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 Ronald D. Richards Jr., being duly sworn, deposes and says that he is an employee of 
Foster, Swift, Collins & Smith, P.C., and that on May 30, 2006, copies of:  (1) the Application 
of The Michigan Exchange Carriers Association, Inc., (2) the Testimony of David S. 
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regarding Mr. Isiogu, via hand delivery.   
 
 
       ___________________________________ 
       Ronald D. Richards Jr.  
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APPLICATION 
 

 The Michigan Exchange Carriers Association, Inc. (“MECA”), through its attorneys, 

Foster, Swift, Collins & Smith, P.C., files this application, on behalf of its members,1 to resolve a 

dispute with Verizon North, Inc. and Contel of the South d/b/a Verizon North Systems.  The 

dispute relates to measurement of usage and payment of usage-based charges.  Verizon has 

refused to pay charges lawfully billed for (1) terminating toll access service, (2) local transport 

                                                 
1 MECA’s members are Ace Telephone Company of Michigan, Inc., Allendale Telephone Company, Baraga 
Telephone Company, Barry County Telephone Company, Blanchard Telephone Association, Inc., Bloomingdale 
Telephone Company, Inc., Carr Telephone Company, CenturyTel of Michigan, Inc., CenturyTel Midwest-Michigan, 
Inc., CenturyTel of Northern Michigan, Inc., CenturyTel of Upper Michigan, Inc., Farmers Mutual Telephone 
Company d/b/a Chapin Telephone Company, Chatham Telephone Company, Chippewa County Telephone 
Company, Communication Corporation of Michigan, The Deerfield Farmers Telephone Company, Drenthe 
Telephone Company, Hiawatha Telephone Company, Island Telephone Company,  Kaleva Telephone Company, 
Lennon Telephone Company, Midway Telephone Company, Ogden Telephone Company, Ontonagon County 
Telephone Company, Pigeon Telephone Company, Sand Creek Telephone Company, Shiawassee Telephone 
Company, Springport Telephone Company, Upper Peninsula Telephone Company, Waldron Telephone Company, 
Westphalia Telephone Company, The Winn Telephone Company, and Wolverine Telephone Company. 
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and termination service, (3) originating toll access service, and (4) billing and collection services 

performed in connection with originating toll access service.  Among other things, MECA seeks 

a declaration that the charges at issue are appropriately based on agreed-upon usage or the actual 

usage that is measured at the end offices of MECA’s members.  Verizon should be ordered to 

pay the full amounts of the bills rendered for these services.  In support of this application, 

MECA states: 

THE PARTIES 

1. MECA is an association whose membership is comprised of 33 small incumbent 

local exchange carriers in Michigan who generally serve rural areas of the state (the “Rural 

ILECs”).  The Rural ILECs provide basic local exchange service, toll access service, and local 

transport and termination service.  MECA has been involved since its inception in 1987 in 

representing the Rural ILECs before the Michigan Public Service Commission (“MPSC” or 

“Commission”), in administering the access and other tariffs that are filed on their behalf, and in 

providing information, representation, and general assistance to its members in inter-company 

relations, legislative matters, and general business matters relating to telecommunications issues 

of interest to its members.  MECA has been involved in many proceedings at the Commission on 

their behalf, including Case No. U-11298, involving SBC’s similar attempt to impose changes in 

terminating access usage on the Rural ILECs.  MECA’s address is 124 W. Allegan, Suite 1400, 

Lansing, Michigan 48933. 

2. Upon information and belief, Defendants Verizon North Inc. and Contel of the 

South, Inc. d/b/a Verizon North Systems are Wisconsin corporations with their principal place of 

business at 100 Executive Drive, Marion, OH 43302.  (Defendants are hereinafter collectively 

referred to as “Verizon”).  Verizon maintains an office and conducts business in Michigan.  
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Verizon’s Michigan office is located at 860 Terrace Street, Muskegon, MI 49440. 

JURISDICTION 

3. The Commission has jurisdiction over this application pursuant to the Michigan 

Telecommunications Act (the “MTA”), MCL 484.2101 et seq.  More specifically, sections 203 

through 205 of the MTA, MCL 484.2203-05, provide that the Commission has the authority to 

resolve disputes between telecommunications providers.  See also MCL 484.2305a(2), (6), and 

(7) (regarding disputes between providers related to the payment of tariffed rates and related to 

compensation rights and obligations between providers who originate, forward, or terminate 

intrastate traffic). 

THE DISPUTE 

4. The Rural ILECs provide toll access and local transport and termination services 

to other carriers to allow them to originate and/or terminate calls in the Rural ILEC exchanges.  

Verizon is a tandem company that has several tandems that interconnect with Rural ILEC end 

offices.  Calls routed to or from many Rural ILEC exchanges are routed through Verizon 

tandems.  Verizon also is a toll provider that uses the switched toll access services of the Rural 

ILECs in order to terminate toll calls and, until approximately mid-2005, used the switched toll 

access services of many of the Rural ILECs to originate toll calls.  Verizon further uses the local 

transport and termination services provided by the Rural ILECs to terminate local calls in areas 

where Verizon has Extended Area Service or Expanded Local Calling. 

5. As indicated above, a dispute has arisen between Verizon and MECA, on behalf 

of the Rural ILECs, with regard to usage and the imposition of charges for toll access and local 

transport and termination services.  There are four main areas of dispute relating to the 

following: (1) terminating toll access service, (2) terminating local transport and termination 
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services, (3) originating toll access service, and (4) billing and collection services rendered in 

connection with originating toll access service. 

Terminating Toll Access 

6. The first area of dispute relates generally to terminating Feature Group C 

(“FGC”) switched access service provided in connection with toll calls that terminate on the 

facilities of the Rural ILECs.  Switched access charges in the terminating direction are based on 

tariffed rates that are charged on a “per access minute” basis.  Thus, Verizon is required to pay 

the tariffed switched access rate contained in MECA’s MPSC Tariff No. 25 to the Rural ILECs 

for each access “minute of use” for calls that are terminated on a Rural ILEC’s facilities. 

7. More specifically, this portion of the dispute between the parties centers upon 

how the terminating minutes of use are calculated.  Until recently, in the absence of measured 

actual usage, terminating minutes of use were estimated or derived by using a ratio known as a 

Terminating-to-Originating ratio, or a “T/O ratio.”  As a result of MPSC Case No. U-9590, 

Verizon had paid the affected Rural ILECs based on estimated terminating minutes of use 

calculated pursuant to agreed-upon T/O ratios.2  These T/O ratios were used to derive or estimate 

the number of access minutes of use for calls where Verizon is the toll carrier of the calls that 

terminate in the Rural ILECs’ exchanges.  The number of terminating access minutes of use is 

derived from the number of originating access minutes of use.  Rural ILECs provide originating 

access and can identify the toll carriers who carry the originating toll calls from the Rural ILEC 

exchanges to other exchanges.  The Rural ILECs can also identify the minutes of use for 

                                                 
2 Case No. U-9590 was an application filed by MECA on behalf of its then 36 member companies seeking authority 
to revise its MPSC Tariff No. 25 to establish new rates and charges for access service.  In the Commission’s 
November 21, 1990, Order in Case U-9590, the Commission ordered the continued use of the current T/O ratios by 
adopting a settlement agreement entered into between the parties, stating in relevant part, “Existing terminating and 
originating access minute of use ratios will continue to be used by MECA member companies for purposes of billing 
access charges.” 
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originating toll calls.  The T/O ratio is applied to the originating minutes of use of each toll 

carrier that originates calls from a Rural ILEC exchange to derive or estimate terminating 

minutes of use for that same toll carrier (when measuring capability does not exist in the 

terminating direction).  The toll carrier then pays the Rural ILEC the tariffed rate in MECA’s 

MPSC Tariff No. 25 multiplied by the derived or estimated terminating minutes of use.  

8. In March 2005, Verizon notified several Rural ILECs that it intended to 

discontinue providing originating intraLATA toll service in their exchanges.  A T/O ratio cannot 

be used to estimate terminating usage after Verizon discontinues originating service in an 

exchange since, with zero originating usage, it mathematically cannot produce a result.  In 

addition, Verizon, on March 31, 2005, notified several Rural ILECs that Verizon was no longer 

willing to pay based on estimated usage derived from the T/O ratio methodology.  Verizon 

declared that it would provide a report identifying “processed” minutes of use “to be used in the 

invoicing process.”  Verizon further directed the MECA companies to resubmit their invoices for 

February 2005.  Subsequently, on April 21, 2005, Verizon indicated to MECA that estimates 

should not be used when actual usage is available. 

9. MECA agrees with Verizon that actual usage is preferable and that charges 

should be based on actual usage when actual usage is available, accurate, and verifiable.  In this 

regard, each of the Rural ILECs with an exchange that subtends a Verizon tandem now has the 

capability to measure and record actual usage for both terminating and originating traffic.  Most 

of the Rural ILECs are now billing Verizon based on the measured actual usage that they record 

at their end offices.  The Rural ILECs changed from billing based on derived usage to billing 

based on measured actual usage when their switches became capable of doing this, with many of 

them making the necessary changes when Verizon discontinued providing originating toll 
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service in their exchanges.  These Rural ILECs measure terminating actual usage at the end 

office and bill it to Verizon in accordance with the well-established Residual Usage 

Methodology.   

10. Verizon disagrees, however, with the manner in which the usage is determined 

and billed to Verizon, and Verizon is paying only for usage that Verizon determines is 

appropriate in accordance with its own usage derivation system, known as the IntraLATA 

Terminating Access Compensation (“ITAC”) system.  Verizon even indicated that it was 

retroactively altering its payments for two years prior to its discontinuance of toll service to 

substitute its derived ITAC usage for the usage from the agreed-upon T/O ratios. 

11. The Residual Usage Methodology that is used by the Rural ILECs is based on 

measured actual usage and is the proper methodology for billing Verizon for terminating toll 

access service. 

12. Verizon has attempted to impose its derived ITAC usage on the Rural ILECs 

while it has chosen not to utilize other alternatives, such as dedicated trunks, sending signaling 

information with each call, or sending appropriate electronic call detail records on a monthly 

basis after the fact.  

13. Some toll carriers have installed dedicated trunks over which only that toll 

carrier’s traffic travels.  Under these circumstances, the Rural ILECs know that all calls that 

terminate in the exchange on that dedicated trunk belong to that toll carrier.  Dedicated trunks 

eliminate the need for derived usage because all terminating minutes in those trunks can be 

actually measured at the end office and the terminating carrier can be identified.  Verizon, 

however, has refused to dedicate a trunk group over which 100 percent of Verizon’s calls would 

travel. 
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14. Verizon and some toll carriers terminate calls on the Rural ILECs’ networks by 

use of common trunk groups.  In these cases, the tandem company could send signaling 

information with each call to identify the carrier and jurisdiction of the call.  Alternatively, the 

tandem company could send electronic call detail records after the fact to identify the carrier and 

jurisdiction of each call.  Verizon can record at its tandem all information for all traffic carried 

by toll carriers other than Verizon, including the identity of the toll carrier, by way of a carrier 

identification code (“CIC”) or Originating Company Number (“OCN”).  When the toll carrier’s 

CIC or OCN is forwarded as part of the call detail records to the appropriate end office, the call 

detail records are the basis for the billing of actual measured terminating minutes of use.  

Verizon, however, does not include with these call records any information for calls for which 

Verizon itself is the toll carrier. 

15. Verizon has the ability to identify all calls including its own, but has failed to do 

so. 

16. Verizon is now attempting to dictate the use of ITAC.  However, all information 

and processing regarding the ITAC system is under Verizon’s control, and its use would allow 

the access customer (i.e., Verizon in this case) to specify its own usage instead of allowing the 

access service provider (i.e., the Rural ILECs in this case) to bill for the services it renders.  The 

Rural ILECs are not obligated to be forced by an access customer to use a methodology to derive 

usage that is unproven, and is developed and controlled by the access customer itself. 

17. Nothing in MECA’s MPSC Tariff No. 25 or any Commission order suggests to 

give any single access customer, such as Verizon, the opportunity or right to dictate the method 

to be used for derivation or estimation of terminating usage.  MECA and the Rural ILECs are 

responsible for implementation of Tariff No. 25 and they have complete authority to offer 
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service under the rates, terms, and conditions that they establish.  Verizon has the option to 

purchase a tariffed service, but Verizon cannot mandate the methodology to measure, derive or 

estimate terminating minutes of use.  The effect of Verizon’s edict is that it will pay significantly 

less total switched access charges than it should because Verizon’s ITAC methodology grossly 

underestimates Verizon’s level of terminating minutes of use. 

18.  Verizon attempted to unilaterally implement the use of its ITAC methodology 

and notified MECA and the Rural ILECs that invoices for February 2005 and going forward 

would be revised to reflect Verizon’s minutes of use.  Verizon also notified the Rural ILECs that 

it was making retroactive changes to compensation paid for bills rendered prior to that time, 

while the T/O ratios were in effect.  Because of this, Verizon is in arrears for toll access bills.  

The Rural ILECs are entitled to payment based on the T/O ratios previously agreed upon in Case 

No. U-9590 through April 2005, to payment based on the Residual Usage Methodology when it 

was implemented by the Rural ILECs, and to late fees pursuant to MECA’s MPSC Tariff No. 25 

for all payments withheld. 

19. The usage derived by Verizon’s ITAC methodology results in the payment of 

terminating switched access charges significantly less than Verizon would pay if it were billed 

for actual measured terminating minutes of use.  Verizon measures terminating traffic for other 

toll carriers (other than Verizon) at its tandem.  Thus, Verizon is attempting to force the Rural 

ILECs to give Verizon a competitive advantage over other toll carriers by imposing its ITAC 

methodology and refusing to compensate the Rural ILECs based on actual measured terminating 

minutes of use. 

20. Verizon’s imposition of its ITAC methodology to pay the Rural ILECs for 

terminating calls would result in discriminatory and advantageous treatment as compared with 
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other telecommunications providers.  The Rural ILECs are currently billing other toll carriers for 

their actual terminating minutes of use.  Verizon is unilaterally attempting to impose use of its 

ITAC methodology to gain a competitive advantage over other carriers by forcing the Rural 

ILECs to bill Verizon a proportional total access bill significantly less than other toll carriers 

whose usage is measured.  The total access charge bill to Verizon under its ITAC methodology is 

significantly less than Verizon would pay if the companies measured Verizon’s terminating 

minutes of use.   

21. As a result of Verizon’s inappropriate attempts to substitute its own ITAC-based 

usage for the usage derived from the agreed-upon T/O ratios and for the actual usage measured 

by the Rural ILECs, Verizon has significantly underpaid its terminating toll access bills. 

22. Also, with regard to terminating toll access traffic, Verizon continues to send 

traffic to the Rural ILECs that is not properly identified.  As the tandem provider, Verizon is 

responsible for termination charges for any traffic that it sends to the Rural ILECs that is not 

properly identified. 

23. Contrary to Verizon’s position, the “from”-number is not sufficient to identify 

and bill carriers.  Proper identification requires signaling information or electronic call detail 

records. 

24. Another issue related to terminating toll access traffic relates to Unbundled 

Network Element-Platform (UNE-P) traffic.  UNE-P or its replacement is the responsibility of 

UNE-P wholesaler, and the MECA members do not have to subtract that usage as identified 

traffic under the Residual Usage Methodology.   

Local Transport and Termination Service 

25. The second area of dispute relates to the Rural ILECs’ charges for terminating 
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Verizon’s local calls that are sent to the Rural ILECs.  The Rural ILECs provide services to 

Verizon to terminate local calls in their exchanges when Verizon has specified in its local tariff 

that its local service area for Extended Area Service or Expanded Local Calling includes the 

nearby Rural ILEC exchanges.  The Rural ILECs bill for their local termination services 

pursuant to the rates, terms and conditions specified in MECA’s Local Transport and 

Termination Service tariff, MPSC Tariff No. 23(R), or the Rural ILEC’s applicable individual-

company EAS Termination or Local Call Termination tariff, MPSC Tariff No. 10(R). 

26. Verizon is not paying for terminating local traffic in situations where the Rural 

ILEC does not have an interconnection agreement with Verizon.  

27. The Rural ILECs are all classified as “rural telephone companies” under federal 

law, and they are allowed to establish “arrangements” for the transport and termination of 

telecommunications with no obligation to negotiate interconnection “agreements.”  See 47 USC 

251(b)(5), (c)(1), and (f)(1).  The Rural ILECs have satisfied the federal requirement to establish 

these arrangements by filing their applicable tariffs. 

28. Verizon has accepted the services rendered by the Rural ILECs and has received 

the benefit of these services. 

29. Verizon has improperly withheld payment for legitimate charges for termination 

of local calls.  

30. Verizon is responsible for local call termination charges pursuant to tariff.  

Verizon has breached the explicit and/or implied contract between the parties that is set forth in 

the tariff and Verizon would be unjustly enriched by accepting the Rural ILECs’ services without 

paying for them. 
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Originating Toll Access 

31. The third area of dispute relates to originating toll access service.  Verizon has not 

paid for some originating toll access traffic where Verizon was the end user’s pre-selected toll 

carrier and therefore was the originating toll access purchaser.  The Rural ILECs billed Verizon 

for this traffic under MECA’s intrastate access service tariff, MPSC Tariff No. 25. 

32. Verizon has given no legitimate explanation for the failure to pay for this traffic 

but apparently takes the position that it is not responsible for this traffic when the traffic 

terminates to a CMRS provider or facility-based CLEC.  Verizon accepts no responsibility for 

originating toll access charges for calls that terminate to NPA-NXXs that are assigned to CMRS 

providers or facility-based CLECs. 

33. Verizon clearly was the toll carrier for the customer originating the call and 

therefore clearly was the originating access purchaser.  Verizon also has accepted the toll 

revenues that were collected from the toll customers for these calls. 

34. Verizon has violated the applicable tariff and is responsible for the unpaid 

charges for originating toll access service. 

Billing and Collection 

35. The fourth area of dispute relates to billing and collection services that were 

provided in connection with originating toll access service.  Verizon is not paying for some 

billing and collection services where Verizon was the originating toll carrier.  The Rural ILECs 

billed Verizon under a billing and collection annex to an umbrella agreement with each 

company, entitled “Agreement for the Provision of Telecommunications Services and Facilities.” 

36. Sample copies of the annex and agreement accompany the testimony of Mr. 

David S. McCartney that is filed in support of this application.  With the exception of the parties 
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and dates, the terms of the agreements are identical.  Verizon has the agreements in its 

possession, and MECA reserves the right to supplement this filing with information obtained 

from Verizon after discovery. 

