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(Rearing reconvened at 1:30 p . a.) 

170 

3 (Tranacript continues in sequence froa Voluae 

4 I.) 

5 COMMISSIONER CLARX: We will reconvene the 

6 hearin;. Kr. Ervin, you have soae question• you wanted 

7 to ask to clarify a point? 

8 MR. ERWIN: Yea, I do. Thank you. 

g JONATHAN E. CANIS 

10 reau.ed the atand aa a witness on behalf of lnteraedia 

11 Co..unicationa of Florida, Inc . , and testified as 

12 follova: 

13 RECROSS EXAMINATION 

14 BY MR. ERWIN: 

15 Q Mr. cania, I'• David Ervin , I represent ao .. 

16 of the ... 11er local exchange coapanies, those who are 

17 quite clearly not Tier I LECs. 

18 I believe you stated in response to questions 

1t by Mr. Murphy that the non-Tier I LECa would have a 

20 general obligation to respond to requests and that the 

21 PSC would then act •• an arbiter; is that correct? 

22 A That ia correct. 

23 Q Would you agree with ae that there are 

24 .. veral thin;• that the coaaission could do in this 

25 proceeding and that the first of which is that they 
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1 could iCJnore the non-Tier t r.r.cs and •ake no order 

2 applicable to thea in any way? 

3 A Yea. 

4 Q And could they alao just as eaaily aake all 

5 of tbe require .. nta that are applicable to a Tier I LEC 

6 applicable to a non-Tier I LEC? 

7 A Yea. 

1 Q And ia your requeat aoaewhere in the aiddle 

9 betw .. n tbo.e tvo extra .. a? 

10 

11 

12 

13 

14 

15 

16 

17 

18 

That ia correct, yea. 

Q Okay. Nov, could you indicate to .. whether 

or not you believe that, under your sche .. of 

reC)Ulation, that the non-Tier I LECs would be free to 

neC)otiate with AAVa the teras of any kind of 

collocation that •iCJht occur? 

A I think that would be the preferable atarting 

point, abaolutely, yea. 

Q What would another starting point be other 

19 than that, if that'a not the starting point? 

20 A .. 11, I CJUe•• what I'• getting to ia ve are 

21 vary av.pathatic to tha fact that saall IXCa aay have 

22 unique concarna quite different fro• the large on•• and 

23 that an appropriate collocation arrangement aay in fact 

24 hava to ba individually negotiated. Our only concern 

25 ia that, juat aa larC)a IXCs have total control of their 
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1 central office• and we lack barqaininq po•ition with 

2 thea, ve al•o lack barqaininq leverage with •aall ICCa . 

3 lven though the whole proceaa would be neqotiated and 

4 done on an ad hoc baaia, we would aak that the 

5 co .. i•aion .. ke it•elf available if the two partie• 

6 could not a9ree to a reaaonable aolution to act aa an 

7 arbiter. 

8 Q Do you believe that in thia proceeding the 

9 ca..l••ion ahould e•tablish any sort of detail• of this 

10 regulatory ach ... , •uch aa what would be reaaonable and 

11 what vould not be reaaonable in the neqotiatinq 

12 proce•a? 

13 

14 

A 

Q 

I don't think that ia neceaaary, no. 

So you feel that aiaply if a bona fide 

15 reque•t were aade by an AAV that t he local axchanqa 

16 ca.pany vould then have an obliqation to reapond to 

17 thatl and that if the detail• were not worked out 

18 properly to the •atiafaction of both partie•, that the 

19 AAV could then a•k the co .. ission to intercede and have 

20 a proceeding or to in •oae fashion detar.ine the 

21 outco.e of that? 

22 

23 

A 

Q 

That i• correct. 

You would not conte•plate, would you, that 

24 the non-Tier I LECa would have to file any •ort of 

25 tariff at thi• ti .. or at any tiae prior to any kind of 
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1 requeat by an AAV? 

2 A That ia correct. 

J 

4 

!5 

6 

7 

8 

' 
10 

11 

12 

1:t 

14 

1!5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2!5 

Q And you would not then, I gather, require 

that any non-Tier I LEC be bound by the teraa of any 

other tariff that •ight be filed by a Tier I LEC? 

A Aaau.ing that the ... 11 IXC doean't concur in 

that larger -- I'• aorry, in a larger LEC'a tariff, 

yea. 

Q All right. Do you know of any other location 

or atate in which a regulatory ache•• auch aa thia 

being advanced by you •iqht be in operation at the 

preaent tille? 

A Well, New York. New York state haa 

eatabliahed an affirutive obligation for all LECa 

within the atate to provide collocation on reaaonable 

d ... nd. Aa it occura, only two Tier I LECa, that ia, 

New York Tel in Rocheater, have in fact tariffed 

collocation. To the beat of •Y knowledge, no ••aller 

LEC in Nev York haa received the bona fide requeat for 

collocation, but there ia an aftir.ative obligation 

that they reapond. 

Q Juat incidentally, can you tell .. what ia a 

bona fide requeat or what ia a reasonable requeat in 

your teraa for collocation? 

I think a requeat in writing that .. eta the 
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1 standarda that the regulatory body has established for 

2 IXC collocation, that is, that it includes equipaent, 

3 tranaaission equip .. nt, that has been approved for 

4 collocation with the large, large LECs. so in other 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

vorda, databa .. , a request for, you know, installing a 

databa•e in a central office would not be considered a 

reaaonable, bona fide request, because that kind of 

equi~nt is not peraitted under either the New York 

rules or the FCC's rules. 

Q WOUld you feel that an AAV had to have any 

particular nu.ber of custoaers or any level of business 

or anything of that nature in order to constitute a 

reaaonable request? 

A I would not be in favor of artificially 

i~sing any restrictions. 

Q So if I under•tand you correctly, then you 

don't vant artificially iaposed restrictions either on 

the AAV or on the LBC in the negotiating process? 

A That's correct. 

MR. ERWIN: That's all the questions, thank 

21 you. 

22 COIGIISSIONER LAUREDO: May I have just a very 

23 quick question. 

24 Is the part of your testiaony your central 

25 a~nt that you aake against negotiating with 
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1 agre ... nts with the LECs that you would put an enoraoua 

2 burden on this co .. isaion because in ••••nee we would 

3 always be arbitrating disputes? 

4 WXTNESS CANIS: For a general requir ... nt, 

5 y .. , tbat certainly is •Y point. And that's why I 

6 believe very strongly that for the Tier I LECa ter.a 

7 and conditions •ust be tariffed to avoid this ad hoc 

8 kind of liti9ation. 

t However, for non-Tier I LECs, they tend to be 

10 very -- well, to the beat of ay knowledge, no AAV in 

11 tbe country bae sought collocation with a Tier II LEC. 

12 So 8f understanding, based on ay experience to date, is 

13 tbat requests for collocation with Tier II LECs are 

14 90ing to be few and far between and handling thea on an 

15 ad hoc basis should not be unduly burdenso.. to the 

16 Ca..ission. 

17 COMMISSIONER CLARX: Go ahead, Mr. Wiggins. 

18 REDIRECT EXAMINATION 

19 BY MR. WIGGINS: 

20 Q Mr. canis, in your discussions with Mr. 

21 Irvin, you referred to saall IXCs. Did you .. an to say 

22 ... 11 LECs? 

23 A Sorry, yes, I did . 

24 Q Just to get that clear. 

25 Earlier today, Mr . Fons asked you a question 
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about service between a Coapany A and a Coapany B, do 

you r~r a question to that effect? 

A Yea, I did. 

Q I want to refine that question and ask you a 

specific question. Do you know if Interaedia currently 

provides private line intrastate service betw .. n a 

Ca.pany A and a Ca.pany B where those two coapaniea are 

unaffiliated? 

A I'• sorry, is that intrastate? 

Q Intrastate where A and B are not affiliated. 

A Not to ay knowledge. And to the beat of ay 

knowledge they are precluded fro• doing so by 

co .. iaaion order. 

MR. WIGGINS: No further questions. 

COMMISSIONER CLARK: Exhibits? 

COMMISSIONER LAUREDO: May I ask a couple of 

questions to clear ay notes? 

COIIIIISSIONBR CLARK: sure. 

COMMISSIONER LAUREDO: There was, in answer 

20 to the question, I think you agreed with the 

21 questioner, Mr. Pons, I believe, that the equipaent 

22 we're talkinv about is off the shelf, nobody has any 

23 co.petitive acooping on anybody else? 

24 

25 

WITNESS CANIS: Uh-huh. 

COIIIIISSIONER LAUREDO: None of the people 

FLORIDA PUBLIC SERVICE COMMISSION 



177 

1 involved in thia caae are aanufacturers or R•o.? 

2 WITNESS CANIS: That's correct. To the beat 

3 of ay knowled9e, the LECs and the AAVs buy their 

4 equi~nt fro. a nuaber, perhaps a half a dozen or so, 

5 equi~nt aanufacturers. 

6 COMMISSIONER LAUREDO: I want to find the 

7 quote quickly becauae one of the arguaents you aake for 

I phyaical collocation is that you are put in a 

9 ca.petitive diaadvantage because in essence a LEC can 

10 aee what you're doing. Do you recall that? 

11 WITNESS CANIS: Yes, I think I recall 

12 COIDIISSIONER LAUREDO: In fact, you talked 

13 about placing the fox in charge of the hen house? 

14 WITNESS CANIS: The hen house, right. Do you 

15 want that clarified? 

16 

17 

COIDIISSIONER LAUREDO: Yes, please. 

WITNISS CANIS: In teras of the fox in the 

18 ben bouse analogy, that was aore broadly targeted to 

19 iaau .. of, you know, pricing, control over the 

20 equis-ent, how and when it was repaired and installed, 

21 et cetera. 

22 There ia one other issue, however. 

23 certainly, in a virtual or physical collocation 

24 arrang ... nt, once you cross-connect with LEC services, 

25 you have to tell th .. vbat you've got and what it is 
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1 and there'• no .. creta there. However, under virtual 

2 collocation, the LECa have to install that equi~nt 

3 for you. So under virtual collocation, an AAV 

4 eaaentially baa to qive the LECa advanced notice, •Hey, 

5 we're planning on installing this kind of equip .. nt, we 

6 want you to do it for ua.• That is one difference. 

1 Again, after the fact, once that equipaent is in there, 

8 everybody knova it. Under virtual, you have to qive 

9 prior notice, eaaentially clue thea in beforehand 

10 ca.ISSIOII!R LAUREOO: It really baa to do, I 

11 aiaunderatood you, it has to do with the definition of 

12 the .. rvicea rather than the hardware relat•d to the 

13 .. rvicea1 u I right? 

14 WITNESS CANIS: Inasauch as the type of 

15 hardware that you will put in will define the kind of 

16 .. rvicea you aay provide. 

17 COIMISSIONER LAUREDO: I found the quote on 

18 Paqe 27 . The corollary which brought the queation to 

19 aind i• your anawering under ay question you do not 

20 feel that ca.petitive infringeaent, if I aay call it 

21 that, froa your fellow AAVa. How do you consistently 

22 .. ke that arguaent? I find an inconsistency there, 

23 explain it to ... 

24 WITNBSS CANIS: Well, again, the concern 

25 about notice vaa juat providing prior notice. If I 
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1 want to go in and put in a brand-new type of aachine 

2 tbat vill allow .. to provide a service that'• perhaps 

3 unusual or that I haven't provided before. once I put 

4 that equi~t in, turn it up, atart providing it to a 

5 cuato.er, it'a going to appear in ay tariff• and 

6 everybody ia going to know that'• a service I'a 

7 providing. I want people to know that. So once tbat 

8 kind of equi~nt ia up and running , I have no probleas 

9 with people knowing what I have in ay network. 

10 However, if I have to go to LEC and aay, 

•Look, I want to provide this brand new kind of 

aervice, introduce thia brand new kind of equipaent, 

will you inatall it for .. in three aonths, how long is 

it going to take to do it,• that's a different atory. 

11 

12 

13 

14 

15 

16 

17 

It'a that aapect, that kind of prior notification we're 

Hnaitive about. 

COIDIISSIONER LAUREDO: Two quick queationa. 

18 Tbe New York exaaple you aake great eaphaaia on. You 

19 .. ke ..phaaia to the fact how the political force• 

20 including the aayor vas involved in pushing the Public 

21 Service co .. iaaion to inst i t utinQ thAt in NVNF.X be CftUAP. 

22 ot the services you outline. Is redundancy synonyaous 

23 in your aind vith reliability? 

24 

25 

WITIIBSS CAlliS: Yea. 

COIDIISSIOND LAUREDO: Right. 

FLORIDA PUBLIC SERVICE COMMISSION 
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WITNESS CANIS: There are other deterainants 

2 of reliability, but absolutely yea. 

3 COMMISSIONER LAUREOO: Would you say that the 

4 puah -- the Southern Bell policy, the public policy, 

5 the Southern Bell push for that pol icy in the state of 

6 New York, vbich baa beco .. kind of the case to 

7 articulate ve •hould do that in Florida, are 

8 qualitatively different? 

9 WI~S CANIS: No, I think --

10 COMMISSIOND LAUREDO: New York i• the center 

11 of the ve•tem h .. i•phere and there vas enoraou• 

12 concern about the reliability of the financial aarkets, 

13 et cetera, et cetera? 

14 WITNISS CANIS: Absolutely. However, there 

15 are a lot of bu•ine•••• that are as 

16 ca..unlcationa-dependent as the New York stock 

17 Exchange. certainly your hospitals, even educational 

18 in•titution•, other financial services, busine•ses, are 

19 equally critically dependent on reliable 

20 ca..unlcationa. 

21 Moreover, and this is one of the bi9, 

22 buain••• concern•: New York vas critically concerned 

23 that it wa• 9oing to lose its hiqh tech businesses to 

24 New Jer .. y, Pennaylvania, Connecticut, other 

25 nei9hboring •tat••· And its decision to take a 
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1 pioneering approach to coapetition for coaaunications 

2 vas geared1 A, on encouraging companies that already 

3 existed within the state to stay within the state, and 

4 also to lure into the state coapanies that would 

5 benefit froa having a state-of-the-art 

6 teleco.aunicationa infrastructure. I believe that aaae 

7 concern is fully operative in Florida. 

8 COMMISSIONER LAUREDO: I was reading froa 

9 Pa9e 11, and there you outline specifically stock 

10 brockera9 .. and financial services institutions and 

11 their need for reliability --

12 WITNESS CANIS: Right. 

13 COIIIIISSIONER LAUREDO: -- and I think the 

14 ti .. period in .y aind when the decision was a6de we 

15 bad the probl .. in Chicago with the water seepage and 

16 the panic that happened. And to ay knowledge, I'a not 

17 faailiar with any such intensity of a global 

18 reliability need that Florida has. We wish we did, but 
.. 

19 you would 9rant .. that there is soae, at least in 

20 teras of degr .. , aa.e difference between the Nev York 

21 situation and any Florida 

22 WITNBSS CANIS: Well, I will, I will grant 

23 you that the •ev York Stock Exchange and the financial 

24 industry in •ev York really lended a certain air of 

25 necessity and ... r9ency to the New York PSC's decision 
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2 thouqb, of really aaintaininq and fosterinq 

3 atate-of-the-art advanced teleco .. unicationa 
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4 infraatructure ia ao•ethinq that I think appliea fully 

5 to Florida. 

6 COIIIIISSIONER LAURE DO: I aaked you that when 

7 you ca.e back in rebuttal if ti•e peralta we can qo and 

8 have a little .are exchanqe on the biq picture. Let •e 

9 leave with you thia quote to think about between now 

10 and then. Tbia ia an article that appeared by Peter 

11 Hubbard, vbo ia the author of the 1993 report on 

12 co.petition in the telephone industry. I quote, •In 

13 tel~icationa, •oat custoaers don't aatter. The 

14 cuata.era who .. tter are the lOt who in fact qenerate 

15 90t of the telephone revenues . Of the 140 •illion land 

16 linea, only 35 •illion, which are the business 

17 aubacribera, .. ke up the 90' of the revenue.• 

18 I'• concerned of your thoughts about how the 

19 90t, or the, I gueaa, 105 •illion, nonbusiness land-

20 line cuato.era would benefit if we aove in this 

21 direction, when you co .. back. I appreciate it. 

22 WITNBSS CANIS: My pleasure, very qood. 

23 COMMISSIONER JOHNSON: I have one final 

24 queation for you. On paqe 36, Line 11, the queation 

25 vaa poaed, •should the co-ission require all apecial 
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1 ace••• and private line providers to file tariffs?" 

2 And you •tated that you didn't think so, and you vent 

3 through the rationale of the competitor process and the 

4 fact that .oat cuatoaera can take care of the .. elvea as 

5 the .ore aophiaticated custoaers. 

6 I understand the points raised by Ms. 

7 caswell, but -v question has aore with respect to vbat 

8 tbey are doing in tbe other states. Have tbey been 

9 requiring the tariffing in New York and/or any of tbe 

10 other situations vbere we do have collocation? 

11 A In Mev York for intrastate services tbere has 

12 always been a requireaent to tariff services. And that 

13 predated collocation, so all AAVs in New York 

14 re .. llera, operator service providers , everybody -- has 

15 to bave a tariff. 

16 Oft the federal level, the FCC specifically 

17 rejected requests that collocated AAV• or CAPs be 

18 required to tariff their aervices. 

19 Well, I bave to restate that. The FCC had 

20 never required tbat nondoainant carriers, including 

21 AAVa, tariff their service. However, about six aontha 

22 ago, a court of appeal• case interpreted the Federal 

23 Ca.aunicationa Act in such a way that it overturned the 

24 PCC'• prior poeition and established that all carriers 

25 -- and avain, all ca.aon carriers, includift9 
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1 nondo•inant carrier• -- had to tariff their ••rvic••· 

:l ito unct•r t.he Co-unlu•t lura• A" t, n " ' '"''llu•J In th• Court 

3 of Appeal•, the u.s. Court of Appeals for the D.C. 

4 Circuit, but not by rcc .andate, CAPs and other 

5 nondaainant carrier• do have to file tariff•. 

6 COIIIIISSIONER JOHNSON: What about other 

7 •tat•• that you .. ntioned in your testimony? If you're 

8 aware. 

9 WITMESS CANIS: I can tell you that 

10 california doe. require tariff•. But again, that ha• 

11 nothing to do with collocation, they always required 

12 tariff•. 'l'hoM are the three jurisdiction• that 

13 require tariff• that I can think of offhand. 

14 COIIIIISSIONER JOHNSON: And I just don't 

15 recall your anawer. But given, I think, Ms. Ca•well 

16 bad brought up a point that your original rationale vaa 

17 ba•ed on the tact that you have •ore sophi•ticated · 

18 u..r• and that if allowed to collocate that you would 

19 then go after a .are diversified •arket that would 

20 include le•• aophi•ticated companies, would your 

21 rationale •till apply? Would you still believe that 

22 you •houldn't have to file a tariff? 

23 WITMZSS CANIS: Yea, co .. iaaioner, I 

24 certainly agree that the sophistication of the cuato•er 

25 i• one aspect that •hould be considered. I think there 
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1 ia a broader aapect, though, and this goes to when is 

2 regulation neceaaary? I think we find it in general in 

3 all juriadictiona regulation takes place to fill a gap 

4 that'• not provided by aarket forces . so if you don't 

5 bave a fully c~titive kind of an induatry, you need 

6 to rec)'Ulate t.bo.e aapecta that aren't disciplined by 

7 the inviaible band of the aarket. 

8 In the caae of nondoainant carrier•, you 

9 know, if the concern ia, "Are you going to price 

10 •xce••ive?• well, if CAPs price excessively, you can 

11 alvaya 9et .. rvice fro. a LEC or troa another CAP, ao 

12 the potential for abuaive pricing just by definition 

13 doea not exiat in a coapetitive aarket with nondaainant 

14 carriera. 

15 Thia ia very auch the poaition that the FCC 

16 bad alvaya taken. It alway• took a poaition that it 

17 called ita forbearance policy, where it found that 

18 nondoainant carrier• did not preaent a risk of 

19 unreaaonable pricing or pricing abuaea; and for that 

20 reaaon, for about ten yeara, never required filing 

21 until the interpretation of the coaaunication• Act by 

22 the court forced it to do so. But I think that 

23 rationale ia fully applicable in thia caae. 

24 To the extent that you need regulation, you 

25 need lt if there'• a doainant carrier that can abuse 
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1 ita control or ita da.inance of the aarket. AAVa by 

2 definition do not have that kind of aarket power and, 

3 therefore, I believe that a tariffing or other 

4 regulatory overaight ia not necessary to prevent 

5 pricing abuaea. 

6 COMMISSIONER JOHNSON: At least in the abort 

7 tera --

I 

9 

WITlESS CANIS: No, frankly, I -­

COMMISSIONER JOHNSON: -- if we were to allow 

10 you into the .. rket? 

11 WITNESS CANIS: That's true. If under the 

12 unlikely acenario a CAP aoaehow becaae doainant, then I 

13 certainly do agr .. -- in a qiven aarket, I aqree you 

14 would need that kind of overaiqht. But certainly 

15 that'• not the caH nov: and I think aa the aarket 

16 becoaea increaaingly coapetitive, I believe there will 

17 be a decreaainq need for that kind of oversight. 

18 COIDIISSIONER CLARK: Thank you, Mr. Canis, 

19 you're excuaed, I queaa until you coae up on rebuttal. 

20 WITNBSS CANIS: Very qood, than,k you. 

21 COMMISSIONER CLARK: Mr. Guedel? 

22 MS. CASWELL: co .. iaaioner Clark, I would 

23 like to aove Exhibit 1. 

24 COMMISSIONER CLARK: Oh, yea. 

25 KR. MURPHY: Staff would like to aove 
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1 Exhibit• 2, 3 and 4: and to clarify was the late-filed 

2 9iven Bxhibit 5? 

3 OONMXSSIONER CLARK: Yes. Show Exhibita 1, 

4 2, 3 and 4 .aved into the record without objection. 

5 (Exhibit Noa. 1, 2, 3 and 4 received in 

6 evidence. ) 

7 COMMISSIONER LAUREDO: Do the partiea already 

8 have a copy of Exhibit 1? 

9 COMMISSIONER CLARK: It was just given out 

10 today. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

(Witne•• Canis excused. ) 

C0181ISSIONER CLARK: Go ahead, Mr. Tye. 

IIR. TYE: Thank you • 

MIKE GUEDEL 

vaa called aa a vitneaa on behalf of AT'T 

Ca..unication• of the Southern states, Inc. and, after 

being duly avorn, teatified a• follow•: 

DIRECT EXAMINATION 

BY IIR. TYE: 

Q Mr. Guede1, have you been previoualy been 

aworn? 

A 

Q 

Y-, I have. 

Would you pleaae atate your naae and buainess 

25 addre•• tor tbe record? 
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2 addreaa la A'!'·'"· 1200 Peachtree Street Northeaat, 

3 Atlanta, Geo1"9la, 30309. 

4 

5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Q 

A 

Q 

And vbat ia your position with AT,T? 

I'• a .. nager in the Network Services 

Have you prepared and caused to be prefiled 

in tbia proceeding testi.ony consiating of soae nine 

page• of qu .. tiona and answers? 

A Y .. , I have. 

Q Are tbere any chanqes , corrections or 

additiona vbicb you need to aake to it at thi~t ti .. ? 

A No, there are not. 

Q If I asked you the •a•e questions contained 

in that t .. ti.any here today, would you give .. the 

.... anavera contained therein? 

Yea, I would. 

MR. '!'YZ: co .. issioner Clark, I ask that Mr. 

19 Guedel'a taatt.ony be inserted into is record as though 

20 given orally. 

21 COIIIIISSIONZR CLAJU(: It will be inserted in 

22 the record as though read . 

23 

24 

25 
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Q. WZLL YOU PLJWJ. IDDITin YOURSELF? 

2 

3 A. My name is Mike Guedel and my business address is AT&T, 

4 1200 Peachtree Street, NE, Atlanta, Georgia 30309. I 

5 am employed by AT&T as Manage r - Network Services 

6 Division. 

7 

8 

9 Q. 

10 

11 

12 A. 

13 

PL&AS• DI8CRIB• YOUR .OUCATIONAL BACKGROUND AND WORK 

DPDIIDft3? 

I received a Bachelor of Sc i e nce degree i n Bus iness 

Administration from Miami Uni versity, Ox ford, Ohio. 

14 OVer the past years, I have a tt e nded num,.. r·ous Indust ry 

15 schools and seminars covering a variety of technical 

16 and regulatory issues. I joine d the Rates and 

17 Economics department of South Cent r .. I Of' I I in Pebrua ry 

18 of 1980. My initial assignment s i ncluded cost analysis 

19 of terminal equipment and special assembl y o ffe rings . 

m In 1982, I worked on access charge design a nd 

21 development. From May of 1983 through September of 

22 1983, as part of an AT&T task force , T de ve l ope d l ocal 

23 transport rates for the initial NECA interstate a ccess 

24 filing. Post divestiture, I r e ma1 ned with Sout h 

~ Central Bell with specific respons i bility for cost 



analysis, design, and development r e lating to s witched 

2 access services and intraLATA t oll. In .June o f 1985 , I 

3 joined AT&T, assuming responsibility fo r cost a nal ysis 

4 of network services includi ng access c ha rge impacts for 

5 the five South Central States (Alabama, Ke nt uc ky , 

6 Louisiana, Mississippi, and Te nnessee) . 

7 

8 

9 Q. PLIA88 Dl8caiBa YOUR CURRENT RESPONSIBILITIES? 

10 

II A . 

12 

My current responsibilities include supf' r·vi s ing 

analytical support activi ties necessa r-y f o r intrastate 

13 conununications services i n Flor.ida and ot he r southern 

14 states. This includes detailed analysi s o f access 

15 charges and other LEC filings to assess t heir i mpac t on 

16 AT&T and its customers . I n t hi s capacity , I have 

17 represented AT&T through formal t e stimony before t he 

18 Florida Public Servi ce Commiss .i o n as W" I I ns t he 

19 regulatory commissions in the states o f Georgia a nd 

~ South Carolina . 

21 

22 

23 Q. WIIAT %8 'I'D PURPOS. OP YOUR TESTIMONY? 

24 

2~ A. The pur pose of my t e s timony in t o ' ,...conun•·rHI t h."lt t h,.. 

2 
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Florida Public Service Commi s sion find e xpa nde d 

2 interconnection to be in the public inte rest and to 

3 take the necessary steps to e xpe d ite jts 

4 implementation. 

s 

6 

7 Q.. MBA'!' IS DPAIIDB Dl"i'DCONHBCTION? 

8 

9 A. Expanded interconnection is an i nte r connection 

10 arrangement that permits a cce ss prov i.ders other than 

II the local exchange companie s to inte r connect with t he 

12 local exchange companies' networks on t he l oca l 

13 exchange companies' premises . Und~ r t.his a r· rangeme nt , 

14 the local exchange companies are require d to p rov i de 

IS space at designated points wi t h in t he .ir ne t wo r ks for 

16 locating (either virtually o r physic al ly l t he equ i pme nt 

17 of competing access providers . There f o r e , with 

18 expanded interconnection, e nd us e r c ustome r s c a n 

19 utilize the loop facilities of t he l ocal e xc hange 

~ companies for connection to the LEC centra l o ffice a nd 

21 then select among available acce ss p r·ov i de r s t he 

22 special transport services connect i ny t II· · J oc:a I 

23 exchange office to the desired i n t e r e xc:ha nge c arrier 

~ (IXC) point of presence (POP). Thi s interco nnect ion 

~ arrangement offers to bring t he bene fit s o f s pec i a l 

) 



• 9 2 

access competition to greater numbe r· o f e nd user 

2 customers than would be possi ble wi t h t 1adit i o na l 

3 alternative access vendor (AAV) e nd to e nd service. 

4 

5 

6 Q. 

7 

8 

9 A. 

10 

80if DOU •PBYSICAL• COLLOCATION DIPPER FROM "VIRTUAL• 

COLLOCATIOWI 

For purposes of expanded interconnectio n, t he FCC has 

described "physical" collocat i on as an ar r angeme n t 

II whereby the competitive access p rovider (CAP) l e ases 

12 floor space (and access to the floor space) within a 

13 LEC central off ice for purposes o f i w :t , , ( I i nq , 

14 maintaining and managing telecommun i c a t i o ns e quipment 

15 used in the provision of compet i t ive a ccess services. 

16 Under this arrangement, the CAP perso nne l can ga in 

17 entry to their designated space with in t he LEC cen t r a l 

18 office (generally with securi t y esco r t> Lo insta ll, 

19 maintain, and/or repair their own e quipme n t . 

20 

21 The FCC has described "virtual" collocat i o n (aga in for 

n purposes of expanded interconnec t ion ) as a n arrange me nt 

23 whereby the local exchange compa ny i nsta ll s , mai nta ins 

24 and repairs CAP designated teleco mmun i catio ns e quipme nt 

~ used in the provision of compet i ti ve access se r v ices 

4 
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within the LBC central office . Und£' t' thi s arrangement, 

2 the CAP can maintain monitor ing a nd ·ontro l ability, 

3 but cannot physically access the equipment within the 

4 central office. 

5 

6 In either case, however, the equipment use d to 

7 terminate interconnected circuits would be loc ated in 

8 the LEC central office. 

9 

10 

11 Q. WBO SBOULD a• .ALLCJimD TO INTBRCONNBCT? 

12 

13 A. Interconnection opportunities should be available to 

14 all third parties including CAPn and TXCs and end 

15 users. The purpose of expanded j n L c r c..:on11 ·c..: t j o n is t o 

16 promote competition and to begj n t o c:ha 11 e nge the local 

17 exchange monopoly. Creating artificial barriers to 

18 entry would preclude potentia l competi tive alternatives 

19 and only slow the competitive process . 

20 

21 

22 Q. 81101JLD 'I'D SAD ~ AND CONDITIONS OP BXPAHDBD 

23 Di'l'Dcommcl'IO. APPLY TO AT•T AS APPLY TO OTHER 

~ Di't&JtCOIIIIaCTOU? 

25 

s 
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A. Yes. AT~T should be allowed to i n t e rco nnect to the 

2 8Rme ext ent and under the 8Amf" t f" l'ltlfl ollld c'C"\lld it i nnn .'\8 

3 any other third party user . 

.. 
s 

6 Q. ROlf MOULD 'fD ADOrl'IC:. OP BPAIIDBD INTERCONNECTION 

7 SDW Tllll PUBLZC Dl'nlmST? 

8 

9 A . 

10 

II 

The adoption of expanded interconnecti o n wo ul d 

facilitate the beginning of competit i on withi n t he 

local exchange and would benefit c ustome r s i n muc h t he 

12 same way as competition in other a s pects of t he 

13 telecommunications industry (i.e . , inte r e xc hange 

14 services or telephone sets) has be ne fited c ustomers 

IS over the years. Competition faci l i tates c ustome r 

16 choice and the development and production of ne w and 

17 innovative services designed o r tailored to meet 

18 particular customer needs. Compe tit ion t os L 1 s be LLe r 

19 price performance as competing ve ndors vie f o r 

20 customers in the open market pla ce. Cornp11 t i t.ion wi ll 

21 also assist the regulators in regul at ing the l oca l 

22 exchange eompanies encouraging the s e compan i e s t o 

23 become more efficient and mor e r esponsi ve t o c ustomer 

24 needs. 

