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| NTRODUCTI ON AND QUALI FI CATI ONS

PLEASE STATE YOUR NAME AND ADDRESS.

My nanme is Robert P. Flappan. M business address is
11020 W 122nd Street, Overland Park, Kansas 66213.
BY WHOM ARE YOU EMPLOYED?

| am enpl oyed by AT&T Corp. as Regul atory Affairs
Director.

PLEASE DESCRI BE YOUR EDUCATI ONAL BACKGROUND.

| hold a Master of Science Degree in

Tel ecommuni cations fromthe University of Col orado and
a Master of Science Degree in Business Adm nistration
(“MBA"), fromthe University of Mssouri-Kansas City.
| also hold a Bachel or of Science Degree in Business
Adm nistration fromthe University of M ssouri-Kansas
Cty. In addition, | have attended USTA Separations
Training, the Crosby Quality Coll ege, the Brookings

I nstitution course on Business and Public Policy,
Bel | core courses on the Swi tching Cost Information
System (“SCI S”) and Common Channel Signaling Cost

| nformati on System (“CCSCI S”) and vari ous ot her
techni cal, financial and managerial courses since

j 0i ni ng AT&T.

WHAT IS YOUR PRI OR WORK EXPERI ENCE?
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Prior to joining AT&T | held a position as a

prof essi onal career placenent consultant where |
interviewed clients about their conpensation history
and requirenents and interviewed enpl oyers regarding
t he conpensation and benefit paranmeters for their job

openi ngs.

| began ny career at AT&T in 1982 at the Bell System
Sal es Center as a Tel emarketing Supervisor where |
sol d AT&T products and network services. In 1984, |
nmoved into AT&T's Network Organization, where | held
positions as a Swi tched Access Engi neer, an

Engi neeri ng Met hods and Procedures Supervisor, and on
the Network Services Division Staff. In 1987,
transferred into Governnent Affairs, where | have had
interstate and intrastate regulatory responsibilities,
and where | have represented and testified for AT&T on
techni cal, costing, pricing, econom c and policy
issues. In April of 1996 | was nanmed District Mnager
of Pricing and Cost. In that role, |I testified and
supported witnesses in the original AT&T Section 251
and 252 arbitrations follow ng the enactnment of the
Tel ecomuni cati ons Act of 1996 (“Tel ecom Act”). In

January of 1999 | assuned responsibilities for
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directing AT&T' s Regul atory Affairs operations in
Kansas. In the summer of 2001, | becane a nenber of
AT&T' s National Cost Team

HAVE YOU PREVI OQUSLY TESTI FI ED BEFORE STATE COWM SSI ONS
REGARDI NG UNE COSTI NG | SSUES?

Yes. | have filed testinmony for AT&T on UNE costing

i ssues in Arkansas, California, Illinois, Indiana,
Kansas, Maryl and, Massachusetts, M chigan, M ssouri,
New Jersey, New York, Chio, lahoma, Texas and at the
Federal Communi cations Comm ssion (“FCC’). Attachnent
RPF-1 to ny testinony |lists other regulatory
proceedi ngs in which | have participated.

PURPOSE AND SUMVARY

VWHAT | S THE PURPOSE OF YOUR TESTI MONY?

The purpose of ny testinony is to exam ne the | abor
rates Verizon asserts are appropriate for use inits
Hot Cut cost studies presented in this case and to

di scuss the adjustnents to those | abor rates that are
necessary to normalize them i.e., bring theminto
conpliance with the requirenents of the TELRI C

met hodol ogy.

WOULD YOU PLEASE SUMVARI ZE THE CONCLUSI ONS THAT YQU

REACH I N YOUR TESTI MONY?
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My testinony concludes that Verizon's proposed | abor
costs do not conformto the requirenents of the FCC s
First Report and Order in CC Docket 96-98 (“First
Report and Order”), are not consistent with TELRIC
principles, and should be normalized toward
conpetitive market-based | abor costs. M testinony
details the nodifications that are necessary to bring
theminto conpliance with TELRIC and the resulting
rates AT&T is proposing that the Comm ssion adopt for
t hese el ements.

LABOR RATES

A. | NTRODUCTI ON
VWHAT IS TELRI C?
TELRIC is a costing approach that bases the costs of
UNEs on the costs of the efficient inputs necessary to
produce the UNEs -- costs of efficient activities and
costs of available state of the art productive assets.
Contrary to a purely enbedded or historical cost
met hodol ogy, the TELRI C net hodol ogy is not an approach
t hat exam nes what the incunbent |ocal exchange
conpany (“ILEC’) actually has spent and how it
apportions all those expenditures to network el enents.
TELRIC is also not a short run forward | ooking

met hodol ogy that captures what the ILEC will spend in
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the near future, subject to all its existing contracts
and equi pment. TELRIC has often been described as a
“scorched node” nethodol ogy, since the only non-
variable in a TELRIC nodel is the location of the

net wor kK nodes.

TELRI C determ nes prices based on the long run cost an
efficient new entrant would face if it were to enter
t he market and serve the sane service vol unes
presently served by the ILEC. The FCC defined the
long run in the TELRI C net hodol ogy as follows — “the
‘long run’ used shall be a period | ong enough that al
costs are treated as variable and avoidable.”EI Wi | e
it is possible for a conpany’s enbedded costs to be
equivalent to TELRIC, that would only occur if the
conpany were using resources as efficiently as woul d
occur in a market devoid of nonopoly power. A
conparison of Verizon’s fully |oaded |abor rates with
publicly avail abl e unbi ased i ndustry | abor rate data
denonstrates that such is not the case with Verizon's
operations in Rhode Island.

HOW | MPORTANT ARE LABOR RATES IN DETERM NI NG TELRI C

UNE HOT CUT RATES?
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Very inportant. The basic forrmula for determ ning
TELRI C hot cut charges is Task Time multiplied by the
Labor Rate. Hot Cut charges are directly proportional
to the labor rates. |In fact, 100% of the hot cut
charges Verizon has filed are attributable to |abor
rates. In Verizon’s Whol esal e Non- Recurring Cost
Model , “Exhibit I11-A", if one nodifies the |abor
rates in Colum D of worksheet “Labor Rates” to be
zero, all the rates on the “Cost Sunf sunmmary

wor ksheet are reduced to zero cost.

HOW DCES TELRI C APPLY TO LABOR RATES?

TELRI C | abor rates represent the long run efficient
costs of labor to a new entrant. TELRI C captures the
“scorched node” cost of |abor.

WOULD THE MANAGEMENT OF A NEW ENTRANT EMPHASI ZE

CONTROLLI NG | TS LABOR COSTS?

Verizon’s website, http://investor.verizon. conl

reports revenues fromtel ecomoperations for the 1%
Quarter of 2003 as $9.94 billion; operating expenses
were $7.96 billion. Headcount for the same period was
158, 000 according to Verizon. There were 64 business

days in the 1% Quarter of 2003.

1

First Report and Order, § 692.


http://investor.verizon.com/

10

11

12

13

14

15

16

17

18

19

20

21

Let us assune that an average Veri zon enpl oyee
actual ly worked productively for 7.5 hours per day on
59 of those 64 days (5 days for paid tinme off due to
vacation, illness, etc.) and the average fully | oaded
cost per hour filed by Verizon in this case is
representative of the total Verizon enpl oyee base.
Averaging the Direct Assigned Total Labor Rates on
Verizon’s “Exhibit 111-C', yields a | abor rate of
<BEG N VZ PROPRI ETARY> XXXXXXEI <END VZ PROPRI ETARY>
Mul tiplying 59 days * 7.5 hours per day * 158, 000
enpl oyees * <BEA N VZ PROPRI ETARY> XXXXX <END VZ
PROPRI ETARY> per hour yields a direct enployee cost
of <BEGA N VZ PROPRI ETARY> XXXXXXXXXXXXXX <END VZ
PROPRI ETARY> . Thus | abor costs represent <BEG N VZ
PROPRI ETARY> XXXX <END VZ PROPRI ETARY> of Verizon's
revenues and <BEG N VZ PROPRI ETARY> XXXXX <END VZ

PROPRI ETARY> of Verizon’s operating expenses.

Qoviously, wth | abor representing the |argest cost of
operations, controlling |abor costs would be a very

high priority. TELRI C “scorched” costing principles

2 Verizon uses 2002 enbedded data to devel op a 2003 | abor rate. It then
applies a 2% annual growh factor to derive 2004, 2005 and 2006 | abor
rates. Verizon uses the “nidpoint”, 2005 rates, to develop its
proposed Hot Cut charges. The average rate used to develop its Hot Cut
charges is <BEA N VZ PROPRI ETARY> XXXXX <END VZ PROPRI ETARY>.
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require us to assune that an efficient new entrant is
not encunbered by | egacy contracts or |abor costs.

The new entrant woul d do everything possible to keep

| abor costs low. This is exactly what woul d happen in
the real world to a conpany entering the | ocal narket
and providing the same vol une of services that Verizon
currently provides.

Q CAN YOU PO NT TO ANY REAL WORLD EXAMPLES I N THE
TELECOVMUNI CATI ONS | NDUSTRY WHERE A COVPANY HAS
ENTERED A NEW MARKET AND HAS DONE SO I N A WAY TO
REDUCE | TS LEGACY LABOR COSTS?

A Yes. Verizon, the nation’s |argest |ocal exchange
conpany, is a perfect exanple. According to an
article fromthe Associ ated Pressa Verizon Wreless’s
wor kf orce of nearly 40,000 is “nearly aII-non-union”.EI
Verizon apparently could not afford to conpete in the

wireless market if its |abor costs were as high as its

3 Bruce Meyerson, AP Business Witer, “About 21,600 Accept Buyout From
Verizon”, 11/17/20083,

http://bi z. yahoo. conf ap/ 031117/ veri zon_buyouts 2. htmnl .

4 According to the AFL-CI O website, union workers' wages are 27% hi gher
t han non-uni on workers, 69% of union workers have guaranteed (defined
benefit) pensions versus only 14% for non-union workers and 75% of

uni on workers have heal th benefits versus 49% for non-uni on workers.
htt p: // www. af | ci 0. or g/ about uni ons/ j oi nuni ons/ whyj oi n/ uni ondi f f er ence/ up
| oad/ advant age. pdf. (February 12, 2004.) The United States Bureau of
Labor Statistics reports the average cost of enploying a union worker
is $31.64 per hour versus $21.81 per hour for a non-uni on worker.
http://ww. bl s. gov/ news. r el ease/ pdf/ ecec. pdf. (February 12, 2004.)
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| abor costs in the nearly nonopolistic | ocal exchange

mar ket .

SBC provi des anot her exanple. Wen SBC entered the
| ong distance market it did so by reselling the |ong
di stance services of WITel which is a non-union
conpany. An article fromthe Novenber 6, 2003
| ndi anapolis StarE]stated, “ SBC acknow edges that the
conpany did sel ect a nonunion conpany to provide its
| ong-di stance network.” Again, when new entrants cone
into a conpetitive market they absol utely cannot
afford to hire and enpl oy workers at prem um costs,
above what others’, their conpetitors, costs are for
| abor assets.

Q ARE YOU SUGGESTI NG THAT TELRI C REQUI RES ASSUM NG AVAY
UNI ONS AND COLLECTI VE BARGAI NI NG?

A Not at all. | amnerely applying the TELRIC
requi renent that enbedded institutional arrangenents
arising fromhistorical |abor relations should not

determ ne TELRI C costs.EI

5> Mchele McNeil Solida, “Rivals Say SBC Exploited Union”, |ndianapolis
Star, Novenber 6, 2003.

6 Neverthel ess, froman acadenic standpoint, according to the United
St ates Department of Labor, Bureau of Labor Statistics (“BLS"), in 2002
only 16% of full time workers in the United States were represented by
unions. http://ww. bl s. gov/cps/ cpsaat 40. pdf. January 28, 2004.
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HAS VERI ZON FI LED TELRI G- COVPLI ANT LABOR RATES IN THI' S
DOCKET?

No. Verizon's |abor rates are devel oped solely and
blindly fromits enbedded accounting data and are not
consistent wwth TELRIC. To the extent they are
forward | ooking at all, they are short run forward

| ooking and ignore the “LR’ in TELRIC. Verizon has
made no attenpt to identify and represent |ower |abor
rates that would be incurred by a well managed
efficient new entrant trying to achieve a | ower per

unit cost structure than the conpetition

As di scussed above, TELRIC i nputs must be economcally
efficient. In the long run, if Verizon is not allowed
to perpetuate its nonopoly position, Verizon s |abor
expenses wl| beconme aligned with (i.e., be brought
down to) efficient market levels. M testinony
proposes the use of normalized efficient |abor rates
in Verizon's cost studies, consistent wwth TELRI C

nmet hodol ogy and pri nci pl es.

COULD YOQU PLEASE PROVI DE A GENERAL PERSPECTI VE
REGARDI NG THE LABOR SERVI CES THAT ARE | NCLUDED | N

VERI ZON' S STUDI ES?

