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PART II1. MERGER CONDITIONS AND PROPOSALS FOR REMEDIES.

WHAT DO YOU RECOMMEND AS MERGER CONDITIONSTO ADDRESSTHE .

 ISSUES YOU IDENTIFY ABOVE?.

My first recommendationis for the PUCO to-require that Ameritech strengthen and enhance-.-... . ;

the USA program. USA is the first line of defense against the wnaffordability of

~ telecommunications service m the home. .In addition to improvements in the way the

- program is administered, as discussed in the testimony of William Gruber, PUCO should

require Ameritechto adopt the following two modificationsto its USA program: |
1. Customers .should-be. made ehgiblefor the USA. program:on:an mcome-basm L
“While extending.categorical eligibility.to ,consumers_. is an effective and efficient- -
way to qualify customers for the program, there are many customers who do no;c
participate in such public assistance programs. Research I have prepared with
respect to enetgy ;ﬂiciency and energy assistance on non-participation in public
 assistance programs has identified these populations of customers to inclnde, in
. . particular, older: persons;- and spersons who have become poor(e.g.,-divorced, .
. uneinployed, retn‘ed) A person should be able to establish eligibility based on

income irrespective of his or her participation in public assistance.

' 2. Customers should be allowed to gain access to the benefits of the USA program

irrespective of whether they subscribe to vertical services. In particular, I
recommend that subscription to call waiting and caller identification not disqualify
customersﬁ'ompartlcxpatlonmUSA \mless such customers have. expenenceda

dxsconnecuonfor nonpayment subsequentto their enrol]mentm the program.
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Q. WHAT PROPOSALS DO YOU RECOMMEND.THE COMMISSION ADOPT AS
MERGER CONDITIONS-TO REMEDY THE POTENTIAL HARMS TO: LOW-.
INCOME CONSUMERS?

A. Iﬁaddiﬁontotheseeﬂ'ortstomengthenandenhanceﬁerSApmgramas-amerger

condition, I recommend the fbﬂovﬁng merger conditions to address the issues I raise above | ‘_
and to mitigate the adverse impacts of those issues: s 2
. 4. " Increasing the provision oflow-int:qme service by New. EntrantCamera(NECsl) In: L.

particular, I ptbpose:an:."equal access.mechanism";--based:on low-income telephone::: - . : -
penetrationrates. . _ |

¢+ . Establishing a universal service performance measurement system, with specific
penalties for apostimetger deteriorationin universal service.

¢  Implementing a reporting sﬁtem designed to identify the systematic exclusion of
customers based ongeégraphicor.socio-economicbases; and::. - -

¢ Creating a two-part technolpgy diffusion program. First, I propose to expandthe
community computercenterprog:am. Second, I propose to fund a Commnmty
Partnersiip Commitment consisting of technology diffusion and’ community

education initiatives.

A. Equal Access Mechanism.
Q. WOULD YOU PLEASE EXPLAIN YOUR RECOMMENDATION FOR AN

-31-
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. is. tbroughthe equal access mechamsmproposed.below e

"EQUAL ACCESS MECHANISM" BASED ON LOW-INCOME PENETRATION

" RATES?

. 1 agree with the following Staff statement: . -

One way to ‘be more certain that-the-proposed merger-willpromote«the e
public convenience is if the merger [. . .] increased the provision of
residential service by NECs. Increased residential competition will help
balance against any inclination the Applicants would have to concentrate
their resources on new competitive business opportunities while allowmg
captive customers in non-competitive areas to suffer lower quality service.

. (StaffReport, at 9).

My recommended mechanism for increasing the provision of residential service by NECs" .

PLEASE DESCRIBE THE BASIS FOR YOUR EQUAL ACCESSMECHANISM. -

It would be unconscionable to allow a merged Ameritech and SBC to take facilities and

~ assets paid for by local réiepayers and switch its focus to non-Ohio competitive services

while abandoning the unserved low-income market. Given the discrete identifiable

population that is unserved, and the serious adverse consequences of that lack of service, as. ... .

- discussed above, an equal access mechanism is justified.

. Moreover, the proposed Equal Ac?cms Mechanism recognizes the difference between

"offering” service to a market (including offering.the USA program), and affirmatively
marketing Service to that market. 1 agreé that Ameritech "offers" the USA program bo its
low-income population, meaning that Ameritech will "make available” the USA program. .
Nonetheless, as the Staff, 11Belf, conclu&ed in its Revzew of Ameritech’s Universal Servi;é

-32 -
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Assistance Commitment: "the Company's goal seems o be to appease the ‘Advisory

- Committee by tinkering with the USA program while offering as little as possible in the

way ;)f mesningful changes as the clock.ticks.down to.the end of the alt reg plan.” I
recommend that the PUCO adopt a-perfonnance-bésed-Equal -Access Mechanism.system . -
for universal service. To the extent that Ameritech's universal service efforts are

ineffective, the Company should pay those companies who will adopt an effective program.

HOW WOULD YOUR EQUAL ACCESS MECHANISM WORK?

. . To implement the:EAM proposal,:if. the-penetraﬁbnrrate:fox:-:low-.-income consumers,stays : ... - .

below. the:penetration rate:for residential consumers as.a whole; Amentech should provide :es..o.. ..

equal access funding, The funding should be calculated on a flat dollars-per-customerbasis. .
The company’s assessment should be multiplied by the difference in the total number of
low-income customers gt existing penetration levels and the mumber of low-income

customers at penetration levels equal to the residential customer class as a whole.

'I‘heﬁmdmgresponm’bilrtyshouldbe$lOOpercustomerfortheshareca1mﬂatedmth:s
manner. The$100ﬁgm'ehasanempmcalbasm The telecommunications industry
genemllyacceptsa”customgracqmsxuoncost"mtherangeof$350to$450,w;ththe
middle of that range being $400. That acquisition cost is translated into the $100 figure

. ﬁnou’ghappncaﬁonbfazs%chumm“" The 25% churn rate will result in 2 $100 figure

: Whﬂeﬂ:elow—mcomechummeis,mﬁct,assumedmbe atowabove30%,1txssetat25% simply for the sake
. ofmu'oducmganoteot'conservatxsmmoﬂxeealm]anm. :

=33~
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as the $400 acqlﬁsiﬁonCOstis amortized over the fomyeaxlifeofacustpmer.

