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STATEMENT OF THE CASE 

Section 364.16(3), Florida Statutes, requires each local 

exchange telecommunications company to provide interconnection 

with its facilities to any other provider of local exchange 

telecommunications services requesting such interconnection. 

Section 364.162, Florida Statutes, requires alternate local 

exchange companies and incumbent local exchange companies to 

negotiate mutually acceptable prices, terms, and conditions for 

interconnection. If such negotiations are unsuccessful, then the 

Commission, upon petition, must establish the rates, terms, and 

conditions of interconnection. Section 364.162(4), Florida 

Statutes, specifically requires the local interconnection charge 

to cover the cost of providing interconnection. 

This docket was opened on August 31, 1995, when Teleport 

Communications Group ("TCG") filed a petition asking the 

Commission to set appropriate interconnection rates. 

Subsequently, Continental Cablevision, Inc. ("Continental"), 

Metropolitan Fiber Systems of Florida, Inc. ("MFS") and MCI Metro 

Access Transmission Services, Inc. ("MCI") filed similar 

petitions. Numerous parties intervened. The Prehearing Officer 

issued an Order Establishing Procedure, which set the hearing of 

this matter on January 9, 1996, the hearing actually commencing 

on January 10, 1996, and concluding the next day. 

In October, 1995, TCG and BellSouth Telecommunications, Inc. 

("BellSouth") entered into a Stipulation and Agreement resolving 

the issues raised in TCG's petition. In December, 1995, 



BellSouth entered into a similar Stipulation and Agreement with 

the Florida Cable Telecommunications Association, Inc. ("FCTA"), 

Continental, Time Warner A x S  of Florida, L.P. ("Time Warner"), 

Digital Media Partners, and Intermedia Communications of Florida, 

Inc. ("Intermedia"). TCG also agreed to this Stipulation. The 

December, 1 9 9 5  Stipulation and Agreement was approved by the 

Commission on December 1 9 ,  1 9 9 5 .  

As a result of the Stipulations, only the witnesses of MFS, 

MCI, AT&T and BellSouth were presented. During the hearing, 

direct and rebuttal testimony was presented by BellSouth's 

witnesses, Robert Scheye, Senior Director of Strategic 

Management, and Dr. Andy Banerjee, a Senior Consultant with 

National Economic Research Associates, Inc. Direct and rebuttal 

testimony was also presented by AT&T Communications of the 

Southern States ("AT&T"), MFS, and MCI. Intervenors who 

participated in the hearing, but who did not present testimony, 

included TCG, Continental, FCTA, Intermedia, McCaw Communications 

of Florida, Inc., Sprint Communications Company Limited 

Partnership, Time Warner, Digital Media Partners, and the Staff 

of the Commission ("Staff"). The hearing produced a transcript 

of 7 8 3  pages and 2 7  exhibits. 

This brief is submitted in accordance with the posthearing 

procedures of Rule 2 5 - 2 2 . 0 5 6 ,  Florida Administrative Code. The 

statement of each issue identified in this matter is followed 

immediately by a summary of BellSouth's position on that issue 

and a discussion of the basis for that position. Each summary of 
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BellSouth’s position is labeled accordingly and marked by an 

asterisk. In any instance in which BellSouth‘s position on 

several issues are similar or identical, the discussions of these 

issues have been combined or cross-referenced rather than 

repeated. 

3 



STATEMENT OF BASIC POSITION 

Sections 364.16 and 364.162, Florida Statutes require this 

Commission to establish the rates, terms, and conditions of 

access to and interconnection between alternate local exchange 

companies (I'ALECs") and incumbent local exchange companies, if 

negotiations between these entities fail. While BellSouth was 

successful in its local interconnection negotiations with three 

of the five parties who filed petitions in this docket, BellSouth 

was unable to reach an agreement with MFS and MCI. 

Local interconnection was significantly affected by the 

universal service issues addressed in Docket No. 950696-TP. 

Specifically, Order No. PSC-95-1592-FOF-TP issued on December 27, 

1995 mandated that local exchange companies should continue to 

fund universal service and carrier of last resort obligations as 

they currently do, and did not create a fund for this purpose. 

The Cornmission, however, noted that the current practice of 

funding universal service obligations through markups on services 

offered by the local exchange companies could extend to services 

such as local interconnection. (Order PSC-95-1592-FOF-TP, pg. 

2 8 ) .  Thus, the manner in which the Commission has directed that 

universal service be supported directly affects the rate 

structure and level for local interconnection. 

The appropriate interconnection arrangement for the exchange 

of toll and local traffic between ALECs and BellSouth is an 

arrangement based on the current switched access rate structure 

and rate levels. The existing switched access interconnection 
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arrangement incorporates all of the components necessary to 

accommodate local interconnection arrangements between ALECs and 

BellSouth. It provides a fair and equitable compensation 

arrangement for terminating traffic on the networks of the ALECs 

and BellSouth. The toll access model can support local traffic 

and, therefore, there is no need to develop a rate structure for 

local traffic only. Further, adoption of the switched access 

rate structure and rate levels will result in minimizing the 

potential for arbitrage since the identical capabilities can be 

used for both local and toll traffic. This is significant in 

that most of the industry agrees that local and toll traffic will 

likely become indistinguishable. Moreover, the switched access 

model will provide all the functionality required in any given 

technical interconnection arrangement (i.e., end office or 

tandem). 

MCI, MFS and AT&T proposed a local interconnection 

arrangement called "bill and keep." Such an arrangement is 

analogous to barter; each company terminates traffic for the 

other at no monetary charge. Unfortunately for these parties, 

this proposal is contrary to Florida law because Section 

364.162 (4) specifically speaks of a "charge" for local 

interconnection, not a trade or barter. Further, "bill and keep" 

must be rejected because it does not recognize the different 

types of technical interconnection arrangements that may exist; 

it does not eliminate the need for billing and administrative 

systems; and it prevents BellSouth from recovering its costs, as 
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required by statute. The plan suggested by BellSouth should be 

adopted because it allows BellSouth to recover its costs; allows 

for more efficient functionality and is a comprehensive 

transitional structure to which all interconnection plans (local, 

toll, independent, cellular/wireless) could merge. 
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ISSUE NO. 1: What are the appropriate rate structures, 

interconnection rates or other compensation arrangements for the 

exchange of local and toll traffic between ALECs and BellSouth? 

*POSITION: The local interconnection plan should include a 

compensation arrangement for  terminating traffic on BellSouth and 

ALEC networks based on the switched access rate structure and 

rate levels; a default to the toll access model when local calls 

cannot be distinguished from toll; and eventual merger of toll 

interconnection arrangements. 

A. INTRODUCTION 

Section 364.16(3), Florida Statutes, requires each local 

exchange telecommunications company to provide access to and 

interconnection with its facilities to alternate local exchange 

telecommunications companies requesting such access and 

interconnection. To that end, Section 364.162, Florida Statutes, 

requires companies to negotiate mutually acceptable rates, terms, 

and conditions. If the parties are unable to bring the 

negotiations to a successful conclusion, then the Commission is 

to establish the rates, terms, and conditions of interconnection. 

MFS and MCI have accused BellSouth of intransigence in the 

negotiation process. (Tr. pp. 119-120 and 300). Such an 

accusation is false. 

BellSouth was able to negotiate a mutually acceptable 

interconnection agreement with the majority of the parties to 

this case. (Exhibit 15). The Stipulation and Agreement 
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("Stipulation") resolved all of the issues in this docket as to 

the signatories. The signatories included Time Warner, Digital 

Media Partners, TCG, the FCTA, Intermedia, and Continental. The 

FCTA signed the agreement on behalf of all of its members, which 

included companies that operate as Alternate Access Vendors, as 

well as cable television providers. (Tr. pp. 513-514). Contrary 

to the apparent positibns of MCI, MFS and AT&T, this was not a 

"cable television" agreement. Because the Stipulation covered 

all the main factors of interconnection, as well as universal 

service and the price for number portability, the rate therein 

was less than that contained in the proposal made by BellSouth in 

its prefiled testimony. As will be discussed herein, MFS, MCI, 

and AT&T (an intervenor, not a petitioner in this docket), all 

requested a "compensation" mechanism known as bill and keep. 

