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PARl'ID. MERGERCONDmONSAND PROPOSALSFoaREl\nmIES.

Q. WHATDO YOUREcO~]lASMERGER CONDITIONSTO ADDRESSTIiE

. ISSUES:YOU IDENTIFYABOVE?

A. My firstrecommendationisfor the PUCOto-requ]retbatAmeri1echstrengthenandenb8llCe':-•. ; .

the USA program. USA is the first line' of defense~ the unaffordability of

. telecommtmication.s~Ce in the hOme. .In addition to improvements in the way the

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

require Ameritechto adoptthe following two modifieationsto its USAprogram:

1.' Customers .should".be. made .e1igt'ble:..for..the USA progratD.:on:.an income-~. '. . "..
f:

.While extending ·categoncaLeligtDility·..to .consumers. is. an' effective· and· efficient· .,

way to qualify customers. for the program, there are many customers who do not

participate in such public assistance programs. Research I have prepared with
I. ,

respect to energy efficiency and energy assistance on non-participatio:p. in public

assistance 'programs has .identified'these populations of customers to include, in

particular, 'older·.persons;·and:.persons .who:have.;"become. po~,:.{e.g.,..divorced,· ,

unemployed, retited). A person should be able to establish eligtDility based on

incomei:m:spectiveofbis orher~cipationin pUblic assistance.

2. Customers should be allowed to gain access 10 the benefits of the USA program

irrespective of whether they subscribe to vertical services. In particular, I

recommend that subscriptionto call waiting and caller identifieationnot disqUalify

custom~ from participation:in USA,unless such custoniers have, experienced a . :.'

disconnectionfornonpaymentsubsequentto theil' enrollmentin the program.

..'
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WHAT PROPOSALS.DO YOU RECOMMEND.THE COMMISSION ADOPT.AS

MERGER CONDmO~S:TOREMEDY:-TBE POTENTIAL' HARMS' TO· LOW.,

INCOME CONSUMERS?

IJi addition to these efforts to s1rengthen and enhance the USA program as ·a merger

condition, I recommeDd the following merger conditionsto address the issues I mise above

and to mitigate the ac1Yerse impactsoftboseissues:.

. •. .I:ncreasingthe.provisionoflow-income service.bjNew:En1:i'an:t.Car.riers.(NECs).:In:. :..: :.,r.~.

particular, I· pmposean.:·.ltequal access.mecmmism";·based:on low-income1elephone.::.. ',', . :;.,,'

penetrationIates. .

• Establishing a universal service perfonnance measurement system, with specific
,

penalties for a post-mergerdeterlorationin~ersalservice.

• Implementing a reporting system designed to identify the systematic exclusion of

customersbased on.geographicorsocio-economicbases.·mL.· " .

• Creating a t;wo:.part technology difIasion program. First; I propose to expand the

community cOmputer center program. Second, I propose to iimd a Community

partnership Commitment consisting of technology diffusion and' crnmmmity

educationinitiatives.

A.Equal~M~jsm.

WOULD YOU PLEASE EXPLAIN YOUR RECOMMENDATION FOlt AN
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"EQUAL ACCESS :MECHANISM" BASED ON LOW-INCOME PENETRATION

RATES?

I agree withthefonowmg Staffstatement;, . .

One way to'be more' certain tbat·tb.e~proposed· merger"willpromote·the ....; .
public convenience is if the merger [•••] in~ed the provision of
.residential service by NECs. Increased residential competition will help
balance a.pnst any inclination the Applicants would have to concentrate
~ resources on new ~tivebusiness opportunities while allowing
captive customers in non-competitive areas to suffer lower quality service.
(S1affReport, at 9).

My recommendedmechanism for "increasingthe provision ofresidential service by NECs" " -
. .

is.throughthe equalaccess mechanism propQSed:below~"':':·. ::.'

PLEASE DESCRIBETHE BASIS FORYOUREQUAL ACCESS:MECHANISM. .

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

'. assets paid for by local r8tepayers and switch its focus to non-Qbio competitive services

while abandoning the unserved low-~ome market. Given the discrete identifiable.

population that is unserved,~ the serious.adverse consequences of1bat lack of-service, as.:., ..

..discussedabove, an equal accessmechanism is~ed.

. Moreover, the proposed Equal APceis 'Mecbani~ recognizes the differenCe between
. .

"offering" service 10 a market (mcluding offering.the USA program), and aflirmatiYe1y
. .

marketing Service to that market. I agree that Ameritech "offers" the UsA program to its

low-income PQpu1ation, meaning that Ameritechwill "make available" the USA program. .

Nonetheless, as theS~ itself, concluded in its Review ofAmeritech's Universal Service
. ' . '.
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1 Assistance Commitment: "the Company's goal seems to be to '~e the 'Advisory

2 Committee by tinkering with 'the USA program while offering as li¢e as possible in the

3 way of meaningful ,changes as the clock,ticks;.down to-the. end of the alt reg plan.", I

4 recommend that the' PUCO adopt a·perfoananee-based'Equal-Access·Mechanism,system .,'..
, ,

s for universal service. To the extent 'that Ameritech's universal service efforts are

: 6' ineffective,the'CompanyshouldpaYthosecompanieswho will adopt an effectivepro~

7

8 Q. BOWWOULDYOUREQUALACCESSMECBANISM,WORK? "

,'9 "A,.. ", To implementthe~EAM, ,proposal;.:if.the,penetration:ntte:£o~:lo'YI:,"income.co~~$ys "': ", ~ . _.' ,

'1:0'.-, :'

11

12

13

14

lS

16

17

18

19

~o

below: the:penetraticin rate:for,residen1ial consumers as ,a,whole; AmeriteehshoUtd,provide : .,.,. .. ,- '. '.

~ access funding. The funding shouldbe calculatedon' a flat dollars-per-eustomerbasis. .

The company's assessment should be multipliedby the difference in the total number of
~

lOw-income customers at existing penetration levels and the number of low-income

customersat penetrationlevels equal to the residentialcustomerclass as a whol~.

The nmdil1g responsibility should be $100 per~ for the share calculated in this

manner. The $100 figure bas an .empirical basis~ The telecommunications indosb:y
, .

gene.m1ly accepts a"~ acqUisition cost" in thC range of $350 to $450, v4th the

middle of that range being $400. That acquisition cost is translated into the $100 figm:e
. .

throughapplicationofa 25% chumrate.\l5\ The 25% chumrate will result in it $100 ~gme ,

. .
. WhiletheJow-incomechum rate is, in1hct,assumedto be at or above 300-', it is set at 25% simply fortho sake
. ofintroduciDganoteofconservatisminto the calculation.

, \ ' "
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as the $400 acquisitioncost is amortizedoverthe four year life ofa customer.

Tb.e equal access funding generated.through tbis·mecbanisrn·should.tb.en.be distributedin~....:· ...,., ..

the samefasbionasacy~ fund~·distributed.~~,..Afterdeterrniningthe ammal budget, an··.·:'

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

access. AppIicationnrlghtbe made by anNEC in support'ofproviding service to parti.