The equal access funding generated through this mechanism should then be distrbuted i, . ...

the same fashion as a ¢y pres find:is distributed % After determining the annual budget, an-. + -

administrative board should distribute the dollars, upon application, in support of equal

~ access. Application might be made by an NEC in support of providing service to particular

unserved or underserved pdpulaﬁons; by community-based organizations in support of
providing service to unserved or tmderserved populations; or by others proposmg creative

approachesto.equal access¥™

CAN YOU ILLUSTRATE? |
Yes. I will use statewide Ohio figures due to the lack of Ameritech-specific data.
According to 1990 Census data, there were roughly 521,000 occupied housing umits in Ohio

with households having annual incomes of at or below 100 percent of the federal Poverty

Level. Of those, 18 percent (or roughly 96,000 households) did not have telephone service.

In contrast, the Census indicates that there were roughly 4.1 million total occupied housing

U

' C..}vpmxsélegaldoctrmewmchholdsthatwhen somepornonofﬂ:emonetarymcoverymécons;umerlaw

suit cannot be directly distributed to individnal class members, the funds should be awarded in a manner that
will put the residue to its "next best use™ and produce benefits for as many class members as possibie. The
doctrine frequently results in the establishmentof a trust fund. Through such a fund, the money is distributed
topmatenonprcﬁtorgan@onsemumdmusememmeymbeneﬁtthechss.

IwouldmcommmdtbatmmplemsofEAMasmmbemq\medmugnan'assmnce ﬂxatrateswillbe
maintained within some range of PUCO-determined reasonableness. Providing sach assurances is an
established mechanism to gain compliance with desired ends without the need for establishing regulations, -

Such assurances would prevent EAM ﬁmdsfrombemgusedm support phone sharks, aproblemthathasbeen
addressedm Ohio.
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{llustrationwould be $7.0 million (69,696 * $100 =$6,969,600), .-

units in Ohio, of which 192,000 (5 percent) did not have telephone service. To increase the
penetrationrate for telephone service within the below Poverty population to the statewide

average,ﬂmrefore, would‘reqhuire the extension. of service to an additional 70,000 below

_ Poverty households, calculated as follows: -

1. 521,396 x 0.184 = 95,762
2. 521,396 * 0.05 =26,066
3.95,762 - 26,066 = 69,696

Using.the equal access mechanism I recornmend above, the surcharge in this. statewide

WHAT WOULD THESE EAM FUNDS BE USED FOR?

Examples of activities for which the Equal Access Mechanism funds could be used would
include: (a) creative perso;al marketmgby community-based organizations; (b) subsidized
marketing efforts by NECs; (c) means-tested subsidized basic local service for NECs; and
the like .I recommend that funds be made subJectto thefollowmgfourcntena.

1. . The need for a timely response to unpredictable c:rcumstances or special
. . opportunitiesto serve the purposes of the fund;

2. The level of funding or other participationby private or public sources in the

3, Whatresomces'v'viﬂbereqtﬁxedintheﬁmxretosustaintheeﬁ'ort;

- 4, Thelong-tenneﬁectofaptoposedacmtyvnthrespectto access to basic
local telephone service. '

-35-
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DOES A YOUR EQUAL ' ACCESS MECHANISM' PROPOSAL HAVE
COMPETITIVEIMPLICATIONS? |

Yes. The equal access meohanismproposalhelps to address an issue-previously.réised by...

‘both the Edgemont Neighborhood- Coalition-and - the~Staff-Report:- I. agree with- the. -

following Staff statement, albeit with a somewhat different focus:

Staff believes that the merger, as it is currently proposed, may increase
Ameritech Ohio's market power dominance and may present a significant
- additional barrier to the emerging competitive market. . .Vigorous
competition would challenge the market dominance currently held by -
.. Ameritech .Qhio and. would ‘diminish the opportunity for Ameritech to -
exercise market power abuse. (Staff Report, at 13).. -

. Inaddﬂ:ii)nto‘promoting:equal access forlow-income.customers;.the@roposedequalagcesss.--, CIIPRIP

. mechanism is needed:to.level.the.competitive playing field for low-income customers::<A ..., .-

company that is providing adequate quality service to low-income customers is incurring
acquisition (and service quality) costs not incurred by the merged SBC/Ameritech entity.
Through this equal access mechanism, NECs (or others) seeking to provide quality service
to the entire market will not be placed at a competitive disadvaniage;v Either the merged. -

company spends the money in the process of servmg low-mcome customers or it pays an

) eqmvalent amount through the equal access mechamsm. Competmon, therefore,

enhanced thus ﬁxlﬁlhng_the StafFs recommendation. | :
In sum, for the low-income market in particular, my proposéd Equal Access Mechanism -

fulfills the Staff's observation that "in order to diminish the serious concerns of increased

market power dominance. . .any approval of the proposed merger must predicate an "Ohio”

.36 .




. 12-.

13
14
15

16
17

18

19

20
21

22

.23

24

strgtegyfor local service competition to diminishAmeritech’s e:ustmgmarketpower" |
(StaffReport, at 14), - | S

IS THERE ANY FINAL:- CONSEQUENCE:OF ‘THE. MERGER THAT: YOUR .-

EQUAL ACCESS MECHANISM WILL ADDRESS?

" Yes. Iagreewnhﬂ::e Staﬂ'observauonthat:

thhemergedcorporahonweretoreallocatextsresomcestom
compeutxvebusmws services and the focus on Ohio's competitive customers ..
" became diluted by the broadenedscope ofcerporatemterests,ltlslikelythat .
there would be. an.erosion.of Ameritech Ohio's concern for the remammg
non-telephonehouseholds in the state.of Ohio:.(StaffReport, at 19).

