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1 DIRECT TE&nMONY OF EDWARD C. BEAUVAIS, Ph.D. 

2 0. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

3 A. My name Ia Edward C. Beauvata; my business address Is 600 

4 Hidden Ridge, Irving, TX 75038. I am employed by GTE 

5 Telephone Operetlona u Chief Economiat in the Regulatory Policy 

8 and Governmentlll Affairs Department. 

7 

8 ~ WILL YOU PlfAIE STATE YOUR EDUCAnON AND BUSINESS 

9 EXPERIENCE? 

10 A. My profuaional resume wtth a pa"lal list.ing of my professional 

11 

12 

publlcattona and appearances is contained in Schedule ECB-1 . 

13 Q. HAVE YOU PREVIOUSLY APPEARED BEFORE THIS 

14 COMMISIION? 

15 A,. v ... I have appeared before the Commission in Docket No. 

18 900633-Tl, and ln Docket No. 910757-TP, as well as in several 

17 workshops held by the Commission. 

18 

19 Q. WHAT IS THE PURPOSE OF YOUR TE&nMONY TODAY? 

20 A. Mv testimony today addresses the policy Issues raised by the 

21 Commluion in its Order No. PSC-93-0811-PCO-TP of May 28, 

22 

23 

24 

21 

1883 in thit docket concerning laauet a11oc:lated with expanded 

Interconnection With the local exchange network. The Issues I 

will preaent are clotely fnterrelatad, ao that an Integrated approach 

wtll enable a cohlalve dlscuaalon of the 'policy directions 
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nec.eiJV to nttlfy the complex concerns thia docket 

enc:ompa~HS. Wittl the further development of competition in the 

local aehange menc.t, the Florida PubUc Service Commission 

c•Commiulon•) must eomprehansively address the Issues facing 

all tlllcommunlcatiOna providers and consumers in F\orida. 

Complex Md llgnlflcant 111u11 such as colocatlon, unbundling and 

elifnlnadon of r-11 reetrlotiona and their aaaoclated impact on 

pricing Ievett and ltnJCturea should not be handled through a 

lingte proceeding. 

While an of d1ele various Interconnection issues are interrelated 

and need to be recognized as .such, expansion of competition in 

the local mwket should be approached incrementally. The 

auccasful transition to a more open, compet itive marketplace 

requires careful t.lance and t.lming of activities. 'The worst 

pogtble alternative Ia to proceed along an •au or nothing" path 

and implement flash-cut measures only to arrive at: an undefined 

competftive environment with undetermined consequences. To 

prevent thll outcome, GTEFl urges t.he Commission to take a 

l8riea of steps to fulty Investigate the impact of competition upon 

local •xchanVe '*'riers t•L£cs•J, alternative access vendors 

c• A.t.ve•), other service providers and certainly the impact on 

conaumera. 
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Q. 

A. 

COUtO YOU PLEASE IE SPECIFIC AS TO WHAT STEPS YOU 

WOULD RECOMMEND IN THIS INVESnGAnON? 
-

Certainly. Specifically, GTEFL recommends that the Commission 

addreaa the competitive impacts attendant lntermedia'a petition 

• followa: 

1. Addreu lntraatate apect.laccan lntarconnection 

flrat. This is approprta.te given ttae progress that has 

~~reedy been mede by the FCC. With the exception of the 

physical colocation mandate, GTEFL beUeves that the FCC 

,._lrtmlntl can be mirrored by the Florida Public Service 

Commllalon for intraatete purposes. Aa explal••ed below, 

GTEFL etrontiV believes that the FCC mandate of physical 

colocation should be eliminated. 

2. Addreu the rescrucu.rlng of awltched transport. 

The FCC Ia also in the process of restructuring switched 

transport. 511 Traosooa Rate and Struc;tyre Pricing, Report 

and Order, CC Docket No. 91-213 (October 19, 1992). 

GTEFL recommend·• that the Commission adopt a policy 

conailttnt with the interstate dedicated/common transport 

rules and orders adopted by the FCC. 

3. Addrea Coating and Pricing Issues. Having 

eatablllhed a POlley in the recent\y-conctuded Commission's 

craaa-aublidy docket to establish a sat of costing 

procedurN to more effectively serve the broad iuues 

intrOduced by the lntermedta Petition, a pricing project 
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should be initiated ad:dresaing prlclng iaaues ae well as tariff 

and r-le reatrtctions. GTEFl suggests a full scale 

lnvestJgatton of these issues either through an evidentiary 

hNrtng or a aer1e1 of worklhopa. Completion ot these 

wottcahopa would not need to· delay implementation of 

either expanded Interconnection of apeolal acceaa services 

or the reatructuring of dedicated'/common tran1port. 

4. Addrua lauea O'f generel unbundling. A 

reatructurintof' dedicated/common transport and resolution 

of the coatJngJpriclng isauea are logical foundations for 

lnltletlng the unbundling pha.ae. Because unbundling 

lnvolvea 1 'fundamental re•tructurlng of all LEC Hrvicea and 

,..._ a myrled of pubtlc policy iuuel, a full scale eviden· 

U.V ptaoeedtng wfll be necessary to adequately review all 

reJated Issues and determine the benefits and coats of 

unbundling. 

GTEFL urges the Commiuion to be prudent and e~xercise caution; 

too aggrea•ive an agenda, trying to do everything at once, will 

only j41opardize the areas where immediate attention is moat 

needed, apeclal acceaa interccnnection end dedicated/common 

r81tructurlng. Technology Ia increasing at such a pace that 

competftion in telecommunications ia thriving without unbundling 

and expandttd Interconnection. It Ia not correct to view these 

actfvttt. u ,_..••rv for competition. However. in order for 

4 



1 

2 

3 

4 

I 

6 

7 

8 

9 

10 

11 

12 

13 

14 

11 

18 

17 

18 

19 

20 

21 

22 

23 

24 

2& 

Q. 

A. 

unbundling, lnterconn.ctlon and removal ,of tariff restrictions to 

contribute to the development of a competitive market, GTEFL 

believ• that th8la actions must be done In a coordinated manner 

and only after a full investigation of aU the facts. 

WHAT CIRCUMSTANCES RESULTED IN TODAY•s HEARINGS? 

The petition btO"ght by lntermedla Communication• of Florida, 

Inc. c•1c1•) Is a direct consequence of the FCC's Expanded 

Interconnection Order released on October 19, 1992. fxpanded 

l[)tlmgnDIGIJgn wftb Loc;al Itlfohont Company Facilities, CC 

Docklt No. 91·141, Amendment of tht eaa 69 Allgcatjon of 

CiefW!I Syppgrt focllitll•, CC Docket No. 92-222, Bepoa and 

QrMr and Notice of Proposed Byltrnaklng. That Order mandataa 

that. Tier 1 local exchange companies, including GTE, permit 

Interested parties to colocate and Interconnect their spectalaccess 

transrnl.-n facillt.iel within the LEC's central offices. 

There are only two potential exceptions to this directive: 

(1) A formal state regulatory or legislative policy decision in 

favor of virtual colocatlon for expanded interconnection, or 

allowing. LECs to chooae which form of colocetlon to use for such 

Interconnection; or 
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l2, A demonstration by the LEC that a perttcular central office 

lackl sufficient apace to permit physical colocation. Expanded 

Interconnection Order at para. 41 . 

6 Q. HOW DOES THE FCC DEFINE PHYSICAL C~LOCAnON AND 

8 WHAT II THE DIFFERENCE BETWEEN IT AND VIRTUAl 

7 COLOCAnON7 

8 A. It 11 the FCC'a opinion that phyllcal colocatlon will promote 
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competition .reaulting in new services. reduced rates. and 

lncre•ld efficiency within the access market. The term physical 

colocatlon Ia defined by the FCC as a situation where the "inter

connecting pany pays for' 'LEC central office space in which to 

locate the equipment necessary to terminate its transmission links, 

and hu physical accus to the LEC central office to install, 

maintain, and repair this equipment. • (Expanded Interconnection 

Order at par.a. 39.) In Ita Memorandum Opinion and Order 

adopted on June 8, 1993 in CC Docket No. 91-141, the FCC also 

defines physical colocation as the "physical placement of the 

interconnecting party's equipment in the LEC's central office." 