MFS, however, acknowledged that it would prefer a per minute 

local interconnection charge. AT&T suggested bill and keep was 

only appropriate for an "initial" period of time. Within this 

brief, discussion of the specifics of the Stipulation and 

discussions of BellSouth's prefiled proposal will be delineated 

as such. BellSouth remains ready, willing and available, as it 

has been, to negotiate these matters with MFS and MCI, the 

remaining petitioners in this docket. 

B. BELLSOUTH'S PREFILED PROPOSAL 

In its prefiled testimony, BellSouth proposed a local 

interconnection plan that includes the following components: 

* Compensation arrangements for terminating traffic on 
BellSouth and ALEC networks; 
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* A default to the toll access model if local calls 
cannot be distinguished from toll; 

* Charges for local interconnection based on the switched 
access rate structure and rate levels (the level and 
components may vary based on the universal service 
mechanism adopted); and 

* A transitional structure that will eventually merge all 
interconnection plans (local, toll, independent, 
cellular/wireless) into one common structure. (Tr. p. 
451). 

The proposal, as noted above, acknowledged that the rate 

level for local interconnection was subject to change depending 

on the interim universal service mechanism adopted by the 

Commission. This was because, in the universal service docket 

(Docket No. 950696). BellSouth had proposed a universal service 

preservation charge which would have eliminated the contribution 

element for universal service support in Bellsouth's switched 

access charges. (Tr. p. 618). The Commission, however, chose 

not to establish a specific interim universal service mechanism, 

but rather to continue the current practice of funding universal 

service and carrier of last resort obligations through markups on 

services offered by the incumbent local exchange companies. 

(Order No. PSC-95-1592-FOF-TP). Moreover, the Commission noted 

that such markups could extend to services such as local 

interconnection. (Id. at 28). Thus, BellSouth made a valid 

point that the rate levels for local interconnection would be 

affected by universal service. (Tr. p. 473). 

MCI and MFS, on the other hand, contended that BellSouth's 

proposal violated revised Chapter 364  by "linking" universal 

service and local interconnection. (Tr. pp. 54-56 and Exhibit 1, 
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local interconnection rate would include a markup to partially 

fund universal service. This mark up is important because, as 

stated by Dr. Banerjee, an economist with National Economic 

Research Associates, Inc., of all the parties to this docket, 

only BellSouth has the obligation to provide universal and 

ubiquitous service; the ALECs do not. (Tr. p. 617). Even MFS 

acknowledged this distinction. (Exhibit 5, pp. 18-19). 

Under BellSouth's proposal, the rates for local 

interconnection would be reciprocal, but could be equal or 

unequal. (Tr. pp. 516-517). In other words, the charge from 

BellSouth to an ALEC for terminating traffic could be greater 

than the charge from the ALEC to BellSouth for termination. Tr . 
p. 675). This, of course, is due not only to the contribution 

that is contained in BellSouth's local interconnection rate and 

not in the ALEC's rate, but also the fact that the cost of 

interconnection for each company could differ. (a,). 
The ALECs suggest that BellSouth's network may be 

inefficient. This is absurd. In this regard, the costs of 

interconnection arise from the costs of the underlying network. 

(Tr. p. 708). BellSouth has a substantial network in Florida in 

order to meets its obligation to provide ubiquitous service. 

(Tr. p. 708). Dr. Cornell, a witness for MCI, admitted that 

society benefits from a ubiquitous telephone network and that 

Florida citizens are entitled to reasonably affordable telephone 

service. (Tr. p. 768). Mr. Devine acknowledged that BellSouth 
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residential customers and therefore may not have networks as 

expansive as an LEC needs to provide ubiquitous service. Thus, 

it may be no surprise that LEC costs are higher than the costs of 

ALECs, but that is not a sign of LEC inefficiency. 

It is, of course, possible that LECs or ALECs may be 

inefficient, in spite of the incentives to be otherwise. 

However, this cannot be a long term condition. Customers of 

inefficient ALECs whose prices are too high, will have the option 

of taking their business to another ALEC or returning to the 

incumbent local exchange company they left. On the other hand, 

such customers may chose to go to another ALEC. (Tr. pp. 709 and 

715). The same holds true for any incumbent local exchange 

company that is inefficient. Its prices, not only for 

interconnection but for the other services that depend on the 

same network, will be higher and its customers will have an 

incentive to move their business to a more efficient ALEC. (Tr. 

p. 713). If the incumbent is inefficient and loses all its 

customers, it will go out of business. That is the nature of 

competition. (Tr. pp. 713-714). In short, speculation and fears 

that incumbent local exchange companies will be or will become 

inefficient and drive up prices if BellSouth’s proposal is 

adopted, is simply without foundation. 

In addition, with the use of switched access rate levels, 

contribution could also be made to shared and common costs. (Tr. 

pp. 674 and 683). Dr. Cornel1 argued that if “cash” compensation 

was chosen as the financial arrangement for local 
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(Tr. pp. 4 2 9 - 4 3 1  and Exhibit 6, pp. 6 7 - 6 9 ) .  It should be noted 

that, at no place in the statute is the Commission authorized to 

order an interim mechanism, nor has this docket been initiated to 

create an interim local interconnection charge. Therefore, such 

a suggestion by AT&T and MCI should be rejected. 

To further support its proposal, BellSouth also asserted 

that, in the future competitive environment, carriers will no 

longer be able to distinguish between local and toll calls. (Tr. 

p. 4 5 1 ) .  With the advent of local competition, ALECs will 

terminate both local and toll traffic on BellSouth’s network. 

(Tr. p .  4 5 2 ) .  With the impact of number portability and the 

assignment of NXX codes to ALECs, BellSouth will become unable to 

differentiate between the types of calls terminating on its 

network (Tr. p .  4 5 2 ) .  

Moreover, while the use of a “Percent Local Usage“ factor 

could alleviate concerns about the origin of calls that ALECs 

send to an LEC’s network, the same is not true of calls in the 

other direction. With location (geographic) number portability, 

end users will be able to move from one area to another and still 

retain their same numbers. (Tr. pp. 4 5 2 - 4 5 3 ) .  Using remote call 

forwarding, geographic number portability is currently available 

within an exchange. (Tr. p. 5 8 1 ) .  In addition, there are 

limited services, like 500 service, where geographic number 

portability is possible, as well as NXX codes that can be used in 

multiple central offices. (Tr. pp. 5 7 9 - 5 8 0 ) .  Therefore, it will 

be impossible for BellSouth to know if an end user is calling a 
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companies will adhere to BellSouth's local calling areas for any 

specific period of time. (Tr. p. 575). Moreover, there are 

approximately 15 other carriers who have become certificated to 

provide local exchange service in Florida and who have not 

indicated the manner of their use of NXX codes. (Tr. p. 577). 

BellSouth intends to adapt its current switched access 

system for use with local exchange traffic. Therefore, no new 

billing systems are required for BellSouth. (Tr. p. 495). ALECs 

will also need to put similar systems in place to bill and 

measure their switched access charges for toll calls. (a.). 
This is supported by Mr. Devine who, interestingly enough, 

admitted that MFS simply mirrors the incumbent local exchange 

company's switched access charges in the other states where MFS 

is providing service. (Tr. p. 211). Moreover, such billing 

systems are also required for the jurisdictions that have adopted 

a usage sensitive structure for local interconnection (e.g., New 

York and Maryland). (Tr. pp. 495-496). In light of this, 

measuring and billing will not be a problem for the ALECs. 

In summary, BellSouth's proposal provides for compensation 

flowing between ALECs and LECs, based on the costs and other 

obligations of each carrier. BellSouth's proposal resolves 

issues generated by dissimilar calling areas and differing costs, 

while insuring that all similarly situated carriers are treated 

fairly. MFS, AT&T and MCI's proposals do none of these things 

and should be rejected in favor of BellSouth's proposal. 
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C. BILL AND KEEP 

MFS, MCI, and AT&T (at least initially) propose that the 

Commission adopt "bill and keep" as the appropriate local 

interconnection arrangement. (Tr. pp. 156, 395-396, and 429). 

Bill and keep (or mutual traffic exchange) is a mechanism by 

which each company terminates traffic for the other with no 

distinct and separate charge for such termination. (Tr. p. 370). 