1J11Served or underserved populations; by commU¢ty-based organizations in support of

providing service to unserved or underserved populations; or by others proposing creative

approachesto.equal accessyr· .

CAN YOU ILLUSTRATE?

Yc;s. I will use statewide Ohio figures due to the lack of Amerltech-speci:fic data.
I

Accordingto 1990 Census'data, there wererougbly521,000 occupiedhousingunits in Ohio

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

Level Ofthose, 18 percent,Corrougbly.96,OOOhouseholds)did nothave telephone.service.

lb. contrast, the Census indicates that there were roughly 4.1 milliontotal occupiedhousing

. . .
Cypre8 is a legal dodrinewhich holds that when some portion ofthe monetary recovery in a consumer law
·suit cannotbe directlydistributedto indiYidualclass members, the 1\mds shouldbe awarded in a manner that
win put tho residue to its "ilextbest use" and prodDco beitefits for as many class members as possible. The
doctrine fi'equmtlyresults in the estabJisbmentofa trust fund. Tbrcugh such a fund, the money is dis1ributed
to privatencmprofitorganizationsentrusted'tousethemaneytobenefitthec~

I would recommend that reciPients ofEAM assistancebe required.to sign an -assurance" that rates will be
maintained within scme range of PUCo.determined reasonableness. Providing such assurances is an
established mec:banisrn to gain compliancewith desired ends withoutthe need for e$lblishing regulations. ~•. t· •

SuchassuranceswouldpreventEAl4 funds from beiDg usedto~phone sharks, aproblemtbatbasbeen .
addressedin Ohio. .-
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units in Ohio, ofwbichl~OOO (5 perCent) did not have telephoneservice. To increase the

penet:rat:ionrate for telephone Service within the below pave;rty population to the statewide

average,. therefore, yrould.require the extension,of service.to an additional 70,000 below.
. ,

. Povertyhouseholds,calculatedas fonows:'"

t. S21,396x 0.184= 95,762

2.521,396· 0.05=26,066

3.95,762- 26;066=69,696

Using,the equal access mechanism 1 recommend above, the surcharge in this. statewide

illUstration.Wouldbe .$7'.0 million(69,69.6!' $100 =;$6,969,600)•...'..

WHAT WOULD TBESE EAMFUNDS BE USED FOR? .

Examples ofactivities for which the Equal Access Mechanism funds could be used would
,

include: (a) creative personat marketingby community-basedorganizations; (b) subsidized

marketing efforts by NECs~ (c) meacs-tested subsidizedbasic local service for NECs; and

the like~; I ~ommend that·funds be·made.subjectto the :fOllowing four criteria: '..

1. The need for a' timely response to ~ctable circumstances or special
opportunitiesto serve thepUrposesofthe fund;

2. The level offunding or otherparticipationby private orpublic sources in the
: activitybeing ~onsideredfor~ding;

3. What resource~iWill be requiredin; the future to sustainthe effort;

. 4. The long-term ,effect of a proposed activity with respect to access to, basic .
local telephoneservice. .
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J. Q. DOES. YOUR EQUAL· ACCESS :MECHANISM' PROPOSAL HAVE

2 COMPE'flnVEIMPLICATIONS?

3 A.

4

5

6
7
8
9

. J.O
J.J..
J.2·

- " '1.-4'.: '.

1:4·.' .

J.5 .

J.6

J.7

J.8

J.9

Yes.' The eqUal access mecbanismproposalheIPs to address·an issue.previousl,·raised by..... .... ,

.both· the ·Edgemont Neigh~··Coalition-··and 'the·"Staff·=Report.:: I, agree with: the: '. '
foDoyting Staffstatement, albeit'witha somewhatdifferentfocus:

Staff belieVes that the merger, as it is canentJ.y propOsed, may increase
Ameritech Ohio's market power· dominance and may present a significant . ,
additional barrier to the emerging competitive market. • .Vigorous
competiti9D- would challenge the market dominance cuaent1y held by .

.. ·~eritech .ObiQ _.and'.would 'diininisb the· Opportunity for Ameritech to .
exercise rDarketpowerabuse." (Sta:ffRePo:rt, at 13)., ' . ' .

Inadditiontopromoting:equal access forlow-income.customers;.the:proposedequala&ess: :,.- "'. .. ,..... .
mechanimds.needed:to:.le:vel.the.:competitive.playing..:fieldfor low:"in~me customers;,:~A..~.: .....

company that is providing adequate quality service to low-income customers is incurring

acquisition (and Service quality) costs not incurredby the merged SBC!Ameritech entity.

Throughthis equal accesS mechanism,NECs (or others)se~ to provide quality service

to-the entire market will not be placed at a competitive disad:vantage~ Either the merged' .

company spends the money in the prqcess of serving low-income customers or it pays an
"

2 0 equi~ent .amount through the~ ~cess ~barrlsmCoinpetition,' therefore, is

2 J. enhancedthus fiufllljngthe Stafi'srecommendation.

22
'. .

23 In sum, for the lC?w-inc.ome market in particular, my'proposed Equal Access Mechanism
.'. ..

24 fulfills the Staffs observation that "in order to djminisb the serious concerns of increased

25 marketpower dominance•• .aD.y approYa;1 oftIie proposed merger must predicatean "Ohio"
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24' A.

~ for local serVice competition to diminish Ameritech's existing market ~." ,

(Sta£fR.eport, at 14). '

IS· THERE ANY FINA;L',CONSEQUENCE>··OF'.THE,MERGER'THAT:YOUR,·

EQUAL ACCESS MECHANISMwiLLADDRESS?
, .

Yes. Iagree~ the·Staffobservationtbat
. '.

• • jf the merged corpoIation were' to reallocate its resources to its
competitivebusiness serVices and the focus on Ohio's competitivecustomers "
,be~e~utedby·1:he.brOaden~,sCo~,0(~tPOI*interC.sts"lt·is;likely that "
there would: be.'an"eromon.of Anierlteeh Ohio's cOncern 'for the remmriing, ,. ','
non-telephonehoUseholdsin.thesta~,.afOhiO' ...(StaffRep.ort,at 19.)•. , .. ,. i

, .
I dtsagree:with ,the S1aff:to-the extent:that:the.Staff recommends'8S,the:omy... remedy that , "
, .
Applicants "perform a series of studies to determine the various causes of non-telephone

. ' households ~ Ohio." (Staff:Report, at 19). I disagree with this "study the problem"

<
approach even though the' 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.~. (Id)•.. The Equal. "

Access Mechanism 1 propose above ist instead, the type of "practices and policies that [the .,

Applicantsshould] implementover a ~i:ticperi~oftime and unc:ter~onreview. :

fordecreasingthe!11JID,berofnon-te1ephOnehouseholdsin·Ohio.",(Id).

