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1 PROCEEDINGS 

2 (Hearing reconvened at 9:00a.m.) 

3 (Transcript continues in sequence from Volume 5.) 

4 CHAIRMAN DEASON: Call the hearing to order. 

5 Any praliainary aatters? 

6 118. ICAUFMAN: Mr. Chairman, I have one 

7 preliainary aatter. Yesterday Staff entered as Exhibit 

8 37, llr. Gillan's deposition and I just received hia errata 

9 sheet and I have let Staff know that, and I believe they 

10 have no objection to making that part of the exhibit. 

11 CHAIRMAN DEASON: Very well. The errata sheet 

12 will be incorporated then into Exhibit 37 • 

13 MR. PONS: And Mr. Chairman, I have now had an 

14 opportunity to review the numbers that are included in the 

15 corrected Exhibit No. 18, which was a Late-filed Exhibit 

16 No. 1 to Mr. Gillan's deposition, and having seen those 

17 nuabara I have no objection to its admission into the 

18 record. 

19 CHAIRMAN DEASON: Revised Exhibit 18 without 

20 objection will be admitted. 

21 MS. PEED: And Mr. Chairman, as to Exhibit 27, 

22 which ia the letter from Quinton Sanders to Bill West of 

23 AT,T, I •• 90lnq to withdraw my objection so there won't 

24 be any need to put any additional transcript into the 

25 record. 
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1 CHAIRMAN DEASON: Very well. Any other 

2 objection to the admittance of Exhibit 27? Hearing none, 

3 Bxbibit 27 ia adaitted. 

4 (Exhibit Nos. 18 and 27 received into evidence.) 

5 MR. HOFFMAN: Mr. Chairman, I would al•o like to 

6 aponaor, under Rule 25-22.008(2)(8), Ms. Tere•a Marrero to 

7 participate in the remainder of this proceeding. 

8 Ma. Marrero ia in-house regulatory attorney with Teleport 

9 Ca..unicationa Group. She is licensed to practice in the 
F , . 

10 atate of •ev York and waa previously ci.: Staff with and ha• 

11 practiced before the FCC. 

12 CHAIRMAN DEASON: Very well. That will 

13 certainly be fine, and we will welcome Ms. Marrero to 

14 theae proceeding•. 

15 Ma. Bryant, I believe your witnesa i• acheduled 

16 next. 

17 MS . BRYANT: Yes, Mr. Chairman, Sprint call• 

18 Fred Rock to the •tand, and he has not be sworn, 

19 Jlr. Cbainan. 

20 FRED I . ROCK 

21 vaa called •• a witness on behalf of Sprint co .. unication• 

22 Coapany, and having been duly sworn, testified as follow•: 

23 DIRECT EXAMINATION 

24 BY MS. BRYAII'l': 

25 Q Pleaae •tate your name and business addre•• for 
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1 the record. 

2 A N ... 1• Fred I. Rock. My addreaa ia 7171 Weat 

3 95th Street, overland Park, Kansas 66212. 

4 Q Mr. Rock, by whom are you employed and in what 

5 capacity? 

~ A Sprint Co .. unications Company, Liaited 

7 Partnerabip, where I am the manager of regulatory ace••• 

a planning. 

9 Q Are you the same Fred Rock that cauaed to be 

10 prefilad in tbi• proceeding 12 pages of direct te•timony? 

11 A Ye•, I aa. 

12 Q Do you have any changes or correction• to aake 

13 to your te•ti.ony? 

14 A No, I do not. 

15 Q So if I ••ked you the same question• today that 

1~ are contained in your prefiled testimony, your answer• 

17 would be the .... ? 

18 A Ye8. 

19 MS. BRYANT: Mr. Chairman, I move for the 

20 adais•ion of Mr. Rock'• testimony into the record aa if 

21 read. 

22 CHAIRMAN DEASON: It will be so inserted into 

23 the record, without objection. 

24 

25 
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A My name is Fred I. Roc:k and my business address is 7171 W. 95th 

Street. Overland Park, KS 66212. I am employed by Sprint 

Conm.micarions L.P. (Sprint) as Manager - Regulatory Access Planning. 

Q. w• Y• briefly state your edutational ba~kgrouad! 

A. I received a Masters in Business Administration from Roc:khurst 

College, Kansas City, Missouri in 1993 and a Bachelor of Science Degree 

in Accounting &om Kansas State University in 1983. I am a Certified 

Public Auountant in the state of Kansas 

Q. Please state your previous work tlperitn~e in ttiHommunications. 

A. I began working for Sprint Communications Co in July, 1992. Since 

that time, I have had the responsibility of monitoring state and federal 

replatory activity relating to access services in the llcllSouth (BellSouth) 

resion, including Florida. Prior to my current position. I was employed by 

United Telephone- Midwest for four years. At United, my responsibilities 

induded revenue budgets, financial analysis, and service costing and 

pricing. 
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Q. Wut i1 tile purpose or your tatimoay! 

A. I will disc:uss the benefits of expanded interconnection for switched 

local transport services ("switched interconnection .. ) and urse this 

Commission to order the same policies and prices that have been adopted 

by the FCC in Docket 91 -141, In the Matter of Expanded lmerconnection 

Mb Local Telephone Company Facilities. 

With the adoption of switched interconnection, I support the LECs' 

rauucturins of local transport services in Florida as Ions as an appropriate 

cost-bued pricing methodology is used in developing rates for direct 

trunked transport. 

Q. b npallded iatertoaaec&ion for switched accas ia the public 

illtenltf 

A Yes, switched interconnection is designed to encourage competitive 

entry in the provision of switched access services. which today in Aorida is 

exclusively provided by local exchange companies ("LECs"). Switched 

interconnection will provide several benefits includiaeg accelerated 

deployment of new and advanced technologies ~nd services, alternatives to 

LEC switched local transport services allowing route diversity, increased 

access providers' responsiveness to customers in the provision of existing 

lei'Vices and movement of prices of the a fleeted services closer to the cost 

of providina the services. 

Q. Wll nritelled iatertonaection r~sult in mat~rial LEC revenue 

......, .. , 
,-

2 

___ _j 
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A No. Other things being equal, if a LEC loses one minute of switched 

transport demand, it will realize a decrease in switched transport revenue. 

However, if Florida adopts the FCCs new switched transport structure, the 

inl«connection charge will be applied to all switched aa:ess demand. This 

iadudet traffic transported by an interconncctor. The interconnection 

chirp is a new rate element created to insure that the local transport 

rettnacture is revenue neutral to the LEC. 

A pneraJ analysis of the potential impact for Southern Bell reflects that 

approximately 2,./o of its current intrastate switched access revenue comes 

&om the local transport element. Southern Bell's revised switched 

tr1n1p01t filina proposes an interconnection rate that is approximately 8S% 

ofthe c:urreot I .S4 cents per minute of use rate for local transport, leaving 

IS% ofthe current transport revenue at risk. Thus, I conclude that only 

4% of Southern Bell's total switched access revenue is at risk ( IS% of 

2,..4). However, switched interconnection results in a new revenue source 

for the LEC in the fonn of monthly and nonrecurring charges associated 

with interconnection which will offset some portion of the lost transport 

revenue, rauJtina in a maximum net revenue loss for Southern Bell of less 

than 4%. This assumes that Southern Bell loses I 00% of its current 

tnn1p0rt demand to interconnectors which is unrealistic. In fact, a loss of 

25% of ita current transport demand would decrease Southern Bell's 

current switched access revenues less than 1%. Though this analysis is 

specific to Southern Bell, I cannot see any material LEC revenue shortfall 

u a result of twitched interconnection. 

3 



• I 

2 

3 

4 

5 

6 

7 

I 

9 

10 

II 

12 

• 13 

14 

15 

16 

17 

II 

19 

20 

21 

22 

23 

24 

25 

652 

Q. PleMe diiC•a th~ appropriat~ a~Thitutu~ availabUity, 

........, nee ltndu~ ud pritiaa ror switrhed iatft"CCOIMdioll 

eft'erillplaJIIorida. 

A The Florida PSC should embrace the same switched interconnection 

policies and prices that were adopted by the FCC in Docket 91- 141. This 

is DOt to imply that the FCC preempts the Florida PSC s authority in this 

lllltter. However, aiven that the same collocated facilities would be used 

to ~ both interstate and intrastate traffic. it is appropriate that 

the iDtcrconnection requirements and prices are the same for interstate and 

intrastate switched interconnection In addition. this would be consistent 

with this Commission's decision in Phase I of this proceeding where the 

federal policies and prices were generally adopted for expanded 

interconnection for special access. 

Q. SIIHid die LECs be arantfd additional pridng R~aibility! 1r 10, 

.... tllollld it be? 

A. Yea. Sprint urges the Commission to allow the LECs density zone 

pricins for switched access services. including switched transpon. The 

COlt of providing access is largely determined by end office demand 

density, and associated cost differences should be reflected in access prices. 

Density zone pricing gives the LECs an opponunity to tailor rates more 

closely to underlying costs regardless uf whether a competitive access 

provider ("CAP") or another entity hils interconnected with the LEC. 

Although density-based pricing should facilitate lair competition between 

the LECs and CAPs. once CAP entry has uccum ·d. it is even more 
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importlnt that the LECs' access prices currently reflect their underlying 

COIU 10 that interconnectors can determine whether entry would even be 

ec:onomic. Allowing the LECs to price access by density zones will send 

the riaht economic signals and should facilitate sound entry decisions . 

Q. Hew II local tnasport structured and prkftl today! 

A Tbe current prieina S1ructure for local transpon in Florida is known as 

• •Equal Charge per Unit of Traffic" structure. More specifically, LECs 

in Florida cbarse access customers the same per minute of use rate to 

tr1D1p01t tnftic between the LEC end office and the access customer's 

premiles. 

Q. $..... die C .. •iuion aaodify its pritin1 and rate IIFUCIUft 

npnlllla awlk•ed traasporl service! 

A. A ratructure of switched transpon should be pursued only if switched 

interconnection is adopted. The rate structure proposed by Southern Bell, 

GTE llld United/Centel is the same structure aciiJpted by the FCC in 

Docket 91-213, In the Matter of Transport Rate Structure and Pricina. 

This DeW federal struaure allows the LEC to price dedicated transpon 

ficilities on a flat-rated basis which is how a CAP prices its transport 

&cilitiel. Without flat-rated transport. the LEC would be disadvantaged 

vit-i-vis the CAP. However. without switched interconnection the LEC 

will not flee any effective competition for its switched transport services. 

Indeed, there would be no need to restructure the pricing for switched 

triDipOit ..w:es. 
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Q. II tile Co•miuioa ~h•n1n its polky o• thr prkiaa and n~tr 

llnlmlre olswitdaed ...... port seniu. wbkll or tbt folowiaa lllotdd 

die MW policy bt based on: a) Thr iatn~~tatr prkiaa aad n~tr 

ltnldllre of local t,.nsport should mirror •ach l.t:C's iatentatr filiaa. 

relpldhtely. b) The iatra1tatr priciaa and rate 1tn1dare ollocal 

tru1port sllotllcl bt drtrnaiatd by ~onaprtitivr ~oaditioas ia the 

trulport •arket. ~) The ; .......... prifinl and ..... ltftl~lllft or local 

......,.... tiiMicl ftflect thr underlyin1 ~oat based stna~ture. d) De 

•tnllate priciaa and ,.., structurt of local transport should reflect 

edaer..tllodl. 

A. The Commission should adopt the federal rate structure for switched 

transport. Apin, the federal structure allows the LEC to price dedi-:ated 

transport facilities on a flat-rated basis which is appropriate with switched 

interconnection. However, the rate levels for transport facilities should 

clotely reflect the underlying costs of the service. i.e., cost-based rates. 

SpecificaJJy, the rates for direct trunked transport services should be cost­

baed. resulting in a price relationship for DS I and DS3 direct trunked 

transport which is the same as the cost relationship between the two 

ICMces. 

Q. Wllat are Sprint'• reconamrndations with .-..•ret to thr 

appropriate dired trunked transport prict rtlationships to be 

incorporated iato Florida swit~hed transport charg•s! 

A. Sprint recommends that direct trunked transport rares reflect a 

DS3:DSI price relationship of22: I . 

6 
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Q. W .. t c•rrnt uadertyin1 LEC switched interotra tnasport 

Mtw_. a1t cbncteristia support Sprint's dirftt a ... aw tnasport 

prlee nlatiHIIIip rec .. •eadatioa! 

A. Sprint believes that a DS3:DSI direct trunked transpon price 

relllioNWp of22: 1, more closely reflects the current fiber optic technology 

IDd the sbarecl use nature of its interoffice transmission network. The 

LECa network used to provide local transport service is utilized to provide 

tnftic for all carrien, including the LEC's intraLA T A toll and, in many 

cues. local..vic:e. Any individual customer's usage represents a smaJI 

fbction of the total traffic riding the transport facilities at any point in time. 

LEC trlnlllliaion facilities are typically run at DS3 levels or higher so that 

very low uait costs c:an be achieved Because these low unit costs are 

eaential1y a fimdion of total traffic, all users of the network should share 

in the economies derived from the total usage. In fact, a DS I direct 

truaked tnnaport CUJtomcr is purchasing I of the 28 available timeslots on 

a particular DS3 system. The OS I is provisioned over the same optronics 

and fiber optic cable as the remaining timcslots on the DS3. Given that a 

DSI is simply one timeslot on a DSJ interoffice transmission systen1 

uti1izina common optronics and fiber cable, it would seem reasonable that 

the COlt ofprovidina DSI direct trunked transport would be l/28th of the 

DS3 direcl trunked transport cost, if the DS3 system was being utilized at 

fuD capldty. However, Sprint realizes that the LECs normally do not 

operate their DS3 transmission systems at 1000/o capacity, but rather an 

averap of 7~.4. Using a 79'.4 average DSJ capacity utilization rate would 

7 
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yield a DSI COlt dill would be 1/22nd of the DS3 cost (7~/e times 28). 

Uliaa tbia 22:1 DS3:DS1 cost relationship, the appropriate price 

relatiaalbip lhould abo be 22: 1. By requiring the I.ECs to reduce its 

iaUulate DSI direct trunked transport rates to be used in Aorida to 

achieve Sprint's recommended 22: I DSJ :OS I price relationship, the 

COftlllliaion wiD come nearer to establishing rates which are more cost­

baed and which promote competition by avoiding volume based discounts. 

OW. dill all L£Cs failed to make any cost showing to justit)r their existing 

interstate DS3:DS1 direct trunked transport price relationships at the 

fedenl level, it is appropriate for Florida to adopt Sprint's 

recommendation, un1eu the LEC can make the proper cost showing to 

judy 10111e other price relationship. It should also be noted, that Sprint 

filed for recoasideration ofthis issue in FCC Docket 91-213. The FCC has 

yet to rule on Sprint's Petition. 

Q. w•J does Sprillt recommend low~ring th~ DSI dirHI arunked 

tnu11port rate to achieve the 22: I DS3: OS I rate relationship! 

A. When the industry speaks of increased competition for LEC access 

services, it is primarily speaking of competition for DSJ level service. In 

the near term, CAPs are looking to provide DS3 service to its customers. 

Ia &ct. tboush Sprint UJCS CAP provided transport services on a very 

limited buis, Jooele is at the DSJ level. Sprint supports nwket-based 

pricina by the LECs for the increasingly competitive DS3 level service. 

However, because IXCs that purchase OS I level service, primarily the 

smaller IXC1, remain a "captive customer" without viable alternatives, they 
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should not be burdened with prius for OS I level service that recover more 

common COltS dian prices for DSl level service. 

While IXC1 sbould be willing to pay for higher access costs which they 

themlehel impole upon the LEC. IXCs should not pay a higher transport 

price limply on the basis of their volumes of traffic. This is particularly 

~ Iince most JXCs did not grow their marketshare under 1 

monopoly structure. The carrier which does have an entrenched 

marketlbare should not receive pricing for access which is more favorable, 

and wbic:h is available u a result of a market share obtained while operating 

u 1 monopolist. DSI special access rates largely reflec·.~·~e higher cost of 

copper tecbnoloay that was in use at the time OS I service was first 

offered, whereas the DS3 rates reflect the far lower unit costs of current 

fiber ~ technology. In Southern Bell's original tiling to restructure 

switched tnnaport in Florida. it was revealed that 91.8925%1 of its 

interoffice network consists of fiber technology. Thus, it is clear that the 

use of the existing interstate or intrastate OS I special access rates do not 

adequately take into account the extensive fiber deployment that has taken 

place and will continue to take place in the ncar term 

It lhould be noted that lECs will adjust the interconnection charge to 

recover the decreased facility revenue resulting from reduced OS I direct 

trunked tnnspon rates. 

1 Soulbcm Bell Propoeed Tlrift"Filingto Restructure Local Transport in Florida. Workpapcr FL.LTR· 
H, Line 3. Scpecmbcr. 1993. 

') 
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Q. ., ............ I ... DSl:DSI prk~ rdJitioullip. ..... 

a.pllct..._ dell..._ bYe H tile LEC's interomn transport Htwork 

................. CGit eflkincy! 

A By .......... a DSl:DSI price relationship below 22: I, the LEC is 

eac:ounaial acceu CUitOmers to purchase DSJ service at a point when 

that c:ultomer wiU only be utilizing a fraction of the available capacity of 

tbe DSl. This ultimltely leadJ to undcrutilization of the LEC's interoffice 

DSla. accelerated interoffice route facility exhaust requiring investment in 

additional capacity, and higher overaJI costs in the provision of interoffice 

tnn1p01t ..vice. It should be noted that one of the FCC's local transport 

restructure policy aoals in docket 91-21 3 was to encourage more efficient 

use ofLEC tr1n1port &cilities by requiring LECs to price access services 

in a ._ •• that bat reflects the way costs are incurred Sprint believes 

that IUCh a policy goal is appropriate for the Florida Commission to adopt. 

An extremely low DSl:DSI price relationship encourages access 

CUitOmel'l to act in a manner that runs counter to the FCC stated policy 

aoaJ.. leedina to inefficient use of the interoffice transport network assets, 

which is not in the public interest. 

Q. II Spriat's ......,...tioa with regard to thr DS3:DSI dirKt 

tnltked tn11port prke relationship is adoptrd, what should happen 

te die Lr.C'a correapotdi8Jtatdem switthed 1ransport rates! 

A If Sprint's recommendation with regard to the DSJ DS I direct trunked 

tr1n1port price relationlhip is adopted, then corresponding tandem 

switcbed tr1n1port l'ltel should be recalculated to reOect the cost-based 

10 
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DS3 IDd DS I prices. Again, this revision would appropriately reflect the 

underlyina costs of the LEC's shared use network. 

Q. Are dlere a•y co•ponrab of the LEC swit~htd tl'llnlpot1Htwork 

.... are Ht ... ncl by al ~•rrien! 

A Yes. The entrance fac:ility is generally provisioned by the LEC for the 

excluliw UIC of a lingle access customer and as such, that access customer 

lhould be willins to pay any extra costs imposed upon the LEC for the 

provision of these facilities. Without detailed cost studies of entrance 

facilities. it is unclear as to the appropriateness of the rates filed by the 

LECs. Currently. Sprint has no objections to the entrance facility rates as 

filed. 

Q. Are dlere ••Y additional ~hangn that should be made to the 

LEC's pnpDMCiswitrhed t111n1port ratt' filings? 

A Once appropriate direct trunked transport rates and tandem switched 

tr1n1p0rt rates are developed as descrihcd previously, the LECs should 

recalculate the projected facility based revenue This result should be 

IUbtncted &om the current local transport revenue to determine the 

revenue to be recovered from the interconnection charge This will allow 

the LEC to remain revenue neutral. 

Q. W..W y• please summarize your testimony! 

A Yes. Sprint believes it is in the public interest for the Florida 

Commiuion to allow competition in the switdled 11 nnspnrt market The 

I I 
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opportunities rauJtina from competition appear to be many while the risk 

to the LEC revenue bue appears low Sprint proposes adoption of the 

fedenl policies and price levels. With the implementation of switched 

iata'c:onnectio Sprint recommends that the PSC allow the proposed 

ratructure of local transport charges with the provision that all LECs 

ldopt a COit-bued DSJ :DS I direct trunked transpon price relationship. 

Q • .,.. .... CMCI_. y•r latimony! 

A Yes. it does. 

12 
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1 

2 

3 

4 

Q (By Ms. Bryant) Mr. Rock, have you prepared a 

suaaary of your testimony? 

A Yes. 

Q Would you please give it at this time? 

5 A Good morning. The Florida PSC has the 

6 opportunity to foster competition for intrastate switched 

7 transport services. Without a rule for intrastate --

8 without a rule for intrastate pricing similar to that 

9 .. tabl18hed by the FCC, and it's Docket 91141, the Florida 

10 aarket could potentially fall behind other jurisdictions 

11 vbicb have adopted the FCC's policies. 

12 coapetition into the switched transport aarket 

13 contains aany benefits, and Sprint maintains that these 

14 benefits to the industry and to end users far outweigh the 

15 potential costs. To initially minimize these costs of a 

16 ca.petitive access environment, provide for a level 

17 playing field, LECs should have the opportunity to 

18 restructure the way local transport service is offered in 

19 Florida, siailar to the local transport structure adopted 

20 by the FCC in 91213. However, this Commission must assure 

21 itself that the rates established for unbundled switched 

22 transport are fair to all customers that purchase access, 

23 and to provide end user telecommunications services. 

24 If the local exchange carriers attempt to place 

25 the burden of co .. on cost recovery on access customers 
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1 vitb no or ainiaal access alternatives due to their size, 

2 in excess of coaaon cost recovery from access customers 

3 vitb aany alternatives, the benefits of the current level 

" of ca.petition in the interexchange market could be 

5 9r-tly jeopardized. Absent any cost support at the ti .. 

' of the LBC'a filing, Sprint developed an appropriate 

7 standard by which to compare the LEC proposed rates to the 

8 theoretical underlying costs of providing unbundled 

9 transport Hrvices. Specifically, the LEC interoffice 

10 tranaaiaaion facilities share the same interoffice 

11 facilities. To reflect this shared LEC network, Sprint 

12 proposed the DS3/DS1 price relationship at a level of 

13 22•to•l. Sprint proposes this relationship be 

14 acco.pliabed by lowering DSl facility rates contrary to 

15 Southern Bell'• atateaent that access customers want 

16 facility rates increased. To the degree that any actual 

17 coat inforaation is available, it should be used in place 

18 of this standard to establish the appropriate rate 

19 relationship. 

20 s ... caution is warranted in relation to 

21 increasing the level of pricing flexibility for LEC 

22 avitcbed ace••• services. Any proposals for LEC pricing 

23 flexibility aust be based only on the differences and the 

24 underlying costs of providing the service . 

25 This standard is in no way attempting to force 
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1 LBC. to price aervices non-competitively, but purely to 

2 enaure non-diacriainatory recovery of common coata. 

3 Aqain, one group of IXCs should not be required to 

4 contribute .ore to the recovery of the LEC common 'coata, 

5 than another group of IXCs, which would be the result• ot 

6 .oat volu.e diacounta and customer serving arrangements. 

7 The beat and aoat equitable opportunity tor LECa to •eet 

8 co.petitive pricing requirements is density zone pricing. 

9 That conclude• ay a\UIIJDAry. 

10 MS. BRYANT: Thank you, Mr. Rock. Mr. Chairaan, 

11 Kr. Rock ia now available for cross examination. 

12 CHAIRMAN DEASON: Ms. Peed? 

13 MS. PEED: Thank you, Mr. Chairman. 

14 CROSS EXAMINATION 

15 BY MS. PEED: 

16 Q Thank good morning, Mr . Rock. 

17 A Good aorning. 

11 Q 1 ~•r•\tn~ t~~ ~~"r ~·~,\~~"¥· ~ntt ~~~ '~' 

l' \'\\«~\\~ ~~llt:l' 

~ l\\\.t: 'l \\\\\: ~\:~ 

22 pricing acceaa aervices. 

23 

24 

25 

Q 

A 

Q 

Doea that include all of the BellSouth states? 

Yea, it does. 

And does Sprint provide interexchange services 
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in all of the BellSouth states? 

A Yea, they do. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

Q And do they purchase access service• in all of 

the BellSoutb states from BellSouth? 

10 

A Yea, they do. 

Q And were you aware that BellSouth has filed the 

.... intraatate local transport tariffs in all of the 

BellSouth atatea? 

A Certainly. 

Q And are you aware that those tariffa are 

11 identical to the one that was filed here, with the 

12 exception of the interconnection charge? 

13 A Ye•, I aa. I think it's correct that they are 

14 identical for the facility rates. I believe that'• true. 

15 Q Okay. Is it true that Sprint has not 

16 participated in any of the other state proceedings 

17 regarding thia aatter? 

11 A Well, Sprint has certainly been involved in 

19 di•cuaaion• with Southern Bell, BellSouth corporate policy 

20 aakera, trying to deteraine why BellSouth is interested in 

21 offering aervicea in a potentially discriminatory aanner. 

22 The fact ia Sprint has limited resources. We have 

23 targeted certain atatea throughout the country, not juat 

24 in BellSouth'a territory, and Florida is obviously one of 

25 our key •tatea. And ao we've concentrated our effort• 



• 

• 

• 

665 

1 bare in Florida. 

2 

3 

4 

5 

6 

7 

I 

' 

Q So you have not filed testimony or advocated the 

22-to-1 ratio in any of the other BellSouth 5tatea? 

A We have to BellSouth and to the other local 

exchange carrier• within those states, but not in front of 

the ca.aiaaiona, no. 

Q On Page 3 of your testimony at Linea 16 through 

19, you atate bere that switched interconnection reaulta 

in a new revenue aource for the local exchange company. 

10 Do you ••• that part of your testimony? 

11 A Ye8. 

12 Q I•n't it true that those revenues will be offaet 

13 by the co•t• •••ociated with offerinq switched 

14 interconnection •ervice? 

15 A Well, I have no ability to know how much 

16 contribution i• built into the rates that have been filed 

17 at the Pee. I do know that the rates that were filed for 

18 interconnection at the federal level were quite hiqh and 

19 thi• ha• baaically been a barrier to much entry into that 

20 Hrvice. 

21 Q But ian't it true that there will be costs 

22 aaaociated with the offerinq of switched interconnection? 

23 A certainly. 

24 Q Nov, thia 22-to-1 ratio that you have 

25 reco ... nded for the DSl to DSJ service, this 79t fiqure 
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1 tbat you use ln your testimony, is that your atteapt to 

2 a~ate for the fill factor? 

Exactly. 3 

4 

A 

Q Doea your 22-to-1 ratio take into account that 

5 for a DS1 interoffice service there will have to be aoae 

6 aultlplexlng coata? 

7 Tba aaauaptions made were that DSJ and DSl are 

8 provided over the aame facilities , and that any addition 

9 to aultlplexlng that is required for DSl, as oppoaed to 

10 DS3, ia a by-product of the LEC's decision to use a DSJ 

11 bi9bly efficient network . In actuality, if you purchaae 

12 the DSl aervica, it actually travels at DSJ apeeda within 

13 the interoffice network. And the LEC's deciaion to uae a 

14 083 network create• that need for the additional 

15 aultiplexer to get traffic down to a DSl speed. 

16 It'• not clear to me whether or not that 

17 additional aultiplexer ia a common cost to the total 

18 network, to the total interoffice network, or if it ia 

19 •pacifically deaignated -- or should be designated to a 

20 DS1. I didn't attempt to make that decision. The basis 

21 for the 22-to-1 waa a completely shared network, and baaed 

22 on the difference• in capacity of DS3 and DSl service, I 

23 caaa up with the 28-to-1, and then utilizing the fill 

24 factor, c- up with the 22-to-1. 

25 Q so ia it your testimony here today that your 
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1 22-to-1 ratio aay be inaccurate because you didn't 

2 conaider .ultiplexing? 

3 A No, that i• not •Y testimony. I a• •aying that 

4 nobody ba• pre .. nted information to me that aay• that thi• 

5 Dll .ultiplex -- DS3/DS1 •ultiplexer should be or ahould 

6 not be. 

7 Q Did Sprint file any interrogatories or reque•t• 

8 for production of docu.ent• to ask those types of 

9 que•tion• of BellSoutb? 

10 A •o, we did not. 

11 Q I• it your teatimony here today that if there i• 

12 a co•t of .ultiplexing in providing DSl -- DSl aervice, 

13 that Southern Bell ought to bear the cost of that the coat 

14 of tbat? 

15 A I think any co•t• that are related to DSl 

16 •pecifically, or DS3, •hould be included in the co•t 

17 •tudy, or abould be included in a relationship that i• 

18 developed. I think that the most accurate way of getting 

19 tbi• -- it'• not ay 22-to-1 ratio or any other propo•al 

20 that aay have been aade in •ome other state, or at the 

21 POC, but the beat way to get the information is to 

22 actually produce tbe coat •tudies, produce the coat •tudy 

23 for DS3 direct-trunked transport and DSl direct-trunked 

24 tranaport and let the information speak for itself. I 

25 have only atteapted here to make a proposal to attempt to 
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1 apeed tbia thing alonq. If the information is now 

2 available, that'• the beat we can work with. 

3 Q So la it your testimony here today that your 

4 reca..andation of a 22-to-1 ratio for OSJ-to-DSl ahould 

5 not be adopted by this Commission? 

6 A Certainly if there is accurate inforaation, that 

7 abould be uaed over and above my proposal . The 

8 infor.ation that I think is out there is confidential. X 

9 haven't bad tbe opportunity to review it. so I can't tell 

10 for ., .. lf whether -- how accurate I believe it is. But 

11 if it ia, that ia what should be used. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q Is it your testimony that if in fact this coat 

infor.ation abowa that multiplexing is necessary to offer 

a DS1 aervice, that it ought to be included? 