25 

6 
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Q. WILL TD ADOPriC* OP DPAIIDaD INTERCONNBCTION RBNDBR 

2 TD LOCAL DCIIAXCD CC*PIITITIVB? 

3 

4 A. 

s 

No . The adoption of expanded int e r connection t h rough 

this docket will represent only a n init i al step in the 

6 efforts to create possibilit i es for r e al compe tition to 

7 develop in the market for local exc hange access 

8 service . First, this immedi ate proceed i ng address e s 

9 only special access services - a ve ry s mall part o f t he 

10 local exchange monopoly . The docket does not address 

II the local loop and the end off icc ow i Lch r·11 t he r ea 1 

12 core of the local bottleneck mo nopo ly. Second, it will 

13 take some time for competitor s to respond to t he ne w 

14 opportunities offered through expanded interconnect i o n, 

IS to develop and deploy compet i t ive ne t works , 

16 particularly on a statewide basi s . Inter connection is 

17 a necessary initial step to beg i n the i ntroduc t ion of 

18 competition but it alone wi l l no t guarantee t he 

19 development of competition wit hin t he sta te and it wi l l 

W not directly alter the exist i ng l o ca l e xchange monopoly 

2 1 held by the LECs . 

22 

23 

24 Q. WOULD TD ADOPriC* OP DPANDBD INTERCONNECTION BB 

ll 00.8I8TKMT WITH P..VIOUS COMMISSION DECISIONS? 

7 
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A. Yes. The Florida Commissio n has consistently supported 

2 competition within the teJ ecommuni caLions industry 

3 where it has found that compe titio n could wo rk. This 

4 Commission was one of the (irst state commissions in 

s the country to authorize limited IntraLATA (interEAEA ) 

6 toll competition shortly aft e r /\T&T' s divestiture of 

7 the local exchange companies . Oy Or·dc r No. 23540, the 

8 Commission expanded its prescription f o r intraLATA 

9 competition to included intraEAEA service , thus 

10 bringing to all Floridians t he be ne fits o f statE~wide 

11 interexchange (toll) competi tion. Through Docket No . 

12 890183-TL, the Commission recognize d t he be nef its of 

13 bringing competition to private line and specia l access 

14 customers by establishing rules f o r the authorization 

IS of alternative access vendors (AAVsl . The adoption of 

16 expanded interconnection would support t his tradition 

17 by further facilitating the expansio n o f competition 

18 for special access services . 

19 

20 

21 Q. 1I01JL1) YOU 8u.IARII. YOUR T.STIIIONY? 

22 

23 A. Yes. Expanded interconnectio n is the ne-xt l oq i a l step 

24 toward the introduction of compet ition into one of the 

25 remaining monopoly preserves of the l ocal e xc ha nge 

8 
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companies. Expanded interconnec t ion w i 1 I f .1r i l it a t.e 

2 competition in the market for spec ia l ace ss SPrvi cPs 

3 by allowing end user customers greate r oppo r-t unity to 

4 reach competing access suppliers, thus bringi ng the 

5 benefits of competition to a large r number of spec ial 

6 access customers . Expanded interconnec tion c learly 

7 serves the public interest, and its i mpleme nt ation 

8 should be immediately ordered by this Commi ssjon. 

9 

10 

II Q . oo•s TBIS COIICLUD. YOUil 'RSTDIONY? 

12 

13 A. Yes . 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

9 
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(By Mr. Tye) Mr . Guedel , have you prepared a 

2 au ... ry of your testiaony? 

3 A Yea, I have. 

4 Q Would you please give ua your auaaary at thia 

5 ti .. ? 

6 A Yea. The purpose of ay direct testi.ony is 

7 to recaa.end that this co .. iaaion find expanded 

8 interconnection to be in the public interest and to 

9 expedite its i~l ... ntation. 

10 Bxpanded interconnection repre•ents a 

11 poaitive atteapt toward the introduction of coapetition 

12 into one of the r ... ining aonopoly preserves of the 

13 local exchange coapaniea. Traditionally, this 

14 Ca.aiaaion bas taken the view that coapetition is in 

15 the public interest where coapetltion can work, and 

16 AT'T encourage• the co .. ission to continue that 

17 tradition by supporting this atteapt to proaote 

11 coapetition through expanded interconnection within the 

19 local exchange. 

20 In iapl ... nting expanded interconnection, the 

21 Coaaisaion should adopt the guidelines and procedure• 

22 consistent with tho .. adopted by the Federal 

23 co..unicationa Coaaiaaion in cc Docket 91141. These 

24 PCC rulea are defined in Order No. 92440. 

25 Given this reality and in an absence of any 
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1 •howing of an overriding Florida-specific public 

2 inter .. t concern, the adoption of the FCC rule• •hould 

3 .. xiaiae adaini•trative efficiency and speed the 

4 devel~nt of expanded interconnection within the 

5 •tate. Adoption of unique intrastate rule• or the 

6 pr.e•cription of collocation requireaents for 

7 interconnector• at thi• tiae would only tend to iapede 

8 ca.petitive develop .. nt. 

9 Finally, to en•ure aaxiaua opportunity for 

10 co~tition to develop under expanded interconnection, 

11 the Ca.ai••ion should allow all potential 

12 interconnector•, including CAP•, IXCs and end u••r•, to 

13 participate in expanded interconnection arranqe .. nt•. 

14 Precluding any of the•• potential interconnector• froa 

15 participation vould only tend to frustrate the 

16 developaent of coapetition. 

17 Thi• conclude• ay •uaaary. 

18 MR. TYE: Thank you, Mr. Guedel. 

19 Ca.ai••ioner Clark, the witne•• i• available 

20 for eros•. 

21 COMMISSIONER CLARK: Mr. Fona? 

22 MR. PONS: No que•tiona . 

23 COMMISSIONER CLARK: Mr.Whalen? Mr. Dunbar? 

24 KR. DUNBAR: Thank you, Coaai••ioner. 

25 
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1 CROSS EXAMINATION 

2 BY IIR. DOMBAR: 

3 Q llr. Guedel, I'• Peter Dunbar on behalf of 

4 Ti .. Warner. Should collocatora allow LECs and other 

5 partiea to interconnect with their networks? 

6 

7 

8 

9 

10 

11 

12 

13 

14 

A I don't think they should be precluded froa 

that but I don't think they should be ordered to do 

that. 

Q Wby ahould they not be required to do that? 

A The concept of expanded interconnection va• 

deaignad to initiate coapetition in a traditional 

.onopoly environaent, traditional •onopoly preserve. 

And it ia only because of the existence of the aonopoly 

aaintained by the local exchange co•panies that such a 

15 requir ... nt ia being placed upon those coapanies. None 

16 of the other interconnectora or potential 

17 interconnectora pos .. ss that •onopoly at this ti .. , or 

18 do I ... th .. possessing it at any ti .. in the future; 

19 therefore, I don't think the sa•e require .. nts should 

20 

21 

apply. 

IIR. DOMBAR: Thank you, Mr. Guedel . I have 

22 no further queations. 

23 IIR. HOJPPIIAN: I have no questions. 

24 IIR. WIGGINS: Just a couple. 

25 
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3 

CROSS EXAMINATION 

BY IIR. VIGGIIIS: 

Q Pat Wiggin• for ICI, Mr. Guedel. 

201 

4 So if you get interconnection, if AT'T get• 

5 expanded interconnection, what are you going to do with 

6 it? (Laughter) 

7 A It 9ivea ua and our cuato•era one extra 

8 choice, one other opportunity for ua to connect with 

9 our cuatoaen, and we're going to look at the 

10 poaaibilitiea under it. I peraonally a• not aware of 

11 any apecific .ave that we're goinq to •ake iaaediately 

12 with reapect to expanded interconnection. 

13 Q If I'a a u .. r that haa the capacity to get 

14 aa.e d1800Uftted .aTS .. rvice fro• AT,T, what will your 

15 collocation do for .. aa a buaineaa? Would it qive ae 

16 .a.. aort of cheaper ace••• to your point of preaence? 

17 And if ao, hov doe• that happen? 

18 A Well, aqain, I think there's value to 

19 alternative acce••· If there waa not •o .. kind of 

20 value -- and value i• a product of price and quality 

21 froa a cuatoaer'• atandpoint -- if there waan't aa.e 

22 kind of additional value offered by alternative ace••• 

23 vendor• or CAPs, then they probably wouldn't •tay in 

24 buaine•• very loftCJ. 

25 If a cuata.er can obtain ace••• -- for 
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1 exa.ple, in a Megacoa arranqeaent with AT,T, aervice 

2 Negacoa -- if they can obtain the interconnection 

3 arrang ... nt between theaaelvea or between the LEC'a 

4 central office and AT'T'• office that better .. eta 

5 tbeir need•, then they're qoinq to take that and the 

6 cuata.er abould be entitled to that. 

7 MR. WIGGINS: I have no further queationa, 

8 thank you. 

9 MR. HATCH: I have juat a few queationa. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

CROSS EXAMINATION 

BY MR. HA'J'alr 

Q Good afternoon, Mr. Guedel. My na .. i• Tracy 

Hatch and I'a with the co-iaaion Staff. 

A Good afternoon, Tracy. 

Q Have you received a copy of Staff exhibit• --

it'• identified on the lower left corner aa MG-1. Do 

you have a copy of that? 

A I have. 

Q Do you alao have a copy of what'• alao beinq 

20 paaaed out, a copy of AT'T'• Interrogatory Reaponaea 

21 Mo. 1 and 2? 

22 A I have not received a copy of that yet. 

23 Q It'• about to arrive. (Pause) 

24 Have you reviewed MG-1? 

25 I have reviewed MG-1, yea . 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Q Would you take a •o•ent to look at 

Interrogatory Responses 1 and 2? (Pause) 

A I have reviewed thea. 

203 

Q Is the inforaation in both MG-1 and 

Interrogator!•• 1 and 2, vas that inforaation prepared 

by you or under your supervision? 

A The inforaation in MG-1 vas prepared by ae. 

The inforaation in MG-2 vas not prepared directly by ae 

or under .y supervision. 

Q To your knovledqe, the inforaation in 

Interrogator!•• 1 and 2, is that accurate as far as you 

know? 

A Aa far as I know it is accurate. I have no 

reaaon to doubt it. 

Q And the inforaation in MG-1 is accurate as 

16 far a• you know? 

17 The inforaation in MG-1 is accurate to the 

18 beat of ay knovledqe, yea, air. 

19 MR. HATCH: Coaaiaaioner s, could ve have that 

20 aarked for identification, please? 

21 C0181ISSIOifiR CLAJU(: You want IIC-1 identified 

22 aa an exhibit? 

23 

24 

25 

MR. HATCH: Yea, aa'aa. 

COIIIIISSIONER CLARX: That will be Exhibit 6. 

MR. HATCH: Could also ve have 
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1 Interrogator!•• 1 and 2? 

2 COMMISSIONER CLARK: And that'a •Reaponaea to 

3 Interrogatoriea•? 

4 MR. HATCH: That'• correct . Can I have that 

5 .. rked for identification, pleaae? 

6 COMMISSIONER CLAR~: Now you want 1 and 2 

7 .. rked? That will be Exhibit 7. 

8 (Exhibit Noa. 6 and 7 aarked for 

9 identification.) 

10 Q (By llr. Hatch) Mr. Guedel, with reapect to 

11 the Reaponae to Interroqatory No. 1, I believe it 

12 atatea there that AT'T'a POPa, approxiaately 42t of 

13 tboae, are collocated; ia that correct? 

14 A Yea, that'• what it aaya. 

15 Q Do you have any reaaon to doubt that 

16 inforaation? Would there be anything in there that 

17 would auggeat anything different? 

18 A Aqain, I did not prepare thia reaponae, but I 

19 don't have any reaaon to doubt it. 

20 Q Do you know what the collocation arranqe .. nt 

21 ia for your POPa with reapect to the LEC'a coa? 

22 A Specifically, I don't know the detail• of the 

23 arraft9 ... nta of interconnection•. I know we ahare 

24 floor apace in aa.e central office•, and uaually it'a 

25 Hparate floora. But I really don't know any of the 
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1 par ... ter• •urroundinq tho•• agreeaenta. 

2 Q Ia that collocation arrange .. nt aiailar or 

3 different, or how would you deacribe it in coapari•on 

4 to the phy•ical collocation that'• being di•cu••ed here 

5 or the virtual collocation that's being di•cu••ed in 

6 thia proceedint? 

7 A .. 11, I believe it'• clo•er to phy•lcal 

I collocation in that we do have the option to walk into 

9 the central office and aaintain and service our own 

10 equi~nt, although, we're uainq space in an office 

11 ai.ultaneoualy vith a local exchange coapany. 

12 It i• different enough fro• the physical 

13 collocation preacribed by the FCC that if we were to 

14 participate in phy•ical collocation for the purpo•e• of 

15 interconnection, we have to go through the •a.. proce•• 

16 that everybody el•e would to order apace and have it 

17 prepared and have the cage• built and •o on and •o 

11 forth. 

19 

20 

21 

22 

23 

24 

25 

Q How different ia it fro• what the rcc ha• 

A I'• not aure I underatand the queation. 

Q You Aid that if you were talking about 

phyaical collocation in a ••n•• that the rcc had 

propoaecl that you would have to go through to proce••· 

e••entially, to qualify and get it 
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2 

3 

4 

5 

' 
7 

8 

A 

Q 

206 

That'• corr•ct. 

-- vbich would indicate that it'• at lea•t 

•itniticantly different than what you have nov. How is 

that different? Do you know? 

A Again, I don't know for sure the total -- the 

contract arrang ... nta are the arrangeaenta that we have 

with the LEC at the present ti .. for our collocated 

switch .. or equipaent. They are certainly not the aaae 

9 rul.. u I understand it, not the saae teraa and 

10 condition• that would be included in the tariff. I'• 

11 not aure how ve pay for the floor apace; it aay be 

12 different under our arrangeaent. Again, I'• not just 

13 t .. iliar enouqh with our contracts to tell you the 

14 differences. 

15 Q I would aaauae you're not liaited to 100 

16 •quare foot blocks and those aorta of require .. nta that 

17 the rcc ha• i~aed. Is it essentially cabling between 

18 floor• where you would hook into the LEC'a co? Ia that 

19 how it works, basically, or fro• your awitch fro• your 

20 aide to their awitch on the other aide of the rooa? 

21 

22 

A 

Q 

Generally, that's the way it's worked. 

I• tbat fora of connection aubatantially or 

23 significantly different than what'• being diacuaaed as 

24 tar •• the collocation proceecUnga here in a technical 

25 ta•hlon? 
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1 A In a technical fashion, it's probably 

2 aiailar. 

3 Q ror • regulatory fashion i• it different? 

4 A Fro. a regulatory fashion, it aay be 

5 different this point in ti-. 

6 Q It you'll look at your re•~~nae, AT'T'• 

7 Response to Interrogatory No. 2, I believe it states 

8 there that 33t of AT'T'• special ace••• circuits are 

9 collocated with LIC COs? 

10 A It doea. 

11 Q Do you know anything about the configuration 

12 of those special access circuits? How is that 

13 interconnection or collocation configured? 

14 A I do not know. 

15 Q Do you have your copy of -- I believe you 

16 provided the reapon .. to Interrogatory No. 24. Do you 

17 have that available? 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

Ia that in the packaqe? 

It's not in the exhibit? 

A Then I do not have it available. 

Q As I recall that question, I'll just qo ahead 

ancl ask you anyway. Is it your underatancUnq that the 

PCC liaited collocation to the top lOt of the cos, plus 

COs where there ia a request, or are you aware of that 

requir..ant in ita collocation order? 
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Has that changed to your knowledge? 

llot to ay know ledge. 
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1 

2 

3 

4 

A 

Q 

A 

Q Do you agree with that or is it your position 

5 tbat the Florida Coaaisaion should adopt a broader 

6 requir ... nt that all cos be available for collocation? 

7 A W.ll, I guess initially the proper thing to 

8 do or the .oat efficient thing to do is to .ove pretty 

9 .ucb along the .... guidelines that the FCC has 

10 e8tabliabed. If there are reasons in the state of 

11 Florida for allowing expanded interconnection, if 

12 there's tr ... ndoua deaand in the state of Florida for 

13 interconnection and central offices that are not part 

14 of tbe FCC's ~uping, then I believe the co .. iaaion 

15 abould certainly consider those as well. But I think 

16 to get this thing rolling, I think we should go, 

17 basically, vitb the guidelines of the rcc. 

18 Q Would you turn to your Response to 

19 Interrogatory llo. 33, please? Could you review your 

20 reaponae to tbat for just a .o .. nt? 

21 A Yea. 

22 Q It's still your position that you should not 

23 be required to interconnect your networks with other 

24 collocatora? 

25 That is correct, interconnect. 
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Would you explain why? 

And, again, I believe this is very aiailar to 

3 the queation that 11r. Dwlbar aaked .. , that the purpoae 

4 of expanding interconnection i• to beqin to pro.ate 

5 co.petition in traditional aonopoly reserve•, and I 

6 think the only r .. •on the FCC would aove toward• 

7 collocation for the loca.l exchanqe coapaniea i• that 

8 va• probably the only wa.y they felt they could beqin to 

9 enter co.petition into the•• traditional aonopoly 

10 

11 

ar .... 

Q When you talk about bottleneck aonopoly 

12 facilitiea, vbat are you referrinq to? 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A &a•ically, acce•• to the local exchanqe 

cuata.er•, the local loop• and the terainatinq 

equi~t in the central office. 

Q Don't you, e•••ntially in a proviaion of 

•pecial acce•• and private line, duplicate tho•• 

bottleneck facilitie• nov? 

A 

queation. 

Q 

Again, I'a not aure I underatand the 

I don't know that we do duplicate th ... 

When you provide a apecial ace••• facility, 

do you not go fraa the cuato .. r'• preai•• to your 

.witch? Ian't that eaaentially a duplication of what 

the LBC would alao provid or could alao provide? 

A ~at i• an alternative arranqeaent to the 
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LEC, yea, for a apecific cuatoaer, yes . But, again, 

that'• an end to end, if what you're referring to ia an 

enc:l-to-end type of aervice. What an expanded 

interconnection will allow you to do ia coapete with a 

part of the local exchange bottleneck and leave a 

r ... ining part of it atill a aonopoly. 

Q Ia it a aonopoly if you can put in the aa .. 

loop youraelf that the local exchange coapany can put 

in? 

A &vain, if we're talking 100\ here, :1eah, 

11 you're riCJht. But a aonopoly, in the sense that you 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

have co.plete control of price and custoaer control and 

ao on, a local exchanqe coapany still baa a aonopoly. 

•ow, tbere are aa.e circuits out there that alternative 

acceaa providers provide. -- that don't go through the 

local exchaftcJe. I adait that, but that doesn't 

challeft9e their aonopoly. 

Q Ia it in a aenae a legal aonopoly you're 

talking about or just ai•ply an econo•ic one or what ia 

it? 

A za .. ntially, at this point in ti .. , it'• 

atill aupported by local franchi•e• in •a.ny caaea, 

vbich ia a lef)al aonopoly. It waa conaidered a natural 

24 110nopoly for quite ao .. tiae. I think we're beginning 

25 to ... aa ve valk throuCJh the telecoaaunicationa 
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induatry, beginning with telephone sets and ultiaately 

interexcbange traffic and then alternative ace••• 

vendora, that 110re and aore of the traditional 

network can function in a 

co.petitive environ.ent. So I think it's probably a 

little bit of technol09y, it's probably a little bit of 

legal tradition that keeps it separate at thia point in 

ti ... 

Q Nothing preclude• AT'T froa putting in a loop 

fro. .y house to wherever I want it to go •• long a• 

I'• willing to pay the freight ; is that correct? 

MR. TYE: co .. issioner Clark, I think that'a 

a legal queation, I object. I think that they are 

atill precluded fraa bypaaaing the local exchange 

network. I think that vas a decision in Docket 880812 . 

MR. HATCH: The bypass prohibition that 

17 you're referring to ia rife with exception•. One of 

18 vbich being if --

19 COIIIIISSIOIIBR CLARX: Wait, Tracy. Are you 

20 90ing to reapond to hia objection? 

21 MR. HATCH: Yea, ma'aa. His objection haa no 

22 baaia because there is no bypass prohibition in the 

23 .. nae that he'a trying to raise it here. 

24 COMMISSIONER CLARX: Well, wait a ainute. 

25 Let .. atart again. Aak your question again. 

FLORIDA PUBLIC SERVICE COMMISSION 



212 

1 IIR. HATCH: My question ia: Aa•wainq that 

2 I'a willing to pay the price, ia there anything that 

3 prohibit• -- that he ia aware of -- prohibita AT'T froa 

4 putting in a loop froa ay house to wherever I want it 

5 to go. Proa here to Alaska for exaaple. 

6 COMMISSIONER CLARK: I'a going to let hia 

7 anawer the queation. Do you want to object to that 

8 que•tion? 

9 KR. TYE: I object. Without any foundation, 

10 I do Ca.ai••ioner. I believe that the bypass 

11 prohibition would preclude that, and that's a legal 

12 que•tion a• I underatand . Now, if Mr. Hatch wanta to 

13 lay down a bunch of criteria that, you know, would 

14 quality that exception --

15 I think he's asking for 

16 hi• knowledge to the extent that he has any aa to what 

17 would prohibit AT6T troa doing that. 

18 IIR. HATCH: Mr. Tye wants to know the 

19 foundation. I've been following the line of inquiry 

20 witb Mr. Guedel aaking what he knows about aonopoly 

21 bottleneck facilities, and we're talking about the 

22 inatallation tacilitiea that he and I'• trying to 

23 explore whether there'• what he knows aa to what the 

24 prohibitions are, if any. Is he aware of any legal 

25 probibitiona? That va• the question I aaauae that 
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you're objecting to, but if he's aware, then he can 

anaver. I'a not asking hia on the expert legal 

question. If there'• any econoaic or technical 

prohibitions, he'• free to answer that way, too . I 

.. an, ea .. ntially, I've already laid the foundation . 

A rraa here to Alaska as you stated last, I 

don't know of any legal prohibitions . 

Q (By Mr. Hatch) Are you aware of any 

technical or econoaic prohibitions? 

A No. 

Q So if you can put in a loop like I've 

12 deacribed it, then there's no aonopoly with the loca~ 

13 exchange co~niea: is that correct? 

14 A For a specific custoaer, if the custoaer 

15 vents the .. rvice and he can pay the freight aa the 

16 kind of volu.ea that it takes to justify direct 

17 connections, cuatoaers are using direct connections 

18 today. Tbe vast aajority of customers can't do that 

19 becauae they do not have the volumes to justify that 

20 kind of interconnection. 

21 Q And what you're atteapting to accoaplish 

22 throu9h expanded interconnection and collocation is to 

23 take advanta9e of an eabedded network so that you don't 

24 have to put in those facilities yourself ; is that 

25 correct? 
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1 A What we're tryinq to do throuqh expanded 

2 interconnection ia give cuatomers a choice, to give 

3 thea a aecond alternative. If a competitive access 

4 provider can provide a service at a better quality, 

!5 better value to the cuato•er, then we bel.leve the 

6 cuata.er should have the option of takinq that. Nov, 

7 granted the .anopoly is qoing to exist. This is not 

8 goiftCJ to get rid of the .anopoly . It is qoiftCJ to give 

9 aa.e custa.era another ~ption, and that we believe ia 

10 valuable. 

11 Q I hate to leave that, but I will. Should 

12 expanded interconnection include nonfiber technology? 

13 A Aqain, I think we should probably •ove alonq 

14 the .... guideline• that the FCC has •oved. Fiber ia 

1!5 the deaired choice. I believe they will entertain 

16 aicrovave interconnections baaed upon requests fro• 

17 carriera or froa AAYa. I think that's probably a good 

18 way to qo. I don't aee a necessity to provide 

19 interconnection for other types of facilities. 

20 

21 

Q Does AT'T still have •icrovave -­

COIDIISSIOND C.LAJU(: Wait a •inute. I don't 

22 know if you answered that question yes or no. Would 

23 you aak your queation aqain? 

24 Q (By Mr. Hatch) Should expanded 

2!5 interconnection include nonfiber technoloqiea, for 
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exaaple •icrovave? 

A To the extent, yea, is the answer to that 

queation. 

COMMISSIONER CLARK: I wasn't sure if you 

were aaying, no, it ahouldn't or yes, it should. 

215 

Q Doaa AT•T atill offer or utilize aicrowave 

for any trana•iaaion facilities, do you know? 

A 

Q 

I don't know for a fact . I don't know. 

Would you include wireless expanded 

10 interconnection in the nonfiber technoloqiea? Wou.ld 

11 you offer tho .. aa well, for exaaple, cellular, PCNa? 

12 Again, we're talking about the specific 

13 interconnection for the provision of a special ace••• 

14 tranaport. If a cellular carrier wants to do that and 

15 act aa an alternative acceaa vendor, I don't think 

16 there'• anything wrong with that. 

17 Q I believe in your direct testiaony on Page 5, 

18 look at linea 13 through 15, it's that first aentence 

19 there where you, basically, aake the stateaent that all 

20 partiea, including CAP& .and IXCa and end usera, should 

21 be allowed to have interconnection opportunities. Ia 

22 that a fair characterization? 

23 I can't find that, but I think that'• a fair 

24 characterization. What linea where that, again? 

25 Q 13, 14 and 15, Page 5? 
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1 A Yea. 

2 Q I believe the FCC'• proceeding vas liaited to 

3 CAPa; is that correct? 

4 A Mo. The FCC a.llowa CAPs, IXCa and end users 

5 to interconnect. 

6 Q Where end uaera included in the FCC 

7 proc .. c:Ung? 

8 A How do you aean •included"? 

g Q Por ex-ple, I believe they too·k out or left 

10 out for another day inforaation service provider• ~nd 

11 other entities like that.; is that correct? 

12 A Mot for tbe provision of special access 

13 tranaport in ay understanding. For the purposes of 

14 interconnection, for tbe provision of special access 

15 tranaport, I believe tbat anyone can do that as far as 

16 the PCC'• concerned. Now they said that 

17 interconnection for other purposes have been left out, 

18 but for that purpo .. anybody can play. 

19 Q With reapect t ,o the actual physical 

20 collocation, or even virtual collocation, all of those 

21 are CJOiiMJ to use up finite aaount of apace in a CO; ia 

22 that correct? 

23 A They are CJOing to use up apace in cos. Nov, 

24 I'a not sure if finite is the proper word. That'• 

25 aoaewhat dynaaic. 
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1 Q Unl••• you build a new co or add aore space 

2 to an exi•ting co, you're juat going to have a finite 

3 aaount of apace to u••· 

4 A or apace beco .. • available due to advancing 

5 technology which replacea large ••chines with aaall 

6 -chinea. 

7 Q No que•tion about that. But the aize of the 

8 building i• goinq to li•it what you can do with it. 

9 A Well, the •iae of the building is fixed 

10 unl••• you build on to it. No question about that. 

11 COMMISSIONER CLARK: But your point ia that 

12 there are -- technology ia decreaaing the aaount of 

13 •pace required, and it could decrease the aaount of 

14 •pace required fa•ter than the nwaber of entities 

15 •••kinq expanded collocation can fill up that vacated 

16 apace. 

17 WITMBSS GUIDIL: I think that's certainly a 

18 contributinq factor. I think that'• very posaible. I 

19 think, CO..i•aioner, the rea•on that space is available 

20 today in a lot of thoae central offices ia becauae of 

21 tre .. ndoua technological change that have replaced 

22 •tep-by-atep .vitcbea with controlled or stored proqraa 

23 •witchea. So yea, I think that will continue. 

24 Q When you atart to allocate aquare footage 

25 aaonq thoae vbo want to collocate, how do you begin to 
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2 tirst-caae-tirst-.. rve basis? 

3 

4 

A 

Q 

We support tir•t-co .. -first-serve basis. 

Do you .. ke any dl•tlnctlono or Vftlue 
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5 j~ta betVHn an AAV that wants to collocate and an 

6 end uaer that vanta to collocate? Is one perhaps aore 

7 benetic:ial tor collocation than another? 

8 A I don't -ke tbo .. value judC)llents. Aqain, 

9 we're talking about provision of, aqain, a very 

10 definable .. rvica, vbicb ia a special access or private 

11 line transport-type .. rvice. And for purposes of 

12 collocation, I believe that should be done on a 

13 first-ca.e-first-.. rve basis. 

14 Q I believe it's your position, is it not, that 

15 expanded interconnection collocation qives custoaers 

16 cboicaa which leada to acre services at cheaper prices. 

17 would that be fair to aay? 

18 A That's the potential qood that can coae fro• 

19 it, yea. 

20 Q Now, if you have a aeries of end users that 

21 are the firat in that CO, they wouldn't be provided 

22 aore .. rvicas and aore choices and you would not have 

23 the benefits to be derived fro• having all those end 

24 users in ahead of you, vould they? 

25 A .. 11, a couple of things. I quesa first, if 
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1 a end user i• going to purchaae that kind of apace, 

2 be' • go iN) to have to ba.ve one treaendou• aaount of 

3 traffic to ju•tify payinq for that kind of apace in the 

4 central office and the equipaent, ao on and ao forth: 

5 ba•ically, building hia own network of a tre .. ndou• 

6 •ize: a aile that it could, indeed, aupply a whole lot 

7 of end u•er•. 

a Odd• are, if auch were to take place, he'• 

9 going to u .. aa.e of that ace••• capacity, aell it off 

10 and aake other •ervicea available to other cuato .. ra. 

11 I think it'• highly unlikely that you would have enough 

12 end uaera of the •i1e and capacity that could buy 

13 central office •pace that they could buy it all up and 

14 cabbage all the benefit• for theaaelvea. I think 

15 tbat'• highly unlikely. 

16 Q I gue•• ay queation ia, would there be a 

17 greater benefit for a greater nuaber of people if, in a 

18 ..nae, there va• an e•tabliahed priority for AAVa a• 

19 ca.pared to end u .. ra in the allocation of aquare 

20 footage in a co? 

21 A A9aln, vlth conaideration, the responae I 

22 juat gave you, certainly the aore cuato .. ra vho can 

23 take advantage of the•e •ervicea, probably the better 

24 off thing• are going to be. 

25 I would al•o .. intain, however, that an end 
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1 user that haa that kind of capacity is probably in a 

2 poaition to do a vbole lot aore than just collocate 

3 vitb a LIC oentral off1oe. He oan cert ainly build his 

4 ovn facilitiea juat about anywhere he wants to qo. so, 

5 again, I don't think it'• a really feasible thinq for 

6 an end user to do unless he plana to resell part of 

7 tbat capacity. You're riqht, but the scenario is 

8 hi9hly unlikely. 

