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Thursday Morning Session
August 11, 1983, 10:00 A.M.
EXAMINER TAYLOR: Let's begin here. The
overhead projector was taken back upstairs and we
are trying to get it back down here as soon as we
can. If you want to go ahead and start and see if
anyone has any questions of Mr. Adkisson that he can
answer without reference to the overhead projector.
Does anyone have anvthing they would like

to ask the representative from Centel? The Staff?

EXAMINATION OF MR. ADKISSON
By Mr. Yutkin:
o Does your company give any consideration to
whether or not an intrastate surcharge should be

charged to AT&T for a superior connection?

A Intrastate?
0 Surcharge.
A Surcharge to AT&T? Not at this point.

Our proposal is directed towards --

9 ¢ I am sorry. I can't hear you.
A In response to your guestion, no, we have
not. Our proposal is basically directed towards the

wmirror image application of traffic-sensitive
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components.
0 I am scrry. You faded out on me at the end,
A No, we have not.

MR. YUTKIN: Thank you.

COMMISSIONER SCHRIBER: Mr. Adkisson, on
your color chart, it is just somewhat of a small
source of confusion, maybe large source of confusion,
You describe a single LATA and then twa carriers, A
and B, within that LATA.

Would this be, for exampler a LATA of BOC's
and then it would sort of be an island within that
LATA that are occupied by carriers? 1 am not sure
how this comes out.

MR. ADKISSON: It's unfortunate the over-
head isn't here right now. I do go into some
examples of this and describe what we are representing
with it.

Two points that myv remarks were directed at
yesterday. One principally, as it stands today, only
the LATA's are defined within the State of Ohio,

yet there are some geographical areas within the state

where a LATA has no meaning. And the basis for
fundamentally what I am suggesting here was that
perhaps the Commission would give consideration to

evaluating the state as a whole and segregating it

ARMSTRONG & OKEY » 297 5. HIGH ST. « COLUMBUS, OHIO 43215
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into individually-oriented market areas, which would
include the LATA's.

Then the concept is fundamentally that the
access charge would be more equitably applicable to
all companies concerned. What the chart is
depicting is ~-

EXAMINER TAYLOR: We now have the overhead.
Would yvou want to set that up perhaps so you can
explain from the chart itself?

MR. ADKISSON: All right. As I was stating,
one of the inferred suggestions of yesterdayv was that
the Commission give consideration towards establishing
market areas throughout the State of Ohio, and that
those incorporate the LATA's as well.

In so doing then what we are depicting here,
the confines of the sguare represent a simplified
market area or LATA, whichever one vou relate to.

In this simplified market area as a further example,
mavbe two local exchange companies, or as we have
shown on the chart here, exchange carrier A and

exchance carrier B.

The vellow portion of it depicts the noten-
tial interconnect of an interexchange carrier which
would be involved in either interstate intralATA
business or intrastate interLATA business, or inter-

market service area by substitution. What we were

ARMSTRONG & OKEY « 297 S, HIGH ST. » COLUMBUS, OHIO 43215




10

11

13

14

15

16

17

18

19

20

21

22

24

25

II-5

depicting here basibally is that these carriers have
the option to establish a point of presence anywhere
within this market afea.

They may elect to establish a point of
presence with exchange carrier B or they may elect
to establish a peint of presence with exchanoge carrier
A.  If the market area was of sufficient size and
offered sufficient economic¢ incentive then obviously
with this option the carriers could establish a point
of presence in both cases.

MCI, as an example, and I am not particularly
picking on MCI, but any particular market area they
could establish a point of presence in both cases.

Or another example, MCI might establish
a point of presence with exchange carrier A and
Southern Pacific establish a point of presence with
gxchange carrier B, and the traffic that they carry
in that lat£er examole would be inbound and outbound
traffic for that entire market area.

Let's draw some example here of how this
thing would work again in a simplified manner.

EXAMINER TAYLOR: I wonder 1if vou would draw
an example perhaps relating it to vour Ohio operatidns?
In other words, can vou use specific offices vonu

have 1in 0Ohio to track this call through?

ARMSTRONG & OKEY = 297 5. HIGH 3T. » COLUMBUS, OHIO 43215
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MR. ADKISSON: As far as the interLATA or
intermarket area, if I can usermarket area in place
of LATA, I think that is how my mind works, anyway.

I can with the exception, and for nurposes of this
discussion, make the assumption that there is EAS
betwean ourselves and Ohio Bell in the Cleveland area,
which there is not today, but make that assumption
and I can use this example throughout our entire
arrangement,

A1l right. The sguare then would represent
the market area which would include Centel of Ohio
operation in Lorain, and for the purposes of discus-
sion let's say that exchange carrier A is Centel of
Ohice. Accordingly we would assume that exchange
carrier B in this example would be Ohio Bell in
Cleveland sipce Lorain is contiguous to Cleveland,
just west along the southern shore of Lake Erie,

And in truth Lorain is included within the Ohio Bell
LATA of Cleveland, for clarification.

Let's assume that the interexchange carrier
has established a point of przsence in Ohioc Bell's
Cleveland offices, and in fact both MCI and Southern
Pacific have alsc established line side connections
with Centel of Ohio in Lorain.

Assuming for a moment that I in my office

ARMSTRONG & OKEY » 297 S. HIGH §T. « COLUMBUS, OHIOQ 43215
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located in Des Plaines, Illinois would like to call
our offices in Lorain. Currently that call is
switchied over the public network and handled by AT&T,
goes from the Chicago major toll center into the
Cleveland toll center. From there it is completed
via toll completing network into Lorain.

LEffective January 1, 1984 that call would
come in via the interexchange carrier, in this case
AT&TIX into the Cleveland access tandem. At this
point it would be switched via the intral,LATA route
into the Class 4 office located in Lorain.

It would be further switched to the Lorain
main end office and on into the termination within
our offices in Lorain.

In this particular situaticon of compensation
then that call cowing in and terminating on the
access tandem routing over the intralLATA carrier
facility and on in -- I can best depict this by going
backwards since basically that is how the access
charge scenario will work. If that is a l10-minute
call then Central Telephone Company of Ohio would
charge the intraLATA carrier 3 cents per minute for
the traffic-sensitive and 1 cent per minute for the
non-traffic-sensitive.

So in summation there is 4 cents per minute,

ARMSTRONG & OKEY » 297 5. HIGH ST, » COLUMBUS, OHIO 43215
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and for the 1l0-minute call then we would bill the
intralLATA carrier 40 cents.

Accordingly, Ohio Bell on this side would
merely pass that 40 cent charge on to the interstate
carrier and include any administrative costs for
handling that call through their tandem switch.

MS. JONES: My name is Karen Jones, HNetwork
Planning, Ohio Bell. I doubt that the traffic would
terminate in this scheme that you have described.
First of all, to my knowledge there are direct high
usage toll trunks which exist today from Chicago
main to the Lorain district. The first route for
that traffic on a call would be direct from Chicago
to Lorain and there is no desire to disconnect those
kind of trunking arrangements.

Secondly, 4 ESS toll switch, if there is
not a high-usage route into Lorain or via final path,
if you will, in Cleveland, 1t would not go from the
Cleveland 4 ESS which is not access tandem direct
to the Lorain, so it would be the existing trunking
configuration as is in the network today. I do not
envision at this stage any double switching, if
vou will, of today's traffic pattern.

MR. ADKISSON: Let me say that on the first

traffic that is coming from Chicago directly to Lorain,

ARMSTRONG & OKEY » 297 5. HIGH ST. « COLUMBUS, CHIO 43215
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in that case obvicously that call would be charged to
the interexchange carrier. In that case the 40 cents
wﬁuld be charged directly to the interexchange carrier.

MS. JONES: I cannot answer how the charges
would go. All I can say is how it would route in the
network.

MR. ADKISSON: That is what I'm addressing.

MS. JONES: It would route in the network
directly from say 4 ESS, Chicago 6 and Chicago 8 to
the Lorain Class 4. From my perspective I am a
network nlanner and not a rates and tariffs person.

The arrangement could be direct between that inter-
exchange carrier and the Lorain company.

MR. ADKISSON: That is what I said. In that
case the first route from Chicago ATTIX switch directly
to Lorain Class 4, then the 40 cent charge for that
example call would be charged to ATTIX directly.

MS. JONES: If it did not go on the first
route ~-

MR. ADKISSON: Alternated to ATTIX switch
in Cleveland and come into Lorain toll center, stiil
ig an ATTIX carrier call and 40 cent charge would
apply.

MS. JONES: ©No Ohio Bell involvement what-

s50ever.,

ARMSTRONG & OKEY « 297 5. HIGH ST. » COLUMBUS, OHIO 43215
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fact handling the ;ihalfiéuté;tfaffic on an intraLATA
junction, only if they,dié. |

MS. JONES: Bﬁt we would more than likely
split that trunk, as time goes forward we will have
to apportion that trunk group.

MR. ADKISSON: It's my understénding that
in the long run there will be a separation of traffic
between the BOC's and AT&TIX.

MS. JONES: Reguired to do that by the law.

MR. ADKISSON: Initially that separation
will come about --

MS. JOWNES: We would not envision splitting
the trunking and go down, that 1s correct, but we
will have to apportion it as we do many other cases.

MR. ADKISSOWN: There is an administrative
burden involved in the interim and, as I stated
earlier, in this highly simplified example, then it
would nave to be furtﬁErurefined for the kind of
detailed network contingencies. that you are addressing.

Anotner exﬁﬁ@le would be if a customer
located within Ohio Be;l’s'serving area wished to call
another customer within thérLorain serving area, and

net being familiar with some of the Cleveland end

cffices I couldn't put a handle on this until somehody

ARMSTRONG & OKEY » 297 §. HIGH ST. « COLUMBUS, OHIO 43215
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gave me a name. Is there a Cleveland end dfficeJéhat 
would -- I can use here as --

MS. JONES: Michigan to Avon Lake.

MR,-ADKISSON: Michigan exXchange Ed thé““
Avon Lake exchange? Are these near contiguous
offices?

M5. JONES: Michigan I believe is in the
Cleveland exchange itself.

MR. ADKISS5ON: Downtown?

1MS. JONES: Southeast.

MIt. ADKISSON: Okav. So I could use an
example that in nlacing this call then the Michigan
customer would go through that Michigan end office,
switch up to a Class 4 office through an intraiATA
facility to the Lorain Class 4 and then down into
Lhe Avon Lake end office to that customer.

Okav. 1In thét axample then we would assume
that Ohic Bell would be the intralLATA carrier. In
this case then assuming l0-minute c¢all, then Centel
of Ohio would charge that intralLATA carrier thg 49.
cents, the same 40 cents since we are prOQOSiﬁ§
mirror image to that intral,ATA carrier. 0hio Bell
would input similar charges on it for its porf?on
ovar here at 5 and 2 or 7 cents mner minute times the

10 minutes. That 70 cents plus the 40 cents plus the

ARMSTRONG & OKEY » 297 S. HIGH §T. » COLUMBUS, OHIO 43215
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cost of the intraLATA.facilities would be then
summarized to dévglop end'user toll tariffs.

The next example is ﬁne which we would héve
ﬁo make a general assumption and that is that there
were some form of EAS between say the Avon Lake foice
of Centél of Ohio, which is over here, and perhaps
the Westlake office of Ohio Bell since they are
relatively near communities. In that case this EAS
would be aestablished across here probabkly on an
end office to end office basis, but not necessarily
so. And as such then an agreement would be reached
between the two companies for this EAS service on
what we call an originating responsibility plan.

The traffic originated in Avon Lake and
terminated upon Westlake, then Centel of Ohioc as
the originating company would pay Ohio Bell as
the terminating company traffic-sensitive costs for
the termination of that traffic.

Here again we propose that be mirror image
so be the 5 cents plus the 2 cents. Accordingly,
for that traffic originated in Westlake and terminated
on Avon Lake oIl the originating responsibility plan
Centel of Ohio would bill Ohio Bell 3 plus 1, 3 plus
l or 4 cents per minute for every LAS minute of use

that Centel of Ohio terminateu.