A Certainly. Hopefully BellSouth and the other 

LECa would provide accurate cost studies which would 

reflect the appropriate functions and facilities that are 

used to provide the service. If there is additional 

aultiplexing, it should be included. 

Q And is it your testimony that the fill factor 

in the caae of your testimony you used a 79\ -- is also an 

22 iaportant coaponent in the cost of providing DSl or OSJ 

23 aervice? 

24 A Again, I think your accurate cost study is qoinq 

25 to reflect that aort of information. I do know that, 
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1 baving been involved in a proceeding in another state, 

2 that we have been quite conservative toward the side of 

3 the local exchange carriers with that 79t. In fact, in 

4 Texas, if I aay, GTE filed that their utilization vas 9St, 

5 an4 southwestern Bell, whether it's relevant or not, said 

6 tbat their interoffice network was completely utilized, 

7 becau.e the interoffice network not only supplies the 

8 aediua for local transport for access services, but it's 

9 alao the .adiua used for transporting intraLATA toll, and 

10 in aoae casea local exchange service. so utilization ia 

11 probably .ucb higher than 79t, given the evidence that 

12 

13 

I've seen in other states. 

Q But it is your testimony that utilization, or 

14 the level of utilization, is something that ought to be 

15 conaidered? 

16 A I believe so, yes. 

17 Q Nov, on Page 8 of your testimony at Line 21, you 

18 state tbat, •sprint uses CAP provided transport services 

19 on a very liaited basis, lOOt is at the DSJ level.• Is 

20 that correct? 

21 

22 

23 

24 

A Yes. Specifically what I am talking about here 

is -- would you like to know what I'm talking about here? 

Q Of course. 

A Talking about special access . In all areas of 

25 the country except for -- I believe it's New York where 
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1 expanded interconnection was allowed two to three year• 

2 ago, and that'• what we're talking about there, that we 

3 u.ed CAP8 for expanded -- for transporting servicea, in 

4 •ev York for .witched access, and a few other place• for 

5 apecial ace••• type aervices . 

6 Q I• thia particular example that you have 

7 included in your testiaony, is this service that'• being 

8 provided to you in Florida? 

9 A I'a not aware of any use of CAPs, certainly not 

10 for awitcbed ace•••· There may be some special ace••• 

11 type arrang ... nta in Florida, but I am not familiar 

12 apecifically with Florida • 

13 Q And those special access arrangements woul4 be 

14 going froa a large end user to Sprint's point of preaence, 

15 or how would that be utilized? 

16 A If there were some, that's the only arrang ... nt 

17 that I'a aware of today that -- prior to special accesa 

18 interconnection, that would have been the only arrangeaent 

19 that would have been allowed, if it was interstate type 

20 aervices. I juat can't answer for sure. 

21 Q I a that kind of arrangement a substitute for the 

22 proviaion of awitched access from the local exchange 

23 coapany? 

24 A Probably not, because the end user custoaer baa 

25 already -- has probably already made the decision to use 
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1 -- at one ti .. , to uae LEC provided special acceaa 

2 becauae LEC provided apecial access on a per unit ba•i• ia 

incredibly cheaper than using the switched network. 3 

4 Q Prior to CAPa coming into the market, how would 

5 that bave been provided to Sprint, this arrange•ent, how 

6 would it bave been provided to Sprint? 

7 A The •pecial access connection would ha~e been 

8 provided by the local exchange company. 

9 Q How, on Page 10 of your testimony you apeak to 

10 one of the goala of the FCC in its local transport 

11 r .. tructure docket waa to encourage more effici~nt u•e of 

12 the LBC tranaport facilities. Do you see that, atarting 

13 on Line 10 of your teatimony? 

14 A Yea, I do. 

15 Q Okay. And it ia true that one of the qoala of 

16 the FCC in ita local transport restructure docket waa to 

17 encourage aore efficient use of LEC transport facilitiea; 

18 ia that correct? 

19 A That'• correct. 

20 Q How, you aay that a low DS3-to-DS1 price 

21 relationahip encourage• inefficient use; is that correct? 

22 A Y ... 

23 Q How ian't it true that the FCC deterained that 

24 if the local exchange companies had a DSJ-to-DSl 

25 relationship of greater than 9.6-to-1, that their ratea 
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1 were preauaed to be reasonable? 

2 A Yea, tbat'a correct . 

3 Q And ian't it true that BellSouth propoaed a 

4 ratio tbat vaa higher than 9.6-to-1: in fact, isn't it 

5 15-to-1? 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

A 

Q 

In the interstate or intrastate? 

Well, ve airrored the rates. 

A The anawer ia yes. 

Q so if the FCC had a goal of promoting efficient 

uae of the local exchange network and found that 9.6-to-1 

ratio waa reaaonable, then how does a ratio -- do you 

conaider that to be a low ratio? 

A The 15-to-1? 

Q The 9.6-to-1. 

A Certainly. 

Q Well, how then did the FCC find that their goal 

of proaoting efficient use of the network was furthered by 

adopting aucb a ratio? 

A Well, I think probably the best way to respond 

20 to that ia I think that the conclusion that was reached by 

21 the FCC waa flawed, that if you take facilities which 

22 provide different capacities, or services that provide 

23 different capacitiea, and put those over the same 

24 facilitiea, tbe interoffice network, you -- they have a 

25 DS1 aervice which ia 1:28 of DSJ on a per unit of capacity 
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1 ba•i•. If it'• priced •o outside of -- so auch outaide of 

2 that ratio, you get into a situation where you're ordering 

3 DS1•, or you're ordering DSJa when you can't even fill 

4 half of that DS3. So the LEC has to reserve that full DSJ 

5 capacity for that interexchange carrier, but it'a only 

6 being utilized at a -- if you assume the 9.6 level, that'• 

7 of one-third of capacity. 

8 So that'• the inefficiency that I'm talking about. 

9 Q But it ia true that BellSouth's ratio ia -- far 

10 exceeda the t.6 and ia actually 15-to-1? 

11 A Tbat'• correct. So you're looking at a 

12 croa•over that juat barely fills half of that DSJ 

13 capacity. 

14 Q And it'• your recommendation before thia 

15 ca.aiaaion that it be 22-to-1? 

16 A Tbat'a correct. 

17 Q But you've testified here today that that aay 

18 not be accurate becauae you haven't included any 

19 aultiplexing coat•? 

20 A And I think it'a clear that my proposal ia an 

21 eatiaate of tbe LEC network and that actual& should be 

22 u•ed, if aade available. 

23 liS. PBBD: That's all I have. 

24 KR. PONS: I have no questions . 

25 CHAIRMAN DEASON: Questions? 
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MS. CASWELL: I do have some questiona. 

CROSS EXAMINATION 

BY MS. CASWELL: 

Q Good aoming, Mr. Rock. My name ia JCia 

C.8well. I'a vitb GTE. Has Sprint engagea"in any 

activity to reconfigure its network in response to the 

intraatate transport reatructure? 

A Yea, we have. 

Q And doea Sprint intend to continue thia 

activity? 

A Y... At Sprint we see it as an ongoing need. 

Bven prior to tbe adoption of local transport, we have 

13 been grooaing and trying to make our network aore 

14 efficient. 

15 Q And would Sprint generally support LEC action• 

16 that would reduce your access costs? 

17 A Yea. 

18 Q And the RIC would be part of those ace••• coats, 

19 wouldn't it, under the proposed local transport 

20 reatructure? 

21 A Yea. 

22 Q And if GTE'• use of reconfigured demand to aet 

23 tranaport ratea produced a lower RIC than would use of 

24 exiating d ... nd, would you then support GTE'• use of 

25 reconfigured d ... nd? 
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1 

2 

3 

A I take it this is a hypothetical that -- I don't 

under•tand bow recontiquration could create aore 

taciliti .. revenue to lower your RIC. 

4 Q Were you here during the examination of AT5T'a 

5 11r. Guedel? 

6 A Mo, I vas not. 

7 Q Okay. If GTE'• use of reconfigured demand would 

8 in tact produce a relatively lower RIC, would you support 

9 that uae ot reconfigured demand? 

10 A Aasuaing that all the facility rates are 

11 appropriate, vbich in GTE's case, I don't agree that they 

12 are, but it they were, I don't oppose that, I wouldn't 

13 oppose that. 

14 Q Would you characterize Sprint as a medium-sized 

15 IXC? 

16 A Well, given what happened a couple of days ago, 

17 I'a not sure where we stand now. Within the definitions 

18 provided, or within the analysis created by the FCC, for 

19 the PCC, our designation was as a medium-sized IXC. 

20 CHAIRMAN DEASON: What happened a couple days 

21 ago? 

22 WITNESS ROCK: The WilTel LDDS. 

23 CHAIRMAN DEASON: Oh. It didn't involve Sprint, 

24 it's just one ot your other IXC 

25 WITNESS ROCK: Right, they became a bigger 
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player. 

Q (By Ka. caawell) GTE in this proceeding haa 

aubaitted data ahovinq that its local transport 

r .. tructure propoaal will reduce medium to small IXC'a 

coata. Are you faailiar with that evaluation? 

A I'• aorry, I completely missed it. 

Q CTB aubaitted data in this proceeding that ahows 

8 ita proposed local transport structure will reduce •ediua 

9 and ... 11 IXC'a coata. Are you familiar with that 

10 evaluation? 

11 A Well, I did aee that, and I saw some numbera. 

12 And in ay view, there is no theoretical -- there 

13 ia no way that that can be theoretically supportive. I 

14 don't know bow GTB ca•e up with that information. And the 

15 

16 

17 

18 

baaia of local tranaport restructure, the way facility 

ratea are produced and are applied, I don't underatand how 

that reault would coae about. 

Q But aaauaing the data are reliable and your 

19 coata would 90 down under GTE's local transport 

20 reatructure, would you support the restructure? I'• not 

21 

22 

23 

24 

25 

aaking you to aaauae they are reliable, but asauming that 

they are. 

A 

Q 

Well, I think -­

Hypothetically. 

A Well, I think the use -- when it co••• to the 
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1 facility rataa within local transport and its restructure, 

2 I don't think you can really look at, you know, iapacta. 

3 Again, I'll aay that theoretically there is no way that a 

4 ... 11 -- let .. clarify. There's no way that the 

5 avarava/ ... 11 and ... 11 to aedium;large-sized IXC can 

6 experience a reduction in costs unless -- well especially 

7 in Florida vbera there'• no distance sensitivity to the 

8 currant local transport rate. so -- could you help me 

t with your quaation again? 

10 Q I 9U••• ay only question is, again, if your 

11 costa vent down as a result of local transport 

12 reatructura, would you support it? 

13 A Well, okay, I'll go back to the rates. I can't 

14 out and out aay that I would because it's really the 

15 underlying rates that are at issue, and the impact of one 

16 versus another, and the ability to prove that, I think, is 

17 a vary liaitad, on our -- for us, internally, as well as 

18 the LECa within their systems, to be able to really show 

1t wbat the iapact ia. 
_,-

20 CHAIRMAN DEASON: Would it be fair to say that 

21 you don't oppose your rates going down, but you don't want 

22 your co.petitora going down more tban yours go down? 

23 WITNESS ROCK: I think 

24 CHAIRMAN DEASON: Is that too simplistic? 

25 That's what I hear you saying. 
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1 WITNESS ROCK: I think it is. It's fair to say 

2 that -- or -r position is if there is a coat basis for a 

3 lover rate for one IXC or one customer versus another, 

4 that I don't have a problem with that. I don't like it. 

5 I would like to be in that position myself. But what I do 

6 oppose ia the additional contributions to co .. on costa 

7 being put on the smaller carrier, or the carrier without 

8 an alternative, essentially the captive customer. 

9 Q (By Ma. Caswell) I think we've qotten a little 

10 bit away froa ay oriqinal question, and I think it'• very 

11 aiaple: Would you like your access costs to qo up or 

12 down? 

13 A DoWn. 

14 Q Mr. Rock, at Paqe 9, Lines 21 to 23 of your 

15 direct teatiaony, you state that the "LF~s will adjust the 

16 interconnection charqe to recover the decreased facility 

17 revenue reaultinq fro• reduced DSl direct trunked 

18 transport rates• that would occur under Sprint's 

19 proposal. What this aeans is that the RIC would increase 

20 under sprint's proposal, wouldn't it? 

21 A Theoretically, yes. 

22 Q We've heard substantial testimony in the past 

23 couple of days that indicates the RIC will qenerally be 

24 phased down and eventually eliminated. Would you aqree 

25 what that conclusion? 
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A Wall, I think that'• the feeling of a lot of 

people. I think it'a up to this commission though to aake 

that daciaion for Florida, and I don't see that really aa 

4 an iaaue tbat'a being debated here. It's not an iaaue for 

5 .. at thia point in ti... I think initially that there 

6 abould be revenue neutrality for the LEes. But I think 

7 like any la~• contribution aource within the pricing of 

8 accaaa .. rvicea, it abould be continually monitored, and 

9 not juat the axe, but the RIC is no different to me than 

10 the carrier ca.aon line charge or the aubsidiea, the 

11 exoeaa aubaidiea built into local switching or any of the 

12 other acoaaa aarvicea • 

13 Q So you don't have an opinion as to whether it 

14 ahould be pbaaad down or eliminated? 

15 A No, that'• -- I would like to see all ace••• 

16 rata• go down. 

17 Q Do you think it makes sense to increase an 

18 al ... nt that ia not coat baaed, assuming it will 

19 eventually be pbaaad out or eliminated? 

20 A Wall, the increase to the RIC would not be 

21 any.ora non-coat baaed than what's already there. What 

22 you're doing ia putting the additional contribution that 

23 tba propoaed ratea pull from DSl services and putting it 

24 into the RIC and putting it into an equally spread 

25 el .. ent, wheraaa if you're just receiving that 
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1 contribution from DSl customers, it'• the saall to aediua-

2 sized custo .. r that's going to pay that additional 

3 contribution. 

4 

5 

6 

7 

8 

9 

10 

11 

Q I think that may not have answered ay question. 

Let .. ask it a different way . You have a proposal for 

ao-called coat-based prices. Doesn't increasing a 

non-coat-baaed element, isn't that inconsistent with your 

.a-called coat-based pricing proposal? 

A No. What -- and I'll answer the question 

basically tbe aaae way, that the facility rates that you 

propose are not cost based . Your -- without any 

12 ay 22-to-1, or using something higher than that, or 

13 aoaatbing in the neighborhood of -- just use 22-to-1, the 

14 additional rate or the excess price that you have for your 

15 DS1 .. rvice today ia contribution in excess of what you're 

16 receivin; fro• your DSJ customer. You take that 

17 contribution out of your DSl rate and you put it into your 

18 residual interconnection charge. You're just shifting the 

19 aubaidy to be recovered on an equal basis and you're 

20 aaking your facility rates cost based. 

21 Q Do you believe that GTE ' s rates cover their 

22 incr ... ntal costa? 

23 A I have no proof that they do or don't. 

24 Q Do you know if there's been any allegation in 

25 tbis proceeding tbat their rates don't cover their costa? 
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1 Ia that an iaaue? 

2 A I don't believe that's at issue here. 

3 Q Mr. Rock, although the DSJ-to-DS1 rate ratio• 

4 you derive are aoaewhat different than thoae that 

5 Mr. Gillan baa advocated, your local transport reatructure 

6 pricing propoaal and Mr. Gillan's are conceptually the 

7 _, are they not? 

8 A Well, I'll agree with the last part, that we 

9 believe in the aaae cost-based approach. I took the atep 

10 to otter up a propoaal. He seems to have taken a atep to 

11 really di9 in and go after the actual cost inforaation. 

12 Q Ri9bt, and you've said that if we got the actual 

13 co•t intoraation we can use that. So essentially you 

14 would aupport Kr. Gillan's proposal? 

15 

16 

A 

Q 

Aaauaing I agree with his methodology. 

And that's the same proposal that Sprint and 

17 Ca.Tel aade at the FCC, isn't it? 

18 

19 

A 

Q 

I'a aorry. 

That'• the aame proposal that Sprint and CoaTel 

20 aade at the POC, ian't it? 

21 

22 

A 

Q 

Wbicb propoaal? 

Tbe DS3-baaed pricing proposal that you've 

23 advanced here. 

24 

25 

A 

Q 

Yea, I think theoretically it is. 

And that waa rejected by the FCC: wasn't it? 
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1 

2 

A I would say that in the first round, the FCC 

aade the decision. The FCC didn't -- doesn't really have 

3 the avenue to go and get cost studies and aake aure that 

4 rates are coat based and that there ia •ore or · leaa 

5 contribution being recovered from one service or another. 

6 Q Are you claiming that the FCC doesn't have the 

7 authority to conduct a cost investigation of LEC'a rates? 

8 MS. BRYANT: Mr. Chairman, I'• going to object 

9 to tbat qgeation. I don't believe the witneaa stated that 

10 the PCC did not have the authority. 

11 MS. CASWELL: He said that the FCC 

12 CHAIRMAN DEASON: I'm going to cut through 

13 thia. I'• going to allow the question. We'll just get it 

14 clarified exactly what he did mean. 

15 WITNESS ROCK: I am saying that the FCC does not 

16 have tbe avenue to really go out and get the information: 

17 and given all the circumstances, given the pressures on 

18 botb aidea, I think they decided to go forward with 

19 apecial ace••• rates as they existed in 1992. 

20 Q (By Ka. Caawell) Did you read the FCC's local 

21 transport order? 

22 A Yea, I did. 

23 Q So you would be aware, would you not, that the 

24 PCC stated tbat it could have conducted a cost 

25 inveatigation if it wanted to? 
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1 A Subject to check, I'll accept that. 

2 Q In your direct testimony at Page 8, Lin•• 22 to 

3 23, you •tate that Sprint supports aarket-ba•ed pricing 

4 for the increa•ingly competitive DSJ level ••rvice. Under 

5 your propoaal, though, wouldn't a LEC need to reduce all 

6 of its •witched transport prices even if it wanted to 

7 reduce only the OS3 price? 

1 A I didn't catch the question, the correlation of 

9 vbat you vere aaying. Please restate it. 

10 Q Wouldn't your proposal require the LEC to reduce 

11 all of it• .witched transport prices, DSl, tandem-switched 

12 tranaport, even if it only wished to reduce the DSJ price? 

13 A I think the assumption that I'• making here in 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

ay teatt.ony i• that the LECs have already priced their 

DS3 •ervice at •oae hypothetical market level. 

Q And you believe that level should continue 

foreveraore? Your proposal isn't an interim proposal, 

it'• a permanent proposal, isn't it? 

A I think froa an IXC perspective I'• being 

quite 9enerou• vith the statement I'm making here on DS3, 

and yet ve -- do ve •upport aarket-based pricing? No, we 

do not, not at thi• tiae. But what I am saying here i• go 

ahead and price your DSJ at what you think is the aarket 

24 level, but 90 back to the standard which says there •hould 

25 not be diacrtaination between one IXC and another in the 
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1 aaount of contribution on a per unit of capacity basis. 

2 Q Right, and consistent with your reco ... ndation, · 

3 if I reduce ay DS3 prices, I've got to reduce DS1 and 

4 tand .. switched prices as well: isn't that true? 

5 I'a saying you leave your DS3 where it is and 

6 lower your DS1, and the .impact on your tandea switched 

7 would be -- ahould be a decreose, and it would be a pretty 
,r· · 

8 ... 11 decrease because of the fiber -- the fiber/copper 

9 ratio that'• iaplemented into your -- is included in your 

10 tand .. -avitched rates. 

11 Q Maybe I'm not being clear here. 

12 CHAIRMAN DEASON: Mr . Rock, I'a going to ask you 

13 to listen very carefully to the question and if you can 

14 answer it yea or no, I'm going to ask you to give a yea or 

15 no answer, and if you need to explain it, do so, but you 

16 two are not coaaunicating, or at least I don't think you 

17 are. 

18 Q (By Ms. Caswell) Okay, under your pricing 

19 proposal, if I reduce my DSJ rate, do I need also to 

20 reduce ay DS1 and tandem-switched transport rates at the 

21 aaae ti .. and at the same level? 

22 A Yea . If you reduced your DS3 rate, but I aa not 

23 proposing that here. 

24 Q You're not proposing what, I'm sorry? 

25 A I'a not proposing that you reduce your DS3 rate. 
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1 Q Right, but your proposal wouldn't stop the LEC 

2 froa reducing its DSJ rate or its DSl or its transport 

3 rates1 is that true? 

4 A No. 

5 Q So is it fair to say that you support aarket-

6 based pricing for DSJ and non-market-based pricing for DS1 

7 and tand .. -.vitched transport? 

8 A I do not oppose -- I support DSJ, more 

9 specifically, a competitive service being considered for 

10 so .. sort of aarket pricing. 

11 Q And that competitive service would be the DSJ in 

12 this case? 

13 A In this case, I believe OSJ is really the only 

14 potentially coapetitive service that we ' re talking about. 

15 Q So you don't think DSl or tandem-switched 

16 transport will ever become competitive? 

17 A Not in the near future. 

18 Q So you would agree that you support •arket-based 

19 pricing for 083 but not for the lower capacity services? 

20 A Tbat's correct, because DSl and tandem-switched 

21 transport will be purchased by the captive customer, which 

22 doesn't have the alternatives, and it wouldn't be --

23 wouldn't be appropriate to allow the LEC to recover aore 

24 

25 

of tbo .. joint co .. on costs from that customer. 

Q Okay, and again, your proposal is a permanent 
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1 propo•all it'• not an interim proposal. I• that true? 

2 A The 22-to-1? 

3 Q Ye•, your DS3 based proposal. 

4 A It'• peraanent. 

5 Q Right, okay. So regardless of aarket condition• 

6 for lover capacity •ervice like DSl and tandea-awitched 

7 tranaport, the LEC would be forced to reduce tho•• if it 

I viabed to ... t coapetition in the DSJ market; ian't that 

t right? 

10 CHAIRMAN DEASON: Ms. caswell, I believe you've 

11 ••ked that question. 

12 Q (By ... Caswell) Do you think Sprint, or for 

13 that aatter, any IXC or AAV would ever freely engage in 

14 •uch acro••-the-board rate reductions independent of 

15 coapetitive condition•? 

16 

17 

A 

Q 

No. 

And don't you think requiring the LEC• to reduce 

18 price• for DS1• and tandem-switched transport at the saae 

19 level and at the •aae time as DSJs would discourage any 

20 price reduction. at all? 

21 A No. If the local exchange company really felt 

22 like they needed to adjust the rates to meet the aarket, I 

23 think they would find a way to do that, meet that need. 

24 Q Kr. Rock, I don't see anything in your te•tiaony 

25 about the •pacific effects of your proposal on the 
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1 ultiaate conauaer of lonq distance servicea. Ia that 

2 becauae that end uaer isn't likely to benefit froa your 

3 propoaal? 

4 MS. BRYANT: Mr. Chairman, I'm qoinq to object 

5 to that queation. I think Ms. Caswell ia qoinq beyond the 

6 acope of hia teatimony, and that is not an iaaue in thia 

7 docket. 

8 CHAIRMAN DEASON: You may respond to the 

9 objection. 

10 MS. CASWELL: I just want to establish that 

11 whether or not Mr. Rock believes that the consumer effect• 

12 of hia propoaal ia an issue in this docket or not • 

13 CHAIRMAN DEASON: I'll allow the que:tion. 

14 WITNESS ROCK: I think in the lonq term you're 

15 looking at a aituation where competition in the IXC 

16 buaineaa would be jeopardized and that in the lonq run the 

17 end uaer would be the loser. 

18 Q (By Ma. Caawell) And how would that occur, 

19 exactly? 

20 A As if -- not just with local transport, but with 

21 aa pricing flexibility is -- if it's u~lowed to qo in 

22 in a diacriainatory way, to where eventually the carrier 

23 with the aoat traffic is far and away the most -- the 

24 loweat coat provider, they'll be able to eventually 

25 theoretically tbey will be able to eventually force out 
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1 it• ca.petitor•, or the majority of its competitors, the 

2 end u•er is going to have fewer choices and we'll be back 

3 to vbere we were -- or close to where we were ten, 11 

4 y-n ago. 

5 Q So are you saying that solely as a result of the 

6 LBCa' proposed local transport restructure companies like 

7 Sprint will be forced out of business? 

8 A No. What I am saying is this mentality of going 

9 forward vitb this discriminatory pricing, not just tor 

10 local tranaport -- local transport will not drive aany 

11 buainea•e• out of the market. But if this type of pricing 

12 continues and these proposals keep coming up, eventually 

13 tbat will be the end result. 

14 Q Okay, but all we're talking about here is local 

15 tranaport; isn't that correct? 

16 A I think we're also setting a policy, not only 

17 for now but in the future, as to how prices are set for 

18 LBC services. 

19 Q Mr. Rock, won't the degree of consumer choice in 

20 a particular area remain a function of population density, 

21 custo .. r characteristics and the like? 

22 A That's probably true. 

23 Q And is it likely that Sprint will stop serving 

24 any areas it now serves, solely as a consequence of the 

25 LBCa' proposed local transport restructure? 
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A We would not. 

Q I believe you stated that you believe the 

trauport re•tructure rates proposed by the LEC• are 

di.criainatory 1 i• that true? 

A 

Q 

Tbey are potentially discriminatory. 

And are you aware that discrimination has a very 

7 •pacific ... ninq in common carrier law? 

8 Well, I quess I know the meaning for ae, which 

9 i• forcing one party to pay more for an identical •ervice 

10 than another party. 

11 Q Okay, but under the local transport re•tructure, 

12 won't parti .. be paying the same rates for DSl, among 

13 th ... elve•, for DSJ service, for DSl service, for 

14 tand .. -avitcbed tran•port service? In other words, no 

15 party i• going to be charged more or less under the tariff 

16 for DS3 •• another party would? 

17 Well, that'• correct. You have tariffs for DSl 

18 and DS3 •ervice. From an IXC perspective, DSl and DSJ is 

19 a aediua used to tran•port traffic, and they are not 

20 different •ervices. They provide the same -- get my 

21 traffic froa point A to point B, and it's all put over the 

22 •aae LEC interoffice network going at typically DSJ speeds 

23 anyway. so the only difference is the amount of traffic 

24 that I can put over that service. 

25 Q But they have traditionally been considered 
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1 different aervicea and been provided under different 

2 tariff• I ian't that true? 

3 A Aa ao .. witnesses have said, the market ia 

4 cbancJiDJ. The view ia changing. It's not changing fro• 

5 ay penpective, but from yours it may be. Transport ia 

6 tranaport. Whether I purchase a DSJ to get 672 voice 

7 9rade equivalence, whether I purchase a DSl to get 24 

8 voice 9rade equivalence, it doesn't matter. We're talking 

9 fraa our perapective, it's volume. 

10 Q can you give me a yes or no answer to ay 

11 queation of whether DSl, DSJ and tandem-switched tran•port 

12 have traditionally been considered different service• 

13 provided under different tariffs? Just a ye• or no 

14 anawer. 

15 A Within the •pecial access tariff, yes, they are 

16 different. 

17 Q So your discrimination argument is more of a 

18 policy arquaent rather than a legal argument: i• that fair 

19 to •ay? 

20 

21 

22 

23 have. 

24 

25 

A 

Q 

Certainly. 

Okay. 

MS. CASWELL: Thank you, Mr. Rock. That'• all I 

CHAIRMAN DEASON: Mr. Tye? 
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1 CROSS EXAMINATION 

2 BY IIR. TYE: 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Q Tbank you, Mr. Chairman. 

Mr. Rock, did I understand you to say in 

response to one of Ms. caswell's questions that you 

consider the DS3 to be competitive but not the DSl? 

A That i• Sprint's view of the competitive aarket. 

Q By •coapetitive market• you mean that the 

carriara have an alternative to the LEC tor obtaining a 

083 but not a DSl; is that correct? 

A What I aa saying is that no, that's not 

correct. Wbat I aa •aying is that the alternative 

13 provider• are looking for large volumes, aimilar to when 

14 the Bell syat .. fir•t started -- and I'm not a hi•torian, 

15 but where is Southern Bell located? Where ia southwe•tern 

16 Bell located? They're primarily in the major citiea. 

17 That's where they started, and that's the same approach 

18 that I think the alternative vendors are taking. It aeeaa 

19 rea•onable to ae that that's what they would do, going for 

20 volu.e. And 083 cuatomers provide the volume that they're 

21 looking for. 

22 Q Nov, let ae ask you this. Isn't it a fact that 

23 one can obtain a DSl from an AAV as easily as one can 

24 obtain a DS3? 

25 A I di•agree. 
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1 Q So it'a your testimony that AAVs will not be 

2 providing DS1 circuit• if a customer asks for thea? 

3 A I don't agree with that either. 

4 Q Ia it your testimony that Sprint, if it wanted 

5 to obtain a DS1 circuit from an AAV that was already 

6 providing service in a given location, could not obtain 

7 aucb a circuit? 

8 A That'• not correct. The key to your question 

9 right there waa where their --

10 Q Yea or no will do, Mr. Rock. 

11 CHAIRMAN DEASON: Well, I have instructed the 

12 witneaa to answer yes or no, but he does have the latitude 

13 to explain his answer, and I will give him that 

14 opportunity. 

15 WITNESS ROCK: What you have said, Mr. Tye, is 

16 where they are already providing service . And I think 

17 those locations are somewhat limited. Where we aay want 

18 DS1 level service, they may not be providing service 

19 today. They aay not have put in their facilities. They 

20 would not coae out and put in facilities for a DSl 

21 cuatoaer. 

22 Q (By Mr. Tye) But, in a location where an AAV is 

23 already active, you could probably obtain either a DSl or 

24 a DS31 is that correct? 

25 A That is probably correct. 
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1 Q Nov, Mr. Rock, does Sprint provide private line 

2 .. rvicea? 

3 A Yea. 

4 Q Doaa Sprint provide both Tl and T3 services? 

5 A Y•· 

6 Q And does Sprint charge different rates for those 

7 .. rvicaa? 

