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PROCEEDI NGS

CHAIRMAN GETZ: Okay. Good morning,

everyone. We'll open the hearing in docket DT 10 -025. |
will start out for the record with a brief recap of the
procedural history, then we'll move to taking app earances.
I'll review briefly some of the ground rules for
procedures in this case, address any remaining pr eliminary
matters that need to be taken care of, and then w e'll turn
to the first panel of withesses from the Petition er.

With respect to procedural background,
on October 26, 2009, FairPoint Communications fil ed for
voluntary reorganization under Chapter 11 of the
Bankruptcy Code in the U.S. Bankruptcy Court for the
Southern District of New Hampshire. On February 11, 2010,
FairPoint filed with the Bankruptcy Court its Fir st
Amended Joint Plan of Reorganization under the Co de. And,
on February 24, 2010, it filed with the Commissio na
petition requesting certain approvals in connecti on with
the Reorganization Plan. We issued an order of n otice on
February 26, which set a prehearing conference in this
case on March 9th. Subsequently, on March 16, we issued a
secretarial letter that, among other things, appr oved a
procedural schedule and granted Petitions to Inte rvene.

With that, let's start with appearances,
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beginning with Mr. McHugh.

MR. McHUGH: Good morning, Mr. Chairman,

Commissioner Below, Commissioner Ignatius. Patri ck
McHugh, of the law firm of Devine, Millimet & Bra nch, here
on behalf of FairPoint Communications, Inc., and it's
subsidiaries. Sitting next to me is my partner, Frederick
Coolbroth. Also, with me at counsel table today Ms.
Teresa Rosenberger, State President-New Hampshire for
FairPoint Communications, Peter Nixon, President of
FairPoint Communications, and Shirley Linn, Execu tive Vice
President and General Counsel of FairPoint. Behi nd me are
the first witness panel of Ray Allieri, Lisa Hood , Lee
Newitt, and also Harry Malone, of Devine, Millime t&
Branch.

CHAIRMAN GETZ: Okay. Good morning.
MR. MALONE: Good morning.
CHAIRMAN GETZ: Mr. Kennan.

MR. KENNAN: Good morning, Mr. Chairman,

Commissioner Below, Commissioner Ignatius. Grego ry
Kennan, from the law firm of Fagelbaum & Heller, LLP, on
behalf of Otel Telekom. And, with me in the back of the

room is Mr. Alihan Ciftcioglu from Otel Telekom.
CHAIRMAN GETZ: Good morning.

MR. SHOER: Good morning. Alan Shoer,

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}
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from Adler, Pollack & Sheehan, representing BayRi ng
Communications.

CHAIRMAN GETZ: Good morning.

MR. SHOER: Thank you.

MS. FOLEY: Good morning. Paula Foley,
for One Communications.

CHAIRMAN GETZ: Good morning.

MS. BRAGDON: Good morning. Trina
Bragdon, for CRC Communications of Maine.

CHAIRMAN GETZ: Good morning.

MR. LINDER: Good morning. Alan Linder,
from New Hampshire Legal Assistance, representing
Intervenor Schmitt.

CHAIRMAN GETZ: Good morning.

MR. LINDER: Good morning.

MS. COLE: Good morning, Commissioners.
I'm Carolyn Cole, General Counsel for segTEL, and with me
is Kath Mullholand.

CHAIRMAN GETZ: Good morning.

MS. GEIGER: Good morning, Chairman
Getz, Commissioner Below, Commissioner Ignatius. I'm
Susan Geiger, from the law firm of Orr & Reno,
representing Comcast Phone of New Hampshire, LLC. , and

with me today is Stacey Parker.
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CHAIRMAN GETZ: Good morning.

MS. HATFIELD: Good morning,
Commissioners. Meredith Hatfield, for the Office of
Consumer Advocate.

CHAIRMAN GETZ: Good morning.

MR. ROTH: Good morning, Commissioners.

Peter Roth, from the New Hampshire Attorney Gener al's

Office, for the Staff Advocates. With me today a re Kate
Bailey, the Director of Telecommunications, Publi c

Utilities Commission; Anne Ross, General Counsel for the
Public Utilities Commission; and John Lisciandro, a member
of Deloitte, our consultant and witness. Thank y ou.

CHAIRMAN GETZ: Good morning.

MR. JUDD: Good morning, Commissioners.

My name is Harold Judd, and I'm representing the rest of
the Staff. And, with me is Edward Damon, counsel to the
Commission; David Goyette; Amanda Noonan; Michael Ladam;
and also Alan Kessler and Raymond Gross, who are advisors

to the Staff. Thank you.

CHAIRMAN GETZ: Good morning, everyone.
Is there any other parties who have petitioned to
intervene that need to make an appearance today?

(No verbal response)

CHAIRMAN GETZ: Okay. Hearing nothing,
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then let's turn to some of the procedural issues | want to
make sure that we have under control here.

Order of witnesses: We have a filing

made by Mr. Judd on May 17. And, the cover lette r

indicates that this was made in consultation with the
participants in the docket, and recognizing that actual
time for witnesses will vary. So, Mr. Judd, | as sume then
that this order of withesses was put together wit h parties
indicating who would be seeking cross-examination and some
estimate of potential length of the cross-examina tion, is
that fair?

MR. JUDD: That's correct, Mr. Chairman.

However, you spoke in terms of what had been sent around
on the 17th. There was a subsequent schedule tha t was
provided to the Executive Secretary of the Commis sion, I'm
hoping it made its way to you. | don't think the re was
much of a change. The difference would be that i t did
identify the expected time of when breaks would t ake
place, as well as provided for the opportunity, i f
necessary, for confidential panels. If | might a pproach,
I'd be happy to provide the copy that I'm referri ng to.

CHAIRMAN GETZ: The copy | have from the
17th seems to include that.

(Atty. Judd handing document to

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

21

Chairman Getz.)
MR. JUDD: It also provided

identification of the subject matter of the panel

S.

CHAIRMAN GETZ: | think we have the same

document.

MR. JUDD: Okay. Thank you.

CHAIRMAN GETZ: Well, I'm going to ask

this. | don't think it's necessary for the panel s that
we're going to see this morning, but, beginning t his
afternoon, if we could get just informally a list
coordinate with all of these witnesses, indicatin g who
intends to cross, so | can have a better picture of how
things may play out over the next several days.

And, I'm also assuming, is it correct,
that the competitive local exchange carriers have
coordinated their cross? Is that a fair conclusi on on my
part?

MR. SHOER: Sure.

MR. KENNAN: Yes.

CHAIRMAN GETZ: Okay. Did you get that,
Steve?

MR. PATNAUDE: 1 think --

CHAIRMAN GETZ: | will indicate that

Mr. Kennan and Mr. Shoer are in agreement with my
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supposition.
MR. PATNAUDE: Thank you.
MR. JUDD: Mr. Chairman, if | might,
just so there's no misunderstanding. Individuall
parties advised me of how much time they expected
was nearly unanimous, of course, reserving that,
subject matters were covered, they would not be r
and that we would move this process along as quic
could. So, I'll be happy to put together a list
parties as to who expects to cross. But | think
factor in here how much time people thought they
need, but that was a cumulative number, it did no

into account that it may be less. Okay. Thanky

y the

, and it

if
edundant
kly as we
with the
we did
would

t take

ou.

CHAIRMAN GETZ: Thank you. Well, then

let's turn to order of cross-examination. And, t
expectation, at least with the FairPoint witnesse
would be a similar order of cross-examination wit
Advocate Staff. With the FairPoint witnesses, th
would begin with the Advocate Staff, then opportu

the Consumer Advocate, then turn to New Hampshire
Assistance, and then the competitive local exchan
carriers who may be cross-examining, and then wou
with the Non-Advocate Staff, and then, of course,

opportunity for redirect. And, we'll have a simi

his is my
s, and

h the

e Cross
nity for
Legal
ge

Id end

lar order
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of cross when we get to the other parties, but th at should
take us through today and at least part of tomorr ow.

Any concerns about the order of
witnesses or order of cross-examination?

(No verbal response)

CHAIRMAN GETZ: Okay. Hearing nothing

there, let's turn to the premarked exhibits. We have
filed with us, which is very helpful, is the prop osed
premarking by all of the parties. And, I'll just note for

the record that's premarking for purposes of

identification only. At the end of the hearing, we'll
address any objections there might be to admittin g into
evidence any of these particular designated exhib its.

Any guestions about premarking of the

exhibits?

(No verbal response)

CHAIRMAN GETZ: The one thing | would
want to add is, for the FairPoint exhibits, we wo uld
reserve Exhibit FP-20 for the Company's Annual Re port, and
consistent with a letter that we issued May 17 th at was
provided to the service list in this docket, we g ranted an
extension of time for the filing of the Annual Re port to
June 4, but we'll reserve an exhibit for that Ann ual
Report.
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MR. JUDD: Mr. Chairman, if | might ask,

while we're reserving, if you would reserve FairP oint-21

for the 2009 10-K that is going to be filed after we close

the testimony phase of this docket.

CHAIRMAN GETZ: Any objections to that?

MR. McHUGH: No. So, we're going to do

20 would be the Form ILEC-3 Annual Report, and th en 21

would be the Securities & Exchange Commission For m 10-K

Annual Report?

CHAIRMAN GETZ: Yes.

MR. McHUGH: That's fine.
CHAIRMAN GETZ: Thank you.
(Exhibits FP-20and FP-21 were
reserved.)

CHAIRMAN GETZ: Okay. Then, also, on

May 20, we issued a letter that addressed some of these

issues. It included the order of witnhesses, the

premarking of exhibits, also indicated that our i ntent is
to begin the hearings each day at 9:00 a.m., and to
generally proceed in 90-minute increments, that | assume
will assist all of us, and Mr. Patnaude as well. Of
course, there will be some flexibility around tho se times,
if we have an opportunity to complete a panel or an issue

of cross-examination. We also indicated that the
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witnesses to qualify in the normal manner, but we
expecting a full summary, only a brief recitation
purpose of the testimony of any particular witnes
witnesses will be also permitted, as is the usual
revise or correct testimony. And, we also noted
consistent with earlier procedural schedule appro
the case, that, in lieu of oral closings, we'll a
written submissions. We did address one particul
which was the filing made by the Petitioner on Ma
with respect to a broadband deployment deadline.
we'll permit either that that issue be addressed
the end of the hearings or that can be handled th
written submissions.

Any guestions about the -- well, I'll
have one more issue, and that's with confidential
material, how we're going to handle that. But, w
respect to any of the issues I've raised so far,
any questions?

(No verbal response)

CHAIRMAN GETZ: Okay. Then, with
respect to confidential material, of course, I'd
avoid, to the extent possible, going into confide
sessions. But, to the extent it's necessary, the

go into confidential sessions. And, of course, d

're not
of the
S. The
case, to
that,

val in
ccept

ar issue,
rch 31,
And,
orally at

rough the

ith

are there

like to
ntial
n we will

uring
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those periods, only parties who are permitted to
information will be permitted in the room. And,
matter just of process, and consistent with the p
hearing schedule, we'd ask that parties reserve t
questions on confidential materials so we can add
those confidential issues in concentrated blocks,
don't have people coming and going multiple times
looks like that's already been considered as part
proposed hearing schedule.
| think that covers my checklist.

Nothing else from the Bench. Then, is there any
preliminary matter we need to address, before we
the Petitioner's first panel?

(No verbal response)

hear such
asa
roposed
heir

ress

so we

. Butit

of the

other

hear from

CHAIRMAN GETZ: Okay. Hearing nothing,

then, Mr. McHugh, please proceed.

MR. McHUGH: Thank you, Mr. Chairman.

We call the panel of Ms. Lisa Hood, Raymond Allie

Lee Newitt to the stand please.

ri, and

(Whereupon Lisa R Hood, Raynond Allieri

and Lee D. New tt were duly sworn and

cautioned by the Court Reporter.)

LI SA R HOOD, SWORN

RAYMOND ALLI ERI, SWORN
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LEE D. NEWTT, SWORN

DI RECT EXAM NATI ON

BY MR. McHUGH:

Q.

A.

Ms. Hood, could you state for the record your f
and your title with FairPoint Communications?
(Hood) Lisa R. Hood, Senior Vice President, Cor
Controller, and interim Chief Financial Officer.
Mr. Newitt, your full name, as well as your pos
with FairPoint please.
(Newitt) Lisa -- Sorry. Lee David Newitt.
Second question, Mr. Newitt.
(Newitt) Director of Corporate Development and
Financial Planning and Analysis.
And, Mr. Allieri, would you please.
(Allieri) Raymond Allieri. I'm Executive Vice
President and Chief Strategy Officer.
| have a series of preliminary questions, I'm j
going to go through one each. Ms. Hood, I'll sta
with you. Ms. Hood, have you agreed to co-sponso
portion of the prefiled testimony of Mr. Alfred
Giammarino that was dated February 24, 2010, and
we've premarked as FairPoint Exhibit 7-P for "pub
and 7-C for "confidential"?

(Hood) I have.

ull name

porate

ition

ust
rt

ra

that

lic
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O

o » o »

And, can you tell the Commission please what se ctions
of that testimony that you've sponsored for purpo ses of
the hearing?

(Hood) | am sponsoring Sections |, I, and 111

And, have you had an opportunity to fully revie w that
prefiled testimony?

(Hood) Yes.

And, is it true and accurate to the best of you r
knowledge?

(Hood) Yes, it is.

And, do you adopt it here today as your own tes timony?
(Hood) Yes, I do.

And, Ms. Hood, are you the same individual who prefiled
supplemental testimony, dated April 30th, 2010, t hat
we've premarked as FairPoint Exhibit "FP-13"?

(Hood) Yes, | am.

And, is that testimony true and correct to the best of
your knowledge?

(Hood) Yes.

And, do you adopt it here today?

(Hood) Yes.
MR. McHUGH: Mr. Chairman, just briefly,
| know the secretarial letter of May 20th afforde d
FairPoint a little opportunity to ask some direct with
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respect to the Accion Report, as well as issues r
the pledge of the membership interests of the Tel
Operating Company of Vermont. So, | have a few q
for Ms. Hood related to those issues. And, then,
respect to, I'll just point out to you, Mr. Chair

then, with respect to the Accion Report, we'll al

few questions for Mr. Nixon, centered primarily a
conditions contained on Page 15 of Accion's Repor

CHAIRMAN GETZ: Okay. Thank you.

BY MR. McHUGH:

Q.

Ms. Hood, let me just ask you first, as Senior
President and interim Chief Financial Officer, wh
you report to?

(Hood) I report to the Chief Executive Officer,

Mr. David Hauser.

Okay. Can you provide the Commission again wit
you might have heard the Chairman, a very brief
statement of the purpose of your testimony, both
adopted testimony from Mr. Giammarino and then yo
supplemental testimony of April 30th?

(Hood) Yes. The purpose of the testimony is to
with the approval of the order to approve the cha
control of FairPoint Communications, as well as t

approval of the Regulatory Settlement that was ag

elated to
ephone
uestions
with
man,

So have a
round the

t.

Vice

odo

h, as

the

ur

assist
nge in
he
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A.

o » o »

A.

to, and the pledging of the membership interest o
Telephone Operating Company of Vermont.
And, what was the purpose of your supplemental
testimony of April 30th?
(Hood) To introduce and file the amended Form 1
the first, second, and third quarter of 2009.
And, did you not also describe in the supplemen
testimony your experience with FairPoint?
(Hood) Yes, I did.
Okay. Let me ask you, Ms. Hood, do you have wi
the Accion Group Report dated May 17 of 2010?
(Hood) Yes.
Do you have the public or confidential version?
(Hood) I have the confidential version.
Okay. I'm going to ask you some guestions, and
really all public, just so you know. First, coul
turn to Page 3. Yes, it's Page 3. It starts out
3. Board of Directors". Can you explain to the
Commission how the Board is made up? How the Boa
Directors came to be appointed or nominated for
purposes of FairPoint's emergence from bankruptcy
(Hood) Yes. The Board of Directors is a seven-
panel. Five of the members have been nominated b

secured lenders; one member has been nominated by

f the

0-Qs for

tal

th you

they're
d you

"ltem

rd of

?
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y the
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unsecured lenders; and the final member is our CE

Now, Ms. Hood, on Page 3, there's a reference t

named "Angelo, Gordon" towards the bottom. Do yo

that?
(Hood) Yes, I do.
Can you tell me, will Angelo, Gordon or one of
affiliates have an ownership stake in FairPoint a
the effective date of its emergence from bankrupt
the best of your knowledge and information today?
(Hood) Yes. A company called "Silver Oak Capit
LLC", will own -- currently owns approximately
15 percent of the secured debt.
And, how will that convert into an ownership st
the Company upon emergence from bankruptcy?
(Hood) It will convert into a similar ownership
interest in the equity ownership of the Company.
And, does the debt continue to be traded as of
(Hood) Yes. The debt does continue to trade an
trade up until the effective date.
Can you describe for the Commission, Ms. Hood,
opinion, as to whether or not the Commission shou
concerned with respect to the percentage of owner
of Silver Oak Capital that it will have, at rough

that percentage, based on the information you kno

o afirm

u see

its
s of

cy to
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ake in

today?
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Id be
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A.

A.

today?

(Hood) Yes. In my opinion, there shouldn't be

concern in relation to that ownership, largely du

the independence of our Board of Directors. Agai

seven members are independent -- all six of the s
are independent, and the board of directors also

to be re-elected annually after the first anniver

of their appointment.

Ms. Hood, could you please turn to Item 7 in th
Report, which is on Page 6. Can you describe whe
or not, in the most recently filed version of
FairPoint's Credit Agreement, whether or not ther
changes in any of the covenants in comparison to
earlier filed version?

(Hood) Yes. There were not any changes in the
covenants that would have had a negative impact i
relation to the Company. However, there were a f
changes that | felt like would be important in re
to positive impacts for FairPoint. Individually,
the calculation of the consolidated EBITDAR, ther
slight adjustments made to allow us to add back t
additional items in relation to that calculation.
more importantly, in my opinion, would be the cha

the senior leverage covenant, was changed from an

eto
n, all
even
have

sary

e Accion
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e were
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actual negative covenant to an incurrence test, m
that we wouldn't have to meet that covenant on a
quarterly basis. What that has is the effect of
additional cushion from the standpoint that FairP
could actually miss their covenant EBITDAR by as
as 30 percent and still not trigger any of the

financial covenants in the credit facility.

Now, Ms. Hood, you also, | trust, heard me refe

the pledge of the membership interests in Vermont
I'm sorry, Telephone Operating Company of Vermont
(Hood) Yes.

Can you please explain to the Commission why Fa
is requesting permission to pledge those membersh
interests to its secured lenders?

(Hood) Yes. | would refer to my oral data requ
ODR-3, that was filed on May 14th. The importanc
relation to pledging of the membership interest o
Telephone Operating Company of Vermont is that th
secured lenders require the pledge of all of the

of our operating telephone companies. Historical
that has been done in relation to our previous Cr
Agreements. It did not occur previously with the
Telephone Operating Company of Vermont simply bec

of the timing of when that company was formed, in

eaning

giving
oint

much

rence

, LLC?

irPoint
ip

ests,

ein

f the

ause
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relation to when we closed on our last credit fac
Therefore, the banks are requesting that we pledg
stock, as well as membership interests of all of
operating companies, in relation to this particul

security agreement.

And, what's important and significant,

in my opinion, in relation to pledging of the sha

that it does allow us to complete the Plan of
Reorganization as we've agreed to with the Bankru
Court, and allows FairPoint to emerge from bankru
with, in effect, $1.7 billion in reduction of deb
making FairPoint, as it emerges, a much more
financially stable company to provide ongoing ser
to the ratepayers.

And, for clarification, Northern New England Te
Operations LLC owns of record and beneficially al
the membership interest in what we call "Vermont
Telco", is that right?

(Hood) That's correct.

To your knowledge, do those membership interest
constitute utility assets used to provide telepho
service in New Hampshire?

(Hood) No. It would not constitute a pledge of

utility assets in the State of New Hampshire, nor

ility.
e all
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A.

believe that it would affect any provisioning of

telephone service to the customers in the State o f New
Hampshire.

And, is it your understanding that Vermont Tele phone
Company -- I'm sorry, Vermont Telco does not prov ide
telecommunications services to the residents of t he

State of New Hampshire, correct?
(Hood) That's correct. They do not.
MR. McHUGH: | don't have anything
further, Mr. Chairman. The witnesses are availab le for
Cross.
MR. JUDD: If I might, and | realize I'm
going a bit out of order, but, if I might, counse [ --
MR. McHUGH: | apologize. | can have
Lee Newitt and Ray Allieri adopt their testimony, the
portions of Mr. Giammarino's.
MR. JUDD: | can wait, if you wish. But
you had just referenced a data response, perhaps you
wanted to address it?
MR. McHUGH: No, go ahead.
MR. JUDD: Well, I believe that's not
been marked for identification.
MR. McHUGH: I'm happy to have that

marked as "FairPoint Number 22" for identificatio n, Mr.
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Chairman. And, before -- I'm sorry.

CHAIRMAN GETZ: Yes.

MR. McHUGH: I'm sorry. Have the other

two witnesses qualified for the panel?

CHAIRMAN GETZ: Yes. Let's continue the

qualification of the witnesses.

BY MR. McHUGH:

Q. Mr. Newitt, are you the same individual who ado
portion of Mr. Giammarino's prefiled testimony da
February 24, 20107
(Newitt) Yes.

Q. And, you've adopted that jointly with Mr. Allie
correct?
(Newitt) Yes.

Q. And, what sections did you and Mr. Allieri adop

Giammarino's prefiled testimony?

(Newitt) Section IV and portions of Section V.

And, is that testimony true and correct to the

knowledge?

(Newitt) Yes.

Do you adopt it here as your sworn testimony to

(Newitt) | do.

o » 0 »

And, Mr. Allieri, same questions for you. Have

adopted or co-sponsored a portion of Mr. Giammari

pted a

ted
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t of Mr.

best of

day?
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o > O >

o » 0 »

testimony dated February 24, 2010?

(Allieri) Yes, | have.

Same sections as Mr. Newitt?

(Allieri) Yes.

Have you reviewed that testimony and is it true
correct in all respects -- in all material respec
the best of your knowledge?

(Allieri) Yes, itis.

Do you adopt that testimony as your sworn testi
here today?

(Allieri) 1 do.

Just want to -- and, then, one procedural. Mr.
can you tell the Commission who you report at
FairPoint?

(Newitt) | report to Mr. Allieri.

And, Mr. Allieri, who do you report to at FairP
(Allieri) I report to the CEO, Mr. Hauser.

And, very briefly, Mr. Allieri, could you provi
statement of the purpose of Mr. Giammarino's test
to the extent you've adopted it?

(Allieri) Yes. The purpose is to gain approval
change in control and the settlement agreement an

collective membership interests in Telco Vermont.

and

tsto

mony

Newitt,

oint?

de a

imony,

for the

d the

MR. McHUGH: The witnesses are available
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for cross.

CHAIRMAN GETZ: Let's clarify this issue
with respect to FairPoint 22. Then, that's a dis covery
request. What's the number again on that?

MR. McHUGH: We were issued an oral data
request during the last technical session. So, i t's Oral
Data Request Number 3, response dated May 14, 201 0,
sponsored by Ms. Hood.

CHAIRMAN GETZ: And, all of the parties
have copies of that, | take it, is that correct?

MR. McHUGH: Correct.

CHAIRMAN GETZ: But we do not, |
believe, have copies of that.

MR. McHUGH: We have copies, Mr.

Chairman. We'll be sure to provide some.

CHAIRMAN GETZ: Okay. If we can get
that after the break.

MR. McHUGH: After the break, certainly.

(The document, as described, was

herewith marked as Exhi bit FP-22 for

identification.)

CHAIRMAN GETZ: Okay. Then, let's turn
to cross-examination. Mr. Kennan? Or, has there been

some agreement among the competitive local exchan ge
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carriers as to order?

MR. ROTH: | think, Mr. Chairman, --

CHAIRMAN GETZ: Oh, I'm sorry. I'm
sorry. I've already violated one of my own rules

MR. KENNAN: You caught me by surprise,
Mr. Chairman.

CHAIRMAN GETZ: I'm looking at the wrong
list. Let's turn to Mr. Roth.

MR. ROTH: Thank you. Does this, does
the microphone work?

MR. PATNAUDE: Yes.

MR. ROTH: | have only a couple of

guestions.
CRCSS- EXAM NATI ON
BY MR. ROTH:
Q. The first question is, and anybody on the panel can

address this, can you speak to what became of
Mr. Giammarino and why he's not here sitting alon g up
there this morning?

A. (Hood) Yes. Mr. Giammarino resigned from the C ompany
at the end of March due to personal reasons.

Q.  Anybody care to elaborate on that at all?

A. (Allieri) No.

A. (Newitt) No.
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Q. Okay. Now, with respect to the pledge of the V ermont
shares, is there any change, as far as New Hampsh ire's
interests are concerned, from the way this was be fore

the bankruptcy?

A.  (Hood) I don't believe there are any, there is any
change. It was a timing issue in relation to the
original Credit Agreement, that the Telephone Ope rating

Company of Vermont had not yet been formed, and,

therefore, was not pledged in the old Credit Agre ement.
So, it's really just a technical change to clean that
up and allow the banks to have a pledge of all th e
stock and membership interests of all our operati ng
companies.

Q. And, do any of you know whether approval for th IS

pledge was sought in Vermont?
(Hood) Yes, it was.
Q. And, was there any controversy about that that you're
aware of?
A. (Hood) None that I'm aware of.
MR. ROTH: Thank you. That's all.
CHAIRMAN GETZ: Okay. Ms. Hatfield.
MS. HATFIELD: Thank you, Mr. Chairman.
Good morning, panelists.

WITNESS NEWITT: Good morning.
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BY MS. HATFIELD:
Q. I'd like to direct your attention to the Accion
that was filed | believe on May 18th of this year

you have a copy of that with you?

A. (Newitt) Yes.

A. (Allieri) Yes.

Q. And, I'm going to be referring to the confident
version, but | don't believe any of my questions
confidential. But, please remember, we are on th

public record now. So, if you do have a confiden
response, we'll leave and deal with it later. If
could turn to Page 14 of that report. And, do yo
the header on that page says Section "VII. Conclu

A. (Allieri) Yes.

(Newitt) Yes.

O

And, have you had a chance to familiarize yours
the conclusions in the Accion Report?

(Hood) Yes.

(Newitt) Yes.

(Allieri) Yes.

o » > P

Does the Company agree with them or do you have
particular issues with the findings in this repor
A. (Hood) Overall, we agree with the conclusions.

However, we would not -- at this point, we would

Report
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agree in relation to the additional conditions
associated with this report. It's our preference
objective to get -- to have the Regulatory Settle
approved in their current forms, and not subject
additional conditions, such that FairPoint can em
from bankruptcy in a more timely manner.

And, if you would look at the first paragraph u
"Conclusion”, the second to last sentence states
"Further, the Company has yet to provide evidence
specific planned initiatives intended to support
projected revenues.” Do you agree with that stat
(Hood) Yes.

And, does the Company have a plan to provide th
additional information?

(Hood) The Company does not have plans to provi
additional information at this time. We believe
we have provided sufficient information for the
approval of the Regulatory Settlement.

In the third paragraph, which is related to the
Bonus Plan, the Accion Report states that they ar
"awaiting information regarding the identity of
eligible personnel.” Do you see that?

(Hood) Yes.

And, has the Company provided that information
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A. (Hood) We have not provided that information.

Q.  Willyou provide it?

10
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And, is that an annual estimate?

