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Please state your name.

Gordon J. Kraut, Jr.

Have you reviewed the Direct Testimony of Staff witnesses Jeffery H. Hoagg (ICC
Staff Exhibit 1.0) and Robert F. Koch (ICC Staff Exhibit 3.0) as well as the
testimony of Michael A. McDermott of Verizon Wireless (Verizon Wireless Exhibit
1), which has been filed in this proceeding?

Yes, | have.

Please state the purpose of your testimony.

| will respond to certain portions of the Staff’s testimony and the Verizon Wireless
testimony in this Rebuttal Testimony. It is clear that both Oneida and the Staff agree that
a suspension of the wireline to wireless local number portability (LNP) requirements of
the Federal Communications Commission should be granted pursuant to Sec. 251(f)(2) of
the 1996 Telecommunications Act. We agree with Mr. Hoagg's testimony that a
suspension is necessary to avoid imposing a significant adverse economic impact on
Oneida' s customers pursuant to Section 251(f)(2)(A)(i) of the Act. Oneida also agrees
with Mr. Hoagg's conclusion that the granting of an additional suspensionis consistent
with the public interest, convenience and necessity of the Act. Those conclusions and
Mr. Hoagg's analysis underlying those conclusions are consistent with my Direct
Testimony and the very reason that Oneida is seeking a further suspension of the
obligation to provide wireline-to-wireless local number portability in this proceeding.
The Company disagrees with some of the cost estimates by Staff witness Koch and with

Verizon Wireless' s interpretation of the law.
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What issues will you be addressing in your Rebuttal Testimony?

| will be discussing the testimony of each of the Staff witnhesses. However, the primary
focus of my Rebuttal Testimony isto respond to the proposed changes that Mr. Koch has
addressed in his testimony to the incremental costs per access line to Oneida if Oneidais
required to provide wireline-to-wireless number portability as was estimated and
addressed in my Direct Testimony and Attachments. | will address issues raised in Mr.
Koch's testimony with regard to transport and transiting costs. | will address Mr.
Hoagg's testimony with regard to the reasons why a further suspension should be granted
by the Commission to Oneida and the length of that suspension. Finaly, | will be
addressing, to the limited extent necessary, the testimony submitted by Mr. McDermott.
With regard to Mr. Koch’s testimony, did you in your Direct Testimony and
Attachments present an analysis of Oneida’s best estimates as to what incremental
costs might be incurred by Oneida in connection with any required provison of
wireline-to-wireless local number portability?

Yes, | did. As | indicated in my Direct Testimony, we attempted to quantify the
incremental costs of providing wireline-to-wireless local number portability and to
estimate the amount of the per access line surcharge and/or rate increase that would be
required to recover those costs from Oneida’s customers in connection with Oneida's
request for a further suspension and the statutory criteria that a suspension is necessary to
avoid a significant adverse economic impact on users of telecommunications services
generdly. | made very clear in my Direct Testimony that we were not asking the
Commission in this proceeding to either make a determination concerning what an

appropriate surcharge on our access lines would be or to impose any such surcharge. In
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fact, under the FCC's Rules, the Company would be filing a tariff with the FCC rather
than this Commission to establish such a surcharge.
Does Mr. Koch agree that local number portability costs are recovered via tariffs
filed by local exchange carriers, such as Oneida, with the FCC pursuant to the
FCC’sRulesand Orders?
Yes, | believe he does. At lines 133 through 137 on pages 6 and 7 of his testimony, he
dtates as follows:

“It is my understanding that the Commission has had no role in

determining the appropriate rates for LNP cost recovery to date.

To my knowledge, all cost recovery for LNP associated costs is

obtained via incumbent local exchange carrier tariffs filed with the

FCC pursuant to that agency’s rules and orders.”
| will comment on this further subsequently in my testimony.
Does Mr. Koch acknowledge in his testimony that certain cost recovery issues
related to wiredine-to-wireless local number portability have not, as yet, been
addressed or resolved by the FCC?
Yes, he does. In severd different sections of his testimony, Mr. Koch discusses the fact
that the FCC has not resolved cost recovery issues or transport and transiting. As is
shown in both my Schedules and Mr. Koch’s Schedules, those costs are significant.
DoesMr. Koch generally agree with the format of the cost development put forth in
your testimony?

