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Provide ARC et al's views on AT&T's proposal as provided in AT&T's 20 August 2001 submission. 

RESPONSE:

ARC et al will provide its views on AT&T’s proposal in final argument.
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Provide ARC et al's view on Call‑Net's proposal as provided in Call-Net's 20 August 2001 submission. 

RESPONSE:

ARC et al will provide its views on Call-Net’s proposal in final argument.  

September 13, 2001
ARCetal(The Companies)31Aug01‑10 PC


Page 1 of 1
Reference:  Testimony of Trevor Roycroft, paragraph 15

At paragraph 15 of his testimony, Dr. Roycroft states that "[a] price cap plan with an X factor that is set unreasonably low does not provide a sufficient incentive framework."

a)
Would Dr. Roycroft agree that incentives for greater efficiency under price caps arise from the fact that the firm will not be penalized for its efforts, rather than from any specific value of X?

b)
Explain why a low X‑factor would not be as effective as a high X‑factor in providing incentives to maximize financial performance.

Reply:
a)
Dr. Roycroft believes that it is important to include the context of the above-quoted portion of his testimony at paragraph 15, especially the sentence preceding the sentence from which this fragment is drawn.

Furthermore, it is not clear what is meant by “the fact that the firm will not be penalized for its efforts. . .”  Firms under price cap regulation may be subject to downside risks associated with decisions they make.  However, Dr. Roycroft does believe that the specific value of an X factor contributes to incentives of a price-cap-regulated firm to improve efficiency.

b)
Suppose that a simplified price cap constraint has the form ΔPCI = ΔGDPPI - X.  Suppose that X is set equal to zero.  The firm would thus have the ability to raise average prices by ΔGDPPI.  The firm could improve financial performance without taking any cost cutting measures.  If the X factor was set to a “high” value, as the question suggests, then price decreases might be required to comply with the cap.  Improved financial performance would thus require efficiency improvements.  The question refers to maximization of financial performance.  While maximization is certainly a useful assumption within the context of economic modeling, the role of maximization in actual business practices is less clear.  For example, attempts at “maximization” might introduce high degrees of volatility, which could be viewed unfavorably by investors.  Achievement of “maximization” is difficult to demonstrate, outside of the context of mathematical models.  Achievement of targets or objectives can be demonstrated and is practiced.
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Reference:  Testimony of Trevor Roycroft, paragraph 14

At paragraph 14 of his testimony, Dr. Roycroft states that price cap regulation "should strive to emulate outcomes that would be experienced in competitive markets."  At paragraph 39, footnote 27, he states that TFP estimates, rather than marginal cost trends, continue to be appropriate in developing X factors.

a)
Confirm that, in competitive markets, prices tend to vary proportionally with marginal costs.

b)
Confirm that TFP measures, as commonly used in telecommunications, capture productivity gains on a company‑wide basis, rather than for specific services or groups of services.

Reply
a)
In a textbook model of perfectly competitive markets, the statement is correct.  Marginal cost is defined as the change in the total cost of production resulting from an extremely small change (upward or downward) in the level of output. Marginal cost is the first derivative of the total cost function with respect to output, which assumes the cost function is continuous and smooth. Thus, the minimal measurable change can be extremely small–one more second of calling duration, or one more local loop.   Unlike average cost, marginal cost is not influenced by fixed costs. Marginal cost is affected only by variable costs. In practical applications, the cost function is not necessarily smooth or continuous, and fixed costs may make up a large proportion of total costs.  To overcome these limitations, concepts and methodology associated with measurement of Total Service Long Run Incremental Costs are more desirable when analyzing costs for multi-product telecommunications providers.

Whether prices tend to vary proportionally with marginal costs in non-textbook cases depends on the cost structure associated with an industry and the degree of competition.  For example, the airline and telecommunications industries are both characterized by high fixed costs and low marginal costs.  Airlines that operate in markets with multiple providers do not set ticket prices based on the marginal cost of adding a passenger to a flight which has seats available.  In this case marginal cost is very close to zero, however, airlines are observed to charge non-zero prices.  Industries that operate without price regulation constraints, and which experience high fixed and low marginal costs, are observed to set prices based on perceived demand conditions and with regard to cost recovery oriented to an average cost or average total service cost perspective.
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b)
This depends on the structure of the TFP study.  The FCC’s TFP model focuses on the regulated operations of the companies in question.  State proceedings with which Dr. Roycroft is familiar have also utilized analyses of regulated operations.
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Reference:  Testimony of Trevor Roycroft, paragraph 46

At paragraph 46 of his testimony, Dr. Roycroft states that efficiency gains from expanding economies of scope must be taken into account.  Confirm that an approach to measuring efficiency gains based on trends in marginal costs by definition takes into account economies of scope.

