
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

607 

BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 990649A-TP 

I n  the  M a t t e r  o f  

1 NVESTIGATION INTO PRICING 
I F  UNBUNDLED NETWORK 
fLEMENTS (BELLSOUTH TRACK). 

I 

ELECTRONIC VERSIONS OF T H I S  TRANSCRIPT ARE 
A CONVENIENCE COPY ONLY AND ARE NOT 

THE OFFIC IAL  TRANSCRIPT OF THE HEARING, 
THE .PDF VERSION INCLUDES PREFILED TESTIMONY. 

IROCEEDINGS : 

3EFORE : 

>ATE : 

TIME: 

)LACE : 

tEPORTED BY: 

\PPEARANCES : 

T u e s d a y ,  March 12, 2002 

Commenced a t  9:00 a.m. 

B e t t y  E a s l  ey C o n f e r e n c e  C e n t e r  
Room 148 
4075 E s p l a n a d e  Way 
Tallahassee, F lo r i da  

JANE FAUROT, RPR 
C h i e f ,  O f f i c e  o f  H e a r i n g  R e p o r t e r s  
FPSC D i v i s i o n  o f  C o m m i s s i o n  C l e r k  

ADMINISTRATIVE SERVICES 
(850 ) 413 - 6732 

(As  heretofore noted. ) 

S e r v i c e s  
nd 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I N D E X  

WITNESSES 

NAME : 

MICHAEL GALLAGHER 

D i rec t  Examination by Mr. F e i l  
P r e f i l e d  Rebuttal Testimony Inserted 
Cross Examination by Mr. Turner 
Cross Examination by Mr. Keatin 
Redirect Examination by Mr . Fei 9 

FLORIDA PUBLIC SERVICE COMMISSION 

608 

PAGE NO. 

611 
614 
649 
718 
729 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

EXHIB ITS 

NUMBER: 

60 MPG-1 

61 D i a g r a m  A 

62 D i a g r a m  B 

63 FDN Website Page  

I D .  

613 

656 

656 

691 

FLORIDA PUBLIC SERVICE COMMISSION 

609 

ADMTD . 

743 

743 

743 

743 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

610 

P R O C E E D I N G S  

(Transcript continues i n  sequence from Volume 4.) 

CHAIRMAN JABER: You want t o  c a l l  up John Donovan? 

MR. MEZA: Chairman Jaber, can I j u s t  make one 

request, please. During the break a couple o f  BellSouth's 

witnesses had t o  leave f o r  t rave l  arrangements, and I j u s t  

wanted t o  make sure tha t  they were excused. That was Witness 

M i  1 ner , Cal  dwell , Stegeman, and W i  11 i ams. 

CHAIRMAN JABER: Yes. 

MR. MEZA: Thank you. 

CHAIRMAN JABER: Thank you. 

MR. FEIL: Madam Chairman, M a t t  F e i l  w i th  F lor ida 

D i g i t a l .  We have discussed w i t h  the other par t ies  and w i th  

s t a f f  the prospect o f  taking Mr. Gallagher next. With your 

permission, we would l i k e  t o  c a l l  M r .  Gallagher t o  the stand 

and then proceed w i t h  the  regular order o f  witnesses. 

CHAIRMAN JABER: And there i s  no object ion t o  tha t?  

MR. FEIL: No object ion,  I believe. 

CHAIRMAN JABER: Okay. Commissioners, you don ' t  

mind, do you? Okay, w e ' l l  do it. 

MR. FEIL: Thank you. F lor ida D i g i t a l  c a l l s  Michael 

Ga l  1 agher t o  the stand. 

CHAIRMAN JABER: Mr. Gallagher, you weren't here 

yesterday when the witnesses were sworn, r i g h t ?  

THE WITNESS: NO. 

FLORIDA PUBLIC SERVICE COMMISSION 
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CHAIRMAN JABER: W i l l  you please ra ise  your r i g h t  

hand. 

(Witness sworn. ) 
- - - - -  

MICHAEL GALLAGHER 

was ca l led  as a witness on behalf o f  F lor ida D i g i t a l  Network, 

and, having been duly  sworn, t e s t i f i e d  as fol lows: 

DIRECT EXAM I NATION 

BY MR. FEIL: 

Q Could you s tate your name and business address f o r  

the record, please? 

A Mike Gallagher, F lor ida D i g i t a l  Network, 390 North 

3range Avenue, Or1 ando, F1 orida. 

Q Are you the same Michael Gallagher f o r  whom p r e f i l e d  

rebuttal  testimony was f i l e d  i n  t h i s  docket on December 14th 

consist ing o f  31 pages? 

A Yes, I am. 

Q Did you have one e x h i b i t  attached t o  your testimony 

narked MPG-1 cons is t ing o f  44 pages? 

A Yes, t h a t  i s  correct .  

Q I f  I asked you the same questions i n  your p r e f i l e d  

rebuttal testimony today, would your answers t o  those questions 

De the same? 

A Yes. 

Q Do you have any corrections o r  changes t o  your 

FLORIDA PUBLIC SERVICE COMMISSION 
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:est i mony? 

A Yes. I believe t h a t  the  ra tes  t h a t  we re fe r red  t o  

For the  BellSouth proposed p r i c i n g  f o r  i t s  DSLAM set up have 

:hanged s l i g h t l y ,  but not ma te r ia l l y  j u s t  i n  step a few pennies 

in the S - 1  t ransport  side, so I j u s t  wanted t o  make note o f  

:hat. Also I would l i k e  t o  withdraw my testimony on Page 28 

From Lines 6 through Page 30, Line 10. 

Q The numbers you are r e f e r r i n g  t o  i n  your testimony, 

;hose are the numbers, o r  the DSLAM costs t h a t  have changed, 

I r e  those the numbers on Pages 17 and 18? 

A Yes. 

Q Other than those correct ions and changes you have 

*eferenced, do you have any other correct ions or  changes? 

A No, I do not. 

CHAIRMAN JABER: Mr. F e i l  , the  changes t o  Page 17 and 

18, I ' m  not rea l  c lear  on what those changes are. 

3Y MR. FEIL: 

Q Mr. Gallagher, could you explain t o  the Chairman and 

to the Commission the changes t h a t  you are r e f e r r i n g  to?  

A I bel ieve the p r i ce  f o r  the  D S - 1  t ransport  pa r t  o f  

the DSL, you know, UNE setup have gone up s l i g h t l y  from 149.48 

to 150. -something, 150.08. And the  Zone 3 went from 419.71 f o r  

the D S - 1  monthly charges t o  420.75. 

na ter ia l ,  j u s t  - -  
It i s  not an increase i n  

MR. FEIL: With tha t ,  I ask t h a t  Mr. Gallagher's 

FLORIDA PUBLIC SERVICE COMMISSION 
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p r e f i l e d  rebut ta l  be inserted i n t o  the record as though read. 

CHAIRMAN JABER: The p r e f i l e d  rebut ta l  testimony o f  

Michael Gallagher i s  inserted i n t o  the record as though read. 

MR. FEIL: May I ask, Madam Chair, i f  h i s  p r e f i l e d  

exh ib i t ,  Exh ib i t  MPG-1 be given the next e x h i b i t  number. 

60. 

CHAIRMAN JABER: MPG-1 w i l l  be i d e n t i f i e d  as Exh ib i t  

(Exhib i t  60 marked f o r  i d e n t i f i c a t i o n . )  

FLORIDA PUBLIC SERVICE COMMISSION 
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Please state your name and business address for the record. 

My nanie is Michael Gallagher. 

Orange Avenue, Suite 2000, Orlando, Florida 32801. 

By whom are J’OU employed and what is j’our position:‘ 

I ani employed by Florida Digital Netn.ork, Inc. (“FDN”). 

founder and serve as the company’s President and Chief Executive Officer. 

\I\.’hat are your responsibilities as CEO of FDN? 

As CEO of FDN, I am ultimately responsible to the shareholders for all 

aspects of FDN’s operations and perfoniiance. I ani inb.olved i n  the day-to- 

day business dealings of the company and the decision-making on everything 

from marketing and sales strategies, product development, netu?ork 

architecture and deployment, financing, human resources, customer care, 

regulatory changes, etc. 

Please describe your education and your work experience in the 

telecommunications sector. 

I received a B.S. Degree in Mathematics with a niinor in Physics from 

Rollins College. Prior to co-founding FDN in 1998, I served as Regional 

Vice President for Brooks Fiber Communications where I had overall 

responsibility for operations, engineering, finance and sales in the State of 

Texas. Brooks Fiber Communications merged into \YorldCom on January 

3 1 ,  199s. Prior to holding the VP position at Brooks, I was President of 

Metro Access Setn,orks (MAN), a second-generation Texas CLEC founded 

in 1993. At MAN, I developed all business strategies, designed netnork 

My current business address is 390 N. 

I am FDN’s 
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architecture, secured contracts with the company’s original customer base, 

and had overall responsibility for operations and performance. MAN merged 

into Brooks Fiber in March 1997. Prior to MAN, I worked for Intemiedia 

Co 111 m 11 11 i c at i on s and W i 11 i ani s T e 1 ec o nini un i c at i o n s Group ( V,’ i 1 T e 1 ) as sa 1 es 

rep res e 11 tat i v e) s ec iiri n g contracts with 1 ar ge c o nini e rc i a 1 c tis t o 117 e rs . 

Have you previously testified before this Commission:‘ 

Yes, 1 have testified in Docket No. 010098-TP (FDN’s arbitration of an 

interconnection agreement with BellSouth) and in Docket No. 960786-TL 

(BellSouth’s 9 271 case). 

Please describe Florida Digital Network. 

FDN is a Florida-focused, full-service, facilities-based provider of local, 

intereschange, and advanced telecommunications services. FDN offers voice 

services, dial-up and dedicated data services, and, through an affiliate, 

Lntemet and other enhanced services. FDN was founded in 1998 with the 

mission of offering bundled service packages (local, long distance and 

Intemet) to small- and medium-sized businesses. FDN launched operations 

in Orlando, Fort Lauderdale and Jacksonville in 1999, and in West Palm 

Beach, Miami and the Tampa Bay area i n  the first quarter of 2000. FDN 

proiides service to these markets \\pith its oisn Class 5 Kortel DMS-500 

central office s\t.itches, which it connects to end-users through collocated 

facilities at more than 100 BellSouth wire centers, and through the purchase 

of unbundled netLvork elements (UNEs) from ILECs such as BellSouth. 

Based upon information proirided by BellSouth, FDN is the largest procurer 

2 
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of UNE voice-grade loops from BellSouth in Florida. FDN does not at this 

time provide service using the UNE platform or resold senices. 

What is the purpose of your rebuttal testimony in  this proceeding? 

As to Issue No. 1, my rebuttal testimony first addresses FDN’s concerns with 

BellSouth’s UNE rates and rate structure. FDX believes that the 

Coniiiiission must set lolser UNE rates and niiist structure those rates such 

that competition can progress in more than just limited geographic areas. 

As to Issue No. 5, I will demonstrate that BellSouth, throiigh its cost 

study filed September 24, 2001 (and revised on October 8, 200l), and 

through its direct testimony filed on November 8, 200 1 ,  fails to offer a 

reasonable, workable solution to address the present inability of competitive 

carriers to offer xDSL services nhere BellSouth has deployed Digital Loop 

Carriers (“DLCs”). Many of the bases for my rebuttal testimony in this area 

are closely related to, and are addressed more extensively in, the direct 

testimony I submitted to the Commission in Docket No. 01009S-TP, in which 

FDN is seeking an arbitration an.ard that would require BellSouth to offer 

xDSL loops with unbundled packet switching. Rather than repeating all of 

those arguments here, I have attached a copy of pertinent excerpts of my 

direct testimony froni the arbitration as Exhibit __ (MPG-I), and I ivill refer 

to that exhibit i t  in this testimony as my “Arbitration Testimony.” 

The Coniniission must carefully consider the technical and pricing 

matters at issue in this docket i f  i t  is to require BellSouth to offer new UNES 

that ivould enable competitive carriers to provide xDSL senvices lvhere 

3 
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BellSouth has deployed Digital Loop Carriers (DLCs). As set forth in my 

Arbitration Testimony, BellSouth’s DLC-dominated netu.ork architecture in 

Florida deprives ALECs of the opportunity to provide xDSL-based services 

to end-users and, therefore, the Commission should establish an end-to-end 

sDSL UNE loop, includin,o digital subscriber line access inultipleser 

(DSLAM) functionality and transport, that Lvould peniiit FDN to proiide 

xDSL-based services. 

If the Commission grants FDN’s request in Docket No. 01009s or if 

the Commission approves a new UNE or UNEs of a similar nature in any 

other proceeding, reasonable TELRIC-based prices for such new UNE or 

UNEs nil1 need to be established in this docket. 

Q. Do you believe the Commission should modify BellSouth’s loop rates 

and rate structure? 

A. Yes. BellSouth’s UNE rates in Florida are simply too high to foster 

competition, and in this regard, I wanted to call the Commission’s attention 

to rate levels in relation to rate zones. 

One can look at the price of a two-Lvire Uh’E loop in Zone 1 under 

interim stipulated rates and under final reconsideration rates and observe that, 

on the surface, the rate decreased from $13.75 to S12.79. However, the fact 

of the niatter is there \\.as no net UNE cost decrease to ALECs like FDN. 

Forty BellSouth wire centers, many in densely populated areas, were 

shifted from a Zone 1 to a Zone 2 classification as part of the Commission’s 

decisions in this case. Whereas 71% of FDN’s loops \\,auld be in Zone 1 

4 
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under the interim stipulation, only 37% of its loops are in Zone 1 under the 

final and reconsideration orders. The number of Zone 1 nire centers 

decreased so dramatically that FDN’s preexisting 59 Zone 1 central office 

collocations became 33 Zone 1 central office collocations. without FDS 

having made any facilities changes. In the Orlando area. for example, 5 8 %  

of FDN’s Orlando area loops were Zone 1 under the interim regime; but now 

only 24% are. The Magnolia and Pine Hills Lvire centers in Orlando nere  in 

Zone 1 under the interim stipulation; but non. Pine Hills is in Zone 2 even 

though i t  neighbors and abuts Magnolia (still in Zone 1) arid has a similar 

total line count. 

With the Commission’s final and reconsideration decisions, rates for 

all loops in the 40 former Zone 1 (now Zone 2) wire centers ivent from 

S13.75 to S17.27, an increase of $3.52 per loop. Hence, on an overall basis, 

from interim rates to final reconsideration rates, FDN’s total UNE costs will 

increase, not decrease. I expect that the same will likely be tnie for other 

ALECs in Florida. 

The approrred costs will drive the rate leivels. hi the rate design 

process, the manner and the degree of shifting costs for recovery through one 

component rate rather than another (such as from recurring to nonrecurring) 

or through one rate grouping rather than another (among rate bands or rate 

zones) ha1.e ramifications that must be considered just as the rate levels 

themselves must be considered -- they all impact whether the end result is 
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fair, just and reasonable and they all impact the users’ ability to acquire the 

service. 

FDN believes that the Commission niay not ha\,e adequately 

considered all of the impacts resulting from the dramatic rate structure 

change that occurred Lvhen designating so many interim Zone 1 \.\,ire centers 

as Zone 2 wire centers. One of the Commission’s rate setting goals in this 

and other UNE pricing proceedings should be to facilitate competition. 

While the W E  rates in  Zone 1 may be lower than before, the number of 

Zone 1 wire centers is so extremely limited that the Commission may 

promote competition only in a few, sniall geographic pockets. Moreover, the 

Zone 2 rates are at a level such that it is extremely difficult for CLECs to 

compete in Zone 2. FDN’s own plans to expand into new Zone 2 markets are 

on hold as a result. 

The Commission must lower all UNE rates and must structure rates in 

pricing zones such that competition is not limited to a minute portion of the 

state. 

hloving nest to Issue KO, 5, why do you maintain that BellSouth’s DLCS 

preclude ALECs from offering DSL service? 

DSL transmissions must be multiplexed into packetized data bits before the 

data streams can be aggregated on high-\.oliime transmission facilities bound 

for the Internet. In the classic DSL model, this multiplexing is done by a 

DSLAM located i n  the central office. Hon.e\rer, kvhere DLCs are deployed as 

Q. 

A. 

a break in the transmission path, this DSLA-M function must be perfomied at 
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the remote terminal. Therefore, the carrier must locate at the remote terminal 

a DSLAM or, in the case of Next Generation Digital Loop Carriers 

(“NGDLCs”), DSL-capable line cards that perform DSLAM functionality. In 

my Arbitration Testimony, I explained why ALECs, unlike BellSouth, cannot 

iiably collocate DSLAMs or line cards at remote terminals. Therefore, 

BellSouth today is the only carrier in Florida able to offer DSL senice where 

its DLCs are deployed. 

Why is it important for the Commission to ensure that ALECs are able 

to provide sDSL service where BellSouth has deployed DLCs? 

DSL is the only widely available technology that enables a consumer to 

achieve high-speed data service over their existing copper telephone lines. 

However, the development of competitive DSL services in BellSouth’s 

region in Florida is thnarted by the fact that approximately 90% of 

BellSouth’s Florida access lines now pass through DLCs. Therefore, the 

BellSouth region in Florida is effectively closed to DSL competition. As I 

explained in my Arbitration Testimony, FDN’s inability to offer DSL 

sen.ices also undermines its viability in the voice services market, as 

customers increasingly are demanding bundled sen ice  offerings. The 

competitive disadvantages already suffered by ALECs \vi11 be magnified 

significantly if BellSouth obtains interLATA authority in Florida and thereby 

becomes the only carrier that can offer one-stop shopping of local, 

interexchange and DSL services on a ubiquitous basis. 
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What are the components of a “hybrid copperlfiber sDSL-capable 

lo 0 p ? ” 

There are three components in any hybrid coppedfiber loop. The first hvo 

components are subloops: (1) the copper subloop betn,een a remote terminal 

and a customer (“distribution”), and (2) the fiber subloop betn,een a remote 

terminal and a central office (“feeder”). The third component is the DLC that 

connects the two subloops, tosether with any supporting equipment necessary 

to perform whatever stvitching functions may be required based upon the 

nature of the transmission. For circuit-switched voice traffic, this third 

component includes voice-grade DLC line cards that are used to pass the 

transmission from the distribution to the feeder. To be “xDSL-capable,” 

however, the DLC component must either include DSL-capable line cards or, 

if such cards are not supported by the DLC system, a DSLAM. The DSL line 

card or DSLAM performs packet switching functionality at the remote 

temiinal so that i t  is possible to transmit the DSL-based services between the 

distribution pairs and the feeders. 

Does the term “hybrid copper/fiber s-DSL capable loop” appropriately 

capture the definition of the new UNE that is needed to enable ALECs to 

offer xDSL services in BellSouth’s Florida territory? 

No. The “hybrid copper/fiber” terminology would not completely s e n e  the 

Commission’s purpose. In addition to BellSouth’s millions of fiber-fed DLC 

loops, approximately 1.2 million of BellSouth’s access lines in Florida pass 

through DLCs that use copper feeders, and could be described as “hybrid 

8 
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copperkopper” loops. For purposes of DSL services, these aggregated 

copper feeders are no different from fiber feeders; the DSL traffic still must 

be multiplexed at the remote terminal. The Commission should, therefore, 

use a temiinology that includes unbnndled packet sn.itching and that is not 

dependent upon a particular type of infrastructure. 

W h y  is unbundled packet switching a necessary component of an sDSL- 

capable DLC loop? 

DSL transmissions must be converted into packetized data bits at the DLC. 

Therefore, for a DLC loop to be xDSL-capable, packet s\vitching must be 

performed by a DSL line card or DSLAM at the remote terminal. To provide 

xDSL service, ALECs must be able to purchase this functionality on an 

unbundled basis as part of any loop that passes through a DLC. 

Would any purpose be served by the creation of a new hybrid UKE loop 

that did not include unbundled packet switching? 

No. Consideration of a “new” hybrid UNE loop without unbundled packet 

sn.itching would serve no purpose, since BellSouth is already required by 

federal rules to provide unbundled access to feeder and distribution subloops, 

and the Commission is already establishing rates and terms for these subloop 

elements in this docket. 

How has BellSou th defined “hybrid copperlfiber xDSL-capable loop” in 

its testimony and its cost study? 

BellSouth’s proposal unbundles only one of the three necessary components 

of a hybrid copperifibsr xDSL-capable loops. Its proposal includes the 

9 
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distribution subloop in the manner that I have described in my testimony 

above. However, BellSouth would require ALECs to purchase their own 

dedicated netxvork feeder and packet switching facilities, rather than offering 

unbundled packet snritchin,o and feeder transport as part of a single n-holesale 

“loop.” Because BellSouth would require ALECs to purchase an entire 16- 

port DSLAM, rather than a port on a common DSLPLV, the ALEC is forced 

to purchase capacity sufficient for 16 customers, rather than one at a time. 

Similarly, BellSouth u.oiild require an ALEC to purchase the full capacity of 

a DS1 feeder, which can also support approximately 16 customers. 

BellSouth’s offer is the opposite of unbundling, as it would force ALECs to 

purchase capacity for approximately 16 customers at a time, even if an ALEC 

wants to serve only a single customer in a given remote terminal serving area. 

Can BellSouth’s proposed offering be properly described as a “loop?” 

No. A loop is a transmission path between the central office and the loop 

demarcation point at the customer premises, and includes all features, 

functions, and capabilities of the transmission facilities. BellSouth’s 

proposal, by contrast, n-ould require an ALEC to purchase entire network 

facilities that are designed to sewe numerous end-users, rather than the 

option of purchasing a single line. When FDN purchases voice grade UNE 

loops, i t  buys only the transmission path betlveen its customer and the central 

office, at a rate based upon the long-run incremental cost to BellSouth of 

pro\,iding the single line. Similarly, to proLFide DSL services to individual 

10 
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customers, FDN seeks to purchase xDSL-capable loops; BellSouth would, 

instead, make it purchase a network. 

Can BellSouth’s proposed offering be properly described as offering 

u n b u n d I e d packet switch i n g ? 

No. Unbundled packet snitching should mean that an ALEC could purchase 

the sn-itching that i t  needs, not that the ILEC would offer to sell the ALEC its 

own switch. For example, when BellSouth provides unbundled switching for 

voice services, either as a stand-alone UNE or as part of the UNE Platform, it  

cannot siniply offer to sell to each ALEC its own dedicated Class 5 switch; 

instead, the switching is sold based on incremental usage of BellSouth’s 

switching facilities. 

Would it be consistent with TELFUC for BellSouth to require ALECs to 

purchase DSLAM and fiber infrastructure in bulk, rather than on a line- 

at-a-time basis? 

No. As I understand i t ,  TELRIC is based upon the incremental cost of 

providing the additional service. BellSouth’s proposal wvould exceed 

TELRIC standards by forcing ALECs to purchase greater capacity than is 

needed to provision sen.ice to its customers, thereby precluding ALECs of 

the benefit of the economies of scale of the BellSouth network. Through its 

unnecessary requirement that ALECs purchase their own DSLAMs and DS 1 

feeders even to serve a single customer, BellSouth’s proposal would deny 

ALECs the ability to share in BellSouth’s economies of scale and would 

thereby ensure that ALECs would have a significantly higher average unit 

11 
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cost for a particular facility than would BellSouth, which has a significantly 

larger output and customer base over which to spread its fixed cost. 

Economies of scale lower the incumbent’s per-customer costs of  proifiding 

senice.  ALECs must have access to the same technologies and economies of 

scale and scope that are available to ILECs. To compete effectively \i.ith the 

ILEC for the same customers, ALECs must be able to attain similar 

economies of scale. By denying ALECs the benefits of economies of scale 

and forcing them to purchase excess capacity, BellSouth’s proposal 

c o n t r o v e r t s b as i c T E LRI C p r i n c i p 1 e s . 

Where it has deployed DLCs, does BellSouth require ALECs purchasing 

voice-grade loops to purchase their own dedicated DLC line cards and 

DS1 feeders? 

No. Regardless of whether BellSouth’s voice grade loops pass through DLCs 

or not, it sells an end-to-end loop at the single standard TJNE loop rate 

calculated by the Commission. These rates represent the average long-nin 

incremental cost of providing individual voice-grade loops. 

Is BellSouth’s proposed rate structure for hybrid loops fair, just  and 

reasonable? 

No. If the Commission required BellSouth to offer “hybrid copper-fiber 

xDSL-capable loops,” but only in the manner and at the rates proposed by 

BellSouth, F D S  would remain completely unable to offer xDSL sewice 

where BellSouth has deployed DLCs. First, the rates proposed by BellSouth 

are clearly and completely non-viable. Second, even if the rates \\’ere 

Q .  

A. 

Q. 

A. 
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reduced dramatically, FDN would remain impaired because BellSouth’s 

proposed hybrid service Lvoiild, at best, be available only after substantial 

delays and/or special construction charges or, at worst, not at all. 

