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Introduction

Please state your name and position.

My name is Qin Liu and I am a policy analyst in the Telecommunication Division
of the Illinois Commerce Commission. My business address is: 527 E Capitol

Ave., Springfield, IL 62601.

Please describe the issues that you address in this testimony.
In answering this question, and throughout my testimony, I stress that I am not
providing a legal opinion. Rather, I am identifying the basic policy and factual
questions that appear relevant in evaluating Verizon’s petition for a complete
waiver of the requirements of Section 13-517 of the Illinois Public Utilities Act
(“PUA”). Staff plans to provide its legal analysis in its briefs.

I analyze the advanced services that the Verizon North Inc. and Veizon
South Inc. (collectively, “Verizon™) offers to its different customer groups, and
how to assess whether the company meets the conditions under which the
Commission may grant a Section 13-517 waiver. [ also address the appropriate
interpretations of various terms in Section 13-517, including ‘offer’, ‘provide’,
‘customers’, ‘unduly economically burdensome’, ‘adverse economic impact’, and
‘impractical to implement’. Finally I present my overall recommendations.

Please summarize your findings regarding Verizon’s request for a section 13-
517 waiver and your recommendations.
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The company has failed to demonstrate that it meets the statutory conditions for a
waiver of the requirements of Section 13-517. As shown in the following
sections of this testimony, it has failed to provide the required crucial information
for Staff to conduct an adequate analysis and for the Commission to have an
adequate record. The data provided by Verizon so far is of poor quality, and Staff
has been unable to extract the required information from what was provided by
the company. As a result, Staff has not been able to conduct an adequate
analysis. Therefore, I recommend denial of Verizon’s waiver request based on

the record evidence presented to date. 1 will reevaluate my recommendation

should Verizon provide additional necessary information.

Requirements of Section 13-517(a) of The PUA

Please describe your understanding of the requirements of Section 13-517(a)
of the PUA regarding advanced services deployment.

Section 13-517(a) of the Public Utilities Act states:
Every Incumbent Local Exchange Carrier (Telecommunication
Carrier  that offers or provides a  noncompetitive
telecommunications service) shall offer or provide advanced
services to not less than 80% of its customers by January 1, 2005."
Advanced services are defined in Section 13-517(c) of the PUA as ‘services
capable of supporting, in at least one direction, a speed in excess of 200 kilobits
per second (kbps) to the network demarcation point at the subscriber’s premises.’>

Is the 80% advanced services requirement only applicable to Incumbent
Local Exchange Carriers (ILECs)?

! Section 13-517(a) of the Public Utilities Act.
2 Section 13-517(c) of the Public Utilities Act.
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Yes. By its terms, Section 13-517(a) is only applicable to Incumbent Local
Exchange Carrier (ILEC). Thus, Competitive Local Exchange Carriers (CLECs)
are not subject to the 80% advanced service requirement.
Does every ILEC, in particular, Verizon, have to meet the 80% advanced
services requirement by January 1, 2005?
Yes, the 80% advanced services requirement is applicable to “every” ILEC.
However, Section 13-517(b) allows for a full or partial waiver of this requirement
if an ILEC demonstrates to the Commission that it meets certain conditions.
Therefore, Verizon will have to meet the 80% advanced service requirement by
January 1, 2005 unless this Commission grants it a waiver under Section 13-
517(b) of the PUA.
Does Section 13-517 of the PUA require the deployment of advanced services
to 80% of Veriozn’s customers in each of Verizon’s exchanges?
No. Section 13-517 of the PUA provides that ILECs “shall offer or provide
advanced telecommunications services to not less than 80% of its customers by
July 1, 20057, and does not mention the terms “exchange” or “serving
exchanges”. Thus, Section 13-517 does not require Verizon to meet the 80%
requirement in each of its serving exchanges. In determining whether Verizon
meets the 80% requirement, the Commission should look at the percentage of
Verizon’s aggregate customers to whom Verizon offers or provides advanced

services.
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Does Section 13-517 of the PUA require that Verizon offer advanced services
in 80% of its serving exchanges?

No. As I previously stated, Section 13-517 does not require Verizon to offer
advanced services in 80% (or any other specific percentage) of its serving
exchanges. Neither does the PUA prescribe any specific way for Verizon to meet
the 80% requirement.

Does Section 13-517 require Verizon to deploy specific types of technologies
to satisfy its Section 13-517 obligations?

No. Section 13-517 does not define “advanced services” by technology type.
Rather, it defines ‘advanced services’ by transmission speed: “services capable of
supporting, in at least one direction, a transmission speed in excess of 200 kilobits
per second (kbps) to the network demarcation point at the subscriber’s
premises.” Thus, Section 13-517 neither requires nor excludes any specific type
of technology for purposes of compliance with the advanced services
requirement. This technology neutrality provision allows carriers the flexibility
and freedom to deploy emerging new technologies for the provisioning of the

most cost-efficient advanced services.

The Waiver Requirements of Section 13-517(b)

Under what conditions may the Commission grant a Section 13-517(b)
waiver?

Section 13-517(b) of the PUA states:

3 Section 13-517(c) of the Public Utilities Act.
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The Commission is authorized to grant a full or partial waiver of
the requirements of this Section upon verified petition of any
Incumbent Local Exchange Carrier ("ILEC") which demonstrates
that full compliance with the requirements of this Section would be
unduly economically burdensome or technically infeasible or
otherwise impractical in exchanges with low population density. *
* * The Commission shall grant such petition to the extent that,
and for such duration as, the Commission determines that such
waiver:

(1) is necessary:

(A)to avoid a significant adverse economic impact on users
of telecommunications services generally;

(B)to avoid imposing a requirement that is unduly
economically burdensome;

(C)to avoid imposing a requirement that is technically
infeasible; or

(D)to avoid imposing a requirement that is otherwise
impractical to implement in exchanges with low
population density; and

(2) is consistent with the public interest, convenience, and
necessity. *

Verizon’s request for a waiver is based, at least in part, on the claim that
deploying advanced services to 80% of its customers would be “unduly
economic burdensome”. Does Section 13-517 explicitly define the phrase
“unduly economically burdensome”?

No. Section 13-517 of the PUA does not define or explain what should be

considered “unduly economically burdensome”.

Please describe an appropriate approach or standard to determine when it is
‘unduly economically burdensome’ for a carrier to deploy advanced services
to 80% of the customers?

This standard should be based on the concepts of incremental cost and

incremental revenue. Incremental costs refer to the ‘extra’ costs incurred if the
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carrier (Verizon in this proceeding) is to offer advanced services beyond its
current deployment to meet the 80% requirement of the PUA. The incremental
revenue refers to the ‘extra’ revenue that would potentially be generated from the
‘extra’ advanced services customers. The 80% requirement of Section 13-517 of
the PUA should be deemed as ‘unduly economically burdensome’ if and only if
the incremental cost is ‘significantly’ greater than the incremental revenue of
meeting the requirement.
Should the Commission establish a generic or general standard to apply to
all carriers in assessing whether compliance with the requirements of Section
13-517 would be “unduly economically burdensome”?
Although I recommend that the Commission establish the general framework
within which it will determine whether compliance is “unduly economically
burdensome” — that is, in the context of whether the incremental cost associated
with compliance are greater than the incremental revenue — I do not think it is
either advisable or possible to establish a specific test or standard to be applied in
all cases. I recommend that the Commission assess whether compliance would be
“unduly economically burdensome” on a case-by-case basis, since the particular
facts and circumstances can and will vary significantly between carriers. To
illustrate, consider the following hypothetical case. Suppose the costs of meeting
the 80% requirement for a carrier exceeded the incremental revenues by $10

million. If this company were in excellent financial health, and had, for example,

$200 million in cash or other retained earnings, the Commission likely could

* Section 13-517(b) of the Public Utilities Act.
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determine that it would not be economically burdensome to meet the requirement.
In contrast, if the company were in poor financial health, the $10 million could in
fact be economically burdensome. Other important factors in this regard could
include such things as the size of the company, the number of customers, and so
forth. Such important factors vary between carriers, and in many cases very
significantly. The Commission should preserve its ability to fully judge each case
on its merits, and to consider the many factors that may influence whether
compliance with the requirements of Section 13-517 would be “unduly
economically burdensome”.
What is Verizon’s position concerning the meaning of “unduly economically
burdensome” in meeting the requirements of Section13-517(a)?
It appears that Verizon believes that any excess of incremental costs over
incremental revenues would be unduly economically burdensome. If this is in
fact Verizon’s position, then I believe the Commission should find such a
standard to be unreasonable on its face and should reject it. In order to meet its
burden of proof to be granted a waiver, Verizon must (i) accurately and
completely identify the excess of incremental costs over incremental revenues to
comply with Section 13-517, and (ii) fully develop and explain why, in relation to
Verizon and its operations, such excess costs are “unduly economically

burdensome.” Verizon should do so in its rebuttal testimony as a requirement of

meeting its burden of proof in support of its request for a waiver.
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Verizon also appears to contend that it should receive a Section 13-517
waiver because deploying advanced services to 80% of its customers would
have “a significant adverse economic impact on users of telecommunications
services generally”. Does Section 13-517 of the PUA explicitly define or
explain the phrase “significant adverse economic impact”?
No. Section 13-517 of the PUA does not define or explain the phrase “significant
adverse economic impact”, nor does it provide any guideline on how to assess or
quantify the ‘adverse economic impact’ on users of telecommunications services.
What would be the appropriate way to assess the ‘adverse economic impact
on users of telecommunications services’?
First, Section 13-517 would not impose an ‘adverse economic impact’ on users of
telecommunications services if Verizon’s incremental cost of meeting the 80%
requirement is no greater than associated incremental revenue. Only when
incremental cost is significantly greater than incremental cost, would there be an
adverse economic impact on users generally. In this situation, the company
would recover the advanced services revenue shortfall (the extent to which
incremental costs exceed the incremental revenue) by including this amount in the
revenue requirement for other services.” One way to assess the magnitude of the
‘adverse economic impact’ under these conditions is to spread any excess of
incremental costs over incremental revenue across all of Verizon’s access lines.

