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1 PROCB B D I B G 8 

2 (Hearing convened at 9 :30 a.m.) 

3 CHAIRMAN DEASON: Call the hearing to order, 

4 please. Read the notice, please. 

5 MS . CANZANO: Pursuant to notice issued June 28, 

6 1994, in this docket, a hearing has been set for this time 

7 and place. The purpose of the hearing is set forth in the 

8 notice. 

9 

10 

CHAIRMAN DEASON: Thank you. Take appearances. 

MR. CARVER: Phillip Carver, on behalf of 

11 Southern Bell, 150 West Flagler Street, suite 1910, Miami, 

12 Florida. 

13 MS. PEED: Mary Jo Peed, on behalf pf the 

14 Southern Bell, Suite 4300 , 675 West Peachtree Street, 

15 Atlanta, Georgia, 30375. 

16 MR . PONS: John P. Fons, of the law firm of 

17 Macfarlane, Ausley, Ferquson and McMullen, Post Office Box 

18 391, Tallahassee, Flori da 32301, appearing on behal f of 

19 United Telephone Company of Florida and Central Telephone 

20 Company of Florida. 

21 MS. KAUFMAN: Vicki Gordon l<aufman, McWhirter, 

22 Reeves, McGlothlin, Davidson and Bakas , 315 South Calhoun 

23 Street, Suite 716, Tallahassee, Florida 32301 on behalf of 

24 the Interexchange Access Coalition. 

25 MR. ADAMS: Danny Adams, Wiley, Rein and 

FLORIDA PUBLIC SERVICE COMMISSION 



9 

1 Fielding, 1776 ~ street Northve•t, Waabinqton, DC, 20006, 

2 on bebalt ot the Interexchanqe Ace••• Coalition. 

3 MR. HOPPIIAN: ~enneth A. Hoffaan, of the law 

4 fira of Rutledge, Bcenia, UndervoocS, Purnell and Hoftaan, 

5 P. 0 . BoX 1551, 215 SOUth Monroe Street, Suite 420, 

6 Tallabaa ... , Florida 32302. And I will also enter an 

7 appearance for .. • Ter .. a Marrero, Requlatory Counsel, 

8 Teleca.aunioation. Group, Inc., One Teleport Drive, Suite 

9 301, Staten Ialand, New York, 10311, appearinq on behalf 

10 of Teleport Ca.aunications Group, Inc. 

11 118. WILSON: I •a Laura Wilaon, Post Office Box 

12 1~383, Tallaba ... e, Florida 32302, appearinq on behalf of 

13 the Florida cable Television Association. 

14 MR. DUNBAR: Peter Dunbar, on behalf of the 

15 Penninqton and Raben law fira, 215 South Monroe, 

16 Tallahassee, Florida, also enterinq an appearance tor 

17 David L. SWafford, Claa• B Practitioner, both on appearinq 

18 on behalf of the Ti .. Warner AxS of Florida, LP. 

19 MR. TYE: Michael w. Tye, 106 East Colleqe 

20 Avenue, suite 1410, Tallahaaaee, Florida 32301, appearinq 

21 on behalf of AT'T co-u.nication• of the southern states , 

22 Inc. 

23 MR. WIGGINS: Patrick ~. Wi99ina, of the law 

24 fira of Wi9qina and Villacorta, Poat Office Box 1657, 

25 Tallahassee, Florida 32302, on behalf of Interaedia 

FLORIDA PUBLIC SBR'VICI COIOIISSION 
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1 CCtiiwnicationa of Florida, Inc. I would like to enter an 

2 appearance for Maraha Rule of the aaae law fira and also 

3 for Pat KUrlin, General Counael, Inter.edia co .. unicationa 

4 of Florida, Inc., 9280 Bay Plaza Boulevard , Suite 720, 

5 Ta.pa 33619. 

6 KS. CASWELL: Xia Caawell, on behalf of GTB of 

7 Florida, P.O. Box 110, Mail Code 7, Taapa, Florida 33601. 

8 IIR. WAHLIDI: Jeff Wahlen, of MacFarlane, Aualey, 

9 Fervuaon and MCMullen, P. o. Box 391, Tallahaaaee, 

10 Florida, appearing on behalf of ALLTBL Florida, Inc. 

11 ICR. Dlfllfl I '• O.vid B. Brvin, of the fira of 

12 YouncJ, ven Aaaenclerp and Varnadoe, 225 south Adaaa street, 

13 Tallabaa ... , Florida, appearing on behalf of Northeaat 

14 Florida Telephone Coapany and Quincy Telephone coapany. 

15 KS. BRYANT: Chanthina Bryant, on behalf of the 

16 Sprint co.aunicationa coapany, Liaited Partnerahip, 3065 

17 CUJiberlancl Circle, Atlanta, Georgia 30339. Alao appea.rinq 

18 with .. ia Everett Boyd fro• the Ervin, Varn law fira, P. 

19 o. Drawer 1170, Tallahaaaee, Florida 32302. 

20 IIR. HBLSON: Richard Nelaon, of the law fira 

21 Hopping Boyd Gr .. n and Saaa, Poat Office Box 6526, 

22 Tallaha .... , appearinq on behalf of KCI Teleco .. unication• 

23 Corporation. I would alao like to enter an appearance for 

24 Michael J. Henry, 780 Johnaon Ferry Road, Atlanta, 

25 Geol'9ia, a lao on behalf of MCI. 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 IIR. Bac:JCs Charlie Beck and Earl Poucher, Office 

2 of the PUblic COUDael, 111 w .. t lladi•on Street, Rooa 812, 

3 Tallaba .... , Plori4a 32399-1400, appearing on behalf of 

4 the Plorida citizens. 

5 118. CANZANO: Donna L. canzano -- did we get all 

6 the partie•? I think •o. 

7 CBAXRMAN DBASON: I believe •o. 

8 ICS. CANZANO: Donna L. canzano, Tracy Batch and 

9 Michael Bill .. ier, 101 Ba•t Gain•• Street, Tallaha•••e, 

10 Florida 32399-0863, appearing on behalf of the co .. i • •ion 

11 Staff. 

12 ICS. JEAN WILSON: Jean Wil•on and Prentice 

13 PrUitt, - a4d.re••, coun .. l to the co .. i••ioner•. 

14 CBAIIUIAN DBASONs Preliainary aatter•? 

15 MS. CANZANO: Ye•, there are ••veral. Fir•t, I 

16 think ve would like to addr••• ·propo•ed stipulation• and 

17 aak that the coaai••ioner• reco ... nd accepting th .. at 

18 thi• tille. 

19 CHAIRMAN DBASONs co .. i••ioner•, are you 

20 prepared at thi• ti .. to a44re•• the propo•ed 

21 •tipulationa? 

22 COMMISSIONER CLARK: Where are they? 

23 CBAIRMAH DBASON: They're in the prebearing 

24 order. 

25 118. CAIIZANOs On Page 64 of the prehearinq 

PLORIDA PUBLIC SBRVICZ COMMISSION 
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1 order, we, the partie•, have agreed to atipulate Iaauea 

2 )loa. 1, 2, 9, 11 and 13; and after the prebearing order 

3 ca.e out the partie• have alao aqraed to Iaaue No. 10, of 

4 Vbicb I have paaaed out propoaad languag to the court 

5 reporter• and to th.e Ccmaiaaioner•. 

6 c:RAXRIIA!1 DBASON: ccmai••ione.ra 1 it you need a 

7 few ainute• to further review tho- 1 we ca.n take a break 

8 at thi• tt.e. or if you feel coafortable in going 

9 forward? 

10 COMMISSIONER CLARK: I need a few ainutea. 

11 CIIAXRICAN DEASON: Okay. Would it be be8t to 

12 take a break nov ao that we can knov whether the 

13 •tipulatiou are acceptable or not before we proceed any 

14 further? 

15 COIIIII88IONBR CLARK: That'• fine. 

16 c:RAXRICAN DEASON: Okay. We'll take ten ainutes . 

17 Unle•• -- are there any other preliainary aattera we can 

18 go ahead and addreaa? 

19 MS. CANZANO: Yea. 

20 CHAIRMAN DEASON: Let's do tho•• and ~en we'll 

21 take a brief race•• and further review the atipulations . 

22 MS. CANZANO: Okay. Staff would like to 

23 identify -- have official recognition of a nuaber of 

24 order•. I have di•tributed thea to the partie• and to the 

25 co .. ia•ionera and court reporter•. 

FLORIDA PUBLIC SBRVICZ OOMKISSION 
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CHAIRMAN DBASOH: All of thaaa are either PSC or 

2 PCC ordera? 

3 118. CANZANO: That ia correct. 

4 CIIAIRIIAN DBASOH: And we routine y recognize our 

5 own order• and nor.ally we recognize order• ot the PCC aa 

6 well; 1• that correct? 

7 118. CANZANO: Yea, it ia. 

8 CBAIJaiAN DBABOH: And all partie• have tbia 

9 liat, I take it? 

10 118. CAIIZAHO: They ahould. 

11 CIIAlRIIAlf DEASON: I• there any objection to tbe 

12 ca.ai•aion recognizing any of the order• contained in the 

13 Staff-provided liat? 

14 Very well, let the record reflect there i• no 

15 objection. What I would propo•e to do ia •iaply 

16 identity tbia liating aa an exhibit; that way, it would 

17 prevent the neceaaity of having to read each one of 

18 then at thia tiM anc! it aay be aore axpeditioua. So 

19 tbia liatin9 will at.ply be identified a• Exhibit Mo. 1. 

20 And without objection, that exhibit will be adaitted 

21 into the record. 

22 Bea:rin9 no objection, it i• adaitted. And it 

23 i• •iaply for the purpoaea of liatinq the order• that 

24 will be officially recognized. 

25 (BXbibit No. 1 aarked for identification and 

FLORIDA PUBLIC SIRVlCI COMMISSION 
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1 received in evidence.) 

2 118. CAIIIAIIO 1 ThanJc you. 

3 CIIAIItiiAif DIASOII: Any other preli•inary -tters? 

4 118. CAMZAIIO: Yes. FCTA has a concern abo t one 

5 of ita vitnea ... vbicb it would like to addreaa. 

6 118. WILSON I 'l'hank you, Mr. Chair.an. I found 

7 out on Priday at 3&30 tbat .y witness, Bill Kinqsley, had 

8 been involved in a boating accident and had sustained 

9 in juri.. to both of bis leqs, .akinq hb unable to travel 

10 froa Philadelphia down here tor the bearin;. 

11 upon learninq that, I vas able to find a 

12 substitute witneaa. Ria na.e is Jeff S.ith, and be is 

13 the Vice Pr .. idant and General Counsel of Coacast 

14 Cellular and tbe Deputy General counael of Cowcast. He 

15 will be available and ia co-.petent to testify on the 

16 issues a44r•..S in tbia docket. He will be available 

17 to testify on Tuesday. 

18 I have ehecked vi th the other parties and I 

19 believe that I can aay that there are no objections to 

20 thia. And I will need ao .. acco-odation if you are 

21 aqreeabla to take hi• out of order on TUesday. 

22 CBAZRMAN DEASON: Any objection to havinq 

23 Mr. SJlitb eubetitute t or Mr. Kinqsley and bavinq Mr. smith 

24 appear on TUesday? I believe there'• no objection. We 

25 will certainly en4eavor to .alee that acco .. odation. 

1'WRIDA PUBLIC SBRVICB COIDIISSIOH 
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ICS. WILSON: Thank you. 1 

2 

3 

4 

CJIATPMAif DBASON: Any other preliainary aatter•? 

ICS. CANZANO: I believe Ms. Jtaufaan ha• one. 

ICS. JCAUPICAM: Thank you, Jlr. Chairaon. I 

5 actually have two. The fir•t i• that, pur•uant to Rule 

6 25-22.008(2)(b), I would like to •pon.or the appearance of 

7 Jlr. Danny Ad•- on behalf ot the Interexchange Ace••• 

8 Coalition. ll:r. A4aa8 i• with the ~ina of Wiley, Rein and 

9 Piel4incJ, in Waahinc)ton, DC; and he'• a aeaber of the 

10 waahington, DC and Arizona Bar• and haa practiced before 

11 utility regulatory bodie• in Mia•i••ippi, Louiaiana, 

12 Minneaota and Illinoi•. 

13 CIIA:IIaiJ..N DBASON: Ia that Ad- or Allen? 

14 IC8. DUPICAM: It' a A4aa8, A-D-A-M-S. 

15 CBA:IRIIAN DBASOif: Okay. I believe that that i• 

16 according to Co.a!••ion-.. tabli•hed procedure to allow the 

17 •pon•oring. I• there any objection? I believe there ia 

18 no objection, that will be fine. · 

19 MS. Dt1PIIAN: Thank you, Mr. Chairaan. 

20 secondly, lAC would like to addr••• tor a 

21 aoaent the order of witne••••· And Mr. Gillan now 

22 appear• -- thia ia on Page 6 ot the prehearing order 

23 he nov appear• following Jlr. Lee and before Mr. carroll. 

24 In other vorda, right in the aiddle ot the LBC•' caae. 

25 Jlr. Gillan will be available beginning 

PLORIDA PUBLIC ~ERVICB ~SSIOif 
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1 tcmorrow and he will be able to be here Wedneaday and 

2 Tbur.cSay it that • • neceaaary. And ve would aak that he 

3 be ~ved to follow 11r. Hendrix ao that he appear• at the 

4 conoluaion of tbe LBCa' direct caae. 

5 C2IAIRKAlf DEASON: Any objection to Jlaking that 

6 change in the order of vitneaaea? 

7 JIB. DUPIIAJf: And, llr. Chairaan, the .... 

8 requeat would be aade on the order of rebuttal witne••••· 

9 CBAIJalAlf DBABOM: Okay. Por direct, he would 

10 follow llr. Hendrix; and then on the rebuttal, be would 

11 follow llr. Hendrix there alao; ia that correct? 

12 JIB. DUPIIAH: Yea, air. 

13 CBAIJtiiAII DBASON: And be will be available 

14 beqinning to.orrov? 

15 118. DUPIIAif: Yea. I 'a not exactly aure what 

16 ti .. , hopefully, aa.e ttae in the aorninq toaorrow. 

17 CHAIRMAN DIASON: Okay. Any objection to that 

18 change in order? Very well. 

19 MS. DOPIIAM: Thank you. 

20 MS. CAHZAMO: Staff baa one other preliainary 

21 aatter, and that'• that ve didn't provide any copiea ot 

22 the tariffa in our exhibit• but they are available upon 

23 requeat if anybody voul4 like thea. There have been 22 of 

24 th- that have been filed and they're voluainoua •. 

25 CHAIRMAM DIASON: Any other preliainary aattera? 

FLORIDA PUBLIC 8BRVICB COMMI88ION 
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1 JOt. IIBLSOih Chairaan Deaaon, Richard llalaon. 

2 IICI ia interuted in 110nitorinq thia procae4inq, va don't 

3 bava any vitnaaHa and are not actively participating. I 

4 would like to be axouaad if I could froa further 

5 participation at tbe bearing. 

6 

7 

8 

C8AIJtiiAll DBASON: You certainly aay be axouaa4. 

Kr. Brvin. 

IIR. DIIIN: Yea. Aaauainq there will be 

9 acceptance of tba atipulationa, I would like to alao aao 

10 if thare•a a poaaibility of having Mr. carroll axcuaad 

11 froa appearing •• a witn••• in the proceeding. An4 than I 

12 would like to r ... in a party, but I would like to have 

13 peraiaaion not to be preaent during the prooaedinqa but 

14 at.ply r ... in to receive copiaa of order• and ao forth. 

15 CIIADUCAif DBASON: Okay. We' ra about to taka a 

16 racaaa and we'll coaa back and ad4r••• -- I believe 

17 everybody ia ready to ad4r••• the •tipulationa. So va can 

18 addr••• the atipulation• and than we can addre•• 

19 Mr. carroll'• appearance. 

20 COIIKISSIONBR CLARJC: llr. Chairaan, I can •ova 

21 approval of the •tipulationa. 

22 COIIKISSION JOHNSON: Second. 

2 3 CBAIIUIAH DIASON: It ha• bean •ove4 an4 

24 aaconded. Show that all the •tipulation• a• contained in 

25 the pr ahaarinq order are approved. 

FLORIDA PUBLIC SIRVIC! COMMISSION 
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118. CANZ»ro: And No. 10 alao? 1 

2 CIIU811U tJIASOif z That would include No. 10. I• 

3 that part of tbe .otion? 

4 ~ISIO)JD CLARK: Y ... 

5 CHAI..a. DIABON& Very well, 10, alao. It vaa 

6 ay intention tbat 10 waa being included. 

7 •ow, llr. Ervin, we can acldr .. a Mr. carroll. 

8 Since tboH atipulationa have been approved, it ia your 

9 deaire that Mr. carroll not appear aa a witn••• in these 

10 prooeedin;a? 

11 D. D\lflll; Tbat'• correct, air. 

12 CHAIIUlAJI DBASON: Okay. Any objection to 

13 Mr. Carroll not appearing aa a witneaa? There bein<J no 

14 objection, you .. y ahov that Mr. Carroll will not appear 

15 and can be excuaed. And I believe it ia your deaire that 

16 you al•o ~ e•ouaed but raaain a party to thea• 

17 prooeedin;a. 

18 IIR. ERWIN: 'l'bat '• correct. 

19 OOMMlSSIONER CLARK: Juat •o I'• clear, you're 

20 withdrawing hi• teatiaony? 

21 KR. DWlN: Tbat'• correct. 

22 

23 

COIIKISSIONER CLA.Rlt: Okay. 

CHAIRIIAlf DBASOII: 11r. carroll' • teatilaony will 

24 be withdrawn. And Mr. Erwin, even though we would like to 

25 have you with ua here for the next tev 4aya, you .. y be 
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1 excused. 

2 IIR. BRIIIN: Thank you, llr. Chairaan. 

3 CBAI..._ DIA&Ois Any other preliainary aattera? 

4 118. CANZANO: None that I '• aware of. 

5 ~ DBASOM: I'• going to aak all witn••••• 

6 that are present and will be te•tifyinq either today or 

7 aaaett.e thi• week to plea•• •tand and rai•• your right 

8 band. 

9 (Witne• .. • collectively •worn.) 

10 CBAJ:RIIAM DEASON: Thank you. Plea•• be •eated. 

11 Hr. Wi99ina, I believe your witne•• is first. 

12 Ob, I'a 110rry. We're going to do opening 

13 stateaenta, aren't we? 

14 MR. WIGGDIS: That wa• •Y u.nder•tanding. 

15 ~ DIABON: I que•• I wa• juat hoping that 

16 we would for9et. Okay. Ia there any particular order 

17 cont.-plated in the preaent.ent of the opening atat .. ents? 

18 MS. CANZANO: I haven't conte•plated one. 

19 CHAIRMAN DBASON: Why don't we ju•t .ate it 

20 aimple and ju•t follow baaically the order of witn••••• 

21 and, therefore, Kr. Wiggina, you'll be fir•t. 

22 lilt. WIGGIIIS: That'• .uoh better. (X..ughter) 

23 Good 110rni.nq. I think •• you will ••• in thi• 

24 hearing that a lot of tiae and te•ti.ony will be •pent 

25 on the redeaiqn of local tranaport. Tboae are iaauea 
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1 that are not at the heart of Inter..dia • • concern. The 

2 cluater of iaauaa that Interaedia will be ad~eaainq in 

3 thia proceeding and in ita poathearinq brief are the 

4 expanded interconnection iaauea for awi tched ace ••. 

5 Baaentially, vbat•a going on here ia thia 

6 ca.aiuion nee4a to deterain• whether thia i• in the 

7 public interut. And we think that the record will ahov 

8 that clearly it ia1 that thia ia the next neceaaary but 

9 not aufficient atep to bring ca.petition to the local 

10 aarJtet. 

11 Tbia eo.aiaaion haa already .. tabliabed and ia 

12 well-aware of the benefit• of thia co.petition, the 

13 introduction of new technology, the illportant 

14 introduction of ayatea redundancy for uaera that are ao 

15 dependant on inforaation aervicea, innovation, cuatoaer 

16 choice, price c-G~~petition that equal• coat .reduction for 

17 the cuato.era who uae the aervicea. 

18 How, againat thea• benefit• you will hear 
' 

19 concern• about the revenue effect of allowing expanded 

20 interconnection for avitched ace•••· But in this 

21 context, thoae are very inaiqnificant beoauae all we're 

22 talking about ia the pipeline, the dedicated link 

23 between the central office and the IXC POP for 

24 intraatate purpo-. You will ••• that that'• juat a 

25 very aaall part. In fact, I think the LJ!!C witn••••• 
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1 will att .. t tbat what they're concerned about ia the 

2 next atep, vbat bappena when thia coapetition aovea over 

3 into the avitchinc) part. 

4 Another thift9 you vill be aalted t o ac:tc1r••• 

5 today and in the final order ia what are the teraa and 

6 conditione of expanded interconnenction? Well, in a 

7 ..nee tbat abould be a no-brainar. switched ana 

8 apecial, they • re go inc) to have to be the .... • Tbia 

9 ca.aiaaion ia going to need to be conaiatent vith the 

10 rcc, 80 tbere•a not going to be a lot of controveray 

11 about tbat. Ob, I •a aure you will bear aouthing about 

12 pbyaical collocation being unconatitutional, but other 

13 than that, it ia not going to be a big probl-. 

14 Perbapa aore contentioua will be the atatutory 

15 boundariea. If I underatand the LEC teatiaony poaitions 

16 correctly, tbere'a aoae concern that even once you get 

17 thia all put together and you get local tranaport 

18 reatructurec:t, tbat Inter.edia and other AAVa vill not be 

19 able to provide the tranaport becauae they're called 

20 avitcbed aervicea. Well, they're clearly not avitched 

21 aervicea; they're point-to-point dedicated tranaport; 

22 they ... t the atatutory definition of private line and 

23 they're allowed. 

24 In 'fact, one of the aiqnificant thing• about 

25 thi a docket tbat aigbt be overlooked ia that it i• 
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1 leacUnc; to tbe unbundling of the looal network, or it'• 

2 that next atep froa unbundling. Becauae nov we • re 

3 unbandliag tranaport froa avitchinc;. What previoualy 

4 were being offered tOCJetber •• producta, avit hed 

5 producta, avitching and tranaport are nov beincJ aplit ao 

6 that the enda uaera, the IXCa in tbia caae, can cboo•e 

7 between tbe vendor of the avitcbing and tbe vendor of 

a the tranaport. 

9 In :fact, it i• thia unbu.ncUing plua the 

10 interconnection within the co.petitive network that ia 

11 creating tbe aynerqy or will create the aynerqy that 

12 deliver• the benefit. of coapatition to the end uaera. 

13 And that • • why we have 11r. Metcalf here today a• our 

14 vitne••· 

15 We don't need a vitne•• to tell you about the 

16 interconnection arrang...nta, becauae we already vent 

17 through that the laat tiae. We want the co .. iaaion to 

18 hear within the context of public lntereat what it ia 

19 the uaera want and what they're lookinq for froa the 

20 network •• it evolvea. 

21 Nov, If the proaiae of interconnection and 

22 unbundling ia coapetition, what i• the re•pon•e of the 

23 LBCa? Well, it'• claaaic. They want to bundle and load 

24 up their traf:fic and co .. it their uaera to lonq-tera 

25 contraota, to lock out competitor• auoh a• Interaedia , 
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1 and to knock out ... rtJiftCJ coapetition. Nov, I •a not 

2 inferrinCJ tbia, juat read Mr. Beauvaia' text. Tbay aay 

3 rigbt tbara, •wa want tba flexibility to out Vhatavar 

4 ~kat price va want ao va can loolt tbaaa paopl up." 

5 Tba raaaon they want to do that ia they aay 

6 tbat tbara'a oo.patition in the local aartat that'• 

7 ... rging and tbay need thia flexibility • 

8 .. 11, tbara i• a011a coapatition. Intaraadia 

9 baa dona a good job. Tba LBCa are having to raapom'. 

10 They are bavincJ to gat •harper. But never forcJat that 

11 right nov tba LBC can coabina voice, data, dedicated and 

12 avitcbad over their pipalinaa. Tba only thing 

13 Interlladia can do ia privata line and apacial accaaa, 

14 dac:aicatad type aarvicaa. That • • only a ... 11 aagaant ot 

15 tba local aartat ao tbara ia no equal oo.patition there 

16 at all . 

17 Sooner or later the co .. iaaion ia going to 

18 have to allow Intar~Ndia and the other AAVa to cOllbina 

19 tb•- producta in order for there to be the aaarging 

20 tba ca.patition that tba LBCa aay that are there to 

21 juatify tbair flexibility. 

22 In thia context, I would lite to auggaat aort 

23 ot a radical notion. And that ia, it you look at the 

24 atatutory definition of privata line, you will ••• that 

25 with tbia unbundling that, once you have expanded 

FLORIDA PUBLIC SERVICE COMMISSION 



24 

1 interconnection, Int.erlledia and other AAVa can tranaport 

2 .vitcbed local traffic froa the u.ar to the avitch of 

3 tbe x..c. That'• an end-to-end, point-to-point Hrvice, 

4 exolu.ive uae of tbe end-u.er cuata.er, banded off to 

5 tbe X..C. llov, ve • ve not aaked for that in thia docket 

6 becau.e tbia petition that initiated thia vaa tor 

7 .vitcbed and ~ial aoceaa purpotaaa. 

8 If that'• all that vaa qoinq on here, that 

9 would be it and tbat'a probably enough. But there i• a 

10 wild card tbat tbe C~iaaion auat conaidar, and that•• 

11 tba exiatance of privata network alternative•, auch a• 

12 VSAT. Tbia puta aa.a preaaure on tbe eo.aiaaion and on 

13 tbe L&Ca and on outfit• auch aa InterJieCSia, becau.e if 

14 there are not tbe ranqe of pr ice• and -rvicea that 

15 th.- larcJ• uaara neect froa the LBC and froa Interaedia, 

16 they're goinq to 90 to VSAT. They're going to 90 off 

17 the loop. An4 when they go off the loop, there are 

18 really aiqnificant revenue effect• on everyone. 

19 Thera ia a place for VSAT and private linea. 

20 Thera ia a place for Int.er.ediaa and AAVa, and there 

21 will obYioualy alvaya be a vary large place for the LEC. 

22 But Vbat tbe ca--iaaion abould be driving tovarda i• a 

23 ayatea that allow• the cuata.ar to get the baa~ choice• 

24 of all the•• pieoea, not to drive a larqe uaer to VSAT 

25 becau.e pricea are too high at the LBC or that the 
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1 aervice COIIbinationa aren•t appropriate. You want all 

2 ~· to be there ao people use the appropriate 

3 reaourcea. And that • • what we 81\ould be going toward. 

4 And I think vbat that require• ia coat-baae4 pricing, 

5 unbUndling and interconnection in a coapetitive aarket. 