WHY IS THIS '~OSION OF CONCERN, FOR THE REMAINING NON

TELEPBONEHOUSEBOLDS""ONACCEPTABLE? .
. , .

The obligation to~~universal service is an explicitquidpro qUo that was exacted in
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22 A

exchange for substantial--an.d continning-public benefits. So long as the utility enjoys the

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

the exchange:.

In particular, telecommunicanonlttilities have~ granted.two sets ofpubllc~:

(1) the right to exercise eminent domain; and (2) the right to use the public's streets, aileys

and public ways as frat:1sportation corridors. In accepting these public perqUisites; these

. telecommunication companies have dedicated their property so supported to a public use,

includin~the·supportofuniversalserviCC'",.:, :.'

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 powerofemmentdomain. Second,thosepublicbenefitshave a distinct

value, which i#I positive; indeed, the right to eminent domain is not only valuable, but is

":_1 to publi utiliti"· "'Mo.:.....:!.. " "a1" • • 1. theesseD:w:u., c: es.!., ,U&U.~: a COII1II11tment:to:umvers .. sennce ',18 : S1lJlPly' , , '.

. '

.compensationto the public for having provided these public benefits. There has been an

exchange ofconsideration. On the one band, telecommunicationsutili~es are providedthe

right to use public streets and to exercise eminent domain.' On the otherhand, the utilities, .
"pay" for these grants through,a commi1mentto universal service.

..
HAS ANYONEELSE REACHED THIS SAME'CONCLUSlON? ",

Yes. Theeiplicit exchange that haso~ has been. recognized in the cable television

,.
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context as well. According to the Practicing Law InstitUte within the context of cable

telc:Msion:

LocalgovernmentsarereaJizingthe..unique·value.ofpublicrights-af-wayfor
which they act as trustee~ Public rights-of-way are :acquire4 and paid for . .
through govemment action,·usually··the-exercise ·of·ajurisdiction's eminent--· ..f·.
domain powers. ~ the public rights of way are the most 'valuable
property .rights in the hands 9f goYe1'1lD1ent. • J,oca1 governments must
receive fair com.pensationfor irat1ting use of the rights-of-way. Otherwise,
govCmment is merely subsidizing.the businesses. of private rights-of-way
users.••Traditional users of the public rights-of-way were deemed to .
providepublic compensationin the form ofuniversal service and regulated

. rates..•With traditionalusers ofpublic rights-of-way, compensation for use
. '. ~ of.~ePublic rlgQ.t&,-of-:way.~ ~·On~.~.end ..cc>,~~ ,~.rate .

regulation and other public'benefits like.universal service, rather.than being·· ". .' . ,
paid directlyby tb.e; govemments,.the··actual owner'of. the public rights-of- .. i' .. ' . .
way.\18\ .

PLEASE SUMMARIZE.

In sum, havingo~~ benefits ofthe bargain, Amerltech should be required to help

fulfill the responsibilitypart "fthe bargain. To allowthe proposedmergerwith the dilution

ofattentionto non-telephone households'would'be to'grant.tb.e benefit-while forgiving the..··· .; ..'

costs.

.' .
NICholas Millerand KristenNven, "What is'the EmergingRole ofLoc:al Governments in 'IbisNew Worldof
TelecommuDieaticms,It in CtI1U TelnisItm 'LrIw 1996: Cmtq1etJtlo" 111 Yldeo a4 Telqlumy, at 12 - 13
(1996: PracticiingLaw Instimte). See also, PeterFax-Peoner(l997).Elet:trlc UtlIlt.11l.atruct1lrlng:A. GIdde
/01' tJu CompetltiI1eE7tI, 329, Public Utility Reports: ArlingtoD, VA ("Others argue that the obligation 10
. provide for universal service is not ono imposed upon the industry, but rather an obligation tb1t 1he utility
industryhas voluntarily acceptedas partof ilsfrancmsciagreement.. 'Ibis obligation Is one that serves as the
industry's Itpaymentlt foJ' tho graiItofsubstantialpubijc benefitsprovidedto. it. So 1Qng.as the utilities aojoy
the fruits of that exchange, they must abide by. theob~ that.were bargained for as part of that
~e.").
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22'

B. UniversaIServicePerlormanceMeasurement.

WOULD YOU· PLEASE EXPLAIN THE BASIS FOR YOUR UNIVERSAL

SERVICEPERFORMANCEMEASUREMENTPROPOSAL...

In'my discussion above, I identi:fy-a varlety'·ofbaniers that the·proposed.merger will have,. '~": .:'..

on customer services provided to low-income consumm: consoli~on of facilities and .
. .

resources, standardizationofpracti~andproce~ reduetionin community focus. My

Equal Access Mechanism helps to addiess th~ impacts on the unserved customer. The

universal serviceperfoni:J.ancemeasurementmecbanism1.proposehere addresses the impact .
. .

on customers.who.remain:~~the 'merged'company," but.Who' receive lesser' service. in'.;' ,
. f '. .

retmn.

Ideally, the degradation in service I identify above would not be ,allowed to happen. To
I

prevent that degradation,' however, would probably insert commission regulation into

management decisionmaking to an unacceptable degree (e.g., where should community

offices be; what should treatm.ent.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 -qItimate delivery ofuniversal service. The proposed mechanism is

designed to measure that outcome and to in;tPose sanctions, should adverse performance

arise. .

PLEASE.EXP~ THE BASIS OF YOUR PROPOSED UNIVERSAL SERVICE .

PERFORMANCEMEASUREMENTmCHANISM?

. -·40-



1 A. . This proposal desc:ribes how ano~criterion rega:rding universal service might .

2

3

4

5

6

7

8

be.designed andimpl~ The purpose here is not to create a benchmark through

which a company'sperfoi:mancc is.meaSmed.vi.HI.vU.the.indus1Iy. generally. .Instead, this_.' .

indicatOr is to allow·a·perfonnancereviewof-whether universal·service.performancefor·a- .... _.

p~cular company.is improviJig or degrading vis a vis previous perfurmance. Such a

revieW will allow the Commission to determine whether pcr.fo.manee is being sustained in

the post-mergerenvironment.

. .
HOWWOULD.TBISME.cHA~IS~I"OPERATE?:~·.. -<'9 Q•.

11

. t

An explana11onofthe.Qvera1lopemtionof1:hemechanismis' set-forth·in.ExhibitRDC4; ;.. ' .' •• _. J

12 Q.' ~ EXPLAIN WHY THERE IS A NEED FOR EACH COMPONENT TO
!

1.3 YOURMECHANISM.

14 A. All .five components are necessary to reach 'the desired results of universal service

1.5 performance-.measurement ·without:creating·:perverse... in~entives: to .pursue:. counter"'!. A

16 productivesttategies. Consider:

.17 •• To create rewards for reducing arrears without creating penalties £:or increasing
. .