Under the FCC's virtual colocatlon guidelines, interconnectors 

would deaignate the central office equipment dedicated to their 

uae and monitOr and control their circuits te,rmlnating In the LEC' s 

hM:tUUea. (Expanded Interconnection Order at para. 44.) The 

lnterconnector's. equipment would thus be located In the LEC's 
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central office under either a physical or virtual colocation scenario. 

The FCC's virtual colocatlon scheme requires tachn:cal 

lnttrconnectton arrangements comparable t.o those anticipated 

with phyaicel cotocetlon. Alao In Ita June 8th Order, the FCC 

deflnea virtual colocatlon as •Interconnection adjacent to the LEC 

central otflca with economic and technical characteristics 

cornpareb,. to interconnection in the ce.ntral office. • The only real 

dlatlnctJon is that, with virtual colocatlon, the demarcatton 

bltvMn LEC lnd lnterconoector networka Is neatly defined at a 

demarcation point V'ery close to the central office. In a physical 

coiOcatlon situation, •the interconnection point would not Indicate 

a change In ownership of cable facilities. • <ill Expanded 

Interconnection Order at para. 848 n. 201 .) 

In ita Order, the FCC also required l ECs to file physical co location 

tariffs within one hundred and twenty < 120) days of the release 

of the Order, whlch was accomplished by GTE on February 16, 

1993 with an effective date ninety (90) days following, or May 

17, 1993. Included in this tariffing requirement are prices for 

floor apace, lnatallation non-recurring charges (NRCs), power and 

lighting and uu of duct .and rlaer space. The May 17th date was 

delayed untU June 1 6th pursuant to ten parties filing petitions 

••lnat the tariffs tiled by the Local Exchange Companies (LECs) 

subject to tha Expanded Interconnection order. 

7 



1 Q. WAS THE. FCC EXPANDED INTeRCONNEcnON ORDER SUBJECT 

2 TO ANY DISSENT WITHIN lltE FCC? 

3 A. v... The Expanded Interconnection Order was Issued not-

4 

5 

6 

7 

8 

9 

10 

11. 

12 

13 

14 

16 

18 

17 

18 

18 

withstanding separate statements from Chairman Sikes and 

Commissioner Quello, both Indicating serious reservations about 

mandatory physical colocat.lon. tn his dissent, Chairman Sikes 

expruud both legal and poliCy objections to mandatory physical 

ca&ocatlon. He noted that mandatory physical colocatlon raises 

aeriOua queatlona about a "taking" or confiscation of local 

exchange carrier property in violation of the Fifth Amendme·nt and 

leaves uncltar what problema the FCC Ia attempting to resolve by 

forcing LECs to offer phyalcal colocation, especially when the 

Order itself acknowledge• that some parties might prefer virtual 

interconnection arrangements. Slmilerly, Commissioner Ouetlo in 

his separate statement noted that "the only real difference 

between physical colocatlon and virtual colocation is whether the 

local exchange carrier or the lnterconnector installs, maintains, 

and repalra the interconnector's equipment. • 

20 Q. HOW DOES THE FCC'S ORDER ON EXPANDED 

21 INTERCONNEcnON AFFECT THE FlORIDA COMMISSION'S 

22 AIIUTY TO IMPOSE FORMS AND CONDinONS OF EXPANDED 

23 

24 

28 

INTERCONNEcnON THAT ARE DIFFERENT FROM THOSE 

IMPOSED BY THE FCC'S ORDER? 
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A. 

Q. 

The FCC'a Order did not preempt the 1t1t11. This Commlaalon 

may retain some significant latitude to develop its own 

lnttrconnectton pollclea In accordance with state-specific 

conditions end concerns. This Independent effort is essential 

since the Implementation of special access Interconnection greatly 

ecceleratea competition for local exchange services. The FCC has 

already announced and Ia actively purauing the same type of rulea 

for awltched Interconnection. The long-run Impacts at the local 

and atate level are likely to be much larger than the impacts at the 

federal level. 

1'he Expanded lnterconnect.ion order stated the FCC's intention to 

exempt LECs from Ita physical colocatlon requirements based on 

1 formal declllon by a atate legialature or public utility regulatory 

ag.ncy favoring virtual over physical colocationl or allowing LECs 

to choose the form of interconnect:ion to use for intrastate 

expanded interconnection. The June 8th Memorandum Opinion 

end Order, however I shows that the FCC Intend a to very n1rrowly 

define what conltitutea • at8te'a right In eattbllehlng Its own 

policy for expanded lnterconnectJonl even on an intrastate basis. 

Abaenr any further actiona. 11 a .practical matter I I believe that the 

FCC haa effectively, If not legally, preempted the Florida PSC. 

DR. IEAWAJS, IN RESPONSE TO MY PREVIOUS QUESTIONS 

YOU INDICATED THAT "A8St;NT ANY OTHERAcnON" THE FCC 

9 
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.A. 

WOULD HAVE ESSENTIALLY DETERMINED THE 

INTERCONNECTION POUCY FOR FLORIDA. ARE THERE ANY 

OTHER SUCH AcnONS CURAENTL Y BEINO TAKEN7 

Yea. On December 2.2. 1992, GTE along with Bell Atlantic 

TelephOne Companies, BeiiSouth Corporation and BellSouth 

Te!Kom:munlcatlons, Inc., Clrtclnnatl Bell Telephone Company, 

Illinois Bell TelephOne Company, Indiana Bell Telephone Company. 

Inc., Michigan Bell Telephone Company, The Ohio Bell Telephone 

Company, Wfaconsin .Bell, Inc., Lincoln Telephone and Telegraph 

Company, Pacific Bell Telephone Company, Nevada Bell Telephone 

Compeny, The Southern New England Telephone Company, and 

The United Telephone Compantes jointly moved the United States 

Coun of Appeals for the District of Columbia Circuit for a s.tay 

pending the review of the FCC's Ex:panded Interconnection Order. 

The filing with the Cou" followed FCC denial on December 18, 

1992 of four Pe.titions For Stay filed jointly by nine· LECs including 

GTE, Ameritech, Southwestem Bell, and Bell Atlantic . The Joint 

Petition for Stay submitted to the FCC developed the legal 

ar·gumenta thlllmposlng physical colocation on LECs constitutes 

a taking of property and that the FCC had failed to justify its 

reverse! of previous policy decisions on mandatory physical 

colocatJon. The joint: petition also showed that the FCC 

require.ment to tariff physical colocation in every central office 

would Impose an enormous burden on tECs and that such 

burdena would cause Irreparable harm since colocation in many 

10 
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offtcel may not be demanded for year1, If ever. Deaplte the FCCa 

denial of the Petition a for Stay, it acknowledged that the original 

Expanded Interconnection Order W81 flawed when it issued a 

Memorandum Opinion and Order which significantly reduced the 

number of end offiCII and Mrvlng wire centera that are required 

to provide mandatory phy1ical colocatlon initially. It Is Interesting 

to note ttwt on the •me day--December 18, 1992·-that the FCC 

iuued Ita dent1t of the requests for su.y, Petitions For 

Reconsideration were filed with the FCC by the Unit.ed States 

TellphOne Auoclatlon and GTE, among othera. In addition, the 

NatiOnal Aaaociatlon ot Regula1tory Utility Commi1aiona.rs (NARUCt 

flied wfth, the Commlaaion objections to the actions taken by the 

FCC. With the Issuance of its June 8th memorandum Opinion and 

Order, the FCC brushed aside the NARUC petJtion. At the 

moment, the only other pending action is the substantive appeal 

of the Expanded Interconnection Order before the United State~ 

Court of Appeals for the Oiatrlct of Columbia Circuit. I have been 

advised by GTE att orneys, that mandatory ~hysical colocation 

rail8& a atgnificant legal issue in that It is a taking of LEC assets 

in violation of the Fifth Amendment to the United States 

Constitution. Gl'E doe1 not dispute the fact tnat re.gulatory 

bodlea auch 81 this Comml11ion and the FCC have the power to 

regulate telecommunications .services in the public interest. 