ARMSTRONG & OKEY « 297 5. HIGH ST, « COLUMBUS, OHIO 43215
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Now, how this-wpuld'wdrk'in the --
EXAMINER TAYLOR: Go ahead. ' 5
MR. ADKISSON: Now, let's establish another
assumption that the interexchange carrier has
established only one point of presence and that is
in Cleveland. And they have the means of getting
to Centel-of Ohio over here through the EAS network.
I think some of you may recognize that what
I am addressing here is the northwestern scheme,
and one thing that many of us fear. Obviously in
this arrangement then the interexchange carrier has
to notify Ohlo Bell that they will be offering
traffic to Ohioc Bell, which is intended to terminate
on Centel_of Ohico. And Ohio Bell would then make the
necessary arrangements in their corresponding Class 5
offices for that traffic to move over the EAS.
Under the plan that we are propoesing then
again with the originating responsibility Centel of

Ohio would charge Ohioc Bell 4 cents for all EAS

- minuntez terminated irrespective of the origination

of:those calls. ©Ohio BRell in turn for that EAS
traffic which originated from the IX «carrier would
charge the sum of 4 cents from Centel of Ohioc plus

their 7 cents for total of 11 cents per minute back

to that interexchange carrier,

ARMSTRONG & OKEY » 297 5. HIGH ST. « COLUMBUS, OHIOQ 43215
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o

The sigpifiédnce:of this then is that the
exchange carriets"become passive as far as point of
presence in aﬁyiﬁarket aré§ where there is EAS. Under
théuariginating;}espbnéibility plan concept the
traffic~-sensitive and inputted for mirror image non-
traffic-sensitive costs throughout that EAS network,
whether it be a multiple exchange compaﬁy network or
just two companies interfacing with one another, those
costs would be additive for that traffic and charged
to the IX carrier.

Accordingly then that IX carrier could
establish a point of presence either in Clevelaﬁa'or
in Lorain and still face exactly the same charges,

11 cents per minute of all traffic carried via that
&LAS5 network.

The fundamental reason for this proposal
should be obvious. If the minutes of use charges are
not summed across this EAS network and through tariff
charged to the IX carriér, then in this example these
two exchange carriers cah find themselves being

whipsawed by an IX carrier. And when I say whipsawved,

I mean they will come in and, say we will terminate

on you if vou will reduce your prices to what the

carrier next door to you is charging.

EXAMIWER TAYLOR: In your hypothetical if we

ARMSTRONG & OKEY « 297 5. HIGH ST. » COLUMBUS, CHIO 43215
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assume that the right -side is Avon Lake,’ahd-ﬁé
assume .that the left sigde is Westiaké, andftﬁgré i§”,
an existing_EAS_path between those two p&ints,thaf
is the assuﬁpfion, and'é call originates.from'thé
subscriber who resides in the Avon exchange over that
EAS facility to a subscriber that resides in the
Westlake exchange, how is that customer billed?

What is the impact on the customer for that call?

MR. ADKISSON: There is no impact on the
customer. He 1is paying the existing rate.

EXRMINER TAYLOR: He pays only whatever
rate the extended area service was established at?

~MR. ADKISSON: That's correct. That is all
he ever paid. What the proposal here does is replace
the type of compensation that currently exists between
the companies for this EAS network assuming that
there is such a compensation plan at work. If
there 18 no compensation plan then obviously somehody
has problems.

MR. YUTKIN: Is this just being psed as an
example or 1is your company-actually proposihé mafkefh
service areas be created in the State of Ohio?

MR. ADKISSON: I think that is how I
started my opening remarks, but may consider

establishing market areas throughout the state.

ARMSTRONG & OKEY = 297 5. HIGH §T. = COLUMBUS, OHIO 43215
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MR, YUTKIN:, What,advantagé would a market
area have to the telephone companies in the State of
Ohio and what effect would it have oﬁ the customers?

MR. ADKISSON: Those areas of the state
not currently incorporated into a Bell LATA or
inputted because of the constraints placed upon
General Telephone, then there willbe some doubht as to
how this whole scheme of access charging intra or
inter will apply. I can't rioht off the top of my
nead think of an area in the state where this would
avply, but I am sure there are some where if theré
is not a defined market service area then how are
they g¢oing to interrelate with those various carriers
that terminate, whether it be Ohio Bell or General
Telephone or MCI or Southern Pacific? And how do
you relate to them an intraLATA tariff? The LATA
has no meaning.

MR, YUTHIN: Thank vou.

DXAMINEERE TAYLOR: Would vou go througn
w7 hypothetical guestion or your hyvrothetical one nore
time, Westlake to Avon Lake, exxlain to me vour
pronosal on billing for that call?

MR. ADKISSON: A1l riaght.

BXEAMINER TAYLOR: Call thet oricinates at

Hvon Lake and terminates at Westlake.

ARMSTRONG & OKEY » 297 5. HIGH ST. » COLUMBUS, QHIO 43215
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MR. ADKISSON: All right. The call

-originates by customer in Avon Lake, goes to this

|~ hypothetical EAS network and is terminated on the

customer in Westlake. Since the call originated
with Centel of Ohio and under the originating
responsibility »lan then they would be responsible
for ?aying Centel or Ohio Bell the mirror imagé
traffic~-sensitive and non-treffic-sensitive costs
for terminating -that call.

If it;s a ten-minute call then in this Ease
Dhio Bell would bill Centel of 0Ohie 70 cents for that
call. If the inverse applies, and Centel of Ohio was
terminating that call, then Centel of Ohio would bill
Ohioc Bell 40 cents for handling the call. In either
case the end user up here (indicating) is already
maying us nart of their monthly recurring charges fox
that HAS service and all this is now as a means
winerepy the two companies involved in this network

will be compensated for handling that traffic and the

end user would not be affected initially, and not

to say at some future point the cost may Jjustify a
further consideration of rate change. So I think that

should he established on an individual cost hasgis and

justified originally.

EXAMINER TAYLOR: Anyone have any other

ARMSTRONG & OKEY » 297 S. HIGH ST. » COLUMBUS, OHIO 43215




10

i1

12

13

14

15

16

17

18

19

20

21

22

23

24

e o . II-18

questions? gfé
(Ngfgesbq%seg)
EX#M&NERF?AYiﬁR: I havé a couple.
EXAMINATION OF MR. ADKISSON
By Examiner Taylor:
0. Mr, Adkissoﬁ, I believe yesterday you
indicated in your remarks that some recognition may

be appropriate as to high cost companies or universal

service fund concept on intrastate basis, is that

corxrect?
R, Yes.
3 ~ Howwould vou propeose such a fund or recogni-

tion come about?

A, There are a number of alternatives which
could pe considered under this proposal, one of which
would be a premium access charge to Qhio Bell.
Another alternative would be a meodified pooling
on the non—traffic—Sensitive revenues.

A third one, and the one which Centel of
Dhioris promoting ofwﬁroébsing, and that is through
the residual treatmeﬁt; that if there is an excess
of revenues after accounting for the intrastate
revenue requirement and the revenue string. then that

excess revenue will benefit the ratepavers of that

ARMSTRONG & OKEY = 297 5. HIGH ST. « COLUMBUS, OHIO 43215
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particular company. If there is a shortfail then

that shortfall would be made-ﬁp in thenformipf a

.

fixéd monthly charge. o
| 03 Charge to what?

A. To the end user.

0 Do any of your‘prqposals regquire cieating
some type of an entity to oversee that type of a
fund?

N I think that was inferrxed in my statements
of yesterday where even though Centel of Ohio is a
strong proponent of the companies filing individual
tariffs, we also recognize that there are some
companies which do not have the resources to accomplish
that task, and as a consequence they would generally
file with the Commission of Ohio mirror image ECA
tariffs. As such then it tends td input that a
similar association be formed within the State of Ohio
for the distribution and accounting of those revenues.

0 Do you have a proposal for the makéup of

such an assoclation in Ohio.

A I have alternatives. One alternative, of

course, would be Ohio Bell to perform this function
much in the same way as they are administrators-of

the separations pool as it exists today.

Another alternative would be an outside

ARMSTRONG & OKEY + 297 S, HIGH 5T, » COLUMBUS, OHIO 43215




10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

II-20

agency éstablished ?erhaps-under the guidance of

the Ohio Telephone Associationp it would be a.

completely separate arm of the association and would

be independent in its.fﬁhctions of the particip%fihg
,'companieé. 7 Obviously thefcosts of this adminiétra—

tive function would be the burden of those

participating companies.

in this association?

B, No; I would not.

0 tir., Adkisson, is it conceivable, is it
technologically possible that your compaﬁy could pro-
vide a toll restricted service in your service
territory whereby your subscribers could elect to
place no calls over the toll network interstate or
intrastate?

A In my remarks vesterday I stated, ves,
that such restriction technically is feasible.
Whetner it is economically feasible has yet to be
determined. 1t does not, however, address the issue
of terminating toll traffic.

The access charge scheﬁe as proposed under
78-72 and its mirror image, as many of the companies
these proceedings are proposing, is hased on the

i oremise of two~way traffic, that is both originating

! ARMSTRONG & OKEY * 297 S. HIGH ST. » COLUMBUS, OHIO 43215
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~and terminating, toll traffic. Restrictions can

only ‘apply to originating traffic. It cannot be

appliéd to terminating because an ekchange carrier
has no way of differéntiating local or toll traffic
that it is carrying. |

As a consequence then even though a customer
may volunteer for restricted toll access it is a
one-way restriction and they are not prohibited
from terminating toll traffic. As a consequence,
they are still participating in this whole scenario,

Q Are you saying it's not technologically
possible to assign a block of numbers and program
these numbers so they cannot either briginate'or
terminate long-distance calls to that particular block
of numbers?

A, That's correct, because we cannot differen-
tiate between a local terminating call or a local
call. That determination can only be done at the
originating end.

o And what is. the position of your companv
as to other telephone companies concurring in a pro-
posed tariff?

, Centel of Ohio has reviewed a few of the

proposals as offered here. Obviously there are some

similarities and obviously there are some dissimilariti

ARMSTRONG & OKEY » 297 5. HIGH ST. + COLUMBUS, GHIO 43215
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Those where ‘the varicus companies are proposing

freedom of cholice between'filing separate tariffs

or joining, in an ECA tariff, we concur, and we whole-

ﬁeartedly sﬁppor£_such'a proposal.

We also strongly urge the Commission's
consideration of mirror image structure in rafe
application for intrastate access charges. Wé do have,
however,rgraVe concern for the proposals of Ohio ZBell.

0 Specifically could you tell us where vour
proposals differ from those of Ohioc Bell?

A Primarily our proposals include the
continuance of the existing toll rate structures and
that any 'changes to those toll rate structures he
acComélished in time and based on cost. We have grave
concerns about the somewhat arbitrarvy avorocach of
Assuming a $4 CALC and backing into its effect on
intrastate toll, pﬁrticularly when vou marry that with
the proposal of Ohio Bell to continue the separétions
process on intralATA txaffic bevond Jénuary 1, 1984,

At this noint Centel of Ohio has not secn
any cost data which substantiates the $4 cherge, and

as a conseguencc we have not heen in a position to

guantify the "impact that that would have on Centcl of

Dhio and on Centel c¢f Ohio ratepayers. The basis of

our concern in this proposal is that it could very well

ARMSTRONG & OKEY « 297 S. HIGH ST. « COLUMBUS, OHIO 43215




5

10

11

12

13

14

15

16

17

18

19

20

21

22

24

25

cause the flat:CALC for a number ofi%omﬁéﬁiesito
increase substantialiy above“cost-ﬁagedtpfices.

Ve are also éonceiﬂea‘thgﬁ;ﬁt‘hqs ﬁhé_potenw
tial of providing a form of economi; érotectioﬁfgo
Ohio Bell from competition at a cos£ to other rate-
payers throughout the state and those served by Ohio
Bell.

0. ¥r. Adkisson, what numbers did you use in
arriving at vour preliminary projection as to the
notential for a negative customer access charge?

A, The numbers that we used were those which
were spilling out of our preliminarvy run on the
Ainterstate access charge elements, and assuming mirror
image, their applicafion‘to intrastate minutes of use,
treating the nonsensitive'CALC then as a residual
and also assuming intrastate revénue reguirements
being derived per FCC Part 67.