In my Arbitration Testimony, I demonstrated that i t  is impossible for 

FDN to incur the costs of placing its onrn dedicated DSLAMs and DS 1 

feeders in every one of BellSouth’s 12,000 RT serving areas n.here i t  hopes 

to provide service. Further, as FDN proved in the arbitration (through late- 

filed exhibit 13), even if  FDN collocated an 8-port DSLAM, the cash flow on 

such a project nould be negati\.e before depreciation and return on 

investment. This is why FDN has advocated unbundled access to 

BellSouth’s facilities. BellSouth has proposed adoption of the very cost 

structure that I demonstrated could not be viable, in nhich every ALEC 

would be required to place redundant dedicated facilities at every 

neighborhood remote terminal. The rates proposed by BellSouth in this 

proceeding are so clearly and completely non-viable for competitors that they 

illustrate why BellSouth’s proposal is economically unrealistic, and that 

ALECs will remain impaired unless they are able to obtain unbundled access 

to a UNE platform that includes packet sn-itching and the feeder and 

d i s t ri b 11 t i  on s Lib 1 oops. 

Please esplain your assessment that BellSouth’s proposed rates are 

“clearly and completely non-viable.” 

BellSouth’s proposed rates are far too high to enable FDN to m e  the hybrid 

loop offering to profitably provide xDSL senice  to Florida consumers. 
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BellSouth’s proposed rates are even significantly higher per customer than 

BellSouth’s retciil rate for DSL-based high-speed Internet services -- in some 

cases, by hundreds of dollars per month per customer. FDN would obviously 

be unable to offer sDSL services i f  i t  had to pay BellSouth more for just one 

of the niany iinderlqing components of this service than the total ainount i t  

could charge for its o ~ v n  retail service in the competitive market. In many 

cases, FDN would be paying to BellSouth an average of S100-300 per line or 

more and, in some cases, even in excess of S 1240 for a line, while BellSouth 

is offering its own retail service for less than $50. 

Please describe BellSouth’s retail charges for  its xDSL-based senices. 

Through its ISP, BellSouth sells its DSL-based FastAccess Intemet Service to 

residential customers for $49.95, or for $45 if purchased bundled Lvith certain 

other BellSouth services. These prices include Intemet access and content 

service, eniail accounts, 1 OMB for personalized web pages, a newsgroup 

account and other typical features offered by ISPs. In addition, BellSouth’s 

rates should reasonably be expected to include its recovery of the costs of 

proriding retail service, such as advertising, customer service, and billing. 

What portion of BellSouth’s $45-50 retail charge for DSL-based services 

is attributable to its wholesale costs of providing DSL transport  and 

packet switching through DLC loops? 

Of the S45-50 retail charge, approximately S2 1 could be attributed to lntemet 

and enhanced semices, as BellSouth sells these separately for $20.95 per 

month. Another couple of dollars per month are attributable to the costs of 
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providing transport from the central office to an Internet connection point. 

Using the Commission’s resale discount rates as a proxy, approximately 16- 

22% of the remaining costs are attributable to retail costs such as advertising, 

customer service and billing. Therefore, the portion of its 9 5 - 5 0  retail charge 

attributable to the DLC loop and DSLAM packet sn.itching should bz i n  the 

approximate range of $16-22. Further, BellSouth’s rates for the DLC loop 

with packet switching should be measurably less than $33 per month, which 

is the rate in BellSouth’s FCC tariff for DSL transport sold to ISPs to provide 

senice to BellSouth’s voice customers (“wholesale ISP rate”). This 

wholesale ISP service is more expensive to provide than DLC loops alone 

because it  includes connectivity from the central office to a single connection 

point in each LATA. Therefore, the Commission should view with great 

skepticism any BellSouth rate for DLC loops that exceeds $25.  

How did you determine that the rates offered in BellSouth’s proposed 

cost study exceed BellSouth’s retail and wholesale ISP rates for xDSL 

loops? 

Using the rates proposed by BellSouth, I calculated the monthly recumng 

charges that would be assessed to FDN in Zones 1 and 3 at each remote 

terminal at which it  ordered hybrid loops. The BellSouth proposal includes 

three groups of charges. The first assesses monthly recurring charges for a 

16-port DSLAII, which FDN would incur upon initiating senice to its first 

customer in each RT serving area and again every 16 customers thereafter. 

The second charge is for each dedicated DS1 pro\.ided to FDN, \t.hich I have 
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estimated to be sufficient for up to 16 DSL lines. The third type of charge, 

the per line activation recurring charge, appears to represent the charge for 

the distribution subloop, and is applied based upon the number of active 

customers tumed up by FDN. To calculate the real urorld meaning of these 

proposed charges to FDN, I added together the total chargcs that nould apply 

based upon a range of possible customer combinations, and then determined 

the average charge per customer that would apply. 

What did you determine from your calculations? 

In short, providing viable service using BellSouth’s proposed rates is 

economically impossible, even before considering FDN’s own costs of ISP 

services and retail support. My calculations demonstrate that BellSouth’s 

proposed charges would, in every circumstance, exceed not only BellSouth’s 

wholesale ISP rate, but also its residential retail rate for xDSL-based services. 

Even in Zone 1 ,  the least expensive zone, BellSouth’s charges for the 

provision of service to a single customer would be almost S700 per month. 

On top of this $700 charge, FDN would incur the costs of providing Internet 

sen,ices, transport from the central office to the Internet, and the costs of 

providing retail service. While the cost per customer u.ould decrease 

somewhat as FDN obtained more customers to f i l l  up the 16 ports on the 

DSLAM that BellSouth had dedicated to FDN, even if  an ALEC happened to 

need exactly 16 lines in every remote-temiinal seming area where i t  had 

customers nishing to purchase DSL, BellSouth’s per customer charges would 

still be S52.6S in Zone 1 up to $109.44 in Zone 3. Moreover, if  the ALEC 

16 
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obtained a 1 7‘h customer, its per customer costs would increase dramatically 

again because it would need to purchase an additional DSLAM and DS1 

feeder. Therefore, no matter what number of customers FDN had, and no 

matter how efficiently FDN could provide service, it would lose money under 

BellSouth’s proposed rates. 

Please state the remainder of your calculations. 

I calculated the following average charges per customer using BellSouth’s 

proposed rates: 

Fioure 1: Zone 1 Averaoe Monthlv Recurring Charges Per 

Subscriber Under BellSouth’s Proposal 

Eumber of 
Customers 
in ZONE 1 
RT Serving 

Area 
1 
2 
4 
8 
1 2  
16 
17 
32 

DSLAhI 
hlonthly 
Charges 

S 524.37 
S 524.37 
s 524.37 
S 524.37 
S 524.37 
s 524.37 

S 1048.74 
S 1048.74 

DS 1 
Monthly 
Charges 

S 149.48 
S 149.48 
S 149.48 
S 149.48 
S 149.48 
S 149.48 
S 298.96 
S 298.96 

Distribution 
Subloop 
NI on t h 1 y 
Charges 

S 10.56 
s 21.12 
S 42.24 
S 84.48 

S 127.72 
S 168.96 
S 179.52 
S 337.92 

Total 
Monthly 

Recu r rin g 
Charges 

S 684.41 
S 694.97 
S 716.09 
5 758.33 
S 800.57 

-$842.81 
S 1527.22 
S 1685.62 

- 

Average 
Monthly 
Cost Per 

Subscriber 

S 684.41 
~ 

s 347.49 
S 179.02 
s 94.79 
S 66.71 
S 52.68 
S 89.84 
S 52.68 
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Figure 2: Zone 3 Average hlonthlv Recurring Charges Per 

Subscriber Under BellSouth’s Proposal 
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If the rates for UNEs are  based upon TELRIC, why are  you comparing 

BellSouth’s proposed rates with its retail rates? 

My comparison between BellSouth’s retail rates and its proposed hybrid 

loophetwork rates demonstrates several key points. First, it illustrates 

clearly that BellSouth’s proposed scheme of separate DSLAMs and feeders 

for each ALEC at each of BellSouth’s 12,000 remote terminals would not be 

a cost effecti\’e or Lriable means of ensuring competition for xDSL services. 

Second, it demonstrates that CLECs \vould remain impaired if BellSouth’s 

proposed rate structure were adopted. Therefore, a detailed TELRIC analysis 

of BellSouth’s current hybrid loop study \ \ .odd not appear to be Lvarranted; 

instead, the Commission should reject the study and require BellSouth to file 

a new cost study that offers xDSL loops, including unbundled packet 

18 
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switching and transport between the customer and the central office, on a per 

loop basis. 

If, hypotlietically, ALECs collocated their own DSLAhls at BellSouth’s 

remote terminals and secured their own dedicated transport to the 

central office, either through BellSouth’s hybrid loop offering or on their 

own, how many xDSL customers could they realistic all^ hope to 

subscribe? 

While the results Lvould vary by ALEC and market, an ALEC could not 

reasonably expect (in its early years of operations) to obtain a “take rate” of 

more than a small, single-digit percentage of the total possible market for 

DSL service. Most of BellSouth’s 12,000 remote terminals serve a small 

number of customers, some as few as a hundred lines. Therefore, as 

demonstrated in my calculations above, the rates proposed by BellSouth 

would be so prohibitively expensive as to never make economic sense given 

the fev,. customers that any given ALEC might serve from an individual 

remote location. 

FF’ould the use of shared DSL facilities by each carrier be more efficient 

than the use of separate, dedicated facilities? 

Yes. The aggregation of all ILEC and ALEC traffic through shared 

DSLAMs \\,odd be the best way to ensure efficiency not only for ALECs, 

but also for BellSouth. If each carrier used its own facilities, there u,ould be 

a much less efficient allocation of DSL ports. For example, if BellSouth had 

se\.en DSL customers at an RT, and three ALECs had four, two, and two 

19 
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customers, respectively, i t  would be much more efficient for the four carriers 

together to use 15 ports on one 16-port DSLAM than to use less than 25% of 

the total capacity of four separate DSLAMs. 

resulting from shared use will enable all carriers to reduce their per customer 

costs and thereby lon.er their retail prices. Ekven more significantly, pooling 

the DSL needs of all carriers could generate sufficient demand to enable the 

use of higher-capacity facilities, such as 96-port DSLAMs or DS3 feeders, 

Lvhich are more efficient and cost-effective if utilized sufficiently. These 

higher-capacity facilities are more efficient and would yield loLver per 

subscriber costs. Shared facilities would reduce costs for both ALECs and 

BellSouth, and would increase the deployment of broadband to Florida 

consiiniers and businesses. 

Could the establishment of an unbundled xDSL loop in the manner that 

you have proposed inhibit BellSouth’s ability to offer broadband services 

in Florida? 

KO. While diversity of facilities in some cases promotes innovation and 

diverse service offerings, the space and infrastnicture resources at most 

remote temiinals is insufficient to support i t .  Aggregation of ALEC and 

BellSouth traffic onto the same DSLAMs and feeders tvill lead to the most 

efficient use of these limited resources, thereby reducing costs to consumers 

and making i t  more likely that carriers \vi11 be able to justify having DSL 

capability in a greater number of areas. In addition, the development of 

competitive sen ice  offerings will lead to lower prices and a higher overall 

The higher utilization rate 
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Q .  

A. 

penetration rate for DSL subscription. Falling costs and prices should lead to 

an increase in subscribership that would in some remote terminal areas justify 

the installation of higher capacity facilities, such as 96-port DSLAMs and 

DS3 feeders, the benefits of which I have discussed above. Therefore, the 

availability of unbundled xDSL loops v,ith packet switching will encourage, 

not stifle, broadband deployment in Florida. 

Are there any other reasons that the use of shared DSL facilities at 

remote terminals would promote DSL competition? 

Yes. If each carrier has separate DSL facilities at the remote terminal, 

consumers would not be able to enjoy the benefits of line sharing (voice and 

ADSL services from separate carriers on the same line) unless all voice and 

data CLECs placed facilities at the remote terminal and established cross- 

connections to BellSouth and with each other. The installation of cross- 

connection facilities will be difficult in the inaccessible and cramped 

conditions of most remote terminals, and will fLirther drain limited remote 

terminal space and resources. The rates and terms for the provisioning of 

these cross-connect facilities could be expensive and cumbersome. In a 

separate facilities architecture, the distribution pair from the customer 

carrying both voice and data traffic LvouId terminate at the data carrier’s 

DSLAM, which would only be connected to that carrier’s dedicated feeder 

facilities. Cross-connects would, therefore, need to be established to transmit 

the voice traffic to the voice carrier’s facilities. Honrever, carriers not 

offering DSL would likely not have facilities collocated at the remote 

21 



1 

2 

3 

4 

5 

6 

7 Q* 

8 

9 

10 A. 

11 

12 

13 

14 

15 

16 

17 

18 Q .  

19 A. 

20 

21 

22 

23 

terminal to receive voice traffic in this manner. Their additional demand for 

remote terminal space and infrastnicture \vi11 only further exacerbate the 

resource scarcity I have described and, in many cases, i t  !\.ill not be possible 

to accommodate. Therefore, Florida consumers could often be denied the 

ability to select different carriers to provide voice and data services on the 

same telephone line. 

Would a shared facilities model make it easier for a customer to select 

different carriers to provide voice and data  services on the same 

telephone line? 

Yes. Under a shared facilities model, the common remote terminal DSLAM 

would be connected to the common feeder facilities bound for the central 

office. Therefore, the voice traffic could be routed over this common feeder 

and then transmitted to the central office, where it  could be received by the 

voice carrier in the same manner that it receives traffic from other BellSouth 

UNE loops. Carriers providing only voice services would not be required to 

locate facilities at the remote terminal, and additional cross-connect facilities 

at the remote terminal n.ouId not be needed. 

U’ould a shared facilities model promote competition in other ways? 

Yes. As another example, in a shared facilities architecture, i t  would be 

much easier to pei-mit customers to switch DSL providers with minimal 

disruption and cost. First, if all carriers \\‘ere using the same DSLAM, it 

Lvould be far less likeIy that the customer \i.ould be required to make 

significant changes to its modems and softurare. Second, the technical work 
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to complete a carrier change request could be completed by a simple 

conversion at the central office. By contrast, under BellSouth’s proposed 

plan, the customer’s distribution pair would be wired to a particular carrier’s 

facilities at the remote terminal, and the conLrersion u.ould need to be 

performed there. Cutovers performed at one of BellSouth’s approximately 

200 central offices Lvould require only a fepv minutes of lvork. However, if 

cutovers must be performed at BellSouth’s remote terminals, it is more likely 

that the conversion could be delayed due to the difficulty in traveling to and 

obtaining access to the coi-rect facility. It is not even clear that BellSouth 

n.ould be willing to perform such cutovers, or whether it Lvould simply 

require the customer to cancel their existing service and then order a new 

connection. The more difficult it is for consumers to take advantage of 

competitive choices, the less likely it is that the benefits of competition will 

develop. 

hIr. Kephart  of BellSouth testifies that  the DSLAhI portion of the DLC 

loop offering is exempt from unbundling requirements under  the four- 

part  test established in the UNE Remand Order.  Do you agree? 

No. As I demonstrated in my Arbitration Testimony, the Florida 

Coniniission can and should order BellSouth to offer unbundled xDSL loops 

lvith unbundled packet sivitching because, n-ithout such relief, ALECs’ 

ability to offer sDSL services in Florida would be impaired. A CLEC is 

impaired, among other reasons, nrhen no alternative exists that would offer a 

recrlistic opportunity to provide a competitive senice.  In my Arbitration 
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Testimony, I demonstrated that ubiquitous collocation of DSLATVs at remote 

terminals is technically and economically infeasible for FDN, and that no 

viable alternatives from BellSouth, self-provisioning or third parties are 

available that Lvould enable FDN to offer xDSL sewices \\.here BellSouth has 

deployed DLCs. AS evidence of this reality, no ALEC had collocated, or 

even requested to collocate, at a BellSouth remote temiinal in the entire State 

of Florida. My Arbitration Testimony further illustrates that FDKI’s inability 

to offer xDSL services also impairs its ability to offer voice 

telecommunications sewices, as consumers increasingly are demanding 

bundled telecommunications services that meet all of their service 

requirements. 

In  your Arbitration Testimony, you asserted that  ubiquitous ALEC 

collocation of DSLAIlIs at remote terminal would be technically and 

economically infeasible. BellSouth’s proposal in this docket, if adopted, 

would offer CLECs the opportunity to purchase the use of a collocated 

DSLAhI at  its remote terminals. Does BellSouth’s hybrid loop proposal 

change your conclusion in your Arbitration Testimon?. that  ALECs 

would be impaired without access to unbundled sDSL loops with packet 

switching? 

KO, First, as I demonstrated aborse, the unreasonably high rates proposed by 

BellSouth Lvould completely preclude their use by a competitor. Second, 

even if the Commission lorvered the rates, in many or er’en most cases, 

BellSouth’s proposed senice would often be available, i f  at all, only with 
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substantial complications andor  delays that an ALEC could not afford to 

incur. If BellSouth rejected an order for the proposed hybrid loop service on 

the basis that facilities were unavailable, the ALEC would remain impaired in 

its ability to offer xDSL services for the reasons set forth in my Arbitration 

Testimony. Therefore, BellSouth’s proposal is an illusion that u-ould do 

nothing to relieve the impairment faced by ALECs in the Florida DSL 

market. 

Why do you believe that the hybrid loop proposed by BellSouth would 

oft en be u n av a i I a b 1 e? 

The vast majority of BellSouth’s 12,000 remote terminals are likely too small 

and lack sufficient power resources and connectivity to support additional 

DSL facilities for each and every ALEC wishing to provide xDSL services. 

Additional DSLAMs could require expansions of remote terminal space 

capacity, power generation, and climate control facilities, that may be 

imp o s s i b 1 e or prohibitive 1 y expensive. In addition , B e 1 1 S o 11 t h ’ s prop o s a1 

would require each ALEC to obtain a separate, dedicated transport facility 

back to the central office, which could prematurely exhaust the limited 

supply of feeder facilities that are available to ALECs. My Arbitration 

Testimony explains that dark fiber will often not be available to ALECs at 

remote terminals, and that it is not economically feasible for an ALEC to 

obtain rights-of-way and construct new fiber facilities between BellSouth’s 

remote terminals and central offices. Furthermore, many of BellSouth’s 

12,000 remote terminals are unobtrusive cabinet boxes that are located, 
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among other locations, in  residential neighborhoods. The public interest 

would not be served by unnecessary and inefficient expansions of these 

facilities . 

Why would ALECs face additional delays in procuring sDSL-capable 

loops if BellSouth’s proposal is adopted? 

Under BellSouth’s proposed requirement that each ALEC purchase its o\vn 

DSLAM and DS 1 feeder at every remote terminal, ALECs n.ould face delays 

of months or longer in attempting to initiate service to its first customer in an 

RT serving area while nenr DSLAM and DS1 facilities \yere installed and 

connected and any infrastructure upgrades needed to support these facilities 

were completed. By contrast, if unbundled xDSL loops \yere offered on a 

line-at-a-time basis, wherever BellSouth has DSL facilities, ALECs could 

obtain unbundled xDSL loops to provide service to a customer with the same 

speed that BellSouth could provide service to that customer. Without the 

ability to offer semice at the same speed as BellSouth, i t  u.ould be difficult 

for ALECs to win the DSL business of customers located in RT serving areas 

where they had not already established their own DSL facilities. 

Should BellSouth be required to offer xDSL loops with unbundled 

packet switching on a stand-alone basis a n d  in combination with voice- 

grade UNE loops? 

Yes. As I demonstrated in my Arbitration Testimony, to compete, ALECs 

must be able to utilize the full features and capabilities of the loop, including 

the ability to provide both circuit-switched yoice service and ADSL data 

26 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

-- 13 

23 

service on the same distribution pair, just as BellSouth provides for its own 

customers. Without this ability, ALECs will unnecessarily be forced to incur 

greater costs in order to provide voice and data service over separate loops 

and may, in some cases, be precluded from providing both services if an 

additional loop is not available. This combination offering is proLVisioned by 

employing line sharing on the distribution subloop, and the voice and data 

traffic are separated by the DSLAM or DSL line card at the DLC and sent to 

the central office on separate feeder transmissions. BellSouth provisions its 

otvn service in  this manner. The Commission should require BellSouth to 

offer the same capability to Florida ALECs. 

Based upon your testimony, how should the Commission define the new 

UNE needed to enable ALECs to offer xDSL services in Florida? 

The new UNE should be defined as an xDSL loop, from the customer NID to 

the central office, with unbundled packet switching. The Commission should 

require BellSouth to offer unbundled packet switching as part of any loop 

that, to be xDSL-capable, would require packet switching on the customer 

side of the central office. The Commission should not limit its terminology 

to hybrid copper/fiber loops, since the UNE is also needed where BellSouth 

has deployed copper-fed DLCs. 

Would it be technically feasible for BellSouth to offer sDSL loops with 

unbundled packet snitching in the manner  that you have proposed? 

Yes. BellSouth dread). provides such loops to itself for its own use. Mr. 

Kephart admits in his testimony that the hybrid loop offering outlined in his 

Q. 

A. 

Q .  

A. 
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Figure 3: 

\ Zone 2 

Comparison of Proposed DS1 Rates 
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Based upon your testimony in this docket, what do you believe Fvould be 

the appropriate rate structure for BellSouth’s provision of xDSL loops 

with unbundled packet switching? 

The rate structure for xDSL UNE loops should include tn.0 basic product 

types: data-only and voice-and-data. Each should be offered on a line-at-a- 

time basis, with a single loop rate for each zone. The rates should represent 

the sum of adding unbundled packet switching to different types of already 

existing UNE loops. The only new calculation necessary to compose the 

TELRIC-compliant rates for the two types of  xDSL loops is a TELRIC-based 

charge for packet switching on a per line basis. For data-only xDSL loops, 

this surcharge kvould be added to the applicable rate for a line shared loop. 

For combined 1,oice and data xDSL loops, the packet suitching surcharge 

Lvould be added to the applicable rate for a U S E  loop. 
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How would BellSouth be compensated for shared use of DSLARI 

facilities? 

BellSouth could be Compensated in the same way it is currently compensated 

for shared use of its other facilities. Costs could be developed per DSLAM 

or line card port, and BellSouth could seek approval to recover the costs of 

unused capacity through use of an appropriate fill factor. This pricing will 

more accurately reflect BellSouth’s incremental cost of providing the UNE to 

ALECs. 

What is your recommendation to the Commission? 

The Commission should reject BellSouth’s hybrid loop cost study and require 

BellSouth to file a new study that offers xDSL loops, with and without voice 

capability, including unbundled packet switching and transport between the 

customer and the central office, on a per loop basis. 

Does this conclude your rebuttal testimony? 

Yes. 
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BY MR. FEIL: 

Q 

testimony? 

Mr. Gallagher, do you have a summary o f  your 

A Yes, I do. 

Q 
A 

Would you please provide t h a t  summary? 

Thank you very much f o r  g i v ing  me t ime t o  t a l k  today. 

I would l i k e  t o  summarize my testimony. There are two main 

issues I would l i k e  t o  t a l k  about today, t h a t  being the recent 

UNE r a t e  changes and the zone - -  changes o f  the  zones as well  

as the p r i c i n g  o f  the DSL UNE. 

As the Commission i s  aware, several years ago when 

Flor ida D i g i t a l  began f i r s t  turn ing up voice customers, we ran 

i n t o  customers when we converted them t o  our voice whereby 

t h e i r  data, t h e i r  DSL l i n e  would shut o f f  w i t h  BellSouth. 

Since t h a t  po in t ,  since t h a t  had been happening t h a t  has become 

basica l l  y our number one regul a tory  i s u e .  We bel ieve i n  

working things out w i t h  BellSouth a t  the t rade l e v e l ,  a t  the 

engineering leve l  . We f i n d  them t o  be a very sol i d  operator 

and we choose t o  work out our dif ferences t h a t  way and have 

been successful doing tha t .  

However, i n  the case o f  t h i s  DSL UNE, I would j u s t  

l i k e  t o  summarize t h a t  we do appear t o  have an impasse. 

Flor ida i s  d i f f e r e n t ,  as we have ta lked about. We have over 

110 col locat ions where we can ' t  get DSL capable loops from 

those col locat ions t o  RTs t o  upwards o f  70 percent o f  the 
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addressable market. The r e s u l t  i s  now t h a t  BellSouth i s  

greater than 90 percent o f  market share o f  the DSL market i n  

F lor ida,  s o r t  o f  creat ing another monopoly and growing. FDN i s  

impaired i n  t h a t  the scope and scale o f  co l loca t ion  i n  those 

now over 3,000 where BellSouth has col located up t o  10,000 

remotes, i s  a huge impairment on us. 

We can ' t  market our voice services t o  a customer t h a t  

has BellSouth DSL. We cou ldn ' t  do i t  using a resale even i f  we 

wanted t o  because the investment community does not view resale 

anymore as a v iab le option. Besides the f a c t  t h a t  i t  i s  not 

p r o f i t a b l e  i n  any case, we bel ieve. 

argument on investment r i s k  i s  hollow and i t  i s  not i n  l i n e  

w i t h  what we have seen them achieve on t h e i r  own re tu rn  on 

invested capi ta l  . 

I bel ieve t h a t  Bel lSouth's 

Further i n  my testimony I discuss the actual 

mathematics o f  what i t  would cost us t o  provide service t o  the 

f i r s t  customer under t h i s  proposed p r i c i n g  arrangement. 