6 Thank you. 

7 CIIAIRIIAif DBASON: Thank you, Mr. Wiggin.. 

8 llr. Wahlen, do you have an Qpening atateaent? 

g MR. WAHLBN: No, air. 

10 

11 

' CIIA%RIIAlf DEASON: Kr. Tye? 

MR. TYB: Thank you, Mr. Chairaan. 

12 coaaisaionara, the expanded interconnection 

13 sections of thia caae are not aa iaportant to AT'T aa 

14 local transport. With reapect to expanded 

15 interconnection, we aay we aupport expanded 

16 interconnection along the - linea aa the PCC. Local 

17 transport restructure ia an iaaue that'• very iaportant 

18 to AT'T. AT'T support a local tranaport and reatructure. 

19 We think it will aore accurately reflect the underlyinq 

20 coat aaaociated with the provision ot tranaport 

21 aervic••· 

22 But in adopting a ayat- ot local transport 

23 reatructure here and iaproving tarifta, we think it'• 

24 very iaportant tor thia ca.aiaaion to enaure revenue 

25 neutrality; that ia, when you approve local tranaport 
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3 not receive any .ore revenue or any le•• revenue than it 

4 would have recei vee! under the old •tructure. And that • • 

5 aa.ethinC) that we • re going t o get into in these bea.rinq• 

6 because part ot the -- one of the issu.. that i• 

7 blplicit in the way so .. of the L!!C• have propo•ed their 

8 local tran.port tariffs i• whether or not you would u•e 

9 bi•torical network or reconfigured network. And AT'T'• 

10 witne••, Mr. Guedel will addr••• that iaaue. 

11 Ba .. ntially, ve think you •boule! adopt local 

12 transport r .. tructure along the .- linea aa approved 

13 by the PCC. Thank you very aucb. 

14 CIIADtiiAN DBABON: Ms. ca•vell? 

15 MS. CASWELL: Tbe Co.ai•sion baa two i.Japortant 

16 policy deci•iona to Jlalta in tbi• proceeding: Firat, bow 

17 •hould switched acce•• expanded interconnection be 

18 iapl ... nted, if at all; and aecond, bow •hould local 

19 transport be •tructured? Thi• c~i••ion ba• already 

20 co .. itted to expanded interconnection for •pecial ace•••· 

21 GTB believ .. that a •witched accea• interconnection policy 

22 can al•o be in the public inter .. t if it i• iapl .. ented in 

23 the right way. 

24 Tbe ao•t fundaaental action the co .. i••ion 

25 8bould take i• to reviae ita phyaical collocation rule 
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1 -tabliahed in Pbaae I ot thi• proceedinq. In June, the 

2 U.S. COurt ot Appeala tound the PCC 1 a phyaical 

3 collocation aandate to be a takirMJ and vacated it. 

4 Thia CO..iaaion•• phyaical collocation ruling 

5 8Uttera troa ·the - conatitutional intiraitiea. In 

6 tact, becauae thia Ca.aiaaion baa explicitly tound that 

7 it baa no authority to take the LBC'• property, 

8 eliaination o~t the phyaical collocation rule ia the only 

9 option. 

10 GTE r~nda that the Co.aiaaion replace 

11 phyaical collocation with a policy ot allowirMJ LBC• and 

12 interconnectora to neqotiate their own collocation 

13 arrang ... nta. Thi• approach will allow the partie• 

14 aaxiawl flexibility to detine arranq ... nta tailored to 

15 each particular aituation. It the CO..iaaion decline• 

16 to perait negotiation, the only other viable alternative 

17 ia a policy ot .. ndatory virtual collocation a• the PCC 

18 has t.pl ... nted. 

19 Local transport i• the aecond aajor concern in 

20 thia docket. It conauaer• are to receive the benefit• 

21 ot transport co.petition, the uneoonoaic equal charge 

22 rule au•t be changed. In ita place, the Co.aiaaion 

23 •hould adopt a local tran•port •truoture that airrora 

24 the interatate atructure that haa already been 

25 illpl..ented. 'That •truoture u••• apecial ace••• rat•• aa 
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1 the baaia for Mtting new tran•port rate•. Th••• rate• 

2 axcee4 long-ruD inar~tal co.t a.n4 recocpli&e the LBC'• 

3 need to ... t ca.petitive challenge• and retain cuato .. r• 

4 on ita network. 

5 GTB r~ uaa of a recontiqured network 

6 in deteraiftinq tbe rate• tor local tranaport. Aa a 

7 re•ult of tranaport reetructuring, IXCa will rearranqe 

8 their netvorka in the aoat econoaical aanner. They have 

9 already begun thia proc••• aa a reault of the FCC'• 

10 tranaport deci•ion. Aa •uch, GTE b&• develope<l local 

11 tranaport unita a.n4 rate• that reflect the reconfigured 

12 environaent. It hiatorical rather than reconfigured 

13 network ia uaed, GTB cannot recover the revenue• loat 

14 vben IXC. reconfigure to lover their co•t•. 

15 In additi on, GTE ha• included certain 

16 ~ta in ita local tranaport tiling. It Meka 

17 zone prioinCJ flexibility and CSA authority tor •witched 

18 acce•• aervicea, which ia conai•tent vi th the 

19 Ca..iaaion•• apecial ace••• interconnection deciaion. 

20 GTE further propose• diacounta tor cuatoaer• which 

21 ca.ait to apecitied uaaqe level• and ti .. periocSa. 

22 Without thia additional flexibility, CTB will auffer 

23 oo.petitive diaadvanta9•• relative to coapetitora Which 

24 with innovative pricing and 

2!5 ••rvice arranq~t•. 
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1 Pinally, GTB atronqly oppoaea any atteapt to 

2 addrua illputation tor toll aervicea in thia proceedinq. 

3 Tbia clocJtet, alr.-cty oo.plex enough, ia intended to 

4 adclrua acceaa, not toll. Tbe ccmaiaaion cannot ~e 

5 any illputation deciaion vitbout gatbarinq 110re evidence. 

6 If it viabea to ilweatiCJate illputation, on r~ 

7 initiation of a aeparate docket. 'ft1anJt you. 

8 · CIIAIRIIAJr DBABOB: '1'banJt you. 

9 11r. carver? 

1 o IIR. CAJtVD: 'l'banJt you, 11r. Cbairaan. P' irat ot 

11 all, I voulcl like to talk a little bit about expanded 

12 interconnection. certainly, avitcbed acceaa 

13 interconnection and apecial acce•• are not tbe .... , but 

14 they are very aiailar in aany regard•. And tor that 

15 reason southern Bell believe• that tor the 110at part your 

16 Phaae II order abould track very cloaely the Phaae I 

17 order. 

18 Havinq aaid that, there are three thinqa that 

19 I want to talk about •pacifically becau•e I think 

20 they're very iaportant, and I think they'll figure 

21 proainently in thia bearing. The tirat baa to do with 

22 coapetition and is the i•aue of price flexibility tor 

23 the LBC•. 

24 •ov, in Pha .. I tor •pecial acce••, you have 

25 granted aone density prioinq to the LBCa, and we're 
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1 goinv to a8k you to do the aa .. thin9 for avit~ed 

2 aooeaa aervicea that will ca.pete with the aervicea of 

3 the interoonnectora. We're alao 90in9 to aak you to 

4 grant the I&Ca pricing flexibility in th fora of tera 

!5 and vol\Die diacounta, which ia exactly the .... thing 

6 that the' POC baa done for interatate purpoaea. 

7 Nov you • re going to bear froa aoae partie• who 

8 will tell you that you ahouldn't qrant LBCa pricing 

9 flexibility nov, or you ahouldn't qrant it at all 

10 becauae inatead, they will aay, that you ahould give the 

11 non-LIC ca.petitora a chance to catch up. our poaition, 

12 though, ia that oa.petition ahould coae about aa quickly 

13 aa poaaible in the way that will benefit cuatoaera aa 

14 JIUoh aa poaaible. And we believe that if all the 

1!5 parti~• who oan provide aervioea are allowed to price 

16 coapete t.a84iately, that it'• going to reault in 

17 quicker benefit• to the cuata.era tor the aervicea . And 

18 we think pricing flexibility will acco.pliah that. 

19 The aecond thing I want to talk about with 

20 expanded interconnection alao deal• with coapetition, 

21 and that'• reciprocal collocation. In Phaae I you ruled 

22 that for apeoial aoceaa interconnection, the 

23 interoonnectora did not have to allow the LECa to 

24 reciprocally collocate. Frankly, there waa a lot of 

2!5 teatt.ony on that in Phaae I, and ve hope to explor• 
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1 tbat a little bit aore in Pha .. II, becauae we believe 

2 tbat the LBCa ahould interconnect with, or be allowed to 

3 interconnect, vith non-LBCa, juat aa the non-LBCa ahould 

4 be allowed to interconnect with the LBCa. 

5 A9ain, ve believe that the type ot coapetition 

6 tbat'a 90in9 to be of tbe aoat benefit to cuatoaera ia 

7 the type tbat givea th- the videat choice of 

8 alternativ .. to .. et their tel~icationa needa, and 

9 we think that in a ayatea vbere everyone interconnect• 

10 vith evaryone el .. without reatriction, that that'• 

11 going to ca.. about aora quickly. 

12 'l'be third thing I want to talk about vi th 

13 expanded interconnection ia vbat • • happeu..~. •. q ac the FCC. 

14 Aa you know, tbe PCC oriqinally ordered aandatory 

15 pbyaical collocation, a• did thia co.aiaaion in Pha•• I. 

16 A federal court ruled that that waa not legally proper. 

17 SO on reaand, the FCC baa ordered aandatory and virtual 

18 collocation. The exception to that ia it a local 

19 excbanqe ca.pany vanta to offer phyaical interconnection 

20 instead, they aay do that. I n other vorda, the L!:Ca 

21 bave the choice which type to offer. We think that • • 

22 the appropriate reault, and ve•re qoinq to aak you to do 

23 the .... thinq in thia docket tor intraatate purpoaea. 

24 Certainly, I think, at thia point, partie• would aqree 

25 that in aoae tora expanded interconnection ia in the 
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1 public interest, but we do believe that the LBCa ahould 

2 have the cboice of vbat fora to offer. 

3 •ow, u to lll'll, I think all the parties can 

4 agree on one thing, and that • s that the ourrent 

5 atruc ure needa to be cbanged. And I want to taUt a 

6 little bit about the current structure. It ca.e 

1 originally out of the 110dification of final jud~nt, 

8 and it•a called tbe equal cbarge rate structure. And 

9 under that structure, each user of transport services ia 

10 charged on a per-ainute-of-uae ba•i•, and they • re 

11 charged reqardl... of tbe type of facility that they 

12 use. The purpoee of thi• rule oriqinally va• to try to 

13 fo•ter the develos-ent of ~inq 0011petition in the 

14 aarket for interexchanqe carrier•. Certainly, it'• done 

15 that over the pa.t ten year• or ao, but the rule haa 

16 outlived ita uaetulneaa. It al•o had a big probl .. 

17 then, and it ba• a big probl .. nov, and that•• that it 

18 doe•n•t encourage the efficient uae of the public 

19 awitched network. So, again, I think everyone ia in 

20 aqr.-nt that the atructure should change. The real 

21 1••u• ia what it should ohan9e to and how the rat•• 

22 •hould be handled. 

23 About 70t of the acc••• traffic i• int•r•tate, 

24 and perhaps for that reaaon thia topic oa.e up fir•t at 

25 the PCC. And, in tact, Southam Bell •W.itted to the 

PLO•IDA PUBLIC SERVICE COMMISSION 



33 

1 PCC for inter•tate purpo .. • a tariff that'• exactly the 

2 .... a• tbe one that we're going to a•k you to approve 

3 for intra•tate •ervioe•. And la•t year the PCC cUd 

4 approve t:bat tariff. Now, we • ve al•o aade the •-• 

5 requ .. t of tbe co.ai••ion• in every •tate that we do 

6 t.u.inea•. And tbe intrutate tariff that will be before 

7 you baa alH been approved 80 far in south Carolina, 

8 North carolina, Kentucky, Alabaaa, and in Tenn•••••· I 

g believe it'• been approved by an adaini•trative judge, 

10 bUt ve•re awaiting a final deci•ion. 

11 You'll hear t .. ttaony froa •o .. partie•, 

12 •pacifically, I think, fro• the Interexchanqe Coalition 

13 and froa a rint, that you •hould not approve our tariff 

14 becauae they'll tell you that it'• di~criainatory in the 

15 rate• it cha~••· we bali•ve that it'• not 

16 di•criainatory becaue ve•r• not charginq different 

17 price• to different cu•toaer• for the •aae •arvice. 

18 In•tead we're charging different price• for different 

19 Hrvica•. And by definition, that '• not price 

20 di•criaination. 

21 We al.o believe that you •hould approve the 

·22 tariff for two very coapelling rea•on•: one, i• there 

23 i• a r eal need to have conai•tency in acce•• charge• 

24 between the inter•tate and the intra•tate juri•diction•. 

~' And to the extent our tariff i• the .... in both place•, 
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1 obVioualy, it will acca.pliah that. 

2 Tbe. aecond r .. aon ia that we believe the 

3 tariff, and ve believe the avicla.nce will da110utrata, 

4 that tba tariff ia tailored to the current .. rket, that 

5 it auita that ~kat, and, again, it will aarva 

6 ~tition to approve it. 

7 Pinally, ao.a partie• will raiaa two thing• 

8 that they claia are probl ... with our tariff. They will 

g aay that it aay have a negative tapaot on cuato .. ra in 

10 rural ar .. • and they aay aay alao that it will have an 

11 ilq)act on provider• of intarexchange aervic•• other than 

12 LBCa. .. clon•t believe that'• the caaa, and we believe 

13 that tba evidence will ahow that it will not have 

14 iapacta on either of thoaa partiea. Thank you. 

15 CIIAIRIIAif DBABON: Ma. JCaufaan? 

16 liS. DUPIIAN: Mr. Cbairaan, Mr. Adaaa will aake 

17 our opening •tate.ent. 

18 CHAIRMAN DEASON: Vary wall. 

19 ICR. ADAIIS: Thank you. 'l'ha Interaxchanqa Ace••• 

20 Coalition ia ca.poaecl of five aaallar intaraxchanga 

21 carrier•, ao-callad third-tier carriera. our intaraat in 

22 tbia cSockat ia in the local tranaport raatructura alaaant. 

23 What X vant to aaphaaiaa thia aorning aa we 

24 •tart out ia tbat the local tranaport raatructura aapact 

25 of thia caaa 1• not coaplicatad. It'•, in fact, vary 
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1 •t.ple. Deapite all the vitne••e• and all the econoaic 

2 •u&bo juabo that ve•re qoing to hear, the real i••ue i• 

3 -- tbe real diaaqr .... nt over the partie• i• over a 

" •ir4le lane, and that policy ia•ue i•: Should the LBC• 

5 be required to price local tran• port on the ba•i • or 

6 CHt, u we aclvocata, or •hould they be free to enc)age 

7 in di~~eriainatory aarket-ba•ed pricincJ without reqard to 

8 coat, a• the LBC• contend? 

9 Aa ll:r. carver ~~entioned, there are aany point• 

10 of aqreeaent. Por exawple, no party argue• in favor or 

11 keeping tbe equal charge rule. No party oppo•e• 

12 airrorin; the PCC'• rate •truoture. No party oppo•e• 

13 unbu.ncUing the entrance facility charge•. No party 

1.& oppoae• revenue neutrality tor the LBC•. In tact, nc 

15 doea not even challenqe tbe •peoitio price• that the 

16 LBCa propoH for tb• DS-3 •ervice•. The only 

17 di•aqre ... nt we have i• over the LZC•' price• tor os-1, 

18 tandea•.vitcbed tranaport and the reaidual 

19 interconnection charge. They propo•e one •et ot price•. 

20 We propo•e another. 'l'hon three price• are the only 

21 difference between their po•ition and our•. An4 

22 iltportantly, both nu of price• vould give the LBC• 

23 revenue neutrality. 

2.& The difference between their price propo•al• 

25 and oura ia, of cour•e, hov they are derived. We ba•e 
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1 our prioea on tba inc.eaantal coat difference• of 

2 providift9 the aervioe•. We allocate additional 

3 alxJve-co.t contribution in equal proportion• UIOft9 the 

4 ..rvioe. 80 tbat purcha•er• of 08-1• or tand .. -•vitcbed 

5 tranaport are not payinq proportionally .ore 

6 OODtl:'iaMtion tban UHr8 of 08-3 •ervioe•. llr. Carver 

7 AY• tb... are all cUfferent •ervice•. But that 

8 oontuaea - a• to why they • re in thi• docket an4 why 

9 they've all been under the equal charge rule up to thi• 

10 point. I think they're all acce•• tranaport •ervice• 

11 purobaaecl by interexobanqe carrier•. It juat •o happen• 

12 tbat .cae carrier• are larcJe enouCJh to be able to 

13 purcba .. one and take advantage of it and other• ar~ 

14 not. 

15 tbe LBC• don't argue that their price• ~re 

16 ooet-ba8e4. In•tead they advocate price• ba•ed on aarket 

17 factora. fbi• -.na they want to pri~e the DS-3•, where 

18 they fear coapetition, at or near their incre .. ntal 

19 oo•t. They vant to price DS-1• and tandea-•vitched 

20 tranaport, wbere coapetition i • auoh le•• likely t o 

21 develop, well above incr-ntal co•t, forcing purcha•er• 

22 of tboae aervicea, auch a• IAC .. aber•, to pay a 

23 di•proportionate level of contribution. 

24 I think 1 t • • noteworthy that vben the LEC• 

35 conai4er t.putation, where they have to decide what 
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1 tbey • re 9oinq to pay, tbey want to pay the co•t rather 

2 t:ban tbe rate., if they pay anythinq at all. 

3 8aall interexcban9e carrier• object to tbia 

4 acaa- at&wluou.8ly beca\IH they're tbe purobaaera of 

5 ~tabed tranaport, they will be forced t o pay 

6 cUaproportionately biper contribution. Their aain 

7 e~titor, A'l'U', ia tbe one vbo e.capea paying the .... 

8 level of contribution by purobaaing DS-3a. That • • why 

9 M'6T i• hera today •upporting the local exchanqe 

10 carriere. Obvioualy, AT6T ia a buqely foraidable 

11 co.petitor vitbout tbe advantage of non-coat-baaed 

12 diacrillinatory ratea. With that advantaqe, aany aaall 

13 lnterexcbancJe carrier• will be qravely threatened. so 

14 policy cboioe for acceaa tranaport reatructure ia 

15 aillple: Should the LICa be required to price 

16 interoffice tranaport without undue 4iacriaination on 

17 the baala of coat, or ahould the Ca.aiaaion aove away 

18 froa ita current policiea and allov the LBCa to price on 

19 aarket baaia that require• aaaller interexohange 

20 carrier• to pay aucb aora contribution than larqe onea? 

21 Tba CO..i••ion vill .nbance the future of coapetition by 

22 obooainq coat-baa.d ratea. Thank you. 

23 CIIAXMAif D&ASOif: Ma . Bryant? 

24 118. UYAII'l': 'l"bank you, llr. Cbairaan. I will 

25 begin tbia aornint) by aayinq that overall Sprint aupporta 
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1 the ec-laaloa'• initiative in exaalninq expanded 

2 lnt:eroonnectlon for ~~Witched aoo .. a and local tran•port 

3 reat.ructurlDg. Sprint believe• that the eo.ai••ion abould 

4 da9alop a .are O'll!petitive local aoceaa JIU'Jtet by adoptinq 

5 a policy requiring expanded interconnection to;; nltche4 

6 local tranllp'Ort aervicea. With the adoption of ~~Witched 

7 interooaneatlon, Sprint aupporta the I&C'• reatruoturinq 

I of local tranaport aervioe• a• lonq a• an appropriate 

9 coat-baaed prloinq -thodoloqy i• uaed in developing the 

10 ratea tor th- Hrvicea. 

11 Tbia brinq• - to Sprint' • particular intere•t 

:.2 in thi• proceedinq, vbich i• twofold: One, to a••ur• 

13 non-diaortainatory pricinq a••ociated with local 

14 tranaport reatructurinq; and ebould the Co.aiaaion adopt 

15 a policy providinq tor pricing flexibility that it 

16 aaaure theM plana are baaed on the underlying econoaic 

17 coat. 

18 To ainiaize the oo•t of a ooapetitive ace••• 

19 envlronaent vbile providing for a level playing field, 

20 LBCa llbould have the opportunity to reatructure local 

21 tranaport ••rvicea. However, in •o doing, the 

22 co--ta•ion .uat be •••urad that the rata• e•tabli•hed 

23 tor unbundled nitcbed t.ranaport are fair to all ace••• 

24 ouata..ra that puroba•• tbeae aervice• in providing end 

25 uaer telec~icationa •ervice•. If the LBC• place the 
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1 burden of OCimK>n coat recovery on captive IXC cu.to.era, 

2 tbe banefita of ~tition in tbe IXC aarket could be 

3 (Jreatly jeopardised. The propoaed rate atruotur .. 

4 cU.criainate in favor of larger aoceaa cuat011era to tbe 

5 detriaent of -ller IXC. like Sprint. 

6 Tba .... caution ia warranted for inoreaaing 

7 tbe level of pricing flexibility for avitohed aoo .. a 

8 .arvioea. Any propo .. la for LBC pricing flexibility 

9 IIWit be -.ect on tbe underlying eoonoaic coat of 

10 providing tbe aervice. Again, one claaa of IXC• ahould 

11 not be required to contribute aore to tbe recovery of 

12 LBC oa-on oo.t tban another claaa of IXCa. 

13 In ~' Sprint believe• tbat tbe rat .. 

14 propoaed in aa.e of tbe LBC'a LTR tariffa are unfair in 

15 tbat tbey treat aiailarly aituated cuatoaera differently 

16 baaed on aiae and on volu.e. In addition, the .... 

17 holda true tor pricing flexibility plana aince theae 

18 ratea are not juatitied by their underlying coata. 

19 Thank you. 

2 o CIIA.IJtiGJf DDSOII: Jlr. Hot faan? 

21 JIR. IIOPriiAIIa Thank you, Mr. Chairaan. I' 11 be 

22 brief. Teleport o: unicationa Group ia an alternative 

23 acceaa vendor ~atinq in a nuaber of different atatea 

24 and ia certified aa an AAV in Florida under the naae of 

25 TCG bterica. Firat, let .. aay that Teleport aupporta 
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1 aany of the atatellenta ude by Kr. Wigqina on behalf of 

2 Intuw.dia. 

3 You • ve beard troa aany of the partie• ao far, 

4 an4 there ..... to be aOJie oonaenaua that in thia 

5 proceecU.n; it would be appropriate to;: the Ca.aiaaion to 

6 follow aany of the deoiaiona that it aade in Phaae I. 

7 An4 I th1nlt that you '11 ... in thia prooeedinq that aoae 

8 of the diaputu will center on where different partiea 

9 diaaqr.. on aa.e of thoae iaau~a. And let .. juat 

10 quioJtly addr- tvo of tb-. The firat deala with 

11 reciprocal collocation aandatea. 

12 It ia our opinion and our poaition in thia 

13 prooeedinq that the policy reaaona aupporting the 

14 eo.aiaaion•a oonoluaion in Phaae I that a reciprocal 

15 collocation aandate ia inappropriate for 

16 interconnectora, Oapply aa vall to Phaae II of thia 

17 procaedinq involvinq avitohed acceaa. Thoae policy 

18 reaaona eaaentially were that there ia no reaaon to 

19 t.poae aucb a requireaent on an interconnector who ia 

20 not a aonopoly provider, who ia not a bottleneck 

21 provider. And aa you beard fro• Teleport in the laat 

22 prooeedinq in Phaae I, and will hear fro• Teleport in 

23 thi a proceacU.nq, an AAV auch aa Teleport would be 

24 fooliah to reject an interconnection requeat, and would 

25 be fooli ah to r e ject the revenue that coaea with that. 
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1 Secondly, with reapeot to the iaaue of 

2 u.ndatory pbyaical collocation, in PbaM I, involvinCJ 

3 apecial acoeaa and private line, thia co.aiaaion found 

4 that it vaa appropriate to aandate pbyaical collocation. 

5 An4 ainoe that tt.e, there haa been an opinion iaaued by 

6 a federal appellate court which reveraed the FCC • • 

7 aiailar deciaion that there 8houl4 be a aandatory 

8 pbyaical collocation requir ... nt. That opinion aakea no 

9 .. ntion of Florida law, Florida conatitutional law, 

10 Florida •tatutory law. Whether or not it •hould apply 

11 in Pba.. II of thia prooeecUnq and in Pha•e I of tbia 

12 proceeding to revarae the ca.ai•aion•a deciaion, in ay 

13 judgaant, ia a l~al iaaue vbich will probably be 

14 briefed by the partie• at the conoluaion of the hearinq. 

15 However, vbat Teleport'• vitneaa haa auqgeated 

16 in ita prefiled te•tiaony, and that teatiaony ia 

17 aupported by other vitnea•e• in thia caae, ia that the 

18 anaver ia to follow the FCC'• recent aandate of virtual 

19 collocation, but to order virtual collocation in a 

20 aanner Wbiob ia technically, operationally and 

21 eoonoaically coaparable to phy•ical collocation. Thank 

22 you. 

23 

24 

CIIAIRIIAH DEASON: llr. Pona? 

JIR. POliS: Thank you, Mr. Chair.an. I'll aaJce 

25 it very brief. We've been at it t or 20 ainute• and you've 

FLORIDA PUBLIC SERVICE COMMXSSION 



42 

1 probably beard everytbin<J on the landacape. Tttere are 

2 three aain i .. uaa in thia PbaM II. It you' 11 recall in 

3 Pban I, w addreaaed apeoial aoo•••. We • re ad4reaa.inc) 

4 .witched acoeaa in tbia proceeding. 

5 '1"be tbr.. iaauea are Vheth.r or not yo• 're 

6 going to aandate pbyaical or virtual collocation. The 

7 aeoon4 iaaue ia vbethar there'• goinq to be pricing 

8 flexibility tor the LBCa; and the third iaaue ia a new 

9 atarter, aDd that ia the local tranaport reatructure. 

10 We've heard a lot about phyaical collocation, virtual 

11 collocation. We heard a great, great deal in Phaae I 

12 about pricing flexibility. The only iaaue that really 

13 atanda different ia the local tranaport reatructure. 

14 But let - go baok and quiokly addreaa 

15 phyaical veraua virtual . You 1 ve heard both a idea of the 

16 i••u•. Proa United and Centel 1 a atandpoint, we believe 

17 that thia Co.aiaaion ought to allow the partie• to 

18 negotiate whatever fora of interconnection ia •oat 

19 appropriate tor the given partiea in a given aituation, 

20 rather than trying to aandate anythinq. we• ve all heard 

21 that tbe PCC haa nov choaen virtual collocation in 

22 reaponae to the Court ot Appeal'• deoiaion. We have no 

23 probl ... with virtual collocation. We have no probl ... 

