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PROCEEDINGS 

(Hearing reconvened at 2:45 p.m.) 

(Transcript continues in sequence from 

rolume 1). 

CHAIRMAN CLARK: We'll call the hearing back 

:o order. Mr. Guedel. 

MIKE GUEDEL 

?as called as a witness on behalf of AT&T Communications 

,f the Southern States, Inc., and having been duly 

sworn, testified as follows: 

DIRECT EXAMINATION 

ay MS. DUNSON: 

Q Mr. Guedel, have you previously een sworn? 

A Yes, I have. 

Q Would you please state your name and business 

address for the record? 

A My name is Mike Guedel. My business address 

is 1200 Peachtree Street, Northeast, Atlanta, Georgia 

30309. 

Q 

A I'm employed by AT&T as a manager in the 

By whom are you employed and in what capacity? 

network services division. 

Q Did you cause to be prepared 15 pages of 

direct testimony which was prefiled on behalf of AT&T in 

Docket No. 950984-A and which was adopted in Docket No. 
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A Yes, I did. 

Q Do you have any 

:estimony? 

A No, I do not. 

changes or corrections to this 

-he same questions today, as Q If I asked you 

w e  contained in your written testimony, would your 

inswers be the same? 

A Yes, they would. 

MS. DUNSON: Madam Chairman, I move for 

idmission of Mr. Guedel's direct testimony into the 

record. 

CHAIRMAN CLARK: The prefiled direct testimony 

Jf Mike Guedel will be entered in the record as though 

read, and it is dated November 27th, 1995. 

WITNESS GUEDEL: Correct. 
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WILL YOU PLEASE IDENTIFY YOURSELF? 

My name is Mike Guedel and my business address 

is AT&T, 1200 Peachtree Street, NE, Atlanta, 

Georgia, 30309. I am employed by AT&T as 

Manager-Network Services Division. 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 

WORK EXPERIENCES. 

I received a Master of Business Administration 

with a concentration in Finance from Kennesaw 

State College, Marietta, GA in 1994. I 

received a Bachelor of Science degree in 

Business Administration from Miami University, 

Oxford, Ohio. Over the past years, I have 

attended numerous industry schools and seminars 

covering a variety of technical and regulatory 

issues. I joined the Rates and Economics 

Department of South Central Bell in February of 

1980. My initial assignments included cost 

analysis of terminal equipment and special 

assembly offerings. In 1982, I began working 

on access charge design and development. From 

1 



205 

c 

c 

8 

9 

10 

11 

12 

13 

14 

15 

16 Q. 

17 

18 A. 

19 

20 

21 

22 

23 

24 

25 

May of 1983 through September of 1983, as part 

of an AT&T task force, I developed local 

transport rates for the initial NECA interstate 

filing. Post divestiture, I remained with 

South Central Bell with specific responsibility 

for cost analysis, design, and development 

relating to switched access services and 

intraLATA toll. In June of 1985, I joined 

AT&T, assuming responsibility for cost analysis 

of network services including access charge 

impacts for the five South Central States 

(Alabama, Kentucky, Louisiana, Mississippi, and 

Tennessee). 

PLEASE DESCRIBE YOUR CURRENT RESPONSIBILITIES. 

My current responsibilities include directing 

analytical support activities necessary for 

intrastate communications service in Florida 

and other southern states. This includes 

detailed analysis of access charges and other 

LEC filings to assess their impact on AT&T and 

its customers. In this capacity, I have 

represented AT&T through formal testimony 

2 
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before the Florida Public Service Commission, 

as well as regulatory commissions in the states 

of South Carolina and Georgia. 

WH?iT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my testimony is threefold: 

First, I will describe in a generic sense the 

concept of n8unbundling*8 and its role in 

interconnection arrangements, 

Second, I will demonstrate why it is necessary 

for the incumbent local exchange companies 

(LECs) to unbundle their local networks. 

Third, I will recommend specific guidelines for 

the technical arrangement and pricing of the 

unbundled network elements. 

3 
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Q.  WHAT IS  MEANT BY THE TERM INTERCONNECTION? 

A. Interconnection refers to the act of linking 

two networks together such that calls or 

messages that originate on one of the networks 

may transit or terminate on the other network. 

Traditionally, in the switched environment, 

interconnection has taken place on either the 

line-side or the trunk-side of a local exchange 

company's switch. Typical interconnection 

arrangements have included switched access, 

cellular interconnection, Enhanced Service 

Provider(ESP) interconnection, and the 

interconnection of end user Customer Provided 

Equipment (CPE) through local service 

arrangements. 

In the implementation of local competition, 

these traditional types of interconnection will 

still be useful, but may not be sufficient to 

meet the all of the needs of all potential 

interconnectors. A more open or **unbundled" 

set of interconnection options and 

interconnection architectures will need to be 

made available. 

4 
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1 Q. WOULD YOU DESCRIBE WHAT YOU MEAN BY "UNBUNDLED" 

2 INTERCONNECTION ARRANGEMENTS? 

3 

4 A. Unbundling is the identification and 

5 disaggregation of useful components of the 

6 local exchange network into a set of elements, 

I or Basic Network Functions (BNFs) which can be 

8 individually provided, costed, priced, and 

9 interconnected in such a manner as to provide 

10 other telecommunications service offerings. 

11 For example, local exchange service can be 

12 81unbundled8t into loops, local switching, and 

13 transport. 

14 

15 AT&T has identified 11 components or BNFs 

16 associated with local exchange services which 

17 may be effectively and usefully unbundled. 

18 These include: loop distribution, loop 

19 concentration, loop feeder, switching, operator 

20 systems, dedicated transport links, common 

21 transport links, tandem switching, signaling 

22 links, signal transfer points, and signal 

23 control points. 

24 

5 



2 0 9  

,- 

c 

Further, it must be noted that the list of BNFs 

described above must not be considered static 

or necessarily complete. Additional functional 

elements may continue to be identified as 

telecommunications technology evolves. 

6 

7 

8 Q. 

9 DETERMINE THE VIABILITY AND POTENTIAL 

WHAT GENERAL CRITERIA CAN BE USED TO DEFINE OR 

10 USEFULNESS OF BNFS? 

11 

12 A. Several criteria can be used in defining BNFs. 

13 First, the unbundled element must represent a 

14 discrete stand-alone logical component. 

15 Second, the unbundled element must be 

16 separately measurable and billable. Third, the 

17 unbundled elements must be associated with 

18 clearly identified interface standards. 

19 

20 

21 Q. WHY IS NETWORK UNBUNDLING ESSENTIAL TO THE 

22 POTENTIAL DEVELOPMENT OF LOCAL COMPETITION? 

23 

24 A. The incumbent local exchange companies (like 

25 BellSouth) currently hold a monopoly on the 

6 
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21 

22 

23 

24 

provision of local exchange service within 

their respective operating territories. while 

competition has developed with respect to 

interexchange services and some enhanced 

telecommunications services over the past 15 

years, final access to the customer (the last 

mile) effectively remains the sole province of 

the incumbent LECs. Under the protection of 

local franchise, the LECs have spent hundreds 

of millions of dollars over the years 

constructing networks to reach every potential 

local exchange customer. 

It is unlikely that a potential competitor 

would be willing or able to invest the capital 

required to duplicate this existing LEC network 

simply on the chance that it might attract some 

local service customers. Further, even if the 

financial resources were available, significant 

time would be required to obtain necessary 

"right of way" authorizations and to construct 

the duplicative network. With the requirement 

of building a new network, competition, if it 

developed at all, would develop slowly, and it 

I 
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would likely benefit only a very limited number 

of customers. 
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21 Q. WILL THE UNBUNDLING OF THE INCUMBENT LEC 

22 FACILITIES/SERVICES ENSURE THAT COMPETITION 

23 WILL DEVELOP IN THE LOCAL EXCHANGE? 

24 

Unbundling will allow potential competitors to 

begin providing limited local service 

arrangements without incurring all of the 

expense of duplicating the LECs ubiquitous 

local network. A new entrant, for example, 

could begin providing service within a 

geographic area by installing local switching 

capability and purchasing unbundled loops (or 

links) from Bellsouth. This arrangement would 

have several advantages over the option of 

building all new facilities: 1) it would be far 

less capital intensive, 2 )  it would allow 

competition to develop much faster, and 3) it 

would likely bring the benefits of competition 

to a much larger group of customers. 
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No. At this time it is not clear as to whether 

or not the local exchange market will ever 

become effectively competitive. While, 

unbundling, if appropriately implemented, will 

tend to mitigate one of the major barrier to 

the development of local competition, it will 

not in and of itself guarantee that competition 

will develop. 

WHAT IS  THE SCOPE OF THIS  DOCKET WITH RESPECT 

TO UNBUNDLING? 

This docket has been established to consider 

the unbundling of local loops (or links), and 

the unbundling of local switching functions 

including the associated cross connect 

arrangements. 

PLEASE DESCRIBE THE LOCAL LOOP FACILITY.  

The local loop functions to connect an end user 

premises to the serving wire center of the 

local exchange company. The traditional local 

9 
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loop facility can be divided into three 

functional sub-elements: 1) local distribution, 

which connects the end user premises to the 

feeder distribution BNF or a concentrator 

/multiplexor , 2) the concentrator multiplexor 
which connects the distribution BNF to the 

feeder facility, and 3) the feeder facility 

which completes the connection back to the 

serving wire center or central office. 

PLEASE DESCRIBE THE LOCAL SWITCHING FUNCTIONS? 

The primary function of the local switch is to 

create on demand temporary paths connecting 

local loops to other local loops or local loops 

to interoffice transport facilities. Typical 

switching functions include: 1) recognizing 

service requests, 2) obtaining call specific 

information, 3) data analysis, 4) route 

selection, 5) call completion, 6) testing and 

recording, etc. Further, the local switching 

BNF must include access to unbundled Advanced 

Intelligent Network (AIN) triggers. These 

triggers will offer a new entrant certain call 

10 
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control capability within the LEC switch 

allowing it to customize its end user offerings 

without having to duplicate the LEC switch. 

1 

2 

3 

4 

5 

6 Q. WOULD YOU DESCRIBE THE CROSS CONNECTION 

I FUNCTION? 

8 

9 A. Yes. The cross connect function completes the 

10 connection between an unbundled loop and a LEC 

11 switch, a new entrant switch, or a direct 

12 transport facility. This function effectively 

13 facilitates the unbundling process by allowing 

14 a new entrant to purchases (and interconnect 

15 with) the particular pieces (and only those 

16 pieces) of the LEC network that it requires. 

17 

18 

19 Q. WHAT ARE THE APPROPRIATE TECHNICAL ARRANGEMENTS 

20 FOR THE PROVISION OF SUCH UNBUNDLED ELEMENTS? 

21 

22 A. The overarching guideline should be to provide 

23 the unbundled elements in such a manner as to 

24 not inhibit the new entrant from providing the 

25 same quality of service as the incumbent LEC. 

11 
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That means that the technical arrangements used 

to connect the unbundled element(s) to a new 

entrant's network should be equal to those 

currently used to connect the element(s) within 

the LEC's own network. New entrants should 

have cooperatively engineered interconnection 

arrangements, equal service quality or 

performance parity, and the opportunity to 

interconnect at the same points or virtually 

the same points where practicable as the 

incumbent LEC. 

WHAT ARE THE APPROPRIATE FINANCIAL ARRANGEMENT8 

FOR SUCH UNBUNDLED ELEMENTS? 

The target price for the unbundled elements 

should be the Total Service Long Run 

Incremental cost (TSLRIC) that the LEC incurs 

in providing them. 

simultaneously ensure that the incumbent LEC 

recovers all of the costs that it incurs in 

providing the unbundled element(s) (including 

cost of money), while it encourages the 

potential development of competition by 

Pricing at the TSLRIC will 

12 
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offering the unbundled element(s) (at least 

from a price perspective) in a competitively 

neutral manner. 

1 

2 

3 

4 

5 

6 Q. HOW WILL PRICING THE UNBUNDLED ELEMENTS AT 

7 TSLRIC PROMOTE A COMPETITIVELY NEUTRAL 

8 OFFERING? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

The actual cost that the LEC incurs in 

providing the unbundled element, either to 

itself or to a new entrant, is represented by 

the TSLRIC. The actual cost that a new entrant 

incurs is the price that it has to pay to the 

LEC for the unbundled element. 

Therefore, if the incumbent LEC offers the 

unbundled element(s) at TSLRIC, then both the 

incumbent LEC and the new entrant will incur 

the same cost with respect to that unbundled 

element(s). With prices set  at TSLRIC, neither 

the LEC nor the new entrant is disadvantaged. 

Thus the price is competitively neutral. 

13 
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On the other hand, if the LEC's price is set 

above its TSLRIC, then the new entrant's costs 

(i.e., the price charged by the LEC) becomes 

higher than the LEC's cost. 

(end user) prices (of both the LEC and the new 

entrant) must cover all of the costs incurred 

in providing the respective services, pricing 

unbundled elements in excess of TSLRIC would 

provide the LEC with a competitive advantage in 

the retail market. 

Because retail 

1 

2 

3 

4 

5 

6 
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8 

9 

10 
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12 

13 Q. WOULD YOU SUMMARIZE YOUR TESTIMONY? 

14 

15 A. Yes. Attempts to promote the development of 

16 local exchange competition serve the public 

17 interest. Further, it must be recognized that 

18 the general availability of facility based 

19 competition, while desirable, is not likely to 

20 develop in the near term. 

21 

22 

23 

24 

Therefore, to encourage the development of 

potential local competition, and to encourage 

the breadth of competitive availability, the 

14 
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Commission must order BellSouth to unbundle its 

services into the underlying BNFs. 

The unbundled elements (BNFs) should be offered 

to new entrants under the same basic 

arrangements and with the same technical 

capabilities as they are used by BellSouth in 

the provision of its services. To further 

encourage the potential development of 

competition, the unbundled elements should be 

priced at the TSLRIC incurred by BellSouth in 

providing each element. 
.C 

1 
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13 

14 

15 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

16 

17 A. Yes. 

15 
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Q (By Ms. Dunson) Mr. Guedel, did you prepare a 

;ummary of your testimony? 

A Yes, I did. 

Q Would you please give it for the record? 

A Yes. In today's telecommunications 

Environment, the incumbent local exchange companies 

possess an essential monopoly on the provision of local 

exchange service. 

franchise, these companies have spent hundreds of 

millions of dollars over the years constructing networks 

to reach every potential local exchange customer. In 

this environment, it is unlikely that a potential 

competitor would be willing to invest the capital 

required to duplicate this network solely on the chance 

that it might attract some local customers. And even if 

the resources and the commitment were available, it 

would take years to accomplish. 

Under the protection of local 

Unbundling will allow potential competitors to 

begin providing limited local service arrangements 

without incurring all of the expense of duplicating the 

LEC network. This unbundling arrangement would have 

several advantages over the option of building all new 

facilities: One, it would be far less capital- 

intensive; two, it would allow competition to develop 

much faster; and three, it would likely bring the 
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,enefits of competition to a much larger group of 

xstomers. 

Therefore, incumbent local exchange companies 

nust unbundle all local network elements at the logical 

ind technically feasible points. In other words, we are 

isking that they unbundle their existing networks to 

>emit the purchase of basic network functions 

sssentially at those points in their networks where they 

sffectively interconnect with themselves. 

Within these guidelines, AT&T has identified 

11 basic network functions, or BNFs, that we believe can 

De practically and usefully unbundled today. 

include: Loop distribution, loop concentration 

nultiplexing, loop feeder, switching, operator systems, 

dedicated transport links, tandem switching, signaling 

links, signal transfer points and signal control 

points. 

docket, however, my testimony addresses specifically 

local loops and local switching. 

They 

In conjunction with the defined scope of this 

Consistent with the above-described BNFs, the 

local loop must be unbundled from the rest of the local 

network and further unbundled into loop feeder, loop 

concentration multiplexing, and loop distribution, to 

provide complete utility. 

The local switching element basically is a 
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itandalone element. And let me clarify. In my 

:estimony I mentioned, in describing the local switch, 

;everal aspects of the local switch or several functions 

:hat are contained within the local switch. But AT&T is 

lot asking at this time that Southern Bell unbundle the 

Local switch or price those particular functions 

geparately. That concludes my summary. 

MS. DUNSON: The witness is available for 

:ross-examination. 

CHAIRMAN CLARK: Mr. Melson? 

MR. MELSON: No questions. 

CHAIRMAN CLARK: Mr. Self? 

MR. SELF: No questions. 

CHAIRMAN CLARK: Mr. Fincher? 

MR. FINCHER: No questions. 

CHAIRMAN CLARK: Mr. Falvey? 

MR. FALVEY: No questions. 

CHAIRMAN CLARK: Mr. Carver? 

MR. CARVER: Yes, I have a few. Thank you. 

CROSS-EXAMINATION 

3Y MR. CARVER: 

Q Good afternoon, Mr. Guedel. 

A Good afternoon. 

Q Now, it’s AT&T’s position, is it not, that the 

local loop should be unbundled into 11 components? 
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A No. The network should be unbundled into 11 

zomponents . 
Q But there are 11 components? I've got that 

part right? 

A Yes. 

Q Okay. Is AT&T certificated as an ALEC in 

Florida? 

A NO. 

Q Is AT&T authorized to provide dial tone for 

local exchange service anywhere in the United States at 

present? 

A I'm not sure I know the answer to that. I do 

believe we're providing service in Rochester, local 

service in Rochester, New York, but I'm not aware of any 

other place. 

Q To come back to Florida, I assume that AT&T 

has not made an unbundling request, per se, on 

BellSouth? 

A Not specifically to Florida, no. 

Q Do you have any knowledge to suggest that 

there's any telecommunications provider who is providing 

or who is authorized to provide dial tone in Florida, 

who has a particular need for all of these 11 elements? 

A No, I'm not, not any specific provider. The 

purpose of introducing these 11 elements is to provide a 
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iramework of unbundling that we believe is necessary to 

,remote competition within the state. 

:hese elements can be unbundled, technically and 

Feasibly, and that that opportunity or that option would 

:hen be available to potential competitors. 

Would it be fair to say that you believe that 

We believe that 

Q 

shese 11 components should be offered by BellSouth, even 

if therefs no demand for them? 

A I certainly believe the commitment to offer 

:hem should be there. I believe if they are offered 

:hey at least give opportunities for potential 

:ompetitors to consider these unbundled elements in 

lesigning a network, and that gives more flexibility to 

iesigning a network. And further is the possibility 

that competition will develop in the local exchange. 

so, yes. 

Q I'm just not clear on the procedure. Are you 

saying that if a competitor requests one of these 

elements, then at that time BellSouth should undergo 

dhatever administrative expenses are necessary to create 

that offering? Are you saying that it should be done, 

now, up front, so that it will be there if someone wants 

it in the future? 

A I think it should be there now. 

Q Are you familiar with the unbundling structure 
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:hat's set forth in Section 364.161 of the statute? 

A I don't have that in front of me. 

Q Okay. Are you familiar, generally, with what 

,t states? 

A I'm not sure I do. 

Q Do you -- okay, that's fine. Now, is it 

LT&T's position that these unbundled loop elements 

should be sold by BellSouth at their incremental cost? 

A Yes. The unbundled elements, the essential or 

nonopoly unbundled elements, should be provided at 

lirect cost that BellSouth incurs in basically providing 

:he elements. 

Q Would you take that same position as to any 

services that BellSouth sells to its competitors on a 

aholesale basis? And by wholesale I'm not talking about 

?rice; I'm just talking about something that's sold to 

someone else for resale. 

A I don't know. That's too broad of a question, 

1 think, to answer. If you could narrow it. 

Q No, I really can't. And if you can't answer 

it at that level, then that's fine. Okay. 

Let me ask you, does AT&T currently sell any 

portions of its network to its competitors at 

incremental cost? 

A I don't know. 
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l4R. CARVER: Thank you. That's all that I 

lave. 

CHAIRMAN CLARK: Ms. Wilson? Ms. Weiske? 

MS. WEISKE: No questions. 

CHAIRMAN CLARK: Staff? 

CROSS-EXAMINATION 

3Y US. cANzAN0: 

Q Good afternoon, Mr. Guedel. Do you have in 

iront of you a document that's the deposition transcript 

>f 12-20, 1995? 

A Yes, I do. 

Q To your knowledge, is this document true and 

:orrect? 

A Yes. Again, I believe there might be a couple 

,f typos, but it's substantively accurate. 

MS. CANZANO: Commissioners, at this time I 

rould like this marked for identification. 

CHAIRMAN CLARK: It will be marked as exhibit 

3 .  

(Exhibit No. 9 marked for identification.) 

MS. CANZANO: Thank you. Staff has no further 

pestions. 

CHAIRMAN CLARK: Redirect? 

MS. DUNSON: No redirect. 

CHAIRMAN CLARK: Exhibits? Staff mbves -- 
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MS. CANZANO: Staff moves Exhibit 9. 

CHAIRMAN CLARK: Exhibit 9 is admitted without 

Dbjection. 

(Exhibit No. 9 received into evidence.) 

CHAIRMAN CLARK: Thank you, Mr. Guedel. You 

are excused. 

WITNESS GUEDEL: Thank you, Commissioner. 

CHAIRMAN CLARK: Mr. Gillan. 

JOSEPH GILLAN 

was called as a witness on behalf of AT&T Communications 

of the Southern States, Inc., and having been duly 

sworn, testified as follows: 

DIRECT EXAMINATION 

BY MR. TYE: 

Q Mr. Gillan, would you state your name and 

business address for the record? 

A Joseph Gillan, P. 0. Box 541038, Orlando, 

Florida 32854. 

Q And Mr. Gillan, by whom are you employed? 

A I'm self-employed. 

Q And you're testifying on behalf of AT&T in 

this proceeding? 

A Yes, sir. 

Q Now Mr. Gillan, did you prepare and cause to 

be prefiled in this proceeding rebuttal testimony 
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Zonsisting of 24 pages of questions and answers? 

A Yes, I did. 

Q Do you have any changes, corrections or 

additions you need to make to that testimony at this 

time? 

A Excuse me. Yes. On Page 7, Line 6, there’s a 

reference to when the Commission’s equal access exchange 

weas were terminated that says 1990, and that should be 

=hanged to January lst, 1992, period, with the remainder 

3f  that sentence stricken. 

Q Is that the only correction you need to make 

at this time, Mr. Gillan? 

A Yes. 

Q Now with that correction noted, if I asked you 

the questions contained in this testimony here today, 

would you give me the same answers contained therein? 

A Yes. 

Q And Mr. Gillan, this testimony was filed in 

the MFS portion of this docket; was it not? 

A I believe so, yes. 

Q And do you also adopt this testimony for the 

KCI Metro portion of this docket? 

A Yes. 

MR. TYE: Madam Chairman, I would ask that 

M r .  Gillan’s prefiled testimony be copied into the 
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record as though given orally. 

CHAIRMAN CLARK: The prefiled rebuttal 

testimony of Mr. Gillan dated December llth, 1995 will 

be inserted into the record as though read. 
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Q. Please state your name and business address. 

A. My name is Joseph Gillan. My business address is P. 0. Box 541038, Orlando, 

Florida 32854. 

Q. What is your occupation? 

A. I am an economist with a consulting practice specializing in 

telecommunications. My clients span a range of interests and have included 

state public utility commissions, consumer advocate organizations, local 

exchange carriers, competitive access providers, and long distance companies. 

Q. Please briefly outline your educational background and related experience. 

A. I am a graduate of the University of Wyoming where I received B.A. [1978] and 

M.A. [1979] degrees in economics. My graduate program concentrated on the 

economics of public utilities and regulated industries with course work 

emphasizing price theory and statistics. During graduate school, I served an 

internship with Mountain Bell in its Demand Analysis Group modeling the 

residential demand for local service. 

1 
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In 1980, I joined the Illinois Commerce Commission where I had responsibility 

over the policy content of Illinois Commission filings before the U.S. District 

Court and the Federal Communications Commission; provided staff testimony 

in various Commission proceedings concerning the divestiture agreement (e.g., 

the design of LATA boundaries for Illmois, and post-divestiture rate levels for 

AT&T and Illinois Bell), and the o r i d  access charge plan to replace both 

interLATA and intraLATA settlements procedures. While at the Commission, 

I served on the staff subcommittee for the NARUC Communications 

Committee and was appointed to the Research Advisory Council overseeing 

NARUC's research arm, the National Regulatory Research Institute. 

In 1985 I left the Commission to join US. Switch, a venture firm organized to 

develop interexchange access networks in partnership with independent local 

telephone companies. At the end of 1986, I resigned my position of Vice 

President-Marketing to begin a consulting practice. Since then I have advised a 

variety of clients ranging from state public utility commissions, consumer 

advocates, interexchange carriers, competitive access providers, cable television 

companies and local exchange carriers. I currently serve on the Advisory 

Council for New Mexico State University's Center for Regulation. 

Q. On whose behalf are your testifying in this proceeding? 

2 
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A. I am test@mg on behalf of AT&T Communications of the Southern States, Inc. 

Q. What is the purpose of your rebuttal testimony? 

A. The purpose of my rebuttal testimony is to respond to the testimony of Southern 

Bell witnesses Robert Scheye and Dr. Andrew Banerjee, specifcally the 

suggestion in their testimony that anything less than the@[ availability of the 

BellSouth network to its local competitors, at cosr-bused rates, will provide 

Florida consumers with a choice of local service providers. 

This Commission (and others throughout the country) are overseeing a change 

in the telecommunications industry as hdamental as the divestiture itself; the 

emergence of local competition. The single most critical factor that will 

determine the competitiveness of the industry is the pricing and availability of 

the existing exchange network (in this case, BellSouth's) to other providers of 

retail service. 

BellSouth's characterizations that its tariffs already contain the ingrdents for 

meaningful local competition are misleading, as is its implication that few 

operational issues can be expected to arise. Quite the contrary, the 

"unbundling" and "interconnection" requests before the Commission in the 

instant proceeding -- while extremely important -- will together provide only a 

3 
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modest opportunity for competitive entry, almost certainly limited to 

metropolitan areas, and significant steps will still be necessary to make local 

competition a reality for most Florida consumers, even after these proceedings 

are concluded. 

This observation, however, does not diminish the significance of the issues 

debated here. Quite the opposite, the decisions reached here will have 

continuing importance as other necessary actions -- including the introduction 

of wholesale configurations more complete than unbundled loops and ports, 

vigilant oversight of the wholesale pricing of BellSouth's network to its rivals, 

and close monitoring of areas of potential discrimination between BellSouth's 

retail services and those of its rivals -- are addressed. 

Q. Please summarize the basic conclusions of your rebuttal testimony. 

A. The basic conclusions of my rebuttal testimony: 

* 

underlying most retail services for the foreseeable future. 

The BellSouth network resource will remain the primary facility 

* Consumers will benefit most from the broadest array of services, 

features and prices if the BellSouth network is opened to all retail providers on 

4 
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equivalent terms, conditions and prices. 

* Unbundled loops are one (although, not necessarily the most important) 

of the wholesale offerings that BellSouth must introduce in order for Florida 

consumers to enjoy a choice of local provider. Other offerings must include a 

bundled wholesale offering, call termination, and various features available 

solely from the local switch. 

* The appropriate strategy for the pricing of BellSouth's wholesale 

services is to price based on the direct economic cost of the wholesale 

component (bundled or unbundled) being purchased. 

Q. How is your rebuttal testimony organized? 

A. First, the testimony provides a general discussion concerning the dependence of 

BellSouth's rivals on its network, and describes the basic wholesale 

configurations that will be needed to support local competition. As expected, 

one of the principal configurations requires that components of the BellSouth 

network (in particular, the local loop) must be available separately from other 

network elements. The Commission can expect, however, requests for more 

complete wholesale configurations (effectively combining loops and network 

usage) so that customers beyond selected metropolitan locations may also 

5 
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experience local competition. While my rebuttal testimony does not request 

that the Commission introduce such arrangements in this proceeding, 

BellSouth's position that it will not allow carriers to combine unbundled loops 

and ports portends a future debate that the Commission must begin 

understanding today. 

Second, the testimony addresses the appropriate strategy to use when pricing 

wholesale services. BellSouth's pricing suggestion -- that it be permitted 

unfettered discretion to increase its wholesale prices above cost in accordance 

with an "inverse elasticity" rule -- is a form of competitive euthanasia that must 

be firmly and flatly rejected. 

Finally, my testimony begins to identify areas of future action that the 

commission can anticipate as it further unravels BellSouth's franchise 

monopoly and opens local markets to competition. 

KWholesale Configurations Underlying Local Competition 

Q. Why is the BellSouth Network so important to the development of 

competition? 

A. There are two reasons why the BellSouth network is so important to the 

6 
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development of competition. First, BellSouth's local exchange network -- 

consisting of local loops to individual premises, local switching and an 

expansive interoffice network web -- is simply too vast to replicate in the 

foreseeable future. This is paaicularly true in Florida, which affirmatively 

banned network deployment within so-called Equal Access Exchange Areas 

(EAEAs) until 4 n 

Even if these regulatory policies had not been in place, 

however, it is important that the Commission recognize that sheer magnitude of 

the BellSouth network will mean that it will be the dominant (if not monopoly) 

network underlying virtually all services for quite some time. 

&WW a , t w a .  . .  

Second, BellSouth inherits an indisputable advantage of a franchise monopolist 

-- it already serves the entire marketplace. Communications, by its very nature, 

quires connections between BellSouth and its rivals so that all customers can 

reach one another, irrespective of which service provider they have chosen. As 

a result, even in instances where a competitor can economically replicate a 

portion of the BellSouth network, it must interconnect with and resell other 

elements, including call termination to the subscribers that remain with 

BellSouth. 

Q. How complex is the BellSouth exchange network? 

7 
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A. The BellSouth exchange network is vast, connecting over 3 million residential 

housing units and essentially every commercial premise in its region. Although 

BellSouth sometimes seeks to paint these statistics as a disadvantage -- implying 

that its network is the result of a "governmental obligation" as opposed to its 

own financial self-interest -- the ubiquity, reach and capacity of this network is 

enormous. 

BellSouth's exchange network consists of nearly 5 million active local loops 

(switched access lines), providing both local and long distance service, plus 

additional loop capacity that today lies dormant. Measuring the local network 

solely in terms of loops, however, understates its significance and misrepresents 

the enormous investment that would be necessary for even a single provider -- 

much less, the multiple providers necessary for a fully robust competitive 

environment -- to duplicate. BellSouth's local network also includes a switching 

matrix of 144 local switches and 70 remote switches, all interconnected by a 

web of interoffice fiber facilities. 

Because of the size and geographic reach of the BellSouth network local 

competition will proceed at a snail's pace unless this network can be used by 

other carriers to provide local exchange and exchange access services. 

8 
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Q. Please idenm the basic wholesale configurations that must be available for 

Florida consumers to have a choice of their local service provider. 

A. There are two basic wholesale configurations: (1) an unbundled loop model, and 

(2) the wholesale network option. The main subject of these dockets concerns 

the pricing of the unbundled loop, and its traffic-termination complement (i.e., 

interconnection service). 

The "unbundled loop" configuration combines a resold loop (i.e., the 

transmission path that serves the individual subscriber) with a local switch 

provided by the entrant. In addition, under this configuration, the reseller must 

also obtain a "terminating service'' to complete all of the local calls that 

terminate with subscribers of BellSouth (which begins local competition with all 

of the customers). This termination service is equivalent to the switched access 

service used by interexchange carriers to complete toll calls. 

The "wholesale service" option is a more complete network platform that 

includes the loop, port, and the seamless termination of non-presubscribed 

traffic. By "seamless termination" I mean that non-presubscribed calls are 

routed directly by the BellSouth network to the called party, while 1+ calls 

would be delivered to the presubscrikd carrier's network for completion. Under 

the wholesale configuration, BellSouth's exchange network is used by the 

9 
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entrant to provide underlying dial tone, call completion, and various optional 

capabilities that are associated with exchange switch call waiting, call 

forwarding, etc. This wholesale local platform is analogous to the wholesale 

interexchange services that will be available to BellSouth, if (or when) it is 

permitted to offer long distance services. 

The principal difference between the wholesale and unbundled-loop 

configurations is that the unbundled loop configuration requires a provider to 

establish a collocated interconnection with BellSouth at each central office 

where it intends to purchase loops, and install local switching capacity 

necessary to support the l i e .  In other respects, the use of the BellSouth 

network to provide service (i.e., the use of the local loop and the termination of 

the call) is essentially the same. 

Q. Are both of these configurations resale configurations? 

A. Yes. I am aware that sometimes an erroneous and artificial distinction is drawn 

between the unbundled-loop and wholesale service configurations with the 

inference that purchasers of unbundled-loops are "facilities-based" and users of 

the "wholesale" option are resellers. More accurately, both configurations are 

resale configurations. In fact, the unbundled-loop configuration is directly 

analogous to the classic resale arrangement used in long distance, where the 

10 
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reseller used its own switch and relied upon the transmission networks of others 

to complete calls. The real distinction (discussed below) is that the wholesale 

confguration is useful throughout a region, while unbundled loops limit a 

carrier to particular end-offices. 

Q. Are these alternative configurations mutually exclusive? 

A. No. It is most likely that some entrants will employ both configurations, 

serving some customers fiom their switch and others by reselling the wholesale 

service offered by the local exchange carrier. Furthermore, some entrants will 

rely on their own network to connect directly to customers (thereby avoiding 

resale of the incumbent's local loop altogether). Assuming cost-based and non- 

discriminatory pricing of the LEC's wholesale products, the market will decide 

which conSguration is the most efficient in any given case. As described below, 

however, the unbundled-loop configuration suffers fiom a number of 

deficiencies that limit its usefulness outside particular metropolitan applications. 

It is important to understand, however, that by exposing these deficiencies I am 

not suggesting that the process of network unbundling should be delayed or 

perceived with diminished significance. Unbundling the network is a vital 

element of a strategy enabling rational facilities deploymen< permitting entrants 

to enter the market with limited networks, expanding their facilities as cost 

11 
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conditions permit. It is not, however, sufficient to assure that retail competition 

will become available broadly to all consumers. 

Q. Why will the unbundled-loop option prove insufficient to promote local 

competition? 

A. The unbundled-loop configuration is effective to serve customers in a specific 

geographic region (the customers served by a particular central office). In this 

sense, it is most useful to a carrier with a narrow geographic focus, willing to 

slowly develop its customer base by concentrating on serving selected 

locations. It does not appear that it can support broad competition throughout 

an entire area, much less an entire state, certainly not quickly. 

The deficiencies of the unbundled-loop configuration are three-fold: 

* 

interoffice network exists. 

The unbundled-loop configuration is viable only after a collocated 

* The unbundled-loop confguration is not supported by the 

administrative and operational systems necessary to allow large numbers of 

subscribers to change local service providers and is thus incapable of supporting 

an environment of one-stop shopping and BellSouth entry to the long distance 

12 
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market. 

* The unbundled-loop configuration demands extensive investment in 

local switchmg and interoffice investment -- investment that will require time to 

accomplish even where it is cost-effective. 

Q. What is the practical limit to the usefulness of the unbundled-loop 

configuration? 

A. The unbundled-loop configuration effectively requires that a provider establish 

a collocated presence at BellSouth's central office to provide local exchange 

service. In Florida BellSouth has more than 140 central offices; as of June 12, 

1995, however, collocated networks had been established at only 18. While 

this number may increase, the fact of the matter is that unbundled loops will not 

provide a useful option to serve most Florida consumers for quite some time. 

While an entrant uninterested in broadly serving the market may find this 

limitation acceptable, interexchange carriers typically already have customers 

throughout the region. And, as the market moves towards full service 

competition -- with carriers offering packages of local and long distance service 

to remain competitive -- interexchange carriers must be prepared to respond to 

all of their customers, not just those conveniently served by selected end 
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Second, particularly if BellSouth were permitted to offer long distance services, 

one could expect significant shifts in market share between existing providers. 

Customers would be changing long distance carriers to consolidate with their 

local service, and there would need to be a comparable opportunity to 

consolidate local service with long distance. The unbundled-loop 

configuration, however, requires aphysicul change in the network -- i.e., the 

actual loop to the customer must be reconfigured fiom BellSouth's local switch 

to cross-connect to a competitor. Physical circuit reconfigurations are far more 

difficult than the softwareantrolled process currently used to effect a change in 

a customer's long distance carrier (the PIC-change process). A fair transition to 

a 111 service environment would require systems that can accommodate both 

types of customer choices with comparable speed and ease. 

Finally, the unbundled-loop configuration requires that BellSouth's interofice 

and local switching network be duplicated in order to provide broad coverage. 

As noted above, this network is defined by over 200 end office and remote 

switches, interconnected by an extensive interoffice network web carrying local 

and access traffic to their respective destinations. Requiring competitors to 

replicate this network as a predicate to offering local exchange service 

throughout the region is only slightly less a barrier to entry than expecting 

alternative networks to each and every subscriber premise. 

14 



243 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

1 7  

18 

19 

2 0  

21 

2 2  

Q. Does it make sense to require competitors to duplicate BellSouth's 

interoffice network to offer service? 

A. No. Requiring the duplication of the interoffice network (and local switching 

matrix) as a predicate to local competition is both wasteful and problematic. It 

is wastell because it would impose an unnecessary barrier to competition, 

forcing entrants to needlessly incur significant investment costs. The more 

economically rational approach would be to correctly price BellSouth's 111 

network thereby encouraging investment where it is cost effective, but not 

imposing an unnecessary investment threshold as a litmus-test for market 

participation. 

It is problematic because its h a l  result -- a competitor's network defined by 

BellSouth's central ofices -- means that the architectural decisions of the 

incumbent decide the basic architecture and network design of its rivals. If this 

approach is pursued, each and every subsequent design decision by BellSouth -- 

to introduce, consolidate, or discontinue an end office -- would have serious 

repercussions on the costs and networks of its rivals. 

The point is that the BellSouth network is likely to remain the sole network 

resource to most Florida consumers for the foreseeable future. Further, the 

pricing and availability of this resource -- either in its unbundled-loop or 

15 
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wholesale configurations -- is critical to the development of local competition 

Finally, the process to open the local mmket to competition is complex, and will 

require far more than the unbundling at issue here. 

Q. Please contrast your perspective on local competition with BellSouth's 

proposal to offer loops and ports to competitors. 

A. BellSouth's proposal for wholesale offerings to support local competition 

addresses none of the concems identified above. BellSouth's "unbundled loop" 

(a voice grade private line) is neither priced nor provisioned as a local loop. 

Even more disturbing, however, is the structure of BellSouth's proposal to 

provide "wholesale" dial tone . 

BellSouth (Scheye, page 5 )  intends to only offer usage-rated ports at retail STS 

prices and has announced that it will refuse to connect wholesale loops to 

wholesale ports (Scheye, page 4) so that carriers may fashion full-service 

platfonns. In one sense, BellSouth is correct when it notes that it would be far 

easier to fashion a wholesale service (as I have described above) that includes 

the basic network elements of local exchange and exchange access service, than 

it would be to force carriers to recombine unbundled elements (Scheye, page 

13). But, this rationale supports the infroducfion of a wholesale platform, not 

the adoption of a restriction that prohibits others from achieving the same result. 

16 
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Q. What would be the effect of the Commission sanctioning BellSouth's 

wholesale approach? 

A. The BellSouth approach is deliberately structured to stop local competition in its 

tracks by effectively foreclosing other carriers from offering services using the 

BellSouth network. Given the absolute dominance of this network, such an 

outcome is tantamount to foreclosing local competition, effectively denying 

Florida consumers benefits that will be realized in other states that are 

aggressively opening the market. 

In. Pricing of the Total Wholesale Network Service 

Q. How does BellSouth propose to price its wholesale services? 

A. The BellSouth wholesale proposal offers a mixture of pricing philosophies: 

* Wholesale network prices should be established by historical 

coincidence (Scheye, pages 7-9), by adopting the prices of preexisting services 

that share superficial similarities to the wholesale arrangements requested by 

new entrants. 

* Wholesale network prices should be established in accordance with the 

17 
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inverse elasticify principle (Banerjee, page 1 l), which would increase the price 

of network services above cost in proportion to the dependency of BellSouth's 

rival on its network. 

Neither of these strategies, however, is consistent with fostering a competitive 

local exchange marketplace as envisioned by Florida Statute and stated 

legislative intent: 

'' The Legislature finds that the competitive 
provision of telecommunications services, 
including local exchange telecommunications 
service, is in the public interest and will provide 
customers with heedom of choice, encourage the 
introduction of new telecommunications service, 
encourage technological innovation, and encourage 
investment in telecommunications infrastructure. . . ." 
Section 364.01(3), Florida Statutes. 

Q. What principle should guide the establishment of wholesale prices? 

A. To maximize competition -- that is, to promote an environment that will present 

Florida consumers with the greatest diversity of pricing plans, calling options, 

and service features -- it is important that the underlying exchange network be 

available to all retail providers of local exchange services on the same terms, 

conditions and prices. 
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There are only two ways to assure that all retail providers have access to a 

monopoly network on equivalent terms. The first is to prohibit the monopoly 

from offering the retail service at all. This is the basic approach that underlaid 

divestiture. BellSouth was foreclosed fiom the retail long distance market, but 

divestiture assured that all other retail providers were on an equal footing. 

In areas where bofh the monopoly and its rivals provide retail service, however, 

the only viable mechanism is to establish the price of the underlying monopoly 

component at its economic resource cost. The effective price of the monopoly 

network to BellSouth's retail services Will be the network's total service long run 

incremental cost. Regulatory tools cannot change this fundamental fact. So that 

all providers face the same effective price for the use of this network as 

BellSouth's own retail service, the wholesale price charged these carriers must 

reflect this underlying cost. 

As a side note, the proper delinition of cost for a wholesale network component 

(unbundled) or platform (bundled) is far closer to the TSLRIC described by Dr. 

Cornel1 than the LRIC suggested by Dr. Banerjee. First, Dr. Banerjee is 

incorrect when he indicates that a LRIC cost analysis would not include service- 

specific fixed costs (Banerjee, page 5). Both TSLRIC and LRIC measures 

should be calculated over a time horizon where these costs are variable and thus 

would be included in the analysis. The more important point is that wholesale 

19 
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network cost analysis is not a retail cost study, attempting to isolate the 

additional cost of an individual service offered on a network of multiple 

products. Rather, the relevant analysis should identify the cost of specific 

network elements (loops, basic switching, network usage, special features such 

as call waiting etc.) that the retail carrier purchases so that it may fashion retail 

services. 

Q. Does BellSouth understand the importance of cost-based rates? 

A. Yes. BellSouth recently filed comments with the European Commission 

considering opening local markets to competition strongly advocating pricing 

rules similar to those I support here: 

BellSouth Europe supports the Green Paper's . . .position 
that "Regulatory authorities should have a responsibility 
. . . for ensuring . . . cost-oriented pricing sbuctures. 
"This should be. done by insisting on LRIC-based 
interconnection charges. 

Q. Will a pricing strategy based on "historical coincidence" yield correct 

prices? 

A. No. The prices of the services that BellSouth proposes to use were never 

established as wholesale components, they were never intended to promote 

20 
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local competition, and they have never been scrutinized for the purpose of 

judging their reasonableness in these roles. 

Q. Would Dr. Banerjee's "inverse elasticity" principle provide reasonable 

wholesale prices? 

A. No. First, the inverse elasticity rule should not be applied to a wholesale 

service. Didled to its essence, the inverse elasticity rule increases the price of 

an product -- in this case, the price of the underlying network that BellSouth's 

competitor must buy in order to provide exchange service to a subscriber -- until 

it effects the quantity demanded. In this instance, however, the effect on 

demand from an excessive wholesale price is that BellSouth's rival is unable to 

compete with BellSouth. 

Under this set of incentives, what possible value could the inverse elasticity rule 

provide? If "correctly" applid BellSouth could use it to 'Ijustify" increasing its 

prices to rivals to exactly the point at which the rival might offer senice, but that 

BellSouth received most of the profit. The "penalty" fiom increasing the price 

beyond this point, however, is not a loss in demand, but the assurance that no 

rival could compete with BellSouth for the customer's service. 

Dr. Banerjee also ignores that the inverse elasticity rule, even where it might 

21 
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apply in the pricing of retail services, is structured to adjust prices so as to meet 

a "revenue reqkment". With BellSouth's election of price cap regulation, the 

concept loses all meaning. 

Should the Commission be concerned with establishing operational parity 

between the services of the reseller and those provided by BellSouth itself! 

Yes. The Commission should strive for parity between the retail services of 

BellSouth and -- to the extent determined by the operational support systems of 

BellSouth's wholesale offerings -- the retail services crafted by its rivals. 

Further, the Commission should strive to make it as easy for consumers to 

change retail local service providers as it currently is for customers to change 

long distance carriers. 

In this last regard, it is important to remember that the interexchange PIC- 

change process is highly automated and time-tested. In contrast, the systems 

needed to transfer an end user from BellSouth to a new local carrier using 

BellSouth's wholesale services will all be new and, at least at the beginning, are 

unlikely to be as automated or have as low an error-rate as the PIC-change 

process. 

22 
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IV. Summary 

Q. Please summarize your testimony. 

A. Changing conditions in the marketplace, and potential changes in federal 

regulatoy policies, all require that local exchange markets be opened to 

competition. Sigmticantly, local network arrangements in the future will not be 

altogether different than they are today: the incumbent local telephone 

company will continue to own the predominant (if not monopoly) local 

facilities network. The key to a highly competitive retail service environment -- 

in spire of the incumbent’s dominant position -- will be the structure and pricing 

of the incumbent’s wholesale choices. 

The two basic steps needed to accomplish local competition are introducing 

unbundled loops and the creation of an end-to-end total wholesale network 

arrangement that any provider can easily combine with its other services, 

including long distance, and enhance with its own retail marketing and 

customer support skills. 

These network options must be introduced expeditiously, supported by 

operational systems that reflect their wholesale purpose, and priced 

appropriately. 

2 3  
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Q. Does this conclude your rebuttal testimony? 

A. Yes. 

2 4  



P 

n 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

It 

li 

1E 

1s 

2c 

21 

2; 

2: 

24 

21 

253 

MR. TYE: Thank you. 

Q (By Mr. Tye) Mr. Gillan, have you prepared a 

ummary of your testimony? 

A Yes, I have. 

Q 

A Yes. The purpose of my rebuttal testimony is 

Could you give us that summary at this time? 

:o respond to the testimony of Mr. Scheye and 

)r. Banerjee, specifically their portrayal that 

3ellSouth already offers the network elements and 

ieatures that will be necessary for local competition to 

xoceed, and certainly their implication that BellSouth 

should have essentially unfettered discretion in how 

:hose elements are priced and made available to their 

rivals. 

The testimony, actually, tries to do two 

chings, both respond to them specifically, and provide 

the Commission with some context for the issues that 

it's addressing in this part of the proceeding. 

respect to that context, it's useful, I think, to step 

With 

Jack a little bit and consider where the market is and 

dhere this industry is likely to be in the next several 

years. 

And the testimony essentially draws three 

zonclusions that the Commission should keep in its mind 

3s it reviews the issue in the proceeding. The first 
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:onclusion is that the dominance of the BellSouth 

letwork is not likely to change significantly over the 

lext several years. In fact, it's unlikely to change 

significantly anytime in the near term. In fact, I 

aould expect that Bellsouth's rivals will come to depend 

an BellSouth's network even more in the future than they 

io today, because while its dominance won't change, its 

role will change. 

Today rivals use it's network predominantly to 

originate and terminate long distance traffic. 

will happen in the future is that BellSouth's 

competitors will use its network to originate and 

terminate long distance traffic and provide most 

elements of local exchange service. So what you have is 

the network not really losing its preeminent position in 

the state: what you're going to have is more and more 

competitors using that network in different ways to 

provide service to consumers. 

what 

The focus of this instant proceeding really 

boils down to one single network element: The local 

loop. The title of the docket refers to resale and a 

general unbundling, but when you look at the testimony, 

the only real thing being debated at this time is how 

should the local loop be made available: what should its 

price be; what should its terms be. 
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It's important, I think, for you to keep this 

in perspective, because while that's a very, very 

important issue, the reality is, is that I don't think 

fou should get your expectations up too high about what 

rind of market impact unbundled loops are likely to 

nake. Having loops available in the market for other 

:arriers to provide service, I believe, are going to 

?rovide a relatively modest opportunity for some 

entrants to provide service predominantly in urban 

areas. 

to be the type of widespread competition that I would 

believe that you would like to see, certainly that the 

legislature anticipated when it decided to reduce the 

regulation of BellSouth. 

It's simply not going to be sufficient for there 

In order for there to be widespread 

competition and choice for consumers, far more things 

are going to have to happen than the availability of 

unbundled of loops. 

opportunity to buy switching capacity, call termination 

capacity, loops, and most importantly, be able to put 

those all back together again in order to provide 

service. 

Carriers are going to have to the 

That raises the sort of third general 

conclusion of the testimony, that the competitiveness of 

this industry in the future is primarily going to be 
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Lecided by how closely Bell's rivals and BellSouth's own 

:etail services have access to the same network. 

:hey're both essentially going to be offered off of the 

same network platform. For this industry to be as 

:ompetitive as it can be, essentially BellSouth's 

services and the services of its rivals have to 

affectively be paying the same price for the use of that 

letwork, which means that those prices have to be based 

>n cost. 

That's sort of the broad overview. Why do I 

say that the unbundled loop approach is going to have a 

relatively modest opportunity to it? The answer is 

sheer numbers. If you look at BellSouth's network today 

in Florida, they essentially serve about 5 million 

mcess lines out to homes and businesses. Obviously, 

nobody really expects that an entrant is going to come 

in in any near term period, replace those 5 million 

Sccess lines with the investment it would take to put 

5 million competitive or duplicative access lines out 

there in operation. 

Unbundled loops allows a competitor to come in 

nnd pick up Bellsouth's loops, but it only really allows 

them to pick it up out of Bellsouth's central office. 

Well, there's over 200 of those network locations, 200 

network locations that are interconnected today by a 
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vast web of fiber optic facilities. Even that level of 

network development is going to take a long time to 

Dccur. So if the only competitive opportunity is for 

carriers to use BellSouth's local loops to provide 

service, you're going to see competition develop slowly, 

you're going to see it develop on a central office by 

central office basis, and that means it's going to occur 

primarily in urban areas and take a long time to get out 

beyond those urban dense central offices to other 

consumers. 

The other reason is a reason of logistics. 

Every time a customer changes from BellSouth for local 

service to some other provider for local exchange 

service, if they're using an unbundled loop 

configuration, a technician literally has to go and 

reconfigure that circuit from one network over to a 

different network. 

In the long distance industry, when you change 

long distance carriers, the reason it's so easy is the 

entire process of software control. You call your local 

telephone company, you tell them, "1 don't want AT&T 

anymore, I want MCI," or, in deference to my current 

client, the other way around. That entire activity is 

handled automatically through software. That's why the 

systems are in place to be able to handle whatever 
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.n 

bercentage of the market changes every year, ten, 20 

)ercent of the market may change long distance carriers 

.n any given year. 

)ecause the network isn't reconfigured each time. 

Logistically that can be handled 

If unbundled loops are the only way to do it 

,n the local exchange side, then every time customers 

rant to switch, networks have to be reconfigured. And 

wen if you were to expect a relatively modest turnover 

in customers, say ten percent of the market a year, that 

vould be equivalent to BellSouth reconfiguring 600,000 

zircuits, or 500,000 circuits, every year. They don't 

lave today, nor will they ever have, the technical -- 
the manpower capability to go into its network and each 

and every year change that kind of capacity. So you 

need some other mechanism for carriers to be able to 

3ffer local exchange services broadly throughout the 

state. It's going to be involving using unbundled 

Loops, using switching capacity obtained from BellSouth, 

and combining the two together. 

Now, I don't want you to misinterpret the last 

aiscussion as to suggest that you shouldn't put a lot of 

emphasis on unbundling loops. 

Theyrre an important part of the process of new networks 

getting developed. But this is the beginning of a very 

long process for you, and you should enter into it with 

They will be important. 
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,our eyes open. 

Well, that brings me to the specific concerns 

1 have with the testimony of BellSouth, which are 

)asically threefold. 

:heir testimony that you should not be able to buy a 

Loop element and a switch element from them and combine 

:hem to offer service. In fact, that ability is 

,robably the single-most important thing that’s going to 

:xist in the future for companies to be able to easily 

3ffer local exchange service broadly throughout the 

state. 

:arriers recombining network elements purchased from 

:hem. 

The first one is the suggestion in 

So you cannot allow them to put restrictions on 

Secondly is the question as to whether is a 

loop just like a special access line. In a sense they 

Ire because they share many technical characteristics. 

But the reality, when you look at how they’re priced and 

the administrative systems that are there to support 

them, it’s not designed to enable carriers to provide 

local exchange service over. Its price is too high and 

the administrative systems would never support any 

Large-scale transfer customers between providers. 

you shouldn’t fall into the trap that they’ve laid that 

you should price the things the carriers need on an 

unbundled basis to provide local exchange service the 

So 
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ray superficially similar elements in the current tariff 

ire priced. 

Finally is the question of how should these 

ietwork elements be priced. Dr. Banerjee suggests that 

rou apply what is known in the economics profession as 

:he inverse elasticity rule. In lay terms, what that 

ale is intended to address is it recognizes the fact 

:hat if you priced every service as TSLRIC, you may not 

irade enough revenue to meet a revenue requirement. 

Well, first of all, in BellSouth's price cap 

rorld, a revenue requirement objective shouldn't even be 

m the table. But let's assume for a most that it is. 

*at the inverse elasticity rule tells you to do is go 

Eind the person who has the absolute least alternatives 

and jack up their price as high as you can get away with 

Defore they decide not to buy service. 

xonomic property that that rule is intended to try and 

?remote is to try and get people to have the same 
?urchasing patterns before you increase their prices as 

they would have had had you correctly priced them at 

economic prices. And that means you find the person 

whose purchasing decision is the least impacted by a 

price increase. 

Because the 

Well, in lay terms, intuitively, this makes no 

sense, because it says that Bell should price a loop to 
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.ts rival, they should continue to increase that price 

ip to the point where that rival will no longer buy the 

.oop. In essence, it's a form of competitive 

iuthanasia. It legitimizes you pricing until you put 

rour competitor out of business, particularly in this 

:ontext where the penalty of the competitor not buying 

:hat loop is that the customer, who that loop was going 

:o go to in the first instance anyway, comes and obtains 

:he service from you. So applying that rule in this 

:ontext makes no sense whatsoever, and the Commission 

should flatly reject it. That concludes my summary. 

MR. TYE: Thank you, Mr. Gillan. 

Madam Chairman, the witness is available for 

:ross. 

CHAIRMAN CLARK: MS. Wilson? 

MS. WILSON: NO questions. 

CHAIRMAN CLARK: Ms. Weiske? 

MS. WEISKE: No questions. 

CHAIRMAN CLARK: Mr. Melson? Mr. Self? 

MR. SELF: Yes, Chairman Clark, I just have a 

zouple. 

CROSS-EXAMINATION 

BY MR. SELF: 

Q Mr. Gillan, Floyd Self for LDDS WorldCom. In 

?our rebuttal testimony, as well as your summary, you've 
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ilddressed BellSouth's proposal that it not offer the 

connection of an unbundled loop to an unbundled port. 

And in Mr. Scheye's direct testimony at Page 13, he 

states that this refusal is because -- and to quote the 
testimony at Line 16, "the resulting service would be 

functionally equivalent to switched local exchange 

service. 'I 

Now I have two questions about that 

statement. First, do you agree that the connection of 

an unbundled loop to an unbundled port is functionally 

equivalent to switched local exchange service? 

A It shouldn't be, but because of the fact that 

BellSouth misdefines what an unbundled port is, in their 

proposal you could get back something very close to 

their local exchange service. 

Q Okay. Second, would you agree with me that at 

least one of the purposes of the new law that brings us 

here is to introduce switched local exchange 

competition? 

A Yes. 

Q And as a predicate for my last question, I 

need to first check two points with you. First, in your 

rebuttal at Pages 9 and 10 you discuss what you call the 

unbundled loop configuration for local competition 

versus the wholesale service option; is that correct? 
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A Yes. 

Q And are you familiar with the direct testimony 

)f Mr. Scheye at Page 14 when, to use his words, that it 

lakes no sense to unbundle local service and then allow 

.t to be bundled back together? 

A I'm familiar with it. 

Q Okay. In your view, did the reasons that he 

.dentifies at Page 14 of his testimony better justify an 

inbundled competitive model or a wholesale competitive 

rodel? 

A I'm sorry, could you have that one -- 
Q Sure. He identifies some reasons at Page 14 

,f his testimony as to why in his view it makes no sense 

:o unbundle local exchange service and then allow it to 

,e, in essence, rebundled back together. And in your 

riew, do the reasons that he identifies there at Page 14 

,etter justify an unbundled competitive model or a 

tholesale competitive model? 

A Let me try and answer it this way. One of the 

xoblems with dockets like this, and this whole issue, 

is that there really still hasn't developed a standard 

industry nomenclature for a lot of things. 

The fundamental problem with the BellSouth 

inbundling proposal with respect to the port is that, to 

ne, an unbundled port, and I think what the legislature 
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Intended, was that when you buy an unbundled network 

tlement, what you're doing is you're buying the generic 

:apability of that feature or that element, independent 

if how Bell uses it to provide a service. So when you 

iuy a loop, what you're doing is you're buying a 

iransmission path that is independent of how Bell might 

lave used that loop to provide its local exchange 

service. 

Similarly, when you buy an unbundled port or 

inbundled switching capacity, what you would want to 

purchase is a raw generic switching capacity, not 

something that is configured the way Bell configures it 

to provide its retail local exchange service. 

Jnfortunately, when you look at the BellSouth proposal, 

the way they define an unbundled port is they will sell 

fou the switching capacity configured in precisely the 

manner that they use it to provide their retail service, 

snd then that gives them the opportunity to come back 

and argue that if you combine a loop and a port you get 

back exactly my local exchange service, therefore I 

shouldn't let you do it. 

What you should be striving to accomplish here 

is the ability to buy a port, the ability to buy 

switching capacity, and importantly, the ability to put 

them back together, but to put them back together in a 
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ray that allows the entity that purchased these 

:apacities to design whatever service that they want, 

md in that way you don't run afoul of the statute, you 

impower a number of carriers an opportunity to design 

rhatever kind of local exchange service they think the 

iarket will respond to best. 

So in a sense BellSouth is correct when they 

;ay if you combine the loop and the port the way they, 

lellsouth, have defined it, it may have some tension 

rith the statute. That problem is created because they 

lefine the switch in a very limited way. They define it 

IS they use it to provide local exchange service. 

MR. SELF: Thank you. That's all I have. 

CHAIRMAN CLARK: Mr. Fincher? 

MR. FINCHER: No questions. 

CHAIRMAN CLARK: Mr. Falvey? 

MR. FALVEY: No questions. 

CHAIRMAN CLARK: Mr. Carver? 

MR. CARVER: No questions. 

CHAIRMAN CLARK: Staff? 

MS. CANZANO: No questions. 

CHAIRMAN CLARK: Thank you very much, Mr. -- 
)h, Commissioners? Redirect? 

MR. TYE: No redirect, Chairman Clark. 

CHAIRMAN CLARK: Thank you, Mr. Gillan. 
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WITNESS GILLAN: Thank you. 

CHAIRMAN CLARK: Mr. Scheye? 

MR. LACKEY: We call Mr. Scheye to the stand. 

ROBERT C. SCHEYE 

ras called as a witness on behalf of BellSouth 

!elecommunications, Inc., and having been duly sworn, 

:estified as follows: 

DIRECT EXAMINATION 

)Y MR. LACKEY: 

Q Would you please state your name and address 

:or the record? 

A Robert C. Scheye. 

Q Mr. Scheye, by whom are you employed? 

A BellSouth Telecommunications. 

Q Mr. Scheye, did you cause to be prefiled in 

:his proceeding on November 27, 1995 -- 
A I'm sorry -- I didn't hear you. I was turning 

bn the microphone. Sorry. 

Q Are we ready? 

A We are now. 

Q Mr. Scheye, did you cause to be prefiled on 

Iovember 27th, 1995, 21 pages of questions and answers 

.n testimony form? 

A Yes. 

Q Do you have any changes or corrections to the 
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prefiled testimony? 

A No, I do not. 

Q If I were to ask you the questions that appear 

in your prefiled testimony today, would your answers be 

the same? 

A Yes, they would be. 

Q Were there two exhibits attached to your 

prefiled testimony? 

A Yes. 

Q Do you have any changes or corrections to the 

exhibits? 

A No, I do not. 

MR. LACKEY: Madam Chairman, could I have the 

next exhibit number for these? 

CHAIRMAN CLARK: Shall we insert his testimony 

in the record? 

MR. LACKEY: I was going to. Would you prefer 

that I do that first? 

Madam Chairman, could I have Mr. Scheye’s 

prefiled testimony included in the record as if given 

orally from the stand. 

CHAIRMAN CLARK: The prefiled direct testimony 

of Mr. Scheye will be inserted in the record as though 

read. 

MR. LACKEY: Madam Chairman, could I have his 
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two exhibits marked with the next exhibit number? 

CHAIRMAN CLARK: And the next exhibit number 

for his exhibits marked RCS-1 and 2 will be Exhibit 10. 

(Exhibit No. 10 marked for identification.) 
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BELLSOUTH TELECOMMUNICATIONS, INC. 

DIRECT TESTIMONY OF ROBERT C. SCHEYE 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NOS. 950984A-TP (MFS PETITION), 

AND 950984B-TP (MCIMETRO PETITION) 

NOVEMBER 27, 1995 

Please state your name, address and position with 

BellSouth Telecommunications, Inc. ("BellSouth" or 

"The Company" ) . 

My name is Robert C. Scheye and I am employed by 

BellSouth Telecommunications, Inc., as a Senior 

Director in Strategic Management. My address is 

675 West Peachtree Street, Atlanta, Georgia 

30375. 

Please give a brief description of your background 

and experience. 

I began my telecommunications company career in 

1967 with the Chesapeake & Potomac Telephone 

Company (C&P) after graduating from Loyola College 

with a Bachelor of Science in Economics. After 
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several regulatory positions in C&P, I moved to 

AT&T in 1979, where I was responsible for the FCC 

Docket dealing with competition in the long 

distance market. In 1982, with divestiture, this 

organization became responsible for implementing 

the MFJ requirements related to nondiscriminatory 

access charges. In 1984, this organization became 

part of the divested regional companies' staff 

organization known as Bell Communications 

Research. I joined BellSouth in 1988 as a 

Division Manager responsible for jurisdictional 

separations and other FCC related matters. 

1993, I moved to the BellSouth Strategic 

Management organization, where I have been 

responsible for various issues, including local 

exchange interconnection, unbundling and resale. 

In 

What is the purpose of your testimony? 

The purpose of my testimony is to address the 

issues listed in the issues list attached to my 

testimony as exhibit RCS-1.  

also respond to the issues raised by Mr. Timothy 

T. Devine on behalf of Metropolitan Fiber Systems 

of Florida, Inc. (MFS-FL) in Docket No. 

My testimony will 
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1 950984A-TP; and by MS. Nina Cornel1 and Mr. Don 

2 Price on behalf of MCImetro Access Transmission 

3 Services, Inc. (MCImetro) in Docket NO. 

4 950984B-TP. 

5 

6 Q. 

7 

8 issues? 

9 

Have BellSouth and MFS-FL or BellSouth and 

MCImetro reached any agreement on unbundling 

10 A. No. While the parties to this proceeding 

11 

12 no general agreement has been reached because 

13 BellSouth believes that issues concerning local 

14 interconnection, unbundling and universal service 

agree on most of the specific unbundling issues, 

15 

16 

17 

should be negotiated together as part of one 

comprehensive package. My Exhibit RCS-2 lists the 

unbundling items that have been mentioned during 

the course of negotiations. 18 

19 

20 Q. What elements should be made available by 

21 BellSouth to MFS-FL and MCImetro on an unbundled 

22 basis (e.g., loop elements, port elements, loop 

23 concentration, and loop transport)? [Issue # 11 

24 

25 A. BellSouth plans to offer unbundled loops and 
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22 

2 3  

24 
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associated transport, unbundled ports, channel 

multiplexing and associated transport, and virtual 

collocation. BellSouth does not plan to offer 

sub-loop unbundling, loop concentration or 

connection of unbundled loops to unbundled ports. 

What are the appropriate technical arrangements 

for the provision of such unbundled elements? 

[Issue # 2 1  

to provide unbundled local loops and ports? 

Please explain how BellSouth intends 

Voice grade local loops are already available 

today to Alternative Access Vendors (AAVs) from 

BellSouth's Access Services Special Access tariff. 

These local channels provide the facilities from 

an end user's premises to that end user's serving 

wire center. The same channels may also be 

utilized by an Alternative Local Exchange Company 

(ALEC). Additionally, any interoffice transport 

facilities necessary to connect a local channel 

from the end user's serving wire center to the 

ALEC's point of interface are also available in 

the Access Services tariff. 

BellSouth intends to file a new tariff offering 
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that will provide an unbundled two-wire voice 

grade exchange port for connection of an ALEC’s 

end user loop to BellSouth’s public switched 

network. 

local calling scope, features and functionality as 

a BellSouth provided bundled residence or business 

telephone line. 

will be offered: a residence port, a business port 

and a PBX trunk port. 

capability will be provided in association with 

each type of port on an optional basis at an 

additional charge. 

The unbundled port will have the same 

Three types of exchange ports 

Rotary or hunting 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 Q. 

15 multiplexing and associated transport? 

16 

17 A. 

18 

19 Special Access Service tariff. An ALEC, just like 

20 any other carrier, can purchase these services at 

21 tariff rates. 

22 

23 Q. Could you explain what BellSouth’s plans are for 

24 collocation with ALECs in Florida? 

25 

How does BellSouth plan to offer channel 

Channel multiplexing and associated transport are 

currently offered as High Capacity Service in our 
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On November 20, 1995, BellSouth filed a tariff 

with the Commission that will offer Virtual 

Expanded Interconnection Service (VEIS) for basic 

transmission facilities. This tariff has an 

expected effective date of January 19, 1996. When 

the tariff is approved, VEIS will also be 

available to ALECs. 

VEIS is subject to the availability of space and 

facilities in each BellSouth location and provides 

for location interconnection of 

collocator-provided/BellSouth-leased fiber optic 

facilities to BellSouth's services. Under VEIS, a 

collocator provides fiber optic cable up to a 

BellSouth designated interconnection point outside 

of the BellSouth location, such as a manhole. The 

collocator will provide the entrance fiber 

extending between the interconnection point and 

the location. BellSouth will lease the entrance 

fiber and install the fiber into the location. 

What is the appropriate rate level for unbundled 

loops? [Issue # 31 

The appropriate rate level for unbundled loops is 
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the current Special Access tariff rate fo r  a voice 

grade local channel for several reasons. 

First, these unbundled facilities do not terminate 

at the BellSouth switch. Rather, they are 

provisioned and maintained in a manner that is 

more analogous to a Special Access dedicated line 

than to a regular switched exchange line. As far 

as BellSouth's network is concerned, these are 

non-switched facilities. Contrary to MS. 

Cornell's assertion on page 8, lines 1 - 3, of her 
testimony, BellSouth must still provision, test 

and maintain the unbundled loop facilities offered 

to ALECs. These facilities are owned by BellSouth 

and final responsibility for their appropriate 

operation remains with BellSouth. 

Second, there are situations when it is more 

economical to directly integrate local loops into 

the central office switch via Subscriber Loop 

Carrier (SLC) technology. When an ALEC requests 

an unbundled loop in situations such as this, 

these loops have to be "unintegrated" from the 

switch. This requires additional engineering 

effort, as well as the purchasing and installation 
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of additional equipment in the central office. 

Therefore, it is incorrect to equate local loops 

terminated at a Company switch with unbundled 

local loops which terminate at the ALEC's point of 

interface. 

Finally, pricing of dedicated non-switched 

facilities at rates other than the current Special 

Access tariff rates will create opportunities for 

tariff shopping and arbitrage. For instance, 

existing customers of two-wire dedicated 

facilities may request a change to the new 

tariffed service if unbundled local loops were to 

be priced at rates lower than the current Special 

Access rates, thus putting at risk the Company's 

current Special Access revenues. 

How does BellSouth plan to price its unbundled 

ports? [Issue # 31 

BellSouth plans to price or rate unbundled ports 

on a measured basis consisting of a monthly rate 

and a usage rate. The usage rate will be the same 

as that of Shared Tenant Service contained in 

Section A23 of BellSouth's General Subscriber 
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Service Tariff (GSST). The Shared Tenant Service 

tariff is the vehicle currently in place that 

allows for the resale of BellSouth's local 

exchange service. 

form of resold local exchange service and should 

be priced consistent with the current Shared 

Tenant Service tariff. 

Unbundled ports are another 

What arrangements, if any, are necessary to 

address other operational issues? [Issue # 4 1  

I believe it is premature for the Commission to 

address operational issues at this time. Chapter 

364, Section 161 of the Florida Statutes clearly 

contemplates that there will be negotiation of 

these issues between the parties. The Company 

believes that these issues can be negotiated to 

the mutual satisfaction of all parties. If 

negotiations fail, MFS-FL and MCImetro have the 

right to file a complaint with the Commission in 

order to resolve any issues they feel necessary. 

What mechanism should be put in place to enable 

ALECs to request further unbundling of BellSouth's 

network? 
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In dealing with further or new requests to 

unbundle other network capabilities, BellSouth 

recommends that the existing Open Network 

Architecture (ONA) model and criteria be used to 

the extent possible to determine the feasibility 

of unbundling new network capabilities. The ONA 

criteria adopted by the FCC includes the following 

requirements that must be met for unbundling: 

Technical Feasibility: The capability can be 

separately provided as a network component and it 

is not dependent on other network components to 

have functionality. 

Costing Feasibility: 

discrete, identifiable cost available under 

existing cost methodology. 

The capability must have a 

Market Demand: There must be a level of need 

expressed by a customer or customers sufficient to 

recover the costs of the capability. 

Utility: There must be a demonstration that, if 

unbundled, the capability has the ability to be 
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used in the provision of a service offering. 

Under the ONA model, a requested unbundled element 

must meet these requirements to be technically and 

economically feasible. 

The ONA request process provides for a 120 day 

review cycle which begins once a new request for a 

new network capability is received. BellSouth 

recommends a similar time frame for dealing with 

such requests in Florida. During this cycle, the 

request can be negotiated between the parties and 

can be evaluated with respect to the criteria 

discussed previously. The network capability 

should only be offered after a determination is 

made that these criteria have been met. 

On page 13 of MFS-FL witness Timothy T. Devine's 

testimony, he states that, in addition to voice 

grade unbundled loops and ports, BellSouth should 

also offer two-wire ISDN digital grade and 

four-wire DS-1 (1.544 Megabits per second) digital 

grade loops; and the following ports: two-wire 

ISDN digital line, two-wire analog DID trunk, 

four-wire DS-1 digital DID trunk; and four-wire 
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ISDN DS-1 digital trunk. 

this? 

Could you comment on 

These particular loops and ports requested by 

MFS-FL are not part of basic local exchange 

service. The ISDN loops and ports are part of 

either basic rate or primary rate ISDN. 

two-wire analog DID truck port is part of DID 

trunk service. To my knowledge, the four-wire 

DS-1 digital DID trunk port is not part of any 

service currently offered by BellSouth under 

tariff. BellSouth's initial focus has been to 

develop unbundled capabilities essential to offer 

basic exchange services. 

The 

As for the two-wire analog DID trunk port 

requested by MFS-FL, it will be made available 

initially by combining the unbundled PBX trunk 

port mentioned earlier with an already existing 

DID trunk termination. 

is currently available in Section A12. of 

BellSouth's General Subscriber Services Tariff 

(GSST). 

The DID trunk termination 

While BellSouth believes it may be technically 
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11 Q. Will BellSouth offer the connection of unbundled 

possible to offer the remaining ISDN and DS-1 

loops and interfaces, it has concentrated its 

resources on handling the basic elements first. 

Consistent with the mechanism proposed earlier for 

handling new requests for unbundling, BellSouth 

also would require a demand forecast from MFS-FL 

and other ALECs in order to evaluate the 

appropriateness of this request and then allocate 

resources accordingly. 

loops to unbundled ports as requested by MFS-FL? 12 

13 

14 A. No. BellSouth will not offer such a connection 

15 because when an unbundled loop is connected to an 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

unbundled port, the resulting service would be 

functionally equivalent to switched local exchange 

service. To allow such a connection would create 

another opportunity for price arbitrage since two 

functionally equivalent services would be 

available at different prices. 

If an ALEC wants to purchase and resell basic 

exchange service, it would be far more efficient 

to provision and sell such a service as one. 
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Consistent with revised Chapter 364, ALECs will be 

able to resell the Company’s currently available 

local exchange message and measured rate services. 

Furthermore, it makes no sense to unbundle local 

exchange service and then to turn around and 

develop new ordering and installation procedures 

that would allow for the connection of the piece 

parts. It would be more costly to provision, sell 

and maintain these services as separate items. 

For example, it would take longer to negotiate and 

write an order for an unbundled loop and an 

unbundled port and to somehow indicate their 

cross-connection in the service order document, 

than it would take to write an order for a regular 

bundled exchange line. 

The likely result of allowing the reconnection of 

unbundled loops to unbundled ports would be a 

higher price for the sum of the corresponding rate 

elements compared to the equivalent bundled 

counterpart. 

Will BellSouth offer loop concentration to 
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MCImetro and MFS-FL? 

No. BellSouth does not intend to offer loop 

concentration because loop concentration is not 

true unbundling, rather it is a new network 

capability. The provision of loop concentration 

would require the development of an entirely new 

service, i.e., it is not a capability that can be 

disaggregated from another functionality within 

the network. Purchase of new hardware and the 

placement thereof in BellSouth's central offices 

would be required in order to provide the service. 

If MFS-FL or MCI ever decided to stop purchasing 

this capability, it is unlikely that BellSouth 

could use this equipment within the same office. 

Clearly, loop concentration does not meet the 

criteria for network unbundling contemplated under 

Chapter 364 of the Florida Statutes. Unbundling, 

by definition, requires that an existing 

capability in a LEC's network be broken out into 

individual piece parts. Loop concentration, on 

the other hand, requires the creation of a new 

capability. 
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On pages 14 and 15 of Mr. Devine's testimony, he 

describes Digital Loop Carrier (DLC) technology 

and states that MFS-FL is seeking to lease as one 

element, the DS-1 rate digital distribution 

facility and DLC terminal; and to lease as 

discrete incremental elements individual channels 

on voice grade feeder/drop facilities. Could you 

comment on this? 

What MFS-FL is requesting as far as leasing 

individual channels on feeder/drop facilities is 

simply further unbundling of the local loop into 

"sub-loop" elements. BellSouth has no plans to 

of fer this "sub-loop" unbundling. 

First, the operations and support systems required 

to order and administer such sub-loop unbundling 

would be extremely difficult to develop and 

maintain. Essentially, what MFS-FL is requesting 

is for BellSouth to allow MFS-FL to terminate an 

MFS-FL provided customer drop in a BellSouth 

provided Remote Terminal (RT) in the field. This 

is simply not practical when many ALECs are 

involved because each drop would need to be 

tracked separately per ALEC at each RT. 
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Additionally, MFS-FL proposes that it and other 

ALECs be allowed access to BellSouth's plant in 

the field. Accountability and control of the 

network would be completely lost at that point. 

Second, the local loop network is engineered as an 

end to end integral unit generally consisting of 

copper loops, cross-connect boxes, the SLC RT and 

terminations in the central office. Fragmentation 

of this integral unit introduces additional points 

of potential network failure. 

Mr. Devine claims that "this further unbundling of 

the links into digital distribution and 

voice-grade feeder/drop sub-elements is necessary 

in order to ensure that the quality of links 

MFS-FL leases from the (sic) BellSouth is equal to 

the quality of links that BellSouth provide (sic) 

to end users." Further unbundling into these 

sub-elements is not necessary to ensure equal 

quality. On the contrary, considering the 

tracking and administration problems this would 

create, combined with the loss of accountability 

and the fragmentation problem I discussed 
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1 previously, Mr. Devine's proposal is fraught with 

2 potential quality problems. 

3 

4 Q. On page 24, lines 9 through 15, of Mr. Devine's 

5 testimony, he proposes pricing guidelines for 

6 

7 

8 

9 A. Mr. Devine proposes that the sum of the prices for 

unbundled rate elements. What is your assessment 

of his proposal? 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the unbundled rate elements not exceed the price 

of the bundled dial tone line. He further 

proposes that ALECs be allowed to recombine 

(connect) unbundled loops and ports. 

This should not be allowed because the two 

proposals, taken together, would have the effect 

of allowing ALECs to purchase the equivalent of 

flat rated residence and business lines at 

currently tariffed flat rates. His proposals are 

just an attempt to lead the Commission into 

circumventing the intent of Section 364.161(2), 

Florida Statutes 1995, which states: "The local 

exchange telecommunications company's currently 

tariffed, flat rated, switched residential and 

business services shall not be required to be 
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resold until the local exchange telecommunications 

company is permitted to provide inter-LATA 

services and video programming, but in no event 

before July 1, 1997." 

Further, Section 364.161(1) prohibits the sale of 

"unbundled local loops at prices that are below 

cost." Section 364.161(2) also states: "In no 

event shall the price of any service provided for 

resale be below cost." To the extent that 

residential local exchange service is currently 

priced below its Long Run Incremental Cost, Mr. 

Devine's proposals would be inconsistent with the 

requirements of Florida law. 

Does BellSouth plan to offer to collocate ALEC 

owned remote switching modules in BellSouth's 

central offices as suggested by Mr. Devine on page 

19, lines 1 - 3, of his testimony? 

No. The objective of collocation is to facilitate 

the interconnection of transmission facilities 

between a LEC and an interconnector. It has 

nothing to do with the placement of switching 

equipment in LEC central offices. Collocation has 
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been limited to the placement of transmission 

equipment in LEC central offices. For instance, 

in its Second Report and Order, and Third Motion 

of Proposed Rulemaking released September 2, 1993 

in Docket No. 91-141, the FCC concluded: 

"Collocation of non-transmission equipment is not 

related to the competitive provision of basic 

transmission services. In addition, we agree with 

PacTel that interconnectors need not place their 

own switches on LEC premises to gain the benefits 

of expanded interconnection. Thus, LECs will not 

be required to allow interconnectors to collocate 

switches in LEC locations." 

Mr. Devine disguises his proposal for placement of 

their switching equipment in the Company's central 

offices as a natural extension of loop unbundling 

when in fact it has nothing to do with it. 

Additionally, the issue of collocation of 

switching equipment in company central offices is 

well beyond the scope of this proceeding. Such 

an issue should be considered in a separate docket 

where all parties can be heard. 
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3 A. Yes. 
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Q (By Mr. Lackey) Mr. Scheye, on December llth, 

1995, did you cause to be prefiled in this proceeding 

ten pages of questions and answers in testimony form? 

A Yes. 

Q Do you have any changes or corrections to that 

testimony? 

A No, I do not. 

Q If I were to ask you the questions that appear 

in that testimony today, would your answers be the same? 

A Yes, they would. 

Q And there were no exhibits attached to that; 

is that correct? 

A That is correct. 

Q Madam Chairman, could I have the prefiled 

rebuttal testimony, filed on December llth, 1995 on 

Kr. Scheye's behalf, included in the record as if given 

,rally from the stand? 

CHAIRMAN CLARK: The prefiled rebuttal 

testimony of Mr. Robert C. Scheye dated December llth, 

1995 will be inserted in the record as though read. 
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BELLSOUTH TELECOMMUNICATIONS, INC. 

REBUTTAL TESTIMONY OF ROBERT C. SCBEYE 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 950984B-TP (MCIMETRO PETITION) 

DECEMBER 11, 1995 

Please state your name, address and position with 

BellSouth Telecommunications, Inc. ("BellSouth" 

or "The Company"). 

My name is Robert C. Scheye and I am employed by 

BellSouth Telecommunications, Inc., as a Senior 

Director in Strategic Management. My address is 

675 West Peachtree Street, Atlanta, Georgia 

30375. 

Did you file direct testimony in this docket? 

Yes. 

What is the purpose of your rebuttal testimony? 

The purpose of my rebuttal testimony is to respond 

to issues relating to unbundling discussed in the 
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testimonies of witnesses Nina Cornel1 and Don 

Price on behalf of MCImetro Access Transmission 

Services, Inc. (MCImetro), Timothy T. Devine on 

behalf of Metropolitan Fiber Systems of Florida, 

Inc. (MFS-FL) and Mike Guedel on behalf of AT&T. 

Since witnesses Cornell, Price and Devine simply 

adopted their previously filed testimony, for the 

sake of brevity, I will also adopt my testimony 

dated November 27, 1995 ("November testimony") to 

respond to their issues. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 Q. On pages 4 and 5 of Mr. Guedel's testimony he 

23 defines interconnection and unbundling. Do you 

24 agree with Mr. Guedel's definitions? 

25 

Only Mr. Guedel has filed more testimony. Some of 

the issues raised in Mr. Guedel's new testimony 

have already been discussed in my November 

testimony. To avoid repetition, when Mr. Guedel 

merely repeats what he has said earlier, I will 

often rely upon and incorporate by reference, my 

earlier testimony in this proceeding. However, 

Mr. Guedel's testimony does require additional 

comment in a number of respects. 

-2- 
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I agree with Mr. Guedel that there is a 

distinction between interconnection and 

unbundling. I also agree with Mr. Guedel's 

description of interconnection as "the act of 

linking two networks together such that calls or 

messages that originate on one of the networks may 

transit or terminate on the other network." 

However, in his definition of unbundling, he mixes 

items that are part of interconnection with items 

that are unbundled network capabilities. 

example, in his list of 11 "Basic Network 

Functions," Mr. Guedel lists such items as tandem 

switching, common transport links and dedicated 

transport links. These items are clearly integral 

parts of local interconnection because they 

provide the functionality necessary to link two 

networks together. 

For 

The signaling links, signal transfer points (STPs) 

and signal control points (SCPs) also mentioned by 

Mr. Guedel in his unbundling discussion are part 

of Signaling System 7 ( S S 7 )  interconnectivity. 

While I agree that these may be considered 

unbundled network capabilities, SS7 

interconnectivity is addressed in issue 10 of 

-3- 
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Docket No. 950985-TP. Likewise, his list includes 

operator systems as an unbundled network 

capability. This is addressed in issues 6 and 7 

of Docket No. 950985-TP as well as my testimony in 

that docket. 

On page 5, line 19 of his direct testimony, Mr. 

Guedel also lists "switching" as an unbundled 

capability that BellSouth should provide. 

you comment on this? 

Could 

I have read Mr. Guedel's testimony several times 

and I am still not sure what he means by this. 

Clearly switching is a part of interconnection, 

not of unbundling. When two networks are linked, 

calls from one network are switched in the other 

network at either an end office, a tandem or both 

Mr. Guedel, however, on page 10 of his direct 

testimony, appears to imply that the switching 

function should be unbundled into additional 

pieces, such as 1) recognizing service requests, 

2) obtaining call specific information, 3) data 

analysis, 4) route selection, 5) call completion, 

and 6) testing and recording, etc. The switching 

-4- 
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1 function that BellSouth plans to offer will 

include all these piece parts. 

that these piece parts cannot be separated from 

the switch and, therefore, cannot be offered 

separately as Mr. Guedel wants. 

BellSouth believes 

7 Q. Mr. Guedel also wants the ALECs to have access to 

8 Advanced Intelligent Network (AIN) triggers. What 

9 

10 

11 A. 

12 

13 call control capabilities that he mentions on 

14 pages 10 and 11 of his testimony. BellSouth has 

15 

16 

17 Initially, the plan provides access to the 

is BellSouth's position on that? 

I am uncertain as to exactly what Mr. Guedel has 

in mind as far as unbundled AIN triggers and the 

been a leading proponent of opening up AIN and is 

implementing a plan to accomplish this. 

18 

19 

20 

21 

22 

23 

24 

25 

programming tools necessary for third parties to 

develop and sell AIN services. This includes 

access to AIN triggers. These capabilities will 

be offered as DesignEdgeSm service and are 

presently undergoing final testing. A tariff for 

these capabilities will be filed in Florida as a 

market trial Limited Service Offering in the first 

quarter 1996. 

-5- 
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The BellSouth plan will offer capabilities that 

would allow all users and all customers to be 

protected from problems that may be caused by a 

third party. In BellSouth's view, however, to 

allow an ALEC call control capability within a 

BellSouth switch means that the ALEC would have a 

port to the switch processor and the ability to 

change translations within the switch. This would 

clearly leave customers unprotected and, 

therefore, is not planned as an offering. 
h 

2 

3 

4 

5 

6 

7 

8 

9 

10  

11 

12 

13  Q. Mr. Guedel seems especially concerned with 

14 BellSouth's provisioning of Signaling System 7 

15 (SS7) .  Could you further elaborate on how BST 

16 plans to offer SS7 interconnectivity? 

17 

18  A. Yes. BellSouth will provide links that will allow 

19  

20 

2 1  

22 

2 3  

24 

25 

for the interconnection of an ALEC end office to a 

BellSouth Signal Transfer Point (STP). Links that 

will allow for the interconnection of an ALEC STP 

to a BellSouth STP will also be offered. In its 

initial offering, BellSouth does not plan to 

provide interconnection with a BellSouth Signaling 

Control Point (SCP). However, BellSouth will 

-6- 
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offer access to 800 and Line Information Data 

Bases which will provide some of the same 

functionalities obtained by interconnecting with 

the SCP. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q. The remaining functions listed by Mr. Guedel are 

16 loop distribution, loop concentration and loop 

A s  I discussed in my November testimony, BellSouth 

has concentrated its initial effort on developing 

capabilities essential to offer basic exchange 

service. However, BellSouth would be agreeable to 

offering connectivity to a BellSouth SCP at a 

later date, provided that such a functionality 

meets the unbundling criteria which I described in 

detail in my November testimony. 

feeder. Does BellSouth intend to provide these 

functions? 

17 

18 

19 

20 A .  

21 provide includes the components listed by Mr. 

22 Guedel. BellSouth will offer an unbundled loop 

The local loop facility which BellSouth intends to 

23 

24 

25 

for connection of an ALEC end user to a BellSouth 

switch. However, Mr. Guedel seems to imply that 

BellSouth should unbundle the local loop into 
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21 Q. 

22 

23 

24 

25 

piece parts. 

loop should be further unbundled into sub-loop 

components because it would create many 

provisioning and administrative problems. 

BellSouth disagrees that the local 

AS I stated in my November testimony, the 

operations and support systems required to order 

and administer sub-loop unbundling would be 

extremely difficult to develop and maintain. 

Additionally, BellSouth would lose accountability 

and control of its own plant in the field because 

it would have to give access to its own equipment 

to someone else. Finally, fragmenting what is 

currently engineered as an integral unit will 

introduce additional points of potential network 

failure. 

To summarize, sub-loop unbundling is 

reasonable and it is not necessary. 

not 

Mr. Guedel, on pages 12 and 13 of his testimony, 

argues that unbundled network elements should be 

priced at Total Service Long Run Incremental Costs 

(TSLRIC). Do you agree? 

-8- 
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No. As discussed in Dr. Banerjee's testimony 

filed on November 27, 1995, such a pricing scheme 

does not make economic sense. Although Mr. Guedel 

acknowledges that the LECs have spent "hundreds of 

millions of dollars over the years in constructing 

their networks," he is not willing to allow 

BellSouth to achieve a contribution to joint and 

common costs of its operations from that 

investment. 

Similarly, the ALECs are proposing that unbundled 

capabilities be offered at cost, either through a 

TSLRIC or Long Run Incremental Cost (LRIC) 

methodology. In either case, LECs would be denied 

a contribution to their shared and common costs. 

Additionally, other vendors offer some of these 

services (e.g., Operator Services) at market 

prices that are well above cost. There is no 

reason to expect a LEC to offer such services at 

other than market prices. 

It makes absolutely no sense to insist that a LEC 

offer any of its services (i.e. bundled or 

unbundled, wholesale or retail) at cost. 

-9- 
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Furthermore, it makes no sense for a LEC to invest 

capital to offer unbundled network capabilities to 

ALECs at cost when it can utilize the same capital 

and the same network components to offer bundled 

and/or retail services at a price that would cover 

cost and realize a contribution to the LEC's 

common and shared costs. In my view, to require 

the offering of such unbundled network components 

at cost is patently unfair, unreasonable and 

unrealistic. 

Does this conclude your testimony? 

Yes. 
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Q (By Mr. Lackey) Mr. Scheye, do you have a 

summary of your direct and rebuttal testimony? 

A Yes, I do. 

Q Would you please give it? 

A Thank you. Good afternoon. My testimony 

lescribes BellSouth's position concerning the elements 

:hat should be made available by BellSouth to both MFS 

m d  MCI Metro on an unbundled base. 

In addition, my testimony describes the 

cechnical arrangements under which such elements should 

>e offered and under what terms and conditions unbundled 

zlements should be made available. It is BellSouth's 

3osition that it is appropriate to offer an array of 

€eatures, functions and/or capabilities, including 

inbundled loops and ports, channel multiplexing and 

issociated transport and virtual collocation. 

:allocation, however is currently pending before this 

:ommission in another proceeding. 

Virtual, 

In addition, other unbundled capabilities that 

lave been requested by the alternate carriers, and that 

3ellSouth plans to offer, include some of the 

Eollowing: Directory assistance, inclusion of an 

ilternate carrier's customer*s name in BellSouth's 

lirectories, providing additional directory listings to 

:he alternate exchange carrier's customers, number 
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>ortability and connection to enhanced 911 services, 

LIDB, or line information database storage services, 800 

Patabase services, signaling, operator services and 

%ccess to BellSouth's poles, ducts and conduits. Of 

:ourse several of these items were raised yesterday in 

:he other proceeding. 

In general, unbundled elements should be made 

wailable, be it tariff, or where appropriate, under 

zontractual arrangements. To the extent that tariffs 

:urrently exist for unbundled elements, then it is 

ippropriate to use the existing tariffs and their rates, 

cerms and conditions for those purposes. 

When tariffs are not available for such 

:lements, new tariffs or contracts will be developed 

:omistent with Florida law. The unbundled elements 

nust be offered at prices that are not below cost. 

Finally, BellSouth recommends that the open 

ietwork architecture process and associated criteria be 

ised to the extent possible to evaluate future requests 

€or unbundled elements once the initial group of 

inbundled capabilities has been established. 

Thank you very much. 

Q Does that complete your summary, Mr. Scheye? 

A Yes, sir. 

MR. LACKEY: Mr. Scheye is available now. 
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CHAIRMAN CLARK: Ms. Wilson? 

MS. WILSON: I have no questions at this time. 

CHAIRMAN CLARK: Mr. Melson? 

MR. MELSON: Commissioner, I’ve got about 

three exhibits I would like to use. If we can stand in 

?lace about 30 seconds we’ll get them handed out here. 

(Pause) 

MR. MELSON: Never seen so many people willing 

:o help to try to finish a hearing by five. 

Commissioner Clark, we’ve handed out three 

Pocuments, and the first one I would like to identify is 

1 Southern Bell tariff transmittal letter and cost 

support. The first page says T-94-491 in the upper 

right-hand corner. If we could have that identified as 

:he next numbered exhibit. 

CHAIRElAN CLARK: The letter of transmittal and 

:he tariff addressed to M r .  Walter D’Haeseleer, dated 

September 9, 1994, which is tariff filing 94-491, will 

>e marked as Exhibit 11. 

(Exhibit No. 11 marked for identification.) 

MR. MELSON: Next I would like to have marked 

several interrogatories that were previously introduced 

in the prior docket. It is BellSouth’s Response to 

LT&T’s First Set of Interrogatories in Docket 950696-TP, 

Cnterrogatories No. 3, 4, 9, 10 and 11. 
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CHAIRMAN CLARK: BellSouth's Answers to AT&T's 

First Set of Interrogatories for questions 3, 4, 9, 10 

and 11 will be marked as Exhibit 12. 

(Exhibit No. 12 marked for identification.) 

MR. MELSON: And finally, there is one sheet 

out of BellSouth Telecommunications, Inc.'s, Access 

Service Tariff. It is Section E7.5 of their dedicated 

access services. 

CHAIRMAN CLARK: The document entitled Access 

Service Tariff, effective May 19, 1995 for dedicated 

access services will be marked as Exhibit 13. 

MR. MELSON: Thank you, Madam Chairman. 

(Exhibit No. 13 marked for identification.) 

CROSS-EXAMINATION 

BY MR. MELSON: 

Q Mr. Scheye, I'm Rick Melson representing MCI 

Metro. 

alternative local exchange company for an unbundled 

local loop should be taken from the special access 

tariff; is that correct? 

A Yes, sir. 

Q And the portion -- the item described in the 

It's your testimony that the price to an 

local access or the special access tariff that 

corresponds to the unbundled local loop is the two-wire 

voice grade local channel: is that correct? 



305 

P. 

1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 ..-- 

A It could be. You could also have a four-wire, 

3r a DS1, but for the purpose of today you can say it's 

5 two-wire. 

Q Is the most common way of providing 

residential local exchange service to use a two-wire 

loop? 

A Yes. 

Q If you would turn to what was marked as 

Exhibit 13, the access service tariff, could you 

identify on that for me what the current price of the 

two-wire voice grade local channel would be? 

A Looks like it's $21.15. 

Q And that is the price you propose to charge an 

ALEC for an unbundled loop: is that correct? 

A Yes, sir. 

Q And in the tariff that price is not 

distance-sensitive: is it? 

A No, sir, it's not. 

Q NOW, if you would turn to what's been marked 

as Exhibit No. 12, which is the interrogatory answers, 

and turn to Item No. 11. It's the next to the last 

page, By reference to that interrogatory answer, can 

you tell me what the BellSouth's average monthly access 

line revenue for 1994 was for residence service? 

A Residence, it says $9.76. 
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Q And would that correspond to what we call a 

.FR service? 

A I would think so. I'm not quite sure what 

werage monthly revenue, but I believe that's the case. 

Q And if you were to look at the total of what 

:he customer perceived that he or she paid for local 

iervice, would you have to add to that figure a federal 

iubscriber line charge? 

A Yes. 

Q And do you know what that current charge is? 

A Residence, it's $3.50. 

Q So we would be talking $3.50, plus $9.76, 

roughly 13 and a quarter; is that correct? 

A Yes. 

Q Now, would you turn to the answer to 

tnterrogatory No. 9 in that same package. And according 

:o this interrogatory answer, which is using Southern 

3ell's Loop Is A Loop Study, is it correct that the 

incremental cost of providing basic residential service 

in Florida is $18.73? 

A That's what it says, sir, yes. 

Q And if you turn to the next page, would you 

tgree with me that the cost of business services is ten 

:ents less, $18.63? 

A Yes. 
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3 07 

Q And in both cases, that cost includes both the 

loop and the associated switching and transport 

iecessary to provide the total service; is that correct? 

A I would think so, sir, the way the question is 

asked. 

Q Now, let's turn back to the very first 

interrogatory answer in that package, and does that 

indicate that in August of '95 when this interrogatory 

#as answered, that BellSouth estimated the average long 

run incremental monthly cost for local loops in Florida 

as $15.97? 

A I don't know if the study was done, but we've 

submitted it at that point, yes, sir. The study may be 

a little older. I think it says on the next response it 

was a 1994 loop study. 

Q I see that. Thank you. 

NOW, would you turn to Exhibit 11, which was 

the backup line service tariff filing. And if you would 

turn with me to the third page from the end of the 

document, from the back end. 

A Page 6 of 8; is that what it says? 

Q That's correct. 

A And do you see on Line 2 a monthly cost per 

loop of $15.53. Yes. 

Q Do you know why the monthly loop cost for the 
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backup line service tariff is slightly different from 

and lower than the estimate contained in the 1995 

interrogatories? 

A I don’t know, but I can guess that this is a 

backup service. It requires a primary line. So that 

could have caused a difference. This appears to be a 

cost study, or I should say a tariff filing for a unique 

service called backup service. 

bearing on the difference. 

So that may have had a 

Q Does backup service involve the provision of a 

two-wire voice grade circuit? 

A I don’t know. 

Q All right. 

Do you know? 

MR. MELSON: Commissioner, I’ve got one other 

number I would like you to look at, but it’s in the 

confidential exhibit that staff is going to use. I 

wonder if I might ask them to identify their exhibits at 

this point. 

MR. HATCH: Mr. Scheye, do you have with 

you -- there should be three documents. The first one 

is labeled on the front as RCS-1. It consists of your 

12-18-95 deposition transcript, as well as Responses to 

Staff’s First Set of Interrogatories to BellSouth and 

several responses from MFS’s First Set of 

Interrogatories to BellSouth. Do you have that? 
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WITNESS SCHEYE: Yes, sir, I believe I have 

those. 

MR. HATCH: Have you had a chance to review 

that? Is everything in that document true and correct 

to the best of your knowledge and belief? 

WITNESS SCHEYE: Yes, sir, it is. 

MR. HATCH: Madam Chairman, could we have that 

marked for identification, please? 

CHAIRMAN CLARK: The interrogatories listed in 

Staff Exhibit RCS-1 will be identified as Exhibit 14. 

(Exhibit No. 14 marked for identification.) 

MR. HATCH: Mr. Scheye, do you have before you 

the second document, I think it's RCS-2. It is your 

January 5th, 1996 transcript? 

WITNESS SCHEYE: Yes, sir. 

MR. HATCH: Everything in there true and 

correct to the best of your knowledge and belief? 

WITNESS SCHEYE: Yes, sir. 

MR. HATCH: Could we have that marked please? 

CHAIRMAN CLARK: That will be marked as 

Exhibit 15, and that's the deposition taken January 5th, 

1996. 

MR. HATCH: And the third document, 

Mr. Scheye, is a confidential document, and it consists 

of Staff's First Request for Production, N o s .  4 and 5. 
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Do you that have that document? 

WITNESS SCHEYE: Yes, sir. 

MR. HATCH: Is everything in there true and 

correct to the best of your knowledge and belief? 

WITNESS SCHEYE: Yes. 

MR. HATCH: Madam Chairman, could we have that 

marked for identification, please? 

CHAIRMAN CLARK: The confidential exhibit 

consisting of BellSouth's Responses to Staff's Request 

for Production of Documents 4 and 5 will be marked as 

Exhibit 16. 

(Exhibit Nos. 15 and 16 marked for 

identification.) 

Q (By Mr. Melson) Mr. Scheye, if you could turn 

in the confidential exhibit to the unbundled exchange 

access loop cost study. Do you have that in front of 

you? That's in Exhibit 16. 

A What page do you want me to turn to? 

CHAIRMAN CLARK: Could we get a page number? 

MR. MELSON: It's bates page No. 15. I may 

not have mine in exactly the same order as yours. 

MR. MELSON: Page 15 is a table of contents. 

CHAIRMAN CLARK: Right. 

WITNESS SCHEYE: Unbundled exchange access 

loop table of contents? 
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Q (By Mr. Melson) Yes, sir. I really need you 

to be on the next page. If you'd turn one more page. 

A I 'XI there. 

Q It's entitled, in the upper right-hand corner, 

work paper 1, Page 1 of 12. 

A Mine says 1 of 2. 

Q I'm sorry 1 of 2. When you get to be this age 

you can't read. Would you agree that the cost, monthly 

cost figure shown on the first line, E7.5.3A(a) is what 

BellSouth is now representing as the monthly cost of an 

unbundled local loop? 

A 

supposed -- 
I'm sorry, you lost me again on -- where am I 

Q The first line, the first column. 

A Under monthly cost? 

Q Yes. I dontt want you to say the number out 

loud. 

A I know you don't. Is that local channel, 

voice grade unbundled exchange access loop, two-wire: is 

that correct? 

Q Yes, sir. 

A Yes, I have that number and I won't state it. 

Q Would you agree with me that that number is 

higher than the local loop cost shown either in your 

backup study tariff filing or in the interrogatory 
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answer that we just looked at? 

A Yes, I would agree with that. 

Q And the number we're looking at on the 

zonfidential document is an average cost: is that 

A To the best of my knowledge it is, yes. 

correct? 

Q In fact, the cost to the local loop var-es by 

iistance; is that correct? 

A It can probably, depending on what kind of 

technology is being used. 

Q I would like you to turn to Page C-1 of this 

zonfidential document, which is -- 
A Page C-17 

Q Yes, bate stamp No. 214. 

A I have it. 

Q 

A I am. Yes, sir. 

Q And does the last column -- well, the first 

Are you with me now? 

:olumn of that identifies a number of bands. The second 

:olumn identifies the loop distance in thousands of 

€eet; is that correct? 

A I'll accept your word that that's in thousands 

If feet. It just says distance. 

Q It says distance in the numbers -- 
A I'm sorry. Yes, you're right. Yes, sir. 

Q And then the last column is the monthly cost 
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3 13 

associated with each band: is that correct? 

A Yes. 

Q And would you agree with me -- and would you 
agree with me that for copper facilities, the monthly 

cost shown for each of the first 12 bands, bands 1 

through band 12, is lower than the average monthly cost 

that we saw back on the earlier page of the document? 

A Yes, it is. 

Q And above band 12 there's no band-by-band 

breakdown: is that correct? 

A Right, correct. 

Q And then we see the last band, the cost is 

higher than the average? 

A Yes. 

Q It is impossible to tell from the summary, is 

it not, where the break -- well, at what length the cost 
of the loop equals the overall average cost: is that 

true? 

A I can't tell. Maybe someone else could. 

Q And the -- no more ands. That was it. Last 

question. Thank you, Mr. Scheye. 

CHAIRMAN CLARK: Mr. Tye? 

MR. TYE: I have just a few, Madam Chairman. 

CROSS-EXAMINATION 

BY MR. TYE: 
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Q Mr. Scheye, in your direct testimony that was 

filed on November 27th with respect to the MFS petition, 

over on Page 14, Lines 1 through 3, you say, IvConsistent 

with revised Chapter 364, ALECs will be able to resell 

the Company's currently available local exchange message 

and measured rate services." Are you familiar with 

that? 

A Yes, sir. 

Q Let me hand you a --~cument, ask you if you can 

identify it for us. 

(Pause) 

MR. TYE: Madam Chairman, could I ask that 

this document be marked for identification as, I 

believe, Exhibit 16 -- or excuse me, Exhibit 17. 
CHAIRMAN CLARK: Yes, the document entitled 

basic local exchange service, it's a tariff filing 

effective February 17th, 1994 for BellSouth, will be 

marked as Exhibit 17. 

(Exhibit No. 17 marked for identification.) 

Q (By Mr. Tye) Mr. Scheye, the document you've 

been handed is a document from Southern Bell's 

intrastate tariff; is it not? 

A Yes, it is. 

Q Would you look with me at Section A3.5, which 

is message rate service. Are those the services that 
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'ou indicate in your testimony are currently available 

:or resale? 

A Yes, sir. I didn't say -- I don't believe in 

iy testimony I said they were available for resale. I 

;aid they would be available for resale. 

Q I'm sorry, that is correct. Now these 

iervices have both a monthly recurring charge and then a 

isage charge: is that correct? 

A Yes. 

Q And would you turn over to the second page of 

3xhibit 17 and look specifically at the section of the 

:ariff that's A3.52? 

A Yes, sir. 

Q Now, the rates that are shown in subsection A 

:here are the monthly rates: is that correct? 

A Yes, they are. 

Q Now, rate group 12: is that the largest rate 

group you have? 

A Yes, apparently. 

Q And that would be, say, Miami? 

A I believe so. 

Q What's your local rate, your regular 

residential flat local rate in that area? Do you know? 

A NO, but can I look on this exhibit? 

Q Yeah, if it's in here. 
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A Is it $29.10? No, that's business. I'm 

iorry . 
Q Let's go back and talk about the exhibit for a 

loment. A resident -- well, an ALEC, I guess, that 
ranted to resell this service in Miami would have to pay 

rou $6.39 a month as a non- -- excuse me, as a monthly 
recurring charge, and then would also have to pay you 

:en cents a minute; is that correct? 

A No, sir, that's not correct. 

Q 

A 

Maybe I'm misreading the tariff. 

I believe that ten cents you're referring 

co -- if I'm reading this correctly, and I'm not that 

Eamiliar, but it says you get a 30-call allowance, and 

then the remaining price. 

to each message. 

I think the ten cents applies 

Q Each message, okay. 

A After the 30. 

Q Do you have any studies to indicate what the 

sverage number of messages per access line per month is 

in Florida? 

A NO, sir. 

Q Did you do any studies like that when you put 

this tariff together? 

A I didnlt put this tariff together, sir. So I 

can't speak for the people that did. 
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Q Okay. With respect to a business customer, 

the business customer is shown on the next page: is that 

correct? 

A Yes. 

Q And the business customer in rate group 12 

would pay you $21.69 a month, plus 12 cents per message 

for every message over the allowance: is that correct? 

A Yes, and I believe there's a 75 message 

allowance in that case. 

Q Now -- I'm sorry, I didn't mean to cut you 

off. 

A That's okay, sir. 

Q If an ALEC desired to resell your local 

service, these are the rates that you would quote the 

ALEC; is that correct? 

A Yes. 

MR. TYE: Thank you, sir. I have no further 

questions. 

CHAIRMAN CLARK: Mr. Self? 

MR. SELF:  Thank you. 

CROSS-EXAMINATION 

BY MR. SELF: 

Q Mr. Scheye, I'm Floyd Self for LDDS WorldCom. 

Just a couple of quick questions. With respect to the 

unbundling requests that have been made of BellSouth, is 
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rach request exactly the same as every other request 

that's been made? 

A Sir, could you help, maybe you could clarify a 

little bit. When you say a request made of BellSouth, 

:ould you tell me in what form you're referring, or how 

IOU believe those requests have been made? 

Q In whatever form they've been made. In other 

rords, is everyone requesting exactly the same as 

rveryone else? 

A Oh, no, sir, not at least in the discussions 

I've had with them. 

Q And I believe at Pages 8 and 9 of your 

testimony you propose that the unbundled ports be 

Dffered on a measured basis and that the rate that 

lou're proposing for that would be the same as the STS 

rate: is that correct? 

A That is correct. 

Q Is the STS usage rate priced above cost? 

A To the best of my knowledge, it is. 

Q Do you know to what extent it's priced above 

:ost? 

A No, sir, I don't. 

MR. SELF: That's all I have. Thank you. 

CHAIRMAN CLARK: Mr. Fincher? 

MFZ. FINCHER: No questions. 
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CHAIRMAN CLARK: Mr. Falvey 

CROSS-EXAMINATION 

BY MR. FALVEY: 

Q I have a few questions. My name is Jim Falvey 

on behalf of Metropolitan Fiber Systems of Florida. 

What kind of a schedule has BellSouth established to 

determine the economic and technical feasibility of 

providing the elements requested by MFS? 

A I don't have a specific schedule unique to 

MFS, sir. If you -- we believe in our initial offering 
we have taken care of essentially everything that has 

been requested of us on an unbundled basis. 

Q And as to those elements that you did not 

address in your initial offering, is the plan that 

you'll just get to the requests when you'll get to them? 

A No, sir. I mean -- and let me elaborate a 
little bit, and this is a little bit off the point, and 

if I get off the point, please, rein me in if you will. 

If it's acceptable, I will -- some carriers, and I won't 
name them, have indicated to us in the negotiation 

process that concentration would be something that they 

would require or request that BellSouth provide of 

them. BellSouth does not believe that that is really an 

unbundling request, because the nature of the 

concentration is a unique piece of gear that would have 
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to be housed in our office through some mechanism. So 

it doesn't really meet the terminology of unbundling. 

However, BellSouth undertook a unique study to 

look at the technical capabilities of providing a 

soncentration gear. As a matter of fact, BellSouth 

looked into a particular type of concentrator that was 

requested of us. We do not currently use that type of 

concentration. We went back to the vendors to get the 

cost of that piece of gear, and as a matter of fact, and 

I believe as Mr. Devine indicated earlier, we've 

actually quoted a price, to the MFS at least, about 

tentatively offering that. Now I will not say that 

we've fully explored every aspect of the provision of 

that capability. But I think that's indicative of 

BellSouth's willingness to work with the various 

alternate carriers to meet their needs as they are made 

of us. 

Q Is it fair to say that you have no schedule 

for -- or internal deadline for determining what the 
economic and technical feasibility of providing the 

requested elements is? 

A As I said, sir, I believe we can currently 

offer all the requested elements. So we don't have a 

schedule because, to date, no one has provided me a 

request for service that we do not anticipate offering 
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under unbundled capabilities. 

Q Is it possible for ALECs to purchase loops 

rlithout the resolution of operational issues? 

A I'm sorry, could you repeat it? 

Q Is it possible for an ALEC to purchase loops 

uithout the resolution of operational issues? 

A Yes, sir, it is. 

Q Well, if we haven't established what process 

you would go through in order to order loops, how could 

you order loops? 

A We have a process in place for ordering loops, 

sir. 

Q Have you brought the ALECs in on what that 

process is? 

A Sir, that process has been in place for 

approximately ten years. It is not a new process. It 

is available to any carrier. 

number of carriers. So I don't know that I had to 

divulge it uniquely to them. 

It has been used by any 

Q We may be talking about different types of 

operational issues. We'll see. Do you have your 

prehearing statement in front of you, December 11th in 

this docket? 

A No, sir, I don't. 

Q If you could just read the first sentence of 
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our position in response to Issue No. 4. 

A Issue 4 was, What arrangements, if any, are 

[ecessary to address other operational issues?" 

"Position: It is premature for the Commission 

.o address operational issues.11 

Q So my understanding, your position then is 

hat operational issues don't need to be addressed at 

.his time? 

A Sir, you just asked -- no, I didn't say that 

it all. I think there are a huge number of operational 

.ssues that do need to be worked out between BellSouth. 

'ou asked me about the operational issues for local 

.oop. That statement deals with 20 or 30 items, maybe 

Lore. So it's not unique to the local loop. 

Q So I guess the question then is, is it 

iossible to purchase and utilize loops on an ongoing 

iasis without addressing these operational issues? 

A If your statement, as I understand it, is a 

.oca1 loop, the answer to that is absolutely yes, 

iecause all those operational procedures are already in 

ilace. As a matter of fact, we have carriers today 

iuying unbundled loops from us daily, and it must be 

rorking. 

Q Those are special access loops? 

A Yes, sir, or private line, as may be in the 
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Q Is if fair to say that a special access line 

rould not work for providing dial tone service? 

A No, sir. It will work. 

Q Does BellSouth support the concept of local 

txchange competition? 

A Yes, sir. 

MR. FALVEY: I have one exhibit which was 

xoduced in response to MFS's first data request or 

Iocument request, No. 4. It's not proprietary and I 

rould like to distribute it. 

(Pause) 

Q So your answer, you said that it is not fair 

:o say that a special access line would not work for 

xoviding dial tone line? 

A No, sir. They're being used today to provide 

lial tone, so there's no reason in the future they won't 

5 8  able to -- 
Q Could you turn to -- I'm sorry. 

A I said they are today, so there's no reason to 

think in the future they won't be available or able to 

io the same thing. 

Q Could you turn to what's marked as bates Page 

24, bate stamp -- 
CHAIRMAN CLARK: Mr. Falvey, let's identify it 
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is an exhibit and tell me what -- it is a production of 
locument response, right? 

MR. FALVEY: That's right. 

CHAIRMAN CLARK: Can you give me the number? 

MR. FALVEY: Yes, gladly. MFS'S First 

Document Request, Item No. 4, the Response to Item No. 

0. And -- 
CHAIRMAN CLARK: Okay, it's Exhibit 18 will be 

!fFS8s -- it will be BellSouth's Response to MFS document 

Request No. 4 contained in its first production of 

Aocuments . 
MR. FALVEY: That's correct. 

MR. LACKEY: Madam Chairman, could I have just 

a moment, please? Mr. Falvey said this wasn't 

proprietary, but I'm having a bit of a problem here. I 

just want to check. 

CHAIRMAN CLARK: We'll take a break until five 

minutes after 4:OO. 

MR. LACKEY: Appreciate that. 

(Recess from 3:50 p.m. until 4:lO p.m.) 

CHAIRMAN CLARK: Call the hearing back to 

order. 

MR. LACKEY: Madam Chairman, I would like to 

apologize. I overreacted. The document is not 

proprietary. At least I can say I provided some comic 
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relief. 

CHAIRMAN CLARK: All right, the document 

?reviously identified as Exhibit 18 is not a 

:onfidential document and it will be marked as 18 for 

identification. 

Go ahead, Mr. Falvey. 

(Exhibit No. 18 marked for identification.) 

Q (By Mr. Falvey) I’m going to repeat the last 

question just so we can pick up where we left off. 

Is it fair to say that a special access line 

would not work for providing dial tone? 

A No, that is not correct. 

Q If you could turn to Page 24, if you haven‘t 

already, bate stamp Page 24. And the last full 

paragraph, if you could just read back the first 

sentence of that last full paragraph. 

A The last sentence? 

Q No, rather the first sentence 

A “In a recent RUIN-IT (resale, unbundling, 

interconnect, negotiations-implementation team) meeting, 

it was stated” -- 
CHAIRMAN CLARK: Mr. Scheye, I’m having 

difficulty hearing you. I can hear everybody else, but 

I don’t hear you too well. 

WITNESS SCHEYE: Okay. 
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CHAIRMAN CLARK: start again, please. 

WITNESS SCHEYE: Try again. Is that better? 

Is this on? I don't think it's on. 

CHAIRMAN CLARK: He says it's on. Go ahead. 

WITNESS SCHEYE: 1'11 speak louder. "In a 

recent RUIN-IT (resale, unbundling, interconnect, 

negotiations-implementation team) meeting, it was stated 

that a special access line would not work for providing 

3ial tone. 

CHAIRMAN CLARK: Is this somebody's idea of a 

joke, the acronym? 

MR. FALVEY: I was actually going to ask him 

about that, speaking of comic relief. 

Q (By Mr. Falvey) I mean, is it correct that 

the team, the implementation team, for the issues that 

Ye've been dealing with yesterday and today, the acronym 

is called RUIN-IT? 

A Yes, as it's spelled out here, sir. 

Q But you did answer the question previously 

that BellSouth supports local exchange competition? 

A Yes, we do. 

Q Okay. 

A 

3ur policy? 

Are you taking exception with the acronym or 

CHAIRMAN CLARK: Is the acronym your policy? 
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MR. FALVEY: I have no further questions, 

xtually. 

WITNESS SCHEYE: Our expertise is more in the 

telecommunications business than it is in the acronym- 

zreation business. 

CHAIRMAN CLARK: Some people might dispute 

that. 

WITNESS SCHEYE: If somebody thinks we're 

better at acronyms -- 
MR. FALVEY: I think I'm all done, speaking of 

comic relief. That was my last question. 