He indicates that he does and testifies that our analysis “ appears to be consistent with the

format for LNP end-user chargesin NECA Tariff FCC No. 5.”
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Mr. Koch then goes on to discuss certain of the incremental costs you have included,
and quantifies the effect of his recommendation on the potential costs or end-user
charges per accessline. What isyour response to these changesin costs?

| would observe at the outset that | recognize that Mr. Koch is simply doing his job as a
member of the Staff and is entitled to his opinion concerning the estimates of the
incremental costs that | have presented for Oneida. Since | believe certain of his
concerns and adjustments are without merit, | am going to respond to those issues in my
testimony. However, before doing so, | would make the following observations. First,
the changes that Mr. Koch recommends have the effect of reducing potential incremental
costs that would have to be recovered from each of Onelda's access lines from $8.37 per
month to $4.69 per month. Since the Staff’s recommendation contained in Mr. Hoagg's
testimony, to grant a further suspension for the reasons contained therein, was based upon
Mr. Koch’'s best estimated cost or surcharge of $4.69, the differences of opinion that Mr.
Koch and | have could, at this juncture, be deemed to be academic. Secondly, it is my
opinion that our cost estimates are not only reasonable, they are conservatively made and
probably underestimate our true costs. For example, we later realized that we did not
include a cost for testing equipment that may be needed for LNP and we did not include
the cost of salaries of employees while undergoing LNP training. There are probably still
some costs we have not been able to identify and won’t be able to do so until we actually

undertake the process of LNP conversion.
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What is your response to Mr. Koch’s suggestion that the regulatory and legal costs
associated with the LNP issue should not beincluded in an end user LNP char ge?

Mr. Koch acknowledges and does not oppose the recovery of regulatory and legal costs
associated with LNP, but believes that they are “discretionary” and should not be part of
an end user surcharge because they are not directly related LNP costs. Mr. Koch does not
reveal what source of recovery he would use for regulatory/ legal costs associated with
LNPand | disagree with his conclusion that such costs are “discretionary.” In my Direct
Testimony, | indicated that the Company had just estimated an initial or start-up legal and
regulatory costs in the amount of $20,000. While the amount is an estimate, | believe it is

areasonable one.

In today’ s business environment, | cannot agree with Mr. Koch that obtaining necessary
legal advice and performing necessary regulatory work is “discretionary” in the sense that
it is not necessary. Obtaining the necessary legal assistance and doing work to comply
with regulatory requirements is both a necessary and prudent expense to be incurred by
Oneida for the protection of the company itself and its customers. Incremental legal and
regulatory expenses will need to be incurred if the Company is required at some point to
provide wirdline-to-wireless local number portability. Agreements will need to be
entered into with each of the wireless carriers seeking to port numbers and legal advice,
and review of any proposed agreements will be necessary to protect the Company’s
interests. The Company is aso concerned about liability issues with other carriers and
will need to seek legal advice in that regard if it is required to provide wireline-to-
wireless local number portability. It islikely that the Company will need legal counsel to

review and advise the Company concerning any agreements or notices that would need to
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be provided to 91-1 systems. Agreements with vendors to do necessary work to
implement wireline-to-wireless LNP may also need to be reviewed by legal counsel. On
both the regulatory and legal sides, incremental start-up costs will be incurred with regard
to any LNP tariff filed with the FCC for LNP surcharges. These costs are directly related
to the implementation of local number portability and should be recovered under FCC

Rules viathe end-user surcharge for local number portability.

Mr. Koch goes on in his response to indicate that he does “not oppose the recovery of
such costs,” but does not “believe these are costs that should be recovered directly from
end users via an LNP surcharge.” Since the Company would have no other means to
recover the costs other than increasing rates to the customers, it would seem to me to
make little difference from the customer’s point of view whether the charges are
recovered through an LNP surcharge or an increase in their basic rates. The economic
impact on the customers would be the same.

Mr. Koch suggested that Oneida’s cost for employee technical training should be
reduced by one half ($8,965) and he states that he cannot attest to whether all the
reported training isnecessary. Please comment.

