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REPLY TO 
P.O. BOX IOOBS 
TALLAHASSEE, FL 32MZ-#)SB 

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

via Hand Delivery 

Re: Resolution of Petition(s) to establish 1995 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 please find an original and fifteen copies 
of the Rebuttal Testimony of Don J. Wood on behalf of Time Warner 
AxS of Florida, L.P. and Digital Media Partners for the above- 

You will also find a copy of this letter enclosed. Please 
date-stamp the copy of the letter to indicate that the original was 

. . . -- If you have any questions regarding this matter, please feel 
__free to contact me. Thank you for your assistance in processing 

J RACK -_--~ 
Afl: 
j 9?F -----referenced docket. 

.I .- ~~ ~ ,.filed and return to me. 
c *  ~, 

- *--- Respectfully, 

PENNINGTON, CULPEPPER, MOORE, 
WILKIYSON, DUNBAR & DUNLAP, P.A. 
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CERTIFICATE OF SERVICE 
DOCKET NO. 950985-TP 

I HEREBY CERTIFY that a true and correct copy of the Rebuttal 

Testimony of Don J. Wood on behalf of Time Warner AxS of Florida, 

L.P. and Digital Media Partners has been served by either *Federal 

Express or Hand Delivery on this 20th day of February, 1996, to the 

following parties of record: 

Ms. Jill Butler 
Florida Regulatory Director 
Time Warner Communications 
2773 Red Maple Ridge 
Tallahassee, FL 32301 

Kenneth A. Hoffman, Esq. 
Rutledge, Ecenia, Underwood, 

215 South Monroe Street 
Suite 420 
Tallahassee, FL 32301-1841 

Purnell & Hoffman 

Bob Elias, Staff Counsel 
Florida Public Service Comm. 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Michael W. Tye, Esq. 
AT&T 
101 North Monroe Street 
Suite 700 
Tallahassee, FL 32301 

*Jodie Donovan-May, Esq. 
Eastern Region Counsel 
Teleport Communications 

2 Lafayette Center 
1133 21st Street, N.W. 
Suite 400 
Washington, D.C. 20036 

Group, Inc. 

J. Phillip Carver, Esq. 
c/o Nancy H. Sims 
Southern Bell Telephone 

& Telegraph Company 
150 S. Monroe Street, Suite 400 
Tallahassee, FL 32301 

Anthony P. Gillman 
Kimberly Caswell 
GTE Florida Incorporated 
c/o Richard M. Fletcher 
106 East College Avenue 
Suite 1440 
Tallahassee, FL 32301 

C. Everett Boyd, Jr. 
Ervin, Varn, Jacobs, 

305 S .  Gadsden Street 
Tallahassee, FL 32301 
(Sprint communications) 

Odom & Ervin 
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Laura L. Wilson, Esq. Richard Melson 
Charles F. Dudley, Esq. Hopping, Green, Sams & Smith 
Florida Cable Telecommunications 123 S. Calhoun Street 
Association, Inc. Post Office Box 6526 

310 N. Monroe street Tallahassee, FL 32301 
Tallahassee, FL 32301 

Angela B. Green, Esq. *Michael J. Henry 
Florida Public Telecommunications MCI Telecommunications Corp. 

125 s .  Gasden Street Atlanta, GA 30342 
Suite 200 
Tallahassee, FL 32301 

Association, Inc. 780 Johnson Ferry Rd., Suite 700 

Floyd R. Self, Esq. 
Messer, Vickers, Caparello, 

Post Office Box 1876 
215 South Monroe Street 
Suite 701 
Tallahassee, FL 33401 

Madsen, Goldman & Metz, P.A. 

