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Q. 

Please state, for ti3e record^ your name and business address. 

l/fy- name is Kerry Strottp. My business address is the Public Utilities 

Commission of Ohio, ISO East Broad Street, Coltnnbus,. Ohio 43266-

What is your occupation? 

A* I am an Assistant Director of the Utilities Department of the Public 

Utxliixeŝ  Commission of Ohio, and am responsible for directing;, 

ac^ninistering and supervising die Division Chiefs in management 

and op^adons o^die Teleconuxtunications and Forecastiz^ Divisions 

o£^s&Depestsaeat^ I became art Assistant OixectDr<^ the Depaitmeni: 

ixt November 1993, Prior to tiiat time I had been Acting Assistant 

IScectoriit the same capacx^£or approximately 14 months^ Uhtiljuly 

I99^rwagalsaChiefofdtfeDiyision-ofPbcecasting,concomitaittwidt 

by dudes-as Assistant Director. H have been, employed by the Public 

Odlides Commission of Ohio since October 1985, at whidc time the 

Pbzecasting; and Siting' Section of tiie Hnes^y Division of die Ohio 

Departm^it of Developmetit was incorporated Into die Commission. 

Prior to becoming Chief of the Forecasting Division, I was employed by 

the Commission as a Public Utility Administrator in the Forecasting 

and Performance Analysis Divisions of the Utilities Departmeit. 

Please summarize your educational background 

t received an MA. in PubUc Administration in 1978 and a Ph.D. in 

Cultural Anthropology in 1984 from the Ohio State University. 

What role did you play in the current proceeding? 



Y ^ A* I coordinated the activities of the Staff of the Commission in. 

Z development of the Sta^ Kepozt and in preparation for the hearings ore 

S- Ameritech Ohio's alternative regulation plan* I also administered t h e 

4 contract wife the National Regulatory^ Reseaich: Institute (NgRI> whicit. 

5 resulted in the publication of the Addendum to the Staff Report of 

S Ijxvestigation (Staff Report) and the submission of testunony* by die 

T NRKTStudy Team in this proceeding. 

,7 9= 5. <2- What role did joitx play in die development of die Commission'? 

to* aYtpmativeregulatioit rtde^fbrlacge local, exchange companies^" 

TL , A . ra)oacdmatattfaeactmiie»Q£lheSa£fin:dKftdev€k}pmett 

1£ ff itemai i veg regulation roles for large locaL exdxange compaxdes,. under 

IS ttesupervisiaitaf theDirectorof tiieUiiiitEes Department:. 

-. y^ 

I S 6^ (i- Have jrait previously testified iit proceedings before the 

16- Public Utilities Commission of Ohio (Commission)? 

I T A . "ifes. ttestifiadm.CaseNos^90-659^L-^ORand90-66(«L-^OR. 

18 

19 7. Q. What is the purpose of your testimony in this proceeding? 

20 A The purpose of my testimony is to respond to various objections to the 

21 Staff Report regarding the need for alternative regulation of Ameritech 

2Z Ohio, and the appropriateness of a price cap plan as an alternative 

23 r^;uiatory mechaxusnu lit addition t respond to criticisms of specific 

Z4 procedures or parameters recommended by the Staff under which ti ie 

25^ Staffs recommended price cap plan wouid operate. 

26 

V 27 8. Q. To which specific objections are you responding? 



I . A. I am responding to Amaitech Ohio Objections El and E3; to AT&T 

Z Objection 10; to OCC Objections 3,11,15, and 45; to AASP Objection 45; 

3" to- die Qty of Cleveland Objections 1 and 3; to Ec^emont Nei^borhood 

4r Coalition Objections 1,. Z and 13; to Greater Cleveland Welfere Rig t̂s^ 

5 Objections 1, 2 and 3; to Ohio library Council Objection 11; to Ohio 

6 Newspaper Association Objectioit 9,- to Tune Warner AxS Objections L5 

T andlLl; andto OCTVAObjections 4^5^ 14,45,46,47,48,51, andSZ-

8 

9 - 9 1 Q. Ameritedt Ohio objects to the Staff recommendation that a price cap 

1£L ^ a n must be doonnented tô  be of more beneEt to consumers tiian 

tn. tPKJiffonal rate base^ rale of retuzzt regulations TSme Warner AxS 

IZ. objects to theStaffReportfs&ilnreto ^nd that Ameritedt Ohio has not 

IS mefcits burden: of proof under alternative r^ i f atf on rule IV" (E) that a 

X£. nonr^toTTngp.itop-rearmngybascdpropo8albeasbftneficial tOQistomers 

15 as traditional r^;uiation- Hbw^ do you respond to these objectionst (AO 

16 BJhTWAxStS) 

IT A- IbisundearthatRuleIV(H} requires sudt dommentation miderthe 

IS pEesent drcumstanoes, in which, no specific rate increase is being 

19 proposed In any event, the Staff is aware of a Company analysis that 

20 was submitted to the Staff to establish the relative benefits of 

21 traditional rate base regulation and the proposed price cap plan. 