A. (Hood) We do not intend to provide it in relati onto
the approval. | can speak to the overall plans. The
Success Bonus Plan, in particular, it was -- as i t was
filed in the supplemental information, provided t otal
amounts in relation to dollars to be awarded, as well
as the criteria in which to earn those bonuses. We do
not intend to provide individual data by employee ,

because we consider that to be confidential emplo yee
information. In relation to the Long Term Incent ive
Plan, the recipients of those awards have not yet been
determined.

And, that Bonus Plan is described more fully on Page 5
of the Accion Report, is that correct?

(Hood) Yes.

And, if I look at the second paragraph, at the end, it
says "FairPoint estimates that the payments will total
approximately $5.8 million." Is that correct?

(Hood) That's just an estimate. Again, it cann ot be
completely determined until such time as we can m easure
the Cumulative EBITDAR, as well as the other

performance requirements, to achieve those bonuse S.
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(Hood) No. That estimate applies to the -- the
Bonus Plan is designed to cover the period of tim
when the bankruptcy was filed through the emergen
effective date.
Earlier, Ms. Hood, when you testified just a fe
moments ago that the Company "didn't support addi
conditions”, were you referring to the bulleted p
on Page 15 in the Accion Report?
(Hood) In relation to the specific question, ye
in general and overall, we would be opposed to an
additional conditions in relation to the Regulato
Settlement.
Are there any of the items in those bullet poin
Company would agree to?
(Hood) Again, it's our goal to have the Regulat
Settlements approved in their current form.
If you would look at the second to last bullet,
just read it for me please.
(Hood) In relation to -- | believe this is the
starts "in the event"?
Yes.
(Hood) "In the event regulatory approvals in Ve
Maine include conditions or requirements that the

Commission believes would be appropriate in New
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A.

Hampshire, FairPoint agrees to extend those condi tions
or requirements to its operations in New Hampshir e."
And, is your -- | think your testimony is the C ompany

won't agree to that?
(Hood) We have not agreed to any other conditio nsin

the other two states. So, at this point in time, I

don't believe that that bullet point is applicabl e.

In the event that the Maine or Vermont Commissi ons, in
any order approving the plans that you filed in t hose
states, added new conditions or requirements, wou Id you

agree to extend those to New Hampshire?
(Hood) Yes, we would.
MS. HATFIELD: | have no further
guestions. Thank you.
CHAIRMAN GETZ: Thank you. Mr. Linsider
[ Linder? ]7?
MR. LINDER: | don't have any questions
of these witnesses. Thank you.
CHAIRMAN GETZ: Thank you. And,
Mr. Kennan, back to you.
MR. KENNAN: Thank you, Mr. Chairman.
Good morning.
WITNESS NEWITT: Good morning.

WITNESS ALLIERI: Good morning.
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BY MR. KENNAN:

Q.

Ms. Hood, if you would please turn to Page 17 o
February 24th testimony of Mr. Giammarino that yo
adopted. And, in Lines 1 and 2 on Page 17, you s
that "Based [on] discussions with our operating a
sales personnel, | believe that the Chapter 11
indicates has been largely transparent from a cus
perspective." You're confining that statement to
discussions with operating and sales personnel, a
not?
(Hood) Yes, | am.
If you were to define "transparent” as "you can
it or you can't detect it", that statement would
true from the financial perspective of FairPoint'
customers, would it?
(Hood) | have not spoken to specific FairPoint
customers to determine the financial implications
our bankruptcy filing on them.
Well, you are aware that many of FairPoint's cu
including wholesale customers, have had to file p
of claim in the Bankruptcy Court to receive money
is owed to them by FairPoint, is that not correct
(Hood) That's correct.

And, that involves some amount of effort on the
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Q.

(Hood) Yes.
And, presumably, they had to hire -- some of th
have had to hire lawyers to do that and incur exp
in connection with that, is that correct? Could
imagine that?
(Hood) That is possible, yes.
And, the claims process in the Bankruptcy Court
yet run its course, is that correct?
(Hood) That is correct.
Page 25 please. And, beginning on Line 10, you
describe the types of claims, certain classes of
that are deemed "unimpaired and will receive
100 percent recovery on their allowed claims.” O
the classes is "Class 6 NNE Subsidiary Unsecured
Claims". Northern New England Telephone Operatio
an NNE subsidiary under the Plan, isn't it?
(Hood) Yes, itis.
So, allowed unsecured claims against Northern N
England Telephone Operations will be paid in full
(Hood) Yes, they will.
Are credits under the Performance Assurance Pla
subsidiary unsecured claims?
(Hood) Yes, they are.

And, those claims then will be paid in full?
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A. (Hood) Yes, they will.

Q. Wejust had some discussion about the Success B onus

Plan. Do you happen to have that with you in an
exhibit, | believe it's part of Exhibit FairPoint -18?

MR. KENNAN: If not, | have an excerpt

from FairPoint 18 from the Supplemental Plan, whi ch this
may be more convenient for the witness to look at , If she
cares to.

MR. McHUGH: That's fine.
CHAIRMAN GETZ: Yes. Please provide it
to her, Mr. Kennan.
(Atty. Kennan distributing documents.)
CHAIRMAN GETZ: And, as you said, this
is a portion of FP-187?
MR. KENNAN: Yes. It's a portion of the
Plan Supplement that was filed on or about April 23rd.

BY MR. KENNAN:

Q. The purpose of the Success Bonus Plan is to rew ard the
participants for achieving specified financial an d
operational goals in connection with restructurin g,
isn't it?

(Hood) That's correct.
Q.  And, Exhibit A to the Supplemental -- | mean, |

sorry, the Success Bonus Plan lists the participa nts?
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(Hood) Yes, it does.

And, the copy that we have in front of us is re

and I'm not going to ask you for the personal
information about anybody, but | presume that the

management personnel?

(Hood) Yes, they are.

And, would you characterize them as "upper mana
personnel" for the most part who would be subject
this plan?

(Hood) | think that is a fair characterization,

So, relatively speaking, they're higher salarie
individuals within the Company?

(Hood) Yes. As well as the individuals that ar
engaged in relation to the overall restructuring
Now, as you've described this -- excuse me. Wi
that. Under the Success Bonus Plan, the patrticip
receives or may receive 11 percent of the bonus f
achieving each of three specific performance meas
am | correct?

(Hood) Yes.

And, if standards under these -- specified stan
under these performance measures are met, the
participant qualifies for that part of the bonus,

right?
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A.

(Hood) Yes, that's right.
If other service quality metrics applicable to
Company improve, that has no effect on the indivi
participation in the Success Bonus Plan, am I rig
(Hood) It would not have an effect on these thr
specific items. But, to the extent that the Comp
performance improves, | would conclude it would h
positive impact on the Cumulative EBITDAR, which
67 percent component of the Success Bonus.
That's a much more attenuated relationship thou
wouldn't you agree?
(Hood) No. I think the fact that 67 percent is
the Company performance incents the Company to pe
in relation to all of its performance metrics.
And, with respect to the three particular perfo
measures as to which the participant made that
11 percent for each, other service quality metric
no effect on the participant's participation -- a
the three individual measurements referred to in
Success Bonus Plan, the achievement or failure to
achieve other service quality measurements has no
effect on the possibility that the participant wi
a bonus on those three?

(Hood) On those three, that would be correct.
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o> 0 » O P

Turn to Page 42, and | think this is part of

Mr. Newitt's and Mr. Allieri's section, if I'm no
mistaken. First of all, am | correct that this i
Newitt's and Mr. Allieri's portion of the testimo

(Allieri) Yes, it is.

(Newitt) Yes.

Starting on Page 42, Line 1, the testimony stat
FairPoint, in connection with its Reorganization
iS projecting significant increases in special ac
revenues?

(Allieri) That's correct.

And, that's over a four year projection period?
(Allieri) That's correct.

2010 through 2013 is the projection period, is
(Allieri) Correct.

However, these projected revenue increases for

access are not based on increases in rates for sp

access services, is that correct?
(Allieri) That is correct.

And, in fact, FairPoint's financial projections

not assume increases in switched access rates, is

correct?
(Allieri) Correct.

(Newitt) Yes.
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A.

And, FairPoint's financial projections don't as
increases in UNE rates, correct?

(Allieri) Correct.

(Newitt) Correct.

And, they don't assume any increases in colloca
rates, is that correct?

(Newitt) Yes.

(Allieri) Uh-huh.

And, is the following correct, that FairPoint's
financial projections do not assume that the incr
in special access revenues will be based on the f
that network elements, currently available as UNE
will in the future only be available as special a
(Newitt) Yes.

(Allieri) Yes, that's correct.

On Page 52, beginning on Line 19, continuing ov
53, Line 1, based on these financial projections,

Company states that the Company will have the

"financial resources so that operations under the
will not have an adverse effect on rates, terms,

service and operations of Northern New England

Telephone Operations within New Hampshire." Will

confirm that?

(Allieri) Yes.
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o » o »

(Newitt) Yes.
And, that includes wholesale rates, terms, serv
operations?
(Allieri) It includes our -- it's a broad state
including all rates, terms, service, yes.
If I could ask you to turn back to Page 42. An
beginning on Line 19, you discuss costs and expen
Part of the Plan projections over this four-year
is that the cost of goods sold will increase?
(Newitt) Yes.
And, that's primarily related to access rates?
(Newitt) No.
I'm sorry, | misread this. "Primarily includes
charges paid to other telephone companies"?
(Newitt) It's a large component, yes.
And, operating expenses, other than cost of goo
are expected to decrease during 2010 and 20117
(Newitt) Correct.
And, then, you're projecting a modest increase
and 2013, consistent with inflation?
(Newitt) Yes.
And, in particular, in the early part, when cos
expected to go down, integration costs are expect

be eliminated in 20107
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O

o > 0 >

(Newitt) Yes.

And, those -- that refers to the integration of
transaction from Verizon to FairPoint?

(Newitt) Yes.

And, cutover-related costs will be eliminated i

(Newitt) Broadly defined, yes.

Just like to circle back a little bit to some o
discussion we had earlier in your testimony, and
is about this company called "Silver Oak Capital”
projection is that Silver Oak Capital will be acq
more than 10 percent of the stock of FairPoint,
correct?

(Hood) They currently own more than 10 percent
secured debt, correct, which will -- the owners o
secured debt will receive equity ownership at
emergence.

And, this company, Silver Oak Capital, is first
mentioned in the Accion Supplemental Report that
filed on May 18th? Is that correct?

(Hood) I don't have any reference as to whether
mentioned previously or not, but it is mentioned
Accion Report.

Well, is it mentioned anywhere in FairPoint's f

testimony?
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A.

(Hood) Well, excuse me, let me -- | need to rev
Accion Report. | don't know that "Silver Oak Cap
is mentioned in the Accion Report. Can you direc
to where in that Report they're mentioned?
Bear with me one second. The first | saw it wa
morning, SO --

(Short pause.)

CHAIRMAN GETZ: Is it relevant to your

question, Mr. Kennan, where it's mentioned or can
address this just from a substantive standpoint?
MR. KENNAN: No, I think | can address

it more generally.

BY MR. KENNAN:

Q.

Does -- let me try the question in a different
Where, in FairPoint's filed testimony, is this ow
whatever its identity, of potentially more than
10 percent of the stock of FairPoint mentioned?
(Hood) I'm not familiar of anywhere in our pref
testimony where it's mentioned.

And, they're not a party to this proceeding, th
person, whoever it is, is that correct?

(Hood) That's correct.

And, they haven't sought to intervene?

(Hood) Not to my knowledge.
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Q. And, they haven't presented any testimony in th is case

either?

A. (Hood) They have not.

MR. KENNAN: No further questions, Mr.
Chairman.

CHAIRMAN GETZ: Thank you. Mr. Shoer.

MR. SHOER: Thank you. Good morning. |
am Alan Shoer. | represent BayRing, one of the

competitive companies in the proceeding.

BY MR. SHOER:

Q. You mentioned a little bit about the Bonus Plan this
morning, and Mr. Kennan covered most of the quest ions |
had. | had just a couple of quick questions abou t the
Bonus Plan. You mentioned that there were certai n
high-level management people at FairPoint that wo uld be

eligible for the Bonus Plan, is that correct?
(Hood) That is correct.
Q.  And, would these individuals be responsible for
wholesale service and operations, as well as reta il
service and operations?

(Hood) Yes, they would.

Q.  And, are there particular metrics in your Succe ss Bonus
Plan that would reward those management employees for
certain targets or revenues obtained from wholesa le
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customers?

A. (Hood) Yes. Sixty-seven (67) percent of that b
based upon Cumulative EBITDAR, and the revenues
associated with all of our customers would impact
measure.

Q. Okay. Could you turn, if you have it available
think it's your Exhibit 3, Ms. Hood, the 10-Q end
third quarter September 2009. Do you have that?

A. (Hood) Yes, I do.

Q. You do? Could you turn to Page -- | believe it
Page 61 or 62 of that. The section that explains
little bit more in detail about the source of rev
of FairPoint. Do you see that section?

(Hood) Yes, I do.

Q. Okay. That's the section that describes the br
of FairPoint's revenues. As | see it, it breaks
revenues into four general categories. Is that
correct?

(Hood) Yes.

Q. Now, looking at the revenues for what's describ
"local calling services", as | read the descripti
"local calling services" includes -- includes who
revenues from unbundled network elements,

interconnection revenues from competitive local
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A.

exchange carriers and wireless carriers, and some
transport revenue. That's correct, isn't it?

(Hood) Yes, itis.

Okay. So, if we look at -- if we look at the "

calling services" revenues that's in the restated

of your report, it says that that represents -- a
correct that that represents 37 percent of revenu
Am | reading that correctly?

(Hood) For the three-month period ending Septem
2009, that would be correct.

Okay. And, can you tell me -- can you tell me
percentage of that, if you can, can you tell me w
percentage of that local calling service revenues
made up from wholesale customers?

(Hood) I'm sorry, | do not have that data.

You don't have that data?

(Hood) I'm not -- | don't know it off the top o

head, no, | don't.

Okay. Do you have any sense or a proportionate

estimate of how much of your revenues for local ¢

services are made up of wholesale as compared to

services?
(Hood) | do not have a data point right now for

no.
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Q. May | ask that in the form of a data question, if

that's -- is that information that's readily avai lable
from the Company?

CHAIRMAN GETZ: Well, we have

procedurally a couple of options. We can reserve a data
request to answer it. But, if this information c an be
procured during a break, | guess that goes to Mr. Shore's

question. How readily available is this?

WITNESS HOOD: | don't think we would

have it available for a break. We would want to take the
time necessary to make sure that the data being p rovided
IS accurate.

CHAIRMAN GETZ: Okay. Let's reserve an
exhibit record request, and let's put that as "FP -23".
(Exhi bit FP-23 reserved)

MR. SHOER: Thank you, Mr. Chairman.

BY MR. SHOER:

Q. Ms. Hood, on Page -- might be, | can't recall i f this
was from Mr. Giammarino's testimony or if it was yours.
But there was a Page 54, it must be Mr. Giammarin 0's
testimony. And, I'm not sure who this question i S
directed to. To the panel, if you look at Page 5 0--
oh, I'm sorry, strike that. I'm back to the 10-Q , Page
54, or a few pages before. This section here tal ks
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> O » O

about "Service Quality Penalties". Do you see th
Section (c)?

(Hood) Yes.

All right. And, that estimates -- there's a se

here that says that your "estimated liabilities f
service quality penalties”, and | believe that th

a figure in here that says that "The Company has
recorded a total liability of 22.4 million on the
condensed consolidated balance sheet at September
2009." Do you see that?

(Hood) Yes, I do.

Okay. Do you know if that -- if that figure in
service quality penalties for retail, the SQI
penalties, as well as wholesale PAP penalties or
credits? Do you know if that's included?

(Hood) Yes, I do. This particular section refe

the service quality penalties only, and would exc
the PAP credits.

Okay. Give me one second please.

(Hood) If I could clarify?

Sure.

(Hood) The PAP credits are accrued within the
liabilities of our financial statements. It's ju

covered in relation to this specific footnote.
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Q. Okay. And, so, this is all retail, this 22.4 m illion?
(Hood) Yes.

Q. That's all retail? And, do you have some sense of what
the wholesale PAP service quality accrual is, as you
describe?

A. (Hood) Unfortunately, | don't have that referen ce point

as of September 30th, 2009 with me.

Q. Okay. Is that reference point readily availabl e?

A. (Hood) Yes, itis.

MR. SHOER: May | ask just as a quick
follow-up request?
CHAIRMAN GETZ: Ask that it be provided
as a separate data response?
MR. SHOER: Yes. As a separate
response.
CHAIRMAN GETZ: Okay. We'll reserve
FP-24 for that answer.
(Exhi bit FP-24 reserved)
BY MR. SHOER:
Q. Do you have a figure in mind as to how much has
actually been paid or credited to CLECs for PAP ¢ redits
to date?
A. (Hood) | do not.

Q. Now, there was a question this morning about th e Accion
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Report. Do you have the Supplemental Report avai
(Hood) Yes, we do.
Could you turn to Page 6. And, this is the sec

Section (a), related to "Excess Cash Flow and Cas

Sweeps" section. Now, on Page 6, there's a summa

here of the Credit Agreement and the Cash Sweep s

here. Do you see that paragraph where it begins
Plan Supplement”, under Section (a)?

(Hood) Yes.

The "Excess Cash Flow"? Okay. The last senten
that first paragraph there concern me, | had a qu
about this. It says "The "Excess Cash Flow" prov
also include deductions from EBITDAR for capital
expense carryovers dedicated to budgeted projects
actually paid in a calendar year and [an] allowan
regulatory penalties paid or credited.” Can you
explain, what is that reference there with regard
"allowance for regulatory penalties"? What does
mean?

(Hood) That would be referencing the SQI and th
penalties.

Okay. So, am I correct that the SQI and the PA
penalties are removed or taken away from the

calculation of revenues for purposes of this cash

lable?
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A.

and what's available for cash sweeps?

(Hood) Yes. They are subtracted from the calcu lation
of EBITDAR, yes.
MR. SHOER: Okay. | have no further
questions.

BY MS. BRAGDON:

Q.

A.

Q.

A.

CHAIRMAN GETZ: Thank you. Ms. Foley?
MS. FOLEY: No questions. Thank you.
CHAIRMAN GETZ: Ms. Bragdon?

MS. BRAGDON: Yes. Thank you.

Following up on the question that Mr. Shoer jus t asked

you, | want to make sure | understand, in the

definition of "EBITDAR" and the add-back for the

service quality penalties. You just testified th at

that add-back is for both retail service quality

penalties and wholesale?

(Hood) That's correct.

Do you recall testifying in Maine, and the answ er was
"just retail"?

(Hood) I do recall. And, what's different betw een the
hearing date in Maine and today would have been t he
filing of the Amended Plan Supplement, which incl uded

the Amended Credit Agreement, which included the

add-back for the PAP penalties, which was a provi

sion
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A.

o » 0 »

that wasn't in place when we held the Maine heari
Okay. Very good. Thank you for clarifying tha
think this question goes to Mr. Newitt. Does
FairPoint's financial model include assumptions
regarding the payment of PAP penalties in 2010?
(Newitt) Yes. There's no explicit assumption i
financial projections for that. But, when we pre
our financial model, we derived units, an average
revenue per unit forecasting tool, which takes re
by category and divides the appropriate units int
those revenues, develops effectively a rate, fore
out the units in the rate. At the time we prepar
projections, we were incurring -- or, | should sa
"accruing" PAP penalties. And, so, therefore, th
would be embedded in some of the average revenue
unit that are in our model.
And, what time frame were you using for your av
revenue per unit?
(Newitt) Approximately January through May.
Of 2009?
(Newitt) Yes. Sorry.
Okay. On Page 43 of the testimony, I'm not sur
will answer this, maybe Mr. Newitt, it states tha

integration and Cutover related costs are expecte

ngs.
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A.

Q.

A.

be eliminated in 2010." Do you see that or recal
that?

(Newitt) Yes.

And, that -- and, this testimony was filed back
February. Is that still your expectation today?

(Newitt) Yes. And, I'd like to expand a little
"Cutover" is kind of a term that's been used thro
various proceedings. When we talk about "Cutover
we're talking about the period leading up to and
around the integration of the Verizon systems and
new FairPoint systems last year. And, those
expenditures, which would have included some
significantly higher payments to Capgemini, other
contractors, over time, that sort thing, have com
significantly. Our projections continue to assum
obviously, an IT workforce. We have engaged Capg
on a long-term contract, and they will continue t
for us to improve and enhance, and there is some
element of, you know, system modification that's
to happen throughout the Plan projection period.
at the end of 2010, we expect the large bubble, i
will, in costs related to the Cutover last year t
behind us. But we will continue to have the work

and appropriate parties help us maintain and impr

bit.
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and enhance our IT systems.

And, is that -- so, actually, | take from what

said that, after 2010, the expectation would be a
line? Or, would it be a descending line? Or, ar
assuming additional costs in the next early years
will diminish?

(Newitt) Well, the Plan -- the projections in t

assume -- | would characterize "Information Techn

broadly as our "internal IT workforce", any capit

expenditures that are made for hardware and softw

kind of in the ordinary course, which would inclu

enhancements, and then the Capgemini contract. T

Capgemini contract, in particular, does gradually
decline over the contract period. | wouldn't say
decline is huge, but it's, you know, two to

three million dollars a year. And, so, | guess
"gradually declines" is a fair statement.

Okay. So, you're basically assuming that the b
the work to be done --

(Court reporter interjection.)

BY MS. BRAGDON:

I'm sorry. So, you are assuming that the bulk
work, of the costs associated with the work to br

the back-office systems to a fully operational st
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A.

will be done this year?

(Newitt) | would want to let other witnesses de
"fully operational”. | think I'm not the right p

to answer specific system questions, where we are
today, where we plan to be at the end of the year
What | can tell you is, we've assumed an IT workf
of approximately 100 individuals and a Capgemini
contract every year, which is, you know, today |

is approximately $25 million a year, that gradual
declines consistent with the contract.

Okay. And, I understand what you just said abo
not the witness to talk about exactly what "busin
usual” or "fully operational* means. But how did
decide, you're the person with the spreadsheet, h
you decide what to put in them?

(Newitt) We consulted with the various departme
leads, the people on that particular item who are
responsible for maintaining that side of the hous
And, those individuals were comfortable that the
Capgemini contract and the internal workforce tha
have was sufficient to run the business going for
Okay. And, so, just to clarify my understandin
your role, your role was to crunch the numbers, n

subjectively evaluate the numbers that were being
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to you?
(Newitt) | would say it's somewhere in between
two. My team is responsible for consolidating an
analyzing figures. Obviously, if something is wi
irrational, we would question it. But, at the en
the day, it's a good dialogue between the Finance
Planning and Analysis Department and the various
department leads that are charged with executing
these plans.
And, so, you were comfortable with the assumpti
relating to wholesale operations in particular th
in your spreadsheets?
(Newitt) | couldn't speak to that, wholesale op
in particular. Like | said, we have the Informat
Technology staff, a large team, and the Capgemini
contract fully baked into our projections. My
understanding, at the time we prepared the projec
was the individuals responsible for executing all
were comfortable that will be sufficient to meet
business needs going forward.
Okay. And, then, when it came to assumptions r
penalties, who would that have come from?
(Newitt) Which type of penalties?

PAP penalties.

those
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A.  (Newitt) That would have been -- that would hav

in conjunction with the various department leads
And, at the time, -- at the time, we knew what we
incurring. And, | don't think we expected to inc
more -- greatly more or greatly less. And, we kn
that that figure was embedded in our average reve
per unit, and we forecast that forward, and the
Executive Team was comfortable with that projecti

Q. Okay. So, you --

e been

MS. BRAGDON: Okay. Very good. Thank

you.
CHAIRMAN GETZ: | guess, Ms. Cole?
MS. COLE: No questions for these
witnesses. Thank you.
CHAIRMAN GETZ: Okay. Ms. Geiger?
MS. GEIGER: Yes. Thank you, Mr.
Chairman. | would like to remain seated, if that
possible, so I'll be closer to the microphone. G
morning, Ms. Hood. We haven't met. I'm Susan Ge
And, | represent Comcast Phone of New Hampshire,
WITNESS HOOD: Good morning.
BY MS. GEIGER:
Q. Would you please turn to Page 7 of the testimon

you filed in this docket, as opposed to

ood
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were
ur

ew

nues

on.

iger.

LLC.

y that

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

70

[WITNESS PANEL: Hood|Allieri|Newitt]

Mr. Giammarino's testimony.

CHAIRMAN GETZ: Ms. Geiger, are you

referring there to what's Exhibit FP-13?

MS. GEIGER: | believe so, Mr. Chairman.

WITNESS HOOD: You said "Page 7"?

MS. GEIGER: Yes, please.

WITNESS HOOD: I'm there.

BY MS. GEIGER:

Q.

Now, at Lines 10 through 12, you state that "Fa
will not reject any wholesale agreements with
competitive local exchange carriers, for example,
Section 252 interconnection agreements." Correct
(Hood) That's correct.

And, then, later on, you also say that FairPoin
not reject "settlement agreements related to its
acquisition of Verizon's assets in DT 07-011."
Correct?

(Hood) Correct.

But, later on, on Line -- starting on Line 18,
point out that "FairPoint's bankruptcy reorganiza
plan allows for the possibility of further contra
rejections, but FairPoint does not intend to exer
that right with respect to these agreements with

wholesale customers." Is that your testimony?

irPoint
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A.

Q.

(Hood) That is my testimony, yes.

What does FairPoint intend to do with respect t
interconnection agreement with Comcast?

(Hood) As indicated here in my testimony, it's
FairPoint's intent to reject any of the interconn
agreements.

But, isn't it true, Ms. Hood, that you've answe

oral data request, | believe it was dated May 14t
parties received it from opposing counsel under a
letter dated May 21st, indicating that, "in the e
FairPoint rejects an interconnection agreement wi
CLEC prior to the effective date..., then FairPoi
plans to continue to offer the CLEC the same serv
at the same rates, terms and conditions as contai
the rejected contract pending the parties’ enteri
into a new interconnection agreement.” Is that n
correct?

(Hood) That is correct. That's in relation to

data request that | did file on May 14th.

And, isn't it also true that that answer was fi

response to a question that is stated "May FairPo

reject CLEC interconnection agreements up to and

including the effective date of FairPoint's emerg

from bankruptcy?"
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A. (Hood) That's correct.
MS. GEIGER: Mr. Chairman, I'd like to
have marked for identification the answer that Ms . Hood
was just referring to, the answer to the oral dat a
request, ODR Number 2.
CHAIRMAN GETZ: Okay. We'll mark that
for identification as "FP-25".
(The document, as described, was
herewith marked as Exhi bit FP- 25 for
identification.)
MS. GEIGER: And, I believe the parties
all have a copy of this, of this response.

BY MS. GEIGER:

Q. So, Ms. Hood, in light of the answer to this or al data
request, what is the latest date on which FairPoi nt can
reject its interconnection agreement with Comcast ?

A. (Hood) It's my understanding in the bankruptcy
proceeding that we can still reject contracts up to the
effective date of the Plan.

Q.  So, it's possible then that this Commission, as well as
the Bankruptcy Court, can give FairPoint their
respective approvals both of the Reorganization P lan
and the approvals that FairPoint is seeking in th IS

docket, and then FairPoint can reject its
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interconnection agreement with Comcast?

(Hood) It is possible. But I would refer to th

data request that we explained, during the techni
session and again today, that it is not FairPoint
intent to reject any of those contracts.

But, if FairPoint does, in fact, reject its
interconnection with Comcast, what assurance does
Commission have that traffic will continue to be
exchanged between Comcast and FairPoint such that
end-use retail customers of both companies are no
harmed by the lack of an interconnection agreemen
(Hood) | would refer that specific question to
Skrivan, who will testify later. It is my genera
understanding that we would continue to operate u
the same services, at the same rates and conditio
contained in the existing contracts, until such t

we were able to renegotiate a contract with the C
with an overall understanding that we are require

continue to provide those services to the CLECSs.

