed in my qualifications, CV. 20 Q. And in the next docket that you list generic

121 Q. Do you know when your CV was provided to rate |21 investigation and recip comp should be paid to traffic
|22 counsel? 22 to an Internet service provider.

23 A. ltwas provided in discovery. | don't remember (23 A. Right, .
|24 the specific date. I'm sorry. 124 Q. That's also not dealing with reclassification. |
125 Q. Subject to check, would you -- July 13th, 20122 |25 Right?

- | R IS
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1 A, No, not in that case. No. 1 been other people. We may have involved other witnesses

2 Q. In the next one that you list which is an '07 2 and set with the initial case under that law.

3 docket, review of commissions federal USF certification | 3 Q. Do you know a Dr, Stairh?

4 requirements. That's doesn't deal with -- thatdeals | 4 A, Yes, I know Dr. Stairh,

5 with ETCs not -- 5 Q. Did any of these cases involve his testimony as

6 A. Thatdealt with ETCs and competitive equity of | & wel]?

7 how federal support should be distributed, 7 A. It's hard to recall which ones. But at times,

8 Q. And the last one listed on that page is 8 yes, we testified together.

9 interstate access charges. Correct? 8 Q. I'dlike a transcript request of those
10 A, Intrastate access charges. 10 proceedings which you participated with him and provided
11 Q. Intrastate access. 11 testimony. And this would include any of these other
12 A, That case had -- again you asked about 12 states that you listed where you participated,
13 classification, but it certainly had competitive 13 A. Okay. Specifically dockets where both he and [
14 aspects. A large part of the case was competition. |14 testified?
15 Q. Inthe '06 case that's listed on the next page 15 Q. Correct.
16 was a merger case. 16 A, Okay.
17 A. It was the separation of Embarq from Sprint. 17 Q. And copies of the testimony that you provided.
18 Q. Okay. And then the last docket was a'94 docket.|18  A. I think --
19 A. Yes. 19 MS. BENEDEK: We will see if there is any.
20 Q. Which was an investigation, 1994, into the 20 A. -- we have supplied some testimony in answer to
21 competition within the telecommunications industry in {21 another request, but I don't think any of Dr. Stairh's
22 the State of Kansas. 22 testimony.
23 A. Right. 23 Q. Were you involved in the filing by CenturyLink
2¢ Q. That proceeding did not involve reclassification {24 for forbearance regarding enterprise Ethernet services
25 of regulated services competitive, did it? 25 before the FCC?

Cross - Harper Page 127 {Cross - Harper Page 129

1 A. That proceeding involved many different aspects, { 1 A, No, [ was not.
2 but one of which was the standards upon which exchanges | 2 Q. Are you generally involved in any FCC
3 could be reclassified, a following proceeding, a number | 3 proceedings?
4 of exchanges we petitioned and were granted competitive | 4 A. Not in the actual — ['m involved in the
s classification in Kansas for them. 5 implementation if it impacts the states, very involved
¢ Q. But this reclassification occurred on 6 inthe implementation of the 1CC USF reform order we're
7 exchange-by-exchange basis. Correct? 7 going through now but not in the advocacy before the
g A. That was the basis of the statute in Kansas, yes.| 8 FCC.
9 Q. And you're advocating something different herein | 9 Q. Are there other parts of CenturyLink that do
10 New Jersey. Correct? 10 that?
11 A. Yes. 11 A. Yes. We have people that are dedicated tg or
12 Q. Okay. And 1o move along, in the four proceedings |12 their primary job responsibility is the federal
13 you had in Missouri, again, the second one dealt 13 jurisdiction.
14 essentially with exchanges in Missouri. Correct? |14 Q. That is not one of your responsibilities.
15 A. Yes, itdid. There was a statute thathad been {15 A. No.
16 passed in Missouri that aliowed exchanges to be 16 Q. Now, the ILEC reclass Phase |, you didn't submit
17 essentially price deregulated with the presence of one |17 any testimony in that, did you?
18 cable -- or one facility base provider and one wireless{18 A, No. 1 betieve Dr, Stairh was our witness in that
19 provider. And we had to submit evidence and [ supported |19 case.
20 evidence to show that we had that presence in each |20 Q. Did you assist him in preparation of his
21 exchange. 21 testimony in that case?
22 Q. Were you the one filing testimony in that 22 A. I didn't in some aspects because at that time |
23 proceeding on behalf of Sprint? 23  did not have direct responsibility for New Jersey. But
24 A. Youknow, [ don't recall. I mean ] definitely |24 he and I had testified to similar issues in various
25  was the lead witness in the case, but there may have |25  states, We talked about -- collaborated about data that
plin-L-Seript@ JHBUEHRER & ASSOCIATES (32} Pages 126 - 129



_—

BPU INVESTIGATION RE; ILEC SERVICES

July 17, 2012

Cross - Harper

Cross - Harper Page 130
1 could be suppiied sources of data. That type of thing, | 1
2 Q. Dr. Stairh was essentially CenturyLink's economic | 2
3 expert. Correct? 3
4 A. That was one of the roles he played, yes. 4
5 Q. Onpage 8, line 24 to 26 of your initial 5
6 testimony, when you get there let me know and then Il | &
7 ask my question. 7
8 A. I'msorry. Which lines? 8
9 Q. Should be lines 24 to 26, 9
10 A. Tam there. 10
11 Q. Says you contend CenturyLink remains subject to |11
12 outdated regulatory constraints that continue to inflict |12
13  harm to New Jersey economic interest and to New Jersey 113
14 consumers. s that correct? 14
15 A. Correct. That's what it says. 15
16 Q. What studies, analysis, or factual support do you {16
17 have for that statement? 17
18 A. ldon't have a specific study regarding -- I mean |18
19 it's difficult to monetize harms. We're talking about {19
20 one entity within the marketplace being restricted in | 20
21 terms of its pricing actions and responses. 21
22 Q. Onpage9, lines 12 to 20 on page 10 of your |22
23 initial testimony. 23
284 A. Yes. 24
25 Q. You have figures that purport to show market |25

Page 132

CenturyLink. Is that correct?

A. They may be purchasing UNEs. They may be
customers that left. The CLEC provides its own
facilities. Simply a measure of customers that left and
wanted to take their telephone number to a campetitor.

MR. WHITE: I'm going to mark two exhibits.
One is Exhibit RC-7 which is selected statistical data
relating to annual reports filed by CenturyLink in this
case. And the first four pages are summary sheets from
within the report and behind it are the full reports.

I'm also going to have proprietary exhibit,
RC Exhibit 16, which is the 2011 477 report filed by
CenturyLink.

MS. BENEDEK: May | ask a question, Counsei?

On the top you have Verizon FCC 10-Q on the
right-hand corner.

MR. WHITE: Just ignore it.

MS. BENEDEK: Thank you.

(RC-7, Selected Statistical Data Re Annual
Reports Filed By CenturyLink, marked for
identification.)

(RC-16,2011 477 Report Filed By
CenturyLink, marked for identification.)