24 with phyaical collocation, it the partie• can negotiate 

25 appropriate teraa and conditione for thoae different 
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1 types of interconnection. 

2 '1'be ..aond i .. ue vu pricintJ flexibility. And 

3 you heard a 9reat deal about that in Pbaae I with reqard 

4 to ttpeeial acce••, and in your villdoa you cboae to grant 

5 that the LIC'a pricing flexibility in the fora of 

6 continued uae of the contract HrVice L.""T&ntJ ... nta and 

7 to uae zone ~ity pricintJ. we think that the --

8 nothing haa chanqed in tbe interia, that the evidence 

9 will a9ain 8boV tbat in thia procaa4ing, in tbi~ pha•e 

10 of the proceeding, that pricing flexibility i• warranted 

11 tor the LBCa u they face new and increaaecS coapatition. 

12 Becauae if you approve expanded interconnection for 

13 awitchecS acceaa, you've nov opened up the Hcond piece 

14 of the network to co.petition, a very t.portant piece. 

15 And while it•a atarting ott with local tranaport, it'• 

16 aure to go on to the next atep once you have expanded 

17 collocation. 

18 And within the local tranaport re•tructure 

19 which everyone baa addr .. aed to take care of the problea 

2 o that baa continu.d beoauae of the equal ohar9e per unit 

21 of traffic .andate out of tba .adified final judgaent 

22 and the PCC'a ordera, we've nov 90t a new acenario, and 

23 the PCC recQ91lizecS, vben they expanded interconnection 

24 for •witched acceaa and they alao required the 

25 reatruoture of ~ looal tranaport to let other• provide 
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1 it, tbat there vaa an el ... nt in tbe local tra.J\8port 

2 which contributed •ub•tantially to the •upport ot local 

3 rate. and lt you bave ca.petltlon tor that and people 

4 can 90 and UH 8011teone elH to provide that particular 

5 piece ot tbe .witch that tbere•e going to be dollar• at 

6 riakl dollara that will 90 away troa the LIC a• the•e 

7 otben enter the .arket and even a• the LIC• now are 

8 .W.titutli'MJ dedicated facilitie• tor the nitch"ed 

9 taciliti•• in tbe local traneport, and that • • called a 

10 r .. idual interconnection charge. And there•• 

11 •ubetantial dollar• involved here tor United/Centel 

12 ~e in the neighborhood ot $18 aillion, $10 

13 aillion a year that are at ri•k. 

14 The re•idual interconnection charge i• 

15 .a.ething that i• not goinq to endure tor long. The FCC 

16 ha• not .. id it'• going to be there forever . They will 

17 cbanqe it eventually. There will be pr•••ur•, the 

18 co.petitive pr•••ur• to take that away, •o you au•t bear 

19 that in aind a• people tell you there•• no really 

20 chanCJe. Tbe LIC• are guaranteed the continued flow of 

21 dollar•. Tbat'• not true. They are not guaranteed 

22 anything becauH not only will tbe RIC go away •oaetiae 

23 in tbe future, but vhen you have got •peoial ace••• al•o 

24 available to tbe IXCa they are going to take their 

25 traffic ott ot avitched and put it on apeoial and there 
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1 ia no RIC on apecial. So with no aora ainutaa of uaa 

2 goi1'9 tbrOU9h tha avi tch .. , which 1• tha way you 

3 calculate t.be RIC, u thoaa ainutea go away then the 

4 4ollara 90 away ao we will not recover it. 

5 So a.a you liaten to all thia taatiaony, bear 

6 in aind tbat tha land8eape i• ohang'ing, that tha 

7 deciaiona that you'll be aaking in thia particular 

8 docket don•t juat atop with tbia docket, don't juat 

9 illpaot the LBCa, the IXCa, the AAVa, it alao iapacta tha 

10 whole area that you auat look at in your public interaat 

11 detaraination and that'• ultiaately tha conauaer. Thank 

12 you. 

13 CIIAIRICAN DBASON: lla. Wilaon. 

14 118. 1fiLSON: Thank you, Nr. Chairaan. I '11 be 

15 brief. Wa concur in tha ca.aent. pravioualy aada by both 

16 Interaedia and Teleport. Wa believe that •xpanded 

17 interconnection for awitched ace••• ia in tha public 

18 intereat and i• conaiatent with tha rcc•a traataant of 

19 avitched ace•••· Wa believe that you do have tha 

20 authority to require a phyaical collocation atandar4, but 

21 if you do not do ao in Phaaa II, va believe and would aek 

22 that you require tha LBCa to iapl ... nt a virtual 

23 collocation in a aannar that ia technically, aconoaically 

24 and operationally equivalent to a phyaioal collocation 

25 atandard. 1'bank you. 
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1 CIIAXRICAN DBABON: llr. Dunbar. 

2 IIR. DUN'BAR: Thank you, Mr. ChairJI&Il. other 

3 tban to adopt our buio paition that appear• in the 

4 Prebearift9 order, ~l'i- Warner vaiv•• it• ti-. 

5 CIIAl..ul DBASON: Thank you. llr. Beck. 

6 IIR. BICit; We waive opening •tat~t•. 

7 CIIADtJOUI DEASON: Okay. Doea Staff have any 

8 openillCJ •ta~t? 

9 liB. CANZANO: No, but what about llr. Mel•on? 

10 c:&A.IJtiiAJI DUSOM: 11r. Mel•on ha• been excuaed. 

11 But X ... be 1• •till here. 

12 I think that conclude• all opening •tateaent•. 

13 If I've •i•lled anyone, plea•• let- know. I don't 

14 believe I have. 

15 Okay. I believe we're prepared tt) taJte the 

16 fir•t vitn•••· 

17 118. CAIJZANO: That '• correct. 

18 CBAIRIIAN DBABON: Before we do, we're qoin.q to 

19 take ten •inute•. 

20 (Brief reo••• taken.) 

21 - - -

22 

23 order. 

24 

25 Metcalf. 

CIIAIRIIAII DBASOM: Call the bearinq back to 

Mr. Wiqqin•. 

JIR. WIGGINS: Call to the •tand Mr. Douqlaa s. 
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1 DOUGLAS S. IIBTCALP 

2 vaa called •• a vitnaaa on behalf of Interaedia 

3 co..unioationa, Inc. and, having been duly avorn, 

4 testified aa follows: 

5 DIRBCT EXAMINATION 

6 BY IIR. WXGGIJIS: 

7 Q Would you state your naae tor the record, 

a please? 

9 A Douqlaa s. Metcalf. 

10 Q And your occupation and buain••• actdreaa? 

11 A I aa vith Co.aunicationa Conaultanta, Inc., 

47 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1600 I'• sorry, Post Office Box 1148, Winter Park, 

Florida 32790. And generally, I'• here on behalf of the 

A4 Boo eo.aitt .. , but in this instance on behalf of 

Inter8edia. 

Q Diet you caun to be tiled in thia docket 16 

pagea ot prefiled written direct teatiaony? 

A Yea, air. 

Q Do you have any changes to aake to that 

teatillony? 

A Yea, air. I have three aaall chang••· On 

Page 2 of that teatt.ony I neglected to put in Aaeri~ 

Bxpraaa aa one ot the client• of Ad Boo, or one of the 

-bars of the A4 Hoc co-ittee. Telecrectit, which i• 

liated there at tbe bottoa, ha• nov aarged with and been 
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1 reNmed BqUitax. And fina l ly, on the back of the 

2 teatillony, there ia a up of Florida which ahow• the 

3 northern l oop ot the atate ot Florida'• DMB SunCo• 

4 •etvork. And there are two oopiu of that. There 

5 ~ld only be one. Tho•• two are exactly the ..... 

48 

' Q other than tboH ohang-, it I aaked you tbe 

7 queationa contained in tbe teatillony, wou l d your an•w•r• 

8 be the .... ? 

9 

10 

A Yu, air. 

IIR. WIGGINS: Mr. Chainlan, I aove that the 

11 prefiled talltU.Ony be inHrted in the record as thouqb 

12 read . 

13 CIIADtiiAN DBASON: Without objection it will be 

14 ao inserted. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 Qa •lea .. •tate JOU~ .... , bu•l•e•• afflllatloa, a44~••, aad 

2 OD -'o.. behalf JOU are taatlfylag7 

3 A: My naae i• Dougla• s. Metcalf. I am Preeident of 

4 Com.unication• Con•ultant•, Inc., 631 s. Orlando Avenue, 

5 Suite 250, WiAter Park, Florida 32790-1148 . CCI provide• 

6 regulatory, tariff and management a••istance to client• 

7 u•ing or providing •ervices affected by regulation. My 

8 respon•ibilitie• include the examination of coating 

9 methodologie• and rate design policy. A• mo•t of the 

10 partie• in Florida proceeding• are aware, I u•ually appear 

11 before thi• Commi••ion on behalf of the-Florida Ad Hoc 

12 Telecom.unlcation• U•er•' Committee (Ad Hoc). I am 

13 appearing today with the encouragement of •everal Ad Hoc 

14 member•, but at Intermadia Communications of Florida, Inc's 

15 (ICI) behe•t, in •upport of ICI'• reque•t that the 

16 Com.!••ion u•e ita •tatutory authority to the fullest extent 

17 pos•ible to pra.ote competition in the provi•ion of local 

18 service• by allowing AAV• such as ICI to provide more than 

19 ju•t privata line and •pecial access services within their 

20 Dedicated Tran•port Service• (OTS). 

21 Qa Wbat i• tbe Florida A4 •oc ~eleo~loatiOD8 u .. ~., 

22 cc tttae7 

23 A: It i• an ad hoc group of large u•er• of bu•ine•• telephone 

24 •ervice• within the •tate of Florida. The members are major 

25 cu•tomera of the local exchange companie• (LBC•) and the 

26 alternative aco••• vendor• (~V•>· They are vitally 
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1 intereated in the fairneaa of any tariff atructure or rate 

2 and policy cbaD9e1 affectin9 buaineaa aervicea, inoludin9 

3 the more ca.petitive telecommunication• market that • hould 

4 

5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

result froa th .. e hearin9•· 

Advanti• (Seara/IIM) 

Alara ~111. of Plorida 

Barnett Technology 

Corp. 

Burdine'• 

Dean Witter Reynold• 

Florida Inforaana9 .. ent 

Svc•. (PIS) 

Firat Union National 

Bank 

Great weatern Bank 

16 Barri• Corporation 

Ad Hoc'• current member• are: 

Honeywell Protection Svc•. 

NationaBank of rlor ida 

Publix Supermarket• 

Seimena/Stromberg-Carl•on 

Southea•t Switch (HONOR 

Group) 

State of Florida - DMS 

SunTru•t Service Corp. 

:=~f,. '*"­
. ._,_.,.. YA' . . .... 
A~cr.·t!~f\ E¥~ss 

17 Q I Wlaat 11 tJae pupoH of fOU' teatiaoayf 

18 A: The purpo•e of my te•timony i• to support ICI 'e call for 

19 expanded ca.petition to the fulle•t extent allowable under 

20 law. 

21 Qa Doea tbia call for eapa••ecl ca.petitioa coa~e.plate aoa-L&Ca 

22 prcwidbg bot:la decliaa~ ud •witclaecl Hnice• betweea 

23 aoa-aff111ate4 ••t1tlea7 

24 AI Ye•, it doe•. 

25 Q1 Do fO'I Hlie.e a1101a ce~~peti~ioa W011ld be ia ~be public 
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1 1a~erea~7 

2 AI Tal, l do. Such coapetition would encourage uaera to take 

3 advantage of new, upqradeable technology and to purchaae 

4 facilitial for their efficiency and coat, not becauae there 

5 ia only one aupplier. 

6 Further, expanded ca.petition will diacour ge large ueere 

7 fraa purcbaaing private network• and facilitiea auch aa VSAT 

8 and aicrowave which have aeveral detrimental longer term 

9 conaaquencea for buaineaa uaera, the other remaining network 

10 uaera, the Commiaaion and ultimately the LBCa and IXCa. 

11 Qa W.14 tlaia Ca •aaioa'• g&-utiag of expu4e4 iate&"Coaaectioa 

12 fo&- .. 1tcbad aooaaa traaapo&"t aid iD the de•elo,_aDt of 

13 ca.peti~ioa 1a Plod.4a7 

14 A: Yea. In the PCC'• proceeding for expanded interconnection 

15 for awitched tranaPQrt, Tier 1 LBCa were required to offer 

16 expanded opportunitiea to interconnect with their awitched 

17 network• for interatate awitched tranaport. AAVa and other 

18 interconnectora would be able to offer tranamiaaion between 

19 LBC central officea and IXC'a pointe of preaence. The PCC 

20 generally aet the terma and conditione for awitcbed acceae 

21 tranaport aa it bad for apecial acceaa. They found that 

22 expanded interconnection for awitcbed tranaport would 

23 increaae the acope of acceaa co~etition, bringing the 

24 teleca..anicationa induatry cloaer to a •ore competitive 

25 network. 
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1 Concurrent with both the FCC'• deciaion and the reatructure 

2 of local tranaport rate•, the Plorida Comaiaaion auat adopt 

3 policiea apecifically de8i9Ded to eliminate regulatory 

4 barrier• to full co.petition for awitched aervicea. The 

5 moat logical way for the PPSC to accompliab thia, ia to baae 

6 ita expanded interconnection pollelea on the atructure 

7 already eatabliabed by the FCC. The FPSC baa already 

8 accompliahed tbia in ita deciaiona regarding expanded 

9 interconnection for apecial acce••· It would not make 

10 economic or technical aenae to eatabliah a different policy 

11 for awitched ace .. • tranaport. 

12 Qz Wbat ld.ada of t.eleaa-alcatloa• Mnlcea would lnaala••• 

13 uaera llke to ... offe~ br A&Va ·aacb aa ICI? 

14 A: Por large uaera, telecommunication• costa are generally 

15 their third largeat expenae it .. after aalariea and rent. 

16 Uaera have developed aophiaticated network• to allow them to 

17 take advantage of every technological advanc .. ent they can 

18 so as to better succeed in their very competitive 

19 industriea. However, their telecommunication• network• are 

20 often aoaewhat inefficient becauae of regulatory 

21 restriction• which do not permit uaera to maximize the 

22 amount of data which can be pumped over the communication• 

23 paths they buy froa auppliera. 

24 In Florida for inatance, uaera cannot purchaae path• from 

25 ICI to carry both their data and their awitched traffic. 
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1 Regulatory restraints currently permit users to send 

2 switched traffic to the LBC only over LEC facilities, even 

3 thou9h it ai9ht be more efficient to purchase bulk capacity 

4 (which I'll often refer to in this testimony as •pipes•) 

5 fraa an AAV. The AAV is not being asked to •switch• the 

6 traffic in saae way, only to transport it to the appropriate 

7 LBC or IXC for switching and distribution. Further, from 

8 AAVs, users can only purchase dedicated paths for 

9 intraca.pany private line traf:ic and to carry toll traffic 

10 directly to their IXC. If users want dedicated pipes for 

11 transportin9 lots of data between them and a large customer, 

12 current re;ulatory barriers again make the LBC the only 

13 source. These restraints are inefficient, expensive, and 

14 counterproductive to what should be the Commission's long 

15 term goal of a ca.petitive market fully utilizing wireli~e 

16 carrier based, publicly shared facilities. 

17 Qs Da~ la ~be -:tor CODoena that ~he Oc•iaaioa should ha•• 

18 wi~ll Ue curreat regulatory barriers? 

19 A: Proa the users' perspective, limitations which restrict AAVs 

20 to carrying only data causes users to look at private 

21 network alternatives. VSAT performs the data function well, 

22 but does not handle voice traffic well. If users bad 

23 facilities-based or wire-line a lternatives which could carry 

24 voice and data on the same pipe and distribute DS-ls where 

25 they needed to go, they would have the incentive to stay on 
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1 tbe network where the LBC and AAVa · could compete for their 

2 buaineaa. Reaidential uaera, LICe and IXCa would benefit 

3 becauae the revenue provided by these large users would 

4 atill 'be available to supplement a portion of the revenue 

5 requir ... nt. 

6 •fficiency ... na utilizing dedicated circui t s to the maximua 

7 extent poaaible, and packing them to whatever capacity will 

8 allow u•er• the level of quality they require. 

t Qa Ia then aay tealua1cal reaaoa wlay tbe c1rcu1ta large UHH 

10 4ea1n to puaJaue fi'OII aava c-ot be fou4? 

11 A: No, .o•t dedicated patha provided by LEC or AAV suppliers 

12 will .. et the technical requirement• of the users. The 

13 limitation i• •trictly a regulatory one. 

14 Qa Bow au ICI'a de41aat4t4 patba be of ADY uae to large uaera 

15 1D carrriDg traffic tbat will be ter8!Date4 aa local 

16 8W1tcbed traffic? 

17 A: With the Commiaaion'• deciaion to require expanded 

18 interconnection, AAVa •uch aa ICI will have direct high 

19 capacity link• between their fiber rings and tho LEC'a 

20 central office. Thua, all traffic carried by the AAV has 

21 the potential of being delivered to the L!C vie the AAV'a 

22 expanded interconnection facility. Tbi• opens up a whole 

23 new world for the AAVa and introduces qreat opportunities in 

24 improvinv the atate'a infrastructure for handling the 

25 communication• needa of large usera. Backup and disaster 
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1 recovery plana in particular would be enhanced by these 

2 interconnections. 

3 Qa l~lfioally, --~ doea ~he large uaer want the ca.petiti•e 

4 ~ to offer? 

5 A: Buaineaa uaera want all of their telecomnunicationa aervice 

6 to be available froa aeveral competitive aupp iera. users 

7 know that a competitive market will produce the beat 

8 combination of price and quality, aa well aa the moat new 

9 and advanced offerinqa. 

10 At thia tt.e, large uaera would like baaic dedicated 

11 traneport aervice which can carry all of their traffic, 

12 whether it ia private line, switched local or switched lonq 

13 diatance to deaiqnated points for either termination or 

14 diatr1bution. Large uaera do not want to have to place 

15 their private line traffic over one circuit from one vendor, 

16 and their switched traffic over another circuit from or to 

17 another vendor. And now with expanded interconnection, AAVa 

18 are well aituated to compete to meet this ~undamental need 

19 of the larqe user. 

20 Qa Would any of the- offeriDga baye direct beDefit• for other 

21 ~han large uHra? 

22 A: Although many of the services appear today to benefit only 

23 the larqe uaera, aa the technology ia refined and costa come 

24 down, these services will prove to be a boon to all users. 

25 Thia ia beat d.-onatrated in tbe bella and whistles that are 
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1 now available on cuatomer premiae ·equipment (CPI). Moat of 

2 the feature• on our ha.e phone• were only available to large 

3 companiea in the not-too-diatant paat. 

4 Whether every new offering directly benefit• every uaer, or 

5 perhape juat large uaera, i1 relatively unimportant, 

6 however. Wot allowing coapetition for needed aer vicea 

7 create• a vacuua which private network equipment auppliera 

8 (VSAT aDd ~crowave) fill. Lo•in9 large uaer revenue to 

9 private networka cau1e1 a permanent loa• of that revenue to 

10 all of the LICe and IXCa, a1 well aa the citizena. 

11 Ql Could JOU flY8 ~ Ca teelOD U eaaaple of how a lar:ge UHI' 

12 .tght ectaallr ... tbe.. 4e4lcete4 truaport aer.lcea? 

13 A: Yes. In a ca.pet1t1ve ors· .. rket, large users could 

14 purchaae a DS-3 froa one vendor. That circuit conaieta of 

15 28 DS-1• or &72 individual channel• or path• which can be 

16 uaed for any voice or data purpoae. 

17 Thole 01-11 or path• could be divided up among the uaer'l 

18 varioua neede 10 that all local awitched traffic could be 

19 aggregated and aent over a few DS-la to the LBC for 

20 awitchinq and teraination. The long diatance or toll 

21 traffic could be delivered over other DS-la within the same 

22 pipe directly to one or two IXCe. Finally, their dedicated 

23 data and intraca.pany voice traffic could be diatri buted 

24 over a few dedicated DS-11 to other intracompany locat ion• 

25 aa well a• to non affiliated large cuatomera. ror i natence, 
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1 Sun lank hal 1everal DS-11 directly between th .. and Walt 

2 DiiDey World, a very large cu1ta.er. 

3 The ability to buy a lingle Dl-3 at an econoaical rate, and 

4 pack all of a u1er'1 traffic onto it rather than buy more 

5 co1tly (per unit) DS-11 froa the LIC1 and aome AAVa, make• 

6 .ore aenae fro. an econo.ic and network ~na ement point of 

7 view. 

8 Qa ao lute .-n an lool&bg to ••IMlon to pnY14e geae&"al HI 

9 

10 A: Abaolutely, and large u1era are currently ahopping for DTS 

11 and are pitt1ag the LICS againat AAVI auch aa Intermedia. 

12 That ahopping effort doea not alway• allow for an 'apple• to 

13 applel' ca.pari1on becau1e of the re1trictiona placed on the 

14 u1er1 eDd the AAVa. But when 1iailar circuit• can be found 

15 froa aeveral vendora, then we aet up a competitive baaia 

16 where the uaer achieve• hie goal of the beat combination of 

17 price and quality. Moreover, what ia intereating about the 

18 competition between LICI and AAVa in DTS ia that the AAVa 

19 have been 1ufficiently effective, even under current 

20 · regulatory reatriction1, to apur the L!Ca to use bundling to 

21 achieve a competitive advantage. 

22 Qa lha~ tlae Cam laaioa laaa ournat reatri~ioaa oa tlae aerYioea 

23 AAVI oaa pnw14e. Mila~ if .. kHp tlaea? 

24 A: With the current rulea, you're not juat telling the AAVe 

25 they can't ••11 tran1port, you're telling large uaera we 
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1 can't buy it, and we cant We juat look at the other 

2 available aupplierl of 1ub1titute VSAT-type product•. If 

3 their offering• 1how a colt effective return over a 

4 r .. •onable period of tt.e, u1er1 buy private network•. The 

5 C~ '••ion, the citiaen1, the LICI, the IXC1 and the AAVI 

6 then lola u1 a1 a cu1toaer. We take our revenue and apply 

7 it ellewhere, and leave all of you the continuing network 

8 co1t1 of our abandoned facilitie1. That may be inefficient, 

g or 1piteful or 1tupid of u1, but •veryone become• a lo1er 

10 becau1e of it. 

11 Qa P&'Oia JOU" penpeotlYe, la t~e pi:OYlaloa of D'rl 07 botb LaC• 

12 aa4 AAV• effeotlYelJ co.petltl•e? 

13 A: Technically, the DTS 1ervice1 are f ully competitive. All 

14 ca..unication• patha carry information. The path• 

15 th ... elve• can't diatinguiah between •witched and dedicated 

16 or data and voice traffic. Any path can technically carry 

17 any type of infor.ation. Neverthele11, becauae of 

18 regulatory entry barrier•, DTS ie not perfectly competitive. 

19 Specifically, regulatory re1traint1 prevent ICI or any other 

20 AAV from providing 1ome 1pecific aervice1 that large u1er1 

21 want, aervice1 that would keep the u1er1 on 1ome vendor'• 

22 publicly abared network. 

23 Theae regulatory re1traint1 nothwithltanding, LIC• are 

24 neverthele11 already feeling and reacting to the effective 

25 competitive pre1ence of AAV DTS offering•. Por example, 
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1 LICa have bundled their aervicea in order to gain a 

2 ca.petitive advantage and to keep •ome large u•era on their 

3 •ervicea. 

4 Q1 h'ea~l:r ~ beaefl~• of a011e of ~lal• lnuulllag naulta 1a 

5 ~~ ~loe• fo~ lacge uae~•· laa't tba~ •ufflcleat? 

I Aa lOt totally. While thia competitive pre1aure can aave large 

7 uaera aa.e .oney, it atill doean't make t he market 

8 ca.petitive in auch a way that you manage your network to be 

9 efficient and coat effective. If the L!Ca limit their 

10 conceaaiona becauae they know we can't go anywhere elae and 

11 get the total package we want at the price we're willing to 

12 pay, they cauae ua to look elaewhere. 

13 Speaking not aa a large uaer, but aa an expert who baa 

14 obaerved the buaineaa thought proceaa and logic that uaera 

15 go through wben -.king network deciaiona, I have seen them 

16 open tb ... elvea to the private network option becauae they 

1? had no caapetitive wireline auppliera other than their LBC. 

18 Believe me, when you atart computing the return on 

19 inveataent of a VSAT network, aqainat the pricea available 

20 today from the LICa without wireline competitora, it doean't 

21 take long to give that option aerioua consideration. 

22 Qa in flDADClal tera8 we CaD 

23 adentud. 

24 A: I have uaed a perfect example aeveral times before with the 

25 PSC ataff, the LICa and the IXCa . Attachment A to thia 
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1 teatt.ony ia the northern loop of the DS-3 network which 

2 beloDga to tbe State of Plorida, Department of Management 

3 Service• (DMS). OMS run• the atate'a SunCom network, and 

4 auppliea teleco..unication• ••rvice• to many countie•, 

5 municipalitiea and educational in•titutiona throughout 

6 Florida. The number• are tho•• that were quoted by AT'T 

7 when DN8 laat put their network out for bid. Two thing• are 

8 abundantly clear from thia example. The rate for 593 mile• 

9 of co.petitively available DS-3 •ervice wa• $21,000 per 

10 month, while the monopoly L!C rate• for drop• in only five 

11 citie• wa• $23,000 per month. A• the exhibit ahowa, aome of 

12 the•• drop• were a matter of feet in length at coll~cated 

13 point•· 

14 Nr point with tbi• example 1• that a competitive ace••• 

15 provider or a microwave equipment vendor could provide thoae 

16 drop• at •ignificant •avings from the $2,350+ average that 

17 the LBC• are charging for each drop. The atate'a telecom 

18 manager• have made a policy decision that they will not 

19 purcha•• capital equipment like microwave gear to eliminate 

20 theae very abort loop•. Because of the current regulatory 

21 reatriction•, they can't uae an AAV for theae drop• becau•• 

22 much of the Suncom network i• •witched voice traffic. 

23 Therefore, the department had no choice but to pay theae 

24 egregiou• LIC rat••· 

25 other large u•era, faced with aimilar coat diaparitiea for 
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1 their local loops, would and have made the decision to buy 

2 microwave equipment and cut out tbe LBC for these lege. Of 

3 even .are concern to the Commission should be those users 

4 who looked at the coats and payback, and decided to buy VSAT 

5 and cut out the LICs and the IXCa. 

6 Private network owners rarely return to wireline facilities 

7 because the private network never becomes totally obsolete 

8 or breakl down all at once. Instead, private networks are 

g r•pa1red and improved a piece at a time, and a total 

10 decision regarding a change back to a competitive wireline 

11 alternative never gets made. 