37. Verizon is not paying for billing and collection services when the same usage is 

involved as in the originating access charge issue.  In other words, Verizon is not paying when it 

was the toll carrier and the call terminated to an NPA-NXX assigned to a CMRS provider or 

facility-based CLEC.   

38. The calls relating to the billing and collection services were originated by 

Verizon’s toll customers and the Rural ILECs provided services to Verizon to collect toll 

revenues from Verizon’s customers and remitted those revenues to Verizon.  Verizon accepted 

the remitted toll revenues. 

39. There is no legitimate reason for Verizon to withhold payment for the services 

rendered. 

40. Verizon is responsible for outstanding bills for billing and collection services 

rendered by the Rural ILECs.  Verizon has breached its agreements with the Rural ILECs by 

refusing to pay for these services. 

AMOUNTS DUE 

41. The amounts due are specified in the testimony and exhibits of Mr. David S. 

McCartney, which accompany this application.  Other amounts have accrued and continue to 

accrue on a monthly basis as the dispute continues.  Verizon is also responsible for late payment 

fees on all amounts overdue. 

42. This application is supported and explained further by the direct testimony and 

exhibits of Mr. David F. Freeman and Mr. David S. McCartney. 
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WHEREFORE, MECA respectfully requests that the Commission provide for a 

contested case hearing to resolve the dispute between the Rural ILECs and Verizon.  Further, 

MECA respectfully requests that the Commission issue an order that: 

A. Declares that Verizon must pay for all terminating toll access calls based 

upon the T/O ratios previously agreed to in Case No. U-9590 for time 

periods when measurement of actual usage was not available.   

B. Declares that Verizon must pay for all terminating toll access calls based 

on actual usage determined by the Rural ILECs after they implemented the 

Residual Usage Methodology.   

C. Declares that the Residual Usage Methodology, as described by Mr. 

McCartney, continues to be a proper and legitimate method of measuring 

and billing actual terminating usage.   

D. Declares that unidentified traffic is the responsibility of the tandem 

provider and that the tandem provider can pass back any charges.   

E. Declares that the “from”-number is not sufficient to identify and bill 

carriers.   

F. Declares that UNE-P or its replacement is the responsibility of UNE-P 

wholesaler and the Rural ILECs do not have to subtract that usage as 

identified traffic under the Residual Usage Methodology.   

G. Finds that Verizon owes the full amount of charges for originating toll 

access as billed by the Rural ILECs.   

H. Declares that Verizon owes billing and collection fees based on the usage 

submitted by the Rural ILECs.   
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I. Declares that Verizon must pay local transport and termination charges for 

termination of local traffic pursuant to the Rural ILECs’ applicable tariffs.   

J. Allows the assessment of late payment fees for amounts due from Verizon 

per the applicable tariff. 

K. Declares and grants MECA such further and additional relief as the 

Commission deems appropriate. 

 
 
 Respectfully submitted, 
 

 FOSTER, SWIFT, COLLINS & SMITH, P.C. 
 
 

Dated: May 30, 2006                              By:  ______________________________________ 
Glen A. Schmiege (P37112) 
Ronald D. Richards Jr. (P61007) 

 313 South Washington Square 
 Lansing, MI 48933 
  (517) 371-8100 
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  INTRODUCTION AND QUALIFICATIONS 1 

Q. Please state your name and business address. 2 

A. My name is David S. McCartney, and my business address is 2803 US 41 West, Marquette, 3 

Michigan 49855. 4 

 5 

Q. By whom are you employed and in what capacity? 6 

A. The firm of McCartney & Company, P.C., Certified Public Accountants, employs me.  I am 7 

Vice President of the firm and Manager of our Marquette office.  In addition, I am 8 

responsible for supervising special studies, rate-setting and regulatory issues related to the 9 

telecommunications industry.  10 

 11 

Q. Are you a Certified Public Accountant? 12 

A. Yes, I am a Certified Public Accountant and registered in the State of Michigan.  13 

 14 

Q. Would you detail your educational background? 15 

A. I graduated from Michigan Technological University in 1976 with a B.S. in Mathematics.  In 16 

1979, I received my M.B.A., with an emphasis in finance, from the University of Notre 17 

Dame.  18 

 19 

Q. Mr. McCartney, would you explain your experience in the field of telecommunications? 20 

A. Since 1971, the firm of McCartney & Company, P.C. or its predecessors have employed me 21 

at various times to help on various engagements for many telephone companies in the state of 22 

Michigan. 23 
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 With McCartney & Company, P.C., and its predecessors, I have supervised many audits of 1 

telephone companies and have had responsibility for preparing the mathematical analyses of 2 

various telephone plant account lives to arrive at proposed lives and salvage values.  3 

 4 

I have developed general ledger systems to properly account for access.  Also, I have worked 5 

on projects for the independent telephone industry, including the Telecommunications 6 

Association of Michigan (“TAM”) and the Michigan Exchange Carriers Association 7 

(“MECA”), regarding access charges, average schedule access settlements, pooling 8 

operations, and deferred tax accounting.  I served MECA for several years as assistant pool 9 

administrator. 10 

 11 

Within our firm, I am the subject matter expert on items related to toll and local access and 12 

the respective cost studies and issues.  Additionally, I have been involved in many 13 

engagements of a general nature regarding accounting and taxes.   14 

 15 

Q. Have you ever testified before the Michigan Public Service Commission? 16 

A. Yes, I have.  I have testified for Kingsley Telephone Company in Case No. U-6690 regarding 17 

a study that I had prepared projecting operating results for ten years.  I also testified for 18 

Michigan Bell Telephone Company in Case No. U-9214 regarding the validity of Michigan 19 

Bell’s assertion that the transfer price of net book for the mobile service and assets of 20 

Michigan Bell, taken as a whole, is greater than the fair market value.   I have also testified in 21 

Case No. U-9007 regarding the revenue requirements and demand data for the MECA 22 

intrastate intraLATA access pool.  I have testified for MECA in its intrastate access rate case, 23 
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Case No. U-9590, regarding (a) how the data from MECA’s member companies were 1 

compiled; (b) how the projected demand quantities were determined; (c) how projected 2 

revenue requirements were determined; (d) how the revenues that MECA’s members would 3 

generate based on the demand quantities and MECA’s intrastate tariff; and (e) the 4 

mechanism that MECA proposed for recovery of the difference between MECA’s revenue 5 

requirement and MECA’s projected revenues from mirrored rates.  I have testified for Baraga 6 

Telephone Company in Case Nos. U-10533 and U-10930 on the rates to be charged for 7 

various basic local exchange services.  I have testified for Allendale Telephone Company in 8 

Case No. U-10779 regarding rate changes for certain basic local exchange services, 9 

discontinuing certain services, and filing revised tariff sheets.  I testified on MECA’s behalf 10 

in Case No. U-11298 involving a dispute between MECA and Ameritech regarding Feature 11 

Group C terminating switched access service.  I also testified in Case No. U-11446 for Ace 12 

Telephone Company et al. regarding the justness and reasonableness of these companies’ 13 

filed local call termination rates.  Further, in Case No. U-11898 I testified and prepared 14 

exhibits in support of Kaleva Telephone Company’s request to (i) restructure the rates of 15 

certain basic exchange services, and (ii) file revised tariff sheets.  In Case No. U-11899, I 16 

testified on behalf of TAM in relation to the establishment of a Michigan Universal Service 17 

Fund.  In Case No. U-12146, I testified on behalf of Lennon Telephone Company in relation 18 

to Lennon’s request for authority to restructure the rates of certain basic local exchange 19 

services.  In Case No. U-12168, I testified on behalf of Baraga Telephone Company in 20 

relation to Baraga’s request for authority to restructure the rates of certain basic local 21 

exchange services.  I prepared testimony and exhibits on behalf of Allendale Telephone 22 

Company in Case No. U-13436, on behalf of Deerfield Farmers’ Telephone Company in 23 
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Case No. U-13449, on behalf of Ace Telephone Company of Michigan in Case No. U-13489, 1 

on behalf of Westphalia Telephone Company in Case No. U-13605, on behalf of Waldron 2 

Telephone Company in Case No. U-13533, on behalf of Ogden Telephone Company in Case 3 

No. U-13606, on behalf of Carr Telephone Company in Case No. U-13760, on behalf of 4 

Sand Creek Telephone Company in Case No. U-13625, on behalf of Pigeon Telephone 5 

Company in Case No. U-14195, on behalf of Chapin Telephone Company in Case No. U-6 

14438, and on behalf of Hiawatha Communications Inc. (for its four operating companies 7 

Chippewa Telephone Company, Hiawatha Telephone Company, Midway Telephone 8 

Company and Ontonagon County Telephone Company) in Case U-14456 to provide support 9 

for their proposals to expand their local calling areas and to adjust their rates for basic local 10 

exchange service.   11 

 12 

Q. On whose behalf are you testifying? 13 

A. I am testifying on behalf of MECA and its affected members, who I refer to as the “Rural 14 

ILECs”.  The most directly affected Rural ILECs are those who have exchanges behind a 15 

Verizon tandem switch.  More specifically, these companies are Blanchard Telephone 16 

Company, Bloomingdale Telephone Company, Chapin Telephone Company, 17 

Communications Corporation of Michigan, Deerfield Farmers’ Telephone Company, Ogden 18 

Telephone Company, Sand Creek Telephone Company, Westphalia Telephone Company, 19 

Winn Telephone Company, and Upper Peninsula Telephone Company.  Other Rural ILECs 20 

are less directly affected but nevertheless have an interest because of Verizon’s claims 21 

regarding its usage for its intraLATA toll and local calls terminating through other tandems 22 

throughout the state.   23 
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Q. Please describe MECA. 1 

A. MECA is an association whose membership is comprised of 33 small incumbent local 2 

exchange carriers (“ILECs”) in Michigan.  MECA’s members generally serve the rural areas 3 

of the state.  MECA’s members provide basic local exchange service and access service. 4 

MECA has been involved since its inception in 1987 in representing these ILECs before the 5 

Commission, in administering the access and other tariffs that are filed on their behalf, and in 6 

providing information, representation, and general assistance to its members in inter-7 

company relations, legislative matters, and general business matters relating to 8 

telecommunications issues of interest to its members.  MECA has been involved in many 9 

proceedings at the Michigan Public Service Commission (“MPSC”) on their behalf, 10 

including Case No. U-11298, involving the attempts by Ameritech Michigan (now AT&T 11 

Michigan) to impose changes in terminating access usage on the Rural ILECs, similar to 12 

Verizon’s attempts here. 13 

 14 

Q. In the course of your employment either at McCartney & Company or otherwise, have you 15 

dealt with issues relating to switched toll access service and usage? 16 

A. Yes. I have had extensive training regarding switched toll access service, including many 17 

industry seminars.  I also testified on behalf of MECA in Case No. U-9590 and Case No. U-18 

11298, which have relevance to the current dispute because they involved issues regarding 19 

terminating switched toll access.  My duties as an independent auditor have required me to 20 

test access bills and the systems that collect that data. Additionally, I lectured at a Rural 21 

Electrification Administration CPA seminar on what the auditor should know about toll 22 

access service.  I also was a presenter at the National Exchange Carrier Association’s 23 
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phantom traffic seminar in 2004.  1 

 2 

Q. Have you also dealt with local transport and termination service? 3 

A. Yes.  Local Transport and Termination Service (“LTTS”), also known as Extend Area 4 

Service (“EAS”) Termination or Local Call Termination, involves the use of a LEC’s 5 

facilities to transport and terminate local or EAS calls.  The MPSC initially ordered this 6 

service to be implemented in 1997.  I was actively involved with ILEC industry during this 7 

time to determine how this service would be implemented, to develop tariffs for the service, 8 

and to support those tariffs before the MPSC.  When the Michigan Telecommunications Act 9 

(“MTA”) required expanding the local calling area to include, at a minimum, all adjacent 10 

intrastate exchanges, MECA’s members needed to offer a means for these calls to be 11 

terminated in their exchanges.  In order to accomplish this, MECA introduced MPSC Tariff 12 

No. 23(R) titled Local Transport and Termination Service, which included individual-13 

company rates based on their specific Total Service Long Run Incremental Cost (“TSLRIC”) 14 

studies approved by the MPSC.  I was actively involved in the writing of that tariff.  Prior to 15 

filing the tariff, MECA informed all the parties in Consolidated Case No. U-12515 and U-16 

12528, the Commission proceedings that addressed implementation of expanded local 17 

calling, that the Rural ILECs intended to use this tariff.  I assisted MECA when it prepared 18 

and filed testimony and briefs and also when it filed comments in the implementation plan 19 

phase regarding use of the tariff.    20 

 21 

Q. Have you dealt with billing and collection service? 22 

A. Yes.  The Rural ILECs that I have been involved with have been offering billing and 23 
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collection services to interexchange toll carriers (“IXCs”) since 1984.  Billing and collection 1 

service includes, for those IXCs who choose to purchase this service, the following: 2 

1) Record the toll call, 3 

2) Accept toll call records recorded by IXC or others for that IXC, 4 

3) Rate the toll record per that the IXC’s instructions/tariffs, 5 

4) Place the charges on the appropriate customer’s bill, 6 

5) Mail the bill out, 7 

6) Answer inquiries from the customers about charges on that customer’s bill, and 8 

7) Provide copies of that IXC’s call records. 9 

I assisted ILECs in originally setting up their billing and collection systems, in operating 10 

those systems, and in negotiating rates for those services after it was determined that billing 11 

and collection service was no longer rate-regulated. 12 

 13 

 PURPOSE 14 

Q. What is the purpose of your testimony? 15 

A. The purpose of my testimony is to address each of the issues that are involved in the dispute 16 

with Verizon North, Inc. and Verizon North Systems, who I will refer to jointly as 17 

“Verizon.”  More specifically, I will explain the dispute regarding usage and why Verizon 18 

has improperly withheld payment for (1) terminating toll access service, (2) terminating 19 

LTTS or EAS Termination service, (3) originating toll access service, and (4) billing and 20 

collection service.  I will also quantify the amounts due to the Rural ILECs. 21 

 22 

Q. How specifically will you address these issues? 23 
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A. I will do the following: 1 

(1) describe in detail the dispute that the Rural ILECs have with Verizon;  2 

(2) describe Verizon’s explanations for its actions or Verizon’s apparent position on each 3 

of the issues and some of the errors made by Verizon; 4 

(3) discuss the issues and provide the rationale for my recommended resolution of each 5 

issue; 6 

(4) identify the amount that is claimed by the Rural ILECs before late payment charges at 7 

January 31, 2006; 8 

(5) support the application of late payment charges; 9 

(6) identify amount that is claimed by the Rural ILECs including late payment charges at 10 

January 31, 2006; and 11 

(7) provide an estimate of additional monthly amounts expected to be in dispute while 12 

this case is pending. 13 

 14 

 THE DISPUTE 15 

Q. Please describe the areas of dispute between the Rural ILECs and Verizon. 16 

A. Verizon is not paying for requested services provided by the Rural ILECs and billed by the 17 

Rural ILECs to Verizon in four situations. 18 

 19 

One, Verizon is not paying for some terminating switched toll access traffic that Verizon 20 

routes through its tandem over a common toll completing trunk group to a Rural ILEC’s end 21 

office switch.  The Rural ILECs billed Verizon for this traffic under MECA’s intrastate toll 22 

access service tariff, MPSC Tariff No. 25.   23 
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Two, Verizon is not paying for terminating local traffic in situations where the Rural ILEC 1 

does not have an interconnection agreement with Verizon.  Verizon routes this local traffic in 2 

one of two manners to Rural ILECs.  Manner one is through a Verizon tandem over a 3 

common toll completing trunk group to a Rural ILEC’s end office switch to an end user 4 

served by that switch.  Manner two is through a Verizon end office over a direct trunk group 5 

to a Rural ILEC’s end office switch to an end user served by that switch.  In both cases, the 6 

Rural ILEC billed Verizon for this traffic under MECA’s LTTS tariff, MPSC Tariff No. 7 

23(R) or the ILEC’s applicable individual-company EAS Termination or Local Call 8 

Termination tariff, MPSC Tariff No. 10(R).   9 

 10 

Three, Verizon was not paying for some originating toll access traffic where Verizon was the 11 

end user’s pre-selected toll carrier and therefore was the originating toll access purchaser.  12 

The Rural ILECs billed Verizon for this traffic under MECA’s intrastate access service tariff, 13 

MPSC Tariff No. 25. 14 

 15 

Four, Verizon is not paying for some billing and collection services where Verizon is the 16 

originating IXC.  The Rural ILECs billed Verizon under a billing and collection annex to an 17 

umbrella agreement with each company, entitled “Agreement for the Provision of 18 

Telecommunications Services and Facilities.” 19 

 20 

Q. How do the Rural ILECs bill Verizon for the services rendered? 21 

A. The Rural ILECs submit monthly invoices to Verizon for these services.  The Rural ILECs 22 

bill for usage based on their switches’ recorded information and call detail records provided 23 



 10

by Verizon.  In the past and in a few current situations, when terminating information was or 1 

is not recorded, the Rural ILECs derived terminating access usage by applying a terminating-2 

to-originating (T/O) ratio that was mutually agreed upon with Verizon in Case No. U-9590.  3 

The Rural ILECs then apply the applicable tariff or contract rates to the usage for the services 4 

provided and submit bills to Verizon for the total amount due for the services provided. 5 

 6 

Q. When did the dispute arise? 7 

A. Beginning in about July 2005, Verizon notified the Rural ILECs that beginning with the 8 

March 2005 billing cycle for services provided in February 2005, Verizon was going to 9 

revise the switched access invoices and billing and collection invoices.  Further, Verizon 10 

indicated that it was going to pay only on these revised invoices and that Verizon would be 11 

making similar changes to the Rural ILECs’ switched access invoices and billing and 12 

collection invoices in the future.  Verizon made these changes unilaterally based on its own 13 

figures for (1) terminating switched access, (2) originating switched access, and (3) billing 14 

and collection services.  In addition, Verizon notified the Rural ILECs that it was going to 15 

pay zero for termination of local traffic until an ILEC-to-ILEC interconnection agreement 16 

was in place. 17 

 18 

Q. What has happened since that time? 19 

A. Since then, despite the objections of the affected Rural ILECs, Verizon has refused to pay to 20 

the Rural ILECs the full amount of the revenues due them for these services as billed by the 21 

Rural ILECs.  Verizon has attempted to artificially reduce its bills by unilaterally substituting 22 

its own calculations without attempting to either negotiate or prove the accuracy of its 23 
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methodology.  In addition, in December 2005, Verizon expanded its efforts by sending letters 1 

seeking hundreds of thousands of dollars in “refunds” for terminating toll access charges.  2 