I disagree with the Staffto-the extent that the. Staff recommends-assﬂ:e:only.«:emedy that .- -
‘Applicants "perform a series of studies to determine the various causes of non-telephone

- households in Ohio." (Staff Report, at 19). I disagree with this "study the problem"

approacheventhoughthé Staff recommends that these studies "be conducted under the

guidance’and review of the Staff and the Commission” and "should offer concrete

conclusions as to the cause. of:non-telephone households in'the State.” (/). The Equal. - .

Access Mechanism I propose above is, instead, the type of "practices and policies that [the

Applicants should] implement over'a specific period of time and under Commission review - °

for decreasngthe number of non-telephone households in Ohio." (Id).

WHY IS THIS "EROSION OF CONCERN FOR THE REMAINING NON-

TELEPHONE HOUSEHOLDS" UNACCEPTABLE?

The obligation to S‘.IPPOrtunivérsal serviceisanéxplicitquidj:ro quo that was exactedin

. -37-
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exchange for substantial --and contim:ing—publié benefits. So long as the utility engoysthe

fruits of that exchange, it should abide by the obligations that were bargained for as pert of

the exchange.

In particular, telecommunicationutilities have been granted.two sets of public perquisites:
(l)theﬁghttoexetciseemineﬁdomain;and@)therighttouseﬂlepubl_ic’ssu'eets,alleys
apd public ways as tra:;isportationcon'idors. In accepting these public perquisites; these _

' telecoh:municaﬁonco.mpanieshave dedicated their property so supportedto a public use,

including the support of universal service.... .- .

CAN YOU ELABORATE?

First, utilities are unique in that they are granted the right to use city streets as well as the
right to exercise the power;of eminent domain. Second, those public benefits have a distinct
value, which is positive; indeed, the right to eminent domain is not only valuable, but is

essential .to public: utilities.:.- Third; a commitment ta .universal.service-is :simply. :the . .

‘compensation to the pubhc for having provided these public benefits. There has been an

exchange of cons1deraﬁon. On the one hand, telecommunicationsutilities are prov1ded the
nghttousepubhcstreegsandm eXermseémmentdomam.' Onthf.otherhand, the utilities

"pay" for these grants through a commitment to universal service.

'HAS ANY ONE ELSE REACHED THIS SAME CONCLUSION?

Yes. The exphczt exchangethaihas occu:redhas beenrecogmzedmthe cable television

-38- -
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comextaswell. AccordmgtothePracncmgLawInstmuemthmthe context of cable

televxsxon.

Local governments are realizing the unique value.of public rights-of-way for .
which they act as trustee. Public rights-of-way are .acquired and paid for -
through government action; usually-the- exercise of-a jurisdiction's eminent . .. ..
domain powers. Thus, the public rights of way arc the most valuable
property rights in the hands of government. . .Local governments must
* receive fair compensation for granting use of the rights-of-way. Otherwise,
govemmentls merely subsidizing the businesses of private rights-of-way
.Traditional users of the public rights-of-way were deemed to .
provxde public compensationin the form of universal service and regulated
: . -With traditional users of public rights-of-way, compensation for use
- -.'ofthe public rights-of-way was passed onto the endconszmerthroughrate ‘
 regulation and other public benefits like universal service, rather than being - - .. .
pald\gl\recﬂybymegovemmems the-actual owner-of the public rights-of- .. . -
‘way.

PLEASE SUMMARIZE.

hmm,havhgobﬁna@thﬁbeneﬁtsofthebmgaimAmeﬁtechshoﬂdbemquiredm help

 fulfill the responsibility part of the bargain.» To allow the proposed merger with the dilution
of sttention to non-telephone households would-be to-grant the benefit-while forgiving the. - : -

" costs.

Coua

Nicholas Miller and Kristen Nven, "What is the Emerging Role of Local Governments in This New Werld of
Telecommunications,” in Cable Television Law 1996: Competition in Video and Telephony, at 12 - 13
(1996: Practiciing Law Institute). See also, Peter Fox-Penner(1997). Electric Utility Restructuring:A Guide
Jor the Competitive Era, 329, Public Utility Reports: Arlington, VA ("Others argue that the obligation to

~* provide for universal service is not ane imposed upon the industry, but rather an obligation that the utility

industry has voluntarily accepted as part of its franchise agreement. . This obligation is one that serves as the

industry's "payment" for the grant of substantial public benefits provided to it. So long as the utilitiesenjoy . -

ﬂzeﬁ'mtsofﬁate&chmge,theymstabﬁzby&eobhganomﬂxawerebagamedforaspmoftha
exchange.").

3.
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B. UniversalServicePeiformanceMeasnrement. .
WOULD YOU : PLEASE EXPLAIN THE BASIS FOR YOUR UNIVERSAL
SERVICE PERFORMANCE MEASUREMENTPROPOSAL

Inmy dxswssmnabove,hdenﬂfyavanetyofbamasthatthepmposedmﬁgerwmhave-

on customer services provided to low-mcome consumers: consolidation of facilities and . -
resources, standardization of practxcos and procegiure‘s, reduction in community focus. My
Eqﬁal Access Mechanism i.xelps to address the impacts on the unserved customer. The
universal service perfdnhance WMmmMmI. propose here addresses the impact .

on customers. who. remain-with the ‘merged -company,-but who" receive lesser‘sérv%gé.'in;;- .

return.

Ideally, the degradation in service I identify above would not be allowed to happen. To
p:.:event that degmdation:r however, would probably insert commission regulaﬁon into
management decisionmaking to an unacceptable degree (e.g., where should community
offices be; What should treatment.amounts.be; .when:should DPAs.be not allowed). It is
perfectly acceptable, however, for the Commission to insist that the service degradation
~have no impact on the ultimate delivery of universal service. The proposed methanism is
designed. to measure.that outcome and to 1mpose sanctions should adverse perfonnance-

PLEASE EXPLA]N THE BASIS OF YOUR PROPOSED UNIVERSAL SERVICE -

PERFORMANCE MEASUREMENT MECHANISM?
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MmposddmcﬁbmhowmommWMmmgmdmgmm service might .
be designed and implemented. The purpose here is not to create a benchmark through
which a company's perfofrna'nce is measured vis @ vis. the industry generally. Instead, this. . .

indicator is to allow a performance review of -whether universal service :performance fora--. . .

particular company is improving or degrading vis @ vis previous performance. Such a
review will allow the Commission to detemnewhetherpmtmancelsbemgsustamedm .

the post-merger environment.