Then as a result of this residual“treatment
the preliminary numbers tend to indipa%e fhé£ %é
will end up with a nevative CALC for"iétrastate.

How, I hasten to emphasize that these
calculations at this point are preliminary.'i

First of all, becauvse the ﬁﬁmbers ﬁave not

been basically purified, ©BSecond of all thev do not

include the revisions which have come about as a
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|| these changes are taken into account that we will

still end up with a negative CALC on intrastate,

IT-24

result of the order upon reconsideration. However,

I would be willing to express an opinion-that after

perhaps not the order of magnitude that our preliminary
studies indicate.

Q. What do your preliminary studies indicate
would be the actual CALC for interstate?

ml Interstate we are assuming the two and
+4 minimum with a maximum CALC of $4 average. Now,
obviously that will change because of the two and 56
revision on order of reconsideration.

0 One final guestion, Mr. Adkisson. How do
vyou or Centel propose to nlace your intrastate access
charge tariff into effect in the State of Ohio?

A Centel of Ohio is currently in the nrocesses
of finalizing first of all a model tariff basically
which we have supplied to the extent possible at
this point to the Commission, and it is our intent
to file that conpleted tariff with the Commission
of Ohic no latef than Octoher 3 of this vear.

Q. With numbers included, is that correct?

A, That's correct.

0. And that would be filed, if you know, pursuant

to what statutory mechanism in the State of Ohio?
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A At this point in time I couldn't answer 
that}' I don't know. 1It's just I think we are all
in a new ball game and most of the companies are
confrontéd with-the need to file tariffs and that
with the magnitude of the job to be accomplished that
our earliest date is October 3rd to file these .
tariffs.

From that we will assume that the Commnission
will make a judicious decision as to how it will |
hanale it, hopefully with the objective in mind_that
these tariffs be implemented or approved for
implementation by January 1, 1984.

o Perhaps you could cdnsult-with vour counsel
and ask pursuant to what statute those would be
filed with the Commission. I assume they are not just
handed to the Commiséion pursuant to ==

A It is our proposal that there will be a
generic proceeding upon which these tariffs may be
received.

EXAMINER TAYLOR: I understand the Staff has
a few more qﬁestions.

MR. YUTKIN: Yes.
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- "FURTHER EXAMINATION OF MR. ADKISSON

. By Mr. Yﬁtkin;“

o Cﬁ;rgnﬁly how are you billing for phone
calls? 7

A Intrastate toll?

0 Yes.

A. We concur in the toll'rate-schedules as
filed by Ohio Bell and bill accordingly.

0. If you file a new tariff would it just
be as simple to establish your own rates without
creating a market service area to conduct your
billing?

a. Well, first of all Centel of Ohic is not a
toll carrier in the sense, an intralATA or intramarkeﬁ
area carrier. Therefore, it would be impracticable
for us to file such tariffs. On the assumption that
we were an infraLATA carrier it again wQuld be
impracticable for Centel of Ohio to not only go
through th;s pfocess of developing access charges,
but alsoth dévelo9-the necessary end user charges
for toll:éétégéchedﬁles.

fi d6 perceive, however, that ovér time
the individual carfiers, interexchange carriers,
will develop disaggregated end user schedules.

0 What actually would a market service area
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o

serve? What purpose would it §érve§j'T i*
A, Again administratively i£ woﬁldassist,

clérify for the purposesrof thoséAin§2pqndent
conmpanies whicﬁ are not associated with a ﬁATA. To
them a LATA has no meaning and when you . talk anut
inter- or intralLLATA access charges, there is no such
thing,

MR. YUTKIN: Thank you.

EXAMINER TAYLOR: Anything else?

(No response.)

EXAMINER TAYLOR: Thank you very much,  Mr.
Adkisson. Let's take five minutes then begin with
United Telephone.

{Recess taken.}

EXAMIWER TAYLOR: Are we ready to proceed?

We have the representatives from United
Telephone Company waiting to put on their presenta-
tion. Could I ask that they identify themselves?

MR. BUCHMANw: [lr., Tayvlor; my namé;is Alan

Buchmann, counsel for United Teleﬁﬁbne. 'The 

presentation will be made by Mr. MYérs,=Qho is the
Manager of Tell Planning, and he will be assisted by
Mr. Gratz, who is the‘Manager of General Tariffs.

If I can, I would remind everyone that

copies of our slides are out there for anyone who
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didn't get them yesterday.
EXAMINER TAYLOR;‘ Thank you, Mr. Buchmann;'
MR. MYERS: Certainly being fourth on the
agenda will ecertainly ke a;bhallenge for us. VWhat

I would li¥e to do in a few minutes is bhriefly dis-

cuss our format and structure then very clearly

illustrate what we mean Ey our rate development
methodology. Firct of all, our propnosal is very
simple. We simply propose to concur in our inter-
state access services tariff with the exception of
Section 4 which is the end user tariff, and we
intend to file a separate tariff which mirro;s or
looks very similar to Section 4, but withour rates
calculated residually.

We think there are several good reasons
why we should be allowed to concur as opposed tc
file a senarate application. First of all, tte
tariff is very comrlex, it's very veoluminous and
it involveg highlv sovhisticated users in a hicghly
technical arena g¢hat carn change very rapidly.

It would ke extremely hurdensome tb administer two
such tariffs.

Also the tvpes of offerings, the timing
of new offerings, the technical aspects within the

tariff would re identical for interstate and
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intrastate.

And thirdly, as has Lbeen previously
mentioned,.tﬁé recuirement for rété périiy coupled
with the conéurrence in the interstate tariff,
wé would have to interpret that interétate tariff
relative to state jurisdictien. Bv that I merely
mean every time vou see interﬁtaté ybu interpret
that to say state,

The format and structure, we have heen
ertirely consistent with the ECA format, as I thinlk
everydne that has filed a format tariff, you'li.find
that the structure is the same. There is good
reasons for this.

The effort that it took to prepare this
tariff, it's a huge tariff, highlv technical and
Righly comnlex and the resources were enormous that
it toolr to nrerare this tariff, probably hevend any
one comnany, particularly our companv.

So what we have done is, probakly one of
trke things that would warm vour heart where the
industry came together, was to garner their
resourcés ﬁo file a congistent tariff andthe ECA put
this together. We have keen consistent with the
nCA tariff,

Much of the lancuage in the tariff is the

ARMSTRONG & OKEY = 297 5. HIGH ST. » COLUMBUS, OHIO 43215




10

i1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

o S R ITI-30

staﬁﬁérd_kind of tariff language. Some of the

BISE

questioﬁé”fhat;have come up about fhe langﬁage} it
'is the simflaf‘kind of language_thét Ge ﬁave used
-in fariffs befdre throughout the iﬁdﬁé£ry; throughout
the country, and as a result we have made little |
attemnts to change that language.

Also as we have discussed, this tari?f
is subject to some minor changes as a result of the
lateness of the FCC ruling. We don't think thev
will be major hut there will he some minor chaﬁqes
that will he necessary. -

The actual structure of the tariff, as
vou have seen several times before, consists of
14 sections. These are standard ECA sections, there
are 820 ratable elements, 540 of those are recurring,
280 of those are nonrecurring,

I think that Mr. Billinghurst explained
several of the sections to you and went into more

detail. It is not my intention to go into detail

‘of indiviﬁﬁél sections, hut it's a standard format.

“ach of the sections is pretty much

designed,fas I said with the ECA standard approach.
We have at the beginning the defipitions, regulations
and ;atgs. We have included in our tariff all of the

standard rate elements, even thougk we don't offer
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those servicés, so that wheﬁ:wé do off§;'£hese
services we do not have to régfrupture{the entire
tariff. -ﬁe'have found that £oimake chégges in the
tariff the wbrk effort involved probablv extended as
the number of changes increase bhecause if 1 change
one I will have to change 16 other places and if I
change two I just increase that dramatically. So we
have chosen to stick with the standard rate elements.

Also any difference in this tariff and
other tariffs that we have used, probably there are
many more usadge-gensitive elements than there are
in any other tariffs., Most of the elements in our
method of recouping the revenue are from usage-
sensitive kRilling.

That is basicallv our tariff structure and
format and I would like to go into a little more
detail in our rate development methodology and
going to wallk down through a short example so you
can clearlv understand what wé ﬁean‘ﬁy mEQrorinq
of the ;ates‘and_residual end Q;;r célcuiation.

Our r#te development;ﬁethgdology is 5ased
on two rasic vremises, concurfénce“inﬁthéAinterstate

carrier charce, not end user carrier charge,

residually calculated end user charge. Again, as

~you have heard several times, the necessity for parity
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We don't have the ability to measure the difference
between intersfate términating traffic and other
types of connection. Also éven if we'dq'measure it
we would have a difficult time trying £0 bill' two
separate rétes.

The hilling mechaniém, and all of our
companies have some different hilling mechanism, +to
bill +this  access service tariff is verv difficult.
If we had two separate rates we would have to huild
two guch mechanisms and it would he very difficult
to say the least.

On the end user calculation we feel tﬁat
residual calculation, that you heard hefore, will
alsoc keep that calculation or that CALC charde te +hce
end user a$§ low as possible during the transition
reriod,

What T would like to do ié show wou an
examnle of how we develon our rate and what we mean
hyv mirroring of the rate. For example, 1f we started
with total revenue reguirement of one million, this
igs just an examnle, based upon authorized rate of
return, first step that we have tordo['we have to.

jurisdictionalize that revenue recuirement, and the

wayv we do that is using standard separations procedures, - .

division of revenue, hrealout between interstate and

ARMSTRONG & QKEY + 297 S. HIGH ST. « COLUMBUS, OHIO 43215



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

25

II-33

intrastaté.

For those of'you who are notlfamiliar,
that is merely aiproratiOn based on usége of é
commonly-used asset, asset that is uséd fof both
inter-intrastate, measure the usage and divide it,
say this 50 percent is used intrastate and that 50
for interstaté. In this case interstate has BD,OOO,DDD
intrastate has 70,000,000.

The next slide is a bhit foreboding,-so-I
will walk¥ vou down through it mecre slowly. Again we
start witht the toll revenue reguirement. We havé
hroken it down using standard separations procedures
interstate;intrastate. With the 30,000,000, first
step that we have to do is to divide that revenue
regquirement into two sections. One ig interexchange.
You heard the definition of that. That is merely
those assets totally associated with the toll network
and not the local loop. We divide this between those
assets and evervthing is access charage. "o have to
recoup that revenue via access charges.

The interexchange for the toll piece will
be recouped similarly to how we recourn it now, in
some type of a partnership with whoever those facilitie
are connected to. e Enow how to do that, we have

heen doing that fer vears and that doesn't cause us a
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probl em

*ig :; ; What is left over is brand new, we now
havé %4;000,000 that we must recoup some other wav.
Tﬁe next étep is to take what is left over and going
to get that revenue back in tﬁo basic forms.

Firét we have to divide it into traffic-
sensitive and non-traffic-sensitive. And again this
is based upon inventory suck as this is based on |
separation of assets, figure out if they are traffic-
sensitive and non~traffic-sensitive., HNon-traffic-
sensitive are those investments associated with the
comman line, That i1s the individual uvusers' access

+o the networlk.

The traffic-sensitive is evervthing else
up to the peoint of nresence of the interexchange
carrier,

Once we have physically separated those
asaéts, or revenue reaguirement in this case, we sav
12,000,660 each, 50 percent, The actual tariff has
about“SOO traffic-sensitive or usage—sensitivé rates
based upon features and functions, hut this is the
methodology we use to ¢et there, all the same, just
divide ur intQimore huckets,

Take the $12,000,000 divided by your total

rl

interstate minutes of vse, and in this case that would
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equal‘4 cents a minute. S; for9ever§_interg£ate-
minute of useryou are going to'be1 #he‘ingerexchange
carrier 4 cents a minute.

Now, still have 12,000,000 ﬁhat we ﬁave
to recoup that is non-traffic-sensitive. You are
going to get that bhack two ways. First on the
interstate side, the FCC just came out and said that
there is going to he a flat rate billing to the end
user, $2 on residence, $6 hbusiness and take weighted
average of that, 1t comes out akout, for our comranv,
32.50 we will sav. Multiply that times the numher
of loops, in this case it gives vou 6,600,0“0. We
need 12,000,000,

You get 6,000,000 via end user in the first
wrear of transitien in tke end user charge. What-is
left over, $€,000,000, we have to get in some other
mechkanism.