Bas ica l l y  i t  would cost $684 f o r  us t o  serve our f i r s t  

customer. The market, which bas i ca l l y  the market p r i ce  as 

defined by Bel lSouth o f  $50, we would be therefore way over - - 
our cost i s  way over what the  market would bear and t h a t  i s  

j u s t  the cost f o r  t ransport ,  i t  doesn't even include the cost 

f o r  the I P ,  the web, the E - m a i l  par t .  Even i f  we get up t o  16 

customers, our costs would go then t o  $52 and t h i s  would be 

su rg i ca l l y  marketed i n  one spec i f i c  area. And, again, t h a t  
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r~ou ld  also not include the  cost o f  I P  services t h a t  we would 

have t o  add on top o f  it. So, we bel ieve t h a t  t h a t  i s  not  a 

feas ib le  option. I f  the Commission were t o  approve p r i c i n g  as 

i t  i s  proposed, no one would buy it. 

Further, on the UNE zone issue, FDN believes i t  i s  

one o f  the la rges t  purchasers o f  UNE loops, and we have 

analyzed the change i n  the new UNE costs t o  us, and e f f e c t i v e l y  

because the number o f  Zone 1 - -  p r i o r  t o  t h i s  ru l i ng ,  the Zone 

1 COS, FDN was i n  59 Zone 1 COS. But a f t e r  t h i s  we are now i n  

33 Zone 1 COS. A l l  o f  those other COS moved t o  Zone 2. So we 

got a p r i ce  decrease i n  Zone 1, but  because so many COS moved 

t o  Zone 2, we e f f e c t i v e l y  got a net p r i c e  increase. 

Further, I have a map. 

state,  showing the Zone 1 and 2. 

I f  I may put  a map up o f  the 

CHAIRMAN JABER: 

MR. FEIL: Yes, ma'am. I showed it t o  M r .  Knight and 

I s  i t  already - -  

Mr. Turner. They don ' t  have an object ion.  I t ' s  j u s t  a 

demonstrative presentation , i t  ' s no t  an e x h i b i t  . 
CHAIRMAN JABER: Great. Go r i g h t  ahead, 

Mr. Gal 1 agher. 

A (Continuing) As you are aware, a zone re fe rs  Lo a 

boundary served by a w i re  center. So i f  a CLEC were t o  go i n t o  

a pa r t i cu la r  wi re  center, they can serve a l l  the customers as 

bounded by t h a t  w i re  center as defined by BellSouth as the wi re 

center boundary. So, f o r  my map I have three colors.  I have a 
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gray, a gray co lor ing which i s  a l l  the  Bel South Zone 3 central 

o f f i ces ;  red color ing,  which i s  a l l  the Be lSouth - -  the new 

proposed Zone 2 central o f f i ces ;  and the green, which i s  the 

Zone 1 central o f f i ces .  So as a v isual  person i t ' s  he lpfu l  f o r  

me t o  see what we are r e a l l y  ta lk ing about when we move these 

zone COS from Zone 1 t o  Zone 2. 

The new Zone 2 COS cover a massive amount o f  

geography. Really, we only have meaningful competit ion, I 

believe, i n  these urban core areas, which are Zone Is,  and what 

i s  adjacent t o  the urban core, and suburban areas w i l l  now have 

the higher Zone 2 rates.  And t h a t  coupled w i th  the i n a b i l i t y  

t o  provide DSL and voice together w i t h  the high Zone 2 rate,  I 

believe, w i l l  make res ident ia l  competit ion unavailable i n  the 

State o f  F lor ida.  

This pa r t i cu la r  map shows a very large CO here. This 

i s  ac tua l l y  the Coral Springs CO. O r ,  I ' m  sorry, the Sawgrass 

:O, so everything out here i s  Everglades, but  otherwise these 

w e  j u s t  dense downtown zones. And I j u s t  thought t h a t  was 

important t o  understand tha t .  Thank you. 

Q 

A Yes, i t  does. 

Does t h a t  conclude your summary, Mr. Gallagher? 

MR. FEIL: I tender the witness f o r  cross. 

CHAIRMAN JABER: ALECs, do you have any questions? 

MS. McNULTY: I don' t .  

MR. PERRY: I have no questions. 
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CHAIRMAN JABER: BellSouth. 

MR. TURNER: Thank you, Madam Chair. 

CROSS EXAM1 NATION 

3Y MR. TURNER: 

Q Good afternoon, Mr. Gallagher. I ' m  Pa t r i ck  Turner. 

I t h i n k  we have met on a couple o f  occasions before. 

A Good afternoon. 

Q Mr. Gallagher, we can agree, can ' t  we, t h a t  FDN was 

founded i n  about 1998? 

A Yes 

Q And 

I f f e r i n g  bund 

j istance, and 

that correct? 

i t s  mission, according t o  your testimony, i s  

ed service packages, i n c l  uding 1 oca1 , 1 ong 

In ternet  t o  small and medium-sized businesses, i s  

A That i s  correct .  

Q How many access l i n e s  today does FDN serve i n  the 

State o f  Flor ida? 

A Approximately 70,000. 

Q Now, l e t  me ask you t h i s .  On January the 30th o f  

?002, d i d n ' t  FDN issue a press release announcing i t  serves 

nore than 75,000 phone l i n e s  i n  F lor ida? 

A We included data l i nes ,  as we l l .  So we have 70,000 

iloice l i n e s  and 10,000 data l i n e s .  So we have 80,000 t o t a l  

l ines.  

Q Okay. O f  those 80,000 t o t a l  l i n e s ,  how many serve 
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iusi  ness customers? 

A A l l  o f  them. 

Q Now, i n  August o f  2001 during the a r b i t r a t i o n  

iearings, you t e s t i f i e d  t h a t  FDN was serving about 60,000 l i nes  

in the  State o f  F lor ida,  r i g h t ?  

A That i s  correct .  

Q 

lo ice only? 

A I bel ieve t h a t  included data a t  the time, as wel l .  

Q Okay. So between August o f  2001 and today, FDN ha 

Did t h a t  60,000 number include voice and data or  

jained approximately 20,000 t o t a l  access 1 ines, r i g h t ?  

A That i s  correct .  

Q That i s  an increase o f  more than 25 percent i n  tha t  

six-month period, i s n ' t  it? 

A Yes. 

Q Now, FDN owns Class 5 Nortel DMS 500 central  o f f i c e  

switches i n  F lor ida,  r i g h t ?  

A Yes. 

Q How many? 

A Four. 

Q And as I unwrstanc i t , FDN connects these sw' Lches 

to end users through f a c i l i t i e s  t h a t  FDN has col located a t  

3ellSouth's central  o f f i ces ,  r i g h t ?  

A That i s  correct .  

Q And i f  I understood your summary co r rec t l y ,  you are 
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o l located i n  about 110 BellSouth central  o f f i c e s  i n  F lor ida 

oday? 

A Yes, s i r .  

Q And the equipment t h a t  FDN has col located i n  those 

:entral  o f f i ces ,  doesn't i t  have b u i l t  i n  DSLAM func t iona l i t y?  

A Yes, i t  does. 

Q Now, FDN d i d  not  even attempt t o  co l locate i n  a l l  110 

bf those central o f f i c e s  i n  the State o f  F lor ida a l l  a t  one 

:ime, d id  it? 

A No, we d id  not. 

Q I n  fac t ,  as I understand your deposit ion testimony, 

IOU col located i n  roughly 30 o r  so central o f f i c e s  i n  each o f  

:he three o r  so years t h a t  you have been i n  business, i s  t h a t  

-oughly r i g h t ?  

A Correct. 

Q L e t ' s  t a l k  very b r i e f l y  about some o f  the services 

iou provide your customers i n  the State o f  F lor ida.  You 

ibviously provide loca l  service, r i g h t ?  

A Yes. 

Q You provide data services? 

A Yes. 

Q 
A Yes. 

Q 

r i g h t ?  

That consists o f  i n  some par ts  dial-up, r i g h t ?  

Sometimes i t  consists o f  dedicated data services, 
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A Correct. 

Q You o f f e r  I n te rne t  services through an a f f i l i a t e  

:a1 1 ed FDN. com? 

A That i s  correct .  

Q You are also an I X C ,  r i g h t ?  

A Yes. 

Q I assume, therefore,  t h a t  FDN o f f e r s  i t s  customers 

interLATA to1 1 services? 

A Yes, we do. 

Q 

;ervi ces? 

Do you also o f f e r  your customers in te rna t iona l  t o l l  

A Yes, we do. 

Q So we can agree, c a n ' t  we, t h a t  you receive revenue 

from your customers f o r  each o f  those services i n  some mix over 

the State o f  Flor ida? 

A Yes, we do. 

Q 

A 

You o f f e r  DSL service t o  your customers? 

Yes, would do. We have two types o f  DSL; we r e s e l l  

the BellSouth ADSL, o r  wholesale i t  as you c a l l  it, and we have 

2reated a product c a l l e d  IDSL, which operates a t  128K t h a t  we 

Ase from our central  o f f i c e  space equipment which i s  able t o  go 

fo r  long loop length and go through SLIC, because i t  i s  TDM 

arch i tecture by nature, so i t  works through remote terminals. 

About how many l i n e s  do you provide the resold ADSL Q 
service t h a t  you re fe r red  to?  
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A I th ink  - -  you know, I don ' t  know t h a t  I have t h a t  

exact number, but  i t  i s  below 1,000. 

Q 

A 

Over about how many l i n e s  do you o f f e r  IDSL service? 

I ' m  sorry, I have neglected t o  mention we also have a 

T - 1  In te rne t  access. The T - 1  and IDSL comprise the remaining 

roughly 9,000 data l i nes .  

Q So a t o t a l  o f  10,000 data l i n e s ,  1,000 over the 

resold ADSL, and 1,000 over the IDSL T - 1  t h a t  you described? 

A Yes. But we count l i n e s  - -  a T - 1  l i n e ,  a customer 

might buy 256K bandwidth on a T-1, we count t h a t  as four times 

64 or  four DS-Os, we count t h a t  as four l i nes .  So i t  i s  less 

than tha t  the number o f  customers. 

Q What do you charge the 1,000 o r  so customers t h a t  you 

provide a resold ADSL service to?  

A We have several packages 

$99 a month, which includes a litt 

hub on the end. 

ranging from $59 t o  roughly 

e Notopia router  Ethernet 

Q And today i t  i s  a l l  business customers t h a t  you are 

providing t h a t  service t o ,  r i g h t ?  

A Correct. 

Q About what do you charge the 9,000 o r  so business 

customers t h a t  you serve through t h i s  IDSL T - 1  arrangement? 

A That i s  competit ive information. Do I - -  
MR. FEIL: I f  you t h i n k  t h a t  i t  i s  conf ident ia l  

information, then i t  presents a problem. But i f  it i s  
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information t h a t  i s  not conf ident ia l  - -  
THE WITNESS: 

w i l l  bear, l e t ' s  put i t  t h a t  way. 

BY MR. TURNER: 

I charge them as much as the market 

Q Do you post what you charge these fo l ks  on your 

websi te?  

A You know, I don ' t  know what i s  cur ren t ly  on the 

website i n  terms o f  p r ic ing .  

MR. TURNER: Perhaps a t  a break I can t a l k  t o  Mr. 

F e i l  and see i f  we can sk in  t h i s  cat ,  but  I do th ink  i t  i s  

relevant given some o f  the testimony he has presented about 

BellSouth's r e t a i l  rates. 

CHAIRMAN JABER: Do you need j u s t  a few minutes now, 

i s  t h a t  what you are asking? 

MR. TURNER: Why don ' t  we j u s t  go on through and 

there may be a log ica l  breaking po in t  a t  some po in t  and we 

could do i t  then and not have t o  waste addi t ional  time, i f  t h a t  

i s  okay w i th  you. 

CHAIRMAN 

BY MR. TURNER: 

Q Mr. G a l l  

JABER: I appreciate it. Thank you. 

gher, I want t o  ask you one th ing  about your 

summary. And correct  me i f  I ' m  wrong, but I thought you said 

tha t  you cannot - -  t ha t  the investment community w i l l  not  a l l o w  

you t o  r e s e l l  BellSouth's services. Now, maybe I d i d n ' t  

understand exact ly  what you said. So i f  you would, k ind o f  
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A Sure. I n  the l a s t  year o r  so, the banks which, you 

know, the c red i t  side o f  your balance sheet, t he  lenders, the 

nonequity lenders who want t o  see obviously a cash f low 

business so they can pay back t h e i r  loan, have f igured  out t ha t  

by the  time you - -  i f  you are attempting a resale business 

plan, by the time you discount your services, there i s  no money 

l e f t  i n  it. So they p r o h i b i t  - -  i n  my c r e d i t  agreement I am 

prohib i ted from counting 1 i nes towards covenants t h a t  are 

served v i a  resale. 

Q And t h a t ' s  what I wanted t o  c l a r i f y .  We can agree, 

can ' t  we, t ha t  your banks t h a t  are lending you t h i s  money do 

not p r o h i b i t  you from r e s e l l  i ng Bel 1 South ' s serv i  ce, they 

simply say tha t  you have t o  have a cer ta in  number o f  

f ac i  1 i t i e s -  based 1 i nes, r i g h t ?  

A 

Q 

O r  e lse you c a n ' t  have any more money. 

But, again, i t  i s  not we w i l l  not g ive you any more 

money i f you provide resol d servi  ces through Bel 1 South? 

A Right. 

Q It i s  simply you have t o  have a c e r t a i n  number o f  

f ac i  1 i t i e s -  based 1 ines, r i g h t ?  

A That i s  correct .  You can look a t  i t  t h a t  way, yes. 

MR. TURNER: Madam Chair, what I would l i k e  t o  do, 

and t h i s  w i l l  be a repeat o f  sor ts  from the FDN a r b i t r a t i o n  

proceeding, but I would l i k e  t o  pass out two exh b i t s  t h a t  we 
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can use t o  walk through some o f  the techno1 ogy involved. 

CHAIRMAN JABER: Sure. 

MR. TURNER: Perhaps once we get them d is t r i bu ted  

maybe then we can i d e n t i f y  them f o r  the record, i f  tha t  i s  

okay. 

CHAIRMAN JABER: This w i l l  be a Diagram A and a 

Diagram B i n  the future.  

MR. TURNER: Yes, ma'am. The one I would l i k e  t o  use 

f i r s t  i s  the  one tha t  has the DSLAM i n  the CO, and i t  has got 

the 10,000 fee t  down a t  the bottom. And, again, I confess I 

have 1 os t  count o f  the e x h i b i t  numbers. 

CHAIRMAN JABER: Okay. The one t h a t  has the 10,000 

fee t  on the bottom w i l l  be Diagram A, and t h a t  w i l l  be Exhib i t  

61. The other e x h i b i t  t h a t  has the DSLAM ins ide  the remote 

terminal w i l l  be Diagram B, and t h a t  i s  Exh ib i t  62. 

MR. TURNER: Thank you, ma'am. 

(Exhib i t  61 and 62 marked f o r  i d e n t i f i c a t i o n . )  

BY MR. TURNER: 

Q Mr. Gallagher, again, t h i s  i s  a dangerous th ing  

because i t ' s  a lawyer t r y i n g  t o  draw a technical diagram, so I 

w i l l  t r y  t o  be very, very general. But I want t o  use t h i s  j u s t  

general ly t o  demonstrate how the various technologies can be 

used t o  provide both voice and data over the  same l i n e  t o  a 

s ingle end user. So l e t ' s  s t a r t  w i th  Exh ib i t  A i f  we could. 

You see on r i g h t  there i s  an end user l oca t i on  depicted by the 
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telephone, do you see tha t?  

A Yes. 

Q And then there i s  a copper d i s t r i b u t i o n  f a c i l i t y  

running from the end user locat ion t o  a remote terminal t ha t  i s  

depicted by the orange box i n  the middle o f  the page. Do you 

see tha t?  

A Yes. 

Q And given the hybr id copper/f iber loop t h a t  the 

Commission ordered us t o  look a t ,  I have depicted - -  I ' m  sorry, 

de w i l l  get t o  tha t  i n  a minute. What we have here i s  through 

the remote terminal another copper f a c i l i t y  running back t o  a 

DSLAM i n  the centra o f f i c e .  Do you see tha t?  

A Yes. 

Q And I have designated the t o t a l  length o f  t h a t  loop 

from the central o f f i c e  DSLAM t o  the end user premise as being 

10,000 feet  j u s t  f o r  demonstrative purposes, okay. Now, l e t ' s  

r i g h t  side o f  the screen i s  

are sur f ing  

assume tha t  the end user on the 

ta l k ing  on the telephone a t  the 

the In ternet ,  okay? 

A Uh-huh. 

Q Now, as I understand 

same time tha t  they 

t what w i l l  happen s the voice 

signals w i l l  t rave l  over the copper loop on the lower frequency 

por t ion o f  the loop, r i g h t ?  

A Correct. 

Q And i n  my diagram they are going t o  t rave l  a l l  the 
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way back t o  the DSLAM a t  the central o f f i c e ,  r i g h t ?  

A Yes. 

Q A t  the same time the data t h a t  i s  being transferred 

back and f o r t h  between the In ternet  and the end user i s  going 

t o  t rave l  on the upper por t ion  o f  t h a t  frequency, r i g h t ?  

A Right. There i s  a s p l i t t i n g  funct ion tha t  i s  going 

on t h a t  you don ' t  show, but t ha t  i s  what i s  doing tha t ,  r i g h t .  

Q You're r i g h t .  A l o t  o f  DSLAMs have integrated 

s p l i t t e r s ,  r i g h t ?  

A Right. 

Q So f o r  s i m p l i c i t y  l e t ' s  assume t h a t  my DSLAM has an 

integrated spl i t t e r .  

A Okay. 

Q So what w i l l  happen i s  the voice w i l l  be going over 

the low frequency po r t i on  o f  the loop, the data w i l l  be going 

over the high frequency por t ion  o f  the loop, and i t  i s  going t o  

h i t  the s p l i t t e r  a t  the  DSLAM, r i g h t ?  

A Right. 

Q The DSLAM w i l l  s p l i t  the voice services and the data 

services and send them i n  d i f f e r e n t  d i rec t ions ,  r i g h t ?  

A Correct. 

Q It w i l l  send the  voice t o  the c i r c u i t  switch and i t  

w i l l  be completed j u s t  1 i k e  any other voice c a l l ,  r i g h t ?  

A Correct. 

Q And i t  w i l l  send the data i n  t h i s  case t o  your 
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co l loca t ion  space, and from there you can send i t  t o  your 

packet switch and do w i th  i t  as you do every other packet 

technology, r i g h t ?  

A Right. 

Q And i n  t h i s  type s i t u a t i o n  t h a t  we have depicted 

here, given t h a t  we have got a l l  copper, we can agree t h a t  

regardless o f  who the c a r r i e r  i s  t h a t  i s  providing tha t  

service, you are going t o  have a problem providing voice and 

data over the same loop t o  a s ing le  end user i f  t h a t  loop 

1 ength exceeds 18,000 feet ,  r i g h t ?  

A Correct. 

Q And t h a t  i s  simply a funct ion o f  today's technology, 

nobody has been able t o  f i gu re  out how t o  do i t  on more than 

18,000 fee t  yet ,  r i g h t ?  

A Well, there i s  some propr ie ta ry  technologies t h a t  do 

i t  pass tha t ,  but  - -  

Q As a general ru le ,  the18,OOO fee t  l i m i t a t i o n ,  though, 

i s  one t h a t  a f fec ts  ALECs, ILECs, and everyone else, r i g h t ?  

A Well, there i s  a company ca l l ed  Paradym (phonetic) 

t ha t  has something ca l led  Reach (phonetic), which i s  a DSLAM 

tha t  uses propr ie ta ry  s ignal ing t h a t  goes past 18,000, but  I 

th ink  i t  i s  general ly s t i l l  the  other boxes don ' t  go t h a t  f a r .  

Q Okay. So w i t h  regard t o  BellSouth, i t  i s  going t o  

have a problem sending voice and data  t o  a s ing le end user over 

an a l l  copper loop t h a t  exceeds 18,000 feet ,  r i g h t ?  
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A Correct. 

Q 

A Right. Unless you're t a l k i n g  about IDSL, which we 

And an ALEC would have the same problem? 

use, or  you use ISDN which because i t  i s  a c i r c u i t  i t  has got 

car r ie r  on i t  and you're not t a l k i n g  about d ry  copper, i t  goes 

that f a r .  

Q Right. Now, l e t ' s  look a t  the Diagram 9. I n  Diagram 

3 we have placed the DSLAM i n  the  remote terminal, r i g h t ?  

A Yes. 

Q And what we have depicted i s  a copper d i s t r i b u t i o n  

f a c i l i t y  running from the end user t o  the DSLAM and the  remote 

terminal , r i g h t ?  

A Yes. 

Q And given the Commission's d i rec t i ve  f o r  us t o  study 

3 hybr id copper l f iber loop, we have depicted f i b e r  going from 

the back end o f  the DSLAM back t o  the co l locat ion space a t  the 

zentral o f f i c e .  Do you see tha t?  

A Yes. 

Q Now, again, i n  t h i s  case i f  the end user i s  using the 

Internet and t a l k i n g  on the telephone a t  the same time, t o  

s t a r t  w i th  i t  i s  going t o  be about the same, r i g h t ?  The voice 

i s  going t o  t rave l  over t h a t  copper loop on the low frequency 

Dortion u n t i l  i t  h i t s  the s p l i t t e r  a t  the DSLAM i n  the  remote 

terminal, r i g h t ?  

A Right. 
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Q The data i s  going t o  t rave l  over the  h igh frequency 

por t ion  o f  the loop u n t i l  i t  h i t s  the s p l i t t e r  i n  the DSLAM a t  

the remote terminal ,  r i g h t ?  

A Right. 

Q And once t h a t  i s  s p l i t  o f f ,  the voice i s  going t o  be 

sent back t o  the central  o f f i c e  and i t  i s  going t o  go through 

the c i r c u i t  switch j u s t  l i k e  any other voice transmission, 

r i g h t ?  

A Well, the way I understand your a rch i tec tu re  i s  also 

i n  t h a t  remote you don ' t  show what i s  ca l l ed  the  d i g i t a l  loop 

c a r r i e r  t h a t  i s  s i t t i n g  there. And what you would probably end 

up doing i s  s p l i t t i n g  the - -  the s p l i t t e r  i n  the  DSLAM would 

send the low frequency over t o  another box t h a t  i s  s i t t i n g  i n  

there, provide the d i a l  tone o f f  o f  t ha t .  That box over the 

years has been connected using t h a t  f i b e r  back t o  the central  

o f f i c e .  So t h a t  other box, the  cabinet, t he  DLC, the f i b e r ,  

t h a t  i s  already there. And what you guys have done i s  added 

DSLAMs out t o  the remotes. 

Okay. And once we have added the  DSLAM a t  the Q 
remote, though, the voice frequency won't s p l i t ,  i t  i s  sent 

back t o  the c i r c u i t  switch and completed j u s t  l i k e  any other 

voice cal l? 

A Right. But i t  i s  probably handed o f f  t o  a piece o f  

DLC gear s i t t i n g  i n  t h a t  remote, so i t  eventual ly  gets t o  a 

switch, but i t  gets d i a l  tone out there t o  a remote. 
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Okay. And the data i s  going t o  go over the high Q 
frequency port ion,  h i t  the s p l i t t e r ,  be s p l i t  separately, and 

i t  i s  going t o  be sent back t o  the packet network, r i g h t ?  

A Right. 

Q And when we have the type o f  the  archi tecture tha t  i s  

p ic tu red  here, f i b e r  going from the central  o f f i c e  t o  the 

remote terminal and then copper going from the  remote terminal 

t o  the  end user, whoever the c a r r i e r  i s  t h a t  wants t o  use those 

two new components t o  provide voice and data t o  the same end 

user over the same l i n e ,  whoever tha t  c a r r i e r  i s  they are going 

t o  have t o  put a DSLAM i n  t h a t  remote terminal ,  r i g h t ?  

A Yes. Assuming the loop length i s  - - and there i s  no 

other copper, yes. 

Exactly. Q I f  t h a t  i s  a l l  you have got t o  work wi th ,  

you ' re  going t o  have t o  put a DSLAM i n  t h a t  remote terminal? 

A Right. 

Q Now, you w i l l  agree w i t h  me, won't you, t h a t  as 

F l o r i d a ' s  population has grown over the l a s t  20 years or  so 

BellSouth has began deploying a l o t  o f  these DLC arrangements 

a t  remote terminals i n  i t s  voice d i s t r i b u t i o n  network? 

A Yes. 

Q And tha t  makes the  network more e f f i c i e n t ,  doesn't 

it? 

A Yes. For the voice, I would imagine, yes. I t ' s  

i r o n i c  t h a t  i t  makes i t  less e f f i c i e n t ,  though, f o r  DSL. 
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But we can agree, c a n ' t  we, t h a t  those DLCs were Q 
being placed i n  large numbers long before DSL technology ever 

h i t  the scene? 

A Probably, yes. Well, DSL technology has been around 

since the mid-'80s. 