EOW WOU]DTHISMECHKNISMbPERATE?.:-. »
An explanation of the averall operation of the mechanismis set-forth in Exhibit RDC4: .-

PLEASE EXPLAIN WHY THERE IS A NEED FOR EACH COMPONENT TO
YOUR MECHANISM.

All five oomponeﬁsarenecasarytoreach‘thedesiredresulﬁofuniversalservice

perfonnance .measurement: wnhout creating - perverse. incentives: to . pursue. counter- . . -

producﬂvestrateg:a Consider:
¢ To creaberewardsforredmmganeaxsm&mmm'eahngpenaltxes for increasing
| shuhoﬁ'swmﬂdleada\;uhtytorefuseto negotiate reasonable payment plans with
those least able to pay. The utility would then follow with the termination of
 service. Theendsougbt,however,isnofsimplythefeducﬁoanmears,bﬂrathet
thepmsﬂofmversalsemce

+ Sxmﬂarly,tocreateanmcenuveformcreamngthemnnberofpaymentplanswnhout

~41-
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penalizing high proportions of tmaﬂ'ordable p_lané would lead a utility to place
customers on defmedpay‘ﬁentméngementswithoutregardto the chance of those

plans to. succeed. There.is not.only a.mcd.io.ga.paymem-mubledmstomm.on.. o

deferred- payment  arrangements; ‘but- to- get them -on - affordable: plans with-a .-
reasombleoppor.tlmityfo: success. |
+  To t;:reateanimetrtiveformmdmizingthepercentqfcustomersbn deferred payment .
arrangements, without creating an inc.entiveto minimize total custﬁmersin debt at .
the same time, may well divert resources from the overall goal of full and timely -
payment. .‘The first-step; of course;.is:to minimize overall levels of debt. Tp the -
extent: there is .debt; that--debt sixouldnbe -made :subject to a deferredpaymem: -
——

PLEASE EXPLAIN HOW THE FINAL SCORE WOULD BE CALCULATED.

The composite universal service measurement. of a utility is calcplated by adding the
various cqniponent -scores as set, forth.in Exhibit RDC-5.. The- final . performance.: :

measurement s then the total score divided by the ninnbaoffactorscomprisingthe score.

IS THE INFb_RMAT[ON - UPON WHICH THE PERFORMANCE

- MEASUREMENTIS BASED COMPLICATEDTO GATHER AND REPORT?

No. The performance measurement system is specifically designed to rely on information

that is routinely maintained by any public utility, including a telecommunications service..:- ..

-42-
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WHAT SANCTIONS WOULD YOU IMPOSE IF THIS. PERFORMANCE
MEASUREMENT MECHANISM. REVEALED. A. DECLINE. IN UNIVERSAL
SERVICE? |

: Fmthemcﬁommbemeaningﬁﬂ,theymustbemasonablycdaﬂaiedtdmﬁvatethe

companytomprovertspezfomance Ibeheveappropnateewdenceofwhatlevelof

' sancuonachlethhatpmposemﬂlepastsancuonsmposedfmmlauonofserwee quahty
_standards. I have reviewed past PUCO decisions with respect to the unposrhon and

penaltxes and,: based on.that review; recommmd a penalty of $500,000 for every -1.0- Pomt

(or pomomthereoﬂfbelow.whch universal: service degradesfrom the three year baseline - . . .

performance. The maximum annual penalty would be $2.5 million. -

WHAT IMPACT W]Ll: BE DOWNTURN IN THE ECONOMY HAVE ON THE

" ABILITY OF AMERITECH TO MEET ITS UNIVERSAL SERVICE GOALS?

. Thefe.are tworwponm ‘First, the goal of the:universal service performance measurement :5- : -

istoprevemadetgxiomﬁoninmﬁversalserﬁceﬁomabaseyear.lrecomm_end,bothin,
musmngmbaséyemmdmmeasmmgp&fomrelaﬁvem tha:base.y,céronm
ongoingbasis,vthzuséofathreéyearmllingaverage.-museofathreeyearav.qragewﬂl
smooth, though not eliminate, dramatic ﬂuctuations based on changes in the economy.

Second, his concern of the impacts of an economic downturn on universal service is.a
common one. In estabhshmg the: performance measurement ‘mechanism, however,

specrﬁcally considered the lmpacts of an economic downtum. My conclusion in

-43.-
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| Pennsylvaniawas:

. here is little volatility in universal service performance. Nome of the 14
Pennsylvania utilities experienced wide variability in universal service
year-to-year. Given the period of time. for which data has been collected (8 years), if .

such volatility were to-exist, it would likely have become evident.. .One conclusion. oo
" from this' might be ‘that-total universal-service- performance is ‘not-particularly:. .. .

sensitive to vanablestbatmlght change from year to year, such as weather and
overall economic conditions. :

I conclude that based on my empirical tésﬁng of the universal service mechanism, an
economic downturn will not nnposeparncularhardshlp to the Company.

PLEASE.. EXPLAIN. THE: INTERACTION *BETWEEN 'THE : UNIVERSAL - -

" SERVICE" PERFORMANCE'. MEASUREMENT -MECHANISM -AND:YOUR :: -

OTEER PROPOSALS.

Effective implementation of the full set of proposals I advance as merger conditions should
improve Ameritech’ s umvexsal service performance.

HAVE. YOU EVER PROPOSED A MECHANISM SUCH AS THAT WHICH YOU -
PROPOSE HERE?

Yes. In estabhshmgrepomngreq!mementsforumversalserwceprograms in a restructured
electric industry in 1998, the PennsylvamaPUC largely adopted my recomnendauonsas to

universal service performance measurement.

