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1 •aOC88DI.G8 

2 (Hearing reconvened at 9:30 a.m. ) 

3 (Transcript continues in sequence froa Voluae 

4 3.) 

5 CIIAIRIIAJI DEASON: Call the hearing to order. 

6 ... Canzano, any preliainary matters? 

7 MS. CANZANO: Yes, staff would like to take 

8 official recognition of two commission orders. And that 

9 would be co .. ission Order No. 24877 issued on August 2nd, 

10 1991, and Order No. 25546 issued 12-26, 1991. And both of 

11 these are in Docket No. 890183-TL. 

12 MS. PBID: What was the docket nuaber again, I'm 

13 sorry, Donna? 

14 MS. CANZANO: 890183-TL. Which is the generic 

15 investigation into operations of alternate access vendors. 

16 CHAIRIIAJI DEASON: And what was that first order 

17 nuaber again, please? 

18 MS. CANZANO: 24877. 

19 MR. FONS: Is this going to~ an exhibit? 

20 MS. CANZANO: We just ask that it be recognized. 

21 MR. FONS: Add that to Exhibit No. 1? 

22 MS. CANZANO: Yes . If that's okay. 

23 CIIAIRIIAJI DEASON: And the Commission will take 

24 recognition of its own orders. 

25 MS. CANZANO: Thank you. 

FLORIDA PUBLIC SERVICE COMMISSION 
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CHAIRMAN DEASON: Any other preliminary matters? 

2 Kr. Carver, I believe your witness is next. 

3 MS. PEED: Southern Bell calls Jerry Hendrix, 

4 plea••· 

5 CHAIRMAN DEASON: Mr. Hendrix was here yeaterday 

6 and vaa sworn y .. terday; ia that correct? 

7 MS. PEED: Yes, he was . 

8 JERRY D. HENDRIX 

9 waa called aa a witness on behalf of southern Bell 

10 Telephone and Telegraph Company and, having been duly 

11 sworn, teatified aa follows: 

12 DIRECT EXAMINATION 

13 BY MS. PEED: 

14 Q Good .orning, Mr. Hendrix . Could you state 

15 your naae and work address for the record, please? 

16 A My naae ia Jerry D. Hendrix. My work address 

17 ia 675 Weat Peachtree Street, Atlanta, Georgia. 

18 Q And by whom are you employed and could you 

19 briefly deacribe your job responsibilities? 

20 A Y••· I aa eaployed by BellSouth as a aanaqer. 

21 I aanage switched access services for the nine BellSouth 

22 atatea. 

23 Q Did you cauae to be filed on May 2Jrd, 1994, 

24 30 pagea of te•tiaony with three exhibits? 

25 A Yea, I did. 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 Q And do you have any corrections to that 

2 teati.ony? 

3 A I believe I have one, and that change ia on 

4 Page 26, Line 13, I wanted to add two other atatea: 

5 south carolina and Tennessee. 

6 Q And with the exception of those correctiona, 

7 if I aaked you theae saae questions, would your answers 

8 be the •a-? 

9 

10 

11 

A 

Q 

A 

Yea. 

Do you have any corrections to your exhibits? 

No, I do not. 

12 MS. PEED: Mr. Chairman, I'd like to have these 

13 exhibit• aarked for identification purposes. 

14 CHAIRMAN DEASON: They will be identified as 

15 Coapoaite Exhibit 26. 

16 (Coapoaite Exhibit No. 26 marked for 

17 identification.) 

18 MS. PEED: And I would also ask that the 

19 teati.ony be entered into the record as if read from the 

20 atand. 

21 CHAIRMAN DEASON: Without objection, it will be 

22 ao inaerted. 

23 

24 

25 

FLORIDA PUBLIC SERVICE COMMISSION 
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25 A. 

SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY 

TESTIMONY OF JERRY D. HENDRIX 

BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 921074-TP 

MAY 23, 1994 

WILL YOU PLEASE STATE YOUR NAME AND BUSINESS 

ADDRESS? 

YBS. I AM JERRY D. HENDRIX. MY BUSINESS ADDRESS 

IS 675 WEST PEACHTREE STREET, ATLANTA, GEORGIA. 

BY WHOM ARE YOU EMPLOYED AND IN' WHAT CAPACITY? 

I AM EMPLOYED BY BELLSOUTH TELECOMMUNICATIONS, 

INC., D/B/A SOUTHERN BELL TELEPHONE AND TELEGRAPH 

COMPANY IN FLORIDA ("SOUTHERN BELL"), AS A MANAGER 

IN REGULATORY AND EXTERNAL AFFAIRS. 

PLBASB GIVB A BRIEF DESCRIPTION OF YOUR BACKGROUND 

AND BXPBRIBNCB. 

I WAS GRADUATED FROM MOREHOUSE COLLEGE IN ATLANTA, 

- 1 -
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5 

6 Q. 

7 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 Q. 

GEORGIA IN 1975 WITH A BACHELOR OF ARTS DEGREE. I 

BEGAN EMPLOYMENT WITH SOUTHERN BELL IN 1979 AND 

HELD VARIOUS POSITIONS BEFORE JOINING THE 

HBADQUARTBRS REGULATORY ORGANIZATION IN 1985. 

WHAT ARB YOUR JOB RESPONSIBILITIES? 