10
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Yes. Econom sts | ook at |abor as nerely one of the
three kinds of inputs that go into production of
servi ces:
“.all production can be accounted for by the
services of only three kinds of inputs: all the
gifts of nature such as land and raw materials to
whi ch the econom st gives the term|and; al
physi cal and nmental efforts provided by people,
whi ch are called | abor services; and all machi nes
and ot her products that are not thensel ves
conponents of the final goods. This third type
of input is called capital and is defined as
manmade aids to further production.”
From a cost study perspective, the sanme disciplined
approach to nost efficient costing should be applied
to “human capital” as is applied to Verizon’s task
times, cost of noney, depreciation rates, expense
factors, fill factors and other investnents and
expenses.
VWHAT DETERM NES THE FORWARD LOOKI NG ECONOM C COST OF
LABOR?
The econom c cost of |abor is determ ned by the supply
and demand for |abor services.
HOW HAS THE SUPPLY AND DEMAND FOR LABOR CHANGED I N
RECENT YEARS?

The demand for | abor in the tel econmuni cati ons narket

has decreased dramatically. Pl unkett Research

11
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reportsE]that over 300,000 workers in the industry have
been dism ssed in recent years. CNN. com SCI - TECH
reportsE]that over 317,777 tel ecomruni cations job cuts
were made in the year 2001 al one. On Novenber 17
2003 Veri zon announced anot her 21,600 |ayoffs of
experienced tel ecommuni cati ons workers that were to

| eave the payroll by Novenber 21, 2003.

| f conpanies are viewed as buyers of | abor services,
which they are, it is definitely a buyers' market.
When the demand for any good or service shifts
significantly downward (ceteris paribus), the price,

if market forces are working properly, wll decrease.

A recent New York Tinmes article, April 26, 2003,
entitled "As Conpani es Reduce Costs, Pay is Falling
Top to BottonTEDcaptures this econoni ¢ phenonena

For the first time since the 1980's the average
pay of workers at all income levels is falling.

" Richard G Lipsey and Peter O Steiner , Economics , (New York
Harper & Row, 3'% Edition, 1972), 172.

8 "Overview of the Tel ecommunications |ndustry", Plunkett Research, LTD,

August 1, 2003

http://ww. pl unkettresearch. comtel ecommuni cations/tel ecomtrends. htm

 "Report: Job Cuts in 2001 Reach Nearly 2 MIlion", CNN.con SCl-TECH

August 1, 2003

http://ww. cnn. com 2002/ TECH i nt er net/ 01/ 06/ 2001. j ob. cuts. i dg/.

10 Meyerson AP article.

1 pavid Leonhardt, “As Conpani es Reduce Costs, Pay Is Falling Top to

Bottonf, NY Tines, April 26, 2003.

12
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After nore than two years of canceling

i nvestnments in new equi pnent and | aying off

wor kers, many conpanies are turning to the pay of
remai ni ng enpl oyees as they try to stay
profitable during an econom c sl owdown. The weak
| abor market, which has | ost nore than two
mllion jobs in the last two years, is allow ng
themto restrain pay without fear of |osing

wor kers, executives say.

For all the reasons that conpanies cite for
cutting pay, however, the biggest one is sinply
that they are able to.
The econom cs of the | abor market cannot be ignored in
a TELRI C st udy.
ALTHOUGH | N THE CONTEXT OF PROPGCSI NG HOT CUT LABOR
RATES VERI ZON' S BLI NDLY REFLECTS | TS EMBEDDED COSTS,
| S THERE ANOTHER CONTEXT | N WHI CH VERI ZON HAS
RECOGNI ZED THE BUYERS MARKET | N LABOR THAT CURRENTLY
EXI STS?
Yes. Even Verizon’s own filed testinnnyEﬂcaptures t he
essence of the current market for human capital in the
t el ecomuni cations industry. In its testinony,
Verizon states:
Because of force reductions in the
t el ecomruni cations industry over the |ast several
years, there is a | arge pool of experienced
wor kers available to fill increnmental staffing

needs. | ndeed, because the qualifications for
t hese positions are relatively nodest, as

12 Before the State of Rhode Island Public Utilities Comm ssion, Docket
No. 3550, “Direct Testinmony of WlliamE. Taylor”, pp. 39 - 41.

13
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descri bed above, Verizon would not be limted to
hiring experienced tel ecomruni cati ons workers.

An anal ysis of current unenploynent statistics
for Rhode Island shows evidence that qualified

j ob seekers are available in nunbers far
exceedi ng those that would be required by
Verizon. Rhode Island State unenpl oynent across
all industry segnents has risen from about 21, 049
in October 2000 to 23,654 in Septenber 20083.

Thus there are over 2600 nore peopl e seeking work
today in Rhode Island than there were at the end
of the tel ecom boomin 2000.

Second, the well-publicized neltdown in the

gl obal tel ecomunications industry has resulted
in massive layoffs and force reductions. Until
recently, the Financial Tinmes maintained a

websi te tracki ng announcenents of |ayoffs by
maj or commruni cati ons enpl oyers. According to this
conpendi um between July 2000 and May 2002, the
gl obal telecomsector cut approximately 539, 000
jobs. Inthe US., as of May 2002, Qwest,
Bel | Sout h and Verizon had announced job cuts of
13, 000, 4,200 and 7,500 respectively. In

Sept enber 2002, SBC announced a reduction of
11,000 jobs, in addition to the 10,000 jobs
elimnated in the first three quarters of 2002.
AT&T' s announced | ayoffs anmounted to 10, 000 j obs
by May 2002. Earlier this nonth, Verizon
announced a force reduction anounting to over
21,000 enployees and about 10 percent of its
wor k force.

Third, FCC data on U. S. tel ephone enpl oynent al so
shows a dramatic reduction, continuing into 2003.
Based on prelimnary data through March 2003,
total enploynent has fallen by about 160, 000 jobs
fromits peak in 2001. (Footnotes omtted.)

ARE YOU AWARE THAT VERI ZON HAS PUBLI CLY | NDI CATED THAT

| TS EMBEDDED HI GH LABOR COSTS NEED TO BE REDUCED?

14
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Yes. A Dow Jones Business News article from June 16,
2003Eq regardi ng Verizon's formal negotiations with
its union enpl oyees that had begun recently, proves
this point. Veri zon managenent "poi nted out that
Verizon is in a nore difficult environment than in the
past and suggested that enpl oyees need to adapt
accordingly ...Unionized workers currently pay for
about 5% of their nedical-care costs, whereas the
average is closer to 26% he noted. ...The conpany is
al so seeking ways to address its high absentee rate.
Currently, about 6% of union workers at Verizon don't
show up any given day."
HAVE ALL THE COST CONTROL MEASURES THAT NEED TO BE
TAKEN ALREADY BEEN TAKEN BY VERI ZON?
Absol utely not. The cost control process for the
nmonopol i stic Regional Bell Operating Conpanies
(“RBOCs”)is an on-going one. SBC, Verizon's |argest
conpetitor, stated at a recent anal yst neeting:
[Clost control for us is not a one-shot deal but
it’s a continuous process fromhere on out. W
have made good progress so far but it’s not
nearly enough and we know that and there’s going
to be nore to cone. ...[We have to do everything

we can to drive down those costs to help preserve
our margins and conpete in the marketpl ace.

13 "Verizon Opens Bargaining Wth Two Unions", Ellen Sheng, Dow Jones
Busi ness News, June 16, 2003,
http://biz.yahoo. com dj us/ 030616/ 1526000770_2. ht Ml June 16, 2003.
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We’ve done a lot so far but in many ways, we're

O©CoOoO~NOUIPA,WNE

17

18

19

20

21

22

23

24

25

26

27

28

29

just getting started. 1’ve just hit a few of the
hi ghlights today but, trust nme, the scope of this
is broad and deep. It’s no exaggeration to say

that we’'re essentially reinventing our conpany
around the new reality of our industry.

We're throwi ng out old assunptions, old paradi gns
and ol d ways of doing business. W'’re asking
oursel ves what kind of cost structure are we
going to need to conpete in the years ahead. W
know we don’t have that cost structure yet but
we're Il on our way and we are going to get
t here. * (Enphasi s added.)
It is inperative for Verizon to have this sane
approach towards achieving long termefficiency, in
its | abor expense as well as all other expenses, and
for the new paradigns to be reflected in the TELRIC
st udi es.
ARE YOU AWARE THAT VERI ZON RENEGOTI ATED I TS UNI ON
CONTRACTS | N 2003?
Yes, | amaware of that. However, the fact that the
contract is relatively new doesn’t nean that the
nmonopol y vesti ges have been renoved fromthe contract.
One nust conpare the costs that result fromthe
contract with the normal nmarket costs in order to

determ ne whether Verizon’s | abor costs are above

conpetitive market levels. M testinony makes that

4 Novenber 3, 2003 presentation by M. John Atterbury IIl, G oup
President — Operations — SBC. “Final Transcript”, CCBNStreetEvents.
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conpari son and proves that Verizon’s | abor costs are
supra-conpetitive.

VWHAT DO YOU MEAN BY SUPRA- COMPETI TI VE LABOR COSTS?
Veri zon retains nonopoly power and by virtue of that
monopoly power it can afford an expense structure that
is much higher than woul d be possible for a non-
nmonopol y conpetitor to carry. In the past, Verizon
has been able to pass along these high costs to
captive custonmers. In the current docket, Verizon
woul d |i ke to pass these high | abor costs onto its
conpetitors -- AT&T respectfully urges that the

Comm ssion not allow this to happen.

| S THERE ANOTHER REASON WHY VERI ZON' S CONTRACT
NEGOTI ATI ONS DI D NOT RESULT I N EFFI Cl ENT COMPETI Tl VE
MARKET BASED LABOR COSTS?

Yes. As long as the market is still in the pre-fully
conpetitive stage, the political stakes will renmain
very high. Verizon' s |arge enpl oyee base, along with
those of the other ILECs, if kept in tow, can bring
tremendous pressure on legislators to create or nodify
| aws to favor the nonopolists. There is hardly a
chance that Verizon would risk alienating its |abor
force when the opportunity for regul atory change

favoring Verizon is so ripe. Verizon is nuch better

17
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served by using its nonopoly power to ride out its
hi gh | abor cost structure until it can achieve
deregul ation and then bring its | abor costs down to
efficient market |evels.

Q VWHAT LABOR RATES DOES VERI ZON ASSERT ARE COVPLI ANT
WTH TELRIC IN I TS HOT CUT STUDI ES?

A In Exhibit I1l-A, Verizon provides the six Hot Cut
fully | oaded | abor rates shown in bel ow. Each
| abor rate represents a particular job function code
(* JFC’) bS]

Table 1

Verizon’s Asserted TELRIC Fully Loaded Labor Rates
<BEGA N VZ PROPRI ETARY>

XHXXXXX

XHXXXXX DXOOXXKXX POXXXXXX XXX XXXXXX

<END VZ PROPRI ETARY>

5 A JFC is a code assigned to enpl oyees by Verizon's accounting system
in order to capture Verizon's historical incurred costs.
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rates filed by Verizon,

have found significant aberrations in the |abor

whi ch nmust be normalized to

bring the labor rates into conpliance with TELRIC

pri nci pl es.

rates are shown in [Table 2|as foll ows:

Table 2

AT&T' s Normal i zed Proposed
Rat es

TELRIC Fully Loaded Labor

NMC — National Market Center (Inter-

FULLY
LOADED

WACE
2005

AT&T s normal i zed proposed TELRI C | abor

FULLY
LCADED
VAGE
2006

2300 |exc Cust Service Point of Contact) $44.51| $44.51| $44.51
VA
APC — Assi gnnment Provisioning Center

4000 (Basi ¢ Assignment) R $44. 77| $44.77| $44.77
Field Installation (Network

4150 Installati on and Mai ntenance) Rl $43.11| $43. 11 $43.11
Central O fice Wring — CO Frane

4350 (Distributing Frame) R $48. 99| $48. 99| $48. 99
RCMAC — Recent Change Menory

4376 |Administration Center (Mintenance $45. 96| $45. 96| $45. 96
Processi ng) R
RCCC — Regi onal CLEC Coordination

4750 [etner (CQrder Testing and $47.12| $47. 12| $47. 12

Di stribution Support Service Center)

VA

I N CONCLUDI NG YOUR | NTRODUCTORY REMARKS, CAN YQU

PREVI EW THE MAI N DI FFERENCE BETWEEN YOUR NORMALI ZED

TELRI C LABOR RATES AND VERI ZON' S ASSERTED LABOR RATES?

Yes.

Functi on Codes (“JFCs”)

Usi ng averages of 2004 data for the six Job

included in Verizon's cost

st udi es, bel ow shows the differences between

Verizon's enbedded act ual

rates.