Verizon attempted to retroactively apply usage from its own derivation methodology to time 3 

periods in 2003 and 2004 when the T/O ratios applied for most of the Rural ILECs.    4 

 5 

Q. What is MECA seeking as a resolution to the dispute? 6 

A. MECA seeks a declaration that the Rural ILECs are entitled to full compensation for 7 

terminating toll access (1) based on the previously mutually-agreed-upon T/O ratios used to 8 

derive terminating usage prior to measurement of actual terminating usage and (2) based on 9 

actual terminating usage measured by the affected Rural ILECs when they implemented the 10 

“Residual Usage Methodology.”  In connection with the Residual Usage Methodology, 11 

MECA also seeks a declaration that the affected Rural ILECs are not responsible for billing 12 

Unbundled Network Element-Platform (“UNE-P”) usage to UNE-P retailers (CLECs); 13 

instead, the Rural ILECs should bill the UNE-P wholesaler as the responsible party.  MECA 14 

seeks a declaration that the Rural ILECs are entitled to full payment for local termination 15 

usage from rate centers that Verizon has defined as local to the Rural ILECs’ terminating 16 

exchange unless Verizon has identified another carrier as the responsible party, in accordance 17 

with the Rural ILEC’s applicable tariff.  MECA seeks a declaration that the Rural ILECs are 18 

entitled to full payment for originating toll access based on the actual usage recorded at the 19 

Rural ILECs’ switches.  MECA also seeks a declaration that the Rural ILECs are entitled to 20 

full payment for billing and collection services based on the recorded and billed toll usage for 21 

originating calls.  Verizon should also be ordered to pay the outstanding bills plus late 22 

payment charges. 23 
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VERIZON’S POSITIONS REGARDING THE DISPUTE 1 

Q. What is Verizon’s explanation or apparent position for not paying fully for terminating 2 

switched toll access traffic routed through Verizon’s tandems over common toll completing 3 

trunk groups to Rural ILECs’ end offices?   4 

A. It is my understanding that Verizon has stated that it is only going to pay for usage that is 5 

derived from its IntraLATA Terminating Access Compensation (“ITAC”) system.  Verizon 6 

erroneously asserts that the ITAC information represents actual terminating usage; whereas it 7 

has been shown that the results of ITAC are derived from originating usage.  Further, 8 

Verizon insists that its derived summary usage must be used in all cases in lieu of T/O ratios 9 

or usage measured and billed using the Residual Usage Methodology. 10 

  11 

Q. How does Verizon identify other carriers’ traffic that it routes from its tandems on the same 12 

trunk groups as Verizon’s own traffic? 13 

A. For non-intraLATA-only (Feature Group D) toll carriers, Verizon claims that it is sending 14 

100% of the terminating records after the fact.  This claim, however, is unverifiable.  Verizon 15 

does not send sufficient information with terminating switched toll access calls to identify the 16 

FGD carrier so that the Rural ILECs can bill that carrier, and Verizon accepts no 17 

responsibility to pay for these unidentified calls. 18 

 19 

Q. What is Verizon’s explanation or apparent position regarding Verizon’s responsibility to 20 

identify intraLATA-only carriers? 21 

A. For intraLATA-only (Feature Group C) toll carriers’ traffic, Verizon claims the terminating 22 

company can identify the FGC carrier based on the “from”-number, which is provided by 23 
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Verizon.  (The “from”-number is the telephone number associated with the calling party, the 1 

number from which the call is sent.)  Since Verizon in most cases forwards the “from”-2 

number, Verizon claims it has no responsibility to the terminating carrier to provide any 3 

additional information along with the call, including the identity of the carrier to be billed, or 4 

to provide call detail records for these calls at a later date, as it does for FGD traffic.  While 5 

Verizon currently provides call detail records for FGD traffic that is routed through a Verizon 6 

tandem, it does not do so for itself, for AT&T Michigan, or for other carriers who use FGC 7 

signaling, including CMRS providers and facility-based CLECs.  Even though the Rural 8 

ILECs cannot identify the originating carrier that would normally be billed for terminating 9 

access charges based on the “from”-number, Verizon will not provide the necessary call 10 

record information after the fact, as it does with FGD.  Verizon accepts no responsibility for 11 

the terminating charges for those calls, even though it is very likely that Verizon-originated 12 

traffic is included and Verizon’s share could be substantial.  As with FGD, Verizon does not 13 

send sufficient information with terminating switched toll access calls to identify the FGC 14 

carrier so that the Rural ILECs can bill that carrier, and Verizon accepts no responsibility to 15 

pay for these unidentified calls. 16 

 17 

Q. What is Verizon’s explanation or apparent position for not paying for terminating local 18 

traffic that Verizon routed in one of the two manners you discussed for those Rural ILECs 19 

that do not have an interconnection agreement with Verizon? 20 

A. My understanding is that Verizon accepts no financial liability to pay for termination of its 21 

local traffic outside that listed in an interconnection agreement between Verizon and each 22 

Rural ILEC.  For those Rural ILECs that do not have an interconnection agreement with 23 
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Verizon, Verizon accepts no liability even though Verizon is well aware of the Rural ILECs’ 1 

tariffs and did not object to their use when they were first filed.  For those Rural ILECs that 2 

do have traditional EAS interconnection agreements with Verizon, Verizon holds it has no 3 

liability to those Rural ILECs beyond the exchanges listed in those agreements.  Verizon is 4 

paying only charges related to traffic from those exchanges identified in the EAS 5 

interconnection agreements even though it is routing most of its local terminating traffic from 6 

other exchanges not covered by those agreements. 7 

 8 

Q. What is Verizon’s explanation or apparent position for not paying for a portion of the 9 

originating toll access traffic where Verizon is the end user’s pre-selected toll carrier? 10 

A. It is my understanding that Verizon accepts no responsibility for originating toll access 11 

charges for calls that terminate to NPA-NXXs that are assigned to CMRS providers or 12 

facility-based CLECs.  Verizon takes this position even though Verizon clearly is or was the 13 

toll carrier for the customer originating the call and therefore clearly was the originating 14 

access purchaser. 15 

 16 

Q. What is Verizon’s explanation or apparent position for not paying for some billing and 17 

collection services where Verizon is the originating toll carrier? 18 

A. It is my understanding that Verizon is not paying for billing and collection services when the 19 

same usage is involved as in the originating access charge issue I just mentioned.  In other 20 

words, Verizon is not paying when it is the toll carrier and the call terminates to an NPA-21 

NXX that is assigned to a CMRS provider or facility-based CLEC.  In essence, Verizon’s 22 

position is that if it is not the originating (FGC) carrier, how could it be responsible for the 23 
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originating billing and collection charges.  I do not know how Verizon can take this position 1 

since the calls are originated by Verizon’s toll customers and the Rural ILECs provided 2 

services to Verizon to collect toll revenues from Verizon’s customers and remitted those 3 

revenues to Verizon.  For some inexplicable reason, Verizon doesn’t acknowledge that it is 4 

the originating toll carrier for these calls.  However, Verizon has accepted the remitted toll 5 

revenues. 6 

 7 

DISCUSSION OF THE ISSUES 8 

ISSUE ONE: NONPAYMENT OF TERMINATING ACCESS BILLING FOR TOLL TRAFFIC 9 

Q. Is there merit to Verizon’s claims regarding terminating switched access charges for toll 10 

traffic? 11 

A. No.  Verizon is the responsible party for all terminating switched access charges as billed to 12 

Verizon by the affected Rural ILECs. 13 

 14 

Q. Are there different ways that usage was determined for billing Verizon for intrastate 15 

terminating switched toll access usage? 16 

A. Yes, there are two different ways.  The first is when the end offices were not able to record 17 

terminating usage and they used T/O ratios to derive usage.  The second is when the end 18 

offices acquired the capability to record actual terminating usage and the T/O ratios were 19 

replaced with measurement of actual usage.  Verizon is not paying the bills that were 20 

rendered for terminating switched access traffic in both situations. 21 

 22 
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Q. Is Verizon responsible for the terminating switched access charges as billed in both 1 

situations? 2 

A. Yes. 3 

 4 

Q. How do you support your conclusion that Verizon is responsible for these terminating 5 

switched toll access charges? 6 

A. My conclusion is based in part on the language in MECA’s intrastate access tariff, MPSC 7 

Tariff No. 25, related to measuring and routing terminating intrastate access minutes of use.  8 

Exhibit A-___ (DSM-1) consists of the relevant pages from the MECA tariff.  The tariff 9 

language gives the authority to “the Telephone Company,” which is the access provider, to 10 

measure traffic.  Nowhere does it give the access customer the authority to substitute its 11 

determinations of traffic usage for those of the access provider.  Similarly, the tariff language 12 

gives “the Telephone Company” the authority to make determinations regarding routing.  13 

Nowhere does the tariff give this right to the access customer.  In addition, the tariff language 14 

clearly allows the access provider to use derived usage if the access provider does not have 15 

measurement capability.   16 

 17 

With regard to the measurement of FGC switched access terminating traffic, this tariff states: 18 

6.7 Description and Provision of Feature Group C (FGC) (Cont'd) 19 

6.7.4 Measuring Access Minutes 20 

Customer traffic to end offices will be measured (i.e., recorded) by the 21 
Telephone Company at end office switches or access tandem switches. 22 
Originating and terminating calls will be measured (or imputed) by the 23 
Telephone Company to determine the basis for computing chargeable access 24 
minutes. 25 

 26 
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For terminating calls over FGC when measurement capability exists, the 1 
measured minutes are the chargeable access minutes. 2 

 3 
Terminating Usage 4 
For terminating calls over FGC the chargeable access minutes are either 5 
measured or derived. For terminating calls over FGC where measurement 6 
capability does not exist, terminating FGC usage is derived from originating 7 
usage, excluding usage from calls to closed end services or Directory 8 
Assistance Services.  [Emphasis added]. 9 

 10 
Related to the measurement of FGD switched access terminating traffic, this tariff states: 11 

6.8 Description and Provision of Feature Group D (FGD) (Cont'd) 12 
 13 

6.8.4 Measuring Access Minutes 14 
 15 

Customer traffic to end offices will be recorded at end office switches or access 16 
tandem switches. Originating and terminating calls will be measured or derived to 17 
determine the basis for computing chargeable access minutes. 18 

 19 

 Terminating Usage 20 

 For terminating calls over FGD the chargeable access minutes are either measured or 21 
derived. For terminating calls over FGD, where measurement capability does not 22 
exist, terminating FGD usage is derived from originating usage, excluding usage from 23 
calls to closed end services or Directory Assistance Services.  [Emphasis added]. 24 

  25 
  26 

Q. Is the language that you have cited fairly standard or established tariff language? 27 

A. Yes.  This language was adopted when switched access services were first introduced.  This 28 

language or very similar language has been used since January 1, 1984, in the interstate 29 

access tariffs of the National Exchange Carrier Association (“NECA”) and in other tariffs.  30 

Originally, all ILECs, including Verizon’s predecessors, used NECA’s interstate access 31 

tariff.  NECA’s tariff is still used by about 1,000 ILECs.  The language from NECA’s tariff 32 

was mirrored by MECA when MECA first filed its intrastate access tariff with the MPSC.  33 

Specifically, the sections I mentioned relating to traffic measurement and routing were taken 34 

word for word from the then-applicable NECA tariff.  NECA’s interstate access tariff still 35 
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contains wording that is identical to the language in MECA’s tariff.  The language in 1 

MECA’s intrastate access tariff is consistent with that used commonly in the 2 

telecommunications industry. 3 

 4 

 I have also reviewed AT&T Michigan’s and Verizon’s intrastate access tariffs to see if they 5 

contain language similar to that contained in MECA’s intrastate access tariff regarding 6 

routing and measuring of intrastate access traffic.  AT&T Michigan and Verizon both have 7 

very similar language that pertains to measuring intrastate switched traffic.  Exhibit A-___ 8 

(DSM-2) shows this language. 9 

   10 
 In summary, the language from Verizon’s current intrastate switched access tariff essentially 11 

says the same thing that MECA’s current intrastate switched access tariff says.  That is, the 12 

usage to be billed to the access customer will be based on the measurements performed by 13 

the end office providing the access service being purchased. 14 

 15 

Q. Does the MECA tariff language support the Rural ILECs’ billing in both the situation where 16 

T/O ratios were used and the situation where there is measurement of actual usage?   17 

A. Yes. 18 

 19 

Q. Please explain the situation where the end office switches were not able to record terminating 20 

usage and T/O ratios were used.  21 

A. When access charges were introduced in 1984, no Rural ILECs’ end office switches could 22 

record terminating usage.  These end offices were dependent upon the access tandem to 23 

record terminating usage and forward those records to the owner of the terminating office.   24 
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Originally this occurred for all interexchange carriers except three: AT&T, Michigan Bell 1 

(now AT&T Michigan), and GTE North (now Verizon).  For these three carriers an elaborate 2 

system was set up to derive their terminating access usage.  That system produced a result 3 

that is known in the industry as a T/O ratio. 4 

 5 

Q. Would you explain what you mean by T/O ratio? 6 

A. T/O ratio, which stands for terminating-to-originating ratio, was devised for those 7 

circumstances where the terminating usage could not be measured so that the terminating end 8 

office could be compensated for use of its network.   The use of the T/O ratio is based on the 9 

theory that the overall relationship of originating to terminating calling patterns is relatively 10 

stable over time and therefore the terminating usage for an interexchange carrier can be 11 

derived if one knows two pieces of information: (1) the originating usage for a particular end 12 

office for a given period and (2) the historical relationship between terminating and 13 

originating usage for that same end office. 14 

  15 

Q. When should T/O ratios be used? 16 

A. They should be used for billing terminating usage when neither the terminating tandem 17 

company nor the terminating end office can record terminating switched toll access traffic for 18 

toll carriers, including the tandem company itself.  Since Verizon’s terminating usage was 19 

not measured by Verizon’s tandem and could not be measured by the Rural ILECs’ end 20 

offices, a T/O ratio needed to be used.  21 

 22 

 23 
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Q. What is the basis of the T/O ratios used by the affected Rural ILECs that could not measure 1 

terminating traffic? 2 

A. In Case U-9590, MECA relied on T/O ratios that had been mutually developed based on 3 

historical relationships.  The parties in Case No. U-9590, including Verizon (then known as 4 

GTE North), agreed to determine billable terminating minutes of use based on the T/O ratios 5 

that were then in effect and to continue the use of those T/O ratios until actual usage became 6 

available or unless otherwise agreed to between the parties.  When an individual Rural ILEC 7 

end office obtained the ability to measure actual usage, that end office had to bill, as 8 

specified in MECA’s intrastate switched toll access tariff, based on that measured actual 9 

usage.  10 

 11 

Q. Have any of MECA’s members ever agreed to change the T/O ratios agreed to in Case No. 12 

U-9590? 13 

A. Yes.  Those companies that subtend an AT&T Michigan tandem negotiated a new 14 

arrangement in 1997 with AT&T Michigan, then known as Ameritech Michigan, and agreed 15 

to update their T/O ratios and to review and adjust the T/O ratios on a periodic basis.   16 

 17 

Q. Has Verizon ever requested that MECA or any of the affected Rural ILECs change the T/O 18 

ratios agreed to in Case No. U-9590? 19 

A. No.  But in July 2005, Verizon notified the affected Rural ILECs that Verizon was 20 

unilaterally changing the billing arrangement between the parties, as shown in Exhibit A-21 

_____ (DSM-3), which contains printed copies of the e-mail messages sent to the affected 22 

Rural ILECs, with the exception of Ogden Telephone Company, which received a similar 23 
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notification.  The notifications stated that the amount of usage for Verizon should be billed 1 

based solely on ITAC and that Verizon was implementing the change effective with data 2 

processed in February 2005.  Verizon included usage data that Verizon used to recalculate 3 

amounts due to the Rural ILECs.  This meant that Verizon was no longer going to pay for 4 

terminating access based on the method stated in MECA’s intrastate access tariff and agreed 5 

to in Case U-9590.  Instead, Verizon was only going to pay based on usage of its own 6 

determination.  Verizon’s unilateral change was and is contrary to the tariff that the services 7 

were purchased under, as previously noted, and to the agreement the parties reached in Case 8 

No. U-9590.   9 

 10 

Q. What actions do you want the MPSC to take regarding this issue? 11 

A. MECA wants the MPSC to rule that any billing done using the T/O ratios stipulated to in 12 

Case U-9590 is valid and that Verizon owes the affected Rural ILECs for all amounts billed 13 

using T/O ratios until the time the Rural ILECs began using measurement of actual usage or 14 

Verizon withdrew originating toll service. 15 

 16 

Q. Why do T/O ratios not work when Verizon withdraws toll service? 17 

A. At the time of Verizon’s withdrawal, Verizon no longer has originating access minutes of use 18 

to which a T/O ratio can be applied to derive terminating minutes, rendering this derivation 19 

methodology obsolete for future use.   20 

 21 

Q. Please explain the second situation that you mentioned where Verizon is not paying for 22 

terminating switched access charges that are being billed based on measured actual 23 
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terminating usage. 1 

A. The Rural ILECs have upgraded almost all their switches in order to measure actual usage.  2 

Their equipment can now record one hundred percent of the terminating usage routed over 3 

common toll completing trunk groups that terminate at their end offices. 4 

 5 

Each of these trunk groups was set up prior to 1984 between an end office and the tandem 6 

that connected to the end office.  These trunk groups were set up to specifically carry non-7 

local, non-EAS traffic for all carriers that did not have a direct or dedicated route to the 8 

connected end office.  The only traffic that was to be routed over those common toll 9 

completing trunk groups was toll traffic subject to switched access services.  10 

 11 

However, without the Rural ILECs’ concurrence, the tandem providers now send different 12 

types of traffic over these common toll completing trunk groups.  With increases in the 13 

misuse of these trunk groups to carry different types of traffic, the Rural ILECs decided to 14 

invest in upgrades to measure all terminating usage sent to them.  15 

 16 

Q. How do the Rural ILECs use this measured usage to bill toll carriers? 17 

A. The Rural ILECs use the measured usage by employing the Residual Usage Methodology.  18 

Exhibit A-___ (DSM-4) is an exhibit showing the steps that are employed in the Residual 19 

Usage Methodology.  For each common toll completing trunk group, the affected Rural 20 

ILECs begin by recording 100% of the actual terminating usage on the trunk group that is 21 

sent from the Verizon tandem.  The Residual Usage Methodology procedures allow for the 22 

examination of the recorded call information to see if the identity of the carrier can be 23 