I AM CURRENTLY RESPONSIBLE FOR INTERSTATE AND 

INTRASTATE SWITCHED ACCESS SERVICE ISSUES 

THROUGHOUT THE NINE STATE BELLSOUTH REGION. MY 

PRIMARY JOB RESPONSIBILITIES INCLUDE HANDLING 

SWITCHED ACCESS TARIFFS AND RATE DEVELOPMENT AS 

WELL AS RESOLVING OTHER SWITCHED ACCESS ISSUES. 

PRIOR TO ASSUMING MY CURRENT RESPONSIBILITIES, I 

HANDLED TOLL ISSUES AS WELL. 

IN ADDITION TO DAILY MANAGEMENT OF ISSUES CONNECTED 

WITH MY RESPONSIBILITIES, I HAVE TESTIFIED OR 

PARTICIPATED IN PROCEEDINGS BEFORE THE GEORGIA, 

KENTUCKY, LOUISIANA, MISSISSIPPI, NORTH CAROLINA, 

SOUTH CAROLINA, TENNESSEE AND THE FLORIDA PUBLIC 

SERVICE COMMISSIONS ("COMMISSIONS") REGARDING TOLL 

AND/OR SWITCHED ACCESS MATTERS AND ISSUES. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

- 2 -
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2 A. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 Q. 

20 

21 

22 A. 

23 

24 

25 

THE PURPOSE OF MY TESTIMONY IS TO EXPLAIN SOUTHERN 

BELL'S PROPOSED SWITCHED ACCESS LOCAL TRANSPORT 

RESTRUCTURE TARIFF FILED WITH THIS COMMISSION ON 

SEPTBMBIR 22, 1993 AND SUBSEQUENTLY REVISED ON 

JANUARY 5, 1994 AND MAY 16, 1994. ADDITIONALLY, I 

WILL RESPOND TO CERTAIN ISSUES IDENTIFIED IN THIS 

DOCKET. 

THE SWITCHED ACCESS LOCAL TRANSPORT RESTRUCTURE, AS 

PROPOSED BY SOUTHERN BELL, WILL ENSURE RATE AND 

STRUCTURE UNIFORMITY BETWEEN THE INTRASTATE AND 

INTERSTATE JURISDICTIONS. IT WILL ALSO PROMOTE 

EFFICIENT USE OF SOUTHERN BELL'S NETWORK BY 

ALLOWING PRICING OF SWITCHED ACCESS TRANSPORT 

SERVICE WHICH MORE CLOSELY REFLECTS THE WAY THE 

SERVICE IS PROVIDED AND COSTS ARE INCURRED. 

CAN YOU PROVIDE A BRIEF DISCUSSION OF THE 

DBVELOPMBNTS THAT LED TO THE FILING OF THIS TARIFF? 

YES. IN 1982, THE UNITED STATES DISTRICT COURT FOR 

THE DISTRICT OF COLUMBIA ENTERED THE MODIFICATION 

OF FINAL JUDGMENT (MFJ) IN UNITED STATES V. WESTERN 

ELECTRIC AND AMERICAN TELEPHONE AND TELEGRAPH 

- 3 -
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1 COMPANY. THE MFJ IN PART REQUIRED THAT CHARGES FOR 

2 BELL OPERATING COMPANY (BOC) ORIGINATING AND 

3 TERMINATING TRAFFIC OF THE SAME TYPE BETWEEN BOC 

C END OFFICES AND FACILITIES OF INTEREXCHANGE 

5 CARRIERS (IXCS), WITHIN AN EXCHANGE AREA, BE EQUAL 

6 FOR BACH UNIT OF TRAFFIC DELIVERED OR RECEIVED. 

7 THIS MEANT THAT SIMILARLY SITUATED IXCS WOULD BE 

8 CHARGED THE IDENTICAL RATE FOR EACH UNIT OF TRAFFIC 

9 THAT WAS ORIGINATED OR TERMINATED ON THE SYSTEM OF 

10 AN INDIVIDUAL BOC. THE COURT'S PURPOSE IN IMPOSING 

11 THIS "EQUAL CHARGE" REQUIREMENT WAS TO ENSURE THAT 

12 "NBW" IXCS WERE NOT DISADVANTAGED BY THE 

13 PRE-EXISTING COLLOCATION ARRANGEMENTS OF AT,T. 

1C UNDER THE TERMS OF THE MFJ, THIS REQUIREMENT 

15 EXPIRED ON SEPTEMBER 1, 1991. 

16 

17 IN AUGUST 1991, JUST PRIOR TO THE EXPIRATION OF THE 

18 "EQUAL CHARGE" REQUIREMENT WHICH HAD BEEN EMBEDDED 

19 IN VARIOUS TARIFFS, THE FEDERAL COMMUNICATIONS 

20 COMMISSION, (FCC) ISSUED AN ORDER AND NOTICE OF 

21 PROPOSED RULEMAKING, IN DOCKET NO. 91-213, 

22 ADDRESSING THE SWITCHED ACCESS TRANSPORT RATE 

23 STRUCTURE. THE COMMISSION CONCLUDED THAT THE 

24 "EQUAL CHARGE" RATE STRUCTURE SHOULD BE CHANGED. 

25 SPECIFICALLY, THE FCC PROPOSED A MORE COST-BASED 
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20 

21 Q. 

22 

23 

2t 

25 A. 

TRANSPORT RATE STRUCTURE AND PRICING PLAN. 