Howe·ver, that power, 81 exercised ,by the FCC In its Order does 

not extend to the taking of private property. 
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A. 

WHAT ARE THE POSSIBLE BENEFITS ASSOCIATED WITH 

EXPANDIDINTERCONNEcnON? 

l"-QOats and benefita aaaoclated with IKpanded interconnection 

cannot almply be stated In terms ascribing the theoretical benefits 

u1uelly IIIOCiated With more competitive marketptacea, for the 

type of competition being introduced has atypical characteristics. 

Consider for a moment that under current authorizations in Florida, 

..,, MV can ,conatruct facmtlea to eny location tor which right of 

wey Cln be obtained. Furthermore, with cc:-tain constraints, the 

AA V can provide a variety of 1ervlces over those facilities to any 

customer it might secure. AA'Vs or other provid.ers of 

telecommunications services can build, purchase, lease, or rent 

real elhte Ul8tl to house their ·terminating network equipment 

or any other facilities they might desire, subject only to zoning 

restrictions and market conditions. At any time, the AAV can 

purchau Interconnection to the LEC network on the basis of filed 

acces1 tariffs of FlorldalECs. Expanded inte.rconnection changes 

none of theM, save that under the terms of the FCC's Order, the 

LEC Is now compelled to enter the real estate business and make 

apace available in tta central offices to any pany desiring such 

apece. This action, of course, requires both a degree of 

unbundling and repricing of LEC services. A more accurate term 

might simply be •cheaper Interconnection to the LEC network by 

not'l·LEC providers. • 
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1M aftuatlon that arlaaa Ia very similar to a gas station operator 

with 1 very dealrable geographic location. Due to the volume of 

traffic which paasea hit store on the near·by highway·s, the st.ation 

oper.mr does a large volume of business. A new entrant would 

canaJnJy find such a location to be very desirable to locate his gas 

station. Unfortunately, the spot is already taken. In traditional 

n-.rkltl, the rupof'll would be for the new firm to either find a 

dltt.rent location to open his business or to offer the currant 

locetlon owner a aufflcientty high price to induce the currant 

owner of the location to vacate and aUow the new owner to 

-ume use of the property. That is not the approach in the 

expanded Interconnection context. In the expanded intercon· 

nection context, the existing station owner is re.qulred to make a 

portion of his facilities available to the new e~trant thereby 

allowing the new entrant to compete with him at the same 

location. Certainly, this is not the typical form of geographic 

competition. Aside from the unique circumstances anendant the 

FCC deciaion, however, expanded intarconnect.ion increases the 

scope of competition in the local exchange market. As a 

profeaalonat economist, I support competition. However. it is 

important to examine the distribution of the costs and benefits of 

expanding competition. After all, competition brings with it costs 

u ~~~ u benefits. 
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1 Q. WHO WIU. • THE PRIMARY BENEFICIARIES Of EXPANDED 
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A. 

a. 

A. 

INTERCONNECTION7 

lnterconnectora, such as ICI, themselves will stand to benefit the 

rnoet from expandld Interconnection. Depending upon the relative 

price eluticltJn in the market for special access services, firma 

such 11 AA.Va taking exp1ndld Interconnection may pa11 a 

portion of the avlnga along to their customers. Those customers 

.. tYPioslly Iaroe buslne•• cu1tomera located In the larger 

metropolitan •reas, such as Tampa. The impact upon LECs, small 

buatntu cuttomera and reaidentlat .;uatomttra will depend on the 

manner In which speclflc interconnection arrangements are 

structu~ and the degree to whiCh LECa are allowed by this 

Commlaaion to rHpond to increasing competition by 

lnurconnectors. HOwever, interconnection. especially with the 

menda• of phyaical colocation, may serve to harm LECs and their 
\ 

rural and reaidential customers. 

WHAT ADDmONAL BENEFITS ARE CREATED FOR CONSUMERS 

IY THE MANDATE OF PHYSICAL COLOCATION? 

Phyaioal eoloeatlon may har,m LECa while providing little additional 

beneflta to consumers. Although expanded interconnection may 

offer aome benefits by encouraging additional competition. there 

•re no additiornai benefits created bV the physical colocation 

mandate. In fact, i~ ia difficult to construct any rational or logical 

ergument that physical colocation rprovidea additional benef·its to 

,. 
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competttion thet are not elreldy evalleble under virtual cotocatlon. 

On the contrary, given the highly prescriptive nature of the FCC's 

Expended lnterconoectJon Order, any anticipated benefits to 

conaumera aa a reautt of expanded interconnection have been 

aubatantJally diminished by restricting parties' ability to negotiate 

eft.ctlvetv. 

Indeed, the real economic consumer welfare ben.efit of a 

competitive market for a service is that mutually advantageoua 

volumary ndea among parties are maximized. By mandating 

physical colocatlon, at leaat one of t.he parties may be forced to 

enter Into a trade It would not elect to enter on a voluntary basis. 

Such compulaion viota1ea the very spirit of competition the FCC 

wu attempting to create througn expanded interconnection. This 

aapect waa recognized by Chairman Sikes, who s!SJted: 

The highly regul•tory •nd Inflexible spprosch the 

Commlulon h•:s •dopted :seems likely to cre.•te more 

concrete problems th•n the Illusory ones It settks to 

roo/ve. 

Thla lack ot fleXIbility engendered by a phy,slcal colocation 

requirement .. verely thwana one partY, the LEC, from adeQuately 

representing ttl own interest, negotiating effectively and fulfilling 

Ita other ""'ice obligations. 
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Mandatory physical colocatlon will subject LEC operation• to 

aeveral leveta of ongoing dlaruptlona that will compromlee its 

ability to improve and ex a-nd service in the most efflclent wav. 

Spece alloCation and exhauatton problems are perhaps an 

Inevitable conaequence of a pt\ysical colocation mandate. The 

FCC'a scheme require• the LEC to provide space to 

lnterconnectora until space Is • exhausted.· Exoaoded 

lngrcpoDICt!An Ocdtr at para. 80 and Appendix 8, rule 

84.1401 Cbt. The Order faltl to make any explicit allowance tor a 

ILEC to, deny physical coloastion when spac.e remains in the central 

office. If central office apace Is allocated to !nterconnectors, the 

LEC may be forced to acquire additional space f·or equipment 'to 

meet the state's telecommunications .needs. The result may well 

be lncreaaed rates for the average telephone subscriber. 

Moreover, the FCC's physical colocation scheme imposes upon 

LECa the burden .of considering possible interconnector demands 

for space when remodeling or building central offices. This 

expectation is wholly unfair and inefficient. 'The LEC's capital 

planning process continues to become increasingly more difficult 

as the critical need tor cost·cuttlng measures has grown along 

w1tn competition in LEC business sectors. The FCC directive to 

anticipate physical colocetlon demands introduces an additional 

and unreaao.nable element .ot uncertainty into Its capital planning 

efforta. UttlmateJy, ratepayers may be forced to bear the 
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Increased expense flowing from this unwarranted competitive 

diHdvantege for the LEC. 

Phyaieal colocatlon may atao creat·e aerlo~• apace constraints 

which wUI likely lead ·to future unnecessary conflicts. If, for 

exampte, mandatory phyaiOal colocation within the central offlcti 

II btlleved to confer some advantage, and not a.ll parties can be 

accommodated, than aome will feel that the lEC conferred an 

advantage to thoae partlea obtaining physical colocation over 

thoae who did not. 

Mandatory physical colocation may also lead to service 

arrangementa which create an Inefficient use of I..EC central office 

apace tor any given tevel of demand. The measures necessary to 

accommodate tnterconnectora will directly affect LEC costs and 

productivity. l.EC& will need to set aside separate space within 

the central office and then pro·vide secure access to that .space. 