8 A Yea, I assume so. I'm not familiar with our 

9 rates. 

10 Q And in fact, doesn't Sprint charge -- or doesn't 

11 Sprint provide a T1 circuit at a higher margin than it 

12 provides a T3 circuit? 

13 A I don't know. 

14 Q Are you aware of the fact that Sprint on 

15 occasion quotes different rates to different customers for 

16 the .... type facility, based on the customer's usage? 

17 A Again, I'm not familiar with the way we price 

18 our services, how we offer it. I do know that we -- that 

19 the cuatoaer that we approach is the same customer that 

20 AT,T, KCI, LDDS and the rest of the IXC industry would 

21 like to go after, and so that customer has many, many 

22 choices. And the market truly does affect the prices that 

23 we char9e, or AT'T charges, or MCI charges. And that's 

24 not -- it's not the same as what we're dealing with here • 

25 KR. TYE: Mr. Chairman, the answers are getting 
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3 CHAIRMAH DEASON: Mr. Tye, this is a complex 

4 subject aatter. And I aa going to give the witness the 

5 opportunity to explain bia answers. I don't think h•'• 

6 deviating too far, and when he does, I'll instruct hia to 

7 do differently. 

8 Q (By Kr. Tye) Mr. Rock, is it your understanding 

9 tbat in the aarket that Sprint operates, customers orten 

10 get different prices baaed on the volume that they can 

11 

12 

13 

14 

l5 

provide to a carrier? 

MS. BRYANT: Mr. Chairman, I believe that 

queation baa been asked and answered. 

Q 

KR. TYB: I'll get more specific, Mr. Chairman. 

(By Kr. Tye) Mr. Rock, does Sprint provide a 

16 .. rvice to the federal government known as FTS 2000? 

17 A Yea. 

18 Q And FTS 2000 is composed of a number of 

19 different aervices, including Tls, Tls, Megacom type 

20 aervicea and ao .. switched services; is that correct? 

21 

22 

A 

Q 

I assuae so. 

And the general service -- and Sprint has in 

23 fact Sprint in fact provides that service on an 

24 intrastate baaia in Florida; isn't that correct? 

25 A I aaauae so. 
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1 Q And the rate• which the federal governaent 

2 enjoy• for tboae .. rvice• are different than the rate• 

3 tbat Sprint would charge other customers for the •a .. 

4 .. rvioea1 ia that correct? 

5 A I have no idea. I have no idea how we price our 

6 .. rvicea and what price• we offer it to one customer 

7 venua another. 

8 Q Mr. Rock, now you testify on Fage 6 ot your 

9 direct teatt.ony that the DSl/DSl price relationship ought 

10 to be 22-to-11 i• that correct? 

11 A That'• correct. 

12 Q And then over on Page 7 you say that that 

13 relationahip would be 28-to-1 but for the fact that 

14 there'• an additional cost with respect to the till 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

factorJ ia that correct? 

A That'• correct. 

Q Nov, •ir, the FCC recognizes that cost 

difference in deteraining prices for dedicated transport 

aervice•1 doean't it? 

A No. 

Q It'• your testimony that the FCC did not 

reco;ni&e any difference in the DSl/DSJ fill factor in 

deteraininq the price differences? 

A I don't know what -- I don't know what factor• 

25 the FCC u•ed in determining their crossover, their 
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1 .. tbodology of the 9.6 to determine their -- the 

2 rea.onablene•• at the federal level. 

3 Q The roc did aake reference to the fill factor in 

4 it. orderJ i• that correct? 

5 A It could be. 

6 Q Have you reviewed the FCC's order in preparation 

7 of the•e bearing•? 

8 A To be boneat, it has been some time since I have 

9 read the full order cover to cover. 

10 Q Let .. hand you a copy of it. And ask you --

11 (Pauae) Kr. Rock, I'a goinq to hand you a copy of the 

12 PCC'• order 92-442, PCC Docket 91-213, which waa adopted 

13 Sept.aber 17, 1992 and released October 16, 1992. Does 

14 

15 

that appear to be what you've qot there? 

A It'• a lot ••aller than the one I have. 

1' Q Doe• it appear to be excerpted paqea fro• the 

17 order? 

18 A I'll take your word for it that it is. 

19 Q Would you look at the area that's hiqhliqhted on 

20 Page 27 and read those two sentences for me, please? 

21 A Starting with •Third"? 

22 Q Yea. 

23 A •Third, DSl circuits riding on a DS3 facility 

24 will 9enerally not fill the DS3 facility. There will 

25 often be fewer than 28 DSls in use on the DS3. While 
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1 cuata.er• that purchase a DSJ facility pay for the full 

2 capacity of the DSJ, DSl rates are set to recover on 

3 averave the full cost of the DSJ spread among all DSla, 

4 even vben it ia not fully utilized by DSl cuatoaera.• 

5 Q How, air, were there -- were there ao .. 

6 additional coata or excuse me, some additional cost 

7 difference• that the FCC referenced in providing DSl and 

8 083 aervicea? 

1 A I believe they -- I believe they used the 

10 .ultiplexing. 

11 Q And in fact the FCC -- the FCC considered 

12 aultiplexing to be an additional DSl cost; is that 

13 correct? 

14 

15 

16 

17 

18 

11 

20 

21 

22 

23 

24 

25 

A I don't recall specifically how they propoaed to 

handle it, you know, what -- I don't remember. Do you 

have aoaethin9 I can read? 

Q Yea, air, let me hand you the order again. 

Would you read to ua the part on Page 26? (Pause) 

Would you look at Page 26 of the order, please, 

air, and read the aentence there that starts with "Firat• 

to the end of the paragraph? 

A Do you aind if I read, so I know what thia ia in 

context with? 

Q 

A 

Go ahead. (Pause) 

Okay. 



• 

• 

• 

1 

2 

3 

4 

5 

6 

7 

8 

698 

Q Ia it your understanding froa reading that 

lanquage, Kr. Rock, that the FCC considered aultiplexinq 

to be a coat of DSl? 

A It doesn't say that. Let me read what --

Q Co ahead and read --

A •Firat, in order to carry an IXC'• DSl level 

traffic over a DSJ facility in the interoffice network, 

the DS1 circuit aust be multiplexed up to a DSJ at the 

9 .. rvint vire center and back down to a DSl at the end 

10 office.• 

11 Q Could you read the next sentence? 

12 A •Tbe additional multiplexing costa• -- you 

13 didn't have that aarkad. 

14 

15 

16 

17 

18 

19 

20 

21 

Q I'• aorry. 

A •The additional multiplexing costs at the 

aervint vire center are properly included in the 

nondiatance-.. naitive charge of the DSl interoffice rate.• 

Q So then the FCC concluded that the additional 

.ultiplexing co•t• were in fact properly included in the 

DS1 coati i• that correct? 

A Well, that'• what they're saying here. But 

22 •ince they didn't have any cost studies, I don't know how 

23 they know what coata are included in the old DSl rate• and 

24 the ao .. what newer DSJ rates . 

25 Q Sir, you would agree that's what they said in 
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1 their order, though 1 would you not? 

2 A Yea. 

3 Q Kr. Rock, did the FCC also conclude that DS1 

4 could be offered over copper or microwave technology, 

5 vbereaa D83 ia al.o•t always offered over fiber? 

6 A Tbat'a correct . 

7 Q Nov, air, wouldn't the utilization of different 

8 technology aixea also contribute to cost differences 

9 between tbe DS1 and DS3 •erv ices? 

10 The long run incremental cost study of a DS1 and 

11 a DS3 uainv tbe forward looking least-cost technology, 

12 which ia appropriate in determining long-run increaental 

13 coat, would, in aost cases, use fiber technology. 

14 Q Kr. Rock, if that answered my question I'• not 

15 aure I understand it. 

16 A It does. 

17 Q I asked: Wouldn't the use of different 

18 tecbnol09iea contribute to cost differences between DS1 

19 and DS3, sir? 

20 A No, no. Long run incremental cost studies 

21 perforaed for DS1 and DSJ would be performed using the 

22 least-cost technology. 

23 Q So vbat you would do -- excuse me, I didn't aean 

24 to cut you off, sir. So your testimony is, then, if we 

25 ignore vbat tbe PCC found to be the case, which is that 
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1 D81 can be offered over copper and microwave, wherea• DS3 

2 i• alway• offered over fiber, if we: ignore that and do a 

3 co•t atudy aaauaing that they're both offered over fiber, 

4 tbe co.t would be the same; is that what you ju•t told .. ? 

5 A I'• trying to figure out what you said. 

6 Q Maybe I can break it down. Would you a••uae it 

7 would be .are co•tly to offer service over copper than 

I over tiber? 

9 A I think that's a good assumption. 

10 Q I• it al•o a valid assumption that it's more 

11 coatly to offer •ervice over microwave than fiber? 

12 A I'a not that familiar with microwave technology, 

13 but I would aay yea. 

14 KR. TYE: Thank you, sir. I have no further 

15 queation•, llr. Chairman. 

16 CHAIRMAN DEASON: Mr. Wiggins. 

17 CROSS EXAMINATION 

11 

lt 

BY KR. WIGGINS: 

Q Ju•t a couple, Mr . Chairman. Mr. Rock, the 

20 cross exaaination questions by Mr . Tye and Ms . caswell 

21 relate to hov the LEC is going to charge IXCs for 

22 transport •ervice•: is that correct? 

23 

24 

A 

Q 

Tbat'• correct. 

Okay. I would like 

25 restructure part of this docket, correct? 
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A Tbat'• correct. 

Q I would like to bring the focus back to 

Inter.edia'• perapective on this, because we did file the 

initial petition. With expanded interconnection, sprint, 

if it chose to, could collocate with an end office of th·• 

LECI is that correct? 

A Tbat's correct. 

Q And in so doing, Sprint could avoid paying the 

9 LBC for the dedicated transport of switched ace••• 

10 traffic, aa vall aa a local channel charge; ia that 

11 correct? 

12 

13 

A That's correct. We would incur the coat of 

collocating, but we would -- could avoid the transport 

14 charcJes. 

15 Q Okay, and in incurring the cost of collocating, 

16 that would include an interconnection charge which would 

17 be the functional equivalent of a local channel charge; is 

18 that correct? 

19 A Are you apeaking of the cross connect? 

20 Q Yea, air, the cross connect, I'm sorry. 

21 A Yea. One other charge would be the reaidual 

22 interconnection charge, the RIC that we're talking about 

23 bare. 

24 Q Were you here for Mr. Gillan's testimony 

25 yeaterday? 
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1 A Moat of it. 

2 Q All we're talking -- let me reframe that. All 

3 we're talking about in terms of what you are potentially 

4 avoiding paying the LEC are the charges for the dedicated 

5 tranaport and the local channel office. We're not talking 

6 about ainute-of-use char9es for switching, the RIC, or any 

7 of that stuff. 

8 A Okay. 

9 Q And I believe it's your testimony that in the 

10 acb ... of things, that'• a fairly small percentage, for 

11 intrastate, at least1 is that correct? 

12 A Yes • 

13 Q How, when you collocate -- if you collocate with 

14 the LEC central office, end office, excuse me, that could 

15 be either physical or virtual, correct? 

16 A That's ay understanding, yes. 

17 Q Once you do that, you then have to take your 

18 traffic froa that collocated point of presence to your 

19 other aajor POP, or point of presence; is that correct? 

20 A Yes. 

21 Q Now you could do that over you own facilities, 

22 correct? 

23 A If we had facilities between those two points. 

24 Q If you did not have facilities there, you could 

25 purchase those facilities or lease those facilities fro• 
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A 

Q 

'l'bat'• correct. 

Or fro• an AAV? 

4 A Technically, that's correct, yes. 
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5 Q In fact, ian't POP-to-POP transport being done 

6 today for intraatate purposes within Florida? 

7 A Yea, I believe so. 

8 MR. WIGGINS: I have no further questiona, 

9 11r. Cbaiman. 

10 CHAIRMAN DEASON: Staff? 

11 CROSS EXAMINATION 

12 BY JIB. CAIIZ»CO: 

13 Q Good aorninq, Mr. Rock. 

14 A Good aorning. 

15 Q Have you received a copy of a document 

16 diatributed by Staff earlier consisting of Sprint'• 

17 Re•ponaea to Staff Interrogatories Nos. 1 through 18? 

18 A Ye•, I have . 

19 Q Wa• the information in this document prepared by 

20 you, or ao .. one under your supervision? 

21 

22 

23 

24 

A 

Q 

A 

Q 

25 accurate? 

Yea. 

Have you had a chance to review it? 

Yu. 

Are there any corrections to be made, or i• it 
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on It .. No. 13, there is a correction. 

Wbat is that? 

3 We incorrectly stated that LECs should not be 

4 required to offer interconnection, and the response should 

5 be, •Interconnectora should not be required to offer 

6 interconnection.• So it should read •interconnectora.• 

7 MS. CANZANO: Chairman Deason, Staff would ask 

8 tbat this be .. rked for identification as an exhibit at 

9 t.bia tt.. 

10 CHAIRMAN DEASON: It will be identified as 

11 Bxhibit No. 40. 

12 (Exhibit No. 40 marked for identification.) 

13 Q (By a.. Canzano) Mr. Rock, assume that the 

14 Ca..iaaion airrora the FCC's July 25th order requiring 

15 aandatory virtual collocation with the LEC option of 

16 providing phyaical collocation. If the LEC chooses to 

17 offer physical collocation, should it still be required to 

18 tariff floor apace for physical collocation? 

19 A Yea, I think if any deal is struck between the 

20 LEe and another party for physical coll_ocation, that that , -.·· 
21 opportunity should also be made available to all parties 

22 at the ·- rates, through tariff. 

23 Q Should any other elements. of physical 

24 collocation be tariffed if the Commission mirrors the 

25 PCC's order? 
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I'a .orry, could you 1 

2 

A 

Q Por anything besides tariffing for floor apace, 

3 if they operate under this scenario? 

4 A I think all services which are included should 

5 be provi•ioned in a tariff. 

6 Q Aa•u.e the co .. ission allows the LECs and AAVa, 

7 or anyone else, to negotiate the type of collocation 

8 arrang..ant. Should any element of physical or virtual 

9 collocation be tariffed if the Commission allows 

10 

11 

12 

13 

14 

15 

negotiated collocation arrangements? 

A Y-. Yea. 

Q What type of elements? 

A Well, I guess 7'• hearing this question as being 

very aiailar to your first question. 

Q Well, it'• aia.ilar, but this would be for just 

16 negotiating any type of collocation, whether it's 

17 aandatory -- whether it's virtual or physical. so it's 

18 ca.pletely negotiated, not 

19 A Yea, I think any arrangements for collocation 

20 should be aade public, and should be tariffed, whether 

21 it's aandatory or a negotiated arrangement. 

22 MS. CANZANO: Staff has no further questions. 

23 CHAIRMAN DEASON: Commissioners? Redirect? 

24 

25 

MS. BRYANT: No redirect, Mr. Chairman. 

CHAIRMAN DEASON: Exhibits? 
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MS. CANZANO: Staff moves No. 40. 

CHAIRMAN DEASON: Without objection. Exhibit 

Ho. 40 is adaitted. Thank you, Mr. Rock. 

(Witness Rock excused . ) 

* * * 
CHAIRMAN DEASON: And Ms. Marrero, I believe 

7 your witness is next. 

8 MS. MARRERO: Teleport Communications calls 

9 Steven Andreassi. Mr. Chairman, Mr. Andreassi has not 

10 been nom ln. 

11 

12 

CHAIRMAN DEASON: Very well. 

STEVEN C. ANDREASSI 

13 vas called as a witness on behalf of Teleport 

14 Co.aunications Group, and having been duly sworn, 

15 testified as follows: 

16 DIRECT EXAMINATION 

17 BY MS. MARRERO: 

18 Q Please state your name and business address. 

19 A My naae is Steven c . Andreassi. My business 

20 address is Two Teleport Drive, Staten Island, New York. 

21 Q By whoa are you employed, and what is your 

22 position? 

23 A I .. ..ployed by Teleport Communications 

24 Group, TCG, as a regulatory analyst . 

25 Q Have you prepared and caused to be filed 
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1 prefiled direct and supplemental direct teatiaony in thia 

2 proceeding? 

3 

4 

A 

Q 

Yes, I have . 

Do you have any change• or reviaiona to your 

5 prefiled direct or supplemental direct teatiaony? 

6 

7 

A 

Q 

No, I do not. 

So that if I asked you the aaae queationa 

8 contained in your prefiled direct and prefiled 

9 auppl ... ntal direct testimony, your anawera would be the 

10 .... ? 

11 

12 

A Yea, they would. 

MS. MARRERO: Mr . Chai rman, I would like that 

13 Mr. Andreaaai'a prefiled direct and auppleaental direct 

14 teatiaony be inserted into the record aa though read. 

15 CHAIRMAN DEASON: Without objection they will be 

16 ao inurted. 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Expanded Interconnection) 

Phase II and Local Transport Docket No. 921074-TP 

Restructure Docket No. 930955-TL 

Docket No. 940014-TL 

Docket No. 940020-TL 

Docket No. 931196-TL 

Docket No. 940190-TL 

Q . 

A. 

Q. 

A. 

DSTDIOIJ Ql STIVIH C. Nfi)RIUSI 

CW lptJ,! OP TILIPORT CotQIUNICATIONS GROUP. IHC. 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Steven Andreassi. My business address 

is Teleport Communi cat ions Group, Inc. (TCG), Two 

Teleport Drive, Suite 300, Staten Island, New York 

10311 . 

WHAT IS YOUR CURRENT POSITION AT TCG? 

I am a Regulatory Analyst in TCG's Regulatory and 

External Affairs Department . I work closely with 

our sales and marketing departme nts to tariff TCG's 

interstate services with t he Federa l Communications 

Commission and its intrastate services with the 

state commissions. I monito r rate s filed by other 

carriers for their impact o n TCG' s service 

offerings. I also advise TCG' s regulatory 

2 
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attorneys on general state and federal policy 

proceedings in which TCG is participating . 

Q. WHAT IS YOUR BACKGROUND PRIOR TO JOINING TCG? 

A. From 1991 to 1993 , I worke d for Rochester Telephone 

Corporation as a Netwo rk Planner and Marketing 

Analyst. I was responsible for projects related to 

pricing and products pro vide d by Rochester's long 

distance affiliate , RCI. From 1 989 t o 1991, I 

worked as a Budget Forecaster and Financial Planner 

for Highland Telephone Company, another Rochester 

Telephone subsidiary. I received a Master of Arts 

in Economics from Pennsylvania State University in 

1989 . I received my Bachelor's degree in Economics 

from Indiana University of Pennsyl vania in 1987. 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 

PROCEEDING? 

A. I will address the i ssues related to expanded 

interconnection for switched acces s set out in the 

order establishing issues in these doc kets . I will 

testify that expa nded interc onnection for switched 

access is in the public interest and that the 

potential revenue impact on the l ocal exchange 

companies ("LECs") should no t be serio us . I will 

also outline certain ite ms of concern to TCG in the 

LECs' special a ccess e xpa nde d interconnection 

tariffs filed in Phase I o f Docket 92 1074 - TP . 

3 



1 

2 

3 

4 

s 
6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

26 

Q. 

A. 

Q. 

A. 

Q. 

A. 

710 

PLEASE DESCRIBE TCG'S INTEREST IN THIS PROCEEDING. 

TOG's affiliate, TCG Ame rica, is certified to 

operate as an Alternative Access Vendor ( "AAV") in 

Florida . It therefore has a significant interest 

in having the opportunity to interconnect with the 

LECs to carry interexchange carrier (" IXC") 

intrastate traffic from the LEC's switch to the IXC 

point of presence ("POP") in addition to carrying 

interstate traffic from the LEC switch to the IXC 

POP as mandated by the Federal Communications 

Commission ("FCC") . 

IS THE FLORIDA COMMISSION PROPOS ING FULL SWITCHED 

ACCESS COMPETITION IN THIS PROCEEDING? 

No . Like the FCC's o rder impleme nting switched 

access expanded interconnection, an order in this 

docket will open up only a fraction of the 

intrastate switched access ma rket to competition . 

Because of this, the LECs will not lose significant 

revenues and should not receive e xcessive pricing 

flexibility. 

PLEASE EXPLAIN WHAT YOU MEAN . 

The LECs charge IXCs for s wi tche d access service 

based on three rate ele ments. The Carrier Common 

Line ("CCL") element recovers the non-traffic 

sensitive costs associated with the LEC' s local 

exchange loop between the c us t o mer a nd the LEC 

4 
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central office. The Local 

recovers the traffic 

with the LECs' switch. 

sensitive 

Switching element 

costs associated 

The Local Transport element 

recovers the LEe~ s costs for carrying the IXC' s 

traffic from the central office to the IXC's POP. 

Local Transport consists of two different types of 

facilities: "Direct Trunked" services, which use 

dedicated facilities that run from the IXC POP 

directly to the final end off~e, and "Tandem 

Trunked" services, which use dedicated facilities 

that run from the IXC POP to the tandem switch, and 

then shared transport fac ilities that run from the 

tandem switch to the final e nd offices. The local 

transport rate element also includes costs 

associated with the tandem switch. It is important 

to note that the only piece of switched transport 

17 AAVs can provide are the dedicated trunk portions 

18 of local transport . Additionally, at the FCC, the 

19 local transport component of switched access also 

20 includes a "Residual Interconnection Charge" which 

21 recovers, through a usage s e ns itive charge that is 

22 applied much like the local switc hing element, a 

23 substantial portion of local transport revenues. 

24 Q. CAN YOU MORE SPECIFICALLY DESCRIBE DIRECT TRUNKED 

2S LOCAL TRANSPORT? 

26 A. Yes. Direct trunked local t ransport switched 

5 
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access facil i ties are s imply dedicated point to 

point high volume faci lit ies. Although telephone 

companies offe r t hese services within "switched 

access• ser vice c a tegories , the economic and 

technical nature of d i r e c t trunk local transport 

circuits are r eally ind i s tinguishable from special 

access/private line s e rvices. Like special 

access/private l i n e s e r v i ces , direct t r unked local 

transport is provided be t ween t wo discrete points , 

the IXC POP and the t e l e phone company central 

office. There is a c tual l y no "switchir,g" or call 

routing involved in d i rect t r unked local transport. 

Moreover, IXCs need the qua lity, r e liability and 

diversity of compet i t i ve a l te rnatives for these 

critical facilities . There f ore, opening the local 

transport market to c ompe t itio n by permitting AAVs 

to interconnect to the LEC facilities at its 

central office is in the pub lic inte r e st . 

WILL THE LECS FACE SERIOUS FI NANCIAL HARM IF THE 

COMMISSION PERMITS AAVS TO PROVIDE TH IS PIECE OF 

SWITCHED ACCESS? 

I do not believe so . The LECs s ho uld not be 

seriously harmed financially if AAVs inte1·c onnect 

to provide the local transpo r t piece o f s witched 

access because, as I explaine d above , i t i s j ust 

one piece of the switched a cces s ma z·ke t. After 

6 
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charging CCL, local s witching , transport and the 

Residual Interconnection Charge ("RIC"), the LECs 

earn annual revenues exceeding $11 billion in the 

interstate switched access ma r ket . The dedicated 

trunk portion of the l ocal transport segment of 

interstate switc he d access accounts for 

approximately $418 mi 11 i o n of this $11 billion 

market or 3. 8\ . The impact of intrastate Local 

Tranaport Restructuring C "LTR") may be even smaller 

than that of interstate LTR. BellSouth' s 

intrastate local switched access rate is $.0544 per 

minute of use on an originating call. This is 

comprised of a carrier common line c ha rge of $.0260 

per minute, a local switching c harge of $.0130 per 

minute and a local transpo rt c harge o f $.0154 per 

minute. Thus carrier common 1 i ne accounts for 

47.79\ of switching r e ve nues , local switching 

accounts for 23.90\ of switching revenues and local 

tranaport accounts for 28.31% o f total s witching 

revenues. So as a start i ng po int, less than a 

third of all switched access r e venues even fall 

under the heading local t ranspo r·L . 0 ( course, not 

all local transport revenue will be open to 

competition under LTR. As an example, a t ypical 

DSO can carry 9000 minutes of use per month . A DS1 

can carry 24 DSO channels or 216,000 minute s of use 

7 
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a month and a OS3 can carry 672 OSO channels, or 

6,048,000 minutes o f use per month. Total monthly 

switching revenues ge ne r a ted by a DS1 and a OS3 

would be $11,750.4 0 a nd $329 ,011.20 respectively. 

Of that, the loca l t r a ns po r t c ha rge accounts for 

$3,326.40 of the DSl's r e ve nue s and $93,139.20 of 

the DS3 ' s revenues . The only portion of loca l 

transport that would be open to competition, 

however, is the dedicated facility between the LEC 

end office and the IXC POP . Currently , BellSouth 

charges $140.90 for an intrastate special access 

.DSl and $2800 . 00 for an intras tate private line 

DSJ . These changes repres ent the only revenue at 

risk to the LECs. Put in its proper perspective, 

the DSl charge equates to a me r e 1. 2\ of total 

switching revenue and only 4.24\ of local transport 

revenue attributabl e to t hat fac ility. Similarly , 

the DS3 rate accounts f or . 85\ o f tota l switching 

..~~·· 
revenue and 3. 01\ of the l oca l transport revenue 

generated by such a fa c ili t y. The se results assume 

that the remaining Local Trans po rt revenues are 

recovered through a RI C c ha rge or t a nde m switching 

charge as is the c a se wi t h t he FCC's local 

transport restructuring . 

Q. SHOULD THE COMMISSION IMPOSE TilE SAME OR DIFFERENT 

FORMS AND CONDITIONS OF EXPANDED INTERCONNECTION 

8 
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'I1IAN THE FCC? 

The Commission should simply order the LECs to use 

for switched access expanded inte rconnection the 

rates and rate structures they established for 

their interstate swi tched tariffs, which were in 

turn structured on their interstate special access 

interconnection tariffs, a nd t o mirror any changes 

in those interstate rates. The rate elements for 

switched access interconnect i on are the same as the 

rate elements for special access interconnection. 

These same rate elements apply whether the AAV is 

interconnecting with the LEC to provide interstate 

or intrastate services. This makes sense since the 

same LEC facilities are used for both interstate 

and intrastate services. These elements for the 

collocation space are the cross-connect, floor 

space, power, cable and conduit, and various non­

recurring charges . The elements for the local 

access service, itself, cons ist of interoffice 

mileage and a charge for the entra nce facility to 

the IXC POP (The LECs referred to this element as a 

channel termination in the ir i nte rstate special 

access interconnection tariffs). It is unnecessary 

and inefficient to r e - li tigate a rate structure 

which has already been implemented. 

IS THE OFFERING OF DEDICATED AND SWITCHED SERVICES 

9 
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BETWEEN NON-AFFILIATED ENTITIES BY NON-LECs IN THE 

PUBLIC INTEREST? 

Yes. In order t o b r iuu tlH· h •·rwfit R o f c ompetition 

to Florida telecommunications users, the Commission 

should permit AAVs to offer these services. TCG is 

not prohibited from providing dedicated service 

between affiliated e ntities in any state in which 

it currently operates. TCG is authorized to 

provide intraLATA toll and Centrex via resold local 

exchange facilities in multiple jurisdictions. In 

Illinois, TCG cannot switc h local calls between 

unaffiliated users since this would constitute 

local exchange service . TCG, instead, hands the 

local call off to the LEC f or completion. While 

TCG supports the removal of restrictions on an 

AAV' s ability to provide all services, including 

local exchange service , it believes th~t 

immediately permitting AAVs to provide dedicated 

private line service between unaffiliated users, 

intraLATA toll (which t he Commission already 

permits) and Centrex via resold local exchange 

company facilities wil l greatly enhance the 

competitive enviro nme n t i 11 t he state. The 

Commission should also consider opening a generic 

,docket to investigate l ocal exchange competition. 

Authorization of AAVs t o pro vide these services 

10 
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to Florida 

TCG and other 

fiber optic 

infrastructure without the need for any special 

incentives which may be sought by the incumbent 

LBCs and which transfe r risks to ratepayers . 

Second, even where competition has already 

encouraged the telephone companies to match AAV 

reliability, diversity and other service factors, 

AAVs still offer what the telephone company cannot 

-- operational and strategic security. 

security for telecommunication users, 

large and small businesses, means 

Operational 

including 

having the 

ability to acquire diverse, redundant routing and 

switching service from two independent local 

networks as insurance against network failure or 

disaster. Businesses also use the services of AAVs 

to gain the strategic security which comes from 

using a telecommunications provider which does not 

compete in their core business. AAVs provide these 

same benefits to customers purchasing both private 

line and competitive s witc hed services. 

Au thorizing AAVs will bring these competitive 

benefits to Florida, which by definition cannot be 

provided by the inc umbe n t LEC. 

II 
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THE COMMISSION HAS ESTABLISHED PRELIMINARY ISSUES 

RBGARDING WHICH LECs SHOULD PROVIDE SWITCHED ACCESS 

INTERCONNECTION, FROM WHAT FACILITIES AND TO WHOM. 

DOES TOG HAVE A POSITION ON THESE ISSUES? 

TOG believes the Commission should order the LECs 

which filed intrastate special access 

interconnection tariffs to simply mirror these 

tariffs by filing tariffs offering switched access 

interconnection at the s ame facilities, available 

to the same entities. The Commission must also 

require these LECs to pro vide switched access 

interconnection at thei r tandem fac ilities. 

PLEASE DESCRIBE TANDEM INTERCONNECTION . 