While its proponents claim bill and keep is the best mechanism 

for local interconnection, BellSouth will demonstrate why that is 

simply not the case. Moreover, the adoption of bill and keep 

would constitute a violation of Florida law. 

Section 364.162, Florida Statutes, is the section of revised 

Chapter 364 that deals with local interconnection. Throughout 

this section, the phrase "local interconnection charge" is used. 

More directly to the point, Section 364.162(4) specifically 

states : 

In setting the local interconnection charge, the 
commission shall determine that the charge is 
sufficient to cover the cost of furnishing 
interconnection. 

The statute does not mention bill and keep, mutual exchange, 

trade or barter as a basis for exchanging traffic. It is clear 

that the legislature expected a monetary amount, to be arrived at 

either by negotiation or by the Commission, to be set to pay for 

the termination of calls between local telecommunications 

companies. The rules of statutory interpretation will not allow 

a different interpretation. 
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In order to determine the meaning of a statute, any 

tribunal, including an administrative agency, must consider all 

pertinent legal principles of statutory construction. The most 

simply applied of these principles is that no interpretation is 

appropriate when the statute is facially clear and totally 

lacking in ambiguity. In such an instance, the tribunal 

considering the statute does not so much interpret it as simply 

apply it in the manner that is dictated by its clear language. 

A s  the Supreme Court (was this the supreme court) stated in 

Streeter v. Sullivan, 509 So.2d 2 6 8 ,  271 (Fla. 1987): 

The first rule of statutory interpretation is 
that ' [wlhen the language of the statute is 
clear and unambiguous and conveys a clear and 
definite meaning, there is no occasion for 
resorting to the rules of statutory 
interpretation and construction; the statute 
must be siven its plain and obvious meaning'. - 
A.R. Douslass. Inc: v. McRainev, 102 Fla. 
1141, 1144, 137 So.2d 157, 159 (Fla. 1931).' 

Thus, when a statute's meaning is so obvious that there is 

essentially no room for interpretation, the tribunal considering 

the statute has nothing more to do than simply apply its plain 

language to reach an obvious result. 

The same rule was expressed, albeit in somewhat different 
language, in Citizens v. Public Service Commission, 425 So.2d 534, 
541-42 (Fla. 1982) as follows: 

I 

The rule in Florida is that where the language of the 
statute is so plain and unambiguous as to fix the 
legislative intent and leave no room for construction, 
the Court should not depart from the plain language used 
by the legislature. 
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While it seems clear that the cited statute is not ambiguous 

in any way, in a circumstance in which discerning the meaning of 

a statute requires some degree of interpretation, the rules 

become more complex. In this instance, there are a number of 

principles of statutory interpretation that must be applied to 

reach a proper result. Although there are myriad cases that set 

forth these principles, the guidelines they prescribe can be 

summarized in three broad rules: (1) the interpretation must be 

consistent with the legislative intent, (2) it must be reasonable 

(i.e., absurd results are to be avoided), and ( 3 )  the statute 

should be interpreted as a whole so that all parts of the statute 

are consistent with one another. 

When a statute is susceptible to more than one 

interpretation, the reviewing tribunal must first seek to give 

effect to the intent of the legislature in creating the statute. 

As stated in Lowrv v. Parole and Probation Commission, 473 So.2d 

1248, 1249 (Fla. 1985), “[wlhere reasonable differences arise as 

to the meaning or application of a statute, the legislative 

intent must be the polestar of judicial construction.“ At the 

same time, this Court has repeatedly held that the legislative 

intent must be determined whenever possible by looking to the way 

in which it is reflected in the language of the statute: 

In statutory construction, case law clearly 
requires that legislative intent be 
determined primarily from the language of the 
statute. [citations omitted]. The reason 
for this rule is that the legislature must be 
assumed to know the meaning of the words and 
to have expressed its intent by the use of 
the words found in that statute. 
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S.R.G. CorD. v. Deut. of Revenue, 365 So.2d 687, 689 (Fla. 1978). 

"It is a well-established rule of construction that the intent of 

the legislature as sleaned from the statute is the law." 

of Leqal Affairs v. Sanford-Orlando Kennel Club, Inc., 434 So.2d 

879, 882 (Fla. 1983) (quoting Small v. Sun Oil Co., 2 2 2  So.2d 

196, 201 (Fla. 1969)). Accordingly, in determining the 

legislative intent, "the statutory language is the first 

consideration." St. Petersburq Bank & Trust Co. v. Hamm, 414 

So.2d 1071, 1073 (Fla. 1982). 

Dept. 

The second fundamental applicable principle of statutory 

construction is that the tribunal interpreting the statute is 

"obligated to avoid constructing [the] particular statute so as 

to achieve an absurd or unreasonable result." Carawan v. State, 

515 So.2d 161, 167 (Fla. 1987). Instead, a statute should be 

interpreted in a manner that will render it reasonable. This 

rule is not intended to be an alternative to the rule that the 

legislative intent should control. Instead, the two rules are 

entirely consistent and the requirement that a statute be 

construed so as to be reasonable is, in fact, a corollary to the 

mandate to give effect to the legislative intent. In other 

words, it is assumed that an absurd or unreasonable result is 

contrary to what the legislature intended: 

It is, of course, a well settled principle 
that courts should avoid interpreting 
statutes in ways which ascribe to the 
legislature an intent to create an absurd 
result. [citations omitted] . . .  Allied 
Fidelity Insurance Co. v. State, 415 So.2d 
109, 110-11 (Fla. 3rd DCA 1982) ( '  [Aln axiom 
of statutory construction [is] that an 
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interpretation of a statute which leads to an 
unreasonable or ridiculous conclusion or 
result obviously not designed by the 
legislature will not be adopted’). 

Ferre v. State ex rel. Reno, 478 So.2d 1077, 1082 (Fla. 3rd DCA 

1985). 

The third fundamental applicable tenet of statutory 

construction is that a statute should be interpreted on the basis 

of the entire statute, not merely by looking to isolated portions 

of the statute. As this Court stated in Forsythe v. Lonqboat Key 

Beach Erosion Control District, 604 So.2d 452, 455 (Fla. 1992), 

“[ilt is axiomatic that all parts of a statute must be read 

toqether in order to achieve a consistent whole.“ Further, 

”every statute must be read as a whole with meaning ascribed to 

every portion and due regard given to the semantic and contextual 

interrelationship between its parts.” Forsvthe, at 455 (quoting 

Fleischman v. DeRt. of Professional Requlation, 441 So.2d 1121, 

1123 (Fla. 3rd DCA 1983), review denied, 451 So.2d 847 (Fla. 

1984)) . 

Applying the above described principles to the instant case 

requires the conclusion that the Commission must interpret 

Section 364.162, Florida Statutes, as requiring a separate and 

distinct charge for local interconnection. Bill and keep is not 

such a charge. Such a statutory construction is not only within 

the range of permissible interpretations, it is the only 

interpretation that is consistent with the above-described rules 

of statutory construction. 

23 



The clear language of the statute which requires a "charge" 

is not the only part of this section that mandates the rejection 

of "bill and keep." Not only must there be a charge, it must 

"cover" the costs of interconnection. The most fundamental 

problem with the bill and keep arrangement, aside from that 

discussed above, is that it contains no recovery for the costs 

associated with the termination of local calls. (Tr. p. 488). 

For example, if it costs BellSouth five cents a minute to 

terminate a local call and it costs an ALEC three cents a minute 

to terminate a local call, the bill and keep arrangement will not 

allow either party to recover its costs. At best, in the 

situation illustrated, if the traffic were perfectly balanced, 

the carrier with the lower cost might be able to conclude that it 

somehow is okay because the payments it avoided making to the 

other carrier exceeded its own costs. However, using the numbers 

given above, BellSouth would be unable to recover the net 

difference of two cents per minute under any theory. If the 

traffic is unbalanced, the situation could be worse or better, 

depending on the direction of the imbalance. (Tr. p. 488). The 

point remains, however, that unless both parties' costs are 

identical and unless the traffic is perfectly balanced, this 

interconnection arrangement does no t  provide, even in theory, a 

mechanism for BellSouth, as well as other parties, to recover the 

costs incurred. (Tr. pp. 4 8 8 - 4 8 9 ) .  