19
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1 Table 3
2 Conpari son of AT&T and Verizon
3 Aver age Labor El enents
<BEG N VZ PROPRI ETARY>
XXX XXX XHXKXXXX | XXXXX XXX
DOOOOKKKKK [XXXXXXX XXXXXXX XXXXXXX | XXXX
POOOOOKXHKXXX
OK POIXXX POKXXXX POXXXXXXK | XXXX
DOOOOKXIKKXX
DO XXXXXX XXXXXXX XXXXXXX | XXXXX
DOOOOKXKKXXX
POOOOOKXIKXXX
OO PR POXKXKXX [XXXXXXXK | XXXX
DOOOOKXIKKXX
OK POIKXXX OXXXXXX XXXXXXX [ XXXX
DOOOKK XXXXXXX XXXXXXX XXXXXXX | XXXX
DOOOKKKRX XXXXXXX XXXXXXX PXXXXXXX | XXXX
4 <END VZ PROPRI ETARY>
5 On average, Verizon's rates are <BEG N VZ PROPRI ETARY>
6 XXXX <END VZ PROPRI ETARY> per hour higher than
7 efficient rates. The table illustrates that 67% of the
8 di fference, <BEA N VZ PROPRI ETARY> XXXXX <END VZ
9 PROPRI ETARY> per hour is explained by the Verizon's
10 i nordi nate | oadings for Prem um pay, Paid Absence and
11 Benefits. Another 28%of the difference, <BEG N VZ
12 PROPRI ETARY> XXXX <END VZ PROPRI ETARY> per hour is
13 attributable Verizon's Direct Mscell aneous el enent.
14 The final 5% of the difference, <BEA N VZ PROPRI ETARY>
15 XXXXXXXXXXXX <END VZ PROPRI ETARY>, comes fromthe
16 Direct Support elenent. The Basic Wages, and | oadi ngs
17 for Motor Vehicles and Tools, are identical to the
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Veri zon proposed | oadi ngs. The remai nder of ny
testinmony will essentially step through this table and
prescri be the adjustnents necessary to bring Verizon's
enbedded data into conpliance with TELRI C

B. O\ERVIEW OF VERIZON' S EMBEDDED LABOR RATE

DEVELOPMENT PROCESS

HOW DCES VERI ZON DEVELOP | TS LOADED LABOR RATES?
The doll ar values of the inputs used by Verizon to
develop its asserted TELRIC | abor rates are its
hi storical costs. Exhibit Ill-Cfiled with Verizon’s
Initial Testinony in this docket displays its |abor
rate devel opnent. Alnost all of the data in Exhibit
I11-Cis hard coded and Verizon has not provided any
of the underlying data or assunptions used in its

cal culation of its hard coded nunbers.

Verizon’s process for devel oping | abor rates starts
with a basic wage and adds seven | oadings to that

basi ¢ wage. below illustrates, for a Basic
Assi gnnent worker, the eight steps used by Verizon to
develop its fully | oaded rate:

Tabl e 4
[l lustration of Verizon's Labor El enents

<BEG N VZ PROPRI ETARY>
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XX | XXXXXKXKXAKXAXAKX XHXXAKXAXX
XX [ XXX AKXX XHXXXXXX
XX [ XXKXKXAKXAXAKXX OO
XX | XXX AKXAKXAKX XHXXAKXAKXX
XX | XXX AKXAKX XHXXAKXAXX
XX [ XXX AKXX XXAKXXAKXX
XX [ XXKXKXXAKXKAKXX XXAKXXAKXX
XX [ XXKXKXAKXKAKXX XXAKXXAKXX
XX | XXX AKXAKX XHXXAKXKX

<END VZ PROPRI ETARY>

Q HAS VERI ZON PROVI DED ENOUGH SUPPORTI NG | NFORMATI ON AS
TO WHERE | N | TS ACCOUNTI NG SYSTEMS | T PULLS THE COSTS
I N THESE CATEGORI ES SO ONE COULD, AT A M NI MJUM MAKE
SURE THERE | S NO DOUBLE COUNTI NG?

A No, Verizon has not provided nmuch in the way of
under | yi ng support data for its |abor rates.

Q HAS VERI ZON PROVI DED DEFI NI TI ONS FOR THE LABCR
ELEMENTS YOU SHOW | N

A No, Verizon failed to provide even that m ni nal
support for its asserted | abor rates.

Q DOES VERI ZON MAKE ANY ATTEMPT TO MODEL COMPETI Tl VE

MARKET- BASED LABOR COSTS I N I TS STUDI ES?

16 Just because Verizon clains its data is “actual” does sanctify the
data. Verizon has failed to provide its underlying support data, MPs,
guidelines or instructions it follows in developing its |abor rates.

It is difficult to believe that JFC 4000, Basic Assignment, workers had
<Begin VZ Proprietary> XXXXXX <End VZ Proprietary> shift differential
overtime or bonus pay in the historical year
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It is ny understanding that Verizon blindly gathers
all the information to develop its labor rates from
its internal financial systens. Obviously, Verizon is
not a nodel conpetitive conpany or there would be no
need for the Comm ssion to regulate its UNE rates.

| ndeed, as a conpany that has historically faced
little conpetition for its |ocal services, it has not
faced the sanme discipline to nanage its input costs as
a conpany that operates in a conpetitive market has.

It would, therefore, be surprising if its |labor rates
reflected efficient levels. No attenpt is nade to
determne if the rates or factors it uses in its cost
studies are those that would be incurred by an
efficient newentrant. |f Verizon’ s enbedded average
rate for a position were $100 per hour and the
efficient rate were $20 per hour, under Verizon' s cost
met hodol ogy, it would blindly use an enbedded average

rate of $100.

C. OVERVI EW OF AT&T’' S TELRI C LABOR RATE DEVELOPMENT
PROCESS
HOW DCES AT&T DEVELOP TELRI C LABOR RATES?
AT&T uses publicly avail able wage and benefit data

publ i shed by the United States Departnent of Labor’s
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Bureau of Labor Statistics (“BLS’) to develop its
TELRI C | abor rates. AT&T uses BLS wage data to
devel op TELRI C supervi sory and clerical support

| oadi ngs. AT&T uses BLS benefit data to devel op
TELRI C benefit |oadings. The BLS data are factual,
unbi ased and inpartial .

DOES AT&T, |IN SOVE | NSTANCES, JUST ACCEPT VERI ZON S
EVMBEDDED DATA?

Yes. In sonme instances, due in large part to
Verizon’s failure to provide the underlying data and
assunptions for its |abor rates, AT&T has
conservativerE]accepted Verizon’s enbedded cost as
part of AT&T's TELRIC rate devel opnent.

VWHAT BLS WAGE DATA DCES AT&T USE | N DEVELOPI NG TELRI C
LABOR RATES?

| use the BLS wage data for wage |evels of office
clerks and first |level supervisors; wage |evels which
were not provided by Verizon. The BLS wage data cones
fromits Occupational Enploynent Statistics (“CES)
progranﬁﬂ Onits mebsiteEg BLS publishes a file
show ng Standard Cccupational Cassification (“SOC")

wage data by state. The BLS collects and publi shes

Y 1n this context, conservatively means the result is a higher, nore
favorable to Verizon, |abor rate.
18 A Federal - State cooperative program
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state specific data for SOC 43-9061 General Ofice
d erks?® and soc 49-1011 First-Line
Supervi sor s/ Managers of Mechanics, Installers, and

Repai rers. bal

In its studies Verizon includes workers in
Massachusetts as well as Rhode Island. [able 5] bel ow
shows the two wage |l evels, for each state, obtained
fromthe BLS website. For each one, | show the 2002
wage reported by the BLS and the 2004 wage after |
applied a 1.04 factor to account for the increase in
the CPI from 2002 to 2004. In addition,
shows, where the data is available, the size of the
sanpl e universe fromwhich the BLS drew its sanple

dat a.

Table 5
BLS Wage Information Used For TELRI C Supervi sory and
Clerical Support Loadings

19 www. bl s. gov.

20 The BLS description of this SOCis: “Performduties too varied and
diverse to be classified in any specific office clerical occupation
requiring limted know edge of office managenent systens and
procedures. Cerical duties nmay be assigned in accordance with the

of fice procedures of individual establishnments and nay include a
conbi nati on of answering tel ephones, bookkeeping, typing or word
processi ng, stenography, office machine operation, and filing.”
http://ww. bl s. gov/ soc/ soc_g9gl. ht m Decenber 5, 2003.

2 The BLS description of this SOC is: *“Supervise and coordinate the
activities of mechanics, installers, and repairers. Exclude team or
work | eaders.” http://ww.bls.gov/soc/soc tlbl. htm February 12, 2004.
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Posi ti on 2002 2004 Uni ver se
SOC 43-9061 CGeneral O fice
1 derk - MA $13.16 | $13.69 | 60, 910

SOC 49-1011 1°' Line

Super vi sor/ Manager s of
Mechani cs, Installers, and
Repairers - MA

$26. 09 | $27.13 | 8,530

SOC 43-9061 CGeneral Ofice
3 derk - R $11.48 | $11.94 | NA

SOC 49-1011 1°' Line
Super vi sor/ Manager s of
Mechani cs, Installers, and
Repairers - R

$24.20 | $25.17 | 1, 270

VWHAT BLS BENEFI T DATA DCES AT&T USE | N DEVELOPI NG
TELRI C LABOR RATES?

The BLS al so tracks and publishes information on
enpl oyee benefits. On Novenber 25, 2003 the BLS

rel eased its Septenber 2003 “Enpl oyer Costs for

Enpl oyee Conpensation” (“ECEC’), which provides
information on relative percentages of wages versus
benefits that are provided by errployers.EZ| The BLS
survey took place in Septenber 2003 and covered “a
probability sanpl e of about 36,500 occupations wthin
approxi mately 8,400 sanple establishnments in private

i ndustry”. bal

Tabl e 16 on page 20 of the report provides information

on the relative weighting of wages and sal ari es versus

22 nttp://wwmw bl s. gov/ news. rel ease/ pdf/ ecec. pdf. Decenber 8, 2003.
2 See ECEC at p. 21.
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benefits for comuni cations public utility conpanies
(standard industrial classification (“SIC') code 48).Eﬂ
BLS shows that, for blue collar occupations in SIC 48,
64. 1% of overall enployee conpensation taken fromthis
broad sanpl e of conpani es cones fromsal aries and

wages and 35. 9% cones from benefits. Anot her way of
stating this is that per the BLS data, normal market

benefits are 56% of basic wages (.359/.641).

AT&T multiplies the BLS benefit % of wages by the
basi ¢ wage for each JFC to devel op wage rates | oaded
W th benefit costs.Ei—-I Below in ny testinmony, | wll
provi de further detail on how AT&T uses the BLS data

to develop fully | oaded TELRIC | abor rates.

| S THE BLS DATA | NTENDED TO BE USED AS YOU PROPCSE?
Yes. According to the BLS websiteﬁq uses for the CES
data include: analysis of occupational enploynent,

anal ysi s of occupational wages and market anal ysis.

24

Subcategories of SIC code 48 are: SIC 481 Tel ephone Comruni cati ons,
SIC 482 Tel egraph and OQther Message Conmunications, SIC 483 Radio
and Tel evision Broadcasting Stations, SIC 484 Cable and Oher Pay
Television Stations and SIC 489 Communications Services Not
El sewhere Classified. Al of the RBOCs fall under SIC 48.

% For managers and service representatives, AT&T uses the BLS benefit
data for white collar workers: 31.4%of total conpensation from
benefits and 68.6% of total conmpensation fromwages. This equates to
benefits being 45. 8% of wages (.314/.686).

26 http://ww.bls. gov/ oew oes_enp. ht n#dat ause.

27



10

11

12

13

14

15

16

17

18

19

20

21

The data used in the ECEC cones fromthe BLS Nationa
Compensation Survey (“NCS’). According to the BLS

websi t e sone of the uses for the NCS data are:

* Negotiating wage contracts;

e« Determ ning conpensation rates;

e Determning prevailing wage rates;

e Setting conpensation rates;

« Paying market wage rates;

e Determ ning Federal pay adjustnents;

e Establishing escalator clauses in US Gover nnent
and col | ective bargaining contracts;

e Determning adjustnents for Medicare
rei mbursenents for hospital, physician and

rel ated services; and

e Econom c consulting and forecasting.

The United States Federal Reserve Bank al so uses this
data as a major econom c indicator for nonetary policy
deci si ons.

Q 'S SIC CODE 48 BENEFI T DATA APPROPRI ATE TO APPLY TO

VERI ZON?

2T http://ww. bl s. gov/ ncs/ usage. ht m
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Yes. The pool of workers for conpanies that conprise
t he Communi cations Public Utilities is the appropriate
uni verse fromwhich a new entrant would draw its
wor kf orce. Even Verizon witness M. Taylor uses data
i ncluding “tel ecom operators, cable operators and
net wor k equi prent providers”Eﬂto support Verizon's
assertions about |abor available to perform hot cut
wor k.

D. DI RECT WAGES

1. Verizon’s Direct Wages
HOW DOES VERI ZON CALCULATE | TS DI RECT WAGES?

For each JFC, Verizon pulls information fromits
accounting systens on basic wages and sal aries, and
productive hours. Verizon's Direct Wage data al so
purportedly contains training expenses, although these
costs are not distinctly displayed or provided.

WOULD YOU PLEASE EXPLAIN THE TERM NOLOGY “ PRCDUCTI VE
HOUR' ?

Labor rates are essentially the result of a sinple
fraction. In the nunerator are enployee costs. In

t he denom nat or are enpl oyee hours.

2 Tayl or, page 40, footnote 18.
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The enpl oyee hours in the denom nator can represent
pai d hours, which would be assum ng sonething |ike 40
hours per week and 52 weeks per year.E]This

denom nator woul d produce a | abor rate per paid hour.