And, again, Mr. Skrivan can speak in

relation to more of the technical terms associate
the specific interconnections and requirements th
have in relation to our relationships with the CL

And, Ms. Hood, if that is, in fact, FairPoint's

e oral
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and intent to continue to honor the terms and
conditions of its interconnection agreement with
Comcast, would FairPoint have any objection to th is
Commission ordering, as a condition of its approv al of
the Regulatory Settlement in this docket, that
FairPoint must keep its interconnection agreement s with
New Hampshire CLECs in place for the period speci fied
in the CLEC Settlement in DT 07-0117
(Hood) Again, as I've stated previously, we wou Id ask
that the Regulatory Settlement be approved in its
current form. And, FairPoint would be opposed to any
additional conditions imposed outside of that
Regulatory Settlement.
MS. GEIGER: Thank you. | don't have
any other questions.
CHAIRMAN GETZ: Okay. Thank you. |
think we will actually adhere to the schedule. | t's
10:30. Let's take a 15-minute recess, and then w e will
resume with Mr. Judd.
(Whereupon a recess was taken at 10:33
a.m. and the hearing resumed at 11:00
a.m.)
CHAIRMAN GETZ: Okay. We're back on the

record with cross-examination of the Company's fi rst
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panel. And, turning to Mr. Judd.

MR. JUDD: Thank you, Mr. Chairman.

BY MR. JUDD:

Q.

Regarding the adoption of Mr. Giammarino's test
by my count, there were parts of that that have n
been adopted by any one of you, is that correct?
that you've sliced and diced it, but there were s
things, other than his personal information, that
not included, am | correct?

(Allieri) Yes. | think that's correct. That's

parts of this have been adopted by Mr. Skrivan, |
believe.

Right. Thank you. When do you expect the revi
to be confirmed by the Bankruptcy Court? Do you
current expectation?

(Hood) It's currently scheduled for the first w

July.

And, the expected effective date is what?

(Hood) Effective date would be pending final ap
by the SEC. We're currently projecting late thir
quarter.

One of the requests you've made of this Commiss

to approve a change of control. Can you briefly

the Commission who's in control of the Company to

imony,
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(Hood) Currently, the Company has been controll ed by
its existing Board of Directors. And, going forw ard,
as we've discussed previously, the Company will b e
controlled by the new Board of Directors that wil | be

in place effective at emergence.
| have a few questions about the Vermont Telco. Does
that entity provide any managerial or revenue sup port

to FairPoint NNE?

(Hood) No.
And, can you describe for us any impact that a pledge
of those assets would have on the financial sound ness

or flexibility of FairPoint NNE?
(Hood) I don't believe it will have any impact.
The revenue projections that are included in th e basis
for your Plan of Reorganization, | have a few que stions
about that. It probably doesn't surprise you.
MR. JUDD: Mr. Chairman, I'm going to be
very -- I'm going to try to be very careful here and not
deal with confidential information. And, I'd ask the
panel as well, that we're going to speak more in
generalities, if we can, so we can avoid the need to go
into a confidential session.
CHAIRMAN GETZ: Well, | appreciate that.

But, if we need to, then let's do it.
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MR. JUDD: Absolutely. Thank you.

BY MR. JUDD:
Q. The financial model that was used in the Plan, in that
model, the last month of actual data for revenues was

March of 2009, is that correct?
(Newitt) No. The last month was May of 2009.
Was May of 20097

(Newitt) Yes.

o > O >

Thank you. And, that model was run in Septembe r,
August of 2009, is that correct?

A. (Newitt) Yes, I should clarify. We -- The proj ection

process actually involved multiple models, multip le

Excel files. And, the revenue model, in particul ar,

had actuals populated through May. We also had a

portion of the model that you can kind of envisio nasa
P&L, where we incorporated revenue assumptions, e xpense
assumptions, and that was updated through July. So,

the actuals were through July. The reason we did n't go

back and change the sort of stand-alone revenue
forecasting tool, that's a lot more detail, was t hat we

were tracking on plan, so it wasn't -- it was

unnecessary to go back and refresh it through Jul y.
But the last month of actuals in our forecast was July
of 2009.
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The revenues in the -- as presented in the Plan

projected to decrease and then flatten and then

slightly increase over time, is that correct?

(Newitt) And then flatten again, correct.
And then flatten again?

(Newitt) Yes. We forecast kind of a trough dur

Chapter 11 period, and then the business turning
as we emerge, and then flattening out at the end
forecast period.

And, your actual experience in 2009, was that
consistent with your projection in the Plan for y
revenue stream?

(Newitt) The trajectory certainly was, yes.

The trajectory. In that the revenues continued
decrease, is that correct?

(Newitt) Yes.

Did they decrease more than projected or less t
projected?

(Newitt) | think we would -- I'm not sure if we
address that in confidential session or not.

I'm not asking you for a percentage and I'm cer
not asking you for a dollar amount. But, if you
prefer, we can reserve that?

(Newitt) We just haven't filed our 2009 financi
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CHAIRMAN GETZ: Well, I'm having trouble

understanding. You're not talking about it quant
-- or, in a kind of a qualitative sense, whether

or less than projected. If you have that informa
let's get that on, | think that's suitable for th

record.

WITNESS ALLIERI: Mr. Chairman, | think

that the concern is simply that, because we still
debt still trades publicly, that any information

would provide a direction about whether we were a
above or a little below is information that has n
imparted to the public as yet. And, so, it might

risky, it might put us in violation.

CHAIRMAN GETZ: Okay. Let's take that

under advisement.
MR. JUDD: That's fine, Mr. Chairman.
Fine. And, | appreciate your sensitivity and | a
you sharing your concern.
BY MR. JUDD:
Q. The 2010 -- strike that -- 2009 10-K, do you --
due on the 31st of this month, is that correct?
what is the date you expect to file that?

A.  (Hood) We expect to file that by the end of thi
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> 0 » » *

And, that will provide the actual data for your
experience in 2009, correct?
(Hood) That's correct.
Can you, and probably Mr. Allieri, but I'd be h
address this to anyone on the panel who wants to
swing at it, can you explain how your direct and
operational expenses are impacted in relation to
decline in revenue?
(Newitt) Yes. Could you --
(Allieri) I'm not sure | understand.
(Newitt) Yes, | don't understand.
I'm sorry?
(Newitt) Could you just explain the question a
bit more please.
Certainly. As revenues decline, do operational
expenses decline at the same rate?
(Newitt) | think of expenses in three ways. Th

"wholly variable costs", which we call "cost of g

sold" for management purposes. Then, you can thi

"operating expenses" or sort of "overhead" as "fi
and "step fixed". So, step fixed is somewhere be
wholly variable and fixed. And, an example of a
fixed operating expense would be, for every dolla

revenue you lose, you wouldn't necessarily reduce
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overhead by a dollar. But, as -- if you lose a c
amount of revenue, there comes a point where you
to re-evaluate your cost structure and reduce ove
But they don't -- that doesn't take care of itsel

the variable side, and we're paying third party v

a rate per month per subscriber. So, if subscrib
down, our revenues go down, so does the rate we'r
paying or the amount we're paying third parties.

So, the -- pardon me -- the expenses that would
fixed and would not fluctuate with revenues would
things such as rent, perhaps, insurance, other fi
COsts?

(Newitt) Yes, | guess it's, not to parse words,

little bit of a continuum. If we're, you know, i
terrible situation, if revenue declined drastical
would certainly look at reducing our real estate
footprint. But, | would agree that, on the conti
those types of items are much -- have a much long
lead time to control, operating taxes would be an
example.

Now, returning to the question about your proje
revenues. Again, your Plan shows that you're goi
end the decline in revenues and get it to flatten

after a slight increase. Would one of you be the
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A.

Q.
A.

witness who would address how the Company is goin

turn around the revenue stream?

(Allieri) Sure. 1 can start.

Great.

(Allieri) And, there's really two primary areas

that's in data and in access, and predominantly i
special access. And, that's really a function of
next generation network. And, so, we now have a
greater capability that allows us to be able to d
new type of services, Ethernet-based services, th

think have a very high demand, and we've identifi

some of that demand already. And, so, we expect

our special access is going to grow. And, on the

services side, we have two areas that we think we

able to grow; access is the first, and then data
second. And, specifically, high speed data, that
related again to the expansion of the network. A
so, that really gets driven in two ways. The fir
the expansion of the footprint, so we increase ou
reach. And, through that reach, we're able to ge
customers that we weren't able to get to before w
new set of services, specifically high speed Inte
service. And, then, in addition to that, we're a

offer that higher speed type of service across ou

g to
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Q.

A.

existing customer base, and we expect to be able
derive additional revenues there as well.

You mentioned "data services". What percentage
revenue today is represented by data services?

(Allieri) 1 don't know off the top of my head.
for one second please.

Go ahead.

(Hood) Based upon our third quarter 10-Q that w
recently filed, the percent of data and Internet
services was 10 percent.

And, the local and long distance revenue stream
expect that to decline at the same rate that it h

(Newitt) We expect local revenues to decline --
continue to decline, but, over time, at a moderat
pace. It continues to be negative, it's just not
negative every year for the projection period. A
then, long distance is largely flat over the proj
period, or slightly declining.

I'd like to revisit the conversation about the
conditions of Accion Group in the Supplemental Re
May 17. As | understood your earlier testimony,
that, other than the fourth suggested condition,

| will characterize as "most favored nations" cla

that FairPoint would not be amenable to any of th

to

of your
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A.

A.

other conditions. Is that correct?

(Hood) That is correct. Again, we want -- our

to have the Regulatory Settlements approved large
their existing form. And, | would like to take a
opportunity to clarify my response in relation to
Ms. Hatfield's earlier question. | indicated tha
would be in favor of that Condition 4. But, in
reality, | should clarify, | don't believe that
condition is necessary, because it's already cove
relation to Section 4.5 of the existing Regulator
Settlement. So, again, | don't think it needs to
considered as an additional condition.

Thank you for that clarification. I'd like to

briefly discuss these conditions with you. The f
one, and perhaps it was misunderstood, so let me
sure there is no misunderstanding, would be that,
this Commission issues an order, that FairPoint w
not then turn to the Bankruptcy Court to reject t
order of this Commission. So, is it still your
position that you would not want the Commission t
reserve that position?

(Hood) Well, again, we have indicated to the
bankruptcy, and within our Plan of Reorg., the th

Regulatory Settlements have been filed as a speci
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part of that Plan of Reorg. So, there is, in my
there is zero likelihood that the Regulatory
Settlements would actually be agreed to, if they’
agreed to -- if they are agreed to in their exist
form, | don't see any scenario where those agreem
wouldn't be in place in relation to the confirmat

the Plan of Reorg. They're already filed as a pa
the Plan of Reorg., and it would be our intention
honor them in their current form.

The Plan of Reorganization, Section 15, specifi
reserves to the Bankruptcy Court continuing
jurisdiction over the Plan, including language, a
going to paraphrase it, that suggests that the
Bankruptcy Court could preempt the state regulato
authority. Are you familiar with that provision
Plan?

(Hood) | understand that there is a provision i
Plan, Section 15. However, not being an attorney
would not be comfortable speaking to any specific
relation to that section.

Is any member of the panel prepared to address
it's FairPoint's position that the Bankruptcy Cou
could preempt the regulatory authority of the Sta

New Hampshire?
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A.

(Allieri) 1 don't think we're in a position to

any further on that.

Mr. Newitt? Well, your boss just said "no". H
you feel?

(Newitt) Correct. | agree.

Let's talk about the Litigation Trust a bit, if

could. And, again, I'm going to ask you to be
circumspect in your responses. "Litigation Trust
could you briefly describe its function so that t
Commissioners are more familiar with it?
(Hood) Yes. In general, the Litigation Trust h
put into place in order to transfer any FairPoint
claims to the secured and unsecured creditors in
relation to any claims that may or may not exist
against Verizon.

And, is that the only creditor who would be cov
the Litigation Trust? You mentioned "Verizon".
(Hood) That's correct.

And, is there a limit on the amount that FairPo
to contribute to the Litigation Trust?

(Hood) Yes, there is.

And, could you briefly describe for the Commiss
benefits to -- potential benefits to FairPoint of

having this Litigation Trust in place?
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(Hood) | don't know that | would speak necessar
any specific benefits FairPoint would gain in rel
to the Litigation Trust going forward, because an
proceeds would go to the creditors. In relation
Plan of Reorg., | think it was key to agreeing to
that in place in relation to our unsecured credit
gain their support and approval of the Plan of
Reorganization.

Returning to the question of access and data re
do you have -- can you tell us your expectation f
what they would represent in the future as part o
revenue stream for FairPoint?

(Newitt) As a percentage?

Yes. As a -- thank you.

(Newitt) | think that was confidential also. |

that was discussed, and the information was provi

but it was confidential.

The covenants in the Plan that you touched on b
before, how confident, and | think, Ms. Hood, I'd
to pick on you on this one, if | might?

(Hood) Sure.

How confident are you that none of the triggers
met on those covenants?

(Hood) In relation to -- getting comfortable my
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relation to the financial feasibility of the Plan
had previously provided sensitivity analyses show
the impact of the Plan if we were to have both a
a 20 percent miss in relation to our covenant EBI
Both of those sensitivity analyses showed that th
was still plenty of room in relation to those cov
with a 10 to 20 percent miss. | think, though, w
important as well is the fact that, in those
sensitivity analyses, the first trigger seemed to
the senior leverage ratio. And, as | mentioned
previously, in the amended credit facility, the s
leverage ratio has been changed to an incurrence
So, we looked at those sensitivity analyses again
And, when you remove the senior leverage ratio, t
20 percent sensitivity analysis actually increase
slightly over a 30 percent cushion that would all
to actually have a covenant EBITDAR miss of over
30 percent before we would trigger either one of
financial covenants included in the current credi
facility.
You mentioned and then you tie that to EBITDAR.
have a sense of what would happen if revenues und
performed by similar numbers, 10 percent or 20 pe

that you mentioned as the triggers for EBITDAR, o
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A.

sensitivity testing around EBITDAR?
(Hood) All right. To the extent that a revenue
would fall directly to the bottom line in relatio
covenant EBITDAR, it would fall within the same
percentages. However, the Company, and in relati
the business plan, will continue to assess the
performance of the Company. And, if we were to s
significant decline in revenues of that level,
operating expenses would also have to be addresse
relation to the overall plan. And, again, the dr
would come back to covenant EBITDAR. So, it's ha
speculate whether a dollar-for-dollar decline wou
impact that, because there would be other measure
Company would take if we saw that level of declin
So, would it be fair to say that, in your sensi
testing, you accounted for a decline in revenues
10 percent, and it still was in an acceptable ran
far as the covenants would be concerned?
(Hood) Yes. Again, if revenues were to decline
10 percent -- | should rephrase that, | think. A

the sensitivity analyses were all performed in re

to an actual percentage miss on covenant EBITDAR.

| need to step back and clarify that a 10 percent

decline in revenues would be substantially more,
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A.

Q.

think, than a 10 percent decline in covenant EBIT
So, if we were to see that kind of result, again,
significant decline in revenues, other actions wo
need to be taken in relation to managing our over
operating expenses as well.

(Newitt) | could maybe clarify a little bit. M

a moment ago mentioned a 30 percent figure. Ify

assumed that EBITDAR cushion figure, if you assum

50 percent margin, which is not quite where we ge

our plan, but just kind of for simplicity, a 30 p

EBITDAR cushion is the same as a 15 percent reven

cushion. If we lost 15 percent, if we lose up to
percent of revenue versus the plan, it would be o
Certainly, that wouldn't happen overnight. If th
trend were happening, we would definitely be taki
actions on the expense side. So, a 15 percent re
loss, with no change in the expense structure, is
amount of cushion that we have.

Mr. Newitt, if you could just clarify something
When you speak in terms of the sensitivity analys
did, up to 15 percent of revenue, was that from t
plan or is that from --

(Newitt) Yes, from the plan.

From the plan. Okay. Thank you. There's anot
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I'd like some clarification on. And, that is tha
the event the Regulatory Settlement is not approv
this Commission or not approved in a form that yo
would find acceptable, would FairPoint be obligat
pay the penalties from the -- that would otherwis
due March of this year for violating the 2008
settlement? | can restate that, if | put in too
pieces for you?
(Hood) If you don't mind. | think | know gener
where you are going.
That's fine. FairPoint has requested a suspens
the broadband penalties that otherwise would have
due from 2008. And, that was, as | understand it
to the Regulatory Settlement and how that standar
would deal with meeting -- the Company meeting it
broadband commitments. If that Regulatory Settle
were not approved, what is FairPoint's position
concerning the 2008 settlement and broadband
commitments and, flowing from that, penalties?
(Hood) In my opinion, if the Regulatory Settlem
not approved in their current form, that would
potentially trigger other issues within the overa
Plan of Reorganization. The Plan of Reorganizati

developed over a period of time, taking into
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A.

Q.

A.

consideration all of the Regulatory Settlements,
well as agreements with our various parties and
creditors, as well as the unions. And, the conce
would be that, if any portion of the Regulatory
Settlements weren't approved, that would require
revisit other areas in relation to the overall PI
Reorganization.

Earlier -- thank you for that. Earlier, there
conversation with Ms. Hood concerning the summary
characterization in the Accion Supplemental Repor
starting on Page 6, concerning the cash sweeps.
general, do you agree with the summary and
characterization of those sweeps as presented in
Report?

(Hood) Yes, I do.

Now, could you expand on -- would you please ex
the restrictions on dividends as they relate to t
cash sweeps?

(Hood) Yes. Again, | think it's properly commu

on Page 9 of the Report you referenced, under Sec
(b), where it speaks to actually the specifics in
relation to the Company's restriction on the paym
dividends. And, again, | can read that, if you'd

me to?

as

m

us to

an of

that

pand on

he

nicated

tion

ent of

like

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Hood|Allieri|Newitt]

93

| don't think it's necessary to read it. The
clarification | guess that would be helpful is, i
your understanding that, if FairPoint pays a pena
they are then not in default and they can issue
dividends?
(Hood) It's my understanding that, in relation
actual payment of penalties in these three states
that the context of your question?
Yes, itis. Thank you.
(Hood) Yes. | do not believe that the payment
penalties in relation to the three states would
prohibit us from paying dividends under the credi
facility, as long as we're in compliance with the
areas within the credit facility that govern the
payment of dividends.
Okay. Thank you. | think this is a Mr. Newitt
guestion, perhaps not. Operating expenses, retur
to that issue. What percentage of the Company's
expenses would you consider fixed operating expen
(Newitt) Well, fixed and step fixed, | guess |
put it around 70 to 80 percent of our total cost
structure.
Thank you. Mr. Hood -- excuse me, Ms. Hood, re

to you. Returning to the question of the cash sw
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Is it your understanding that a broadband coverag
failure is not cured until the penalty payment is
actually made?

A. (Hood) | believe that is correct. | think, in

to your question, perhaps we should go to the act

Regulatory Settlement, Section 4.7 [4.87].

sure if that's where you're going. But, in relat
4.7 [ 4.8? ] of the Regulatory Settlement, it speaks to
how the dividend payment and the Regulatory Settl
would work together. And, it states that "such
dividend restriction shall apply only for so long
FairPoint has not cured said material breach" in
relation to this Regulatory Settlement.
Q. And, you put your finger right on it, and that
is meant by "cured"?" Because it -- my understan
and I'd be delighted to be corrected or at least
it explained, my understanding of that provision
that FairPoint can essentially defer the payment
penalty for some period of time, if they're doing
build-out on broadband. Is that your understandi
A. (Hood) Excuse me. Mr. Newitt is correct in tha
got the wrong Regulatory Settlement in front of m
Q. Perhaps from another jurisdiction?

A.  (Hood) Yes. All right.
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Do you want to return to that question about "m
favored nations" again?
(Hood) | probably do. So, in relation to that,
relation to the "most favored nation" clause, in
New Hampshire agreement, it is Section 4.5 as wel
So, | think that's still okay. Now, in relation
your dividend question, 4.8 is the actual provisi
the New Hampshire agreement that speaks to the di
restrictions.
And, the point I'm trying to get your help with
clarifying, is, as | read that section, you can i
the obligation to pay the penalty, but you can de
the actual payment for some period of time. Is t
your understanding as well?
(Hood) Yes. That would be my understanding in
to the deferral of the payments of the SQI penalt
for 2008.
So -- thank you. So, the clarification I'm try
drive to here is, in the situation where you have
the commitment to, if you will, pay the penalty i
future, under that circumstance, would you be abl
issue dividends before the penalty is actually pa
(Hood) Just the interpretation of this clause,
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A.

not pay any dividends during any period of time i n
which FairPoint is in breach of any material term s of
its Regulatory Settlement. So, | would have to a ssume
that, in relation to future penalties, if they -- if we

have gone beyond the payment period for the SQI
penalties, if that's considered to be a material
breach, then I think we would be prohibited from paying
those dividends.
If necessary, maybe this would help
this, later in the testimony, Mr. Nixon and Mr.
Skrivan, who were actually involved in the negoti ation
of this Regulatory Settlement, will be a witness.
That's fine.
(Hood) And, in order to facilitate your questio n, if |
could defer to them.
Of course. I'm certainly not trying to get you to
address something that you have less than perfect
knowledge of. Thank you.
(Hood) I think I'm just getting caught up in th e
details. So, Mr. Nixon will take that question | ater.
MR. JUDD: That's all we have now.
Thank you, Mr. Chairman.
CHAIRMAN GETZ: Thank you. Commissioner

Below.
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BY CMSR. BELOW:

Q. Ms. Hood, a couple times you've used the phrase
"effective at emergence”. Is that essentially th
as the "effective date under the Plan of

Reorganization"?

A. (Hood) Yes, it is.

Q. Okay. | have a question that comes out of the
for approvals in connection with the Reorganizati
Plan. And, | don't know what exhibit that is. B
Page 6, in summarizing the Plan, it refers to the
claims of lenders under the Prepetition Secured C
Agreement as being satisfied by several provision
of which is a pro rat a share of new term loans in the

aggregate principal amount of a billion dollars,

€ same

request
on

ut, on

redit

S, one

another one talks about the pro rat a share of certain

stock. And, another provision says "a pro rata s

of cash in an amount equal to all cash of FairPoi
the effective date of the Plan in excess of 40 mi
after taking into account"” certain other details.

| was just wondering if you could indicate at thi
point whether you expected whether there would be
well, just wait, before | ask that question, | pr

that this is -- falls outside the bounds of the

language about cash flow distributions and divide

hare
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A.

This is a one-time event related to the bankruptc y
that's outside of those Credit Agreement terms, i s that
correct?

(Hood) That is correct.

Okay. And, then, at this point, do you have an

expectation whether there's likely or not likely to be
such excess cash after taking into account all th e
various considerations?

(Hood) | would be concerned that that should be held
for the confidential session.

CMSR. BELOW: Okay. Let's hold that

then.

CHAIRMAN GETZ: And, just for the sake
of the record, let me note that | think what Comm issioner
Below is referring to is the petition filed on Fe bruary
24, which we did not assign an exhibit number to. Is that
correct?

MR. McHUGH: That's correct, Mr.
Chairman.

CHAIRMAN GETZ: And, we will move into a
confidential session and deal with that issue aft erwards.

CMSR. BELOW: That's all.
CHAIRMAN GETZ: That's all?

Commissioner Ignatius.
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CMSR. IGNATIUS: Thank you. Good
morning.

WITNESS ALLIERI: Good morning.
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BY CMSR. IGNATIUS:

Q.

Ms. Hood, a couple of questions about the statu
Plan and where we are as of today. The agreement
was reached with the unions | don't think had gon
any sort of a vote at the time things were filed.
What's the current status?

(Hood) The vote has taken place and they have a
that agreement.

So, there's nothing still outstanding as to the

on the petition in the Bankruptcy Court?

(Hood) That's correct.

And, | know that there's been talk of hiring an
position to oversee. What's the status of that?
(Hood) We have hired our Chief Information Offi
Her name is Ms. Kathleen McLean, and she is sched
to testify later in the proceedings.

Oh, you're right. | appreciate that. We've al

told that FairPoint would need an order of this
Commission by June 24th. What's the basis for th
date being required?

(Hood) We've asked for that date in order to ge
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Q.

A.

approval from all three states, so that we can ge
final confirmation of the Plan of Reorganization
confirmation hearing that's been scheduled in Jul

What's the date for the confirmation hearing?

(Hood) I believe it's July the 8th.

So, issuance of an order by June 24th is in ord
have it in hand by the time you go to the Bankrup
Court?

(Hood) Yes.

Is it a requirement of the Bankruptcy Court tha
issued by that date?

(Hood) It is a requirement that we have the Reg
Settlements approved before we'll get final
confirmation of the Plan. We already had a
confirmation hearing with the Bankruptcy Court al
And, the only pending items in relation to gettin
final confirmation was the final approval of all
Regulatory Settlements, as well as any final obje
in relation to the Litigation Trust. So, itis
important that, in relation to timeliness of emer

from bankruptcy, if we could get those regulatory

approvals by the date we've requested to keep the

confirmation process moving forward, and to allow

emerge more timely from the bankruptcy process.
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And, you've stated, | believe earlier, that you
the SEC filing for 2009 to be made by the end of
week?

(Hood) Yes, I do.

And, following that SEC filing, which is on an
aggregated basis, the Company will be developing
Hampshire specific numbers for 2009?

(Hood) Yes. The Annual Report in the State of
Hampshire has been -- | believe the request is to
that by June the 4th, and we will comply with tha
request.

Mr. Allieri and Mr. Newitt, | have some questio
your -- the overall business plan and the project
that you're making. | think, looking at

Mr. Giammarino's testimony is where we should beg
and that's FairPoint Exhibit 7. And, we can use
testimony, | believe. If you look at the project

on drop of access lines and the revenue that come
them, increasing pressures in competition, some o
other issues that the Company has noted, can you
just in a very general sense, give us kind of a s

of what you see the business plan for the next th
years for this company to be?

(Allieri) Meaning what would be the drivers?
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Yes. | mean, if you're facing the kinds of pre
and the expectations in revenue of decreasing in
certain categories, what's the big picture of how
going to succeed?
(Allieri) 1 think there are a couple of things
benefit us. | think, first and foremost, once we
re-emerge as a company out of bankruptcy, we have
competitors today that are emboldened by that pos
that we are in, and so it restricts us to some de
to be able to respond in kind. As importantly, t
we have a next generation network that is at its
complete, and we're now expanding out to these re
terminals to be able to bring the capability furt
and further out into the territories. And, that
us to be able to deliver services that we just ha
been able to deliver before. And, so, specifical
when it comes to high speed data, we have competi
offerings that will be much more competitive in
relation to the existing competitors in the
marketplace, and will allow us to be able to offe
similar products or potentially superior products
a high speed data perspective. That also helps u
be able to protect our access lines that we have

because we can bundle services that we could not
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A.

before, and gives us the capability again to be m
competitive in the marketplace there. And, final
gives us an opportunity to address the business m
in a way that we've not been able to address befo
with new services, that will bring us at least to
and then we anticipate give us some level of
competitive advantage in the kinds of services we
deliver. And, so, those are the primary areas th
the next generation network that really allow us
able to be more competitive.

Your projections regarding broadband expansion,
little lost in one of the sentences, so | ask if

can just look at this and help me understand it.
Page 42 of the testimony of Mr. Giammarino that y
adopted, if you look to Lines -- starting | think

at Line 14. You see that?

(Allieri) Uh-huh. Yes.

Can you either help me understand the sentence
forget the sentence and tell me what your project
are regarding your forecast for the levels that y
hope to be in by 2013?