Significant new construction may be required, depending on the 

e·xistJng central office configurations. LECs will also be required 

t·o arrange for int,erconnectors' heat, air conditioning, electricity 

and other such services. Further. the LeC, who must accommo-

deta each interconnector with separate transmission cable, will be 

unable to promote efficiency by sharing cables and .equipment 

among cuatomera. 
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In addition to the LEC's direct costa of accommodating 

lnterconnectoraln Ita facilities, a physical colocation rule will force 

the LEC to bear Increased admlniatratlve e.xpenaea. Employees 

wilt nted t.O d'tvetop ghargea lind file tariffs to cover space rental 

and aaaoclated services (heating, power, etc.). As I noted earlier, 

LECs will be required to undenake the likely futile effort to 

Incorporate potential ·future apace demands in their long-range 

expansion and remodeling plena. Forecaata will thua need to be 

reviled-- and additional coats incurred-- as interconnectors' plans 

become known. 

AH of the costa flowing ·from a physical colocation mandate can 

never be recovered. Many of the most substantial, ongoing costs 

will remain unquantlfiable because they derive f'rom injection of 

inefficienciea into the dav-to-day operations of the LEC. Among 

other things, LEC employees must suffer construction intrusions 

every time the office needs to be reconfigured to accommodate 

interconnectora. t..EC personnel will lose immediate unrestricted 

acceaa to all parts of their facilities, as well as the ability to freely 

exchange Information about LEC plans and operations. 

Although the interconnectora may argue that increased inefficien

cies on the part of the LEC is a price to be paid for competition, 

the number of disruptions and degree of inefficiency can be 

18 
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decteued wfth virtual colocatton arrangements without an 

~P~RCJable neoetlve Impact upon interconnectora. 

4 AddltJonally. mandatory phyalcal colocatlon will remove the LEC' s 

I eblltty to lnaure network aecurtty and reliability. aa Chairman Sikes 

8 recognized In his dissent from the FCC's physical colocation rule. 

7 Todey, one of the LEC'a chief meana of guarding agalnat harm to 

8 the network ia ita complete discretion to control entry to its 

I central offlcea. Wlt·hout thla authority, the potential for both 

10 , inac:tv.tent and intentional interference with LEC operations 

1 1 incru- dramatically. 

12 

13 Finally, safety hazards in collocators' spaces could affect the 

14 entire central office. The LEC will have little authority over the 

11 lnterconnectora' activities, . equipment and installation methods. 

18 Because interconnectors' areas will be locked, the ability of LEC 

17 employees to quickly and effectively respond to emergencies will 

18 be aubltantlally diminished. 

19 

20 Q. GIVEN THE COSTS ASSOCIATED WITH MANDATORY PHYSICAL 

21 

22 

23 

COLOCAnON, DOES GTEFL SEEK TO HAVE THE FLORIDA 

COMMISSION ORDER EXPANDED COLOCA nON IMPLEMENTED 

ON A VIRTUAL BASIS INSTEAD? 

24 A . No. Although many partlea may contend that virtual colocatlon 

arrangements are the moat efficient, GTEFL is not advocatir•g a 

19 
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virtual colocltion mandate any more than it is advocating one for 

physical colocation. Rather, GTEFL Is only asiting for an equal 

right to negotiate an expanded interconnecti~'l errangemem Nith 

Ita cuatomera/eompatltora. GTEFL desires to maintain its property 

rtghts in its structural assets as well as to manage its buainessea 

and fulfill Ita obligations to customers and stockholders, without 

being compelled by reg.ulatory auth,ority to accommodate architec

tural and rate design Imperatives which impose inefficiencies In 

network design, provisioning and administration. With a physical 

colocallon mandate, the LEC has no choice; It must provide 

phyafcal colocatlon regardless of the inefficiencies or disruptions 

created. 

As a broader Issue, at preaent It is far from clear that any benefits 

will accrue to consumers on the whole because of physical 

colocatlon. Clearly any benefits ascribed to expanded intercon

nection will accrue directly to requesting interconnectors who, 

unlike LECs, cen customize service offerings and price beneath the 

LECs' tariffed rate umbrella. Ukewise, the interconnectors' 

customers, who are typically large urban businesses with the 

market Influence to attract competitive service vendors, will also 

benefit. 

GTEFL. believes, however, that the benefits realized by the large 

pleyers will be at the e·xpense of the smaller ones. the rur'al and 

2.0 



1 

2 

3 

4 

5 

6 

7 

8 

• 
10 

11 

12 

13 

14 

115 

18 

17 

18 

19 

20 

21 

22 

23 

24 

2.5 

Q. 

raidentlal customers. If the large urban business customers 

dltcontlnue LEC tariffed aervloea and substitute interconnectors • 

aervk:ea, inherent contributions/subsidies which benefit rural and 

reaktent1at cuatomera will be lo1t. These subsidies are inherent in 

the requlrer-nent: that the LECa charge :statewide averaged tariffed 

rates for thtir atrvlc:ea dltPitt the tact that service costs vary as 

1 function of terr.ain, traffic and household density. These 

contrlbutlona generally support reatdentlal and rural customera, 

who lrt Charged prtcea for service provisioning that are lower 

then related coats, using revenues obtained from business andl 

urban customers, who art charged prices higher than their 

cauaaJiy related coats. 

Any potential benefit to the rural customer is likely to be deferred 

to the indefinite future, due to the alt·ernatlve provider's complete 

discretion regarding its customer selection. By contrast, the loss 

of the contribution and the resulting increase in rates is a very real 

posaibmtv. An.y proceeding which fail a to fully consider the 

impact upon all contribution and support rr.echanisms could 

urlousty deteriorate the quality and availability of service 

preaently enjoyed by the more rural citizens of Florida. 

WHILE THIS DOCKET IS CONCENTRATED ON THE tSSUES 

ASSOCIATED WITH EXPANDED INTERCONNECTION f ·OR 

21 
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SPECIAL ACCESS, ARE THERE ANY RELATED ISSUES THE 

COMMIIIION IHOULD KUP IN MIND? 

Yea. Even more so than the case of expanded interconnection for 

apect.lecceaa, expanded Interconnection for switched access Is 

likely to place 1 very significant strain on the overall support flows 

In the lnduatry, due to the currant pricing mechanisms. Current 

prtcil"Q arrangement• rely on the continued flow of contribution 

from awttched accaas aervice_a. and i.ntraLAT A toll services to 

ellow GTEFt. and ather LECa to retain a low average basic R 1 

service price. Aa other service provider.: attempt to capture a 

larger ahate of the tranaport merket for switched services tin· 

eluding the provision of loopst. the contribution contained in tha 

Pricel Will be eroded. Expanded Interconnection for switched 

accas ecc:ele,.tu the competitive erosion. The reason this 

matter should be considered in this docket Is that once a party has 

obtained floor apace under a physical coloca,tion order, that party 

will no doubt argue that it is absolutely inefficient to not be 

allowed to use that space for both switched and special transport 

servic:es. Thus, In establishing its policy for physical, virtual, or 

LEC-choiee for special access transport facilities, the Commission 

should bear in mind that its decision will affect a subsequent 

switched access decision. 

24 Q. WHAT LECS IN FLORIDA SHOULD BE REQUIRED TO PROVIDE 

25 EXPANDEDINTERCONNEcnON? 
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A. In prfnctple, if expended Interconnection provides such significant 

beneflta u IN claimed by itl proponents. then alllECs should be 

required to provide for the Hrvice, no matter wha·t their size or 

whiM they lteloclted. However, the FCC's order limits tariffing 

requiret'Nntl to expanded interconnection for special access 

..W.. of Tier· 1 LECa only. GTEFL believes that this limitation 

ill refttctlon of the facts I deacrlbld above--that the benefits of 
. 

expended Interconnection ere quite concentrated end the co1t1 are 

dlffulld over a wkie bile. Further. In many non-urban areas, the 

coats •IOC18ted With expanded lnttrconnaction will not be 

recoverable due to Insufficient demand for such a service by 

potential lnterconnec:tora. Thus GTEFL supports a limitation to 

Tier 1 LECs In Florida u well. Many small LECs concur in tariffs 

developed and maintained by the National Exchange Carrier 

Alaoclatlon (•NECA •J, which has not been required to file 

expanded Interconnection tariffs on behalf of its member 

companies. 