On this point | vigoroudly disagree with Mr. Koch. As | stated in my Direct Testimony,
the cost that was included for training technical personnel was the cost of classes together
with associated travel and lodging costs for the courses that Nortel is recommending. In
Attachment 3 to my Direct Testimony, | provided the documents describing the
recommended training of technical personnel with regard to LNP capability on the Nortel
DMS-10 central office switch. It should be noted that the completion of certain of these

courses are prerequisites to participate in others.
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Oneidais untrained in LNP matters and therefore it has to rely on the recommendations
of the switch manufacturer’s representations on the proper course of training. Mr. Koch
opines that it would be “imprudent” to send more than one technical employee to receive
LNP training. With all due respect, that approach is unrealistic and short sighted. Oneida
isasmall company that attempts to cross train its employees on multiple tasks. If only
one individua has LNP training, his absence, whether through death, disability, illness,
vacation, or a new job, would leave Oneida without the ability to handle LNP switch

issues and would leave the company vulnerable to criticism and embarrassment.
Certainly the company will not want to be in a position to inform the customer that it
could not accomplish the request because the sole person trained on LNP switch
conversions was unavailable for several days due to vacation or illness, etc. It is prudent
to train, at a minimum, 2 individuals on LNP switch matters and the cost of 2 people
should be included in the projected LNP surcharge.

Mr. Koch disagrees regarding the extent of customer education costs. Please
comment.

Mr. Koch testified that one direct mailing to customersis al that is necessary and that 2
mailings per year for five years should be eliminated. Neither this Commission nor the
FCC has established any guidelines for customer LNP education. It is the Company’s
belief that it needs to provide ongoing educational materials to customers associated with
any introduction of wireline-to-wireless local number portability. It has been Oneida's
management’s experience that the Company needs to provide information concerning

such things as new services to its customers multiple times to make sure the information

reaches everyone and is absorbed by all of Oneida’s customers. Customer education is
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an ongoing process, and | believe the Company is in the best position to judge what is
needed in this regard.

Mr. Koch expressed two “concerns’ concerning the data pertaining to transport
and transit costs. Please comment.

Yes, Mr. Koch indicated that it was unclear to him whether or not the minutes for some
local calls were counted twice, once as an originating minute, and once as a terminating
minute. As | explained in my Direct Testimony, Oneida does not have current detailed
internal data concerning minutes of use for local calls made by Oneida’s customers. Asl|
indicated, | used the data that Verizon presented in Docket Nos. 00-0233 and 00-0335.
That information was that Verizon customers made, or originated, 100 calls per month
with an average holding time of four minutes per call. Therefore, the cost estimate was
based only on originating minutes of use and there was not or could not be any double
counting. In the LNP environment, the porting customers will have both originating and
terminating local minutes of use that move with their ported service. Because a customer
makes and receives calls, one needs to look at the impact on incremental network usage
for both situations in an LNP environment. Calls originated by a ported customer
become terminating minutes over the common trunks from the tandem provider and calls
terminated to a ported customer become originating minutes over the that same trunk
group. Since the company did not include any terminating minutes in the transport cost
calculation, we have very likely understated the cost. Secondly, Mr. Koch indicated that
it was unclear to him how extended area service (“EAS’) calls were treated in the
calculation. The Verizon USF docket testimony does reference that the local originating

usage calculation includes the customer’ s home exchange and extended areas. Therefore,
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there may be some component of the originating usage that is attributable to EAS calling.
However, | would again note that the company did not calculate any terminating minutes
of use in it's transport and transit cost calculation and therefore, the cost estimate may
well be understated.

Mr. Koch describes two cost scenarios. You have commented on the costs Mr. Koch
removed in scenario 2. What isthe significance of scenario 2?

Mr. Koch explains that scenario 1 removed certain legal and regulatory costs and costs
for employee and customer education. He prepared scenario 2, which removed the
aforementioned costs, as well as the transport and transit costs for informational
purposes. Neither scenario was presented as an appropriate end-user charge if the
Company were to provide LNP. Mr. Koch opined that until the FCC resolves the
uncertainty with respect to the cost recovery issue of transport and transit costs, he
believes it is appropriate to assume that the LEC will incur the transport and transiting
costs and that scenario 1 is the most appropriate cost estimate to consider. Furthermore,
the Staff's recommendation contained in Mr. Hoagg's testimony to grant a further
suspension was based upon Mr. Koch's scenario 1, and Mr. Hoagg termed scenario 1 as
the “best” cost estimate; however, even considering scenario 2 which does not include the
costs of transport and transit, the cost of providing LNP is several times larger than
SBC's surcharge and, at this point, would impose a significant adverse economic impact
on the Company’ s customers, especially given the lack of demand for the service.

What are your conclusionsregarding Mr. Koch'’stestimony?

Mr. Koch has modified the Oneida's cost analysis to a figure of $4.69 per subscriber per

month as reflected on Staff Schedule 3.1. Oneida has estimated a cost of $8.37 per

10
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month per line for LNP. While | do not believe that Mr. Koch’s conclusions adequately
capture all of the costs properly associated with LNP, his estimate of $4.69 under
scenario 1 still lends credence to the need for a longer suspension as outlined by Mr.
Hoagg in his testimony. Scenario 2 does not appear to be meaningful in light of the
ultimate recommendations contained in Mr. Hoagg's testimony that relied on scenario 1
with regard to Oneida receiving a further suspension of any obligation it may have to
provide wireline-to-wireless number portability.