12 Qa lllaat daagerl do J'OU ••e iD allowiDI tbe Cc iaaioD' • curreDt 

13 regalato~ iater,pretatioD to coDtiAue? 

14 A: I see two problema. Firat, the LICe are using this time of 

15 exclusive provisioning of bundled services within DTS to 

16 launch preemptive strategies for tying up large customers to 

17 long term contracts. This lessens the market available to 

18 AAVs when they are finally able to compete for a user's 

19 total business. If enough of the market is tied up by 

20 long-term contracts, there may not be enough to ever 

21 establish real competition or competitors for this type 

22 service. 

23 Second, users who want to eval uate alternatives to LBC 

24 offerings now look at VSAT and microwave networks, which ia 

25 dangerous for all wireline carriers and vendors . If a 
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1 competitive market for switched voice and dedicated data 

2 tranaport were available, it aeema logical that t he pricing 

3 for that DTS service would drop, making wireline 

4 alternative• a more coat effective option. 

5 Qa Cleulr fOU' deain to ... •n AAV ca.apetitioa wnld 

6 beaefit aHn aa4 the A&Va. lhould tbe LICa be allowed to 

7 .... •n fle•1b111tJ ao tbeJ too caa ca.pete iD priciDg? 

8 A: If it turn• out after some period that the playing field is 

9 leaa than level and that the L!Cs need more flexibility, 

10 yea. When I have participated in other proceeding• for Ad 

11 Hoc, I have often beard AAVa atate that the L!Cs have 

12 aiguif1cant flexibility with their Contract Service 

13 Arrangement (CSA) and Individual Case Basis (ICB) aut~ority, 

14 and I have certainly aeen that in some of proposals I have 

15 reviewed f or large users. If the Commiasion allow• AAVs to 

16 compete for a uaer'• total transport requirement•, the LECs 

17 atill have theae ICB and CSA optione, and should be 

18 peraitted more flexibility if it's needed. The more 

19 competitive flexibility that both the LECs and the AAVa 

20 have, the better - particularly as it relates to competing 

21 with VSAT and microwave vendors. 

22 I understand that ICI disagrees with my slant on this point, 

23 and baa taken the oppoaite poaition in this docket. ICI 

24 contends that the ~BC• have sufficient flexibility with 

25 their CS~ and ICBa, and tbat looaeninq up any more would be 
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1 pr ... ture until AAVa can carry bundled aervicea via DTS. I 

2 underatand their poaition and if I were ICI would probably 

3 aay the aame tbing. 

4 In au., give the AAVa an initial chance to compete for all 

5 of the tranaport traffic that DTS can handle. Then, when 

6 and if it'a neceaaary, you will have ample opportunity to 

7 increaae LIC flexibility. 

8 Qa ...U JOG be ill fayor of liON fleaibilitJ for tbe LICa nell 

9 if ~t r:eralator:r r:eatr:latlolla Oil AAY• are .. iatailled? 

10 Aa That la a tough queation. On the one hand, I want whatever 

11 the large uaer can get that will aerve ita needa at the 

12 loweat coat ao it doean't have to leave the network. To 

13 prevent uaer departuro, additional flexibility for the L!C 

14 •e ... deairable in the abort run. However, if AAVa are kept 

15 out of the tranaport of •awitched traffic• over the long 

16 run, the LICa will continue using their current and 

17 additional flexibility atrategically to keep or knock AAVa 

18 out of the arena. Large uaera want network choicea and 

19 competition. 

20 Qa Wlaat la fOU" naa•alldatioll to the Cc•laaioll ill thia caH? 

21 A: The Commiaaion ahould recognize that tranaport ie 

22 competitive, and that the opportunity for a more perfectly 

23 co~titive aarket ia being harmed by not allowing full 

24 competition for awitched tranaport now. Some large uaer 

25 revenue 1• being loat, poaaibly forever, to capital 
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1 equi~nt and private network• which will never be aa 

2 technically auperior aa the aervic•• that the AAV• and LIC• 

3 can provide. Private network• are coat effective and 

4 attractive alternativea, however, becauae competition baa 

5 not been allowed in the DTS market, an event that would have 

6 lowered the ratea for DTS aervice and would hav made a 

7 better buaineaa ca•• for atayinq on aome wireline carrier'• 

8 network. The beneficiariea of that competition ia all 

9 uaera, not juat the large on••· 

10 Qa Doe• ~1• ooaolucle roaJ: ~-·~t.oar? 

11 A: Yea, it doea. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 Q (By Mr. Wiqqina) Do you have a su.aary of 

2 your te.tiJiony, Mr. Metcalf? 

3 A Y .. , air, I do. 

4 Q Would you give that, please? 

5 A Good 110ming, Coaaiaaion. A8 you know, I 

6 qenarally teatify on behalf of the Ad Boo -- Plorida 

7 Ad Boc ~leooaaunicationa Oaera coaaittee bef ore thi• 

8 Cowpiaaion, and I have often appeared to di•ou•• the 

65 

9 t.pact on large uaara of propoaala that are before you, 

10 and 110at often in recent proceeding•, I've discuaaed 

11 their i.paot on coapetition. 

12 I aa here today on behalf of Interaedia for 

13 aucb the .... purpose, to discu•s coapetition and the 

14 benefita of this propoaal -- of soae of the propo•al• to 

15 the large ua ra. Several issue• are qoing to be decided 

16 in thia proceeding, and I aa struck by the nuaber of 

17 different opinion• the partie• have on the i•pact of 

18 interconnection and flexibility. And I hope that what 

19 abould be one of the aajor goal• of thia proceeding does 

20 not qet loat in the detail and the controveray, and that 

21 is, bow do you retain large bu•ineaa uaer revenue and 

22 contribution on ao.e coapany•s network and eli•inate the 

23 erosion to VSAT and other non-vir• line alternative•? 

24 

25 beco- a future concern depending on how these i••u•• 

PLORIOA PUBLIC SBRVIC! COMMISSION 

.. 



66 

1 play out in otber atatea, ia how do you keep the revenue 

2 and tbe qrovtb in Florida aa oppoaed to other atates 

3 vbere oo.petition ia allowed to flouriah? Large uaera 

4 want new technology. They want inoreaaed service•, aore 

5 choicea of vendor• and offerinqa. They want aervice 

6 red\lndancy 1ft oaae of interruption. And I can't 

7 over .. tillate how i.Jiportant tllet ia. We • re way paat the 

8 days vbere people can do backup• every night and thing• 

9 like that. You've got to have on-line running ayat .... 

10 And tbat requir.. a redundant wire line backup, and you 

11 only get that if you have soae other alternative 

12 carriera. We alao want coapetitive price• and we want 

13 good service. In abort, what ve want ia ooapetition. 

14 Tbere is an unfilled need for alternative 

15 vendor• within the local exchange aarket for aany of the 

16 aervioea large usera .uat have in today•• coapetitive 

17 aarketa -- the lateat technology, redundancy, and I've 

18 previously aentioned thoae. 

19 Aa far aa flexibility, which will becoae, I'a 

20 aura, one of the bigger controveraiea, it ia the uaera• 

21 poaition that it • • iaportant firat to have a ooapetitive 

22 aarket. Let aa.e flexibility out there, have aoae AAVa, 

23 have aoae alternative carrier•, and let the aarket 

24 de¥ lop. And then once that baa occurred, if the 

2, playing rield ..... to be leveling • little too quickly 
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1 or aa.etbinCJ, you have the opportunity to 9ive the LBC• 

2 an4 the daainant carrier• aore flexibility. You want a 

3 fully aa.petitive aarket. 

4 And ••aondly, the LBCa do have to have aoae 

5 flexibility 80 they can add new aarvicaa . Thia ia going 

6 to beca.a a technology CJ... over the next few year•. 

7 our client• are the pri.ary purchaaera of technology, 

8 though all the user• of Florida baco .. the beneficiaries 

9 a• apillover product. ccme up, and we think it'• 

10 iaportant tbat flexibility be granted to both aidea, but 

11 firat to tbe AAV•. 

12 COIIpetition aervea the public intereat. The 

13 peraanent loa• of revenue to VSAT uaera, and I eaphaaize 

14 peraanent loa., when people qo to VSAT networka, a• 

15 Barnett Bank baa done, •• Firat Union baa done, that's 

16 revenu. that ~· not COJM back. It ia iaportant that 

17 flexibility be allowed •o that aoae of that revenue can 

18 be retained and a 110re ooapetitive aarket can develop. 

19 The 110re co.petitive aarket, pr .. uaably, will bring 

20 prioea down to the point where thoae uaera will choose 

21 to atay on ~ coapany•e network where the buaineaa can 

2 2 be interchanged. 

23 A diacuaaion of awitcbed tranaport and DTS, 

24 the Ad Roc Uaera believe that you•ve already granted 

25 .witched transport of DTS because right nov an awful lot 
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1 of our client. purcbaH, troa the LBCa and troa 

2 Inter.edi a and other AAVa, decUcated aervice that take• 

3 all of tbeir ,traffic troa thea to their Megaco. 

4 looationa at the IXCa. That ia nothing 110re than 

5 nitabed traffic, but the ICia cton•t do the nitcbinq. 

6 Tbay paaa it ott. Tbat'• what I'• auqqeatinq ouqht to 

7 happeD iJl thia CAM. 

8 a.dundancy, aqain, I can't overeapha•ize 

9 redundancy. Ad Hoc baa been very, very conaiatent in 

10 ita poaitioaa and in ita requeata over the laat aeveral 

11 yeara. We have continually requeated coat-baaed pricinq 

12 uaing oonaiatantly applied coat .. thodologie• tor all 

13 aervioea to allow the benefit• ot new technoloqy to be 

14 availab e to all uaara, aqain, not juat ua. 

15 We want to allow incr ... ed coapetition a• a 

16 way to Jt .. p aecond and third tier IXCa in the aarket, 

17 and ve think that the equal contribution that•• been --

18 that baa bean auqqeated by one of the partie• ia the way 

19 to do that. If you freeze out the coapeti ti ve 

20 oo.paniea, there wil l be no coapetition. You can't have 

21 i t i f one CJUY ovna 99t of the aarket. I urge you not t o 

22 create another PBX veraua zssx pricing probl .. by 

23 

24 a iqnificantly lover pri ce• vbile the other on.. have to 

2!5 pay bi C)ber pricea. It haa a aajor iapaot on 
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coapetition. In .u.aary, I urge you to allow the 

devel~t of ca.petition within the atate through aoae 

of tbe pr~l• tbat we've aade. 

Q Tbat conclude• 

A Y-, air. 

IIR. WIGGINS: 11r. Metcalf 1• avai lable for cro•• 

exaaination. 

CIIAIRIIUI DDBON: Let .. inquire. Bav• we 

oont..plated any apecific order of oro•• exaaination, or 

10 would it •~fice juat to 90 down the table? 

11 118. CAJIZAIIO: I think it would aa.ke aore .. na• 

12 juat to 90 down the table. 

1 3 CBADIIAJI DDBON: Any objection to doincJ it that 

14 way? Very well. 11r. carver? 

15 IIR. CARVD: 11r. Chairaan, I have one 

16 preliatnary aatter. IntU'Jiedia and Southern Ball have 

17 aqreed to atipulate that Interaadia'• r••pon•e• to our 

18 firat aet of interrogator!•• oan be entered into the 

19 record. They were, however, re•ponded to by •oaeone 

20 different than thia vitne••, •o I don't know it it would 

21 be appropriate to put th- in a• an exhibit now or at •oae 

22 other point. 

23 CIIAIRIIUI DBASOll: llr. WiCJCJ in•? 

24 KR. WIGGINS: Whatever 1• ao•t ea•ily -- however 

25 it ia aoet .. aily acco.pli•hed. 
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1 CBAIRMAN DBASON: Let'• go ahead and identity 

2 tho•• -- ia it interrogatory ruponsea? 

3 IIR. CARVBR: Yea, Reapon••• to Southern Bell '• 

4 Pirat Set of Interrogator!••· 

5 IIR. WIGGINS: Before -- Phil, thank you. I •a 

6 110rry to interrupt you. I juat r-lized that I did not 

7 take the tt..e to have 11r. Metcalf' • exhibit attached to 

8 hia prefilec:t tutiaony identified, Mr. Chair.an. I 

g apologise for that. so that could be No. 2 . 

10 CBAIRMAM DIASON: Since I've already got theae 

11 interrogator! .. written down on the line, we'll identity 

12 thoae aa 2. And ve will identify the prefiled exhibit 

13 attached to Mr. Metcalf'• pretiled teatiaony aa 

14 Bxhibit 3. 

15 MR. WIGGINS: Thank you. 

16 (Exhibit Noa. 2 and 3 aarked fur 

17 identification.) 

18 MR. CARVBR: To the extent that there•• a 

19 atipulation that theae can qo into the record, I'd like to 

20 go ahead and aak they be adaitted into evidence. 

21 CRAIRKAM DBASOif: Pir•t of all, are all partie• 

22 aware of thia atipulation and thi• intoraation going into 

23 the record? Ia there any objection -- let .. •tate it 

24 that way. I a there any objection to reapon•e• to Southern 

25 Bell'• tirat aet ot interrogator!•• by Interaedia? Any 
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1 objection to tho•• being adaitted into the record? 

2 118. DUPIIAN: We don't have any objection, 

3 Mr. Cbairaan, if ve could ju•t be provided with a copy. 

CBA.IRIIAN DBA.SONz Thera baing no objection., ahow 

~ tbat Bxbiblt 2 i• adaitted into the record. 

6 (IXbibit Mo. 2 received in evidence.) 

7 

8 

9 

10 

11 

12 

13 

14 

1~ 

16 

CIIAIIUIAN DBABON z You aay proceed. 

CROSS BXAKINATXON 

BY JIR. CARVBR: 

Q Good 110minq, Mr. Metcalf. 

A Good 110rnin9, air. 

Q Ky naJie ia Phil Carver and I rapraaant 

southern Bell. 

Let .. aak you tirat ot all, do you have 

avarana•• of Interae4ia • a need or lack of need tor 

level of interconnection? 

No, air. 

any 

DSO 

17 

18 

A 

Q If you'd refer to your te•tt.ony, and I'm 

19 goinq to a•k about a fairly large aaction. Your 

20 te•ttaony at Page• 9 and 10, you talk there about 

21 oo.petltion -- and I'a not going to read your te•tiaony, 

22 if that'• okay vitb you, becau•e it i• a large aaction. 

23 But you talk there about coapetition to provide aarvices 

24 to l&r9• uaera between AAVa and LICa; ia that correct~ 

2~ 
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Okay. can I taka it troa your taatiaony that 

2 you believe tbat there already axiata coapetition to 

3 provide tranaport aa.rvicaa to th••• cuatoaera? 

4 on a very liJaited baaia, yea, air. I ... n 

!5 there•• not a vi4a•praad nuaber ot AAV• right now. 

6 Where they have their loop• there 1• coapetition. But 

7 only tor a ~t ot the aarkat. Aqain, right now they 

8 are liaited in what they can requaat troa ua, or what va 

9 can purebaH troa th-; ba8ically privata line capacity 

10 betv.en ua and the xxca and privata line capacity 

11 between ua and other affiliated antitiaa, ao that'• not 

12 exactly the tull range of naeda that the large uaer• 

13 have. 

14 Q Okay. But on Page 9, Lin•• 10 and 11, you 

1!5 have the atateaent •large uaer• are currently aboppinq 

16 tor DTS an4 are pitting the LBCa againat AAVa, auch •• 

17 Intarlledia.• 

18 A That'• ,correct. Where we can, ve are, and 

19 within the aervicaa that they are allowed to otter that 

20 va can purcbaH, we are. 

21 Q Are aicrovava provider• alao providing that 

22 .... type ot aervice? 

23 A Y .. , air. Again, I believe ay openinq 

24 atat ... nt addreaaed VSAT. And I 'a aorry, I tend to uae 

25 VSAT a• the alternative tor privata networks, but, yea, 
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1 aicrovava and VSAT are alternative• al•o. 

2 Q Let .. a&k you a little bit about your 

3 ~ition on pricing flexibility tor the LBC•. It I 

4 underatand your direct te•tillony correctly, your 

5 paraonal poeition i• clittarant than ICI'•; i• that 

6 correct? 

7 A Yea, air, a little bit. 

8 Q Okay. Let .. read you a portion ot your 

9 teatillony, and than I'd like tor you to explain it a 

10 little bit .ora. And I'a going to read troa Paqa 14, 

73 

11 ~inning at Lin• 23 and 9oing throuqh Page 15, Line 3, 

12 and you aay there the following: •Ici contends that t.he 

13 LBCa have aurticiant flexibility with their csAa and 

14 ICBa and that a loo•ening up any aora would be preaature 

15 until AAVs can carry bundled •ervice• via D'l'S. I 

16 under•tand tbeir poaition, and it I were ICI, would 

17 probably aay the aaaa thing." 

18 My quaation i• what do you aean by that 

19 •tat ... nt, that it you were ICI you would probably say 

20 the aaae thing? 

21 A W•ll, 1 think ICI pre•uae• that you've got all 

22 the flexibility you need. An4 I que••, it you l~k at 

23 the •aaa •tataaent; that you 

24 have aora flexibility right now to carry aore •ervioes 

25 tor the large uaer• than any other entity out there 
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1 becaUM you•ra tba prbary provider. 

2 Q Well, .y qu .. tion, though, ia why do you 

3 believe ICI baa a different poaition than you do? 

4 A W.ll, I thinlt they are really aaying -- I 

5 think that the different poaition aight be that they 

6 don't think that tbera'• any reaaon tor you to havs aore 

7 flexibility, and I think there•• a reaaon tor you to 

8 have aore flexibility .. the aarket develop• and there 

9 may be an uneven playing field developing or aoaethinq. 

10 Q Would you •ay that they are takinq the 

11 poaition that they are •t.ply to advance their own 

12 coapetitive intereat? 

13 A Well, I think that they are in buain••• and 

14 they would like very auch to continue to ••cure a fair 

15 aaount of our buain•••. our buain••• beinq the 

16 large-uaera buain•••· 

17 Q So that would be a •ye••? 

18 A That would be a •ye•, but.• 

19 Q Okay. A couple aore queationa I want to a•k 

20 you, and let .. put thia to you in the fora of a 

21 hypothetical. 

22 l'or the ~ ot theM two queationa, two 

23 or three, I want you to aaauae that ve•re talkinq about 

24 a product, an acce•• product, that can be offered by 

25 both the LEC and by an AAV. And I want you alao to 
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aaauae that both of thea, at leaat, are pricing to cover 

their ooata. In other vorda, no one ia iaproperly 

pricing under coat. 

If the AAV ia the 110at efficient co•petitor, 

that ia, if they have lower coat, then they are going to 

be able to price lover than the LBC, reqardleaa of how 

.uab pricing flexibility the LBC haa; ian•t that 

correct? 

A Maybe on that apecific aervice, yea. 

Q Okay. That•• really the only one I'• talking 

about, and I underatand your poaition on other aervices, 

but that quution ia juat limited to that hypothetical. 

A But I vant to aake the point that right now, 

with the bundlinq proqr ... that you are offering large 

uaera, you•re tyinq up one aervice that you aiqht 

overprice in the in•tance you juat deacribed, and yet 

aakin; conoeaaiona in other aervicea, and yet bundling 

thia thinq up, tyinq up aiqnificant portion• of the 

aarket, and thoae -- and ao while we •ight be able to 

buy an eleaent froa the AAVa at a lover price, the fact 

that you hav• bundled aeveral aervicea aakea that •ore 

attractive and ve can•t have that deal unl••• we take 

the whole deal, and that aight be that we accept the 

tact ve pay tha hiqber pric .. on the ... 11er el ... nt, on 

the ainqle thinq you juat deacribed. 
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Okay. I don't think you really auvere4 IIY 

2 qga~~tiona. Do you need to bear the hypothetical again? 

3 A All right. 

4 Q WoGld you like .. to repeat it? 

5 A YM, CJO ab .. c:l, re~t it. 

6 Q Aqain, ve 1 re talk inC) about a particular 

7 aarvioe, and on thia service both the LBC and the AAV 

a can provide thia service, and they a.re both pricincJ to 

9 oover their coat. Mov, I vant you to aaawae that the 

10 AAV ia the .ore efficient coapetitor; that ia, that 

11 their co.ta are lover. With that hypothetical, the LBC 

12 cannot underprice the AAV reqarc:lleaa of how auch pricing 

13 flexibility they have. Woulc:ln't you aC)ree with that? 

14 A You cannot -- right now, I would aay you --

15 the rule• are that you cannot price th- it to 

16 unc:lerprica the AAV you have to go below your coat. 

17 Q Okay. Nov, let .. ask the queation troa the 

18 ~ite direction. saae hypothetical, but let'• •••uae 

19 that the LBC baa lover coat, okay. Let'• al•o aaauae 

20 that the LEC ia not granted pricing flexibility ao that 

21 it can 1 t lover ita pric- down to ita coat. The end 

22 uaer ia going to pay a higher price in that situation 

23 than if the LBC could lover ita price d~ to ita coat; 

24 ian•t that true? 

25 A Yea, air. 
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1 MR. CA.JtVD: Okay. Tbank you. I have no 

2 turt:bar quutiona. 

3 CIIAIIIIAII DBASON: 11r • Pona • 

4 CROSS EXAMINATION 

5 BY lilt. POliS: 

6 

7 

8 

Q 

A 

Q 

Good .ornin9, Mr. Ketcalf. 

Good IIOrnincJ, 11r. Pou. 

I have juat a few queationa. 

g Are you faailiar with tbia Ca.aiaaion'• 

10 dec1•1on 1n Pha.. I of tbia proceeding? 

11 

12 

A 

Q 

Generally, yu, air. 

And are you aware that in Phaae I of thia 

77 

13 autborimed the LBCa to continue to 

14 uae CSAa and to t.pl..ant mone den•ity pricing? 

15 A Yu, air. 

16 Q Do you aqr .. with that deci•ion? 

17 

18 

19 

20 

21 

22 

23 

A I think -- I think: -- yea, air. 

lilt. POif8& I have no further qu•ationa. 

aiA.D8IAJJ DEASON: Mr . Hotfaan? 

IIR. HOPPJIAN: I have no queationa. 

CIIA.lmc&lf DBABOII: Ma. Ca1111ell. 

118. CABWBLL: I do have a few queationa. 

CROSS BXAMZNATIOM 

24 BY MS. CASWBLL: 

25 Q Good 110rning, 11r. Ketcalt. I '• Kia caav1111 
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1 vitb G'1'B Plorida. 

2 ll:r. Metcalf, AAVa are not peraitte4 today to 

3 carry .vitobed traffic' ia that right? 

4 A I'a aorry, -·-· 

5 Q I• it correct that AAV• today are not 

6 penaitted to carry nitche4 traffic? 

7 A ~t•• correct. 

8 Q aut you believe that they ahould be able to 

9 carry nitcbed traffic; ia that true? 

10 A •o, -·-, that'• no~ correct. I b41!ieve they 

11 ouqbt to be able to tranaport avitcbed traftio and hand 

12 it ott to yau to be .witched. 

13 Q aut ian•t that tranaport of avitched traffic 

14 conaidared to be part of avitched ace•••? 

15 A W.ll, it i• the vay you have bundled the 

16 aervice, but ri9bt nov they are allowed to carry 

17 avitcbed trattio to Sprint and to MCI and to AT,T, vbich 

18 ia exactly, in ay aind, the •-• thing; exactly the •-• 

19 thing. They are carryin; avitohed traffic and they are 

20 turnincJ it over to thoae uaera to be avitohecS and 

21 forwarded, and that'• exactly vhat I'• auggeating ought 

22 to be done vitb you. 

2 3 Q And do you Jcnov if that interpretation ia 

24 conai•tant vitb tbia eo.aiaaion•• interpretation 

2!5 
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1 lOt. CARVBRs Okay. 'l'bank you. I bave no 

2 t\artbar quutiona. 

3 

4 

CBAIBUf DDSOII: 11r. ron•. 

CROSS BXANIMATION 

5 BY D. taf&& 

6 

7 

8 

9 

10 

11 

12 

Q 

A 

Q 

deciaion 

A 

Q 

Good 110min9, Mr. Metcalf. 

Good .oming, Jlr. Pona. 

I bave juat a taw que•tion•. 

Are you tuiliar with thi• Ccmai••ion•• 

inPbaH I of thi• proceeding? 

Generally, yu, air. 

AD4 are you aware tbat in Pba•e I of tbi• 

77 

13 prooaa4ing tbi• eo.ai••ion authorized tbe LBC• to continue to 

14 uae CSAa and to t.pl...nt zone 4en•ity pricing? 

15 

16 

17 

18 

19 

20 

21 

22 

A 

Q 

A 

Yu, •ir. 

Do you aqrH with that deci•ion? 

I tbink -- I think -- yea, air. 

D. P01181 I bave no .further queationa. 

CBAIBA• DBABON: Mr. Boft .. n? 

D. BOPI'IIAH: I have no que•tion•. 

CBA:IBUf DDSOII& 118. ca.vell. 

u. CASWa.LI I do have a few queationa. 

23 CROSS BXAIIIJIATIOII 

24 BY 118. CASWBLLI 

25 Q 

FLORIDA PUBLIC SDVICB COIIIIISSION 



78 

1 with CTB Plorida. 

2 

3 

4 

5 

Mr. lletcalf, AAV• are not peraitted today to 

carry .vitcbed traffic; i• that right? 

' 
7 

8 

A I'a aorry, -·-· 

Q Ia it correct that AAVa today are not 

peraitted to carry avitcbed traffic? 

A 

Q 

ftat • • correct. 

But you believe that they •boul4 be a.ble to 

9 carry avitched traffic; ia that true? 

10 A •o, ..... , that'• no~ correct. I .,_!ieve they 

11 OWJht to be able to tranaport avitched traffic and hand 

12 it off to you to be .witched. 

13 Q aut ian•t that tranaport of .witched traffic 

14 conaidared to be part of avitchad acceaa? 

15 A Wall, it ia the way you have bundled the 

16 aervice, but right nov tbay are allowed to carry 

17 avitcbed traffic to Sprint and to KCI and to AT'T, which 

18 ia exactly, in ay aincS, the .... thing; exactly the •aae 

19 thing. Tbay are carrying avitched traffic and they are 

20 turninc) it over to thoae uaera to be awitohed and 

21 forwarded, and that'• exactly what I'a auggeatinq ought 

22 to be done with you. 

23 Q And do you know if that interpretation ia 

24 conai•tent with tbia co.ai•aion•• interpretation 

25 

PLOlliDA PUBLIC SDVICI COIOIISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

79 

of t.M Florida Statute• on vbat AAVa can do? 

Q Right nov tbia ca..iaaion -- the preau.ption 

i• tbat ve•re talkinq avitohed tranaport and we connect 

tbe nitcbinq, we bundle tbe nitchincJ with the 

tranaport, and I •a trying to NY you bundle the 

nitcbin9 witb tbe triUUiport in tbe local exchange, but 

you cloD't bundle tbe avitchil'WJ witb the tran8port vben 

it 9oea to an IXC tor interLATA or interatate traffic. 