Reply
Economies of scope can only appear in cases of multi-product production.  Marginal cost measures in a multi-product production context would be associated with partial derivatives of the total cost function.  If economies of scope are associated with productive capacity that is fixed in nature, then marginal costs will not reflect economies of scope.  As was discussed in response to question 11 (a), above, TSLRIC concepts are preferred when multiproduct production is characterized by high fixed costs and discontinuities in the cost function.  By using TSLRIC analysis, and by allocating joint and common costs, unit cost estimates that reflect economies of scope could result.
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Reference:  "The Impact of State and Federal Regulation on RBOC Productivity Growth–A State‑Level Analysis", by Trevor R. Roycroft, filed as Attachment TRR‑2 

Do the models and results described in section 6.3 of Dr. Roycroft's article allow Dr. Roycroft to distinguish TFP growth during an initial pure price cap period from TFP growth during a second or renewed period of pure price caps?  Explain.  

Reply
The results shown in Table 10 indicate that when comparing results of state price cap plans combined with the FCC price cap regime in place until 1997 with state price cap plans combined with the FCC price cap regime that was in place after 1997, a statistically significant change did not result.  The main regression results, however, show that when compared with rate-of-return regulation, combinations of both state price cap and state incentive plans with either FCC price cap regime result in statistically significant increases in TFP growth.
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Reference:  "The Impact of State and Federal Regulation on RBOC Productivity Growth–A State‑Level Analysis", by Trevor R. Roycroft, filed as Attachment TRR‑2 

With respect to the model of TFP growth described in Attachment TRR‑2:

a)
Provide all of the disaggregated data and assumptions necessary to replicate the results of the model, including a description of the estimation technique and software package used to obtain the parameter estimates.  Identify the specific source of all of the data used to estimate the model.

b)
Indicate whether Dr. Roycroft has undertaken any sensitivity analysis of the results by including additional explanatory variables in the model such as real GDP?  If not, explain why not.  If so, identify the alternative explanatory variables assessed and provide the results of the regressions in a similar format to that of Table 9.  

c)
Provide data on real GDP over the time period used in the model and identify the source of this data.

Reply
a)
For a description of the estimation technique, see section 6.2 of Attachment TRR-2.  The software package utilized was SHAZAM, version 7.0.  Data on TFP was derived from ARMIS information and is shown in tables 4, 5, and 6 of Attachment TRR-2.  Data on state regulatory classifications was developed using information from state utility commission orders and Abel and Clements, 1998 (as cited in the paper), this data is shown in tables 1, 2, and 3 of Attachment TRR-2.  Data on access lines and fiber optic cable deployment was taken from FCC ARMIS information.  It is shown below in table 14 PC #1.