Mr. Jeffrey Hoagg testified for the Staff regarding certain LNP policy
considerations. What isyour response?

Mr. Hoagg found that Oneida met the statutory criteria for an LNP suspension. He
recommends that Oneida receive an LNP suspension for approximately 2 years
essentially for these reasons: (1) that the responsibility for the costs of the transport and
transit of ported numbers is unknown at this time and that $4.69 charge per month to
Oneida' s subscribers would pose a significant adverse economic impact on users of
telecommunications; (2) there is no perceptible public demand for LNP as of yet; and (3)
under these circumstances the public convenience, interest, and necessity would be
served by a 2-year suspension. Mr. Hoagg has presented a thoughtful analysis by
recognizing that a determination of whether the granting of a suspension meets the
statutory criteria requires an examination not only of the costs involved but aso the
demand for wireline-to-wireless local number portability. In my Direct Testimony, |
indicated Oneida’s belief that there was relatively little demand for wireline-to-wireless
local number portability in the rural areas that Oneida serves. The “take rates’ of

Verizon and SBC, as cited by Mr. Hoagg at pages 11 and 12 of his testimony, indicate

11
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that the demand for wireline-to-wireless local number portability is extremely low; i.e.,
approximately 0.02%, even in the more urban areas served by those companies. As
suggested by Mr. Hoagg at page 14 of his testimony, the granting of a further suspension
will alow for more reliable information to become available concerning any demand for
the service that may exist generally and with regard to the rura areas, such as those
served by Oneida. Mr. Hoagg, a pages 14 and 15, aso correctly suggest that the
granting of a further suspension will allow for issues to be resolved concerning cost
recovery and a greater certainty about the costs involved. Oneida also specifically agrees
with Mr. Hoagg's testimony, appearing at lines 323-336 on page 15.

Mr. Hoagg's testimony also acknowledges the unresolved issues that exist concerning
significant cost recovery items and the unique impact of those issues on small companies,
such as Oneida, where wireless carriers do not have a point of presence or numbering
resources resulting in the requirement that calls to ported numbers be transported outside
of the Company’s serving territory. Mr. Hoagg also recognizes the present unknowns
associated with any requirement that small companies, such as Oneida, provide wireline-
to-wireless local number portability because of the appeals of the FCC’s Orders related to
wireline-to-wireless local number portability pending in the Federal Court of Appeals for
the District of Columbia (Staff Exhibit 1.0 at page 18.)

[Proprietary Question and Answer Redacted]

12
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At pages 19 and 20 of Mr. Hoagg's testimony, he discussed his recommendation for
atemporary suspension. Please comment and respond.

At lines 443 and 444, Mr. Hoagg recommends that the length of the additional suspension
would be for atime period of no greater than 30 months. He goes on to observe at lines
448-453 that a suspension of approximately two years should be sufficient for obtaining
the additional vital information that is discussed and sufficient time for the resolution of
other relevant issues, including court cases and FCC proceedings concerning transport
obligations and rating arrangements. He goes on at page 20 to indicate his belief that a

suspension for less than two years would likely not be sufficient to accomplish the

13
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objectives he has outlined and that a suspension should not be granted for longer than that

for legitimate purposes.

Finally, he correctly observes that temporary suspensions were granted by the
Commission in Docket Nos. 03-0726, 03-0730, 03-0731, 03-0732 and 03-0733 and were

for 30 months from May 24, 2004 to November 24, 2006.

In the Petition filed by Oneida in this docket, and in my Direct Testimony, the Company
has sought a further temporary suspension from the obligations it may have to provide
wireline-to-wireless number portability for 30 months from May 24, 2004 to November
24, 2006. Since the filing of the Retition and the submission of Direct Testimony, an
Interim Order has been entered granting a temporary suspension until a final Order is
entered in this docket, which is likely to occur in late August, 2004. Since the
suspensions granted in the first five dockets as noted above end on November 24, 2006,
Oneida believes it is appropriate that its requested suspension (through November 24,
2006) be the same as what the Commission has granted the other companies. While that
is now somewhat less than 30 months and somewhat more than two years, such a
suspension would appear to be consistent with Mr. Hoagg's recommendation and the
Commission’s actions with regard to similar requests.