If the ‘extra’ costs imposed on each access line is ‘significant’ in relation to the

level of affordability set by this Commission (which is $20.39%), then I would

> Advanced services are non-supported services and thus are not eligible for ‘universal service’ subsidy.

% Note that the level of affordability set by the Commission is based on the average of retail rates for rural
Verizon residential customers. See ICC Second Interim Order on Rehearing, lllinois Independent
Telephone Association Petition for Initiation of an Investigation of the Necessity of Universal Service
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conclude that 13-517 requirement would impose ‘adverse economic impact’ on
users of telecommunications services provisioned by Verizon.

Q. Do you assume that Verizon will have to absorb all of the cost of satisfying
the Section 13-517 requirements alone, not subsidized by external sources
(e.g., universal service fund)?

A. Yes. Section 13-517 of the PUA does not propose to establish a ‘universal
service fund’ for advanced services, nor does it outline any other forms of
external subsidy. Therefore, it is reasonable to conclude that the carriers are
expected to absorb the costs of meeting Section 13-517 requirements themselves.

Q. In considering whether a Section 13-517 waiver should be granted, should
the Commission consider a permanent waiver?

A. No. First, Section 13-517 does not provide for a permanent waiver. Section 13-
517 states that the Commission shall grant a waiver “to the extent that, and for
such duration as, the Commission determines that such waiver” is necessary to
avoid the specified conditions. There are also policy reasons why the
Commission should not consider a permanent Section 13-517 waiver.
Technology and other demographic factors change over time. What is true today
may not be true five years from now. The factors or evidence that may induce the

Commission to grant Verizon a Section 13-517 waiver today may no longer exist

several years from now. In other words, even if the company qualifies for a

Support Fund in Accordance with Section 13-301(d) of the Public Utilities Act; Illinois Commerce
Commission On its Own Motion, Investigation into the Necessity of and, of Appropriate, the Establishment
of a Universal Service Fund Pursuant to Section 13-301(d) of the Public Utilities Act, ICC Dockets 00-
0233 and 00-0335 Consolidated (March 13, 2002).
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Section 13-517 waiver today, it may not qualify for a waiver in the future.
Therefore, the Commission should not grant a permanent Section 13-517 waiver.
I recommend that the Commission consider a waiver of no more than five year if
it decides to grant one. Staff witness Hanson further provides specific evidence to
support a maximum five-year waiver in this proceeding.
Based on your analysis (in the following sections) and information provided
by the company, do you recommend that the Commission grant the company
a 13-517 waiver?
No. As demonstrated in the following sections of this testimony, the company
has not provided sufficient information to demonstrate that it meets the statutory
conditions for a waiver of the requirements of Section 13-517. And a lot of
crucial information that is needed for Staff to conduct an adequate analysis and
for the Commission to have an adequate record is not provided the company. The
data provided by Verizon so far is of poor quality, and Staff has been unable to
extract usable information from what was provided by the company. As a result,
Staff has not been able to conduct an adequate analysis. Thus, I recommend
denial of Verizon’s waiver request based on the record evidence presented to

date. I will reevaluate my recommendation if Verizon provides additional

necessary information.

Financial Analysis of Meeting Section 13-517 Obligations

Does Verizon claim that it has met its Section 13-517 obligations?

10
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Yes. Verizon claims that its existing offerings satisfy its Section 13-517

obligations.

Then on what basis is Verizon petitioning for a Section 13-517 waiver?

The waiver request has been submitted in the alternative, in case Verizon does not
prevail on its contention that it currently meets its Section 13-517 obligations. I
would note that Section 13-517 nowhere provides for Commission certification of
compliance with Section 13-517(a) as requested by Verizon. Staff will address
whether Verizon’s request in this regard is proper in its briefs. Notwithstanding
the legal propriety of Verizon’s request for a certification of compliance with
Section 13-517, the same underlying issues need to be addressed in connection
with Verizon’s waiver request. Thus, I will analyze Verizon’s contention that it
offers or provides advanced services in the context of its waiver request.

Are the company’s cost and revenue estimates based on the assumption that
only digital subscriber line (DSL) services qualify as Section 13-517 advanced
services?

Yes, the company’s petition and the financial analysis in support of its petition are
based on the assumption that only DSL services qualify as Section 13-517
services. It assumes that frame relay (FR), high capacity digital (HCD) and
asynchronous transfer mode (ATM) services, in contrast, do not qualify as

Section 13-517 advanced services.

Is this assumption correct?

11
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A. No. As demonstrated in section V, the company does not offer FR, ATM or HCD
services to its residential or small business. That is, FR, ATM and HCD are not
advanced services offered to residential or small business customers. Rather,

these services are advanced services offered to big business customers.

Therefore, the company’s financial analysis used to support its waiver request is

based on an incorrect assumption.

Q. What is the impact or consequence of this inappropriate assumption?

This flawed assumption causes the company to arrive at an incorrect current
coverage figure for its advanced service offerings. Specifically, by excluding FR,
ATM and HCD from advanced services offered to big business customers, the
company’s estimated advanced services coverage figure is lower than the true
level. As a consequence, Verizon’s estimated cost of meeting its Section 13-517
obligation is inflated and higher than the true level.

Q. In addition to this inappropriate assumption, does Verizon’s analysis of the
costs to deploy DSL services to 80% of its customers suffer from any other
significant flaws?

A. Yes. The company expects to have DSL capabilities in xx of its 413 exchanges by
yearend 2002.” The cost estimates to support Verizon’s waiver request are for
“deployment of DSL capabilities in [the remaining] xx exchanges in Illinois”.*

Thus, in seeking a waiver of the requirement under Section 13-517 to provide

7 There are 16 exchanges in which DSL is deployed as of yearend 2001 (Exhibit DBT-1). There are 4
exchanges in which DSL has been recently deployed and 17 exchanges in which DSL is planned to be
deployed by yearend 2002 (Company response to Staff Data Request QL-23).

¥ Page 14 (L287-289) of Mr. Trimble’s direct testimony.

12
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advanced services to 80% of its customers, the company assumes that it must
have DSL capabilities deployed in every one of its Xx serving exchanges.
The PUA does not prescribe any specific way for an ILEC to satisfy the
80% advanced services requirements. For example, Verizon could strive to meet
the 80% requirement by deploying DSL starting from its largest exchanges (or
wire centers) and going down the list until it expands advanced services
capabilities to 80% of its customers. In this hypothetical example, the company
would need to deploy DSL capabilities in far fewer than xx exchanges in order to
meet the 80% requirement. The resulting costs of meeting the 80% requirement
would undoubtedly be much lower than the estimate Verizon currently presents in
this proceeding. Even the company itself does not claim that its approach to meet
the 80% requirement (i.e., to expand DSL capabilities to every exchange) is the
least costly approach: ’
The assumption [deploying DSL to every exchange or wire-center]
was made at the time the calculations were performed that the
requirement was intended to provide coverage to 80% of the
customers in every CO. This is not necessarily the least costly
approach. [Illustration added]
Clearly, the company has no good justifications for its assumed DSL deployment
methodology. As a direct result of Verizon’s assumptions regarding DSL
deployment, the cost of meeting the 80% requirement is overstated. For this

reason alone, Verizon’s cost estimate of $xx million should not be used to assess

whether the company should be granted a Section 13-517 waiver

? Company response to Staff Data Request QL-25.

13
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Has Staff provided a superior estimate of these costs?

Yes. Staff witness Mark Hansen addresses these issues.

Verizon’s Advanced Service Offering

Definitions of ‘Offering’ and ‘Providing’

Does Section 13-517 contain an explicit definition of ‘offering’ or ‘providing’
advanced services to customers?

No, the PUA does not define the terms “offer” or “provide”. Neither does it
outline when or how advanced services should be deemed offered or provided to
“customers” under Section 13-517.

How do you recommend that the Commission interpret and apply the
requirement to “offer” advanced telecommunications services to customers?
A service offering or “offering” a service is associated with a market to which the
service is being marketed, and with rates at which the service is offered. Before
offering a service, a carrier must identify the market in which to offer and market
the service, and it will also have to determine the rates at which to offer the
service. Most importantly, there has to be a reasonable expectation that a
sufficient number of end-users in the market would purchase this service at these
rates to make the service offering profitable; otherwise the carrier would not offer

this service in the market.

14
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The rates for a service, like prices of any other products, are generally,

10
For

determined based on the demand and supply in the market for the service.
example, if a service is offered to big business end-users, rates for the service
would be set based on the demand and supply characteristics in the big business
end-users market. Marketing efforts would also be directed at these big business
end-users. In this example, the carrier would be deemed to “offer” the service to
big business end-users (at business market rates). However, the carrier in this
example should not be considered to “offer” the service to residential or small
business end-users (at rates set for big business end-users), as the rates for the
service are neither based on demand and supply in the residential or small
business end-users market nor set to attract these residential or small business
end-users. In addition, there is no reasonable expectation that any residential or
small business end-users would purchase this service (at the offered rates).