Table 14 PC #1

FIBER
Access Lines

Illinois
1986
2,237
4,860,754


1987
3,212
4,966,280


1988
105,187
5,016,623


1989
70,505
5,151,813


1990
92,281
5,279,687


1991
177,184
5,404,549


1992
278,539
5,527,274


1993
315,502
5,701,763


1994
356,698
5,888,904


1995
397,890
6,116,830


1996
513,528
6,320,545


1997
595,411
6,682,969


1998
699,080
6,865,260

Indiana
1986
1,876
1,466,794


1987
2,309
1,511,435


1988
41,235
1,537,079


1989
32,895
1,619,140


1990
38,118
1,649,890


1991
75,265
1,681,532


1992
97,874
1,739,755


1993
124,117
1,822,965


1994
152,018
1,881,001


1995
179,837
1,968,653


1996
205,347
2,035,449


1997
233,670
2,116,948


1998
273,098
2,191,379

Ohio
1986
830
3,007,254


1987
1,572
3,078,513


1988
38,647
3,104,181


1989
31,584
3,175,553


1990
45,153
3,228,974


1991
90,858
3,273,853


1992
138,443
3,339,386


1993
78,255
3,439,876


1994
280,079
3,537,182


1995
334,694
3,676,722


1996
516,746
3,801,803


1997
644,364
3,931,718


1998
744,140
4,013,943

Wisconsin
1986
1,036
1,552,691


1987
1,283
1,592,209


1988
33,904
1,609,629


1989
26,172
1,652,446


1990
39,375
1,706,195


1991
64,248
1,750,697


1992
72,246
1,799,216


1993
78,255
1,861,870


1994
91,618
1,933,477


1995
91,618
2,015,821


1996
157,872
2,084,917


1997
208,565
2,161,064


1998
241,395
2,130,516

Michigan
1986
1,802
3,867,760


1987
2,570
3,945,685


1988
105,393
3,993,790


1989
83,367
4,094,379


1990
117,799
4,184,662


1991
241,347
4,256,492


1992
410,533
4,372,947


1993
539,744
4,501,982


1994
598,737
4,651,378


1995
628,674
4,848,587


1996
761,843
4,989,340


1997
821,387
5,187,050


1998
897,346
5,309,672

DE
1986
215
357,624


1987
327
378,235


1988
13,922
389,346


1989
15,794
407,219


1990
17,569
407,833


1991
31,229
428,009


1992
27,031
428,577


1993
33,710
440,956


1994
51,427
456,909


1995
59,201
481,685


1996
70,194
505,643


1997
99,999
534,251


1998
130,661
565,706

MD
1986
661
2,441,165


1987
48,871
2,555,062


1988
62,510
2,639,233


1989
96,387
2,742,423


1990
153,274
2,772,272


1991
200,430
2,891,597


1992
253,038
2,897,473


1993
322,369
2,972,349


1994
379,473
3,069,118


1995
452,062
3,218,557


1996
485,342
3,363,270


1997
532,727
3,562,013


1998
589,779
3,728,363

NJ
1986
1,204
4,333,114


1987
1,798
4,486,907


1988
2,536
4,643,308


1989
125,735
4,767,336


1990
191,984
4,765,654


1991
366,565
4,957,049


1992
617,250
4,958,903


1993
854,599
5,045,164


1994
1,030,029
5,204,279


1995
1,199,966
5,432,331


1996
1,312,278
5,692,532


1997
1,538,752
6,088,392


1998
1,865,732
6,443,039

PA
1986
4,322
4,726,118


1987
3,926
4,850,156


1988
142,953
4,978,927


1989
177,778
5,128,748


1990
214,359
5,126,679


1991
309,063
5,328,299


1992
460,545
5,279,315


1993
581,730
5,350,414


1994
730,727
5,487,783


1995
763,532
5,693,021


1996
900,725
5,896,590


1997
1,056,639
6,141,571


1998
1,265,080
6,370,500

VA
1986
1,831
2,227,036


1987
80,039
2,341,964


1988
109,669
2,426,062


1989
135,892
2,517,541


1990
188,236
2,544,128


1991
304,562
2,632,711


1992
421,992
2,692,962


1993
559,113
2,771,221


1994
696,423
2,879,743


1995
787,802
3,042,956


1996
855,438
3,195,463


1997
917,343
3,408,763


1998
979,608
3,600,338

WV
1986
201
638,079


1987
11,838
651,833


1988
20,484
660,020


1989
38,666
666,682


1990
56,971
661,461


1991
77,703
680,119


1992
109,225
689,192


1993
136,150
703,533


1994
158,860
719,268


1995
177,966
743,294


1996
187,997
763,375


1997
208,033
795,436


1998
244,705
826,822

CA
1986
4,471
11,877,608


1987
4,780
12,330,155


1988
173,503
12,668,482


1989
238,784
13,206,753


1990
298,070
13,805,866


1991
396,560
14,757,231


1992
489,749
15,019,795


1993
586,347
15,352,787


1994
665,095
15,017,260


1995
751,680
15,494,739


1996
839,719
16,277,368


1997
938,346
17,231,160


1998
1,028,647
17,915,591

NEV
1986
21
185,211


1987
103
195,087


1988
4,776
201,303


1989
4,806
212,488


1990
5,452
224,203


1991
10,629
237,508


1992
11,662
249,267


1993
17,009
261,039


1994
19,174
271,311


1995
24,631
286,676


1996
29,817
307,324


1997
34,955
326,212


1998
35,602
341,508

b)
Dr. Roycroft considered the possibility of including real GDP growth in his analysis.  However, Dr. Roycroft included control for change in access line growth.  Dr. Roycroft believes that access line growth and GDP growth are correlated and thus adding the correlated variable would be inappropriate.