HDSL. So a l o t  o f  the o r ig ina l  DSL technology, I believe, you 

a l l  were using from t h a t  RT back t o  the CO t o  mu l t ip lex  l o t s  o f  

DS-Os onto a T c a r r i e r  using HDSL. So I would argue t h a t  DSL 

technology has been avai lable t o  the ILEC f o r  a long time, i t  

has j u s t  been used f o r  the T - 1  family o f  products. 

I n  fac t ,  T-1s r i d e  on something ca l led  

Q And we have begun our e f f o r t s  t o  use i t  through the 

f i b e r  i n  pu t t i ng  DSLAMs i n  the remote terminal on ly  the l a s t  

couple o f  years, r i g h t ?  

A That 's correct .  

Q Now, what FDN i s  asking f o r  i n  t h i s  proceeding i n  

e f fec t  i s  i t  wants t o  use t h i s  DSLAM t h a t  BellSouth has placed 

i n  the remote terminal i n  Diagram B, r i g h t ?  

A Yes. 

Q And i t  wants t o  use - - we l l ,  f i r s t  o f  a1 1, we can 

agree, can ' t  we, t h a t  t h i s  DSLAM performs packet switching 

func t iona l i t y  a t  the remote terminal? 

A Provides packet switching on the back side towards 

the packet switch and provides high frequency c a r r i e r  towards 

the customer. 

Q Okay. Now, i n  your testimony on Page 8, Lines 13 
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through 16, you d i d  put i t  t h i s  way, d i d n ' t  you, d i d n ' t  you say 

tha t  those DSLAMs perform packet switching func t i ona l i t y  a t  the 

remote terminal? 

A Yes. 

Q And FDN i s  not suggesting t h a t  i n  t h i s  proceeding, i t  

i s  not asking the Commission t o  have the par t ies  s i t  down and 

negotiate market rates or  commercial ra tes f o r  the use o f  t h a t  

DSLAM, i s  it? 

A 

Q 

Not i n  t h i s  proceeding, no. 

What FDN i s  asking f o r  i s  unbundled access t o  tha t  

DSLAM a t  TELRIC rates,  r i g h t ?  

A Yes, s i r .  

Q And beyond tha t ,  FDN i s  asking f o r  unbundled access 

t o  tha t  DSLAM a t  TELRIC rates on a l i n e - b y - l i n e  basis? 

A Yes, s i r .  The same way we have access t o  the d i g i t a l  

loop c a r r i e r  t h a t  i s  s i t t i n g  r i g h t  next t o  i t  on a l i n e - b y - l i n e  

bas i  s. 

Q Now, going back t o  Exh ib i t  B, which i s  the DSLAM i n  

the remote terminal. This Diagram B, Exh ib i t  62? 

A Yes. 

Q Now, we have agreed already t h a t  i n  order f o r  any 

car r ie r  t o  use t h i s  f iberkopper  mix t h a t  we have depicted 

here, i n  order t o  provide DSL and voice over the same l i n e ,  a 

DSLAM has t o  be placed i n  tha t  remote terminal, r i g h t ?  

A Yes. 
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Q So i t ' s  f a i r  t o  say t h a t  today wherever BellSouth i s  

serving both voice and DSL service t o  end users i n  F lor ida out 

o f  t h i s  type o f  arrangement, Bel lSouth's has had t o  purchase 

and i n s t a l l  a DSLAM i n  the remote terminal? 

A Yes. 

Q And i f  addit ional feeder f a c i l i t i e s  were needed t o  

feed i n t o  tha t  DSLAM, we can agree t h a t  BellSouth would have 

had t o  make a choice between engineering and i n s t a l l i n g  those 

terminal, f a c i l i t i e s  or  not pu t t i ng  a DSLAM a t  t ha t  remote 

r i gh t?  

A I would imagine t h a t  you would already 

transport there i n  the remotes t o  serve your d i g  

zarr ier .  You would have T c a r r i e r  there. Maybe 

jus t  T c a r r i e r  on copper, but  probably you would 

have the 

t a l  loop 

a worst-case, 

have a f i b e r  

3ptic transmission piece o f  equipment. And i f  i t  was maxed 

)ut, then, yes, would you have t o  augment it. But there i s  

robab ly ,  you know, the theory t h a t  there would be some 

avai 1 ab1 e capacity on tha t  f i b e r  . 
Q 

naxed out, then BellSouth would have t o  make a choice between 

? i the r  engineering and i n s t a l  1 i n g  addit ional capacity or  not 

i u t t i n g  a DSLAM a t  t ha t  locat ion,  r i g h t ?  

But assuming as you put i t  tha t  the capacity was 

A That 's r i g h t .  

Q And i f  the choice Bel lSouth made was not t o  put a 

ISLAM i n  tha t  locat ion a t  t h a t  remote terminal, then i t  
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:ouldn' t  provide DSL and voice over the same l i n e  t o  customers 

rho were served through tha t  remote terminal, r i g h t ?  

A Yes. 

Q I f ,  on the other hand, BellSouth had decided t o  

mgineer and i n s t a l  1 addit ional capacity, i t  would have 

ncurred costs t o  do so, r i g h t ?  

A Yes. 

Q 

A Yes. 

Q Now, i n  each o f  the instances where BellSouth had 

And i t  would take time t o  do tha t ,  wouldn' t  it? 

rctual ly  placed a DSLAM i n  a remote terminal t o  provide these 

;ypes o f  services, we can agree t h a t  BellSouth had t o  go out i n  

:he market and buy a DSLAM, r i g h t ?  

A Yes. 

Q And obviously BellSouth 

A Right. 

Q There i s  pro 

that, too, r i g h t ?  

A Yes. 

Q And a f t e r  i t  

i n s t a l l  i t  a t  the rem0 

A Correct. 

ably some t 

ncurs costs i n  doing t h a t ?  

mc 

has purchased 

e terminal ,  r 

e l  ement i nvol ved i n  doi ng 

the DSLAM, i t  has had t o  

ght 

Q And t h a t  involves time, r i g h t ?  

A Yes. 

Q It involves cost, doesn' t  it? 
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A Yes. 

Q And i f  there wasn't space a t  the remote terminal , but 

3ellSouth wanted t o  put a DSLAM there anyway, i t  would have had 

to augment the space a t  t h a t  remote terminal i n  order t o  f i t  

the DSLAM i n  it, r i g h t ?  

A Yes. 

Q 

A Right. 

Q 
A Yes. 

Q 

And tha t  would involve time, r i g h t ?  

And i t  would involve cost, r i g h t ?  

I f  there wasn't s u f f i c i e n t  power, the same th ing,  

3ellSouth would have t o  incur  time and cost t o  get the 

iecessary power f a c i l i t i e s  a t  t h a t  remote terminal i n  order t o  

)ut  a DSLAM in ,  r i g h t ?  

That's r i g h t .  And you would be the only  guys t h a t  A 

:ould provide service t o  those businesses, behind t h a t  DSL 

service t o  those businesses because there i s  nobody else t h a t  

:ould touch it. So you are going t o  get a p r e t t y  immediate 

'eturn on your investment o f  t ime and money, I would imagine. 

Q Well , what about the cable companies who are already 

r o v i d i n g  broad band service t o  those customers? 

A They are out there f o r  the res ident ia l  user, I w i l l  

j i ve you tha t .  For the small and medium-sized business, the 

:able p lan t  i s  not an opt ion i n  the  customers t h a t  I address 

?very day. 
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Q So you are saying t h a t  cable companies do not provide 
broad band service t o  business customers? 

A I t h i n k  they do on a limited basis. B u t  i n  my 

customer base and the businesses t h a t  I call on, I d o n ' t  see 
t h a t .  

Q Let's go back t o  my question. I f  there were zoning 

issues or right-of-way issues involved i n  p u t t i n g  a DSLAM a t  a 
remote terminal for BellSouth, BellSouth would have t o  incur 
time and money t o  resolve those issues, right? 

A Correct. 
Q So we can agree, can't we, t h a t  i f  and when a 

BellSouth product manager says I would really like t o  put  a 
DSLAM i n  this given remote terminal i n  order t o  provide DSL 

service t o  customers, i t  i s  not a matter of the next week t h a t  
DSLAM is sitting there serving customers, i s  i t ?  

A Probably n o t .  
Q Now, we have talked about w h a t  BellSouth would have 

to  do. Let's t a l k  a l i t t l e  b i t  about w h a t  FDN would have t o  
do. I f  FDN decided t o  col 1 ocate a DSLAM a t  a remote termina 
a BellSouth remote terminal, FDN would f i r s t  have t o  go out  
i n to  the market and buy a DSLAM, right? 

A No, t h a t  i s  not the f i r s t  step. The f i r s t  step i s  
t h a t  we apply through your collocation process and submit an 
appl i cati on a t  our expense. 

Q Okay. Sorry, I got my steps out o f  order. B u t  just 
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so I don ' t  have t o  f l i p  my pages, l e t ' s  take them out o f  order. 

One th ing  t h a t  FDN would have t o  do i s  go out i n  the market and 

buy a DSLAM, r i g h t ?  

A Correct. 

Q And FDN has received quotes f o r  stand-alone DSLAMs 

from various providers, r i g h t ?  

A Yes, we have. 

Q And you haven't had any problems f i nd ing  providers 

vJho are w i l l i n g  t o  s e l l  you DSLAMs? 

A No, we have not. 

Q And without ge t t i ng  i n t o  the actual numbers, both FDN 

and BellSouth submitted p r i ce  quotes on an e igh t  po r t  DSLAM i n  

the FDN a r b i t r a t i o n  proceeding? 

A Yes. 

Q And the p r i ce  

p o r t  DSLAM was comparab 

submitted f o r  a s im i l a r  

A Right. 

quote t h a t  FDN submitted f o r  an e igh t  

e t o  the p r i ce  quote t h a t  BellSouth 

DSLAM, wasn't it? 

COMMISSIONER DEASON : Excuse me, 1 e t  me i n t e r r u p t  . 
dho are some o f  the  manufacturers t h a t  you have gotten quotes 

from? 

THE WITNESS: Paradym, A lca te l ,  and I c a n ' t  remember 

the other one o f f  the top. I know we got three quotes, but I 

:an? remember who the t h i r d  one was. 

COMMISSIONER DEASON: Are these the  same fo l ks  t h a t  
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s e l l  t o  BellSouth t o  the best o f  your knowledge? 

THE WITNESS: I ' m  p r e t t y  sure t h a t  BellSouth uses 

Alcatel fa i r ly  - - on a large basis. 

BY MR. TURNER: 

Q 
A Yes, P h i l l i p s  i s  ac tua l l y  a d i s t r i b u t o r ,  though, o f  

Just going from memory, was P h i l l i p s  another one? 

other people's s t u f f ,  so I can ' t  remember who the box was they 

were s e l l  i ng . 
Q Another t h i n g  tha t  FDN w i l l  have t o  do t o  co l locate a 

DSLAM a t  a BellSouth remote terminal i s  go through the 

co l locat ion process w i th  BellSouth, r i g h t ?  

A That i s  correct .  

Q Now, i n  your p r e f i l e d  testimony, you say a l o t  o f  

things about tha t  col  1 ocation process. 

A Yes. 

Q Let me ask you t h i s ,  how many times has FDN submitted 

an appl icat ion t o  col locate a DSLAM a t  a BellSouth remote 

terminal ? 

A We have had various reps from - -  our rep t h a t  we deal 

wi th  on interconnection issues over time. And two reps ago we 

submitted - -  we asked t h a t  rep how we would go about doing 

tha t .  And a t  the  time, our rep, who was then Gene Ferrero 

(phonetic), I bel ieve, he d i d  not  know what the in te rna l  

procedures were t o  col locate an RT. He was very he lpfu l  i n  

helping us get i n t o  the central o f f i c e s  a t  the time, then a f t e r  
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the a r b i t r a t i o n  when we found out from Mr. Will iams t h a t  there 

was so r t  o f  a,  you know, a new streamlined process, we have not 

attempted t o  submit any. So the answer i s  we have not 

submitted any applications. 

Q And j u s t  t o  get a t ime frame involved w i t h  two reps 

ago, i t  c l e a r l y  was before the FDN a r b i t r a t i o n  proceeding, i s  

that  correct? 

A Right. 

Q 

A Right. 

Q 
A 

And t h a t  was i n  August o f  2001, r i g h t ?  

About how long before t h a t  was two reps ago? 

Well, you know, i t  was - - i t  wasn't the  guy we have 

now, but the guy before him, Gene Ferrero, and i t  would have 

been i n  l a t e  - -  probably l a t e  2000 t h a t  we s ta r ted  

invest igat ing tha t ,  the  issue. 

Q But j u s t  t o  summarize what I j u s t  heard you say, 

since hearing what Mr. Will iams had t o  say about the 

zol 1 ocat i  on process i n the FDN a r b i t r a t i o n  proceedi ngs , FDN has 

not submitted a co l loca t ion  appl icat ion t o  co l locate a DSLAM a t  

a Bel 1 South remote termi nal ? 

A That i s  correct .  

Q Now, you ta lked i n  your testimony some about 

zol 1 ocat i  ng a t  12,000 remote termi nal s i n Bel 1 South ' s 

t e r r i t o r y ,  r i g h t ?  

A Uh-huh. 
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Now, we have already discussed you d idn ' t  t r y  t o  Q 
col locate a t  110 BellSouth central o f f i c e s  a l l  a t  once, d i d  

you? 

A No, we d i d  not. But t h a t  was l i m i t e d  - -  t ha t  was 

access t o  capi ta l  issues than i t  was process issues, and how 

many human and engineering people I had t h a t  could process and 

go through your col  1 ocation process. 

Q 
i n  a l l  12,000 BellSouth remotes i n  the State o f  F lor ida a l l  a t  

once, would you? 

A No. 

Q 

And you wouldn't p lan on t ry ing t o  co l locate DSLAMs 

Now, assume w i th  me t h a t  FDN has gone through the 

co l locat ion process and bought a DSLAM and i n s t a l l e d  i t  i n  a 

Bel 1 South remote terminal , okay? 

A Uh-huh. 

Q Now, FDN i s  going t o  have t o  get from the remote 

terminal t o  the end user premises, r i g h t ?  

A Yes. 

Q And BellSouth w i l l  provide a UNE subloop tha t  w i l l  do 

jus t  tha t ,  won't it? 

A Yes. 

Q And t h a t  UNE subloop i s  provided a t  TELRIC rates 

2stablished by t h i s  Commission, r i g h t ?  

A Yes. 

Q And FDN i s  also going t o  have t o  get from the remote 
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terminal back t o  the CO, r i g h t ?  

A Yes. 

Q And Bel 1 South w i  11 provide TELRIC pr iced subloops 

t h a t  w i l l  provide tha t  f unc t i ona l i t y ,  won't it? 

A Yes. 

Q Now, assume w i th  me f o r  t h i s  group o f  questions t h a t  

there i s  an ex i s t i ng  remote terminal w i t h  an ex i s t i ng  BellSouth 

DSLAM already i n  it, okay? 

A Uh-huh. 

Q And assume wi th  me t h a t  the Commission were t o  grant 

you the access tha t  you are asking f o r ,  l i n e - b y - l i n e  access on 

a TELRIC basis t o  t h a t  DSLAM, okay? 

A Yes. 

Q Now, under tha t  scenario, i f  you were t o  go 

1 i ne - by- 1 i ne through t h a t  remote terminal , we can agree, can' t 

Me, t h a t  you could not provide DSL service t o  customers out o f  

that remote terminal t ha t  could not already get DSL service 

from Bel lSouth through t h a t  remote terminal? 

A That 's r i g h t .  

Q Now, l e t ' s  assume t h a t  the Commission said, no, we 

w e  not going t o  grant you TELRIC-based l i n e - b y - l i n e  access Lo 
the DSLAM i n  BellSouth's remote terminal ,  okay. And l e t ' s  

ssume t h a t  FDN f inds a remote terminal where BellSouth has not 

yet located a DSLAM, okay? 

A Right. 
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Q I f  FDN were t o  col locate a DSLAM i n  t h a t  remote 

:erminal and s t a r t  o f f e r i n g  DSL services through tha t  remote 

Zerminal , we can agree, c a n ' t  we, t h a t  customers who had not 

i r i o r  t o  tha t  time been able t o  get DSL out o f  t h a t  remote 

Zerminal can now get i t  out o f  t ha t  remote terminal? 

A Yes. 

Q So you have expanded the number o f  F lor id ians who 

lave access t o  DSL services by doing tha t ,  r i g h t ?  

A Yes. But I want t o  make sure there i s  a d i s t i n c t i o n  

i n  what you said e a r l i e r  where we would be able t o  purchase 

lrhat we would l i k e ,  which i s ,  you know, on a one o f f  basis 

i s i ng  your DSLAM t h a t  you already have out there.  We bel ieve 

lre would not j u s t  do a me, too. We w i l l  innovate w i th  tha t .  

\nd we feel  l i k e  we have done tha t  thus f a r .  

An example i s  back when we f i r s t  s ta r ted  wholesaling 

your ADSL, you a l l  on ly  o f fered a DHCP opt ion where I ' m  the 

iser ,  every time I logged on I got a new I P  address. So we put 

3 router  on the end o f  your s t u f f  and we gave customers a 

s ta t i c  I P  address so t h a t  they could have t h e i r  own e-mail 

server, they could do web posting. So we bel ieve t h a t  we have 

shown we would innovate w i t h  tha t .  And I t h i n k  i t  i s  un fa i r  t o  

jus t  say t h a t  the consumer wouldn't have anything new, because 

1 th ink  they would. 

Q 

A Okay. 

I ' m  sorry, my po in t  wasn't t ha t .  
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Q As I understand what you j u s t  said, your pos i t ion  i s  

that i f  you were granted unbundled access t o  a DSLAM, you could 

nodify some o f  the th ings t h a t  BellSouth might do from t h a t  

ISLAM and provide d i f f e r e n t  types o f  innovations t o  those 

xstomers, r i g h t ?  

A Yes, s i r .  

Q But the customers who could receive those DSL type 

innovations from you are the same customers who already could 

receive a DSL type service from BellSouth, r i g h t ?  

A That 's  r igh t .  

Q So wh i le  you may be arguably innovating service, you 

are no t  expanding the  f o o t p r i n t  o f  F lo r id ians  who are able t o  

get DSL service, r i g h t ?  

A Right. The only way we do t h a t  i s  i n  our IDSL 

Dffering, and i t s  lower speed, but  we a c t u a l l y  can o f f e r  t h a t  

i n  areas t h a t  - -  some areas where you a l l  don ' t  o f f e r  DSL. And 

dhat we are worr ied about i s  when you f i n a l l y  do put  a DSLAM i n  

that  CO t h a t  our IDSL customers w i l l  then go away. 

Q Now, can we agree t h a t  i t  i s  wel l  establ ished t h a t  

the e a r l y  en t r y  and e a r l y  name recogni t ion are c ruc ia l  t o  

success i n  markets f o r  new technologies and new services? 

A Yes. 

Q Now, i f  FDN were t o  f ind a DSLAM t h a t  d i d  no t  have a 

BST remote - -  I ' m  sorry,  l e t ' s  say i t  r i g h t .  It has been a 

long day and I had lunch, I ' m  g e t t i n g  t i r e d .  I f  FDN were t o  
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f i n d  a remote terminal t ha t  d i d  not have a BST DSLAM i n  i t  and 

FDN were t o  put a DSLAM i n  tha t  remote termina and begin 

providing DSL services through it, we can agree tha t  w i th  

regard t o  those customers served from tha t  remote terminal, FDN 

has had ea r l y  ent ry  i n t o  the DSL market t o  those customers? 

A That would be t rue.  

Q We can also agree, can ' t  we, t ha t  FDN would have 

ea r l y  name recogni t ion w i th  regard t o  tha t  market served by 

tha t  remote terminal? 

A That i s  t rue.  

Q Now, l e t ' s  say t h a t  you d i d  tha t ,  you put a DSLAM i n  

tha t  remote terminal. 

A Right. 

Q And l e t ' s  say tha t  Z-Tel comes and said, Mr. 

Gallagher, we would l i k e  t o  share t h a t  DSLAM w i th  you. We 

th ink we can help you f i l l  i t  up more quick ly  than you could on 

your own and we want t o  be able t o  have access t o  your DSLAM. 

Would you be w i l l i n g  t o  give i t  t o  them? 

A Sure. 

Q A t  TELRIC rates? 

A I don ' t  know i f  i t  would be TELRIC rates, buL i t  

dould be a negotiated rate.  

Q And i t  would be a negotiated ra te  by which you would 

compare what you could expect t o  earn from the r e t a i l  s ide o f  

the house t o  what you could earn i f  you of fered i t  a t  
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Iholesale, as we l l ,  and you would do some f inanc ia l  analysis o f  

hose numbers, woul dn ' t you? 

A Probably, yes. 

Q And s i t t i n g  here today, you c a n ' t  t e l l  us what the 

iarket r a t e  t h a t  you would o f f e r  t o  Z-Tel f o r  t h a t  DSLAM might 

le, r i g h t ?  

A No, I 

:a1 cul a t i  on. 

Q Well, 

. e t ' s  assume t h  

haven't even entertained t h a t  f inanc ia l  

now, t h a t ' s  in te res t ing .  Let me ask you t h i s .  

t - -  
COMMISSIONER PALECKI: Could I i n t e r r u p t  f o r  j u s t  one 

loment? 

MR. TURNER: Sure. 

COMMISSIONER PALECKI: How long would i t  take you t o  

ret us t h a t  number? 

THE WITNESS: I have never even thought o f  - -  I mean, 

f we were t o  do something l i k e  tha t ,  we, o f  course, would, you 

mow, we would come up w i t h  some so r t  o f  a b i l i t y  t o  f i l l  up our 

:ap i ta l ,  you know, t o  f i l l  up our DSLAM. 

COMMISSIONER PALECKI: Could you provide us w i th  the 

r i c i n g  po in t  t h a t  you would be w i l l i n g  t o  o f f e r  t h a t  service 

:o other CLECs by A p r i l  l s t ?  

THE WITNESS: I probably could. I could. I could 

:aution you, I have never even - -  I would have t o  s t a r t  up w i th  

I new model and develop i t  from the ground up. 
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COMMISSIONER PALECKI: Well , I bel ieve tha t  we have 

South f o r  t ha t  information. So i f  you could provide 

us w i t h  tha t  information from a competit ive LEC standpoint, I 

would l i k e  t o  ask f o r  t h a t  as a l a t e - f i l e d  exh ib i t .  

CHAIRMAN JABER: Actual ly,  Commissioner Palecki , I 

th ink  I withdrew tha t  request because o f  the c l a r i f i c a t i o n  tha t  

was provided by Mr. Will iams. 

COMMISSIONER PALECKI: Well, I would s t i l l  l i k e  t o  

see the competit ive providers - -  what they would be w i l l i n g  t o  

o f f e r  i t  fo r .  

THE WITNESS: There i s  a key - -  r i g h t  now when we 

look a t  the current cost t o  put our DSLAM i n  there, t h i s  would 

be outside o f  what i s  i n  t h i s .  Because what they have proposed 

i s  what they would charge f o r  t h e i r  DSLAM. And i n  tha t  model 

t ha t  I d i d  before f o r  the a r b i t r a t i o n ,  the problem there was 

the monthly recurr ing ren t  and the powering charge. So I have 

t h i s  b i g  hurdle ra te  t o  get over t h a t  i s n ' t  my - - i t ' s  a cost 

I ' m  ge t t i ng  b i l l e d  from the LEC, so I would have t o  b u i l d  tha t  

sor t  o f  a r t i f i c i a l ,  what I bel ieve an a r t i f i c i a l  high number 

i n t o  the r a t e  I would charge Z-Tel or somebody. 

COMMISSIONER PALECKI: Well, you can put t ha t  as a 

footnote on your 1 ate- f i  1 ed exh ib i t .  

THE WITNESS: A l l  r i g h t .  

CHAIRMAN JABER: And, Commissioner Palecki , you are 

th ink ing  i n  t h e i r  b r i e f ,  r i g h t ?  
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COMMISSIONER PALECKI : That would be f i ne .  

CHAIRMAN JABER: Ap r i l  3rd? 

COMMISSIONER PALECKI: I f  you could provide tha t  i n  

your b r i e f .  Thank you. 

THE WITNESS: Okay. 

COMMISSIONER DEASON: Well, l e t  me ask you a question 

3bout tha t .  Would t h i s  something be be t te r  t o  f i l e  as a 

l a t e - f i l e d  exh ib i t  and have the a b i l i t y  t o  have - -  
CHAIRMAN JABER: Input or comment. 

COMMISSIONER DEASON: - -  some type o f  rep l y  from 

3ellSouth? I mean, I j u s t  don ' t  - -  b r i e f s  are great, but when 

you put something i n  i n  a b r i e f ,  unless you c i t e  t o  the record 

i t ' s  r e a l l y  not evidence. A t  l eas t  t h a t ' s  what I have been 

to1 d. 

MR. HATCH: Funny how he looks t h i s  way when he says 

that. 

