
Once you introduce the

complication of CSPs, the tariff rates are

negated and those become --

Q So, if there are no CSPs out

$100 rate from Bell Atlantic, Be1l Atlantic says

fine, I will give you that $100, but you cannot

go back to the Federal Fund and get it for -- get

a 20 percent discount on it and get it for $80.

You have to pay Bell Atlantic

$100. Isn't that correct, the way Bell

Atlantic's position is?

Atlantic would constrain the customer's choice.

Q I'm not constraining what they are

paying Bell Atlantic, I am saying similarly

situated customer now says Bell Atlantic has

established that my neighboring school paid $100

and I want to pay $100 too. Bell Atlantic says,

fine. The school says okay, I'm going to file

for my 20 percent discount on that. Bell

Atlantic says, fine, you can apply for that on

the $360, you can't apply for it on the $100.

A No, I don't think so. That's what

I'm saying.
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I don't understand why Bell
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host discount rate.

of a sudden it doesn't become a post-discount

rate, it becomes a pre-discount rate?

there, then that same school now has to pay $100

versus the $80 that it would pay if there was a

CSP in existence.
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I mean, the $100 on Schedule

Because the Schedule A rate is a

until CSP is entered and then all

No.

That's right, and so -- I mean,

A

Q

A

A

west - recross

when carriers whether to serve or not to serve,

they have this complicated dual set of discounts

to work into their rate-setting calculus and if

AT&T is comfortable coming in with a CSP at $100,

my quick assessment is that that does become the

prevailing price and Bell Atlantic-New Jersey's

tariff rate is not relevant anymore.

Q Why is the Schedule A rate that

another school is actually paying not the market

rate?

A is still a post-discount rate but what has

happened is that AT&T has introduced a situation

where they can be even more competitive than Bell

Atlantic-New Jersey can with the Schedule A rate
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so the customer naturally is obligated to go with

AT&T.

In either case the school is

paying only $80 when you have a CSP, if I

understand your testimony. Correct me if I'm

wrong.

Q Well, they are not naturally

obligated, both AT&T and Bell are offering a $100

rate and they decide to go with AT&T, but if I

understand your testimony in this situation if

they decide to go with Bell Atlantic, they would

still end up paying $80 because the $100 is now

the LCP.

A I think what happens in that

situation is you have undercut the Schedule A and

Bell Atlantic, if it has to compete with AT&T has

to do so on its own terms and offer a likewise

CSP of $100 and exactly as you said, the customer

would see a rate of $80 and the carrier would

pull $20 from the Fund and whether they chose

AT&T or Bell Atlantic would be a function of

other variables.

Q I think you mentioned that we have

undercut Schedule A.
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pernicious sense but rather

Q No, I mean in the dollar amounts

we are still talking the same rate, correct, or

the $100 is the same?

A No, I don't think so because as I

see this the customer in that case is paying a

net of $80 versus 100.

COMMISSIONER ARMENTI: Mr.

Pappalardo, in all due respect, we've been

going over this for several hours now. I

don't know how much more you have

MR. PAPPALARDO: I have just a

couple of questions and then I'll finish

up.

I don't mean that 1n any sort of
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COMMISSIONER ARMENTI: Sure.

172

J.H. BUEHRER & ASSOCIATES 623-1974



only game in town, the tariff rate would be the

LCP, the customer would get the Access New Jersey

rate of $100 and Bell Atlantic would apply to the

Federal Fund for $72.

Q Mr. Dennehy had asked a few

questions on redirect about the authority of this

Board to require federal bidding process for all

schools. Do you recall that question?

A Yes.

Q Is it Bell's position that the

Board should impose that requirement on every

school and library in the state?

A I don't think it can be, because I

don't know that Bell knows that every school and

library wants to sign up for these sorts of

education technology services.

Q And if every school or if a school

West - recross

BY MR. PAPPALARDO:

there is competition for CSPs there, Bell

Atlantic maintains they are entitled in our

example to receiv. $172 for serving that

customer.
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If Bell Atlantic were theYes.

Just to summarize then, until

A

Q
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did want to sign up for these services, but they

knew they were in the low range of the discounts

and they figured out that it was just not worth

the administrative headache to go through it,

should the Board order that school to still go

through a federal bidding process or not in order

to get the Schedule A discounts?

A I think the problem with the

question is that given the limited number of

services that are available on Schedule A, I

don't think you can complete a comprehensive

technology plan strictly purchasing Bell Atlantic

services from Schedule A.

So, if a customer for some reason

wanted only SMDS, it would appear to be onerous

for the Board to force them to go through some

sort of federal analysis to get this discount.

I would agree with you, but I

don't think any hypothetical is real life given

that the idea here is to provide educational

technology to schools and libraries in

comprehensive packages.