TBB GOALS OF THE FCC IN SUGGESTING ITS PROPOSED 

CHANGES WBRE TO: 

1. ENCOURAGE EFFICIENT USE OF TRANSPORT 

FACILITIES BY ALLOWING PRICING THAT 

REFLECTS THE WAY COSTS Ai,-;; INCURRED, 

2. FACILITATE FULL AND FAIR 

INTEREXCHANGE COMPETITION, AND 

3 . AVOID INTERFERENCE WITH THE 

DEVELOPMENT OF INTERSTATE ACCESS 

COMPETITION. 

, L' ~ 

AFTER CONSIDERING THE EXTENSIVE EVIDENCE PRESENTED 

BY THE INTERVENORS IN DOCKET NO . 91-213, THE FCC 

ADOPTED A NEW SWITCHED TRANSPORT RATE STRUCTURE, 

REPLACING THE "EQUAL CHARGE" RATE STRUCTURE. THE 

NEW STRUCTURE WAS EFFECTIVE DECEMBER 30, 1993. 

ISSUE 1. (TURNING TO FLORIDA ' S INTRASTATE SWITCHED 

ACCESS SERVICE] HOW IS SWITCHED ACCESS PROVISIONED 

AND PRICED TODAY? 

SWITCHED ACCESS, WHICH IS AVAILABLE MAINLY TO IXCS 

- 5 -



1 FOR THBIR USB IN FURNISHING THEIR SERVICES TO END 

2 USIRS, PROVIDES A COMMUNICATIONS PATH BETWEEN AN 

l IXC'S TERMINAL LOCATION AND THE END USER'S 

4 PRBMISIS. 

5 

6 SWITCHED ACCESS SERVICE IS PROVIDED IN EIGHT 

7 SBRVICI CATEGORIES. THERE ARE FOUR SERVICE 

8 CATEGORIES OF STANDARD AND OPTIONAL FEATURES CALLED 

9 FEATURE GROUPS (I.E., FEATURE GROUPS A, B, C, AND 

10 D). THERE IS ALSO AN 800 ACCESS TEN DIGIT 

11 SCREENING SERVICE, A 900 ACCESS SERVICE AND TWO 

12 UNBUNDLED BASIC SERVING ARRANGEMENTS WHICH ARE OPEN 

13 NETWORK ARCHITECTURE TYPE SERVICES. THESE SWITCHED 

14 ACCESS SERVICE CATEGORIES ARE DIFFERENTIATED BY 

15 THEIR TECHNICAL CHARACTERISTICS, E.G., WHETHER THE 

16 CONNECTION TO THE CENTRAL OFFICE SWITCH IS LINE 

17 SlOB OR TRUNK SIDE, AND HOW THE END USER ACCESSES 

18 THE IXC'S SERVICE FOR MAKING LONG DISTANCE CALLS. 

19 

20 THERB ARB THREE CATEGORIES OF RATES AND CHARGES 

21 THAT APPLY TO SWITCHED ACCESS SERVICES. THESE ARE 

22 MONTHLY RECURRING RATES, USAGE RATES AND 

23 NONRECURRING CHARGES. THE MONTHLY RATES ARE 

2• FLAT RECURRING RATES THAT APPLY TO A SPECIFIC RATE 

25 BLEMBNT FOR SERVICES PROVIDED BY SOUTHERN BELL. 

- 6 -
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11 Q. 

12 

13 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

USACB RATES ARE RATES THAT APPLY ONLY WHEN A 

SPECIFIC RATE ELEMENT IS USED AND ARE ACCUMULATED 

OYER A BILLING PERIOD, TYPICALLY 30 DAYS, AND 

BILLED ALONG WITH THE MONTHLY CHARGES. THESE APPLY 

ON A PIR ACCESS MINUTE BASIS OR ON A PER CALL 

BASIS. NONRECURRING CHARGES ARE ONE-TIME CHARGES 

THAT APPLY FOR A SPECIFIC WORK ACTIVITY (I . E., 

INSTALLATION OF NEW SERVICE OR CIIANGES TO AN 

EXISTING SERVICE). 

WHAT ARB THE MAJOR SWITCHED ACCESS USAGE RATE 

ELEMENTS? 

THERE ARE FOUR MAJOR SWITCHED ACCESS RATE ELEMENTS. 

THEY AREI 

1. CARRIER COMMON LINE, 

- ORIGINATING 

- TERMINATING 

2. LOCAL SWITCHING, 

- LOCAL SWITCHING 1 

(FEATURE GROUPS A AND B) 

- LOCAL SWITCHING 2 

(FEATURE GROUPS c AND D) 

- LOCAL SWITCHING 3 AND 4 

- 7 -
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13 Q. 

14 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CLINE SIDE AND TRUNK SIDE BASIC 

SERVICE ARRANGEMENTS) 

3. CARRIER ACCESS CAPACITY ( BHMOC), AND 

4. LOCAL TRANSPORT 

ALL OF THESE RATE ELEMENTS ARE ASSESSED ON A PER 

MINUTE OF USE BASIS EXCEPT FOR TilE BHMOC. THIS 

ELEMENT, WHICH HAS BEEN IN PLACE SINCE JANUARY, 

1984, IS BILLED ON A MONTHLY BASIS PER ORDERED 

BHMOC INSTALLED, ALTHOUGH SOUTHERN BELL DOES NOT 

CHARGE FOR THIS ELEMENT. 