The wav we do that is take the total
interstate minutes of use into that-ﬁ,dﬂo,ﬂﬂo and

it comes out to 2 cents a minute. We-are going to

hill that to the carrier.

So the hottom line is started with
$30,000,000 we had to recoup, broke that down into
6 and 24, 6 we are going to do like we have alwavs

done, weé know how to do that. -
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The 24 hroke down'into two pieces whiéha“
is usage%sensitive-of traffic—éensitivé; and the.
12,000,000 we;will bill}dﬁ_flat mihutes of?USage, L s
minutes of usage hkasis iﬁtéfexchaﬁggcarrief aﬁdfthié
piece you get back two wavs, G,bO0,000 end user
and 6,000,000 residually that you hill to the
exchange carrier.

On the interstate side this piece is
pcoled by the ECA, it's a mandatory bool and tlre
examnle here is that mv revenue requirement'and‘ECﬁ

rate happen to ke the same. It is possible for

any revenue recguirement and the ECA to be some other

rate, but for simplicity let's assume that sane

rate, ECA comes out 2 cents a minute.

Wwhat happens is now the carrier rate for
every minlite of use 1s traffic-sensitive and the
residual amount Qf 6 cents a minute forevery minute
of wuse. Fror that vou get 12,000,000, 18,000,000,
get the other 6,000,000 to get mv 24,000,000 fron
the end user.

Dkav. I need to review very guickly how
we got the interstate piece of the rates hefore
we can discuss mirroring.

You start back, total reveﬁue redquirement,

again talk down through this one, come over herc,
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intrastate side, .we have $70,000,000 we have to

get. Again the first'step is phfsically aivide that
revenue requirement based on the physical inventory
0f the assets, certain amount of it engaged onlv
in teoll. We are going to pull that out.

What is left over, $60,000,000, that is
what is involved in the access charge.

liow, this is a different methodology than -
the interstate piece. What we started with is the
carrier charge and mirrored this rate. This rate
had the traffic-sensitive costs and it residually
cost 6 cents times of use and that generates
55,000,000, We take that 55 off, what is left over
ig 55,000,000. We simply divide that by the number
of locps times number of months, 12, that 'is
32 per loop.

T"he interstate subsidy is built in this

number and will be during the transition period and

this keevns the end user charge as low as possible.

That is the basic methodologyron mirroring
of the rates énd the residual calculation of the end
user charge.,

We were asked to discuss how our'proposal
ig different frem Ohio Bell. We propose to concur
in interstate tariffs just for the burden of

maintaining two separate tariffs.

ARMSTRONG & OKEY » 297 5. HIGH ST, « COLUMBUS, OHIO 43215




-3

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

II-38

Secondly obviously our rates will be

'difféﬁenf} our rates built on individual companies’

héoéﬁsfand'end user residuél‘calculations will be

different. | .

Ohio Bell will offer more services thaé
e offer and there is some miscellanecus differences
in the tariff that we have seen, some rate bands éféi
different thch could cause them to have either a
few more or few less rates depending on more oOr
less rate band and directorv assistance kind of
verbiage,

That concludes our formal presentation.

ZXAMINER TAYLOR:  Any guestions?

MR, YUTHEIXN: Yeas.

EXAMINATION OF MR. MYERS
Iy Mr. Yutkin:
Q ilas your company any evidence within vour
territbriéé of bvpasses?
A - HNo, sir, not at this time,

0 'Is it technologically feasible to limit

nhone service to local exchances?

A. Technologically our answer would be the

same . as Ohio Bell's, technologically, ves, it can

2¢ done. Who would pay the cost? It would be
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extremely expensive in 6hroff£ce?i-probablf much
more so than Ohio Bell's_i é;' |

g ‘Would you'prgvide_ﬁhé égﬁmission with é
copy of some sort‘of cost study as to what it would
take to limit that service?

A We don't have a study available to do that.
It would be a costly study to develop, to go in and-
determine the engineering required in each office
that we have to screen calls.

0, Would you just then develop some sort of

methodology ©of what it would take technologically,

not putting figures in, justgive us technological data,

what technology would be necessary?
A Do you mean a general engineering descrip-

tion of what would be reguired?

0. Correct,
A, Yes.
0. What is your company's position on

establishing pooling withinjthe State of Ohio similar
to the ECA?_

A -Philoséphicallgiwe are agéinst pooling.
We think it does not provide tﬁé proper incentives
for efficiency and in essénée’proper price signals
to custoﬁers. During the transition-period nooling

may be acceptable. There's so many different types of
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bools_that it would be hard to tell who is invol’

and who isn't involved and how to calculate what

you pool and what you wouldn't pool. It would bé’

very diﬁficult'to make that kind of informed comment
on whether we would participate in aﬁy particular L
pool until we saw the specifications of that pool.
But in the transition period it may be aéceptable.

0. How do you feel about surcharge being

established for AT&T because of superior interconnec-

tion?
A. On the intrastate --
0 Basis.
a, I guess really I don't have an opinion on

that,. I don't know.

0. Included in your tariff you have a chart
on how access lines for Centrex systems are develoved.
iiow did that chart come about? Was that just

general - or =-

A You are talking about the trunk equivalency?‘

Q.- Right.

B. Two issues there. Firgt, we don't offer
Centrex service. Centrex CO service you stated?

oon't offer Centrex CO service.

I believe a case just came up before the

Commission on Centrex service being offered by United, -
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I think iﬁ'srcu, but I can cheékithaﬁ.— The way the
trunk equivalency ratio was developed, it was
developed by the ECA, national average. We adopted
that as they'ﬁave'developed it;

0. Aé vou said in your earlier presentation,
the specific wording was_accépted-as it was from the
national ECA tariff?

A In most cases, that is correct. We felt
that the resources applied to it at the interstate
level, ECA, were very large and that thev had
probably the best vantage point to do a good job.pf
wording that tariff. Yes, sir.

0 Whét exactly are the effects on your tariff
that would come about by the recent FCC order?

"B Say that again, please.

o What effects will come about by reaaoﬁﬂ
of the FCC order concerning your tariff?

B, I don't kﬁow the answer to that. There
will be some minor changes, we are sure -- we think.
We have not seen that order. Until we do it's very
difficult to say what impact it will have.

EXAMINER TAYLOR: Any other gquestions?
(No response,.}
EXAMINER TAYLOR: Let me ask this

Jguestion.
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EXAMINATION OF MR. MYERS

‘By.'Examiner Taylor:

';5 ¥ 0 Could you explain for us the makeup and

the function of the ECA?

A '0f the organization itself or of the rate?
0 The organization itself.
A. Hot in detail I could not. There is a

temporary organization established now, it is
predominantly staffed with AT&T folks. It has e
representatives from USITA and some of the other
independents. We have a representative on that,
our parent company.

The detail of the organization, no, I
could not give you what that locks like. They hagve
drawn upon many, many resources of AT&T and the rest
of our companies.

Q What 1is itsrpresent function?

A The immediate goal of it is to develop
theiECA tariff for everyone that has concurred infu
itiand-to establish a format that will be used

throﬁghout nationally by all companies.

It would not be possible for the FCC to
review 2400 different formats of tariffs of the
length of this one in the time frame they have to do

it, so they have established basic format structure
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and they have to dev;iéplﬁdth ﬁiaffic-sensitive
rate for thpse compagiés fﬁéf ﬂave éoncurred and-
they have to d¢V610p;ﬁhe é%f}iéfsfcarrier charge or’
residual charge-and méndatory pool £hat we all par-
ticipaterin. |

0. All figures are an average figure, nation-
wide average figure? -What use or what kind of

specific numbers are they going to be used in

developing —-

A Depends on the people who concurred in that
tariff, I am not sure this company -- that is the
largest cobmpany, but i1t is not == the traffic-

sensitive portion of the tariff, the BOC's are not
the largest company, so would not be a nationwide
average. It would be an average of the commanies
who are concurring in the tariff.

All companies submitted data and those
that have chosen to concur in the traffic—sensitive
would be an average of onl§ those companies.

On the carriers' carrief charge{ residual charge
that I show, that will be a nationwide average, ves,
sir, |

0 Is United préSently involved in or does
it pian to becone invo}ved in handling interexchange

toll traffic?.
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A . We do carry sonme of;our'own interér o d

exchange traffic now, use within Qﬁf*LATA,'iﬁ}éoufgé‘
will. I
_ . ER ;i-

0 Are there any present plans to expand
beyond your LATA, iflyéu will, in handling toll
traffic? |

A I am not quaiified to answer that guestion.
Certainly we are looking at that option. Wouldn't
say that we have concrete plans to do so vet. T
con't know.

o Aam I correct that unlike Qhio Bell and
General vyou have no prohibition on entering the
interexchange market?

A Yes, sir, that is correct.

0 What do you view as the ramifications of
your service area being excepted by Judge Greene in

»
his decision on LATA'sg?

A. Basically it will prohibhit Ohio Bell from
compating with us intralATA. We will still competeﬁ
with AT&T and anvy otner intcrexchange carriasr wifhin_
our LATA or within our GMA.

o That is the scle ramificaticen that vou see
in that decision?

2. I am sure there are others., That ié ﬁhg

one thelt hits me right now.
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FURTHER IXAMINATION OF MR. MYERS
By Mr.-Ythin: | )

0. How ddfyouféiaﬁ to bill the RBOC for -
interconnectiqh'in United's territory nog éithin your
GMA? |

a I am not sure I understand that.

0 In United's territory outside thé GMA -
now would you bill the BOC for interconnection with
vour local exchanges?

b, We will use access charges, That is our
intent richt now.

& Wihat is the bhasis for the access charne?

A We are an'eXChange carrier. If an inter-
exchange carrier wants access to our exchange we-
will bill them via accaess charge tariff.

MR. YUTXKIN: Thank you.

EXAMINER TAYLOR: Anything else anybody
nas?

(7o re?ponse.)

LXAMINER TAYLCOR: No further guestions?
I guess I have one that T would ask as kind of an
afterthought here,.

I would ask if United has givoen any con-

sideration to what mechanism they will utilize to

tlace tariffs relating to access charge into effect

ARMSTRONG & OKEY = 297 S. HIGH ST. = COLUMBUS, OHIO 43215
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'ﬂbyﬁ;—l—84'on intrastate bagsis in Ohio?

s

R ;MgiaﬂYERS: ‘That is if'Wercannot éoncur

|'~in interstate is what you're saying?

EXAMIﬁER TA?LOR: Yes.

MR. MYERS: I will refer to Mr. Buchmann.

EXAMINER TAYLOR: Fine with me .

MR. MYERS: I don't have an answer to
that.

MR. BUCHMANN: I would presume we would
attempt to file, given the conditions that the
Commission would ‘ask under what statute, I will use
as many as possible. But I think that this will be
a first £filing for United, and if not that action
could be taken under 4969.16 because the absence of
a rate for this service throughout ourrservice
territory certainly is going to be an ewmergency for
our customers.

UNIDEHNTIFIED SPEAKER: We can't hear.

MR. BUCHMANN: I said that given the con-

citions of the Examiner's question of how we will file

with the Commission, I thought that this would be a
first filing ﬁnder Section 4909.18; I would go‘on

to say that the Commission having had this proceeding
sureiy would be in a position to promptly decide

whether the filing reguired a hearing.,.
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ety
o

I would glsb%éuﬁﬁést that the filiﬁgrcould
be ‘accomplished und;r:a&99.%ﬁ becauge the absencél
after Jaﬂﬁéry Iof'}héé?gte }or this service would
create an emergency fOF OUr customers.

EXAMINER TAYLOR: Any other questions?

(No response.)

EXAMINER TAYLOR: Thank yvou. I am going
to take a lunch break until 1:00 at which-time we
will put on Cincinnati Bell.

Also I askedthat_a representative from
Mid-Continent be here‘to explain certain aspects of
their filing with us and I would ask that if Mr,
Prohaska or Mr. Schneider are in the room, before they

leave I would like to talk to both of them, nlease.