C. Anti-RedliningReportingMechanism. ... .. .-~

IS THERE A THIRD CONDITION THAT YOU WOULD REQUEST THE
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COMMISSIONTO PLACE UPON THE MERGER? ‘
Yes. IreoommendthattheCommsmonplaceasmaanu-red]Jnmgcondltononthe .

merged company, should the metger be approved. My proposed condxtw_n is attached as

" ExhibitRDC-6.

D Technology Diffusion.

WOULD YOU PLEASE EXPLAIN THE BASIS FOR YOUR TECHNOLOGY
DIFFUSIONRECOMMENDATION.

My proposaitb use merger savings to create a technology diffiision center is conmsten}:thh

the .Staft‘_s stated concei:n as follows:

. . .the Applicants have not demonstrated in the application as it currently
stands how the public would benefit from any cost-savings resulting from
the proposed merger. . .Staff is also of the opinion that as long as the
Applicants continue to have captive ratepayers without compeuuve 4
alternatives, such ratepayers should benefit from any increased synergies
resulting from the merger. If that benefit is not increased competitive
alternatives, then some other benefits must be established. Staff
recommends that any approval of the proposed merger should include a
definitive plan, by the Applicants, which will ensure the pass-through of
benefits to ratepayers should sufficient competitive alternatives not develop
for Ameritech Ohio customers. (Staff Report, at 16). ‘

- WHY DO RECOMMEND A TECHENOLOGY DIFFUSION PROJECT?

AsIdmcussmmmedetailabove,ﬂ:eApphcamshave made clear through the tatxmonyof

Mr. Kahanthattheyconmderthepnmarybeneﬁtsﬂowmgﬁomthmmmgertobethe :

. development and introduction of lngh technology innovation to large business customers.
" Mr. Kahanﬁxrthermakwclearthaitotheextentthatbeneﬁtsﬂowto mdennaland small
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business customers, those benefits will be both (a) delayed; and (b) incidental.

Atthesameﬁrdethwenewu?chnologiesm'behgdwdbpedfmbigbusiness,thelow.

income population, about which I have spoken throughout my testimony, is being denied - - - -

accessto technology.étall. Forone mmﬁalpartof the population, this denial is a matter
of fuct: the householdshave a complete absence of telephones in the home. In addition to -
my d'iscussioﬁabove,ExhibitRDCJ sets forth a discussion of this lack of access. For

another substantial part of the population, the denial is a matter of policy: the households

may not, by specific regulation, subscribe to vertical services and still qualify to re?exve
affordability assistance. As I have testified above, this denial of access to technologf, in
substantial parts of the state (both urban and rural) affects from 20 to 30 percent and more
of the population served by Ameritech. |

3
1

Accordingly, I recommend a two-part technology diffusion program, consisting of as

follows:

B An expansion of the highly successful computer center program throughout the

- Ameritech service territory;

‘¢ Implementation of a Community Partnership Commitment, similar in nature and

size to the Commitment made a condition of the SBC/Pacific Bell merger in
" California. This Commitment should involve:: (2) implementation of an
telecommumcatmns educanontust ﬁmd, and (b) mplemantatlon ofa commumty

-technologydxﬂ'umonpmgram snmﬂarmnatm'e and size to the program funded as a’
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condition of the SBC/Pacific Bell merger in California.

PLEASE EXPLAIN WHAT. YOU RECOMMEND AS TO EXPANDING THE
COMPUTER CENTER PROGRAM?

Atpl_ment,Ameritechhas.ﬁmded 14 cbmpmetcemersﬁlroughthe Ameritech service

. territory. AccordingtotheMay1998progressreporttothePUCOabomtheCenters-

The centers and the [OhoCommnmtyComputmgCeuterNetwork]areauuesuccessstory
During the last quarter of 1997, there were over 26,000 visits by children and adults to the

... 14 Ameritech funded centers, with over 6 OOOusmgthe cénters for the first time (during that .

period. Many of the centers have people waiting in line at the door when they open. Most
of the centers are located in commumnes where, without them, ﬁleewould be no access to-
thJstechnology | -

Given this success, I recommend that the Computer Center program be expanded in two

répects: | | |

1. I recommend that tpe number of community computer centers in the cities currently
served be doubled within the next three years; | |

2. 1 recommendthataeingle commuﬁity-compuhar center be established in the .
followmg counties: Lawrence, Galia, Monroe, Jefferson, Perry, Belmont, Highland,
andFayette 'I'hesecotmhesaremarkedbythedualchamctenstlcsofamgh

’ mcldence of extreme poverty and an exh‘emely low telephone pene!ratlonrate.

Fundmg these centers at the 1994 levels inflated to 1998 dollars (‘mclndmg an

- administrative subsidy to the Network) requires a commitment of $3.8 million over the next

Report on the Implementation of the Community CmmndaCenter Commitment in the Ameritech
AItematweReguIationSetdanmt(May 1998).
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three years.

PLEASE EXPLAIN -YOUR RECOMMENDATION . FOR A COMNI’I’Y
PARTNERSHIP COMMITMENT. |
The SBC/Pacific Bell merger was specifically conditioned on the implementation of a
Community Parthership Commitment, under which PacBell promised to fund an $30+
million in education .andlcommmﬁty technology projects. ‘'over the next ten years. I
recc;mmenda sxmﬂarmrhauvem Ohio. o

. . . ; ¥
WHY DO YOU RECOMMEND AN $80 MILLION INVESTMENT IN THE.
COMMUNITY PARTNERSHIP COMMITWT?
The reasonableness of the $80 million commitment has been previously acceﬁted by -
regula:ors,éonsmeradvéigm,andthe industry. In Celifornia, the negotiated settlementof
the Pach;ll./SB'C merger included an $82 million commitment ($52 million to education
and $30 million to technology diffusion). I conclude that the best evidence of the '

reasonablenessofthe amount is the fact that 1thasbeenagreedtobythe vanousparumm

mothercoﬁadandapprovedasreasonablebytherdwammxemgdatorycommsmm .