Earlier in ny testinmony | stated that |abor services
are just one of the three major categories of inputs
to the production process. Human assets are simlar
to capital assets in that it is neither possible nor
efficient to use themat 100% of their capacity all of
the tinme. Properly devel oped TELRI C | abor rates

i ncl ude recognition of sone non-productive tine, even
when the enpl oyees are “on the job”. Therefore the
denom nator could al so represent productive hours that
woul d be a | esser anmbunt than the paid hours. O
course, having a smaller nunber in the denom nator
yields a larger overall result fromthe fraction

(i.e., a higher |abor rate per hour).

Verizon’s hours it includes in its studies are
productive hours, not paid hours. Wenever | adopt a

Verizon figure that is based on productive hours,

2% One woul d assune that managers work nore than 40 hours per week.
Vacations, holidays, personal days and sick tinme are incorporated into
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make no additional recognition of non-productive tine.
When | develop a | oading from scratch using paid hours
in the denomnator, as | do the Direct Support | oading
di scussed below, | incorporate a “95% productive tine
factor” for the | abor assets in the studies.lgil In

ot her words, | assune that 5% of the tinme the workers
will essentially be idle. | have discussed this
factor wwth M. Wil sh, who based on his know edge and
experience, found it to be a reasonabl e assunption for

an efficient forward | ooking environnent.

By including only productive hours in denom nator for
t he devel opnent of each wage rate, the Comm ssion
shoul d have no qual ns about reducing Verizon's
asserted task times in the cost studies to the actual
efficient tinmes that would result fromtinme and notion

or other such studi es.

2. AT&T s Direct Wages

Q HOW DOES AT&T CALCULATE | TS PROPOSED TELRI C BASI C
WAGES FOR PLANT EMPLOYEES?

| abor rates through a separate paid absence factor that | discuss

bel ow.

3 This is in addition to recognizing vacation, holidays and other paid
absent days which are included in my TELRI C benefit factor as expl ai ned

bel ow.
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AT&T makes no adjustnents to the Verizon direct wage

assertions per productive hour.

3. Conparison of Verizon's Proposed and
AT&T' s Proposed Direct Wages
COULD YOU SUMMARI ZE YOUR FI NDI NGS REGARDI NG DI RECT

VWAGES?
Yes. bel ow shows for each JFC at issue,
Verizon’s Direct Wage | oadi ng and AT&T s Direct \Wage

Loadi ng.

Table 6
Compari son of Direct Wages
<BEG N VZ PROPRI ETARY>

XXXXXX XXXKKXXXX | XXXXX

<END VZ PROPRI ETARY>
AT&T has conservatively accepted Verizon’s proposed

Direct Wages.
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E. DI RECT SUPPORT LOADI NG

1. Verizon’s Direct Support Loading
HOW DOES VERI ZON DEVELOP | TS DI RECT SUPPORT LQOADI NGS?

Verizon gives us little information on how it devel ops
its Direct Support |oading. Apparently it includes a
calculation of its enbedded Direct Support expenses in
the nunerator and a calculation of its productive
hours in the denom nator. There is no audit trail one
can take to determ ne the reasonabl eness of Verizon's
cal cul ati ons.

2. AT&T's Direct Support Loading
HOW DOES AT&T DEVELOP | TS DI RECT SUPPORT LQADI NGS?

AT&T devel ops a separate | oading for direct
supervision and clerical support.

a) Direct Supervision Loadings For
Techni ci ans

HOW DCES AT&T DEVELOP | TS DI RECT SUPERVI SI ON LOADI NGS
FOR TECHNI Cl ANS?

AT&T uses publicly avail abl e data published by the
BLS. As described above, AT&T uses the appropriate
state specific hourly wage information fromthe fourth
col um of [Table 5]as the basic cost for a first line
supervi sor

VWHAT IS THE NEXT STEP | N DEVELOPI NG A SUPERVI SORY

LOADI NG?
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The next step is to apportion the supervisor’s costs
over the technicians using a technician to supervisor
ratio. | have adopted a technician to supervisor
ratio of 12 to 1Eq based on nmy know edge and
experience in the industry. This ratiois in line
with Verizon's enbedded technician to supervisor

rati os | have reviewed in other cases. Furthernore, |
have di scussed this ratio with M. Wl sh who, based on
his experience with technicians in a central office
environment, found it to be a reasonabl e assunption
for an efficient forward | ooki ng workforce. |
therefore divide the supervisor’s hourly TELRI C basic
wage by 12 to arrive at the |oading for the

t echni ci an.

| S THERE ANOTHER STEP NECESSARY TO DERI VE A TELRIC
SUPERVI SORY LOADI NG?

Yes. It is ny experience that managers normal ly work
nmore than 40 hours per week, and receive no overtinme
paynment for their extra hours. This observation is

supported by an article found at Salary.comtitled

31 This ratio is a user adjustable input to the nodel.
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"Time off — Whatever Happened to Leisure Tine’?"EZI The

article states:
According to the Bureau of Labor Statistics, 25
percent of all full-time workers spend 49 or nore
hours on the job each week. O these, 11 percent
are at work 60 hours or nore. Salary.coms
findings are simlar. In a recent user poll,
al nost three out of every four respondents said
they work nore than the presunmed normal 40 hours
per week: 45 percent said they work 41 to 50
hours per week, 17 percent said they work 51 to
60 hours per week, while 10 percent said they
wor k over 70 hours per week.

Q WHAT OTHER DATA DO YOU USE TO SUPPORT THE ASSERTI ON
THAT MANAGERS WORK MORE THAN 40 HOURS PER WEEK?

A | was able to obtain fromthe BLS a table, Table BOB,EZI
based on the BLS Current Popul ation Survey (“CPS”),
whi ch shows average hours for people that customarily
work full time. The CPS is a nonthly sanple survey of
about 50, 000 households. The data (page 2 line 2)
shows that in 2001, for Managerial and Professional

Speci alty occupations, managenent enpl oyees wor ked an

average of 44.2 hours per week.Eﬂ

32 "Time off — Whatever Happened to Leisure Tinme?", Audrey Arkins,
http://sal ary.conml benefits/|ayouthtm s/ bnfl di splay nocat Ser27 Par64.h
tm , July 25, 2003.

3% Bureau of Labor Statistics, Table 30B (2001). Persons at work by
actual hours of work at all jobs in the reference week, ngjor
occupation, and sex. Unpubl i shed 2001 annual average data from the
Current Popul ation Survey.

31t is likely that this number has actually increased since 2001 with

all the layoffs in the industry and the tendency of conpanies to ask

remai ni ng workers to do nore work.
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VWHAT ADJUSTMENT | S NECESSARY TO BRI NG THE SUPERVI SORY
SUPPORT LQOADI NG | NTO COVPLI ANCE W TH TELRI C
PRI NCl PLES?
| apply a factor of .9050 to the TELRIC hourly rate
for managenent | abor rates. The .9050 factor equals
40/ 44.2 and effects a 10.5% reduction in the hourly
| oaded | abor rate for nanagers.
| S THERE AN ADDI TI ONAL STEP NECESSARY TO DEVELCP A
TELRI C SUPERVI SORY LOADI NG FOR THE TECHNI Cl ANS?
Yes. | apply a factor to account for the non-basic
sal ary benefit costs of the supervisor. This factor,
for managers, equals 45.8% of the basic wage and |
will explain this belowin ny testinony in the section
on TELRI C benefit | oadings. This benefit | oading
i ncreases the technicians’ fully | oaded rates.
VWHAT IS THE FI NAL STEP NECESSARY TO DEVELOP A TELRIC
SUPERVI SORY LOADI NG FOR THE TECHNI Cl ANS?
The final step is to apply the 95% productive tine
factor as | described above. The result is an hourly
| oadi ng for supervision of $2.91 in Rl and $3.14 in
MA.

b) Direct Supervision Loadi ngs For

Custoner Service Representatives

HOW DCES AT&T DEVELOP | TS DI RECT SUPERVI SI ON LOADI NGS

FOR CUSTOVER SERVI CE REPRESENTATI VES?
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AT&T agai n uses publicly avail able data published by
the BLS. AT&T uses the previously discussed state
specific SOC 47-1011 First Line Supervisors’ hourly
mean wages shown in

VWHAT IS THE NEXT STEP | N DEVELOPI NG A SUPERVI SORY
LOADI NG?

The next step is to apportion the supervisor’s costs
over the custoner service reps using arep to

supervi sor ratioﬁq | have conservatively adopted a
rep to supervisor ratio of 12 to 1, although | believe
this nunber could very well be too | ow

ARE THERE OTHER STEPS NECESSARY TO DERI VE A TELRIC
SUPERVI SORY LOADI NG FOR THE SERVI CE REPS?

Yes. For the sane reasons stated above, | nmake an

adj ust nent for managenent hours, for a benefit | oading
and for 5% non-productive tine.

VWHAT IS YOUR TELRI C SUPERVI SORY LOADI NG FOR THE
SERVI CE REPS?

Based on the aforenentioned steps, the TELRI C
supervisory loading rate for the service reps is $2.91

in R and $3.14 in MA

3% This ratio is also user adjustable.
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c) Uerical Support Loadings For
Techni ci ans

HOW DOES AT&T DEVELOP | TS CLERI CAL SUPPORT LOADI NGS
FOR TECHNI ClI ANS?
AT&T uses a simlar nethod as for the supervisory
| oading. | adopt the state specific TELRIC clerical
rates from ffabl e 5]
VWHAT IS THE NEXT STEP I N DEVELOPI NG A CLERI CAL LOADI NG
FOR THE TECHNI Cl ANS?
The next step is to apportion the clerk’s costs over
the technicians using a technician to clerk ratio. |
have adopted a technician to clerk ratio of 40 to 1
based on ny know edge and experience in the industry.
Furthernore, | have discussed this ratio with M.
Wal sh who, based on his experience with clerks in a
central office environnent, found it to be a
reasonabl e and conservative estimate for an efficient
forward | ooki ng environnent. | therefore divide the
clerk’s hourly TELRI C basic wage by 40 to arrive at
the | oading for the technician.
VWHAT ARE THE FI NAL STEPS NECESSARY TO DEVELOP A TELRI C
CLERI CAL LOADI NG FOR THE TECHNI ClI ANS?
| apply a factor to account for the non-basic salary
benefit costs of the clerks. This factor, for clerks,

equal s 45.8% of the basic wage, as | explain belowin
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the section on TELRIC benefit |oadings. In addition,
| apply the user adjustable productive tine factor --
. 95.
VWHAT | S THE RESULTI NG CLERI CAL SUPPORT LOADI NG FOR THE
TECHNI Cl ANS?
The resulting | oadings are $0.46 per hour in R and
$0.53 in MA

d) derical Support Loadings For Custoner

Servi ce Representatives

HOW DCES AT&T DEVELOP | TS CLERI CAL SUPPORT LQOADI NGS
FOR CUSTOVER SERVI CE REPS?
AT&T' s cal culation is exactly the sane as for the
clerical support for the technicians. The wages, span
of support and benefits are the sane. The resulting

| oadi ngs are $0.46 per hour in R and $0.53 in MNA

3. Conparison of Verizon's Enbedded and
AT&T' s Direct Support Loadi ngs
COULD YOU SUMMARI ZE YOUR FI NDI NGS REGARDI NG DI RECT

SUPPORT LOADI NGS?
Yes. bel ow shows for each JFC at issue,
Verizon’ s unsupported enbedded Direct Support | oading

and AT&T s proposed TELRI C Direct Support Loading.

Table 7
Conpari son of Direct Support Loadings
<BEG N VZ PROPRI ETARY>
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XHXXXXXX XXXXXX XHXXXXX

20,000 00 G 9.9.0.0.0.0.0,.0.0,.0,.0.0.0.9.0,0.0.0,.0.9.0.0,.0,0.0.0.0,0,69.4 XXXXXX XXXXX

<END VZ PROPRI ETARY>

It is inmportant to recogni ze that since the
supervisors’ and clerks’ costs are built into the

| aborers’ wage rates, we should never see any tinme for
a supervisor or general office clerk appear in a
service cost study — that would represent a double

recovery of the cost of the supervisor or the clerk.

This $0.39 per hour adjustrment is the third | argest of
the three adjustnments AT&T nmekes to Verizon's | abor
rates. AT&T's Direct Support loading is well

docunent ed and based on sound TELRI C princi pl es.

3 One nust seriously doubt the reliability of Verizon's “actual” data
when Verizon shows a <Begin VZ Proprietary> XXXXX <End VZ Proprietary>
cost for clerical and support personnel for JFC 4376 RCVAC workers.
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Verizon’s asserted | oading is undocunented and
unsupport ed.
F. PREM UM LOADI NGS

1. Verizon’s Prem um Loadi ngs
HOW DOES VERI ZON DEVELOP | TS PREM UM LOADI NGS?

Verizon apparently includes a calculation of its
enbedded prem um paynents fromits accounting systens
in the nunerator and a cal culation of its productive
hours in the denom nator. Verizon provides no
supporting data for either the nunerator or the
denom nat or .