BY MR. WHITE:

Q. Do you have copies of those before you?

Cross - Harper Fage 131 [Cross - Harper Page 133
1 share. Correct? 1 A. Yes Ido.
2 A. Yes, [ do. 2 MR. WHITE: Commissioners, have them as
3 Q. Soin your opinion market share is a factor to 3 well? Okay.
4 consider in evaluating whether a service shouldbe | 4 Q. Let's go to Exhibit 16, go to the second page and
5 reclassified as competitive or reclassified to rate 5 if you go to the far right-hand portion of the page, you
& regulated status. Correct? 6 got -- you got a row that starts off with five digit zip
7 A. | think the market share in this case helps 7 codes and goes down all the UNE-L, UNE-P-2.
8 inform the success of and presence of substitutable | s Do you see that?
9 products and demonstrates the decisions of our customers | 9 A. Yes, [ do.

10 and the result. 10 Q. Do you know what VGE stands for?

11 Q. On page 34 of your initial testimony -- 11 A. Voice grade equivalent.

12 A. Yes, 12 Q. And there's a total at the bottom. Correct?

13 Q. -- you refer to -- you state that customers 13 MS. BENEDEK: Which is confidentiat.

14 ported numbers to 12 different CLECs in the past |14 A. Yes.

15 14 months. Correct? 15 MR. WHITE: Yes. I'm going to try to go

16 A. Isthaton line 14?7 Okay. 16 through this without addressing with confidential

17 Q. If's on page 34 somewhere. 17 because you guys all have copies.

i8 A, [ think it's this line here. s MS. BENEDEK: Thank you.

19 Yes, [ see it. : 19 Q. And then there's various breakdowns.

20 Q. Do you know what the total lines ported during |20 Do you see that?

21 that 14-month period was? 21 A. Yes.

22 A. [canadd it up, but 1 don't know. Idon't 22 Q. And if you go down where you have single-line

23 recall. It's on that schedule, but 1 don't recal] the 23  business by zip?

24 total, 24 A, Yes, I see that.

25 Q. Okay. And those CLECs purchased UNEs from |25 Q. And there's a number at the bottom of that as
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well. Right?
A. Yes.
Q. Ckay. Now, | want to refer you to RC Exhibit 17.
MS. BENEDEK: Seven?
A, Seven you mean?
Q. Seven. Excuse me.
You're wearing me out, Sue.
MS. BENEDEK: About time.
Q. Aliright. If you look at the number of access
lines -- business access lines that are reported --
A. Correct.
Q. --in 2011 you -- and this is proprietary.
Correct?
MS. BENEDEK: Hold on. I don't --
Q. [t's not marked, but I believe annual reports are
considered proprietary and not public.
MS. BENEDEK: Yes, we have.
I am getting a nod from Mr. Roberts in the
back sq, yes, they are.
Q. But you see the number there, there's a higher
number for 2010. Correct?
A. Yes, Yes.
Q. Okay. There's a lower number for 2009.
A. Yes.
Q. And for 2011, 2009, 2010, you were able to

Cross - Harper
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increase your rates for your business lines, correct,
under the stipulation that was entered into?

A. Yes, we were,

Q. Okay. And then if you go to 2008 --

A. Yes.

Q. - there's another number which is pretty much
equivalent to the number in 2011 you listed for business
lines. Is that correct?

A. Right.

Now -- I mean I'd like to explain something about

the reports.

Q. Okay.

A. Okay. Is that I've determined after doing
reviews similar to what you've done here is that we had
either interpretational difference or some
misundersianding of the instructions in the 2008, 2009
period. Those line counts for number of business access
line do not include our trunk numbers.

A better measure, more accurate measure is the
table that's on page 22 on my testimony. When [ went
back and tried to reconcile this in preparation for the
hearing, these are, in fact, what were put on the annual
reports but data is missing a piece of our business
lines. I provided the full data in MDH-6 and on page 22
of the testimony.

1 But that's why you see this anomaly in business
2 rates, our lines looking Jike they dropped and then went
3 back up again when, in fact, they did not. It was
4 during that time period that peopie doing the report
5 mistakenly left off trunks and other types of business
6 services,
7 MS. BENEDEK: That is your initial testimony
8 you referenced at page 22.
9 THE WITNESS: I'm sorry. Yes, it is.

10 HEARING EXAMINER ASSELTA: weusive

11 corrected?

12 THE WITNESS: In the annual reports.

13 MS. BENEDEK: We can correct the annual

14 reports, certainly.

18 Q. If they are corrected, would the numbers go up or

16 down? '

17  A. The numbers would go up.

18 Q. So you would have more lines than you claim.

19 A. [understand that, But it would not reflect that

20 we gained lines during a time of increasing prices. In

21 fact, lines went down every year.

22 Q. Which lines went down every year?

23 A. The 2010 and 201 | numbers are inclusive of all

24 lines. They were done correctly. 2009 and 2008 numbers

25 were not. So it's a misleading trend using that data.

Cross - Harper Page 137
1 Q. Well, are the average residential monthly bill
2 and average business bill correct, the numbers in each
3 of these reports?
4 A, To the best of my knowledge, they are. The only
5 line where I discovered an anomaly is the business
6 access lines.
7 Q. I'm going to transition back to Exhibit 16 now,
8 under the column total service retail residential lines.
9 A. Total service resell?

10 Q. Resale residential lines.

11 A, Yes

12 Q. Third -~ third column from the bottom,

13 A, [seeit

14 Q. If you want to call it a row or a column.

15 A, Iseeit

16 Q. You see the number there?

17 A, Yes, 1 do, the total.

18 Q. Do you see the next one over subtotal service

i1g resell?

20 A. For business.

21 Q. For business.

22 A, Yes, [ do.

23 Q. And do you see UNE-L, UNE-P lines --

24 A, Yes, Ido.

25 Q. -- next one over?
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1 Would you agree that those total less thanone | 1 toll and long distance when sold as a package as a
2 percent of your total access lines? 2 bundle?

3 A. For that specific count, yes, of lines provided 3 A. But this doesn't necessarily imply or does not

4 under resell or UNE, yes. 4 imply that these are sold as packages. You can buy
5 Q. Sothe CLECs that do operate in your service 5 standalone residential service. You can buy toll

6 territory essentially are providing these number of | & separately, but not as a bundie. So this is everybody
7 lines under resale or UNEs? 7 whether they're bundled, standalone, or not that has
8 A. Those two are not equivalent. They clearly have | & long distance service in the manner indicated, should be
9 their own facilities and they can purchase facilities | 9 high proportion of customers.

10 from each other and other wholesale providers whichthey |10 Q. Doesn't the data line say lines with inter and

11 regularly do in the marketplace. This is justa 11  intra long distance service?

12 demonstration of where they've utilized my network to {12 MS. BENEDEK: Objection.

13 provide their services. 13 A. It would be highly unusual for customers not to

14 Q. A good example is Level 3, isn't it? 14 have any long distance service.

15 A. Yes. Level 3 is a wholesale provider, as well as {15 Q. That'sa bundle, isn't it?

16 aretail provider. 16 MS. BENEDEK: Objection. Asked and

17 Q. And then Level 3, at least according to our CLEC |17 answered.

18 survey, does not serve the residential and single-line |18 Q. What do you define as a bundle?