2Z Regarding the objection of Hme Warner AxS, the Staff believes that, 

23 with, die Staffs proposed modifications of the Company's proposal, 

24 constuners would be as well or better off as they would be under 

25 traditional rate base, rate of return regulation. This is so because the 

26 Staff has recommended a baseline revenue reduction and distribution 

27 as it would in a traditional rate case, and has modified the price cap 



I medianism in ordCT to more dosely simulate anticyated costs that die 

Z Company will ©cperience over the proposed life of the Plan* In 

3" addition, the Staff has recommended an incentive structure wherdjy 

4 the consumer dividend would increase or deoease^. dependmgp ort. 

5 acaibns taken by the Company to eliminate specific barriers tiiat ]imit 

6 competition for the services it provides* Furtiiermore,. although, the 

7 proposed infrastructure and other commitments of the Company may 

8 --̂  har^e been provided in iiie absence of a nor^eaznings based^ non-

9 sharing' plan, there was no guarantee titat they would be provided 

10- absent agreement on an alteznatzveregalatxoztplam 

IT 

IZ X(X. Q- Ameritedt Ohio objects to the Staffs finding that dte proposed price 

13 cap*firameworfc> would allow antt-competitive practices:^ Whatis your 

1^ sei^onsetO'thiisobjection? (AOE3): 

I S A^ TheSitaff continues to believe thatthe price cap dameworic propose by 

16̂  Ameritech Ohio woidd allow it to compete unfairly. Many of the Staff 

IT recommendations testified to by Staff witnesses Stemisha, Shields, N. 

18̂  Soliman, Potter and Montgomery are offered in order to mitigate the 

19 ability of the Company to engage in sudt practices. 

20 

21 11. Q- Several intervenors in this proceeding object that any form of 

2Z altemadve regulation for Ameritech Ohio iŝ  neither reasonable nor in 

23 the public interest; and that in particular for non-competitive 

Z4 monopoly services, traditional rate of return regidation should 

25 continue What is your response to tiiese objections? (GCWRO 1, 2 and 

26 3; aeveland 3; Edgemont 2, OCTVA 14) 



t A. The Staff beUeves that a form of altematrve regulation consistent with 

Z the policy goals of the state articulated UL Section'^27.02, Revised Code, 

3 which does not confer any undue economic- competitive or market 

4r advantage upon any td^hone company, is in die public mterest:. lit 

5 promulgating Section 4927, Revised Code, die General Ass^nbly 

6 recognized that alternative regulation may be an appropriate 

7 alternative for large local exchange companies, and titat rates for non-

8 competitive monopoly services may be established by other than 

9 txaditional rate base, rate of return mediodology 

la 
I t 12. Q^ SeveraLhstecvenorsixtddspxooBedha^objec&tixatapzxcecap^axtrasa. 

IZ specific means of implementing alternative regniation, is not iit die 

13 ^ public interest. What is your response to these objections? (OCC 3,̂  

T^ 0^7^and3;.Hc$3emont2} 

15" A- W5tit die modifications identified by the Staff, and in conjunctiort witii 

16̂  the other components of the Company's plan as modified by the Staff, 

IT the Staff believes that the price cap plan is consistent witit the state's 

18 telecormnuzdcation policy articulated in Section ^27*02, Revised Code, 

19 and does not confer any undue economic, competitive or market 

20 advantage on Ameritedi Ohio. As sudi it is in the public interest 

21 

2Z 13- Q, Sev^al intervenors objected to die Staffs position that a regulatory 

23 mechanism that provides the AppUcant with the opporturuty to 

24 engage in limited Ramsey pricing may be appropriate- What is yoinr 

25 response to this objection? (Ohio Library Council 11; Ohio Newspaper 

26 Assodation 9; OCTVA 4 and 5) 



I A. Uie Staff Report states that limited Ramsey pridng may be appropriate 

Z . to the extent diere may be historical contribution flows to Cell 1 

3 monopoly services from other ceils- f-imifgrj Ramsey pricing^. 

4- effectuated to- eliminate existing cross-subsidies,, would Volitate a 

5 transition to a broader competitive market- With, the safeguards that 

6 the Commission Staff has recommended, induding- but not limited to 

7 a. Call 1 fully distributed cost ceiling and a tiiree year cap on basic local 

8- excitange service prices with restrictions of price increases for sudt 

9- services tinou^ die duration of a five year plan, die Staff bdieves 

xa ImniedKamseyprxcs^ is appropriate to more dosd.y align C d l t costs 

XT andrates. 

x z • 

12 I4u Q̂  Aasordu^to tiie G^mxnission's altamative regulation rules for Cell 3r 

t i monopoly services so- dassified could be priced accordmg^ia Ramsey 

IS pridng: prindples since no ceiling price is required for sudt services,-

16- Da yott dunk: dtat is appropriate? 

IT A^ YesXdo^ IE a service is dassified ni Cell 3, it is by deficutidn a service 

18: not appropriately dassified hi anotiier cell, or a new service introduced 

19 during the term of the Plan. Alternative regulation Rule XV (A) 

20 provides that the Commission may redassify a new service if it finds, 

21 after hearing; that the service as being offered is unjust;, unreasonable, 

22. o r in violation of lawr Assuming: the Commission will take action to 

25 , redassify services mappropriately dassified hi Cell 3, remaining Cell 3 

Z4 secvices may be priced at any level above tiieir respective cost fioors. 