MFS and MCI, as discussed herein, have acknowledged that the 

costs of interconnection for BellSouth and the costs of 
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interconnection for ALEC will not necessarily be identical. (Tr. 

pp. 249-250 and 774). With regard to the traffic balance, AT&T's 

witness admitted that he had no evidence concerning whether 

traffic would be in balance. (Exhibit 3, p. 42). Dr. Cornel1 

"estimated" that traffic would be in balance "within a year or 

two," but presented no empirical evidence. (Exhibit 12, p. 10). 

Mr. Devine presented the only evidence concerning traffic 

balances. (Exhibit 7). However, even that document only 

demonstrated that the usage ratios in the Borough of Manhattan, 

after two years, were out of balance, with the balance in that 

instance favoring the ALEC. (Exhibit 6, p. 26). Even if there 

was any intuitive merit to the ideal that traffic between LECs 

and ALECs will be balanced, the empirical data did not 

demonstrate this. 

Essentially, what MFS, MCI, and AT&T are proposing with bill 

and keep, is that BellSouth should allow ALECs to use BellSouth's 

network free of charge. (Tr. p. 506). All BellSouth is seeking 

is payment for the use of BellSouth's facilities, just as 

BellSouth is willing to pay the ALECs for the use of the ALECs' 

facilities. (Id). BellSouth owns a ubiquitous network that is 

valuable. Indeed, its value has been recognized by ALECs, such 

as MFS and Continental Cablevision. AT&T has acknowledged that 

the LECs have spent hundreds of millions of dollars in 

constructing their networks. The bill and keep proposal prevents 

BellSouth from being compensated for access to and the use of its 

valuable, ubiquitous network. (Tr. p. 490). To preclude 
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BellSouth from receiving compensation for the ALECs' use of 

BellSouth's network is clearly unfair, inappropriate and illegal 

under Section 364.162(4), Florida Statutes. 

MFS and MCI argue that bill and keep can not be equated to 

terminating local calls "for free" because Bellsouth will recover 

its costs by charging its own customers to send and receive local 

calls. (Tr. p. 250). Mr. Devine also asserts that the 

introduction of local competition will increase the use of the 

local exchange network. (a.). BellSouth, however, will be 

unable to raise its basic local exchange residential rates to 

cover the cost of local interconnection and the increased cost 

associated with the increased usage on the local exchange 

network. (Tr. pp. 250-251 and Section 364.051(2) (a), Florida 

Statutes). The problem will only be exacerbated as BellSouth 

provides additional functionalities as part of the 

interconnection arrangement because BellSouth's costs will 

increase even more. (Tr. p. 489). There must be a financial 

component in any local interconnection plan. The fact that bill 

and keep, by definition, lacks this financial component and would 

not permit cost recovery, constitutes a fatal legal flaw in that 

proposed interconnection arrangement. (Tr. p. 489). 

Apart from the legal issue, MFS and MCI claim that bill and 

keep possesses several benefits, but this is simply not accurate 

in this context. First, these parties argue that bill and keep 

is used as the local interconnection arrangement between 

traditional independent local exchange companies and Bellsouth 
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and, therefore, is appropriate between BellSouth and ALECs. (Tr. 

pp. 79 and 371). It should be noted that, except for some 

extended calling service arrangements, BellSouth and other local 

exchange companies in Florida compensate each other with 

terminating access charges. (Tr. p. 456). While LECs do use 

“bill and keep” in Extended Area Services arrangements that have 

evolved over time, these are historical arrangements put into 

place during a period when rate of return regulation was 

prevalent. Under this form of regulation, if BellSouth’s or the 

independent‘s costs for terminating a call for one another were 

not explicitly recovered, the ratepayers of each company would 

reimburse their company for these costs. (Tr. p. 496). The 

parties also ignore the fact that, historically, independent 

companies served contiguous geographic territories different from 

BellSouth and, therefore, did not compete for the same customers 

as BellSouth. Moreover, interconnection arrangements were 

typically end office to end office. (Tr. p. 455). This will not 

be the case in the future. BellSouth and the ALECs will be 

competing for the same set of customers and will be operating in 

the same geographical territory. (Tr. p. 639). 

In addition, for BellSouth, the regulatory framework has 

changed to one of price regulation. In the future, this 

Commission will simply not be able to direct that BellSouth‘s 

subscribers reimburse BellSouth for these costs. BellSouth will 

have to recover these costs from the entity that caused them. 

This means that historical independent local exchange company 
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arrangements must also evolve to a different structure. (Tr. p. 

496). This was acknowledged by Mr. Scheye, upon questioning by 

Chairman Clark, when he stated that if a traditional independent 

local exchange company requests local interconnection with 

BellSouth, the independent company would be treated as any other 

ALEC. (Tr. pp. 5 8 4 - 5 8 5 ) .  

Bill and keep is also claimed to be more efficient and 

neutral with respect to the technology and architecture chosen by 

BellSouth and the ALECs. (Tr. pp. 396-397). This claim is 

simply without merit. Bill and keep does not recognize the 

different types of technical interconnection arrangements that 

may exist. Under a bill and keep arrangement, ALECs will not be 

encouraged to provide efficient functionality internal to their 

own networks. Rather, ALECs will be encouraged to use the 

efficiencies inherent to BellSouth's network, functionalities for 

which BellSouth would not be compensated. For example, under a 

bill and keep arrangement, ALECs may decide to interconnect their 

end offices with BellSouth's tandems, rather than develop their 

own network, because there will be no financial incentive to make 

this investment. (Tr. p. 4 5 4 ) .  

By contrast, under BellSouth's proposed rate structure, 

BellSouth will be encouraged to provide functionality to ALECs 

because BellSouth will be compensated for such provision. (Tr. 

p. 4 5 5 ) .  Under BellSouth's proposal, ALECs may conclude that it 

is less costly and therefore more efficient to interconnect with 

BellSouth at a tandem. If an ALEC chooses to interconnect at 
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BellSouth's tandem office, BellSouth would assess the ALEC a 

switching charge and the ALEC would avoid the construction costs 

of building a network to every end office for interconnection. 

(Tr. pp. 492-493). Alternatively, if an ALEC chooses to connect 

at the end office, then it avoids the proposed BellSouth tandem 

switching charges, but incurs the additional construction costs 

involved with direct end office interconnection. It is clear 

that either of these options would be equitable and fair for both 

the ALEC and BellSouth. What the ALECs want, and what bill and 

keep would provide, is a situation where the ALECs avoid paying 

the tandem switching charge and, at the same time, avoid 

incurring the construction costs of building to end offices. 

With bill and keep, the ALECs would simply connect at the tandem, 

avoid the switching costs, and have access to every end office 

subtending the tandem. This demonstrates the clear inequities 

inherent in the bill and keep arrangement. (Tr. p. 493). 

The parties also claim that bill and keep eliminates the 

need for billing and administrative systems. (Tr. p. 7 6 ) .  

Again, this claim is without merit. There will still be a need 

to hand off toll and 800 traffic to IXCs, to LECs and to ALECs, 

which will require the billing of switched access rates. Because 

ALECs will bill switched access to many different carriers, 

BellSouth's proposal of applying switched access elements for 

local interconnections places no additional billing requirements 

on the ALECs. (Tr. p. 455). As noted earlier, in light of 

rulings and negotiated agreements for usage based local 
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interconnection rates, measurement and billing systems must be in 

place, in any event. 

The parties also tout the fact that bill and keep is 

reciprocal. (Tr. p. 396). This conveniently ignores the fact 

that BellSouth’s proposal is also reciprocal. BellSouth’s plan 

ensures that each company that incurs costs will be allowed to 

recover those costs, notwithstanding the fact that the costs of 

any respective company may be different. (Tr. p. 5 0 7 ) .  MFS uses 

an analysis put forth by TCG (who subsequently signed the 

Stipulation) that purported to show that an ALEC would be unable 

to offer a flat-rate service if it was charged usage sensitive 

interconnection rates. (Exhibit 8). The exhibit, however, 

glaringly omitted the revenue sources available from vertical and 

toll services. This makes the exhibit meaningless. (Tr. p. 