Ev'ln though expanded interconnection requirements apply only to 

llrger L£Ca, the Impact of such interconnection is not, however, 

llmfted to such LECa. Expanded interconnection for lntraLA TA 

services wUI affect smaller LECs thr'ough the compensation 

amana-menu that exist between large and small LECs. These 

arrengemenu specify how lECa involved in jointly providing 

Hrvicel wtll be compensated for the portion of the service they 
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Q. 

A. 

have provided. Expanded interconne-ction allows for non-LEC 

lnterconnectors to provide portions of these services. Current 

•"'-ngements do not reflect this possibility or its impact. The 

consequences o,f a.xpended Interconnection to smaller LECs cannot 

be Hmttad or controlled by applying the interconnection require· 

ment to only the larger· LECa. 

ARE DIITINCT REQUIREMENTS FOR INTERSTATE AND 

JNTRAITATE EXPANDED INTERCONNECTION APPROPRIATE FOR 

FLOIIDA? 

Aa I have already testlfled, the FCC's Order does not compel this 

Commiaak»n to adopt the same requirements for intrastate 

lnterconn.ectJon as thole at the Interstate level. After alt, today 

we treat Imamate and Intrastate services as different for pricing 

purpo... Thla could be continued f'or the case of expanded 

interconnection as well. As a practical maner, however, separate 

intrutate and interstate interconnection regimes would prove 

unworkable. For the most part, GTEFL believes that intercon· 

nec:tlon for intrastate special access services should ·follow 

interconnection f'Or Interstate special access services. Having a 

unified plan would certainly limit the administrative costs of the 

expanded Interconnection service and remove some of the 

Incentive for mlareporting the jurisdictional nature of the traffic . 
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1 Q. DOES THII UNIFIED TREATMENT EXTEND TO ALL ASPECTS OF 

2 

3 

THE 118UE8 ASSOCIATED WITH EXPANDED 

INTERCONNEC110N7 

4 A. No. With regard to colocatlon, GTEFL strongly believes that the 

5 

8 

7 
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13 

14 

11 
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17 
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Commiuion should decide for itself whether it is in the public 

lnuweat of aH Florida conaumers to force physical colocation on 
. . 

LECa. The FCC hu allowed the states to express their view on 

th1a lubject, even if theY didn't accept the positions taken by all 

the states. Although the atetes were ostensibly required to take 

apcwopriate .ction by February 16, 1993, this Commission, along 

With NARUC and commlaalona from several other states, 

requeated a.n extension of that deadline. While the FCC has now 

denied that petition as well, a number of local exchange providers, 

including the GTE companies, ha\le appealed the FCC's Order 

mandating physical colocalion. The Bell Atlantic Telephone 

Companies. etal. v~ FCC, Petition for Review, No. 92-1619 (D.C. 

Cir I filed Nov I 26, 1992. Given the remaining uncertainty 

aaaoclated with the ,FCC's physical colocatlon rule, GTEFL urges 

tlw Commiulon to develop and be prepared to implement its own 

colocatlon policy. Only in this wav can the Commission acti<~ely 

ensure protection of state-specific interests. 

23 Q. SHOULD THE COMMISSION MANDATE EXPANDED 

24 

215 

INTERCONNECTION FOR NON·FIBER OPTIC "fECHNOLOOY? 
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A. 

a. 

A. 

No. In principle, the technology involved in expanded 

Interconnection should be irrelevant. However, practical 

conalderationa with regard to space constraints, particularly in 

vault apace and entrance tacilitle1 to LEC central offices, imply 

atrongly thlt expanded 'nterconnectlon should be limited to only 

fiber optic technology. TraditiOnal cable facilities are far larger 

tflln, thOM auociated with fiber and therefore could lead to far 

greeter demands on limited space. However, if the Commission 

were to allOw the parties seeking Interconnection to negotiate 

' 
their own agreement as to virtual vs. physical colocatlon. there is 

no Inherent reason why a.n acceptable agreement as to the 

technology to be employed In expanded interccmnectlon could not 

be agreed upon. But the final decision would have to be deferred 

to the owner of the property rights--the LEC. Otherwise, a party 

seeking interconnection vie non-fiber technology could result in an 

tmmedlate exhluation and excess demand' for LEC structural 

space. Under such conditions, the LEC must have the right to 

refuse expanded interconnection. 

IS ANY UNIUNDUNG OF EXImNG LEC SERVICES REQUIRED TO 

IMPLEMENT EXPANDED INTERCONNECTION? 

Vea. While aome limited unbundling is necessary to ensure 

effecrtlve inarconnectlon of special .access, a fundamental 

unbundUng of an LEC aervlcea end functlonalltles Is not needed. 

nw. rate elements for special ecce.aa services are already 

26 
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unbundled Into· loop, tranaport and termination, elements and the 

FCC explloltJv determined that unbundling, beyond the establish· 

ment of the interconnection charge and the •real estate• rate ale

menta, we• not needed to Implement expanded Interconnection. 

lndMCI, unbundUn.g is not something that should be pur.sued 

almply for Ita own aake. Many algnlflcant lsauea exist, such as 

the efhct on exiatlng subaidy flowa and local residential rates. 

Servlcel ahould onty be unbundled following a determination by 

m. Cornmiuion that unbundling is an effective and necessary 

...,. of promottng fair and eHtclent competition. Following such 

a d.eterminatlon, specific unbundling decisions sh\iuld be guided 

by crlterll of KOnomic and technical feasibility. The application 

of theae crtterta wUI ensure that LECs are capable of offering the 

apeciflc network functionality on an unbundled basis and that 

aufflcient demand' exlltl at a price which cover the relevant 

incremental coata and contributes to the common overhead costs 

of the lEC. 

AI a matter of timing, unbundling beyond that necessary to 

enaure etfectfv.a interconnection of special access should not be 

addreaud until the imptementetton of expanded interconnection 

ia complete. 'The unbundling of local exchange services should be 

addreased In a separate proceeding (or at least a separate phase 

of this proc..ding), aa competltton tor basic local e)(change 

Qrvtc.a continues to develop. 
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1 0. IF THE COMMISIION REQUIRES LECS TO OFFER EXPANDED 

2 INTERCONNEcnON, SHOULD THE COMMISSION ALLOW LECS 

3 AND OTHER PARnES TO INTERCONNECT WITH THE 

4 COLOCA'nNG PARTY? 

6 A. Vee. Firat, It 11 conalatent wfth the symmetrical treatment of all 

I partlea In the marketplace. Second, if t.he AAVs truly have a 
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a. 

"better mousetrap• to offer the marketplace than do the LECs, 

then there Ia no reason It should be d.enled to any entity in the 

marketplace. Likewise, if AAV coat• ere lower then those of the 

LEC, thtre 11 no reeaon that LECa should be precluded from 

purchulng Inputs from the AAVa In order to provide the services 

to Its remaining cuatomera. Clearly, the AAVs are no longer 

aimpfy intereat•d in providing just" a "redundant" or "network 

reliability• tvpe of offering to their established customer base. 

After all, once they are interconnected with the L.EC, the end·to· 

end service Is no more reliable than the weakest link. Part of the 

AAV service would be an input provided by aLEC. If 'LEC service 

Ia unreliable, then a more efficient market solution would be to 

allow the L£C to purchase services from. the AA V and utilize them 

in providing Its own out.put. One of thoae inputs which might be 

utJIIzld by aLEC, or another party, is AAV floor space. 

A CLOSELY RELATED ISSUE, THEN, IS WHO SHOULD BE 

ALLOWED TO INTERCONNECT? 
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A. In Ita Order, the FCC propoaea that expanded Interconnection for 

apecial acceu be made available to all parties, regardteaa of their 

poealblt regulltory c::leaatflcltlon aa lnterexchange Carrier UXC), 

lnd uur, Comp.-titlve Access Provider (CAP). Enhanced Service 

Provider (ESP), or any other tabel. GTE &upporta thla line ot 

reuonlng and believes that limiting this service to a given 

clauiflcetJon of cuatomera is unworkable. 