WITNESS SCHEYE: Maybe I ought to explain the 

differential, then, between what this statement says and 

my previous statement. If you note, this letter was 

dated July 28th, 1995. My statement was made today, 

about seven months later. When I saw or heard about 

this response, I asked this team, or members of this 

team, to simply revisit the issue. As it turned out, 

what they were looking at was a very, very, very 

technically detailed assessment, and since that time 

have determined that this letter is in fact incorrect. 

So that therefore the statement in here, while correct 

based on the gentleman who wrote it, as of July 28th, 

1995, is no longer true, and it is not BellSouth's 

position, rather the position I stated earlier is 
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Further -- can I continue? 
MR. FALVEY: Absolutely. 

WITNESS SCHEYE: Further, to show you the 

iiversity of capability, today we talk about wire line 

loops provided by BellSouth, and they can provide dial 

tone and local service. In the future, we've talked 

earlier today, that capable companies may be able to use 

their facilities to provide dial tone capability. And 

thirdly, and most interesting possibly, is MCI Metro has 

indicated publicly that they have signed a deal with 

Windstar, PCS, a wireless provider, and that they will 

use wireless capability to provide switched local 

exchange service to both residence and business service, 

initially in the city of Atlanta, but then nationally. 

So I think that indicates to you, sir, that -- 
a couple things: One, a loop provided by BellSouth is 

not the only source; secondly, and maybe more to the 

point of your question, the capabilities required to 

provide dial tone local service can be quite diverse and 

still the service that would be considered local 

exchange service. 

Q (By Mr. Falvey) So is it fair to say then 

that what you're saying is that once it became clear 

that the corporate position -- as it says here, and why 
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Lon't I read off here -- "The corporate position on 
inbundling local loops is that these loops are available 

:day from the special access tariff." When that became 

Aear to the technical people who had said that it would 

iot work, they were given instruction to come back with 

i better answer? 

A No, sir, that's not true, and that's not what 

: said. What I said was, if I could repeat it, it is 

SellSouth's position then, and it was now, that we 

ihould try to use services already available and already 

:ariffed, special access, as I said, for the loop. When 

:his letter was written, or this determination made, I 

;imply asked that they go revisit that, because if this 

ras true, in fact, we would have changed our position, 

ibsolutely and said, if a special access line won't 

xovide dial tone service, then it doesn't meet the 

:equirements of an unbundled loop, and we would have had 

:o come up with a different service. The reason we 

:ould maintain our position was because, in fact, this 

,osition has changed as reflected in this letter. 

Q When the position changed, did you change the 

icronym also? 

A No, sir. The acronym actually still exists. 

Q Okay, that's my final question. 

A Our acronym committee doesn't meet all the -- 
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Drily once a year, so you stick with these acronyms for a 

ahile. 

MR. FALVEY: No further questions. 

MS. WILSON: Chairman Clark, I need to ask two 

zlarifying questions. 

CHAIRMAN CLARK: Go ahead. 

CROSS-EXAMINATION 

BY MS. WILSON: 

Q Mr. Scheye, I just wanted to ask you a couple 

questions. I'm trying to put together your testimony 

from yesterday and a statement in your summary today. 

roday you seem to say in your summary, I believe, that 

ALECs could purchase unbundled loops and ports from 

BellSouth. And I was just wanting to clarify. If I'm 

an ALEC and I don't own facilities to a customer, can I 

purchase an unbundled loop and an unbundled port from 

BellSouth? 

A You can purchase an unbundled loop and you can 

purchase an unbundled port. However, as suggested 

earlier today, if you desire the bundled version of a 

loop and a port, in other words you want to provide the 

complete dial tone service, then you would purchase 

message rate services in the rate group depicted in the 

tariffs earlier. So you can essentially buy that 

capability through reselling our local exchange message 
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rate offering. In doing that, you would also get 911 

:apability, directory listing capability, et cetera. 

COMMISSIONER GARCIA: Didn’t you just say the 

simple loop provides dial tone? 

WITNESS SCHEYE: Beg your pardon? 

COMMISSIONER GARCIA: I thought you stated in 

the previous questions that with the simple loop you can 

provide dial tone. 

WITNESS SCHEYE: Mr. Falvey’s question was if 

ne purchased the special access loop from me, could it 

De used for dial tone purposes? And I said, yes, it can 

be. That would be -- presumably he would buy the loop 
€rom me and connect that to his own switch or his 

zompany switch. 

MS. WILSON: That’s all I have. 

MR. MELSON: Commissioner Clark, I would like 

to ask one or two additional questions, something 

that -- an answer that came out in response to a 
westion from Mr. Falvey, if I heard it correctly, seems 

to me to be inconsistent with something in the prefiled 

and I would like to clarify it. 

CHAIRMAN CLARK: Go ahead. 

FURTHER CROSS EXAMINATION 

BY MR. MELSON: 

Q Did I understand, Mr. Scheye, that you 
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indicated that Southern Bell, after receiving a request 

€rom MFS for loop concentration, in fact went out, 

explored that and has offered loop concentration to MFS? 

A Sir, I think what I said, to be a little more 

explicit, is when I got a request from a carrier -- and 
I did not indicate which carrier, because we do not 

reveal who we receive information from -- that we 
investigated that, and that I provided prices for that 

type of capability on a standalone basis to MFS. 

Q All right. You say on Page 15 of your direct 

at Line 3, "BellSouth does not intend to offer loop 

concentration.'' 

whether you quote a price for something you don't intend 

to offer or just how you reconcile those two. 

And I guess I'm trying to figure out 

A That's very simple, sir. I think the context 

of that discussion is unbundling, and as I mentioned in 

my response, the unbundling capability for which the 

price was quoted is not an unbundling capability. It is 

a standalone piece of hardware. I think Mr. Devine said 

it was about the size of an air conditioning unit that 

would be installed in a central office, or an office, or 

location, dedicated to that particular carrier for their 

use. So that is not an unbundling capability. 

Secondly, and additionally, as we have said many times, 

we have attempted and have successfully negotiated 
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packages with several carriers. And in the context of 

that is what we were looking at. 

Q Let me ask one last question then, is what I'm 

hearing you say that in the context of negotiations you 

will offer it, but it's your position that because it is 

not, quote, gsunbundling,gg the Commission cannot require 

you to offer it? 

A No, sir. First of all, I didn't say that I 

told someone I would offer it. They had asked me to 

investigate it. I quoted them a price for what I 

thought it would be available. There's been no firm 

request of me to offer it. I told them I would 

investigate it. As far as I've gotten is to determine 

roughly what the price would be. I also mentioned that 

we're still looking at the technical situation and 

capabilities that would be required. This is a new 

piece of gear for us. I don't 

have methods and procedures for providing this today. I 

don't know all the implications of it. So before I can 

offer it to you or to HFS or anyone else, I would have 

to have that worked out. 

We don't use this today. 

Q Okay, I guess when I go to a car dealer and 

they quote me a price, I assume they're offering to sell 

me to the car. Thank you. 

A Just in the same vein that I'm not an acronym 
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:ompany, I'm not a car dealer either. Hopefully we're a 

.ittle more honest than most of the car dealers. 

CHAIRMAN CLARK: Staff? 

MR. HATCH: Just a few questions. 

CROSS-EXAMINATION 

5Y I¶R. HATCH: 

Q Mr. Scheye, is it your testimony that a 

ipecial access is essentially the functional equivalent 

)f what would otherwise be a local loop? 

A The local channel component of a special 

iccess service is, yes, sir. 

Q When you say local loop, there are lots of 

:hings that are generally bundled into that term, are 

:here not? For example, an R1 and Bl? 

A Those are pricing type distinctions. They're 

lot so much dealing with the technical capability of a 

loop. 

Q There are no technical differences, there are 

just pricing differences? 

A Yes, sir. 

Q What about a PBX trunk? 

A Same sort of situation. 

Q There are no real technical differences, 

simply pricing ones? 

A Predominantly pricing. I think a PBX trunk 
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typically has more usage on it than a business line or a 

residence line. 

Q Do you know if BellSouth has used special 

iccess lines for provisioning residential service, basic 

residential service? 

A As I said, they're functionally equivalent. 

50 we don't use the process by which someone orders a 

special access line to provision it. To give you a -- 
maybe an easier or a more simple comparison, several 

years ago -- and WATS service was a fairly general 
offering in which an interexchange carrier such as AT&T 

or MCI would provide a dedicated service from a 

mstomer's premises to the BellSouth switch. And their 

pricing technique was that it was different than their 

long distance services. I won't go into what WATS 

service is. That service, the line that BellSouth 

provided, was functionally equivalent to a local 

exchange service and it was connected to the switch in 

the same manner as the local service. But AT&T or MCI 

would purchase that as a special access line. 

Q As I recall, those dedicated WATS access 

lines, those were directional, were they not, one way? 

A They could be one way or both ways, at the 

option the carrier, sir. 

Q They were priced something around 30, 32, 34 
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,ucks a month? 

A You're probably talking about AT&T8s price or 

I C I ' s  price. Our price was the special access price. 

Q Are you familiar with the D4 channel bank? 

A only in name. Not -- 
Q Is that a loop concentration device? 

A I don't believe it is, sir. 

Q Why would you say that it is not? 

A I'm not that familiar enough with it to -- I 
lave not heard the term "concentration equipment" 

associated with the D4 channel bank. 

Q Is the D4 channel bank a common piece of 

:entral office equipment? 

A Yes, it's my understanding it is. 

Q I believe in your testimony you refer to 

subscriber loop carrier; do you not? 

A I may. I don't recall, but I'll -- 
Q Let me refer you to -- 
A That's fine. I'll accept that. 

Q How would you characterize or distinguish 

subscriber loop carrier as compared to subscriber -- or 
loop concentration? 

A I think, as discussed even earlier today, a 

SLC, or subscriber loop carrier, was a form, or is a 

form, of concentration. And I think, if I can, because 
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!arlier today there seems to be some confusion about 

ihat we will and won't offer. The SLC type of 

:ethnology, which is out in the plant, if a customer, a 

:arrier, were to purchase an unbundled loop, it may in 

fact go through the SLC before it got to our office. 

?he concentration equipment we were just talking about 

tarlier is a standalone piece of gear dedicated to that 

:arrier for their purpose so that they can further 

:oncentrate it and then transport it to their own 

switch. 

Q Your subscriber loop carrier, that sort of 

:oncentration equipment, where does that generally 

ippear in your network? 

A Apparently it can -- and again, you're beyond 

ny network capabilities. 

?laces. It could be in the office, but it could be 

ictually out in the distribution plant, somewheres 

Detween the office and the premises. 

It could be in various 

Q I believe in your testimony you state that 

loop concentration does not meet, as it's being proposed 

to you, does not meet the criteria for network 

unbundling under Chapter 364; is that what you#re 

testifying? 

A Yes, because the nature of the concentration, 

as requested of me at least, has been this more 
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standalone item that a carrier, MFS or MCI, or anyone 

Else for that matter, would be able to take, for 

Example, 96 unbundled loops into an office, run it 

through that concentrator, and that coming out the other 

side might be 24 or 48 lines, which they could then 

transport to their own switch. So that's outside of our 

network, and it doesn't happen to be a piece of gear 

that we currently use. 

Q When you say the criteria for network 

unbundling, what criteria are you referring to? 

A Basically the definition that says that 

unbundling -- requirement of unbundling is to take 
zapabilities that are in one form or another bundled 

today, break them apart into some sort of components and 

Dffer them on a standalone basis. 

Q Are you referring to that piece, the statutory 

piece of 364.161, subsection 1; is that the section 

you're referring to? 

A I don't have it in front of me, sir, but I'll 

nccept that. 

Q Would you accept that subject to check? 

A Yes, sir, 1 will. 

Q I believe that section says -- subject to 
zheck, and correct me if I'm wrong, if there's any 

Festion -- "Upon request, each local exchange 
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:elecommunication company shall unbundle all of its 

ietwork features, functions and capabilities, including 

kignaling databases, systems routing processesIvv and 

:hat sort of thing? 

A That's exactly what I was trying to get to, 

Ind we accept that definition. We don't have any 

iroblem with that. 

:equested is not within our current network. It's a 

iiece of hardware, if you will, that we don't use, that 

rould have to be purchased by us, put into some location 

iy us, maintained by us, and then provided to the other 

:arriers. That's exactly the point I was trying to get 

LO, sir. It's not really unbundling by that definition. 

The type of concentration being 

Q What is your definition of a network 

:apability? 

A Switching, loops, 911 capabilities, actually 

latabase type capabilities, such as line information 

latabase, those type of things. 

Q How would you define a network feature? 

A Same way. I don't know that I would 

listinguish. 

Q What about a network function, as different 

irom the other two? 

A As different from what, sir? 

Q As different from network capability and 
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network feature? 

A I would use them probably interchangeably. 

Q You would use all three of those terms 

interchangeably? 

A Yes, sir. 

Q Were you listening in or present for 

Ur. Devine's deposition on December the 15th of 1995? 

Rre you familiar with that, his deposition? 

A I wasn't present, sir, no. 

Q Were you listening in? I think it was a 

telephonic deposition, if I'm not mistaken. 

A No, sir, I wasn't, or didn't listen in. I 

ion't believe so. To the best of my knowledge, I did 

not. 

Q That's fine. Do -- he makes the statement in 
that deposition, on Page 24 of his deposition, that 

BellSouth has provided a proposal for loop concentration 

in Georgia. 

A Yes. I think that was what we were discussing 

sarlier. 

price that we could provide that capability as they had 

requested of us. 

I quoted a price that we thought, or about a 

Sir, let me just -- one other point. That was 

not under the scope of unbundling though. That was 

rerely a request that Mr. Devine had made of me in the 
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negotiation process. I said I would look into it. I 

lad people do that and quoted him back the information. 

3e has every bit of information about that as I do. 

Q A price is not an offer, nor is it necessarily 

inbundling, essentially; is that correct? 

A Yes, sir, that’s correct. I couldn’t offer it 

to him because I don’t really have all the technical 

questions answered about how we would operate it, 

iaintain it, and what have you, and it is beyond the 

scope of the definition of unbundling. 

Q 

A Providing two services that are essentially or 

How would you define arbitrage? 

€unctionally the same at two different prices, tariff 

shopping, another term for it. 

Q To the extent that you have facilities now, or 

services now, such as Rls, Bls, PBX trunks and special 

Sccess lines, those are all, as I recall you saying, 

€unctionally equivalent, yet they are priced 

fifferently; is that correct? 

A I wouldn’t say they’re all functional 

equivalents. An R1 and B1 are both local exchange 

services and are functionally equivalent. Due to 

policy, public policy, carrier of last resort type 

reasons, they’re priced differently. A special access 

line by itself is just the loop portion of that. It 
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wouldn't be the whole service. 

the overall service, but it wouldn't be a functional 

equivalent by itself of a local exchange service. 

It would be a portion of 

Q I thought it was your testimony earlier that 

all of those, an R1 line, B1 line, PBX trunk and a 

special access line, are all functionally equivalent? 

A No, sir. What I said -- I believe I said, or 
intended to say, was that -- to the question, could you 
use a special access line to provide dial tone or local 

exchange service? And the answer is yes, you can. Now 

you would have to combine it with switching capability. 

If you want to create a full local exchange service, you 

have to have 911 capability, intercept capability, 

listing capability, et cetera. And I'm saying that's 

the component which would provide the loop piece of an 

overall or much broader service that we call local 

exchange. 

Q Set aside special access for the moment, 

then. Even under your definition, R1, B1 and PBX trunk 

are functionally equivalent; are they not? 

A Yes, I would say they were. 

Q But they're all priced different? 

A Yes, for public policy reasons. I mean, right 

now we're not allowed to rebalance those to create 

identical rates for those services. 
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Q And as I understand your argument regarding 

arbitrage, that pricing special access loops below the 

xrrent, or pricing the unbundled local loop below 

xrrent special access rates encourages arbitrage; is 

that correct? 

A Yes, sir, because then you would be providing 

a loop, some item, which is a functional equivalent to a 

special access line at a -- which is -- would be 
Eunctionally equivalent at two different prices, and 

that would meet the definition of arbitrage. 

Q Can we fix your arbitrage problem by creating 

user restrictions in the tariffs for unbundled local 

Loops? 

A That’s been tried in the past. We would 

prefer to avoid those types of things as we move forward 

in the competitive environment. It is very difficult to 

administer those types of things. 

Ixpensive. 

those types of things. So while it might work, it is 

not a particularly appealing method because it’s very, 

v e r y  difficult to administer and will become more 

lif f icult. 

They can be quite 

The parties end up debating each other about 

Q There are current user restrictions in the 

access tariffs; are there not? 

A In the access tariff? I would doubt it. If 
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:here are, I’m not aware of them. 

Q Florida Switched Access tariff, you‘re not 

Lware of any user restrictions? 

A I’m not that familiar -- I’m more familiar 
iith the interstate switched access tariff, and there 

ire no user restrictions in it. If there are any in tLe 

’lorida switched access tariff -- I’m not saying, sir, 
:here are not. I‘m just not aware of them. 

MR. HATCH: That’s all we’ve got. Thank you, 

)r. Scheye. 

CHAIRMAN CLARK: Commissioners? Redirect? 

MR. LACKEY: Thank you. 

REDIRECT EXAMINATION 

BY MR. LACKEY: 

Q Mr. Scheye, do you still have Exhibit 11 and 

Exhibit 12 there with you? 

A Yes, sir, I do. 

Q Do you remember Mr. Melson asking you about 

these exhibits? 

A Yes, I do. 

Q He turned you to, I believe, the third page 

from the back of Exhibit 11 and pointed out a number -- 
I think it’s $15.53, to you. Did you see that? 

A Was that the one with the interrogatories? 

Which was which? 
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Q Exhibit 11. 

A I'm sorry. Mr. Melson just pointed me in the 

right direction. Yes, sir, I have. 

Q You see the 15.53? 

A I don't see it, but I recall it. 

Q h d  on Exhibit 12, you remember he pointed you 

to a number of $15.97 which is the estimated average 

long run incremental monthly cost for local loops in 

Florida? 

A Right. 

Q Now on the page that he referred you to, was 

there any particular description of the loop that the 

$15.53 related to? 

A Yes, sir. It says it's only business lines. 

Q Is the $15.97 in the -- in Exhibit 12 only 
business -- business lines? 

A No, sir. It says average long run incremental 

€or local loop. So I would assume that's both residence 

nnd business. 

Q And you told us, I believe, that the numbers, 

2r the data in Exhibit 12, came from the 1994 Loop Is A 

Loop Study? 

A Yes, sir, that's in the next interrogatory. 

Q Do you remember that Mr. Melson handed you a 

zonfidential proprietary document and asked you to look 
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&t a number which shall remain unmentioned? 

A Yes. 

Q And he asked you to agree that it was higher? 

A Yes, and it was, and still is. 

Q Do you happen to know what the date was on 

th t information? 

A I believe it was October 1996, so roughly two 

years later. 

Q 1996? 

A '95, sorry. 

Q So there appears to be a timing difference 

Detween -- 
A Yes, there's a substantial timing difference. 

MR. LACKEY: That's all I have, Madam 

:hairman. Thank you. 

MR. MELSON: Commissioner Clark, could I ask 

m e  recross on the very next to the last question here? 

CHAIRMAN CLARK: Go ahead, Mr. Melson. 

RECROSS EXAMINATION 

BY MR. MELSON: 

Q Do you know whether the work sheets supporting 

the number that we're not going to talk about are dated 

st an earlier date, and whether that date corresponds to 

the same date on the work papers in the Loop Is A Loop 

:ost Study? 
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A N o ,  I don't know. 

MR. MELSON: NO f u r t h e r  questions. 

CHAIRMAN CLARK: M r .  Lackey, do you have a 

Eollow-up? 

MR. LACKEY: N o ,  m a ' a m .  

CHAIRMAN CLARK: A l l  r igh t ,  exhibi ts .  

MR. LACKEY: I move E x h i b i t  10. 

CHAIRMAN CLARK: Without objection, Exhib i t  10 

d l 1  be entered i n t o  the  record. 

MR. MELSON: MCI Metro moves 11, 12 and 13. 

CHAIRMAN CLARK: E x h i b i t s  11, 12 and 13 w i l l  

D e  entered i n t o  the  record without objection. 

MR. HATCH: S ta f f  moves 14, 15 and 16. 

CHAIRMAN CLARK: 14, 15 and 16 w i l l  be 

a d m i t t e d  i n  the record without  objection. 

MR. TYE: AT&T moves E x h i b i t  17. 

CHAIRMAN CLARK: Exhib i t  17 w i l l  be entered i n  

the record without  objection. 

MR. FALVEY: MFS moves Exh ib i t  18. 

CHAIRMAN CLARK: Exhib i t  18 w i l l  be entered i n  

the record without  objection. 

( E x h i b i t  N o s .  10, 11, 12, 13, 14, 15, 16, 17 

and 18 received i n t o  e v i d e n c e . )  

CHAIRMAN CLARK: D r .  Banerjee. 

MR. CARVER: B e l l S o u t h  ca l l s  D r .  A n i r u d d h a  
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banerj ee . 
ANIRUDDHA BANERSEE 

ras called as a witness on behalf of BellSouth 

?eleconununications, Inc., and having been duly sworn, 

:estified as follows: 

DIRECT EXAMINATION 

3Y MR. CARVER: 

Q Let me ask you, first of all, you’ve been 

;worn in? 

A I have. 

Q Would you please state your name and business 

Iddress? 

A My name is Aniruddha, or Andy, Banerjee, and 

ny business address is One Main Street, Cambridge, 

bfassachusetts 02142. 

Q 

A I am an economist employed as a senior 

By whom are you employed and in what capacity? 

sonsultant by National Economic Research Associates 

located at the address I just gave you. 

Q And you are testifying today on behalf of 

BellSouth: is that correct? 

A I am. 

Q Did you cause to be prefiled in this docket 

direct testimony consisting of 13 pages and one exhibit? 

A I did. 
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Q Did you cause to be prefiled in this docket 

rebuttal testimony consisting of four pages? 

A Yes. 

Q Do you have any changes to your direct 

testimony or to your rebuttal testimony? 

A No. 

Q If I were to ask you today the questions that 

appear in your direct and rebuttal testimony, would your 

answers be the same? 

A Yes. 

MR. CARVER: Madam Chairman, I request that 

3r. Banerjee’s direct and rebuttal testimony be inserted 

into the record as though read. 

CHAIRMAN CLARK: The prefiled direct testimony 

Jf Dr. Banerjee will be -- dated November 27th, 1995, 
rill be inserted in the record as though read. And his 

?refiled rebuttal testimony dated December llth, 1995 

#ill also be inserted in the record as though read. 

MR. CARVER: Could I please have the exhibit 

ittached to his testimony marked for identification? 

CHAIRMAN CLARK: Exhibit AXB-1 will be marked 

IS Exhibit 19. 

(Exhibit No. 19 marked for identification.) 



350 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 Q. 

12 

13 

14 A. 

15 

16 

17 

18 

19 Q. 

20 

21 

22 A. 

23 

24 

25 

DIRECT TESTIMONY OF ANIRUDDHA (ANDY) BANERJEE 

ON BEEALF OF BELLSOUTH TELECOMMUNICATIONS, INC. 

BEFORE TEE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 950984A-TP (MFS-FL PETITION), 

AND 950984B-TP (MCIMBTRO PETITION) 

NOVEMBER 27, 1995 

Please state your name, address, and place of 

employment. 

My name is Aniruddha (Andy) Banerjee. I am a 

Senior Consultant with National Economic Research 

Associates, Inc., located at One Main Street, 

Cambridge, MA 02142. 

Please give a brief description of your background 

and experience. 

I earned a Bachelor of Arts (with Honors) and a 

Master of Arts degree in Economics from the 

University of Delhi, India, in 1975 and 1977 

respectively. I received a Ph.D. in Agricultural 

1 
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Economics from the Pennsylvania State University in 

1985. I have over eight years of experience 

teaching undergraduate and graduate courses in 

various fields of Economics, and have conducted 

academic research that has led to publications and 

conference presentations. 

Since 1988, I have held various positions in the 

telecommunications industry. Prior to my present 

position, I have been an economist in the Market 

Analysis & Forecasting Division at AT&T 

Communications in Bedminster, NJ, a Member of 

Technical Staff at Bell Communications Research in 

Livingston, NJ, and a Research Economist at 

BellSouth Telecommunications in Birmingham, AL. In 

these positions, I was responsible for conducting 

economic and market analysis, building quantitative 

demand models for telecommunication services, 

developing economic positions and strategies, and 

providing expert testimony support on regulatory 

economic matters. In my present capacity, 1 

provide quantitative and policy analysis for 

telecommunications industry clients principally on 

matters of concern to local exchange carriers. My 

curriculum vitae is attached to this testimony as 

2 



352 

1 Exhibit AXB-1. 

2 

3 Q. 

4 Commission? 

5 

6 A. Yes. I filed direct and rebuttal testimony on 

I behalf of BellSouth Telecomunications, Inc., in 

8 Docket 950985-TP (in response to Petition by the 

9 Teleport Communications Group) on September 15 and 

Have you previously filed testimony before this 

10 September 29, respectively. 

11 

12 Q. 

13 

14 A. 

15 issues raised in their testimonies in this Docket 

16 by Dr. Nina W. Cornel1 for MCI Metro Access 

17 Transmission Services, Inc. (MCImetro) in Docket 

18 No. 950984A-TP and by Mr. Timothy T. Devine for 

19 Metropolitan Fiber Systems of Florida, Inc. 

2 0  (MFS-FL) in Docket No. 950984B-TP. In particular, 

21 it addresses their prescriptions for the pricing of 

22 unbundled network services by BellSouth. [Issue # 

Please state the purpose of your direct testimony. 

This testimony responds to some of the economic 

23 31 

24 

25 Q. What do these parties propose for the pricing of 

3 
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BellSouth's unbundled services like links and 

ports? 

Dr. Cornel1 [at 7 1  recommends that the prices of 

unbundled elements should be set at their 

respective total service long run incremental cost 

(TSLRIC). In contrast, Mr. Devine [at 231 proposes 

to set prices of unbundled elements at their 

respective long run incremental cost (LRIC). 

claim that their cost measure (TSLRIC or LRIC) is 

the "direct economic cost" of a facility or 

service. 

Both 

Please explain the difference between the two cost 

measures, TSLRIC and LRIC. 

LRIC measures the additional long run cost that is 

generated whenever an incremental quantity of a 

service is produced. The increment in question can 

be the next unit (e.g., the next "minute of use" or 

next call) or a number of units. When the 

increment is only the next unit of a service, LRIC 

is also called the long run marginal cost. LRIC 

depends only on the new increment of service that 

needs to be produced; it bears no relationship to 

4 
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the units of service that may have been produced in 

the past. 

TSLRIC measures the long run cost of producing a 

service when the increment in question is the 

entire volume of that service (i.e. not just the 

"next" unit of service unless that next unit is all 

that is produced). Since TSLRIC is the cost of the 

whole service, it includes not only the costs that 

vary with the number of units produced but also the 

service-specific fixed costs without which the 

service could not be produced in the first place. 

LRIC and TSLRIC differ in the following respects. 

First, TSLRIC accounts for the cost of producing a 

service from scratch whereas LRIC does not (except 

when the "next" unit produced is the very first 

unit of the service). Second, LRIC excludes 

service-specific fixed costs while TSLRIC includes 

them. The only exception to this rule arises for 

the very first unit of the service, when the TSLRIC 

and the LRIC coincide. 

24 Q. What are the economically proper uses of LRIC and 

25 TSLRIC? 

5 
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The economically proper use of LRIC is as a price 

floor, i.e. the lowest level to which the price can 

fall without violating economic efficiency rules. 

In fact, in perfectly competitive unregulated 

markets and in the absence of economies of scale 

and/or scope, a price equal to LRIC or marginal 

cost is economically efficient. However, when 

regulation or market constraints apply or the firm 

(like BellSouth) experiences economies of scale and 

scope (the latter due to substantial shared and 

common costs), services priced exactly at LRIC will 

fail to recover all the costs of the firm. 

Therefore, economic efficiency in this 

"second-best" world requires that all service 

prices be marked up above their respective LRICs in 

order that all the common and shared costs also be 

recovered. There are various ways to mark up those 

prices; an economically efficient (least 

welfare-distorting) way to do so is to mark up the 

price of a service in inverse proportion to its 

price elasticity of demand. Thus, the least 

price-elastic services are marked up most and the 

most price-elastic services are marked up least. 

6 
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The economically proper use of TSLRIC is as a test 

for cross-subsidy. Since, to remain viable in the 

long run, a firm's total revenues must cover its 

total costs, the TSLRIC can be used to detect 

cross-subsidies as follows. Suppose there are two 

services x and Y. The customers of service X would 

be said to be subsidizing the customers of service 

Y if Y's revenue fell short of its cost but X's 

revenue exceeded its cost by enough so that the 

combined revenue from X and Y was at least equal to 

the combined cost of X and Y. This test can be 

operationalized by requiring that all services 

produced by a firm generate enough revenues to 

cover their respective TSLRICs. 

one service to do so would mean that it would have 

to be cross-subsidized by the other service(s) 

before the firm could break even. 

Failure of even 

It is not economically proper to use the TSLRIC as 
a price floor. 

and flexibility to charge for the next unit it 

produces only as much as it costs it to produce 

that unit. As long as, at the overall level of 

that service, the firm is earning enough to cover 

the TSLRIC of that service, it should not be 

7 

The firm should have the ability 
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constrained from pricing on the basis of LRIC 

alone. 

What is your opinion of the pricing prescriptions 

advanced by Dr. Cornel1 and Mr. Devine? 

Dr. Cornell's prescription of the TSLRIC Clearly 

violates its economically proper use. Mr. Devine's 

prescription - based on the 
LRIC - is closer to the economically proper pricing 
principle. However, by insisting that unbundled 

elements be priced LRIC, he fails to recognize 

that (a) LRIC is only a price floor, and (b) 

BellSouth should have the latitude to add 

contribution to its service LRICs in order to 

recover its substantial shared and common costs. 

Otherwise, BellSouth cannot remain a viable firm. 

What is the concern of these parties with including 

contribution in the prices of unbundled elements? 

Dr. Cornell's main concern [at 71 is that "...a 

price for loops that was greater than TSLRIC would 

create a price squeeze for entrants." Mr. Devine 

appears to be reflecting the same concern when he 

8 
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7 Q. 
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9 A. No, not if economically correct imputation 

argues [at 231 that " ...( LRIC) should serve as the 

target price and cap for unbundled loops where such 

loops must be employed by competitive carriers to 

compete realistically and practically with the 

Is their concern with price squeeze justified? 
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procedures are adopted. 

occur when the monopoly provider of an essential 

wholesale facility or service is also a retail 

competitor of firms it is supplying the wholesale 

service to, and the wholesale service is a 

necessary ingredient of the retail service. For 

example, if loops are available only from BellSouth 

but alternative local exchange carriers (ALECs) 

need access to those loops (and their customers) in 

order to sell competitive retail local services, a 

price squeeze of the type described by Dr. Cornel1 

[at 71 could, in principle, occur. However, a 

simple device for preventing such a squeeze is to 

require the provider of the unbundled elements to 

impute the contributions raised from those elements 

into the prices of their competitive retail local 

The price squeeze can only 

9 
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services. 

competition can go forward on the basis of the 

relative efficiencies of the competing firms, not 

on the basis of any unfair advantage available to 

the provider of the essential facility. 

This would ensure that retail 

Couldn't the contributions needed by BellSouth (or 

any incumbent (LEC) to pay for its "indirect" (i.e. 

shared and common) costs be raised from its retail 

services? 

unbundled loops or ports be required to contribute 

as well? 

Why should wholesale services like 

The LEC should have the opportunity and the 

flexibility to raise the requisite contributions 

from any and all of its services. Faced with 

varying degrees of competition for its different 

services, it should not be compelled or locked into 

restrictive formulas or means for raising the 

contribution. Economic theory prescribes that the 

amount of contribution raised from a service should 

vary inversely with its price elasticity of demand. 

If this formula could be applied to all of the LECs 

services -- wholesale or retail -- the loss of 
economic efficiency and social welfare that results 

10 
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from pricing above LRIC would be minimized. 

society's standpoint, therefore, the proper 

approach is to raise contributions from wholesale 

unbundled elements as well, in inverse proportion 

to their market price elasticities. 

From 

Mr. Devine [at 241 proposes that the LRIC 

methodology only be adopted if (a) the sum of the 

prices of the unbundled elements is no greater than 

the price of the bundled service, and (b) the 

price-LRIC ratio for each element and for the 

bundled service is the same. Is this proposal 

sound on economic grounds? 

Absolutely not. 

economically sound pricing principles I have 

outlined in this testimony. 

This proposal clearly violates the 

First, requiring that the LECs price of its bundled 

service not be allowed (by use of regulatory 

dictate, no doubt) to be below the summed prices of 

its unbundled parts is only proper when the 

underlying technology or cost structure is linear 

or "additive". There are many circumstances when a 

multiproduct firm can produce two products cheaper 

11 
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when their production is combined than when it is 

separated. 

common to or shared between the different outputs 

need to be incurred only once when production is 

combined. If, in the process of bundling, the LEC 

can achieve these economies relative to providing 

the piece parts on a standalone basis, then those 

economies (of "scope") should be made available to 

consumers in the form of lower prices. In this 

context, Mr. Devine's prescription -- cloaked in 
the language of non-discrimination and fairness -- 
should be seen as no more than what it is: an 

effort to secure a competitive advantage for the 

ALEC at the expense of the customer or ratepayer. 

The Commission's prime concern being for the 

welfare of Florida customers, Mr. Devine's proposal 

cannot be considered as being anything other than 

This happens because the costs that are 

self-serving. 

Second, the requirement that the price-LRIC ratio 

be equalized across all unbundled parts and the 

bundled service violates the economically efficient 

pricing principle that I stated before. If, as Mr. 

Devine also suggests, the price should be set equal 

to the LRIC, then this requirement would be 

12 
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trivially true. However, if that ratio is set in 

accordance with each service's price elasticity of 

demand, the loss of economic efficiency or social 

welfare that would occur from setting price above 

LRIC would be minimized. Again, there is 

absolutely no economic justification for Mr. 

Devine's bizarre prescription of equalized 

price-LRIC ratios. 

10 Q. Does this conclude your testimony? 

11 

12 A. Yes. 
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REBUTTAL TBSTICIOWY OF ANIRUDDHA (ANDY) BANERJEE 

ON BEHALF OF BELLSOUTH TELECOMMUNICATIONS, INC. 

BEFORB THE FLORIDA PUBLIC SERVICE COnnISSION 

DOCKET NO. 950984B-TP (MCImetro PETITION), 

DECEMBER 11, 1995 

Please state your name, address, and place of 

employment. 

My name is Aniruddha (Andy) Banerjee. I am a 

Senior Consultant with National Economic Research 

Associates, Inc., located at One Main Street, 

Cambridge, MA 02142. 

Please give a brief description of your background 

and experience. 

I earned a Bachelor of Arts (with Honors) and a 

Master of Arts degree in Economics from the 

University of Delhi, India, in 1975 and 1977 

respectively. I received a Ph.D. in Agricultural 

Economics from the Pennsylvania State University in 

1985. I have over eight years of experience 

1 
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teaching undergraduate and graduate courses in 

various fields of Economics, and have conducted 

academic research that has led to publications and 

conference presentations. 

Since 1988, I have held various positions in the 

telecommunications industry. Prior to my present 

position, I have been an economist in the Market 

Analysis & Forecasting Division at AT&T 

Communications in Bedminster, NJ, a Member of 

Technical Staff at Bell Communications Research in 

Livingston, NJ, and a Research Economist at 

BellSouth Telecommunications in Birmingham, AL. In 

these positions, I was responsible for conducting 

economic and market analysis, building quantitative 

demand models for telecommunication services, 

developing economic positions and strategies, and 

providing expert testimony support on regulatory 

economic matters. In my present capacity, 1 

provide quantitative and policy analysis for 

telecommunications industry clients principally on 

matters of concern to local exchange carriers. 

24 Q. Have you previously filed testimony before this 

25 Commission? 

2 
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Yes. I filed on behalf of BellSouth 

Telecommunications, Inc., direct and rebuttal 

testimony in Docket 950985-TP and direct testimony 

in 950984A-TP and direct testimony in 950984B-TP. 

What is the purpose of your testimony in this 

Docket? 

The purpose of my testimony is to respond to and, 

where necessary, show why the positions taken by 

some of the parties are inconsistent with sound 

economic principles. In particular, it addresses 

their prescriptions for the pricing of unbundled 

network services by BellSouth. [Issue X 31 

Did the parties raise any additional issues you 

need to address in their direct testimony filed on 

November 28, 1995 in response to the Petition filed 

by MCImetro on November 14, 1995? 

No. In fact, most simply adopted their previously 

filed testimony by reference; therefore, I adopt by 

reference and incorporate my direct testimony dated 

November 21, 1995 and filed with the Florida Public 

3 
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Does this conclude your testimony? 
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Q (By Mr. Carver) Dr. Banerjee, could YOU 

tummarize your testimony, please? 

A Yes. Good afternoon, Commissioners. I’m back 

igain to testify on behalf of BellSouth 

relecommunications. My present purpose is to help 

sstablish appropriate costs and pricing guidelines for 

rconomically efficient unbundling by BellSouth of its 

rssential network components. 

nake available to potential alternative local exchange 

zarriers, or ALECs, like MFS of Florida and MCI Metro, 

Pacilities that are considered to be critical for 

effective local exchange competition. 

Such unbundling would 

My principal purpose today is to explain why 

BellSouth should be allowed to provide unbundled 

components at prices that are based on, but not 

necessarily set equal to, their direct economic costs. 

In the process I will explain the difference 

between long run incremental cost, often called LRIC, 

and total service long run incremental cost, often 

called TSLRIC, both of which have been proposed by 

parties in this proceeding as the measure of direct 

economic costs of an unbundled component. While the 

average LRIC is the proper price floor in economics, the 

average TSLRIC is not and should not be used to conduct 

anything other than tests of cross-subsidy. 
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*. 

First, the LRIC measures the additional 

loward-looking long-run cost that is generated whenever 

some incremental quantity of a service is produced. 

This could be the next unit, for example the 

iext minute of service, or the next number of units. 

=IC depends only on the new incremental service that 

ieeds to be produced. 

inits of service that may have been produced in the 

?ast. 

It bears no relationship to the 

In contrast, the TSLRIC measures the 

idditional forward-looking long-run economic cost when 

the increment in question is the entire quantity of the 

service. 

Besides including the costs that vary with the 

number of units provided off the service, TSLRIC also 

includes the service-specific fixed costs, without which 

the service could not have been provided in the first 

place. 

Second, TSLRIC accounts for the cost of 

providing a service from scratch, whereas LRIC is only 

concerned with the next increment of service. 

Accordingly, LRIC excludes the service-specific fixed 

costs that appear in the TSLRIC, except only in the case 

where only one unit of the service is provided. 

Third, in economics, the average LRIC is the 
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iconomically efficient price floor, or minimum price 

below which no service may be priced. 

:ompetition and market conditions, textbook conditions, 

:he price would fall to or be set exactly at the average 

=IC. However, we don't live in a textbook world. In 

:he real world, where we have economies of scale and 

scope, regulatory restrictions in prices and earnings, 

9ther kinds of revenue requirements, a multi-product 

Eirm like BellSouth cannot expect to recover all of its 

:ommon and shared fixed costs, namely its revenue 

requirements, without receiving proper levels of 

zontribution from its service prices. That is, while 

Dased on average LRICs, BellSouth's service prices may 

be marked up in an economically efficient fashion while 

minimizing the harm to society that may happen because 

3f above-LRIC prices. 

Under textbook 

This balances the interests of the service 

provider against those of society in general. In 

contrast, the average TSLRIC's only legitimate role is 

to ensure that no service is cross-subsidized by 

another. A cross-subsidy test based on TSLRIC balances 

the interests of the service provider against those of 

its competitors. For the same reasons, the TSLRIC 

cannot and should not be used as a price floor. 

Parties have expressed concern that any effort 
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to include contribution in the prices of unbundled 

zomponents would lead to price squeeze and unfair 

competition. The solution, in my opinion, is very 

simple. 

imputation which I have proposed in the other docket as 

well, is practiced for unbundled essential facilities, 

that is if BellSouth includes as much contribution in 

its competitive retail service as it does in the 

essential facility that it sells to its competitors, no 

price squeeze can occur. 

If the economically efficient form of 

This imputation procedure, based on sound 

economic theory, differs from the alternative imputation 

procedure that you’ve heard, which suggests that the 

imputation should be of the full price of the essential 

facility. The difference only arises, as you’ve also 

heard, if the cost of providing that facility to a 

competitor is different from the cost of using it 

internally. In the absence of this difference, the two 

rules amount to the same thing. 

I urge the Commission to reject any call for 

artificial restrictions on LRIC-based pricing of 

unbundled components that have no basis in sound 

economics. 

For example, the proviso that the prices of 

unbundled elements of a service cannot, in some, exceed 
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he price of the bundled service, is meaningless when 

he service provider experiences economies of scope. 

I have suggested the use of economically 

fficient pricing principles for the unbundling context, 

f which the inverse elasticity pricing rule is only 

ne, albeit a familiar one. In fact, that form of 

Nricing is commonly practiced in the real world -- 
,olume discount in long distance telecommunications, 

Afferent game ticket prices for students and staff, 

Efferent doctors' fees or different patients, et 

!etera. It appears in many different forms. 

In all instances, the Commission's focus 

:hould properly be on getting the competitors to provide 

iervice at the lowest possible price to Florida 

:ustomers. From a public policy standpoint, the 

!conomic interests of those customers must supersede the 

Iarrower financial interests of all potential 

:ompetitors. Thank you. 

Q Does that conclude your summary? 

A It does. 

MFt.  CARVER: Dr. Banerjee is available for 

:ross-exam. 

CHAIRMAN CLARK: MS. Wilson? Ms. Weiske? 

MS. WEISKE: No questions. 

CHAIRMAN CLARK: Mr. Melson? 
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CROSS-EXAMINATION 

IY WR. MELSON: 

Q Dr. Banerjee, I'm Rick Melson representing MCI 

tetro. If I understood your summary, you said that 

2racticing economically correct imputation will avoid a 

mize squeeze; is that correct? 

A That's right. 

Q And I understand that your opinion as to 

2conomically correct imputation is different from 

11. Cornell's; is that also correct? 

A As I pointed out, it's only different when the 

:osts of providing the essential facility to the 

-ompetitor is different from the cost of using it 

internally. 

Q Let me ask you a hypothetical question with 

some numbers, so that I can understand how your version 

3f the imputation test would apply to a set of facts. 

Now, I understand basically your imputation test is that 

the retail price of a local exchange company service 

must cover two things. It must cover the cost to the 

LEC of providing the service, and if the service 

contains an element that is an essential element of a 

competitor's service, it must also include the 

contribution associated with that essential element; is 

that correct? 
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A That's right. 

Q And you agree, would you not, that unbundled 

.oops today, unbundled loops sold by BellSouth to an 

LLEC, would be an essential element of the ALEC service? 

A At the present time, yes. 

Q Let me try to use an example with numbers 

And I've :o understand how your principle applies. 

:ried to write the numbers up here so we can all see 

:hem. 

Assume with me that BellSouth's total cost, 

nonthly cost, of providing local service, including the 

local loop, is $19. Assume with me that BellSouth's 

:ost of providing a local loop to itself to be used in . 

?roviding that local service is $16, and that the 

lifference of $3 would represent switching, transport 

ilnd so forth. Do you understand the example? 

A Let me repeat to you what I thought I heard. 

$16 is the cost to BellSouth of using its own loops, 

internally. $3 is the cost of the non-loop functions, 

ilnd therefore $19 is the total cost of providing that 

service, which includes the loop and the non-loop 

€unctions. 

Q That's correct. Also assume that BellSouth's 

=est of providing an unbundled loop to its competitor, 

iln ALEC, is $17, or in this example, one dollar higher 
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:ban the cost of using it internally. 

A Okay . 
Q And finally, assume that BellSouth's price to 

in ALEC for an unbundled loop is $21. 

A Okay. 

Q I neglected to write that one on the easel, 

ilthough I remember what an easel is called. 

Given that set of facts, would you explain to 

the Commission, using your version of imputation, what 

the price floor for BellSouth's local service would have 

to be in order for that service to pass your imputation 

test? 

A Let me start out by saying what that 

imputation test is. First of all, you have to look at 

the direct incremental cost of providing the retail 

service; that is BellSouth's direct incremental cost of 

providing the retail service. What you have identified 

in this hypothetical example is a direct incremental 

cost of $19. Then what you have to do is to figure out 

the contribution that BellSouth is earning by selling 

the essential facility to its competitors. By your 

hypothetical example, and the numbers that you provided, 

that contribution is 21 minus 17, which is $4. You 

would add the $4 to 19, and come up with the end user 

rate of $23. 
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Q All right. So is it fair to say then that if 

)ellSouth's price for local service, with that set of 

kssumptions, was below $23 per month. that a price 

;queeze would have been created? 

A If it is below for public policy reasons? For 

m y  reasons? 

Q If it's below, is there a price squeeze? 

A Yes. 

Q Now, so that if the price for local service, 

including any federal subscriber line charge, were 

$13.50 per month, there would be a price squeeze; is 

that correct? 

A Using the numbers in this hypothetical 

example, yes. 

Q Using the numbers in the hypothetical example, 

do you have a policy recommendation to the Commission as 

to what action they should take to eliminate or mitigate 

the price squeeze? 

A The best answer that an economist can provide 

is to have prices that always cover costs. Rate 

rebalancing is a step in that direction. Of course I 

realize there are there are limitations to that approach 

and I'm not going to push that any further. 

However, in this presence -- in the 
circumstances that you have given me, the kinds of 
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lumbers that have given me, I would propose that price 

;queeze be eliminated by using the contribution 

tmputation procedure that I have just provided. 

,ther words, you set the price floor according to the 

rocedure that I've outlined for you. 

In 

Q Assume with me that the Commission does not 

lave the authority to set the price floor above $13.50, 

vhich we've assumed is the rate. Would another way to 

nitigate that price squeeze be to reduce the price of 

:he unbundled loop sold to the competitor closer to or 

qual to its long run incremental cost? 

A My answer is that even though mathematically 

khat is possible, that is not a preferred solution as 

Ear as I'm concerned. 

Q The preferred solution would be to raise the 

?rice of the local service in this example? 

A Yes. 

MR. MELSON: I have got no further questions. 

Phank you. 

CHAIRMAN CLARK: Ms. Dunson? 

MS. DUNSON: No questions. 

CHAIRMAN CLARK: Mr. Self? 

MR. SELF: No questions. 

CHAIRMAN CLARK: Mr. Fincher? 

MR. FINCHER: No questions. 
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CHAIRMAN CLARK: Mr. Falvey? 

MR. FALVEY: NO questions. 

CHAIRMAN CLARK: Staff? 

MR. ELIAS: Madam Chairman, I would ask that 

:he deposition transcript of Dr. Banerjee, which is 

harked as AB-1, be assigned the next exhibit number. 

CHAIRMAN CLARK: The deposition of 

)r. Banerjee taken on January 5th. 1996 will be marked 

IS Exhibit 20. It's true and correct to the best of 

{our knowledge, is it not? 

(Exhibit No. 20 marked for identification.) 

WITNESS BANERJEE: Yes, ma'am. 

MR. ELIAS: We have nothing further. 

CHAIRMAN CLARK: Commissioners? 

(No response) 

MR. LACKEY: Are we good or what? 

CHAIRMAN CLARK: Depends on Mr. Lackey. 

MR. LACKEY: Fifteen minutes of redirect. 

MR. CARVER: Actually, we have maybe one 

westion on redirect. 

CHAIRMAN CLARK: Go ahead, Mr. Carver. 

REDIRECT EXAMINATION 

BY MR. CARVER: 

Q Dr. Banerjee, I would like you to take those 

numbers Mr. Melson gave you as a hypothetical, and 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

ia 

19 

2a 

21 

22 

23 

24 

25 

378 

Lssume that rather than using the imputation method that 

rou propose, you were instead to use Dr. Cornell's 

tmputation method and impute the price rather than the 

:ontribution. What then would be the cost for local 

zervice, if you can do that? If you can't, please tell 

ne. 

A 

%gain. That rule says that you take the incremental 

:ost of the non-loop portion -- because the loop is the 
assential facility. You take the incremental cost of 

the non-loop portion -- which in this case, according to 
this hypothetical, is $3 -- and you add to that the 
price that BellSouth charges for its loop, and that 

number is 17. I believe that was the number that was 

given to me. 21, excuse me. Yes, 21. 21 plus three 

Will result in a price floor of $24, which is higher 

than what would result under my formula. 

I will try and take a look at the numbers 

MR. CARVER: Thank you. I have nothing 

further 

CHAIRMAN CLARK: I'm sorry. I thought you 

said it was 17 plus 3. 

WITNESS BANERJEE: No, ma'am, I made a 

mistake. The $21 is the price off the loop, which is 

charged to the ALEC, and becomes a cost to the ALEC. To 

that is added the direct incremental cost of the 
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Ion-loop portion of the ALEC service, which is the $4 -- 
;3. So three plus 2 1  adds up to $24. 

Under the alternative imputation procedure 

:hat Dr. Cornel1 has proposed, the price floor would be 

!4.  Under the imputation procedure that I have proposed 

it would be 23.  The difference of that $ 1  can be seen 

:ight there. It is the same $ 1  difference between the 

:oat of providing the loop to the competitor, which is 

L7, and the cost of using it internally, which is 16 .  

Phat's where the difference comes from. If that 

iifference did not exist, then the two procedures would 

result in the same price floor. 

CHAIRMAN CLARK: Okay. Anything else, 

Ir. Carver? 

MR. CARVER: No. 

CHAIRMAN CLARK: Exhibits? 

MR. CARVER: Yes, we would like to move 

Exhibit No. 19.  

CHAIRMAN CLARK: Exhibit No. 1 9  is entered in 

the record without objection. 

MR. ELIAS: Staff moves Exhibit 20.  

CHAIRMAN CLARK: Exhibit 20 is entered in the 

record without objection. Any matters we need to take 

up before we adjourn? 

(Exhibit Nos. 1 9  and 20 received into 
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widence. ) 

MR. HATCH: One mor housekeeping detail, 

Iadam Chairman. We have at great length talked about, 

)ack and forth in both dockets in the last several days, 

tbout the stipulation and agreement signed between 

3ellSouth and those folks that have signed it. 

Unfortunately, it is not in the evidentiary 

record of this proceeding. 

:hat the stipulation and agreement that is attached to 

tr. Scheye's rebuttal testimony to Metropolitan Fiber 

;ystems, which is in the other record, that that 

Pocument be stipulated into this record. I believe 

ue've spoken to all the parties and no one objects. 

CHAIRMAN CLARK: So we need to make it an 

So what we are proposing is 

sxhibit? 

MR. HATCH: Yes, ma'am. 

CHAIRMAN CLARK: Exhibit 21 is going to be 

Irhat? 

MR. HATCH: It would be the stipulation and 

agreement attached to Mr. Scheye's rebuttal testimony of 

Uetropolitan Fiber in Docket 950985. 

CHAIRMAN CLARK: Isn't the stipulation with 

TCG? 

MR. HATCH: That's the one. Wait, wait, it's 

not the original TCG. 
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CHAIRMAN CLARK: 

citle of the stipulation? 

Why don’t you give me the 

MR. HATCH: It’s the one between Time Warner 

mnd everybody else and Southern Bell. 

CHAIRMAN CLARK: I guess I want to be clear 

that I have -- everybody understands what the exhibit 
is. 

MR. HATCH: It is identified as RCS-7, as an 

attachment to that testimony. 

CHAIRMAN CLARK: RCS-7 from docket 950985. 

MR. HATCH: Yes. And that consists of 43 

pages. 

CHAIRMAN CLARK: Forty-three pages. That will 

be Exhibit 21. It will be admitted in the record 

without objection and you’ll make sure you get the court 

reporter a copy. 

MR. HATCH: Yes, ma’am. 

(Exhibit No. 21 received into evidence.) 

CHAIRMAN CLARK: Anything else? 

WITNESS BANERJEE: Madam Chairman, am I 

excused? 

CHAIRMAN CLARK: Yes, you may be excused. 

MR. MELSON: Madam Chairman, I understand the 

briefing schedule for this docket is now to have the 

brief due on the Monday -- 
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US. CANZANO: Monday, January 29th. 

CHAIRMAN CLARK: Okay, with that,  t h i s  

xoceeding is adjourned and w e  can a l l  be excused. 

Chank you very much. 

(Hearing concluded a t  4:OO p.m.) 
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July 19, 1995 

Mr. Tom Hamby 
HellSouth 
125 Perimeter Ccntcr Wast 
Atlanh,GSOrgia 30346 

kat Tom: 

In preparation for the upceming Co-carrisr meeting ktwccn MFS and &1lSourh, I have 
p r e p 4  the following outiiac of W S ’ s  propod arrongcmcnts for the co-provision of local 
exchange services. 

- MFS will ordcr its own NXX’s &ugh the establishcd industry 
&delines. MFS will establish rating points fnr these NXX‘s, and will list the numbers in thc 
appropriate industry muting and rating guides. 

H. -J e - in - Undu establishcd industry guidelines, MFS will 
. .  

interconnec;t with a Bcllsouth access tandem for the provision of switched nctcss scrvicu to 
intcrexchange canias. MFS will negotiate the appropriate billing pcrccntagcs for jointly 
providcd transport &cas. MFS prefers a single-bill approach for thc provision of thesc 
services. Includcd in this amnguncnt is the routing of 800 calls oriyreted by M W S  end 
user. 

III.Inlnconncction PpB RcciDrocal Ch- ’ - ’Ihis defines the physicnl arrangements 
that MFS and BdlSouth will configure to axchang= 1 0 4  and toll trafIic, and the fin cial 

appropriate for the termination of l o d  traffic bccawe thuc rates greatly cxceed the long mi 
iiicrancntnl cost of termma . ling traffic. and in many cases exceed thc d raw of local 
calling services. 

arrangcmcnts associated with such armngcments. Existing switched MY charges Lmt 

-on of Net& - M F S  proposes that intawnacctinn of networks be 
accomplished through meet points. Each carrier will bc responsible for providing 
bunking to the mcct point for the hand off of combined local and toll (rttfiic, and be 
responsible for completing cab to all end user on their nctworky at the appropriate 
intcrconnection rate. 
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Mr. Tom Hamby 
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Page 2 

B. S h a r e d ~  - Carriers will pass both toll and local tmffic over a single 
trunk group. A percent 1 0 4  utlli;cation factor wil l  bc used to provide the propcr local 
vs. toll pcamtage. subject to audit. 

c. Pricing of mtmc onne(..tlon lyEBDB 
mutual exchange. arrangement be uti- for the termination of local calls until the 
long nm inmmental cost of annilluting calls is dcwlopcd. undu this ammgullcnt, 
the lwd portion of tr&c cornplcted by the other carrier is not billed. Toll traffic will 
be billed under the appn~priatc mitt or interstate access ratcs. 

cments - MFS propsea that a Rill and Keep, or .. 

1v. SharCdP latrorm - Thc following sherrd plaUunn arrangements arc 
necessary to provide the full range of necessary local cxchange saviccs. h4FS would like to 
explore, where possible, the ability to update appropriate dotabsscs by dcc(ronit mcans. 

- h v i d c s  for the cslablishmcnt of trunking 
between MFS and established 91 1 hubs for the prDper muting of calls. 

8. 911 darabasa aceeg - Provides for the update of established ALI databasca for the 
inclusion of new m k t  customas. 

c. IXmtpLU L istins - Rovides that new entrants curtolllM arc pmvided the same 
k c  initial listing in the existing Bell white and yellow pages as they would receive ag 
a Bell and user. 

- Provides that ncw entrant customers arc D. Directow Publl- & &livuy 
provided the samc her m i c e  for the delivery of white pages as thcy would receive as 
a &11 cnd uwr. 

. .  

E. nirecrorv As is- - Providcs that new enbant customers arc included 
in the existing Bell Direaory histance Databas. 

F. A ~ C ~ W  
service numbers and infamation for the correct muting of 91 1 calls. 

G. I n k c o n m n o f  Operator Scrvicc Platfo rms for thc ~QYLSQII .. of Busv 

[ M W  - This provides emergency 

cation ppd Intarmbt Services, 

f . .  Announcement 
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- Unbundling refus to the utilization of components of BellSouth's presently 
tariffed services. MFS's initial Unbundling proposal is to begin utibtion of loop facilitics 
betwccn a BellSouth central office and a customer premises. U n a  will require the 
utilization of collocation for intmtate scnha, and the utilization of digital loop carria 
systems within the colloution Mangcmsnts. Loop pricing should be spproPriatcly discounted 
from the retail pricc for buodled dial toric line services. 

'li - MFS ppoocs that n rm~atc call f o M i  approach be 
utilized, with SS7 s i g n d i n g  to allow the rrt i l izati~ of csrtain class features, until such a 
point where full number portability is made avdablc. No chug0 should be applied, with the 
ugrccmcnt that MPS would provide the same anangcmcat back to BclISo~th at no charge. 

1 look forward to discussing thuc issues with you at the meeting. Plcasa call me at (212) 
843-3056 if you would like to discuss any of thcsc issuss before hand. 

Gary J. Ball 
Director of Regulatoty Atrairr 
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Gary Ball . 
MFS 
33 W h i t m b U  stmot 
New Yolk, NM Yolk 10004 

. ... . 
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L 
September 16, 1995 

R.C. Scheye 
BellSouth Telecommunications 
Room 1 lAlS 
675 West Peachtrrc Street, N.E. 
Atlanta, GA 30375 

Dear Bob, 

Thank you for your response to the initial meeting bemeen MFS and BellSouth. Since our 
initial meeting, h4FS has reorganized its regulatory group. Tim Devine is now the Senior 
Direaor of Regulatory Affairs for the Southern Region, and will be taking over the responsibility 
of negotiations for local service beginning at the August 18th meeting. As I will not be in 
attendance, I felt it appropriate to clarify some of the points of agreement and disagreement that 
occurred in the first meeting. Plwe send me a clarifying response if any of the statements below 
are not an accurate p o ~ y a l  of our meeting, or of BellSouth's position on any of these issues. 

- There appear to be no disagreements regarding the ability of MFS to 
obtain its own NXX codes through the established industry guidelines. 

. .  
1 - The key area of disagreement appears to be in 

which canier will bill the residual interconnection charge (RIC). It is MFS' position (and has 
been its experience in other states) that the carrier providing the end office switching, (in this 
case MFS), is the carrier that rccdves the RIC. BellSouth disagrees, and would like to bill and 
collect the RIC itself. 

- Regarding physical interconnection, there 
was a general agreement between the two parties to identify meet-points for the exchange of 
local traffic. and that both toll and local kaaffic can be passed over a single trunk group utilizing a 
percent local utilization factor (PLU). In terms of the rates that carriers will pay each other for 
the termination of local calls, BellSouth has suggested that its tariffed transport and local 
switching rate elements will be used as a reciprocal rate between carriers, and that the RIC and 
the carrier common line charge be used as an interim means of funding universal service and be 
charged by BellSouth only. While h4FS shares BellSouth's concern for the preservation of 
universal service. it is our understanding that this issue will be separately dealt with in regulatory 
proceedings in both Georgia and Flonda, and h a t  negotiating universal service funding was not 
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contemplated in either state's recently passed legislation. As such, MFS would like to focus on 
the interconnection rate only, with the assumption that universal service funding will be dealt 
with in the appropriate regulatory proceedings. Regarding the proposal for local switchiig, it is 
MFS' understanding that BellSouth's currently tariffed rate for local switching is approximately 
KO08 per minute of use, tandem switching is .0007, and uanspon is .00004 per mile and BO036 
fixed. As Georgia and Florida has flat-rate calling for both business and rcsidential customers, it 
is cleat that these rates are far too high to facilitate local exchange competition. Additionally, it 
is widely acknowledged throughout the indusny and by regulators that cumnt switched access 
rates are not cost-based, and in fact far exceed costs. For all of these reasons, MFS proposes a 
bill and keep arrangement as the most appropriate reciprocal compensation plan. 

IV. s- - There was general agreement regarding the co-provision of 
91 1 service, although no specific arrangements relating to 91 1 funding have been discussed. 
Regarding directory listings, BellSouth has agreed to provide a free initial listing of MFS 
customers in its white and yellow pages, k e  listing in the directory assistance database, as well 
as frce publishing and delivery of books. Both parties agreed to further research issues relating 
to the Master Street Address Guide (MSAG), Busy Line Verification and Interrupt. and Billing 
Arrangements for Mass Announcement Services such as 51 1 service. 

y. U n b w  - BellSouth has agreed to provide unbundled loops assuming a 
MFS-provided digital loop carrier system can be utilized in a virmal collocation arrangement. 
For your information, MFS will conclude a technical trial with Bell Atlantic at the end of August 
which demonstrates the feasibility of utilizing unbundled loops in a virtual collocation 
arrangement. Additionally, MFS is also working with Ameritech on the same issue. Regarding 
pricing, while M F S  has not reviewed the rates in BellSouth's private line tariff, it has been MFS' 
experience that, in most cases, the tariffed rate of a private line service exceeds the tariffed rate 
of a bundled dial tone business or residence line. If this is the case, applying such rates for 
unbundled loops will placc MFS in a price squeeze, in that it would be paying more for the 
unbundled loops than it would be allowed to recover through end user retail rates. M F S  proposes 
that the rate for an unbundled loop not exceed its proportion of the total bundled dial tone rate for 
a measured business l i e  (one that does not have usage built in), until such a rime as the forward 
looking costs of loops arc determined. 

' ' - BellSouth has agreed to provide remote call forwarding 
functionality as a means of providing interim number portability, and has agreed to route calls 
over the same trunk groups as other traffic on an SS7 basis. Regarding the collection of 
t h t i n g  access charges, BellSouth has proposed to keep the difference between toll access 
charges it collects h m  IXCs, and tlie local access charges it would pay to MFS. MFS disagrees, 
in that it has full rights to receive all revenues associated with its piece of provisioning switched 
access services. Additionally. BellSouth has not proposed any pricing for utilizing interim 
number portability outside of its tariffed retail rate. MFS believes such pricing is inappropriate, 
and proposes instead that MFS and BellSouth reciprocally provide interim number portability to 
one another without charge. 

Additionally, you mentioned some possible issues relating to CLASS services in terms of 
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transmitting appropriate information, such as privacy indicators. between carriers to allow the 
intemperability of these seMces. It has been MFS' experience in other states that there arc no 
impediments to full CLASS interoperability between carriers. 

I hope this bas been an accurate assessment of our first meeting. Please call me at (212) 843 - 
3056 if you would like to discuss any of these issues before the August 18th meeting. 

sinccrelv. 

cc: T.Devine 
A. Harris 
J. Forbes 
I). Carux, 
L. Mead 
T. Hamby 
N.Sims 
R. Robertson 



(205) 977-5041 
Trunking Issues 

- GeorgeJung 
- Nancy Kallus 
- ArtLane 
- Bill McAllister 
- RobMcKibben 
- JirnPritchett 

- RussArsaga 
- Jane Raulerson 
- Stan Spillars 

Number Portability Issues 
- Loraine Beyer 
- SteveOttaway 
- GaryRobert 
- NeilRusso 

Signaling lSSUe5 

Overall Fact Finding Team 
- Bob Scheye (404) 420-8327 
- Richard Robertson (205) 977-5690 
- State Regulatory Vim President - 

Varies by State 
- Other Organizations and Function- 

provided on an as needed basis 

BellSouth - Local Interconnection 
Negotiating Process 

M d 4  c; 

Network Issues: Contact Vic Atherton 
'. 

911 Services Issues: Contact Evelyn Parks Operator Services Issues: ,l 
(404) 529-2527 Contact Barbara Watson (404) 529-7466 

- Sandra Hall - JeffAnderson 
- Carl Jackson - David Rose 
- Doug Kennedy 
- Bill Marczak 
- Ron Pardue 
- Gary Robert 
- Brenda Slonneger 

Ordering, Billing, and Repair Services 
issues: Contact Gloria Calhoun 

- Sherry Brannon 
- Jane Raulerson 
- Dana Sirnerson 

Unbundled Features and Functions issues: 
Contact Jerry Latham (205) 977-2213 
CMDS AND IT'ORP 

- Stephanie Reardon 
- TirnYelton 

- ParnTipton - Ed Welch 

(404) 529-5579 

Collocation 

800 Data Base - Shirley Wilcox 
- Elbert Balch 

- HarryColeman 
Access To Numbers 

Switching and Ports 
- TBD 

Other Issues Not Described Above: 
Contact Bob Scheye (404) 420-8327 or your 
BellSouth Account Representative 

Loop Issuer 
- Sharonlrwin 
- John Jackson 
- Ed Jones 
- Jane Raulerson 



MFS Communications Systems, Inc. 
606 Lake Caroline Drive 
Rutber Glen. Va. 22546 

Fax Cover Sheet 

DATE: 8/22/95 nME: 536 PM EST 

TO. Bob Scheye PHONE (404) 420-8327 
BellSouth FAX: (404) 420-0031 

mou: C. Loyal1 Meade PHONE: (804)448-4825 
Director, Impl6mentation VOICE MAIL: (703)506-2057 

RE: MFS Contact List FAX: (804)448-4952 

Numbor of pages lncludlng c o w  ahnt 9 

)ob. 

Ve enjoyed meeting with you last week. Attached, as promised. is MFS' contacl I i  for the Co- 
artierkocal Interconnection issues. which corresponds with the BellSouth list you provided al 
le  meeting. As discussed. we will begin making some introductory calls to your learn members 
tithin the nexl several days. 

coking forward to worldng with you and your organization. 



MFS Communications - BellSouth 
Co-Carrier Issues 

*** MFS Team Members *** 

* GeneraVRegional Implementation 

a LocalImpl~atation 

a Trunking 
800 Database 

a Signalling 

NumberPortabIUty 

* AceestoNumbers 

* LaopIsues 

Collocation 
Switching and Ports 

3 91lIssues 

3 CMDSandITORP 
Ordering and Billing Isrues 

OperatorServices 
Mmtory services 

Tim Devine (404)224-6115 

Loy Meade - (804)448-4825 

TBD 

Caroleam Hardenstein (201) 524-9574 

Wolfgang schesing 

Pamela Kenworthy 

SuzanneYerQn 

Charlie Wehnes 

Bob McCausland 

Steve Ragerald 

Chuck Poliuotti 

Nancy Nocella 

(201)938-7328 

(201)938-7387 

(201)938-7346 

(201 )524-9556 

(708)203-2505 

(6 17)946-2017 

(20 1)524-9523 

(201)938-7388 

MFS Communications Company. Inc. 8/22/95 



Communications 

EXTERNAL & REGULATORY AFFAIRS 
SOUTHERN REGION 

250 Williams Street, Suite 2200 
Atlanta, GA 30303 

Voice (404) 224-6864- 6 
Fax #: (404) 224-6060 

/Is- 

- Date: - L 
I 

c 

To: L - SAL"& 
co: //L+Y 
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CO-CARRIER STIPULATION 
AND AGREEMENT 

The Parties, each of which currently provides or intends to provide Exchange 
Services over their own respective switching networks in the State of 

, agree pursuant to this Stipulation and Agreement to extend certain 
arrangements to one another as described and according to the terms, conditions and 
pricing specified hereunder. The Parties enter into this agreement without prejudice 
to any positions they have taken previously, or may take in the future in any 
legislative, regulatory, or other public forum. 

1. 

WHEREAS, universal connectivity between common carriers is the defining 
characteristic of the public switched telecommunications network in which all common 
carriers participate; and 

WHEREAS, absent such connectivity the utility of communications services to 
individual consumers and to society as a whole would be severely and unnecessarily 
diminished; and 

WHEREAS, encouraging fair, efficient and reasonable connectivity of networks 
has been identified as being in the public interest and as a guiding principle of U.S. 
telecommunications policy throughout this century'; and 

WHEREAS, the events of the last three decades have made it abundantly clear 
that competition in communications markets has been highly beneficial to consumers 
and society as a whole; and 

WHEREAS, it is now possible and eminently desirable to  extend the benefits of 
competition t o  the local exchange services market; and 

WHEREAS, the most basic prerequisite for the mere introduction of local 
exchange competition is the establishment of certain arrangements between and 
among incumbent and entrant local exchange carriers; and 

WHEREAS, in order that the greatest possible benefits should accrue to  
consumers and society, such arrangements must: (1 1 allow the natural development 
of full, fair, efficient and effective local exchange competition; (2 )  allow each carrier 
to recognize and respond to competitive market incentives to configure robust, high 
quality, least-cost, efficient networks, to innovate, to optimize overall operations, to 
improve total customer service and customer responsiveness; and (3) ensure optimal 
inter-operability and service transparency to  all end users; regardless of the carrier from 
which the end user chooses to  receive service; and 

I Beginning at least with the "Kingsbury Commitmant of 191 3', wherein the Bell Syrtern, 
in a bid to stave off anti-frust action, committed to the United Stater Attorney General to, among other 
things, connect its networks with those of independent telephone companies. 

Privikged & Confidenti8I 
Draft for Discussion firposes Only 
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CO-CARRIER STIPULATION 
AND AGREEMENT 

WHEREAS, in order for efficiency and fairness to uphold in these arrangements, 
it is essential that each incumbent and entrant local exchange carrier be allowed the 
greatest possible flexibility and discretion to develop its own basic business strategies 
-- especially with respect to network design, technology and capital choice and 
deployment, management of operating expenses, product offerings and product 
packaging -- and should take sole responsibility for, and bear all risks associated with 
i ts own strategies and decisions in these areas; and 

WHEREAS, no carrier should be. in a position to.shift any burdens arising from 
its own unilateral decisions and strategies in these areas onto its competitors, nor be 
able to confiscate from a competitor any benefits arising from that competitor's own 
unilateral decisions and strategies; and 

WHEREAS, in the service of maximum inter-operability, each incumbent and 
entrant local exchange 'carrier should be able to efficiently, flexibly, and robustly 
exchange traffic and signaling with every other carrier operating in the same area at 
well-defined and standardized points of mutually agreed interconnection; 

NOW, THEREFORE, in consideration of the mutual provisions' contained herein 
and other good and valuable consideration, the receipt. and sufficiency of which are 
hereby acknowledged, ELEC and ILEC hereby covenant and agree as follows: 

II. DFFlNl- 

A. "Automatic Number Identification" or "ANI" refers to the number 
transmitted through the network identifying the calling party. 

"Central Office Switch", "Central Office" or "CO" means a switching 
entity within the public switched telecommuncations network, including 
but not limited to: 

8. 

"End Office Switches" which are Class 5 switches from which end 
user Exchange Services are directly connected and offered. 

"Tandem Office Switches" which are Class 4 switches which are 
used to  connect and switch trunk circuits between and among 
Central Office Switches. 

Central Office Switches may be employed as combination End 
Office/Tandem Office switches fcombination Clasr WClass 4). 

C. "CLASS Features" (also called "Vertical Features") include: Automatic 
Call Back; Automatic Recall; Call Forwarding Busy LindDon't Answer; 
Call Forwarding Don't Answer: Call Forwarding Variable; Call Forwarding 
- Busy Line; Call Trace; Call Waiting; Call Number Delivery Blocking Per 

Privileged & Confidentid 
Daf t  for Dhwssion Purposes Only 
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CO-CARRIER STIPULATION 
AND AGREEMENT 

D. 

E. 

F. 

G .  

H. 

1. 

J. 

K. 

L. 

M. 

Call; Calling Number Blocking Per Line; Cancel Call Waiting; Distinctive 
RinginglCaM Waiting; Incoming Call Line Identification Delivery; Selective 
Call Forward: Selective Call Rejection; Speed Calling; and Three Way 
CallinglCall Transfer. 

"Co-Location" or "Co-Location Arrangement" is an interconnection 
architecture method in which one carrier extends network transmission 
facilities to  a wire centerlaggregation point in the network of a second 
carrier, whereby the first carrier's facilities are terminated into equipment 
installed and maintained in that wire center by or on the behalf of the 
first carrier for the primary purpose of interconnecting the first cerrier's 
facilities to  the facilities of the second carrier. 

"Common Channel Signaling" or "CCS" means a method of digitally 
transmitting call set-up and network control data over a special network 
fully separate from the public switched network that carries the actual 
call. 

"Cross Connection" means an intra-wire center channel connecting 
separate pieces of equipment including equipment between separate co- 
location facilities. 

"DS-1" is a digital signal rate of 1.544 Mbps (Mega Bit Per Second). 

"DS-3" is a digital signal rate of 44.736 Mbps. 

"DSX panel" is a cross-connect bay/panel used for the termination of 
equipment and facilities operating at digital rates. 

"Entrant Local Exchange Carrier" or "ELEC" means a LEC which is not the 
current or former Incumbent Local Exchange Carrier in any geographic 
area. 

"Exchange Message Interface" or "EMI" is the standard used for 
exchange of telecommunications message information between local 
exchange carriers and interexchange carriers. Data is provided between 
companies via unique record layouts that contain customer billing 
information, account summary and tracking analysis. 

"Exchange Message Record" or "EMR" is the standard used for exchange 
of telecommunications message information among Local Exchange 
Carriers for billable, non-billable, sample, settlement and study data. 

"Exchange Service" refers to all basic access line, PBX trunk, 
CentrexlESSX-like services, ISON services, or any other services offered 

Privileged & Confidsntial 
Draft for Discussion &poses On+ 

stip 911 1/96 
Page 3 



CO-CARRIER STIPULATION 
AND AGREEMENT 

to end users which provide end users with a telephonic connection to, 
and a unique telephone number address on, the public switched 
telecommunications network, and which enable such end users t o  place 
or receive calls to all other stations on the public switched 
telecommunications network. 

N. 

0. 

P. 

Q. 

R. 

S. 

T. 

"Incumbent Local Exchange Carrier" or "ILEC" means a LEC which is 
currently or was previously the exclusive LEC in a given geographic area. 

"Interconnection" means the connection of separate pieces of equipment, 
transmission facilities, etc., within, between or among networks. The 
architecture of interconnection may include several methods including, 
but not limited to  co-location arrangements and mid-fiber meet 
arrangements. 

"Interexchange Carrier" or "IXC" means a provider of stanLalone 
interexchange telecommunications services. 

"Interim Number Portability" or "INP" means the transparent delivery of 
Local Telephone Number Portability ("LTNP") capabilities, from a 
customer standpoint in terms of call completion, and from a carrier 
standpoint in terms of compensation, through the use of direct inward 
dial ("DID") andlor remote call forwarding ("RCF") capabilities between 
networks. 

"ISDN" means Integrated Services Digital Network; a switched network 
providing end-to-end digital connectivity for the simultaneous 
transmission of voice and data. Basic Rate Interface-ISDN (BRI-ISDN) 
provides for digital transmission of two 64 Kbps bearer channels and one 
16 Kbps data channel (2B+D). Primary Rate Interface-ISDN IPRI-ISDN) 
provides for digital transmission of 8 2B + D channel sets. 

"Line Sid-e" refers to  an end office switch connection that has been 
programmed t o  treat the circuit as an local line connected to  a ordinary 
telephone station set. Line side connections offer only those 
transmission and signaling feutures appropriate for a connection between 
an end office and an ordinary telephone station set. 

"Link Element" or "Link" is a component of an Exchange Service; for 
purposes of general illustration, the "Link Element" is the transmission 
facility (or channel or group of channels on such facility) which extends 
from a Main Distribution Frame, DSX-panel, or functionally comparable 
piece of equipment in an ILEC end office wire center, to  a demarcation 
or connector block inlat a customer's premises. Traditionelly, links were 
provisioned as 2-wire or 4-wire copper pairs running from the end office 
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U. 

V. 

W. 

X. 

distribution frame to the customer premise; however, a link may be 
provided via other media, including radio frequencies, as a channel on a 
high capacity feedddistributian facility which may in turn be distributed 
from a node location to  the customer premise via a copper or coax drop 
facility, etc. Links fall into the following categories: 

"2-wire analog voice grade links" will support analog transmission 
of 300-3000 Hz, repeat loop start or ground start seizure and 
disconnect in one direction (toward the end office switch), and 
repeat ringing in the other direction (toward the end user). This 
link is commonly used for local dial tone service. 

"2-wire ISDN digital grade links" will support digital transmission 
of two 64  Kpbs bearer channels and one 16 Kbps data channel. 
This'is a 26 + D basic rate interface Integrated Services Digital 
Network (BRI-ISDN) type of loop which will meet national ISDN 
standards. 

"4-wire DS-1 digital grade links" will support full duplex 
transmission of isochronous serial data at 1.544 Mbps'. This T- 
1 IDS-1 type of loop provides the equivalent of 24 voice giade/DSO 
channels. 

"Local Exchange Carrier" or "LEC" means any carrier that provides 
facility-based Exchange Services utilizing a switch it owns or 
substantially controls in conjunction with unique central office codes 
assigned directly to that carrier; This includes both Incumbent Local 
Exchange Carriers ("ILEC") and Entrant Local Exchange Carriers I "ELEC"). 

"Local Telephone Number Portability" or "LTNP" 'means the technical 
ability to enable an end user customer to utilize its telephone number in 
conjunction with any exchange service provided by any Local Exchange 
Carrier operating within the eeographic number plan area with which the 
customer's telephone numberls) is associated, regardless of whether the 
customar's Chosen Local Exchange Carrier is the carrier which originally 
assigned the number to the customer, without penalty to either the 
customer or its chosen local exchange carrier. 

"Main Distribution Frame" or "MDF" is the primary point at which outside 
plant facilities terminate within a wire center, for interconnection to other 
telecommunications facilities within the wire center. 

"Mid-Fiber Meet" is an interconnection architecture method whereby two 
carriers meet at  a fiber splice in a junction .box. 
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Y. 

Z. 

AA. 

BB. 

cc. 

DD. 

EE. 

"Network Data Mover" describes a File Transfer Protocol for 
sendingheceiving data files. 

"Numbering Plan Area" or "NPA" is also sometimes referred to  as an area 
code. This is the three digit indicator which is defined by the "A", "B", 
and "C" digits of each 10-digit telephone number within the North 
American Numbering Plan ("NANP"). Each NPA contains 800 possible 
NXX Codes. There are two general categorias of NPA, "Geographic 
NPAs" and "Non-Geographic NPAs". A "Geographic NPA" is associated 
with a defined geographic area, and all telephone numbers bearing such 
NPA are associated with services provided within that geographic area. 
A "Non-Geographic NPA", also known as a "Service Access Code" or 
"SAC Code" is typically associated with a specialized telecommunications 
service which may be provided across multiple geographic NPA areas; 
800, 900, 700, nad 888 are examples of Non-Geographic NPAs. 

"NXX", "NXX Code", "Central Office Code" or "CO Code" is the three 
digit switch entity indicator which is defined by the "D", "E", and "F" 
digits of a 10-digit telephone number within the North American 
Numbering Plan ("NANP"). Each NXX Code contains 10,000 station 
numbers. Historically, entire NXX code blocks have been assigned to  
specific individual local exchange end office switches. 

"On-Line Transfer" means the transferring of an incoming call to another 
telephone number without the call being disconnected. 

"Permanent Number Portability" or "PNP" means the use of a database 
solution to  provide fully transparent LTNP for all customers and all 
providers without limitation. 

"Plain Old Telephone Service Traffic" or "POTS traffic" refers to  calls 
between two or more Exchange Service users, where both Exchange 
Services bear NPA-NXX designations associated with the same LATA. 

"Port Element" or "Port" is a component of an Exchange Service; for 
purposes of general illustration, the "Port" is a line card and associated 
peripheral equipment on an ILEC end office switch which serves as the 
hardware termination for the customer's exchange service on that switch 
and generates dial tone and provides the customer a pathway into the 
public switched telecommunications network. Each Port is typically 
associated with one (or more) telephone number(s1 which serves as the 
customer's network address. Port categories include: 

"2-wire analog line port" is a line side switch connection employed 
to provide basic residential and business type Exchange Services. 
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~~ 

FF . 

GG. 

HH. 

II. 

JJ. 

KK. 

"2-wire ISDN digital line port" is a Basic Rate Interface (BRI) line 
side switch connection employed to provide ISDN Exchange 
Services. 

"2-wire analog DID trunk port" is a direct inward dialing (DID) 
trunk side switch connection employed to provide incoming trunk 
type Exchange Services. 

"4-wire DS-1 digital DID trunk port" is a direct inward dialing (DID) 
trunk side switch connection employed to  provide the equivalent 
of 24 analog incoming trunk type Exchange Services. 

"Rate Center" means a geographic area which a LEC has identified as the 
area within which it will provide Exchange Services bearing a particular 
NPA-NXX designation. Rate Centers are used to  rate distance sensitive 
calls inbound to the Exchange Services bearing a given NPA-NXX 
designation. 

"Rating Point" means a location which a LEC has designated OK its own 
network as the homing point for traffic inbound to Exchange Services 
provided by the LEC which bear a certain NPA-NXX designation. 
Pursuant to Bellcore Practice BR 795-100-1 00. the Rating Point may be 
an "End Office" location, or a "LEC Consortium Point of Interconnection". 
Pursuant to that same Bellcore Practice, examples of the latter shall be 
designated by a common tanguage location identifier (CLLI) code with 
(x)KD in positions 9, 10, 1 1, where (x) may be any alphanumeric A-2 or 
0-9. 

"Reference of Calls" referes to a process in which calls are routed to an 
announcement which states the new telephone number of an end user. 

"Service Control Point" or "SCP" is the node in the signaling network to 
which informational requests for service handling, such as routing, are 
directed and processed. The SCP is a real time database system that, 
based on a query from the SSP, performs subscriber or application- 
specific service logic, and then sends instructions back to  the SSP on 
how to  continue call processing. 

"Signal Transfer Point" or "STP" performs a pocket switching function 
that routes signaling messages among SSPs, SCPs and other STPs in 
order to  set up calls and to query databases for advenced services. 

"Switched Access Service" means the offering of facilities for the 
purpose of the origination of termination of non-POTS traffic to  or from 
Exchange Services offered in a given area. Switched Access Services 
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include: 
access, and 900 access. 

Feature Group A, Feature Group B, Feature Group D, 800 

LL. "Trunk Side" refers to a central office switch connection that is capable 
of, and has been programmed to treat the circuit as connecting to 
another switching entity, for example a private branch exchange ("PBX") 
or another central office switch. Trunk side connections offer those 
transmission and signaling features appropriate for the connection of 
switching entities. and can not be used for the direct connection of 
ordinary telephone station sets. 

MM. "Wire Center" means a building or space within a building which serves 
as an aggregation point on a given carrier's network, where transmission 
facilities and circuits are connected or switched. 

I l l .  

LECs shall interconnect their networks as necessary to  effect the Co-Carrier 
Arrangements identified in Parts V.. VI., VII, and IX. Any two or more LECs 
shall be free to  employ whatever network interconnection architecture and at 
whatever points as the may mutually agree, provided that each LEC makes 
available the same arrangements to each other LEC operating within the same 
areas. Notwithstanding any mutual agreements which may be established 
between carriers regarding the architecture of network interconnection 
arrangements they may voluntarily establish between their networks, each LEC 
shall minimally make available to each other LEC interconnection arrangements 
conforming to the default network interconnection architecture defined below: 

A. Each LATA within which at least one ELEC provides exchange services, 
shell be divided into ona or more Default Network Interconnection 
Districts ("0-NID"). 

E. Within each 0-NID, a single Default Network Interconnection Point ("0- 
NIP") shall be designated and establishsd as a point at which all LECs 
operating within the corresponding 0-NID may interconnect to  all other 
LECs operating within that 0-NID. 

C. Initial D-NIDs shall correspond to the geographic area served by a single 
ILEC access tandem.' Within each initial 0-NID, the ILEC wire center 
housing the ILEC access tandem shall be designated as an initial 0-NIP. 

&. an area comprised of ell the exchange areas served by end office switches which 
subtend e given access tandem for the provision of switched nccess services to interexchange carriers. 

2 
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0. D-NIDs and D-NIPS shall be renewed every 36 months, subject to the 
following process: 

1.  Beginning no later than 24 months after adoption of the then- 
current D-NIDs and D-NIPS, all LECs operating in a given LATA 
shall meet to renew or revise the D-NID and 0-NIP configuration 
for that LATA, specifically with respect to number of D-NIDs, D- 
NID boundaries and location of D-NIPS. 

2. Decisions to renew or revise will require unanimous assent of all 
LECs operating in the LATA. Upon reaching a unanimous decision 
to renew or revise, all LECs shall implement such decision within 
30 days, unless the LECs unanimously agree to implement on 
some other date. 

3. In the event the LECs are unable to reach a unanimous decir-ion to 
renew or revise, or to extend discussions within 90 days of mitially 
opening discussions, any single LEC shall have the right to  petition 
the Public Utility Commission to resolve the issue. 

4. The Commission shall provide notice to the parties, convene a 
hearing to  receive evidence from the interested parties, and make 
a determination within 90 days of receiving such petition. In 
making such a determination, the Commission shall be limited to: 
(1 I renewing the existing 0-NIDs and 0-NIPS; or (2) approving and 
imposing an alternate D-NIDID-NIP plan which has been sponsored 
by one of the parties, and for which the Commission finds that the 
weight of the record demonstrates that such plan is more 
consistent with the public interest than any others presented 
during the course of its hearing. In no case however, shall the 
Commission approve a plan which would create a larger number 
of D-NIDs and D-NIPS than exist a t  the time of the hearing. 
Commission decisions shall be implemented by all LECs within 30 
days of issuance of the Commission's decision. 

E. Where an ELEC and an ILEC interconnect at a 0-NIP, ELEC shall have the 
right to specify any of the following interconnection methods: 

1. a mid-fiber meet a t  the D-NIP, or in a manhole or other appropriate 
junction point near to or just outside the D-NIP 

a digital cross-connection hand-off, DSX panel to  DSX penel, 
where both the ELEC and the ILEC maintain such facilities at the 

2. 

D-NIP; 
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3. a co-location facility maintained by ELEC, or by a 3rd-party with 
whom ELEC has contracted for such purposes, at an ILEC wire 
center, where such wire center has been designated as the D-NIP; 
or 

4. a co-location facility maintained by ILEC, or by a 3rd-party with 
whom ILEC has contracted for such purposes, at an ELEC wire 
center, where such wire center has been designated as the 0-NIP. 

G. In extending network interconnection facilities to  the 0-NIP, ELEC shall 
have the right to  extend its own facilities or t o  lease dark fiber facilities 
or digital transport facilities from ILEC or from any 3rd-party, subject to 
the following terms: 

1.  Such leased facilities shall extend from any point designated by 
ELEC on its own network (including a co-location facility 
maintained by ELEC at  an ILEC wire center) to  the 0-NIP or 
associated manhole or other appropriate junction point. 

2.  Where ELEC leases such facilities from ILEC, ELEC shall have the 
right to lease under the most favorable tariff or contract terms 
ILEC offers. 

H. Where an interconnection occurs via a co-location facility, no incremental 
cross-connection charges shall apply for the traffic exchange circuits. 

I. Upon reasonable notice, ELEC may change from one of the 
interconnection methods specified above, to one of the other methods 
specified above, with no penalty, conversion, or rollover charges. 

IV. 

A. Nothing in this agreement shall be construed to in any manner limit or 
otherwise adversely impact any LEC's right to request and be assigned 
central office (NXX) codes pursuant to the Central Office Code 
Assignment Guidelines3. 

As contemplated by the Central Office Code Assignment Guidelines, each 
LEC shall designate within the geographic NPA with which each of its 
assigned NXX codes is associated, a Rate Center area within which it 
intends to  offer Exchange Services bearing that NPA-NXX designation. 

6. 

Last published by the lndustw Numbering Committee I'INC") on November 16, 1994, 3 

as IL-94/11-013. 
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C. Each LEC will also designate a Rating Point for each assigned NXX code. 
A LEC may designate one location within each Rate Center as the Rating 
Point for the NPA-NXXs associated with that Rate Center; alternatively, 
the LEC may designate a single location within one Rate Center t o  serve 
as the Rating Point for all the NPA-NXXs associated with that Rate 
Center and with one or more other Rate Centers served by the LEC within 
the same LATA. 

D. To the extent any ILEC serves as Central Office Code Administrator for 
a given region, the ILEC will support all other LEC requests related to 
central office (NXX) code administration and assignments in an effective 
and timely manner. 

All LECs will comply with code administration requirements as prescribed 
by the Federal Communications Commission, the Public Utilities 
Commission, and accepted industry guidelines. 

It shall be the responsibility of each LEC to program and update i ts own 
switches and network systems to  recognize and route traffic to each 
other LEC's assigned NXX codes at  all times. No party shall impose any 
fees or charges whatsoever on any other carrier for such activities. 

E. 

F. 

V. MFET-POINT 

A. 

1. Each ELEC may at its sole option and discretion establish meet- 
point billing arrangements with an ILEC in order to  provide 
Switched Access Services to third parties via an ILEC access 
tandem switch, in accordance with the Meet-Point Billing and 
Provisioning guidelines adopted by the Ordering and Billing Forum, 
except as modified herein. 

2. Except in instances of capacity limitations, ILEC shall allow ELEC 
to subtend the ILEC access tandem switchfes) nearest to the 
ELEC Rating PointW associated with the NPA-NXX(s) tolfrom 
which the Switched Access Services are homed. In instances of 
capacity limitation at a given access tandem switch, ELEC shall be 
allowed to sub-tend the next-nearest ILEC access tandem switch 
in which sufficient capacity is available. 

3. Except in those instances where ELEC and ILEC have negotiated 
mutually-agreeable alternative network interconnection 
arrangements, interconnection for the meet-point arrangement 
shall occur at the 0-NIP nearest to the ILEC access tandem. 
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4. Common channel signalling ("CCS") shall be utilized in conjunction 
with meet-point billing arrangements to  extent that such signaling 
is resident in the ILEC access tandem switch. 

5. ELEC and ILEC will use their best reasonable efforts, individually 
and collectively. t o  maintain provisions in their respective federal 
and state access tariffs. andlor provisions within the National 
Exchange Carrier Association ("NECA") Tariff No. 4, or any 
successor tariff, sufficient to reflect this meet-point billing 
arrangement. 

6. ELEC and ILEC will in a timely fashion exchange all information 
necessary to  accurately. reliably and promptly bill third parties for 
Switched Access Services traffic jointly handled by ELEC and ILEC 
via the meet-point arrangement." Information shall be exchanged 
in Electronic Message Interface format. 

6. 

A. At  ELEC's option. billing to  3rd-par t id  for the Switched Access 
Services jointly provided by ELEC and ILEC via the meet-point 
arrangement shall be according to  the single-bill/single tariff 
method, single-billlmultiple-tariff method, multiple-bill/single-tariff 
method, or multiple-billlmultiple-tariff method. 

B. Where ELEC specifies one of the singlabill methods, ILEC shall 
calculate the charges to 3rd-parties utilizing the rates specified in 
ELEC' and ILEC's respective federal and state access tariffs, in 
conjunction with the appropriate meet-point billing percentage 
factors specified for each meet-point arrangement either in those 
tariffs or in the NECA No. 4 tariff. ILEC shall bill and collect from 
3rd-parties, promptly remitting to  ELEC the total collected meet- 
point revenues associated with the jointly handled switched access 
traffic, less that percentage of local transport element chargese to 
which ILEC is entitled pursuant to the above-referenced tariff 
provisions. 

Including, as necessary. call detail records, interstatalintrrstate~ntre~TA percent of 
USE factors, carrier name and billing address, carrier identification codas, sewing wire canter 
designation. etc., associated with such switched access traffic. 

4 

Including any future ILEC separate intarexchange subsidiaries. 

For purposes of clarification, this does not include the interconnection charge, which 

S 

6 

is to be remitted to the end office provider, which in this case would be E L K .  
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VI. CAL T R A F P  

A. 

LECs shall reciprocally terminate POTS calls originating on each others' 
networks. Except in those instances where two (or more) LECs have 
negotiated mutually-agreeable alternative network interconnection 
arrangements, reciprocal traffic exchange shall occur as follows: 

1. LECs shall make available to each other interconnection facilities 
for the reciprocal exchange of POTS traffic at each 0-NIP. The 
POTS reciprocal traffic exchange facilities established between any 
two  LECs shall be configured as two separate trunk groups, 
whereby the first LEC shall utilize the first trunk group to  terminate 
traffic to the second LEC. and the second LEC shall utilize the 
second trunk group to terminate traffic to  the first LEC. 

2.  The connections between the interconnection trunk groups shall 
be made at a OS-1 or multiple OS-1 level (including SONET) and 
shall be jointly-engineered to an objective P.01 grade of service. 

3. Initial connections shall be made at an aggregate network level per 
D-NIP, such that a single trunk group shall be established in each 
direction between the two LEC networks at each D-NIP, unless 
otherwise agreed to by the two  LECs. 

In those instances where the total traffic in either direction 
between the networks of two LECs (other than the ILEC with the 

Per 
for a sustained period of , the tLEC which carries the 
greatest amount of traffic within the LATA shall allow those two  
LECs to  route traffic between their respective networks via the 
aggregate traffic exchange trunk groups each LEC maintains with 
the ILEC for the exchange of traffic with the ILEC. In such 
instances, ILEC shall route traffic between the two  LECs as if the 
originating LEC network was a single switching entity within the 
ILEC's own network. 

Whenever the total traffic in either direction between discrete 
switching entities in two separate LEC networks exceeds 

, per for a sustained period of 
, disaggregated traffic exchange trunk group paths 

shall be established between those two switching entities at the 
option of either LEC. The interconnection architecture shall be the 
same as that which pertained for the aggregated connections. 

greatest traffic in the LATA) is less than 

4. 
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5. 

6.  

7. 

a. 

Each party shall deliver to each other party POTS traffic addressed 
to each NPA-NXX at the D-NIP associated with the D-NID in which 
the Rating Point associated with such NPA-NXX is located. 

LECs will provide Common Channel Signalling (CCS) to  one 
another, where and as available, in conjunction with all traffic 
exchanged at a 0-NIP. LECs will cooperate on the exchange of 
TCAP messages to facilitate full inter-operability of CCS-based 
features between their respective networks, including all CLASS 
features and functions. All CCS signalling parameters will be 
provided including automatic number identification (ANI), 
originating line information (OLI) calling party category, charge 
number, etc. All privacy indicators will be honored. For traffic for 
which CCS is not available, in-band multi-frequency fMF), wink 
start, E&M channel-associated signalling with ANI v.$tl be 
forwarded. 

LECs shall establish company-wide CCS interconnections STP-to- 
STP. Such interconnections shall be made at one or more 0-NIPS, 
as necessary. 

Either party may, upon 60 days advance written notice to  the 
other party, utilize a D-NIP arrangement to carry non-POTS traffic 
which would otherwise be carried to or from the same NPA-NXXs 
via Feature Group D ("FGD") Switched Access Service which that 
party would otherwise purchase from the other party. All non- 
POTS traffic carried over the traffic exchange arrangement shall be 
subject to the applicable tariffed FGD Switched Access charges 
which would otherwise apply to such traffic, as described below. 

B. 

1. A POTS call handed-off at  the D-NIP corresponding to  the D-NID 
in which the call is ultimately terminated. shall be exchanged on 
an in-kind basis, with no charges applying in either direction. No 
CCS-associated charges shall apply for the termination of POTS 
traffic. 

2. A POTS call which is routed between two LECs via the aggregate 
traffic exchange trunk groups which each LEC maintains between 
its own network and the network of the largest ILEC operating in 
the LATA, shall be exchanged on an in-kind basis, with no charges 
applying in either direction between the two LECs at either end of 
the call. However, the LEC on whose network the call originated 
shall pay the ILEC the lesser of : (11 ILEC's interstate Switched 
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Access Service per minute tandem switching rate element; (2) 
ILEC's intrastate Switched Access Service per minute tandem 
switching rate element; or (3) a per minute rate of $0.002. 
Should non-POTS traffic be exchanged over such arrangements, 
in either direction, such traffic will be subject to the standard 
meet-point billing compensation and procedures which would 
otherwise apply. 

3. FGD charges for non-POTS traffic carried over a D-NIP 
arrangement shall be calculated as follows: 

a. FGD charges for non-POTS traffic shall be applied as if the 
D-NIP is the serving wire center for the FGD service. 

Non-POTS traffic which would otherwise be subject to 
originating FGD charges will be rated and billed according to 
procedures which otherwise apply for the rating and billing 
of originating FGD traffic. 

b. 

c. Non-POTS traffic which would otherwise be subject to 
terminating FGD charges will be rated and billed according 
to the procedures which otherwise apply for the rating and 
billing of terminating FGD traffic, with the following 
modifications: 

(1) The initial written notification that non-POTS traffic 
will be carried over the D-NIP arrangement shell 
include percentage of use factors for POTS traffic, 
intrastate non-POTS traffic, and interstate non-POTS 
traffic (the sum of which should equal 100%) the 
party expects to terminate over the traffic exchange 
arrangement. 

The initial estimated percentages shall be employed 
by the billing party to rate and bill all traffic 
terminated over the D-NIP, beginning on the date on 
which non-POTS traffic is initially terminated over the 
D-NIP arrangement, up to and including the last day 
of the calendar quarter following the quarter in which 
such terminations were initiated. 

(2) 

13) Beginning with the calendar quarter immediately 
following the calendar quarter in which termination of 
non-POTS traffic was initiated, by the 45th day of 
each new calendar quarter, the actual terminating 
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traffic percentages from the immediately preceding 
calendar quarter shall be provided for application in 
the next following calendar quarter. The party 
receiving such traffic shall utilize these percentages 
in calculating the termineting traffic exchange 
charges, terminating intrastate FGD charges, and 
terminating interstate FGD charges due from the 
other party. 

VII. sHnREDNETWOBlLeL 

A. ILFC 

1. 

ILEC will enable any two ELECs to directly interconnect their 
respective networks, where both ELECs maintain co-location 
facilities at the same ILEC wire center, by effecting a cross- 
connection between those co-location facilities, as jointly directed 
by the two ELECs. 

2. 

For cross-connections between two ELEC co-location facilities in 
the same ILEC wire center, ILEC will charge each ELEC one-half 
the standard tariffed special access cross-connect rate. 

1. 

a.. ELEC will interconnect to the ILEC 9-1-1/E-9-1-1 hub(s) 
serving the areas in which ELEC provides exchange 
services, for the provision of 9-1 -1 /E9-1-1 services and for 
access to  all sub-tending Public Safety Answering Points. 

b. Except in those instances where ELEC and ILEC have 
negotiated mutually-agreeable alternative network 
interconnection arrangements, interconnection shall be 
made at the D-NIP designated by ILEC for 9-1-1/E-9-1-1 
interconnection. 

c. ILEC and ELEC will arrange for the automated input and 
daily updating of 9-1-1 /E-9-1-1 database information related 
to ELEC end users. 
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d. ILEC will use its best efforts to facilitate the prompt, robust, 
reliable and efficient interconnection of ELEC systems to the 
9-1 -1 /E-9-1 -1 platforms. 

2.  Comaensatlon 

[To be defined based on local 9-1-1 funding methodology 
and arrangements with independent LECsl. 

1. 

a. Except in those instances where ELEC and ILEC have 
negotiated mutually-agreeable alternative network 
interconnection arrangements, ELEC shall deliver 
information services traffic originated over ELEC's Exchange 
Services to  information services provided over ILEC's 
information services platform (e,e, 976) over the reciprocal 
traffic exchange trunk groups interconnected a t  the D-NIP 
designated by the ILEC for receipt of such traffic. 

b. ILEC will at  ELEC's option provide a direct real-time 
electronic feed or a monthly magnetic tape in a mutually- 
specified format, listing the appropriate billing listing and 
effective daily rate for each information service by 
telephone number. 

To the extent ELEC determines to provide a competitive 
information services platform, ILEC will cooperate with 
ELEC to develop a LATA-wide NXX code(s) which ELEC 
may use in conjunction with such platform. Additionally, 
ILEC shall route calls to such platform and ELEC will provide 
billing listing/daily rete information on terms reciprocal to 
those specified above. 

c. 

2. !anmmmm 

a. ELEC will bill and collect from its and users the specific end 
user calling rates ILEC bills its own end users for such 
services, unless ELEC obtains tariff approval from the Public 
Utilities Commission ("PUC") specifically permitting ELEC to 
charge i ts end users a rete different then the rate set forth 
in ILEC's tariff for such services. 
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b. ELEC will remit the full specified charges for such traffic 
each month to ILEC, less $0.05 per minute, and less 
uncollectibles. 

In the event ELEC provides an information service platform, 
ILEC shall bill its end users and remit funds to ELEC on 
terms reciprocal to those specified above. 

c. 

D. 

1 .  

The directory listings and distribution terms and rate specified in 
this section shall apply to listings of ELEC customer numbers 
falling within NXX codes directly assigned to ELEC, and to listings 
of ELEC customer telephone numbers which are retained by ELEC 
pursuant to Local Telephone Number Portability Arrangements 
described below. 

a. ILEC will include ELEC's customers' telephone numbers in 
its "White Pages" and "Yellow Pages" directory listings and 
directory assistance databases associated with the areas in 
which ELEC provides services to such customers, and will 
distribute such directories to such customers, in the 
identical and transparent manner in which it provides those 
functions for its own customers' telephone numbers. 

ELEC will provide ILEC with its directory listings and daily 
updates to those listings in a format required by ILEC; ILEC 
will provide ELEC a magnetic tape or computer disk 
containing the proper format. 

b. 

c. ELEC and ILEC will accord ELEC' directory listing 
information the same level of confidentiality which ILEC 
accords its own directory listing information, and ILEC shall 
ensure that access to ELEC's customer proprietary 
confidential directory information will be limited solely to 
those ILEC employees who are directly involved in the 
preparation of listings. 

2. 

a. ILEC shall remit to ELEC a royalty payment for sales of any 
bulk directory lists to third partiea, where such lists include 
ELEC customer listings, 
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b. Such royalty payments shall be in proportion to  the number 
of ELEC listings to ILEC listings contained in the list 
purchased by the third party, less 10% which ILEC may 
retain as sales commission. 

E. 

1 .  

At ELEC' request, ILEC will: 

a. provide to ELEC operators or to  an ELEC-designated 
operator bureau on-line access to ILEC's directory 
assistance database, where such access is identical to the 
type of access ILEC's own directory assistance operators 
utilize in order to  provide directory assistance services to 
ILEC end users; 

b. provide to ELEC unbranded directory assistance service 
ELEC which is comparable in every way to the directory 
assistance service ILEC makes available t o  its own end 
users; 

provide to  ELEC directory assistance service under ELEC's 
brand which is comparable in every way to  the directory 
assistance service ILEC makes available to its own end 
users; 

c. 

d. allow ELEC or an ELEC-designated operator bureau to  
license ILEC's directory assistance database for use in 
providing competitive directory assistance services; and/or 

in conjunction with VII.E.l .b. or VII.E.l .c., above, provide 
caller-optional directory assistance call completion service 
which is comparable in every way to the directory 
assistance call completion service ILEC makes available to 
its own end users. 

e. - 

2. 

ILEC will charge ELEC: 

a. 

b. 

$0.0 

90.0- per unbranded directory assistance cell. 

per directory assistance database query. -_ 
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C. 

d. 

e. 

$0.0- per branded directory assistance call. 

$- for licensing of each directory assistance database. 

$0.0- per use of caller-optional directory assistance call 
completion. 

F. 

ILEC will work cooperatively with ELEC to ensure that Yellow Page 
advertisements purchased by customers who switch their service to  
ELEC (including customers utilizing ELEC-assigned telephone numbers and 
ELEC customers utilizing co-carrier number forwarding) are maintained 
without interruption. ILEC will allow ELEC customers to  purchase new 
yellow pages advertisements without discrimination, at  non- 
discriminatory rates, terms and conditions. ILEC and ELEC will implement 
a commission program whereby ELEC may act as a sales, billing and 
collection agent for Yellow Pages advertisements purchased by ELEC's 
exchange service customers. 

G. 

When an end user customer changes from ILEC to ELEC, or from ELEC 
to ILEC, and does not retain its original telephone number, the party 
formerly providing service t o  the end user will provide a transfer of 
service announcement on the abandoned telephone number. This 
announcement will provide details on the new number to  be dialed to 
reach this customer. These arrangements will be provided reciprocally, 
free of charge to  either the other carrier or the end user customer. 

H. 

ELEC and ILEC will employ the following procedures for handling 
misdirected repair calls: 

1. ELEC and ILEC will educate their respective customers as to  the 
correct telephone numbers to call in order to  access their 
respective repair bureaus. 

To the extent the correct provider can be determined, misdirected 
repair calls will be referred to the proper provider of local exchange 
service in a courteous manner, at no charge, and the end user will 
be provided the correct contact telephone number. Extraneous 

2. 
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communications beyond the direct referral to  the correct repair 
telephone number are strictly prohibited. 

3. ELEC and ILEC will provide their respective repair contact numbers 
to one another on a reciprocal basis. 

t ine V e r i f i v  . .  . 
I. 

1. 

Each LEC shall establish procedures whereby its operator bureau 
will coordinate with the operator bureaus of each other LEC 
operating in the LATA in order to provide Busy Line Verification 
("BLV") and Busy Line Verification and lnterupt ("BLVI") services 
on cblls between their respective respective end users. ELV and 
BLVl inquiries between operator bureaus shall be routed over the 
Reciprocal Traffic Exchange Trunk groups. 

2. 

Each LEC shall compensate each other LEC for BLV and BLVl 
inquiries according to  the following rates: 

BLV 

BLVl 

lurAuwx 

$0.- 

$0.- 

VIII. 

A. 

ILEC shall immediately unbundle all its Exchange Services into t w o  
separate packages: ( 1  1 link element plus cross-connect element: and (21 
port element plus cross-connect element. The following link and port 
categories shall be provided: 

Port QSagQum 
2-wire analog voice grade 
2 wire ISDN digital grade 
4-wire DS-1 digital grade 

2-wire analog line 
2-wire ISDN digital line 
2-wire analog DID trunk 
4-wire DS-1 digital DID trunk 
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ILEC shall unbundle and separately price and offer these elements such 
that ELEC will be able to lease and interconnect to whichever of these 
unbundled elements ELEC requires, and to combine the ILEC-provided 
elements with any facilities and services that ELEC may itself provide, in 
order to efficiently offer telephone services to end users. pursuant to the 
following terms: 

1.  

2. 

3. 

4. 

5. 

6. 

7. 

Interconnection shall be achieved via co-location arrangements 
ELEC shall maintain at the wire center at which the unbundled 
elements are resident. 

A t  ELEC' discretion, each link or port element shell be delivered to 
the ELEC co-location arrangement over an individual 2-wire hand- 
off, or in multiples of 24 over a digital DS-1 hand-off in any 
combination or order ELEC may specify. 

All transport-based features, functions, service attributes, grades- 
of-service, install, maintenance and repair intervals which apply to 
the bundled service should apply to unbundled links. 

All switch-based features, functions, service attributes, grades-of- 
service, and install, maintenance and repair intervals which apply 
to the bundled service should apply to unbundled ports. 

ILEC will permit any customer to  convert its bundled service to  an 
unbundled service and assign such service to  ELEC, with no 
penalties, rollover, termination or conversion charges to  ELEC or 
the customer. 

ILEC will bill all unbundled facilities purchased by ELEC (either 
directly or by previous assignment by a customer) on a single 
consolidated statement per wire center. 

Where ILEC utilizes digital loop carrier ("DLC")' technology to  
provision the link element of an bundled Exchange Service t o  an 
end user customer who subsequently determines to assign the link 
element to ELEC and receive Exchange Service from ELEC via such 
link, ILEC shall deliver such link to ELEC on an unintegrated basis, 
pursuant to ELEC' chosen hand-off architecture, without a 
degradation of end user service or feature availability. 

See, Belleore TR-TSY-000008, Digitallntuface BetwwtJ rhe SLC-96 DigitelLoop Carrier 
System and Local Digital Switch and TR-TSY-000303. Integrated Digital Loop Carrier (IDLCI 
Reuuirernents. Objectives, and interface. 

7 
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8.  ILEC will permit ELEC to co-locate remote switching modules and 
associated equipment in conjunction with co-location 
arrangements ELEC maintains at  an ILEC wire center, for the 
purpose of interconnecting to unbundled link elements. 

0. 

ILEC shall provide links and ports to ELEC at  the following monthly 
recurring rates: 

ed ova: 
an individual a d@ 
2-wire hand-otf 

S n l s  

2-wire analog voice grade link s s 
2 wire ISDN digital grade link $ s 
4-wire DS-1 digital grade link 
2-wire analog line port s s 
2-wire ISDN digital line port s s 
2-wire anelog DID trunk port s s 
4-wire DS-1 digital DID trunk port $ nle $ 

s e 

IX. ITY ARRANOEMENTS 

A. 

ILEC and ELEC will provide Local Telephone Number Portability ("LTNP") 
on a reciprocal basis between their networks to enable each of their end 
user customers to utilize telephone numbers associated with an Exchange 
Service provided by one carrier, in conjunction an Exchange Service 

To be provided as a Special Access or Private Line DS-1 Channel TarminationRocal 
Distribution Channel, subject to the most favorable tariff or contract terms for which ELEC is 
eligible,excapt in those situations where: 
I_ The ILEC offers its own end user customers a bundled DS-1 digital grade Exchange Service at 

a bundled rata which is less than tho sum 01 the unbundled 4-wire DS-1 digital DID trunk POR 
rate and the most favorable Channd TrrminationlLocal Distribution Channel rate for whlch 
ELEC is eligible. In such instences, the ICEC shall provide 4-wire DS-1 digital grade links to  
ELEC at a rate lass than or equal to tho price of the bundled DS-1 digital grede Exchange 
Service less tha unbundled 4-wire DS-1 digital DID trunk POR rata, for ELEC's use in the 
provision of DS-1 digital grade Exchange Services. 

The ILEC offers its own.end user customars a bundled DS-1 digital grade Exchange Service 
with performance specifications (including, but not limited to, installation intervals, service 
intervals, service priority, bit-error ratel. interruptionlaveilability rataa, quelity or conditioning) 
superior to  that provided for Special Access or Private Line Channel TerminationalLocal 
Distribution Channels. In such instances, the ILEC shdl provide the same or bemr  performance 
characteristics to ELEC for all DS-1 ELEC purchases for use in the provision of DS-1 digital 
grade ExchangeServices. 

8 

andlor .- 
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provided by the other carrier, upon the coordinated or simultaneous 
termination of the first Exchange Service and activation of the second 
Exchange Service. 

1. ELEC and ILEC will provide reciprocal LTNP immediately upon 
execution of this agreement via Interim Number Portability ("INP") 
measures. ILEC and ELEC will migrate from INP to a database- 
driven Permanent Number Portability ("PNP") arrangement as soon 
as practically possible, without interruption of service to their 
respective customers. 

INP shall operate as follows: 2. 

a. A customer of Carrier A elects to become a customer of 
Carrier B. The customer elects to utilize the o;iginal 
telephone numberts) corresponding to the Exmange 
Service(s) it previously received from Carrier A, in 
conjunction with the Exchange Service(s) it will now receiva 
from Carrier B. Upon receipt of a signed letter of agency 
from the customer assigning the number to  Carrier 6, 
Carrier A will implement one of the following arrangements: 

(1 ) For the portability of telephone numbers which are 
npt part of a DID number block, Carrier A will 
implement an arrangement whereby all calls to the 
original telephone mmberls) will be forwarded to a 
new telephone numberfs) designated by Carrier 6. 
Carrier A will route the forwarded traffic to  Carrier B 
via the mutual traffic exchange arrangements, as if 
the call had originated from the original telephone 
number, and terminated to the naw telephone 
number. 

(2) For the portability of telephone numbers which are 
part of a DID number block, Carrier A will provide 
Carrier B an aggregated, digital OS-1 or higher grade 
DID trunk group at each 0-NIP (interface to  be 
achieved in the same manner as the traffic exchange 
trunk groups at  each D-NIP), such that all inbound 
traffic to ported DID numbers will be delivered to 
Carrier B over this digital DID trunk facility. In order 
for a customer to port its DID numbers from Carrier 
A to Carrier B, the customer will be required to  
assign entire 20-number DID blocks to  Carrier 8. 
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b. Carrier B will become the customer of record for the original 
Carrier A telephone numbers subject to the INP 
arrangements. Carrier A will provide Carrier B a single 
consolidated master billing statement each month for all 
collect and 3rd-number billed calls associated with those 
numbers, with sub-account detail by retained number. 

c. Carrier A will update its Line Information Database ("LIDB") 
Listings for retained numbers, and restrict or cancel calling 
cards associated with those forwarded numbers, as directed 
by Carrier 6. 

Within two (2)  business days of receiving notification from 
the customer, Carrier B shall notify Carrier A of the 
customer's termination of service with Carrier B, and shall 
further notify Carrier A as to the Customer's instructions 
regarding its telephone number(s1. Carrier A will cancel the 
INP arrangements for the customer's telephone number(s). 
If the Customer has chosen t o  retain i ts telephone 
number(s) for use in conjunction with Exchange Services 
provided by Carrier A or by another LEC which participates 
in INP arrangements with Camer A, Carrier A will 
simultaneously transition the number(s) to the customer's 
preferred carrier. 

d. 

3. Under either an INP or PNP arrangement, ELEC and lLEC will 
deliver consolidated billing statements to one another in magnetic 
tape formats which are compatible with their respective systems 
in order to  re-bill their end users for collect, calling card and 3rd- 
number billed calls. Additionally, ELEC and ILEC will implement a 
process to  coordinate LTNP cut-overs with Unbundled Link 
conversions (as described in Paragraph VIII., above). ELEC and 
ILEC pledge to  use their best efforts to  ensure that LTNP 
arrangements will not be utilized in instances where a customer 
changes locations and would otherwise be unable to  retain its 
number without subscribing to  foreign exchange service. 

B. 

1. ELEC and ILEC shall provide LTNP (either INP or PNP) 
arrangements to one another at no charge, except for authorized 
collect, calling card and 3rd-number billed calls billed t o  the 
retained numbers. However, for all traffic forwarded between 
ELEC and ILEC in the manner described above, reciprocal 
compensation charges (pursuant to  paragraph VI., above) and 
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Switched Access charges (pursuant to each carrier's respective 
access tariffs), for POTS traffic and non-POTS traffic, respectively, 
shall be passed through as if the caller had directly dialed the new 
telephone number. 

2. In INP arrangements, in order to effect this pass-through of 
reciprocal compensation and Switched Access charges to which 
each carrier would otherwise have been entitled if the ported 
traffic had been directly dialed to the new number, each carrier will 
be required to  classify and include ported traffic in its quarterly 
percentage of use reports as POTS, intrastate non-POTS, or 
interstate non-POTS. 

X. 

A. ILEC and ELEC agree to  treat each other fairly, non-discriminatorily, and 
equally for all items included in this agreement, or related t o  the support 
of items included in this agreement. 

8. ELEC and ILEC will work cooperatively to  minimize fraud associated with 
3rd-number billed calls, calling card calls, or any other services related to 
this agreement. 