TOG believes the purpose of i nte rconnection is to 

bring the benefits o f competition and choice to a 

wide number of telecommunica t ions users. Because 

interconnectors will not be able to establish 

collocation arrangeme nts in e ve ry end office, they 

need to collocate a t LEC tand e m facilities i n order 

to handle traffic t o e nd offices where they are not 

collocated. The LEC should be required to unbundle 

tandem signalling and permit competition for tandem 

r outed traffic . LECs should provide two types of 

tandem interconnection wi t h the appropriate 

signalling . In one t ype o f t a ndem interconnection, 

the interconnector woul d u se its own switching 

12 
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facilities to replace the LEC tandem switch. The 

interconnector need s tandem-type signalling at the 

end office, so that it can carry calls of multiple 

carriers over a s ingle trunk group the 

equivalent of the LECs' common transport element . 

This will permit direct tandem competition only for 

the limited number of e nd offices where the 

interconnector has a presence. 

The second form of tandem c o mpetition involves the 

interconnector locating facilities in the LEC 

tandem office, thereby replacing the dedicated 

facility from the IXC POP to the LEC tandem. This 

provides for direct competi tion for this dedicated 

link . From a signalling pe rspective this should be 

no different than a n o rdinary "direct trunk" 

connection to a n end off ice since TCG would use 

separate trunks for each IXC connection at the 

tandem. 

To the extent that the r e is a rate difference 

between tandem switc hed t ransport, DSl trunked 

transport and DS3 trunked transport, the difference 

should be limited, starting at the existing price 

floor, to the rate di ffere nces already existing in 

the LECs' interstate tariffs for these services. 

DOES CHAPTER 364, FLORIDA STJ\TUTES, ALLOW THE 

COMMISSION TO REQU IRE EXPANDED INTERCONNECTION FOR 
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SWITCHED ACCESS? 

Yes. Chapter 364 allo ws t he Commission to require 

expanded interconnection for switched ~ccess for 

the same reasons it allo we d the Commission to order 

special access inter connect ion . It directs the 

Commission to encou r age cost-effective innovation 

and competition in the t e l ecommunications industry 

if so doing will be nefit the public by making 

modern and adequa t e t e l ecommunications services 

available at reasonable prices. Collocation and 

interconnection are e ssential elements of full and 

effective competition in loca l telecommunications 

markets and they will bring the benefits of 

competition to the public whic h I discussed above. 

SHOULD THE COMMISSION REQUIRE PHYSICAL AND/OR 

VIRTUAL COLLOCATION FOR SWITCHED ACCESS EXPANDED 

INTERCONNECTION? 

The Commission should requ i r e physical collocation, 

or if it permits virtual col l ocation, require that 

it be provided in a ma nner t hat is the technical, 

economic and operational e quivalent of physical 

collocation. Moreover , t he availability of 

physical collocatio n is essent i a l t o promoting a 

competitive market, a nd un less LECs are obligated 

(or volunteer) to p r ov i de reasonabl e physical 

collocation, the Commi ssion s hould provide no 

14 
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pricing flexibility for them . 

SHOULD COLLOCATORS BE REQUIRED TO ALLOW LECs AND 

OTHER PARTIES TO INTERCONNECT WITH THEIR NETWORKS? 

No . TCG takes the same position on this issue that 

it took in Phase I of t h is docket . As monopoly 

providers of essential bottleneck facilities, LECs 

need to be required to provide.physica l collocation 

to interconnectors. Howe ver , non-dominant, 

competitive carrie rs nee d no s uch requirement. As 

competition for s wi tche d services develops, a 

competitor would be f oolish t o r e j ect a collocation 

request and the associated revenues. The potential 

interconnector will simply move o n to the next 

provider. For this r e ason , a requirement that 

collocators should provide int erconnection to the 

LBCs and other partie s is unnecessary, a 

determination which the FCC a l s o found to be true . 

SHOULD THE PROPOSED INTRASTATE PRIVATE LINE AND 

SPECIAL ACCESS EXPANDED INTERCONNECTI ON TARIFFS BE 

APPROVED? 

To the extent that these tariffs mirror the LECs' 

interstate tariffs, t he y s hould be approved, 

8ubject to future modification as the FCC completes 

its i nvestigation. Howe ve r· . ne ll Sou t h' s tariff 

does not comply with the Commission's order in 

Phase I of 921074 - TP be c ause t he company does not 

15 
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tariff a DSO interconnection service . This service 

must be included before the Commission approves 

BellSouth's tariff. 

The Commission must also ensure that the LECs' 

tariffs do not contain unreasonable warehousing 

provisions. Bellsouth' a tariff is also not: in 

compliance on this issue since the company must 

give an interconnector at l east 60 days before 

requiring it to forfeit space. TCG believes the 60 

day provision to be unreasonable and believes it 

will permits the LECs to force collocators to order 

connections, thus triggering pricing flexibility . 

TCG has asked for reconsideration of this 

provision. In any case, BellSouth indicates the 

collocator must place equipment in its space within 

30 days of being notified to do so by the company. 

a= Section E & B 20 .1. 5 (C) ( 3) (g) . GTE reserves 

the right to require collocators to relinquish 

space which it has not used "within a reasonable 

time." Sect i on 17.7.2(E). BellSouth must change 

its 30 day provision to 60 days and GTE should 

specify, "within a reasonable time , to be no less 

than 60 days from the notification date" in order 

to bring both tariffs into compliance with the 

existing order. 

SHOULD THE LECS' PROPOSED INTRASTATE SWITCHED 

16 
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ACCESS INTERCONNECTION TAR IFFS AND LOCAL TRANSPORT 

RESTRUCTURE TARIFFS BE APPROVED? 

These tariffs should be approved t o t he extent that 

4 they mirror the LECs' inte rs t a te t ariffs . 

S Q . SHOULD THE LECs BE GRANTED ADDITIONAL PRICING 

6 FLEXIBILITY? 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

A. 

o. 

A. 

No. The pricing flexibility granted to the LECs by 

the FCC is adequate. The LECs should not be 

permitted excessive pricing f l exib ility. At the 

interstate level, the RIC is e xpected to be about 

80' of the LECs ' local trans port r e ve nue, which has 

totaled over $4 billion annua l ly . Given the 

substantial RIC revenues gua ranteed to the LECs, 

the risk of anti - competi tive pricing on the 

remainder of the local t rans port c ircuit is high . 

A LEC could choose t o price its transport services 

at a small fraction of their true cost, hold on to 

100' of the market, and suffer a very s mall decline 

in revenues . This same scenario is true at the 

state level again, assuming the existence of an 

intrastate RIC . Givi ng t he LECs additional 

pricing flexibility will s ubs tantia lly increase the 

risk of these pricing abuses . 

SHOULD THE COMMISSION MODIFY ITS PRICING AND RATE 

STRUCTURE REGARDING SWITCHED TRANSPORT SERVICE? 

As I explained above, the Commission should mirror 

17 



• 

• 

I 

2 

3 

4 

s 
6 

7 

8 

9 

10 

JJ 

12 

13 

14 

IS 

16 

17 

II 

19 

20 

21 

22 

23 

24 

2S 

26 

Q. 

A. 

724 

the FCC's rate structure for switched access 

expanded interconnec tion at the interstate level. 

Different rate levels for interstate and intrastate 

transport are appropriate only to the extent that 

different interstate and intrastate tariff rates 

apply for equivalent DSl and DS3 special access 

services. 

SHOULD THE COMMISSION'S IMPUTATION GUIDELINES BE 

MODIFIED TO REFLECT A REVISED TRANSPORT STRUCTURE? 

The Commission should apply its imputation 

guidelines to the LECs' loca l transport rates since 

the local transport port ion of switched access 

service will be competitive once switched access 

interconnection is implemented . The goal of 

imputation is logical, the cost to the AAV to 

collocate with the LEC cannot be more than what the 

LEC would charge the IXC customer for the end-to­

end service, including the LEC' s own costs for 

central office space and power , intraoffice cross 

connections, electronics, and space. 

The difference between what an AAV has to pay the 

LEC and what the LEC would charge the customer for 

,end-to-end service r epresents t he margin available 

to an interconnector to pay fq~ its electronics, 

network, administrative and overhead costs. This 

difference is the key measu re o f whether the LECs' 

18 
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switched access inter connection tariffs present a 

realistic marke t opportun i ty, and whether they will 

permit a compet itive market to develop . An 

effective imputation po lic y would require LECs to 

impute to the ir e nd - t o - e nd service the costs they 

impose on interconnectors to collocate in their 

bottleneck facilities. 

SHOULD THESE DOCKETS BE CLOSED? 

Once expanded interconnect i on for special a nd 

•witched access s e rvices is fully implementerl 

through reasonable, e c onomically viable tariffs, 

the Commission can pe rmit the se dockets to become 

inactive . It should not c l o s e them, however, but 

leave them open f o r pa rties to raise 

interconnection proble ms, 

OOIS THIS CONCt.UO& ~ R 'l'R 'l'l 'r 

Yea . 

19 
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Q. PLEASE STATE YOUR NAME AND BUS I NESS ADDRESS . 

A. My name is Steve n And reas~ j . My business address 

is Telepo r t Commun i c.:~t ions Gr o up, I nc. (TCG), Two 

Teleport Dri ve , S1u~.">o ~00 , Staten Island, New York 

10311 . 

Q. DID YOU FILE DI RECT TESTIMONY IN PHASE II OF THIS 

DOCKET? 

A. Yes. 

Q. WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL DIRECT 

TESTIMONY? 

A. I will address ce rtai ~ policy i ssues raised by the 

D. C. Circui t Court o f Appeals' dec i sion vacating 

the Federal Commu rn c t: :_ e n s Commiss ion 's ( "FCC" ) 

requirement t ha t 7 : e r l oca l exchange carri ers 

( "LECs") allow i. ~t erconnectors t o physically 

collocate transmi ss : o n ~qu ipment a t t he LECs' 

central offices . The :0urt a l s o remanded the issue 

of virtual col loc atio n back t o t he FCC for further 

proceedings . As a ge::e :::-a l ma t t er , TCG believes 

that the Court decis : o r: c t u a ll "/ simplifies this 

docket to the exte~t t ~a: a~peal s at the federal 

level are complete a nd f: nal i nte r state tar iffs for 

special access a n d s w tl :1-'"' ! t r ;:m zport s ervices will 

be in place t o be used as a guide at t he intrastate 

level. 

l 
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SHOULD FLOR IDA 

INTERCONNECTION 

MOVE FORWARD WITH EXPANDED 

FCR SWI ':'CHED ACCESS SERVICES IN 

LIGHT OF TH IS COURT DECISION? 

Yes . Expanded inL •· !'"conn~ction is i n the publ ic 

interest . The Con~iss ~on already confirmed this i n 

its order appro v in9 i n terconnection for special 

access serv i ces . i\s e xplained i n my direct · 

testimony, v irtual collocat~on provided by the LECs 

in a manner wh ich is ecb.n i cally , econo mically and 

operationally equi~a - ent : o physical collocatio n is 

workable. 

CAN YOU EXPLAIN Tn:S ·;:~~UAL COLLOCATION STANDARD? 

Yes. TCG believes t he Commission c an take this 

opportunity t o a dopt a c lea r a nd definite standard 

for virtual col loc t:o n. Flo rida s hould adopt the 

standard put in p lace i n Ne w Yo rk whi c h requires 

that interco nnect i o n prov~ded through virtual 

collocation mus t be technically and economically 

comparable to physic al c0l oca t ion. New York also 

requires that the t e rm::; o t v irtual 

reasonable, the reby pn~vent ing 

collocation be 

t he LEC from 

imposing inefficient admt :1lst::-ative proce sses and 

requirements . 

This standard ensures tha t he f o r m o f co l location 

does not affect the c ::-~tica! competit ive technical, 



:-.----....- -----

• 

• 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

721 

operati onal and f i nancia l characteristics of 

the interconnector • s services . Physical 

collocation thus becomes not the means to 

interconnection , but simply the standard agai nst 

which virtual collocation is to be measured to 

determine if i t is adequate to satisfy this 

COmmission' s po l ic y ob jective of expanding 

competition. The Commission must not allow t he 

LECs to use the Court o f Appeals' decision to delay 

the benefits o f compeLit.ion by over - focusing on the 

interconnection arrangement, itself. The 

COmmission already s tated in the Phasa I order that 

interconnec t ors we re f ree to choose virtual 

collocation. Therefore, by now specifically 

defining a collocation standard , the COmmission 

will have made t he ad j ustment necessary to ensure 

that its expanded inte rconnection policy remains 

intact. 

WILL THE LECS HAVE AN I NCENTIVE TO OFFER A VIABLE 

VIRTUAL COLLOCATION ARRANGEMENT IN THE ABSENCE OF A 

WELL·OEFINED STANDARD PUT INTO PLACE BY THIS 

COMMISSION? 

No. In Phase I, t he Commission establ i shed 

physical collocation as the mandatory means for 

accomplishing interconnection . Virtual collocation 

3 
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was only to be impl emented if chosen by the 

interconnector as the optimum arrangement . Under a 

physical manda te , the LEC had a natural incentive 

to make virtual collocation attractive or else the 

interconnector would simply opt for a physical 

arrangement . Phys ical collocation thus served as a 

•check" on the adequacy of expanded interconnection 

offered throuqh virtua l col l ocation. Since 

physical collocation can no l onger be relied upon, 

the commission should de ve l op a standard which 

meets the interconnecto r• s needs . 

Q. HOW DOES THE COURT DECISION fMPACT PHASE I OF THIS 

PROCEEDING? 

A. The Court decision does not mate rially impact this 

Commission's spec i al access expanded 

interconnection pol i cy which it determined to be in 

the public interest in Phase I. The Conlllission 

need only mandate in Phase II that LECs offer 

expanded interconnection for special access and 

switched transport services through virtual 

collocation arrangements which are technically , 

economically and operationally equivaient to 

physical collocation. 

Q. SHOULD THE COMMISSION ~OVE FORWARD WITH LOCAL 

TRANSPORT RESTRUCTURING ( " LTR") ISSUES? 

4 
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Yes. There has b~~n no :-;nggest i o n t hat the local 

transport issues should be delayed , and 

parties have already filed rebuttal testimony 

addressing these 1ssuc!; . To t he extent that 

resolution o f LTR i ssues should occur 

simultaneously with imple mentation of switched 

transport 

Commission 

expanded i nterconnection, the 

shou ld ::-esolve these issues on 

schedule . 

HOW DOES THE FCC'S REMAND ORDER ADOPTED ON JULY 14, 

1994 IMPACT THIS PROCEEDI NG? 

The FCC order con firms t hat t his Commission should 

move forward with an i ntrastate expanded 

interconnection polic y fo r s witched transport and 

should confirm i ts speci3l access i nterconnection 

policy . Stati ng t ha t e xpanded interconnection 

absolutely continues to be i n the public interest, 

the FCC implemented a mandatory requirement for 

virtual collocat ion, with physical collocation as 

an option. 

DOES THIS CONCLUDE YOUR TESTI MONY? 

Yes. 

._, 
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1 Q (By Ms. Marrero) Mr . Andreassi, have you 

2 prepared a brief summary of your direct and supplemental 

3 direct testimony? 

4 A Yes, I have. 

5 Q Please provide your summary. 

6 A TOG believes this expanded interconnection for 

7 local transport is in the public interest and will provide 

8 aignificant benefits to consumers i9_Florida. 

9 CHAIRMAN DEASON: Mr . Andreassi, if you could 

10 alov down just a little bit. 

11 WITNESS ANDREASSI: I'm sorry. TCG and other 

12 ltAVa, for example, will build the local fiber optic 

13 intraatructure without any risk to ratepayers. More 

14 t.portantly, AAVs offer what the telephone company cannot, 

15 operational and strateqic security. Therefore TOG urqea 

16 the Ca.aiaaion to adopt switched access interconnection 

17 within the state of Florida. TCG recommends that an 

18 interconnection arrangement mirror the expanded 

19 interconnection policy developed by the FCC with certain 

20 iaprov ... nta. Firat, if the Commission aandates virtual 

21 collocation, TOG recommends that the standard for such 

22 interconnection aeet a physical collocation standard. 

23 Therefore TOG believes that virtual collocation should be 

24 technically, operationally and economically comparable to 

25 phyaical collocation. 
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1 Second, TCG recommends that the Commission grant 

2 the LBCa pricing flexibility only to the extent granted by 

3 the PCC for interstate switched access services. As I 

4 •tated in .y te•tiaony, switched access expanded 

5 interconnection will open up only a fraction of the 

6 intra•tate .witched access market to competition, the 

7 local transport portion. 

8 An order iaple•enting competition for expanded 

9 interconnection for local transport will not •ignificantly 

10 erode LIC revenues. In addition, the commission should 

11 apply its iaputation guidelines not only to its end-to-end 

12 •ervice•, but also specifically to the local LEC transport 

13 ratea. 

14 And finally, the Commission should allow 

15 co.petitor• to provide switched access services between 

16 non-affiliated entities .in order to bring the benefits of 

17 coapetition to additional Florida telecommunications 

18 user•. Tbis concludes my summary statement. Thank you. 

19 MS. MARRERO: Mr. Chairman, the witness is 

20 available for cross. 

21 

22 

23 

24 

25 

BY lilt. 

Q 

A 

CHAIRMAN DEASON: Mr. Carver? 

CROSS EXAMINATION 

CARVER: 

Good aorning, Mr . Andreassi. 

Good aorning. 
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Did I pronounce your name correctly, by the way? 

You did, thank you . 

3 Q My naae is Phil carver and I represent Southern 

• lell. 

A 

Q 

Hi, Phil. 

Pir•t of all, let me ask you about your position 

5 

6 

7 

8 

9 

on DSO level interconnection. 

10 

11 

A Okay. 

Q Teleport is in favor of that; is that correct? 

A 

Q 

Yes, we are. 

Could you please explain what you mean when you 

12 refer to DSO level interconnection? 

13 A DSO level interconnection is simply deriving a 

14 DSO circuit for cross connect and the LEC. I think there 

15 va• •o .. confusion in my testimony that we were proposing 

16 to bring copper facilities into a central office. TCG 

17 vill only bring fiber optics into the central office. It 

18 really co .. • down to a multiplexing question. If we 

lt cannot derive a DSO cross connect, that means that if a 

20 cu•toaer of ours would like to get a oso service, they 

21 will have to buy DSO and that will have to be auxed up to 

22 a DS1 and cro•• connected to TCG's collocation 

23 facilities. We would like to be able to have the direct 

24 DSO cro•• connect on to our multiplexer . 

2!5 Q So in other words what you're saying is you 



734 

• 1 would bring fiber into the central office, but you want to 

2 be able to cro•• connect with LEC facilities at the DSO 

3 level? 

4 A That ia correct. 

5 Q And are you aware of southern Bell'• poaition on 

6 tbi•, or would you like for me to summarize it? 

7 A I believe southern Bell would prefer to handle 

a DSO'• on a bona fide request basis, central office by 

9 central office. 

10 Q Well, Southern Bell has also filed teatiaony to 

11 tbe effect that we would be willing -- we would like not 

12 to tariff it, but we would be willing to tariff it if 

• 13 there i• a requeat to DSO level interconnection . Would 

14 that be acceptable to Teleport? 

15 A By tariffing, do you mean you will tariff it aa 

16 a generally available service in all central offices? 

17 Q Well, I ••an if there is a request, then there 

18 would be a tariff filed in response to that request. 

19 A But that tariff would be applicable to all your 

20 central officea? 

21 Q I think it would be centr&l office by central 

22 office. 

23 A I think we would prefer to have it as a 

24 generally available aervice through all BellSouth central 

• 25 office•. 
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Q Do you anticipate that you're going to have any 

8Ub8tantial voluae of need for oso level interconnection? 

A I really can't speak to any kind of forecast of 

Vbat we think our accepted levels are going to be. 

Q Well, my question is basically -­

COMMISSIONER CLARK: Wait a minute. Why not? 

You don't want to divulge that information? 

WITNESS ANDREASSI: I'm sorry, I aimply don't 

Jcnov. I '• •orry. 

Q (By Mr. Carver) My question is if you don't 

11 Jcnov vbether or not you're going to need it, then why do 

12 you object to our not tariffing it unless you need it? 

13 A We would just like to have that service 

14 available to customer• and we would like to be able to 

15 provide it in what we feel would be the most coat 

16 efficient aanner, and we feel we could do that if we could 

17 provide our own multiplexing. 

18 Q Okay, again, my question, though, is not -- I a• 

19 •aying we would aake it available, but it would be 

20 tariffed only once you ask for it. And if you didn't need 

21 it, there would be no tariff. What we're trying to avoid, 

22 baaically ia the coat and time involved in filing a tariff 

23 for a aervice that aaybe nobody will want, and what I'• 

24 tryin; to find ia practically speaking, if we don't tariff 

25 it until there ia a request, will that cause so•• 
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1 detriaent to your business, and if so, what? 

2 A I think we would be open to once it'a tariffed, 

3 after a requeat, that that tariff is applicable to all 

4 central officea, because I think once -- if you aay you 

5 don't want to go through the trouble of tariffing again, 

6 once it i• tariffed once and it's applicable to all 

7 

8 

9 

10 

11 

central officea, then it's over and done with. 

Q Let'• ahift gears here for a aecond and talk a 

little bit about virtual collocation. 

A Okay. 

Q I believe your position, if I underatood it 

12 correctly, ia that if this commission mandate• virtual 

13 collocation you would want it to be, I believe you aaid, 

14 technically, econoaically and operationally equivalent to 

15 pbyaical collocation; ia that correct? 

16 A That i• correct. 

17 Q And didn't Teleport advance that aaae position 

18 at the PCC for interstate purposes? 

19 A Yea, we did. 

20 Q And the FCC rejected that request; did they not? 

21 A Yea, they did. 

22 Q Do you know what they ordered as the appropriate 

23 •tandard inatead of what you requested? 

24 A They ordered -- they addressed each of the 

25 iaau .. and they aaid that the LECs were -- I mean, for 
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1 inatanca, a repair time, that the LECs had to repair in 

2 accord with tbair own standards. I think what we're 

3 trying to puab with our standard is we want to be -- we 

4 want to dataraine what our standards are, and that's an 

5 aaaential ca.petitive piece of our network, and that's why 

6 wa puah for a .uch aore thorough 3tandard. I think tha 

1 PCC outline• -- put down some guidelines as far as how the 

8 collocation rataa should be structured and how the teras 

9 and conditiona ahould be handled. But I think there is 

10 alao aa.a latitude for interpretation by the LECa. 

11 Q Wall, if I understand your testimony correctly, 

12 you're aaying that the FCC order for interstate purpose is 

13 that the LICa would maintain your equipment aa well aa 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

tbay aaintain their own and that they would repair it as 

quickly? 

A That ia correct, they do . 

Q And your position is you think this comaission 

should order aora than that; in other words LECs should be 

required to aaintain your equipment better than they 

aaintain their own? 

A Wa would like to be able to offer a product to 

our cuatoaera that ia driven by what we feel our quality 

atandarda are. I'a not aaying our quality standards are 

any batter or any woraa than what the LEC offera. we feel 

25 that in the coapetitive environment we should be free to 
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1 decide vbat tboae quality standards are, and that'• what 

2 we want to taka to aarket and offer to our cuato•era. 

3 Q So tbat'• a yea? Would you like to hear the 

4 queation again? 

5 A Plea ... 

6 Q Tbe question is: The FCC has ordered LECa to 

7 .. intain your equipaent under a virtual collocation 

8 arrang..ant in the aaae way they maintain their own; and 

9 your po•ition before thia commission is that you want 

10 different or better atandards that the LECs would apply to 

11 your equipMmt over what they would apply to their own? 

12 A Yea • 

13 Q Kr. Andreaaai 

14 COMMlSSIONER CLARK: Would you pay aore for it? 

15 WITNESS ANDREASSI: We would pay a coat-baaed 

16 rate for that service. 

17 OOMMISSlONIR CLARK: Right, if you wanted 

18 .. rvice restored, say within a half hour, and their 

19 atandard vas an hour, you would pay more for it, right? 

20 WITNESS ANDREASSI: I think that would be 

21 reasonable. But if I may add that if given the choice, 

22 that'• vby ve really prefer the physical model because we 

23 can 90 in and do that to our own standards. We have 

24 acce•• to our facilities, they are our facilities, we can 

25 configure, ve can teat and we can repair at our will, and 
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1 va teal tba aarket demands that. 

2 COMMISSIONER CLARK: Thank you. 

3 

4 

5 

Q (By Mr. Carver) Mr. Andreassi, I would like to 

' 
7 

8 

' 
10 

read you aoaething from the FCC order that was released 

July 25, 1994 --

A I have that with me. Could you refer to the 

paraC)raph? 

Q Sura. It is paragraph 44? 

A Okay. 

Q No, I'• sorry, it's paragraph 43. 

11 A Okay. 

12 Q And I'a starting at on the second line with 

13 the word •at.• Where the FCC is talking about virtual 

14 collocation arrangements and what they were requested to 

15 conaider. 

16 A Okay. 

17 Q And it reads: "At one extreme, we could adopt 

18 the CAPa' proposal to require virtual collocation 

19 offering• to be technically and economically comparable to 

20 phyaical collocation, from the perspective of the 

21 interconnector. In our view, this standard would impose 

22 burdana on the LECs that are unnecessary to protect 

23 interconnectora' interests, and in some cases may be 

24 unenforceable.• Then it continues. "Moreover, a court 

25 applying the Bell Atlantic v. FCC decision could construe 
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1 aandatory virtual collocation under this standard to be an 

2 unauthorised taking of property, because this standard 

3 would appear to iapose requirements that, in practice, are 

4 equivalent to aandatory physical collocation.• Do you 

5 have an opinion about either aspect of what I've just said 

6 there, tbe first being -- and you can take these one at a 

7 tt.e if you like -- the first being whether it iaposes 

I unneceaaary burdens, and the second whether it would be a 

9 lecJal probl-? 

10 A I have no opinion on whether it would be 

11 ~aarily burdensoae. Again, with regard to the lecJal 

12 point, and •• tar as the taking, it's my understanding 

13 that tbe aandate aaid that -- or the court said that it 

14 vas not within the power ot the FCC to do so, to order 

15 thia. I don't know that it's been determined that it's 

16 outside the range of the Florida's commission, within 

17 their authority to provide -- and again, I'm talking in 

18 tbe context of collocation. I don't know that that legal 

19 aatter hae been aettled. 

20 Q Let .. try ay question again, because I don't 

21 think you have answered it exactly . 

22 A Okay. 

23 Q 'l'be PCC is expressing -- is stating a tact here, 

24 which is that their physical collocation mandate was 

25 stricken down, and they're saying that if their standards 
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1 for virtual are preciaely the same as physical, they would 

2 be concerned that those would be stricken down alao, and 

3 I'• aaking you if you have an opinion about that. 

4 I'• reading through it again. 

5 CHAIRMAN DEASON: While he's reading that, 

6 Mr. carver, bov •uch aore do you have for thia witneaa? 

7 KR. CARVER: Let's, see, I've got two more lines 

8 of queationing. I've got five or six question• in each. 

' CHAIRMAN DEASON: Okay, as soon as he answer• 

10 tbia queation we're going to take a recess. 

11 WITNISS ANDREASSI: It is TCG's opinion that a 
•"' 

12 atrict virtual collocation standard does not constitute a 

13 taking of tba property. So I guess we may have a 

14 difference of opinion with the FCC here. 

15 KR. CAilVD: Okay, thank you. 

16 CHAIRMAN DEASON: Very well. We're going to 

17 take a 15 •inute receaa. 

11 (a.ceaa) 

19 CHAIRMAN DEASOH: Call the hearing back to 

20 order. Mr. carver. 

21 Q (J¥ Kr. carver) Mr. Andreassi, let •e ask you, 

22 currently, vbat .. rvicea, what interstate services, doea 

23 'J'eleport offer tbat cc.pete with the local exchange 

24 cc.pany'• acceaa .. rvicea? 

25 Intentate? 



• 

• 

• 

Q 

A 

Q 

Yea. 

In Florida? 

, ... 

742 

1 

2 

3 

4 

5 

6 

7 

A TCG baa tbe ability to, or the authority to, and 

I believe we are providing these services, interstate 

private line, ~icated aervices, DSl, DSJs, DSO's. 

Q It Teleport collocates in a particular LEC 

8 central office tor interatate services, is that going to 

9 allow you to offer aore aervices or better quality 

10 aervicea? 

11 It will allow ua to offer our services to a 

12 wider range ot custoaers. And pending this proceeding, it 

13 aay allow ua to provide aore services. 

14 Q Any particular services that you know ot that 

15 you will be able to offer that you wouldn't otherwise, or 

16 can't currently? 

17 A on an interstate basis? 

18 Q Yea. 

19 A Ho. 

20 Q Recently the FCC required the local exchange 

21 coapanies to provide signaling information at the tandea 

22 on a tariff baaia so that vendors can carry comparable 

23 services. Doea Teleport have any current plans to utilize 

24 that to offer any new coapetitive service? 

25 A Hot to ay knowledge. 
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Q on Pave 13 and 14 of your direct testimony, you 

atate that Chapter 364 allows this Commission to order 

3 expanded interconnection for switched access; ia that 

4 correct? 

5 A Pa9e 13 and 14? 

6 Q Yea. or to put it another way, that's 

7 Teleport'• poaition? 

8 A Tbat ia Teleport's position. 

9 Q Doe• Teleport contend that under Chapter 364 

10 alternate ace••• vendors are allowed to interconnect for 

11 avitcbed aoceaa purposes? 

12 A Teleport ia -- under Chapter 364 Teleport is 

13 allowed to provide that dedicated facility that carries 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

local tranaport. And I want to make the distinction, we 

view it as a private line, technically and economically 

equivalent to private. So we're not offering a switched 

Hrvice. 

Q So it's your position then that if the 

teleco.aunication• path carries switched traffic, that 

your piece of it is dedicated, then that's not carrying a 

avitcbed aervice? 

A It'a carrying switched minutes, but it's not 

perforainq a .witching service. That path between the LEC 

24 central office and the IXC's POP is essentially a 

25 dedicated facility. 
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1 Q So I just want to be clear, it's Teleport's 

2 position that you can carry switched traffic as long as 

3 you don't do the switching yourself? Ia that the botto• 

4 line? 