I don't ... tbe difference. And I think it•a tully 

10 within tbe CO..iaaion•a interpretation to be able to 

11 cbanrJe tbat1 at.olutely, within it. They can't allow, 

12 acoord.ing - regulatorily, tbey cannot chancJe the tact 

13 tbat you bave to do tbe awitcbinq. But I think they can 

14 cban1Je the fact tbat you have to do the tranaport. 

15 Q 80 it would be a change froa the current 

16 interpretation of tbe atatute aa you underatand it? 

17 A It would be within the rigbta that the 

18 co-aiaaion baa to Ay, •wait a ainute. We think thia 

19 abould be unbundled and froa nov on ICI and the other 

20 folka can carry tbeir ovn traffic.• 

21 Q 

22 current 

23 

24 

25 

A 

Q 

Right, but that 1 a a change in the co-iaaion 1 • 

Tbat'• a change tree right nov. 

Tbank you. 

I believe, Kr. Metcalf, in your opening 
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1 atat.Mnt you indicated that it' • aportant to retain 

2 contribution on aa.e oa.paniea• network. When you refer 

3 to tbe word •·contribution• tbere, vbat do you ..an? 

4 A Wbat did I ..an? 

5 Q Yeah. 

6 Profit. Riqbt nov vben a larqe uaer leave• 

7 the network and qoea to VSAT or leave• the network an4 

8 tak- aiarowaw or a011ethinq an4 uaea that to beaa up 

9 and COM down in their own location• with their own 

10 tower• and their own diabea, you loae the revenue; they 

11 loae the opportunity for the revenue; the IXCa loae the 

12 revenue; the oitiaena loH the revenue, we all loae the 

13 revenue becauae the revenue ia gone. we • ve nov 

14 purcbaaed capital aquipaent, we put it totally on a 

15 private network and it'• gone, and it doean•t co .. back. 

16 It • • ay belief that if tbe AAVa are a 

17 legitt.ate alternative to you for local tranaport, that 

18 our clianta, if the price ia better and the efficiency 

19 ia better and. the technoloqy ia batter, our olienta 

20 ouqbt to be able to leave and go to the AAVa, uae thea 

21 to get to the IXCa an4 keep the revenue on aoaebody'• 

22 network. 'l'ban in a year or two when you get your act 

23 together or 9et aore flexibility or coae up with the 

24 .... tecbnol09Y or even better teobnol09Y, you have the 

25 opportunity to ooae to the larqe uaera an4 aay, •coae on 
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1 baolt. We've got a better deal. • An4 with nothinq aore 

2 tban a few croaa-connecta, that can occur. The revenue 

3 didn't leave aa.ebody'a network. But when th~ revenue 

4 leav- to a private network it cSoea not co .. baolt. It 

5 didn't oa.e back vith Barnett, it didn't coae back with 

6 Pirat union, aDd it a~t didn't coae back vith Publix. 

7 And tbat'a a point va cSiacuaaecS in the General Telephone 

8 caae laat year. 

9 Publix vaa three weeka froa aakinq ita 

10 cSeciaion until thia caae atartect, anc1 then all of a 

11 audden they .. id, •well, aaybe thing• will change," ao 

12 they put the buaineaa deoiaion to leave the network 

13 leave the network -- they put that cSaciaion on holeS 

14 pendift9 the reaulta of ooapetition ancS thia docket. And 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

they'd like to aee tb ... elvea be able to talk to an 

alternative carrier ancS atay on aoaebody'a network . 

It'a the only way that you retain aoae portion of the 

revenue ancS that the buaineaa uaera oan .. et their 

technology naeda. 

Q So getti.nq back to ay original queation, 

contribution, •• you underatancS, it .. ana profit. 

A Yea, -·-· 

Q Tbat' • the vay you're uainq it. 

A 
Yu, -·-· 
118. CABWBLL: That • a all I have. Thank you, 
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1 Ill". Metcalf. 

2 CBA:IRKAH DEASON: lla. Bryant. 

3 JIB. BRYANT: No queationa, Kr. Chairaan. 

4 CBAIRIIUI DBASON: Kr. Tye. 

5 lat. TYB: I have no queationa, Kr. Cbairaan. 

6 CIIADtiiUf DBASON: Staff? 

7 JIB. CANZANO: I bave a few quutiona. 

8 CROSS EXAMINATION 

9 BY 118. CANIAJIOI 

10 Q ~1• quution i• regarding reciprocal 

11 intercoJUMIOtion. In Pbaae I the co-iaaionera 

12 enooura9ecl rather than .. ndatect that oollocatora allow 

13 LICa and other partie• to interconnect with their 

14 netvorka. Do you believe the Ca.aiaaionara •hou ld 

15 cban9e tbia deciaion? 

16 A To encoura9e the LBC• and the AAV• to 

17 interconnect their network•? I• that what you're 

18 aakinq? 

19 Q To encoura9e it rather than aandate it, do you 

20 think that the ca.ai••ioner• •hould change that policy? 

21 A lla ' u, I think that to do what I want to do, 

22 which ia allow tb .. to carry •Y awitohad traffic and 

23 tranaport it to the LBC. tor •vitchinq, it•• got to 

24 happen. so, abaolutely, I think it neada to be 

2 5 IUlndatecl. 
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1 Q In tba paat --

2 CIIAIRIIAlf DDSON: You're going to hav• redirect 

3 on tbat one, aren't you? (Laughter) 

4 I'• aorry. Go ahead. 

5 Q (By llr. canaano) In the paat the LECa have 

6 andor..S tbe eo-laaion • • coaplaint proca•• aa a .. an. 

7 to reulve 41-sNtu UIOftCJ parti-. Would tbi• be an 

8 adequate way to reaolve raoiprocal interconnection 

9 diaput .. ? 

10 A I don't have a opinion on that. Sura. 

11 Q •ow ve•r• .witching gear• here to tariffing 

12 recpir..anta. 

13 Do you believe that all avitohecl tran.port 

14 provider• abould be requirecl to file taritta? 

15 A I believe that taritfa are not aa naceaaary 

16 for AAVa aa tor LBCa, becauae, frankly, the AAVa are 

17 never going to price higher than tbe LBCa or are vary 

18 unlikely tc price higher. 

19 I think a ai•ilar exaapla would be the I XC 

20 aarkat. AT'T baaically filea tariff• and they reflect 

21 tbe ceiling• for everyone, and I believe that would 

22 happen within the D'l'S ~kat, too. 

23 '!bare •Y be a ti .. when -- Vben the LBCa will 

24 want a purcbaae fr011 the AAVa. And if they do, there 

25 probably QU9ht to be ~ aort of a price liat or tariff 
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1 tbare, but -- 110 you aay need a tar itt in the future I 

2 but I don't think it's as i.l!portant tor the AAVs as the 

3 ~. 

4 MI. CAIIIAIIOt That concludes Staff • • que!ltions 

5 for 11r. Katoalf. However, Staff bas tallted to 

6 llr. Wi9gina, and ve would lilc:e to have aarkec! tor 

7 identification a exhibit of Inter.edia's Responae to 

a SOUthern Bell' • second set of Interroqatories. And like 

9 llr'. carver bad Hid ... rlier 1 that Mr. Metcalf did not 

10 prepare this r-ponae I another .. ploy•• ot Int$raedia did, 

11 and ve would lilc:e to stipulate that. And I believe we 

12 have a stipulation. 

13 MR. WIGGINS: Yes, we•r• coatortable with it. 

14 We atipulate it into the record. 

15 CIIA.IRIIAN DIASON: Okay. We will identity the 

16 r-ponae to Southern Bell's second Set ot Interrogatories, 

17 1 tbrou9h 9, aa EXhibit No. 4 . Interaedia indicates that 

18 there ia no objection to this exhibit beinq actaittect. Is 

19 there any objection by any other party? There being no 

20 objection, Bxbibit No. 4 will be actaitted. You have no 

21 further queationa. 

22 (Exhibit No. 4 aarked for identification and 

23 received in evidence.) 

24 JIB. CAIIIAHO: No further questions . 

25 ~ DBASOK: ca..aissioners? Redir ect. 

FLORIDA PUBLIC SERVICE COIOIZSSIOK 



85 

1 D. WIGGINS I Yu, air. 

2 RBDIRICT IXAMINATION 

3 BY D. WIGGDfS: 

4 Q Let'a reviait reciprocal interconnection for 

5 juat a ainute, 11r. llatcalf. 

6 With r•peot to t he tu.a and concUtiona of 

7 the LBC, let•a aay SOutham Bell oollocatil'tiCJ with 

a Intar.dia or aa.e other AAV'a bub, ia it your belief 

9 that the eo..iaaion abould aandate that interconnection 

10 or do you believe tbey •boulcl be left to n~otiate that 

11 without a undate? 

12 A I would think that thia ia a buain••• 

13 deciaion. You OUC)bt to be able to juat nec)otiate it, 

14 like buaineaa people do. 

15 Q Do you recall Mr. carver • • queation• about the 

16 bead-to-bead oo.petition between the LEC and the AAV on 

17 cUacrete aervicaa and the pricinq of tho•• aervicea 

18 reflecting the coat? Do you r ... aber that general line 

19 of queationa? 

20 A Ub•hub. 

21 Q Let .. aak you. In the aarket, do your 

22 clienta typically have Meda wbere there are aift9le 

23 aervic•• cQ~~Peting bead-to-bead betw .. n the AAV and the 

24 LBC? 

25 A No, air. 
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1 lilt. WICGIMS: I have no further qu!tationa. 

2 CliADtiWf DBASOM: Exhibits? 

3 IIR. WIGGI•s: Yea, I .. finish d. I would like 

4 to .ove Bxbibit 3 be adaitted. 

5 CBAIRMAM DBASO•: Without objection, Exhibit 3 

6 1• ladaitted. 

7 'lbaDk you, 11r. Metcalf. 

8 (IXbibit Mo. 3 received into evidence.) 

9 (Witness llatcalf B:xc'Uaed.) 

10 

11 CBAZRifAN DDSON: Kr. Wahlen? 

12 D. w.a,mp: '!'bank you, lb:. Olairun. ALLTBL 

13 calla Harriet &\ady to the stand, pl-... 

14 IIAJtRIBT B. BODY 

15 vas called u a vitnua on behalf of ALLTBL Florida, 

16 Inc, ~' haViJl9 been duly sworn, testified as followa: 

17 DrRBCT IXAMIMATIOM 

18 BY IIR. WAJILZN': 

19 

20 

21 

Q 

A 

Q 

Would you please state your naae? 

My naJM is Harriet E. Eudy. 

And by whoa are you .. ployed? 

22 A I aa .-ployed by ALLTBL Florida, Inc. 

2 3 Q 11a. Jtudy, did you prepare and cause to be 

24 filed prepare4 direct teatiaony consisting of 14 pages 

25 on July 15, 1994? 
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A Y-, I did. 

Q Do you have any oorrectioiUI or change• to that 

teat bony? 

A Ho, air. 

Q If I ware to aak you the queationa contained 

in that ~eatt.ony today, would your anavara be the aaae? 

A Y-, air. 

D. WAIILBN: 11r. Chairaan, we would raquaat that 

the taati.Jiony be in-rted into the record aa thouqb read. 

CBAIRIIAN DEASON: Without objection, it vill be 

80 inaart.ed. 

D. WASLBN: Tbank you. 

Q (By lla. Wahlen) 11a. Budy, attached to your 

prepared direct taatt.ony did you include an exhibit 

deaiqnatad HBZ-1, conaiatinq of tvo paqea? 

A Yea, air. 

MR. WABLJDfz llr. Chairaan, ve would like to have 

that exhibit identified for the record, pleaae. 

CIIAIRIIAN DDSON: It vill be identified as 

Exhibit No. 5. 

D. WAB'LBN: Thank you. 

(Exhibit No. 5 aarked for identification.) 
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8 A. 
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10 

11 Q. 

12 

13 A. 

14 

15 

16 

17 

18 

19 

20 

21 

22 Q. 

23 

24 A. 

25 

ALLTEL FLORIDA, INC. 
DOCKET NO. 921074-TP 
FILED: 7/15/94 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

HARRIET E. EUDY 

Please state your name and business address. 

My name is Harriet E. Eudy. My business address is 206 

White Avenue, Li ve Oak, Florida, 32060. 

By whom and in what capacity are y ou employed? 

I am employed by ALLTEL Florida, I nc. ("ALLTEL Florida" 

or the "Company") as Manager, Regulatory Matters. In 

that position, I am responsible for the preparation o f 

various studies and reports filed periodical ly with t he 

Florida Public Service Commission ( "FPSC" or the 

"Commission"), general oversight of other Commission 

related matters, and monitoring of the service 

performance results filed quarterly with the Commission . 

Please describe your educational background. 

I was graduated from North Florida Junior College in 1966 

with an Associate in Arts degree. I began wo rking for 
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13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

d 9 

North Florida Telephone Company (now ALLTEL Florida) in 

1973, where I served in various capacit i es in the 

accounting and cost separations areas. I became a 

supervisor in the regulatory department in 1987, and I 

have held my current position in that department since 

1991 . 

What is the purpose of your testimony? 

The purposes of my direct testimony are to ( 1 ) describe 

ALLTBL, and (2) explain why the Flo rida Public Service 

Commission should not require mandatory s witched access 

expanded interconnection for Tier 2 local exchange 

companies ( "LECs") like ALLTEL at this t ime, and (3) 

explain ALLTEL's position on t he local transport issues 

in this case . 

Have you prepared an e xhibit which you sponsor in this 

proceeding? 

Yes. Exhibit .5 (HEE-l) , titled " Exhibit of H . E. 

Eudy,• consists of one document and was prepared under my 

direction and supervision for filing in this proceeding. 
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I. 

Please describe ALLTEL Florida, Inc. 

ALLTEL Florida, Inc., a Florida corporation, is a wholly­

owned subsidiary of ALLTEL Corpo ration, a Delaware 

corporation. As of Marc h 31, 1994, ALLTEL Florida had 

179 employees and was the fifth largest local exchange 

company ("LEC") in Florida. 

What are t he areas of Florida in which ALLTEL Florida 

provides local exchange service? 

ALLTEL Florida renders telephone service · ~o all o r parts 

of thirteen ( 13) counties in North Central Florida . 

Service is provided under authority from the Commission 

as evidenced by Certificates of Public Convenie nce a nd 

Necessity. We serve all of the counties of Suwannee, 

Hamilton and Lafayette and pa rts of the counties o f 

Alachua, Gilchrist, Bradford, Nassau , Marion, Putnam, 

Clay, Columbia, St. Johns, and Union. 

How many exchanges has ALLTEL Florida established to 

serve this area? 
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The Company presently has twenty-seven (27) exchllngl!l& 

which are located at Alachua, Bradford, Brooker, 

Callahan, Citra, Crescent City, Dowling Park, Florahome, 

Florida Sheriffs Boys Ranch, Fort White, Hastings, High 

Springs, Hilliard, Interlachen, Jasper, Jennings, Lake 

Butler, Live Oak, Luraville, Mayo, Mcintosh, Melrose, 

Orange Springs, Raiford, Waldo, Wellborn and White 

Springs. 

What is the geographical size and density of the area the 

Company serves? 

ALLTEL Florida's service territory is approximately 3,568 

square miles. As of December 31, 1993, we served 61,327 

access lines. This equates to approximately 17 access 

lines per square mile, as compared to Central Telephone 

Company of Florida with 320,088 access lines at 

approximately 48 access lines per square mile. 

Is there any significance to this density figure? 

Yes. It is indicative of the type of area we serve, a 

predominately rural agricultural area. We serve no major 

urban area or city. Such an area tends to be more costly 

to serve, both in terms of the cost of initial 
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Q. 
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construction and in terms of operat1ng and maintenance 

costs . OUr density ratio is less than ha1f t hat of t he 

next largest LEC, Central Telephone Company of Florida . 

whic h has five times the number of access lines as ALLTEL 

Florida. 

What i s the significance o f these size and d noity 

statistic•? 

These size and density statistics are very significant . 

Becau•e ALLTEL is smaller and has fewer customers than 

the Tier 1 LECs operating in Florida, it is relatively 

more difficult for ALLTEL t o respond to competitive 

pressures caused by AAVs and other potential competitors. 

The advent of competition for customers using s wi tched 

access will make it more dif ficult for ALLTEL to earn its 

authorized rate of return without i ncreasing the prices 

it charges to its basic residential and business 

customers . ALLTEL's ability to recover " lost" revenues 

from its remaining customers is less than that of Tier 1 

LECs which have large numbers of business and residential 

customers and a wide variety of vertical services over 

which to spread any "lost" revenues. 

How does ALLTEL's size compare to the size of the other 
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LECs in Florid a? 

A compa rison of ALLTEL's size to the size of the other 

LECs in Florida is shown on doc ument one vf my Exhibit 

(HEE-l) . 

II. 

Wha t is ALLTEL's basic position in this proceeding? 

ALLTEL has no position on the issues in this case as they 

relate to Tier 1 local exchange companies. As this 

proceeding may relate to Tier 2 companies like ALLTEL, 

the FPSC's policy on expanded interconnection for 

switched access for alternative access vendors ("AAVs") 

should mirror the policy recently adopted by the FCC. 

Has the FCC mandated any form of expanded interconnection 

for Tier 2 LECs like ALLTEL? 

No. The FCC's first order on expanded interconnec tion 

for private line and special access exempted Tier 2 LECs 

like ALLTEL. I understand that the FCC's recent decisi~n 

on expanded interconnection for switched access also 

exempted Tier 2 LECs like ALLTEL. 
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Why did the FCC exemp t Tier 2 LECs like ALLTEL from its 

e xpanded interconnection r e quirement ? 

The reas ons behind t he FCC ' s deci sion to exempt Tier 2 

LECs f rom the private line/ s pecial access expanded 

int erconne ction requireme nt we r e made clear in the FCC 

report a nd order release d October 19, 1992. The FCC 

repor t and order rele ased October 19, 1992 , states : 

Smal l LECs a rgue that expanded 

interconnection r e qui r e me nts should no t apply 

either to small LECs or to Ti er 1 LECs in 

rural areas o r i n Puerto Rico because o f 

pot ential adverse effects on unive rsal 

s e rvice a nd infrastructure develo pme nt, and 

because t he demand for collocat i on is l ikely 

to be limited in rural area . TVS 

specifically states tha t rural a reas often 

have only one or two l arge business 

c ustomers, addi ng that the divers i on o f these 

cus t omers' traffic would have a far great er 

i mpact than the loss of one or t wo c ustomers 

i n a n urban area . 

• • • 
While r equiring a l l LECs t o provide e xpa nded 

i n terconnection wou l d ens ure t hat c ustomers 
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in all areas can benefit from the e xpanded 

interconnection, it is unlikel y that there 

would be great demand for expanded 

interconnection in small LEC servic e areas, 

at least in the near term. Requiring smaller 

LECs to offer expanded interconnec tio n might 

also tax their resources and harm universal 

service and infrastruc ture development in 

rural areas. We believe that the demand f or 

expanded i nterconnection that does exist in 

rural areas typically would come from a 

single large user . The use o f e xpanded 

interconnection offered by such customers 

could create substantial stranded LEC 

investment that could not readily be reused, 

possible threatening economi c viabil ity of a 

small LEC. 

We therefore adopt our proposal to limit the 

requirement to Tier 1 LECs. This would 

ensure the availability of expanded 

interconnection in most urban and s u burban 

areas where demand is likely to be greatest. 

9 5 

I believe these polic y reasons apply with equal force to 
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the decisions facing the FPSC in the second phase of this 

docket. 

As it relates to non-Tier 1 LECs, should the FPSC' s 

decision in Phase II of this proceeding mirror i ts 

decision in Phase I? 

No. I understand that the United States Court o f Appeal 

for the District of Columbia Circuit has recently issued 

an opinion that strongly suggests that t he Phase I Order 

(Order No. PSC- 94-0285-FOF-TP , issued Marc h 10, 1994) is 

unlawful insofar as it requires certain physic al 

collocation. 

Did the Phase I Order require mandatory physical 

collocation for non-Tier 1 LECs? 

No. As it relates to non-Tier 1 LECs, the Phase I Order 

states: 

Upon review, only the Tie~ 1 LECs shall 

be required t o offer expanded 

interconnection a s a tariffed generally 

available ser vice. We also f i nd it 

appropriate to allow non-Tier 1 LECs to 

negotiate provision of the service in 
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response to bona fide requests. If t he 

terms and conditions of such a request 

ca.nnot be reached , the Commission will 

review the matter on a case-by-case 

basis. 

Order No. 94-0285 at 145 . 

9 7 

Why shouldn't the FPSC adopt this policy in t his phase? 

While the language from the Phase I Order quoted above 

can be construed different ways, that language implies 

that the Commission may lawful ly require a non-Tier 1 LEC 

to offer physical collocation on terms and conditions 

approved by the FPSC if the parties are unable to reach 

a n agreement on a negotiated basis. Insofar as the 

recent Court of Appeals decision strongly suggests t ha t 

the FPSC may not lawfully do so, the FPSC should not 

adopt this position as its policy in Phase It. Instead, 

the PPSC should follow t he lead of the FCC and impose no 

requirements on non-Tier 1 LECs like ALLTEL . 

If the FPSC requires mandatory expanded interconnection 

for Tier 2 LECs, would ALLTEL and its customers be 

harmed? 
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Yes. 

How? 

Imposing an expanded interconnect ion for dWitched access 

on Tier 2 LECs will serve to increase the competitive 

pressures faced by ALLTEL . While ALLTEL is not opposed 

to competition, ALLTEL i s concerned that the increased 

competition from expanded interconnection will (1) c reate 

downward pressure on some of ALLTEL' s switched access 

rates, (2) result in the loss o f large s witched access 

customers, or (3) a combination of (1) and (2) . Any of 

these alternatives wi ll put pressure on ALLTEL's other 

rates, especially the rates ALLTEL charges to its basic 

local business and residential customers. 

Likewise, for the FPSC to impose mandatory physical 

collocation on Tier 2 LECs would limit ALLTEL's ability 

to control it property . 

Are switched access revenues important to ALLTEL? 

Yes. While ALLTEL ' s switched access revenues are not 

primarily dependent on a small number of large customers, 

the loss of one or two large switched access customers to 
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an AAV would have an adverse i mpact on ALLTEL and i ts 

customers. The loss of switched access revenues will 

create upward pressure on t he basic local business and 

residential rates charged by ALL TEL. This would harm 

ALLTEL and its customers. 

Imposing mandatory expanded interconnection requirement 

for switched access on ALLTEL and the other Tier 2 LECs 

will increase the likelihood that AAVs will compete for 

these revenues. This, in turn, will increase t he 

competitive pressure on ALLTEL's switched access rates. 

III. 

Local Transport 

Please describe ALLTEL's interest in the local transport 

part of this proceeding. 

ALLTEL has traditionally concurred in the loca l transport 

tariff of Southern Bell. Since ALLTEL expects to concur 

in the new local transport tariff rates and structure 

filed by Southern Bell, we agree with the testimony of 

Jerry Hendrix with regard to the local transport issues. 

Will ALLTEL mirror Southern Bell's new LTR tariff for 
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each of the individual rate elements? 

No. In order to achieve revenue neutrality , t he residual 

interconnection rates will be d ifferent f o r tno se LECs, 

like ALLTEL, that concur in Southern Bell's ta~iff. 

How does Southern Bell's LTR tariff affect the MABC? 

We agree with Southern Bell that the current MABC plan, 

rates, and rate structure should remain in place until 

LTR is fully implemented and the Commission determines 

that it i s appropriate to introduce the proposed 

transport structure into the MABC. 

How would Southern Bell's Zo ne Density Pricing tari ff 

filing affect ALLTEL? 

ALLTEL does not expect to concur in Southern Bell's Zone 

Density Pricing tariff and would not e xpect t o be 

affected by this filing. If, however, there is any 

residual effect on ALLTEL because of changes in the rates 

Southern Bell charges ALLTEL for carrying i ts traffic , we 

would elect to make a tariff filing to a c hieve revenue 

neutrality. 
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IV. 

Conclusion 

Please summarize your testimony. 

This Commission should be particularly aware of and 

sensitive to the effect the Commission's actions in chis 

docket might have on residential and small business 

customers, especially those in rural areas. This 

Commission should not require smaller companies serving 

rural areas to provide expanded interconnection. This 

action is consistent with the FCC's actions in the matcer 

of expanded interconnection with local telephone company 

facilities. 

Does this conclude your rebuttal testimony? 

Yes. 
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1 Q (By llr. Wahlen) Ma. Budy, would you pleaH 

2 anpp•riae your tutillony. 

3 A YH, air. JU.t briefly. In regarda to the 

4 Ia.uea of int.rconneotion, we have atipulated to Iaaue 

5 9, ao I f-1 that no further •~ry ia neoeaaary. 

6 And u ooncerniDCJ the local tranaport iaauea, we do 

7 baaically conour in the poaitiona taken by southern Bell . 

8 'l'bat conclu4u IIY auaary. Thank you. 

9 IIR. WAHLBif: Ms. Budy ia available for cro•• 

10 exa•tnation. 

11 CIIAilUIAH DBASON: Mr. carver, you •houldn't have 

12 any quutiona. 

13 IIR. CARVDr I don't. 

14 CBAilUIAM DBASON: Any queation•? 

15 IIR. TYB: No queation•, Mr. Chairaan. 

16 IIR. WZGGINS: Ju•t a •hort que•tion, hopefully, 

17 if I can fraae it abort. 

18 CROSS EXAMINATION 

19 BY IIR. WIGGINS: 

20 Q xa. Budy, you were in the rooa for 

21 Mr. lfatcalf'a teatlaony? 

22 A Y .. , I waa. 

23 Q Did you bear hi• oonoerna about larqe u•er• 

24 leaving the I.&C loop and also the land line to go to 

25 VSAT? 
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A I MareS that. 1 

2 

3 

Q Ia that a lec)itiaate concern tra the ... 11er 

LBC'• penpeot.ive? 

4 D. lfAHLBNr Co.aiaaionera, I bate to 

5 do thia, to at.art thia otf, but I don't think thia ia 

6 vitbin the .cope or lla. awsy•a dir5ot teatL,)ony. 

7 It'a oroaa axaaination on another vitneaa• teati.aony. 

8 All of her te•tt..ony related to I••ue 9, that 

9 baa bMft atipulated. I don • t tb1nlt ALLTBL ha• an i••ue 

10 or an intereat in any of tbe otber expanded 

11 interconnection ia•ue•, and I tbinlt Mr. Wiggina' 

12 quution ia beyond the •cope or her te•tiaony. 