19 business market. [s that correct? 19 A. Bundle would be the combination of those praducts

20 A, Ifthe question is does Level 3 from a retail 20 atasingle price. This does not say that. it just

21 perspective focus on the marketplace, the answer is no, {21  says you have the capability to make intrastate and

22 Does a Level 3 facilitate other companies to provide |22  interstate long distance calls and you have local

23 service to residential and single-line business, yes. |23 service.

24 Q. Do you know what the current number of standalone |24 HEARING EXAMINER ASSELTA: s 1tes

25 business lines that are -- let me back up. 25 answered it.

Cross - Harper Page 139 [Crass - Harper Page 141
1 Do you have the number -- most recent dataonhow | 1 Q. Can we g0 to residential for a second. The lines
2 many residential customers only have standalone 2 with both inter and intraLATA service, these lines would
3 residential service? 3 have both toll and long distance service. Correct?
4 A. I--the most recent number I have is the number] ¢ A. Yeah. I think that's what that indicates, Now
5 1 provided in my initial testimony on page 25 asof | 5 that is not -- another reason that line is higher too is
6 November 2011, 6 because that's business and residence that particular
7 Q. And you have no updated numbers -- 7 row. Because the next column over is residential
g A. No. 8 equivalent lines by zip code and it shows a smaller
s Q. -- at this point in time? 9 number. But] think we talked about it before that that

10 A. No. I have not updated that number. 10 column is people that have a line and have a capability

11 Q. Now, if we go back to your table on Exhibit 7 --|11  of making interstate and intrastate long distance calls.

12 or Exhibit 16, excuse me, these other columns starting |12 Q. Which means they would have a toll carrier and &

13 with the third, they really differentiate between lines|13 long distance carrier on the line. Correct?

14 that are a bundled component. In fact, if you look at{14 A, Correct.

15 lines with both inter and intra LD service. 15 Q. They would have made 2 selection of their

16 Do you see that? 16 carrier,

17  A. Yes, | see that line -- column. 17 A. Right. Not necessarily be CenturyLink and would

18 Q. Andyou have a total down at bottom is which {18 not necessarily be in a bundle.

19 approximately 90 percent or more of the total of what's {15 Q. Do you know how many of your -- these are your

20 there under column - Column 1. 20 customers, right, the amount of total that is showed

21 A. That does not equate to customers with bundles. |21 through the VGE lines, those are your customers. Right?

22 Q. Well, doesn't the Board consider -- 22 A. Correct.

23 A. I'm sorry. Go ahead. 23 Q. You have what percentage of your customers

24 Q. Are you aware whether the Board considers 24 subscribe to both long distance and tol{?

25 residential service bundled -- or residential service 125 A. [ have not done that analysis. I know the rough
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1 percentage of our customers that have bundles versus| 1 Q. Page 4.
2 standalone, but [ didn't look at it from the perspective| 2 A. Thank you.
3 oftoll. 3 Q. Inyour reply testimony.
4 Q. Okay. On page 28 of your testimony. 4 A. Right there at the top. Yes,
5 MS. BENEDEK: Initial? 5 Q. Did youreview the order of Verizon/CenturyLink's
6 MR, WHITE: What? 6 motion to strike rate counsel's testimony in this case?
7 MS. BENEDEK: Initial testimony? 7 A. Yes, 1did read that order.
8 MR. WHITE: Initial testimony. 8 Q. That order doesn't limited the criteria to just
9 A. Yes. 9 thres, does it?
10 Q. You have data on the two top competitors. 10 MS. BENEDEK: Objection. He's asking for a
11 Correct? 11 conclusion regarding the order and he can ask whether
12 A. Yeah, [ note who the two top competitors were |12 he's read it, but he's not an attorney.
13 from reporting data. 13 Q. What's your understanding of that order?
14 Q. Cable companies do not offer standalone service, {14 A. I think that order left open the possibility of
15  do they? 15 other items in addition or to enhance the three
16  A. They primarily offer bundled service, yes. 16 criteria. But I'd have to go back and reread it in
17 Q. They require you to purchase toll and long 17 total.
18 distance as well as their basic phone service. Correct? |18 Q. Your testimony points to line loss as evidence of
19 A. Ididn'tinvestigate every one of their offerings |19 competition. Is that correct?
20 so I'm not sure if they do have something that looks {20 A. I utilize line loss, reporting data which
21 like a standalone product offering, What I'm 21 determines specifically what customers left and where
22 demonstrating here is our customers are going to cable |22 they went,
23 companies regardless of what products that they offer, |23 Q. On page 8, lines 1 through 9 of your reply
24 including our standalone customers. 24 testimony, you submit that affordable economic
25 Q. Now, the cable companies offer a VoIP product. {25 substitute is an academic exercise and not part of the

Cross - Harper Page 143 | Cross - Harper Page 145
1 Right? 1 three criteria. Is that correct?
2  A. Yes. 2 A. ] submit that the evidence of our customers
3 Q. And to utilize a VoIP product, you also have to | 3 finding substitutes in competitor's products is a
4 have Internet access. Correct? 4 demonstration that there are like or substitute
5 MS. BENEDEK: Objection. Is he talking 5 products. The exercise of separately trying to
6 about what cable companies offer and thereforeishe | 6 determine of what an affordable economic substitute is,
7 knowledgeable about it; or is he talking generally, does | 7 is not necessary when you've got the facts that
8 the witness have any knowledge about how cable companies | 8 demonstrate that people are making the choice to move
9 provision VolP? 9 their services to competitors.
10 Q. First of all, do cable companies provide VoIP |10 Q. You do refer to it as academic exercise, right,
11 services in CenturyLink's territory? 11 and not part of the three criteria. Right?
12 A. Yes. They provide an interconnective VolP 12 A. Yes, [ did.
13 service. Yes. 13 Q. Did you review any economic literature in making
14 Q. Do you know whether that runs over -- you need {14 that determination?
15 Internet connection to have a voice service in 15 A. No, I did not.
16 CenturyLink's territory? 16 Q. When was the last time that you reviewed economic
17 A. You know, ] am not -- I'm sitting here thinking |17 literature dealing with economic principals as it
18 about the ads I read and the various information. I |18 relates to -- hold on --
19 think generally, but there may be some that offer voice |19 MS. BENEDEK: Can you define economic
20 on a separate basis, as long as you buy their video. I]20 literature? Is it the economist? The magazine?
21 am not certain, 21 MR, WHITE: See if he can answer the
22 Q. Okay. I'm going to go to your reply testimony. |22 question, then we can go into the next phase.
23 You state on page 4 that the scope of this proceeding is {23 HEARING EXAMINER ASSELTA: e, s
24 limited to three statutory criteria. Correct? 24 it
258 A, I'msorry. What page was it? 25 A. Abitofapause. I don't remember now what you
|
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1 asked. 1 Q. You've had a business line count of 44,5787 |
2 Q. What economic literature have you reviewed 2 A. Asof November of 2011.
3 relating to cross elasticity of demand and substitutes? | 3 Q. Now, turning to page 25 the same testimony, you
4 A ldidn't choose to review economic literature. 1 | 4 have numbers for nonbundled and business bundled fine |
5 chose to look at the statistics and facts of what 5 counts. :
6 happened in the marketplace. [ didn't feel like in this | 6 A. Correct. |
7 case it was necessary to get into those types of { 7 Q. And that totals twenty-eight-five-twenty-six, |
8 arguments to demonstrate that customers are making{ 8 A. Yes. 5
¢ choices. 9 Q. And let's tum to Exhibit MDH-6, page 1. '
10 Q. Are you aware of the Department of Justice -- |10 A. Yes.
11 U.S. Department of Justice defines relevant product |11 Q. And you explain why there's 2 difference between
12  markets? 12 the two numbers. Correct? [
13 A. [ didn't see that criteria in the statutory 13 A. Canl explain?
14 criteria that | was reviewing. [ didn't review that, [ |14 Q. No, you do explain,

15 mean your witness mentioned it. I read through it. |15 MS. BENEDEK: In MDH-6. Ciarification of
16 Q. Soyou're not familiar with the treatise by 16 what was requested?