458). In addition, the exhibit was limited to residential 

services. As discussed earlier, MFS and MCI are targeting 

business customers, not residential customers. In fact, in order 

for a residential customer in Florida to obtain service from MFS, 

the customer will be required to specifically contact MFS and beg 

for it. (Tr. p. 243). Further, the compensation paid to ALECs 

by BellSouth to terminate traffic on an ALEC‘s network will 

offset, to a certain extent, the compensation paid to BellSouth 

by an ALEC. This revenue source is also omitted from the 

exhibit. (Tr. p. 459). 

Finally, the advocates of bill and keep ignore the fact that 

not only is bill and keep different from BellSouth’s proposal, it 
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is different than the terms of the agreement reached with a 

number of carriers already. Adopting two entirely different 

compensation schemes for the same type of interconnection would 

create a logistical nightmare. If the Commission is disposed to 

move away from both alternatives offered by the parties, the 

movement should only be in the direction of the terms and 

conditions of the existing agreements. 

During the course of the hearing, MCI's counsel read four 

statements to Mr. Scheye from a document entitled "BellSouth 

Europe, Comments of BellSouth Europe to the European Commission's 

Green Paper on the Liberalization of Telecommunications 

Infrastructure and Cable Television Networks," dated March 15, 

1995. (Exhibit 21). The purpose of this exercise, of course, 

was to attempt to show that BellSouth Europe, a company that is 

not BellSouth Telecommunications, had made statements somehow 

contrary to BellSouth's position in this docket. 

It should first be noted that the telecommunications market 

and structure in Europe has not been shown to be identical or 

even in any way similar to Florida. Second, counsel for MCI read 

these statements out of the context in which they were written, 

thereby distorting and twisting their meaning. Third, while MCI 

wants to pick and choose phrases from the document, it neglects 

to mention that BellSouth Europe is recommending therein a per 

minute of use local interconnection rate of 2 to 3 cents, 

consistent with BellSouth's proposal and Stipulation, not MCI's 

bill and keep mechanism. (Exhibit 21, p. 13). 
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Clearly, the reasons why MFS, MCI and A&T favor "bill and 

keep", all point to the desire of these companies to use 

BellSouth's, and presumably other LECs' networks, for free. A 

"free ride" is most certainly not what the legislature intended 

when it authorized local competition. These parties' contentions 

regarding the proper rate structure and rates for interconnection 

must be disregarded. 

D. THE RESIDUAL INTERCONNECTION CHARGE 

AT&T, who to date has not applied for certification as an 

ALEC in Florida (but has in Georgia for some reason), also 

favored bill and keep, for reasons similar to MFS and MCI. 

However, AT&T had its own financial issue to advocate, which 

would, if adopted, advantage AT&T as an interexchange carrier or 

as an ALEC, should it ever chose to apply in Florida to become 

one. Mr. Guedel, AT&T's witness, took the position that no 

Residual Interconnection Charge ("RIC") should be collected by 

BellSouth when BellSouth acts as an intermediary for a call 

between an interexchange carrier ("IXC") and a customer who is 

served by an ALEC. (Tr. p. 435). In order to clearly examine 

this issue, it is necessary to describe the situation involved. 

When BellSouth receives a call from an IXC at BellSouth's tandem 

office, and BellSouth terminates the call through one of it's end 

offices to the subscriber, it charges the IXC a transport rate, 

an access tandem switching rate, a local or end office switching 

rate, the Carrier Common Line Charge ("CCLC") and the RIC. (Tr. 
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the restructure of the transport function. (Exhibit 13, pp. 14- 

15). 

ALECs have not established a revenue requirement associated 

with the RIC in Florida. (Tr. pp. 212-213). BellSouth, on the 

other hand, has established a revenue requirement for the RIC in 

Commission proceedings in Florida. (Tr. p. 213). Allowing the 

ALEC to collect a RIC charge, therefore, would simply create a 

windfall for the ALEC, whether it was MFS or AT&T. AT&T's 

position, as noted earlier, is that the RIC is an element that 

should not be charged to AT&T by any local exchange company, 

including the ALECs. (Exhibit 13, p. 16). In this circumstance, 

AT&T, as an interexchange carrier, obtains a windfall; it avoids 

paying a RIC for calls that terminate through an ALEC end office. 

AT&T forgets, however, the fact that the RIC in Florida was 

developed as a contribution mechanism. The RIC was based on an 

estimated number of LEC transport minutes. (Exhibit 13, pp. 1 7 -  

18). At least part of the purpose of this was to discourage 

bypass of the LEC networks, since the LEC with the end office 

would still collect the RIC even where the tandem and transport 

were bypassed. (Exhibit 13, pp. 13-14). Allowing MFS and AT&T 

to prevail in this argument will simply prevent BellSouth and, 

indeed, all LECs' who have established a RIC, from collecting the 

money the RIC was expressly created to provide these companies, 

while providing a windfall to either the ALECs or the 

interexchange carriers. This unjust result should not be 

allowed. 
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Concluding on this issue, BellSouth’s proposal, which allows 

all participants to recover their costs of terminating or 

otherwise handling calls for other carriers is fair, sensible and 

will insure that BellSouth and other LECs remain able to meet 

their obligations to the citizens of the State of Florida. 

Adopting the proposals of the other parties will serve to enrich 

them, at the expense of the incumbent local exchange companies 

and, most likely, at the expense of the residential ratepayers in 

this State. BellSouth’s proposal should be accepted in its 

entirety and that of the other parties should be rejected. 

ISSUE NO. 2: If the Commission set rates, terms, and conditions 

for interconnection between the respective ALECs and BellSouth, 

should BellSouth tariff the interconnection rate(s) or other 

arrangements? 

*POSITION: Yes. BellSouth intends to file its rate for local 

exchange interconnection in a tariff or in contracts filed with 

the Commission. 

ISSUE NO. 3: What are the appropriate technical and financial 

arrangements which should govern interconnection between the 

respective ALECs and BellSouth for the delivery of calls 

originated and/or terminated from carriers not directly connected 

to the respective ALEC’s network? 

*POSITION: If necessary, and if the technical and financial 

issues can be resolved, BellSouth will provide an intermediary 
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function to allow calls from an ALEC customer to transmit through 

BellSouth‘s network to another ALEC’s network. 

This issue describes a situation where two ALECs are both 

interconnected with BellSouth, but not with each other. The 

intermediary function involved would be the transport of a local 

call by BellSouth between the two ALECs. (Tr. p. 554). 

BellSouth’s prefiled proposal was that if ALECs felt such a 

function was necessary and the technical and financial issues 

could be resolved, then BellSouth could provide such a function. 

(Tr. p. 555). Under the Stipulation, BellSouth agreed to provide 

this function for the price of the tandem switching and transport 

rate elements, plus two-tenths of a cent. (Tr. p. 557). This 

price covers BellSouth’s cost of providing the function. (a.). 
During cross-examination, it was suggested that MCI, at least 

might be willing to pay the stipulated charge for this function. 

(Tr. p. 558). With regard to the companies which signed the 

Stipulation, it was determined that no technical impediments 

existed. (Tr. pp. 555-556). The parties appear to agree that 

the two-tenths of a cent charge is reasonable, but there appears 

to be a disagreement as to whether the ALECs should pay this 

charge and to charge for switching and transporting the call. 

Interestingly, one of the alledged benefits of bill and keep is 

that measuring and billing calls are unnecessary. The ALECs‘ 

willingness to pay a usage based price for this imtermediary 

function appears inconsistent with their position on bill and 
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keep, since this intermediary function clearly involves measuring 

all usage and billing of this type of call. 

ISSUE NO. 4: What are the appropriate technical and financial 

arrangements for the exchange of intraLATA 800 traffic which 

originates from the respective ALECs' customer and terminates to 

an 800 number served by or through BellSouth? 

*POSITION: Procedures are needed for the exchange of data in 

both directions for billing purposes between the ALECs and 

BellSouth. 

