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Division of the Commission Clerk

& Administrative Services

Florida Public Service Commission

2540 Shumard Oak Blvd.

Tallahassee, FL 32399-0850

Re-Docket Ne.-000075~ Investigation into Appropriate Methods to Compensate
Carriers for Exchange of Traffic subject to Section 251 of the
Telecommunications Act of 1996 (Phase II)

Dear Ms. Bayo,

Please find enclosed for filing in the above docket an original and seven (7) copies of
Florida Digital Network, Inc.’s prefiled rebuttal testimony of John J. McCluskey.

If you have any questions regarding the enclosed, please call me at 407-835-0460.
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Q. Please state your name, employer and business address.

A. My name is John J. McCluskey, V. 1am Director of Network Planning

_ for Florida Digital Network, Inc. (“FDN”). My business address is 390 North

Orange Avenue, Suite 2000, Orlando, Florida, 32801.

Q. Are you the same John McCluskey who testified on direct in Phase
ITA of this proceedihg?

A. Yes.

Q. What is the purpose of your rebuttal testimony?

A. 1will rebut certain aspects of the prefiled direct testimony of other
witnesses in this case, including Verizon witness Trimble, BellSouth witness
Shiroishi, and Sprint witnesses Ward and Hunsucker. |

Q. Verizon witness Mr. Trimble, on page 15 of his testimony, suggests
that a default LATA-wide reciprocal compensation mechanism would
confer an artificial cost advantage upon the ALECs because the ALEC,
unlike the IXCs and the ILECs, would pay nothing to support universal
service. Is this correct?

A. No, it is not. Currently the Universal Service Fund is funded by
telecommunication revenues obtained from telecommunication carriers that
provide Interstate and International telecommunications services. Because
IntraLATA toll and local services do not come under the same jurisdiction as
Interstate and International, creating a LATA-wide local Intercarrier
Compensation mechanism would have no effect on universal service funds.

Additionally, ALECs are not free from having to contribute to the Universal
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Service Fund. FDN contributes to the Universal Service Fund a portion of its
revenue obtained from Interstate and International telecommunications
services, collected as an IXC, and from switched access services, collected as
an ALEC.

On pages 8, 9, 15 and 19, Mr. Trimble improperly equates a subsidy flow
with universal service. He goes so far as to state that in advancing goals of
universal service, Congress intended that ALECs should subsidize lower
rates to all ILEC customers by paying high Intrastate switched access charges
to ILECs. Mr. Trimble’s argument cannot be accepted by this Commission
as fair or right and is without well-reasoned support.

Q. Mr. Trimble shows a number of call compensation tables in his
testimony. Are these correct?
A. Table 4 on pages 14 and 15 is incorrect. Mr. Trimble’s example of
compensation between ILECs and ALECs when they collaborate to complete
IntralLATA toll calls assumes that the ALECs will continue to charge the end
user for a toll call. That is an incorrect assumption. Where FDN has a
LATA-wide local reciprocal compensation agreement with BellSouth, an
FDN end-user can subscribe to FDN’s flat-rated Intra-LATA calling plan and
iAs not charged toll rates. This sort of calling plan in Sprint-Local or Verizon
territory does not work because FDN would have to pay Intra-LATA

switched access to those carriers making the plan price prohibitive.
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Q. Mr. Trimble and Sprint witness Ward also characterize IXCs as
being discriminated against if a defanlt LATA-wide local intercarrier
compensation method were put in place. Is that true?
A. No, I don’t believe so. Mr. Trimble has included in his testimony as
Exhibit DBT-2 a Declaration of Mr. Howard A. Shelanski filed with the
FCC. Mr. Shelanski does not favor a disruption of the interstate access
regime, however, on pages two and three, he states, “[Wlhen local carriers
pass traffic back and forth, they are performing equivalent termination
services for each other. Long-distance access differs. While local carriers
terminate calls that are handed-off to them by long-distance carriers, long
distance networks do not in turn perform reciprocal termination services for
local carriers. Long-distance carriers are instead providing calling services to
end users, for which local termination constitutes an essential input. Local
interconnection is thus a reciprocal relationship of termination services
between carriers, whereas long-distance service is a vertical relationship in
which local termination is just an input into the long-distance carrier’s
provision of calling services to end users. There is no reason that the
economics of local interconnection should be assumed identical to those of
the very different relationship inherent in long-distance access.”