In short, ‘offering’ a service is market and rates specific. The rates are set
based on the demand and supply characteristics in the market, and there has to be
a reasonable expectation that a sufficient number of end-users in the market
would purchase this service at these rates.

How do you recommend that the Commission interpret the requirement to
“provide” advanced services to customers?

‘Providing’ differs from °‘offering’. ‘Providing’ a service to an end-user is

equivalent to provisioning a service to an end-user. When a carrier offers a

' The supply function of a service captures the characteristics of costs of provisioning the service in the
market; and the demand function characterizes the potential buyer’s willingness to pay for the service.

15
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service to an end-user and when the end-user accepts the service offering, then the

""" In other words, while “offering” a

carrier provides (or provisions) the service.
service refers to an offering of a sale contract, “providing” a service refers to the
execution of the offered sale contract, which only occurs after acceptance of the
offered sale contract.'” Thus, while Verizon offers Plain Old Telephone Service
(POTS) to end-users in its serving territory, it is only considered as providing
POTS service to an end-user when the POTS line connecting the end-user to the
public switched telephone network (PSTN) has dial tone, which will occur some
time after the end-user accepts Verizon’s POTS service offering. Similarly, if
Verizon is offering advanced services to 100% of its business customers, this
does not mean that Verizon is providing advanced services to 100% of its
business customers or that 100% of its business customers have signed on to
Verizon’s advanced services offerings.

Should the Commission treat residential/small business end-users and big
business end-users separately for purpose of determining what set of
advanced services Verizon offers to its end-users (and thus “customers”)?

Yes, the Commission should look at residential/small business end-users and big

business end-users separately in identifying what advanced services Verizon

"It must be noted that there may be a time interval between accepting a service offering and the actual
providing of the service due to time required for ‘service setup’. For example, after accepting a POTS
service offering, it may take a week before the end-user’s POTS line has dial tone — an indicator of service
being provided.

12 «“Sale contract” in this context is a loosely defined term and include verbal as well as written contracts.

16
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offers to its end-users and “customers” (“customers” will be defined in Section

vI)."

Please explain.
Residential and small business end-users have very different demand and
affordability characteristics compared to big business end-users. Big business
end-users generally have significantly greater willingness and ability to pay than
residential and small business end-users. Carriers generally offer big business
end-users voice telephone services with more capacity, features and capability
and at higher rates than residential and small business end-users. Similarly, the
advanced services that Verizon offers to residential/small business end-users are
different from the set of advanced services that Verizon offers to its big business
end-users. Therefore, it is important to treat residential/small business end-users
and big business end-users separately in identifying the sets of advanced services
that Verizon offers to each set of end-users.
Has Verizon provided a recommendation in its direct testimony as to when it
should be deemed to “offer” advanced services?
No. However, Verzion provides a definition of the phrase “offering advanced
services” in its response to Staff Data Request QL-1:"

‘Offering advanced services’ means that Verizon has tariff

provisions that permit interested customers to obtain the specific
services based on published terms and conditions.

14 Company response to Staff Data Request QL-1(i) & (ii).

17
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[Offering] means that VZ [Verizon] has established processes and
rates that allow it, at a customer’s request, to make the service
available. [Emphasis and illustration added]
Thus, the company explicitly acknowledges that a service offering is associated
with the rates at which the service is being offered or made available. As
discussed above, fundamental economic principles indicate that the (tariffed) rates
are determined based on demand and supply in a market where the advanced
services are being offered. It thus follows that Verizon (at least implicitly)
acknowledges that “offering” an advanced service is associated with a market
where the service is being marketed and rates at which the service is being
offered. Moreover, the company must have a reasonable expectation that a
sufficient number of end-users in the market would purchase the offered services
(at the offered rates) to make the offering viable. Otherwise the company, aiming
to maximize its profits, would not “offer” this service. Therefore, although Staff
and Verizon have different definitions of the term “offer”, Verizon’s definition is
(at least implicitly) consistent with Staff proposed definition by acknowledging
the relevance of rates.
Do you have any other comment on Verizon’s apparent position concerning
what it means to “offer” an advanced service to customers?
Yes. Verizon appears to claim that services such as ATM, FR and HCD should
be considered as “offered” to small business and residential customers simply

because they are tariffed and there are no specific restrictions excluding these

customers from purchasing these services. Verizon’s apparent position is

18
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unreasonable on its face, since if it is accepted, there would have been no need for
the General Assembly to adopt Section 13-517 and it would serve little or no
purpose. Under Verizon’s position, all (or virtually all) ILECs could claim 100%
coverage and satisfaction of Section 13-517 requirements. This would be true as
of the date of the enactment of the Act, and thus the waiver provisions of Section
13-517(b) and indeed all of section 13-517 would be unnecessary and serve no

purpose. This clearly is an unreasonable outcome and one the Commission

should reject.

V.2 Advanced Services Offered To Big Business End-Users

What advanced services does Verizon claim to offer to big business end-
users?

A. It appears that Verizon claims to offer FR, HCD, ATM and DSL advanced

. . . . 1
services to its big business end-users."’

Please describe each of these services.
A description of each of these services is provided in Attachment 1.0 to this
testimony.

Q. Do you agree that Verizon offers or provides FR services to its big business
end-users?

' Note that the company does not provide information on big business end-users or ‘customers’ separately.
The company, however, did claim to offer FR, ATM, HCD and DSL to residential and business
‘customers’ (including small and big businesses). As big business ‘customers’ are a subset of residential
and business ‘customers’, it naturally follows that the company claims to offer FR, ATM, HCD and DSL
to its big business ‘customers’. See, Exhibit TDB-1 and pages 5-6 of Mr. Trimble’stestimony.
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Yes. Examination of Verizon’s tariff reveals that Verizon offers and markets
Frame Relay advanced services (as defined in Section 13-517) with speeds of 256
kbps, 384 kbps, and 1.544 mbps respectively.'® FR services are chiefly marketed
as alternatives to dedicated-private lines, which are marketed to big business end-

users. Thus, it is reasonable to conclude that Verizon offers and markets its FR

services to its big business end-users.

Do you agree that Verizon offers ATM services to its big business end-users?

Yes. Based on Verizon’s tariff, Verizon offers and markets ATM over DS1, DS3,
OC3c, and OC12¢ access channels.” ATM is more expensive than FR and it can
handle a wider range of classes of services and at higher operating speed than FR.
Since FR is marketed to big business end-users, it seems clear that Verizon offers

and markets ATM services to its big business end-users as well.

Do you agree that Verizon offers HCD services to its big business end-users?

Yes. Examination of Verizon tariff reveals that Verizon offers eight HCD
services.'”® As noted in Attachment 1.0 of this testimony, HCD services are a
special type of Special Access services and provide high-capacity-digital point-to-

point dedicated transmission. HCD as well as Special Access services are

16 See, Verizon’s General Exchange Tariff, Tariff, I1l. C.C. No. 11, Section 18, Original Sheet No. 11-13.

17 Verizon General Exchange Tariff, I11 C.C. No. 11, Section 17, Original Sheet No. 12-13.

'8 The eight HCD services are: (1) HCD Digital DS1 (1.544 mbps), (2) HCD FiberConnect (6.312 mbps),
(3) HCD FT1 (4 x 56 kbps, 4 x 64 kbps, 6 x 56 kbps, 6 x 64 kbps), (4) HCD DS3-three system (44.736
mbps), (5) HCD DS3-unlimited system (44.736 mbps), (6) HCD DS3-individual system (44.736 mbps), (7)
CD DS3-group system (44.736 mbps), and (8) HCD DS3-special transport (44.736 mbps). See Verizon
General Exchange Tariff, I1l C.C. No. 10, Section 5, Thirteenth Revised Sheet No. 78, 78.1, 79-83.
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marketed to big business end-users. Thus, it is reasonable to conclude that
Verizon offers HCD services to its big business end-users.
Should Verizon be considered to offer DSL services to big business end-users
Jor purpose of Section 13-517?
Yes. For purpose of Section 13-517, DSL services may be deemed as offered to
big business end-users. It must be noted that the primary users of DSL services at
present are residential and small business end-users, not big business end-users.
In summary, is it appropriate to include FR, ATM, HCD and DSL services in
the set of advanced services that Verizon offers to its big business end-users
for purpose of Section 13-517?
Yes. FR, HCD, ATM and DSL services all qualify as Section 13-517 advanced
services and are all offered to big business end-users by Verizon. Therefore, for
purposes of Section 13-517 of the PUA, it is appropriate to include all four types

of services (FR, ATM, HCD and DSL) when assessing the percentage of its big

business ‘customers’ to whom Verizon offers Section 13-517 advanced services.

Advanced Services Offered To Residential/Small Business End-
Users

What advanced services does Verizon claim to offer to residential/small
business customers?

