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Page 7
XsAflNG EXAMINER ASSflTA: Coed morning,

everyone. ~y name is Commissioner Nicholas Asselta and

I will preside over these evidentiary hearing. in the

matter of the Board’s investigation regarding the

reclassification of incumbent local exchange carrier

services as competitive, Docket No. TXl109O570.
With me today ii Deputy Attorney General

Alex Moreau who will be advising ae on this matter and

also Commissioner Jeanne Fox is Supposed to attend and

Commissioner Holds.. may also attend. So we’re not going

to wait for them. We’re going to begin.

Pursuant to N.J.S.A. 40,2-Zl.lgs, the Board,

prior to determining whether a service is competitive,

must at a minimum evaluate, number One, ease of market

entry; number two2 presence of competitors; and, number

three, the availability of lae or substitute services

in the relevant geographic area.

Should the Board ultimately dean any service

to be conpetitive, the Board would no longer regulate

the rates or terms and conditions of such services.

In addition to evidentiary hearings, the

Board will schedule three public hearing, in this matter

in order to provide an opportunity for the public to

comment.

25 May I have the appearances, please.

July 17, 2012
Page $

MS. SMITH: William D. Smith for Verison,

its. BENEDEX: Sue Benedek for Centuryt4nk

HR. WHITE: Christopher White, Jose

Rivera-Seniter • and Maria Novas.-Rujz for rate counsel

HR. WAND: Deputy Attorney General David

Wand on behalf of board staff ftc.. the Division of taw,

HR. SMITH: With me today is Ave-Marie

Hadesa, counsel of record.

MS. BENEDEK: And with me, ~ Honor, is

Colleen Foley from Saul Ewing.

MEARING EXAMINER ASSELTA: Are there any

preliminary matters that need to be addressed before we

begin?

HR. WHITE: We have one, your Honor

We• Ye met and discussed among the paflie,,

we want to propose modifying the briefing sched.ne that

is laid out in the procedural order and under that we

would propose to change initial briefs to October 2nd

and reply briefs to November 1st.

this is due to several factors, including

the order that was issued yesterday requiring certain

documents be provided by July 25th. It would also

enable the parties to further explore settlesent

negotiations between the parties and we’d ask your itonor

Opening Statement Page 9

to approve that modification.

2 flEMING EXM4XNER ASSELfl., okay. Approved

3 Bill?

HR. SMITH: I have rio ob3ecuo~.

MS. BENEDEK: No ob~ectjon.

HEAPING EXAMINER ASSEtTA: Does any Party

wish to make a brief opening statemen~

HR. SMITH: Verizon wishes to make an

opening statement. We will keep it as brief aa

possible.

MS. BENSOn: And Centurytink as well,

HR. WHITE: And rate counsel as

HEARING EXAMINER ASSELTA: Mr. Saith

HR. SMITH: Good morning.

My name i$ William Smith end ~ am a

assistant general counsel for Verizon, New Jersey.

We are here this morning for Ph... II of the

Board’s investigation regarding reclassification or

incumbent local exchange carrier services as

competitive.

Thank you for giving me the opportunity to

make this brief opening statenent. During my statement

I will make reference to four confidential charts that

we are now distributing to the parties that executed the

non—disclosure agreements. I will not mention any
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Opening Statement

1 confidential data during my statement.

2 The purpose of Phase II of this proceeding

3 is to reevaluate the competitiveness of certain services

4 and products that were addressed in respective

5 stipulations that the parties and the board staff

6 reached at the conclusion of Phase X.

7 Pursuant to the Verizon stipulation, all

S mass market retail services that were still subject to

9 rate regulation were classified as competitive, except

10 for four services: Residential basic exchange service,

11 including usage; single-line basic exchange service;

12 nonrecurring charges for installation of residential

13 services; and residential o. services.

14 These tour services which we refer to in

15 testimony as Verizon’s legacy landline services remained

16 rate regulated but were subject to certain stipulated

19 allowed rate increases aver a three—year period at the

18 discretion of Verison. The stipulation provided for a

19 review of the clasaification of the tour legacy landline

20 services after three years which gave rise to this

21 proceeding.

this proceeding provides the Board with

another Opportunity to promote communications

competition to the benefit of the New Jersey consumers

and to further the Board’s leadership in the

Opening Statement Page 11
1 oammunication~ industry by continuing to recognise the

2 profound impact that competition ie having on the state.

3 Almost four years ago in the order approving the

4 stipulations, the Board specifically found that it is

5 evident that sufficient competition exists to relieve

6 both Verizon and Embarq from the Board’s existing

7 regulations for mass market retail services articulated

S in the stipulstions.

9 By the conclusion of this hearing, the

10 evidence will demonstrate that there is now more

11 competitive entry and growth, more competitors in the

12 market, and more substitution for legacy landline and BA

13 services than there were four years ago as customers

14 have continued to adapt the technological innovations to

15 their individual corsaunications needs.

16 The evidence will also make clear that the

17 communications industry in New aersey continues to be

18 subject to an ever—increasing competitive pressures as

19 traditional carriere, like Verizom, face direct and

20 unrelenting conpetitive pressure from an array of

21 established and nell service providers and services,

22 including cable television providers, wireless

23 providers, von providers, and yoU-established arcs.

24 These competitors which include Vonage,

25 msgicJack, Skype, a division of Microsoft, AT&T, Sprint,

July 11, 2012,

Page 12
Comcast, Cablevision, and an ever-increasing array of

other innovative competitor. have continued to take tens

of thousands of lines and CA calls from Verison since

the conclusion of the Phase I Proceeding.

For example, at the end of Phase I Verizon

controlled 100 percent of the Lifeline customers in its

territory end received ico percent of Universal Service

Funding for these customers. Today the picture has

changed drastically as wireless no, have entered the

market and are competing vigorously for these customer,.

As a result, Verizon now receives less than 25 percent

of the LFSF Lifeline funding for Lifeline customers.

More than twenty years ago when it passed

the 1992 ?elec~mmunications Act, the New Jersey

legislature recognized that regulated carriers like

Verizon would be facing this type of significant

competition sad should be allowed to cospeta on a Level

playing field with unregulated, nontraditional

competitors.

That is why the New Jersey legislatne set

up a simple but, effective test to determine when, as a

matter of economics and sound public policy, it makes

sense to remove unnecessary rate regulation and allow

the market to eetahlish the appropriate rates for

services that have been found to be competitive

Opening Statement Page 13

That teat has three prong, that the Board

has repeatedly applied without addition or Supplemental

criteria in past reclassification Proceedings,

The first prong of the test, ease of market

entry, is conclusively satisfied by the fact that

existing and potential ccapetitors have bean successful

in entering the market and expanding the scope of the

services that they offer and increasing the scale of

their businesses. As noted, the entry of the wireless

ETCe since the conclusion of ?haee I is just one good

example of how innovative carriers have continued to

seek competitive opportunities in New Jersey and are

providing alternatives to Verizon’s residential basic

exchange service customers.

The second prong of the test, the presence

of competitors, is easily satisfied for Verizan New

Jersey’s legacy landline services. As I’ve already

indicated, there is an array of both traditional and

nontraditional competitors that are vigorously cc.vc~eting

for Verizcn’s legacy landline and residential oi.

servicee. Competitive carriers, wireless carriers,

cable companies, and Var? providers are all present in

Hew Jersey.

The evidence in this case will demonstrate
that these competitive carriers now control over

Page 10 Opening Statement
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‘Opening Statement

50 percent of the lines to New Jersey’s 3 million plus

households. This evidence is sunsnari,ed in Chart A. As

can be seen from a small rod slice on the pie chart,

only a small percentage of the households in New Jersey

continue to purchase Verizon’s legacy landline services

that are the subject of this hearing.

The record will show that the third and

final prong of the test, availability of like or

substitute services i. also easily satisfied, The

evidence of Venison’s line losses to competitors

demonstrates conclusively that substitute services are

readily available for legacy landline services that are

under review in this proceeding.

In fact, in th, past ten years Verison has

lost four times more residential legacy landlines than

it currently has in service. Chart B clearly

demonstrates the significant loss of residential basic

exchange line,. Chart C demonstrates the significant

loss of single—line business basic exchange service

lines and Chart B demonstrates the astounding decline in

calls handled by Verizon’s directory assistance

operators.

23 This overwhelming evidence of competition

24 also belies rate counsel’s efforts to move policy

25 backwards by arguing that certain competitive vertical

Opening Statement Page 15

1 services, such as call forwarding, should be

2 reclassified as noncompetitive and subject to future

3 rate regulation.

4 In fact, no matter what arguments rate

5 counsel may seek to employ to confuse th, issues in this

6 case, it will be impossible to get around two simple

7 facts:

First, the demand for traditional legacy

landlin, and CA services had been dropping like a stone

since the earl? 2000s and that trend has continued as

new cospetitors and services enter the market, Indeed,

if there were no substitute, avails$l, for Verizon’s

legacy landline services, as rate counsel contends, then

the demand for those services would have been static or

have grown along with the population in New Jersey. But

the charts I have distributed clearly show that the

demand for residential basic exchange service,

single—line business basic exchange service, and

residential 01 services baa declined sharply in recent

years.

21 Second, the demand for substitute means of

22 coatunication has been growing by leaps and bounds. In

23 fact, even rate counsel recognizes that a fundamental

24 revolution has reshaped the way in which customers

25 corniunicate. It is readily apparent that customers are

July 17, 2012
Page 14 Opening Statement Page 16

in charge and customers are driving companies to invest

and innovate in figuring out how best to meet oustomars’

evolving needs and demands. As a result, VoIp carriers,

such as zsagicjack, and wireless carriers, like Tracpone,

have entered the market to compete for low income

customers, while an array of established competitive

carriers, such as Concast, Cablevision, and AT&T

wireless, continue to innovate and take lines from

Verizon’s legacy landline business as is denonstratea in

the charts.

Finally, the scope of this proceeding must

be kept in perspective. While outdated legacy rules and

regulations should be eliminated so that incumbent

companies can compete on a level playing field with

their numerous nonregulated competitors, these are

issues for another day.

The mona initiated Phase XX for the sole

purpose of evaluating whether any of the few remaining

noncompetitive services should be declared competitive

and tree from rate regulation and whether any

competitive serv~ces that rate counsel challenged should

be found to be noncompetitive and subject to rate

regulation in this phase.

Thus, this proceeding does not alter things

such as Veriton’s PAR—Il obligations, tariffs, or the

Opening Statement Page 17
1. floard’s telecomeunications rules. All that happens if

2 the Board finds, as it should, that Verizon legacy

3 landline and residential Dl services, as well as its

4 vertical services, are competitive is that such services

5 would not be subject to rate regulation,

6 Thank you. This ends my statement.

7 HEARING BXShNINER A.SSELTA: Thank you.

8 E,et the record show commissioner Fox has

9 entered the hearing.

10 ca.4ISSXONER FOX: And missed most of the

11 testimony.

15 Asselta.

HEARING EXAIflNER ASSELTA: Century.

MS. BENEDEX: Thank you.

Good morning, Commissioner Fox, Commissioner

My name is Sue Benedek and I am senior

counsel with centurytink New Jersey. We co,smen,i the

Board for its continuing efforts to examine whether all

participants in the telecommunication market, including

my client, the ILEC, centurytink, which, along with its

customers have -— that they have regulatory flexibility

as authorized under New Jersey competitive

classification statute.

we thank the Commissioners, we thank DJM3,

and staff for giving us this opportunity and this time
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Opening Sta tement

1 to do an opening statement.

2 I want to echo -- S have two point.. I want

3 to echo the coxriants made by verizon regarding the three

4 criteria. re believe that the statute -— that th. New

5 Jersey Board must ensure that the New Jersey competitive

6 statute is honored as written. The criteria

7 uncomplicated should not be expanded to include

$ additional requirements, either directly or indirectly

9 via how the criteria are applied as rate counsel ham

10 recommended.

Second point: The Board should continue to

complete the work begun in the Phase I proceeding and

deem the four remaining rate regulated service, of

CenturyLink, the RI, the Bl, installation charges for

the Al, and directory assistance competitive and keep

the services that were deemed competitive from Phase I

as competitive. That’s th, relief we are asking.

The reason we are asking for that is Hew

Jersey today includes a vibrant and competitive

telecommunications lsndscape consisting of a wide array

of mass market competitors. As Verison noted, we have

traditional CLEcs, cable companies • wireless carriers,

VcXP providers.

By way of reference, CenturyLink in New

Jersey, which serves the northwestern parts of the

Opening Statement

1 state • we have approximately today 11$ • 000 acces, lines

2 depending upon how you count an access line. When I

3 started with the company eleven years ago, it was

4 245,000.

CenturyLink now serves only a little more

than 56 percent of the retail residential households

within our northwestern portion of our footprint,

That’s txhibit NDI’I—5 in the testimony of Hark Harper.

moe, 44 percent of the households in our

little service territory do not purchase any services

from CenturyLink. Competitors with like or

substitutable retail, business services are present,

That market has been preempt for many many years, Find

as demonstrated by the fact that we have eroded in our

-— business access lines have eroded by approximately

40 percent, as Hr. Harper testified in the prefiled

testimony which you have, Commissioner, and also which I

will, get to Commissioner Fox shortly.

It defies logic and ignores reality that

this decline in Centurytink’s residential and business

lines results from any other reason than a thriving

marketplace in New Jersey. Moreover, based upon the

data provided by broadband providers and pertinent to

Hew Jersey every Centurytink exchange, that is every

exchange had anywhere from three to nine wirelirie

July 17, 2012

1 broadband providers and an enrage of seven, that is

2 seven wirelees broadband service providers available,

3 every single one of our exchanges,

4 Cement, Csblevis,,n, Service Electric cover

5 over 99 percent of the square miles within our

6 exchanges. Wireless service is widely available

7 throughout the service area with over 99 percent

S coverage in our New Jersey market.

9 AdditionalLy, wirniess Lifeline provider, in

10 t~ew Jersey now receive 75 ;crcent of the low income

11 support from the federal Lifeline fund which arcs
12 receive only the remaining 25 percent. Noncable, VoIP

13 providers are ubiquitously ‘Ivailable and offer

14 residential phone plans rar.~,g from $4.95 to $19.95 per

15 month based upon the featu.,es and other terms of

16 offerings, they offer busint’.s plan, ranging from ~l5

17 to $39.95, lie have thai i, Exhibit ICH-.j4.

18 The record dev.’n.strates that declining

19 access lines for both standalone and bundle services,

20 that based upon reporting ~ata Since that Phase I

21 proceeding, since the proce.’aing with the order that we,

22 entered in • 08, consumers htn, been leaving CenturyLipic

23 in droves. It’s been a stcedy flow of customers

24 selecting other providers oa . bsti.tutable services in

25 our market.

Contrary to rat.. uns assertion,, the

record clearly demonstrates th’tt cable companies compete

in the cossaunjoation, -— a, t:~. communications provider

for any and all Centurytiak customer,, They can serve

irrespective of whether the austcmer currently purchases

a bundle service or a standalone service from

centuryr.ink. And you will hear throughout this hearing

whet ie the product market, the standalone concept

versu, a bundled service.

Xt is our positic., that cable competes for

any and all. They’re not out there competing for one,

The market ha, to be defined to not be so narrow. Based

on reporting data, msaning the data that customer, when

they leave us, we report numbers which is what we can

know of what they leave, in Hxhibit ~ Cable

companies are the top requesters of the number that goes

with the customer for centurytink’s customers.

Simply etated, every time a cent~sryLi~

basic residential customer chooses to pilrchsse XPXNIfl

voice or a similar service from another cable provider,

it demonstrates the service is substitutsble, that they

are in that same market.

Finally, numerous alternatives and methods

of accessing na services are available in Hew Jersey

today. With the highest percentage of brcadbana
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connection, in th, nation, 78 percent, New Jersey

consumers are well—suited to be familiar with and

utilize internet base4 DR competitors. Moreover, with

wir.Iess phones nearly ubiquitous among the New Jersey

population, the ability to dial 411 on a wireless phone

on other networks other than the IX.EC are familiar to

many New Jersey citizens.

In sum, the Hoard should remain consistent

with prior reclassification orders and apply only the

three criteria as written, request to create new

criteria or expand the existing criteria by squeezing in

new requirements or how it’s supplied should be promptly

rejected.

As the record amply demonstrates, the sate

regulated centurflink retail services, the four thp.t I

discussed earlier, plus what had been deemed ooncetitjve

in Phase I, should be affirmed by this Board.

thank you very much for this opportunity,

Commissioners, and DIG, thank you.

WEHAING EXAMINER ASSELTA: Let the record

show that Commissioner Holden has now entered the

hearing.

Mr. White.

am. WHITE: Good morning, Commissioners.

NEARING EXAMINER ASSELTA: Good morning.

Opening Statement - - Page 23

MR. WHITE: Rate counsel believes that the

four core services that are issued in this proceeding

should remain rate regulated, that vertical features

should be reclassified as rate regulated, that

multi-line business of Centurytink should be

reclassified as rate regulated as well.

The relevant product market and geographic

market should be limited as advocated by rate counsel.

Rate regulated services are inelastic, and mac carriers

have market power which is the ability to sustain price

increases and any loss of customer does result in

overall loss of revenue.

Competitive safeguards require carriers to

offer standalone basic service which is a proteoted

service under our statute. Rate regulated services when

sold as part of a bundle, they have to offer standalone

service to Customers.

the elimination of rate regulation for these

services would essentially end the obligation to offer

standalone service to customers. There are a

significant number of customer, in New Jersey that only

want standalone.

Verisor. controls 97 percent of the

standalone voice market, 04 percent of the standalone

Vex? market. CenturyLinli controls the vast majority of

July 17,2012
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basic stamd,,<.ne markets. What is characterized as loss

is after nigntion to another Verizon or CentuzyLinic

product which doe, not provide competitive pressure.

Again, this is reflected in what we will

show is the iaelasticity of the service, sought to be

reclaseifiod.

tS.re needs to be a sizable core of legacy

landlines that need protection. They include the

elderly, ~ income, those in rural areas. They are

vulnerable an.i they need the protection of this board.

And we think when you look at the entire

record as a whole that the four rate regulated services

should renai,~ rate regulated and additional services

that are ne sompetitive should be reclassified.

thank you very much.

SEAMING EXAMINER ASSflTA. Thank y~

Any questions, commissioners?

h~ WRITE: Commissioner, I have extra sets

for the ot’,.,- commissioners it they want to have

binder,.

24 Cosnissio:,ot,

hEARING EXAMINER ASSELTa: Sure.

~fl ‘staff, is there any opening statement?