When an IXC is involved in an IntraLATA toll call, it has none of its
own originating or terminating facilities, and, typically, the IXC picks up and
hands off the call at a tandem, often at the same tandem. By contrast, in the

proposal I made in my direct testimony, in a reciprocal arrangement, to
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qualify for LATA-wide local, the originating carrier would bear the cost and
responsibility for delivering the call at least as far as the tandem serving the
end user. Therefore, the IXC as local toll provider and the LECs in the
LATA-wide local proposal are not providing equivalent services.

Q. Mr. Trimble maintains that a LATA-wide local plan for reciprocal
compensation would not be competitively neutral because ILECs and
IXCs would be disadvantaged. Do you agree?

A. No. As explained above, for IntraLATA calling, LECs with reciprocal
LATA-wide local arrangements and IXCs are not providing equivalent
services. Further, it is difficult to reconcile Verizon’s position with the fact
that BellSouth already has LATA-wide local arrangements, for example, with
AT&T; yet neither asserts a competitive disadvantage or discrimination.

Q. Sprint witness Hunsucker, on page 3 of his refiled direct, states that
using the ILECs local calling areas to define local calling scope for
reciprocal compensation purposes does not affect the ability of the
ALEC to designate its own flat rate calling areas. Do you agree?

A. No. AsItestified previously, high intrastate access charges are a cost
barrier to offering Florida consumers lower retail IntraLATA rates. Sprint
ignores that access charges present a cost barrier to reduced prices for retail
local toll services by arguing that ALECs are free to designate whatever retail
local calling areas the ALECs choose. Interestingly, Verizon argues it could

not reduce retail IntraLATA toll prices because Verizon has to price those
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services to include access costs, in effect recognizing access costs as a barrier
to retail price reductions.

If the access charge barrier were lifted from IntralL ATA services,
Florida consumers would benefit tremendously from the array of IntraLATA
calling plans that would become available.

Q. BellSouth witness Ms. Shiroishi on page 9 of her testimony states that
BellSouth would actually owe money to the ALEC instead of receiving
access from the IXC if a default LATA-wide reciprocal compensation
method was established. Is that true?

A. Her answer is partially true. Ms. Shiroishi did not identify in what
instance that scenario is true. BellSouth would become subject to reciprocal
compensation costs and lose originating switched access charges if BellSouth
were the carrier of choice for its end-user. In that case, however, BellSouth is
replacing access revenue with end-user revenue. If the end-user decided to
use an IXC instead of BellSouth to carry the IntralLATA call, then BellSouth
would continue to charge the IXC for originating access, but would not be
charged by the ALEC for terminating the call.

Q. With regard to Issue No. 17, Ms. Shiroishi claims that the FCC
determined that “roughly balanced” was below a 3:1 ratio. Is that what
the FCC decided?

A. Ibelieve Ms. Shiroishi made an incorrect assessment of what the FCC
decided. In its ruling of Order on Remand and Report and Order in CC

Docket 99-68, released April 27, 2001, the FCC found the 3:1 ratio was a
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good indicator of voice traffic versus ISP-bound traffic for the determination
of reciprocal compensation between LECs. The FCC did not rule on the
meaning of “roughly balanced,” it merely established the 3:1 ratio as a
surrogate to the impossible task of specifically tracking and identification of
ISP-bound traffic and a reasonable cut-off for eliminating the alleged
arbitrage opportunity.

Q. On the subject of bill-and-keep, Verizon witness Mr. Trimble
suggests on page 32 that tandem facilities could be exhausted without
better interconnection architecture standards. Do you agree?

A. Tandem exhaustion could possibly occur, but it would not seem likely
that it would occur given the depressed state of facilities-based competition.
FDN believes its proposal for handing off traffic at least as far as the tandem
serving the terminating end user is fair and reasonable. As I testified to
previously, where a LATA has multiple tandems, the originating carrier
would have to deliver the call to the tandem serving the terminating end user,
not the tandem closest to the ALEC’s switch. FDN’s proposal would
alleviate the tandem-to-tandem transmission utilization that Mr. Trimble may
be concerned with.

Q. Does that conclude your rebuttal testimony?

A. Yes.
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