C. ELEC and ILEC agree to promptly exchange all necessary records for the 
proper billing of all traffic. 

D. For network expansion, ELEC and ILEC will review engineering 
requirements on a quarterly basis and establish forecasts for trunk 
utilization. New trunk groups will be implemented as dictated by 
engineering requirements for both ILEC and ELEC. ILEC and ELEC are 
required to provide each other the proper call information (Le. originated 
call party number and destination call party number, CIC, 022, etc.) to 
enable each company to bill accordingly. 

E. There will be no re-arrangement, reconfiguration, disconnect, or other 
non-recurring fees associated with the initial reconfiguration of each 
carrier's traffic exchange arrangements upon execution of this 
agreement, other than the cost of establishing a new co-location 
arrangement where one does not already exist. 

ILEC shall assess no cross-connect fee on ELEC where ELEC establishes 
a meet-point billing connection, a 0-NIP interconnection, or accasses a 
91 1 or E91 1 port through a co-location arrangement at a ILEC wire 
center. 

F. 
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XI. 

XII. 

XIII. 

XIV. 

IEEM 

ELEC and ILEC agree to provide service to each other on the terms defined in 
this agreement for a period of years from the date of execution 
of this agreement, or until standard arrangements are approved by the Public 
Utilities Commission, whichever occurs first. By mutual agreement, ELEC and 
ILEC may amend this agreement to extend the term of this agreement. Also by 
mutual agreement, ILEC and ELEC may jointly petition the appropriate regulatory 
bodies for permission to have this agreement supersede any future standardized 
agreements or rules such regulators might adopt or approve. 

lNSTALLATlON 

ILEC and ELEC shall effectuate all the terms of this agreement by 
_. 

ELEC and ILEC will work cooperatively to install and maintain a reliable network. 
ELEC and ILEC will exchange appropriate information Casy maintenance contact 
numbers, network information. information required to  comply with law 
enforcement and other security agencies of the Government, etc.) to achieve 
this desired reliability. 

ELEC and ILEC will work cooperatively to apply sound network management 
principles by invoking network management controls to  elkviate or to  prevent 
congestion. 

If, at any time while this agreement is in effect, either of the parties to  this 
agreement provides arrangements similar to those described herein to a third 
party operating within the same LATAs as for which this agreement applies, on 
terms different from those available under this agreement (provided that the 
third party is authorized to provide local exchange services), then the other 
party t o  this agreement may opt to adopt the rates, terms, and conditions 
offered to the third party for its own reciprocal arrangements with the first 
party. This option may be exercised by delivering written notice to the first 
party. The party exercising its option under this paragraph must continue to 
provide services to  the first party as required by this agreement, subject either 
to the rates, terms, and conditions applicable to the third party or to the rates, 
terms, and conditions of this agreement, whichever is more favorable to  the first 
party. 
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Bob Schcye 
Senior D i m r  
S m g y  Development Con Businas 

September 19, 1995 

Mr. Tim Devine 
MFS 
250 Williams Street 
Suite 2200 
lnforum Building 
Atlanta, GA 30303 

Dear Tim: 

BELLSOUTH 
7EZECOMMUNlCAmS@ 

Rwm llA15 
675 Wcst Pcafhecc S W  N.E. 
Atlanta, Georgia 30375 
(404) 420-8327 

As we discussed, BellSouth _ _  working toward filing local interconnection and 
unbundling tariffs in both Georgia and Florida later this year. The attached 
worksheet lists items and price ranges that could be included in these filings. 
We are requesting your input of demand forecasts for each of these items. This 
information is intended for tariff filing purposes only and your company 
data will not be identified uniquely. Further, this information will not be 
used for any other purposes by BellSouth. 

We request that you keep this document confidential within your company and 
not share it outside your company for any reason. Please contact me at your 
convenience if you have any questions or concerns. 

NOTE: Please provide data for Georgia and Florida separately. Simply write in 
Florida (where Georgia is shown) on the attachment if you are providing 
information for that state. 

This entire document is intended to be confidential between BellSouth and MFS. 
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BELLSOUTH 
STRATEGIC DEVELOPMENT CORE BUSINESS 

1 lA15 Southern Bell Center 
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Atlanta, GA 30375 
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I PRIYILEGE.AND WORK PRODUCT DOCTRINE 

: Stipulation and Agreement . 

of lab mort recovcy rnechaaism pursuant to Section 364.025, Florida S~~lrutc~; Docket No. 
950737-TP, a d d r i n g  a temporary telephoDc number portrbility pursuant to Section 364.16(4), 

I 

! 



PRELIMINARY DRAFT 
FOk DISCUSSION 
PUkPOsES ONLY 

i PRIVILEGED ANDcoNmDENTuL 
! 9/25/95 SuWECT TO THE AITORNEY-CLIEKT 

PRIYILEGE AND WORK PRODUCT DOCTRINE 
i 
I 

I The undersigned p a i u  agree that the issues addressed in tbe aforementioned 

pcoc&dings, which have been frpmcd io. rcsponn to the rc@rancnTs of Chapter l aw 9543. 

rhalljbc rpsolved as follows: 
I 
! 

2 
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PUkPOsES ONLY 

PluvrrxGm AND c0mENTIAL 

PRlVILEGE AND WORK PRODUCT DOCTRINE 

I 
I 
j 9mt95 SUBlEeT TO TEIE ATI'ORNEY-UIENT 
1 

&ped pa&s agree that for rhe paid a k r  Decrmkt 31. 1997. the parties may 

renehotiate the foregoing provision to the exrent permitred by Florida law and Commission rules. 

i Tht uodarigdputics r p  to use thcirbcnefforts to pmuadc tbe Commiuiorr~, 

adopt BellSourh's PropOlKd interim USlCOLR neovery mtchinism - Altmalive 1, which effm 
i 

will 'include the undtnigacd parries, othcr &aa BellSouth, Witbdmwing tb& tezrimOny md 

I 

I 

! 

amcddig thcirpnhuring Ntcmcnts to rht extent suchtutimony aadplewrhg smamcnk ale 
I 

I Thcundeni~putiu iurthrstipulate and agree that, exccptas provided for inseetion 

inconsistenr with tbis Stipulodon ad Agrrannu. 
I 

i 

364.b(3), Florida surutes. thit iatainr USlCOLR ~~ lnecbmh rhll remain in loscc 

and +ea until the Legislature atrblirbe~ a pumracnc USICOLR ~ o v t r y ~ m .  

but riot Iater d m  Jrmuy I ,  2OOO. Ihc undersigned parries also a m  to UIC Wi ku rirortt 

ApplicabLe revenues means revenue0 associated with the 
AZIE&'s provieion of baeic local exchange aervices and their 
associated vertical or ancillary services, \&-a 

l 

I 

' 1  - 
! 
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PRIVLEGE AND WORK PRODUCT DOCTRINE 
' 9l25195 SUBJECT TO ATTORNEY-CLIENT 
I 
I 

I 
I 

to persuade chc Commission md tbe Lepislaaue to establish a pcnnuwt USlCOLR IBXYCIY 

mechamm at rhe arliesc possible dare. 
I 
I .  

! 
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! 

I 

I 
! 

I 
I 

I 

! 
I 
! 

! 
! 

1 

! 

! 

i 
i 

D. ! 
I 
, 
I 

199s: 1 

9125B5 
PRMLEGED AND CONFIDENTIAL 
SUBJECT TO THE. A’ITORNEY-CLIENT 
PRIYILEGE AND WORK PRODUCT DOCTRWE 

Section 364.162. Florida Sututes. provides tht an AtEc shall have until: ~ugust 31, 

or skcy (6Q drys, to qotW with ‘the mutually acceptable priccr, relms aad 

6 

I 
I 
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! 
I 
! 9125195 
i 
! 

PRIYlLEGEDANDCOmENTUL 
SUBJECT TO TEE ATTORNEY-UIENT 
PRIVILEGE AND WORK PRODUCT DOCTRINE 

I 

I 
ncga+tion or by tbc Commission, intercodon and nsak prices, ram, tcrms and conditions 

shall; k filed with the CommisSmn before hir Cffectivc datc. 
I 

The parries wcrt unable to negotiate m u m  w a k  prices. terms snd condidom of 

intc&&on I by Auguu 31. 1995, or within skty &ys, and an8 pury, Telcport 

Co&unicaciom Group (‘TCG‘). has filed a petition with the Cammission to esmblish thc rates. 

tend and conditions of 10cal ‘OII. After fuaher negotiuiOnn, however. the 
i 

i 
: 1. 
I 

I 

i 

! 
i 

1 
i 

j 2. 

I 

! 

j 

I 
! 
1 

j 
! 
i 

Local - ‘orris ddEDcd IS the delivery of 1 0 4  hpffk to be tamiartcd 

on each campmy’s Lou1 rtctwurk. ’Ihe deliyay of locrl arMc shall be rrcipmal 

md coapomionwill bemMlal. Each ALEC will pay&lISoutb, and vice 

versa. For purporec of chargins for l d  Eellsauth win anploy 

itr mmam switched network aceus #rvice aaffii &tiw rate elements on a 

par mirmbe of usc but for tumioldng larl mfh. Ea& undersigned ALEC 

will have ne &at are 110 higher than moSe chnrgcd by BellSouth. 

In ordcr to mitigate the potential adverse impact on a loul exchange provider 

&e.. Bcllsauth or UI ALEC) whkh might OCCPI beupre of an imbalance of 

cerminrting local aaffic between tbe lccal exchange providers. m local exchange 

I 
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i 
I 

i 
i 
! 
! 
! 
I 

I 

i 
I 

I 

i 
I 

! 
I 

I 

: 3. 

I 

! 

I 
I 

! 

I 

I 

j 4. 
i 

I 
I 

I 

! 
I 

I 
I 

PRMLEGE AND WORg PRODUCT DOCTRINE 

provider will be required to compurute the othcr local exchange provider for 

- more &an one-hundred-tea pment (110%) of the minllus of we of thc local 

exchapoc provider with the l o w  minutes of use in the sm monrh, For 

cxample. if in a given montb WlSomh has 1O.OOO minutes of l d  mffs 

termirrrted on an ALEC's loa1 exchapoc network and the JUEC has 15,OOO 

mirmtcs of l d  a;lffic terminated m BtllSouth's 1 0 4  exchange network, the 

AIEC wnld be rcquked to compemuc BeUSoutt~ for l d  interurnncction on 

each provide thck own 

Each &et will bill its 

a 
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I I 
I 

i 
i 

i 
I 5- 
I 

i 
, 
I 

! 

I 
i 
! 

I 

i 
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I PRIVILEGED ANDCONWENTUL 
; 9/25/95 SUBJECT TO TXE ATTORNEYCLIENT 
I PRIVILEGE AND WORK PRODUCT DOCI'RWE 
I 

I 

I IC is funhsr urrdusuMd and agreed that TCG will dismiss its petition filed with the 
I 

I 
Cornhission in this docket. 

I 
E. 

CQR 

uu 

rela 

cun 

F. 

Pro' 

I I U C  

are 

RrsoMlon of Disputa 

lh undcrsigdpartics agree rhat if any dispute arises as to the interpretation of my 

ion of thls Stipulation and Agreanem or as to rhc proper implaaauatiion of any of the 

s agnsd to in rhis stiplllrtionand Agrrcment the parties Wl petitionthe Commission for 

lutioa of the dispure. . 

I 
! 
! 

Nothing contained in this Stipuhtion and Agreement shall make any udersq& - Pam 

liabfe for money damages nor shall this Stipulation rrd Agreement give rise to my action for 
I 
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I 

PIuylLEGED AND CONFIDENTIAL 
!SUBJECT TO TBE A ' I T O R N E Y = C L ~  
PRMLEGE AND WORK PRODUCT WCTEUNE 

I 

I 
the r&covcry of money damages h m  any undersigned pury wherher such aclioa is brought by 

anolher undersigned party or by a third party, Thrr uc eo intcadtd or unintended Ihbl-par~y 
! -  

b c n c i i r x  to this Sdpulntiwr rad Afpmalt. 
I 
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I 
! 
I 

I 

j 
J. 1 

! 

9/25/95 
PRIYILEGED AND CONRDENTfAL 
SUBJECT TO TEE AIIWNEY-CLIENT 
PRIVILEGE AND WORK PRODUCT DOCTRINE 

Limitation of Use 

The undersigned parrier undusond and agree that this Stipulation and Agreement was 

! 

! 
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souin Est1 
3535 Colonnade Pnrrway 
Birmingham. Alab&na 352a3 

October 6, 1995 

Tim Devine 
MFS Communications Company, Inc. 
250 Williams Street 
suite 2200 
Atlanta,GA 30303 

Dear Tim, 

Bob Schcyc asked me to ynd you our rhoughts on the major issues concerning your 
proposed stipulation agcnncnt. The attached comments are designed to provide 
clarification on BST's po~ltions on the major points you listed, but may not include all of 
BST's concerns with yourdocument. 

After you have had a c&e to review the attached, please give Bob Scheye a call to 
discuss in more detail. Ifyou need to contact me, I can be reached at 205-977-221 3. 

Manager - Local Inferconnection 
Interconnection Marketing 

Attachment 



Issues for MFS Response 

Definitiou 

It should be noted that BST's interim number portability offering is not designed to 
provide service transwency. 
Initially, BST plans b~ provide 8 2-wire voice grade unbundled loop and a 2 - w e  
voice grade unbundled port. 

& f n u l t r c A r e h i t c c t u r c  

BST plans to interconnect with all ELECs at the BST tandem and/or wire center level 
for the purpose of origbtingk~natiating local traffic tolfirom ELECs within a 
LATA. We arc uneqrtajn how a D-NID and a D-NIP correspond to BST's wire 
centers, tandems, LATAs. etc. and would prefer to use existing teminology to 
describe the interconnection arraagement. 
BST has no p h s  to offer a mid-fiber meet with any interconnector. 
BST does not plan to waive charges for the cross-conncctiw of collocation facilities. 
Normal tariff charges should apply for rearrangements, conversions, rollovers, etc.. 

BST does not plan to use the OBF guidelines for OLEC interconnection and proposes 
a new document that is designed specifically for OLEC arrangements. 
BST would exchengt-records with OLEO using Exchange Message Record (FiMR) 
format as opposed to Electronic Message Interface (EMI) format. 
BST plans to offer mdtiple bill, single tariff billing. 
Paragraph B.B. on pay(e 12 should be deleted in its entirety. 
Footnote 6 on page 12 refers to the interconnection charge being remined to the end 
office company. It is BST's intention to bill this as the tandem provider. 

BST does not suppon a bill-and-keep arrangement for local t d E c  exchange with 
OLEO and would expect to be compensated separately when it pcrfonns an 
intermediary function. 
BST and rhe OLEC would each provide a trunk for terminating local traffic to each 
other. Additional Winks would be required from the OLEC to BST for 
provisioning of other wpes of a a f i c  such as Optrator Services, IXC, etc.. 
When BST provides an intenndiay function between an OLEC and an' 
company for the purposes of completing local calls, BST proposes to charge r 
local interconnection charges plus an additional interma& fee to the ori 
entity. 

1 OJ6J95 

1 



Issues for MFS Response 

EST plans to offer signaling interconnection at a tariffed rate to all interconnectors. 
This will include l i d  and port elements. The port charge would initially be a 
flat-rated surrogate umil BST could develop and bill a usagesensitive charge. 
BST plans to charge rbe OLEC originating FGD access charges for non-local calls 
that arc passed to tho OLEC fiom a BST end-user that is located within the local 
calling area. 

Network P- 

Normal tariffed rates would apply for each interwmector that utilizes a collocation 
arrangement. 
BST does not offer Information Services Billing and Collections today and does not 
expect to offer this to (re OLECs as a part of ow unbundled tariff. 
BST does not plan to pay a royalty on the sale of dirrctory listings. 
BST proposes to provae Busy Line Verification and Interrupt services via its existing 
tariffs. 

BST will provide an unbundled 2-wire voice grade loop and a 2-wire analog port in 
its initial tariff filing geckage. 
BST proposes that an ELEC will not be allowed to combine an unbundled loop With 
an unbundled port wh$o both elements are provided by BST. 
BST will interface with the OLECs at a DS-1 level for the purposes of delivering 
unbundled loops and 901% to the OLEC’s facilities. 
BST will work cooftcratively to provide unbundled loops to the OLECs on an 
unintegratcd basis where practicable. However, BST would like to better understand 
what MFS means by “unintegrated”. 
BST’s collocation t a M  does not allow collocators to place switching equipment in a 
collocation space. 
BST will provide Remote call Forwarding (RCF) andor Direct Inward Dialing (DID) 
technology at a tariffed rate for OLECs wishing to port numbers from BST’s network 
to the OLEC. BST will pay a terminating intcrconnecIion charge to the OLEC for 
these calls but wll retain the switched access charges on interLATA calls that 
terminate through tho BST network using RCF or DID. 
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PU~POSES o n y  

PRMLEGED AND CONFIDENTUL 

P R W E  AND WORK PRODUCT DO- 
1OlPlPS SUBJECT TO TEE Al7'ORNEY-CLZENT 

I 

I Stipulatfon and Agreement 

e.g.,'Rcmote Call Forwarding pursuant IO Section 364.16(4), Florida Sbtuw; and Docket No. 

950984-TP. addrwiug unbundlfng a d  male of l d  cxcbmge le1-W company 

network futures. functions md capabillrica punurat IO Section 364.161, Florldr Stuuw.' 
1 

&tion, a6 cquired by tbe above-referenced tcftiona of Florida Chapter Law 95403. and 

will dispose of ourstrndiag knur ia the rforrmeationcd dockets. Ihi, Stipulatioa ad 

As&nmt also seta forth tha undersigned panks' agrremcat with nrpcct to othcr matters which 

rela& to the Petition filed by Telepon Communicrrionr Group, Inc. (TCG) in Docket No. 

9so985-'fp. 
i 



I 

PWLIMINARY DRAFT 
FOR DISCUSSION 
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PRIVILEGEDANDCONFIDPFIUL 

PRIVILEGE AND WORK PRODUCT DOCTRINE 
1019195 SUBJECT TO THE A T T O R N E Y - w  

1 

The undersigned parties agree that the issues addrewed in the aforementioned 

progedhga,*which have been framed in response to the requirements of the abovereferenced 

sections of Florida Chapter Law 95403, shall be resolved as follows: 

I 

A. ' Locpl Interaanectbm - Docket No. 95098STP 

Section 364.162, Florida Scltutc.6, provide6 that an ALEC shall have undl August 31, 

1995; or sixty (60) day& to negotiate with the LEC mutually lcceptrble prices, tenus arid 

conditions of intcrcorurcction and for the male of mviw and facilities. Thc statute also 

p r o v h  that if the p u t k  aTt not able to nCgOtiab? a prlcc by AuguM 31, 1995. or within sixty 

ntw, turns and days, either pa* may petition the commission to enablii non-di- 

 conditio^ of interconnection and for the resale of wvka and ficilitlca. Whether set by 

negotiation or by the Commiuian, intcIFoancction and resrlc prices, rater, tennu md colditioar 

shall be filed with the Commiuion before their cflcctive date. 

. .  

The partied were unable to negotiate muturuy Iccepcrbla prices, tam andcodticma of 

intcrpnnection by August 31, 1995, or within 6ixty days, and one pc 

Cominunications Group ('TCQ"), hu filed a petition with the commirsionto esta 

term6 and Condtiona for W ection and the exchug0 of traffic with Bel 

2 
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i 1019195 
PRIVILEGED AND CONFIDENTIAL 

PRIVILEGE AND WORK PRODUCT DgcTRmE 
SUBJECT TO THE A T T O R N E Y - C T  

fu& negotiations, however, the undeaignedpmia now agm to the followh@ inmkqpriccs. 

t e m  and conditions for i n t e r c o d o n  ard the exchange of trafft: 
I 

, :  1. : 

, 

I 

i 
! 

. .  

I 
! 

on each company's Id network. Tbe deiiwry of l e d  traffii shall be reciprocal 

and compedon will be mutual. Each ALEC wil l  ply BeUSouth. and vice 

vena, unlem it b mutually agresd that thc wimlmfm * tivc COM awociatd with 

local interconnection an greater than the net monies exchanged, in which case the 

parties d l l  exchange local traffic on an h-kind besir; foregoing compensation in 

the form of cash or a wh equivalent. In tho abseaEc of an in-kind traffii 

exchxnge,theparties willcom~eachother~~toBellSouth'shtrasw 

herem bv ret%xen&) For pipose, of charging for I d  irmumnm 'on. 

BellSouth will employ its hastate switched network acwm rsrvEce CnfIie 

wnaifiw rate elements Q 

callicr c- - on a per minute of uce bub for terminrting local 

Wi. Each undersigned ALEC will have rates that UT no higher than thoso 

chuged by BellSouth. 

3 
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j 1019/95 
! 
I 

! 

! I 2. 

! 

! 
I 

! 

1 
I 

I 
! 

i 

I 

! 

j 3.  

I 

! 
! 

! 

! 

I 

j 
I 

! 

j 
! 
! 

! 
! 

PRIvlLEGEDANDcoNFIDENTIIu 
SUBJECT TO THE ATTORNEY-CLIENT 
PIUVILEGE AND WORK PRODUCT JXkTMNE 

In order to mitigate the potential adverse impact on a local urcbange provider 

* (i.e., BellSouth or an ALE&) which might occur because of ap imbalaace of 

tcr~ai~ting local epffic between rhc local exchange providers. and to reflect the 

fact t& terminating costs a s ~ o ~ i a t d  with perk period demmd, 110 10~d 

exchange provider will be rquired to compnsats the otbcr local cxchnnge 

provider for more thnn one-hundred-ten percent (1 10%) of the mimt~6 of use of 

the local exchange provider with the lower minutea of use in the uamc month. 

For example. if in a given month BellSouth has 10,OOO minutm of local taffic 

terminated on m ALEC'e local exchange network and the ALEC ha8 1S.OOO - 
minutes of local traffic terminated on BellSoirth'r local exchange actwork, the 

ALEC would be required to compensate BeIlSoutb for local int8rconaeaion on 

thcbasisof 11,OOOtcrminatingminuteS(10,OOO~.x110% 1l.OOOmiru.). 

BellSouth will provide intcrmedluy tadan switching and ourrport to connect the 

end user of an ALEC to tk end uacr of another ALEC. a LEC other than 

BellSouth, 01 Winless k k C O ~ t i o M  wdcc provider fm the plrposc of 

making a loal call. When BellSouth provider this intermediary function. it will 

bfll a J.ooZ per minute charge over and above i@ local interco- - m e  

that applies when a &IlSouth md user u involved. 

4 
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1 1019195 

i 4. 
I 

: 

I 
! 

i 5. 

! 

PRNLLEGBDANDCONFID~& 
SUBJECT TO THE A T I ' O R N E Y - C L V  
PRIVaEcE AND WORK PRODUCT WCTRlNE 

When BellSouth or an ALEC providu intmmdiiary functio~ for w o r k  XCUS, 

* i.e., between an IXC and an ALEC, the ALEC and &&South will ench provide 

their own network access service elements on a matt-polnt basin. Each carrier 

will bill its own ae~worlc access servict mtc eluneritj to the XC.  r;er-h\tetttaae 

will bill rbc midual interconnection BellSouth 

charge ('RIC') to the IXC when either DKOV~~CE the 

iiwiQn. 
whmevcr Bcuhth delivm tmffc to an U c  for tcrminrtioa on tbe ALEc'6 

network, if Bell!3outh cannot &tennine w h t h a  the tnffic will be local or toll 

becllusc of the rmrmtf m which the ALEC mea NNX coda. Bellsouth win not 

compensate the ALEC for local intcrconocaion but will, instead, charge the 

AtEc originating intnstatc network acccIw wvicc charge8 unlew the ALEC can 

provide BellSouth with sufficient bfonnatbn to mako a determination a8 to 

whether the traffic is local or toll. Provided. however, thrt the AWC h access 

to a suffiiicnt quantity of numbering w w a .  

the sa- 

provisions ~hrlldrouralv, 

I 
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PRIWLEGE AND WORK PRODUCT DQCT- 
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6. BellSouth hrs proposed an iamb universal rrvicelcrrrier of ht mort 

' mechanism in testimony and exhibits submitted by A.J. Vlrr#r aad P.F. Manin, 

dated August 14, 1995, in Docket No. 99696-V. The adoption of Al-tivc 

1, Is dedcrikd in the t ~ m y  and cxhiiitr, w d  m w  Bellsouth b eliminrte 

the carrier commonline md nsidud 1- 'on nte elunsmr from iatnawe 

switched m e s s  rnm (and inrcntate if the same p h  wcrc adopteb by the FCC 

for Florida).' The rates for locxl interconnectiOn aod switched 

e access associated with intrutate toll crlls (md hatmate, if adopted by 

the FCC) would be identical and the uadtnigacd psutied copld terminate 

p 

u the same mtu ~otwi- 

m. However, if BellSouth's proposcd Altcraulve 1 is not adopted by the 

Commiuion and the intrastate terminating witched acew ram conrequcatly 

differ from the local iatesconr#ction ram. the @a mogake thu the local 

intenonnecrion arrangements agreed to herein =may not k rppro~*te and 

M. In that e v w  thc parties will begin to negotiate different local 

a Even wi 
the iintraatate %tche%%$%%cce.gB -till be 

t h e  of the CCL e m  c- 

network accem r r tea .  
a st. o~Dza-rnute m residu el amount in the mwitnh.4 

i 
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Stipulation and Agreement 
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4 

! 

! 

! 
I 

; 

I 

! 

: 
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i I 

I 

I 
! 
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i 

: 4. j 

! 

j 5. 

! 

! 
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AFFIDAVIT OF T I M O m  T. DEVINE 

EXHIBIT TTD-2 

I, Timothy T. Devine, do hereby swear as follows: 

At approximately 4:15 p.m. on Monday, October 30, 1995 I reccived a voice mail 
message from Robut C. Scheye. Senior Director, BellSouth Telecommunications, Inc. which 
stated as follows: 

Tim, this is Bob Scheye from BellSouth returning your call. If you w t  to 
make an alternate proposal for Florida, I'd certainly be willing to talk to you 
about it. Obviously, you know we're not going to be willing to agree to - 
something that deviates a huge amount from that, but I don't know that we 
have to foreclose discussions. That agreement is predicated upon !he universal 
service fund plan. If for some reason that plan doesn't go into effect, we're 
going to have to reconsider anyhow because that's the way it's written. so if 
you'vc got an alternaie proposal that you'd like to put in the hopper that's at 
least in line with that thing to some dcgree, I :W wc ought to talk about it. I 
don't have any problem discussing it. so give me a call at your convenience at 
420-8237. f 

Based on this voice mail, and conversations I have had with Mr. Scheyq it i s  my 
understanding at this date that BellSouth will require that its universal service proposal be a 
part of any interconnection or unbundling agreement with MFS-FL in Florida Docket 
95-0985-TP or Florida Docket 95-0984-TP. Because MFS-FL does not believe that the 
inclusion of universal service issues is appropriate in either of these dockets, I have come to 
the conclusion at this date that MI;S-FL and BellSouth will not reach a negotiated settlement 
in either of these dockets. 

Dated: November 10. 1995 

Timothy T. Devine 
Senior Director, External and 

Regulatory Affairs 
MFS Communications Conipany, Inc. 

149272.: 
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EXHIBIT TTD-3 

COCARRIER NUMB ER FORWARDING A RRANG- 

DescrlDtlon Dominant Local Exchange Company (“DLEC“) and Competitive Local 
Exchange Company (“CLEC”) will provide Co-Carriar Number Forwarding (“CCNF”) 
mmgamentp to one another on a reciprocal basis, as an Interim measure to emulate true 
local number portability. The arrangement shall operate as follows: 

- A customer of Carrier A elects to become a customer of Carrier B. The customer 
elects to utilize the original telephone number@) companding to the exchange 
service@) H previously received from Carrier A. in conjunction with the exchange 
service(s) it will now receive from Carrier B. Upon me lp t  of a signed letter of 
agency from the customer assigning the number to Carrier B, Carrier A will 
implement an arrangement whereby all calls to the original telephone number@) 
will be forwarded to a new telephone number(s) designated by Carrier 8. Carier 
A will route the foiwarded traffic to Carrier B. via the mutual traffic exchange 
arrangements, as if the call had originated from the original telephone number and 
terminated to the new telephone number. 

- Carrier B will become the customer of record for the original Carrier A telephone 
numbers subject to this arrangement, and will recehre a single consolidated master 
billing statement each month for all collect and 3rd-number billed calls associated 
with those numbers, with sub-account detail by retained number. Caffier A will 
update its LlDB listings for retained numbers, and restrict or cancel calling cards 
associated with those forwarded numbers, as directed by Carrier B. 

CLEC and DLEC will deliver consolidated billing statements to one another in magnetic 
tape formats which are CDmpaUble with their respective systems in ordw to re-bill their end 
users for oolled, calling card and 3rd-number billed calls. Add%ionally, CLEC and DLEC 
will implement a pmcess to coordinate CCNF cut-overs with Unbundled Link conversions 
(as desdbed in Paragraph lE., above). CLEC and DLEC pledge Io use their best efforts 
to emsure that CCNF arrangements will not be utilized In instances where a customer 
changes W i n s  and would otherwise be unable to retain its number without subscribing 
to foreign exchange service. 

ComDensation CLEC and DLEC shall provide this arrangement to one mother at no 
charge, except fw authorized collect, calling card and 3rdnumber billed calls billed to the 
retained numbers, However, for all traffic forwarded by Carrier A to Carrier B vla the 
method described above, Carrler A will compensate Cam-er B as if the caller had directly 
dialed the new telephone number, as follows: (1) for CCNF‘ed traffic from long distanw 
carriers, Carrier A will pass through to Carrier B the full access revenues collected from 
interexchange carriers for such traffic; (2) for CCNF’ed POTS traftic, Carrier A will 
compensate Camer B under the standard POTS reciprocal compensation plan which 
applies to norrCCNFed traffic. Carrier A will be required to classify and include forwa&d 
traftic in I t s  quarterly percentage of use reports RS POTS, intrestate non-POTS. or 
interstate non-POTS. 

zoom 
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FLORIDA CO-CARRIER STIPULATION 
AND AGREEMENT 

EXHIBIT TTD-4 

The Parties, each of which currently provides or intends to provide Exchange 
Services over their own respective switching networks in the State of Florida, agree 
pursuant to  this Stipulation and Agreement t o  extend certain arrangements to  one 
another as described and according to  the terms, conditions and pricing specified 
hereunder. The Parties enter into this agreement without prejudice t o  any positions 
they have taken previously, or may take in the future in any legislative, regulatory, or 
other public forum. 

I. - 
WHEREAS, universal connectivity between common carriers is the defining 

characteristic of the public switched telecommunications network in which all common 
carriers participate; and 

WHEREAS, absent such connectivity the utility of communications services to 
individual consumers and to society as a whole would be severely and unnecessarily 
diminished; and 

WHEREAS, encouraging fair, efficient and reasonable connectivity of networks 
has been identified as being in the public interest and as a guiding principle of U.S. 
telecommunications policy throughout this century'; and 

WHEREAS, the events of the last three decades have made it abundantly clear 
that competition In communications markets has been highly beneficial to  consumers 
and society as a whole; and 

WHEREAS, it is  now possible and eminently desirable to  extend the benefits of 
competition to the local exchange services market; and 

WHEREAS, the most basic prerequisite for the mere introduction of local 
exchange competition is the establlshment of certain arrangements between and 
among incumbent and entrant local exchange carriers; and 

WHEREAS, in order that the greatest possible benefits should accrue to 
consumers and society, such arrangements must: (1  allow the natural development 
of full, fair, efficient and effective local exchange competition; (2) allow each carrier 
to  recognize and respond to  competltivc market incentives to configure robust, high 
quality, least-cost, efficient networks, to  innovate, to optimize overall operations, t o  
improve total customer service and customer responsiveness; and (3) ensure optimal 
inter-operability and service transparency t o  all end users, regardleas of the carrier from 
which the end user chooses to receive service; and 

Beginning at least with the "Kingsbury Commirment of 1913", wherein the Bell System, 
in a bid to eteve off anti-trust action, committed to the United States Attorney General to, among other 
things, connect its networks with those of indqmuisrn telephone companisa. 

1 



WHEREAS, in order for efficiency and fairness to  uphold in these arrangements, 
it is essential that each lncumbsnt and entrant local exchange carrier be allowed the 
greatest possible flexibility and discretion to  develop its own basic business strategiss 
-- especially with respect t o  network design, technology and capital choice and 
deployment, managament of operating expenses, product offerings and product 
packaging -- and should take sole responsibility for, and bear all risks associated with 
its own strategies and decisions in these areas; and 

WHEREAS, no carrier should be in a position to  shift any burdens arising from 
its own unilateral decisions and strategies in these areas onto its competitors, nor be 
able to confiscate from a competitor any benefits arising from that competitor's own 
unilateral decisions and strategies; and 

WHEREAS, in the service of maximum inter-operability, each incumbent and 
entrant local exchange carrier should be able to efficiently, flexibly, and robustly 
exchange traffic and signaling with every other carrier operating in the same area a t  
well-defined and standardized points of mutually agreed interconnection; 

NOW, THEREFORE, in consideration of the mutual provisions contained herein 
and other good and valuable Consideration, the receipt bnd sufficiency of which are 
hereby acknowledged, ELEC and ILEC harsby covenant and agree as follows: 

II. DEFlNltlONS 

A. "Automatic Number Identification" or "ANI" refers to  the number 
transmitted through the network idantifying the calling party. 

"Central Office Switch", "Central Office" or "CO" means a switching 
entity within the public switched telecommunications network, including 
but not limited to: 

B. 

"End Office Switches" which are Class 5 switches from which end 
user Exchange Services are directly connected and offered. 

"Tandem Office Switches" which are Class 4 switches which are 
used to  connect and switch trunk circuits between and among 
Central Office Switches. 

Central Office Switches may be employed a5 combination End 
Offlce/Tandern Office switches (combination Class S/Clasc 4). 

C. "CLASS Features" (also called "Vortical Features") include: Automatic 
Call Back Automatic Recall; Call Forwerding Busy LinelDon't Answer; 
Call Forwarding Don't Answer; Call Forwarding Variable; Call Forwarding 
- Busy Line; Call Trace: Call Waiting; Call Number Delivery Blocking Per 
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Call; Calling Number Blocking Per Line: Cancel Call Waiting; Distinctive 
Ringing/Call Waiting; incoming Call Line Identification Delivery; Selective 
Call Forward; Selective Call Rejection; Speed Calling: and Three Way 
CallinglCaIl Transfer. 

D. 

E. 

F. 

G. 

H. 

I .  

J. 

K. 

L. 

N. 

To-Location" or "Co-Location Arrangement' is an Interconnection 
architecture method in which one carrier extends network transmission 
facilities t o  a wire csnterlaggregation point in the network of a second 
carrier, whereby the first carrier's facllkies are terminated into equipment 
installed and maintained in that wire center by or on the behalf of the 
first carrier for the primary purpose of interconnecting the first carrier's 
facilities t o  the facillties of the second carrier. 

"Commission" means the Florida Public Service Commission (PSC) 

"Common Channel Signaling" or "CCS" means a method of digitally 
transmitting call set-up and network control data over a special network 
fully separate from the public switched network that carries the actual 
call. 

"Cross Connection" means an intra-wire center channel connecting 
separate pieces of telecommunications equipment including equipment 
between separate co-location facilities. 

"DID" meens direct inward dialing. 

"DS-I " is a digital signal rate of 1.544 Mbps (Mega Bit Per Second). 

"DS-3" is a digital signal rate of 44.736 Mbps. 

'DSX panel" is a cross-connect baylpanel used for the termination of  
equipment and facilities operating at digital rates. 

"Electronic File Transfer" refers to  any system/process which utilizes an 
electronic format and protocol to sendheceive data files. 

"Entrant Local Exchange Carrier" or "ELEC" means a LEC which is not the 
current or former Incumbent Local Exchange Carrier in any geographic 
area. 

"Exchange Message Record" or "EMR" is the standard used for exchange 
of telecommunications message Information among Local Exchange 
Carriers for billable, non-billable, sample, settlement and study data. 
EMR format is contained in BR-010-200-010 CRfS Exchange Message 
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Record, a Bellcore document which defines industry standards for 
exchange message records. 

0. "Exchange Service" refers to all basic access line, PBX trunk, 
Centrex/ESSX-like services, ISDN services, or any other services offered 
to  end users which provide end users with a telephonic connection to, 
and a unlque telephone number address on, the public switched 
telecommunications network, and which enable such end users to place 
or receive calls to all other stations on the public switched 
telecommunications network. 

"Incumbent Local Exchange Carrier" or "ILEC" means a LEC which is 
currently or was previously the exclusive LEC in a given geographic area. 

"Interconnection" means the connection of separate pieces of equipment, 
transmission facilities, etc., within, between or among networks. The 
architecture of interconnection may include several methods including, 
but not limited to  co-location arrangements and mid-fiber meet 
arrangements. 

P. 

Q. 

R. "lnterexchange Carrier" or "IXC" means a provider of stand-alone 
interexchange telecommunications services. 

"Interim Number Portability" or "INP" means the transparent delivery of 
Local Telephone Number Portability ("LTNP') capabilities, from a 
customer standpoint in terms of call completion, and from a carrier 
standpoint in terms of compensation, through the use. of existing and 
available call routing,  forwarding,^ and addressing capabilities. 

"ISDN" means Integrated Services Digital Network;' a switched network 
service providing and-to-end digital connectivity for the simultaneous 
transmission of  voice and data. Basic Rate Interface-ISDN (BRI-ISDN) 
provides for digital transmission of two 64 Kbps bearer channels and one 
16 Kbps data channel (2B+D). Primary Rate Interface-ISDN (PRI-ISDN) 
provides for digital transmission of twenty-three (23) 64 Kbps bearer 
channels and one 16 Kbps data channel (23 B+Dt. 

"Line Side" refers to  an end office switch connection that has been 
programmed to treat the circuit as a local line connected to a ordinary 
telephone station set. Line side connections offer only those 
transmission and signaling features appropriate for a connection between 
an end office and an ordinary telephone station set. 

"Link Element" or "Link" is a component of an Exchange Service; for 
purposes of general illustration, the "Link Element" is the tregsmission 

S. 

T. 

U. 

V. 
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facility (or channel or group of channels on such facility) which extends 
from a Main Distribution Frame, DSX-panel, or functionally comparable 
piece of equipment in an ILEC end office wire center, to  a demarcation 
or connector block inlat a customer's premises. Traditionally, links were 
provisioned as 2-wire or 4-wire copper pairs running from the end office 
distribution frame to the customer premise; however, a link may be 
provided via other media, including radio frequencies, as a channel on a 
high capacity feeder/distribution facility which may in turn be distributed 
from a node location to the customer premise via a copper or coax drop 
facility, etc. Links fall into the following categories: 

"2-wire analog voice grade links" will suppott analog transmission 
of 300-3000 Hz. repeat loop start or ground start seizure and 
disconnect in one direction (toward the end office switch), and 
repeat ringing in the other direction (toward the end user). This 
link is commonly used for local dial tone service. 

"Zwire ISDN digital grade links" will support digital transmission 
of two  64 Kbps bearer channels and one 16 Kbps data channel. 
This is a 2BeD basic rate interface Integrated Services Digital 
Network (BRI-ISDN) type of loop which will meet national ISDN 
standards. 

"4-wire DS-1 digital grade links" will support full duplex 
transmission of isochronous serial data at 1.544 Mbps. This T- 
1 IDS1 type of loop provides the equivalent of 24 voice grade/DSO 
channels. 

W. "Local Exchange Carrier" or "LEC" means any carrier that  provides 
facility-based Exchange Services utilizing a switch it owns or 
substantlally controls in conjunction with unique central office codes 
assigned directly to  tha t  carrier. This includes both Incumbent Local 
Exchange Carriers ("ILEC") and Entrant Local Exchange Carriers ("ELEC"). 

"Local Telephone Number Portability" or "LTNP" means the technical 
ability to enable an end user customer to  utilize its telephone number in 
conjunction with any exchange service provided by any Local Exchange 
Carrier operating within the geographic number plan area with which the 
customer's telephone number(s1 is associated, regardless of whether the 
customer's Chosen Local Exchange Carrier is the carrier which originally 
assigned the number to the customer, without penalty to  either the 
customer or Its chosen local exchange carrier, 

X. 

Plivileged & Confidemid 1 118196 
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Y. 

Z. 

AA. 

BE. 

cc. 

DD. 

EE. 

"Main Distribution Frame" or 'MDF" is the primary point at which outside 
plant facilities terminate within a wire center, for interconnection to other 
telecommunications facilities within the wire center. 

"Meet-Point Billing" or "MPB" refers to an arrangement whereby two  
LECs jointly provide the transport element of a switched access service 
to one of the LEC's end office switches, with each LEC receiving an 
appropriate share of the transport element revenues as defined by their 
effective access tariffs. 

"MECAB refers to  the Multiple Exchange Csrrier Access Billing IMECABI 
document prepared by the Billing Committee of the Ordering and Billing 
Forum (OBF), which functions under the auspices of the Carrier Liaison 
Committee (CLC) of the Alliance for Telecommunications Industry 
Solutions (ATIS). The MECAB document, published by Bellcore as 
Special Report SR-BDS-000983, contains the recommended guidelines 
for the billing of an access service provided by two or more LECs, or by 
one LEC in two or more states within a single LATA. 

"MECOD" refers to the Multiple Exchange Carriers Ordering and Design 
(MECOD) Guidelines for Access Services - Industry Support Interface, a 
document developed by the Ordering/Provisioning Committee under the 
auspices of the Ordering and Billing Forum (OBF), which functions under 
the auspices of the Carrier Liaison Committee (CLC) of the Altiance for 
Talecommunications Industry Solutions (ATIS). The MECOD document, 
published by Bellcore as Special Report SR STS-002643, establish 
methods for processing orders for access service which is to  be provided 
by two or more LECs. 

"Mid-Fiber Meet" is an interconnection architecture method whereby two 
carriers meet at  a fiber splice in a junction box. 

"NANP" means the "North American Numbering Plan", the system of 
telephone numbering employed in the United States, Canada, and the 
Caribbean countries which employ NPA 809. 

"Numbering Plan Area" or "NPA" is also sometimes referred to as an area 
code. This is the three digit indicator which is defined by the "A", "E", 
and "C" digits of each IO-digit telephone number within the North 
American Numbering Plan ("NANP"). Each NPA contains 800 possible 
NXX Codes. There are two general categories of NPA, "Geographic 
NPAs" and "Nan-Geographic NPAs". A "Geographic NPA" is associated 
with E defined geographic area, and ail telephone numbers bearlng such 
NPA are associated with services provided within that geographic area. 
A "Non-Geographic NPA", also known as a "Service Access Code" or 

PhYeged & ConffdsntM 1 1/8/95 
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"SAC Code" is typically associated with a specialized telecommunications 
sewice which may be provided across multiple geographic NPA areas; 
800, 900, 700, and 888 are examples of Non-Geographic NPAs. 

"NXX", "NXX Code", "Central Office Code" or "CO Code" is the three 
digit switch entity indicator which is defined by the "D", "E", and "F" 
digits of a 10-digit telephone number within the North American 
Numbering Pian ("NANP"). Each NXX Code contains 10,000 station 
numbers. Historicaliy, entire NXX code blocks have been assigned t o  
specific individual local exchange end office switches. 

"On-Una Transfer" means the transferring of an incoming call to  another 
telephone number without the call being disconnected. 

"Permanent Number Portability" or "PNP" means the use of a database 
solution to provide fully transparent LTNP for all customers and all 
providers without limitation. 

"Plain Old Telephone Service Traffic" or "POTS traffic" refers to  calls 
between two or more Exchange Service users, where both Exchange 
Servlces bear NPA-NXX designations associated with the same LATA or 
other authorized area (e.g., Extended Area Service Zones in adjacent 
LATAs). POTS traffic includes the traffic types that have been 
traditionally referred to as "local calling", as "extended area service 
IEAS)", and as "intraL4TA toll". 

FF. 

GG. 

HH. 

II. 

JJ. "Port Element" or "Port" is a component of an Exchange Service; for 
purposes of general illustration, the "Port" is a line card and associated 
perlpheral equipment on an ILEC end office switch which serves as the 
hardwere termination for the customer's exchange service on that switch 
and generates dial tone and provides the customer a pathway into the 
public switched talecommunications network. Each Port is typically 
associated with one for more) telephone nurnber(s1 which serves as the 
customer's network address. Port categories include: 

"2-wire analog line port" is a line side switch connection employed 
to provide bask residential and business type Exchange Services. 

"2-wire ISDN digital line port" is a Basic Rate Interface (BRI) line 
side switch Connection employed to  provide ISDN Exchange 
Services. 

"2-wire analog DID trunk port" is a direct inward dialing (DID) 
trunk side switch connection employed to  provide incoming trunk 
type Exchange Services. 
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"4-wire DS-1 digital DID trunk port" is a direct inward dialing (DiD) 
trunk side switch connection employed t o  provide the equivalent 
of 24 analog incoming trunk type Exchange Services. 

KK. 

LL. 

MM. 

NN. 

"4-wire ISDN digital DS-1 trunk port" is a Rimary Rate Interface 
(PRI) trunk side switch connection employed to provide the ISDN 
Exchange Services. 

'"Rate Center" means the specific geographic point and corresponding . 
geographic area which have been identified by a given LEC as being 
associated with a particular NPA-NXX code which has been assigned to 
the LEC for its provision of Exchange Services. The "rate center point" 
is the finite geographic point identified by a specific V&H coordinate, 
which is used to  measure distance-sensitive enduser traffic to/from 
Exchange Services bearing the particular NPA-NXX designation 
associated with the specific Rate Center. The "rate center area" is the 
exclusive geographic area which the LEC has identified as the area within 
which it will provide Exchange Services bearing the particular NPA-NXX 
designation associated with the specific Rate Center. The Rate Center 
point must be located within the Rate Center area. 

"Rating Point", sometimes also referred to as "Routing Point" means a 
location which a LEC has designated on its own network as the homing 
(routing) point for traffic inbound to  Exchange Services provided by the 
LEC which bear a certain NPA-NXX designation. Pursuant to Bellcore 
Practice BR 795-100-100, the Rating Point may be an "End Office" 
location, or a "LEC Consortium Point of Interconnection". Pursuant to 
tha? same Bellcore Practice, examples of the latter shall be designated by 
a common language location identifier (CLLI) code with (x)KD in positions 
9, 10, 11, where (XI may be any alphanumeric A-Z or 0-9. The Rating 
PointlRouting Point need not be the same as the Rate Center Point, nor 
must it be located within the Rate Center Area. 

"Reference of Calls" refers to  a process in which calls are routed to an 
announcement which states the new telephone number of ipn end user. 

"Service Control Point" or "SCP" is the node in the signaling network to 
which informational requests for service handling, such as routing, are 
directed and processed. The SCP is a real time database system that, 
based on a query from the SSP, performs subscriber or application- 
speciflc service logic. and then sends instructions beck to  the SSP on 
how to continue call processing. 
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00. "Signal Transfer Point" or "STP" performs a packet switching function 
that routes signaling messages among SSPs, SCPs and other STPs in 
order to set up calls and to  query databases for advanced services. 

"Synchronous Optical Network or "SONET" means ... 
"Switched Access Service" means the offering of facilities for the 
purpose of the origination or termination of non-POTS traffic to  or from 
Exchange Services offered in a given area. Switched Access Services 
include: Feature Group A, Feature Group 8, Feature Group D, 800 
access, and 900 access. 

"Trunk Side" refers to  a central office switch connection that is capable 
of, and has been programmed t o  treat the circuit as, connecting to 
another switching entity, for example a private branch exchange ("PBX") 
or another central office switch. Trunk side connections offer those 
transmission and signaling features appropriate for the connection of 
switching entities, and can not be used for the direct Connection of 
ordinary telephone station sets. 

"Wire Center" means a building or space within a building which serves 
as an aggregation point on a given carrier's network, where transmission 
facilities and circuits are connected or switched. 

PP. 

QQ. 

RR. 

SS. 

111. 

LECs shall interconnect their networks as necessary to effect the Co-Carrier 
Arrangements identified in Part5 V., VI., VII., and IX. Any two or more LECs 
shaii be free t o  employ whatever network interconnection architecture and at 
whatever points as the may mutually agree, provided that each LEC makes 
available the same arrangements to each other LEC operating within the same 
areas. Notwithstanding any mutual agreements which may be established 
between carriers regarding the architecture of network interconnection 
arrangements they may voluntarily establish between their networks, each LEC 
shall, upon request by any other LEC, minimally make available to  that LEC 
interconnection arrangements conforming to the default network interconnection 
architecture deflned below: 

A. In each LATA within which at least one ELEC provides Exchange Service, 
the ILEC wire center housing the ILEC tandem switch with the greatest 
traffic volume in the LATA shall be designated as the Default Network 
Interconnection Point ("D-NIP"). The D-NIP shall bathe point at which 
all LECs providing Exchange Services within the LATA shall have the right 
to interconnect to  all other LECs providing Exchange Services within the 

. LATA. 
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B. Where an ELEC and an ILEC interconnect a t  a D-NIP, ELEC shall have the 
right to  specify any of the following interconnection methods: 

1. a mid-fiber meet at the D-NIP, or in a manhole or other appropriate 
junction point near to or just outside the D-NIP; 

2. a digital cross-connection hand-off, DSX panel to  DSX panel, 
where both the ELEC and the ILEC maintain such facilities et the 
D-NIP; 

3. a co-location facility maintained by ELEC, or by a 3rd-party with 
whom ELEC has contracted for such purposes, a t  an ILEC wire 
center, where such wire center has been designated as the D-NIP; 
or 

4. a co-location facility maintained by ILEC, or by a 3rd-pafly with 
whom ILEC has contracted for such purposes, at an ELEC wire 
center, where such wire center has been designated as the D-NIP. 

C. In extending network interconnection facilities to tha D-NIP, ELEC shall 
have the right to  extend its own facilities or to  lease dark fiber facilities 
or digital transport facilities from ILEC or from any 3rd-party, subject to  
the following terms: 

1. Such leased facilities shall extend from any point designated by 
ELEC on its own network (including a co-location facility 
maintained by ELEC at an ILEC wire center) to the D-NIP or 
associated manhole or other appropriate junction point. 

2 .  Where ELEC leases such facilities from ILEC, ELEC shall have the 
right to  lease under the most favorable tariff or contract terms 
ILEC offers. 

D. Where an interconnection occurs via a co-location facility, no incremental 
cross-connection charges shall apply for the circuits required by this 
agreement. 

E. Upon reasonable notice, ELEC may change from one of the 
interconnection methods specified above, t o  one of the other methods 
specified above, with no penalty, conversion, or rollover charges. 

IV. URCE ARRAN- 

A. Nothing in this agreement shall be construed to  in any manner limit or 
otherwise adversely impact any LEC's right to employ or to  request and 
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be assigned any NANP number resources including, but not limited to, 
central office (NXXI codes pursuant to the Central Office Code 
Assignment Guidelines*. 

As contemplated by the Central Office Code Assignment Guidelines, each 
LEC shall designate within the geographic NPA with which each of its 
assigned NXX codes is associated, a Rate Center area within which it 
intends to  offer Exchange Services bearing that NPA-NXX designation, 
and a Rate Center point to serve as the measurement point for distance- 
sensitive traffic to/from the Exchange Sarvices bearing that NPA-NXX 
designation. 

B. 

~ 

C. Each LEC will also designate a Rating Point for each assigned NXX code. 
A LEC may designate one location within each Rate Center as the Rating 
Point for the NPA-NXXs associatad with that Rate Center; alternatively, 
the LEC may designate a single location wlthln one Rats Center t o  serve 
as the Rating Point for all the NPA-MXXs associated with that Rate 
Center and with one or more other Rate Centers served by the LEC within 
the same LATA. 

To the extent any ILEC serves as Central Office Code Administrator for 
a given region, the ILEC will support all other LEC requests related t o  
central office (NXX) code administration and assignments in an effective 
and timely manner. 

D. 

E. All LECs will comply with code administration requirements as prescribed 
by the Federal Communications Commission, the Public Service 
Commission, and accepted industry guidelines. 

F. It shall be the responsibility of each LEC to program and update its own 
switches and network systems to  recognize and route traffic to each 
other LEC's assigned NXX codes at all times. No LEC shall Impose any 
fees or charges whatsoever on any other LEC for such activities. 

1. Each ELEC may a t  Its sole option and discretion establish rneet- 
point billing arrangements with an ILEC in order to provide 
Switched Access Services to third parties via an ILEC access 
tandem switch. in accordance with the Meet-Point Billing 

Last published by the Industry Numbering Commlctes ('INC") as INC 95.0407.008, 
Revision 4/7/95, formerly ICCF 93-0729-010. 
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guidelines adopted by, and contained in the Ordering and Billing 
Forum's MECAB and MECOD documents, except as modified 
herein. 

2. Except in instances of capacity limitations, ILEC shall permit and 
enable ELEC to sub-tend the ILEC access tandem switch(es1 
nearest to the ELEC Rating Point(s) associated with the NPA- 
NXX(s) tolfrom which the Switched Access Services are homed. 
In instances of capacity iimitflion at a given access tandem 
switch, ELEC shall be allowed to sub-tend the next-nearest ILEC 
access tandem switch in which sufficient capacity is avsilable. 

Except in those instances where ELEC and ILEC have negotiated 
mutually-agreeable alternative network interconnection 
arrangements, interconnection for the meet-point arrangement 
shall occur at the D-NIP. 

3. 

4. Common channel signalling ("CCS") shall be utilized in conjunction 
with meet-point billing arrangements to  the extent such signaling 
is resident in the ILEC access tandem switch. 

5.  ELEC and ILEC will use their best reasonable efforts, individually 
and collectivaiy, t o  maintain provisions in their respective federal 
and state access tariffs, and/or provisions within the National 
Exchange Carrier Association ("NECA") Tariff No. 4, or any 
successor tariff, sufficient to reflect this meet-point billing 
arrangement, including meet-point billing percentages. 

6. As detailed in the MECAB document, ELEC and ILEC will in a 
timely fashion exchange all information necessary to  accurately, 
reliably and promptly bill third parties for Swltchsd Access 
Services traffic jointly handled by ELEC and ILEC via the meet- 
point arrangement.' information shall be exchanged in Electronic 
Message Record ("EMR") formet, on magnetic tape or via a 
mutually acceptable electronic file transfer protocol, 

ELEC and ILEC shall ernploy the calender month billing period for 
meet-point billing, and shall provids each other, at no charge, the 
Usage Data. 

7.  

Including. 0s ntcBssary. call detail records, inrerstatelintrastetm~intra~TA percent of 
use factors. carrier name and billing address, carrier identification codes, sawing wire center 
dcsignation. atc.. associated with such switched acceas traffic. 

3 
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0. Dmoensat iQo 

1. At ELEC's option, billing t o  3rd-parties' for the Switched Access 
Services jointly provided by ELEC and ILEC via the meet-point 
arrangement shall be according to the single-billlsingle tariff 
method, single-bill/multiple-tariff method, multiple-bilkingle-tariff 
method, or multiple-bill/multiple-tariff method. 

Switched Access charges t o  3rd-parties shall be calculated utilizing 
the rates specified in ELEC's and ILEC's respective federal and 
state access tariffs, in conjunction with the appropriate meet-point 
billing factors specified for each meet-point arrangement either in 
those tariffs or in the NECA No. 4 tariff. 

ELEC shall ba entitled t o  the balance of the switched access 
charge revenues associated with the jointly handled switched 
access traffic, less the amount of transport element charge 
revenues6 to which ILEC is entitled pursuant to the above- 
referenced tariff provisions. 

2 .  

3. 

4. Where ELEC specifies one of the singlebill methods, ILEC shall bill 
and collect from 3rd parties, promptly remitting t o  ELEC the total 
collected switched access charge revenues associated with the 
jointly-handled switched access traffic, less only the amount of 
transport element charge revenues to which ILEC is otherwise 
entitled. 

6. MPB will apply for all traffic bearing the 800, 888, or any other 
non-goographic NPA which may be likewise designated for such 
traffic in the futuro, where the responsible party is an IXC. In 
those situations where the responsible party for such traffic is a 
LEC, full switched acces6 rates will apply. 

VI. m R O C A L  TRAFFIC EXCH&NGE ARWN- 

A. 

LECs shall reciprocally terminate POTS calls originating on each others' 
networks. Except in those instances where two for more) LECs have 

Including any fururr ILEC raparate inrerexchenge subsidiaries. 

For purposes of clarification, this does not include the interconnection charge, which 

d 

is IO be rernitrrd to the end oftice providw, which In thil case would be ELEC. 

WviIeaed & Conti&wtia/ 1 118195 
Ree 13 
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negotiated mutually-agreeable alternative network interconnection 
arrangements, reciprocal traffic exchange shall occur as follows: 

1. LECs shall make available to each other interconnection facilities 
for the reciprocal exchange of POTS traffic at the D-NIP. The 
POTS reciprocal traffic exchange facllkiss established between any 
two  LECs shall be configured as two  separate trunk groups, 
whereby the first LEC shall utilize the first trunk group to terminate 
traffic to  the second LEC, and the second LEC shall utilize the 
second trunk group to  terminate traffic t o  the first LEC. 

3. 

2. The connections between the interconnection trunk qroups shall 
be made at a DS-1 or multiple DS-1 level (including SONET) and 
shall be jointly-engineered to an objective P.01 grade of service. 

Initial connections shall be made at an aggregate network level per 
DNIP, such that a single trunk group shall be established in each 
direction between the two LEC networks, unless otherwise agreed 
t o  by the two LECs. 

In those instances where the total traffic in either direction 
between the networks of two  LECs (other than the ILEC with the 
greatest traffic in the LATA) is less than 2,000,000 per month for 
a sustained period of six (6) months, the ILEC which carries the 
greatest amount of traffic within the LATA shall allow those two 
LECs to route traffic between their respective networks via the 
aggregate traffic exchange trunk groups each LEC maintains with 
the ILEC for the exchange of traffic with the ILEC. In such 
instances, ILEC shall route traffic between the two LECs as if the 
originating LEC network was a single switching entity within the 
ILEC's own network. 

4. Whenever the total traffic in either direction between discrete, 
switching entities in two separate LEC networks exceeds 
2,000,000, per month for a sustained period of three (3) months, 
disaggregated traffic exchange trunk group paths shall be 
established between those two switching entities at the option of 
either LEC. The intarconnection architecture shall be the same as 
tha t  which pertained for the aggregated connections. 

Each party shall deliver to  each other party POTS traffic at the D- 
NIP associated with the LATA in which the POTS traffic occurs. 

LECs will provide Common Channel Signalling (CCS) to  one 
another, where and as available, In conjunction with all traffic 

5. 

6. 

Privileged & Confio%nfia/ 1 118195 
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7. 

exchanged at the D-NIP. LECs will cooperate on the exchange of 
Transactional Capabilities Application Part (TCAP) messages to 
facilitate full interoperability of CCS-based features between their 
respective networks, including all CLASS features and functions. 
All CCS signalling parameters will be provided including automatic 
number identification (ANI), originating line information (OLI) 
calling party category, charge number, etc. All privacy indicators 
will be honored. Network signalling information such as Carrier 
Identification Parameter (CCS platform) and CIC/OZZ information 
(non-CCS environment) will be provided wherever such information 
is needed for call routing or billing. For traffic for which CCS is 
not available, in-band multi-frequency (MF), wink start, E&M 
channel-associated signalling with ANI will be forwarded. 

LECs shall establish company-wide CCS interconnections STP-to- 
STP. Such interconnections shall be made at the D-NIP, as 
necessary. 

8 .  Where any two LECs exchange traffic at the D-NIP, one LEC may 
request, and the second LEC shell provide within 60 days of 
receiving such request, a separated trunk group from the D-NIP to 
8 specific end office or tandem switching entity in the network of 
the second LEC, in that the first LEC may utilize such separated 
trunk group in order t o  both terminate POTS traffic to  points 
subtending that specific switch, and terminate and originate to 
such points non-POTS which would otherwise be terminated or 
originated to such switch via Feature Group ("FGD") Switched 
Access Services which the first LEC would otherwise purchase 
from the second LEC. All POTS traffic carried over such trunk 
group shall be subject solely to the Compensation arrangements 
specified below for POTS traffic. Ail non-POTS traffic carried over 
such trunk group shall be subject solely to  the applicable tariffed 
FGD Switched Access charges which would otherwise apply to 
such traffic, as described below. 

1. A POTS call handed-off at the D-NIP corresponding t o  the LATA 
in which the call occurs, shall be exchanged on an in-kind basis, 
with no charges. including CCS charges, applying in either 
direction. 

2. A POTS call which is muted between two LECs via the aggregate 
traffic exchange trunk groups which each LEC maintains between 
its own network and the network of the largest ILEC operating in 
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the LATA, shall be exchanged on an in-kind basis, with no charges 
applying in either direction between the two LECs at either end of 
the call. However, the LEC on whose network the call originated 
shall pay the ILEC the lesser of : (1) ILEC's interstate Switched 
Access Service per minute tandem ewitching rate element; (2) 
ILEC's intrastate Switched Access Service per minute tandem 
switching rate element; or (3) a per minute rate of  $0.002. 
Should non-POTS traffic be exchanged over such arrangements, 
in either direction, such traffic will be subject to the standard 
meet-paint billing compensation and procedures which would 
otherwise apply. 

FGD charges for non-POTS traffic carried together with POTS 
traffic over a separated trunk group shall be calculated as follows: 

3. 

a. FGD charges for non-POTS traffic shall be applied as if the 
D-NIP is the serving wire center for the FGD service. 

b. Non-POTS traffic which would otherwise be subject to 
originating FGD charges will be rated and billed according to 
procedures which otherwise apply for the rating and billing 
of originating FGD traffic. 

Non-POTS traffic which would otherwise be subject to  
terminating FGD charges will be rated and billed according 
to the procedures which otherwise apply for the rating and 
billing of terminating FGD traffic, with the following 
modifications: 

c. 

The initial written request for separated trunk groups 
to a specific switching entity shall include percentage 
of use factors for POTS traffic, intrastate non-POTS 
traffic, and interstate non-POTS traffic (the sum of 
which should equal 100%) the requesting (first) LEC 
expects to terminate over the separated trunk group. 

The initial estimated percentages shall be employed 
by the second LEC to rate and bill all traffic 
terminated over the separated trunk group, beginning 
on the date on which non-POTS traffic is initially 
terminated over over such trunk group, up to and 
including the last day of the calendar quarter 
following the quarter in which such terminations 
were initiated. 

Privileged & C o n e  1 1 I8195 
Paoe 16 
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(3) Beginning with the calendar quarter immediately 
following the calendar quarter in which termination of 
non-POTS traffic was initiated, the first LEC shall by 
the 45th day of each new calendar quarter provide to 
the second LEC the actual terminating traffic 
percentages from the immediately preceding calendar 
quarter shall be provided for application in the next 
following calendar quarter. The second LEC shall 
utilize these percentages in calculatlng the 
terminating traffic exchange charges, terminating 
intrastate FGD charges, and terminating Interstate 
FGD charges due from the first LEC. 

VII. N 

A. n FI FCs C o - m  II FC Wire Centa 

1. Descriatiqp 

ILEC will enable any two ELECs to  directly interconnect their 
respective networks, where both ELECs maintain co-location 
facilities at the same ILEC wire center, by effecting a cross- 
connection between those co-location facilities, as jointly directed 
by the two ELECs. 

2.  

For cross-connections between two ELEC co-location facilities in 
the same ILEC wire center, ILEC will charge each ELEC one-helf 
the standard tariffed special access cross-connect rate. 

1 .  

a. ELEC will interconnect to  the ILEC 9-1 -1 /E-9-1 -1 selective 
routers/gll tandems which serve the areas in which ELEC 
provides exchange services, for the provision of 9-1 -1 IE9-1- 
1 services and for access to all sub-tending Public Safety 
Answering Points ("PSAP"). ILEC will provide ELEC with 
the appropriate CLLl codes and specifications of the tandem 
serving area. 
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b. Except in those instances where ELEC and ILEC have 
negotiated mutually-agreeable alternative network 
interconnection arrangements, interconnection shall be 
made at the D-NIP. 

ILEC and ELEC will arrange for the automated input and 
daily updating of 9-1 -1 /E-9-1 -1 database information related 
to ELEC end users. ILEC will provide ELEC with the Master 
Street Address Guide (MSAG) so that ELEC can ensure the 
accuracy of the data transfer. Additionally, ILEC shall 
provide to ELEC the ten-digit POTS number for each PSAP 
that sub-tends each ILEC selective routcrl9-1-1 tandem to 
which ELEC is interconnected. 

ILEC will use its best efforts to facilitate the prompt, robust, 
reliable and efficient interconnection of ELEC systems to the 
9-1 -1 /E-9-1 - 1 platforms. 

c. 

d. 

2. 

No charges shall apply for the provision of 91 1 /E91 1 
services between ILECs and ELECs. 

C. Information Suyices B illino 

1. 

a. Except in those instances where ELEC and ILEC have 
negotiated mutually-agreeable alternative network 
interconnection arrangements, ELEC shall deliver 
information services traffic originated over ELEC's Exchange 
Services t o  information services provided ovar ILEC's 
information services platform 976) over the reciprocal 
traffic exchange trunk groups interconnected a t  the D-NIP 
designated by the ILEC for receipt of such traffic. 

b. ILEC will at  ELEC's optlon provide a direct real-time 
electronic feed or a daily or monthly magnetic tape in a 
mutually-specified format, listing the appropriate bllling 
listing and effective daily rate for each information service 
by telephone number. 

To the extent ELEC determines to provide a competitive 
information services platform, ILEC will cooperate with 
ELEC to  develop a LATA-wide NXX code(e) which ELEC 

c. 
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may use in conjunction with such platform. Additionally, 
ILEC shall route calls to such platform and ELEC will provide 
billing listing/daily rate information on terms reciprocal to  
those specified above. 

2. Comoansat[on 

a. ELEC will bill and collect from its end users the specific end 
user calling rates ILEC bills its own end users for such 
services, unless ELEC obtains tariff approval from the Public 
Service Commission I"PSC"1 specifically permitting ELEC to 
charge its end users a rate different then the rate set forth 
in ILEC's tariff for such services. 

ELEC will remit the full specified charges for such traffic 
each month to  ILEC, less 90.05 per minute, and less 
uncollectibles. 

b. 

c. In the event ELEC provides an information service platform, 
ILEC shall bill its end users and remit funds to ELEC on 
terms reciprocal to those specified above. 

istributioa D. -rv D . .  

1. 

The directory listings and distribution terms and rate specified in 
this section shall apply to listings of ELEC customer numbers 
falling wlthin NXX codes directly assigned to ELEC, and to listings 
of ELEC customer telephone numbers which are retained by ELEC 
pursuant to Local Telephone Number Portability Arrangements 
described bolo w. 

a. ILEC will include ELEC's customers' telephone numbers in 
its "White Pages" and "Yellow Pages" directon/ listings and 
directory assistance databases associated with the areas in 
which ELEC provides servlces to such customers, and will 
distribute such directories to such customers, in the 
identical and transparent manner in which it provides those 
functions for its own customers' telephone numbers. 

ELEC will provide ILEC with its directory listings and daily 
updates to those listings in in an industry-accepted format; 
ILEC will provide ELEC a magnetic tape or computer disk 
containing the proper format. 

b. 
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c. ELEC and ILEC will accord ELEC' directory listing 
information the same level of confidentiality which ILEC 
accords its own directory listing information, and ILEC shali 
ensure that access to ELEC's customer proprietary 
confidential directory information will be limited solely to 
those ILEC employees who are directly involved in the 
preparation of listings. 

+Y 
L. 

a. ILEC shall remit t o  ELEC a royalty payment for sales of  any 
bulk directory lists to third parties, where such lists include 
ELEC customer listings. 

Such royalty payments shall be in proportion to  the number 
of ELEC listings to  ILEC listings contained in the list 
purchased by the third party, less 10% which ILEC may 
retain as sales commission. 

b. 

E. 

Descnqtlpy! 
. .  

1. 

At ELEC' request, ILEC will: 

a. provide to ELEC operators or to  an ELEC-designated 
operator bureau on-line access to ILEC's directory 
assistance database, where such ~ C M S S  is identical to  the 
type of access ILEC's own directory assistance operators 
utilize in order t o  provide directory assistance services to 
ILEC end users: 

b. provide to ELEC unbranded directory assistance service 
ELEC which is comparable in every way to the directory 
assistance service ILEC makes available to its own end 
users; 

provide to ELEC directory assistance service under ELEC's 
brand which is comparable in every way to the directory 
aseistance service ILEC makes available to  its own end 
users; 

c. 

d. allow ELEC or an ELEC-designated operator bureau to 
license ILEC's directory assistance database for u8e in 
providing competitive directory assistance services: and/or 
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e. in conjunction with VII.E.l .b. or VII.E.l A, above, provide 
caller-optional directory assistance call completion service 
which is comparable in every way to the directory 
assistance call completion earvice ILEC makes available to  
i ts own end users. 

2. 

ILEC wlll charge ELEC Long Run Incremental Cost (LRIC)--based 
rates for the following functionality: 

a. $0.0- per directory assistance database query. 

b. 

c. 

d. 

e. 

$0.0- per unbranded directory assistance call. 

$0.0- per branded directory assistance call. 

S- for licensing of each directory assistanca database. 

$0.0- per use of caller-optional directory assistance call 
completion. (ILEC will provide calling and billing detail to  
ELEC in an acceptable format t o  ELEC for customer billing. 

F. Yellow P 

ILEC will work cooperatively with ELEC to ensure that Yellow Page 
advertisements purchased by customers who switch their service to 
ELEC (including customers utilizing ELEGassigned telephone numbers and 
ELEC customars utilizing co-carrier number forwarding) are maintained 
without interruption. ILEC will allow ELEC customers to purchase new 
yellow pages advertisements without discrimination, a t  non- 
discriminatory rates, terms and conditions. ILEC and ELEC will implement 
a commission program whereby ELEC may, at ELEC’s sole discretion, act 
as a sales, billing and collaction agent for Yellow Pages advertisements 
purchased by ELEC’s exchange service customers, 

G. Transfer of Ser- ltirrts 

When an end user customer changes from ILEC to  ELEC, or from ELEC 
to ILEC, and does not retain its original telaphone number, the party 
formerly providing service to the end user will provide a transfer of 
service announcement on the abandoned telephone number. This 
announcement will provide details on the new number to  be dlaled to 
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reach this customer. These arrangements will be provided reciprocally, 
free of charge to either the other carrier or the end user customer. 

H. Coord'- 1 

ELEC and ILEC wlll employ the following procedures for handling 
misdirected repair calls: 

1. 

2. 

3. 

ELEC and ILEC will educate their respective customers as to the 
correct telephone numbers to call in order to  access their 
respective repair bureaus. 

To the extent the correct provider can be determined, misdirected 
repair calls will be referred to  the proper provider of local exchange 
service in a caurteous manner, at no charge, and the end user will 
be provided the correct contact telephone number. Extraneous 
communications beyond the direct referral t o  the correct repair 
telephone number are strictly prohibitad. 

ELEC and ILEC will provide their respective repair contact numbers 
t o  one another on a reciprocal basis. 

. .  1. Busv L i n e n  and InterryOt 

1. 

Each LEC shall establish procedures whereby its operator bureau 
will coordinate with the operator bureaus of 'each other LEC 
operating in the LATA in order to provide Busy Line Verlfication 
("BLV") and Busy Line Verification and Interrupt ("BLVI") services 
on calls between their respective end users. RLV and BLVl 
inquiries between operator bureaus shall be routed over the 
Reciprocal Traffic Exchange Trunk groups. 

2. 

Each LEC shall equally and reciprocally compensate each other LEC 
for BLV and BLV! inquiries according to the following LRIC-based 
rates: 

BLV 

BLVl 

l z x b l k Y  

60.- 

$0.- 
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J. InformdDnPWSE 

ILEC will include in the "Information Pages" or comparable section of its 
White Pages Directories for areas ssrved by ELEC, listings provided by 
ELEC for ELEC's installation, repair and customer service and other 
Information. Such listings shall appear in the manner and likenesses as 
such information appears for subscribers of the ILEC and other LECs. 

K. 

ILEC will provide the ELEC with monthly updates of the ILEC's Operator 
Reference Database (ORDB) in electronic format at no charge to  enable 
ELECs t o  promptly respond to  emergency agencies (Le. fire, police, etc) 
in an timely fashion when emergencies occur. 

Vlll. - E X C H A N G E R -  

A. Pescri WiQp 

ILEC shell immediately unbundle all its Exchange Services into two 
separate packages: (1) link element plus cross-connect element; and (2) 
port element plus cross-connect element. The following link and port 
categories shall be provided: - 
2-wire analog voice grade 
2 wire ISDN digital grade 
4-wire DS-1 digital grade 

2-wire analog line 
2-wire ISDN digital line 
2-wire analog DID trunk 
4-wire DS-1 digital DID trunk 
4-wire ISDN DS-1 digital trunk 

ILEC shall unbundle and separately price and offer these elements such 
that ELEC will be able to lease and interconnect to  whichever of these 
unbundled elements ELEC requires, and to combine the ILEC-provided 
elements with any facilities and services that ELEC may itself provide, in 
order t o  efficiently offer telephone servlces to end users, pursuant to the 
following terms: 

1. Interconnection shall be achieved via co-location arrangements 
ELEC shall maintain at the wire center at  which the unbundled 
elements are resident. 

2.  At ELEC' discretion, each link or port element shall be delivered to 
the ELEC co-location arrangement over an individual 2-wire hand- 



3. 

4. 

off, in multiples of 24 over a digital DS-1 hand-off in any 
combination or order ELEC may specify, or through other 
technically feasible and economically comparable hand-off 
arrangements requested by ELEC (e.g., SONET STS-1 hand-off). 

All transport-based features, functions, service attributes, grades- 
of-service, install, maintenance and repair intervals which apply to 
the bundled setvice should apply to  unbundled links. 

All switchbased features, functions, service attributes, grades-of- 
service, and install, maintenance and repair intervals which apply 
t o  the bundled service should apply to  unbundled ports. 

5. ILEC will permit any customer to  convert its bundled service to  an 
unbundled service and assign such service to  ELEC, with no 
penalties, rollover, termination or conversion charges to  ELEC or 
the customer. 

6. ILEC will bill all unbundled facilities purchased by ELEC (either 
directly or by previous assignment by a customer) on a single 
consolidated statement per wire center. 

Where ILEC utilizes digital loop carrier ("DLC")6 technology to  
provision the link element of an bundled Exchange Service t o  an 
end user customer who subsequently determines to assign the link 
element t o  ELEC and receive Exchange Service from ELEC via such 
link, ILEC shall deliver such link to  ELEC on an unintegrated basis, 
pursuant to ELEC' chosen hand-off erchitecturs, without a 
degradation of end user service or feature availability. 

7. 

8. ILEC will permit ELEC t o  co-locate remote switching modules and 
associated equipment in conjunction with co-location 
arrangements ELEC maintains at an ILEC wire center, for the 
purpose of interconnecting to  urbundled link elements. 

ILEC shall provide ELEC with an appropriate on-line electronic file 
transfer arrangement by whtch ELEC may place, verify and receive 
confirmation on orders for unbundled elements, and issue and 
track trouble-ticket and repair requests associated with unbundled 
elements. 

9. 

E See, Hellcore TR-TSY-ooOOO8, Digital Interface 3e?wssn the SLC-96 Dgftal Loop Carrier 
System and Local Oighal Switch and TR-TSY-000303. lntegmred Digital Loop Carrier IIDLC) 
Requirwnents, Ob/oclives, and interface. 
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Prices for unbundled elements should be based on long run service 
incremental cost, should depart from cost in equal proportions, and 
should be imputed into the bundled service rates, such that the 
following pricing formulae are satisfied: 

PBlCB R PLiCL = m/CP = PC/cC 
and 

PB = PL + PP + PC 

QB = 

CB = 

PL = 
CL = 
PP - 
CP = 
Pc = 
cc = 

Price of the bundled service (including all 
applicable discounts). 
Long-run service incremental cost ("LRSIC") of 
the bundled service. 
Price of the unbundled link element. 
LRSlC of the unbundled link element. 
Price of the unbundled port element. 
LRSIC of the  unbundled port element. 
Price of the unbundled crosstonnect element. 
LRSIC of the unbundled cross-connect 
element. 

ILEC shall provide links and ports to  ELEC a t  the following monthly 
recurring rates: 

each when w e d  OVU: 

an individual a m  
7-wire hand-oft PSl hand& 

2-wire analog voice grade link s $ 
2 wire ISDN digital grade link 8 4 
4-wire DS-1 digital grade link $nla 5 7 

To be provided as a Special Access or Private Lins DS-1 Channel TetminationlLocal 
Distribution Channel, subject to the moat favorable tariff or contract terms for which ELEC is eligible, 
except in those situetions where: 
-- The ILEC offers its own end user customers e bundled DS-1 digital grade Exchange Service at 

a bundled rate which is ies6 than the sum of the unbundled &wire DS-1 digital DID trunk port 
rate and the most favorable Channel Termination/Local Distribution Channel rate for which 
ELEC is eligible. In such instances, the ILEC shall provlde &wire OS-1 digital grade links to 
ELEC at  e rate less than or equal to the price of the bundled DS1 dipital grade Exchange 
Service 1068 the unbundled 6wi re  DS-1 digital DID trunk port rate, Tor ELEC's UK in the 
provision of DS-1 digital grade Exchange Services. 

The ILEC offers i t 5  own end user customers a bundled DS-1 digital Orade Exchenga Service 
(continued ... ) 
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2-wire analog line port 6 6 
2-wire ISDN digital line port 8 $ 
2-wire analog DID trunk poR s s 
4-wire DS-1 digital DID trunk port 8 - n l a  8 
4-wire ISDN-PRI digital trunk port 8 n l a  s 
process for R e m f o r  Further ES sential F d  I 

.. . 
C. 

In the event that an ELEC identifies a new essential facility or function 
that would facilitate its provision of a competitive basic local exchange 
service offering, it shall submit a written request to  the Commission and 
the appropriate ILEC for the provision of that essential facility or function. 
This request shall contain the name of the requesting entity, the date of 
the request, and the specific type of unbundling requested. The ILEC 
shall file a tariff providing the new essential facility or function service 
offering within 60 days, or within 30 days it should file a statement with 
the Commission indicating why it would not be technologically practicable 
t o  provide the component as a separate service offering. Any provider 
whose request for the provision of an essential facility or function is 
denied or not acted upon in a timely manner may file a complaint in 
accordance with current Commission rules. 

1x. 

A. D e s c r i m  

ILEC and ELEC will provide Local Telephone Number Portability ("LTNP") 
on a reciprocal basis between their networks to enable each of their end 
user customers t o  utilize telephone numbers associated with an Exchange 
Service provided by one carrier, in conjunction an Exchange Service 
provided by the other carrier, upon the coordinated or simultaneous 
termination of the first Exchange Service and activation of the second 
Exchange Service. 

1. ELEC and ILEC will provide reciprocal LTNP immediately upon 
execution of this agreement via Interim Number Portability f"INP"1 
measures. ILEC and ELEC WIN migrate from INP to a database- 
driven Permanent Number Portability (" PNP") arrangement as soon 

7 (...continued) 
with performance specificarions (including, bur not limited to, installation intervals. service 
in te~a ls ,  service priority, bitarror rates, interruptionlavsilebility rates, quality or conditioning) 
superior TO that provided for Special Access or Private tine Channel Terminations/Locsl 
Distribution Channels. In such instances, tho ILEC ahali provide the same or bmsr perfomance 
oharacteristios to ELEC for all DS-1 digltal grade links ELEC purchasaa for use in the provlslon 
of DS-1 digital orade Exchanoe Services. 

1 118196 Privileged & ConWmtid 
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as practically possible, without interruption of service to their 
respective customers. 

2. INP shall operate as follows: 

a. A customer of Cerrier A elects to  become a customer of 
Carrier B. The customer elects to  utilize the origlnal 
telephone nurnberb) corresponding to  the Exchange 
Service(s1 it previously received from Carrier A, in 
conjunction with the Exchange Service(6) it will now receive 
from Carrier 8. Upon receipt of a signed letter of agency 
from the customer assiOning the number t o  Carrier 8, 
Carrier A will implement one of the following arrangements: 

(1) For the portability of telephone numbers which are 
a part of a DID number block, Corrier A will 
implement an arrangement whereby ail calls to  the 
original telephone number(s) will be forwarded to  a 
new telephone number(s) designated by Carrier B. 
Carrier A will route the forwarded traffic to  Carrier B 
via the mutual traffic exchange arrangements, as If 
the call had originated from the original telephone 
number and terminated to  the new telephone 
number. 

For the portability of telephone numbers which are 
part of a DID number block, Carrier A will provide 
Carrier B an aggregated, digital DS-1 or higher grade 
DID trunk group at each D-NIP (interface t o  be 
achieved in the same manner as the traffic exchange 
trunk groups at each 0-NIP), such that all Inbound 
traffic to ported DID numbers will be delivered to 
Carrier B over this digital DID trunk facility. In order 
for a customer to port its DID numbers from Carrier 
A to  Carrier 8, the customer will be required t o  
assign entire 2Pnumber DID blocks to Carrier B. 

(2) 

b. Carrier B will become the customer of record for the original 
Carrier A telephone numbers subject to the INP 
arrangements. Carrier A will provide Carrier B a single 
.consolidated master billing statement for all collect, calling 
card, and 3rd-number billed calls associated with those 
numbers, with aub-account detail by retained number. A t  
Carrier 6's sole discretion, such billing statement shall be 

Riviieged & confiifenw 1 1/8/96 
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- 
delivered in real time via an agreed-upon electronic data 
transfer, or via daily or monthly magnetic tape. 

Carrier A will update its Line Information Database ("LIDB") 
listings for retained numbers, and restrict or cancel calling 
cards associeted with those forwarded numbers, as directed 
by Carrier 6. 

Within two (2) business days of receiving notification from 
the customer, Carrier B shall notify Carrier A of the 
customer's terminalon of service with Carrier B, and shall 
further notify Carrier A as to the Customer's instructions 
regarding its telephone number(s). Carrier A will cancel the 
INP arrangements for the customer's telephone numberb). 
If the Customer has chosen t o  retain its telephone 
number(s1 for use in conjunction with Exchange Services 
provided by Carrier A or by another LEC which participates 
in INP arrangements with Carrier A, Carrier A will 
simultaneously transition the number(s1 to the customer's 
preferred carrier. 

c. 

d. 

3. Under either an INP or PNP arrangement, ELEC and I L K  will 
implement a process to  coordinate LTNP cut-overs with 
Unbundled Link conversions (as described in Paragreph VIII., 
above). ELEC and ILEC pledge to use their best efforts to ensure 
that LTNP arrangements will not be utilized in instances where a 
customer changes locations and would otherwise be unable to 
retain its number without subscribing to  foreign exchange service. 

B. 

1. ELEC and ILEC shall provide LTNP (either INP or PNP) 
arrangements to  one another at no charge, except for authorized 
collect, calling card and 3rd-number billed calls billed to  the 
retained numbers. However, for all traffic forwarded between 
ELEC and ILEC in the manner described above, reciprocal 
compensation charges (pursuant t o  paragraph VI., above) and 
Switched Access charges (pursuant to each carrier's respective 
access tariffs). for POTS traffic and non-POTS traffic, respedlvely, 
shall be passed through as if the caller had directly dialed the new 
telephone number. 

In INP arrangements. in order t o  effect this pass-through of 
reciprocal compensation and Switched Access charges to which 
each carrler would otherwise have been antitied if the ported 

2. 
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traffic had been directly dialed to the new number, each carrier will 
be required t o  classify and include ported traffic in its quarterly 
percentage of use reports as POTS, intrastate non-POTS, or 
interstate non-POTS. 

X. OF THE PA- 

A. ILEC and ELEC agree to  treat each other fairly, non-discriminatorily, and 
equally for all items Included in this agreement, or related to  the support 
of items included in this agreement. 

ELEC and ILEC will work cooperatively to minimize fraud associated with 
3rd-number billed calls, calling card calls, or any other services related to 
this agreement. 

6. 

C. ELEC and ILEC agree to promptlv exchange all necessary records for the 
proper billing of all traffic. 

D. For network expansion, ELEC and ILEC will review angineering 
requirements on a quarterly basis and establish forecasts for trunk 
utilization. New trunk groups will be implemented as dictated by 
engineering requirements for both ILEC and ELEC. ILEC and ELEC are 
required t o  provide each other the proper call information (e.g., originated 
call party number and destination call patty number, CIC, 022, etc.) to 
enable each company to bill in a complete and timely fashion. 

E. There will be no re-arrangement, reconfiguration, disconnect, or other 
non-recurring fees associated with the initial reconfiguration of each 
carrier’s traffic exchange arrangements upon execution of this 
agreement, other than the cost of establishing a new co-location 
arrangement where one does not already exist. 

F. ILEC shall assess no crosstonnect fee on ELEC where ELEC establishes 
a meet-point billing connection, a D-NIP interconnection, or accesses a 
91 1 or E91 1 port through a co-location arrangement at a lLEC wire 
center. 

ELEC and ILEC agree to provide service to  each other on the terms defined in 
this agreement until superseded by another agreement or until standard 
arrangements are approved by the Public Service Commission. whichever occurs 
first. By mutual agreement, ELEC and ILEC may amend this agreement t o  
extend the term of this agreement. Also by mutual agreement, ILEC and ELEC 
may jointly petition the appropriate regulatow bodies for permission to  have 
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XII. 

XIII. 

XIV. 

xv . 

this agreement supersede any future standardized agreements or rules such 
regulators might adopt or approve. 

lNSTALLATlON 

ILEC and ELEC shall effectuate all the terms of this agreement by within 90 
days upon execution of this agreement. 

ANQ MANAGEMEFlT 

ELEC and ILEC will work cooperatively to install and maintain 21 reliable network. 
ELEC end ILEC will exchange appropriate information t u ,  maintenance contact 
numbers, network information, information required to  comply with law 
enforcement and other security agencies of the Government, etc.) to achieve 
this desired reliability. 

ELEC and ILEC will work cooperatively to apply sound network management 
principles by invoking network management controls to  alleviate or to prevent 
congestion. 

If, at  any time while this agreement is in effect, either of the parties to this 
agreement provides arrangements similar to  those described herein to a third 
party operating within tha same LATAs (including associated Extended Area 
Service Zones in adjacent LATAs) as for which this agreement applies, on terms 
different from those available under this agreement (provided that the third party 
is authorized to provide local exchange servicesl, then the other party to this 
agreement may opt to adopt the rates, terms. and conditions offered to  the third 
pany for its own reciprocal arrangements with t he  first pany. This option may 
be exercised by delivering written notice to the first party. The party exercising 
its option under this paragraph must continue to  provide servicee to  the first 
party as required by this agreement, subject either to  the rates, terms, and 
conditions applicable to the third party or to the rates, terms, and conditions of 
this agreement, whichever is more favorable to  the first party. 

: S 

Neither ELEC nor ILEC shall impose cancellation charges upon each other. 

[to be inserted] 
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[to be insetted1 
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Each of the signatories below agree to abide by the terms of this stipuletion and 
agreement. 

Bell South Telecommunications Date 

Metropolitan Fiber Systems of Florida, Inc. Date 
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Tallahassee, Florida 32301-7733 

ofthe Southern States, Inc. (TI741) 
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ALSO PREBBMT: 

LANS CHASE, FPSC Division of Communications. 
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B T I P I J L A T I O I  

IT IS STIPULATED that this deposition 

was taken pursuant to notice in accordance with the 

applicable Florida Rules of Civil Procedure; that 

objections, except as to the form of the question, 

are reserved until hearing in this cause; and that 

reading and signing was not waived. 

IT IS ALSO STIPULATED that any 

off-the-record conversations are with the consent 

of the deponent. 

I 
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TINOTEX T. DEVI= 

appeared as a witness and, after being duly sworn by 

the court reporter, testified as follows: 

EIUINATIo31 

BY US. CANZANO: 

Q Good afternoon. Please state your name and 

business address for the record. 

A Timothy T. Davine, XFS Communications 

Company Inc., 6 Concourse Parkway, Suite 2100, 

Atlanta Georgia 30328-5351. 

Q I have just a few questions to ask you in 

Docket 950984, which is the resale and unbundling 

docket. Did you file testimony in that docket? 

A Yes, I did. 

Q 

testimony? 

Are there any exhibits attached to that 

A Yes. 

Q Okay. 

US. CANZANO: Do you agree to the usual 

stipulations? 

WR. PALVEY: Yes. 

Q (By Mr. Canzano) Please explain and define 

your concept of unbundling. 

A 

generally? 

Are you referring to any testimony or just 

FLORIDA PUBLIC @MICE COMMISSION 
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Q Just generally. 

A Generally, MFS defines unbundling to include 

in addition to just, you know, like loop concentration 

multiplexing, also a lot of the other things that are 

in the interconnection docket. 

this docket really what we would be talking about 

would be the loop facility from the customer premise 

demarcation point back to the serving wire center, and 

from the serving wire center back to wherever our 

network interface would be to the incumbent LEC, and 

any associated multiplexing or transmission between us 

and the customer through the LEC. 

But for purposes of 

So it would include -- since the LECs 
currently have things like multiplexers and like 

subscriber line concentrators in the network. It 

would include things like that, too. 

Q One of the unbundled elements you are 

requesting is digital loop carrier systems and you 

call it the D E ?  

A Yes. 

Q Explain exactly what MFS is requesting as 

far as access to this equipment? 

A Well, when we're looking at unbundling 

things that we're requesting, one is just a simple, 

you know, voice grade cross-connect, and that would be 
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like a two-wire voice grade, a four-wire voice grade, 

a digital grade facility for ISDN capability, which I 

think requires just additional coiling in the circuit, 

and then a DS1 digital grade. 

In terms of concentration -- so those are 
like the interfaces to the loops and different kinds 

of actual transmission loops. 

Secondly, we'd like to get concentration 

from BellSouth, and actually they've, you know, 

provided me a proposal, in Georgia, for a loop 

concentration, and that would be MFS cross-connecting 

a DS1 to Bellsouth's digital loop carrier. And then 

BellSouth has digital loop carriers in their network, 

they concentrate unbundled loops. 

a DS1 goes into a digital loop carrier, and that in 

the output of the digital loop carrier at the central 

office or in a building you have -- but really we're 
just interested in digital loop carrier, really, at 

the central office -- you have multiple outputs. 
generally you can do like a four-to-one concentration. 

So you have 96 loops that would go in from unbundled 

loops out to customer premises and they'd go into that 

digital loop carrier, and then a DS1 would go over to 

MFS . 

So what you have is 

And 

So it's typical of standard equipment that 
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BellSouth has in its network and we use them primarily 

in our network, too. Kind of a form of multiplexing 

really. 

Q -e you requesting that m c  technicians 
have access to this equipment? 

ii What we propose is a couple of different 

things. One is through virtual collocation. We want 

to be able to do virtual collocation and let's say buy 

our equipment and then work out a virtual collocation 

new arrangement with Bell where it will be in the Bell 

CO and designated to us. 

So when it comes to digital loop carriers , 

there's real two things. 

collocation, we'll want a digital loop carrier that 

would be dedicated to us that we'd do regular virtual 

collocation like we do now with the multiplexers, the 

optical multiplexers. 

carrier is dedicated to MFS, and MFS is going to pay 

for the maintenance, leasing, whatever on that loop 

carrier, and we'll have remote telemetry into that 

digital loop carrier 80 then we can do remote testing 

and loopbacks and all those kind of things. 

One is through virtual 

We'd say that digital loop 

SO that's the case where we're using our own 

digital loop carrier with BellSouth through 

collocation, under the same terms and conditions as 

FLORIDA PUBLIC SERVICE COMMISSION 
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collocation, which is we can do remote testing and 

stuf f . 
Q 

collocation. 

I want to just clear up a point on the 

A But that's just one of them. There's a 

second part to the answer, too. 

Q Okay. Go ahead. 

A The other one is that Bell is going to lease 

us concentration on a digital loop carrier, SO that 

digital loop carrier, on a T-1 basis buying 

concentration and then we connect to the loops, that's 

something they proposed to me in Georgia, so I think 

it would be workable in Florida, too. 

Q When you're talking about collocation and 

virtual collocation, I just want to clear up, are you 

aware of the Florida Commission's expanding 

interconnection order? 

A I haven't seen it, no. 

Q Are you aware that basically the Commission 

says it's okay to have virtual collocation but you 

could only have physical collocation if the LEC offers 

it. So when you're talking about virtual collocation, 

you're saying that you own the equipment in the CO or 

are you saying that the LEC owns the equipment? 

A It would be under -- I think the LEC retains 
FLORIDA PUBLIC SERVICE COMMISSION 
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title on the virtual collocation. I used to -- I 
started doing collocation back in '89 when it first 

started, and I haven't been as closely involved in the 

last three years. 

But it would be the same way that it's done 

now for an potical multiplexer. I think maybe we'd 

buy it and we'd give them title to it and then we 

would pay them for maintenance and stuff. 

every state is a little different. 

I think 

Q I just want to make sure that we're clear on 

that? 

A It would be the same way that it's done now 

for the virtual collocation optical multiplexer. 

propose the same things for the digital loop carriers, 

so it would have to be equipment they are familiar 

with and can do maintenance on it or we pay to get 

them trained on it or whatever. So the one way -- in 
that case, we'd get access to the equipment to do 

testing. 

We 

And a digital loop carrier really is a 

former multiplexer doing like time division 

multiplexing and frequency division multiplexing at 

the same time, I think, and that's how you can do the 

concentration and grab the signal. 

And then the other way that just Bell, just 
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like they lease multiplexing, I know in their 

testimony they talk about leasing standard 

multiplexing. 

multiplexing we'd want them to lease concentration 

with the digital loop carriers that are in their Cos. 

So we pay. let's just say for illustration, $100 a 

month €or the digital loop carrier €or the DS1 

capability and then we pay on a per-channel basis for 

that concentration, and then we connect that to the 

unbundled loops. 

Other than just voice grade connections to them are 

DS1 connections. 

In addition to leasing standard 

So those would be the two ways. 

Q You state in your testimony that prices €or 

unbundled elements should be based on long run 

incremental cost: is that correct? 

A Yes. 

Q How do you propose each unbundled element 

that you are requesting be rated? 

A Be rated? You mean -- 
Q Like flat LEC rated or measured or a 

combination? 

A Well, I think there's a lot of history that 

shows that the loops and things like this are all 

nontraffic sensitive, so, you know, it would be -- 
Q Are you trying to say that it should be flat 

FLORIDA PUBLIC S V CE COMMISSION fi t  
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rated -- 
A Yeah. If a loop is $9 or whatever it is, 

it's $9. 

Q So in each element of that you think should 

be -- 
A On a flat rated basis. I think that makes 

sense. 1 m e a n ,  they are nontraffic sensitive costs; 

they are not traffic sensitive, I know. The PCC's -- 
there's tons of history on that. 

there's any precedent in the state of Florida for it. 

I don't know if 

Q Have other commissions officially recognized 

MFS as a eo-carrier? 

A Yes. In terms of certification? 

Q Yes. 

A Yes. We have been certified in I think it's 

up to maybe 15 states or thereabouts. 

Q 

A I could try. 

Q Subject to check. 

A My counsel could probably assist me, if 

Could you name the states? 

that's okay, but I'll try to take a stab at it. New 

York, Massachusetts, Connecticut, Pennsylvania, 

Maryland, Georgia, Florida, Texas, Illinois, 

Washington, Ohio, -- there's a couple more. 

Q You don't have to name them all. That's 
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okay. We just wanted to get an idea. 

Could you explain the significance of 

co-carriers status? 

A The significance? 

Q Uh-huh. 

A Like how -- I guess what do you mean by -- 
Q Versus is it the same as being an ALEC, is 

it the same -- do you have the same obligations and 
responsibilities as an incumbent LEC does? 

A I think, you know, the whole concept as we 

define as co-carrier is to, you know, reciprocal 

interconnection and things like that. In terms of 

things like unbundled loops and things like that, we 

look at in terms of essential facilities. I mean 

whether it's interconnection or unbundling, the LEC 

controls essential facilities. 

Q So you're saying there is a difference 

between a LEC and a co-carrier? 

A I mean in terns of general interconnection 

and, you know, terms and conditions and things like 

that, the concept, you know, that we, you know, pushed 

is in terms of, you know, co-carrier of terms and 

conditions and things like that, and reciprocity tot 

most things. 

In terms of unbundling, you know, we 
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wouldn't feel, since we don't have battleneck 

facilities or bottleneck essential facilities, we're 

obligated to do everything the LEC is doing, because 

we don't have essential facilities. So I mean, I 

guess, that's kind of our thought with that when it 

comes to unbundling. 

Q I'm going to go back to the expanded 

interconnection. This is just a question I had. When 

you were discussing expanded interconnection on 

Page 15 of your direct testimony, on Line 13 you refer 

to substantive Rule 23.92. I just wanted to know to 

what you are referring. 

A Okay. Page 15. 

Q Page 15, Line 13. 

A I don't actually remember. I guess it would 

be. 

Q Would it be from a different state at the 

federal level? 

A Yeah. That's what it could be. 

MR. FALVEY: If I could offer a solution, 

maybe we can clarify that when we put the testimony 

into evidence at the hearing. 

ns. CANZANO: Okay. That Sound8 good. 

MR. FALVEY: With a typographical 

correction. 
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Commission has issued an expanded interconnection 

order? 

A No, not specifically, other than you're 

telling me that you said that -- earlier, I think, you 
mentioned it. 

Q I just was trying to read this in the 

context of the paragraph, because it said "We expanded 

interconnection arrangements offered pursuant to 

substantive Rule 23.92." 

offering it pursuant to our order -- 
So I didn't know if you were 

A Yeah. I think this is really in the context 

of, you know, there's collocation right now and that 

this would be something that we'd want that's not 

inconsistent with collocation. 

I know there was some confusion about remote 

switching modules, blah, blah, blah. I think 

BellSouth, in their testimony, there was some 

confusion that came out of ours, but digital loop 

carriers are concentration multiplexing-type devices 

and they are not switching devices. So as far as 1 

know, what we want to do is not inconsistent with 

virtual collocation. In fact, we're doing this right 

now in terms of putting digital loop carriers of our 

own in collocation. We're doing it in Connecticut. 

We can do it in Massachusetts, New York; with 
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Rodchester Telephone in Rodchester, in California with 

Pacific Bell. Ameritech is trialing it with us; they 

told us they will do it. 

with us, trialing it. We're doing it with them. 

So what we're wanting to do, put our digital 

loop carriers, or at least digital loop carriers 

dedicated to us through virtual collocation is not 

inconsistent with any current federal interconnection 

policies. 

Florida are consistent with the federal ones, they 

wouldn't be inconsistent with the Florida ones. And 

as a standard practice in the industry, a lot of RBOCs 

have said they are willing to do it and they are doing 

it with us. 

Bell Atlantic is working 

And I imagine if the state policies in 

Q On Page 19 of your direct testimony, on 

Lines 15 through 18, you state that BellSouth should 

permit any customer to convert its bundled service to 

an unbundled service and assign such service to WFS 

with no penalties, rollover, termination or conversion 

charges to UF'S or the customer. 

To your knowledge would the LEC incur costs 

associated with rollover, termination or conversion in 

that situation? 

A Well, what this really gets at, they may 

incur costs. If some -- let's say if somebody has an 
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existing dial tone with BellSouth and they decided 

they want to switch to MS, and let's say we have 

collocation at that wire center, we don't want to be 

charged like the full install charge, an install 

circuit as though it's like a new circuit. So if they 

have a fee for like a service order charge and maybe a 

connection charge at the central office, we'd be 

willing to pay those kind of charges. But we don't 

want to have to pay, you know, a whole new 

installation charge or some additional rollover 

charge. 

I don't know if it happened in Florida but 

when 1 was involved in collocation, 1 know at the 

federal level a lot of RBOCs were charged like big 

additional fees of let's say an IXC wanted to roll 

circuits to a new entrant, kind of as a deterrent, if 

they have a cost to do a service order charge and 

rewiring, you know, we're going to pay that. 

one of the other things this gets to is we 

feel there should be a fresh look on local service, 

and if somebody has a contract with BellSouth for 

local service, just as with long distance people got 

to switch carriers when it first came out, equal 

access, and with intraLATA presubscription when that 

hits in Florida, they are also going to have an 
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opportunity, that we feel customers should also have a 

opportunity for local service, too. 

Because what we found in a lot of States is 

a LEC, before competition comes in, they go and sign a 

bunch of long-term contracts to lock customers in 

before the new entrants get a chance to get in 

business, which makes it harder. They never get a 

choice because the competition is not there yet but -- 
Q So in other words, the LEC could be 

compensated by MFS for some parts of the cost, for 

certain parts? 

A Yeah. I think when they develop their 

rates, there should be a charge if someone is getting 

a new circuit. So if I'm buying an unbundled voice 

grade channel, they should break them down like they 

probably do now in their tariffs, if they have to send 

a technician out to the customer prem, there might be 

a customer pram visit -- this is how most LECs do it. 
So if there is a customer prem visit, there might be a 

circuit installation charge if it's a new circuit and 

there might be a CO connection charge or service order 

charge. So we'd be willing to pay the charges 

associated with the costs they incur for those 

elements that would apply. How it works in, lika, New 

York is we prewire all of our connections from their 
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main distribution frame in the wire center over to our 

collocation point of termination, our POT bay, and 

those are all prewired. And then we just pay, if it's 

an existing customer, service overcharge for the, you 

know, connectivity to actually process electronically 

to the central office connection. So I believe 

BellSouth has proposed -- well they are proposing 
their full special access rates which don't relate to 

what we're really interested in buying. 

be some -- if there are some costs, we're going to pay 

the costs incurred for it. 

There would 

Q So you are clarifying your response in your 

testimony a little bit? 

A Yes, I would think that's true. 

Q Okay. Are you familiar with BellSouth's 

witnesses testimony, Mr. Scheye? 

A Yes. Not verbatim but I did go through it 

if you have specific questions. 

Q Do you have a copy of his testimony w i t h  

you, hie direct testimony? 

A I believe so. Yes. 

Q Please refer to Page 5, Lines 14 through 21. 

Hr. Scheye proposes that ALECs buy channel 

multiplexing and transport from BellSouth's special 

access tariff. Explain why this is or is not 
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acceptable. 

A Well, I think, you know, channel 

multiplexing, you know, could, you know, or should be 

one of the options. 

technical, in terms of their cost structure, I don't 

agree at all, but in terms of -- Bell uses digital 
loop carriers in their network and we asked them some 

interrogatories, and I would think if their network is 

anything like any other LEC in the U.S. they have 

digital loop carriers permanently in their network. 

That that should be one of the options. 

it's anything unique or weird or hard to do. 

as I mentioned earlier, they gave me a proposal in 

Georgia for digital loop carrier concentration. 

But there are, in terms of the 

It's not like 

In fact, 

So in terms of channel multiplexing, that 

should be one of the options, at least technically, if 

some carriers might be interested in buying that and 

they do offer channel multiplexing and that should 

continue to be an option. Associated transport, I 

guess I have to understand better. Well, they are 

just deferring to their tariffs in all of this. 

Q Do you have a problem with having to 

purchase it out of their tariff? 

A Well, I think we don't -- in terms of what, 
the channel multiplexing? 
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Q Yes. Well, either? 

A Not the channel multiplexing. The 

associated transport, we don't have a real strong 

position with that at this time probably, the 

associated transport. so I guess that would be like 

let's say I don't have collocation at the wire center 

and I were buying an interoffice DS1 through them, I 

guess we don't have a real position at this point on 

that. But in terms of the channel multiplexing, you 

know, their channel multiplexing prices are based on 

special access and private line, so they're assuming 

somebody is buying the special access and private line 

associated with that. 

for different customers, different application, 

different scenario. 

So I mean it's really suited 

If we're trying to go in and offer, you 

know, flat-rate service, as I mentioned XFS doesn't 

generally focus on residential customers but let's say 

if somebody like MCI Metro wants to focus on a 

residence customer base, because they already have a 

lot of residence customers, if they are competing 

against local flat rated service, and they are paying, 

you know, channel multiplexing charges or associated 

transport, which, you know, takes a lot of 

contribution, then it's going to be hard when you get 
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down to the per channel rates; what they are actually 

charging. 

utilization; 

utilization; throw maybe a cross-connect fee on there; 

W o w  the unbundled loop fee on there, if you add all 

of those up, chances are the monthly cost to, let's 

say, an MCI Metro or MFS is probably about the same or 

more than what BellSouth charges for flat rate local 

service for residences. 

the squeeze scenario. 

If you take a multiplexer and assume X 

take the transport and assume X 

So that's where you get into 

Q When you say the "squeeze scenario" could 

you be more specific about that? 

A Yeah, when you're going to -- let's say if, 

you know, MFS is coming into the market, you have to 

add up all of your components that you need to get 

into business. Certainly because a lot of new 

entrants don't have extensive networks at this point 

and they have their infrastructures in place. I know 

we have been in business in Florida for several years 

and we keep growing our networks but it takes a long 

time to come close to how big the LEC network is. You 

don't have connectivity to every building in the Metro 

area, 80 we're going to rely heavily on Bell loop 

facilities. 

the total cost of what you have to be able to provide 

And you have to take into consideration 
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a competitive service, competitive alternative, to a 

customer. 

So one of the things you have to look at is, 

you know, the loop, because you have to get a loop to 

the customer. 

your network to the Bell network to get to that loop. 

You know, you may or may not have to buy, you know, 

multiplexing concentration interoffice mileage 

transport to get to, you know, the CO where there's 

the loop and the concentration. 

costs. You're also going to have costs, you know, for 

911 and Directory Assistance and all those other kind 

of things, and you add up all of those and the cost -- 
let's say if there's a per-minute rate to terminate 

and originate calls -- you have to just make sure when 
you add up all those costs we're not paying them more 

than what they charge their end user. 

So one of the things that's been brought up 

You're going to have to cross-connect 

You add up all those 

in a lot of states is maybe like different forms of 

imputation should be imposed upon the LEC -- if it'n a 

per-minute rate for local, you know, for reciprocal 

compensation, you take the originating cost, the 

terminating cost, plus costs for billing and 

collection, those all have to be added into the LEC 

rate. And if you're talking about loops, you know, 
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you might want to look at things as we propose in our 

testimony, I believe, it's like the loop cross-connect 

and the port, and see how that goes against the LEC 

end UP- raten. 

I guess the whole consent we're always 

pushing, whether it is interconnection or bundling is 

we're wholesale providers and we want to keep a low 

case structure down to enable new entrants to have 

lower prices for their services. 

Q Please refer to Mr. Scheye's direct 

testimony on Page 15, Lines 3 through 24. Basically 

Hr. Scheye states that % o o p  concentration is a new 

service and not an unbundled service, and, therefore, 

BellSouth should not be required to offer it to the 

ALECs." Do you agree or disagree? 

A I guess I have two points to make on that. 

One, I disagree because, you know, digital loop 

carriers are an inherent part of their current network 

structure, loop structure. And secondly, as I 

mentioned here earlier, BellSouth actually provided me 

a proposal for loop concentration in Georgia. So that 

it's rather ironic that it's -- you know, they don't 
want to state that they'll offer in testimony, but in 

business discussions they've actually provided me 

rates for concentration. 
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Q Also refer to Mr. Scheye's direct testimony 

on Page 4. Lines 12 through 23, Page 4. 

A In direct. 

Q In direct testimony. Mr. scheye proposes 

that ALECs use BellSouth's special access local 

channels for the unbundled voice grade local loops. 

Could you explain why this is or is not acceptable to 

WPS? 

A It would not be acceptable to us for many 

reasons. But 1'11 tell you from actual experience, in 

New York, effective July let, 1994, NYNEX was to have 

available and they had effective in their tariff 

unbundled loops. They had tariffed -- they were 
ordered by the Commission to have unbundled loops 

tariffed July lst, 1994. And when I started to work 

in our regulatory group in the New York area, we were 

trying to buy unbundled loops since it was in the 

tariff. And NYNEX, it took them about ten months to 

start to provision unbundled loops after I had to work 

closely with NYNEX and the Commission, and the 

Commission basically sent them a letter telling them 

they were slowing competition, because it was in their 

tariff and they are under order. 

So in the interim in advance of unbundaled 

loops, NYNEX suggested, "Well, why don't we use 
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private line and special access facilities. I'll give 

you the unbundled loop rate and we'll use private line 

and special access facilities in the interim." And it 

was a total mess. 

stopped proactively selling local service in New York 

because you have to do -- when you go to an existing 
customer, if they have existing dial tone with, let's 

say, Bellsouth, if they are going to want to go to MFS 

or MCI or somebody, all you have to do is roll the 

customer over at the central office, which is a lot 

easier than going out -- with a private line you have 
to go and disconnect the circuit, you have to install 

a new circuit, you have to have a technician out at 

the customer prem, you have to coordinate that 

rollover with somebody at the central office. If it's 

a customer -- most customers have vendors, even small 
customers, so a customer will have to hire a vendor to 

come out to coordinate the connections and the wiring. 

It just becomes a mess. Because when it is an 

existing unbundled loop, it takes less time. 

Generally you don't have to send a technician out to 

the customer premise, we find, doing it in New York. 

We have more unbundled loops than any other carrier in 

the U. S. right now. With UYUEX in New York we 

probably have well over a thousand operating. It's 

It was such a mess that we really 
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just night and day. 

takes longer to roll a customer. 

special access circuits, I don't know what they are in 

BellSouth territory, but most LECs, you know, it takes 

two or three weeks to get a private line or a special 

acces8 circuit generally. 

bUSine8S dial tone or residence dial tone it's a 

ratter of a few days, maybe five days at the most. 

the interval is longer, more customer hassel, more 

coordination -- in our company, more coordination than 
the LEC's company, you're bringing in a lot of costs 

and things that you don't really need. So 

operationally, it's something that is totally 

unacceptable. And then from a economic standpoint, if 

you look at prices for special access and private 

line, those prices are priced considerably higher than 

their cost, and they are priced under a different 

construct of, you know, that their intended use is 

for. 

penetration of competition if those were the rates 

that would be in place, so -- 

You have a lot more manpower; it 

The interval for 

You know when you Order 

So 

I don't think you're going to have a lot more 

Q Are you familiar with an agreement between 

Bellsouth and FCTA and other parties in this docket 

and a number of other dockets at the Commission? 

A Yes. 
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Q 

A It's very unacceptable to us. 

Q 

A Yes. I have it now, thank you. 

Q 

Is this acceptable or unacceptable to you? 

Do you have a copy of that agreement? 

Generally what do you find unacceptable with 

regards to unbundling, and, also, when you get to the 

section specifically, which provisions are 

unacceptable? 

A It doesn't address any operational or 

technical issues at all. It just really refers to the 

special access, I mean, tariffs. I just -- I was kind 
of surprised how somebody could agree to something 

without very much information about it in there. 

I know generally the cable industry has not 

been real interested in purchasing unbundled loops 

from LECs. So for one, I was suprised they would even 

stipulate to something like that. I don't see what 

their interest is. 

unbundled loops if they are not interested in them, 

and especially want to close out a docket on it. 

doesn't address -- as I said, we want to be able to 
cross-connect two-wire circuits, four-wire circuits, 

ISDN digital grade circuits, which are basically the 

same technical thing except some coilings added to the 

Circuits gives it a capability so we can run ISDN on 

Why they would want to stipulate 

It 
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it, you know, DS1 like PBX trunks. We want to be able 

to also, through virtual collocation, use digital loop 

carrier equipment at the wire center. And then 

thirdly, we want to buy loop concentration from 

BellSouth to have them doing the multiplexing 

concentration. So I don't know. It doesn't address 

any of those things. And then they agreed to the 

special access rates. 

When I first saw, you know, rough blush, I'm 

like, okay, well, cable TV companies aren't interested 

in loops, and this is a way for them to try to think 

they can stop a docket from happening and agree to 

rates that would make it more difficult for people to 

compete against them. So I didn't think it was 

appropriate, but everybody has their interest and you 

have to respect them, I guess. 

Q Specifically, and you may have already 

addressed this, what's your concern with the special 

access rates applied to unbundling? 

A I think if you look simplistically, if you 

just look at the special access rates, I believe it's 

around $25 do $30 per month. It would be very 

difficult to get a residence or small business 

customer -- I mean, I talked to them about that price 
squeeze earlier. I mean, if you take the $30 and if, 
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let's say -- I don't have the numbers with me, but I 
think like single line business can be around -- start 
at around $30 in some places in Florida for flat-rate 

service, and residence, I think, i s ,  you know, M y b e  

two or three times less than that. I don't have the 

actual numbers, but I know they're at least around $30 

or significantly less, depending upon the service, and 

right there that would put a big squeeze. 

not going to have a lot of residential competition 

other than the cable TV companies. 

know, currently technically you still can't do 

telephony and cable TV on a coaxial cable, the 

equipment that's out there now. I mean, the companies 

are still doing trials but I know we have a sister 

company that still can't get it to work and I think 

Time Warner and others -- I know in Rodchester, New 
York, they have been trying to do it for a year. 

Uaybe it works now. 

So you're 

And from what I 

In the statute it talks about residential 

competition. You know, it will be a lot harder to 

have it if people are paying $30 for loops because us 

new entrants don't have the distribution network the 

LECs have. 

for residence Service in the state of Florida if loops 

were priced at $30. 

So you really won't have much competition 
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Q 

A 

How would you propose to price those loops? 

We would propose that they be on long run 

incremental cost. What we would want is to take the 

direct incremental cost of the loop that goes from, 

you know, the customer premise demarc point to the 

wire center and calculate it out. I don't know if 

BellSouth even has any LRIC cost studies they've ever 

done. If they haven't done any, you know, the Staff 

might want to do, as they did with interim number 

portability, and have a suggested, like, interim rate 

and require BellSouth to file cost studies that would 

be based on LRIC. And you know, when you say LRIC or 

TSLRIC or everything, I think it really gets at what 

are the elements in LRIC or in TSLRIC. 

and common cost is going to be in there? 

what are all those factors. 

How much joint 

You know, 

One of our big considerations, I mean the 

LECs, a lot of them, I know in Conneticutt SNET was 

trying say that they had, like, pole costs in there, 

they had just all kinds of costs in there. 

Commission actually ordered interim rates that are 

below what SNET proposed. 

And the 

I think for a loop, in the 

Metro area, is a little over $10. And they ordered 

SNET to file cost studies so the Staff could go 

through, and the Commission, and determine, you know, 
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what should the actual elements be and what 'level of 

contribution should come from joint and common Costs 

or from the direct incremental costs. 