:~a. wapo: No opening statement,

25 ‘ZARXNG EXAMINER ASSELTA: Thank you.

Colloquy Page 25

‘DNMIS$IONER POX: The attorneys for

companies, u.~qn Mr. White commented about standelone

voice ser’vi~’eu, that elimination of rate regulation

would eliwin,.te landline voice services, do you have a

position on that?

iS. SMITH, Can 70fl repeat?

COIS4ISSIONER POX, What Mr. White said was

if we elim~nat, rate regulation for the basic service

that you cou.~d, in fact, and I think this is true,

eliminate standalone voice service that people eight

have to take a bundle.

b~. SMITH: Mt. Vasingtor, is my witness

addressing that in detail but, you know, basically what

we will be doing is looking at what, you know, the

marketplace is looking for as a way of products and

service.. XE there’s a market for standalone basic

service, I would think that we would continue to provide

it. And that’s, you know -— the view of Mr. Vaaington

can opine more on it as our expert witness.

HEA~ING EXAMINER ASSELTA: Let’ a go to your

witness.

Ms. ~EN~DtX: May I, your Honor, real quick,

As in terms of framing the answer to that question, the

relationship between the Board and the XLEC, my client,

or Verizon, doesn’t go away with competitive
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1 classification. And so, you know, the regulation, as

2 applicable, the PAR plans that my client and Yeriron

3 have, there are other requirements. So I don’t -— I

4 don’t know how to answer your question, I don’t have a

5 crystal ball, but that relationship would seem to

6 preclude sort of drastic changes, but it would give

7 us —- but would give us the pricing flexibility to

8 compete I mean which we desperately need.

9 Nfl. 94175, Right. And~~ Cossisaionn, may I

10 also add, as I said also in my opening statement, and as

11 sue was iust saying, we are subject to all of our

12 obligations under PaR-TX and we have the tariff, and

13 what could be a complicated legal ‘question, how to you

14 untangled those current obligations which is certainly

15 involved.

COZ24XSSIOUER POX: Thank you.

HEARING CXANINER 15551.7k: it. Smith, would

you like ta call your witness?

I~. SMITH: Yes. r

would like to call Paul a. Vasington to

the stand.

22 HR. WHITE: Commissioner, should we identify

23 the exhibits that we’ we already pra,arked and given to

24 you.

25 HEARING EXAMINER ASSELtA: Yes.

Colloquy

July Il, 2012
Page 28

1 Baldwin and Sarah H. Basely, public version, marked for

2 identification.)

3 CRC-fl, Rebuttal Testimony of Susan N.

4 Baldwi,. and Sarah N. Basely, confidential version,

5 marked for identification.)

6 CRC-I, Verison mixed public and confidsntial

7 discovery responses, marked for tdentificatian)

B (PC-5, Centuryr,ink mixed public end

9 confidential discovery responses, Barked for

10 identification.)

11 HEARING EXAMINER ASSEt’??.: Okay. Bill.

12 HR. SMITH: And, Commissioners, what you

13 have in front of you for Verison what Hr. Vasingtom has

14 in front of him is his direct, reply, and rebuttal

15 testimonies, You have the proprietary and the public

16 versions, And if you look at the upper let t—hap4

17 corner, you’ll see the exhibit numbers that starts with

18 exhibit Verizon Hew Jersey CXC for confidential and 01?

19 for public and so forth, that’s the testimony for

20 Hr. Vasington.

(VNJ’-Ojc, Direct Testimony of Paul 8.

Vasington, proprietary version, marked for

identification.)

CVNJ—Olp, Direct Testimony of Paul B.

Vasington, publio version, marked far identifics,ao~,

Page 29

(VNJ-02c, Reply Testimony of Paul B.
Vasington, proprietary version, marked for
identification.)

(VNJ-02P, Reply Testimony of Paul B.
Vasington, public version, marked for identification.)

(VNJ-03C, Rebuttal Testimony of Paul B.
Vasington, proprietary version, marked for
identification.)

(VNJ-03P, Rebuttal Testimony of Paul B.
Vasington, public version, marked for identification.)

PAUL B. VASINGTON,Ijfreetor
State Public Policy for Verizon, having a business
address of 125 High Street, Oliver Tower, Boston,
Massachusetts 02110, having been duly sworn by the
Notary, testified as follows:
DIRECT EXAMINATION OF MR. VASINGTON BY MR. SMITH:

Q. Mr. Vasington, state your full name, business
address, and business title.
A. My name is Paul B., B as in boy, Vasington, V, as

in Victor, a-s-i-n-g-t-o-n.
My business address the 125 High Street, Boston,

Massachusetts. And my title is director, state public
policy.

24 MR. SMITH: Mr. Vasington is available for
25 CrOss-examination.
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1. HR. emITs: For rate counsel Exhibit 1, 1?.

2 ia the initial testimony. Exhibit 2, 2k is the reply.

3 rxhibit 3, 3* i. the rebuttal. The first one is the

4 red.acted end the second one is the confidential. We

5 have discovery responses for Cpnturytink which is

6 Exhibit 4 and discovery responses for Verizon.

7 Excuse me. It a reversed. Centurytink is

S five and Verison is four. And those are our prenarked

9 exhibits.

10 And we had one change to the initial

15. testimony which I distributed to you and Alex Korea,, and

12 the court reporter one small change.

13 CRC-I, Initial Testimony of Susan H. Baldwin

14 and Sarah 14. Basely, public version, marked for

15 identification.)

16 (RC—lA, Initial Testimony of Susan H.

17 Baldwin and Sarah ii. Basely, confidential version,

18 marked for identification.)

19 (EC-2, Reply Testimony of Susan H. Baldwin

20 and Sarah 11. Bosely, public version, marked for

25. identification,)

22 CRC-21, Reply testimony of Susan H. Baldwin

23 and Sarah K. nosely, confidential version, marked for

24 identification.)

25 (RC—3, Rebuttal Testimony of Susan 14.
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Cross - Vaslngton

2. CROSS-EXAMINATION OF tv~. VASLNGTON BY MR. WHITE:
2 Q. Thank you.

Good morning, Mr. Vasington. How are you?
A. Good morning. Doing well.
Q. Good.

You filed direct, reply, and rebuttal testimony
in this proceeding. Correct?
A. Yes.
Q. When were you contacted regarding providing

testimony in this proceeding?
A. It was in the fall. I don’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 proceeding?
A. BOY, I don’t recall an exact date. It was around

the time that the docket was open. I don’t remember
exactly.
Q. Subject to check that’s about October?
A. Subject to check, sure, that’s Sounds about

right.

July 17, 2012

from you, we have to look to various different people
within Verizon to get responses. So in that process we
have to identi& 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
round a hundred pages or more each time so it was a lot
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. I couldn’t tell you exactly how many houn
that would be, but it’s a lot of work.
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. I did all the initial drafts and then I

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?

Page 31 Cross - VasingtonCross . Vasinyton

Q. So shortly thereafter you started preparing to
file testimony in this proceeding.
A. Yeah. I mean we started preparing the data first

and then I started writing testimony after that.
Q. Okay. How many people did you have assist you in

that?
A. Well, the attorneys have some input into the

drafting of testimony and there are probably half dozen
other people who touched at some point data sets or
editing with drafting.
Q. But you started out with data sets. Correct?
A. Started out with compiling data sets, yes.
Q. How many people worked on that?
A. I think in the first instance there were two

people directly involved in that. I’m not sure how many
people they contacted to also work on it.
Q. So you delegated that to those individuals to

compile data that you would need for this proceeding.
Correct?

A. Yes.
Q. Did that number grow during the other phases of

this proceeding?
A. The number of people helping out?
Q. Yes.
A. Yeah, because once we started getting discovery

Page 33

1 A. Yes.
2 Q. Do you own stock in Verizon?
3 A. Yes.
4 Q. Do you participate in a -- in a bonus plan with
5 Verizon?
6 A. Yes.
i Q. Doyou get-
a MR. SMITH: Objection, your Honor.
9 HEARING EXAMINER ASSELTA: ,,...,,

10 object also first. For clarification, Mr. Vasington,
ii. have you adopted all your testimony as filed?
12 THE WITNESS: Yes, sir.
13 HEARING EXAMINER ASSELTA:~., cm,,.

14 MR. SMITH: Your Honor, I object.
15 I’m not quite sure what the relevance of
16 this to any of his direct or reply or rebuttal. It
17 seems to be outside of the scope of testimony.
18 HEARING EXAMINER ASSELTA: apw.g,~,
is Why are you going that way?
20 MR. WHITE: Well, to the extent that he has
21 financial interest in Verizon stock, he has financial
22 interest and that’s appropriate to go into on
23 cross-examination whether it could effect his testimony,
24 whether he would profit depending on how this proceeding
25 came out. So it’s an area that’s legitimately
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(Cross:

appropriate for cross-examination.
HEARING EXAMINER ASSELTA: Sus~,ü,~d.

Move forward.
BY MR. WHITE:
Q. Now, you participate in a bonus plan. Correct?
A. Yes.
Q. This is a different question.

Do you -- as part of that bonus, did you get paid
in stock?

MR. SMITH: Pm going to object again. I
thought you sustained instead of overruled my objection
so.

HEARING EXAMINER ASSELTA:,~,~
the best you can.
A. No. My bonus is not paid in stock.
Q. ICs all paid in cash or deferred comp?

HEARING EXAMINER ASSELTA: ,.,_.,

compensation let’s say.
Move forward, please.

Q. That’s fine.
You state on page 2, lines I through 5 ofyour

initial testimony that you looked at three criteria.
Correct?

24 A. Let me get there.
25 Yes.

Cross . Vasington

Q. These are the only criteria that you looked at in
your direct testimony. Is that correct?
A. That is correct.
Q. And you did not do any analysis of whether
Verizon has market power, did you?
A. Yes, I believe I did.
Q. And where is that?
A. My whole testimony. I clarified that in the

rebuttal testimony where rate counsel’s witness in their
reply said that I didn’t make any evaluations of market
power and I addressed that pretty squarely in my final
round of testimony.
Q. Didn’t -- you addressed residential service and

whether or not you did analysis for residential.
Correct?

A. I did an analysis of all four of the legacy
landline services, most of which are residential but
also include single-I Inc business.
Q. And Ms. Baldwin did an analysis of business as

well. Right?
A. Yes. She did the four services at issue, plus

discretionary services, plus multi-Tine business for
CenturyLink.
Q. And her determination of the multi-line business
is it was inelastic and that you were able to properly

________ July 17, 2012

Page 34 Cross . Vasington Page 36

increase rates, is that correct, for business cut lines,
single-line business?
A. Well, you started your question with multi-line

and finished with single-line.
Q. Well, single-line is what we’re talking about for

Verizon because multi-line is not in this case for
Verizon. So let me rephrase that.

Let’s limit it to single-line business.
Is it correct?

A. Rephrase the question.
HEARING EXAMINER ASSELTA:~

question again, Mr. White.
Q. Ms. Baldwin did analysis for single-line business
for Verizon. Correct?
A. Yes.
Q. And her conclusions about that, number one, was

inelastic and also you were able to properly raise rates
without losing revenue, is that correct, in her
analysis?

20 A. Her analysis in her rebuttal testimony was that
21. the single-line business services is relatively
22 inelastic and I think she said that we’re both able to
23 increase our revenues and to increase our profits which
24 are not necessarily the same thing. I don’t think that
25 price elasticity is -- determines whether or not a

service is competitive. But in any event if the purpose
of that analysis is to say that we can raise rates to a
level where we’re going to generate monopoly profits, I
think the Board shouldn’t be concerned about that;
because if you look at our business rates from the 2008
stipulation, we were allowed to raise rates to certain
levels in that stipulation and we didn’t even take
advantage of all that freedom for business services. So
we left revenue on the table already for competitive
reasons. So there really isn’t a concern that we’re
going to be able to generate monopoly profits in the
business or residential customers.
Q. Market power is not one of the three criteria
that you identified that should be looked at in this
proceeding in your initial testimony. Is that correct?
A. No, not really because I think what I said in

my -- I know what I said in my testimony was that the
three criteria together constitute a pretty good test of
market power.
Q. What about market share, is that relevant? Is
that one -- strike that.

Is market share one of the three designated
criteria in the statute?
A. No, it’s not. And the Board has already said in

earlier orders that market share has limited use in this
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Cross - Vasington Page 38

1 context of applying the statutory criteria. I explained
2 in my testimony that market share information can be
3 valuable to the extent that it demonstrates compliance
4 with the three criteria. But in and of itself, it’s a
s static picture of a point in time that has limited value
6 in a market power study, especially when you’re talking
7 about an industry with rapid technological and market
a changes.
9 Q. Okay. On page 2, lines 14 to 20, you state that

to the four services of which reclassification is sought
11 are now referred to as legacy Iandline.
12 Is that correct?
13 A. Yes.
14 Q. These four services are part of mass market
15 services. Correct?
16 A. Correct.
17 Q. Did you forecast demand for services in the local
is market, including basic local service?
19 A. No.
20 Q. Did you produce elasticity studies and economic
23. quantitative analysis for each of these four services?
22 A. In effect the three criteria being evaluated are
23 supply and demand elasticity studies. I did not do a
24 quantitative assessment of price elasticity of demand.
25 In other words, I didn’t fly to say if price goes up by

July 17, 2012
Cross - Vaslngton —

1 what governments are.
2 Q. See your direct testimony at pages 3 and 4.
3 A. Okay.
4 MR. SMITH: Do you have a specific,
5 Mr. White, line references for those pages?
6 MR. WHITE: No. I just have three and four.
7 1 am handing the witness some documents
a we’re going to mark as Rate Counsel Exhibit 6 and there
9 are four documents in here. 6A which is the Verizon SEC

to 10-K, Verizon financial reports, Verizon quarterly
11 reports, and CentuiyL,ink I0-Q. This will be marked Rate
12 Counsel Exhibit 6.
13 If you give us a Ic.-:, minutes so we can
14 distribute them.
‘5 HEARING EXAM!NER ASSEL,TA: Sure.
16 (RC-6, Verizon SEC 10-K, Verizon financial I
17 reports, Verizon quarterly reports, and CentuiyLink I
is 10-Q, marked for identification.)
19 MR. SMITH: Mr. White, am I correct as far I
20 as the documents in front anne relate to Verizon that
21 they are documents related to -- I see -- it’s Verizon I
22 New Jersey, Inc.
23 THE WITNESS: One of them.
24 MR. SMITH: One of them. The other is
25 Verizon Communications and the PowerPoint is --

Page 39 Cross - Vasirigton

MR. WHITE: Is the first quarter reports of
2 2012 earnings of Verizor~ Corp.
a MR. SMITH: So tw9 out of three are Verizon
4 Corp. which is not a part of this proceeding.
5 THE WITNESS: Vou gave me CenturyLink. I
S MR. WHITE: Keep it, it’s part of the
7 exhibit. I
a MS. BENEDEK: Maybe. I
9 MR. WHITE: Because the exhibit covers all A

10 three and I will use it again when CenturyLink is a I
1.1 witness.
12 THE WITNESS: Fair enough. I
13 BY MR. WHITE: I
14 Q. Now, if you go to Verizori New Jersey documenti
15 which should be identified as page I of 50 which is 6A
16 and if you go to page 43 of that document.
li A. This is the one for the year end 2003.
is Q. Yes.
19 A. Whatpageagain?
20 Q. Forty-three.
2]. And to your knowledge, does Verizon New Jersey
22 file IQICs any longer?
23 A. Jdon’tknow.
24 Q. Take subject to check they do not.
25 A. Subjecttocheck.

Cross . Vaslngton

X percent, demand will decrease by Y percent.
In these types of proceedings typically supply

elasticity and demand elasticity are more qualitative
assessments. Supply elasticity is the willingness and
ability of competitors to provide additional services or
additional scope and scale of services. Demand
elasticity is the willingness of customers to switch to
these other substitutes.

So in the sense of the terms elasticity studies,
I did do that for supply and demand elasticity. But for
quantitatively trying to estimate the price quantity
relationship, I did not do that.
Q. And to determine whether a product is a

substitute is some type of quantitative analysis
required?
A. No.
Q. That’s your opinion.
A. Yeah. And that’s been the precedent of the Board

and other commissions that have done these types of
evaluations.
Q. Are you familiar with the term enterprise market

services and government markets?
A. I don’t know that I’ve heard them used exactly

that way. But I know what enterprise is generally
industrial companies, big, big companies. And I know
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July 17, 2012cross - Vasington Page 42 Cross - Vasingtc.n Page 44

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 alsogo to page45 which is F-2l and over 4 4.103.
s to page 46. . A. Oka1. 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 A. Yep. I see that now. Thank you.
8 out on the printer, page 44 was blank so we just didn’t Q. Okay. It is confusing. I admit. You would
9 include it in the package, but all the information in think the, would do it differently, but they didn’t.

10 this filing are contained. There’s nothing left out. And then under global enterprise, the strategic
11 HEARING EXAIVONER ASSELTA: services in core and add up to 3.852. Do you see that?
12 for the witness?
‘3 MR. WHiTE: Yes.
14 Q. I want you to identi&, are all these affiliates
is still operating for Verizon; does Verizon New Jersey
16 have transactions with these affiliates today?
17 A. I have no idea. i-i
18 MR. WHITE: You will be providing rate 18
19 counsel pursuant to an order of Commissioner Asselta all ag
20 the affiliates that do operate here in New Jersey. 20
21 Correct? 21
22 MR. SMITH: You have made -- there’s a 22
23 discovery request. There was a motion to compeL and 23
24 there was an order and we will follow what the order has 24
25 told us to do.

12 A. Yes.
13 Q. Then you see that’s under global enterprise and
14 then global wholesale, you see that number which is
15 1.861?
16 A. Yes. Million.

Q. And then you have other which is 129.
Do you see that?

A. Yes.
Q. Nov.’. if you go to the next page which is 27,

under these definitions of mass market, global
enterprisc global wholesale, and others, there’s a
description of what services are, do you see that, and
what services are included?