CHAIRMAN JABER: Well, I was going t o  say, yes, the 

na jo r i t y  o f  the room i s  made up o f  attorneys. I guess - -  
MR. HATCH: The only th ing  I would add i s  not having 

seen i t  u n t i l  i t  gets f i l e d  i n  a b r i e f  w i t h  no opportuni ty t o  

jay, yea, nay, maybe, i t  has got f l a w s ,  i t ' s  the best t h ing  

since s l iced bread, my suggestion t o  you would be something i n  

the nature o f  a l a t e - f i l e d  exh ib i t .  Now, how you deal w i t h  

that i n  the b r i e f  becomes very problematic because the b r i e f s  

3re ge t t ing  f i l e d  a t  the same time t h i s  e x h i b i t  comes i n .  So 
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you don ' t  have a chance t o  ac tua l l y  object  t o  the e x h i b i t  a t  

the same time you t r y  t o  use t h i s  e x h i b i t  as part o f  your 

b r i e f .  Just l o g i s t i c a l l y  the time frames d o n ' t  work very wel l .  

I mean, e i t he r  you get the data a l o t  fas te r  o r  you delay the 

b r i e f  f i l i n g  fur ther  i n  time t o  give f o l k s  a chance j u s t  t o  

look a t  it. 

CHAIRMAN JABER: Mr. Gallagher, how much time do you 

th ink  you need t o  respond t o  Commissioner Palecki ' s  question? 

THE WITNESS: You know, i n  j u s t  t h ink ing  about it, i t 

i s  very complex, because I wouldn't be the  underlying copper 

c a r r i e r  there, r i g h t ?  I j u s t  have DSLAM. I ' m  s o r t  o f  a t o l l  

br idge between the copper loop and the service back. So, I 

won't be reaping, you know, the payment o f  t he  UNE loop going 

out t o  the customer. That i s  j u s t  a pass-through, I guess. 

CHAIRMAN JABER: So i s  there informat ion you would 

need from BellSouth t o  even develop tha t?  

THE WITNESS: Yes. I mean, I j u s t  don ' t  know tha t  I 

could do a good job on t h a t  i n  a week o r  two. 

CHAIRMAN JABER: Commissioner P a l  ecki  , what i s  your 

pleasure? I thought when you said A p r i l  1 s t  you were t a l k i n g  

about the b r i e f .  But I have t o  agree, I t h i n k  i would be more 

e f fec t i ve  i f  we could get react ion t o  the  l a t e - f i l e d  exh ib i t  

and s t i l l  s tay w i t h i n  our time frame. 

COMMISSIONER PALECKI: I would agree, as we l l ,  but  I 

don' t  see a rea l  so lu t ion  here. 
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CHAIRMAN JABER: S t a f f ,  can you give us an idea here? 

MS. KEATING: Well, you could do l i k e  Mr. Hatch 

suggested and extend the time per iod f o r  f i l i n g  b r i e f s .  

CHAIRMAN JABER: What does t h a t  do t o  your schedule? 

MS. KEATING: It would probably necessitate extending 

the recommendation date, I would expect, maybe an equal amount 

3 f  t ime. 

CHAIRMAN JABER: Commissioner, i f  tha t  i s  what you 

3esire. 

schedule because there i s  a benef i t  t o  ge t t i ng  these rates i n  

31 ace. 

I r e a l l y  would l i k e  t o  keep t h i s  proceeding on 

COMMISSIONER DEASON: Not only tha t ,  I would po in t  

3ut t ha t  we heard from a witness, Mr. Will iams, I believe, who 

said tha t  BellSouth i s  making a business decision not t o  deploy 

l i n e  cards which could be serving r u r a l  areas because they are 

rJaiting f o r  a decision from us i n  t h i s  docket. So t h a t  gives 

ne some concern, too, about extending the - - I mean, i f  i t  i s  a 

sort extension, t h a t ' s  one thing. I f  we are t a l k i n g  about 

2xtending t h i s  docket very long, I th ink  t h a t  i s  something we 

Teed t o  pause and give a l o t  o f  consideration t o .  

COMMISSIONER PALECKI: Chairman Jaber, I was not sure 

3bout what happened e a r l i e r ,  we had ac tua l l y  removed the 

l a t e - f i l e d  e x h i b i t  t ha t  we had asked BellSouth t o  provide. 

CHAIRMAN JABER: Yes, I never even d i d  i t  i n  a 

l a t e - f i l e d  exh ib i t .  I asked them t o  answer questions re la ted  
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:o sharing t h a t  Commissioner Deason and I asked. But we 

:hought t h a t  the witness was t a l k i n g  about sharing i n  the DSLAM 

:osts, and he was r e f e r r i n g  t o  l i n e  cards. So I withdrew the 

*equest t o  have t h a t  covered i n  the b r i e f .  

COMMISSIONER PALECKI: Well, I guess the  question I 

vas r e a l l y  ge t t i ng  to ,  one, i s  i f  BellSouth was prov id ing a 

lumber, I wanted t o  hear a number t h a t  came from the  

:ompetitive community, as we l l .  But perhaps I ' m  not  as 

iothered by the l i n e  card issue as you are. I thought one o f  

the witnesses had t e s t i f i e d  t h a t  the l i n e  cards a c t u a l l y  work 

3s a small DSLAM, and each one can serve two customers. 

And my thought was t h a t  I would l i k e  t o  see from the 

i a r t i e s  an analysis o f  a market-based p r i ce  a t  which BellSouth 

ir a CLEC could p r o f i t a b i  

me, t o  see i f  t h i s  would 

I CLEC f o r  en t ry  i n t o  the 

vas i s  i f  t h i s  would prov 

i t y  o f f e r  access t o  t h e i r  DSLAMs t o ,  

provide a meaningful opportuni ty f o r  

market. And I guess my rea l  desire 

de a meaningful en t ry  i n t o  the  

narket, we might want t o  delay our decision i n  t h i s  docket 

i n t i 1  we see t h a t  data. 

What I ' m  hearing i s  Bel lSouth's witness t e s t i f y  t ha t  

they are going t o  make a decision on the l i n e  cards based upon 

x r  decision i n  t h i s  docket, and I th ink  t h a t  might be pu t t i ng  

the ca r t  before the  horse. I might want t o  see, you know, the 

meaning o f  the l i n e  card technology and how a market-based 

p r i ce  could be developed by BellSouth f o r  t h a t  technology. 
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And i f  t h a t  technology does o f f e r  the CLECs a 

meaningful opportunity f o r  en t r y  i n t o  the market, then we might 

be able t o  avoid t h i s  issue. But the way I see i t  now i s  there 

i s  no meaningful opportunity, o r  a t  l eas t  t h a t  i s  one o f  the 

th ings we are going t o  have t o  decide i n  t h i s  docket i s  i f  the 

opt ion i s  avai lable t o  the CLECs r e a l l y  do provide a meaningful 

opportunity f o r  entry. 

CHAIRMAN JABER: L e t ' s  put the burden where i t  

I mean, my concern w i t h  respect t o  not causing delay belongs. 

i n  the docket i s  because I want the competitors t o  have 

cer ta in ty .  And BellSouth, too. I mean, a l l  o f  the  industry 

needs ce r ta in t y  w i th  respect t o  these p r i c i n g  issues and the 

UNE issues. So, Mr. F e i l ,  i f  i t  i s  a question o f  ge t t ing  Mr. 

Gallagher's analysis on what he would bel ieve the  market p r i ce  

i s  versus going forward w i t h  t h i s  docket, p ick,  take your p ick.  

MR. FEIL: This i s  l i k e  Sophie's choice. 

CHAIRMAN JABER: Yes. 

MR. FEIL: Well, ac tua l l y  I would have t o  defer t o  

Mr. Gallagher as the c l i e n t .  I would l i k e  the  opportunity t o  

confer w i t h  him, i f  I could, on the question. And, bas ica l ly ,  

the question i s  would you rather  go forward w i t h  t h i s  docket i n  

the time frame present ly scheduled o r  delay t h a t  time frame i n  

wder f o r  Mr. Gallagher t o  prepare a l a t e - f i l e d  e x h i b i t  on the 

subject o f  a market - based ra te .  

CHAIRMAN JABER: And, Ms. McNulty, I ' m  not leaving 
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I w i l l  get your input .  But, Mr. the r e s t  o f  the ALECs out. 

;a1 1 agher? 

THE WITNESS: I w i l l  do the best job  I can on it. I 

nean, I would l i k e  t o  produce something tha t  i s  thought out and 

it c e r t a i n l y  won't have any market t es t i ng  on i t , and i t  would 

lave t o  be heavi ly footnoted. But i f  you a l l  w i l l  accept t h a t  

md t h a t  would help you a1 1 . 
CHAIRMAN JABER: That wasn't the question. 

MR. FEIL: May I ask one c l a r i f y i n g  question, are we 

idso assuming as par t  o f  t h i s  choice tha t  BellSouth i s  going t 

)e submitting i t s  own version o f  a market-based study? 

CHAIRMAN JABER: I f  I allow one, I ' m  going t o  al low 

the other, absolutely. Now, Mr. Gallagher, the  question was 

given the choice o f  providing t h a t  market-based study, 

inderstanding t h a t  i t  would be heavi ly footnoted and having 

that r e s u l t  i n  a procedural delay i n  t h i s  docket, do you s t i l l  

dant t o  do tha t  or do you want t o  go forward w i t h  the record 

that we have? 

THE WITNESS: No, because there i s  more t o  t h i s  

Iroceeding than j u s t  the DLC. I mean, I ' v e  got my zones, you 

wow, I feel  l i k e  ce r ta in t y  on the UNE loop rates i s  very 

important f o r  us, so I d o n ' t  t h i n k  i t  i s  worth t h a t  from FDN's 

Ierspective. 

CHAIRMAN JABER: MS. McNul ty. 

MS. McNULTY : We c e r t a i n l y  appreci a te FDN s concerns, 
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too. WorldCom would object t o  a delay i n  the vote i n  t h i s  

docket because there are a number o f  UNEs involved. And as you 

know i t  i s  very important t o  WorldCom as an ALEC i n  Flor ida.  

MR. HATCH: AT&T would echo those same sentiments. 

There i s  more a t  stake here than j u s t  t h i s  issue, w i t h  a l l  due 

respect t o  Mr. Gallagher. Clear ly  t h a t  i s  a b i g  issue f o r  him. 

I t ' s  an issue f o r  us, but  i t  i s n ' t  the only  issue f o r  us and 

there are others. We th ink  i t  i s  more important t h a t  t h i s  

docket move forward on schedule than hanging back f o r  t h a t  one 

smal l  piece. 

MR. PERRY: I would have t o  confer w i t h  my c l i e n t ,  

Z-Tel, before I could make any determination one way or  the 

other. 

MR. SHORE: Madam Chair, t o  the extent you are 

s o l i c i t i n g  the pa r t i es '  concerns on t h i s  issue, I ' v e  got one 

tha t  i s  a l i t t l e  b i t  d i f f e r e n t  i n  nature, but  i t  seems t o  me 

tha t  i t  i s  probably the appropriate t ime t o  ra i se  i t  and 

ce r ta in l y  t o  preserve it. And tha t  i s  there has been a l o t  o f  

t a l k  over the l a s t  couple o f  days about market rates,  and I ' v e  

got some concerns about rates t h a t  t h i s  Commission i s  

authorized t o  set  i n  t h i s  proceeding and whether o r  not those 

are l i m i t e d  t o  UNEs and need t o  be based on TELRIC t o  the 

extent the Commission f inds something t o  be an unbundled 

network element. I j u s t  wanted t o  ra i se  t h a t  issue and t o  

preserve BellSouth's r i g h t  t o  object on t h a t  basis. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

686 

CHAIRMAN JABER: I understand. Commissioner Palecki , 

am inc l i ned  t o  go forward. But l e t ' s  do t h i s ,  l e t ' s  have 

s t a f f  t h i n k  about i t  a l i t t l e  b i t  more, l e t ' s  have you th ink  

ibout i t  a l i t t l e  b i t  more. But I am inc l i ned  t o  go forward 

ind not ask f o r  any addit ional informat ion i n  the b r i e f  on t h a t  

issue because o f  the overwhelming concern t o  move forward and 

lave some pr ices i n  e f f e c t  and b r i n g  some o f  these issues t o  

?esolut ion, quick resolut ion.  The other t h i n g  I would po in t  

)ut  i s ,  you know, we are f ree t o  look a t  ind iv idual  issues 

joing forward. 

night be a moving ta rge t .  

I th ink  t h i s  i s  a moving - - t o  some degree t h i s  

COMMISSIONER PALECKI: I c e r t a i n l y  agree w i th  you, 

ladam Chairman. And also I agree w i t h  BellSouth on the issue 

i f  our author i ty .  

:ommission ordered it. I th ink  what t h i s  Commission, or  a t  

least what had t h i s  Commissioner wanted t o  see was BellSouth 

j i v e  us a number, show us what the market would bear and o f f e r  

It would not be a market-based r a t e  i f  t h i s  

it vol un tar i  

dhat we were 

3ellSouth on 

you are w i l l  

j us t  haven't 

y t o ,  you know, the CLEC community. And t h a t ' s  

t r y i n g  t o  get a t .  Because we have heard from 

numerous occasions j u s t  i n  the  l a s t  two days t h a t  

ng t o  o f f e r  the service a t  market-based rates.  We 

heard anything from you as t o  what tha t  r a t e  might 

le. We don ' t  even have a clue as t o  where the bal lpark i s ,  and 

tha t ' s  what I would l i k e  t o  see personally. 

COMMISSIONER DEASON: Madam Chairman, whi le we're on 
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t h i s ,  i t  may be a moot po int ,  but I wanted t o  explore f o r  j u s t  

a moment w i th  BellSouth the nature o f  t h e i r  concern. 

that  you feel l i k e  we only have the author i ty  t o  order TELRIC 

rates and nothing else? 

I s  i t  

' MR. SHORE: Let me preface my remarks, and I probably 

dasn't  c lear a few moments ago and I apologize f o r  t ha t .  I t ' s  

not an issue t h a t  I have researched and r e a l l y  feel  comfortable 

s ta t ing  a f i n a l  pos i t ion  on, but I ' v e  got some concerns t h a t  

that i s ,  i n  fac t ,  may be the case, Commissioner. That t h i s  i s  

a UNE docket and tha t  UNEs are required t o  be pr iced a t  TELRIC. 

There i s  fundamental question - - we l l ,  there are several,  I 

guess, i n i t i a l  questions. One i s  the question about whether 

the DSLAM or  packet switching should be unbundled i n  t h i s  

clocket. That i s  a fundamental question about whether or  not 

that was an issue presented f o r  resolut ion.  

Assuming t h a t  i t  i s ,  I th ink  the Commission needs t o  

f ind  tha t  - -  would need t o  f i n d  t h a t  t ha t  i s  a UNE i n  order t o  

i n s t i t u t e  TELRIC pr ic ing .  And obviously we have a large 

3isagreement between the sides o f  the room about whether or  not 

that i s  a UNE and whether or  not the appropriate standards have 

3een met. But I th ink  t o  the extent then i f  the Commission 

Mere t o  determine something was an unbundled network element, 

3y d e f i n i t i o n  the l a w  would requi re t h a t  t o  be pr iced a t  

rELRIC. 

COMMISSIONER DEASON: So you are saying we don ' t  have 
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the au thor i ty  t o  p r ice  it anything other than TELRIC. 

MR. SHORE: That i s  my concern. That i s  my concern. 

I th ink  I f  you f i n d  tha t  i t  i s  an unbundled network element. 

we are sor t  o f  mixing a l o t  o f  things. 

COMMISSIONER DEASON: You know, t o  some extent you 

are arguing against your own in te res t .  

MR. SHORE: Well, I recognize tha t .  I don ' t  t h ink  I 

am. I ' m  attempting t o  preserve t h a t  argument. I don ' t  t h ink  

tha t  - -  and i t ' s  no secret, and I don' t  want t o  t e s t i f y ,  but I 

don' t  th ink  t h a t  the Commission ought t o  determine i t  i s  an 

unbundled network element. 

COMMISSIONER DEASON: I ' m  beyond tha t .  Just  f o r  the 

sake o f  argument, i f  t h i s  Commission determines t h a t  i t  should 

be - - i t  i s  an element t h a t  should be unbundled, are we 

res t r i c ted  t o  p r i c i n g  i t  a t  a TELRIC r a t e  or  do we have any 

f l e x i b i l i t y ?  We have got t o  cover costs, but  do we have the 

f l e x i b i l i t y  t o  p r i ce  something above a pure TELRIC p r ice?  

MR. SHORE: Given BellSouth's pos i t i on  against TELRIC 

p r i c ing  general ly, you know, we haven't been t e r r i b l e  

successful w i t h  yet ,  but  t h a t  i s  up f o r  review before the 

Supreme Court and w i l l  be decided t h i s  term, you know, I would 

have t o  step back and say I don ' t  t h ink  TELRIC p r i c i n g  i s  

appropriate. But I th ink  the Act requires UNEs t o  be 

cost-based. And, again, we don ' t  bel ieve t h i s  i s  a UNE f o r  a l l  

the reasons we have t a l  ked about. 
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COMMISSIONER DEASON: I s n ' t  i t  cost-based plus a 

reasonable p r o f i t ?  

MR. SHORE: That 's  r i g h t .  

COMMISSIONER DEASON: It sounds more l i k e  a market 

ra te ,  doesn't it? 

MR. SHORE: I imagine t h a t  the Commission i s  f ree t o  

make t h a t  determination. 

CHAIRMAN JABER: We are f ree t o  make it, they are 

j u s t  preserving t h e i r  r i g h t  t o  argue w i th  us. 

MR. SHORE: Argue, t h a t  i s  - -  
CHAIRMAN JABER: Where were we? Commissioner 

Palecki , one o f  you needs t o  remind me where we were. 

COMMISSIONER PALECKI: You decided not  t o  ask f o r  the 

1 a t e - f i l e d  exh ib i t .  

CHAIRMAN JABER: A l l  r i g h t .  Who was asking 

questions? Mr. Turner, you were asking questions. 

MR. TURNER: Thank you. 

BY MR. TURNER: 

Q Mr. Gallagher, when you were responding t o  

Commissioner Palecki ' s  i n i t i a l  request, you mentioned something 

about a r t i f i c i a l l y  high rates.  Remind me what the rates were 

tha t  you thought were a r t i f i c i a l l y  high? 

A It would be i n  our l a t e - f i l e d  e x h i b i t  regarding t o  

the power i n  tha t  l i t t l e  business model t h a t  I d i d  a t  the 

request o f  the Commission f o r  once we put our DSLAM i n  there, 
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you a l l  have some f i xed  recurr ing rates you would charge us t o  

put our DSLAM i n  there as pa r t  o f  your co l loca t ion  tariff or  

whatever i t  i s .  

Q Let me get back on t rack,  Mr. Gallagher. Can we 

agree t h a t  DSL i s  a technology by which broad band services are 

of fered t o  consumers? 

A Yes, i t  i s .  

Q And DSL i s  not the only  technology by which broad 

band services are of fered t o  consumers, i s  it? 

A No. 

Q I n  fac t ,  broad band i s  evolving across mul t ip le  

electronic platforms, i s n ' t  it? 

A Yes. 

Q The FCC has pointed out t h a t  those platforms include 

M i  re1 ess , r i g h t ?  

A Yes. 

Q They include cable? 

A Yes. 

Q They include s a t e l l i t e ?  

A Yes. 

Q And when FDN s e l l s  i t s  DSL-based o f fe r ings  today, i t  

i s  competing w i th  the broad band service of fered by cable 

:ompani es , i sn t it? 

A We r e a l l y  don ' t ,  M r .  Turner. I mean, i n  some 

instances I have had customers says, hey, I can get Roadrunner, 
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)ut i t  i s  very, very few. 

then - - i f  we were going t o  res ident ia l  I th ink  we would see i t  

1 l o t  more. 

I f  we were t o  go i n t o  res ident ia l ,  

MR. TURNER: Madam Chair, may I ask t h a t  we be 

1llowed t o  hand a document t o  the witness and d i s t r i b u t e  i t  t o  

the par t ies,  as wel l .  

CHAIRMAN JABER: Sure. 

MR. TURNER: Madam Chair, may we mark t h i s  f o r  

i den t i f i ca t i on ,  please. I th ink  i t  i s  Exh ib i t  63. 

CHAIRMAN JABER: And i s  i t  a page from FDN's website? 

MR. TURNER: Yes, ma'am. 

CHAIRMAN JABER: Exh ib i t  63 i s  an FDN website page. 

(Exhib i t  63 marked f o r  i d e n t i f i c a t i o n . )  

3Y MR. TURNER: 

Q Mr. Gallagher, you w i l l  agree w i t h  me, won't you, 

that t h i s  i s  a page from the FDN.com website? 

A Yes. 

Q And a t  the top i t  says ADSL, r i g h t ?  

A Yes. 

Q And down near the bottom i t  says quotes from ADSL 

Jsers, r i g h t ?  

A Right. Yes, I was incor rec t .  We do compete w i th  

cable modems f o r  our SOH0 ADSL package. 

have a cer ta in  segment we do compete wi th .  

I was wrong. We do 

Q Okay. So when you are s e l l  i n g  DSL-based services, 
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'ou are, i n  fact, competing w i t h  cable companies, aren't you? 

A Right .  Of those 1 ,000  ADSL lines we wholesale from 
'ou a l l ,  several hundred of those I would estimate are t o  SOHO, 

IOU know, small office home office users and they would have 
;he opt ion of the cable modem as you suggest. 

Q Go w i t h  me, i f  you w i l l ,  t o  Page 12, I believe i t  i s  
If your rebuttal testimony. Actually I h i t  the wrong bu t ton  on 
iy typewriter. I believe i t  is  Page 17. Mr. Gallagher, this 
s your chart for Zone 1 i n  which you calculate, as I 

inderstand i t ,  the average monthly cost per subscriber and t h a t  
s the cost t o  FDN under BellSouth's hybrid fiber copper loop 

roposal , right? 
A Yes. 
Q Now, on the far lef t  column, number of customers i n  

Ione 1 RT serving area? 
A Yes. 
Q I take i t  t h a t  w h a t  you have done there is  you 

!stimated i f  you serve one customer out  of a remote terminal, 
- 9  4, 8, whatever, t h a t  is  the number of customers t h a t  you 

iould be providing DSL service t o  through the remote terminal, 
' igh t?  

A Correct. 

Q 
*ight?  

And you have included the DSLAM monthly charges, 

A Yes. 
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Q The D S - 1  monthly charges you corrected, and I bel ieve 

they went up by about 50 cents? 

A Yes, s i r .  

Q Just so I don' t  have t o  do math i n  my head, l e t ' s  use 

your numbers i n  your testimony w i t h  tha t  understanding, okay? 

A Okay. 

Q You have got your d i s t r i b u t i o n  subloop monthly 

charges, r i g h t ?  

A Yes. 

Q You added those f igures up, those three f igures and 

you came t o  the t o t a l  monthly recurr ing charge, r i g h t ?  

A Yes. 

Q And then as I understand i t  w i th  your average monthly 

cost t o  subscriber, per subscriber, what you d i d  was you 

divided the t o t a l  monthly recurr ing charges i n  t h a t  column by 

the number o f  customers served through the RT depicted i n  the 

same row, r i g h t ?  

A Yes. This i s  j u s t  f o r  Zone 1. 

Q Yes, s i r .  

A 

areas, so probably a Zone 2 number would be be t te r ,  but we 

could use t h i s .  

Which as we can see i s  a shrunken number o f  potent ia l  

MR. TURNER: Madam Chair, i f  I may, I would l i k e  t o  

grab the mike and go up t o  the easel there and possibly draw a 

few things on the board. 
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CHAIRMAN JABER: Sure. 

BY MR. TURNER: 

Q Now, Mr. Gallagher, i f  I reca l l  correct  

i s  serving only business customers, r i g h t ?  

A Yes. 

Q And can we agree t h a t  BellSouth's r e t a i  

i s  ca l l ed  Fast Access? 

A Yes. 

694 

y, today FDN 

DSL service 

Q Do you happen t o  know what BellSouth charges i t s  

business r e t a i l  customers f o r  Fas t  Access service? 

A I t h ink  t h a t  depends on the number o f  I P  addresses 

that  they buy from DHP a l l  the way up t o  a ce r ta in  number. 

Q Yesterday i n  testimony Mr. R u s c i l l i  t e s t i f i e d  t h a t  i t  

i s  around $79.95 f o r  one l i n e .  W i l l  you accept t h a t  subject t o  

check? 

A Yes. How many I P  addresses does t h a t  g ive you? Does 

that give you one o r  f i v e  or  - - 
Q I don ' t  know. I f i g u r e  the more I P  addresses, the 

higher i t  would cost, r i g h t ?  

A Right. 

Q We w i l l  check on tha t .  I ' m  p r e t t y  sure t h a t  i s  

wobably about the minimum t h a t  we could do there. 

A Okay. 

Q Now, i f  FDN served 16 end users out o f  a DSLAM i n  

Zone 1, under the numbers t h a t  you have there on your chart  
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t h a t  i s  going t o  come out t o  about - -  do I have i t  r i g h t  - -  
$66.71 per month? 

A Yes, 12 users would be 66.71. 

Q Okay. Actual ly,  l e t ' s  go t o  16. I f  i t  were 16 end 

users i t  would be 52.68 per month, r i g h t ?  

