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January 26, 1996

N REPLY REFER TO:

Tallahassee

BY DELIVERY

Ms. Blanca S. Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re: Resolution of Petition to Establish Non-Discriminatory
Rates, Terms, and Conditions for Interconnection
Involving Local Exchange Companies and Alternative Local
Exchange Companies pursuant to Section 364.162, Florida

Statutes; Docket No. 950985-TP

Dear Ms. Bayo:

Enclosed for filing are the original and fifteen (15) copies
of the Rebuttal Testimony of F. Ben Poag on behalf of Sprlnt
United/Centel in the above styled docket. Also enclosed is the
diskette in Word Perfect format.

Please acknowledge receipt and filing of the above by stamping
the duplicate copy of this letter and returning the same to this

writer.
/ ' Thank you for your assistance in this matter.

g Sincerely,
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UNITED TELEPHONE COMPANY
OF FLORIDA
CENTRAL TELEPHONE COMPANY
OF FLORIDA
DOCKET NO. 950985-7TP
SUBMITTED FOR FILING 1/26/96
BEFORE THE PUBLIC SERVICE COMMISEION

REBUTTAL TESTIMONY

OF
F. BEN POAG

Please state your name, business address and title.

My name is F. Ben Poag. I am employed as Director-Tariff
and Regulatory Management for United Telephone Company of
Florida ("United"). My business address is Post Office Box
165000, Altamonte Springs, Florida 32716~5000, I am
responsible for state regulatory matters for United and its

affiliate, Central Telephone Company of Florida.

Have you previously filed testimony in this proceeding?
Yes, I filed prepared direct testimony in this proceeding.
What is the purpose of your rebuttal testimony?

My rebuttal testimony addresses the direct testimonies of
Mr. Cresse, testifying on behalf of the FCTA, and Mr.

Guedel testifying for AT&T.

On Page 3 of his testimony, beginning on Line 3, Mr. Cresse

states that "Flat rate pricing of local service and usage
DOCUHENT#UHEER~DATE
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sensitive pricing for interconnection services are not

compatible." Do you agree?

No, for several reasons. First, many local service
providers have already signed a stipulation which provides
usage sensitive pricing of interconnection. Secondly,
local service is not totally usage insensitive. That is,
when subscribers have higher usage, they buy additional
lines and/or call waiting service. Thus, the monies they
expend for local service, even when the basic units of
service are priced on a flat rate basis, are wusage
sensitive. Third, ALECs wish to be considered to be co-
carriers rather than cusfomers. Usage sensitive rates are

typical among services provided by LECs to other carriers.

Mr. Cresse proposed bill and keep or payment in kind for

local interconnection. Do you agree?

No, for the same reasons as provided in my direct
testimony, bill and Xkeep or payment in kind is not

appropriate.

What about Mr. Cresse’s position that "“Any charge for
terminating calls provides an incentive to serve customers

who receive more calls (airline reservations), than those
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who generally place more calls that (sic) they receive

(residential)"?

Airline reservations centers, as well as other large
businesses, will clearly be prime targets of all the local
service providers. And clearly, some 1local service
providers, especially the AAVs, will primarily target large
business customers, but it will be based on the total
package of services and revenues, hot a segment of their
business. On the other hand, CATV companies will serve the
residence market as a complement to the CATV services.
Their decision to serve these customers will not be driven
by the net difference in terminating‘versus originating
usage, but the total revenues available from local, access,

toll and ancillary services.

In order to make a determination about which customers to

serve based on usage, an ALEC would not only need to know

‘the total volume of originating and terminating local usage

as to where the calls terminate, their own network or the
networks of the LECs, which LECs and the rates charged by
the LECs as well as whether the usage was direct trunked or
tandem switched. Thus, even if Mr. Cresse’s theoretical
hypothesis were correct, which it is not, it would be

virtually impossible to accurately target customers based
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only on their local usage characteristics.

What is your response to Mr. Creese’s assertion that LECs
are using usage sensitive interconnection rates as the

"first step in a long journey to local measured rates."?

It’s good that Mr. Cresse hasn’t lost his sense of humor.
Given his opposition to usage sensitive rates, he will
undoubedtly persuade all | his clients to select

Sprint/United-Centel’s per port alternative.

On Page 16 of his testimony, Mr. Guedel states that LECs
have an overwhelming advantage because LECs have
essentially all of the existing customers in the 1local

exchange telephone market, do you agree?

The incumbent, whether an IXC or a LEC, may have certain
advantages, but may also have disadvantages. For example,
LECs’s local telephone services, access charges, and toll
services have been priced more from a social perspective
than an economic perspective. Thus, because of the
historical manner in which prices have been set, the LECs
have substantial risks and, in low cost high density
markets, are very vulnerable to competitors. In fact, it

is the competitors’ ability to pick and choose their
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markets, customers and prices that provide a competitive

opportunity.

Mr. Guedel proposes that both interLATA access charges and
local interconnection charges be priced at TSLRIC cost. Do

you agree?

No,_for several reasons. First, if LECs were to reduce
their prices to TSLRIC for access services, they would not
be financially viable and would not be able to raise
capital. Secondly, because LECs’ prices would be very low,
and thus the LECs potentially unprofitable, it is doubtful
that new entrants would make the necessary investments to

enter the business.