BellSouth provides minimal intraLATA 800 services. ALECs 

may opt not to provide a comparable service, further reducing the 

potential volume of traffic. Procedures must be established for 

the exchange of data in both directions for billing purposes 

between the two parties involved. (Tr. p. 462). Under the 

Stipulation, BellSouth agreed to compensate ALECs for the 

origination of intraLATA 800 traffic terminated to BellSouth 

pursuant to the ALECs' originating switched access charges. The 

arrangement is reciprocal. (Exhibit 15, Stipulation and 

Agreement, Attachment D, p. 3). Nothing in the testimony of MCI 

or AT&T indicated that there was disagreement on this issue. 

MFS's only dispute on this issue appears to be the Stipulation's 

requirement that BellSouth and the ALECs will mutually provide 

the appropriate records for a fee of $0.015 per record. (Tr. p. 

112). MFS alleges that the records should be exchanged without a 
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fee. (Tr. p. 113). This certainly does not appear to be an 

obstacle in an agreement by the parties on this issue. 

ISSUE NO. Sa: What are the appropriate technical arrangements 

for the interconnection of the respective ALECs' network to 

BellSouth's 911 provisioning network such that the respective 

ALECs' customers are ensured the same level of 911 service as 

they would receive as a customer of BellSouth? 

*POSITION: Each ALEC should provide its own or lease facilities 

to connect the trunk side of the ALEC's end office to the 

BellSouth 911 tandem serving the calling customer's Public Safety 

Answering Point ("PSAP"). The trunks must carry Automatic Number 

Identification and conform with the industry interface standard. 

BellSouth, as do the other parties, feels that public safety 

is a paramount concern in the provision of telephone service. As 

noted above, the best way to accomplish this is to have each ALEC 

provide its own facilities or lease facilities from BellSouth 

that will connect the trunk side of the ALEC's end office to the 

BellSouth 911 tandem serving the calling customer's PSAP. (Tr. 

p. 462). The trunks must be capable of carrying Automatic Number 

Identification (ANI) to the 911 tandem. The trunk facility must 

conform with ANSI T1.405-1989 (Interface Between Carriers and 

Customer Installations - Analog Voice Grade Switched Access). 

The trunk interface between the ALEC end office and the BellSouth 

tandem may be either a 2-wire analog interface or a digital DS1 
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interface. A minimum of two trunks are required. Additional 

trunks may be required depending on the volume of traffic. (Tr. 

p. 463). 

The Stipulation went into this issue in greater detail. 

(Exhibit 15, Stipulation, Attachment D, p. 1). Both MCI and AT&T 

indicated that the Stipulation resolved this issue on their part. 

(Tr. pp. 341 and 440). Even MFS, on a conceptual basis, agrees 

with the points set out in the Stipulation; its problem appears 

to be that more detail is needed. (Tr. pp. 174-175). Upon 

questioning from Chairman Clark, Mr. Devine admitted that 

BellSouth had not refused to handle 911 in an acceptable manner. 

(Tr. p. 179). Moreover, although Mr. Devine considered the 

PacTel agreement to contain a treasure trove of detail on 911 

service, when examined, one finds only rhinestones, certainly not 

the wealth promised. (Exhibit 3, p. 28). There is nothing 

contained in the PacTel Agreement that is not contained in the 

Stipulation regarding 911 service other than tariff references to 

what is apparently a California tariff and prices for certain 

aspects of the service. 

No party to this docket wants 911 service to fail; it is too 

important to the public welfare. Therefore, it would certainly 

appear that the parties could reach an agreement on this issue. 

ISSUE NO. 5b: What procedures should be in place for the timely 

exchange and updating of the respective ALECs’ customer 

information for inclusion in appropriate E911 database? 
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*POSITION: Procedures are needed to handle the transmission, 

receipt, and daily updates of the customer telephone number and 

the name and address associated with that number. The Master 

Street Address Guide, Telephone Number, and Network Information 

databases are required to provide data for display at the PSAP. 

For the reasons discussed in Response to Issue 5(a), 

BellSouth believes the parties are essentially in agreement on 

this issue. The Stipulation specifically provides that BellSouth 

and the ALECs will work cooperatively to provide daily updates, 

to ensure the proper working of the system, and to provide 

accurate customer data. (Exhibit 15, Stipulation, Attachment D, 

p. 2 ) .  

ISSUE NO. 6: What are the appropriate technical and financial 

requirements for operator handled traffic flowing between the 

respective ALECs and BellSouth including busy line verification 

and emergency interrupt service? 

*POSITION: These services are currently tariffed in BellSouth's 

Access Service Tariff. A dedicated trunk group is required from 

the ALEC's end office to the BellSouth Operator Service System. 

In order to provide such traffic, on a technical basis, a 

dedicated trunk group, either one way or two way, is required 

from the ALEC's end office to the BellSouth Operator Services 

System. The trunk group can be the same as that used for Inward 
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Operator Services (busy line verification and emergency interrupt 

services) and Operator Transfer Service. Busy line verification 

and emergency interrupt services are currently tariffed in the 

Access Service Tariff. (Tr. p. 464). On this issue, MCI, AT&T 

and even MFS appear to be in agreement that there is no real 

dispute. (Tr. pp. 94, 349 ,  and 4 4 0 ) .  

ISSUE NO. 7: What are the appropriate arrangements for the 

provision of directory assistance services and data between the 

respective ALECs and BellSouth? 

*POSITION: BellSouth will list ALEC's customers in BellSouth's 

directory assistance database provided the information is 

supplied by the ALEC to BellSouth in the appropriate format. If 

the data is not submitted in the proper format, the ALEC should 

pay the cost of any translation. 

If an ALEC desires to list its customers in BellSouth's 

directory assistance database, BellSouth will provide this 

service as long as the ALEC provides BellSouth with necessary 

information in the format specified by BellSouth to populate the 

database. To the extent that additional costs are incurred by 

BellSouth, the ALEC should be required to pay BellSouth these 

costs. (Tr. pp. 4 6 4 - 4 6 5 ) .  Mr. Price, MCI's witness, 

acknowledged that if information is given to BellSouth in a 

format unlike that used by BellSouth, then some form of 

translation would have to be performed. Such translation would 
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have a cost associated with it, a cost that could be avoided if 

the information was given to BellSouth in BellSouth's format. 

(Tr. p. 348). AT&T did not mention this issue. 

MFS requested that BellSouth be required to provide branded 

and unbranded directory assistance. (Tr. p. 95). BellSouth 

currently provides directory assistance service via the access 

tariff. Branding is not available with this offering at this 

time. The company is examining the possibility of providing 

branding on directory assistance access calls, but such 

examination is incomplete at this time. (Tr. p. 465). 

MFS also requested that ALECs be allowed to license 

BellSouth's directory assistance database for use in providing 

competitive directory assistance services. (Tr. p. 95). 

BellSouth currently licenses the use of data contained in its 

directory assistance database via DADS (Directory Assistance 

Database Service), tariffed in the BellSouth General Subscriber 

Services Tariff. (Tr. p. 465). ALECs may use DADS data to 

provide their own directory assistance type service. (Tr. pp. 

465-466). Thus, it appears that what the parties want is 

essentially available, although perhaps not at the price everyone 

wants . 

ISSUE NO. 8: Under what terms and conditions should BellSouth be 

required to list the respective ALECs' customers in its yellow 

and white pages directories and to publish and distribute these 

directories to the respective ALECs' customers? 
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*POSITION: BellSouth will arrange to list ALEC customers in the 

appropriate BellSouth directory and will arrange for distribution 

of such directories to ALEC customers. Primary listings will be 

provided free, so long as the data is received in the proper 

format. 

BellSouth will arrange to list ALEC business customers in 

BellSouth's yellow and white page directories, as well as ALEC 

residence customers in BellSouth's white page directories. It is 

also BellSouth's intent to arrange distribution of yellow and 

white page directories to ALEC customers. White page listings 

for individual customers will be offered at no charge. 

Additional listing options (e.g., design listings) and the 

provision of directories outside a customer's service area will 

be provided to ALEC customers under the same terms, conditions 

and rates offered to BellSouth customers. (Tr. p. 466). This 

position was reiterated in the Stipulation. (Exhibit 15, 

Stipulation, Attachment D, pp. 2-3). Both MCI and AT&T 

acknowledged that the Stipulation resolved this issue to their 

satisfaction. (Tr. pp. 349 and 440). 