It Is virtually impoasible to distinguish among customers. How 

dOll 1 LEC know the difference betwee·n an ESP and an AA V or 

an AAV and an tXC, or an IXC and a cellular provider? The LEC 

doan't, unless the customer elects to tell it. Some customers 

can M placed'" multiple classification. An IXC can be an ESP; a 

cellular provider can be an tXC: an AAV be an lXC and an ESP; 

a ettllular provider can be a co·carrier, an ESP, an IXC. an AAV. 

and also appear to be an end user. Givan the ability to resell LEC 

services, which Ia f1.1ndement'ally what an interconnactor is doing, 

an approved clatl of customers can act as an agent for any other 

CUitomer. Thua, any attemp,t to enforce some arbitrary 

clalalflcat:lon scheme is simply a waste of 'L.EC resource,s. This 

points out the problems associated with many existing tariff 

appHcattonatn an increaalnglycompetltlv• marketplace. Since this 

policy confusion crosses both special .and switched access 

.aervieu in the Florida jurisdiction and also clearly exists at the 

tMeral level, a comprehensive reexamination of· FCC as well sa 
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Florida ru .. a will be required If the benefits of expanded 

Interconnection are truly to be realized. 

4 Q. DOES THE COURSE Of ACT10N WHICH YOU JUST DESCRIBED 

5 WITH RESPECT TO RECIPR.OCAl COLOCAnON REQUIREMENTS 

8 AND WHO IS ALLOWED TO INTERCONNECT HAVE ANY OTHER 

7 REGULATORY IMPUCAnONS? 

8 A. Yea, some rather aerioua onea. Easentlanv, what Is being 

I auggeated for expanded Interconnection is the elimination of 
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a. 

resale and use and user restrictions. As currently filed, interstate 

ecceu tariffs do not contain resale or sharing restrict·ions and 

therefore, then matters need not be addressed solely with 

respect to theae tariffs. However, local tariffs do contain resale 

and sharing prohibitions. The.se restrictions exist because the 

local tariffs contain rate structures and rate levels which are, to a 

large degree, dependent on customer identity, rather than the 

volume of service purchased by customers. The use of resale 

and sharing restrictions has allowed social and public policy goals 

to be introduced into the rate design f:or LEC services. The 

eUminatton of these restrictions. while desirable as a tong term 

poJicy goal, muat be preceded bV a comprehensive review and 

potential resttucture of all affected services. 

IF THE LONG TERM EFFECTS INCLUDE A POTENTIAL 

RESTRUCTURE Of ALL AFFECTED SERVICES. T.HEN DOES 

30 
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A. 

EXPANDED INTERCONNECTION HAVE POTENTIALLY 

.GNIPtCANT EPFECTI ON THE JURISDICTIONAL SEPARA nON 

OF LEC COSTS7 

Yea, expended Interconnection could have potentially significant 

effects on the jurisdictional separation of LEC costs. More 

accurately, tt is the increased competition induced by 

tllehnotogloal changea and enhanced by expanded Interconnection 

which will affect the jurildictlooal separations. Switching 

equipment at LEC end offlce1 and tandem offices is used jointly 

for local, extended area service <EAS), intraLATA toll, and 

lnterLATA switched access services. The total cost (or revenue 

requirement) of this equipment Is allocated to the various services, 

baed upon their relative minutes of use. 

LEC co•ta uaoclated with interoffice trunking facilities are 

llkewile allocated to the above services plus private line and 

special accen based upon relative use, expressed in terms of 

trunks, circuits, and miles. The coats allocated to each service 

drive the jurisdictional allocation of· LEC costs. 

AI lntere.xchange carriers begin to interconnect at the LECs' 

central offices and abandon existing LEC access connection 

f.cllltles, the total LEC Investment in these joint facilities will not 

dilal)pear; re·ther, this investment will be reallocated among the 

urvlcea and jurisdictions which remain, based on the' usage that 
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remains on these facilities. As the interlA T A access usage 

declines, more of the interoffice transport facility costs will be 

allocated to the remaining EAS and lntralAT A toll services. The 

impact of special accaaa Interconnection will therefore reault In a 

dtcr1111 In the cost of special access and an increase in the cost 

of all other L.EC services. 

If and when switched interconnection is adopted, jointly used 

facilities .will see a decrease in swit·ched access minutes, both 

state and interstate, and a cor•qspond\ng increase in costs ,. 
. 

allocated to all other services, Including EAS and local. The 

jurisdictional impact of switched interconnection will be much 

greater than the impact of special interconnection, both because 

of the sheer volume, and because switched int.erconnection will 

likely· result in carriers interconnecting at each end office, 

bypassing the tandem altogether. As the inter LATA switched 

access minutes decline because IXCs bypass LEC tandem 

swttchea, more of t.he iointly used switching and exchange 

trunklng facility costs will be allocated to intraLA T A toll, EAS. and 

local services. 

IF THE COMMISSION PERMITS ·EXPANDED INTERCONNECTION, 

WHAT PRICING FlEXIBILITY SHOULD THE LECS BE GRANTED 

FOR SPECIAL ACCESS AND PRIVATE LINE SERVICES? 
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A. 

a. 

In terms of pricing ftexlbllltv, there Is the need to deaverage prices 

both on a volume basis and geographically; there will need to be 

a rebalancing bttw"n twitched and spacial and between state 

and interstate juriadlctlona. the latter as. a result of the separation• 

lmpaOta. Thera are conuquencea beyond the narrowly defined 

Impacts on access services, due to the contribution mechanisms 

embodied In LEC pricea. Both the separations rules as wall as 

the marketplace dictate thesi actions. If the service is 

competJtlve, and by the Federal Communications Commission's 

own lllnguage-· "Competitive Access Providers" ··it is and i.s 

becoming e.ver more so~, then the service should be deregulated or 

at ... It detaliffed. If It is not competitive everywhere and that is 

the rationalization for not deregulating or datariffing, then GTEFL 

suggesta that this is an implicit recognition that geography ~ 

make a difference and that difference should be recognized in 

pricing flexibility granted to LECI. This will be especially true for 

switched accau services under expanded interconnection, but is 

no less valid for special access and private line interconnection. 

SHOULD ALL SPECIAL ACCESS AND PRIVATE UNE PROVIDERS 

• REQUIRED TO FILE TARIFFS? 

I believe that all pAnlclpants In the marlt~t .. l uld oe allowed the 

Hme freedom to compete, under the same terms and conditions. 

Therefore, If the Commiaalo.n finds it appropriate that the LECs 

ahould operate subject to tariffs, then all special access and 
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Q. 

A. 

private line pr.ovlders should be subject t.o the same condition. It 

the competitive rivals ar• not required to file tariffs. then the LECs 

ahould be afforded the aame degree of regulatory latitude. A 

atrong ease can be made that the unilateral requirement Imposed 

on LECs to file tarlffa actually weakens the price competition 

between the LEC and o-ther parties, less.ening the benefits to the 

ultimate consumers. 

IF THE COMMISSION PERMITS COLOCATION, WHAT RATES, 

TERMS, AND CONDmONS SHOULD BE TARIFFED BY THE LEC? 

All have just testified, the. answer to this question depends upon 

wt:\ether or not the Commission requires LECs to file tariffs in the 

flrat place. If ftrms such aa ICI are not required to file tariffs, then 

GTI;Fl and other LECa should also not have to meet such 

requirements. If the latter is the case, then it is not necessary to 

tariff any rates, terms and conditions for expanded 

Interconnection, as they would be reached by negotiation. If 

tariffs are required, however, in terms of colocation, a legitimate 

a.rgument cen be made by LEC rivals that GTEFL and other LECs 

have market power in the provision of loops, including special 

acceu linea to end users, but not monopoly power; there are very 

legitimate and cost-effective loop 'ubstitutes. available today and 

even more will be a.vailable in the future'. However, wha·tever 

degrH of m~rket pow.r that aLEC has in the pfOvision of loops, 

It een•lntv does not have any market power in the provision of 
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reat eltate or commerclal/lnduatrial floor space for colocation. 