Thereupon, at 11:35 o'clock, A.M., a
recess was taken until 1:00 o'clock, P.M., of the

same day.
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Thursday Afternooh Session.

© August 11, 1983..°
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o

EXAMINER TAYLOR: 1Is Cincinnati Bell
ready to proceed?‘Couldryou infroduce who is making
the presentation and p;oceed?

MR. STROPES: My name is William Stropes
and I am the District Manager of Tariffs for
Cincinnati Bell. With me is Bob Sigmon who 1is
District Manager of Economic Analysis.

My presentation this afternoon is rather
short. I will attempt to clarify where our tariffs
differ from the tariffs that have been presented thus
far. At this time I den't intend to recover a lot

of the examples that have been covered up to this

‘moint.

Concerning structure and format for our
tariff, Cincinnati Bell's access service tariff ?UCO
No. 1 is a rewrite of the latest edition of the model
intersﬁate access service tariff provided by:AT&T
for the ECA. This tariff is customized in wdrding'
and structure to reflect intrastate Ohio activitiés,
The tariff proposes to concur in end user charges
contained in the toll tariff of Ohio Bell Telephone

Company and to refer to it's own access service tariff,
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FCC 35,'for'ca:rier.ac¢ess chargeég Spécific coﬁmeﬁts
concerning the structure of the pro§oSed-£ériff are
as follows: | | .
| Concurring dmiconhectiﬁg carriers are
not listed since these negotiations are still ﬁnderway.
It now aépears there will be no concurring carriers.
These will be provided by amenament at a later date.

A map of the Cincinnati market area or
LATA is under design and will be provided as part of
the general regs Section 2 by amendment at a later
date.

Section 3 which refers to the carrier
common line in the ECA tariff is created to support
the Universal Service Fund and provide a charge fpr
premium access. It is our understanding that the FCC
reconsideration order will address this area and
could delete the flat premium charge for ATE&T.
Insﬁead a minutes of use charge would be appliec that
is somewhat higher than that applied to other carriers.
It would be our intent to mirror the interstate rates
for intrastate apprlication for the Universal Seryi;g
Fund and the Transitional Surcharge. Since the
ground rules for these items are still not settlea

this zection wag reserved and not filed on August 3,

1933. It will be provided by amendment at a later

ARMSTRONG & OKEY « 297 5. HIGH ST. « COLUMBUS, OHIO 43215
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. _ Segtion~4, End User Access outlines
concurrence in the ohio Béll toll tariff for this
charge. |

Section 5, Ordering Options, Section 6,
Switched Access, Section 7, Special Access, Section. 9,
Directory Assistance, Section 10, Special Governﬁent
Services, Section 11, Special Routing, and Sectiqn 13,
Additional Engineering and Labor, the rates in gﬁése
sections refer to FCC 35 for charges. In accordance
with the order of the FCC in Docket 78-72, the
interstate carrier access rates are to be adjusted
annually in order to remain current with costs.
By adopting a system, such as proposed here, whereby
the interstate rates automatically adjust to conform
wiﬁh the interstate rates.

Section 8, the Billing and Collection
rates also refer to FCC 35. This section may be
aliowed a separate option of concurrence on individual

company rate design, as is allowed to End User

Charges, by the FCC. If this ovntion is allowed in

the reconsideration order, the intrastate approach
to this section could changoe.
Section 12, Specialized Service would be

wrovided on a cost incurred basis similar to our

ARMSTRONG & OKEY « 297 5. HIGH 5T. » COLUMBUS, OHIO 43215
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-t
-

- special assembly provision in our PUCO General

Exchange tariffi:j The refé?ence te FCC 35 is incorrect
due to word prchSsihgferror. This also will be

»

corrected by amendment at a later date, o
Section 14, Exceptions, is not applicable

to the intrastate tariff since déletions need not be

identified. They are simply deleted from the tariff.

Cincinnati Bell concurs in the CALC filed

by -Ohioc Bell. Procedurally we had no alternative

since it appears that-the CALC is a rate increase;
and must be included as part of a ceneral rate case.
At the time that such a filing needed to take rnlece
very little was known as to the applicable TCC ground
The intrastate CALC will depend unon,
among other things, the applicable ﬁoll rates whigh
are also unknown at this time.

Cincinnati Bell also feels that the intra-
interstate

state carrier charces should mirror the

charves. t is basicaily felt that the costs are

the sane whether-éic-call éwitched is interstate or
intrastate and that point of origin of the call would
»moe unlaown by the iocéi company .

Cincinnati Bell is concurring in the RCA

+

tariff for interstate carrier charges agné develooing

LL

its own interstate CALT.
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The cost methddology used is

outlined in Part 69 of 78-72. ;fF

That concludes our initial éféséqté%ioﬂ;

EXAMINER TAYILOR: Before I ask if thefg is
any cuestions I would like +o0o make a request. There
ras -been consideréhle mention of eight hundred and
some ratable items contained in these type of
tariffs. Could you perhaps summarize the gist of
these ratable elements? In other worcds do they
inveolve special categories or how -~

MR. STROPES: Most of the rate elemeﬁts
that I think have been referred to so far in this
rroceeding are not great in numher but represent a
large amount of revenue. Offhand without doing a
special study it appears to us that about 73 percent
of the rate elements in the tariff'really reflect
about 10 percent of the revenue and deal with the

pnrivate line data categories or special arrangements

or unigue situations in private line.

EXAMINATION OF MR. STROPES
By ilr. Yutkin: )
0 In vyour prepared Statement you'mentioneé-
a LATA map would be forthcoming. I waén't,aware that
Cincinnati 3ell had been given a TLATA. What, exactly
ARMSTRONG & OKEY » 297 S. HIGH ST. » COLUMBUS, OHIO 43215
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IT-53

do you mean by that?

A Cincinnati Bell is referred to as non-
associated on the FCC maps, okay, or the Judge
Greene appro?ed LATA boundaries. However, Cincinnati
Bell will be filing with this Commission and with
the FCC a market area for the Cincinnati area including
a map and a description of that market area.

0. What advantage would there be to the
company to have a general market area?

MR. SiGMON: Right now there is no concrete
definition for what nonassociated means. It seems

to me it would be difficult to administer anvthing,

including carrier access type charges, for an area.

area so that we can divide our investments up
between interLATA and intrallATA type of settlements.
S50 we nced a definition primarily I gqguess for scttle-
ment purposes.

0 "Would vour LATA include areas in Kentucky
and Indiana or just for the State of Ohio?

MR, SIGMON: The proposed market area map

includes the areas served by Lawrenceburg, Indiana
and also our operating territory in Kentucky.
0. Thank you. Has your company any evidence

of bypass currently operating in vour nonassociated

ARMSTRONG & OKEY » 297 5. HIGH ST. « COLUMBUS, OHIO 43215
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territory?
A {By Mr. Stropes) Yes, it does.
Q. Could you give me any examples?
A, I can speak -- I would prefer to provide

those to you at a later time.

Q, That would be fine.

A, If that is possible.

I can tell you that I know Proctor & Gamble

has constructed a microwave system to relieve them
of some of their private line charges. We do have
other specific cases that have been brought to my
attention by our Marketing Department and I could

summarize those for vou.

Q Fine. You could prepare those and provide
those?

A Yes.

0 Is it technologically feasible for your

company to limit phone service to local calls?

A Yes, I believe that it is. I am not an
engineer but from the information that has been
nrovided for me it's technologically possible for that
to be done. I don't know whether it's feasible.

It would seem to me that it is not technologically
possible for that to be done by January 1, 1984.

It is also economically not feasible.

ARMSTRONG & OKEY + 297 5. HIGH ST. « COLUMBUS, OHIO 43215
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0. Is that just an estimate or a guess or
do you have actual figures on that?

A I do not have actual figures.

Q. How difficult would it be to obtain these
figures for a reasonable guesstimate?

A I think previously you asked one of the
other companies if they could provide you with maybe
the engineering methology that is needed to determine
that, and we could probably provide the same kind of

information.

Q. That would be satisfactory.
i Okay.
0 Does your company have a position on

establishing pooling arrangements intrastate similar

to the ECA arrangement?

A. We would rather not see a pool for intra-
state.’

0. Dkay.

A It would be an administrative burden. It'

procbably not needed if you would considexr a bill anc
keep arrangement.

MR, YUTKIM: Thank you.

EXAMIN'ER TAYLOR: Any other gucstions?
Anvbody have anything?

MR, YUTEIW: BExcuse me. e received

ARMSTRONG & OKEY = 297 S. HIGH ST, « COLUMBUS, OHIO 43215

o

o




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1I-56

responses from some of the smaller companies, or
tHlarlan Telephone Company, indicating they were going
to concur with your tariff.

MR. STROPES: I did not know that and it
does not surprise me. They haven't officially let
us know about it.

MR. YUTKIN: Okay.

MR. SIGMOK: We don't have any problem with
ilarlan concurring with our tariff though.

LXAMINER TAYLOR: Yes, sir.

MR, INMAN: Karl Inman representing the

Onio Association of Radio -~ Common Carriers.

EXAMINATION OF MR. STROPES
By Mr, Inman:

0. Do you have currently in the Cincinnati Bell
territory any evidence of a bypass network that has
been established? If not, do vou anticinate one that
would be established? This is following up on some-
ching that you brought up the other day in a comment

to Mr. Billingburst about whether or not the Bell.

companies may use bypass network and can you give me
an lidea what you see pnresently and in the future?

a. I am not sure I understood the question,

Are you talking about the telephone company byvpassing

ARMSTRONG & OKEY « 297 S, HIGH ST. « COLUMBUS, OHIO 43215
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itself as we discussed the other day?

Q Yes.,

A Well, I cuess an example of that might be
on this P&G microwave that was discussed. Proctor &
Gamble asked us to bid on it, on building their
nicrowave system for them, essentially build those
facilities, build the facilities that were going to
be used to byprass the telephone comnany. Ve did
bid on that but did not get the bid.

| 0 Do vou know as to whether or not there
is technolooy that mav be available through ceither
computer software or whatever that will put together
all information on bypass networks in vour area and
pogsibly select by cost analysis whethery or not vou
should use that network, so recommend to a customsar
to use that or not?

A I don't know of any such item.

IXAMINER TAYLOR: What was the answer?

AR, STROPES: I don't know the answer.
It sounds to me 1like it might be a good business for
somebody to go into,

EXAMINER TAYLOR: Anyone else have any
questions?

COMMISSIONER SCHRIBER: That is an

interesting resvonse because the other dav we heard

ARMSTRONG & OKEY 297 5. HIGH ST. « COLUMBUS, OHIO 43215
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that the companies were expecting to be the low-cost
2roviders of bypass, in fact that they would he
expacted to be highly competitive with other wnossible
bypassers. Do you see vourself in that nosition or
do you conceive of a situation where in fact you --
MR, STROPES: Where we wduld compete with
ourselves?
COMIIISSIONER SCHRIBLER: No, with any
other bypassers. Can you conceive of a situation
where it came down to ¢ost and you simply could not
compete with cothers who can provide hypass sesrvice?
MR. STROPES: If the ratgéﬁare artificially

set not in accordance with the cost I would think that -

o

that is very possible. 1If it is based on cost and
we are competing just like anv other marketplacé I
suess --

COMMISSIONER SCHRIBER: If prices are not
based -- suppose that you were underpriced for
purposes of another hypass or cetting a toehold on
that market, Do you expect to then have somne sort of
a leave to go in there and compete with then even

though it rmight e helow your cost also?

#R. STROPES: Do you mean would we offer

gtuff below cost?

COMMISSIONER SCHRIRBER: In order to compete

-
ri

1 someone who might be --
ARMSTRONG & QKEY = 297 §. HIGH ST. » COLUMBLUS, OHIC 43215
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MR. STROPES: Gee, I never thought of that.

MR. SIGMON: The answer is, no, we would
not sell anything below cost. And I guess I would
have to disagree with the answer of the other company.
I don't think we would always be the low-cost
provider, There could be some technologies that
we would not have the expertise that someone else
would. We do not expect to have the total share
of the market. We just’want the opportunity to =sarn
our share.

EXAMINER TAYLOR: Anvthing else?