I'm not an economist and I don't want to 

pretend to be one, but it doesn't seem that -- if 
there's extra contribution or contribution from areas 

that shouldn't be able to be recovered in the loop, 

that that's not appropriate. 

lot of unused plant, too. 

generally overbuilt. 

to be buying unbundled loops, and if the market in 

general as Bell -- I know in the universal service 
document they filed some study saying that the Florida 

market was going to grow a lot -- they might not 
get -- we might take a customer from them, but they 
are going to get more minutes and more customers 

themselves because the market is growing. We're still 

going to be buying a loop from them oftentimes. They 

have that plant that is sitting there and this is just 

better utilization of the plant. SO incrementally 

their costs could possibly go down for loops in the 

state Of Florida because they will have economies of 

scale in their facilities. 

Certainly the LEC has a 

I mean the LEC network is 

So if a lot of people are going 

Q Are there any other provisions in this 

agreement that you find unacceptable with regards 
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to -- 
A With regards to loops? The unbundling 

docket hasn't really been defined just to be like the 

loop essential facility element kind of thing, okay, 

in terms of that. I mean, we're interested in things 

that I mentioned to you. You know, all of the RBOCs 

we've approached about doing what we want to do have 

said yes. 

Florida that other FtBOCs have. 

So we just want to do the same thing in 

Q For example? 

A That's cross-connecting, voice grade, using 

our digital loop carriers for concentration -- US 
doing our own concentration through collocation, and 

the LEC doing concentration for us, SO those are 

things that we want to do, especially since -- I mean 
BellSouth seems willing to do it. I think we just -- 
we weren't able to come to terms in negotiation 

without doing concentration. 

an all-or-nothing kind of thing. 

they are open to doing it because they have proposed 

it in Georgia. 

So it was kind of like 

So I think maybe 

HS. CANZANO: Well, Staff has no further 

questions. Nancy, do you have any questions? 

MS. WHITE: Yes, I have a few. 
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BY MS. WHITE: 

Q 

asked you. 

Again I'll start with some of the ones Staff 

You say XFFS had been certified as a 

co-carrier in approximately 15 states. 

or the certification proceeding, did they specifically 

term MFS to be a co-carrier? 

language? 

In the orders 

Did they use that 

A 

different. 

they say. I think every state defines it and uses a 

different word but the general definition is that 

you're a peer or co-carrier with the incumbent LEC. 

Q You stated, I believe, in your discussion 

I think every state has defined it a little 

Some states are local exchange carriers 

with Staff that cable TV is not generally interested 

in local loops. 

A Well, I just -- 
Q I ' m  just looking for what the basis of that 

statement is. 

A I haven't seen -- in proceedings I have 
been involved I haven't really seen in testimony any 

indication that really shows that they are real 

interested in loops. And I have had numerous 

conversations with people that work in the cable 
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industry that have told me that. I mean they have 

their own loop facilities and I know it's commonly 

known in the market that they want to package 

telephone service and cable TV service, you know, to 

customers on their facilities. So I think that's 

commonly understood in the industry. 

Q And that's why they don't need the local 

loop, are not interested in the local loop? 

A Well, I would gather that that would be the 

reason why. 

investment, why would you want to have to buy 

something from someone else if you don't need it. 

I mean if you have your own network 

I believe you also testified that in New 

York, on an initial basis, you tried to use private 

line and special access lines as unbundled loops? 

Yes. 

Did that occur -- have you been ordered to 
or agreed to the use of those types of lines in other 

N o t  that I'm aware of. I mean a lot of 

have ordered unbundled loops to be available in 

ner that we're interested in. From what I 

ellSouth is the first LEC to propose really 

access and private line in a proceeding. 

I believe you also made a statement to the 
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effect that the LEC network was overbuilt? 

A Generally there's a lot of unused capacity 

in the LEC network. 

Q What is the basis of that statement with 

regard to BellSouth? Do you have any Studies or -- 
A I don't have any particular data but I think 

So they might have asked in interrogatory about that. 

maybe we'll have information on that in a week or so. 

Q Would you agree that it's good business 

policy to build your network so that you have 

additional capacity? 

A Excuse me. That you have what? 

Q Additional capacity; that you're not 

building it just to fit in the customers you have but 

to accommodate future ones? 

A I would think that you would forecast your 

business and try to build it based on your forecast. 

So if that meant building for future customers, that 

would make sense. 

Q And I believe you also stated that LECs, 

local exchange companies in other states, have agreed 

to what M S  is requesting with regard to unbundling. 

Have other local exchange companies agreed to it or is 

it a mixture of ones who have agreed to it and been 

ordered to do it by a commission? 
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ordered to do it by a commission? 

A I'd say both. In terms of the digital -- 
Q I'd like to go through some of those 

states -- 
HR. FALVEY: I'm sorry, Nancy. I don't 

think he was finished with his answer. If you could 

let him -- 
Q I 'm sorry. 

A In terms of digital loop carriers, where we 

have physical collocation it has not been an issue at 

all, and that's in New York, Connecticut, California, 

and then in places where we have virtual collocation, 

Ameritech and Bell Atlantic have been cooperating with 

us very well, and we've actually done trials with them 

and 1 think it's close to full implementation. 

Q Okay. Now, one of the states that you were 

certificated in is New York, and I believe you may 

have said in your testimony, your written testimony or 

in your deposition today, that NYNEX is agreeable or 

either agreeable or has been ordered to allow direct 

connection between collocated companies? 

A Yes. They were ordered do that by the New 

York Commission. 

Q Okay. Can you tell me -- is that priced on 
a flat rate basis or an usage sensitive basis? 
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A 

Q Right. 

A At a collocated wire center. 

Q Right. 

A 

Q 

A No, I don't know off the top of my head, but 

TO just cross-connect between two carriers? 

It's just flat rated cross-connect. 

Do you know what the rate is for New York? 

I think it's in like the $5 range for a DS1. 

Q Are there any other states that have 

required that or any other states where the local 

exchange companies have agreed to that? 

A I don't know because I really focus on my 

states. I know that case just because I was involved 

in it initially. 

Q All right. 

A There may be others. I can't keep track of 

50 states. 

Q Excuse me just a minute. I'm looking over 

my notes. (Pause) 

MS. WHITE: All right, I think that's all I 

have. 

MS. CANZANO: Do any other parties have any 

other questions? 

HR. FALVEY: I have two real quick -- 
MS. WHITE: I'm sorry, I do have one more, 
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if that's okay. 

Q In any state that MFs is operational in, has 

MFS been ordered by the Commission or has MFS agreed 

to unbundle the pieces of its network? 

A Not that I s p a  aware of. I know we have never 

been ordered to and I'r not aware of if we've agreed 

to unbundle. 

Q Are you aware if you have been asked by 

anyone to unbundle? 

A Not that I'm aware of. 

MS. WHITE: All right. Thank you. I'm 

sorry. That's all. 

&Et. FALVEY: Just two quick follow ups. 

E.IWII(ATIOIS 

BY MR. PALVEY: 

Q Is MFS also certificated in Michigan -- 
A Yes. 

Q -- in addition to the states you listed. 
Yes. 

Is it true there may be others that you just 

weren't able to recollect on the spot, other states 

that MFS is certificated in? 

A Yes. 

Q And in the list of elements that contribute 

to what you consider to be a price squeeze, is number 
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portability charges, is that an additional charge that 

may also factor in? 

A Yes. Because that would be a cost that we 

would incur for most of our subscribers because most 

would like to keep their phone numbers. 

1IR. FfiVEY: That's it. 

MS. CANZANO: I believe that concludes our 

deposition. 

MS. WHITE: Thank you, Mr. Devine. I hope 

you get back to Atlanta today. 

(!&position concluded at 2:lO p.m.) 

- - - - -  
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This is to certify that I, TIMOTHY T. DEVINE 
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1995, in Docket No. 950984-TP, and find the same to 

be true and correct, with the exceptions, and/or 

corrections, if any, as shown on the errata sheet 
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CERTIFICATE OF OATH 

I, the undersigned authority, certify 

that TIMOTHY T. DEVINE personally appeared before me 

and was duly sworn. 

WITNESS my hand and official seal this 
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BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

In re: Resolution of Petition@) to establish ) 
nondiscriminatory rates, tenus, and Docket No. 950984-TP 
conditions for resale 
involving local exchange companies and ) Filed: January 3,1996 
alternative local exchange companies 

statutes 
pursuant to Section 364.161, Florida 1 

METROPOLITAN FIBER SYSTEMS OF FLORIDA, INC. RESPONSES TO 
STAFF'S FIRST SET OF INTERROGATORIES 

Metropolitan Fiber Systems of Florida, Inc. ("MFS") hereby responds to Staff's First 

Set of Interrogatories. 

REQUEST: 

DATED: December 12,1995 

ITEM: 

Staff Interrogatories, Set No. 1 

1. Please provide a detailed outline of your proposed unbundhglresale 
agreements with Southern Bell. 

Have the parties agreed on any specific items? If so, what items? 

What specific items remain at issue? 

Of the items which remain at issue, which would MFS-FL characterize 
as contentious? 

A detailed outline of the MFS-FL proposed i n t e r n d o n  and 
unbundling agreements with Southern Bell, dated September 11, 1995, is 
attached to my unbundling direct testimony as part of Exhibit TTD-1. 
The portion addressing unbundled loops and ports is at pages 21-23. A 
more recent version of this proposed agreement. dated November 8, 
1995, is attached to my unbundling direct testimony as Exhibit TTW. 
The portion addressing unbundled loops and ports is at pages 23-26 of 
this later version. MFS-FL has since offered to Southern Bell the tern 
of its affiliate's agreement with Pacific Bell. This agreement is attached 
to my unbundling rebuttal testimony as Exhibit TTDJ . 

a. 

b. 

C. 

RESPONSE: 1. 



METROPOLITAN FIBER SYSTEMS OF FLORIDA, INC. RESPONSES TO STAFF'S 
FIRST SET OF INTERROGATORIES 

DOCKET NO. 95098eTP 

a. None. Despite the fact that MFS-FL affiiiates have negotiated 
interumnection agreements in Massachusetts, ConnccticUt, New 
York, and most recently in California, the Southern Bell 
insistence on including universal service in any interconnection 
agreement - which pursuant to the intent of the Legislature is 
being decided in a separate docket - has made it impossible for 
MFS-FL to come to terms with Southern Bell on any issue. 

b. Due to Southern Bell's insistence until very recently on including 
universal service in any interconnection agreement, all 
unbundling items remain at issue. 

The most contentious issues are the types of loops, ports, and 
digital loop carriers that will be unbundled, and the rates for 
those unbundled elements. 

. 

c. 

RESPONDENT: Timothy Devine. 
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REQUEST: 

DATED: Dccember 12,1995 

Staff Interrogatories, Set No. 1 

ITEM: 2. If you were able to negotiate unbundled elements and rates for the 
elements, how soon would you be able to provide service to your target 
customers? 

RESPONSE: If Southern Bell were cooperative with respect to operational issues, MFS-FL 
could begin providing service to its target customers within a matter of months. 

RESPONDENT: Timothy Devine. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: Dccembcr 12,1995 

ITEM: 3. Do you think Bellsouth is being unnasonable in its negotiations? If so, 
why? Please be specific and identify any documentation suppOrting your 
claims. 

RESPONSE: Yes. Prior to the filing of this Petition, BellSouth would not come to an 
agreement on MY interconnection or unbundling issue absent an agreement on 
universal service. Therefore, while the parties appeared to be in agreement on 
certain issues, no formal agreement was reached on any issue. The opportunit~ 
for an agreement on a subset of unbundling issues -- such as an agreement that 
at least certain loops or ports would be provided -- was squandered by 
BellSouth's insistence on addressing universal service in these unbundling 
negotiations. BellSouth, by including the issue of universal service in 
unbundling negotiations, was not only unreasonable, but directly contravened 
the intent of the Legislature. The statute states that negotiations shall address 
the unbundling of "all of its network features, functions, and capabilities, 
including access to signaling databases, systems and routing processes . . . " 
Fla. Stat. 8 364.161(1). The Legislature deliberately addressed the issue of an 
interim universal service mechanism separately (Fla. Stat. 8 364.125). as 
reflected by the separate docket opened by the Commission, and the separate 
decision reached by the Commission in that docket. By linking universal service 
and unbundling, BellSouth is flouting the intent of the Legislature. 

Recently, MFS-FL offered BellSouth the terms of the intercorntion 
and unbundling agreement that its affiliate concluded with Pacific Bell in 
California which is attached to my rebuttal testimony at Exhibit TTD-5. 
BellSouth, however, would not consider an agreement on these terms. 
BellSouth offered only the vaguely worded agreement signed by certain other 
parties to the interconnection docket. This agreement provides virtually no 
detail on the issue of unbundling and is therefore entirely unacceptable. 

BellSouth has also raised the possibility of an agreement with MFS-FL 
that does not address universal service. However, in recent negotiations, 
BellSouth still has not offered acceptable arrangements with respect to the 
fundamental issues of the types of elements to be unbundled, and the rates at 
which unbundled elements will be offered. 
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Doamentation demonstrating the fact that agreement might have been 
possible on certain issues if not for BellSouth's unreasonable focus on universal 
service are attached to my direct testimony at Exhibits TTD-1 ami TTD-2, and 
my rebuttal testimony at Exhibit ITD-5. 

RESPONDENT: Timothy Devine. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: December 12,1995 

ITEM: 4. Does VS-FL have any unbundling andlor resale arrangements with any 
local exchange companies in other jurisdictions? 

RESPONSE: Yes. An affiliate of MFS-FL has unbundling andlor resale arrangements with 
Pacific Bell in California, as detailed in the agreement attached as Exhibit TTD- 
5 to my rebuttal testimony. The Michigan Public Service Commission has also 
ordered unbundled loops, priced at T S W C  ($8 per month per business line; 
$11 per month per residence line). In the m e r  of application of Cify Signal, 
Inc., for an order establishing and approving interconnection arrangements 
with Ameritech Michigan, Case No. U-10647, Opinion and Order at 32-63, 
Ordering 11 C and D (Feb. 23, 1995). An affiliate of MFS-FL has an 
agreement with New Engaland Telephone for unbundled loops in 
Massachusetts. Interim Co-Carrier Agreement at 7 (April 14, 1995) (provided 
to Staff in response to Document Requests in this docket). A Connecticut 
affiliate of MFS-FL has an agreement with Southern New England Telephone 
covering unbundling and resale. DPUC Investigation into the Unbundling of 
the Southern New England Telephone Conpany 's Local Telecommunications 
Network, Docket No. 94-10-02, Decision, Unbundling and Resale Stipulation 
attached to Decision (Sept. 22, 1995). An MFS affiliate is also a party to a 
separate unbundling docket, Docket No. 95-06-17, in which a draft order was 
recently issued. Application of the Southern New England Tekphone Compcury, 
Docket No. 95-06-17, Draft Decision (Dec. 20, 1995). In New York, the 
Commission has ordered l i  unbundling. Re Compara6ly Elficient 
Interconnection Arrangements for Residential and Business Links, Case No. 91- 
C-1174, Order, 152 PUR 4th (May 25. 1994). In a more recent decision in the 
same case, the New York Commission set rates for unbundled elements at 
incremental cost. Order Considering Loop Resale and Links and Ports Pricing 
(Nov. 1, 1995). The Illinois Commerce Commission has likewise ordered 
unbundled loops. Illinois Bell Tekphone Gnnany Proposed Introduction of a 
trial of Ameritech's Customers First P h  in Illinois. Order at 38-61. 134-35 
(April 7. 1995). The Washington Utilities and Transportation Commission has 
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also ordered loop unbundling. Wmhington Utilities rurd Tronrportotion Commission v. U S 
West ~rnnuuu*c&'ons, Inc., Docket No. UT-941464, Fourth Supplemental Order Rejecting 
Tariff Filings and Orderiug Refiling, Granting Complaints, In part, at 47-53 (Oct. 31, 1995). 

RESPONDENT: Timothy Devine. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: 

ITEM: 

December 12.1995 

5.  If staffs Interrogatory No. 4 is mwered in the affirmative, please 
identify any and all unbundling andlor resale arrangements reflected in 
tariffs filed with the appropriate public utility regulatory agency. 

RESPONSE: The unbundling arrangements in the following states are reflected in tariffs: 
Connecticut, Illinois, Michigan, and New York. 

RESPONDENT: Timothy Devine. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: December 12,1995 

ITEM: 6. If Staffs Interrogatory No. 4 is answered in the affirmative, please 
identify any and all unbundling and/or resale arrangements which are 
based on a written contractual agreement, other than those identified in 
MFS-FL's response to Staffs Interrogatory No. 5. 

RESPONSE: The unbundling and/ or resale arrangements in the following states are based on 
written contractual agreements: Massachusetts, Connecticut, and California. 

RESPONDENT: Timothy Devine. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: December 12,1995 

ITEM: 7. What specific elements of Be11South's lrctwoTk should be made available 
to MFS-FL on an unbundled basis? 

RESPONSE: The network access line portion of local exchange service can be represented as 
being comprised of two key components: the loop, or "link," which provides the 
transmission path between the customer and the local exchange central office, and 
the "port," which represents the interface to the switch, and the capability to 
originate and terminate calls. Unbundling the local loop consists of physically 
unbundling the link and port elements, and pricing them on an economically 
viable basis. 

Specifically, BellSouth should immediately unbundle all of its 
Exchange services into two separate packages: the link element plus cross- 
connect element and the port element plus cross-connect element. 
MFS-FL seeks unbundled access and interconnection to the following 
forms of unbundled links: (1) 2-wire analog voice grade, also known as a 
"simple' link, which is simply a path for voice-grade service h m  an end 
user's premises to the central office; (2) 2-wire ISDN digital grade; and (3) 
4-wire DS-1 digital grade. MFS-FL also requests that the following 
forms of unbundled ports be made available: (1) 2-wire analog l i e ;  (2) 2- 
wire ISDN digital line; (3) 2-wire analog DID trunk, (4) 4-wire DS-1 
digital DID trunk, and (5) 4-wire ISDN DS-1 digital trunk. 

In order for MFS-FL to efficiently offer telephone services to end 
users, BellSouth should unbundle and separately price and offer these 
elements such that MFS-FL will be able to lease and interconnect to 
whichever of these unbundled elements MFS-FL requires and to combine 
the BellSouth-provided elements with facilities and services that MFS-FL 
may provide itself. 

MFS-FL also seeks unbundled access and interconnection to the l i  
subelements that are resident in the modem digital loop carrier ("DLC") systems 
(which provide concentration) that LECs have begun to deploy in lieu of copper 
pair links. These DLC systems typically involve three main sub-elements: (1) a 
digital transport distribution facility operating at 1.544 Mbps ("DSl"), or 
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multiples thereof, extending from the LEC end office Win center to a point 
somewhere in the LEC network (this point could be a manhole, pedestal, or even a 
telephone closet in a large building); (2) digital loop carrier terminal equipment 
housed in the manhole, pedestal, telephone closet, etc., at which the DSl 
terminates and which derives from the DSI facility 24 or more voice grade 
telephonic channels; and (3) copper pair feeder/drop facilities (lines) extending 
fkom the DLC terminal to a demarcation/conn&r block at various customers' 
prrmiSeS.  

To the extent these or similar systems are employed in BellSouth's 
network, MFS-FL should be allowed to interconnect to the unbundled 
subelements of these systems, where technically feasible and where capacity 
allows. This further unbundling of the links into digital distribution and voice- 
grade feededdrop sub-elements is necessary in order to ensure that the quality of 
links MFS-FL leases from the BellSouth is equal to the quality of links that 
BellSouth provide directly to end users. 

Essentially, MFS-FL would seek to lease as one element, the DS1-rate 
digital distribution facility and DLC terminal, and to ]case as discrete incremental 
elements individual channels on voice-grade feeder/drop facilities. MFS-FL 
would expect to interconnect to the DSI distribution facility at the BellSouth end 
office (via expanded interconnection arrangements offered pursuant to 
Substantive Rule 5 23.92), but would also consider arrangements pursuant to 
which it could interconnect at other points. The generic interface for the DLC- 
type arrangements is described in Bellcore TR-TSY-000008, 

SLC-96 D P t d  SW . .  . .  I&, and 

and MFS-E's Ericsson switch is compatible with these 
- 1 )  . .  TR-TSY-000303, IDLC") . .  

standards. 

MFS-FL is also requesting to be able to place its own digital loop carrier 
in BellSouth's central office and to be able to cross-connect unbundled elements 
to MFS-FL's digital loop carrier in a virtual collocation arrangement. 

RESPONDENT: Timothy Devine. 
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REQUEST: 

DATED: December 12,1995 

Staff Interrogatories. Set No. 1 

ITEM: 9. What are the appropriate technical arrangements for the provision of 
each unbundled element identified in the response to Staffs 
Interrogatory No. 7? 

RESPONSE: See definitions of 'Link Element" or 'Link" and 'Port Element" or 'Port" in 
the MFS-FL Florida Co-Carrier Stipulation and Agreement dated November 8, 
1995 (Exhibit TTD-4) at pages 4-5 and 7-8 respectively. (Additional copies 
attached.) As to digital loop carrier technical arrangements, see Bellcore TR- 
TSY-000008, Digital Interface Between the SLC-96 Digital Loop Carrier @stem 
and Local Digital Switch, and TR-TSY-000303, Integrated Digital Loop Carrier 
("IDLC'I) Requirements, Objectives and Interface. MFS-FL, as stated in response 
to Interrogatory No. 7, is also requesting to be able to place its own digital loop 
carrier in BellSouth's central office and to be able to cross-connect unbundled 
elements to MFS-FL's digital loop carrier in a virtual collocation arrangement. 

RESPONDENT: Timothy Devine. 
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0. 

P. 

0. 

R. 

S. 

T. 

U. 

Recod, a Bellcore document which defines industry standards for 
exchange message records. 

"Exchange Service" refers to  all basic access line, PBX trunk, 
CentrexESSX-like services, ISDN services, or any other services offered 
t o  end users which provide end users with a telephonic connection to, 
and a unique telephone number address on, the public switched 
telecommunications natwork, and which enable such end users to  place 
or receive calls to  all other stations on the public switched 
telecommunications natwork. 

"Incumbent Local Exchange Carrier" or "ILEC" means a LEC which is 
currently or was previously the exclusive LEC in a given geographic area. 

"Interconnection" means the connection of separate pieces of equipment, 
transmission facilities, etc., within, between or among networks. The 
architecture of interconnection may include several methods including, 
but not limited to  co-location arrangements and mid-fiber meet 
arrangements. 

"Interexchange Carrier" or "IXC" means a provider of stand-alone 
interexchange telecommunications services. 

"Interim Number Portability" or "INP" means the transparent delivery of 
Local Telephone Number Portability ("LTNP") capabilities, from a 
customer standpoint in terms of call completion, and from a carrier 
standpoint in terms of compensation, through the use of existing and 
available CUI routing, forwarding, and addressing capabilities. 

"ISDN" means Integrated Services Digital Network; a switched network 
service providing end-to-end digital connectivity for the simultaneous 
transmission of voice and data. Basic Rate Interface-ISDN (BRI-ISDN) 
provides for digital transmission of two 64 Kbps bearer channels and one 
16 Kbps data channel (28 + D). Primary Rate Interface-ISDN f PRI-ISDN) 
provides for digital transmission of twenty-three (23) 64 Kbps bearer 
channels and one 16 Kbps data channel 123 B+D). 

"Line Side" refers to  an end office switch connection that has been 
programmed to  treat the circuit as a local line connected to  a ordinary 
telephone station set. t ine side connections offer only those 
transmission and signaling features appropriate for a connection between 
an end office and an ordinary telephone station set. 

"Link Element" or "Link" is a component of an Exchange Service; for 
purposes of general illustration, the "Link Element" is the transmission 
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fac i l i i  (or channel or group of channels on such facility) which extends 
from a Main Distribution Frame, DSX-panel, or functionally comparable 
piece of equipment in an ILEC end office wire center, to  a demarcation 
or connector Mock inlat a customer's premises. Traditionally, links were 
provisioned a8 2-wire or 4-wire copper pairs running from the end office 
distribution frame to the customer premise; however, a link may be 
provided via other media, including radio frequencies, as a channel on a 
high capacity fWer/dirrtribution facility which may in turn be distributed 
from a node location to  the customer premise via a copper or coax drop 
facility, etc. Links fall into the following categories: 

W. 

X. 

"2-wire analog voice grade links" will support analog transmission 
of 300-3000 Hz, repeat loop start or ground start seizure and 
disconnect in one direction (toward the end office switch), and 
repeat ringing in the other direction (toward the end user). This 
link is commonly used for local dial tone service. 

"2-wire ISDN digital grade links" will support digital transmission 
of two  64 Kbps bearer channels and one 16 Kbps data channel. 
This is a 2B + D basic rate interface Integrated Services Digital 
Network (BRI-ISDN) type of loop which will meet national ISDN 
standards. 

"4-wire DS-1 digital grade links" will support full duplex 
transmission of isochronous serial data at 1.544 Mbps. This T- 
1 IDS-1 type of loop provides the equivalent of 24 voice gradelDS0 
channels. 

"Local Exchange Carrier" or "LEC" means any carrier that provides 
facility-based Exchange Services utilizing a switch it owns or 
substantially controls in conjunction with unique central office codes 
assigned directly to  that carrier. This includes both Incumbent Local 
Exchange Carriers ("ILEC") and Entrant Local Exchange Carriers ("ELEC"). 

"Local Telephone Number Portability" or "LTNP" means the technical 
ability to  enable an end user customer to  utilize its telephone number in 
conjunction with any exchange service provided by any Local Exchange 
Carrier operating within the geographic number plan area with which the 
customer's telephone nurnber(s1 is associated, regardless of whether the 
customer's Chosen Local Exchange Carrier is the carrier which originally 
assigned the number to  the customer, without penalty to  either the 
customer or its chosen local exchange carrier. 
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FF. 

GG. 

HH. 

II. 

z)k JJ. 

"SAC ,Code" is typically associated with a specialized telecommunications 
service which may be providad across multiple geographic NPA areas; 
800. 900,700, and 888 are examples of Non-Geographic NPAs. 

"NXX", "NXX Code", "Central Office Code" or "CO Code" is the three 
digit switch entity indicator which is defined by the "D", "E", and "F" 
digits of a 1 W i g i t  telephone number within the North American 
Numbering Plan ("NANP"). Each NXX Code contains 10.000 station 
numbers. Historically, entire NXX code blocks have been assigned to 
specific individual local exchange end office switches. 

"On-Line Transfer" means the transferring of an incoming call to another 
telephone number without the call being disconnected. 

"PermaneAt Number Portability" or "PNP" means the use of a database 
solution to  provide fully transparent LTNP for all customers and all 
providers without limitation. 

"Plain Old Telephona Service Traffic" or "POTS traffic" refers to calls 
between two  or more Exchange Service users, where both Exchange 
Services bear NPA-NXX designations associated with the same LATA or 
other authorized area (e.@, Extended Area Service Zones in adjacent 
LATAs). POTS traffic includes the traffic types that have been 
traditionally referred to  as "local calling", as "extended area service 
(EAS)", and as "intraLATA toll". 

"Port Element" or "Port" is a component of an Exchange Service; for 
purposes of general illustration, the "Port" is a line card and associated 
peripheral equipment on an ILEC end office switch which serves as the 
hardware termination for the customer's exchange service on that switch 
and generates dial tone and provides the customer a pathway into the 
public switched telecommunications network. Each Port is typically 
associated with one (or more) telephone number(s) which serves as the 
customer's network address. Port categories include: 

"2-wire analog line port" is a line side switch connection employed 
to  provide basic residential and business type Exchange Services. 

"2-wire ISDN digital line port" is a Basic Rate Interface (BRI) line 
side switch connection employed to  provide ISDN Exchange 
Services. 

"2-wire analog DID trunk port" is a direct inward dialing (DID) 
trunk side switch connection employed to provide incoming trunk 
type Exchange Services. 

Hvileged & C0nfMenM.l 1 1/8/95 
053 w P 7  



FLORIDA CO-CARRIER STIPULATION 
AND AGREEMENT 

"&wire DS-1 digital DID trunk port" is a direct inward dialing (DID) 
trunk side switch connection employed t o  provide the equivalent 
of 24 analog incoming trunk type Exchange Services. 

"&wire ISDN digital D S 1  trunk port" is a Primary Rate Interface 
(PRI) trunk side switch connection employed to  provide the ISDN 
Exchange Services. 

KK. "Rate Center" means the specific geogrephic point and corresponding 
geographic area which have been identified by a given LEC as being 
associated with e particular NPA-NXX code which has been assigned to 
the LEC for its provision of Exchange Services. The "rate center point" 
is the finite geographic point identified by a specific V&H coordinate, 
which is used to  measure distancesensitive enduser traffic to/from 
Exchange Services bearing the particular NPA-NXX designation 
associated with the specific Rete Center. The "rate center erea" is the 
exclusive geographic area which the LEC has identified as the area within 
which it will provide Exchange Services bearing the particular NPA-NXX 
designation associated with the specific Rate Center. The Rate Center 
point must be located within the Rate Center area. 

LL. "Rating Point", sometimes also referred to  as "Routing Point" means a 
location which a LEC her designated on its own network as the homing 
(routing) point for traffic inbound to  Exchange Services provided by the 
LEC which bear a certain NPA-NXX designation. Pursuant to  Bellcore 
Practice BR 795-100-100, the Rating Point may be an "End Office" 
location, or a "LEC Consortium Point of Interconnection". Pursuant to  
that same Bellcore Practice, examples of the latter shall be designated by 
a common language location identifier (CLLI) code with (x)KD in positions 
9, 10, 1 1, where (x) mey be any alphanumeric A-2 or 0-9. The Rating 
PointlRouting Point need not be the same as the Rate Center Point, nor 
must it be located within the Rate Center Area. 

MM. "Reference of Calls" refers to  a process in which calls are routed to  an 
announcement which states the new telephone number of an end user. 

'Service Control Point" or "SCP" is the node in the signaling network to 
which informational requests for service handling, such es routing, are 
directed and processed. The SCP is a real time database system that, 
based on a query from the SSP, performs subscriber or application- 
specific service logic, and then sends instructions back to  the SSP on 
how to  continue call processing. 

NN. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: December 12,1995 

ITEM: 10. Please provide examples of how MFS-FL intends to use each proposed 
unbundled network element identified in the rrsponse to Staffs 
Interrogatory No. 7. 

RESPONSE: The network access l i e  portion of local exchange service can be represented as 
being comprised of two key components: the loop, or “link,“ which provides the 
transmission path between the customer and the local exchange central office, and 
the “port,” which represents the interface to the switch, and the capability to 
originate and terminate calls. Unbundling the local loop consists of physically 
unbundling the link and port elements, and pricing them on an economically 
viable basis. Loop and port unbundling will permit MFS-FL to provide service to 
a significantly expanded customer base, and will permit competition to spread 
more rapidly throughout Florida. When MFS-FL does not have the appropriate 
loop facilities to access an end user location, MFS-FL will purchase unbundled 
loops from BellSouth to provide such access. 

In addition to BellSouth’s limited proposal to provide an unbundled 2-wire 
voice grade loop and a 2-wire analog port, BellSouth should provide unbundled 
access and interconnection to the following unbundled link and port categories: 
Link Categories - (1) 2-wire ISDN digital grade, and (2) 4-wire DS-I digital 
grade; Port Categories - (1) 2-wire ISDN digital line, (2) 2-wire analog DID trunk, 
(3) 4-wire DS-I digital DID trunk, and (4) 4-wire ISDN DS-1 digital trunk. This 
level of unbundling will allow competitors and users to pay for only those 
portions of the loop services that they want or need, and to obtain access to the 
same level of technology as BellSouth currently provides. Line side interconnec- 
tion will allow competing carriers to directly reach end user customers who are 
currently reachable efficiently only through the BellSouth bottleneck. 

In order for MFS-FL to efficiently offer telephone services to end 
users, BellSouth should unbundle and separately price and offer the 
requested elements such that MFS-FL will be able to lease and 
interconnect to whichever of these unbundled elements MFS-FL requires 
and to combine the BellSouth-provided elements with facilities and 
services that MFS-FL may provide itself. 
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As for digital loop carrier systems as described in response to 
Interrogatory No. 7, to the extent these or similar systems are employed in 
BellSouth's network, MFS-FL should be allowed to interconnect to the 
unbundled subelements of these systems, where technically feasible and where 
capacity allows. This further unbundling of the l i i  into digital distribution and 
voice-grade feededdmp sub-elements is necessary in order to ensure that the 
quality of links MFS-FL leases from the BellSouth is equal to the quality of links 
that BellSouth provide directly to end users. 

MFS-FL will also use 2- and 4-wire analog and digital loops to cross- 
connect BellSouth unbundled elements to MFS-FL's digital loop carrier in a 
virtual collocation arrangement. 

RESPONDENT: Tmothy Devine. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: December 12,1995 

ITEM: 11. What are the appropriate finsncial arrangements for each unbundled 
element identified in the response to Staffs Interrogatory No. 7? 

RESPONSE: Absent any mitigating circumstances that might justify lower rates, BellSouth's 
Long Run Incremental Costs ("LRIC") should serve as the target price and cap for 
unbundled loops where such loops must be employed by competitive carriers to 
compete realistically and practically with the entrenched monopoly service 
provider, BellSouth. LRIC is the direct economic cost of a given facility, 
including cost of capital, and represents the cost that the LEC would otherwise 
have avoided if it had not installed the relevant increment of plant - i.e., local 
loops in a given region. Thus, by leasing a loop to a competitor, an incumbent 
LEC would be allowed to recover no less than the full cost it would otherwise 
have avoided had it not built the increment of plant that it has made available, 
through loop unbundling, for use by a competitor in serving the customer to 
whose premises the loop extends. For purposes of calculating LRIC-capped rates 
for unbundled loops, the LEC would be required to perform long-run incremental 
cost studies for each component of the local exchange access line, including the 
link, port, crbs-connect element and local usage elements. In addition, the 
volume and term discounts that are offered to end users should be made available 
to competitive local exchange carriers. 

There is, however, an important qualification to this general principle. 
LRIC is the appropriate pricing methodology only if it is applied consistently in 
setting the price both for the unbundled services provided to co-caniers and the 
bundled services offered by BellSouth to its own end users. New entrants should 
not be subject to discriminatory charges that BellSouth does not apply to its own 
end users. Therefore, the Commission should adopt two additional pricing 
guidelines to prevent such discrimination: 

. First, the sum of the prices of the unbundled rate elements 0% port, and cross- 

Second, the ratio of price to LRIC for each element and for the bundled dial tone 
line must be the same. 

connect) must be no greater than the price of the bundled dial tone line. 

. 
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These two guidelines would require that the prices for the unbundled dial tone line 
components be derived from the existing access line rates established in 
BellSouth's effective tariffs. As long as those rates cover LRIC, the unbundled 
component prices determined by these guidelies would also cover LRIC. 

RESPONDENT: Timothy Dcvine. 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: 

ITEM: 

December 12, 1995 

12. For each requested unbundled network element, please provide detailed 
examples of the pricing methodology for these elements as discussed in 
Timothy Devine's direct testimony. 

RESPONSE: The following hypothetical example is provided for a simple, voice-grade 
residential loop, port, and crossannect. All of the figures are hypothetical, 
including both price and cost figures, and are utilized simply to demonstrate the 
methodology recommended by MFS-FL, as fully explained in response to Staff 
Interrogatory No. 11. (The key for the acronyms utilized is provided on the 
attached exerpt from p. 25 of Exhibit TTD4, the November 8,1995 Proposed 
Florida Co-Carrier Stipulation and Agreement.) 

Pb ($10.00)ICb ($9.00)=PL ($7.50)1CL($6.75)=Pp ($1.50 )ICp ($1.35) 
=pc ($1 .00)/CC (S.90) 

and 

Pb ($10.00) =PL ($7.50) + Pp ($1.50) + PC ($1.00) 

Similar hypothetical demonstrations could be made for each additional element 
requested by MFS-FL. To the extent that these are hypothetical 
demonstrations, additional examples would merely include different hypothetical 
cost and price figures. 

RESPONDENT: Tmothy Devine. 



;. FLORIDA CO-CARRIER STIPULATION 
AND AGREEMENT 

8. 

Prices for unbundled elements should be based on long run service 
incremental cost, should depart from cost in equal proportions, and 
should be imputed into the bundled service rates, such that the 
following pricing formulae are satisfied: 

hICB = WCL = PPICP = PClCC 
mld 

h = P L + p P + P C  
wlm: 
P B =  

CB = 

PL = 
CL = 
P P =  
CP = 
Pc = 
cc = 

Price of the bundled service (including ell 
applicable discounts). 
Long-run service incremental cost ("LRSIC") of 
the bundled service. 
Price of the unbundled link element. 
LRSIC of the unbundled link element. 
Price of the unbundled port element. 
LRSIC of the unbundled port element. 
Price of the unbundled cross-connect element. 
LRSIC of the unbundled cross-connect 
element. 

ILEC shall provide links and ports to  ELEC at the following monthly 
recurring rates: 

ad ova: 
an individual 

l 2sa ld& 
2-wire analog voice grade link $ $ 
2 wire ISDN digital grade link 8 $ 
4-wire DS-1 digital grade link 8 n l a  8 1 

To be provided as e Special Access or Private Line DS-1 Channel Termination/Local 
Distribution Channel, subject to the most fevoreble tariff or contrect terms for which ELEC is eligible, 
except in those situations whwe: - The ILEC offers its own end user customen a bundled DS-1 digitel grade Exchange Service at 

a bundled rate which le less than the wm of the unbundled Cwire DS-1 digital DID trunk port 
rate and the most favorable Channel Terminaionllocal Distribution Channel rate for which 
ELEC is eligible. In such instances, the ILEC shall provide 4-wire DS-1 digital grade links to 
ELEC at a rate lesa than or equal to  the prim of the bundled DS-1 digitel grade Exchange 
Service less the unbundled 4-wire DS-1 digital DID trunk port rete, for ELEC's use in the 
provision of DS-1 digital grade Exchange Services. 

The ILEC offers its own end user customers a bundled DS-1 digital grade Exchange Service 
(continued. ..) 

7 

andlor - 
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REQUEST: Staff Interrogatories, Set No. 1 

DATED: December 12,1995 

ITWI: 13. Explain why current locat exchange company tariffed services are not 
suficient for providw your intended services, such as special access or 
private line loops. 

RESPONSE: It would not be economical and would not be practical from a time of installation 
perspective. While there is not much physical difference between an unbundled 
link and a private line or special access channel, there are differences in technical 
standards as well as engineering and operational practices. The voice-grade 
channels offered under the private line and special access tariffs provide a 
dedicated transmission path between an end user's premises and a LEC wire 
center, just as unbundled simple links would. The major differences between 
these existing services and unbundled simple links are the additional performance 
parameters required for private line and special access services, beyond what is 
necessary to provide "POTS" (plain old telephone service); and the methods used 
by LECs to install and provision the services. Currently, installation of a private 
line or special access channel typically requires special engineering by the LEC 
and therefore takes longer and costs more than installation of a "POTS" line. This 
special engineering begins with a l i e  that would be suitable for "POTS," but then 
adapts it to conform to specialized performance parameters. Therefore, no single 
private line service offering provided by BellSouth is likely to represent the basic 
co-carrier unbundled loop facility. Private line and special access services also 
include additional performance standards that are not necessary for the delivery of 
"POTS service. 

MFS-FL's major concern is that, in the future, when a customer decides to 
replace its existing BellSouth dial tone service with MFS-FL dial tone service, 
MFS-FL should be able to have the customds existing link facility rolled over 
from the BellSouth switch to an MFS-FL expanded intemnncction node in the 
same c e n d  office, without having the entire link re-provisioned or engineered 
over different facilities. This roll-over, including the seamless roll-over to MFS- 
FL when the customer is taking advantage of number retention, should occur 
within the same ordering provision interval as BellSouth provides for bundled 
local exchange service to end users and with minimal service interruption to those 
customers. 
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In addition, it has been MFS’s experience that, in most cases, the tariffed 
rate of a private line service exceeds the tariffed rate of a bundled dial tone 
business or residence h e .  In fact, private lines or special access channels are 
typically priced at substantial premiums today. LECs have set prices for these 
existing services at premium prices, on the basis that these services require 
additional performance parameters beyond what is necessary to provide POTS. As 
such, applying the tariffed rate of a private line or special access channel for 
unbundled loops will place MFS-FL in a “price squeeze,” in that it would be 
paying more for the unbundled loops than it would be allowed to recover through 
end user retail rates. For example, the unbundled loop rate agreed to by Time 
Warner and others i s  the special access rate of approximately $25.00 per month. 
BellSouth’s residential end user rate is approximately $10.00 per month, creating 
a significant and direct price squeeze. Left to its own devices, a dominant 
incumbent LEC such as BellSouth, would not tariff the unbundled loop facility at 
the appropriate LRIC price. Instead, it would likely choose to continue to apply 
the premium rate to an entrant like MFS-FL in order to raise an additional barrier 
to competition. 

RESPONDENT: Timothy Devine. 

1 4 9 0 6 0 . a  



BEFORE THE 
RLORIDA PUBLIC SERVICE COMMISSION 

In re: Resolution of Petition(s) to establish ) 
nondiscriminatory rates, terms, and 1 Docket No. 950984-TP 
conditions for resale 1 
involving local exchange companies and ) Filed: January 3,1996 
alternative local exchange companies 1 
pursuant to Section 364.161, Florida 1 
statutes 

METROPOLITAN FIBER SYSTEMS OF FLORIDA, INC. RESPONSES TO 
STAFF'S FIRST REQUEST FOR PRODUCTION OF DOCUMENTS 

Metropolitan Fiber Systems of Florida, Inc. ("MFS") hereby responds to Staffs First 

Request for Production of Documents. 

REQUEST: 

DATED: December 12, 1995 

Staff Request for Production, Set No. 1 

ITEM: 1. Please provide the supporting documentation used in setting all of your 
prices during negotiations for unbundling andlor resale of BellSouth's 
network. 

RESPONSE: MFS-FL relied upon the rates, orders, and agreements relating to unbundled 
elements from other states, using its experience in these states as its baseline. 
These orders and agreements are provided in response to Staff Document 
Request Nos. 2 and 3. In setting prices during negotiations, MFS-FL also takes 
into account rates charged by BellSouth to end users (which are publicly 
available) against which it must compete. MFS-FL considers whether a price 
squeeze will be effected at any given rate and whether that rate will allow for 
effective competition. In addition to rates, orders, and agreements from other 
states, there are no other responsive documents. 

RESPONDENT: Timothy Devine. 



METROPOLITAN FIBER SYSTEMS OF FLORIDA, INC. RESPONSES TO STAFF'S 
FIRST REQUEST FOR PRODUCTION 

OFDOCUMENTS 

DOCKET NO. 950984TP 

REQUEST: Staff Request for Production, Set No. 1 

DATED: Demnber 12,1995 

ITEM: 2. Pleasc provide a copy of every unbundling andlor resale arrangement 
identified in MFS-FL's response to Staff's Interrogatory No. 5. 

RESPONSE: MFS-FL will provide all responsive documents within its possession, custody, 
or control. 

RESPONDENT: Timothy Devine. 



METROPOLITAN FIBER SYSTEMS OF FLORIDA, INC. RESPONSES TO STAFF'S 
FIRST REQUEST FOR PRODUCTION 

OF DOCUMENTS 

DOCKET NO. 950984TP 

FEQUEST: 

DATED: December 12,1995 

Staff Request for Production, Set No. 1 

ITEM: 3. Please provide a copy of every unbundling and/or resale arrangement 
identified in MFS-FL's response to Staffs Interrogatory No. 6. 

RESPONSE: MFS-FL will provide all responsive documents within its possession, custody, 
or control. 

RESPONDENT: Timothy Devine. 

SERVED this 3rd day of January, 1996. 

ste. 300 
Washington, D.C. 20007 

Attorneys for Metropolitan Fiber Systems of 
Florida, Inc. 



e.&, Feature Group B, Fentun Group D, 800 access. and 900 access. 

As employed herein, the term Local&change~ce refers toafl bark access 
line, PBX trunk, Centrex and Centrex-like services, or any other services of fard to end 
users which provide end wn with a telephonic connection to, and a unique telephone 
number addrrrr on, thm public switched telecommunications network, and which 
onable such end uun to pbce or m e t w  calls to 8II other stations on the public 
switched telecommunications network. 

Including any co-location facilitias maintained by any MFS Communications 
Company subsidiary. 

1 

' 

1 
072 



For exawk, typhl charges could ba 6lW.w per month for tha Mnt Point 
Billing arrangement plus 6.01 15 per blllhg record processed. 

For the period prior to the effecthro date of MFSl'r state access tariff, MFSl 
shall extend intrastate access arrangements to NET according to the terms and 
conditions contained in NET'S state access tarlff, as modifmd herein. 

2 
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' fraditionalty, link elements were composed of a 2-wire or, in certain instances 
a 4wire. pair of copper wires running from the end office distribution frame to the 
customer premises; however, a link may be provided via other media, including 8s a 
channel on a high capacity feederldistribution facility, which is in turn dirtributd from 
a node location to the Customr premises via a copper or coax drop facility. 

7 
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STATE OF CONNECTICUT 

DEPARTMENT OF PUBLIC UTlLlTY CONTROL 
ONE CENTRAL PARK PLAZA 

NEW BRITAIN, CT 08061 

DoCKEsN0.9506-1195- APPLICATION OF THE SOUTHERN NEW ENGLAND 
06-17 TELEPHONE COMPANY FOR APPROVAL TO OFFER 

UNBUNDLED LOOPS, PORTS AND ASSOCIATED 
INTERCONNECTION ARRANGEMENTSAPPLICATION OF 
THE SOUTHERN NEW ENGLAND TELEPHONE COMPANY 
FOR APPROVAL TO OFFER UNBUNDLED LOOPS, PORTS 
AND ASSOCIATED INTERCONNECTION ARRANGEMENTS 

December 20,1995 

By the following Commissioners: 

Reginald J. Smith 
Thomas M. Benedict 
Jack R. Goldberg 

p R A n  DECISION 

Name of Dowment L:\CARLMANM)G-lN)RAmFINALDEC.OOC 
Lead staff: P. PESCOSOUDO DatcTTme: Dcccmber 20.1995 01:12 PM 
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1. INTRODUCTtON 

On July 1.1994, Public Act 9483. 'An Act Implementing The Recommendations Of 
fhe Telecommunications Task Fom' (the Public Act or Act), became Connecticut law. 
The Act is a broad strategic response to the changes bung the tekcommunications 
industry in Connecticut. The technological underpinnings, the framework for a more 
participative, and uttimately more ampeMne - ' , telecommunications market, and the role of 
regulation envisioned by the legislature are essential to the future real i t ion and public 
benefit of an 'Information Superhighw in Connecticut. 

At the core ofthe Public Act are the principles and goah articulated therein. Section 
2 (a) of the Act provides in pertinent paR 

Due to the following: affordable, hgh quality telecommunications 
services that meat the needs of individuals and businesses in the state are 
necessary and v'ital to the welfare and development of our society; the 
efficient provision of modem telecommunications services by multiple 
providers will promote economic development in the state; expanded 
employment opportunities for residents of the state in the provision of 
telecommunications services benefit the society and economy of the state; 
and advanced telecommunications services enhance the delivery of services 
by public and not-for-profit institutions. it is, therefore, the goal of the state to 
(1) ensure the universal availability and accessibility of high quality. 
affordable telecommunications services to all residents and businesses in 
the state, (2) promote the development of effective competition as a means 
of providing customers with the widest possible choice of services, (3) utilie 
forms of regulation commensurate with the level of competition in the 
relevant telecommunications service market, (4) facilitate the efficient 
development and deployment of an advanced telecommunications 
infrastructure, including open networks with maximum interoperability and 
interconnectiiity, (5) encourage shared use of existing f a c i l i  and 
cooperative development of new faciliies where legally possible. and 
technically and economically feasible, and (6) ensure that providers of 
telecommunications services in the state provide hgh quality cuatomcr 
service and hgh quality technical service. 

Name of Document: L:\CARLMANNV)6.IN)RINALDEC.DOC 
Lead staff: P. PEsCOSOUDO Date/limc: December 20,lW 0192 PM 
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Conn. Gen. Sat. 8 16-24h (a). 

 he ecn(nl premise of the IegiiWi is ha broader pniciim in the Comaticut tclaommuniationr markm 
m'll be mota bcnefkirlmdwpubliiihn Wm bodcr~lrioa. ItbdgnifkmS boweva,chm lhe Acl does not ehrn 
a h i k d  phn forralimitm of ita pals  md compliiraa wim io piocipk* Rather, An nrma0 the Depanment 
of Pubk U t i l i  Cmfd 
pmvisiir; the Act lhur endom the DqmmmI wilh brod pornn ad pculuml *tiadc as rcdrr (Q h i e v e  the 
wiht ive gorb thrmgh the f r i l i  ofthc dcvckplnm of- ta tckcomm~niaionr mim. 

wih thc rrrprmibilrry of' .. -*Igw thc hoa Ed spa of iu i I n p m l t  

. In light of the Public Act, the DcpPrmca's effmr rnud Wisp e C m d i  md aUtc mhrory 
' As rnicuhtcd by 

the Depamnent'r chrian. Rcgiild 1. S i  &wing the June 23.1994 trcbnml mdn; in W No. 94-05-26. 
aneral  lmDlementation of PubkAct 94-83, the passage of Public Act 94-83 places the 
Department and the telecommunications industry 1 an unpmcedented @nt in Connecticut 
regulatory history with an opportunity to define a markedly different future for Connecticut 
telecommunications. The Deparbnent. therefore, established a framework for the 
implementation of Public Act 94-83 that would allow it the opportunity to fully and publicly 
explore all the alternatives availabk to it under the terms and conditions of the legislation 
and establish therefrom appropriate regulatory mechanisms to effect the bgislative intent 
that telecommunications sewices be regulated .in a manner designed to faster competition 
and protect the public interest.' The implementation framework involves four phases: the 
initial conceptual infrastructure phase, the competition phase, the alternative regulation 
phase and the holding company atliliate phase. 

' conditions that will mrxbnizc the kneffo of fipcurs ompcition Tor the ~ 1 4  pubk of 

. .  The Conceptual Infrastructure Phase consisted of Docket No. 94-07-01, 
, in which a Decision was issued on C o n n e c m  Tele- 

' November 1.1994. The Department initiated that docket in recognition of the fact that 
effective and efficient implementation of Public Act 94-83 required at the outset an 
investigation of the state's telecommunications infrastructure which is the foundation for 
the provision of all telecommunications s8erVices. In its Decision. therefore, the Department 
identifed the attributes that will be required of any future infrantructure to achieve the Act's 
goals, articulated intended Department initiatives to faciliite the development of a future 
infrastructure that exhibits those identified attributes and identmed issues to be more fully 
explored in subsequent implementation dockets. 

. .  . I  

i 

. To begin the Competition Phase, in July of 1994, the Department initiated eight highly 
focused. limited discovery dockets to address specitic issues raised by the legislature's 
commitment to broader market participation in Connecticut: Docket No. 94-07-02, 
Dew IoDment of the A m o n s .  Tests. Ana- Review to Govern 

Name of Document: L : \ c A R L M A N N \ ( # l N ) ~ I N M D E C . ~  
Lead s ta t  P. PESCO~OUW Damme: Decembr20.1095 01:12 PM 
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-8- 
W Docket No. 94-07-03, C 

. .  

. . .  p Docket No. 94-07-04, PPUC 1- 
L- Docket No. 94-07-05, 

DPUC InwsbnaWn into CanfWw Pm- Coin ODerated 
-; Docket No. 94-07-06. DPUC In- 

orw.&ul; Docket No. 94-07-07, 
DPUC In w i n o f &  

and the 1; 
; and Docket 

. Thoseproceedings 
Docket No. 94-07-08, DPUC F-a P d W s s l m  

have been completed and Final Decisions issued. 

. .  . .  
. . .  .. . .  

. . .  

. .  
.. . .  

. .  
NO. 94-07-09. DPUC F F  

Also integral to the achievement of effective competition as prescribed by Public Act 94- 
83 are dockets addressing the mandate of Conn. Gen. Stat. Section 16247b to unbundle 
"the noncompetitive and emerging competitive funCtiOnf3 of a telecommunications 
company's local telecommunications network that are used to provide telecommunications 
services and which . . . are reasonably capable of being tariffed and offered as separate 

New E nalgnd TeleDhpm Comaanv's Loca I Telecommuni- (Final Decision 
services." W e t  No. 94-10-02, DPUC Inv-The Soutm 

issued September 22. 1995)1; Docket NO. 94-11-03, D ~ U C  Investigation into the 
p; Ynbundl in0 of the New Yolk Teleohone Companv's I 

and Docket No. 94-11-06, PPUC 1-n into tbc Unbunma of the 
TeleDhone C o m w  Te lecommu nications Ne- (the latter two dockets are 
currently in development stages). 

. . .  
. .  

. .  
. .  

In addition to those unbundling dockets. the Competition Phase will enuil a companion investigation of selective 
panicipative architmure issues t h t  will impact che achievement of competition as discussed by the Dcpamnent in 

At the par(idponb' request. the Department separated hom DOCM No. gClOQ2 tha issue of mutual 
compensation between SNET and wifeless camen. That issue was considered in Docket No. 9504- 
04. DPUC I t  , in which a Final W i i o n  was 
issued on September 22,1995. 

. .  

Name of Document: L:\CARLMANN\OG-lN)RAFT\FINALDEC.DOC 
Lead staff: P. PEscosouoo D o t y T i :  December 20.1995 01:12 PM 
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Docket No. 94.074 rd whkh anage h - o f h  mbundhg&ckeB. A docks fa d18I inveaigaion has 
.rile 

of quality of wrvica standards compelled by 
ban apnQ Docket No. 9 4 - 1 W . m  
Department will also sponsor an 
changes in provider mpomibiiities in a p.rticipative market such as that envisioned by 
Public Act Q4-83. 

The instant docket arose in consequence of the bparbnent's Decision in Docket No. 
94-10-02 regarding the unbundling ofthe Southam New England Telephone Company's 
(SNETs) local teleammWtions twtwork as well .(I in msponse to other inpbrnentation 
dockets wherein the Deparbnent issued Decisions concerning resale of the SNET local 
network. (The relevant Decisions m daaibd in Section 111, below.) specificelly. the 
instant docket was opened upon a filing by SNET seeking approval to offer unbundled 
loops and ports and a wholesale kcal basic setvb and certain related features at 
proposed tariffed rates. SNET's filing also proposed a Universal Service Fund. As 
described in more detail below, in the instant docket, the Department must determine the 
appropriate rate SNET will charge Certified Local Exchange Carriers (CLECs) for 
unbundled loops and ports and for wholesale local basic service and certain related 
features as well as determine whether a Universal Service Fund is necessary at this time. 

Relevant to both the Competition Phase and the Alternative Regulation Phase, which 
are being conducted ConwrrenUy, the Department initiated individual investigations of each 
of the state's incumbent telephone companies' (local exchange carriers (LECs)) costs of 
providing telecommunications services for the purpose of constructing a financial and 
procedural framework for use by the Department in evaluating the telephone companies' 
future unbundling and pricing initiatives such as the tariff filing in the instant proceeding. 

(Final Decision issued on June 15, 1995); Docket 
Docket No. 94-10-01, RPUC 1nv-n into The Southem New 
ComDanv' ~- 
No. 94-11-02, DPUC InveJtloatlon into the New York T V s  Cost pf 

: and W e t  No. 94-11-05, DPUC I n v w  the WooQbllIY 
(the latter two dockets are currently in 

Providina Service 
T I  e eo h one CornDanv's Cost o f Provldina Sew= 
development stages). 

i Wah similar intent, the DepaNnent initiated individual companion dockets to review 
: each local exchange carrier's depreciation policies and practices: Docket No. 94-10-03, 

DPUC InvestLQgfipn into The Southem New F m n d  Te-m C v  
(Final Decision issued on November 21.1995): Docket No. 94-1 1-04, 

York T- borec iation 
Petweciation 
PPUC Investiaation into The New 

. .  . .  . 
. .  

. . .  
' . .  

. . .  
. . .  ' 

' . .  

. . .  

Name of Document: L:CARLMANNUMlN)RAmFINALDEC.DOC 
Lead staff P. PEscoswDo Datefrii: h m b a r 2 0 .  WQ5 0132 PM 
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. . .  m; and Docket NO. 94-11-07, wuc e (the btter lwo dockets are currently in 
development stages). The detailed financial reviews are essential to full and fair 
examination of the impact upon competition of any alternative regulatory framework or 
treatment of the local exchange carrier community by this Department m the future. 
Findings, conclusions and racommendations of this Department developed in the context 
of these proceedings will serve as a foundation in future proceedings wherein the 
Department will consider specific requests filed by the incumbent telephone companies for 
increased discretionary authority and reduced regulatory participation in the 
telecommunications senricas business. SNET has filed such a request for alternative 
regulation with thii Depamnt, which request is c u m  under n3view and consideration 
in Docket No. 95-03-01, New F- 
for F i n a n W B s ! & m d c ! w .  

Finally, the Department has initiated Docket No. 94-10-05. DPUC InvggfiOgfipn ofm 

- . In this proceeding. the Department will examine the 
Southern New Fnaland T- Assodated with ~ 

ImDlementat ion of Public 
financial, structural and operational impact of broader competition and any increased 
discretionary authority that may be provided SNET. Atthough the docket is currently open, 
the Department has deferred active investigation of holding company structure and affiliate 
relationships to a point closer to the end of the implementation period, thereby permitting 
construction of a better set of preliminary policies to guide the Department's investigation. 

Public Act 94-83 presents a significant challenge to a number of regulatory principles 
that historically have guided Department decisions. The earlier statutory authority 
specifically focused on maximuing the public benefit by authorizing only a single 
telecommunications service provider for any given market. The Department, therefore, 
was able to direct the attention solely at regulating the conduct of a single dominant 
corporation against a desired public standard of affordable and available telephone 
service. Under provisions of Public Act 94-83. the Department faces an unprecedented 
task of managing the introdudion of broader participation into a heretofore single-provider 
market without unduly risking the availability, accessibili and affordabili of basic 
telecommunications services to all prospective Connecticut users. The Department 
intentionally designed its implementation process to chart an orderly transition to effective 
competition such that the full scope and scale of benefits envisioned by the Connecticut 
legislature in enading Public Act 9483 may be realiied. The Deparhnant's 
implementation decisions to date have consistently reflected its stated commitment to 

. .  

. .  

. .  

Name Of Documant L: \CARLMANN~lN)RlNMDEC.DOC 
Lead staft P. pEscosau~o Date/lima: DamrnLw20.1995 01:12 PM 



Docket NO. 95-06-17 Page 7 

establishing a regulatory framework that affords fair competition among incumbent 
providers and new competitors whib pmtec!ing the interests of the Connecticut public. 

It. PARTIES AND INTERVENORS 

The Dcpurmcnttuognid u patties in Ibhpcccedias: h e  S O u m a n N e w ~ ~ T e k p h a w  Crmpay (WET). 
. 227 Church Strrec, New Haven. Connecticut 06510; the ofl*e of Coawmcr Camvl (OCC). 136 Win S l m ~  Suite 
. 501,NnvBrimin.cavKtuan ' 06051; MFS Insekna. lac. (MFSI), 6 C c n l ~ y  Ikivc, Suia 300. Pmippmy. NJ 070054: 

Cablevirion Lightpmh, Inc., (Cablevidon), 111 New South RaQ H i i k .  New Yak 11101: md Frontier 
CommunWmr (Frontier), 29 Chvrdr Sacq P.O. Box %7. Bmliopa, VT 054024967. scppllely, Brooks Fiber 

. MHoeTckeommM*rQarUlrrr~(MHos),AT&TCommuniationr 
Cup. (Ma MFS T a m  k. m), New England Cable 

Communimii(Brobks),thna&ul 
ofNm England, Inc. (AT&T). MCI Tekcunm- 
Television Association, IN. (NECTA). Sprhn Cammuniationr Chopmy L.P. (Sprint), Tekpon Communiationr 
Group (TCG), WilTel. Inc. OVilTel), a d  M a ~ ~ g e  Cenra Beepm, Inc (Marye Center) requested and were 
granted intervenor status. 

. .  

111. DOCKET SCOPE AND PROCEDURE 

A. PROCEDURAL CONTEXT 

As detailed above, Public Act 94-83 articulates as a goal of the state the 'efficient 
development and deployment of an advanced telecommunications infrastructure. including 
open networks with maximum interoperabili and i n t e r c o n n w  and further encourages 
the "shared use of existing faciliies and cooperative development of new faciliies where 
legally possible, and technically and economically feasible.' Conn. Gen. Stat. 5 16-247a 
(a). In Docket No. 94-07-01. the Department observed that We telecommunications 
infrastructure will play a dominant role in the success or failure of the development of 
effective competition in Connecticut's telecommunications markets and will thus greatly 
determine the public benefit to be derived from Public Act 94-83.' Decision, Docket No. 
94-07-01, November 1,1995, p. 33. For that reason the Depalrment statad its commitment 
in future Public Act Q4-83 implementation proceedings to IYadl ie  the development of ' independent networks. physically interconnected. fundionally integrated and technically 

'- interpositioned with those of [the incumbent telephone companies].' U., p. 29 Further 
A provisions of Public Act 94-83 and subsequent directives of this Department in its 

implementation proceedings require SNET to provide prospective mpetiiors reasonable 
nondiscriminatory access to all equipment. faciliies and services necessary to provide 

I 
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telecommunications sewices to custmers at rates approved by the Department. Conn. 
Gen. Stat. 8 16-247b (b). To that end, the Depaftmont establihed procedural and 
operational guidelines in Docket No. B4-1042 to fadlitate physical interconnection of 
switching. transmission and distribution syeteme of incumbent telephone companies. 
interexchange carriers and prospective bal services market entrants. 

In the course of these initiatives, the Department concluded that the development of 
effective competition in Connedcut's telecommunications markets will. in part, necessitate 
making available the network of the incumbent local exchange carriers (LECs) to 
prospective competitors for repackaging and resale. For purposes ofthiis proceeding, the 
term 'resale' will be used generically to refer to the act of a CLEC purchasing or leasing 
services andlor unbundled network elements from an incumbent LEC for the purpose of 
repackaging, rebranding or reselling such services or elements to prospective customers 
in direct competition with the incumbent LEC. The Department has stated in previous 
Decisions that 'resale is consistent with the Act's encouragement of shad use of existing 
facilities and its mandates for unbundling." Decision. Docket No. 94-07-01, November 1. 

1: 1994. p. 29. Moreover, the Department has found that .[l]ocal service competition will be 
facilitated by the removal of any and all restrictions on the male of telephone company 
local service offerings by authorized service providers in Connediwt' Decision, M e t  
No. 94-07-04. March 16, 1995. p. 20. As the Department emphasized: 'Full resale 
authonty of telephone company local service offerings would serve to meet the immediate 
needs of prospective entrants for physical plant without capital investment as well as 
ensure that existing plant infrastructure is not teff immediately stranded by the entrance of 
competitive alternatives." Id. Accordingly. the Department pronounced that "resale tariff 

* offerings for noncompetitive and emerging competiive residential and business offerings 
shall be required by the Department of the telephone companies" as one element of its 
efforts to realize greater public benefit under the statutory umbrella of Public Act 94-83 
than had been possible under previous law. Id. 

In Docket No. 94-07-03. the Department continued its efforts to refine its resale policy 
and reaffirm its views of the relative importance of suitable resale offerings to the 
development of effective competition in Connecticut. In its Decision m that docket, the 
Department set forth a requirement that "any applicant receiving authority to operate as a 
telecommunications services provider in Connecticut will be obligated to serve any and all 
consumers seeking service from the provider in its authorized area(s) of operation." 
Decision, Docket No. 94-07-03. March 15,1995, p. 26. The Department stated that'[s]uch 
a requirement can be satisfied with owned faciliies, resold facilities or a mix of both.' u. 

DaWTii: Ducmber20. is05 0132 PM 
Name of Document L:\CARLMANMOS-17\DRAFNINALDEC.DOC 
Lead stam P. PESCOSOUDO 
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The Department rcrtumed to tho subjectofcmpWon * and resale again in Docket No. 94- 
07-01 requiring .each provider of ktll sowice to provide basic telecommunications 
services (either employing its own network of as a resale offering) within the geographic 
area for which the local sewice provider b certified.' Docbin, Docket NO. 94-07-07. 
February 28.1995. p. 18. In that same Docket, the Department imposed a corresponding 
requirement on LECs to make available their networks to prospective providers in 

- acknowledgment ?hat this requirement m y  only be fuffilied if telephone companies offer 
the defined functions of basic service on a tariffad wholesale basis for -le." Id.. pp. 18- 

" q9. 

From this set of Decisiions, it h evident thatthe Department's -to introduce resale 
to the Connecticut markst are chanctemsd by prugrsssively gfwter definition and detail. 
It is in the context of these spedfic requiremenb imposed upon SNET by previous 
Department Decisions and provisions of Public Ad 94-83 that on June 15,1995. SNET 
filed an application (June 15.1995 A p p l i i n )  with the hpartment for approval to offer 
unbundled loops, ports and a88od81ed interconnedion arrangements for resale by 
competitors in Connecticut. (A description of those proposed unbundled services is 
provided in Section IV. A., below.) SNETs filing was made pursuant to Connecticut 
General Statutes (COnn. Gen. stat.) Q 16-247(bP and 5 16-1-59~ of the Regulations of 
Connecticut State Agencies.* On J U ~  5, 1995, SNET separately submitted to the 
Department a request for approval of a wholesale local basic service offering, certain 
related features and a Universal Service Fund considered by SNET to be essential to 

5 .  

Conn. Gen. Stat. Q 16247b (a) provides: 'On petition or its own motion, the depamnnt shall i n i i  a 
proceeding to unbundle Me noncompetitive and eme~ing competitive functions of a 
telecommunications company's local telecommunications network that am used to provide 
telecommunications seryices and which Me department determines. a b r  n o t i i  8nd hearing, are 
reasonably capable of being tariffed and offered 8s septate wrvices. Such unbundled functions shall 
be offered under taM at ntcr, terms and w n d i  th8t do not unm8sonabIy discfimiite among 
actual and potential u r n  8nd actual 8nd patentLl  provide^^ ofsuch kcsl mhmk mricarr.' SN€rs 
filing details tha PropOMd rates. terms and c o n d i i  of itr trrtff. - 

P. 

Saction 161-59A ofthe Regulations ofConncc(icut State Agencies governs tarinrilings for 
noncompetitive tekcommunicab;ons sarviccs. 
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mitigating any negative effects of transitioning to a multi-provider marketplace. (A 
description of the proposals is provided in Section N. A, below.) At SN-8 request the 
Department consolidated the July 5.1995 filing and the June 15.1995 Application in the 
instant docket in the intemsts of expeditious rsvieW and introductiOn Of competition to 
Connecticut The Department subsequently suspended the proposed eiFective dates of 
the tariffs in accordance with § 1615914 ofthe Regulali~ns of COnnecbaR . SWeAgencies 
to permit full and fair examination of SNFTs proposal prior to any Department action. 

Pursuant to 8 Nuice for Wrimn commcntr md RC-Haring Confacncc, intaestcd pmoN m given the 
oppammiry to fik with the Depnmmt Wriacn WmmQlO regding SNErs lune 15, 1995 nul July 5.1995 filings’ 

A technical meeting was in the m s  of the ~epartment, one central Park P& 
New Britain, Connecticut 06051. on July 27, 1995, at which time the Depaftment was 
notified by SNET that the filing availabk to the Department at that time for review and 
consideration was not complete. SNET filed f u m r  information on September 8.1995, 
establishing that date as the effective date of the combined tariff filings, effectively 
replacing the June 15, 1995 and July 5, 1995 filing dates. 

By Notice of Henins dated A u ~ 3 0 . 1 9 9 5 ,  I public hearing WII amduned at September 29. 1995. October 5. 
1995. October 6.1995. October 13.1995. October 16.1995. a d  October 18.1995 in the oficcs of the Depmment. 
That huring WLT continued to October 26,1995 and again to oaokr 29,1995. a which time it was closed. 

At the commencement of the public hewing. the Dcp8ment stated lh8t the principd pnpo~ of thii pmmding 
is nvofold to fariff (for use by faciliiin-baed providers) 8 set of unbundkd n*wak crmponmu as -bed by 
Conn. Gen. Smt. 5 16-247b 8nd to tariff (for use by f . c i l i t i e r - M  a d  mmf.cilii&bUcd annpetitm) 8 whokrale 
kml service offmng quivtlmt to thrt offmd by SNET on 8 mail basis as mi by the Department’s pmious 
Decisions. To that end. the Dcpomncnt set f o h  the principal iouCr to be mvarigued in thk procecdi: 

TheconingmcrhodologyusedbySNETin l ightof the~~sDcc*ions inDockerNor.9C1M)1.  
nmnd Te- ComDanv’s C ~ s t  i a  into The So- F 

ice, and 95-03-10. ADDLcatlan of The So- New E m  
QPUC Invest 
Df P r o v m  Sew . .  . .  

W n  comments wen rewived from AT6T Communications of New England. lnc. (AT6T). 
Cablevision Lightpath. Inc. (Lightpath): MCI Tetemnmmiitkns Corporation (MCI); MFS lntebmt of 
Conncctiwt. 1%. (MFSI); New England Cabk falavirion AssocWon. lnc.. (NECTA); OmCe of 
Consum Counsel (OCC): -1 Communications Company LP. (Sprint); and ~depon 
Communications Grwp (TCG). 
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. The level of contribution to common overhead proposed by SNET in the 
proposed tariff rates. 

The application of the rate to reselkrs and facilities-based providers. 
The prospective effect of the rate on the devebpment of competition. 
The need for and impact of a proposed supplemental Universal Service Fund. 

* Remarks of Chairman Reginald J. Smith, Transcript. September 29.1995, PP. 42-43. 

The Department issued a draft Decisiin in thii docket on Deomber 8.1995. Pursuant 
to Notice, all parties and intervenors were provided opportunity to tile written exceptions 
and to present oral arguments on the drafl Decision. 

B. CONCEPTUAL FRAMEWORK 

This proceeding involver an investigation by this Deplmnent of the fun of a &er of miff filings nccnrrry to 
efficiently arnrfonn the principles embodied in Public Act 94-G into a cdmive reguhay bmworl. -. Thcinmnt 
docket, therefore. ptovides 8n essential foundmii for subsequent miff f i l i i  by SNET.5 The rnpaltment 
undertakes this investigation with the objective of ensuring the availability and affordabili 
of services, features and network elements of SNITS local telecommunications 
infrastructure considered needed, necessary andlor useful by prospective providers to the 
provision of certain telecommunications services in competition with SNET. As the 
legislature mandated in Public Act 9483, the goal of the Deparbnent's efforts is to ensure 
that the Connecticut public has greater choice of telecommunications products, prices and 
providers. 

In this proceeding. SNET presents proposed mtcs and charges for unbundled scwices. features and an equivalent 
wholesale basic local service offering. Other prnicipnu in this proceeding universally challenge SNET'r claim that 
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io PlDpOacd mer ud chmge~ me fair rd ranmbk, rd haw asked lhe aprpmm u) reduce thov niu md charget 
in adcrto fomrlhc developma ofcompeotwm ’ ’ in the tcltsanmuniatioar mmkcts. Thi puccdiiog has involved 
extensivesubmiirrionrbypniciudahram . rrv*w b y r h c ~ m  m e f h t o  Wiuble 
ucmmem ofthe irnrrr of unbundling rd res&. h h mammwnd h* chis Dccirim will have -W effect upon 
lhe rmufamnion of COn~stian bno che mum;providcr mdca cnvltimcd by lhe k@*Nlc whh pusage of Public 
A~tW-83. h I h e ~ t d ~ b F h d ~ h D d c U N o . W 4 7 4 l , ~  . I  

p, the experience ofthe interexchsnge carribr services 
market segments suggests the exbnce of a strong causal relationship between the price 
charged by telephone companies for services considered by would-be competitors to be 
essential to the emergence of broader participation in the pmision of teelecommunications 
services. Decision, November 1,lBM. p. 14. 

As will be evidenced throughout the summaries of the participants’ positiins in the 
following section, three issues must be addressed in thii Decision: costs. contribution and 
competitive consequence. None ofthe three issues is a new topic of interest before to the 
Department. To the contrary, they have each been examined extensively in prior 
regulatory proceedings and the Department has developed certain positions that provide 

a a partial foundation for the Department‘s efforts in thii proceeding. A brief narrative of the 
history of the Department’s Decisions on the relevant issues is thus necessary. 

The subject of costs was examined in great detail in Docket No. 88-03-31, 

. .  

. .  . .  .. 9f Public Utilitv Control Inve- into the Costs of pr- 

the Department ordered SNET to construct its future cost representations to the 
Department using Long Run Incremental Cost (LRIC) and Fully Distributed Cost (FDC) 

’ techniques. The two methodologies each measure costs associated with any partiwlar 
service, albeii distinctly different types of costs depending upon the methodology 
employed. LRlC methods are generally considered a prospective methodology because 
they measure the level of incremental cost to be incurred in consequence of producing an 
additional unit of any service. Thus. LRlC methodologies provide the user a means to 
determine the additional cost incurred by a provider to meet any future demand for a 
service. In contrast. FDC methods tend to exhibit retrospective attributes, ditributing the 
total costs incurred by a company in providing a service over the total units of production 
or demand to develop an average unit cost. 

Recently, in Docket NO. 94-1 0.01. DPUC 1- into The Southem New Enaland 
TeleDhone -nv‘s Cost of Provdina serylne . , the Department expressed its 

Telecommuni- the S o m m  New F- I where 

. . .  
. .  
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preference, in light of Public Act 04-83, for the Total Service Long Run Incremental Cost 
(TSLRIC) methodology over both W C  and FDC methodologi whenever mibb in the 
belief that TSLRlC better demonstrates the rcilative impact of technOlogical progress and 
cornpatitiwe protkhcy on current financial commitments of the sponsor. The TSLRIC 
methodology represents a m o d i n  oftha LRlC approach by Utilhing total demand for 
a service as the bame for calculating the incremental cost of addition, replacement or 
enhancement to the s e h .  This produces a rOmard4ooking cost similar to the LRlC 
methodology, but reduces some ofthe aQuIomic distortions that might otherwise emerge 
using a narrower base of analysis. 

TSLRIC. however, does not capture som costs incurd by the provider in the conduct 
of making available a particular 8ervice, w h i i  costs are otherwise dlected m FDC 
methodologi and for w h i i  the provider b entitled to be compensated. These costs are 
generally referred to as common costs or shared coots and are not sufficiently 
distinguishable to be incorpontad into a TSLRIC study. In FDC studii. such coots would 
be included at the aggregatt cost kvel and apportioned over each unit of service. Thus, 
recovery of those costs would be the shared responsibility of users of the associated 
service. 

The Department has previously concluded that telephone companies are rightfully 
entitled to recover prudent common costs in the c w n e  of designing mtes for their 
services. Given the fact that TSLRIC methodologies make no provision for the 
incorporation of such costs into their analysii framework, the cost thresholds generated by 
TSLRIC do not represent a fair and reasonable price for the service. The Department has 
recognized that fad and has thus endorsed the principle of contribution as a means to 
satisfy some of those common or shared costs incurred in the provision of the respective 
service. See Decision, Docket No. 94-10-01, June 15, 1995. p. 27. Contribution 
represents nothing more than a monetary increment above the TSLRIC cost refleaad in 
the margin for any given service. The amount of contribution approved through any given 
tariff should theoretically be sufticient to reduce the pool of unrecovered costs assodated 
with the service over some period of time. Contribution. therefora, provides a pool of funds 
that will offset in part, if not in total, common costs not induded in the TSLRIC. 

In summary, in Docket No. 94-10-01 the Department reaffirmed many of the cost 
principles adopted in earlier proceedings as Ute continued policy of the Department under 
Public Act 94-83, and, where appropriate, refined policies to recognize the changes 
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IOCKET NO. : 950984-TP 
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NO. 4 
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BEFORE TBE 
FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: 

RESOLUTION OF PETITION(S) 
TO ESTABLISH NONDISCRIMINATORY : DOCKET NO. 
RATES, TERMS, AND CONDITIONS FOR : 950984-TP 
RESALE INVOLVING LOCAL EXCHANGE 
COMPANIES ANCi ALTERNATIVE LOCAL : FILED 
EXCHANGE COMFANIES PURSUANT TO : 12/11/95 
SECTION 364.161, FLORIDA STATUTES : 

Deposition of TIMOTHY DEVIN'E, taken pursuant to 

the stipulations contained herein; the reading and signing 

of the deposition reserved, before Brenda C. Davis, B- 

1572, Certified Court Reporter, Notary Public in and for 

Newton County, Georgia, commencing at 5:27 P.M.. on 

Friday, January 5, 1996, via telephonic means, with the 

court reporter being present at the offices of BellSouth 

Telecommunications at 675 W. Peachtree Street, Suite 4300, 

Atlanta, Georgia. 

******************* 
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WITNESS 

TIMOTHY DEVINE 

Cross examination by Mr. Lackey 
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(See the deposition of Aniruddha Banerjee for the court 
reporter disclosure as required by Georgia law.) 

(sic) 
_ _  
... 
(phonetic) _ _  ... ... 
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TRANSCRIPT LEGEND 

= Exactly as stated 
= Break in continuity 
= Sentence incomplete or speaker trailed off 
= Exact spelling unknown 
= Break in phone transmission 
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PROCEEDINGS 

(5:24 P.M.) 

(Whereupon, Timothy Devine was sworn 

by Ms. Susan Lavery, Notary Public, at the 

beginning of the previous deposition taken 

at 3:44 P.M.) 

MR. LACKEY: This is the deposition of 

Mr. Tim Devine, taken in Florida Docket 

Number 950984-TP. 

I'm R. Douglas Lackey, appearing on 

behalf of BellSouth Telecommunications, 

Inc. 

Take the appearances, please. 

MR. FALVEY: This is James C. Falvey 

on behalf of Metropolitan Fiber Systems of 

Florida, Inc. And I'm with the law firm 

of SwitAler & Berlin. 

MR. HORTON: Norman H. Horton, Jr. and 

Floyd R .  Self of Messer, Caparello law 

firm appearing on behalf of LDDS Worldcom. 

MR. EDMONDS: This is Donna Canzano, 

Scott Edmonds and Tracy Hatch on behalf of 

the Commission Staff. 

MR. LACKEY: Can we use the same 

stipulations, Jim? 
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MR. PALVEY: Yes. 

(It is stipulated and agreed by and 

between counsel appearing for the 

respective parties that: 

This deposition is taken pursuant to 

notice. That objections, except as to the 

form of the question are reserved until 

the hearing. And the witness doesn't 

waive reading and signing of the 

deposition. 

And that no one will go off the record 

without the consent of the deponent.) 

Whereupon, 

TIMOTHY DEVINE 

was called as a witness herein and, having been 

first previously duly sworn, was examined and 

deposed as follows: 

CROSS EXAMINATION 

BY MR. LACKEY: 

Q. Mr. Devine, will you state your name and 

address for the record? 

A. Timothy T. Devine, 6 Concourse Parkway, 

Suite 2100, Atlanta, 30328. 

Q. Mr. Devine, if I ask you a question that's 

not clear, would you stop me and ask me to repeat 

VERBATIM COURT REPORTERS, INC. 
P .  0. Box 941760 

Atlanta, Georgia 31 141 
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2 4  

25 

it and rephrase it so that you can understand it? 

A. Yefa. 

Q. And if you need to take a break in the 

next few minutes would you tell me that as well? 

A .  Yes. 

Q .  Mr. Devine, I'm almost out of time. I'm 

going to try to ask you some direct questions. If 

you would try to focus on my questions, I'd 

appreciate : L t .  

In an earlier deposition, I asked you 

whether you thought you were comfortable talking 

about a basic telephone network and you said you 

were. Is that still true? 

A .  Yes. 

Q. When we speak about a local loop, Mr. 

Devine, do you understand that to be the facility 

that runs between a subscriber's premises and the 

serving central office of the telephone company 

providing local dial tone to the subscriber? 

A .  It would be from the demarkation point at 

the customer premise, normally a 66 block probably 

in a telephone closet or on a residence running to 

- -  you know, through the outside plan of the 

network, maybe through a subscriber line carrier 

out in a neighborhood, possibly in a building with 

VERBATIM COURT REPORTERS, INC. 
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the transmission piece all the way back to the 

central office to a main distribution frame, 

possibly into a - -  to a subscriber line carrier or 

multiplexer or any other wiring at the wire center. 

Q. Are you through with your answer? 

A. Yes. 

Q. Okay. Let's talk about the simplest local 

loop and that's one that begins at a residence with 

a twisted pair on the side of the house and runs 

back to the central office to provide dial tone for 

that residential customer. 

You would expect that the drop line at the 

house simply be a twisted pair; wouldn't you? 

A. Yes, it'd be a twisted pair, wired to a 

network interface unit on a - -  be a little block. 
Q. Probably on the side of the house; is that 

what you' mean? 

A. Yes. 

Q. And that twisted pair would be run back 

towards the central office and some - -  it could 

either go all the way back to the central office or 

it could go to some intermediary facility; is that 

correct? 

A. Yes, there could be some kind of junction 

box. There could be some kind of additional 
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electronic 'there, possibly a subscriber line, 

something o f  that nature. And then, eventually 

traversing back into a wire center and probably 

first to a main distribution frame. 

Q. And that if it - -  if it ran to a 
subscriber :Line carrier, would that be something 

that performed a multiplexing function for a number 

of twisted pair? 

A. Yes. 

Q. F o r  instance, and I don't mean to be 

overly precise, but perhaps the telephone lines 

from a 50 home subdivision might come to a 

subscriber line carrier and it might be multiplexed 

into a different facility and then carried back to 

the central office? 

A. Yes, that's fairly common. 

Q. And. would there be any other facilities 

involved in the basic local loop besides the 

twisted pair, perhaps the subscriber line carrier 

and then I think you said the main frame at the 

central office, would that basically comprise the 

loop? 

A. Yeah, you have the termination at the 

customer's site. You might have, you know, wiring 

at the customer's site. You have the outside 
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plant. You might have some additional electronics 

in the outside plant and like you said then you 

have the wiring back to the office and at the 

office, you’re going to have the main distribution 

frame and possibly a split or multiplexer, 

different type device. 

Q. Now, M F S ,  if I understand, basically 

interconnects with local exchange companies at 

either a tandem or a central office; right? 

A. Well, when we do co-location, we - -  we 

get, you know, either space through physical co- 

location or we get electronics dedicated to us for 

virtual co-location. And that would be at a 

serving wire center. It could be housing a tandem. 

It could be housing an end office. 

Q. What I’m trying to determine is whether 

M F S  would have any need to have the local loop 

further unbundled down into, for instance, that 

pair that ran between the subscriber’s house and 

the subscriber loop carrier that we talked about? 

A. Now, I think conceptually probably M F S  and 

BellSouth agree generally with - -  in terms of a 

technical unbundling other than a couple of issues. 

I mean, we really initially just want to be able to 

cross connect at a voice grade level at a location 
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where we have co-location to, let's say, a voice 

grade two wire or four wire or an ISDN grade loop 

or a DS-1 level circuit, like for a PBX trunk. 

And then, we also secondly want to be able 

to put our digital loop carrier in the wire center 

through co-location. And then, possibly as a third 

option, purchase concentration or multiplexing from 

BellSouth. 

Q. So, between the central office and the 

subscriber, you all haven't presently asked for any 

further disaggregation of the loop? You're more 

interested :tn what happens after it hits the 

central off:tce right now I take it? 

A. Yes, that's correct. 

Q. And when it hits the central office, what 

we've been talking about is whether you all will be 

allowed to locate a digital loop carrier in the 

central office which would allow you to receive 

lines from the switch and then basically 

concentrate them and carry them back to your 

switch, wherever it is; that's the functionality; 

isn't it? 

A. Well, actually, you know, we don't 

consider the digital loop carrier as a switch. 

Q. Yeah, I understand that. 
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A. Yeah, we would want to take a DS-1 from 

our pot bay at the co-location site and 

electrically cross connect it, you know, to the 

digital loop carrier, whether it's our digital loop 

carrier or your digital loop carrier and then buy 

voice grade terminations into the digital loop 

carrier. 

Q. And what we would do is we would then 

terminate these voice grade lines into the digital 

loop carrier that you say you owned and co-located, 

and then behind that digital loop carrier you would 

perform whatever electronical service you needed to 

perform to carry back to your switch; correct? 

A. Yes, exactly. 

Q. And so one of the issues that exist in 

this with regard to unbundling - -  let me ask you 

this differently. Is the location of a digital 

loop carrier in a BellSouth CO an unbundling issue? 

A. Well, primarily we want to be able to have 

the network unbundled so we can cross connect voice 

grade loops to our virtual co-location digital loop 

carrier equipment. 

If for some reason, you know, it becomes 

an obstacle with BellSouth, I mean, we feel through 

the FCC process - -  I know when co-location came out 
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... I sent a bona-fide request to cross - -  a few . . .  
connect at <a voice grade level. You could do it. 

The LEC had to respond within 4 5  days and we could 

put any kind of multiplexing type equipment into 

the virtual co-location or physical co-location 

arrangement. So, we already feel we have a right 

to do that. But we'd like the Commission in this 

docket to order that we can. 

And then secondly, we would like to have 

BellSouth provide us an opportunity to have them 

offer digital loop carrier multiplexing 

concentration capability at the wire center. 

So, we don't have to have it out in a 

building or at a - -  you know, whether it's an 

apartment complex or a business building, we just 

want to get it at the wire center. 

Q. Well, I guess the question I was hoping to 

have asked was do you have any belief o r  

understanding or knowledge that Southern Bell - -  

BellSouth currently has those digital loop carriers 

in those COS, central offices? 

A. I couldn't sign an affidavit that says 

they do, but it's technology that's very commonly 

used within the local exchange network, and LECs 

either place them at wire centers or in, you know, 
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let's say a subdivision area or in a building. So, 

if BellSouth is anything like any other LEC in the 

country, it's fairly common to put digital loop 

carriers in wire centers. And, in fact, I was very 

involved in unbundled loops in New York with New 

York Telephone. And it's very common for them to 

have digital loop carriers in the buildings in New 

York. And also, in fact, in Massachusetts. 

Q. Is it your position that a digital loop 

carrier and what has sometimes been referred to as 

a concentrator are the same piece of equipment? 

A. Yes. 

Q. Now, is it your position that if BellSouth 

does not have a digital loop carrier/concentrator 

in a central office that BellSouth should be 

obligated to put one in that central office so that 

you can have the use of it? 

A. No, if BellSouth were to allow us to and 

if the Commission were to order that we could 

utilize digital loop carriers through virtual co- 

location and if you did not have digital loop  

carriers at that wire center, you would not be - -  
we would not feel that you would be obligated to 

put them in the wire center. 

Q. Okay. So, certainly MFS today is not 
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complaining that BellSouth has digital loop 

carriers in its central offices and is simply 

refusing to let you have access to them or to 

utilize them? 

A. Now, discussions about the subject - -  and 
I think - -  :I mean - -  I don't - -  I don't think 

BellSouth has said, no, they won't do that. They 

haven't said yes. So, I don't know if they have 

any at wire centers or don't. I'm assuming if 

their network is like anybody else's they probably 

do. So, I don't really know their reasoning on 

that issue to be honest with you. 

Q. What I want to make sure on the record is 

is that it's not a case where BellSouth has said, 

"Yep, we got: them, but you can't have them"? 

A. Yeah, I don't - -  I don't think they've 
said that to me, but I don't know why they haven't 

really just said, "Okay. You can have whatever you 

want." I think in - -  a couple of months ago, I had 

discussions with BellSouth and, you know, they did 

- _  you know, what possibly it would cost to do 

concentration if they provided it. 

So, it's something that - -  that I've 

discussed with them and - -  and they really haven't 
- -  you know, they haven't said a hundred percent no 
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and they haven't said a hundred percent yes. I 

mean, my attitude is when you're having a 

discussion with anybody for an agreement or 

whatever, until you have a signed document it 

really doesn't really matter. So, if I gave you a 

document that said I'd pay you $100 a month or $100 

a minute to terminate a call, and you thought that 

was great but I never signed it with you, it really 

doesn' t mean much. 

So, we never really agreed on exactly how 

BellSouth could or would do that. 

Q. But the short answer is you're not 

claiming that we have them, we told you we have 

them, you know we have them and we're just saying 

no just to say no? 

A. No, 'cause, in fact, you know, BellSouth 

has floated - -  at my request, they've actually a 

couple of months ago said that they're considering 

it and they actually showed me some numbers on it. 

So, I mean, they're thinking about it, I'd say. 

Q. Now, is there - -  we've talked about the 
I'm just local loop, and I think - -  and I'm not - -  

trying to repeat what we said. We've agreed that 

below or beyond the CO - -  between the CO and the 
subscriber, we're really not talking about 
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unbundling ,the loop into further components. And 

we've talked about digital loop carriers. 

Is there any other unbundled aspect of the 

network that you all are you interested in that we 

haven't talked about here today? 

A. In terms of transition and multiplexing? 

Q. Yeah. 

A. Y o u  know, no. The other items are really 

in a different.. . 

Q. Okay. 

A. I mean, j u s t  so you understand, Mr. 

Lackey, I mean, we've - -  I've always had good and 
fluid discussions with BellSouth on both 

interconnection and unbundling, and we just haven't 

been able to reach agreement on these issues. 

I think on a lot of the interconnection 

issues, we're probably pretty close, like on the 

platform stuff. But we're never able to get down 

to actually agreeing with something. I think since 

they signed their agreement with a bunch of 

parties, they feel that kind of that's the 

agreement at. this point and they don't really want 

to stretch from it. 

So, I - -  I think there's probably a lot of 
opportunity for agreement between the companies, 
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but I think, you know, positions are different and 

there just was - -  couldn't reach agreement in 
writing . 

Q. Now, there was some discussion earlier 

today about imputation. Is imputation a subject 

about which you know something? 

A. Yes, in terms of how it affects us with 

competition in the local exchange market; yes, it 

is. 

Q. And I think the context in which it was 

raised had to do with charging a special access 

rate for a local loop and imputing that rate into 

BellSouth rates. Were you present during that 

discussion? 

A. I was for part of it. 

Q. Okay. 

A. Primarily when we're looking at imputation 

_ _  well, if it's interconnection and let's say 

you're charging me, let's say, half a penny a 

minute and you're saying that, okay, your 

incremental cost is half a penny a minute to 

terminate a call, then your incremental cost to 

originate a call is half a penny then your 

additional cost of billing and collection. You 

have administrative fees. You have to calculate 

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 

VERBATIM COURT REPORTERS, INC. 
P. 0. Box 941760 

Atlanta, Georgia 31 141 
(770) 986-9812 



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 

19 

those costs into your retail rates to your 

customers a,nd also if you were to charge us for a 

unbundled l'oop, you would also impute that price 

that you charge us for a unbundled loop and any 

other of yo'ur costs into the price of your retail 

rate for th,at service. 

Q. Al:L right. Let's just talk about the 

loop, since this is the unbundling docket. I think 

the loop un,der the special access tariff in Florida 

is $21. Doaes that seem about right to you? 

A. Yeah, subject to check, you know, that 

sounds in t:he ball park; yes. 

Q. Now, do you know what the average business 

rate in F1o:rida is? 

A. I believe it's in the upper $20 range. 

Q. Okay. And that's just for the basic 

service. That doesn't include any bells or 

whistles liike hunting and that sort of thing; does 

it? 

A. Oh,, yeah. That would be the line, the 

capability :€or basic service. So, that would be 

basic service and also assuming, of course, flat 

rated service. So that's why our concern about 

when we're paying a permanent rate, you know, you 

have to calculate that into 'the total, you know, 
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retail cost when you look at the whole equation. 

Q. All right. But for the purpose of the 

unbundled loop, clearly the price that - -  that 

Southern Bell has agreed to with the other 

carriers, that special access rate of I think we 

said $21, that rate does not exceed what business 

customers in Florida pay for business lines; 

correct ? 

A. Well, for a line versus a total charge, 

no. But we really feel that you should price 

services based on long run incremental cost. I 

mean, as you asked me earlier and, you know, MFS is 

very candid about this, initially getting into the 

business in the first phase of our development, we 

are focusing on the business market. If BellSouth 

were to price loops on an incremental basis, that 

would m e e  it, you know, opportune for us to get 

into the residential market more aggressively 

'cause residential flat rate service, I believe, is 

around $10 a month in Florida. 

Q. Okay. And you would agree, wouldn't you, 

as a good businessman that - -  that neither you nor 

BellSouth other than for societal purposes should 

be required to price a service below cost; should 

it? 
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A. No. I mean, what we feel on the issue is 

imputation and costing for loops is, loops should 

be priced at long running incremental cost and then 

there should be an imputation standard that should 

try to be met. But currently based on what's going 

on in Florida, rates are frozen. If for some 

reason BellSouth were to file a LRIC cost study for 

loops and if they were to show that their LRIC cost 

would not meet an imputation standard, then 

currently statutorially the rates could not be 

raised anyway for a BellSouth subscriber. 

So, how we look at it is, you know, things 

such be based on LRIC. There should be an 

imputation standard that should be looked at in 

terms of looking at call terminations, loops and 

everything in calculating interim number 

portability and the like. And then, if for some 

reason, the imputation standard were not met based 

on the price of a loop, then you just - -  you would 
still have to defer it to long run incremental 

cost. 

Now, I really don't feel - -  and our 

corporation doesn't feel that any company should 

necessarily have to price a service below cost. 

Q .  Now . . .  
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. . .  reasonable 'cause we wouldn't want - -  A. . . .  
the same thing imposed upon us. 

Q. Now, with regard to that local loop, have 

you done any study or analysis to determine what 

the incremental cost of a local loop in Florida in 

BellSouth operating territory would be? 

A. No, I haven't. I mean, what we based our 

position on in terms of the range would be studies 

I know in Massachusetts. Nynex filed a study that 

showed a - -  a business loop cost, incremental cost 

at $5 and a residence cost at $7. That was a 

statewide average. In Michigan, the Commission 

ordered loop rates of like $8 and $11. And 

Illinois had rates in that range. 

I just gather to think that, you know, 

BellSouth costs should be somewhere in that range 

in terms of magnitude. 

I don't know if BellSouth's ever filed a 

L R I C  study for a loop. Have or not. 

Q. But the information you referred to was 

all from other states I believe besides Florida; 

correct? 

A. I mean, we - -  we 

Commission's jurisdiction 

we're asking for is that 

feel it's the 

to monitor that. All 

ellSouth have to file 
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LRIC studies. Only the Commission, the Commission 

staff to make the judge in terms of what the actual 

rates should be. 

Q. Just a minute, please. Mr. Devine, I've 

decided to give myself a break and I'm going to 

quit eleven minutes early. 

MR. LACKEY: I'm through asking 

questions. Does anybody have anything? 

MR. HATCH: I'm not sure if anybody's 

left. This is Tracy, but we don't have 

anything. 

(Whereupon, the foregoing matter was 

concluded at 5:50 P.M.) 

-000- 
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C E R T I F I C A T E  

STATE OF GEORGIA ) 

COUNTY OF NEWTON ) 

I, Brenda C. Davis, Certified Court 

Reporter, and Notary Public in and for Newton 

County, Georgia, do hereby certify that the 

foregoing deposition was taken down by me, as 

stated in the caption; that the foregoing questions 

and answers were reduced to print by me; that the 

foregoing pages 4 through 23 represent a true, 

correct, and complete transcript of the evidence 

given by the witness, TIMOTHY DEVINE, who was first 

duly sworn by a notary public present with the 

witness in Atlanta, Georgia; that I am not a 

relative, employee, attorney or counsel of any of 

the parties; that I am not a relative or employee 

of attorney or counsel for any of said parties; nor 

am I financially interested in the outcome of the 

action. 

This, the 7th day of January, 1996. 

/+4&4Je BR NDA C. DAVIS, Ad CCR-B-1572 

Notary Public 

My commission expires: 
December 12, 1999. 
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ERRATA SHEET 

I hereby certify that I have read or have had 
read to me the foregoing and within Pages 4 through 
2 4  and no changes are required: 

TIMOTHY DEVINE 

Sworn t o  and subscribed before me, this - 

day of - , 1996. 

Notary Public 

My commission expires : 

* * * * * * * * * * * * * * * * * * *  

I hereby certify that I have read or have had 
read to me the foregoing Pages 4 through 2 4  and I 
wish to make the following changes: 

Page : .Line : 

Page : .Line : 

Page : .Line : 

Page : .Line : 

Page : .Line : 

TIMOTHY DEVINE 

Sworn t o  and subscribed before me, this 

day , 1996. 

Notary Public 

My commission expires: 

(bed) 
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BEFORE TEE 
FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: 

RESOLUTION OF PETITION(S1 
TO ESTABLISH NONDISCRIMINATORY : DOCKET NO. 

RESALE INVOLVING LOCAL EXCHANGE 
COMPANIES AND ALTERNATIVE LOCAL : FILED 
EXCHANGE COMPANIES PURSUANT TO : 12/11/95 
SECTION 364.161, FLORIDA STATUTES : 

RATES, TERMS, AND CONDITIONS FOR : 950984-TP 

AMENDED CERTIFICATE 

I, Brenda C. Davis, Certified Court Reporter, 

state that the deposition of TIMOTHY DEVINE was 

transcribed and a copy mailed to Mr. Falvey, attorney for 

MFS, on or about January 8 ,  1996, advising him to read and 

sign the deposition within the time parameters allowed 

under Florida Law, and return the executed Errata Sheet to 

my office,. 

As a hearing has been scheduled in this matter 

for Tuesday, January 9, 1996, the original is hereby 

sealed for use at said hearing, with the provision that 

when/if the Errata Sheet is returned, it will be forwarded 

to the appropriate parties; this, the 7th day of January, 

1996 e. & 
A C. DAVIS, CCR-B-1572 

Notfary Public 

MY commission expires: 
December 12, 1999. 
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ACADEMIC AND PROFESSIONAL QUALIFICATIONS OF DON PRICE 

Academic Background: 

My academic background is in the social sciences. I received my Bachelor of 

Arts degree in Sociology from the University of Texas at Arlington in May of 1977, 

and was awarded a Master of Arts degree in Sociology by the University of Texas a t  

Arlington in December, 1978. 

Professional Qualifications: 

From January, 1979 until October, 1983, I was employed by the Southwest 

telephone operating company of GTE where I held several positions of increasing 

responsibility in Economic Planning where I became acquainted with such local 

exchange telephone company functions as the workings and design of the local 

exchange network, the network planning process, the operation of a business office, 

and the design and operation of a large billing system. 

From November 1983 until November 1986, I was employed by the Public 

Utility Commission of Texas (PUCT). I initially provided analysis and expert testimony 

on a variety of rate design issues including setting of rates for switched and special 

access services, MTS, WATS, EAS, and local exchange service. In 1986 I was 

promoted t o  Manager of Rates and Tariffs, and was directly responsible for staff 
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analyses of rate design and tariff issues in all telecommunications proceedings before 

the Texas Commission. 

I have been with MCI for nearly nine years, all of which has been in the 

regulatory arena. In my present position, I have broad responsibilities in monitoring 

and participating in telephone-related state regulatory and legislative proceedings 

throughout the Southwestern Bell and BellSouth service areas, primarily focused on 

the policy issues surrounding local competition. 

I have presented testimony before a number of state commissions, including the 

Public Service Commission of Arkansas, the Public Service Commission of Florida, the 

Kansas Corporation Commission, the Louisiana Public Service Commission, the 

Missouri Public Service Commission, the North Carolina Utilities Commission, the 

Corporation Commission of the State of Oklahoma, the Public Service Commission of 

South Carolina, the Public Service Commission of Tennessee , and the Public Utility 

Commission of Texas. A list of those proceedings in which I have furnished testimony 

is provided on the following pages. 
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TESTIMONY PRESENTED BEFORE 
REGULATORY UTILITY COMMISSIONS 

Arkansas 

Docket No. 91 -051-U: IN RE IMPLEMENTATION OF TITLE IV OF THE AMERICANS 
WITH DISABILITIES ACT OF 1990 

Docket No. 92-079-R: IN THE MATTER OF A PROCEEDING FOR THE DEVELOP- 
MENT OF RULES AND POLICIES CONCERNING OPERATOR SERVICE 
PROVIDERS 

F I o r i d a 

Docket No. 941 272-TL: IN RE: SOUTHERN BELL TELEPHONE AND TELEGRAPH 
COMPANY'S PETITION FOR APPROVAL OF NUMBERING PLAN AREA RELIEF 
FOR 305 AREA CODE 

Docket No. 950696-TP: IN RE: DETERMINATION OF FUNDING FOR UNIVERSAL 
SERVICE AND CARRIER OF LAST RESORT RESPONSIBILITIES. 

Docket No. 950737-TP: IN RE: INVESTIGATION INTO TEMPORARY LOCAL 
TELEPONE NUMBER PORTABILITY SOLUTION TO IMPLEMENT COMPETITION 
IN LOCAL EXCHANGE TELEPHONE MARKETS. 

Kansas 

Docket No. 190,492-U: IN THE MATTER OF A GENERAL INVESTIGATION INTO 
COMPETITION WITHIN THE TELECOMMUNICATIONS INDUSTRY IN THE 
STATE OF KANSAS 

Louisiana 

Docket No. U-17957: IN RE: INVESTIGATION OF OPERATING PRACTICES OF 
ALTERNATIVE OPERATOR SERVICES PROVIDERS TO INCLUDE RATES AND 
CHARGES 

DocOb+[ ;I' h!lrT1[i[R-DATE 

i 1 2 9 8  Mov14% 
FPSC-RE~CROS/REPORTING 
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Docket No. U-19806: IN RE: PETITION OF AT&T COMMUNICATIONS OF THE 
SOUTH CENTRAL STATES, INC., FOR REDUCED REGULATION OF INTRA- 
STATE OPERATIONS 

Docket No. U-20237: IN RE: OBJECTIONS TO THE FILING OF REDUCED WATS 
SAVER SERVICE RATES, INTRALATA, STATE OF LOUISIANA 

Docket No. U-20710: IN RE: GENERIC HEARING TO CLARIFY THE PRIC- 
ING/IMPUTATION STANDARD SET FORTH IN COMMISSION ORDER NO. 

TO LEC COMPETITIVE TOLL OFFERINGS 
U - I  7949-N ON A PROSPECTIVE BASIS ONLY, AS THE STANDARD RELATES 

Missouri 

Case No. TO-87-42: IN THE MATTER OF SOUTHWESTERN BELL TELEPHONE 
COMPANY FILING ACCESS SERVICES TARIFF REVISIONS AND WIDE AREA 
TELECOMMUNICATIONS SERVICE (WATS) TARIFF, INDEX, 6th REVISED 
SHEET, ORIGINAL SHEET 16.01 

Case No. TO-95-289, et al: IN THE MATTER OF AN INVESTIGATION INTO THE 
EXHAUSTION OF TELEPHONE NUMBERS IN THE 314 NUMBERING PLAN 
AREA 

North Carolina 

Docket No. P-100, SUB 119: IN THE MATTER OF: ASSIGNMENT OF N11 DIALING 
CODES 

Oklahoma 

Consolidated Dockets PUD NO. 000237: IN THE MATTER OF THE APPLICATION 
OF SOUTHWESTERN BELL TELEPHONE COMPANY FOR AN ORDER APPROV- 
ING PROPOSED CHANGES AND ADDITIONS IN APPLICANTS' WIDE AREA 
TELECOMMUNICATIONS SERVICE PLAN TARIFF; and 

PUD NO. 000254: IN THE MATTER OF THE APPLICATION OF SOUTHWEST- 
ERN BELL TELEPHONE COMPANY FOR AN ORDER APPROVING PROPOSED 
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ADDITIONS AND CHANGES IN APPLICANTS’ ACCESS SERVICE TARIFF AND 
WIDE AREA TELECOMMUNICATIONS SERVICE PLAN TARIFF 

Consolidated Dockets PUD NO. 920001 335: IN THE MATTER OF THE 
APPLICATION OF THE OKLAHOMA RURAL TELEPHONE COALITION, GTE 
SOUTHWEST, INC., ALLTEL OKLAHOMA, INC., AND OKLAHOMA ALLTEL, 

MENT PLAN; and 
INC. FOR AN ORDER ADOPTING THE OKLAHOMA ALTERNATIVE SETTLE- 

PUD NO. 920001 21 3: IN THE MATTER OF THE APPLICATION OF SOUTH- 
WESTERN BELL TELEPHONE COMPANY FOR AN ORDER IMPLEMENTING 
TERMINATING ACCESS CHARGES IN LIEU OF INTRALATA TOLL AND 
SURCHARGE POOLS; and 

PUD NO. 940000051: IN RE: INQUIRY OF THE OKLAHOMA CORPORATION 

CHARGE POOL SHOULD CONTINUE TO EXIST IN THE STATE OF OKLAHOMA 
COMMISSION REGARDING WHETHER THE INTRALATA TOLL POOL AND SUR- 

South Carolina 

Docket No. 92-606-C: IN RE: GENERIC PROCEEDING TO REVIEW THE USE OF 
N11 SERVICE CODES 

Tennessee 

Docket No. 93-07799: IN RE: SHOW CAUSE PROCEEDING AGAINST CERTIFIED 
IXCS AND LECS TO PROVIDE TOLL FREE, COUNTY-WIDE CALLING 

Docket No. 94-001 84: INQUIRY FOR TELECOMMUNICATIONS RULE-MAKING 
REGARDING COMPETITION IN THE LOCAL EXCHANGE 

Docket No. 93-08793: IN RE: APPLICATION OF MCI METRO ACCESS TRANS- 
MISSION SERVICES, INC. FOR AUTHORITY TO OFFER LOCAL EXCHANGE 
SERVICES WITHIN TENNESSEE 

Docket No. 95-02499: UNIVERSAL SERVICE PROCEEDING, PART 1 -- COST OF 
UNIVERSAL SERVICE AND CURRENT SOURCES OF UNIVERSAL SERVICE 

MECHANISMS 
SUPPORT, AND PART 2 -- ALTERNATIVE UNIVERSAL SERVICE SUPPORT 
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Texas 

Docket 4992: APPLICATION OF GENERAL TELEPHONE COMPANY OF THE 
SOUTHWEST FOR A RATE/TARIFF REVISION 

Docket 51 13: PETITION OF PUBLIC UTILITY COMMISSION FOR AN INQUIRY 
CONCERNING THE EFFECTS OF THE MODIFIED FINAL JUDGMENT AND THE 

PHONE COMPANIES OF TEXAS (Phase II) 
ACCESS CHARGE ORDER UPON SW BELL AND THE INDEPENDENT TELE- 

Docket 5610: APPLICATION OF GENERAL TELEPHONE COMPANY OF THE 
SOUTHWEST FOR A RATE INCREASE 

Docket 5800: APPLICATION OF AT&T COMMUNICATIONS FOR AUTHORITY TO 
IMPLEMENT "REACH OUT TEXAS" 

Docket 5898: APPLICATION OF SAN ANGELO FOR REMOVAL OF THE 
EXTENDED AREA SERVICE CHARGE FROM GENERAL TELEPHONE COMPANY 
OF THE SOUTHWEST'S RATES IN SAN ANGELO, TEXAS 

Docket 5926: APPLICATION OF SOUTHWESTERN BELL TELEPHONE COMPANY 
TO ESTABLISH FEATURE GROUP "E" (FGE) ACCESS SERVICE FOR RADIO 
AND CELLULAR COMMON CARRIERS 

Docket 5954: INQUIRY OF THE PUBLIC UTILITY COMMISSION OF TEXAS INTO 
OFFERING EXTENDED AREA SERVICE IN THE CITY OF ROCKWALL 

Docket 6095: APPLICATION OF AT&T COMMUNICATION FOR A RATE 
INCREASE 

Docket 6200: PETITION OF SOUTHWESTERN BELLTELEPHONE COMPANY FOR 
AUTHORITY TO CHANGE RATES 

Docket 6264: PETITION OF THE GENERAL COUNSEL FOR INITIATION OF AN 
EVIDENTIARY PROCEEDING TO ESTABLISH TELECOMMUNICATIONS 
SUBMARKETS 

Docket 6501 : APPLICATION OF VALLEY VIEW TELEPHONE COMPANY FOR AN 
AMENDMENT TO CERTIFICATE OF CONVENIENCE AND NECESSITY 
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Docket 6635: APPLICATION OF MUSTANG TELEPHONE COMPANY FOR 
AUTHORITY TO CHANGE RATES 

Docket 6740: APPLICATION OF SOUTHWEST TEXAS TELEPHONE COMPANY 
FOR RATE INCREASE 

Docket 6935: APPLICATION OF SOUTHWESTERN BELL TELEPHONE COMPANY 
TO INTRODUCE MICROLINK II - PACKET SWITCHING DIGITAL SERVICE 

Docket 8730: INQUIRY OF THE GENERAL COUNSEL INTO THE MEET-POINT 
BILLING PRACTICES OF GTE SOUTHWEST, INC. 

Docket 821 8: 
CREDIT 

INQUIRY OFTHE GENERAL COUNSEL INTO THE WATS PRORATE 

Docket 8585: INQUIRY OF THE GENERAL COUNSEL INTO THE REASONABLE- 
NESS OF THE RATES AND SERVICES OF SOUTHWESTERN BELL TELEPHONE 
COMPANY 

Docket 101 27: APPLICATION OF SOUTHWESTERN BELLTELEPHONE COMPANY 
TO REVISE SECTION 2 OF ITS INTRASTATE ACCESS SERVICE TARIFF 

Docket 11441 : PETITIONS OF INFODIAL, INC., AND OTHERS FOR ASSIGNMENT 
OF ABBREVIATED N11 DIALING CODES 

Docket 1 1840: JOINT PETITION OF SOUTHWESTERN BELL TELEPHONE 
COMPANY AND GTE SOUTHWEST, INC. TO PROVIDE EXTENDED AREA 
SERVICE TO CERTAIN COMMUNITIES IN THE LOWER RIO GRANDE VALLEY 

PETITION OF MCI TELECOMMUNICATIONS CORPORATION FOR 
AN INVESTIGATION OF THE PRACTICES OF SOUTHWESTERN BELL 
TELEPHONE COMPANY REGARDING THE EXHAUSTION OF TELEPHONE 
NUMBERS IN THE 214 NUMBERING PLAN AREA AND REQUEST FOR A CEASE 
AND DESIST ORDER AGAINST SOUTHWESTERN BELL TELEPHONE COMPANY 

Docket 14447: 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Resolution of petition(s) ) 

rates, terms, and conditions for ) Docket No. 950984-TP 

companies and alternative local ) Served: January 2, 1996 

Section 364.161, Florida Statutes. ) 

to establish nondiscriminatory ) 

resale involving local exchange ) 

exchange companies pursuant to 1 

MCI METRO ACCESS TRANSMISSION SERVICES, INC.*s RESPONSES 
TO STAFF'S FIRST SET OF INTERROGATORIES (NOS. 1-13) 

MCI Metro Access Transmission Services, Inc. (MCImetro) 

hereby responds to the Staff's First Set of Interrogatories. 

The answers to these interrogatories were provided by: 

Don Price 
Regional Manager, Local Competition Policy 
MCI Telecommunications Corporation 
701 Brazoq, Suite 600 
Austin, TX 78701 

RESPONSES TO INTERROGATORIES 

1. Please provide a detailed outline of your proposed 
unbundling/resale agreements with Bellsouth. 

MCImetro Resuonse: MCI believes that the unbundling arrangement 
between incumbent LECs and ALECs must address several key issues 
in order to foster the development of competition in Florida 
local exchange markets. The arrangement needs to address the 
availability of unbundled LEC network components, including local 
loops, loop transport, and loop concentration as well as 
appropriate pricing of unbundled components. 
also to be resolved include availability of order entry, repair, 
testing, and other administrative systems required for the 
provision of unbundled facilities, on a mechanized basis. 

Ancillary issues 

In order to provide competitive local exchange services, 
ALECs will need to use these facilities (local loops, loop 
transport, loop concentration, and administrative systems) of the 
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incumbent LECs in areas where the new entrants do not have their 
own loops in place. 
providers can exist in all locations. It is possible, at least 
for some time to come, that loop plant in some locations may 
exhibit the characteristics of a natural monopoly. 
allowed to purchase the components listed above on an unbundled 
basis in order to be able to provide the other components of 
local service, such as switching, billing, and customer service, 
that they can provide as efficiently, or more efficiently than 
the incumbent. Any portion of the bundle known as basic local 
exchange service that an ALEC can provide more efficiently than 
the incumbent enhances the overall efficiency of 
telecommunications. Consumers of local exchange service will 
even benefit from competition among providers that are no more 
than equally efficient at providing these additional components 
of local service, as competition will lower prices and force 
providers, including the incumbents, to improve service quality. 

issues and have not been able to come to agreement on resolution 
of all matters. As part of those discussions, MCImetro’s 
proposal has included the following suggested solutions: 

It is still unclear whether alternative loop 

ALECs must be 

MCImetro and BellSouth have held discussions on the above 

BellSouth should make available local loops, loop 
transport, and loop concentration on an unbundled 
basis. A local loop involves those basic network 
components which provide a connection between the 
end user‘s premises and the LEC‘s central office 
switch. The network elements involved would 
include the buried cable or aerial facility(ies) 
and the line card or other terminating device 
inside the LEC’s central office. 
concentration is the function of concentrating the 
traffic from a number of loops onto a single 
channel. Loop transport is the function of 
connecting cqncentrated loops from the central 
office of the incumbent LEC to the network of a 
new entrant. New entrants will need to be able to 
purchase all three of these components on an 
unbundled basis if they are to be able to offer 
service in areas where they do not have loops in 
place. 

Upon request, BellSouth should make available any 
other basic network function, or “BNF” of its 
network, that it is technically feasible to 

Loop 

-2- 
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unbundle. This includes the list of elements 
requested by MFS. A BNF, or Itbuilding block", is 
the most disaggregated function of the local 
exchange network that is capable of being 
unbundled and offered separately as a distinct 
service. Because the provision of local exchange 
service has not previously been open to 
competitive entry, it is not possible, a Driori, 
to identify every BNF that can be efficiently 
provided by more than one firm and subject to 
competitive supply. Competitive providers should 
not be required to purchase a bundled LEC service 
in order to provide one component that may be 
unbundled from the tariffed service. 

- If the Commission sets rates, terms, and 
conditions for unbundled elements of BellSouth's 
network, those rates or other arrangements should 
be tariffed and should be available on a non- 
discriminatory basis to all parties similarly 
situated. 

- The appropriate price for these unbundled elements 
should be set at direct economic cost, which is 
total service long run incremental cost 
(sBTSLRIC;). 
would preclude BellSouth from passing an 
imputation test and would allow BellSouth to 
create a price squeeze. When a firm that supplies 
essential inputs to a competitor recovers less 
from its end users for those essential inputs than 
it charges its competitor, the competitor faces a 
price squeeze. Under a price squeeze, an equally 
efficient or even a more efficient (depending upon 
the amount of the price squeeze) firm will be 
effectively prevented from entering the market. 
Given the flat rates charged for local exchange 
service, a price for loops that is greater than 
TSLRIC will create a price squeeze for new 
entrants. 