(Allieri) We'll probably need to deal with the
numbers in confidential testimony. But, in a bro

sense, what it means is that our penetration leve
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> o » »

fairly low compared to what we have seen in our m
that have been more mature, with services that we
believe we're now going to be able to offer throu
this next generation network. And, so, we believ
can bring those penetration levels up to a level

we see historically in other territories where we
had similar capabilities.

But, when you say, in Line 16, that you forecas
"reach the levels attained currently in the pre-m
markets by 2013." Seems we're going forwards and
backwards in that sentence. So, | guess | don't
know what you're trying to say there.

(Newitt) Actually, I can help. So, today, pre-
FairPoint, also called "Legacy FairPoint" or "Tel
Group", FairPoint excluding the Verizon, the prop
acquired from Verizon, that cluster of properties
broadband penetration of roughly 40 percent today
(Allieri) That's what | was saying, maybe we mi

to --

(Newitt) That's public.

(Allieri) It is public? Okay. Very good.

It is now.

(Newitt) And, so, our plan assumes we have -- w

replicate that success in these markets. And, |
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it speaks a little bit to some conservatism that
years from now we're planning to be in these mark
where we are in the former legacy markets today.

Thank you. Turning to Page 44, again, in

Mr. Giammarino's testimony, the very top of Page
says that "In 2013, the financial projections ref

no revenue growth compared with 2012." |s that c
that your revenue projections are to have no incr
2013 over 2012 or is that only specific to broadb
and special access?

(Newitt) That is total revenue.

And, why is that?

(Newitt) Why is it not -- can you help me with
guestion? Why is it not positive or why is it no
negative?

Well, the projection to be flat 2012 to 2013, i
because you have no further customers to attain,
(Newitt) Oh, | see.

-- because your expenses will have gone up
considerably? Why is it that your revenue does n
increase as your new generation technologies brin
to new markets, new customers?

(Newitt) Yes. The assumption is not that all r

line items will be flat from 2012 to 2013. The

four
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assumption is that the more legacy products, and
sorry to use the word "legacy" over and over, but
is just traditional POTS services, will continue
away and be replaced with next generation network
enabled services. And, those two revenue forecas
offset to produce flat revenue 2012 to 2013.
Going further to Page 52, at Lines 9 through 11
testimony is that, and I'll paraphrase here, beca
there are financial penalties at stake for failin

reach certain metrics that will incent the Compan
perform well and meet those metrics, is that a fa
restatement of that?

(Allieri) Could you ask the question again? |

just -- I would also make reference, I'm happy to
to answer your question here, but this is the por
of the testimony that we did not actually adopt.
That's Mr. Skrivan's testimony.

I'm sorry. All right. Well, then, if better,

wait for Mr. Skrivan. Thank you. Then, Ms. Hood
couple more questions about your concerns about s
the Accion Report recommendations. And, so, ify

look at the Supplemental Report, Non-Advocate Exh

[ Non-Advocate Exhibit 3? ], that's the May 17 filing.

On Page 14, in the "Conclusion" section, at the e
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A.

that first paragraph under "Conclusion", the Acci
Report recommends that "the Commission establish
milestones for tracking FairPoint's progress in m
revenue and other operational projections.” Are
opposed to that taking place?
(Hood) In general, we're opposed to any additio
conditions in relation to the overall Regulatory
Settlement. | believe that, in relation to the
Commission's responsibilities, if you will, that
in relation to any monitoring that the Commission
to be done in relation to FairPoint, you would al
continue to have the authority to call FairPoint
relation to any areas within the business in the
that you would see or have concerns with. And, |
believe that the Regulatory Settlement would impa
your authority to do that on a go-forward basis.
CMSR. IGNATIUS: Thank you for that
clarification. | have no other questions. Thank
your time.
CHAIRMAN GETZ: Okay. Thank you.
Mr. McHugh, let's turn to opportunity for redirec
what's been discussed so far, and then, when that
well, do you have redirect on what's been discuss

far?
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MR. McHUGH: | do.

CHAIRMAN GETZ: Okay. Let's do that.

And, then, after that's completed, we'll go into

confidential record.

MR. McHUGH: And, I just have a couple,

Mr. Chairman.
REDI RECT EXAM NATI ON
BY MR. McHUGH:

Q. Ms. Hood, do you recall the questions you were

Attorney Geiger, counsel for Comcast Phone of New

Hampshire, with respect to the interconnection
agreements and your response to the oral data rep
-- data requests dated May 14?

A. (Hood) Yes, I do.

Q. Canyou explain what -- to your knowledge, why
the language is in the Plan with respect to FairP
ability to further reject executory contracts?

A. (Hood) Yes. The language in relation to the PI
Reorganization for the ability to continue to rej
the executory contracts is largely there in a gen
sense that as a necessity in relation to the ongo
claims reconciliation process. In conjunction wi
actual bankruptcy proceedings, we've received num

claims filings, and we'll have to undergo an exte

asked by
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review of all those claims and the reconciliation of
those claims. And, in conjunction with that proc ess,
if there were any adverse conditions or other thi ngs

that would result from that, we need to protect
ourselves in relation to the ability to continue to
reject contracts.

In no way was the language associated

with the ability to reject contracts put in place in

the Plan of Reorg. to specifically seek out, if y ou
will, the CLECs and the interconnection agreement S.

So, that provision is important in relation to th e Plan
of Reorg. for us to be able to continue with the claims

reconciliation process as a whole.

Q. Thank you. And, to your knowledge, is Mr. Skri van the
witness to address issues related to interconnect ion
agreements and the Commission's jurisdiction over
arbitration proceedings related to those agreemen ts?

A. (Hood) Yes. He is the appropriate witness.

MR. McHUGH: | don't have anything
further, Mr. Chairman.

CHAIRMAN GETZ: Okay. Thank you. Is

there anything that we need to address then, befo re we
address some of the confidential issues. And, | know
Commissioner Below has at least one issue. And, Mr. Judd,
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were there other issues that you had intended to cover?
MR. JUDD: | would like to revisit some
of the things that were held over, yes. Thank yo u.

CHAIRMAN GETZ: Okay. Then, if we can

ask everyone who shouldn't be here during the con fidential
portion of the proceedings, if they could leave t he room
at this point. And, as we're doing this, just to indicate
that our intention is to end the hearings for the lunch
recess at 12:30, and to resume in the afternoon a t 1:30.

(Pages 111 through 117 of the hearing
transcript is contained under separate
cover designated as " Confidential &

Proprietary".)
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(Hearing transcript resunmes on the

public portion of the transcript at

12: 08 p.m)

CHAIRMAN GETZ: Mr. McHugh.

MR. McHUGH: FairPoint calls Mr. Thomas
Nolting to the stand, Mr. Chairman.

(Whereupon  Thomas P. Nol ti ng was duly

sworn and cautioned by the Court

Reporter.)

THOVAS P. NOLTING SWORN
DI RECT EXAM NATI ON

BY MR. McHUGH:

Q.

Mr. Nolting, could you state for the record you r full
name and your position with FairPoint please.

Thomas P. Nolting, Vice President - Billing

Support/Revenue Assurance.

And, Mr. Nolting, are you the same individual w ho
prefiled testimony in this case dated February 24 , 2010

that we've premarked as "FairPoint Exhibit 9"?

Yes.
And, Mr. Nolting, did you also file rebuttal te stimony
dated May 7, 2010 on behalf of FairPoint, which w e've

premarked as "Exhibit FP-14"?

Yes.
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Is that testimony true and correct in all mater

respects?

Yes, itis.

Do adopt that testimony as your own here today?

| do.

Mr. Nolting, in your testimony dated February 2

2010, is there any correction that now needs to b

made?

Some of my responsibilities have changed since
testimony was filed. Specifically, at that point
had, in my organization, a function, a bill produ
function, which has since been transferred within
IT organization with our other back-office produc
functionality that have been consolidated for
organization under Kathleen McLean.

Now, Mr. Nolting, you provided the general purp

your testimony on Pages 2 and 3 of FairPoint Exhi

that was filed on February 24th, 2010. But, very
briefly for the Commission, could you describe th
purpose of your testimony here today, sir?

The purpose of my testimony as described is to
ongoing efforts to reduce and improve -- reduce b

errors and improve bill quality, describe what ha

been initiatives, programs underway to deploy a R
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Assurance Program within FairPoint.
MR. McHUGH: Thank you. | have no
further questions, Mr. Chairman. The witness is available
for cross-examination.
CHAIRMAN GETZ: Okay. Thank you. Let's
start then with Mr. Roth. Do you have questions for this
witness?
MR. ROTH: I have no questions for this
witness.
CHAIRMAN GETZ: Ms. Hatfield?
MS. HATFIELD: Thank you, Mr. Chairman.
Good afternoon, Mr. Nolting.
WITNESS NOLTING: Good afternoon.
CRCSS- EXAM NATI ON
BY MS. HATFIELD:
Q. Mr. Nolting, when did you -- the current positi on that
you're in with FairPoint, when did you start that

position?

A. | started that position, | was promoted into th at

position in September 2009.
Q.  And, were you with the Company prior to that?
| was hired with the Company in April of 2009.
Q.  And, are you familiar with all of the billing p roblems

that FairPoint has had since Cutover?
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| believe | am, yes.
And, in your opinion, is the Company on track t
the requirements of the Commission Staff, in term
fixing the problems especially from a retail cust
perspective?
"The requirements”, could you be more specific?
Are you familiar with reports that were prepare
Commission Staff by Liberty Consulting over the |
couple of years?
Yes.
And, are you familiar with some of the recommen
that Liberty made with respect to fixes that Fair
needed to implement in order to fix billing probl
I'm familiar with some of them, yes.
And, is it your opinion that FairPoint is on tr
to implement some of those fixes in order to addr
those problems?
Yes, we are.
And, do you believe that, from a retail custome
perspective, that you're 100 percent where you ne
be or 95 percent or where do you think you are in
of really reducing the retail customer problems w
billing?

Is the question "are we 100 percent on track?"

0 meet
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Q.
A.

Q.

A.

"are we 100 percent where we need to be?"

Maybe we'll take both of those.

Okay. | don't believe we're 100 percent where we need
to be. It's hard to peg a number or percentage o f
where we are in that spectrum. As far as "are we on

track?" | would say, with a very high level of

confidence, that we are on track. Between progra ms
we've started, for example, the Revenue Assurance

Program and deployment of practices and tools to run
systemic audits between our systems, to identify

billing errors ahead of customers identifying tho se
billings errors, having much enhanced, more robus t
capabilities correlating those billing errors to

customers, and to assigning those to a bill deplo yment
fix process. That is one.

As well as a number of the CDIP, the

Customer Delivery Improvement Program Initiative, the
15 high priority initiatives that are underway, t hat
most of them or quite a few of them specifically, if
not directly, or indirectly or directly are going to be

improving our bill quality.
And, | think you just testified a few minutes a go that
the bill production has been transferred to IT?

Right.
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Q.

A.

And, has that been helpful to your work? Have
found that that transfer has been supportive of t
changes that needed to be made?

| think it has. Prior to that, billing was the

bill production was the only function outside of

organization. Now, we have the management of the
production within the same unit as the developmen

and the overall back-office production support gr

So that | think has given a lot more focus in jus
guality and the overall administration of the bil
production. From my team's perspective, we've be
able to give much more of emphasis and resources
customer issues, residential/wholesale customer i
being able to diagnose those, correlate them to k
existing bill incidents and to root cause and giv
prescriptive fixes.

And, how do you interface with Ms. Weatherwax,
especially with respect to that plan that you're
referring to?

A number of my team are on Ms. Weatherwax's pro
the CDIP initiatives. I'm the executive sponsor
number of those, of the top 15. | would say it's
collaborative effort at this point.

And, who do you report to?

you
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A. | report to Steve Rush, Senior Vice President,
reports to Jeff Allen.
MS. HATFIELD: Thank you. No further
guestions.
CHAIRMAN GETZ: Thank you.
(Chairman and Commissioners conferring.)
CHAIRMAN GETZ: Mr. Kennan.
MR. KENNAN: Thank you, Mr. Chairman.
Good morning, Mr. Nolting.
WITNESS NOLTING: Good morning.
BY MR. KENNAN:
Q. Mr. Nolting, the first thing | want to do is ju
try to obtain a clarification. If you would turn
Page 6 of your testimony dated February 24th plea
Okay. I'm there.
Q. And, also, by the way, do you happen to have wi
FairPoint's response to Otel Data Request 16? It
been marked as "Otel 3" for identification.
A.  "Otel 3"you say? | have a number of them. I'
sure if | have that one.
Q. It's FairPoint's response to Otel Telekom's Dat
Request 16. You were the respondent.
A. Right. | believe | do have it. I'm just not s

identified as "16".
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It's not "Exhibit 16", it's "Question 16".

Question 16. Yes, | have that.

On the bottom of Page 6 through the top of Page

Uh-huh.

-- of your prefiled testimony, you refer to som

that FairPoint's audits and bill reviews have
uncovered, and these errors existed prior to syst
Cutover.

Right.

And, in fact, some of them existed even prior t
merger?

Possibly.

Well, Page 7, Lines 2 to 3, is more definitive
"possibly"?

Yes.

Then, on the data request to Otel Request Numbe
which has been marked as "Otel Exhibit 3" for
identification, the question asked, made specific
reference to this testimony, Page 6, Line 21, thr
Page 7, Line 4, and asked "whether the review and
programs that Mr. Nolting describes resulted in s
back bills?" The answer is "This section of the
testimony refers to the switch-to-bill audit.” |

testimony so limited to just the switch-to-bill a

€ errors

em

o the

than

rie,

ough
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No.
So, this is more general and refers to uncoveri
efforts through various audit programs that you h
Correct.
And, in fact, some of the audits that FairPoint
done in connection with its Cutover remediation e
have resulted in back bills to customers, to whol
customers, is that correct?
Yes.
As well as credits?
Right.
For example, the special access mileage audit t
did resulted in both some back bills and some cre
is that correct?
That's correct.
Thank you for the clarification. On Page 23 of
February testimony please.
I'm there.
Here you're talking about the "data synchroniza
projects?
Right.
First, to be clear, data synchronization issues
result of Cutover, aren't they?

Not entirely. Some of these existed prior to C

ng

ave?

has
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But, at least in part, some they are related to

Cutover?

Yes.

Sorry. Excuse me, | apologize, just for one se
MR. KENNAN: Excuse me.

read my own writing. | apologize, Mr. Chairman.

BY MR. KENNAN:

Q.

o » 0 »

Oh. I'm sorry. Back to Page 21, and the quest
Lines 10 through 12. And, the goals of the data
synchronization project include the reduction of
billing errors, better order flow-through, and on
installations?

Correct.

And, will these goals benefit wholesale custome
well as retail customers?

Yes.

Back on Page 23, you refer to the selection of
your "software partner for the larger enterprise-
solution deployment"?

Right.

"MDA" is "Martin Dawes Analytics", is that righ
Right.

And, "enterprise-wide" means "throughout FairPo

"throughout the Company"?

| can't even

cond.

ion on

-time

IS, as

"MDA" as

wide

t?

Int",
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Right.
Page 24, Line 5, you say that "Following an exp
12-month schedule,... a scalable software polluti
"pollution”, excuse me, "a scalable software solu
will be in place to effectively identify, assimil
reconcile, and remediate core subscriber data”,
etcetera. So that the conclusion of the data --
interpreting this correctly that the conclusion o
data synchronization process will take a 12-month
schedule?
The point of reference, as of February 24th tha
was looking at our complete deployment of both th
synchronization, as well as our remediation proce
So, itis a reference to the data synchronization
We've since -- the schedule for the data
synchronization, the timeline, | think has since
revised and moved forward.
What is the current projected date for the conc
of the data synchronization process?
We have September of this year.
September of 20107
Right.
And, the end result will be improved service da

delivery intervals, is that right?

ected
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Among other benefits.

And overall service quality?

Right.

Bill accuracy, quality, and reduced operating c osts?
Yes.

At the end of this process, which you say will be in

September 2010, will service delivery intervals,

overall service quality, bill accuracy, and opera ting
costs be at optimal levels, as far as you're conc erned?
| think, at the conclusion of this roll-out of the
cross-system synchronization deployment, we'll be ina
position to better manage that. | wouldn't state that,

as of that date, we'll be at optimal levels.

Well, presumably, if you're not at optimal leve Is by
that date, you'll keep working on it until --

Absolutely.

-- you get to an optimal point, is that right?

Right.
MR. KENNAN: No further questions, Mr.
Chairman.
CHAIRMAN GETZ: Okay. Thank you. Mr.
Shoer?

MR. SHOER: No questions. Thank you.
CHAIRMAN GETZ: Ms. Foley?
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MS. FOLEY: No questions. Thank you.
CHAIRMAN GETZ: Ms. Bragdon?
MS. BRAGDON: Yes, just a few. Good
morning -- good afternoon.
WITNESS NOLTING: Good afternoon.
BY MS. BRAGDON:
Q. | want to just ask a couple questions related t
rebuttal testimony.
A. Yes.
Q. And, on Page 1 of your rebuttal, you state that
problem discussed in Mr. Tisdale's testimony conc
the billing of resale services was corrected as o
"March 18th", correct?
Correct.
Q. And, if that were the case, that CLEC should ha
a change in their April bills, is that right?
Right. That's right.
Q. And, in particular, if we had a bill at the end
April, April 30th, you would have expect that fix
reflected?
A. In some cases, it may have been a May bill. It
have had individual rates that hadn't been update
of that May -- March 18th release, and it could h

been -- it could have fallen into a May bill cycl

o0 your
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Okay. So, it's possible, and it wouldn't surpr

to learn that there might be still some examples
not --

Residual, right. It wouldn't surprise me.

And, your testimony is that you've made further
to -- so that the May bill should be correct? I'
trying to understand where.

Correct. Yes. It was -- some of these, it was

functionality that we fixed with a deployment. A

some cases, we needed to come back to individual

contracts and individual billing accounts to veri
correct what was being billed as retail rates rat
than wholesale rates.

Okay. And, if we were to have an issue with th
should just bring it up with you and submit a cla
Absolutely.

And, on Page 2 of your testimony, your rebuttal
speaking of, --

Yes.

-- you state that "For all of 2010, and a few m
before that, FairPoint has been accurately billin
trouble tickets in accordance with its tariff."
Right.

You see that?

ise you,

of it

changes
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Uh-huh.

And that, | think, was in response to some test
from Mr. Tisdale about CRC being billed at retail
rates?

Correct.

And, so, again, are you claiming that there are
absolutely no instances?

| wouldn't claim "absolutely no", | don't have

over human errors that might have been introduced

But, certainly, we've fixed what were the systemi

problem.

Okay. So, if, in fact, there were additional
instances, you're saying that it's human error, n
system error?

It could be, it could be a human error or they
rated it at a rate retall, incorrectly, a retalil
trouble ticket. In which case a claim or an adju
would be applied.

Okay. But the idea of the fix was so that it w
occur, correct?

That's right.

Okay. And, then, | just have one, I'm perpetua
confused --

Okay.

imony

control
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stment
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-- by the term "known billing error” --
Right.
-- and "bills known to be in error".
Okay.
And, I'd really like -- maybe let me just ask y
explain in your own words whether those are one i
same? And, if they're not, what the difference i
I'm sorry, comparing --
"Known billing error" --
Right.
-- and "known accounts in error"”.
| see. We report on accounts -- "known account
error”, and it may be mislabeled at times as "kno
billing errors”. And, the source for that comes
three areas. First of all, customers, customer
inquiries, billing inquiries, that are researched
identified to be a bill incident, an error on a b
Secondly, we have our own bill review team that i
inspecting a percentage, a sample of every monthl
cycle, to identify overcharges, undercharges, any
of display issues, which also contribute to a sou

known billing errors. And, then, finally, increa

we have our validation automated programs running

comparing our back-end systems with billing -- ou

ou to

n the
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automated validations, and comparing our back-off
systems with billing. And, also generating from
validations discrepancies, which may or may be bi

errors.

So, the conversion from a billing error

to accounts in error is what we have an analyst t
determining. First of all, they determine whethe
individual error is systemic in nature. Does it
more than just this one account or is it part of
product that has been rated incorrectly? And, th
that analysis, they identify the universe of impa
accounts. So, this one billing incident is impac
beyond this one account, it's impacting x number
accounts.

So, just to make super clear, if there was a bi
error, the charge was 25 cents, instead of 50 cen
whatever?

Right.

That would be one known billing error?

Right.

And, if you knew that charge was applied to 100
customers, --

Right.

-- you'd have 100 known accounts in error?

ice
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Yes.
If that was all that was there?
That's right.

MS. BRAGDON: All right. Thank you for
clarifying.

WITNESS NOLTING: Sure.

MS. BRAGDON: That's all | have.

CHAIRMAN GETZ: Thank you. Ms. Geiger,
do you have questions for this withness?

MS. GEIGER: No questions.

CHAIRMAN GETZ: Okay. Then, it appears
to be 12:30. Is that correct? | think we'll tak e the
lunch recess and pick up with Mr. Nolting at 1:30

(Whereupon the lunch recess was taken at

12:33 p.m. and the hearing reconvened at

1:50 p.m.)

CHAIRMAN GETZ: Okay. Good afternoon,

everyone. We're back on the record in DT 10-025. I

apologize for the delay in getting starting. We were
trying to conduct some other business during the lunch
recess. And, we are in the midst of the cross-ex amination
of Mr. Nolting. Ms. Cole, do you have any questi ons for

MS. COLE: We have no questions of this
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witness.
CHAIRMAN GETZ: Mr. Linder?
MR. LINDER: No questions.
CHAIRMAN GETZ: Thank you. Mr. Judd.
MR. JUDD: Thank you, Mr. Chairman.
BY MR. JUDD:
Q.  Mr. Nolting, briefly could you just explain the

difference between billing support and billing
production. You said there's been some sort of a

bifurcation there.

Sure. Yes. Billing production is the maintena nce of
the actual systems, the production systems, this being
Kenan, for one of our billing systems, and CDG, C ontrol
Data Group, for another. And, so, it's the ongoi ng
management of the production cycles, as well as t he
development, any kind of enhancements, or bill

incidents resolutions. What | have is a group th at
does the detection, diagnosis, and prioritization of
identified bill errors, bill incidents, as well a S
reconciling what are known billing problems with

individual customers.

So, these are billings to customers, is that co rrect?
Yes.

And, do you consider the payphone locations in New
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A.

Hampshire to be customers as you've defined your
of the Company?

It depends on, there's different types of payph
some are located in businesses, others are public
payphones. In both cases, we treat them as custo
Fair enough. So, they would be in your respons

is that correct?

Yes.

Now, it is our understanding that, in the bankr

process, FairPoint has rejected contracts with

customers who have payphones on their premises.

you familiar with that?

| am not.

Well, we were -- perhaps | could explore this a
further. We were told that the reason for reject
those contracts is that the billing system cannot
support the calculation of commissions due to tho
customers. Are you familiar with that point?

| have heard of that, but | am not familiar wit
details.

That's not your department?

| would have some ownership of that. But the
development, if there's insufficient capabilities

within our billing system, that would most likely

area
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Q.
A.

something | would address back with my IT group.
Well, --
To develop a --

MR. JUDD: Can you help me, or perhaps
your counsel can, which of the withesses who will be
appearing in this docket does have ownership of t hat
responsibility?

MR. McHUGH: Well, I think Mr. Skrivan
can answer questions about payphones. And, if yo u're

looking for information about the systems, that w ould be
Ms. McLean.

WITNESS NOLTING: And, I'd also
volunteer a data request to go back and answer.

MR. McHUGH: Don't volunteer.

MR. JUDD: Spoken as a man who wants got

his draft notice.

BY MR. JUDD:

So, just to make sure, before you get to escape , ==
Yes.

-- questions about how FairPoint will be managi ng the
relationship with customers who have payphones on their
premises are not within your responsibility of th e
Company? Did | understand that correctly?

I'm not in position to answer that right here, sitting
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here today.
MR. JUDD: Okay. Thank you. | have
nothing further, Mr. Chairman.
CHAIRMAN GETZ: Commissioner Below?
CMSR. BELOW: No.
CHAIRMAN GETZ: Commissioner Ignatius?
CMSR. IGNATIUS: | do have some
questions. Thank you. Good afternoon, Mr. Nolti ng.
WITNESS NOLTING: Good afternoon.
BY CMSR. IGNATIUS:
Q. | have a number of questions based on your pref iled
testimony, Exhibit 9, that are similar in why I'm
asking them. So, I'll give you the overview, and then

you can help sort this out.

Sure.

Q. There's a lot of description of structures, sol utions,
audits, protocols in your testimony. And, what | want
to know is, what's a concept that you'll be worki ng on

and what's in place? And, so, if it helps to go

through it section by section, we can do that. | fit's
easier for you to just describe the changes that have
been made and what's implemented, as opposed to ¢ hanges

that are still in the development stage, --

A. Sure.
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Q.

I'll leave to you.

| can explain it, and then you can, if there's

that's not clear, ask me, feel free to ask me
guestions. The concept, starting with a Revenue
Assurance platform, which was something | led the
effort of last -- the second quarter of last year

to deploy not only an organization, but software
capabilities, that would be existing and persiste

our back-office, to be able to collect, extract d

from disparate systems, be able to transplant tha
so that the data could be compared with each othe
then to be analyzing the data to identify
discrepancies, data integrity problems, that are
causing service errors or causing billing errors.

That, the pilot of that, with the Martin

Dawes Analytic software package, was focused on o
particular area, that was a switch-to-bill audit,
looking at translations, customers served out of
digital switches, and basically tying those, mapp
those to our billing systems. Fundamentally, the
initial cut was just to see if they existed. Do
have an existence of a customer that's in service
is it also existing in the billing system?

The further elaboration of that type of

anything
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audit is then to look at "what are the services f
that customer?" Do we have consistency in what's
provided to the customer and how it's been provis
and also how it's been billed?

Is the pilot complete in that instance?

The pilot is complete and was successful. Its
what were objectives. That this was a tool kit t
gave us the capability to be able to manage from
end basically, to give us better visibility from
our core back-office systems, and to be able to s
and diagnosis where we had any kind of data integ
problems. So, the time horizon there, it took us
the last part of fourth quarter December to actua
physically deploy the hardware and software for t
Martin Dawes Analytic system. We've since built
that, this -- what was this Revenue Assurance Pil
and it's evolved into the data synchronization pr
So, before we get -- let me make sure | underst
the result -- are the results of the pilot now be
expanded across the board? And, what's the
implementation status of that?

It's been expanded beyond the switch-to-bill an
voice network, if you will, to now encompass also

data networks. So, we've gained access, collecti
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tools for pulling in DSLAM information for our DS
customers, of being able to rationalize and relat
data to our inventory system, and, in turn, to ou
service order system, and, finally, to our billin
systems. And, so, once those relationships are b
then we create graphs and validation audits that
now running and comparing, to make sure that you
synchronization between the three -- or, between
four.

So, you've completed that expansion to pick up
side as well?

We're in the midst of it. It's a difficult pro

It requires, as you can imagine, a lot of unique
circumstances. Things that were built certain wa
certain customers that you need to sort of uncove
get the people in the business who know the logic
the situation of why it was built the way it was

So, | would characterize it as it's being built o
and we're growing a work product that is going to
permanent fixture in the network in our back-offi
that will be continuing to run and manage kind of
health of our data integrity in our back-office.
And, the time frame when you think realisticall

you'll have it fully developed and tested out is
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The deployment with the Cross System Synchroniz
on track to be completed in September of this yea
that is looking across all of our core systems.

not sure how familiar you are with our back-offic

systems, but our M6, the MetaSolv inventory syste
network elements, our Siebel CRM, Customer Relati

Management system, the Kenan billing system, as w

our CDG carrier access hilling system.