 23

determined for a call.  If it can, that usage is billed to that carrier and subtracted from the 1 

total (100%) terminating usage recorded by the end office switch. 2 

 3 

There are two circumstances where the terminating end office can identify the responsible 4 

party from the recorded data.  If the access tandem passes the Carrier Identification Code 5 

(“CIC”) of a carrier to the end office at the time of the call, the end office would identify that 6 

carrier as the responsible party.  If the access tandem passes the Originating Company 7 

Number (“OCN”) of a facility-based CLEC or a CMRS provider, the end office is able to 8 

identify that carrier as the responsible party to bill for that call. 9 

 10 

Q. What is the next step in the Residual Usage Methodology? 11 

A. The next step in the Residual Usage Methodology for the affected companies is to remove all 12 

usage that Verizon, as the tandem provider, provides in standard Category 11 01 01 or 13 

Category 11 01 20 records that identifies the responsible carrier, allowing the ILEC to bill 14 

that carrier.  Under the Residual Usage Methodology, Verizon will not be billed for the usage 15 

from these records. 16 

 17 

Q. What records is Verizon currently sending to the affected companies? 18 

A. Currently, Verizon is sending standard Category 11 01 20 records for IXC (FGD) calls 19 

routed through its tandem except for intraLATA toll calls where Verizon is the toll carrier or 20 

where AT&T Michigan is the responsible party. 21 

 22 

 23 
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Q. Can you tell whether Verizon has sent 100% of the terminating usage? 1 

A. Verizon has not.  Prior analysis of records provided by Verizon has shown gaps where one 2 

would normally expect data. 3 

 4 

Q. Is Verizon sending any other types of records? 5 

A. Verizon is sending some records marked as UNE-P.  I believe these records were originally 6 

recorded by an AT&T Michigan switch and that AT&T Michigan identified the party 7 

responsible for these calls as a CLEC (the UNE-P retailer) that purchased the UNE-P 8 

services from AT&T Michigan (the UNE-P wholesaler).  These records are not subtracted 9 

under the Residual Usage Methodology because the UNE-P records do not properly identify 10 

the carrier. 11 

 12 

Q. What types of traffic is Verizon routing through the tandem but not sending the related call 13 

detail records? 14 

A. Currently, Verizon is not sending call detail records for the following types of traffic routed 15 

through its tandem to terminate to an affected Rural ILEC’s end office: 16 

1) CMRS traffic 17 
a. EAS Termination / Local Transport and Termination 18 
b. Intrastate Switched  19 
c. Interstate Switched 20 
d. No known jurisdiction 21 

2) Faciltiy-based CLECs 22 
a. EAS Termination / Local Transport and Termination 23 
b. Intrastate Switched 24 
c. No known jurisdiction 25 

3) Verizon 26 
a. EAS Termination / Local Transport and Termination 27 
b. Intrastate Switched 28 
c. No known jurisdiction 29 
 30 
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4) AT&T Michigan 1 
a. EAS Termination / Local Transport and Termination 2 
b. Intrastate Switched 3 
c. No known jurisdiction 4 

5) Other ILECs 5 
a. EAS Termination / Local Transport and Termination 6 

6) Anything else routed over the common toll completing trunk group and is not IXC 7 
(FGD) traffic.  8 

 9 

Q. Should Verizon be able to provide call detail records for these types of traffic? 10 

A. Yes, Verizon should.  I see no technical reason why Verizon cannot do it.  These call detail 11 

records should be available in electronic format, as opposed to paper or summary format.  If 12 

Verizon provides electronic call detail records, the identified usage will be subtracted during 13 

the Residual Usage Methodology process. 14 

 15 

Q. Please explain why call detail records should be available for CMRS and facility-based 16 

CLEC traffic. 17 

A. For CMRS and facility-based CLEC traffic that is sent over a direct connection to a Verizon 18 

tandem, Verizon is most likely billing those parties for transit use of Verizon’s tandem.  To 19 

accurately bill those carriers for the use of Verizon’s tandem, Verizon must record those 20 

parties’ use of the tandem.  As part of this recording process, Verizon would have recorded 21 

calls where a CMRS provider or facility-based CLEC was the originating carrier for calls that 22 

were transited through Verizon’s tandem and terminated through an end office of a Rural 23 

ILEC.  Even though Verizon has recorded this information, Verizon is not sending these call 24 

records to the terminating end office of the affected Rural ILEC.  If the Rural ILECs received 25 

these records, the usage would be subtracted in the Residual Usage Methodology process, 26 

and Verizon would not be billed for it. 27 
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Q. Please explain why call detail records should be available for Verizon’s own traffic. 1 

A. For calls originating at Verizon Class 5 (end office) switches, Verizon has trunk groups 2 

connecting those end offices to their tandem, but Verizon is not recording those calls as they 3 

enter that Verizon tandem.  I see no reason why Verizon could not record this traffic as it 4 

entered the tandem as Verizon does for other IXCs, CMRS providers and facility-based 5 

CLECs, and put Verizon on the same footing as the other carriers.  Verizon would then have 6 

the call detail records available that would show Verizon as the responsible party and could 7 

pass those records to the appropriate end office.  As with the types of traffic discussed 8 

previously, these calls would be removed under the Residual Usage Methodology. 9 

 10 

Q. Please explain why call detail records should be available for AT&T Michigan and other 11 

ILECS. 12 

A. For calls originating from other ILECs, including AT&T Michigan, that subtend a Verizon 13 

tandem, Verizon has trunk groups connecting end offices to that tandem.  Again, I do not 14 

know whether Verizon is recording those calls at the tandem.  However, I see no reason why 15 

Verizon could not record this traffic as it entered the tandem as Verizon does for IXCs, 16 

CMRS providers and facility-based CLECs.  Verizon would then have call detail records 17 

available that would show the originating ILEC as the responsible party and could pass those 18 

records to the appropriate end office.  As with the previous types of traffic, these calls would 19 

be removed under the Residual Usage Methodology. 20 

 21 

 22 

 23 
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Q. Please explain why call detail records should be available for the last type of call that you 1 

identified in your list, relating to calls routed over common toll completing trunk groups. 2 

A. The last “type” of call that I listed is rather vague because I do not know what Verizon is 3 

routing over the common toll completing trunk group today since Verizon is not identifying 4 

the carrier for a large percentage of the traffic.  Therefore, it is impossible to tell what is 5 

missing.  Additionally, I do not know what type of call Verizon will route through its 6 

tandems in the future.  With that said, Verizon nevertheless is in a position where is can 7 

record and pass on call information for one hundred percent of the calls as they enter its 8 

network.  As with the other types of call, if Verizon provided these records, the calls would 9 

be removed under the Residual Usage Methodology process. 10 

 11 

Q. Are there any other calls that are routed through a Verizon tandem? 12 

A. Yes.  Some calls are double-tandem calls, which are routed from another tandem to a 13 

Verizon tandem and then terminate to the Rural ILECs’ end offices. 14 

 15 

Q. Can those calls be identified? 16 

A. In order to properly identify them, Verizon needs to require those tandems to provide 17 

Verizon a Category 11 record that identifies the carrier.  If Verizon does not receive such 18 

records, Verizon should be able to hold the other tandem provider responsible for the charges 19 

that the terminating end office bills Verizon.   20 

 21 

 22 

 23 
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Q. Are there any other subtractions for properly identified traffic in the Residual Usage 1 

Methodology process? 2 

A. Yes.  If a third party provides call detail records for usage that the third party admits is its 3 

responsibility and Verizon has not already provided identification records for that usage, that 4 

usage is subtracted under the Residual Usage Methodology.   5 

 6 

Q. After the Residual Usage Methodology backs out identified traffic, what happens next? 7 

A. Local usage is subtracted.  Local traffic is determined based on the following.  If the assignee 8 

of NPA-NXX-X (the first seven digits of a telephone number) is not a CMRS provider, the 9 

local tariff of the ILEC associated with the rate center of the assigned NPA-NXX is checked 10 

to determine if that particular “from-to” combination is defined as local in that tariff.  If that 11 

“from-to” is defined as local, the call is removed from the total usage recorded and set aside 12 

for local termination billing. 13 

 14 

Where the NPA-NXX-X is assigned to a CMRS provider, these calls are not removed from 15 

the Residual Usage Methodology process at this point because the jurisdiction for CMRS 16 

provider calls is not determinable from individual call records. 17 

 18 

Q. After you have subtracted the local usage, what happens next? 19 

A. The final step in this process is to subtract any access usage that routes across the Verizon 20 

common toll completing trunk group for which Verizon is compensating the terminating end 21 

office outside of the switched access billing process.  The remaining or “residual” usage is 22 

then billed to the tandem company, in this case Verizon. 23 
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Q. Why is it appropriate to bill the residual usage to the tandem company? 1 

A. It is appropriate because the residual amount should consist solely of the tandem company’s 2 

traffic if the tandem company sends appropriate records for all the calls that it forwards to the 3 

end office company.  This methodology requires the party that accepts intraLATA toll traffic 4 

for delivery to the other party to bear responsibility for failing to identify the originating 5 

carrier.  The end office company cannot bill the originating carrier if it does not have the 6 

identification information that it requires.  The delivering carrier is in a superior position 7 

identify the originating carrier. 8 

 9 

Q. What call records that are received today are not subtracted under the Residual Usage 10 

Methodology? 11 

A. Traffic from UNE-P call records is not subtracted. 12 

 13 

Q. Why is UNE-P traffic not subtracted? 14 

A. The UNE-P records do not properly identify the carrier. 15 

Q. Please explain why the UNE-P records do not properly identify the carrier. 16 

A. The UNE-P records show the responsible party as the UNE-P retailer, not the wholesaler.  17 

However, the sale of UNE-P service does not transfer the responsibility for paying for 18 

terminating charges from the UNE-P wholesaler to the UNE-P retailer.  This is the case 19 

regardless of whether it is offered under tariff or contract or whether it is renamed. 20 

 21 

 The reason that the responsibility for UNE-P traffic remains with the UNE-P wholesaler is 22 

the following: 23 
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 1 
1) UNE-P is a combination of the unbundled network elements necessary to provide 2 

basic local exchange services.  It is wholesaled at a price equal to the sum of the 3 

TSLRIC of those elements, including all components of the port, which includes the 4 

cost to terminate local calls on a third party LEC’s network. 5 

2) The transport and termination of local calls is an integral part of basic local exchange 6 

service. 7 

3) The originating basic local exchange service provider is responsible for all costs of 8 

completing local calls.  This includes the payment of charges to other LECs for 9 

transport and termination of calls that the originating carrier defines as local in its 10 

tariffs. 11 

4) Basic local exchange service carriers are required to divide their service between loop 12 

and port.  Section 355(1) of the MTA states, “A provider of basic local exchange 13 

service shall unbundle and separately price each basic local exchange service offered 14 

by the provider into loop and port components and allow other providers to purchase 15 

such services on a nondiscriminatory basis.” 16 

5) The port is all of basic local exchange service other than the loop.  Specifically, 17 

section 102 (x) of the MTA states, “‘Port’ except for the loop, means the entirety of 18 

local exchange [service], including dial tone, a telephone number, switching software, 19 

local calling, and access to directory assistance, a white pages listing, operator 20 

services, and interexchange and intra-LATA toll carriers.” 21 

6) Therefore, “port” includes the cost of the termination of local calls since this cost is 22 

an integral component of basic local exchange service and is not included in the loop. 23 

7) In accordance with the MPSC’s cost study rulings, a TSLRIC study must include all 24 
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components of all services a LEC expects to offer.  Therefore, the cost of termination 1 

of a local call to other LECs must be included in a TSLRIC study since the cost of 2 

termination of a local call to other LECs is an integral part of basic local exchange 3 

service. 4 

8) Consistent with the approach taken during the MTA-mandated TSLRIC rate 5 

restructuring proceedings, if a cost of a service is not listed separately in a LEC’s 6 

TSLRIC study only one of two conclusions can be reached: 7 

a. The cost of that service is included in another element of that study, or 8 

b. The cost of that service is zero. 9 

9) The cost to terminate local traffic on the Rural ILECs’ networks is not zero.  Their 10 

termination costs were developed in Commission-approved cost studies and their 11 

tariffs contain rates reflecting that their TSLRIC cost is something besides zero. 12 

10) I believe that the cost to terminate local traffic on other LECs’ networks is not listed 13 

as a distinct element in SBC’s or Verizon’s TSLRIC studies.  It is listed in MECA’s 14 

TSLRIC study approved in Case No. U-12261 as a distinct cost. 15 

11) The only conclusion one can reach is that the cost to terminate local traffic on other 16 

LECs’ networks must be included in the cost of one of the UNEs that make up local 17 

service.  Specifically, since this cost is obviously not a part of the loop, one must 18 

conclude that the cost is part of the port. 19 

12) When AT&T Michigan and/or Verizon are UNE-P wholesalers, the rate they charge 20 

UNE-P retailers includes the cost to terminate local traffic on other LECs’ networks 21 

since this cost was included in the charge for UNE ports that were combined to form 22 

the UNE-P service. 23 
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13) Consequently, the UNE-P wholesalers were and are compensated for the cost to 1 

terminate local calls on other LECs’ networks in the price of their UNE-P service by 2 

the UNE-P retailer.  Therefore, the UNE-P wholesaler is responsible for those charges 3 

from third party LECs for termination of local calls on those third party LECs’ 4 

networks.  Otherwise, the UNE-P wholesaler, while recovering the cost from the 5 

UNE-P retailer, would not incur a cost that was included (or should have been 6 

included) in its UNE-P rate development. 7 

 8 

Q. Does the Residual Usage Methodology include any subtractions for usage from ITAC that is 9 

provided by Verizon? 10 

A. No.  First and foremost, Verizon’s ITAC process does not provide call detail records to the 11 

affected Rural ILECs.  The information provided is a paper record stating a lump sum usage 12 

for a period for which no support is provided.  In that format, it is impossible to check the 13 

validity of the reported usage and track that summary usage to actual terminating usage 14 

records and determine whether usage has been excluded.  Secondly, the Verizon’s ITAC 15 

usage was not recorded at the terminating end office or the tandem connected to that end 16 

office.  The ITAC records are based on usage recorded by Verizon or other LECs at the 17 

originating end office.  Finally, since the usage is not provided in a call detail record format, 18 

there is no manner to check the data for completeness to determine whether all the traffic has 19 

been accounted for. 20 

 21 

 That said, if Verizon provided the affected Rural ILECs with call detail records that 22 

supported the total ITAC usage, those records could be used in the Residual Usage 23 
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Methodology as previously described.  This would accomplish moving some usage out of the 1 

residual amount and billing Verizon separately for that usage.  However, it would not change 2 

Verizon’s overall usage.  The use of these records would not relieve Verizon of responsibility 3 

for usage where Verizon failed to properly identify the carrier. 4 

 5 

Q. Can the “from”-number be used to identify the carrier? 6 

A. No.  The “from”-number only identifies the rate center where the call was originated but does 7 

not necessarily identify the carrier.  Additionally, since porting can occur from every end 8 

office in Michigan, the carrier can not be identified based on the “from”-number.  In fact, 9 

because wireline numbers can now be ported to a wireless provider, the “from”-number does 10 

not even positively identify the location where the originating end user was at the start of the 11 

call. 12 

 13 

 Let me give you an example.  Suppose a phone number in a thousand number assigned to a 14 

CLEC in New York is ported to a wireless company, say 585-905-0123.  If the end user is in 15 

New York and calls a customer in Michigan’s Bloomingdale exchange, Bloomingdale 16 

Telephone Company’s recording will show a “from”-number of 585-905-0123.  However, 17 

the responsible carrier will be the IXC (the FGD carrier) that delivers the interstate call to the 18 

tandem that Bloomingdale subtends.  It would not be the CLEC from which the number was 19 

ported, it would not be the CMRS provider to which the ten thousand number block was 20 

assigned, and it would not be the CMRS provider to which the number was ported.  21 

Bloomingdale would not know the responsible party based on recorded data because 22 

currently the Verizon tandem is not passing the IXC’s CIC or the OCN at the time of the call. 23 
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 Likewise, suppose that same customer was roaming and was in Bloomingdale’s exchange at 1 

the start of the call.  Since the customer would be roaming and most likely that customer’s 2 

New York cellular provider would not have facilities in Bloomingdale, a third party wireless 3 

provider would be involved in the call.  Assuming the originating phone number is passed 4 

through the network, Bloomingdale’s recording will still show a “from”-number of 585-905-5 

0123.  If the originating phone number was not passed through the network, Bloomingdale’s 6 

recording would show no “from”-number.  Under either of these circumstances, if the third 7 

party wireless provider handed the call directly to Verizon’s tandem, that third party wireless 8 

provider would be the responsible party.  However, if the third party wireless provider 9 

handed the call off to another party and that party handed the call to Verizon’s tandem, that 10 

party would be the responsible party. 11 

 12 

 In both cases, if Bloomingdale’s switch receives a “from”-number to record, that number 13 

would be 595-905-0123.  However, in neither of these cases would Bloomingdale know what 14 

entity was the responsible party.  That said, Verizon would know because Verizon has the 15 

connection to the responsible party and could pass the necessary information at the time of 16 

the call or, in the alternative, could record that information at the tandem and could pass the 17 

call detail records that identify the responsible party to Bloomingdale at a later date, as it says 18 

it does with FGD carriers. 19 

 20 

Q. Has Verizon stated a position on identification of traffic? 21 

A. Yes.  Attached as Exhibit A-____ (DSM-5) and Exhibit A-___ (DSM-6) are two filings that 22 

Verizon Communications Inc. filed with the FCC on behalf of the Verizon Telephone 23 
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Companies, including Verizon North, Inc. and Contel of the South, regarding unidentified 1 

traffic, which some in the industry call “phantom traffic”.  I note that the terminology 2 

“phantom traffic” is misleading since this traffic is real, it exists, and it uses the network.  3 

The only thing that is missing is identification of the responsible party. 4 

 5 

Q. What is the document in Exhibit A-____ (DSM-5)? 6 

A. Exhibit A- ___ (DSM-5) is a twenty-six (26) page ex parte filing Verizon made with the FCC 7 

on December 20, 2005, in In the Matter of Developing a Unified Intercarrier Compensation 8 

Regime, CC Docket No. 01-92.  It consists of a white paper dated May 23, 2005, that 9 