137 Thomas and Harrison entitled Understonding Antitrust Law |17 Q. If you go to your confidential Exhibit MD-6 --
18 and Its Economic Implications, third edition, 1998. [18 A. Ves.

18 A. No. ldidn't hold myself out as being familiar |19 Q. -- iook under November 1.

20 with that. I'm familiar with what's happening in New |20 A. Yes.

‘21 Jersey regarding our customers. 21 Q. Do you have the B1 service listed and then you
22 Q. And you would assume you're not familiar with |22  have other types of services that gets you to the
23 Dennis W. Carlton and Jeffrey M. Perloff, Modern |23 forty-four-five-seventy-eight number. Correct?

24 Industrial Organization, third edition of 2000, 24 A Iseeit, yes.
25 Correct? 25 Q. Itincludes PBX, ISDN, Payphone, Centrex, and
ICross - Harper Page 147 |Cross - Harper Page 149
1 A. No. 1 FXXL, and there's also a key systems.
2 Q. Or Scherer, F.M. Scherer and David R. Ross, | 2 A. Yes, ]| see that designation. [ see that.
3 Industrial Market Share and Economic Performance, third | 3 Q. Okay.
| 4 edition, 1990? 4 HEARING EXAMINER ASSELTA: is therc 2
' 5 A. No. § question associated with that?
6 Q. You suspect Mr. Stairh would be aware of these? | 6 Q. No. Just that he's verifying it.
7 MS. BENEDEK: Objection. Mr. Staithisnot | 7 HEARING EXAMINER ASSELTA: Sust sesifiing
8 in this room nor is he being offered as a witness. 8 it. Okay.

| 9 Q. I'masking-- g Q. Yes.

10 A. Idon'tknow. He's no longer an employee of |10 Now, what is your understanding of the quantity |
11 CenturyLink. | don't know what he's doing these days. |11  of business lines that are an issue in this proceeding?
12 Q. Allright. I want io -- I have some questions 12 A. If1understand the -- okay.

113 for you. If you go to your initial testimony page 22 13 Let's go simple. It's the single-line, BI, and
14  and page 25 and Exhibit 6 of your initial testimony. |14 then Bl is provided at two or more in total using MDH-6
15  A. Yes. 15 it would be in this -- in that number of 201 | column, it
16 Q. Also go to CenturyLink response to one -- {16  would be 28,723,

17 RC-CTL-179. And also CenturyLink's response to |17 I'm sorry. That was confidential. |
18 RC-CTL-94 which are the annual reports which we |18 MS. BENEDEK: The number of the top row
19 previously identified here as. 19 there under total in right-hand column.

120 A. I've got those, 179. 120 A. The confidential data on MDH-6 was divided by
21 MS. BENEDEK: These are -- (21 exchange. The totals we chose for the purpose of the
22 THE WITNESS: One seventy-nine. i22 proceeding to try to be open as possible and have totals
23 Q. Now, my understanding this number on page 22 is |23 being used. Normally, we don't go around with product
24 public. [s that correct? 24 set numbers, but competitors would like 10 see what |

{25 A. Yes. 25 offer in every exchange and we try to keep that

l
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1 confidential,
2 MS. BENEDEK: Okay. Your Honor, to clarify
3 for the record the 28,000 is not confidential. We need
4 not put that in there, It's the numbers -- and for
5 counsel -- for rate counsel, it's the information on the
6 left-hand side of this exhibit that causes this to
7 become confidentiai.
8 MR. WHITE: But we didn't identify what
9 those numbers were.
10 MS. BENEDEK: Correct.
11 Q. Okay. The 14,542 nonbundled business lines --
12 A. Yes, on page 25.
13 Q. -- are those the business lines that are at issue
14 in this proceeding?
18 A. ldidn't understand your earlier question.
16 Yes. I'm sorry.
17 Q. So that's the subset of lines that you think are
18 relevant to this --
19 A. Thank you for asking again.
20 That would be the one that are in bundles would
21 be considered competitive still are not subject to
22 the. ..
23 ). Nonbundles?
24 A. Nonbundles are noncompetitive now.
25 Q. And it's also possible that a customer may have a

Cross - Harper Page 152
1 A. I'mnotsure they're using the same definition.
2 Q. Have you ever performed an elasticity study?
3 A, No.

4 Q. Do you know how to?

5 A. Dol know how to?

6 Q. Yes,

7 A, I'd have to read up on how to do it. I know

8 roughly what it's going to measure, but, no, | have not
s done.

10 Q. I'm going to run you through an exercise.

11 A. Okay.

12 Q. In 2008 there were --

13 Point of clarification, are the number of

14 business lines proprietary or no?

15 MS. BENEDEK: Not in total.

16 Q. Notin total.

17 You list 55,580 business lines, take that subject

18 to check?

19 A. Which schedule are you looking at now?

20 MS. BENEDEK: And which year?

21 Q. 2008.

22 HEARING EXAMINER ASSELTA: What --

23 Q. Page 22 of your testimony.

24 HEARING EXAMINER ASSELTA: weura

25 to prove with this exercise?

/

Cross - Harper
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Page 153

1 single-line in multiple locations such as achainof | 1 MR. WHITE: The net result of this will show

2 pizza shops. Correct? 2 that for both residential and business lines in

3 A. Yes. 3 CenturyLink territory, there's a negative inelasticity

4 Q. Because - is it your understanding that if a 4 of demand which means that these services are inelastic.

5 single location, a single customer has two business | 5  We'll also show as we go through this exercise that the

& lines that those business lines are deemed competitive? { 6 revenues that - they've had positive revenues resulting