- BellSouth should provide, on a mechanized basis, 
access to order entry, repair, testing, and any 
other administrative systems required for the 
efficient use of unbundled facilities. To the 
extent that an ALEC provides services using some 

Any other level of price above cost 
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BellSouth network components, the ALEC's success 
in the marketplace can be easily controlled by 
BellSouth. Poor service quality, missed dates for 
turning up service, or late installations -- all 
of which BellSouth can impact in an unbundled 
service environment -- will have an extremely 
harmful impact upon ALECs such as MCImetro. To 
prevent such anticompetitive results, intercompany 
procedures must be established between incumbents 
and ALECs that give ALECs automated access to 
these order entry, repair, testing, and any other 
related administrative systems. 

a. Have the parties agreed on any specific 
items? If so, what items? 

pCImetro ReSDOnSe: 
reached on specific issues. MCImetro believes, however, that 
general agreement exists on the following issues: 

There has been no explicit agreement yet 

1) that a specific set of network elements (i.e. local 
loop, line-side port, loop concentration, collocation, 
and signalling) should be made available on an 
unbundled basis; 

2) that common channel signaling should be provided on 
all trunk types that support CCS7 and that industry- 
standard 911 trunks and operator services trunks should 
be provided; and 

3) that ALECs require access to the "municipal street 
address guide" and that inter-company procedures must 
be developed to support mechanized population of the 
'Automatic Line Identificationii database in order to 
support 911 service. 

b. What specific items renain at issue? 

MCImetro re8Donse: All other issues remain unresolved, including, 
but not limited to, the following: 

1) compensation for elements of local loop unbundling; 
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2) the extent of future unbundling that BellSouth may 
be required to accomplish and the procedures for 
achieving such additional unbundling; 

3) the necessary mechanized intercompany procedures to 
support the ordering and testing of unbundled components, 
and other administrative functions; 

4) the necessary mechanized intercompany procedures to 
support repair services, including referral of trouble 
tickets, trouble isolation in interconnection 
facilities, and trouble isolation on unbundled 
facilities; 

5) the provision of billing and collection functions; 
and 

6) the appropriate technical arrangements for the 
provision by BellSouth to MCImetro of unbundled local 
loops. 

c. of the items that remain at issue, which 
would MCImetro characteriae as contentious? 

NCImetro ReSDOnSe: All of the issues are somewhat contentious, 
although compensation for unbundled network components, 
additional network unbundling beyond local loops, loop transport, 
and loop concentration, and ALEC access to BellSouth service 
ordering/provisioning and repair databases are most contentious. 

2. If you were able to negotiate unbundled elements and 
rates for the elements, how soon would you be able to 
provide service to your target customers? 

MCImetro ResDonse: MCImetro would be able to offer commercial 
service to its customers approximately sixty days from initiation 
of testing the MCImetro switch with non-client traffic (alpha 
testing), barring any unforeseen technical and/or operational 
issues. Assuming the unbundling elements and rates for the 
elements and all other unbundling issues necessary to offer 
service have been settled prior to the completion of switch 
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testing, and further assuming that BellSouth provides the 
unbundled elements in a timely manner and meets established due 
dates, service could be offered immediately upon completion of 
testing. 
mid-1996 in any Florida market. 

MCImetro will not be ready to begin such testing until 

3. Do you think BellSouth is being unreasonable in its 
negotiations? If so, why? Please be specific and 
identify any documentation supporting your claims. 

pCImetro ResDonse: Yes. BellSouth is taking policy positions in 
its negotiations with MCImetro which are unreasonable. One 
example is its position on pricing for the unbundled components 
of its network. 
No. 1, sunrq, pricing at TSLRIC is the only method that can 
prevent BellSouth from creating a price squeeze for competitors 
who rely upon some of its network components. Additionally, as 
explained in greater detail in response to question 11, pricing 
at TSLRIC can reduce BellSouth's incentives to engage in cross- 
subsidization of competitive components of its services with 
revenues from monopoly components purchased by competitors to 
form their bundled services, although it will not eliminate the 
necessity to continue enforcement of anti-trust laws. 

As noted in MCImetro's response to Interrogatory 

4. Does WCImetro'have any unbundling and/or resale 
arrangements with any local exchange companies in other 
jurisdictions? 

pCImetro ReSDOnSe: No. 

5 .  If staff's Interrogatory No. 4 is answered in the 
affirmative, please identify any and all unbundling 
and/or resale arrangements reflected in tariffs filed 
with the appropriate public utility regulatory agency. 

MCImetro ReSDOnSe: Not applicable. 
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6. If Staff's Interrogatory No. 4 is answered in tho 
affirmative, please identify any and all unbundling 
and/or resale arrangements which are based on a written 
contractual agreement, other than those identified in 
XCImetrots response to Staff's Interrogatory No. 5. 

pCImetro ReSDOnSe: Not applicable. 

7 .  What specific elements of BellSouth's network should be 
made available to MCImetro on an Unbundled basis? 

MCImetro ReSDOnSe: BellSouth should make unbundled local loops, 
loop transport, and loop concentration available to MCImetro. 
The unbundling of such elements is technically feasible. In 
addition, upon request, BellSouth should make available any other 
basic network function, or "BNF" of its network, that it is 
technically feasible to unbundle. This includes the list of 
elements requested by MFS. 

A BNF, or "building block", is the most disaggregated 
function of the local exchange network that is capable of being 
unbundled and offered separately as a distinct service. Because 
the provision of local exchange service has not previously been 
open to competitive entry, it is not possible, a Driori, to 
identify every BNF that can be efficiently provided by more than 
one firm and subject to competitive supply. Therefore, as they 
gain experience in the local exchange market and realize other 
components of BellSouth's network that they wish to utilize as 
part of their own bundled services, ALECs should be permitted to 
request additional unbundling from BellSouth. ALECs should not 
be required to purchase a bundled LEC service in order to obtain 
a single network component that may feasibly be unbundled from 
the tariffed service, because such a requirement would 
unnecessarily limit the efficiency gains that could be otherwise 
achieved if ALECs were allowed to provide all the elements of 
local exchange service they can efficiently provide while 
purchasing from BellSouth those elements that they cannot yet 
provide themselves. 
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8. Please provide diagrams illustrating the v8rious 
unbundled network olements identified in response to 
Staff's Interrogatory No. 7. 

MCImetro Re sDons e: Such diagrams are provided as Composite 
Attachment 1 to these Interrogatories. 

9. What are the appropriate technical arrangements for the 
provision of each unbundled element identified in the 
response to Staff's Interrogatory No. 7? 

plCImetro ReSDOnSe: MCImetro seeks the ability to either place 
loop concentration equipment in the BellSouth central office or 
have BellSouth place such equipment in its central office for use 
by MCImetro, and in either case connect the loop concentration 
equipment to loop transport to extend the loop to in MCImetro's 
switch for termination. As discussed in the direct testimony of 
Dr. Nina Cornell, the ability to concentrate unbundled loops in 
this manner is the most efficient way for MCImetro to provide 
services using unbundled loops. 

networks is subject to industry technical standards. These 
standards represent a reasonable starting point for the 
incumbents' provision of unbundled network elements. The onset 
of a truly competitive telecommunications market constituting a 
"network of networks" mayI however, require the creation of new 
interfaces for certain network elements. MCI's intent is not to 
bring such issues to the Commission unless and until it is unable 
to satisfactorily resolve such technical arrangements with 
BellSouth. 

In general, nearly every component of the incumbent LECs' 

i o .  Please provide examples of how HCImetro intends to use 
each proposed unbundled network element identified in 
response to Staff's Interrogatory No. 7. 

pCImetro ResDons e: An unbundled loop involves those basic network 
elements that provide a connection between the end user's 
premises and the LEC's central office switch. An unbundled loop 
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would likely be used by MCImetro together with other related 
network elements, such as loop transport and loop concentration, 
for combination by MCImetro with its own switching and other 
functions to provide a retail local exchange service. This is 
described in more detail in the testimony of Dr. Nina Cornell. 
Unbundled loops, loop transport, and loop concentration will be 
used to provide service in areas in which MCImetro does not yet 
have such facilities, bringing the benefits of competition to 
greater numbers of consumers much more rapidly than could be 
accomplished if MCImetro were prevented from offering competitive 
services in those areas until its own loop facilities could be 
constructed. As noted in MCImetro's Response to Staff's 
Interrogatory No. 1, because the local exchange market has not 
previously been open to competitive entry, it is not possible to 
anticipate every possible use of the unbundled basic network 
functions (**BNFs'*) of the local exchange network. For this 
reason, MCImetro believes that BellSouth should provide to 
MCImetro additional unbundled BNFs uvon reauest. Indeed, the 
ability to purchase unbundled BNFs of the Bellsouth's network is 
likely to lead ALECs to find new and innovative uses for 
components of the network. It is, therefore, not possible to 
identify the potential uses of each BNF that an ALEC might 
potentially request be provided on an unbundled basis by 
BellSouth. 

11. What are the appropriate financial arrangements for 
each unbundled element identified in the response to 
Staff's Interrogatory No. ?? 

MCImetro ResDonse: Prices for unbundled loops, loop 
concentration, and loop transport (as well as for any other BNFs 
used as inputs by ALECs) should be set at direct economic cost: 
total service long runlincremental cost (**TSLRIC**), as discussed 
in the testimony of Dr. Nina Cornell. TSLRIC is a form of 
forward-looking, incremental costing where the increment to be 
examined is the entire quantity of the service (or BNF) being 
offered rather than some small increment of demand for the 
service. Long run implies a period long enough so that all the 
firm's inputs in providing the service are variable, and no costs 
are considered 'sunk." 

Using a TSLRIC methodology for pricing those BNFs of 
BellSouth's network that are used by'ALECs as inputs to their 
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service offerings will prevent BellSouth from engaging in several 
different forms of price discrimination. One such form of price 
discrimination is a price squeeze. A price squeeze would occur 
if a firm that supplies essential inputs to a competitor recovers 
less from its end users for those essential inputs than it 
charges the competitor. Given the flat rates charged for local 
exchange service in Florida, permitting BellSouth to price 
unbundled local loops in excess of economic costs (i.e., greater 
than TSLRIC) would create an opportunity for BellSouth to put 
ALECs in a price squeeze. Such a price squeeze would serve to 
keep out of the market competitive providers that could provide 
the other inputs of local exchange service as efficiently as 
BellSouth. Depending upon the size of the difference between the 
amount charged consumers for the essential inputs and the amount 
charged competitors, even ALECs that are efficient than 
BellSouth would be kept out of the market by such a prize 
squeeze. 
essential inputs by .ALECs eliminates this artificial constraint 
on competition. 

Another form of price discrimination that can be minimized 
by using TSLRIC pricing is cross-subsidization. As competition 
emerges in a piecemeal fashion in different markets, incumbent 
LECs have a significant incentive to cross-subsidize - charging 
more for services not yet subject to competition -- such as 
monopoly BNFs -- in order to lower to a level below cost the 
prices for services that begin to face competition. Pricing at 
TSLRIC reduces the incumbent's incentives to engage in such 
anticompetitive practices because where inputs are priced at 
TSLRIC, the incumbent would have to price its services below cost 
in order to cross-subsidize. This is why it will be necessary to 
continue to enforce the anti-trust prohibitions against predatory 
pricing even as telecommunications market become more 
competitive. Even where cross-subsidy is not involved and the 
anticompetitive pricing simply involves the incumbent LEC 
charging its competitors more for the use of a BNF than the LEC 
charges itself, consumers are deprived of the benefits of a 
vigorously competitive market. Those benefits include a more 
rapid pace of innovation in the development of new products and 
services, increased efficiency in the provision of 
telecommunications services, and lower prices. 

Pricing at TSLRIC BellSouth's BNFs that are used as 

The rationale underlying the argument that BNFs must be 
priced above their economic costs -- that the firm cannot price 
all its services at economic cost and remain a going concern -- 
is misguided. If it is true that the provision of 

-10- 
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telecommunications services involves significant common costs 
(that is, costs that are not directly attributable to the 
provision of a specific service), then all service providers, 
including new entrants, must recover those common costs. The 
ALEC, however, will have no source other than its end users from 
which to recover its common costs. Therefore, to require ALECs 
to cover their own common costs as well as those of BellSouth (as 
would occur if prices for unbundled components were set above 
TSLRIC) would grant to BellSouth an artificial competitive 
advantage that would inhibit competition, contrary to the policy 
set forth by the legislature. 

(For additional detail, see the prefiled testimony of Dr. 
Nina W. Cornell.) 

12. For each requested unbundled network element, please 
provide detailed examples of the pricing methodology 
for these elements as discussed in Nina Cornell’s 
direct testimony. 

pCImetro ResDonse: Based on the Benchmark Cost Model results 
recently furnished the FCC by the joint sponsors (MCI, USWest, 
Sprint, and NYNEX), TSLRIC costs for unbundled loops in Florida 
range from $4.82 per month in the highest density areas to $97.41 
per month for the lowest density areas. The monthly loop cost 
results are as follows: 

BouseholdslSa./Mi. Fonthlv Loov cost 

850 to 2550 I $  6.41 
> 2550 I $ 4.82 
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A copy of the complete study from which this information was 
derived is provided as Attachment 2 to these Interrogatories. 

was provided by Mr. Don Price. Although this answer deals in 
part with matters covered by Dr. Cornell's testimony, Dr. Cornel1 
was not available to review this response prior to its due date.) 

(As indicated on page 1, the answer to this interrogatory 

13. Please explain why current local exchange company tariffed 
services are not sufficient for providing your intended 
services, such as special access or private line loops. 

BCImetro ResDonse: Special access and private line services are 
intended as an end to end service, not unbundled functions. 
example, BellSouth performs all of the testing and engineering 
for private lines, aspects of service that ALECs would perform 
themselves for unbundled local loops. In this example, a new 
entrant would have to pay BellSouth for testing and engineering 
the private line (as part of the "private line" package), even if 
it could perform the function more efficiently itself. 
increased efficiency that the new entrant could realize by 
providing its own testing and engineering would be lost by having 
to pay BellSouth for this function, whether it is used or not. 

will accomplish the following important objectives: 

For 

Any 

The ability to purchase only those BNFs that an ALEC needs 

0 

As described in the example above, unbundling 
permits ALECs to purchase only those BNFs 
that they need from the incumbent LEC. This 
permits those BNFs that can be provided on a 
competitive basis to be provided 
competitively, while limiting the extent of 
costly and unnecessary duplication of BNFs 
for which competition is not yet viable. 

Unbundling provides a basis for estimating 
the cost of the use of BNFs on a consistent 
basis, and for ensuring that anticompetitive 
price discrimination (such as a price 
squeeze) is not allowed to take place. 

-12- 



MCImetro's RESPONSE TO 
STAFF'S 1ST SET OF INTERROGATORIES 
DOCKET NO. 950984-TP 

Competitive providers will not have alternative sources of 
supply for basic network functions and should not be 
disadvantaged by having to pay more for a particular BNF than the 
incumbent LEC pays for that BNF as an input into its own retail 
services. Requiring new entrants to pay retail prices for 
wholesale inputs to their own services forecloses the possibility 
that competition can develop in areas in which competitive 
providers do not have their own loop facilities. 

* * * * *  

RESPECTFULLY SUBMITTED this 2nd day Of January, 1996. 

HOPPING GREEN SAMs & SMITH, P.A. 

By : P D  r"- 
Richard D. Melson 
Post Office Box 6526 
123 South Calhoun Street 
Tallahassee, FL 32314 

and 

904/222-7500 

MICHAEL J. HENRY 
MCI TELECOMMUNICATIONS CORP. 
Suite 700  
780 Johnson Ferry Road 
Atlanta, GA 30346 

Attorneys for MCI Metro Access 
Transmission Services, Inc. 

4041843-6373 
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I. Executive Summary 
On July 13.1995. the Federsl ConrmrmicationS Commission (FCC) issued a Notice of 
Proposed Rulemaking (NPRM) "...Seem commcllts 011 proposals and policy chaages to 
improve ...assismnce mechanisms iataded to provide funds necessary to promote rmivasally 
available &n at reasonable rates." The FCC identified four "primary principles" which 
should be considered in evaluating any proposals for rdclmsing universal service. T ~ C X  
pMciples provide that a plm should: 

1. Beproperlytargctcdsothnt~isgioivenodytothosesaviceprovi~orwrs 
who need assizeancetomaintainlocaxrvice. 

Promote efficient investment and opaation. 

Not impose cx&w subsidy costs upon inte!Satc CMiaS and ratepayers. 

Not impor barrim to Competitiw enw into local telecommrmiccltiolu. 

2. 

3. 

4. 

Elomhm in the NPRM, the FCC states: 

o "We tentatively c~nclude that Censru Block Oroup is m appropriatcly-dzed 
geographic ana for disaggregating the cose of providing l d  smicc..." 

o "...we believe a proposal to w proxy factors: to dctcmmc * dimibutionoftheFund 
should receive Xriws considdon..." 

In order that parties commenting in thisproceedine mry have aCOmmOll source ofdata 
W c h  ptilires both the concept of thc Census Block Groupr (CBGs)' and proxy costing, 
MCI, NYNEX, Sprias and US West (Joint Sponsors) have worked together to dewlop a 
Benchmark Costing Model @CM). This model will product "knchmcak"costs for the 
provision of basic eclcphone renice' in ~~CII CBO within a state. ne pllrpo~ ofthis study 
is to identify those CBGs in which the cost of providing basic tclcphom scrvicc is so high 
that some form of explicit highuxt support may be lltcessly as part of a rnrivcrsal service 
solution. TheBCMisietendedtoprovidethecommUa 'on,JointBorrd,andothainocrested 
parties with infoxmation that -be used to evaluate the mdtiplc proposals far the w of 
proxy methods set forth in the NPRM, including wcssing the application of the proxy 
methodology to large companies only. 

8 



In developiog the BCM, the Joint  sponsor^ haw further developed the previously-submitted 
~ X Y  models which mounted for density and distaw from the I1c(vest central office as 
faaors &sting the cost of service. The Joint Sponsors have also attempted to respond to 
the FCC'o dcsire to scc additional variables which could affect the cost of providing service, 
such as t a r a h  slope. nafeK chamtam . 'Y and climate included in the d y s i s .  

The BCM pments monthly cost d t s  using two alternative factors for detcrmhbg 
expenses and overhead hd ingr  associated with basic locd service. set of factorJ is 
based on historical accounting data, while the second is based on an esthntc of cost0 and 
overheads using the methodology contained in the McI/Hatfield study. 

On September 12,1995, the Joint Sponsors submitted a detailed description of the BCM 
Modelandtheresultsofthemodelforsixstates. OnNovanbcrl. 1995,theJointSponsors 
made a second liling which provided model results for 17 additional states. In this filing the 
Joint Sponsors arc presenting the results of this model for the rcmaidq 26 states and the 
District of Columbia (Model results arc not bcings presented for Alaska due to data 
limitations). In order that this document may w e  as complete summary of the BCM study, 
m ~ T C  also including the 23 states' d t s  and model documatation which have been 
submitted previously. 

It is important to un- what the BCM is, and what it is not 

1. 

2. 

3. 

4. 

The p q o s e  of the BCW is to identify arcas whae cost of service can reasonably be 
expected to be so high as to require explicit higb cost support forthe pmmation of 
U n i v d  service. 

'Ihe BCM produces a benchmark cost m g e  for a d e M  set of brpic residential 
telephone services assuming efficient engineering and design criteria and deployment 
O f  C m t  stateof-the9tt loop and Pwitching ~ C C ~ U O ~ O ~ ,  using the m t  national 
localcxchaugenetworktopology. 

The BCM does not drfint the actual cost of any telephone company, nor the 
embedded cost that a company might cxpuicnce in providhq telephone service 
today. Rather, the BCM provides a benchmark measurement of the relative costs of 
serving customen d d i n g  in given Le.. the CBGs. 

The BCM included ody residential lines in thc d y s i s ,  b e a u  business line sow 
data was not readily available. Howtvcr, because thc primary ~UIPOSC of thc rmdy is 
to identify high cost CBGS, the imp.Ct of excluding busineu liws b m  the 
calculation of the benchmark cost in those CBGs is de minimu. 

I-2 Dcccmbcr 1.1995 
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The Joint Sponsors have held four workshops to dewxibe the workings of the BCM, and to 
provide copies of the Coprighted model for use by intmsted parties?. Thcse workshops were 
beld at the following loutions: 

septcmber 20,1995 WashingtoSDc 
September 22,1995 Denver, co 
October 12,1995 PorbJnouthNH 
November 12,1995 New Orleans, LA 

. .  By making the model publicly aMilable. the Joint Sponsors hope that the Comrmm on, Joint 
Board and otherintcrrstdparticswill be able to obtain kts, data, and policy 
recommendations wfrich will assist in the timely rrsolution of th importrnt issues relating to 
U n i v d  service. 
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II. Summary Model Results 

1 
I 
I 

I 
I 
I 

I 
I 

Narrative 

The model results 
support at various i l l d v e  price points, d assumiq two diffmnt anuual cost factor 
a S S U l p t i O n S .  

. xi klow show the a n u d  benchmarL cost and the aggregate 

Annual benchmark cost: The actual knchmarkcost foreachCBG inapactica&r state is 
multiplied by the number of households in each CBG. This m d y  total kncbmarL cost for 
each CBG is multiplied by 12 to yield the a a u d  benchmark cost for each CBG, all CBG 
benchmark costs in a state sn summed to derive the statewide benchmarkcost. 

Aggregate support: The actual bcnchawk cost fbr each CBG is cornpired to illustrative 
price points of $20, $30. and S40. The difference between the benchmark costs for each 
CBG that exceeds the illustrative price points and the i l l d v e  price points themselves is 
multiplied by the number of households in that CBG, and annudid. The d t  is the 
aggregate support in excess of the price point(+ 

h u a l  Cost Factors: Annual Cost Factor (I 1 (31.6765%) is based on historical accounting 
data and total expense levels of the Tier 1 LECs utilidng 1994 ARMIS Form43-01. Annual 
Cost Factor # 2 ( 22.9Ph) is based on the Hatfield/MCI study epprocrch and reflects limited 
expew categories and amounts. 

t 
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Summary Model Results 

National Total (excluding Alaska) 

Avenge Monthly Coat 23.04 

Auul coat 
F8-r w2 

18,402,608,162 

3 3 l 7 m 1 9 3  
UW,Ul,910 
1372,2W,121 

16.71 

Alabama 

Avenge Monthly Cost 

Aud cat 
Futor #I 

476,219936 

AMMI Con 
Factor w2 

346,777,956 

93,ns.m 
389823,453 
36627,113 

19.19 

Arkansas 

Benchmark Cart Modrl 

3336 

11-2 December 1.1995 
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Arizona 

Avenge Monthly Cost 

Annual Cat  
Factor #I 

349.924976 

2136 

Annual Cost 
F d o r  #2 

u3,747,183 

15.41 

California 

Annnal cost 
F m r  #I 

2,252,171,780 1,633,147,153 

175,906371 
110,424,413 
795-793 

Avenge Monthly Cost 18.05 13.09 

Annual Benebmark Cost 
Aggregate Support 

at so 
8tm 
8t $40 

Avenge Monthly Cost 

Colorado 

UIO 

Annul cost 
Factor rS 

288459360 

Benchmmk Cart M A 1  11-3 Lkcember 1.1995 
039 



Anocial Benchmark Cat 

Mvw* SUPport 
at 0 0  
at 90 
at WO 

I 

Connecticut 

Avenge Monthly Cost 18.80 13.63 

Washington D.C. 

Ammcial Cost A u u l  cost 
Factor #I Factor w2 

A u o d  BeocLmark Cost 
Aggregate Sopport 

at 0 0  
at 90 
at WO 

\ 
Average Monthly Coa 11.19 

24,241,477 

1 I f 9 9  
2,415 
1350 

Delaware 

Aunal cat Auul cat 
Factor 111 Factor W2 

47,163.7S 

Avenge Monthly Cat 2133 15.90 

Benchnuuk Cost M&I n-4 030 December I ,  1995 
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Florida 

A O O R ~  Cat Annul  Cost 
Factor #I Factor *L 

911,976JlS 

Avenge Moithly Cat 20.40 14.79 

Georgia 

Annnd Con Annul Cost 
Factor #I Factor #2 

267,771J43 
141,619.Wl 
76553483 

119,069,714 
W 1 ' -  
21,630J12 

Avenge Momtbly Cat 11.49 19.93 

Hawaii 

59,431,470 

Avenge Monthly Con 19.14 13.68 

Benchmark Cost Model II-5 Drcembcr 1, 1995 
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Iowa 
Annul  cost 

Factor #2 
h n a d  Cost 

Factor #l  

403,637,170 29l,694,767 

116s62,460 
rnJ97.749 
47,148,066 

Avenge Monthly Copl 3 1 s  22.90 

Idaho 

h n u a l  cost 
Factor *z 

Annual Benchmark Cost 
A g g w t e  Supporl 

at so 
at n o  

at no 

128,751,714 

63,763J02 
4 9 s c 4 0 9  
40,4%%749 

Avenge Monthly Cat 40.91 29.69 

Illinois 

h n n r l  cost 
Factor *z 

ADnnaI coat 
Factor #l 

757,159,794 

126,016370 
c S t n a 5  
s a l a l 7 3  

Average Mwtbly Cort 20.73 15.03 

Benchmark Cost M&I 



III. Model Results 

FOLLOWING ARE NATIONAL SUMMARY DATA AND MODEL 
RESULTS FOR EACH STATE. 

Benchwwk Cost Model I€I-I 
. 032 
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IV. Model Description and Documentation 

A. General 

The cost estimates generated by the model for a c h  CBG rrprromt the cost of pl.cing new 
loop plant from currently existing COS using today's technology. Evcry U.S. household 
reflected in th 1990 Cennu is OOMected to the network in the same time h u e  md ina 

technology bued upon estimrted switching dcmmds of the assockd CBGS. Thus. 
model costs reflect the costs rtelephonc  would face in hstdlhg msavice to 
an- In this cue, tbe entire U.S. is treated asanew saviceuca 

The cost di&rrrrtials ktween CBGS reflect diffacnas in the dismtnx h u t b e  co, the 
density of h o ~ l d s ,  md the impact of tarairr upon the cost of pIacii  telephone plant 
Ternin fmrs added to the model include: depth of btdrock. depth of tbc water table. 
hardneu0fbedtodsaud~~iItactrm. Bccauseoftheconristmey of factors 
considered and their d o m  appIication, costs from CBG to CBG am directly 
comparable. 

m. SVAC- w m dew r n i ~ b 1 e  di0it.l 

i 

? 
t 

I 
I 

Daccmbrr 1.1995 Benchmark Cost Mohl N-1 

047 I . :  



B. Model Methods 

1. Assumptions 

Feeder able (cable plleed $0 that it a a  be sqplanentcd ata later date) begins at the 
tend office and ends at the edge o f b  CBG. 

Four main fiedamuta l c a v c a c h ~ o f I i c e  (Ilorth. south, ea&west), with 
feeder muteboundaries at45 degree angle? &ornth mainfeedaroutes. (Sec page 
19 Figure 1) 

Cable and fik fceder systems shm muctlln (conduit sysrcms, polcs. placement 
costs) along main feeder mutes. 

Feeder routes arc rgmcntcdattapcrpoints whac the crblecrpecity deawa as 
cable capacity is provided to individual CBG distribution systems. 

Each fceder xgment's cable size (both fiber and coppa) is detnrmned . bueduponthe 
number of howholds in the CBGs w e d  by that feeder segment w well as the fill 
factor applicable to tbat CBG. 

Feeder cable sizes range fmn 100 pair cable to 4200 pair cable for ~ p p e r  and h m  
12smndsto144straudsforfikr. 

Howeholdr m evenly bi in the CBG. 

Distribution cable begins at the edge of the CBG md endr at the customs pmnisc. 

Four equal distribution legs used to serve CBG. 

Distribution cable sizes rmge &ma 50- able to 3600pirCrble for copper. 

&nchmarkCartMiI w-2 Arcember I ,  1995 
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LQQmh&E 

Analog copper technolrogy for all dishibution plant 

Analog coppa technology for fccda p w  whm the total loop length is less than 
12,000 fea. 

Remote Terminal located at CBG edge. where fccdaphat ends. 

Ehch CBG rrtilizftaminimum of4 dedicated fikn, to provide up to 672 voice .@e 
paths. 

Digital Fiber Loop Cmicr Bus Technology (American Fiber Communications Next 
Genaaton Digital Loup C d e r  System) with fiber feeder, where thc total loop 
length exceeds 12,000 feet and household dcnsity in the CBG is less than 5 
ho~l&pr# lurrrmi le , cwdstcntwi thBeucorecpr ia~Areu .  

Remote Tcnnid located at CBG edge, where fccda phat ends. 

Each CBG utilizes a minimum of 4 fikn, to provide upto 672 voice g d c  paths. 
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. .  Source for Switcbiug Costs is 4 
by Walter G. Bolter, James W. McConaaushey, and Fred J. Kclsey (M.E. Sharpe, 
Inc. Anno& New York. 1990.) 

No- Telecom DMS 100 costs split betwen common costs (and per line costs 
tluougll regxesim rmlysia (see Amchmaa 1). 

Common cost per switch is 5647,526 and the p a  Line cort is S238.87. 

Howholds per sqwc  mile (m) of CBG daammtr thc6llhetoruwdforpht 
saving that CBG andthcmixhntofundwgroud,buried,ddp~ (See 
Attachment 2) 
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Placemat dcpths for coppa and fiber facilitiestn set at 24 inches md 36 inches 
respectively. These depths can k easily clmgd to account for other hctors, such as 
differins cqinerhg pactices or regulatory madatcs. 

Ifthe water table or bedrock arc withintheplacuncntdcpth, thenthe 
smcturrlinJtallrrtion costs arc incrrsxd to reflect tbe additional comruction costs. 

If the water table or bedrock arc below the placement depth. then the surface soil 
texture is examined to daamine ifsoil can kplowed, or ifm expensive 
pllrcewnttechniquesmustkured. 

AU copper cable is 24 gauge. Aerial cable is m n - d  with both aluminum and plastic 
jacketing. B d e d  cable& annored single jacket filled cable. F ihr  cables bave the same 
annoring and jack- as their rrspective coppa countqmrb. 

Prices for cable, fiber, and otha equipment are list prices. for non-volume discount 
buyers. 

separrrtedircormtrrnqy k set by &le. 6bcr, or equipment type to reflect volume 
diocormtr. 



.-us. ---A 

Definition ofstmcllm costs: costs of conduit syrtans, interducs p o 4  etc. and the 
capitaiizcd co- of plring cables. 

Struchuc costs are calculated as aperccnt of cable costs, based on nrios of acost per 
foot to place the plaut v ~ w  the cost p a  foot of the plant itself. 

This factor is adjusted by tarainand w b d d  variables md multiplied by cable 
costs to darrrmne * smcturecosts. 

Deccmbsr 1.1995 
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2. Process Flowcharts 
1-r Assigning CBGs to Closest Central Office 

&nchmtwkCostAh&l 
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GIs Process for Assigning Terrain Indicators to CBG 
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E Models for Determining CBG Cost b 



3. Detailed Model Algorithms 

To eJtimate fecderpht costr for 8 given census block group. the length of the fcedn cable 
h u t h e  closest central office to thecensus Mock group is q m x i m a ! d  This disrurce is 

latitude of the centroid of the census block group. 

Typically, as shown below in Figure 1, each LEC central office is divided into four routes, 
with each route radhihg out hm the centnl office in four dirrctions (e.g. north, south, esst, 
west). Branching off h m  thcmSinkuIm arc s u b - f k h ,  typically atright d e s  to the 
main feeder. giving rise tothe frrmiliarmtopology of feeder routes. Subscribas or homes 
arc somewhat randomly sprc3dwithintherolae~areas.  Thy kcomelasdmxly 
p o p u l a t e d a s t h e ~  hmtbecenrral Oft lce incrrrueg  butthedmritiescrmkaqKcted 
to be about the same 011 my route, at ally givmdiaancc -the central office. 

c r l c u l u e d u s i a g t h e l o ~ ~ a n d ~ ~ o f t h e c l ~ ~ o f f i c e m d t h e l o n g i t u d e m d  

Feeder Plant Assmmptionr 

Block Groups 

l v - I O  
.i - Drcrnbrr 1.1995 
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The relationbehwenth @e W md the feeder route is found in the Table below: 

East Feeda Route (Quadrant 1): 
North Feeder Route (Qutdrmt 2): 
West Feeder Route (Qudmt 3): 
South Fceder Route (Qurdrmt 4): 

315' c Wc-45O 
45O < W e  135' 

135O CWQ225' 
225' < W c- 315' 

&nchmarkcadA&&l N-11 
. 057 
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Ekurd 

Airlie Distame between central OfEce and M d  of CBG * c 

Angle ktwem MainFecdaRoutemd L i n e C o ~ C O L o u t i o n d C B G C c n t r o i d =  

Main Feeder Route Dismce to CBG = b = c cos a 
Sub- feeda Route Dktauce to CBG (Also set Distribution Plant Oistance Algaithms): 

Ifa > .5 JAreaof CBG. tben 
Sub-feederDistance = a - .5 JAreaofCBGn c sin J - .5 

a 

4AmofCBG 

w-12 

058 
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sort all CBGS by central Offitx CLLI 

Determine Quadnut for CBG by CLLI 

QUadrant1=315'-45' 
Quadrant2145'- 135' 
Quadrant 3 135'- 225' 
Quadrant 4 225' - 3 15' 

Sort CBGs by Qudant,by Mein FcuierRoutcDisuce,hm d c s t t o  larger 

C U I .  
Determint- MainFkdaRouteDistrws x 1 . n  ....xn foreachqundrmltby 

MainFcakScgment X1= blur)cirinF&Rndc Didlnce forCBGl 

Main F k d a R o u k w  form1 
Main F & W  xZ= b Z - b l o r h h b f 1 ~ ~ k R o u t c ~ f o r C B G 2 -  

Forn>l.MainFeukSegment Xa= ba-ha-1 

' BenchwmkCktMnM W-I3 
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Total Feeder Distance for CBGn = Main Feeder distance for CBGn + Sub-fceder distance for 
CBGn 

It is assumed that households are evenly distributed within a census block group. In ordcr to 
simplify the calculation ofthe average dirtance of dirtribution p h t ,  h m  the end of the 
feeda plant to the customer, it is assumed that the census block group area is square in shape. 
This methodology is show in the cbmt below. 

Casus Block Group 
ToulAru=A 

I 

, m 
Assume that a census block group is square in shape and bas anaxeaofA. Thcnthe length D 
of each side of the square is calculated as follows: 

D2 = A, where A is the amofthe square census block group 

D = 6  

Assume dup households arc uniformly dMbutcdwithinthe CCMU block group md that the 
feeder plant adsatthe edge oftbe cmma block group. Thcnth W averaged distriion 
p h t  dismnce a n  be dcstcd u follows: 

TotJ average dismace of distribrdion plant= avarge horizontrl distawe of distfiim p h t  
+ average vertical dismnce of distribution plant 

Averageborizontrl dktance of distributionpht= 1R D. bearue hlfof the households in 
the census blockgroup uc pused inahorizontd di3tmce of 1R D. 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Average vertical distanw of IWbution plant 
CCMU block group arc pused io a vertical dismce of 1/4 D h m  a lirv that horizontsll 

Totalavcragedistrnceofdisbibutionplmt = Il2D+l/4D=3/4D 

Substituting for D h m  above, 

Total average distance of distn’bution plmt = 3/m 

114 D, because half of the howholds in the 
Y 

biscctrthe3qurre. 

smlctlxe md p h c n t  costs arc defined uthe capital cost of placing p h t  and the cod of 

plranentcortrooMwhnricnviro~tal frctonhaminimrl impact An example of 

orhrnddiggirlg isnecessrry, t h e n t h e c o s t o f r t n r t u r r d p ~ i s . b o w  d. 

StNCtm costs a calcuhtcd as a prant of &le costs, ksed on ratios of .cost pa foot to 
p l w  the p h t  VQJUI the cosl per foot of the plmt itself. 

This factor is adjusted by tamin a n d u r b d d  vuiabla to reflect the mix of di&at 
placement practices utilized in each setting (e.0. boring, asphalt cut and restore. backhoe). 
The result is multiplicd%y cable costs to daamrne * 

These fkton arc adjusted for the following four tmic cons id am ion.^: 

support smcturc such as d u i t  md poles. For usc within this model, normal smcture and 

llolIlLal smcturc and pl-t COS% OCMS when able is buried with a plow in sandy loam 
toil. If the tunin pmentr additional difficulties, whae for example, a back hoc, rock saw, 

smcturccolto. 

Is the mtatable depth within the pkcement depth ofthe ficility typc; 
Istbcbtdrockdepthwidrinthepl.cemcatdepthofththcilitytype; 
Is the amainwbichtbe5cility k i i p l a a d r n k n a r d ;  
D o e s t b e r o i l ~ ~ i m p r t n a m r l p ~ o f t h e f i c i l i t y .  



I 
Calculating the CBG loop plrnt costs requires I number of steps in which data is oqpized 

cxample of this is shown below in Figure 6. This is neesary in otda to detaminc the 
capacity carried along each feeder segment and the CBOI mhtd With the crpocity. The 
segment capacity determines the size of thc cable used inthe segment d therefore r&cu 
the cost per cable pair. 

by central office quadtans as well as by ascding distance dong the mrin fctderrordes. An 

0 
I 

Fimm6 

As displayed in Figure 6. main feeda segumt X1 Micr crpcity assockd witb CBGI, 
CBGZ, and CBG3. Onthe other hmd, nuinkla segwntxZ b e s u p r i t y  asochtd 
with CBGZ and CBG3. while mrinftedcrscgmentX3 d e s  crpdy only rrsociatcdwith 
CBG3. Y1. Y2. a d  Y3 mrescnt s u b - f h  sann- udoctlted * withCBG1. CBG2 and 
CBG3 rc&c&ly. Each &feeder segment o& d e n  tbc capcity of itr associated 
CBG. 
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the costs wocirred with &I CBG. Below are three examples, wing Figure 6. that 
demopstnte tk process ford- the dze of& sqpncntclble. 

ExMlalel 
For the first example, thc total loop lengths to i t m e  CBGl through CBG3 an less ttwn 
12.000 feet audthcrcforcall three CBGs use coppa fkcdcrplrmt In this case, capacity of 
each feeder sqpalt  is Crk- as follows: - Number of Howholds in CBGlI(Fii 

frtor for thc Density Group of CBGl) - Number of Households in CBG2/(Fii 
factor for thc Density Group of CBG2) - Number of Howcholds in CBG3/(Fii 
f.ctor for the Density Group of CBG3) - (Number of Howholds in CBGl+ 
Number of Howholds in CBG2 + 
Number of Howholds in CBG3)/(Fill 
factor for the Density Group of CBGl) 

= (Number of Households in CBG2+ 
Number of Households in CBG3)/(Fill 
factor lor the Density Group of CBG2) 

= Number of Households in CBG3/(Fii 
factor for thc Density *up of CBG3) 



N u m k  of Fibers for Segment Y2 

Fiber cable Capacity for !hpaU Y3 

N u m k  of Fibers for Segment Y3 

= 4*N,wbcrrN=(the 
Tnmcrted Integer of (Fiber 
cable Capacity for Segment 
W672) + 1) - Number of Houseltoldt in 
CBG3/(Fii f.ctw for thc 
Dcnsity Group of CBG3) 

= 4*N,wbmN=(thc 
Trtmxted Integer of (Fiber 
cable capacity for Segment 
Y3/672) + 1) 

coppa cable capacity for segment x1 = Number of Households in 
CBGl/(Wl frtor for the 
Density Group of CBGl) 

Number of Fibers for !3cgumt XI 

N u m k  of F i k n  for !kgmcnt XZ 

Number of F i k n  for Segment X3 

= Number of F i k n  for Segment 
Y2 + Number of Fibers for 
!hpcnt Y3 ( S h e  Fiber is not 
usedtoxnnCBG1 itisnot 
iaeludsd in this calculation) 

= N u m k  of F i k n  for Segment 
Y2 + Number of Fibers for 
seommt y 3  

= Number of Fibers for Segment 
Y3 

Forthe finrl example, thtotll loopla@toraw CBGl is ksrthan 12,OOO feet The total 
loop lengths for CBG2 and CBG3 exceed 12,OOO feet and the household density for both 
CBG2 and CBG3 me less tho five houscb~lds per s q w e  mile. Thad- CBGl use copper 
feederplmt, whikCBG2 d C B G 3  utilize fiber feedaplrntf0rDieit.l Loop Fiber Bus 
Tcct.mology. In this cue. Upcity of ach feeder sagmat is cdcuhtd u follow: 

copper able caprcitr for scgmalt Y1 = N u n k  of Households in 
cBGl/(Fill bctor hr the 
Density Oroup of CBG1) 

Benchmark Cost bfodel IY-18 Lkcember 1,1995 
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Fiber Cable Capacity for Segment Y2 = Number of Howholds in 

Density Group of CBGZ) 
cBG2qFiu factor for the 

Number of Fibers for Segment Y2 

Fiber Cable Capacity for Scgmcot Y3 

Number of Fibers for Segment Y3 

- 4+N,wbatN-(&e 
Tnmcrted Integer of (Fiber 
cable capaciv for Segment 
W672) + 1) - Numba of Households in 
cBG3/(Fii factor fortbe 

Of c m 3 )  

= 4*N,whcrrN-(tk 
Tnmcrted Mega of (Fiber 

Y31672) + 1) 
c a b l e c . p a c i t y f o r ~ t  

Copper Cable Ccrpacity for Segment X1 - Number of Householb in 
CBGl/(Fii frrtor for the 
Depdty oroup of CBGl) 

Number of F i W  for !kgmcat X1 

Number of F i b  for Segment X2 

Number of F i W  for X3 

- 4+N,wbmN-(thc 
Tnmcatcd Intega of [(Fiber 
C a b l e c i p e e i y f o r ~ Y 2  
+Fiber Cable crprity for 
Segment Y3)/672] + 1) - Number of F i M  for Segment 
Y3 

Iv-19 L k c a k r  I .  1995 



The model assumes that dl distribution cable is coppcr and thu the distxibution fimction is 
provided with four equal distribution legs. Thus, the total ~ u M  crpacity of the CBG is 
divided among four equal length distxibution cables. The capacity of each cable is Cacukted 
as fouows: 

Once the distribution cable capacity is daarmrrsd. thccomctsizccable(ditsurociatcd 
cost per foot) is chasm. The program picks acable size that wets the capacity exactly or is 
thencxtlargahWlCUt in cable size available. Ifthc capacity of a b i u t i o n  leg exceeds 
the capacity of the largest cable available. then the prognrm chooses the number of maximum 
size cables nccaary, as well as an additional cable to meet the remaining capacity 
requirements. The final result is a determum ' tion of thc number of maximum sizc cables and 
the size of the IKIU-&UU cable for ecLch distribution leg. 

Feeder Segment X1 - Copper Cable Cost 
-Fiber Cable Cos 

=SegmentXl Dirrraoc Cost per Foot for CoppaCrbk Size  fax1 
-Segment XI Distance cost per Foot for Fiber Crbb S i  for X1 

\ 

*FeSaaSegmcntY3 

- FiberCabkcoot 
- Copprclbkcost 

BenchwuvkCmMadel 

- Segment X2 Dirtmcc Cost per Foot fa CoppaCable Size fan 
= SegmentX2 Dishow * cost per Foot for Fiber Cabk Size forX2 

=Segment X3 Dirrrnct cost p F 0 o t  fa- Cable S i  fa X3 
= Sopent X3 Dirrrnct. cost per Foot Tor FibuCabk S i  for= - 

- %pent Y1 Diamcs Coa per Foot facopper C&b S i  for Y1 
- S p e n t  Y 1 Dhw Coa pr Foot fa F i b s  C&b Size faYl 

- Sopent Y3 -*cost per Foot for Copper clbk S i  forY3 
=Segment Y3 Distmcc Coaper Foot for F ikr  Cable Size for Y3 

. &umbwl. 1995 
r.' 
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Distribution P h t  for CBGll - Total C o p ~ a  Wk Cost = (Average Distribution Plant Dirt.na for CBGl 
Con per Foot fbrorCopper Wle S i  for Each 

Distribution Leg inCBG1) * 4 

Dimibutim P h t  for CBG2! - Total Copper C.bk Cort - (Avcmgc Mbution Plant Distrnce for CBG2 
Cost per Foot for Copper Cable S i  for Each 

Distribution Leg in CBG2) 4 

Disaibution Plant for CBG3 - Total Coppa cable Coat = (Avcregc Distri ion Plant Dirtlnce fot CBG3 
Cost per Foot for Copper Cable Si for E r h  

Distribution Leg in CBG3) 4 

The cost of dishibution structurr is cslCul.ted individually for ach CBG as follows: 

Mbut ion Sauctlrrr c m t  = Total Copper Cable Con for CBG CBG Specific 
WcightcdDistriiSt.NeturrCostFrtor 

whm the Weighted Stmcaxrc Cost Factor- 

(UrbwRwd Terrain Specific Con Multiplia for Bu~icd Wle  * 
Percent CBG Buried Cable) + 
(Urben/Runl Terrain Specific cwt Multiplier for Aai.LWIc 
P m t  CBG Aerial Cable) 



In the first example, all thne CBGS ontbe main fkdaroute aeremd by copprrfhcilities. 
h f o r e .  the feeder SmlchKC coots d t h c  Jharing ofthc otructure arc tal- as follows: 

Feeder Structure Cost for Segment XI Per Household * 
(Total Copper Cable Cost for Segment XI CBGl Spec& Weighted F&r 
Structun Cost Facm)/(CBGl Households + CBG2 Houreholds + CBG3 
HOUSChOldS) 

FccdcrStnrbmCostfbr~XZPerHourehold= 
(Total Copper Cable Cost for Segment X2 CBG2 Specific Weighted Feeder 
Sirwturc Cost FytorY(CBG2 H ~ ~ c h o l d s  + CBG3 Households) 

Fader Structure Cost for Sgmdx3 Per Household- 
(Total Copper Cable Cost for Segment X3 CBG3 Spec& Weighted Feeder 
Stmcturc Cost Factor)/( CBG3 Householdr) 

(Total Coppa Cable Cost for !kgmcnt Y1 CBGl Speci.6~ Weighted Feeder 
Smcturc Cost Factor)/( CBGl Houseboldr) 

Feeder Structun Cost for SegmcntY1 PaHowchold- 

F& S m m m  coStforseomeplY3 Per Howhold- 
(Total Coppa Cable Cost for Segment Y3 CBG3 Specific Weighted F& 
SmcturecortFIctopy(CBG3Houadmlds) 

Total CBGl F a d a  Stnrtlrrr Cost - CBGlHousclmI&*(Fccdcr 
stnrcmccootfbr~xlPer 
Housebold + Fccdcr Stmctm Cost 
for Scpmt Y 1 Per Houachold) 

Benchmark Cim hia&l 
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Total CBG2 Feeder Slrwurc Cost = 

Total CBG3 F& Shucturc Cost - 

CBG2 HourehoIb (Feeder 
S m C h t f o r s e g m e n t X 1  Per 
Household + Fesda Sfmcture Cost 
forSegmmtX2PaHousehoId+ 
FeederStrwtureCatforSegmcnt 
Y2 P a  HouachoId) 

CBG3 Hauscboldr * (Feeder 

Howhold + FaQ Saucture Cost 
for Segment X2 Per Household + 
F a d a S ~ C o s t f o r S e g ~ n c n t  
X3 PerHoua&old+FeeQ 
sfmcture cost tcn scgmult Y3 Per 
Household)) 

srmeturrCatfor~xlPer 

Inmrmple2,CBGl \r#copperfeeQplant,whileCBG2 andCBG3 utilize fiberf#da 
p h  for SLC M a  2000 techology. Thaefore. the fetQrrmcturr costr md tbe shping 
of tbe stnrctllrr am crlculrtcd u folIou5: 

Coppcr Fecda StNctlyn Cost for Segment X1 P a  Household = 
.9 (Total Coppr Cable Cost for Segment X1 CBGl Spcci6c Weighted 
Feedcr Sfructwe Con F.aor)/(CBGI H o w G ~ ~ ~ s )  . 

Fiber Feeder Sauclurc Cost fa Segment X1 P a  F i b  Sfrand = 
.1 (Total Fiber Cable Cost for Segment X1 CBGl Specific Weighted 
Feedcr Struehnc Cost Factor)’(Numk of Fi’kn for Segment Y2 +Number 
of F i M  for Segment Y3) 

(Total Fiber Cable COR for Segment X2 CBG2 Specific Weigbd Feeder 
Stmcturc Cost Factor)/@h~nk of Fibem for Segment Y2 ‘+ Number of F i b  

Fiber Feeder Stnrturr Cost for Segment= Per F i b  Sfrand - 
for segment Y:3) 

Fiber F& Stnrtrm Cost for Segment X3 P a  Fiber Sprnd- 
(Total Fiber Cable Cost for Segment X3 CBG3 S M c  Weighted Feeder 
Stmctum Cost Factor)M.Number of F i b s  for Y3) 

Lkcmber 1.1995 



Coppa Fetda  Struebnr Cost for Scgmait Y 1 Pa Howhold = 
(Total Coppa Cable Cost for Segment Y1 CBGl Specific Weighted Feeder 
Sauctucc Cost Factor)/( CBGl Household.$ 

(Total Fiber Cable coot for Segment Y2 CBG2 SpeciSc Weighted Feeder 
Smrt rm Cost Frtory(Nllmks of Fikrs for Segment Y2) 

(Total Fiber Cable Cost for Segment Y3 CBG3 Spccific Weighd Feeder 
Struaurr Cost Flctot)/(Numkr of Fibas for sepmmt Y3) 

Fiber Feedcr Struaurr Cost for Segment Y2 Per Fiber Strand = 

Fiber Feeder Stnrcnm Cost for Segment Y3 Per F i k  Sfrand = 

Total CBGl Feedcr Struebnr Cost - CBGl Hollseholds (Copper Feedcr 

Household + Copper Feeder S 

Housebold) 

S ~ C o s t f o r S e g m e n t X l  Per 

StruaurrCostforsepUltYl Per 

Total CBG2 Feeder Struebnr Cost 

Total CBG3 Feeder S t n z t m  Cost 

?. - . 
Benchwuark Cart Mu&l 

1 

= NumbcrofFibmfor!kgmmtY2* 
(Fiber Feeder Stnxture Cost for 
Segment X1 P a  F i k  Stmad Fiber 
F C C Q S t n x t u r e C k t f o r W  
X2 Per F i b  S t m d  + Fibu Fccder 
struaurr Cost for scgmaltY2 Per 
Fiber Slnnd) 

= NumberofFiknfor-tY3* 
(Fiber Feeder S m  cost for 
Sqncnt X1 Pa Fikr Stmud + Fikr 
Feeder Stnxture coot for Segment 
X2 Pa Fibu Strand + F i k  Feeder 
stnrhne coot for segment x3 Per 
Fikr S m d  + F i k  Feeder Structm 
C k t f b r ~ Y 3 P e r F i b e r  
S d )  
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In the final armple, CBGl 
feeder p h t  for Digid Loop Fiba BUS Te~hnology. The feeder ~~IUCWC w d the 
sharing of the rtructurr ae crlculusd a¶ follows: 

coppa feeder plmt, while CBGZ aid CBG3 utilizc fiber 

Coppa Feeder Stmcturr Cost for Segment X1 Per Household = 
.9 (Total Copper Cable Cost for Segment X1 CBGl Specific Weighted 
F a d a  Smrturr Cost Frtory(CBo1 Hotwholds) 

.1 (Total F i b  Cable Cost for Segment X1 CBGl Specific Weighted 
Feeder Structum Cost Factor)/(Number of Fibus for Segment Y2 +Number 
of F i k n  for Segnwnt Y3) 

Fiber Feeder Sfzuclum Cost for Segment X1 Per F i b  S t n d  = 

F i k  Feeder S m  Cost for Scgwnt X2 Per Fiber Strrnd = 
(Total Fiber Clble Cost for Segment X2 CBG2 Specific Weighted Feeder 
Stmcturc Cost Frtoty(Numkr of Fibers for Segment Y2 + Number of F i k n  
for Segment Y 3) 

Fiber Feeder S m  Cost for S e v X 3  Per F i b  S t n d  = 
(Total Fiber Cable Cost for Sepmt  X3 CBG3 Specific W c i g b d  Feeder 
Strueam Cost Fnctor~(Numba of Fibas for Sepmt Y3) 

(Total Coppa Cable Cost for !kgment Y1 CBGl Specific Weighted Feeder 
Stmcturc Cost Frtory(  CBGl Houaeblds) 

Copper F a d a  Structurr Cost for Segment Y 1 Per Household = 

Fiber Feeder Stmcturc Cost for Y2 Per Fikr S t m d  = 
(Total Fiber Cable Cost for Segment Y2 CBGZ Specific Weighted Feeder 
Stmcturc Cost Factor)/(Number of Fibers for !kgmcnt Y2) 

(Total F i b  clble Cost for !kgnunt Y3 CBG3 Specific Weighted Feeder 
Stmcturc Cost Factor)/(Numba of F i k n  for 

Fiba FaQ Strueam COQt for Sqpmtt Y3 Per Fikr Stmd- 

Y3) 

Total CBOl Feader Stmctm Con = CBGl H o ~ l d s  (Coppa F a d a  
StruaurrCostforSegmcntXl Per 

Cat f'or Segment Y 1 Per Household) 
~ l d + c o P p e r P a d a S t r u c t u m  

&camber 1.1995 



Total CBG2 Feeder S- Cast Number of Fibers h Y2 * 
(FiberF&Stzwtme Cost for 
&pea t  X1 Per Fiber Smnd F i k  
F a d e r S t r u * u r r c o a t f o r ~ X Z  
Per Fiber Stnrd + F i k  Fecda 
Smctuw Cost for Segment Y2 Per F i k  
S d )  

Total CBG3 Fceda Stnrcturr Cost = Number of F i M  lb y3 
( F i b  Feeder S m c t m  Cost for 
Sqpcot XI Per Fiber Smmd + F i k  
F C C Q S ~ C o r t f o r ~ X Z  
Per FiW Stnrd + F i k  Feeder 
Smctwe Costfor w X 3  Per Fiber 
Straud + Fiber Feeda Sauca~e Cost for 
Segment Y3 Per Fiber Strand) 

where: 

Total CLLI b coad - tar7326 @aivrrion displayed in Attachment 1) 

L;loddBuildingFrtor= 1.013 

Basic Local saviceF.cta= .79 

Thc Ratio of Total Lw bo Raidcatid Lines = 1.75. 
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Pa Line Switeh Cost L.ad rod Building FIIctor 1 Switch Fill F e .  where, 

Pa Lioc Switch Cost = $238.87 (Daivation displayed in Amchmcnt 1) 

Laud a d  Building Factor= 1.043 

Switch fill brtor = 0.80. 

For households being saved by SLC saies 20009dNext * D i g i t . l L o o p ~ s  
System (AFC) elearonic circuit equipment invatmat must be included in addition to the 
fibcrcosts. T h e x e q u i p m c n t i n v e s h n e n t ~ t h e t b e , r o f h v 8 r e , p o w a ~ ,  
cbaaud plug-in in- fbr both the bays in the ccntnl office (to -to the switch) 
rod the remote taminal bays (to cormcct to the d o g  copper dhxibution plmt). The nom 
dircormtedcosBue calculrtedinthefohwiagrrmrmer: 

SLC Electronics Cos& per Household = 

rrpmmtrthe switch UErtor. 
500.oolO.80, wbae s500.00 reprrsener the in- pcr linc ad 0.80 

AFC Electronics Costs pa Household = 
550.0010.80, whm $550.00 rrprrsentr the iuvemmt pa line ad 0.80 
rrpmmtr the switch fill factor. 

Drnnbcr 1.1995 
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Forpurposcsofthismodel,two d i B s r c n t . m r u r l c o d ~ ~ c o n r i Q r r d  'XheW frton 
~ t t w o v i ~  oftbe- - level of ercpaues 8tEibumble to buic local ravicc. 
and providesuppa~lowerbormduiaforthtditcurdonof~monrhlyartofbuic 
d c e .  'zh fint aund wst fnctor of 31.6765% is bucd on historical .ccounting data .od 
tapl expense levels of the Tier 1 LE- dkhg du following 1954 ARMIS Form 43-01 

1690,1705-1790,1820-1890, and 19194920. 'Xhe seeorxl &mud cod factor of 22.97% is 
based on the inclusion of limited expense atepries and limited expclue amounts, ad ws 
the following assumptions b a d  on the HdieldMCI Study appmch: 

SO- b ROWS 1010-1090; 1120-1190; 1290,1320-1390,1410-1490; 1510-1590, 1620- 

InV~ent -~ la tcd  ercpaues of dcprecirtion and .fta-tur nhrm on investment 
(ROO - ROI*9.5% - 45/55 Debt to Equity Ratio - 1l.owcoaofEquity - Combined Fedcrpl d Stae Tax Rate of 39 paant - 18 y a  Wtd. Avg. Savi- Life in Gal- Deprrciation 
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Attachment 1 

The source for switchiug cost data in Table V-3 on p a p  168 of 

James W. MccOnnaughey, and Fred J. Kelsey (M.E. Sharpe. Inc. Armonk, 
New York 1990.) Thin data presentr the per line cortr for a Northern 
Telecom DMS 100 switch for 20 didbarent line dzsr, ranging from 1,000 h e  
to 20,000 Iines. 

The per line cost data in the source documcmt WM converted into a per switch 
cost in the table below: 

by Walter 0. Bolter, . .  

UNE SlZE 
1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10.000 
11,000 
12.000 
13.000 
14,000 
15,000 
16.000 
17,000 
18,000 
19,000 
20,000 

DMS100 COSTILNE 
S 885 
S 562 s 454 
S 401 
S 368 s 347 
S 331 
S 320 
S 311 s 304 
S 298 
S 293 
S 289 
t 285 s 282 
S 279 
S 277 
S 275 
S 273 
S 271 

DMS 100 SWKCH COST s 885,000 
S 1,124,000 
S 1,362,000 
S 1,604,000 s 1,040,000 s 2,082,000 
S 2,317,000 
8 2,560,000 
S 2,799,000 
S 3,040,000 
S 3,278,000 
S 3,516,000 
S 3,757.000 
S 3,990,000 
S 4,230,000 s 4,464,000 
S 4,709,000 
S 4,950,000 
S 5,187,000 
S 5,420,000 

The per switchcosta for the didbarant dzs switcher were analpdwith a 
regression equation where the independent variable WM line dzs and the 
dependent variable WIU switch cost. The regremion analpin yhldr an 
intercept term which raprewntr a b d  common cort per switch m g a ~ d l ~ ~  of 
switch dzs and a dope term which representa a per line cort that re- 
anstant ragardle~ of switch size. The output of the regression are dieplayed 
below: 
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0.9999964 
Adjusted R Sqmm 0.9999962 
Standard Ermr 2:,755 

20 Observations - 
t3mcmnu nmdarIt€tIw tStJt pvlu Larrosw &p#rosw Lnrros.O% L@pw95.Im 

647.526 1279.619069 506.022621 7.7698639 644837.892 6!iO214.74 644837A92 65021 4.74 

DMS 100 Switch Cost by Line Size Ragnuion  F 

The regression resulb yield a near perfect fit with a 5xad common coot per 
d t c h  of $647,526 and a cart per line of $238.87. - 

... 
I . !  
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Exhibit mwc- 1) 

BIOGRAPHY 

Nina W. Cornell 
1290 Wood River Road 
Meeteetse, Wyoming 82433 
Tel. (307) 868-2624, or (307) 868-2408; fax (307) 868-2273 

EXPERIENCE 

10/88-Present Private consultant. Microeconomic consulting, primarily in fields of telecommuni- 
cations and antitrust. 

2/82 - 10188 President: Cornell, Pelcovits & Brenner Economists Inc. Microeconomic consult- 
ing, primarily in fields of telecommunications, broadcasting, environmental, and 
antitrust economics. Assignments have included serving as an expert witness be- 
fore State and Canadian regulatory agencies on many emerging issues in telecom- 
munications such as: the appropriate structure of access charges to interexchange 
companies; the public interest benefits of competition and of resale; the need to sep- 
arate the unregulated from the regulated activities of telephone companies; 
appropriate telephone costing methodology, market rules, and industry structure; 
the proper costing of Centrex service; the setting of appropriate prices for the sale of 
embedded terminal equipment; and the appropriate application of cost and demand 
studies to the design of telephone tariffs; assisting in the cross examination of op- 
posing witnesses and preparation of information requests; sponsoring cellular tar- 
iffs in cellular aplplications to the FCC; and testifying before Congressional com- 
mittees on the economics of home taping, copyright, and the First Sale Doctrine. 

Vice President: Owen, Comell, Greenhalgh & Myslinski Economists Inc. Micro- 
economic consulting in telecommunications, broadcasting, environmental, and 
antitrust economics. Assignments included serving as expert witness in court 
cases, including 1J.S. v. AT&T, and before the Public Service Commission of the 
State of Florida om the public interest benefits of competition in long haul services 
and of resale, and on standards for access charges for competitors; assisting in 
preparation of depositions and cross examination of opposing witnesses; preparing 
an analysis of the economic impact of the broadcasting regulations on the video in- 
dustry; preparing a cost-benefit analysis of proposed water pollution control regula- 
tions for the steel industry and defending it before EPA. 

3/81 - 2/82 

5/78 - 2/81 Chief: Office of Plans and Policy, Federal Communications Commission. Re- 
sponsible for proposing policy and directing medium and long-range planning for 
the Commission. During this period, developed an in-house economics capability 
and functioned as chief economist for the Commission, sat at all Commission 
meetings, and advised the Commissioners on economic policy issues and alterna- 
tives. Directed a staff of 28-35 of mixed disciplines, mainly economics and engi- 
neering. Projects of the Office covered such topics as appropriate regulation for 
common carriers, including involvement in developing a new cost manual, further 
extensions of resale to switched intercity services, appropriate instances to require 
separate subsidiaries, and proper regulatory treatment of non-dominant common 
carriers; direct bra'adcast satellites; public coast stations; and radio; appropriate poli- 
cies to achieve an improved UHF TV service; children's television; and how to im- 
prove spectrum management. 
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u71- 5/78 

6/76 - 2/77 

8/12 - 4/76 

9/65 - 6/67 

Senior Staff Economist: Council of Economic Advisors. Covered all areas of reg- 
ulation except energy for the Council. Some major areas of activity were develop- 
ment of the regulatory analysis requirement in Executive Order 12044; the Regula- 
tory Analysis Review Group; development of policy on various EPA activities such 
as prevention of significant deterioration of air quality; beverage container deposit 
legislation; revisions to the Clean Air, and the Clean Water Acts; minerals policy; 
and carcinogen regulation; also amendments of the laws governing civil aviation, 
trucking and communications. 

Senior Economist: Council on Wage and Price Stability. Worked on energy is- 
sues. Major activity was as lead economist on the Presidential Task Force on Re- 
form of Federal Energy Administration Regulation. 

Research Associate: The Brookings Institution. First two years were in Foreign 
Policy Studies working as the economist on an interdisciplinary study on interna- 
tional institutions ifor managing oceans, outerspace, and weather modification. Last 
two years were in Economic Studies working with Charles L. Schultze on energy 
policy and working on safety and health regulation. 

Teaching Assistant: Department of Economics, University of Illinois at Urbana- 
Champaign. 

PUBLICATIONS 

"Regulation and Optimal Technological Change: Not Whether but How," in The Changing Nature 
of Telecommunication/Informat ion Infrastructure, Computer Science and Telecommunications 
Board, National Research Council, Washington, D.C., National Acadamy Press, 1995. 

"Optimal Costing and Pricing Methodologies for Regulated Monopoly Telephone Companies," in 
William Pollard, Editor, Marginal Cost Techniques for Telephone Services: Symposium 
Proceedinm, Columbus, Ohio, The National Regulatory Research Institute. 

Contributor, "The State of Competition in Telecommunications," in Barry G. Cole, Editor, After 
The Breakuu: Assessing the New Post-AT&T Divestiture Era, New York Columbia University 
Press, 1991. 

Co-Author, "Public Utility Rate-of-Return Regulation: Can It Ever Protect Consumers?" by Nina 
W. Cornell and Douglas W. Webbink, in Robert W. Poole, Jr., editor, Unnatural Monopolies, 
Lexington, Mass.: Lexington Books, 1985. 

Co-Author, "Access Charge Theory and Implication: A Slip Twixt Cup and Lip," by Michael D. 
Pelcovits, Nina W. Cornell, and Steven R. Brenner, in Patrick C. Mann and Harry M. Trebbing, 
Editors, Chanyinp Patterns in Re!gulation: The Effect on Public Utilitv Pricing, Proceedings of the 
Institute of Public Utilities Fourteenth Annual Conference, East Lansing, Michigan: Institute of 
Public Utilities Graduate School of Business Administration, 1984. 

Co-Author, "Toward Competition in Phone Service: A Legacy of Regulatory Failure," by Nina 
W. Cornell, Michael D. Pelcovits, and Steven R. Brenner, in Regulation, JulylAugust 1983. 

Co-Author, "The Present Direction of the FCC: An Appraisal," by Nina W. Cornell and Douglas 
W. Webbink, American Economiic Review, Papers and Proceedings, Vol. 73, No. 2, May 1983. 
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Co-Author, "Access Charges, Costs, and Subsidies: The Effect of Long Distance Competition on 
Local Rates," by Nina W. Cornel11 and Michael D. Pelcovits, in Eli Nom,  editor, Telecommunica- 
tions Regulation Today and Torn-, New York Harcourt Brace Jovanovich, 1983. 

"Direct Broadcast to Home Satellites -Boon or Bane to Broadcasting, Cable and the Public: A 
Panel Discussion," Jurimetrics J ( a ,  Winter 1982. 

Co-Author, "Social Objectives and Competition in Common Carrier Communications: Incompati- 
ble or Inseparable?" by Nina W. Cornell, Daniel A. Kelley, and Peter R. Greenhalgh, in Harry 
Trebing, ed., Energv and Communications in Transition, Michigan State University Public Utili- 
ties Papers, 198 1. 

"Rate of Return Regulation: Protecting Whom from What?", Regulation, NovemberlDecember 
1980. 

Co-Author, "Common Carrier Regulation and Technological Change: The New Competition in the 
Communications Industries,'' by Nina W. Cornell and Douglas W. Webbink, Joint Economic 
Committee of Congress, Special Study on Economic Change, Volume 5, December 8, 1980. 

Co-Author, Policies for Regulation of Direct Broadcast Satellites, by Florence 0. Setzer, Bruce A. 
Franca, and Nina W. Cornell, Staff Report, Office of Plans and Policy, Federal Communications 
Commission, September 1980. 

"For Spectrum Economics," Mobile Times, February 1980; and "More on the Spectrum Eco- 
nomics Debate: Rebuttal for the Proposal," Mobile Times, March 1980. 

"The Politics of Policy Analysis,'' American Journal of Agricultural Economics, Vol. 61, No. 4, 
part 2, November 1979. 

"Can Safety Be Mandated?" Ecoliomic Effects of Government-Mandated Costs, Public Policy Re- 
search Center, University of Florida, 1978. 

Co-Author, Regimes for the Ocean. Outerspace. and the Weather, by Seyom Brown, Nina W. 
Cornell, Larry L. Fabian, and Edith Brown Weiss, The Brookings Institution, 1977. 

Co-Author, "Safety Regulation" by Nina W. Cornell, Roger C. Noll, and Barry Weingast, in 
Henry Owen and Charles L. Schultze, eds., Setting National Priorities: The Next Ten Years, The 
Brookings Institution, 1976. 

"Manganese Nodule Mining and Economic Rent," Natural Resources Journal, Vol 14, No. 4, Oc- 
tober 1974. 

SELECTED CONFERENCE PRESENTATIONS 

Asilomar Conference on Lifting the MFJ Restrictions, A Symposium Sponsored by The Commu- 
nications Committee of the National Association of Regulatory Utility Commissioners and the Cali- 
fornia Public Utilities Commissilon, Asilomar Conference Center, Pacific Grove, California, Jan- 
uary 2-5, 1990 

"Emerging IntraLATA Rate Structures and the Impact of IntraLATA Pricing on Competition," pre- 
sented at the 1988 NARUC Advanced Regulatory Studies Program, Williamsburg, Virginia, 
February 28, 1988. 
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"Local Telephone Prices and thie Subsidy Question," with Roger C. Noll, presented at the Bell 
Communications Research Telecommunications Demand Modeling Conference, New Orleans, 
Louisiana, October 25, 1985. 

TESTIMONY - REGULATORY COMMISSIONS 

Canadian Radio-television and Telecommunications Commission: 
Inquiry Into Telecommunications Carriers' Costing and Accounting Procedures: Phase 
I11 - Costing of Existing Services, 9/30/82. 

Public Utilities Board for the Province of Alberta, Canada: 
In the Matter of "The Alberta Government Telephones Act," Being Chapter A-23 of the 
Revised Statutes of Alberta, 1980, as Amended; And in the Matter of "The Public Utili- 
ties Board Act," Being Chapter P-37 of the Revised Statutes of Alberta, 1980, as 
Amended; and in the Matter of an Application by Alberta Government Telephones to the 
Public Utilities Board for an Order Approving the Deletion of Certain Basic Terminal 
Equipment (Voice) Services. (On Proper Conditions to Apply to Local Telephone 
Company Services in order to have a Competitive Equipment Market), 2/10/83. 

Alaska Public Utilities Commission 
In the Matter of Consideration of Regulations Governing the Market Structure for 
Intrastate Interexchange Telecommunications Service, Docket No. R-90-1, 6/5/90. 

Arizona Corporation Commissionl: 
In the Matter of the Application of the Mountain States Telephone and Telegraph Com- 
pany, a Colorado Corporation, for a Hearing to Determine the Earnings of the Com- 
pany, the Fair Value of the Company for Ratemaking Purposes, to Fix a Just and Rea- 
sonable Rate of Return Thereon, and to Approve Rate Schedules Designed to Develop 
Such Return, Docket No. E-1051-84-100, and In the Matter of the Mountain States 
Telephone & Telegraph Company Filing New Tariff Pages for Approval by the Com- 
mission, Which Introduce Access Services, Docket No. E-1051-83-293,8/23/85. 
In the Matter of the Application of GTE Sprint Communications Corporation for a Cer- 
tificate of Public Convenience and Necessity to Offer Intercity Telecommunications Ser- 
vices to the Public in the State of Arizona, Docket No. U-2432-84-003, 1/11/85. 
In the Matter of a General Investigation on the Commission's Own Motion into Compe- 
tition for Intrastate Interexchange Services, Docket No. U-oooO-84-058,9/4/84. 

Arkansas Public Service Commisision: 
In the Matter of an Investigation of Intrastate Separations, Settlements and Intrastate Toll 
Rates of Return, Docket No. 83-042-U, 5/28/85. 

Public Utilities Commission of California: 
Order Instituting Rulemalking on the Commission's Own Motion Into Competition for 
Local Exchange Service., Order Instituting Investigation on the Commission's Own 
Motion Into Competition For Local Exchange Service; R.95-04-043, et al., 10/27/95. 
Investigation on the Commission's Own Motion into the Second Triennial Review of the 
Operations and Safeguards of the Incentive-Based Regulatory Framework for Local 
Exchange Carriers, I. 95-05-047,9/28/95. 
In the Matter of Alternative Regulatory Frameworks for Local Exchange Carriers and 
Related Matters, 1.87-1 1-033, 5/18/92; 10/9-10/91. 
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Application of AT&T Coimmunications of California, Inc. (U 5002 C) under Rule 18 for 
a Certificate of Public Convenience and Necessity for Authority to Provide Intrastate 
InterLATA AT&T MEGACOM and AT&T MEGACOM 800 Service; Application of 
AT&T Communications of California, Inc. (U 5002 C) under Rule 18 for a Certificate 
of Public Convenience and Necessity for Authority to Provide AT&T PRO sm WATS 
California; Application of AT&T Communications of California, Inc. (U 5002 C) for 
Authority to Provide Intrastate AT&T 800 READYLINE Service, AX-07-020, A.88- 

In the Matter of the Appllication of the Pacific Telephone and Telegraph Company, a 
corporation, for authority to establish a rate stability plan for Centrex-CO and associated 
services, to expand Centrex-CO service to smaller line size customers and to lower cer- 
tain Centrex-CO service rates, Application No. 83-05-45, 12127-28/83. 
Order Instituting Investigation to determine whether competition should be allowed in 
the provision of telecommunications transmission services within the state. And related 
matters. 011 83-06-01, Applications No. 82-12-21, No. 83-10-20, No. 83-05-16, No. 

Case No. 83-05-05,9/26-27/83 and 10/21/83. 
In the Matter of the Application of the Pacific Telephone and Telegraph Company, a 
corporation, for authority to increase certain intrastate rates and charges applicable to 
telephone services furnished within the State of California due to increased depreciation 
expense and Related Cases, Application No. 82-1 1-07, Application Nos. 83-01-22; 83- 
06-65; 011 83-04-02,8/25-26/83. 

Public Utilities Commission, State of Colorado: 

08-051, A.89-03-046, 3/;!/90, 5/7/90. 

83-05-26, NO. 83-05-40, NO. 83-06-54, NO. 83-07-21, NO. 83-08-26, N0.83-09-37, 

. 

. 

. 

In the Matter of Costing and Pricing for Telephone Services, Docket No. 92M-O39T, 
2/24-28/92, 12/1-3/92. 
In Re: Application of Mountain States Telephone and Telegraph Company, D/B/A, U S 
West Communications, Inc., for Approval of a Five Year Plan for Rate and Service 
Regulation and for a Shari2d Earnings Program, Docket No. 90A-655T, 10/28/91. 
In Re: Investigation and Suspension of Proposed Changes in Tariffs Filed by the 
Mountain States Telephone and Telegraph Company, d/b/a U S West Communications, 
Inc., in Advice Letter No. 2173, Docket No. 90S-544T. 7/23/91,7/25/91. 
In Re: Rules Prescribing the Provision of Certain Services within Open Network 
Architecture, Docket No. 90R-5 12T, 11/26/90. 
In Re: Investigation of IntraLATA Interexchange Telecommunications Markets in the 
State of Colorado, Dockel No. 891-082T, 2/22/90. 
Investigation and Suspension of Proposed Changes and Additions to Exchanges in Net- 
work Services Tariff-Telephone, Mountain States Telephone and Telegraph Company, 
Denver, Colorado 80202, I & S Docket No. 1766, 11/29/88. 
William C. Danks, Complainant v. Mile Hi Cablevision, Inc., Mile Hi Cablevision As- 
sociates, Ltd., and The Mountain States Telephone and Telegraph Company, Respon- 
dents; The Mountain States Telephone and Telegraph Company, Complainant, v. 
American Television and Communications Corporation, d/b/a American Cablevision of 
Littleton, Inc., American Cablevision of Thornton, Inc., American Cablevision of 
Wheatridge, Inc., and American Cablevision of Northglenn, Inc., Respondent, 
12/11/85. 
In the Matter of the Application of MCI Telecommunications Corporation for a Certifi- 
cate of Public Convenience and Necessity to Offer Intrastate Telecommunications Ser- 
vices to the Public in the State of Colorado, Application No. 36337, In the Matter of the 
Application of GTE Sprint Communications Corporation for a Certificate of Public 
Convenience and Necessity to Offer Intercity Telecommunications Services to the Public 
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in the State of Colorado' and for the Establishment of Initial Rates, Application No. 
36360, In the Matter of the Authority to Provide Interexchange Switched Voice 
Telecommunications Service on an IntraLATA Basis in the State of Colorado, Applica- 
tion No. 36456, 11/2/84. 

Connecticut Department of Public: Utilities: 
DPUC Investigation into the Unbundling of The Southern New England Telephone 
Company's Local Telec~ommunications Network, Docket No. 94-10-02, 5/8/95 and 
5/ 19/95. 
DPUC Investigation into the Cost of Service of Southern New England Telephone 
Company, Docket 94-10-01,2/2/95; 3/1/95. 
DPUC Investigation into the Rate Structure and Operational and Financial Status of the 
Southern New England Telephone Company, Docket No. 89-12-05,5/6/91. 
DPUC Investigation into Authorization of Competition for Intrastate Telecommunica- 
tions Service Pursuant to P.A. 87-415, Docket No. 87-08-24,2/4-5/88. 
DPUC Investigation into Competition for Intrastate Interexchange Telecommunications 
Service, Docket No. 85-06-04,4/2-3/86 and 5/29-30/86. 
Investigation into Compe:nsation to Telephone Companies by Interstate Common Cam- 
ers for Unauthorized 1ntr;astate Calls, Docket No. 85-05-23,7/9/85 and 7/17/85. 

Public Service Commission, State of Florida: 
In re: Petition for Revie:w of Rates and Charges Paid by PATS Providers to LECs, 
Docket No. 860723-TP, 8/2/90. 
In re: Review of Southern Bell Telephone and Telegraph Company's Capital Recovery 
Position, Docket No. 890256-TL, 3/29/90. 
In re: Investigation into Equal Access Exchange Areas (EAEAs), Toll Monopoly Areas 
(TMAs), 1+ Restriction to the Local Exchange Companies (LECs), and Elimination of 
the Access Discount, Docket No. 880812-TP, 11/2/89. 
In re: An Investigation into the Statewide Offering of Access to the Local Network for 
the Purpose of Providing Information Services, Docket No. 880423-TP, 2/17/89. 
In re: Investigation into NTS Cost Recovery - Phase 11, Docket No. 860984-TP, 
3/17/88. 
In re: Investigation into NTS Cost Recovery - Phase I Levels, Docket No. 860984-TP, 
9/17/87. 
In re: Intrastate Access Charges for Toll Use of Local Exchange Services - Toll 
Monopoly Transmission Areas and Bypass Restrictions (Phase I), Docket No. 820537, 
5/2/86. 
Application of AT&T Communications of the Southern States, Inc. for a Certificate of 
Public Convenience and NecessityMotion for Waiver of Tariff Filing Requirements, 
Docket No. 830489-TI, 3/13/86. 
In re: Intrastate Access Charges for Toll Use of Local Exchange Services, Docket No. 
820537-TP, 9/14/83. 
In re: Petition of MCI Te:lecommunications Corporation for a Certificate of Public Con- 
venience and Necessity, ]Docket No. 820450-TP, 3/2 1/83. 
In the Matter of Resale of Wide Area Telephone Service and Message Toll Service, 
Docket No. 1 810239-TF', 1/22/82. 
Application of Microtel, Inc. for a Certificate to Construct and Operate a Microwave 
System, Docket No. 800333-TP, 11/5/81. 
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Application of MCI to F'rovide Intrastate Toll Service, Docket NO. 3446-U, 2/29/84 
(Direct testimony only). 

State of Illinois. Illinois Commerce Commission: 
In the Matter of Illinois Biz11 Telephone Company Petition to Regulate Rates and Charges 
of Non-Competitive Serives Under an Alternative Form of Regulation, Docket No. 92- 
0448, 8/3/93. 
In the Matter of Independent Coin Payphone Association and Total Communication 
Services, Inc. Complaint to Reclassify Illinois Bell Telephone Company Pay Telephone 
Service as a Competitive ,Service in Illinois Market Service Area 1 (MSA l), Docket No. 

Centel Network Communications, Inc., Application for Certification of Service Author- 
ity Pursuant to Sec. 13-404; and For Other Authority and Waivers of Commission Rules 
and Regulations, Docket No. 89-0132, 1/16/90. 
In the Matter of Illinois Bell Telephone Company and Commonwealth Edison Com- 
pany, Illinois Power Company, Central Illinois Light Company, Central Illinois Public 
Service Company, and the Illinois Telephone Association and Illinois Cable Television 
Association, Docket Nos. 86-0192, 86-0228, 86-0229, 3-15-88, 3-22-88. 
In the Matter of the Application of GTE Sprint Communications Corporation for a Cer- 
tificate of Public Convenience and Necessity pursuant to section 55 of the Illinois Public 
Utilities Act, to Provide INTRA-MSA Telecommunications Services Within the State of 
Illinois, No. 83-0634, 11/14/84. 
In the Matter of the Application of AT&T Communications of Illinois, Inc. for the is- 
suance of a Certificate of Public Convenience and Necessity to provide interex- 
changellNTER-MSA telephone and telecommunications services between and among 
Market Service Areas in the State of Illinois, 83-0648,6/15/84. 
Satellite Business Systems Application for a Certificate of Public Convenience and Ne- 
cessity pursuant to Section 55 of the Illinois Public Utilities Act, to provide INTER- 
MSA Telecommunications Services Within the State of Illinois, 84-0025,4/30/84. 
GTE Sprint Communications Corporation Application for a Certificate of Public Conve- 
nience and Necessity pursuant to Section 55 of the Illinois Public Utilities Act, to Pro- 
vide INTER-MSA Telecsommunications Services Within the State of Illinois, 83-0633, 
2/16/84. 

88-0412, 11/14-15/91,2r5/92. 

Indiana Utility Regulatory Commission: 
In the Matter of the Complaint of the Indiana Payphone Association, Incorporated, an 
Indiana Not-For-Profit Incorporated Association, Complainant, v. Indiana Bell 
Telephone Company, Inc., Respondent, Cause No. 39474, 5/3 1/94, 6/2/94. 
Petition of MCI Telecommunications Corporation for a Certificate of Territorial Author- 
ity to Provide Intercity Telecommunications Services Within Indiana, Cause No. 37240, 
10/3/83 and 11/21/83. 

Iowa Utilities Board 

Docket No. RPU-84-2, 10/17/84. 

In re: IntraLATA Presubscription, Discounted Access Charges, and Imputed Access 
Charges, Docket No. INU-90-1, 8/13/90, 
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Public Service Commission of the Commonwealth of Kentucky 
In the Matter of An Inquiry into IntraLATA Toll Competition, an Appropriate Compen- 
sation Scheme for Completion of IntraLATA Calls by Interexchange Carriers, and 
WATS Jurisdictionality, Administrative Case No. 323, 12/13/89, 10/29/90. 

Louisiana Public Service Commission 
In the Matter of Investigation of the Revenue Requirements, Rate Structures, Charges, 
Services, Rate of Return and Construction Program of South Central Bell Telephone 
Company of its Louisiana Intrastate Operations, the Appropriate Level of Access 
Charges, and All Matters Relevant to the Rates and Service Rendered by the Company, 
Docket No. U-17949-B (Generic Phase), 12/10/90 and 5/8/91. 
In the Matter of US Sprint Custom Network Services Tariff (UltraWATS Service), 
Docket No. U- 17644, American Telephone and Telegraph Communications of South 
Central States Inc. (Megacom Service, Docket No. U-17578, and MCI 
Telecommunications Company Custom Network Services Tariff (Prism I and 11), 
Docket No. U-17767. 

Public Service Commission of Maryland: 
In the Matter of the Application of MFS Intelenet of Maryland, Case No. 8584, Phase 
11, 8/10/95. 
In the Matter of the Investigation by the Commission on Its Own Motion into Legal and 
Policy Matters Relev ant to the Regulation of Firms, Including Current 
Telecommunications Providers and Cable Television Firms, Which May Provide Local 
Exchange and Access Services in Maryland in the Future, Case No. 8587,8/8/94. 
In the Matter of the Appliication of MFS Intelenet of Maryland, Case No. 8584,2/3/94. 
In the Matter of the Inventigation by the Commission on its own Motion into the Rates 
and Charges of AT&T Communications of Maryland, Inc., Case No. 7941, 6/4/86, 
7/10/86. 
In the Matter of the Application of MCI City Telecommunications Corporation for Au- 
thority to Provide Intercity Telecommunications Service within the State of Maryland, 
Case No. 7719, 8/29/83 and 11/29/83. 

Commonwealth of Massachusetts, Department of Public Utilities: 
Investigation by the Department of Public Utilities on its Own Motion into IntraLATA 
and Local Exchange Competition in Massachusetts, D.P.U. No. 94-185, 7/7/95, 
10/2/95. 
Petition for an Advisory Ruling as to the Competitive Nature of Public Pay Telephone 
Service, D.P.U. 88-45, November or December, 1988. 
Investigation by the Department of the cost studies filed by New England Telephone and 
Telegraph Company on April 18, 1986, pursuant to the Department's Orders in D.P.U. 
1731, D.P.U. 86-33, 5/22-23/88. 
Investigation by the Department on its own motion as to the propriety of the rates and 
charges set forth in the following rates schedules: DPU Mass. No. 10, Part C - Sec. 7, 
Original of table of contents, page 1, Original of pages 1 thru 6, filed with the Depart- 
ment on December 15, 1987 to become effective January 14, 1988 by the New England 
Telephone and Telegraph Company, D.P.U. 88-13,5/21-22/88. 
In the Matter of New England Telephone Company, Re: D.P.U. 86-33, D.P.U. 86- 

' 124, 9/16/86, 6/18-19-87, 8/3-4/87. 
Petition of the Attorney General for a Generic Adjudicatory Proceeding Concerning In- 
trastate Competition by Common Carriers in the Transmission of Intelligence by Elec- 
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tricity, Specifically as with Respect to IntraLATA Competition, and Related Issues, 
Filed with the Department on December 20, 1983, D.P.U. 1731,7119-20184. 
Investigation by the Department on its Own Motion as to the Propriety of the Rates and 
Charges Set Forth in a Tariff for Carrier Access Charges filed by the New England 
Telephone and Telegraph Company with the Department on October 21, 1983, to Be- 
come Effective November 20, 1983, D.P.U. 1661,2/22/84. 

Public Service Commission of the State of Michigan: 
An Inquiry, on the Cominission's Own Motion Into the Status of Competition in the 
Provision of Telecommunications Services, Case No. U-87 16,6/10/87. 
In the Matter of the Applications of MCI Telecommunications Corporation for special 
temporary authority or alternatively, for a finding of no jurisdiction over its proposed 
service, Case No. U-7853, and In the Matter of the Application of GTE Sprint Commu- 
nications Corporation for a Certificate of Public Convenience and Necessity to Offer In- 
tercity Telecommunications Services to the Public in the State of Michigan, Case No. U- 
7813, 5/8/84. 

Minnesota Public Utilities Commission: 
In the matter of a consolidated proceeding to investigate the provision of intrastate inter- 
city telecommunications services within the State of Minnesota, Docket N0.P-422, P- 
442, P-444, P-421, P-43:VNA-84-212, 2/5-6185, 

Missouri Public Service Commission: 
In the matter of proposals to establish an alternate regulation plan for Southwestern Bell 
Telephone Company, Case No. TO-93-192,8/93 (no cross examination). 
In the matter of Southwestern Bell Telephone Company's Application for Classification 
of its Non-Basic Services, Case No. TO-89-56, 11/2/90. 
The Staff of the Missouri Public Service Commission, Complainant, v. Southwestern 
Bell Telephone Company, A Missouri Corporation, Respondent, Case No. TC-89- 14, 
et al., 1/31/89 and 411 1/89, 
CyberTel Cellular Telephone Company, Complainant v. Southwestern Bell Telephone 
Company, Respondent, Case No. TC-86- 158; Midwest Cellular Telephone Company, 
Complainant v. Southwestern Bell Telephone Company, Respondent, Case No. TC-87- 
39; and In the Matter of the Applications of Southwestern Bell Telephone Company for 
Approval of a New Radio Common Carrier Interconnection Service Tariff, Case No. 
TR-87-58, 7/1/87. 
In the Matter of the Application of MCI Telecommunications Corporation for a Certifi- 
cate of Public Convenience and Necessity to offer telecommunications service in Mis- 
souri, Case No. TA-84-82., and In the Matter of the Application of GTE Sprint Commu- 
nications Corporation for a Certificate of Public Convenience and Necessity to Offer 
Intercity Telecommunicaitions Services to the Public in the State of Missouri, Case No. 
TA-84-114, 818-9/84. 

Montana Public Service Commission 
Presentation on Building Blocks, January 22, 1993. 

Nebraska Public Service Commission: - In the Matter of the Application of GTE Sprint Communications Corporation For a Cer- 
tificate of Public Convenience and Necessity to Offer Intercity Telecommunications Ser- 
vices to the Public in the State of Nebraska, Docket C-497,3/7/85. 
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In the Matter of the Application of Northwestern Bell Telephone Company, Omaha, Ne- 
braska, for Approval of Tariff Sheets of its General Exchange Tariff, Application No. 
C-353, 5/5/83. 
In the Matter of the Effect of Competition in Inter-exchange Telephone Service, Appli- 
cation No. C-506, 9/6/84. 

Public Service Commission of Nevada: 
The Application of Centel Network Communications, Inc., for a Certificate of Public 
Convenience and Necessity, to Operate as an Intrastate and InterLATA Resale Carrier, 
Docket No. 88-1 156,4/280-21/89. 

New Hampshire Public Utilities Commission 
Re: DE 90-002 - Generic Competition Docket, 9/24/92. 

New Jersey Department of Energy, Board of Public Utilities: 
In the Matter of the Application of New Jersey Bell Telephone Company of Approval of 
its Plan for an Alternative Form of Regulation, Docket No. T092030358, 10/5/92. 
In the Matter of Investigation of Intrastate Tele-communications Competition, BPU 
Docket 83 12-1 126, Direcit and Rebuttal Testimony, 1/31/84. 

New Mexico State Corporation Commission 
In The Matter Of The Rates And Charges Of U S WEST Communications, Inc., Docket 
No. 92-227-TC, 3/11/93. 

New York State Public Service Commission: 
Proceeding on Motion of the Commission to Investigate Performance-Based Incentive 
Regulatory Plans for New York Telephone Company, Case No. 92-C-0665, 12/12/94. 
Petition of Rochester Telephone Corporation for Approval of Proposed Restructuring 
Plan, Case 93-C-0103 and Petition of Rochester Telephone Corporation for Approval of 
New Multi-Year Rate Stability Agreement, Case 93-C-0033, by affidavit, 8/94. 
Proceeding on Motion of the Commission to Investigate Performance-Based Incentive 
Regulatory Plans for New York Telephone Company, Case No. 92-C-0665, 10/7/93. 
Proceeding on Motion of the Commission to Review Regulatory Policies for Segments 
of the Telecommunications Industry Subject to Competition, Case No. 29469, 9/28- 
29/87. 

North Carolina Utilities Commission: 
In the Matter of Investigation to Consider Whether Intrastate Offerings of Long Distance 
Telephone Service Should be Allowed in North Carolina and What Rules and Regula- 
tions Should be Applicable to Such Competition if Authorized, P-100, Sub 72, 
10/24/84. 
In the Matter of Resale of Intrastate Telecommunications Services, Docket No. P-100, 
Sub 61, 11/16/82. 

Public Utilities Commission of Ohio: 
In the Matter of the Commission's Investigation Relative To Establishment of Intrastate 
Access Charges, Case No. 83-464-TP-COI, 10/17/83. 

Oklahoma Corporation Commission: 
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In re: Inquiry of the Oklahoma Corporation Commission Concerning the Regulation of 
Intrastate InterLATA Camiers, Cause No. 29217, 11/16/84. 
In re: 
3/26/84. 

Application of .MCI Telecommunications Corporation, Cause No. 28713, 

Public Utility Commission of Oregon: - 
In the Matter of the Investigation into the Cost of Providing Services, Docket UM 351, 
Phase I 1  Unbundling and Pricing Issues, 10/20/95. 
In the Matter of the Application of MCI Access Transmission Services, Inc. for a 
Certificate of Authority to Provide Local Exchange Telecommunications in Oregon, 
Docket No. CP 15,7/12/95. 
In the Matter of the Revised Rate Schedules Filed by U S West Communications, Inc. 
for toll service. Advice No. 1291, Docket No. UT 94, 8/30/90. 
In the Matter of the Investigation into the Revenue Requirements and Rate Spread of 
Pacific Northwest Bell Telephone Company, dba U S West Communications, Docket 
No. UT 85, 6/8/89. 
In the Matter of the Petition of Pacific Northwest Bell Telephone Company d/b/a U S 
West Communications, :[nc., to Price List Telecommunications Services Other Than 
Essential Local Exchange Services, Docket No. UT 80,6/8/89. 
In the Matter of an Investigation Into Presubscription, Exchange Carrier Toll Rates, and 
Antitrust Implications of the "IntraLATA Access Charges Agreement" Proposed by Pa- 
cific Northwest Bell Telelphone Company and the Oregon Independent Telephone Asso- 
ciation, Docket No. UT-417, 3/18/87. 

Pennsylvania Public Utilities Cornmission: 
Application of MFS Intelenet of Pennsylvania, Inc., For Approval to Operate As a Local 
Exchange Telecommunications Company, Docket No. A-3 10203F002,2/9/95. 
In the Matter of the Bell Telephone Company of Pennsylvania's Petition for An 
Alternative Form of Regulation Under Chapter 30, Docket No. P-00930715, 2/7/94. 
Generic Access Charge Investigation, Docket No. P-830452, 11/3/83,3/21-22/84. 

South Carolina Public Service Commission: 
In re: Application of MCI Telecommunications Corporation for a Certificate of Public 
Convenience and Necessiity, Docket No. 84-18 1 -C, 7/23-24/84. 

Public Utilities Commission of the State of South Dakota: 
In the Matter of the Inquiry into the Competitive Status of Private Line and Special 
Access Services in South Dakota, F-3741; In the Matter of the Inquiry into the 
Competitive Status of Cellular Radio Services, Premise Cable and Inside Wire, Centron 
and Centron-Like Services, and Billings and Collections Services in South Dakota, F- 
3742; In the Matter of the Inquiry into the Competitive Status of MTS, WATS, and New 
Products and Services in South Dakota, F-3743; In the Matter of the Inquiry into the 
Competitive Status of Optional Services in South Dakota, F-3744, 1/16 & 1/19/89. 

Public Service Commission, State of Tennessee: 

, 
South Central Bell Telephone Company v. Southeastern Telecommunications, Inc. and 
Intercall, Inc. TPSC Docket No. U-82-7167 (on resale), 7/3/82 and 7/7/82. 

Public Utilities Commission of Texas: 
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Complaint of Intellicall, h c  Against Private Coin Phone Rates and Practices of South- 
western Bell Telephone Company; Complaint of Advanced Telecom Systems, Inc., 
Against Private Coin Phone Rates and Practices of Southwestern Bell Telephone Com- 
pany; Complaint of Intellicall, et al. Against Private Coin Phone Rates and Practices of 
Southwestern Bell Telephone Company; Application of Southwestern Bell Telephone 
Company to Revise its Private Coin Service Tariff, Docket Nos. 7122, 7123, 7124, 
7 152,6/29-30187 (Deposition - case subsequently settled.) 
In re: Petition of the PUC of Texas for an Inquiry Concerning the Effects of the Modi- 
fied Final Judgment and the Access Charge Order upon Southwestern Bell Telephone 
Company and the Independent Telephone Companies of Texas, Docket No. 5113, 
11/8/83. 
In the Matter of the Petition of Southwestern Bell Telephone Company for Authority to 
Change its Rates, Docket No. 4545, 11/3/82. 

Utah Public Service Commission: 
In the Matter of Restructuring the Utah Intrastate Universal Service Fund Which Was 
Established in Docket No. 89-999-01, Docket No. 93-999-05, November 8, 1994. 
In the Matter of the Request of U S WEST Communications Inc. for an Increase in its 
Rates and Charges, Docket No. 94-049-05,2/1/93. 
In the Matter of the Aplplication of U S West Communications for Approval of an 
Incentive Regulation Plari, Docket No. 90-049-03, and In the Matter of the Investigation 
into the Reasonableness of the Rates and Charges of U S West Communications, 
Docket No. 90-049-06, 3/7/91. 
In the Matter of Mountain States Telephone and Telegraph Company, Case No. 88-049- 
07, 5/24/89. 

Vermont Public Service Board: 
Investigation into NET':; tariff filing re: Open Network Architecture, including the 
unbundling of NET'S network expanded interconnection and intelligent networks, 
Docket No. 5713, 8/31/95. 
Petition of New England'Telephone and Telegraph Company, Docket Nos. 5700 and 
5702, 6/22/94, 7/21/94. 
Investigation of Proposed Second Vermont Telecommunications Agreement, Docket 
No. 5540, 2/14/92. 
Joint Petition of New England Telephone and Telegraph Company and the Vermont De- 
partment of Public Service Requesting Approval of the Vermont Telecommunications 
Agreement of October 14., 1987, Docket No. 5252,5/2-3/88. 

Virginia State Corporation Commission: 
Ex Parte, in re: Investigation to Consider the Impact of Modified Final Judgment in 
United States v. American Telephone & Telegraph Company, Civil Nos. 74-1698 and 
82-0192,552 F. Supp. 131 (D.D.C. 1972) and In the Matter of MTS and WATS Mar- 
ket Structure, FCC Docket No. 78-72 (Feb. 28, 1983) on the Provision of Toll Service 
in Virginia, Case No. PUC830020,9/10-11/86. 
Petition of AT&T Communications of Virginia for Authority to Set Rates and Charges 
Pursuant to 1 of the Code of Virginia, Virginia Case No. PUC 840023,7130-3 1/84. 
Application of MCI Telecommunications of Virginia for a certificate of public conve- 
nience and necessity to provide inter-LATA, inter-exchange telecommunications service 
and to have rates established on competitive factors, Virginia Case No. PUC 840022, 
7/27/84. 
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Washington Utilities and Transportation Commission: - 
Washington Utilities andl Transportation Commission vs. U S West Communications, 
Inc., Docket No. UT-941464. et al, 6/28/95. 
Northwest Payphone Association, et al. v. U S WEST Communications, Inc., Docket 

Washington Utilities and Transportation Commission, Complainant, vs. U. S. West 
Communications, Respondent, Docket Nos. UT-91 1488, UT-91 1490, and UT- 

In the Matter of Pacific Northwest Bell D/B/A U S West Communications Petititon for 
an Alternative Form of Regulation, Docket No. U-89-3245-P, 11-28-89. 
Washington Utilities and Transportation Commission vs. Pacific Northwest Bell Tele- 
phone Company, Docket No. U-87-1083-T, 3-7-88. 
In the Matter of the Petition of AT&T Communications of the Pacific Northwest, Inc. 
for Classification as a Competitive Telecommunications Company, Cause No. U-86- 
113, 4/6/87. 
Washington Utilities and Transportation Commission, Complainant, vs. Pacific North- 
west Bell Telephone Co!mpany, Petitioner and Respondent, Consolidated Cause Nos. 

In the Matter of the Petition of MCI Telecommunications Corporation for Classification 
as a Competitive Teleconnmunications Company, Cause No. U-86-79,9/2-3/86. 
Washington Utilities and Transportation Commission v. Pacific Northwest Bell Tele- 
phone Company et al., Cause No. U-85-23 et al., 4/29/86. 

UT-920174, 2/2/93, 12/13/93. 

920252, 9128-29192, 219193. 

U-86-34, U-86-35, U-86-36, U-86-86, U-86-90, 12/14-17/86, 2/9/87. 

West Virginia Public Service Commission: 

Case No. 83-259-T-SC, 11/1/83. 

Case Nos. 85-259-T-SC, et al., 1/27/86, 2/18/86. 
Case Nos. 85-282-T-GI and 85-022-T-P, 10/29/85. 

Public Service Commission, State of Wisconsin: 
Investigation of Intrastate Interexchange Access Charges and Related IntraLATA and 
InterLATA Compensation Matters, Docket No. 05-R-5, Part C, 2/2/87. 
Investigation of Application of MCI Telecommunications Corporation for Certificate of 
Public Convenience and Necessity to Offer Intrastate Toll Services (Petition for Interim 
InterLATA Authority), Docket No. 3258-NC-1, 10/29/84. 
In the Matter of: Proposed Tariff of Wisconsin Telephone Company for Centrex-CO 
Rate Stability, Docket No. 6720-TR-35, 3/15/83. 

Public Service Commission, State of Wyoming 
In The Matter of the Joint Application of U S West Communications, Inc., and Range 
Telephone Cooperative, lnc., for Authority for U S West to Sell to Range Telephone the 
Following Telephone ]Exchanges, I.E. Gas Hills, Albin, Newcastle, Moorcroft, 
Thermopolis, Kaycee, Jeffrey City, Carpenter, Osage, Upton, Shoshoni, Pine Bluffs, 
Burns, Hulett, Worland, and Midwest, and for a Transfer of Requisite Certificate 
Authority, Docket Nos. 7’0000-TA-93-151 and 70001-TA-93-7,9/28/93. 
In the Matter of a General Inquiry by the Public Service Commission into the 
Telecommunications Needs and Capabilities in Wyoming, General Order No. 67, 
8/12/93. 

’ 
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In the Matter of the Joint Application of U S West Communications, Inc. and Tri 
County Telephone Association, Inc., for Authority for U S West to Sell to Tri County 
the Following Telephonme Exchanges, I.E., Lovell, Meeteetse, Greybull, Frannie and 
Basin, and for a Transfer of Requisite Certificate Authority, Docket No. 70000-TA-93- 
150 and Docket No. 70011 l-TA-93-8,8/12/93; 9/30/93; 10/1/93. 

TESTIMONY - US CONGRElSS 

Before the: . 

. 

. . 

. 

. 

House Judiciary Committee, Subcommittee on Courts, Civil Liberties, and the Admin- 
istration of Justice, 10/27/83, [Economic Impacts of Repeal of the First Sale Doctrine 
for Audio-visual Works] 
Senate Committee on the Judiciary, Subcommittee on Patents, Copyrights and Trade- 
marks, 10/25/83 [Home Taping of Audio and Video Works]. 
Senate Committee on the Judiciary, Subcommittee on Patents, Copyrights and Trade- 
marks, 4/29/83, [Econordc Impacts of repealing the First Sale Doctrine for audio-visual 
Works]. 
House Committee on the Judiciary, Subcommittee on Courts, Civil Liberties and the 
Administration of Justice, 9/22/82, Copyright Aspects of Home Audio Taping]. 
Senate Committee on the Judiciary, 4/21/82, [Copyright Aspects of Home Videotaping]. 
House Committee on tb: Judiciary, Subcommittee on Courts, Civil Liberties and the 
Administration of Justice, 4/13/82, [Copyright Aspects of Home Videotaping]. 
Senate Committee on the Judiciary, 7/23/81, [Monopolization and competition in the 
Telecommunications Industry: Duties of the FCC under S.8981. 
House Committee on Energy and Commerce, Subcommittee on Telecommunications, 
Consumer Protection, and Finance, 5/27/81, [Status of Competition and Deregulation in 
the Telecommunications Industry: Local Distribution]. 
Senate Committee on Government Affairs, Subcommittee on Oversight of Government 
Management, 10/10/79, (FCC Compliance with Executive Order 120441. 
House Committee on 1ntl:rstate and Foreign Commerce, Subcommittee on Communica- 
tions, 6/6/79, [Communbcations Act of 19791. 
Senate Committee on Commerce, Science and Transportation, Subcommittee on Com- 
munications, 6/18/79, [Spectrum Management]. 

TESTIMONY - COURT CASES 

Clear Communications Limited v. Telecom Corporation of New Zealand Limited, et al., 
High Court of New Zeal,and, Wellington Registry, 6/24-26/92,9/11/92. 
United States Football League, et al., v. National Football League, et al., United States 
District Court Southern District of New York, 84 Civ. 7484 (PKL), 6/17-19/86. 
International Telemeter Corporation v. Hamlin International Corporation, U.S. District 
Court - Western District of Washington, No. C76-487,9/9-10/81. 
US. v. AT&T, U.S. District Court for the District of Columbia, Civil Action No. 74- 
1698, 6/19/81. 

TESTIMONY - ARBITRATIONS 

In the Matter of An Arbitration Before the Right Honourable Sir Duncan McMullin 
Between Clear Communications Limited, Plaintiff, and Telecom Corporation of New 
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Zealand Limited, Telecom Auckland Limited, Telecom Central Limited, Telecom 
Wellington Limited and Telecom South Limited, Defendents, 6/24/93. 

ADDITIONAL ASSIGNMENTS, NO FORMAL TESTIMONY 

Consultation with Austel on implementation of a Decision-Making Framework for 
reviewing new proposed tariffs for anticompetitive effects, 5/94-6/94. 
Docket UM 35 1 Before the Public Utility Commission of Oregon, In the Matter of the 
Investigation into the Cost of Providing Telecommunications Services, Participation in 
Workshops on costing (Phase I), 8190-6194; Participation in Workshops on pricing 
(Phase 11). 7/93-10/94. 
Civil Action No. 87-59-WS, General Electric Company, Plaintiff, vs. Thomas J. 
Zuchowski, Defendent; Civil Action No. C-87-249-WS. General Electric Company, 
Plaintiff, vs. R Squared S'can Systems, Inc., Defendent; and Civil Action No. C-90-78- 
WS, General Electric Company, Plaintiff, vs. R Squared Scan Systems, Inc., 
Defendent; participation ifor R Squared Scan Systems, Inc., in preparation for testifying 
on liability of General Electric Company for antitrust abuse of copyrighted software for 
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MR. LONG: I need to find out who is on the line. 

MR. LACKEY: This is Doug Lackey. I'm still 

appearing on behalf of BellSouth, having received no 

offers in the mean while. 

MR. HORTON: This is Doc: Horton and Floyd Self. 

We are still here too. This time I guess in the 904 

docket we've appeared on behalf of LDDS. 

MR. MELSON: I guess that's it, Mark. Is that 

everybody? 

MR. LACKEY: Is that it, just Floyd Self, Doc, 

myself and whoever you've got there in Tallahassee, 

and boctor Cornel1 of course'? 

MR. LACKEY: Can you tell me, Charlie, who is 

in - -  I'm sorry, Mark, who is in Tallahassee? 

MR. MELSON: Rick Melson. 

MR. LACKEY: Melson is it? 

MR. MELSON: And staff. 

MR. LACKEY: Okay. Thank you. 

Whereupon, 

DOCTOR NINA W. CORNELL 

was called as a witness by the Public Service Commission 

staff and was examined and testified as follows: 

L 0(-!4 
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EXAMINATION 

BY MR. LONG: 

Q Doctor Cornell, I just have a couple of questions 

regarding your direct and rebuttal testimony in Docket 

950984. Mr. Lackey touched on them at the end of the 

previous deposition. The first thing I would like to ask 

you is on Page 3 of your direct testimony, I believe it's 

dated November 13th. 

A I have that. 

Q The Florida unbundling direct, you talk about how 

essential unbundled loops are for competition in Florida. 

Could you explain a little more about why they are 

essential to competition? 

A They are essential to competition because, I 

think for two reasons, and maybe two is the wrong number. 

I will add them up and tell me whether I've got the right 

number at the end. 

First of all, there is a possibility that at 

least in some locations loop plant is a natural monopoly, 

and if you do not have unbundled loops, those customers can 

have no competitive provision of anything else because they 

can't get anything but bundled service. 

over time loop plant is not a natural monopoly but that the 

pace of entry would be vastly slower without unbundled 

loops than with them, and you will bring the benefits of 

It may be that 

005 
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competition to consumers in Florida faster if you have 

unbundled loops that have been done technically correctly 

and priced correctly. 

Q And would you suppose that unbundled loops are 

more important to firms that do not have any local loop 

facilities, such as perhaps MCImetro, than they would be to 

firms that do have some local loop facilities, such as a 

cable television company? 

A 

Q Okay. 

A It may turn out that the cable television 

companies are wrong in their assumption that they can in 

fact provide telephony and cable 'IV over the same 

facility. If that turns out to be the case, then they 

too may need unbundled loops. 

they want to provide senices in areas where their cable 

facilities do not go, like downtown business districts 

where most people don't take cable! television in their 

offices, and for that purpose they may need unbundled 

loops. 

they need unbundled loops, but it is not to me beyond the 

realm of possibility that sometime in the future they may 

realize that was a wrong decision. 

Maybe,'and I would like to explain. 

They also may discover that 

I agree at the present they are not behaving as 

Q Could you explain a little bit about how you 

perceive that they are not behaving like they need 
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unbundled loops? 

A Well, in some cases they have posed unbundling 

and resale. 

for it in the cases that I've been involved in. 

They certainly have not been actively pushing 

Q Okay. Given what you have characterized as the 

essential nature of unbundled loops to competition, would 

you support a requirement that all facilities base local 

carriers, LECs, cable TV companies, other ALECs that have 

local loop facilities, offer unbundled loops, or would you 

just propose that the incumbent LEC offer unbundled loops? 

A I would propose that all providers be required to 

provide unbundled loops, but I have one sort of condition 

that I would put on that, and that is, that you should not 

require any entrant to have to make available all of its 

new plant in the form of unbundled loops for others if it 

does not want to. In other words, you want to avoid the 

preemptive buying up of capacity. 

Q Could you explain who might preemptively buy up 

capacity and why? 

A Well, the party that would be most likely to try 

to preemptively buy up capacity is the incumbent. If you 

had somebody who was putting in new plant, say, to -- Let 

me give you an example. 

who successfully convinced a developer of a subdivision or 

the tenant for a new office park going in that that tenant 

Let's suppose that you had an ALEC 

097 
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should, would be better served by Ithe ALEC. The ALEC 

builds out a fiber loop, and then {the tenant sublets space 

to some other firm, and that firm (says, no, I wapt to have 

telephone service from the incumbent, and the incumbent 

goes to the ALEC and says, 1 need all your loops. YOU want 

to prevent that kind of behavior which would then force the 

occupant of the rest of the office park to switch back to 

the incumbent or to switch to the incumbent because there 

would be no more loops for the ALEC. 

What I'm saying is you want to be careful not to 

force an entrant who is trying to come in as a retailer to 

be a wholesaler right from the outset. It may be that that 

is what the entrant will discover it is better at and will 

voluntarily make that shift, but it shouldn't be forced out 

of strategic anticompetitive behavior by the incumbent. 

Q Okay. Going on to Page 7 of your direct 

testimony, you describe there your rationale for pricing 

unbundled elements at total service long-run incremental 

Cost. would you explain to me in detail how BellSouth 

would fail an'imputation test at any other price and 

exactly what a price squeeze is? 

A Price squeeze - -  Let me' do the second first. 

price squeeze occurs in some of the price for the essential 

input, plus the cost of the inpute that can be 

competitively provided are -- is greater than the price 
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charged for the retail end user service. 

Q Okay. Could you provide me an example? 

A Sure. The common one that, you know, we have 

been around with for a long time is toll and switched 

access. If the toll rate is 11 cents, switched access is 

10, and the competitive cost of toll are two, you've got a 

prize squeeze even though switched access is, quote, below, 

unquote, toll. 

Q Okay. So when you say that the rate is 11 cents, 

that is the prevailing market rate as set by the incumbent? 

A That's correct. 

Q And the cost of 10 cents is the switched access 

price the incumbent charges to the long distance carriers 

interconnecting with it? 

A That' s correct. 

Q And the two cents competitive cost is the 

internal cost that the competitor incurs in switching the 

traffic or billing collection or whatever cost he might 

internally have? 

A The t w o  cents is the cost the incumbent has doing 

those things that the competitors also can do for 

themselves, the switching, the billing, the so on, the 

marketing. 

Q I missed that. Could you explain that again, 

what that two cents would be? 
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A I said the two cents was the incumbent's cost of 

those functions that the competitors also self supply, 

namely, switching, marketing, billing, et cetera. 

Q Okay. I guess I'm a little - -  
A Let me try again. 

Q Okay. 

A Toll service consists of a bunch of components. 

There is the use of the local exchange to originate and 

terminate the call. That is switched access also. That 

function is used both by the incumbent local exchange 

carrier's interLATA toll service and by an entrant or an 

interexchange carrier. 

The interexchange carrier has to use the switched 

access of the incumbent. If the incumbent charges 10 cents 

for that, there are other functions in toll service. There 

is some transport. There is some additional switching 

potentially. There is marketing., There is billing and so 

forth, okay? You with me so far? 

Q Yes. 

A If those other functions, the additional 

transport, any additional switching costs two cents for the 

incumbent to perform, where we are looking at economic 

costs now, it's charged 10 cents for switched access, but 

it only charges 11 cents for the end-to-end toll product, 

which is after all the sum of the switched access plus 
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other functions. No equally efficient interexchange 

carrier can compete because they will lose a penny on every 

sale. And as I'm fond of telling people, if you lose a 

penny on every sale, you cannot make it up in volume. 

Q So are you assuming that the two cents the 

incumbent incurs in additional costs, that those costs 

would be equivalent, MCI costs or toll carrier costs, that 

they would incur similar costs as well? 

A I'm saying an equally efficient firm would incur 

Now there may be more efficient firms who only two cents. 

incur one and a half cent, and that is great. 

want is to make the world safe for the equally efficient 

firm; that is, safe from any competitive pricing. 

But what you 

Q Okay. I think I've got what a price squeeze is. 

Could you explain now how BellSouth would fail an 

imputation test at any other price than TSLRIC? 

A If you agree that the loop needs to be paid for 

in its entirety as we discussed - -  I just tried to discuss 
with Mr. Lackey, in this day of unbundling and competitive 

entry, if you take the end user price for residential local 

exchange service, you certainly cannot pass an imputation 

test if you charge more than TSLRIC. 

the fact that your statute, as I understand it, probably 

would not allow you to charge less than TSLRIC; therefore, 

you are at TSLRIC. If you do not pass an imputation test, 

I also am mindful of 

. 01; 
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even so, at the present time, my remedy for that is to fix 

long-term the proper universal service fund. 

Q Okay. By failing an imputation test, are you 

saying that if BellSouth were required to impute as a cost 

the rates it were charging to MCImnetro, that those costs 

would be greater than the rate itls charging to end users? 

A I'm saying the cost for the unbundled components 

plus the rest of the cost for providing residential local 

exchange service would be greater than the price they are 

now charging for residential 1oca:l exchange service. 

Q Okay. And you also stated that BellSouth may 

fail an imputation test at any rate at present? 

A Well, not at any rate obviously, but at any rate 

that covered costs, yes, when you take into account the 

flat-rate residential service. 

Q Okay. Let me qualify that. That given the 

Florida statute, which may not allow it to price below 

TSLRIC, given that, you stated that it may fail - -  you're 
not sure it would pass an imputation test at any rate 

TSLRIC or above? 

A That's correct. 

Q Okay. 

A That is certainly going to be the case in some 

locations. 

Q Okay. I would like to refer to your rebuttal 

012 
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testimony. 

not. You were speaking about this with Mr. Lackey 

earlier. The two concepts that you and Doctor Banerjee 

were debating in your testimony were inverse elasticity 

rule and static and dynamic efficiencies. I'm not an 

economist, and I'm not real familiar with these. I guess 

could you try to walk me first through the inverse 

elasticity rule, how it applies, what it is, and when you 

would use it? 

I'm not sure if you are going to need it or 

A That's a long answer that you are going to have 

to expect now. 