18 shutoffs would lead a utility to refuse to negotiate reasonable~ent plans with

19 those.least able to pay. The utility would 1hen ~llow with the termination of

20 semce. The end sought, ~owever, isnot simply the teducti~ ofmears, but rather

21 thepmsuitofuniversalservice.
22 • '. Similarly, to createan incenti~ for increasing the mimberofpaymentplans without

.~.
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+ To create ariincentiveformaximizjngthe percent o.fcustomerson deferredpayment.

arrangements,without creating an incentive to minimize total customers in debt at .

penalizing high proportions of ~ordablep~ would lead a utility to place

customers oil deferredpayment mangementswithout regard to the~ ofthose

reasonableopportunityfoJ; success.

. .
plans to. Succeed. .There.is not.only. a.need.to.getpayment-troubledcustoiners.on ...

ammgement•

the same time, may well divert resources from the overall goal of full and timely .' 

paymenL ..The first·step; of course;:is:to minjrnize·.overallievels of debt :Tp the·· .' .
. .

extent- there.· is .debt; that·.-debt should··be ,~·.subject to· a .deferred-payment ..

.'

deferred· payment,.arrangements;··but:··to,·get them <on' aj[ordabie· plans .with:a

A. The composite universal .service measurement, of a utility is calCJJ1ated by adding the

various component·'SCOreS as set, forth. '. in ,Exhibit :RDC-S•. The·, fiDal ...performance. :

measaremeiJ.tis then the total scme dividedby the numberoffactorscomprlsingtbe SCOl'e.

;

Q. .PLEASEEXPLAINHOWTBEFJN~SCOREWOULDBECALCULATED.

Q. IS THE INFO~TlON' UPON WHICH THE- PERFORMANCE

-19 MEASUREMENTIS BASED COMPLICATEDTO GATBERAND REPORT?'

20' A. No. The perfoanance measurement system is specificallydesigned to rely on information

1

2

3

4

5

6

7

8

·9

1.0

1.1.

. J.2

J.3

J.4

15

J.6

J.7

18

. .
.Zl that is routinely maint$.ed by any public.utility, including a telecommunicatiOnsSerYice.,....;·. :.

22 provider.

.~'
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1

2- Q. WlIAT SANCTJ;ONS WOULD YOU IMPOSE IF THIS. PERFORMANCE

3 MEASlIREMEm' MECHANISM..REVEALED.. A. DECLINE. IN UNIVERsAL

4 SERVIcE?

5 A.. For the sanctions to be meaningful, they must be reasonably calcu1a.ted ~o motivate the

6 company to improve its perlbrmance~ I believe appropriate evidenCe of wbat level· of

7 . sanctionachieves thatpurpose is the past sanctions imposedfor :violationof service quality
.' ..

8 . standards. I have reviewed past PUCO decisions with respect to the imposition a1J.d..

- 9 .'

1.1

1.2

penal1i~·an~:based:on.that:review;recommeD,d~·peoaltylof'$5QO,OOO·.fm:.~ery:1..O.point;.;.

(or portionthereof}belaw·:which.universal: sen1ce degrades. from the three .year baseline:: _..

performance. The maximumannual penaltywouldbe $2.5 million. .

i
1.3 Q. WHAT IMPACI wn..L BE DOWNTURN IN THE ECONOMY HAVE ON THE

1.4 ABILITY OF AMERlTECHTO MEET ITS UNIVERSAL SERVICE GOALS?

1.5 A.. The.te.aretwo'responses:··First, thegoa1.of.thC'.universal.serviceperformancemeasmement;~l' ;.. -...

1.6 ' is to prevent a deterioration in universal service from a base year. I recommend, both in .

17 establishing the base year and in measuring~ relative to that base.y~ on· an

18 ongoingbasis, the use ofa1breCyear rolling average.· This use ofa three year ave;rage will

19 smooth, though not eliminate, dramatic fluctuations based on chm.ges in, the economy.

20 Second, this concern of the~ of an economicdowntum on universal service is.a

. 21. common one. In establishing the'perf~:..measurement·.-mecbanism,i however;.l ;'. . .

22 specifically cOnsidered the. impacts of an economic doVYlltam. My conclusion in

,.
-43-

t .

"



e.conomic downturnwill not imposeparticularhardsbip to the Company.

Pennsylva:Diawas:

•••there is little volatility in universal service perfoimance. None of the 14
Pennsylvaniautilities experiencedwide variabilityin universal serviceperfonnance
year-to-y.ear~ .Giventbe.period of.time.:fut.~cb.databas been collected(S yem), if.....
such volatility were to·,exist, it-would·likely.·have become evident.. ,One conclusion: ;;~: .'
from this- might be -tbat··tota}·1JI1iversal..service·performance'·is :.not:.particularly: .
sensitive to variables that might change from year to year, such as weather. and
overall economiccqnditions. .

I conclude that 1?ased on my empirical testing of the univetSal service mecbatrism. an

'PLEASE< EXPL:AIN~··TBE::'·lNTERAc.oON:·:'BETWEEN""'TBE::uNlVERSAL·:
•

SERVICE' PERFORMANCE~.'MEASUREMENT:' MECHANISM; .AND·"-,'.YOUR::· "

14 OI'HERPROPOSALS.

1

2
3
4
5
6
7
8

9

10

11" .

·,12: :, . Q. :

""13

15 A. Effect:i:v~ implementationofthe full set ofproposals I advance as merger conditions should
t

16 improveAmeritech'suniversalserviceperformance.

17

18 Q. BAVE.YOUEVERPRO:P~AMEC&NISMSUCHA&.THAT.~CHYOU."

19 PROPOSEBERE?

. ·20 A- Yes. mestaJ,lisbingreporting requirem.c=:ntsfat universal serviceprograms in.a:reSt:ructured

21. eleCtric industry in 1998, the PennsylvaniaPUC 1a:rgelyadoptedmy recommendationsas to

22 universalserviceperformance~

23

24 c. Anti-Red]jDingReportingMeeh~Dism..I"'" " .'
..

25 Q. IS THERE A THIRD CONDmON THAT YOU WOULD REQUEST THE

...'
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1 COMMISSIONTO PLACE UPONTBE MERGER?

2 A- Yes. I recommend that the ComJi,ission place a strict anti-redlining condition on the . ,

3 merged company, should the merger be approved. My proposed condition is attached as

4 ' ,ExhibitRDC-6.

5

6 D. TedmologyDi:ffusiOIL

7 Q. WOULD YOU PLEASE EXPLAIN'THE BASIS FO~ YOUR TECHNOLOGY

8 DIFFUSIONRECOMMENDATION.
. '

9 A. My proposalto USe mergerSavings to create a tecbnologydi:ffusioncenter is consistentwith
it

10 the Staffs stmedconcernas follows:

11, ~ • .the Applicants bavC not demonstrated in the application as it cur.teDt1y
12 stands how the public would benefit from any cost-savings resulting from
13 the proposed merger. • .Staff is~ of the opinion tbat as long as the
14 Applicants contiIp1e to have captive ratepayers without compet:itive ,
15 al1ematives, such i'atepaye:rs should benefit from any increased synergieS
16 resulting from the merger. If that benefit is not increased compeanve
17 altematives, then some other benefits must be established. S1aff
18 recommends that any approval of the proposed merger should include a
19 definitive plan, by the Applicants, which will ensure the pass-through of
20 benefits to ratepayers should sufiicientcompetitive alternativesnO\ develop
21 for AmeritechOhio customers. (StaffReport, at 16).