ISSUE 2. HOW IS LOCAL TRANSPORT STRUCTURED AND 

PRICED TODAY? 

CURRENTLY, SWITCHED ACCESS LOCAL TRANSPORT HAS A 

USAGE SENSITIVE RATE STRUCTURE . LOCAL TRANSPORT 

SERVICE IN FLORIDA IS NOT DISTANCE SENSITIVE AS IS 

TBB CASB THROUGHOUT THE OTHER BELLSOUTH STATES AND 

IN THB INTERSTATE JURISDICTION. 

IN DOCKET NO. 820537, ORDER NO . 12765, ISSUED 

DECEMBER 9 , 1983, THE COMMISSION ORDERED THAT AN ... ~· 

AVERAGE MINUTE OF USE TRANSPORT CHARGE BE 

IMPLBMENTBD WITHIN EACH ACCESS AREA. TtfE 

- 8 -
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1 COMMISSION DEFINED ACCESS AREA AS THE GEOGRAPHIC 

2 AREA SERVED BY AN EXISTING TOLL CENTER. THE BOTTOM 

3 LIMB IS, REGARDLESS OF THE DISTANCE, ALL TRANSPORT 

C MINUTIS OF USE ARE ASSESSED THE SAME RATE PER 

5 MINUTE OF USB. FURTHER, BECAUSE Of THE EQUAL 

6 CHARGE RULE, THE RATES FOR SOUTHERN BELL'S SWITCHED. 

7 ACCESS TRANSPORT SERVICES ARE ON A PER MINUTE Of 

8 USB BASIS REGARDLESS Of WHETHER THE CUSTOMER IS 

9 USING DEDICATED FACILITIES OR TANDEM FACILITIES. 

10 

11 A DEPICTION OF SOUTHERN BELL'S CURRENT INTRASTATE 

12 SWITCHED ACCESS RATE STRUCTURE IS SHOWN IN HENDRIX 

13 EXHIBIT 1. 

1C 

15 Q. ISSUE 19. SHOULD THE COMMISSION MODIFY ITS PRICING 

16 AND RATE STRUCTURE REGARDING SWITCHED TRANSPORT 

17 SERVICE? 

18 

19 

20 

21 

22 

A) 

B) 

WITH THE IMPLEMENTATION Of SWITCHED EXPANDED 

INTERCONNECTION. 

WITHOUT THE IMPLEMENTATION Of SWITCHED 

23 EXPANDED INTERCONNECTION. 

2C 

25 A. THE COMMISSION SHOULD MODIFY ITS POLICY ON PRICING 

- 9 -
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17 
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22 

23 

24 

25 Q. 

AND RATE STRUCTURE REGARDING SWITCHED TRANSPORT 

SBRVICB REGARDLESS OF WHETHER SWITCHED EXPANDED 

INTERCONHBCTION IS IMPLEMENTED. EQUALLY IMPORTANT 

IS THAT SWITCHED EXPANDED INTERCONNECTION SHOULD 

!Q! 88 IMPLEMBNTED PRIOR TO THE IMPLEMENTATION OF 

LOCAL TRANSPORT RESTRUCTURE. 

THE COMMISSION' S PRICING POLICY IS GROUNDED IN ITS 

DESIRE TO FOSTER INTEREXCHANGE COMPETITION. THE 

TELECOMMUNICATIONS INDUSTRY HAS EXPERIENCED 

SIGNIFICANT CHANGES AND THE PREVIOUSLY STATED GOAL 

BAS NOW BEEN REALIZED. IN FACT, AS OF MAY 1994, 

THERI ARE MORE THAN 300 FIRMS CERTIFICATED TO 

PROVIDE IXC SERVICES IN FLORIDA. BY FOSTERING SUCH 

COMPETITION, THE COMMISSION ENCOURAGED INEFFICIENT 

USB OF THE LOCAL EXCHANGE COMPANY ' S PUBLIC SWITCHED 

NETWORK. IT IS NOW APPROPRIATE TO MOVE TO AN 

INTERIM STRUCTURE AND PRICING PLAN ADOPTED BY THE 

FCC AND PROPOSED HERE BY SOUTHERN BELL. THE 

PROPOSED STRUCTURE WILL FOSTER IXC CARRIER 

COMPETITION AS WELL AS ACCESS COMPETITION AND WILL 

PROMOTE MORE EFFICIENT USE OF TilE PUBLIC SWITCHED 

NETWORK. 

ISSUE 21. SHOULD SOUTHERN BELL ' S PROPOSED LOCAL 

- 10 -
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I ' B 

1 TRANSPORT RESTRUCTURE TARIFF BE APPROVED? 

2 

3 A. YES. SOUTHERN BELL'S PROPOSED RESTRUCTURE OF 

4 SWITCHED ACCESS TRANSPORT SERVICE TARIFF SHOULD BE 

5 APPROVED FOR MANY REASONS: 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I. 

II. 