This is not to say that Sprint/United-Centel do not believe
access charges should be reduced. The companies agree that
reductions over time are appropriate and will occur.
However, the market should be the final judge as to the
prices, not some theoretical model which will never serve

as a substitute for real world market conditions.

Additionally, with current technologies, incremental cost
by the economists’ definition excludes shared costs. 1In

most cases, these shared costs are a significant portion of
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total costs. The revenues from the services with volume
sensitive shared cost should, at a minimum, cover both
these shared and incremental costs and hopefully provide
some additional revenue to cover a portion of the overhead

costs.

Does that conclude your rebuttal testimony?

Yes.




CERTIFICATE QF SERVICE

1 HEREBY CERTIFY that a true and correct copy of the foregoing

has been furnished by U. S. Mail or hand delivery (*) this 26th day

of January, 1996, to the following:

Robert V. Eliag *

Division of Legal Services
Florida Public Service Comm.
2540 Shumard Oak Blvd., Rm 370
Tallahassee, FL 32399-0850

Donald L. Crosby

Continental Cablevision, Inc.
Southeastern Region

7800 Belfort Parkway, Suite 270
Jacksonville, FL 32256-6925

Anthony P. Gillman

Kimberly Caswell

GTE Florida Incorporated

Post Office Box 110, FLTCQOQQ7
Tampa, FL 31601-0110

Steven D. Shannon

MCI Metre Access Transmission
Sves., Inc.

2250 Lakeside Blvd.
Richardson, TX 75082

Leslie Carter

Digital Media Partners

1 Prestige Place, Suite 255
2600 McCormack Drive
Clearwater, FL. 234619-1098

James C. Falvey

Swidler & Berlin, Chartered
3000 K Street, N.W., Suite 300
Washington, DC 20007

David Erwin

Young Van Assenderp et al.
Pogt Office Box 1833
Tallahassee, FL 32302-1833

Richard A. Gerstemeier
Time Warner AxS of FL, L.P.
2251 Lucien Way, Suite 320
Maitland, FL 22751-7023

Leo I. George

Lonestar Wirelesgs of FL, Inc.
1146 1Sth Street, NW, Suite 200
Washington, DC 20036

Charles W. Murphy
Pennington Law Firm
Post Office Box 10095
Tallahassee, FL 32302

Patrick K. Wiggins

Wiggins & Villacorta, P.A.
Post Office Drawer 1657
Tallahassee, FL, 32302

Andrew D. Lipman

Metropelitan Fiber Systems of
FL,, Inc.

One Tower Lane, Suite 1600
Qakbrook Terrace, IL 60181~
4630

Richard D. Melson
Hopping Boyd Green et al.
Post Office Box 6526
Tallahassee, FL 32314

J. Phillip Carver

¢/0 Nancy H. Sims

BellScuth Telecommunications
150 8. Monroe Street, Suite 400
Tallahassee, FL 323201

John Murray

Payphone Consultants, Inc.
3431 NW 55th Street
Fr. Lauderdale, FL 33309-6308
Patricia Kurlin

Intermedia Communications of FL
9280 Bay Plaza Blvd., Suite 720
Tampa, FL 33619-4453



Gary T. Lawrence

City of Lakeland

501 East Lemon Street
Lakeland, FIL, 33801-5079

Jill BRutler

Digital Media Partners/
Time Warner Communications
2773 Red Maple Ridge
Tallahassee, FL 32301

Graham A. Taylor

TCG South Florida

1001 W. Cypress Creek RA4.,
Suite 208

Ft. Lauderdale, FL 33309-1949

Clay Phillips

Utilities & Telecommunications
Room 410

House Office Building
Tallahassee, FL 32399

Greg Krasovsky
Commerce & Economic
Opportunities

Room 4265

Senate Office Building
Tallahassee, FL 32399

Charles Beck

Office of Public Counsel
111 West Madison Street
Room 812

Tallahassee, FL 32399-1400

Nels Roseland

Executive Office of the
Governor

Cffice of Planning & Budget
The Capitol, Room 1502
Tallahassee, FL. 32399

Paul Kourcupas

Director, Regulatory Affairs
Teleport Communications Group
Two Teleport Drive, Suite 300
Staten Island, NY 10311

utd\ 950985 .cos

Floyd R. Self

Messer, Caparello, et al.
Post Cffice Box 1876
Tallahassee, FL 32302

Michael W. Tye

AT&T
101 N. Monroe Street
Suite 700

Tallahassee, FL, 32301

Rcbhin D. Dunson

1200 Peachtree Street, NE
Promenade I, Room 4038
Atlanta, GA 30309

Sue E. Weiske

Time Warner Communications
160 Inverness Drive West
Englewood, CO 80112

Laura L. Wilson

FCTA

310 North Monrece Street
Tallahassee, FL 32301

Ken Hoffman

Rutledge, Ecenia, et. al

215 S. Monroe Street, Suite 420
Tallahassee, FL 32301-1841

Jodie Donovan-May

Eastern Region Counsel
Teleport Communications Group
1133 21st Street, NW, Suite 400
Washington, DC 20036
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