“addresses Verizon’s views on phantom traffic”. 10 

 11 

Q. What does this document state about the importance of the identity of the responsible carrier? 12 

A. On page 3 of the white paper, second paragraph, Verizon states, “The identity of the carrier 13 

responsible for payment is the key piece of information in billing any call.” 14 

 15 

Q. Do you agree? 16 

A. Yes, and I note that the absence of this key piece of information was an important factor that 17 

influenced terminating end offices to implement and use the Residual Usage Methodology. 18 

 19 

Q. What does this document state about unidentified terminating traffic routed over a direct 20 

interconnection? 21 

A. On page 3 of the white paper, third paragraph, Verizon states, “. . . when interexchange 22 

carriers purchase direct interconnection to a carrier’s end office; the terminating carrier can 23 
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determine the carrier responsible for payment merely by looking to the incoming trunk 1 

group.  The carrier responsible for payment cannot, however, be determined by looking to 2 

the Signaling System 7 stream.” 3 

 4 

Q. What is the significance of this? 5 

A. It signifies that the terminating provider will hold the party on the other end of a direct 6 

connection responsible for 100% of the terminating traffic routed over that trunk group. 7 

 8 

Q. What does this document state about unidentified terminating traffic routed through a third 9 

party’s tandem? 10 

A. On page 4 of the white paper, first paragraph, Verizon states, “Terminating carriers that 11 

terminate traffic that has transited a different carrier’s tandem also have the tools needed to 12 

identify the carrier responsible for payment.  Pursuant to industry standards, the carrier 13 

responsible for payment is identified on billing records known as ‘EMI records’ or 14 

‘terminating access records’ [call detail records], which are created by the tandem provider 15 

and provided in electronic format to the terminating carrier. . . .  Just as it would do for its 16 

own terminating traffic, the tandem provider determines the carrier responsible for payment 17 

by looking to the trunk group over which the call arrived at the tandem. . . .  Terminating 18 

access records therefore already provide terminating carriers the tools necessary to determine 19 

whom to bill . . . .” 20 

 21 

 22 

 23 
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Q. Do you agree with these statements? 1 

A. I agree with Verizon that the tandem serving the terminating end office is the only entity that 2 

can identify traffic that is transited through that tandem.  Further, I agree that the transiting 3 

switch (Verizon’s tandem) can identify the responsible party by looking to the trunk group 4 

over which the call arrived at the tandem.  Finally, I agree with Verizon’s implied position 5 

that the transiting provider should be sending an EMI record for 100% of the traffic that is 6 

routed through the transiting switch. 7 

 8 

Q. Do you then agree with Verizon’s stated position that terminating carriers already have 9 

enough information to identify the responsible carrier for terminating traffic that transits a 10 

Verizon tandem? 11 

A. Absolutely not.  Verizon’s position has the implied assumption that Verizon is sending EMI 12 

records for 100% of the terminating traffic that transits its tandems to the terminating end 13 

offices.  This is not the case.  Verizon is not sending call EMI records for most of the traffic 14 

that is routed or transited through its tandems. 15 

 16 

Q. Would the Residual Usage Methodology be used if Verizon sent EMI records for 100% of 17 

the usage that was switched by its tandem? 18 

A. Yes.  If Verizon sent EMI records for 100% of the usage that was switched by its tandem, the 19 

results of the Residual Usage Methodology calculation would be zero—that is, no usage was 20 

unidentified.  However, even in this case, the Residual Usage Methodology would provide a 21 

valuable control.  It would confirm that EMI records for 100% of the usage routed through 22 

the tandem was received by the terminating end office. 23 
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Q. What does Verizon state about the use of “from”-numbers in this document? 1 

A. On page 6 of the white paper, Verizon states, “Pursuant to industry standards, which have 2 

been incorporated into the design of most switch recording equipment in the industry, the 3 

‘from’ field in the terminating access record is populated by recording the CPN or CN that 4 

appears in the SS7 signaling stream.” 5 

 6 

Further on page 11 of the white paper, Verizon states, “In addition, there are cases where 7 

traffic that contains a valid CPN or CN in the signaling stream (which is incorporated into the 8 

terminating access record) still cannot be jurisdictionalized based on that information. Calls 9 

from ‘non-geographic’ phone numbers, such as wireless roaming calls, provide one such 10 

example.  Due to roaming, the CPN associated with a wireless customer’s handset may or 11 

may not indicate the geographic location where a wireless call originated.” 12 

 13 

 These statements hold you can not use the “from”-number to determine jurisdiction, whether 14 

the call should be billed as interstate toll access, intrastate toll access or local termination.  15 

Further, Verizon holds throughout this document that the “from”-number, as recorded by the 16 

terminating end office, does not accurately identify the responsible party. 17 

 18 

Q. Would you describe Exhibit A-____ (DSM-6)? 19 

A. This is an 18 page ex parte filing Verizon made with the FCC on October 5, 2005.  This 20 

filing reflects Verizon’s discussions with several FCC staff members on October 4, 2005, 21 

regarding “potential solutions to address ‘phantom traffic.’”  This document appears to be a 22 



 39

power point presentation that Verizon prepared that covers the position that Verizon stated in 1 

the white paper dated May 23, 2005. 2 

 3 

Q. What is Verizon’s position on identification of responsible carriers in this document? 4 

A. On page 5 of the presentation, Verizon states, “Transit providers that identify the carriers to 5 

be billed should not be held responsible for any inaccurate or invalid information from those 6 

carriers.”  Additionally, on page 17 of this presentation, Verizon states, “Tandem providers 7 

that identify the carrier to be billed should not be held responsible for inaccurate or invalid 8 

information received from those carriers.” 9 

 10 

Q. Do you agree with Verizon’s position? 11 

A. I agree that if Verizon identifies the carrier to be billed, and it is not Verizon, Verizon should 12 

not be held responsible for the identified traffic.  This is consistent with the Residual Usage 13 

Methodology, as previously described in my testimony, which would not bill Verizon for any 14 

identified traffic that was not Verizon’s own. 15 

 16 

That said, I believe that Verizon’s position has as an underlying premise that if Verizon does 17 

not identify transit traffic, the transit provider is the responsible party and should be held 18 

responsible for that traffic.  This too is a premise of the Residual Usage Methodology.  19 

However, Verizon is not currently paying for terminating traffic routed through its tandems 20 

and billed using the Residual Usage Methodology even though Verizon has adopted the same 21 

underlying premise. 22 

 23 
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Q. Why is the Residual Usage Methodology appropriate for determining terminating FGC 1 

access usage? 2 

A. The Residual Usage Methodology determines actual usage without requiring that Verizon 3 

make changes in its procedures or network, while still allowing MECA members to capture 4 

and bill all usage terminated from Verizon’s tandem.  The methodology is auditable and 5 

verifiable.  If Verizon wants to verify the number of minutes of use calculated by use of the 6 

Residual Usage Methodology, Verizon could make an independent recording of the traffic as 7 

its leaves the tandem and check the MECA member’s billing records. 8 

  9 

 Absent Verizon making upgrades to send electronic call information with each call that 10 

identifies the carrier and the type of traffic including its own, which Verizon has chosen not 11 

to do, the Residual Usage Methodology is the only method that ensures that the end offices 12 

are able to verify that all terminating minutes of use are being recorded and billed to the 13 

appropriate carrier, including Verizon.  As the tandem provider, Verizon has control over the 14 

information that is sent to the end office with a call.  The Residual Usage Methodology 15 

places incentives on Verizon to properly identify traffic, including its own, sent to the 16 

terminating Rural ILECs.  Further, the Residual Usage Methodology gives the tandem 17 

provider the incentive to stop dumping unidentified traffic on the end office company and to 18 

stop shifting its costs to another party. 19 

 20 

 Further, MECA believes all carriers should be treated similarly.  If MECA gives in to 21 

Verizon’s demand to charge Verizon switched access charges based upon Verizon-derived 22 

terminating usage while other toll carriers are being charged for measured actual terminating 23 
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minutes of use, it will give toll carriers a competitive disadvantage to Verizon. Verizon’s 1 

derived usage, which estimates unreasonably low terminating minutes of use, as discussed in 2 

greater detail by Mr. David Freeman, will result in Verizon not paying for its actual usage and 3 

paying less than its total switched access bill, giving it an unfair competitive edge over other 4 

toll carriers. 5 

 6 

Verizon has the technical capability to upgrade to provide call detail so that its and other 7 

carrier’s usage can be directly identified and measured, or Verizon could shift its traffic to 8 

dedicated trunks, potentially saving itself money.  However, Verizon has made a 9 

management decision not to go to actual measurement.  It therefore appears that Verizon’s 10 

hesitancy to go to actual usage and its demand for use of its own internal unsubstantiated 11 

ITAC methodology is designed to obtain some competitive advantage over other providers.  12 

Use of the ITAC methodology yields terminating usage that is disproportionately low when 13 

compared to measured usage.  Again, this results in a significantly lower total switched 14 

access charge that gives Verizon a competitive advantage. 15 

 16 

Furthermore, it is not appropriate for Verizon to insist on the use of its own internal and 17 

unverifiable methodology when Verizon is the party that is sending unidentified traffic to the 18 

Rural ILECs.  If Verizon sends traffic to the Rural ILECs, it should be required to take 19 

whatever steps are necessary to identify the carrier that is responsible for that traffic.  If it 20 

chooses not to do so, Verizon should be the responsible party since Verizon is in a superior 21 

position to identify traffic.  Verizon should not be allowed to dump traffic on LECs and leave 22 

them without a means of recovering their legitimate terminating costs for the traffic. 23 
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Q. Has Verizon ever paid pursuant to the Residual Usage Methodology? 1 

A. Yes.  Verizon paid pursuant to the Residual Usage Methodology to companies that deployed 2 

it since 1997.  Verizon paid until its recent decision to stop paying, declare its own usage, 3 

and retroactively adjust the Rural ILECs’ bills. 4 

 5 

ISSUE TWO: NONPAYMENT OF LOCAL TRANSPORT AND TERMINATION INVOICES 6 

 7 

Q. What is the issue regarding local traffic? 8 

A. Verizon in some cases has refused to pay charges for local transport and termination services 9 

provided by the Rural ILECs to Verizon for the termination of local calls sent to them from 10 

Verizon’s end users in adjacent or nearby Verizon exchanges as defined in Verizon’s tariffs.  11 

Most of these local calls come from adjacent exchanges as a result of the Expanded Local 12 

Calling that was mandated by the Legislature in 2000 and ordered by the Commission in 13 

Case Nos. U-12515 and U-12528 in 2000 and 2001.  Some of these local calls are made as 14 

part of Expanded Area Service, known as EAS, which existed prior to 2000.  Verizon 15 

indicated in its July 2005 e-mail messages contained in Exhibit A-___ (DSM-3) that, until 16 

ILEC-to-ILEC interconnection agreements are in place with the affected Rural ILECs whose 17 

exchanges subtend Verizon tandems, the dollars related to local traffic termination were 18 

being removed from compensation at that time.  Verizon also fails to acknowledge or pay 19 

bills from Pigeon Telephone Company and Carr Telephone Company, which do not subtend 20 

a Verizon tandem but terminate local traffic from Verizon. 21 

 22 

 23 
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Q. Is this a usage-related dispute? 1 

A. Not that we know of.  Verizon appears to be refusing to pay solely based on a self-serving 2 

legal argument in order to enrich its stockholders.  In any event, the MECA members clearly 3 

are providing these services to Verizon.  Verizon is receiving the benefit of these services.  4 

That said, MECA is concerned that Verizon will raise usage-related issues later.  To avoid 5 

having to return to the MPSC at a later date, MECA would like to address this issue now. 6 

 7 

Q. Please explain the issue in more detail. 8 

A. The situation involves either (1) dedicated or (2) common toll completing trunk groups.  For 9 

local traffic that is routed directly over a dedicated trunk group that connects a Verizon end 10 

office and a Rural ILEC’s end office, Verizon should be the responsible party for all the 11 

terminating traffic to the affected Rural ILEC’s end office.  Direct trunk groups were created 12 

bilaterally by both parties to exchange traffic between themselves.  Therefore, the only traffic 13 

that should be on these direct trunk groups is that of Verizon and that of the affected ILEC 14 

associated with that end office.  If Verizon has unilaterally decided to put third parties’ traffic 15 

on this trunk group, Verizon is still the responsible carrier for this traffic and the affected 16 

ILEC has no responsibility to those third parties.   Since we are talking about terminating 17 

traffic to the affected Rural ILEC, it only makes sense to hold Verizon responsible for one 18 

hundred percent of that traffic.  This is very analogous to and follows the same logic as the 19 

conclusions regarding terminating toll trunks in Verizon’s ex parte FCC filings I mentioned 20 

earlier. 21 

 22 

 The second situation involves local traffic that is routed over a common toll completing trunk 23 
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group that connects a Verizon tandem and an affected Rural ILEC end office.  In that 1 

situation, the incumbent LEC associated with the rate center of the “from”-number is 2 

designated as the responsible carrier for all the local terminating traffic to the affected Rural 3 

ILEC end office for which Verizon, as tandem provider, does not provide enough 4 

information at the time of the call or in an electronically provided call detail record.  If the 5 

incumbent LEC (other than Verizon) associated with the rate center of the “from”-number 6 

denies responsibility for any of this traffic, then the tandem provider would be held 7 

responsible for the disputed portion.  The logic for this position is that the traffic is clearly 8 

local traffic of a LEC in the exchange associated with the “from”-number and it would be the 9 

incumbent LEC’s traffic if all local CLEC and CMRS traffic were properly identified.  The 10 

Rural ILECs, however, are not in a position to ensure that all local CLEC and CMRS traffic 11 

is properly identified.  The tandem provider is in a superior position to require identifying 12 

information and to actually identify the originating LEC for usage routed through the tandem.  13 

 14 

 The local traffic routed over common toll completing trunk groups that I described is the 15 

same traffic that was identified as local and subtracted as part of the Residual Usage 16 

Methodology process. 17 

 18 

Q. In the absence of interconnection agreements, on what basis are the Rural ILECs billing 19 

Verizon for that local traffic?  20 

A. The Rural ILECs rely on MECA’s MPSC Tariff No. 23R relating to local transport and 21 

termination service and if they are not listed as a participant in this tariff, they rely on their 22 

individually filed Terminating EAS or Local Call Termination Service tariff.   23 
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Q. How long have MECA’s MPSC Tariff No. 23R been used to charge for termination of local 1 

traffic? 2 

A. This Tariff has been used to charge for the termination of local/EAS traffic since 1999. 3 

 4 

Q. Please describe the history of the use of tariffs for termination of local/EAS traffic. 5 

A. Many of the incumbent LECs have exchanged local EAS traffic between their exchanges for 6 

decades.  Tariffs came into use for this local traffic in 1997 due to changes resulting from the 7 

1996 Federal Telecommunications Act and the then-recent introduction of local competition 8 

into SBC and Verizon exchanges.  The ILECs filed tariffs in 1997 to bill for EAS traffic in 9 

lieu of the bill and keep agreements that had been in place prior to the FTA. 10 

 11 

 The use of tariffs was extended to apply to Expanded Local Calling when MECA filed its 12 

Tariff No. 23R as a result of the MTA amendment mandating that Verizon and SBC provide 13 

Expanded Local Calling to replace toll calling to adjacent exchanges.  In the MPSC cases 14 

examining and implementing Expanded Local Calling, the Commission ordered that 15 

compensation for terminating a local call should be at the terminating company’s local call 16 

termination rate.  Further, in response to comments asserting that expanded local calling 17 

would cause hardships from an alleged need to negotiate interconnection agreements with the 18 

rural ILECs, the Commission noted that local call termination may generally be obtained 19 

through a LEC tariff, without the need for a negotiated interconnection agreement.  MECA 20 

had indicated in its testimony and pleadings that if a local compensation scheme were to 21 

apply, the Rural ILECs would bill pursuant to a tariff and there would be no need to negotiate 22 

interconnection agreements.  MECA also participated in the subsequent proceedings to 23 
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develop implementation work plans and once again informed all the parties, including 1 

Verizon, that MECA would file a tariff in behalf of its members based on their individual 2 

TSLRIC costs to establish the charges for local call termination.  Verizon was well aware 3 

that a tariff would be used and did not object to its use formally or informally in those 4 

proceedings or discussions.   5 

 6 

Q. Are there other factors supporting the use of tariffs? 7 

A. Yes.  The Rural ILECs were required by federal statute to “establish” reciprocal 8 

compensation “arrangements” for the transport and termination of telecommunications 9 

traffic.  The tariff sets forth these arrangements for local telecommunications traffic.  As I 10 

indicated, these arrangements became necessary and appropriate when the Commission 11 

ordered Verizon and SBC to provide expanded local calling to adjacent exchanges.   12 

 13 

Q. Has Verizon ever paid pursuant to tariff? 14 

A. Yes.  Verizon paid when Bloomingdale and Westphalia billed Verizon at the advent of 15 

expanded local calling.   16 

 17 

Q. Are the MECA members rural telephone companies? 18 

A. Yes.  They all are classified as rural telephone companies.  They meet the size and other 19 

requirements specified in federal law. 20 

 21 

Q. Do the MECA members have a duty to negotiate interconnection agreements? 22 

A. No.  Due to their size, as rural telephone companies, the MECA members are exempt from 23 
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the duty to negotiate interconnection agreements.  The MECA members even are limited in 1 

their ability to request interconnection agreements with other providers since the service at 2 

issue is provided in their own exchanges as incumbent LECs.  In any event, the use of tariffs 3 

is much more efficient and economical for these small rural LECs.  Individual negotiations 4 

with multiple carriers would be unduly burdensome and costly.  Moreover, the local traffic 5 

that is at issue here is interexchange traffic between incumbent LECs that is either EAS 6 

traffic or Expanded Local Calling traffic.  It is not the traditional intra-exchange traffic that is 7 

exchanged by a CLEC and an incumbent where they compete with each other. 8 

 9 

Q. What is your conclusion regarding the local termination issue? 10 

A. The Rural ILECs properly billed Verizon for local termination.  Verizon is responsible for 11 

the billed amounts and should pay pursuant to the local termination tariff of each Rural 12 