TO MIRROR THE INTERSTATE SWITCHED 

TRANSPORT RATES AND STRUCTURE 

APPROVED BY THE FCC (EXCLUDING THE 

INTERCONNECTION CHARGE); 

TO MORE CLOSELY REFLECT THE WAY 

TRANSPORT IS PROVIDED AND COSTS ARE 

INCURRED; 

III. TO PROMOTE EFFICIENT USE OF SOUTHERN 

BELL'S NETWORK; 

IV. TO MOVE TOWARD A MORE COMPETITIVE 

ENVIRONMENT FOR THE PROVISION OF 

INTEREXCHANGE SERVICE; AND 

v. TO FACILITATE THE DEVELOPMENT OF 

ACCESS COMPETITION. 

- 11 -
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10 

11 

12 

13 

1. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2. 

25 

Q. 

A. 

... 

COULD YOU ADDRESS IN MORE DETAIL EACH OF THE 

REASONS SBT FORTH ABOVE? 

YIS. 

f It '9 

I. 20 MIRROR THB INTERSTATE SWITCHED TRANSPORT 

RA2ZS AND STRUCTURE APPROVED BY THE FCC; 

SOUTHERN BELL IS PROPOSING TO RESTRUCTURE THE 

SWITCHED TRANSPORT SERVICE TO MIRROR THE INTERSTATE 

SWITCHED TRANSPORT RATES AND STRUCTURE APPROVED BY 

THE FCC IN 1993 (EXCLUDING THE INTERCONNECTION 

CHARGE) TO SIMPLIFY TRANSPORT ISSUES. HAVING THE 

SAME RATES AND STRUCTURE WILL ELIMINATE THE 

INBPPICIBNCY OF MAINTAINING A DIFFERENT SET OF 

RATES AND STRUCTURES FOR THE INTERSTATE AN~ THE 

INTRASTATE JURISDICTIONS, AND WILL ELIMINATE 

CONFUSION FOR OUR SWITCHED ACCESS CUSTOMERS. IN 

ADDITION, APPROVAL OF THIS TARIFF FILING WILL 

LESSEN ANY INCENTIVE FOR MISREPORTING PERCENT 

INTERSTATE USAGE (PIU) . 

II. 20 MORB CLOSELY REFLECT THE WAY TRANSPORT IS 

PROVIDED AND COSTS ARE INCURRED; 

- 12 -



' I 1 t) 