A Yes. 

Q Now, t h a t  would al low FDN t o  provide xDSL service t o  

one o f  i t s  business customers, r i g h t ?  

A That i s  j u s t  the t ransport  pa r t .  We s t i l l  have t o  do 

the upstream In te rne t  pa r t ,  also. 

Q But as f a r  as the t ransport  piece t h a t  you would have 

t o  buy from BellSouth, t h a t  gets you what you need t h a t  you can 

add your In te rne t  s t u f f  on top o f ,  r i g h t ?  

A That i s  f o r  the 16th customer, correct .  

Q 

r i g h t ?  

Right. And we have assumed 16 customers i n  Zone 1, 

A Right. 

Q Now, the 79.95 r e t a i l  r a t e  f o r  Bel lSouth's DSL 

service t o  business customers i s  about 50 percent higher than 

that $52.68 cost f igure ,  i s n ' t  it? 

A Roughly, r i g h t .  But does t h a t  79.95 include In te rne t  

access, a1 so? 

Q 
A Okay. So I don ' t  know tha t  t h a t  i s  apples-to-apples. 

Q Well, the UNE t h a t  you would have t o  buy t o  add your 

It includes the  whole shooting match. 
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In te rne t  o f f i c e  on top o f  i s  $56, r i g h t ?  

A 52.68. 

Q 

bucks? 

52. So t h a t  leaves you w i t h  about - -  i s  t h a t  25 

A Right. 

Q And t h a t  i s  50 percent above what BellSouth s e l l s  i t s  

ADSL service fo r .  We can agree t o  tha t ,  r i g h t ?  

A Right. But I ' v e  got pay an upstream In te rne t  I P  guy 

f o r  the I P  bandwidth, too. So I have other costs. 

Q Well, when BellSouth provides t h i s  i t  has got t o  

provis ion the D S - 1  service and i t  has got t o  the  add the I S P  

s t u f f  on top o f  it, r i g h t ?  

A Right. 

Q Now, i f  you had 12 customers out o f  t h a t  DSLAM, t h a t  

i s  going t o  cost FDN $66.71 a month, r i g h t ?  

A Right. 

Q That i s  s t i l l  above the $79.95 r e t a i l  r a t e  f o r  

3el lSouth's Fast Access service t o  business customers i n  Zone 

I ,  r i g h t ?  

A I t ' s  s t i l l  below, yes. 

Q 
A Right. 

Q 

And i t  i s  about 20 percent below, r i g h t ?  

Now, i n  the 271 case you t e s t i f i e d  t h a t  i n  order t o  

zompete FDN has t o  have the  a b i l i t y  t o  provide voice and data, 

might? 
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A Yes. 

Q So I would imagine you would agree w i t h  me t h a t  i f  

you were t o  buy t h i s  TELRIC-based s t u f f  from BellSouth and 

i rov ide DSL service t o  a business end user i n  Zone 1, you would 

j l s o  want t o  provide voice service t o  t h a t  business end user i n  

lone 1, r i g h t ?  

MR. FEIL: Excuse me. I have t o  interpose an 

ib ject ion.  That was a long question and I d i d n ' t  even 

inderstand it. 

MR. TURNER: Well, there i s  a reason f o r  t ha t ,  i t  was 

ioor l  y worded. 

MR. FEIL: Sorry. 

3Y MR. TURNER: 

Q You would want t o  provide both voice and data service 

:o the end user, r i g h t ?  

A Well, i n  t h i s  scenario I would have to .  Because when 

ve compete w i th  you a l l  i n  the marketplace, t h a t  79.95 r ides  

iver a BellSouth phone l i n e ,  so the customer i s  e f f e c t i v e l y  

j e t t i ng  a phone l i n e  included i n  t h a t  79.95. So, you know, FDN 

:an7 take tha t  phone l i n e  r i g h t  now t h a t  t h a t  t h i n g  i s  r i d i n g  

in. 

Q But i f  the customer i s  going t o  be ge t t i ng  voice 

service from BellSouth over t h a t  phone l i n e  i t  i s  going t o  pay 

;omething i n  addi t ion t o  the $79 i t  i s  paying f o r  the ADSL, 

*i ght? 
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A Correct. 

Q Okay. Now, worst-case scenario, can we agree tha t  an 

4LEC who were t o  buy the combined o f f e r i n g  t h a t  you ta lked  

about, the hybr id loop model t h a t  i s  i n  your study? 

A Right. 

Q I f  an ALEC were t o  buy t h a t  t o  provide xDSL service 

to i t s  end users, worst-case scenario i t  could buy add i t iona l l y  

3 UNE-P from BellSouth and provide voice t o  t h a t  same customer, 

r i gh t?  

A UNE-P from BellSouth, yes. O r  UNE copper, r i g h t ,  or  

the loop. 

Q It could buy j u s t  a piece o f  it, r i g h t ?  

A Right. 

Q 

A Right. 

Q 

And t h a t  i s  going t o  cost less  than the UNE-P, r i g h t ?  

But worst-case scenario, t he  highest cost scenario, 

they can buy a UNE-P t o  provide the  voice and they can buy t h i s  

I f f e r i n g  i n  your testimony t o  provide the  xDSL, r i g h t ?  

A Right. 

Q So i f  they buy the o f f e r i n g  i n  your testimony i n  Zone 

I i n  F lo r ida  - -  
MR. FEIL: Can I ask f o r  c l a r i f i c a t i o n ?  When Mr. 

rurner i s  r e f e r r i n g  t o  the o f f e r i n g  i n  Mr. Gallagher's 

testimony, are you r e f e r r i n g  t o  the  numbers? 

MR. TURNER: I ' m  t a l k i n g  about the  TELRIC-based 
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numbers t h a t  we submitted and t h a t  he depicts i n  his testimony 
on Page 17. 

MR. FEIL: Okay. Thank you. 

BY MR. TURNER: 

Q 
A 

So i f  you are serving - - 
There i s  an important th ing  t h a t  I want  t o  make sure 

I understand you are t a l k i n g  about.  In our previous - -  like 
when I t a l  ked before about t a l  king t o  Mr. Ferraro about 
collocating a t  a remote, a b ig  part of the problem - -  assuming 
we could solve the space, the power, you know, the logistical 
issues associated w i t h  t h a t ,  we could never get - - interchange 
between the companies a map showing the serving area of t h a t  
remote. 

In other words, I have the serving area of the, you 

know, Gainesville main CO. I know what  t h a t  is .  B u t  the 
remotes t h a t  are i n  Gainesville, i n  order t o  send my marketing 
force i n t o  the market, i n t o  this specific area, I would have t o  
have a l l  the customers and their addresses served by t h a t  
remote. So you would have t o  give me access t o  t h a t ,  and t h a t  
has been an area i n  the past  where we haven't been able t o  
exchange t h a t  information. 

COMMISSIONER PALECKI: Mr. Gallagher, I would like t o  
interrupt you here. I believe i n  the arbitration docket there 
was testimony from BellSouth t h a t  they would provide t h a t  t o  
you. 
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THE WITNESS: Okay. Assuming t h a t  we would have t o  

have tha t  t o  be so e f f i c i e n t  t o  be able t o  go i n  and s e l l  16, 

you know, f i l l  up tha t  DSLAM, we would have t o  know exact ly  

where the boundaries were. 

COMMISSIONER PALECKI: Have you requested any data t o  

t ha t  e f f e c t  from BellSouth? 

THE WITNESS: Not since the a r b i t r a t i o n  hearing, but 

i n  the - -  when I mentioned before how we wanted t o  get t h i s  

started, the f i r s t  t h ing  we asked BellSouth was, okay, can you 

break your remotes up and give us the serving f o o t p r i n t  so we 

can see which remotes we want t o  go t o  and where they are, and 

we were unable t o  get t h a t  data. 

COMMISSIONER PALECKI : But I do remember co r rec t l y  

t ha t  testimony, do I not? Did you hear the same testimony a t  

the a r b i t r a t i o n  hearing t h a t  they would provide tha t?  

THE WITNESS: Right, they would. That i s  a key 

assumption, t h a t  information exchange. 

MR. FEIL: And, Commissioner, f o r  the  record, t h a t  

was e i the r  a t  the a r b i t r a t i o n  o r  i t  may have been a t  the  271 

hearing, but I remember consis tent ly  w i th  what you do. 

COMMISSIONER PALECKI: Actual ly,  I t h i n k  i t  was a t  

the 271 hearing. 

BY MR. TURNER: 

Q So f o r  the purposes o f  t h i s ,  Mr. Gallagher, l e t ' s  

assume t h a t  we can resolve those issues and you can get the 
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information you need, okay? 

A Okay. 

Q Now, under t h i s  worst-case scenario i n  Zone 1, an 

ALEC could buy and we are assuming the ALECs bought the 16-port  

hybrid copper/fiber loop t h a t  i s  i n  your testimony here and 

f i l l e d  up a 16-port  DSLAM, okay. They are going t o  pay, the 

4LEC would pay 52.68 per customer under the numbers i n  your 

testimony , r i  ght? 

A 

Q 

For the DSL transport ,  yes. 

And f o r  the UNE-P, l e t ' s  look over here, which i s  a 

:hart from one o f  WorldCom witnesses t h a t  has BellSouth's 

roposed rates f o r  UNEs. And we see i n  Zone 1 the t o t a l  cost 

inder Bel 1 South ' s proposed rates as $20.79, r i g h t ?  

A Correct. 

Q 
A Okay. 

Q 

L e t ' s  round i t  up t o  21, okay? 

So they could buy the UNE-P f o r  $21, r i g h t ?  They 

Zould serve DSL over the hybr id  o f f e r i n g  and they could serve 

Joice over the UNE-P? 

A Yes. 

Q 
A Right. 

Q 

To the same customer, r i g h t ?  

And when you t o t a l  t h i s  up i t  i s  $73.68 f o r  the UNE 

:omponents tha t  they would have t o  purchase from BellSouth t o  

i rovide those services, r i g h t ?  
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A It appears so, yes. 

Q Now, look back over here a t  the components o f  the 

average UNE-P cost chart .  Features are included, r i g h t ?  

Right. What features are those? 

Features o f  the switch. 

Like everything from hunting t o  voicemail t o  - -  
Everything i n  the switch. 

Okay. 

Now, i f  BellSouth were providing ADSL 

customer, the business customer were t 

tha t  service, r ight? 

A Right. 

bu 

service t o  a 

pay 79.95 f r 

Q That i s  even higher than the cost o f  the  hybrid loop 

plus the UNE-P, r i g h t ?  

A Right. 

Q But, as we have already mentioned, i f  the customer i s  

also ge t t ing  voice service from BellSouth, they are going t o  

pay addi t ional ,  r i g h t ?  

A Right. 

Q Are you f a m i l i a r  w i th  BellSouth's complete choice f o r  

bus ness of fer ing? 

A Yes. 

Q Is i t  your understanding t h a t  t h a t  o f f e r i n g  provides 

a l i n e  and up t o  30 features o f  the switch t o  the  business 

customer? 
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A Yes. 

Q I have the t a r i f f s  here. We need t o  hand them out, 

but  would you assume wi th  me subject t o  check - -  ac tua l ly ,  l e t  

me look i t  up here. Would you assume w i t h  me subject t o  check 

t h a t  the  leas t  expensive ra te  f o r  a one l i n e  business complete 

choice customer i n  Flor ida i s  $52? 

A Yes. 

Q Did I do my math r i g h t ?  When I add 79.95 and 52.09, 

do I get 132.04? 

A 

Q Yes, s i r .  

A 

Q 
A Okay. 

Q But you don ' t  have res ident ia l  customers? 

A But I would l i k e  t o  be. I mean, I ' m  on ly  not because 

That i s  f o r  a business complete choice. 

A res ident ia l  i s  a very d i f f e r e n t  b i t  o f  math there. 

Well, we w i l l  get t o  tha t .  

O f  t h i s .  

Q Well, but  l e t ' s  look a t  t h i s .  Right now t h i s  allows 

you t o  provide DSL service t o  the business customers t h a t  you 

have today, r i g h t ?  

A Right. It would i f  I sent my sales force i n t o  one 

l i t t l e  area o f  town where they beat each other brains out t o  

j e t  16 - - you know, i t  j u s t  wouldn't  be e f f i c i e n t .  I would 

lave t o  buy these $684 setups a l l  over town and go i n  the hole 

3 huge amount o f  money u n t i l  I was able t o  f i l l  them up. 
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Q Well, we w i l l  come back t o  t h a t  i n  a minute. But 

assuming you have done tha t ,  assuming you have worked, assuming 

your market people have accomplished t h a t  goal. When you f i l l  

one up a t  16 ports,  you can provide - - you can buy what you 

need f o r  the DSL service and the voice service f o r  73.68, 

r i g h t ?  

A Right. 

Q And i f  the same customer bought Bel lSouth's r e t a i l  

ADSL service and BellSouth's complete choice w i th  business 

service, t ha t  customer woul d be payi ng Bel 1 South $132.04, 

r i g h t ?  

A Yes. 

CHAIRMAN JABER: Mr. Gallagher, t ha t  i s  an example 

using Zone l? 

THE WITNESS: That 's r i g h t .  

CHAIRMAN JABER: Where are your - -  does the f i t  the 

FDN s i tuat ion? 

THE WITNESS: Well, not  i f  the zones change, because 

we are i n  more - - twice as many Zone 2 COS. 

our customer base. So we d i d n ' t  do - - I don ' t  know why we 

d i d n ' t ;  we should have, but we d i d n ' t  do a Zone 2. We d i d  a 

Zone 3 analysis, and on Zone 3 analysis where Mr. Turner has 

52.68 i t  would be 109.44. So somewhere between 52.68 and 109 

would be the Zone 2 number. 

I mean, t h a t  i s  

CHAIRMAN JABER: So the r e a l i t y  i s  depending on the 
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zone you are competing i n ,  your o f f e r i n g  may be lower or  

higher? 

THE WITNESS: Correct. 

COMMISSIONER PALECKI : Are the Zone 2 numbers closer 

t o  Zone 1 or  t o  Zone 3? 

THE WITNESS: Commissioner, I don ' t  know. I c a n ' t  

t e l l  you exact ly  where they are. We could have t h a t  i n  a 

couple o f  days, but I don ' t  have t h a t  now. 

BY MR. TURNER: 

Q I need t o  make one correct ion.  Can we assume tha t  i f  

a business customer buys ADSL service and complete choice f o r  

business service from BellSouth, they get f i v e  bucks o f f  o f  the 

4DSL rate? 

A Yes. 

Q 

r i gh t?  

So t h i s  would drop t h i s  f igure  down t o  about 127.04, 

A Right. 

CHAIRMAN JABER: What was that? Mr. Turner, what i s  

it you j u s t  d id? 

MR. TURNER: Madam Chair, i f  a BellSouth business 

customer buys complete choice f o r  business and a lso buys the 

4DSL service, they get about f i v e  bucks o f f  o f  t h e i r  ADSL. So 

the r e t a i l  f i gu re  drops from 132.07 t o  127.04. 

3Y MR. TURNER: 

Q M r .  Gallagher, i n  your testimony I bel ieve you t e l l  
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JS how much BellSouth charges for its retail ADSL service for 
residential customers. Can you remind us of that number? 

I think it is 49 or $50 approximately. 
And if they get complete choice it is about five 

A 
Q 

mcks off? 
A Yes. 
Q Now, in order to purchase the UNEs in Zone 1 to 

Irovide DSL service to a residential customer in Zone 1, FDN is 
still going to pay the same 52.68, right? 

A Right. 
Q And to buy a UNE-P in Zone 1 to provide service to a 

mesidential customer, they are still going to pay 21, right? 
A Well , the way the new zones are, they don't touch 

nany residential customers anymore they are mostly business 
xstomers, Zone 1. So you have to use Zone 2 to make any 
:omparative math here I would believe. I mean, there certainly 
Ire some residential witnesses in Zone 1, but not as many as in 
lone 2. 

Q So you would add $5 to the UNE-P rate, right, for the 
!one 2? 

A Right. And your 52.68 changes considerably. I think 
it is going to be somewhere between 109 and 52. 

it 75 bucks. 
Q 
A No, I'm not sure. 

I mean, call 

Are you sure it falls in the middle like that? 
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We can check on that .  Le t ' s  go w i t h  the Zone 1. 

CHAIRMAN JABER: Mr. Gallagher, I need you t o  take me 

Q 

back t o  something you sa id so I can fo l low t h i s  l i n e  o f  

cross-examination. You sa id the way the zones are now there 

a ren ' t  a l o t  o f  res ident ia l  customers i n  Zone 1. 

THE WITNESS: Right. 

CHAIRMAN JABER: I n  terms o f  how BellSouth charges 

you f o r  those UNEs, what does t h a t  mean? Don' t  you s t i l l  pay 

Zone 1 wholesale rates? 

THE WITNESS: No. For example, i n  Or1 ando, the - - 
l e t ' s  see. Colonial cent ra l  o f f i c e ,  which i s  s o r t  o f  

everything east o f  downtown, the rates are $17.27 versus $12.79 

f o r  Zone 1 i n  the PSC ant ic ipated. So i n  the BellSouth 

proposed DSLAM setup, they also gave three pr ices,  Zone 1, Zone 

2, and Zone 3. 

CHAIRMAN JABER: Right. But i f  you were t ry ing t o  

serve someone i n  Zone 1 - - 
THE WITNESS: Well, Mr. Turner i s  doing the Zone 1 

example, but  my argument i s  - - and t h a t ' s  a b i g  p a r t  o f  why we 

are here, there i s  a l o t  more Zone 2s than there are Zone 1s 

now. It used t o  be the  other way around. 

CHAIRMAN JABER: So your po in t  i s  the p r i c i n g  t h a t  we 

r e a l l y  should focus on i n  terms o f  concentrating on developing 

a competit ive market i s  t he  Zone 2 pr ic ing? 

THE WITNESS: Correct. It i s  the  ma jo r i t y  o f  the 
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central  o f f i ces  now. 

CHAIRMAN JABER: A l l  r i g h t .  But t o  answer my 

o r ig ina l  question so I can move o f f  o f  t h i s ,  t o  the degree you 

are serving anyone i n  Zone 1, Zone 1 p r i c i n g  governs? 

THE WITNESS: Correct. That i s  exac t ly  r i g h t .  

BY MR. TURNER: 

Q Mr. Gallagher, we can agree, c a n ' t  we, t h a t  i f  the 

UNE rates increase from Zone 1 t o  Zone 2 t o  Zone 3 - - 

A Right. 

Q - - i t  stands t o  reason t h a t  Bel 1South's cost o f  

providing i t s  own services increases from Zone 1 t o  Zone 2 t o  

Zone 3? 

A That 's where I seem t o  be missing it, because i n  the 

COS t ha t  I ' v e  been i n  t h a t  are now Zone 2 COS, they are 

massive. They are j u s t  massive, dense COS. And I j u s t  don ' t  

understand how those can move up t o  $17 a loop i n  there. They 

are o l d  COS, they are dense, they are huge. 

i n t u i t i o n  t h a t  these would be Zone 2. 

Brooksvi l le, you know, and something i n  the  o u t s k i r t s  o f  Vero 

3each or  something, but  r i g h t  i n  downtown Orlando or  downtown 

Jacksonvil le o r  Lauderdale, I j u s t  don ' t  see t h a t .  

It goes against 

I could see something i n  

Q And i n  saying t h a t  you are tak ing  issue w i t h  the Zone 

2 t ha t  the Commission i t s e l f  has established, r i g h t ?  

A Yes. 

Q Stay w i th  me f o r  now f o r  the zones t h a t  the 
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:ommission did,  i n  fac t ,  establ ish,  okay? 

A 

Q 
A 

Q 
A 

Q 
A 

Q 
A 

Q 
A 

Q 
A 

Q 
A 

Q 
A 

Q 
A 

Q 
A 

Okay. 

Now, the greens are the Zone Is,  r i g h t ?  

Right. 

Where i s  tha t ,  i s  t h a t  Jacksonvi l le? 

Yes. 

Downtown? 

Clay, yes. 

Where i s  tha t?  

That 's Or1 ando Magnol i a. 

Downtown? 

Yes. 

Where i s  t h i s ?  

Cocoa main. 

Downtown? 

Yes. 

Where i s  t h i s ?  

I bel ieve t h a t  i s  what i s  ca l l ed  Gardens. 

What i s  t h i s ?  

Which one? 

This one down here. 

That would probably be Miami Grande and Canal and A1 

imbra (phonetic). 

Q Downtown? 

A Yes. 
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Q 

ireas? 

Are there apartment bu i ld ings downtown i n  those 

A Yes. 

Q Lots o f  res ident ia l  customers l i v i n g  i n  those 

jpartment bui  1 dings? 

A Yes. 

Q When CLECs decide t o  go i n  the res ident ia l  market 

that i s  a p r e t t y  l uc ra t i ve  th ing  f o r  them t o  look f o r ,  i s n ' t  

it? 

A There are some res customers i n  Zone 1. 

Q Le t ' s  look a t  Zone 1 res ident ia l  rates.  Zone 1, 

again, i n  order t o  provide DSL and voice over UNE-P an ALEC 

Mould pay $72.68 t o  BellSouth, r i g h t ?  

A Yes. 

Q Now, the ADSL - -  
COMMISSIONER DEASON: I thought t h a t  $25 was Zone 2? 

MR. TURNER: I changed i t  when they said Zone 2, so 

l e t  me do t h i s  again. Thank you, Commissioner. 

3Y MR. TURNER: 

Q So what we have here i s  the Zone 1 hybr id  

zopper/fiber loop cost f o r  a 16-por t  DSLAM f i l l e d  up, right 

A F i l l e d  up 16-port  DSLAM. 

Q And t h a t  i s  the 52.68, r i g h t ?  

A Right. 

Q What we have here i s  the rounded up $21 per UNE i n  
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Zone 1, r i g h t ?  

A Right. 

Q 
A Right. 

Q 

And when you add them up t h a t  i s  $73.68, r i g h t ?  

And you pay tha t  same amount f o r  these UNEs whether 

you are serving a business or  res ident ia l  customer, r i g h t ?  

A Right. 

Q Now, BellSouth's r e t a i l  r a t e  f o r  i t s  ADSL service t o  

a res ident ia l  customer w i th  complete choice i s  about $45, 

r i g h t ?  

A Right. 

Q Can we agree subject t o  check t h a t  Bel lSouth's r e t a i l  

rate f o r  complete choice t o  res ident ia l  subscribers i s  $30? 
A Yes, but not everybody buys complete choice. I mean, 

it i s  your most expensive o f fe r ing ,  and I can understand why 

you would want t o  i l l u s t r a t e  it, so I w i l l  go w i t h  you. 

Well, when you buy those features f o r  $2.26 under the Q 
JNE, when an ALEC buys a UNE-P, i t  gets the features f o r  2.26, 

r igh t?  

A I am unfami l iar  w i t h  UNE-P, so I w i l l  take your word 

for it. 

Q And can you assume subject t o  check t h a t  an ALEC who 

je ts  those features w i th  UNE-P can provide a l l  t he  features 

that the switch allows t o  i t s  customer? 

A Yes. 
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Q And can we agree t h a t  the res ident ia l  complete choice 

pate o f  $30 allows the res ident ia l  customer t o  get some, but 

l o t  a l l  o f  those features o f  the switch? 

A Okay. 

Q 

A Yes. 

Q 

Can we agree t o  tha t?  

Okay. So when you add these two numbers together you 

w e  coming up w i th  75 bucks, r i g h t ?  

A Yes. 

Q Compared t o  73.68? 

A Right. 

Q The r e t a i l  p r i ce  down here i s  higher than the UNE 

iri ce, r i g h t ?  

A Right. 

Q 

mesident ia l  customers, you are going t o  be ge t t i ng  - -  o r  you 

lave t o  work w i th  not on ly  the  margin between the  75 and the 73 

iere i n  Zone 1, but the other margin we ta lked about e a r l i e r  

vhich i s  much higher, r i g h t ?  

And i f  you are providing service t o  both business and 

A Right. 

MR. TURNER: Madam Chairman, I want Lo put t h i s  down 

m d  go back and s i t  a t  my tab le,  i f  I may. 

BY MR. TURNER: 

Q Mr. Gallagher, j u s t  t o  c l a r i f y ,  we can agree, can ' t  

we, t h a t  there are ways f o r  t he  ALEC i n  my example t o  provide 
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voice service t o  t h a t  same customer other than having t o  pay 

$21 f o r  a separate UNE-P, r i g h t ?  

A Right. Well, i n  the case o f  the UNE you are 

proposing or  the 16-por t  DSLAM? 

Q No, I ' m  j u s t  t a l k i n g  about t o  provide - -  yes, i n  

conjunction w i t h  the DSLAM o f fe r i ng  we have up here - -  
A Right. 

Q - -  there are ways f o r  the ALEC t o  use i t s  own 

f a c i l i t i e s  or even purchase subloop elements and provide voice 

service t o  the same customer without having t o  pay $21 t o  get 

f u l l  UNE-P? 

A Yes. You could buy the loop, r i g h t ,  the e n t i r e  loop. 