2. AT&T s Prem um Loadi ngs
HOW DOES AT&T DEVELOP | TS PREM UM LOADI NGS?

AT&T s Prem um | oadi ngs are di scussed below in the
section regardi ng AT&T' s Benefit | oadi ngs.
G. PAI D ABSENCE

1. Verizon’s Paid Absence Loadi ngs
HOW DOES VERI ZON DEVELOP | TS PAI D ABSENCE LOADI NGS?

Verizon apparently includes a calculation of its
enbedded pai d absence expenses fromits accounting
systens in the nunerator and a calculation of its
productive hours in the denom nator. Verizon provides
no supporting data for either the nunerator or the

denoni nat or .
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2. AT&T' s Paid Absence
HOW DOES AT&T DEVELOP | TS PAI D ABSENCE LQOADI NGS?

AT&T' s Paid Absence | oadi ngs are discussed below in
the section regardi ng AT&T s Benefit | oadi ng.
H. BENEFI T LQADI NG

1. Verizon's Benefit Loading
HOW DOES VERI ZON DEVELOP | TS BENEFI T LOADI NGS?

For each JFC, Verizon applies a <BEG N VZ PROPRI ETARY>
XXXX <END VZ PROPRI ETARY> benefit factor to the sum of
direct wages, direct support, paid absence and prem um
to derive its benefit |loading. Verizon s benefit
factor is devel oped at the Eastern Regi on Tel ecom

| evel for 2002, not at the state |level. Verizon

provi des no underlying support data for this factor.
Dl D VERI ZON PROVI DE ANY BENCHMARK OF | TS BENEFI T COSTS
W TH ANY PUBLI CLY OR PRI VATELY AVAI LABLE DATA TO
SUPPORT | TS CLAIM THAT | TS EMBEDDED COSTS ARE
EFFI Cl ENT AND COVPLY W TH TELRI C PRI NCl PLES?

No.

2. AT&T' s Benefit Loadi ngs
HOW DOES AT&T DEVELOP | TS BENEFI T LOADI NGS?

AT&T uses publicly available, non-biased industry
specific benefit |oading information tracked and
publ i shed by the BLS. As stated above, on Novenber

25, 2003 the BLS rel eased its Septenber 2003 * Enpl oyer
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Costs for Enployee Conpensation” (“ECEC), which

provi des information on rel ative percentages of wages
versus benefits that are provided by enployers. The
BLS survey took place in Septenber 2003 and covered “a
probability sanple of about 36,500 occupations within
approximately 8,400 sanpl e establishnents in private

i ndustry”.

Tabl e 16 on page 20 of the report provides information
on the relative weighting of wages and sal ari es versus
benefits for comuni cations public utility conpanies
(standard industrial classification (“SIC") code 48)55
BLS shows that 67.2% of overall enployee conpensation
taken fromthis broad sanple of conpani es conmes from
sal ari es and wages and 32. 8% cones from benefits.

Anot her way of stating this is that the BLS nornma

mar ket benefits are 48.8% of basic wages (.328/.672).
As described below, | actually use a factor specific

to white collar, 45.8% and blue collar, 56.0%

37
38

See ECEC at p. 21.

Subcat egories of SIC code 48 are: SIC 481 Tel ephone Communi cati ons,
SIC 482 Tel egraph and Ot her Message Conmuni cations, SIC 483 Radio
and Tel evi si on Broadcasting Stations, SIC 484 Cable and O her Pay
Tel evision Stations and SI C 489 Conmuni cations Services Not

El sewhere Classified. Al of the RBOCs fall under SIC 48. A
conprehensive |ist of companies (to denpbnstrate the nature of SIC 48
conpani es, but not the exact universe fromwhich the BLS sanpl e was
taken) in SIC 48 registered with the Security Exchange Comm ssion
can be found at http://ww. seci nfo.com $/ SEC/ Regi strants. asp?SI C=48.
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wor kers for my normalization of Verizon's | oadings,

rat her than the overall 48.8% | oadi ng.

Since all but one the |abor rates Verizon has filed
are for blue collar workers, the effect of this
differentiation is to increase |abor rates. | use the
white collar benefit percent of wages only to devel op
a TELRIC benefit loading for the direct supervision

| abor rate el enent and for the service
representatives.

Q HAVE YOU COMPARED THE BLS WAGE | NFORVATI ON I N THE ECEC
W TH THAT TELRI C WAGE DATA YOU ENDORSED EARLI ER I'N
YOUR TESTI MONY?

A Yes. The BLS data from Table 16 indicates that the
average hourly wage for SIC code 48 is $25.38Eﬂfor
bl ue collar workers and $24.74Eﬂfor white collar
wor kers, which is reasonably conparable to the Verizon
Di rect Wages shown in above.EI The average

Direct Wage Verizon asserts is <BEG N VZ PROPRI ETARY>

3 $24.89 * a 1.02 factor to bring the rate from 2003 to 2004.

40 $24.26 * a 1.02 factor to bring the rate from 2003 to 2004.

41 The Verizon direct wages include sone costs for training that are not
i ncluded in the BLS ECEC wages. This difference nakes my Benefit

| oadi ngs conservatively high as the percentage is applied against a
Direct Wage inclusive of training.
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XXXXXXEI <END VZ PROPRI ETARY>. This proves that using
t he ECEC benefit data for Verizon is an “appl es-to-
appl es” conparison. BLS ECEC data does not represent
forei gn communi cations conpani es offering two tin cans
and a piece of string for facilities or a corner

| emonade stand for a headquarters as skeptics m ght
want to suggest.

DOES THE ECEC DATA CAPTURE THE SAME NON- WAGE COSTS
THAT ARE CAPTURED | N VERI ZON S LOADI NGS?

Verizon provides so little informati on about its

| oadings that it is inpossible to tell. [able 8]bel ow
shows the BLS benefit definitions fromthe ECEC and
denonstrates that they capture all the expected

rel evant enpl oyee benefits. The quotes in the BLS

colum conme fromthe Septenber 2003 ECEC, page 21.

Table8
BL S Benefit L oading Category Definitions
CATEGORY

PAID ABSENCE “Paid leave--vacations, holidays,
sick leave, and other |eave”

42 pgain, we know that Verizon includes sone costs beyond pure Direct
Wages in its Direct Wage cal cul ation
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CATEGORY
PREMIUM OVERTIME AND
SPECIAL PAYMENTS

BLS
“[S]upplemental pay--
premium pay for work in addition

to the regular work schedule
(such as overtime, weekends, and
holidays),

shift differentials, and
nonproduction bonuses (such as
referral bonuses and lump-sum
payments provided in

lieu of wage increases)”

SOCIAL SECURITY, “[L]egally required benefits—
MEDICARE AND PENSIONS socia security, medicare, Federal
and State unemployment
insurance, and workers
compensation”

“[R]etirement and savings
benefits--defined benefit and
defined contribution plans’

BENEFITS “[IMnsurance benefits--life, health,
short-term disability, and long-
term disability”

OTHER “[S]everance pay and
supplemental unemployment
plans.”

THE BENEFI T LOADI NG YOU PROPCSE | S EQUI VALENT TO A
COVBI NATI ON OF VERI ZON' S PREM UM PAI D ABSENCE AND
BENEFI T CATEGORIES ON EXHIBIT I'l11-C.  HOW DCES

VERI ZON' S EMBEDDED COVBI NATI ON OF THE COST OF THESE
THREE CATEGORI ES COMPARE TO THE TELRI C BENEFI T COSTS
YOU PROPOSE, RELATIVE TO THE DI RECT WAGES?

bel ow shows, for each JFC, Verizon's
unsupported cal cul ations of its enbedded cost of the
| oadi ngs conpared to the efficient well-docunented

TELRI C benefit |oading | propose.
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Table 9
Conpari son of Prem um Paid Absence
and Benefit Percent of Direct Wage

<BEG N VZ PROPRI ETARY>

XHXXXXX XXXXXX XXX

XXXXXX T PO | XXXXXXXX | XXXXXXX

<END VZ PROPRI ETARY>

Verizon’s enbedded Benefits (including prem um and

pai d absence) average <BEG N VZ PROPRI ETARY> XXXXX
<END VZ PROPRI ETARY> of its asserted Direct Wages;
AT&T' s TELRIC Benefit | oadi ng averages 54% of the
Direct Wages.

VWHY IS THE LOADI NG FOR THE 2300 JFC DI FFERENT FROM THE
OTHERS?

The 2300 Customer Service Center Point of Contact
position is an admi nistrative type position, rather

than a field craft technician position. It is
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appropriate to use the “white collar” BLS benefit
| oading for this job functions, whereas the other job
function should use the “blue collar” | oading.

a) Longitudinal Data
DO YOU ENDORSE SETTI NG A TELRI C BENCHVARK USI NG DATA

FROM JUST ONE COVPANY AND ONE TI ME PERI OD?

No. Picking data fromone year and one conpany, as
Verizon blindly does in its cost study, to serve as a
TELRI C benchmark for efficient costs is inappropriate.
TELRI C | abor rates should not be based on data from
just one conpany at one point in tinme. The Septenber
2003 ECEC BLS data is froma broad survey of SIC 48
comuni cation utility conpanies, but is at one point
in time.

HAVE YOU EXAM NED DATA FROM MORE THAN ONE Tl ME PERI OD?
Yes. The BLS al so publishes historical data on the
percent of total conpensation that is attributable to
benefits for SIC 48. On June 9, 2002, the BLS
published its “Enpl oyer Costs for Enpl oyee
Conmpensation Historical Listing (Annual), 1986-2001”EZI
Tabl e 22 on page 206 provides the historical data for

SIC 48. The historical annual benefit percentages of

4 ftp://ftp.bls.gov/publ/special.requests/ocwe/ ect/ecechist. pdf .
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total conpensation and basic wages are shown in

10" bel ow

Tabl e 10
H storical Benefits % of
Conpensati on and Wages

Benefits %

Benefits %

i of
Overal | Vaaes
Conpensat i on 9
1995
1996 32. 1% 47%
1997 29. 0% 41%
1998 29. 9% 43%
1999 30. 5% 44%
2000 30. 6% 44%
2001 __ 32.3% 48%
200224 32.15% 47%
2003% 32.3% 48%
Aver age 30. 9% 45. 44%
gggge”ber 32. 8% 48. 8%

Thus, the Septenber 2003 quarterly data whi ch overal
is 48.8% (56% for blue collar workers and 45.8% f or
white collar workers) | use in ny analysis is
reasonabl e and conservative — it exceeds the highest
annual benefit percent of wages that has occurred in
SIC 48 over the past nine years. It results in a

hi gher | oaded | abor rate than would be derived from

usi ng an average of nine years’ annual data points.

4 "Enpl oyer Costs for Enployee Conpensation Historical Listing
(Quarterly), 2002-2003", June 11, 2003. Beginning in 2002 the
historical ECEC is stated on a quarterly basis. 32.15%is the
arithmetic mean of the 4 quarterly results: 32.9% 31.8% 32% and
31.9% Page 205,
ftp://ftp.bls.gov/pub/special.requests/ocwe/ect/ececqrt. pdf.

% Through the 3'® quarter. An average of 31.9% 32.2% and 32.8%
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b) Latitudinal Data

HOW DOES THE LOADI NG OF 48. 8% OF BASI C WAGES FOR SIC
48 COVPARE TO NATI ONAL AVERAGES FOR ALL PRI VATE

| NDUSTRY, OTHER | NDUSTRI ES AND OTHER CROSS SECTI ONS?
The ECEC reports that private industry enpl oyers
nationally paid benefits equal to 38. 7% of basic wages
on average. Thus the 48.8% (and even nore so the
56. 6% bl ue collar value) is well above the national
average for all private industry and cannot be
construed to be unreasonable or confiscatory. The BLS
provi des many additional views of benefits relative to
basi ¢ wages; bel ow shows how the percentages
generally range. The average benefit percent of wages
across the 19 categories is 40.7% the nedian value is
40.1% The range of values is froma |low of 31.1%to
a high of 54.6% The 48.8% (56.0% bl ue collar) factor
falls well above the nean and nedi an values in the
representative sanple, again denonstrating that the
benefit | oadings | propose are just and reasonabl e.
The 56% bl ue collar | oading | adopt exceeds the

aver age union | oading, the Northeast | oading and the

over 500 enpl oyee | oadi ng published by the BLS.
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Table 11
ECEC Benefits % of Wages

Benefits
% % of

Sept enber 2003 Data | % Wages Benefits \Wages
Al Private Industry
Wor ker s 72. 1% 27. 9% 38. 7%
Goods Produci ng
I ndustries 67. 7% 32.3% 47. 7%
Service Pr oduci ng
I ndustries 73.5% 26. 5% 36. 1%
Manuf act uri ng
I ndustries 66. 7% 33. 3% 49. 9%
Non- manuf act uri ng
I ndustries 73.2% 26. 8% 36. 6%
White Collar Workers 73. 0% 27. 0% 37. 0%
Bl ue Col | ar Workers 68. 6% 31. 4% 45. 8%
Servi ce Workers 76. 3% 23. 7% 31. 1%
Nor t heast Regi on 71. 1% 28. 9% 40. 6%
Sout h Regi on 73. 0% 27. 0% 37. 0%
M dwest Regi on 71. 4% 28. 6% 40. 1%
West Regi on 72. 4% 27.6% 38. 1%
Uni on 64. 7% 35. 3% 54. 6%
Nonuni on 73.3% 26. 7% 36. 4%
1- 99 Workers 74. 6% 25. 4% 34. 0%
100 Workers or nore 69. 9% 30. 1% 43. 1%
100 - 499 Workers 71. 2% 28. 8% 40. 4%
500 Workers or nore 68. 8% 31. 2% 45. 3%
Ful | tinme Workers 70. 9% 29. 1% 41. 0%
Aver age 71. 2% 28. 8% 40. 7%

3. Conparison of Verizon’s Enbedded and
AT&T' s TELRI C Benefit Loadi ngs
Q COULD YOU SUMVARI ZE YOUR FI NDI NGS REGARDI NG

BENEFI T LOADI NGS?