25 A. You’ie going to have to give me a moment to read

Crass - Vasingtop Page 45

1 them.
2 Okay.
a MR. SMITH: commissioner, at this time I
4 would like to object. I’m really not quite sure where
s the line is going.
6 HEARING EXAMINER ASSELTA: c.,~
7 specific, Mr. White?
8 MR. WHiTE: This is essentially laying the
~ foundation for later. Verizon has claimed that they’re

10 suffering overwhelming losses in the annual reports that
11 they filed and specifically this thing will show that on
12 a company-wide basis that they’re showing positive
13 EBITDA, which is earnings before interest, taxes,
14 depreciation, and amortization and that they’re actually
15 showing a net profit which is actually skipped ahead.
16 It might be easier, it’s on page 29 of 38.
17 It shows 1.6 operating income margin in EBITDA margin of
18 22.6. And again what the table of content show is how
19 they group their markets and what services are included.
20 And our position is tha.t this is directly relevant to
21 their claim of losses, because if grouped together,
22 they’re making money. They have failed to explain why
23 New Jersey would be any different than the composite of
24 all their operations.
25 MR. SMITH: I’m still going to renew my

5
6
7
a
9

10
11

Cross - Vasington Page 43

1 Mr. White, I would just like to point out
2 that this document appears to be dated from December 31,
3 2003. I’m not sure if you clarified that on the record.
4 It’s almost nine years old.

MR. WHITE: Yes. It’s the last annual
6 report that Verizon New Jersey filed with the SEC.
7 After that, they did not file annual reports any longer.
a But this is probably available on the Edgar website and
9 reflects a synopsis of Verizon’s business in 2003 which

10 is right after the PAR-Il was extended and identifies
ax the affiliates that operated then.
12 Q. If we go to the next document which is the 10-Q
13 which is for the first quarter of 2012.
14 A. Okay.
15 Q. And you refer to page 20 -- what’s page 27 of 38
16 at the top, but at the bottom you’ll see page 26.
17 A. Oh, okay.
18 Q. It identifies various groupings. What defines
19 see where it says mass market?
20 A. Yes.
21. Q. Which is comprised of consumer retail and small
22 business.
23 A. Where does it say that?
24 Q. Well, you put dollars and million, operating
25 revenues and selected operating statistics. See that in
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1 when you’re talking about out global wholesale segment,
2 if it’s even included in that, would be a pretty small
3 piece.
4 MR. WHITE: Could we make a transcript
5 request for them to ideñti& where their CLEC revenues
6 are reported in their lO-Q and under what business
7 entity?
a HEARING EXAMINER ASSELTA: ~._

9
10 MR. SMITH: Commissioner, I would have to
11 check, I don’t know if that is easily identifiable on
12 the lO-Q. We would just have to take it back which may
13 be we’re not able to provide.
14 Sitting here today, I am not familiar with
15 all these documents. I can only see the SEC statements
16 periodically. But it’s something that we usually deal
17 with in the regulatory realm.
is Q. Let me ask it a somewhat different way as well.
19 The Board has set UNE rates here in New Jersey
20 for Verizon New Jersey. Correct?
21 A. Yes.
22
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1 objection. It seems very tenuous the relationship i A. Global wholesale, yes, I see that.
2 between Verizon Communications, Inc., on this basis of 2 Q. Okay. And specifically this is -- this would be
3 financial connection. There’s no breakdown here that I s wholesale served revenue resolved from CLEC operations.
4 can see Mr. White’s pointed out for Verizon New Jersey, ~ Correct?
5 Inc., or any possible explanations and it’s going to be s A. No. This is primarily our global Internet
6 pure speculation, hypothesis of the connection between 6 backbone my understanding. When we merged with MCI, MCI
7 what’s reported in this document and the testimony that 7 was the fourth largest what they call Tier I -- Tier 1
a Mr. Vasington can supply. a backbone provider for Internet services with facilities
p MR. WHITE: Can we ask for the annual e that MCI had obtained when MCI took over a company

10 reports? Their discovery response is see our investor to called UUNET a number ofyears ago. They have a global
11 reports. The next report is investor report. Investor ii IP network that is used as a backbone for a Jot of
12 report shows the same 22.6 and 1.6 percent. 12 different services and I believe that global wholesale
13 HEARING EXAMINER ASSELTA: And cbisis 13 primarily refers to that, those services in that
14 company-wide basis. Correct? 14 Organization.
is MR. WHITE: This is company-wide and that’s is Q. Do you see the reference in the second line,
16 what they say to look at. 16 other carriers that use our facilities provide services
17 MR. SMITH: Just clari& when we say 17 to their customers?
is company-wide, that term can be conthsing sometimes. is A. Yes.
is Verizon Corporation. 19 Q. Wouldn’t that be CLECS that purchase UNEs or
20 MR. WHITE: Corporation which includes their 20 resale from Verizon?
21 wireline operation which includes Verizon New Jersey as 21 A. That might be also be in that but that is not all
22 well. 22 that it is. A lot of carriers would purchase dark fiber
23 HEARING EXAMINER ASSELTA: Okay. 23 capacity or high capacity on our global IP network and
24 MR. WHITE: In fact, this might be a good 24 could also fit into that description. So CLEC type
25 time, I would make a transcript request that they 25 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
I think it’s appropriate if they’re going to rely on the
numbers they assert shows a toss that we have a full
report so 1 ask for a transcript request.

HEARING EXAMINER ASSELTA:~
that. That seems fair. Okay.

MR. SMITH: Commissioner, I 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. I would like to refer you, Mr. Vasington, back --

and again a lot of this is foundational and I 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?

\l iu—( .Scrip(!h

Q. And there’s approximately 130 CLECs that have
23 been given authority to operate here in New Jersey.
24 Correct?

~25 A. That sounds about right.
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Cross Vasington

Q. Do the revenues that Verizon receives from
providing IJNEs 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?

HEARJNG EXAMINER ASSELTA:RCnF~L
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: Thn,bwe

way of saying.
A. I’m not sure. Pretty sure iCs 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

(END CONFIDENTIAL PORTION OF TRANSCRIPT.)
A. That is proprietary.
Q. Yes. But everybody here has signed the

proprietary agreement, I assume.
MR. SMITH: I’m not so sure about that. Has

everyone in the room signed a proprietary?
MR. WHITE: The ones in the back row are

interns so they’d be covered by rate counsel’s.
MR. SMITH: Has anyone not signed it?
But the record should reflect so the

transcript is going to be a public document so if we’re
getting into confidential information we will need to
make that designation. I don’t want to be presumptuous
and speak for the Commissioners, but we make that
request.
Q. Now, if you have a single-line business customer,

Mr. Vasington, Verizon New Jersey currently serves it.
A. Is that a question?
Q. Yes. Take that as a--
A. Yes. We have single-line business customers that
Verizon New Jersey currently serves.
Q. That customer decides it wants to order a second
business line.
A. From Verizon New Jersey?
Q. Yes.

July 17, 2012
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A. Yes.
Q. Who provides that?
A. Verizon New Jersey.
Q. Or is 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 MCI --

not former MCI.
Q. Let me ask it a different way.

What services does --

HEARING EXAMINER ASSELTA: _~

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: m...,~,,,

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, MCI

1 Communication doing business as Verizon business
2 services?
3 A. Yes.
4 Q. Do they provide business lines to customers?
5 A. I believe so. r haven’t looked at their tariff,
6 but I believe they do.
7 Q. And MCI would presumably purchase UNEs, correct,
e from Verizon New Jersey?
g MR. SMITH: Your Honor, I’m going to object

to based upon the Boards prior rulings that affiliates
11. matters and transactions are really outside the scope of
12 these reclassifications proceedings. I’m not quite sure
n where Mr. White is going with this as far as the
14 criteria involved.
is MR. WHITE: Again, this in part, your Honor,
16 relates to their issue of claimed losses. One way you
17 can have losses is if revenue previously captured by
18 Verizon New Jersey is now being captured by affiliates.
19 And one of those areas is MCI doing business as Verizon
20 business. And the question is what business lines do
21. they provide.
22 It is my understanding and I’ve heard
23 different testimony to contrary that multi-line lines
24 businesses are provided through Verizon business. If
25 you have more than one line, that’s a service you get
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MCI
And, in fact, if you look 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
been shifted. And this is what I’m trying to lay
foundation for. And that’s why I think it’s relevant to
the scope of this proceeding because it impacts directly
on whether or not there is claimed losses or, in fact,
losses orjust shifting of revenues and profits to other
affiliates.

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

HEARING EXAMINER ASSELTA: I think its
inside the scope of trying to ascertain your
~*ofitability and whether this hearing is necessary or
not and that’s what he’s trying to do here to establish
that.

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

Mr. Vasington, do you or don’t you?
THE WITNESS: If a customer isa 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 IJNEs 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 I 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.

Pm 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,

July 17, 2012
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1 they would purchase unbundled network elements from
2 Verizon. Correct?
3 A. Yes.
4 Q. And one of the issues, the revenues generated
5 from that purchase, we’ve already asked previously where
6 does that revenue go and who reports it. Correct? And
7 you don’t know at this point in time. Correct?
a A. Yeah, I don’t know. But that number as We’ve
9 seen in this proceeding and, as your witnesses have

to testified, is shrinking and is becoming a smaller part
ii of the market that fewer and fewer people are using
12 resale or wholesale advantage agreements to provide
13 services to competitors.
14 Q. Let’s go to the next statement under UNE
15 arrangement, when unbundled network element, there’s
16 subscriber line charge. Are you familiar with that?
17 A. Yes. That’s a retail charge.
is Q. Yes. And who captures the subscriber line charge
19 when a CLEC buys a tiNE from Verizon and then sells it to
20 their customer, who gets to keep the subscriber line
21 charge?
22 A. The CLEC.
23 Q. And in resales environment when youjust resale
24 services to a CLEC, who gets to keep the subscriber line
25 charge?

A. ACLEC.
Q. No.

Would you take subject to check that in resale
Verizon --

MR. SMITH: Mr. White.
Q. Pm 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

11 charge is what the retail provider bills to their end
12 user customer and they get the money. We’re not the
1.3 retail biller in that environment.
14 Q. In resale market is what you’re saying.
15 A. Right.
16 Q. Next question in this line: If Verizon provides
17 a single-line business line to its customer, Verizon
is keeps the subscriber line charge. Correct?
19 A. Yes. And be clear that’s a federal charge. That
20 federal charge is billed by the retail provider to its
21 customer under federal tariffs and the company that
22 bills that charge will keep that money.
23 Q. Okay. If we can go to 6C which is quarter 2000
24 earnings report and if you go to page--
25 MR. SMITH: Mr. White, the PowerPoint?

Cross - Vaslngton

from Verizon business which is MCI. And if ifs a
single-line, it’s provided by Verizon. And the question
is I would expect that the revenues would show up under
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July 17, 2012
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MR. SMITH: Objection. The document speaks
2 for itself. Do you have a question related to those
s specific things? Do you want to point to the specific

s Q. My specific question when I got started was that I
6 the investor report refers to EBITDA, it does not have a I
i number in it for like the 0-Q has with respect to
a actual operating income margin.
9 MR. SMITH: Ob;ection. It hasn’t been

10 established that this is thr~ investor report. This is a I
11 PowerPoint that Fran Shamino uses perhaps as part of the
12 investor report. When we refer to the investor
13 report--
14 HEARING EXAMINER ASSELTA: It’s not I
15 specific. It’s just a snapshot.
16 MR. SMITh: Arid would be more details. F
17 MR.. WHITE: TI,~s is a public document that
18 was produced by Verizon given as part of their earnings
is release in the fIrst quartvw 2012 highlighting their
20 performance. So it’s part and partial of what’s in the1
21 1O-Q.
22 MR. SMITH: We’re not challenging obviously
23 the adversity of what our company put out by our chief I
24 financial officer. What wtt’re saying is that it could
25 be taken out of context because we don’t know what the
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1. in total investor reports are and, quite frankly, what I
2 the connection is to the testimony that Mr. Vasington I
3 put in on the revenue situation based upon the reports I
4 filed by the Board. I believe its getting pretty
5 tenuous.

COMMISSIONER FOX:i Chink what Mr. While is I
7 saying is this is used by your CFO to sell Verizon and I
a in there it says there’s 22.6 percent operating profit I
~ for the company. I think that would be relevant. I

10 THE WITNES5~ EBITDA is a very impoJ~nt I
11 measure. A lot of investors look at. Ifyou ever watch I
12 CNBC or listen to earnings calls and transcripts to I
13 folks who follow the stocks, always ask what happening I
14 to your EBITDA margin. So it’s a very important number. I

So when our CFO is reporting on our earnings I
16 on a quarterly basis, he is answering ahead of time the I
17 questions that are going to come up from the investment I
is analysts. He’s not saying this is the only information I
19 that’s important or relevant.
20 If you go into the lO-Q, you’ll find an
21. income statement, you’ll find a balance sheet, you’ll
22 find statement of cash flows. There’s a Jot of
23 information that is relevant. But for this document,
24 the PowerPoint, this is the presentation you’re giving
25 to investors. So he’s trying to answer ahead of time
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Q. The PowerPoint, page II and 12. Again, on
page 11 it shows for the wireline revenue and
profitability it shows a positive 22.6 EBITDA for
Verizon wireline.

Is that correct?
A. Yes. That’s -- roughly speaking that’s a proxy

for the cash flow margin, revenues in cash expenses.
Q. And your loss analysis that you put in your

testimony is based upon the annual reports which is --

which in -- which is not based upon EBITDA, is it?
A. No, it’s not cash flow. Utility regulators have

never used cash flows as a measure of earnings because
money cost money and regulators have to ensure a return
on investment for one thing, payment of interest for
another thing.

Annual reports whether they’re filed by telephone
companies, electric companies, or gas companies aren’t
measures of cash flow. They’re measures of total
overall earnings and whether the company is earning its
cost of capital.
Q. So it’s your position that Verizon does not rely

on EBITDA and average revenue per user as a proxy for
the health of its operation.
A. No, not at all. EBITDA is very important measure
for a lot of reasons, but it’s not telling you the whole

Cross - Vasington Page 59

story. It’s telling you whether or not on a
forward-looking basis you’re positive on your cash flow.
It says nothing about whether or not you’ve actually
earned a return on your invested capital, paid taxes, or
paid your interest, for example, which is much different
from what the traditional utility standard and the
constitutional standard on utility regulations.
Q. Well, then can you tell ins why in their investor

reports in the first quarter they only report EBITDA and
they don’t report net operating income?
A. We don’t report net operating income to the
investors in our quarterly report?
Q. Look at the report. Show me where it talks about

net margin.
A. Well, this isn’t the report. This is a

PowerPoint handout that goes along when our CFO and
whoever else is reporting our quarterly earnings to
investors reports a snapshot of some of the information
which is included in a quarterly report.
Q. In your quarterly. And your quarterly shows both

the EBITDA and the gross margin from operations.
Correct?

A. The gross margins?
Q. It shows the 22.6 and 1.6 percent net operating
profit after all other expenses.
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document, the black one.
Q. Do you see the big black -- blackened column at

the bottom that reads continued strong FiOS growth and
lower line loss.
A. Yes.
Q. And then if you look at consumer ARPLJ,.there’s a

number there only shows it’s growing. See that?
A. Yes. Our average revenue per user is growing
primarily due to FiOS and our rate of loss, we’re still
losing lines, but our rate of loss is not quite as great
as it was in the prior quarter, prior year. It’s
actually year over year in this show.
Q. If you go to page 2, line 15 of your initial

testimony, can you briefly describe what business
services reclassii~ in each of the prior
reclassification proceedings you reference in page 2,
line IS?
A. Probably be easierjust to define it as

everything but single-line business exchange service has

Cross . Vasington

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. I believe it was two or more, but I think I have

discussion of the history in my testimony. Ijust want
to confirm that if you could bear with me for a moment.

Okay. On page 13 in my testimony I point out
that in the PAR-Il 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?

Q. And five and more were all business lines.
Right?

A. Right. Five or more business lines were all
business lines. Correct.
Q. So ?nsed upon what thç Board did previously, they

considered that within -- would you say that within the
business line marketplace that they drew distinctions
between the relevant product market within the general
category business lines?
A. Yes.
Q. On page 3, lines Ito 13, can you state that

three of the services are in the same product market
that product market is retail mass market?

Is that correct?

and

Cross -Vasingtcr. Page 65

1 A. They are classified as competitive.
2 Q. And you refer to that as page 5, lines I through
3 16. Correct?
4 A. No. That would be on page 13 which gives you the
s history of the prior proceeding where everything but
6 these four remaining services were classified as
7 competitive.

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

Ifs 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’ll mark this --

it’s in the-- Ws going take couple of minutes to pull
these. And we’re going to mark this as rate coun~l

17 Exhibit 12.
is (RC-l2, N.J.S.A cites and Communications Act
19 of 1934, marked for identification.)
20 MR. SMITH: Do you have a set for me?
21 MR. WHITE: Yes. Just bear with us.
22 HEARING EXAMINER ASSELTA: ~

23 material?
24 NEW SPEAKER: Yes, I am.
25 (A discussion is held off the record.)
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what questions they’re normally going to answer— or 1 Q. Yes.
going to ask. 2 A. Yes.

HEARING EXAMThIER ASSELTA: Mr. 4Th11c. 3

Q. Actually, if you go to page 12 again. 4
MR. SMITH: Which document? . 5
MR. WHITE: This is the Verizon investor 6
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A. Yes.
Q. And you treat DA as being a separate product
marker. Is that correct?
A. That’s correct.
Q. So it. is possible to have different product

markets for different services. Correct?
A. Is it possible, yes.
Q. Okay. Do you know how the BPIJ treats bundled

sewice~?
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Cross - Vasington Page 66

1 HEARING EXAMINER ASSELTA:
2 are we ready to go?
3 MR. WHITE: Yes.
4 BY MR. WHITE:
5 Q. Mr. Vasington, did you take a look at these
6 documents which we’ve marked Rate Counsel Exhibit 12?
7 If you turn to the second page, there’s a
a definition of protected telephone service.

Do you see that?
to A. Yes.
ii. Q. Okay. If you now go to the third page which is
12 48:2-21.1(a), look at paragraph (c).
13 A. 8(c)?
14 Q. Yes.
15 A. Okay.
16 Q. Does that provide that no .local exchange
17 telecommunications company may use revenues earned or
18 expenses incurred in conjunction with noncompetitive
19 services to subsidize competitive services?
20 A. You’ve read that correctly.
21 Q. Now, you’re claiming That Verizon New Jersey is
22 incurring losses, substantial losses. Correct?
23 A. Yes.
24 Q. Is it your position that rate regulated services
25 that are still rate regulated are PAR below cost?

Cross - Vasington ~ag~ 67

A. I haven’t looked at it in this case.
In the prior access case we did show that they

were below cost in 2009. Cost meaning total cost.
That’s not the same as a subsidy test. If you’re
applying the statutory provision of the subsidy test,
you only count direct costs for that. And there’s a lot
of Board orders and testimony discussing those
distinctions.
Q. So it’s your position that Date regulated

services are profitable, just the subset of rate
regulated services.