ILEC.  13 

 14 

ISSUE THREE: NONPAYMENT OF CERTAIN ORIGINATING SWITCHED ACCESS 15 

TRAFFIC 16 

 17 

Q. What is the nature of the issue regarding originating switched access service? 18 

A. Verizon is not paying for originating toll access service for calls originated from Verizon’s 19 

toll customers. 20 

  21 

Q. Is there merit to Verizon’s claim regarding the originating switched access traffic in dispute? 22 

A. No.  End users are entitled to select toll carriers of their choice.  End users expect that their 23 
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chosen toll carrier will complete all their toll calls.  In order to provide end-to-end toll service 1 

for any given call, the toll carrier may need to purchase originating toll access service from 2 

one carrier and terminating toll access service from another, or the toll carrier may terminate 3 

the call itself.  Originating toll access is independent of where terminating toll access is 4 

provided.  The toll carrier is responsible to pay switched access charges for its originating toll 5 

traffic regardless of to which carrier those calls terminate. 6 

 7 

 Since Verizon was offering toll service in the affected Rural ILECs’ exchanges at the time of 8 

the calls at issue and many end users selected Verizon as their toll carrier, Verizon is 9 

responsible for the charges associated with its toll customers’ originating switched toll access 10 

traffic regardless of the carrier to which a call may terminate. 11 

 12 

Q. Is there further technical support for your conclusion? 13 

A. Yes.  My conclusion is supported by the information the network provides for every 14 

originating switched 1+ call and how the billing systems process that information and bill the 15 

call.  Exhibit A-___ (DSM-7) lays out the flow of information from the time the end users 16 

select their intraLATA carrier to when the recorded call information is converted to non-17 

summary records in Electronic Message Interface (“EMI”) format as defined by the Office of 18 

Billing Forum (“OBF”).  Exhibit A-___ (DSM-8) lays out the flow of these 11 01 01 EMI 19 

records through the switched access billing system and the production of switched access.  20 

The flow of the information as described in these exhibits shows that only the toll carrier 21 

originating the intraLATA switched call is billed. 22 

 23 
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In Mr. Freeman’s testimony, he discusses a detailed comparison of the call detail records 1 

billed and call records Verizon provided for Westphalia Telephone Company.  As stated in 2 

his conclusion, the calls that Verizon is disputing are to NPA-NXXs that are assigned to a 3 

CMRS provider or a facility-based CLEC and that the call records recorded by the 4 

Westphalia switch show that Verizon was the originating toll carrier for each of the disputed 5 

calls.  He also noted that if you look at the thousand number block assignee, some of the calls 6 

disputed are from a thousand number block assigned Verizon.  He also noted that all of the 7 

calls are to rate centers that are within the same LATA as the originating phone number and 8 

Westphalia Telephone Company has not defined calls to those rate centers as local.  9 

Therefore, the calls are of an intrastate intraLATA nature, which is non-local, and thus 10 

subject to the rates, terms and conditions found in MECA’s MPSC Tariff No. 25. 11 

  12 

In summary regarding the disputed originating switched access calls, Verizon was the 13 

selected toll carrier, the calls were intraLATA in nature—not local, and the affected Rural 14 

ILECs billed correctly per their intrastate access tariff.  Therefore, Verizon is the responsible 15 

party for these calls and should pay the originating access charges based on the ILEC’s 16 

recorded usage. 17 

 18 

ISSUE FOUR: NONPAYMENT OF CERTAIN BILLING AND COLLECTION CHARGES 19 

Q. Is there merit to Verizon’s claim regarding billing and collection charges? 20 

A. No.  The billing and collection charges are associated with intraLATA toll calls for which 21 

Verizon was the toll carrier.  Like originating toll access, there is no reason why billing and 22 

collection should be dependent on to which carrier the call terminates.  Moreover, the Rural 23 
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ILECs actually performed the billing and collection services, billing these calls to Verizon’s 1 

toll customers and remitting appropriate revenues to Verizon.  Since Verizon was the toll 2 

carrier associated with the disputed billing and collection function and Verizon had 3 

contracted with the affected Rural ILECs for billing and collection services and those 4 

services were performed, Verizon is responsible for the disputed billing and collection 5 

charges.  6 

 7 

Q. Is there further technical support for your conclusion on this part of the dispute? 8 

A. Yes.  The billing and collection process starts with the same information as that used to 9 

collect information for an originating 1+ intraLATA call as outlined in Exhibit A-___ (DSM-10 

7).  Instead of using EMI 11 01 01 record for the start of access billing, the billing and 11 

collection process uses the EMI 01 01 01 record.  The billing and collection process proceeds 12 

as laid out in Exhibit A-___ (DSM-9).  While each affected Rural ILEC has its own 13 

agreement with Verizon to do billing and collection services, the contracts are identical in 14 

terms and conditions.  Exhibit A-___ (DSM-10) is a copy of an umbrella agreement and the 15 

relevant annexes for one of the affected Rural ILECs.  This agreement and the annexes are 16 

identical in all material aspects to the contracts entered into with Verizon by the other 17 

affected Rural ILECs. 18 

 19 

As part of the billing and collection process, the affected Rural ILECs, on Verizon’s behalf, 20 

bill the end user who made the toll call because Verizon was the end user’s selected toll 21 

carrier.  The affected Rural ILECs are required by contract to collect these toll charges from 22 

Verizon’s toll customers residing in the Rural ILECs’ exchanges.  The net result is that the 23 
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affected Rural ILECs charge Verizon for the billing and collection function and remit to 1 

Verizon the collected toll revenues that were collected from Verizon’s toll customers, who 2 

are also the Rural ILECs’ local customers. 3 

 4 

I also note that while Verizon’s dispute regarding originating switched access charges and 5 

billing and collection charges relates to the same toll calls, Verizon did not return to the 6 

Rural ILECs any monies related to toll charges collected from Verizon’s toll customers and 7 

subsequently remitted to Verizon. 8 

 9 

In summary on this issue, Verizon is the toll carrier of the disputed calls; the affected MECA 10 

member companies have a billing and collection agreement with Verizon to perform certain 11 

services relating to those toll calls; and the Rural ILECs have performed the services for the 12 

disputed calls.  Therefore, Verizon is responsible for the disputed invoices and the affected 13 

Rural ILECs are due all disputed amounts related to billing and collection. 14 

 15 

 AMOUNTS DUE 16 

Q. Have you summarized the amounts billed to Verzion and the amounts disputed? 17 

A. Yes.  I have prepared Exhibit A-___ (DSM-11) which shows by issue by company by month, 18 

the amount billed per tariff or contract for each month, the amount Verizon paid related to 19 

that invoice and the amount still owed for services provided.  As of January 31, 2006, this 20 

shows that Verizon owes the affected Rural ILECs $2,378,743.02. 21 

 22 

 23 
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Q. Does Verizon owe any monies in addition to those for services rendered? 1 

A. Yes.  The affected Rural ILECs’ tariffs for intrastate switched access services and 2 

Terminating EAS / Local Transport and Termination Service contain provisions for the 3 

charging of late fees.  Per MECA Tariff MPSC No. 25, section 2.4.1(C)(2) the late payment 4 

charge is 0.000292 per day compounded daily for each day late.  Per MECA Tariff MPSC 5 

No. 23R, section 2.4.1(C)(2), the late payment charge is 0.000160 per day compounded daily 6 

for each day late.  Per the individually filed Terminating EAS or Local Call Termination 7 

Service tariffs, each of those tariffs references MECA Tariff MPSC No. 25, section 8 

2.4.1(C)(2) for the application of late payment charges. 9 

 10 

Q. How much do these late payment charges amount to? 11 

A. I have prepared Exhibit A-___ (DSM-12) that shows the amount of late payment charges due 12 

as of January 31, 2006, for payments properly billed for which payment had not been 13 

received.  The total amount of late payment charges due at January 31, 2006, is $102,652.29. 14 

 15 

Q. Are other amounts due besides this amount? 16 

A. Yes.  Given the ongoing nature of this dispute, additional amounts will accrue for additional 17 

invoices that are disputed for services provided and for additional late payment charges.  If it 18 

follows the pattern of prior months, the additional amounts due will be approximately 19 

$207,571.00 per month. 20 

 21 

Q. Are any other amounts in dispute? 22 

A. Yes.  There are amounts that Verizon has paid for terminating intrastate intraLATA toll 23 
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access that Verizon has retroactively claimed as refunds due for the period from April 2003 1 

to December 2004.  Verizon sent letters on December 6, 2005, requesting these refunds.  2 

Exhibit A-___ (DSM-13) contains copies of these letters. 3 

 4 

Q. How much is Verizon claiming for these refunds? 5 

A. As shown in Exhibit A-___ (DSM-14), Verizon claims an additional $2,875,958.00, bringing 6 

the total amount in dispute at January 31, 2006, to $5,357,353.31. 7 

 8 

Q. Have you prepared an exhibit that summarizes all amounts in dispute? 9 

A. Yes.  Exhibit A-___ (DSM-15) summarizes all amounts in dispute at January 31, 2006, with 10 

anticipated future monthly accruals after January 31, 2006. 11 

 12 

Q. What relief does MECA seek from the Commission? 13 

A. MECA seeks an order from the Commission declaring that Verizon must pay for all 14 

terminating toll access calls based upon the T/O ratios previously agreed to in Case No. U-15 

9590 for time periods when measurement of actual usage was not available.  The 16 

Commission should declare that Verizon must pay for all terminating toll access calls based 17 

on actual usage determined by the Rural ILECs after they implemented the Residual Usage 18 

Methodology.  The Commission should declare that the Residual Usage Methodology 19 

continues to be a proper and legitimate method of measuring and billing actual terminating 20 

usage.  MECA also seeks a declaration that unidentified traffic is the responsibility of the 21 

tandem provider and that the tandem provider can pass back any charges.  The Commission 22 

should declare that the “from”-number is not sufficient to identify and bill carriers.  The 23 
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Commission should declare that UNE-P or its replacement is the responsibility of UNE-P 1 

wholesaler and the Rural ILECs do not have to subtract that usage as identified traffic under 2 

the Residual Usage Methodology.  Also, the Commission should find that Verizon owes the 3 

full amount of charges for originating toll access as billed by the Rural ILECs.  Further, the 4 

Commission should declare that Verizon owes billing and collection fees based on the usage 5 

submitted by the Rural ILECs.  The Commission should declare that Verizon must pay local 6 

transport and termination charges for termination of local traffic pursuant to the Rural 7 

ILECs’ applicable tariffs.  The Commission should allow the assessment of late payment fees 8 

for amounts due from Verizon per the applicable tariff.  9 

  10 

Q. Does this conclude your prepared direct testimony? 11 

A. Yes. 12 

 13 
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Q. Please state your name and business address. 1 

A. My name is David F. Freeman, and my business address is 109 E. Main Street, 2 

Westphalia, Michigan 48894. 3 

 4 

Q. By whom are you employed and in what capacity? 5 

A. I am currently employed by Clinton County Telephone Company.  Clinton County 6 

Telephone Company is the parent company of Westphalia Telephone Company, which 7 

provides basic local exchange service and access service in Michigan, and also of 8 

Westphalia Broadband, Inc.  I serve in the role of Chief Financial Officer for all these 9 

companies. 10 

 11 

Q. Would you detail your educational background? 12 

A. In 1972, I received a B.S. in Business Administration—Accounting from Portland State 13 

University in Portland, Oregon.  In 1975, I was certified by the Division of Professional 14 

Licensing, State of Washington, as a Certified Public Accountant. 15 

 16 

Q. Please explain your experience in the telecommunications field. 17 

A. I entered the telecommunications industry in May 1975, when I became the Accounting 18 

Manager for the LaCrosse Telephone Company in LaCrosse, Wisconsin.  In 1976, I went 19 

to work for Ace Telephone Company, holding various positions, including Controller, 20 

Chief Financial Officer, Chief Operating Officer, and Chief Executive Officer.  In 21 

October 2003, I left Ace Telephone Association and started my own business, Freeman 22 
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Consultants, and in June 2004 went to work for Westphalia Broadband, Inc. and 1 

subsequently Clinton County Telephone Company.  2 

 3 

Q. Have you previously testified before the Michigan Public Service Commission? 4 

A. Yes, I have.  In 1983, I testified on behalf of Ace Telephone Company in Case No. U-5 

7718, regarding the financial data supporting Ace’s application for authority to revise its 6 

rates and to provide only one-party service.  In 1997, I testified on behalf of the Michigan 7 

Exchange Carriers Association, Inc. (“MECA”) in Case No. U-11298, which involved 8 

MECA’s complaint against Ameritech Michigan, subsequently known as SBC and now 9 

as the new AT&T Michigan, regarding Ameritech Michigan’s attempt to unilaterally 10 

impose changes in toll access usage on the MECA members (the “Rural ILECs”), much 11 

like Verizon’s current attempt.   12 

 13 

Q. Have you testified before any other state’s public utilities commission during your 14 

career? 15 

A. Yes, I have. I testified before the Wisconsin, Minnesota and Iowa Public Utility 16 

Commissions and was responsible for preparing rate cases before those commissions. 17 

 18 

Q. In the course of your employment, have you become familiar with the types of switches 19 

and recording capabilities of Westphalia Telephone Company (“Westphalia”) in its 20 

exchange in Michigan? 21 

A. Yes.  I am familiar with the Westphalia switch and its recording capabilities.  This 22 
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switch, like all other switches, uses the LATA Switching Systems Generic Requirements 1 

(LSSGR) structure, which specifies the format for recording. 2 

 3 

Q. Are you familiar with switches used by other Rural ILECs, such as Winn Telephone 4 

Company (“Winn”)? 5 

A. Yes.  I am familiar with similar switches used by other Rural ILECs and with several 6 

other types of switches.  Winn has a DMS-10 switch in the Winn exchange, which also 7 

uses the LSSGR structure.  8 

 9 

Q. Are you familiar with the manner in which Westphalia and Winn bill terminating access 10 

charges and local termination charges to Verizon and other carriers? 11 

A. Yes. 12 

 13 

Q. Are you familiar with the manner in which Westphalia and Winn bill originating access 14 

charges to Verizon? 15 

A. Yes. 16 

 17 

Q. Are you familiar with billing and collection service and the billing for that service? 18 

A. Yes. 19 

 20 

Q. Do you have experience regarding the performance of studies regarding traffic, usage, or 21 

other matters in the telecommunications industry? 22 
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A. Yes.  Since 1972, I have performed duties regarding separations and accounting, and I 1 

am very familiar with separations studies.  Also, in 1985, I wrote the specifications for a 2 

program to perform traffic studies.  When I worked for Ace, this program was still in use 3 

by Ace and others to collect traffic information.  In 1996, I performed a study to 4 

compare usage actually measured by a Rural ILEC with usage derived by Ameritech 5 

Michigan (the new AT&T Michigan) from the IntraLATA Terminating Access 6 

Compensation (“ITAC”) system that AT&T Michigan and Verizon were supporting at 7 

the time. 8 

 9 

Q. What is the purpose of your testimony? 10 

A. In general, the purpose of my testimony is to address the difference between 11 

measurement of actual usage at the Rural ILECs’ switches and derivation of usage from 12 

the ITAC system supported by Verizon.  More specifically, I testify regarding (1) the 13 

capability of switches to measure and record actual usage, (2) use of the “Residual Usage 14 

Methodology” to bill based on that actual recorded usage, (3) the study performed for 15 

Westphalia and Winn to compare their measured actual terminating usage with Verizon’s 16 

reported usage numbers derived from ITAC and Verizon-provided call detail records, (4) 17 

the known problems with and faults of ITAC, (5) originating traffic measurement and 18 

billing, and (6) billing and collection service. 19 

 20 

 21 

 22 



 5

 MEASUREMENT OF ACTUAL USAGE AND DERIVATION OF ESTIMATED 1 

USAGE 2 

Q. What significance does “usage” have to telecommunications companies? 3 

A. “Usage” is the quantity, such as “minutes of use” which quantify the duration of the call, 4 

to which rates are applied.  Rates are applied to usage to determine a total bill for services 5 

that use the billing company’s network to originate or terminate calls.  In this case, the 6 

Rural ILECs submitted bills to Verizon based on the actual recorded usage that the Rural 7 

ILECs measured at their switches or based on derived usage from the T/O ratio 8 

methodology agreed to by Verizon.  However, Verizon refused to pay amounts billed.  9 

Verizon stated that it was deploying its own new methodology for estimating terminating 10 

usage that would be substituted for the actual measured terminating access traffic used by 11 

the Rural ILECs or the usage from the mutually agreed-upon T/O ratios.  In addition, 12 

Verizon has attempted to use its own ITAC-derived usage to make retroactive 13 

adjustments to amounts that it previously paid. 14 

 15 

Q. What is the difference between “measurement of actual usage” and “derivation of 16 

usage?” 17 

A. “Measurement of actual usage” occurs when a switch records each call and associated 18 

minutes of use for the calls processed by the switch on a per call basis.  The switch is a 19 

computer that has additional capabilities that store in memory and produce a record of the 20 

usage of each individual call that is being processed by that switch.  The Rural ILECs’ 21 

switches are the end offices serving customers in local exchanges.  These switches are 22 
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capable of measuring all usage that originates in or terminates to an exchange.  Thus, 1 

they create a record of the individual call history, which is used to determine the actual 2 

usage of other telecommunications providers using the local company’s network. 3 

 4 

 On the other hand, “derivation of usage” occurs when a known quantity, such as 5 

originating usage, is used to estimate another quantity, such as terminating usage.  6 

Derived usage is often determined by applying a formula to the known quantity.  One 7 

example of a derivation methodology is the use of “T/O ratios,” which is short for 8 

Terminating-to-Originating ratios.  These T/O ratios have been commonly used, when 9 

measurement of terminating traffic is not possible, to derive an estimated number of 10 

access minutes of use terminating in an exchange for a particular carrier based on the 11 

number of originating minutes measured in that same exchange.  The specific ratio is set 12 

by exchange and by carrier, and that ratio is multiplied by the carrier’s originating 13 

conversation usage each month for that exchange to estimate the terminating usage, 14 

which then is used for billing purposes. 15 

 16 

Q. How were the specific ratios determined? 17 

A. The specific T/O ratios used by the Rural ILECs were in use prior to 1990.  Verizon, then 18 

known as GTE North Incorporated, and AT&T Michigan, then known as Michigan Bell 19 

Telephone Company, agreed to them and their continued use in Case No. U-9590.  20 

Verizon accepted their use in practice and has not raised any issues regarding their 21 

continuing use until recently. 22 
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Q. Is ITAC a derivation methodology? 1 

A. Yes.  The ITAC methodology used by Verizon is another example of a derivation 2 

methodology.  ITAC also uses originating data to estimate terminating usage.  However, 3 

ITAC differs from the T/O ratio methodology in that ITAC attempts to capture all 4 

originating usage data for an entire LATA, as opposed to using originating data from a 5 

single exchange, as with the T/O ratios.  ITAC attempts to gather large amounts of 6 

originating usage data across a LATA and then attempts to trace where the calls 7 

terminate.  This is how ITAC derives usage terminating in different exchanges.  ITAC 8 

does not record actual terminating usage in an exchange. 9 

 10 

Q. Please describe ITAC in more detail. 11 

A. ITAC is a system that is used to derive the amount of terminating intraLATA minutes of 12 

use for a particular exchange that are originated by Verizon toll customers or by AT&T 13 