9 Q Aa8UIIift9 the Co.aiaaion ends up in that sort 

10 of a acenario, vbere we have to •ake decisions and 

11 cboicea, how would you reco ... nd that the co .. iaaion 

12 ea .. ntially .. ke that decision; what kind of criteria 

13 would you reco.aend? 

14 A I would reca.aend that we aake the apace 

15 available on a firat-coae-firat-serve basis . 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q 

A 

Even if you were on the losing end? 

Ye• . 

Q You are aware, are you not, of the 

diatinction .. de in the FCC's expanded interconnection 

order between Tier 1 and Tier 2 LECs? 

A Yea, I ••· 

Q With respect to Tier 2a, they have basically 

left th .. for another dayr is that correct? 

A That is correct. 

Q Moat of the -- subject to check, would you 
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1 agree that •oat of the access lines in Florida, perhaps 

2 over 90t, are in Tier 1 LEC territor.tes? 

3 

4 

A 

Q 

I vill accept that , subject to check. 

on that basis, would it be better to .. ndate 

5 central office collocation or would it be just easier 

6 to l .. va it on a case-by-case request baais? 

7 A I guess -- .. ybe I don't understand your 

8 question. 

9 Q The Tier 1 LECs have basically been directed 

10 to provide it at the interstate level . 

11 

12 

A 

Q 

Correct. 

Within certain nuabers of cos for aura and 

13 then others to follow probably. 

14 A Correct. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Wouldn't it be just as easy, rather than 

.. ying the top tan, and not worry about the rest and 

just have it all on a case-by-case basis? 

A Wall, I guess vhy I'• struggling, if you 

don't have sa.a kind of a rule that says the co•panies 

have to provide collocation, I'• not sure on what basis 

people can aaka the request. certainly, the 

inatallation or the occupation of the floor apace is 

going to be on a case-by-case basis, co•pany specific, 

office specific and so on. I think what we're trying 

to do hera is .. t up a fra .. work in which those 
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coapaniea can .. ke those kinds of requests. 1 

2 Q I'a not •ure that I followed all that your 

3 reaponae entailed. With respect to the LECs providing 

4 collocation, you said that's going to be done on 

5 essentially central office-by-central office baaia 

6 anyway: is that correct? 

7 A I think the request will come in that way. 

8 Q Then if that'• true, why mandate soae 

9 arbitrary lOt of your ooa your required to provide 

10 collocation? 

11 A I think the FCC took that approach to get 

12 this thing started. Because those were the central 

13 office•, d-i9nated central office• that they felt 

14 would be the aoat deaand in fro• their analyaia . And 

15 this is 9oing to 9et the thing to atart to trial it, to 

16 - how it works and to see if everybody ia happy. If 

17 they need to .. ke chanqea down the road, it's better to 

18 aake a lOt error than a 90\ error. 

19 Q Is anything .. gic about the 100-square-foot 

20 requir ... nt that the FCC has iapoaed? Would you 

21 support aore or leas? 

22 A I gueaa I really don't have a great feel for 

23 tbat. I'a not aure there's anything specifically aaqic 

24 about it. So.. aay need leaa; aoae aay need aore. 

25 Q For exaaple, would it cauae you any 
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2 collocation but not, •ay, 100 square feet: whatever 

3 aquare footage i• agreed to by the parties.•? 
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4 A Well, again I think that option ia available 

5 vitb tbe rcc, alao. If ca.paniea can reach a 

6 collocation arrang ... nt, a virtual collocation 

7 arrange .. nt, vith different quantities of apace, then I 

8 think they are perfectly free to work that out. 

9 I think the FCC ca.. up with the 100 aquare 

10 f .. t becauae they bad to co .. up with so•ethinq that if 

11 the LICa and the interexchanqe carriers excuse •e, 

12 the LICa and the AAVa couldn't work out an aqree•ent, 

13 thia i• wbat you're going to live by, okay? And that's 

14 Vbat they vant you to live by, but I don't think it's 

15 absolute. I think it be can be negotiated if the 

16 partie• requeat it. 

17 Q Would it cause you or any of the other AAVa 

18 or even the LICa, if you know, any proble•• or 

19 conflict• in adopting a different require•ent at the 

20 intraatate level aa co~red to the interstate level? 

21 A It .. y cauae a proble• only to the extent 

22 tbat let .. think a ainute. As long aa it would not 

23 force carriere, force AAV• or force interconnectora to 

24 buy different apacea, for exa•ple, a 100-aquare-foot 

25 apace to connect tbeir interatate traffic and another 
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75-foot space to connect intrastate state traffic, I 

think that would be an adainistrative niqhtaare and X 

certainly wouldn't support that. I don't know what the 

aa9ic nuaber of square feet is . I can't speak for the 

AAVa and I can't speak tor the LECs . 

Q Do you aupport tariffinq of square footaqe? 

A Again, that's consistent with the FCC 

preacription and I think that's probably advantaqeous, 

at leaat initially. 

Q Si~ly becau .. of adainiatrative difficulties 

in k .. ping track of one versus the other? 

A I think it is soaewhat adainistrative. lt 

enaurea, and I think the FCC' s point was that it would 

ensure, at least help to ensure , nondiscriainatory 

availability of apace, certainly with respect to price 

if theM thing• were tariffed. And I think that's 

probably a CJood idea initially. 

Q With reapect to price, since you raised that 

question, there's a price set in the interstate FCC 

tariffl ia that correct 

A I believe there is. 

Q WOUld you expect or would you be troubled if 

there vas a different price at the intrastate level? 

A Again, I would not be troubled if the prices 

were different at the intrastate level if aoaeone could 
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explain to .. where the coat difference was on apace 

between •tate and inter•tate collocation. If there vas 

a leqitlaate co•t difference, then there aay well be a 

1-witiaate price difference also. And, again, not to 

tbe extent that it would force custoaers to buy one set 

of •pace for interstate and another set of apace for 

intra•tate. That would be unacceptable. 

Q In a .. nae you've anticipated ay next 

que•tion, but bow did the FCC go about setting ita 

tariffed price? What criteria did it use? 

A I think th• local exchange coapaniee have 

propo•ect price• for floor apace , and I'• not sure if 

they are approved or still under reconsideration by the 

FCC. 

Q Wa• that basically ao.. sort of a separated 

co.t ba•i•, c1o you know? 

A I'• not •ure if the FCC prescribed the 

.. thoctology. I '• just not sure. 

Q Tbe rcc did not use a aarket-based price; ia 

that correct? 

A I'• not •ure. 

Q How could you have a different coat for the 

.... square footage in a central office? 

A I don't know. 

Q Juat curious. 
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Should we require the LECs to tariff the 

apecific rate el ... nt• at the intrastate level in the 

interconnection tariff•? 

A Y••· Again, I think that would be con•i•tent 

vitb tbe PCC preacription. 

Q Should tho .. rate• and ele•enta •irror the 

FCC'•? 

A Ye8. I believe the structure certainly 

abould airror the FCC, juat tor the sake of con•i•tency 

in adainl•tratlon and keeping things straiqht and 

k .. ping our underatandinq straight of exactly what i• 

~inqon. 

Again, the price• aay differ leqitiaately if 

there are coat difference• that can justify tho•• price 

differences. And I would not be opposed to that, but I 

think ve abould be looking at •i•ilar price• at •i•ilar 

coat•. 

Q Do you know how the coats could differ tor 

inter•tate expanded or a collocation arrange•ent versus 

an intra•tate collocation arrange•ent? (Pause) 

A I can't think of a •cenario why it would 

right off. I think they would be very •i•ilar. There 

aay be aa.e volu.e or den•ity arrange•ent• associated 

vith intra•tate that are different fro• interstate that 

could influence tbe co•t• ot DACS .achine• or 
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1 interconnecting to thea, but I would be auspicious. 

2 I'd have to take a hard look at that. 

3 Q Should the LECa have the same pricing 

4 flexibility that the FCC has granted thea at the 

5 interstate level? 

6 A Tbe zone pricing flexibility, AT'T would 

7 support the aone pricing flexibility for the local 

8 exchange coapaniea. 

9 Q Would they support any other, either lesser 

10 restrictive or aore restrictive pricing flexibility? 

11 

12 

13 

14 

15 

16 

17 

18 

A Well, I'd have to see a specific proposal . I 

don't know. 

Q Are you aware of the current contract service 

arrang ... nt that the LECa enjoy in Florida? 

A With respect to private line, I believe so. 

Q Would you view that as leas restrictive than 

the FCC's zone pricing? 

A I would probably see that as a little aore 

19 liberal than the roc zone pricing. I'• not asking to 

20 aake a change at this point in ti•e. I think the zone 

21 pricing vaya .. thod provides the LECa perhaps ao•e 

22 additional flexibility; at least adainistratively it 

23 aay be a little easier to provide flexibility to 

24 cuatoaera under a zone pricing scheme than to work up 

25 aoaethinq special for everyone. 
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1 Q Are you oppoaed to CSAs exchan9e coapany aa 

2 pricing flexibility for collocation, expanded 

3 interconnection? 

4 

5 

A 

Q 

Could you repeat that? 

WOUld you be opposed to CSAs, aa they are 

6 currently atructured for the LECa, for purpoaea of 

7 expanded interconnection? 

8 A CSA? 

9 Q Contract aerving arrangeaents. 

10 contract aerving arrangeaenta? 

11 The fear I have of contract serving 

12 arranq ... nta ia that it would give the LECa who are 

13 atill ln a .anopoly poaition an opportunity to price 

14 incredibly aggreaaively where they think there aight be 

15 an opportunity for another interconnector to 

16 participate in the .. rket and then price lea• 

17 aqqreaaively everywhere elae. And I think that defeats 

18 the purpose of vhat we're doing here . 

19 I think what we would like to do would be to 

20 lover acceaa char9e• aa beat we could to everybody. 

21 And by keeping aa.ethinq like a zone pricing plan in 

22 place, which provide• a liaited aea•ure of variability 

23 plua averaging, we could expand •o•• of the benefit• to 

24 cu•to .. ra vho even don' t have an option to take a 

25 collocator, to take another interconnector at their 
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1 office. 

2 So I will aupport the zone pricing plan a• 

3 probably the better plan. 

4 MR. HATCH: That'• all we've got. 

5 

6 

COMMISSIONER CLARK: co .. iaaioner•? 

OOMMISSIOIID UOREDO: A brief que•tion. 

7 On your dutie• as aanager of Network 

8 Servicea, you do aa.e atrategic thinking about where 

9 AT6T i• going? I• that what Network Service• i• all 

10 about --

11 WITMISS GUBDEL: Well, Network Service• 

12 C0181ISSIOifD IAUREDO: -- or partially'/ 

13 WITMBSS GUIDIL: Partially. It i• an 

14 extr ... ly broad organiaation. My involve .. nt i• 

15 prt.arily with ace••• arrangeaent• and basically 

16 aonitoring regulatory activity to ensure that AT6T i• 

17 not diaadvantaged in the aarketplace. 

11 OOIDIISSIOIID IAUREDO: You heard .. quote 

19 froa an autbority, I haven't verified independently the 

20 nu.ber•, but roughly that lOS aillion land-line 

21 cuata.era tbat are nonbu•in••• provide approxiaately 

22 lOt of the revenue in the teleco .. unication• and 35 

23 aillion that are bualne•• provide about 90' of the 

24 revenue•. Doea tbat aound about right? 

25 WITNESS GUIDZL: Doe• not sound unreasonable. 
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COIDIISSIONER LAUREOO: Do you believe that 

2 the local nonbu•ine•• land-line service• ia •ub•idized 

3 by, (a), long di•tance chargea, and, (b), by buaine•• 

4 rate•? 

5 WITNESS GUEDEL: The local land line? 

6 Speaking •pacifically of reaidential service a• oppoaed 

7 to buaine••? 

8 COIIIIISSIOIID IAUREDO: Yeah. I'a tryinc) to 

9 be aore caution.. I didn't uae the word •re•idential,• 

10 I uaed •nonbu•ineaa.• But yea, I'• concerned. Let'• 

11 juat call th .. re•idential. 

12 WITNISS GUEDEL: I have not been privy to any 

13 co•t •tudie• produced by any of the LECa that would 

14 •upport that one way or the other. 

15 I would like to aee those cost atudiea. I 

16 recaaaended in a previoua docket that they be 

17 perfor.ed. And I think the co .. iaaion ahould take a 

18 look at thoae docket• to find out if and where 

19 •ub•idiea exi•t. 

20 COMMISSIONER IAUREDO: I'• asking you without 

21 the rigidity of exact nuaerical precision but just as a 

22 general sanae, •inca you are involved in strategic 

23 planning and •inca you do agree with the previoua thing 

24 that the 35 aillion bu•ineaa uaera are 90' of the 

25 revenue, alao•t l09ic would force you to conclude that 
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1 -- if you knew nothing about telecoaaunicationa -- that 

2 there ia aa.e degr .. a of subsidization for thoae 105 

3 aillion that provide only lOt of the revenue, wouldn't 

4 you? I ... n, juat .. theaatically that would juap at 

5 you, wouldn't it? 

6 WITNESS GUEDBL: Yea, just matheaatically 

7 that would juap at .. if I didn't know anything. 

I C0181I8SIOIIU IAUREDO: The reason I'• asking 

9 you all tbe .. ailly queation• is I'• trying to struggle 

10 in tbia eaM. And everybody is arguing about hov all 

11 tbia atuff is going to lover cost, you know, 

12 ca.petition and lower coat. And I'• trying to figure 

13 out vho we're lowering costa to, and I'• trying to 

14 figure out vbat'• going to happen to these 105 aillion 

15 plain old telephone people. 

16 WITNESS GUEDEL: Well, I think there's tvo 

17 vaya of looking at thia thing: There is soae 

11 contribution, no doubt, there'• a lot of contribution 

19 that the LICa are receiving fro• access charges. If 

20 you ca.pare the prices for ace••• charges versus the 

21 coats the LIC incurred in providing access charges, for 

22 exaaple, there'• a lot of contribution there. 

23 There'• two thing• that contribution can be 

24 going to: one ia aubaidi•ing other services, which I 

25 would like to ... identified if indeed that is 
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1 happeningl or .. yba ao .. of those dollars are aiaply 

2 co.ta that could be aquaazad out ot the buain••• it, 

3 indeed, co.petition vere there to force those coats out 

4 of the buaina••· 

5 What hopefully we're qoing to be doing up 

6 front ia forcing tho .. extra coats out of the buaineaa 

7 ao that cuata.era in a aacro sense experience better 

8 bang for the buck, if you will, to get aore service tor 

9 leaa dollara. And if ve had coat studies to 

10 deaonatrate to ua vbara or if, indeed, subsidies 

11 exiated, we'd have a batter handle on how aany costa 

12 can be aquee&ed out of the aarket. 

13 COMMISSIONER LAUREDO: Well, but isn't a 

14 layaan'• auperficial view of this thing is that if you 

15 have the total revenue ba.. that everybody aeeaa to be 

16 targeting -- and, you know, I'• very pro business so I 

17 underatand what everybody here is all about. Everybody 

18 ia 90ing after tho .. 35 aillion people. 

19 WITNESS GU&DEL: Riqht. 

20 COMMISSIONER LAUREDO: You know, that's what 

21 we're really talking about here. And there's aoaebody 

22 vbo would tell you, well, you know, you're aki .. inq 

23 vhat ia tbe pbra .. ? I'a not too versed in these 

24 phraaeol09ie•. 

25 WITIIBS8 GU&DEL: Creaa ski-ing. 
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1 COIOIISSIONER IAUREDO: But Y"U' re taking the 

2 crea• of the crop and that's tine, and coapetitio" 

3 there definitely does bring a downward price for those 

4 people. But •a.e people have asked ae, •What happens 

5 to the re•t of us? What happens to the 100 aillion 

6 re•idential?• 

7 Can you give .. any scenario where you see 

8 tbis .ecbanic• or this opening up of the LEC 

9 •bottleneck,• a• you call it, benefiting the 105, 

10 rogghly, aillion? 

11 Hov is he going to benefit? If the revenues, 

12 by ca.petition, ... n• better prices for the business 

13 uaar and autoaatically tells you there will be less 

14 revenues. Correct? In other words, coapetition aeans 

15 .. I'• 90ing to .. 11 you airplane parts cheaper than 

16 you can .. 11 it. 

17 WITNESS GUEDEL: Coapetition aeans I can 

18 provide 9raater value to you than can you get so .. where 

19 else. 

20 COIOIISSIONER IAUREDO: Well, noraally the 

21 consuaer considers value price, what he has to pay. 

22 WITNESS GUEDEL: Price and perforaance are 

23 the tvo coaponents. 

24 IAUREDO: Well , assuaing quality 

25 and parforaance, as you call value, is in teras of 
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COMMISSIONER LAUREDO: it's going to be 

lover for the.. buainesa people than th= total pie 

decraa .. • unl••• you have an equal increaae on revenue• 

ooaing froa the 105 ail1ion residential . 

WITNESS GUEDEL: Again, assuaing the coat• 

can't be aqu .. aed out of the business and you have a 

aolid revenue requir ... nt and those revenue 

requir ... nta can't be aqueezed, then you have to l:ook 

at the price• for all of your services and aee what you 

can dol ... if they're •ub•idized; see what'• below 

coat. You -Y have to aake it --

OOMKISSIOIID LAUREDO: Well, we'll atop 

pa••ing judc)aent, bec:au .. we're getting -- I'a not 

paaaing jud9aent, I'a juat trying to identify -­

WITNESS GUEDEL: Right. 

CO.ISSIOIID LAUREDO: whether the 

aubaidiaation i• wrong. All of that ia now what I'a 

aaking you. I'a aaking you, it seeas to ae that high 

probability that the little old lady ia qoinq to vind 

22 up paying aore for her plain old telephone service. I• 

23 that an overaiaplification? 

24 WITKB88 GUBD.L: I think it's an 

25 over•illplification, air,. but I --
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COIIIIIISIOIID IAUREDO: Do you see that as a 

2 possibility? 

3 WITNISS GUEDEL: I think that's a 

4 possibility. 

5 COIDIISSIOIID IAUREDO: Okay. 

6 WI'l'IIUS GUEDEL: I think we need to look very 

7 bard at whether or not the particular person you're 

8 talking about is being subsidized and whether or not 

9 that particular person needs to be subsidized. If they 

10 need to be •~idiaed, we need to work out a acheae to 

11 do tbat. But I'• not aure that everyone needs to be 

12 •ubeidiaed if, indeed, they are beinq subsidized today. 

13 So ve aay have to look at the whole pricinq structure 

14 COIIIIISSIONIR LAUREDO: I understand that. 

15 WI~S GUEDEL: -- of all teleco .. unicationa 

16 to ac~te ca.petition. And I think that will help 

17 everybody ultiaately. 

18 COMMISSIONER LAUREDO: But will you qrant •• 

19 tbat I'a on a sound baais for beinq at least concerned 

20 about the plain old telephone user? 

21 WITNBSS GUEDEL: Yea, air. You have a 

22 legitiaate concern. 

2 3 COIIIIISSIOIID IAUREDO: Let ae ask you one 

24 last question. 

25 I pretty .uch know, or I think I know, in 
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1 very 9eneral tera. what all the business entities here 

2 repre .. nted do, what they want and where they want to 

3 qo. 

4 

5 

WITIIBSS GUEDEL: Uh-huh. 

CC.ISSIOIID LAUREDO: Where does AT'T want 

6 to qo? Do you want to beco .. another LEC? (Lau9hter) 

7 WITIIBSS GUEDEL: To ay knowledqe, 

8 AT'T baa abaolutely no intentions of becoainq a local 

9 exchange ca.pany. 

10 COIDIISSIONER IAUREDO: Okay. That's all I 

11 have. 

12 CONMXSSIOKER CLARK: Any aore question~? 

13 (Pau .. ) Redirect? 

14 KR. TYE: Thank you, Coaaissioner. 

15 REDIRECT EXAMINATION 

16 BY KR. TYE: 

17 

18 

19 

20 

you? 

Q Mr. Cuedel, have you qot Exhibit 7 before 

That'• the answers to Interrogatories 1 and 2. 

A Yea. 

Q Okay. Nov, the tera •collocated• is used in 

21 those answers. Where •collocated• is used there, is 

22 that collocated in the sense that we're talking about 

23 in the tera. of expanded interconnection? 

24 A No. It's a different concept. 

25 Q It .. ana housed in the saae office: is that 

FLORIDA PUBLIC SERVICE COMMISSION 



237 

1 correct? 

2 A Pardon? 

3 Q s... building? 

4 A s ... building. 

5 Q Nov, if AT'T were to want to be collocated in 

6 the te:.a that ve uae that in the context of expanc:led 

7 interconnection, what would AT'T have to do? 

8 A If AT'T wanted to be collocated for the 

9 purpose of providing expanded interconnection 

10 arranv ... nt•, they vould have to do exactly vhat any 

11 other potential interconnector vould do, and that would 

12 be to contact tbe U:C, ask for so- floor apace, pay 

13 whatever charges are associated with the construction 

14 of tbe floor space and any other charge• that were in 

15 the tariff. They would do exactly as any other 

16 potential interconnector. 

17 Q Okay. Is that vhat FCC ordered in ita .ast 

18 recent decision? 

19 A Yes. 

20 Q Okay. Ia that also the subject of the 

21 stipulation that AT'T has agreed to on this docket with 

22 respect to Issue 10? 

23 A Yes, that ia correct. 

24 Q Kr. Guedel, you were also asked aoae 

25 question• about the local exchange coapany aonopoly . 
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1 Does the local exchange co•pany have a 

2 teleca..unicationa network that virtually reach•• avery 

3 aubacriber within the exchange? 

4 A Yea, they do. 

5 Q Doea any AAV or any IXC that you're aware of 

6 bave such a network in place in Florida today? 

7 A No. 

8 Q Does the existence of that network give the 

9 local axchanwe co.pany substantial aarket power in your 

10 opinion? 

11 A In ay opinion, yes. 

12 Q Does any other entity have that kind ol 

13 aarket power within the local exchange? 

14 

15 

A lfo. 

D. TYB: Thank you very •uch. I have no 

16 other questions, Coaaissioners. 

17 OOMMISSIOIIER C~: Exhibits? 

18 D. HATCH: Ca.aissioner, I would like to 

19 aove Exbibita 6 and 7. 

20 COMMISSIONER CLARX: Show Exhibits 6 and 7 

21 aoved into the record without objection. 

22 (Exhibit lfoa. 6 and 7 received in evidence.) 

23 COMMISSIONER CLARX: You're excused. 

24 (Witness Guedel excused.) 

25 - - -
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1 MR. TYZ: Ca.aiaaioner Clark, aince Mr. 

2 Guedel doean't have any rebuttal testi•ony, could he be 

3 excuaed fr• the heariftCJ if he'• ready to go h01te? 

4 COMMISSIONER CLARK: Aa far as I'• concerned, 

5 he can be. 

6 

7 

8 

9 

10 

11 

break. 

MR. TYB: Thank you. 

COMKISSIONER CLARK: We'll take a ten-•inute 

(Brief rae••• •. ) 

COMMISSIONER CLAR~: We'll reconvene the 

12 hearincJ. 

13 I vaa juat deciding it I waa going to venture 

14 a qu••• at hov to pronounce hi• na.. or I would let you 

15 do it. Go ahead, Jlr. Hoffaan. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MR. HOFFMAN: Thank you, Mada• Chair.an. 

PAUL JCOUROUPAS 

vaa called •• a witneaa on behalf of Teleport 

Ca..unicationa Group and, having been duly aworn, 

teatifled •• follova: 

DIRECT EXAMINATION 

BY MR. HOPPIIAII: 

Q Jlr. aouroupaa, would you plea•• atate your 

na .. and buaineaa addre•• tor the record? 

A My na.e ia Paul ~ouroupaa, ~-o-u-R-0-U-P-A-S . 
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1 My buaineaa addreaa la 1 Teleport Drive, suite 301, 

2 Stanton Ialand, Rev York 10311. 

24G 

3 Q Mr. Kouraupaa, have you prepared and caused 

4 to be filed 29 paqea of direct teatiaony in thia 

5 procaedinq? 

6 A Yea, I have. 

7 Q Do you have any changes or revisions to your 

8 prefiled direct taati.any? 

9 

10 

A 

Q 

lfo, I do not. 

So that if I where to ask you the saae 

11 queationa contained in your prefiled direct testiaony 

12 today, would your anavera be the aaae? 

13 A Yea, they would. 

14 KR. HOFFMAN: Madaa Chairaan, I would ask 

15 that Kr. IOuroupaa' prefiled direct testiaony be 

16 inaerted into the record aa though read. 

17 COIGIISSIOND CLUUC: It will be inserted in 

18 the record a• thoUCJh read. 

19 

20 

21 

22 

23 

24 

25 
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2. 

3. 

Q. 

A. 

2 4 l 

TBLBPORT COMMUNICATIONS GROUP 

DIRBCT TBSTD«>NY OF PAUL KOUROUPAS 

DOCKBT NO. 921074 -TP 

Please state your name and business addre~s. 

My name ie Paul Kouroupas and my business 

addreee ie One Teleport Drive, Suite 301, 

Staten I8land, New York 10311 . 

Q. What is your current posit ion with 

Teleport Communications Group Inc . (TOG)?. 

A. 

Q. 

A. 

I am Manager of Regulatory Affairs. 

Plea•e describe your qualifications. 

In 1988, I graduated from Temple 

University ~ laude with a bachelor of 

art• degree in communications. In 1992, I 

graduated from the Catholic University of 

America Columbus School of Law with a 

Juri• Doctorate degree. I also received a 

certificate from the Communi cations Law 

Institute of Catholic University, in 

recognition of my completion of a 

curriculum specializing in 

telecommunications regulation . While 

attending Catholi c Unive rsity, I worked as 

an intern in the General Counsel's office 

1 
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4. 

s. 

6. 

Q. 

A. 

Q. 

A. 

Q. 

2 42 

of the National Telecommunications and 

Information Administration from September 

1990 to December 1990. In addition, I 

worked as an intern in the office of 

Commissioner Andrew c . Barrett of the 

Federal Communications Commission from 

June 1991 until April 1992. Since June 

1992, I have been employed by TOG. 

What are your present responsibilities at 

Teleport Communications Group? 

In my position at TCG, I am responsible 

for development and implementation of 

regulatory rules regarding 

interconnection. 

What is the purpose of your direct 

testimony in this proceeding? 

I wish to address the issues identified by 

the Commission set forth in Appendix wAw 

of the Commission's Order No. PSC-93-0811-

PCO-TP. 

Have you read the petition filed by 

Intermedia Communications of Florida for 

an order permitting AAV provision of 

services thorough collocation arrangements 
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7. 

in local exchange company (LEC) central 

offices? 

A. Yes, and I am famil iar with the broader 

issues regarding private line and special 

access interconnection wh ich are raised by 

this petition. 

Q. Is expanded interconnection for special 

access and private line in the public 

interest? 

A. Yes. Central office inte rconnection will 

provide significant benefits to consumers 

in Florida. In order to prepare for the 

competition they will face from collocated 

competitors , LECs will upgrade and 1mprove 

their transmission infrastructure. All 

telephone company subscribers will then 

benefit from improved service, better 

quality and lower costs for the basic 

services transmit ted over these upgraded 

networks. By acting upon competitive 

incentives to improve service to their 

customers, the LECs, themselves, will also 

blnefit from competition. 

Additionally, interconnection incents LECs 
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to reduce thei r costs and i mprove their 

efficiency. Furthe rmore , i nte rconnection 

reduces the l i kel i hood t hat LECs will 

experience stranded investment. 

Interconnectors are purchasing and using 

portions of the LEes • networks - - portions 

of the network whic h coul d be stranded if 

large customers choos e to bypass the LBC 

network by usi ng alte rnative t ransmission 

facilities such as microwave. 

Interconnection wil l al l ow competit i ve 

local carriers to s erve unmet consumer 

demands for diversified tel ecommunications 

services and f aci l ities . Interconn~~tion 

can also allevi ate the need for LBCs to 

build expensive, addit i ona l capacity at 

ratepayer risk and expense : t he LBC can 

simply use the fac il i ties of t he 

interconnector . 

Q. How does the FCC ' s order on expanded 

interconnection i mpact t he Commission's 

ability to impos e f orms a nd conditions of 

expanded interconnection t ha t a re 

different from thos e impos ed by the FCC 

order? 
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:: d 5 

Plorida can extend the benefits of 

expanded interconnection beyond the scope 

of the FCC order in three c rucial ways. 

Firat, Florida should require 

interconnection at a DSl, DS3 gng DSO 

level to extend the benefits o f 

collocation to all special access 

cuatomers . The FCC order required 

interconnection for DSl and DS3 only. 

Such a restriction denies the benefits of 

collocation to the large number of 

customers who currently use special acc2ss 

facilities with speeds below a DSl 

capacity. The only way f or a competitor 

to serve such customers under a 

collocation arrangement would be to 

purchase LBC multiplexing services and 

individual DSO end links. This makes the 

competitor captive to the LEC's 

multiplexing prices and s e rvice quality, 

while at the same t ime e liminat ing any 

competitive check on the reasonableness of 

theae multiplexing prices . 

Second, Florida should inst i t ute a •fresh 
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look• provision designed to allow 

consumers to exercise their new-found 

freedom of choice in the special access 

market without incurring substantial 

penalties for doing so. 

Consumers should be free to terminate 

their contracts with the local exchange 

carriers without fear of incurring 

~tantial termination liabilities. 

Precedents for such action exist at the 

federal level where the FCC disallowed the 

~eition of ~ termination liabilities 

for customers who switched their 800 

eervice from AT&T to another carrier•, and 

for airlines who switched air - to-ground 

radiotelephone service providers . 1 Of 

course, the most famous example of such a 

policy dates back to Divestiture when 

customers were free to choose the long­

distance carrier of their choice without 

22 1&aa, Competitiop in the Interstate Interexchange 
'Mtkfttplace, 7 PCC Red 2677 (1992). 

24 2&aa, Amendment gf the Commission's Rules Relative to 
Jlioeatign gf the 849-851/894 -896 Mbz Bands, 6 FCC Red 4582 
Q&91) . 
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penalty., These actions were necessary to 

effectuate the FCC's pro-competitive 

policies, and are as necessary in the 

ia.tant proceeding . Without freedom of 

choice, there is no competition. 

Third, Florida should permit 

interconnectors to provide the local 

traneport portion of switched carrier 

acce&a . The local transport portion of 

&witched carrier access service provides 

transmission facilities between an 

interexchange carrier ("IXC") point -of-

preeence ("POP") and a tele phone company 

central office ("CO"). Local transport 

switched access facilities are dedicated 

point to point high volume facilities . 