MR. SMITH; Commissioner, I’m going to
object. Just the most recent rulings costs were
determined to be outside the scope of the proceeding.
I’m not sure where Mr. While is going. But it seems
that he has entered into that area that is outside as
opposed to inside the scope. So I object.

MR. WHITE: Where I’m going with this is you
have a statutory prohibition that rate regulated
services can’t subsidize competitive services. I submit
that the losses that they’re claiming they’re incurring
if you believe them means that their competitive
services which is 90 percent of their services are
competitive, they must be performing at a loss and,
therefore, they’re in violation of this prohibition.

July 17,2012
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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 I
think we can also demonstrate that the rate regulated
services are above costs. And if you look at UNE rates
this Board established which is a statewide average is
ten-twenty-one which included a reasonable profit, the I
rates that they’re currently charging above that so the I
rate regulated services must be generating a profit. I
And if they’re generating a profit and overall they’re I
generating a loss, that means that they’re subsidizing I
competitive services and that’s in violation of the I
statute. I

14 HEARING EXAMINER ASSELTA:m,~, I
is expert opinion and assumption. I
16 MR. WHITE: Yes. I
17 HEARING EXAMINER ASSELTA: Okay. I

MR. SMITH: I continue to object based upon I
19 the fact that it was ruled that costs were outside the I
20 scope of the proceeding.
21. COMMISSIONER FOX: You can’t make the I
22 decision unless you know what the costs are. I
23 MR. SMITH: No. There was a ruling that the I
24 costs--
25 COMMISSIONER FOX: Maybe the chair need3 to
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reconsider that ruling if, in fact, we need the costs to
be able to look at whether there’s subsidization

MR. SMITH: But that is unfair to Verizon
and CenturyLink because --

HEARING EXAMINER ASSELTA; In this
proceeding, as counsel has said, we can’t go there and
can’t ask for that in this particular proceeding.

COMMISSIONER FOX: So we can do our own
proceeding --

HEARING EXAMINER ASSELTA: Yes.
COMMISSIONER FOX; -- to see if, in fact,

they violated a Board order.
HEARING EXAMINER ASSELTA: Co~ci.
MR. WHITE: Then the only question I would

have, your Honor, how do they bring losses into this
case at all. If they’re going to claim losses, then
that -- that leads you to the next question is what
services sustained those losses and are those losses
consistent with statute.

Now, we can brief that point and we’re more
than happy to do it and move on. But I would just
suggest that that is, you know, that they can’t have it
both ways. They can’t be claiming losses and then try
to hide where the losses are and whether or not it’s
also a violation of statute.
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MR. SMITH: We’re providing the annual
report to rate counsel. We’ve provided our tax returns
to rate counsel. And it was ruled early on that the
costs are outside of the proceeding. If Mr. White wants
to brief it, let him brief it We will respond in our
briefs. We think it’s outside of the scope.

HEARING EXAMINER ASSELTA: o.,_.
brief that?

MR. WHITE: Yes, I’ll brief it, and I’m
happy to do that.
Q. And then if you go to the last page of that

exhibit, look at Subsection K of Section 254 of the
Communications Act, do you see there’s also a
prohibition at the federal level that you can’t use --

there’s a provision that says the carriers may not use
services that are not competitive to subsidize service
that are subject to competition?
A. Again, you’ve read that correctly.
Q. And did you do any analysis in this proceeding

whether or not you complied with that?
MR. SMITH: Again, I’m going to raise the

same objection related to the scope of the proceeding.
If the--

MR. WHITE: We will brief that one as well.
MR. SMITH: And we’re going to reserve the

Cross - Vasinglon

right as part of the briefing of the process our first
argument is going to be it’s outside the scope of the
proceeding.

COMMISSIONER FOX: And we’re going to take
it from there as well.

MR. SMITH: The Board has wide jurisdiction.
MR. WHITE: Can we take a short break?

Would that be all right?
HEARING EXAMINER ASSELTA:

you have?
MR. WHITE: I’ve got probably I’d said 2 to

3 hours on this. I expect, your Honor, to be able to
get done today with both witnesses. Thaes my goal.

HEARING EXAMINER ASSELTA: menw~o,i

too.
MR. WHITE: And I’m willing to stay as late

as necessary to do that. But I mean, you know, we are
prepared to move this along and this thing should speed
up.

MS. BENEDEK: I’d like to know to what
extent -- what do those statements mean relative to
whether we get out of here today. We do have rate
counsel witnesses that will be subject to cross and the
question of whether we actually conclude today, if he
wouldn’t mind please elaborating.

Cross - Vaslngton

HEARiNG EXAMINER ASSELTA: Yes.
MR. WHITE: In terms of this there was two

days of hearing scheduled. I anticipated that today
we’d spend most of the entire day on their witnesses.

Ms. Baldwin is here today. Ms. Bosely is
not coming in until tomorrow night, figuring that we
would spend the full day. If we have time left over
today, we are prepared to put Ms. Baldwin on without
Ms. Bosely if that is acceptable to the other parties..

MS. BENEDEK: It is acceptable to
CenturyLink.

MR. SMITH: It is acceptable.
MR. WHITE: If it can be done. And we’re

also prepared to come back Thursday. I know that we’d
have to convene hearings at one o’clock because of
commitments that Anthony has to brief the Governor on an
issue, and that’s also fine with us. If it’s necessary,
it all depends on how far we get today. But my goal
here today is to finish up with Mr. Vasington and
Mr. Harper.

HEARING EXAMINER ASSELTA: .

half hour. Okay. Thirty minutes.
MR. WHITE: Thatts fine.
(A lunch recess is taken.)
HEARING EXAMINER ASSELTA:,~,,

1 ready to resume here, Mr. White.
2 Mr. White, let’s start with you again,
3 MR. WHITE: Thank you, your Honor.
4 1 have a series of exhibits I’ll identif~,
s them. Rate Counsel Exhibit 8, and it’s a three part
6 exhibit, it includes the list of companies by revenue
i based upon the assessments.
B Those are Rate Counsel CLEC Survey which SB,
9 and SC is the assessment for cable companies in the

10 state.
Exhibit RC-lO is a colored document dealing

with RC-VNG-34. It purports to address various
categories of line loss.

Exhibit II is the recent order by the
Appellate Division, the access order case.

Exhibit 13 is the NPS survey retail -

internal survey which was provided by Verizon in
response to RC-VNJ-203.

There’s a Wall Street Journal article which
identifies RC Exhibit 14.

Exhibit 15 is legislation proposed in
Massachusetts.

And these are all documents I’ll be asking
the witness questions on.

HEARING EXAMINER ASSELTA: Okay.
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(RC-SA, Only a Few Companies Dominate New

Jerseys Telecommunicat ions Markets, State Assessments:
FY 2011-2012, marked for identification.)

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

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

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

(RC-1 1, Access Order by Appellate Division,
marked for identification.)

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

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

(RC-I5, 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. A is the assessment.
Q. Yes.

Cross - Vaslngtori

A. And the B is the CISC survey.
Q. Yes.
A. And I don’t know if I’ve seen C before.
Q. C is the cable assessment.
A. Can you explain?

I don’t know -- what is cable assessment?
Q. Cable companies get assessed just like telephone

companies.
A. Oh, the Board assessment.
Q. Yes.
A. Okay. All right.
Q. And if you go to the last page of Exhibit SA,

there’s a total telecommunications revenue.
Do you see that number?

A. Total for intrastate services.
Q. Yes. Correct. Exactly. Intrastate.
A. Or wireless or VoW.
Q. Right.
A. Right.
Q. The only services revenue reported by these

companies.
A. Yes.
Q. And you see that if you take the Verizon revenue
which is roughly $1.2 billion. Do you see that?
A. Yes.

July Il, 2012
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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, MClinetro
Access, further on down, 8 million 2.
A. Okay.
Q. You see AT&T on that list for 120 iaillion,

And does Teleport report separately because
that’s AT&T.
Q. That’s separate. You’re correct.

And subject to check, AT&T does not 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. I don’t know. I haven’t looked at their tariff.
Q. Subject to check, would you accept chat as

correct?
A. Subject to check, yeah.

22 You said residential and single-line, they don’t
23 take a single-line business customer that ccin~s to them.
24 Q. New customer.
25 In fact, MCI has a provision in its t2riff,

1 doesn’t it, that has grandfathered exisunz Customers
2 but not accepting new customers for rt;identjal
a services. Is that correct?
4 A. Subject to check. I haven’t looked at their
s tariff.
6 Q. So as a percentage of gross revenue, ‘/erizon’s by
7 and large is one of the -- is a significant provider of
a telecom services in New Jersey. Correct?
9 A. Well, the statement is correct. But there’s a

10 limitation to this exhibit that I discussed in my reply
11 testimony which is that it’s not all telecommunication
12 services. It’s a subset of services. It does not
13 include IP services which are all of the telephone
14 services offered by the cable companies who are single
15 largest competitor and also does not include wireless
16 services which is another significant competitor to us.
17 So within the context of this document we’re
18 certainly a significant number. But I think the Board
19 needs to be clear that this is only a subset of all
20 telecommunication services in the state.
21 Q. The second entry is Comeast Business
22 Communications. Correct?
23 A. Yes.
24 Q. That could capture all telecommunications
25 services, their intrastate services._~__j
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Page 80
i A. Yes. a intrastate service anywhere.
2 With clarification that VoIP, V-o-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. I don’t know. My understanding is they don’t
6 saying it doesn’t include a vast majority of their 6 have a tariff so I don’t know what services they’re
7 telecommunication services. 7 talking about there.
a COMMISSIONER FOX: Could I just clarifr? o Q. And then there’s abe entry for Cablevision
9 Are you saying that the voice-over -- does 9 Lightpath. Correct?

10 Verizon have voice-over Internet protocol? io A. Yes.
ii. THE WITNESS: Yes. 11 Q. And that’s 47 million
12 COMMISSIONER FOX: That’s the Ff05. Right? 12 A. Right.
13 THE WITNESS: Well) some of FiOS. FiOS 13 Q. The second group of documents is Rate Counsel
14 voice is provided in two ways. One is what we call 14 Exhibit 88 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 servicet: they provide. Correct?
as the way they did in the past with copper wires. Other 18 A. Yes. Ratecounsel p~ovided this with its
19 PiOS voice customers get the service from a product that 19 testimony.
20 we call FIOS digital voice. And FiOS digital voice 15 20 Q. Okay. Now, I refer y’iu to SC, if you go to the
21 an IEP, Internet protocol based service. So that’s VoW 21. very last line, you see the entry?
22 more like cable companies provide VoW. 22 A. Wait. Wait. I’m not .here yet.
23 COMMISSIONER FOX: DocsVcriänprovidema,e 23 The last page, last !i.i.~.

24 VoIP than it does the traditional landline? 24 Q. Page 1 of Exhibit 8C
25 THE WITNESS: No. The numbers are in the 25 A. Oh, page 1.

Cross . Vasington Page 79 Cross - Vaslngton — Page 81

a record, Commissioner, if you want to look at them. We 1 Q. Yes.
2 have the number of FiOS digital voice customers in there 2 A. ATC Outdoor DA.S?
3 and the number of traditional landline, both from our 3 Q. Yes.
4 legacy landline and from other services. 4 A. Okay.
s COMMISSIONER FOX: Thank you. S Q. You see the last line?
s THE WETNESS: 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.
a 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? ~ of this exhibit because this is-- these are all files,

10 A. For intercarrier compensation that’s true. But io cable TV numbers, aren’t they, if! understand you?
11 for purposes of regulatory jurisdiction, no,! don’t is. MR. WHITE: This is amount of video services
12 believe that’s true. 12 which they’re assessed under Section 5A of the Cable
13 Q. Well, isn’t there a proceeding in 2005 that was 13 Act. This is reported intrastate cable revenue here in
14 intended to address that? Are you aware of that 14 New Jersey.
is proceeding? as A. I apologize for one second, I was looking at the
16 A. There have been a lot of proceedings that have 16 CLEC survey.
17 addressed that. I don’t know which one you’re referring 17 MR. SMITH: I still object to the --

is to in 2005. But I know that IP based services are not as HEARING EXAMINER AS5ELTA~ YoWre no4

19 state regulated in any state. 19 accepting these numbers?
20 Q. But that’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 Vot? 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’m telling you my opinion and my understanding 23 anything to do with the three criteria or the four
24 is that there’s no state that regulates VoIP service as 24 services that are being examined, five, if you get
25 an intrastate service. It’s not tariffed as an 25 discretionary.
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HEARING EXAMINER ASSELTA: Okay.
2 Q. Mr. Vasington, isn’t it true
3 MR. SMITH: I’m sony. I didn’t hear a
4 ruling.
5 HEARING EXAMINER ASSELTA:~
6 relevant?

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
franchise. So, therefore, the cost associated With that
is in their telephone plant. So if looking at their
revenues and their profits or losses, you bav&to also
portion out -- you’ve got to allocate out the revenue
thats earned from video based upon the use of the
telecom plant and this is what this thing enables you to

21 brief it?

I-TEARING EXAMINER ASSELTA: Brief it.
MR. WIUTE: What?
HEARING EXAMINER ASSELTA: ~.

22 MR. SMITH: Thank you, we will just-note our
23 objection raised in the brief.
24 Q. Next exhibit is RC-10, we’re high-tech on this
25 one. We have this in color. This is their response

Cross - Vaslngton

RC-VNJ-34 which purports to address line loss based upon
inward and outward line loss.

Are you familiar with this exhibit,
Mr. Vasington?
A. Yes, lam.
Q. All right. Now, let’s-- I’d like to go to

page 4 first dealing with business access tines.
A. Okay.
Q. First of all, do these numbers include data on
legacy lines as well?
A. Single-line business customers?
Q. Yes.
A. I believe that it does not distinguish between —

it’s all business lines.
Q. It’s all business lines. So it’s competitive and
noncompetitive lines.
A. Right.
Q. All right. Now, let’s go back to page 1.

For residential at least you’ve got competitive
wins and you go from January’09 to December’11 which
is pages 1,2 and 3 of the exhibit. Correct?
A. And this also includes competitive and

noncompetitive lines. As classified in New Jersey.
Q. So it would include bundles.
A. It includes packages, bundles, and legacy

July 17, 20.12
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land lines.
Q. Now, competitive wins, those are -- could you

explain what that is?
A. My understanding 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, sr.meone moving into the territory or calling to
initiate a rv~w 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
telephon~ number to their own services so it’s not a
call from a customer itself, ies coming in from the
competitive provider.
Q. And. again, this would include both regulated and

nonreg..thted residential service. Correct?
A. Yes. It would even include wireless because

numbers ‘an be ported to wireless service.
Q. Under customer-driven, there’s a category there.
A. Yep.
Q. And r:ere’s some subcomponents listed, do you see

that?
A. Yes,ido,
Q. Can you explain what is customer initiated?

MR. SMITH: Can I just have one second with
the witness?

REARING EXAMINER ASSELTA: Sure.
MR. SMITH: Can we havejust one moment

because we have a document we would like to refer to.
A. All right. 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. I didn’t know myself when reviewing this document

so Tasked the person we got the document from if he can
define the terms for us.
Q. Have you provided that document to rate counsel
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
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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 tells the rep that
they’re going to use a different service provider. If
moves lost is the customer telb 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 moy•içg out of the Verizon
service territory or ther&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

consistent number from ‘09 to December 2011, it ranges
anywhere from -- well, you can see for yourself.
A. Well, pretty consistent is a subjective term. I

see there’s -- -,

Q. It certainly exceeds on average 5,000 per month,
doesn’t it, on an average basis?

Cross . Vasington Page 87

A. Eyeball basis, yes, it looks like it.
Q. And then if you take-
A. Well, actually, I’m not sure about that because

you get into 2011 and you have numbers in 3,0008 and the
2,000s and there’s quite a few numbers under 5,000s so
in the 4,000s.
Q. All right. In terms of inward growth there’s

also that significant variation as well and it ramps up
and then starts ramping down in April ‘10. Correct?
A. I’m not sure you can make.conclusions on trends

based on this data. It appears to be fairly “ariable.
I mean the numbers are what the numbers are.
Q. Give you an example, for 2011, with the exception

of August and December, the numbers are-- if you round
up, they’re 6,000 lines per month with the exception of
July, August, and -- and October and November they’re
over five. Right?
A. What year?
Q. December2011.
A. Inward growth?
Q. Yes. Total.
A. Inward subtotal, total.
Q. SubtotaL. Yes.
A. Yeah, on that I think it’s very clear and it’s

consistent with the data we’ve shown in our testimony

July 17, 2012
PagThil

that we’re adding fewer lines and we’re losing many more
lines and that trend continued all the way from 2009
through 2011. 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?

12 A. No.
13 Q. And utilization adjustment can’t be necessarily
14 competition either. Right?
15 A. No, it could be.
16 Q. But you can’t tell, can you?
17 A. Right. The rep did not code anything in.
18 Q. And you have the burden of proof in this
19 proceeding, don’t you, to establish a position?
20 MR. SMITH: Objection. You’re asking for a
21 legal conclusion.
22 Q. Is it your understanding that you have the burden
23 of proof in this proceeding?
24 A. Yes. And you’ll also notice that the utilization
25 adjustment number shrinks over time as we get into 2011.

cross - Vasington Page 89

The reps did a betterjob of coding things because that
number starts to go down quite a bit. Some of those
could be competition, some of those may not be
competition.
Q. But again this is all lines, correct, both

competitive and noncompetitive? Correct?
A. Yeah. Our number of lines are shrinking in both

our competitive category and our noncompetitive
category. In fact, they’re shrinking more in our
noncompetitive category.
Q. I’d like to show you Exhibit RC- II next.
A. Which -- can you identi& which one?
Q. ft’s the appellate decision in the mater of the
investigation and review of local exchange intrastate
exchange access rates.
A. Okay.

MR. SMITH: This --

Q. I refer you to go to page 54.
MR. SMITH: I’m going--

Q. And 55.
MR. SMITH: I’m going to object on the

relevance grounds just because I don’t think it’s
relevant because I don’t have an understanding of what
the purpose of the document is in this case.

HEARING EXAMINER ASSEL,TA: _,

Cross - Vasington
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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 result 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. fs 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. I was 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 - Vasirigton Page 91

argumentative.
HEARING EXAMINER ASSELTA: Sast.in,,j.

Q. Are you aware that Verizon appealed the decision?
A. Yes.
Q. Are you later aware that they withdrew it?
A. Yes.
Q. And-- fine. P11 move on.