Michigan toll customers.  The ITAC system attempts to gather information about all 14 

originating calls throughout each LATA and, without actually tracking the calls to the 15 

terminating end of the call, attempts to estimate the terminating usage in any given 16 

exchange based solely on the originating usage.  However, by its nature, ITAC does not 17 

gather all originating data.  ITAC does not include traffic of facility-based Competitive 18 

Local Exchange Carriers (“CLECs”) or Commercial Mobile Radio Service (“CMRS”) 19 

providers and regularly has missing data for Verizon’s own calls. 20 

 21 

 Until recently, Verizon provided toll service to customers in Rural ILEC exchanges 22 
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where the Rural ILEC end office subtended a Verizon tandem.  Similarly, AT&T 1 

Michigan provided toll service to customers in Rural ILEC exchanges where the Rural 2 

ILEC end office subtended an AT&T Michigan tandem.  Thus, originating information 3 

for calls from all these exchanges in addition to all the Verizon and AT&T Michigan 4 

exchanges in a LATA was needed for ITAC to obtain a complete set of originating data 5 

in order to estimate terminating usage.  Even then, usage from AT&T Michigan’s calls 6 

was not distinguishable from usage from Verizon’s calls.  ITAC could not identify which 7 

carrier was responsible for any portion of the usage terminating in a Rural ILEC 8 

exchange.  Verizon therefore paid each Rural ILEC whose end office subtended a 9 

Verizon tandem for usage sent to that Rural ILEC, and AT&T Michigan paid each Rural 10 

ILEC whose end office subtended an AT&T Michigan tandem for usage sent to that 11 

Rural ILEC. 12 

 13 

 Verizon and AT&T Michigan then used ITAC to settle between themselves based on 14 

their estimates of how the remaining part of the pie should be divided.  ITAC was created 15 

solely for the purpose of determining the settlements between these two carriers for 16 

terminating usage.  ITAC has always been, and still is, based on originating records.  If 17 

originating data was missing, the relative impact between these two carriers was not great 18 

since both carriers had large amounts of usage offsetting each other’s traffic.  ITAC was 19 

not designed or even considered for purposes of determining terminating actual usage for 20 

the Rural ILECs.   21 

 22 
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Q. When usage is derived, does the amount of usage usually differ from measured actual 1 

usage? 2 

A. Most certainly.  Derived usage almost always differs from actual usage due to the nature 3 

of the way the numbers are produced.  In some cases, the differences are small.  In other 4 

cases, the differences are large.  In the case of the usage during the study that was 5 

performed under my direction at Westphalia and Winn, the differences between the 6 

actual usage measured by these companies and the derived usage reported by Verizon are 7 

large. 8 

 9 

 SWITCH CAPABILITY TO MEASURE AND RECORD ACTUAL USAGE 10 

Q. At what point in the network hierarchy does measurement and recording of usage occur? 11 

A. For the Rural ILECs, measurement and recording usually occurs at the end office, which 12 

is generally in the local exchange.  The usage at issue here relates to telecommunications 13 

traffic that either (1) originates from a Rural ILEC’s local exchange, is routed through a 14 

Verizon tandem, and then sent to the dialed phone number or (2) is routed from an end 15 

user of Verizon or other another carrier, through a Verizon tandem, and then terminates 16 

to a Rural ILEC’s local exchange.  Both forms of traffic can be accurately measured by 17 

the switch in the local exchange. 18 

 19 

Q. Do the affected Rural ILECs have the capability to measure and record actual usage? 20 

A. Yes.  All the members who have exchanges that are behind, or that “subtend,” the 21 

Verizon tandems have the capability to measure and record actual usage for both 22 
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originating and terminating traffic. 1 

 2 

Q. Does Verizon have the capability to measure and record usage sent to or received from 3 

the Rural ILECs? 4 

A. I do not know the full extent of the technical capabilities of Verizon’s equipment.  5 

However, it is clear that Verizon today is not measuring and recording all this usage on a 6 

common trunk group.  In fact, as far as I can tell, Verizon is not recording the originating 7 

traffic from a Rural ILEC end office as it enters a Verizon tandem from a common trunk 8 

group or the terminating traffic from a Verizon tandem as it enters a common trunk group 9 

bound to a Rural ILEC end office.  Rather, Verizon is attempting to capture originating 10 

usage from its end offices and then use that originating traffic to derive terminating usage 11 

that terminates to the Rural ILECs by exchange, instead of relying on information that 12 

could be recorded at the Verizon tandem serving that end office.  Similarly, Verizon does 13 

not send records for other companies’ traffic that transits through a Verizon tandem to the 14 

Rural ILECs.  Verizon’s actions do not indicate that it has the ability to measure and 15 

record all usage appropriately, but it is possible that Verizon has the capability and 16 

simply has not chosen to do it. 17 

 18 

Q. Is Verizon’s lack of measurement and recording capability the only concern that you 19 

have with regard to traffic sent to the Rural ILECs from Verizon tandems? 20 

A. No.  While the lack of technical capability or lack of willingness to measure and record 21 

usage is part of our concern, there is a related problem regarding Verizon’s failure either 22 
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to send “signaling” information from its tandems or to provide appropriate call detail 1 

records from its tandems.  2 

 3 

Q. Please explain this problem in more detail. 4 

A. This problem relates primarily to Verizon’s actions as a tandem operator or provider.  5 

Any company that chooses to operate tandems as part of our modern telecommunications 6 

network accepts the responsibility to have its tandems functioning appropriately so that 7 

calls can be passed to the designated carriers and information is passed so that accurate 8 

billing can occur. 9 

 10 

 The modern method that allows this to happen in a fairly seamless manner is sending 11 

“signaling” information with each call.  “Signaling” information is detailed electronic 12 

information that identifies things like the jurisdiction (interstate or intrastate) and the 13 

originating carriers—information that is necessary to accurately bill for each call.  This 14 

signaling information is passed electronically as part of the data stream with each call and 15 

is available to both the tandem provider and the terminating end office company. 16 

 17 

 Another method that allows the end office company to receive all the data necessary to 18 

accurately bill each call is the use of “call detail records.”  The information needed to 19 

produce these records is recorded at the tandem.  The tandem company periodically 20 

places the information into an electronic record format that is sent to the end office 21 

company to use for billing for access and CMRS traffic.  These records are often referred 22 
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to as “Category 11” records, a term that is commonly used in the industry to specify the 1 

particular content of the records. 2 

 3 

 The problem here is that Verizon is not providing the end office companies with 4 

signaling information or call detail records for all the calls that are passed through 5 

Verizon tandems to the end office companies.  6 

 7 

 For a portion of the traffic terminating in the Rural ILECs’ exchanges, this is due to 8 

Verizon’s failure as an originating toll provider to include its own appropriate 9 

information with calls that it originates from its own end users.  Because Verizon fails to 10 

pass the information for its own originating traffic from its end offices to the Verizon 11 

tandem, the tandem cannot send it to the terminating end office company.  For another 12 

portion of the traffic, when billing information is sent with a call to Verizon’s tandems, 13 

Verizon nevertheless does not pass complete information to the terminating end office 14 

company.  For traffic originated or transported by other carriers, when the information is 15 

recorded at the tandem, Verizon does not pass Category 11 records to the terminating end 16 

office company so that these calls can be billed to the appropriate originating and/or toll 17 

carrier.   18 

 19 

 BILLING ACTUAL USAGE WITH THE RESIDUAL USAGE METHODOLOGY 20 

Q. What is the “Residual Usage Methodology?” 21 

A. The “Residual Usage Methodology” is a billing methodology that has been in use in the 22 
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telecommunications industry for over 15 years.  It is a methodology that allows the end 1 

office company to bill the tandem provider for terminating toll access traffic based on the 2 

actual terminating usage measured by the end office company.  It was used in Minnesota 3 

and other states prior to its first use in Michigan, where it has been in use for 10 or more 4 

years.  It is now a commonly used method for billing terminating toll access charges 5 

when call detail information is not available. 6 

 7 

Q. Why did the Residual Usage Methodology come into use? 8 

A. It came into use because of the need for accurate measurement and because of changes in 9 

technology.  The T/O ratios that were being used to derive toll access usage were aging 10 

but remained a cost-effective way of estimating usage.  Changes in technology, such as 11 

the implementation of digital switches, allowed many LECs to measure actual usage at 12 

their end offices.  Some Rural ILECs upgraded their switches in the early 1990s to allow 13 

them to implement the Residual Usage Methodology.  Because of the costs and other 14 

factors involved in upgrading, bill processing, and implementing the Residual Usage 15 

Methodology, several Rural ILECs continued to use T/O ratios, but they were negotiated 16 

or bargained based on the best judgment of the tandem and terminating companies 17 

involved.  Most Rural ILECs have now implemented the Residual Usage Methodology 18 

since T/O ratios have become obsolete due to Verizon and AT&T Michigan’s 19 

discontinuance of originating toll service in the Rural ILEC exchanges.  Without an 20 

originating call, a terminating-to-originating ratio cannot be calculated or applied.  21 

 22 
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Q. How does the Residual Usage Methodology work? 1 

A. Mr. McCartney describes it in more detail in his testimony and exhibits.  In general, 2 

however, the end office company records 100% of the traffic that is sent to it by the 3 

tandem provider.  For every call for which the appropriate signaling or call detail 4 

information is available, that call is billed to the identified carrier at the appropriate rate 5 

for the type of traffic involved.  The remaining call information is examined and local 6 

usage is removed to be billed separately.  All the remaining traffic—the “residual 7 

usage”—is presumed to be the toll traffic of the tandem company since neither Verizon 8 

nor AT&T Michigan provides signaling or call detail records for the calls that originate 9 

from their own customers.  Therefore, the residual usage is billed to Verizon or AT&T 10 

Michigan depending on who is the tandem company. 11 

 12 

Q. Does Westphalia use the Residual Usage Methodology? 13 

A. Yes.  Westphalia began using it for December 2002 usage with the first billing in January 14 

2003. 15 

 16 

Q. Did Verizon pay the bills that Westphalia sent to it using the Residual Usage 17 

Methodology? 18 

A. Yes.  Verizon paid the bills in full until early 2005. 19 

 20 

Q. Does Winn use the Residual Usage Methodology? 21 

A. Yes.  Winn began using it for August 2005 usage with the billing in September 2005. 22 
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 THE USAGE STUDY 1 

Q. Please generally describe the usage study that was performed under your direction for 2 

Westphalia and Winn. 3 

A. The study compared the messages and terminating access minutes of use reported by 4 

Verizon for Verizon’s own traffic as derived from the ITAC system and as shown on 5 

Verizon-provided call detail records with the actual terminating minutes of use measured 6 

at the Westphalia switch serving the Westphalia exchange and at the Winn switch serving 7 

the Winn exchange.  At our request for use in an attempt to reconcile the discrepancies, 8 

Verizon provided call records for Westphalia covering the period from December 25, 9 

2005, through March 24, 2006, and for Winn covering the period from January 1, 2006, 10 

through March 30, 2006, as derived from ITAC.  We compared call detail records for the 11 

same period of time, as recorded at the end office switches and billed using the Residual 12 

Usage Methodology.  I then compared and summarized the call records.    13 

 14 

Q. What were the general results of the study? 15 

A. Verizon's ITAC methodology derived terminating usage for Verizon that was 16 

significantly lower than the actual terminating usage measured by Westphalia and Winn. 17 

 18 

Q. What were the specific results of the study? 19 

A. The specific results of the study in this regard are shown in Exhibit A-___ (DFF-1). 20 

 21 

 22 
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Q. Please explain Exhibit A-___ (DFF-1). 1 

A. This exhibit shows usage using the two different methodologies—“Residual Usage 2 

Methodology” actual measured usage versus usage derived from Verizon’s ITAC system 3 

and Verizon-provided call detail records (Category 11 records).  The ITAC-derived usage 4 

and the usage from Verizon’s Category 11 records was consistently less than the actual 5 

usage measured by the Residual Usage Methodology.  Verizon’s usage only included 6 

about 74.30% of the total calls for Westphalia and 75.56% of the total calls for Winn, as 7 

shown on the exhibit.  The exhibit lists the terminating calls to Westphalia and to Winn 8 

for each “From NPA-NXX-X,” which is the first seven digits of the phone numbers 9 

assigned to an area where calls originate.  Any given “From NPA-NXX-X” represents 10 

1,000 individual numbers; whereas any given “From NPA-NXX” represents 10,000 11 

individual numbers.  Where a complete 10,000-number “From NPA-NXX” was assigned 12 

to a single carrier, the ten 1,000-number groups that comprise this larger group are 13 

combined and listed on the exhibit as a single group.  The exhibit shows the number of 14 

ITAC-derived calls and calls from Category 11 records compared to actual measured 15 

calls using the Residual Usage Methodology for each of these groups. 16 

 17 

 For the Westphalia exchange, there are 206 total number groups.  In 136 of the number 18 

groups, Verizon’s ITAC and Category 11 records dropped or did not include 848 calls, 19 

which is 25.79% of the calls.   In 70 of the number groups, Verizon had the same number 20 

of calls.  The exhibit shows the number groups where the calls were dropped. 21 

 22 
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 For the Winn exchange, there are 850 total number groups.  In 381 of the number groups, 1 

Verizon’s ITAC and Category 11 records dropped or did not include 5,899 calls, which is 2 

24.44% of the calls.  In 469 of the number groups, Verizon had the same number of calls.  3 

The exhibit shows the number groups where the calls were dropped. 4 

 5 

 Due to the dropped calls, there was a corresponding reduction in minutes of use, as 6 

shown on the exhibit, and therefore there would be a consequent reduction in billed 7 

revenue. 8 

 9 

Q. Were the Verizon-provided minutes of use in the same format as those recorded by the 10 

switch? 11 

A. No.  Verizon indicated that the ITAC records it provided do not reflect actual terminating 12 

conversation minutes.  Instead, Verizon increased the recorded minutes of use by one 13 

minute per record.  Verizon did this because the records provided are originating records 14 

used for end user billing—not terminating records used for access billing.  Based on 15 

Verizon’s representations, I subtracted one minute of use for each non-local ITAC record 16 

provided from the total Verizon-provided call detail record minutes of use on my exhibit.  17 

 18 

 The exhibit therefore has total usage numbers in comparable format. 19 

 20 

 21 

 22 
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Q. Do you draw any conclusions regarding ITAC and the Residual Usage Methodology 1 

from the results shown in this exhibit? 2 

A. Yes.  The results show that the Residual Usage Methodology is reliable but ITAC is 3 

dropping data.  As shown in the comparison of each “From NPA-NXX-X,” Verizon’s 4 

submitted ITAC and Category 11 usage either matches the measured actual usage that is 5 

billed pursuant to the Residual Usage Methodology or is less than this measured actual 6 

usage.  In almost every case, Verizon’s submitted usage does not exceed the measured 7 

actual usage, with the exception of a few anomalous cases that I believe are accounted for 8 

by calls received without the ANI.  ITAC can fall short due to missing calls but will 9 

never have extra calls to offset the lost calls or to average out over time.   10 

 11 

Q. Please describe, in more detail, the basis for Westphalia’s and Winn’s measured usage 12 

numbers that were used in the study. 13 

A. Westphalia’s usage and Winn’s usage were recorded at the switch.  Since Westphalia has 14 

a Digital Siemens EWSD Switch with recording capabilities and Winn has a digital 15 

Nortel DMS-10 switch with recording capabilities, these companies can record and 16 

measure 100% of the traffic terminating on all trunk groups.  The recording function on 17 

each switch was activated to record usage on all terminating trunks into the Westphalia 18 

exchange and into the Winn exchange.  Westphalia and Winn separately recorded all the 19 

calls received from the Verizon tandem that terminated in their respective exchanges, 20 

along with their related minutes of use. 21 

 22 
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 Westphalia and Winn are unable to record the identity of the carrier associated with each 1 

call since Verizon’s tandem does not send the carrier identification code (“CIC”) or 2 

Originating Company Number (“OCN”) or other signaling information on calls 3 

terminated to Westphalia or Winn, including for Verizon’s own toll traffic from its own 4 

toll customers.  Therefore, in order to determine Verizon’s toll traffic, we segregated and 5 

subtracted the traffic that is not Verizon’s toll traffic from the total traffic terminated in 6 

each exchange. 7 

 8 

Q. What types of traffic did you segregate? 9 

A. We segregated toll access usage (Category 11 01 01 or Category 11 01 20 records), 10 

Verizon’s reported non-Feature Group C access usage, and local usage from other 11 

exchanges.  Normally, we segregate and subtract traffic for facility-based CLECs and 12 

CMRS providers; however, we checked for call detail records for these types of traffic 13 

and Verizon did not provide any for Westphalia.  Since Verizon provided no call detail 14 

records for this traffic for Westphalia, there was none to subtract.  For Winn, we 15 

subtracted the records as provided. 16 

  17 

Q. How did you segregate traffic for toll carriers? 18 

A. Westphalia and Winn subtracted toll traffic for toll carriers identified by Verizon in 19 

records that it sent to these companies.  Westphalia and Winn subtracted the access 20 

minutes of use for all identified carriers for whom Verizon had sent records from the total 21 

access minutes of use that were recorded.   22 
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Q. How did you segregate Verizon’s non-Feature Group C access traffic? 1 

A. We checked for any reported access minutes of use for any type of access service 2 

provided to Verizon other than the “Feature Group C” or “FGC” access service, which is 3 

the type of access service at issue here.  Verizon generally has only FGC traffic but 4 

theoretically could have some “Feature Group A” or “FGA” traffic, which is 5 

compensated for separately.  We did not deduct any FGA toll access usage for Verizon 6 

since Verizon did not record its FGA calls terminating in the Westphalia exchange or in 7 

the Winn exchange from Verizon’s tandem; rather, Verizon estimated its FGA traffic to 8 

be zero for intraLATA calls and zero for interLATA calls.   9 

 10 

Q. How did you segregate local usage? 11 

A. Westphalia and Winn are able to segregate local traffic from another exchange by 12 

reviewing the “NPA-NXXs” for the traffic.  If the NPA-NXX is assigned to a local rate 13 

center, such as a Verizon or AT&T Michigan exchange with expanded local calling, then 14 

the traffic is local traffic.  All local traffic is subtracted from the total usage sent from the 15 