13 C8ADtiiAN DBASOih Mr. Wi99ina? 

14 D. WIGGDIS r It i• ay under•tan4ing that the 

15 qrav ... n of lla. Budy'• teatiaony i• that we. 

16 need Iaaue 9, and the poaition on Iaaue 9, atipulated 

17 aa ia beoauae of the incredible vulnerability of the 

18 ... 11er tiC. to a ... 11 cluater of large uaer• 

19 leaving their local loop and forced interconnection 

20 to precipitate that untillely could have unfortunate 

21 conaequancea tor tbeir R-1 and aaaller 

22 b\Uiine.. uaara. And that ia the beart or her teatiaony 

23 and tbat ia vby everyone ia atipulatinq to Iaaue 9. 

24 

25 
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The question I 'm asking is, does that concern 

2 also r elate to them to departure from the land line 

3 altogether to go to private systems serviced by VSAT? I 

4 think it is connected, and it ia in direct response to 

5 her teatimony. 

6 If Mr. Wahlen doesn't want her c rossed on 

7 that, she should not be up to -- her testimony need not 

8 go into the record. 

9 CHAIRMAN DEASON: With that, I will overrule t he 

10 objection and I will allow the question. To the extent 

11 the witness has an opinion or knowledge on the subject 

12 aatter, abe may express it. 

13 Q (By Mr. Wiggins) So is that a l~gitimate 

14 concern f rom your perspective? 

15 A Would you please explain the term VSAT? 

16 Q Yea, ma'am. Well , let me just reframe the 

17 question. Is it a legitimate concern trom either your 

18 Company's perspective or the smaller LECs' perspective 

19 that your larqe users might choose to leave your system 

20 altogether and go to microwave systems or private 

21 systems? 

22 A I feel that ultimately that might be a 

23 concern, aaybe less ao in the near term as tor the large 

24 companies -- than for the large companies. 

25 MR. WIGGINS : Thank you. I have no further 
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1 questions . 

2 CHAIRMAN DEASON: Staff? 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CROSS EXAMINATION 

BY MR. BILLMEIER: 

Q Me. Budy, this is about Ieaue 22. 

Is it true that you concur i n southern Bell's 

access tariff and have adopted their position in the 

local transport issues because you will be charging 

the same rates that are approved tor them anyway? 

A Yes . 

Q Are there any other reasons you adopted 

Southern Bell's positions? 

A We basically concur in the positions that 

Southern Bell has taken regarding these issues. 

Q Okay. I n your testimony, you spoke of the 

modified access base compensation plan. 

A Yes. 

Q Can you explain what that is and what it is 

designed to accomplish? 

A Yea, sir . The modified access base 

compensation plan i s a plan that has been 

adopted by the State commission in Florida on 

the carriage of intraLATA toll switched traffic, 

whereby each local exchange company becomes a primary 

carrier in ita own service territory and bills the 
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1 end user tor any originating MTS trattic and retains 

2 that revenue on an originate-and-keep basis and 

3 pays the terminating company to c omplete that traffic. 

4 They pay access charges to the terminating LEC. 

5 Q I• it true that you agree with Southern Bell 

6 that the current MABC plan should rema in in place until 

7 local transport ia f ully implemented and the Commission 

8 determines that it is appropriate to introduce the 

9 proposed transport structure? 

10 A Yes , sir. 

11 Q What do you believe has to happen for a local 

12 transport to be tully implemented? 

13 A Well, I am aware that there are dec isions that 

14 will take place at the federal level that could affect 

15 what happens here to the extent that the Commission may 

16 decide to adopt a uniform structure. I simply think 

17 that there are enough uncertainties at this point so 

18 that it would be unwise to require modification of such 

19 a sophisticated system, data system, as we have for the 

20 MABC plan. Which, assuming that something doos happen 

21 that this becomes and interim struc ture, we'd s i mply 

22 have to do it all over again . 

23 Q Have you received a copy of the r esponse to 

24 Staff interrogatories, the exhibit that we have 

25 proffered? It ' s response to Staff Interrogatories Nos . 
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1 1 throuqh 7 and 9 through 17 . 

2 A Yes. 

3 Q Have you had a chance to review it? 

4 A Briefly. 

5 Q Was the information in t his exhibit prepared 

6 by you or by someone under your supervision? 

7 A Yes. 

8 Q Are they accurate to the best of your 

9 knowledge and belief? 

10 A Yes, sir. 

11 MR. BILUIEIER: Mr. Chairman, Staff would ask 

12 that this exhibit be numbered for Ldentification. 

13 CHAIRMAN DEASON: It will be identified as 

14 Exhibit No. 6. 

15 (Exhibit No. 6 marked for identification.) 

16 MR. WAHLEN: If staff has nothing further, we 

17 would move Exhibit 5 into evidence. 

18 CHAIRMAN DEASON: Without objection, Exhibit 5 

19 is admitted . Staff wish to move Exhibit 6? 

20 

21 

MR. BILLMEIER: Staff moves Exhibit 6. 

CHAIRMAN DEASON: Without objection, Exhibit 6 

22 is also admitted. 

23 (Exhibit Nos. 5 and 6 received in evidence.) 

24 

25 

CHAIRMAN DEASON: Thank you, Ms. Eudy. 

MR. WAHLEN: Mr. Chairman, with the Commission's 
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1 permission, it Ms. Eudy and I could be excused frotr. 

2 turther participation in this hearing? We would l ike to 

3 file a brief, but don't feel it necessary to stick around 

4 for the rest o f this. 

5 CHAIRMAN DEASON: You may be excused. 

6 MR. WAHLEN: Thank you. 

7 (Witness Eudy excused.) 

8 - - -

9 

10 

CHAIRMAN DEASON: Mr . Tye. 

MR. TYE: Thank you , Mr. Chairman. AT&T calls 

11 Mike Guedel. 

12 MIKE GUEDEL 

13 was called as a witness on behalf of AT&T Communications 

14 of the s outhern States, Inc. and, having been duly 

15 sworn, testified as follows: 

16 DIRECT EXAMINATION 

17 BY MR. TYE: 

18 

19 

Q 

A 

Mr. Guedel, have you been sworn? 

Yes, I have . 

20 Q Would you please state your name and business 

21 address for the record? 

22 A My name is Mike Guedel. My business address 

23 is AT,T, 1200 Peachtree Street Northeas t, Atlanta, 

24 Georgia , 30309 . 

25 Q And by whom are you employed and in what 
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1 capacity? 

2 A I'm employed by AT'T as a manager in the 

3 Network Services Division. 

4 Q Mr. Guedel, did you prepare and cause to be 

5 pretiled in this proceeding direct testimony consisting 

6 of some 18 pages? 

7 A Yes, I did. 

8 Q And did you also prepare and cause to be 

9 pretiled in thi• proceeding supplemental direct 

10 testimony consisting of some six pages? 

11 A Yes, that is correct. 

12 0 Now, was there also an exhibit attached to 

13 your initial direct testimony? 

1~ 

15 

A 

Q 

Yes, there was. 

Are there any changes, corrections or 

16 additions which you wish to make to either your direct 

17 testimony or your supplemental direct testimony at this 

18 time? 

19 A Yes, I have one change to my supplemental 

20 direct testimony. 

21 

22 

Q 

A 

Okay. Could you give us that change? 

Yes. On Page 5, the question reads, "Should 

23 the LBCs be granted additional pricing flexibility in 

24 conjunction wit.h expanded interconnection?" strike that 

25 entire answer and replace it with the following: 
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1 "AT&T does not oppose the approval of zone 

2 pricing plans consistent with the plans approved by the 

3 FCC, provided the LECs meet all o f the other 

4 requirement• for expanded interconnection and 

5 collocation prescribed by the FCC." 

6 Q Now, is the change that you just gave us 

7 conaiatent with the position that AT&T took on this 

8 iaaue in ita prehearing statement? 

9 A Yes, it is. 

10 Q Okay. Mr. Guedel, with that change note~ , if 

11 I were to aak you the same queations contained in your 

12 teatimony here today, would you give me the same answers 

13 contained therein? 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A Yea, sir, I would. 

Q Okay . Now, with respect to your exhibit, was 

the exhibit prepared by you or under your direction and 

supervision? 

A Actually, the exhibit was extracted from an 

FCC order and it was attached to the testimony by me. 

Q Is the information contained on that exhibit 

true and correct to the best of your knowledge? 

A Ye•, it is . 

MR. TYE: Mr. Chairman, I would ask that 

Mr. Guedel 's exhibit be marked f or identification. I 

bel ieve as Exhibit 7 . 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CHA~RMAN DEASON: I t will be so identified. 

(Exhibit No. 7 marked for identification.) 
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Q. WILL Y011 »LDB• IDD'I'Ift YOUU.Ut 

2 

J A. My naMe i• Mike Guedel and my business address is AT&T, 

4 1200 Peachtree Street, NB~ Atlanta, Georgia, 30309. I am 

5 employed by AT&T aa Manager-Network Serv1 es Division . 

6 

1 

• Q. 

9 IIDDiac:.. 

10 

II A. 

12 

I received a Bachelor of Science degree in Business 

Administration from Miami University, Oxford , Ohio. Over 

13 the past years, I have attended numerous industry school s 

14 and seminars covering a variety of technical and 

15 regulatory issues. I joined the Rates and Economics 

16 Department of South Central Bell in February of 1980. My 

17 initial assignments included cost analysis of terminal 

II equipment and special assembly offerings. In 1982, I 

19 worked on access charge design and development . Prom May 

20 of 1983 through September of 1983, a• part of an AT&T 

21 ta•k force, I developed local transport rates for the 

~ initial NBCA interstate access filing. Poat divestiture, 

n I remained with South Central Bell with specific 

~ re•ponaibility for coat analysis, design, and development 

~ relating to switched acce•• services and intraLATA toll. 
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In June of 1985, I joined ATI&T, aaauming reaponaibility 

2 for coat analyeia of network aervicea including ace••• 

3 charge impacta for the five South Central States 

4 (Alabama, Jtentucky, Louiaiana, Miaaiaaippi, and 

5 Tenneaaee) . 

6 

7 

• Q. 

9 

10 A. My current reaponsibilitiea include directing analytical 

II support activitiea necessary for intrastate 

12 communication& aervicea in Florida and other southern 

13 statea. Thia includes detailed analysis of access 

14 chargee and other LEC filings to asaesa their impact on 

15 ATI&T and ita cuatomera. In thia capacity, I have 

16 repreaented ATilT through formal testimony before the 

17 Florida Public Service Commiasion, as well as the 

11 regulatory commiaaiona in the states of South Carolina 

19 and Georgia . 

20 

21 

22 Q. WJIAT II TD PUJtPOSa o• YOUR DSTDIOIIY? 

2:3 

2A A. The purpoae of my teatimony ia Twofold: 

25 

l 
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1 Pirat, I will recommend that the Commiaaion ordftr the 

2 reatructure of local tranaport conaiatent with the 

3 atrueture recently approved by the Federal Communications 

4 Commiaaion for Interstate access service, and 

5 

6 Second, I will recommend that the Commi ssion approve 

1 expanded interconnection for awitched aoce•• •ervices . 

• 
9 

10 

11 

12 

13 Q. 

14 

I. LOCAL "l'RAll8PORT USTROCTUR.a 

woULD 1'00 n•scaxa• TD aa.sxs op '!'IR P&DDAL 

COIGIIDIICATIOJfS COIINISSIOX (I'CC) OIDD APPROVDJG TD 

15 llttDI!C USTROCTtJJm 01' LOCAL TRAHSPORT saxVIC.? 

16 

17 A. The PCC long-recognized that the structure of local 

II tranaport charges (prior to restructure) was not 

19 reflective of the underlying coats that the LECs incur in 

20 providing the service. The original structure was based 

21 upon the •equal charge• requirement of the Modification 

n of Pinal Judgment (MPJ) - the court decree under which 

23 AT&T divested itself of the Bell Operating Companies 

24 (BOCa). Thia rule required that the charges for local 

25 tranaport be equal per unit of traffic. The rule, 

3 



1 1 5 

however, ignored the fact that the coat of providing 

2 tho•• unit• might differ baaed upon the network 

3 configuration uaed to ••rv• particular IXCs. For 

4 example, one form of transport (common transport) 

5 require& the uae of a tandem switching machine, whereas 

6 another form (dedicated transport) does not require the 

1 tandem switch. Clearly the coat of providing tranaport 

I und.r thea• unique arrangement• i• different, however, 

9 under the •equal charge rule,• the rates charged had to 

10 be exactly the same. 

II 

12 

13 Q. 

14 

15 A . It ia my understanding that the rule was prescribed as an 

16 effort to encourage competition in the interexchange 

17 market at a time when AT&T's share of that market was 

II exceptionally high. The rule effectively offer ed 

19 competitors, or potential competitors of AT&T, an 

20 artificial (non-coat baaed) advantage with respect to the 

21 purchaae of acceaa service. The need for the rule was 

n clearly recognized as temporary, and the decree specified 

n an expiration date of September 1, 1991. 

2A 

2S 



2 

3 

4 

5 

6 

7 

I 

9 

10 

II 

12 

13 

14 

15 

16 

17 

II 

19 

20 

21 

22 

23 

24 

2j 

Q. 

A. 

1 1 6 

Df L%Gft o• 'lU U.IIA'r%0. o• 'lU IQUAL CBUCD RUU, WBA'r 

ACUC* IIU 'fD .CC 'l'HD? 

When tbe •equal charge rule• expired in September of 

1991, the PCC sought to implement a more coat causative 

atructure for the local tranaport rate elements. on 

Augu•t 31, 1991, through the issuance of an Order and 

Notice of Propoaed Rulemaking, the PCC initiated a 

proceeding to conaider alternative transp~rt structures. 

By November 22, 1991 , over 50 companies or organizations 

had offered commenta to the PCC on these issues, and by 

January 22, 1992, over 40 companies or organizations had 

offered reply comment• to the FCC through this 

proceeding. Following this extensive investigation, the 

PCC adopted ita interim transport restructure balancing 

three stated objectives: 

1) encourage the efficient use of t ransport 

facilitiea by allowing prici ng that reflects cost, 

2) facilitate full and fair interexchange 

competition, and 

3) avoid interference with the development of 

interatate accea• competition. 



The atructure, and the aaaooiated prioea, became 

2 effective December 30, 1993. 

3 

4 

5 Q. 

6 

1 

I A. 

•Dft'DDn• 

The PCC haa adopted this structure •• winterim,• 

1 1 1 

9 recognising the need for ongoing investigation of issues 

10 surrounding local transport. While the plan was 

II recognised aa a aignificant improvement over the existing 

12 •equal chargew approach, the FCC sought to monitor its 

13 effect• through implementation, and gather additional 

14 data prior to confirming a wlong term• solution . For 

15 instance, one thing the FCC intends to review is the 

16 appropriateness and need for the RIC. The FCC has 

17 anticipated that this structure will remain effective for 

II about two years, during which time the FCC will continue 

19 ita investigation and seek further comment from the 

~ parties regarding price and structure issues . 

21 

22 

23 Q . 

l4 

2$ 

PLDB• n•satiB• Tim COIIPOHDTS OP TD USTRtJcrtntm) LOCAL 

'l"U..fl.oat' 8DVJ:C.? 

6 
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A. The restructured service includes four basic rate 

element•a 1) a flat·rated lntrance Facility charge which 

3 covers the link between the LBCs serving wire center 

4 (SWC) and the IXC'e point of presence (POP); 2) a flat-

' rated Dedicated Direct Truck Transport charge which 

6 covers transport between (a) the LEC swc for t he IXC POP 

7 and the terminating LBC end office, or (b) the LBC swc 

I for the IXC POP and the LEC access tandem; 3) a usage-

9 baaed Tandem Switched Transport element for transport of 

10 tandem switched traffic between the SWC for the IXC POP 

11 and the terminating LEC end office (this element includes 

12 both an interoffice transmission charge and a tandem 

13 charge); and 4) a usage based Residual Interconnection 

14 Charge (RIC), a contribution element paid by all access 

15 customers that interconnect with the LEC switched 

16 network. My Exhibit I provides a graphic representation 

17 of the transport structure (selected from cc Docket 91-

11 213, Report and Order and Further Notice of Proposed 

19 Rulemaking, Adopted September 17, 1992). 

20 

21 

22 Q. 

23 a.....-r UTULISIIJIDf 

24 

25 A. Under the interim restructure prescribed by the PCC, the 

7 
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tandem .. itched transport charges were designed to 

2 recover both the coat of the tandem switching and the 

l coat of the required interoffice transmission. The rate 

4 for tandem awitching, however, was set to recover only 

5 20t of the interstate revenue requirement associated with 

6 tandem awitching. The intrastate proposals of BellSouth 

7 and OTB •mirror• the respective rates approved in the 

a interatate arena . 

9 

10 

II Q. 

12 

13 

14 A . 

u 

16 

BOW 1fDII 'fD QTU POa 'I'D USmVAL Dn'DCOD'ICTION 

CBAaGa (aiC) •aTAaLISBKD? 

The RIC waa established as a •keep whole" element. The 

rate waa aet to recover eot of the revenue requirement 

associated with tandem switching (discussed above) plus 

17 all additional revenue required to make the restructure 

11 •revenue neutral • to the LEC. Company specific rates 

19 were developed by estimating the amount of revenue that 

20 the company would rec~ive from the proposed restructured 

21 rate elements ~<excluding tt~ RIC) , determining t he 

U difference between that amount and the revenue amount 

23 that it would expect to receive from the current 

~ transport structure, and then set the price of the RIC t o 

~ recover that difference . The FCC specifically required 

a 



1 2 0 

the LICa to develop theae charge• ba•ed upon hi•torical 

2 demand configuration. and hiatorical minutes of use. The 

3 FCC state• at paragraph 51 of its First Memorandum 

4 Opinion and Order on Reconsideration, adopted July 21, 

5 1993: 

6 

7 Because of LBC incentives to project 

I reconfigurations in a manner that would maximize the 

9 interconnection charge, and because of the 

10 difficulty of evaluating those projections, we 

11 conclude that the LBCa ahould be required to use 

12 historical facility demand in computing the initial 

13 interconnection charge. 

14 

15 For the same reasona, the Florida Public Service 

16 Commission should likewise require the LECs to use a 

17 historical network configuration in developing the 

11 intrastate interconnection charge. 

19 

20 

21 Q. 

22 

23 A . 

MBAT %8 AT6T1 s POSITIOR OR TR8 L.v&L OP TR8 RIC? 

~ noted above, the RIC represents a residual 

~ contribution element - i.e . a rate element with no direct 

25 underlying costs. Por thia reaaon, the charge ahould 

9 
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ultimately be eliminated in both the federal and state 

2 jurisdictione. Recognizing, however, the •rev~nue 

3 neutral• nature of the pr,oposed RIC (assuming the basis 

4 of hi8torical network configuration described above) and 

5 the limited scope of this docket, the Commission should 

6 not delay the implementation of the transport res tructure 

7 to address this issue at this time. 

I 

9 

10 Q. 

11 

12 

13 A. 

14 

15 

16 

DO 'I'D PaoPOSim DITRABTA'r.l LTR .ILIN08 •MIRROR• TDIR 

U8P8Cl'1Ya IWIW'I'A'l'll LOCAL 'l'RUSPOR'l' OI'PDIHOS? 

All of the c~anies have •mirrored• the structure 

approved by the FCC and ordered effective December 30, 

1993. Further, both GTE and BellSouth have •mi rrored• 

their individual interstate rates for : l) entrance 

17 facilities, 2) direct trunk transport, and 3) tandem 

11 switching. The level of the interconnection charge, 

19 however, is unique in all cases reflecting the companies' 

20 efforts to maintain •revenue neutrality• within the state 

21 jurisdiction. 

22 

23 

24 Q. 

2.5 

SBOULD 'I'D COIIIIIIIIOH APPJlOW 'I'D PROPOSED RAD 

10 



I A . 

2 

3 

Yea, the Oommiaaion ahould approve the proposed rate 

atructure a• filed. This structure will more accurately 

reflect the underlying coats associated with the 

2 2 

4 provision of transport services. In addition, the 

5 restructure will facilitate the introduct i on of expanded 

6 interconnection aervices. 

7 

• 
9 Q. 

10 

11 

12 

13 A. 

14 

IIJIA"l" c:ai'l"DD 8IIOVLD TD COIDCISSIOif vs• TO .VALVATII TD 

APPaGftiA'l'Dm88 or ft8 PROP08JD) DITDCONHaCTION CBARa•s 

(RIC8)? 

The Commission ahould approve interconnection charges 

that maintain revenue neutrality for the LEC with respect 

15 to local transport service. The LBCs, however, should 

16 not be permitted to artificially inflate the level of the 

17 RIC by developing the price based upon opportunistic 

18 assumptions of network configurations. Further, 

19 assumptions of the network arrangement, minutes of use, 

20 and the related revenue requirement components supporting 

21 the Rrevenue neutralR calculation should all be of the 

22 same point in time . 

23 

24 

25 

II 



2 

3 

.. Q. 

' 
6 A. Expanded interconnection ia a collocation arrangement 

7 that permita •cceaa provider• other than the local 

a exchange companiea to interconnect with the local 

9 exchange companiea• network• on the l ocal exchange 

10 companies' pre~aea. Under thia arrangement, the local 

11 exchange companiea are required to provide apace at 

12 designated pointe within their network• for locating 

13 (either virtually or phyaically) the transmission 

1 2 3 

14 equipment of competing acceaa providera. Therefore, with 

'' expanded interconnection, cuatomera can utilize the loop 

16 facilitiea of the local exchange companies for connection 

17 to the LBC central office and then select among available 

11 access providers the awitched transport services 

19 connecting the local exchange office to the deaired 

20 interexchange carrier (IXC) point of presence (POP) . 

21 Interconnection offera to bring the benefits of switched 

n access competition to greater number o f customers than 

23 would be poaaible with traditional alternative access 

24 vendt:;,r (AAV) end to end service. 

2' 

12 



2 

3 

.. 
5 

6 

' • 
9 

10 

II 

12 

13 

14 

15 

16 

17 

II 

19 

20 

21 

22 

23 

lA 

2j 

Q. 

A . 

BOW DOIIa 8 PIIYI:ICAL• COLLOCATIC* Din'D ftC* •VIa'I'UAL• 

COLLOeA!fiCIP 

1 2 4 

Por purpoaea of expanded interconnection, the FCC has 

deacribed •phyeical• collocation aa an arr angement 

whereby the ca.petitive acceaa provider (CAP), IXC or 

other cuatomer leaaea floor apace (and acceas to the 

floor apace) within a LEC central office for purposes of 

installing, maintaining and managing telecommunications 

equipment uaed in the provision of local transport 

servicea. UDder this arrangement, the interconnector can 

gain entry to ita designated space within the LEC central 

office (generally with security escort) to install, 

maintain, and/or repair their own equipment . 

The FCC has de•cribed •virtual• collocation {again for 

purposes of expanded interconnection) as an arrangement 

whereby the local exchange company installs, maintains 

and repairs interconnector designated telecommunicat ions 

equi~nt us•~ in the provision of competitive access 

services within the LEC central office. Under this 

arrangement, the interconnector can maintain monitoring 

and control ability, but cannot physically access the 

equipment within the central office. 
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In either caae. however, the equipment used to terminate 

2 int•rconneoted circuit• would be located in the LIC 

3 central office • 

.. 
s 

6 Q. 

1 

I A. 

9 

Interconnection opportunitiea ahould be available to all 

third partie• including CAPa and IXC• and end uaers. The 

10 purpose of expanded interconnection is to promote 

11 competition and to begin to challenge the local exchange 

12 monopoly. Creating artificial barriers to entry would 

13 preclude potential competitive alternatives and only slow 

14 the competitive process . 

., 
16 

17 Q. IIIOOLD COLLOCATOU aa UQOIUD TO ALLOW LOCAL DCBAHCJI 

II CXIIP.UUU (Lacl) AMD O'tBD PARTial TO IH'l'KRCOHNSCT WX'l'B 

t9 'i'iiiiia llftWOUB? 

20 

21 A. 

22 

No . The purpoae of expanded interconnection is to 

facilitate the entry of potential competitors into the 

~ monopoly preaervea of the LEC•. Because none of those 

~ potential competitor• pos•e•s a monopoly, interconnection 

~ requirement• are not neceaaary, and, in fact, would tend 

14 
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to fruatrate rather than encourage the development of 

1 competition. 

3 

4 This recommendation ia consistent with the Commission's 

5 findiDg in Phase I of this Docket (see Order No. PSC-94-

6 0285-POP-TP issued on March 10, 1994, pp.17-18) . 

7 

• 
9 Q. 

10 

II 

12 A. 

13 

IIOW WOULD 'I'D .ADOPTIOX 0~ DPAHDKD INTDCOtomCTION SaRV. 

1'D PDLIC Drl'DUT? 

The adoption of expanded interconnection would facilitate 

the beginning ,of competition within the local exchange 

14 and would benefit customers in much the same way as 

IS competition in other aspects of the telecommunications 

16 indu•try (i.e., interexchange services or telephone sets) 

17 has benefited customers over the years. Competition 

II facilitates customer choice and the development and 

19 production of n.ew and innovative services designed or 

20 tailored to meet particular customer needs. Competition 

21 fosters better price performance as competing vendors vie 

n for customers in the open market place. Competition will 

23 also assist the regulators i n regulating the local 

~ exchange companies, encouraging these companies to become 

~ more efficient and more responsive to customer needs. 



l 

3 

.. 
s 

6 

7 

• 
9 

10 

11 

12 

13 

14 

IS 

16 

17 

II 

19 

20 

21 

22 

23 

24 

2S 

Q. 

A • 

Q. 
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WILL 'I'D ADOftiC. or 8DAIIDD liiiD~~IC. UIIDD TD 

LOCAL DCII.UfD CCIIPITITIVIt 

No. The •doption of expanded interconnection through 

this docket will represent only an initial st p in the 

efforts to create possibilities for real competition to 

develop i n the market for local exchange access servi ce. 

First, this immediate proceeding addressee only transport 

services - a very small part of the local exchange 

monopoly. The docket doe• not addre1s the local loop and 

the end office switches - the real core of the local 

bottleneck monopoly. Second, it will take some time for 

competitors to re1p0nd to the new opportunities offered 

through expanded interconnection, to develop and deploy 

competitive networks, particularly on a statewide basis. 

Interconnection is a necessary initial step to begin the 

introduction of competition but it alone will not 

guarantee the development of competition within the state 

and it will not directly alter the existing local 

exchange monopoly held by the LECs . 

WOULD '1'lll ADOPTICII' or DPAJIDID DttDCOIIDCTIOif a• 
C0118I8Tal W%'1'8 ...VXOUI CCliOII88I011 D.CIIIOlfl? 