Pm now going to go to Exhibit 13 which i~ a
response you did to RC-VNJ-203. It deals with directory
assistance.
A. Okay.
Q. This exhibit was also subject to the motion to

compel. But for this purposes, I’ll refer you to the
last page, page 10.
A. The last page is the survey script.
Q. 411 usage by age group.
A. Yes.
Q. Do you see 65 plus?
A. Yes.
Q. It has the highest usage by age group. Correct?
A. Actually, no. Glad you brought this up, because

as I was reviewing this document, ft became clear to me
that the heading of the graph on the bottom of the
sheet, the second half of the picture, does not actually
match what the data are showing.

July 17, 2012
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1 What the data are showing are 411 usage by age
2 and length of time. So, for example, what this is
3 showing is that for different age groups how many years
4 have you been using Verizon DA, not usage by age group.
S It’s measuring how many years you’ve been using it. And
6 naturally as you get older, the older people are the
i more years they’ve been using the service.
a And if you look at the script itself on the
~ following page, you can see that the question this is

10 referring to is Question 8, which is, for how long have
11 you been using Verizon 411 services. So whoever put
12 this chart together. I don’t think the heading they put I
13 on the chart actually matched the data that they were
14 referring to.
as Q. You didn’t correct that, did you, in your
16 testimony or in a subsequent letter to rate counsel?
17 A. It’s not a correction. You asked for a document.
18 This is actually what the documents represents. My
19 opinion is the person who put the document together was
20 kind of sloppy in how they labeled things, but that’s
21 not a correction.
22 Q. The-next exhibit is RC Exhibit 14. This is an
23 article that appeared in the Wall Street Journal. I’m
24 going to refer you to page 29 in your rebuttal
25 testimony.
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A. Wait a minute. Can I read the article, please?
MS. BENEDEK: What was the page reference?

Q. Page 29 and 30 of your rebuttal testimony.
When you’re through reading the article, let me

know and then we can turn to your testimony.
MR. SMITH: Actually, we can turn to my

objection first because that’s the appropriate
procedural order. We object to any line ofquestioning
that goes into the cross-marketing agreement between
Verizon affiliates.

The cross-marketing agreement doesn’t
involve Verizon New Jersey, Inc., at all. Mr. Vasington
actually points that out on his testimony starting on
page 28. We don’t see the relevance and we also note
that neither Mr. Vasington nor I certainly not involved
in the cross-marketing agreement case.

I know that there has been an exchange of
proprietary documents in that case. I know that rate
counsel and his witnesses have access to those. We
don’t. So besides the fact that it’s not relevant, out
of a matter of fairness, they have the upper hand on us
in the sense they know more than we do about this.

HEARING EXAMINER ASSELTA: Okay.
MR. WHITE: On page 29 and 30, they

specifically refute our position that this is relevant

1

2

3

4

S
6

7

8
9

10

11
12
13
14
15
16
17
18
19
20
21
22

23

24
25

1

2

3
4
5

6

7

a
9

10

11
12

13
14
15
16
17
18
19
20
21
22
23
24
25

1.
2

3
4
5

6
7

8

9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

i~ ii,,. Il—Sc ii pi® JHBUEHRER & ASSOCIATES (23) Pages 90 - 93



BPU INVESTIGATION RE; ILEC SERVICES

Cross - Vasin9ton

to the Board’s analysis and they go into quite some
detail and they cite to an executive vice president and
general counsel for Verizon rational for Verizon to
enter the joint marketing agreements and we’ve raised
issues about whether joint marketing agreements distorts
competition. And, in fact, that it also effects the
level of competition across a whole range of services.
And they brought it into this proceeding. And this
article clearly supports rate counsel’s position,
Department of Justice is seriously looking at this, the
anticompetitive effects.

MR. SMITH: Well, it’s for the Department of
Justice and the FCC to make a determination. If you’re
going to go to a newspaper article, we’re not involved
in the nitty-gritty in the legal case. We get clips all
day saying that, you know, there may be conditions
imposed, it may be approved, but it’s really in the
bailiwick of the Department of Justice and the FCC.

And if we have questioning here in two weeks
from now, they approve the deal without any conditions,
then we’re -- we also, as I said, it’s a matter of
fairness. Rate counsel and its witnesses they have
signed nondisclosure agreements in that case. They put
in comments. They know much more about underlying
agreements then we certainly do. And the essential

Cross - Vaslngton
‘7

thing is that it’s not relevant.
MR. WHITE: This directly undermines the

witness’s credibility, the statements in his rebuttal
testimony about significance of these marketing
agreements so it’s relevant for those purposes and we
will brief it accordingly.

And even if they do come out with a
subsequent decision approving the transaction, they can
certainly allude -- they can point that out in their
briefs as well. It doesn’t mean they’re not going to
impose conditions on any deal that is ultimately done
and those conditions could also effect what the effect
here is in New Jersey and the independence of the
marketplace.

HEARING EXAMINER ASSELTA: Okay.
Q. Okay. The last exhibit which is Exhibit IS, this

is legislation that was proposed in Massachusetts. It’s
some legislation that was proposed last year here in New
Jersey to have legislation declare services competitive.

Mr. Vasington, if you take a look at it, tell me
when you’re finished and then I have questions for you.
A. I’m familiar with it.
Q. Did you participate in these Massachusetts
consideration of this Massachusetts legislation?
A. Yes.

Q. Did you support it?
A. Yes.
Q. Okay.
A. I lobbied in favor of it.
Q. Okay. If you go to page 1 dealing with telecom

companies and common carrier offering telephone service.
Do you see that?

A. Yes.
Q. This legislation focused on an

exchange-by-exchange basis. Correct?
A. Legislation focused on a lot of things. The

primary thing it did was exempt wireless service from
regulation. In fact, the latest version of this
legislation -- proposed legislation was changed to be
only the provision in Section 8 to exempt wireless
service from regulation.
Q. So they decided to keep regulation of local

exchange service and same issue we have here in this
proceeding. Correct?
A. Backup for a second. First of all, this

legislationjust had a hearing last week so nothing has
been decided by anybody.
Q. But you supported this legislation at the time.

Right?
A. Yeah.

Q. And you supported that if you’re going to deal
with telecom regulation, you would look at
exchange-by-exchange basis. [s that correct or not?
A. What I would support as a legislative basis

doesn’t mean I think it’s necessarily the appropriate
economic way to evaluate things. This -- any
legislation is designed in context of what is feasible
and achievable in the legislative context which may be
very different from what! would advocate, say, as a
witness advocating for what I think the correct policy
is. The legislative arena is very different from an
administrative arena in my opinion.

HEARING EXAMINER ASSELTA: So your
establishment here is a similar piece of legislation
that passed the New Jersey State Legislature is also
working its way through the Massachusetts legislature
which exempts the regulatory powers ofthis body here.

MR. WHITE: Actually, it’s a little broader
than, it’s the fact that they attempted to get
regulatory relief through legislature. They were
unsuccessful here in New Jersey. And then they did
similar recently in Massachusetts, introduced
legislation. The significance of this legislation is it
counters the whole thing. You look at the whole state
as a market which is what their position has been in

July 17, 2012
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their testimony. You don’t look at the wire center or
local exchange basis. And this legislation they
supported, specifically addressing that you look at the
local exchange and this counters and conflicts with his
statements here and it’s appropriate for
cross-examination and the inconsistency can be used to
undermine his credibility at this point.

MR. SMITH: We don’t obviously think it’s
another state, has no bearing on the particular
standards. You know, we think it’s not relevant to this
proceeding. If we open the door for that, we’re going
to go out and survey fifty states and we’re going to go
through all of the states. What’s before the Board are
three statutory criteria.

HEARING EXAMINER ASSELTA: How flfl

questions do you have relative to this?
MR. WHITE: I have no further questions. I

just point out what it says.
HEARING EXAMINER ASSELTA: All right.

BY MR. WHITE:
Q. Okay. Mr. Vasington, I want to refer you to
Verizon New Jersey statistics and sources of
information.

You have a number that you set forth in
RC-VNJ-l66 for residential FiOS lines?

Cross - Vasington Page gg

A. I don’t have that discovery in front of me.
166?

HEARING EXAMINER ASSELTA:
record here regarding the briefings moved that are
outside the scope of this Board order, I will later
determine whether such briefings should occur even
though we’re agreeing now, we’ll save that determination
for later.

MR. SMITH: Thank you.
(START CONFIDEWflAL PORTION TRANSCRIPT.)

Q. I can show-- I prepared an exhibit which I --

MR. SMITH: What’s the number again?
Q. You reported 561,170 residential FiOS lines.

(EN!) CONFIDENTIAL PORTION TRANSCRIPT.)
MR. SMITH: We’re getting into the

confidential.
MR. WHITE: It is proprietary so we’ll put

it under seal.
MR. SMITH: Is everyone in the room -- has

anyone in the room not signed the nondisclosure
agreement. Okay. Thank you.
Q. The numbers will be confidential. After the
numbers, then it ends and we’ll go on to the next
number.
A. So these are form --Form 477 submissions that

______ July 17, 2012
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Verizon provides to the FCC and which page are we
looking at?
Q. It deals with residential FIOS as reported. If I

can show you an exhibit that we prepared.
Let me back up. Yc.u identified number of

households in the New Jersey in your testimony.
Correct?

A. We identified the nir ~ of households in our
service territory.
Q. Right. And you also identified retail primary

residential lines in your t~stimony as well. Right?
A. Yes.
Q. And residential priam~rj lines. Correct?
A. I think those are the -ime things.

What was the first quostion?
Q. You have two diffens,,t numbers. I can tell

you --

MR. SMITH: P;; eference to the testimony?
Q. One’s attachment RC .a-~achment RC-VNJ-6A, B, D,

N-R, supplemental, Maref. 19, 2012.
The next category yot had was residential primary

lines which was differer,; La the cite for that initial
at 7 -- initial testimony a: 7.
A. Yes.

My direct testimony w~s filed in February and we

cross - Vaslngton Page 101

updated that response to 6 r.s of March [9, 2012. So the
numbers might not correspond exactly.
Q. No, I understand.

The 477 reports, if you go to 2011 on page two of
the report. You have it t!..re?
A. What do I have there?
Q. Under broadband opt’rnum fiber end user category
total connections.
A. You’re going to have to slow down because Pm not

familiar with Form 477 and it’s very small and dense so
help me out on what I’m koking at.
Q. Do you have the 477 report?
A. Yeah. And I have page 2 of 6. It says page 2 of

6 on the top.
Q. Yes.
A. And where am I looking from there?
Q. On page 3 of 6 go down to Part IA, broadband,

optical carrier.
A. Okay.
Q. Do you see the number that’s there under grade

equivalent measure?
A. Under grade equivalent, the words grade

cross - Vaslngton
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i Q. And then if you go to Column 5, there’s a percent 1 that are used for IP VolE telephony from PbS -- Pbs
2 of that which are residential users. 2 customers.
3 A. Percentage. That first category that connect to 3 HEARING EXAMINER ASSELTA: bUIaIdnfl’

4 residential end users and have information &ansfer 4 Mr. White, move on.

i s rates succeeding 200 kilobits per second in both 5 Q. So the FiOS digital voice lines you now say6 direction. 6 should probably be included in the number of lines that
7 Q. Right. And there’s a percentage there. Right? 7 Verizon provides. Correct?
8 A. Right . a A. Wei, what I said was that it depends on what

i 9 (START CONFIDENTh4I PORTION OF TRANSCRIpT.) ~ questior you’re asking. If you’re asking how many~lo Q. Ifyou multiple-- subject to check, if ycu 10 regulated telephone lines we have, then the numbers I

111 multiply that percentage times the number, you’ltconje La. had in my direct testimony were what they were.
out with approximately -- proprietary began -- 12 After reading rate counsel’s reply testimony, I
five-six-one-one..seven_oh. End proprietary. 13 thought it would also be useful for the Board to see.~.

114 (END CONPIDENTIAL, PORTION OP TRANSCRIPT.) 14 to answer the question, how many primary-- how many
A. Okay. Okay. as telephone lines -. how many households in our service

116 Q. You also report F1OS digital voice lines in your 16 territory h?s Verizon telecom telephone line sol added
117 testimony. Correct? 17 in P105 .igital voice lines as well.

A. More space. •. a~ Q. And again the Internet number that you provided,
Yes, in my reply testimony. .. 19 broadband, again that’s provided over the plant and the

120 Q. I believe it’s in your rebuttal. , 20 equipnlcr.t that Verizon New Jersey operates here in New
~21 A. It’s in both I think. 21 Jersey. Correct?
~22 MR. SMITH: Do you have a page number on the 22 A. Wel, it’s provided over our P105 network. The’
23 rebuttal testimony? I’m curious where this is,all 23 P105 nuint~er in the 477 report is provided over our fiber

~24 going, Mr. White. I know it’s your cross-examination 24 optic nehnork which is not same as our core copper

25 networl.:.

Cross . Vasinglon Page 103 Cross - Vasinglo,,

1 MR. WHITE: Page 33 of his rebuttal. J. Q. But at is all part of Verizon New Jersey’s plant
2 MR. SMITH: Say again, please. 2 and eq’.Iipment under the statewide franchise statute.
3 MR. WHITE: Page 33 of his rebuttal. 3 Corre.ct?
4 MR. SMITH: Mr. White, I’m going to object 4 MR. SMITH: It’s asking for a legal
5 on relevancy because I don’t see where this is going at s conclusion. I object.
6 this point. You’re throwing out a lot of numbers. s Q. Yo’.t’re understanding is that it’s provided, that
7 HEARING EXAMINER ASSELTA:~ i is what the requirement--
a you trying make here, Mr. White? a MR. SMITH: Still objectionable It’s still

MR. WHITE: In his testimony originally said 9 asking for a legal conclusion.
10 you don’t include FiOS lines that they served. He to HEARING EXAMINER ASSELTA:~
ii. subsequently changed that in his rebuttal and provided a ii. Q. I’ll roove on.
12 number. 12 Can you return to your rebuttal testimony,
13 Q. Now, the question I have is under the 477 v~ page 13, lines 19 through--
14 reports, there’s this other number that we just went 14 A. I have a lot of testimonies. Hold on a second.
15 through, I’m trying to find out what is the difference. is Rebuttal?
16 HEARING EXAMINER ASSELTA:~ 16 HEARING EXAMINER ASSELTA: ,

17 A. The 477 is broadband service. This is P105 vi with this particular witness do you predict?
‘a digital voice. I’m saying this. 18 MR. WHITE: I’m making pretty good progress.
‘9 Sorry about that, Commissioners. 19 HEARING EXAMINER ASSELTA: .ni,.~,

20 HEARING EXAMINER ASSELTA: frs okay. 20 little haggard.
21 A. The 477 report is reporting broadband service so 21 (A discussion is held off the record.)
22 P105 Internet, people buying FiOS Internet which gives 22 A. Okay. Rebuttal testimony. Got it.
23 theni crazy fast speeds to use the Internet. 23 Q. Page 13 and 14 on page 13, lines 19 to the end of
24 In my reply testimony on page S is our number of 24 page and on page 14, lines I through 12.
25 P105 digital voice lines. So the number of our lines 25 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 I 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 I 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
14 answered.
15 HEARING EXAMINER ASSELTA: Dia.tm&

16 beginning.
17 MR. WHITE: What I’m trying to go do now 17
is with this line of questioning is that if you--that was 18
19 done in a subset of lines that they offer. And if you iø
20 include other lines, including the FiOS lines and other 20
21 types of lines, including the requirements that are 21
22 under state law that for bundles you have to include the 22
23 price of the basic local exchange service that his 23
24 analysis is -- that they are unprofitable is incorrect. 24
25 MR. SMITH: Objection. WeYre getting into 25

1 issue of cost again.
2 MR. WHITE: This is not an issue of cost
3 This directly relates to his testimony that it was
4 unprofitable. Unprofitable is not related to cost in
5 any way. It’s a question of whether or not the revenues
6 that they earned when you take into account line loss is
7 still positive revenue. It has nothing to do with
a whether it’s a profit or loss. He’s referring to it as
~ unable to sustain revenues, let alone profits is what

10 his initial testimony was on this.
ii So all I’m trying to do is go over what
12 happens to his analysis if you include other lines.
13 MR. SMITH: We’re getting into issues of--
14 MR. WHITE: Other revenues, what happens to

other revenues to his analysis.
HEARING EXAMINER ASSELTA: .~

to answer that?
THE WITNESS: That is a big word concerning

what he just said. I’m not really following what he’s
talking about. He asking -- I provided testimony in my
reply testimony that in annual reports we show we are
negative net income for the past number of years.

HEARING EXAMINER ASSELTA: ~._

report.
THE WITNESS: I can clari& it. If he

July 17, 2012
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1 thinks adding in FIOS revenues is going to make us
2 profitable, we pointed out that in the last few years
3 where negative net income even on a total company basis
4 and that includes FiOS cost and revenues because both
5 intrastate and interstate.
6 MR. WHITE: He’s again mixing revenues with
7 profits. We’re talking about revenues now. The test
a for market power is a revenue generated basis, not a
9 profit generated basis.

10 HEARING EXAMINER ASSELTA: ~_.

11 what’s market power? Explain to me.
12 THE WITNESS: Market power is the ability to
13 sustain an above market price and earn monopoly profits
14 from that Profits is different than revenue. You can

have a service that generates a ton of revenues. And if
16 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 all.
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.

Page 109

A. Okay. I’m there.
MR. SMITH: Some of this is proprietary,

confidential.
MR. WHITE: I’m not going get into the

numbers.
(START CONFIDENTIAL PORTION OF TRANSCRIPT.)

Q. Other than the fact that your bottom line -- and
this a proprietary, begin proprietary, unable to sustain
revenues, let alone any profits, end proprietary.

(END CONFIDENTIAL PORTION OF TRANSCRIPT.)
A. Correct. And I testified earlier that our

expenses have declined at slower pace than our revenues
had. So if we’re not even able to sustain revenues and
our expenses aren’t declining by as much, that by
definition, would decrease our profits.
Q. But again this analysis is based upon a subset of
lines. Correct?
A. Yeah. This analysis is the subset of lines that

are subject to this proceeding for residential services
for Verizon.

So I’m rebutting. Rate counsel is saying that we
would be able to generate monopoly profits from legacy
landline residential customers in this case. And i’m
pointing out that even when we had the rate increases
from the prior settlement, we weren’t even able to

Cross . Vasington Page 106 Cross~ Vaslngton
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sustain our revenues, our revenues went down. And
because our expenses haven’t been going down by the same
proportion, our profits -- our losses are increased.
Q. The year ending number for 2010 shown in your

testimony, do you see that?
A.
Q. Is that only legacy lines?
A. Yes, it is.