7 A. Yes. They are today. 7 from the increases in rates notwithstanding their

8 Q. If we address the quantity of single-line 8 alleged line loss.

9 business lines only, none of these are bundles, right, | s HEARING EXAMINER ASSELTA: v mumee
10 the numbers that you specify for those. Correct? 10 that exercise? :
11 A. I'm not sure which number you're looking at, |11 MS. BENEDEK: Not to the extent that he has
12  Mr. White. 12 articulated. The witness has identified that he has not
13 Q. Single-line business lines that you report on 13 done an elasticity study. He can certainly write that
14 RC-CTL-179. 14 in his brief and say my witness doesn't know anything
15 A. [haven't looked at that yet. Give me a minute. |15 about elasticity studies. But now he's getting into is
16 Y our question was? 16 ademonstration of what would be an elasticity study,
17 Q. Single-line businesses -- shows the quantity of |17 again, using his hypotheticals and using whatever data
18  single-line business lines is a proprietary number. |18 he has. So I think it's a mismatch here of what he's
19 Correct? 19 intending to prove to somebody and iy witness has
20  A. Yes. 20 indicated he has not done such a study.
21 Q. And it's somewhat higher than the number shown on |21 MR. WHITE: My position here is this witness
22 the 477 that we reviewed? 22 was offered as their witness. And it's clear to me that
23 A. Yeah, but you're using different data sources |23  he's not an expert in economic matters, And the issues
24  with different definitions. 24 before this Board are economic. You're entitled to give
25 Q. lunderstand. 25  his testimony whatever weight you deem is appropriate.
Min-ti-Seript@® JHBUEHRER & ASSOCIATES (38) Pages 150 - 53
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Cross - Hamper Page 154 |Cross - Harper Page 156
1 I'm perfectly willing to brief the elasticity studies 1 morning which seems like a lifetime ago.
2 because the numbers upon which it's based are allonthe | 2 Q. I will start off if you go to page 21 of §4,
3 record. Based upon what we put in, [ can save sometime | 3 A. Yes, I'm there.
4 and effort in that regard. 4 Q. This talks about how your business is organized.
5 I think the bottom line here is this witness 5 You've got regional markets. You've got business
6 does not have a sufficient economic background to opine | 6 markets, wholesale markets, and you have the Savvis
7 on the satisfaction of the three criteria. That is 7 operations.
8 going to rate counsel's position. 8 A, Correct.
9 HEARING EXAMINER ASSELTA: vesma= | 9 Q. Isthata yes?
10 with that? 10 A, Yes.
11 MS. BENEDEK: I can't agree with that, My 12 Q. Ifturn to page 23 of 84 at the top which is
12  witness has never offered himself to be an economistin |12 marked 21 at the bottom, you see the margin percentage
13 this case. He hasn't submitted testimony so what he's {13 that's listed there?
14 saying is -- 14 A. Yes, [ did.
15 HEARING EXAMINER ASSELTA: Correct, [15 Q. It's 58 percent. Correct?
16 MS. BENEDEK: -- something that my witness {16 A. Yes. As the margin refined, yes.
17 isn't here to provide. He has provided data, 17 Q. And would that be an EBITDA?
18 information about the three criteria. That is wherel |18 A. No.
19 can't agree with Mr. White. 19 Q. What's your understanding the difference between
20 COMMISSIONER FOX: But those types of {20 EBITDA and how you express margin in your 10-Q report?
21 studies are relevant. He might not be an expert, but 1 |21 A. Again, I'm -- I haven't studied the document, but
22 would think that your company should have some evidence |22  if I'm looking at page 22, it talks about direct
23 about whether it is elastic or not. 23 expenses, specific incremental expenses incurred as a
24 MS. BENEDEK: And they have asked us for [24 direct result of providing services and products to
25 that information -- or they have asked us whether we've |25  segment customers. It doesn't talk about allocated
Cross - Harper Page 155 |Cross - Haiper Page 157
1 done elasticity studies and we said no. Sowhatheis | 1 expenses. So it's looking for direct costs associated
2 getting into now the third time asking the same 2 with the segment but not the general overhead costs that
3 question. 3 get allocated from the corporation,
4 COMMISSIONER FOX: I think the pointhas { 4 Q. There'sa percent -- margin percentage for
5 been made that you have not provided us withany | s  business as well.
6 information on elasticity. 6 A. Yes, there is.
7 MS. BENEDEK: We have not. 7 Q. In wholesale.
a COMMISSIONER FOX: sowehavetorelyon—| 8  A. Yes, there is.
9 MS. BENEDEK: The testimony. 9 Q. And for Savvis as well?
10 COMMISSIONER FOX: -- the testimony of {10 A. Yes.
11 others. 11 Q. And company-wide that average is 54 percent.
12 MS. BENEDEK: But I can't agree with 12 A. That's what the exhibit says.
13 characterization of what that means as Mr. White has [13 Q. That concludes my questions on this exhibit.
14 testified or stated. 14 Can | purchase installation services from another
15 HEARING EXAMINER ASSELTA: tetsmove [15  entity if I want CenturyLink's local service?
16 forward, You've made your point. 16 A. No, you cannot.
17 BY MR, WHITE: 17 Q. And can | purchase vertical features?
18 Q. We're going to go back to Exhibit 6 whichis |18 A. No. No, there's not a market for vertical
19 CenturyLink's annual 10-Q that was filed. It's 19 features on standalone basis.
20 Exhibit 6D of the package [ handed out earlier. 20 Q. Now, is it your understanding that CenturyLink is
21 Do you have that available to you? 21  subject to an alternate form of regulation here New
22 A, Yes, I do. 22 Jersey?
23 MS. BENEDEK: | missed that. 23 A. Yes, Subject to a PAR plan.
24 MR. WHITE: It's 6D, 10-Q, part of the four {24 Q. If DA was declared competitive as a result of
25 sets of documents that [ handed out way earlier this |25 this proceeding, would that be an exogenous event under
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your plan of alternative regulation? .
MS. BENEDEK: Objection. That is pure legal
conclusion. '
MR. WHITE: What about his understanding?
MS. BENEDEK: What is his understanding
about whether it is?
MR. WHITE: Yes,
MS. BENEDEK: Again, [ renew the objection.

Q. How is that legal --

HEARING EXAMINER ASSELTA: gephrase
COMMISSIONER FOX: It's not legal. He's a
smart man.

Q. Under your plan of alternative regulation is --
do you understand there's an exogenous event clause in
your PAR?

A. Yes.

Q. Do you know what that exogenous event clause is
triggered by?

A. You know, I've read it and | have an
understanding of what [ think it means. Again, it's not
been to my knowledge tested at this point by us or
anybody and New Jersey to know exactly, but I have not
thought of -- generatly exogenous events are events
where it's beyond the company's control, something
happens to it, either theough a cost, an act of God,

Cross - Harper
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calls. Correct?

A. No, the number was higher. During the course of |
the plan, the plan allowed us to lower the number of
free DA calls to two.

Q. Totwo.

So you had a higher amount initially.

A. Yes.

Q. And now you're providing two free?

A. Yes.

Q. And you're seeking to reclassify that as rate
regulated?

A. Yes, we are,

Q. Do you think that your basic service rates would
have to be adjusted for an exogenous event if the Board
changes a regulatory treatment of DA services?

MS. BENEDEK: 1 renew my objection. 1 don't

think this witness is qualified to answer whether a
particular happenstance qualifies under specific terms
of our PAR agreement.

MR. WHITE: Well, first of ali, he

identified regulatory changes.

HEARING EXAMINER ASSELTA: He's not
qualified to answer that question.

MR. WHITE: That's fine. I asked it and
that's all.

1
2
3
4
5
€
7
g
9

10
11
1z
13
14
is
16
17
18
ig
20
21
22
23
24
25

Cross - Harper

Page 169

through a rule change at the FCC. That type of thing.

Q. It could also be a tax change. Correct?

A. Yeah. it's been used for tax changes back in the
past. But as far as a service being deemed competitive,
it's difficult for me to connect that with an exogenous
event and what action that would take in a PAR.

Q. Now, when your basic local exchange services were
set, were free DA calls part of the -- free DA calls
part of basic service package at that time.