16 
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A. Y••· The PloricSa Coaftiaaion hal con.~iatently aupported 

2 ca.petition within the telecommunications industry where 

3 it baa found that competition could work. This 

4 Commiaaion waa one of the first stat e commissions in the 

5 country to authorize limited IntraLATA (interEAEA) toll 

6 competition ahortly after AT'T'• divestiture of the local 

7 exchange companiea . By order No. 23St0 , the Commission 

I expanded ita preacription for intraLATA competition to 

9 included intraBABA aervice, thua bringing all Floridians 

10 the benefit• of atatewide interexchange (toll) 

lJ competition. Through Docket No. 890183-TL, the 

12 Commiaaion recognized the benefits of bringing 

13 competition to private line and apecial access customers 

14 by establiahing rulea for the authorization of 

15 alternative accesa vendors (AAVs) . And most recently 

16 through Phaae I of this docket, the Commission ordered 

17 expanded interconnection for special access services. 

11 The adoption of exp•nded interconnection for switched 

19 transport would aupport this tradition by further 

20 facilitating the expansion of competition for local 

21 tranaport aervicea. 

22 

23 

2A Q. 

17 



2 

3 

4 

s 

6 

7 

I 

9 

10 

II 

12 

A. 

13 Q . 
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1 2 9 

Expanded i nterconnection i• the next logical •tep toward 

the introduction of compe·tition into the monopoly 

pre•erve• of the local exchange companie•. Expanded 

interconnection will facilitate competition in the market 

for •witched tranaport •ervice• by allowing customers 

greater opportunity to offer competitive services, thus 

bringing the benefit• of competition to a larger number 

of cuatomer• . Expanded interconnection clearly serves 

the public intere•t, and it• implementati on should be 

immediately ordered by thi s Commission . 

IS A. Ye• . 

16 

17 

II 

19 

20 

21 

22 

23 

~ 
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1 Q. 

2 

1 3 0 

3 A. My ~ ie Mike Guedel and ay bueinese address is AT,T, 

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

5 .. .-ployed by AT'T as Manaqer-Network S rvices 

6 Divieion. 

7 

8 

9 Q. 

1 0 &XftiUDIC3. 

11 

12 A. I received a Master of Business Administration with a 

13 concentration in Finance from Kennesaw State Colleqe, 

14 Marietta, Georqia in 1994. I received a Bachelor of 

15 Science deqree in Business Adminietration from Miami 

16 University, OXford, Ohio. OVer the past years, I have 

11 attended numerous industry schools and seminars 

18 coverinq a variety of technical and requlatory issues. 

19 I joined the Rates and Economics Department ot South 

20 Central Bell in February of 1980. My initial 

21 asaiqnments included cost analysis of terminal 

22 equi~nt and special assembly offerinqs. In 1982, I 

23 worked on access charqe deaiqn and development. Fro~ 

24 May of 1983 through September of 1983, aa part of an 

25 AT'T task force, I developed local transport rates for 
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1 the initial NECA interstate access filing. Post 

2 divestiture, I remained with South Central Bell with 

3 specific responsibility tor coat analysis, deaiqn, and 

4 developaent relating to switched access services and 

5 intraLATA toll. In June of 1985, I joined AT,T, 

6 aasuainq responsibility tor coat analyaio of network 

7 services including access cbarqe impacts for the five 

8 South Central States (Alabua, Kentucky, Louisiana, 

9 Mississippi, and Tennessee) . 

10 

11 

12 Q. 

13 

14 A. 

PLIAU D&ICIUBI YOUR CURR&N'l' RE8PON8IBILITI&8. 

My current responsibilities include directing 

15 analytical support activities necessary tor intrastate 

16 communications services in Florida and other southern 

17 states. This includes detailed analysis of access 

18 charqes and other LEC filings to assess their impact on 

19 AT•T and ita cuatomera. In this capacity, I have 

20 represented AT•T through formal testimony before the 

21 Florida Public Service Commission, as well as the 

22 regulatory commissions in the states of South Carolina 

23 and Georgia. 

24 

25 

2 



1 Q. 

2 

1 3 2 

AM YOU !81 1AN1 MID GUID&L WHO I'ILID DiR&CT ftiTIMONY 

D1 fill ROCIIDDeQ ON tar 23, ltt• AND UIUftAL 

3 ftiTINONY ON JtMK 27, ltt•? 

4 

5 A. Yea. 

6 

7 

8 Q. 

11 A. The purpose of my auppleaental direct testimony is to 

12 present AT'T'a positions reqardinq expanded 

13 interconnection in liqht of the u.s. Court of Appeals 

14 decision vacating the Federal Communications Commission 

15 (FCC) prescription for mandatory physical collocation. 

16 

17 

18 Q . 

19 

20 

21 

22 A. 

PL&M& D&ICJUIII ft& &FnCT 01' 111& U. 8. COURT OF APPEALS 

JUJLING Or ~ 10, ltt• R&GMDING Til& FCC'S 

ft&ICIUPI'ION I'OR &XPAND&D INTIRCONNZCTION. 

Throuqh ita decision, the Court of Appeals vacated t he 

23 mandatory •physical collocation• provision of the FCC' s 

24 expanded interconnection order, and remanded the 

25 concept of •virtual collocation• to the FCC for further 

3 
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1 review and con8ideration. Therefore, at this point, 

2 there is no FCC (interstate) policy reqardino 

3 collocation. The FCC is expected to formulate a new 

4 policy, but the time frame tor the completion of that 

5 work has not been announced. 

6 

7 

8 Q. 

9 

SBOUI.D '11m CCIIaUICM N!)I)Ift 1'1'8 PRAll I ORDER IN LIOHT 

01' 'I'D DICIIICM II.JID 8Y !'HI: U. 8. COURT 0'" APPEALS FOR 

10 '1'81 D.C. CIRCUI'I' OM JUMI 10, 1~~4? 

11 

12 A. 

13 

Yes. In Phase I of this docket, the Florida Public 

Service Commission adopted a mandatory physical 

14 collocation standard consistent with that of the FCC. 

15 The decision of the court renders the Phase I ruling 

16 inconsistent with whatever the interstate policy 

17 becomes and sets it up for possible stmilar legal 

18 challenges. For these reasons, the Commission needs to 

19 reconaider ita order in Phase I. 

20 

21 However, because there are advantages to h'avinq a 

22 consistent standard across the state and interstate 

23 juriadictiona, the Commission should defer the 

24 modification of its phase I order until the FCC has 

25 established a new interstate policy. That policy 

4 
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1 should serve aa a useful quide to the development of an 

2 intrastate standard. 

3 

4 

5 Q. 

8 A. Yea. Expanded interconnection (collocation) is 

9 designed to facilitate the beginning ot competition 

10 within the .onopoly preserves of the local exchange 

11 companies. Because ~physical collocation~ most ~losely 

12 duplicates the connecting arrangements ot the incumbent 

13 monopolist, it otters the greatest hope tor the 

14 development of aoae coapetition. Other forma ot 

15 interconnection arrangeaents offer leas promise. 

16 

17 

18 Q. 8HOULD till LICI 81 GIWiftD ADDI!'IONAL PRICING 

19 n.&XDILI'l'Y IN CQfJtMC'fiON WI'l'B &XPAND&D 

20 DfftacoNNIC'fiON? 

21 

22 

23 

24 

26 

A. 
AT'T 4oea not oppoae the approval of zone pricing 
r•u•t• 1 ;ststst •tantt61Ug 1 s · dtr r t·t•• 
plana oop:iatent with tfe pllUla approved by the ., •• •• .... ••s ;autzJl,z •• ECIIbJ Ute 8e taa611l 

FCCtfrovide4 the l.tf&.l m1et all of the other 
'• 11WL.U I 61 CUI$ .ee iiii1 lilt 'th , .. , 171'1$& 
requirement& tor expanded interconnection and 

j:1w plstj s&S&i WIIGCUCIS£5 I a;ts UJS&G pzeee&&!Li; r 
collocation preacribed by the FCC. 

5 

-
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threat 

1 

2 

3 

4 

5 

6 

7 

8 

9 

extent th.t LIC interconnecti on tariffs ontinue 

requirements of the Phase 

oriqinal in CC Docket includinq all 

10 requirement• 

11 to that qranted by 

12 However, if 

13 

14 

15 

16 

17 

18 Q. 

19 

a LEC's not ... t I requirements, 

pric4nq flexibility shoul 

DOE S TRia CCMCWDII YOUR '1'118!'DCMY? 

20 A . Yes . 

21 

22 

23 

24 

25 

6 
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(I)' Ill'. 'f)'e) Jlr. Guedel, have you prepared a 

an•••ry of your taatillony? 

A Yu, I have. 

Q OJcay. Would you pleaM 9ive that 8\IDAry at 

5 thia tilla? 

6 A Y•. Tbia docket ctaala with two broad iaauea, 

7 tba r .. tructura of the local transport el ... nt of 

8 avitabed aoaeaa and con.ictaration of the public intereat 

9 ..rita of expanded interconnection. My direct taatiaony 

10 baa addr .. ..ct both of th .. e iaauaa. My au.aary ia 

11 organised individually, and I will addraaa the local 

12 tranaport rutructure firat. 

13 The propoaad raatructure of local tranaport 

14 rate al...nt will replace the currant atructure that haa 

15 bean baaed upon the concept of the ao-callad equal 

16 cbar9e rule. Tbat rule preaori~ that charqea tor 

17 local tranaport be equal per unit of traffic delivered or 

18 received. Tba rule, however, iqnored the fact that the coat 

19 of providing tboaa units aiqht differ baaed upon the network 

20 con~iguration. uaect to aerva particular IXCa. 

21 ror exuple, one ton of tranaport, co-on 

22 transport, raquir .. the uaa of tanct .. awitching 

23 aaobinea. Wbaraaa, another fora, dedicated tranaport, 

24 does not require the u .. of a awitcb. Clearly, the coat 

25 of providi119 tramaport under thea• uni(IUe arranq ... nta 
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1 ia different. However, under the equal charqe rule, the 

2 ratea cbarcJed bad to be exactly the ..... 

3 'ftw equal cbarcJ• rule vaa adopted by the IIPJ 

• oourt a• an exception to ita veneral pricin; atandard 

5 tbat all rates ahould be coat-justified. The rule 

6 effectively offered co.petitora or potential ooapatitora of 

7 A'l'ft an artificial -- that ia, noncoat-baa d advantage with 

8 raapeat to the purchaaa ot ace••• aarvice in an effort to 

t att.ulate co.petition i-..diately following AT'T'• diveatiture 

10 of tba .. 11 oparatinq coapaniea. 

11 Tba need tor thia rule waa clearly reooqniaed 

12 aa t.-porary and the decree apaoitiad an expiration data 

13 of sept .. ~ 1, 1tt1. 

4 At the expiration of the equal charqa rule, 

15 the PCC began what bee... a two-year invaatiqation t ro 

16 find a .ore appropriate coat-baaed atructura tor local 

17 tranaport. Durinq the couraa of that inveatiqation the 

18 1'CC recei vad ca..enta, rec~tiona fro• ao.. 50 

1t partiea, including aany of the partie• appearing before 

20 thia co.aiaaion today. 

21 COnaiderinq all tho•• need• and concarna, .the 

22 PCC adopted ita int eria atructure balancing three atatad 

23 objactivaaa Firat, encourage the efficient uae of 

24 tranaport faoilitiea by a l lowing pricing that reflect• 

25 two, facilitate full and fair 
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1 ~e aa.petition; and, three, avoid interference with 

2 the devel~t of interatate accaaa coapetition. 

3 .. llloutb '• intra•tate local tran•port filing 

4 airrora tbat .balanced atructure. The adoption of thia 

5 tariff abould enooura9e aore efficient u•e of the local 

6 ucbancJe network and provide an opportunity for 

7 o--wetition to develop in tbe proviaion ot a011e ace••• 

8 ..-viaea, and. it will do eo in a aanner that 

9 tranaitionally balance• tbe needa of varioua 

10 taleoo.aunicationa concerns. Therefore, the co .. iaaion 

11 abould approve S.llSoutb • • propo•ed local tranaport 

12 r..t.ructure as filed. 

13 Tbe local tranaport reatructu.re filinqa of 

14 GTB, united and centel, however, are flawed with reapect 

15 to one critical aapect of the rcc•a preacription for 

16 reatructurl.nq local tr~UU~port. Tbeae coapaniea have 

17 cb08an to calculate the reaidual interconnection charge 

18 on the baaia of an aaauaed hypothetical network, a 

19 cSoea not exiat today and one that aay never 

20 exiat. The uae of auoh an aaauaed network tenda to 

21 artificially inflate the level of the RIC, aa the LBCa 

22 are naturally aotivated to aaauae network configuration• 

23 that would aaxt.iae the interconnection charge. 

24 Reootni&ift9 thia potential for abuae, the FCC 

25 ordered the L&Ca to file locel tranaport ratea baaed 
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1 upon exi•ting network confiqurationa. In order to 

2 prevent a aiailar potential abuae here in Florida, thia 

3 CCI iaaion ahould order theae COIIp&niea, CTI, united and 

4 c.tel, to rafile their intraatate local tranaport 

5 tariff• to reflect biatorical network confiqurationa. 

6 TUrning nov to expanded interconnection. The 

7 adoption of expanded interconnection would • l:'Ve the 

8 public interut in the atate of Florida. The expanded 

9 interconnection would facilitate the beginning• of 

10 ca.petition within the local exchanqe and would benefit 

11 corunmera in .ucb tbe .... way aa coapetition in other 

12 aapecta of the tel~icationa indu.try, i.e. , 

13 aarvicu and telepbor.a aeta, have benefited cuatoaera 

14 over t:be yeara. 

15 Ca.petition facilitate• cuatoaer choice and 

16 developaant in production of new aervicea deaiqned or 

17 tailored to .. et particular cuat011er needa. In 

18 addition, ca.petition foatera better perforaance ae competinq 

19 vendor• vie for cuata.era in the open aarketplace. 

20 The PCC baa ordered expanded interconnection 

21 for both apeoial and avitched inter•tate ace••• 

22 aervicea. Through ita ao•t recent order, the rcc ha• 

23 required that Tier 1 LBCa provide virtual collocation 

24 arrang...nta vitb a noted exception or waiver of that 

25 requir ... nt in tho•• central oftic•• where a LBC choo•e• 
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1 to offer phy•ical collocation. 

2 In addition, tbe rcc ha• included •pecific 

3 requireaenta for collocation with re•pect to type• of 

4 faciliti- to be interconnected, point• within the LBC 

5 network Wbere interconnection or collocation uould be 

6 ordered, and related tariff and pricin; i••u ... 

7 a.cogniain;, that the .... tacilitie• and 

8 collocation arrang.aenta can ao•t likely be u•ed to 

9 provide botb •tate and inter•tate nrvice•, the proce•• 

10 and potential •ucoe•• of the interconnection collocation 

11 axpert.ant will be facilitated by the adoption of 

12 oon.i•tent rule• and requir ... nt• aero•• the two 

13 jurilldiotioaw. Therefore, barrin; any di•covery of any 

14 unique circua.tanoe• within the •tate of Florida that 

15 would require the developaent of different rule•, thia 

16 Ca..!••ion •bould adopt interconnecti on rule• and 

17 regulation• con•i•tent with tho•• pre•cribed by the FCC 

18 for inter•tate arran; ... nt•. 

19 It .oat be noted, however, that t~• adoption 

20 of expanded interconnection will not render the local 

21 excban;e co.petitive. Expanded interconnection 

22 repre•ent• only an initial •t•p in the effort• to create 

23 poaaibiliti .. tor real ca.petition to develop in the 

24 aarket for local exchange• •ervice•. Interconnection i• 

25 a n c .. aary initial •t•p to beqin the introduction of 
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1 co~tition, but it alone vill not guarantee the 

2 developaent of ooapetitlon within th.e state and it will 

3 not directly alter the exiatincJ local exohanqe aonopoly 

4 held by the LICa. 

5 MR. CARVBRt Finally, let ae add that the 

6 purpo .. of expanded interconnection is to facilitate: the 

7 entry of potential co.petitora into the existing aonopoly 

8 preserves of the local exchange coapany. It is therefore 

9 not necessary, and indeed not advisable, for reciprocal 

10 collocation efforts to be ordered by this Co.aiaaion. 

11 MR. TYB: TbanJt you, llr. Guedel. 

12 Mr. Chairaan, I would ask that Mr. Guedel' • 

13 direct tutt..ony and his auppl ... ntal direct teatiaony, 

14 as a ended, be copied into the record as thouqh read. 

15 CHAIRMAN DEASON: Without objection, it will be 

16 so inserted. 

17 MR. TYB: Thank you, air. Mr. Guedel is 

18 available for cross. 

19 (Por convenience of the record Mr. Guedel'• 

20 teatiaony was inserted at Paqe 112.) 

21 CROSS BXAIIINATION 

22 BY MR. CARVBR: 

2 3 Q Good aornincJ, Mr. Guedel. 

24 A Good aornincJ. 

25 Q Pirat of all, let ae ask you a question or two 
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1 about local tranaport. Do you have any eatiaatea on the 

2 iapaot of local tran.port reatructure on AT'T, that ia 

3 the Southam Bell propoaal? 

4 A I bave no nuabera on Plorida. 

5 Q can you quantify it by percentage or --

6 Again, in Plorida, I don•t . 

7 Q Let'• abift gear• and talk a little bit about 

8 expanded interconnection. Judging fro your teatiaony 

g and fraa your auweary, I take it that you believe that 

10 expanded interconnection •bould be ordered in a way that 

11 will ulttaately benefit ouatoaara; i• that fair? 

12 A Yea, I think that•• fair. 

13 Q And would it al•o be fair to aay that you 

14 believe that venerally •peakinq the ouatoaera will 

15 benefit by having aore choice• aa to bow to aeet their 

16 aervice needa? 

17 A Y ... 

18 Q Nov, Mr. Guedel, you believe, don't you, that 

19 interconnectora ahould not be required to allow local 

20 exchange ooapaniea to interconnect with their network•; 

21 ia that ri9ht? 

22 A Tbat ia correct. 

23 Q Aren't there goinv to be inatance•, thou9h, 

24 where denyin9 LBCa reciprocal interconnection ia alao 

25 voinq to deny aGile -rvice optiona to particular 

PLORIDA PUBLIC SDVICB OOIIIIISSION 



143 

1 cuata~~era? 

2 A I think that•• a poaaibility, but I think it's 

3 overridden by tbe fact that it would forecloae 

4 ca.petition, it would foreclose the interests of 

5 potential oaapetitora if additional restrictions are 

6 placed upon thoae co.petitore. We have to keep in aind 

7 bare tbat offering an advantaCJe to a potential 

8 c•~itor MY allow that ccmpetitor to 9•t a start in 

g the aarket. Offering the aa.e advantage to the 

10 incuabent .anopoliea aay only enaure that the aonopoly 

11 exiata forever, and that'• vbat we want to try to avoid. 

12 Q So -- well, let .. ask thia. Tbe arrang~Mnt 

13 that you're advocatin9, that ia where non-LBCa can 

14 intercoMect with LBCa but there•• no reciprocal 

15 intaraonnection; under that arrang...nt, basically, 

16 expanded interconn.ation benefits non-LECa but it 

17 doean•t benefit LBCa1 ie that fair? 

18 A I think it benefit• end users. I think that'• 

19 vbere we're going with this. 

20 Q But •• between the two of th-, it basically 

21 CJivea an advanta9e or gives a benefit to the non-LECe, 

22 but if there'• no reciprocal intercoMection it really 

23 doesn't do anythinq for the local exchange coapaniee, 

24 doea it? 

25 A 
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1 interoonnector. It 9ivea th- another option to 

2 collocate with tbe local excbanqe COIIP&ftiea, and I tbink 

3 tbat • • conaiatent with 1101ae of the thing• that were dona 

4 in 191C. Por exaaple, the equal charqa rule, the 

5 five-aile rule, tba 55• diacounta tbat vera qiven to 

6 interexabange carriera other than AT'T in order to 

7 atiaulate the aarket at a point in tble when AT'T bad a 

8 very lU'9e aarket abare. It you would have qi v n tho•• 

9 .... advantage• to AT,T, I think ve probably could have 

10 better defended our aarket poaition, but aqain, it would 

11 not have pra.otect coapetition. And the .... i••u•• are 

12 at •take here; it you 9ive the .... advantaqe to the 

13 iftOUIIbent vi th the great aarket aha.re that you CJi va to 

14 the potential aa.petitora, all you're 9oinq to do i• 

15 enaure tbe exiatanc• and continuation ot the aonopoly. 

16 And we don't want to do that. 'l'bat ia not in the 

17 interest of the cuato.era. 

18 Q Let - aaJr. a hypothetical quaation. Let • • •ay 

19 that in a particular situation, a local exchanqa c011J)any 

20 ia tryinq to qive service to their cuatcmer•, and the 

21 way to give that particular cu•to.er tba be•t aervice, 

22 that ia the beat quality, the beat price, ia to 

23 reciprocally interconnect with ao.aone wbo baa 

24 interconnected vitb their network baoauaa of vhara they 

25 are. In tbat particular arra.DCJ~t, do you think the 
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1 looal exabange co.paniu aboulcl allowed to reciprocally 

2 interoonnect .o tbat they can give the beat aervice 

3 po8aible to ~ cut__.? 

4 A I don't oppoae reciprooal interconnection; I 

5 OIIPO•• •nde~ reciprocal collocation. If a LBC can 

6 work out a deal with an interconnector, that•• fine. 

7 Q 8o tbeD in that aituation, baaically the 

8 i nterconn.ctor would control the aituation tbo•MJh, 

9 dapeDding on bow they pricecl the interconnection, what 

10 they obargecl, wbat the tenia were, and aaybe the 

11 cuata.er• would 9et tbe benefit of that and aaybe they 

12 vouldn • t; i• tbat oorrect? 

13 A I think that i• a poa•ibility, recognizing 

14 interconnect:ora have lWtecl looationa and Bell baa a 

1!5 great deal of location., thoH one or two exaaplea, no 

16 doubt, could have. 

17 Q Let .. aak you about a particular aituation, 

18 ancl thia one baa to clo with -- well, let • • aee, southern 

19 lell propounded to AT6T ea.. interrogator!••· I believe 

20 it vaa the firat .. t of interrOCJatori••· Anavera were 

21 providecl by AT6T on Auguat 16th, 1994, and you anavered 

22 tboae on behalf of AT6T; ia that correct? 

23 A ftat ia correct. 

24 Q •ow l underatand that tbia interrogatory 

25 anewer oontaina aoae proprietary intoraation. so Vhat 
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1 I'a 90iftcJ to try to do ia juat aort ot characterize the 

2 aituation 1n a way tbat won't give anything away that 

3 you want to be kept proprietary. so let .. juat aak you 

4 generally if thia ia Vbat happened. A cuatoaer of 

5 &outbem Bell ca.. to AT'T and aaked for apace to 

6 collocate SOUthern Bell equipMnt. AT'T quoted th .. a 

7 price. fte price waa not acceptable to the cuato .. r, 

8 aDd tbe collocation arrang~t cUd not happen. I a that 

9 correct? 

10 A Tbe collocation didn't - - the cuatoaer aaked 

11 wa. fte collocation ratea did not happen. I '• not aura 

12 price vaa the only conaideration. It'• ay underatanding 

13 tbe cuato..r bad another option and be took it. But the 

14 otber facta are correct. 

15 Q so you're aaying that you don't have peraonal 

16 knowledge of Why the cuatoaer didn't collocate? 

17 A That • a correct. 

18 Q Let .. put it thia way: If -- or rather let 

19 .. aak a follow-up. If that cuatOJMr had elected to 

20 collocate, or to collocate Southern Bell's equipaent in 

21 effect, with the ATA preaence there, that would have 

22 qiven th .. another way to ... t their aervioe need• that 

23 they didn't qet becauae they weran•t able to collocate; 

24 ian 1 t that correct? 

25 IIR. TYBs I objeot t o the fora of the queation. 
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1 I don't think it'• bean ••tabllabed that tha cuatoaer was 

a unable to collocate. I think tbat the cuat01111r rejeotad 

3 tbe o"ffer, 1 t • a ay UDCleratancUng. 

4 CBA.DtiiUI DBABOif: Parha~ you could juat 

5 repbr ... tM queet1on or lay .oM further foundation. 

6 Q (By Kr. carver) Well, let•• juat aaauae that, 

7 tor vbataver reaaon, the cuatoaer found collocation in 

8 thia particular inatance not to be in their beat 

9 intarut, it jut didn't work tor tb-. What I aa 

10 trying to get at ia if it had bean workable, that would 

11 have given th- another way to .. et their aervice needa? 

12 A Tbere waa another way tor thea to aeet their 

13 aarvice neada. In tact, it vaa another way . They 

14 at.ply didn't take that way . 

15 Q And again, you don't have paraonal knowledge 

16 vtlether the reai'IOn they didn't take it wa• becauae of 

17 the price that AT5T vaa charging? 

18 A I do not. 

19 Q Let .. aak you -- well, again, I'a not going 

2 o to reveal tbe nnaber, but in your interrogatory anawer, 

21 you atate that the .. particular charge• that were quoted 

22 to the cuatoaer were developed on an individual caae 

23 baaia, and they -y not be repreaentative of charge• 

24 developed for future arranq ... nt•l ia that correct? 

25 A That ia correct. 
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1 Q Without revealing anything proprietary, could 

2 you tell ua the -tbod by vbich AT'T arrived at the 

3 price it quoted to tba cuatOMr? 

A I can give you a generic deacription of thing• 

5 we conaicter. I don't have the apecifica on that ca .. , 

6 but generally, the non-recurring portion haa to do with 

7 any kind ot cout:.ruction arrangeaenta or aoc1ificationa 

8 of our tacilitiu that ve have to do in order to l ocate 

9 the cuata.era•equipJ~ent. The recurring charge• 

10 

11 

12 

13 

14 

1!5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

generally oonaider apace, and if necuaary, e•cort 

aervice to bring cuato.era into that apace. 

Q To tbe beat of your knowledge, would a local 

to do all thoae thinqa alao when 

providing expanded interconnection? 

A To the beat of •Y knowledge, under the 

collocation arrangeaenta that the federal coaaunication 

baa preacribed, the local exchange coapaniea do that on 

a rather qenaric baaia. Tbey eatabliah a ~on-recurring 

charge, and they eatabliah aonthly apace ratea, and 

that' • tariff, and at that point in ti ... nothing alae 

baa to be done tariff viae or pricing viae . It'• 

already done. And they do have to do the preparation• 

and tbinga like that, yea. 

Q can you tell u.a about a011e of the factor• that 

-- well, to uae your language, that aight cau•e charge• 

FLORXDA PUBLIC SERVICE COMMISSION 

'\ 



149 

1 developed for future arraJ19...nta to be different than 

2 tho .. in thia particular inatance? 

3 A Well, again, tbia vaa a particular cuatoaer, 

4 particular ...U.-.nt. It took a certain uount of 

5 apace. It d~ a certain &IIOW\t of power. It 

6 required a certain UIOUftt of cuato.ar eacorta, if you 

7 will. Tboae are all variable•. Tbey vary with the job 

8 that • a beiftCJ done. And ao thoae thing• could affect the 

9 price. It could have happened in a POP where we aiaply 

10 didn't have apace available, and in that caae we 

11 probably couldn't have offered the aervice. 