Yes. abl e 12| bel ow shows for each JFC at issue,

Veri zon’s enbedded Benefit | oading and AT&T' s proposed

TELRI C Benefit | oading.
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Table 12
Conpari son of Benefit Loadi ngs
<BEG N VZ PROPRI ETARY>

XXXX XHXXXXX XHXXXXXX

Aver age | XXX | XKKKKXX XXAKXXXX

<END VZ PROPRI ETARY>
The $5.06 per hour difference is the major adjustnent
t hat AT&T nakes to Verizon’s unsupported | abor rates.
AT&T' s adjustnent is well docunented and based on
sound financial data — the efficient benefit |evel
proposed by AT&T has al ready been achi eved by the
average conpany in SIC 48 in the U S.

| . DI RECT M SCELLANEQUS LQOADI NG

1. Verizon’s Direct M scell aneous Loadi ng
HOW DOES VERI ZON CALCULATE DI RECT M SCELLANEQUS

LOADI NGS?
Verizon includes a calculation of its enbedded Direct
M scel | aneous paynments fromits accounting systens in

the nunerator and its productive hours in the
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denom nator. Verizon provides no supporting data for
ei ther the nunerator or the denom nator.

2. AT&T's Direct M scel |l aneous Loadi ng
Q HOW DOES AT&T CALCULATE I TS DI RECT M SCELLANEQUS

LOADI NGS?

A To my knowl edge, there is no publicly avail able data

fromwhich to establish an efficient benchmark for
this category. Therefore, | have done a little
snoot hing of the data (i.e., exam ned the data and
elimnated data points that were far out of range from
the other data points) and used Verizon’ s dat a.

Q WOULD YOU PLEASE FURTHER EXPLAI N YOUR SMOOTHI NG

ADJUSTMENT?

A Yes. For JFC 4000, Verizon shows a Direct

M scel | aneous expense of <BEGQ N VZ PROPRI ETARY>
0:9,9,0.0.0.0.9.9.0.9,.9,0,0,0,.0,:0,0,0,0,0.0.0.0.0.9.90.0.9,.0,0,0,.0,.0,0,0,0,.0.0.0.$.9.9.9.9.9,.90.90,.90,.90.0.0,0,6¢

00.9,.9.9.9,0.0.9,9.9.9,0,.0.9,0,0.9,0.0.9,0,.0.9,0.9.9,9,.0.9,9.0.9,.9,.0.9,0,0.9,0,.0.9,0,.0.9,0,.0.9,0,.0.9,0,0.9.¢

00.9,9.9.9,0,.0.9,9.0.9,0,.0.9,9,0.9,0.9.9,0,.0.9,0.9.9,9,.0.9,9,.0.9,.9,.0.9,0,0.9,0.0.9,0,.0.9,.0,.0.9,0,.0.9,0,0.9.¢

9,9.9,9.9,:9,9,.9,0.9,0.9,0.9,:0.9.9.0.9,0.9,0.9,0.9,.9.9,.9.9.9,0.9,0.9,0.9,.9.9.9.0.9,09,0.9,.0.9.9.9.9,.09,04

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXEI reduced this outlier

4 A nore aggressive adjustment woul d have been to reduce the outlier to
t he average of the other data points.
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00.9,.9.9.9,0,.0.9,0.9.9,0,.0.9,0,0.9,0.9.9,0,.0.9,0.9.9,9,.0.9,9,.0.9,.9,.0.9,0,0.9,0,.0.9,0,.0.9,0,.0.9,0,.0.9,0,0.9.¢
XAXXXKXHKXKXKXAKKXKXHKXAKXAKXAKXXXX <END VZ PROPRI ETARY>

3. Conparison of AT&T s Proposed TELRIC
Direct M scell aneous Loading and Verizon’s

Enbedded Direct M scel | aneous Loadi ng

Q WOULD YOU PLEASE COWPARE AT&T' S TELRI C DI RECT
M SCELLANEQUS LOADI NG AND VERI ZON' S ASSERTED ENMBEDDED

COSTS?

A Yes. bel ow shows that conpari son.

Tabl e 13
Conpari son of Direct M scell aneous Loadi ngs
<BEG N VZ PROPRI ETARY>

XX

)00 OGN 9.9,.0.9,.0.9.0,0.9,.0.0.9,0.9,0,0.9.0,0.0,0.9,0:0.9,0.0,0,¢4 XXXX XXXX

XXXX XXXX XXXX

1.9, 0.0 QN 0.9.9.0.0.0.9,9,0.9,.0.0,0,0.9.9,:0.0,0.9,0,0.9,9,:0,0,¢.9,0:¢ XXXX XXXX

XXXX XXXX XXXX

1.9, 0.0 QN 0.9.9.0.9.0.9,9,0.9,:0.0,0,0.9.9,:0.0,0.9,0,0.9,9:0,0,¢.9,0:¢ XXXX XXXX

XXXX XXXX XXXX

XXXX POXOOOOXOXXKOXKAKXKKXAKX XXXX XXXX
<END VZ PROPRIETARY>

The $2.14 per hour difference is the second | argest of
the three adjustnments that AT&T nakes to Verizon's

unsupported | abor rates. AT&T' s conservative
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adj ust rent addresses the obvious, unexpl ained and
unsupported, outlier in Verizon's Direct M scell aneous

dat a.

J. MOTOR VEHI CLES LQOADI NG

1. Verizon’s Mdtor Vehicle Loading
HOW DOES VERI ZON CALCULATE | TS MOTOR VEHI CLE LOADI NGS?

Veri zon includes an enbedded notor vehicl e expense
fromits accounting systens in the nunerator and its
productive hours in the denomnator. For those JFC
whi ch have Motor Vehicl e expenses, the expense is
<BEG N VZ PROPRI ETARY> XXXX <END VZ PROPRI ETARY> ti nes
the Direct Wages.

2. AT&T' s Motor Vehicle Loadi ng
HOW DOES AT&T CALCULATE | TS MOTOR VEH CLE LOADI NGS?

To ny know edge, there is no publicly avail able
information that could be used to benchmark notor
vehi cle | oadings for these JFCs. AT&T therefore
adopts the anounts provided by Veri zon.

3. Conparison of Verizon Proposed and AT&T
Proposed Mt or Vehicl e Loadi ngs
HOW DO VERI ZON' S AND AT&T' S LOADI NGS FOR MOTOR

VEHI CLES COVPARE?

abl e 14| bel ow conpares Verizon’s notor vehicle

| oading to AT&T' s notor vehicl e | oading.
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Table 14
Conmpari son of Mtor Vehicle Loadings
<BEG N VZ PROPRI ETARY>

1.9, 9.0 QN 0.9,.0.9,0,0.9.,0,0.0.9,9,0.9,0.9.0,0.9,.0.0,0.¢.9,0,0.9,0¢ XXXX XXXX

XXXX XXXX XXXX

1.9, 0.0 QN 9,0,0,.0.9,0,0,.0.9,0,0,:0.9,0,0.0.0,0,0,:0.0,0,0,.0.9.0,0,0.0.4 XXXX XXXX

XXXX XXXX XXXX

1.9, 0.0 QN 9,0,0,.0.9,0,0,.0.9,0,0,.0.0,0,0,.0.0.0,0,:0.0,0,0,0.9.0,0,0.0.4 XXXX XXXX

XXXX XXXX XXXX

<END VZ PROPRI ETARY>
AT&T has conservatively accepted Verizon’s proposed

Mot or Vehi cl es | oadi ngs.

K. TOOLS LQADI NG
1. Verizon’s Tool s Loadi ng
Q HOW DOES VERI ZON CALCULATE I TS TOOLS LOADI NGS?

Verizon includes a calculation of its enbedded tools
expense fromits accounting systens in the nunerator
and its productive hours in the denom nator. Verizon
provi des no supporting data for either the nunerator
or the denom nator. AT&T derived a uniform <BEG N VZ
PROPRI ETARY> XXX <END VZ PROPRI ETARY> factor used by

Verizon for each JFC that incurs this expense.
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2. AT&T' s Tool s Loadi ng
HOW DOES AT&T CALCULATE I TS TOOLS LQOADI NGS?

To ny knowl edge, there is no publicly avail able
information that could be used to benchmark tools

| oadi ngs for these JFCs. AT&T therefore adopts the
Verizon | oading for Tools.

3. Conparison of Verizon Proposed and AT&T
Proposed Tool s Loadi ngs
HOW DO VERI ZON' S AND AT&T' S LOADI NGS FOR TOOLS

COVPARE?

abl e 15| bel ow conpares Verizon’s tools |loading to

AT&T s tool s | oading.

Tabl e 15
Conpari son of Tool s Loadi ngs
<BEG N VZ PROPRI ETARY>

1.9, 0.0 QN 9,0,0.0.9,0,0,:0.9,0,0,.0.9,0,0.0.0.0,0,:0.0,0,0,0.9.0,0,0.0.4 XXXX XXXX

XXXX XXXX XXXX

XXXX PROXOOOOXKRXIXIKKXIKIKKXIIKKXXHKAKAKXK XXXX XXXX

XXXX XXXX XXXX

1.9, 0.0 QN 0.9,:0.9,9,0.9.9,0,0,.0.9,9,0.9:0.9.9,0.9,0,.0,0.¢.9,0,0.9,0¢ XXXX XXXX

XXXX XXXX XXXX

<END VZ PROPRI ETARY>
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AT&T has conservatively accepted Verizon’s proposed

Tool s | oadi ngs.

L. I NFLATI ON FACTORS
DOES VERI ZON APPLY AN | NFLATI ON FACTOR TO I TS LABOR
RATES?
Yes. As is shown in ffabl e 1]Verizon includes a <BEG N
VZ PROPRI ETARY> XXXX <END VZ PROPRI ETARY> infl ation
factor for 2004 and for the future years 2005 and
2006.
SHOULD A LABOR RATE | NFLATI ON FACTOR APPEAR | N A
TELRI C STUDY?
Labor rates should not recognize future inflation
unl ess there is also a proper TELRIC recognition of
future productivity increases. [fable 2]shows that
AT&T devel ops 2004 rates and does not automatically

inflate them over future years.

| f Verizon had perfect foresight, started with TELRI C
| abor rates and al so applied a TELRI C forward-| ooki ng
efficiency factor, then it would be acceptable to
apply a forward-| ooking TELRI C wage i ncrease or wage
inflation factor. Verizon's workers should becone
nore efficient in doing their jobs as tine goes by

t hrough the introduction of new technol ogy and through
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the benefit of additional experience. Since Verizon’'s
studies fail to include an appropriate TELRIC i ncrease
in efficiency, its studies should not include an
increase in wages or a forward | ooki ng adjustnent for
inflation.

Q VWHAT DATA SUPPORT YOUR POsI TI ON THAT FUTURE WAGE
| NCREASES SHOULD NOT BE | NCLUDED | N VERI ZON' S STUDI ES?

A The BLS tracks and publishes data on worker
productivity. bel ow shows how wor ker
conpensati on and worker output have conpared over the
years 1987 to 2001 in the Wred Tel ecommuni cati ons
Conpani es sector of the econony (NAICS 5171E§. Over
that tinme period, output has increased by 6.8%
annual ly while |abor costs have only increased by 4.4%
annually -- thus unit |abor costs have fallen by 2.2%
annual ly. For 2001 to 2002 only, unit |abor costs

fell by 6.19% bl

47 NAICS stands for the North American Industry Cl assification System
NAI CS has recently replaced the SIC system whi ch was devel oped in the
1930s. NAICS groups establishments into industries based on the
activity in which they are primarily engaged. NAICS uses a six digit
hi erarchi cal coding systemto classify econonic data into twenty

i ndustry sectors. Wred Tel econmuni cati ons Conpani es fall under Sector
51 which is Information comnpanies.