Correct?

A. Are you talking about way back when there was a
rate case the last time?

HEARING EXAMINER ASSELTA sou tutactt

Q. When they were originally set under your last
rate case.

A. Idon't have -- I don't have that history. 1 can
answer it in general based upon experience in other
states, yes, in a rate case it would recognize all the
services being offered and generally free DA or an
allowance for a given number of calls as part of that
mix.

Q. In 2008 you entered into an alternate plan of
regulation, Correct?

A. Yes.

Q. Prior to that plan, you were giving two free DA

Cross - Harper
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Q. On page 23 of your reply testimony you discuss
home phone connect service. Correct?

A. Yes,

Q. Do you know how many CenturyLink customers have
subscribed to that service?

A. No. We have no ability to determine specifically
what product is purchased when they leave.

Q. On page 20 you discuss Lifeline and number of
wireless providers. Is that correct?

A, Yes.

Q. You're not seeking reclassification of Lifeline
in this proceeding, are you?

A. No. We're not seeking anything related to --
changes related to Lifeline in this proceeding.

Q. It's not a service identified by you for which
reclassification is sought. Correct?

A. Correct.

Q. On page 15 of your rebuttal, 15, 16, you claim
that the inability to quantify the harms of rate
regulation is maintained is not one of the -- is not
maintained I think is not one of the three criteria.

Is that what you say?

A. That's a fair summary of that series of
sentences, yes,

Q. And you provide no quantification. Correct?
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A. We talked about before, my testimony initial and
various rounds talks about the harm, but | don't have
any specific monetary quantification.

Q. You have no study analysis.

A. Yes -- no.

MR. WHITE: If{ could have five minutes to
go over, see if [ have any additional questions.
Otherwise, | may be done.

(A short recess is taken.)

HEARING EXAMINER ASSELTA: . srcsorm
have anymore questions?

MR. WHITE: No more questions.

HEARING EXAMINER ASSELTA: vusocoms

Staff, do you have any questions?

COMMISSIONER FOX: Copper lines, how much
remain in your system of copper lines? Copper lines
from my opinion are safe. How do copper lines fit into
I guess this position, petition because | think a lot of
seniors want copper lines because of that security
issue?

MR. VASINGTON: We haven't eliminated any
copper facilities, but they remain out there. They're
less full than used to be because so many customers have
dropped us. When the customer drops us, we don't take
away the copper drop. It's a drop from the line to the
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situation where a customer moves into a house and
decides what service they want. When they call the
service rep, the 1{800) Verizon service rep, | don't
know if we ask them which do you prefer, FiOS or copper?

MR. HARPER: Answer similar, we don't have
FiOS related product in the marketplace here and our
primary method is to try and get fiber closer to the
homes, fiber to the node so the copper link at the end
stays into the customer's home. So the idea of being
able to get power to copper where it's important to
people, it's there. In fact, we just had an issue with
some good press from Hunterdon County when there was a
big storm and the power company was out, somebody said
in the article but my phone works.

COMMISSIONER FOX: 1 don't bundle because of
that.

Another question, another topic. Service
quality. My personal belief is having talked to our
customer assistance people and have talked to a lot of
people who complained to me about service quality that
Verizon has a lot of complaints and, in fact, one of the
issues seems to be if you want o get your regular old
phone service repaired or get installed it takes two
weeks to do that. And so my personal belief is having
talking to a lot of people about this, well, I can Just
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customer’s house so we leave it in place. So we haven't
removed any copper facility even though they're
currently not being used to the extent that they were.

COMMISSIONER FOX: say somebody wants to go
back in, say somebody has FiOS and seli homes and want
the copper back, can they have the copper back?

MR. VASINGTON: The copper is still there.
We have to roll a truck to switch from the terminal on
the house. A fiber served customer is served by what we
call an optical network terminal, an ONT, on the side of
the customer's house, and that has got a fiber optic
cable going into that ONT which then serves that
customer. If they previously had copper service with
us, that copper service is still hooked up to the
network interface device, or NID. So if that customer's
location wants to switch back to copper, we have to roll
a truck back to the house so a technician can hook up
that copper line.

COMMISSIONER FOX: Do you offer tha as an
alternative or would they have to ask for it?

MR. VASINGTON: You mean do we say to the
customer --

COMMISSIONER FOX: You want a landline or
you want FiOS, you say that?

MR. VASINGTON: We're talking about a
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use cell phone then because I've lived for two weeks
without it and I don't need. It's also a real pain in
the neck for people because they have to literally wait
two weeks at least to get that service.

Do you have any feeling how that might
impact your line loss?

MR. VASINGTON: To the extent that the
customer is dissatisfied with us and ali the myriad
options that they have in the marketplace and
substitutes certainly doesn't help us if we haven't
satisfied their concerns over our service quality. They
can go to other places.

For purposes of this proceeding, we know you
have another docket open on Verizon service quality.
For purposes of this proceeding, we clarified that none
of the PAR-II requirements would change for us if we
were to be reclassified as competitive services here,
That those service quality requirements that exist in
PAR-H don't go away simply as a result of
reclassification.

COMMISSIONER FOX: In the PAR-II
requirements, do we actually know how much time we have
to respond if somebody wants to hook up a phone service
or if they have a problem with the phone and need
somebody to come out in the truck and repair it? |
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don't think that is there, is it?

MR. VASINGTON: I don't know. There'sa
list of metrics in the PAR-II order.

MR. SMITH: We have 2! or 22 PAR-II meirics
and I think installation is one of them. Off the top od
my head, [ can't recail what it is. But there are -
there's 21 metrics, 22 metrics, a lot of metrics to be
evaluated.

MR. HARPER: First, from a complaint
perspective, we haven't had very many, particularly
related to this issue, although I would agree that
quality is one of the aspects a customer is going to
consider in choosing their provider, clearly we're
driven in a competitive marketplace to provide what the
customer needs,

COMMISSIONER FOX: Verizon's numbers are
pretty good. Okay. Thank you.

HEARING EXAMINER ASSELTA s
as a matter of record and just to let Verizon know that
! know the Board here and [ know my fellow commissioners
veally do care about copper wire and Jandlines and rate
counsel probably shares that same belief.

How important it is was illustrated about
two weeks in my home town. We went through a horrible
storm. We were devastated. A community of about 70,000
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MR. HARPER: Certainly. And] like to
preface it with I'm not an attorney interpreting the PAR
plan, but I've certainly read it and [ believe we would
remain under the PAR conditions. We'd have to file
competitive tariffs. We have that relationship or that
need to go through the commission if we were to want to
remove basic service.

What [ can say, we talked about in some of
the testimony, there's a number of states where we've
been able to gain price deregulation or even pretty much
total deregulation of basic service. And throughout our
37 state footprint, we have not filed anywhere to remove
the provision of standalone basic service today.

COMMISSIONER FOX: birectory assistance, you
both provide two free calls for residential for
directory assistance and it went down from what it was
before. Do you have in your testimony or in the
appendices to it regarding directory assistance who are
the customer classes who use it -- not the customer
classes -- who are the individuals who use it, seniors,
that kind of thing, who uses those two calls?

MR. VASINGTON: We don't have that
information in our testimony and Verizon doesn't have
it.