Aecordlngtv, the market can be allowed to work very efficiently 

In the pricing of floor apace, should the Commission be interested 

in puraulng such a policy. 

To the extent that a LEC haa apace available in Ita Central Offlcea 

and wtahll to makl tnat space available to third parties, rental 

f'ltb can be eatabliahed baaed on market conditions in the area 

for equlvllent klnda of apace. To the extent that central office 

apece is dlfferent.iated from other floor space, some pr~mium can 

potentially be extracted. Conaider the consequences if the 

Commiaaion purauea thla courae of action. First, the LEC would 

be effectiVely replacing the Coat Ali.Jcation Manual ("CAM•) with 

1 merket-baaed trenuctlon price. l·f there is no effective demand 

for the rental space made available, then the price will be quite 

low, approxhnating the marginal cost of the floor space. If the 

demand exists, then the price. which would be c.harged, 'loth to 

the LEC itself and to any other party seeking to rent the space is 

the Amt market·bued price. 

Sup~e a market price is established, even for the sake of 

argument includl.ng pure· economic rent, and the demand for the 

apaca exceeds the quantity of· apace available. The first market 

action In responu to this exce11 demand is to raise the price of 

the ftoor apace until the quantity demanded is i.n balance with the 
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Q. 

A. 

quantity avalllble. Of ooursa, competitors will utilize the 

regulatory proceu to complain that the price is too high. If a firm 

making the aUegatlon ot "price gouging" is not happy with the 

l£C prtce tor floor space, the firm can simply locate elsewhere 

and face no compa•titlve harm In the terms of colocatlon pricln;, 

11001 GTEFL Ia maintaining Ita pricing policy of virtual coiocation. 

Any appeals to the regulatory process for re~ief from the pricing 

of floor apace should Immediately be dismissed by the 

Commiaaton aa an. arbitrary attempt to use tt'!e process to force 

dtley on the LEC. Thus, In principle, the price of floor space 

should not be a tariffed service. 

HASN'T THE FCC ALREADY REQUIRED THE TARIFFING OF 

FlOOR SPACE PRICING FOR INTERSTATE EXPANDED 

INTERCONNECTION? 

Indeed tt has; that is why my answer to the previous question 

was that In prlncip.le the price of· floor space should not be subject 

to 'tariffing requirements. As 1 also stated earlier, a number of 

isaues have been taken out of' this Commission's hands by the 

FCC's actions. Since a price already exists for floor space, power, 

etc. in the interstate tariffs, GTEFL suggests that as a practical 

matter, the prices, terms and conditions in the federal tariffs 

should be mirrored In the state tariffs. 
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SHOULD THE SAME TERMS AND CONDmONS OF EXPANDED 

INTERCONNEcnON APPLY TO AT.T AS APPLY TO OTHER 

INTERCONNECTORS7 

Ytl. AI I have already tlltlfled, GTEFL bellevea that aU Plrtlel, 

reprdlell of their Identity, should be euthorized to purchase our 

acceaa Hrvlcea. 

8 Q. · SHOULD THE COMMISIION REQUIRE STANDARDS FOR 

I PHYIICAL AND/OR VIRTUAL COLOCAnON? 

10 ,, 
12 

13 

14 
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A. No. It Ia not necessary for the Commission to require standards 

for eoloeatton. It Ia clearly poaaible for two parties to reach a 

mutually advan'tllgeoua agreement between themselves without 

the eatabllahment of •ttandard•• by an outside ,party. If. 

howev.ar, standards are to be required, the Commission should 

ettabllah ontv minimum technical standards to be agreed to by the 

partlea. Thue minimum technical standards should be eQuivalent 

to what the LEC currently offers on its own services. Certainly 

nothing higher should be required, nor should more stringent 

s:tandarda be precluded. It is likely that on the basis of voluntary 

f'l(tQOtialion.s, that some parties might find higher service standards 

to be in both parties best interests, even if the more stringent 

atandards result In a higher price. For example, the normal 

standard for DS-1 prov'i&loned bV a LEC mey be 5 days at a price 

of x dottara. l·f the interconnecting party seeking colocation finds 

it dealrable to Htabliah a standard to market to ita customers that 
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Q. 

A. 

a DS·l w\11 be provisioned In 3 day.s, then the price from the LEC 

to the ln1erconnector might be set at a higher level x + v dollars for 

the hlgliler level of service. In such cases, voluntary agreements 

can be reached If negotiations are allowed. However, these 

higher standards should not be re~quired, simply allowed. 

WHAT STANDARDS SHOULD BE ESTABUSHED FOR THE LECS 

TO ALLOCATE FLOOR SPACE FOR COLOCATORS7 

All teatffted above, the market, if allowed to operate, will take 

care of this matter without any standards being established. The 

FCC, however, not trusting the very market mechanisms it says 

it seeks to encour,,ge, established a first-come/first-served policy 

for the allocation O·f floor space in a LEC central office. Again as 

a practical matter, the standards already established for obtaining 

apace in the LEC C.O.s for Interstate expanded colocation should 

be mirrored in the Florida intrastate arrangements. 

At the federal level, no requirement for reciprocity was placed on 

thole parties seeking colocation from the LECs. As GTE.FL has 

stated, we believe that reciprocal agreements are desirable, so 

that those parties seellc.in.g colocatlon with LECs should have t'he 

urne standards Imposed on tihem to allocate floor space as are 

impo.sed on the L.ECs. This ma,y call for an increased level of 

regulation to be imposed on the AAVs in Flor·ida than has been 

exercised in th• past. 
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a. 

A. 

SHOULD EXPANDED INTERCONNECTION BE SUBJECT TO A 

•NIT RIVINUE TEST" IN ORDER TO AVOID POSSIBLE CROSS~ 

SUBSIDY CONCERNS? 

One of the stated purposes of the introduction of expanded 

interconnection is to Increase the level and degree of competition 

wtthJn the local exchange boundaries. If this is indeed correct, 

then clearly to maximize the benefits to consumers, it is desirable 

that all competitors In the market be subject to the same types of 

Incentives. The assumption generally made by economists is that 

firma will attempt to maximize profits and will introduce a new 

product, such as e)(panded Interconnection, if such a. product adds 

more to revenues than it does to coats. That is, it the net 

rev•nuu auociated with the new product are positive, stated on 

a net present value basis. As an ec·.onomist, !t'lis is e·xactly the 

type of IncentiVe that all firms should face. With scarce resources 

avellable, as a society we have no business in "wasting" 

resources where the incremental costs exceed the benefits which 

are expected to be derived. So, GTEFL's answer is that "ves", 

ex,panded interconnection should be subject ·to a net revenue test. 

If the offering does not pass such s test, this means that the 

additional costa associated with ex:panded iNerconnection exceed 

the additional revenues gained. t f the LEC is to be "made whole", 

then the addit ional costs will have t.o be recovered from some 

other source. Or In short, failure to pass the net revenue test will 

Imply that on the basis of total service incremental cost, the 
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Q. 

A. 

expanded interconnection product offering is being cross-

aubalcflzed. I believe that GTEFL'a poaitlon in this is consistent 

wfth the decision recently reached by the Commlsalon in Docket 

No. 910757-TP on erosa-subsldlzation. 

8A8ED ON YOUR TE&nMONY, WOULD YOU SAY THAT 

IXPANDED INTERCONNECTION FOR SPECIAL ACCESS AND/OR 

PIIVATE UNE IS IN THE PUBLIC INTEREST7 

GT!FL agrHs that eJCpanded Interconnection can be a desirable . . 

offering: and can promote expanded choices to customers. 

Deaptte this conditional endorsement of the concept of expanded 

Interconnection, GTEFL remains firmly convinced t.hat the current 

policies associated with tariff rules and applications hinder the 

.ability of the LEC to compete with its non-regulated or lightly 

regulated competitors. GTEFL strongly believes that access rules 

and rate structure changes are necessary either concurrently or 

preferably prior to the .availability of expanded interconnection. 