4 This BLS data was published on 11/05/2003. The BLS inforns us that
the “productivity gains reflect the joint effect of a nunber of
interrelated influences such as changes in technol ogy, capita

i nvest ment per worker, utilization of capacity, layout and fl ow of
material, skill and effort of the work force, managerial skill, and

| abor - managenent relations.” http://ww.bls.gov/lpc/iprreadl. htm
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Tabl e 16
Annual Percent Change In Total Conpensati on,
Qutput, And Unit Labor Costs: NAICS 5171
Wred Tel ecommuni cati ons Conpani es, 1987-01
And 2000- 01%

Annual % Change Annual % Change
1987 - 2001 2000 - 2001
Uni t Uni t
Tot al Labor Tot al Labor
Conpensat i on|Qut put |Cost s Conpensati on|CQut put [Costs
4. 4 6.8 [-2.2 -4.1 | 2.1 |-6.1

The data denonstrates that blind adjustnents for
inflation and wage increases woul d m srepresent what
is happening in the real world. If output per hour
gai ns exceed conpensation increases, Verizon' s
activity costs per |abor hour would actually decrease
each year, even if the nomi nal wages increase. Wile
the absolute |l evel of |abor rates may have normal ly
increased in the past, the actual cost of |abor has
decreased due to the high productivity gains in the

i ndustry.

| f adjustnments to Verizon's |abor rates were to be

made, appropriate TELRI C forward | ooki ng productivity
and inflation adjusted | abor rates should be captured
in a TELRI C study, and not just the inflation adjusted

| abor rates. Based on this data, | respectfully urge

49 Source data can be found at

http://ww. bl s. gov/ news. rel ease/prin.t02. ht m
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the Comm ssion to reject the wage increase and
inflation increase factors in Verizon’s |abor rate
studi es.

| S THERE ANY OTHER SUPPORT FOR REMOVI NG | NFLATI ON?
Yes. Oher state conm ssions (e.g., Texas, M ssour
and Kansas) have renoved inflation adjustnents in |LEC
studi es due to the absence of offsetting productivity

adjustn1=3nts.E:I

The M ssouri Comm ssion was very lucid on this point
inits 2002 order

SBC does include overt inflation factors inits
cost studies so that inflation will not be fixed
at the time of the study. As a result, SBC s cost
studies wll tend to overstate actual costs.

This problem coul d be solved by requiring SBC to
i ncorporate overt prospective productivity
adjustnments into its cost studies but no party
has proposed a fornula that would permt the easy
devel opnent of such adjustnents. However, the
expert witnesses for both Staff and the Joint
Sponsors indicate that productivity factors woul d
roughly bal ance out the inflation factors and

50

Kansas Docket No. 97-SCCC-149-G T, Oder Setting Inputs For Cost

Studies, page A-36 (Nov. 17, 1998) (“If an inflation factor is
adopted, a productivity factor should also be adopted. SBC s cost
studies do not include an explicit productivity factor. Staff states
if a separate adjustment for productivity were to be nmade, that
adjustrment could more than offset the inflation adjustnent.
M ssouri, Arkansas, Texas and Oklahoma elinmnated the inflation
factor to offset the lack of a productivity factor. The United
States District Court, Wstern District of Texas recently affirnmed
the Texas Public Utilities Commi ssion's decision. SBC v. AT&T, No.
A97-CA- 132SS (WD. Tex. 1998) Renoving the inflation adjustnent
from SBCs TELRIC cost studies represents a reasonable and
conservative way of addressing these issues.”)
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that if productivity factors are not used, then
inflation factors should al so be excl uded. For

that reason, the Comm ssion will order SBC to
excl ude ert inflation factors fromits cost
st udi es.

| F THE COW SSI ON WERE TO ADOPT ALL THE TELRIC
PRODUCTI VI TY ADJUSTMENTS PROPOSED BY AT&T | N | TS PANEL
TESTI MONY, AND THE TELRI C DI RECT SUPPORT, DI RECT

M SCELLANEQUS AND BENEFI TS (I.E., PREM UM PAI D
ABSENCE AND BENEFI TS) ADJUSTMENTS YOU DESCRI BE ABOVE,
WOULD I'T THEN CONFORM TO TELRI C PRI NCI PLES TO APPLY A
2% ANNUAL | NFLATI ON ADJUSTMENT TO THE LABOR RATES FOR
YEARS BEYOND 2004 AS PROPCSED BY VERI ZON?

Yes.EZI

M COVPARI SON OF AT&T AND VERI ZON LABOR RATES
BASED ON ALL THE TELRI C MADI FI CATI ONS YOU HAVE MADE TO
VERI ZON' S EMBEDDED ACCOUNTI NG DATA, VWHAT ARE YOUR
PROPOSED LABOR RATES AND HOW DO THEY COVPARE W TH
VERI ZON' S PROPCSED LABOR RATES?

bel ow conpares AT&T' s proposed TELRI C and

Verizon’s enbedded fully | oaded | abor rates.

51

M ssouri Case No. TO 2002-438, Report and Order, |ssue 64 (August 6,
2002), available at http://ww.psc.state.npn.us/orders/08061438. htm
The M ssouri Conmi ssion had reached this same conclusion in Mssouri
Case No. TO97-40, Final Arbitration Oder, Adopting Staff's
Recomendati on attached as Appendix C, pg. 119 (July 31, 1997).
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Conmpari son of AT&T and Verizon Fully Loaded Labor

Tabl e 17

<BEG N VZ PROPRI ETARY>

Rat es

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

XXXX

<END VZ PROPRI ETARY>

Q ARE ALL YOUR TELRI C LABOR RATES LOVNER THAN VERI ZON' S

EMBEDDED, PROPOSED RATES?

normal i zed for conpetitive market conditions.

A No. M TELRIC | abor rate for JFC 4376 is actually
above Verizon' s unsupported, asserted rate.

Q IN YOUR OPI NI ON, ARE THE ADJUSTED LABOR RATES
CONTAI NED | N THE FOURTH COLUMN OF CONS| STENT
WTH THE FCC S TELRI C METHODOLOGY?

A Yes. The rates presented by AT&T are conservatively

The

52 Attachment RPF-2, ny workpapers, tab “Inflation-Productivity”, has a
user adjustable input value for inflation and productivity for each
JFC. They are currently both set to 1.
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wel | docunented, Direct Support, SIC code 48 based
Benefit | oadings fromthe BLS ECEC, and Direct

M scel | aneous adjustnents | have nade, result in a
reasonabl e estimate of efficient conpetitive market
costs in the tel ecommuni cati ons busi ness.

WOULD YOU PLEASE PROVI DE A TABLE THAT | LLUSTRATES BY
LABOR ELEMENT THE CHANGES YOU HAVE MADE TO VERI ZON' S
ASSERTED EMBEDDED LABOR RATES?

Yes. uses averages across the 6 JFCs to show
the differences between Verizon's and AT&T s proposed

| abor rates.

Tabl e 18
Conmpari son of AT&T and Verizon Average Labor El enents
<BEG N VZ PROPRI ETARY>

XXXX XXXX XXXX XXXX XXXX | XXXX
XXXX XXXX XXXX XXXX XXXX | XXXX
XXXX

XXX XXXX XXXX XXXX XXXX | XXXX
XXXX XXXX XXXX XXXX XXXX | XXXX
XXXX XXXX XXXX XXXX XXXX | XXXX
XXXX XXXX XXXX XXXX XXXX | XXXX
XX XX XXXX XXXX XXXX XXXX | XXXX

<END VZ PROPRI ETARY>

The Direct Support, Benefits (i.e., Premum Paid
Absence and Benefits) and Direct M scel |l aneous
adj ustmrents, on average, total a <BEG N VZ

PROPRI ETARY>  XOXXXXXXXKXKXKXAKXAXXX <END VZ PROPRI ETARY>
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reduction from Veri zon’s unsupported cal cul ati ons of
its enbedded costs. This is a small but reasonabl e
adj ust rent that one woul d expect to find in conparing
enbedded and TELRIC | abor costs. The TELRIC nethod is
designed to provide incentives for |ILECs to operate
with nore efficiency, with consunmers being the

beneficiari es.

OTHER | SSUES — ATTACHMENT RPF- 2

ARE YOU PROVI DI NG AN ATTACHVENT THAT SHOWS ALL THE
CALCULATI ONS YOU HAVE MADE | N THE DEVELOPMENT OF YOUR
TESTI MONY?

Yes. Attachment RPF-2, “Verizon Rl Labor Rates

Rest ated. x| s”, provides support for all the
calculations | have made in the devel opnent of ny
proposed TELRIC | abor rates. The attachnent is an
Excel workbook that contains six worksheets. A brief

description of each worksheet foll ows:
* Restatement — For each | abor el ement of each
JFC shows Verizon’s enbedded cost and AT&T' s
proposed TELRI C cost. Also shows the
cal cul ati ons used to devel op
* \Wages - displays the BLS SOC wages used in ny

cal cul ati ons. It al so shows the user
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adj ustabl e factor to increase the data from

2002 |l evels to 2004 |evels;

BLS Data — displays the ECEC SIC 48 data | use

i n devel oping ny TELRIC benefit | oadi ngs;

Supervi sion and Support — contains the inputs
and calculations | used in devel oping the
TELRI C supervi sory support and cl erical support
| oadings. It also shows the user adjustable

productive time factor;

O her inputs — contains the inputs used in

devel opi ng the managenent hours adj ustnment;

VZ Conponents — shows the limted data Verizon
has filed regarding the devel opnent of its
asserted | abor rates;

Per spective — shows how Verizon’s total |abor
costs conpare to its total revenues and total
operati ng expenses; and

I nflation-Productivity — contains the BLS data
on productivity inprovenents for wired

t el ecomruni cati ons conpanies. Al so contains
user adjustable input fields for inflation and

productivity.
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SUMMARY AND CONCLUSI ON

WOULD YOU PLEASE SUMVARI ZE YOUR TESTI MONY?

Verizon's asserted costs for |abor services are
blindly based on its enbedded costs and are not
supported by adequate docunentation or information.
Verizon has failed to neet a burden of proving its
rates are TELRIC conpliant. Verizon’s proposed rates
are based on the historical experience of one firm a
firmthat faced no conpetition during a period when
many of the cost relationships reflected inits
enbedded accounts were established. The conservative
adj ustnents | propose to the Direct Support, Benefit
and Direct M scellaneous | oadings are necessary to
normal i ze the costs and bring theminto conpliance
with the TELRI C net hodol ogy as mandated by the FCC s
First Report and Order and adopted by this Conm ssion.
Bringing these costs into TELRI C conpliance w ||
facilitate vigorous conpetition for local service in
Rhode | sl and, thereby bringing higher quality, nore

i nnovation and | ower prices to Rhode |sland consuners.
VWHAT ARE YQOU ASKI NG THE COW SSI ON TO DO?

| respectfully urge the Conm ssion to adopt the

conservative adjustnents outlined in this testinony to
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bring the Verizon asserted | abor rates into conpliance
wi th TELRI C pri nci pl es.

DCES THAT CONCLUDE YOUR DI RECT TESTI MONY?

Yes.
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Pagelof 1

PROCEEDING NUMBER

TOPICS ADDRESSED

Rl AND STYLE IN TESTIMONY
Docket 91-204 Unbundling of LEC Network
Inquiry into Alternatives to Rate of Basic Network Functions
Arkansas Return Regulation for SWB Competition in the Local Market
Local Market Economics
Competitive Safeguards
Docket 96-395-U Competition Policy
In the Matter of AT&T Communications  Non-discriminatory, Pro-Competitive Pricing
of the Southwest, Inc.’s Petition for Non-recurring charges
Arbitration of Unresolved Issues with Resale Restrictions
Arkansas Southwestern Bell Telephone Company Prici_ng for customers changing local
Pursuant to §252(b) of the service providers
Telecommunications Act of 1996 Interconnection
Filing of Tariffs
Collocation Prices
Hatfield Model
Docket 98-048-U TELRIC
In the Matter of the Application of Non-recurring rates
Southwestern Bell Telephone Company  Loop studies
Arkansas Seeking Verification That It Has Fully Switching studies
Complied With and Satisfied The Depreciation
Requirements of Sec. 271(C) of the Signaling
Telecommunications Act of 1996 OS/DA
Reciprocal Compensation
Application 01-02-024 TELRIC Labor Rates
Joint Application of AT&T
Communications of California, Inc.
(U 5002 C) and WorldCom, Inc. for the
Commission to
California Rgexamine the Recurring Costs and
Prices of Unbundled
Switching in Its First Annual Review of
Unbundled Network
Element Costs Pursuant to Ordering
Paragraph 11 of D.99-11-
050.
Rulemaking 93-04-003 TELRIC Labor Rates
Rulemaking on the Commission’s Own
Motion to Govern Open Access to
California Bottleneck Services and Establish a

Framework for Network Architecture
Development of Dominant Carrier
Networks.

Federal (FCC)

CC Docket No. 00-217

TELRIC Pricing

In the Matter of Joint Application by SBC UNE Rates

Communications Inc., Southwestern
Bell Telephone Company, and
Southwestern Bell Communications
Services, Inc. d/b/a Southwestern Bell
Long Distance for Provision of In-
Region, InterLATA Services in Kansas
and Oklahoma
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PROCEEDING NUMBER

TOPICS ADDRESSED

Rl AND STYLE IN TESTIMONY
ICC DOCKET 02-0864 TELRIC Labor Rates
lllinois Bell Telephone Company

lllinois Filing to Increase Unbundled Loop And
Nonrecurring Rates (Tariffs filed
December 24, 2002)

CAUSE NO. 42393 TELRIC Labor Rates
In The Matter Of The Commission

Investigation And Generic Proceeding

Of Rates And Unbundled Network

Indiana Elements And Collocation For Indiana
Bell Telephone Company, Incorporated
D/B/A SBC Indiana Pursuant To The
Telecommunications Act Of 1996 And
Related Indiana Statutes
Docket 190,492-U Effective Competition
Phase | Entry Barriers
General Investigation into Competition Economic Principles
within the Telecommunications Industry  Consumer Welfare

Kansas in the State of Kansas Resale

Subsidies

Benefits of Competition

Service Classification

Basic Network Functions (UNE)
Docket 190,492-U UNE Prices
Phase Il Hatfield Model

Kansas General Investigation into Competition
within the Telecommunications Industry
in the State of Kansas

Docket No. 95-SWBT-142-TAR Access Charges

SWBT Filing LDMTS Tariff to Introduce  Discriminatory Pricing
Kansas .