c)
This analysis has not been undertaken by Dr. Roycroft.
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Reference:  Testimony of Ms. Alexander, paragraph 10, footnote 4tc \l2 "Reference:  Testimony of Ms. Alexander, paragraph 10, footnote 4
1

SEQ 2_4 \* alphabetic \r 0   For the period 1990 until the present, provide all decisions of the Montana PSC with respect to US West (now Qwest) in which quality of service was an issue.

b)  Indicate in which year Qwest entered into price cap regulation under the Montana PSC and provide the relevant regulatory decision.

RESPONSE:
(a)
Ms. Alexander does not readily have available all of the Montana PSC’s decisions with respect to US West (now Qwest) in which quality of service was an issue.  However, the most recent decisions are available on the PSC’s website:  http://www.psc.state.mt.us/tcom/tcom/html  See particularly the Order issued on May 9, 2000 in response to the merger request of US West and Qwest, Docket No. D99.8.200, Order No. 6199d.  Paragraphs 65-68 describe the background in US West’s performance in Montana (and throughout the US West service territories). 

(b)
After a review of her files, Ms. Alexander cannot now document the form of regulation to which US West was subject in the early 1990’s in Montana.
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Reference:  Testimony of Ms. Alexander, paragraph 15tc \l2 "Reference:  Testimony of Ms. Alexander, paragraph 15
Provide the following information separately for Verizon in Maine, Vermont, Massachusetts and New York:

a)   Indicate the form of regulation to which Verizon is subject in each state.

b)   For each state, provide the most recent decision which sets out the terms and conditions of such regulation.

c)   For each state, provide any other decisions, agreements and/or other documentation which explain the service quality plan to which Verizon is subject.

RESPONSE:  
(a)
Verizon is subject to a multi-year alternative rate plan in each of the cited states in which earnings are subject to a price cap formula and the company has pricing flexibility for certain “competitive services” (the definition of which varies among the states) and in which local exchange service for residential and small business customers is subject to price regulation.  In each state the regulator also adopted or required a service quality monitoring and penalty plan. 

(b)
Ms. Alexander referenced the most recent decision for Massachusetts, Maine, and Vermont in her Direct Testimony, providing citations and Internet addresses.  With respect to New York, the most recent information can be accessed at http://www.dps.state.ny.us/telcomNews.html and Verizon’s most recent service quality report (filed in compliance with its Performance Regulation Plan) is available at http://www.dps.state.ny.us/fileroom/doc10152.pdf
(c)
Ms. Alexander is not aware of other decisions.
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Reference:  Testimony of Ms. Alexander, paragraph 21

At paragraph 21, Ms. Alexander states:

"the 13 states served by US West (now Qwest) have endured over a decade of poor service quality that began to be documented in the early 1990's after most of states adopted a multi‑year alternative rate plan"

Provide the following information separately for each of the 13 states served by Qwest:

a)
Discuss the performance achieved by Qwest with respect to each service indicator.

b)
Indicate in which year Qwest entered into price cap regulation in that state and provide a copy of the relevant decision.

RESPONSE:  

Ms. Alexander does not have the service quality data for all of the US West states in a form that allows a response to question (a) nor does she have the information for every state that allows a response to question (b).  

Ms. Alexander has maintained files organized by state that are periodically updated for the preparation of testimony on service quality issues.  With respect to the US West states, she has files (with varying degrees of recent information) on Oregon, Washington, Montana, Idaho, Colorado, Minnesota, and Utah that she has gathered over the last 6 years.  Much of her research was gathered in preparation of testimony filed in Canada (on behalf of TWU), Illinois, Maine, and New Jersey or assistance to staff in negotiations in Vermont.  Those testimonies contain summaries of telephone service quality developments and service quality performance information available at that time.  Attached is a summary of state telephone service quality activity linked to alternative rate plans, dated January 1997.