{ilo response.)

EXAMINER TAYLOR: I want to ask tﬁe
representatives from Cincinnati Bell to compare'the
position which they have tendered before the
Commission with those of the four »nreceding companies
and compare and contrast the position put forward in
vour tariff, principal differences as compared to
Ohio Bell, General, United and Centel.

MR. STROPES: I guess one difference is
I believe we were the only company that proposed
concurring in Ohio Bell's CALC. Of course, Chio
Bell has to set the CALC, but the other companies
did not propose doing that. They proposed a residual

approach to come unr with what the CALC is.
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Our legal people, they are not with us
today, would indicate they don't believe we can do
that; that we have, as things stand right now, we
have to concur in the Ohio Bellrtoll tariff which
outlines their approach to CALC. We are concurring --
we have developed our own intrastate tariff for
carrier charges. However, for the rates we refer to
our interstate tariff.

I don't think anyone else made that
approach. The other companies, a lot of the other
companies, are mirroring, but in wording and nhilosovphy
we nave taken a look at that interstate tariff and
attempted as best we could in the gshort time that we
had to make a filing to design thét tariff so that
it would serve us better intrastate-wise or be more
of an intrastate tariff than interstate.

So we do have an intrastate tariff with
policies and philosophy but rates refer to the inter-
state tariff. Ve have a statement wherever there are
rates and charges in our tariff saying you have to
go to the ¥CC 35 for those charges.

Another problem apparently is if we have
to adjust rates in the interstate arena for carrier

charges annually, when that is done you would have

to apply for a rate case in the State of Ohio which
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takes approximately a year to process. So the dog
would always be chasing its tail. You would not have
uniformity of rates and you would have an arbitrage,
always be trying to catch up in Ohio with whatever
the interstate rates were if the Commission allowed
the mirrocring approach or equal rate philosophy.

So it seemed to us that the way possibly'
toc do that was Jjust automatically refer to the FCC
35 for the rate structure so that when the rates are
reconfigured annually interstate they automatically
would be reconfigured annuwally intrastate.

EXAMINER TAYLOR: Do vou see a need for
a state fund or state mechanism to offset high cost
companlies in the access chardge arrangement?

MR. STROPES: We do not favor that. We
woula nope that --

EXAMINER TAYLOR: I asked if vou see a need
for something like that.

MR. STROPES5: The information I have had
indicates that most if not all the companies in the
State of Ohio are low-cost companies and I don't
see the need,

EXAMINER TAYLCR: Would you repeat that?
Someone did not hear the answer.

MR. STROPLES: As I see it from the
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information that has been given to me most or all of
the companies in Ohio are considered low-cost
companies and don't see a need for that.

MR. SIGMON: Plus the ECA high-cost
riechanism applies to a company's total cost which I
think would provide coverage.

EXAMINER TAYLOR: Your proposal to concur
in the end user access, that would be established
pursuant to a Bell rate proceeding, Ohic Bell rate
proceeding, that would be by way of concurrence, is
that correct?

MR. STROPES: Yes.

CXAMINER TAYLOR: Whét would yvou anticipate
to be the cost figures that went in to determine
that rate in the Bell case? Would it be Ohio Bell's
or would it be state average or would you include
only those companies proposing to concur with Bell
or what kind of numbers are we talking about for
developing the end user access charge?

MR. SIGMOW: Since the $4 CALC is in
their toll tariff and we are going under the assumption
that it would be a uniform toll tariff in the entire
state, it would be my belief that it would be total

cost, statewide cost.

EXAMINER TAYLOR: Statewlide cost?
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MR. SIGMON: Yes.

EXAMINER TAYLOR: What mechanism would
Cincinnati Bell propose to notify its customers of
their proposed concurrence in any end user access
to be set in the Ohio Bell tariff?

MR. STROPES: I would imagine it would be
similar to the methods of notifying customers of a
toll increase with an Ohio Bell rate case. That would
be done through newspaper articles and bill inserts.

EXAMINER TAYLOR: Since your answer refers
to now notice would be given that the rate had been
set, I am asking you how you would notify them that
the case was pending; that vou sought concurrence and
that they would be affected by that end user charge
set in Ohio Bell's case and, therefore. should have
some opvortunity merhans to particivate in that Ohio
Bell proceeding since that rate would affect them?

MR. STROPES: I am not following vour
cuestion. If you have asked if -- have we notifieﬂ
pur customers at this noint that our plan is t6 concur
in the Ohio Bell end user charge, we have not. If
vou are asking are we nlanning on including that as
part of our information packacge for our customers in

the future, the answer is that we are.

EXAMINER TAYLOR: I awm asking vou if you
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have any plans for notifying the customers of your
intention to concur in the Bell case and the rate

which you would be concurring in would, therefore,
affect themn.

MR, STROPES: I don't know. It certainly
sounas like something we sheould do. I do know that
we nave an information package being devaloped now
to notify our customers of the whole procecdino,

I would be most happy to check to see that we do take
this aprroach notifving them that our prorosal would
refer to the 0Ohic Bell rate case.

EXAMIWER TAYLOR: Any other guestions?.

{..o response.}

EXAMINER TAYLOR: Thank wvou.

MR. BYTROPLS: Can I get twe more cents
in? The Commissioner asked the question yesterday of
companies and I don't remember if he asked it this
morning, but it was referrina to the companies’
anproach, and I don't remember the exact wording,
but determining who wasg needy and who isn't needy
and having a —- would vou ask‘me thét?

COMMISSIOHER SCHRIBER: The FCC has provided
that upon reguest or some w»rocedure a company nay
suspend the access charge for some class, I am not

sure what it would be, of customer. Do you have a
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position on that?

MR. STROPES: Yes. Our company policy
would not be to suspend the access charge for some
class of customer. It would be very difficult fof
a telephone company to determine who was privileged
and who was underprivileged or who is needy and who
is not.

As you know, many agencies have tried to
datermine that in the past lots of times, government
agencies, in applying such an approach and it's a
very, very difficult job. However, Cincinnati Bell
does helieve in a low-cost alternative access service
for its customers, available to any customer who
would want a choice., That service, under the ground
rules, that service micht happen to be, in this
case, optional measured service., Thank vou.

EXAMINER TAYLOR: Anvthing else we should

ask?

MR. LTROPES: No, thanks.

GXAMINER TAYLOR: If there is nothing else,
thank you. I have asked that representatives from

Mid-Continent System give a brief presentation

explaining theilr position on the access charae

question.

Please introduce your group there and go
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ahead.

MR. CASE: Good afternoon. ©On behalf of
Mid-Continent Telephone Corporation, its operating
subsidiaries in the State of Ohio, my name is Bill
Case, I am counsel for those entities. And with me
today from Mid-Continent are Dennis Curry and Harlan
Tracy and my associate, Tom Lodge.

I would like to speak to the filing which
we have made relative to this docket. First we agree
in concept with the structure 0f the Bell tariff that
has been presented. In short, we recognize the
necessity for parity on carrier charges.

We also recognize that it is in the best
interest to have uniform end user charge because of
the position that we have taken on parity. However,
we cannot concur in the rates that Bell may come up
with for carriers' carxier charge. And the reason
is that our traffic-sensitive charges will be
established by the Exchange Carrier Association and

Wwe believe those rates will be announced sonetime in

ceptember.

And if we are going to have parity we have
to have parity with those rates rather than rates that
Bell will establish. So while we cannot tell exactly

what those rates are today, it would be our
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anticipated approach to utilize those rates for our
carriers' carrier charges intrastate.

Now, other than that we only have one
disagreement with the tariff filing of Ohio Bell,
and it is gtrictly a fundamental disagreement and
also is a disagreement with regard to the other
conpanies’' filings in this case, and that has to do
with intrastate pooling.

We have heard a lot of talk about the need
for price signalling, proper price signal in the
industry, but I think one thing that Mid-Continent
believes is that we are a public utility and serving
the public, And as such we have a mission of pro-
viding good service at reasonable rates. And that
1s always our first and foremost mission as a utility.

If is the posgition of Mid-Continent and
itssubsidiaries that if there is not intrastate pooling
of all toll-related services, access charges, interLATA
rooling, whatever, that our subscribers, and
particularly subscribers of the hiéhgr cost compahnies

of this state, are going to have their rates go up

and may go up significantly. And that is what we
are here to try to avoid, and we may suggest it in our

filings with this Commission which I think does that.

What we have suggested is that all access
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charges and intralATA toll with the Bell Company be
pooled much like the Exchange Carriers Assoclation is
doing now and much like the Staff has suggestéd in

the Gtate of New York. We attached to our filing what
the New York State Staff has recommended in that
state.

If the industry could come up with a
better suggestion of how to compensate the high cost
companlies for what is going t¢ happen we would be
more than willing to answer or listen to that. But
so far we haven't heard anvthing and we believe
pooling is the only way to go about it.

The high cost factor has been mentioned
I think by most of the witnesses who have opposed
intrastate pooling as being a savior, if vou will, for
the T8 costs that the high-cost companies will incur,
saying in effect that will take éare of it.

First of all, the IHCF will not be effective
until 1%86, and at least QOhio Bell in their tariff
filing did recognize this problem and indicated that
they would not be opposed to some sort of transitional
pooling reéuirement. Wie think that is a positive
sten.

However, even after the HCF goes into

effect that 1s not going to end the problem, and I
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think 1f you just look at the exhibits that Centel
attached to its pleading yeéterday vou will see what
we mean, That high-cost factor merely shifts alloca-
tion of some of the NTS plant from intrastate to
interstate, but doesn't shift it all, and with the
companies that don't have as high a cost factor, those
companies under 115 percent of the averace, they are
not going to be made whole by the high cost factor.

How, there has been some sucggestion that
maybe that 1s not all bad, that mavbe it would be a
good incentive for the higher-cost companies to try
to reduce their costs. We don't think that is
correct. And it seems to assume the pronosition that
because a telephone company has hicher costs thdf
somehow 1t's more inefficient than a company that has
lowar costs.

I think that the Commission well recognizes

that this problem of nigher cost nhas a lot to o

with the geography of a particular area serving a
number of customers, it mayv have nothing to do with

efficiency whatsoever. The way I look at it is like
telling a paralyzed man teo walk, throw away his

wheelchalir. There is a polnt at which we szimply are
not going to be able to recover those costs as high-

cost companies.
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As Ohio separations and settlements work
right now intrastate there is already in effect a
nodified pooling.arrangement whereby Ohio Bell
administers intrastate toll revenues and disburses
it. And as far as I know no one has ever sunggested
that that hasn't worked well for the State of nhio,
for the customers and for the telephone utilities
involved. They have those resources, it's in place,
Je osuggest that that mechanism should continua.

I guestion and Mid-Continent questions
whether small companies of this state which are
nign-cost and don't have the tynpe of manpower that
maybe some of the bigger companies have will have the
knowhow and means to bill and collect revenue
indapendently in the types of complex access charge
plans that are under scrutiny by this Commissiop at
this time. As I already suggested, the New York
staff has taken a pnosition much similar to the one

we are advocabting todav and we would commend to the

Ohio Staff and the Commission's attention that

-~

I would like to bring to the Commission's
attention one nroblem which a lot of the small
companies have, including several of the ilid-Continecnt

subsidiaries. I do not know at this time what the =-
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what the non-traffic-sensitive costs are for several
of our companies, and venture. to say that many of
the smaller 48 or so other companies in this state
that you haven't heard from vet are in the same1hbat.
This is because these companies have been what is
called average settlement companies and they simply
apply model average telephone companies' cost to
recover their cost both interstate and intrastate,
but to date that averace settlement company model
never nad in it WTS costs broken cut. That is why
LV - .
when this Commission asked us to report our NTS
costs we were unable to do so for some of cur companies
This could produce a problem on down the
line, just bringing it to your attention now, because
we see something we are going to have to deal with
with costs probably aigher than $4 which has been
the rate suggested by Bell.
We don't know exactly what they are, but
as it stands right now since we don't have a cost’
study we had no choice really but to concur for the
time being in that rate, and I think thrat is the
reason why many of the companies, smaller compaﬁies,
have concurred.

It's our understanding that the Exchandge

Carriers Asscciation is going to be developing an
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average schedule of NTS costs and hopefully that will
be available socon.