Although telephone companies offer these 

services within "switched access" service 

categories, the economic and technical 

nature of local transpor t c ircui ts are 

much more akin to private line services. 

Similar to private line services, local 

traneport carrier access is provided 

25 '~ter a reasonable time, a minimal termina tion charge no 
~ater than $5.00 was impoBed. 
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between two discrete po lnLM , name ly t he 

interexchange carrier POP and the 

telephone company co. There is no 

•switching• or call routing involved in 

local transport . 

TOG estimates that local transport service 

represents approximately 75t of all 

circuits between an IXC POP and a 

telephone company central office . IXCs 

need the quality, reliability and 

diversity of competitive a l ternatives f or 

these critical fac i lities . Mor eover, 

competition for the local transport 

portion of switched access services 

dramatically increases t he prospects for 

effective competition in traditional 

private line services, which is , after 

all, the purpose of this proceeding. 

IXCs typically require both special access 

and switched access services, and many 

combine their traffic on one facility for 

the inherent effic iencies of such an 

arrangement. TCG estimates that 75t of 

the circuits between an I XC POP and a 
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telephone company central office are for 

switched services. If TCG is able to 

compete for the provision of the local 

traa.port portion of switched access 

services on the same terms and conditions 

aa the local exchange carriers, TOG will 

be better able to address the total access 

needs of IXCs and will be able to develop 

the •ame economies of scope and scale that 

local exchange carriers enjoy. 

Under current c i r cumst ances, loca l 

exchange carriers are permitted to combine 

acce•s services on one facility and 

address the total access needs of 

consumers. Without similar ability, 

interconnectors cannot effect ively 

compete. The imposition on 

interconnectors of what is essentially a 

line-of-business restrict i on handicaps 

interconnectors' ability to compete 

against •u.n-handicapped " l ocal exchange 

carrier facilities. 

The removal of any artific~al "shielding" 

of the vast majority of central office 
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2 ~0 

access traffic from competitive choice 

allows the proven benefits of reliable, 

diverse and competitive central office 

access services to benefit Florida 

consumers. 

Q. Does Chapter 364 of the Florida Statutes 

allow the Commission to require expanded 

interconnection? 

A. Yea . Section 364.01 grants the Commission 

•exclusive jurisdic tion" over all 

telecommunications matters and 

specifically directs the Commission to 

encourage cost-effective innovation and 

competition in the telecommunications 

industry if so doing will benefit the 

public by making modern and adequate 

telecommunications services available at 

reasonable prices. Collocation and 

interconnection are t wo essential elements 

of full and effective competition in local 

telecommunications markets and they will 

bring the benefits to the publi c whicn I 

discussed above. 

Other sections of Chapter 364 similarly 

10 
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point to interconnection as a vehicle for 

promoting effective competition. In the 

Alternative Access Vendor Docket No. 

890183-TL, Order No . 24877, the Commission 

determined that it was in the public 

interest and that it had statutory 

authority, pursuant to Section 364.337, to 

certificate AAVs to provide special access 

services. The Commission found in this 

Order that AAVs have benefits to offer and 

that by offering their services, the AAVs 

have spurred the LECs, themselves, tc• 

offer new services. By authorizing 

interconnection for AAVs and other 

competitors, the Commission will ensure 

that MVs can offer service to many more 

customers who desire the diversity and 

other benefits that AAVs can offer. 

Section 364.16 authorizes the Commission 

to require connections between two or more 

telecommunications companies where 

connections can reasonably be made, 

efficient service obtained and such 

connections are necessary . Whe n read in 

conjunction with the other sections 

11 
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Q. 

A. 

Q. 

25 2 

authorizing the Commi ssion to certify 

competitive provide rs and to promote 

competition in telecommunications services 

in order to f orm a mode r n a nd e ffic ient 

networ k fo r a ll, t he Commission can 

interpret t hi s s ect i on to pe~it it to 

order LECs t o allow competitors to 

interconnect wi th t hei r networks so that 

competitors can r each a ll consumers . 

Does a physical collocation mandate raise 

federal and/or state constitutional 

questions about the t aking or confiscation 

of LBC property? 

No. The key t o the fai rness of 

interconnection t o a l l part i es is that the 

interconnectors compe nsate t he LECs for 

the use of LEC faciliti es . Furthe~ore, 

the Commission is ordering i nterconnection 

for the public purpose of promoting a 

modern, efficient t e l ecommunications 

infrastructure . The r e f or e , a physical 

collocation mandate does not constitute a 

taking. 

Should the Commission requi re physical 

12 
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and/or virtual collocation. 

The Commission should require LBCs to 

offer physical collocation . Physical 

collocation ensures that interconnectors 

are provided interconnection on the same 

terms and conditions as the LBCs 

interconnect thP ir own hi gh capacity 

networks. A physical requirement would 

aleo alluw l o t uuifonnity between state 

and federal requirements. 

It is important to understand that 

int e t·r ollll"" ''' i • "' w i 1 h /\1\V nnt wnr kF' vI n 

either physical or virtual collocation is 

essentially the same as the 

interconnections that take place today 

throughout the LEC ne twork. The 

technologies, equ i pment, and procedures 

are largely alike. 

Under either physical collocation or 

virtual collocation, a central office 

interconnection a rrangement is composed of 

three essential elements: (1) 

interconnection cable ; (2) interconnection 

electronics; and (3) cross-connection facility . 

13 
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The interconne c tion ca bl e is an unbroken 

fiber optic facility whic h t he AAV extends 

from its network into t he LEC central 

office . The cable enters into and 

terminates inside the LEC central office, 

just as the LEC's own fiber optic cable is 

terminated at the central o ffice . 

The interconnection electronics are 

located within the LEC central office and 

are the most cruci al element of the 

interconnection arrangeme nt . The 

interconnection cable is terminated into 

the interconnection electronics, which are 

then used to derive ind]vidual circuits . 

This equipment may include optical line 

terminating multiplexers, DS3 : DS1 

multiplexers, DSl : DSO multiplexers, and 

digital access cross - connec t systems. All 

of this sort of equipment is today used by 

the LBC in its own network, and is 

likewise terminated into its own fiber 

optic facilities. The interconnection 

electronics are responsible for most of 

the customer-v i sible c haracteristics of a 

carrier's service : quality, reliability, 

14 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

.· '" 5 

speed, cost. 

Therefore, under either physical or 

virtual interconnection, the 

interconnection equipment must be selected 

by the interconnector, and the equipment 

must be remotely monitored , configured and 

controlled by the inte rconnector. The 

interconnection electronics must also be 

installed, upgraded , maintained, and 

modified at the sole discretion of the 

interconnector , and according to its cost 

and service standards. 

The cross - connect ion facility is usually a 

copper (electronic) cable provided by the 

LBC which connects the interconnection 

equipment to a LEC cross connection frame 

(or digital access cross connect system in 

some cases) where the interconnector's 

circuit is cross connected to the 

interconnected services : loops, a switch 

port, multiplexer, e tc. Fo r· speci al 

access, t hese cabl es connec t the AAV 

equipment to a channel termination (i . e . , 

a Special Access "loop"), a c hannel 

15 
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mileage facility, or a multiplexer. These 

same interconnections take place today in 

the LBCs' network . 

Prom TOG's experie nce , the only 

distinction between "physical• collocation 

and a workable "virtual" collocation is 

ownership: in physical collocation the 

AAV owns the inte r connection electronics 

and is able to enter the LEC central 

office to perform these provisioning and 

maintenance functions, whereas in virtual 

collocation the LEC leases the equipment 

to the AAV and performs provisioning and 

maintenance for the AAV under tariff while 

the AAV monitors and controls the 

equipment remotely. 

The burden on a LEC between having to 

offer physical and virtual collocation is 

negligible whereas it is critical for an 

interconnector to have the option of 

choosing a physical arrangement . The 

ability of interconnectors to negotiate a 

virtual collocation arrangement is 

hindered when a LEC knows it has no 

obligation to provide physical 

16 
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collocation. As monopoly providers, LECs 

have an overwhelming advantage in 

establishing interconnection arrangements 

and in tariffing interconnection terms and 

conditions. 

The availability of physical collocation 

thus serves as a "marke tplace check" on 

the reasonableness of the LEC's virtual 

collocation proposals . With physical 

interconnection as the default 

interconnection method, LECs must provide 

reasonable vir tual interconnection 

arrangements or els e AAVs will elect 

physical interconnection. Only the 

availability of physical interconnection 

arrangements will compel the LECs to 

provide truly comparable vi r tual 

interconnection arra ngements . 

Allowing the LEC to decide whether or not 

to provide physical collocation robs the 

AAV of its only ne gotiation l everage, and 

leaves it unabl e Lo compel t he LBC t o 

provide quality , cost effective 

collocation arrangements . The AAV is thus 

17 
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left subject to the quali t y of service 

that the LEC wishes t o g i ve it, with no 

effective alternative . Because the LEC is 

not only the AAV's c rucial s upplier, but 

also - - from the LEC's perspective -- its 

primary compet i tor, t he AAV i s left in an 

unenviable competi t ive posture. The AAV's 

situation is akin to t hat which Ford Motor 

Company would f ace i f it were required t o 

use Genera l Motors e ngines i n all of its 

cars, and could not cont r act with another 

company or bui ld its own e ngi nes . Just as 

Pord would be unabl e to i n f luence the 

quality and cos t of a key e lement of its 

product, s o too is the AAV l e ft wi thout 

the ability to control an essent ial part 

of its service and cos t s if it cannot 

insist on phys i cal collocation. 

Q. What LECs should be required t o provide 

expanded interconnect i on? 

A. All LECs, i ncluding non -Tier I LECs (those 

with less than $100 mil lion i n annual 

revenues from r egulated s e rvice) should be 

included in a n i ntrastate i nter connect ion 

policy in Florida. I nter connec t i on 

18 
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2 5 9 

pe~its the dynamic development of the 

telecommunications infrastructure in the 

most cost -effective, efficient manner. 

Consumers benefit from a strengthened 

infrastructure and an abundance of choice 

made possible by competition. These 

benefits should be available to all 

consumers. 

Where should expanded interconnection be 

offered? 

LBCs should offer expanded interconnection 

in all central offices, state-wide . 

Who should be allowed to interconnect? 

LBCs should offer expanded interconnection 

for special access to al l parties who want 

to te~inate their own special access 

transmission facili ties at LEC central 

offices, including AAVs, IXCs and end 

users. 

What standards should the Commission 

require for physical a nd/or virtual 

collocation? 

TOG has pursued interconnection with LBCs 

19 
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for over seven years and has found that 

the following standard should apply for 

competitive interconnection: 

The interconnection 
arrangement must provide 
TOG with the same 
capability to connect its 
high capacity fiber optic 
network to the LEC's 
central office facilities 
and the LEC's ubiquitous 
low capacity loop network 
in a manner which is 
technically, operationally 
and economically comparable 
to the way that the LEC 
connects its own high 
capacity facilities to the 
LBC central office 
facilities and loop 
network. 

Basically, a competitor must be able to 

use ita own equipment and facilities for 

the central office interconnection to the 

greatest extent possible and rely on its 

dominant competitor to the least extent 

po8aible. In addi t i on, competitors must 

be able to select the interconnection 

electronics at the central office and be 

able to remotely monitor and control the 

equipment. 

TOG's interconnection standard is as 

equally applicable to virtual collocation 

20 
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as it is to physical collocation. Virtual 

arrangements are acceptable if the 

characterist ics of the non-collocated 

interconnection are virtually the same as 

the characteristics o f collocated 

interconnection . This is where Florida 

must improve on t he FCC 's policies if it 

authorizes virt ua l colloca t ion. 

The FCC's standard f o r virtual collocation 

is inadequate because it allows the LBCs 

to install, repair and maintain equipment 

to meet the LEC's s t anda rds rather than 

the interconnector's standards. This · 

allows the LEC to control the essential 

character of an AAV's services . Unless 

the Commission allows the AAV to define 

the service standards f or virtual 

collocation, it will not facilitatg true 

competition. TCG suggests t he standard 

New York implemented for virtual 

collocation which i s t hat it must be 

•technically a nd economi ca l ly comparable 

to actual collocation . " 
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Should collocators be required to allow 

LBCs and other parties to interconnect 

with their networks? 

As monopoly providers of essential 

bottleneck facilities, LECs need to be 

required to provide physical collocation 

to interconnectors. However, non­

dominant, competitive carriers need no 

such requirement. As competition for 

private line services develops, a 

competitor would be foolish to reject a 

collocation request and the asaociated 

revenues. The potential interconnector 

will simply move on to the next provider. 

Por this reason, a requirement that 

collocators should provide interconnection 

to the LBCs and other parties is 

unnecessary . 

What standards should be established for 

the LBCs to allocate space for 

col locators? 

TOG agrees with t he PCC ' s method of 

requiring L~C~ to provide space for 

phy•ical collocation on a first come-first 

served basis . However, we believe that 

22 
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apace will become less of a concern in the 

future as transmission equipment becomes 

smaller and available CO space increases. 

It is also appropriate for carriers to 

consider interconnection demand for 

central office space when remodeling or 

building new central offices just as they 

would consider future demand for other 

services. 

It is also i mportant that the Commission 

require LECs to offer virtual collocation 

if physical collocation space becomes 

filled to capacity. They should not be 

permitted to turn away potential 

interconnectors for t his reason. 

Q. If the Commission permits expanded 

interconnection, should it grant pricing 

flexibility t o the LECs for special access 

and private line services? 

A. No. If competitors cannot compete for t he 

local transport portion of switched access 

services , and consumers do not have 

effective f reedom o f c hoi l't•, J.H' lcing 

flexibility for local e xchange carriers is 

23 
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inappropriate and disproportionate to the 

level of actual competition that will 

develop as a result of I CI 's petition. 

The Commission must be careful not to 

confuse the presence of a competitor with 

a competitive market . AT&T recently 

1tated that 99.866t of t. hei r acce•• 

11rvict1 aro hAndl nd by lo ftl xchan91 

carrier•.• e1 ~rl y 'h~ ij lM no eomp ti ion 

eor ace••• a rvi,o ~, v n 'h6ugh t hor• may 

bt the prtltncft of ~ competitor. 

14 Local e~change carriers do not require any 

15 pricing flexibility to compete with 

16 interconnectors when those interconnectors 

~7 are unable to address ?St of the total 

18 access needs of consumers and consumers 

19 are penalized for exercising their freedom 

20 of choice in those situations where t hey 

21 deaire to take service trom a competitor. 

22 

23 So long AI i nt 1' <!01111• ,,. , 01 '' n 1 hftndi eApp d 

24 with line · of · bulin ~~ rostrietion• and 

25 •a.., Cgmmunicationa Qaily, March 25, 1993 at 1. 
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consumers are denie d freedom of choice , 

local exchange carriers should not be 

pe~itted to "lock up" the existing 

special access and local transport market 

by lowering their prices for long-te~ 

contracts which consumers are unable to 

escape. 

Q. What collocation rates, terms and 

conditions should be tari ff ed by the LBCs? 

A. To promote uniformi t y a nd facilitate 

effective interconnections, LECs should 

tariff the following non - recurring rate 

elements: cage construction, power cabling 

and racking and the cable pull. 

Interconnectors should have the option to 

eomplete these tasks themselves. 

LBCs should tariff the following recurring 

rate elements: cable space , c ross -connect, 

floor space and e l ectr i c power. 

It is critical that t he Commission ensure 

that LBCs indicate i u the ir tariffs that 

they will abide by the following terms and 

conditions. Rearrangeme nt charges are 

25 
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thoae applied to a customer to reconfigure 

special services within a central office. 

It is crucial that these charges be non­

discriminatory s uch t hat there is no 

difference in t "'"" d1.ar q••H t o the customer 

whether the circuits remain as the LBC's 

circuits or are transferred from a LBC to 

an interconnector or from an 

interconnector to a LEC. Interconnectors 

must be given channel assignment control 

which refers to the determination of the 

&8signment of individual channels on a 

customer circuit . An interconnector must 

have control over the assignments so they 

can be made quickly. 

Many customers of interconnectors insist 

that they be allowed to order and bill for 

end user circuits under a letter of agency 

authorization . Interconnectors must be 

pe~tted to use letters of agency . 

Bscort and eviction terms must be limited 

to prevent LECs from usi ng these 

mechanisms as a way to invalidate the 

usefulness of a central office 

interconnection arrangement. LECs should 

26 
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only force an interconnector to relocate 

within a central office under extreme 

circumstances and must give reasonable 

notice to the interconnector . 

Rea•onable installation time frames should 

be tariffed. Government compliance should 

be the responsibili t y of the LEC. 

Interconnectors should be allowed to 

purchase their own insurance. There 

should be no restrictions placed on 

interconnectors by LECs regarding the 

types of equipment t hat can be installed 

a• long as it can be used to terminate 

ba8ic transmission facilities. Finally, 

the Commission should ensure t hat the 

LBCs' liability language for 

interconnections is reasonable . 

Q. Should all special access and private line 

providers be required to file tariffs? 

A. No. The Commission determined in Order 

No . 24877 that customers using the 

services of AAVs understand that they are 

dealing with a competitor to the LECs and 

can choose to go bac k to u s ing the LEC for 

27 
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all their service needs if they are 

dissatisfied with the AAV . The Commission 

concluded the filing of tariffs would 

provide limiteq benefit. If the 

Commission does require AAVs to file 

tariffs, it should adopt streamlined 

filing procedures (~ .• rate bands and 

short notice periods) . 

How would ratepayers be financially 

affected by expanded interconnection. 

Ratepayers will benefit financially from 

expanded inter connection . To the extent 

that expanded interconnection leads to 

increased competition for access services, 

ratepayers will benefit from LEC efforts 

to increase efficiency and lower costs . 

The LBC should flow through these 

efficiencies and cost r eduction to 

consumers . 

Should the Commission grant ICI's 

petition? 

Yes. Based on the p o int s 1've made about 

the benefits of expanded interconnection, 

the Commission should grant I CI 's petition 
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A. 
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to permit .AAV provision of special access 

and private line services through 

collocation arrangements in local exchange 

company central offices . 

Does this conclude your testimony? 

Yes. 
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1 Q (By Mr. Hoft.an) Mr. ~ouroupas, so the 

2 record i• clear, you have appended no exhibits to your 

3 prefiled direct te•tiaony1 1• that correct? 

4 A correct. 

5 Q Have you prepared a su .. ary of your direct 

6 te•tiaony? 

7 A Ye•, I have. 

8 Q WOUld you plea .. provide your summary? 

9 A Tbank you. TOG believes that the co .. ission 

10 •hould grant ICI'• petition for expanded 

11 interconnection. Expanded interconnection for special 

12 acce•• and private line .. rvice is in the public 

13 intere•t and i• lawful under Florida statutes. It 

14 provide• •ignificant benefits to consuaers in Flor!.da 

15 a• vell. 

16 TOG believe• that the co .. ission should 

17 airror the expanded interconnection policy developed by 

18 the Federal co..unication• co .. ission adding a few 

19 illprov-.au. 

20 Pir•t, Florida should require interconnections 

21 at a DS-3, DS-1 and a DS-0 level to extend the benefits of 

22 collocation to •aaller custoaers. 

23 The Ca.ai••ion should al•o institute a •tresh 

24 look• provi•ion •irroring the latest •fresh look• 

25 provi•ion adopted by the FCC that allows custo .. rs to 
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1 terainate long-tera contracts of three years or greater 

2 vith the LBC at a ainiau. penalty in order to avail 

3 th ... elves of the new coapetitive opportunities 

4 available. 

5 Pinally, Plorida should also allow 

6 interconnecton to provide the local transport portion 

7 of switched accea• interconnection, which is 

8 .... ntially a private line •ervice as well. 

9 Most iaportantly, Florida should require all 

10 the LBC• to offer collocation on a physical basis, 

11 leaving open the option of negotiating a virtual 

12 arrang~t. The •pace for these arrangeaenta •:::an be 

13 allocated on a first-coae-first-aerve basis. 

14 As a final aatter, in regards to the issue of 

15 pricing flexibility, TCG does not believe it is 

16 appropriate at thi• ti .. to grant the LECa additional 

17 pricing flexibility. 

18 That's the •u.aary of ay testiaony. 

19 

20 

21 

22 

23 

24 

25 

riCJ)lt? 

D. BOPPIIAII: Thank you, Mr. J<ourpoupaa. 

He'• available for cross. 

OOMKlSSIOK!R CLARK: Mr. Wiggins. 

D. WIGGINS: Are you starting with ae? 

COIDIISSIOIID CLUU(: No, you should be last, 

MR. WIGGINS& With luck. 
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1 COIIIIISSIONER CLARK: Mr. Erwin. 

2 CROSS EXAMINATION 

3 BY KR. ERWIN: 

4 Q Mr. Kouroupa•, were you present in the roo• 

5 during the croe• exa.ination of Mr. canis that I 

6 conducted recently? 

7 A Y .. , I wa8. 

8 Q And do you have any di•aqreeaent with the 

9 an8Ver• that were 9iven to the que•tion• that I po•ed 

10 to Kr. cani•? 

11 A I can't •ay that unequivocally. I'd need to 

12 bear tbe •pacific que•tion•. I •ean there are 

13 Q You don't r ... aber the questions that I ••ked? 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

There were •o.. nuances to the an•wera that I 

•ight not have agreed with, and there are ao•• nuances 

tbat I aigbt have a9reed with. I don't want to •ay 

flat out that I agree with everything that wa• •tated 

in that exchange. 

Q Do you agree that the non-Tier 1 LEC• •hould 

be 9iven a regulatory treat .. nt that differ• fro. the 

Tier 1 LZC8? 

A To tbe extent that non-Tier 1 LECs are 

currently regulated differently fro• Tier 1 LECs; those 

difference• •hould continue to be reflected in the 

CO..i••ion'• rule• and policies. 
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abould have to tile a tariff aa a result of thia 

proceed inc)? 
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A Aa a r .. ult of thia proceeding, the non-Tier 

1 LBCa don't neceaaarily have to file a tariff; 

however, it they elect to provide interconnection, it 

abould be on a tariff baaia. 

Q Well, it they elect not to provide 

interconnection? 

Gne of the poaitiona that TCG ia advocating 

11 in thia proceediftC) ia that the non-Tier 1 LECa be 

12 required to provide interconnection but to do ao only 

13 upon a bona fide requeat. After a bona fide requeat ia 

14 received, TCG would expect the non-Tier 1 LECa to file 

15 a tariff tor that aervice aa well. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Well, after a requeat for interconnection ia 

aade by an AAV to a non-Tier 1 coapany and the non-Tier 

1 ca.pany tella you to take a hike, then what do you 

want ua to do, or what do you want to do at that point? 

Do you want to do aa Mr. cania would do, and, that ia, 

have the PSC decide what appropr late teras and 

conditione of interconnection aiqht be, or do you want 

aoMthing elae to be done? 

A TCC would prefer that the Coaaisaion in thia 

proceeding oonfira the tact that non-Tier 1 LECa are 
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required to provide interconnection so that they could 

not tell ua to take a hike. we would prefer that the 

non-'l'ier 1 LBCa al.o be required to provide it on a 

phyaical baaia unleaa they can negotiate a satisfactory 

virtual arra....-nt vitb the AAV . In that instance, 

you know, ve can 90 down the avenue of a virtual 

arrang...nt or a phyaical, depending on how the 

neqotiationa 90. 

Q Well, I'a not sure that I understand what 

you're aaying. Do you want this Coaaisaion to set the 

teras and conditions for interconnection as a result of 

tbia proc••ding, or do you want there to be 

neqotiationa between the AAVs and the non-Tier 1 LECs? 

A I would prefer that the coaaission ea~ablish 

tbe policy that interconnection applies to all LECs in 

Plorida, and that the consuaers throughout the state 

will benefit fro. the expanded interconnection policy. 

Q I don't believe you answered the question, 

vbich vaa, do you want the Coaaission to establish the 

teras and conditions for interconnection as a result of 

tbia proceeding, or do you suggest that the AAVs and 

the non-Tier 1 LBCs should negotiate ter.s and 

conditions, and failing that, have the •atter resolved 

by the CO..ission? 

A Tbe Ca.aission should establish the teras and 
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condition• in thia proceeding . 

Q Okay. •ow, how likely do you think it ia that 

there ia going to be a requeat for interconnection of a 

non froa an AAV to a non-Tier 1 LEC any ti.. aoon? 

A I cannot aake an eatiaation on that. 

Q Do you know of any other coapaniea that have 

granted interconnection aa far aa intraatate a~cial 

accaaa and privata line connection• are concerned? 

A Of any non-Tier 1 coapany or any coapany? 

Q Any caapaniea? 

Any ca.paniea that have granted 

12 interconnection, yea. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q 

A Yea, they are all classified as Tier 1 

coapaniea. 

Q And do you have any ideas or just apeculation 

on your part aa to vhen you aight get down to the 

non-Tier 1 co.paniea inaofar aa requesting 

interconnection ia concerned? 

A It would be juat speculation on ay part. 

However, the induatry ia aoving at such a rapid pace 

that it could caae aooner than any of us really 

iaagine. 

Q If the Coa.iaaion aeta teras and condition• 

for interconnection aa a reault of this docket and it's 
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1 ten yeara before an AAV a•k• a non-Tier 1 ~c for 

2 interconnection, do you think that the rate• and tera• 

3 for interconnection would •till be appropriate at the 

4 end of tbat period of tiae? 

5 A It'• hard to •ay whether it is or not . In 

6 the event that it i• not, I i•aqine the non-Tier 1 LECs 

7 a• well aa the AAV would approach the co .. i••ion and 

8 aak for .edification. 

9 Q Doean't that ju•t •ort of aake double .work 

10 for ua rigbt nov rather than ju•t waiting until you 

11 aake a requ .. t in eatabli•hinq tera• and condition• at 

12 that tille? 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A It could be aaid that that would create 

double work a• well in the •ense that we would have to 

once a9ain 90 throu9h thi• whole process to settle the 

teraa and condition• of interconnection fro• a non-Tier 

1 LBC to an AAV. 

KR. IRWIN: I don't think I have any further 

queationa. I think we can qo round and round here for a 

lonq ti .. , ao I'll juat terainate this line of 

que•tionift9. Thank you. 

COMMISSIONER CLARK: Mr. Carver . 

KR. CARVER: Ye•, I have a few que•tion•. 
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rep~t Southern Bell. 
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Firat of all, let .. a•k you a few que•tion• 

about your •fre•h look• propoaal. 

In a •ltuatlon which a LEC has a contract 

vith a cuata.er and there are •oae initial in•tallation 

cbarqe• that are •pread out over the life of that 

contract, under your propo•al would the cu•to-r be 

able to terainate that contract without any teraination 

liability? 

A Ye8. 

Q Okay. And a• a re•ult of that, the LEC end• 

up loaing aoney on the contract because they can't 

recoup the installation charqe and the custoaer would 

•till be able to terainate. In other words, despite 

the fact that the LEC would lose aoney on it? 

A If there i• a deaon•tration that the LEC will 

loae JIOMY, perbapa the contract -- the teraination 

liability that would be iaposed would be -- I'a •orry. 

Tbe vay it'• aa.eti .. • handled is if it's a five-year 

contract and the cuato .. r terainates after three years, 

you redo the nuabera to prorate thea over three year• 

a• opposed to five and that becoaes the teraination 
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1 penalty that they vould pay vhat they would have 

2 noraally paid under a three-year contract, which 1• 

3 generally cheaper than a five-year contract. 

4 Q Okay. So then under what -- the propoaal 

5 tbat you have, then, the cuatoaer would have a 

6 teraination liability that would be equal to any 

7 unrecovered coata? 
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8 A It would be equal to the coat charged tor the 

9 length of ti .. tbey uaed the facilitiea, yea . 

10 Q Okay. ..11, do you conteaplate that under 

11 your p~al. that there would ever be a aituation in 

12 vbicb tbe LBC would be unable to recover their coat? 

13 No. TO the extent that the LEC ia utilizing 

14 atate-of-the-art electronic• •••ociated with fib•r 

15 technology, thoae technologiea -- that equip .. nt can be 

16 deployed el..vhere in their network. They •igbt be 

17 able to aalvage a good portion of their inveat .. nt. 

18 Q Okay. I'• not talking •o auch about aalvage; 

19 vbat I'a talking about i• a contract-apecific 

20 aituation. Do you enviaion under your propoaal a 

21 aituation where the cuato•er or whatever terainatea the 

22 contract, and at that point, what they had paid to the 

23 LBC would not cover the coat of providin9 that aervice 

24 to the cuataaer to that date? That'• ay queation. 

25 A Tbat would be •peculation on •Y part. I 
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i .. 9lne it could occur. 

Q Okay. And if that doea occur, that ia, if 

the LIC lo .. a .oney on the contract, I aaauae you would 

juat paaa that loaa on to the ratepayer? 

A No, I wouldn't juat paaa that coat on to the 

ratepayer. 

Q Okay. Well, hov would the LEC recover that loss? 

A Aa I .. td, there ia a lot of waya the LEC can 

alntalae that loa• to where there aay not be one. 

Q But aaaualng they could ainiaize it, thou9h, 

tben tbey would •1.,ly have to .. ~. that revenue up 

aa.1vbere el .. , aucb aa, for exaaple, raiainq ratea on 

other .. rvlcea? 

A Or the atockholdera could take a hit on that one. 

Q Do you have a apecific proposal one way or 

the other, or are you aaying that it should be below 

the line or above the line? 

A I would prefer that the stockholder• abaorb 

that loaa. 

Q I'• a little confuaed about your poaition on 

pricing flexibility. Are you a9ainat all flexibility 

or are you juat a9alnat additional flexibility? 

A Additional flexibility. 

Q Okay. So you have no problea, then, with 

contract .. rvice arranqe .. nta beinq used tor aervicea 
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1 that are aubject to collocation? 

2 A To the extent that the L!Ca currently have 

3 that pricing flexibility, we would not arque to change 

4 that policy. 

5 Q Okay. So then what'• been discussed in this 

6 doct.t, what you're really aqainat is zone density 

7 pricincJ? 

8 A If that'• the fora of pricinq flexibility the 

9 LBCa deaire, yea. 

10 Q Okay. In a aituation where for a L!C to provide 

11 a .. rvice in aa.e places in the state is leas expensive 

12 than to provide it in others, do you believe that they 

13 ahould have to charqe a statewide averaqe price, even 

14 though that'• going to be substantially above their cost 

15 for providing it in that specific location? 

16 A We're diacuaainq here the ace••• aarket, hiqh 

17 capacity linea that generally are only in population 

18 dena• areaa, ao the statewide averaqe pricinq on those 

19 ia pretty aiailar in the sense that all the -- you're 

20 averaging over qeoqraphically dense areas, so I don't 

21 ... that there would particularly be any low coat area 

22 and a high costa area that we would be able to exploit. 