Between now and September, when this is fully d
and implemented, will customers continue to see
problems that they will have to work through on a
manual basis? Will there be an improvement in th
billing problems? How do we get from here to the
Yes. And, | should characterize, this isn't th
effort underway to be trying to address bill accu
You know, one of the other contributing factors w
billing errors, customer billing errors, has been
service orders getting to billing, and the cycle
for orders once they're placed, of actually adds
disconnects getting into billing. For example, a
disconnect that is ordered and is not worked thro
billing, a customer will see charges for that ser
that's already been disconnected. So, we've gott

much better visibility, much more rigorous monito

ation is
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of our process of each of the service orders, kno
where we have any interfaces where orders may fal
and working those orders.

We've also, in the last 60 days,
introduced a functionality for us to be able to m
to add now individual customer-based pricing
automatically. So, our large business customers,
wholesale customers, after Cutover, those custome
that were under some type of a discount plan, whe
it be a term or a volume discount plan, we didn't
any capability -- system capability to recognize
service orders, apply the right logic and identif
rates -- what discounted rate should be put on th
orders. In the last 60 days, as I've said, we've
functionality into our service order process now,
applying those correct rates to those customer or

both on the business and the wholesale side.

So, these are examples of other

initiatives. We're not waiting on the Cross Syst

Synchronization as kind of the only big project t
solve all of our problems.

Do you measure the number of billing-related co
that are pending?

We measure the outstanding accounts that are in

wing

| out
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And, we have -- and that's what we report on. So
percentage that we show of known -- we were talki
about "known accounts in error"”, those are essent
order -- accounts that are waiting for a bill fix
deployed.
What's your current number of accounts in error
percentage of accounts, however you track it?
Yes. As of -- it changes frequently, as you ca
imagine. | think, as of Friday, we were at

3.7 percent.

That's 3.7 percent of?

Billing -- of the numerator being accounts in e

the denominator being total accounts.

And, that's New England wide?

That's Northern New England wide.

Excuse me, Northern New England. And, do you h

New Hampshire number?

We don't measure it by state.

Do you break out retail versus wholesale custom
We don't.

So, do you have even a ballpark sense of the

3.7 percent, how that breaks out in a general sen

between wholesale and retail?

| don't, while | sit here. No, | don't.
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A.

In your rebuttal testimony, you said that the a
that there was an "unacceptable level of errors"
longer the case. If you don't track it -- and th
from a wholesale company. If you're not tracking
a wholesale basis, then how do you know that it's
reached a level that's acceptable?

We do have a measure of claims, how many claims
been submitted, and the dollar amounts of those ¢
from our wholesale customers. A disportionate am
of those claims in the first -- in 2009 had to do
the inability or our over-billing essentially of

installs, customers who had signed onto wholesale
tariff contracts or other type of individual
customer-based contracts that we were provisionin
orders and consistently over pricing those orders
we've taken, since the start of this year, initia

was manual fixes, we had people in the systems ac
applying the right rates. And, we've now convert
that to system fixes on all new installs, and goi
back and correcting the embedded base of orders t
were placed from Cutover.

Also in your rebuttal testimony, you identified

the claims that -- excuse me -- some of the CLECs

made were no longer an issue, they have been reso
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or they were, you know, isolated quirks.

Yes.

They weren't a real concern. Is that your
understanding of the bulk of the billing-related
complaints that were identified in the CLEC testi
| mean, you spoke to maybe four particular ones.

there other billing-related problems that are sti

ongoing and can't really be resolved in the way t

those four that you identified are now appearing
resolved?

We still need to do better with processing orde
know, orders not being processed through to billi
that fall out at one of our interfaces. And, eit
we're not billing in a timely way or, as | said,
disconnects, we're still billing for services tha
had been disconnected, as one example.

And, is your synchronization program that you'r
working on something that will address that probl
It will. As well as ongoing, as | mentioned, w
much more -- have a much more rigorous monitoring
daily monitoring of orders and where they are in
flow. And, if they have fallen out, exactly wher
have fallen out and what's the disposition of tha

order and how it needs to be resolved.
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CMSR. IGNATIUS: All right. Thank you.
That's helpful.
WITNESS NOLTING: Sure.
CHAIRMAN GETZ: Redirect, Mr. McHugh?
MR. McHUGH: Just really one, Mr.
Chairman.
REDI RECT EXAM NATI ON

BY MR. McHUGH:

Q. Mr. Nolting, at the end of Attorney Judd's ques tioning,
he was trying to ask you about your responsibilit ies at
FairPoint in connection with payphones, and you s eemed
to indicate to me that you weren't prepared to an swer.
And, so, | need you to either clarify your answer or

explain it to me.

A. I'm not familiar with the specifics of any kind of
deficiencies we have with billing of payphones as | sit
here right now. And, it may be a known technical
incident, a technical defect. I'm just -- I'm no t
familiar with it to speak to it. It is within my
domain, within my organization's domain, to be
supporting payphones and businesses with payphone sin
their premises.

MR. McHUGH: Thank you. Nothing

further.
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CHAIRMAN GETZ: And, doesn't appear to

be anything further for the witness, so you're ex cused.

Thank you, Mr. Nolting.
MR. McHUGH: FairPoint calls Mr. Allen
and Mr. Lippold to the stand.

(Whereupon Jeffrey W Allenand

Brian M

Li ppol d were duly sworn and cautioned by

the Court Reporter.)
JEFFREY W ALLEN, SWORN
BRIAN M LIPPOLD, SWORN
DI RECT EXAM NATI ON

BY MR. McHUGH:

Q.

A.

Mr. Allen, could us please state for the record
full name and title at FairPoint?

(Allen) Yes. My name is Jeffrey W. Allen. I'm
Executive Vice President of the Northern New Engl|
Operations.

And, are you the same Mr. Allen who prefiled te

in this docket dated February 24, 2010 that we've
premarked as "FairPoint Exhibit 8P" for "public”
"8C" for "confidential"?

(Allen) Yes, | am.

And, have you reviewed that testimony, prepared

connection with this docket, and is it true and

your

and

stimony

and

itin
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accurate to the best of your knowledge?
(Allen) Yes, it is.
Do you adopt that testimony here today as your
under oath?
(Allen) 1 do.
Mr. Lippold, could you please state for the rec
full name and your title with FairPoint.
(Lippold) Brian Lippold. I'm Senior Vice Presi
Network Planning and Engineering.
And, to whom do you report to at FairPoint?
(Lippold) Mr. Allen.
And, were asked to co-sponsor a portion of Mr.
testimony?
(Lippold) I was.
And, can you tell us what sections you've agree
co-sponsor with Mr. Allen?
(Lippold) Yes. On Page 22, beginning at Line 1
through Page 26, Line 8.
And, Mr. Lippold, could you tell us, is the tes
true and accurate in all respects as you sit here
today?
(Lippold) Yes, it is.
And, do you adopt it as your own?

(Lippold) I do.
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Could you state for the record briefly, Mr. Lip
what your job responsibilities entail at FairPoin
Not just your title, but what you actually do?
(Lippold) I'm responsible for the planning of t
network, the expansion of the network, how it's
engineered and the equipment is deployed. So,
essentially, everything except for the outside
technician workforce and the maintenance aspects
network.
And, does part of your responsibilities include
construction and build-out of the VantagePoint ne
Mr. Lippold?
(Lippold) Yes, it does.
Okay. Mr. Allen, just very briefly, could you
Commission what the purpose of your testimony is
(Allen) Yes. It's to support FairPoint's reque
approvals associated with the indirect acquisitio
control that may occur upon the effectiveness of
FairPoint's Bankruptcy Reorganization Plan, the
Regulatory Settlement, and the requested modifica
of the Commission's New Hampshire 2008 order.
And, | should have asked, Mr. Allen, | apologiz
is there any corrections to your prefiled testimo

that we've marked as "Exhibit 8C" and "P"?
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A. (Allen) There are not.
MR. McHUGH: Thank you. The witnesses
are available for cross-examination, Mr. Chairman
CHAIRMAN GETZ: Okay. Thank you.
Mr. Roth?
MR. ROTH: | have no questions for these
witnesses.
CHAIRMAN GETZ: Ms. Hatfield?
MS. HATFIELD: Thank you, Mr. Chairman.
Good afternoon, gentlemen.
WITNESS ALLEN: Good afternoon.
WITNESS LIPPOLD: Good afternoon.
MS. HATFIELD: Sorry you have to look so
far over to your right.
CROSS- EXAM NATI ON
BY MS. HATFIELD:
Q. Mr. Allen, I had a few questions for you. I'm
be referring to your testimony, if you have it th
with you?
(Allen) 1 do.
Q. Beginning on Page 7 of your testimony, you give
assessment of the -- at that time the existing se
quality levels, do you recall that?

A.  (Allen) I do, yes.
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A.

And, then, going on, at the top of Page 7, you actually
give us some numbers. And, I'm wondering, can yo u give
us an update on how FairPoint is performing now, in
May, because we're three months later than when 'y ou

filed your testimony?

(Allen) Certainly. After the April results, we filed
with the Commission on May 20th. Out of the 12 d efined
measurements in the SQI for April, FairPoint hit 10 of

the 12. The two that were missed, one was the

"Customer trouble report rate per hundred lines i n the
network", and that was a measurement that we hit in
January, February, missed in March due to the sto rms,
and, although improved substantially in April, ha d some
residual effect from the restorations from the st orm.

So, we expect to hit that again going forward.

The other measurement that we did not
meet, which was the "Held orders average total de lay",
with a baseline of 6.46 delay days, we were 9 in April,

we did hit it in March with two days. | think it

should be noted in that particular measurement th at the
universe of total orders is a very small universe . In
the month of April, for example, there were a tot al of

two orders that were delayed based on lack of

facilities. In the month of March, there was one
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order; in the month of February, there were two o
So, although the percentage is off, | think, if y
look at the impact to customers, it is very, very
minimal. And, outside of those two, we hit every
metric. And, it should be noted, the percentage
"Out of service troubles cleared within 24 hours"
which is a very aggressive measurement, that
historically had never really been reached either
Verizon, or us when we first took over. We hit t
past month at 87 percent of the "troubles cleared
within 24 hours".

In your testimony, you describe a meeting that
with Commission Staff in December of last year.
recall that?

(Allen) Can you point me to the particular sect
Well, why don't we look at Attachment -- or, Ex
JWA-2 to your testimony.

(Allen) Okay.

Do you have that?

(Allen) 1 do, yes.

And, it looks like that is a report that FairPo
provided to Commission Staff and to the Office of
Consumer Advocate, is that correct?

(Allen) Yes, itis.

rders.

ou

other

of

his

you had

Do you

ion?

hibit

int

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Allen|Lippold]

155

And, in the second paragraph, it references a m

in December of 2009, do you see that?

(Allen) Yes.

In your testimony, you talk in several places a
fact that FairPoint has had difficulty in reporti
metrics, is that true?

(Allen) That's correct.

And, this Exhibit 2 to your testimony, is it fa

say that that is trying to capture changes that
FairPoint is making in its reports, to kind of cl
what you're reporting and to account for the fact
you're trying to fix some of those data problems?
(Allen) It's certainly -- I'd have to read in m

detall, it certainly is seeking to clarify exactl
is being measured for each of the different
measurements. It should also be noted that, in M
of this year, in conjunction with one of our syst
projects, with the CDIP projects, was the complet
audit and review of the metrics programs. And, a
particular point in time, any adjustments were pu
place and a restatement was also filed with the
Commission at that time.

And, did that include your final report on metr
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A.

A.

(Allen) | believe it did, yes.
And, would | understand correctly to read that
settlement that you entered into with the Advocat
Staff in this case to try to memorialize the metr
that you believe are appropriate going forward, b
on these discussions that you've been having with
Staff, and also based on what you've learned from
systems since Cutover?
(Allen) I'm not sure | understand your question
you speaking of the five measurements that we wer
looking at?
Well, yes. In the settlement that you've reach
Staff in this docket, | think you've made some ch
-- you're proposing some changes to the metrics.
| was wondering if you could talk about that a li
bit.
(Allen) My understanding is the metrics themsel
number of the metrics, the measurement or the bas
was made more rigorous in 2010, as compared to 20
actually in four of the different areas. In the
Settlement Agreement, what we agreed to was to ta
2009 penalty, defer it, and then have five key
measurements that was agreed on with the Staff an

FairPoint as the key measurements within the stat
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those could be achieved in 2010, there would then

waiver of past penalties that had been incurred b
missing some of the metrics in 2009.

And, do you know if New Hampshire -- or, if Fai

is performing in New Hampshire consistent with yo
service quality levels in Maine and Vermont?

(Allen) Yes. | would characterize them as "ver
similar". As you're aware, the measurements in e
state are different, different things are measure
But, if you look at the percentage of completion,
percentages of attainment, as | mentioned, in New
Hampshire, we hit 8 out -- or, 10 out of 12
measurements. The two that we missed, one was
storm-related, and the other one, although we wil
diligently look to hit it, did not really impact

customers. | would say that's consistent with th

performance we've had in both Maine and Vermont,

we are also consistently hitting the metrics.

And, on Page 15 of your testimony, you provided
numbers back in February for the number of open
escalations in New Hampshire. Do you see that?
(Allen) Yes.

And, do you have the more recent information as

open escalations in New Hampshire?
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(Allen) Yes. The report that came out today sh
open escalations in New Hampshire, versus the 50
testified to back in February of 2010.
Then, | believe it's on Page 16 of your testimo
discuss collections and the related activities.
I'm wondering if you could just give us an update
that status in New Hampshire?
(Allen) I don't know that | can speak specifica
our collection activity in New Hampshire, althoug
think | could speak to the collections process th
referring to in the prefiled testimony. After Cu
in actually all of the states, we stopped doing a
collection activity, for a variety of reasons. O
the agreement, and, secondly, was to make sure th
improved on some of our systems and our billing b
we entered into collection activity. There was a
lot of discussion at the time with the Staff, and
was a request to hold off for those very reasons;

did so.

And, when we began collections, what we

found was there was a higher than normal amount o
customers that had a higher balance than what wou
typically happen. We identified, there's a numbe

customers that typically don't pay until there's
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treatment activity that begins, and, unfortunatel
those patrticular instances, their balances had gr

a much higher level. Consequently, when we began
collection activity, we set very high thresholds

we treated or sent collection notices to. But, a
that's worked its way through the system, we've h
much higher percentage of disconnects based on
non-payment than we would historically have achie
and nor is it -- and it's also much higher than w
expect in the future.

And, in light of that, is FairPoint taking any
additional steps to address people who have high
balances or arrearages?

(Allen) Well, the steps that we've taken, which

are pretty consistent with what we've done really
the beginning, is we offer payment plans to any
particular customer that has an inability or an
inability to pay when they receive the amount due

And, we continue to ramp up our efforts to contac

customer and make sure we can make sure that they

aware of those payment alternatives that they hav
available to them.
Beginning on Page 23 -- or, excuse me, Page 22

testimony, you provide an update on FairPoint's
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A.

broadband plans. Do you recall that?

(Allen) Yes.

And, is there any additional update that you ca
provide us that's occurred since the time of your
testimony?

(Allen) At this point, let me turn this over to

Lippold, who was asked here today as our broadban
specialist.

Thank you.

(Lippold) So, I think the most significant upda
be the quarterly filing that was made on April 16
where the current broadband qualifications as of
beginning of April have increased to 76.1 percent
against our goal at the end of the year of 85 per
Within New Hampshire, we've turned -- we've quali
about 55,000 new lines on the network, on the
VantagePoint network, that were primarily in area
were previously unserved. So, | think that would

the lion share of the change.

MS. HATFIELD: | have no further

guestions. Thank you.

Mr.

te would
th,
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cent.
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CHAIRMAN GETZ: Thank you. Mr. Linder?

MR. LINDER: | have no questions. Thank

you.
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CHAIRMAN GETZ: Mr. Kennan?

MR. KENNAN: Thank you, Mr. Chairman.

Good, Mr. Allen, Mr. Lippold.
WITNESS ALLEN: Good afternoon.
WITNESS LIPPOLD: Good afternoon.
BY MR. KENNAN:
Q. Mr. Allen, do you have up there FairPoint's res
Otel Telekom's Data Request Number 117
A. (Allen) I do, yes.
MR. KENNAN: And, for the record, this
has been marked as "Otel Exhibit 2" for identific
CHAIRMAN GETZ: Let me just note, |
think in case this may not have been apparent. M
understanding is all of the discovery responses t
intended to be used as exhibits were circulated t
parties, but they haven't necessarily been given
Commission. So, if there's something you want us
along with, then we're going to need those copies
MR. KENNAN: Well, | thought I left
copies up there already, Mr. Chairman, earlier th
afternoon -- or, this morning.
(Documents distributed to the Chairman
and Commissioners.)

CHAIRMAN GETZ: Okay. Thank you.
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Because sometimes the witnesses don't need the ac tual
exhibits, but, if you want us to read them, then this will
help.

MR. KENNAN: It's Exhibit 2 for
identification, Mr. Chairman, or was premarked.
BY MR. KENNAN:
Q.  Mr. Allen, just a couple of minutes ago with
Ms. Hatfield --
MR. KENNAN: I'm sorry, Mr. Chairman,
are you ready?
CHAIRMAN GETZ: Yes.
BY MR. KENNAN:
Q.  Acouple of minutes ago with Ms. Hatfield you w ere
talking about the effort to look at and remediate
service quality reporting measures. Do you recal | that
discussion you had with her?
(Allen) Yes.
Q.  And, if you would look at Otel Exhibit 2 for
identification, do you recognize this data reques tas
asking you about that service quality remediation
effort?
(Allen) Yes.
Q.  And, this metric remediation effort, that's par t of the

CDIP, CDIP set of initiatives, is that correct?
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Q.

(Allen) That's correct.
And, the metrics remediation have to do with bo
retail service quality metrics, as well as the C2
PAP metrics used on the wholesale side, is that
correct?
(Allen) That's correct, yes.
And, they both come from the same system within
FairPoint, the CAMP system?
(Allen) Yes.
If you would look on Page 2 of Otel 2 for
identification, and there's a small letter "d" on
left side. And, the sentence that starts right a
the "d: "The remaining outstanding issues are be
researched. And, if deployment action is require
remedy the issue, it will be scheduled accordingl
And, I'm curious about that. First of all, we're
talking about computer systems here, are we not?
(Allen) As far as -- yes, we are.
And, so, a deployment would be what? A system
modification?
(Allen) It could be, yes.
What else could it be?
(Allen) It could be a system modification, it ¢

a system enhancement, it could be a system fix.
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Q.

o » 0 »

But, in any event, something having to do with
systems?
(Allen) That's correct.
And, you'd agree that it's important to have ac
service quality data, is it not?
(Allen) Yes.
And, FairPoint's goal is to have accurate data
accurate reports in terms of service quality?
(Allen) Correct.
And, the Metrics Remediation Project is one of
measures that FairPoint is undertaking to achieve
goal, is that right?
(Allen) That is correct.
If I could ask you to look at Page 21 of your F
testimony please. And, starting on Page 6, here
describe --
(Allen) I'm sorry, Page 21 or Page 67?
Page 21, beginning on Line 6.
(Allen) Line 6. Okay.
And, the question asks "what FairPoint has done
address billing issues with its wholesale custome
And, this is asking about cutover-related issues,
not?

(Allen) It would be both cutover-related issues

the

curate
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A.

Q.

issues that existed pre-cutover.
But, again, issues with the FairPoint computer
(Allen) Well, in some instances, yes; in some
instances, they would have been pre-cutover issue
which would have been on the previous Verizon sys
But the solution at this point has to do -- lie
FairPoint's computer systems?
(Allen) Certainly, on an ongoing basis, that wo
true, yes.
And, in this answer, you refer to the "Special
mileage audit” that -- well, you refer to a "Spec
Access mileage audit”. Is that the same thing |
talking about with Mr. Nolting when he was on the
stand? Did you hear that discussion?
(Allen) 1 didn't hear specifically when you spo
him, no.
Well, in this "Special Access mileage audit” th
are referring to in your testimony, that audit
identified some over-billing and under-billing
conditions, did it not?
(Allen) It did, yes.
And, as the result of that, there were some adj
to customer bills?

(Allen) Yes, there were.
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o » 0 » O

There were some credits given?

(Allen) Yes.

And back bills sent to customers as well?

(Allen) Yes.

In the last three lines of this answer, you als

describe some other wholesale billing initiatives

FairPoint has undertaken, correct?

(Allen) That is correct.

Is it logical to think that these wholesale bil
initiatives described on Lines 18 through 20 will
result in adjustments to customer bills?

(Allen) I would think that there's a likelihood
that could occur, yes.

And, if there were over-billings, FairPoint wou
adjust and give credits to the customers who were
over-billed?

(Allen) That is correct.

And, if there were under-billings, does FairPoi
to charge, to back bill customers for those
under-billings?

(Allen) Typically, yes.

These initiatives that are described in Lines 1
through 20, when is FairPoint planning to do thes

And, if we need to break them up one by one, we ¢

that
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that, too.
(Allen) These are all ongoing processes that ar
currently being done on a normal basis within
FairPoint.
Is there a planned completion date for these bi
initiatives described on Lines 18 through 207?
(Allen) 1 don't view these as items that have a
and stop. | view them as normal process activiti
that we would continue on to ensure that the bill
always accurate.
So, these initiatives could occur at any time,
ongoing?
(Allen) Yes.
And, FairPoint has no particular end date in it
for these initiatives?
(Allen) I would say that any telecommunications
I've worked with in the past, we've always looked
these things every month for the history of the
company.
MR. KENNAN: Nothing further,

Mr. Chairman.

lling

start

es

ing is

they're

s plans

company
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CHAIRMAN GETZ: Thank you. Mr. Shoer.

MR. SHOER: Thank you, Mr. Chairman.

Good afternoon, Mr. Allen, Mr. Lippold.
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WITNESS ALLEN: Good afternoon.

MR. SHOER: My name is Alan Shoer.

BY MR. SHOER:

Q.

A.

Picking up quickly on the same page that Mr. Ke
asking you about on the bottom of Page 21, it say
"FairPoint [will be undertaking the] wholesale bi
initiative, which includes intermediate term proj
reviewing contract and tariff plans." Could you
elaborate on what you mean by "tariff plans™?
(Allen) One of the things that we, as | mention
minutes ago, do as a normal course is we look at,
either the contractual agreement that a customer
with us or the tariffed agreement that they have
us, we make sure that all of the billing that tak
place with that customer falls under the right co
or tariff, and that the pricing is consistent,
including all discounts for that particular custo
And, in the event that you say, that you descri
your analysis comes up with the change in the tar
which you consider to be the rate that's being ch
you talked about issuing a potential back bill to
recover amounts that you believe are owed to the
Company?

(Allen) I think what | said is, if we identify
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there was a bill produced in error, on whether it
back bill that would require a credit or an addit
charge, within the reasonable amount of time, | t
we've been talking since Cutover, we would apply
charge or issue that credit.

Right. And, in the event that it's a back bill

you're allowed to recover or should recover the a
is there a particular time frame under which you
not go back to recover that amount? How far back
other words, will you consider your -- this revie
project?

(Allen) Well, I could speak to most of the item
have looked to date, and virtually all the items
looked at to date either have a credit or a back
and they go back to Cutover. And, if we identify
there was incorrect billing either way that went

to that particular point in time, we would apply
proper charges to the customer. This is very
consistent as well with how we are billed by our
a user of wholesale services, how we're billed an
billed by our suppliers as well.

So, just to help my memory, when you say "to th
of Cutover"”, was that about February of last year

February of 2009?
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(Allen) That's correct.

Okay. Now, on Page -- on Page 23, these questi
might be directed to Mr. Lippold, | can't tell.

this question is related to the broadband build-o
the next generation network part of the testimony
you see that?

(Lippold) Yes.

Okay. Is that -- This is the project that was

to earlier today with regard to the primary area
projected growth in FairPoint's revenues. Is thi
type of project that is in relationship to that
discussion?

(Lippold) I believe that Mr. Allieri referred t
"VantagePoint network”. The "next generation net
is one in the same, "VantagePoint" being somewhat
brand name for us for our next generation network
yes, that network is the driver behind our future
growth.

And, this growth is -- was described this morni
terms of data services, as well as Special Access
services, | believe?

(Lippold) I think there may be a little bit of
confusion. The VantagePoint network itself is a

network. And, that is -- our focus is to grow ou

ons
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business. The five year plan of the Company lump

revenue into a line item referred to as "Special
Access". But, "Special Access", in the "regulato
definition, actually won't ride over that Vantage
network.
And, this is essentially a plan to provide a bu
of fiber and other facilities to expand broadband
speeds up to, it says here, "15 megabits per seco
(Lippold) That is one of the products that will
that VantagePoint network, yes.
Okay. Now, is this -- this market for data ser
that you describe, is that a market that you woul

describe as a "competitive market" right now? In

words, do you face competition with other compani

the sale of those services?

(Lippold) Yes, we do.

And, you'll face competition with Comcast, for
Are they in that business?

(Lippold) That is one of the competitors in tha

business. There are many.

All right. And, who else are your other compet
that business?

(Lippold) Time Warner, segTEL, BayRing.

(Allen) AT&T.
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A. (Lippold) AT&T.

A. (Allen) Verizon Business. You know, virtually

everybody that's in the telecom space is typicall y
offering either high speed, and you can also incl ude
broadband wireless in that, in the consumer segme nt,
and other very high speed products in the busines S
segment. As well as, in many cases, carrier serv ices

to the wholesale customers.

Q. Okay. Thankyou. Now, so, with regard to the

wholesale customers, so, these customers are -- w ould
it be correct for me to say that these customers are
competitors, as well as potential customers for t hose
types of services from you, but on a wholesale ba Sis?
(Lippold) Yes.

Q. And, could you please just explain or describe how

wholesale customers would benefit from this next

generation network that you're talking about?

A. (Lippold) Want me to take it? So, they would b enefit
by the ability to resell services over that netwo rk.

Q.  Uh-huh.

A. (Lippold) Many of our wholesale customers today resell

our DSL product. And, we intend to offer other
services that we provide over that VantagePoint n etwork

to wholesale customers to resell as well.
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Okay. If it turns out that that becomes a very

successful product for the sale of these services
wholesale customers, does that negatively impact
your revenue projections are or would be in this

service or special services?

(Allen) I would view it as just the opposite.

now, the wholesale market is a very significant p

of our revenue stream, as well as our new acquisi

stream. And, the more successful we can make tha

addition to our retail business, on the new netwo
the more successful we'll be.

Very good. Thank you. There was a question ea
about the Metrics Remediation Program. One of th
areas about the metrics that | understand is that
there's a project in place to produce or create a
simplified metric or PAP that's used for measurin
wholesale service quality. Are you aware of that
project?

(Allen) I'm generally familiar, yes. It depend

level of detall in your question.

Okay. And, are you -- Mr. Allen, would you be
knowledgeable about when that revised simplified
will be prepared or produced for the wholesale

community?
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A.

(Allen) 1 think, for that particular question, you're
better directing that to Mr. Skrivan, when he tes tifies
tomorrow morning.
MR. SHOER: Thank you. | will hold
that. | will hold those questions for Mr. Skriva n then.

Thank you. No further questions.
CHAIRMAN GETZ: Thank you. Ms. Foley?
MS. FOLEY: Yes. Good afternoon, Mr.
Allen and Mr. Lippold.
WITNESS LIPPOLD: Good afternoon.

WITNESS ALLEN: Good afternoon.

BY MS. FOLEY:

Q.

o » 0 »

Mr. Allen, are you familiar with FairPoint's

Stabilization Plan?

(Allen) 1 am, yes.

Was the Stabilization Plan implemented last yea r,in
2009?

(Allen) Yes, it was.

Was it implemented shortly after Cutover occurr ed?
(Allen) Yes, it was.

Was one of the goals of the Stabilization Plan to
ensure FairPoint's return to "business as usual” by the
end of second quarter 2009?