Q Right. Now, go w i th  me t o  Page 20 o f  your rebut ta l  

testimony. I r e a l i z e  I ' m  p ick ing up i n  mid-sentence up there 

on Line 1, and fee l  f ree  t o  add anything you want t o  t o  it, but  

I want t o  ask you about your statement t h a t  says, "It would be 

much more e f f i c i e n t  f o r  four car r ie rs  together t o  use 15 por ts  

on one 16-port  DSLAM than t o  use less than 25 percent o f  the 

t o t a l  capacity o f  four separate DSLAMs." Do you see tha t?  

A Yes. 

Q L e t ' s  go back t o  the example t h a t  I was using before 

we had some questions from the Commissioners. Assume w i t h  me 

tha t  an ALEC f inds  a remote terminal where there i s  not a 

BellSouth DSLAM and puts h i s  own 16-por t  DSLAM i n  t h a t  remote 

terminal, okay? 
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A Okay. 

Q And assume wi th  me t h a t  three other ALECs come and 

say, hey, l e t  us j o i n  i n  on t h i s .  We would l i k e  t o  share and 

get some e f f i c i ency  out o f  t ha t .  

A Okay. 

Q 

A No. 

Q And so you could gain e f f i c i enc ies ,  j o i n t s  use 

Nothing prevents t h a t  from happening, does it? 

e f f i c i enc ies  i f  FDN, f o r  example, put a DSLAM i n  a remote 

terminal and you shared i t  w i t h  other ALECs? 

A Theoret ical ly,  yes. 

Q 

p l  ease. 

Go w i th  me t o  Page 27 o f  your rebut ta l  testimony, 

MR. TURNER: Madam Chair, before I forget,  j u s t  as a 

housekeeping matter, I assume when M r .  F e i l  requested or  when 

Mr. Gallagher ac tua l l y  requested t o  withdraw port ions o f  h i s  

testimony as designated, t h a t  request was granted and those are 

no longer p a r t  o f  the record. 

got my record s t ra igh t .  

I j u s t  want t o  make sure I ' v e  

CHAIRMAN JABER: Right. We inser ted i n t o  the record 

the testimony as corrected today. 

MR. TURNER: Thank you, ma'am. 

BY MR. TURNER: 

Q Mr. Gallagher, I ' m  going t o  draw your a t ten t ion  t o  

Lines 13 through 17. There you describe the  xDSL loop t h a t  you 
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want t h i s  Commission t o  order BellSouth t o  provide i n  t h i s  

proceeding, r i g h t ?  

A Yes. 

Q S tar t ing  on Line 14, you say the Commission should 

require Bel lSouth t o  o f f e r  unbundled packet switching as par t  

o f  any loop tha t  t o  be xDSL capable would require packet 

switching on the customer side o f  the central o f f i c e .  Do you 

see that? 

A Yes. 

Q As I understand it, t h a t  i s  consistent w i t h  your 

request i n  the FDN a r b i t r a t i o n  proceeding f o r  a UNE loop tha t  

ended a t  the main d i s t r i b u t i o n  frame on the central  o f f i c e ,  

r i g h t ?  

A Yes. 

Q Assume w i th  me t h a t  the Commission were t o  grant some 

sor t  o f  a UNE access t o  the DSLAM, okay? 

A Yes. 

Q And assume w i th  me t h a t  FDN and BellSouth both had 

end users served from t h a t  DSLAM, okay? 

A Yes. 

Q Can we agree tha t  the t r a f f i c  going back from tha t  

ISLAM a t  the remote terminal t o  the central o f f i c e  i s  going t o  

be packetized? 

A Yes. 

Q And i t  i s  going t o  include FDN's packets and 
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BellSouth's packets, r i g h t ?  

A Right. 

Q And i f  BellSouth simply dropped tha t  o f f  a t  the main 

d i s t r i b u t i o n  frame, without something else i t  a i n ' t  going t o  be 

much good, i s  it? 

A No. And, i n  fac t ,  I th ink  we have said tha t  we would 

meet you j u s t  as we meet you now when we buy your wholesale 

9DSL. We w i l l  meet you a t  your packet switch a t  a po int  you 

define and p ick  up packets. That 's f i n e  w i th  us. 

You w i l l  meet us a t  our packet switch? 

Yes. Right now when we buy your wholesale ADSL i n  a 

par t i cu la r  market i n ,  say, For t  Lauderdale, you say you a l l  i n  

wder t o  buy the product need t o  meet us a t  the ATM level  a t  

the Hol 1 ywood CO, and so we do. 

Q 

A 

Q When you say you want t o  meet us a t  our packet switch 

under t h i s  UNE-P arrangement - -  I ' m  sorry, t h i s  UNE arrangement 

you are asking f o r ,  do I understand you t o  be saying t h a t  you 

dant BellSouth t o  take t h a t  packetized data, run i t  through our 

4TM switch and then give you your packets? 

A Just as a s imp l i f i ed  means t o  hand o f f ,  yes. That 

dould f a c i l i t a t e ,  you know, we f igure  t h a t  would be the easier 

day t o  do it. 

Q That i s  d i f f e r e n t  than simply dropping i f  o f f  a t  the 

nain d i s t r i b u t i o n  frame, i s n ' t  it? 

A Right. 
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Q Can we agree t h a t  what FDN i s  r e a l l y  asking f o r  - -  
l e t  me ask i t  t h i s  way. FDN can already purchase the UNEs from 

BellSouth's tha t  i t  needs t o  provide voice service t o  FDN 

customers, r i g h t ?  

A Yes. 

Q What FDN i s  asking f o r  i n  t h i s  proceeding i s  some 

so r t  of an xDSL capable UNE loop, r i g h t ?  

A Yes. 

Q And you want t o  use t h a t  UNE loop p r i m a r i l y  t o  

provide In ternet  access services, r i g h t ?  

A Right. 

Q And hasn't  the FCC found t h a t  ISP-bound t r a f f i c  i s  

not  loca l  t r a f f i c ?  

A Subject t o  check, I guess, yes. 

Q W i l l  you also agree t h a t  i n  a t  l e a s t  two p r i o r  

a r b i t r a t i o n  proceedings before the FDN proceeding, t h i s  

Commission has ru led  t h a t  the DSLAM f u n c t i o n a l i t y  i s  not the 

UNE? 

A 

Q 
the FCC i 

unbundled 

A 

Q 
t o  take a 

Uh-huh, yes. 

And we can also agree tha t  i n  the  UNE remand order 

:sel f decl ined t o  order packet swi ch ing  as an 

1 oop? 

Yes. 

So i n  t h i s  proceeding you are asking t h i s  Commission 

loop tha t  you want t o  provide ISP-bound t r a f f i c  on, 
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ind despite the fac t  t ha t  the FCC has said t h a t  t r a f f i c  i s  

n ters tate i n  nature and we are not going t o  unbundle it, you 

ire asking t h i s  s ta te commission t o  unbundle i t  anyway, r i g h t ?  

Right. But I might not j u s t  be doing I S P  t r a f f i c  on A 

I might be doing other appl icat ions. t. I might be, you 

mow, I could put loca l  voice on it. I could, you know, stream 

ride0 or  th ings o f  t h a t  nature. 

MR. TURNER: I have nothing fu r ther .  Thank you, 

ladam Chai rman. 

CHAIRMAN JABER: Thank you. S t a f f .  

CROSS EXAM1 NATION 

IY MS. KEATING: 

Q Good afternoon, Mr. Gallagher. 

A Good afternoon. 

Q I have r e a l l y  j u s t  got some fo l low-up questions on 

;ome questions t h a t  Mr. Turner asked you. And t h i s  f i r s t  one 

I S  something t h a t  he j u s t  touched on t h a t  I ' m  no t  sure t h a t  I 

%ea1 l y  understood your answer f o r  sure. Your proposal includes 

1 DSLAM, unbundled on a por t -by-por t  basis, correct? 

A Yes. 

Q As well  as shared transport  from the  remote terminal 

lack t o  the central  o f f i c e ,  i s  t ha t  correct? 

A Yes. 

Q Okay. And then a t  the central o f f i c e  would you also 

-equi r e  a packet switch? 
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A Yes. That 's i d e a l l y  what we would - -  you know, we 

are f i n e  e i the r  way, but we are o f f e r i n g  t h a t  as i t  seems l i k e  

t h a t  i s  the way they hand o f f  the t r a f f i c  now under the 

wholesale arrangement, so we are assuming the UNE would be 

s i m i l a r  i n  nature t o  tha t .  

Q Okay. And t h i s  i s n ' t  i den t i ca l  t o  what BellSouth has 

modeled and costed f o r  t h i s  proceeding, r i g h t ?  

A This i s  o r  i s  not, I ' m  sorry? 

Q I s  not, I ' m  sorry. I s  not i den t i ca l ,  i s  t h a t  

correct? 

A No. 

Q Now, j u s t  so I can t ry  t o  understand how the packets 

would flow, when BellSouth and FDN's commingled packets are 

s p l i t  out by the packet switch i n  

any addi t ional  equipment t h a t  wou 

packets from the packet switch t o  

the central  o f f i c e ?  

the central  o f f i c e ,  i s  there 

d be necessary t o  route FDN's 

FDN ' s col  1 oca t i  on presence i n 

A No, t h a t  would j u s t  be t ranspor t .  A dedicated - -  i t  
w i l l  go across a DS-1, DS-3, or  f i b e r .  L ike r i g h t  know on the  

wholesale arrangement when FDN, o r  AOL, o r  EarthLink buys the  

wholesale ADSL from BellSouth, we meet BellSouth a t  e i t he r  a 

T-1, T-3, or  op t ica l  leve l  t o  take those packets. So i t  would 

be the same thing. 

Q Okay. Let me make sure I understand. Would you 

agree w i t h  me t h a t  the  shared transport ,  the  packet switch i n  
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the central o f f i c e ,  and whatever addi t ional  t ransport  may be 

necessary t o  take FDN's packets from the switch t o  your 

presence i n  the central o f f i c e ,  those haven't been modeled and 

costed i n  t h i s  proceeding, i s  t h a t  correct? 

A Everything but the packet switch has. 

Q Okay. Then looking a t  your proposal, what 

information should the Commission use t o  establ ish a r a t e  f o r  

the broad band UNE t h a t  you have proposed? 

A 

BellSouth - -  BellSouth s e l l s  t h e i r  web and I P  services, you 

know, e-mail f o r  $21 a month. So i f  t h e i r  r e t a i l  r a t e  i s ,  you 

know, i s  49, then, you know, we are saying a s t a r t i n g  po in t  

would be the di f ference, you know, i n  the two. That would be 

theo re t i ca l l y  what they are showing as t h e i r  cost, you know. 

Well, we have bas i ca l l y  sa id tha t ,  you know, 

Q I guess I ' m  j u s t  wondering, t h a t  sounds l i k e  an 

estimate t o  me? 

A Yes. I mean, I don ' t  know what t h e i r  TELRIC 

bottom- up numbers rea l  1 y should be. 

Q So i s  there informat ion i n  the record t h a t  the 

Commission could use t o  es tab l i sh  a TELRIC-based rate? 

A I don ' t  know. I don ' t  know the answer t o  t h a t .  

Q L e t ' s  fo l low up on a d i f f e r e n t  po int .  You would 

agree w i th  me, wouldn't you, t h a t  the FCC ru les requi re meeting 

an impair standard i n  order t o  unbundle a new UNE, wouldn't  

you? 
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A Yes. 
Q Okay. And i f  I understand your d iscuss ion  w i t h  Mr. 

rurner when he was drawing, going through the different zones, 
i s  e s s e n t i a l l y  what you a r e  ge t t ing  a t  i s  t h a t  FDN i s  impaired 
f inanc ia l ly  based on what BellSouth has proposed a s  a hybrid 

f i  be rkopper  UNE? 

A I t  i s  f inanc ia l ly ,  l o g i s t i c a l l y .  I t  took us a long 
time t o  co l loca te  a t  110 BellSouth COS. We t h i n k  we a r e  the 
m l y  ones t h a t  were i n  t h a t  many i n  F lor ida .  And just t o  do, 
you know, t o  keep up w i t h  BellSouth t o  do the 3,000 t h a t  they 

have already done, just the ma te r i a l s ,  the co l loca t ion  
appl ica t ion  process ,  the maps and the cha r t s  t h a t  you would 
need t o  map where each remote was serving, the in t eg ra t ed  
marketing plan t h a t  i t  would t ake  i n  add i t ion  t o  the just pure 
f inanc ia l  ou t l ay  of the DSLAMs. 

I know i t ' s  going t o  be harder than they a r e  making 
i t  sound having phys ica l ly  gone through 100 co l loca t ions  w i t h  

them. There is  not  going t o  be space out  there. Augmenting i t  

is  going t o  be hard. There is  going t o  be a concre te  pad t h a t  
you a r e  going t o  have t o  pour next t o  i t  and you a r e  going t o  

going 
i ke 

have t o  get an easement from some 1 andowner, and you' re 
t o  have t o  pul l  i n  new power and do a l l  s o r t s  of stuff 

t h a t .  
MS. KEATING: Thank you, Mr. Gallagher.  That 

have. 
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CHAIRMAN JABER: Commissioners. 

COMMISSIONER PALECKI: I n  a per fect  world the 

so lut ion we should be looking f o r  and the so lut ion we should 

s t r i v e  t o  a t t a i n  i n  t h i s  docket should be one where BellSouth 

and a l l  o f  the CLECs are doing everything they can t o  s e l l  DSL 

service t o  the c i t i zens  o f  F lor ida i n  a l l  three zones i n  the 

hinter lands as well  as i n  the c i t i e s .  

THE WITNESS: Yes. 

COMMISSIONER PALECKI: You should be pu t t i ng  the f u l l  

5nergy o f  your marketing departments behind t h  t e f f o r t ,  and we 

should have numerous opportuni t ies f o r  our c i t i zens  t o  get DSL 

service. 

THE WITNESS: I agree. 

COMMISSIONER PALECKI : I n  order t o  accompl i s h  tha t ,  

~ o u l  d your company be w i  11 i n g  t o  purchase ex i s t i ng  DSLAM open 

l o r t s  rather than paying a monthly r a t e  as we see exempli f ied 

i n  your Figure 1 a t  Bel lSouth's cost. You get a customer f o r  

ISL, they have an open por t ,  would you be w i  11 i n g  t o  purchase 

that? Would you be w i l l i n g  t o  take t h a t  r i s k ,  one, t h a t  the 

xstomer may only s tay  w i th  you f o r  a few months; two, t ha t  

th is  might be obsolete equipment a t  the end o f  s i x  months? 

dould you be able t o  assume or  would you be w i l l i n g  t o  assume 

that r i s k  and purchase the open p o r t  a t  Bel lSouth's cost? 

THE WITNESS: Assuming t h a t  there was oversight o f  

the cost, t h a t  they weren't able t o  j u s t  set  it, subject t o  
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some p r e t t y  serious review, and tha t  I could be the  d i a l  tone 

provider,  you know, I could provide the voice frequency i n  your 

idea, i s  t ha t  - -  
COMMISSIONER PALECKI : That i s  correct .  

THE WITNESS: And I would have look a t  t ha t .  I th ink  

we would absolutely look a t  t ha t .  

COMMISSIONER PALECKI : Now, under t h a t  scenario, 

would you be w i l l i n g ,  since BellSouth has provided the i n i t i a l  

investment, the time, the energy, and the money t o  i n s t a l l  t h a t  

DSLAM, t o  pay them a reasonable re tu rn  plus t h e i r  cost? 

THE WITNESS: Yes. 

COMMISSIONER PALECKI : So, under those circumstances 

you would be assuming much o f  the r i s k  t h a t  was previously 

assumed by BellSouth. Especial ly the r i s k ,  one, t h a t  you lose 

the customer. You're s t i l l  l e f t  holding the  bag f o r  t h a t  

investment you made. Two, i f  t h i s  DSLAM technology i s  

obsolete and we have something new s i x  months from now t h a t  

e t e l y  technology o f  t he  past, you are 

bag and you are t a l k i n g  t h a t  r i s k  away 

makes a l l  o f  t h i s  comp 

s t i l l  l e f t  holding the 

from BellSouth. 

THE WITNESS: See, I don ' t  see the  r i s k .  Bel lSouth's 

re tu rn  on invested cap i ta l  i s  roughly 18 percent f o r  the l a s t  

couple o f  years. Their EBITDA margin i n  t h e i r  w i re  l i n e  

business i s  roughly 51 percent. Their r i s k  i s  no t  as great as 

I th ink  they are making i t  out t o  be. They are going t o  get - -  
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we're hearing them say they are f i l l i n g  up those DSLAMs. 

COMMISSIONER PALECKI: Well, l e t ' s  look a t  the other 

side o f  the coin. Would you be w i l l i n g ,  i f  you i n s t a l l e d  a 

DSLAM i n  a remote terminal, t o  make t h a t  DSLAM avai lable,  one, 

t o  BellSouth, and, two, t o  every other CLEC i n  the  State o f  

F lor ida a t  your cost on a per po r t  basis plus a reasonable 

return? 

THE WITNESS: Yes. 

COMMISSIONER PALECKI : And you would be w i  11 i n g  a f t e r  

you have made a large up- f ron t  investment, even though you know 

you can s e l l  a l l  16 ports,  someone e lse comes i n  when you s t i l l  

have four por ts  open and they say we want t o  purchase those 

four por ts  from you, you would be w i l l i n g  t o  go ahead and s e l l  

those? 

THE WITNESS: I would th ink  so j u s t  t o  accelerate the 

return on the investment. I would th ink  I would, yes. 

COMMISSIONER PALECKI: So i f  we set up as system as I 

am envisioning where - - and one more caveat , whoever puts the 

f i r s t  DSLAM i n  a remote terminal would s e l l  the por ts  t o  a l l  

comers. To a l l  CLECs, t o  BellSouth, t o  anyone who comes i n  

d i t h  a customer a t  t h a t  cost. Whoever gets there f i r s t  s e l l s  

the por ts  u n t i l  they are f u l l ,  and then whoever wants t o  put 

mother DSLAM i n  could do tha t .  Now, i f  we have a scenario 

l i k e  tha t ,  do we end up w i th  a s i t u a t i o n  where a l l  players, the 

:LECs as wel l  as BellSouth are s e l l i n g  DSL throughout the 
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state,  including i n  remote areas? Because the f i r s t  one who 

gets tha t  DSLAM i n  s e l l s  a l l  the por ts  u n t i l  i t  i s  f u l l  t o  a l l  

comers. 

THE WITNESS: Yes. I would th ink  theo re t i ca l l y  t h a t  

t h a t  would be - -  you know, I would have t o  th ink  about t h a t ,  

but  i t  sounds reasonable. The other t h i n g  t h a t  also happens i s  

i f  I got a customer i n  your scenario, ABC Company, and I bought 

t h a t  por t ,  l i k e  you said, you know, on a one-time basis. 

paid whatever do l l a rs  f o r  t ha t  por t .  And ABC Company goes out 

o f  business or  moves t o  another side o f  town where I haven't 

bought a por t  , because these smal 1 businesses , they move a 1 o t .  

What do I do then? Do I own tha t  po r t  forever and s l o t  f i v e  on 

t h a t  DSLAM? You know, the next customer I get I can put them 

on tha t  por t  i n  t h a t  area, or can I take tha t  po r t  w i th  me over 

t o  the next side o f  town where tha t  guy moved to?  

I 

COMMISSIONER PALECKI: Well , the dev i l  i s  i n  the 

de ta i l s ,  but the way I look a t  i t  i s  you would own t h a t  

pa r t i cu la r  por t  and when somebody wants DSL service o f f  o f  t h a t  

pa r t i cu la r  remote terminal, t h a t  whether tha t  i s  BellSouth or  

another CLEC, t h a t  your por t  would be put on the queue and i t  

would be open t o  the other customers then who wanted the DSL 

service. 

THE WITNESS: See, t h a t ' s  where I see i t  so r t  o f  

breaking down. I f  I was a bigger guy - - I mean, hopeful l y  I ' m  

j u s t  a l i t t l e  guy and we are going t o  grow i n t o  a b i g  company, 
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)ut when we are j u s t  a l i t t l e  company tha t  r e a l l y  hur t  us t o  be 

varehousing tha t  capacity a l l  over and chasing our customers 

jround. 

COMMISSIONER PALECKI: Yes, but the beauty i s  you are 

mly needing t o  purchase one por t  a t  a t ime as needed rather 

than the e n t i r e  DSLAM. 

THE WITNESS: I think,  you know, there i s  some 

j e f i n i t e  meri t  t o  t h a t  idea. Like you said, the  dev i l  i s  i n  

the de ta i l s .  

COMMISSIONER PALECKI : Thank you. 

CHAIRMAN JABER: Mr. Gallagher, do you remember the 

X C ' s  Third Report and Order t h a t  I th ink  your counsel passed 

3ut ear l  i e r  t o  cross-examine someone e l  se? 

THE WITNESS: Yes. 

CHAIRMAN JABER: I n  t h a t  order the FCC i d e n t i f i e d  - -  
de l l ,  they made the statement t h a t  i t  might be appropriate t o  

unbundle packet switching i n  1 i m i  ted  c i  rcumstances? 

THE WITNESS: Yes. 

CHAIRMAN JABER: Are you f a m i l i a r  w i t h  what those 

c i  rcumstances might be? 

THE WITNESS: I th ink  i t  i s  the impairment s i tua t ion .  

And, you know, again, I bel ieve t h a t  t h i s  i s  a l o c a l ,  you know, 

state issue and F lor ida i s  unique and c e r t a i n l y  should be 

considered a unique scenario where there i s  such impairment. 

CHAIRMAN JABER: Actual ly,  counsel, M r .  F e i l ,  you can 
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help me out here. I t ' s  not the Th i rd  Report and Order, i t ' s  

the Memorandum Opinion and Order dated November 16th, 2001. I s  

t h a t  the r i g h t  order? 

MR. FEIL: I don' t  be l ieve I passed out t h a t  one. 

CHAIRMAN JABER: Can I borrow another copy, please. 

It i s  the Th i rd  Report and Order, Mr. Gallagher, I apologize 

f o r  the confusion. The FCC i d e n t i f i e d  l i m i t e d  circumstances 

and you bel ieve tha t  i t  re la tes  t o  impairment i n  the 

res ident ia l  market. Would you agree w i t h  me t h a t  they said 

t h a t  there are s i tuat ions and concerns t h a t  the FCC i d e n t i f i e d  

re la ted  t o  market ent ry  i n t o  the res ident ia l  market? 

THE WITNESS: Yes. 

CHAIRMAN JABER: From your understanding o f  what the 

FCC stated, t e l l  me i f  you t h i n k  those circumstances e x i s t  i n  

F lor ida today, number one. And, number two, i f  those 

circumstances under t h i s  order warrant our unbundl ing packet 

switching? 

THE WITNESS: I do bel ieve t h a t  we are i n  the 

res ident ia l  argument very severely impaired due t o  the current 

arrangement wherein most res ident ia l  users on ly  have one phone 

l i n e .  So, we have so r t  o f  got  some ideas on marketing t o  them 

where we only  market t o  the Roadrunner, you know, the cable 

modem users because those fo l ks  have a loca l  phone l i n e  we 

could, you know, s e l l ,  put on our d ia l  tone. Right now the way 

i t  i s  set  up, as we have ta lked  about, i f  we s e l l  a loca l  
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res ident ia l  customer who has Bel lSouth Fas t  Access e i ther  

through BellSouth, or through AOL, or someone buying the 

dholesale product, we can ' t  be the d i a l  tone provider. We 

can ' t  put the bundle together t o  make i t  work. 

CHAIRMAN JABER: Okay. Now reconci le t h a t  w i th  your 

testimony tha t  you are not ye t  i n  the res ident ia l  market and 

the f a c t  t ha t  the FCC i n  t h i s  order recognizes t h a t  there i s  

some level  o f  competit ion i n  the smal l  business market and, 

therefore, packet switching should not be unbundl ed. 

THE WITNESS: Well, I th ink  they are saying i t  should 

not be unbundled where there i s  not impairment. And I th ink  

that t h i s  was sor t  o f  an older rulemaking i n  the so r t  o f  the 

go-go times when NorthPoint and Covad and Rhythms were v iab le 

Ent i t ies .  They were ge t t i ng  some o r ig ina l  market share i n  some 

D f  the towns i n  the northeast. And, you know, the f i r s t  place 

those fo lks  went were the b i g  c i t i e s ,  the older c i t i e s  t h a t  had 

copper p lant  t ha t  they could be successful a t .  

But I th ink  now we have evolved t o ,  you know, F lor ida 

i s  ac tua l l y  considered mostly T i e r - 2  c i t i e s .  Even though we 

are a b i g  state,  we don ' t  have the top MSAs. And now t h a t  

competit ion has h i t  t h a t  area, I th ink  t h i s  rulemaking i s  

somewhat dated. 

CHAIRMAN JABER: I n  i d e n t i f y i n g  your customers, would 

you c a l l  them smal l  business, medium, or large? 

THE WITNESS: S m a l l  and medium. 
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CHAIRMAN JABER: Thank you. Redirect. 

MR. FEIL: Thank you. 