Verizon claims that it offers its residential/small business end-users all the

advanced services that it offers to its big business end-users."” That is, it claims

" Note that the company does not provide information on residential and small business end-users or
‘customers’ separately. The company, however, did claim to offer FR, ATM, HCD and DSL to residential
and business ‘customers’ (including small and big businesses). As residential and small business
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to offer ATM, FR, HCD and DSL advanced services to its residential/small
business end-users.
In your opinion, does Verizon offer FR services to its residential/small
business end-users for purpose of Section 13-517?
No. FR is primarily intended for LAN-to-LAN internetworking applications,*
and FR networks are chiefly marketed as alternatives to dedicated-private lines,
which are big business end user services. FR clearly is not intended for
residential/small business end-users. It is intended for the big business market,
and the rates set by Verizon are based on demand and supply characteristics in
the big business market for FR services. The high rates for FR services in
Verizon’s tariff are clearly not set to attract residential/small business end-users,
and neither are they attractive to residential/small business end-users.”’ For
example, the lowest speed FR (port and access) services” meeting the speed
requirements of Section 13-517(c) would cost $395 in nonrecurring charge and
$285 in monthly recurring charges; and DS1 FR (port and access) services would
cost $595 in nonrecurring charge and $530 in monthly recurring charge. Clearly,

there can be no reasonable expectation that any residential or small business end-

‘customers’ are a subset of residential and business ‘customers’, it naturally follows that the company
claims to offer FR, ATM, HCD and DSL to its residential and small business ‘customers’. See, Exhibit
TDB-1 and pages 5-6 of Mr. Trimble’s direct testimony.

21 AN refers to Local Area Network.

2l For tariffed rates for FR advanced services, see Verizon General Exchange Tariff, Ill. C.C. No.l1
Section 18, Original Sheet No.12-13; and I11.C.C. No. 10, Section 16, Third Revised Sheet No. 2, Original
Sheet No. 17-22.

2 A Section 13-517 FR service is a FR service with speed at least 200 kbps in at least one direction. The
lowest speed of Section 13-517 FR services (offered by Verizon) is 256 kbps. See Verizon General
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users would purchase FR services at these offered (tariffed) rates. Therefore,
contrary to its assertion, Verizon does not “offer” FR advanced services to its
residential/small business end-users as the term is used in Section 13-517 of the
PUA.
Do you agree that Verizon offers ATM services to its residential/small
business end-users?
No. ATM is very high-speed transmission technology, and is capable of
supporting a wider range of classes of services and at greater operating speeds
than FR. It is more expensive than FR. As discussed above, FR is chiefly
marketed to big business end-users, not to residential or small business end-users.
Thus, it is clear that ATM services are also marketed to big business end-users,
not to its residential or small business end-users. Verizon’s tariff lends further
supports for this conclusion.”” For example, the lowest speed ATM services
meeting the speed requirements of Section 13-517(c) would cost $650 in non-
recurring charge and $650 in monthly recurring charge for the access channel
(‘port and access’) in addition to monthly recurring charge for Sustained-Cell-
Rate (SCR), which ranges from $63 to $1,305 for CBR (Constant-Bits-Rate).?*
Clearly, these rates for ATM services are not set to attract residential or small

business end-users, and there can be no reasonable expectation that any

Exchange Tariff, Ill. C.C. No.11 Section 18, Original Sheet No.12-13; and Ill.C.C. No. 10, Section 16,
Third Revised Sheet No. 2, Original Sheet No. 17-22.

3 See, Verizon General Exchange Tariff, I11.C.C. No.11, Section 17, Original Sheet No.12-14.

* There are three Sustained-Cell-Rates (SCR): CBR, VBR-rt, and VBR-nrt. The rates for VBR-rt and
BVR-nrt range from $52 to $1,087.50 and from $42 to $870.00, respectively. See, Verizon General
Exchange Tariff, I11.C.C. No.11, Section 17, Original Sheet No.13-14.
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residential or small business end-users would purchase ATM services at these
offered (tariffed) rates. Therefore, contrary to its assertion, Verizon does not offer
ATM services to its residential/small business end-users as the term is used in
Section 13-517 of the PUA.
In your opinion, does Verizon offer HCD services to its residential/small
business end-users?
No. HCD services are a special type of Special Access services and provide
point-to-point high-capacity-digital dedicated transmission path. As is well
known, Special Access services are marketed to big businesses. It is thus
reasonable to conclude that Verizon markets its HCD services to its big business
end users, not to residential end users or small business end users. This
conclusion is amply supported by Verizon’s tariffed rates for these HCD
advanced services.”> Verizon did not set these rates for HCD services to attract
residential/small business users, and there is no reasonable expectation that any
residential or small business end-users would purchase Verizon’s HCD services at
the offered (tariffed) rates. Therefore, contrary to its assertion, Verizon does not
offer HCD services to its residential/small business end-users as the term is used
in Section 13-517 of the PUA.
Has Verzon provided any evidence to show that it actually directs its

marketing efforts (advertising, for example) for FR, ATM and HCD services
towards residential/small business end-users?

2 See Verizon General Exchange Tariff, Ill. C.C. No. 10, Section 5, Thirteenth Revised Sheet No. 78,
78.1, 79-84.
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No. Verizon acknowledges that it would cost “$500 per month for an average
DS-1 [FR, HCD, or ATM] transport service, and more for some of the other [FR,
HCD, or ATM] advanced services”.® The company does NOT claim that these
prices ($500 per monthly or higher) are attractive to residential/small business or
that the company’s (tariffed) prices for its FR, ATM or HCD advanced services
are based on demand and supply characteristics in the residential/small business
market for these services. Neither does the company provide any evidence that it
actually directs its marketing efforts (advertising, for example) towards the
residential/small business end-users. Therefore, the company does not present
concrete evidence that it offers or markets FR, ATM, or HCD advanced services
to its residential/small business end-users.
Do you have any other evidence to support your conclusion that Verizon’s
rates for FR, HCD and ATM services are not set to attract (and are not
attractive to) residential end-users?
Yes. Based on the company’s responses to Staff Data Request, Verizon currently
does not provide FR, HCD or ATM services to any of its residential end-users (at
the tariffed rates).”” That is, NONE of Verizon’s residential end-users currently
purchases (or subscribes to) its FR, HCD or ATM services (at the offered or
tariffed rates). Clearly this indicates that the tariffed rates for these services are
not attractive to any of the company’s residential end-users, and it confirms the

expectation that no residential end-users would purchase (or subscribe to)

Verizon’s FR, ATM or HCD services (at the offered or tariffed rates).

P 6: 130-131 of Mr. Trimble’s direct testimony (confidential).
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Q. Do you have any other evidence to support your conclusion that Verizon’s
(tariffed) rates for FR, HCD and ATM services are not set to attract (and are
not attractive to) small business end users?

A. Yes. First, as noted above, small business end users share similar characteristics
with residential end-users. As NONE of the company’s residential end-users
purchases Verizon’s FR, HCD, or ATM services, it is a reasonable presumption
that none or few of the company’s small business end users would purchase (or
subscribe to) Verizon’s FR, HCD or ATM services. Verizon has provided no
evidence that would rebut this reasonable presumption.

Second, Verizon’s responses to a Staff Data Request lend further support
for the above presumption.”® Verizon has a total of xx Business Billing
Accounts (small and big business combined).” But it currently only provides xx
FR ports with speeds > 45 mbps and xx FR ports with speed < 1.5 mbps;”° xx

ATM ports with speed > 45 mbps and xx ATM ports with speed < T1 1.5 mbps;”'

and has xx HCD ‘customers’ with speed > 1.5 mbps and xx HCD ‘customers’

7 Company response to Staff Data Request QL-2(i), QL-3(i) and QL-4(1).

% The company does not provide information on its small business ‘customers’ or end-users separately.
The information provided by the company on its current FR, ATM and HCD services provisioning
includes combined information on businesses (i.e., small and big businesses combined).

» Company response to Staff Data Request QL-3. Note that business billing accounts include big as well
as small business billing accounts. And billing accounts are different from access lines, and one billing
account may have several access lines. However, it is unclear how billing accounts are related to end-
users, i.e., is one end-user associated with one billing account and vice versa?

3% These FR ports may be ‘port only’ or ‘port and access’ services. As discussed in section VI, ‘port only’
FR services do not qualify as (advanced) services and thus, Verizon currently may provision fewer than xx
FR lines with speed > T3 and fewer than xx FR lines with speed < T1. See, Company response to Staff
Data Request QL-2 and QL-26.

3! These ATM ports may be “port only’ or “port and access” ATM services. Thus, Verizon currently may
provision fewer than xx ATM ‘port and access’ with speed > T3 and xx ATM ports or lines with speed =
T1. See, Company response to Staff Data Request QL-4 and QL-26.
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with speed < 1.5 mbps.*> That is, Verizon’s current service provisioning includes
(at most) approximately two FR lines with speed no less than T3 and twenty FR
lines with speed no greater than T1; five ATM lines with speed no less than T3
and no ATM lines with speed less than T3; and one HCD ‘customer’ with speed
greater than DS1 and ten HCD ‘customers” with speed no greater than DS1 per
1,000 business billing accounts (including big and small businesses). Unless
Verizon can demonstrate otherwise, the Commission must conclude that none of
these (FR, HCD or ATM) services are provided to small businesses.
To sum up, is it correct to conclude that the tariffed rates for FR, ATM, or
HCD services are not set to attract (and are not attractive to) residential or
small business end-users?
Yes, it is correct to conclude that Verizon’s tariffed rates for FR, ATM or HCD
are not set to attract and are not attractive to residential or small business end-
users.
Do you agree that Verizon offers DSL services to some of its residential and
small business end-users?

Yes. The company offers DSL services to some of its residential/small business

end-users in xx of its serving exchanges.”