COMMISSIONER FOX: Do you have any
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people, total electricity biackout for eight days and
the only thing that worked was the copper line and the
only way we could communicate outside of our community
was those copper lines that were still in some people's
homes, in this case my mother's home.

It's still a valuable asset to have. We
know where technology is going, but we still think and
we feel that we want to maintain that copper line as
long as possible, just in case of those emergency
situations so I want to let you know that,

MS. BENEDEK: May I ask, I thought you were
going to go there on the initial question you asked when
this hearing opened.

COMMISSIONER FOX: That would be good except
I can't remember exactly what it was so if you can,
Counsel.

MS. BENEDEK: Just because we're counsel, |
responded which is not evidence so | want my witness to
respond. :

Would you eliminate the R1, that standalone
line, if we deemed -~ if you deemed the service as
competitive, | believe was your question. And to make
sure that we do have an answer for the record, would
you, Mr. Harper, like to respond to Commissioner Fox's
question?
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information from Verizon on who uses those two free
calls?

MR. HARPER: Not really.

MR. VASINGTON: The only evidence we have is
the study that Mr. White referred to earlier that you
saw that looked at how many years have you been using by
demographic.

COMMISSIONER FOX: Do you have information
on cther states in directory assistance? | know we had
that five years ago, whenever we did the last program.

MR. HARPER: In terms of the status of
regulation and the number of free calls, we can do a
survey,

MS. BENEDEK: We will look.

COMMISSIONER FOX: It would be nice to know.

Staff got it together for us, whenever it
was, five years ago, but it would be nice to have that.

MS. BENEDEK: So the question is the use of
the two free --

COMMISSIONER FOX: What are the status of
other states for directory assistance that are free or
that are competitive -- or not competitive -~ that are
not competitive? What is the status of noncompetitive
DA in the states where you operate?

HEARING EXAMINER ASSELTA: wr. whivs
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| Direct - Baidwin Page 170 | Direct - Baldwin Page 172
1 withess, 1 residential DA, there's an end parenthesis should go
2 MS. BENEDEK: Two minutes, We may nothave | 2 after the word DA. And end parenthesis similarly on
3 cross. 3 pages 11, line 7, page 13, line 10. That's the
4 HEARING EXAMINER ASSELTA: A triefing? | 4 identical change.
5 MR. SMITH: No. We just want to talk about| 5 We've talked about pages 21 and 22 so let's turn
6 the DA question. | 6 topage 96 of my initial testimony. The changes I
7 MS. BENEDEK: And I want to double-check | 7 discussed a few moments ago about pages 21 and 22 and |
8 whether I have cross. 8 the lack of information on the quantity of business
9 MR. SMITH: But in the meantime are our 9 customers that Verizon serves in New Jersey, this
10 witnesses excused for today? 110 ripples through lines 6 through 15 on page 96,
11 HEARING EXAMINER ASSELTA: Yes. |11 specifically on line 8 there's a confidential number
12 - (A short recess is taken.) 12  that should be replaced with the word unknown. Line 11 .
13 SUSAN M. BALDWIN,17 Arlington {13 the confidential number should be replaced with the word
114 Street, Newburyport, Massachusetts 01950, having been |14  unknown, and line 13 the confidential number should be
(15  duly sworn by the Notary, testified as follows: 15 replaced with the word unknown, !
16 DIRECT EXAMINATION OF MS. BALDWIN BY MR. WHITE: |16 Turning next to page 100, line 8, the word form
17 THE WITNESS: Mr. White, should | have all |17  at the end of the line should say from.,
18 my pieces of testimony here so 1 can make corrections? |18 Turning to 113, line 13, let me read the sentence
{18 Q. Make corrections, any modifications, corrections (19  that begins on page 12. I'm going to be changing on |
20 that you need t0 make. And they need to put you under |20 line 13 the word that says want to the word that says
21 oath? 21 to, but this is substantive change so I want to make
22 A. I was just put under oath. 22 sure [ got this correctly here.
23 Yes, [ do have a few corrections. And I'd like |23 Table 23 below summarizes monthly rates for some
{24 to start with my initial testimony and 1 believe a 24 of Verizon's New Jersey discretionary features and shows 1
25 document has been distributed. Rate counsel could |25 that for all but two of the features Verizon NJ charges
Direct - Baldwin Page 171 | Direct - Baldwin o Page 173
1 perhaps advise me of the exhibit numbes which replaces | 1 residential customers more than it does business
2 pages 2! and 22 of my initial testimony. 2 customers,
| 3 Q. There's not an exhibit number for it, we just 3 Turning next to page | 15, footnote 186.
4 distributed an errata sheet added to the testimony. 4 HEARING EXAMINER ASSELTA couutyorsas
5 A. What I've done there is to redline the changes 5 one second. We need to before we go any furiher, rate |
6 that appear on the text of page 21 of my initial 6 counsel needs to address the unavailability Sarah Bosely
| 7 testimony. And if you turn to page 22 of that document, | 7 for the record.
| 8 [ will not be divulging any proprietary information, | 8 MR. WHITE: Right. Just the understanding
9 Table Cl, entitled Verizon New Jersey Business 9 that we're making Ms. Baldwin available today for cross
10 Customers, you'll notice that the difference between |10 on the assumption it does not effect the panel testimony
|12 this errata Table C1 and my original CI that { put the |11 offered by Ms. Baldwin and Ms. Bosely and that it
12  words not available in several spots, several 12 remains in the case as joint testimony and that their
13 categories, because upon further reflection of the |13 waiver of the cross of Susan is also waiver of their
14 source of the information, I determined that 1 could not |14 cross of Ms. Bosely.
15 tell the unique number of business customers. { was not |15 THE WITNESS: And, Commissioner, if it's
16 able to find out in the record of this proceeding how |16 helpful, on page 5 of -- if it's helpful, on page 5 of
{17 many unique business customers Verizon serves. Sobased |17 our initial testimony, line 8, we say each member of the
18 on that revised understanding, I revised that table. |18 panel has reviewed and supports the testimony in its|
19 Now, what I'd like to do is go back to the 19 entirety.
20 initial testimony as filed and make changes, most of | 20 HEARING EXAMINER ASSELTA: mramk you
{21 which are simply typos. If you tumn to page 5, now |21 THE WITNESS: Shall I continue on?
{22 we're going to find out if my pagination is the same as |22 HEARING EXAMINER ASSELTA: Yes.
|23 yours, and if it is not, 1I'd like to take a second to 23 THE WITNESS: Just a few more corrections.
24 et the same version you have. 24 Sc in footnote 186, on page 115 the word
25 Page 5, line 13 begins residential services and !25 confidential should precede the word exhibit. It's
S — N— CE i E =L
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confidential Exhibit SMB-30.

On page 121 the question that begins on
line 4, instead of saying that it offers, the question
should read that they offer to residential customers.

On 123, line 16, instead of use, it should
say used, u-s-e-d.

And, finally, for the initial testimony on
page 131, the line 7 the question that begins on line 7,
toward the end of the line it should say still have the
option. So have should be inserted after stili.

And 1 just have two minor edits on reply and
[ will be finished with the corrections to the three
pieces of testimony.

Turning to reply testimony, page 8, line 2,
that line should read CenturyLink was unable to quantify
the harms of continued rate regulation or the benefit,
instead of, of the benefit.