22

23 Q. .WHY DO RECOMMENDA TECHNOLOGYDIFFUSIONQ-OJECTl·

24 A. A3 I~ inmore~ above, the Applicamshave made cleartbrough the~nyof

25 Mr. Kahan that they consider the primary bene;fits flQwing from this merger to be the

'2~ . devel~ and introductionofhigh technology innovation 'to large business c:ustomers.
-'

27 ' Mr. Kahan further makes clear that to the extent that benefits flow to residential and small
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2

3

4. '

5

6

7

8

9' ,

~O

~~

~2

13

14

15

16

17

18

19

20

21-

22' .

business customers, those benefitswillbeboth (a) delaYed; and (b) incidental

.' ,

At the same time these new technologies are· being developed for big business, the low-

income population, about~ch I have. spoken throughout my testimony, is being denied ... ,.,

access to teclmology.~allForone substantialpartofthe population,this denial is.amatter '

offact the householdshave a complete~e ofte1ephones in the home. In addition to '
, ,

my discussion:~ Exhibit RDC-7 sets forth a discussion of this lack: of access. For

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

may not, by specific regulation, subscribe to vertical services and still quallf1 to receive. , .

affordability assistance.~ 1 have testified above, 1his denial of access to technology, in

substan1iaJ.parts ofthe state (both urban and rural) affects from 20 to 30 percent and more.

oftile populationservedby Ameri1ech.

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

follows:

• An expansion of the highly successfUl computer center program throughout tl,le

, Ameritechservice1enitoiy;

• Implementation of a Community Partnership Commitment, similar in nature and

siZe to the Commitment made a condition of the SBClPacific Bell ;merger in

'Califomia. This Commitment should involve:, (a) implementation of an

telec~unicati011S education1nlSt~ and (b) implementation of a comn:nmiV
"

. .
·~logy.diffusionprogram similar innature and~~ the program :funded as a'

I,
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1

2

3 Q.

4 ' ,

5 A

6

7
8.
9

10
11.
12

13

1.4

15

16

17

18

19

,20

21

22

conditionofthe SBClPaci:tic~mergerin California.

PLEASE EXPLAIN WHAT, YOU RECOMMEND AS TO EXPANDING THE '

COMPUTER CENTER:fROGRAM?

At present, Ameritech has. funded 14 computer centeIs through the Ameritech service

, ,territory. Accordingto the May 1998 progress report to thePUCO about the Centers: .
;

The centers and the [Ohio CommunityComputingCenterNetwork] are a true successstory.
. During.the last quarter of 1997, there were over26,000 visits by-cbil~and 8duJ,ts to the
....:..14Amerl~ fund~:~~ wit1l,.over ~~OOO.using the.,,~,f9rthe ,first.t1m~.4urh1gtbat .

period. Many ofthe centers have'peOple Waiting in 1iD.e at'1he doot when'they open. Most
ofthe centers are located in comnnmities where; without them, thee-would'be no ,accrs to .
this technology.\lS\ . "

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

respects:

1. I recommendthat tJ1e numberofcommunity computer ce$rS in the cities currently

servedbe doubledwithin thenext 'threeyears;

2. I recommend that a single community· 'COmputer center be established in the

follOwing counties: Lawrence, Ga1ia, Momoe, Jefferson, Perry, Belmont, Hi8bIand,

am Fayette. These c~. are marked by the dual characteristics of ahigh

. ,incidenceofexb:emepoyertyand an~emelylowtel~honepenetra:ti0nrate. .
. .

Funding these centers at the 1994· levels inflated to 1998 dollars (mcluding an

administrativesubsidytotheNetwork)~·acommitm.entof$3.8millionoverthenext

Report on the Implemt!ntation 0/ the Conrnumlty Compllter Center Commitment In the Ameritech
AJtemativeReplat/DnSettlement (May 1998). ". ,,-._,
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1 three years.

2

3 Q.' PLEASE EXPLAIN YOUR RECOMMErmATION. FOR .A COMMUNITY

4

5

6

7

8

9

PARTNERSHIPCOMMlT.MENT.· '.

A.. .~ The SBClPacific Ben merger was specifically conditioned on the implementation of a
,

Community Parti1~p Commitment, under which PacBen promised to :fund an $80+ .

million in education and community technology projects 'over the next ten years. I

recommenda similarinitiativein Ohio.

10 Q. WHY DO YOU RECOMMErm AN 580 MlLLION'INVESTMENT IN .THE.

J.1 COMMU:NITYPARTNERSHIPCOMMITMEN'I'?

12 A. The reasonableness of the $80 million commitment has been previously accepted by
.!- .

J.3 regulators,consumeradvoC8testandthe industry. InCalifornia,the negQtiatedsett1ementof

14 the PacBelllSBC merger included an $82 million commitment ($52 million to education

15 and 530 million to technology diffusion). I conclude that the best ~dence of the

J.6 reasonablenessofthe amo~ is the fact that it has been agreed to by the various parties in

17 anoth~context and approved as'~le by the televant state regulatory commission. ' .

18 The needs of Ohio's low-income consumers are 'no less than those of Califomja and I

19 conclude that the California agreem~ presents an appropriate benchmark of

20 reasonableness.

22 Q. PLEASE ILLUSTRATETHE TYPES OF TECHNOLOGYDIFFUSIONEFFORTS

."
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Urban University.and NeighborhoodNetwork~ a coalition of universities. .

. ,

. THAT SHOULD BE FUNDED THROUGHTBIS COMMITMENT?

and community organiza:pons in Ohio, found in a recent survey that most~

.iwonshaveDeitIier~accessnor believe that they couldafford it. This

The following aremere illustIa:tionsofthe types ofdiffusionefforts thatmightbe supported .

~the CommunityPartne:rsbipCommitmentinOhi<?:. .

1. . Community ~logy. centers'in .HUJ}.funded.public· housing." 'We "know the.

benefits of ~ .computer centers funded through the a1ter,native regulation

settlement. Indeed, I mve recommended an eXpansion of that program above.. .

:.. "

V

Funding staft computers and internet access for h"braries serving low-income'

constituencies. Accordingto the 1997 National Survey a/U.s. Public Libraries and

the Internet, 72.3 percentofall public h'brarleshad some type ofIntemetconnection

into the low-incomecommucity.

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

50% of the Poverty Level, prCseDts an ideal opportunity to introduce technology .