Was Oneida dilatory in seeking a suspension of the wireline-to-wireless number
portability requirements from this Commission as alleged by Mr. McDer mott?

No. No wireless carrier has had or now has a point of presence or numbering resources
within Oneida’'s serving area.  While the FCC previoudy directed “service provider”
number portability, the so-called “geographic” or “location” number portability had not

been directed. Prior to the FCC's November 10, 2003 Order, Oneida, as well as other

14
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companies in lllinois and throughout the nation, reasonably thought that in the
circumstance where wireless carrier did not have a point of presence or numbering
resources within the Company’s area that any such request for porting would constitute

“location” portability that was not required.

As members of the Staff and the Administrative Law Judge are aware, al of the
companies who have filed Petitions in this round of dockets followed the requests for a
suspension in the first five dockets involving companiesin a Top 100 MSA prior to filing
their own separate Petition for suspension. After the hearings in those five dockets in
February, 2004, which resulted in each of those five companies and the Staff jointly
recommending to the Commission the granting of further suspensions to November 24,
2006, Oneida promptly filed its Petition in this docket seeking similar relief.

At pages 14 and 15, Mr. McDermott claims that Oneida and the other Petitioners
needed to submit evidence “that the application of the wireline-to-wireless local

number portability obligations would be likely to cause tndue economic burdens
beyond the economic burden typically associated with efficient competitive entry.”

Ishecorrect?

No. The criteria that you reference, if at al applicable, pertains to the requirements of
Section 251(f)(2)(A)(ii). The Company las submitted evidence that the suspension is
necessary to avoid a significant adverse economic impact on users of telecommunications
services generally; and Mr. Hoagg has specifically recommended a suspension based

upon the criteria contained in Section 251(f)(2)(A)(i), not Section 251(f)(2)(A)(ii).
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I's the question and answer contained in Mr. McDermott’s testimony, beginning at
line 339 on page 20 and ending on line 355 on page 21, relevant to those used in this
docket?

No, for several reasons. | would note first that the question and answer deals with the
issue of whether a suspension is “necessary to avoid imposing a requirement that is
unduly economically burdensome.” As indicated above, the Company’s evidence and
Mr. Hoagg's recommendation to gant a further suspension is based upon the statutory
criteria that it is necessary to avoid a significant adverse economic impact on users of
telecommunications services generally and not based upon the requirement that it is
necessary to avoid imposing arequirement that is unduly economically burdensome on

the company.

Second, 83 IIl. Adm. Code 733 deals with this Commission’s implementation of the
Advanced Services requirement contained in Section 13-517 of The Illinois Public
Utilities Act and has nothing to do with the suspension of Section 251(b) local number
portability requirements contained in the Federal Act. Evenif 83 1ll. Adm. Code 733 was
relevant (which it is not), the waiver standards related to a request based upon the
necessity to avoid a significant adverse economic impact on users of telecommunications
services generadly are set forth in Section 733.105(a) rather than (b) cited by Mr.

McDermott.
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Do you have any further comments with regard to Mr. McDermott’s testimony and
Verizon Wireless position that Oneida, at this point in time, should be required to
provide wireline-to-wireless local number portability resulting in Oneda’s
subscribers being required to pay the costs associated therewith despite the
significant adver se economic impact on Oneida’s subscribers?
Verizon Wireless' position is totally unsupported by factual testimony submitted in this
case and is contrary to the testimony and evidence that | have submitted, on behalf of
Oneida, and Staff witness Hoagg, has submitted on behalf or the Staff. | would draw the
Administrative Law Judge's particular attention to lines 272-280 of Mr. Hoagg's
testimony where he states as follows:

“A temporary suspension is particularly appropriate in my view,

since Oneida Network subscribers choosing not to “port” their

landline telephone number to a wireless carrier (presumably

because they perceive insufficient value in doing so), will pay the

bulk of the costs associated with W-W LNP. Most, if not all, of

those Oneida Network subscribers choosing to “port” their landline

number to wireless service likely would have no further subscriber

relationship with Oneida Network. These former Oneida Network

subscribers thus would not contribute toward the costs of W-W

LNP (recovered by Oneida Network on a per-access line basis).
Verizon Wireless is asking that al of Oneida's customers who choose not to port their
landline telephone be required to pay the costs of provisioning those services while any
customers who chose to port their numbers would not contribute toward the recovery of
those costs.

Doesthat conclude your rebuttal testimony?

Yesit does.
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