32 See, Company response to Staff Data Request QL-3. It is unclear what the company means by
‘customers’ at various places in response to Staff Data Request QL-3. The total number of business
‘customers’ (sum of the business ‘customers’ in each Central Office Location) is virtually the total number
of Business Customer Billing Accounts (xx). However, the numbers of ‘customers’ to whom the

company currently provides HCD services — xx and xx

is likely to be the numbers of HCD lines

provisioned, as it would be unlikely that the company would keep its billing accounts according to speeds
of transmission.
33 Exhibit DBT-1 of Mr. Trimble’s testimony.
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Does Verizon offer DSL services to its (residential/small business) end-users
on a stand-alone basis or does it offer it to its end-users through Internet
Service Provides (ISPs) as part of DSL Internet services?
In its response to a Staff Data Request QL-5, Verizon states that it currently sells
DSL transport services ‘primarily to ISPs who then package DSL with their
internet service offerings.’**
Verizon lists xx exchanges in which it offers DSL services in Exhibit DBT-1
of Mr. Trimble’s direct testimony.”> Does this mean that Verizon has signed
up with at least one ISP for the provision of DSL Internet services in every
one of those 16 exchanges?
Veizon does not provide this information in its direct testimony. DSL transport
services in an exchange would be of no value to the buyers if no ISP is willing to
provide DSL Internet access in that exchange, as DSL (transport) services are
primarily used in conjunction with internet access. If the company “offers” DSL
transport services in an exchange without signing up with any ISP, this is
tantamount to not offering DSL transport services at all from the viewpoint of the
end-users. Thus the Verizon should clarify for the Commission in its rebuttal
testimony whether “offering DSL transport” in an exchange would necessarily
mean that the company has signed up with at least one ISP for the provision of
DSL Internet services in addition to making its network facilities DSL-capable.

In your opinion, are DSL services the only type of advanced services that
Verizon ‘offers’ to its residential/small business end-users?

** Company response to Staff Data Request QL-5.
33 See Exhibit TDB-1 of Mr.Trimble’s direct testimony (confidential).
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Yes, at this time DSL services are the only type of services that Verizon actually

offers or markets to its residential/small business end-users. It is the only type of

advanced service that Verizon makes available to its residential/small business

end-users (in some of its serving areas) at rates that can be attractive to and that
are intended to attract and be affordable to these end-users.

This does not mean, of course, that the Verizon may not offer other types

of advanced services to residential and small business end-users to satisfy its

Section 13-517 obligations. Obviously, nothing in the PUA prevents the

company from offering (or providing) advanced services other than DSL services

to its residential/small business end-users.

Definition of ‘Customers’ For Purposes Of PUA Section 13-517

Section 13-517 of the PUA mandates that an ILEC must offer advanced
services to 80% of its customers. Does the PUA define “customers”?

No. The PUA does not provide a definition for “customers” for purposes of
Section 13-517, nor does it outline how to count (or calculate) the total number of
“customers” and the number of “customers” that are offered or provided Section
13-517 advanced services.

What definition of “customers” do you propose for purpose of Section 13-
517 of the PUA?

I propose an end-user-based definition of “customers”. Section 13-217 of the

PUA defines an end-user as:
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[Alny person, corporation, partnership, firm, municipality,

cooperative, organization, governmental agency, building owner,

or other entity provided with a telecommunications service for its

own consumption and not for resale.*

For purpose of Section 13-517 of the PUA, “customers” should mean “end-users”
(as defined in Section 13-217 of the PUA) that are provided with
telecommunications services’’ by the ILEC or by another local exchange carrier
through the ILEC’s network facilities (i.e., using UNE-P or UNE-loop or through
resale). Moreover, an end-user provided with telecommunications services at
multiple locations should be considered as a customer at each location for purpose
of Section 13-517 of the PUA.

This definition of ‘“customers” is very similar to the definition of
“customers” adopted by the Commission in the /nitiating Order in Docket No. 02-
0699: Adoption of 83 Ill. Adm. Code 733 Implementing Section 13-517 of the
Public Utilities Act.”®
Please explain why end-users served by CLECs through Verizon’s network
facilities should be counted as Verizon “customers” for purpose of Section
13-517 of the PUA.

A carrier (ILEC) is expected to satisfy its Section 13-517 obligations by using or
upgrading its existing network facilities. While CLECs may provide

telecommunications services to its end-users through Verizon’s network facilities

(UNE-P, UNE-L or resale), they may not upgrade these network facilities to make

36220 ILEC 5/13-217, Section 13-217 of the Public Utilities Act.
37 Telecommunications services can be either Plain Old Telephone Services (POTS) or advanced services.
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them advanced services capable.”® Thus, Verizon is the sole party that can decide
whether these end-users (served by CLECs through Verizon’s network facilities)
are able to obtain advanced services delivered over these network facilities.
Furthermore, CLEC end-users served through the Verizon’s network facilities
should be treated equally as Verizon’s own end-users for purpose of Section 13-
517. Failure to do so could discourage end-users from migrating to CLECs,
which would have the effect of discouraging competition. Finally, an ILEC
should not be punished for meeting its obligation to make its network and
services available to CLECs. If an ILEC makes its facilities capable of providing
advanced services and offers those services, it should receive credit for that action
in connection with satisfying its obligations under Section 13-517(a). This
approach will also provide more certainty to ILECs in terms of assessing their
compliance with Section 13-517. That is, the fact that an ILEC may lose one of
its customers to a competitive carrier (a factor not directly in the ILEC’s control)
should not change the outcome of its compliance with Section 13-517. Therefore,
CLECs’ end-users served through Verizon’s network facilities should be treated
as Verizon’s end-users and “customers” for purpose of Section 13-517 of the
PUA.

Q. You mentioned the terms “residential customers”, “small business
customers” and “big business customers” in your discussion of “offering”

38 See, Illinois Commerce Commission, On Its Own Motion, Adoption of 83 Ill. Adm. Code 733
Implementing Section 13-517 of the Public Utilities Act, Order Initiating Proceedings and Authorizing
First Notice of Proposed Rules, Docket No. 02-0699 (October 29, 2002).

% Note that ‘own facilities’ in this context (or testimony) refers to facilities actually owned by the CLEC,
not leased from Verizon, and it may differ from ‘own facilities’ in other context.
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services in section V. How should the Commission distinguish between small
and big business “customers” (or end-users)?

A. To reflect the different demand characteristics and demand patterns, the FCC
divides telecommunications markets into a mass market consisting of residential
and small business end-users with no more than three access lines, and a larger
business market consisting of big business end-users with at least four access
lines.*

For purpose of Section 13-517, a small business end-user should be a
business end-user with no more than three access lines, and a big business end-
user should be a business end-user with at least four access lines (with “end-
users” as defined in Section 13-217 of the PUA). Accordingly, a residential end-
user is a residential customer, and a small business end-user is a small business
customer. Similarly, a big business end-user is a big business customer. Where
services are provided to the same end-user at multiple locations, the residential,
small business, and big business end-user should be counted as one residential,

. . . . . 41
small business, or big business customer, as applicable, at each location.

Q. Does Verizon have readily available information on “customers” as defined
as above?
A. It is unclear from the company’s direct testimony. However, a similar definition

of “customers” was adopted in the [Initiating Order in Docket No. 02-0699:

“ See FCC in the Matter of Implementation of the Local Competition Provisions of the

Telecommunications Act of 1996, Third Report and Order and Fourth Further Notice of Proposed
Rulemaking, CC Docket No. 96-98, FCC 99-238 (November 5, 1999) at para. 290-295 & fn. 575.

*! Even though the numbers of access lines may be fewer than four at some locations, the big business end-
user is still considered as a big business customer at each of those locations.
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Adoption of 83 Ill. Adm. Code 733 Implementing Section 13-517 of the Public
Utilities Act.** This means that all ILECs may be expected to provide
information based on this definition of ‘“customers” in Section 13-517
proceedings.” Thus, it is reasonable to expect Verizon to be able to provide such
information in this proceeding.
The above-proposed definition of “customers” has a potential complexity
resulting from end-users with multiple locations of services. In the event that
the Commission does not adopt the above-proposed definition, do you have
an alternative definition of “customers” that could be utilized?
In the event that the Commission decides not to adopt the above-proposed
definition of “customers” due to a present unavailability of information on end-
users by service location — i.e., if the company does not at present keep track of
information of end-users by service locations — Staff recommends that
“customers” be identical to “end-users”, regardless of whether multiple locations
of services are involved. In other words, an end-user is counted as one customer
regardless of whether the end-user is provided with telecommunications services
at one single location or at multiple locations.

Under this alternative definition of “customers” how should small business
“customers” be distinguished from big business “customers”?

42 See, Illinois Commerce Commission, On Its Own Motion, Adoption of 83 Ill. Adm. Code 733

Implementing Section 13-517 of the Public Utilities Act, Order Initiating Proceedings and Authorizing
First Notice of Proposed Rules, Docket No. 02-0699 (October 29, 2002).

* This is to assume that the definition of ‘customers’ in the Initiating Order for Code Part 733 Rulemaking

Proceeding will be adopted in the Final Order of this Rulemaking Proceeding, which is likely to occur as
this definition is the product of a series workshops among carriers (including Verizon) and Commission

Staff.
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As before, a small business end-user is a business end-user with no more than
three access lines and a big business end-user is a business end-user with at least
four access lines. Similarly, a residential, small business, and big business end-
user is a residential, small business, and big business customer, respectively, for

purpose of Section 13-517, with no additional allowance made for end-users with

multiple-locations-of-services.

Has Verizon provided its definition of “customers” in its direct testimony?