The US West states themselves formed a Regulatory Oversight Committee (“ROC”) in which state regulators met at least annually to compare information and developments concerning US West.  The service quality performance of US West has been a major topic of these meetings. Attached are materials from the early meetings in 1994 and 1996.  

For more recent information, see, for example, the reports submitted by the states for the 1999 ROC meeting, available at the Washington Utilities and Transportation Commission website:  http://www.wutc.wa.gov/webdocs.nsf/be4e5cc09d8c87408825650200778c6b/f2d6c8d98c2963328825675c006e52d3!OpenDocument .  
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Ms. Alexander’s files on Oregon include the PUC’s Order issued on May 19, 1997, Order No. 97-171, in which the Commission recites its regulatory history with US West  (“The deterioration in USWC’s service quality began during the time when USWC was operating under an AFOR approved by the Commission in Order No. 91-1598.”) and reduces the company’s revenue requirement by $97.4 million.  In this order, the Commission states that it had adopted an Alternative Form of Regulation for US West in January 1992 which was due to expire on December 31, 1996 (Order No. 91-1598), but on April 1996 the Commission reinstated rate-of-return regulation for US West because of the company’s inability to correct its service quality problems.  Order No. 96-107.   The service quality failures described by the Commission include increased trouble report rates, held order for primary lines, and customer complaints.  These orders are available at the PUC of Oregon’s website:  http://www.puc.state.or.us/  (then click on “Orders”).   

Ms. Alexander’s testimony on telephone service quality matters before the CRTC (on behalf of the TWU), Illinois Commerce Commission (on behalf of the Citizens Utility Board), Maine PUC (on behalf of the Office of Public Advocate) and New Jersey Board of Public Utilities (on behalf of the Division of Ratepayer Advocate), and Pennsylvania PUC (on behalf of the Office of Consumer Advocate) are attached.  Because of their voluminous nature, these attachments are being provided only to the Commission, Bell, TELUS, and Call-Net. Other parties may obtain copies upon request to PIAC (contact Donna Brady at tel: 613-562-4002 x.21).

In addition, Ms. Alexander’s voluminous files on service quality orders and reports organized by state are available for inspection upon request.  

ATTACHMENTS:

1: 
Summary of Recent State Telephone Service Quality Activity Linked to Alternative Rate Plans, Barbara Alexander, January 1997

2: 
Regulatory Oversight Committee documents

3: 
Evidence of Barbara Alexander on behalf of TWU in re: CRTC PN 96-8: Price Cap Regulation and Related Issues, Aug.21, 1996

4: 
Direct Testimony of Barbara Alexander on behalf of the Citizens Utility Board, Illinois Commerce Commission docket no. 96-0178, Jan.22, 1997

5a: 
Direct Testimony of Barbara Alexander on behalf of the Maine Office of Public Advocate, Maine PUC, Docket No. 99-851, Jan.8, 2001

5b: 
Rebuttal Testimony of Barbara Alexander on behalf of the Maine Office of Public Advocate, Maine PUC, Docket No. 99-851, Feb.16, 2001

6: 
Direct Testimony of Barbara Alexander on behalf of the New Jersey Division of the Ratepayer Advocate, New Jersey Board of Public Utilities docket no. TO01020095, May 15, 2001

7: 
Direct Testimony of Barbara Alexander for the Office of the Consumer Advocate, Pennsylvania PUC, docket no. M-00001353, October 10, 2000
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Reference:  Testimony of Ms. Alexander, paragraph 21
At paragraph 21, Ms. Alexander states:

"In a 1996 rate decision, the Washington Utilities and Transportation Commission reduced US West's rate of return by $7.5M specifically because of poor service quality."  

a

SEQ 2_2 \* roman \r 0    Confirm that this decision was made on the basis of rate base/rate of return regulation.

b)   Indicate whether Qwest (formerly US West) is now regulated by the (Washington Utilities and Transportation Commission) on the basis of price cap regulation and, if so, provide a copy of the relevant decision.