Lower Community of Interest Standards

to Qualify for OCCS

Docket 97-AT&T-290-ARB Telecom Act of 1996

In the Matter of the Petition by AT&T Unbundling

Communications of the Southwest, Inc., Resale

for Compulsory Arbitration of Customer Migration

Kansas Unresolved Issues with Southwestern Termination of Local Calls
Bell Telephone Company pursuant to TELRIC
252(b) of the Telecommunications Act Non-recurring charges
of 1996. Hatfield Model
Docket 97-SWBT-411-GIT TELRIC
In the Matter of Southwestern Bell Loop Studies
Telephone Company — Kansas' Switching Studies
Compliance With Section 271 of the Cross Connect Studies
Federal Telecommunications Act of Transport Studies

Kansas 1996 Non-recurring rates

Cost Factors

Depreciation Rates

Signaling Studies

Reciprocal Compensation Rates
Policy
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Kansas

Docket 97-SCCC-149-GIT

In the Matter of the Joint Application of
Sprint Communications Company, L.P.,
United Telephone Company of Kansas,
United Telephone Company of Eastern
Kansas, United Telephone Company of
South Central Kansas, and United
Telephone Company of Southeastern
Kansas for the Commission to Open a
Generic Proceeding on Southwestern
Bell Telephone Company’s Rates for
Interconnection, Unbundled Elements,
Transport and Termination, and Resale

Telecom Policy

TELRIC

Non-recurring Prices

Economic Principles

Forward Looking OSS

Monopoly Revenue Replacement

Kansas

Docket 98-SWBT-380-MIS In the
Matter of Southwestern Bell Telephone
Company’s Application for Price Cap
Regulation Pursuant to KSA 66-1, 190 &
KSA 66-2005(b)

Price Deregulation
Market Power
Anti-competitive marketing

Kansas

Docket 98-GIMT-712-GIT

In the Matter of a General Investigation
into IntraLATA Toll Dialing Parity Cost
Recovery, PIC Change Charge and
Other Issues

Intrastate Access Charges
Carrier of Last Resort
Internet Access

Kansas

Docket 99-GIMT-784-GIT

In the Matter of a General Investigation
into Issues Relating to Local
Competition in The State of Kansas

Universal Service

Competition Economics
Intrastate Access Charges
Competitively Neutral Subsidies

Kansas

Docket 96-LEGT-670-LEG

In the Matter of Implementation of the
State Telecommunications Act of 1996
(H.B. 2728) And the Federal
Telecommunications Act of 1996
Regarding Telecommunications Public
Utilities

Intrastate Access Charges

Kansas

Docket 00-UTDT-455-GIT

In the Matter of the Investigation into the
Cost to Provide Local Service of the
United Telephone Companies of
Kansas d/b/a Sprint, as Required by
K.S.A. 1998 Supp. 66-2008(d)

Intrastate Access Rates

Kansas

Docket 01-GIMT-032-GIT

In the Matter of a General Investigation
to Determine Conditions, Terms and
Rates for Digital Subscriber Line
Unbundled Network Elements, Loop
Conditioning, and Line Sharing

Line Splitting
Economic Discrimination

Kansas

Docket 99-GIMT-326-GIT

In the Matter of an Investigation into the
Kansas Universal Service Fund (KUSF)
mechanism for the purpose of Modifying
the KUSF and Establishing a Cost-
Based Fund.

Universal Service
Access Charges
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Kansas

Docket 01-GIMT-082-GIT

In the Matter of the General
Investigation into the Reformation of
Intrastate Access Charges

Access Charges
Economic Cost
Competition

Cost Based Rates

Maryland

Case No. 8988

In the Matter of the Approval of a Batch
Hot Cut Migration Process for Verizon
Maryland Inc. Pursuant to the Federal
Communication Commission's Triennial

Review Order

TELRIC Labor Rates

Massachusetts

D.T.E. 03-60

Proceeding by the Department on its
own Motion to Implement the
Requirements of the Federal
Communications Commission’s
Triennial Review Order Regarding

Switching for Mass Market Customers

TELRIC Labor Rates

Michigan

In The Matter, On The Commission's
Own Motion, To Review The Cost Of

Telecommunication Services Provided

By SBC Michigan

TELRIC Labor Rates

Missouri

Case No. TO-93-116
SWABT Petition to Classify Certain

Services as Transitionally Competitive

and Competitive

Case No. TO-93-192

Proposals to Establish an Alternate
Regulation Plan for SWBT
(Consolidated with TO-93-116)

Local Market Competition

Missouri

Case No. TC-93-224
Staff Complaint Regarding Current
Rates and Charges of SWBT

Local Exchange Pricing

Missouri

Case No. TC-94-86
Office of Public Counsel vs. AT&T

Regarding Continuing the Transitionally

Competitive Status of Measured Toll

Service (MTS) Offered by AT&T for Two

More Years

Competition

Missouri

Case No. TC-97-40

In the Matter of AT&T Communications

of the Southwest, Inc.’s Petition for

Arbitration Pursuant to Section 252(b) of
the Telecommunications Act Of 1996 to
Establish An Interconnection Agreement

with Southwestern Bell Telephone
Company

TELRIC Pricing
Hatfield Model
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Missouri

Case No. TC-97-63

In the Matter of AT&T Communications
of the Southwest, Inc.’s Petition for
Arbitration Pursuant to Section 252(b) of
the Telecommunications Act of 1996 to
Establish an Interconnection Agreement
with GTE Midwest Incorporated

TELRIC Pricing
Hatfield Model

Missouri

Case No. TO-98-115

In the Matter of AT&T Communications
of the Southwest, Inc.’s Petition for
Second Compulsory Arbitration
Pursuant to Section 252(b) of the
Telecommunications Act of 1996 to
Establish an Interconnection Agreement
with Southwestern Bell Telephone
Company

TELRIC Pricing
Non-recurring rates

Missouri

Case No. TO-99-227

In the Matter of the Application of
Southwestern Bell Telephone Company
to Provide Notice of Intent to File an
Application for Authorization to Provide
In-region InterLATA Services
Originating in Missouri Pursuant to
Section 271 of the Telecommunications
Act of 1996

Telecom Act of 1996
TELRIC Pricing

UNE Prices
Embedded Costs
NRCs

Resale Restrictions
Competitive Checklist

New Jersey

Docket No. TO03009705

In The Matter Of The Implementation Of
The Federal Communications
Commission’s Triennial Review
Decision

TELRIC Labor Rates

New York

Case No. 02-C-1425

Proceeding On Motion of the
Commission to Examine the Process,
and Related Costs of Performing Loop
Migrations on a More Streamlined (e.g.,
Bulk) Basis.

TELRIC Labor Rates

Ohio

Case No. 04-34-TP-COl

In the Matter of the Implementation of
the Federal Communications
Commission’s Triennial Review
Regarding Local Circuit Switching in
SBC Ohio’s Mass Market

TELRIC Labor Rates

Oklahoma

Cause No. 000662

Application of Howard W. Motley, Jr., for
an Inquiry into the Rates and Charges
of SWBT

Cause No. 000837

Application of SWBT for Approval of
Telestate/21, a Proposal for Rate
Stability, Network Modernization, and
Price Regulation (Consolidated with
Oklahoma Cause 000662)

Intrastate Access Charges
IntraLATA Compensation
Regulation of Monopoly Services
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Cause No. 0001159 Benefits of Competition
Inquiry of Oklahoma Corporation Effective Competition
Oklahoma Commission Concerning the Provision
and Regulation of Competitive
IntraLATA Telecommunication Services
Cause No. 940000486 Benefits of Competition
Application of Metropolitan Fiber
Systems of Oklahoma, Inc. for a
Oklahoma Certificate of Convenience and
Necessity to Provide Intrastate,
Interexchange Private Line
Telecommunications Service.
Cause No. 960000218 TELRIC Pricing
Application of AT&T Communications of Hatfield Model
the Southwest, Inc., for Compulsory
Oklahoma Arbitration of Unresolved Issues with
Southwestern Bell Telephone Company
Pursuant to Section 252(b) of the
Telecommunications Act of 1996
Cause No. 960000242 TELRIC Pricing
Application of AT&T Communications of Hatfield Model
the Southwest, Inc. for Compulsory
Oklahoma Arbitration of Unresolved Issues with
GTE Southwest Incorporated Pursuant
to Section 252(b) of the
Telecommunications Act
Cause No. 970000213 TELRIC
Application of Cox Oklahoma Telecom,  UNE Prices
Inc., For a Determination of the Costs Interconnection Prices
Oklahoma of, and Permanent Rates for the LRIC
Unbundled Network Elements of Non-recurring charges
Southwestern Bell Telephone Company  UNE Combinations
Effective Competition
Cause No. 970000442 TELRIC
In the Matter of the Joint Application of UNE Prices
Southwestern Bell Telephone Company  Interconnection Prices
Oklahoma and AT&T Communications of the LRIC

Southwest, Inc. for a Determination of
Costs and Permanent Rates For Certain
Southwestern Bell Telephone Company
Services

Non-recurring charges
UNE Combinations
Effective Competition
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Cause No. PUD 970000560 TELRIC
Application of the Attorney General of Loop Studies
the State of Oklahoma, AT&T Switching Studies
Communications of the Southwest, Inc., Cross Connect Studies
Brooks Fiber Communications of Transport Studies
Oklahoma, Brooks Fiber of Tulsa, Inc., Non-recurring rates
Oklahoma Cox Oklahoma Telecom, Inc., MCI Cost Factors
Telecommunications Corporation, and Depreciation Rates
Sprint Communications, L.P. To Explore Signaling Studies
Southwestern Bell Telephone Reciprocal Compensation Rates
Company’'s Compliance with Section Policy
271(c) of the Telecommunications Act
of 1996.
Cause No. 980000459 Effective Competition
Application of Sprint Communications Economics of Competitive Markets
Company, L.P., AT&T Communications
of the Southwest, Inc. and MCI
Oklahoma Telecommunications Corporation to
Determine IXC Interexchange Services
Are Subject to Effective Competition
and for Modification of OAC 165:55-5-
10()
Docket No. 8672 Price Discrimination
Texas Application of SWBT to Revise 3M PBX vs Centrex
Plexar Tariff
Docket No. 9251 Price Discrimination
Application of GTE to Revise Section 47 PBX vs Centrex
Texas of General Exchange Tariff to Establish
Specific Rates for Centranet Service
Involving 101-400 Lines
Docket No. 12784 Intrastate Access
SWABT Filing to Restructure Local
Texas Transport and Directory Transport
Categories in Switched Access Services
Tariff (Consolidated with Texas Docket
Nos. 12865 & 12866)
Project No. 9075 Total Service Long Run Incremental Costing
Texas SWB Cost Allocation Rule Approved 8-  (TELRIC)
18-93 with Effective Date of 9-10-93 Basic Network Functions (UNE)
Docket No. 13282 Local Competition
Application of MFSI-TX Intelenet of
Texas, Inc. For A Certificate of
Convenience and Necessity To Operate
Texas As A Local Exchange Company In The

Areas Served By Southwestern Bell
Telephone Company And GTE
Southwest, Inc. In Harris, Dallas, Collin,
Tarrant, Bexar, Travis, and El Paso
Counties
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Texas

Docket No. 16226

Petition of AT&T Communications of the
Southwest, Inc. For Compulsory
Arbitration to Establish An
Interconnection Agreement Between
AT&T and Southwestern Bell Telephone
Company

Hatfield Model

Texas

Docket No. 16300

Application of AT&T Communications of
the Southwest, Inc. For Compulsory
Arbitration to Establish An
Interconnection Agreement Between
AT&T and GTE Southwest Incorporated
and Contel of Texas, Inc.

Hatfield Model

Texas

SOAH Docket No. 473-96-1803 PUC
Docket No. 16495

Application of GTE Card Services, Inc.
For a Certificate of Operating Authority

Anti-competitive behavior
Safeguards Against Monopoly Abuse

Texas

Docket No. 18515

Compliance Proceeding For
Implementation of the Texas High Cost
Universal Service Plan

Universal Service
Competition

Texas

Project No. 16251

Investigation of Southwestern Bell
Telephone Company’s Entry Into the
InterLATA Telecommunications Market

Costing and Pricing of UNEs
Competition
Barriers to Entry

Texas

Docket 25834
Proceeding on Cost Issues Severed
From P.U.C. Docket No. 24542

TELRIC, Labor Rates, Affiliate Transactions,
Non-recurring rates for Input/Output Port,
UNE rates for Alternate Billed Services.

Texas

Docket No. 28600

Arbitration Of Phase | Costing Issues
For Successor Interconnection
Agreements To The Texas 271
Agreement

TELRIC, Labor Rates, Non-recurring rates for
Input/Output Port
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