5 A It'• our position that we can provide the local 

6 transport portion of switched access, yes. 

7 Q currently, what are the intrastate services that 

8 ~leport offers that competes with the LEC special access 

9 services? And again, I'm talking intrastate nov. 

10 A Intrastate? 

11 Q Yea. 

12 A That would be dedicated, high capacity 

13 facilities, DSO, DSl, DSJ. 

14 Q And assuming that -- I asked you the question 

15 about opportunities that expanded interconnection would 

16 create for interstate services. would your answer for 

17 intrastate be the same? 

18 

19 

A 

Q 

Yea, it would . 

I would like to talk to you a little bit about 

20 reciprocal interconnection. I believe it's Teleport'• 

21 position that interconnectors should not be ordered to 

22 allow LBCa to reciprocally interconnect; is that correct? 

23 

24 

25 

A 

Q 

A 

Should not be required. 

Should not be required. 

That is our position. 



• 

• 

• 

745 

1 Q But you alao testified on behalf of Teleport, 

2 didn't you, that Teleport would be willing to allow LECa 

3 to r.ciprocally interconnect? 

4 A v .. , we would. 

5 Q Would you be willing to allow thea ~o 

6 reciprocally interconnect under the same teraa and 

7 conditiona aa any that are ordered to be applied to the 

8 LBC.? 

9 

10 

A 

Q 

Yea. 

Would you allow them to reciprocally 

11 interconnect at rate• that are comparable to any that are 

12 required of the LECa? 

13 A If Teleport had the facilities in place that 

14 allow for interconnection, then we would certainly aake 

15 ve would not deny collocation to anyone that aade a bona 

16 fide requeat for it. 

17 Q And when you say you would not deny collocation, 

18 do you .. an you would give them collocation at the aa .. 

19 ratea, teraa and conditions as the LECs would be required 

20 to offer it to interconnectors? 

They would be comparable, yes. 21 

22 

A 

Q Let .. aak you from a practical atandpoint, if 

23 you're wiling to offer reciprocal interconnection on 

24 exactly the aaae baaia, or at least on a comparable baaia 

25 to vbat the LECa are required, why would you oppoae an 
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1 order tbat all interconnectors do what you've just said 

2 you're willing to do anyway? 

3 A Let .. try and paint this picture as practically 

4 aa I can. And I think I really want to draw to the 

5 concluaion that right nov we can't offer the service that 

6 we are aaking the ability to collocate for. What we are 

7 at tbia proceeding about is local transport tied in with 

8 avitcbed acceas collocation. As an AAV, I can't have on·• 

9 witbout baving the other. That is, I can't provide a 

10 local transport without actually collocating at -- and 

11 tbia ia tbe crucial part -- at your switch. Nov what 

12 local tranaport does is it carries switched ainutes of use 

13 tbat have been switched by the LEC who has a switch in 

1• their and office and has a lot of end users hanging off of 

15 it. So I collocate in that office to carry those ainutes 

16 to an IXC, who is my customer. 

17 Nov a collocator, if Teleport has a facility 

18 ao .. vbere, under current law I can't have a switch there. 

19 Therefore, I can't have end users hanging off it, 

20 therefore I can't generate switched minutes of use. So 

21 practically speaking, I can't provide the service of which 

22 I aay be required to file a tariff for under current state 

23 law. 

2• Q I don't think you answered my question, so let 

25 .. try again. You've already said that you're willing to 
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1 offer reciprocal collocation on comparable taraa, 

2 conditiona and at coaparable rates. And ay question is if 

3 you're willing to offer to do it anyway, then why are you 

4 oppoaad to the co .. ission ordering you and other 

5 intarconnactors to do what you've said you'll do? Why are 

6 you oppoaing their ordering you to do what you've aaid you 

7 will do? 

1 A Prt.arily because I can't provide the aervice to 

9 vbicb you wiab to collocate for. Therefore I aee it aa 

10 unnacaaaary to tariff that. I can't provide awitching, 

11 therefore I can't provide -- I can't generate awitched 

12 ainutaa of uae at a TCG facility, therefore there'• no 

13 reason to collocate there for local transport. 

14 Q So you would be willing to provide reciprocal 

15 collocation, but you don't want it to be ordered because 

16 you don't think we've got any purpose in being at your 

17 POPJ ia that what you're saying? 

11 A I don't aee a aarket need for it, and until the 

19 ti .. that I -- hypothetically, if I could provide switched 

20 aarvica•, which is what -- which is the first end of local 

21 tranaport, then I think that should be addressed in this 

22 proceedinq. Mot here. I'm sorry if I'm confusing you. 

23 What I aa saying ia I don't see a demand to provide 

24 •witched ace••• collocation at a TCG facility when in fact 

25 I cannot provide awitched services. So to tariff that ia 



• 

• 

• 

748 

1 
,. 

to puttin, ao .. thing in a tariff w~~ch ia a burden on .. 

2 for .a.etbing I cannot yet provide. That's why I say I 

3 abouldn't have to tariff it. 

4 

5 

' 
7 

• 
I 

10 

11 

12 

13 

14 

Q Well, then would you be opposed if the 

co.aiaaion ordered you to provide reciprocal collocation 

and tbe order provided that it would be on coaparable 

ratea, teraa and conditions, but you didn't have to file a 

tariff? Would that be okay with you? 

A It we were ordered by the Commission, I think 

that would be an acceptable standard, if -- on bona fide 

requaat for collocation at a facility, to do it at rates 

and teraa and condition• that are comparable to what you 

have to provide it on, I think that's acceptable, yea. 

MR. CARVER: Thank you. I have no further 

15 queationa. 

16 CHAIRMAN DEASON: Mr. Fons? 

17 MR. PONS: Yea, air. Thank you, Mr. Chairaan. 

18 CROSS EXAMINATION 

11 BY MR. PONS: 

20 Q Mr. Andreaaai, my name is John Fons and I 

21 represent United Telephone Company of Florida and Central 

22 Telephone Coapany of Florida. 

23 Hello, John. 

24 Q Good aorning. In your testimony you •aka a 

25 point at several places that granting authority to provide 
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1 avltched -- or having expanded interconnection for 

2 avltched aarvlcaa does not appear to be of auch intaraat 

3 to Talaportl la that a fair characterization? 

4 A I'• aorry, I didn't understand what you juat 

5 Alcl. 

6 Q In your testimony you make a point that granting 

7 expanded interconnection for switched access ia not --

8 doea not appear to be a big business for Teleport; it will 

9 not enhance your preaence in the market. 

10 A I don't think that was the implication of •Y 

11 teatl110ny. 

12 Q Wall, let ae ask you, on Page 7 of your 

13 taati.ony --

14 A Okay. 

15 Q -- on Line -- starting on Line 4 you have a 

16 aentance tbat reada, "The dedicated trunk portion of the 

17 local tranaport aegaent of interstate switched access 

18 account• for approximately 418 million of this 11 billio.n 

19 aarkat or 3.8t•? 

20 A That'• right. 

21 Q Aa I correct that it's your position that 

22 opening the avitched access -- or granting expanded 

23 interconnection for awitched access only makes 

24 $418 aillion worth of potential revenue available to 

25 'ralaport and other AAVs? 



• 

• 

• 

750 

1 A Let ae clarify what I was saying there, and then 

2 I'll directly answer your question. I wanted to show that 

3 

4 

5 

6 

7 

8 

9 

10 

11 

tba t.pact of offering switched access interconnection as 

co.pared to the total switched access aarket is very 

... 11. So given ay estiaate -- estiaation, 418 aillion of 

tbat $11 billion aarket, under 5\, is all that'• going to 

beca.e coapetitive. so yes, what you said is correct. 

Q What would it take for you to get the total 

$11 billion? 

A The total $11 billion? I would have to be 

autborized to be able to compete effectively as a local 

12 exchange carrier and offer switched access services, and I 

13 aa not bare today to ask to be able to do that. 

14 Q On an interstate level are you able to do that? 

15 A No, I aa not. 

16 Q Why are you not on an interstate level 

17 autborized to provide switched access? 

18 A Becauae it's a local switching issue . 

19 Q So it'• up to the states; is that correct? 

20 A Tbat'• ay understanding. 

21 Q And if the atatute were changed in Florida 

22 whereby local ca.petition was no longer forbidden, you 

23 could 9at into that business? 

24 A We would 9et into that business if -- we usually 

25 look at a threa-pron9ed aarket test: Is it legal? It 
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1 would be legal. I• it technically available? It would be 

2 technically available because we have a 5E •witch 

3 probably, at our Northern Telecom, just like the LEC ha•. 

4 I• it econoaically viable? I don't know. Would we look 

5 at it? Mo•t likely. 

6 Q You're certainly looking at the aarket that ha• 

7 been opened to you, the 3.8t; isn't that correct? 

8 Well, on an interstate level it has been opened 

9 to u., ye•. 

10 Q But a••uaing that this Commission would grant 

11 expanded interconnection for switched access purpo•e•, you 

12 would certainly look at that in Florida, wouldn't you? 

13 

14 Q 

15 A 

16 Q 

We would look at it. 

And I'• •ure your competitors would do a• well? 

I don't doubt that. 
' .-

I take it fro• your testimony that because of 

17 your reaponaibilitie•, that you're familiar with the 

18 -rketa in wbich Teleport operates, the service• that 

19 Teleport provide• and the prices that you ' d charge for 

20 tho- -rvice•1 i• that correct? 

21 

22 

23 

24 

A 

Q 

A 

Q 

Fro• a regulatory standpoi nt , certainly. 

Pardon .. ? 

Froa a regulatory standpoint, yes. 

That'• what you said in your Page 2, •I work 

25 cloaely with our •ale• and marketing department• to tariff 



• 

• 

• 

752 

1 TCG's interstate services with the FCC and its intrastate 

2 services with state commissions . I monitor rates filed by 

3 other carriers for their impact on TCG's service 

4 offerings.• Isn't that correct? 

5 A Y .. , I do. 

6 Q TCG offer• DSl and DS3 services on an interstate 

7 and intrastate basis? 

8 A On an interstate basis, and in states where we 

9 have authority, we do. 

10 Q Without revealing any confidential information, 

11 can you tell .. whether or not TCG sets the prices for its 

12 DS1 and DS3 based upon market concerns? 

13 A I believe that that is one input that they do 

14 look at. That is not the sole input, and I can't speak to 

15 every piece of data that marketing analyzes to set prices. 

16 Q Do you know whether the DSl and DS3 rates that 

17 TOG offers the services on an intrastate basis in Florida 

18 provide any profit aargin? 

19 A I do not know, but I assume that they do. 

20 Q Do you know whether the profit margin f~r DSl 

21 and DS3 are the saae? 

22 A No, I do not. 

23 Q Do you know what ratio the rates are for DSl and 

24 DS3 for the intrastate services that TCG offers in 

25 Florida? 
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On Page 17 of your testimony -- well, let .. ask 

6 A I'• aorry, I would l i ke to put in one final 

7 co.aent on that laat queation. TCG doesn't file tariffa. 

8 It ia not required to file tariffs in Florida. 

9 Q !bank you. Do you have to file tariff• on the 

10 interatate baaia? 

11 A Yea, we do. 

12 Q So if I were to refer to your interstate 

13 tariffa, I could ••• the ratios? 

14 A Yea, you could. 

15 Q I could develop ratios? But you don't know what 

16 tboae ratioa are? 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

A 

Q 

A 

Q 

28-to-1? 

A 

Q 

llo. 

Do you have thoae tariffs with you? 

Tbe interatate tariffs? 

Yea. 

llo. I aa aorry, I do not. 

Do you know offhand whether or not the ratio is 

No, I don't know. 

Do you expect that it's less than 28-to-1? 
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A 

Q 

3 t-to-1? 

I expect that it is lesa than 28-to-1, yea. 

Do you expect that it's probably aore like 

4 A I can't apeak to that. I don't know. 
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5 Q Let'• turn to Page 17 -- oh, before we qo to 17, 

6 I've got another question on Page 7. 

7 A Okay. 

8 Q On Line 4, that senten~e that haa the 

9 $418 •1111on in it, you indicated that the dedicated tru.nk 

10 portion of local transport segment accounts for 

11 approxiaately $418 aillion. Was your use of the dedicated 

12 trunk portion, waa that intentional? 

13 A That'• the only part that we could provide. 

14 Q You cannot provide common; i• that correct? 

15 

16 

17 

A co .. on, under my understanding, would be between 

a LIC central office and a LEC tandem, I don't think a LEC 

would chooae TOG to carry that traffic. 

18 Q But could a customer ask to provide that 

11 aervice? 

20 A Could we technically provide it? 

21 Q Yea. 

22 

23 

24 

25 

A I aaaume that would be multiple cuatomera? 

Q Yea. 

A I don't think from a technical standpoint we 

couldn't provide that. 
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9 
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Q 

A 

Q 

That you could? 

I think we could. 

How would you do that, technically? 

Technically? 

Yea. 
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A We would ride, I assume, multiple circuit• on 

one particular circuit, multi DSls on a OS3. 

Q So you could technically provide that? 

A We could technically. I don't know that we 

could 184)ally. 

Q Not at this point in time, but if the 

12 reatrictiona were lifted you certainly could: couldn't 

13 you? 

14 If they were removed and there was a aarket for 

15 it. 

16 Q You don't think that there's a market for that'? 

17 A I haven't looked at it . 

11 Q Let'• now go to the Page 17 of your testiaony. 

19 The queation on Line 5 ia: "Should the LECs be granted 

20 additional pricing flexibility?" And your answer is 

21 •No.• 

22 A Tbat'a correct. 

23 Q And then you go on to say that -- you start 

24 giving ao .. reaaons why. And one of the reasons that you 

25 9ive ia, •At tbe interstate level, the RIC is expected to 
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1 be about ao• of the LEC'a local transport revenue, which 

2 baa totaled over $4 billion annually." What has totaled 

3 over $4 billion annually, the local transport revenue or 

4 vbat the RIC producea? 

5 A What the RIC produces. 

6 Q And the RIC is a -- as you've heard others 

7 teatify over tbe last day and a half that you've been 

8 bare, the RIC ia a pricinq element that is to substitute 

t for the pricea for the local transport that previously 

10 were in exiatence. And this is a charqe that is applied 

11 at the avitcb? 

12 A Its charge is applied at the switch whose 

13 intention vaa to keep the LECs revenue neutral reqarding 

14 the reatructurin; of local transport. 

15 Q And this is about $4 billion annually on an 

16 interatate baaia? 

17 A Yea. 

18 Q Do you know what it is on an intrastate baais? 

19 A Ho, I don't. 

20 Q You 90 on to aay that the RIC revenues are 

21 9UAranteed to the LECa. Guaranteed by whom? 

22 A It ia an allowable charqe that they can asaess 

23 at their awitcb, 9iven that an IXC must pass traffic to a 

24 avitch to reach an end uaer, or and end user auat paas 

25 traffic tbrougb that switch to get to an IXC. In that 
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1 aenae i~'a a chargeable item that they by law can charge 

2 and are guaranteed. 

3 

4 

5 

Q 

A 

Q 

Ian't that switching, that ele•ent, bypaaaable? 

Technically bypassable? 

Yea. 

6 A Yea. 

7 Q And aa a practical matter, can't an AAV provide 

a facilitiea fro. the IXC'a POP to the LECa -- or to the end 

9 uaer? 

10 A The AAV can do this in two ways: They can do it 

11 in the way you aaid. We could run a high capacity aervice 

12 fro. an end uaer to an IXC's POP. We can alway• 

13 effectively collocate and use the LEC's loop and then take 

14 the traffic fro. that point, thereby keeping a fair 

15 portion, a great portion of the revenue on the LEC'• 

16 network. So there are two ways. 

17 Q But under one form of it, the RIC would not be 

18 appliedJ ian't that correct? 

19 A If a large cuatomer made a choice to use, or any 

20 cuato .. r aade a choice to use a dedicated facility, then 

21 the RIC would not be there. 

22 

23 

24 

25 

Q 

are they? 

A 

Q 

Certainly the IXCs are not happy about the RIC, 

I can't apeak for the IXCs. 

You weren't here when AT'T testified on Monday? 
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• 1 I was not. 

2 Q If I were to tell you that AT'T has proposed the 

3 eli•ination of the RIC, would that surprise you? •.. 
4 I guess not. 

5 Q So this guaranteed $4 billion, just how long do 

6 you think that'• guaranteed under even your scenarios? 

7 I .. aware of no proceeding that is underway on 

8 the state or federal level to phase out the RIC. 

9 Q What about at the FCC level? 

10 I aa not aware of it. 

11 Q Tbe FCC has indicated that the RIC was not going 

12 to be .. intained for a long period of ti .. ; isn't that 

• 13 correct? 

14 Tbe FCC having said that, I don't think they've 

15 said any .. chanisa for how it's going to be done or what a 

16 long period of ti•e constitutes. I don't know what a long 

17 period of ti- is. 

18 Q If the IXCs are opposed to it, don't you think 

19 tbat that vill bring pressure on the FCC to eliminate it? 

20 I think there are a lot of people who are also 

21 in favor of it, and that will bring pressure on the FCC to 

22 k .. p it . 

23 Q Who •ight be in favor of it? 

24 Tboae who are getting the revenue fro• it, the 

• 25 LBCs. I vould assume the LECs are in favor of the RIC. 
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1 COIIIIISSIONER CLARJ<: Mr. Andreas a i, how long d.id 

2 can tbe LECs be in favor of the RIC if competition ia 

3 introduced into the local exchange market and you are 

4 allowed to switch? In effect, you have a rate that is not 

5 coat baaed, it's an added charge to whoever aight use it. 

6 And vben you have competitors who don't have to c~arge or 

7 don't charge that rate, it puts them in a better position 

I to tat. cuata.era, right. 

t WITNESS ANDREASSI: I agree, to the extent that 

10 a potential coapetitor would not be subject to those 

11 rul... If tbere ia some fora of regulation on the 

12 av.itohing, tben I think there will be parity. If there is 

13 not, then the RIC certainly has to be addressed, 

14 especially since it's not cost based. I agree with you 

15 there. 

16 Q (By Mr. Fons) In that same sentence, 

17 Mr. Andreaaai, you go on to say that, "Given the 

11 aubatantial RIC revenues guaranteed to the RICa, the risk 

11 of anti-caapetitive pricing on the remainder of the local 

20 transport circuit ia high." Are you speaking froa -- in 

21 tbat aituation, speaking from any actual evidence of 

22 anti-co.petitive pricing by the LECs? 

23 A No, I aa not. 

24 Q Tbia ia just a theoretical? 

25 It'a aort of a means by which to safeguard 
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1 a9ainat potential, and I think the LECa have certainly 

2 faced aa.a thlnqa, I think Mr. Hendrix addreaaed 

3 y .. terday, for the potential abuses of a PIU, and aaybe 

4 .a.etblng abould be put in place to safeguard againat that 

5 arbitrage. What we're saying here is as a collocator, if 

6 we're 90ing to provide that circuit, there are atill 

7 pleoea of the LEC'a network that we have to buy froa the 

8 LIC, ve can only buy from the LEC, the only collocation 

t facllltiea. We think there should be some logic, aoae 

10 reaaonable relationahip between those two. so to the 

11 extent that the LEC haa the ability to price collocation 

12 facilitiea, aubject to their cost studies, I think that 

13 puta ua -- there aay be a potential for shifting of coat. 

14 

15 

16 

17 

18 

11 

20 

Q 

A 

Shifting coat• from what to what? 

Allocation of the costs across the network to 

ita tbe varioua ele .. nta, say from the local transport to 

the charge• tbat are applied to a collocator. 

Q How would they allocate these costs? 

A Via the charges that are assessed for 

collocation. 

21 Q Tbe coat for collocation. I am confuaed. Nov 

22 your atat ... nt aaya that "the risk of anti-competitive 

23 pricing on the r ... inder of the local transport circuit ia 

24 high.• I'• not --

25 A I think -- let ae take a step back. I think the 
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1 point I vant to aake is if you can effectively ahield the 

2 va•t aajority of your revenues at one point, it leave• 

3 you, I think, aore ability, or potentially aore ability, 

4 to price -- I'• not making myself very clear. 

5 Q I'• not •ure how the LEC is qoinq to ahield its 

6 revenue• 

7 A Hot •hield, but they're quaranteed. They're not 

I put at ri•k. That total part of local transport revenues, 

9 of tbat, tbe v,aat aajority of it are kept where the LEe 

10 ha• their .onopoly element, namely the switch. 

11 Q But that assumes that the LEC ia able to 

12 .. intain ita .onopoly? 

13 A It doea aaaume that. 

14 Q And you're aware that throughout the nation 

15 there ia action ongoing to remove the local aonopoly 

16 re•triction: ian't that correct? 

17 A I think once that is removed, then these other 

18 i•aue• need to be addressed again. 

19 Q So it'• juat a matter of time? 

20 A It ia a aatter of time. 

21 Q You go on to aay that, "A LEC could chooae to 

22 price it• trarwport aervices at a small fraction of their 

23 true co•t.• Do you have any evidence that the LECa in 

24 Florida are pricing their transport services at a aaall 

25 fraction of their true cost? 
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2 Q Are you aware of the requirements of this 

3 co.ai•sion that price changes by LECs require cost 

4 •tudies? 
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5 A Ye•, they do. And I am also aware that the cost 

6 •tudies are generated by the LEes. 

7 Q But everyone has an opportunity to look at those 

8 cost •tudies under confidentiality? 

9 A You are correct. Yes; they do have an 

10 opportunity to review them. 

11 

12 

13 

14 

15 

16 

17 

18 

Q And those are subject to challenge? 

A Ye•, they are. 

Q So it would be very silly for a LEC to, as you 

say, cboo .. to price its transport services at a saall 

fraction of their true cost and hope to get away with it? 

A For -- I think they are open, your cost studies 

are open to consideration, but I don't doubt that there's 

never been a point where some of the methodology has been 

19 disputed, and you've come to a resolution that aay not be 

20 -- Jlaka both parties very happy. would a LEC be silly to 

21 do that? sure they would. 

22 KR. PONS: I have no further questions. 

23 CHAIRMAN DEASON: Ms. Kaufman? 

24 MS. KAUFMAN: I have no questions, 

25 llr. Cbair~~AD. 
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liS. CASWELL: I do have a few questions. 

CROSS EXAMINATION 

3 BY liS. CASWELL: 
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4 Q Good aorning, Mr. Andreassi. I'• ~i• Caswell 

5 with CTB. 

6 A Good aorning, ~im. 

7 Q Doe• Teleport today provide, on an intrastate 

8 basis, any portion of what's today considered to be 

t avitcbed acceaa transport? 

10 A No, they do not. 

11 Q And why don't they? 

12 

13 

A 

Q 

It'• not allowed. 

And why ian't it allowed? 

14 A We have not been given authority by the 

15 ccmaiaaion. 

16 Q And 

17 A You1 re talking -- I'm sorry, you're talking 

18 intraatate? 

19 

20 

21 

Q 

A 

Q 

Yea, I'a talking intrastate. 

Yea. 

And did the Commission find that that 

22 restriction vas baaed in statute? 

23 A Not that I'• aware of. I believe the this is 

24 the reason for the proceeding, to see if it is allowed • 

25 Q So you believe if the Commission approves 
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1 expanded interconnection for switched ace••• aervicea, you 

2 will then have the ability to provide so .. portion of 

3 

4 

5 

6 

7 

I 

9 

awitched access transport; is that true? 

A The transport portion, yea. 

Q And you believe you can't provide that portion 

of transport today solely because of regulatory 

r .. trictionaJ is that true? 

A 

Q 

Yea. It's strictly a legal aatter, authority. 

You aaid it's strictly a legal •attar, but I'• 

10 aaking a di•tinction between law and regulatory policy. 

11 Do you believe --

12 A You'll have to excuse ~Y words. It is a 

13 r8C)Ulatory policy that we cannot . 

14 Q Okay, okay. And you also recommend that the 

15 CO..iaaion •hould allow AAV's to offer both special and 

16 •witched •ervice• between unaffiliated entities; is that 

17 correct? 

18 A Yea. 

19 Q And do you believe that restriction on service 

20 between unaffiliated entities is a ~atter of regulatory 

21 policy, or ia it based in statute? 

22 A I believe it's a matter of regulatory policy. 

23 Q Do you know if this Commission has aade any 

24 finding• with regard to its ability to take property, in a 

25 conatitutional aense? 
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1 A Under Phase I of this proceeding, the co .. ission 

2 ruled that it did have the authority to aandate or to 

3 require pbysical collocation. I know that's been put on 

4 stay, given what's happened at the FCC. 

5 Q So are you testifying that this co .. ission has 

6 found tbat it has the ability to take the LEC's property? 

7 A I don't think it's the question -- I don't think 

8 our interpretation of it is it is a taking of property. I 

9 think tbe arquaents of the FCC, and the argument the FCC 

10 

11 

12 

13 

put forth vas, vas the LEC being compensated for that 

space? Yes, they were. Therefore it was not a taking. 

don't consider it a taking. 

Q Do you know whether this commission has found 

14 that vbetber or not it has the ability to take the LEC's 

15 property, just that simple finding? 

16 A I just have a problem with the tera •taking of 

I 

17 property.• I think the Commission has found they have the 

18 ability to require a use of LEC property that is properly 

1t coapenaated for . 

20 Q Kr. Andreassi, at Page 11, Lines 3 and 4 of your 

21 direct testi•ony, you state that AAVs will build the local 

22 fiber optic infrastructure without the need for any 

23 special incentives that •ight be sought by the LECs. 

24 Isn't it true though that interconnecting with the LEC's 

25 network relieves you of the need to build extensive 
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1 network facilitiea to reach customers that you aight want 

2 to -rve? 

3 

4 

5 

6 

7 

A It relieves us of the need to build that la•t 

portion, tbat the LECs have the ubiquitou• network already 

built. It doea not relieve us of the need to build the 

network. 

Q Right, but by interconnecting with the LEC, you 

8 can reach any cuatomer on the LEC's network, without the 

t need --

10 A Any cuatomers served by that central office. 

11 Q And in your direct testimony at Page 11, you 

12 indicate that AAVs provide the insurance again•t network 

13 failure or diaaater that LECs alone cannot. But when an 

14 AAV interconnect• with a LEC network, and that LEC'a 

15 network 9oea down, doesn't the AAV service also go down? 

16 A It depends where it goes down. If it goe• down 

17 on the other aide of our collocation facilities, then, 

18 yea, that place 1• not redundant, but any point after that 

lt where you've 90t a circuit coming from the LEC and a 

20 circuit 90in; to us, then that's redundant. If the LEC 

21 9oe• down, our• ia still up: if our goes down, the LEC's 

22 ia atill up. That'• where the redundancy come• in. 

23 Q Okay, but in at least in some instance• if our 

24 aervice goea down, yours does too? 

25 A On the portion between the customer'• pre•i••• 
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1 and your central office, yes. 

2 MS. CASWELL: That's all I've got, thank you. 

3 CHAIRMAN DEASON: Mr. Tye. 

4 

5 

6 

MR. TYE: No questions. 

CHAIRMAN DEASON: Mr. Wiggina. 

CROSS EXAMINATION 

7 BY MR. WIGGINS: 

8 Q Just a couple. Mr. Andreassi, are you an 

9 attorney? 

10 

11 

12 

13 

A 

Q 

A 

Q 

Ho, I aa not. 

Congratulations. 

Great pride in saying that . 

But you're still an economist, aren't you? 

14 A Yea. 

15 Q You've been asked some questions about what you 

16 can and cannot do under Florida law. I would like to 

17 

18 

19 

20 

21 

22 

23 

24 

25 

addreaa what it ia -- what it is exactly you would plan to 

do. In tranaporting awitched traffic from a collocated 

point to an IXC'a POP, your customer would be the IXC; is 

that correct? 

A Yea, it would. 

Q Ia that a point-to-point service? 

A Yea, it ia. 

Q Ia that for a telecommunication purpose? 

A It aure ia. 
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I• it exclusively to the use of that custo .. r? 

Ye•, it would be . 

KR. WIGGINS: I have no further question• . 

4 CHAIRMAN DEASON: Staff. 

5 CROSS EXAMINATION 

6 BY liB. CANZANO: 

7 Q Good aorninq, Mr . Andreassi. , . 

I A 81. 

' 
10 

11 

12 

13 

Q Have you received a document prepared by Staff 

con.i•ting of Teleport's responses to Staff 

Interrogator!•• Nos. 1 through 18? 

A Ye•. 

Q Have you had a chance to review this document? 

14 A Ye•, I have. 

15 Q Wa• thi• information prepared by you or under 

16 your •upervi•ion? 

17 A Ye•, it was. 

18 

19 

20 

Q 

A 

Are there any corrections to that docuaent? 

No, there are not . 

MS. CANZANO: We would ask that this be aarked 

21 for identification as an exhibit at this time. 

22 CHAIRMAN DEASON: It will be identified as 

23 Exhibit Mo. 41. 

24 

25 Q 

(Exhibit No. 41 marked for identification.) 

(By Ka. Canzano) Mr . Andreassi, the FCC 
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1 requires Teleport to file interstate tariffs: is that 

2 correct? 

3 A For particular services, yes, they do. 

4 Q What type of services? 

5 

' 
7 

A DS1, DSO, DSJ, high capacity services. 

Q I'a •orry? 

A DS1, DSJ, oso, all types of high capacity 

8 

9 

service•, pretty auch everything we've been given 

authority to provide. 

10 Q Do the•• tariffs contain all the rates and teras 

11 and conditions of Teleport service offerings? 

12 A Yea, they do • 

13 Q Ha• Teleport always been required to file 

14 interstate tariff•? 

15 A For those services. 

16 fact, originally we were not. 

Well, no, as a matter of 

I'm sorry, strike that. 