Those are the only lines that the rate increases
were applied to.
Q. In your opinion.
A. Inourtariff.
Q. What about the statute that requires you to --

MR. SMITH: Objection.
Q. -- impute the residential standalone rate in your

bundles?
MR. SMITH: Objection. He’s asking for a

legal conclusion. We’ve also been over this ground
earlier today.

HEARING EXAMINER ASSE[,TA: Move on,

MR. WHITE: Okay.
MR. SMITH: Commissioner, is it all right

if we take 5 or 10 minutes break for, just 5 or
10 minutes.

Cross - Vasington

1 HEARING EXAMINER ASSELTA: All right.

2 Where were we, Mr. White?
3 Ready. Okay.
4 BY MR. WHITE:
5 Q. Okay. Mr. Vasington, are you aware that the FCC
6 issued another report on competition in the wireline
7 market?

A. Yes.
Q. Do you know the date of that report?
A. No.
Q. Would you take subject to check it was June 30th
of 2011?
A. That’s the date as of June 30th, 2011, or date

issued the report?
Q. The report was issued June 30th, 2011.
A. I’m going to guess you mean to say ‘12.
Q. I mean 2012. Excuse me.
A. I’ll take that subject to check, yes.
Q. Have you seen it?

20 A. Yes.
21 Q. Did you analyze it?
22 A. I looked to see if the-- I didn’t analyze the
23 entire report. I looked to see if the numbers I quoted
24 in my testimonies from that report and the broadband

port were substantially different from the numbers

July 17, 2012

that were updated in the new FCC report. Off the top of
my head, I know what the numbers are if it would help to
update them.
Q. Yes.
A. In my testimony 1 refer to the FCC’s local
competition report on the percentage of the wireline
market that is represented by CL.ECs in New Jersey. In
my testimony I said it was 46 percent. In the latest
FCC local competition report, it’s 49 percent served by
CLECs. In other parts of my testimony, I quoted the
FtC’s broadband report as showing that 78 percent of New
Jersey households have broadband service and that number
is now 80 percent as of FCC reports.

COMMISSIONER FOX: Actually have.
THE WITNESS: Actually have broadband

1.6 service, yes.
17 Q. So under that report the ILEC still service
is 51 percent of the market?
is A. No. The ILECs-
20 Q. For total switched access lines and VoW
21 subscriptions?
22 A. That’s not the market, quote, unquote. The
23 market is bigger than that as I point out in my
24 testimony.
25 In that report that shows out of segment that

1 reports to the FCC, the publicly reported data which is
2 the regulated wireline market, CLEC still had — CLECs
3 had 49 percent, we had SI -- ILECs had 51 percent of the
4 market.
5 Now, even that data from the FCC is from an
6 earlier time period. I provided some data in my
7 testimony showing that as of end of 2011 we actually
a served half-- less than half of even that wireline
9 subsegment.

10 MR. WHITE: I have no further questions,
your Honor.

HEARING EXAMINER ASSELTA: Okay.
MR. SMITH: Commissioners, if I may?
HEARiNG EXAMINER ASSELTA: Sure.
MR. SMiTH: I have just one redirect

question for Mr. Vasington.
HEARING EXAMINER ASSELTA: Okay.

is Hold on.
19 The scope of costs, profits, and revenues is
20 limited by our June 14th, 2012, order.
21 I just want to make that clear.

MR. SMITH: Thank you, as I said,
Commissioner, 1 just have one brief question on
redirect.

Yes.
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REDIRECT EXAMINATION OF MR. VASINOTON BY MR. SMITH:
Q. Mr. Vasington, and it goes back to the very

beginn ing this morning when Commissioner Fox asked me a
question, and I gave my answer and I 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, I do.
Q. And it had to do with our basic standalone lines.

Correct?
A. That’s correct.

12 Q. Do you want to add to my answer and provide your
13 opinion related to that issue?
14 A. Yes.

HEARING EXAMINER ASSELTA: AIIdjk. La,

me interject this. For the record, counsel’s responses
are evidentiary for classifications -- I can’t read your

19 MR. MOREAU: The testimony you had given
20 that’s not evidentiary.
21 MR. SMITH: Right. It was my opinion as
22 back-and-forth between Commissioner and that’s one of
23 the reasons why we were bringing it over to
24 Mr. Vasington to explain it further and touched on his
25 testimony.

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 landlirte services. And I have some
testimony in response to some points made by rate
counsel pointing out that in State of Rhode Island where 7
we were given full pricing flexibility as long ago as a
six years ago in 2006, today we actually serve a higher g
percentage of our lines as legacy landline type services io
in that state than we do in New Jersey. 11

So there’s an example for six years we’ve 12
had an ability to effectively price and provide those is
services in a manner that we want. And we not only 14
continue to provide them, but we actually provide them as
as a higher proportion of our total services than we do 16
here today. 17

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$I and there
hasn’t been any subsequent rate increases.

COMMISSIONER FOX: In Rhode Island.
THE WITNESS: In Rhode Island, yes.
MR. WHITE: Redirect.

July 17, 2012

1 HEARING EXAMINER ASSELTA: Redirect.
2 RECROSS EXAMINATION OF MR. VASINOTON BY MR. WHITE:
s Q. Does Rhode Island have the same statutory
4 framework as New Jersey regarding that bundled
s standalone has to be offered separately from a bundle?
6 MR. SMITH: I object. He’s asking for a
7 legal conclusion.
B MR. WHITE: Hejust testified to what
9 they’ve done in Rhode Island. He’s a regulatory expert.

10 If he doesn’t know, he can say he doesn’t know. But if
ii he doesn’t know, then I question how much of a
12 regulatory expert he is.
13 MR. SMITH: He’s testil5’ing to the facts,
14 even as the best regulatory ex-commissioner in the
15 United States which I think he’s among, he still is not
16 a lawyer and he’s not allowed to opine on legal issues.
17 HEARING EXAMINER ASSELTA: m,(5 fair

18 Q. Rhode Island -- Rhode Island is a completely
19 different state in terms of economics than New Jersey.
20 Isn’t the correct?
21 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

Page 117

1 New Jersey?
2 A. I don’t know that.
3 Q. Think it’s higher or lower than New Jersey?
4 A. Don’t know that either.
5 Q. Do you know what unemployment rate in Rhode
6 Island is?

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

HEARING EXAMINER ASSELTA: ,_.

your point.
BY MR. WHITE:
Q. By the way, is Verizon losing money in Rhode

scope.

MR. SMITH: Objection. Beyond the scope.
HEARING EXAMINER ASSELTA: ,.~,

MR. WHITE: Your Honor, the reason it’s
is relevant, he’s pointed to Rhode Island that they kept
19 standalone. If they’re not losing money, that’s fine.
20 In New Jersey they’re claiming to losing
21 money which means they have a different incentive here
22 in New Jersey to basically increase-- to require people
23 to buy bundles to overcome their alleged losses they’re
24 claiming here and that’s a distinction I’m trying to
25 bring out in whether or not we’re having apples to
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apples comparison between Rhode Island and New Jersey.
MR. SMITH: Still object on the relevancy.
HEARING EXAMINER ASSELTA: ,._.

expertise?
THE WITNESS: I don’t know.
MR. WHITE: Done.
HEARING EXAMINER ASSELTA:~
MS. BENEDEK: We are going to switch chairs.
Call Mark IX Harper.
CenturyLink calls Mark D. Harper.
(A short recess is taken.)
(CL-I, Initial Testimony of Mark D. Harper,

public version, marked for identification.)
(CL-2, Initial Testimony of Mark D. Harper,

confidential version, marked for identification.)
16 (CL-3, Reply Testimony of Mark D. Harper,
17 public version, marked for identification.)
is (CL-4, Reply Testimony of Mark D. Harper,
19 confidential version, marked for identification.)
20 (CL-5, Rebuttal Testimony of Mark 0. Harper,
21. Public Version, marked for identification.)
22 (CL-6, Rebuttal Testimony of Mark 0. Harper,

confidential version, marked for identification.)
MARK 0. HARPER,Director,

Regulatory Operations and Policy, Embarq Management

1 Company, dMa Centurytink, having a business at
2 100 CenturyLink Drive, Monroe, Louisiana 11203, having
3 been duly sworn by the Notary, testified as follows:
4 DIRECT EXAMINATION OF MR. HARPER BY MS BENEDEK:
5 Q. Mr. Harper, with respect to -- let the record
6 reflect that we have previously provided to the
7 Commissioners and the court reporter copies of what has
a been marked as CenturyLink Exhibits I through 6
9 consisting of the prefiled testimony of Mr. Mark 0.

to Harper.
ii Mr. Harper, with respect to what has been
12 identified as CenturyLink Exhibits I through and
13 including 6, your initial, reply, and rebuttal
14 testimonies, were those exhibits prepared by you under
is your direct supervision and control?
16 A. Yes, they were.
17 Q. And, Mr. Harper, what is your present title?
18 A. Director of regulatory operations.
19 Q. And for how long have you been employed in the
20 telecommunications industry?
21 A. Twenty-nine years.
22 Q. Have you submitted written testimony or testified 22
23 in other state regulatory proceedings? 23
24 A. Yes. As identified in my testimony and my CV, 24
25 I’ve submitted testimony and been on the stand in seven 25

July 17, 2012

1 states and at least 27 different cases.
2 Q. And, Mr. Harper, are you familiar with the
3 Board’s 2008 order in the first phase of this
4 proceeding?
5 A. Yes. I reviewed it in preparation.
6 Q. Now, as to your exhibits, what have been
7 premarked as Exhibits I and 2, do you have any changes,
a corrections, additions, or deletions?
~ A. Yes, I do. I have several.

to Q. Can you please turn to your first one.
ii. A. Page 25 -- excuse me.
12 Page 24, line 15, the word our, should have been
13 or.

Page 26, line 2, strike the word directory and
just replace it with DA.

Page 30, line 12, the word are should have been
area, just add an “a”. CenturyLink serving area.

Page 32, line 6, after the word wireless, the
word only should be inserted.

Page 36, line 8, everything should have instead
just been every. Strike thing.
Q. Now, with those corrections if I were to ask
you--

24 A. Sue, there was one more.
25 Q. Oh, there’s one more.

Page 121

1. A. There’s one more. I’m sony.
2 Page 38, line 9, after the word of it should read
3 competitors-- of competitors at a pace. The word
4 competitors was left out.
s Q. Now, with those corrections, if I were to ask you
6 the same questions in your testimony today, would your
7 answers be the same?
a A. Yes, they would.
~ Q. Now, with regard to your reply testimony, do you

10 have any corrections to your reply testimony?
ii A. Yes, just two.
12 In the reply testimony on page 33, line 17, we
13 should replace the word to, t-o, with it should not be.
14 I’m sorry leave off be. It should not.
15 And then, finally, just a simple change on line
16 35, mistakenly referred to reply testimony -- on
17 page 35, line 15, it should say reply instead of
18 initial.
19 Q. Now, if! were to ask you the questions in the
20 reply testimony, would your answers be the same?
21 A. Yes, they would.

Q. Now, finally, turning to your rebuttal testimony,
do you have any changes, corrections, additions, or
deletions?
A. Just two. On page II, line 2, it should be--
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“5” should be inserted after offering. So it’s
offerings from CLECs.

And on page 12, line 6, the word continued there
at the beginning should be struck.

MS. BENEDEK: Thank you, Mr. Harper.
Mr. Harper is available for

cross-examination.
HEARING EXAMINER ASSELTA: w WII$IC.

CROSS-EXAMINATION OF MR. HARPER BY MR. WHITE:
Q. Good afternoon, Mr. Harper.
A. Hello, Mr. White.
Q. I’ll start off, you filed direct, reply, and

rebuttal testimony in this proceeding. Correct?
A. Yes, I did.
Q. When were you contacted regarding providing

testimony in this proceeding?
A. As part of my job, Pm the support team for New 17

Jersey so during the regular course of our--we have is
weekly calls, talking about what’s going on in the 19

region. And during that process, probably sometime in 20

the summer, fall, Dave Bonsick let me know this case was 21

going to come up again. It was time. 22

Q. Did you start collecting data to prepare 23
testimony in this case?
A. No, not at that time.

Cross - Harper

Q. When did you start getting data to use in
preparation of your testimony?
A. I engaged in the data collecting after the --

began in intensity after the final list of services were
submitted by ourselves and by rate counsel.
Q. That would be December2011, subject to check.
A. I think would be about in that time line.
Q. Did you draft and prepare all your testimony?
A. Yes, I did.
Q. No one assisted you in preparation and drafting
ofyourtestimony?
A. Drafting and preparing testimony, I work closely

with counsel on the sections dealing with the statutes
and how to interpret that to make sure that as a
nonlawyer that my discussion of that was accurate.
Q. Okay. Do you own CenturyLink stock?
A. Yes,Ido.
Q. Now, you alluded to your educational experience.

Correct?
A. Yes, it was listed in my qualifications, CV.
Q. Do you know when your CV was provided to rate
counsel?
A. It was provided in discovery. I don’t remember

the specific date. I’m sony.
Q. Subject to check, would you--July 13th, 2012?

July 17, 2012
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1 A. Yes, subject to check.
2 Q. Now, what courses did you take dealing with
3 economics when you were in college?
4 A. That was a while ago. But when I was in college,
5 I took a number of economics courses. I was a finance
6 major. And it’s part of the course of business, we had
7 to take micro, macroeconomics, various other classes.
a Q. Do you have an advanced degree in economics?
9 A. No, I do not.

to Q. Now, you referred to a number of regulatory
11 proceedings which you participated in.
12 A. Correct.
is Q. I’d like to go over those for a minute.
14 A. Sure. Okay. I don’t have a copy of it.
is Q. Curriculum vitae.
16 A. Itwas provided in discovery I think it’s-

Q. It’s RC --

A. One fifty-four I think.
Q. One fifty-four.

MS. BENEDEK: May I approach the witness,
your Honor?
A. Thankyou.

Yes, sir.
24 Q. Just for the ease of the Commissioners, you list
25 Kansas proceedings, Missouri proceedings, Nebraska

1 proceedings, New Jersey, Pennsylvania, Texas, and
2 Virginia. Is that correct?

A. Yes.
Q. In the first Kansas proceeding that you list that

dealt with Kansas 1.1SF and establishing a state fund for
USF. Correct?
A. Yes, it did. That was the primary subject of

that.
g Q. It did not involve whether services be

10 reclassified as competitive. Correct?
11 A. Not specifically. The aspects of competition and
12 the need for support in rural areas certainly were an
13 aspect of that case.
14 Q. Focused on 1.1SF. Correct?
is A. Yes. That was the outcome. That was the focus.
16 Q. That was in 1999.
17 A. That case continued for several years. ‘99 would
is have been the year it was initiated. Their fiscal year,
19 as they count it, ‘99.
20 Q. And in the next docket that you list generic
21 investigation and recip comp should be paid to traffic
22 to an Internet service provider.
23 A. Right.
24 Q. That’s also not dealing with reclassification.
25 Right?
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A. No, not in that case. No.
Q. In the next one that you list which is an ‘07

docket, review of commissions federal USF certification
requirements. That’s doesn’t deal with -- that deals
with ETCs not--
A. That dealt with ETCs and competitive equity of

how federal support should be distributed.
Q. And the last one listed on that page is
interstate access charges. Correct?
A. Intrastate access charges.
Q. Intrastate access.
A. That ease had -- again you asked about

classification, but it certainly had competitive
aspects. A large part of the case was competition.
Q. In the ‘06 case that’s listed on the next page

was a merger case.
A. It was the separation of Embarq from Sprint.
Q. Okay. And then the last docket was a ‘94 docket.
A. Yes.
Q. Which was an investigation, 1994, into the

competition within the telecommunications industry in
the State of Kansas.
A. Right.
Q. That proceeding did not involve reclassification
of regulated services competitive, did it?

A. That proceeding involved many different aspects,
but one of which was the standards upon which exchanges
could be reclassified, a following proceeding, a number
of exchanges we petitioned and were granted competitive
classification in Kansas for them.
Q. But this reclassification occurred on

exchange-by-exchange basis. Correct?
A. That was the basis of the statute in Kansas, yes.
Q. And you’re advocating something different here in

New Jersey. Correct?
A. Yes.
Q. Okay. And to move along, in the four proceedings

you had in Missouri, again, the second one dealt
essentially with exchanges in Missouri. Correct?
A. Yes, it did. There was a statute that had been

passed in Missouri that allowed exchanges to be
essentially price deregulated with the presence of one
cable -- or one facility base provider and one wireless
provider. And we had to submit evidence and I supported
evidence to show that we had that presence in each
exchange.
Q. Were you the one filing testimony in that
proceeding on behalf of Sprint?
A. You know, I don’t recall. I mean I definitely

was the lead witness in the case, but there may have

1 been other people. We may have involved other witnesses
2 and set with the initial case under that law.
3 Q. Do you know a Dr. Stairh?
4 A. Yes, I know Dr. Stairh.
5 Q. Did any of these cases involve his testimony as
6 well?

A. It’s hard to recall which ones. But at times,
yes, we testified together.
Q. Pd like a transcript request of those

proceedings which you participated with him and provided
testimony. And this would include any of these other
states that you listed where you participated.
A. Okay. Specifically dockets where both he and I

testified?
Q. Correct.
A. Okay.

17 Q. And copies of the testimony that you provided.
1$ A. Ithink-
19 MS. BENEDEK: We will see if there is any.
20 A. -- we have supplied some testimony in answer to
21 another request, but! don’t think any of Dr. Stairh’s
22 testimony.
23 Q. Were you involved in the filing by CentuiyLink
24 for forbearance regarding enterprise Ethernet services
25 before the FCC?
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A. No, I was not.
Q. Are you generally involved in any FCC
proceedings?
A. Not in the actual -- I’m involved in the
implementation if it impacts the states, very involved
in the implementation of the ICC 1.1SF reform order we’re
going through now but not in the advocacy before the
FCC.
Q. Are there other parts of CenturyLink that do

that?
A. Yes. We have people that are dedicated to or
their primary job responsibility is the federal
jurisdiction.
Q. That is not one of your responsibilities.
A. No.
Q. Now, the ILEC reclass Phase I, you didn’t submit

any testimony in that, did you?
A. No. I believe Dr. Stairh was our witness in that

case.
Q. Did you assist him in preparation of his

21. testimony in that case?
22 A. I didn’t in some aspects because at that time I
23 did not have direct responsibility for New Jersey. But
24 he and I had testified to similar issues in various
25 states. We talked about .- collaborated about data that
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could be supplied sources of data. That type of thing.
Q. Dr. Stairh was essentially CenturyLink’s economic

expert. Correct?
A. That was one of the roles he played, yes.
Q. On page 8, line 24 to 26 of your initial

testimony, when you get there let me know and then I’ll
ask my question.
A. I’m sorry. Which lines?
Q. Should be lines 24 to 26,
A. I am there.
Q. Says you contend CenturyLink remains subject to

outdated regulatory constraints that continue to inflict
harm to New Jersey economic interest and to New Jersey
consumers. Is that correct?
A. Correct. That’s what it says.
Q. What studies, analysis, or factual support do you

have for that statement?
A. I don’t have a specific study regarding -- I mean
it’s difficult to monetize harms. We’re talking about
one entity within the marketplace being restricted in
terms of its pricing actions and responses.
Q. On page 9, lines 12 to2O on page l0ofyour
initial testimony.
A. Yes.
Q. You have figures that purport to show market

Cross . Harper Page 131

share. Correct?
A. Yes, I do.
Q. So in your opinion market share is a factor to
consider in evaluating whether a service should be
reclassified as competitive or reclassified to rate
regulated status. Correct?
A. I think the market share in this case helps
inform the success of and presence of substitutable
products and demonstrates the decisions of our customers
and the result.
Q. On page 34 of your initial testimony--
A. Yes.
Q. -- you refer to -- you state that customers
ported numbers to 12 different CLECs in the past
14 months. Correct?
A. Is that on line 14? Okay.
Q. It’s on page 34 somewhere,
A. I think it’s this line here.