Such pricing and regulatory reforms must include: 

at geographic deaveraging of access services pricing; 

increased flexibility in the timing of making price 

adjust.ments that are timely in the marke't place; 
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d) 

., 

f) 

the ablllty to put together service packages as end-to-end 

offers to customers, Including the resale of AAV facilities, 

wtth tne ability to go "off-tariff" to satisfy unique customer 

demands and service arran.gements. 

ln::reased flexibility In the range of allowable prices to LECs; 

consistent treatment for au competitors in the marketplace 

by regulatory bodiet with recognition that AAVs, ESPs, 

IXCa, cellular carriers, etc. are potential and actual LEC 

cornpetltora as welles valued customer•; 

recognition that a firm can simultaneously be an ESP and 

an AAV, or an AAV a'ld an tXC. Any rules established by 

the Commlsskm should be blind to the identity of the pa.rty. 

The LEC does not have the ability, nor does it want to, 

perform the duties of the telephone police. 

This laat point, in GTEFL's opinion, is somewhat critical to 

eaubUahlng e focused and consistent telecofT'munlcations policy. 

GTEA. believes that as a matter of general business ethics, the 

Company should not be put In the position of giving its customers 

the financial Incentive to misrepresent who they are and what 

they do. Current regulatory requirements place the LECs in this 

uncomfortable position. 

41 



1 Q. IF EXPANDED INTERCONNEcnON DOES INDEED OFFER 

2 

3 

BENEFITS TO THE CUSTOMERS, SHOULD THE COMMISSION 

CIMNT ICI'I PEtiTION? 

4 A. With the caveats I have provided above concerning pricing 

IS flexibility and symmetrical regulatory treatment of all players in 

6 

7 

8 

the market place, GTEFL doea not object to the Commission 

grentlng ICI't petition. 

9 Q. DOES THII COMPLETE YOUR TESnMONY? 

10 A. v .. , it doea. 

11 

12 
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Sc:o.,., • ~ PN~Mted to the Center for PubUc U1Uit'-•• CoU•o• of Bu•tn••• 
Admlnlltrlltlon and !oonOmklt, N•w tM•tco State Unlv•ralty t Mtrah , , I , as a. 
S1nta Fl. Ntw MIJtkao, 



PRESENTATIONS .net PUIUCATIONS Ccondnued) 

•expanded Interconnection and Acceaa ComSMtttlon: A Hollattc Approach to 
Producta and ~. • paper preaented to the 18th Annual Rate and Regulatory 
Symposium, The Changing Envtronment: Competition, Regulation and Incentives, 
April 27, 1182, St. Louta, Mlaaouri. 

•Regulation •nd Competition: Sweet Slbllngt or Evil Twins?.• paper presented to 
the UniYerlitv of Kanaaa 1992 Fall Stakeholder• Syrnpoalum on 
Teleco""""'*-tJone, Novembtr 17, 1812, Lawrence, Kana••· 

"SorM Pterlmlnery Thoughts On Public Polley lmpllcatrons of Personal 
Communlc8Uon Servicea: Impacts On Support Mechanisms, Price Levels, and Rate 
Structu.rea, • appearing In W•lhlogtpn Ttltcom WMk, December 4 , 1992 (Volume 
1, No. 38). 

•an the Road to Dlveattture U: New Organizational & Regulatory Structures for 
GTE, • paper p,...nted to GTE South Area Key Management MeetJng: Cha11englng 
nmea ... Challenging laauea, March 17. 1993, Tampa, Florida. 

•Local Exchange S.rvice: What Bott.leneck 7, • Jtltdmta (Spring, 1993) PP 2 - 5, 
17. 

•n.. Good., The Bad, and The Ugly: Rqulation ~tnd Competition,· paper presented 
to the Untverslty of Kanaaa 1993 Advanced Tele-Management Pro1gram. May 26. 
1993, Lawrence, Kanaaa. 

•Public Polley for a Multiproduct Firm: Tearing Down the Berlin Wall in 
Telecommunications, • publication forthcoming in Utility Polley, (with Virginia 
Sheffield, 

COURSES TAUGHT 

Priociplea ot· Economlca 
Econometrics 
Public Policies Toward Bualnen 
Introduction to Public~ Choice Theory 

HONORS and AWARDS: 

Omicron Delta Epallon 
Phi Kappa Phi 

Industrial Organization 
Managerial Economics 
Intermediate Microeconomlc Theory 
Public Finance 

Beta Gamma Sigma 
Who's Who in the East 



PROFESSIONAL AFfiLIATIONS: 

American Economic Allociatlon 
Southern Economic Aaociatton 
Weatern Economic AIIOCIItlon 
Publk: Choice Society 
Polley Analyall CommlttM ·United States Telephone Alaoclatlon 



.. 

CMIJPic;u'l or SIRVXCJ 

I RIRDY Cllft'!PY that a copy o·f the Direct Teatimony of 

Eclward Beauvaia on behalf of CTI Florida Incorporated in Docket 

No. 921074-TP waa Hnt by u.s. aail on June 24, 1993 to the 

partiea on the attacbed liat. 



. _ .. 
Tracy Hatch 
Florida Public Service 

Co.ai••ion 
101 Ea8t Cainu StrHt 
Tallah•••ee, PL 

32399-0865 

David B. Erwin 
Young va~aen4erp 
225 s. Ad- St. 
su.ite 200 
Tallaha•aee, FL 32302 

Office of Pub. Counael 
ClaucSe Pepper luild1nq 
111 w. Madiaon Street 
Room 812 
Tallahaaaee,PL 32391-

1400 

Lee L. Willia 
Aualey McMullen McQebaa 

Carothera • Proctor 
P.O. Box 391 
Tallahaaaee, PL 32302 

J'ohn A. car.roll, Jr. 
Northeaat ,Fla. Tel. co. 
P. o. Box 485 
Macclenny, PL 32063-

0415 

Brad Mutachelknaua 
Danny E. Acta•• 
Rachel Rothstein 
Wiley Rein Pieldinq 
1776 K Street K.M. 
Washington, DC 20006 

Chanthina R. Bryant 
Sprint 
3065 CWiberland circle 
Atlanta, GA. 3033·9 

Harria R. Anthony 
J. Phillip carver 
C/O Marshall Criaer III 
150 S. Monroe Street 
suite 400 
Tallahaaaee, PL 32301 

Michael w. Tye 
AT'T co-unicationa tna. 
10a laat Colleqe Avenue 
Suite 1410 
Tallah.aaaee, FL 32301 

Harriet Eudy 
ALLTEL Florida, Inc. 
P. o. Box 550 
Live oak, FL 32060 

Joaepb McGlothlin 
Vicki Gordon Kaufaan 
McWhirter Grandoff and 

Reeve a 
315 s. Calhoun st. 
Tallahaaaae, PL 32301 

Charles L. Dennis 
Indiantown Tel.Sya.Inc. 
P.O. Box 277 
Indiantown, FL 34956 

Dean JCurtz 
central Tel. Co. 
P. o. Box 2214 
Tallahaaaee, PL 32316 

Paul Jon•• 
Ti.. warner cable 
corporate Hdqtra. 
300 Firat. Sta•tord Pl. 
Staatord, CT 06902-

6732 

Patrick K. Wi99ina 
Kathleen Villacorta 
Wiggins ' Villacorta 
P. o. Drawer 1657 
Tallahaaaee, rL 32302 

Peter M. Dunbar 
Maben CUlpepper 

DUnbar ' French 
P. o. Box 10095 
Tallahaaaee, FL 32302 

Jett McGehee 
Southland Tel. co. 
210 BrwOkWood RoacS 
P. o. Box 37 
Atmore, AL 36504 

Daniel v. Gregory 
Quincy Tel. co. 
p. o. Box 189 
Quincy, FL 3235.1 

Joseph P. Gillan 
Gillan and Jtaaoc::. 
P.o. Box 541038 
Orl4ndo, FL 32854-

1038 

c. Everett Boyd Jr. 
ErVin Varn Jacobs 

Odom ' Ervin 
305 s. Gad•d•n St. 
Tallahassee, FL 32301 