Q That's okay. These are my last two questions, so 

it will make it worth your time. 

A Okay. If you were in a world which only had a 

given amount of demand, demand was not going to grow or 

change and technology was not going to change, and if the 

technology that you were using is such that pricing at 

marginal cost, even long-run marginal cost, do not recover 

the total cost of the efficient firm, and if you only had 

one firm in the market, then it is argued that the 

efficient way to price so that you continue to recover the 

total cost of this monopoly efficient firm is take marginal 

cost, figure out how much more than the sum of marginal 

cost times quantity you need to recover and then mark up 

price inversely; that is, you would mark up much more the 
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price of services that are inelastic in demand than you 

would mark up the price of services that are elastic in 

demand. The reason this is viewed as efficient is that it 

is the pricing mechanism that has the least effect, total 

quantity of output that is purchased. Remember if you 

raise price, people buy less, generally speaking. 

The problem with this rule is both theoretical 

and practical. This rule is theoretically correct only in 

a static'world, only if it's applied to end user services, 

retail services, not to intermediate products that are 

bought to be part of a production process, and it's only 

accurate if you are working off of what is known as market 

elasticity of demand, which the firm can only know if the 

firm is in fact a monopoly. And indeed, it was originally 

proposed as the optimal way to pay for water when water was 

owned by a municipal authority and it was basically being 

taxed. It's in the taxation literature more than anywhere 

else. 

None of those conditions apply in the world that 

BellSouth inhabits, and none of them apply to the way 

Doctor Banerjee wanted to use the rule. Telecommunications 

is clearly an industry in which bath demand and technology 

are changing. 

BellSouth today is firm elasticity of demand and not market 

elasticity of demand. Finally, arid most importantly, 

Any elasticity information available to 
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Doctor Banerjee wanted to apply it to interconnection which 

is abso - -  intermediate good. It is an input needed to 

produce the final output. 

I attack his advocacy of that rule on theoretical 

grounds. There are also practical problems. BellSouth 

does not know elasticity of demand information for every 

product it sells. 

marginal cost, not incremental cost, which is the kind of 

cost information BellSouth has. Finally, if you really 

were to use it, it would be hideously anticompetitive and, 

indeed, you could not both apply it and any version of 

imputation at the same time. 

It also is supposed to work off of 

If you have not gathered from that - -  I think 

you asked me when would I use it. The answer is never. 

Q Okay. Let me go back over some of the terms you 
\. 

were using to make sure that I understand and maybe get 

some additional definitions from them. Your last, one of 

your last comments first, that BellSouth should be using 

marginal costs and not incremental costs. Are you saying 

that using the inverse elasticity rule marginal cost is the 

only relevant cost you should use? 

A Well, if you were going to have your use of the 

inverse elasticity rule meet the economic theory that 

claims it's efficient, you would have to be using marginal 

cost. 

015 
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Q And Bell - -  
A However, you run a severe risk of having cross 

subsidies built into your pricing structure. Marginal cost 

will not - -  if telecommunication costs are the way the 
companies claim they are, marginal cost times quantity will 

not recover total service long-run incremental costs, which 

are what you must recover to avoid a cross subsidy. 

Q And that is perhaps one of the reasons why 

BellSouth uses incremental costs and not marginal costs? 

A Well, marginal costs are very hard to measure, 

particularly in telephony, and so incremental costs have 

always been used in order to pick up some of the capital 

costs as part of it because, literally speaking, an 

additional unit of output is not going to cause any 

placement of new capacity. A unit of output is so small, 

minute of use, a millisecond of use, whatever it is you are 

looking at as the marginal one unit, it's so small that you 

cannot stop what it does to capital cost, which is why Bell 

companies have always done increme:ntal cost studies with 

about a 10-percent difference. 

What I'm saying is slightly different because I 

do not know if BellSouth has finally moved to TSLRIC, which 

is what the world seems to be moving to quite correct. 

TSLRIC, which is the standard that: you judge cross subsidy 

by is definitely bigger than marginal cost, both because 
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there are economies of scale that are fed into marginal 

cost and look as if the last unit caused them all and 

because there are volume insensitive costs that get 

factored into TSLRIC that do not get factored into marginal 

cost. If you have a circumstance where you take the 

marginal cost, the product in question is very elastic, you 

do not mark it up by very much in the inverse elasticity 

rule if that price is below the price necessary to recover 

the TSLRIC of the product, so the product would be 

subsidized. 

Q Okay. Also you mentioned that the inverse 

elasticity rule would only apply if you were using it for 

retail services and not intermediate services which I 

assume are like wholesale inputs for other companies or 

something of that nature, and could you explain why this 

would be so? 

A That comes out of the optimal taxation 

literature, which is that the optimal taxes are always 

assessed on final consumers and not intermediate products. 

Because if you assess them on intermediate products, you 

begin to have a spiral build up of costs as the next line 

up, so to speak, in the production process. You have to 

now recover enough to pay those taxes plus anything else 

that they add on, and there is a multiplier effect. 

Technically speaking, business local exchange service is 
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also an intermediate good. 

Q And why is this so? 

A Because businesses use local exchange service as 

inputs into whatever it is the burliness does. As a result, 

technically speaking, if you were really going to be strict 

to Ramsey pricing, you would not include business local 

exchange or business toll in the calculation of Ramsey 

prices either. 

Q And is the inverse elasticity rule and Ramsey 

pricing the same thing? 

A Yes. 

Q Could you - -  also you differentiated between 
market elasticity of demand and firm elasticity of demand. 

I know this is rather basic, but oould you explain the 

difference between those two? 

A Sure. Market elasticity of demand looks at all 

purchases across all suppliers to see what is the 

responsiveness of quantity changetr in price. 

elasticity of demand on the other hand looks only at what 

the firm perceives to be the response of consumers to a 

change in its price holding the prices of other suppliers 

constant. 

Firm 

Let me give you a very concrete example. It is 

widely believed from marketing studies that the demand for 

fresh milk is quite inelastic in demand. For any given 
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grocery store, a reduction in price of fresh milk can bring 

an enormous shift in the quantity of milk bought from that 

grocery store unless other grocery stores match the price 

change immediately. 

Q And the same for an increase in price? 

A That's right. You'd see a decrease in purchases 

from that store. 

Q But if the price is increased or decreased in all 

stores, the demand would stay relatively the same? 

A Exactly, and what that tells you is that for this 

firm, the demand for fresh milk looks elastic. For the 

market as a whole, it is inelastic. And it is very 

important to note the reason the demand for the grocery 

store in a big city looks elastic is precisely the presence 

of competition. I 

Q So if you were analyzing elasticity of demand, if 

you found that there was a market elasticity of demand was 

very low but yet the firm elasticity of demand for any one 

firm in that market was high, that would be one indication 

of a competitive market? 

A It certainly would be one thing that would tell 

you there probably is competition in that market. That's 

not the way economists normally measure how competitive a 

market is. But yes, that would tell you that likely is the 

case, that there is competition there. 
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Q Okay. Let me see if I have any grasp for this 

inverse elasticity rule. Say I'm a monopoly company that 

has a monopoly on electricity and kerosene, and I provide 

both of those products. Kerosene seems to be a fairly 

elastic service, and that if I increase my price - -  even 
though I'm a monopoly, if I increase my prices a lot, 

people will stop buying kerosene. 

If I increase my price, they still. must buy electricity. 

If I'm not recovering my total cost of the firm and I have 

to increase prices somewhere, the inverse elasticity rule 

would tell me I need to raise prices of electricity and not 

kerosene? 

But electricity is not. 

A Almost but not quite. 

Q Okay. 

A You need to increase the price of electricity a 

lot and the price of kerosene only a little. 

.Q Okay. 

A No product is exempt from some price increase 

under proper application of the inverse elasticity rule, 

but because the demand for kerosene seems very elastic, it 

would only get a very small price increase whereas the 

electricity would get a big one. 

Q Okay. Thanks. 

Last is the difference between static and dynamic 

efficiencies. I guess could you explain what they are and 
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why they are different? 

A The difference between them is the assumption 

about both the quantity of demand and the technology. 

Static efficiency assumes there is no change in demand 

other than changes induced by changes in price and no 

change in the method by which you produce the output, no 

change in technology. 

Dynamic efficiency on the other hand is concerned 

with having the path of technological change or the path of 

satisfying exogenously changing demand; that is, demand 

that is changing not because of a change in price, in the 

most efficient manner possible. 

Those are very, very different concepts. Most of 

what you will see economists write up about efficiency is 

all based on analysis from static economic efficiency. 

one of the things that I'm trying to say here is, hey, 

guys, this isn't a static industry at all. 

be applying rules that mostly, only come with efficiency 

benefits in a static sense. 

And 

You should not 

Q Could you give me some examples of industries 

where static efficiencies would be appropriate? 

A Static efficiency is probably more appropriate in 

book publishing. 

Q 
A Book publishing maybe. We are right now at a 

Could you repeat that please? 
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time when we are going through a lot of dynamic changes as 

the computer revolution works through all kinds of other 

industries. I'll have to think of something that isn't 

affected by adding computers into the mix, standard house 

construction, although even there some materials are 

changing. The way houses are built is not changing very 

much now from the past. Most likely water distribution. 

Q So is it safe to assume that the preponderance of 

industries, including telecommunications, are undergoing 

significant enough changes over time that dynamic 

efficiencies are really the only ones worth measuring? 

A I don't know that you can measure them very 

easily in advance. You'll only see it ex-post, so to 

speak, but I would say that more than many other 

industries. I was really trying to be very precise in 

giving you industries that really genuinely were static. 

think you make a lot more mileage looking at a lot of the 

big manufacturing firms and using static efficiency 

concepts there than do you in telecommunication. 

you'll get some very wrong answers1 as to what is good 

public policy in telecommunications that, as I say, you 

might not in big manufacturing firms producing detergent or 

soap or things like that by using public policy precepts 

that come from static efficiency concerns. 

I 

I think 

Q Does the length of time you are looking at also 
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have a determination, say, in the production of soap, if 

you are looking at in five years the production of soap may 

not change significantly, but in 50 years there might be 

large technological advances in manufacturing processes? 

That is part of why I'm saying what I'm saying. 

You can expect some significant changes in technological 

schemes of producing telecommunication services in five to 

ten years. 

A 

I'm not sure you can in soap. 

Q Okay. That's all I have. 

MR. LONG: Thank you for the free lesson. 

THE WITNESS: You're welcome. 

MR. LACKEY: This is Doug Lackey. Am I next? 

MR. LONG: Yes. 

MR. MELSON: Yes. sir. 

EXAMINATION 

BY MR. LACKEY: 

Q Doctor Cornell, I have several questions, and I 

will try to keep it all to under a half an hour as I said I 

would. 

The first thing I want to do is follow up on some 

questions that you were just asked. 

said you thought that generally TSLRIC, the TSLRIC would be 

larger than marginal cost. 

I wrote down that you 

Did I get that right? 

A Yes. 

Q Do you subscribe to the notion that the telephone 
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industry is a declining cost business? 

A Yes, in the way I use that term. 

Q Well, then I guess I'm going to have to ask you 

how you use that term. 

A There are two ways to use the term. The way that 

I was saying yes very definitely to is that the costs 

today, producing a given quantity of output, are definitely 

less using today's technology than that same quantity would 

have cost to produce using yesterday's technology. So the 

pace of technological change is dropping costs per-unit 

cost. There is also a sense that that term gets used, 

which is that the cost per unit of producing, say, quantity 

x on a per-unit basis is higher than the cost per unit of 

producing 2X. That latter one I do not know. That to me 

is an empirical question. Lots of the cost that I see 

produced by local exchange companies are linear. This does 

not suggest much less costly per unit than X. 

Q All right. In making your earlier statement 

using your definition of declining cost. you talked about 

technological change. 

switching is declining on a per-unit basis for instance? 

By that do you mean the cost of 

A Yes. 

Q All right. What about the cost of labor, is it 

increasing or decreasing? 

A That is a question that depends upon both the 
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movement of labor rates and productivity. In some places 

it's probably increasing and in some places probably 

decreasing. 

Q So on balance for Florida, you don't know? 

A I don't know a balance. As I say, there are 

probably some types of labor for which costs are increasing 

and some types of labor for which it's decreasing. I don't 

know for BellSouth overall as a whole. 

Q How about the cost of running a local loop, is it 

increasing or decreasing in your opinion? 

A Running a local loop? 

Q Yeah, running a local loop from the central 

office to a subscriber's house. 

A Installing one? 

Q Yeah. 

A I would say over time it is now beginning to 

decrease with some of the technologies, particularly for 

feeder plant. 

Q Does that mean that in the past it's been 

increasing? 

A While the technology stayed stagnant and labor 

costs probably went up, it was increasing to lay end to end 

copper. With fiber and concentration techniques, I'm no 

longer convinced that is the case, and indeed some people 

at U.S. West have said I'm correct in that, that the cost 
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is now beginning to come down from what it would have been 

ten years ago. 

Q Okay. Do you have any idea what the average cost 

of installing a loop from a central office to a house would 

be today in Florida? 

A I haven't looked at that: kind of cost 

information. 

Q Back to the marginal cogit question again. I take 

it from your earlier answer, that you said that most Bell 

companies produce incremental cost: studies and not marginal 

cost studies; is that correct? 

A That's correct. I only know of two Bell 

operating companies who even claim to have produced 

marginal cost studiesc 

Q ,,And by the use of the word "claim," does that 

mean you disagree with what they produced or disagree that 

what they produced was marginal cost? 

I disagree that what they produced was marginal A 

cost. 

Q Do you know of any telephone company outside of 

the Bell system, any local exchange company I should say 

that uses marginal -- or produces marginal cost studies? 
A No. most of them don't want to produce cost 

studies at all. 

Q Okay. So from your perspective -- for instance, 
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it wouldn't surprise you if BellSouth had no marginal cost 

studies? 

A NO, it Wouldn't. 

Q Okay. Now I want to explore this issue just a 

little bit more with you on the price elasticity that we 

were talking about. 

that is a local exchange company and the only service it 

provides is literally local exchange service. 

Let's assume that we've got a firm 

A Okay. 

Q No toll, no access, no nothing, just local 

exchange service, and it does so by providing local loops 

to end users, switching the local loops, hauling the calls 

between central offices and terminating the calls, just a 

basic connectivity for local calls. 

competitor comes in, an ALEC, and wants to buy on an 

unbundled basis pieces of that network. If I understand 

you correctly for the local loop -- 
local loop first. 

to buy the local loop at TSLRIC? 

Then let's assume a 

k. 

Let's talk about the 

You think that the ALECs should be able 

A Yes. 

Q Okay. And if I understand what you're saying 

Well, about the price elasticity or the not applying - -  
I'm sorry, I got myself confused. 

You were saying that you didn't use the 

elasticity analysis for intermediate goods; is that right, 
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goods and services? 

A Let's be very clear, Mr. Lackey. I do not 

believe in using Ramsey pricing under any circumstances in 

a dynamic industry. 

pricing in telephony because you don't have the data to do 

it correctly. In any event, if you did, you would not have 

the efficiency properties claimed for it if you included 

intermediate goods in its application. 

I do not think you could use Ramsey 

Q All right. In any event, you believe that you 

cannot mark up the intermediary functions I've described 

here, the local loop, but that the price should be TSLRIC 

when it is sold to an ALEC? 

A I believe the price should be TSLRIC. Obviously 

in the use of the word "can," it is possible to mark it up. 

I think it is bad public policy and inefficient to do so. 

Q All right. Now in that situation, then that 

means that all true joint and cornion costs of the LEC have 

to be recovered from its retail local exchange services; 

is that correct? 

A Correct. 

Q All right. And what you. would have then is a 

situation where the purchaser of the local loop at TSLRIC, 

makes no contribution at all to the joint and common 

overheads incurred by the local exchange company? 

A Correct. It makes contribution to its own. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

is 

19 

20 

21 

22 

23 

24 

25 

Q All right. Now can you think of any other 

product, or can you give me four or five examples of other 

products that are intermediate products where the purchaser 

of the intermediate product doesn't make any contribution 

to the selling firm's joint and common overheads? 

A Right off my head, what I would have to think of 

You see this is not just is examples of essential inputs. 

like a product. The reason we are in this is because it is 

an essential product. I have not made the argument that 

all intermediate goods should have no markup even though in 

fact the optimal taxation literature that is what they say. 

What I'm saying is you should not do it for any essential 

product. 

Q In my example would a local loop be an essential 

product and not subject to any markup? 

A But I would not say the same, for example, of an 

unbundled port. 

Q So you believe that an unbundled port could be 

marked up above the total service incremental, long-run 

incremental cost? 

A I do. 

Q How about the transport between two Cos for the 

transport of a local call, could it be marked up? 

A Yes, if - -  and my if is the following - -  
collocation is not marked up and if other firms can share 
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collocation space, that is, if - -  Let me be very concrete 

just so that everybody understands. 

collocation space and trunking that runs out of it from 

central office A of BellSouth, they can resell that 

capacity to MCI or somebody else, that you have a market, a 

competitive market for interoffice transport, then I have 

no problem with interoffice transplort being marked up. 

Q Let's explore that for just a moment. Let's 

If MFS has a 

assume that MCImetro provides its own local loop between 

the customer and, say, a LEC CO where MCImetro is 

collocated, okay? If I understandl correctly, MCI would 

carry the call over its facility from the customer to MCI's 

facility, MCImetro's facility that is collocated with the 

LEC, and then MCI would hand the call off to the LEC's 

switch for subsequent transport tci the called party. 

that form of connectivity make sense to you? 

Does 

A Well, no, not really bec'ause if MCI is providing 

its own local loop, I don't think it would take it to a 

collocation space in a LEC's central office, that is one of 

my problems I'm having following what you're saying. 

Q All right. Well, let's assume it differently 

then. Let's assume that they buy the LEC's - -  MCImetro 
buys the LEC's local loop from the customer to the central 

office where MCImetro has been collocated. Does that 

portray a more realistic situation you think? 
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A Yes. 

Q And would MCI have its own switch in that 

collocated facility, or would it just be some kind of an 

apparatus or equipment that would be used to transfer the 

call to the LEC's switch? 

A I don't think it would be - -  The example you 

are using I think is not the way it would work, and I would 

like to explain why. 

Q ' Please. 

A I think if MCImetro is collocated in a LEC's 

central office it would be because it had purchased 

unbundled loops, which is to take those unbundled loops on 

past the LEC's central office to its own switch in order to 

provide dial tone. Dial tone itself comes from the switch, 

and so it would have a collocation space in which it would 

have - -  if this is really going to work, it would have to 
have concentration equipment because that is the most 

efficient way to get those loops from the central office of 

the incumbent to the switch of MCImetro. Then there would 

be transport from which those concentrated loops would be 

put, and if MCImetro also had transport equipment there and 

transport itself between there and its own network, then it 

would supply the transport. 

was it would want -- for me to say that interoffice 
transport is competitive, MCImetro should be able not to 

But what I was saying earlier 
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have the collocation space but to :have its concentrator in 

MFS's, let's say, 'collocation spacle in that same central 

office that we were discussing in order to put the 

concentrated loops of MCImetro onto MFS's transport. At 

that point transport itself becomeis competitive, that is, 

assuming the collocation rates are at TSLRIC and no higher. 

Q Okay. If I understood w:hat you just said, let's 

assume a BellSouth central office ,and located in that 

central office is a facility belonging to MCImetro and a 

facility belonging to MFS, and what I think you said was if 

calls come in to MCImetro there, ais long as MCImetro has 

the option of either transporting the calls itself to its 

own end office or purchasing transport from MFS or 

purchasing transport from BellSout:h, then you wouldn't 

object to a markup for the transpo:rt cost offered by 

BellSouth. 

A With one correction to w:hat you said, which was 

that MCImetro would not have to have its own collocation 

facility in that central office. 

competitive, MCImetro should be able to come in with its 

routes and either use MFS or BellS(outh in your example; 

other wise, it is constrained to u,se BellSouth and 

transport is not competitive. 

:For transport to be truly 

Q Okay. Let me see if I cman straighten out my 

example then. Under the way you smee it, MCImetro should be 
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able to purchase unbundled local loops from BellSouth, and 

if those local loops - -  those local loops can be terminated 
at BellSouth's switch and then transported to MCImetro, or 

those loops can then be transferred to a collocated MFS 

facility and MFS can transport those. That's the situation 

where you would say there was competitive transport? 

A No, sorry to be so precise, Doug. You don't - -  
excuse me, Mr. Lackey. You don't connect the loops that 

are going to be unbundled loops used by MCI to BellSouth's 

switch. You connect them either to BellSouth transport or 

to MFS transport. In either case, for this to be economic, 

you have to do it with concentration at the central office, 

taking place at the central office. 

Q Let's see if this clarifies it. What you are 

talking about is cross-strapping the loop to transport 

without any intermediary switching function in your 

examples ? 

A That is correct. No intermediary switching, but 

it is really like connecting it to the beginning of a 

feeder plant. . 

Q All right. I'm thinking. I'm still here. Okay, 

and those circumstances where there are alternatives, you 

wouldn't mind a markup because presumably if the markup was 

too great you would simply move to the competitor's 

facilities, okay. All right. 
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I'm looking through my questions. I'll be back 

with you in just a second. 

I want to talk to you a little bit about the 

imputation test that you were describing earlier. I want 

to lay out two different scenarios and see if you think 

what I've laid out represents the same scenario or 

different scenarios, and let's use access and toll as my 

example. 

A Okay. 

Q Would you agree that - -  I guess I need some 

preliminary facts. 

LEC the switched access network and the toll network are 

the same? 

Would you agree that generally for an 

A I believe they either are or should be. Not all 

local exchange carriers have said they are. 

Q Okay. Now when you have toll competition and the 

competitor is required to buy access because there is 

nothing else available from the local exchange company, you 

think that the retail price of access that the competitor 

pays should be added to the incremental cost providing the 

LEC'S toll service and that ought to be the imputation 

standard? 

A No. 

Q 

A No. 

Did I get that right? 
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Q All right. Tell me what you think it should be 

using the scenario I've laid out for you. 

A There are two sets of toll costs that we need to 

talk about, LEC's toll. One is the cost of the switch 

accessed function, which is using the local exchange to 

originate and terminate the toll call. The other is all 

the other costs of toll. And for convenience, if you don't 

mind, I would like to call it the access cost and the 

non-access cost which together make up toll costs. 

Now what I said - -  The proper imputation 

standard, and I do disagree with Doctor Banerjee on this, 

is the price charged for the access function through other 

carriers, plus the non-access cost of the incumbent must be 

no higher than the incumbent's price. 

Q Okay. 

A It can be below that, but it cannot be above 

that. 

Q A l l  right. And I just want to make sure I 

understand the details of it. Let's assume that a call 

originates with Customer A and Customer A has 

pre-subscribed to MCI, let's say. and the call leaves 

originating customer, hits the local company's switch, is 

then taken to MCI's, pop, travels off into the world. The 

local company charges MCI access for that originating call, 

correct? 
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A Correct. 

Q And it's supposed to recover, I don't know, the 

cost of switching the call to central office and whatever 

access includes? 

A Right. 

Q Now let's assume that the customer makes the same 

call except it's a toll call handled by the local exchange 

company, all originates with the customer, hits that first 

switch and then goes off into the toll network. 

A Right. 

Q There are at least some common elements of cost 

in both of those calls, correct? 

A Correct. 

Q So when you say you take the retail access or the 

access charge charged to MCI in my example and add to it to 

the non-access cost of toll, you are not suggesting that 

the cost of that original switch be included more than once 

in the imputation price, are you? 

A That's the point. That was why I did the 

correction of what you said. The way you had said it 

originally you would have included a double count of the 

cost of the original at the switch. 

Q Okay. Another way to look at this then, wouldn't 

it - -  Wouldn't another way to look at this, be that you 

would take the total cost of the toll call and add to it 
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the lost contribution from the access call, wouldn't it 

bring you back to the same number? 

A No. 

Q Well, if you included the cost of the local loop 

and the switching that would otherwise be included in 

access, if you included those costs in the cost of the toll 

call and simply added the lost contribution from the access 

back to it, why wouldn't it equal the same number? 

A 

says it's the same cost to provide switched access as to 

provide the switched access component of their own 

intraLATA toll service. 

- I have yet to see a local exchange company that 

Q Well, I thought you said that they ought to be 

the same. 

A I said they ought to be, but the cost studies 

that appear do not make them the same, do not show them to 

be the same. 

There are some aspects of switched access that 

make it clear they wouldn't be the same partly because of 

things the local exchange carriers have insisted upon, like 

entrant facilities instead of having initially allowed 

collocation. 

cost to provide switched access appears higher than the 

cost of switched access used to provide toll. 

So you have a whole series of reasons why the 

The very reason I oppose Doctor Banerjee's lost 



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 

e 

30 

contribution PIUS incremental cost of to11 is because that 

forces those costs onto - -  either exchange carriers, and 
it's anticompetitive and creates an incentive for the local 

exchange carrier to keep on finding new ways to make 

switched access more costly to provide than the same 

functions provided as a part of their own toll service. 

Q Well, let's break that down then. If the cost 

should be the same, which is one of the things I think you 

suggested they are, then the imputation test either as I 

described it or as you described it should bring you to the 

same result in that theoretical case, shouldn't it? 

A In the theoretical case it should. 

Q Okay. Now let's take the - -  
A In practice it never does. 

Let's take the next step. Let's assume that 

there are actually more costs in providing access than 

there are in providing the toll call; that is, the access 

costs incurred are actually higher than the LEC would incur 

for providing a toll call. In that circumstance, wouldn't 

imputing the retail cost of access1 plus the additional cost 

of toll generate too high a figure!? 

Q \  

A No, and I would like to explain why. 

Q Okay. 

A What you want is the benefits of competition. By 

definition, in this discussion, there is no poosibility of 
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competition for the switched access portion of the call. 

Q Okay. 

A The only way you can have the benefits of 

competition is if parts that can be provided competitively 

compete with the part that can be provided competitively; 

that is, the part that can be provided competitively by an 

interexchange carrier competes against the very same 

portion of the LEC's provided toll call. You do not get 

that event unless you impute the price of switched access, 

not the cost of toll plus lost contribution. Even if it is 

more expensive, and I would like to hang a big caveat on 

that, acceptance of that hypothetical, even if it were more 

expensive, I should say, to provide switched access in the 

most efficient way to an interexchange carrier than to the 

LEC, if ypu want the benefits of toll competition, you have 

to nonetheless do imputation the way I said. 

The second piece that I wish -- the big caveat 
is, I don't see any evidence that switched access was 

provided in the most efficient way to interexchange 

carriers. 

to use my imputation standard is to take away some of the 

incentive to make the cost of switched access more costly 

than necessary solely to be anticompetitive. 

And the result is that a second reason you want 

Q Well, let's pursue that. Let's assume just for 

the sake of these questions that €or some reason providing 
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access does cost more than the cost the LEC would incur in 

providing a toll call, and it may seem inappropriate to 

you, but let's just assume that so I can understand the 

principle here. In your understanding that in that 

situation as the imputation test, the LEC should still be 

required to impute the retail price of access plus its 

non-access cost to tolls, and that. that raises the cost and 

therefore the price above what it should otherwise be for 

the LEC? 

A I don't know what you mean about above what it 

otherwise should be. How - -  
Q Well, let's use numbers then. Let's assume that 

the real cost of access is five cents a minute. 

A Can I finish what I was saying before you start 

up again? 

Q Oh, I thought you said you didn't - -  well, go 
ahead. 

A I then went on to say I didn't know what you 

meant by this, but what I was talking about was what a 

price floor should be. 

Q Okay. Like I said, I'm trying to get the 

principle in hand. Let's assume - -  are you through, I ' m  

sorry, ma'am? Doctor Cornell? 

A You go ahead. 

Q All right. Let's assum'e that the actual cost 
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that we can agree upon for access is a nickel a minute, and 

let's assume that the actual cost of a toll call is four 

cents a minute, okay? However improbable you find that, 

let's just set up that scenario so we can see the 

difference. 

A Okay. 

Q Under your - -  And let's assume that the LEC is 

charging four and a half cents for the toll call making a 

half a cent above its cost, okay? As you would apply the 

imputation rule, you would require the LEC to impute five 

cents into its rate which means it would have to charge 

more than it was presently charging for toll in order to 

meet the imputation standards you offer? 

A That's correct. The hypothetical you've given me 

is blatantly anticompetitive. 

Q Well, it's only anticompetitive if the costs are 

stated incorrectly, isn't it? 

A No. It's blatantly anticompetitive to charge 

your rival more for part of the senrice that is an 

essential input for that rival than you charge for the end 

user service in its entirety. 

Q Even if it's fully cost justified? 

A If what you want to do is to have competition for 

the portion of the cost included in the four cents, that 

are the non-access part of the costs. 
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Q Well, if I had the cost right, under your 

imputation standard, your version of competition would be 

more carriers, but the price would be higher than what the 

LEC was charging. 

A Well, my problem is I haive not accepted your 

hypothetical as having any relevance to the real world, 

that is to say that these costs would look like this in the 

real world, they don't. 

Q Have you examined any BetllSouth cost studies in 

Florida? 

A I haven't examined - -  Yes, in the past, but not 

recently, but I have examined Bell's operating company cost 

studies across the country, and thiey do not look like this. 

Q Well, do you recall earlier you couldn't recall 

what the BellSouth cost studies looked like, could you? 

A I said I haven't looked at any recently, but I 

can tell you this is not an accurate depiction of the 

relative cost of switched access and of toll. 

Q In Florida? 

A Anywhere. You cannot get to this result, 

Mr. Lackey, once you take into account marketing costs, you 

cannot. 

Q Once you take into account marketing costs? 

A Marketing costs are a cast of toll. You do not 

market switched access. 

042 
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Q Does BellSouth market toll? 

A If it wants to -- In a competitive market, it is 

going to market toll, yes. If it wants to provide toll in 

a competitive market, yes. 

Q Well, wouldn't you expect that the marketing cost 

of BellSouth and the competitors would be - -  well, either 
relatively the same or alternatively a matter of choice 

among the providers? 

A . Yes, but you weren't comparing the cost of toll 

to BellSouth and the cost of toll to MCI or a competitor. 

You were comparing the cost of switched access provided by 

BellSouth and the cost of toll provided by BellSouth. 

I said is you cannot get this cost relationship when you 

properly take into account all of the costs of toll. 

What 

Q Now you want BellSouth to provide the local loop 

at the total service long-run incremental cost, correct? 

A Yes. 

Q Should anybody be able to build a local loop at 

that same total service long-run incremental cost? 

A I genuinely do not understand your question. 

What do you mean should anybody be able to build it? 

Q If MCI -- Doesn't total service long-run 

incremental cost develop the cost of putting in or 

installing a local loop? 

A Total service long-run incremental cost takes 
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into account the cost of the entire quantity of loop, and 

it may be as I said way back when, either this or the 

earlier deposition, that in some locations, local loops may 

be a natural monopoly. That means only one firm can 

profitably call local loops. 

Q All right. Let's parse it down that way then. 

In those areas where local loops are not a natural 

monopoly, that is, it's not cost prohibitive to build out a 

second loop, would those be the areas where you'd generally 

find high concentrations of customers, urban areas? 

A At least some urban areas. 

Q Okay. Not all urban areas, and some rural areas 

I suppose would be the high-cost areas? 

A Some urban areas may be high-cost areas because 

of congestion cost. 

Q Okay. In an urban area that is not a high-cost 

area, is the LEC's local loop still an essential facility? 

A Maybe in parts of that urban area. 

Q Well, in the parts that are high cost? 

A Yes.'  I'm trying to think of how to explain this 

To say that you can build it in an urban area may to you. 

not be a correct statement because you may have 

incorporated too much geography in that area where loops 

may or may not be a natural monopoly. 

Q Does the ALEC get to purchase the unbundled local 

044  
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loop irrespective of whether the individual loop being 

purchased is in a high-cost area or a low-cost area? 

A If I had my druthers, we would have a D-averaged 

loop rate. 

high-cost loops being purchased at average loop cost. 

You wouldn't be having the situation of 

Q In that situation the ALEC could simply choose 

whether to buy the unbundled local loop if the cost were 

the right price, correct? 

A You lost me. I'm sorry, I didn't understand the 

question. 

Q Well, I thought you said that if you had your 

druthers you would break the access lines down into 

D-averaged cost, and I presume that you would charge a 

higher cost for the access line in a high-cost area, lower 

cost for the access line in a low-cost area? 

A That's correct. 

Q And then the ALEC would be able to come in and 

make its choice about what areas they wanted to serve and 

what access lines it wanted to purchase based on the real 

cost of those 'access lines? 

A That's correct. 

Q 

price the - -  
the D-average cost of the access line? 

And I presume by the same token then you would 

Would you price the end user service based on 

A Business, yes. For residence, no. 
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Q Why do you differentiate? 

A Universal service reasoni3. I would have a 

D-averaged universal service fund that would make up the 

difference. 

Q Just a couple more quest.ions. I want to talk 

about the run between an end office and an ALEC's switch, 

if you will, Southern Bell end office and MCImetro switch 

if I can call it that. Is it the sun between those two 

offices where you need a loop conoentrator? 

A You need the loop concentrator at the central 

office of BellSouth and transport carry the now 

concentrated loops between the BellSouth central office and 

the MCI network. 

Q Could you have loop concentration at the 

BellSouth office and have someone else transport the calls 

between BellSouth's office and MCImetro's office? 

A Ideally, yes. If MFS already had a plant there, 

the most efficient is to allow MCI to choose - -  excuse me, 
MFS and BellSouth to compete to be the transporter once 

those loops are concentrated. 

Q Do IXEs currently have facilities that run 

between end offices and the IXE's switch? 

A uo . 
Q And do they have the eanue concentration issue, 

the local calls are concentrated in the local exchange 
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company switch and then pass down a pipe of some sort to 

the IXE's switch? 

A In the case of toll traffic it is actually the 

switch that performs the concentration function so that 

what comes out of the local exchange company switch onto 

whatever facilities end up going to an interexchange 

carrier, traffic has already been concentrated and trunked. 

Q All right. In this case are you talking about a 

concentration that happens outside the switch? 

A Yes, what you are now seeing is that feeder 

plant. 

of multiplexing but is actually a concentrating so that 

there are not dedicated channels between, once you get up 

on feeder, between the end user and the switch. 

The most modern feeder plant is not really a kind 

Q Okay. So you are talking about a concentration 

that occurs before the calls get to the LEC switch? 

A Yes. 

Q And when you are talking about wanting unbundled 

loop concentration, you are talking about that loop 

concentration between the end users and the LEC's central 

off ice? 

A Well, in a sense. Let me take you back. The 

modern provisioning of loop plant, you have distribution 

plant and feeder plant. Every modern feeder plant is no 

longer just, as I understand it talking to engineers, 

.. 
I 
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dedicated paths in the feeder although not a dedicated 

physical path. 

it's like deriving 12 channels out of one or two copper 

wire pair. 

I don't know how to explain - -  you know, 

Q I actually understand. 

A Panel is dedicated even though it is not a full 

dedicated copper wire pair. What is going on now with 

feeder, as I understand it, is that you actually get time 

division multiplexing which means that there is not even a 

dedicated channel feeder plant. What we are saying is that 

in essence for an unbundled loop t:o be efficient you want 

to - -  where it comes, using an unbundled loop of BellSouth, 
comes into the central office of WellSouth just the way it 

always has, and then goes essentially into a second feeder 

configuration to go all the way back to the switch of the 

entrant. But it would now have distribution, feeder, 

feeder as opposed to distribution, feeder, and then trying 

to put it into an old fashioned multiplexing arrangement. 

Q I think I understand the loop concentrator 

outside the central office. 

loop concentration function in tho central office has to be 

unbundled as well? 

A Yes. 

Q 

Are you also saying that the 

So you've actually got :Loop concentrations 

outside the switch and inside the switch that you want to 
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have unbundled? 

A Not inside the switch, Mr. Lackey, inside the 

central office. The very same plant that provides the 

concentration when you go from distribution to feeder, is a 

plant that needs to be reinstalled inside the central 

office for an entrant to concentrate those loops that are 

unbundled to it for it -- to its central office. That is 

why I said what you - -  you wanted the equivalent of the 
distribution, feeder, feeder; the second feeder beginning 

inside the central office of the incumbent and ending at 

the switch of the entrant. 

Q All right. And that would be what a LEC might 

call an interoffice trunking facility? 

A I don't know whether you would call it the same 

because once you start talking interoffice trunking, you 

are getting into Bell Corp. specs for various different 

kinds, and I do not think that is quite the same, that the 

kind of transport, the kind of trunk that would take 

concentrated feeder back to an entrant. What you want is 

the ability to literally have that loop go back up on the 

same kind of feeder that is a modern kind of feeder for a 

LEC . 
Q All right. And you want the LEC to build that 

feeder between the LEC's local office and the ALEC's 

facility? 
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A It isn't a question of having to build it. YOU 

have that plant there. It's a matter of using some of the 

interoffice plant that exists for that purpose. 

Q Okay. All right. One last area and 1'11 be 

done. On Page 6 of your rebuttal, you're addressing 

Mr. Scheye's ONA framework proposal. Are you there? 

A Yes. 

Q At Line 18 on Page 6 you say: 

"NO, the ONA framevork 

requires the requesting party 

to share too much of its marketing 

construction and business plans 

with BellSouth as part of an attempt 

to gain unbundled elements." 

The ,question I have for you is do you have any 

knowledge or any information that would lead you to 

conclude that BellSouth in Florida1 has misused any 

infomation provided to it by an entrant as a result of an 

ONA request? 

A I have never looked at that question, so my 

answer has to be I have no information one way or another. 

MR. LACKEY: All right. That's all I have. 

Thank you. 

m. MELSON: Anybody elise on the telephone have 

any questions? 
0 5 !! 
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MR. HORTON: Rick, this is Doc. I have no 

questions. 

MR. MELSON: Mark has stepped out. 

MR. EDMONDS: Do you have any questions? 

MR. MELSON: No, I've got no redirect. 

MR. EDMONDS: I guess that concludes the 

deposition then. 

MR. MELSON: A l l  right. Thank you all very 

much. 

(WHEREUPON, THE DEPOSITION W A S  CONCLUDED) 

? 
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CORNELL, have read the foregoing transcription of my 
testimony, Page 1 through 51, given on December 18, 1995 in 
Docket Number 950984, and find the same to be true and 
correct, with the exceptions, and/or corrections, if any, 
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PROCEEDINCIS 

(2:07 P.M.) 

(Witness sworn by the court reporter.) 

MR. LACKEY: As for appearances, this 

is R. Douglas Lackey, appearing on behalf 

of BellSouth Telecommunications, Inc., in 

this matter. 

18. CANZANO: I'm Donna L. Canzano, 

appearing on behalf of the commission 

staff. And my address is 2540 Shumard Oak 

Boulevard, Tallahassee, FlLorida, 32399. 

MS. DUNSON: This is Robin Dunson, 

appearing on behalf of ATLcT. 

YR. LACKEY: As a matter of course in 

these depositions in Florida, we generally 

talk about the usual stipulations. I can 

never remember them. So, can we simply 

assume Ms. Dunson that Mr.. Guedel will not 

waive signature. 

MS. DUNSON: I'm sorry. 

YR.'LACKEY: That he will not waive 

signature? 

M8. DUNSON: Yes. 

MR. LACKEY: And that all objections 

except as to the form of the question will 

VERBATIM COURT REPORTERS, INC. 
P.  0. Box 941760 

Atlanta, Georgia 3 1  141 
(404) 986-981 2 0'?4 
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be reserved until the time of first use of 

the deposition? 

WS. DVNSON: Yes. 

WR. LACKEY: If those are acceptable, 

Mr. Guedel, what we'll do is we've got 

dockets here, Mr. Guedel. And I think 

they're 950984 and docket number 950985. 

And what I would propose to do is conduct 

the deposition in 950984, the unbundling 

docket, first and when we all conclude 

that one, then we move to the 950985, the 

interconnection docket. Is that 

agreeable? 

THE DEPONENT: Okay. 

WR. LACKEY: Robin? 

MS. DUNSON: Yes, that's fine. 

MR. LACKEY: Mr. Guedel, my name is 

Doug Lackey. I'm going to be asking you 

questions for the next few minutes about 

your testimony filed in docket 950984 

before the Florida Public Service 

Commission. And what I'll refer to as the 

unbundling and resale docket. 

If at any time, I ask you any question 

which is not clear to you or which you 

VERBATIM COURT REPORTERS, INC. 
P. 0. Box 941760 

Atlanta. Georgia 31 141 0 e 5 (404) 986-9812 
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would like to have me make a further 

explanation, if you will utop me and 

please ask me to do so, I will attempt to 

accommodate you. Is that agreeable? 

THE DBPONENT: Yes, it is. 

MR. LACKEY: And if at any time during 

the deposition you need to take a break or 

stop or otherwise just go off the record 

for a moment, will you tell me that as 

well? 

THE DEPONENT: I will. 

MR. LACKEY: Thank you. 

Whereupon, 

MIKE QUEDEL 

was called as a witness herein and, having been 

first duly sworn, was examined and deposed as 

follows : 

CROSS EXAMINATION 

BY MR. LACKEY: 

Q. Please state your full name and address 

for the record. 

A.  My name is Mike Guedel. My address is 

1200 Peachtree Street, N.E., Atlanta, Georgia, 

30309. 

Q. And Mr. Guedel, by whom are you employed? 
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A.  I'm employed by AT&T as a manager in the 

Network Services Division. 

Q. In the 94 docket, Mr. Guedel. can you tell 

me how many pieces of testimony you filed on behalf 

Of AT&T? 

A.  I filed one piece of testimony. 

Q. And was that the piece that was filed on - 
- I don't have the date here. Let me get the date, 

Mr. Guedel. Do you have the testimony there in 

front of you? 

A .  I do have the testimony. I do not have 

the date. 

Q -  I've got it right here. The testimony I 

have shows that it was filed by Michael W. Tye on 

November 27, 1995 on your behalf. Does that seem 

correct'.or do you know, Mr. Guedel? 

A .  I can't remember the date. It was the 

Monday after Thanksgiving weekend. 

Q. Let's do it this way. Do you - -  You say 
you have the testimony in front of you. I take it 

you don't have the first page of that testimony. 

A.  I have the first page. I do not have the 

cover sheet. 

Q. Do not have the cover sheet. Let's see. 

Turn to page 15 of the testimony. 
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A .  (Complying with request of counsel.) 

Q. Does the question on line 15 say, "Does 

this conclude your testimony"? 

A .  Yes, it does. 

Q. Turn to page 9 of thalt testimony 

A.  (Complying with request of counsel.) 

Q .  Does the question on line 11 say, "Wha 

the scope of this document with respect to 

unbundling? 

A .  Yes, it does. 

8 

S 

Q. Turn to page 4 of the! testimony. Does the 

question on line 1 say what it3 meant by the term 

interconnection? 

A .  Yes, it does. 

Q. Okay. If I ask you any questions about 

any spe%ific pages or lines, :C will try to identify 

the words that I'm directing to so that we can 

insure that we're operating off the same piece of 

testimony. It appears that we are, but I wouldn't 

want any confusion. 

.. 

With regard t o  the testimony that we are 

talking about, can you give me a brief description 

of your definition of interconnection and 

unbundling and differentiate the two? 

A .  Yes. Basically, interconnection describes 

VERBATIM COURT REPORTERS, INC. 
P.  0. Box 941'160 
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the situation where two companies connect 

facilities with one another for the purposes 

generally of originating or terminating telephone 

calls. 

Unbundling refers to the disaggregation or 

the separation of existing services provided by the 

local exchange companies into their component 

elements and making those component elements 

available for sale to any interested parties. 

Q. Mr. Guedel, we're having a little bit of 

trouble of hearing you. I don't know whether it's 

the phone system or what. If you could get closer 

to the phone, I would appreciate it. 

A .  Okay. I will try to speak up. 

Q. I think I understood the definitions. Let 

me ask you a couple of questions about it to insure 

that I do. 

Would cellular... 

(Whereupon, a discussion ensued o f f  

the record.) 

BY WR. LACKEY: (Romuming) 

Q. And with regard to interconnection, would 

the interconnection of a cellular network with a 

local exchange company network be an example of 

what you would define as interconnection? 

VERBATlM COURT REPORTERS, INC. 
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A. Yes, that would be a type of 

interconnection. 

Q. In order to have the interconnection of 

two different networks - -  and I believe that's the 

term you used - -  do both networks have to have 
switching capabilities by themselves? 

A. I think that's the form of interconnection 

that we're talking about here; yes. 

Q. Can you think of any situation where a 

party would have a network which did no switching 

which that party would want to interconnect, as 

you've used the word interconnect, with an LEC 

network? 

A. Mr. Lackey, the only possibility I could 

think of would be in providing of advanced 

intelligent network features where you may want to 

connect a platform - -  switching platform to the LEC 
network and you may not have a full blown switch. 

But as a general rule, you would need a switch to 

connect to the LEC network. 

Q. So, for instance, if anyone, someone - -  
let's say AT&T - -  built a line from, let's say your 

house, Mr. Guedel, and carried the line to a 

BellSouth switch, if you live in our service area, 

and asked to have that line attached to the 
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BellSouth switch, you would not call that 

interconnection in the way you used the word? 

A. That would be a form of interconnection 

also. It would not be a form of interconnection 

necessarily for the purposes of terminating a 

telephone call. 

Q. It would be - -  To differentiate it then 
you say that that would obviously be, I guess, a 

form of interconnection 'cause you connect two 

things together. 

A. Yes. 

Q. But it isn't what you mean when you speak 

of interconnection because the way you use it, 

you're using it as two networks into which can be 

used to terminate calls? 

A. I think - -  let me back up and be clear on 
this. Anytime you interconnect two company's 

facilities together, you have an interconnection. 

When I was speaking initially in response to your 

question, I was referring to the type of 

interconnection that two switches or two networks 

interconnect with for the purposes of terminating a 

telephone call and which is the basis for the 

mutual compensation agreements and things like 

that. 
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But technically anytime you connect two 

wires together, you have an interconnection. 

Q. Let's refine this down a little bit 

because I don't want to cause any confusion. Let 

me pose it a different way. 

Using the term interconnection as you have 

in your testimony, does that use presuppose at 

least two free standing and independent networks 

that are each capable of originating and 

terminating calls wholly within their network? 

A .  Wholly in - -  not necessarily. 
Q. What part of my statement would you 

disagree with? 

A .  I could imagine a situation similar to the 

one that you described where I would have a loop 

connected to an alternative carrier switch, and 

that alternative carrier would terminate the call 

over a BellSouth loop that it has purchased in an 

unbundled arrangement. 

Q. So, what you just described was perhaps - -  
and, again, let me just use you as an example. Say 

AThT was an ALEC in Georgia, eince that's where we 

are, and AT&T ran a twisted pair from your house to 

an ALEC switch and the ALEC had then purchased an 

unbundled local - -  no, they wouldn't of - -  they - -  
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Wouldn't the ALEC simply have purchased a 

connection between the ALEC switch and the 

BellSouth switch in that case t o  terminate calls? 

A. I think that's a possibility. 

Q. Well, they wouldn't have simply purchased 

an unbundled loop t o  terminate your calls because 

that means you would only be able to call one 

person; wouldn't it? 

A. They may have purchased an unbundled loop 

from BellSouth to provide local service to a 

particular customer. They may have a co-located 

arrangement in a BellSouth office where they 

connect loops, maybe not one loop, maybe a variety 

of loops out of that office, back to their switch, 

give dial tone to those customers and provide those 

customers local service. 

They would also have the ability, under 

that arrangement, to terminate telephone calls to 

those customers that went through the ALEC switch. 

Q. In the situation you just described - -  and 
I put the names on it, I believe, saying that AT&T 

was an ALEC and that you connected your line to the 

switch of a second ALEC. Where in your view in 

that example is the interconnection with the 

BellSouth network? Who has that interconnection? 
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A. Again, the interconnection - -  and I want 
to be clear about the interconnection. The 

interconnection is at some point in the situation I 

described at a co-located facility in a BellSouth 

central office. 

Now, whether you want to argue that 

connects with a LEC facility or whether that 

connects with the LEC network I think is arguable. 

Q. And I'm not trying to get to that. All 

I'm trying to understand is how you're using the 

word. And as I understand it now you could 

actually say if AT&T were an ALEC and ran a line 

from your house to a second ALEC's switch and that 

ALEC then connected to a BellSouth switch, that 

there would be two interconnections, at least 

there. There were would be yours, AT&T's with the 

second ALEC and the second ALE:C's interconnection 

with the BellSouth facility in1 that description? 

1. 

A. I think I lost you, Mr. Lackey. Could you 

repeat that. 

Q. Yeah. Why don't I lay out the physical 

facilities we're talking about because maybe that's 

what's causing the confusing. 

I had assumed a physical facility that ran 

from your house to an ALEC switch. I had assumed a 
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physical switch that the ALEC owned. And I had 

assumed a physical facility that ran between the 

ALEC switch and the BellSouth switch. And then, I 

had assumed that you, at your house, could place 

local calls let's say and the route the call would 

follow would be from your house, down the first 

physical facility, the loop, t o  the ALEC switch. 

That it would then be switched by the ALEC to the - 
- through the next facility to the BellSouth switch 

and then the call would be terminated somewhere on 

BellSouth's network. That's the physical 

arrangement I had laid out. 

And what I had asked you was in that case 

would there be two interconnections, one between 

AT&T and the second ALEC at the ALEC switch and a 

second interconnection between the second ALEC, not 

named, and BellSouth the way you used the terms 

interconnection or term interconnection? 

Did you understand the question, Mr. 

Guedel? 

A. I believe I understand the question, and I 

believe it falls under a general definition that 

anytime the facilities of two companies are 

interconnected, you can call that interconnection 

or I will call that interconnection, so yes. 
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Q. And not to repeat ourselves, but did I 

understand that if AT&T had simply run that first 

facility from your house directly to the BellSouth 

switch, that we would have also called that a form 

of interconnection, but not the form of 

interconnection you are addressing in your 

testimony? 

A. One moment, Mr. Lackey. I need to make 

sure I look at both of these testimonies and see 

where I addressed those issues. 

Q. I'm sorry, Mr. Guedel. I thought you only 

had one set of testimony in the 84 docket? 

A. I do. I do. 

Q. Okay. 

A. But I can't recall right off the top of my 

head which set of interconnection I addressed in 

each docket. 

And I guess without reading through the 

entire thing, I wouldn't be able to tell you. But 

both - -  I mean, there are a variety of forms of 
interconnectlon. I believe in the unbundling 

docket, we simply talked about unbundling the local 

exchange company facilities. And I believe that 

docket was limited t o  loops and switching. And I 

will state that those - -  I mean, the only reason 
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that you would unbundle them is so that someone 

could purchase them and interconnect them with some 

other facilities that that company may own. 

Q. Let me approach this a slightly different ' 

way then and let's talk directly about unbundling. 

All right? 

A. Okay. 

Q. With regard to unbundling, you want to be 

able to purchase a local loop, which I believe you 

define as a facility that runs from the customer's 

premise to the LEC serving wire center; correct? 

A .  Correct. Want to purchase that local loop 

or a subset of that local loop. 

Q. Yeah, I didn't want to get into the 

subsets. I just wanted to - -  you wanted to 
purchase a local loop that gets you to the CO; 

right? 

A .  That's - -  that's certainly one 

application; yes. 

Q. And presumably, you might want to purchase 

local switching at the CO; is that correct? 

A .  You might want to do that. 

Q. In that situation where you have purchased 

an unbundled local loop and you've purchased 

unbundled switching isn't it possible to originate 
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a call from the parts of the network, the unbundled 

network that you have purchased and once you switch 

it, through your unbundled switching purchase, to 

direct it onto the local exchange company's 

network? 

A .  That would be a possibility. 

Q -  In other words if you purchased a local 

loop and you purchased a port on a local switch and 

purchased the switching function, and originated a 

call at your house over that unbundled loop to that 

switch, the call would then terminate behind the 

switch on the LEC's network somewhere; correct? 

A .  Yes, that could happen. 

Q. Would you characterize that as the 

purchase of unbundled network elements or would you 

charactqrize that as unbundling? 

A.  I would guess I would consider both of 

those things to be correct. They are theoretically 

unbundled for the purposes of pricing and selling 

the services, and they are purchased unbundled 

elements. 

Q. I guess you would then say, since you said 

it was both of them, that you used the unbundled 

elements that you had purchased t o  then 

interconnect with the LEC's network? 
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A. I'm trying to imagine a Variety of 

scenarios. 1 can imagine a scenario where you 

would do something like that, complete a local call 

t o  another LEC switch and to a LEC customer. And I 

guess in that instance, you would pay an 

interconnection arrangement to the LEC, whatever 

that happens to be. 

Now, in that case, you are not physically 

interconnecting the LEC network with anything other 

than the LEC network, but you are interconnecting 

two company's services. 

Q. Well, let's pursue that then. If you 

purchased on an unbundled basis the local loop 

' we're talking about.. . 
A. Uh-huh (affirmative). 

Q. \ . - -  and the port at the local switch, would 
t. 

you then have the equivalent of - -  assuming the 
loop terminated at a home - -  basic residential 
service? 

' 
A. No, not completely because I wouldn't have 

the terminating end of that local residential call. 

Residential service generally gives a customer the 

ability to make and receive calls, and I wouldn't 

be able to do that without interconnecting that to 

some other LEC facility or some other ALEC 
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facility. 

Q. Okay. Let me modify my question then. If 

you purchased on an unbundled basis from, let's 

just say, BellSouth that local1 loop, and you 

purchased from the local company, BellSouth, the 

port at the local switch - -  arid we'll assume, or 

you can correct me, that that includes the 

switching function - -  and then you paid an 
interconnection fee or you entered into an 

interconnection arrangement with the LEC, would you 

then have the equivalent, assuming that the loop 

terminated at your home or somebody's home, the 

equivalent of basic residential service? 

A .  It would - -  it would look a lot like that. 

How an ALEC or the services that an ALEC may choose 

to provide over the facilities that it purchases, I 

think are up in question. I don't know exactly 

what they would look like. But I will concede he 

would be able to complete what BellSouth would call 

a local call under that particular arrangement. 

Q. And would he be able to receive local 

calls as well? 

A. I believe he would. 

Q. I'm sorry. I didn't hear you, Mr. Guedel. 

A. I believe he would. 
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Q. So, for a residential customer, if an ALEC 

were allowed to purchase an unbundled local loop, 

the local ewitch function at the serving CO and to 

make interconnection arrangements with the LEC or 

access to the rest of the network, the ALEC would 

then have the 'ability to provide the basic 

functionality of a residential basic telephone 

service? 

A. I think he would be - -  yes, he would be 
able to provide telephone service. I don't want to 

get hung up on the terms basic, local, residential 

and those kinds of things because they may not 

apply to the ALEC service categories. But he would 

be able to complete telephone calls in that manner. 

Q. Well, let me take a very simple example 

for you and see if this is correct, or if I 

correctly understand what we've just been talking 

about. 

If I could get certified as an ALEC and if 

BellSouth were required t o  unbundle it's local 

loops and unbundle it's local ewitch and the two 

c o u l d  be purchased together, then the ALEC simply 

by purchasing those unbundled items could go into 

business and provide residential telephone service 

to as many customers as they could get to sign up; 

02i 
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correct? 

A. Well, I don't - -  I don't know the know the 

answer to that. I think if a LEC purchased that - -  
I mean, if an ALEC purchased that functionality, a 

loop and switching components, then they could 

provide service to their custo'mers. How many 

customers they could serve, I think is all in the 

marketing plans of these companies. I have no 

idea. 

Q. Well, there would be no reason, assuming 

that they had a decent marketing plan, that they 

couldn't add as many subscribers as the existing 

local exchange company had local loops and 

switches; correct? 

A. Well, assuming, you know, things like they 

- -  like it was financially viable to do those kinds 
of things. I don't know what kind of pricing we're 

talking about here. What kind of cost structure 

the ALEC would have, but I will concede that they 

can provide service under that arrangement. I just 

can't tell you how much or whether it would be 

financially viable or those kinds of things. 

Q -  And that's because I haven't told you what 

the local loop would cost you or what the local 

switching would cost you and what the LEC charges 
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that same customer for basic - -  for local telephone 
service? That is the element you're missing; 

aren't they? 

A. Those would be very important components 

of my decision. 

Q. Now, when you propose that the LEC 

unbundle its network into - -  I believe you refer to 
them as basic network functions, BNFs, you would 

not suggest that in any event those BNFs be priced 

below cost; would you? 

A. No. 

Q. And if it turned out - -  let's talk about 

the local loop for a minute. If it turned out that 

the local loop between your house and the serving 

wire center of your local telephone company cost 

more than the local telephone company charged you 

for basic service at your house, you wouldn't 

expect that the local exchange company would sell 

you that unbundled loop below its cost even under 

those circumstances; would you? 

A .  No, I'm not asking the local exchange 

company to sell the facilities - -  any of the BNFs 
below the cost that they incur in providing those 

services. 

Q. Now, as I understand it, before you worked 
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for AT&T, you had some conside!rable experience in 

the - -  what we used to call the Bell operating 
companies, the wholly owned subsidiaries of AT&T; 

is that correct? 

A. That's correct. 

Q. And do you remember what - -  I know what - -  
you do remember - -  that you worked for, what, South 
Central Bell? 

A. That's correct. 

Q. Did you ever work for Southern Bell? 

A. That's a good question. I don't know what 

happened at divestiture. I - -  if Southern Bell - -  
I don't think they merged. I think I was with 

South Central Bell unless they changed their name 

at divestiture. 

Q. Well, do you happen to know, prior to 

divestiture, what AT&T's position was with regard 

to the rate charged for one FR service in Florida 

and the cost of that one FR service? 

A. No. 

MS..DUN8ON: Doug, did you hear that 

answer? 

MR. LACKEY: No, I didn't. 

BY THE DEPONENT: (Ro8uming) 

A. The answer is, no, I do not remember. 
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Q. Now, if I understand correctly, you were 

in the costing and economics group at South Central 

Bell; weren't you? 

A. Yes, sir. 

Q. Well, just for a point of reference then, 

do you happen to remember what AT&T's position was 

on the cost of the local loop, the one FR loop, 

versus it's price in any of the states for which 

you were responsible? 

A. Not specifically, Doug. 

Q. Do you recall generally that AT&T 

maintained that local residential service was 

priced below its cost? 

A. I really don't know the answer to that 

question. I know that - -  that BellSouth has 
testified to that effect in a couple of 

jurisdictions that I've participated in in the las 

few years. I really don't remember back when I was 

doing the cost studies what the position was. 

'. 

Q. But back when you were doing the cost 

studies, South Central Bell and Southern Bell were 

owned by AT&T; correct? 

A .  We were all one company. 

Q. And eo, presumably, the positions that the 

- -  the wholly owned operating companies were taking 
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were the positions of AT6rT; weren't they? 

A. AT&T liked to think 8 0 .  I think that was 

generally true. 

Q. But in answer to my earlier question, you 

don't have any knowledge about what the position 

was prior to divestiture regarding the relationship 

between the cost and price of residential services 

anywhere? 

A. Doug, I really don't know the specifics. 

I know the theory was that thenre was not 

necessarily a direct relationehip between the cost 

and the price, and that that wasn't terribly 

important. But I don't know the specifics. 

Q. Do you know whether the residential rates 

were set on what's - -  residential rates were set on 
what - -  using what's known as residual rate making? 

A. I am familiar with residual rate making; 

yes. 

Q. And to explore that, is residual rate 

making generally speaking the theory that in a rate 

case under traditional rate of return regulation, 

when revenue requirement is needed, you put all of 

the requirement on all of the services you can and 

whatever is left goes on the residential service? 

A. That was certainly a philosophy. There 
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was, and still is, to my knowledge, a hope to keep 

residential service low. 

Q. And so therefore it was unimportant 

whether residential service was below, at or above 

it's cost under that rate setting method; is that 

your position? 

A .  I think that's a true statement. I don't 

know that that's my position. 

Q. I shouldn't have said position. Is that 

your understanding? 

A .  That's my understanding. 

Q. All right. Now, let's talk about - -  you 
were talking about the local loop and you started 

to talk about sub loop parts I think, to coin a 

phrase. Is it your opinion that the local loop 

which runs between the subscriber's residence and 

the local exchange company's serving wire center 

can be further broken down into component parts? 

A .  I - -  I think in some cases that it can be, 
particularly in cases where subscriber line carrier 

is used. - 
Q. Would you very briefly describe, beginning 

at the subscriber's house, how that would happen so 

that I can understand what you mean by breaking 

down this local loop? 
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A. Okay. It's my understanding that in a 

subscriber line carrier environment, the drop wire 

from the house would go to some kind of a 

connection at a pole or an underground facility. 

And then, that would run back to a point where it 

hits a subscriber line carrier, which is a 

basically a T1.5 multiplex service, where all the 

loops that run into particular box are then 

multiplexed into time slots arid sent back to the 

central office over the subscriber line carrier. 

Q. And between the subscriber's house and the 

- -  is it called an SLC. 
A .  Subscriber line carrier. 

Q. Yeah. I'll use subscriber line carrier.. 

A. Subscriber.. . 
Q. - -  for clarity. 
A .  Okay. 

Q. Between the subscriber's house and the - -  
the facility you described, thie SLC, is that 

basically and generally just a twisted pair? 

A.  Yes: In today's environment; yes. 

Q .  And at the SLC, you say that the lines 

that come in are then multiplexed to - -  I think you 
said to a T1.5 facility? 

A. Yes. 
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Q. Okay. Now, does that mean - -  just to 
understand this - -  that then perhaps 96 twisted 
copper pair will be brought into a SLC from the 

various subscriber’s premises and at that point 

they might be multiplexed so that they can be 

carried over a facility that would normally only 

carry, say, 24 lines? 

A .  I think it could be done a couple of 

different ways. You could do it with or without 

concentration, if that - -  I think I understand your 
question - -  so that you can have 96 lines going to 
the facility and then not have 96 time slots 

running all the way back to the central office, so 

you’d actually have a one to one relationship 

there. Or you could do a concentration function, 

and I’m not really sure what BellSouth does. 

Q. Okay. Well, that - -  you clarified my 
misunderstanding then. What you meant or what you 

indicated by multiplexing is that if 96 lines came 

into the SLC through some technique you would space 

the - -  or time the calls so that you had a one for 
one relationship in the facility that ran between 

the SLC And the central office. That’s one way of 

doing it; is that right? 

A.  Yes. And let me clarify it. It’s not a 
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question of spacing calls. It's a question of, you 

know, translating a loop into a time slot so that 

you have one time slot dedicated to each loop under 

that scenario. 

Q -  What kind of facility are we talking 

about, a copper or a fiber, or what? 

A. Generally copper to the home. The 

facility that actually carries the T1.5 circuit 

could be four wire copper, it could be fiber. 

Q. Okay. Could you carry the equivalent of 

96 twisted pair between the SLC and the CO on four 

- -  on a four pair cable? Is that what you said or 

did I misunderstand you? 

A.  Well, generally a T1 circuit requires a 

four wire channel. So, you would need, in that 

case, four, four wire channels - -  four, four wire 
facilities to carry 96 channels. 

, 

Q. Each facility having the capacity to 

handle 24? 

A. Right. A T1 - -  T1.5 facility will time 

slot 24 channels. 

Q. And evidently, in that situation, is that 

what you call the one to one ratio as opposed to 

concentration? 

A .  Yes. 

VERBATIM COURT REPORTERS, INC. 
P .  0.  Box 941160 

Atlanta, Georgia ?I1 141 
(404) 986-9811 0 3 !,' 



. 

31 

Q. So, there must be another way that the 96 

lines could come into that subscriber - -  to the SLC 
and then the calls would be somehow concentrated 

into a different arrangement. How would that work? 

A. If a concentration arrangement were 

applied, you could, in theory, have 96 loops coming 

into a hub and let's say something less than 96 

paths going back to the central office. 

Q. Is the - -  Is there physical equipment 
required to do this concentrating? 

A .  Yes. Yes. 

Q. And is it different equipment than would 

be used to take the 96 lines down to the four, four 

cable arrangement we were talking about earlier? 

A .  It's certainly a different functionality. 

I - -  I know if you could use the same box to 

do it, but it's certainly a different 

functionality. 

Q .  In the one case, is it a multiplexer and 

in the other case, is it a concentrator? 

A. You would - -  If you concentrate, you still 
multiplex. But you would do the functions 

differently; yes. 

Q. But you don't know whether the 

multiplexing equipment that might be found in an 
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SLC would also be capable of doing what you’re 

calling the concentrating function? 

A. Right. I don’t know if that has been 

combined into one box or if that’s two separate 

boxes. 

Q. Okay. So. when you in your testimony on 

page 5, line 18 and 19 refer to loop concentration, 

first let me ask you, are you referring to the loop 

concentration that you and I have just been talking 

about? Is that what you’re referring to is what 

we’ve just been talking about? 

A. Yes. that is what we’ve been talking 

about. 

Q. And did you mean when you said loop - -  Did 
you mean to include when you said loop 

concentration, did you also intend to mean what we 

referred to and described as that multiplexing 

function? 

A. Yes, I believe I did. I’m looking at this 

testimony to find that, but, yes, I - -  multiplexing 
should have been there. 

Q. Now, let me ask you this: What good would 

it do you to buy as a stand alone element 

multiplexing or even loop conc’entration as we’re 

talking about it here? What wrould you do with it 
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as a stand alone function? 

A. I don't think you would buy it as a stand 

alone function. I think you have to unbundle it so 

that you can buy the other functions independently. 

Q. Well, if you were going to buy - -  I guess 
- -  let's see if we can identify the other functions 

before we ask that question. I guess one piece 

would be the twisted pair between the subscriber's 

house and the SLC. Would that be one component? 

A. Right. 

Q. And do you want that component unbundled 

and sold separately? 

A. Yes, I think that's a potential use. 

Q. And then, the next one - -  component in 
line would either be the multiplexer or the loop 

concentration that we've been talking about at the 

SLC; is that correct? 

A. Yes. 

Q. And then, a third function would be 

whatever the facility is that carries the calls 

between the multiplexer or the loop concentrator to 

the serving wire center; is that correct? 

A .  Correct. 

Q. Can you describe for me a situation where 

you would want to buy the local loop between the 

VERBATIM COURT REPORTERS, INC. 
P. 0. Box 941760 

Atlanta. Georgia 31 141 03 3 (404) 986-9812 



1 

2 

3 

4 

5 

6 

7 

a 
9 

10 

11 

12 

13 

14 

15 

16 

-17 

18 

19 

20 

21 

22 

23 

24 

25 

34 

subscriber's place of residence and the SLC where 

you would not also choose to buy a multiplexer or 

loop concentrator, as the case may be, and the rest 

of the portion of the loop bet.ween the SLC and the 

serving wire center? 

A.  I could - -  Yes, I could imagine a 
situation where an ALEC may want - -  may have a 
fiberoptic ring around the cit.y, and may have the 

opportunity to interconnect with BellSouth at a 

manhole location or whatever where it could connect 

a loop that runs from the subscriber's house to the 

manhole connection to its fiber loop with some kind 

of electronics that it may have co-located at that 

facility. It's a possibility. 

Q .  All right. So, what you're describing is 

a situation where you actually wouldn't want to 

purchase them individually if you had to run the 

call from the subscriber line - -  from the 
subscriber premises serving wire center. What 

you're trying to do is break it down so that the 

ALEC could somehow intersect writh the loop between 

the subscriber's premises and the serving wire 

center; that there would be thte availability of an 

interconnection at that point? 

A. I think that's a possibility; yes. 
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Q. Can you think of any other possibilities 

which would require the further unbundling of the 

local loop into those three components that propose 

to offering them as a single component? 

A. There's other examples. I could imagine 

an example where an ALEC may have some kind of a 

wireless loop. And he may want to interconnect a 

wireless loop with the rest of the BellSouth 

facility going back to a center office. 

There's a variety of different things you 

could do. 

Q. Well, why would - -  why would you 
interconnect a wireless loop at any point between 

the subscriber's premises and the serving wire 

center? 

A. It depends on the - -  it depends on the 
range of the loop, the frequency range. If you 

could only provide the wireless capacity within a 

limited area, you may want to interconnect with a 

BellSouth facility and run it back to a CO and then 

interconnect with your equipment in the CO. 

Q. In other words, what you might want to do 

is put some kind of a facility at the SLC and feed 

your wireless call into the network at that point, 

into a concentrator; is that what you're saying? 
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A .  I think that's a possibility. 

Q. Do you believe that the network ought to 

unbundled into this level o'f component parts 

ore there's a demand - -  a known demand for these 
facilities? 

A .  I would say yes. I mean, I don't know 

that you're going to find out the demand until you 

put the services out there. And if there is not 

demand, then you've - -  you've lost nothing. 

Q. Well, that's my next question. Do you 

believe that doing the appropriate studies for the 

purpose of breaking the - -  the loop as you've - -  as 
we've described it, into it's component parts is 

cost free? 

A .  I'm not sure that it's cost free. I do 

believe that the particular elements that I've 

defined are cost elements that are probably 

individually studied in a bottoms up analysis 

anyway. So, when you wanted to come up with the 

total cost of a loop, for example, or for loops as 

a category, you would probably individually look at 

those kinds of components and then add those 

together. 

So, I think to the extent loop studies 

exist, and I think they do exist at BellSouth, it 
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would be a matter of breaking those things apart 

rather than starting over again. 

Q. But just for the sake of understanding the 

principle of your position, if it turned out that 

such studies didn't exist or weren't broken down 

that way, would you agree with me that there would 

be a cost associated with doing them and breaking 

them down that way? 

A. For the sake of the hypothetical; yes. 

Q. But you still believe that even in that 

circumstance the local exchange company should be 

required to go to that expense even with no known 

or shown demand for the unbundled feature? 

A. Yes. I believe that as a method of trying 

to jump start competition in the local arena, that 

these kinds of things should be made available so 

that potential entrants would have a variety of 

different ways to get started. And the more ways 

they have, the more opportunities they have to get 

started, the greater the opportunity there is for 

competition to get started. 

\ 

Q. And that remains your answer even with the 

understanding that there may be absolutely no 

demand for these elements you're talking about? 

A. There may be. I mean, AT&T is not asking 
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for anything today. I do believe MFS has asked for 

very similar unbundling, which would incline me to 

think they may have some demand for. 

Q. Has AT&T been certified as an ALEC 

anywhere in the country yet? 

A. I don't know the answer to that question. 

We have not been certified in Florida. We are 

providing service in Rochester as I understand it, 

so we've probably been certified there. 

Q. But what I'm trying to ask you and what 

I'm ask - -  will ask you next is is do you know 
where - -  anywhere where AT&T has operated as an 
ALEC where it's actually asked for the local loop 

- -  for the components of the local loop broken down 
as you've described between - -  you know . . .  

A. No, I don't. I know that we've asked for 

this in other places. I don't know that we've 

actually utilized it in other places. 

Q. Okay. So, on page 5, line 15 through 17 

where you state, "AT&T has identified eleven 

components or BNFs associated with local exchange 

services which may be effectively and usefully 

unbundled", you cannot provide us any examples of 

where AT&T has actually used these unbundled 

elements, particularly the ones we're talking about 
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in a local loop? 

A .  That's correct. I do not know where we 

have used an unbundled local loop. 

Q. Let's talk about the network - -  Well, 
before we do that, let's turn t o  page 6 of your 

testimony. 

A. (Complying with request of counsel.) 

Q. And let me see which line I need you to 

look at. Actually it's the answer on line 12 that 

begins, "Several criteria". 

A. Yes. 

Q. Do you see that? I'm looking really at 

line 15, where you say, "Second, the unbundled 

element must be separately measurable and 

billable. 'I 

A. Yes. 

Q. Are you suggesting that the basic BNFs, 

that's basic network functions, will have to be 

billed on a usage basis? 

A. I'm not sure I understand that. If you're 

talking - -  If you - -  I mean, they're going to be as 

you use them. I am not implying that a loop, for 

example, should be billed on a minute of use basis. 

It will be billed on a per loop basis. 

Q. Well, it was measurable - -  your use of the 
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word measurable on line 16 that I was trying to 

address. 

A. Yes. It's measurable,. I mean, it's 

measurable in the sense it's quantifiable. I buy 

one loop or I buy six loops, that they're 

independently identifiable and measurable entities. 

Q. Okay. Let's look at page 7 of your 

testimony. 

A. (Complying with request of counsel.) 

Q. And I ' m  really interested in the sentence 

that begins at line 8, "Under the protection." Do 

you see that? 

A. Yes. 

Q. My first question to you is is - -  do you 
think that AT&T - -  AT&T has a network now; doesn't 
it? 

A. Yes, we have a network. 

Q. Do you believe that A.T&T owns that 

network? 

A. Yes. Well, yes, we olwn that network. Our 

shareholders--own that network. 

Q. And in Florida, you w'ill agree, that 

BellSouth has a network - -  a t.elephone network, 
wouldn't you? 

A. Yes. 
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Q. And do you agree that we own that network 

just like AT&T owns its network? 

A. I'm not disputing that. 

Q. Okay. So, the answer is, "Yes, I agree 

with that. You own the network." BellSouth owns 

the network. 

A. BellSouth owns the network. 

Q. And it's presumably based on what you're 

saying on lines 8 through 12, it's a very valuable 

network? 

A. Yes, I think it's an extremely valuable 

network. 

Q. Now, we talked about AT&T owning a network 

a minute ago. To your knowledge, does AT&T give 

away any components of its network for other people 

to use? And by give away, I mean to let them use 

it for free. 

A. Not to my knowledge. 

Q. And you're not meaning to suggest in your 

testimony here today that BellSouth should be 

required to give away any part of it - -  of the 
value associated with its network; are you? 

A. I'm not sure I understand your question or 

your word value. 

Q. Okay. I'll change it then. You're not 
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suggesting that BellSouth give! away for free any 

part of the network it owns in your testimony; are 

YOU? 

A. I am not suggesting they give it away for 

free; that's correct. 

Q. Now, you also talk ablout - -  on page 7, the 
likelihood - -  you say it's unl.ikely that a 

potential competitor would be willing to invest the 

capital or duplicate, for our purposes, BellSouth's 

network in Florida; is that right? 

A .  Yes, that's my belief. 

Q. And do you have a specific reference at 

least in part there to say the! local loop between 

the central office and the subscriber's premises? 

A .  Could you rephrase that? 

Q. \.Surely. When you talk about replicating 

the network, is one part of the network that you're 

talking about which is unlikely to be replicated, 

the local loop that runs between a subscriber's 

premises and the serving wire? 

A. Yes, I am. 

Q. Okay. Now, is it correct that even today 

there are alternative ways that an ALEC could get 

to the subscribers; and specifically I mean cable 

facilities where there are cable TV runs to the 

VERBATIM COURT REPORTERS, INC. 
P. 0. Box 9417'60 

Atlanta. Georgia 31 141 
(404) 986-9812 042  



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 

.- 

home, perhaps power facilities m ere 

4 3  

here are 

power lines to the individual homes? 

A. I'm not sure that those facilities can be 

used to provide telephone service the way they're 

configured. 

Q .  Okay. Will you agree - -  AT&T either owns 
out right or owns a significant portion of McCar 

Cellular; doesn't it? 

A. Well, that's AT&T wireless; yeah, it's a 

subsidiary. 

Q .  One possible way to get to a subscriber's 

premises is to put a cellular phone in the 

subscriber's premises and have the linkage with 

AT&T's local network, assuming one existed, made 

that way; isn't it? 

A. I don't believe so. And I don't believe 

that cellular is today a substitute for wire line 

service. I don't believe it provides the same 

kinds of things that wire line service provides. 

And I don't believe it can provide it at the same 

t o  the customer. 

t 

Q. Well, let's explore that for just a moment 

and see if we can determine the basis for your 

understanding. Do you have a cellular phone? 

A .  Yes. 
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Q. Do you have a portable cellular phone? 

A .  Yes. 

Q. Do you have a cellular phone that's 

permanently installed in your car with an antennae 

and a three watt power unit? 

A .  No. 

Q .  Okay. Have you had any experience with a 

permanently installed cellular phone with a three 

watt power unit? 

A .  No. 

Q. I'm sorry. I didn't hear your answer. 

A .  No, I have not. 

Q. Well, then, perhaps - -  I'm trying to 

understand why you believe that A T & T  couldn't 

establish something like a mobile telephone serving 

office - -  switching office at its switch location 
and receive local calls from its subscribers over 

that wireless loop, if you wil.l. Can you explain 

to me why you don't think that's possible? 

A .  I don't think the technology is available 

to do that efficiently. 

Q. Do you know anything about cellular 

networks and cellular telephone systems? That's an 

overly broad question. Let me be more specific. 

Do you know anything about the kind of switch that 
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McCar or any other cellular company uses as it's 

mobile telephone switching office? 

A. The - -  A little bit about the switch. 
Q. Do you happen to know whether they're, 

say, AT&T produced SE's? 

A. They're very similar - -  or they could be 
very similar to ~E's, the switching function 

itself; yes. 

Q. And local telephone companies use 5E's to 

provide dial tone and service to it's customers - -  

it's wire line customers; don't they? 

A. Yes, they do. 

Q. So, do you know of any technical reason 

why AT&T couldn't use a 5E as a mobile telephone 

switching office to generate local wireless loops 

to its subscribers instead of having to be - -  
having to use the LEC's wire line loops? 

A. I don't think the question is whether or 

not the switch would work. I think the switch 

would work. I think the technological problems lie 

in the radio'signals and how you could get that 

many radio signals out to that many people in an 

efficient way with today's technology. 

Q -  Do you know whether AT&T has conducted any 

studies regarding the feasibility of providing 
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service using wireless loops? 

A. I ' m  not aware of any. 

Q. Let's see. Just a moiment, Mr. Guedel, I'm 

trying to skip ahead. Well, I want to look at page 

11 of your testimony, please. 

A. (Complying with request of counsel.) 

Q. At line 9, the answer begins, *Yes, the 

cross connect function." 

A. Yes. 

Q. Are you there with me? 

A. Yes. 

Q. I didn't see cross connect function as one 

of your basic network functions that you described 

earlier. Did I miss that or is that a new one? 

A .  Let me check. Let me see what I've got. 

The cross connect function is not listed 

in the initial list up front. 

Q. So, I need you to explain to me what you 

mean by cross connection funct.ion and if you could, 

I interpreted it to mean basically just a cross 

strap with n'o switching at a CO. But could you 

confirm that that's what you mean or explain what 

you mean if that's not what you mean. 

A.  That's - -  Yes,  I think that's correct, 

particularly when we're talking about the unbundled 
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loop, we're talking about cross connecting that 

loop - -  that Bell loop to some facility that an 
ALEC may have co-located in a LEC office. 

Q. And the - -  what I call the cross strapping 
- -  and I say Strapping because I view it as just a 
cable or something running between the two points. 

Is that what you have in mind? 

A. Yes. 

Q. And so, in other words, you might bring a 

local loop that you've purchased on an unbundled 

basis to a BellSouth wire center and then simply 

run a jumper, if you will, from the ends of that 

local loop to another facility which is used to 

transport the call to AT&T switch. Is that the 

kind of facility you're talking about there? 

A. That's correct. That's a possibility. 

Q. And could the - -  could the - -  What would 
be the facility that would run between BellSouth's 

wire center and the AT&T facility? Is there any 

general description of what that would be? 

A. No, you've lost me. 

Q .  All right. To get the call from the 

serving wire center of BellSouth to the AThT 

ewitch, if you will, you've got to have some kind 

of a facility, a cable pair, a fiber optic run, 
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something; don't you? 

A. Yes. 

Q. Okay. 

A. Yes, it would. 

Q. Would you - -  Since that facility would run 
from BellSouth's serving wire center to AT&T's 

property, would that be something that you would 

expect to be able to buy on an unbundled basis, or 

is that the equivalent of an access connection, or 

how do you see that particular facility being 

constructed and paid for? 

A. I would like to have three options. 

Q. And what would they be? 

A. I would like to be able to build a 

facility myself, purchase the facility from 

BellSouth or purchase it from some other potential 

provider of that facility. For the most part, I'm 

kind of limited today t o  purchasing the facility 

from BellSouth. 

'. 

Q. And if you purchased it from BellSouth - -  
I'm sorry. You do purchase facilities between 

BellSouth's wire center and tandems and your 

facility today; don't you? 

A .  Yes. 

Q. And what do we call those facilities that 

VERBATIM COURT REPORTERS, INC. 
P. 0. Box 941760 

Atlanta, Georgia 31141 
(404) 986-9812 ( ) A  r'' 



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 

49 

you purchase or lease from us? 

A .  Dedicated transport facilities. 

Q. Are they tariffed matters and tariffed 

items right now? 

A. Yes, transport is tariffed. 

Q. I'm sorry. I couldn't hear your answer. 

A. Yes, transport is tariffed. 

Q. Would you expect to buy that facility in 

this unbundling scenario at the tariffed rate as 

you purchase it today, or would you expect it to 

be, quote, unbundled, close quote, at a different 

price? 

A .  Ultimately, I think the prices ought to be 

the same. I think I ought to be able to buy one 

facility and use it for whatever purposes I deem 

reasonable. I would expert there to be one price 

for the - -  for the transport facility. That's not 

to say I think the price you charge today is the 

right price. 

Q. All right. But the facility that you're 

describing is available today for your purchase? 

A. Yes, I think dedicated facilities - -  
transport facilities are available. 

Q. And the facilities that you would require 

in order to have this interconnection between the 
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BellSouth wire center and youi: facility when you 

become a local carrier, the functionality would be 

no different than it is today;. would it? 

A. Essentially ... 
Q. I didn't get your anewer. 

A .  Essentially, it would be the same. 

Q. Turning to page 12 of this testimony, ani 

my - -  I've already demonstrated today that my 

understanding of the network i ts  tenuous at best, 

but do you know whether AT&T today in Florida has 

direct connections to every end office in 

BellSouth's territory? 

A. I don't know that for a fact; no. 

Q. Do you have any idea or opinion about what 

portion of BellSouth end offices to which AT&T has 

a direct connection as opposed to only a connection 

through a tandem? 

A. My belief is that we are direct connected 

to quite a few of them. 

Q. Is it your understanding - -  and I'll tell 

you in asking the question it is of my 

understanding - -  that AT&T is connected to the - -  
to a substantial majority of BellSouth's end 

offices in Florida? 

A .  On a direct connect basis? 
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Q. Yes. 

A .  I have no reason to doubt that. I know 

we're connected to quite a few of them. I don't 

know how many. It could be all of them. I mean, I 

just don't know. 

Q. That'e fine. Do you have any other 

witnesses in this proceeding that might have more 

knowledge about this than you? 

A .  No. 

Q. NOW. you are suggesting that the pricing 

for these unbundled elements be no higher than 

total service long run incremental cost; is that 

correct? 

A .  That's correct. 

Q. You were in the costing organization as I 

understand it at some point in your history, so can 

you provide me with a definition of what you mean 

by total service long run incremental cost? 

A.  Basically total service long run 

incremental cost is a forward looking estimate of 

the direct cbsts associated with providing 

particular service. I guess said another way it is 

the cost that the company would forego if they did 

not provide a particular service. 

Q. You said it was a forwarding looking cost. 
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A. 

Q. 

Yes. 

You have no 

future t.ie cost €.IOU 

A. The term of 

opinion about how far in the 

d look? 

the cost study will depend 

upon what your - -  you know, what element or what 
service you're looking at. It's going to depend 

upon how long you think you're going to offer the 

service. It's going to depend, upon the equipment 

you use to provide the service so there's no 

absolute date or time. 

Q .  I didn't mean to cut you off. Are you 

done with your answer? 

A. Yes. 

Q. Well, let me - -  and I'm probably going to 

demonstrate my ignorance here, too. Is it possible 

that in a total service long run incremental cost 

that you would use costs that were based on, say, 

the next generation of switch rather than the 

current generation of switch used to provide the 

service? 

A. I think - -  I think I could imagine a 
situation where you would do that. But if you're 

looking over the term of provi.ding the service, you 

would probably tend t o  look at: the m i x  of switches 

that you would have in place over that particular 
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time. 

Q. Let me ask a different question. Is it 

possible - -  I'm sorry. Let me back up a minute. 

Is it AT&T's position that the telecommunications 

industry is a declining cost industry? 

A. I think as a general rule, that's true. 

Q. Well then, would you agree that if that's 

correct - -  that as a general matter, total service 
long run incremental cost would tend to be lower 

than actual cost incurred today to provide the 

service? 

A .  I don't know that for a fact, Mr. Lackey. 

Q. Well, let's see if we can approach it a 

different way. 

A .  Okay. 

Q. You do agree that - -  that there is a cost 
today for providing basic residential service; 

won't you? 

A.  A cost today ... 
Q. Yeah. 

A .  - -  for providing the service. There is - -  
certainly there is a cost to provide service. 

Q. And will you agree that the cost today is 

based on the network that exists today, the items 

that are in the ground, in the switches and that 
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sort of thing? 

A. For purposes of pricing the service, the 

costs are the forward looking cost of providing the 

service. 

Q. I understand that that's your position. 

A.  Uh-huh (affirmative). 

Q. What I'm asking you albout is the cost - -  
the cost of a residential line today - -  the cost is 
based upon the investment and expenses that are 

made today to provide that service; would you agree 

with that? 

A. Not for pricing purposes, I will not agree 

with that. The accounting costs can be a variety 

of different things, depending upon how you do your 

accounting, whether you've written things off or 

whether you haven't written things off. I don't 

believe the accounting costs aire relevant for the 

pricing decision. 

*. 

Q. Let's - -  let me use a simple example and 
see if we can get to the principle of this issue. 

Let me aek you to assume that today you purchased 

an ice making machine and that you're intending to 

go in the business of making and selling ice. And 

that you purchased the machine today and it cost 

you $100. 
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A .  Okay. 

Q. And tomorrow somebody invents a nice ice 

making machine that can do the same work that yours 

can do. It'll be available in 30 days and it's 

only going to cost $50. 

A .  Okay. 

Q. Under a total service long run incremental 

cost study, it would be the price of the ice 

machine that you could purchase in 30 days that 

would provide the total service long run 

incremental cost; isn't it? 

A. Yes. And for pricing purposes that's the 

relevant cost because if I tried to price the 

service on the old cost, I wouldn't sell anything. 

Q. Okay. But if you priced your ice based on 

that toqal service long run incremental cost of $50 

that we talked about, you wouldn't be able to 

recover the $100 - -  the cost of the $100 machine 
that you'd just purchased; wouldn't you? 

A. I wouldn't be able to recover it if I 

didn't either. The point is I would be better of 

pricing it at the total service long run 

incremental cost because then I would get some 

customers. I would recover some dollars. If I 

tried to price it based on the other cost, I 

. 
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wouldn't get any customers. 

Q. Now, let's leave alone - -  leave aside the 
pricing issue for a moment. Y'OU w 11 agree in my 

little example, though, that t.oday's cost, in my 

example, is higher than the total service long run 

incremental cost of the same service; won't you? 

A. If you - -  You defined the cost as $100 for 
one unit and $50 for the other unit, a $100 is 

bigger than $50. 

Q. So, the answer is, yes, the present cost 

is higher than the total service long run 

incremental cost in my very limited narrow example; 

correct? 

A .  I would agree with that in an accounting 

sense, but not in a pricing sense. The cost is the 

total service long run incremental cost in both 

cases of the forward looking technology. 

Q. Well, you're not a lawyer, are you, Mr. 

Guedel? 

A .  No, Mr. Lackey. 

Q. Pardon me? 

A. NO. 

Q. Okay. Well, good, that saves you line of 

questions. And probably you're entitled to 

congratulations, too. 

05' 
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Well, let's go back to my larger example 

of the telephone company trying to establish the 

same relationship we just talked about with regard 

to the ice machine. 

A.  Okay. 

Q. If, as you maintain or said rather, the 

telephone industry is a declining cost business, 

then it would stand to reason that the cost of 

telephone service today in the sense that I used it 

when I talked about the current cost of my ice 

machine is higher than the total service long run 

incremental cost on that same service; isn't it? 

A .  I don't know the answer to that. I don't 

know what you mean by cost today. If you're 

talking about accounting costs, I mean we really 

don't have a valid comparison. 

Q. Would you call my $100 expense for my ice 

machine an accounting cost? 

A .  I do if you purchased it; yes. 

Q. I'm sorry. If I purchased it what? 

A .  If you purchased it, it is an accounting 

cost. 

Q. Okay. I see. 

L e t  me approach it this way: Do you then 

maintain that the money already expended for a 

05-i 
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telephone plant in Florida represents an accounting 

cost and that cost should not be considered for any 

purpose in connection with this unbundling or 

resale proceeding, rather we eihould be looking at 

future cost, total service long run incremental 

costs which have not yet been incurred? 

A. For the purposes of pricing, that's 

correct. 

Q. If total service long run incremental cost 

is lower than accounting cost, and you based prices 

or you fix prices at total service long run 

incremental cost, can the persion who sells that 

service ever recover his total accounting cost? 

A. I don't know the answer to that. I can 

imagine a situation where he would not. 

Q. Can you imagine a situation where he would 

unless the total service long run incremental cost 

eventually turned upward and e:xceeded the average 

accounting cost of the plant? 

A. Well, in a competitive environment, you 

have a lot 0-f things you can do t o  manage your cost 

and price your services. And if you price your 

services at total service long run incremental cost 

and you are particularly innovative in the future 

vis-a-vis your competitors, then you can recover 
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something in excess of those costs, I would think. 

Q. All right. Let's move to another plane. 

Let's go back and talk about that local loop that 

we talked about some time ago that runs between 

your house and your serving wire center and why 

don't we suppose, just to keep it simple, that it's 

just a twisted pair from your house to the serving 

central office and that there's no loop 

concentrator or multiplexer or SLC, okay? 

A. Okay. 

Q. Do you have any idea what it cost today to 

run such a facility on a per foot basis or any 

other basis? 

A. No, I don't. 

Q .  Do you think the cost of running such a 

loop is going down or going up? 

A. I would - -  I'm really not sure. 

Q .  Why don't we just make an assumption then. 

A. Okay. 

Q. We can address it that way. Let's assume 

that it cost $2,000 to run the pair from the 

central office to your house today. 

A .  Okay. 

Q. I paid a contractor this week to do it and 

it took him a week to put it in, $2,000. 
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A. Okay. 

Q .  Suppose a total service long run 

incremental cost shows that thie cost of that loop, 

if it were put in six months from now, would only 

be $1,000. That's possible; isn't it? 

A. Yes, it's possible. 

Q. If BellSouth charged an ALEC the total 

service incremental cost for that loop, that is, 

based on $1,000, can you tell me how BellSouth 

would then recover the $2,000 investment it has in 

that local loop? 

A. They would not recover the total - -  the 
$2,000 investment, but that is relevant to their 

pricing decision. They made a bad decision. 

Q. All right. Should - -  In that circumstance 
where it cost BellSouth $2,000 to run a loop and a 

new loop could be run for $1,000, what would be 

wrong with giving the ALEC the! alternative of 

paying the $2,000 for the loop or putting in it's 

own loop for $1,0001 

\ 

A .  Pricing your loop on a $2,000 basie is not 

the proper cost to use for pricing the service. 

Q. I understand your position, but - -  but 
what I'm trying to ask you is if BellSouth has 

written a contractor a check for $2,000 and you as 
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an ALEC only want to pay BellSouth a $1,000 for the 

essentially exclusive use of that loop . . .  
A. Right. 

Q. - -  what's wrong with - -  with the existing 
company saying I've got $2,000 in it, you either 

pay me the $2,000 or build your loop for $1,0001 

A. Okay. In a fully competitive environment, 

there wouldn't be anything wrong with that, if it 

wasn't for the fact that BellSouth still possesses 

a monopoly on all those loops out there and that 

the example you give is not universally true. In 

fact, it's not true in very many places at all. 

The pricing situation 

I take that back. It 

will not work for the 

development of compet 

will not work. It will work. 

will work for BellSouth. It 

- -  and user customers or the 
tion. 

Q .  And why do you say that? 

A. Because if BellSouth builds in excess 

contribution into the underlying monopoly services 

that it prices and sells to potential competitors, 

they have advantaged themself in the market place 

by exacting that contribution from their 

competitors. If they price the service at their 

coat, then everybody effectively pays the game cost 

for the service and you can compete in a 
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competitively neutral manner wlith respect to that 

underlying facility. 

Q. But in my example, wouldn't your pricing 

theory essentially require a demand that BellSouth 

eat - -  if I can use that economic term - -  the 
$1,000 difference between what it paid for the loop 

and what the total service long run cost of the 

loop is? 

A. Well, I'm n o t  sure about your term eat. 

In a fully competitive environment, BellSouth would 

never be able to recover the cost you're talking 

about. The only reason they have half a chance of 

recovering that cost is because they have an 

monopoly and they can charge monopoly rents. And 

we don't think that's appropriate. We believe they 

should price their services as they would be priced 

in a fully competitive market so we can get 

competition started, and you shouldn't benefit any 

longer from the virtue of your monopoly. 

Q. Do you know that there's at least a 

possibility that BellSouth will be allowed into the 

interlata toll market at some point in the future; 

isn't there? 

A.  There's a possibility, Mr. Lackey. 

Q. I'm sure we will never agree on the degree 
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of possibility, but there is a possibility. Does 

your position w th regard to the way we ought to 

price our local loop mean that - -  mean that when 
BellSouth comes to AT&T and says, "We would like to 

purchase on an unbundled basis your interstate 

network so that we can compete with you." that 

AT&T's going to be willing to offer up those 

facilities at the total service long run 

incremental cost? 

A. No, but we're talking about two different 

situations. 

Q. I thought you might think that. 

A. We are talking about a situation where 

BellSouth entering - -  and again assuming that the 
opportunity is granted them to enter the inter- 

exchange market, have a variety of options for 

providing interexchange service. There are no 

options to get to that last mile to the customer 

today. BellSouth still has a monopoly, and that's 

why we're prescribing the methodology that we're 

prescribing.- 

Q. Well, Mr. Guedel, if you know, in 1984, 

when MCI didn't have a ubiquitous network or Sprint 

didn't and they had to buy your network €or resale 

purposes, did you sell it to them at the total 

VERBATIM COURT REPORTERS, INC. 
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service long run incremental cost? 

A. I don't know what we sold 

We.. . 
Q. Did you sell it to them at 

watts rates? 

t to them for 

your tariffed 

A. I think probably day one they had the 

option of buying watts from AT&T; yes. I don't 

think we had any other service!s available at that 

point. Today we do. 

Q. Well, today, do you sell any of your 

competitors access to your facilities at total 

service long run incremental cost? 

A .  I don' t know. 

Q. All right. I believe that concludes my 

questions with regard to the 84 docket. I guess, 

Donna, do you have anything for Mr. Guedel in the 

04 docket? 

MS. CANZANO: Staff has no questions. 

MR. FALVEY: This is Jim Falvey for 

MFS and I have no questions. 

(Whereupon, a discussion ensued off 

the record.) 

MR. LACKEY: Could we have your 

appearance then for the .... 
MR. FALVEY: Sure, by all means 

O S 4  
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James C. and my last name is Falvey, F as 

in Frank, a-1-v-e-y. I'm with Swidler & 

Berlin, S-w-i-d-1-e-r and Berlin, as in 

Germany, and I'm on behalf on Metropolitan 

Fiber Systems of Florida, Inc. 

MR. LACKEY: Just one more thing so 

that we'll have no misunderstanding on the 

record. Can you give us an indication of 

when you joined us in the deposition? 

WR. FALVEY: I joined at about three 

minutes after 2 : O O  and to be honest, I've 

been in and out over the course of the 

deposition. 

WR. LACKEY: So, you were here right 

near the beginning of the deposition? 

WR. FALVEY: Yeah. I think you were 

towards the end of the - -  towards the end 
of the general stipulations. 

WR. LACKEY: Then, I suppose that's it 

for the 950984 docket. 

(Whereupon, the foregoing matter was 

concluded at 4:35 P.M.) 

- 0 0 0 -  

m5 
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C L R T I F I (E A T  E 

STATE OF GEORGIA ) 

COUNTY OF NEWTON ) 

I, Brenda C. Davis, Certified Court 

Reporter, and Notary Public in and for Newton 

County, Georgia, do hereby certify that the 

foregoing deposition was taken down by me, as 

stated in the caption; that the foregoing questions 

and answers were reduced to print by me; that the 

foregoing pages 4 through 65 represent a true, 

correct, and complete transcript of the evidence 

given by the witness, MIKE GVPIDEL, who was first 

duly sworn by me; that I am not a relative, 

employee, attorney or counsel of any of the 

parties; that I am not a relative or employee of 

attornen or counsel for any of said parties; nor am 

I financially interested in th,e outcome of the 

action. 

b. 

This, the 22nd day of Deccmber, 1995. 

My commission expires: 
December 12, 1999. 
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BellSouth Telecommunications, Inc. 
FPSC Docket No. 950984-TP 
Witness Scheye Direct Testimony 

Page 1 of 1 
Exhibit RCS-1 

ISSUES LIST FOR DOCKET NO. 950984-TP 

1. What elements should be made available by BellSouth to MFS 
and MCImetro on an unbundled basis (e.g. loop elements, port 
elements, loop concentration, and loop transport)? 

2.  What are the appropriate technical arrangements for the 
provision of such unbundled elements? 

3 .  What are the appropriate financial arrangements for each such 
unbundled element? 

4 .  What arrangements, if any, are necessary to address other 
operational issues? 

._ 
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NEGOTIATION ITEMS 

UNBUNDLING 

- PRICE 
- DIRECTORY ASSISTANCE - LISTINGS 
- COLLOCATION 
- LOOPS AND PORTS 
- NUMBER PORTABILITY - 911 - LINE INFORMATION DATA BASE (LIDB) 
- 800 DATA BASE - SIGNALING - OPERATOR SERVICES 
- POLES, DUCTS AND CONDUITS 
- FORECASTS/TIMING 



i ,  
A. M. Lombard0 
Assistant Vice President 
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Southern Bell 
suite 400 
150 South Monroe Street 
Tallahassee. Florida 32301 

September 9, 1994 

'P.1 
. .'_ x, 

Mr. Ha l te r  D'Haeseleer 
Di rector ,  D iv i s ion  o f  Conunicat ions 
F lo r i da  Publ ic Service Commission 
101 East Gaines St ree t  
Tallahassee, F l o r i d a  32301 

Dear Mr. D'Haeseleer: 

Pursuant t o  F io r i da  Statute 364.05 we & r e  f i i i n g  hdrewith rev is ions t o  
our General Subscriber Service Tar!W. 

\. .: 1 

Following are the af fected pages: 

General Subscriber Service Tar i f€  

Subject Index - Ninth l.,;i$s!,t! ?aBh ii 

L. 

Section A1 - F i f t h  Revised Page 1 

Section A2 - S ix th  Revised Page 14 - Second Revised Page 9 

Section A3 Contents - F i f t h  Revised Page 4 - Or ig ina l  Page 5 
r .. 

Section A3 - Fourth Revised Page 91 - Thi rd Revised Page 91.1 

Section A4 - Seventh Revised Page 3 

The purpose o f  this f i l l n g  Is t o  ln t rodute  Back-up* Llne Servlce. 
Back-up. l i n e  i s  an opt ional  addi t ional  l i n e  service which allows 
business customers t o  f l e x i b l y  expand incoming access t o  t h e i r  business, 
and expand the capaci ty  t o  make outgoing c a l l  s. on an as-needed basis. 

R ~ D A  PUBUC  SERVICE^^ 
DOCK %?,'J~+xHIBIT NO I/ 
WITNESS: -, /g 44 

NO.. 
COMPANY/ @ s& Service Mark o f  BellSouth Corporatlon 

, 
A B.uIs (ur t i  company DATE: 
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Mr. D'Haeseleer -2- September 9, 1994 . -  
- .  ,- 

The fo l low ing  attachments provide addi t ional  supporting and explanatory 
informat ion f o r  the  proposed t a r i f f  revisions: 

Attachment A - Executive Summary 
Attachment B - Service Descr ipt ion 
Attachment C - Technical Informat ion 
Attachment D - Market Informat ion 
Attachment E - Revenue Information 
Attachment F - Cost Information 

Your considerat ion and approval w i l l  be appreciated. 

Acknowledgment, date o f  rece ip t  and au thor i ty  number o f  t h i s  f i l i n g  are 
requested. 
purpose. 

Yours very t r u l y ,  

A dupl icate l e t t e r  o f  t ransmi t ta l  i s  attached f o r  t h i s  

Assistant Vice President - 

Attachments 

Regulatory Re1 a t i  ons 
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EXECUTIVE SUMMARY T- 9 4  - < 9 X 
Introduction 

The purpose of this filing is to introduce Back-up* Line service for business customers. 
Back-up* Line is an optional additional line service which allows business customers to flexibly 
expand incoming access to their businesses, and expand the capacity to make outgoing calls, on 
an as-needed basis. 

Pescriotion of Present Tariff 

No such offering exists in the current tariff. 

f PrQepsed Tan ' ff 

Back-up* Line is specifically designed for customers who experience periodic peaks and 
valleys in calling volumes to and from their businesses, or who need a separate line to send an 
occasional fax, credit verification or other outgoing call when another open line is not available. 

Back-up* Line service is priced at one-half the existing recurring 1FB rate, plus $.OS per 
minute of use for outgoing calls within the customer's basic local calling area, and for incoming 
minutes of use. Usage will not be charged for calls to the Company Business Ofice, Repair 
Service, or Emergency 91 1 Service. Each Back-up* Line c a n  receive overflow calls directly 
fiom only one line or hunt group, without charge, per Back-up* Line. Overflow capability &om 
additional primary lines or hunt groups to a Back-up* Line will be provided on the forwarding 
line at the rate specified in the Rotary Service tariff. 

i_ 

- Technical Information -, 
! 

There are two basic Back-up* Line architectures: 

1) Stand-alone Back-up Lines; 

2) Primary lines (flat, message rated or measured) with overflow to Back-up* Line. 

Examples of service arrangements allowed with Back-up* Line include: 

a) One Primary line with overflow to a Back-up* Line. 

b) More than one Primary line (with sequential hunting between primary lines). 
The last Primary line overflows to a Back-up* Line. 

c) One or more Primary lines (with sequential hunting between Primary lines). The 

*Service Mark of BellSouth Corporation 
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last Primary line overflows to a Back-up. Line. This Back-up* Line may overflow to 
L.. another Back-up* Line 

Central Office software capability to provide Back-up Line is accomplished with 
Enhanced In-WATS Terminating Arrangement (EITA). For the lAESS and 5ESS switch, 
Simulated Facility Groups (SFGs) are also required. 

Market research within the BellSouth region as well as experience in South Central Bell 
states indicate significant demand for Back-up' Line. The target market for this service are those 
small business customers who are looking for an economically priced additional line for 
occasional use. Back-up* Line will meet the needs of small business customers looking for a 
cost-effective, gradual means of migrating to higher h e  sizes as their business grows. 

Revenue Information 

Southern Bell's estimated first year gross revenue for Back-up' Line is $1,788.676.02, 
with a corresponding net revenue increase of $452.188.98 Additional revenue information is 
shown as Attachment E 

Cost Information 

Levelized Resource Cost Methodology was used in the cost study developed for this 
filing. Additional cost information is shown as Attachment F. 

The cost of money used in this study is 12.5%. 

- Conclusios -/ 
! 

Back-up* Line Service is anticipated to be an attractive alternative for small business 
customers looking to expand their services on an incremental basis. By giving these customers a 
management tool to evaluate additional usage, Southern Bell is better able to serve this market 
segment, while generating additional revenues fiom this offering. 

'Service Mark of BellSouth Corporation 
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T-94 - 4 9  1. 
SERVICE DESCRIPTION . 

Back-up' Line is an optional additional line service which allows business customers to 
flexibly expand incoming access to their businesses, and expand the capacity to make outgoing 
calls, on an as-needed basis. The service is specitically designed for customers who experience 
periodic peaks and valleys in calling volumes to and from their businesses, or who need a separate 
h e  to send an occasional fax, credit verification or other outgoing call when another open line is 
not available. 

Back-up' Line service cannot be utilized as the primary business line, and must be 
co-located with an associated business individual line (e.g., IFB or Ih4B). The service is not 
available for use as PBX trunks or ESSXR NARs. A directory listing is not provided, but may be 
purchased separately 

Back-up* Line service is priced at one-half the existing recurring 1FB rate, plus S.05 per 
minute of use for outgoing calls within the customer's basic local calling area, and for incoming 
minutes of use. Usage will not be charged for calls to the Company Business Office, Repair 
Service, or Emergency 91 1 Service. For customers with measured or message rate plans, the 
recurring monthly rate, incoming usage, and outgoing calls within the basic local calling area will 
be priced the same as for flat rate customers. No usage caps or allowances will be applicable. 

The outgoing billing scope, dialing plan, and usage rates will match those of the 
corresponding expanded local calling plan for local calls beyond the customer's basic local calling 
area. For example, a Back-up' Line outgoing call between Orlando and Sanford will be rated at 
10 cents for the first minute of use and 6 cents for each additional minute. Non-sent paid calls 
and other types of outgoing traffic (such as toll, calls to 800 Service, Directory Assistance, N11, 
etc.) will be billed per the existing arrangements and rate structures for each type of call. 

Each Back-up* Line can receive overflow calls directly from only one lime or hunt group 
without charge. Overflow capability from addition&rimary lines or hunt groups to a Backup* 
Line will be provided on the forwardmg line at the rate specified in the Rotary Service tariff. 

Back-up* Line customers are provided a Monthly Calling Activity Summary as part of 
their regular monthly bill. This report includes a monthly count of incoming and outgoing calls, 
minutes of use and associated charges. The call detail idonnabon helps the customer determine 
additional business line needs. Since all incoming usage on the report represents valuable business 
calls previously missed (overflows), the report constantly reinforces the subscriber's Back-up' 
Line buying decision, thus facilitating a maximum location life. 

- 
*Service Mark of BellSouth Corporation 
RRegistered Service Mark of BellSouth Corporation 



L.. 

Southern Bell - Florida' 
Attachment C 
Page 1 of 2 

TECHNICAL INFORMATION T-  9 4  - 4 9 1. 
kchitecture 

The hardware architecture used for Back-up* Line is identical to existing customer 
exchange lines. Back-up Lines are associated in the switch software with the EITAD'BO feature 
in order to record originating and terminating usage. In some switches, Simulated Facilities 
Groups (SFGs) are also required for recording incoming usage on Back-up Lines. 

There are two basic Back-up' Line architectures: 

1) Stand-alone Back-up Lines; 

2) Primary lines (flat, message rated or measured) with overflow to Back-up* Line. 

Examples of service arrangements allowed with Back-up* Line include! 

a) One Primary line with overflow to a Back-up* Line. 

b) More than one Primary line (with sequential hunting between primary lines). 
The last Primary line overflows to a Back-up' Line. 

c) One or more Primary lines (with sequential hunting between Primary lines). The 
last Primary line overflows to a Back-up' Line. TMs Back-up' Line may overflow to 
another Back-up* Line. 

Back-up* Line does not change the existing Signaling in the network. 

VumbenndD ialina Plan 

Back-up* Line does not affect the existing numbering or dialing plan. 

Central office software requirements to accommodate Back-up* Line are associated with 
the ability to generate incoming call and usage data measurements for billing purposes. That 
capability is provided in most switches with Enhanced In-WATS Terminating Arrangement 
PITA). In addition, SFGs are required in the lAESS and SESS. 

The particular feature package and generic required for EITA along with the current 
deployment plans, are as follows: 

*Service Mark of BellSouth Corporation 
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- lAESS Switch: Deployed in all ofices 
Feature Package FF027 
Name - EITA 
Generic Requirement - 1AE8A.07 

- DMSlOO Switch: Deployed in all offices 
Feature Package NTXE43AA 
Name - EITA - TBO 
Generic Requirement BCS 30 

- SESS Switch Limited Deployment 
Feature Package EITARTU 
Name - EITA 
Generic Requirement 5E6 

- Stromberg-Carlson DCO 
Feature Package 241859 (Deployed) 
Name - Two-way AMA For Lines 
Generic Requirement 17.2 

-AND- ' 

Southern Bell -Florida 
Attachment C 
Page 2 of 2 

7 ' - 9 4 - 4 9 1  

Feature Package 24187 1 (Buyout, To Be Deployed) 
Name - Two-way AMA - Eliminate O+/O- Ticketing 
Generic Requirement 17.3 

- Siemens EWSD: Not available at present. 
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T-94- 4 9 1  
MARKET INFORMATION 

Back-up* Line is an additional line service available to individual business lines; its target 
market is the small business customer. However, any business customer may have a need for this 
service and purchase Back-up* Line. The service will meet the needs of any business that 
experiences fluctuations in calling volumes. With Back-up* Line Service, a business can reduce 
the probability that customers reach a busy signal when calling. By utilizing the traffic data on 
their usage on the Back-up* Line, business customers can accurately and efficiently plan the 
expansion and growth of their business. Upgrading to a full rate IFB from a Back-up* Line can 
be accomplished without incurring a Service Order charge. 

Business customers can use the traflic data provided to (determine whether a particular 
advertising campaign is effective. Other potential benefits of Back-up' Line are increased 
employee productivity by utilizing Back-up* Line for occasional fax or modem use, and the 
capability of provisioning additional services such as User Transfer and voice messaging with 
Back-up* Line Service. 

Back-up* Line is substitutionally cross-elastic with other individual line exchange service 
offerings, as well as Hunting, in two ways. First, it can be used as a substitute for existing lines 
with or without Hunting (downward migration) and, depending upon the usage of those lines and 
the location life of the replaced line, may result in a net rebenue reduction. Secondly, Back-up* 
Line can be sold in lieu of what would have been a fully rated new line with or without Hunting 
(forward migration). Again, depending upon line usage, this may result in a net revenue 
reduction. However, based on US West's experience, both types of negative migration will total 
no more than 5% of sales. To discourage substitution of existing lines, a Service Ordering Charge 
is applicable; whereas no charge applies when upgrading from Back-up* Line to a fully rated line. 

with other offerings. First, it provides for a natural digration path to a fully rated exchange 
service line once Back-up* Line usage exceeds the flat rated line break-even point. Ideally, the 
customer will incrementally add the filly rated line and continue to subscribe to Back-up* Line. 
Secondly, Back-up* Line is complementary to the sale of vertical services provisioned on the line 
itself. This would most commonly include Call Transfer or voice messaging service. 

Back-up* Line service will have at least twehmplementary cross-elastic relationships 

By facilitating call completions, Back-up* Line also generates incremental revenue 
through usage and access charges from the call originator. The improved call completions reduce 
network costs as well. 

It should be pointed out that Back-up* Line service provides a "sales save" tool that, if 
used effectively, can far offset any negative cross-elasticity that might be r e d d .  Annually, 
BellSouth business customers disconnect approximately 8 1,000 additional lines (from existing 
service only; not counting account disconnects and moves). A large number of those lines are 
removed because customers do not believe they are utilizing the service enough to justify the full 
price. Back-up* Line is an ideal "sales save" tool for those situations. 

*Service Mark of BellSouth Corporation 
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Back-up Service Cost Study 

Section 1 - Introduction and Overview 

This study develops levelized long run incremental unit costs for Back-up Line Service. Back-up 
Line Service is an optional additional line service which allows business customers the ability to 
receive incoming calls and to originate outgoing calls on demand. This service provides an 
"overflow" arrangement when the customer's primary lines are busy. Back-up Line is specifically 
designed for customers who experience periodic peaks in calling volumes to and from their 
business. As a separate line, the customer has the ability to send an occasional facsimile, modem, 
credit verification or other outgoing call when another open line is not available. 

Cost are developed on a monthly and nonrecurring basis for a three-year study period. The 
results are levelized over the three years using 12.5% cost of money. 

Section 2 - Summary of Results 

Recurring Costs: -/ - 
Cost Element r 

Monthly Cost Per Line - Business Line Services 

Usage Costs: 
Inward Call Per Minute 
Outward Call Per Minute 

Recurring Cost: 
$17.86 

S0.002240 
$0.002168 
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Back-up Service Cost Study 

Section 3 - Description of Procedures 

A. Narrative 

Recurring costs for Back-up Line are costs incurred for the access line associated with Business 
Line Services. The access line cost elements were not developed in this study. The appropriate 
costs are obtained from existing hdamental studies or specific studies performed to support the 
Back-up Line feature. The access line costs include the monthly loop, non traffic sensitive line 
termination and billing The access line recurring cost element also includes nonrecurring volume 
sensitive and non-volume sensitive expenses amortized over the location life of the service. Unit 
costs for nonrecurring non-volume sensitive expenses were developed by dividing the total of 
these expenses over the present worth of expected demand over the three year study period. 

Nonrecumng expenses are onetime expenses that occur as a result of provisioning, installing and 
disconnecting the service. Provisioning the service includes the expense ofthe Right To Use Fees 
@TU) for those ofices that were not equipped with the Enhance In-WATS Terminating 
Arrangement (EITA) feature The RTU fees for EITA feature in the SESS offices are based on 
the recent agreement between Product Procurement Management Service (PPSM) Department of 
BellSouth and AT&T, and then allocated to each state. The provisioning expenses include the 
initial translation work in AT&T central offices to establish the Back-up Line feature. Another 
item included in the nonrecurring expense category is the translation work to activate and 
disconnect individual Back-up lines The work times, obtained From the Network 
Characterization and Cost Information Center (NCCK), were niultiplied by appropriate directly 
assigned labor rate for the technician performing the dork. An ridditional nonrecurring expense is 
the development of the programs and procedures to bill the custiomers for the service. This item 
is calculated by multiplying the program development labor hours by the appropriate directly 
assigned labor rate Advertising and Product Management expenses are also included 
Advertising expenses are provided by Marketing and are a three-year projection. Product 
Management expenses consist of the directly assigned annual Pay Grade 5 manager loaded labor 
rate adjusted by the percentage of the manager's time associated with Back-up Line divided 
equally between the states. 

Usage costs consists of costs per minute for inward calls and outward calls. Inward per minute 
usage costs elements include: setup (including measurement), Call Forward Busy Line on a per 
call basis, Automatic Message Accounting (AMA) recording on a per call basis, Multiline 
Hunting adjusted for the one percent of the lines requiring that feature and conversation. 
Outward per minute usage costs include setup and conversatioe. 
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Back-up Service Cost Study 

Section 3 - Description of Procedures 

B. General Study Assumptions 

The following general assumptions apply to this study: 

Cost of Money = 12.5% 
Planning Period = 3 years 
Economic Life of RTU, trans & billing = 4.5 years 
Location Life = 4.5 years 
Inflation Rate = Labor (1995: 2.9%, 1996: 3.4% and 1!>97: 3.6%) 

Section 4 - Specific Study Assumptions 

A. Deployment Strategies and Sources 

This service will be deployed in the AT&T 1 AESS and 5ESS and the Northern Telecom Inc. 
DMSIOO offices. The Right to Use (RTU) fee for EITA feature in the SESS offices is based on 
the recent agreement between Product Procurement Management Service (PPSM) Department of 
BellSouth and AT&T, and then allocated to each state. Additionally, the decision to deploy 
Two-way AMA feature, required for Back-up Line Service in the Stromberg-Carlson DCO 
offices, had not been made by Network Planning; therefore, that type office was excluded from 

-/ this analysis. I 

All the AT&T offices require what is known as a Simulated Facilities Group (SFG) in order to 
deploy Back-up Line Service. This is a software device used to restrict services based on the 
amount purchased. The SFG simulates physical hardware facilities. The quantity of lines 
purchased is stored in memoly and is used to identify and contrcil the number of simultaneous 
calls for a given service. The SFG, depending on the office type, has a restriction on the number 
of lines that can be assigned to the group. In the 1 AESS office, the capacity is 51 1 lines . In the 
SESS offices the capacity depends on the number assignment of the SFG. SFG's numbered 0 - 
500 can have 1,984 lines assigned and SFG numbers 501 and above can have only 96 lines 
assigned to the group. 