We would suggest that alono with the
mandatory pooling which we have advocated in this
proceeding at least for the time being, that for
those companies that cannot provide cost studies that
whenever the ECA information is available in the
form of average NTS costs we be permitted to utilize
as our costs for establishing our right to the proceeds
-ofwhatever fund is available.

We are sensitive to the bypass issue. We
do not believe that the proposal which we have set
forth today is in conflict with the goals of
competition. We have a problem here in that there
are the conflicting social.justice needs to keep
telephone service priced so everybody can afford it
with the goal of competition. We tfy to do that. Ve
think we have struck the proper balance in this case.

We would say that our positicn is closer
certainly to the FCC position than what the other -
companies have advocated, and I believe that it would
be in the best interest of the ratepavers, telephone

companies’' subscribers of this state. Thank vou.
E¥AMINER TAYLOR: Does the Staff have

any cuestions?
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MR. YUTKIN: Yes.

EXAMINATION OF MR. CASLE
By Mr. Yutkin:

0. Would the pooling system you are suggesting
be mandatory?

A At least initially we would advocate a
mandatory pooling of all costs like the New "York
staff has suggested. As I said earlier, the means
of the smaller telephone companies in this state to
adniinister the complex rate elements we have all
been speaking of, we just frankly don't know if they
are going to be able to get up to speed. I think
over time the traffic-sensitive element could come
out, but I think certainly the NTS as on the federal
level shoula be mandatory.

0 Do you have any figures on what percentade
of the companies would fall in the high~cost category
in the State of Ohio?

A it's hard to say since some of them are
on average schedules. I don't know exactly what
their costs are. As I said, we think our companies
are over 54 cost. Pretty sure of it, but very hard
to give you an exact figure.

) I would like to go into another area briefly
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and find out what your opinion would be of general
market areas and their necessity for the State of
Ohio.

A We haven't taken a formal position on that.
We would certainly be interested in explcring such a

nroposal. What you are saying by general market area

is that every area of the state would have a configura-

tion, is that right?

Q It would he broken down into certain LATA-
like configurations, yes. Can you see anv particular
advantage to that system for your companies specifi-
cally?

A I den't think it would really matter., I
think we could live with it.

EXAMINER TAYLOR: Anvone else have any
questions? Go ahead,.

MR. CASE: Mr. Curry would like to say
something.

MR. CURRY: I would like to conmment on the
34 access charge within the state. It seems to be
the assumption of the Bell and General peonle hefé
that that applies only to intraLATA toll. It's our
assumption that that would apply on both intralATA

and interLATA and how that $4 is spread is cgoing to

determine how certain revenue reguirements are set
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forth both intraLATA and interLATA. It has not been
addressed here at all.

EXAMINER TAYLOR: Someone from Bell want
to address that?

MR. BILLINGHURST: Although I didn't
specifically state that it was inter and intra, I
agree really with yvou. The $4 CALC was set initially
for both inter and intra. But, vyes, it igs a combined
CALC and for all I know other companies in thelir
discussion of $2 CALC's may only be talking about
interLATA piece. We are talking about combined inter
and intra.

MR. CURRY: But yvour new toll schedules
in vour general rate case is for intralATa toll only,
isn't it? And the assumption was that vou could reduce
those rates 40 wercent based on that CALC? Is that
true or not?

MR, SILLIMNGHURST: That is correct.

PEXAMINER TAYLOR: Coulé T ask for a
clarification frowm the other companies as well?

N, DINESMORE: It was our undersbandingag
&8 the representative stated that it was a soplit
between intra and inter. I don't think we mentioned
that specifically in our presentation, but that is

our understanding as well as our prooosal that the
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CALC would be residually priced, but --

EXAMINER TAYLOR: 52 for both?

MB# DINSMORE: No, 52 in total.

EXAMINER TAYLOR: Right. Is thore somcone
from Centel that could address ik? Centel is not
present, :Someone here from United>?

MR HYERS: Qurs 13 residually priced and
winatever comes out would be split between the two,

EAAMIHER TAYLOR: 'Thank you. Anvthina alse

AT Cr' TR - L\]’O

EXANINER TAYLOR: Can I ask vou to further
explain hiow vou would anticipate this pool ba
adminigtered ana precisely what would bhe includad in
the pool?

MR, CASBT: Yes. It would ba our under-
standing and recommendation that Ohio Bell has
successfully administered what pooling there is in
thls state now and we believe that that should con-

tinue. I am not against contributions from the

other telephone companies to help administer the

that pool, understand, but I think that is

-

cost ©
only fair, but we don't see why we should get rid of
a good thing.

Whether or not a formal ECA organization
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with its own offices and personnel is necessary, I
think it's our opinion that while we would like to
have representation to see what happens to those
funds, I don't think it's necessary to create a brand
new bureaucracy to the extent that the federal level
has achieved, but I think that we are onen to sugges-
fions as to how best to administer such a fund.

SXAMINER TAYLOR: Would vou use such a
funa as a transitional mechanism or permanent
mechanism?

MR. CASE: I agree with the recommendation
that was made earlier in this proceeding that the
aocket should be held open and there may be changed
conditions affecting the industry which would do
away with the need for the continued pooling. T
don't know what those might be, but I think that that
would be one way of moving in guickly if the
Commission thought a pool was no longer reqguired.

We would anticipate at least for the
present time that the WTS cost be pooled and we are

suggesting that the T8 costs be pooled initially at

least, at least until the smaller telephone companies
in this state are able to digest what is happening to
then.

He are a large company, we are the fifth
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largest in Ohio; but I think this-really risés above
our own interests here, I think we have to look for
the whole industry as far as what is going to happen
and what is going to happen to the ratepayers.

EXAMINER TAYLOR: At least in its inception
vou would propose to pool all TS and NTS costs?

MR. CASE: That was our proposal, and
carriers' carrier charge.

EXAMINER TAYLOR: What would be the
proposal on the part of the Mid-Continent as to the
basis of placing any type of an access charge tariff
in effect procedurally by the first of 19847

MR. CASE: Historically the Commission has
permitted concurrences, and I think that could be
done here. If the Commission disagrees with that T
would endorse the idea that this is really not a
new rate case, there is nothing about these proceedings
which is really asking for additional rate relief.
It's simnply a new service.

If the Commissiocon were to disagree with
that, just put in emergency rates. I don't know if
your guestion addressed legal asnpects of that or
procedural aspects, Those would be my answers to
the legal asPeéts.

EXAMINER TAYLOR: That is fine.
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%

MR. CASE: Okay..
EXAMINER TAYLOR: Any other guestions?
(Ho response.)

EXAMINER TAYLOR: Thank you very much,

MR. CABE: Thank vou.

LEAMINER TAYLOR: I have also asked Mr;
Schneider to give us a brief discussion, and he
represents a number of the small telephone companies
in the S5tate of 0Ohio, ask them to give us a brief
discussion of their position.

MR. SCHNEIDER: Mr. Taylor, I filed on
pehalf of scme six telephone companies, all of which
iiave three or less exchanges, notices that we would
intend to concur in the tariffs that have been filed,
but we have not specified a particular tariff.

It's difficult to do so for cach of the companies
at this stage since none of the company.people have
really had a chaﬂce to look over the tariffs that
were filed by anyone other than the Bell tariff.

0f course. some of these companies are on
average schedules and others have cost studies and
Lraffic studies that are necessary to determine their

cCOosts.

In asking me to make a statement you asked
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what considerations these companies would look to

in determining which of the tariffs they would concur
in, and I think there are wvarying considerations
between the companies. Some companies are lower-

cost andwould not be interested in pooling. There are
several other ones that would be in all probabilitv,
high-cost companies, and would very definitely be
interested in the pooling arrangement so that their
customers would not have the rates unduly raised and
be too much of a shock.

A number of companies would be required to
file excevtion no matter what tariff they concurred in
since the tariff as pronosed by ohio Bell ané the
others provide for many features that would not he
available to a small exchange company to provide.

It would reguire certain considerations on those
tariffs because they couldn’'t provide that type of
service.

They are all basically interested in the
rethodology for determining the settlements or the
division of revenues and, of course, the other main
consliceration will be the various numbers that go
intoe the tariffs as their methodology determines.
Thank you:

EXAMINLER TAYLOR: For the six independents
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which you represent, would it be fair to characterize
that most of those independents are avaiting the
actual numbers to determine which tafiff would bhe
ﬁOSt advaﬁtageous for them to concur in?

MR. SCHNEIDER; Yes, that certainly is a
major consideration.

EXAMINER TAYLOR: How would those companies,
if you can answer as the counsel, propose to file
concurrences in whatever tariff thevy chose to concur
with?

MR. SCHNEIDER: Illow do vou mean? Do vou
mean what would go into their thinking or --

EZAMINER TAYLOR: Ho. Legally how would
you propose to concur in the tariffs of any of the
other companies?

MR. SCHNEIDER: We would hone that it
could be done hy filing a concurrence. If it's neces-
sary to file particular applications for that I
believe it would be done, nrobably as all the rest of
the companies have to handle it, as first filing or
a8 an emergancy rate situation.

MR, YUTKIN: Ilow would the six companies
vou represent he affeclhed or not affected bv the

creation of general market areas for the State of

Ohio, and would thev even understand the svstem if
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it was developed?

MR. SCHNEIDER: I don't belleve they would
be particularly affected. Their service area is vory
limited and there could be some effect in some cases
where they are close to the boundary of whatever areas
were affected as to what would be detzrmined inter-
LATA calling or interservice area calling or intra-
service area calling, but most of the companies would
not even be in that problem.

MR, YUTKIN: Thank vou,

P
P
s
[
-
=
=
epl
I

i

=

AYLOR: Anvone else like to

aslk any quegsticons of Mr. Zchneider?

]

(Mo res .}

1]

nens
CLAMINER TAYLOR: Tanank you very nuch.

I originally indicated I aszked for representatives

from a2ll companies to again come up and scrve as a

panel and answer any guestions. Judging from the

[Ew]

number of people left in the room I would assume they
may be talking to their own company staff,
there any desire from anvone to have such a renaral
sancl discussion at this point in time? If not T
will forego it.

Anyone? Just raise your hand if vou woulcd

like to s=2e such a discussion. If not I will agsume

that it is unnecessarv.
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(No response.)

EXAMINER TAYLOR: Before I give the
companies an opportunity to make any final cuestions or
comments I want to give the witness from Ohioc Bell
an opportunity to address the one guestion which I
asked him at the end of his pnresentation, and that is
if he could summarize the differences in methodology
or philosopny between the presentation put on bv Ohilo
Bell and that of the other four companies for the
access service tariff,

M. BILLINGUHURST: I believeI can do that,
although I still have not seen the specifics on any
of the tariffs that the other companies have filed,.

I think that I can at least maybe draw some gecneral
conclusions about the differences hy the comments that
I have heard today and vesterday.

First of all as far as I can determine
the charges, the access charges that will be billed
to carriecrs will not be different, at least in concent,
between what the other companies are asking to have
approvaed versus what Ohio Bell 1s asking to have
apnroved, Wamely, although we have describked it in
terms of parity with cur interstate tariff, theyv use

the word mirroring their interstate tariff. The

concept is identical. damely, whatever carrier access
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rates are approved by the FCC we must have those exact
same rate levels approved by this Commission and
that approval must be simultaneous.

How, the method by which I have asked that
be done, the mechanics of that process differ to some
extent. The method that the.independent companies,
at least most of them, have indicated is nreferable
to them can best be described by the word adoption.
viamely, there may not even need to be a separate
intrastate tariff filed with this Commission in the
normal sense of the word if this Commission would
see fit simply on an ongoing basis to adopt the inter-
state tariff.

That process seams to us, at least to me,
on reflection to be a very sensible procedure that
can e done. HWow, Ohio Bell in its language in the
filing did not go so far as to use the word adopt,
but in principle that is what we mean. We want the
rates to be identical and if adoption procedure 1is
the most sensible and practical way to do that, we
heartily concur.

There seems no point in having two 600
page tariffs that are in fact identical, including the
rates, but yet one says stateand one savs interstate.