Further down that page on line 10, the word
"a" that precedes competition should come out, should be

Direct - Baldwin

WM da ;W e
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deleted. 20

And with those corrections, the testimony is
accurate to the best of my knowledge and belief.
BY MR. WHITE:

Q. Ms. Baldwin, 1 refer you to RC Exhibit 13 which
is NPS survey retail DA that we previously discussed.

21
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24
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Page 176

years, and that's fourth column.

Now, if go to the rows, that's how old you are,
presumably a responsive survey, and you can see that for
each of these four stratifications, each of these four
categories, in every instance the probability of you
using DA increases as you get older. So to me, the
statistics are very clear. Elderly people are more
likely to rely on DA and this is not surprising. We all
know elderly people and they all grew up using DA. So
don't think that that's a startling fact, but it's
certainly empirical evidence.

So I wanted to add my different interpretation of
these data to the record for the benefit of the Board.

HEARING EXAMINER ASSELTA: mhu you

MR. WHITE: We're done.

HEARING EXAMINER ASSELTA: sty

MR. WHITE: We are done.

HEARING EXAMINER ASSELTA: guestions?

COMMISSIONER FOX: Question about direciory
assistance.

THE WITNESS: That was the question, thank
you, Commissioner.

COMMISSIONER FOX: Do you know of any other
information out there about directory assistance?

THE WITNESS: This is exactly the concern §
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You have some comments where respect to page 10 that
you'd like to share with the hearing officer?

A. Yes. And to be clear this is the document that
we've included as confidential rebuttal Exhibit SMB-C-3
and it's dated December 2011,

Earlier we heard discussion by Mr. Vasington of a
chart that appears on page 10 about the possibly
confusing preseatation of the data from the survey. And
[ have a slightly different understanding of what the
numbers are.

As Mr. Vasington says, the numbers are the
numbers, but the way I read them is a bit different from
the way Mr. Vasington does.

Specifically, if we ignore for a moment what the
intention of the author was which was to focus on how
long have you been using this service and that grand
total column is captured in a chart. Let's not look at
the chart. 1 mean, let's not look at the line chart,
Let's not look at the grand total. Let's assume that
all the other data is accurate, however, and let's talk
about the four individual columns which correspond with
how long you've used 411 service. Maybe you've used it
between zero and one years, that is first column. Maybe
used it between one and five years, that's a second
column and so on. Maybe you've used it more than ten

Direct - Bafdwin
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have throughout this proceeding whether it's the
directory assistance or whether it's the legacy. Who
are they?

The Board in my view has a strong
responsibility to protect the most vulnerable citizens
in the state, whether using DA or legacy service and
neither Verizon or CenturyLink has been able to shed
light on this demographic. And this is a sizable number
of customers who use DA and use legacy landline and [
would be concerned if we stopped protecting them without
knowing more about it, would be turning our backs on
them,

COMMISSIONER FOX: That's always a concern
to legacy service used by seniors and probably first
generation ethnic groups, by poor, working class people
who are not Lifeline and | would assume -- maybe I'm
wrong -~ that if the numbers proved out well for
Verizon, we wauld have a study.

THE WITNESS: Actually, I would like to
clarify, there is some data that bears on this
proceeding that we do have on demographics that may be
helpful to the Board and we include that in our
testimony.

For example, Verizon is quick to point out
that the incremental cost of adding voice if you have

Min-U-Seripted
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Direct - Baldwin Page 178 | Direct - Baldwin Page 180

1 broadband that is what you should look at. And ] have { 1 MR. SMITH: Be allowed in.

2 various issues with bundles verses standalone and that| | 2 HEARING EXAMINER ASSELTA: -vueews

3 won't go over, but on the demographic issue based on - | 3 and we'll move forward from there.

4 on the FCC data we have about 41 percent of elderly | 4 MR. SMITH: Thank you.

5 subscribe to broadband verses 80 percent based on the | 5 HEARING EXAMINER ASSELTA: thank you.

6 new FCC local competition report. So income also | everybody, for coming,

7 directly attracts broadband adoption, the lower the | 7 (Verizon, CenturyLink, and Rate Counsel, all

8 income, the less likely the broadband adoption. The| 8 exhibits moved into evidence.)

9 lowest income decile is about 35, 36 percent. The | 9 (Proceedings concluded at 2:56 p.m.)

10 highest income decile is about 79 percent. 10
11 So to the extent that one were, and I dont {11
12 think you should, look at the incremental cost of adding 12
13 VolP to your triple play, to your broadband, well, if |13
14 you don't have broadband, you're looking at the full {14
15 cost. So that is relevant demographic information. |15
16 Thank you. 16
17 HEARING EXAMINER ASSELTA: any other |17
18 questions? Anybody? Okay. 18
19 This concludes the evidentiary portion. 19
20 I agree with the parties offer of the filing 20
21 of the initial briefs on October 2nd and then the reply (22
22 briefs by November Ist. [ think we are all in agreement {22
23 with that. 23
24 MR. WHITE: We need to move all the exhibits {24
25 into evidence. 25
Direct - Baldwin Page 179 Page 181

1 HEARING EXAMINER ASSELTA: rwuson | * CERTIFICATE

2 that, I encourage everyone to keep communicating and 2

3 let's come to some kind of resolution in the very near | 3 T+ Lecin Thompacn, a Notary Public and

4 future. 4 Shorthand Reporter of tha State of New Jarsay, do hareby

5 MR. SMITH: Commissioner, we definitely plan | 3 Cortify that prior to the commencement of the

& oncommunicating. But the Board move all the exhibits | 6 examinstion PAUL B. VASINGTON, MARK D. HARPER, SUSKN H.

7 in, we still would like to based upon the comment | 7 BAIOWIS, weze duly sworn to testify the truth, the whole

8 earlier related to cost object to the admission of 8 truth and nothing but the truth.

9 Exhibit 6B which is Verizon Communications, Inc., Form | ¢ 1 DO FURTHER CERTIFY that the foragoing is a
10 10-G, and the investor report which both are foran [10 true and sccucate transcript of the tastimony as taken
11 affiliate which is Verizon Communications, Inc., nota |11 stenographically by and before ma at the time, place and
12 party to this proceeding. 12 on the date hereinbefore set forth.

13 COMMISSIONER FOX: M. Chairman, can 17 |13 I DO FURTEER CERTIFY that I sm neither &
14 I looked at the order, it's not going to do 14 relativa nor axployse nox attorney nor counsel of any of
15 costs. Itsays no cost study. It doesn't say no 15 the parties to this action, and that I am naither a
16 discussion of costs. 1& relative nor employee of such &sttoznay or counsael, and
17 MR. SMITH: Another order said no costs. |17 that T am not financially interested in the action.
18 COMMISSIONER FOX: We have the order here, |18

19 |read it to read no cost studies. It didn't say no 19

20 discussion of costs. . 20

21 MR. SMITH: Basically, this a rejectionon 21

22 the affiliate aspect. This is Verizon Communications, |2 s _

23 Inc,, is an affiliate, 23 Hites saiy 36, 2610

24 HEARING EXAMINER ASSELTA: iwirsin |24 '

25 everybody's best interests that everything -- 25 Pated: July 17, 2012
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