(Allen) 1 don't recall the exact day, but it wa sin
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that ballpark certainly, yes.
And, under the Stabilization Plan, was the term
"business as usual" synonymous with "pre-cutover
of service"?
(Allen) In that plan, we did use those terms
synonymously, yes.
So, under the plan, FairPoint intended to retur
pre-cutover levels of service by the end of secon
quarter 2009?
(Allen) That's correct.
And, by what method did FairPoint use in the pl
ensure its return to pre-cutover levels of servic
(Allen) I'm not sure | understand your question
activities did we take?
How did FairPoint intend to return to pre-cutov
levels of service under the Stabilization Plan?
(Allen) Well, it was broken into several differ
areas. And, what we looked at was trying to defi
what was the current state before Cutover, which
many instances was difficult, because many of tho
items that we were looking at were not previously
the future measured by Verizon or anyone else. S
did our best estimate where there were not specif

service quality metrics in place to estimate what

levels
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should be. We then looked at the different prima
areas of the business, which included the call ce
included order delivery, which included provision
and late orders, that looked at both the retail a
wholesale segments. We looked at billing. And,
looked -- there were a couple of other items that
never been problematic, such as the network resul
that we didn't include in the plan, but, certainl
internally, we also looked at those metrics.

And, did FairPoint set specific milestone goals
achieve what it considered to be pre-cutover leve
service?

(Allen) We did, yes.

And, did FairPoint meet those goals by the seco
guarter of 20097

(Allen) We did not, no.

After the second quarter of 2009, did FairPoint
implement a successor plan to the Stabilization P
(Allen) 1 don't know that | would characterize
"successor plan”. What we did was we looked at w
we were, and identified the areas that needed
improvement and the right ways to accomplish that
improvement. One of the main pieces that came ou

that was the work by Accenture and the CDIP proje
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that you've heard about, and certainly we'll hear
about. That prioritized, not only from our own
perspective and input we could provide, but also
third party expert, Accenture, coming in and look

it and getting their feedback on the items they f
needed the most attention. And, then, we set up
project plan. We prioritized those into 15 prima
items. Set up a project plan to accomplish each
those things and what it would attain at the end
that. And, then, we've been implementing that pl
really since that point in time.

And, is there a projected end date for the CDIP
(Allen) Yes. Many of the projects are already
completed. A number of them also complete in Jun
And, | think the last completion date is Septembe
this year.

I'm sorry, did you say "many have already compl
(Allen) That's correct.

And, some will complete in June, but the rest w
completed by September?

(Allen) The specific dates of which one of the

and when they will complete could be provided by
McLean and Ms. Weatherwax. But, as | mentioned,

majority of the CDIP projects are completed. And
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there's another group that's going to be complete
June, and the last one in September. And, one th
should clarify is, if you look at the 15 projects
they're made up of, | couldn't tell you the numbe
hundreds of tasks and different subprojects that
that up. So, when | say "the majority have been

completed"”, over 70 percent of the tasks and the

subprojects have been completed. And, each one o

these projects don't have a hard start and stop f
the perspective of when you see progress. So, as
different tasks get completed, we see progress
incrementally as time goes on.

And, at the end of September, when the CDIP pro
officially end, will we be back at pre-cutover le
of service at that point?

(Allen) I think, today, in many instances, we a
better than pre-cutover levels.

Will we be entirely back to pre-cutover levels
service by the end of September?

(Allen) Do | believe our service levels will be
in September than they were prior to Cutover? Th
answer to that's "yes."

But is it your belief that we are currently at

pre-cutover levels of service?
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A.

o » o »

(Allen) It is my belief that in many areas we a
better than pre-cutover levels, and there are som
areas that we are not quite there yet.

Okay. And, could you turn to your prefiled tes

please, at Page 13.

(Allen) Certainly. Okay.

The question at Lines 5 to 7, there are a numbe

paragraphs fall in that. | wanted to confirm whe

your answer also pertains to wholesale metrics, i
addition to retail metrics?

(Allen) The answer, saying that "I think we wil
pre-cutover levels at September, or above in many
instances"?

Oh. I'm sorry. This question pertains to the
Remediation Project.

(Allen) Yes.

And, FairPoint's ability to report service metr

(Allen) Okay.

Does your answer to this question also pertain
FairPoint's ability to report wholesale service
metrics?

(Allen) Is there a specific part of the questio
It's the question in general.

(Allen) The answer to this question would apply
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o » 0 » 0 >0

service quality retail measurement, as well as PA
C2C.
On Line 19, you reference the "Metrics Remediat
project”. Is that one of the "70 percent of comp
projects” that you mentioned earlier?
(Allen) The Metrics Remediation project's been
complete.
And, when did that complete?
(Allen) In March.
March of 20107
(Allen) Yes.
On Line 9 of Page 14 of your testimony, are you
(Allen) Yes.
You indicate that "FairPoint has worked diligen
convert these measurements to access data points
more than 70 newly implemented systems." Is that
correct?
(Allen) That's correct.
Isn't it true that you knew these service quali
requirements prior to implementing the 70 systems
(Allen) That would be correct.
On Page 15 of your testimony, Line 6, you indic
"FairPoint restates previous measurements when

appropriate and data is available.” Is that corr
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(Allen) That is correct.

So, from that statement, can we conclude that s
FairPoint's previous reporting has been inaccurat

(Allen) Yes.

And, some of FairPoint's previous PAP reporting
particular has been inaccurate?

(Allen) 1 would say some of FairPoint's previou
reporting had been inaccurate, that's correct. |
think, when we talked about this previously, one
things that we pointed out was that, when we did
restatement of the SQI, we did look at the PAP an
C2C. Had we gone through and been able to captur
the data and gone back and restated it, it would
reduced some of the penalties that we had paid ou
and we chose not to do so.

And, the Metric Remediation project that you di
Page 13 of your testimony, that was designed to ¢
the inaccuracies that you noted in the PAP and th
service quality reporting?

(Allen) I'm sorry, | missed one of those words.
you restate that please?

You reference the "Metrics Remediation project"
13.

(Allen) Yes.
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A.

Q.

> O » O

Was the purpose of that project to correct the
inaccuracies that existed in the PAP and the reta
service quality reporting?
(Allen) It was to specifically do an audit to d
if there were any inaccuracies, and, where any we
found, was to correct them.
On a going forward basis then, are the PAP repo
accurate?
(Allen) To the best of my knowledge, they are.
Are you now able to report all of the metrics t
required under the PAP and the C2C?
(Allen) We are not reporting all of the metrics
PAP and the C2C at this point.
You are not?
(Allen) We are not.
Which ones are you not reporting?
(Allen) 1 don't have the specific list. Althou
McLean could speak to that tomorrow. But we did,
November filing, ask for a waiver on some of the
measurements, especially those that were specific
the Verizon systems, that would not be able to be

captured in our systems.

MS. FOLEY: Could | ask for a data

request of the metrics that are not being reporte
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currently?
CHAIRMAN GETZ: Well, I'm not sure if we
need a data response.
WITNESS ALLEN: I think, if you ask
Ms. McLean tomorrow, she could provide that.
MS. FOLEY: Okay. I'll ask Ms. McLean
that. Thank you. Thank you. That's all | had.
CHAIRMAN GETZ: Thank you. Ms. Bragdon.
MS. BRAGDON: Thank you.
BY MS. BRAGDON:
Q. I'mjust going to follow up on one of the quest ions
that Ms. -- your answer to one of Ms. Foley's
guestions, where you stated that you believe "Fai rPoint
was providing better -- far better service than p rior

to Cutover in some areas." | take it that is not

wholesale?

A.  (Allen) For some of our wholesale customers, th at's
very much the case. Repair, for example, that ap plies
as much to wholesale, as it does to retail. Our repair

results are better today than they were the last
several years anyway with Verizon.

Q. And, when you say "repair results”, what specif ically
are you talking about?

A.  (Allen) If you look at customers out of service
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Q.

A.

Number of customers out of service?

(Allen) Both numbers of customers out of servic
the speed by which we clear service calls.

Okay. Let me turn back to a more general quest
Would you agree that, as we sit here today, there
still a large number of manual interventions in p

to handle work that FairPoint anticipated would b
mechanized at the time of Cutover or after Cutove

(Allen) 1 would certainly agree that there are
interventions or manual processes in place today
we had anticipated would be automated, yes.
And, do you have an estimate of how many of tho
manual interventions remain in place today?
(Allen) I don't have an estimate of the number
processes. What we have is a, primarily, in the
project, is a project to remediate and automate s
the manual processes that we're currently providi
today.

And, could you give me a rough breakdown, in te
your total number of manual interventions, retail
versus wholesale, what that breakdown is? Do you
a feel for that?

(Allen) I don't know that | could come anywhere

to estimating how many current processes we have
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business overall, versus how many were automated
how many were manual. The majority of our system
in a similar manner, both for wholesale and retai

So, with some minor exceptions, | would expect th
same processes that are done manually in the whol
environment are also done manually in the retalil

environment.

Q. And, is there a specific schedule in place? |

understand that the CDIP program is in place. Is

expected to eliminate all of the manual intervent

that were -- had previously been anticipated woul
mechanized at Cutover? Is that going to close th
loop, if you know what | mean?

A. (Allen) Yes. | would answer it this way. | ke
mentioning the "CDIP projects”, but there's also
significant number of other deployments that take
as a normal basis within our IT Department. So,
have a defined IT deployment schedule. This year
we've gone to a once-a-month deployment schedule.
Actually, in the second half of the year we're go
back off of that a little bit, which allows for
significantly more testing, training, and prepara
when we do a deployment on a monthly basis. And,

majority of the high-impact manual processes that
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use today to deliver service the way we need to,
majority of those would be automated through eith
CDIP project or another deployment that takes pla
IT.
By when?
(Allen) Well, as | stated before, the majority
the CDIP projects will complete by September. An
majority of all of the manual processes would be
completed by that particular point in time. Ther
always going to be instances that we're going to
to automate some things that we do manually today
makes good sense for the business and helps us be
competitive.
Do you recall testifying in Maine that "our sys
conversion is behind us"? Do you recall that tes
of yours?
(Allen) 1 don't recall exactly what | said.
Well, is it your belief that the system convers
behind FairPoint at this point?
(Allen) 1 think the system conversion is behind
with the exception of the items that primarily ha
been mentioned or would be mentioned tomorrow. |
data synchronization is the biggest last conversi

process, which puts all the data in a consistent
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throughout all the systems.
Obviously, with the size of the IT

Department that we have, there will always be con
adjustments and changes and improvements that wil
place in the systems. From a conversion perspect
would say that's the last large projects that we
planned.
Have you had a chance to review what's been mar
identification as "CRC Exhibit Number 11"? It wa
list developed by Liberty and the three state sta
relating to wholesale issues?

(Allen) I have not. I'm not sure I'm familiar

what you're speaking of.

(Documents distributed.)

BY MS. BRAGDON:

Q.

A.

Were you aware that Liberty and the three state
had developed that list?

(Allen) I believe that Liberty provided this to
least | saw it last week was the first time.

Okay. And, so, and have you had a chance to --
have not looked at it?

(Allen) 1 did look at it. 1 wasn't sure whaty
referring to.

Okay. And, so, is it your position that the is
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A.

that are listed there are going to be covered by
completion of the CDIP program?

(Allen) 1 would suggest that you direct the que

with regard these to Mr. Murtha tomorrow. He's b
the person on our team that is the most familiar
the information and could answer it more appropri
Okay. I will do so. Can you explain the Capge
settlement? Specifically, what was settled and w
hasn't settled?

(Allen) I can't -- | wasn't a party to the actu
settlement itself, so | don't know that | could g
you many details outside of what has been stated
several documents. No, | can't beyond that. Unl
you have a specific question | might be able to h
you with.

Do you recall testifying in Maine, when asked a
this subject and why CapGemini was retained, and
paraphrasing, and you can correct me here, but,
essentially, you said that "because of the
institutional knowledge that Cap had, your feelin
if you changed horses at that point, you would ha
gone backwards or come to a standstill before goi
forward." Do you recall that?

(Allen) 1 do. It was in a little bit different
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questioning. | think the questioning was more ab
"why did we retain CapGemini?", as opposed to the
settlement itself.
Okay. And, what | stated in Maine, and would r
here, is | was involved in a discussion, decision
"should we look for a different partner at that
particular point in time?" And, this was near th
of our third quarter of last year or fourth quart
last year. My position was, | was much more inte
in looking forward. And, basically, at that part
point in time, the activities that we had schedul
the deployments that we had planned, the knowledg
level of CapGemini as a partner, both with our sy
as well as our processes, | felt, if we made a ch
at that particular point in time, our service lev
would be hurt. We would take a couple of steps b
before we could even consider moving forward. An
thought it was in the best interest of both us, a
as our customers, to stay with CapGemini at that
And, that was despite, I'm guessing, some unhap
on FairPoint's part with CapGemini's performance?
(Allen) Again, my point of reference and focus
"from that point going forward, what was the best

decision for the Company and our customers?" And
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Q.

A.

think the best decision at that point, which I, |
back on it, would agree with, was to stay with
CapGemini.
And, you didn't feel like you had a whole lot o
choices?
(Allen) There are an awful lot of choices. The
lot of companies out there that would have loved
step up and provide service, like CapGemini, as
partner to FairPoint; Accenture being one of them
And, again, as | looked at it, and looked at what
be involved in a changing of partners at that
particular point in time, and what we were gettin
CapGemini, and we were able to get, it would have
very detrimental to the business and to our custo
to make a change.
Mr. Lippold, just a couple of question for you.
you here this morning when Mr. Newitt was testify
(Lippold) I believe | was. 1think | was here
entire time.
Okay. Do you recall hearing him testify that i
"FairPoint's goal, in terms of broadband penetrat
was to reach the level of experience by FairPoint
Classic"?

(Lippold) I do recall that.
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o > 0 >

Okay. And, when we say "FairPoint Classic", we
basically referring to the rural LECs --

(Lippold) It would be the --

-- located throughout the country, --

(Lippold) Yes.

-- including New England, but not the Verizon
territories?

(Lippold) The properties that were present prio
acquisition of the Verizon properties, yes.

And, is my understanding correct that most of t
considered "rural LECs"?

(Lippold) I'm not certain what the legal defini
“rural LEC" is. But, | think, largely they are i
rural areas. There are some that are abutting
metropolitan areas and are turning into more
metropolitan.

Are they areas where FairPoint faces competitio
broadband?

(Lippold) I don't have specific knowledge of th
competitive landscape of all of those properties.
aware that many of them have cable providers that
compete with them for broadband services. And, o
course, there are wireless. And, there's a numbe

different competitors out there.
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And, so, you agree that that assumption of reac hing a

rural LEC penetration rate is reasonable in a

competitive marketplace, as you just described to Mr.
Shoer?
(Lippold) I'm not certain that I'm the expert a s far as
the penetration that can be achieved. My job is to
build the network. And, it's up to the marketing folks
to see how much they can achieve from a penetrati on
perspective.
But you must have to -- there must be some inte rplay,
right? You can only build what can be financiall y

supported, correct?

(Lippold) Well, no. Actually, we are building in a lot
of areas that are not really financially supporte d, but
we're doing it as part of the settlement.

MS. BRAGDON: Okay. Allright. Thank

you.

CHAIRMAN GETZ: Ms. Cole?
MS. COLE: No questions.
CHAIRMAN GETZ: Ms. Geiger?
MS. GEIGER: No questions.
CHAIRMAN GETZ: Mr. Judd?

MR. JUDD: Yes, | do.

BY MR. JUDD:
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A.
Q.
A
Q

Mr. Lippold, an issue in this docket is a compl

anonymously received by the Commission concerning

fiber deployment. In regard to that, have you re
FairPoint -- strike that -- the Accion Report of

April 19th of this year, regarding the issue of t
fiber deployment practices and the issues related
that?

(Lippold) I have.

And, do you consider it to be accurate?

(Lippold) Yes, I do.

And, do you have anything you wish to add to th
anything you believe needs to be clarified?
(Lippold) No, I think that it was an accurate
representation. It was not, in my mind, a signif
issue, and it was mitigated immediately upon disc
Thank you. The 2008 Settlement Agreement, and
going to ask you a series of questions, one is th
Settlement Agreement and one regards the 2010
Agreement, which | will refer to as the "Regulato
Settlement"” in an attempt to avoid confusion. Th
Settlement Agreement, there was a -- as | think y
had testified earlier, you had a commitment to ac
85 percent broadband coverage by March of this ye

that correct?
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A.

(Lippold) By March 31st of this year, yes.

And, you gave us a number a little while ago ab
where you were now on that. Could you -- | belie
was 76 percent, is that correct?

(Lippold) Yes. It was 76.1 percent was at the
beginning of April.

Now, under the Regulatory Settlement, the deadl
reaching a build-out, that build-out requirement

be extended to December 31st. If that were not
extended, do you know what the penalty would be t
FairPoint would owe for failing to meet that

85 percent?

(Lippold) I don't recall. 1 don't have that la

with me, as far as what the penalty amount would
Well, subject to check, would you accept it's
approximately $4 million?

(Lippold) Subject to check, yes.

(Allen) Yes. | would agree that that's about w
would have been.

Thank you. Now, under the Regulatory Settlemen
penalty amount would FairPoint owe, not retained
its own use, if the coverage level is not achieve
December 31, 2010? Do you know that number?

(Allen) 1 believe it's 500,000.
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Q.

A.

Thank you. Could you briefly describe what con
to the inability to achieve the 85 percent build-
March 31st of this year?
(Lippold) Obviously, the financial difficulties
FairPoint had leading up to the filing of Chapter
As we built the network out, we discovered many m
areas where we had to deploy fiber, because the f
that we had acquired from Verizon wasn't capable
transmitting the signals that we were going to em
in our network. So, there was additional constru
time involved and additional cost to do so. And,
finally, I think that we could have done a better
of project managing the plan.
Thank you. And, | appreciate your candor. Und
proposed Regulatory Settlement, other than moving
goal post to the end of this calendar year for th
build-out, are there other changes regarding broa
build-out that would be affected?
(Lippold) The only other change that comes to m
the potential to utilize a wireless technology fo
last, | believe, 8 percent of the achievement lev
should we deem that viable.
Fair enough. In response to an earlier questio

believe it was from Ms. Hatfield, you were able t
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A.

identify how some tracking matrix or information
have about your performance to date. Could you |
give us a little more detail of how it is that yo
tracking that? Is that on a monthly basis? A we
basis? Mr. Allen, you're nodding your head, I th
you know what I'm talking about.
(Allen) Well, Mr. Lippold may get it more than
but what | get every week is the results of what
built out in that particular week, how many custo
we made or we are now addressing that we could pr
service if they so chose. As Mr. Lippold mention
the last couple months, in New Hampshire alone, t
number has been 50 -- almost 55,000, just shy of
The number each week goes up between three and fo
thousand a week, depending on the particular week
what the project schedule is.
So, although Mr. Lippold's got the
responsibility of managing it, and can probably t
you on a go-forward basis how many lines will bec
addressable that week, | see every week what the
results were of the work that was done.
Regarding your build-out on DSL, the capital eq
that you're deploying, do you have a sense for th

useful life of that, of those assets?
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A.

A.

(Lippold) I would say it would vary. Obviously
fiber optic cable and any copper facilities that
deploy would have a significant life to them. Th
electronics that we're deploying, my guess would
that it would have at least ten years. But we re
don't know what technology is going to bring a ye
from now or five years from now. So, | really do
know.

Could you put a little finer point on what you

"significant life" of the fiber optic?

(Lippold) I would say that, you know, those typ

facilities have a 20, 25, 30 year lifespan.

Uh-huh. Thank you. And, there was a brief dis

a few minutes ago regarding | believe you're call
"FairPoint Classic", | think I've also heard it
referred to as "Legacy", "FairPoint Legacy". You
familiar with those other companies. Can you ide
for us one that you would consider comparable to

FairPoint in New Hampshire?

(Lippold) Well, I think that FairPoint in New H

covers the full spectrum of a dense metropolitan
to the most rural exchanges. So, to compare Fair
New Hampshire to one of those others, it would be

difficult. They would all compare in one form or

, the

we

be
ally
ar

n't

mean by

e of

cussion

ing it

re

ntify

ampshire
area

Point

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Allen|Lippold]

198

another.
We like to think we're unique in many ways, and
saying that your company fits that fold, is that
(Lippold) Yes.
(Allen) Very well said.
| see. Fair enough. Getting back to the Regul
Settlement, Section 2.7, and you don't need to lo
it, but it commits the Company to use what otherw
would be broadband penalties to invest in its net
And, that, though, is subject to the approval of
Commission. Is it your understanding that FairPo
would be seeking pre-approval from the PUC before
making those investments?
(Lippold) Let me just read that more thoroughly
| was afraid that would happen if | gave you a
(Lippold) I don't think it specifically speaks
but that would be my expectation.
If we could return for a moment to the question
Legacy FairPoint, do you know if, while there's n
exact match, there's no comparable company out th
are there CLECs in those other, the Legacy FairPo
territories, do you know?
(Allen) I don't believe there's any CLECs in th

territories. As Mr. Lippold mentioned before, th
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very significant cable competition in many of tho
particular environments. And, in some of those
environments, they compete with us not only in vo
and data, but also in video.

Thank you. And, in the Legacy companies, is th

another one that serves a metropolitan area that

comparable to what you have here in New Hampshire

(Allen) I think, rather than guess, quite frank

we're better off deferring some of those question
Mr. Nixon, who is very familiar with all of the L
companies and can answer your questions more
specifically.

Thank you. The Regulatory Settlement recognize
the -- what I'll refer to as the "final 8 percent

your broadband build-out obligation that could be
with -- through reselling arrangements. And, you
nodding your heads. | think both of you are fami
with what I'm referring to?

(Allen) Yes.

(Lippold) Yes.

Great. Can you tell me what your plan is for w
with the Commission in establishing the reselling
arrangements that would be appropriate to meet th

obligation?
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A. (Lippold) I would say, first of all, we have no
no current plans to resell services to meet that
8 percent. And, off the top of my head, | don't
if there's a requirement in the Stipulation to ha
that pre-approved by the Commission. Although, i
were to do that, we have agreed that the service
we resold would meet the standards that are requi
for the broadband commitment overall. So, we wou
propose a resell arrangement that didn't meet tho
service characteristics.

Q. But, at this point, you do not have a business
availing yourself of resell opportunities, is tha
correct?

A. (Lippold) No. That's correct.

A. (Allen) That's correct.

A. (Lippold) We don't have a plan.

MR. JUDD: Nothing further. Thank you.

plans,
final
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CHAIRMAN GETZ: Thank you. Commissioner

Below.
CMSR. BELOW: Thank you.
BY CMSR. BELOW:
Q. As more lines and locations become addressable,
does that information become known within the Com

and to retail customers or potential customers?

how

pany
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A. (Lippold) So, each week we provide our Marketin
Department with a list of those lines that are ne
qualified as addressable. And, the Marketing
Department then has a program where they begin th
efforts to proactively market to those customers
through various direct marketing efforts. As wel
the systems are updated, so that, if a customer c
in, and it's available in their area, then the Se
Rep. has access to that information.

Q. Okay. And, on Page 23 of your testimony, at Li
7, it refers to the fact that the "VantagePoint w
offer broadband speeds of up to 15 megabits per s
compared to maximum speeds of 7 megabits per seco
with the existing ATM network." That's -- that s
"in the near term”. Do you have some sense of wh
that will roll out? Or, is this something that's
made available now? Is this -- are these speeds
are potentially offered to the premises?

A.  (Lippold) Yes. For the 15 megabit per second,
being offered on the VantagePoint network. So, f
those 55,000 lines that we have qualified thus fa
New Hampshire on the new network, some of those w
be capable of reaching the 15 megabits. That is

it's distance sensitive. So, if they are 18,000
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all.

kilofeet or 18,000 feet out, away from the centra
office or the remote terminal, they wouldn't be a
receive 15 megabit per second. But, if they were
closer in, they would be, yes.

And, is that available over existing copper pai

(Lippold) Yes.

So, when you mention that this is going to supp
products, including the possibility of
fiber-to-the-home and IPTV, is that still sort of
in the distant future or is that a capacity that
actively preparing to be able to offer?

(Lippold) When we designed and built the core o
network, it was sized such that we would have the
capacity to provide all of those services. When
talk about the qualifying lines for DSL on the ne
network, that is specific to DSL services. Butt
core of the network has the capacity to provide a
those services, plus some. All right? So, andt
core of the network is also being utilized to off
business class services, such as Ethernet service

so forth that the customers are looking for.

ble to
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CMSR. BELOW: Okay. Thank you. That's

CHAIRMAN GETZ: Thank you. Commissioner
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Ignatius.
CMSR. IGNATIUS: Thank you. Good
afternoon, gentlemen.

WITNESS ALLEN: Good afternoon.

BY CMSR. IGNATIUS:

Q.

Mr. Allen, you testified earlier this afternoon
you were ahead of some of the pre-cutover levels,

you said that was "in many areas". You spoke wit

Attorney Bragdon about some of the wholesale area

thought were doing well and better than pre-cutov
Are there retail areas that you think are doing b
Can you enumerate any of those?

(Allen) Yes. | would categorize, when | spoke
repairs specifically to Ms. Bragdon, | was trying
bring out an area that's better than it was that
effects both retail and wholesale. Specificto r
our call center results have been outstanding acr
all the call centers. And, historically, the Con

Call Center did reasonably well. Our service lev
have been in the 90 odd percent plus range for se
months consistently, week in, week out, as a matt
fact, almost day in, day out. Our Business Call
for our business customers has a similar result.

really, since the beginning of the year, we've be

that

and

s you
er.

etter?

about

to

etail,
0SS
sumer
els
veral
er of
Center
And,

en

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Allen|Lippold]

204

able to also have those kind of numbers consisten
every week in the Repair Center, which was an are
historically went up and down, based on the numbe
calls that came in and the number of activities t
were taking place in the environment. So, overal
call center results have been also substantially
than they were previously.
And, is that uniform throughout Northern New En
Or, | guess, more importantly, is there anything
the New Hampshire numbers that are not as good as
you've just described?
(Allen) No. As a matter of fact, in the call ¢
we use universal reps. So, although, for example
the Repair Call Center, we can measure the repair
by state, and we do so and report so. And, you'l
that the relates across the three states are
consistent. But the general business office call
center, the Consumer Call Center, gets the first
available rep. in any one of the centers that can
handle a call.
Have you experienced since Cutover a greater pe
of problems on the wholesale side than on the ret
side?

(Allen) 1 would say, in some areas, yes. The o
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that is different in a wholesale environment vers
resale environment is the front-end system of get
the information to us, and then it also becomes t
system that we utilize to provide the information
to the CLEC. That's typically in an automated fa
And, because there is an extra step associated wi
providing the wholesale service, which is the ste
just described, that has contributed to some issu
And, you add that to whatever the retail customer
receiving, that would be true. So, | would say,
order processing piece, if you go back to Cutover
look forward, and the aspects that were associate
that, there may have been a few more problems.
One of the things that's different is |
wouldn't characterize that the information is dif
or that the systems are different. There's far m
control in a retail environment. So, for example
you'll hear some things about pre-ordering, where
you're getting the customer information and you'r
using that to place an order. The process works
virtually identical, whether you're an internal r
customer or external wholesale. And, the quality
the information, although dramatically better tha

it was, there was a point in time where that
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A.

information was limited. Both parties would then have
to go through a manual process of fixing it. Bot h had
a similar process that they went through and simi lar
difficulties in getting it. The only difference was
there was an interface, and you had less control if

there was a wholesale customer on the other side,
versus a retail customer.
Is your sense that that manual study to get to a
solution is pretty much over with by this point?
(Allen) The majority of it is complete. | don’ t know
that I'd quite characterize it as that "we're ove rit",
in a sense. One of the things that Mr. Murtha wi I
talk about | believe tomorrow, if asked, is there was a
specific process or program that we had with many of
our competitive local exchange company customers.