1 UNDER THE PROPOSED STRUCTURE, THE SPECIFIC 

2 APPLICATION OF SWITCHED TRANSPORT RATES WILL BE 

3 DEPENDENT UPON THE IXC'S ORDER FOR SWITCHED 

C TRANSPORT, THE IXC'S ROUTING REQUEST AS WELL AS THE 

5 CAPACITY OF THE TRANSPORT DEDICATED TO THAT IXC FOR 

6 ITS USE. THE UNDERLYING PREMISE IS THAT DIFFERENT 

7 COSTS ARB ASSOCIATED WITH THE SWITCHED ACCESS 

8 ROUTING OPTIONS (I.E., ACCESS TANDEM SWITCHED 

9 (COMMON) OR DEDICATED) AVAILABLE TO SWITCHED 

10 TRANSPORT CUSTOMERS. 

11 

12 III. ~PROMOTE EFFICIENT USE OF SOUTHERN BELL'S 

13 NftWORKJ 

14 

15 UNDER THE "!QUAL CHARGE" STRUCTURE, THERE ARE FEW, 

16 IF ANY, INCENTIVES FOR IXCS TO BE EFFICIENT WITH 

17 RBSPBCT TO THE SWITCHED ACCESS SERVICES ORDERED 

18 BECAUSE EVERY IXC IS CHARGED ON A MINUTE OF USE 

19 BASIS NO MATTER WHAT FACILITIES ARE UTILIZED. THIS 

20 CAUSES IXCS TO ORDER FACILITIES THEY DO NOT NEED 

21 AND/OR CANNOT FULLY UTILIZE. UNDER THE PROPOSED 

22 RESTRUCTURE, HOWEVER, THERE WILL BE A GREATER 

23 INCENTIVE TO UTILIZE TRANSPORT EFFICIENTLY IN THAT 

24 CUSTOMERS ORDERING DEDICATED TRANSPORT WILL PAY THE 

25 COST OF THE TYPB OF TRANSPORT ORDERED (I.E., IN THE 

- 13 -



1 CAPACITY OF VOICE GRADE AND/OR DSO, DSl, DSJ) 

2 REGARDLESS OF THE NUMBER OF MINUTES OF USE FOR 

3 WHICH IT IS UTILIZED. ALSO, THE PROPOSED STRUCTURE 

4 RECOGNIZES DIFFERENCES IN ROUTING ARRANGEMENTS AND 

5 BNCOURAGIS IXCS TO ORDER THE ROUTING ARRANGEMENTS 

6 WHICH ARB MOST EFFICIENT FOR CARRYING THEIR 

7 TRAPPIC. 

8 

9 

10 

11 

12 

IV. ~ NOVB TOWARD A MORE COMPETITIVE 

..vtRONMBNr FOR THE PROVISION OF 

I.rBRBXCRANGB SERVICE; AND 

13 THB PROPOSED RESTRUCTURE, WHICH REFLECTS THE WAY 

14 COSTS ARB INCURRED, MOVES TOWARD A MORE COMPETITIVE 

15 ENVIRONMENT FOR THE PROVIDERS Of INTEREXCHANGE 

16 SERVICES. UNDER THE PRESENT EQUAL CHARGE 

17 STRUCTURE, IXCS WHICH EFFICIENTLY UTILIZE 

18 FACILITIES DEDICATED TO THEM ARE REQUIRED TO 

19 SUBSIDIZE IXCS WHICH DO NOT. fOR INSTANCE, IXCS 

20 WHICH UTILIZE DEDICATED TRANSPORT AT THE FULL 

21 CAPACITY BEAR NOT ONLY THE COSTS OF THAT SERVICE, 

22 BUT ALSO A PORTION OF THE COSTS OF THE TRANSPORT 

23 SERVICES USED BY OTHER IXCS WHO ARE NOT EFFICIENT. 

24 THI PROPOSED STRUCTURE MOVES CLOSER TO AN 

25 ARRANGEMENT IN WHICH EACH I XC WI I~L BEAR THE COSTS 

- 14 -



1 OF THB TRANSPORT SERVICE IT ORDERS, BASED UPON 

2 ROUTIIG AND CAPACITY. ON THE OTHER HAND, THE 

3 PROPOSED RESTRUCTURE STILL RECOGNIZES THE EXISTENCE 

4 OF IXCS WHICH HAY NOT BE POSITIONED TO TAKE FULL 

5 ADVANTAGE OF A DEDICATED RATE STRUCTURE. SUCH 

6 CUSTOMERS CAN ALSO CONTINUE TO ORDER USAGE-BASED 

7 ACCESS TANDEM SWITCHED (COMMON) TRANSPORT . 

8 

9 

10 

11 

v. TO FACILITATE THE DEVELOPMENT OF ACCESS 

COIIPftiTION. 

12 THI ADOPTION OF THIS RATE STRUCTURE. F~?ILITATES THE 

13 DEVELOPMENT OF ACCESS COMPETITION IN THE SWITCHED 

14 TRANSPORT ARENA. THE PROPOSED STRUCTURE ALLOWS 

15 SOUTHERN BELL TO OFFER ITS SWITCHED ACCESS 

16 CUSTOMERS AN EFFICIENT STRUCTURE WHICH MORE CLOSELY 

17 REFLECTS THE FACILITIES UTILIZED AND COSTS INCURRED 

18 BY EACH CUSTOMER. THE ACCESS ENVIRONMENT TODAY IS 

19 INCRIASINGLY COMPETITIVE, AS IS EVIDENCED BY THE 

20 FACT THAT IXCS AND OTHER LARGE CUSTOMERS ARE ABLE 

21 TO BYPASS SOUTHERN BELL'S SERVICE ARRANGEMENTS. 

22 GIVEN THE INCREASINGLY COMPETITIVE ACCESS 

23 ENVIRONMENT, SOUTHERN BELL MUST BE AFFORDED A 

24 SWITCHED ACCESS RATE STRUCTURE THAT ALLOWS IT TO 

25 COMPETE OR THE CONTRIBUTION FROM SWITCHED ACCESS 
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11 
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14 

15 

16 

17 

18 
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22 

23 

24 

25 

Q. 

A. 

Q. 

SERVICES TO BASIC SERVICE WILL BE JEOPARDIZED. 

HAVING DISCUSSED THE NEEDS AND REASONS FOR THE 

CHANGES YOU HAVE PROPOSED, CAN YOU GIVE A MORE 

DETAILED DESCRIPTION OF THE TARIFF ITSELF? 

YBS. UNDER THE SWITCHED TRANSPORT RESTRUCTURE, 

RATES WILL BE MORE Cl.OSELY At,J G.NED WITH THE WAY 

TRANSPORT IS PROVIDED AND COSTS ARE INCURRED. AS 

STATED ABOVE, THE APPLICATION OF SWITCHED TRANSPORT 

RATES WILL BE DEPENDENT UPON THE !XC'S ROUTING 

REQUEST (ACCESS TANDEM SWITCHED (COMMON) OR 

DEDICATED) AND THE CAPACITY ORDERED. SWITCHED 

TRANSPORT WILL HAVE THREE GENERAL RATE COMPONENTS: 

1. INTEROFFICE TRANSPORT 

A. SWITCHED COMMON TRANSPORT 

B. SWITCHED DEDICATED TRANSPORT, 

2. SWITCHED LOCAL CHANNEL, AND 

3. INTERCONNECTION. 

PLEASE SEB HENDRIX EXHIBIT 2 ILLUSTRATING THESE 

COMPONENTS. 

PLEASE DISCUSS THE RATE ELEMENTS ASSOCIATED WITH 

SWITCHED COMMON TRANSPORT. 
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17 
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23 
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25 

A. 

Q. 

A. 

SWITCHED COMMON TRANSPORT INVOLVES TRAFFIC THAT IS 

SWITCHED THROUGH SOUTHERN BELL'S ACCESS TANDEM. 

tHIS tRAFFIC WILL BE USAGE SENSITIVE AND DISTANCE 

SENSITIVE WITH THE RATE BEING ASSESSED ON A PER 

NINUTI OF USE, PER MILE BASIS. GENERALLY, THE 

TRANSPORT MILEAGE WILL BE MEASURED FROM THE !XC'S 

SERVING WIRE CENTER TO THE IXC'S DESIGNATED END 

OFFICI JUST AS IT IS TODAY. THE RATE ELEMENTS 

ASSOCIATED WITH SWITCHED COMMON TRANSPORT INCLUDE: 

1. ACCESS TANDEM SWITCHING - CHARGED PER 

MINUTE OF USE, AND 

2. SWITCHED COMMON TRANSPORT - CHARGED PER 

MINUTE OF USE, PER MILE. 