25 From the perspective of the public at large, such services are not 

26 essential While it is true that the contribution that is generated by 

27 Ramsey pridng of Cell 3 services could be used to subsidize Cell 2 or 4 



t services as well as C ^ X services, the magnitude of revenues available 

Z ^yc that end. is relatively small, as Staff witness Montgomery attests^ 

3 Andservices classified hi Cells Zand 4 may not be priced below their 

4 respective cost floors.. 

5 

6 151 Qr OCC objects that the maximunt price- for distinctive ringing;, repeat 

7 dialing; caU forwarding and call waiting should be constrained- because 

g ::-.-these services enhance the value of the network by increasing^ ilte 

9 number of completed calls. What is your response to this objectionr 

m (oar45) 
XL A^ "Buit of these servioes is appropriately dassified ut CeXL 3w Thi& 

IZ. Cbmmissiort adopted no criteEion for C ^ t which requted the 

13 dassification thereixt of any service that increases the number o£ 

t ^ contpiieted calls.. 

I S 

X& X6i- Or Several intervenors object ta the Staff rpcnmmendation- diafc the 

I T Qmpan / s plan, last for a tenzt of five years:. What is your response to 

xa this ob^ctionr(OCC 15, Edgemont X3, 

X9 A. h r view of the three year cap on basic exdiange service prices, the Staff 

20 believes that an additional two year duration is required in order to 

21 provide informadan necessary to assess die p^formance of dte Plaru 

22 

23 17: Q, OCTVA objects diat the Staff did not suffidendy address the issues of 

24 competition, market pow^- and dominance in r^ation to the 

25 migration of services from Cell 1 to CeUs 2, 3, and 4. What is your 

26 response to this objection? (OCTVA 45) 

7 



X A* Staff witness Stemisha identified various considerations relevant to 

Z Commission review of the appropriateness of reclassifying services 

3 &om Cell 1 to Cell 2, 3 o r 4. Interested parties will have the 

4 opportunity to. comment on the appropriateness of any proposed cell 

5 classification after a proposed tariff is docketed with the Commission, 

6- orto file a complaint after a tariff iŝ  approved 

7 

a xa. Q.. OCTVA objects that the Staff did not provide the Commission wiiit 

^ ' specific decision rules wher^^y it could make reasonable judgments as 

10: t(»t&ed^ceeof Gompetitivenesffof assvice. What is your response to 

tn tfifcobjectiOttr(OCrVA.4d.^, 4S^and51) 

XZ A . ISie Staff believes diat the Commission will b e able to make reasonable 

13 judgments a s to the degree of competitiveness of a service widiout 

14- spedSc decision: rules.- Staff witness Stemisha has-testified regardmgr 

15 d i e type of infonnation tiiat the Company mus t provide for services 

IB p n ^ o s e d to bedassified iit Cell Z o r 4. IE the Commission &ids the 

I T infonnation: prowded to be insiifffrient to- permit sudt dassifiration, i t 

X8 should act accordingly. 

X9 

20 19. Q. Time Warner AxS d>jects to the Staffs failure to recomm^d that any 

21 authorized "bendimark" rate of return be evaluated periodically, and 

22 b e subject to adjustment based on cost changes and on whedier 

23 implementation of a plan promotes the public interest and the state's 

24 telecommunications policy. What is your response to this objection? 

25 CrWAxS ILl) 

26 A Staff does not agree. As modified by the Staff, the price cap framework 

27 recognizes antidpated cost changes through the general offset As I 

8 



X stated earlier; the price cap fiamework. as mndiffH is consistent witit 

Z die state's telecommunications policy and is hx die public interest 

3 

4 2D,. Qr AARF objects to die- Staffs feilure to recommend that Ameritedt Ohio 

5 be prohibited under die terms of any adopted plan to file a traditionat 

6 rate case or emergency rate case What is your response to tins 

7 objectionr (AARP 45) 

3̂  A . The Staff agrees diat Aineritedt Ohio should be prohibited &oni filing: 

9 atraditional rate case o r an emergenqr rate case during^ the tenxt of the 

xa Plan-

XT 

XZL ZL ( £ AT&Tobjectsto^dieexpansionof the scope of d ie Staff Report inso^r 

13 as^ i t entails litigation in the Ameritedt Ohio alternative regulation 

X4- dbdcet ofi XocaL competitibrt issues, glvert d i e importance and 

15 oompi&dty of sudt issues- Whatis your response to this objecticm? 

X^ A . The Staff agrees wifit ATSeTl diat local competitioir iissues should be 

IT considered izr a s^Tantte docket. In the Staffs view, sudt consideration 

18 is not inconsistent with the incentive structtire proposed by the Staff 

19 anddescribedin Staff witness Potter's testimony. 

20 

21 22. Q. Does dus complete your testimony? 

22 A. I understand that several questions have been deferred to me ffom 

23 otiter Staff witnesses, and will address thent if asked 
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