Q In general, should the Board

impose further administrative burden on a school
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in order to obtain the best rates they can or

should they try and limit the administrative

burden as much as possible?

A To me that strikes me as the same

sort of tradeoff that the FCC made when they

said, you know, it's kind of a pain to go through

this process and have these technology programs,

but to the extent that they put a damper on

excessive spending and make the $2.25 billion a

realistic number, when they assessed the

tradeoff, they said that's the correct thing to

do.

I'm confident that this Board has

the same ability to assess that tradeoff and I

would leave that decision up to them.

Q I'm not sure that you directly

answered my question, but in general then, would

you agree the Board should be making that

assessment to strive to limit or lessen the

operative burden placed on schools?

A Well, I think as a general

principle, administrative burdens ought to be

lessened, but to the extent that the

countervailing services in dollars is there, then
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MR. PAPPALARDO: No further

questions at this time, Your Honor.

COMMISSIONER ARMENTI: Mr.

the Board should be vigil and that's the nub of

the matter and that's the policy call that they

need to make.

few questions, but I know that Mr. Koeppe

is here and I didn't know whether it

might make more sense to take Mr. Koeppe

now and then to finish up with Mr.

West.
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I would

Yes, I have a

COMMISSIONER ARMENTI:

like to finish up Mr. West really.

MR. LASKEY: That's fine.

COMMISSIONER ARMENTI: Or that

could mean that we will have to come

back tomorrow.

Mr. Koeppe?

MR. KOEPPE: Yes, Commissioner.

COMMISSIONER ARMENTI: I know

you've had to move your schedule around

because of the changing of the Board

Laskey?

MR. LASKEY:
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was for a variety of services, none of which is

meeting. What is your availability this

afternoon?

COMMISSIONER ARMENTI: We will

try to finish this up and then we will

have you.

177

I

I have cleared my

I can be here all

Yes, I do.

Now that estimate of $40 million

MR. KOEPPE:

Isn't that true?

I'm not sure about the ISDN.

MR. KOEPPE:

schedule.

COMMISSIONER ARMENTI: Thank

A

Q

MR. LASKEY: Thank you,

Commissioner.

afternoon.

you very much.

Let's move on.

on Schedule A.

A

West - recross

RECROSS-EXAMINATION

BY MR. LASKEY:

Q Mr. West, you were asked on

redirect about the Ratepayer Advocate's $40

million. Do you recall that question?
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yes.

Q In any event, you wouldn't

recommend that we increase our share of Universal

Service Fund by fudging numbers or not submitting

will accept your representation, if you have done

that analysis.

Q Let me show you Schedule 2 from

Andrea Crane's direct and perhaps that will help

refresh your recollection. She was estimating

funds for POTS lines.

A Okay.

Q And the internal wiring and the

district net wiring and the internet connection.

Isn't that true?

A Yes.

Q And none of those categories are

categories that are on Schedule A?

A I agree with that.

Q So if the Ratepayer Advocate

estimate is accurate at $40 million and the Bell

Atlantic estimate is valued as of Schedule A at

$55 million is accurate, we should have no

trouble using $80 million; isn't that true?

A I think positionally, that's true,
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questions.

COMMISSIONER ARMENTI: Mr.

Blandino?

RECROSS-EXAMINATION

BY MR. BLANDINO:

Q with regard to recouping the

tariff rate, you stated earlier in response to

Mr. Pappalardo that it was Bell's intention to

recap the full rate. Is that correct?

A I don't think so. I think it was

Bell Atlantic's intent in a number of scenarios

that the tariff rate be set at the LCP and that

applications that are inconsistent with the FCC's

requirements, would you?

A No. I've been accused of fraud

once today already and I don't want to go down

that road again. (Laughter.)

MR. LASKEY: I have no further

questions.

COMMISSIONER ARMENTI: Mr.

Perkins?

179

I'll be very brief,

I have no further

MR. BLANDINO:

MR. PERKINS:

Your Honor.
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A My view on that particular

scenario is that the only place to recoup would

be out of a State Fund. Bell Atlantic opposes a

State Fund so those two notions are fundamentally

inconsistent, but I believe if a State Fund were

established against our wishes, we might spin an

argument that says we ought to be able to get

that difference out of the State Fund.

that rate be multiplied by the prevailing

Universal Service discount and that would equal

the recovery from the fund and that would be

added to the Schedule A rate for the particular

service, and those two components would comprise

the compensation and I suspect that would be less

than the tariffed rate.

Q Were there shortfalls as you just

suggested, is there an intent by Bell Atlantic

for efforts to recoup that shortfall, and if so,

how?
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Q Is there anywhere in the FCC Order

that you can point to where it guarantees a state

will receive such a pro rata share from the Fund?

serve rationing procedure is antithetical to that

procedure.