RED1 RECT EXAM1 NATION 

3Y MR. FEIL: 

Q Mr. Gallagher, I have j u s t  a few questions. Mr. 

rurner asked you - -  Mr. Turner had asked you a few questions 

about whether or  not FDN had col located i n  a l l  110 BellSouth 

:Os a l l  a t  one time. Do you reca l l  t ha t  conversation? 

A Yes. 

Q I s  there any f a i r  comparison i n  co l l oca t i ng  a t  COS 

rlersus col 1 ocat i  ng i n remote termi nal s? 

A Theoret ical ly,  the  CO co l loca t ion  i s  easier. 

Q What about the sequence and method i n  which the 

201 1 ocation i s done COS versus remote terminal s? 

A There i s  a, you know, a couple o f  years running 

Irocess f o r  co l locat ing a t  a CO. And there i s  - -  t heo re t i ca l l y  

it i s  a la rger  bu i ld ing,  there i s  space there. Access issues 

w e  already f igured out versus a remote i t ' s  going t o  be on an 

indiv idual  case basis. Each one i s  going t o  have d i f f e r e n t  

space, power, and size issues t h a t  you w i l l  have t o  deal w i th  

I n  a case-by-case basis. 

Q When Mr. Turner was asking you questions e a r l i e r  on, 

1 don ' t  know whether or  not you w i l l  remember t h i s ,  but  the two 

I f  you kept r e f e r r i n g  t o  less than 1,000 reso ld  ADSL l i nes .  

rhroughout t h a t  conversation, r e f e r r i n g  t o  t h a t  1,000 or  less 
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t h a n  1,000 lines, you meant wholesale, d i d  you not? 
A Yes. 

Q Does the IDSL product t h a t  FDN sells  meet the FCC 

definition of broad band? 

A I believe broad band is  considered everything above 
128 and, therefore, I d o n ' t  t h i n k  i t  does. Or 144, I t h i n k  144 

is  the cutoff. 

Q I f  FDN would not i n  a theoretical world collocate a t  
a l l  12,000 BellSouth remote terminals i n  Florida a l l  a t  one 
time, how would i t  go about collocating i n  remote terminals, 
p u t t i n g  aside the impairment type argument? 

A 

Q Yes. 
A 

How would we go t o  do these? 

We would identify a market area and understand the 
footprint of each of the remote terminals and p u t  together a 
p lan  t o  bu i ld  a contiguous area of remote terminals. And then 
I would imagine s tar t  the process which would involve the 
col 1 ocati on appl i cati on process where you submit a form and 

BellSouth has a certain amount of time t o  get back t o  you, and 

they usually always take exactly the amount of time t h a t  they 
have. And you sort of go back and forth through the 
collocation process, the application process, and then you 

actually get moving on p u t t i n g  your gear i n .  

Q So you would have t o  deploy or seek t o  collocate i n  a 
contiguous area. And w h a t  would you consider a contiguous 
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area? 
A You know, several remote terminals connected 

together. 
Q Would i t  be the geography of a city, say? 
A Yes. 

Q How many remote terminals i n  a given city would you 

bel ieve Bel 1 South would have? 
A I f  BellSouth i s  saying t h a t  they have 10,000 remotes 

and there is  200 central offices, then the ratio is  
approximately 500-to-1.  So, therefore, i n  a city w i t h  20, or 
say 10 central offices, there would be, you know, 500 times 10, 

so i t  would be 5,000. 

Q So even i f  FDN took t h a t  approach, would FDN be able 
t o  collocate a t  t h a t  many remotes? 

A I d o n ' t  t h i n k  so. I'm sorry, I had my math wrong. 
I t  would be 500. So i t  would be difficult. 

Q Do you know whether or not the collocation intervals 
and requirements t h a t  apply t o  CO collocation also apply t o  
remote terminal s? 

A I have t o  believe there would be longer intervals 
because of the ICB basis. 

Q Do you know whether or not the intervals t h a t  the PSC 

may have approved apply t o  COS and remotes? 
A I d o n ' t  know. 

Q Mr. Turner asked you a few questions about early 
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market en t ry  and market recognit ion - -  excuse me, name 

recognit ion. Is market en t ry  and name recogni t ion more than 

j u s t  actual physical presence i n  the market providing the 

service? 

A Yes. 

Q 
A 

guess. 

Q 

What e lse would i t  e n t a i l  i n  your opinion? 

It would be, you know, your brand i d e n t i t y ,  I would 

I wanted t o  ask you a few questions about some o f  the 

numbers t h a t  Mr. Turner drew up on the board. Do these numbers 

re f1  ec t  the nonrecurring charges t h a t  Bel 1 South would have 

included as pa r t  o f  i t s  hybr id o f fe r ing? 

A No. 

Q So i n  order f o r  the BellSouth wholesale costs t o  be 

correct ,  you would have t o  include those costs and then 

presumab y amortize them over some per iod o f  time? 

A Yes. 

Q You said, i f  I remember cor rec t ly ,  t h a t  you were not 

f a m i l i a r  w i t h  UNE-P, i s  t h a t  correct? 

A Yes, i n  t h a t  FDN does not use i t  as a service 

del i very method. 

Q Okay. So i s  i t  correct  t o  say t h a t  you don ' t  know 

what features are included i n  tha t?  

A No. 

Q Do you th ink  i t  would be safe t o  say tha t  the - -  
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vell, basically what Mr. Turner was doing here was comparing 
vholesale prices versus retail prices? 

A Yes. 

Q And he was - -  basically, the wholesale price i s  what 
-DN would pay t o  BellSouth or any ALEC would pay t o  BellSouth 
inder the hybrid proposal? 

A Yes. 
Q Do you believe t h a t  BellSouth's retail price i s  going 

to include a rate of return? 
A Yes. 
Q Okay. And you s a i d ,  I believe, earlier t h a t  

3ellSouth's overall rate of return was 18 percent? 
A I t s  return on invested capital for i t s  wire line, i t s  

singular wireless and i t s  South American operations altogether 
,vas 18 percent. 

Q So when FDN is  charging a retail rate for a broad 
band service t o  end users, i t  would have t o  include the 
nonrecurring charges t h a t  we t a l  ked about,  correct? 

A Correct. 

Q 
A Correct. 
Q Is FDN's risk greater t h a n ,  say, BellSouth's and 

I t  would have t o  have FDN's rate of return, correct? 

therefore i t s  expected - - i ts  investor expected - - 
MR. TURNER: Madam Chair, I'm sorry, he has been 

leading his witness for a long time now and I t h i n k  i t ' s  time 
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t o  object  t o  it. 

MR. FEIL: That 's f ine .  I ' m  sorry,  I w i l l  change the 

format o f  the question. I apologize. 

CHAIRMAN JABER: Thank you, Mr. F e i l  . 
BY MR. FEIL: 

Q I n  any case, the r e t a i l  r a t e  t h a t  BellSouth - -  excuse 

me, t h a t  FDN would charge t o  end users as p a r t  o f  FDN's costs, 

would t h a t  - -  would i t s  cost have t o  include the nonrecurring 

charges t h a t  i t  would have t o  pay? 

A Yes. It would have t o  have nonrecurring, i t  would 

have t o  have the upstream I P  costs, and i t  would have t o  have a 

re turn,  you know, ca lcu lat ion.  

Q Would there be any other a l locat ions t h a t  FDN would 

have t o  include i n  order t o  establ ish i t s  cost f o r  such a 

product? 

A Well, the t r i c k  on t h i s  one would be the marketing 

costs t o  - -  you wouldn't be able t o  use b i l l boa rds  or  rad io i f  

you are j u s t  going t o  be i n  one, l i t t l e ,  you know, t i n y  l i t t l e  

geographic area. So your cost o f  acqu is i t ion  would, I th ink ,  

be the b i g  problem here. I f  you are j u s t  s o r t  o f  surg ica l l y  

marketing, I don ' t  know how we would e f f e c t i v e l y  do tha t .  

CHAIRMAN JABER: Mr. Gallagher, so on t h a t  example 

t h a t  i s  r i g h t  there on the board, as I r e c a l l  t h a t  was the 

res ident ia l  Zone 1 example? 

THE WITNESS: Yes. 
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CHAIRMAN JABER: 45 and 30, 75, t h a t  i s  the BellSouth 

r e t a i l  o f fe r ing ,  which i s  the consumer choice program? 

THE WITNESS: Correct. 

CHAIRMAN JABER: And i t  includes t h a t  discount. Are 

you saying your 73.68 - - up top, the 52.68 and $21 - - 73.68 i s  

your wholesale p r ice  paid t o  BellSouth, and t h a t  doesn't 

include a1 1 the th ings you say - - 
THE WITNESS: Nonrecurring costs, cost  f o r  the 

upstream Internet  bandwidth, and the cost f o r  the, you know, 

our cost o f  acquis i t ion and our - -  the cost  o f  acquis i t ion i s  

going t o  be b i g  here. And the return,  you know, our re tu rn  on 

cap i ta l  or investments. 

CHAIRMAN JABER: So i s  i t  your assert ion tha t  the 

wholesale p r ice  a t  the end o f  the day w i l l  be more than the 

BellSouth r e t a i l ?  

THE WITNESS: Oh, absolutely. Absolutely. 

CHAIRMAN JABER: By how much, do you know? 

THE WITNESS: It would depend on how we would 

amortize the nonrecurring cost and what our actual cost o f  

acquis i t ion would be, but i t  would be, you know, maybe 100 

percent more. 

COMMISSIONER DEASON: Since we are k ind  o f  explor ing 

t h i s  i n  a l i t t l e  b i t  more d e t a i l ,  l e t  me ask a few questions 

and see i f  I understand. The example t h a t  i s  up there, the 

73.68, which would be the wholesale p r i ce  you would pay t o  
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3ellSouth, you would also, though, your revenue stream - -  f i r s t  

3 f  a l l ,  your revenue stream would be whatever the market could 

]ear, bas ica l ly .  

THE WITNESS: Right. 

COMMISSIONER DEASON: And also i n  t h a t  revenue stream 

you would receive a $5 s l i p  charge? 

THE WITNESS: Yes, the end user common l i n e  charge, 

yes. 

COMMISSIONER DEASON: Okay. You would also receive 

terminating access charges from whatever the long distance 

w s i  ness tha t  customer generated? 

THE WITNESS: Right. It should be exact ly  l i k e  

3ellSouth on tha t .  

COMMISSIONER DEASON: Okay. 

3Y MR. FEIL: 

Q Are investors '  perceived r i s k  o f  FDN's business model 

comparable t o  the perceived r i s k  o f  Bel lSouth's business model? 

A No. Our r i s k s  are much, much higher. Especial ly i n  

current times. 

Q 

about, they are the same whether o r  not a customer i s  

res ident ia l  o r  business, whether or not the end user i s ?  

The BellSouth wholesale costs we have been t a l k i n g  

A Yes, I bel ieve so. 

Q M r .  Turner - -  
COMMISSIONER PALECKI: Excuse me one moment. Why are 
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your r i s k s  much, much higher? 

THE WITNESS: The CLEC indust ry  i s  having some b i g  

time problems r i g h t  now. There has been no capi ta l  , no cap i ta l  

f lowing i n t o  the industry f o r  about a year now. There has been 

too  many CLECs star ted up, and the natural c a p i t a l i s t i c  d i e - o f f  

process i s  going on r i g h t  now, and the capi ta l  markets are shut 

while tha t  i s  going on. There i s  regulatory overhang r i g h t  now 

on issues such as t h i s .  For fo lks  who are w i l l i n g  t o  put 

capi ta l  a t  r i s k ,  they want t o  see what the actual ru les o f  the 

game are. 

And, you know, from tha t  standpoint not only i s  

capi ta l  - -  i t ' s  almost impossible t o  get r i g h t  now. So we have 

got t o  create, you know, generate our own returns t o  pay f o r  

t h i s .  Eventual ly as we grow, the cap i ta l  markets should open 

up again. But i f  BellSouth wants t o  ra i se  money, they have so 

many more options than we do. They can issue equity, they can 

do bond of fer ings,  t h e i r  commercial - -  t h e i r  c r e d i t  ra t ing i s  

spectacular. They could get c r e d i t  l i n e s .  None o f  the th ings 

I can do. 

COMMISSIONER PALECKI: I f  the system was put i n  place 

where the CLEC community could market DSL throughout 

Bel lSouth's t e r r i t o r y  without i n s t a l l i n g  a DSLAM i n  every one 

o f  the remote terminals,  or  without su rg i ca l l y  needing t o  

market throughout the t e r r i t o r y ,  would t h a t  be a much greater 

r i s k  f o r  any CLEC above BellSouth? 
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THE WITNESS: Oh, yes. 

COMMISSIONER PALECKI: And why? I ' m  not  sure I 

understand why i t  would be a greater r i s k .  

THE WITNESS: Well, i t  wouldn't  be a greater r i s k  i f  

we could market ubiqui tously as they do. I mean, i f  we are 

able t o  get t h i s  UNE, we would be able t o  get a b i l l b o a r d  o f f  

1-95 i n  Jacksonvi l le and everybody tha t  went by i t , i f  we could 

get a l l  o f  Jacksonvil le, you know, we would lower our cost o f  

acquis i t ion.  

COMMISSIONER PALECKI: Let  me ask you t h i s .  Do you 

th ink  you might be more apt t o  i n s t a l l  a DSLAM i n  a remote 

terminal i f  you f e l t  t h a t  the e n t i r e  CLEC community as wel l  as 

BellSouth were going t o  market DSL t h a t  would be served out o f  

t h a t  p a r t i  cul a r  DSLAM? 

THE WITNESS: Sure. 

COMMISSIONER PALECKI: 

THE WITNESS: You know, I don ' t  t h ink  BellSouth would 

I mean, I would l i k e  t o  t h i n k  I 

Even i n  a remote locat ion? 

ever buy DSL services from me. 

could get t h a t  b i g  one day. 

COMMISSIONER PALECKI: Well, i f  we have a system 

where whoever has a DSLAM i n  place provides the DSL, would you 

be w i l l i n g  t o  put a DSLAM i n  place? 

THE WITNESS: Sure. I would have t o  look a t  t ha t .  

COMMISSIONER PALECKI : Thank you. 

BY MR. FEIL: 
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Q Mr. Turner had asked you some questions regarding 
Zone 1 residential customers. He said that there were 
apartment buildings in Zone 1. Do you remember those 
questions? 

A Yes. 
Q And he also said that there were lots of residential 

customers in those apartment buildings. Do you recall that 
question? 

A Yes, I do. 
Q How does the number of residential customers in Zone 

1 compare to the number of residential customers in Zone 2? 

A I would think with the recent zone shuffling its at 
I mean, we all least an order of magnitude greater in Zone 2. 

know there are apartment buildings downtown, but it is not near 
as much as the density in the houses that are outside of the 
downtown core. 

Q Mr. Turner asked you whether or not there was 
anything that would prevent an ALEC from sharing a DSLAM if it 
collocated its DSLAM in a remote terminal, do you remember 
that? 

A Yes. 
Q 

DSLAM? 
Is there anything preventing BellSouth from sharing a 

A No. 
Q Does FDN have the same economies of scale that 
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Bel 1 South has? 

A I wish we did.  I don ' t  t h i n k  we do, no. 

Q Mr. Turner asked you some questions regarding i f  you 

would agree tha t  the PSC i n  two p r i o r  proceedings d i d n ' t  

unbundle packet switching, or  words t o  t h a t  e f fec t?  

A Yes. 

Q I ' m  going t o  show you copies o f  the two orders I 

bel ieve t h a t  he i s  r e f e r r i n g  t o .  For the record, and I ' m  

sorry, Commissioner, I only have l i k e  two copies o f  t h i s  

document. But I assume the two orders Mr. Turner i s  r e f e r r i n g  

t o  are the two orders Mr. R u s c i l l i  re fe r red  t o ,  which are the 

I C G  case and the Intermedia case. And I want t o  hand you both 

o f  those orders, Mr. Gallagher. And I ' m  sorry  t o  take you 

through t h i s  torment. 

Could you look a t  the I C G  order f i r s t ?  

A Yes. 

Q That 's the shorter one. Could I ask you t o  page 

through t h a t  b r i e f l y  and t e l l  me whether o r  not there i s  any 

discussion evaluating a claim o f  impairment i n  t h a t  order? 

A 

I C G  order. 

Q 

I don ' t  see a headline re la ted  t o  impairment i n  the 

Look t o  what I have handed you. There i s  a heading 

d i t h  Roman Numeral I11 t h a t  says packet switching capab i l i t ies ,  

and I want t o  ask i f  you would look j u s t  through t h a t  section 

and t e l l  me whether or  not there i s  any evaluation o f  a claim 
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fo r  impairment. 

A I do not see one, no. 

Q The same question w i t h  regard t o  the other order, the 

lntermedia order, ac tua l l y  under Roman Numeral I X .  

A I see where the FCC t a l k s  about, you know, what would 

lave t o  happen f o r  an ILEC t o  unbundle. 

Q Well, t h i s  i s  the PSC decision. Let me do t h i s ,  on 

the page t h a t  you have, look a t  the bottom o f  Page 21. 

A Right. 

Q And read a t  the  sentence beginning nevertheless. 

MR. TURNER: Madam Chair, I ' m  sorry,  which - -  
MR. FEIL: Doesn't i t  say i n  there, M r .  Gallagher, 

that - -  
CHAIRMAN JABER: M r .  Turner, what - - 
MR. TURNER: I ' m  j u s t  t ry ing t o  f i n d  out what page he 

i s  on, I ' m  sorry, Madam Chairman. 

THE WITNESS: Yes, I don ' t  see 21. 

MR. FEIL: I ' m  r e f e r r i n g  t o  a HTML downloaded version 

i f  it, so i t  may not  bear the  same page numbering t h a t  yours 

loes. It i s  the l a s t  paragraph under t h a t  Roman Numeral. 

Mas Roman Numeral I X ,  Mr. Turner. 

MR. TURNER: Thank you. 

COMMISSIONER DEASON: Did you download t h a t  w i t h  DSL 

service, or  cable modem, o r  d i a l  -up? I ' m  j u s t  kidding. 

It 

THE WITNESS: Nevertheless - - the  Witness Jackson 
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me? 

MR. FEIL: Yes. 

5Y MR. FEIL: 

Q Doesn't t h a t  say there t h a t  there was no claim f o r  

impairment made i n  t h a t  case? 

A Yes, t ha t  i s  correct .  

MR. FEIL: Thank you. That 's a l l  I have. 

CHAIRMAN JABER: Thank you, Mr. F e i l  . Okay. 

[xh ib i ts .  Mr. F e i l  , Exh ib i t  60. 

MR. FEIL: FDN would move i n  Exh ib i t  60. 

CHAIRMAN JABER: Without objection, Exh ib i t  60 i s  

t t e d  i n t o  the record. 

BellSouth, I have Exhibi ts 61, 62, and 63 t h a t  were 

lours. 

MR. TURNER: Yes, ma'am. Madam Chairman, j u s t  one 

l a s t  matter o f  housekeeping. There was the issue o f  t h a t  

i o t e n t i a l l y  conf ident ia l  rate.  I would l i k e  an opportuni ty - -  
was th ink ing  we might take a quick break, and I was wondering 

i f  I could speak t o  Mr. Fe i l  and see i f  we c a n ' t  t r y  t o  f i n d  a 

day t o  get t h a t  i n .  

CHAIRMAN JABER: Yes, l e t ' s  admit your exh ib i ts  i n t o  

the record and then we w i l l  take tha t  up. 

reminded me. 

I ' m  g lad you 

MR. TURNER: Thank you. 

CHAIRMAN JABER: Exh ib i t  61 i s  admitted i n t o  the 
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record without objection. Exh ib i t  62 and 63 admitted i n t o  the  

record without objection. 

(Exhibi ts 60 through 63 admitted i n t o  the record.) 

CHAIRMAN JABER: That 's r i g h t ,  we had held onto some 

cross-examination f o r  you because you were going t o  confer w i t h  

counsel. 

MR. TURNER: It may be something t h a t  we can discuss, 

s t ipu la te ,  and j u s t  s ta te  i n t o  the record a f t e r  a quick break. 

I ' m  hoping. But I apologize f o r  wa i t ing  u n t i l  a f t e r  the  cross 

was over t o  remember i t  and remind you o f  it. 

CHAIRMAN JABER: Yes. But j u s t  have i t  noted t h a t  i f  

you do cross-examination on it, I ' m  going t o  al low r e d i r e c t  and 

the whole process t o  s t a r t  again. L e t ' s  take a ten-minute 

break. 

Mr. F e i l  , please confer w i t h  counsel. 

MR. FEIL: Yes, ma'am. 

(Recess. ) 

MR. TURNER: Madam Chairman, what we propose t o  do i s  

we have a web page from FDN.com wi th  some ADSL rates on it. I 

have shown i t  t o  counsel f o r  FDN and counsel f o r  the s t a f f  and 

a l l  other par t ies ,  and whi le  everyone has reserved the  r i g h t  t o  

f i g h t  t o  the death over the relevance o f  the document, everyone 

has agreed t o  s t i p u l a t e  i t  as the  next e x h i b i t  i n  l i e u  o f  any 

fu r ther  evidence coming through Mr. Gal 1 agher, himsel f . I f  

tha t  pleases the Commission, we would ra ther  do i t  t h a t  way. 
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MR. FEIL: As Mr. Turner said, I don ' t  have a problem 

s t i pu la t i ng  the exh ib i t  i n ,  but I ' m  not s t i p u l a t i n g  anything 

r e l a t i v e  t o  whether or  not the rates here tha t  are l i s t e d  

r e f l e c t  cost, return,  or anything else. 

CHAIRMAN JABER: That w i l l  be Exh ib i t  64, Mr. Turner, 

but can you d is t inguish i t  wi th  the other FDN website page, 

please, f o r  purposes o f  the record? 

MR. TURNER: Yes, ma'am. I th ink  the easiest  way t o  

do i t  i s  t h i s  i s  a chart  t ha t  contains r a t e s  f o r  the SOHO home 

Df f ice product and the professional best value product. 

CHAIRMAN JABER: Okay. For the sake o f  e f f i c i ency ,  

i x h i b i t  64 w i l l  be the FDN website page tha t  i s  the SOHO chart.  

4nd Exhib i t  63 was - - 
MR. TURNER: Can we j u s t  c a l l  i t  quotes from ADSL 

Asers? That was the heading t h a t  was the relevant por t ion  o f  

the document. 

CHAIRMAN JABER: Okay. The FDN website page showing 

quotes from cable users, wasn't it? 

MR. TURNER: ADSL. 

CHAIRMAN JABER: Okay. ADSL users. Exh ib i t  64 i s  

jdmitted i n t o  the record wi thout objection. 

(Exhib i t  64 marked f o r  i d e n t i f i c a t i o n  and admitted 

in to  the record.) 

MR. TURNER: And the  f i n a l  housekeeping matter, Madam 

:hair. I have exact ly  one copy, I have showed i t  t o  everybody. 
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If I may, I w i l l  j u s t  g ive t o  the  cour t  reporter and l e t  her go 

From there i f  t h a t  i s  okay. 

MR. PERRY: Madam Chairman, I don ' t  bel ieve t h a t  

4r. Tucker ( s i c )  showed me the document. 

MR. TURNER: I ' m  sorry. 

MR. PERRY: Turner. 

CHAIRMAN JABER: And, Mr. Turner, I j u s t  need you 

l a t e r  on t o  provide copies t o  s t a f f  and the Commission f i l e .  

MS. McNULTY: As wel l  as the other par t ies? 

CHAIRMAN JABER: Yes, absol u te l y .  

MR. PERRY: I would agree as wel l  t o  s t ipu la te .  

CHAIRMAN JABER: Okay. Mr. Turner, anything e l  se? 

MR. TURNER: Not from me. 

CHAIRMAN JABER: Mr. Gallagher, I do bel ieve you can 

go home now. 

THE WITNESS: Thank you very much. 

CHAIRMAN JABER: Thank you. And the next witness f o r  

EJorldCom i s  M r  . Donovan. 

MR. HATCH: Yes, ma'am. AT&T and WorldCom c a l l  John 

lonovan. 

I do not  bel ieve Mr. Donovan has been sworn, Madam 

Lhai rman. 

CHAIRMAN JABER: L e t ' s  see, who do we have a f t e r  

Donovan, Mr . G i  1 1 an? 

MR. HATCH: Yes, ma'am. 
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CHAIRMAN JABER: That i s  our l a s t  witness? 

MR. HATCH: Yes, ma'am. 

(Transcripts continues i n  sequence w i t h  

Volume 6.1 
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proceedings . 

I FURTHER CERTIFY t h a t  I am not a r e l a t i v e ,  employee, 
at torney o r  counsel o f  any o f  the par t ies ,  nor am I a r e l a t i v e  

o r  employee o f  any o f  the pa r t i es '  attorney o r  counsel 
connected w i t h  the action, nor am I f i n a n c i a l l y  in terested i n  
the action. 

DATED THIS 20th day o f  March, 2002. 

I 

JAM FAUKOI. KPK 
Chief, O f f i ce  o Hearing-Reporter Services 

Administrat ive Services 
FPSC D i v i s i o  rg o f  Commission Clerk and 

(850) 413 - 6732 

FLORIDA PUBLIC SERVICE COMMISSION 