Where they came in, brought in their work, worked it

with us and our systems folks in the systems

themselves. ldentified different categories of i ssues
that they wanted to have resolved. Within each o f

those categories, the specific things that they t hought
needed to be addressed. A large majority of thos e have
been addressed, but there are still some items on that
list. And, you know, | think, until you get to t he
point that those items that we identified, we agr eed we
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were going to take care of, until they're complet
off the list, | would say there's still things to
In your prefiled testimony, Exhibit 8P, on Page
said that you had regular meetings instituted wit
wholesale customers given twice a week, meetings
deal with problems. Are those meetings ongoing?
(Allen) Yes, there are several meetings. | thi
specifically, | was referring to some of the bill
meetings that Mr. Nolting and his team hold with
of the CLEC customers. There were also a variety
other forums that Mr. Murtha and his team hold,
including a Users Forum, as well as an ongoing pe
call with the wholesale customers.
And, | take it you have no problem with continu
those sorts of meetings for as long as there cont
to be issues that have to be worked out?
(Allen) That's correct. | would also add that
of our wholesale customers have requested that, o
periodic basis, whether it's once a quarter, ever
months, whatever it might be, that we have execut
sessions with their team. And, we also are more
happy to have those continue.
Mr. Lippold, a couple of questions to you. You

stated, | think in response to a question by Mr.

ely
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A.

Q.

A.
Q.
A.

that the revenue from -- "the Special Access reve
included revenues that were to be generated from
services running over the VantagePoint system. B
those weren't services that you would, in a regul
sense, consider Special Access services." Did |
that close enough?

(Lippold) That is correct.

Then, why are the revenues lumped together?

(Allen) I can answer the "why they're lumped to
Okay.

(Allen) And, then, the other parts of the quest
Lippold can address those. The reason they were
together is, when the model was done, there was t
certainty of when the deployment of the VantagePo
network and the Ethernet services and over carrie
grade products would come off of that network was
uncertain. So, if you look at, instead of, let m
it this way, instead of for the plan putting in a
separate category and trying to decide what kind
conversion you would get from your standard Speci
Access products to your Ethernet products, all of
services were just put into one category for the
purposes of modeling. So, for the purposes of se

and the purposes of provisioning, providing the
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service, and reporting on it ultimately, from a
regulatory perspective, everything will be in the
bucket. For the purposes of modeling the financi
model, it made it simpler to include all of those
categories together.

Mr. Lippold, would the delay in some of the bro

deployment, with everything else that you've desc

has been going on, do you have concerns about you

ability to meet the deadlines imposed, not just a

you've requested, December of 2010, but into 2011

(Lippold) I think that the toughest goal to hit

the end of 2010. And, if I recall correctly, in
Hampshire, the next deadline is 2013, to hit the
95 percent.

You're right. | apologize. I'm accelerating y

than | meant to. So that, by slowing down during
period, you have a plan that will -- that won't b
problem, you'll be able to get back and stay on t
in the future?

(Lippold) Yes. We have a plan. We are executi
against that plan. And, we believe that we will
deliver and meet or exceed the 85 percent by the
this year.

There's a number of details about how you inten
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expand the broadband in your confidential filing, and |
don't want you to get into confidential informati onin
response to this. And, if need be, we can do tha tina

moment. But, let's see, you filed your status of

broadband deployment in that confidential documen t back
in February. That's "FairPoint Exhibit 8C". Are you
on track with the information that you filed in

February? And, if not, either ahead or behind th e
game, | guess | will ask that we do go into

confidential session later this afternoon to expl ore

any those problem areas.

A. (Lippold) Do | have a copy of that here?

MR. McHUGH: Jeff does.

WITNESS ALLEN: It's not that one?

WITNESS LIPPOLD: I'm not certain what
she's referring to.

CMSR. IGNATIUS: Maps that were produced
and attached to Mr. Allen's testimony.

WITNESS LIPPOLD: Ah. |do have that.

BY CMSR. IGNATIUS:

Q. And, I'm really asking a very general question right
now. And, it may be that we don't need to go to a
confidential. If we do, we should take that a i ttle

bit later in the afternoon.
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A.

Q.

A.

(Lippold) Go ahead and ask. Your question agai
related to the deployment?

Where you are in terms of are you on track with
projections that were made as to items anticipate
completion in 2010 and plans for 20117

(Lippold) Yes. We are on track. And, in fact,

plan is more robust now than what is indicated he
So, many more remote terminals have been identifi
upgrade. And, we've been moving along nicely in
accordance with our plan.

Is there a mechanism in place for submitting th
plans and evaluating them in consultation with th
Commission Staff? | don't know if the old sort o
planning dockets that there used to be on those t
of investments, if that's still ongoing or not.
(Lippold) I don't know that, | mean, we're maki
quarterly filings. | don't know that there is a
specific requirement to review those plans with t
Commission Staff on a regular basis, although | w
offer that we are willing to do that. And, what
appropriate is to establish a meeting, after we f
the quarterly report, to review the status of the
and where we're at with the Commission Staff. We

more than happy to do that.
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CMSR. IGNATIUS: Thank you. Nothing
further.

CHAIRMAN GETZ: Redirect?

MR. McHUGH: No redirect.

CHAIRMAN GETZ: Unless you want to
admonish your witness for volunteering something?

(Laughter.)

MR. McHUGH: We'll do that later, Mr.
Chairman.

CHAIRMAN GETZ: Is there anything
further for these witnesses then?

(No verbal response)

CHAIRMAN GETZ: Hearing nothing, then
you're excused. Thank you, gentlemen.

| think this would be a good time for
the afternoon recess. But, let me make sure, the next
step would be Mr. Murtha and Mr. Lamphere, they'r e here,
available to begin their direct?

MR. McHUGH: | believe so, Mr. Chairman.

CHAIRMAN GETZ: Okay. Then, let's
recess until 4:00.

MR. McHUGH: Thank you.

(Whereupon a recess was taken at 3:40

p.m. and the hearing resumed at 4:06
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p.m.)

CHAIRMAN GETZ: Good afternoon. We're

back on the record. And, Mr. Judd.

MR. JUDD: Thank you, Mr. Chairman.
When you opened the hearing this morning, you ask
could give you a heads-up on cross-examination.
receive earlier some indications of which witness
would want to cross. | got no, at least | believ
indicated they wanted to cross any of the CLEC wi
I've just confirmed that the Applicant, the Consu
Advocate, the Advocate Staff, and the rest of the
have no questions for those witnesses. And, | un
that, at least in the Maine Commission, that perm
testimony to simply be stipulated as admitted as
So, | offer that up as one opportunity for the Be

make a decision on the schedule. Thank you.

CHAIRMAN GETZ: Okay. Thank you.

ed if we
We did
es folks
e, No one
tnesses.
mer

Staff
derstand
itted the
prefiled.

nch to

MS. BRAGDON: And, | guess | would say,

if we could make that decision -- | have witnesse
travelling to be here tomorrow. So, if, for some

you don't want them here, | should let them know.

s who are

reason,

(Chairman and Commissioners conferring.)

CHAIRMAN GETZ: Ms. Bragdon, I'm afraid

| don't have an answer at this point in time. We

will try
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to give a definitive answer when we close the hea rings for
today. But, right now, | would expect to have th e CLEC
witnesses available, subject to changing our mind by 5:00.

MS. BRAGDON: Well, and | wanted to make
clear, we're very happy to be here.

CHAIRMAN GETZ: Okay.

MS. BRAGDON: So, we'll plan on them
being here, unless we hear otherwise.

CHAIRMAN GETZ: Well, let me make sure |

understand, though. Is that there are no parties

interested in cross-examining. So, the alternati ve is
then to, putting aside for a second the possibili ty of
questions from the Bench, to just accept the test imony
without the witnesses and moving them into eviden ce?

MR. McHUGH: That would be fine with
FairPoint, Mr. Chairman.

CHAIRMAN GETZ: Okay. All right. And,
we will give you a definitive answer before we le ave
today.

MS. BRAGDON: That's fine. And, like |
said, I'm happy to have them here.

CHAIRMAN GETZ: Thank you. So,
Mr. McHugh.

MR. McHUGH: FairPoint calls Mr. Richard
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Murtha and Mr. Bryan Lamphere as witnesses.

(Whereupon Richard T. Murthaand Bryan

Lanpher e were duly sworn and cautioned

by the Court Reporter.)

RICHARD T. MJRTHA, SWCORN

BRYAN LAMPHERE, SWORN
DI RECT EXAM NATI ON

BY MR. McHUGH:

Q. Mr. Murtha, could you please state for the reco
full name and title with FairPoint Communications

A. (Murtha) Richard Murtha, Vice President of Whol
Operations.

Q. And, are you the same Richard Murtha who prefil
or, I'm sorry, filed prefiled testimony in this d
dated February 24, 2010 that we've premarked as
FairPoint "Exhibit FP-10"?

(Murtha) | am.

Q. And, is that testimony true and accurate in all
material respects?
(Murtha) Yes, it is.

Q. And, do you adopt that testimony here today as
sworn testimony?
(Murtha) | do.

Q. Did you also file prefiled rebuttal testimony d

rd your

esale

ed --

ocket

your own
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Q.

Q.

A.

May 7, 2010 that we've marked as FairPoint "Exhib
FP-15"?
(Murtha) | did.
And, is that testimony true and accurate in all
material respects?
(Murtha) Itis.
And, do you adopt that testimony as your own he
today?
(Murtha) 1 do.
Who do you report to at FairPoint, Mr. Murtha?
(Murtha) | report to the Senior Vice President,
Rush.
And, can you tell the Commission very briefly w
purpose of your testimony is?
(Murtha) The purpose of my testimony is to talk
the recent organizational changes in the Company
how it affects the Wholesale organization, and of
work that we've been doing with the CLEC communit
system enhancements that we've been implementing
through the CDIP initiatives and the CLEC forums.
Mr. Lamphere, would you state your full name fo
record please.
(Lamphere) Bryan Lamphere.

And, what's your title at FairPoint Communicati

re
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(Lamphere) I'm the Director of Engineering and
Operations System Support.
And, who do you report to, sir?
(Lamphere) John Smee.
Are you the same Mr. Lamphere who prefiled test imony in
this docket on February 24, 2010 that we've prema rked
as "FairPoint Exhibit 11"?
(Lamphere) | am.
Is that testimony true and correct in all mater ial
respects?
(Lamphere) It is.
And, do you adopt that testimony as your own sw orn
testimony here today?
(Lamphere) | do.
Can you state very briefly for the Commission w hat the

purpose of your testimony is, Mr. Lamphere?

(Lamphere) The purpose of my testimony is to sh ow
initiatives and programs in place, set initiative sto
stabilize operations immediately following Cutove r, and

then to improve operations post Cutover.
MR. McHUGH: And, with that, Mr.
Chairman, the witnesses are available for cross.
CHAIRMAN GETZ: Thank you. Mr. Roth?

MR. ROTH: | have no questions for this
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panel. Thank you.
CHAIRMAN GETZ: And, Mr. Kennan.

MR. KENNAN: Thank you, Mr. Chairman.
Good morning, gentlemen.
WITNESS MURTHA: Good afternoon.

WITNESS LAMPHERE: Good afternoon.

CROSS- EXAM NATI ON

BY MR. KENNAN:

Q.

o » o »

When Mr. Allen and Mr. Lippold were on the stan

few minutes ago, you may recall Commissioner Igna
asking you some questions -- or, asking them, exc
me, some questions about some of the meetings tha

occurred between CLECs and FairPoint.

(Murtha) Yes.
Were you here to hear that testimony?
(Murtha) | was.

| believe one of the sets of meetings or meetin

were discussed were the CLEC forums, is that corr

(Murtha) That's correct.

And, also, there were some periodic calls, | be

with Mr. Nolting's operation. Are you familiar w

those calls?

(Murtha) Yes, | am.

Just with respect to the calls with Mr. Nolting
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operation, do you know how many such calls there
or have been?
(Murtha) | don't know exactly how many calls ha
held by Mr. Nolting's organization specifically w
each individual CLEC. You'd have to ask that dir
of Mr. Nolting.
These were individual calls, so far as you know
though, not group calls, not conference calls?
(Murtha) That's correct. But Mr. Nolting has a
attended the CLEC calls that we have held in the
or representives of his team to address billing i
with the entire CLEC community.
Well, let's talk about the calls that your orga
has held. Are these weekly, monthly, something |
that, periodically like that?

(Murtha) There's a biweekly call that's held wi

CLEC community. Then, there's a monthly Wholesal

Forum call. And, then, there's a monthly change
management call.

And, on these biweekly calls, can you give me a
of how many CLECs attend those calls?

(Murtha) It's an open bridge that they do not h

announce. When we put up a WebEXx, we usually hav

between 30 and 40 CLECs that attend.
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And, how long have these biweekly calls been go ing on?
(Murtha) We've been running these calls since b efore
Cutover.

And, can you tell me what the purpose of the bi weekly

calls is or what subjects are discussed?

(Murtha) On the call, we talk about system enha ncements
that are going in for releases. We talk about te sting
that's going on. We talk about any issues that a re
relevant to the CLEC community. And, it's a two- way

forum, where they're allowed to share with us any

issues that they have, and we're receptive to tha t.
And, we share with them any updates in the -- fro m
either of the systems, an enhancement or a proces S

change that we're putting in place.
And, when you say "CLECs can share with you iss ues that

the CLECs have", you mean problems that they have

encountered that they want to bring to your atten tion?
(Murtha) Absolutely.

And, when CLECs bring the problems to your atte ntion,
do they go on an issues list that you work your w ay
through?

(Murtha) That's correct.
And, you also said you had a "monthly call"?

(Murtha) That's correct.
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And, | didn't catch the name of it?

(Murtha) It's called a "WUF", it's W-U-F, which
"Wholesale Users Forum".

And, what happens on that call?

(Murtha) That is where we will share additional
information, would be to pull in somebody like Mr
Nolting to talk about billing initiatives that ar
going in place or somebody from product to talk a
product or service that's going to come in place.
it also has the IT team is on that call as well.
And, on those calls, similarly, are CLECs given
opportunity to bring issues of theirs to your
attention?

(Murtha) Yes.

And, would the same be true of the change manag

calls you referred to?

(Murtha) Yes. The change management call is a

interaction, in which we talk about the enhanceme

we're putting in place. And, we also meet with t
CLEC:s for the changes that they are looking for.
then, we try to schedule and prioritize those cha

We also discussed the -- or, rather, | shouldn'

"we", but Commissioner Ignatius and Mr. Allen als

think we're talking about the CLEC forums. And,
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A.
Q.

A.

particularly within your business, Mr. Murtha?

(Murtha) That's correct.

And, these were meetings that occurred in Septe
last year?

(Murtha) That was not a forum. That was a -- t

is the Wholesale User Forum. That's a monthly ev
In September of last year, we held a CLEC face-to
meeting. Where we invited the CLEC community to
a representative to represent the entire CLEC
community. We held a four-day session, two days
initially, the first day was on local service req

the second day was on access service requests. A
put together an end-to-end team of FairPoint reso
that represented all of our systems and entry poi
for the order processing, then allowed the CLECs
bring their orders in that they were having issue
with, where we sat down and took the order throug
entire process. Opened up FairPoint's systems to
CLECs to view, and went through each of the order
to identify areas of issue that we had. Between
working collaboratively with the CLECs, we identi
and walked away with 162 issues.

And, these four-day sessions that occurred in S

of 2009, is that correct?
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Q.

A.

(Murtha) That's correct.

There were 22 CLEC representatives from 16 diff
CLECs at those four-day meetings?

(Murtha) That's correct. Plus, there was a bri

a WebEXx for others to view, but to not directly
participate.

Do you have any sense of how many people viewed
WebEX or --

(Murtha) We had between 40 and 50 on each day o
bridge and WebEXx at different times.

And, you mention these "162 issues". Is FairPo
working through those issues?

(Murtha) One hundred forty-two (142) of the ite
complete. We have 20 that are scheduled to compl
19 scheduled to complete by the end of June. And
last one is the data synchronization, which is pa
the CDIP project, which will complete in Septembe
2010. Although, phases of it will complete betwe
and September of 2010.

And, if, for some reason, they're not done, you
continue working on them until they are done?
(Murtha) We will continue working on it. And,
should be stated that we have already scheduled a

additional CLEC face-to-face meeting, coming in t
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the same thing, on July 27th and 28th, with the s
two days of August 25th and 26th.

And, do you expect the same number of participa
that meeting?

(Murtha) I would like to hold it to the same nu
because, if you have more than that, it's not an
effective working session.

But you'd still expect some 20 or so people at
meeting?

(Murtha) | would expect that to be in attendanc
that it is a good work session between FairPoint
the CLECs.

And, this is part of your effort to just contin

work through these problems and get them solved a
them done?

(Murtha) It's part of my effort to continue the
relationship with each of the CLECs and continue
work together cohesively, as they are my customer
And, this is to solve the Cutover problems and
else happens?

(Murtha) It's to solve any issue that any CLEC
they want to raise.

Would you say that the participation of the CLE

the face-to-face meetings or the weekly calls is

econd
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A.

helpful to FairPoint in resolving these issues?
(Murtha) It's very helpful, because it is a two
street of us working together, because there are
there are issues that affect both the CLEC and th
are issues that affect both FairPoint. And, the
here is to get the orders to be able to come in t
first time and to be able to process and flow thr
without additional communication having to go bac
forth. My goal is to increase first time yield,
when they bring an order into me, it does not rej
back. That all the information is appropriate an
correct. My goal is then to help the CLEC be abl
make the due date that they have committed to the
customer. So, it's a two-way street or negotiati
help us.
And, just focusing just for another minute on t
follow-up face-to-face meeting that you've descri
that you'd like to hold in July and August. Doy
anticipate compiling another list like the 162 is
at that meeting?
(Murtha) 1 do. | anticipated, based on the lis
just received from Liberty and the PUC from the C
call that you all had, | anticipate that I'll be

receiving more information and other order types.
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Will you use the Liberty report to form the bas
some of your action items?

(Murtha) I've already utilized the Liberty repo

MR. KENNAN: | have nothing further.

Thank you, Mr. Chairman.

CHAIRMAN GETZ: Thank you. Mr. Shoer.

MR. SHOER: Thank you, Mr. Chairman.

Good afternoon.

BY MR. SHOER:

Q.

o » 0 »

Mr. Murtha, on Page 8 of your testimony, there'
reference here to this paragraph, | believe this
paragraph of information you were just talking to
Mr. Kennan about. This is the description about,
beginning on Line 6, about the "141 of the 162 it
that you were just -- | think that's the referenc
point you were just talking about, isn't it?
(Murtha) That's correct.

Okay. And, you mentioned that there were 19, 1
were still pending completion by June?

(Murtha) That's correct. By June 30.

Okay. For June 30 of this year?

(Murtha) Yes, sir.

Okay. And, are you -- is the nature of the pro

with those 19 that there are certain root cause
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problems that you're still trying to figure out,
trying to get access to?

(Murtha) No. We have them each identified. Th
in our IT road map. And, it's -- they're also wo
in conjunction with our CDIP initiatives to be
completed.

Okay. And, then, it says here that, in that, o

7, it says that they're "completed, subject to
real-world testing and verification by wholesale
customers"?

(Murtha) That's correct.

And, when you're talking about a "real-world te
do you envision another a Liberty Consulting anal
to verify whether those are working as you think
should be working?

(Murtha) No.

What do you mean by that?

(Murtha) What | mean by that is FairPoint consi

them complete, but we do not consider them done u

we go back to the CLEC that opened up the issue
themselves, and ask them to test it and acknowled
that it is complete.

Okay. Now, | believe we asked a question in da

guestions concerning the division of responsibili

still
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for wholesale customers. You may not have that i
front of you. It was regards to the
post-reorganization wholesale operations, it was

30.

(Murtha) | have that.

Oh, you do. Okay. That's great. You'll see t

down below in your response, where it says, under
"There will be no change with respect to the
employees.” But my question is concerning (b).
it says "Following effectiveness of the Plan, as
further amended, all employees assigned to wholes
ordering (including OCC "Order Completion Center"
sales and billing will be dedicated to serving
wholesale business only, which is the same as pri
effectiveness."

And, my first question with that
paragraph is, are there any, where it says "as ma
further amended", is there anything in place righ
that changes the answer that you gave?

(Murtha) No.

Okay. Then, following that paragraph, you say
remaining provisioning, maintenance and repair
organizations are cross-functional and will handl

orders regardless of customer.” Am | correct tha

CLECS

here,

(a),
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means that the provisioning, maintenance and repa
organizations are the same people handling retalil
provisioning, maintenance and repair problems, as
as wholesale for CLEC customer provisioning,
maintenance and repair problems?
(Murtha) That's correct. Once the order gets i
system and goes downstream, the order is generic.
doesn't show the difference between wholesale and
retail. And, the technician in the field receive
orders.

And, that's -- I'm glad you anticipated my -- s

like you anticipated my question. Yes. How is i
you're going to -- how are those people in the fi
going to be able to distinguish wholesale and ret
whether it's a wholesale order or retail order?
(Murtha) The goal is not for them to distinguis

for them to treat both orders the same. It's for

to receive an order and provide the service.

Okay. So, there's no priority that's given to

service order as compared to a wholesale service
(Murtha) No, sir. It's parity between both who

and retail.

Okay. And, with regards to parity, am | correc

the wholesale C2C metrics will test if, in fact,

well
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A.

are providing parity-type services to wholesale

customers, as compared to your retail customers?

(Murtha) Those C2C measurements that are based ona
parity result, yes.

CHAIRMAN GETZ: Let me just note for the
record that the reference to Joint CLEC 30 is | t hink
identified as "BayRing-11".

MR. SHOER: Thank you. Thank you, Mr.
Chairman.

MR. McHUGH: Mr. Chairman, in my book,
it's "BayRing-10".
MR. SHOER: [ think it might be -- yes,
| think that's correct. It should be "BayRing Nu mber 10"
CHAIRMAN GETZ: Okay. Well, we have
BayRing-10 as "Joint CLEC 25".

MR. SHOER: Is that true with all of

your --
MR. McHUGH: | have that as "BayRing-9".
CHAIRMAN GETZ: Okay.
WITNESS MURTHA: Anybody for 8?
CHAIRMAN GETZ: I'd glad | tried to
clarify this.
MR. SHOER: We'll clarify it. | have
extras.
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MR. McHUGH: Mr. Chairman, | think
Attorney Shoer has extra books up there.

MR. SHOER: Yes.

MR. McHUGH: Maybe you -- | don't know

what you have, but what I'm looking at is the bin
was provided.

MR. SHOER: Right. They should be all
the same. Go to 10, see if that works.

(Atty. Shoer handing binder to Witness

Murtha.)

WITNESS MURTHA: We'll take a set in

case we don't have the document.

CHAIRMAN GETZ: It looks like there is
some mismatch here, but we'll just have to review
lists that were filed and clarify. But, | guess,
purposes of this afternoon, we'll call it "BayRin

BY MR. SHOER:

Q.  And, while you have that book there, Mr. Murtha
give me one second here and I'll find the referen
point | want to ask you. The question, here it i
it's identified as "BayRing Number 19", Exhibit 1
19, which is "CLECS-39". Do you have that?

A. (Murtha) | do.

Q. Okay. That's a question we asked, that was ask

der that
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the network improvements and upgrades, specifical
believe this is the network upgrades that Mr. Lip
was just referring to a moment ago. Is that corr
(Murtha) Yes.
Okay. And, in that question, we asked how thes
improvements would help wholesale customers or co
served by wholesale customers? And, there's an a
that says that these services -- the fiber deploy
will be "available for resale.” You see that?
(Murtha) Yes.
Okay. And, also, that the -- it would be incre
the footprint availability, would also be availab
wholesale providers who choose to resell FairPoin
broadband products, correct?
(Murtha) Yes.
And, were these these Ethernet products that Mr
Lippold referred to? Is that what we're talking
(Murtha) Yes.
And, would a -- are those the same products tha
going to be made available to FairPoint's retall
customers, its business customers?
(Murtha) Some of them will be available to Fair
retail customers. And, we're working with Mr. Al

on which products are going to be available for
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A.

wholesale as well.

Okay. Have you made any determinations of how
products will be available for wholesale customer
Whether they will be tariffed products or whether
will be available only by contract?

(Murtha) We're working with Legal on that right
Mr. Allieri's team.

Okay. And, will there be requirements that a w
customer who wants to take advantage of that prod
forgo or give up its opportunities to buy for pur
products, say, out of a tariff?

(Murtha) Some of the products will be forborne
that are not regulated and will be under contract
And, I think Mr. Skrivan would probably be able t
answer more of those questions tomorrow for you.
Okay. Would those same restrictions be applied
retail customer? Do you know if those restrictio
would be the same?

(Murtha) For retail customers, we would be look
do contract services as well for some of these
products. But, again, | would defer that to Mr.

Skrivan.

MR. SHOER: Okay. Fair enough. Thank

you.

those

s?

they

now and

holesale

uct

chased

products

foa

ns

ing to

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

234

[WITNESS PANEL: Murtha]Lamphere]

and Mr. Lamphere.

CHAIRMAN GETZ: Ms. Foley.

MS. FOLEY: Good afternoon, Mr. Murtha

WITNESS MURTHA: Good afternoon.

WITNESS LAMPHERE: Good afternoon.

BY MS. FOLEY:

Q. | have a few questions for Mr. Lamphere.

A. (Lamphere) Okay.

Q. Could we start off with just a definition of "o rder
flow-through" please.

A.  (Lamphere) "Order flow-through" is the automate d order
receipt and provisioning of a service order.

Q. I'm sorry, | didn't catch that last piece.

A. (Lamphere) It's the order -- It's the automated order
receipt and provisioning of a service order.

Q.  And, that pertains to both wholesale and retall service
orders?

(Lamphere) Correct.

Q. And, could you turn to your prefiled testimony please,
Page 14. At Lines 11 through 14 on that page, yo u talk
about three specific CDIP projects, is that corre ct?
(Lamphere) That is correct.

Q. And, those three projects are "End-to-End Archi tecture
Team, End-to-End Flow-Through Reporting, and End- to-End
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Flow-Through Improvement"?

(Lamphere) Correct.

And, you indicate that those three projects "wi

a significant impact [on improving] flow-through
performance™?

(Lamphere) | do.

What is the status of those three projects?

The Business Architecture Team is nearing compl
The End-to-End Flow-Through Reporting recently

completed, and we've just deployed that report in

production environment. We are now expanding the

audience of that report. It gives us visibility
the lifecycle of an order from the time it's rece
until it's actually through the provisioning syst
and into the billing platforms, if it's a provisi
order, and through its process if it's not a
provisional order. So, it shows us the entire un
of service orders. Where as, previous to the
development of that report, we did not have any s
visibility. So, it let's us focus on specific ar
that require improvement.

Okay. I'm sorry, | got a little lost. The End
Flow-Through Improvement project?

(Lamphere) No, I'm sorry, that was the End-to-E
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Flow-Through Reporting.

And, you said that one has been completed?

(Lamphere) That project is complete. My team i S now
expanding the audience of the report, and providi ng
training on what the report means and how to use it.
And, the End-to-End Architecture Team project h as been
completed?

(Lamphere) That has not been completed.

No. And, the End-to-End flow-Through Improveme nt
project, has that been completed?

(Lamphere) That has not completed either.

Okay. Are those projects supposed to be comple ted by
the September 2010 deadline for the overall CDIP
project completes?

(Lamphere) They are. Yes.

I'd like to ask you a couple questions, if | co uld,
about what's been marked for identification as "O C-20".
If you don't have a copy of that, maybe | can pro vide

it to you.