The needs of Ohxos low-lpcome consumers are no less than those of California and I
conclude that the California agreement presents an appropnate benchmark of
reasonableness. | '

PLEASE ILLUSTRATE THE TYPES OF TECHNOLOGY DIFFUSION EFFORTS
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. THAT SHOULD BE FUNDED THROUGH THIS COMMITMENT?

The following are mere illustrations of the types of diffusion efforts that might be supported -

through the Community Partnership Commitment in Ohio: . .

1.

Community technology. centers in HUD-funded public: housing. - ‘We ‘know the-

~ benefits of the computer centers funded through the alternative regulation

settlement. Indeed, I have recommended an expansmn of that program above.. -

. Public housing, however, which nationally serves households living at or below -

50% of the Poveriy Level, prosents an ideal opportunity to introduce technalogy -
into the low-income community. |
Funding staff, computers and. imemet. access fqr libraries serving low-income
constituencies. According to the 1997 National Survey of U.S. Public Libraries and
the Intemet, 72.3 percent of all public libraries had some type of Interﬁef, connection

in the spring of 1997. This "average,” however, is misleading., Library systems

. serving populations of 25,000 people and more had a better than 90 percent

connectivity rate. Those serving populations of 5,000 or lesshad a connectivity rate -

of about 56 percentAspartofthiétypéofiniﬁaﬁve,asmﬂ;progra:hfundingfor ~

 public school staff to supplement the technology provided through the Ohio School

Net program would.be appropriate.

- Funding communications technology for neighborhood-based organizations. The

Urban University. and Neighborhood Network (UUNN), a coaliﬁon of universities
andcommumty orgamzatmnsm Ohxo, found in arecentsurvey that most such
organmmnshavenmthermtemetaccessnorbehevethatﬂmy couldaffordrt. Th:s
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lack is particularly worrisome because it comes at a time the federal government is
forcing individuals and communities to become more self-sufficient. The tasks of

consumers taking responsibility for their own well-being is greatly complicated by.. .

. their lack of communicationstools.-

Funding should be permitted for a variety of innovative and creative programs to -

bring technology to bear on the problems of low-income commumtxes Without

stating" specific proposals, 1 recommend that the funds be available, upon

application, for creative problem-solving directed toward community building,
education, creation of employment opportunities, ecqnomic development, and zgther
community-based solutions. The breadth of the endeavors sheuld be limited only
by'the imaginationof the communities that will be served.

PLEASE DESCRIBE THE TYPES OF EDUCATION PROJECTS YOU PROPOSE

-BE FUNDED THROUGH THIS $30 MILLION lNlTIATIVE?

- As with the commumty technology pmjects, the following are mere illustrations of the -

typesofcommlmltyeduw:mneﬁ'ortsmatmghtbe supportedtbroughthe Com:mmrty '
ParttershlpComnntnentm Ohio.

1.

!

Direct consumer education programs, provided through libraries, public housing,
schools and other public institations. |

Education programs directed toward school teachexs themselves. For school

_technology programs to be eﬁ'ectxve, however, the teachexs, themselves, st be
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comfortable with the new technélbgy. Low-income schools have fewer dollars for
3. - Education programs directed toward community-based orgamzanons Community-

- based organizations might range ﬁ-om-cdminﬁnity-action agencies; to affordable -

housing advocates, to homeless sheltérs and Head Start programs. Because of their . .

strong ties to the local community, these organizations are particularly well-suited to
playa leo.detshxp role in spreading technology in low-income communities.

4, Community m_apping programs. It is an accepted tenet of community developmeﬁ

thatsuccessflﬂcommtmnydevelopmentlmnanvesmustberootedl?the
commxm:txes' own sensg of their goals and needs: Because of this, there is a need to
nurture individuals and community-based organizations that ah'eady provide help
and support in the community, rather than trying to impose te(':hnology from the
moutside.” A community mapping program secks to find the key commumity
members and organizations that people use to find information. The goal of sucha

program is to then "deputize" those leaders and .train. them in communications. :

technology so they can assist their communities.

HOW TO YOU PROPOSE THE COMMUNITY PARTNERSHIP FUNDING BE
PROVIDED? |

- 1 propose | that the merged companies prov1de annual com:ributlons of $10 million for the

ﬁrstmxyears,mthannualcontﬁb&onsofﬁ milhonforﬁve addxt:onalyears An
mdependent non-proﬁt institution.should be established to receive anc_l administer the
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' funding, as well as to decide on funding distribution. The independent non-profit should

have a board of directors consisting of technology professionals and commmunity -

representzuves. A majority vote on the board should be asmgnedto low-income consumers. . . .. .
and/or ﬂzezrreprwentauves Ample—models of such mdependent non-profit orgamzanons -

exist in the tele;commmcaﬁons, energy and housmg arenas, The allocation. between
e@éaﬁminiﬁaﬁvesandwchnplogyiniﬁaﬁveswﬂlbe Ieﬁtothesomdmanagemeﬁtofﬂk.
non-profit Board.

DOES THIS COMPLETE YOUR TESTIMONY? ~

Yes it does.

.52.
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ROGERD. COLTON ' ‘
(Activities Regarding Telecommunications) . .
Roger Colton is a partner in the firm Fisher, Sheehmdeoltm,PubHcmeceandGmerdEmm(psc)of

Belmont, Massachusetts. Roger is an attorney and an economist. Hehaswm'kedonmsuesrelaungtolow.
telecommumeatxonsneedsandconmmerpmtectmnformoreﬂmnlSyem

el teg

Roger routinely provides assistance to public officials regarding low-income teleeommnmcahonsm He has .
tesuﬁedmavmetyofsﬂhngﬂahrymmmmmcammametyofhlecmmuﬁaﬂomkmﬂhchmﬁm .

included: the Massachusetts Office of Attomey General (impacts of price increases on low-income phone penetration
and service quality); Rhode Island Legal Services (consumer protiections); the Connecticut Office of Consumer Counsel

(credit and collection); the Pennsylvania Utility Law Project (universal service); the Colorado Office of Consumer -
Counsel (credit and collection); California TURN (AT&T deregulation); and Washington Utility and Transportamn :

Commission (U.S. Westdeposztpmcncu)
" Rogerhas written widely on telecommunicationsissues. Hi.spublitztionsinchd;: ‘e ¢

0 Colton. (1993). "Consumer Information and Workable Competition in the Telecommunications
Indusu'y.")C(VHJoumaquEcononch 775.

o Colton. (1990). 'WhenthePhoneCompanyxsnotthePhoneCompany'CredxtRepomnginﬂze
- Post-DivestitureEra." 24 Clearinghouse Review 98.