17 Yea. Ye•, I aa •orry. Yes. I was confused. 

18 Q Wby did the FCC require Teleport to file 

19 tariff•? 

20 A I believe there are common carrier regulations 

21 for providing tho•• ••rvices. 

22 Q Aaauae the Coaaission mirrors the FCC'• July 

23 25th order requiring aandatory virtual collocation with 

24 the LEC option of providing physical collocation. If the 

25 LBC choose• to offer physical collocation, should it still 
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1 be required to tariff floor space for physical 

2 collocation? 

3 A Yea. 

4 Q Wby is that? 

5 

6 

7 

8 

9 

10 

Pretty auch any element of physical collocation 

that'• .. de available should be done that's generally 

available, abould be done via tariff by a LEC. 

Q Do you have a reason for that? 

A I think it's to ensure that anyone who wants to 

interconnect knows what the price is, pays the same price. 

11 Q What it the Commission were to allow the LEC& 

12 and the interconnectora to negotiate the type ot 

13 colloca~ion a9ree .. nt? 

14 A Pbyaically? 

15 Q Pby•ically or virtually. 

16 

17 

18 

19 

20 

21 

22 

23 

A 

Q 

Yea. 

Your response would be the same? 

A Yeah, and I think that's what the FCC has said 

in tbeir order, that once a deal has been negotiated, it 

should be tariffed and aade available generally. 

Q What are the benefits of extending 

interconnection to the DSO level? 

A It's a benefit in that, again, it allows another 

24 el ... nt of our network to be utilized, in this case a 

25 .ultiplexer. Ri9ht now it I don't have a DSO interconnect, 
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1 I bava to purcba .. aultiplexing from the LEC and drive a 

2 DS1 croa• connect. If I had a oso cross connect, I could 

3 cro•• connect at that the level, quote, into my 

4 collocation facilitie• and use my multiplexer. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Q Will ... 11er businesses benefit if the 

eo.ai••ion order• DSO interconnection? 

A I believe •o. 

Q Doaa Teleport currently have any DSO 

interconnection arrangements in any of the states in which 

it operata•? 

A I believe we've negotiated some, primarily I 

think in the AaeriTec region. 

Q In vbat region? 

14 A AaeriTec. 

15 Q Wbat •tate i• that in? 

16 A Illinoi•. If they haven't been implemented, 

17 they're under negotiation, I'll put it to you that way. 

18 Q GTE Florida'• witness, Mr. Beauvais, on Page 38 

19 of hi• te•tiaony, of hia direct testimony, states that 

20 •However, practical conaiderations with regard to space 

21 conatraiat•, particularly in vault space and entrance 

22 facilitiaa to LIC central offices, implies strongly that 

23 expanded interconnection• should be limited,.~nly to fiber 

24 optic technol09J.• Do you believe that expanded 

25 interconnection to the DSO level will accelerate space 
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1 exbawation in the central office? 

2 A No, anc:l I think that was a point of confusion in 

3 ay teatiaony. We never advocated pulling copper into the 

4 cable vault over risers and racks. We said, we are 90ing 

5 to bring fiber in the central office. The DSO 

6 interconnections we want to the other side. We want that 

7 circuit derived froa the switch, and we don't think it's 

a going to accelerate apace exhaustion. 

9 Q Did the FCC require LECs to file DSO 

10 interconnection in their interstate tariffs? 

11 

12 

13 

A 

Q 

A 

No, they did not. 

And why not? Do you know? 

I believe they left it up to a bona fide request 

14 froa an interconnector to a LEC. 

15 

16 

17 

MS. CANZANO: Staff has no further questions. 

CHAIRMAN DEASON: Commissioners? 

COJIIIISSIONIR CLARX: I have one. Mr. Andreaasi, 

18 I didn't understand the sentence beginning on Page 11, 

19 Line 17. Would you explain that more? It starts, 

20 •auaineaaea also use the services of AAVs ••• • 

21 

22 

23 tbat. 

24 

WITNESS ANDREASSI: Strategic security? 

COMMISSIONER CLARK: Yes. I don't understand 

WITNESS ANDREASSI: Well, given the way the 

25 coaaunicationa .. rket ia evolving today, you may have a 
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1 coapetitor, aay it'• an information service provider, and 

2 aay a LIC al•o provides similar services. Now that 

3 infozwation -rvice prov.ider can only get their local 

4 teleaa..unication• need from their main competitor. What 

5 ve could offer to th .. , as well as having a redundant 

6 network vbicb ve call on operational security, strategic 

7 aecurity al•o, which says you can get part of your 

a somebody who is other than 

9 your co.petitor, •i•ply put. 

10 CHAIRMAN DEASON: Redirect? 

11 REDIRECT EXAMINATION 

12 BY liS. IIARRERO: 

13 Q Kr. Andrea••i, concerning Teleport's FCC 

14 tariff•, doe• Teleport file specific rates for it• 

15 

16 

17 

18 

19 

20 

-rvice• at the rcc or banded rates? 

A Banded. 

Q In Plorida, does Teleport provide switched 

access services? 

A Absolutely not. 

Q Doe• Teleport have a switch in Florida? 

21 A No, they do not. 

22 Q Given those facts, does it make sense for a LEC 

23 to d .. ire to collocate with Teleport for the provision of 

24 local transport? 

25 A No. 
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1 Q Tberefore, is the issue of reciprocity -- does 

2 not tbe isaue of reciprocity, is inapplicable in this 

3 proceedincJ? 

4 

5 

A 

Q 

Yea. 

llr. --

6 CHAIRMAN DEASON: Let me ask a question. I'a 

7 confuaed becauae I thought earlier you said that you do 

8 bave a avitcb. 

9 WI'ftiESS ANDREASSI: No. 

10 CHAIRMAN DEASON: You do not have a switch in 

11 Plorida? 

12 WITHESS ANDREASSI: No, we do not • 

13 CHAIRMAN DEASON: You said something about you 

14 have tbe .... switches as the LECs have. 

15 WITNESS ANDREASSI: If we were to provide -- if 

16 we were allowed to provide local exchange services, the 

17 point I waa aaking is could we -- in my three-prong test, 

18 econa.ic, technical and legal, technically speaking we 

19 probably utilize the aaae type of equipment that the LEC 

20 doea, therefore we think we could connect to thea. So if 

21 we were allowed to provide local exchange services, would 

22 a technical iasue arise? No, it wouldn't , because we have 

23 the .... avitches, probably, that the LECs use. 

24 CHAIRMAN DEASON: I misinterpreted your answer 

25 then. I thought you aaid it was the three-prong test, one 
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1 vaa legal, and then there was technical and there vas 

2 econaaic, and that if the legal barrier were reaoved, that 

3 you already bad the technical capability to do that 

4 becauae you bad the saae switches as the LECs, but you do 

5 not bave avitchea in place? 

6 WITNESS ANDREASSI: We do not have any in 

7 Florida. 

8 Q (By ... Marrero) Mr. Carver asked you certain 

9 questions concerning the FCC's virtual collocation 

10 aandate, and Teleport's position that virtual collocation 

11 aandate abould include a requirement that the collocation 

12 be technically, operationally and economically coaparable 

13 vitb phy•ical collocation. Do you recall that? 

14 A Yea, I do. 

15 Q In your opinion, are there any benefits that 

16 would be gained for carriers and customers if the 

17 ca.aiaaion adopta TOG'• poaition rather than the FCC's 

18 •tandard? 

19 A Yea, I believe there would be. And I would fall 

20 back to aa.e collocation experience that TCG had in New 

21 York in the late eivhtiea. We had virtual collocation 

22 setups. And without a clearly enunciated standard, you 

23 were constantly on the phone bickering with New York Tel 

24 as to gettin; circuit• provision, getting them repaired, 

25 et cetera, et cetera. It wasted their time and it wasted 
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1 our tt.e. If there would have been a clearly defined 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

virtual collocation standard in place, I don't think that 

would bave happened. Furthermore, the end reaul t of that, 

NYNBX got fed up and we got fed up and they finally just 

tariffed physical collocation. It was better for thea and 

it vas certainly better for us. 

Q Do tbe types of disputes that you entered into 

and experienced in New York, do you believe they could be 

avoided if TCG'a virtual collocation standard were put in 

place? 

A Yea, I do. 

13 reaaona: 

MR. CARVER: Excuse me. I object for two 

one, I think the witness is being led. I 

14 excu .... , I also object because I think at this point the 

15 witness is auppl ... nting his direct testimony. I think 

16 this goes beyond the scope of cross examination, and if 

17 be's going to auppl ... nt his direct, then I would like to 

18 be able to recross hi• on the new testimony that he's 

19 giving. 

20 CHAIRMAN DEASON: Respond to the objection. 

21 MS. MARRERO: Yes, I do. I believe that 

22 CHAIRMAN DEASON: First of all, I'm not 

23 concerned if it'• in his direct or not. I'm concerned 

24 whether this aatter vas raised on cross examination • 

25 MS. MARRERO: The issue of TCG's virtual 
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1 collocation standard was raised in cross . 

2 CIIAXRIIAII DEASON: Mr. Carver --

3 KR. CARVER: It was raised in a very liaited 

4 faabion. Tbe witness is now going on and talking about 

5 their experience in New York which is something that 

6 wasn't in the direct testimony. 

7 CHAIRMAN DEASON: I'm going to allow the 

8 questions. Kr. carver, if you feel the necessity to 

t engage in further cross examination as a result of this 

10 line of questioning, I will review that at the time. You 

11 aay proceed. 

12 

13 

MS. MARRERO: I have no more questions. 

CHAIRMAN DEASON: Mr. carver, do you have any 

14 questions? 

15 IIR. CARVER: No, sir. 

16 CHAIRMAN DEASON: Exhibits? 

17 MS. CANZANO: Staff requests that No. 41 be 

18 .oved into tbe record. 

lt CHAIRMAN DEASON: Without objection, Exhibit 41 

20 is adaitted. Thank you, Mr. Andreassi. 

21 (Exhibit No. 41 received into evidence.) 

22 MR. CARVER: Mr. Chairman, I apologize. I do 

23 have one question, one point of clarification on the new 

24 aatter that be raised, and I apologize for my tardiness, 

25 but --
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1 CHAIRMAN DEASON: Very well. Mr. Andreaaai ia 

2 atill at the •tand. 

3 WITNESS ANDREASSI: I should have moved faater. 

4 RECROSS EXAMINATION 

5 BY IIR. CARVER: 

6 Q Mbat you've testified to just now was a problea 

7 that you believe c ... about as a result of not having 

8 atandarda1 i• that correct? 

9 A Clearly defined virtual collocation standard. 

10 Q Ian't it true, though, that the FCC did dictate 

11 

12 

13 

14 

•tandarda, but they are simply different standard• than 

the onea you vant? 

A Yea, they are. 

Q So there are standards. They ' re just not the 

15 one• you want? 

16 A They're not as well defined as we would like, 

17 yea. 

18 

19 

MR. CARVER: Thank you. 

CHAIRMAN DEASON: Ms. Marrero? Very well . 

2 0 Thank you, 11r. Andreaaai. 

21 (Witneaa Andreassi excused . ) 

22 

23 

24 

25 

* * * 
CHAIRMAN DEASON: Mr . Fons? 

MR. PONS: Mr. Poag. 
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1 F. BEN POAG 

2 waa called aa a witness on behalf of United Telephone 

3 co.pany and Central Telephone Company, and having been 

4 duly .worn, testified as follows: 

5 DIRECT EXAMINATION 

6 BY Jill. POliS : 

7 Q Kr. Poag, I believe you were present when all 

I the witneaaea were sworn earlier; is that correct? 

9 A Yea, that's correct. 

10 Q Would you please state your full name and your 

11 buaineaa addreaa? 

12 A Ky naae ia F. Ben Poag. My busineaa address ia 

13 Box 165000 Altaaonte springs, Florida, zip 32716-5000. 

14 Q And by whoa are you employed and in what 

15 capacity? 

16 

17 

11 

19 

20 

A I'a eaployed by Sprint/United and Centel 

Telephone Company. I'm the director of tariffs and 

regulatory. 

Q And Mr. Poag, did you have cause to have filed 

in this proceeding direct testimony consisting of 19 pages 

21 of questions and answers on May 2Jrd, 1994? 

22 A Yea, I did. 

23 Q And are there any changes or corrections to that 

24 direct teatiaony? 

25 A Yea, there is, and I need to get that book. At 
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1 tbe bottoa of Paqe 17 there is a question relative to the 

2 proposed intrastate private line special access tariffs. 

3 Tbe anaver at the top of Page 18 needs to be revised as a 

4 result of what's happened at the interstate level, and the 

5 anaver, instead of being yes, would be no, and the reason 

6 is is that the tariffs need to be modified to remove the 

7 pbyaical collocation requirement . And that would the 

8 r .. t of that answer from Lines 1 through 7 should be 

t struck. 

10 

11 

12 

13 

14 

15 

16 

17 

Q 

A 

Q 

And substituted as you just indicated? 

Correct. 

Any other changes? 

A There was a rate reduction in our switched 

access and special access charges, which would reflect a 

very ainor chanqe in the percentage that was presented on 

Page t, and at that point in time we were showing for 

united so .. $315 aillion, or approximately 45t of total 

18 United revenues are attributed to interstate and 

19 intrastate access services. That 45\ would decrease by 

20 about a percent or a little less. 

21 Q So you're talkinq about Line 6? 

22 

23 

24 

A 

Q 

A 

Yea. 

And then 45t should be something less than that? 

It was over -- it was spread over a base of 

25 $760 aillion and there was about a $4 million annualized 
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1 reduction in 1994. So it's less than a percent. 

2 

3 

4 

Q 

A 

Q 

Any other changes? 

llo. 

And if I were to ask you the saae questions 

5 today, would your answers be the same today with the 

6 chang .. you've just outlined? 

7 

• 
A Yea • 

KR. PONS: I would ask that Mr. Poag's direct 

9 t .. tiaony be inserted into the record as if read. 

10 CHAIRMAN DEASON: Without objection, it will be 

11 ao inaerted. 

12 Q (By Mr. Fona) Mr. Poag, on July 15, 1994, did 

13 you cauaa to have filed in this proceeding supplemental 

14 direct teatiaony consisting of four pages? 

15 

16 

17 

18 

A 

Q 

A 

Q 

Yea, that'• correct. 

And are there any changes to that testimony? 

llo. 

If I were to ask you the same questions today, 

19 vould your answers be the same as set forth in that 

20 auppl ... ntal direct testimony? 

21 

22 

A 

Q 

Yea, they would. 

I would ask that Mr. Poag's supplemental direct 

23 teatiaony be inserted into the record as if read . 

24 CHAIRMAN DEASON: Without objection it will be 

25 ao inaerted. 
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UNITED TELEPHONE COMPANY 
OF FLORIDA 
CENTRAL TELEPHONE COMPANY 
OF FLORIDA 
DOCKET NO. 921074 - TP, PHAS E II 
F ILED : Ma y 2 3 , 1 994 

BEFORE THE FLORI DA PUBLIC S ERVI CE COMMISSION 

PREPARED DlRECT TESTIMONY 

OF 

F. BEN POAG 

Q. Please state yo ur ndme , prPs n t po sition, and b usiness 

mailing addres s. 

A. My name is F . Be n Po .tg . 1 a m e mp1 e ye d as Director- Tariff 

and Regulatory Ma nagerru·nt. t 0 1 1111 i t t"•<i Te l e pho ne Compan y of 

Florida . My bus ines:; 11r1i I inq .uicJ1· ss is Post Of fice Bo x 

165000, Altamonte Spd1gs , Pl t> l id,1 1/.7 16 - 5 000. 

Q. What is your bus iness ~xpP : i · ·nc··· and Pducati o n ? 

A. I have o v e r 25 y e .:n :: • ·x •• ·1 •· ·1•• ·• · i 11 t he telecommun icatio n s 

industry . I started mt career with So uthe r n Bel l , where 

I held positions in •arketi nq, Eng ineering, Training , 

Rates and Tariffs, Pu b. i c Rcla t i o ns , <~nd Re gulatory . rn 

May 1985, I assume d a pos i t i o n wi t h Un ited Te lepho ne 

Company of Florida ts Di t·e Lo t Revenue Planning and 

Services Pricing . I :teld the positio n u n til Fe bruary 

1988 , at which time !was appo inL ••d I () t he p osi t i o n ot 

Director-Tariffs and regu la tory. I 11 J a nuary 1990, t he 

pricing and tariffs or~nizations w r combined a nd I was 
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appointed Director Rr v 'nw· P Lcmning and Regulatory . In 

June 1993, in conj u n c: t ion wi t h a r est ructuring, I have 

assumed new responsibili ties a nd title. In my current 

position, I am r e spo ns ibl e 

regulatory matters. .1111 <l 

f or costing , tat· if f s nd 

cp .tduat e of Geo rgia State 

Universi ty with o Odc hv I o r ' s Deg t·ee i n Business . 

What is the purpose o f yo u r •· s t i mo ny ? 

The purpose of my 1 1·};1 i uumy 1 :• 1 ., .. 1ddre ss o n beha l f o f 

United Te l ephone Company o f Fl o rida ( 11 Unite d 11
) and 

Central Tele phone Cornr<~ny o f Fl o l'ida ( " Cen tel " ) , 

collectively referr e d to as " L il t:! Cc rnpanies ," the s e v e r al 

issues that have been ,l s~; i g rw d 1 o b · d ec ide d in t his 

phase of the Expande d lnlf"t cunn• ' <"1 i o n docket . Because 

Phase II is concern t>d wi th s wit c hed cc~ss 

interconnection , my t est imo ny wi i I , n•·<·t·:;sa d ly, address 

those issues that dre tiWil ch·~ <.J .wc .->ss s pecific , such as 

issues relating to l o ca l t ranspo : 1 r·esl· ructure ( LTR) and 

the tariffs which have ,,.. .. ,--. n t i L··d t.o make t he price 

structure of intrastate s wi l ·h ··cl o~ c ' ( 't•r; ~; con s j s t e nt wi t h 

its interstate coun terpart , as Wl ·l 1 . • ~; t hn :1e i ::; ::; ues which 

are related to t he imp! "'IIPIII . 11 t llll ol ! :;pecid l access , 

including United ' s and Cente l' s p r o po s,·d fl e x ib i P pl'i ·ing 

plans . 

2 
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It ma y appe a r that som· o t my Ltst imony i n Phase II is 

repetitive of my testimony in Pha s e I; t his is necessar y 

because many of the issues i n Phase I I a r e the same as 

those in Phase I a nd dese rve si milar t r e atme nt. Howe ver , 

even more so than in Phase 1 , t he imposition of s witched 

access interconnectio n t ' qui r- •me nt s o n t he LECs wi l l 

significantly i mpact United':: d u d Centel ' s abi l ity to 

maintai n the c urre nt p r i c i ng di s pa rities between 

intrastate a nd i nte r state s witc he d ac ess a nd t he c urre nr 

prices for ba s i c r es id€·n Lid l l o ·,j ] ·xc::hange se r v ice . I 

address those s i tuations 

testimony. 

in SOli\ detail i n t his 

Q. Under what circ ums t ances should t he Commiss i on impcse t he 

same or different forms a nd condi t i ons of e xpanded 

interconnection t han t he F . C . C. ? 

A. In view of the user ' s ability t o send bot h i ntrastate a nd 

interstate tra ffic a c r oss the same fac i lity, t he ter ms 

and condition s for use of the fr~c i.li y s hould be t he same 

regardless of jurisdict i on, t o <~vu id f o t"um s hopping. 

However, b ecause the FCC' s pric ing flexibi l ity plan does 

not provide adequate f lexibil .i ry fo r app t opria t e Compa ny ­

competitive responses , t his Commission s hould no t limi t 

the Compan ies ' pric i ng fl e xibility. Thi s action would be 
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consist e nt with t he Commissior1' s ~t ior d ecis i o n in Phase 

I of this proceeding wh ich did not a do p t t he FCC ' s 

limiting requirements for i ni t iating zo ne densit y 

pricing . Altho ugh Uni ted a nd C n t0 l belie ve t ha t t he 

FCC's approac h is t oo limiting , t he Companies ha ve f iled 

private line and special a ccess fl e xibl e pri c ing pla n s 

which mirror their i nterstat e plans beca use t ha t i s wha t 

this Commission ordered be done i n .its Phase I F i nal 

Order (Order No. PS: - 94 - 0285 - FOF TP , i s::;ue d March 

101 1994) • 

In addition, as was statPd i 11 my Phctse l testimo ny , t he 

price floor for t he Compan i C!S ' c ompet i t ive a ccess and 

private line services s ho u ld b,.. i nc r me n ta l cost , rat her 

than the price floors i mpose d by t he FCC . The a ppro a c h 

proposed by the Compa n i e ::; i~; ::irnil.1 1 t o that containe d in 

the Companies' intrastate t .1 r·i : ( for contract s e r vice 

arrangements (CSAs ) . Howev~t, pric ing flex ibil i ty fo r 

switched access s ho u ld be b<~: ; • !d o n t he c ustomer ' s zo ne 

and not limited t o a n ind ividu,tl c ase - by - case c usto me r 

basis. 

As the Commissio n r ecogn1 zed i 11 Ph :>•: 1, wi t h resp~ct to 

private line and :-~pel'iL~l tl e x ibte pricing 

approaches, this Commissio n should also autho r i ze 

4 
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flexible pricing plans for s wi t c h•' <i .lCTPss se rvi ces that 

go beyond CSAs. As I will disc uss lat~r in t hi s direct 

testimony, a different approa c h l r o m \SA pricing is 

warranted because CSAs were autho r i z r:d by t.he Commiss i on 

at a time when a ccess byp<l s r; by i nr •·r · ·xt ·ha nge carriers 

(IXCs) was prohibited in v ry narrow 

circumstances - and the al ternat i v "! acc~ss vendors (AAVs ) 

had not yet arrived o n the s cerv =- in Fl o rida. 

Q. Is expanded interconnect i o n f c>1 !;w rr r-il •·cl o~ ( ·cr·r-:s .in Lhe 

public interest? 

A. United and Centel support e xp nd··rl inLC" t·connecti o n f o r 

switched access, p rov ided , llo w•·v··r , t ll.tt rtl L parties a t·e 

given the same opport un i ties to compPt e 0 11 t he basis o f 

price, quality and t e c hno l ogy. This qu.11 i ( i e d suppo rt is 

based on the premise t hat inr r ~as~d competition is 

inevitable; the issue is not wh•: ' h··r t h r· e s ho uld be 

competition, but rathe r, whf' t l1•· r tIt· · p . w•· o t ( ' !JIItp t ·t it i o n 

should be acceler ate d 

interconnection and what 

l' y 

w j 11 

o1l I o wing 

1,,. 

expand~d 

rrns o f 

competition. The Companies furth~t b··l i •·v•-: haL, in t he 

long run, the compet i tive provisio ning o f s w1tched a ccess 

transport service is in tht publi t: i rH•' r ~s t a nd will 

provide customers the b e nefits o f pl'o du t:L innovation, 

5 
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higher quali ty SP IV i< ·t~ , ne t wo rk dive rsity , r.Hld ) O W•• ! 

prices . These b rw f i 1 :; wi 11 b xtend e d to a large t set 

of c u s t o me r-s thdn j u:~ t r h0 " large vo l ume " cus tome r s 

explori ng these rtl tt.:n1.:tti ve s today. Ho we ve r, e nd users 

that are a ble t o ta k· · .tciva nt ·19"' o i: th price bene £ its o f 

expande d i n tf'l c·o nn-::• 'tl u l dlternatives wi ll pay l e s s , 

while tho s e customr1 s who do no t qualify f o r e xpand ~d 

interconnectio n Jlt•·11..1 t i v··~; rndy pay mo re for t heir same 

servi c e . 

Q. How will e x panri<' d i "' . . , ··••1111•·•·1 1o 11 .d l 'Ct t he Companies ' 

revenues a nd tlw g ·nt·l d I body o f l"at e payers? 

A. In it s Ma rch 1 0 , l 1J<J1l. 0 1 01;;! , . in Phase r o f t h i s 

proceeding, t he Conuni s ::; ion st t e d that it share d 

"United's concerns : • ·q.t 1 d i nq t he i mpact o f cross 

elasticity between s w1 1 c hr·d .Jncl sp"cial access serv ices 

and how it will affec L EC' : •·vr·nups <1 nd t he gen ral body 

of ratepaye r s. " C Fi11 o~ l 0 1d•·1 No . PSC - 94 - 0285 - FOF - TP , 

page 22.) 'fhe Commissio n .tl : ;o m>l .... 1 hdt s witc h "d a ccess 

will be addresRed in Pll o~ :> • · I I . It i s , t here fore, 

appropriate that t he Cormnis:; 1 o n now unde r take a t ho r o ugh 

examination of how .mci r •' wll.l t · ·xt •" lit t h•·:>~ pt o-

competitive po J i c y d t·t· i :; i 11 11 ~: w i 11 i. mpac t traditional 

residual ratemaking policies . 
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,. 
1 As I noted i n my d i r·ec tr·sL imo ny in Phase I, this 

2 Commission, i n it s co tmn·n s p r o v i d t·d i n Docket No . 41 -

3 141, dated August 5 , 19~1 , wi h rngard t o nwitc he d 

4 access, state d : 

5 We believe t hat t h·· t r <~ n: :a : t>n o s wi c he d 

6 a c cess competiL.i o n may b·· .i n•.:vi <1ble , ho we ver , 

7 this change should ocr ur wiLh yreat cautio n. 

8 The openi ng up o f t h· · ::w r t dtt·d II•..! wo rk could 

9 potent i a l ly ha vp pr o l u u11d •·l f <·l'l ~; o n l he l ocal 

10 exchange compani es <lnd the local servi c e 

11 subscriber. Most o f t h ~::;~"· irnp.w t ~ wil l r·e su l t 

12 from cha nges in h i :,;t o r i c·.1 I ~~~·~ t- ulq o ( sf' r·v i ces ,,-· 
13 and t he c hange in l oct~ l n· ·t w•H k usage as a 

14 result . As r e g ula t o rs w·• c.T"dlt·d t he econo mic 

15 incentives that a r·e cu rr · ·nt l y pt · ·s~nt i 11 the 

16 telecommunic a tions marke t . t h•' l · • t o r ,., , it .i s o ur 

17 resconsibi lit y to m:itig.ll• · tillY •'Xt P ..!rne e ffects 

18 to the local e xc ha ng•· · ·nrn l illY o r L he J o c al 

19 service subscriber s tht o uqh p r udr>nt acti o n s . 

20 (Emphasis adde d. ) 

21 

22 In these comments t h is Cornrn .i r;:;i n n · ·o rr• ·c·tly , ... c ogn.iznd 

2 3 the dilemma that r esul ts wh"ll · ·• llnp. ·t it t o n i s intt·o duced 

24 for service s whic h h isto1. i c:1J J y h.lV•' bPen p t·i ced t o 

25 provide contributio ns t ha t : :1.pp u rt h··low t'l ) :; t bas i c 

• ., 
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reside ntial servic •' S . That: i:-;, as t hese hi s r o r· ic<~l pr IC'• ' 

supports an" •· r·n d··d l •y . w ,·· ·:::; <·ompet i t ion , t he prices o f 

subsidized s e t·v ic·'~; . :;uc h t~S loc al dial ton e , wi 1 1 

necessarily h~vr-> t o l>c• i IHTc·,1sr->d o r o t he r sources o ( 

subsidy will h.w •· I ll ho· f o und. Howe ve r, t he true 

economic be ne ! it :; o f <·o mp•·t it ion wi ll not be r ea lized if 

pricing supports at·e no t r mo vPd and a ll compet itors are 

not allowed t o pr i c e bas~:::rl o n r e l at ive economi c costs . 

Commission - imposed . a r.·L iIi c i .-11 1 y high acc~ss rates serve 

as a pric i ng umbr · ·1 1.1 I o r Jll •· l t i c i e n t p r o duce r s t o e n ter 

the market and be pr·o f it d bl"'". This prof itability will, 

in the long-run, b e .H I ht · r•xpe nse o f t he C'ompa ni s • 

customers for othe r· ! :1 r vi , .. •! :. 

The FCC, r ecogniziug i n ._: r·e asing compe titio n 

associated with i u; "Xp.tndo•d inte r connect i o n o rde r, 

atte mpte d t o mit iga t· th• · pu t c·ulial 1oss o f interstate 

local transport access cont 1 i bu t i o ns to othe r se r v ice s 

through the impositio n o f: Lh•· 1 esid ual interconnection 

change (RIC) . The RI C pt· i c i ng P] - rn "nt , ho we ve r , must be 

eliminated in time. lL i :.; dl l o~r Lilic ia l pric ing e l e me nt 

that c reates incentives f o r i l s a vo idance a nd c anno t 

exist in a competitivP ··nvi r <lfllll•·nt 

The Companies' concerns ,u·~~ no t ::iqnit i <".mt ly dit tert•nt 
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from tho s e st .:.1tr·d ''' rh· · c·n rnmi::::ion' u .-lJo ve stated 

comme nts a nd 1 vo lv" d ~ound the amoun t of reve nues at 

risk due t o e xpa ndPd inl•·r <·o rn r•·<·t i o n as proposed for both 

special and s witc he d a cc:ess il llci t· he l e ve l of con tribution 

these services mak '!! t o t h · · <·o v•·rage o f t he Companies ' 
IJ'J t ... 

overhead costs. Somf- $31'> rni II i o n , or approximatel ~4 '5\, 

of total Unite d t·e v nr• •·:; "''' "' Lr ibuLe d to i n terstate and 

intrastate specia l and s w it c:he d access s e rvi t::es. 

Likewise, $86 .5 million , o r 50 %, o f Centel' s total 

revenues are attr ibutabl e o inte rstate and intrastate 

special and s witc he d .JC:c ••s:-; :;•>r vi c: •s . 