23 Q Well, let .. ask you the question in the fora 

24 of a hypothetical. And I think I did that to begin 

25 with, but let .. ask it aqain. If you have an area 

FLORIDA PUBLIC SERVICE COMMISSION 



281 

1 where ca.t• are •ub•tantially higher than in another 

2 area, do you believe that the LEC ahould be able to 

3 price above it• co•t• •• they occur in each area, or do 

4 you believe tbe coat• above which they auat pr~.ce 

5 ahould be averaged •tatewide? 

6 A I don't have an opinion on that, on what the 

7 LBC•' pricing. I .. an, that'• a pricing deciaion on 

8 your part. I ... n, i• that what you're ••king, if the 

9 LBC it•elf •hould have that deciaion? 

10 Q I'• aakinq you to qive an opinion on that. 

11 

12 

13 

14 

15 

A 

Q 

llo opinion. 

So tben you would aay also the LEC •hould 

have tbe freedaa to aake that pricing deciaion, though? 

A Again, I have no opinion. 

IIR. CARVD: That'• all the queaticn• I 

16 have. Thank you. 

17 CROSS EXAMINATION 

18 BY liS. CASWELL: 

19 Q Good afternoon, Mr. ~ouroupaa . Juat have a 

20 few que•tion•. I'• Kia Ca•well with GTE. 

21 Aa I under•tand it, you believe that 

22 interconnection •hould be aandated at the os-o •• well 

23 aa at the DS-1 and DS-3 level•: i• that correct? 

24 A Ye•, it i•. 

25 Q Can you explain the difference between a os-o 
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1 as oppoeed to DB-1 and DS-3 in the interconnection 

2 anvirorment? 

3 A Tbe labels DS-3, 1 and o refer to the 

4 capacity of a circuit, DS-0 being the voice grade 

5 equivalent circuit able to carry one channel, DS-1 

6 JaOVing up 24 cbannels, and DS-3 beinq 672. So it's the 

7 different labels for the: different capacities. In an 

8 interconnection and a collocation arranqeaent, in order 

9 to MrVe, to interconnect to DS-0 circuits, you do 

10 require DS-1 to 0 .altiplexers to be placed in the 

11 collocation facility. 

12 Q And tbe roc did not require interconnection 

13 at the DS-0 level, did it? 

14 A No, the PCC did not. 

15 Q Do you know vhy they did not? 

16 A I'• not fully aware of the reasons why they 

17 chose that policy. 

18 Q Isn't it true that interconnection at the 

19 os-o level would require interconnection of nonfiber 

20 facilities? 

21 

22 

23 

24 

In the .. nse that ve aay be interconnecting 

to copper faciliti .. , that'• correct. 

Q In your testiaony you seea to assuae that 

under a virtual collocation arranqeaent the LEC would 

25 own the AAV's interconnection electronics . That's not 
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necessarily true, ia it? 

A We view the principal difference between 

physical and virtual -- actually I should say between a 

workable pbyaical and workable virtual to be ownership 

aa the sole difference. 

Q Under tbe PCC'a requireaents, virtual 

collocation requir ... nta, a LEC and an interconnector 

would be free to negotiate an arrangeaent tailored to 

their own particular circuastance, isn't that true? 

A 

Q 

'!'hat' a correct • 

In your direct testiaony you aention that 

12 interconnectora today are unable to address 75t of 

13 cona~r•' total acceaa needs. How is that fiqure 

14 calculated? 

15 A Baaed on our experience in selling access 

16 services, our indications are siaply that 75t of the 

17 acceaa needa of cuato-rs are for switched access 

18 services as opposed to the special access services . 

19 And to the extent that we're not peraitted to provide 

20 the local transport portion of the switched ace••• 

21 servicea, we're unable to address 75t of the aarket; 

22 therefore, handicapping us in the 25t of the special 

23 ace••• .. rket. 

24 

25 

Q Okay. I have nothing further. Thank you. 

COIOIISSIONER C.LARJ(: Mr. Tye . 
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1 IIR. 'l'YB: Mo question• . 

2 COMMZSSIONER CLARX: Mr . Wahlen. 

3 CROSS EXAMINATION 

4 BY IIR. WAHLEN: 

5 Q I'• Jeff Wahlen. I represent ALLTEL Florida, 

6 Inc. 

7 Do you knoW the nuaber of ace••• linea served 

8 by non-Tier 1 local exchange co•panies in Florida? 

9 A I'• not aware of the exact figure. 

10 Q Would you agree, subject to check, that it's 

11 le•• tban 3' of tbe ace.•• lin•• in Florida? 

12 

13 

A I would a9r .. to that. 

IIR. WAHLEN: Thank you • 

14 COIDIISSIOIID CLUUC: Mr. Dunbar. 

15 IIR. DUIIBAR: No questions. 

16 COMMISSIONER CLARK: Mr . Wiggins. 

17 CROSS EXAMINATTON 

18 BY MR. WIGGINS: 

19 

20 

21 

22 

23 

24 

25 

Q Does your co~ny have contracts with users 

vbo reach you through interconnection arrange .. nta with 

the LBC? 

A Yea, ve do. 

Q In any of tbo.. arranqe .. nta is the LEC leg 

to you a leg where tbere ia no diversity or redundancy 

of routinq? 
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A In a phy•loal •en•e, ye•. 

Q Okay. Fro• your cu•toaer'• per•pective, to 

the extent that you know it, doe• your -- your network 

ha• the diveraity and redundancy of routing, thoughl i• 

that correct? 

A Yea. 

Q Okay. Doe• that quality of your network 

atill offer value to the cu•to .. r? 

A v .. , it doe•. While we aay not provide full 

end-to-end diveraity, we at lea•t get thea halfway 

there, ao to aay, and it'• better than the exi•tin9 

circu.atancea they operate under. 

MR. WIGGINS: Okay. No further queationa. 

COMMISSIONER CLARX: Staff. 

CROSS EXAMINATION 

BY KR. IIURPHY: 

Q Mr. Xouroupaa, I'• Charlie Murphy on behalf 

of the co .. iaaion Staff. Have you received a copy of 

Bxhibita PJC-1 and 2? 

A 

Q 

Yea, I have. 

I underatand that there'• an errata •heet 

22 tbat haa been handed out for the depo•itior. exhibit, 

23 but with tbe exception of that, are theae exhibit• 

24 accurate to the beat of your knovled9e and belief? 

25 A Yea, they are. 
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1 KR. MURPHY: Staff would a•k that the 

2 exhibit• be aarked for identification . 

3 COMMISSIONER CLAR~: P~-1 la ~xhibit I. Aa I 

4 correct, 11r. Pruitt? 

5 KR. PRUITT: Yea. 

6 COMMISSIONER CLAR~: And P~-2 vill be Exhibit 9 . 

7 (Exhibit Noa . 8 and 9 aarked for 

I identification.) 

9 KR. MURPHY: And Exhibit 8 would be, 

10 •Re•pon .. to Staff Interroqatoriea,• and Exhibit 9 

11 would be •oe~ition Tranacri pt with Errata sh .. t.• 

12 Q (By llr. Murphy) To paraphraae, you've atated 

13 that if non-Tier 1 L!Ca are not required to offer 

14 collocation, the conauaera will be divided into 

15 tel~unicationa' •havea• and •have nota• ; i• that 

16 correct? 

17 

18 

19 

A 

Q 

A 

That'• correct. 

Who ahould be allowed to interconnect? 

AAV• •hould be peraitted to interconnect with 

20 the local exchange carrier•, both Tier 1 and non-Tier 1 . 

21 Q Should anyone elae be allowed to 

22 interconnect? 

23 A TOG take• no poaition on whether to allow 

24 co.paniea u.ing nonfiber technology to interconnect 

25 vith the local exchange carrier• . 
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3 expanded interconnection con•i•tant with the Federal 

4 Ca..un1cat1ona' rulaa you can allow IXCa, and ue•r• and 

5 ~ to interconnect or AAVa to interconnect with the 

6 LIC network. 

7 Q Okay. Should the Florida co .. ission require 

8 the LICa to fila rata ala .. nts in their intrastate 

9 expanded interconnection tariffs which airror the rata 

10 el ... nta in their interatate tariffs filed with the 

11 FCC? 

12 A Yea. 

13 Q Do you agr .. with the FCC •tandards for 

14 allocating •pace? 

15 A Yea, on a firat-coae-first-serve basi•. 

16 Q Where available? 

17 A Where available. 

18 Q If pricing flexibility for the LECs i• 

19 granted, ahould it be delayed? 

20 A I'• •orry, could you repeat that? I didn't 

21 quite bear it. 

22 Q If pricing flexibility for the LECs i• 

23 granted in thi• docket, •hould it be delayed? 

24 Q Yea. One of the difficultie• TOG ha• with 

25 tbe FCC'• order on inter,connection is the fact that 
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1 they 9rant pricing flexibility on Day One vhen, in 

2 tact, there i• not a co•petitive aarket on Day One. It 

3 takea aa.e ti.. for co•panle• to educate con•uaer• that 

4 they even exiat, and other such efforts, aarketinq 

5 effort• and vbatnot. To qrant the LEC• pricing 

6 flexibility on Day One is disproportionate -- it'• a 

7 di•proportionate re•ponae to the level of co•petition 

I that'• actually out there. 

9 Q Hov do you envi•lon that prlcinq flexibility 

10 could be 9ranted to be iaple•ented over tiae? How 

11 would you ... thi• working? 

12 A You could either take an approach that brings 

13 in pricing flexibility after a certain tiae period or 

14 you could do it in a aanner ba•ed on the nuaber of 

15 circuit• activated by AAV8 . And vhat tho•• exact 

16 nuabera are, I'• not prepared to say at this point. 

17 

11 

19 Redirect. 

JIR. IIURPIIY: That's all staff has. 

COMMISSIONER CLARK: co .. issioner•. 

20 JIR. HOPPIIAII: No redirect. 

21 COMMISSIONER CLARK: Thank you , Mr. 

22 ltouroupaa. 

23 

24 9 . 

25 

IIR. MURPHY: Staff would aove exhibits 8 and 

COMMISSIONER CLARK: Without objection shov 
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1 exhibit• I and 9 entered into the record . 

2 (Zxhibit No•. 8 and 9 received into 

3 evidence.) 

4 (Witne•• Kouroupa• excu•ed . ) 

5 - - - - -

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

COMMISSIONER CLARK: M8 . Ca•vell. 

118. CASVZLL: Mr. Beauvaia, have you been 

•vom? 

WITIIBSS BEAUVAIS: Yea. 

BI*ARD C. BEAUVAIS 

va• called a• a vitne•• on behalf of GTE Florida, Inc. , 

and, having been duly •vorn, te•tified as follow•: 

DIRECT EXAMINATION 

BY liS. CASVZLL: 

Q Plea .. •tate your na .. and buain••• addr•~• 

for the record. 

A My na.e i• ldvard c. Beauvaia, 600 Hiddsn 

Ridge, Irving, Texa• 75038. 

Q By vboa are you eaployed? 

A 

Q 

By GTE Telephone Operations 

And in vbat capacity? 

A A8 chief econoaiat. 

Q Did you •ubait written direct testiaony in 

thi• proceeding? 

A Ye8, I did. 
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1 Q Do you have any additions, correction• or 

2 deletion• to that teatiaony? 

3 A I do not. 

4 Q So if I have aak you those sa•e questions 

5 today your answer• would reaain the sa•e? 

6 
Yu, -·-· 

7 MS. CASWELL: At this point, co .. issioner 

8 Clark, I would aak to .ave Hr. Beauvais' teati.ony into 

9 the record •• though read. 

10 a.laSSIONER CLARX: It will be entered into 

11 the record aa thOUCJh read. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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DIRECT TE&nMONY OF EDWARD C. BEAUVAIS, Ph.D. 

2 Q, PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

3 A. My name is Edward C. Beauvais; my business address is 600 

4 Hidden Ridge, Irving, TX 75038. I am employed by GTE 

I Telephone Operations as Chief Economist in the Regulatory Policy 

• 
7 

end Governmental Affairs Department . 

8 Q. WILL YOU PLEASE STATE YOUR EDUCATION AND BUSINESS 

I EXPEIIEifCI7 

10 A. My professional resume with a partial listing of my professional 

11 publications end appearances is contained in Schedule ECB-1. 

12 

13 Q. HAVE YOU PREVIOUSLY APPEARED BEf:ORE THIS 

14 COMMISSION? 

15 A. Yes. I have appeared before the Commission in Docket No. 

18 900833-TL, and In Docket No. 910757-TP, as well as in several 

17 workshops held by the Commission. 

18 

19 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY TODAY? 

20 A. My testimony today addresses the policy issues raised by the 

21 Commission In Its Order No. PSC-93-0811 -PCO-TP of May 26, 

22 

23 

24 

21 

1993 In this docket concerning issues associated with expanded 

Interconnection with the local exchange network. The issues I 

will present are closely interrelated, so that an 111tograted approach 

will enable e cohesive discussion of the policy directions 

1 
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neceaury to satisfy the complex concerns this docket 

encompasses. With the further development of competition in the 

local exchange market, the Florida Public Service Commission 

(•Commission•) must comprehensively address the issues facing 

all telecommunications providers and consumers in Florida. 

Complex and significant issues such as colocation, unbundling and 

elimination of resale restrictions and their associated impact on 

pricing levels and structures should not be handled through a 

lingle proceeding. 

While all of these various interconnection issues are interrelated 

and need to be recognized as such, expansion of competition in 

the local market should be approached incrementally. The 

successful transition to a more open, competitive marketplace 

requires careful balance and timinn of nctivitios. The worst 

possible alternative is to proceed along an "all or nothing" path 

and implement flash-cut measures only to arrive at an undefined 

competitive environment with undetermined consequences. To 

prevent this outcome, GTEFL urges the Commission to take a 

series of steps to fully investigate the impact of competition upon 

local exchange carriers (•LeCs" ), alternative access vendors 

(•AAVs•), other service providers und cortwnly tho impact on 

consumers. 
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Q. 

A. 

2 ~ ~ 
COULD YOU PLEASE BE SPECIFIC AS TO WHAT STEP& YOU 

WOULD RECOMMEND IN THIS INVESTIGATION? 

c.rt.inly. Specifically, GTEFL recommends that the Commission 

eddr ... the competitive impacts attendant lntermedia's petition 

• follows: 

1. Adell ... Intrastate special access interconnection 

flrlt. Thla 11 appropriate given the progress that has 

elrudy been made by the FCC. With the exception of the 

physical colocation mandate, GTEFL believes that the FCC 

requirements can be mirrored by the Florida Public Service 

Commiuion for intrastate purposes. As explained below, 

GTEFL strongly believes that the FCC mandate of physical 

colocation should be eliminated. 

2. Addreu the restructuring of switched transport. 

The FCC is also in the process of restructuring switched 

transport. &II Jransoon Bate and Structure Pricing, Report 

and Order, CC Docket No. 91 -213 (October 19, 1992). 

GTEFL recommends that the Commission adopt a policy 

conaiatent with the interstate dedicated/common transport 

rules and orders adopted hy thu rcc. 

3. Addreu Coating and Pricing Issues. Having 

established a policy in the recently-concluded Commission's 

crou-subaidy docket to establish a set of costing 

procedures to more effectively serve the broad issues 

Introduced by the lntetmedia Petition. a pricing project 
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should be initiated addressing pricing issues as well as tariff 

and r-le restrictions. GTEFL suggests a full scale 

Investigation of these issues either through an evidentiary 

hearing or a aeries of workshops. Completion of these 

workshops would not need to delay implementation of 

either expanded interconnection of special access services 

or the restructuring of dedicated/common transport . 

4. Addre11 ls1ua1 of general unbundling. A 

restructuring of dedicated/common transport and resolution 

of the coating/pricing issues are logical foundations for 

Initiating the unbundling phase. Because unbundling 

Involve• a fundamental restructuring of all LEC services and 

raises a myriad of public policy issues, a full scale eviden· 

tiefy proceeding will be necessary to adequately review all 

related iuue1 and determine the benefits and costs of 

unbundling. 

GTEFL urges the Commission to be prudent and exercise caution; 

too aggres1ive an agenda, trying to do everything at once, will 

only jeopardize the areas where immediate attention is most 

needed, 1pecial access interconnection and dedicated/common 

reltructuring. Technology is increasing at such a pace that 

competition in telecommunications is thriving without unbundling 

and expanded Interconnection. It is not correct to view these 

actlvitle1 a1 necessary for competition. However, in order for 
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A. 

:2 7 ~ 

unbundling, Interconnection and removal of tariff restrictions to 

contribute to the development of a compet itive market, GTEFL 

believes that these actions must be done in a coordinated manner 

and only after a full investigation of all the facts. 

WHAT CIRCUMSTANCES RESULTED IN TODAY'S HEARINGS? 

The petition brought by lntermedia Communications of Florida, 

Inc. c•1c1•) Ia a direct consequence of the FCC's Expanded 

Interconnection Order released on October 19, 1992. Expanded 

lntlrconrw;tlon with Local Telephone Comoanv Facilities, CC 

Docket No. 91 -141, Amendment of the Part 69 Allocation of 

Gtntral Suppoa Facilities, CC Docket No. 92-222, Report and 

Order and Notice of Prooosed Rulemakjng. That Order mandates 

that T11r 1 local exchange companies, including GTE, permit 

Interested paaies to colocate and interconnect their special access 

tranamluion facilities within the LEC's central offices. 

There are only two potential exceptions to this directive: 

(1) A formal state regulatory or legislative policy decision in 

favor of viaual colocation for expanded interconnection, or 

allowing LECs to choose which form of colocation to use for such 

interconnection; or 
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(2) A demonstration by the LEC that a particular central office 

lacka sufficient space to permit physical colocation. Expanded 

Interconnection Order at para. 41 . 

HOW DOES THE FCC DEFINE PHYSICAL COLOCAnON AND 

WHAT IS THE DIFFERENCE BETWEEN IT AND VIRTUAL 

COLOCAnON? 

It Is the FCC's opinion that physical colocation will promote 

competition resulting in new services, reduced rates, and 

lncrNMCI efficiency within the access market. The term physical 

colocetlon Is defined by the FCC as a situation where the •inter­

connecting party pays for LEC central office space in which to 

locate the equipment necessary to terminate its transmission links, 

and has physical access to the LEC central office to install, 

maintain, and repair this equipment." (Expanded Interconnection 

Order at para. 39.) In its Memorandum Opinion and Order 

adopted on June 8, 1993 in CC Docket No. 91-141 , the FCC also 

defines physical colocation as the "physical placement of the 

Interconnecting party's equipment in the LEC's central office. • 

Under the FCC's virtual colocation guidelines, interconnectors 

would designate the central office equipment dedicated to their 

use and monitor and control their circuits terminating in the LEC's 

facilities. (Expanded Interconnection Order at para. 44.) The 

lnterconnector's equipment would thus be located in the LEC's 
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central office under either a physical or virtual colocation scenario. 

The FCC's virtual colocation scheme requires technical 

Interconnection arrangements comparable to those anticipated 

with phyaical colocation. Also in its June 8th Order, the FCC 

defines virtual colocation as "interconnection adjacent to the LEC 

central office with economic and technical characteristics 

comparable to interconnection in the central office." The only real 

distinction Ia that, with virtual colocation, the demarcation 

between LEC and lnterconnector networks is neatly defined at a 

demarcation point very close to tho central office. In a physical 

colocatlon situation, "the interconnection point would not indicate 

a change In ownership of cable facilities." (~ Expanded 

Interconnection Order at para. 848 n. 201.) 

In Ita Order, the FCC also required LECs to file physical colocation 

tariffs within one hundred and twenty ( 1 20) days of the release 

of the Order, which was accomplished by GTE on February 16, 

1993 with an effective date ninety (90) days following, or May 

17, 1993. Included in this tariffing requirement are prices for 

floor space, installation non-recurring charges (NRCs), power and 

lighting and use of duct and riser space. The May 17th date was 

delayed until June 16th pursuant to ten parties filing petitions 

against the tariffs filed by the Local Exchange Companies (LECs) 

subject to the Expanded Interconnection order . 
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Q. 

£19 8 

WAI THE FCC EXPANDED INTERCONNECTION ORDER SUBJECT 

TO MY DIIIENT WITHIN THE FCC? 

Yn. The Expended Interconnection Order was issued not­

withstanding separate statements from Chairman Sikes and 

Commluioner Quello, both indicating serious reservations about 

mandetory physical colocation. In his dissent, Chairman Sikes 

expreued both legal and policy objections to mandatory physical 

colocetlon. He noted that mandatory physical colocation raises 

Mrioua questions about a "taking" or confiscation of local 

exchengecerrler prope·rty in violation of tho Fifth Amendment and 

a..ves unclear what problems the FCC is attempting to resolve by 

forcing LECs to offer physical colocation, especially when the 

Order Itself acknowledges that some parties might prefer virtual 

Interconnection arrangements. Similarly, Commissioner Ouello in 

his separate statement noted that "the only real difference 

between physical colocation and virtual colocation is whether the 

local exchange carrier or the interconnector installs, maintains, 

end repairs the interconnector's equipment." 

HOW DOES THE FCC'S ORDER ON EXPANDED 

INTERCONNEcnON AFFECT THE FLORIDA COMMISSION'S 

A.UTY TO IMPOSE FORMS AND CONDITIONS OF EXPANDED 

INTERCONNECTION THAT ARE DIFFERENT FROM THOSE 

IMPOSED BY THE FCC'S ORDER? 
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The FCC'a Order did not preempt the states. This Commission 

may retain some significant latitude to develop its own 

Interconnection policies in accordance with state-specific 

condltlona and concerns. This independent effort is essential 

IInce the Implementation of special access interconnection greatly 

acceleratn competition for local exchange services. The FCC has 

already announced and is actively pursuing the same type of rules 

for awitched Interconnection. The long-run impacts at the local 

and atate level are likely to be much larger than the impacts at the 

federal level. 

The Expanded Interconnection order stated the FCC's intention to 

exempt LECs from its physical colocation rec~uirements based on 

a formal declalon by a state legislature or public utility regulatory 

agency favoring virtual over physical colocation, or allowing LECs 

to choose the form of interconnection to use for intrastate 

expanded interconnection. The June 8th Memorandum Opinion 

and Order, however, shows that the FCC Intends to very narrowly 

define whet conatltutes a atate's right in establiahing ita own 

policy for expanded interconnection, even on an intrastate basis. 

Abaent any further actions, as a practical matter, I believe that the 

FCC hal effectively, if not legally, preempted tho Florida P.SC. 

DR. BEAUVAIS, IN RESPONSE TO MY PREVIOUS QUESnONS 

YOU INIMCATED THAT" ABSENT ANY OTHER ACTION" THE FCC 
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WOULD HAVE ESSENTIALLY DETERMINED THE 

INTERCONNEcnON POLICY FOR FLORIDA. ARE THERE ANY 

OTHER IUCH AcnONS CURRENTLY BEING TAKEN1 

v... On December 22, 1992, GTE along with Bell Atlantic 

Telephone Companies, BeiiSouth Corporation and BeiiSouth 

Teleconvnunlcations, Inc., Cincinnati Bell Telephone Company, 

Illinois Bell Telephone Company, Indiana Bell Telephone Company, 

Inc., Michigan Bell Telephone Company, I he Ohio Bell Telephone 

Company, Wisconsin Bell, Inc., Lincoln Telephone and Telegraph 

Company, Pacific Bell Telephone Company, Nevada Bell Telephone 

Company, The Southern New England Telephone Company, and 

The United Telephone Companies jointly moved the United States 

Coun of Appeals for the District of Columbia Circuit for a stay 

pending the review of the FCC's Expanded Interconnection Order. 

The filing with the Court followed FCC denial on December 18, 

1992 of four Petitions For Stay filed jointly by nine LECs including 

GTE, Ameritech, Southwestern Bell, and Bell Atlantic. The Joint 

Petition for Stay submitted to the FCC developed the legal 

arguments that imposing physical colocation on LECs const itutes 

a taking of propeny and that the FCC had failed to justify its 

reversal of previous policy decisions on mandatory physical 

colocation. The joint petition also showed that the FCC 

requirement to tariff physical colocation in every central office 

would lmpoH an enormous burden on LECs and that such 

burdens would cause irreparable harm since colocation in many 

10 
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offices may not be demanded for years, if ever. Despite the FCC& 

denial of the Petitions for Stay. it acknowledged that the original 

Expanded Interconnection Order was flawed when it issued a 

Memorandum Opinion and Order which significantly reduced the 

number of end offices and serving wire centers that are required 

to provide mandatory physical colocation initially. It is interesting 

to note that on the same day--December 18, 1992--that the FCC 

iu~ its denial of the requests for stay, Petitions For 

Rlconaideretion were filed with the FCC by the United States 

Telephone Association and GTE, among others. In addition, the 

t8tJonaJ AIIOCiatlon of Regulatory Utility Commissioners (NARUC t 

flied with the Commission objections to the actions taken by the 

FCC. With the issuance of its June 8th memorandum Opinion and 

Order, the FCC brushed aside the NARUC petition. At the 

moment~ the only other pending action is the substantive appeal 

of the Expanded Interconnection Order before the United States 

Court of Appeals for the District of Columbia Circuit. I have been 

adviMd by GTE attorneys, that mandatory physical colocation 

ralaes a significant legal issue in that it is a taking of LEC assets 

in violation of the Fifth Amendment to the United States 

Conatltution. GTE does not d isputu the hJct that regulatorv 

bodies such as this Commission and the FCC have the power to 

regulate telecommunications services in the public interest . 

However, that power, as exercised by the FCC in its Order does 

not extend to the taking of private property. 
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WHAT ARE THE POSSIBLE BENEFITS ASSOCIATED WITH 

EXPANDED INTERCONNECTION? 

The coati end benefits associated with expanded interconnection 

cannot simply be stated in terms ascribing the theoretical benefits 

usually aaocieted w ith more competitive marketplaces, for the 

type of competition being introduced has atypical characteristics. 

Conalder fore moment that under current authorizations in Florida, 

en AAV can construct facilities to any location for which right of 

wey can be obtained. Furthermore, with certain constraints, the 

AAV can provide a variety of services over those facilities to any 

customer it might secure. AAVs or other providers of 

telecommunications services can build, purchase, lease, or rent 

real estate assets to house their terminating netw•>rk equipment 

or any other facilities they might desire, subject only to zoning 

reatrlctions and market conditions. At any time, the AAV can 

purchase interconnection to the LEC network on the basis of filed 

ecceu tarlffl of Florida LECs. Expanded interconnection changes 

none of theae, save that under the terms of the FCC's Order, the 

LEC II now compelled to enter the real estate business and make 

apace available in its central offices to any party desiring such 

space. This action, of course, requires both a degree of 

unbundling and repricing of LEC services. A more accurate term 

might simply be •cheaper interconnection to the LEC network by 

non-LEC providers. • 
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The aituation that arises is vory sirnilm to u goa station operator 

with a very desirable geographic location. Due to the volume of 

traffic which passes his store on the nearby highways, the station 

operator doea a large volume of business. A new entrant would 

certainly find such a location to be very desirable to locate his gas 

station. Unfortunately, the spot is alrea«Jy taken. In traditional 

markets, the response would be for the new firm to either find a 

different location to open his business or to offer the current 

location owner a sufficiently high price to induce the current 

owner of the location to vacate and allow the new owner to 

assume use of the property. That is not the approach in the 

expanded interconnection context. In the expanded intercon· 

nection context, the existing station owner is required to make a 

portion of his facilities available to the new entrant thereby 

allowing the new entrant to compete with him at the same 

location. Certainly, this is not the typical form of geographic 

competition. Aalde from the unique circumstances attendant the 

FCC decision, however, expanded interconnection increases the 

scope of competition in the local exchange market. As a 

professional economist, I support competition . However, it is 

Important to examine the distribution of the costs and benefits of 

expending competition. After all, competition brings with it costs 

as well as benefits. 

13 



1 

2 

3 

4 

I 

• 
7 

8 

• 
10 

11 

12 

13 

14 

11 

18 

17 

18 

19 

20 

21 

22 

23 

24 

21 

Q. 

A. 

o. 

A. 

~ 0 4 

WHO WILL IE THE PRIMARY BENEFICIARIES Of EXPANDED 

INTERCONNEcnON1 

lnterconnectors, such as ICI, themselves will stand to benefit the 

moat from expanded interconnection. Depending upon the relative 

price elasticities in the market for special access services, firms 

such u AA Vs taking expanded interconnection may pass a 

portion of the savings along to their customers. Those customers 

are typically large business customers located in the larger 

metropolitan areas, such as Tampa. The impact upon LECs, small 

busineas customers and residential customers will depend on the 

nwnner in which specific interconnection arrangements are 

structured and the degree to which LECs are allowed by this 

Commission to respond to increasing competition by 

interconnectors. However. interconnection, especially with the 

mandate of physical colocation, may serve to harm LECs and their 

rural and residential customers. 

WHAT ADDITIONAL BENEFITS ARE CREATED FOR CONSUMERS 

BY THE MANDATE OF PHYSICAL COLOCATION7 

Physical colocation may harm LECs while providing little additional 

benefits to consumers. Although expanded interconnection may 

offer some benefits by encouraging additional competition, there 

are no additional benefits created by the physical colocation 

mandate. In fact, it is difficult to construct any rational or logical 

argument that physical colocation provides additional benefits to 
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competition that are not already available under virtual colocation. 

On the contrary, given the highly prescriptive nature of the FCC's 

Expended Interconnection Order. any anticipated benefits to 

conaumera 11 a result of expanded interconnection have been 

IUbat8ntiaUy diminished by restricting parties' ability to negotiate 

effectively. 

Indeed, the real economic consumer welfare benefit of a 

competitive market for a service is that mutually advantageous 

voluntary tradea among parties are maximized. By mandating 

phyaical colocation, at least one of the parties may be forced to 

enter into a trade it would not elect to enter on a voluntary basis. 

Such compulsion violates the very spirit of competition the FCC 

waaattempting to create through expanded interconnection. This 

aapect was recognized by Chairman Sikes. who stated: 

The highly regulatory and inflexible approach the 

Commission has adopted seems likely to create more 

concrete problems than the illusory ones it seeks to 

resolve. 

This lack of flexibility engendered by a physical colocation 

requirement severely thwarts one party, the LEC. from adequately 

repreaentlng its own interest, negotiating effectively and fulfilling 

its other service obligations. 

15 
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Mandatory physical colocation will sulJjoct LEC operations to 

aeveral levels of ongoing disruptions that will compromise its 

ability to improve and expand service in the most efficient way. 

Space allocation and exhaustion problems are perhaps an 

inevitable consequence of a physical colocation mandate. The 

FCC'a acheme requires the LEC to provide spac·e to 

interconnectors until space is "exhausted." Expanded 

lnttrCQOOICtion Order at para. 80 and Appendix 8, rule 

84.1401 (b). The Order fails to make any explicit allowance for a 

LEC to deny physical colocation when space remains in the central 

office. If central office space is allocated to interconnectors, the 

LEC may be forced to acquire additional space for equipment to 

meet the state's telecommunications needs. The result may well 

be increased rates for the average telephone subscriber. 