' 
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Back-up Service Cost Study 

A. Deployment Strategies and Sources (continued) 

Since neither a list of SFG assignment numbers nor a forecast of lines by office type was available, 
it was assumed that software translation work would be performed for one SFG in each of the 
AT&T switches. it  is hrther assumed that the forecast of Back-up lines by office type would 
parallel the distribution of Network Access Lines (NALs) by offilce type. Also the forecast of 
Back-up lines would be equally distributed between the offices olf the same type. Given these 
assumptions, the capacity of 51 1 lines per IAESS SFG and 1,984 lines per 5ESS SFG would not 
be exceeded during the planning period. The number of offices were determined from the Local 
Switching Modernization Report dated 511 1/94. 

B. Other Assumptions 

In the development of the cost for the individual line translations, it was assumed that: 1) only 
Back-up lines served by AT&T switches would required SFGs, 2) 80% of the Back-up lines 
would required Call Forward Busy Line translations and 3) only I% of the lines would require 
Multiline Hunt Group translations. The cost development for the Back-up line loop used "Loop 
Is A Loop" methodology. In other words, non service specific loop lenshs, deployment of 
facilities, etc. were used to determine the loop costs for Back-up Service. The Network Costs 
Analysis Tool (NCAT), a computer model developed by Bell Communications Research 
(Bellcore), was used to develop the network usage costs which is, also non service specific cost. 
The usage cost elements of setup and conversation were applied 1:o the Back-up line call 
characteristics to develop a surrogate usage cost. Tfiecall characteristics, provided by Product 
Management, are: 88 calls per month at 2.5 minutes per call. 

Section 5 - Factors and Loadings 

The factors and loadings used in this study are listed below: 

GrossReceiptsTax= 1.0157 

Labor Rates : 
JFC4391= $37.74 
JFC4371= $37.74 
JFC2751 = $28.55 
PGS =346.56 
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Back-up Service Cost Study 

Section 5 - Factors and Loadings (continued) 

Inflation Factors: 
1995 = 1.029 
1996 = 1.034 
1997 =1.036 
Levelized = 1.06222 

Southern Bell - Florida 
Attachment F 
Page 5 of 8 
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BELLSOUTH TELECOMMUNICATIONS, INC. 
FPSC Docket No. 950696-TP 
AT&T's 1st Set of Interrogatories 
August 9, 1995 
Item No. 3 
Page 1 of 1 

REQUEST: What is your most current estimate of the average 
monthly long run incremental cost of providing a local 
loop in Florida? 

RESPONSE: The estimated average long run incremental monthly 
cost for local loops in Florida is $15.97. 

RESPONSE PROVIDED BY: Steve Mitchell 
Director - Economic Costs 
3535 Colonnade' Parkway 
Birmingham, Alabama 35243 

FLORIDA PUBLIC SERVICE COMMISW 
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BELLSOUTH TELECOMMUNICATIONS, INC. 
FPSC Docket No. 950696-TP 
AThT's 1st Set of Interrogatories 
August 9, 1995 
Item No. 4 
Page 1 of 1 

REQUEST: Please explain in detail how the information provided 
in response to interrogatory No.. 3 was developed. 

RESPONSE: See the Florida Incremental 1994 Loop Is A Loop Cost 
Study provided in response to Production of Document 
Request No. 1. 

RESPONSE PROVIDED BY: Steve Mitchell 
Director - Economic Costs 
3535 Colonnade Parkway 
Birmingham, Alabama 35243 



BELLSOUTH TELECOMMUNICATIONS, INC . 
FPSC Docket No. 950696-TP 
AT&T's 1st Set of Interrogatories 
August 9, 1995 
Item No. 9 
Page 1 of .1 

REQUEST: What is your average Total Service Long Run 
Incremental Cost ( "TSLRIC" ) of providing basic 
residential service in Florida? If a TSLRIC estimate 
is not available, please provide this information 
based upon available incremental. cost studies. 

RESPONSE: BellSouth does not conduct total. service long run 
incremental cost (TSLRIC) studies. BellSouth does not 
subscribe to the hypothetical construct of TSLRIC nor 
the building blocks approach that has been connected 
with TSLRIC studies. BellSouth has not studied 
residential loops specifically. Using the LIAL 
(loop-is-a-loop) studies, the incremental cost of 
providing basic residential service in Florida is 
$18.73. The LIAL cost is developed from a random 
sample of loops serving all classes of service 
across the state. Due to the high percentage of 
residence access lines, the sample is heavily weighted 
toward residence lines. 

RESPONSE PROVIDED BY: Lorraine Maddox 
Manager 
3535 Colonnade* Parkway 
Birmingham, AL 352413 
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BELLSOUTH TELECOMMU:NICATIONS, INC. 
FPSC Docket No. 950696-TP 
AT&T's 1st Set of Interrogatories 
August 9, 1995 
Item No. 10 
Page 1 of 1 

REQUEST: What is your average Total Service Long Run 
Incremental Cost ( "TSLRIC" ) of providing basic 
business service in Florida? I€ a TSLRIC estimate is 
not available, please provide tlhis information based 
upon available incremental cost studies. 

incremental cost (TSLRIC) studies. BellSouth does not 
subscribe to the hypothetical construct of TSLRIC nor 
the building blocks approach thiit has been connected 
with TSLRIC studies. BellSouth has not studied 
business loops specifically. Using the LIAL 
(loop-is-a-loop) studies, the incremental cost of 
providing basic business service in Florida is $18.63. 
The LIAL cost is developed from a random sample of 
loops serving all classes of service across the state. 
Due to the high percentage of residence access lines, 
the sample is heavily weighted toward residence lines. 

RESPONSE: BellSouth does not conduct total service long run 

RESPONSE PROVIDED BY: Lorraine Maddox 
3535 Colonnade Parkway 
Birminghm, AL 352413 



BellSouth Telecommunications, Inc. 

AT&T'S 1st Set of Interrogatories 
August 9, 1995 
Item No. 11 
Page 1 of 1 

FPSC Docket No. 950696-TP 

REQUEST: Please provide the average monthly revenue that you 
received per unit of service during 1994 for each of 
the services set forth in Interrogatory No. 1. 

RESPONSE: The average monthly access line revenue per unit of 
service f o r  1994 is as follows: 

Residence Business PBX Trunks ESSX Lines 

1994 $ 9.16 $ 2 1 . 5 0  $ 40.00 $ 1.16 

RESPONSE PROVIDED BY: Tom Walden 
Manager 
675 W. Peachtree St., N.E. 
Atlanta, GA 30375 



STATE OF GEORGIA 

COUNTY OF FULTON 

BEFORE ME, L e  undersigned authority,, personally appeared 

Perry M .  Eller, who being first duly sworn deposes and says: 

That he occupies the position of Maniiqer, Headauarters 

Regulatory and is the person who has furnished answers to these 

interrogatories No. 1 through No. and further says that 

said answers are true and correct to the best of his knowledge and 

belief. 

WITNESS my hand and seal this 28w - day of /?L%&r I 

A.D., 1 9 9 5 .  /-----. 

h rnLJ3&d’Uo 

Notary Public 

State of Georgia 

My Commission Expires: 
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WITNESS: ROBERT SCHEYE 

PARTY: BELLSOUTH 

DESCRIPTION : 
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In Re: Resolution of petition ( 8 )  ) 
to establish niondiscriminatory ) 
rates, terms, and conditions for ) 

companies and alternative local 1 
exchange companies pursuant to ) 

resale involving local exchange )DOCKET NO. 950984-TP 

Section 364.161, Florida Statutes ) 

DEPOSITION OF: 

TAKENAT THE ' 

INSTANCE OF: 

PLACE : 

TIME: 

DATE : 

REPORTED BY: 

ROBERT C. SCHEYE 

THE STAFF OF THE FLORIDA 
PUBLIC SERVICE COMMISSION 

GERALD L. GUNTER BUILDING 
ROOM 362 
2540 SHUMARD OAK BOULEVARD 
TALLAHASSEE, FLORIDA 

COMMENCED AT 3:30 P.M. 
CONCLUDED AT 4:20 P.M. 

DECEMBER 18, 1995 

NANCY S .  METZKE, RPR, CCR 
C & N REPORTERS 
POST OFFICE BOX 3093 
TALLAHASSEE, FLORIDA 32315 

C & N REPORTERS 
REGISTERED PROFESSIONAL REPORTERS 

POST OFFICE BOX 3093 
TALLAHASSEE, FLORIDA 32315 

(904) 385-5501 
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APPEARANCES : 

DONNA L. CANZANO, Senior Attorney, Florida Public 

SCOTT EDMONDS, Senior Attorney, Florida Public 

SUE WEISKE, ESQUIRE, Time Warner Communications, 

Service Commission. 

Service Commission. 

160 Inverness Drive West, Englewood, Colorado 80112. 

LDDS World Comm., Messer, Caparello, Madsen, Goldman & 
Metz, P.A., Post Office Box 1876, Tallahassee, Florida 
32302. 

DOC HORTON, ESQUIRE, AND FLOYD R. SELF, ESQUIRE, 

RICHARD D. MELSON, ESQUIRE, MCImetro Access 
Transportation, Hopping, Green, Sams & Smith, Post Office 
Box 6526, Tallahassee, Florida 32314. 

Peachtree Street, Suite 4300, Atlanta, Georgia 30375. 
DOUG LACKEY, ESQUIRE, Southern Bell, 675 West 

ALSO PRESENT: 

LANS CHASE, FPSC Staff. 

MIKE RITH, FPSC Staff. 

t * * * 
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STIPULATION 

IT IS STIPULATED that this deposition was taken 
pursuant to notice in accordance with the applicable 
Florida Rules of Civil Procedure; that objections, except 
as to the form of the question, are reserved until hearing 
in this cause; and that reading and signing was not waived. 

conversations are with the consent of the deponent. 
IT IS ALSO STIPULATED that any off-the-record 
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- - _ -  P R O C g g g L N g S  

MS. CANWLNO: Doug, I'm sorry, I wasn't 

listening. 

MR. LACKEY: I was just babbling. 

MS. CANZANO: Could you have, is your notary 

present? 

MR. LACKEY: We'll get her back. 

MS. CANZANO: Yes, because this is a separate 

docket, and we need to make sure the records are 

separate. 

MS. MISSAILIDIS: You want me to repeat 

everything again, who I am? 

M R .  LACKEY: Yeah, it's a different record. 

MS. MISSAILIDIS: Okay. This is Kiki, K-i-k-i, 

Missailidis. I'll spell again, 

M-i-s-s-a-i-1-i-d-i-s. Address is 675 West Peachtree 

Street, Room 4300, Atlanta, Georgia, 30375. 

MR. LACKEY: All right. Would you now swear 

Mr. Scheye, please? 

MS. MISSAILIDIS: Yes. Mr. Scheye, do you swear 

that the testimony you are about to give is the truth, 

the whole truth and nothing but the truth, so help you 

God? 

THE WITNESS: Yes. 

MS. CANZANO: Should we also take appearances? 
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MR. LACKEY: Sure. This is Doug Lackey appearing 

on behalf of BellSouth Telecommunications, Inc. I 

have with me the deponent, Mr. Scheye. 

MS. CANZANO: And everyone else? 

MR. MELSON: Richard Melson appearing on behalf 

of MCImetro Access Transmission Services. 

MR. HORTON: This is Doc Horton and Floyd Self on 

behalf of LDDS World Comm. 

MS. CANZANO: And I'm Donna Canzano, and with me 

is Scott Edmonds on behalf of the commission staff. 

Whereupon, 

ROBERT C. SCHEYE 

was called as a witness by the Commission Staff and, after 

being first duly sworn, was examined and testified as 

follows: 

EXAMINATION 

BY MS. CANZANO: 

Q Good afternoon. Please state your name and 

business address for the record, please. 

A Robert C. Scheye, 675 West Peachtree Street, 

Atlanta, Georgia, 30375. 

Q And did you file testimony in the unbundling 

resale dockets, 950984? 

A Yes. 

and 
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Q 

testimonies? 

And do you have any exhibits attached to those 

A I believe so. 

Q And do you agree to the usual stipulations? 

A Yes. 

MR. LACKEY: Do you know what they are? 

THE WITNESS: NO. 

MR. LACKEY: Just a moment I’ll be back with you. 

MS. CANZANO: Okay. 

MR. LACKEY: We’re back, Mr. Scheye agrees to the 

stipulations. 

MS. CANZANO: That’s wonderful. 

BY MS. CANZANO: 

Q Okay. Hi, Mr. Scheye. 

A How are you? 

Q Please explain and define your concept of 

unbundling. 

A Unbundling is defined as providing capabilities, 

for an ALEC in this case, that are part of BellSouth’s 

operations or networks that an ALEC can purchase on a 

stand-alone basis. 

Q In your direct testimony in the MFS petition you 

state that Be:LlSouth does not plan to offer sub loop 

unbundling, loop concentration or connection or unbundled 

loops to unbundled ports; is that correct? 
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A Yes, that is correct. 

Q Why is that appropriate, especially since these 

were specifically requested by MFS and MCI? 

A Basically as stated in testimony, loop 

concentration is not unbundling, it's a stand-alone piece 

of hardware that currently BellSouth does not have and it 

would have to purchase and install someplace. So it's not 

unbundling of capability that already exists. 

In terms of what we call sub loop, there has 

really been no real request for the service. As best we 

can tell, it provide6 some very difficult administrative 

and operational situations that if we were to provide it, 

we right now don't know how we would take care of. 

And in the third instance, the loop and port 

basically, providing those services provides the identical 

functionality of a resold basic local exchange service, and 

to provide it in that fashion would be to invite tariff 

arbitrage and potential discrimination. 

Q Do you mean to say that BellSouth does not have 

any loop concentration devices in its network? 

A NO, I didn't say that. I said what the parties 

have requested would require new hardware that is currently 

not  in BellSouth's network. 

Q In your direct testimony in the MFS petition you 

state that BellSouth's special access local channels should 
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be used as voice grade local loops; is that correct? 

A Correct. 

Q why is this appropriate? 

A Because voice grade special access line provides 

the functional equivalent to a local loop, and to provide 

it under any other terms and conditions, again, would be to 

invite tariff arbitrage or potential discrimination. 

Q MFS witness, Mr. Devine, states that special 

access lines axe not appropriate for local loops because 

they are more than what MFS is requesting because they have 

additional condition and configuration of the circuits and, 

therefore, require a longer installation time as compared 

to the existing local loops. Do you agree or disagree with 

that? 

A I disagree. 

Q And why is that? 

A Because they are a functional equivalent to a 

local loop, can be provided under the same installation 

time frames. 

Q How? 

A How? 

Q Uh-huh. 

A You place an order and we send an installer out. 

It really doetsn't take a whole lot - -  it's not a whole lot 
different. I t ' s  a pair of wires from our office to some 
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location. 

Q 

A 

Then why is it a separate tariffed offering? 

Because special access provides not only 

unbundled loops but a large number of other things that 

carriers currently purchase or end users purchase. 

Q Can you be more specific? What are you referring 

to? 

A Well, special access provides not only voice 

grade, but higb capacity digital services. It provides 

multiplexing capability. It provides transport capability, 

and it is available to carriers and end users alike today. 

Q Then why use that for the local loop then? 

A Because the portion that we're talking about is 

identical to what one would require if one asked for a 

local loop. It's a pair of wires from the BellSouth office 

to an end user's premises, so it is a local loop. It's a 

portion of the overall special access service. 

Q We might come back to that subject. 

A Okay. 

Q Aren't special access lines of a higher quality 

than R-1 service? 

A Not necessarily, no. 

Q Why not? 

A Because they don't need to be. 

Q Why don't they need to be? 
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A Because they are for the 6ame kind Of 

transmission, a voice path from a location to an office, 

so they don't need to be any different. 

Q AT&T's witness, Mr. Gadell (phonetics), states in 

his testimony that AT&T has identified 11 components for 

basic network functions which may be effectively and 

usefully unbundled. 

A Yes. 

Q Do you agree with that or not? 

A I think if I recall, I don't have it in front of 

Are you familiar with this testimony? 

me, that Mr. Gadell (phonetics) seemed to have sort of a 

mish-mash of some interconnection capability and some 

unbundling capability sort of thrown in there together, but 

I think in general where we could determine what Mr. Gadell 

(phonetics) was asking for we would be in agreement. There 

were several items mentioned that seemed to be generic 

statements about access to data bases, et cetera, that it's 

not clear what: he was looking for, but - -  so I can't answer 
to that specific, but in general, if you distinguish 

between unbundling and interconnection, those capabilities 

that he describes in general would be made available. 

Q In your direct testimony in the MFS petition, you 

state that Bel.lSouth's initial focus has been to develop 

unbundled capabilities essential to offer basic exchange 

services; is that correct? 
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Yes. 

Is it your understanding that the - -  doesn't the 
statute state that upon request each LEC shall unbundle all 

of its network features, functions and capabilities, 

including access to signaling data bases, systems and 

routing processes and offer them to another 

telecommunications provider requesting such features, 

functions or capabilities for resale to the extent 

technically and economically feasible? 

A Ye6. 

Q So how can BellSouth limit its unbundling to 

basic exchange type services if other technically and 

economically feasible network features, functions and 

capabilities have been requested? 

A As far as I know there has nothing been requested 

that meets the definition that you explained that we're not 

offering or plan to offer. 

Q Or plan to offer? 

A 

Q 

it? 

Yes, because we don't offer any of those today. 

It doesn't say currently tariffed services, does 

A No, we don't have a E C s  in business yet, so we 

haven't filed the tariffs for those items. When we do file 

the tariffs for those items and as they are outlined in the 

stipulation and agreement that we have with five parties, 
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we have met th.e intent that you've described. 

Q If the commission orders it, then would you 

tariff those Eiervices? 

A I don't know which services you are talking 

about. 

Q The unbundled services requested? 

A I believe we plan to offer all the unbundled 

services that are requested, for example, signaling. We 

offer - -  we will plan to offer on an unbundled basis 
signaling just: as you stated in the legislation. 

Q Are you going to unbundled ISDN loops? 

A If we can do it on a technically feasible basis, 

yes. We still have that under study. 

Q Are you familiar with the agreement between 

BellSouth and FCTA and others? 

A Yes. 

Q Does the agreement state that the unbundled local 

loop will be BellSouth's tariff special access rate? 

A I believe it does, yes. 

Q To date who has signed the agreement? 

A Besides BellSouth, Florida Cable Association, 

Continental Cinble, Time Warner, TCG and Intermedia. 

Q Are there a number of cable companies that have 

signed the agxeernent? 

A Yes, most of which - -  Florida Cable represents a 
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large number of cable companies. 

company. 

Time Warner is a cable 

I believe Continental Cable is a cable company. 

Q And what about ICI? 

A I don't believe they are a cable company. 

Q For those that are non-cable entities, are they 

planning - -  to your knowledge are they planning to offer 
residential service? 

A I have not asked them that. 

Q . Do cable companies have facilities to residential 

end users? 

A I think you would have to ask them. I don't know 

what they have. I assume they do. 

Q And that is based on - -  What is your assumption 

based on? 

A That they currently provide service to 

residential so I assume they have facilities to 

residential. 

Q In your opinion would cable companies have less 

of a need to purchase unbundled local loops, special access 

from BellSouth for residential service? 

A I think that is up to the cable company. They 

can purchase the same thing anybody else can once it's 

unbundled. 

Q But in your opinion would they have less of a 

need to purchase? 
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A NO. 

Q Why do you say that? 

A Because I don't know that they do have a lesser 

need. 

or any other party what their particular need is. 

They have not told me, nor have I pursued with them 

Q Did you just reply to one of my earlier questions 

that you think they already run cable to the house? 

A Yes, but I don't know if they will use that cable 

for their telecommunications services. I haven't asked 

them that. 

Q In your opinion would non-cable telecommunication 

companies suclh as MFS or MCImetro have a greater need for 

local loop facilities? 

A I don't know that. 

Q What is your probability of a guess? 

A 50/50. 

Q Do 'you think that this might be - -  excuse me, for 
whoever is talking in the background. 

A It'8 not here. 

Q I know it's not. There are a number of entities 

connected in. 

MR. LACKEY: Donna, it sounds like a paging 

system in the background. Let's just give them a 

second and see if it goes away. 

Q Okay. I'll continue because we are almost 
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through. 

why such entities like non-cable telecommunications 

companies have not signed the agreement? 

A A non-cable company has signed the agreement, 

Do you think that this is a significant reason 

Intermedia. 

Q What about others like MFS and MCImetro? 

A No, they have not signed it. 

Q Why do you think they haven't signed it? 

A I think that queetion would be better addressed 

to them. 

Q 
A Yes. 

Q What are some of the areas of contention? 

Have you negotiated with them? 

MR. LACKEY: Wait a minute. Stop for a minute 

please, Donna. 

MS. CANZANO: Okay. 

MR. LACKEY: I have a small problem here. To the 

extent that these negotiations have been settlement 

discussions, I don't know that it's proper or 

permissible. 

evidence to discuss them at this point. 

Certainly they wouldn't be admissible 

MS. CANWLNO: Can we discuss areas of contention? 

m. LACKEY: Let me think about that just for a 

minute. And I'm not trying to keep anything from you, 

I'm just - -  you know, we been having negotiations with 
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people, and what goes on in those negotiations is 

supposed to be inadmissible and not something we are 

supposed to use against each other. 

I'm going1 to go off line for a moment and talk to 

Mr. Scheye and see how we can get the information yo1 

want without running afoul with that. I'll be right 

back with you. 

Let me just - -  

MS. CANZANO: Okay. 

MR. LACKEY: Mr. Scheye has just pointed out an 

obvious. We have an MCImetro attorney on line with 

us. If MCImetro has no objection to us sharing 

Mr. Scheye's views of the - -  or the answer to the 
question vis a vis, or with respect to MCI, we have no 

such objection. 

M R .  MELSON: I don't think we have a problem, 

Doug. 

MR. LACKEY: Okay. Well, with that then, I'll 

ask Mr. Scheye if he can address specifically the 

issues they had with MCImetro as he remembers them 

only, not: with regard to the other carriers not 

present. 

BY MS. CANZANO: 

Q Okay. Just with MCImetro, and really what I'm 

after is just the areas of contention if it's possible. 

A Because we have not signed an agreement, 
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obviously, I would have to say that in one form or another 
universal service, a local interconnection, number 

portability rates and a local loop are probably all still 

in question. 

Q Now I don't know how much detail you feel 

comfortable saying, but with regards to unbundling 

specifically what is a problem? 

A Again, assuming that the attorney for MCI doesn't 

mind me answering. 

Q Right, and this is in your opinion. 

A Right. 

THE WITNESS: That acceptable? 

MR. MELSON: Yes, go ahead. 

A Okay. We have spent some time going over some of 

the details of some of the various services. Certainly the 

question of local loop and concentration are still at 

issue. I won't, if they are in contention, we haven't 

really discussed them in enough detail to know at this 

point, at least in my opinion, whether we could reach 

agreement on an overall package or not. 

Q Of the parties that have signed the agreement, 

have any of them requested unbundled loops? 

A Again, there has been no indication to me about 

any specific services that they would order or not order. 

To the extent that unbundled loops have been included in 
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the list of items described, certainly it is conceivable 

that some or all1 those parties could end up purchasing an 

unbundled loop. 

Q 

agreement? 

You're saying the parties that have signed the 

A Yes. I think that was your question, wasn't it? 

Q Right. I just wanted to check and make sure. 

MS. CANZANO: Well, staff has no further 

questions: 

THE WITNESS: Thank you. 

MR. LACKEY: Rick? 

MR. MELSON: Yeah, I've just got a couple. 

EXAM INAT I ON 

BY MR. MELSON: 

Q One of these I asked you before, but I'll ask you 

again because it's a different deposition. Were you 

present during the deposition of Nina Cornel1 earlier 

today? 

A I was in and out. 

Q All right. Has Southern Bell done any studies of 

the cost of local loops? 

A Not that I ' m  aware of. 

Q Would you be aware of them if they had been done? 

A Not necessarily. 

Q So in developing your proposal that unbundled 
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loops be priced at special access, you did not refer to any 

cost studies that may or may not have been done by Southern 

Bell? 

A No, since I'm not aware of which ones may be 

available, that's correct. 

Q All right. Could you tell me what you mean by 

the term "loop concentration"? 

A What I mean by it, it has been described to me 

as - -  maybe it's simplest to do an example, that if 96 
individual loops were brought into a piece of hardware, 

we'll call a concentrator, that those 96 loops could be 

then, quote, concentrated and only 4 8  equivalent pairs 

would come out the other side. So we'd take 96 and break 

it down into, say, 4 8  or some lower number. 

Q And to your understanding how does loop 

concentration differ from multiplexing? 

A In multiplexing, as I understand it, and please 

recognize that I'm not a technical person, for example in a 

multiplex case we would take a DS-1 service that has 24 

equivalent voice grade capabilities and break it into that 

24 voice grade capabilities, not a different number. 

Q Does BellSouth use loop concentration in its 

network today? 

A Yes. It's my understanding we do, yes. 

Q And where in your network is that functionality 
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used? 

A It'is somewhere in between the central office and 

obviously the customer's premises. 

Q And is it my understanding that BellSouth does 

not intend to offer loop concentration as an unbundled 

function to ALECs? 

A It is BellSouth's position that the type of 

concentration requested by parties in this proceeding is 

not unbundling.by that definition because in order to 

provide it, BellSouth would have to purchase different 

types of hardware than we currently use, install that 

hardware somewhere in our central office to dedicate that 

hardware to the particular carrier in question. BellSouth 

has not said that it will not provide the service, it said 

it was not included under its definition of unbundling. 

Q Would you permit an ALEC to place loop 

concentration equipment in collocation space? 

A Currently the rules on collocation do not permit 

the collocating of a switch or a switch equivalent. A 

piece of concentration hardware like we are describing 

technically meets the definition of a switch. 

for BellSouth to do that, we would have to consider 

modifying those definitions. 

So in order 

Q And do you intend to seek those modifications, or 

do you intend to oppose them? 
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A I believe that the safest way or the clearest way 

to say that is, and it's similar to the intermediary 

function we were talking about in the other proceeding, 

BellSouth is looking for a comprehensive package that has 

logical financial and technical arrangements in it, to the 

extent that that kind of accord can be reached with 

carriers and BellSouth has the incentive to try to meet any 

and all demands of those carriers in such a fashion that is 

proper for both them and us. 

capability as collocation, introduces aome technical issues 

that currently have not been fully explored and would have 

to be explored before I could answer that specifically. 

Q So the answer is you don't have a position at 

Providing switching 

this time? 

A The current position is it's currently not 

allowed and we would have to reconsider what the current 

policy on collocation would be in order for us to allow 

that and we have not made that determination. 

Q In your testimony you talk about handling future 

unbundling requests using the open network architecture or 

ONA model; is that correct? 

A Yes, sir. 

Q Has Southern Bell to date applied the ONA model 

to unbundle network capabilities in Florida? 

A I'm not - -  because I'm not responsible for ONA, I 
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can't answer t:hat question for you. I don't know. 

Q Give me just a minute here. 

MR. MELSON: I think that's all I've got right 

now. Thank you. 

MR. LACKEY: Thank you, Rick. 

Who is next, anybody? 

MR. HORTON: Doug, this is Doc. I don't have any 

questions. 

MR. IiACKEY: Okay, Doc. 

MS. WEISKE: This is Sue Weiske of Time Warner, I 

have a couple. 

MR. LACKEY: All right. 

EXAMINATION 

BY MS. WEISKE: 

Q Mr. Scheye, do you believe that Time Warner 

(inaudible) as to the pricing of a loop at a special access 

rate says anyt.hing as to imputation? 

A I'm sorry, ma'am, could you repeat it? Something 

sort of did crackling in between your question. 

Q Sure!. Do you (inaudible) - -  

THE COURT REPORTER: Could you start your 

question again? 

Q -- the stipulation that was signed between Time 
Warner and Bel.lsouth addresses whether a special access 

rate for an unbundled loop has to be imputed or not? 
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MS. CANZANO: Excuse me, could you repeat the 

question because the court reporter didn't get it? 

Q I'll try it for the third time. 

A Okay. 

Q Do you believe that the stipulation agreed to 

between BellSouth and Time Warner as to pricing an 

unbundled loop at the special access rates addresses the 

issue of imputation? 

A You ijroke up again. 

MR. LACKEY: Wait a minute. This is Doug 

Lackey. You've broken up again, but as we understand 

the question, you're asking whether the stipulation 

that Time Warner joined in with BellSouth regarding, 

contains anything regarding the imputation of the 

special access line rate? 

MS. WEISKE: That's correct. 

MR. LACKEY: They are looking at it right now. 

Just a moment, please. 

A There i s  reference to it, and I don't recall 

precisely what it says. 

MR. LACKEY: Just a moment, let us look at it. 

You can probably give me the reference quicker A 

than me looking it up. 

BY MS. WEISKE: 

Q I don't have the stipulation. I don't have a 
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final of it in front of me. I was just asking the 

question. 

A Okay. All right. 

MR. LACKEY: All right. Well, just a minute 

then, and we'll look at it. 

MS. WEISKE: Thank you. If you want I can try 

this a di.fferent way. 

M R .  LACKEY: We are looking - -  

A I'm just trying to find it. It's in here 

someplace, and I've just got to remember where. 

MR.  LACKEY: Just give us a minute to look at 

it. We might at well find it directly. We'll be 

right back with you. 

M R .  LACKEY: We're not sure we fully have the 

right agreement right here in front of us. Why don't 

you try asking, getting at it another way, and let's 

see if we can resolve it. And I'll try to find 

somebody who can locate it fo r  us in the mean while. 

MS. IdEISKE: Okay. 

BY MS. WFSSKE: 

Q If it is true that the stipulation is silent to 

the imputation of the special access rate, what is 

BellSouth's intention as to whether they will impute that 

rate into their local exchange rate? 

A It's not silent to it. It speaks to it. We are 
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just trying to find it. 

Q So it's your belief that the stipulation has a 

particular approach as to imputation of the special access 

rate? 

A Yes. 

Q Well, then you are going to have to find the cite 

for me. 

A That's what we're looking for. 

. M R .  LACKEY: In that case you all just hold on, 

and we'll be back as soon as we can find the right 

COPY * 

We have found the right agreement. We have so 

many of them we were confused, but we are looking 

through it right now, and as soon as we find it we'll 

be back 

MS. WEISKE: Thank you. 

M R .  LACKEY: All right. We are back with you. 

A On Page 11 of the agreement it says: 

"The parties agree that the 

issue of imputation of LEC, 

unbundled service prices into its 

retail rates is not addressed by 

the stipulation of the agreement 

and that the ALECs reserve their 

right to further address imputation 

j.. , .. . .. 
UA J 
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fox these services, including 

unbundled local loops." 

MS. CANZANO: Excuse me, is that Mr. Scheye 

speaking? 

A Yes, ma'am, I'm sorry. Yes, it was me speaking. 

BY MS. WEISKE: 

Q Is it fair to say then that Time Warner may - -  
as to imputat.ion of the special access rate was not 

determined by the stipulation? 

A Yes, ma'am. 

Q Can you - -  Are you the right witness - -  maybe I 
should start t.he question that way - -  to discuss with me 
what BellSouth does intend to do about imputation of the 

special accesm rate? 

A I believe what we have said is that under an 

imputation standard if it were to be applied to BellSouth, 

what would be determined is that BellSouth is in fact 

meeting its public policy objectives as they have been 

ordered by the Commission, so it's probably not going to be 

overly revealing to anyone. And I believe I stated that in 

testimony in one of these proceedings, and I don't recall 

which one. 

Q So I guess what I'm getting at is the specific 

imputation metlhod that BellSouth intends to use with this 

process, is that a question I should be asking of you or of 
O? I 
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Witness Banerjee? 

A I think you should ask me, and I would say that 

we have not determined that yet. 

Q So you don't yet know for example if you view a 

special access loop as an essential feature, function or 

service? 

A I mean we assume it to be an essential feature 

from the definition of unbundling and, therefore, we plan 

to offer it; but I don't know that that is getting to your 

point about how we would plan to impute it. 

Q But you would view it as essential in terms of 

how you would apply imputation? 

A I'm not sure what that means. 

Q Would you view it as a bottleneck monopoly input? 

A Absolutely not. 

Q Using the term "essential" when you say you view 

it as essential? 

A I don't assume it to be a monopoly bottleneck 

facility. If that is your definition of essential, then 

your answer would be no. 

Q Well, what might your definition of essential be 

if you can answer the question? 

A I was referring'to it from the standpoint of 

essential from - -  a carrier may request of BellSouth as 
part of unbundling, so I was misconstruing your definition. 

00 .. ." d 
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Q And I understand your answer now. Thank you. 

If ,the Commission would determine that an 

unbundled loop is an essential service as I have defined 

it, do you have a specific response then as to how you 

would intend to apply imputation? 

A No, I'm sure it would have to be in response to 

whatever the Commission ordered. 

Q You couldn't tell me whether you'd be imputing 

the rate, for example, that would be charged to a new 

entrant versus imputing the cost of the total service 

long-run incremental charge? 

A No, I can't answer that because I don't know how 

we would do it. As I said, I think it would simply reveal 

that we have met our public policy requirements regardless 

of which way we did it. 

Q Do you believe that the special access rate that 

is in place today for an unbundled loop is above the 

current local exchange rate for residential service? 

A I think that's comparing an apple and an orange. 

Q Do you know what the special access rate is today 

for an unbundled loop? 

A I believe in Florida for a voice grade channel 

it's about 21 dollars. 

Q Do you know what the current local exchange 

residential rates are approximately? 
0.3 .I 
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A The rates in Florida as any other place include a 

rate for basic service. 

distance, for ancillary features and function, touch tone, 

They include rates for long 

et cetera. I think the aggregate of that number is the 

average rate. 

Q Is that average rate below the rate you just gave 

me for a special access loop? 

A I would doubt it. 

Q Do you know if I ' m  a basic exchange residential 

rate payer today in Florida without purchasing call 

waiting, et cetera, what my current local exchange rate it? 

A I believe it's about nine dollars. 

Q And the same question, if I'm a business user, do 

you know what my rate is? 

A I believe it's about 30 dollars. In both cases 

you have to add the subscriber line charge, the FCC 

subscriber line charge to those numbers. 

Q Of 3.50? 

A 3.50 and six dollars, yes. 

Q Okay. And I apologize, finally what did you say 

earlier the special access rate for unbundled loop was, 

about 16 dollars? 

A I think it's 21. 

Q Is it fair to say that if you were going to offer 

local exchange service using a special access unbundled 
03 .; 
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loop you would1 need more than just the loop to offer 

service? 

A Yes. 

Q Can you tell me what those other elements might 

be that you would need to offer the service? 

A Well, you certainly need to be able to switch it 

Q So you need some switching? 

A Yes. Depending on how you plan to offer the 

service, you might want some directory capability. You 

might want 911 capability, signaling capability, those 

types of things. 

Q Would you want billing and collection? 

A Want billing and collection, I would assume if 

you want to bill your customer, yes. 

Q 
A Possibly. 

DO you want operator services? 

Q Do you think it would be fair to say that if you 

were purchasing all those elements from BellSouth today at 

current rates t:hat you would probably be above the local 

exchange rate for residential users on average? 

A Above. the local - -  Again, what are we going 

to call the - -  I don't know the local exchange rate you're 

going - -  If you are talking about nine dollars, yes, it's 

above nine dollars, but that's not the amount of revenue we 

collect from our residential customers. 
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might be? 

A I honestly do not know what it is. I'm sure 

it's - -  It's well above nine dollars. 

Q Do you think it's well above 21 dollars? 
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A No, I don't 

MS. WEISKE: That's all I have. Thank you. 

THE WITNESS: Thank you. 

MR. LACKEY: Is there anybody we've missed or 

any additional questions anybody would like to ask of 

Mr. Scheye? 

(NO RESPONSE) 

(WHEREUPON, THE DEPOSITION WAS CONCLUDED) 

* * 
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CERTIFICATE OF DEPONENT 

This is to certify that I, ROBERT C. SCHEYE, have 
read the foregoing transcription of my testimony, Page 1 
through 32, given on December 18, 1995 in Docket Number 
950984, and find the same to be true and correct, with the 
exceptions, and/or corrections, if any, as shown on the 
errata sheet attached hereto. 

ROBERT C. SCHEYE 

Sworn to and subscribed before me this 
day of I , 19 

NOTARY PUBLIC 
State of 
My Commission Expires: 

. 
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STATE OF FLORIDA ) 

COUNTY OF LEON ) 
CERTIFICATE OF REPORTER 

I, NANCY S. METZKE, RPR, CCR, Certified Shorthand 
Reporter and Registered Professional Reporter, 

DO HEREBY CERTIFY that I was authorized to and 
did stenographically report the foregoing deposition of 
Robert C. Scheye. 

I FURTHER CERTIFY that this transcript, 
consisting of 32 pages, constitutes a true record of the 
testimony given by the witness. 

I FURTHER CERTIFY that I am not a relative, 
employee, attorney or counsel connected with the action, 
nor am I finarlcially interested in the action. 

DATED this 22nd day of December, 1995. 

CI i 
NlbICY S. MEl'ZKE, RPR, C@ 



BELLSOUTH Telecommunications, hc. 
Docket No. 950984-TP 
Staff's 1st set of Intaroguories 
Decanba 12,1995 
ItanNo. 1 
Page: lof  1 

REQUEST Plu# provide a d d e d  outlinc of your proposed unbdlin~reaale agreements 

Have the parties agreed on my specific items: Ifm, what items? 

Whai specific i t a  remain at h e ?  

Of the i t a  that remain at isaue, which d d  BellSouth characterize 8s 
contentious? 

with MFS-FL rad MClwtro. 

a. 

b. 

C. 

RESPONSE: BellSouth currently does not have an agreement with either MFS or MCI 
metro. An agreement, however, has bem signed with several other parties 
in Florida. 

a. The parties continue to work toward agreement on as many issues 
as possible. 

Until,an agrnment is signed the parties rwpniZe that no item is 
tinahzed. Therefore, dl items are at issue. 

BellSouth would not charact& any specific issue as contentious. 
All issues are open for discwsion. 

b. 

c. 

INFORMATION PROVIDED BY: Robat Scheye. Director - Strategic Management 
1 lAl5 SBC 
675 W. Peachtree St., N. E. 
W G A  30375 
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Atknt;r, ,  Georgia 30375 
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Director 
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BELLSOUTH Td~mmuuiutions, Inc.. 
Docket No. 950984-TP 

Dccuntw 12,1995 

Page: 1 of 1 

SUfpS 1st Sa Of htm@tO&S 

Item No. 4 

REQUEST: If you were able to Weotiye au u r h d b g  md nrrle anaqaneat with MFS-FL 
rod MCkneao, how aaon would you be able to provide the &ce to MFS-FL 
rodMCImetro? 

RESPONSE: While this mry depend on the specific item in question, BellSouth belims that 
it could provide these capabilities within the first quuta of 19%. 

INFORMAnoN PROVIDED BY: Robert Scheye, Director - Strategic Managrmmt 
llA15 SBC 
675 W. Peachtree ST., N.E. 
Atlanta, GA 30375 



BELLSOUTH TelscommUniUtions, hc.  
Docket No. 9509WTP 
Staff's lat set of intarogrtoriea 
Decemba 12, 1995 
ItsmNo. 5 
Page: 1 of 1 

RESPONSE: BellSouth has reached agreements with several ALECs who appear to be 
similarly situated as MFS and MCI. Therefore, BellSouth believes thu 
these two carriers quid  also agree. 

INFORMATION PROVIDED BY: Robert Scheye, Director - Strat@ MMagemmt 
1 lAl5 SBC 
675 W. Peachtree St., N.E. 
Atlanu,GA 30375 



BELLSOUTH TdecorrymUniCati~, Inc. 
DocketNo. 950984-TP 
s t a s  1st Sa of lxltmpt0ric.s 
JlSemba 12.1995 

Page: 1of1 
Item No. 6 

REQUEST: Docs BellSouth have my unbundling d o r  d e  with any 
dtemtive access vendor or &eraatin Id exchange compmy or cquinlent 
entity in other juniadictioas? 

RESPONSE: No. 

INFORMATION PROVIDED BY: Robat Sch~ye. Director - Stntegic MMagement 
l lAlS SBC 
675 W. Peachtree St.. N.E. 
AtlanlqGA 30375 



BELLSOUTH Tet~mmuniutions, Inc. 
Docket No. 950984-TP 
stsfps 1st Sa of Interrogatories 
Decanba 12,1995 
Item No. 9 
Page: 1 of 1 

REQUEST: What specific clanents of BellSouth's network should be d e  available 
to MFS-FL and MCImetro on UI unbundled baais? 

RESPONSE: BellSouth believes that the sane network elements made available to the 
Florida Cable Tel~mmunications Association, Inc. in the attached Stipulation 
and Agreement shoyld also be made available to MFS-FL md MCImetro. 

INFORh4ATION PROVIDED BY: Robert Scheye, Director - Stntegic Management 
11A15 SBC 
675 W. Peachtree St., N.E. 
Atlanta, GA 30375 



BELLSOUTH Tdecomrrmnications, hc. 
Docket No. 950984-TP 
SWS 1st set of Intarogatories 
Decrmba 12, 1995 
ItanNo. 10 
Page: 1 of 1 

REQUEST: Please provide diagnnu illUanting the variow unbundled network elanenu 
i d e a l  in rerponse to Strfps Interrogatory No. 9. 

RESPONSE: It is not clear w&t type of dhgnuns can describe the unbundled features. 
The description included in the Stipulation and Agreement attached to Item No 
9 should be adequate to explain these capabiities. 

INFORMATION PROVIDED BY: Robert Schqe, Director - Strategic Management 
1 lAlS SBC 
675 W. Peachtree St., N.E. 
Atlanta,GA 30375 

1. 



BELLSOUTH Td~~lmunications, bc. 
Docket No. 950984-TP 
S W S  1st sa of Interrogatories 
Decealk 12,1995 

Page: 1 of 1 
Item No. 1 1  

REQUEST: What am the appmphte techniul u~gmrcnts for the provision of each 
unbundled element i d d e d  in the respoare to StatPs IntaroeUory No. 9? 

RESPONSE: The descriptions provided in the Stipulation and Agrement attached to 
Item No. 9 describe these technical arrangements. BellSouth recognizes 
that there will be additional operational iasues that will need to be worked 
out between the parties in addition to those stated in the Stipulation. With 
this in mind, BellSouth commits to work cooperatively with the ALECs in 
order to resolve issues as they arise. 

INFORMATION PROVIDED BY: Robat Scheye, Director - Strategic MMllgement 
l lAlS SBC 
675 W. Peachtree St., N.E. 
Atlanta, GA 30375 



BELLSOUTH Telec~mmuniutio~, Inc. 
Docket No. 950984-TP 
S W S  1st Set of Intcrrogrtoriea 

Page: 1 of 1 

12, 1595 
ItemNo. 12 

REQUEST: What an the app~~priatc h a n d  amaguncnta fbr ach unbundled elanent 
idemified in the mponse to StafPs Intmgatory No. 97 

RESPONSE: To avoid tariffarbitpge and potential discrknination, thwe features should be 
provided at current tariff rates where those services Jnrdy exist. Where 
they do not, the rates must cover the appropriate costs and include a 
reasonable contribution. 

INFORMAnON PROVIDED BY: Robert SChqe, Director - Strategic -CHI& 

1 lAl5 SBC 
675 W. Peachtree St., N.E. 
Atlanta, GA 30375 
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BELLSOUTH T e l e c o m m u a c ~ i o ~  hc 
Docket No. 95098eTP 
S W r  1st set of Interrogatoria 
December 12,1995 

Page: 1 of 1 
ItemNo. 13 

RESPONSE: As stated in the response to Itcm No. 12. BellSouth believes in using 
existing tariffrates for those services or features which already have an 
equivalent tariffed senice. For m p l e ,  for the unbundled port, BellSouth 
proposes to use the'existing wage rate for Shared T m t  Service ( G a d  
Subscriber Service Tariff Seaion A23). For the monthly rate element for the 
PBX port, BellSouth proposes a rate set at the existing weighted average 
NAR rate in Sections A3 or the General S u b m i  Service T d .  

INFORMATION PROVIDED BY: Robert Schcye, Director - Strategic Maaagcrhcnt 
1 lAl5 SBC 
675 W. Peachtree St., N.E. 
Atlanta, GA 30375 

. .  



BELLSOUTH Tdeemmuidons, h c .  
Docket No. 950984-TP 
s t d s  1st set of htmgatories 
Dscember 12,1995 

Pqc: 1 of 1 
ItemNo. 14 

RESPONSE: The existing Special Access tariff provides a haionally quivdat 
unbundled local loop. To provide the same suvice at a different price would 
lead to potential tariffarbitrage ador discriminston. 

INFORMATION PROVIDED BY: Robert Scheye, Director - Strategic Management 
1 lAl5 SBC 

Atlrrata.GA 30375 
.675 W. Peachtree St., N.E. 



BELLSOUTH Telecommunications, hc. 
Docket No. 950984-TP 
stafps 1st set OfIntarOgatOries 
Dtcanbsr 12,1995 
ItanNo. 15 
Page: 1 of 1 

RESPONSE: h response to Item 9, BellSouth has d e s c r i i  the features it anticipates offering 
to ALECs. Bcca& several ALECs have agreed to these item. it would 
appear that these should m a t  the ne&, at least initially, of JI ALECs. 
BeUSouth also proposes using an ONA type proces~ to evaluate additional 
requests for unbundled featwes. 

INFORMATION PROVIDED BY: Robest Schcye, Director - Strategic Management 
l lA l5  SBC 
675 W. Peachtree St., N.E. 
Atlanta, GA 30375 



BEUSOUTH Tdeccmununications. hc.  
Docket NO. 950984-TP 
strtps lat Sa of htarogatories 
Deccmba 12,1995 
ItsmNo. 16 
pies: 1of1 

RESPONSE: BellSouth cowiiders these carriers as rltanative local exchange carriers. 
The term co-carri& has typically been used to deacribc some historical 
arrangements that apply to non-competing carriers who operate only in 
unique franchised areas, and who have Unived Service and Carrier of 
Last Reson responsibilities. 

\. 

INFORMATION PROVIDED BY: Robert Scheye, Director - Strategic Managemmt 
1 lAl5 SBC 
675 W. Pesdm# St., N.E. 
Athta, GA 30375 



BELLSOUTH Tdmacat ions ,  Inc. 
Docket No. 950984-Tp 
strfps 1st Sa of Intarogatones 
Dccmrba 12,1995 
ItemNo. 17 
Page: 1 of 1 

REQUEST Das BdSoutb currently * tarifb with the Florida Public service 
ConrmisSion that contlin use and user ratrictionS? 

RESPONSE: Yes. 

INFORMATION PROVIDED BY: Robert Scheye, Director - Strategic Management 
llA15 SBC 
675 W. Peachtree St., N.E. 
Atlama,GA 30375 
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BELLSOUTH Tdec~mmunic~ions, Inc. 
Docket No. 950984-TP 
StrfpI 1st Set of Intaloptoriea 
I)ecanba 12,1995 
Itan No. 18 
Page: 1 of1 

RESPONSE a) 

E x p h  in detail why loop concentration is not a currmt 
crpability of BellSouth's network. 

Explrin why BellSouth would b v e  to plrchrsc additional 
hudwarc to o&r loop concmtntion as a service. 

Explain in d k d  why "loop concentmion d o e  not meet the 
ctitcria for network unbundling contemplated under 
Chapter 364 of the Florida Statutes". 

To provide loop concentration for each individual ALEC, BellSouth 
needs to purchase new equipment and place it at an ALEC specified 
central ofiice. The new concentration equipment is not part of BellSouth's 
current network. 

See response above. In addition, new hardware would be needed 
because the unbundled loops provided to each ALEC end user are 
dedicated to a particular ALEC. Consequently, each ALEC will 
decide hour and where it wants its loops concentrated and transported. As 
a result, the concentration equipment wiU be dedicated to each particular 
ALEC desiring the Service. 

Becwe, this capabiity cannot be provided to an ALEC through 
BellSouth network functiodtiu. 

WORh4ATION PROVIDED BY: Robert SChvc Director - Strategic m e m a t  
l lAl5 SBC 
675 W. Peachtree St., N. E. 
Atlanta, GA 30375 
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BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-PL 1st Set of Interrogatories 
December 14, 1995 
Item No. 1 
Pager 1 of 1 

REQUEST: Will the unbundling proposal described by BellSouth 
(Scheys Direct Testimony) permit UPS-FL to provide ISDN 
services over loops and ports provided by BellSouth? 

RESPONSE: The switch ports described by the BellSouth proposal 
will not permit MFS-FL to provide ISDN. 
able to provide ISDN services on a circuit by circuit 
basis at the Wain Distributing Frame (WDP), with the 
same o portunity and limitations that BellSouth faces 

UPS-FL will be 

regard B ng compatible facilities. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



Ballsouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MPS-FL 1st Set of Interrogatories 
December 14, 1995 
Item No. 2(a)(b) 
Page: 1 of 1 

REQUEST: What percentage of BellSouth business customers require 
ISDN service: 

a. by percentage of the number of BellSouth business 
customers? 

b. by percentage of the gross revenues derived from 
BellSouth business customers? 

RESPONSE$ BellSouth cloes not have information available to 
determine the number of BellSouth business customers 
that "require" ISDN service. 

INFORMATION PROVIDED BY: Barbara Sale 
Manager 
BellSouth Telecommunications, Inc. 
3535 Colonnade Parkway 
Birmingham, AL 35243 

*. , 
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BellSouth Telecommunications, Inc. 
Docket No. 950904A-TP 
MPS-PL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 
Item NO. 3 

REQUEST: Do key systems require four-wire connections? Please 
explain why or why not. 

RESPONSE: Some key systems may require four-wire connections. 
This is dependent on customers' equipment requirements 
and/or service needs. 

INFORMATION PROVIDED BY: Bill Freeman 
Manager 
BellSouth Telecommunications, Inc. 
3535 Colonnade Parkway 
Birmingham, AL 35243 

. 054 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
wS-FL 1st Set of Interrogatories 
December 14, 1995 
Item No. 4 
Page: 1 of 1 

REQUEST: Do private branch exchange ("PBX") 8 stems require 
four-wire connections? Please expla 1 n why or why not. 

RESPONSE: Some PBX systems may require four-wire connections. 
This is dependent on customers' equipment requirements 
and/or service needs. 

INFORMATION PROVIDED BY: Bill Freeman 
Manager 
BellSouth Telecommunications, Inc. 
3535 Colonnade Parkway 
Birmingham, AL 35243 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-PL 1st Set of Interrogatories 
December 14, 1995 
Item No. 5(a)(b) 
Page: 1 of 1 

REQUEST: What percentage of BellSouth business gross revenues are 
derived from business customers that utilize: 

a. key systems; 

b. PBX Systems. 

RESPONSE: BellSouth does not track total revenues on a class of 
customer split, i.e., PBX vs. Key vs. non-Key. 

INFORMATION PROVIDED BY: Steve Bigelow 
Director 
BellSouth Telecommunications, Inc. 
3535 Colonnade Parkway 
Birmingham, AL 35342 

056 



REQUEST: 

BellSouth Telecommunications, Inc. 

UPS-FL 1st Set of Interrogatories 
December 14, 1995 
Item No. 6 
Page: 1 of 1 

Docket NO. 950984A-TP 

Referrin to Mr. Scheye's testimony that "it may be 
technica i! ly possible to offer the remaining ISDN and 
DS-1 loo s and interfaces," (Scheye Direct at 131, what 
that would prevent BellSouth from offering the links, , and other network elements that MFS-PL requested gorts ut BellSouth has not offered to provide? 

technica P or economic obstacles has BellSouth identified 

RESPONSE: ISDN is a r~~tich newer and complex technology than POTS. 
For that reason, BellSouth concentrated its initial 
effort in unbundling services which are easier to 
provide initially and that have more of a competitive 
rmpact in ,the marketplace. 
service (i.e., POTS) are identified and resolved, 
BellSouth will concentrate its efforts in unbundling the 
more compllex services (i.@.! ISDN). 
BellSouth is not in a positron to identify specific 
technical lor economic obstacles at this time. 

As issues with the simpler 

Therefore, 

INPORUATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 
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BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-FL 1st Set of Interrogatories 
December 14, 1995 

Pager 1 of 1 
It- NO. 7 

REQUESTr If BellSouth has identified such technical or economic 
obstacles in response to Interro atory No. 6, has 

with local exchange companies in Michigan and Illinois 
that have been ordered to provide the same links and 
ports as those requested by MFS-PL? 

BellSouth discussed means of avo s ding these obstacles 

RESPONSE: See response to Item No. 6. 

INFORHATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950904A-TP 
MFS-PL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 
Item NO. 8 

REQUEST: What is the statutory or other basis for Mr. Scheye's 
statement that BellSouth "has concentrated its resources 
on handling1 the basic elements first* (Scheye Direct at 
13)? 

RESPONSE: BellSouth, like any other business entity, has a limited 
amount of time and resources to dedicate to services it 
may potentially provide to ALECs as well as other 
customers. 'As a practical and reasonable matter, 
BellSouth has concentrated its efforts in unbundling 
services which are technically easier to unbundle and 
have the greatest competitive impact in the marketplace 
(see response to Item No. 6). 

INFOEUIATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

L 
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BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP . ~~ 

WIS-FL 1st Set of Interrogatories 
December 14, 1995 
Item No. 9 
Page: 1 of 1 

, and other network KrtS REQUEST: Is the unbundling of the links, 
elements requested by WIS-PL tec 
economically feasible? 

ically and 

RESPONSE: Unbundled voice frequency links and ports are 
technical1 and economically feasible. It is not 

as requested by MPS to mu tiple parties in a single 
element. For example, providing a separate DLC system 
at each remote terminal site for a m riad of alternate 
transport capacities with underutilized systems. Also, 
a DLC system which has been integrated to a di ita1 
switch and cannot generally be used as an unbundled loop 
facility without losing all of the economies gained by 
digital integration. 

P economical 1 y feasible to rovide sub-element unbundling 

access providers will exhaust availa E le housing and 
switch is essentially a sub-element of the dig s tal 

'IHPORUATION PROVIDED BY: Stan PO- 
Manager 
BellSouth Telecommunications, Inc. 
3535 Colonnade Parkway 
Birmingham, AL 35243 

8 060 
i 



BellSouth Telecommunications, Inc. 
Docket No. 950904A-TP 
WFS-PL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 
It- NO. 10 

REQUEST: Did BellSouth request a "demand forecast" (Scheye Direct 
at 13) frorm WPS-FL when WFS-FL requested the loops and 
ports identified in the MFS-FL petition? 

RESPONSE: BellSouth has requested a demand forecast from MFS-FL 
for many unbundled features and functions. 
BellSouth has not specifically requested a forecast for 
unbundled ISDN loops and ports, MPS-FL has not provided 
BellSouth with any forecasts on any unbundled features 
and functions. 

While 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
XFS-FL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 
It- NO. 12 

REQUEST: Does BellSouth consider the requests made by MFS-FL for 
certain unbundled loops, ports, and other network 
elements, as evidenced by TTD-1 and the Direct Testimony 
of Timothy Devine in this docket, to constitute a 
request for unbundled elements under Section 364.161(1), 
?la. Stat.? 

RESPONSE: Yes. 
, 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950904A-TP 
US-FL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 
I t a  NO. 13 

REQUEST: What will be the standard of the "a propriateness" 

standard that unbundlin requests must be "technica ly 

(Sche e Direct at 13) of an unbundl E ng request? How, if 
at a1 1 , does this standard differ from the statuto 
and economi.cally feasib s e"? r 

RBSPONSB: The response referenced in this interrogatory refers 
back to the ONA process that is being suggested by Hr. 
Scheye as the  appropriate model for new unbundling 
requests. 
"appropriateness" of any new unbundling request would be 
consistent with the criteria used in the ONA model. The 
criteria under the ONA model are technical and economic 
feasibility, a demonstration that there is demand 
sufficient to recover the costs of the requested 
capability or element and a demonstration that the 
requested (:a ability has utility. 

utility of an unbundled offering is an aspect of 
determining the technical feasibility (e.g. will the 
capability have utility or work on a standalone basis) 
and demand must be demonstrated in order to meet the 
economic feasibility criteria. 

The criteria used to determine the 

These criteria are 
consistent w P th the statutory requirement in that 

INFORMATION PROVIDED IBYz Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, 6 A  30375 
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Bellsouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MPS-PL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 - I t a  NO. 14 

REQUEST: Are the standards listed by Mr. Scheye (Scheye Direct at 
10) another way of stating that statutory standard of 
"technical and economic feasibility"? 

RESPONSE: Yes. Please see the response to Interrogatory No. 13. 

INFORM&TION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
UFS-FL 1st Set of Interrogatories 
December 14, 1995 

Pager 1 of 1 
It- NO. 15 

REQUEST: How does Bc!llSouth general1 measure *technical 
feasibility" of unbundling loops, ports, and other 
network elements? 

RESPONSE: Technical feasibility is not *measured.* Either a 
proposed architecture is technically feasible or it 
i s  not. 

Technical :Eeasibility means BOTE 1) the ability to go to 
the hysiciil piece of equipment and make necessary 
phys P cal rearrangements to redirect a chosen circuit 
from one termination point to another without 
interfering with other circuits on the system, AS WELL 
AS, 2) the ability of BellSouth to administer and 
maintain the new configuration. 

Furthermorte, technical and economic feasibility are 
often clos'ely related. As discussed in our response to 
item 9, it would be technically possible to provide a 
separate DLC system at each remote terminal site for 
each alternate access provider, but the cost of 
additional housings and underutilized systems will 
likely make it economically unfeasible. Taken tc the 
extreme, it is technically feasible to build numerous 
complete overlay networks, butthe impact of placement, 
operation, administration, and utilization of multiple 
smaller networks on economics is obvious. 

INFORHATION PROVIDED BY: Stan Foxy 
Uanager 
BellSouth Telecommunications, Inc. 
3535 Colonnade Parkway 
Birmingham, AL 35243 

- .. , .. 
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BellSouth Telecommunications, Inc. 

WS-?L 1st Set of Interrogatories 
December 14, 1995 
Item No. 16 
Page: 1 of 1 

Docket NO. 950984A-TP 

Rl3QUESTr How does BellSouth general1 measure *economic 
feasibility” of unbundling 1 oops, ports and other 
network elements? 

RESPONSE: A service is considered economically feasible if its 
expected revenues meet or exceed its direct Long Run 
Incremental Costs. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
615 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950904A-TP ws-FL 1st Set of Interrogatories 
December 14, 1995 

Pager 1 of 1 
I t a  NO. 17 

REQUEST: What calcu:lations, anal ses, or studies did BellSouth 

feasibility" of providing the loops and ports it has 
offered to provide? Please rovide calculations, 

other network element that was re ested y UPS-FL but 

make in order to determ 1 ne the "technical and economic 
analyses, or studies for eac E type of loo , port, and 
not offereti by BellSouth, if poss s" ble. E 

RESPONSE: Please see the response to Item 15 for questions 
concerning technical feasibility. 

BellSouth plans to use existing tariff rates for those 
loops and ports it intends to provide initially. The 
studies anti analyses conducted at the time those 
services wore filed support a rate that is above each 
individual service is direct Long Run Incremental Costs. 
Those analyses were filed with and reviewed by the 
Florida Public Service Commission at the time the 
filings for those services were made. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, InC. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

0 G'i 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-FL 1st Set of Interrogatories 
December 14, 1995 
Item No. 18 
Page: 1 of 1 

REQUEST: What calculations, anal res, or studies did BellSouth 

feasibility' of providing the loops, ports, and other 
network elements, such as loop concentration, requested 
b MPS-FL, but not offered at this time by BellSouth? 

each type of loop, port, and other network element that 
was requested by MFS-FL but not offered by BellSouth, if 
possible. 

make in order to determ 1 ne the "technical and economic 

P 1 ease provide calculations, analyses, or studies for 

RESPONSE: Please see the responses to Item No. 9 of this 
interrogatory and to Item No. 18 of the Staff's First 
Set of Interrogatories. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-FL 1st Set of Interrogatories 
December 14, 1995 

Pager 1 of 1 
I t a  NO. 19 

REQUEST: Who will decide whether a request is "appropriate" 
(Scheye Direct at 13 or meets the criteria listed by 
Mr. Scheye (Scheye D 1 rect at lo)? 

RESPONSE: ALECs will submit a new request for review by BellSouth. 
BellSouth will review all requests by the criteria 
discussed on page 10 and 11 of Mr. Scheye's during 120 
cycle. BellSouth anticipates the evaluation taking 
place during this cycle will be interactive and involve 
BellSouth and the ALEC(s) requesting the capability. 
Once evaluation is complete, a response with supporting 
documentation will be made to the requestor(s) as to 
whether the capability requested meets the technical and 
economic feasibilit test. If the capability meets the 

BellSouth will not offer the requested capability or 
element. 

criteria then it wi 1 1 be offered, if it does not, then 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, CA 30315 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
UPS-FL 1st Set of Interrogatories 
December 14, 1995 
Item No. 20 
Pager 1 of 1 

REQUEST: Will BellSouth provide a record basis for all denials of 
unbundling requests, including an analysis of the 
"technical and economic feasibility" of each such 
unbundling request? 

RESPONSE: Yes. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-FL 1st Set of Interrogatories 
December 14, 1995 
Item No. 21 
Page: 1 of 1 

REQUEST: Under the BellSouth roposal Sche e Direct at lo), 
would BellSouth's u ng undling 6 1  ecis ons be subject to 
Commission review? 

RESPONSE: The Commission would only need to be involved in those 
cases where the parties are not in agreement regarding 
the technical and economic feasibility of a given 
request. 

INFORMATION PROVIDED ISY: Robert Scheye 
Director 
BellSouth Telecommunications, Inca 
615 West Peachtree Street, NE 
Atlanta, GA 30375 
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BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-PL 1st set of Interrogatories 
December 14, 1995 

Pager 1 of 1 
I t a  NO. 22 

REQUEST: From where is the standard of "appropriateness" referred 
to in Interrogatory No. 13 derived? 

RESPONSE: The term "ap ropriateness" as used in the context 

"technical and economic feasibility". 
derived from the statutory standard referred to in 
Interrogatory 13. 

referred to P n Interrogatory 13 is analogous to the term 
This standard is 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



REQUEST: 

RESPONSE : 

BellSouth Telecommunications, Inc. 
Docket No. 950904A-TP 
MFS-FL 1st Set of Interrogatories 
December 14, 1995 
Item no. 23 
Page: 1 of 1 

The following question refers to l4r. Scheye's testimony 
at page 14. What calculations, analyses, or studies 
support the statement that "It would be more costly to 
rovision, sell and maintain these services as separate 

EtemS*'? 

There are no specific studies or calculations that 
support this statement. However, it can be illustrated 
that it would more costly for order negotiation, 
provisioning, administration and billing of an unbundled 
residence od business line, or PBX trunk than €or the 
bundled equivalent. 

For example, a bundled business line is currently 
ordered by way of a single Uniform Service Order Code 
(USOC), such as a 1FB. The person negotiating the order 
with the customer only needs to know that a 1FB is 
desired. A single USOC is tracked in the rovisioning 

required in the customer's billing statement to bill for 
the 1FB. 

When the same business line is unbundled into possibly a 
loop, a port and a cross-connection, three U S E S  are 
required to represent the new unbundled elements. It is 
obvious that it would take lon er to negotiate and write 

Additionally, the order would need to indicate that 
USOCs X, Y and 2, for example, are somehow associated 
with one another. That same association would need to 
be interpreted by installation 

memory is required to track and administer three 
distinct USOCs in BellSouth*s sup 

times as cosfl to bill for the three USOCs representing 

in the customer's billing statement compared to just one 
for the bundled 1FB. 

and billing support systems. Moreover, on ! y one line is 

an order for three USOCs than f t would for one. 

the order is provisioned proper P y. 
lina p" ly, it would be three 

the unbundled 1 ine because three lines would be required 

ersonnel to ensure that 

rt systems than that 

Also, more computer 

required for a single USOC. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket No. 950984A-TP 
MFS-FL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 
It- NO. 24 

REQUEST: Has BellSouth begun to deploy modern digital loop 
carrier ("DLC") systems? 

RESPONSE: Yes. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, NE 
Atlanta, GA 30375 



BellSouth Telecommunications, Inc. 
Docket NO. 950904A-TP 
MFS-FL 1st Set of Interrogatories 
December 14, 1995 

Page: 1 of 1 
It- NO. 25 

REQUEST: Are BellSouth DLCs currently fully utilized? If not, 
rcentage is utilized? Please provide all 

calcu ations, anal ses, or studies containi1:g 
information regard ng the utilization of DLCs. 1 what pe 

RESPONSE: Yes. BellSouth DLC systems are all being utilized to 
provide services to our customers. 

INFORMATION PROVIDED BY: Robert Scheye 
Director 
BellSouth Telecommunications, Inc. 
615 West Peachtree Street, NE 
Atlanta, GA 30375 
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BellSouth Telecommunications, Inc. 
Docket No. 950904A-TP 
UPS-PL 1st Set of Interrogatories 
December 14, 1995 
Item No. 26 
Page: 1 of 1 

REQUEST: If the answer to Interrogatory No. 24 is affirmative, 
does the use of DLC s increase the efficienc of the 
analyses, or studies containing information regarding 
increased efficiency due to DLCs. 

BellSouth network? Please provide all calcu f ations, 

RESPONSE: Yes. However, s ecific data quantifying the impact of 
DLC on the effic P ency of the BellSouth network is not 
available. ’ 

INFORMATION PROVIDED BY: Stan Pory 
Manager 
BellSouth Telecommunications, Inc. 
3535 Colonnade Parkway 
Birmingham, U 35243 
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I N D E X  

WITNESS 

ROBERT C. SCHEYE 

Cross examination by Mr. Falvey 

PAGE 

7 

(No Exhibits Marked by the Parties.) 

(See the deposition of Tmiruddha Banerjee for the court 
reporter disclosure as required by Georgia law.) 

(sic) 

... 
(phonetic ) ... _ _  ... 

*~ 

TRANSCRIPT LEGEND 

= Exactly as stated 
= Break in continuity 
= Sentence incomplete or speaker trailed off 
= Exact spelling unknown 
= Break in phone transmission 
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PROCEEDINGS 

(2:58 P.M.) 

(W tness sworn by the court reporter.) 

MR. LACKEY: We'll use the same 

stipulations as before if that's 

agreeable. 

My name is R. Douglas Lackey. I'm 

appearing on behalf of BellSouth 

Telecommunications, Inc. in this 

proceeding. 

MR.. FALVEY: This is James C. Falvey, 

with Swidler & Berlin, appearing on behalf 

of Metropolitan Fiber Systems of Florida, 

Inc. 

Arf? there any other further 

appearances to be entered? 

MR.. MELSON: Richard Melson of 

Hopping, Green, Sans and Smith, P. 0. Box 

6526, Tallahassee, Florida, appearing on 

behalf of MCI Metro Access Transmission 

Services, Inc. 

MR.. EDWONDS: This is Scott Edmonds. 

Donna L. Canzano, Scott Edmonds and Tracy 

Hatch, appearing on behalf of the 

Commission Staff. 

VERBATIM COURT REPORTERS, INC. 
P .  0. Box 941760 

Atlanta, Georgia 31141 
(770) 986-9812 
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MR. HORTON: And Norman H. Horton, Jr. 

and Floyd R. Self with the Messer, 

Caparello law firm in Tallahassee on 

behalf of LDDS WorldCom. 

MS. WILSON: Laura Wilson, appearing 

on behalf of the Florida Cable 

Telecommunications Association. 

MR. FALVEY: Are there any further 

appearances? 

(Whereupon, no response was heard.) 

MR. FALVEY: Okay, Mr. - -  just for the 

record, I don't know, maybe Doug already 

mentioned this. But this is the 

deposition of Robert C. Scheye in the 

Docket Number 950984-GP, unbundling 

docket. 

(It is stipulated and agreed by and 

between counsel appearing for the 

respective parties that: 

This deposition is taken pursuant to 

notice. That objections, except as to the 

form of the question are reserved until 

the hearing. And the witness doesn't 

waive reading and signing of the 

deposition. 

VERBATIM COURT REPORTERS, INC. 
P. 0. Box 941760 

Atlanta, Georgia 31 141 
(770) 986-9812 



7 
i ' 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 

And that no one will go off the record 

without the consent of the deponent.) 

Whereupon, 

MR. ROBERT C .  SCHEYE 

was called as a witness herein and, having been 

first duly uworn, was examined and deposed as 

follows : 

CROSS EXAMINATION 

BY MR. FALVEY: 

Q. Mr. Scheye, could you please state your 

full name and business address? 

A. It's Robert C. Scheye, 675 West Peachtree 

Street, Atlanta, Georgia, 30375. 

Q. Mr. Scheye. have you submitted testimony 

in this docket? 

A. Yes. 

Q. Have you submitted exhibits with that 

testimony? 

A. Yes. 

Q. Okay. I'd like to refer to the deposition 

of December 18th. 1995. 

A. Okay. 

Q. Let's turn to Page 8. 

A. Page 8, did you say, sir, or 18? I 

couldn' t hear you. 

VERBATIM COURT REPORTERS, INC. 
P .  0. Box 941760 

Atlanta, Georgia 31 141 
(770) 986-9812 
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Q. Sorry. Page 8 .  

A .  Page 8 ,  okay. Whoops. I seem to have 

every other page. 

YR. LACKEY: Hold on for a minute. 

I’ll give you . . .  
BY THE DEPONENT: (Resuming) 

A .  I only have the odd pages. Could you use 

one of those? 

THE DEPONENT: Thank you. 

MR. LACKEY: I‘ve given Mr. Scheye my 

Page 8. Go ahead. 

BY THE DEPONENT: (Resuming) 

A .  Sorry. 

Q. No problem. We’re talking about . . . - -  . . .of 
a loop, there‘s really been no real request for the 

service. Are you aware that MFS has requested what 

you refer to as sub loop unbundling? 

A. No, sir. 

Q. Okay. Have you read the MFS testimony in 

this docket? 

A .  I’ve read it and I don’t recall seeing 

that, sir. I may have missed it. 

Q. Maybe if we can - -  well, maybe we can come 

back to that and I can refer to that. I can get 

that into the record some other way. 
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Are you will 

con c e n t rat ion ? 

A .  We have said 

co 

9 

ng to provide loop 

that we are considering the 

technical and economic feasibility of providing 

loop concentration. 

Q. Have you - -  have you offered a proposal 

for loop unbundling in any other BellSouth State to 

MFS? 

A .  A proposal for l o o p  . . .  
Q. Unbundling? 

A .  No, sir. 

Q. You have not. What about in Georgia? 

A .  Yes, what about Georgia? 

Q. Have you offered a proposal for loop 

entration capability in Georgia? 

A. I've provided representatives from MFS 

possible rates that could apply if we were to offer 

concentration or loop concentration. I would not 

call that a proposal. 

Q. Okay. Have you provided those possible 

rates for Florida? 

A. They were the same rates or they would 

have been thte same rates. 

Q. I know. But I mean did you ever even 

offer them in Florida? 

VERBATIM COURT REPORTERS, INC. 
P.  0. Box 941760 

Atlanta, Georgia 31141 
(770) 986-9812 



10 

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 

A. They were offered or they were provided to 

MFS generically, not State specifically. 

Q. I see. So, what you're saying is that 

that offer was for both states but it wasn't - -  but 
it was just rates? 

A. Yes, sir. 

Q. Okay. Is - -  let's see. Would you have 

any problem with introducing into the record the 

proposal that you made? 

A. Yes, sir. 

Q. You would have a problem? 

A. Yes, sir. 

Q. Okay. Maybe we... 

MR. LACKEY: Those are matters of 

settlement discussion and are not 

admissible evidence. 
r 
MR. FALVEY: Well, maybe we can take 

that up without - -  maybe we can take that 

up at the hearing. 

MR. LACKEY: Well, 1'11 put you on 

notice now that I'm going to object to any 

- -  any attempt to introduce anything that 

was offered as a part of settlement 

discussions between you and BellSouth or 

MFS and BellSouth. 
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11 

BY TEE DEPONENT: (Resuming) 

A. Let me make the point that it's been 

Bellsouth's understanding and commitment that all 

information provided and used for purposes of 

discussion and negotiations are between the parties 

and not to be provided to any other party. And 

that that has been abided by - -  by essentially 

every other party in this proceeding except for 

MFS. 

Q. Would loop concentration necessarily 

require new hardware; that is, providing loop 

concentration for MFS? 

A .  Yes:, it would, sir. 

Q. Wouldn't it be possible to use the same 

hardware that you currently use? 

A. No, sir. 

Q. Okay. Why wouldn't that be possible? 

A. Because the type of equipment that - -  at 

least as I understand what MFS is looking f o r  - -  

would require us to use unique equipment dedicated 

to MFS to provide that capability. 

Q. That's - -  I'm sorry, sir. You said 

something about the equipment that you couldn't use 

it for other providers? 

A. Presumably you wouldn't; no. You would 

VERBATIM COURT REPORTERS, INC. 
P.  0. Box 941760 

Atlanta, Georgia 31141 
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dedicate it to the provider who wanted it. 

Q. Now, maybe you can help me out. A digital 

loop carrier, does it have - -  my understanding is 

that it takes a number of channels and breaks it 

down into another number of channels. 

A .  Yes, sir. 

Q. And coClld it only service one input at a 

time? In other words, is there just one - -  one 

loop or line that goes into a given digital loop 

carrier at any time? 

A. No, there's going to be a lot of them. In 

typical, there would be up to 96 of them going into 

one of them. 

Q. And how many coming out the other end? 

A. It can vary but for discussion purposes, 

say 48. 

Q. So, could you use it - -  could you have a 

certain number of ours going in one end? Let's say 

you've got a hundred. Could you put 50 of ours in 

and 50 of yours at the same time and have them 

serviced separately in the same digital loop 

carrier system? 

A .  I'm - -  I'm not familiar enough with the 

hardware to be able to answer that. But my 

understanding is no. 
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Q. Your understanding is no? 

A. Tha.t's correct. But I will . . .  
Q. Hypothetically, if the answer were yes, 

could you share a digital loop carrier system with 

- -  with another party? 

A. If we were taking - -  again hypothetically, 

if we taking that - -  what was coming out of the 

other end, as we speak, to a different location, 

then presumably the answer to that would be yes. 

But typicallty, we wouldn't be doing that. We would 

only concentrate and leave it right where it is as 

opposed to what other companies request as 

concentration, is so they can concentrate and take 

it to their premises. 

Q. Okay. If we could look at your 

deposition, Page 10, Lines 8 through 11. 

A. Okay. And I need to get Mr. Lackey's copy 

again since I don't have even number pages. Page 

10, line what. I'm sorry. I didn't hear what line 

number, sir. 

Q. Lines 8 through 11. 

A. Eight through 11. Yes, sir. 

Q. You say there that special access provides 

not only a voice grade service but high capacity 

digital services, it provides multiplexing 
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capability. And you go on from there. 

A. Yes. 

Q. Would you agree that special access then 

is different than an unbundled loop? 

A. No. 

Q. But it seems that there are additional 

capabilities that special access provides that 

might not be requested in the unbundled loop? 

A. Yes, sir. Special access would be a 

broader category of which an unbundled loop would 

be but one element. You're correct. 

Q. So, why do you want to price them at the 

same level? 

A. I don't want to provide - -  special access 

has hundreds of rates. I'm only using the rate 

that would apply to the part that would be 

equivalent to the - -  the loop, not all hundred 

rates or whatever is in there. 

Q. Okay. So, there's sub rates - -  sub rates? 

A. Well, I wouldn't call them sub rates. 

They're rates for different functions. 

Q. Okay. Is the provisioning of a special 

access line the same as that required for the 

provisioning of a pots line? 

A. It can be the same. It can be different. 

14 
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Q .  If it were different, do you think it's 

justified to charge the same price? 

A .  Yes. 

Q. Why? 

A. Those differences, to the extent that they 

would exist, are probably insignificant in the 

pricing. 

Q. Probably insignificant? 

A. Yes, sir. 

Q .  Do you impute special access rates into 

your own charges? 

A. No. 

Q. Is BellSouth willing to impute special 

access rates into their own end user rate? 

A. To the extent that it would prove that 

certain of our exchange rates are below cost, I 

don't know that we would have a great problem with 

that. I think it would simply result in 

reaffirmation of what has already been determined 

or is known. And that is that, for example, our 

basic local residence exchange rate is below cost. 

So if that's what you're asking me, would I be 

willing to do that in order to reaffirm that, I 

think the answer is yes. 

Q .  Would that cause your end user rates to 
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rise? 

A. In Florida, right now, I believe I'm 

prohibited by legislation from increasing those 

rates for some period of time. I can't recall if 

it's three years or five years, something like 

that. So, I couldn't do that. 

Q .  Would you then sort of by the transitive 

of property be prohibited by law from imputing 

special access rates into your end user rate? 

MR. LACKEY: I'm going to object to 

the form of the question? 

MR. FALVEY: Because the prohibitive 

by law? 

MR. LACKEY: Yeah, he can't give you a 

legal. . . 
BY MR. FALVEY: (Resuming) 

t. 

Q .  Well, if - -  if you imputed special access 
. . .to rates into your end user rate, would it . . .  - -  

increase your end user rate? 

A. 

Q .  

A. 

that. 

Q .  

A. 

Would it cause me to increase them? 

Yes. 

I can't increase them. I just mentioned 

Well.. 

I'm sorry. I didn't hear your question. 
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Q. H o w  would you impute the rate? 

A. How would I impute the rate? 

Q. Let's start with that. Would you impute 

your special access rate into your end user rate? 

A. If I was required to do so, I would. 

Q. Would that requirement cause you to 

increase your end user rate? 

A. No. 

Q. No. So, you could impute - -  just for 

example a $21 special access rate into an end user 

rate and not increase your end user rate? 

A. I can't increase my end user rate. You're 

asking me to do something that's impossible. I'm 

not allowed by law to increase my rate. So, I 

guess the answer is it would not require me to 

increase my rate. 

Q. Well, either you can - -  either you will - -  

either you would recommend it or you would not? 

A. I have not recommended that we impute our 

special access rate to a local exchange. 

Q. Do you think that would be a good means to 

preclude a price squeeze? 

A. No. 

Q. Are you familiar with Mr. Banerjee's - -  

Dr. Banerjee's testimony with respect to imputation 

VERBATIM COURT REPORTERS, INC. 
P.  0. Box 941760 

Atlanta, Georgia 31141 
(770) 986-9812 



18 

1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

as a means to preclude a price squeeze? 

A .  Yes, sir. 

Q -  Okay. Do you have any other means of 

precluding a price squeeze? 

A. I don't think there is any price squeeze. 

Q. If you charged - -  what if - -  what charges 
are you going to assess to ALEC's? Are you going 

to assess an interconnection charge? 

A .  I'm sorry. I thought we were in an 

unbundling proceeding. You've got me confused now. 

Q. Unfortunately the price squeeze issue, you 

know, traverses the line between the two dockets. 

So, this is relevant to both dockets. And we can 

judge the relevance at a later date. Maybe if 

someone wants to move to strike, they can do that. 

MR. LACKEY: Or instruct the witness 

not to answer, which is the other option. 

MR. FALVEY: Well, my thought - -  I 

thought - -  is it an objection to the form 
of the question, Doug? 

MR. LACKEY: Pardon me. No. I'm just 

telling you either ask him the question 

and let's move on, or I'll just tell him 

not to answer it. 

MR. FALVEY: I mean, what I'm saying I 
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thought: one of the stipulations was that - 

- well, I thought your objections were 

reserved. . . 
MR. LACKEY: Yeah. I'm just telling 

you I'm getting ready to change my mind. 

Let's move on. 

MR. FALVEY: Your mind about the 

stipulations? 

MR. LACKEY: Have you got a question 

you want to ask him? 

BY MR. FALVEY: (Resuming) 

Q. I asked him. The question is, is - -  will 

BellSouth access interconnection charges to ALEC's? 

A. Yes, sir. 

Q. ,And will they access number portability 

charges when that service is provided? 

A. Yes, sir. 

Q. And will there be charges for unbundled 

loops? 

A. Yes. 
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Q. Okay. And would you impute all those 

charges into your end user rate? Would you 

recommend that BellSouth do that? 

A .  No, sir, I wouldn't. 

Q. Do you have - -  if the assessing of all 
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those charges led to a price squeeze, taking that 

as a hypothetical, would you have any way of 

avoiding that price squeeze? 

A. In - -  in the hypothetical world that you 

just created, I have no idea because I don't 

foresee any price squeeze. 

Q. Okay. Would you concede that they're 

going to raise - -  if they are paying - -  in paying 
those charges, ALECs will be - -  will incur 
additional costs by paying those charges? 

A. As compared to if they didn't pay any of 

them? 

Q. That's right. 

A. Well, certainly, if we gave away 

everything free I think I would agree that they 

would incur additional expense versus me giving 

everything away for free; yes, sir. 

Q. Okay. And that by paying those charges 

that the margin that the ALECs will have, the 

profit margins will be eroded? 

A. Again, relative to me giving away all my 

services for free; yes. 

Q. Do you agree to the extent that you can 

increase those charges, to the extent that 

BellSouth can increase those charges, it's 

VERBATIM COURT REPORTERS, INC. 
P.  0. Box 941760 

Atlanta, Georgia 31141 
(770) 986-9812 



21 

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 

competitive position vis-a-vis ALECs will be 

improved ? 

A. I don't know if I can - -  I don't know if I 

can conclude that; no. 

Q. Okay. Can we look at Page 12, Line 12 of 

your.. . - _  . . .  of your docket? 
A .  I ' m  sorry. You broke up again, of what? 

Q. Of your direct testimony? 

A .  Direct testimony. Sorry. Did you say 

Page 12? 

Q. Yes. 

A .  Okay. I have it. 

Q. Okay. Where you state that BellSouth's 

initial focus has been to develop unbundled 

capabilities essential to offer basic exchange 

services. 

A .  Yes, sir. 

Q. What was the basis or - -  who determined 

that that should be the initial focus? 

A .  We did. 

Q. So,-if a company requested something that 

was not essential to offer basic exchange services 

to be unbundled, would that have been completely 

ignored for the time being? 

A .  No, not at all. We would - -  as a matter 
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of fact, based on discussions with MFS and 

acknowledgement of their desire for something 

beyond that, we've already begun to look at things 

such as concentration that we had not initially 

looked at. So, we have tried to do everything 

possible to be responsive to what their requests 

have been. 

Q. Did you begin that prior to the fact, you 

know, at the same time that the request for that 

unbundled element was made? 

A. Yes. 

Q. And have you made a determination as to 

the economical and technical feasibility of 

unbundling? 

A. Of unbundling in general? 

Q .  No, of each of the elements requested by 
b. MFS? 

A. No. No, sir. 

Q. Okay. Would you agree that if BellSouth 

had infinite resources it could make that 

determination more quickly than given.that it has 

limited resources? 

A. I guess if those infinite resources were 

all competent and had all the same expertise and et 

cetera, that's probably a true statement, yes. 
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Q. And would you agree that if you increase 

the amount (of resources you dedicate to making 

those determinations that the speed with which 

those determinations are made would be increased? 

A. Not: necessarily. 

Q. Not: necessarily. 

A. N o , ,  sir. 

Q. So,, if you had twenty people working on 

it, it wouldn't move faster than if you had ten 

people working on it? 

A. Very likely. 

Q. That it would not? 

A. It would not, that's correct. 

Q. But: say you put ten people on each element 

as opposed to one person on each element . . .  
A. Yes. 

Q. - -  you're suggesting that it wouldn't move 

faster? 

A. It may not if they don't have a proper 

expertise to assess it, no. 

Q. Okay. 

A. If they all had infinite expertise, then 

I'm sure the answer to your question is yes. 

Q. Okay. On Page 21, Line 19. 

A. Are: we in my direct testimony still? 
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2 4  

Q. I apologize. I've gone back to your 

deposition. 

A. That's an odd number page. I think I have 

that one. Page 19, and I missed the line number 

you gave me. 

Q. Eighteen through 21. 

A. Page 19, Line 18 starts... 

Q. Page 21, Lines 18 through 21. 

A. Oh, I'm - -  Page 21, Line 18. I'm sorry. 

Yes, sir. I got it. 

Q. Could you explain to me what definition of 

a switch you're referring to that according to 

which concentration hardware is classified as a 

switch? 

A .  Basically, the tariffs that we have filed 

that are in effect in the FCC or the Federal arena 

and those that w e  have pending before the Florida 

Commission, are for virtual co-location indicate or 

provide, in accordance with the FCC's rules at 

least, what can be co-located and what is not 

allowed to be co-located under those tariffs. 

Q. Does the digital loop carrier that 

provides concentration, is that performing 

switching function? 

A .  It is considered to perform a switching 
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functions, yes, sir. 

Q. D o e s  it - -  my understanding is that it 

just - -  it just concentrates - -  concentrates the 

changes that take a certain number of lines on o 

end and brings it out. For instance maybe it takes 

a DS-3 and breaks it up into DS-1's or something 

like that. It doesn't actually switch the call to 

- -  it doesn't take any NXX code. Is that all 

correct? 

A. I think what - -  you are correct. I think 

the point, and I would agree with you, is with some 

of these newer technologies, like a concentrator 

that you're referring to, it is not always as clean 

cut as some of the more traditional equipment to 

determine is it a switch or is it not a switch 

under those definitions. I will accept that but - -  
so it's sort of a continuum between switching and 

multiplexing. And a concentrator provides some 

functionality that looks like each of those. So 

it's - -  it's somewhat of a borderline case. 

Q. Do some of them perform time division 

multiplexing? 

A. Yes, sir. 

Q. And isn't it basically really a 

multiplexor? If you had to - -  if you had to say 
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this is, you've got a choice, this piece of 

equipment is a switcher or multiplexor, which one 

would you use? 

A .  Obviously, I would say it's a switch. 

Q. Say I'm MFS. I want to send a call to the 

BellSouth network. Can I just - -  can I send the 
call to a digital loop carrier system and have it 

switched to go off of the MFS system and onto your 

system? 

A .  I'm sorry. I lost that one. Can you 

start again on the call and who's doing what to 

whom? I just missed it. 

Q. I guess, let's say you have - -  you have 
two customers coming off the same digital loop 

carrier system. They have facilities running into 

the digital loop carrier. 

A .  Right. 

Q. Can an additional loop carrier switch the 

call from the one customer over to the other? 

A .  Not without some other devices 

intervening, no. 
Q. So, there's a need for an  additional . . .  _ _  

. . .  like a switch? 
A .  Right. As I guess I mentioned, I'm not 

totally disagreeing with you. I'm telling you that 
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a concentrator provides functionality that somewhat 

looks like ,a switch and somewhat looks like a 

multiplexor. It's not cleanly in either camp form 

the purest ,standpoint. 

Q. 1t"s a transmission device, isn't that 

more than a switch? 

A. No,, obviously we think it's a little bit 

more switch than transmission. But it's - -  it's a 

difficult call. I will agree with you. 

Q. Do you know what definition you're 

referring to? I guess - -  did you say it was an FCC 

definition? 

A. We:Ll, the FCC definition 

switching and non-switching. The 

much more familiar with the techn 

talks about 

people who are 

cal workings of 

these pieces of hardware are the ones that actually 

determine how to classify a particular piece of 

equipment. And that's what I'm referring to. And 

that's certainly somewhat beyond the scope of my 

knowledge. 

Q. Are'you saying you don't have a 

definition? Because you say in your testimony that 

it meets the definition of a switch. So, I'm just 

saying what is the definition? You can't point me 

to anything at all? 
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A. It's a categorization of equipment and 

what BellSouth has - -  far as I know. And I don't 

know about other companies. But BellSouth, in 

categorizing different kinds of equipment, when you 

assess it you put it under different categories. 

Q. Right. 

A. And what we're suggesting is based on our 

analysis, just like of any other piece of equipment 

that we would do, that concentration equipment like 

the type we're talking about here would be 

categorized and accounted for as a piece of 

switching gear as opposed to a piece of 

multiplexing gear or a piece of transmission gear. 

Q. You're saying that it doesn't meet the 

BellSouth definition or some kind of FCC or State 

definition? 
'. 

A. No, I didn't say - -  it doesn't.. . 
Q. For an opinion, I don't think because I'm 

just asking what you talked about. 

A. No, I'm referring to a BellSouth 

definition. 

Q. Oh. So - -  but you say the rules on co- 
location do not permit the co-locating of a switch 

or a switch equivalent. Are those Federal rules or 

State rules? 
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A. Those are Federal rules but the co- 

location application has been - -  been made to be 

comparable in both jurisdictions. 

Q. And the stipulation attachment D ,  Page 6. 

D o  you have the stipulation? 

A. Yeah, I did - -  is that attachment D as in 

dog? 

Q. Yes. 

A. Okay. 

Q. And flip over to Page 6. 

A. Six, yes. 

Q. By my reading, there's only one sentence 

in this - -  on this page and really in the whole 

stipulation regarding local loop unbundling; is 

that correct or am I - -  or is there some reference 

that I ' m  . . .  
A. No, I think you're correct. 

Q. D o e s  this define what an unbundled local 

loop is? 

A. No, it doesn't provide a specific - -  I 

mean there's; no definition section in here. 

Q. Okay. How was it meant to be defined? 

How do you define it? 

A. A local loop? As a facility between an 

end user's premises and a BellSouth serving office. 
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Q. Is it fair to say that they were talking 

about the types of loops that you've offered in 

your testimony in the MFS docket? 

A. Yes. 

WR. FALVEY: Okay. I'd - -  I probably 

haven't done a very good job  of it but I'd 

like to leave a little bit of time if 

anyone else has any questions. 

W R .  LACKEY: Does anybody have any 

more questions for Mr. Scheye in the 

950984 docket? 

MR. MELSON: MCI does not. 

XR. LACKEY: Any other party? 

XR. HATCB: The State doesn't have any 

questions. 

MR. FALVEY: I have one final question 

if no one else has any. 

BY MR. FALVEY: ( R e s u m i n g )  

Q. . . .  - _  . . .  incremental cost studies of 
unbundled loops? 

MR. LACKEY: I'm sorry. We couldn't 

hear your question. 

BY MR. FALVEY: ( R e s u m i n g )  

Q. All right. Have you performed long 

running incremental cost studies of unbundled 
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loops? 

A. I have not. And if BellSouth has, I have 

not seen them. 

Q. Okay. Mr. Scheye. thank you for your time 

and your patience. And MFS has no further 

questions. 

A. Thank you, sir. 

MR.. LACKEY: Does that conclude this 

deposition? 

WR.. FALVEY: Yes, it does. 

MR. LACKEY: Apparently so. 

(Whereupon, the foregoing matter was 

concluded at 3:27 P.M.) 

- 0 0 0 -  
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C E R T I F I C A T E  

STATE OF GEORGIA ) 

COUNTY OF NEWTON ) 

I, Brenda C. Davis, Certified C urt 

Reporter, and Notary Public in and for Newton 

County, Georgia, do hereby certify that the 

foregoing deposition was taken down by me, as 

stated in the caption; that the foregoing questions 

and answers were reduced to print by me; that the 

foregoing pages 4 through 31 represent a true, 

correct, and complete transcript of the evidence 

given by the witness, ROBERT C. SCHEYE, who was 

first duly sworn by me; that I am not a relative, 

employee, attorney or counsel of any of the 

parties; that I am not a relative or employee of 

attorney or counsel for any of said parties; nor am 

I financially interested in the outcome of the 

action. 

This, the 7th day of January, 1996 

Notary Public 

My commission expires: 
December 12, 1999. 
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ERRATA S H E E T  

I hereby certify that I have read or have had 
read to me the foregoing and within Pages 4 through 
31 and no changes are required: 

ROBERT C .  S C H E Y E  

Sworn to and subscribed before me, this - 
day of , 1996. 

Notary Public 

My commission expires: 

* * * * * * * * * * * t i * * * * * *  

I hereby certify that I have read or have had 
read to me the foregoing Pages 4 through 31 and I 
wish to make the following changes: 

Page : L,ine : 

Page : Line : 

Page : L8ine : 

Page : Line : 

Page : Line : 

ROBERT C .  S C H E Y E  

Sworn to and subscribed before me, this 

day , 1996. 

Notary Public 

My commi.ssion expires: 

(bed) 
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BEFORE THE 
FLORIDA PUBLIC SERVICE CObIMISSION 

IN RE: 

RESOLUTION OF PETITION(S) 
TO ESTABLISH NONDISCRIMINATORY : DOCKET NO. 
RATES, TERMS, AND CONDITIONS FOR : 950984-TP 
RESALE INVOLVING LOCAL EXCHANGE 
COMPANIES AND ALTERNATIVE LOCAL : FILED 
EXCHANGE COMPANIES PURSUANT TO : 12/11/95 
SECTION 364.161, FLORIDA STATUTES : 

AMENDED CERTIFICATE 

I, Brenda C. Davis, Certified Court Reporter, 

state that the deposition of ROBERT C. SCHEYE was 

transcribed and a copy mailed to Mr. Lackey, attorney for 

BellSouth, on or about January 8, 1996, advising him to 

have his client read and sign the deposition within the 

time parameters allowed under Florida Law, and return the 

executed Errata Sheet to my office. 

As a hearing has been scheduled in this matter 

for Tuesday, January 9, 1996, the original is hereby 

sealed for use at said hearing, with the provision that 

when/if the Errata Sheet is returned, it will be forwarded 

to the appropriate parties; this, the 7th day of January, 

1996. 

C. DAVIS, CCR-B-1572 
Notary Public 

My commission expires: 
December 12, 1999. 
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FLORIDA 
ISSUED: February I .  1994 
BY: Joseph P. Lacher. President. FL 

EFFECTIVE: February 17.  1994 

Miami, Florida 

A3. BASIC LOCAL EXCHANGE SERVICE 
A3.4 Flat Rate Servlce(Cont’d) IC) 

A3.4.2 Monthly Rates (Conl’d) IC1 

F. Auxiliary Line Service (Inward Service) (Cont‘d) 
2. 
3. 
4. 

The auxiliary line must terminate on the same premises as that1 in which the two-way service is located. 
The auxiliary line is to be used for one way (inward to the subscriber) service Only. 
Auxiliary line service may or may not be arranged for rolary, hunting or similar service which allows 
completion of an incoming call from a line that is called but is in use, by means of an arrangement of 
central office equipment o n  a full time basis. 
Auxiliary line service is furnished at a rate for each line q u a l  to the rate applicable for business 
individual line flat rate service for that exchange. Where the lines are arranged for rotary, hunting or 
similar sewice. the rotary charge will apply as specified in M.6. 
a. Rates 

5. (TI 

(1) Rate Groups 1-6 
Group 

1 2! 3 4 5 6 USOC 
(a) Per Auxiliary line $19.80 $20.880 $21.90 $22.90 $25.85 $24.90 7FB 

(2) Rate Groups 7-12 
Group 

7 ai 9 10 11 12 USOC 
(a) Per Auxiliary line $25.75 $26.60 $27.40 128.00 $28.60 $29.10 7FB 

G. Mobile Service Exchange Charge 

H. Outgoing Only Service 
1. 

1. 

See Section A17. for Rates. 

See A329 for regulations and rates. 

A3.5 Message Rate Servlce 
A351 General 

A. Businus and rrsidencr individual line message rate service is offered in all exchanges except where noted in 
the Local Exceptions A3.8 of this Tariff. Residence individual line message rate service is offered in all 
exchanges where facilities permit. The rates specified entitle subscribers to the number of messages specified to 
a11 exchange access lines bearing the designation of cenlral off~c(:s of the serving exchange and additional 
exchanges as shown in ,433.1 of this Tariff. 
Subscribers to message rate service are regularly billed monthly in ;advance. Mesages in excess of the monthly 
massge allowance are billed monthly in arrears. Local messages not used in one mnfh’s QUowancr are not 
credited to the subscriber’s account for any other month service is rendered. 
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EFFECTIVE: February 17. 1994 

A3. BASIC LOCAL EXCHANGE SERVICE 

A3.5 Message Rate Servlce (Cont'd) 
A3.5.1 General (Cont'd) 

C. Where a subscriber contracts for two or more individual message rate lines on the same premises and agrees to 
grouped billing, the number of monthly masap allowances per line, as specified preceding, will be multiplied 
by the number of such message rate lines and messages in excess of this product will be billed at the additional 
l o u l  message charge as indicated following. All lines included for such allowance must have the same central 
oftice desimation. - 

D. Mczuge charges will not apply to calls to the Company Business Office, Repair Service. Directory &islance. IT) 
Emergency 911 Service or 976 Dial-It Service. 

E. 

F. 

G. 

M c z u p  rate service will not be provided in connection with the: provision of Foreign Exchange or Foreign 
Central Office services. 
Generally, any wmbination of message rate and flat rate service will not be allowed on'the same premises. See 
A2.3.2 of this Tariff for specific exceptions to this rule. 
A maage rate outping only line is also available to businus and residence customers. See A3.29 for 
regulations and rates. 

A3.5.2 Monthly Rata and Message Charges 
Residence Individual Line Message Rates 

' (TI 

A. 
I. n- RUUS - h i e  Groups 1-6 

Group 
1 2 3 4 5 6 USOC 

(a) Per line $4.30 ~ 4 . 6 ~  ~ 4 . 0 6  $5.04 $5.28 $5.49 i M R  
2. MotuhIy Rates - Rate Groups 7-12 

Group 
7 H 9 10 11 12 usoc 

(a) Per line $5.70 $5.88 $6.03 $6.18 $6.27 $6.39 I M R  

3. M a s s p  Allowance and Message Charger (C1 
1. The monthly message allowance. per line is 30 outgoing local messages (to the message rare service 

Local Calling Area described in A 3 3 . I  ) 
(1) Additional outgoing local messages to the message rate senice Local Calling Area in excess of the 

allowance 

(a) Each t.10 MA 

(TI 

IT1 

Price usoc 

4. (DELETED) (D) 

IC) 

(CI 

(CI 

dlbla SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY 

VERSION 01 REPRO DATE OYI-VI XEI I IO  TIME 1196 1 4  AI'FROVAL FILING NO ObJr 



'- OFFICIAL AVIOVED VERSION. RELEAIEO BY wrno 

BELLSOUTH GENERAL SUBSCRIBER SERVICE TARIFF 
TELECOMMUNICATIONS, INC.' 

ISSUED Februaq I .  1994 
B Y  Joseph P. Lacher. President - FL 

FLORIDA 

Miami, Florida 

A3. BASIC LOCAL EXCHANGE SERVICE 

A3.5 Message Rate Service (Cont'd) 
A332 Monthly Rates and Message Charges (Cont'd) 

MonthIyRates - Rate Groups 1-6 
E. Business Individual Line Mesage Rates 

1. 

(a) Per line 
MONhIy Rates -Rate Groups 7-12 2. 

1 2 
$14.11 $15.46 

7 . 8  
(a) Per line $19.18 Sl9.Ill 

3. Message Allowance and Message Charges 
a. The monthly message allowance, per line, 

is 75 local mesages (to the message rafe service Local 
Calling Area described in 1113.1 ) 
( I )  Additional local mcssager to the 

message rate service Local Calling Area in excess 
of allowance 

(a) Each 

First Revised Page 29.1 
Cancels Original Page 29.1 

EFFECTIVE: February 17. 1994 

(CI 

IC1 
Group 

Sl6.29 $11.04 S11.15 $18.54 1MB 

Group 

$20.41 $20.86 $21.31 $21.69 1MB 

3 4 5 6 usoc 

IC) 

9 10 11 I2 usoc 

(C) 
(TI 

Price 
f.12 

usoc 
NA 
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BELLSOUTH 
TELE€OMMLTNICATIONS. LNC.' 

ISSUED April 29.1995 
BY: JoseDh P. L u h u .  Resident - FL 

FL.ORIDA 

ton, 

GENERAL SUBSCRIBER SERVICE TARIFF T h e  Founh Revised Page 30 
cancels ?hmy ?hird Revised Page 30 

EFFECITVE: June 28.1995 

Mi&. Florid. 

A3. BASIC LOCAL EXCHANGE SERVICE 
A3.5 Message Rate Service (Cont'd) 

A3.5.2 Monthly Rates and Message Charges (Cont'd) 
C Residence and Business Individual Line Monthly Rates by Exchange for Meuage Rate Service' 

-e Raldma:  Blnlncg 
Arcbu $5.28 $17.75 
Baldwin 6.03 20.41 
Belle O W  4.86 16.29 
Big Pine Key 4.86 16.29 
Boca Raton 6.18 10.86 
Boynton Beach 6.18 20.86 
Bronson 4.86 16.29 
Bmoksvillc 5.28 17.75 
Bunnell 4.86 16.29 
cantommt 5.49 18.54 
Cedar Keys 4.38 14.71 

5.49 18.54 
Chicfland 4.86 16.29 
Chipley 4.86 16.29 
Cocoa 5.70 19.18 
Cocoa Besch 5.70 19.18 
coral springs 6.39 21.69 
Cross City 4.62 15.46 
Daytona Beach 5.49 16-54 
D e B q  5.28 17.75 
Dcufeld k h  6.39 21.69 
&land 5.28 17.75 
DeLeon Springs 5.04 17.04 
Delray Beach 5.88 19.81 
Dunnellon 5.49 18.54 

Note 1: For the m ~ r ~ s g c  xate m i c e  Local W i g  Area lhe monthly local mesage allowance 
per Burinrrr Message Rue line is 75. WI& an &t i4  murpge chprpc of $.I2 for 
each local mcsuge over h e  allowance. For Residence Message Rate. the monthly local 
message allowance pr line is M with s11 additional musage charge of $.IO for each 
outgoing I d  message o v a  ch allowmcc. 
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GENERA? SUBSCRIBER SERVICE TARIFF Twenty Seventh Revised Page 24.1 
Cancels Twmty Sixth Revised Page 30 1 

EFFE- June 30.1995 

INC.' 

B Y  Joseph P: Lacher. Rcsiden: - FL 
Miulu. norida 

A3. BASIC LOCAL EXCHANGE SERVICE 
A3.5 Message Rate Service (Cont'd) 

A3.53 Monthly Ratu lad  Merssge Charges (Cont'd) 
C. Residence urd Business Individual Line Monthly Rues by Exchurse for Meruge Rue Service' (Cont'd) 

beb.ngc Residenu B d  
East orange $6.27 $21.31 
Em G.uie 
Eru Gallie-Eas:' 5.70 19.18 
Ew 0.LLic-wes:' 5.10 19.18 

FemmdhBueh 4.86 16.29 
Fhgler Buch 4.86 1639 
Fm George 6.03 20.41 
FmL.Udad.lc 639 21.69 
Fm Pie- 5.28 17.75 
Cninesvik 5.49 18.54 
Geneva 5.70 19.18 
ORCeville 4.86 16.29 
Orcen Cove Springs 4.86 1629 
GulfBrruc 5.49 18.54 
HWanr. 5.49 1854 
H.MhOme 5.28 17.75 
Hobc Sound 5.49 I 8 5 4  
Holley-Navm 5.49 I854 
Holiywood 6.39 21.69 
Homutud 6.39 21.69 
ldamoda 504 17.04 
Jvksonvillc 6.18 20.86 

Nota 1: For the message ntc m i c e  Loul Wling A r u  tbc local monthly message allowance 
pcr Business Merwgc Raw. line is 75. 'with an additi0ll.l message chnrge of 1.12 for 
w h  local murspc om the rllo.nncc. Forlluidmcc Message Ruc. the mcnthly loul 
mcrsagc dhvsnec pa Liae b 30 with shvpe of $.IO for each 

Bwineu Message Raw. smice is no: oiffed to IYW c u t o m  during bul cxccption 
in A3.8 of this Tuili. 

dditid 
outgoing I d  mcIupe o w  me allowuux. 

Notr 2 



. OmCuL APPRO- VFJUION. W E D  IIY B m l Q  -. 
BELLSOUTH GENERAL SUBSCRIBER SERVICE, TARIFF Thirly Sixth Revised Page 31 

' TELECOMMUNICATIONS. INC." Cancels Thirly Fifth Revised Page 31 

ISSUED. December 14.1994 -February 12.1995 
FLORIDA a .  

BY Joseph P. Lacher. Resident - FL 
Miami. Florida 

A3. BASIC LOCAL EXCHANGE SERVICE 
A3.5 Message Rate Service (Cont'd) 

A353 Monthly Rates and Message Charges (Cont'd) 
C. Residence and Business Individual Line Monthly Rates by Exchange for Message Rate Service' (Cont'd) 

E.- Residence B* 
Jacksonville Beach $6.03 20.41 
Jay 5.04 17.04 
J e w n  Beach 5.28 17.75 
Ju l inpn  6.03 20.41 
Jupiter 6.03 20.41 
Key Lars0 5.04 17.04 
Key West 5.04 17.04 
Keyrune Heights 486 1629 
Lake City 5.04 17.04 
Lynn Havcn 5.28 17.75 
Marathon 4.86 16.29 
Maxville 6.03 20.41 

Miami 6.39 21.69 
Micanopy 5.28 17.75 
Middleburg 6.03 20.41 
Milton 5.49 1854 
Munson 5.49 18.54 
Newbemy 5.28 17.75 
New Smyma Beach 5.04 17.04 
Nonh Dadc 6.39 21.69 
Nonh Key Largo 4.86 16.29 
oak Hill 5.04 17.04 
Old T o w  4.62 15.46 
orange Park 6.03 20.41 
Orlando 627 21.31 
Ovicdo 6.27 21.31 

Melbourne' 5.70 19.18 

Note 1: For the message rate reMce Local cllling AM. the monthly local message allowance 
per Businus Message Rate line is 75. with an additional Mss.pc charge of S.12 for 
each loul message OM the allowance. For Rwidwcc Message Rate. W monthly local 
musage allowance pa Line is 30 with an additional message chage of $.IO for each 

Business Message Rate Service is not offered io new customers rervcd from the 
Melbourne exchange during local exception in A3.8. 

OUtgOhg Iofal msSagC OV- the dOWanCC. 
N o t e 2  

.. 



BELLSOUTH 
TELECOMMUNICATIONS. INC. 

GENERAL SUBSCRIBER SERVIC:E TARIFF Thirty Ninth Revised Page 3 1. I 
Cancels Th iny  Eighth Revised Page 31.1 

EFFECIIVE: November 14.1995 
FLORIDA 

ISSUED Seprember 15. I995 
BY. Joseph P. Lacher. President - FL 

Miami. Florida 

A3. BASIC LOCAL EXCHANGE SEIRVICE 
A3.5 Message Rate Service (Cont'd) 
A35.2 Monthly Rates and Message Charges (Cont'd) 

C. Residence and Business individual Line Monthly Rates by &change for Message Ratc Service' 
Exchnnp Resldena Burineos 
PPCC $5.49 $1854 
F % h O b  4.86 16.29 
Matka 5.04 17.04 
Palm coast 4.86 16.29 
Panama City 5.28 17.75 
Panama City Beach 5.28 17.75 
Pcnsacola 5.49 18.54 
R n i n C  6.39 21.69 
Pierson 5.04 17.04 
F'omona park 5.04 17.04 

Ponle Vedra Beach 6.03 20.41 
Pon SL Lucie 5.49 18.54. 
SL Augustice 5.04 17.04 
Sanford 5.88 19.81 
scbastian 5.49 18.54 
StUaIt 5.49 18.54 
sugarloaf Key 5.04 17.04 
S w y  Hills 4.86 16.29 
Timville' 5.28 17.75 
T ~ t O l l  4.86 16.29 
Vernon 4.86 16.29 
Vero Beach 5.28 17.75 

Welaka 5.04 17.04 
West Palm Beach 6.18 20.86 
YallktCtoWlI 5.04 17.04 
Y ~ ~ n g ~ t o ~ l ~ - F ~ ~ n t a i n  538 17.75 
YUlW 6.03 20.41 

Pompano Beach 6.39 21.69 

Weekiwachee Springs 5.28 17.75 

Note 1: For the message nle service Lccal calling: Ana, the local monthly message allowance 
per Businur Musage Rate l i e  is 75. with an additional mssage charge of S.12 for 
each local message over the allowance. For Residence Musage Rate. the monthly local 
message allowance per line is 30 with an additional message charge of $.IO for each 
outgoing local message over the allowance. 
Business Message Rare Service is not offered to new customers during local exception 
in A3.8. 

Note 2: 



Unbundled Switch Ports 

Network Service Description 

(Technical Service Dcscriptiw) 

1.0 Overvim 

Udnmdled Switch Port is a d c e  which enables an *;r Laal Exchange carrier (OLEC) to 
utilize an &sting Beusoutb switching syacm to provide liial tom. call OriginatiO& and call 
termination rcrvica to thc OLECs customers on the 0LE:C's outside plant distribution nehvork. 
This service is o t r u c d  in support ofinitiatives by State and Federal Regulators to further open the 
tckamununications markd to local wmpuition. 

Tbe Unbundled Switch port is the physical kmination of a customer's transport facility on an 
existing BeLlsauth local switching machinc (No. 1A ESS. SESS, DMSIOO, or EWSD). Tbe 
OLECwill deliwto BellSouth a 2 wire customer loop. BellSouth will then terminate this local 
14oponthcJwitdlport~plovidcthc~onsListcdbexowaspartofthisd~: 

dialtonc,tallingwrcnt 
digitwUection 
routingpodsilpLpline 

usagemasageraprding 
ringing, both audible and p w r  

The OLEC will obtain fmm thc North American Numbering Plan Administrator NPA-Nxx 
directory numbers for OLEC customer's serval by this Unbundled Switch Port service. This 
OLEC NPA-NXXwill be dedifltcd to ~ ~ B e l l S o ~ t b  switch, and can mtbe &by BellSouth 
for Bellsouth customers. 

The prcrarcd intufaa between BcllSouth and the OLEC is a DS-I level transmission kicility. 
TbeOLu: will &liver thc sbwe local loops to tbe OLEC POI in the BellSouth wire center on a 
DS-I brility. BellSouth wil l  thcn UIC a D4 channel bank 10 dcmdtiplur thcsc OLEC customer 
drcuits to a 2 wire voice fzequcncy cable p i r  . 
4 Wirc lnttgwd Digiitnl Loop Canicr switch potu will k oEcnxlat a later datc. Tbeseports 
lrtilize 4 d e  DSI' btcrkes which arc Mncd in Eiellcoia TR-TSY-00008 and Bellwrc TR- 
Tsy.0). 

Wiarhar, boch th 2 Wirr Basic Rw Interface and the 4 wirePrimary Ratc Interface, arc 
lmdacmddaptioe 

A 4  win DS-1 trunk port may also bc o f f d  at a later date. 



OLBC S----f--l OLECBuilding - 
Wlann 

Tbe OLEC will dclivcr its QDtomer loops to BellSouth at tbe POI, typically a DSX frame. 
BcLlSouth will &multiplex tbe DS-I signal to VF. cron cnnnect to tbe Main Distributing Frame. 
and tben terminate the 2 wire circuit at tbe analog line interfaa unit (SW-I in the diagram). 

B c U h t h  will o&r a DSI '  intufaa for Integrated Digilal Loop Canier systems using &Ilcon 
"R-TSY40008 and TR-TSY-0303 standards at a later date (SW-2). Unbundling of tbe 2 wire 
Basic Rate ISDN interface (SW-3) is wder consideration 

0th interfaas Ebown in tbe SbOM diagram (SW-4 through S W 4 )  arc on thc "tmnk side" oftbe 
switch. Tbcsintahra arc used to connect an OLEC switch to a Bcllsouth switch. Tbcse 
Mafalxs arc hi in tbe Intamnoca Tarifr. 

4.0 Equipment 

Equipment m l u i ~ ~ I  to o&r this srvia will be tbe switching system installed in thc wire center. 
This quipmeat will be one 0 t h  following typcs: No. I A  ESS, No ZB ESS, SESS, and its 
mnWa, DMSIOO. and its Rmoteq DMSlO, DCO, and its rcmo(eg or EWSD, and its mts. 

Digital Loop M u  inmfau, is not available from No. 1A ESS or No. 2B 
I ttunk intcrlaa is not available from No. ZB ESS. Tbc ISDN interface is 
. I A  ESS. No. 2B Ess. DMSIO, or I X O .  

AD4 channelbankisllro myuircd toaavcthsccuaomers. Tbe D4 Channel baakwill 
dtipkx up to 24 autcunmooto one DS-I digital facility for hadoff to tbe OLEC at tbe OLEC 
POI. 

TR48 and TR-303 uc Bcllcwc Technicnl M I  that describe in much detail tbe signaling 
pdommcq and ot&s technical inmfaaa for integrated iiigital loop carrier systems. Moda 1 
and 2 rep-t UnCoDanlnted and coaceotratcd methods of operation for the TR48 system. 

$0 OABMSupport 

IOR7BS 



i 

To be pmvidai 

6.0 NehorlcDirlorurr 

BcllsouthLegslhrrd*armncd . that Networlr In- Disclosure is not applicable in this 
situation buausc lhir is a carrier to carrier interhx and mot an end user interface. 

7.0 Truuport %qui-ta 

TbcDS-1 fmm thcBellsarth Cbsncrl Bankto tbeOLECwill be cwne*.d totbsOLEc's 
equipment at thc DSX which ~prcscnu thc OLECr Wilt d h t c r f a o c  (POI) to &1IsOuth. Thc 
OLEC is mqmnsibk for Irpnsportiag thc circuit from thc IPOI to tbe OLEC dilrtrik*on network. 



st06 nckibben /AL,BRIM06 10/12/95 14:54 

UESSAGE n 
Page 1 

Dated: 10/12/95 a t  09:38 
Contents: 2 Subject: hunting? I 

Sender: Rob XcKibbrn / AL, BRHI(06 
PiiOW-1=205-977-5042; 

Part 1 

FROX: Rob XcKibben / AL, BRIM06 
PHONE-1=205-977-5042; 

TO: Bob Flood / AL, BRWXOS 
PHONE-1=(404) 529-5566; 

PHONE-1-(205) 977-2213; 
Jerry 0. Lath- / AL, BRIM06 

CCs JOHH DAVIS 
0-BCI; P-BCIf P m - 1 - ( 4 0 4 )  330-0401; 

Pa* 2 

Bob and Jorry, 

I participated on a conferenco call  rot unbundld porta. 
asked; w i l l  we provido mult i l ino hunting fo r  a buairuaa cluatomer who is  a 
Cuatomer of an OLEC? I reaponded t h a t  v. w a n t  to  accarodate t h e  OLECa, but 
there may be a- aervicoa, auch as ESSX, t h a t  w i l l  not ba offored on an 
unbundled baaia. 
option for  tho port? 
sure t h a t  t h e  Shared Tenant Service t a r i f f  ha. many mor. optiona t h a t  could 
apply t o  OLECa. 