0 Colton, Just Like Them: The Impact of Telecommunications Competition on Low-Income and
Other Hard-to-Serve Consumers, presented to National Meeting of the National Association of
Regulatory Utility Commissions (1998)

o Colion, Universal Residential Telephone Service: Needs and Strategles, presented to the 105th
National Meeting of the National Associationof Regulatory Utility Commissioners (1993).

0 Colton and Sable (1991). A California Advocate's Guide to Telephone Customer Service Issues.

Preparedmth ﬁmdmgﬁ'om the CaleommTelecommumcat:onsEducahonTrustFund.

o Colton. (1989) Idattwing Comner aaracterisﬂcs th‘ch are Inportantto Detamining the
Existence of Workable Competition in the Interexchange Telecommunications Indastry. Prepared
under contract to the Office of Public Counsel of the FloridaLegislature.

o Colton. (1989). The Interexchange TelecommunicationsIndustry: Should Regulation Depend on
the Absence of Competition. Prepared under contract to the Office of Public Counsel of the Florida

) Colton. (1939). The De'nial‘of Local Telephone Service, foertpaymem of Taﬁ Bills: A Review
and Assessmentof Regulatory Litigation (2ded). -

o Colton. (1988). Customer Service Regulations for Residential Telephone Cusiomers in the Post-

Divestiture Era: A Study of Michigan Beil Telephone Company. Prepared under contract to the

-
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Propartion of Households Below 100% of Poverty Level
Without Telephone Service in the Home
(Selected Ohio Counties) :
County Percent without Telephones
Highland 31%
Lawrence 27%
Seneca 2%
Perry £©%
Fayette 24%
Sandusky . %%
Muskingum. 23%
Gallia 2% - ¢
Tuscarawas 23%
Coshoctan 2%
Clark 21%
Washington 21%
Madison 20%
Hancock 19% 1
Geanga 19% I
Erie 1% |
Montgomery R B 15% |
| Columbiama : 1% H
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" Persons of FedaralPovertyLevel o
| Statewide vs. City/County/MSA
Below 50% State City County MSA
Cleveland(Cuyahoga) 6.1% 16.5% 1.5% ' 62%
| Toledo (Lucas) 6.1% 105% . 8.4% 7.4%
Akron (Summit) 6.1% 107% _6.1% 60% -
Youngstown (Mahoning) 6.1% 15.7% 82% 7.0%
Columbus (Franklin) 6.1% 8.9% 6.6% 5%
Dayton (Montgomery) 6.1% 14.0% 162% 5.9%
' Householdsat or Below $5000 Annual Income
Statewidevs, City/Connty/MSA :
Below $5000 State City County . MSA
Cleveland (Cuyahoga) 6.6% 16.7% 8.1% ° 6.6%
Toledo (Lucas) 6.6% 10.0% 82%. 19.6%

1 Akron (Summit) 6.6% 10.2% 63% 62%
Youngstown (Mahoning) 6.6% 15.7% 8.7% 2.7%
Colnmbus (Frankiin) 6.6% 8.0% 6.2%. 5.8%
Dayton (Montgomery) 6.6% 12.7% 64% 6.0%

4
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' Houscholds at Designated Income and Poverty Levels
City vs. Statewide
HFis Bolow $5000 Ammal | Persons Below 50% Poverty - Total Population
Income Level .
| Number |  Percent Nomber | Peréent Number Percent
‘Cleveland 33,323 12.3% 83,222 12.7% 505,616 4.7%
Toledo 13,033 4.8% 35,087 5.3% 332,943 3.1%
Akron 9215 3.4% 23,931 36% | 223019 2.1%
Youngstown 5,806 2.1% 15,071 . 23% 95732 0.9%
Colurabus 20,529 7.6% 56,018 8.5% 632,958 '5.8%
Dayton 0213 .| 34% " 25473 . 39% 182,044 1.7%
Stato 270,387 33.7% . 656,554 36.4% 10,847,115 18.3%
-



. . , EXHIBIT RDC-4
GENERAL DESCRIPTION:

The Universal Service Indicator measures a utility's total performance in recogmzmg and addressing
Ppayment troubles. ‘The Indicator further measures the company's total success in keepmg customerson -+ - -
*deferred payment agreements once negotiated and in avoiding the need to disconnectservice. ..., -. -

FORMULA AND DATA SOURCE:
The Universal Service Indicatorwill involve the compositscoreof v differntfacorsas follows:

1. TERMINATION RATE: Termination rate is calculated by dividing the number of m1den1:al v
servmetennmatlonsby&xe nnmberofmxdentmlcustomers. Thetennmanonrateenables a..
companson of termination practices among companies without regard to differences in company .
size. The terminationrate compares the-performancefrom aspecxﬁedpenodto the termma:nonrate R
for a base period. If the company is at the base period level, it will receive a score of 5. Forevery * :
.10%dxvergencefmmthebasepmod,nmﬂmceweaplusormmusratmgofl respecnvely C

Using a ten point scale, the-score would becalculaiedas follows (with."0" representing no change TR

ﬁ'omthebasepmod)

069
1o
049 _,
(03) |
©2)
0-(0.1)
0-0.1
[
{o3
“foa
05
0.6 | ' - 0

2.  MONEY AT RISK INDEX: The money at risk index is calculated by indexing the sum of all
moneymmearsnotmpaymentplansandallmoneysubjectwpaymentplansmasmdypenodto

the sum of all arrears not in payment plans and all money subject to payment plans in a base year. .
Ifthetwosumsmthesame,themdexxs 1.0

—
<

H,:.-u Gt et

mvlwlalwlalalw]e]e

—

Ifﬁlecompanyxsatthelevelofﬂlebaseyear rtwdlrecexveascoreofs If the base year is 100'_

-59-




and the study year is 110, for example, the index s 1.10,

For every 0.2 divergence from the base year index, the company will receive a plus or minus
- of 1 respectively. .Using a ten point scale, the score would be calculated as follows (wrth "0"
representmgno change from the base period): .