The loss of even ;..~ :an. a I I p 11 t t 1 HI o l J:Juc h a signH i cant 

revenue source could place upward pr J ce pressure o n the 

Companies' other services , no tably l o ca l e x c ha nge service 

rates, and ma y i mp.wt I lr• • C ·, J(II ) J.tll i ' ·::' e rm 

f inancial v iability .;~nd pl.u r:: 1 , , <·o nt Jnue with planned 

infrastructure i mprove me nt s . Th "' Companies' c usto mers , 

especially reside n tial and :; i nq lf' line business 

customers, will be di s<~dv.tnt.tq•·d i f th r:! C'ompa nJ e n are not 

granted the pricing II ·· x II " I r t y flf• ••dt-'d Lo meet he 

competition fostere d by expandl~ int ''t·c:onnectio n tor both 

special and switched a ccess n,, r vi c··· ~:. 

What conditions create po:;~; i bJ l ity t hat t he 
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introduction of expande d s wi Lc hc d a nd s pecial access 

interconnect i on will impact basi c s e rvice prices? 

A. In analyzing ho w t he i ntr·o rltwt i o n of e xpanded s witched 

and special access has t he pot~ntial for impacting the 

price of basic telephone s rvice , the concept of 

"universal service" mus t be conside r ed . The Federal 

Communications Act of 193 4 (47 u. s .c . § 1 , et seq.) ( t he 

"Communications Act") states a s o ne of i ts goals, "to 

make available, s o far as possible , to all of the people 

in the United States as rapid , e ffi c ient, Nation- wide . 

communication s e r v i ce with ad(;:quate facilities at 

reasonable charges " This goal is often referred 

to as the "universal serv ice " goal a nd has been 

considered essen tial nol o nly in recogn izing t he 

importance of individual customers having access to a 

telephone at affordabl e ta t,·s , I Ju L illso t he value to t he 

entire telephone syst e m o f eac h c ustome r being able to 

reach the largest possible numbe r o f othe r telephone 

customers . In meeting this po lj c y g oal, it is considered 

to be in the public intere st t o provide affordable rates 

uniformly to all c laGSP:'; o t ' 'lt::t o""! lllt ' I:: l d l h· ·r I hdll PI i V t' 

targeting of specific c usto me r c lasses . In an 

increasingly competitive e nv ironment , as the level o f 

subsidies dec line , the r e rnai ning sub s idies s hould be 

10 .. ... 
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targeted t o o n ly the econo rni c al ly d isadvantagc::d t ha t 

require a subs idy . 

The basis of the Compa ni es ' concern is t hat , in 

competitive markets , t h•· romp•· t i 1 0 1 :; wi J I seek t o att ract 

those customers who have t h gr~atest potential for 

generating the hig hest p r o (i l mo~t·g in. 1 n t he con tex t o f 

telephone service , this me ans t hdt. rho s e e ntities , e ither 

AAVs, cable compani es o r l a t·gt::> c ustomers , who will gain 

direct access to the Cornpa ni• 's ' r·e n tral o ffices , will 

seek to serve the m::•• I v •::; o t c u::;L o rnf,:: ts who a r e being 

charged access servic:P t·at.·s :c;ubstanr j a lly higher than 

their costs . As con tribut i o ns h o rn dc:c:ess serv ices to 

the Companies' overhead cost~ dl "' dirni. n ishe d , t here will 

be upward pressure o n t h•:! 1·at es o f 1 he Companies' othe r 

servic es , inc ludi ng basj c: ::•·rv i t·· · . 

Historically, t he Co mpani s ' s·~ t· v i c P ra t e s ha ve been 

determined on the Companies ' t o t<.ll r ve nue requireme nt s 

which include shared a nd c·u rmno n costs. Howe ve r, 

residential rates t radi U o n.tJ I '/ h<~v• · been t siduall y 

priced . That i s , the Cornpa n i~·s ' o th · t t·ate s ha ve been 

developed on a var i ety o f rt=~ t r- n1. tY. i nq h.t ::• :.; t o t·pcover .111 

unspecifie d portion o f l fl,, t ~J t . 1 1 r '' v .-·nu• · t ~qu ir·ement , and 

what revenue r e q u i rement is 1P- ft unt r~ c-ove red i s t.o b 

I I 
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recovered by basic trl•·pllon•~ :-;ervice rates. Residual 

pricing of basic tr>lepho nl? se rv ice has avo ide d Lh l· 

imposition of hi g hr>t 1 .. , ·· : ; l o r t hose services . This is 

because cont ribution:;; 1 r·o m no n - bas i c ser vices , such as 

switched and speci a l ,,cc ss se r v ice , have helpe d to 

defray a portio n o f :;ll. l t · ·d n r· rommo n ·osLs wh ich 

otherwise might have Lo be r· r ·o vered i n r ates for bas i c 

telephone service. 

Q. What are you ask ing lu :;; Cornrn i r; :; i o n to d o in t hi s d ocke t? 

A. My recommendatio n i::; Lhat t l ,. Commission appro ve e xpande d 

interconnection, but i n o rd· · r t o rniL i g., te the poten t ial , 

long- term impact o n 1 It· · ' o~ t · · : : u t t !11' Compan ies ' o ther 

services. the Commissi o n s ho uld give the Companies as 

much flexibility as po s sib1 · · t o 1r·;,po nd Lo comp e titio n. 

To the extent t he Cornpani•·H c·dn compete e ffect i v e ly , 

their other customers will l l•·rt ·· f iL f r o m t he con tr ibutiC"n 

received from t he l"C I I II• ·d :;• · 1 Vi V • •: ; .JIId CUSLOIOP I'S . 

Q. Does a physical colJ oc,,Li <ltl m.tt tcl.H · · r ais f t~dera l o r 

state constitutiona l qu,.st J o n}> . tb o ul t he taking o r 

confiscation of LEC property ~ 

A. This is a legal issue Lila was address"d i n Phase I, but , 

12 
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based upon what ha s b~'"'•·n (i l ·d by some of the LECs, it is 

not an issue wh i r·h I1.1S b e n perma nent 1 y di spOHP-d tJ I 

either here o r .n 1 hP f e d e ra 1 l e ve l. The FCC' s 

imposition of rnunda Lr t y physical c o ll ocatio n i.s c:urrtnt ly 

on appeal o n tlw l>. a:;t : : 11 ! .. ,, uncon s titutio nal taking o f 

the LEC' s pro pPrty . tint i 1 that appeal has been 

concluded, the impnsition o [ mandatory physical 

collocation is sLi II an o prn i ssue. rt is also 

potentially a mat t: t that could b e appeal e d t o h·· 

Florida Supre rnP Cou r t. 

Q . Should the Comrnis~ ion l t·qui t• · physi c al a nd/or virt ual 

collocation for s wi t C'h· ·rl ,l('('• ·:::: exp.1na~d i ntr::: 1 1.:onnect i o n ? 

A. As I stated in my tPst imo ny in Phase I, United and Centel 

are not opposed Lo pt o •;i dinq pllysic dl a llocatio n to any 

qualified entity wlH·n t t i:-; d ··mo ns u -ativel y appropriate 

to do so. The Cornpd :ll ··:; •" " · how·v~ r. o pposed to be i ng 

unconditionally r ~qui1 · ·d t o p1 o vid a ny s pecific form o f 

collocation, ei•· he t- phy:; c.1 l 0 1 virtual. 

United a nd Cen t 1 al so lklt~'"' Vt• hat physical and virtual 

collocation ought to bP 1 P .t t · ·d .1s . 1 I i n e o [ business. 

Today, Uni ted h ;w ~·n:;tont• ·r~; / !X<':: physi call y col l or::a t ed in 

a number of it s cen ra I o ff i c··· :; . ThPSI"' collocat i o ns were 

( ' 
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negotiated o n an dl m:> l t·rHJth basis with t he rerms and 

conditions whi c h ~- , , ·nutlhllly lv-' ne fi c ial to bo th partiPs . 

Based o n t h i s e xpe l· ic·tw•· , Un i t · ·d cJnd Centel both belie ve 

that rat her than m.md<l l i nq <~ ny particular f o rm u f 

colloc at ion , t hP C'ornrn 1 : ; s 1 IJII nuyhL Lo adopt rules and 

regulation s wh j cl p•·t lllit oll l< l · ·ncourage the part i es to 

negotiate physical o r· vi 1 t u<~ 1 < ·o I I o ca t ion arrangement s o n 

a case - by-case basis wit h th•· !;.1m•• t t<> J ms a nd c o nditi o n s 

availa ble to all i nL•· l c o ruh·c t o r:-> . 

Q . From what LEC f ac i 1 it i '·!; s 11o ul cl ~;wi Lc hed access e xpanded 

interco nnectio n be o ft ~ r· d ? 

A . Initially, e x pande d i nt · · r r·o nw•<·t i o n , o n e ither a physical 

or virtual basis , sho uld bP o ff,~t- d o nly in those serving 

wire centers a nd cPnt r .l l cd f i <···:; wh•· r· r• i l is most likely 

to be d e ma nded by int· · : conn•·c l o t s. Addit i o nal s witched 

access expa nde d intC'te·n nn•·c· i c n l oc;at i o n s should be made 

a vailable o n a l uc ·d t i o n hy l o <.:ation basis when 

interconnect ion i s l t>CJtr••:·il •·cl . ll 1 oc.:tt j o n s other t han 

t hose initially spe c: : ti· ·cl . 

For consistency purpn :••·:; , · ·· ·nl r.1 l o l t i ·As t hat are 

designated for i n t r r ::t .1 1 , . · · x p .t nd· ·d i 111•' 1 c o nnection s ho uld 

also be designaL d f 0 1 i nt rastate e xpanded 

14 
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pro posed 

e xpande d 

interconnect ion <.~ ud i l l u ::;L t tive tariff for s witc he d 

access expanded inte r·conn~ct ion pro vide lists of o ffices 

where collocatio n j:.; p r·o po snd LO be o ffe r e d in it ia] 1 y, rl!i 

well as con tain pro vi:--;i o n :-; t o r e xpanding the number o f 

locations. 

Q . Which entities s hou ld b · <.~ll owed e xpand d interconnection 

for switched acc~ss? 

A. Expanded interco nnr-c ·t ion s ho uld be a vailabl e to any 

customer, i. e ., IXCs , AAVs , c~ble t e l e v ision companies, 

power companies, inf o r m.lti o n : ; r~ !"vi ce pro viders , and end 

users, f or the i11t , ., l ·o nn•'t 'L i o n o t t rans m1.ssion and 

multiplexing equipme n t f o r t ho s e services as d e fined by 

the FCC's Order in Dock I'! ('( ' •n 11 1. Re quests for 

expanded interconnectio n o ( (.) Lh " t t ypes o f e quipme n t a r e 

not required by t he F'C'(' ' :; d e l i o n i n t he interstate are na, 

nor should the y 1 • ·qui t r>d in t he i n trastate 

jurisdiction. 

g. Should the Unite d d lld Ct! ll ll·l pr •) po s d flexibl e pricing 

plans for private 1 ine a nd s pr> c- i al .1cc •r:s be ilppro ve d ? 

1 5 
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Yes . Uni t e d ' s and c,~n te l' s proposed intrastate zo ne 

density pricing pl a nt. e s s e n L i a lly mi rror t he plans the 

Companies fil ed i n t he inte r s tate jurisdiction . Appro val 

of these plans will b gin t he 11 c essa t y trans i tion toward 

market-based rates f o 1 t h Compan ies ' d ed i cated servic e s. 

As I noted earlier .in thi s t•·s Limony, Unite d a nd Centel 

do not bel ieve that t he FCC appro ach is t he d ppropriate 

approach as far as U e x ibility i s concerned, but the 

Companies fil ed flex i b i 1 i L y pI a n s t ha t mirror t he 

interstate plans bec ause t hi s Commissio n o rdered t hem t o 

do so . We, of course , appl ud Lh .i s Commiss i o n' s decisio n 

to allow i mple mentatio n o l 1 h S '' pl"i ·i ng (l e x ibility 

plans upon imple me nt <.~ Lion o f "' xpanded inte r connect i o n 

which is essential if t he Co mpa n i ' fJ are to be a ble t o 

meet the rapidly d e ve l o ping cornpr> t it .i o n . 

While it is true that Uni t P rl , lflrl C'f• nt f> L v urT c•nt ly h;we 

CSAs for p ri c ing t J , .xi I> i I i t y . t 'S /\:; , wh i c h were designed 

to address bypass by individ ual c usto me rs , are c l early 

not the most effe c tive d 1 I • L' ll.l t i V e t o meet the 

competitive challe nges po s ed by t h ... AAVs. Geographic 

price deaveraging in t he c o ntex t n t t IH" zo ne d usity 

framework, wh i c h r ecogn .iz "::; t 'o : ; l L~rHJ rn.Jrket differences , 

is clearly more effective t ha n CSAs in te rms of 

addressing an e n tire CJ'""O<J t .lph i , · rno~ J k t_ t are a and of 

1 6 
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providing wo t·kabl n ll··x ibi l it y while ensuring that 

switche d access s "! rv k •· i s no t c ros~ - subsidized . Witho u t 

the availabili ty o f zo n " d e ns ity pricing, the AAVs will 

be able to canst ruc t w Lwo t""k s and price services that are 

economically ine lf i c i e n t bu t s till priced below Uni ted ' s 

and Centel' s tariff e d switclu~d access serv i ces. Not only 

does this appro t1c h cp • ·o~1 I y ·~nhance t he AAV' s c hances of 

snaring away the Co mpa nies ' c ustomers, it has the 

perverse effect of pre ve nting the c ustomer from receiving 

the full benefits o t compet iti o n; name ly , econo mica lly 

efficient, cost - b as ... d p r· i c l.$.' 

In its Phase I Final Ord 1 (pa g e 23), the Commissio n 

required the LECs L o f i I , . cormn• nt s with the ir zone 

density pricing pl a ns ..111d t.lt iff fi lings addressing ho w 

the CSA process can b i mp t ov.~d . As was noted in 

United's and Centel' s Ma r c h n , 1 9 4, filings , the most 

important impro ve me nt in t h·- CSA process wi 11 be t o 

eliminate the current r equi ,· ... mc·n1 1 il.-11 t he c un t o me t· h<e~ve 

a pending competitiv· · t ll l· · r I •· · I I JI · the LEC can respond 

with a CSA . 

Should Un ited' s and C~nt 1 ' s pt~po~·d i ntrastate private 

line and special access P xp, n ci•' d ; 11 1 · · r · ·n nn•·<·t i u n t ..t t·.iffs 

be appro ve d ? 

1 7 
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• 1 , 1 , , ~ , . 1 , • r " ' ~ .. l f • fh<J ").rr. l r ,., t/,,f'ol ' l,o,• '''("'"-·•'· 
lhe fur .f I ) l' t"• '.• . ,. , . ...... . ' " • "' • l 

1 A. U.i•ad a &lid eentei 1 e fl"'*-'a l5e line, S'p@Cl al aceeaa 

2 Mid swit:eheei access expanded int:e t conuee~ ~QA tar~ffe 

3 AUUi18Atially Mirro r the e-a-rHf--f:-i-±-ee iR l>Ae ~Aten;ta~e 

4 

5 tfnited and Ceu tel ar-e 9Ciu.~teg s wffieiettt p t i c l ff§ 

6 f!Exlbii1ty t o deal wi tt! t li•• increased reve t of> 

7 compet i~ieA t kat •cc·omp l!l i • ·:; • ·xp .. md.~d j nt enileR .. eet:.:.oo . 

8 

9 Q. How should s witched .(T•·s: ; J, ,.. ,. J •1 tn:;po l'l b s ruc t.ured 

1 0 and p riced? 

11 

12 A. The Co mmi s s ion s hc u 1 d <~pp 1 n v .J t th, l ocal transport 

• 13 restructure proposed by tJn it · ·d t1nd Cente l in t heir 

14 Dece mber 22 , 1993 , f i 1 i nq :; . Th·- 1 · ·s t 1 ucture o f l ocal 

1 5 transport has merit cvt'n i t 1 :> n u t i n the context o f 

1 6 expanded i nterconnect i o n. Howr~vP t- . it is c ritical t hat 

17 if switched access e xpand•·d i11t '' 11'0lllll ·c·tion i s i mposed o n 

18 the Companies, loca l t rans po t t ! " !;t n1c ture must also be 

19 restructure d . Un ite d a nd C•·nl · · I wi I I not be able to 

20 c ompete in the s witched ace.·:;~; t 1 ilnspo rt market if t he y 

21 c anno t str uctur e and price tlt••i r ~··rvi ces in the s a me 

22 fashion a s their comp l it o r: ;. F•• t · · xo~mpl · · · 11 ~ ~omp.:111 .i.cu 

23 wo uld be r e quired to bill all usage o n d usage - sens itive 

24 basi s , where a s their compe tito n ; "'i ll b.-> abl to o ff e r 

2 5 l ocal trans port on a U cH tJL, t>pt i o n with sign ificant 

• 18 
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volume discounts . Fo r 1 IIi: ; r •·o~son i t is a st ruct.ure t hat 

is incompatib l· ' wir ll .1 p o l i c y c ha nge that is designed to 

further compet .i t i o n i 11 t h · :;witched t ranspo rt market. 

United's and Ce ntP I • . . 1ucd I 1 1 .l!lspo rt restruc t 111 P filing:; 

essentially m.i r 1 '> ' r II· · 1 o11 1 1 I :: I ile d i n the interstate 

jurisdiction. 

Q. Should United' s a nd Ct~nt ~ 1 ' !j proposed l oca l transpo rt 

restructure tari f(s h r• -1pp r c>vr·d ·~ 

should be made t o t h ·· r .11 i II : : ".' 

1( not , what c hanges 

A. United's and CenteJ • s 1 oc.-d t 1 .ln:; p n l· t t e::;t ruc tu re [ ilings 

should be appro ve d. Thi:; r ~st ructure has already 

occurred in the int e r st o~ t •' jt ll L!;d .i c t i o n, a nd is a natural 

step in the e volutio n o f sw it ch~ ci <.~ccess rates becoming 

more competitive. l oca l transport rate 

structure that is in pla c t ocifly i s incompatj b l e with 

attempts to furthe r c o mfJ• · t 1 t 1 c;n t u r s witched transpo rt 

servic es, i.e . , swi t c he d ace( ·~;~; ' ·xpflnde d inte r connect ion . 

Q. Does that c o nc lude yo ur Lt"s t trn< ny ·: 

A. Yes, it does . 

utd\921074 .t8 t 
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UNlTED TELEPHONE COMPANY 
OF FLORIDA 
CENTRAL TELEPHONE COMPANY 
OF FLORIDA 
DOCKET NO. 921 074 - TP , PHASE II 
Fl LED: Jul y 15, 1994 

BEFORE THE FLORI DA PUBLI C SERVICE COMMISSION 

SUPPLEMENTAL DJRECT TESTIMONY 

OF 

F. l3EN POAG 

Please state your na me . 

F. Ben Poag . 

Are you the same F. Be n Po ag Lha t ha s s ubmitte d pre filed 

direct testimony in Phase II o f t h is proceeding? 

Yes. 

What is the purpose o f yo u r- supple me ntal direc t 

testimony? 

To respond to t he n e w j s~w· ,JLlLit'•d to Phase I I of this 

proceeding concerning t he i mpac · o f t he rec ent United 

States Court of Appeal s dec i :; i o n o n t he Co mmission's 

Phase I order. 

Should the Commission modify Lh ' Phase order in light 

of the decision by the Unite d States Co u r-t o f Appeals for 

the District of Col umbj a c i r ( ·u i 1 ? 
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A. Yes, the United State s Cour·L o f Appeals d ecision r e quires 

that the Commiss i o n modify its Order No. PSC-94 -0285-FOF­

TP . Not only does the Court o f Appeals decision clearly 

demonstrate thal mdnd .Jt o r·y physical collocation 

constitutes a taking o f Lhe LECs ' pro perty, it also 

creates the potential f o r incons intenl federal and state 

treatment . That po t e nLi a l has been take n a step further 

with the FCC's orde r o f .July 14, 1994 , di rect ing the LECs 

to provide expanded intc r conn .. c l i o n t hro ugh virtual 

collocation . 

In addition to the ll!!ga 1 i y issue a nd t he practical 

problems of a Florida Commi ss i o n - mandatory physical 

collocation requi reme n t , 1 h r ro il r· · si g ni ( icant economic 

reasons for this Commissi o n mo difying t hat requirement . 

This Commiss ion appr o vt•d n>~np• · r it i o n l>y AAV::; f o r LEC 

services in Order No . ?. 1 BF / , i :;~;t l' :d August 2 , 1991, in 

Docket No. 890183 - TL . Th. I o rder pro vides t hese 

competitors with the oppo r· t un i L y t o p hysical ly bypass the 

LEC's networks in compet i t i o n wit h the LECs. Thus, 

because the AAVs do not ha vt"' Lo r e ly o n a ny LEC- prov i de d 

facilities to compele , t lu LEC':: do nu l have a bottleneck 

and have no wa y to h inde t· the AAVs (rom competing with 

the LECs. With the impl m nt a t i o n of expanded 

interconnectio n, Llle AAV:; now llt~Vl' <.i ll o ppo rtunity to 

:?. 
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reach a larger custo mer base . AL t he same t ime , e xpande d 

interconnection prese nt s Lhc LECs wi t h a b usine ss 

opportunity to lease avai l abl e fl oo r s pac e to AAVS, IXCs 

or any end user. The r e a r c , t he r e for e , e qual a nd 

compelling incentives f o r the LECs a nd AAVs t o n e gotiate 

mutually advantageous col l ocat ion a rra ng e me nts. 

In these negot i at ions , bo t h P" 1 t i c·:; w i I I recognize t hat 

floor space is a va luabl e a ssPt which s ho uld be price d 

based on the market v a l ue Lo a ny o f t he p o t ent ial 

lessors. United and Cen t e l s ho u ld no t be fo r ced to ma ke 

this resource availabl e to a spec i f i c c l a ss of c ustomers 

for specific purposes when t hr-> r e ma y be o t he r p o t e n t ial 

users. Each decisio n t o l ease o r no t l e ase a valu a bl e , 

limited asset sho u l d d · ·· · i d · ·d I I ll I lu • \I ll i lJ II f• 

c i r c umstanc es o f t h e marke t place a nd c o nsid e ring a ll 

possible opportunities. 

In the increasingly compet i Li vP ~nvi ronment , United a nd 

Centel cannot afford Lo wt~: ; t •· v c~ I uabl e resou r ces , 

conversely they shou l d no L b(· rrto~ ndd t t>d Lo a use whi c h 

does not reflect the pro per ma rke t val ue o f t he r e source . 

To do otherwise pro duc es a mi s al J oc.lt i o n o f valuabl e 

resources. 
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Q. Has the Company leased f 1 oo1· :{p.l c<- in its central off ices 

in the past? 

A. Yes, as stated in my Phase I Lest i mony in t his docket , 

the Company has l easf'd f I ot>l· upoc r> Lo IXCs , information 

services providers and an AAV . These transactions were 

negotiated and c onc luded wit hout any regula tory 

intervention or ass ir.t .tn<·· ·. Til• ·::t· bu:: in ss o ppo r t unities 

have benefited t hC' IJL'IIC ,-._.1 body o( ratepaye rs by 

producing revenues that rnr.y no L have otherwise been 

possible if rates had bee n prrd~termi ned and published in 

a tariff . Clearly, give n th rap i dly c hanging and 

increasingly competi tive rna ,-k tp lace , i nfle xibl e , 

predetermined values a t·e innpp1·op1 i ,lL 0 . 

ut d \921074 ·2. t•t 
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1 Q (By Mr. Pons) Would you please summarize your 

2 te•tiaony, 11r. Poag? 

3 A Ye•. Comaissioners, this docket essentially 

4 addre••e• expanded interconnection and also gets the local 

5 transport re•tructure issue. And there are some related 

6 i•sues, and I will basically give you the Sprint/United 

7 position on tbe one• I believe are most pertinent to our 

8 ccmpanies. 

9 With regard to expanded interconnection, we 

10 favor expanded interconnection. We think it'• 

11 appropriate. It will bring additional competition. The 

12 only thing we ask i• that we be allowed to have the 

13 flexibility to coapete with that additional competition as 

14 we aove into the•• new marketplaces. We don't believe 

15 that you should aandate that collocation be physical or 

16 that it be virtual. We believe that we should be able to 

17 neqotiate that and that it not be mandated. 

18 An underlying issue is the pricing flexibility. 

19 We believe that it the LECs are not allowed to have 

20 pricing flexibility to respond to the competition, that 

21 the benefits of coapetition will not flow to the end user 

22 cuato .. rs. In .. ••nee, what will happen is is you will 

23 ••tabli•h a pricing umbrella for competition to come in 

24 and take the cu•toaer• away from the LECs. They will not 

25 be taking the cu•toaars away because they are necessarily 



• 

• 

• 

806 

1 .ore efficient or lower cost, but only because you've 

2 .. tabliabed an artificial barrier that keeps the LEC fro• 

3 ca.peting with the competition. 

4 If you approve expanded interconnection for 

5 .vitcbed acce•• .. rvices, it's critical that you 

6 r .. tructure tbe local transport. The current structure is 

7 not conducive to the -- the revised arena that you would 

8 •ee with expanded interconnection. It allows more -- it 

9 allow• acce•• to the LEC'a facilities in a lot •iapler and 

10 ea•ier .. thod and it would allow the competition, again, 

11 to take advantave of historical monopoly pricing 

12 inequiti .. vblcb need to be removed. And local transport 

13 re•tructure help• to do that . 

14 The local transport should not only be approved, 

15 but it au•t be approved, again, giving the local exchange 

16 coapanie• the opportunity to compete for those local 

17 tran•port revenue•. And ratio of the Osl and the DS3 must 

18 be aarket ba8ed. If I had a house that I bought and I 

19 paid $100,000 for it, there's no way that I can get that 

20 $100,000 if the aarket has changed . It's the market that 

21 deteraine• what the prices are. And the local exchange 

22 ca.panie• au•t be allowed to price based on the market if 

23 they're to effectively compete. 

24 The other related issue i.s our tariffs, and we 

25 have filed •oaa tariffs. Those tariffs need to be revised 
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1 to reflect tbe PCC'• deci•ion on the virtual collocation 

2 ver.ua pby•ical, aandatory collocation, with the 

3 .edification to change those tariffs . And they •hould be 

4 approved for both the special and the switched access 

5 ••rvic••· Tbat coaplet•• •Y summary. 

6 KR. PONS: The witness is available tor cross 

7 exaaination. 

8 CIIAIItiiAII DEASON: Mr. Carver? 

9 lilt. CARVER: No questions. 

10 CHAIRMAN DEASON: Mr. Adams? 

11 IIR. ADAMS: No questions. 

12 CHAIRMAN DEASON: Mr. Hoffman? 

13 KR. HOFFMAN: No questions . Ms. Caswell? 

14 11r. Wiggina? 118. Bryant? 

15 KR. WIGGINS: No questions . 

16 

17 

IIR. POUCHER: No questions. 

CHAIRMAN DEASON: Staff? 

18 MS. CANZANO: Well, I'm going to break this 

19 trend here. 

20 CROSS EXAMINATION 

21 BY MS. CANZANO: 

22 Q Good .arning, Mr. Poag. 

23 A Good .arning. 

24 Q On Page 9 of your direct testimony, beginning at 

25 Line 13, you state that, "The loss of even a saall portion 
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1 of such a aiqnificant revenue source could place an upward 

2 price pressure on the Companies' other services, notably 

3 local exchange service rates." Then you continue on Page 

4 11 -- no, continuing on Line 18, you state that, •The 

5 Ca.pani••' cuatoaers, especially residential and single 

6 line buainaaa custoaers, will be disadvantaged if the 

7 Ca.paniea are not granted the pricing flexibility needed 

8 to ... t the coapetition .fostered by expanded 

9 interconnection for both special and switched access 

10 services.• How would the residential and single-line 

11 buaine•• cuata.er• be disadvantaged if the companies are , . 
12 not granted pricing flexibility? 

13 A Basically, what I am trying to emphasize 

14 there -- and excuse ae, I am trying to do some voluae 

15 adjuating bere. Basically, what I am trying to point out 

16 to you is is that to the extent the local exchange 

17 coapaniea do not have pricing flexibility, and as a result 

18 of not having that pricing flexibility, they're unable to 

19 co.pete in the aarketplace, then they will lose revenues 

20 and .. rvicea to the competition faster than would 

21 othervi .. be the case. To the extent that that occurs, 

22 and to the extent that these services are producing 

23 contribution and covering overhead and shared cost to the 

24 corporation, then they're benefiting the small residential 

25 and business cuatoaers whose rates may otherwise have to 
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5 A Well, it would be basically any of the other 

6 .. rvioaa. I don't want to limit it to ju•t an R1 or a 

7 81. It could be other services as well. I que•• what 

8 we're .. ying i• that to the extent that if these other 

9 .. rvices cover soae of the common and shared costa -- and 

10 I don't want to be specific as to which ones are and which 

11 one• aren't -- we could get into that, but it's a benefit 

12 to keep their prices lower than would otherwise be the 

13 caae. 

14 Q That doesn't just mean that the Rl rates would 

15 just go up, other rates could go up instead; ia that 

16 correct? 

17 A I don't want to attempt to reprice services 

11 baaed on that co .. ent. I would have to look at the 

19 individual aervicea, look at the market tor the services, 

20 and then try to identify how I would get back some of the 

21 revenue• that I had lost to the competition that were 

22 being produced by these other services prior to the 

23 ca.petition taking it away. 

24 Q We're qoing to next talk about reciprocal 

25 interconnection. In Phase I the commissioners encouraged 
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1 rather tban .. ndated collocators to allow LEC• and other 

2 parti .. to interconnect with their networks. Do you 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

believe tba ca.ai••ioners should change thi• deci•ion? 

A I aa •orry. Would you repeat that, plea••? Are 

you talking about autual collocation or 

Q Reciprocal 

A Reciprocal collocation or interconnection? 