12 

13 

14 

15 

16 

17 

18 

19 

Q Let'a aaau.e that the apace vaa available. 

Did AT'T build in a particular profit aarqin on tbia 

particular collocation requut? 

A I don • t know tba a.n.ver to that. 

Q Do you know if -- well, let•a aaauae there vaa 

a profit aargin. Do you think that'• a reaaonable 

aaaWiption, qiven the vay you typically do buainua? 

MR. TYBa I object to the queation. If the 

20 vitn .. a doean•t know, he doean•t know, and I don't think 

21 it'• fair to aak bia to aaau.e. 

22 ~ D.asoN: I think it•a a different 

23 queation, and if be tbinka it'• reaaonable to aaauae that, 

24 the vitneaa can atate if he thinka it'• reaaonable or not. 

25 WI'l'IIUS GUBDBL: The only thinq I f .. l fairly 
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1 oaafortable of, it 11 priced above ita increaantal coat. 

2 8eyond tbat, I don • t know. 

3 OOMMISSIONBR CLARK: Let .. aak you, if it's 

4 priced above it. incr ... ntal coat, doean•t that .. an 

5 tbare'a a profit in ther•? 

WXTifBSS GumBL: It .. ana there'• a 

7 oontritaution, y ... 

8 CQMMXSSIONBR CLARK: All right . 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

JIR. CARVD: bOWie .. , juat a ao .. nt. 

Q (By Jlr. carver) Do you anticipate that in 

future collocation raquaata, that AT'T aigbt have a 

bitbar or lower profit aargin built in depending on 

axi~t factor•? 

A Aa atatad, everything ia an individu4l caaa 

baaia, tbara'a a lot of faotora. I oan•t apaculata as 

to vbat tho- actual nuabara would be. 

Q Do you anticipate there aigbt aver be a 

aituation Wh•ra AT'T juat didn't want the LBC to 

collocate ao tbey would price prohibitively? 

A I don't know tba anawar to that quaation. I 

would think if va didn't want tb- to locate, we would 

not -- if we had a raaaon for not doing tt~t, we aiaply 

wouldn't aaka an offer. 

Q And if tbia coaaiaaion doaan•t order 

reciprocal collocation, than of couraa you' l l have tba 
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1 option of not allovincJ the LIC to collocate, or of 

2 pricing reciprocal collocation prohibitively; i•n't that 

3 correct? 

4 A If thi• Ccmaia•ion doe• not order aand~tory 

5 collocation, .. will not have to allow collocation. 

6 J( .. p in a1n4, ve•re in tbe •aae po•ition a• a variety of 

7 the other oa.patitor• vbo are vorkinq the interexchanqe 

8 bu.aineaa today, ve need to aake a profit. And it we 

9 have apace that•• available that•• aittinq idle and 

10 we • re not earninv any 110ney on that •pace, we don • t have 

11 any captive ouat011ar• tbat can pick up the tab, we • r• 

12 probably qoinq to be encouraqed to do the be•t we can to 

13 aake - aucb 110nay a• we can out of tho•• a•••t• . It 

14 would be fooli•h not to. So we do bave an encouraq-ent 

15 to do it, but there vouldn •t be a recJUlatory aandate to 

16 do it. 

17 IIR. CARVER: Thank you. That'• all I have. 

18 CBAIRIIAH DEASON: Kr. rona. 

19 CROSS EXAMINATION 

20 BY IIR. PONS: 

21 Q Good aorninq, Ill'. Guedel . 

22 A COOCl aorninq, 11r. ron•. 

23 Q Let ' • taUt a l ittle bit about the local 

24 tranaport rutructure. Are you faailiar with the 

25 reaidual i nterconnection oharqe a••ociated with the 
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1 local tranaport restructure? 

2 A Yu. 

3 Q Are you faailiar the basis upon vbich the FCC 

4 ~ned tbat tbe -- and let•a just call it RIC so I 

5 don't bave to k .. p saying the longer tara -- how the RIC 

6 n• calCNlat.ed? 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

A I believe ao, yes. 

Q And. aa I correct that tbe RIC was iaposad in 

order to k .. p revenue neutrality for the LBCa Yith the 

i.Jipl_..tation of local tranaport restructure? 

A Y•, tb.r• were tvo COJIPOnents to the RIC. 

one vas tba sot of the revenue raquir ... nt identified 

with tanct .. .witching vas shifted to the RIC charqe by 

tbe Federal cc-unicationa Coaaiaaion, and then the 

r-inder of the RIC is the key to the whole eluent. 

Q In this local tranaport that we•ra talking 

17 about, this baa historically been a part of switched 

18 access? 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

Yea. 

And thia is the piece of the facility between 

the LIC'• end office, the end office that serves the 

ouat011er, and. tbe IXC's POP, or point of presence? 

A Bn4 of aerving wire canter of the POP, yes. 

Q And if tbara is a tanct .. , then the facility 

betw .. n tbat tand- and the IXC POP i• an entrance 
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1 facility; ia tbat correct? 

2 A .. 11, the entrance facility qoea between the 

3 POP and tba aervincJ wire center of the pop. The tand-

4 would be in between the aervinq wire center of the POP 

5 and tba aervirtq wire center --

6 

7 

Q You're correct. 

vbat I vaa inquirincj into. 

I aiaatated it, but that•• 

8 COIIKISSIOifD CLARJt: You need to aay that again 

9 becauae I didn't catch the diatinction. 

10 ICR. CARVER: WITNESS GUBDBL: okay. The 

11 entrance facility connect• the interexchanqe carrier • • POP 

12 with tbe aervinq wire center of the interexchanqe carrier 

13 POP, an4 tbat'a 9enerally the LIC office that•• oloaeat to 

14 the POP. '1'ba other tranaport, the dedicated and co-on 

15 tranaport faoilitiea, beqin at that aervinq wire center, 

16 and they CJO to the aervincJ wire center of the end uaer 

17 ouatoaer. They aay CJO tbrouqh a tandea. They aay go 

18 directly wire canter to wire center. 

19 Q (By Mr. rona) And that wire center ia juat 

20 another -- in aoae inatancea would be a central office, 

21 a avitoh; ian•t that correct? 

22 A Yea. 

23 Q And ve•re talkinq about avitched ace••• on the 

24 l ocal tranaport reatructure; ian•t that correct? 

25 A Tranaport vaa a avitched ace••• eleaent. We 
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recently incorporated a awitched acce•• el .. ent into 

varioua cOJIPC)nenta, ao .. dedicated, ao.. awitched. 
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Q Doell tbe local tranaport reatructure involve 

tba entrance facility? 

A Yu. 

Q so you can have a local t .ranaport would apply 

not only to the piece between the aervinq wire center 

and the end office aerviDCJ the cnuttoaer, but lao 

involve• between the aervinq wire center that aerve• the 

1XC and the IXC'a pop? 

A Yea. 

Q Within the local tranaport on the interatate 

baaia, vaa that priced on a per aile baaia? 

A Biatorically? 

Q Yea. 

A It vaa priced in varioua ways, but generally 

had a aileage ccmponent. Soaetiaea there waa a fixed 

co.ponent and a aileage coaponent. 

Q In Plorida did the local transport have a 

fixed coaponent alone, or did it alao have a aileaqe 

coaponent? 

A 

Q 

A 

Q 

In Plorida it had a aileaqe coaponent 

In Plorida? 

Yea. 

on intraetate baeie? 
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1 A bcn.aaa .. , I • • wrong. It had a ainuta 

2 owponent. 

3 

4 

5 

' 
7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Didn't have a ailaaga co.ponant, did it? 

A Did not bava a ailaaga coaponant. I 

apol09iza. 

Q In - does the local tranaport, though, luolt 

any different than a spacial aoceaa, a pipe, a pipeline 

between two points? 

A Without the tand- switch, they're goinq to 

look vary JIUcb alike. 

Q And in the -- the local transport restructure, 

coupled with the expanded interconnection tor avitchad 

acceaa, allova entities other than the LBC to provide 

the avitcbed transport; ian•t that correct? 

A Tbat'• the intention, to encourage potential 

coapatitora to gat started in that aarkat. 

Q And it also .. ana, does it not, that with the 

also the expanded interconnection tor spacial acceaa, 

that IXCS can aova traffic ott ot the switched ace••• 

and give it to an entity other than the LEC tor handling 

it aa it it ware spacial accaaa; ian•t that correct? 

A Yea, you can do that, it you have a cuatoaer 

with a ~ity ot data to do that. 

Q And it you 110va the traffic ott ot spacial 

ace••• to -- I •a aorry, ott of awitohad ace••• to 
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apecial aooaaa, there would be no ainutea of uae counted 

at the tand-, would there? 

A .. 11, I vue•• the anaver 1• yea. If ve aove 

everytbinq to a dedicated facility and I aigbt point 

out we coul4 bave done that even without alternative 

acce•• vendor•, ve can do that within the acope of the 

LBC'• own tariff -- tbere would not be a tand .. 

avitobinq el~t. 

Q And ian •t the -- let '• go back to the RIC tor 

10 a ~ent. 

11 COMMISSIONER CLARK: Did you aay yea or no? 

12 WI"l'RBSS GUBDBL: I aaid yea, I think. 

13 CONN%SSIONBR CLARK: So you can avoid the 

14 ainut .. ? You vouldn • t have ainu tea of uae on the tandea 

15 by uainq the .pecial ace•••? 

16 wiTNBSS GUBDBL: Oh, abaolutely . And if you buy 

17 dedicated tranaport under the reatruoture and you don • t 

18 uae a tand-, you don't have any tand .. to receive it. 

19 

20 

21 

22 

23 

24 

25 

COIOCISSIOMIR CLARK: So you avoid a coat 

el~t? 

WITKBSS GUEDBL: Yea, you do. 

Q (By llr. Pona) The RIC that we talked about 

earlier, tbat vaa calculated or 1• to be calculated 

under the PCC'• procedur .. by developing ainutea-of-use? 

A The RZC ia a raaidual and ia divided by 
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1 ainutaa -- tbe quantity of dollar• i• divided by a 

2 quantity of aiDutea to ccme up with the RIC. 

3 Q And ~· are bi•torical ainuta•? 

4 A Acooz'diDIJ to t:be rcc, y ... 

5 Q Oltay. Bow i• the RIC collected? 

6 A Bow i• the RIC collected? The RIC i• 

7 collected on a per-ainute-ot-uae baaia tor tranaport 

8 Hrvioea, ancl tbat applie• to tranaport ••rvioe• carried 

9 by tba local exobanve OOIIP&ftY. It i• a lao col lected by 

10 the local axchaft9e c011pany on traneport •ervica• carriacS 

11 by other vendora under an interconnection arranga..nt. 

12 Q so lODCJ u the •ervica that • • being billecS by 

13 the I.-e or tbe AAV i• a evitcbed acca•• •ervice; ian •t 

14 tbat correct? 

15 A Aa long aa it'• a •ubatitute for •witched 

16 tranaport, yea, air. 

17 Q so that it traffic i• •hifted froa •witched 

18 aooaa• to apaoial acoe••, then there i• no countinq of 

19 the ain~t•a-ot-uu tor the collection of the RIC, i• 

20 there? 

21 A Well, I think that • • true. At any point when 

22 you can evitob your traffic troa a •witched arranqaaant 

23 to a •pacial arr&ft9 ... nt, either to a local co~ny'• 

24 •paoial &rr&ft9...nt or to an a l ternative'• •peoial 

25 arranqaaent, you bypaa• evitched ace••• charge•, y••· 
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1 MUch .ore efficient in ao .. caaea. 

2 Q The RIC then ia an el~t which can be 

3 avoided or bypa...S by the IXC, ian • t it? 

4 A In a liaited nuaber of caaea, yea, air. 

5 Q It: can be avoided or bypaaaed by the IXC; 

6 ian•t tbat correct? 

Yu, in a liaited nn•ber of ca•••· 7 

8 

g 

A 

Q 

A 

Wbat do you .. an, •a lialtect nuaber of caa .. •? 

!be only way that the RIC can be bypaa..ct ia 

10 by awitcbin9 traffic froa avitched ace••• to apecial 

11 ace••• · Now, that can only be done for cuat011era wbo 

12 bave enou9b traffic to juatify a direct pipe to an 

13 interexcbange carrier. It cannot be bypaaaed for the 

14 vaat -jority of cu.atollera. 

15 Q And are you talking about D83 or DSl or DSO? 

16 A cenerally DS1 anct above. 

17 Q And bave you done any atudiea ·a• to how auch 

18 traffic a cuatoaer .uat have in order to juatify a DS1? 

19 A No. 

20 Q Ia juatification of the DS1 liaited to only 

21 very large cuatoaera. 

22 A A 081 ia equivalent to 24 voice qrade 

23 Channela, ao effectively you're connecting 24 voice 

24 grade channela directly to an interexchanqe carrier. To 

25 keep thea filled up, it would take a aiqnificant aaount 
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4 

of traffic. 

Q Do you bave an idea of bow auch traffic? 

A 

Q 

I do not ri9ht nov, no, •ir. 

caD you 9iVa .. a ballpark fi~e on a 
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5 per-cuata.er per-.onth ba•i• to ju•tify a 081? 

6 A •ot today, •ir. 
7 Q Would •pecial acce•• al•o be poeeible on a 

a tractional D81? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A I don•t believe AT'T ie involved i n any of 

that. I • a not eure it other• are. 

Q Do you know wether any AAVe are providing 

fractional DBle? 

A I don't k:now. 

Q aut the RIC can be avoided, can it not? 

A Y-, for certain epecifio liaited 

arrancJ~U, the R.IC can be avoided. 

~88IOND CLARJC: May I interrupt juet .a 

ainute? Kr. Gue4el, vhat do you underetand a fracti,onal 

081 to be? 

WITifUS GOBDBL: A fractional D81 ie one or aora 

voice ~ equivalent circuite. so you could take a DS1, 

vbicb ba• 24 voice ~adee, you could Hparate that and 

aaybe deliver thr .. of thoee to one ouetoaer, and five to 

anot:tiar, and aix to another, eo it would be a fracti onal 

D80 circuit. 
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~88IOND CLARJCa Well, it that'• the ca••, 

2 could you .and one of tho.. lin•• into a building and 

3 agqregate unrelated traffic, ~elated entity traffic, and 

4 uae ~ial acce•• and avoid the RIC? 

5 WI'.l'IIUS GOBDKL: My concern would be tbat I 

6 couldn't bill tbat, I wouldn't know vt~ bad vbat line•. 

7 becaUM onoe the pipe ~ into 11Y POP, the DSl, I 

8 reco;niae tbe 081. 

t I tbink aa.e Jtind of avi tcbift9 equipaent on 

10 pr_i_ .. y be able to •ol ve tbat probl- in a 

11 abared-teftant IIVVice envirorment1 and I qu••• there are 

12 liaited abared•tenant aervice environaent arraft(J ... nt• 

13 here in Florida. But I don't know outaide of having 

14 another nitcb in there how we could do that. 

15 ~SSIONIR CLARK: You would have to have a 

16 avitcb at tbe preai-? 

17 WITifUS GUBDBL: I think that'• a way to do it. 

18 There aay be another way, but tbat way I think would work. 

1t And I don't know another way. 

20 OONMZSSIOMER CLARK: Well, could you do it on a 

21 flat rate charge? If you got enough people, ju•t •ay, you 

22 know, •we•re not going to ... •ur• the traffic but her• · • 

23 your flat rate, • and it would be a better •ervice or a 

24 110re econoaioal •ervice to th .. than u•inq •witched 

25 ecce••. I •a tryiftC) to jud9• the likelihood of aovil\9 
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2 tractional. 
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3 1fi'l'lfBSS GUBDBL: The difficulty there ia that 

4 tbe only r .. aon a ouatoaer would buy or want a ·~cial 

5 line to ATI~ would be to utilizing an AT'T aervice. So we 

6 do have to bill on tho•• aervicea. We could bill a flat 

7 rate on tba apeoial piece but we would have to bill each 

8 cuato.er on uaaqe, tor exaaple, in a Meqaooa-type of 

9 anvironaent. And I don't think ve can do that today. 

10 COMMXSSIONIR CLARK: Unleaa you have a awitch ~t 

11 the pr-i•oa. 

12 WI'l'lfUS GOBDBL: or a nitcb aoaevher•. 

13 

14 

COIIIIISSIONER CLARK: Okay . 

Q (By llr. Pone) You have a avitch at your POP, 

15 don't you, Mr. Guedel? 

16 A Yea. 

17 Q So you wouldn't have to provide thia end 

18 facility troa your POP to the cuato .. r, you could either 

19 qat that either troa the LBC or an AAV, couldn't you? 

20 You do it every day, you get your --

21 A Sure, abaolutely. The only thing I'• aayinq 

22 ia that it a DSl pipe cOMa into •Y .witch, I don't know 

23 Vbo ia on vbich one of thoae fractiona, it'• all one 

24 cuatoaer to ... 

25 Q But it tba cuatoaara -- if you•re beinq 
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cuatoaer it ia, wouldn't you? 
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1 

2 

3 

4 

5 

A But I'a not aura that I aa technically capable 

to do that. 

Q Bow about delivery of traffic to that end 

6 uaer? It goes both waya, doean•t it? You get traffic 

7 froa a cuata.er but you alao deliver it, don't you? 

8 A Yu, you do deliver traffic. 

9 Q And that inforaation i• on whatever ca 1 or 

10 .. aaage ia coaing acroaa, ian•t it, aa to which cuatoaer 

11 it i• suppoaed to go? 

12 A Yea, it ia. But again, that has to be aorted 

13 at a awitch; and if it all goea over one DS1, there has 

14 to be a abared-tenant type awitch at the preai•e to 

15 break it out into cuatoaers. 

16 Q You're aayinq that your •witch at your POP 

17 coul4n • t do that? 

18 A I'a aaying to ay knowledge we could not do 

19 that in the 4-B. 

20 Q Well, I know that AT'T ia quite intereated in 

21 reducing avitched ace••• charge•; i• that a correct fair 

22 aaauaption, Mr. Guedel? 

23 A Yea. 

24 Q And you '11 look for every opportunity you can 

25 to reduce your avitdbed acce•• chargea? 
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1 'l'bat'• a true •tat ... nt, CJiven, you know, 

2 -intaininCJ our level• ot quality and tho•• kind. of 

3 tbiDCJa, but yu. 

4 Q Rave you -d• any a••uaption on your part •• 

5 to bow lODCJ tbe RIC can endure? 

6 A I don't know about e.ndurinq, John. I've 

7 •tated in IIY tutbony that I think it abould CJO away a• 

8 quickly •• PQa8ible. I believe that. I think tbe FCC 

9 would conaidar getting rid ot it it they coul d find a 

10 way to do tbat. I hope it CJoe• away aoon, John. 

11 Q And it it doe• CJO away, do you know what 

12 revenue t.pact that will have on the LZCa? 

13 It would be different tor everyone and it 

14 would depend on bow it vent away and thing• like that. 

1!5 Q But it it did CJO away, then the LEC would have 

16 to find aa.e vay to get tboae revenue• aoaewbere elae, 

17 wouldn't the LBC? 

18 It it were done away with on a pha•e-out and 

19 the aarket continuu to grow at the extent the a.arket 

20 ba• been growing in the pa•t tor thinq• like •witched 

21 acceaa aervioe•, a lot ot the potential loat revenues 

22 fro. the Rica would be eaten up in growth. so I think 

23 it would depend eo~~pletely upon the .. thodoloqy in which 

24 the RIC waa eliainated to deteraine the t.paot on the 

25 LBC. 
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Q But before the RIC ia eli•inated, you would 

avr .. tbat ao.e aUbatitute needa to· be found to replace 

theMe revenuaa for the LBC? 

A .. 11, yeah, the RIC ia a revenue-neutral 

el...nt1 and if ve want to aaintain revenue neutrality, 

it .u.t ~ .. intained at tbat particular level today. 

Q AT'~ u••• AAVa in Florida, doea it not? 

A I think ao. 

Q Do you know whether the AAV• in Florida have 

to fi~e tariff• vitb tbia co .. iaaion for the aervicea 

t~Mt tbay provide? 

A 

Q 

I cion •t know that tbey 4o. 

Do you know whether the AAVa have to file any 

14 tariff• at tb• rcc for the interatate aervicea that they 

15 provide? 

16 A I don't know. 

17 Q Do you know whether or not AT'T haa contract• 

18 with AAV• in Florida? 

19 A That would be •Y aaauaption. 

20 Q Do you know hov the AAV• charge AT'T for 

21 Hrvicu that tbey provide, both apecial acce•• type 

22 aervice. an4 .witched ace••• type aervicea? 

23 A Ro, I 4o not. 

24 Q Do you know whether AAVa provide both DS1 and 

25 DS3 acceaa or facilitiea to IXCa? 
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1 A I believe tbey provide botb. 

2 Q Do you know hov tbe AAVa price tbeir 081 and 

3 083 ..rvicea? 

' O*KISSIOIID CLARJt: llr. Cuedel, would you 

5 uplaln vbat 081 and 083 are? 

6 •· ro.s: sorry. 

1 WiftUS GUBDBL: Yea. 081 ia a diqital 

8 tra.n•i .. ion ...vice that ia baaically 1., IMCJabit 

9 aervioa, it providea 2' voice qrade equivalent channels, 

10 it can be broken down into 2' ohannela. A 083 ia --

11 again, a digital carrier ••rvioa that .. bodiea 28 os1a, ao 

12 it effectively can carry 672 voice qrade cbannela. 

13 CCIIKI88IONBR CLAD: Okay. Ia there a 082? 

1' WXTMB88 CUBDZL: Thera vaa a 082 protocol at one 

15 tt.e but it • a never been ilapl ... nted. 

16 Q (By Mr. Fona) Doe• AT•T provide 081 and 083 

17 aarvioe to ita cuata.er•? 

18 A I believe va do. 

19 Q And do you know how AT'T price• ita 081 

20 via-a-via ita 083 aarvica? 

21 A I'a not faaillar vith our prioin9. 

22 Q xr. Guadal, are you faailiar vitb tbia 

23 eo-i .. ion•a order in Pbaae I of expanded 

2' interconnection? 

25 A I'a faailiar with it. 
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1 Q Are you taailiar with what order the 

2 co.ai .. ion iaaued with r.;ard to prieinq flexibility tor 

3 tbe x..c.? 

4 A I believe tbe co .. iaaion granted thea zone 

5 pricing flexibility eonaiatent with what the PCC had 

6 

7 

• 
9 

10 

11 

12 

13 

14 

ordered in ita Docket 91141. 

Q And did the ca.aiaaion alao allow the LBCa to 

oontillua to uae CSAa, or contract aervioe arran<Jeaenta, 

with cuatoaara? 

A Yea. 

Q Are you oppoaed to the CO..iaaion•a deoiaion 

in Pbaae I? 

A 

Q 

No. 

Let .. aaJt you about your poaition on, I 

15 believe it ia, Iaaue 15, which you have nov ehanqed your 

16 teatiaony to contora with. You aay there that, "AT'T 

17 doea not oppoae the approval or zone prieinq plans 

18 eonaiatent with plana approved by the FCC providinq the 

19 LBCa ...t all of tbe other requir ... nta tor expanded 

20 interconnection an4 collocation aa preaeribed by the 

21 PCC.• 

22 What dO you Man by the latter part ot that 

23 answer, • ... t all ot the other require .. nta•? 

24 A Baaioally, they would otter the aandatory 

25 virtual collocation, tbey would offer it fro• the aaae 

PLORIDA PUBLIC SDVICB OOIIKISSION 



167 

1 offioaa and .ate it available froa the .... office• or 

2 rating pointe that they would aaka it available under 

3 the PCC rulu, tbinCJa like that. 

Q Baa AT'T in the paat collocated ita facilities 

5 with tbat of any LBCa? 

6 

7 

A 

Q 

At 4iveatitura ve did. 

And vaa that .andated or var• the terJU of 

8 that interconnection necJOtiated vi th the LBCa and 

9 between the LBCa and ATR? 

10 A In that caaa, the equipaant vaa, by nature of 

11 biatory, already collocated. And I believe through the 

12 plan of reorganisation a lot of coat• and thing• were 

13 derived -- probably aeparatad coat• ainca it wa• done 

14 priaarily in tba federal arena. And vbat baCUla SHPA 

15 arranqaaanta 'Ware arrived at between AT'T and the local 

16 for coapanaation of tho•• collocated 

17 aquip .. nt. 

18 Q Did tho .. SMPA arranqeaanta -- and you're 

19 qoinq to have to aak bia, co .. iaaioner Clark, what SHPA 

20 atanda for. Ware tho•• SHPA arrang ... nta between AT'T 

21 and the Ball operating coapaniea rather than with the 

22 independent LBCa? 

23 

24 

A 

Q 

I believe that to be the caae. 

SO you had inatano•• where you were 

25 collocating and aay atill collocate with LBCa. Do you 
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know vbsthar or not thoae arrang ... nta were negotiated? 

A I don't knm~. 

Q Do you believe that the LBCa and the AAVa or 

other interconnaotora includ.inq IXCa vbo can collocate 

abould be able to neqotiate the arrang-enta? 

A WOUld you repeat that, John? 

Q Do you believe that the LBCa and the AAVa and 

IXca and otbara Vho can collocate ought to be able to 

negotiate the arra.nq~ta for collocation? 

A Y... X do believe they ought to be able to 

neqotiate, but the local exchanqe cmapaniea ahould be 

aan4ate4 to provide virtual collocation. How, once 

that, tho .. rat-, tho•• tariff• are in place, that '• 

the 8tandard, they can negotiate anythiftCJ they want to 

that better -ta individual needa and individual 

16 arra.nq...nta. But I do 8upport the .. ndatory 

17 collocation. 

18 MR. PONS& I have no further queationa. 

19 COMMISSIONBR C'LARK: Mr. Guedel, when you 

20 negotiated, if that'• what you did, AT'T with local 

21 exchaft9e ca.paniea other than the Bell co•paniea, waan•t 

22 it a aituation where you already had facilitiea in there 

23 and ware at.ply negotiatiftCJ how to price it? 

24 WITIIBSS GUBDBL: At diveatiture, that • • the 

25 ca-, y-. 
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C'BA.IIUIAJf DBASON: We'll take a lunch race•• at 

tbia tiae. And ve will reconvene at 1:30. 

(Thereupon, lunch receaa taken at 12:17 p.a.) 

(Tranaoript continue• in aequence in Voluae 2 • ) 
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1 CBIIa.AM DBABOM: We'll take a lunch receaa at 

2 thia tiM. ADd we vill reconvene at 1:30. 
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(Tbereupon, lunch reoeaa taken at 12:17 p.a.) 

(Tranacript continues in aequefice in Volu.e 2.) 
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