Moreover, the FCC's physical colocation scheme imposes upon 

lECs the burden of considering possible interconnector demands 

for space when remodeling or building central offices. This 

expectation is wholly unfair and inefficient . The LEC's capital 

planning process continues to become increasingly more difficult 

as the critical need for cost-cutting measures has grown along 

with competition in LEC business sectors. The FCC directive to 

anticipate physical colocation demands introduces an additional 

and unreasonable element of uncertainty into its capital planning 

efforts. Uhimately, ratepayers may be forced to bear the 

16 



1 

2 

3 

4 

I 

• 
7 

8 

I 

10 

11 

12 

13 

14 

1'6 

11 

17 

18 

19 

20 

21 

22 

23 

24 

21 

,:) ,J 1 

increased expense flowing from this unwarranted competitive 

diudvantege for the LEC. 

Phyalcal colocation may also create serious space constraints 

which will likely lead to future unnecessary conflicta. If, tor 

example, mandatory physical colocation within the central office 

is believed to confer some advantage, and not all parties can be 

eccommodated, then some will feel that the LEC conferred an 

advantage to those parties obtaining physical colocation over 

those who did not. 

Mandatory physical colocation may also lead to service 

arrangements which create an inefficient use of LEC central office 

apace for any given level of demand. The measures necessary to 

accommodate lnterconnectors will directly affect LEC costs and 

productivity. LECs will need to set aside separate space within 

the central office and then provide secure access to that space. 

Significant new construction may hu rnquirod, depending on the 

existing central office configurations. LECs will also be required 

to arrange for interconnectors' heat, air conditioning, electricity 

and other such services. Further, the LEC, who must accommo­

date each interconnector with separate transmission cable, will be 

unable to promote efficiency by sharing cables and equipment 

among cuatomers. 
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In addition to the LEC's direct costs of accommodating 

interconnectors in its facilities, a physical colocation rule will force 

the LEC to bear increased administrative expenses. Employees 

wUI need to develop charges and file turlffs to cover space rental 

and auociated services (heating, power, etc.). As I noted earlier, 

LECs will be required to undertake the likely futile effort to 

incorporate potential future space demands in their long-range 

expansion and remodeling plans. Forecasts will thus need to be 

reviled-- and additional costs incurred .. as interconnectors' plans 

become known. 

All of the costs flowing from a physical colocation mandate can 

never be recovered. Many of the most substantial, ongoing costs 

will remain unquantifiable because they derive from 1njection of 

Inefficiencies into the day-to-day operations of the LEC. Among 

other things, LEC employees must suffer construction intrusions 

every time the office needs to be reconfigured to accommodate 

lnterconnectors. LEC personnel will lose immediate unrestricted 

access to all parts of their facilities, as well as the ability to freely 

exchange information about LEC plans and operations. 

Although the interconnectors may argue that increased inefficien­

cies on the pert of the LEC is a price to be paid for competition, 

the number of disruptions and degree of inefficiency can be 
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decreuecl with virtual colocation arrangements without an 

appreciable negative impact upon interconnectors. 

Additionally, mandatory physical colocation will remove the LEC's 

ability to insure network security and reliability, as Chairman Sikes 

recognized in his dissent from the FCC's physical colocation rule. 

Today, one of the LEC's chief means of guarding against harm to 

the network is its complete discretion to control entry to its 

central offices. Without this authority, the potential for both 

Inadvertent and intentional interference with LEC operations 

increaHS dramatically. 

Finally, safety hazards in collocators' spaces could affect the 

entire central office. The LEC will have little authority over the 

lnterconnectors' activities, equipment and installation methods. 

Because interconnectors' areas will be locked, the ability of LEC 

employees to quickly and effectively respond to emergencies will 

be substantially diminished. 

GIVEN THE COSTS ASSOCIATED WITH MANDATORY PHYSICAL 

COLOCATION, DOES GTEFL SEEK TO HAVE THE FLORIDA 

COMMISSION ORDER EXPANDED COLOCATION IMPLEMENTED 

ON A VIRTUAL BASIS INSTEAD? 

No. Although many parties may contend that virtual colocation 

arrangements are the most efficient, GTEFL is not advocating a 
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virtual colocation mandate any more than it is advocating one for 

physical colocatlon. Rather, GTEFL is only asking for an equal 

right to negotiate an expanded interconnection arrangement with 

ita customers/competitors. GTEFL desires to maintain its property 

rights in ita structural assets as well as to manage its businesses 

and fulfill ita obligations to customers and stockholders, without 

being compelled by regulatory authority to accommodate architec-

tural and rate design imperatives which impose inefficiencies in 

network design, provisioning and administration. With a physical 

colocatlon mandate, the LEC has no choice; it must provide 

physical colocatlon regardless of the inoffic•erlc•os or disruptions 

created. 

As a broader issue, at present it is far from clear that anv benefits 

will accrue to consumers on the whole because of physical 

colocation. Clearly any benefits ascribed to expanded intercon-

nectlon will accrue directly to requesting interconnectors who, 

unlike LECs, can customize service offerings and price beneath the 

LECs' tariffed rate umbrella. Likewise, the interconnectors' 

customers, who are typically large urban businesses with the 

market influence to attract competitive service vendors, will also 

benefit. 

GTEFL believes, however, that the benefits realized by the large 

players will be at the expense of the smallur ones. the rural and 
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reaidentiel cuatomers. If the large urban business customers 

dlloonttnUI L!C tetlffed services and substitute lnterconnectors' 

aervicea, inherent contributions/subsidies which benefit rural and 

residential customers wili be lost. These subsidies are inherent in 

the requirement that the LECs charge statewide averaged tariffed 

rata for their services despite the fact that service costs vary as 

a function of terrain, traffic and household density. These 

contributions generally support residential and rural customers, 

who are charged prices for service provisioning that ~re lower 

than related costs, using revenues obtained from business and 

urban customers, who are charged prices higher than their 

causally related costs. 

Any potential benefit to the rural customer is likely to be deferred 

to the indefinite future, due to the alternative ruovider's complete 

discretion regarding Its customer selection. By contrast, the loss 

of the contribution and the resulting increase in rates is a very real 

possibility. Any proceeding which fails to fully consider the 

impact upon all contribution and support mechanisms could 

seriouslv deteriorate the quality and availability of service 

preaentlv enjoyed by the more rural citizens of Florida. 

WHILE THIS DOCKET IS CONCENTRATED ON THE ISSUES 

ASSOQATED WITH EXPANDED INTERCONNECTION FOR 
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SPECIAL ACCESS. ARE THERE ANY RELATED ISSUES THE 

COM••oN SHOULD KEEP IN MIND? 

Yu. Even more so than the case of expanded interconnection for 

special eccesa, expanded interconnection for switched access is 

likely to piece a very significant strain on the overall support flows 

In the Industry, due to the current pricing mechanisms. Current 

pricing arrangements rely on the continued flow of contribution 

from switched access services and intralA TA toll services to 

eltow GTEFL and other lECs to retain a low average basic R1 

service price. As other service providers attempt to capture a 

larger share of the transport market for switched services (in­

cluding the provision of loops), the contribution contained in the 

prices will be eroded. Expanded interconnection for switched 

ecce11 eccelerates the competitive erosion. The reason this 

metter ahould be considered in this docket is that once a party has 

obtained floor space under a physical colocation order, that party 

will no doubt argue that it is absolutely inefficient to not be 

allowed to use that space for both switched and special transport 

services. Thus, In establishing its policy for physical, virtual, or 

LEC-cholce for special access transport facilities, the Commission 

should bear in mind that its decision will affect a subsequ~nt 

switched access decision. 

WHAT LECS IN FLORIDA SHOULD BE REQUIRED TO PROVIDE 

EXPANDED INTERCONNECTION? 
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In principle, if expanded interconnection provides such significant 

benefits as are claimed by its proponents, then aiiLECs should be 

required to provide for the service, no matter what their size or 

where they are located. However, the FCC's order limits tariffing 

requirements to expanded interconnection for special access 

urvlcea of Tier 1 LECs only. GTEFL believes that this limitation 

Ia a reflection of the facts I described above--that the benefits of 

expanded Interconnection are quite concentrated and the costs are 

dlffuud over a wide base. Further, in many non-urban areas, the 

costa associated with expanded interconnection will not be 

recoverable due to insufficient demand for such a service by 

potential interconnectors. Thus GTEFL supports a limitation to 

Tier 1 LECs In Florida as well . Many small LECs concur in tariffs 

developed and maintained by the National Exchange Carrier 

Aalociation c•NECA .,, which has not been required to file 

expanded Interconnection tariffs on behalf of its member 

companies. 

Even though expanded interconnection requirements apply only to 

larger LECs, the impact of such interconnection is not, however, 

limited to such LECs. Expanded interconnection for intraLATA 

urvlces will affect smaller LECs through the compensation 

arrangements that exist between large and small LECs. These 

arrangements specify how LECs involved in jointly providing 

services will be compensated for the portion of the service they 
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have provided. Expanded interconnection allows for non-LEC 

interconnectors to provide portions of these services. Current 

arrangement• do not reflect this possibility or its impact. The 

conHquencea of expanded interconnection to smaller LECs cannot 

be limited or controlled by applying the interconnection require­

ment to only the larger LECs. 

ARE DISTlNCT REQUIREMENTS FOR INTERSTATE AND 

IN'I'MITATE EXPANDED INTERCONNECTION APPROPRIATE FOR 

FLORIDA? 

AI I have already testified, the FCC's Order does not compel this 

Commiuion to adopt the same requirements for intrastate 

interconnection as those at the interstate level. After all, today 

we treat interstate and intrastate services as different for pricing 

purpoaea. This could be continued for the case of expanded 

interconnection as well . As a practical matter, however, separate 

intrastate and interstate interconnection regimes would prove 

unworkable. For the most part, GTEFL believes that intercon­

nection for intrastate special access services should follow 

interconnection for interstate special access services. Having a 

unified plan would certainly limit the administrative costs of the 

expanded Interconnection service and remove some of the 

incentive for misreporting the jurisdictional nature of the traffic . 
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1 0. DOES THIS UNIFIED TREATMENT EXTEND TO ALL ASPECTS OF 

2 THE ISSUES ASSOCIATED WITH EXPANDED 

3 INTERCONNECTION7 

4 A. No. With regard to colocation, GTEFL strongly believes that the 

I Commiulon should decide for itself whether it is in the public 
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interest of all Florida consumers to force physical colocation on 

LECs. The FCC has allowed the states to express their view on 

this subject, even if they didn' t accept the positions taken by all 

the stetea. Although the states were ostensibly required to take 

eppropriate action by February 16, 1993, this Commission, along 

wtth NARUC and commissions from several other states, 

requested an extension of that deadline. While the FCC has now 

denied that petition as well, a number of local exchange providers, 

including the GTE companies, have appealed the FCC's Order 

mandating physical colocation . The Bell Atlantic Teleohone 

Companiaa. atal. y. FCC, Petition for Review, No. 92-1619 (D.C. 

Cir. filed Nov. 25, 1992. Given the remaining uncertainty 

associated with the FCC's physical colocation rule, GTEFL urges 

the Commi11ion to develop and be prepared to implement its own 

colocation policy. Only in this way can the Commission actively 

ensure protection of state-specific interests. 

SHOULD THE COMMISSION MANDATE EXPANDED 

INTERCONNECTION FOR NON-FIBER OPTIC TECHNOLOGY1 
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In principle, the technology involved in expanded 

Interconnection should be irrelevant. However, practical 

considerations with regard to space constraints, panicularly in 

vault apace and entrance facilities to LEC central offices, imply 

strongly that expanded interconnection should be limited to only 

fiber optic technology. Traditional cable facilities are far targer 

then thole associated with fiber and therefore could lead ·to far 

greater demands on limited space. However, if the Commission 

were to allow the panies seeking interconnection to negotiate 

their own agreement as to virtual vs. physical colocation, there is 

no inherent reason why an acceptable agreement as to the 

technology to be employed in expanded interconnection could not 

be agreed upon. But the final decision would have to be deferred 

to the owner of the property rights--the LEC. Otherwise, a party 

aeeklng interconnection via non-fiber technology could result in an 

immediate exhaustion and excess demand for LEC structural 

apace. Under such conditions, the LEC must have the right to 

refuse expanded interconnection. 

IS ANY UNBUNDUNG OF EXISTING LEC SERVICES REQUIRED TO 

IMPLEMENT EXPANDED INTERCONNECTION? 

Yea. While some limited unbundling is necessary to ensure 

effective Interconnection of special access, a fundamental 

unbundling of alllEC services and functionalities is not needed. 

The rete elements for special access services are already 
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unbundled Into loop, transport and termination elements and the 

FCC explicitly determined that unbundling, beyond the establish­

ment of the Interconnection charge and the "real estate" rate ele­

ments, was not needed to implement expanded interconnection. 

Indeed, unbundling Ia not something that should be pursued 

limply for Ita own uke. Many significant issues exist, such as 

the effect on existing subsidy flows and local residential rates. 

Services should only be unbundled following a determination by 

the Commiulon that unbundling is an effective and necessary 

means of promoting fair and efficient competition. Following such 

a determination, specific unbundling decisions should be guided 

by criteria of economic and technical feasibility. The application 

of these criteria will ensure that LECs are capable of offering the 

specific network functionality on an unbundled basis and that 

sufficient demand exists at a price which cover the relevant 

Incremental costa and contributes to the common overhead cos•.s 

of the LEC. 

As a matter of timing, unbundling beyond that necessary to 

ensure effective interconnection of special access should not be 

addressed until the implementation of expanded interconnection 

Is complete. The unbundling of local exchange services should be 

addressed in a separate proceeding (or at least a separate phase 

of this proceeding), as competition for basic local exchange 

services contlm•• to develop. 
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IF THE COMMISSION REQUIRES LECS TO OFFER EXPANDED 

INTERCONNEcnON, SHOULD THE COMMISSION ALLOW LECS 

AND OTHER PARTIES TO INTERCONNECT WITH THE 

COLOCAnNG PARTY? 

Yn. First, It Is consistent with the symmetrical treatment of all 

partin In the marketplace. Second, if the AAVs truly have a 

•better mousetrap• to offer the marketplace than do the LECs, 

then there 11 no reason it should bu deuiud to any entity In the 

marketplace. Likewise, if AAV costs are lower than those of the 

LEC, there Is no reason that LECs should be precluded from 

purchasing inputs from the AA Vs in order to provide the services 

to itl remaining customers. Clearly, the AAVs are no longer 

limply interested in providing just a "redundant" or "network 

reliability• type of offering to their established customer base. 

After ell, once they are interconnected with the LEC, the end-to· 

end Hrvlce is no more reliable than the weakest link. Part of the 

AAV Hrvice would be an input provided by aLEC. If LEC service 

11 unreliable, then a more efficient market solution would be to 

allow the LEC to purchase services from the AAV and utilize them 

in providing its own output. One of those inputs which might be 

utilized by aLEC, or another party, is AAV floor spar.e. 

A CLOSELY RELATED ISSUE, THEN, IS WHO SHOULD BE 

ALLOWED TO INTERCONNECT? 
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In Ita Order, the FCC proposes that expanded interconnection for 

apeclal ecce11 be made available to all parties, regardless of their 

pollible regulatory classification as lnterexchange Carrier UXC), 

end UHF,, Competitive Access Provider (CAP), Enhanced Service 

Provider CESP), or any other label. GTE supports this line of 

reasoning and believes that limiting this service to a given 

claaalflcation of customers is unwor,kable . 

It ia virtually impossible to distinguish among customers. How 

doea I LEC know tho dlflmuucu lmtwuun un ESP and an AAV or 

an AAV and an IXC, or an IXC and a cellular provider? The LEC 

doean't, unless the customer elects to tell it. Some customers 

can be placed in multiple classification. An IXC can be an ESP; a 

cellular provider can be an IXC; an AAV be an IXC and an ESP; 

a cellular provider can be a co-carrier, an ESP, an IXC, an AAV, 

and also appear to be an end user. Given the ability to resell LEC 

Hrvices, which is fundamentally what an interconnector is doing, 

an approved class of customers can act as an agent for any other 

customer. Thus, any attempt to enforce some arbitrary 

classification scheme is simply a waste of LEC resources. This 

points out the problems associated with many existing tariff 

applications in an Increasingly cornputitivo marketplace. Since this 

policy confusion crosses both special and switched access 

aervices in the Florida jurisdiction and also clearly exists at the 

federal level, a comprehensive reexamination of FCC as well as 
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Florida rules will be required If the benefits of expanded 

Interconnection are truly to be realized. 

DOES THE COURSE OF ACTION WHICH YOU JUST DESCRIBED 

WITH RESPECT TO RECIPROCAL COLOCAnON REQUIREMENTS 

AND WHO IS ALLOWED TO INTERCONNECT HAVE ANY OTHER 

REGULATORY IMPLICATIONS? 

Yea, some rather sorlous onus. Essentially, what is being 

suggested for expanded interconnection is the elimination of 

reaale and use and user restrictions. As currently filed, interstate 

acceu tariffs do not contain resale or sharing restrictions and 

therefore, these matters need not be addressed solely with 

respect to these tariffs. However, local tariffs do contain resale 

and sharing prohibitions. These restrictions exist because the 

local tariffs contain rate structures and rate levels which are, to a 

large degree, dependent on customer identity, ~ather than the 

volume of service purchased by customers. The use of resale 

and sharing restrictions has allowed social and public policy goals 

to be introduced into the rate design for LEC services. The 

elimination of these restrictions. while desirable as a long term 

policy goal, must be preceded by a comprehensive review and 

potential restructure of all affected services. 

IF THE LONG TERM EFFECTS INCLUDE A POTENTIAL 

RESTRUCTURE OF ALL AFFECTED SERVICES, THEN DOES 
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EXPANDED INTERCONNECTION HAVE POTENTIALLY 

SIGNIFICANT EFFECTS ON THE JURISDICTIONAL SEPARA nON 

OF LEC COSTS? 

Y•, expended Interconnection could huvo potentially significant 

effects on the jurisdictional separation of LEC costs. More 

accurately, it Is the increased competition induced by 

technological changes and enhanced by expanded interconnection 

which will effect the jurisdictional separations. Switching 

equipment et LEC end offices and tandem offices is used jointly 

for local, extended area service (EAS), intralA T A toll, and 

lnterLATA switched access services. The total cost (or revenue 

requirement) of this equipment is allocated to the various services, 

baaed upon their relative minutes of use. 

LEC costa associated with interoffice trunking facilities are 

likewise allocated to the above services plus private line and 

special KCIII based upon relative use, expressed in terms of 

trunks, circuits, and miles. The costs allocated to each service 

drive the jurisdictional allocation of LEC costs. 

AI lnterexchange carriers t>olJI" to 111torconnect at the lECs' 

central offices and abandon existing LEC access connection 

facilities, the total LEC investment in these joint facilities wm not 

disappear; rather, this investment will be reallocated among the 

services end jurisdictions which rumain, based on the usage that 
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remelns on these facilities. As the interLATA access usage 

declinea, more of the interoffice transport facility costs will be 

anoc.ted to the remaining EAS and intraLATA toll services. The 

impact of special access interconnection will therefore result in a 

deer .... In the cost of special access and an increase in the cost 

of all other LEC services. 

If and when switched interconnection is adopted, jointly used 

facilities will see a decrease in switchud access minutes, both 

state and Interstate, and a corresponding increase in costs 

allocated to all other services, including EAS and local. The 

jurisdictional impact of switched interconnection will be much 

grNter than the impact of special interconnection, both because 

of the sheer volume, and because switched interconnection will 

likely result in carriers interconnecting at each end office, 

bypassing the tandem altogether. As the interLATA switched 

access minutes decline because IXCs bypass LEC tandem 

switches, more of the jointly used switching and exchange 

trunking facility costs will be allocated to intralA T A toll, EAS, and 

local services. 

If THE COMMISSION PERMITS EXPANDED INTERCONNECTION, 

WHAT PIICING FLEXIBILITY SHOULD THE LECS BE GRANTED 

FOR SPECIAL ACCESS AND PRIVATE LINE SERVICES? 
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In terma of pricing flexibility, thuro Is tho need to doavorago prices 

both on a volume basis and geographically; there will need to be 

a rebalancing between switched and special and between state 

and Interstate jurisdictions, the latter as a result of the separat~ons 

lmpKta. There are consequences beyond the narrowly defined 

lmpacta on access services, due to the contribution mechanisms 

embodied in LEC prices. Both the separations rules as well as 

the marketplace dictate these actions. If the service is 

competitive, and by the Federal Communications Commission's 

own language--•competitive Access Providers"--it is and is 

becoming ever more so, then the service should be deregulated or 

at least detarlffed. If it is not competitive everywhere and that is 

the rationalization for not deregulating or detariffing, then GTEFL 

suggests that this is an implicit recognition that geography d,Qu 

make a difference and that difference should be recognized in 

pricing flexibility granted to LECs. This will be especially true for 

switched access services under expanded interconnection, but is 

no less valid for special access and private line interconnection. 

SHOULD ALL SPECIAL ACCESS AND PRIVATE LINE PROVIDERS 

BE REQUIRED TO FILE TARIFFS? 

I believe that all participants in the market should be allowed the 

same freedom to compete, under the same terms and conditions. 

Therefore, if the Commission finds it appropriate that the LECs 

ahould operate subject to tariffs, then all special access And 
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private Une providers should be subject to the same condition. If 

the competitive rivals are not required to file tariffs, then the LECs 

lhould be efforded the same degree of regulatory latitude. A 

strong case can be made that the unilateral requirement imposed 

on LECs to file tariffs actually weakens the price competition 

betvleen the LEC and other parties, lessening the benefits to the 

ultlmete conaumers. 

IF THE COMMISSION PERMITS COLOCATION, WHAT RATES, 

TERMS. AND CONDITIONS SHOULD BE TARIFFED BY THE LEC7 

Aa I have just testified. the answer to this question depends upon 

whether or not the Commission requires LECs to file tariffs ,in the 

first place. If firms such as ICI are not required to file tariffs. then 

GTEFL end other LECs should also not have to meet such 

requirements. If the latter is the case, then it is not necessary to 

tariff any rates, terms and conditions for expanded 

interconnection, as they would be reached by negotiation. If 

teriffa are required. however, in terms of colocation, a legitimate 

argument can be made by LEC rivals that GTEFL and other LECs 

have market power in the provision of loops, including special 

accesalines to end users, but not monopoly power; there are very 

legitimate and cost-effective loop substitutes available today and 

even more will be available in the future. However, whatever 

degree of market power that a LEC has in the provision of loops, 

It certainly does not have any market power in the provision of 
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rul eatate or commercial/industrial floor space for colocatlon. 

Accordingly, the market can be allowed to work very efficiently 

In the pricing of floor space, should the Commission be interested 

In pursuing such a policy. 

To the extent that a LEC has space available in its Central Offices 

and wishes to make that space available to third parties, rental 

ratea can be established based on market condiili>ns in the area 

fot equivalent kinds of space. To the extent that central office 

space Ia differentiated from other floor space, some premium can 

potentially be extracted. Consider the consequences if the 

Commiuion pursues this course of action. First, the LEC would 

be effectively replacing the Cost Allocation Manual ("CAM"I with 

a market-based transaction price. If there is no effective demand 

for the rental space made available, then the price will be quite 

low, approximating the marginal cost of the floor space. If the 

demand exists, then the price wh•ch would be charged, both to 

the LEC itself and to any other party seeking to rent the space is 

the same market-based price. 

SuppoH a market price is established, even for the sake of 

argument Including pure economic rent. and the demand for the 

space exceeds the quantity of space available. The first market 

action in r81ponse to this excess demand is to raise the price of 

the floor space until tho quantity domandud is in balance with the 
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quantity available. Of course, competitors will utilize the 

regulatory process to complain that the price is too high. If a firm 

making the allegation of •price gouging• is not happy with the 

LEC price for floor space, the firm can simply locate elsewhere 

and face no competitive harm in the terms of colocation pricing, 

alnc:e GTEFL ia maintaining its pricing policy of virtual colocation . 

Any appeals to the regulatory process for relief from the pricing 

of floor apace should immediately be dismissed by the 

Commiuion as an arbitrary attempt to use the process to force 

delay on the LEC. Thus, in principlu, tho price of floor space 

ahould not be a tariffed service. 

HASN'T THE FCC ALREADY REQUIRED THE TARIFFING OF 

FLOOR SPACE PRICING FOR INTERSTATE EXPANDED 

INTERCONNECTION? 

Indeed it has; that is why my answer to the previous question 

waa that in principle the price of floor space should not be subject 

to tariffing requirements. As I also stated earlier, a number of 

isauea have been taken out of this Commission' s hands by the 

FCC' a actions. Since a price already exists for floor space, power, 

etc. in the interstate tariffs, GTEFL suggests that as a practical 

matter, the prices, terms and conditions in the federal tariffs 

should be mirrored in the state tariffs. 
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SHOULD THE SAME TERMS AND CONDITIONS OF EXPANDED 

INTERCONNECTION APPLY TO AT&T AS APPLY TO OTHER 

INTERCONNECTORS1 

Yea. As I have already testified, GTEFL believes that all parties, 

regardless of their identity. should be authorized to purchase our 

access services. 

SHOULD THE COMMISSION REQUIRE STANDARDS FOR 

PHYSICAL AND/OR VIRTUAL COLOCATION1 

No. It Is not necessary for the Commission to require standards 

for colocation. It is clearly possible for two parties to reach a 

mutually advantageous agreement between themselves w •thout 

the establishment of "standards" by an outside party. If, 

however, standards are to be required. the Commission should 

establish only minimum technical standards to be agreed to by the 

parties. These minimum technical standards should be equivalent 

to what the LEC currently offers on its own services. Certainly 

nothing higher should be required, nor should more stringent 

standards be precluded. It is likely that on the basis of voluntary 

negotiations, that some parties might find higher service standards 

to be In both parties best interests. even if the more stringent 

standards result in a higher price. For example, the normal 

standard for OS-1 provisioned by a LEC may be 5 days at a price 

of x dollars. If the interconnecting party seeking colocation finds 

it desirable to establish a standard to market to its customers that 

37 



1 

2 

3 

4 

I 

• 
7 

8 

• 
10 

11 

12 

13 

14 

1& ,. 
17 

18 

19 

20 

21 

22 

23 

24 

2& 

o. 

A. 

32 8 

• DS-1 will be provisioned in 3 days, then the price from the LEC 

to the lnterconnector might bo sot nt a highor lovel x + v dollars for 

the higher level of service. In such cases, voluntary agreements 

can be reached If negotiations are allowed. However, these 

higher standards should not be required, simply allowed . 

WHAT STANDARDS SHOULD BE ESTABLISHED FOR THE LECS 

TO ALLOCATE FLOOR SPACE FOR COLOCATORS? 

Aa I teatified above, the markot, if ullowod to operate, will take 

care of this matter without any standards being established. The 

FCC, however, not trusting the very market mechanisms it says 

it seeks to encourage, established a first -come/first-served policy 

for the allocation of floor space in a LEC central office. Again as 

a practical matter, the standards already established for obtaining 

space in the LEC C.O.s for interstate expanded colocation should 

be mirrored in the Florida intrastate arrangements. 

At the federal level, no requirement for reciprocity was placed on 

those parties seeking colocation from the LECs. As GTEFL has 

stated, we believe that reciprocal agreements are desirable, so 

that those parties seeking colocation with LECs should have the 

same standards imposed on them to allocate floor space as are 

Imposed on the LECs. This may call for an increased level of 

regulation to be imposed on the AA Vs in Florida than has been 

exercised In the past. 
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SHOULD EXPANDED INTERCONNECnON BE SUBJECT TO A 

•NET REVENUE TEST• IN ORDER TO AVOID POSSIBLE CROSS­

SUBSIDY CONCERNS? 

One of the stated purposes. of the introduction of expanded 

Interconnection is to increase the level and degree of competition 

within the local exchange boundaries. If th•s is indeed correct, 

then clearly to maximize the benefits to consumers, it is desirable 

that all competitors in the market be subject to the same types of 

incentives. The assumption generally made by economists is that 

firma will attempt to maximize profits and will introduce a new 

product, such as expanded interconnection, if such a product adds 

more to revenues than it does to costs. That is, if the net 

revenues associated with the new product are positive, stated on 

a net present value basis. As an economist, this is exactly the 

type of Incentive that all firms should face. With scarce resources 

available, as a society we have no bus.iness in •wasting• 

resources where the incremental costs exceed the benefits which 

are expected to be derived. So, GTEFL's answer is that •yes•, 

expanded interconnection should he subject to a net revenue test. 

If the offering does not pass such a test, this means that the 

additional costs associated with expanded interconnection exceed 

the additional revenues gained. If the LEC is to be •made whole•, 

then the additional costs will have to be recovered from some 

other source. Or in short, failure to pass the net revenue test will 

imply that on the basis of total service incremental cost, the 
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expended interconnection product offering is being cross­

subsidized. I believe that GTEFL's position in this is consistent 

with the decision recently reached by the Commission in Docket 

No. 910757-TP on cross-subsidization. 

BASED ON YOUR TESTIMONY, WOULD YOU SAY THAT 

EXPANDED INTERCONNECTION FOR SPECIAL ACCESS AND/OR 

PIIVATE UNE IS IN THE PUBLIC INTEREST? 

GTEFL agrees that expanded interconnection can be a desirable 

offering and can promote expanded choices to customers. 

Despite this conditional endorsement of the concept of expanded 

Interconnection, GTEFL remains firmly convinced that the current 

policies auoclated with tariff rules and applications hinder the 

ability of the LEC to compete with its non-regulated or lightly 

regulated competitors. GTEFL strongly believes that access rules 

and rate structure changes are necessary either concurrently or 

preferably prior to the availability of expanded interconuection. 

Such pricing and regulatory reforms must include: 

a) geographic deaveraging of access services pricing; 

b) Increased flexibility in the timing of making price 

adjustments that are timely in the market place; 
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the ability to put together service packages as end-to-end 

offers to customers, including the resale of AAV facilities, 

with the ability to go ·off-tariff" to satisfy unique customer 

demands and service arrangements. 

Increased flexibility in the range of allowable prices to LECs; 

consistent treatment for all competitors in the marketplace 

by regulatory bodies with recognition that AAVs, ESPs, 

IXCs, cellular carriers, otc . are potential and actual LEC 

coinpetitors as well as valued customers; 

recognition that a firm can simultaneously be an ESP and 

an AAV, or an AAV and an IXC. Any rules established by 

the Commission should be blind to the identity of the party. 

The LEC does not have the ability, nor does it want to, 

perform the duties of the telephone police. 

This last point, in GTEFL's opinion. is somewhat critical to 

establishing a focused and consistent telecommunications policy. 