PLEASE DISCUSS THE RATE ELEMENTS ASSOCIATED WITH 

SWITCHED DEDICATED TRANSPORT . 

SWITCHED DEDICATED TRANSPORT INVOLVES TRAFFIC THAT 

WILL BE CARRIED OVER DEDICATED FACILITIES BETWEEN 

THE IXC'S SERVING WIRE CENTER AND DESIGNATED END 

OFFICE OR OTHER DESIGNATED POINTS. THESE 

FACILITIES WILL BE BILLED A MONTHLY FLAT-RATE 

CHARGB, BASED ON THE CAPACITY ORDERED BY THE IXC. 
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16 
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25 

Q. 

A. 

THE CAPACITY OPTIONS ARE: 

1. VOICE GRADE (1 VOICE GRADE CIRCUIT) , 

2. DSO (1 VOICE GRADE CIRCUIT), 

3. DS1 (EQUIVALENT TO 24 VOICE GRADE 

CIRCUITS), AND 

4. DS3 (EQUIVALENT TO 672 VOICE GRADE 

CIRCUITS) 

PLEASE DISCUSS THE SWITCHED LOCAL CHANNEL. 

ALL CUSTOMERS, WHETHER USING SWITCHED COMMON OR 

SWITCHED DEDICATED FACILITIES, ARE REQUIRED TO 

PURCHASE A SWITCHED LOCAL CHANNEL. THE SWITCHED 

LOCAL CHANNEL WILL PROVIDE THE IXC AN ENTRANCE 

FACILITY FOR THE TRANSPORT OF TRAFFIC BETWEEN THE 

IXC'S PREMISES AND THE !XC ' S SERVING WIRE CENTER. 

THE SWITCHED LOCAL CHANNEL WILL BE BILLED AT A 

MONTHLY FLAT-RATE CHARGE, BASED ON THE CAPACITY 

ORDERED. THE CAPACITY OPTIONS ARE: 

1. VOICE GRADE (1 VOICE GRADE CIRCUIT), 

2. DSl (EQUIVALENT TO 24 VOICE GRADE 

CIRCUITS), AND 

3. DSJ (EQUIVALENT TO 672 VOICE GRADE 
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10 

11 

12 Q. 

13 

14 

15 A. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CIRCUITS) 

PLEASE DISCUSS THE INTERCONNECTION RATE COMPONENT. 

!HI INTERCONNECTION CHARGE IS THE THIRD COMPONENT 

OF THB PROPOSED TARIFF. THIS RESIDUALLY PRICED 

RATB COMPONENT IS DESIGNED TO ENSURE THAT THE 

FILING IS REVENUE NEUTRAL TO SOUTHERN BELL IN ORDER 

TO MAINTAIN THE CONTRIBUTION FLOW TO BASIC SERVICE. 

HOW WILL SOUTHERN BELL' S FILING AFFECT ITS SWITCHED 

ACCBSS SERVICES CUSTOMERS? 

SOUTHERN BILL ANTICIPATES THE IMPACT TO BE MINIMAL. 

AS HINDRIX EXHIBIT 3 SHOWS, ALL SWITCHED ACCESS 

SERVICE CUSTOMERS WILL CONTINUE TO PAY THE SAME 

RATBS FOR CARRIER COMMON LINE (CCL), LOCAL 

SWITCHING AND INTERCONNECTION. THESE CHARGES 

RBPRBSBNT MORB THAN 95\ OF THE AVERAGE SWITCHED 

ACCBSS RATB PER ACCESS MINUTE. THE SWITCHED ACCESS 

CHARGBS THAT ARE NOT INCLUDED IN THE 95\ WILL VARY 

DBPBNDIHG ON THE CUSTOMER'S ORDERING OPTION, I.E., 

ACCBSS TANDEM SWITCHED (COMMON) OR DEDICATED. THE 

DIFFBRBNCB IN THE HIGHEST RATE (TANDEM SWITCHING) 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

PER ACCESS MINUTE OF USE ($.04686) AND THE LOWEST 

RATB (DS3) PER ACCESS MINUTE OF USE ($.04573) IS 

APPROXIMATELY ONE TENTH (1/lOTH) OF A CENT • 

ISSUE 20. IF THE COMMISSION CHANGES ITS POLICY ON 

TBB PRICING AND RATE STRUCTURE OF SWITCHED 

TRANSPORT SERVICE, WHICH OF TilE FOLLOWING SHOULD 

THE NEW POLICY BE BASED ON: 

A) THE INTRASTATE PRICING AND RATE STRUCTURE OF 

LOCAL TRANSPORT SHOULD MIRROR EACH LEC'S 

INTERSTATE FILING, RESPECTIVELY. 

B) THE INTRASTATE PRICING AND RATE STRUCTURE OF 

LOCAL TRANSPORT SHOULD BE DETERMINED BY 

COMPETITIVE CONDITIONS IN THE TRANSPORT 

MARKET. 

C) THB INTRASTATE PRICING AND RATE STRUCTURE OF 

LOCAL TRANSPORT SHOULD REFLECT THE UNDERLYING 

COST BASED STRUCTURE. 