RESPONSE:  
As stated by the WUTC in its rate order, “It [this rate case proceeding] is important from a historical perspective because it is the first general rate case filed by USWC since 1982, and thus the Commission's first opportunity in that time to examine the Company's overall operations.  The Commission in February 1989 filed a complaint on its own motion against the Company's rates.  A settlement agreement resolved the complaint and resulted in a $337.75 million rate decrease over five years.  The agreement also instituted an alternative form of regulation (AFOR) for the Company, which reduced the Company's regulatory burdens.
  The AFOR ended in December, 1994, and its termination was one of the reasons this case was filed.”  Docket UT-950200, at 8, available at http://www.wutc.wa.gov/webdocs.nsf/6529ee64a98531398825650200787e65/5e6da69fa6fcc0ac8825644f007b996a!OpenDocument 

It is Ms. Alexander’s understanding that Qwest is currently regulated by the WUTC on the basis of rate of return regulation.
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Reference:  Testimony of Ms. Alexander, paragraphs 34 to 60
a)   Identify those telephone companies in the U.S. which are subject to price cap regulation and which are also subject to a penalty scheme for service quality which is similar to that proposed by Ms. Alexander and in each case describe the plan.

b)   Identify the regulator of each telephone company listed in part a).

c)   For each telephone company listed in part a), provide the relevant regulatory decision which details the workings of the penalty scheme.  If this decision is other than the relevant price cap decision, provide the price cap decision as well.

d)   For each telephone company listed in part a), provide the quality of service indicators which are covered by the penalty scheme and the applicable service standard for each indicator.

e)   For each telephone company listed in part a), provide the maximum penalty payable, in terms of dollars, if the standards for all quality of service indicators are not met.

f)   For each telephone company listed in part a), provide the maximum penalty payable, in terms of percentage of revenues subject to the price cap, if the standards for all quality of service indicators are not met.

RESPONSE:  
Ms.Alexander does not have a comprehensive list as sought by this response.  Her files, organized by state, are available for review upon request.  See the testimony filed in other jurisdictions attached to the response to ARCetal(The Companies)31Aug01‑17 PC.tc \l2 "RESPONSE:  Ms.Alexander does not have a comprehensive list as sought by this response.  Her files, organized by state, are available for review upon request.  See the testimony filed in other jurisdictions attached to the response to ARCetal(The Companies)31Aug01‑17 PC.
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Reference:  Testimony of Ms. Alexander, paragraphs 40 and 46

a)   Assuming that the Commission standard for an indicator is x% and a company's average annual performance for that indicator is y% (which is a value less than x%), provide the formula which shows how the number of "Points incurred for service quality failure" for that indicator would be calculated.

b)   Using the example given in paragraph 46, provide detailed calculations showing how the figure of 9.98 points was derived. 

RESPONSE:  

Ms. Alexander did not provide a formula, but her example in Paragraph 46 calculated the percentage deterioration (80% - 78.1% = 1.9; 1.9 / .8 = 2.375 or 2.38%), then applied that percentage deterioration to the maximum 10 points (10 - .0238) for a total award of 9.98 points.  
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Reference:  Testimony of Ms. Alexander, paragraph 43
a)   Expand the table provided in paragraph 43 to include a column showing "Actual Performance", assuming that the Commission standard for an indicator is 80%.

b)   Expand the table provided in paragraph 43 to include a column showing "Actual Performance", assuming that the Commission standard for an indicator is 90%. 

RESPONSE:  
Ms. Alexander does not understand this request.  The Table in paragraph 43 does not refer to any specific performance standard.  Rather, the Table is applicable once the level of deterioration (as reflected by a point total for any category that is less than 10) is determined on an annual basis for each category of performance.
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Reference:  Testimony of Ms. Alexander, paragraph 43tc \l2 "Reference:  Testimony of Ms. Alexander, paragraph 43
Using the assumptions provided in this table, confirm that if the average performance of Bell Canada were 79% for all quality of service indicators for which the standard was 80% and 89% for all quality of service indicators for which the standard was 90%, that Bell Canada would be subject to a penalty of $60 million.