,
t

in the spring of 1991. 'Ibis "average," however, is misleading. Library'systems

serving populations of 25,000 people and m~ had a better than·90 .percent

connectivityrate. Those servingpopulationsof5,000 or lessbad a connectivityrate .'

ofabout 56 percent. & part of this type of initiative, as well; program funding for .

public schOol staffto supplementtbe technQlogyprovided through the ~!Jio School

Netprogramwouldbe applopriate.

3.' Funding com:nlunications teclniology for neigbboIhood-based organinrtions. The

2

1

2 A.

3

4

5

6

7

8

9

la'

11

.12

13

14

15

'16

17

18

19

2'0'

21.'

22

!
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1

2 "

3

4

5'

" 6

,7

, . 8

9

10

,11

12

13

14 Q.

: 15

'·16 A.

17

18

19

1.. 20

21'

22

lack is particuIarlywonisome because it comes,at a time the federal government is

forcing individuals and communities to become more self-sufficient. The tasks of

consmners taking responsibilityfor their own ~n-beingis greatly complicated by " .

,their lackofcomm:~micationstooJs.'

4. .Funding should be~ for a 'variety of innovative and creative programs to '

bring technology to bear on the problems of low-income communities. WIthout

.Statini' specific proposals, I recommend that the funds be available, upOn

application, for creative problem-solVing directed to~ community building,

education, creation ofemploymentopportunities,~nomic development, andF
community-basedsolutions. The breadth of the endeavors should be limited only

by the imaginationofthe communitiestbatwillbe served.

PLEASE DESCRIBE THE TYPES OF EDUCATION PROJECTS YOU PROPOsE

·BE FUNDEDTBROUGHTBIS SSO :MlLLIONINlTIATIVE?

As with the community ~ology projects, the following are mere illustrations of the . '

types of community education ef.f~ ~migbt be supported through the CoImmmity
, ,

PartnershipCommitmentin Ohio.

1. Direct consumer education programs, provided through h'braiies, public housing,

schools andatberpublic institutio~. '

2 Education programs directed toward school teachers thel:nselves. For school

. technology programs 10 be effective, however, the·teachers, themselves, must be

.
,"
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1

2

comfortablewith the new technology. Low-income sch,ools have fewer dollars for

-t-# ••
l:tWoU trammg '.

3 3.· Educationprogramadirected toward comnnmity-basedorganizations•. Community•

; .

4

.5

6

7

'S

9

10

11

12

1.3

14

15

16

17

4.

..based organizations might -range' from' cominunity'-action agencies,' to affordable .'.' :'. . .

housing advocates, to homeless shelters~Head Startprograms. Because oftheir

strongties to1he local community,theseofganiza:tionsare particularlywell-Smtedto

playal~rolein ~dingtechnologyin ~ow-income~es.

CC?mmunity mapping programs. It is an accepted tenet ofcommunity development

that successful,..community development iniUatives must ~ .rooted ,. tbe

communities'own sense:oftheir goals and Ileeds~ Because o.fthis, there is a need to

nurblre individuals and community-basedorganizations that already provide help

~ support in the community, rather than trying to impose technology from the
... , .

"outside." A community mapping program seeks to :find the key comnnmity

members and organizatilJDStba1 peopleuse to find information. The goal ofsucha

program is· to. then "deputize'~ those leaders. and .train..them in communieatioils.. :

technologyso they canassist their communities.

'.

lS Q. HOW·TO YOU PROPOSE THE COMM1JNlTYJ;J~ FUNDING BE

19 PROVIDED?

20 . A. . . 1propose :that the merged companies provide annual. contributions of $10 million for the
'.

21 first six years, with annual contributions of $5 million for :five additional years. An

22 independent non-ptoflt institution.should be estabUshed to receive and administe;r the
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1

2

3

4

5

6

7

8

9 : Q.

10 A.

. 1imding, as wen as to decide on funding distributj.on. The independent non-profit should

haVe a board of directors consisting of technology professionalS and con:mmnity.
. '.

representatives. A majorityvote on.the board shouldbe assignedto low-income cqnsumers.. .,'

and/or their representatives; 'Ample-models'of'such independent~-profit organi73ti~.~,._ ... ,'. "

exist in the tel~unications~ energy and housing arenas. The allocation. betweeJi

eduCationinitiatives and 1:eclm.91ogyinitiativeswill be left to the sound managemetitofthe

non-profitBoard.

DOES THIS COMPLETEYOURTESTIMONY?"

Yes it does.

\,

:..
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EXHIBITRDC-l

PAGEl OFt

RoGBllD. COLTON'
(.ActivitiesRegantingTeleeommunications) , ..

Roger Colton is a partner in·the·filmF~, Sh~ and CoItorJ,·PubHc F"mance and General Econ.omics (FSC) of..... ", _
Belmont, Massachusetts. Roger is .an attomey and aD. economist. He has worked on issues relating to low-income .
,telecommUDieationsneedsandconsmnerprotectionformore than 15 years. '

Roger routinely provides~ to public officials regarding low-income telecommunications issues. He has
testified in a vari~ ofstate regulatoryc:ommission cases on a variety oftelecommuiJicatlonsIssues. His clientsbave
included: the Massachusetts Office ofAttomey General (unpac:ts ofprice iJic:n:ases on low-incom~ phone penetration .,
and servicequaJity);Rhode IshmdLegal Services (cousumerprotbclions);the CcmnecticutOfiico ofCOJ1SUDlerCouosel
(credit and collection); the Pennsylvania'Utility Law Project (universal service); 1be Colorado Office of Consmner
Counsel (credit and conection); California TURN (AT&T deregulation); and WMbington Utility and Tmnsportation
Commissian(U.S. Westdepositpractices).

, Rogerhas writtenwidely.on1elecommunicationsissaes. His publicationsincIwJe~ ,',. . ..

o

o·

o

o

o

o

o

o

o

Colton. (1993). "Consumer Information and Workable Competition in the Telecommunicatians
Industry."XXVIIJolU'lUllflj'Eco1URllk1&fU8 TIS.

Colton. (1990). -when the Phone Company is not the Done Company: Credit Reporting in the
Post-DivestitureEra.• 24 Clearln,lwaeRDlew98.' ,

Colton, Just LIke TlII!IN 77Je Impact ofT~1UOI""etItlolJ 011 Low-Initmie flIIIl
0tIIer Hard-ttl-Serve Consumen, presented to National Msetbtg of the National hsociatlon of
Regulatory Utility Commissions (1998).

Colton, Ullhenal bsI4entltd TelejJhone ServIu: Natb and StI'fltegIa, presented to the IOSth
NalionalMeetlngoftheNatitmalAMociatlonofRsgulat07'1 UtiIityCOIIfIIfissitmer (1993).

Colton and sable (1991). A CtzllfomlllA.tlvocate's GIllde tt1 TeJePhone Customer Service Is3ues.
Preparedwith fundingfropl the CaliforniaTelecommunicatioDsEdueationTrustFund.