Q Interconnection, and the commission encouraged 

rather than aandated such a situation. Do you believe 

that the ca.ai•aion should change its deci•ion? 

A Yea. 

Q Why i• that? 

I think it basically establishes an opportunity 

14 for the LBCa to take advantage of a collocator'• or an 

15 interconnector'• facilities where in fact it aay be an 

16 advantage to thea in the marketplace to utilize those 

17 facilitie• in reaching a customer. And let me say this. 

18 It i• not unco .. on today for local exchange companies to 

19 interconnect with each other, in certain cases to share 

20 facilitiea. I know through some of our service territory, 

21 we have jointly put some facilities in with Bell, up 

22 throu9h I believe the Belleview area and it's the right 

23 buaineaa thing to do. We both need some facilitie• up 

24 that vay and we've interconnected and we've shared. And I 

25 think there'• aoae -- at one time there was some •tatutory 
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1 reqgir ... nts requiring the LEC companies interconnect. I 

2 don't know tbe exact status of that today. But it just 

3 ..... to .. tbare's an opportunity for so .. benefit with 

4 end uaer custoaers reaping the benefits, and that it ought 

5 to be reqgired. 

6 Q If you were to interconnect with an AAV, what 

7 would you interconnect for? For what services or 

8 A Let .. give you a hypothetical exaaple. Let's 

9 suppo- tbat an AAV has facilities, a fiber facilities 

10 directly to a large office buildin9, and there's a 

11 cuato.er in that office building who would also like to 

12 get so .. high capacity services, but they would like to 

13 get thea froa the telephone company . Let's suppose I'• 

14 serving that building with copper and that if I have to 

15 put in fiber to get to that building, it's going to, you 

16 know, duplicate what's already out there in teras of tiber 

17 facilities. So it may be less expensive for ae to go to 

18 the alternative access vendor, lease that capacity fro• 

19 tb .. and provide that to the customer who wants to bring 

20 tbat service to ... Now, the reason that that custoaer 

21 aight want to bring that service to me, rather than taking 

22 it to the AAV, aight be -- and this is very hypothetical 

23 that I have the facilities, once I get it to a certain 

24 point, to take it somewhere else that that custoaer wants 

25 to get to. And it aight be that they just like the good 
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1 quality of ay service. 

2 

3 

4 

5 

' 
7 

8 

g 

10 

Q Would the Commission's complaint process be an 

adequate way to resolve reciprocal interconnection 

disputes aaong parties? 

A It would probably be an adequate way to do it, 

but on the other hand you may not need to go through that 

if you would just require it. I think we've got enough 

proceedin;s up here. I would like to eliminate a few. 

Q How we're going to switch gears to tariffing. 

Do you believe that all tariff -- all switched transport 

11 providers should be required to file tariffs? 

12 A Yes • 

13 Q What are the benefits of filing tariffs? 

14 A It provides a way for me to know what ay 

15 ca.petition is doing because they know what I am doing 

16 because I have filed tariffs. There may be soae benefits 

17 to the custa.ers. There aay be some benefits to the 

18 Co.aission in teras of complaints, and the fact that if 

1g they do get a complaint or something like that, they've 

20 got a tariff that they can turn to to determine the 

21 validity of the coaplaint. There would be any number of 

22 reasons that it could be beneficial . 

23 Q Then Mr. Poag, why is your company proposing 

24 that collocation arrangements be negotiated instead of 

25 tariffed? 
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1 A In the case of the elements that we're 

2 talking -- we're not talking about the collocation teraa 

3 of the electrical cross connect. What we're talking about 

4 ia floor apace. And floor space, to us, is so-thing 

5 tbat'a 90inq to vary very greatly and it's going to vary 

6 often and it'• 90 going to vary by building, and there are 

7 juat so aany different ways that you can coae up with 

8 different arrangements. I need the flexi.blllty, when lt 

9 ca.ea to floor •pace, to aay that I am going to lease 50 

10 square f .. t for five years, or I am going to lea•• 100 

11 aquare t .. t tor six aonths and it gets to be a proces• of 

12 where tariffing is inappropriate, as well as the fact that 

13 it ou9ht to be driven by the market, and the aarket floo.r 

14 apace cbanqea. 

15 Q Doea your company plan to offer expanded 

16 interconnection service for switched access from ace••• 

17 tand ... in Florida? 

18 A Would you repeat that, please? 

19 Q Certainly. Does the Company plan to offer 

20 expanded interconnection service for switched access froa 

21 ace••• tand... in Florida? 

22 A Yea. 

23 Q Are you aware that there are no proviaiona to 

24 offer EIS for switched access from access tandems in your 

25 inter•tate or proposed intrastate switched access EIS 
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1 tariffa? 

2 A The wire centers that we have listed are in fact 

3 acceaa tand- aa well . And my recollection is is that 

4 there ia aOM verbiage somewhere that addresses that, but 

5 I don't know lf it'• in the tariff for sure. 

' Q I don't think that we have been able to find 

7 that in the tariffs, or if it is in a tariff, we would 

1 like that inforaation. 

I A That was •Y understandinq. And I will -- I aay 

10 have to backtrack on that one, but essentially it is ay 

11 underatanding it would be available, and in fact we had 

12 aoae diacuaaiona on one of the stipulations as to where it 

13 would be available, and it was at that point in tiae in 

14 checking with ao .. of ay people tha.t we did in fact intend 

15 it to be the ace••• tandems. I will check on that and see 

16 where it atanda. 

17 Q Well, at this time then I would like to request 

18 a late-filed exhibit. We would like to call it something 

19 basic, like Acceaa Tandea and Tariff in Your Intrastate 

20 Tariff. 

21 

22 

23 

24 

25 

A 

Q 

A 

Q 

Expanded Interconnection for the Access Tandea? 

Yea. 

In the Intrastate Tariff? 

Yea. 

CHAIRMAN DEASON: That would be identified as 
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1 Late-filed Exhibit No. 42. 

2 (Late-filed Exhibit No. 42 identified.) 
~-

3 Q (By M8. Canzano) Mr. Poag, assuae that the 

4 CO..i•aion airror• the July 25th order requiring aandatory 

5 virtual collocation with the LEC option of providing 

6 pbyaical collocation. In that case, should any ele .. nta 

7 of phyaical collocation be tariffed if the coaaiaaion 

8 airrora the PCC'• order, if the LEC chooses to offer 

10 Ba•ically our corporate position is -- and we 

11 have talked with the FCC on this -- is that if they're 

12 90ing to require tariffing, if we do go to the physical 

13 collocation on the floor apace, that we're not going to 

14 offer phy•ical collocation under a tariffed basis. So ay 

15 position is the answer is no, and if in fact you say, 

16 vall, you've got to do it on an intrastate basis, then 

17 we'll aay, okay, on an intrastate basis, we'll do it for 

18 intraatate facilities, but you're going to have to have 

19 aeparate virtual collocation facilities for the interstate 

20 aide. So ve have taken a very, I think, open and I 

21 believe fair approach to trying to work to aake expanded 

22 interconnection an operable way, but we are solidly 

23 a9ainat tariffing that floor space. 

24 Q Mr. Poag, please describe your understanding of 

25 the Modified Access Based Compensation plan and what it is 
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1 daaigned to accoaplish. 

2 A Tbe Modified Access Based Compensation plan was 

3 es..atially a plan that was put together to have LECs pay 

4 eacb otber acceaa charges for terminating traffic into a 

5 different local exchange company's territory that was 

6 sa.evbat atailar to what the local exchange carriers were 

7 paying for terainating that same type traffic. And I say 

8 •soaevbat• because there were some different eleaents 

9 tbat were ~aed on the LECs that were not imposed on the 

10 interexcbange carriers, such as the intertoll trunking and 

11 intertoll awitching. 

12 Q You advocate that once a revised transport 

13 atructure ia approved, the MABC plan should aodified to 

14 reflect the new transport structure. Is that correct? 

15 A I have no opposition to modifying the KABC. I 

16 think there are some -- I am not sure it's an exact fit, 

17 and it would •eea to ae that there's a possibility of some 

18 aort of a surrogate that could be developed that would 

19 aigbt be auch aore adainistratively simplistic, but it 

20 that vbole area is somewhat complex. I have not studied 

21 it recently. And I think that it may be appropriate to 

22 look at that in a separate proceeding. 

23 Q Are you aware of the Commission's access 

24 iaputation guidelines? 

25 A Yea. 
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Q You advocate that imputation guideline• ahould 

not be reviaed in this proceeding; is that correct? 

A Tbat'a correct. 

Q Could you please explain why not? 

A Baaentially, the same answer that I gave on the 

6 ABC I'• sorry, the MABC. They're somewhat related. 

7 And I tbink aaybe that the two of those could poaaibly be 

8 handled in a aeparate proceeding. But I want to co ... nt, 

9 tbougb, that the guidelines were issued in April of '92 

10 and we're into Auguat of '94. And the exiatinq guideline• 

11 are, quite frankly, aeriously outdated. And it ae ... to 

12 .. that the pace of change, the time-of- day discounta, the 

13 BHNOC iaauea, there are some other issues with the way 

14 that the ori9inal guidelines were implemented that don't 

15 really 9ive full credit to the local exchange co•pany in 

16 teras of wbat cuatomera are paying for trunks, the croas 

17 elaaticity of trunks with special access services, that 

18 really never got incorporated into those guideline• and 

19 need to be. 

20 Q In your opinion, if the Commission decides not 

21 to reviait ita policy until after the rest of the 

22 deciaiona are aade in this proceeding, would it be logical 

23 to continue uaing the existing local transport rates in 

24 the ..anti .. ? 

25 A I have no objection to that . That would be 
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1 fine. 

2 Q Kr. Poag, are you familiar with the coat data 

3 aubaitted to Kr. Gillan for use in Exhibit No. 18, which 

4 is tbat late-filed deposition exhibit? 

5 A 

6 Q You have not submitted cost data supporting the 

7 intrastate rates in this docket, have you? 

8 A We provided our switched link and Translink cost 

t atudiea, and those cost studies, I believe -- those cost 

10 atudiea vere not designed for interexchange carrier type 

11 facilitiea. They vere designed more for like end user 

12 types of cuatoaers. And while there may be a lot of 

13 aiailaritiea, I would like to revisit those. But we have 

14 filed tbo .. atudiea, and the -- on a confidential basis 

15 and they've been made available to some of the parties. 

16 Q So you haven't -- so is the answer to my 
• I 

17 question no? 

18 A No, the answer is yes, we have filed studies. 

19 Q Are those cost studies in support of local 

20 transport? 

21 A They're in support of the DSl and the DSJ 

22 rates. I'• sorry, I used the wrong terms, a Lightlink is 

23 the DSJ, Translink is the DSl, and those are the studies 

24 tbat ve filed. But the names that I am giving you are 

25 tariff naaea that will be used in our end user aarketing 
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1 effort. 

2 Q If this Commission decides to adopt Mr. Gillan's 

3 proposal to use coat-based rates, would you object to the 

4 uae of the coat as calculated by Mr. Gillan in Exhibit 

5 •o. 18 aa tbe coat basis for United's DSl and DS3 rates? 

6 A I need to review what Mr. Gillan has done. It's 

7 not clear to .. exactly that he is using appropriate 

8 nuabera, as has already been pointed out. Mr. Gillan was 

9 trying to add the coat ot multiplexing to the DS3. And 

10 we've already determined that the FCC, baaed on Mr. Tye'a 

11 ere. a exaaination, determined that it actually should be 

12 added to the DSl and not the os 3 . The facility troa the 

13 telephone coapany central office, serving the end user 

14 cuato.er, will transmit both DSls and DS3a on a tiber 

15 connectivity basis, essentially using the same terminal 

16 equipaent. However, when you get to the interexchanqe 

17 carrier's POP, it they want that at the DSl level, then 

18 we've got to aux it down from the DSJ level. It they want 

19 it at the 083 level, we'll just give it to thea at the DSJ 

20 level. So I need to revisit the elements underlying that 

21 exhibit and determine what's appropriate. 

22 Q At this time, Staff would like to ask tor a 

23 late-filed exhibit. Staff would like to request a 

24 late-filed exhibit consisting of the following 

25 inforaation: It will be an analysis of the probleaa with 
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1 tbe cos~ data subaitted by Mr. Gillan as -- what has been 

2 identified as Exhibit 18. Please provide the relevant 

3 ooe~ ca.ponenta that should be included but which you 

4 believe vera oaitted or that should be part of the 

5 analysia. And that analysis should extend beyond just a 

6 .. re check of the arithmetic. And please include a 

7 

I 

9 

10 

11 

12 

13 

14 

15 

16 

17 

defini~ion of coat based if you want to. 

Alao, we would like to see a statement of the 

appropriate coat to use for the basis of a coat-baaed 

ra~, and va would ask that you include your work papers. 

A Okay, now, I understand that Mr. Gillan is going 

to bring a paper, or his work papers in so that we will 

have ~e capability to review however it was that he 

developed vba~ever it was he developed. 

MS. CANZANO: Mr. Chairman, maybe this aight be 

tbe appropriate tiae to bring up how this affects all the 

partiu. 

11 CHAIRMAN DEASON: Yes, let's go ahead and 

19 hopefully taka care of this matter . 

20 MS. CANZANO: First, Mr. Gillan will submit his 

21 vork papers as Late-filed Exhibit 39 by September 2nd. 

22 And that -- and he will provide them to the parties at 

23 that ti .. and to Staff. By September 23rd, United, GTE 

24 and southern lell should file the late-tiled exhibit I 

25 have juat requested of Mr. Poag. And then by october 7th, 
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1 Mr. Gillan will file a late-filed exhibit in reaponae to 

2 tba LBC'a atat ... nt of appropriate cost to use for the 

3 baaia of a coat-based rate and the work papera. So he 

4 vill only liait hia response to that second portion that I 

5 bave juat .. ntioned. And that is due october 7th. And 

6 Vbat we bave all a9reed to is to extend to october 12th 

7 the filing by the parties of the briefs. And we will 

8 reviH the CASR. 

9 CHAIRMAN DEASON: Are all partiea in a9reeaent 

10 vith what Staff counael just described? 

11 118. ICAUFMAN: Yes, Mr. Chl'\raan. 

12 KR. PONS: Yea, air • 

13 CHAIRMAN DEASON: Let's identify, ao we're 

14 abundantly clear aa to the LEC exhibits, which will be 

15 filed on septeabar the 2Jrd by exhibit number -- would 

16 tbat be 19, 30 and 43 that we are about to identify? 

17 118. CANZANO: Yes. 

11 CHAIRMAN DEASON: Let's go ahead and identify 

19 Kr. Poa9'a late-filed exhibit, which will be due September 

20 the 23rd aa Late-filed 43. 

21 (Late-filed Exhibit No. 43 identified.) 

22 CHAIRMAN DEASON: And short title for that, 

23 pleaH. 

24 KS. CANZANO: Be United's Cost Data fo~ DSl and 

25 083. 
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1 CHAIRMAN DEASON: That's the ahort title. We 

2 underatand it'a going to encompass all that you've juat 

3 previoualy deacribed. 

4 Okay, I assume that we will identify 

5 Kr. Gillan'• reaponsive late-filed exhibit when be takea 

6 tbe atand on rebuttal? 

7 

8 it nov? 

9 

10 

MS. CANZANO: Yes -- or do you object to doinq 

MS. KAUFMAN: Either way, or we can do it now. 

CHAIRMAN DEASON: Let's just keep it clean. 

11 Let'• do it vhen be'a on the stand. 

12 ... Canzano, you mentioned that the CASR would 

13 have to be reviaed. I• that going to change the 

14 anticipated date of voting on this matter? 

15 MS. CANZANO: No, absolutely not . We are only 

16 going to extend by a few days the date for filing of 

17 briefa. 

11 

Tbia vay we're all accommodating each other. 

CHAIRMAN DEASON: Very well. 

lt Q (By ... Canzano) At this time Staff baa 

20 diatributed a atack of documents. For the depoaition 

21 one tbat'• called depoaition transcript: an errata abeet, 

22 it'• been brOQ9ht to my attention that an errata abeet 

23 needa to be added to that document which Lance will be 

24 paaaing out right nov. Do you have a copy of theae 

25 dOCWMnta? 
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1 I don't have the errata, but I did aign an 

2 errata earlier and that's --

3 Q Lance will be paosing one to you. Have you had 

4 a cbance to review this material? 

5 A I have had, yes, a chance to review the exhibit• 

6 tbat y'all paaaed out. 

7 Q Were they -- for the discovery responaea, were 

8 tboae prepared by you or under your superviaion? 

9 A Yea. 

10 Q Are theae aaterials accurate to the beat of your 

11 knowledge? 

Yea • 12 

13 MS. CANZANO: Chairman Deason, I would like 

14 the .. aarked for identification at this time. 

15 CHAIRMAN DEASON: The deposition tranacript with 

16 the errata aheet will be identified as Exhibit No. 44. 

17 Raaponae to Staff POD Nos. 4 and a will be identified as 

11 Bxbibit No. 45. 

11 MS. CANZANO: Maybe I should make clear on that 

20 that ve have diatributed only the redacted versions, and 

21 it'• the confidential aaterial that's to be made aa the 

22 actual exhibit. 

23 CHAIRMAN DEASON: Very well, is that understood 

24 by everyone? So therefore , the Exhibit 45 will be the 

25 actual r .. pon••• that are confidential? 
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1 MS. CANZANO: That is correct. 

2 CHAIRMAN DEASON: Response to Staff 

3 Interrogatories 18 through 26, 27 through 547 End Report 

4 Scbedulaa in Response to IAC Interrogatories will be 

5 identified as Exhibit No. 46 . Response to Staff 

6 Interrogator!•• 1 through 9, 3, 12 through 15, and 50 

1 through 85, and Responses to IAC Interrogatories 3 throu9h 

8 7, 10, 15, 16 and 19, along with selected End Report 

9 Scbedulea will be identified as Exhibit No. 47. The 

10 illuatrative tariffs will be identified as Exhibit No. 

11 48. C.ntel's Intrastate Local Transport Restructure 

12 Tariff will be identified as Exhibit No. 49. United's 

13 Intraatate Local Transport Restructure Tariff will be 

14 identified as Exhibit No. 50, and the Centel's Special 

15 Ace••• and Private Line Tariffs, and Tariff 94-409 in 

16 Reaponae to Staff POD No. 20, will be identified as 

17 Exhibit No. 51. And United's Tariffs T-94-196 and 

18 T-94-410 in Response to staff POD No . 13 will be 

19 identified as Exhibit No. 52. 

20 MS. CANZANO: Thank you. staff has no further 

21 questiona. 

22 (Exhibit Nos. 44, 45, 46, 47, 48, 49, 50, 51 and 

52 aarked for identification.) 23 

24 CHAIRMAN DEASON: Commissioners? Redirect, 

25 llr. Fona? 
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1 WITaJESS POAG: I have a little bit of a concern 

2 that I'a being asked to provide a late-filed exhibit for a 

3 pricing atructure which I disagree with very aucb, and 

4 it'• not clear to ae that I had a chance to get into the 

5 record aa.e ca..ents about that. 

6 CHAIRMAN DEASON: Are you gl)i.ng to conduct your 

7 own redirect then? 

8 REDIRECT EXAMINATION 

9 BY Jill. POliS: 

10 Q Kr. Poag, do you have any comments on the 

11 lata-filed exhibit you've been asked to provide? 

12 CIIAIRIIAN DEASON: Please proceed if you do. 

13 JIR. PONS: Thia is your chance, Ben. 

14 liS. KAUFMAN: Excuse me, Mr . Chairman. 

15 I'• 90ing to have to object to this. It was my 

16 understanding that the parties had agreed to the 

I think 

17 resolution of how these exhibits were going to be handled, 

18 and I'a sura that aost of the parties reached a 

19 co.proai .. , and I don't think it's appropriate for 

20 Kr. Poa9 now to discuss why he thinks the compromise 

21 CHAIRMAN DEASON: Maybe we need to review the 

22 atra ... nt. It's ay understanding the agreement is to 

23 follow tbis procedure and format for filing the 

24 inforaation. And a lot of it is mathematical type 

25 calculations. Tbara is some analysis about the 
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1 appropriateneaa of the methodology, and I aaauae that what 

2 Kr. Poa9 want• to do at this time is to expre•• here on 

3 the record vben he'• got the Commission to liaten to hia 

4 what bi• proble .. are with the methodology. And I don't 

5 ... a prQbl .. with doing that here as opposed to putting 

6 it in the exhibit or doing it both. I don't really 

7 undaratand tbe objection is the problem. 

8 MS. KAUFMAN: Mr. Chairman, the objection ia 

9 that tbe partie• agreed to the compromise aa to how theae 

10 exhibit• are going to be handled, and we had extensive 

11 diacuaaion yeaterday about lAC's problems, and I'll tell 

12 you, IAC i• not totally satisfied with thia, but baa 

13 agreed to it, and now I think Mr. Poag is being given the 

14 opportunity to expr••• hia opinion as to why he'• not 

15 happy with the coaproaise, and I guess if you want to hear 

16 Kr. Poa9'• opinion on that, then Mr. Gillan probably has 

17 •aae oa.aent• to offer as well. But I thought the idea of 

18 tbi• wa• to reach a compromise as how the exhibit• were 

19 90ift9 to be handled. 

20 CHAIRMAN DEASON: And I think there is a 

21 coaproai•e on the way the exhibits are going to be 

22 handled, but that'• not goinq to stifle any party'• 

23 ability to expre•• why the methodology is good or bad, and 

24 I think that'• all Kr. Poag is trying to do . And 

25 Kr. Gillan, obvioualy, will have an opportunity on 
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1 rebuttal, vben he'• asked, to prepare a late-filed 

2 r .. poneive exhibit to express his concerns one way or the 

3 otbar. 

4 MS. KAUFMAN: I understand, Mr. Chair.an. 

5 CHAIRMAN DEASON: Now, in all seriousness, 

6 Kr. Poag, you aay respond to your concerns as part of your 

7 redirect. 

8 WITNESS POAG: Thank you, Chairman Deason. 

9 rlrat of all, I would like to point out that the rate• 

10 that were developed and filed by united and Centel were 

11 not •a.ething that was developed, you know, specifically 

12 just for the local transport restructure. Th~ FCC, when 

13 tbey aa.e to a conclusion on what they were going to do 

14 with tbe local transport restructure, said, we already 

15 have •pecial access rates on the interstate aide for DSl 

16 and DS3, and with aoae qualifications, essentially said, 

17 local telephone coapanies, go use those rate•. And tho•• 

18 rat .. were basically aarket based. 

19 In United and Centel's filing in Florida, we 

20 took e• .. ntially that aa•e structure and proposed that 

21 here within the state. And it is a market-baaed, not a 

22 coat-baaed, approach to pricing, and that is the 

23 appropriate approach to pricing. 

24 An analogy that's very close to home here in 

25 Florida i• the way we've priced residential local exchange 
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1 .. rvice. Today, if we look at what it coat ua to provide 

2 local exchange aervice in some of the rural, low den•• 

3 areaa, it probably ia much higher than in the high denae 

4 ar ... , but the pricing is in the opposite direction. In 

5 tba rural local ar••• with the smaller local calling 

6 areaa, the price ia lower than it is in the high dense 

7 areaa vbere the coat is lower. And the rationale ia that 

8 becauae in the aore rural areas there isn't aa auch deaa:nd 

t and there ian•t aa auch penetration, therefore, in order 

10 to further the univeraal service objective, you have a 

11 lover price in thoae particular areas . 

12 If you look at just real simple, if you think 

13 through the logic of it, if you put a central ott ice out 

14 there to aerve a thouaand customers, and you have to dig a 

15 trench and you're only putting smaller cable• in thoae 

16 trencbea, veraua in a aore highly dense area, where you 

17 have a lot aore aubacribers justifying the cost of that 

18 building, juatitying the cost of that switching equipaent, 

19 and a larver cable ia going into those trenches, it'• 

20 pretty quickly obvioua that the cost relati~~ship with 

21 regard to pricing ia inverse. And the reason ia that it's 

22 not driven by coat. It'• driven by market. 

23 Siailarly, it you look at how we price our 

24 avitched acce•• .. rvicea, our switched access service• 

25 today have very little, other than structure, to do with 
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1 co•t. A typical example there is is that on the 

2 intra•tate •ide, our intrastate acceaa charge• are twice 

3 -- nearly twice, not quite twice, what our interatate 

4 acoe•• .witched access charges are. 

5 So we have got to do the pricing baaed on the 

6 aarket. If we're not allowed to price these tranaport 

7 .. rvica• tbe •a•• as our competitors are pricing the•, 

8 tben we're voing to lose that market. And to the extent 

9 tbat ve loae that aarket, I think the general body of 

10 ratepayer• will not benefit. And I can tell you that 

11 there are -- vot a list of them, of interexchanve 

12 carrier•, and I would like to read to you what ao .. of 

13 their cro••over points are for their DSl and DSJ 

14 facilitie•. 

15 MS. KAUFMAN: Excuse me, Mr. Chairaan. I 

16 recognize tbat we're on redirect . I think Mr. Poag i• 

17 90ing vell beyond the question on redirect, reading 

18 tariff• into the record. 

11 CHAIRMAN DEASON: Perhaps Mr. Fons can help me. 

20 Wa• there any queation on direct examination aa to the 

21 cro••ov•r point• of the various IXCs? 

22 KR. PONS: There is not specifically, but 

23 intrinaically in the queations that were asked by Staff on 

24 the i••ue of tbe co•t of providing cost-based DSl and DS3, 

25 tbat i• vbat Kr. Poag ia responding to, and be'• trying to 
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1 indica~• tha~ i~'• aarket driven not coat driven. 

2 COMMISSIONER CLARK: I think we underatand that, 

3 and I don'~ tbink there'• any reason to go into a 

4 diaeuaaion of vbat ~he IXCs are charging and what their 

5 croaaover poin~ ia. I really do think it'• vay beyond. 

6 CHAIRMAN DEASON: It's almost !2:30. We haven't 

7 bad lunch ye~ either. 

8 KR. PONS: I understand. I have no fu~her 

9 redirect questions. 

10 

11 

12 

MS. CANZANO: Commissioners, before ve break 

MR. WIGGINS: Ben, do you have anymore? 

IIR. PONS: Doe:s Ben? Yeah, Ben, do you have 

13 an,.or• quea~iona? 

14 KS. CANZANO: Staff needs to add one aore 

15 exblbl~, vitb indulgence. 

16 RECROSS EXAMINATION 

17 BY liS. CANZANO: 

18 Q Kr. Poag, have you received -- are you familiar 

19 with a docuaant that vas delivered this morning to tbi• 

20 CO..iaaion tba~ i• a confidential material that'• in 

21 reaponae ~o S~aff'• Third Request for POD No. 10? It'a, I 

22 think, tbe corrected version, the selected pagea. 

23 KR. PONS: Yea, he's familiar with it. 

24 CHAIRMAN DEASON: The attorney is answering the 

25 quea~iona and the witnes.s is doing his own redirect. 
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KR. PONS: Isn't that the way it should be? 

(Laughter) 
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3 CHAIRMAN DEASON: Mr. Poag, are you faailiar 

4 vitb tbat docuaent or material? 

5 WITifESS POAG: No, sir, I am not. I aa sorry. 

6 I -y be, but I -y not remember it by the nUilber. How is 

7 that? 

8 Q (By Ka. Canzano) Would you like to see that 

t aaterial? 

10 CHAIRMAN DEASON: Is this something we can take 

11 up when Mr. Poag takes the stand on rebuttal? 

12 MS. CANZANO: He's not on rebuttal • 

13 

14 Q 

KR. PONS: His memory has been refreshed. 

(By Ka. Canzano) Is this material accurate to 

15 tbe be•t of your knowledge? (Pause) 

16 A I va• looking at it last night and there is a 

17 poaaibility that there aay be a change that I want to 

11 aake, but I aa not positive until I •••t with ay coatinv 

11 tol-. on lt. ~t at the tiae th~t l did it. it waa. to 

ao the but of av tNwlectp. accur-ate. 

21 MR. roMS: I think this is part of the whole 

22 late-filed exhibit. I think we're getting -- Staff is 

23 getting back into •oaething I thought we had agreed on, 

24 vas that we would look at the numbers which Mr. Gillan is 

25 u•ing and indicate whether or not those are proper 
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1 that again. 

2 so this is part of the late-filed exhibit. 

3 CHAIRMAN DBASOH: This subject matter would then 

4 be part of Late-filed 43? 

5 

' 
7 tbat vay. 

8 

KR. PONS: Yea, sir. 

CHAIRMAN DBASOH: Perhaps we'll just handle it 

liS. CANZANO: Okay. Do we need to prov~de 

9 redacted veraiona of this aaterial to the parties? 

10 KR. PONS: I think that they are being provided 

11 by aail today as a result of us filing those revised 

12 once they -the redacted, they're not going to see 

13 anything, 110 it'• not going to make any difference. 

14 liS. CANZANO: Thank you . 

15 CHAIRMAN DEASON: Exhibits? Staff has 

16 identified a nUIIber of exhibits. Two of thea are 

17 late-filed. The rest are Exhibits 44 through 52. 

18 

19 

20 

21 

22 

23 

liS. CANZANO: That's correct. 

CHAIRMAN DEASON: Do you move 44 through 52? 

liS. CANZANO: Yes, I do. 

CHAIRMAN DEASON: Without objection --

KR. PONS: I -- all right, I have no objection. 

CHAIRMAN DEASON: Exhibits 44 through 52 are 

24 therefore adaitted and we will recess for lunch at this 

25 tiae. We will reconvene at l : Jo. 



• 

• 

• 

833 

1 (Exhibit Nos. 44, 45, 46, 47, 48, 49, so, 51 and 

2 52 received into evidence.) 

3 (LUnch recess from 12:30 until 1:30 p.a.) 
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