While MFS finds the Stipulation acceptable on this issue, it 

wishes to be paid a royalty. (Tr. pp. 109-110). The bottom line 

on this point appears to be that, although it is a "huge" value 

to MFS for its customers to be listed in the telephone directory, 

BellSouth should pay MFS for the value to MFS. (Exhibit 5, pp. 

80-82). Of course, MFS does not intend to compensate BellSouth 
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for this value. (Id.). Aside from this point, the parties 

appear to be essentially in agreement on this issue. 

ISSUE NO. 9: What are the appropriate arrangements for the 

provision of billing and collection services between the 

respective ALECs and BellSouth, including billing and clearing, 

credit card, collect, third party, and audiotext calls? 

*POSITION: 

services to ALECs either via tariff or contract. 

BellSouth will provide billing and collection 

All ALECs entering the market in the BellSouth region have 

two options for handling their non-sent paid traffic. First, an 

ALEC may elect to have another Regional Bell Company (RBOC) serve 

as its Centralized Message Distribution System (CMDS) host. CMDS 

will provide the ALEC with the ability to bill for its services 

when the messages are recorded by a local exchange company. This 

would include credit card, collect and third-party calls. Under 

this option, all messages that are originated by the ALEC but 

billable by another company, or that are originated by another 

company and billable by the ALEC, will be sent through that RBOC 

host for distribution. BellSouth would not be involved in this 

scenario. (Tr. p. 467). If a call originates in BellSouth 

territory that is billable by the ALEC, BellSouth would send that 

message to Kansas City (where the CMDS system resides). CMDS 

would forward the message to the host RBOC who would then 

distribute it to the ALEC. (Tr. pp. 467-468). The reverse would 
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be true for any ALEC originated message that is billable to a 

BellSouth customer. If the ALEC elects to purchase operator 

and/or 800 database service from BellSouth, and BellSouth is 

therefore recording messages on the ALEC's behalf, BellSouth will 

send those messages directly to the ALEC for rating. 

would then distribute the messages to the appropriate billing 

company via their RBOC host. (Tr. p. 468). 

The ALEC 

The second option is that the ALEC may elect to have 

BellSouth serve as their CMDS host. The only requirement for 

this option is that the ALEC have Regional Accounting Office 

status (RAO-status), which means that it has been assigned its 

own RAO code from Bellcore. When BellSouth provide the CMDS host 

function, BellSouth will send CMDS all messages that are 

originated by an ALEC customer that are billable outside the 

BellSouth region. BellSouth will also forward all messages that 

originate outside the BellSouth region from CMDS to the ALEC for 

billing where applicable. This service will be provided via 

contract between the two companies. (Tr. p. 468). 

As for audiotext calls, N11 service is the only service 

currently offered by BellSouth in its General Subscriber Service 

Tariff specifically tailored for audiotext customers. 9 7 6  

service is grandfathered. For an ALEC to be able to provide N11 

service to an audiotext customer, they would have to translate 

the audiotext provider's seven or ten digit local telephone 

number to the appropriate N11 service three-digit code at their 

end office. Since the recording for that call would be done at 
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the ALEC's end office, BellSouth would not be involved. The ALEC 

would then have to make its own arrangement with the audiotext 

provider for billing and collection of N11 calls to their 

customers. It should be noted that BellSouth does not jointly 

provide N11 service anywhere in its service region. (Tr. p. 

469). 

AT&T did not mention this issue in Mr. Guedel's testimony. 

While MCI's witness, Mr. Price, discussed this issue in his 

prefiled testimony, nothing therein suggests that there is a 

dispute between BellSouth and MCI on this issue. (Tr. p. 313). 

MFS's witness, Mr. Devine, indicated in his prefiled testimony 

that MFS desired to provide 976 service. (Tr. p. 91). Because 

BellSouth is involved with such service only on a grandfathered 

basis, as noted above, MFS would have to make its own 

arrangements. 

ISSUE NO. 10: What arrangements are necessary to ensure the 

provision of CLASS/LASS services between the respective ALECs and 

BellSouth's networks? 

*POSITION: Full Signaling System 7 ( " S S 7 " )  connectivity is 

required between end offices to ensure the provision of 

CLASS/LASS services between BellSouth and an ALEC. BellSouth 

plans to unbundle same in its Switched Access Service tariff. 

Full Signaling System connectivity is required between end 

offices to ensure the provision of CLASS/LASS services between 
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BellSouth and an ALEC. BellSouth plans to unbundle SS7 signaling 

in its Switched Access Service tariff and ALECs will be able to 

purchase this connectivity as an unbundled service. (Tr. p. 

470). 

provide Common Channel Signaling ("CCS") to enable full 

interoperability of CLASS features and functions. (Exhibit 15, 

Stipulation, Attachment D, p. 5). 

The Stipulation provides that BellSouth and the ALECs will 

Once again, AT&T did not mention this issue in its prefiled 

testimony, however, on cross-examination, Mr. Guedel stated that 

AT&T was essentially in agreement with BellSouth on this issue. 

(Tr. p. 440). MCI, as well, appeared to be in agreement with 

BellSouth on this issue. (Tr. p. 3 3 9 ) .  MFS, in its discussion 

of the technical requirements for CLASS interoperability, also 

appears to be in agreement. (Tr. pp. 70-71 and 114-115). 

ISSUE NO. 11: What are the appropriate arrangements for physical 

interconnection between the respective ALECs and BellSouth, 

including trunking and signalling arrangements? 

*POSITION: Local interconnection, which includes trunking and 

signaling, should be provided at the access tandem and end office 

level. This is the only currently feasible arrangement and is 

the arrangement that currently exists with the interexchange 

carriers. 

It is BellSouth's position that local interconnection, which 

includes trunking and signaling, should be provided at the access 

47 



tandem and end office level. 

feasible arrangement and is the arrangement that currently exists 

with the interexchange carriers. (Tr. p. 470). A very similar 

issue was raised at the time of divestiture to ensure that all 

interexchange carriers could connect in the most efficient manner 

with the RBOCs. It was determined that the size and 

configuration of the LATAs could be a major factor. Generally, 

however, the RBOC deployment of access tandems was considered to 

provide the minimal number of points of connection. (Tr. p. 

477). Under the Stipulation, the parties thereto agreed that the 

physical interconnection arrangements should be resolved no later 

than January 31, 1996. (Exhibit 15 ,  Stipulation, p. 6 ) .  

This is the only technically 

As before, AT&T had no comment on this issue in its prefiled 

testimony. MCI agreed that the Stipulation, which provided for 

Common Channel System 7 Signaling, was acceptable. (Tr. p. 339). 

With regard to trunking, MCI stated that it wanted the option of 

using either one-way or two-way trunks to interconnect with 

BellSouth. (Tr. pp, 339-340). MCI acknowledged, however, that 

BellSouth had never told MCI that BellSouth would not provide 

that option. (Tr. p. 340). Therefore, there appears to be no 

issue in dispute with MFS on the trunking and signaling piece of 

this issue. 

MCI and MFS, however, also want the added option of 

interconnecting on a meet-point basis because that is how 

BellSouth currently connects with traditional independent local 

exchange companies. (Tr. pp. 144-145). As explained by Mr. 

48 



Scheye, however, there is currently a geographic split between 

BellSouth and the traditional independent local exchange 

companies; there is no competition between them. (Tr. p. 5 8 3 ) .  

Currently, BellSouth simply interconnects with these companies at 

the boundary line of the respective company's territory. (Tr. p. 

5 8 6 ) .  

two companies involved and the only traffic on that trunk 

consists of local calls between the territory of the two parties 

on the trunk. (Tr. p. 5 8 8 ) .  MFS's request for one meet-point 

per LATA, on the other hand, encompasses more than two companies, 

local as well as toll traffic, and a lot more territory than is 

encompassed in any current BellSouth to independent local 

exchange company meet-point. (Tr. p. 5 8 8 ) .  In addition, a mid- 

span meet opens up new problems, such as who maintains the trunk 

and who tests it. (Tr. p. 5 6 0 ) .  While it is an option that may 

be possible in the future, BellSouth has no procedures in place 

for such an option today. (Tr. p. 5 6 1 ) .  The request of MCI and 

MFS should be rejected. 