Colton. (1939). ldeli4t'Jing 'Consumer QII7tICteti3tlaW1Ilch are 1lItptI11Ilnt to IJetemrilJJn,'tile
EJ:istenceflj'WorlulbleCompetltlOll in tM1Jrterexchfl1JgeT~1I3I1uhutr1.Ptepwd
undercontraetto the otficeofPublicCounseloftheFloridaLegislature.

Colton. (1989)• • 1:nterifxt:1umgeT~:ShoilldR.egultztlolJDepen4on

the Absence01CtJrnpetltkm. Preparedunder contract to the Office ofPublic Counseloftho Florida
Legislature.

Colton. (1939). DeDe1dal01LtH:td Telepho1JeSuvlcejrJr /tT01IJHl1IMIII ofToD Bllls: A~
IIIIdAsselS1M1ltojRegultztoryLltlgIldort (2deeL).

. ,

Colton. (1938). ClIatomerSenkell.egu1IztionsforResidentialTdqhone ClISIOmm in the Poit
D~ErtI: A St1:Idy, oj~lgtlllBell Te1epho1Je CtmtptmJ.~ under contraetto the
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EXHiBITRDC-:z

ProportionofflouseholdsBelow 100% ofPovertyLevel
W1thouiTel~Service in the Home

(SelectedOhio Counties)

CaIJnty PercentwithoutTelephones

Highland 31%

Lnreoce 27%

'Seneca 26%

Perry 24%

Fayette 24%

Sandusky 24%

MuskiDgum.. 23%
.

.,

Gallia - t23% ..,

Thsc:arawas 23%

Coshocton 22% :

Miaini 22%

C1aIk 21%
:

Wasbingmn 210/0

Madisa1 20%

BaDcock 19%

Geauga , 19'~

Erie 19'~
, ,

13%Montgomery

Co1lDDbiana 18%

"

...\ .~ - .,.

.... - ... ~"",,'.' ..

:"
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PersonsatorBelow50% ofFederalPovertyLev~
Statewidevs. City/CountylMSA

BelowSOOAt ' State City County MSA

CJeveland(CUyahoga) 6.1% 16.5% 7.5% 6.2%

.~Toledo(Lucas) 6.1% 10.S% , , 8.4% 7.4%

Akron (Summit) 6.1% 10.7% 6.1% 6.0016 '

Youngstown(Mahonfng) 6.1~
",

15.7% 8.2% 7.0%

Columbus(Pranklin) 6.1% 8.90'" ' . 6.6% 5.7%

Dayton (Montgomery) 6.1% 14.0% 16.2% 5.9%

Householdsat orBelow $50opAnnualIncome :

Statowidovs. City/CountylMSA

Bo~w$SOOO State City County . MBA

Cloveland(Cuyahoga) 6.6% 16.,.", 8.1% ' 6.6%

Toledo(LuCas) 6.6% 10.00'" 8.2% 19.60At

Akron (SUmmit) 6.60'" 10.2% 63% 6.2%

Youngstown(Mahoning) 6.61" 15.7% 8.7% 7.7%

Columbus(PnmkUn) 6.6% 8.0% 6.2%· 5.8%, .

Dayton (Montgomery) 6.60" 12.,.16 6~4% ·6.0016
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ExhibitRDC-3
Page2of2

Householdsat DcsignatcdJncomean4PovertyLevels
.. Cityvs. Statewide

HHsBelow$5000Annual PersonsBelow50% Poverty TotalPopulation .
Inoomc Level

NJJtitbet . Percent Number Per~ Number Percent
iCleveIand 33,323 123% 83,222 127o/r; 505,616 4.7%

Toledo· 13,033 4.8% "i 35,087 5.3% 332,943 3.1%

Akron . 9,21.5 3.4% 23,931 3.6% 223,019 2.1%

Youngstown 5,806 .' 2.1% 15,071 . 2.3%. 95,732 0.9%

COlumbus 20,529. 7.6% 56,018 8.5% 632,958 ' 5.8%

Dayton 9,213 3.4% 25,473 "3.9%. 182,044 1.7%

State 270,387 33.70A. 656,554 36.4% lO,847,115 18.3%
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EXBJBlTRDC-4

GENERALDESCRlPTIoN:

The Universal Service Indicator measures a utility's total Performance in recognizing ~d addressing
payment troubles. 'The Indicator further measures the company's total success in keeping customers on .,

, .defmedpaymentagreementsonce negotiatedand in avoidingthe need to disconnectserVice•.•~:. ". '

FORMULAAND DATA SOURCE:

-. "

The UniversalServiceIndicatorwillinvolve~ compositescore offive differentfactors as follows:

1. TERMINATION RATE: T~~ rate is calculated by dividingthe num~ ~,residen1ial '.
service tenninations by the number of residentiaIcustomers. The tenninati~ rate ~les a ..
eOmparisonof.terminationpractices among companies ~out regard to di£ferences.~ company.
size. The-terminationrate ~pares tbe:perfo~ceofrO~'a~cc~period Wthe~9n~ '.
for a base period. Ifthe company is at the base period level, itwill receive a score:ofS. For.every , ..
•10% 'divergence'from ·the.base period, it-will receive' a plus or minus rating of 1· respectively.. ·· ': .,' ..
Using a ten point scale, the'score would be-calculated as fonows (with."O".representingno~,~: .. '.. '...;:.
:from the base period): . .

~.
(0.6+) 10

(O~ 9

(0.4) t a
(0.3)

.,
(0.2) 6

0-(0.1) ·5 .
0-0.1 5

0.2 4

0.3 3

0.4 :2

0.5 1

0.6 0

..., :;. :.u.•••

2. MONEY AT RISK INDEX: The money at risk index is calculatedby indexing the sum of an
money in~not in paymentplans and all money subject to paymentplans in a study period to
the sum ofall mearsnot 'in paymentplans and all moneysubjectto paymentplans in a base Year•.
Ifthe two sumS 'are the same, the index is 1.0.

Ifthe company is at th" tevei ofthe~~, it will receive ascore ofS. Ifthe b8se year is 100'
,. ,
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and the studyyear is 110,for example,the index is 1.10~
.....

For every0.2 divergenceftom the base year index, the coinpanywill receive a plus or minus-rating
of 1 respectively. Using a ten point scale, the score would be calculated as fonows (with ."0" .

, representingno change from the base period): .

'. - ., .

"

(1~l+) 10

(0.9) - (1.0) 9 :

(0.7)-(0.8) 8

(0.5) - (0.6) 7

(0.3) - (0.4) 6

0":(0.2) . S

0-0.2 "

. ,

S

0.3-0.4. 4,

0.5-0.6 3 "
,

0.7- 0.8 . '2

- 0.9-1.0 1

1.1+ 0

. ,

':.,;1.,., '.~' • ., t. "'" .

...... ,...

!