GTEFL believes that as a matter of general business ethics, the 

Company should not be put in the position of giving its customers 

the financial incentive to misrepresent who they are and what 

they do. Current regulatory requirements place the LECs in this 

uncomfortable position. 
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1 Q. IF EXPANDED INTERCONNECTION DOES INDEED OFFER 

2 

3 

IENEATS TO THE CUSTOMERS. SHOULD THE COMMISSION 

GRANT let'S PETITION? 

4 A. With the caveats I have provided above concerning pricing 

I 

• , 
8 

flexibility and symmetrical regulatory treatment of all players in 

the market place. GTEFL does not object to the Commission 

granting ICI's petition. 

I Q. DOES THCS COMPLETE YOUR TESTIMONY? 

10 A. Yea, it does. 

11 

12 
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1 Q (By Ms. Caswell) Do you have a au .. ary of 

2 your teati.any for ua today? 

3 A I do. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q WOUld you please give that? 

A .. 11, I'll try to be brief thia afternoon, 

vbicb 1• uaually hard for ... 

lut eapecially as the issues facing the 

co .. iaaion today are aore of a philosophical nature 

rather than quantitative, the concept of expanded 

interconnection for special ace••• and eventually for 

avitcbed acoeaa tranaport •• well is the i..ediate 

aubject at hand. 

Aa GTI baa hopefully aade clear, it baa no 

probl .. vith expanded interconnection as a .. thod of 

pra.oting even aore coapetition with the established 

local exchange coapaniea. 

My principal objection is the way the FCC baa 

cbo .. n to iapl ... nt the concept, particularly the 

.. ndate of phyaical collocation to which GTE reaain• 

actaaantly oppoaecl. lfov, note that I '• no·t opposed to 

phyaica.l collocation per •• but to the !"equire .. nt 

ordering GTE and other LECa to aake collocation 

available on a physical basis. 

GTE believe• that such a •andate goes vall 

beyond the powers of PCC, as it constitutes a taking of 
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1 LIC property rights. Thus, there is a federal court 

2 ca .. •till pending challenging the constitutionality of 

3 the PCC -ndate. 

4 I urge the Florida PSC to allow the owner• of 

5 the real property to deteraine for theaselves the best 

6 way to .. tisfy expanded interconnection obligations, 

7 whether that be physical or virtual, thereby avoiding 

8 the proble .. the rcc aeeaa to have created. 

9 Aa an econoaist, I sincerely believe in the 

10 benefit• derivable fro• the coapetitive provision of 

11 virtually any good or service, teleco .. unications or 

12 otberwi... However, the extent of the benefits passed 

13 to the public depends to a large extent on the pricing 

14 practice• of the coapanie• coapeting with each other. 

15 In order to allow the custoaers the aaxiaua 

16 benefit possible, all parties should be allowed to 

17 co.pete on an equal basis. That would i .. ediately 

18 i.,ly that LICe ahould be allowed the saae pricing 

19 flexibility aa AAVs already have . 

20 While the principal issues are philosophical 

21 today, there are longer run quantitative issues which 

22 the Ca.aission probably should take into account. The 

23 -jority of the quantitative revenue iapact• will occur 

24 following •witched ace••• to interconnection, so I have 

25 not provided any details in ay testiaony, as that vas 
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1 to be deferred to a later hearlnCJ. 

2 Suffice it to aay that current pricinq 

3 arrang..anta for telco-provided services rely on the 

4 continued flow of contribution fro• switched acceaa 

5 -rvicea and -rvicea such aa intraLATA toll. 

6 Since there'• no diaaC)ree .. nt by any party 

7 that I can tell that expanded interconnection increaaea 

8 tbe d89r .. of coapetition present, it can be reasonably 

t arvued tbat contribution aarCJina will be coapreaaed in 

10 the future. Bxpandinq interconnection ia aiaply 

11 anotber, albeit very aiqnificant, step on the road to 

12 full-line local exchanqe coapetltion and should be 

13 properly recognized aa such by the co .. iaaion. 

14 MS. CASWELL: Dr. Beauvais ia available for 

15 croaa exaaination. 

16 COIDIISSIONER CLARJ<: Mr. Tye? 

17 MR. TYE: I have no questions, Coar.iaaioner. 

18 COIIIIISSIONER CLARJC: I' a sorry. llr. Ervin? 

19 MR. ERWIN: Actually, I do have a couple of question 

20 CROSS EXAMINATION 

21 IY MR. ERWIN: 

22 Q Dr. Beauvais, I believe in your teatiaony you 

23 indicated that the co .. iaaion should liait ita 

24 requir ... nta in this caae to Tier I LECs, did you not? 

25 A That vaa ay conclusion that that would be the 
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1 proper policy to follow. 

2 Q And did you hear the testiaony of Mr. 

3 Kouroupas vbere be indicated that the co .. ission should 

4 .. t standarda and apply interconnection arrang ... nts to 

5 the non-Tier 1 LECs as a result of this proceeding? 

6 A I'a aorry. Was the question did I hear it? 

7 Q Yes. 

8 

9 

A 

Q 

Yes, I did. 

And what's wrong with what Mr. Kouroupas has 

10 indicated? 

11 A .. 11, I believe as a practical aatter the 

12 deaand is st.ply not there yet today and probably won't 

13 be for the foreaeeable future for expanded 

14 interconnection with saaller coapanies. 

15 There are costs that aust be undertaken up 

16 front by any coapany to prepare for physical or virtual 

17 collocation. With no likelihood of revenues to be 

18 forthcoaing within the foreseeable future, that would 

19 st.ply ... n tbe saaller Tier 2 LECs would incur the 

20 costs vith no offsetting revenues for the foreseeable 

21 future. And that ..... to .. , as a practical aatter, 

22 not the correct econoaic policy to follow. 

23 MR. ERWIN: All right . Thank you very auch. 

24 That'• all. 

25 COMMISSIONER CLARK: Mr . Carver? 
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IIR. CARVER: No questions. 

eciDIISSIONER CLUJC: llr . Tye? 

D. TYE: No. 

:s37 

4 COIIIIISSIOifER CIARJ(: Mr. Fona? 

5 KR. PON81 No queationa. 

6 COIDIISSIOifER CIARJ(: Mr. Wahlen? 

7 D. WAHLEN: No queationa. 

8 COIDIISSIONER CLAR~: Ms. Wilaon? 

t 118. WILSON: No queations. 

10 COIDIISSIONER CIARJ(: llr. Dunbar? 

11 D. DUNBAR: Thank you, Coaaiaaioner. 

12 CROSS EXAMINATION 

13 BY lilt. DUNBAR: 

14 Q Dr. Beauvaia, I'• Peter Dunbar of Ti .. Warner. 

15 If you have your direct teati.ony, you aight 

16 turn to Page 2 of it. And you also in your au.aary 

17 aade reference to the coapetitive environ.ent and the 

18 fact that ca.petition aa a result of thia proceeding 

19 could be expanded. 

20 In any of thoae descriptions of what you tera 

21 aa the ca.petitive environaent, to your knowledge, has 

22 it deterained to be effectively coapetitive in Florida 

23 by thia Ca.aiaaion? 

24 A By thia Coaai•aion, they have not .. t the 

25 atandardal or no teata have been perforaed, no hearinga 
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ca.petition under the Florida statutes. 
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2 

3 

4 

5 

6 

7 

8 

Q Therefore, it is also your opinion that the 

LBC aay continue to cross-subsidize these services froa 

aonopoly ratepayer funds until such tiae as that 

occura 1 is that correct? 

A I believe the statute aa written allows for 

such croaa-aubaidization to take place as a aatter of 

9 public policy. However, that has not been ay 

10 reca..endation as to how the Coaaission should proceed. 

11 Q Waa that not your opinion aa expressed in 

12 teatt.ony in prior dockets that in fact the law .would 

13 pe~it that? 

14 I believe that is the aaae opinion I 

15 expressed in the cross-subsidization docket. 

16 MR. DUNBAR: Thank you, Doctor. I have no 

17 further queationa. 

18 COMMISSIONER CLARK: Mr. Hoffaan? 

19 CROSS EXAMINATION 

20 BY MR. HOFPIIAN: 

21 Q Dr. &eauvaia, would you consider the 

22 Univeraity of Florida to be a large potential user of 

23 AAV services? 

24 A I think it's certainly are a potential user 

25 of AAV Hrvices. 
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1 Q 

2 potential u .. r of AAV aervicaa? 

3 

4 

5 

6 

7 

8 

9 

I would aaauae they would be a relatively 

larv• uaer of intraatate aervicea. 

Q Okay. Do you knov vhat local exchanC)e 

territory tbe Univeraity of Florida ia located in? 

A It'• in Gaineaville. 

Q WOUld you accept, aubject to check, that it 

ia located in a non-Tier 1 local exchanqe territory, 

10 ALLTBL? 

11 A Could very vell be. 

12 IIR. HOFPIIAN: Thank you. 

13 CLARK: Mr. WiCJCJina? 

14 CROSS EXAMINATION 

15 BY IIR. WIGGINS: 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Good afternoon, or . Beauvaia. 

Good afternoon, air. 

Q Let'a aee where to atart. 

Pbyaical collocation, aa I underatood your 

teati.ony, you're adaaantly opposed to phyaical 

collocation beiRCJ required; ia that correct? 

A Yu. 

Q So you're happy to have that negotiated if 

the ft890tiationa can be aucceaaful, but you do not vant 

it to be required? 
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If the neqotiationa if autually 

advantageoua arrange .. nta can be aade between, in our 

ca .. , GTE and ICI, then I certainly ••• no objection to 

aaking auch agree .. nta. 

Q All right. I want to aee if I can get ao .. 

of th ... iaauea down to the bottoa line. 

In negotiating -- in negotiation• between 

potential collocatora and the LEC, are we not in a 

aituation vbere one of those parties ia going to be 

able to aay •take it or leave it•? 

A That'• probably true of uny negotiations. 

Q Okay. And if the LEC i a not required to 

allow pbyaical collocation, ia it in a atronger 

negotiating poaition than the would-be collocator, 

uaing the take-it-or-leave-it analysis? 

A I gu••• it would depend on how the person 

aeeking the collocation felt about virtual ·veraua 

phyaical. I .. an, if they strongly have to have 

pby•ical and they don't get physical froa the LEC, then 

they're going to feel like they have been 

cU-dvantagact. 

Q On the other hand, if we were to get our way 

and pby•ical vera required but for negotiated 

agre ... nt, ve would be in a position to aay •take it or 

leave it,• we're going to take your --
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1 A Yea. And in one sense that'• the position 

2 you already have as the results of FCC action• at the 

3 .,..nt. 

4 Q Have you ever participated in collocation 

5 negotiations? 

6 A Aa of Friday when I left Irving, Texas, GTE 

7 baa not yet received any requests anywhere in the 

8 United State• for any fora of interconnection: 

t therefore, aa far as I'• concerned, there hav~n't been 

10 any. So -r answer is no, I haven't. 

11 Q Okay. I would like to talk a little bit 

12 about what I call L!Cs flex, LECa' flexibility of the 

13 Ca.pany in offering teras and services . (Pause) 

14 Your co~ny has the ~lexibility of offering 

15 contract Hrvice arrange .. nta, does it not? 

16 A That is correct. 

17 Q Okay. And those services are available 

18 excuH -· TboH CSAa are for tariffed services; is 

11 that correct? 

20 A The CSAa are available as a, quote, 

21 •substitute for tariffed services where coapetitive 

22 alternatives can be shown to exist.• 

23 Q Rigbt. And the tariffed services are these 

24 avera9ed rate• that I've heard referred to? 

25 A They typically are tariffed service 
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1 offeringa, wbicb are geographically averaged in 

2 rlorida. 

3 Q Okay. So CSA would be a deviation froa 

4 geographic average ratea; 1• that correct? 

A 

Q 

Could be, ye•. 

Okay. 
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COMMISSIONER CLAR~: Excuse ae ju•t a ainute. 

MR. WIGGINS: Ye•, aa'aa. 

' COMMISSIONER CLAR~: I'a having difficulty 

10 hearing. Tbere'• a lot of whi•pering going on. 

11 Tbank you. 

12 MR. WIGGINS: Where did I lose thea? 

13 (LaUCJhter) 

14 Q (By Kr. Wiggin•) Just to reiterate, contract 

15 aervice arrang ... nt• qive• the local exchange coapany 

16 the ability to depart froa geographically averaged 

17 ratea, correct? 

18 A That i• correct. 

19 Q All riqht. Where there is no tariffed 

20 aervice available but a cu•toaer ask• for a •ervice, 

21 you have the ability to offer that service with •pecial 

22 a•aeabliea1 ia that not correct? 

23 A I believe we have the ability to put together 

24 ICBa for auch a cuatoaer. 

25 Q All right. 
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COMMISSIONER CLARK: ICBs? 

WI'l'IIISS BEAUVAIS : Individual case ba8i8. 

COMMISSIONER CLARK: Thank you. 

Q (By Mr. Wiggins) Are ICBs and apecial 

aa..-bliea functionally equivalent? 

A Tbey are the aaae type of notion, yea. 

343 

Q How doea thia Public service co .. ission 

aa•ure that your contract service arranqeaenta are not 

allowift9 •ub•idiaed coapetitive offerinqa? 

A When ve put toqether an ICB for a cu•to .. r, 

we do •o in the intereat of aakinq a profit. It 1• 

true that GTE aay be a bunch of nice people , which is 

ab•olutely unqueationable, but we're also in the 

buaineaa of aaking aoney. 

When ve put toqether an ICB, we do 

incr ... ntal coat atudiea to assure that the price• that 

ve are cha~inq the custoaer cover at least our 

incr ... ntal coat and to aake soae profit contribution; 

and the co .. iaaion haa the ability to request that at 

any tt.e, aa I recall -- to request to aee the atudies 

at any ti-. 

Q If I underatand your answer correctly, the 

incentive• are not there for aellinq your product below 

coat but rather above your lonq- ranqe increaental coat? 

A correct. 
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1 Q Would you adait that the opportunity ia there 

2 to aell your product• below coat? 

3 A Yeah. I can always adait it'• easy to aay 

4 yea, you would aell your product below coat, but it'a 

5 rather hard to underatand why you would. 

6 Q Ri9ht. But do you know the type of reporting 

7 that your Ca.pany does on contract service 

8 arrang ... nta, reporting to the Coaaiasion? 

9 A I don't believe there'• any require .. nt to 

10 report to tbe eo..iaaion. 

11 Q I would like ao .. clarification about 

12 veographically averaged rates. 

13 It'• ay underatanding that there ia a 

14 requir ... nt that MTS rates be geographically averaged. 

15 I• that your understanding aa well? 

16 A That ia~orrect. 

17 Q Are there any other rates that are required 

18 by rule or order to be geographically averaged? 

19 A Well, the aa .. would apply to our local rates 

20 aa well. Also, I gueaa, probably aore by historical 

21 tradition, virtually all our prices are averaged across 

22 our service areas. 

23 Q That's what I really wanted to get to. Isn't 

24 it aore, except for your local rate• and your MTS 

25 rates, isn't it aore a aatter of it beinq the Coapany'• 
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practice of having geographically averaged rate• in 

your tariff• aa oppoaed to a require .. nt? 

A For our •pecial ace••• ••rvice•? 

Q Yea, air. 
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A Tbe Co.ai••ion aay be able to an•ver better 

than I can. 

Hiatorically, we have clearly averaged thea. 

If ve were to deaverage thea, clearly, the iaplication 

ia the pric .. in the 1••• den•• rural area• would 

increa .. , vbareaa, the price in the urban area• would 

tend to decrea... That ha• •oae redi•tributive iapact• 

tbat would probably concern the Coaais•ion. 

I don't believe there are any •pacific rules 

requiring apecial ace••• within the •tate of Florida to 

be 9eograpbica11y averaged, but I would have to check. 

Q Ri9ht. In any event, to the best of your 

knovled;e, you're well, let ae phrase this as a 

nonloaded queation. 

To the beat of your knowledge, has your 

coapany in Florida filed tariffs or proposals 

requ .. ting deavera9inq of special access or private 

line rates for --

A I do not believe so. 

Q Okay. Speaking of the prices of special line 

apecial ace••• and private line rates, they nov 
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cover their long-run incr ... ntal costs: is that true? 

A I certainly hope ao. 

Q That waa not always the case, was it? 

A •o, it waa not always the case, especially 

tbe private line .. rvicea. 

Q Bow recently bas it been that your private 

linea have been priced ao they're actually •akinq a 

profit? 

A I would bave to 90 back and look at the 

recorda. Tbere vaa one ti .. when local private linea 

were, I believe, on tbe order of $8 or $9 a •onth, and 

they have been increased over the past several years. 

Q All ri9bt. I would like to turn for a •o .. nt 

14 to tbe concept of loet revenues. If collocation is 

15 allowed and tbe co.pany, the LECs, are allowed to 

16 a99reaaive1y, if I .. y uae that ter., aqqressively 

17 reprice special access and private line in response t~ 

18 co.petition froa AAVa such as Inter.edia, I would like 

19 to identify where the lost, if I can use that ter., the 

20 lost revenues will occur to the Co•pany. so that's the 

21 purpose of the next couple of questions . 

22 one area of loet revenues would be lost 

23 cuata.era, wouldn't it? The custo .. r• that actually 

24 •i9rated to another 

25 A The cuata.era would leave the LEC and 90 to 
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1 ICI .. rvicea. 

2 Q Okay. Another area of lost revenues would be 

3 lower rates of the coapany? 

4 

5 

6 

7 

• 
' 

10 

11 

12 

13 

14 

A 

Q 

correct. 

Okay. And another area or source of lost 

revenues would be internal aigration, cuato .. ra that 

.ova froa, let's say, switched access products to 

apacial access products? 

A correct. 

Q Okay. All right . can you think of any 

otbar, any other aourc•• of revenue loss? 

A Well, there aay be, but that would aeea to 

cover the vast aajority of thea. 

Q Nov, on the other aide of the ledger, aight 

15 there be aaae elasticities there that aight proaote use 

16 of tb .. e product•? 

17 A I believe there is certainly a different 

18 price elasticitiea have to be taken into account when 

1t calculating the effect of price changes. 

20 Q Would you also take into account the nature 

21 of growth and the need tor telecoaaunication aervicea? 

22 A Certainly, one would take those into account 

23 when estiaating the price elasticities . 

24 Q All right. (Pause) But in any event, it I 

25 understand your previous teatiaony , it would not be in 
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1 your co.pany'a intereat in aaking these prici~ chanqea 

2 to price tbe .... rvtcea ao that you would actually be 

3 loaing .oney, you would be pricing thea to aake a 

4 profit? 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Tbat'a correct. All our service• would be 

priced ao that they cover at leaat their incr ... ntal 

.. ntal coata and aake ao .. contribution• to the 

overb-da of the CoJ1PAny. 

Q Let'• talk about what we aean by 

•contribution,• becauae that'• a word that aay have at 

leaat tbr .. ..aninga. Would you juat go ahead and give 

it a llbot? 

Tbe definition of contribution I'• uainq ia 

14 eaaentially price •inua the increaental coat of 

15 proviaioninq: ao that when the product ia aold, it 

16 covera the coat of providing it plus contribution 

. 17 toward covering tbe fixed coata or other coaann coata 

18 of the fira. 

19 Aa oppoaed to one of the contribution•, we're 

20 9etting the vbole definition of univeraal aervice fund 

21 kind of contribution•, payaenta by other partie• to 

22 LBCa. 

23 Q Okay. Hopefully thia ian't too big a juap. 

24 Local exchange rate• for Rl service in your 

25 co•pany in Florida, are they priced below coat? 
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1 A I tua•• ay anawer is yes, they are. I think 

2 you need to dieaggregate Rl aervic•• ••••ntially into 

3 ita ca.ponenta of access, the physical connection froa 

4 the cuata.er to the central office as opposed to local 

5 uaav-. If you take the definition of aubsidy aa 

6 aoaething that'• priced below cost, clearly the price 

7 of local uaage today for the vast aajority of cuato .. r• 

8 ia ••ro. And no aatter how low the increaental cost 

9 per ainute of uae ie, it is probably not zero, so, 

10 therefore, you've got an i .. ediate, soaethinq haa qot 

11 to be covering tboee coats. 

12 In addition, you have the cost of the access 

13 loop. I've ... n published estiaates of it ranqed froa 

14 $15 to $18 aoae cases even hiqher per aonth. 

15 Incr ... nta1 coata, I believe GTE'• Rl coaplete price 

16 for ba•ic exchanqe ••rvice 1• around $11 a aorath plua 

17 the $3 federal alick, if you would like, which would 

18 put it aaa.vhere below increaental coat of service 

19 today. 

20 Q You .. ntioned in your response •universal 

21 .. rvice.• Would you aind qivinq •• your working 

22 under•tanding of •universal service•? 

23 Q As of today, the definition of universal 

24 aervice? 

25 Q Yea. 
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1 Univeraal service is kind of one of those 

2 dynaaic concepts that says, •everybody who wants a 

3 pbone ought to be able to afford one and have one.• In 

4 order to do that, historically, coaaisaiona, not only 

5 in Plorida but elsewhere, including the rcc, have 

6 deviaed policies that flow funds froa other services to 

7 local to keep the price of basic service •• low as 

8 po••ible. 

9 And, hi•torically, it'• been very successful. 

10 In exce•• of 90t of the cuatoaera who want a phone have 

11 one. 

12 Q That'• 9reat. My next question is, let'• 

13 think about in teras of aarket penetration. 

14 So 90t, aore or leas, of the cuato .. r• who 

15 want a phone have one. There are, however, ao .. lOt of 

16 the population that do not have phones? 

17 A I suspect the nuaber is far leas than lOt. 

18 It'• probably on the order of 6t or 7' today. And 

19 there will be ao.. of that percentage that you could 

20 pay thea and tell thea to take telephone service and 

21 they don't want one. 

22 Q But there aay, in fact, be aoae people who 

23 would like to have telephone service that even under 

24 today'• allegedly subsidized local rat•• cannot afford 

25 it? 
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That'• probably a true stateaent. 1 

2 

A 

Q Would it a1ao be true that other people vbo 

3 take telephone .. rvice, of that 90,, there are ao .. who 

4 would be vuln.erable to having to drop off the loop if 

5 there were aiqnificant increases in local ratea? 

6 A There ia undoubtedly a aubset of the 

7 population that would diaconnect froa service. The 

8 

9 

10 

11 

12 

price elaaticity d ... nd for local aervicea are not 

aero. 

Q Right. Okay. But there are alao a vary auch 

larver percentav• who are not vulnerable. 

There are large percentages who would 

13 continue .. rvice even in aubstantial price increaaea, 

14 everything e1- being equal. 

15 Q In other worda, there are a bunch of yuppie• 

16 running around Florida who are getting subsidized 

17 .. rvice that don't need it? 

18 A I don't know that they're yuppiea, preppie• 

19 -ybe. (LaWJbter) 

20 Q You qave the anawer, you gave thia 

21 inforaation already, and I apologize for not 

22 r ... abering it. But what is roughly your Rl rate in 

23 Florida? 

24 A I believe GT'• Rl rata is roughly $11 per 

25 110nth. 
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1 Q Plua J? 

2 A Plua they have to pay the $1.50 aubacrlber 

3 line aharv•· 

4 Q I want to .. k• it clear. I'• not propoainq 

5 the next thing I want to aay, but thia ia totally a 

6 hypothetical. What would happen to the aarket 

7 penetration in your territory if you increaaed your 

8 local rate• $10, you vent fro• $11 to $21? 

9 A The exiating price alaaticity deaand ia for 

10 local .. rvica, everything alae being equal, aa I'• 

11 aaying. Given the cellular people keep their pricaa 

12 where they are, we put aaide the entire iaaue of new 

13 viral••• aarvicea, no nev 

14 entrant., elaaticity ahould be in the order of about 

15 .01, .a you double the ratea. so you'd ••• a very 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

... 11 percentage deer•••• in the number of cuato .. ra 

that took telephone aervice. 

Q In ter.a of .. rket penetration, therefore, 

aignificant incraa••• in local rates do not affect 

univeraal aervlce? 

A They would not. 

Q Okay. However, that ahould not aake ua 

oblivioua to tba fact that there are tho•• vho are on 

the network that would fall off and who are vulnerable? 

A There are people on the network. The 
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elaeticitiee of the . 01, . 0 5 t hat are typically cited 

in tbe literture, there are subsets of the population 

vho bave price .. naitivity significantly in exc••• of 

tbat. 

Q •ow, Ca.aieeloner Lauredo - -

COIDIISSIONER IAUREOO: Would you aake sure 

7 you vill be on thie Coaaiaaion when that happena. When 

I the rat•• doublee. (t.ughter) 

9 KR. WIGGIMS: There'• only so auch pain I can 

10 handle, Coal•• loner Lauredo. 

11 Q (By Kr. Wiggins) Coaaiaaioner Lauredo has 

12 .. ntioned one of Dr . Huber's reports, and I think 

13 tbat' • the CJeodeeic report that he's referring to. 

14 When be .. Y• tbat 105 land-line -- 105 aillion 

15 land-line cuetoaera account for lOt of the revenues, 

16 and 35 alllion of bueln••• cuatoaera account: for tot of 

17 the revenuee, without disclosing proprietary 

11 inforaation, could you break that down to ao .. thing 

19 caaparable for your coapany? 

20 A If you look at the distribution of cueto .. r 

21 U..CJe and cuetoaer revenues, i t has largely been 

22 unchaft9ed for 20 years. The distribution of usage, and 

23 accordift9 to your revenues, follows what'• called a 

24 9a ... or beta dietribution. It can also be 

25 approxi .. ted by a noraal distribution , which .. ana it's 
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akewed. 1 

2 .... aber what an •y• diatribution looka like 

3 fraa your atatiatica? (Lauqhter) Iaaqine what a 

4 norMl diatribution look• like, the bell-ahaped curve, 

5 go to the right aide of it and •hove that aucker 

6 tovarda the acceaa, and you'll get a little 

7 diatribution that'• cra ... d like that, which aaya the 

I aajority of the people, you know, don't qenerate auch 

9 uaa9e. A very aaall proportion qenarate lot• of 

10 revenue• to tbe c011pany. 

11 Tbe intereatinq thing about that, no aatter 

12 vbere ve vent in the United State• or, in fact, 

13 internationally, it followed the •aae pattern. The 

14 pattern for GTE look• fairly auch like the pattern for 

15 the United Stat••· Ia that a lonq enough an•wer to a 

16 abort queation? 

17 COMMISSIONER LAUREDO: I would like to, in 

18 all .. riouaneaa, 9et a •hort an•wer to that que•tion. 

19 I thought, in relative to ay previou•ly -- what i• 

20 GTB'a territory? What ia the general percentage? 

21 WITNISS BEAUVAIS: The GTE di•tribution 

22 without -- I don't have the percentage• with ... The 

23 diatribution, 10/20 or 90/10, would approxiaate GTM, 

24 aure. (aic) 

25 COieiiSSIONER LAURI!DO: Thanka . 
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(By Kr. Wiggins) Is it fair to say that one 

2 way to look at the reduced •pecial access and private 

3 line rataa ia that it lovers the econoaic input calls 

4 of the cuataaera taking those services? 

5 

6 

7 

8 

g 

10 

11 

12 

13 

A 

Q 

I'a aorry? 

WOuld you like ae to rephrase that? 

A Please. 

Q Let's ••• if I can put this in English. When 

and if tbe .. special ace••• and private line rates coae 

down in the future due to this coapetition, that'• 

90ing to be 9ood for the coapanies subscribing to these 

.. rvicea; isn't that correct? 

A MOat certainly they would have to be the best 

14 forth-. 

15 Q When they pay less, that aeans the cost of 

16 their producing, the cost they incur in producing their 

17 services and goods are reduced as well? 

11 A Correct. 

19 Q And that factors into the benefits of having 

20 pr .. uaably efficient aarkets? 

21 A Yea. 

22 Q Thank you. I would like to, if we could, 

23 focus this question and answer session on the typical 

24 residential end u .. r. I would like to use ay aother'• 

25 exaaple, but abe lives in oviedo and that'• not in your 
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1 territory. But I'a sure there are other aothers out 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

tbere, not •• .weet •• •ina I'• sure, but there are 

other• out there who vill never take a spec ial access? 

A I would assuae that'• correct. Unl••• your 

110ther ia real bu8y. 

Q Or abe wants to bypass .. , I 9ue••· 

Aa a r .. idential consuaer who ia aubscribin9 

to juat atandard Rl rates and Feature Group D toll 

.. rvioe fraa oo.petitive carrier• such aa AT,T, MCI or 

Sprint, vbat doea this apecial accesa and private line 

ca.petition in collocation aean for her, 9ood or bad? 

A I believe in the ahort run, if ve define 

apecial acceaa and private linea, the way they are 

today, there'• probably very little iapact on the 

reaidential cuataaer'• bill one way or the other froa 

16 the provision of expanded interconnection. So Moa 

17 would be okay in the short run . 

18 Aa ve 110ved to switch -- on to awit.ch, 

19 bowever, the contribution froa switched ace••• services 

20 ia far greater than it ia special , and that'• vhen you 

21 start generatift9 potentially all kinds of revenue 

22 illpacta. 

23 Q And if I understand your testiaony correctly, 

24 your written teatiaony, ia it that ia auch a 

25 ai9ftificant .ave that the Coaaiaaion needa to be very 
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-- I bate to u .. the word •cautioua• but -- cautloua 

and infor.ed and conaidered aa you aove forward to that 

aapect of interconnection? 

A I would think ao. The FCC doean't have to, 

aa CO..iaaioner Lauredo puta it, the rcc doean't have 

to ait up there everyday when thoae iapacta atart 

tranalating th ... elvea to local ratea. They get t~ ait 

in D.C. and hide. 

Q I bate to end on auch a nice note. Let ae 

juat return to your initial poaition thia afternoon, 

tbat eaaentially you are adaaantly oppoaed to the FCC'• 

forced pbyaical collocation approach? 

A Yea. 

Q How auch of your teatiaony and your poaition 

ia contingent upon your coapany or othera being 

aucceaaful in appealing the FCC order? 

A Even if the rcc order waa appealled, if I 

underatand --

Q Of the affiraed --

20 A The philoaophy we're putting forward ataya 

21 the ..... on the other hand, aa a practical aatter, if 

22 the roc order 1• afflraed, the decisions of thla 

23 Co.aiaaion I think are largely aoot . I don't like to 

24 aay that, but the price of floor space is tariffed. We 

25 have aa a LBC no way of knowing the jurisdictional 
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1 nature of tba traffic. so the price is going to be the 

2 .... , tbare'• contaaination rules that say, •If aore 

3 than lOt of tbe traffic on a circuit ia interstate, the 

4 circuit ia cla .. ified aa interstate.• All of the rules 

5 are there at tbat point are under FCC rules. All you 

6 or MCI, the cuato.er, haa to tell ae is it'• 

7 interatate1 and aa a cuato .. r, aind at that point, as 

8 vall as a co.petitor, I'a going to believe you until I 

9 catch you. Tba laat is just a parenthetical obviously. 