Yes, I see it.
Q. Do you know what the total lines ported during

that 14-month period was?
A. I can add it up, but I don’t know, I don’t
recall. Its on that schedule, but I don’t recall the
total,
Q. Okay. And those CLECs purchased UNEs from

CenturyLiak. Is that correct?
A. They may be purchasing liNEs. 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 competitor.

MR. WHITE: Urn 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 I ask a question, Counsel?
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 Page 133

A. Yes,Tdo.

well? Okay.
Q. Let’s go to Exhibit 16, go to the second page and
if you go to the far right-hand portion of the page, you
got -- you got a row that starts off with five digit zip
codes and goes down all the UNE-L, UNE-P-2.

Do you see that?
A. Yes,! do.
Q. Do you know what VGE stands for?
A. Voice grade equivalent.
Q. And there’s a total at the bottom. Correct?

MS. BENEDEK: Which is confidential.
A. Yes.

MR. WHITE: Yes. I’m going to try to go
through this without addressing with confidential
because you guys all have copies.

MS. BENEDEK: Thank you.
Q. And then there’s various breakdowns.

Do you see that?
A. Yes.
Q. And if you go down where you have single-line
business by zip?

24 A. Yes, I see that.
25 Q. And there’s a number at the bottom of that as
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well. Right?
A. Yes.
Q. Okay. Now, I 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. All right. If you look at the number of access
lines -- business access lines that are reported --

A. Correct.
Q. -- in 2011 you -- and this is proprietaiy.

Correct?
MS. BENEDEK: Hold on. I don’t-

Q. It’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 so, 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

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
misunderstanding 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 I 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 MOH-6 and on page 22
of the testimony.

July 17, 2012
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But that’s why you see this anomaly in business
rates, our lines looking like they dropped and then went
back up again when, in fact, they did not. It was
during that time period that people doing the report
mistakenly left off trunks and other types of business
services.

MS. BENEDEK: That is your initial testimony
you referenced at page 22.

THE WITNESS: I’m sony. Yes, it is.
HEARING EXAMINER ASSELTA: w~,ia~

n corrected?
12 THE WITNESS: In the annual reports.

MS. BENEDEK: We can correct the annual13
reports, certainly.
Q. If they are corrected, would the numbers go up or
down?
A. The numbers would go up.
Q. So you would have more lines than you claim.
A. I understand that. But it would not reflect that

we gained lines during a time of increasing prices. In
fact, lines went down every year.
Q. Which lines went down every year?
A. The 2010 and 2011 numbers are inclusive of all

lines. They were done correctly. 2009 and 2008 numbers
were not. So it’s a misleading trend using that data.

Q. Well, are the average residential monthly bill
and average business bill correct, the numbers in each
of these reports?
A. To the best of my knowledge, they are. The only
line where I discovered an anomaly is the business
access lines.
Q. I’m going to transition back to Exhibit 16 now,

under the column total service retail residential lines.
A. Total service resell?
Q. Resale residential lines.
A, Yes.
Q. Third--third column from the bottom.
A. I see it.
Q. If you want to call it a row or a column.
A. I see it.
Q. You see the number there?
A. Yes, I do, the total.
Q. Do you see the next one over subtotal service
resell?

For business.
For business.
Yes, I do.
And do you see (JNE-L, UNE-P lines--
Yes, I do.
-- next one over?
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Cross . Harper

Would you agree that those total less than one
percent of your total access lines?
A. For that specific count, yes, of lines provided
under resell or UNE, yes.
Q. So the CLECs that do operate in your service

territory essentially are providing these number of
lines under resale or tiNEs?
A. Those two are not equivalent. They clearly have

their own facilities and they can purchase facilities
from each other and other wholesale providers which they
regularly do in the marketplace. This is just a
demonstration of where they’ve utilized my network to
provide their services.
Q. A good example is Level 3, isn’t it?
A. Yes. Level 3 is a wholesale provider, as well as

a retail provider.
Q. And then Level 3, at least according to our CLEC
survey, does not serve the residential and single-line
business market. Is that correct?
A. If the question is does Level 3 from a retail

perspective focus on the marketplace, the answer is no.
Does a Level 3 facilitate other companies to provide
service to residential and single-line business, yes.
Q. Do you know what the current number of standalone

business lines that are -- let me back up.

Do you have the number-- most recent data on how
many residential customers only have standalone
residential service?
A. I -- the most recent number I have is the number

I provided in my initial testimony on page 25 as of
November 2011.
Q. And you have no updated numbers--
A. No.
Q. --at this point in time?
A. No. I have not updated that number.
Q. Now, if we go back to your table on Exhibit?-

or Exhibit 16, excuse me, these other columns starting
with the third, they really differentiate between lines
that are a bundled component. In fact, if you look at
lines with both inter and intra LD service.

Do you see that?
A. Yes, I see that line--column.
Q. And you have a total down at bottom is which

approximately 90 percent or more of the total of what’s
there under column --Column 1.
A. That does not equate to customers with bundles.
Q. Well, doesn’t the Board consider --

A. I’m sorry. Go ahead.
Q. Are you aware whether the Board considers
residential service bundled -- or residential service

July 17, 2012

toll and long distance when sold as a package as a
bundle?
A. But this doesn’t necessarily imply or does not
imply that these are sold as packages. You can buy
standalone residential service. You can buy toll
separately, but not as a bundle. So this is everybody
whether they’re bundled, standalone, or not that has
long distance service in the manner indicated, should be
high proportion of customers.
Q. Doesn’t the data line say lines with inter and
intra long distance service?

MS. BENEDEK: Objection.
A. It would be highly unusual for customers not to
have any long distance service.
Q. That’s a bundle, isn’t it?

MS. BENEDEK: Objection. Asked and
answered.
Q. What do you define as a bundle?
A. Bundle would be the combination of those products

at a single price. This does not say that. Itjust
says you have the capability to make intrastate and
interstate long distance calls and you have local
service.

HEARING EXAMINER ASSELTA: ,

answered it.

Page 141

Q. Can we go to residential for a second. The lines
with both inter and intraLAtA service, these lines would
have both toll and long distance service. Correct?
A. Yeah. I think that’s what that indicates. Now

that is not-- another reason that line is higher too is
because that’s business and residence that particular
row. Because the next column over is residential
equivalent lines by zip code and it shows a smaller
number. But I think we talked about it before that that
column is people that have a line and have a capability
of making interstate and intrastate long distance calls.
Q. Which means they would have a toll carrier and a
long distance carrier on the line. Correct?
A. Correct.
Q. They would have made a selection of their

16 carrier.
17 A. Right. Not necessarily be CenturyLink and would
18 not necessarily be in a bundle.
19 Q. Do you know how many of your-- these are your
20 customers, right, the amount of total that is showed
21 through the VGE lines, those are your customers. Right?
22 A. Correct.
23 Q. You have what percentage of your customers
24 subscribe to both long distance and toll?
25 A. I have not done that analysis. I know the rough
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percentage of our customers that have bundles versus
standalone, but I didn’t look at it from the perspective
of toll.
Q. Okay. On page 28 of your testimony.

MS. BENEDEK: Initial?
MR. WHITE: What?
MS. BENEDEK: Initial testimony?
MR. WHITE: initial testimony.

A. Yes.
Q. You have data on the two top competitors.

Correct?
A. Yeah, I note who the two top competitors were
from reporting data.
Q. Cable companies do not offer standalone service,

do they?
A. They primarily otter bundled service, yes.
Q. They require you to purchase toll and long

distance as well as their basic phone service. Correct?
A. I didn’t investigate every one of their offerings

so I’m not sure if they do have something that looks
like a standalone product offering. What I’m
demonstrating here is our customers are going to cable
companies regardless of what products that they offer,
including our standalone customers.
Q. Now, the cable companies offer a VolP product.

Right?
A. Yes.
Q. And to utilize a VoIP product, you also have to

have Internet access. Correct?
MS. BENEDEK: Objection, is he talking

about what cable companies offer and therefore is he
knowledgeable about it; or is he talking generally, does
the witness have any knowledge about how cable companies
provision VoIP?
Q. First of all, do cable companies provide VoW

services in CenturyLink’s territory?
A. Yes. They provide an interconnective VoIP

service. Yes.
Q. Do you know whether that runs over --you need
Internet connection to have a voice service in
CenturyLink’s territory?
A. You know, I am not -- I’m sifting here thinking

about the ads I read and the various information. I
think generally, but there may be some that offer voice
on a separate basis, as long as you buy their video, I
am not certain.
Q. Okay. I’m going to go to your reply testimony.

You state on page 4 that the scope of this proceeding is
limited to three statutory criteria. Correct?
A. i’m sorry. What page was it?

Q. Page 4.
A. Thank you.
Q. in your reply testimony.
A. Right there at the top. Yes.
Q. Did you review the order of VerizonfCentulyLink’s
motion to strike rate counsel’s testimony in this case?
A. Yes, I did read that order.
Q. That order doesn’t limited the criteria to just

three, does it?
MS. BENEDEK: Objection. He’s asking for a

conclusion regarding the order and he can ask whether
he’s read it, but he’s not an attorney.
Q. What’s your understanding of that order?
A. I think that order left open the possibility of

other items in addition or to enhance the three
criteria. But I’d have to go back and reread it in
total.
Q. Your testimony points to line loss as evidence of

competition. Is that correct?
A. I utilize line loss, reporting data which

determines specifically what customers left and where
they went.
Q. On page 8, lines I through 9 of your reply

testimony, you submit that affordable economic
substitute is an academic exercise and not part of the

three criteria. Is that correct?
A. I submit that the evidence of our customers

finding substitutes in competitor’s products is a
demonstration that there are like or substitute
products. The exercise of separately trying to
determine of what an affordable economic substitute is,
is not necessary when you’ve got the facts that
demonstrate that people are making the choice to move
their services to competitors.
Q. You do refer to it as academic exercise, right,

and not part of the three criteria. Right?
A. Yes, I did.

13 Q. Did you review any economic literature in making
14 that determination?
15 A. No, I did not.
16 Q. When was the last time that you reviewed economic
17 literature dealing with economic principals as it
18 relates to-- hold on --

19 MS. BENEDEK: Can you define economic
20 literature? Is it the economist? The magazine?
21 MR. WHITE: See if he can answer the
22 question, then we can go into the next phase.
23 HEARING EXAMINER ASSELTA: .. —

24 it.
25 A. A bit of a pause. I don’t remember now what you

Cross - Harper
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1 asked.
2 Q. What economic literature have YOU reviewed
3 relating to cross elasticity of demand and substitutes?
4 A. I didn’t choose to review economic literature. I
5 chose to look at the statistics and facts of what
6 happened in the marketplace. I didn’t feel like in this
7 case it was necessary to get into those types of
a arguments to demonstrate that customers are makin
9 choices.

10 Q. Are you aware of the Department of Justice-
ii U.S. Department of Justice defines relevant product
12 markets?
is A. I didn’t see that criteria in the statutory
14 criteria that I was reviewing. I didn’t review that. I
is mean your witness mentioned it. I read through it.
16 Q. So you’re not familiar with the treatise by
17 Thomas and Harrison entitled Understanding Antitrust Law
18 and Its Economic Implications, third edition, 1998.
19 A. No. I didn’t hold myself out as being familiar
20 with that. I’m familiar with what’s happening in New
21 Jersey regarding our customers.
22 Q. And you would assume you’re not familiar with
23 Dennis W. Carlton and Jeffrey M. Perloff, Modern
24 Industrial Organization, third edition of 2000.
25 Correct?

1 A.No.
2 Q. Or Scherer, F.M. Scherer and David Ft Ross,
3 Industrial Market Share and Economic Performance, third
4 edition, 1990?
5 A.No.
6 Q. You suspect Mr. Stairh would be aware of these?
7 MS. BENEDEK: Objection. Mr. Stairh is not
a in this room nor is he being offered as a witness.
9 Q. I’m asking --

zo A. I don’t know. He’s no longer an employee of
11 CenturyLink. I don’t know what he’s doing these days.
12 Q. All right. I want to -- I have some questions
13 for you. If you go to your initial testimony page 22
14 and page 25 and Exhibit 6 of your initial testimony.
15 A. Yes.
16 Q. Also go to CenturyLink response to one--
17 RC-CTL- 179. And also CenturyLink’s response to
is RC-CTL-94 which are the annual reports which we
19 previously identified here as.
20 A. l’vegot those, 179.
21 MS. BENEDEK: These are--
22 THE WITNESS: One seventy-nine.
23 Q. Now, my understanding this number on page 22 is
24 public. Is that correct?
25 A. Yes.

July 17, 2012
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1 Q. You’ve had a business line count of 44,578?
2 A. As of November of 201 I.
3 Q. Now, turning to page 25 the same testimony, you
4 have numbers for nonbundled and business bundled line
5 counts.

A. Correct.
Q. And that totals twenty-eight-five-twenty_six.
A. Yes.

9 Q. And let’s turn to Exhibit MDH-6, page I.
A. Yes.
Q. And you explain why there’s a difference between

the two numbers. Correct?
A. Can I explain?
Q. No, you do explain.

MS. BENEDEK: In MDH-6. Clarification of
what was requested?
Q. If you go to your confidential Exhibit MD-6 --

A. Yes.
Q. -- look under November II.
A. Yes.
Q. Do you have the Bl service listed and then you
have other types of services that gets you to the
forty-four-five-seventy-eight number. Corre~t?
A. I see it, yes.
Q. It includes PBX, ISDN, Payphone, Centrex, and

FXXL, and there’s also a key systems.
A. Yes, I see that designation. I see that.
Q. Okay.

Page 149

HEARING EXAMINER ASSELTAZ is there a
question associated with that?
Q. No. Just that he’s verif5ting it.

HEARING EXAMINER ASSELTA: Jwnaw.~
it. Okay.
Q. Yes.

10 Now, what is your understanding of the quantity
11 of business lines that are an issue in this proceeding?
12 A. If I understand the -- okay.
13 Let’s go simple. It’s the single-line, BI, and
14 then BI is provided at two or more in total using MDI-l-6
is it would be in this — in that number of 201 I column, it
16 wouldbe2s,723.
17 I’m sony. That was confidential.
la MS. BENEDEK: The number of the top row
19 there under total in right-hand column.
20 A. The confidential data on MDH-6 was divided by
21. exchange. The totals we chose for the purpose of the
22 proceeding to try to be open as possible and have totals
23 being used. Normally, we don’t go around with product
24 set numbers, but competitors would like to see what I
25 offer in every exchange and we try to keep that
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confidential.
MS. BENEDEK: Okay. Your Honor, to clari&

for the record the 28,000 is not confidential. We need
not put that in there. It’s the numbers -- and for
counsel -- for rate counsel, it’s the information on the
left-hand side of this exhibit that causes this to
become confidential.

MR. WHITE: But we didn’t identify what
those numbers were.

MS. BENEDEK: Correct.
Q. Okay. The 14,542 nonbundled business lines-
A. Yes,onpage2s.

-- are those the business lines that are at issue
in this proceeding?
A. I didn’t understand your earlier question.

Yes. I’m sorry.
Q. So that’s the subset of lines that you think are

relevant to this --

A. Thank you for asking again.
That would be the one that are in bundles would

be considered competitive still are not subject to

Nonbundles?
Nonbundles are noncompetitive now.
And its also possible that a customer may have a

Cross~ Harper Page 151

single-line in multiple locations such as a chain of
pizza shops. Correct?
A. Yes.
Q. Because -- is it your understanding that if a
single location, a single customer has two business
lines that those business lines are deemed competitive?
A. Yes. They are today.
Q. If we address the quantity of single-line

business lines only, none of these are bundles, right,
the numbers that you specify for those. Correct?
A. I’m not sure which number you’re looking at,
Mr. White.
Q. Single-line business lines that you report on
RC-CTL- 179.
A. [haven’t looked at that yet Give me a minute.

Your question was?
Q. Single-line businesses -- shows the quantity of

single-line business lines is a proprietary number.
Correct?

A. Yes.
Q. And irs somewhat higher than the number shown on

the 477 that we reviewed?
A. Yeah, but you’re using different data sources

with different definitions.
Q. I understand.

__________ July 17, 2012
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A. I’m not sure they’re using the same definition.
Q. Have you ever performed an elasticity study?
A. No.
Q. Do you know how to?
A. Do I know how to?
Q. Yes.

7 A. I’d have to read up on how to do it. I know
a roughly what it’s going to measure, but, no, I have not
9 done.

Q. I’m going to run you through an exercise.
A. Okay.
Q. In 2008 there were --

Point of clarification, are the number of
business lines proprietary or no?

MS. BENEDEK: Not in total.
Q. Notintotal.

You list 55,580 business lines, take that subject
to check?
A. Which schedule are you looking at now?

MS. BENEDEK: And which year?
Q. 2008.

22 HEARING EXAMINER ASSEL,TA: What--
23 Q. Page 22 ofyour testimony.
24 HEARING EXAMINER ASSELTA: .~

25 to prove with this exercise? /
Cross - Harper Page 153

MR. WHITE: The net result of this will show
that for both residential and business lines in
CenturyLink territory, there’s a negative inelasticity
of demand which means that these services are inelastic.
We’ll also show as we go through this exercise that the
revenues that-- they’ve had positive revenues resulting
from the increases in rates notwithstanding their
alleged line loss.