3. DEFERRED PAYMENT AGmijpq;NTSUCCESS: The deferredpayment agreement success
rate is calculated by dividing the number ofdeferred payment plans that are completed without '
renegotiationand Without service disconnectionsby the number ofdeferred payment plans tbat a
cOmpanyenters into in agiventim~ period.' . '

The percentofcustomerswho successfallycomplete deferredpayMentagreements is an indication
'Of the extent that the conipany adequately addresses customers payment problems. A successful

. .completi~"Of~4~~ent agreement involves a hOl1$eholdwhichretiIes its arrears without
need for renegotiation of the agreementand with~ nee4 <?f the disconnection of service. Given
the m~date to enter into only "reasooable" deferred payment agxeements, virtually all of the
co~pany'sdefem:d paymentagreementsshould~.successful1ycompleted. ' .

. .
The deferredpaymentagreementsuccess rate cOmpares the peifor.mat1cefi'om a specifiedperiod to
the success rate ina base period. Ifthe cOmpany is at the baseperiod levo~ itwill receivea score of ,
S. For every four~ (4%) divergence from the base period, it will receive a plus or nnnus
rating of 1 respectively. Usinga tenpoint sCale, the scorewould be calculatedas follows (with "0"
representingno~sefrom thebase period): , .
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(21)-(24) , 10

(17-(20) 9

(13)-(16) 8 ,

(9)-(12) 7

(5)-(8) 6

0-(4) S

0-4 5

5-8 4

9-12 3

13 -16
.. ..' : ~ , , ' . '. . ~. ,' . 2; ,

:
~7-20 1

21-24, 0 V
.

'-'... _..
" ,

;.... -
- ....; .. ---:.:." .

, 4. WElG""'H........l'....W..... A.R'REA:Rs:", ':fhe weighted arrears, score is·'calculated· by dividing the·'total , ; , :
residential monthly arrears not subject to deferred payment agreementsby the average residential
monthly customer bill. The score, also known as a Bills Behindstatistic, is a weighted arrears for
~ householdswho are not in deferredpaym~,agreements. ' .

" .
Householdsthat are~ arreaisto the company, but which have not entered into a defe(1'Cd payment
agreement, representa risk ofloss to the company. Moreover,by entering into ~ deferredpayment
plan, the risk: that the householdwill ultimatelylose its utility service is lessened. Comparisonsof
~betweencompanies,however, can be misleadingbecause ofthe difference in bills. For this ;:. '
reason, a weightedarrears statistic is calculated so that the effect ofdifferent average bills is taken : ,
into consideration.

, '

'. ~e'weighted'~~.~the,~ce,Of~e 'COmpany to~ average ~iglrted
. 'ariears"~ fOr a specified period to the average rate for a base period. Ifthe company is aftbe ~

aVerage, it will receive a score ofS. For f!lVery two-teJItbs (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 fonows (with "0" representingno changefrom the b.~ period):
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(1.1+) 10

(0.9)- (1.0) 9

(~.1) - (0.8) .' S. ...
(0.5) - (0.6) 7

(0.3) - (0.4) 6

(0.1)-(0.2) . S

0-0.1
:

S .
0.2~0.3 . 4

0.4~0.s 3

0.6-0.7 2 .
,-

0.8-0.9 1
V

..
1.0+ .. 0

.. , ,

1 ...~ .... c:",,"

o : •

'; . . S~·· PERCENT"CUSTOMERlN DEBTi':l'o.the extent·that custOmersdo:.develop.pas1 due'billS,.a.. ·
utility should be willing ,and able either to collect those bills immediately, or to place those
customers in reasonable deferred pajment agreemems. The existence of households in arrears
represents a failure in both of these proc~. Households that are in arrears, but~ have not
entered into a defen:ed~agreement,representa seriousrisk ofloss to a utility. One aspec:tof
universal service involvesboth getting -and keeping-lato-payingcustomers on deferredpayment
arrangements.

The percent of customers in debt score is calculated·by·.dividing the total nmnber ,of residential ...
custotners' in, arrears (but not subject to payment plans) by the total number of residen1ial
.customers. 'Ibis ~omponentcompares the annualperformanceofa specific companyto the average .

'. "customers in arrears" rate for a base period. If the company is at the base .peri~d level, it will
: 1'eCeivea;~ofS~ Foreyerytwo~divergenceupor down.~.th~~~ it wiI1.receive
. a pluS PI' minus rating of 1 respectiVely. Using a teD. paiirt scal~ the score wo~d be eateulatedas
. fonows (with "0" representingno change from thebaseperiod):

.J'
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(11+) 10

(9)-(10) 9

(7)-(8) . a
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(5)-(6) 7

(3)-(4) 6

(0)-(2) S

0-2 S :

3-4 4

5-6 3
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9-10 1
, "

"11+ 0

:.

."~. "- .. ..

;:--_ .... ,:,"....



EXHIBIT.RDCS
·PAGEIOFI

~.. .... 0· .
.. .

Line Measure· Score .
•

1 TeaninationRate

2 Money atRiskIndex

3 Defen'edPaymentPIanSucc~Rate

4 WeightedArrears

S PercentCustomers in Debt

6 °TotalScore Sumlinesl-S
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SECTION1: NONDISCRIMINATORY' ACCESS AND DEPLonfENr OF T:EtEcoMMlJNICAnON
SERVICES. .

.. (a) Prohibition of Discrimination. - It shall be unlawful for ·.A,meritecblSBC to refuse to
provide access to or deplOy retail telecommunications services with either the purpose or
effect ofdiscriminatingon the basis ofrace, national origin, income, or residence in a mraJ.
area. Evidence ofa pattern ofunder-rCp1'esentationofmembers ofclassesprOtected:by this
section in the deploymentofretail telecommunicationsservices shall constitutethe effectof
discrimjnationfortb.epurpo~of~ requirement . ..

. .'

(b>' Sul?m.ission ofPlan for ProvisionofService. - As a conditionofreceiVingor renewinga
. "" qerti:fieate; Iicepse,.franQhisC,:pettnit Q1' o1:her.auth~o~»' provi~ teleconm'mnicatiomL . ..-.. .

seIV.ice,:or. to" ereCt. any;facility. 'for such. PioviSion, ·.An1eritech1SB.C~Shal1. Submit. to.·the .. :.. . '
. Commission7a:.plan: and::perlodic:1CpOrts...demonstrating.comp1iancC .with:.subsection.(a)...... " .,.;. .. ",
PIans.:and:.perlOdi~orts~shalLinc1ude·all;relev.ant:tract,:,level~eIls\UHiata.:in:"'8.:~.~.;,;.. .
fonD:·to·be~p~escribed.by;;tb.e Commission.-lThete: shall·be·,an oppQItunity;fo~.public.ree.&i.ew:.~·;, ." " _.
of .said~ pIans-~.and:"reports;· ·ho:wJ:.Ver;t.the:~CoiiunissioD: shall ~adopt...procec1u:(es,for', the ~": ..., ."~ '_..
protection of proprietary information AmeritechlSBC submits in compliance with this
sectionfrom access by competitors.

:'
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