No. Verizon does not formally define “customers” in its direct testimony. The
company also fails to provide, in a clear, consistent or meaningful manner, the
total number of its Section 13-517 “customers” or the numbers of “customers” to
whom it offers or provides various types of advanced services. As will be
discussed in more detail in section VIII, the company’s implicit definitions of
“customer” used in the assessments of its offering coverage for different types of
advanced services are unclear and inconsistent, and its calculated coverage

statistics for its advanced services offering are deficient.

Coverage Statistics For Section 13-517 Advanced Services

“Customers” Means End-Users By Service Location

What standard should be used to calculate the percentage of “customers” to
whom Verizon offers advanced services?

I use the definition of “customers” as proposed in section VI. That is, a small

business end-user is a business end-user with no more than three access lines
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while a big business end-user is a business end-user with at least four access

lines. An end-user is a customer. Wherever multiple locations of services are

involved, an end-user is counted as one customer at each service location.

Big Business Customers

Q.

Are you able to calculate the Verizon’s total number of large business
“customers” and large business “customers” to whom Verizon offers FR,
ATM, HCD or DSL services, respectively, based on information provided by
the company so far?
No. The information provided by the company is insufficient to calculate: (1) the
total number of Verizon’s Section 13-517 “customers”, (2) the total number of
Verizon large business “customers”, or (3) the percentages of Verizon large
business “customers” that have been offered FR, HCD, ATM or DSL services.

First the company did not present (1) the numbers of Verizon “customers”
served through its network facilities, (2) the number of “customers” to whom it
offers FR, ATM, HCD or DSL advanced services or (3) any other information
regarding ‘“customers” using the definitions of “customers” and big business
“customers” as stated above.

Second, the company did not distinguish between large business end-users
(or “customers”) and residential/small business end-users (or “customers”) in its
testimony.

Third, the company’s claims of “offering” advanced services are

inaccurate. As demonstrated in section VIII, the company appears to have

misclassified services that do not qualify as advanced services certain customer
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classes as advanced services for all customer classes. For the above three

reasons, I am not able to calculate the percentage of big business “customers”

(with “customers” as defined above) to whom Verizon offers FR, HCD, ATM,

and DSL advanced services, respectively.

Are you able to calculate the percentages of big business “customers” to
whom Verizon currently offers advanced services?

No. As noted before, FR, ATM, HCD and DSL all qualify as advanced services

offered to big business “customers” for purpose of Section 13-517 of the PUA.

However, I am not able to calculate the percentage of big business customers to

whom Verizon offers advanced services due to lack of information.

Residential/Small Business “Customers”

Q.

Are you able to calculate the number (and percentage) of residential and
small business “customers” to whom Verizon offers DSL services based on
information provided by the company so far?

No. As discussed in section V, Verizon does not offer FR, ATM or HCD services
to its Section 13-517 residential or small business “customers”. Thus, to calculate
the percentage of its residential and small business “customers” to whom Verizon
offers advanced services, one needs only to calculate the percentage of residential
and small business “customers” to whom the company offers DSL services.
However, I am unable to extract the required information from the data and

information provided by the company (for similar reasons as cited above for big

business customers). Therefore, I am not able to calculate the percentage of
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Verizon’s residential/small business customers to whom Verizon offers advanced

services for purpose of Section 13-517.

Overall, you have not been able to calculate the percentage of “customers” to
whom Verizon offers advanced services, is that correct?

That is correct. I am not able to assess the percentage of customers to whom

Verizon offers Section 13-517 advanced services, with the definition of

“customers” as stated in this section of my testimony.

VIL.2 “Customers” Means End-Users — The Alternative Definition

Q.

What standard should be used to calculate the percentage of “customers” to
whom Verizon offers advanced services if the Commission does not accept
your proposed definition?

In this section, I use the alternative definition of “customers” as proposed in
section VI. That is, an end-user is treated as a single customer, with no
distinction made between end users with multiple service locations and end-users

with a single service location, with small/large business end-users as defined in

section VI.

Big Business “Customers”

Q.

Are you able to calculate the number (and percentage) of large business
“customers” to whom Verizon offers FR, ATM, HCD and DSL services,
respectively?

For the reasons cited in section VII.1, I am not able to extract required

information from the data and information provided by Verizon to calculate the

numbers of large business “customers” (i.e., end-users) to whom Verizon offers
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FR, ATM, HCD or DSL services. Insufficient information has also been provided
for the calculation of Verizon’s total number of “customers” and the total number
of large business “customers”. These figures, of course, are needed to calculate

the percentages of “customers” and percentages of big business “customers” to

whom Verizon offers various types of advanced services.

Residential/Small Business Customers

Q.

Are you able to calculate the number (and percentage) of residential and
small business “customers” to whom Verizon offers DSL services?

No. As shown in section V, Verizon does not offer FR, ATM or HCD services to
residential and small business “customers” for purpose of Section 13-517 of the
PUA. It only offers one type of advanced services to residential and small
business “customers” — DSL services. However for the reasons cited in section
VII.1 in the case for residential/small business customers, I am unable to calculate
the percentage of Verizon’s “customers” who are residential/small business
“customers” or the percentage of Verizon’s residential/small business
“customers” to whom Verizon offers DSL services.

Overall, you have not been able to calculate the percentage of “customers” to
whom Verizon offers Section 13-517 advanced services (i.e., overall coverage
statistic), is that correct?

That is correct. I am not able to assess the percentage of customers to whom
Verizon offers Section 13-517 advanced services, with the definition of

“customers” as stated in this section.
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VIII. Verizon’s Claims Concerning Its Current Deployment of

Advanced Services Offerings Are Flawed And Should Be Rejected
Do you have a general comment concerning Verizon’s request that the
Commission rule that Verizon currently satisfies the requirements of Section
13-517(a)?
Yes. As mentioned previously in this testimony, Section 13-517 nowhere
provides for Commission “certification” of compliance with Section 13-517(a), as
requested by Verizon. Staff’s briefs will address issues surrounding the propriety
of this request. However I provide in this section an analysis of Verizon’s claim
that it currently provides advanced services to 100% of its customers. I
demonstrate how and why this claim is severely flawed. I also point out some of
the actions Verizon would need to take to rectify the fundamental flaws in its
analysis. I present this analysis to assist Verizon in the event that at some point in
the future it is required (in whatever circumstance) to demonstrate compliance
with requirements concerning the deployment of advanced services.
Does Verizon claim to offer advanced services (as defined in Section 13-517)
to 100% of its customers?
Yes. Verizon’s witnesses contend that the company offers Section 13-517
advanced services to 100% of its “customers”:

Verizon currently offers several products that satisfy the definition

of Advanced Telecommunications Services and are already

available to any Verizon customer today.** [Emphasis added].

[[Intrastate Frame Replay and High Capacity Digital Services are
offered in areas that cover 100 percent of Verizon’s customers.*’

* Page 2 (Line 41-42) of Mr. John White direct testimony.
* Page 6 (Line 120-121) of Mr. Trimble’s direct (confidential) testimony.
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Please comment on Verizon’s claim that its offerings of ATM, FR and HCD
services are sufficient to demonstrate that it meets the requirement of
Section 13-517(a).

The Commission can and should reject such claims for reasons I have already set
forth in this testimony. In addition, however, the Commission should reject these
claims because acceptance of them would require, from a policy standpoint, an
unreasonable and unsupportable interpretation or understanding of Section 13-517
of the PUA.

Verizon’s offerings of ATM, FR and HCD services pre-date the enactment
of Section 13-517. This is also true of such offerings by all other ILECs in
Ilinois. If the Commission were to accept Venison’s claims of 100% coverage
(which rely on these three offerings) it also would need to accept such claims by
other ILECs. Acceptance of Verizon’s claims that its ATM, FR and HCD
offerings demonstrate Section 13-517 compliance necessarily would result in
findings that no ILECs would require a waiver of Section 13-517, and all Section
13-517 requirements already were met by ILECs as of the date of the enactment
of Section 13-517. This is unreasonable on its face, since in effect this would
presume that the General Assembly drafted Section 13-517 to serve no purpose.
While Verizon uses the word “customers” throughout its testimony, has
Verizon provided an explicit definition of “customers” for purpose of Section
13-517 of the PUA?

No. A major deficiency in Verizon’s assessment of its advanced services

offerings is that it does not provide a definition of “customers” for purpose of
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Section 13-517 of the PUA. Neither does it assess the numbers of “customers” to
whom it offers and provides advanced services, respectively, in a clear,
meaningful and consistent manner.
While not providing an explicit definition of “customers” for purpose of
Section 13-517, has the company used an implicit definition consistently
throughout its testimony? In other words, are the company’s assessments of
its coverage statistics for various types of advanced services implicitly based
on a well-founded standard?
No. The company has used various implicit definitions (or more precisely various
proxies or surrogates) for “customers” throughout its testimony and its responses
to Staff Data Requests. The company’s proxies or surrogates vary throughout its
testimony and responses to Staff Data Request.
Please provide examples of the proxies (or surrogates) for “customers” used
by Verizon in its testimony.
On page 5-6 and Table 1 of Mr. Trimble’s testimony, (switched) access lines are
used as a proxy (or surrogate) for “customers” or “end-user customers”.

The company also uses a proxy that is based on a subset of access lines for
its  “customers”. Specifically, the total number of “customers”, xx, on page
16 (Line 336) of Mr. Trimble’s direct testimony is calculated based on a subset of
access lines,*® though it is unknown what proxy was used to produce the number
of xx (33% of xx) on page 17 (Line 338) of Mr. Trimble’s testimony.