HEARING EXAMINER ASSELTA: ,..._..

that exercise?
MS. BENEDEK: Not to the extent that he has

12 articulated. The witness has identified that he has not
13 done an elasticity study. He can certainly write that
14 in his brief and say my witness doesn’t know anything
is about elasticity studies. But now he’s getting into is
16 a demonstration of what would be an elasticity study,
17 again, using his hypotheticals and using whatever data
is he has. So I think it’s a mismatch here of what he’s
19 intending to prove to somebody and my witness has
20 indicated he has not done such a study.

MR. WHITE: My position here is this witness
was offered as their witness. And it’s clear to me that

23 he’s not an expert in economic matters. And the issues
24 before this Board are economic. You’re entitled to give
25 his testimony whatever weight you deem is appropriate.
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I’m perfectly willing to brief the elasticity studies
because the numbers upon which it’s based are all on the
record. Based upon what we put in, I can save some time
and effort in that regard.

I think the bottom line here is this witness
does not have a sufficient economic background to opine
on the satisfaction of the three criteria. That is
going to rate counsel’s position.

HEARING EXAMINER ASSELTA: w,.u

with that?
MS. BENEDEK: 1 cant agree with that. My

witness has never offered himself to be an economist in
this case. He hasn’t submitted testimony so what he’s
saying is--

HEARING EXAMINER ASSELTA: Correct.
MS. BENEDEK: --something that my witness

isn’t here to provide. He has provided data,
information about the three criteria. That is where I
can’t agree with Mr. White.

COMMISSIONER FOX: But those types of
studies are relevant. He might not be an expert, but I
would think that your company should have some evidence
about whether it is elastic or not.

MS. BENEDEK: And they have asked us for
that information — or they have asked us whether we’ve

done elasticity studies and we said no. So what he is
getting into now the third time asking the same
question.

COMMISSIONER FOX: I think the point has
been made that you have not provided us with any
information on elasticity.

MS. BENEDEK: We have not.
COMMISSIONER FOX: So we have to rely on—
MS. BENEDEK: The testimony.
COMMISSIONER FOX: -- the testimony of

others.
MS. BENEDEK: But I can’t agree with

characterization of what that means as Mr. White has
testified or stated.

HEARING EXAMINER ASSELTA: Ltts move

forward. You’ve made your point.
BY MR. WHITE:
Q. We’re going to go back to Exhibit 6 which is
CenturyLink’s annual I O-Q that was filed. It’s
Exhibit 6D of the package I handed out earlier.

Do you have that available to you?
A. Yes, I do.

MS. BENEDEK: I missed that.
MR. WHITE: It’s 6D, lO-Q, part of the four

sets of documents that I handed out way earlier this

__________ July 17, 2012
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morning which seems like a lifetime ago.
Q. I will start off if you go to page 21 of 84.
A. Yes, I’m there.
Q. This talks about how your business is organized.
You’ve got regional markets. You’ve got business
markets, wholesale markets, and you have the Savvis
Operations.
A. Correct.
Q. Is that a yes?
A, Yes.
Q. If turn to page 23 of 84 at the top which is

marked 21 at the bottom, you see the margin percentage
that’s listed there?
A. Yes,! did.
Q. It’s 58 percent. Correct?
A. Yes. As the margin refined, yes.
Q. And would that be an EBITDA?
A. No.
Q. What’s your understanding the difference between

EBITDA and how you express margin in your 10-Q report?
A. Again, I’m -- I haven’t studied the document, but
if I’m looking at page 22, it talks about direct
expenses, specific incremental expenses incurred as a
direct result of providing services and products to
segment customers. It doesn’t talk about allocated

Page 157

expenses. So it’s looking for direct costs associated
with the segment but not the general overhead costs that
get allocated from the corporation.
Q. There’s a percent -. margin percentage for

business as ~vell.
A. Yes, there is.
Q. In wholesale.
A. Yes, there is.
Q. And for Savvjs as well?
A. Yes.

11 Q. And company-wide that average is 54 percent.
12 A. That’s what the exhibit says.
13 Q. That concludes my questions on this exhibit.
14 Can I purchase installation services from another
15 entity if! want CenturyLink’s local service?
16 A. No, you cannot.
17 Q. And can I purchase vertical features?
19 A. No. No, there’s not a market for vertical
19 features on standalone basis.
20 Q. Now, is it your understanding that CenturyLink is
21 subject to an alternate form of regulation here New

Jersey?
A. Yes. Subject to a PAR plan.
Q. If DA was declared competitive as a result of

this proceeding, would that be an exogenous event under

Cross - Harper - - Page 154 Cross Harper
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Cross- Harper -- Page 158

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, I renew the objection.

Q. Flow is that legal-
HEARING EXAMINER ASSELTA: RepIisanii.

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 I 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-- generally exogenous events are events
where it’s beyond the company’s control, something
happens to it, either through a cost, an act of God,

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:,,,M,,,,,~,,,

Q. When they were originally set under your last
rate case.
A. I don’t have -- I don’t have that history. I 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 25

J~y 17, 2012
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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. BENEIJEK: I renew my objection. I 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 all, 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.

Page 161

Q. On page 23 of your reply testimony you discuss
home phone connect service. Correct?
A. Yes.
Q. Do you know how many CenturyL.ink 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

21 maintained I think is not one of the three criteria.
22 Is that what you say?
23 A. That’s a fair summary of that series of
24 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 I don’t have
any specific monetary quantification.
Q. You have no study analysis.
A. Yes-- no.

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

(A short recess is taken.)
HEARING EXAMINER ASSELTA:~

have anymore questions?
MR. WHITE: No more questions.
HEARING EXAMINER ASSELTA:
Staff, do you have any questions?
COMM1SSIONER FOX: Copper hnes, how much

remain in your system of copper lines? Copper lines
from my opinion are safe. I-low do copper lines fit into
I guess this position, petition because I 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

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 ogo
back in, say somebody has FIOS and sell homes and want
the copper back, can they have the copper back?

MR. VAS1NOTON: 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 MD. 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 that as an
alternative or would they have to ask for it?

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

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

MR. VASINGTON: We’re talking about a

July 17, 2012
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1 situation where a customer moves into a house and
2 decides what service they want. When they call the
3 service rep, the 1(800) Verizon service rep, I don’t
4 know if we ask them which do you prefer, FIOS or copper?

MR. HARPER: Answer similar, we don’t have
6 FiOS related product in the marketplace here and our
~ primary method is to try and get fiber closer to the
8 homes, fiber to the node so the copper link at the end
9 stays into the customer’s home. So the idea of being

to able to get power to copper where it’s important to
it 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: I dont 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 to 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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1 use cell phone then because Pvc lived for two weeks
2 without it and I don’t need. It’s also a real pain in
3 the neck for people because they have to literally wait
4 two weeks at least to get that service.
5 Do you have any feeling how that might
6 impact your line loss?
7 MR. VASJNGTON: To the extent that the
$ customer is dissatisfied with us and all the myriad
9 options that they have in the marketplace and

10 substitutes certainly doesn’t help us if we haven’t
11 satisfied their concerns over our service quality. They
12 can go to other places.
13 For purposes of this proceeding, we know you
14 have another docket open on Verizon service quality.
15 For purposes of this proceeding, we clarified that none
16 of the PAR-Il requirements would change for us if we
17 were to be reclassified as competitive services here.
18 That those service quality requirements that exist in
19 PAR-lI don’t go away simply as a result of
20 reclassification.
21 COMMJSSIONER FOX: In the PAR-Il
22 requirements, do we actually know how much time we have
23 to respond if somebody wants to hook up a phone service
24 or if they have a problem with the phone and need
25 somebody to come out in the truck and repair it? I
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don’t think that is there, is it?
MR. VASINGTON: I don’t know. There’s a

list of metrics in the PAR-Il order.
MR. SMITH: We have 2! or 22 PAR-lI metrics

and I think installation is one of them. Off the top od
my head, I can’t recall what it is. But there are-
therets 2) 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: Verjzon’s numbers are
pretty good. Okay. Thank you.

HEARING EXAMINER ASSELTA; ,.r.n~n

as a matter of record and just to let Verizon know that
I know the Board here and [know my fellow commissioners
really do care about copper wire and )andlines 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

people, total electricity blackout 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 eccept
I can’t remember exactly what it was so if you can,
Counsel.

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

Would you eliminate the RI, that standalone
Line, if we deemed -- if you deemed the service as
competitive, I 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?

July 17, 2012
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MR. HARPER: Certainly. And I like to
preface it with I’m not an attorney interpreting the PAR
plan, but I’ve certainly read it and I 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 I 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 riled anywhere to remove
the provision of standalone basic service today.

COMMISSIONER FOX: Directory 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. VASINGT0N: 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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information from Verizon on who uses those two free
calls?

MR. HARPER: Not really.
MR. VASINOTON: 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 inrormation
on other states in directory assistance? I 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
19 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: wwi,jw,

1
2
3
4
5
6
7

8
9

10

U

12

13
14
15
16
17
18
‘9

20

21
22
23
24
25

1.

2
3
4
S

6
7

a
9

10
11.
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Colloquy Page 167 Colloquy

1
2
3
4

5

6
7

8
9

1.0
11
3.2
3-3
14
15
16

‘7

3.8

1.9

20
21
22
23
24
25

1

2
3
4

5
6
7

8
9

10
11
12
13
14
15
16

17
18

20
21
22
23
24
25

i n—LJ—Scri pt’E~ JHBUEHRER & ASSOCIATES (42) Pages 166- 169



OPU INVESTIGATION RE; ILEC SERVICES

Direct- Baldwin

1 witness.

3 cross.
HEARING EXAMINER ASSELTA: Abdefing?

MR. SMITH: No. We just want to talk about
the DA question.

MS. BENEDEK: And I want to double-check
whether I have cross.

MR. SMITH: But in the meantime are our
witnesses excused for today?

HEARING EXAMINER ASSELTA: Yes.
(A short recess is taken.)
SUSAN M. BALDWIN, I7Arlington

Street, Newburyport, Massachusetts 01950, having been
duly sworn by the Notary, testified as follows:

DIRECT EXAMINATION OF MS. BALDWIN BY MR. WHITE:
THE WITNESS: Mr. White, should I have all

my pieces of testimony here sal can make corrections?
Q. Make corrections, any modifications, corrections

that you need to make. And they need to put you under
oath?

22 A. I was just put under oath.
23 Yes, I do have a few corrections. And I’d like
24 to start with my initial testimony and I believe a
25 document has been distributed. Rate counsel could

July 17, 2012

1 residential DA, there’s an end parenthesis should go
after the word DA. And end parenthesis similarly on

3 pages 11, line 7, page 13, line 10. That’s the
4 identical change.
s We’ve talked about pages 21 and 22so lets turn
6 to page 96 of my initial testimony. The changes I
7 discussed a few moments ago about pages 21 and 22 and
a the lack of information on the quantity of business
~ customers that Verizon serves in New Jersey, this

to ripples through lines 6 through 35 on page 96,
11 specifically on line 8 there’s a confidential number
12 that should be replaced with the word unknown. Line II
13 the confidential number should be replaced with the word
14 unknown, and line 13 the confidential number should be
15 replaced with the word unknown.
is Turning next to page 100, line 8, the word form
17 at the end of the line should say from.
18 Turning to 113, line 13, let me read the sentence
19 that begins on page 12. I’m going to be changing on
20 line 13 the word that says want to the word that says
21 to, but this is substantive change so I want to make
22 sure I got this correctly here.
23 Table 23 below summarizes monthly rates for some
24 of Verizon’s New Jersey discretionary features and shows
25 that for all but two of the features Verizon NJ charges

1 perhaps advise me of the exhibit number which replaces 1
2 pages 2! and 22 of my initial testimony. 2

3 Q. There’s not an exhibit number for it, wejust 3

4 distributed an errata sheet added to the testimony. 4

5 A. What I’ve done there is to redline the changes 5

6 that appear on the text of page 21 of my initial 6

7 testimony. And if you turn to page 22 of chat document, 7

a I will not be divulging any proprietary information, a
9 Table Cl, entitled Verizon New Jersey Business

zo Customers, you’ll notice that the difference between to
1’ this errata Table Cl and my original Cl that I put the is.
12 words not available in several spots, several 12

13 categories, because upon further reflection of the is
14 source of the information, I determined that I could not 14
is tell the unique number of business customers. I was not is
16 able to find out in the record of this proceeding how 16
17 many unique business customers Verizon serves. So based 17

18 on that revised understanding, I revised that table. is
19 Now, what I’d like to do is go back to the
20 initial testimony as flied and make changes, most of 20
21 which are simply typos. If you turn to pages, now 21
22 we’re going to find out if my pagination is the same as 22
23 yours, and if it is not, I’d like to take a second to 23
24 get the same version you have. 24
25 Page 5, line 13 begins residential services and 25

Page 173

residential customers more than it does business
customers.

Turning next to page 115, footnote 186.
HEARING EXAMINER ASSELTA: r,,o.w

one second. We need to before we go any further, rate
counsel needs to address the unavailability Sarah Bosely
for the record.

MR. WHITE: Right. Just the understanding
that we’re making Ms. Baldwin available today for cross
on the assumption it does not effect the panel testimony
offered by Ms. Baldwin and Ms. Bosely and that it
remains in the case as joint testimony and that their
waiver of the cross of Susan is also waiver of their
cross of Ms. Bosely.

THE WiTNESS: And, Commissioner, if it’s
helpful, on pageS of-- if it’s helpful, on page 5 of
our initial testimony, line 8, we say each member of the
panel has reviewed and supports the testimony in its
entirety.

HEARING EXAMINER ASSEL,TA: m.n~

THE WITNESS: Shall I continue on?
HEARING EXAMINER ASSELTA: Yes.
THE WITNESS: Just a few more corrections.
So in footnote 186, on page 115 the word

confidential should precede the word exhibit. It’s

2 MS. BENEDEK: Two minutes. We may not have 2
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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 still.

And I just have two minor edits on reply and
I 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
deleted.

And with those corrections, the testimony is
accurate to the best of my knowledge and belief.
BY MR. WHITE:
Q. Ms. Baldwin, I refer you to RC Exhibit 13 which

is NPS survey retail DA that we previously discussed.

You have some comments where respect to page ID 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 presentation of the data from the survey. And
I 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. I 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 soon. Maybe you’ve used it more than ten

July 17, 2012
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1 years, and that’s fourth column.
2 Now, if go to the rows, that’s how old you are,
3 presumably a responsive survey, and you can see that for
4 each of these four stratifications, each of these four
5 categories, in every instance the probability of you
6 using DA increases as you get older. So to me, the
7 statistics are very clear. Elderly people are more
a likely to rely on DA and this is not surprising. We all
9 know elderly people and they all grew up using DA. So I

10 don’t think that that’s a startling fact, but it’s
ii certainly empirical evidence.
12 So I wanted to add my different interpretation of
13 these data to the record for the benefit of the Board.
14 HEARING EXAMINER ASSELTA: m.ayou.
15 MR. WHITE: We’re done.
16 HEARING EXAMINER ASSELTA: .~
17 MR. WHITE: We are done.
18 HEARING EXAMINER ASSELTA:~
19 COMMISSIONER FOX: Question ahouL directory
20 assistance.

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

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

THE WITNESS: This is exactly the concern I
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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 I
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 I would assume -- maybe Fm
wrong -- that if the numbers proved out well for
Verizon, we would 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 I
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broadband that is what you should look at. And I have
various issues with bundles verses standalone and that I
won’t go over, but on the demographic issue based on --

on the FCC data we have about 41 percent of elderly
subscribe to broadband verses 80 percent based on the
new FCC local competition report. So income also
directly attracts broadband adoption, the lower the
income, the less likely the broadband adoption. The
lowest income decile is about 35, 36 percent. The
highest income decile is about 79 percent.

So to the extent that one were, and I don’t
think you should, look at the incremental cost of adding
VoIP to your triple play, to your broadband, well, if
you don’t have broadband, you’re looking at the full
cost. So that is relevant demographic information.

Thank you.
HEARING EXAMINER ASSELTA: Any other

questions? Anybody? Okay.
This concludes the evidentiary portion.
I agree with the parties offer of the filing

of the initial briefs on October 2nd and then the reply
briefs by November 1st. (think we are all in agreement
with that.

MR. WHITE: We need to move all the exhibits
into evidence.

Direct Baldwin Page 179

HEARING EXAMINER ASSELTA: Aaarns

that, I encourage everyone to keep communicating and
let’s come to some kind of resolution in the very near
future.

MR. SMITH: Commissioner, we definitely plan
on communicating. But the Board move all the exhibits
in, we still would like to based upon the comment
earlier related to cost object to the admission of
Exhibit 6B which is Verizon Communications, Inc., Form
I 0-G, and the investor report which both are for an
affiliate which is Verizon Communications) Inc., nota
party to this proceeding.

COMMISSIONER FOX: Mr. Chairman, can I?
I looked at the order, it’s not going to do

costs. It says no cost study. It doesn’t say no
discussion of costs.

MR. SMITH: Another order said no costs.
COMMISSIONER FOX: We have the order here.

I read it to read no cost studies. It didn’t say no
discussion of costs.

MR. SMITH: Basically, this a rejection on
the affiliate aspect. This is Verizon Communications,
Inc., is an affiliate.

HEARING EXAMINER ASSELTAZ Ithi,ki~

everybody’s best interests that everything --
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MR. SMITH: Be allowed in.
HEARING EXAMINER ASSEL,TA: ~.

and we’ll move forward from there.
MR. SMITH: Thank you.
HEARING EXAMINER ASSELTA: Th.akyco,

everybody, for coming.
(Verizon, CenturyLink, and Rate Counsel, all

exhibits moved into evidence.)
(Proceedings concluded at 2:56 p.m.)

I, Lorin Thompson, a Notary Public and

Shorthand Reporter of th. stat. of New Jersey, do hereby

certify that prior to the commencement of the

examination PAVL B. ‘ThSXNGTON, laRK 0. liMPER, SUSAfl H.

DAlflflI, were êily sworn to testify the truth, the whole

truth and nothing but the truth.

I DO FURThER CERTIFY that the foregoing is a

true and accurate transcript Of the testimony as taken

stenogflphicajly by and before me at the time, place and

on the date hereinbefore set forth.

I DO PURThER cERTIFY that I em neither a

relative nor enployee nor attorney nor counsel of any of

the parties to this action, and that I a neither a

relative nor employee of such attorney or counsel, and

that I am not financially interested in the action.
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2t, o~ stew arsey
23 Ky commission e ires July 26, 2016

18
19

24
Dated: July 17, 2012
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