*Richard M. Rindler 
James C. Falvey 
Swidler & Berlin, Chartered 
3000 K Street, N.W., Suite 300 
Washington, D.C. 20007 
(Metropolitan Fiber Systems) 

Patrick K. Wiggins 
Marsha E. Rule 
Wiggins & Villacorta, P.A. 
501 E. Tennessee Street 
Suite B 
Post Office Box 1657 
Tallahassee, FL 32302 

*Timothy Devine 
Senior Director, External & 

Southern Region 
MFS Communications Company, Inc. 
Six Concourse Parkway 
suite 2100 
Atlanta, GA 30328 

Regulatory Affairs 

*William H. Higgins, Esq. 
AT&T Wireless Services 
suite 900 
250 S. Australian Avenue 
West Palm Beach, FL 33401 

*Robin D. Dunson, Esq. 
1200 Peachtree St., NE 
Promenade I, Room 4038 
Atlanta, GA 30309 

*Donald L. Crosby *A. R. tlDicktl Schleiden 
Regulatory Counsel Regional Telecomm. Manager 
Continental Cablevision, Inc. continental Communications 
Southeastern Region 7800 Belfort Parkway, Ste. 270 
7800 Belfort Parkway, Suite 270 Jacksonville, FL 32256-6925 
Jacksonville, FL 32256-6925 (904) 448-3390 
(904) 731-8810 (904) 731-8699 (fax) 
(904) 281-0342 (fax) 
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*Bill Wiginton *Sue E. Weiske, Senior Counsel 
Hyperion Telecommunications, Inc. Law Department 
Boyce Plaza I11 
2570 Boyce Plaza Road 
Pittsburgh, Pennsylvania 15241 Englewood, Colorado 80112 
(412) 221-1888 (303) 799-5513 (voice mail) 
(412) 221-6642 (fax) (303) 799-5591 (facsimile) 

Time Warner Communications 
160 Inverness Drive West 

(Digital Media Partners) 

*Benjamin Fincher, E s q .  Patricia Kurlin 
Sprint Communications Company Corporate Counsel 

3065 Cumberland Circle Florida, Inc. 
Atlanta, GA 30339 3625 Queen Palm Drive 

Limited Partnership Intermedia Communications of 

Tampa, Florida 33619 

Lee L. willis 
J. Jeffry Wahlen 
Macfarlane, Ausley, Ferguson 
and McMullen 

227 South Calhoun Street 
Tallahassee, FL 32301 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 950985-TP 

REBUTTAL TESTIMONY OF 

DON J. WOOD 

ON BEHALF OF TIME WARNER AX8 08 FLORIDA, L.P. 

AND DIGITAL MEDIA PARTNERS 

FILED: FEBRUARY 20, 1996 

PLEASE STATE YOUR NAME AND ADDRESS. 

M y  name Is Don J. Wood, and my business address is 

914 Stream Valley Trail, Alpharetta, Georgia 

30202. I provide consulting services to the 

ratepayers and regulators of telecommunications 

utilities. 

ON WHOSE BEHALF ARE YOU TESTIFYING TODAY? 

I am testifying on behalf of Time Warner A x S  of 

Florida, L.P. ("Time Warner AxS") and Digital Media 

Partners ( **DMPvW) (collectively "Time Warner") . 

HAVE YOU PREVIOUSLY FILED TESTIMONY IN THIS 

PROCEEDING? 

Yes. 
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WUiT I8 THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my testimony is to respond to the 

direct testimony of Dr. Nina W. Cornel1 on behalf 

of MCI Metro Access Transmission Services, Inc. 

(“MCIMetro”) and Mr. F. Ben Poag on behalf of 

United Telephone Company of Florida and Central 

Telephone Company of Florida (“Sprint United”) . 

In my direct testimony filed December 21, 1995, and 

rebuttal testimony filed January 26, 1996, I 

described the importance of a regulatory framework 

for local interconnection between Time Warner (and 

other ALECs generally) and the network of Sprint 

United. Specifically, I described the importance 

of a compensation scheme that 1) compensates each 

carrier while avoiding the creation of unnecessary 

costs, 2) avoids the creation of excessive per unit 

costs for new entrants with relatively low initial 

levels of traffic, 3) prevents, to the extent 

possible, the ability of Sprint United to create a 

price squeeze for new entrants, and 4) does not 

create, through inconsistent cost f rate 

relationships, artificial incentives for new 

entrants to make inefficient investments. In 

addition, any compensation arrangement for local 
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22 Q. IN YOUR PREVIOUS TESTIMONY, YOU DESCRIBED 