RESPONSE:  
Under Ms Alexander’s recommended approach, each category is evaluated separately and the penalty is calculated separately for each performance area.  If Bell Canada reported a 79% annual average performance for an indicator in which the standard is 80%, this would represent 1.25% deterioration in service quality for that performance indicator.   When applied to the 10 point total applicable to the performance indicator, 9.875 points are awarded, resulting in a penalty of $4 million for that indicator pursuant to the Table in Paragraph 43.  The total annual penalty dollars would reflect the sum of the penalty dollars calculated separately for each performance indicator.
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Reference:  Testimony of Ms. Alexander, paragraph 51
Identify the states where the regulator requires that the telephone company send its customers an annual bill insert providing details of the company's performance with respect to the regulator's standards for all quality of service indicators prescribed by that regulator and provide a sample of these inserts.

RESPONSE:  

Ms. Alexander has not gathered data on every state.  In Maine, the PUC rejected the proposal that the company provide an annual service quality report to its customers, but continued to require Verizon to inform customers that any customer rebate or credit due to service quality penalties be identified on customer bills as “REBATE FOR BELOW-STANDARD SERVICE QUALITY” [Maine PUC Order, Docket No. 99-851, at 50, citation as provided in fn.7, Testimony].  In Vermont, Verizon is required to propose how customers will be informed concerning its service quality performance as part of its annual filing with the Public Service Commission.  Ms. Alexander filed testimony in a proceeding before the Washington Utilities and Transportation Commission concerning Puget Sound Energy that resulted in a stipulated service quality index associated with a multi-year rate plan in which the Company committed to issue a service quality report to its customers.  A copy of the 2000 report is available at http://www.pse.com/pdfs/SQIReportCard_2774.pdf .
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Reference:  Testimony of Ms. Alexander, paragraph 59, footnote 16
a)   Provide a copy of the recently adopted legislation of the Illinois legislature.

b)   Provide a copy of the most recent price cap and/or revenue requirement decisions issued by the Illinois Commerce Commission for those companies which are subject to the legislation in part a).

c)   Provide a copy of the most recent decisions which set out the quality of service indicators and standards for those companies which are subject to the legislation in part a).

RESPONSE: 

The legislation is available on the Internet at the citation provided in Ms. Alexander’s testimony in fn. 12.  The Illinois CC decisions and orders with respect to Ameritech (now SBC Communications) can be accessed at http://www.icc.state.il.us/icc/tc/doc.asp .  The Commission issued a press release on July 10, 2001 that describes a new rule, eff. August 1, that requires Illinois telecom companies to provide customers with credits to their bills when service is interrupted for more than 24 hours, or not installed within the standard five business days, noting that the new rule is drawn directly from the provisions of the newly enacted HB 2900, Public Act 92-0022.  This press release can be found at http://www.icc.state.il.us/icc/tc/doc/010710creditPR.pdf .
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Reference:  Testimony of Ms. Alexander
Indicate whether Ms. Alexander has recommended a quality of service penalty program in any other regulatory jurisdiction.  If so, indicate which ones and provide copies of the resulting regulatory decisions that were made in each of those proceedings.

RESPONSE:  
See response and attachments to ARCetal(The Companies)31Aug01‑17 PC for Ms. Alexander’s service quality testimony.  With respect to the regulatory decisions, her testimony provided citations to the Maine and Vermont
 decisions.  Ms. Alexander does not have the Illinois decision, but it may be located on the ICC website (http://www.icc.state.il.us).  The CRTC decision in response to Ms. Alexander’s testimony in 1997 is well known to Canadian telecommunications providers.  The New Jersey BPU has not yet ruled on the pending alternative rate plan proposal by Verizon NJ.  Ms. Alexander’s testimony in Pennsylvania was primarily concerned with the pending proposal for structural separation, but she did address the need for service quality penalties in that proceeding as well and that testimony is also attached.  The final order of the Pennsylvania PUC is available at http://puc.paonline.com/agenda_items/2001/pm032201/osa-111.pdf tc \l2 " 
�      RCW 80.36.135 authorizes the Commission to "waive such regulatory requirements under Title 80 RCW for a telecommunications company subject to an alternative form of regulation as may be appropriate to facilitate the implementation of this section[.]"  In adopting the plan, the Commission found that the public policy goals of RCW 80.36.300 would be achieved; that the goals delineated in RCW 80.36.135 would be met; and the conditions for approving the plan contained in that statute would be satisfied.  


� Ms. Alexander did not submit testimony in the Vermont proceeding, but assisted the Department Staff in the negotiation of a Service Quality Index that was approved as part of the Alternative Regulation Plan.