I1f that is not possible, of course’, the other
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alternatives that we had indicated may be necessary,
but we really are in concurrence with the spirit of
the notion of adoption.

The other major type of charge that has
been under discussion in the last two days, namely
the end user charges, or also known as the end user
common line charges, or as Ohio Bell has described
them in their general rate case. a CAS or customer
access service charge, there has been much discussion
about the residual method of developingthat charge.
And conceptually Ohio Bell has no problem with that
residual method.

However, Ohio Bell is in a much different
position than most of the independent companies. We
are the ones that are the primary carrier for the
intraLATA toll and will be so after divestiture.
Therefore, we have a responsibility to ourselves and
we feel to the other independent companies in Ohio
to make sure that those toll rates are such that we
do not suffer substantial revenue losses due to
uneconomnic pricing compared to other carriers that
will be competing for intralLATA toll.

Therefore, our process could not be simply
residual because the residual implies vou already

know what your intraLATA toll rates are going to be.
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Therefore, our processhad to be interactive. And

we salid we must at the same time that we follow the
spivrit of the FCC order, namely moving the non-traffics
sensitive costs away from toll users and onto the

true cost causers, which are the exchange users, that
the process, although it had to go fairly slow and had
to go in steps, we looked at the costs of toll, or
should say a cost basis for toll in Ohio, and we

in fact did a residual process. We looked at toll rate
combined state toll rates, and we found out that those
toll rates had as their basis the eguivalent of about
56 pexr month per line of non-traffic-sensitive costs
loaded into them,

How, we have submitted, Ohio Bell has
submitted, cost and revenue data, although it's not
12862 basis, that showsg the kind of numbers that we are
talking about and if they are divided by the number
of lines you can clearly come up with the $6 number
that we are talking about.

Now, we knew that if we are going to move
these costs onto the cost causer we had to reduce
toll rategs at the same time, couldn't do one without
the other: The qguestion is which number do you choose,
and we Knew we couldn't pick $6 kecause some of that

56 was going to be provided, at least on a trensitional
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basis, by carriers through carrier common line
charges. At the time we didn't know how much it
was, but guessed it might be around $2.

Alsc the $4 number, as we indicated, was
initially the revenue reguirement that the FCC
thought reasonable and logical to move in the initial
step to the end usérs. And at the time that we nade
these decisions that was the information we had to
go on.

Therefore, we knew that the total amount
of uneconomic costs loaded into toll rates from Ohio
#ell's basis was about $6 per line. We felt we had
to move some of that over and we chose $§4 for the
reasons indicated.

We then said, all right, we must keep the
total pot of money in Ohio constant, and that lad to
a 40 mercent reduction in toll rates. But doing that
the total revenue that was billed from usacge and
total revenue billed from the total 34 CALC's bv all
of the companies in Ohio would preciselvy eaual total
revenue beinc billed bv intrastate toll. Thet was
our louic.

t is a combination of residual oroczss

alluced to by these other comnanies gnd our need to

vake responsible -- take a responsible action relative
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to intrastate toll rates and the terribly uneconomic
prices that they are bearing.
The independent companies that talked about

their residual process, I have no guibble with the

[

cut, or at
least some of them, started out with the concept that
toll rates are not goine to ~o down. If vou start;
out with that concept certainly you are geoino to get
2 wvory small CALC, or possibly even a necvative CALC,

that for

=t

althougn I have a harda time conceiving o

i

J

the interLATA piece. That matheratical calculation

—
4

still baffles me. For intralATA piece, ves, if vou
assunre toll rates are not goino toe go down it'c
posslible to come up with a very small CALC,

So in summary I don't see a ogreat difference

hetween what we are proposing in Chio Bell as fa

o

as the tariff structure methodclogy 1s concernncd and
that which most of the indejsendents are proposing.
just that we had to take intec account somwe additional
factors because of the unigue nature of Ohio Bell in
the state toll business in Ohio. That is the hest
way I can ansﬁer vour cuestion.

DXAMINER TAYLOR: Thank vou. Anyone else
like to make a final comment? ¥Y¥os, sir.

M. DIWESHORE: I would like to make a

ARMSTRONG & OKEY + 297 5. HIGH ST. » COLUMBUS, OHIO 43215




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

S - II-89

couple-ébmments at- least in relation to some of

our thoughts based upon some of the comments we have

‘heard. First of all I would like to answer the

geﬁfieman from the BOC- on how the residual pricing
approach took place.

I think one of the thincs the BOC
company has to recognize is we made the assumption
that the compensation would remain constant. There-
fore, when we residually priced under the access charge
method that is how we came up with the CALC at the
level we ended up with. If vou don't have traffic
volumes as say General or maybe one of the other
companies, certainly your CALC is going to increase
under regidual pricing. The first thing I wouid like
to sayv 1s we assume conpensation would stay the same,

Ag far as some other noints that were made
today I would like to point out, number one, General
does not propose or does not supwrort a premium on

BOC- . Wé don't see any necessity for premium on the

BOC . We don't sec where they have supericr access

for intralATA purposes, no different access than we
do. And, frankly, we would see that that premium

ﬁoul@;havefto be absorbed by all the intralLATA cus-—

.tomers..

Another thing I would like to make comments
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about is that we are ﬁery, very '‘concerned about the

subject of toll restrict@onﬁf@We?made a commitment

to providg-the-étaff t%gfinfqgmation and I woﬁld like
to reiterate the fﬁct zhét ijghink therCommissio? must
recognize that if you were to implement toil‘restfic—
tion that the interstate costs for that portion of
the toll that would be restricted would be a revenue
loss to the company. rThat is a loss of revenue
contribution as well as additional investment that
would be incurred which would also mean additionai
increase,

Really I don't think it's necessary to
lJook at toll restriction for one simple reason; that
is from the standpoint that we don't believe that )
there is going to be that much repression occur on
our customers as a result of the access charges.

As far as some responses for the high-cost
factor and high-cost companies,rl would like to make
the poinf that while, yes; the implementation date
under the Joint DBoard prqﬁosal-isff—l486, there 1is
some discussion that it i; Veiﬁ p6ssible that the

B .
hicihh-cost factor could be_implemented on 1-1=-84, andé
aoes consider the totals?ate cost, not just inter-

statc cost.

But I would also like to point out in
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from a pooling standpoin£ we want to keep busiﬁgés
as}usual._ Genefal's.proposal is somewhat befwéeﬁ
keeping business as usual and recognizing theréﬂis
a necessity to change the way we do business. We cer-
tainly can't afford, or any companles here cannot.
afford, to cﬁntinue burdening each other, nor expect
that a particular company éhould be compensated for
every cost that they have by other companies. At some
point in time the umbilical cord has to be snipped.
e don't agree that from this point fqrward we need
to go through that type of arrangement.

As far $Atariff filings are concernecd,
I would like teo point out that it is extremely
important to General that we recognize from this
point forward what procedurally are we being asked to
do as far as implementing the tariffs. Because we
are somewhat concerned, at least some of the guestions
that we received, if indeed we are going to have,tb
file a rate case or not,. |

And I do want to clarify one thing. This
support of the AT&Y surcharge does not recognizes--
the superior access of ATE&T is not the reason for
General's vroposal of the AT&T surcharge. The reason .

for that is to recognize the fact that there was .a
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subsidy previously between the lbng haul and short
haul toll routes, and to the extent that revenue
can be a sﬁurce to help the companies and the concerﬁsr
of some of the smaller independents then it should'be
levied. It may not be necessary for this Commissiéﬁ
to levy that if it goes through as a usage surcharge
andé mirrored for intrastate purposes.
- "I think the only last guestion we would
have is procedurally where we are going with this,.
Thank you.

BXAMINER TAYLOR: Any other guestions?
Comments?

MR. INMAN: If I mavy Just ask a <question
of Mr, Billinghurst. I am kind of confused =--
Karl Inman, represent the Ohio Association of Radio

Common Carriers.,

Just a question on the adoption method

Q
Hy

mirroring, just tfying to take this down lookina
at the technologies that are involved in interstate
toll network Versusrintrastate toll network, mavbe
microwave versus the one carrier, or whatever, these
kind of concepts.

Is it possible by a wholesale adoption
of an interstate tariff that you feel you can't

get a fair and reasonable compcnsation for intrastate
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pr intraLATA toll network? 1Is that possible?

MR. BILLINGHURST: That is a good guestion
gnd_i think that points out some of the-difficulties
uﬁderstanding exactly what access charges are. You
talked-about interstate toll netwqu,_so'dn, unless
I am mischaracterizing youxr statement.

Access charges don't include anv of tﬁat;
Access charges are gessentially recovering a cost
for our local network, a piece of which has tradi-
tionally been used to feed calls into interstate or
intrastate toll network. The access charge tariff
again 1is only recovering thet portion of our local
network and that is identical, doesn't matter whether
the c¢all gees from Colunmbus to Cleveland or fron
Columbpus to Yew York, gettine it from the end user
to thé point in'Coiumbus or makes the call -~
essazntially makes that decision, those calls are
identical. And because of that the mirroring concaept
is absolutely logical and anything else is illogical.,

: EXANINER TAYLDR: Any cther guestions?

Any summary remarks anyone wishes to address?

LEAMIALR TAVLOR: In reznpense to the

geniciaman's cuestion asked az to what the next step

will ke frocedurally in this docket, I will indicote

L
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tihat at present the Commission plans, absent some

5 N

unforeseen'éeléy; inj?s;uing an entry ox an_order
outlining the proceéd}aljsxeps?which they deem
appropriate Ly the éﬁé of ;his month. ﬁSQmething'may
cone up, bwt, however, I hopé'it's close to that.

Anything else, gentlemen?

MR. BILLiNGHURST: One more statement that
I would like to make on behalf of Ohio Bell. The
other companies I think commented extremelv well on
Lhais issue,_ But the more that the cuestions occurred

the more it bhothered myself and the other folks from

Ohio 8211, anw that is the issuz of the peotential of

“a toll restriction.

And conceptually it may sound like a very
attractive thing to do, it may even sound like it's
gorething fair to do, hut T would hone thet the
Xind of presentations that have been madce here and
kind of infeormation that has been in Dock 72~72 and
other information thquhaﬁiﬁéenusubmitted to the
Commission clearly Sﬁé;s fhat the costs that are

trving to be recaovered through ‘end usexr charges are

C
ct

.,

toll costs, they are thé costs of the non-traffic-

H

senglitive costs of local service that are going tor

he there and are there and what remain there whether

or not scomeone artifiéially restricts a nerson in
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The costs that we are trying to neéovgi'
are already there whether vou ever make.a toll;cal%;
or not, And we are saying if you don't make the
end user who causés thbse Eosts ﬁo gccur eventually
nay for those costs then someone else has to pay for
thio3e end users wno vou have sheltered from this
cost recovery. It has nothing to do with them making
toll calls at all. The cost is there, it's being
incurred and it will be there. And essentially what
you are doing, and maybe this is your intention, just
want to clear it up, you apparently want to continue
providineg this subsidy but I want to make clear it's
a subsidy. The cost is still there. I think what
you are talking about is spreading it to scomeone else.
TYhank you.

COMHMISSIONER SCHRIBER: I think we ungerstan
that fairly well.r We have also somewhat different

serspective. While we may agree on what is efficient,

sowmetimes other forces dictate that instead of pursuing

efficiency sometimes weare lookiné at pursuing:thé
less efficient way of doing something. 5o we will
see how 1t falls out. %We do understand what gqu are
saving.

SAAMINER TAYLOR: I would also point out
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that the fact that the Staff made inguiry as to the

companies'! positions on certain items should not be

viewed as indicating Staff is either favoring or

opposed to the questioh, but rather simply information-

gathering.

Anything else?

{do response.)

EXAMINER TAYLOR: If not this conference
is concluded. Thank vou very much.

Thereupon, at 2:20 o'clock, P.M., the

conferznce was concluded.
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CERTIFICATE

T do hereby certify that the foregoing is

LT a i&ue and correct transcript of the proceedings taken

"by me in this matter before the Public Utilities
Commission of Ohio on August 11, 1983, and carefully

compared with my original stenographic notes.

-??Zﬁiwééiigfz;t%. St g

Michael 0. Spencer, Registered
Professional Renorter
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