Q So there's no guarantee that the

State will receive anything close to the $80

million.

A Well, there is no guarantee that

they won't receive more than the $80 million

either.

West - recross 181

COMMISSIONER ARMENTI: Ms.

Gilbert?

MS. GILBERT: Just a few

questions.

RECROSS-EXAMINATION BY

MS. GILBERT:

Q Mr. West, you spoke of the $80

million that you indicated would be the pro rata

share that the State would receive from the

Federal Universal Service Fund.

Is that correct?

In fact, the first come/firstNo.

Yes, I did.A

A
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1

2

West - recross

Q But there is no guarantee that

182

3 they will receive anything close to the $80

4 million.

5 A I'm reluctant to make trite

6 statements about death and taxes but I don't

7 think Universal Service goes on the list of

8 guarantees.

9 Q Mr. West, can I refer you back to

10 the ONJ stipulation, Page 6, Paragraph G?

11

12

A

Q

Yes.

Could you please read the last

13 sentence of that paragraph?

14 A Sure.

15 "Any discount agreed upon in this

16 stipulation shall not preclude the Ratepayer

17 Advocate from arguing that traditional discounts

18 both as provided for Section A2 herein should be

19 funded out of the Universal Service Fund and be

20 available to schools and libraries."

21

22

23

24

25

Q Does not that sentence indicate

that the Ratepayer Advocate does not agree with

what was stated in Sentence 2 of that paragraph?

A Not to me. The Ratepayer Advocate

did not agree with Sentence 2 • Personally I
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don't believe they should have signed the

document.

o Mr. West, then what is your

testimony regarding Bell Atlantic's position on

Sentence 4 which you have just read?

A I'm sorry, I don't understand the

question.

o Does Bell Atlantic agree with

Sentence 4 which you just read from the

stipulation?

A Yes, they do.

o You agree with the position that

you have read in Sentence 4 that the Ratepayer

Advocate reserves its right to argue that

Universal Service discount would be cumulative?

A Yes.

Q But you just stated that if the

Ratepayer Advocate did not agree with this

sentence, that they should not have signed but

indeed, did not Bell Atlantic sign this

stipulation?

A I will give you that, yes.

MS. GILBERT: No further

questions, Commissioner.
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COMMISSIONER ARMENTI: Ms.

Vachier?

MS. VACHIER: No questions,

Commissioner.

COMMISSIONER ARMENTI: Anything

further?

MR. DENNEHY: Just one, I promise.

FURTHER REDIRECT EXAMINATION BY

MR. DENNEHY:

Q Mr. West, you've been served with

a flurry of hypotheticals by Mr. Pappalardo who,

in effect, asked you to be the LCP's czar in all

those instances.

A Yes.

Q Isn't it a fact that this Board is

the entity with the authority to decide if an LCP

is unfairly high or unfairly low?

A Yes.

MR. DENNEHY: No further

questions.

COMMISSIONER ARMENTI: Mr.

Pappalardo?

MR. PAPPALARDO: No questions,

Your Honor.
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COMMISSIONER ARMENTI: Mr.

Laskey?

MR. LASKEY: No questions.

COMMISSIONER ARMENTI: Mr.

Perkins?

MR. PERKINS: No questions.

COMMISSIONER ARMENTI: Mr.

Blandino?

MR. BLANDINO: No questions.

COMMISSIONER ARMENTI: Ms.

Gilbert?

MS. GILBERT: Just very quickly,

Your Honor.

FURTHER RECROSS-EXAMINATION BY

MS. GILBERT:

Q Mr. West, does the Board have the

authority to decide an LCP is too high or too

low?

I'm sorry, you just stated that

you believe the Board has the authority to decide

whether an LCP is too high or too low.

A To the extent that it contains

intrastate rates, yes.

Q Can you direct me to where you
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you five minutes to regroup.

(Whereupon, a recess is taken.)

thank you very much for your testimony.

THE WITNESS: Thank you, Your

Code with me that gives the Board the overall

authority over intrastate rates in New Jersey but

I'm sure that we can find that for you.

MS. GILBERT: If you can provide

that, please?

COMMISSIONER ARMENTI: Mr.

Dennehy?

MR. DENNEHY: Yes, Your Honor?

COMMISSIONER ARMENTI: Ms.

Vachier?

MS. VACHIER: No questions.

COMMISSIONER ARMENTI: Mr.

Dennehy, anything further?

MR. DENNEHY: Nothing further,

Your Honor.

I do not have the Administrative

186

Mr. West,

I'll give

COMMISSIONER ARMENTI:

COMMISSIONER ARMENTI:

Honor.

A

West - recross

find that authority at?
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