(Lamphere) | do not.
(Atty. Foley handing document to Witness
Lamphere.)
MS. FOLEY: | did hand out the One

Communications' exhibits this morning. Do you ha ve that,
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Commissioners?

CMSR. IGNATIUS: Yes. Thank you.

BY MS. FOLEY:

Q.

O

o » O >» 0 > 0 >

Mr. Lamphere, is this a document from Liberty
Consulting Group?
(Lamphere) Yes, it is.
Is this Liberty Consulting Group's trend analys is of
FairPoint?
(Lamphere) It appears to be.
Could you turn to Page 7 please of this report.
(Lamphere) Okay.
On this page, do you see two graphs regarding L SRs?
(Lamphere) | do.
And, are LSRs wholesale orders?
(Lamphere) They are local service requests.
Do these graphs chart FairPoint's progress from the
time period 11/2/2009 to April 26, 20107
(Lamphere) Yes, they do.
Could you identify the second graph on this pag e
please.
(Lamphere) The second graph is the "Percent of Pending
LSRs that are Late and Percent of Late LSRs that are
Late for more than 20 Days".

Regarding the percent of LSRs that are late, wo uld you
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A.
Q.

A.

agree that during the six-month period shown on t
chart there is a slight decrease during the six-m
time period?

(Lamphere) | would agree with that.

So, according to the last date indicated on thi

it's roughly around 10 percent of LSRs are late?

(Lamphere) That's correct.

And, it has remained at roughly 10 percent sinc
beginning of April, according to this chart?
(Lamphere) | would agree with that.

Is 10 percent of LSRs being late LSRs "business
usual" or pre-Cutover levels of performance?
(Lamphere) | think that you would need to look
percentage of total orders that are completed on
to make that determination. | don't think, by lo
at one specific order type, particularly LSRs, wh
are subject to various business rules on FairPoin
side that we have to hold them for port-outs, for
example. If the customer neglects to port the nu

on the day that the order is due, we have to hold

order for 30 days and await a supplemental due da

a cancellation.
So, you expect this to further decrease to a b

as usual” level or would you consider a rate high
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A.

than 10 percent to be "business as usual"?

(Lamphere) Again, I think you need to look at t
universe of orders and the percentage of on-time
delivery of service orders, not just specific to
Any one product category, depending on order type
are received and the incoming volumes, that would
very difficult percentage to tag as "acceptable”.

All right. So, you are unable to tell us what
"business as usual” or pre-Cutover level of servi
would be for this particular graph?

(Lamphere) That, coupled with that | have no hi
pre-Cutover data to just it against, | couldn't.

And, could you turn to Page 8 please. Could yo
identify the second graph on this page please.
(Lamphere) This is the "Percent of Pending ASRs
are Late and Percent of Late ASRs that are Late f
more than 20 Days."

And, ASRs are also a form of wholesale orders?
(Lamphere) They are access service requests.

If you could look at the percent of late ASRs 0
second graph. Would you agree that, although the
been some fluctuation over the six-month period o
chart, there has been a very slight decrease in t

percent of late -- excuse me, percent of ASRs tha

he
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late?
A. (Lamphere) | would agree there is a downward tr
yes.
Q.  And, with regard to the percent of late -- excu
ASRs that are late for more than 20 days on that
would you agree that it appears that the percenta
increased since roughly mid April?
A. (Lamphere) | would agree with that.
MS. FOLEY: Thank you. | have no

further questions.

end,

sSe me,
graph,

ge has

CHAIRMAN GETZ: Thank you. Ms. Bragdon.

MS. BRAGDON: Thank you. Mr. Lamphere,

we'll finish up with you, and then we'll turn to
Murtha.
WITNESS LAMPHERE: Certainly.

BY MS. BRAGDON:

Q. | just have one question for you. Well, on Pag
your testimony you discuss late pending orders, a
just had a discussion with Ms. Foley. Am | corre
however, that late pending orders would not inclu
orders that had been improperly rejected by FairP
systems?

A. (Lamphere) I'll actually let Mr. Murtha speak t

front-end edits in order acceptance and rejecting

Mr.
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And, then, if you have questions regarding late o
themselves, once they're into the systems, that's
area of expertise.
Well, let me ask you what you include in "late
orders" there?
(Lamphere) In "late pending orders" would be al
that have been accepted into FairPoint's systems.
Okay. So, by definition, then an order that is
rejected, rightly or wrongly, is not included in
late pending --
(Lamphere) We track rejected orders, but it's n
counted in the pending orders category, correct.
Okay. Okay. | think that answers my question.
Mr. Murtha, | know you have in front of you, beca
handed you a copy of them, what have been marked
"CRC-11"and "11A", "CRC-12C", "CRC-13C", "CRC-14
"CRC-15". And, while some of them are marked
"confidential”, | don't think we'll have any need
disclose that information. The confidential
information is customer names and addresses.
On Page 1 of your rebuttal, in response
to some testimony from Mr. Winchester, you stated
you didn't think that CRC fully understood the

FairPoint SPOC process, correct?

rders
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(Murtha) Yes.

And, in particular, you stated "Calls are actua
directed to [the] SPOCs by design. The current
FairPoint process is to have a SPOC handle all of
issues for the assigned customer.” Right?

(Murtha) Yes.

And, so, the idea is that the SPOC is the condu
through which the CLEC needs to work to get order
have either been rejected or there have been a pr
with them handled?

(Murtha) It is a conduit, it is not "the only c
For instance, you have the Wholesale Help Desk, w
has been set up to handle missing notifiers,

you have a service manager that is assigned to th
to work alongside the sales team. And, then, the
also the Wholesale Service Center, which handles
expedites and escalations as well. And, then, th
the SPOC, who is -- you have multiple SPOCs, one
the LSR side and one for the ASR side. So, yes.
So, when Mr. Winchester was making a point in h
testimony about "not being able to call into the
Wholesale Help Desk, but have to go to a SPOC", t
led to you saying "CRC didn't understand the SPOC

process"?

the
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(Murtha) Well, I believe in his testimony he ta

about calling into the Wholesale Service Center a
the Help Desk, versus the SPOC.

Okay. All right. Let's talk, in your testimon

not your rebuttal, but your regular testimony, yo
direct testimony, you discuss improvements made t
wholesale issues and, you know, as you were discu
earlier, 141 of 162 of the items from the Septemb
CLEC meeting have been completed. Correct?
(Murtha) I'm looking for where you are in my te
Page -- in Pages 5 through 8, there's the discu
through there.

(Murtha) Yes.

And, is it fair to say the idea was to give the
Commission the idea that wholesale issues have
improved?

(Murtha) The idea was to say that we continue t
with the CLEC community to close out the issues t
have been identified and continue to make progres
Okay. And, have you had a chance to review CRC
Exhibit 157 And, in particular, there are two e-

in that group. We'll use the first one, between
Jennifer Dunn and Nick McLennan.

(Murtha) Yes. | saw this Friday for the first
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Q.

Okay. And, the e-mail -- well, to understand w
e-mail starts, you have to read from the bottom,
and it's -- - Nick initiated it on Wednesday, May
(Murtha) Yes. And, for the Commissioners, Nick
Nick McLennan is the single point of contact for
CRC/Pine Tree.
Right. And, | was just going to say, and Jenni
is our Director of Wholesale Provisioning.
(Murtha) That's correct.
Correct. Okay. And, so, Nick acts as CRC's SP
correct?
(Murtha) On the LSR side.
On the -- right. And, so, if you look at this
and I'll summarize it, and you can tell me if you
disagree with it. But, essentially, Mr. McLennan
saying "l want to limit CRC to sending only 100
rejected orders at a time on the spreadsheets, co
(Murtha) Correct.
Okay.
(Murtha) Well, he was -- my summation of it was
looking to work 100 at a time, close them out, an
move on to the next hundred. He had a process in
for Pine Tree, he had a process in place for CRC.

then, as you all brought the company together, he
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trying to put one process in place for all of the
going forward. But he was looking to still addre
of your issues, but wanted to do it in blocks of
Right. And, he noted that there's currently si
on the spreadsheets?
(Murtha) That's correct.
Which he was finding overwhelming. And, | thin
this point, it might be helpful, to better unders
this e-mail, if we were to look at Exhibit 12, wh
an example of the weekly report that CRC sends to
Mr. McLennan.
(Murtha) This is "CRC-12C"?
Yes.
(Murtha) Okay. And, basically, this is a print
an Excel spreadsheet that had four different tabs
and labeled tabs on the actual pages. And, the f
one being "Rejects Ack. Accept", which would be
"Rejects Acknowledge Accept" status, is that corr
(Murtha) That is correct.
Okay. And, that goes on for a long time, and,
to check, would you agree 18 pages and 858 entrie
(Murtha) The only thing | don't know on here is
ones are rejected and which ones are in "Acknowle

Accept" state.

telco
ss all
100.

X to 900

k, at
tand

ich is

out of
on it

irst

ect?

subject
s?
which

dge

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Murtha]Lamphere]

246

A.

Okay.

(Murtha) So, | wouldn't know that without some

additional information.

Okay.

(Murtha) Because "Acknowledge Accept” is a good

for an order that's being worked in the system.

But do orders sometimes get stuck in "Acknowled

Accept"?

(Murtha) We had an issue where, and that was on
issues we worked in the CLEC face-to-face forum.
my last report of that is that that was less than
hundred total orders, that we have to work with |
get through the middleware portion, and that is o
the reasons for the enhancement to Enterprise OM,
have line-of-sight of every one of those orders.
Okay. And, without going through every one of
tabs, the last -- there are two final tabs, one's
Escalations" and one's "Portland Escalations".
(Murtha) Yes.

And, those would be orders that the SPOC has to
can't take care of himself, he has to push them e
to IT, | guess, "Cap"” would mean "IT", is that ri
(Murtha) It's working with our IT organization.

this is the reason that we are working the data s
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project between SuperMedia, which is the holder o
provider of the directory listings, and our own S
resource. So, this is an identified issue that w
working on to get coordinated and complete by the
of June.
And, then, the Portland escalations, that's ano
of issues?
(Murtha) That's, again, part of that same proce
We're creating the golden source between SuperMed
formerly Idearc, Verizon Yellow Pages. They hold
data that provides the information that goes into
phone books, and our system that matches up the d
between the two. So, we're synching those two
databases together as well.
And, it's important to synch those, because tha
information that goes into the phone book and 411
right?
(Murtha) Absolutely, it's important. That's th
information that goes in the phone book and also
provides you your LVR, your Listing Verification
Report.
And, if we don't get the directory listing orde
up front, it creates more work on the back end, w

we're trying to put the books together, right?

iebel
e are

end

ther set

Ss.
ia, or
the
the

ata

t's the

rs right

hen

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Murtha]Lamphere]

248

(Murtha) That's correct.

And, that's work on the FairPoint side and work
CLEC side, correct?

(Murtha) That would be correct.

And, so, if we go back to that e-mail between J
and Nick, the part that's written by her is, agai

I'll just summarize, she seems -- she's upset, an
she's concerned, because she's got a backlog of t
directory listings rejected, and another 80 to 12
generated each week, correct?

(Murtha) That's correct.

And, so, how do you respond to that concern, if
SPOC is going to limit the number of orders work
100, there's a backlog of 2,800, and another 100
generated each week, how are we going to ever get
or caught up?

(Murtha) Well, the SPOC -- the SPOC submitted t
without my recommendation. We're not going to li
you to 100 if you have those issues. We're going
work in partnership with you, like we do on all o
issues, and get this issue resolved. As we've ta
about, we did a Directory Summit. We have many e
going on on the directory listing front, such as

CDIP 5, which has the BAN consolidation effort

on the
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clean-up, which was taking place in the data prio
the conversion. And, in addition, we've brought
resource from SuperMedia to work on the data
synchronization. And, we're going to continue to
with you to resolve these issues.

Okay. So, there's not been any directive from
any of your managers --

(Murtha) No.

-- instructing the SPOCs to limit the amount of
(Murtha) No. And, I've had a conversation with
parties involved since receiving this e-mail.

Very good. Let's turn, just to close the loop

rebuttal testimony, with your statement that "CRC

didn't" -- "might not understand the SPOC process

Isn't it true that you testified in Maine that it

your goal to get away from the SPOC process and m

towards a single line where all CLECs would call
(Murtha) That's correct.

Okay. Turning to the issue of ASR and LSR inte
that were discussed in your rebuttal as well. An
cited some specific statistics --

(Murtha) Yes.

-- in your testimony. Would your statistics re

LSRs and ASRs completed on customer desired due d
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A.

reflect or indicate whether those orders had been
previously erroneously rejected by FairPoint?
(Murtha) No. These would be indicated by what
latest version of the ASR or LSR was. So, there

potential that a order on a previous version, but

would be what was the CDDD, or customer desired d

date, of the latest version of the order was and
completion of that order.

Okay. So, it doesn't necessarily -- so, meetin
desired due date may not reflect the real-world
experience of submitting an order, having an issu
having to get it worked, having to supp it with a
due date?

(Murtha) It would -- these numbers encompass th
universe of orders that were out there, for LSR a
ASR.

Okay. Butthey -- Okay. Let's just take a
hypothetical. Today, | put in an order, and it's
rejected for a FairPoint issue. Let's just say t
-- you don't recognize the address and it has to
built. But, when | put in my order today, | put
standard due date of, let's say, five days from n
But now we have to build an address. I'm going t

to supp that order with a new due date. And, so,

the
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your statistic is going to reflect that that due

IS met?

(Murtha) If the address did not exist in the sy

then that is a valid reject. We had to build in
address. Once we built in the address and provid
the update and received a new version of your ord
that's the first valid mark.

But, if the address didn't exist because of the
sychronization issue, are you saying that's the C
fault?

(Murtha) |1 didn't say it was anybody's fault.
know, if the address did not exist in our systems
picked up and recognized or on a -- if the addres
not available on the pre-order functionality, the
there was a -- it was a valid reject that we had
build that address into our database.

Okay. And, your statistics also wouldn't refle

orders went to --

(Interjection by the court reporter.)
MS. BRAGDON: I'm sorry. Usually, I'm

very loud.

BY MS. BRAGDON:

Q.

Your statistics would not reflect -- your on-ti

statistics would not reflect or perhaps they woul
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reflect orders that went to premature BCN, but ha
actually been worked, correct?
(Murtha) They would, because the CDDD, the cust
desired due date, would have been affected by an
that would have completed prematurely. So, it wo
have impacted this number, brought the number dow
Can you explain that? Sorry, | just didn't und
it.
(Murtha) Sure. If you requested a due date of
May 24th, and we completed the order early, on Ma
22nd, your CDDD date was May 24th, and we complet
it would show as a minus two. That's outside of
parity of the CDDD, the customer desired due date
So, you count against yourself when you hit you
provisioning intervals earlier than expected?
(Murtha) On that case, | would have, yes.
Okay. Now, okay, let's turn to Exhibit CRC-11
they're, just so the Commission understands, they
the same document, they have just been sorted. |
the Liberty list, and | sorted it, just put a cou
labels on it. It's got the same information. An
have you had a chance to review this?
(Murtha) Yes, | did.

And, this list identifies over 109 continuing i
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(Murtha) It identified 109 individual statement
There was no specifics in this list, as far as
identification of any telephone number, customer,
It was generic issues, which | believe have alrea
been identified or identified via the CLEC
face-to-face. Many of which have been resolved o
been identified and are being worked via the CDIP
process or other initiatives that we have going o
So, it's your position that some of the issues

here, on this Liberty list, have been resolved?
(Murtha) Yes.

Okay. And, would it surprise you to know that
criteria for being put on that list was that an i

be continuing?

(Murtha) That wouldn't surprise me that that's
requested to have been put on the list. But, you
some of the statements that were on the list were
generic. For instance, "when FairPoint fixes
something, they break something else.” | don't k

how I'm supposed to answer that.

Understood. And, that's a particular -- you pi

one or two that probably fit in that category. T
are a lot of others that were quite specific.

(Murtha) Well, they were specific statements, b
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specific to a product or a service, or whether it

an LSR or an ASR. So, they were very generic
statements that, as | read through and reviewed a
my answers together to provide to the Commissions
tried to pull as much information as | could, bas

the 142 or the CDIP, and provide that as updates
the Commissions.

And, are you, just following up on something th

Mr. Kennan asked you, are you prepared to meet wi
CLECs and perhaps incorporate some of this list i
sort of the master 162 list?

(Murtha) Absolutely. If the CLECs perceive tha
something is an issue, it's my job, as owning the
relationship, to make sure we resolve that as an
Okay. One, one final issue. Interms of -- di

listings are near and dear to my heart. Would yo
agree that, in order to produce an accurate phone
in a wholesale environment, you need to get the
wholesale customers an LVR in a reasonable time f
for them to review it for accuracy?

(Murtha) Yes.

And, have you had a chance to look at CRC-147?
(Murtha) | haven't seen it yet, but | assume th

to do with the Portland LVR.
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Yes. And, the fact that CRC had to putin atr
ticket in order to get an LVR?
(Murtha) Yes, | am familiar with it. And, | ha
already patrticipated with both SuperMedia and the
Center on getting an extension on the Portland bo
the LVR that was delivered to CRC | believe two w
late.
Okay. And, normally, they should just be poste
(Murtha) Should be posted ahead of time, give y
days to work with it, and then 30 days to process
orders, so that we can have it cleaned up and go
the book close process.
Because what the CLEC has to do, once they get
is essentially audit it?
(Murtha) Absolutely.
And, that's what Exhibit CRC-13 is. | gave you
sample. It's a sample from a Maine book. But,
basically, the CLEC has to go through and identif
which listings are in its system, but not in your
system, which listings are in your system, but no
theirs?
(Murtha) Correct.
Correct? And, again, significant amount of wor

there are problems with the directory listings?
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A.

(Murtha) Right. And, that's why we're committe dto
getting that database synched up, so that the LVR s are
clean and work best for you as our customer.

And, you'd agree with me that this particular

Dover-Foxcroft audit that | gave you, Dover is a pretty
small phone book in Maine?
(Murtha) Yes.

Wouldn't compare to, say, the size of the Nashu aor
Concord or Manchester phone books?

(Murtha) No.

Okay. This audit would likely be much longer?

(Murtha) Yes.

MS. BRAGDON: | think that's all | have.

Thank you.

WITNESS MURTHA: Thank you.

CHAIRMAN GETZ: Thank you. Let's take
stock of where we are. It's after 5:00. We've i ndicated
our objective was to conclude by 5:00 each day. Ms. Cole,

do you have questions?
MS. COLE: | have no questions.
CHAIRMAN GETZ: Ms. Geiger?
MS. GEIGER: One question.
CHAIRMAN GETZ: One question. Mr. Judd?

MR. JUDD: Just a couple. And, if they
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will say "yes" to each of them, it will go very q uickly.
WITNESS MURTHA: | can't guarantee that.
CHAIRMAN GETZ: Would you like them to
prefile their "yeses"?
MR. JUDD: Yes.
CHAIRMAN GETZ: Allright. Then,
Ms. Geiger.
MS. GEIGER: Thank you, Mr. Chairman.
BY MS. GEIGER:
Q. Mr. Murtha, is Comcast one of the CLECs that
participated in the various Wholesale and CLEC fo rums
and meetings that you discussed earlier in your
testimony?
A. (Murtha) Yes.
MS. GEIGER: Thank you.
CHAIRMAN GETZ: Mr. Judd.
MR. JUDD: Thank you.
BY MR. JUDD:
Q. If the Plan of Reorganization is approved by th e
Bankruptcy Court and the Regulatory Settlement is
approved here, what issues will exist that will
adversely affect FairPoint's ability to meet its
commitments to its wholesale customers?

A. (Murtha) The Plan of Reorganization or the Regu latory
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A.

Settlement, it is not --

Yes, I'm sorry. Let me just restate it. If yo

from bankruptcy, what issues are you still going
face that are going to adversely affect your abil
meet the commitments you've made to your wholesal
customers?

(Murtha) There's nothing that's going to advers
affect me from making my commitments to the whole
customers. I'm going to continue with the same
projects, and continue to work with the CLECs on
daily basis, to continue to improve our processes
You had a conversation with Mr. Shoer about a |
was developed by Liberty Consulting and the three
England states, as well as the CLECs. Was that t
issues -- excuse me, 162 issues that you identifi
(Murtha) No, sir. The 162 came out of a joint
between FairPoint and the CLECs. The list that M
Shoer and Ms. Bragdon both regarded was a call th
took place between the CLECs and Liberty Consulti
two separate Thursdays, and they combined that li
And, you testified earlier, | believe, that you

the Liberty list to address some of the concerns
CLECs, is that correct?

(Murtha) Yes, sir. | just received that list o
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Wednesday of last week, and | worked that list on

Thursday and Friday.

Q.  And, have you completed your work through that list or

are there still some outstanding issues?

A.  (Murtha) | completed probably 90 of the 109 ite ms.

MR. JUDD: Thank you. | have nothing
further.

CMSR. BELOW: No questions.
CHAIRMAN GETZ: Commissioner Ignatius.
CMSR. IGNATIUS: Thank you.

BY CMSR. IGNATIUS:

Q. Mr. Murtha, when you say you've "completed” som e of

those items, many of those items, can you just gi ve an

example of what "completed" would mean?

A. (Murtha) "Completed" would be where I've identi fied the
process that we've improved or, you know, for ins tance,
we opened up 12 items regarding Customer Service Record
at the September meeting. And, we've closed out 11 of
those 12 items at that meeting, that we say are " done
done". That means that we have had CLECs sign of fand
say that was completed, and yet it showed up on t his
list. Now, there's going to be issues that show up
because of the data reconciliation. But it doesn 't

mean that that is an issue in the system that's
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affecting that CSR going forward. We did have a
of issues at Cutover that affected the ability to

a CSR or a CSI. And, we've made a lot of progres
these things. We still identify that there are i

out there. And, | went through each of these exa
whether it was a billing example, a maintenance
example. Mr. Lamphere and his team worked on the
as well with me, and so did Mr. Nolting. And, we
answered each one to try to provide you as much d
we could that we have this identified, this is no
new issue. We have been working this with the CL
previously and this is where we intend to have th
completed and fixed.

Well, one of the things I'm struggling with is
understanding why solutions to problems seem to,
some cases, be true solutions, and, in some cases
to be a step along the way that isn't really a
resolution, and we go back to the same issue agai
next month and the month after that, and the
frustration growing on the part of customers. An
testimony today seemed similar to that. Your pre
testimony suggests things are pretty much resolve
there's a few isolated events. And, then, there'

lists like we've seen here from Liberty that are
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extensive, and the descriptions sound significant
you've testified just a moment ago that you dealt
90 out of 100 of them or something like that and
kind of taken care of again. And, | confess I'm
little bit lost in what it all means.
A. (Murtha) | think you need to put it into contex

"what do we do on a daily basis?" We're processi
40,000 local service requests a month. We proces
4,000 access service requests a month. As Mr. La
stated before, you have to look at what our deliv
of service on the due date. You know, we continu
get hit on late orders. But, if you go back and
look, at the end of the year we had 1,200 late or
right now we have 500 late orders. So, that's a
reduction. And, then, when you look at it and yo
you have 500 late orders, on a base of 44,000 ord
that you're taking in the course of that month",
okay, the percentage is 10 percent late on LSR or
30 percent late on ASR, but, it's such a small nu
when you compare the entire universe of orders th
you're receiving and processing and delivering da
and day out.

Now, are there still issues?

Absolutely. And, we'll continue to work on that.
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worked for Verizon in wholesale for years and yea
We always had issues that we continued to work.
the -- we're going to continue to make progress e
day that we can to streamline this process and to
as many orders to flow through as we can. But, i
look at -- you have to look at the entire base wh
you're looking at the numbers we're talking about
the graphs that we're talking about to see what's
being affected.

Mr. Lamphere, in your prefiled testimony, which
FairPoint 11, on Page 11, you have a few New Hamp
numbers that | just want to ask you to take a loo
(Lamphere) Certainly.

And, specifically, the bottom of Page 11, Lines
through 22. You have those?

(Lamphere) Okay.

These were current as of February 2010. And, y
current total of late pending customer orders in
Hampshire of "441". Do you have more updated num
for us?

(Lamphere) | do. In fact, this should be comin

an updated exhibit. But this is as of April 30th
numbers.

(Murtha) It "should be".

rs.
It's
very
get
f you
en
or

truly

shire

k at.

20

ou had a

New

bers

ginas

{DT 10-025} [Day 1 ~ PUBLIC] {05-24-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Murtha]Lamphere]

263

MR. McHUGH: | appreciate his

enthusiasm, Commissioner Ignatius.

BY THE W TNESS:

A.

(Lamphere) So, total in New Hampshire, under th
criteria as outlined in my testimony, 369 past du
orders. Of those, 91 are business orders, 192 ar
residential orders, 86 are wholesale orders. Of
369, 59 of them are past due for customer reasons
of them are past due for lack of FairPoint action
lack of a better term. | can't use the term |
generally do. And, then, past due for facilities

construction, there's 25 of those 369.

BY CMSR. IGNATIUS:

Q.

A.

And, when you say those numbers that are "past
beyond 20 days", do you know how old some of them
(Lamphere) Well, | do, actually. As of April 3

the 59 orders that are late for customer reasons,

of them were due in October, three of them were d
February. So, this would be October of 2009.
February 2010, there were three. March, there wa
April, there was 37.

So, you're in a kind of holding pattern, until

customers take a certain action?

(Lamphere) Correct. And, in many cases, some 0
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very, very old ones likely will just get canceled

| can't cancel their order. So, under the "compa

miss" categories, there are several different buc

that | would put these orders in. There's those

are held for company reasons. And, when | say "c

reasons”, there's a list of probably 15 jeopardy

we would assign an order that would be a company

reason. Those, primarily, 80 percent of those ar

April. Very few of them are older than January o

2010.
CMSR. IGNATIUS: Thank you.
WITNESS LAMPHERE: You're welcome.
CMSR. IGNATIUS: | have nothing else.

Thank you very much.

. But
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kets
that
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e from

CHAIRMAN GETZ: Redirect, Mr. McHugh?

MR. McHUGH: Nothing further,
Mr. Chairman.
CHAIRMAN GETZ: Then, | don't believe
there's anything else further for these witnesses
you're excused. Thank you, gentlemen.
WITNESS MURTHA: Thank you.
CHAIRMAN GETZ: Getting back to the
guestion of the CLEC witnesses for tomorrow, | do

we're in a position to definitively say this afte

. So,

n't think

rnoon
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that we won't have questions. And, so, we would like to
see the witnesses present to do the live direct a nd to see
if there are questions from the Bench. And, | be lieve
we'll be starting with Ms. Weatherwax and McLean tomorrow

morning, first panel?

MR. McHUGH: That's correct, Mr.

Chairman.

CHAIRMAN GETZ: Okay. Is there anything
else we need to address before we adjourn for tod ay? Mr.
Shoer.

MR. SHOER: Mr. Chairman, | think |
identified the discrepancy that we mentioned. | updated
my exhibit list on | believe it was Friday, by ta king out
the New Hampshire CLEC Settlement Agreement, whic h was
listed as number "2" in my original document. Bu t,
Mr. McHugh, he informed me that he has included t hat in
his exhibits. So, | removed that and updated my list.
And, the books that have been provided, they are the

updated exhibit lists.

CHAIRMAN GETZ: Okay. Thank you. Then,

we can make the corrections to the exhibit list w e have --

Anything else today?

MR. SHOER: Thank you.

CHAIRMAN GETZ: -- for your client.
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(No verbal response)
CHAIRMAN GETZ: Hearing nothing, then we
will adjourn for the day and begin at 9:00 tomorr ow
morning. Thank you, everyone.
MR. McHUGH: Thank you.
(Wher eupon the hearing was adj ourned at
5:21 p.m, and the hearing to resune on
Tuesay, My 25, 2010, commencing at 9:00

a.m)
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