10 (Laughter) 

11 Q I juat 90t a couple aore question, Dr. 

12 ... uvaia. 

13 COMM%SSIONER CLARX: I'a not sure I 

14 underatood. Are you suggesting that if the FCC's 

15 deciaion is upheld, there'• virtually nothing for us to 

16 do? 

17 WITNISS BEAUVAIS: In one sense -- and I 

11 don't like to aay it, but I do believe that's true. 

19 There i• a price that'• for floor apace that GTE and 

20 other Tier 1 LECa would have in their tariffs today. 

21 OOMMISSIONIR CLARK: And it's going to be the 

22 .... whether it'• interstate or intrastate? 

23 WITMBSS BEAUVAIS: Aa GTE has testified, as 

24 I've testified, GTE would recoaaend that if we do that, 

25 we have the .... price for interstate veraua 
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1 intraatate. 

2 OOMRIIIIOMIR CLARK: Becauae there'• no 

3 difference in the .. rvice? 

4 WI!WBSS BEAUVAIS: There ' • no difference. 

5 Ploor apace ia floor apace. In all falrne•• to 

6 interconnecton, they -y not know the juri.clictional 

7 nature of tbe traffic either. It'• beco•lng very hard 

8 to deteraine where tho•• electrons or lightwave• co .. 

9 froa and go to juriadictionally. 

10 And the co.-on price for interstate and state 

11 .akea aenae. Purther.ore, if you put on top of that 

12 tbe rulea for contaainated circuits, if •ore than 10\ 

13 of tbe •inutaa of u.. on that facility is claaaified as 

14 interatate, then the whole circuit is interstate . Even 

15 if 19\ of it would be atate for regulatory purposes, 

16. it'• interata·te. All I see, or anybody else would have 

17 to do ia tell .. , ia that it's interstate, and that's 

18 available if the rcc ia upheld. So they could be 

19 carrying intraatate circuits on that , but it's going to 

20 be claaaified aa interatate. co .. issioner, I don't 

21 

22 

like telling you that . 

I'• just interested in 

23 the practicality. 

24 WITN&88 BEAUVAIS : I think that's the •arket 

25 reality. 
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1 COIDIISSIOIID CIARJC: What you're sayinc) is 

2 it'• i~ractical to do anythinq different than vhat --

3 WITM&SS BEAUVAIS: Well, I don't think it's 

4 i~ractical. Well, I hope GTE and the other LECs that 

5 filed tbe court case vin. I aean, I really believe 

6 that there ia a aolid caae there. One safe way around 

7 tbat ia adopting the LEC choice or the property rights, 

I ownera choice to provide it. We aay very well be able 

9 to reach a autual advantageous physical collocation 

10 arrang ... nt vith everybody who wants it . And in which 

11 caae tbe court ca .. -- if we win, hey, we're already 

12 there. It vaa .utually agreed upon. There's no 

13 coercion being put on the LEC to negotiate that space. 

14 so, yea, you do have choices available. 

15 COMMISSIONER CLARK: Go ahead, Mr . Wiggins. 

16 Q (By llr. Wiggins) Do you know what per•:::entage 

17 of the DS-3 circulta -- DS-3 services provided by 

18 General 7elepbone vlthln Florida are jurisdictionally 

19 lnteratate? ~at's not a trick question. 

20 A I .. y have the infor.ation here, I'a not 

21 aure. I can get back to you with it, or I can take a 

22 couple of ainutes and try to find it. I don't know it 

23 off the top of ay bead. 

24 Q ~en vould you also need a couple of ainutea 

25 to deteralne DS-1, vhat percentage -- I have a deal 
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1 that you ahouldn't be afraid to accept. Let .. juat 

2 aak you tbat on rebuttal when you get back. You're 

3 taking rebuttal, aren't you? You're not offering 

4 rebuttal teatiaony? 

5 MS. CASWELL: No. 

6 MR. WIGGINS: So auch for the •oaent. 

7 WITIIESS BEAUVAIS: Does the percentage aake 

a any difference? 

9 Q (By Mr. Wiggins) No. What I'a looking for 

10 ia would you a9ree, aubject to check -- I hate to do 

11 tbinga that vay -- would you agree that, aubject to 

12 check, that the overvhelaing aajority of the DS-3 

13 .. rvicaa are juriadictionally interstate? 

14 A I believe that's true. 

15 Q It'a not worth delaying the hearing for, Dr. 

16 Beauvala. (Pauae) 

17 co.IISSIOND CI.ARJ(: What's happening? Ia 

11 there a queation for Dr. Beauvais? 

19 MR. WIGGINS: Well, I'• prepared to aak 

20 another queation but Dr. Beauvais aeeaed like he wanted 

21 to 

22 

23 

24 

A 

Q 

No, I vaa looking. 

MR. WIGGINS: Sorry, Coaaiasioner. 

(By Mr. Wiggins) Are you faailiar with the 
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1 A YM. 

2 Q I would juat like to get thi• clarified for 

3 ae and in tbe record. If I'a a cu•to .. r of General 

4 Telepbone and I aak for •ervice• and there are no 

5 faciliti .. tbere to provide .. •ervice•, are you 

6 obligated to provide ae facilitie•? 

7 A It would depend on where you are, but we are 

8 obligated to provide aervice• under rea•onable tera• 

9 and conditione. If you are a•king tor ••rvice• and you 

10 live baltvay out in the aiddle of the Everglade• 

11 aa.evbere, we're not required to run you in our one 

12 line out there for $11 a aonth. 

13 

14 

15 

16 

17 

18 

19 

Q I• there aoae •ort of five year return of 

inve•taent rule that the coapany u••• tor deteraininq 

whether or not it'• reaaonable to provide aervice? 

A Not that I'a aware ot. 

Q Let'• back up a •econd. so it I understand 

your anaver correctly, the carrier of last re•ort 

obligation doe• not aean that you're obligated to 

20 provide .. rvice• under any teras and condition•. Just 

21 teras and condition• that are reasonable? 

22 

23 

A Correct. 

MR. WIGGINS: Thank you. I have no further 

24 que•tiona. 

25 CLARK: Staff, how •uch do you 

FLORIDA PUBLIC SERVICE COMMISSION 



363 

1 have? 

2 IIR. MURPHY: About 15 questions . 

3 COMMISSIONER CLARK: Go ahead . 

4 CROSS EXAMINATION 

5 BY IIR. IIUJtPIIY: 

6 Q Hello, Dr. Beauvaia. I'• Charlea Murphy on 

7 behalf of the Staff. 

8 Have you received a copy of Exhibit• EB-1 

9 throu9b 7? BB--7 i• a redacted veraion of EB-6, which 

10 i• •ubject to confidentiality requeat? 

11 A SO.. of the• are ai•ply piece• of paper that 

12 .. y •exhibit.• 

13 Q We can 9et you thoae. Thoae are the two 

14 volu.inoua exhibita. One l• the CTE FCC tariff• and 

15 tbe otber i• floor •pace exhibit, which waa a 

16 late-filed exhibit to a depoaition. 

17 A Ye•, then I have received th••· 

18 Q Are the exhibit• accurate to the beat of your 

19 knowledge and belief? 

20 A To the be•t of •Y knowledge , they're 

21 accurate. 

22 MR. MURPHY: Staff would ask that the 

23 exhibit. be .. rked for identification. 

24 COIIaSSIONBit CLARK: I believe the next 

25 exhibit nuaber i• 10? 
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1 IIR. JmltPIIY: Yea, co-iaaioner. 

2 COIIaSSIONIR CIARJ(: Why don't you go ahead 

3 and run tbrou9b that atarting with EB-1. I'a aorry, 

4 but I'a not aure I have EB-6. 

5 IIR. MURPHY: EB-6 ia confidential. We vere 

6 only 90inq to hand it out if there vere cro•• queation• 

7 on it. We have a redacted -- 7 ia a redacted veraion 

a of 6. 

9 lxbibit 10 vould be •Reaponae to Staff'• 

10 Interr09ator1 ... • lxhibit 11 

11 COMMXSSIOHER CLARX: Wait a ainute. EB-1, 

12 •xnterrOCJator,l••• vill be Exhibit 10. EB-2. 

13 IIR. MURPHY: Ia •staff'• Firat Set of PODs,• 

14 r .. ponae to thea. 

15 That's Exhibit 11. 

16 

17 tariffa.• 

18 

19 12. 

20 

MR. MURPHY: No. 12 would be •GTE'a FCC 

COMMISSIONER CLARX: Okay. That'a Exhibit 

IIR. MURPHY: No. 13 would be •Floor Space 

21 Study Docuaenta.• 

22 COMMISSIONER CLARX: Okay. 

23 IIR. MURPHY: No. 14 would be the •o.poaition 

24 Trenacript.• 

25 COI81ISSIOIIER CLARX: Okay. Exhibit 15. 
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1 MR. MURPHY: 1~ 1• the confidential exhibit, 

2 which we would only hand out if there'• cro•• on it. 

3 And ve don't need to nuaber EB-7. It'• the redacted 

4 veraion juat for --

5 Let'• go ahead and --

6 you aay 15 ia --

7 

8 

MR. IIUitPRY: I• EB-6. 

COMMISSIONER CLARK: Which i• confidential. 

9 KR. MURPHY: It'• been given to the court 

10 reporter. 

11 

12 

13 

KR. WIGGIMS: Could we get a title for EB-6? 

IIR. JaJJlPIIY: Say again? 

IIR. WIGGIMS: Could I get a title for EB-6? 

14 KR. MURPHY: EB-6 1• •confidential Reapon•e• 

15 to Staff Interrogatory No. 64.• 

16 COMMISSIONER CLARK: That'• Exhibit 15. 

17 Exhibit 17, let'• aake that the redacted. I'• aorry, 

18 Exhibit 16 would be EB-7. 

19 KR. MURPHY: Right. And regarding EB-3 and 

20 4, if people need the voluainoua docuaents, we will 

21 provide it for thea. 

22 COMMISSIONER CLARK: Okay. 

23 (Bxhl.bit Mo•. 10 through 16 aarked for 

24 identification.) 

25 KR. MURPHY: co .. i••ioner• , we alao at the 
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1 beginning of tbe bearing aaked and thouqht ve had an 

2 agre...nt to atipulate the aurveillance report• of the 

3 varioua LICa into the record. And ve would like to do 

4 that at tbia tt.e a• Exhibit 17. Mr . Davia vill 

5 diatributa tboae to everyone. 

6 OOMMISIIOMBR ~: And that'• aurveillance 

7 reporta tor Vbicb coapaniea, all local exchanqe coapanies? 

8 IIR. IIUJtPIIY: All of thea that are here today. 

9 ~L, oantel, United, GTE, Northeaat, Southern Bell. 

10 COIMISSIONIR CLlRJ(: Okay. That will be 

11 .. rked aa Exhibit 17 aurveillance report• ·for tho•• 

12 co.pani•• liated. Show that entered in the record 

13 vitbout objection. 

14 (Exhibit No. 17 .. rked for identification and 

15 received into evidence.) 

16 IIR. IIUJtPIIY: Thank you . 

17 IIR. PONSz ca.aiaaioner Clark, could ve ahov 

18 tbat aa •Deceaber 1992 surveillance Report•• juat ao 

19 there will be no --

20 OOMKISSIOIER CLARK: Septeaber? 

21 

22 

23 Q 

IIR. POliS a Decellber 1992. 

Okay. 

(By Mr. MUrphy) Dr. Beauvai•, ha• the 

24 Co.pany quantified any revenue iapact if pricinq 

25 flexibility ia not 9ranted? 
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1 A Due to expanded interconnection in Florida? 

2 Q Y .. , air. 

3 A .Ot tbat I'a avare of. 

4 Q currently bow do contract service 

5 arranq ... nta in Florida coapare vith those in other 

6 atatea? 

7 A Do you vant a detailed coaparison because if 

8 you do that'• voing to be a long answer. 

9 Eaaentia1ly, the CSA• in Florid~ are aoae of 

10 the aoat flexible, the GTCa, anywhere in ita currant 

11 40-atate operation. All ve have to do is essentially 

12 abov tbat the ca.petition exists and that we pa•• along 

13 incr ... ntal coat. 

14 Q Do you believe that the contract service 

15 flexibility vhicb exiata today should be continued 

16 under collocation? 

17 A Yea, at a ainiaua, I'd say you continue the 

18 contract aervice arranqeaent. 

19 Q You teatify that you'd like to see aoae 

20 tariff flexibility to offer voluae discounts on a 

21 qeograpbical and central office ba•is; is that corre~t? 

22 

23 

A 

Q 

That'• correct. 

Are you faailiar with FCC Order 93726 

24 regarding &one denaity pricing? 

25 A With reapect to expanded interconnection? 
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3 

Q 

A 

Q 

Y-, air. 

, ... 
Did you participate in the GTE Service 

4 Corporation aone denaity pricing plan that the FCC 

5 approved in that order? 
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6 A I bave participated in a nuaber of thea, I 

7 believe. The one ve tiled vas partly aine, anyway. 

8 Q Would it be your position that this 

9 ca.ai••lon adopt the rcc plan? 

10 A I believe that the FCC's policy on zone 

11 denaity pricing ia actually too reatrictive, given the 

12 preaence ot the cro•s-indexed price caps . It forces, 

13 in ao .. ca ... , prices up -- in rural areas you aight 

14 not vant to lncrea.. as auch because you have to 

15 decrea .. a011e in the urban areas in response to 

16 ca.petltion. And I don't necessarily want to have to 

17 do that in all caaes. 

18 Q So do you believe that the contract service 

19 1• a better •olution to the flexibility problea than 

20 tbe zone? 

21 A Well, no, I think they are coapliaentary. 

22 The &one denaity price of the FCC is okay as far as it 

23 goes. It'• the presence of the price cap and the dual 

24 indices where you can only aove prices plus or ainu• 5 

25 or lOt in that •one. But because of the revenue 
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1 veighta, it forcea you if you want to lower the price, 

2 aay, 10• in the urban area, you aay have to really jack 

3 the price up in the rural area far aore than you would 

• want to. 

5 Yea, I would put zone denaity pricing aa 

6 infor.ation for conauaera, if nothing elae, out there: 

7 that thoae are available in ay tariffa, aaauaing I have 

8 to file tariffa, aa well aa having the ability to go 

9 CSA. 

10 Q Juat •o I under•tand, you would lika tha zona 

11 pricing a• an option for the consuaer or for the 

12 caapany or tha contract aervice arrange .. nt? 

13 A What I would like to do ia, eaaentially 

14 let .. gat an aaauaption first. Let'• aaauae that 

15 Florida ia going to require the continuation of 

16 tariffa, ao that all our aervicea will have to be 

17 tariffed aa vall. Then I want ay tariff• to reflect 

18 tbe coat and d ... nd pattern• in different geographic 

19 areaa. 

20 Under apacial circuaatances or aore unique 

21 circuaatancea, I .. y hava to go off thoae tariffa, even 

22 vitb aone and volu.. diacounta, ao I would want both. 

23 I think tbey are coapli .. ntary: not neceaaarily 

24 aubatitutea. 

25 Q Okay. Do you think that there needa to be a 
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2 arrangeMDta or ia i~ aclequa~e aa i~ ia? 
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3 A CSAa, in all bonea~y, are reaarkably flexible 

4 today in Florida. I think, you know, ~he Coaaission 

5 ahould be applauded to CJO ahead with ~ha~ in ~erws of 

6 priciftC) flexibility for the LEC. They are adequate in 

7 developing the price8. There'• cua~o .. r inforwation 

8 probl- a•aociated vitb thea, and aa aoon as I go to 

9 .witched acce•• interconnection, then ~he CSA authority 

10 vill probably bave to be •iqnificantly increased. 

11 Q Are you aware of any •~a~e• in which GTE 

12 operata. that bave C)ranted expanded interconnection? 

13 A we operate in Illinoi• and New York. 

14 Q What type of interconnection waa required, 

15 phy•ical or virtual? 

16 A The PCC required phyaical . The states -- New 

17 York, I believe, initially had atarted virtual and then 

18 .oved to pby•ical and the .... for Masaachusetta, I 

19 believe, •• well a• Illinoi•. 

20 Q we aay cover •a.e of ~he •••e ground here, 

21 but do you believe that the PCC'• decision to li•it the 

22 interconnection aandate to Tier 1 LEC• vaa correct? 

23 

24 

A 

Q 

~ I an•vered before, yea, I do. 

What regulation regarding expande~ 

25 interconnection do you believe ia appropriate for 
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non-Tier 1 LBCa? 

A I believe for non-Tier 1 LECa the regulation 

for expanded interconnection ahould literally be 

approached on a ca--by-caae baaia. After all, even 

for Tier 1 LIC. ve do have certain exchange• that would 

look a lot like Tier 2 LICa. One coaea to aind for 

Wiaconain, for exa~le. 

We've 90t ao .. pretty amall exchange• out 

there that happen to have ao.. rather large cuato .. ra 

in th-. Landa Inn co-• to aind, in one of our 

exchangea, vhicb baa a huge voluae of buaineaa, aiailar 

in ao.e caaea to the Univeraity of Florida. I .. an, 

tbere can be a vbole lot of point-to-point traffic. 

Wben that ia the caae and an interconnector 

deairea to eatabliah ao .. kind of arrangeaenta, if they 

can n~otiate the Tier 2 LEC, that would see• to be an 

appropriate way to go. 

Q Aaauaing that the co .. iaaion require• 

tariffing, ahould the co .. iaaion require LECa to file 

rate eleaenta in tbe interatate expanded 

interconnection tariff• which •lrror the rate ele•ents 

in tbe interatate tariff• filed with the FCC? 

A Aa a practical aatter, I think the anawer i• 

yea, even tbough we don't do ao today for a lot of 

25 thinga. After all our •tate ace••• charges are 
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different froa our interstate ace••• charges today and 

bave been historically. 

Q Do you a9r .. vith the FCC standard of 

allocatin9 apace on a first-co .. -first-aerve basis 

Vbere apace ia available? 

A It'• a workable standard. 

Q Should tbe Florida Coaaisaion •irror the 

FCC'• atandarda in allocating space? 

A My anawer would be if that's the federal, 

ye•. ~ the extent poaaible don't duplicate or don't 

create new procedures that don't have to be. 

Q If collocation for expanded interconnect is 

approved for intraatate special access and private 

line, and tbe ter.a and conditions are tariffed, vhat 

will be tbe atatua of existing contract• such as those 

between AT6T and GTE Florida for the lease of floor 

apace? 

A Exiati"9 contracts, I would arque, would 

probably atay in effect until they ter.inate, in which 

caH new contractual arranqe .. nts would either be 

entered into under CSA or they would pay tariffed 

rat••· 

Q Okay. GTE asked the FCC to reconsider the 

tariffi"9 of floor apace; is that correct? 

A That' a correct. 
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1 Q Vby va• that? 

2 A Becau•e ve di•agree with tariffing of floor 

3 •pace. It va• -- in our opinion, floor •pace i• not a 

4 teleca .. unication. .. rvice, it'• a real ••tate •ervice, 

5 and tbe FCC doe•n't have the power to regulate it under 

6 their charter. 

7 

8 

' 
10 

Q 

vell? 

A 

Q 

Would that arguaent apply to thi• docket a• 

Ye•, it would. 

eTa al•o ••ked for recon•lderation of •fre•h 

11 look•l i• that correct 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

Tbat '• correct. 

Vbat i• •tre•h look• and why did you want it 

recon•idered? 

A The FCC adopted the •fresh look• policy, 

vbich e• .. ntially •aid that any existing contract• 

ori9inally over thr .. year•, •ub•equently •odified to 

three year• or longer, any cu•to•er of one of tho•• 

contract• ha• the ability to walk away fro• the 

exi•ting contract in order to take up •ervice with ICI, 

Teleport or any other party perhap• offering that 

.. rvice nov in that exchange . 

GTE o~ed that, under the notion that by 

and large the .. are •ophi•ticated custo•ers today; they 

know vhat i• 90ing on1 they know what'• been out there. 
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1 There'• no r .. .on to void a valid contract •i~ly 

2 becau.e a new option co-• alonq. Tho•• cu•to .. r• knew 

3 tbo•e option. were there or were coainq •hortly. They 

4 could bave elected to take a •horter tariff period . 

5 They did not. 

6 Q Would tboee arquaent• apply in thi• docket a• 

7 

8 

well? 

A I believe the arquaent• apply in thi• docket 

9 •• well. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q one ..cond. 

D. ......rt: We have no further que•tionli. 

a.DIISSIOND CLARJ(: Redirect. 

MS. CASWILL: I have ju•t a couple of 

clarification que•tiona. 

REDIRECT EXAMINATION 

BY MS. CASDLL: 

Q Kr. Beauvai•, even thouqh Chapter 364 would 

allow croe•-•ubaidiaation in certain instance• for 

•ocial policy rea.ona, would cro••-•ubsidization of 

•pecial acce•• and private line aake any ••n•• froa a 

bu•ine•• •tandpoint for GTE? 

A Well, fro. •Y point of view, the 

cro••-•ub•idi•ation of •uch •ervice• aakea no aen•e for 

either private or public rea•on•. 

Q And if price exceed• increaental coat, then 
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1 there ia no croaa-aubaidization, i• there? 

2 A ~ntally, that'• correct. 

3 Q Given tbe uncertaintiea aurrounding the 

4 appeal of tbe pbyaical collocation aandate, do you 

5 believe a policy of LIC choice of collocation option• 

6 ia beat for thia oa.aiaaion to adopt? 

7 A Por the reaaona I expreaaed earlier, I would 

8 u~e the Ca.aiaaion to adopt the LEC choice policy aa 

9 oppoaed to .. ndating either phyaical or virtual 

10 collocation. 

118. CASWZLL: That'• all I have. Thank you. 11 

12 IIR. HOPFIIAII: lladaa Chairaan, before we aove 

13 any further --

14 CCI.IISSIOIID CLAJU{: I did not allow the 

15 Ca.aiaaionera an opportunity to aak queations. 

16 COIIIIISSIOIID LAUR!!DO: A very brief question. 

17 I want to 9et a handle on your concept that -- I think 

18 you aaid a lot of thing• today, but one thing your 

19 against phyaical collocation becauae of a lot of 

20 reaaona, not tbe leaat of which you call it 

21 confiscation. But you're not againat the -- I'a aorry, 

22 you're againat ordered phyaical collocation. You're 

23 not against pbyaical collocation per ••. You advocate 

24 that aoaehow you can coae up with aoae autually 

25 advantageous agr .... nta between parties. 
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1 WITIIBSS BDUVAIS: That' • correct. 

2 COIIIIIUIOIIIIl LAUR!DO: I• it your opinion 

3 that the parti .. go in on an even playing field in 

4 negotiating to get acce•• to your 
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5 WITWBSS BIAUVAIS: I believe the partie• go 

6 in on an even playing field in the aenae that we've got 

7 vbat we've 9ot1 they've got what they've got. If they 

8 don't like the pby•ical arrange .. nt• that we're willing 

9 to otter, they have additional choicea. 

10 a..ISSIOIID IAUUDO: Let ae ask you thia: 

11 What prohibit• you fro. diacriainating againat -- one 

12 applicant againat tbe other? 

13 ~ BIAUVAIS: Well, I think the 

14 .. rketplace will probibit any unjuat diacriaination. 

15 COIMISSIOIBR LAURIDO: The aarketplace? 

16 WITNISS BEAUVAIS: Yea, the aarketplace. 

17 ICI, Teleport, potentially Tiae warner, Jon•• 

18 Intercable in the Ta.pa area, all offer or are capabl• 

19 of offering and building and conatructing network•. 

20 ICI baa done a wonderful job of offering service over 

21 the paat five year• or ao. They have been an 

22 incredibly aucceaaful co.pany without any 

23 interconnection -- any aort of interconnection to ua. 

24 When it co.aa to buildift9 our interconnection, clearly 

25 they have the option of building facilitiea to any 
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2 rigbt-of-vay, they can put facilities out to that 

3 cuata.er. 

377 

4 ~t alone i• going to liait the aaount of 

5 price incraa ... tbat we could aake . There are options 

6 other than ua. There'• aicrowave technologies to get 

7 to that cuatoaer. They can build their own. There'• 

8 virtual. 

9 COIIaSSIOIID IAUREDO: That's the one I 

10 wanted to focua on. I que•• what you're aayinq ia, 

11 when you talk about thi• autually advantageou• 

12 relationabip or tbi•, I queas, caveat eaptor between 

13 two bi9 boya in negotiating, •Hey, you either do it ay 

14 way or you build your own ayatea.• Ia that the 

15 alternative? 

16 WITNESS BIAUVAIS: or you take a virtual 

17 collocation arrang ... nt. 

18 COIIIIISSIOIID LAUREDO: Okay. But I waa 

19 focuaing on your •tat ... nt that you don't have a 

20 probl .. with pbyaical collocation as long as you can 

21 nec)otiate it with the other party. And I'a trying to 

22 tbink throutb in tbe practical world, gee, I like that. 

23 But, you know, if you don't like •• for soae reaaon, 

24 and I have a coapany -- I aean, I can ••• a whole bunch 

25 of abu•e• of that. And I queaa your anawer ia if you 
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1 can't -- if ve can't find a tune we can dance to, build 

2 your own •Y•t .. ,• ia that 

3 ~~8 BEAUVAIS: In one aenae, I que•• that 

4 i• .y answer. In another aenae there'• nothinq really 

5 different betveen here and buyinq a car. If you've got 

6 a car I want --

7 COiaiiSSIOIID LAUREDO: Well, it ia if we have 

8 you happen to be a r~lator induatry. car• are not 

g yet regulated. Sa.. would arque that they are. 

10 WITia&S BEAUVAIS: The fact of regulation, 

11 tbat we're regulated and they are not, perhapa, ia 

12 la1:9ely irrelevant to the queation of n8C)otlatinq 

13 power. 

14 COIIIISSIOIID LAUREDO: Well, ia it irrelevant 

15 tbat there va• at leaat a partial contribution by 

16 ratepayer. to the •yatea that you are the guardian of 

17 the 9ate? 

18 WI~S BEAUVAIS: Well, in one senae I quaaa 

19 there ia. I ... n we're in the business of providing 

20 telephone -rvice. And cuato .. ra pay ua for that for a 

21 profit. we can di•tribute that profit to our 

22 •hareholdera and k .. p aoae of it to build new 

23 faciliti .. to further cuatoaers. I ••an, that is our 

24 bu•ina•s, ju•t like cuato .. ra of bakeriea pay for 

25 bread. The fact tbat cuato .. ra pay for aervicea does 
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1 not .aka thea owner• of the coapany. I'• not trying to 

2 be blunt here. .. do have philoaophical 

3 COIDII88IOIIER IAUREDO: I never aade any 

4 contribution directly or ao to the bakery in •Y 

5 ~town. I have -.de a contribution to the 

6 intraatructure. 

7 WIT'IfUS BEAUVAIS: I believe you did. When 

8 you bought that loaf of bread they were aaking a profit 

9 on that loaf ot bread. 

10 ~I88IC*D IAUUDO: lly point ia -- let .. 

11 juat aee if I can underatand. It aeeaa to .. that your 

12 poaition and I could be juat reading the worda 

13 wrongfully, ao I want to .. ke aure I don't get the 

14 wrong tapr .. aion. It ..... to be a alightly aore 

15 radical poaition than other LECa , vhich are aore 

16 inaiating on the price flexibility aa ao .. thinq that 

17 needa to go together with thia iaaue in thia area ao 

18 that they don't, in tact, beco .. the guy in the ring 

19 with one hand tied behind their back. 

20 WITMZSS BEAUVAIS: We want the pricing 

21 flexibility .. well. In one aenae it probably ia aore 

22 radical becau .. , I 9Ueaa in ay opinion, it'• far aore 

23 fr .... rket oriented. If ve want coapetition and 

24 coapetition ia going to be the way of the future, I 

25 believe that caapetition doea bring certain benefita, 
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1 then let'• 90 bave the coapetition. 

2 COMKISSION!R LAUREDO: But if the ca.petition 

3 1• 90inq to 90 thr0U9h ay •Y•tea, I'a the one who •ay• 

4 who 1• 9oing to be on ay •Y•tea, period. And if you 

5 don't like it, you go build your own •Y•tea. 

6 WI'ftiDS BEAUVAIS: Well, •oHthiftCJ alonq 

7 tboee linea. I ... n, I que•• that'• kind of a 

8 pejorative vay of putting it, but yea, they do have 

9 tbat option available to th ... 

10 .. , aa I've atated, believe in the concept of 

11 expanding their connection. It can be by phy•ical or 

12 virtual arrang..-nta. We will u•e one of thea. If 

13 botb partie• aC)r .. , then I don't •ee where they you 

14 knoW, botb partiu JNat be better off than if they didn't 

15 agree, or vby el .. would they get together voluntarily to 

16 do it? 

17 COIDIISSIOIID LAUUDO: Thank you. 

18 

19 

20 

21 

22 

COIIIISSIOIID CLAitlt: Co-i••ioner John•on? 

COMMISSIOIID JOHNSON: No. 

COMMISSIONER CLAitlt: Do you have any aore redirect? 

118. CASRLL& No, ve don't. 

COIDIISSIONBR CLAitlt: Mr. Beauvai• -- Dr. 

23 ... uvai•, you're excused. You aren't back on rebuttal, 

24 are you? 

25 WITNBSS BEAUVAIS: No, aa'aa. But I will be 
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1 bappy to bang around if anybody want•. I like 

2 Tallaba•-· 

3 D. HOPP'IIAN: Madaa Chainaan, before ve aove 

4 exhibit•, I .. aince told that the Univeraity of Florida 

5 1• in SOUtbem Bell '• terri tory, ao I uaecl the wrong 

6 exa~le to aake ay point and I withdraw ay queationa. 

7 COMMISSIONER CLARX: Show the record corrected 

8 vith your teatiaony. 

9 

10 

IIR. HOPP'IIAN: Thank you • 

D. IIURPIIY: Sha.. on southern Bell . 

11 CO..i•aioner, Staff would aove Exhibit• 10 

12 tbrOQgh -- I fortot ay audience, co .. iaaioner Clark. 

13 COIDIISSIONER CLARX: 16. 

14 IIR. MURPHY: 16. 

15 (Exhibit Noa. 10 through 16 received into evidence.) 

16 (Witneaa Beauvaia excuaed.) 

17 COMMISSIONER CLARX: I think you aay have 

18 offended tvo CO..iaaionera, but that'• all right. 

19 .. '11 go abead and adjourn the hearing today and we'll 

20 reconvene at 9:30 toaorrov aorning. 

21 ('l'hereupon, the hearin9 waa receaaed at 4:45 

22 p.a., to reconvene at 9: 30 a. •· , TUeaday 1 Septellber .141 

23 1993 at the .... addreaa.) 

24 (Tranacript continue• in sequence in Voluae III.) 

25 - - - - -
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