In Table 1, Mr. Trimble appears to use households as a proxy for

“customers”. Specifically, in calculating the coverage statistic for its DSL service

46 Company response to Staff Data Request QL-19.
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offering, Mr. Trimble divides its total DSL offerings by the numbers of

households. Mr. Trimble, thus, uses households as a proxy for “customers”. The
flaws in this approach will be discussed in more detail later in this section.

The company further uses billing accounts as a proxy for “customers”."’

In its response to Staff Data Request QL-3, the company provides the numbers of

its business and residential “customers” for each of its xx Central Office

Locations, respectively. Adding the numbers of business “customers” in all xx

Central Office Locations gives a total of xx ‘“customers”. However, this

figure is also the total number of business billing accounts. Similarly, the total

number of residential “customers” (adding up all residential “customers” in the xx

Central Office Locations) coincides with the total number of residential

billing accounts, which is xx. That is, the company uses billing accounts as

proxy for its “customers” when it counts the sets of its residential and business

“customers”.

Finally, when counting the subset of its business “customers” who have

been provided HCD services on the same pages (response to Staff Data Request

QL-3), the company appears to use yet another proxy (other than billing

accounts).48 Thus, I conclude that the Verizon, in its response to Staff Data

Request QL-3, uses billing accounts as proxy for “customers” when counting the

*7 Company response to Staff Data Request QL-3.

* As mentioned earlier, it is unlikely that the company was using billing accounts as a proxy in counting
the subset of its business ‘customers’ who have been provided HCD services of various speeds (e.g., >
DS1 and < DS1) — the proxy it used in counting the set of business ‘customers’ it has, as it is unlikely that
the company would keep billing accounts for services by transmission speeds.
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set of its business “customers”, while it uses a different proxy when counting the
subsets of its business “customers” who have been provided HCD services.

These examples demonstrate that the company not only did not provide an
explicit definition of “customers”, but also it did not adopt or use a proxy for the
term “customers” in a consistent and clear manner.

Q. In Exhibit DBT-1, Mr. Trimble presents the numbers of FR, ATM, and DS1
lines in each of Verizon’s 414 exchanges.” Please comment.

A. Yes. In exchanges where the Verizon claims to “offer” a type of advanced
services (FR, ATM, or DS1), it appears to claim that it “offers” that type of
services to 100% of its “access lines” (proxy for “customers”). For example, in
the Bloomington exchange™, in which Verizon has a total (i.e., residential, small
and big business combined) of xx access lines and in which the company also
claims to “offer” ATM, FR and DS1 services, it lists xx ATM lines, xx
FR lines and xx DS1 lines.”’ In the Elmwood exchange, where Verizon has a

total of xx access lines and where it also claims to offer FR and DS1 services

(but not ATM), it lists xx FR lines and xx DS1 lines.

* Comparing Exhibit DBT-1 and Mr. Trimble’s direct testimony (in particular, Table 1) seems to indicate
that the’DS1” services in Exhibit DBT-1 should have been High Capacity Digital (HCD) services, as the
Company discussed and presented HCD service offering in Table 1 and Mr. Trimble’s direct testimony (as
it did with FR, ATM and DSL services) and as FR, ATM and DSL all appear in DBT-1. If it is not the
case, then the company should need to explain the source of the information on HCD services referred to in
Mr. Trimble’s testimony, in particular in Table 1 of Mr. Trimble’s direct testimony. Furthermore, while the
company lists 414 exchanges in Exhibit DBT-1, it references 413 exchanges in its testimony (e.g., pl10:
L209 of Mr. Trimble’s testimony). The company should also clarify whether it has 413 or 414 exchanges.
%% Verizon presents one Bloomington exchange in Exhibit DBT-1 (CLLI = BLTNILXD). But it presents
three Bloomington exchanges in DBT-2: Bloomington Main (BLTNILXD), Bloomington Normal
(BLTNILXN), and Bloomington East (BLTNILXT). The company may have mistakenly and
inappropriately combined the three exchanges and presented them as one exchange in DBT-1 (with lines
combined). The company should provide a clarification on this.

> See Exhibit DBT-1 of Mr. Trimble’s direct testimony.
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Do the numbers of access lines presented in Exhibit DBT-1 include access
lines served by CLECs through Verizon’s network facilities?
No. It appears (by comparing Exhibit DBT-1 with the company’s response to the
Commission’s Competition Data Request) that the access line counts for each
exchange in Exhibit DBT-1 do not include access lines served by CLECs through
Verizon network facilities. As explained in section VI, this is inappropriate.
Is it appropriate for the company to assess its advanced services offerings in
terms of “access lines” (or to use access lines as a proxy for “customers”)?
No. It is not appropriate for the company to assess the numbers of “customers”
offered advanced services in terms of “access lines”, or to tie the offering of
advanced services to access lines. First, it is the end-user customer, not access
lines per se, that is the explicit focus of Section 13-517. Second, use of access
lines runs the risk of being unable to identify the “customers” to whom Verizon
offers an advanced service. Consider, for example, an end-user who has five
(switched) access lines, and is also provided a FR service (line) of speed 45 mbps
(DS3). The end-user in the example is offered (and provided) advanced services
for purpose of Section 13-517. However, using “access lines” (as a surrogate for
“customers”) renders it impossible to identify which of the five “customers” (i.e.,
access lines) are offered advanced services.

Third, there is no fixed and definite relationship between the number of
access lines and the number of advanced service lines offered. Verizon in fact

argues that, if the company offers ATM services to an end-user who has five
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(switched) access lines, then the company offers this end-user five ATM lines.
Similarly, if the company offers ATM advanced services in one exchange, which
has (for example) 10,000 access lines (surrogate for “customers”), the company
treats that as offering 10,000 ATM lines in that exchange. This defies logic.
There is no reason the company can only offer the end-users exactly the same
number of ATM (or FR, DS1) lines as the number of (switched) access lines that
are currently subscribed by these end-user(s). Therefore, it is highly problematic
to use “access lines” as surrogate (or proxy) for “customers”.
In Exhibit DBT-1, Verizon claims to offer the same number of FR (or ATM)
lines as the total number of access lines in an exchange where it offers FR (or
ATM) services. Please comment.
Yes. By doing so, Verizon substantially overstates its coverage statistics for FR
(ATM) services in exchanges where it offers FR (ATM) services and thus
overstates the overall coverage figures for its FR (ATM) services.
First, as demonstrated in section V, the company does not “offer” FR or
ATM (or HCD) services to its residential or small business customers. By
claiming that it offers FR (ATM) services to 100% of its “customers” (using
access lines as the proxy) in exchanges where it offers FR (ATM) services, the
company incorrectly claims to offer these services to customers to whom it DOES
NOT offer any of these services — i.e., residential and small business customers.

Second, it appears that Verizon has misclassified as FR and ATM

advanced services specific offerings that do not qualify as advanced services
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under Section 13-517. In its response to Staff Data Request QL-11, Verizon
states:
Verizon offers “port only” service to any customer willing to
purchase the service. Bundled, i.e., “port and access”, service is
offered where conditions and facilities exist. — Therefore, a
customer who may not be able to purchase bundled service (e.g.,
their location is beyond a typical port and access service area) may
purchase port only and separately provide the necessary transport
into the Verizon Frame Relay switch. [Emphasis added]
Clearly, Verizon does not offer “port and access” FR services to 100% of its (big
business) “customers”, even though it may offer “port only” FR service to 100%
of its (big business) “customers”.’> However, “port only” cannot be classified as
an advanced service for purpose of Section 13-517, as it by itself does not deliver
information fo or from the end-user at any speed. “Port and access” FR services,
in contrast, qualify as advanced services for purpose of Section 13-517.
Therefore, the company has overstated its FR service offering in each of its xx
exchanges. It does not offer FR services to 100% of its “customers” in any of
those xx exchanges.
The above-quoted Verizon statement is in direct response to questions
regarding FR (and HCD) services. However, information provided by the
company in Staff Data Request QL-4 and in its tariff indicates that this (quoted)

statement similarly applies to ATM services.”> That is, the company merely

offers “port only” ATM services to 100% of its (big business) “customers” in xx

2 See DBT-1 of Trimble’s direct testimony (confidential).
> The Company should clarify whether it offers ‘port only” ATM to any customers and ‘port and access’
ATM services to some customers in those xx exchanges in its rebuttal testimony.
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of its xx serving exchanges. It offers “port and access” ATM services to its (big

business) “customers” only where “conditions and facilities exist.” As “port

only” ATM services alone do not deliver (data) information fo or from the end-

user, they do not qualify as advanced services for purpose of Section 13-517.

Therefore, the Commission must conclude that company overstates its ATM

services offering in those xx exchanges, and it does not offer ATM services to
100% of its “customers” (using access lines as proxy) in those xx exchanges.

In summary, in addition to inappropriate use of access lines as the proxy
for “customers”, Verizon also substantially overstates its coverage statistics for its
FR and ATM services. The company should provide additional information in
rebuttal testimony regarding its FR (“port and access”) and ATM (“port and
access”) services offered.

Does the above criticisms regarding FR and ATM services apply to HCD
services?

It is unclear. The above-quoted Verizon statement (i.e., response to Staff Data
Request QL-26) is in direct response to questions regarding HCD (and FR)
services, and thus should apply to HCD services. Verizon’s tariff (Ill. C.C.
No.10, Section 5, Sheet No. 78-84), however, does not list HCD as “port only” or
“port and access”. The company should provide clarification in rebuttal
testimony regarding the apparent contradiction between its tariff and its response

to Staff Data Request QL-26.
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Do you have other comments regarding the information provided by the
company on HCD services?