The queation wam alao aaked who w i l l  w r i t .  the  aorvico ordora fo r  t h i a  a tuf f?  
I maid the  ICSC. Ia t h a t  correct  fo r  ALL roaalo, unbundlud, and interconnect 
aervicea? 

I agreed t o  w r i t e  a Tochnical Service macript ion fo r  thiii aervice. 
ask Jerry Lathm t o  provide t h e  Xarkoting service bac r ip t ion .  

A t  t h i s  t i m e  we a r e  only addreaaing the  2 wiro local loop port. 
and 2/4 w i r e  ISDN are not going t o  ba i n  t h e  i n i t i a l  f i l i n g  package. 

The quoation waa 

Should thm unbundled port tom include Inultilne hunting ao an 
I ' m  Thia queation i a  rOAlly jua t  the  t i p  of t ho  icoberg. 

They w i l l  

4 w i r e  trunks 

Rob 

F18COIZ 0 0 0 u c) 0 4  



4 Rob McRibben /AL,BIUiUO6 10/13/95 14:09 

REPLY 
Subject: hunting? 
Senderr Jerry 0. Latham f hG, BRHn06 

Par t  1 

P m - 1 = ( 2 0 5 )  917-2213; 

TO: Rob X c K i b b m  / AL. BRHn06 

CC: JOHN DAVIS 
OIBCI; P=SCI; 

Bob Flood / AL, BRHMO8 
P a r t  2 

Page 1 

Imted: 10/13/95 a t  09:57 
Content.: 2 

The se rv ice  order. w i l l  br taken by t h e  OLEC service c e n t e r  i n  Atlanta.  I t  La 
collocated with t h e  ICSC bu t  w i l l  have a dodicatod a t a f f l f a c i l i t i e a ,  etc. 

I th ink  from a po l i cy  p r m p c t i v e ,  *. could provide hunti.ng, howover, unleaa it 
can eamily bm addod t o  t h e  t a r i f f .  m plan  t o  f i l e  i n  Oct./Uov, I would may it 
nNdS t o  be addreamod a t  a later da te .  

W e  can t a l k  more on t h i n  a t  t h e  n e  RUIN-IT mwting. 

Thanks 

. 
.. . 

F I8COlZ O Q O O G 0 5  



Page 1 , 
mated: 10/12/95 at  13:02 

Contents: 3 

Rob McXibben /AL,BRHXO6 10/12/95 13:39 

UESSAGX c 
Subject: NSD for P o r t s  
Sender: Rob McKibben / AI,, BRIM06 

Part 1 

PHoNI-1=205-977-5042; 

FROM: Rob I4cKibb.n / U, B m 0 6  
PHONP1=205-977-5042; 

TO: JOHN DAVIS 
O=BCI; P=BCI; PHONE-1-(404) 330-0401; 

CC: V i c  Atherton / AL, BRIM06 
J e r r y  G. L a t h m  / U,  BRHX06 

PHONE-1-(205) 977-2213; 

PHONE--l=(205) 977-3153; 
JANE R A ~ R S O N  1 BRIDGE ~A-N J e s n )  

BCC: James V. Jackaon 1 AL, BRMlOB 
PHONE-1=205 977-5032; 

Part 2 

John, 

Attached i a  t h e  Network Ssrvica Deacription for an Unbundled Switch Por t  for 
Projec t  Harmonize. Thin i a  a word for  window. 2.0 docunuint. 

The a t tached  i a  a framework t h a t  t h e  Network SJm on your ]product tom can 
expand upon. 
indont i fy ing  hardware coa t  alemonta ahould k r e a d i l y  ava.Llable. 
t h i a  work betweon BellSouth and t h e  OLIC ia what noad. t h u  moat a t t o n t i o n  r i g h t  
now i n  my opinion. 

C a l l  me i f  you need more h e l p  from me. 

Rob 

Thin a r c h i t a c t u r e  haa beon i n  uao for a lory t h e  and 
MGPa t o  make 

Someone from J&n Hmotor'm t o m  may be able t o  help.  

205-977-5042 

Jane, I ' l l  b r i n g  you a paper copy. 

P a r t  3 

This i t e m  is of type BINARY ?I= and c&nnot bm displayed as TEXT 

F j  8 C O i  Z O O O D ~ 0 6  



z 
rob XcXibbon /AL,BREM06 10/12/95 l4:54 Page 1 

b REPLY 
subject: hunting? 
Sender: Bob Flood / AL, BRMlOB 

PaowL-1=(404) 529-5566; 

Dated: 10/12/95 at 14:31 
Content.: 2 

Part 1 

TO: Rob McKibben / AL, B M X O 6  

CC: JOHN DAVIS 

PI1oRI-1=205-977-5042; 

OIBCI; P-XI; PHONB-l=(404) 330-0401; 

PHONB-1-(404) 529-5566; 

PHONE-1=(205) 977-2213; 

Bob Flood / AL, BRHEIOB 

Jerry 0.  Latham / AL, BRIM06 

Part 2 

Rob, 

Ye., the unbundlod port tariff ham to include rotary sorvico, AXA hunting, for 
both businose linos and remidonce Uno.. 

I a1.o understand that a11 of tho.. ordors will go thru t.ho current vorsion of 
the IcSC. 

P a  if Q'.. 

Thank., 

Bob 

PBX trunk. alraady include hunting. 

F18COIZ 



Eno and Derl 

The attached chart is based on the discussion that we just had (10/23/95,2:30 pm) 

Eno, did ya’ll decide to do d o  “A” one way and scenario ”B” another way? Did ya’ll 
add more scenarios? Did ya’ll junk these charts? 

Derl, would you please put your rate elements and rates on this chart and fax it back? 
(I’m through with trying to send electronic messages and files fiom MicrosofVOpenmail to 
LotudNotes!!) My fix number is 977-7222. 

Thanks. 

Rob 

F I8COlZ OOOOa08 
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3535 COLONNADE PARKWAY 
BIRMINGHAM, ALABAMA 35243 

?- - PLEASE CALL FOR - PICKUP 
IF YO’’  u1 977-5047 _.. .--,, 
OUR 
OUR F1 

F I  8 m 7  
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0 
0 
F3 - 

Access via Unbundled Loop Channellization System (Same SWC) 

En 

Elsment 

a’ 
b’* 
CY 

d 

End-user Pren? I 

Serving Wire Center 

Descrlptiin 

Unbundled Exchange Access Loop 
Unbundled Loop Channelization System 
Unbundled Loop Central Office Channel 
Interface 

Tt‘ Co-Location Cross Connect 

‘One Unbundled Exchange Access Loop per customer device 
“One Channelization System Charge per 96 loops 
#One Unbundled C.O. Interface per Access Loop 
“‘Assunwd rate based upon currrent DSl Cross Connect rate element, 

NRC 

$71 .00 
$495.00 

s 7Ao 

s 21.00 
06Bhi.00 
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Unbundled Exchange Access .LOOP - OLEC not Co-Located 
(edit) 

Eiement Description NRC Monthly 

11" Unbundled Exchange Access Loop 
Ml?! Voice - Interoffice Channel (Fixerl) 

Voke - Interoffice Cliannel (Fer Mile) 
c# Unbundled Loop Centre1 Offlce Channel 

Interface 
d'* Unbundled'Loop Channelization System 
Q 1.544 lntoroffico Channel (Rxod per channol) 

I .544 Intomifke Chanml Par Milo 

DIgitall.544 Loop Carrier Local Channel (eddttional) 
. Digibi i,W Loop Carrier iocai Cimnnei (First) 

$71 .OO 
$87.00 

s 7.00 

s2w.00 

$745.00 
$335.00 

s4m.w 

- 

s.21 .oo 
$28.60 
$1.65 

L 1.70 
s 565.00 
S 64.35 
s 29.80 ff 
SlQO.90 
ttr1o.m 

"One Unbundled Exchange Access Loop per customer device 

#Om Unbundled C.O. interface per Access Loop 
Wntemffice Channel Fixed rate and per mile will apply per unbundled loop sewad from R foreign C.O. 

'"One Channelization System Charge per 96 loops r 
1 



oaokr6.1995 

To: ShrollIrwin 
J ~ l v  Ru\lcrson 

From: RcibMcKii  

Subject: NctworL Service Dacriptiwr for Unbundkd Locpl Loop. and Concmmtd Unbundled Local 
Loop 

cc: JcrryLstham Roger Devi 
DcrlNdson GuyTcnnvroa 
Ed Jorvs DNiaBrSay 
Jam Raul- Vi Atbatoa 
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Unbundled Local Loop 

Network Service Description 

crahnicpl Suvk Description) 

1.0 overview 







Concentrated Unbundled Lxal Loop 

Network Service Description 

flshnical swiccDcmi~m) 

1.0 OVCrvim 





. 

Repnrcd by: 
RobMd(ibkn 
205-977-5042 



- A” . R McKibben /AL.BRHMOB lO/S/9S 1 6 : 2 8  Page 1 

MESSAGE Dated: 10/04/95 at 13:24 
Subject: UBL Concentration Technical Service Description Contents: 2 
Sender: Jerry 0. Latham / AL, BRHM06 

Part 1 

PHONE-1- ( 2 0 5 )  977-2213; 

TO: Bob Flood / AL. BRHMOB 
Rob McKibben / AL, BRHM06 
JANE RAVLERSON / BRIDGE (RAULERSON-JaALTE) 
STEPHANIE REARMlN / BRIDGE (REFLRXIN-S~ALHR) 
John A. Ruscilli / AL, BRHMOB 
BOB SCHEYE / BRIDGE (SCHEYE-RaTNAA) 
Mario L. Soto / AL. BRHMOB 

Part 2 

We have an urgent need for a TSD on the UBL concentration :feature. 
offer the TR-303 version of the SLC. 
on this equiprnent/service. 

If not, Rob and Jane, I need to know who is a good network operations person 
that knows about this stuff that we can lend to the UBL team for the purpose of 
writing a TSD very quickly! 

Thanks 

Jerh 

We plan to 
Do any of you know i:E a TSD exist today 

F i 8COI Z 0 0 0 0 0 2 3  



July 28, 1995 

To: DerlNelson 
Sharon Davis 

cc: Jerry Larham 
Craig Cook 

From: Rob McKibben 

Subject: Unbundled Loops for Project Harmonize 

Attached is a memo that daaibes the architecture required to unbundle a &1ISouth loop to give to an 
Other Local Exchange Carrim (OLEC). 

As you may be aware, the corporate position on Unbundling local lwp  is that these loops arc available 
today I h n  the special aecesr tariff. 

In a recent RUIN-IT (Resale, Unbundling, Intmonnat, Negotistiollli - Implementation Team) meeting, it 
was stated that a special ~ c c a s  l i e  would not work for providing dial tone. Ibe solution that came out of 
the RUN-IT team m&g is for me to give you a copy of these pictlua, and tell you to fix it. I really 
don't think that that is the answer, but you now have the package and WE cdn start figuring out what really 
has to be done. 

Rob 
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July 25,1995 

To: Bob Scheye 

From: Rob McKibben 

Subject: Unbundled Loop Concentration Question 

The attached should close out the question on providing concentration for unbundled 
loops that you gave to Vidme on 7/21. 

Ed Jones (205-977-5059) is the primary point of contact for Harmonize loop technical 
issues if we need to pursue this further. 

Rob 

cc: Vic Atherton 
Ed Jones 
John Jackson 
John Krupsky 

. .. 
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July 25,1995 

Can we, should we, and if so, how will we provide concentration for unbundled loops to 
an OLEC (Other Local Exchange Canier)? 

1. Yes, BST can provide concentration for unbundled lalops to an OLEC. 

(BST can concentrate loops from a given Wire center onto a digital transport facility. 
BST caunot concentrate loops from multiple wire cenlters onto a single DSI digital 
transport facility.) 

2. Yes, the Technical Issues Team recommends that BS’T should provide concentration 
for unbundled loops to an OLEC. 

3. The actual method of providing this concentration willl depend upon office specific 
capabilities, the current serving arrangement for each unbundled loop, and the 

amngements and 6 loop interfaces in Technical Issue Sheet 3.05, attached. 

BellSouth desires that all interfaces with an OLEC to be at -gher, rate. 

Mode 1 TR-08 or Mode 2 TR-08 channel bank, or some v o a multiplexer (chosen a by 
The Channel Bank shown on the attached diagram may 

the OLEC from a list of BellSouth standards). 

Since providing this concentration and/or multiplexing function will cause BellSouth 
to incur additional costs, the Technical Issues team encourages the Harmonke Ricing 
and Tariffing team to ensure that these costs are covered in the tariffs. The Technical 
Issues team suggests that the OLEC should order an unbundled loop via one tariff 
elementand the concentrntiodmultiplexing ordered as a part of the transport interface 

OLEC’s requirements. The Technical Issues team has documented 57 loop serving 
7 

tariffC*t. 

file: loopcmc.doc 
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h a  Update dthir k 06/16/95 5:W PM 

Issue Category: 
Category Number: 

Project Harmonize 
Technical Issues Team 

Interconnection and Unbundling (Local Exchange Services) 
3 

Issue statement: 
various local loop options between BST and alternote proitiders? 
Issue Number: 5 

What are the interconnection paints and issues orrocirted with the 

Champion: 
Phone: 

ContaCt(s1: 
Stewart 
Phone: 

John KNprkv 
205-977-71 48 

Ed Jones, John Jackson, Tom Appleby, Steve Spuer, Glenn 

20&977-6059,5043,7188.7209,404-529-2670 

DeSc**. Drawinw of kul loop conftguraniw. both existing and future, will 

and intuconnoction alternatiw will be documented for advantam, d&advantages, 
equipment constraints, compatibility *rues, operstiw impacts, economics, and consistency 
with network evolution plans. 

be analvzed for requested and potHItiol intucMluction pC*ltr. Each S U h Q  MOnQWlWnt 

Solution Akematlves: Numerous 

Solution I m p l i i s :  

Recommendations: 
arrangement based on technical constraints. econamics, and corporate stratepy. 

Select a fmt choice alternative {for each interconnection 

Week 
April 3 

r\m 10 

Status 
Distributed copier of llLC Issue 026 report 
'Long Term Unbundlin~ and Network 
Evdution' to 13 core or coruulting members 
ofT.chiul Il.uu team to supporttfteir 

ntuconrvction alternatives. Devdoped f i s t  
draft of wotk plan and made availaMe on IP 
IAN forteam munkr mviaw Mdinpv(r. 
Dimibut.d dnh iuwr report to team 
mwnkn.schdukdhnom*.tingldwing 
mJc of April 10 for subteam to devebp 
harconcuction &wings. Hr- on 

fadties. kop. j o ~ l i n ~  & eontrd. operations 
svstenu, and aeneral issues.. 
Conducted subteam meetings on April 11 and 
13 to diagram rdect6d alunrotivu for 
phvskal in- arrangements 
involving intotface to a CLEC:'s switch 

&-t of wbundri  ,urd 

QlUUpiflQ of bU08 from 
COIU0adst.d CatOQOl%% awitch, k r t w o f f b  

3 & 4 



hrt Update ofthis k 06/16/9S 5:W PM 

accessin0 LEC loop 
grade copper, IDLC, NGD1.C. and SONET ring 
with broadband switch WM multiple RDTs. 
Identified assumptions and issues associated 

Subteam met April 
sketches for 67 serving ennnmments with 
various interconnection alternatives. Subteam 

with each alternative. 

working to document outp 

April 17 

April 24 

Mav 16 I 
Mav 22 

Attached drawin and m s .  -=I 
Julv I 
A w u n  
%member I 
October I 
November I 
December I 



P. 

Lpst Update a f t b  Icnw: 06/16/95 504 PM 

CLEC Interconnection Arrangement8 for BST Loop Facilities 
co >Loor 

CLEC IntvcwDem 'on Arrmgemtnta for BST Loop F.rilit*r 

:?I 
Jr...: 

G 2  ..I.. 
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Lest Update of this Issue: 06/16/95 5:W PM 

L-3 
In this interconnection arrangement, the customer's facility i!r provided over Universal DLC. 
The Central mce Terminal (COT) converts the digital sigmils back to analog and terminates 
them as derived pairs on the MDF. This permits cross conne'ction to a dedicated CB for 
interconnection with the CLEC at the DSl rate. 

L-4 
In this interconnection arrangement, the transport DSls of a integrated DLC RT pass through a 
DCS. For medium penetration levels, unbundled DSOs can be cross-connected to dedicated 
DSls for interconnection with the CLEC. 

L-5 
In this interconnection arrangement, for large penetration levels, an entire dedicated system of 
DLC at the RT would be used to transport the unbundled CUSttomcrs back to our CO. This could 
be a physical RT of conventional DLC, or a virtual RT of Next Generation Digital Loop Carrier 
(NGDLC). The DSls would be transported back to our CO for interc~nnectcd to the CLEC. 

L-6 
In this interconnection arrangement, individual DSOs served over integrated DLC can be 
unbundled by a semi-permanent connection through the switclh (nail-up) or by interconnection 
only for duration of the call (cut-through). 

Ropriaary 
Draft - For Discussion Purpmes Only 

Not For Use or Disclosure Out side of &:IISouth 
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CLEC Interconnection Arrangements for BST Loop Facilities 
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I N T B R O F F I C E  M E M O R A N D U M  

Date: 24-Jul-1995 02:21pm CST 
Prom: Ed Jones 

JONES-CE 
Dept : NETWORK PLNG & SUPP 
Tel NO: 205-977-5059 

To: MCKIBBEN, ROB 1 ( ROB-MCKIBBEN!ALBRHM06 @ BRIDGE ) 

Subject: Concentrated Unbundled Loop 

In all of our work to define the technical interco~ection arrangements requirec 
to support unbundling the local loop, we assumed the handoff to the OLBC would 
always be a DS1, or higher, level signal. Given that, we found that we will 
almost always have to place a channel bank. It was also assumed that the OLEC 
would want to designate the format of the DSls (:from a list of standards). Thi! 
will further require that we place the appropriate type of channel bank 
(e.g. Mode 1 TR-08, Mode 2 TR-08, D4, etc.) in the office. Given that we are 
talking about POTS service, we fully expect that the most common request from 
the OLECs will be for a Mode 2 ( 2  to 1 concentration) type of format. If you 
have questions or need additional information, please advise. 

F I8COl Z 
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August 9, 1995 

Local Competition Unbundled LoopPort 

AGENDA 

0 Introduction of Participants 

0 Purpose of Meeting 

Initiate product development process 

Identify product manager 

Project Harmonize background 

0 ProductDiagram 

Product Guidelines 

0 RequirernentsExpectntions 

0 Open Discussion 

0 ProductManagar 

0 Nextstep 

0 A d j b  
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UNBUNDLED PRODUCTS AND SERVICES 
Unbundled Exchange Line 

Cnbundled exchange lines etn k purchased from the Georgia Privata Line Tariff or from sectinn €7 of 
the State ~ c c c s s  Service Tariff (Voice made Local Clunnel). 

A Voice Grade chamel is a channel bar provides voice frrqumcy crammission capability in the nominal 
eequmcy range of  300 to 3000 HZ and m y  be terminated two-win. voice Chde chuoclo are provided 
k w c n  customer des3natcd pmniroo or between a customer designated pfcmirs and a Company Hub. 

An Access Ordu is an order to provide rhe CLEC with Special Access Service M to prowdc changes to 
existing -ices. 

%I . . . .  

The CLEC shall provide all infomation necessary for the Company to provide and bill for die requested 
service. in addition IO the order information rquirul in U.2, the CLEC mwt dro provide: 

- Cwtomcr name md premise ddreu - 8 i h g  nunc and 8ddreu (when different ftom cunomu IPMC d ddrru) - Customer c a n w  nunc(r) and rclephonc ombcr(s) for the following provisioning activities. 
order negotiation, order codunution, imtnctive design, inNIlrtion md billing. 

Thr ems md condiuom which apply for lhrs rervicc rpply bm. icrcqt rht the Spcirl Access 
Surcharge shown in section E7.5.8 will not apply. 

ES. 1.1 of the Georgia Access Service Tariff MIS forth the rqphtic~n, rad ord*. related chugrr for Access 
Orders for Specid &ems servk.r. 

'The time requid &- the m i c e  ( is . ,  the intend between th Appl i ion  Date and Service 
Date) h known m &-r*vke ~IUUV~. Such intends will be established in rteordrnce wUfDublished 
service date intend @ e t i  WIG& m rvailablc 16 CtECs upon request, whether the CLEC's service 
is subject to sundrrd or nqotiatod intervals. Thr C L x  m y  nquat 8 service duc other lhan t h t  
established pursuant to th. rniu date interval guidelim, and the Company, whm possible. will 
cwblish the XMCC date in accord.ncc witb rueh rrqurrt, subject, however, to o h  applicable pro*isions 
of this tariff. 

1 

1L 

2 



UNBUNDLED PRODUCTS AND SERVICES 
Unbundled Exchange Line 

Page 2 

Pa4 

l ? L ! s a / ~  

There we three types of nccr urd charges. dsily rates, mimdrly ram .Ml nonrecurring charges. 

Monthly rates nrc Oat recuning chu8cs that apply uch monlh or 6nSCioa hereof that L spcciat Access 
Servicc is provided. Daily ntu arc flu re~&ng rater that apply lo t.ch 24 hour pdod of fraction 
!hereof. Non-rscuning charges are om-time charges that apply for tpesffic work activity. 

Voice Grade monthly chugc is L25.00 (GA Access Tdffnte) 

Additional charges may apply to CI(MS CONICGI. 

, 

* * 

2 
3 



UNBUNDLED PRODUCTS AND SERVICES 
Unbundled Exchange Line 
(Alternative to Special AcccSJ) 

085 

0.57 could provide a new offering u l i l i w  line side conneStioos (single-line residence. sinslc.Itt\e 
business, ex.) as a h i s  for i ts cost m d y  and pncing recotnmendnion. 

;i 

The CLEC may not combine BST'r Unbundled Exchange Line wirh EST's Unbundled Exchange Pon 
unles the Unbundled Excbange Line is provisioned out of tbc Special Acccu or Priwm Line T*ff. 

FCC Subscriber Line -e (SLC) md the Ca&r Common L h  (CCL) charge (or -a&) wwld k 
applied to tb0 loop. 

3 



066 

UNBUNDLED PRODUCTS AND SERVICES 
Unbundled Exchange Port 

BST could develop a ncw offenng t h t  would provide JCCCSS IO B9T.s twitching capabilities independent 
from rhe local loop. % 

I4 

The CLEC may not wmbinc BSf'r Unbundled Exclung8 Pwt with BST'r Unbundled Erchrnec Lioc 
unless the U ~ M l o d  Exchange Lm is provisioned ou: of thc Special Access 01 Private Line Tariff. 

The port charge could be a flahnud monthly recumins nte. 

Network w g e  could be rated similarly to the exiscine Shnd Tcrunt Savice (STS). (S.Oz/Call and 
, S.OYminutc) 

4 
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Local Competition Examples 
Pre- Compe titioq 

... .. ...... ... .. ..... . 
Red = ALEC 

C n n - b d k o l Q n ~ a w  ' Black = BST 
PROPRIRARV 5/8/95 

P c mtbr IJnorUldQ.. OuMlld- . . .  
(( , \L' F I srni 7 oooou39 i 



.. 

.. .
.

 

I 

08. 0
9
-
 95 

2
2

: 39 

F18COIZ 
ri n n n.n L n 



Projrct Hrrmonilo 
TrchnicJ lrrurr Tram 



22: 39 D10 

F 1 8 C O  i * Z  0 0 0 0 0 4 2  



f .  

I 

10 





D13 

I A T B R O I I I C B  ~ B U O R A ~ ~ D U N  

Date a 04-AUg-1995 l 0 ~ 4 6 m  CDT 
?roma E. 1. Welch 

Dept a INTTCR~~ONN~ICT cus SUPPOR 
WELCH ED 

TI1 Mol  904-350-8805 

CC: 2 'CC' addre8seer 

Subject: PROJ. HARPIONIZE - UNBUNDLED LOOP/PORT 
On behalf of the Project !iarmonize Operations team, I have been b8kd to 

this effort, I have rcheduled a meeting for Auqu8t 9, 1995, SBC, Room 400, 
675 West Peachtree Sreet, 10100 - 5100 EST, in Atlanta. 

.i 

' interface with the appropriate product team8 tal addre88 the local 
. competition i8sue8 of unbundled loop8 and unbundled port.. To kick off 

The Harmonize Operations team has tm~u88t€id, at 6 minimumI the following 
information be available by Octobhr 1, 1995. 

-service derCriptiOn8 (marketing/technical) 
-methods and procedure8 
-illurtrative tariff 
-usocs 
:-rate elementr/billing/guiding 
. -senrice order exhibit8 
. -mearurement (recording/capturing) procedure8 -journalization/phrare code8/account coder 

-billing rpecificbtionr (CBOS) 

1; As you may conclude, we aurt 
in less than two month.. ! for this effort, a d  as 8UCh your participation, (or representation) is 
vital for the auccess of this project. I all0 encourage you to invite 
additional personnel which you perceive to be nieeded for the project. 
This meeting W i X &  not b. Canceled in the event Of b work #toppage. 
stated in the btbohunt from Allan Price to the Harmonire Steering team, 
perronnel involved h U-nire activitiem 8houild be exempted a8 needed 
from work stoppage ermignmantm to continue thoro activitiem. 

Plea8e accept my bpologie8 for the mhort notic., but thir a par8 to be 

rforu the entire product developaent proce88 
Bac r of you ha8 been identified am a key re80urce 

A8 
i 

: standard procedure for this project. I look forward to 8ea P ng you bt the 
i meeting. Call me on 404-529-5133 if you have any quertionr. 

1: i 



LO s mer xg Conunit 

FROM: Allan Prica 

tf SUBJECT: Emphasis on Priority of tlaraonire Activitias 
I 

l concarning the ability of tha t o  m e t  the 
dater baing impred upon tham 
the variour statas. Although aadarr expressed 

I 

;! ' During the 7 / 2 1  Steering a question brose 

latory process in 
confidence in baing able to meet all known raquiremants at 
this tima, thoy acknowladgal that 1010. of the product teams 
being pulled in now did not saam to be traating tho 
implementation work with the appropriate menre of urgen 
Additionally, it was noted that savoral key playerr on 3; 
planning teams, as well ar tho product team8, wet. not being 
withheld from strike duty should a work stopgaga occur in 

As a result of therm concerns Charlia Coe arked ma to sand a 
-note to the Steering Colmittee and otharr asking tht tha 
Harmonize implementation activities be traoted crith tho 
highast priority. It is osrantial that the product Uams . complete all servica dercription, tariff davalolpPmt and MiP 

1 changer thoroughly and ax itiously, and, thir work must k 
completed regardlore of w ga occurs or 
not. Pleare g i q  t h i s  your parSOM1 attant on as moon as 
possible. 

Copy to: H a m  e Cora ~ a a m  
Larry Carter 
Dava Shaver 
Jim Wootan 

August 

ther a work stop Y E=d 

! 
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RoL cKibben /AL,BRHM06 8/10/95 13:32 

M$S<GE 
Subject: UNBUNDLED SERVICES 8/9/95 MEETING MINUTES 
Sender: E I. Welch / Bridge (WELCH-EDJTNCC) 

Page 1 

D.ated: 08/10/95 at 0 8 : 3 4  
contents: 5 

Part 1 

TO: DISTRIBmION (Title: Distribution) 

Part 2 

Attached are the minutes of the 8/9/95 unbundled loop/porl: meeting. I 
welcome any changes or corrections. 

Thanks again for your help and participation. 

Part 3 

MEETINQ MINUTES 

Date: August 9, 1995 

Subject: Unbundled loop, unbundled port 

Attendees: 
Ed Welch 
Ray McCallen 
Vic Atherton 
Jane Raulerson 
Sharon Irwin 
Susan Campbell 
Bob Flood 
Marilyn Landis 
Gennie Walker 
Rod Reardon 

Daonne Caldwell 
Jerry Latham 
Kelly Stephens 
John Davis 
Melissa Dutton 
Dave Szczuka 
John Krupsky 
Leanne Ward 
Rob McKibben 

Ed Welch facilitated a meeting on August 9, 1995, to discuss the local 
competition issues of unbundled loop and unbundled port. 

UNBUNDLED LOOP 

The "Unbundled Prcducts and Services" documentation prepared by the Project 
Harmonize Interconnect team was reviewed and discussed. Open discussion 
followed about the special access and private line scenarios. 

Network representatives expressed concerns that special acoess was not a 
technically viable option. 
discussed, the concard. ware alleviated, and Network agreed that \mLnmdled 
loops could be p r o v i w  via special access as currently tariffed. No 
tariff changes would W -red. Verification of available (and for 
suggestion to CLECs) HC/NCI/SBQScI codes was suggested. 

SPECIAL ACCESS 

These parceived technical barriers w r e  

Notwithstanding the absence of technical problem in providling unbundled 
loops via special access, cross connecting special access unbundled loops 
to non-access unbundled ports ME perceived to be a serious problem. 
Numerous existing service offerings (i.e., DS1 to CEWTREX, DSl to FlCxServ, 
etc.) with similar access to non-access cross connects are plaglled or 
hindered by multiple COU involvement or communication prior to order 
issuance, service rep confusion, manual coordination of separate related 
orders by Network, frequent provisioning delays, customer irritation, two 
control offices for installation/maintenance, high work content, and high 
provisioning costs. 

The issue of loop conservation was also discussed. The met- for 
unbundled loop should provide for reuse of existing (BST) loop facility 

F i 8 C O  1 .Z 0 0 0 0 0 4 7  



' Ron McKibben /AL,BRHMO6 8/10/95 13:32 Page 2 

when the enduser changes from BST to CLEC, CLBC to CLBC, or CLEC to BST. 
This would eliminate the unnecessary expense of installing (potentially) 
additional facilities, especially from a residence perspective. 

Sharon Irwin was identified as the Product Manager, and was asked to 
address the above issues via her product team. 

PRIVATE LINE 
The following issues were identified regarding the private! line access 
alternative for providing unbundled loops. 

-A new USOC would be required to facilitate provisioning cif a DSO interface 
at the end user location and a DS1 interface at the CLEC location. There 
is no provision for this combination in the current GSST tariff. 

-A DLR (design layout record) is not available for private line. This is a 
disadvantage compared to special access. 

-There is no automated process for customers to request service from BST. 
This is a disadvantage when compared to the EXACT process used with special 
access. 

-Network will be required to field dispatch on all DSO's. The same will be 
required for special access and is inherent in all "special service" 
processes. 

-Currekt "POTS" end user facilities (soma are not special services 
compatible) may not be reusable. This applies to sptcial access as well. 

-If unbundled loops are provided via private line, a new reseller section 
should be created in the tariff. 

Sharon Irwin was identified as the Product Manager, and wa16 asked to 
address the above issues via her product team. 

OTHER UTERNATIVE 
There is a potential that a totally unique tariff offering would be 
required due to pricing issues inherent in other alternatives. 

Jerry Latham was representing the Product Manager (Richard Robertson), and 
was asked to address this alternative with same. 

UNBUNDLED PORT 

The following issues were identified regarding the unbundled loop issue: 

-DSO cross connection of a port to a collocated CLEC contains a myriad of 
provisioning problems, and should be avoided where possible!. 

-Procedures must be developed for cross connecting to an unbundled loop. 
(See concerns previoulrly liated in these minutes.) 

-Need to pursue/develgp the capability to provide DS1 cross connect between 
port and CLEC. 

-Determine the connecting arrangements with SLC systems. 

-Ensure capability of usage measurement. 

Jerry Latham was representing the Product Manager (Richard Robertson), and 
was asked to address this alternative with same. 

. GENERAL 

Ed Welch summarized the issues and reiterated the charge from the Project 
Harmonize Operations team to conclude product development and issued 
resolution activities by October 1, 1995. 
to deliver the items listed in the attached meeting invitat:ion. 

The product teanus are requested 

F i8COl Z 0000uliE;  
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Bob Flood expressed concern about the October 1, 1995, date from a final 
tariff perspective. He suggested that this forum establish date 
milestones for the product team. After some discussion, it was decided to 
delegate this task to the individual product teams. 

At the request of Sharon Irwin, Ed Welch connnitted to contact Jerry Latham, 
to obtain the direction regarding special access, and to reply to Sharon 
before substantive efforts begin by her team. 

Part 4 

Forwarded MESSAGE Dated: 08/04/95 at 10:46 
Subject: PROJ. HARMONIZE - UNBUNDLED LooP/PORT Contents: 2 
Sender: E I. Welch / Bridge (WELC!H-ED@TNCC) 

Part 4.1 

M: DISTRIBUTION (Title: Distribution) 

Part 4.2 

On behalf of the Project Harmonize operations team, I have been asked to 
interface with the appropriate product teama to address the local 
competition issues of unbundled loops and unbundled ports. To kick off 
this effort, I have scheduled a meeting for August 9, 1995, SBC, Room 400, 
675 West Peachtree Sreet, 1 O : O O  - 5 : O O  EST, in Atlanta. 

The Harmonize Operations team has requested, at a minimum, the following 
information be available by October 1, 1995. 

-service descriptions (marketing/technical) 
-methods and procedures 
-illustrative tariff 
-usocs 
-rate elements/billing/guiding 
-service order exhibits 
-journalization/phrase codes/account codes 
-measurement (recording/capturing) procedures 
-billing specifications (CBOS) 

As you may conclude, we must perform the entire prcduct development process 
in less than two months. Each of you has been identified CIS a key resource 
for this effort, and as such your participation (or representation) is 
vital for the success of this project. I also encourage you to invite 
additional personnel which you perceive to be needed for the project. 

This meeting will not be canceled in the event of a work stoppage. AS 
stated in the attachment f r w  Allan Price to the Harmonize Steering team. 
personnel involved in Harmonize activities should be exempted as needed 
from work stoppage aslrignraants to continue those activities. 

Please accept my apologias for the short notice, but this appears to be 
standard procedure f4this project. 
meeting. 

Part 5 

I look forward to seeing you at the 
Call me on W4-529-5133 if you have any questions. 
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July 31, 1995 

MEMORANDUM TO: Harmonize Steering Committee 

FROM : 

SUBJECT: 

Allan Price 

Emphasis on Priority of Harmonize Activities 

Page 4 

During the 7/27 Steering Committee Meeting a question arose 
concerning the ability of the planning team to meet the 
dates being imposed upon them by the regulatory process in 
the various states. Although the team leaders expressed 
confidence in being able to meet all known requirements at 
this time, they acknowledged that some of the product team 
being pulled in now did not seem to be treating the 
implementation work with the appropriate sense of urgency. 
Additionally, it was noted that several key players on the 
planning teams, as well as the product teams, were not being 
withheld from strike duty should a work stoppage occur in 
August . 
As a result of these concerns Charlie Coe asked me to send a 
note to the Steering C d t t e e  and others asking that the 
Harmonize implementation activities be treated with the 
highest priority. It is essential that the product teams 
complete all service description, tariff developaunt and MLP 
changes thoroughly and expeditiously, and, this woxk must be 
completed regardless of whether a work stoppage occurs or 
not. Please give this your personal attention as 130on as 
possible. 

Copy to: Harmonize Core Team 
Larry Carter 
Dave Shaver 
Jim Wcaten 
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MESSAGE 

Page 1 

Dated: 08/13/95 at 2 3 : 5 8  
3 

Subject: RE: Re: Unbundled Loop Features Utilizing Specialt Access 
sender: Sharon Irwin 

Contents: 2 

O=bci; P-bci; 

Part 1 

TO: DISTRIBUTION (Title: Distribution) 

Part 2 

Jerry. 

We still need to talk. While the meeting served to clear up some issues, I am 
still confused by several items: 

1. We need to discuss this issue about the provisioning of an unbundled loop 
and what tariff this should come from. I am still unclear about where this 
"access loop" filing will reside. (i.e. If the unbundledl access loop is to be 
filed in the state access tariff or the GSST tariff or if it is undecided at 
this point. ) 

been made that the filing would exist in the State Access Tariff. As Susan 
Campbell and I explained in the meeting, there needs to be some serious 
thought that goes into this decision. 
negotiation tools (CSAs) by filing t h i s  in the state access tariff. 
Additionally, as we explained, by filing this in the access tariff 
provisioning will be a disaster. 
been adequately addressed. 

2. I am concerned that the Product Manager for the unbundled NAR was not 
involved in the afternoon conversation. 
revenues too. Additionally, they need to have input into this provisioning 
issue (i.e. CABS vs. CRIS). 

3. From earlier memos from you, it seems that a team already exiets that will 
be filing these tariffs to meet the October 1 deadline. I want to verify that 
this is indeed the case and my Product Team's involvement in this is simply as 
a technical resource. 

Based upon earlier memos from you, it seemed a determination had already 

We could potentially lose some important 

I am not convinced that these issues have 

This will have a large impact on their 
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Unbundled Loops 

Power Ringing 

Background: A power ringing signal is the custorneh indication that someone is calling and it's time to answer the phone, 
The audible ringing signal is the tone the calling party hears through the speaker to indicate that the telephone on the other 
line is ringing. 

Power ringing requires a strong electrical current (48V) to activate the bell!s in the telephone set. This current is typically 
provided by the batteries in the central office and is applied to the line by a metallic grid on the switching machine. 

A DS-1 digital signal does not cany power ringing current 

A SLC-96 (or equivalent DLC) DS-1 carries instructions to the SLC-96 channel bank that power ringing is required. The 
SLC-96 channel bank then interprets the control signal and applies the necessary current to the subscribeh line from 
batteries located in the channel bank. 

Issue: 

If an OLEC buys an unbundled loop from BST. how will the OLEC apply power ringing to the unbundled line, assuming: 

1) the OLEC interfaces BST at the D S 1  rate 

2) the OLEC is collocated 
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Dated: 00/04/9s at 08:31 
Contents: 2 

'7 . =  MEBSAGE 
Subject: Re: Unbundled Loop Features Utilizing Special Access 
Sender: Brian Blanchard / Bridge (BLANCKARD_FB@ALTE) 

Part 1 

FROM : 

To: 

cc: 

Brian Blanchard / Bridge (BLANCHARD_F'B@ALTE) 

Sharon Irwin 
0-bci; P-bci; 

Craia L. Cook / AL. BRWM06 
Rob GcKibben /' AL, .BRWMOB 
Jane Raulerson / Bridse (RAULERSON JaALTE) 
Bob Scheye / Bridge (k-R?YE-RBTNAA~ 
Jerry 0 .  Latham / AL. BRHM06 
Ed HOUDDelt / Bridse (HOUPPERT EJ@ALTE) 

Part 2 

Hicap terminating in an ESSX is the most poorly coordinated 
service we offer today. Every order is a problem. I have been 
working with Mike Stauffer's ESSX team to remedy this situation 
for nearly four years. PBX/DTS service was to help remedy this 
situation by allow Megalink t o  terminate directly on the trunk 
side of the switch. ESSX was to be redesigned to provision the 
Hicap batween the POP and switch as an end-to-end carrier system. 
I am still waiting on an illustrative tariff from D a n  Sczuka. 
Two different customers that hook together to form one end-to-end 
service should be treated as one record for maintenance and 
provisioning if we have sold the service to both customers. 

Thanks, 
Brian 
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Da.ted: 08/03/95 at 23:15 
contents: 2 

&&AGE 2= 
Subject: Re: Unbundled Loop Features Utilizing Special Access 
Sender: Susan Campbell 

0-bci; P-bci; 

Part 1 

FROM: Susan Campbell 

TO: Sharon Irwin 

CC: Jerrv 0 .  Latham / AL. BRHM06 

0-bci; P-bci; 

0-bci; P-bci; 

Bria; Blanchard / Bridge (BLM?(IHARD_PB'ZJALTE) 
Craig L. Cook / AL, BRHM06 
Rob McKibben / AL, BRHM06 
Jane Raulerson / Bridge (RAULERSON J " E )  
Bob Scheye / Bridge (SCHEYE_RBTNAAT 
Amanda J. Grant / AL, BRHMO4 
Ed L. Honeycutt / Bridge (HONZY~-ELVl'NCC) 

Part 2 

Sharon, 
As we discussed earlier, I don't see why we can't use existing PX/OPX (FxS) 
cards to provision this. I agree with you that there are llarger issues than 
just ordering the loop: 

if the customer ordering the loop is an ESP, who ie also a CAP, how are they 
going to order the network switching element. 
traditional GSST/PL tariffs is much more atttractive than L l o m e  of the pending 
issues (GSST NARs are flat rate, if it is "accessn when you order resale 
service, doesn't all access have to be billed the same way;') 

From a collocation standpoint, we hated the "resale ie access" point of view 
taken by regulatory last year in pt since we have CSA authclrity on the local 
level and not in the access arena and we felt it had potential implications 
(but then again they didn't ask us). I'd ask that team to discuss this stuff 
with Amanda Grant, Ed Honeycutt and other knowledgeable pealple before the 
Project people make any recommendations. 

Susan 

I think ordering out of our 
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REPLY $1 Dated: 08/04/95 at 0 8 : 0 6  
subject: Re: unbundled Loop Features Utilizing Special Acc'ess Contents: 2 
sender: Jerry G. Latham / AL, BPHM06 

PHONE-1- ( 2 0 5 )  977-2213; 

Part 1 

TO: SHARON IRWIN 
0-BCI; P-BCI; 

CC: BRIAN BLANCHARD / BRIDGE (BLANCHARD_FB@ALTE) 
Craig L. Cook / AL, BRHM06 
Jerry G .  Latham / Ac, BRHM06 
Rob McKibben / AL, BRHM06 
JANE RAUtsRSON / BRIDGE (RAULIIRSON JOALTE) 
BOB ScHFlE / BRIDGE (ScHFlE-R@TNAAT 

Part 2 

Sharon, 

I think there is some confusion about this. The Project IIrinnonize core team 
has approved the policy of utilizing existing special acceiis services (voice 
grade private lines, etc.,) as our unbundled loops. We want the OLECs to be 
able to order this service directly from the access tariff utilizing existing 
prices, M&Ps, order, provisioning, billing, etc., as much am possible. 

It was recently suggested that these existing services might not provide the 
needed capabilities to provide full local exchange aervicesl such as Caller ID, 
etc. Therefore, we need the product teams help in determining if this is true 
and if so, we need your help in W i n g  the necessary modifications to the 
service, the tariff, the price, etc., in order to bring this to the market for 
OLBC consumption. 

We will need these modifications completed in time for a filing to be made in 
mid-October. We should probably meet on this as soon ae possible. 
and make myself available at your earliest convenience. 

I will try 

Thanks for your help on this matter and give my thanks to your team. 

Jerry 

+c 
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ZL Dated: 08/04/95 at 08:30 
Subject:  unbundled LOOP Concentration Feature Contents: 2 

5 

ME~SAGE 

Senser: Jerry 0 .  Lath& / AL, B-06 
PHONE-1- (205) 977-2213; 

Part I 

FROM: Jerry G. Latham / AL, BRHM06 

TO: JANYTH AUSTIN 
0-BCI ; P-BCI ; 

CC: BOB FLOOD I BRIDGE (FLOOD BWIWDD) 
Rob McKibben / AL. BRHM06- 
JANE RAULERSON / BRIDGE (RAULERSON JOIALTE) 
BOB SCHBYE / BRIDGE ( S C H E Y B - R O I ~ i  
E I. WELCH / BRIWE (WELCH-BDNNCC) 

Part 2 

Jan. 

Ealier this week, you and I had discussed the need to tariff a service that 
would allow Other Local Exchange Companies (OLECs) to concentrate unbundled 
loops from a central office back to their switch. It appeiirs that this 
capability is similar to channelized MegaLink. Our plan iir to allow the OLECa 
to buy existing special access service such as voice grade private lines, DSO, 
etc. as an "unbundled loop". Therefore, the concentration service we are 
talking about would need to allow the OLBC to "multiplex" multiple special 
access lines from a central office up to a DS1 level and then "transport" the 
DS1 back to their entrance facilities (collocation, etc.). 

The OLEC will need to be able to provide local exchange sezvice over these 
facilities, 80 we need to ensure this feature would allow them to provide 
dial-tone, ringing, vertical features (call-waiting, etc.) in an equivelent 
manner as BST does. 

The Interconnection and Operations sub-teams of Project Harmonize need your 
team's help in creating a product offering that the OLECs can buy from BST on 
an "unbundled" basis. Our hope is that we can use the existing channelized 
MegaLink service as much a8 possible. If we can use it exactly as it is today, 
that will be great. If not, we need to modify the product and the tariff as 
needed. 

If it is determined that channelized MegaLink is not a good model to use for 
this service, please let me know as a w n  as possible. 

We plan to file our tariff package with the states in mid-October. 

Thanks for your help in this matter. 

Jerry Latham 
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ASCII 2 3  
Subject: Message text 
Creator: Sharon Irwin 

0-bci; P-bci; 

Da.ted: 08/02/95 at 17:58 
size: 2685 bytes 

Jerry, 

I read your memo and, as I understand the issue, we need to find a way to 
order GSST services out of the state access tariffs. 
and provisioning issues surrounding the coordination of these services out of 
the existing tariff structure. 

AS a preliminary thought on this issue, I would propose consideration of filing 
a new service offering (Basically filing appropriate GSST services in the state 
access tariff) for seamless provisioning and billing. The unbundled aspects of 
GSST (NARS / PORTS) filed in the "E" tariff and existing Voice Grade 
offerings with perhaps NC NCI enhancements accomplish this in the most 
effective manner, even if some modifications to the existing access 
provisioning systems are required. However, we need to carefully consider the 
impact a filing of this type would have on existing switched access service 
(file in a different section??). I realize that this thou(ght is not a trivial 
issue, but I think that our existing situation with ordering Hicape into ESSX 
is enough reason to consider an alternative to current ord(ering and 
provisioning processes. 

There are many billing 

As an interim solution, we may want to consider ordering and provisioning like 
the Hicap / 
talked with Ed Welch about this issue today and he suggested that we meet to 
discuss this in further detail . 

ESSX scenario in order to accomnodate custome:c's requests. I 

, To: Sharon Irwin 
cc: Brian Blanchard 0 AX400, 
\G-Craig\S=Cook\O-BST\U=205977\U-5060\P-BST\A-B~LLSOUTH\C=lJSB400, 
\G~Rob\S~Mckibben\O-BST\U~205977\U=5042\P=BST\A=B~SOUTH\~~-US~4OO, Jane 
Raulerson @ AX400, Bob Scheye 0 AX400 
From: \G~Jerry\S-Latham\O-BST\U-205977\U-2213\P-BST\A-BELL!;OUTH\C=US~AX400 
Date: 08/02/95 02:39:59 PM 
Subject: Unbundled Loop Features Utilizing Special Access 

Sharon, 

A couple of issues were raised at our last meeting relativc! to using special 
access as unbundled loops. 
team with these concerns. 

Apparently, a special access loop (DSO, voice grade private! line, etc.) does 
not lend itself to providing full local service functionality such as call 
forwarding, caller ID, etc.. I understand from Jane Raulerson, that we need 
different hardware (plugs, etc.) in our central office to nlake these loops more 
like a lFR/lFB. If so, we might need a coat study and some! tariff changes to 
make this happen. 

Could you please gi*ac your thoughts on this issue and what your suggestions 
are relative to makibg'this service available for OLEC consiumption. we are 
planning to file tariffs for this and other unbundled servi.ces by 10-15-95. 

Thanks for your help. 

Jerry Latham 

I'm hoping you can help me and the interconnection 
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Dated: 01/31/95 at 15:51 
Contents: 2 

2.4 . . *  
MESSAGE 
Subject: unbundled Loop Features Utilizing Special Access 
Sender: Jerry G. Latham / AL, BRHU06 

PHONE-1- ( 2 0 5 )  977-2213; 

Part 1 

PROM: Jerry 0 .  Latham / AL. BRHM06 

TO: SHARON IRWIN 
0-BCI; P-BCI; 

CC: BRIAN BLANCWARD / BRIDGE (BUNCHARD-FBWLTE) 
Craig L. Cook / AL, BRHM06 
Rob McKibben / At, BRHM06 
JANE RAULERSON / BRIDOE (RAULERSON JmALTE) 
BOB S C H F I E  / BRIDGE (SCHEYE-R@TNAAT 

Part 2 

Sharon, 

A couple of issues were raised at our last meeting relative to using special 
access as unbundled loops. 
team with these concerns. 

Apparently, a special access loop (DSO, voice grade private line, etc.) does 
not lend itself to providing full local service functionality such as call 
forwarding, caller ID, etc.. I understand frcin Jane Raulerson, that we need 
different hardware (plugs, etc.) in our central office to make these loops more 
like a lFR/lW. 
make this happen. 

Could you please give me your thoughts on this issue and what your suggestions 
are relative to making this service available for OLEC consumption. we are 
planning to file tariffs for this and other unbundled services by 10-15-95. 

Thanks for your help. 

Jerry Latham 

I'm hoping you can help me and the interconnection 

If so. we might need a cost study and some tariff changes to 

f 
.% .~ 
_:. 
,: . .. 
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Dated: 07/31/95 at 16:24 
Contents: 3 

; - .  
MESSAGE 75' 
subject: unbundled loop and power ringing 
Creator: Rob McKibben / AL, BRHM06 

PHONE-1-205-977-5042; 

Part 1 

TO: ED JONES / BRIWg (JONES-CE'ZALTE) 

Part 2 

Ed. 

please see the attached. Jerry Latham is working to get tariffs written 
to make an unbundled loop work. I told him about s0methin.g that seems 
important to me. power ringing. Jerry asked that I write a couple of 
sentences on it so that when he goes to the product team and tariff 
writers he can explain to them what we need to include in the tariff. 

Did I say this right? Is this an issue? 

Rob 

Part 3 

unbundled Loops 

Power Ringing 

Background: A power ringing signal is the customer's indication that someone is 
calling and it's time to answer the phone. The audible ringing signal is the t 
one the calling party hears through the speaker to indicat(c that the telephone o 
n the other line is ringing. 

Power ringing requires a strong electrical current (-48V) (to activate the bells 
in the telephone set. This current is typically provided by the batteries in th 
e central office and is applied to the line by a metallic grid on the switching 
machine. 

A DS-1 digital Signal does not carry power ringing current 

A SLC-96 (or equivalent DLC) DS-1 carries instructions to the SLC-96 channel ban 
k that power ringing is required. The SLC-96 channel bank then interprets the c 
ontrol signal and applies the necessary current to the subircriber's line from ba 
tteries located in the channel bank. 

Issue: 

If an OLEC buys an unbundled loop from BST, how will the OISC apply power ringin 
g to the unbundled line, assuming: 

1) the OLEC interfaces BST at the DS-1 rate 

2) the OLEC i# COlloc8ted - 
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Unbundled Loops 

Power Ringing 

Background A power ringing signal is the customer's indication that someone is calling and it's time to 
answer the phone. The audible ringing signal is the tone the calling party hears through the speaker to 
indicate that the telephone on the other line is ringing. 

Power ringing requires a strong electrical cumnt (48V) to activate ttic bells in the telephone set. This 
current is typically provided by the batteries in the mhdl office and ils applied to the l i e  by a metallic grid 
on the switching machine. 

A DS- I digital signal docs not carry power ringing cumnt. 

A SLC-96 (or equivalent DLC) DS-I carries instructions to the SLC-96 channel bank that power ringing is 
rquircd. The SLC-96 channel bank then interprets the control signal and applies the necessary current to 
the subscriber's line h m  batteries located in the channel bank. 

Issue: 

If an OLEC buys an unbundled loop frmn BST, how will the OLEC apply power ringing to the unbundled 
line, arouming: 

1)theOLECinterfacwBSTattheDSInue 

2) the OLEC is collocated 

Fl8COiZ 



July 28, 1995 

To: D e r l N e h  
Sharon Davis 

cc: Jerry Latham 
Craig Cook 

From: Rob McKibbcn 

Subject: Unbundled Loops for Project Hannonizc 

Anached is a memo that describes the architecture required to unbuntlle a &IISouth loop to give to an 
Other Local Exchange Carrier (OLEC). 

As you may be aware, the corporate position on unbundhg local lcqx, is that thesc loops are available 
today h m  the special access tariff. 

In a recent RUIN-IT (Resale, Unbundliig, Intcwmnd, Negotiations - Implementation Tcam) meeting, it 
was stated that a special access line would not work for providing dial tone. The solution that came out of 
the RUIN-IT team meeting is for me to give you a copy of these pictures and tell you to fix it. I rcally 
don’t think that that is the answer, but you now have the package in hand and WE can start figuring out 
what really has to be done. 

Please call me and Id’s dwws when you get this (205-977-5042). 

Rob 
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Author: bci!/s-Iwin/g-Sharon at BHBROl 
Dace : 9/5/95 1:39 PM 
Priority: Normal 
TC: J R (Rob) McKibben at ACONPOOl 
Subject: Concentrated Local Loop 

Message Contents _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  

I 1 

From : Sharon Irwin .zbcil/s-Irwin/g-Sharon, 
To: Bob Scheye <TNAAI SCHEYE-R, 
cc: Ronald Robinson <bci!/s-Robinson/g-Ronald>, 

Pam Tipton cbci!/s-Tipton/g-Pam, 
Der1 Nelson <bci!/s-Nelson/g-Der1, 

Bob, 

After thinking about our telephone conversation of Friday regarding my Product 
Team's involvement with the concentrated local loop, I wanted to bring up 
several points: 

The Analog DS-0 Product Team was originally connnissionod with utilizing their 2 
wire voice grade channel to acconnncdate the PSC's request for unbundled local 
loops. The unbundled local loop offering that the halog DS-0 Product Team is 
filing consists of a 2 wire 
type cannot be done on a Private Line facility . 
concentration to OLECs, tariff and provisioning issues that surround 
concentrated loops will need to be addressed probably by the 1FB / 1FR Product 
Team since they have this technical expertise. 
does not have the background to acconmodate this request because it is not a 
function of Analog Private Line services. 

Private Line local loop. concentration of any 
If we need to offer 

The Armlog DS-0 Product Team 

Since this service is really a hybrid T1 offering, this may need to fall 
into the new cost development group or under a separate! product team that might 
include a cross section of T-1 and 1FB / lm 
want to package the offering. 

expertise depending upon how we 

ne have had discussions with MPS and they have indicated to us their 
understanding of timing issues surrounding the development process. 
understanding, their biggest issue revolved around the fact that they did not 
want to receive a DS-0 level service for cross connect purposes. 
intent has always been to give the OLBC a T-1 level cross connect. Once this 
was explained to MPS, they seemed to be satisfied. 

If there are any other issues my Product Team needs to address from a dedicated 
DS-0 level, please let ma know. 

Prom my 

Our team's 

Sharon Irwin 



Exhibit AXB-1 

ANIRUDDHA (ANDY) BANERJIEE 

BUSINESS ADDRESS 
National Economic Research Associates, Inc. 
One Main Street 
Cambridge, Massachusetts 02142 
(617) 621-2604 

Dr. Aniruddha (Andy) Banerjee is a Senior Consultant at NEW,. He is responsible for 
providing analysis of and testimony on regulatory and economic issues of concern to 
telecommunications companies, preparing and responding to interrogatories in regulatory 
proceedings, and conducting economelridstatistical analysis to support marketing and 
market research activities of telecommunications companies. His market research 
activities are carried out, as needed, in collaboration with leading providers of 
telecommunications data or directly with telecommunications companies. 

Before coming to NERA, Dr. Banerjee was a Research Econonnist at BellSouth 
Telecommunications where he was responsible for providing economic policy guidelines 
to key decision-makers and the Officer Body, preparing testimclny and cross-examination 
questions, responding to interrogatories, and building econometric models to answer 
business questions. He provided quantification support on BellSouth’s design of a price 
cap regulatory framework, and contributed to BellSouth’s policiles on local and toll 
imputation, universal service, interconnection pricing, rate rebalancing, and per use 
pricing of vertical services. He also represented BellSouth’s pcirticipation in the National 
Telecommunications Demand Study, an ongoing study of demand trends in the 
telecommunications industry. 

Prior to BellSouth, Dr. Banerjee was a Member of the Technicail Staff at Bell 
Communications Research and a Staff Supervisor at AT&T. Dir. Banerjee has several 
years of experience teaching graduate and undergraduate courses in economic theory, 
statistics, econometrics, industrial organization, and public finance. He has conducted , 

research on the dynamics of futures markets and various aspects of time series 
econometrics. He has presented a number of papers on telecommunications economics 
issues at national business and academic conferences. 

EDUCATION 

THE PENNSYLVANIA STATE UNIVERSITY 
Ph. D., Agricultural Economics, 1985 
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UNIVERSITY OF DELHI, INDIA 
M.A., Economics, 1977 

UNIVERSITY OF DELHI. INDIA 
B.A., Economics (Honors), 1975 

EMPLOYMENT 

NATIONAL ECONOMIC RESEARCH ASSOCIATES, INC. 
1995- Communications Practice. Responsible for 

applying economic theory, regulatory economics, and econometric 
analysis to a variety of tasks: supporting telecommunications fims 
in litigation and regulatory matters, market research, and strategic 
planning. 

BELLSOUTH TELECOMMUNICATIONS 
1992-1 995 Research, Statistics and Etmometrics Group. 

Developed, led, and disseminated economic and econometric 
research on issues of concern to BellSouth Telecommunications 
in particular and the telecommunicatioiis industry in general. 
Contributed to each of the following areas: regulatory economics, 
demand analysis (growth and elasticities), market potential, 
diffusion, pricing, cost, new product planning. forecasting, market 
research, competitive analysis, and the development of 
strategy/policy positions for BellSouth. Supervised and 
collaborated with other BellSouth economists and strategic 
planners and outside consultants. 

BELL COMMUNICATIONS RESEARCH 
1989-1 992 r of T e c h k & & f f ,  Regulatory Economics and Pricing 

Theory, Demand Response Analysis Group. Developed various 
statistical and econometric methods and models that are 
applicable to the study of demand for various types of telephone 
service. The focus was on analysis, forecasting, and rate design 
support to client companies including ElellSouth, U S West, 
NYNEX, and Bell Atlantic. Developed :;offware for demand and 
market potential analysis using advanced mathematical/statistical 
languages. Transformed original techniques research into 
business tools for analysts within client companies. 
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AT&T COMMUNICATIONS 
1988-1 989 stilff SuDervisoc, Market Analysis and IForecasting, Consumer 

Markets and Services. Assisted and clontributed to demand 
analysis and forecasting efforts of the group. The focus was on 
demand issues related to AT&T's business and residential long 
distance telephone services. 

THE PENNSYLVANIA STATE UNIVERSITY 
1985-1 988 

1982-1 985 

1979-1982 

t Professw, Department of Economics. Developed and 
taught undergraduate and graduate courses in economics and 
econometrics. Conducted personal research in economics and 
econometrics. Supervised graduate stiudent research leading to 
M.S. and Ph.D. degrees in economics. Developed the 
econometrics component of a new graduate program in policy 
analysis at Penn State. And, advised undergraduate economics 
students on their curriculum and course selection. Taught 
courses on introductory macro-economiic theory, introductory and 
intermediate microeconomic theory, industrial organization, public 
sector economics, statistics, and introductory econometrics. 
Developed and taught advanced graduate econometrics and time 
series courses (frequency-domain ecoriometrics and spectral 
analysis, dynamic simultaneous equations systems and state 
space models, causality, model testing and validation, nonlinear 
time series, and asymptotic theory. 

lostructor, Department of Economics, Taught a number of 
undergraduate economics courses inchiding macro-economic 
theory, micro-economic theory, public sector economics, and 
statistical foundations of econometrics. 

Research Assktmt, Department of Agricultural Economics & 
Rural Sociology. Assisted in research activities of Professor 
Robert D. Weaver of the Department of' Agricultural Economics. 
Research areas included: stabilization of prices of internationally 
traded agricultural commodities; choice under risk-aversion by a 
firm faced with multiple sources of uncertainty; impacts of public 
policy on risk-averse firms; market efficiiency, role of information, 
distribution of asset returns, and market equilibrium; and 
productivity and cost relations in the wheat, corn, and soybean 
producing areas of the US. using crop 'survey data from the US. 
Department of Agriculture. Most of the work consisted of 
literature research, writing computer programming, and 
econometric data analysis. 
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UNIVERSITY OF DELHI, INDIA 
1977-1979 Lecturer, Department of Economics, Shri Ram College of 

Commerce. Taught undergraduate economics courses including 
microeconomic theory, public finance, and economic planning 
and policy. 

HONORS AND AWARDS 
Phi Kappa Phi, inducted 1982 
Gamma Sigma Delta Honor Society of Agriculture, iniducted 1983 
Marquis' Who's Who in the South and Southwest, 1995-96 

Department Head Award, BellSouth Telecommunications, 1993 
Department Head Commendation, Bell Communications Research, 1992 
Vice President's Award, Bell Communications Reseairch, 1990 

AFFILIATIONS 
American Marketing Association 
National Association of Business Economists 

PAPERS AND PUBLICATIONS 

CONTRIBUTIONS TO NERA REPORTS 
'Economies of Scope in Telecommunications," for Bell Canada, 1995. 

"Economic Welfare Benefits from Rate Rebalancing." for Stentor Resource 
Centre Inc., 1995. 

"Telephone Company Provision of Broadband Services: Economies of Scope, 
Competition, and Public Policy," for BellSouth Interactive Media Services 

TESTIMONY 
Direct Testimony addressing interconnection rate structure design, on behalf of 
BellSouth Telecommunications, to Florida Public Service Commission, Docket 
950985-TP, September 1995. 

Rebuttal Testimony critiquing bill and keep compensation for interconnection, on 
behalf of BellSouth Telecommunications, to Florida Public Service Commission. 
Docket 950985-TP, September 1995. 
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Wrote significant sections of testimony presented to regulatory commissions on 
price cap and local competition (Vermont, Louisiana) and universal service 
issues (Louisiana, Tennessee) 

TELECOMMUNICATIONS-RELATED PAPERS 
"The Case Against Imputation of Access Charges in IntraLATA Toll Prices: 
Economic Efficiency and Fairness Reconsidered," BellSouth 
Telecommunications, 1994. 

"Pricing of Local Exchange Interconnection Service From the Perspective of 
Economic Theory," BellSouth Telecommunications, 1 993. 

"Economies of Scale and Scope, Subadditivity of Costs, and Natural Monopoly 
Tests for Regulated Utilities," BellSouth Telecommunications, 1993. 

"Fairness and Economic Efficiency in Regulation: Imputation v. Equal 
Contributions in IntraLATA Toll Pricing," Report to the Task Force on Imputation 
of Access Charges in IntraLATA Toll Price, BellSouth Telecommunications, 
1993. 

"Economic Analysis of Efticient versus Imputation-Based Pricing by a Regulated 
Public Utility," Report to the Task Force on Imputation of Access Charges in 
IntralATA Toll Price, BellSouth Telecommunications, 1993. 

"E: A Maximum Likelihood Estimation Program, A User's Guide to Some 
Applications," Bell Communications Research, 1992. 

"Error Components Panel Data Modeling of Share Equation Systems: An 
Application to Telecommunications Access Demand." Bell Communications 
Research, 1989. 

"Analysis of Demand Migration and Take Rates for Special Access High 
Capacity Services," Bell Communications Research, 1990. 

"Business Outbound Service System: An Empirical Mlodeling Framework," 
AT&T, 1989. 

MISCELLANEOUS PAPERS 
"Does Futures Trading Destabilize Cash Prices? Evidence for U.S. Live Beef 
Cattle," (with R.D. Weaver), Journal of Futures l&&.&s, Vol 10(1), 1990, (pp. 42- 
60). 

"Market Structure and the Dynamics of Retail Food Prices," (with R.D. Weaver 
and P. Chattin). Northeastern Journal of Agricultural and Resource Economics, 
VOI 18(2). 1989, (pp. 160-170). 

"Cash Price Variation in the Live Beef Cattle Market: The Causal Role of 
Futures Trade," (with R.D. Weaver), Jgurnal of FuturesMarkets, Vol2(4), 1982, 
(pp. 367-389). 
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"Unemployment Rate Dynamics and Persistent Unemployment Under Rational 

Department of Economics, The Pennsylvania State IJniversity, 1987. 

"The Standard Errors of Characteristic Roots of a Dynamic Econometric Model: 
A Computational Simplification," 
Economics, The Pennsylvania State University, 1987. 

"Market Structure, Market Power, and Dynamic Price! Determination in the Retail 
Food Industry," (with R.D. Weaver), 
Economics, The Pennsylvania State University, 1987. 

"Does Futures Trading Destabilize Cash Prices? Evidence for Live Beef Cattle," 
(with R.D. Weaver), Workina Pamr No. 5 -87-1. Department of Economics, The 
Pennsylvania State University, 1987. 

"Existence of Portfolios with Simultaneous Trading in Unrelated Speculative 
Assets," l&cbg PaDer No. 8 -86-2. Department of Economics, The 
Pennsylvania State University, 1986. 

"Models of Cash-Futures Market Complexes for Corrimodities Characterized by 
Production Lags," Workina PaDer No. 7 -863, Department of Economics, The 
Pennsylvania State University, 1986. 

"Cash Price Stability in the Presence of Futures Markets: A Multivariate 
Causality Test for Live Beef Cattle," (with R.D. Weaver), Staff PaDer No. 4, 
Department of Agricultural Economics and Rural Sociology, The Pennsylvania 
State University, 1981. 

"Optimal Interpolation and Distribution of Time Series by Related Series Using a 
Spectral Estimator for the Residual Variance," Bell Communications Research, 
1990. 

"Size and Power Characteristics of Three Tests of Nonlinearity in Time Series," 
AT&T, 1989. 

"Model Testing and Selection in Applied Econometrics," AT&T, 1989. 

Expectations: A Comment," (with V. Moorthy), !&&h PaDer No. 8 - -  87 I, 

EkE3, Department of 

Paper I@. 5 -87-7, Department of 

RECENT CONFERENCE PRESENTATIONS 
"On Modelling the Dynamics of Demand for Optional and New Services," 
International Communications Forecasting Conference, Toronto, Canada, June 

"The Case Against Imputation of Access Charges in IntraLATA Toll Prices: 
Economic Efficiency and Fairness Reconsidered," Rutgers University Advanced 
Workshop in Regulation and Public Utility Economics,, Seventh Annual Western 
Conference, San Diego, CA, July 6-8, 1994. 

"Future Directions in Modeling the Demand for Vertical Services," National 
Telecommunications Demand Study Conference, La ,Jolla, CA. March 24-25, 
1994. 

13-16, 1995. 
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"E: A Maximum Likelihood Estimation Program," National Telecommunications 
Forecasting Conference, Crystal City, VA, June 1-4, 11993. 

Discussant of "The National Telecommunications Dernand Study," National 
Regulatory Research Conference on Telecommunications Demand, Denver, CO, 

"Using Demographics to Predict New Service Take Rates: Discrete Choice 
Analysis vs. Categorical Data Analysis," National Telecommunications 
Forecasting Conference, Atlanta, GA, May 5-8, 1992. 

"Price Cap Regulations for the LECs: Implications for Demand and Revenue 
Forecasting," National Telecommunications Forecasting Conference, Boston, 
MA, May 30, 1991. 

"Demand Migration for Special Access High Capacity Services," Rutgers 
University Advanced Workshop in Regulation and Public Utility Economics, Third 
Annual Western Conference, San Diego, CA, July 11-13, 1990. 

"Error Components Panel Data Modeling of Telecommunications Access 
Demand," Bellcore-Bell Canada Telecommunications Demand Analysis 
Conference, Hilton Head, SC, April 22-25, 1990, 
Research Conference, Baltimore, MD, October 24-27, 1989. 

"Analysis of Integrated Demand Systems," Rutgers University Advanced 
Workshop in Regulation and Public Utility Economics, Second Annual Western 
Conference, Monterey, CA, July 5-7, 1989. 

Panel Discussion on "The Regulatory and Operational Impacts of Price Caps," 
National Telecommunications Forecasting Conference!, San Francisco, CA, May, 
1989. 

August 3-5, 1992. 

13811 Atlantic Business 
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text.. . -- text -- ... text = Change in thought pattern 
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PROCEEDINOB 

MR. McCALLUM: Jim, are you ready? 

MR. FALVEY: Yeah. Why don't we move 

ahead. I guess you can swear him in. 

TEH COURT REPORTER: Do we have the 

same notary? Is this Anne Tammaro? 

DR. BANERJEE: Shall we proceed? 

MR. McCALLUM: Is this Anne Tammaro? 

MS. TAMMARO: Yes. 

MR. MoCALLUM: Okay. If you would -- 
YR. FALVEY: We're on the record, 

right? 

MR. McCALLUM: Yes. We're back on the 

record. 

Anne, if you would swear the witness, 

I guess in the same fashion you did 

earlier. 

(Whereupon, Aniruddha (Andy) Banerjee, 

ph.~., was sworn by Us. Anne Tammaro, 

Notary Public, Cambridge, Uassachusetts.) 

MR. FALVEY: And, Dr. Banerjee, do you 

agree to the usual stipulations that you 

agreed to in the interconnection docket? 

DI(. BANERJEE: Yes. 

MR., FALVEY: And for the record, this 

VERBATIM COURT REPORTERS, INC. 
P. 0 .  BOX 941760 

Atlanta, Georgia 31141 
(404) 986-9812 
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is the deposition of Dr. Banerjee in the 

unbundling docket, 950984-TP. 

(Whereupon, it was agreed between 

counsel for the respective parties, and 

the deponent, that the stipulations 

governing the taking of the deposition of 

the deponent in Docket No. 950985-TP would 

govern the taking of the instant 

deposition, those being that this 

deposition is taken pursuant to Notice, in 

accordance with the applicable rules of -- 
Florida Rules of Civil Procedure; that all 

objections, except as to the form of the 

question, are reserved until the hearing 

in this case; that the reading and signing 

of the deposition is not waived, and that 

a final stipulation is that any off the 

record conversations are only with the 

consent of the deponent.) 

Whereupon, 

ANIRODDHA (ANDY) BANERJEB, Ph.D., 

was called as a witness herein, and having first 

been duly sworn, was examined and deposed as 

follows: 

CROSB EXAMINATION 

VERBATIM COURT REPORTERS, INC. 
P. 0. Box 941760 

Atlanta, Georgia 31141 
( 4 0 4 )  986-9812 
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BY YR. FaLVBY: 

Q. Dr. Banerjee, could you state your name 

and business address? 

A. Yes. Aniruddha, (spelling) A-n-i-r-u-d-d- 

h-a, Banerjee. And my business address is National 

Economic Research Associates, One Main Street, 

Cambridge, :Massachusetts, 02142. 

Q. Anti did you submit testimony in the 

unbundling (docket? 

A. Yet3, I did. 

Q. Anti did you submit exhibits? 

A. No -- except €or my curriculum vitae. 
NR. FALVBY: Okay, we're back on the 

record at approximately 12:05 Eastern 

Standard Time. 

BY YR. faLV:BY: (Bosuming) 

Q. Dr.. Banerjee, I just have a few questions. 

It may overlap a little bit with what we did in the 

other docket, but I want to get into the unbundled 

loop docket. 

Do you consider local loops essential 

facilities in the Florida switched local exchange 

market today? 

A.  At this time, yes. 

Q. Do you believe... -- Or, would you 

VERBATIM COURT REPORTERS, INC. 
P .  0 .  Box 941760 

. Atlanta, Georgia 31141 
( 4 0 4 )  9 8 6 - 9 8 1 2  
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recommend that in order to preclude a price 

squeeze, that the price of unbundled loops to ALECs 

be imputed into BellSouth's end-user prices? 

A. No. I would recommend that the 

contribution be imputed. 

Q. So, in fact, do you -- are you aware that 
the price of an unbundled loop is approximately 

$21? 

A.  Yes. 

Q. So, the cost of an unbundled loop to an 

ALEC would be $21? 

A.  Yes. 

Q. And they would have to pay $21 to provide 

service to a certain universe of customers in 

Florida? 

A.  Yes. 

Q. Would BellSouth impute $21 into the price 

of basic service? 

A. I can't speak f o r  what BellSouth would be. 

YR. YaCALLUM: Let me object to the 

form. 

NR. FALVEY: I apolo ... (sic) -- Let 
me just rephrase the question. 

BY NE(. FALVEY: (Resuming) 

Q. Would you recommend that BellSouth impute 

VERBATIM COURT REPORTERS, INC. 
P .  0 .  BOX 941760 

Atlanta , Georgia 3 114 1 
( 4 0 4 )  986-9812 
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the $21, the price of basic service in Florida, in 

order to preclude a price squeeze? 

A. I only recommend the imputation principle 

as I have stated it. What they will do is up to 

BellSouth. 

Q. So, in fact... -- Well, if the cost to the 
ALEC is $21, would you impute the full $21? 

A. Again, the imputation is of the 

contribution, not of the cost, not of the price. 

It's the contribution, which is the difference 

between the price and the cost. 

Q. And do you understand that the basic local 

exchange service €or residential customers is 

approximately $6? 

A. Sulbject to check. 

Q. Basic service, okay. So... 

HR. HcCALLUH: What was that number? 

I'm sorry. The $6 was revenue or cost? 

HR. BALVEY: Local exchange service... 

-- A residential end user, basic local 
exchange service in Florida. 

And let me just say that's subject to 

check also on my end, with the tariffed 

rates an file with the Commission. 

HR. HaCALLUH: Okay. 

VERBATIM COURT REPORTERS, INC. 
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Atlanta, Georgia 31141 
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YR. BALVEY: In fact, I'd like to say 

$9. Okay? 

YR. WcCALLUH: Well, yeah. It sounded 

a little low to me. That's why I asked. 

YR. BALVEY: And 1 apologize. 

BY WR. BALVEY: (Resuming) 
-- Q. So, we're paying $21 €or local loops ... 

... BellSouth is charging $9 to end users? 
A. Certain end users, yes. 

Q. Have you performed ... -- Do you know 
whether BellSouth has performed a long-run 

incremental cost study of local loops? 

A. I'm not aware of that. 

Q. Okay. 

YR. BALVEY: I think that's all I have 

€or ,now. 

WR. YELBON: Okay, this is Rick 

Melson, for MCI Metro Access Transmission 

Services. Dr. Banerjee, I'd like to 

follow up on this last line of questions 

j u s t  a minute. 

CR088 EXAMINATION 

BY WR. HBLBON: 

Q. You understand that the price proposed by 

Southern Bell €or an unbundled loop to be 

VERBATIM COURT REPORTERS, INC. 
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approximately $21; is that correct? 

A. So I have been told. It's subject to 

check, of course. 

Q. A111 right. Do you have an estimate of the 

long-run incremental cost for a local loop? 

A. No,, I don't. 

Q. Hypothetically, assume that cost is $16 

per month. Given that information, could you walk 

through how your imputation test would be applied 

-- would be applied to Southern Bell's local 

exchange seicvice? 

A. Tho imputation test is -- or the 
imputation principle that I have outlined is that 

the contributions from the wholesale service, which 

is considered to be an essential facility, are to 

be imputed .into the rate, the end user rate, of the 

retail -- the competitive retail service that uses 
that wholesale service. 

N o w ,  in this specific case, what one would 

have to do .is to sit down and figure out the 

contribution that is being earned from the 

essential facility in question, local l o o p s .  

If that is a positive number, which is 

typically what you would expect in a marketplace 

where pricing is done to recover cost, then there 

VERBATIM COURT REPORTERS, INC. 
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is no problem. 

However, if because of some regulatory 

mandate... -- something other than a pure market 
decision -- ... the pricing is below the cost of 
providing the essential facilities, then the 

contribution is mathematically negative. 

So, one would have to resolve whether the 

principle should be followed in its entirety, just 

even with a negative contribution, or whether or 

not the price of the service should be allowed to 

become compensatory ... -- that is, at least cover 
costs -- ... and then figure out the contribution 
and add it on. 

There are a number of public policy 

choices involved here, which I am not going to 

speculate on, which clearly would pave the way for 

any future practice of imputation. 

Q. Well, let me ask this. On the figures ... 
-- I'd like to get back to the numbers for a 

minute. Assuming the price for -- proposed for an 
unbundled local loop is $21. 

A. You're saying the price, or the cost? 

Q. Price. 

Well, it's my understanding that that's 

what you testified you believed the price is; is 

VERBATIM COURT REPORTERS, INC. 
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13 

that correct? 

A. Oh, I must have misunderstood you, because 

I thought it was the cost that Mr. Falvey mentioned 

as being $21. 

Q. If I can ask a clarifying question. I 

believe it is the price charged by the -- by 
BellSouth to an ALEC, and thereby becomes a cost to 

the ALEC. 

A. I ,see. Okay. I wasn't aware of that fine 

point. 

So, the price of a loop is -- the price 
that is charged for the loop that is sold to the 

ALEC? Is that what you're telling me, $21? 

Q. Yeis; make that assumption. 

A. Okay. 

Q. Malke the assumption that the cost of a 

local loop, long-run incremental cost is $16. 

A.  Okay. 

Q. Under your test, am I correct that that 

means that $5 of contribution should be imputed 

into the cos$ of any LEC-provided service that uses 

that local loop? 

A.  Provided that we have the units 

straightened out, yes. 

That is to say, not all local services are 

VERBATIM COURT REPORTERS, INC. 
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produced -- are provided in the same measurement 
units. Some are per call, and some are per minute, 

or whatever. So, you have to straighten that out, 

first. 

Q. Assume we're talking about flat-rated... 

A.  Yes. 

Q. ... monthly service. 
A .  Yes, the principle would then apply. 

Q. And the principle would be that that $5 of 

contribution should be imputed in addition to the 

other costs of providing the local service; is that 

correct? 

A. The other costs being costs other than 

those of the essential facility; yes. 

Q. And what about the cost of the essential 

facility; is that also included? 

A.  No. Only the contribution earned from 

that essential facility. 

Q. What if... 

A .  I -- I -- I would like to clarify that 
response. You take the direct incremental cost of 

the service, the retail service, and add to that 

the contribution from the wholesale essential 

facility. 

Q. So, if the direct incremental cost of the 
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retail service, say, were $19... 

A.  Yes. 

Q. ...y ou would add the $5 of contribution to 

the ninetee:n to develop the price for the retail 

service? 

A. That is right. 

Q. And then you indicated in a situation... 

-- You indicated that there might be, in some 
cases, public policy considerations that would lead 

to a different pricing decision. 

A .  Yes. 

Q. A r e  you making any recommendation in this 

docket as to how those public policy considerations 

should be resolved? 

A.  No,, I'm not. 

YR. YEL80N: Okay. I've got no 

further questions. 

BY YR. YELBON: (Resuming) 

Q. Thank you very much, Dr. Banerjee. 

A.  Thank you for your time. 

RECROBB EXAHINATION 

BY WR. FALVIBY: 

Q. One further question and then 1'11 be 

done, also. 

In the scenario that Mr. nelson drew out, 
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in order €or there to be no charge -- additional 
charge imputed into LEC end user rates or BellSouth 

end user rates, and with a cast that is $16, the 

Commission would have to set the price at $16? 

A. That's right. 

YR. FALVEY: I have no further 

questions. 

Does any other party on the line have 

any questions? 

YE. WEIBKE: No; I don't have any. 

WB. CAIOZAIOQ2 The Staff has no 

questions. 

YR. BALVEY: Well, why 

the record? 

(Whereupon, the forego 

conqluded at 12:16 p.m.) 

- 0 0 0 -  

don't we go off 

ng matter was 
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C E R T I F I C A T E  

STATE OF GEORGIA ) 

COUNTY OF DEKALB ) 

I, Cynthia C. Staples-Dorough, Certified 

Court Reporter, and Notary Public in and for DeKalb 

County, Georgia, do hereby certify that the 

foregoing deposition was taken down by me, as 

stated in the caption; that the foregoing questions 

and answers were reduced to print by me; that the 

foregoing p,ages 4 through 16 represent a true, 

correct, anld complete transcript of the evidence 

given by thle witness, AHIRUDDHA (ANDY) BAHERJEE, 

who was first duly sworn by a notary public present 

in Cambridgc, Massachusetts, present with the 

witness; thcat 1 am not a relative, employee, 

attorney or counsel of any of the parties; that I 

am not a relative or employee of attorney or 

counsel for any of said parties; nor am I 

financially interested in the outcome of the 

action. 

i This, the 6th da of January, 1996 A /I 

My commission expires: 
June 1, 19916. 
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ERRATA SHEET 

I hereby certify that I have read or have had 
read to me the foregoing and within Pages 4 through 
16 and no changes are required: 

_____--______--_-_ 
ANIRUDDHA (ANDY) BANERJEE 

Sworn to and subscribed before me, this - 
, 1996. 

I_ 
day of 

7---- - 
Notary Public 

My colpmission expires: -- 
******************* 

I hereby certify that I have read or have had 
read to me the foregoing Pages 4 through 16 and I 
wish to make the following changes: 

Page : ---- Line:--_:___-_____-__- 
- ----I____-_-----~ 

Page: Line : 

Line: Page : - ------ _I- -- 
Page: ---- Line:---:--_-- I-- 

Page :  line:______:_________^__- - 

My commission expires: 

(c-1 
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BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: 

RESOLUTION OF PETITION (S) 
TO ESTABLISH NONDISCRIMINATORY : DOCKET NO. 
RATES , TERM!; , AND CONDITIONS 9509 8 4-TP 
FOR RESALE INVOLVING LOCAL 
EXCHANGE COMPANIES AND FILED 
ALTERNATIVE LOCAL EXCHANGE 1 2 / 1 1 / 9 5  
COMPANIES PIJRSUANT TO SECTION : 
3 6 4 . 1 6 1 ,  FLORIDA STATUTES 

. 

AMENDED CERTIFICATE 

I, Cynthia C. Staples-Dorough, Certified 

Court Reporter, state that the deposition of 

ANIRUDDHA (ANDY) BANERJEE. Ph.D.. was transcribed and 

a letter mailed to Dr. Banerjee on or about January 

8, 1 9 9 6 ,  advising him to read and sign the deposition 

within the time parameters allowed under Florida Law, 

and return tihe executed Errata Sheet to my office. 

As a hearing has been scheduled in this 

matter for Tuesday, January 9 ,  1 9 9 6 ,  the original 

hereby sealed for use at said hearing, with the 

provision that whenjif the Errata Sheet is return 

it will be forwarded to the appropriate parties; 

is 

d. 

this, the 6 t h  day of 

My commission expires: 
June 1, 1 9 9 6 .  
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EUROPE 

Comments of BellSouth Europe to the Eumpean Commission's Gceen Paper 
on the Liberalisation of Telecommunications Infrastntm and Cable 

Television Networks 

March 15,1995 



Introduction 

BellSouth Europe is pleased tc provide writbm comments to the Commission 
regarding the "Green Paper on the Liberalisatiun of Telecommunications 
Infrastructure and Cable Television Networks" (&ie "Green Paper-). 

BellSouth, one of the world% leading telecommunications companies, has a long- 
standing commitment to Europe and maintains a headquarters of5ce in B-&. B~ 
following its saategy to dcvtlop b u s h e s  p- in the EU in pararership with 
strong local.parhrue, &dL5auth is-pl thg m -.ccUukr.opetatiOnC in Denmark 
(Sonofon) and Germany (E-Plus), and mobile data operations in Belgium, Germany, 
France, The Netherlands and the U K  

BellSouth has a h  gained considerable Upaienc, in the area of competitive 
networks through its operations in the United States. as well a~ its leadership as the 
key operator in Optus, the second carrier m Australia, and Bellsauth Chile, a long- 
distance carrier in South America. With its wireless operatiions in Eumpe as a base, 
Bellsouth is now transferring its capabilities in t h e  competitive network area to 
support the Commission's initiatives to bnng thc bandis of competition to Eumpe. 
The h i - 1  result of this strategy has been the recent selection of EdlSouth as the 
operating partner in the ,Tekom-Z consortium, which expects to be gated a license 

netrwork in The Netherlands. to operate a second in.€~asmxtuebsscd wuehne 

BellSouth endorses the Commission's efforts to liberalize the European 
telecommunications market and a- to many of the prkaples suggested in the 
Green Paper. BeUSouth however wishes to cummend on some of the key issues of 
the paper in th is  submistion, including the indush-y skucture,  the framework for 
intermnnectia and the universal d c g  obIigation 

. .  
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ThC acpressed intort of the telecommunications liberalization initiatives as .hmed 
by the Green Paper is the creation of an environment to allow Europe to competi. 
more effectively in the global ec6nomy. lhis con\pc!titive effectlVencs~ wiU r e q u  
superior information a c m ,  processing and t r a n s m ~  ' don capabilitms. Xmplicit in the 
"Green Papa" is the premise that these superior capabilities can d y  be gained via a 
superior telecommunications Wasiructure fabricated from efiktive competition 
and significant private funding. 7Re " G m a ~  Paper'' furthe? notes that significant 
private funding- depends on invesiment~ccrtaintybarru.of astable reguhtory regime 
in which "non-commercial political burdens' an? removed and reasonable 
e x p e t i o n s  of profitability are inhetent BeLlsouth Ea- ernphaticaUy concuI5. 

From this positik, tt4 " G m  Paps" coneludes that open, unrestricted 
infrastructure competition and effective competition are synonymous. In many 
cases, this is hue. Open competition fives prius toward marginal costs thereby 
maximizing ~d surplus. This makes goad economic policy in the majority of 
sectors wherein marginal (or, incremental) cas& sccseed average costs. It is not  
however good economic po!icy in those sedors in which incremental cum are 
chronically less than average EO*. If prices equal incremental cost and incremental 
cost is less than average cost, investots cannot possibly recover their capital, much 
less realize reasonable prbfitability. Under these conditions rational investors would 
not invest. 

These conditicrns have befm obsemed in practice. The &cline industry is an example 
of a segment in which kcremental msts are significantly less t h ~  average fixed 
costs. The International Telecommunication Union (rru) has noted the on-going 
effects of "destructive competition" in this sector with ,some disturbing implications 
for the telecommunications sector: 

" ... the international a irhe  industry has lost afmost US S I 6  billion between 1990 
and 1992. ThIhis is gmntn thnn the cumdative profits achieved by fhc industy  in its 
first 60 yenn of existence. 7 

Destructive competition in the inrcmatioml a i r h  industry was foreshadowed by 
proportionate operating losses and market failures in the U. 5. where deregulated, 
open competition has been in 

"The telecommunication seruice industry and the airline industry have much i n  
common.  1 

In addition to high fixed cost and relatively low kcremental cost similarities, 

"Both are undergoing deregulation and me subjcc:t i o  the introduction Of 
competifwn ... But the recent experience of gracrth and pnifitability in..& two sectors 
kas bun ma?kcdly difiermt ... So why the big di jprmcr  in the fartunes of the two 

' World TeIc lncsrouioaa~ Telecommunication Union. 
Gcncva. Swiizulnnd. 1994. p. 8 .  
.2 &&. 

eNecd for "Cons- tih' on I 

for over 15 yeas. The fiu goes on to note that: 
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- industries? The main' reason appears to be that the process o/ deregulation und 
competition has extended much further in tk &line industry tfurn in the 
telecommunications This has been txpresscrd OS price wars (in the airline 
industry) ... If the airlinc industry is to be takm AS a model f ir  the future O f .  
telecommunications, then there are c o r n  important lessons to & Ieamcd."3 

industry. 

The fundamental lesson appears VJ be that open competition is not sustainable in a 
declining cost industry. Based on US airline experience, the ssquence appears ro 
involve a protracted initial phase in which massive amounts of money are lost and 
market failures ~at*c~mmOnplace. initial .phdm! appears 'to k ~fdowed by a 
market consolidation phase in which the stronger playera acquire thek weaker 
competitors. Ultimately, the market is  erpeaed to be rationalized into a relative few 
survivors capable of sustaining viable competition. 

Open competition i s  supposcd to eliminate the incapable and make the capable more 
capablebut it  is questinnable whnhpr the public good is t ruly w e d  by the 
economic carnage that precedes mrtbt consoLidatiOn.. As exemplified by the US 
airline indusay, price wars produce transitory below-cost prices fur comumets. In 
the short-run, that is good from the conSUmeis p-ve, but it masks 
concomitant deterioration in service quality as campetiton frantically cut costs to 
attempt to stay &at, Investors simply wiU not risk capital under these 
circumstances to upgrade the induttr)'~ productive asxts. Ultimately, "economic 
Darwinism" will rationalrzc ' the market as indicated above, but the cost will be high. 
Europe cannot afford the delay m reaching the same s i a s  of market evolution that 
some of its international compctitoa have already reached. 

Given the fact titat =me of Eumpe's international competi~rs are yeas ahead in 
rationalizing their telecommunications awukets, is there some way to leapfrog the 
market carnage phase of open competi+&n, identLfy the probable survivors and in 
effect, consolidate the w k e t  ahead of time? Just how hard i s  it to identify probable 
survivors? Are their identities 60 nrbulous that we must let the market fake 10-20 
years to dedde the &sue? Considez the US. long distance market The 1978 
u(EcuNFI decision efkctively opened that market to competition- Would a 1978 
ob6ente.f have projected M U  and AT&T as the prinapal market survivors in 1995? 
BellSouth believes the answer is "ycs".4 

Based a the ahme, ~ u t h  Europe recommends thst chc European Commissim 
adopt the general prindple that libemlization of telecommunications infkastruchrre 
limit competitive entry to a managed number of entrants until such time as effective 
competition is achieved (Le., when no single carrier has dominant market power). 

.. 
3 m. ' 
possible 10 projsct Sorinr 
*ul 10% of tho U.S. long distance mxrkcr by most measures and i t  is thsraforc 
qIIcS11clublc whether Sprint is principal marter survivor of simply i niche player. 

Since i t  was the producr of mdtiple m-os rad acquisitions. it would fl01 have hen 
I survivor in 1978. On the oirhcr hand. Sprint holb  - less 
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n. T h e  Nee d for -cJ lv  Effin 'Mt o n n e v  

nt of a Framework for Lnterconntchan 

It is fairly common for interconnection charges to constitute 4dao9b of a typical 
alternate telecommunications s d c e  provider's t O d  qmating costs. This 
emphasizes the importance of reasonable *\terronnection charges for the creation of 
sustainable compmtion. It would not be an overstlteznent to say that the success or 
failure of the European Community's telecommunications 4iberalitation initiatives 
may hinge on the establishment of M appropriate framework for the establishment 
of these charges. 

This framework should include the Betting of objective that promote economic 
efficiency through effective competition h otha w e ,  htermnnection cha~ges 
should: 

Reflea cost causation 
Stimulate effiaency 
Promote effective competition 

BellSouth Europe supports the concept that the cost causation principle is inherent 
in 10ng.m.n incremental costs frruC). Both the wM/EAC and Arthur Andersen 
interconnection studies prep& fur the Commissiq support the cost causation 
nature of W C  7hese studies also report the paradax that European reguIaton 
universally we Fully Distributed costs (FDC) as the basis for priiling decisions. There 
is sufficient reason for using FIX for pricing in monopoly markets. By virtue of its 
basis in the typical m s  accounting system. FDC is crmceptudly simple, auditable 
and "balances to the boolo" but, unfortunately, it is not consistent with cost 
causatian. It k therefore not useful for pricing dedrions in competitive markets. The 
wIK/EAC study notes that "... rcported costs are aften not E t  dI rcftrctiue of the 
ncfual cos: causation.- The Arthur Andersen smdy coaulwively demonstrates the 
fallacy of using FDC for economic decision-umkq . in its gaphie "Death Spiral'' 
example.' With convincing evidence that FDC in irll its variant forms cannot 
support the development of cost-bosed intercanneetion, Be&uth Europe supporn 
the Green Papa's (Part II, p. 73) position that "Regulatory nuthwrities shoutd kave a 
responsibility ...fo r msuring ._ cost-odented pricing structures ..." This sfrould be 

"One of the prime motiuuti~ns fo7 l2wrplising t k  tcJecomrnunirntQns sector is that 
incumbent operators arc believed to be inefficicnf."7 Based on liberallzation e f fo rb  
outside the European Community (US., U.K, Australia, ete.). there is ample 

done by iMisUng on WC-based intercome& 'on charges 
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evidence this is true. OPerating Company 
productivity in terms of access lining per empbyec has mom than doubled since 
divestiture in. 1984. Efficiency imprOvementE have a direct impact on intemtio-1 
competitiveness and thus a nation's future -mic health WilI be significantly 
affected by the relative dfidarcy of its incumbent carr ier .  In this vein, t3ie Arthur 
Andersen study notes: 

"As far as inferconnect is concmed it inwbes ... setting interconnect charges which 
give inccntiues to the incumbent to  improue its cffjcimcy.* 

The study goes on to suggest a way to accomplish this god Ls to adjust spedfic 
components of the interconnection charge: 

"There should be only part ial  funding of the local access bss. Tkis will intent iv ise  
the incumbent to improw cfi irncy in the provision of I d  r r c c c s ~ . ~ 9  

In the U.S.. for example. f i g i o d  

. -  

As indicated above, incumbents have ample roam trr finance these and other 
adjustments through efficiency improvements. In Autrab,  where new 
alternate carrier's interconnection charge ccnbiru expIicit local acces loss 
component, the incumbent, Telstra, reports record profis as a dkea by-product of its 
effiaency improvements &orb. ATdCT'c Chief Executive Mfirer Robert Wen has 
stated in US. congresswnal committee hearin@ that ampetition has made AT&I a 
more profitabk company because of AT&T's greatly increased efficiency. The recotd 
is clear-effecrive competition benefits the incumbent. To date, the recurd d o s  not 
present as positive a picture for the newcamw. 

After 1520 yean of competition. AT&T sti l l  c0m.man~d.s 2/3 of its contested US long 
distance market and BT has only surrendered about 10% of its overall market (while 
Mercury reports operating losses and becomes m m  of a nicheplayec by recently 
exiting certain * markets). T h e  conventional assumption that ex-monopolists a re  
easily attacked by their new. market-hard& competitors has proven wrong for two 
fundamental reasons: 

Monopoly-bred ineffiamcy plays into the incunknt's han& @ (1) enabling 
dramatic improvements in operating results rhrough reIatively easy "fat-cutting" 
and (2) justifying high interconnect price designed to largely recoup the 
inrumbent's past in&cienaes. The combination of high prices and significantly 
redud CUSS virtually guarantee the kind of emnomic rejuvenation Telstra, 
Telecom New Zealand, BT and athpr incumbents have experienced with the omet 
of competition. 

The incumbent bringr enornous stnutuml advanlags to the competition in the 
form Of  a "paid-for" infrastructure, name recognition, brand loyalty, coNUmer 

preferartid access to data regard i i  the cslling habits of its interconnecting 
cornpatitois customers, superior - to inf-rsrutrocture. established 
regulatory/le&lative relationships, etc. 

' U.. p. 166. 
9 w.. P. 18s. 



The WM/EAC study takes note of the incumbent's inherited structural advantages 
in i ts  executive summary: .. 
'Euen with interconnection charges set as low as marginal or average incremental 
costs, the incumbent is unlikely to lose its markef qvickly. Usually there are s u n k  
costs (that entrants have to crpend), switching cats by customers. name tecognifian, 
brand loyalty and othrr advnntages of the TO over entrants that prevent consumers 
from switching to mtrnnts men at subrtnntially lowrr priccr. For example, in t h e  
UK, Mercury oniy gained &ut 10% in . i ts-j?nrt. . tm.yeurs.~ 

The ~ L U  A n d e m  study mmes to the same condusioh It goes on to suggest how 
this formidable barrier to effective competition can be OW 

"One prnctical way to offset such rtructurd advantages is to giue the competing new 
entrants temporary abntnnmts of interconnect cfurrges, expressed in t m n s  of a 
percentage of the charges paid by thr entmnt for t,hc interconnect crrpabilitia it 
receives. This WLU tirc approach adapted in the U.S. after the initial divestiture of 
A T 6 T .  7 1  

As regards this last point, MU received interconnection price abatements as high a6 
65% [the so-called Exchange Network Fadties for hte?city Access (ENRA) 
discormfs] until the late 1 9 8 0 5 - 0 s ~ l y  to compensate for unequal access. Entrants' 
unequal ~CCESS to the k a l  network is second only to high interconnection prices as 
the most formidable barrier to efftaive mmpecitior~ Equal access involves the 
fallowing principal components: 

Preselectian 
Neutral Rooisioning - ubiquitous end oece  access 
Unbundled interconnectm 'ndrarges 

In short, equal access means the incumbent and the entrant shsre the same mode of 
access to their respective customers and, futthermcre, their customers have the same 
mode of aeoess to their carrier of choice. It abo meam that infrastructure requested 
by the entrant's and the incvmbent 's servife provision (retail) units w i v e  the same 

"Competitors are disadvantaged if thry camtot order and obtain leased lines, circuit 
rearrangements, and mhnnced seruices on rdhblc commercial schedules that are 
cquiunlcnt to the service a 7Yi propi&s b ifr om d r p n r t m t s  or subsidiaries. 
Experience in liberalised mark& (U.S., U.K.J suggr!sts that regulators need t o  
establish a requirement for eqvnl provisioning and to monitor TO performance t o  
ensure equal nccess..12 

level of priority of provisionin g, servioe and r@p&. 

' 0  vrM/EAc. p. 10. 
1 '  Anhut Anderren. p. 172. '' wrWEAC. p. 37. 
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Possibly the most effective way to ensure equal access and confidential treahnent of 
entrant's wmmercidy-sursitive traffic data is to separate the To's infrastrucmre 
(wholesale) and Savin provision (retail) units into d i f f m t  organizations under a 
TO holding company. The creation of su& an org-tion may a b  lead to 
significant effidency gains. Telecommunications irtfraspucture is characterized b; 
high fixixed"ms6. low mar@ costs and atera  ecMomies Of d. An 
infrasb~cturc organization's opemtirtg results are thus improved to the extent it is 
able to spread its fired cask OMT a wider &Ie of p a w  customers. Such an 
o r w t t i o n  would tend to welwme new busintss whether it came from an entrmt 
or the .incumbent's OW m - p m v i s i m t d t . .  'fhp- irrcumbent's.service grovision 
unit would naturally take a contraxy view. R~e,b& ways to ensure neutral 
treatment for all a c e  providers is to organizationally separate the incumbent's 
infrastructure and sewice pmvis i i  units. 

In summary,  Bellsouth Europe'e commenb regarding a framework for the 
development of intemmmxb 'on charges are: 

tntcrconnection & a r p  will have a major impact on the potmtial succea of 
lnfrastnuture liberalization 
Lnterconnectl 'on charges should reflect cost causation and, aa such, should be based 

krtercomwcbon ' charges should motivate incumbent effiamcy. 
8 Rather than handicapping incumkn ts, past monopoly-bred inefficiencies often 

greatly advantage these incumbents when competition with new entrants 
requiring interconnection b-. 

on long-run incremental costs WC). 

Incumbents bring ~u3nnous strucnrral advantagrs to oompetitive situations. - TO develop effective competition, interconnecti~on cfiargu must be adjusted to 
motivate incumbat efficiency and muntcrbalarte the incumbent's considerable 
structural advantages. 
Effective competition is largely dependent upon equal access to infrastructure by 
competing p h .  This is mort easily accomplished by organizationally separating 
the incumbent's inhytnraure and senricc pmviision units. Where equal access 
docs not exist, intcrconr\cctian charges should Ibt adjusted to .achieve the same 
competitive efffxt (eg., the AT&T ENFLQ discount to MU). 

B. DevelaomP t of 

Although not spedficaliy ahowledged in either the wM/EAC or Arthur Andersen 
reporb, it is nonetheless deu that developing che right set of interconnection 
charge is not subject to mathematical certainty. The necersarg adjustments to 
interconnection charges cited above can only be siabjdveJy determined. This fact 
dk-s many regulatoa since subjective decisions are the m a t  difficult to defend. 
This does not mean reasonable bounds (so-ulled "sanity~-Chedo") cannot be 
established for interconnection charges. Enough experience with interconnection 
charges has been gained over the past several years to establirh bounds of 
reasonableness. - 
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Australia has demonstrated 'that a busy period composite access charge rate of 
aPP- teiy 0.023 U s  per minute in concert with partial equal acteso produced 
record profits for the innunbent, Telstra. It also -'bled the entrant, Optus, to, 
apparently develop a viable bus-. This ~UggGStv that full eg-1 access and the 
5ame composite access chugc rak may be Withk\ M appropriate range. f h e  Arthur 
A n d e m  s t u d y  aks a recent OVLJM study of worldwide interconnection charge 
experiencc.u Thc OVUM study found that whatever the theoretical basis for setting 
charge, new entrants need to have interconnection charm of less than 
approximately 0.010 USS for a call to create and maintain a viable 
business. This correlates fairly w d I  with .Australun .,- 'Regulators should 
thus be fairly confident that peak periad inter~~nncctiopn charges in the range of 0.02 
to 0.03 US5 per minute for essentially equa! aocess are reasonable. In fact, to avoid 
the long d r r w n a u t ,  litigious interconnection charge "negotiations" that have 
occurred in the past, European regulators should initially establish a range of 
reasonable outsomes. The Australian regulatory agency, Am=. did this with great 
success as noted by the ITU in its report 

"Morc  o j t m  tkan nut interconnection arrangements have b a n  established only after 
a new market entrant has becn licrnscd and the ccinscqumt delays hnve greatly 
handicapped the expansion of new smicts .  7his ks been the w in the United 
States, the United Kingdom, New Zealand a d  most :recently, Poland. In A.ustralia, 
the repintory body, AUSTEL, lnid &wn principles f ir  cquifabJe interconnection 
fiom the outset and this iras meant that a compchitiue enoiranmcnt irrcs been 
established much more quickly thm in 0 t h  countries. Rcgulntnn elsewhere in t h e  
world looking to licmse new market rntrantc would do well to follow AUSTEL's 
erample.74 

Beyond estabiishing prinaples, A U f m  presaibd the 0.W US% composite peak 
period interconnection charge cited above Optus and T e h  initiated 
interconnection negotiations. With this behind them, a workable agreement 
framework was completed in about six weeks with d y  minimal need for AUSTEL 
arbitration. 

BellSouth Europe agrecs with the llU that regulators would do well to follow 
AUSEL's example In establishing ir\tcrcannection parameters at the start of the 
liberalization process Regarding use of the Australian approach to 
telecommunications k i r a h t h n  as a model, tfie emnomist Heruy Ergae 
comments: 

'Competition .k likely to establish imtf rdatively quickly in significunt parts of the  
Aust~alian mar ket... TIC& i s  far thrw primary r ~ l l ~ 1 3 ~ .  The first. is that t h e  
government has put in place a frameruork of competitive safiguards which 
anticipaks and solves in advance many of the diHultiks which haw hindered t h e  
estabUshment of compcfitian in the a tha  markts $h.rre JiberaIisafion h been 
attempted..: this framework should sigtzi'anfly rcdua? the lead time inoalucd in  
the transition to carpetition and a l l m  an early mom to a h l l y  commercial market. 
A second reason has to do with the selection of the competing carrier. in  the Unitcd - 

'' A m u r  Andcncn. p. 181, 
" lTU. p. 6g. 

a 



Kingdom and the United States, the transition LO competition involved entry by 
players rnith little experience of major cornmnn cum% markets rmd mhose financlel 
fesourc~s were slight relative to the tusk t k y  Were taking on. In controst, the  
winning consortium in Australia involves major fvrdgn currim which ... haoe 
similar or even greater tcehnicu~ resourccs thnn the incumbent CU- and ... ready 
access to finance. It is only Mtrcd  to expect that this r d 1  br rrfectcd in a more rapid 
erosion of the incumbent's bottlencck control ... Finally, the fhct is that the  
Australian markt inuolvee relatively pmrtcr'l and sophisticated major customers. 
well uware of the range of senices and senice optians UvaihbIe in competitive 
murkets ovcrseaa... 8 Tat.m together, fk f.crolr-mcmc -fkt the drocfoprnmt Of workable competition in Avrtrdiun telecornrnunicatians dl bt measured in years 
rather than. as in the United Kingdam and Ihc United stater. in de cadcs... This i s  
primarily because the greatest bMejits of Iiberdisution come not from the inroads 
made by the entrants, but porn the improved performcincc by the incumbent. In E O  
country have the entrants scared more t h m  15 to 20 percent of the market as a 
whole, nnd even in the Austdinn cinumrtanca t hy  aIc unlikely to becum much 
more. What maUy counts for improved economic performance are, consequently, 
the eficiency gains mnde in the rmuzining 80 p e r m t ,  i ? ? t  is, the markt held by the 
estnblished carrier. "IS 

In light of the maxket liberalization lead e s a b W  by some of its major trading 
partners, the European Community should reduce the period r q u h d  to reach the 
benefits of effective competition by avoiding the mtotakcs of thcx trading p"hren as 
Australia has done. 'Ibis suggests a rved for clase attention to tfie Australian model. 

edited by Biorn Wellcaius uul Pccn A. S m  Thc World IlmL Washington. D.C.. 1994. 
v 250. 
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~ c o n o m i c  efficiency theory does ~t lddras those situations in which there are 
compelling social reasons for pmdudng designat& gw& and services at prices 

has 
been one of thesa designakd goods and service. social cost6 of universal 
service have traditionally been tcoovered via in- -acms-subsidies provided by 
consumers of uther tkhmmunkati0ns swficcs' hduding hterlocal and 
international long distance. It is in this that Europe= Community member 
State6 and their global trading parrnerS face the need to rtcondlc the social impact of 
growing global economic mmpetition with putmtial ttchMlo@d expansion of 
universal servie. In with the co~arsud that a MS telecommunications 
capabilities and its ability to cum- in the global u m y  are ti#lay carrelated, the 
question becomes to what extent any member state should compromise economic 
effiaency by significantly expanding universal 

The "Green Paper" appean to suggest thnt such a. compromise is worthwhile to 
provide egalitarim accesb to advanced teIecommunbt+ns W c e s ,  possibly 
including multimedia. 'BellSouth Europ suggcs~s this may be tessible via some 
changes in the way univawl service is funded; tc, tihnt may be a mean6 of brid@ng 
some of the gap between ecanomic efficiency urd expanded universll service 

If expanded universal s w i m  is a reasoned response to vital public dmand..the 
discipline imposed by correlating cost causation with cast recowry can be at least 
partially maintained via pubIic funding. In this way,. the expanded cast of universal 
s w l c c  can be spread over all economic sectors avoiding dispmpomonate impact on  
the telccDmmunications nctoi and intematicmal competitiveness. 

Since most developed countries support the traditional definition of universal 
service, BellSouth Europe does not see immediate threat to the European 
Community's relative international cwrpetitiveness by conticluing tu fund 
universal service via the telKommvniutionr sector alane. There are time 
constraints, however, on viably maintaining the status quo. Same of Europe's 
international trading partners are corsidcring xneasuxes that would limit the impact 
of u n i v e d  service on economic -cy. These u~ea~upe9 indude: 

Targeting subsidies to the truly marginal consunm:. . Rebalancing local suviw and long distance tariffs ~ I J  betta align pdices with cast% 

Proponents of these measures maintain universal sewice's fundamental d a l  aims 
can be realized without unduly compromising emna1nk efficiency: 

**The breakup ofAT&T in 1984 into a l o n g - d i s t a e  (and mnnnfacfzringl compOnEnt  
and seven local-smicc companies, tiu Bell opcnuting companies, created the  
opportunity fir bilIions of dollars of annual economic #uiency pins fF the U.S. 
economy. 

which do not cove production cos&. Wttotially, univessal telephone semxce . 
The 

These potential annual efficiency gains arise in part frvm the 



establishment of a rational price ?st"" f i r  telephorre srrtciccs. At the time of t he  
btealnrp (and to a lessa ertent today) basic access to the telephone nrtruork rm'ved 
large cross subsidy f+om other t e l c p h o ~  sooi~es;  that is, the price o f  basic access was 
wet! below its incremental for mm@nal) cost. The (largest component of this cross 
subsidy arises. from, the price5 of long-distance scmk:cs which are Well in excess 0 f 
their incremrntul cost. 

._. Economists were auaarc of this problem and in  ttrr: 29705 recommended ! h t  long 
distance prices be decreased and basic ( l a d )  access price5 be increased, which 
eliminates the loss. m economic @ci;mcy. I -Ineomc:distributh- problemr arise, but 
these problems can be rolocd by a 

Our (price elasticity) estimates also find an importnt effect of long distance prices on  
the demand for  basic (local) access. Indeed, the @kCt of long distance p'ces i s  
sufficiently Irnge that a revenue-neutral rebalancilz of telephone $?ices, which  
would reduce t l u  subsidy for basic (loud) access and Iiwer lang-dktancr Pricp would 
lead to lnrge gains both in economic rfiiricnq and iiurcascd telephone penetration 
in tk United States. Thus, the perceived tradc-aff b r t w m  economic efficiency and 
telephane penetration (universal serrricc) is unlikely to exist anymore. 16 (Emphis  
and parenthetical remarks added) 

In fact, telephone penekation from 91.4 percent to 933 percent of US 
households in the 1984-1990 period.= During this period, bask local service prices 

. d about 35 percent shis W e a x  was bahncvd by long distance of 
about the same amount. Targeted subsidies in the form of deeply-discounted 
"lifeline" local service rates were also made availabIe to low-income liouseholds 
during this period. A poky  of targeted subsidies and tariff rebalancing in the U.S. 
has had the dramatic effect of improving both economic ef5dency and universal 
service. The Hausman, et al., study however notes that steps in the United States 
toward &-based pricing 

*'... tht current combination of f i h d  and sfate policy toward regulation of 
tekphoru semice in the United States hos an efficiency Ioss in tk billions of dollnrs 
and retards the advancement of the "Information Age'' which many individuals 
believe will increase productioity and &ad to mnny new smiccs  for telephone 
consumers.- 

Both the W / E A C  and Arthur Andersen studies agree that the long-tek objective 
should k to remove from the telecommvnications iseetor the burden of financing 
Mdnl+oLicy (universai sewice, below-mst l o d  d c e  and geographic a v e r a m ) .  
As daonstraaltd in the U.S., a carefully crafted system of targefed s u b s i d k  tariff 
baandrrg and public funding has the potentid to realize both important social 
objectives and improved economic efficiency. The Arthur hdersen study points 
Out that tariff rebalancing alone can  reduce appropriate universal service obligations 

' to low-income households ... 

well shoa of th g o d  

.. 
l6 Hausman. Jerry. Timothy Tudiff. M d  Ahunder Belifanu, 'The Effscts of Ih. 
B r e l h p  of ATkf  on Telcphacu Pnnmudoa in rhr United Suus." F a d 4  
Comrnunicationc Cornmicrion. 1990. pp. 178-179. - 
" u.. p. 182. 
" Ipid.. PP. 183.184. 
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(USO) and local service d d a t s  to 2% or less of the average E w o ~ ~  
Community incumbent's annual revenues.19 Achieving the long-term objective is 
thus possible. BellSouth Europe recommends that k h t r u c h u e  Uberaluation, 
utilize appropriate proportions of target& r~bsidje~, tariff balancing and public 
funding to harmonize sodal goals in the short-b-mid-temr with the dtimate goal of 
funding sotid policy from public M-. 

'' Lkid.. D. 158. 
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JV. sum maw of C ments 

1. Private funding of world-das telecommunications infrastruaure depends on 
investor confidence in. receiving acrrptable rate6 c>f return. Opac competition in 
a declining cust indusky such as telecommunimions is unlikely to generate 
sufficient investor confiduvc since prices t~ a p p d  PIiugUul production 
costs and c-t therefore rocover the investor's capital. Thip i s  espeaaUy true if 
the industry t-exptctd to bchudenedwiti~ sipdkant-inacaresin sodrl costs 
such as V d e d  universal service. Bellsbuth Europe recommends that the 
Commission adopt thc position. that competitive entry must be limited to 2 to 3 
proven infrastructure providers to atsure cotxstxuctive competition and the 
ability to attract long-term private +tal. 

2. The Cornmission should atablish guidelines that promote the development of 
interconnection c h r p  that 

Reflecteost-causatian 
Stimulate economic effidency 

9 Promote effective competition 

To achieve these  objective^ BellSouth Europe rmsmmends that interconnection 
charge devebpnent be subjected to the hllawkg guid- 

9 

. 

Since the incumbent carrier has ample latitude to ratFonallze its costs in 
the short-term, proparticmate recovezy of joint and common costs should 
be limited by globd "bat paactkd' bendrmaxks for such costs established by 
incumbents in 0th- fully competitive mark&. 

Interconnection charges should be sutficiently reduced to factorout the 
Lncumbents structural marksit advantags and superior access advantages 
(3 any). 

A range of reasonable outcomes from the interconnection charge 
negotiations between the incumbent and erifxant should be established at 
the start. &md on experience in comtmctively competitive mazkeu, 
BeiwOuth Europe recommends a standard. peak-period, interconnection 
charge ranp of 0.02 to 0.03 US!$ per minute under full equal ac:~ss 
conditions. 

recognition of the consens- that tclecanununications is a dec1-g 
cost indusay, intertonnetho ' n charges should be subject to a Consumer 
Price Indoc minus X (CM-x) time grndient where the productivity factor. x, 
is such that CPLX I+ normally nepeve. 

1 3  



e Local loss and the universal service obligation should be funded . 
independent of interconnection charges. In both proportionate 
recovery should only be pueially funded to promote incumbent effldency. 

3. Any expansion of u n i v d  wrvice beyond its tra&iomf voice telephony basis 
should be publicly funded to avoid compromising the European communitfs 
global economic competitiveness. Futtftermore, the Iong-tenn objective should 
be removal of the burden of funding sadat policy (univmal &e, beiowaxlt 
l o u l  service and geographic averaging) from the tekcommunications sector 
agwling with a combinrtian of (1) tugmd subsidies, (2) tebl luwd tviffs and 
(3) public fun+. Ultimately. social policy as de&& above should be reducible 
to no more than 1-2% of i n d w q  revenues b a d  011 %st p d c e "  benchmarks. 
At this level, the transition to full public funding of soda1 pol i cy  can probably be 
effected at minimal political risk. 

BellSouth Europe believes Commission adoption of these recommendations i n  
concert with other recomynendatiotu of the Green Paper wi l l  produce effective and 
sustainable competition in the teIecommunicatians sr?ctor. 5uch competition will 
yield benefits in inaeased ecommic competitiveness for the member states and 
increased s o d  benefits for tfiR populations COW&. 
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