=='_J====== -

| - 10
| 09-00 9
. en-09 g
09-09 7
| 09-09 6
10202 5
:FO-oz s
- fos-0s 4 f
" los-os 3 i
0.7-08 ‘2
§09-10 1
11+ 0
3. WW: The deferred payment agreement success

rate is calculated by dividing the number of deferred payment plans that are completed without -
renegotiation and without service d:sconnectzons by the number of deferred payment plans tbat a
company enters into in a giventime period. -

The percent of customers who successfully complete defen'ed payment agreements is an indication
of the extent that the company adequately addresses customer's payment problems. A successful

. . completionof a deferred payment agreement involves a household which retires its arrears without
need for renegotiation of the agreement and without need of the disconnection of service. Given
the mandate to enter into only "reasonable” deferredpaymentagxeements,vmallyallofme
company's deferred payment agreemenls should be successfully completed. -

Thedefexredpaymentagreementsuccessratecomparesthe performanceﬁomaspecxﬂedpenodw
the success rate in a base period. Ifthe company is at the base period level, it will receivea score of
5. For every four percent (4%) divergence from the base period, it will receive a plus or minus
rating of 1 respectively. Using a ten point scale, the scorewouldbe calculated as follows (wrth"O"
repmentmgnod:angeﬁ'omthebasepmod).
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4, M__M Thewelghtedarrearsscorexsca]culmdbydmdmgﬂzetotal.;.-

residential monthly arrears not subject to deferred payment agreements by the average residential
monthly customer bill. The score, also known as a Bills Behind statxstxc, isa wexghted arrears for
all households who are not in deferred payment agreements.

Householdsthat are in an‘eéfsto the company, but which have not énteredinto a defegredpayment
agreement, represent a risk of loss to the company. Moreover, by enteringinm a deferred payment
plan, the risk that the household will ultimately lose its utility service is lessened. Comparisonsof

arrears between companies, however, can be misleading because of the difference in bills. Forthis :: . -
mawmgh&dmmstatshcmcﬂculatedwﬁat&eeﬁeﬁofdﬁmﬂwmgebmsmmkm P

into consideration.

- -_ThewenghmdmeamﬁcmrcmesmeperfommwofmecompmymtheWaage“wexghmd

"‘arrears” rate for a specified period to the average rate for a base period. If the company is at the .

* average, it will receive a score of 5. For every two-tenths (0.2) bill divergence from the average, it .. .

will receive a plus or minus rating of 1 respectively. Using a ten point scale, the score would be
calculated as follows (with "0" representingno change from the base period): - -
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" PERCENT CUSTOMER IN DEBT *To.the extent that customexsdo develop past due: bil]s, a -

utility should be willing and able either to collect those bills immediately, or to place those
customers in reasonable deferred payment agreements. The existence of households in arrears
represents a failure in both of these processes. Households that are in arrears, but that have not
enteredmtoadeferredpaymmagreement,representa serious risk of loss to a utility. One aspect of
universal service involves both getting —-and kzepmg- late-paying customers on deferred payment
arrangements.

The percent of customers in debt score is calculated by dividing the total number of residential .-

customers in. arrears (but not subject to payment plans) by the total number of residential
customers. This component compares the annual performance of a specific company to the average

_,"'customersm arrears” rate for a base period. If the company is at the base period level, it will
" receivea score of 5. Foreyerytwo percentd:vergenceupordownfmmthe avemge,xtwﬂlrecexve

{
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* a plus or minus rating of 1 respectively. Using a ten point scale, the score would be calculatedas -
. follows(wrth "0" representingno change from the base period):




faw 10

(9)-(10) 9 -

[N} 8

®-© 7

®-@ - 6

{o-0 .5
‘10-2 5

_ 13-s ' 4
A FIT 3

.. ..' . ...‘. 9-10 1




"EXHIBITRDC-S
PAGE10F1

2

Score

TerminationRate

Money at Risk Index

Deferred Payment Plan Succéss Rate

Weighted Arrears

Percent Customers in Debt
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Sumlines1-35
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* SECTION1: Noumscnnv:muomf ACCESS AND DEPLOYMENT OF TELECOMMUNICA’I’ION o

SERVICES.

Prohibition of Discrimination. — It shall be unlawful for Ameritech/SBC to refuse to -
provide access to or deploy retail telecommmications services with either the purpose or .
effect of discriminating on the basis of race, national origin, income, or residencein a rural . -
area. Evidence of a pattern of under-representationof members of classes protected by this
section in the deployment of retail telecommunicationsservices shall constitute the eﬂ‘ect of
discrimination for the purpose of this requn'ement. N

Submlsslon of Plan for Provision of Service.— Asa condmon of receiving or renewing a

.- cértificate; license,. franchise, permit or other.guthorization to provide telecompmmications . -

service, or to.erect. any -facility. for such provision, -Ameritech/SBC.shall submit to. the ..

- Commission:a: plan- and:periodic: reports. demonstrating compliance with. subsection.(a)...: e
- Plans:and: periodic-reports:shall: include -all; relevant-tract-level census.data:in-a.. standardg;.:; )
- form:to-beé:prescribed by:the Commission. Ther&sha]l be.an opportunity.for.public.reviews.; . .. -
of  said: plans-and:reports; -however;:the:: Commission: shall ; adopt ;procedures: for-the.-. .- ... .-

protection of proprietary information Ameritech/SBC submits in compliance w1th this
section from access by competitors.