23 ADDITIONAL COSTS THAT WILL BE INCURRED BY BOTE 

24 INCUMBENT LECS AND NEW ENTRANTS IF A "PAYMENT IN 

interconnection should not artificially limit the 

ability of competitive market forces, as they 

develop, to encourage all carriers -- including 

both incumbents and new entrants -- to operate as 
efficiently as possible. The cost savings that 

result from these efforts will translate into lower 

prices from consumers. These same objectives 

should be met in any framework for local 

interconnection adopted for GTE Florida, 

Incorporated ("GTE-FL") . Each of the 

recommendations in my previous testimony can, and 

should, be applied to GTE-FL. Accordingly, the 

Commission should also order for GTE-FL that a 

"payment in kind," rather than "payment in cash," 

compensation arrangement be implemented, and that 

if a "payment in cashm8 arrangement is adopted, that 

an effective imputation standard be applied and 

that ratelcost relationships not be permitted that 

will distort the information available to a new 

entrant when making a "build or buyfa decision. 

- 3 -  
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CASH" ARRANGEMENT IS ADOPTED. DOES THE TESTIMONY 

OB OTHER WITNESSES SUPPORT YOUR OBSERVATIONS? 

Yes. Specifically, I described my review of cost 

information provided by other LECs that suggests 

that measurement and billing costs constitute the 

bulk of the reported incremental cost of 

terminating a local call originated by a co- 

carrier. In other words, it is likely that over 

half of the incremental cost incurred by Sprint 

United or GTE-FL to provide local interconnection 

on a per minute basis can be avoided if a "payment 

in kind" arrangement is adopted, thereby 

eliminating the need for measuring and billing this 

traffic. At p. 14 of her testimony, Dr. Cornell 

points out a similar experience: "based on 

information that I have seen in other states, 

developing such a measurement and billing system 

could more than double the total service long run 

incremental cost of the switching function for 

terminating traffic from the cost without 

measurement and billing." As in his previous 

testimony, Mr. Poag at p. 15 also describes the 

necessary measurement and billing software as 

"relatively expensive," and again goes on to state 

that because of this expense, Sprint United will 

- 4 -  
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only be providing this capability at access 

tandems. Clearly, if a capability that is 

"relatively expensive" enough to constitute more 

than half of the incremental cost of providing 

local interconnection can be avoided, customers of 

both incumbents and new entrants will benefit. A 

"payment in kind" arrangement provides such an 

opportunity. 

IN YOUR PREVIOUS TESTIMONY YOU DESCRIBED THE 

IMPORTANCE OF AN EFFECTIVE IMPUTATION STANDARD IF A 

"PAYUENT IN CASE" m G E M E N T  IS ADOPTED. DO OTHER 

WITNESSES AGREE WITH YOUR ABSES8MENT1 

Yes. At pp. 20-23 of her testimony, Dr. Cornel1 

describes in details why a price squeeze will be 

created if Sprint United or GTE-FL is permitted, as 

proposed, to charged switched access rates to co- 

carriers for local interconnection. I whole- 

heartedly agree with her conclusion at p. 21 that 

W s e  of switched access charges for compensation 

for terminating local traffic under SprintlGTEFL's 

currently regulatory restrictions would deny the 

public all of the benefits that could come from 

local exchange competition." Since existing local 

exchange rates are capped (and to permit Sprint 
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United or GTE-FL to increase rates in order to meet 

an imputation test would hardly constitute a 

benefit to consumers), it is necessary to adjust 

the proposed interconnection charges in order for a 

price squeeze to be avoided. 

The most administratively simple and least costly 

method of avoiding a price squeeze is "payment in 

kind" mechanism. If a "payment in cash" mechanism 

is adopted, rates for interconnection elements 

should be set at a level equal to the total 

service, long run incremental cost (1tTSLRICt8) of 

the incumbent LEC of providing them. With such a 

rate level, incumbent LECs will be fully 

compensated (including a fair return on capital) 

for all costs incurred as a result of offering 

local interconnection. End users, meanwhile, will 

have the opportunity to fully benefit from the 

action of competition market forces, without the 

artificial constraints imposed by a rate structure 

that establishes the rates for "wholesale" 

services, such as local interconnection, at a level 

above TSLRIC. 
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1 Q: DOES THIS CONCLUDE YOUR TESTIMONY? 

2 A: Yes, it does. 
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