Verizon tandem to Westphalia or to Winn. 16 

 17 

Q. What results from these subtractions? 18 

A. After subtracting the reported usage for other carriers, Verizon’s reported FGA usage, 19 

and the local usage from the total recorded usage, the result should be the total 20 

terminating FGC access minutes of use for Verizon. 21 

 22 
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Q. After performing the study, have you drawn any conclusions regarding the accuracy of 1 

Westphalia’s and Winn’s numbers, as compared to Verizon’s numbers? 2 

A. Yes.  Westphalia’s numbers and Winn’s numbers are accurate since they are based on 3 

actual terminating usage recorded at the terminating end office switch instead of usage 4 

derived from the faulty ITAC system. 5 

 6 

Q. What is the significance of the difference in usage? 7 

A. Use of Verizon’s derived numbers would result in the underpayment by Verizon of 8 

terminating access and other charges and, if allowed, would give Verizon a windfall. 9 

 10 

Q. Does Exhibit A-___ (DFF-1) show any results regarding local usage? 11 

A. Yes.  In addition to the toll access usage, Verizon submitted terminating local usage data 12 

for purposes of our study that was routed over the common toll trunk groups.  However, 13 

Verizon is not paying the charges for terminating local usage even though Verizon has 14 

records of terminating local usage. 15 

 16 

Q. What is the general magnitude of the local call termination charges for your company? 17 

A. Westphalia’s charges to Verizon for local call termination are around $30,000 per month.  18 

 19 

Q. What is the basis for the local usage billed by the Rural ILECs? 20 

A. The Rural ILECs measured it, apply the tariff rates, and bill Verizon for it.  The usage is 21 

measured at the end office.  Although Verizon has direct trunks for local traffic, Verizon 22 
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also sends local traffic over common trunk groups.  The Rural ILECs measure the actual 1 

terminating usage in both situations.  They then apply the tariff rates and bill for it. 2 

 3 

 PROBLEMS WITH ITAC 4 

Q. Have you had any experience with ITAC? 5 

A. Yes.  I am familiar with the reports that Verizon prepares based on ITAC.  More 6 

importantly, I am familiar with the ITAC system generally and its use in Michigan. 7 

 8 

Q. Does ITAC measure actual terminating usage? 9 

A. No.  Terminating usage is derived from originating usage, and data is missing in the 10 

originating usage. 11 

 12 

Q. Do you know why the ITAC system underestimates terminating access usage? 13 

A. I know some of the reasons why ITAC historically underestimated the terminating usage 14 

for Westphalia, Winn, and other Rural ILECs and why it continues to do so. 15 

 16 

 Among other things, the ITAC system was not designed for use in the modern era of 17 

competition and multiple providers of different services.  Rather, it was originally used in 18 

the era when there was no intraLATA equal access and there were no CMRS providers or 19 

facility-based CLECs.  It was developed for PEC-to-PEC compensation.  “PECs” were 20 

“Primary Exchange Carriers” who were monopolist intraLATA toll providers.  Because 21 

of regulatory restrictions, PECs were the only carriers allowed to have 1+ and 0+ dialing 22 
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for intraLATA traffic.  Commonly, the PECs were Regional Bell Operating Companies 1 

(“RBOCs”) that were created after the divestiture of AT&T—the original company, not 2 

the new AT&T Michigan.  The two PECs in Michigan were GTE North, now Verizon, 3 

and Michigan Bell, now AT&T Michigan.  The two PECs needed a way to compensate 4 

each other for the exchange of their toll traffic.  They created the ITAC system to do this.  5 

ITAC was used between only two carriers.  Each PEC gathered its own originating usage, 6 

including usage for its customers in Rural ILEC exchanges, in order to estimate usage 7 

terminating to the other carrier.  The system, however, was not designed and did not 8 

work in the modern era of competition and multiple providers because it required all 9 

LECs with end users who chose Verizon as their toll provider to participate by providing 10 

originating usage data to the ITAC system.  Without all carriers providing data, ITAC did 11 

not account for all intraLATA originating usage.  12 

 13 

 Since Verizon and AT&T Michigan have completed their withdrawals as toll carriers in 14 

the Rural ILEC exchanges, usage records are needed from fewer carriers.  Nevertheless, 15 

Verizon will continue to provide toll service to end users who are the local customers of 16 

CLECs.  ITAC requires all this data to be captured.  ITAC has never been able to capture 17 

100% of the data needed and is not likely to do so in the future.  18 

 19 

Q. If Verizon has withdrawn as a toll carrier in the Rural ILEC exchanges and terminating 20 

traffic is at issue for only the Rural ILECs in this case, is there any significance at this 21 

time to your statement that ITAC needed data regarding originating toll traffic in all the 22 
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LEC exchanges? 1 

A. The significance relates to the period of time involved in this dispute prior to Verizon’s 2 

withdrawal as an originating toll carrier and the related access bills.  Historically, ITAC 3 

needed this data.  ITAC could not rely on originating traffic for a subset of carriers since 4 

any toll traffic originating in any LEC’s exchange in the LATA could terminate in a 5 

Rural ILEC’s exchange.  For ITAC to have a chance of working, it required all LECs in 6 

the LATA with end users who subscribed to Verizon toll service to submit data in a 7 

timely and accurate manner, especially the incumbent LECs.  There are numerous 8 

incumbent LECs, including all 33 MECA Members (the Rural ILECs), Verizon, AT&T 9 

Michigan, Frontier, Climax Telephone Company, and Peninsula Telephone Company, 10 

meaning that there will be several incumbent LECs with exchanges in each LATA.  A 11 

call from an AT&T Michigan exchange to an end user in a Rural ILEC exchange through 12 

a Verizon tandem switch would have to be included in the calculation based on the 13 

historic Primary Exchange Carrier (PEC)/Secondary Exchange Carrier (SEC) 14 

relationship, including the PEC-to-PEC compensation system that is part of the overall 15 

relationship. 16 

 17 

 Thus, for much of the time period involved in the pending dispute, including the time 18 

periods relating to Verizon’s claims for retroactive adjustments, ITAC needed data from 19 

numerous exchanges and numerous providers throughout each LATA. 20 

 21 

 When AT&T Michigan and Verizon withdrew as toll service providers in the Rural ILEC 22 
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exchanges, data was then needed from all the Verizon and AT&T Michigan exchanges in 1 

each LATA. 2 

Q. Do you believe AT&T Michigan’s traffic has been properly accounted for under ITAC? 3 

A. No.  AT&T Michigan’s data has not been accurate in the past.  Even though the system 4 

was AT&T Michigan’s system, AT&T Michigan’s data was not accurate. 5 

 6 

Q. Are you familiar with any specific problems that ITAC has encountered in the past? 7 

A. Yes.  When I reviewed output from the system in 1997, ITAC was plagued by missing 8 

data and other problems.  ITAC is a complex system that was not designed as a way to 9 

track and record all calls between all carriers.  In order for it to have a chance of working, 10 

it depends on obtaining complete originating traffic data from all the numerous providers 11 

throughout each LATA in the state.  In 1997, ITAC supposedly captured 95% to 96% of 12 

the originating intraLATA calls, which seemed like an impressive number.  However, the 13 

system does not work on the principle of having a sample but requires 100% complete 14 

data.  The loss of 4% to 5% of total intraLATA usage was very significant since the 15 

usage carried by the Rural ILECs as a whole totaled at that time about 2.5% of all 16 

intraLATA calls.  The number of calls in the range of error alone was twice the total calls 17 

of the customers of all the Rural ILECs who were members of MECA.  Obviously, the 18 

lost 4% to 5% of intraLATA calls included a portion of the calls terminating to the Rural 19 

ILECs’ exchanges.  Even though the missing calls may seem insignificant to the PEC, 20 

they have a greater absolute impact on the amount of terminating usage to Rural ILEC’s 21 

exchanges, which is significant.  Since the ITAC system reduced terminating usage to the 22 
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Rural ILECs’ exchanges by 20%, the ITAC system’s failure to capture 4% to 5% of all 1 

intraLATA traffic had a significant impact on the derivation of terminating usage to the 2 

Rural ILECs. 3 

 4 

Further, ITAC utilized manual changes to monthly data whenever the usage for a month 5 

fell below the typical volumes.  AT&T Michigan employed a concept called “smoothing” 6 

to change monthly data in the ITAC system whenever the usage for a month fell below 7 

what it considered to be typical.  AT&T Michigan used averages to create substitute data 8 

that increased originating usage, but did so in a very imprecise manner.  Smoothing 9 

would not be necessary if the ITAC system actually captured all the usage.  10 

 11 

These problems with missing data are problems that I found when I reviewed the ITAC 12 

system in the past; however, there is no indication that these problems have been fixed.  13 

To the contrary, Verizon has not even acknowledged that data are missing or that there 14 

are any problems.  The ITAC system that I reviewed is the same system being used 15 

today, and without changes, the system remains flawed.   16 

 17 

Q. Do you have a belief as to the reasons for which AT&T Michigan wanted to use the 18 

ITAC data? 19 

A. Yes, I do.  I believe that, u\nlike Verizon, AT&T Michigan wanted to use the ITAC data 20 

to estimate new T/O ratios, rather than use monthly ITAC Data for actual billing. 21 

 22 
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Q. Are you aware of any other problems with ITAC currently? 1 

A. Yes.  Originating data actually are not being included for some toll calls.  Verizon itself 2 

has not reported all its own minutes to ITAC. 3 

  4 

Q. If ITAC is missing data on some occasions, would it nevertheless be a reasonable 5 

estimator of usage based on averages over time? 6 

A. No.  The ITAC results can never average out over time.  Unlike other estimators, such as 7 

T/O ratios, ITAC can never produce a result that is higher than actual usage in order to 8 

offset periods with less than actual usage.  A major problem with ITAC is that it has 9 

missing data, which results in an estimate of terminating usage that is less than actual, 10 

harming the Rural ILECs and benefiting Verizon.  Due to the complex nature of the 11 

system, it can never be complete as a practical matter and will always understate usage.  12 

Verizon lacks appropriate incentives to improve the ITAC system. 13 

 14 

Q. Are there any further problems with ITAC? 15 

A. In the past, other types of calls were not included in ITAC, including Directory 16 

Assistance (DA) call completion, Improved Mobile Telephone Service (IMTS), 17 

Centralized Fax, Toll over Extended Area Service (EAS), Inmate, any network originated 18 

call, Dual Party Relay Service (DPRS), Marine, No Answer Operator, Wholesale, 1-800-19 

Readyline Like, Coin 1+, Conference, Competitive LECs (CLECs) using Handoff, 20 

Originating Wide Area Telecommunications Service (WATS), and any other unmeasured 21 

calls.  There may be many more problems with ITAC that I am unaware of. 22 
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 1 

 2 

Q. Does ITAC provide routing information for calls? 3 

A. No, ITAC cannot identify the incoming trunk group over which the call is routed and 4 

how the call is routed to an end office.  It only identifies that a call was supposedly sent 5 

to a particular end office. 6 

 7 

Q. Why is it important to provide routing information for calls? 8 

A. It is important to provide routing information because billing is route-dependent.  9 

Charges for toll access service are based in part on a mileage component, which means 10 

that the particular toll route is needed for proper billing.  11 

 12 

Q. What is your conclusion regarding ITAC? 13 

A. ITAC is unreliable because it is too complex and requires timely, accurate, and precise 14 

input from too many end offices, leaving too many points of possible failure in the 15 

system.  It has known failures and faults.  ITAC does not include routing information 16 

needed for proper billing.  ITAC also is not reasonable as the primary method of 17 

determining usage for billing since it is run by the customer instead of the provider.  18 

ITAC does not place the proper incentives on the tandem provider to pass call detail 19 

information with each call.  In my opinion, ITAC can be used internally by Verizon for 20 

whatever purposes it deems fit, such as checking the general level of usage billed, but 21 

ITAC should not be imposed on the rural LECs as a surrogate for the usage that they 22 
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measure. 1 

 2 

 SOLUTION FOR TERMINATING TRAFFIC MEASUREMENT AND BILLING 3 

Q. What is the best solution for terminating traffic measurement and billing? 4 

A. In the absence of direct trunks or new technologies, the best long-term solution is for 5 

Verizon to send signaling information with each call or to send complete call detail 6 

records at a later date.  Since Verizon has chosen not to install direct trunks or to provide 7 

signaling information or call detail records, the best solution is for the Rural ILECs to 8 

continue to use the Residual Usage Methodology for billing based on the usage they 9 

record at their switches. 10 

 11 

Q. Why is continuing use of the Residual Usage Methodology the best solution? 12 

A. It is best for several reasons.  It allows the provider to bill based on actual usage.  It 13 

places incentives to improve call identification on the proper party, the tandem provider, 14 

because the tandem provider is in a superior position to identify the originating carriers 15 

and pass that identifying information along with the calls.  It keeps billing in the hands of 16 

the access provider, not the access customer.  It is an established and easy-to-use 17 

methodology.  18 

 19 

 ORIGINATING TRAFFIC MEASUREMENT AND BILLING 20 

Q. Has Verizon disputed any bills for originating toll access? 21 

A. Yes. 22 
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 1 

 2 

Q. What is the nature of the dispute? 3 

A. Verizon has not paid the full amount of several bills for originating toll access service 4 

that was provided with regard to toll calls that originated from Verizon’s toll customers 5 

in Rural ILEC exchanges.  Instead, Verizon submitted a different calculation of the 6 

amount owed based on minutes of use that differ from those measured by the Rural 7 

ILECs. 8 

 9 

Q. Have you determined the basis for the difference in usage? 10 

A. Yes.  The difference is usage for toll calls from Verizon’s toll customers in Rural ILEC 11 

exchanges that terminated to facility-based CLECs or CMRS providers.  Verizon paid 12 

originating access charges only if the calls terminated to Verizon’s, AT&T Michigan’s, 13 

or Rural ILECs’ customers.  Verizon refused to pay access charges on calls to CLECs 14 

and wireless providers even though it accepted the toll revenues that were collected for 15 

these calls from its customers in the Rural ILECs’ exchanges.   16 

 17 

Q. How did you determine that Verizon’s refusal to pay relates to toll calls that terminate to 18 

CLECs or wireless providers? 19 

A. I compared the call records from Westphalia Telephone Company that were used to bill 20 

Verizon with the call data that Verizon provided.  Exhibit A-___ (DFF-2) is a summary 21 

of this comparison, which reveals that the calls that Verizon is disputing are to NPA-22 
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NXXs assigned to a CMRS provider or facility-based CLEC.  Our records show that 1 

Verizon was the originating toll carrier for all these calls.  Additionally, a review of the 2 

assignee of the terminating thousand number block (a designated group of four digits of 3 

the telephone number) for these calls shows that some of the disputed calls are from a 4 

thousand number block assigned to Verizon.  All of the calls were to rate centers in the 5 

same LATA as the originating telephone number, and Westphalia has not included those 6 

rate centers in its local calling area.  Therefore, the calls are not local, but are intraLATA 7 

toll calls and the Rural ILECs’ originating toll access rates apply.   8 

 9 

Q. Is there an explanation for Verizon’s failure to pay for these calls? 10 

A. I am aware of no legitimate reason for this.  These calls are all toll calls from Verizon toll 11 

customers, and Verizon is therefore responsible for paying originating toll access charges 12 

to the Rural ILECs.  Verizon is the toll carrier and is responsible for access regardless of 13 

the type of carrier to whom the calls terminate.  Verizon essentially acknowledged that it 14 

is the responsible provider by accepting compensation for toll charges billed to its toll 15 

customers.   16 

 17 

Q. Will these originating usage errors be continuing problems? 18 

A. They should not be.  Verizon recently discontinued originating toll service and withdrew 19 

as a toll service provider in Rural ILEC exchanges.  Thus, the originating usage problem 20 

should not be an issue in the future.  It is an issue now because of past due amounts. 21 

 22 
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 BILLING AND COLLECTION 1 

Q. What is the issue regarding billing and collection? 2 

A. The Rural ILECs billed Verizon on a per call basis for the billing and collection services 3 

that they rendered to Verizon, but Verizon again unilaterally substituted its own usage 4 

numbers. 5 

 6 

Q. Please provide more detail. 7 

A. Verizon has improperly subtracted calls to CLECs and wireless providers from the total 8 

number of calls recorded at the end office.  Since these are originating calls, the Rural 9 

ILECs know exactly how many calls were originated from Verizon toll customers.  10 

Verizon’s refusal to pay billing and collection charges on all the calls originating from its 11 

customers is inconsistent with its acceptance of the full amount of toll charges from its 12 

customers for all the calls recorded by the Rural ILECs. 13 

 14 

 CONCLUSION 15 

Q. What do you propose? 16 

A. I recommend that the Commission reject Verizon’s attempt to impose the ITAC system 17 

as a new means of estimating terminating usage on the small rural companies.  Rather, 18 

the Commission should affirm and approve the continuing use of the “Residual Usage 19 

Methodology” to bill for actual usage that is measured by these companies at their end 20 

offices.  The Commission should order Verizon to pay terminating access bills 21 

submitted using this methodology.  It is reasonable and has been used pursuant to 22 
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MECA’s filed access tariff.  It does not require Verizon to do any upgrades; the Rural 1 

ILECs absorb the cost of implementing it.  It also properly places the burden on Verizon 2 

to include signaling information or provide call detail information (not summary 3 

records) and to record all calls that it sends to the local exchange companies.  As the 4 

tandem provider, Verizon is in a superior position to identify originating carriers and 5 

jurisdictions of calls.  If Verizon shirks its responsibility as a tandem provider and does 6 

not pass the appropriate information to the subtending LEC, then Verizon should be 7 

financially responsible for any terminating usage it sends to the end office companies.  It 8 

is not reasonable or just for Verizon to dump traffic onto the facilities of the Rural 9 

ILECs without identifying who the toll carrier is so that carrier can be billed.  If Verizon 10 

dumps unidentified traffic on the Rural ILECs, Verizon must accept responsibility for 11 

payment of access charges for this unidentified traffic. 12 

 13 

 I further recommend that the Commission find that Verizon should pay for local 14 

transport and termination services at the tariff rates based on the usage measured by the 15 

Rural ILECs. 16 

 17 

 I also recommend that the Commission find that Verizon has inappropriately refused to 18 

pay the Rural ILECs’ bills for originating toll access.  The Commission should find that 19 

Verizon’s calculations and reports submitted in response to the bills contained errors in 20 

usage due to inappropriate subtraction of Verizon’s toll traffic to CLECs and wireless 21 

providers. 22 
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 1 

 I further recommend that the Commission find that Verizon has inappropriately refused 2 

to pay for billing and collection charges. 3 

 4 

Q. Does this conclude your prepared direct testimony? 5 

A. Yes.6 
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