Yes. The company may have mislabeled some items in Exhibit DBT-1. It
appears that the reference to “DS1” should have been “HCD” (High Capacity
Digital). The company presents coverage statistics for HCD (and FR, ATM,
DSL) services but presents no coverage statistic for its DS/ services in Table 1 of
Mr. Trimble’s testimony. However, in Exhibit DBT-1, the company presents data
on DS1 (and FR, ATM, DSL) service offerings, but no data on HCD services.
This suggests mislabeling of “DS1”.

The company should in its rebuttal testimony to clarify whether it has
mislabeled “DS1” in Exhibit DBT-1. If not, then the company should explain the
apparently inconsistent way of presenting evidence and should provide the
sources of information and supporting documents for its HCD service offering
presented in Table 1 of Mr. Trimble’s testimony.

Do you have other comments or criticism regarding Verizon’s calculations of
the numbers of “customers”?

Yes. The company appears to apply different standards to assessing the number
of customers when it describes its HCD service offering and when it describes its
HCD service provisioning, respectively.  Specifically, the company uses
(switched) access lines as the surrogate for customers when it describes its HCD

service offerings.”* 1In contrast and as noted earlier, the company uses billing

> See page 5-6 and Exhibit of Mr. Trimble’s direct testimony.
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accounts as the proxy for customers in counting the total numbers of customers

. . . . e 55
when it describes its HCD service provisioning.

Do the same criticisms apply for FR and ATM services?

Yes. Verizon uses (switched) access lines as the surrogate customers in assessing
its FR and ATM service offerings.’® It, however, uses “ports” as the proxy when
assessing the FR (ATM) services it actually provides. The set of customers to
whom the company provides FR (ATM) services should be a subset of customers
to whom the company offers FR (or ATM) services. However, there is no clear
relationship between the “ports” provided by Verizon and the access lines —i.e.,
FR (ATM) lines — offered by Verizon. As a result, it is not possible to identify
(or calculate the number of) the customers to whom the company currently
provides FR (ATM) services (from the larger set of customers to whom it offers
FR (ATM) services).

Verizon Exhibit DBT-1 lists the numbers of DSL lines in each of the xx
exchanges where DSL services are offered. These numbers are equal to the
numbers of (switched) access lines in each of the xx exchanges. Please
comment.

Yes. The number of DSL lines listed for each of the xx exchanges in Exhibit
DBT-1 is equal to the number of total access lines in each of the xx exchanges.

For example, in the Bloomington exchange, the listed DSL lines are Xx7xX,

equal to the total number of access lines in the Bloomington exchange. The total

> See, Company response to Staff Data Request QL-3.
*® See page 5-6 and Exhibit DBT-1 of Mr. Trimble’s direct testimony.
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of all listed DSL lines in each of the xx exchanges is xx.”  Apparently, not

all of these DSL lines are DSL-capable or ready for the provisioning of DSL

services. The company presents the number, xx as the total DSL-capable

lines (70% of the listed xx DSL lines). It is puzzling that the company

would consider a line that is not DSL-capable a DSL line in a Section 13-517

proceeding. In my opinion, the company should define a DSL line as a line that

is DSL-capable and over which DSL services are offered, and provide the number

of such lines for each of the xx exchanges (listed in Exhibit DBT-1) in rebuttal
testimony.”®

Q. In Table 1 of Mr. Trimble’s direct testimony, the DSL service offering of
xx is calculated by dividing the total number of qualified DSL (DSL-
capable) lines by the number of households. * Please comment.

A. The percentage coverage statistic for DSL service should be expressed as the ratio
of the number of customers who are offered DSL services to the total number of
customers. Specifically, the numerator and denominator of the ratio should be
measured in the same units — “customers”. If using a proxy for “customers”, the
company should use the same proxy in the numerator and the denominator.
Unfortunately, the company uses different proxies for “customers” in the

numerator and denominator, when calculating its coverage statistic of xx. In

the numerator it used access lines, and in the denominator it uses households.

>" Note that the 229,595 is also the total number of access lines in the 16 exchanges combined.

% This is so because we are concerned with the numbers and percentages of customers to whom DSL
services are offered, not with the numbers of lines that satisfy certain engineering parameters.

% According to the company’s response to Staff Data Request QL-22, DSL capable and qualified DSL
lines are equivalent in its testimony.
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It should also be noted that Verizon’s xx figure simply gives the
number of DSL-capable lines per household, which does not have much bearing
on the percentage of customers that have been offered DSL services.
Do you have other comments regarding Verizon’s calculation of its xx
ratio?
Yes. The company used households as a proxy when counting the total number
of its customers (the denominator). Households, however, is not a good proxy for
customers, as it does not count for (small or big) businesses. The xx figure
further suffers from the fact that the numerator (expressed in access lines) counts
for businesses as well as residential customers. Therefore, not only are Verizon’s
numerator and denominator measured in different units, they also count for
different sets of “customers” — with the numerator reflecting both residential and
business, and the denominator reflecting only residential.
Does the company’s “households” includes households that are served by

CLEC:s through Verizon’s network facilities?

It is unclear from the information provided by the company so far.

Are the company’s households defined as in U.S. Census Bureau Statistics?

A household in U.S. Census Bureau Statistics includes “all people who occupy a
housing unit as their usual place of residence.” It is unclear whether the
company’s households are similarly defined.

Verizon states that its “percent of DSL qualified lines exceeds 90 percent of
the total households and business establishments”. Please comment.
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Yes. The ratio of DSL-capable lines to the number of households plus the
number of business establishments is not useful for assessing the percentage of
customers to whom Verizon offers DSL services. The numerator of this ratio is
measured in access lines, while the denominator of the ratio is measured in
household (for residential) and establishments (for business). It is unclear what
this figure has to do with the percentage of customers to whom Verizon offers
DSL services under Section 13-517.
In response to a Staff Data Request, the company states that it does not have
information on residential or business end-users that have DSL services.
“Verizon can only count for the total number of DSL lines it has in service
(LIS) and not how many are actually business or residential end users.”*
Please comment.
Yes. Verizon possesses information on its residential, small business and big
business access lines, and DSL services are provisioned over these access lines
(or loops). The Commission should not accept Verizon’s claim that it does not
have information on the types (residential/small business/big business) of those
end-users who (subscribe to and) are provided access lines over which DSL
services are provisioned without clear and convincing support for this claim.
In Exhibit DBT-1, the company uses the word “establishments”. Has the
company explained its “establishments” in Exhibit DBT-1 of Mr. Trimble’s
testimony and its “establishments” above?

No. In Exhibit DBT-1, the company did not restrict its “establishments” to

businesses. However, in its statement quoted above, the company appears to

60 Company response to Staff Data Request QL-5.
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restrict “establishments” to businesses — “business establishments” and to
distinguish “households” from “business establishments”. Not only it is unclear
what the company means by “establishments”, but it also is unclear whether
“establishments” in Exhibit DBT-1 has the same meaning as “establishments”
used in the above-quoted Verizon statement.
Do you have any other comments regarding information provided by the
company?
Yes. In Staff Data Request QL-11, I request that the company provides
information on customers who are located more than 18,000 ft from their COs for
each exchange, the company instead provides information for each of the xx 11-
digit CLLI codes.”’ While each switch is assigned a unique 11-digit CLLI code,
not every 11-digit CLLI represents a switch. Some CLLI codes are associated
with telecommunications equipments (e.g., pair gain device) that are located
outside the COs or simply on a street corner. Verizon claims to have xx switches
in Table 3 of Mr. Trimble’s testimony. Thus at least a significant number of the
xx 11-digit CLLI codes do not represent switches and they may represent
telecommunications equipment that is even located outside the CO. Not only the
company fails to provide information as requested, but also it is unclear what the

company means by providing the number of customers who are located at more

than 18,000 ft from a piece of telecommunications equipment which is not a

%! Company response to Staff Data Request QL-11. CLLI: Common Language Location Identifier.
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switch or even located in a CO. Worse, I cannot extract the requested information
from what was provided by the company.

Second, there seems to be some inconsistency between different data sets
provided by the company. The company reports xx Central Office Locations in
its response to Staff Data Request QL-3 while it reports xx switches in Table 3
of Mr. Trimble’s testimony. Verizon does not explain why it has more Central
Office Locations than switches. Does this mean that some of its Central Office
Locations do not have switches? Then why are they counted Central Office
Locations? Moreover, while listing 414 exchanges in Exhibit DBT-1, Mr.
Trimble references 413 exchanges in its testimony.”

Third, the company does not provide information in a standard or unified
form, which makes it impossible to consolidate data sets provided or to extract
usable information. For example, the company provides information by exchange
in Exhibit DBT-1 and DBT-2, with the numbers of exchanges in these two
Exhibits being different. The company, however, provides information by Central
Office Location in its response to Staff Data Request QL-3. In its response to
Staff Data Request QL-11, the company, when requested to provide information
by exchange, provides information for each 11-digit CLLI codes (some of which
may not represent any switches in any COs). Finally, there is no clear association
between the company’s (more than xx) wire centers (WCs) and (xx) Central

Office Locations or (xx) exchanges. Thus, this non-uniformity in providing

62 See, for example, page 10 (Line 209) of Mr. Trimble’s testimony.
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information makes it impossible to consolidate the different data sets and make
use of information provided.

Overall, much of the data provided by the company is of very poor quality

and I have not been able to extract much usable information to facilitate my

analysis.

Does this conclude your testimony?

Yes.
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