Typically, a trunk or other facility is run between the 

MFS also proposes that BellSouth be required to permit an 

ALEC to directly interconnect to any other entity that maintains 

a collocation facility at the same BellSouth tandem office at 

which the ALEC maintains a collocation facility. (Tr. pp. 88-89 

and 147-148). This too should be rejected. BellSouth currently 

provides collocation to any provider wishing to interconnect with 

BellSouth. BellSouth should not be required to permit ALECs to 

directly interconnect to other entities which maintain a 
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collocation facility at the same BellSouth wire center at which 

an ALEC maintains a collocation facility for two reasons. (Tr. 

p. 475). First, collocation was not intended to require LECs to 

interconnect service providers with anyone but the LEC. (Id.). 

ALECs wishing to directly interconnect with each other should 

negotiate alternative interconnection arrangements between each 

other. ( T r .  pp. 475-476). Second, the situation envisioned by 

MFS would appear to be one in which BellSouth would provide space 

to two unrelated entities. Under the Florida collocation tariff 

filed by BellSouth on November 20, 1995 in Docket No. 921074-TP, 

this arrangement would not be permitted. It is BellSouth's 

position, therefore, that this issue is beyond the scope of this 

proceeding. ( T r .  p. 476). 

ISSUE NO. 12: To the extent not addressed in the number 

portability docket, Docket No. 950737-TP, what are the 

appropriate financial and operational arrangements for 

interexchange calls terminated to a number that has been "ported" 

to the respective ALECs? 

*POSITION: BellSouth should bill its switched access rate 

elements to the interexchange carrier and would anticipate that 

ALECs would do likewise. The IXC would receive two bills for the 

call, one from BellSouth and one from the ALEC, but the total 

charges would only constitute one access charge. 
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This situation is identical to one in which an interexchange 

carrier is connected through the BellSouth access tandem and then 

is connected to an ALEC end office. Under these circumstances, 

BellSouth would bill its switched access rate elements to the 

interexchange carrier and would anticipate that ALECs would do 

likewise. This same arrangement would be applicable to a call 

that has been "ported", therefore, no special technical 

provisions are required. (Tr. p. 471). Contrary to allegations 

by MCI and MFS, BellSouth has never suggested that BellSouth 

retain all of the switched access revenues. (Tr. pp. 143, 304- 

305, and 574). Indeed, the Stipulation specifically provides for 

the arrangement discussed herein. (Exhibit 15, Stipulation, pp. 

14-15). 

ISSUE NO. 13: What arrangements, if any, are necessary to 

address other operational issues? 

*POSITION: To the extent that issues arise between the parties 

that cannot be resolved through a negotiation process, the 

Commission's existing complaint procedures are the appropriate 

means for resolution. 

Operational issues, such as handling of repair calls, white 

page directory information pages and order processing provisions, 

are most appropriately resolved through the negotiation process. 

It is BellSouth's intention to address them in this manner. 

Should issues arise between the parties that cannot be resolved, 
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the existing Commission complaint procedures are the appropriate 

means for resolution. (Tr. p. 471). The Stipulation 

specifically provides that operational issues should be resolved 

by January 31, 1996. Thereafter, if not resolved, any of the 

parties thereto may petition the Commission for resolution 

(Exhibit 15, Stipulation, p. 6). 

Once again, AT&T was silent on this issue. MCI supported a 

mechanized intercompany interface for dealing with various 

operational issues. (Tr. pp. 305-306). MCI, however, was unable 

to advise the Commission of any state that had ordered such a 

mechanized interface, how much such an interface would cost, nor 

how long it would take to develop. (Tr. pp. 344-346). Mr. 

Scheye advised the Commission that BellSouth is currently working 

on such an interface. (Tr. p. 559). MCI, however, refused to 

pay for any part of the development cost. (Tr. p. 343). 

MFS proposed that customers who switch local exchange 

companies and do not retain their original telephone number 

should be provided with a transfer of service announcement on the 

original telephone number by the company formerly providing the 

customer’s telephone service. (Tr. p. 97). BellSouth currently 

provides a standard intercept announcement service when a 

customer’s service is transferred. (Tr. p. 476). BellSouth 

proposes that this service will be provided to BellSouth 

customers when a customer does not retain their original 

telephone number. (Tr. pp. 476-477). Therefore, there does not 

appear to be disagreement on this part of the issue. 
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ISSUE NO. 14: What arrangements, if any, are appropriate for the 

assignment of NXX codes to the respective ALECs? 

*POSITION: Numbers should be available to all carriers on an 

equal basis in a competitive local exchange environment. As long 

as BellSouth is the NXX administrator for its region, ALECs must 

process requests through BellSouth. 

BellSouth acknowledges that numbers should be available to 

all carriers on a equal basis in a competitive local exchange 

environment. This issue is currently being examined at the 

federal level. BellSouth supports the national work, as well as 

the use of an independent administrator for the assignment and 

control of NPA and NXX codes and other special codes available in 

the North American Numbering Plan (NANP). BellSouth will 

continue to participate in national forums established to develop 

and implement such an independent administrator. (Tr. p. 472). 

Until such time that these issues are resolved at the national 

level, ALECs must process requests through BellSouth as long as 

BellSouth is the NXX administrator for its region. (Id.). 

AT&T did not discuss this issue in the prefiled testimony. 

On cross-examination, however, Mr. Guedel acknowledged that AT&T 

and BellSouth were essentially in agreement on this issue. (Tr. 

p. 440). Mr. Price admitted that BellSouth had never indicated 

to MCI that BellSouth would not assign the NXX codes in a 

nondiscriminatory manner. (Tr. p .  347). Since MFS appears to 

want only assignment of the NXX codes on a nondiscriminatory 
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basis and BellSouth has agreed to do that, the parties appear to 

be essentially in agreement on this issue. 
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CONCLUSION 

Although this docket deals with many issues related to the 

interconnection of the networks of local exchange and alternate 

local exchange companies, the real controversy in this proceeding 

is the appropriate pricing arrangement for the exchange of local 

traffic between BellSouth and the ALECs. The ALECs want to use 

BellSouth’s network and facilities for free. BellSouth wants the 

ALECs to pay for the use of BellSouth’s facilities, just as 

BellSouth is willing to pay the ALECs for the use of the ALECs 

facilities. 

There is no dispute that there are costs incurred by 

BellSouth to terminate local calls and that such costs must be 

recovered as required by Florida statute. To recover these 

costs, BellSouth has proposed a usage-based plan modeled after 

the switched access structure and rates. BellSouth‘s proposal 

addresses four concerns. First, it ensures that BellSouth 

recovers its costs. Second, it addresses the fact that 

traditional local/toll distinctions will blur with time and 

ultimately disappear with increased competition. Using either 

the MFS or MCI bill-and-keep proposals simply does not reflect 

these market realities. Third, BellSouth’s proposal recognizes 

that competitors will wish to interconnect at different points 

within BellSouth’s network and differentiates the charges 

accordingly. Finally, BellSouth’s plan is reciprocal; each 

carrier that incurs costs is allowed to recover those costs from 

the other, even when their costs are different. 

5 5  



Every advantage of BellSouth's plan is absent from the plans 

advocated by the other parties in this proceeding. MFS and MCI 

advocate bill and keep, a plan premised on the assumption that 

traditional local/toll distinctions will be maintained and that 

all competitive carriers will wish to interconnect in the same 

manner. Bill and keep, simply means that no payments are 

exchanged between the companies. 

The deficiencies of such a plan are obvious. First, 

BellSouth will have no means of recovering the costs it has 

incurred in providing for interconnection to its network. 

Second, bill and keep does not encourage the provision of 

efficient networks by the ALECs. The ALECs may connect at every 

end office that BellSouth has or they may connect at a tandem. 

Under BellSouth's plan, a company can make an economic decision 

based on BellSouth's price versus providing these own 

capabilities for itself. With bill and keep, there are not any 

economic decisions to be made because the additional 

functionality will simply be provided for free. 

For the reasons set forth herein, the Commission should 

adopt BellSouth's proposal for the parties who did not reach 

agreement with BellSouth and reject the proposals of MFS and MCI. 
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