D) THE INTRASTATE PRICING AND RATE STRUCTURE OF 

LOCAL TRANSPORT SHOULD REFLECT OTHER METHODS. 
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1 A. 
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10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 A. 

20 

21 

22 

23 

24 

25 

I • , 8 

IF THE COMMISSION CHANGES ITS POLICY ON THE PRICING 

AND RATS STRUCTURE OF SWITCHED TRANSPORT SERVICE, 

THB NEW POLICY SHOULD BE BASED ,ON THE COMPETITIVE 

CONDITIONS IN THE MARKETPLACE AND SHOULD MIRROR 

BACH LEC ' S INTERSTATE FILING. THE MARKET-BASED 

RATES, OF COURSE, MUST COVER THEIR INCREMENTAL 

COSTS. ONCE THIS COST TEST IS MET, THE LEC SHOULD 

HAVE THE FLEXIBILITY TO PRICE TRANSPORT SERVICES 

CONSISTENT WITH MARKET CONDITIONS AND DEMANDS. 

FURTHIR, A POLICY OF MIRRORING THE SWITCHED ACCESS 

TRANSPORT SERVICES RATE STRUCTURE AND PRICING PLAN 

BLIMIKATES THE INEFFICIENCIES OF MAINTAINING A 

DIFFERENT SET OF RATES AND STRUCTURES, LESSENS ANY 

IMPETUS FOR MISREPORTING PIU AND ELIMINATES 

CONFUSION FOR OUR CUSTOMERS. 

HOW WERE THE PROPOSED TRANSPORT RATES ESTABLISHED? 

AS STATED ABOVE, THE PROPOSED TRANSPORT RATES 

MIRROR THE EFFECTIVE INTERSTATE RATES WITH THE 

EXCEPTION OF THE INTERCONNECTION CHARGE. THE 

PROPOSED INTERCONNECTION CHARGE IS AT A LEVEL TO 

ENSURI REVENUE NEUTRALITY FOR THIS FILING AND TO 

HELP MAINTAIN SATISFACTORY LEVELS OF CONTRIBUTION 

TO BASIC SERVICE. 
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15 

16 

17 

18 A. 

19 

20 

21 

22 

23 

24 

25 

.... 

ISSUE 14. SHOULD ALL SWITCHED ACCESS TRANSPORT 

PROVIDERS BE REQUIRED TO FILE TARIFFS? 

THE COMMISSION SHOULD NOT REQUIRE THE LECS AND 

OTHER TRANSPORT PROVIDERS TO Fl LE TARIFFS. THIS 

DECISION SHOULD BE LEFT TO THE TRANSPORT PROVIDERS. 

FEDERAL RULES REQUIRE SOUTHERN BELL TO FILE TARIFFS 

AND SOUTHERN BELL WILL COMPLY W"ITH TffOSE RULES AS 

LONG AS THEY ARE IN PLACE. ONCE THESE RULES ARE 

REMOVED, SOUTHERN BELL WOULD EXPECT EQUAL PRICING 

FLEXIBILITY AS IS ENJOYED BY ITS COMPETITORS. 

ISSUE 17. SHOULD THE J.ECS PROPOSED INTRASTATE 

SWITCHED ACCESS INTERCONNECTION TARIFFS BE 

APPROVED? 

SOUTHERN BELL FILED AN ILLUSTRATIVE EXPANDED 

INTERCONNECTION TARIFF ON MARCH 31, 1994. THE 

ILLUSTRATIVE TARIFF MIRRORS THE INTERSTATE FILING 

FOR THE SAME SERVICE. SUBJECT TO ANY REQUIRED 

REVISIONS THAT MAY COME OUT OF THIS DOCKET, 

SOUTHERN BELL SHOULD BE ALLOWED TO FILE ITS FINAL 

TARIFF WITH THE COMMISSION AND IT SHOULD BE 

APPROVED. 

- 22 -

9 
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2 Q. 

3 

4 

5 A. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 Q. 

24 

25 

ISSUB 18. SHOULD THE LECS BE GRANTED ADDITIONAL 

PRICING FLEXIBILITY? IF SO, WfiAT SfiOULD IT BE? 

' ~ 0 

YES. AT A MINIMUM, THE COMMISSION SHOULD ALLOW THE 

LOCAL EXCHANGE COMPANIES TO HAVE THE OPTION OF 

IMPLBMBNriNG ZONE PRICING FOR TRANSPORT SERVICES 

WITH A RATE CHANGE INTERVAL Of 14 DAYS AS ALLOWED 

BY TBB FCC RULES AND PROCEDURES PURSUANT TO PRICE 

CAP REGULATIONS. THIS OF COURSE WILL REQUIRE A 

WAIVER OF THE 60 DAY REQUIREMENT IN THE FLORIDA 

STATUTE 364.05(1). BEING ABLE TO MAKE RATE CHANGES 

WITH A SHORTER APPROVAL INTERVAL WILL ALLOW 

SOUTHERN BELL TO RESPOND MORE QUICKLY TO 

COMPETITIVE PRESSURES AND MEET COMPETITION IN A 

MORE TIMELY FASHION. ADDITIONALLY, THE LOCAL 

COMPANIES SHOULD B! GRANTED THE FLEXIBILITY TO ZONE 

PRICE OTHER ACCESS SERVICES AS WELL. THE NEED FOR 

THIS PLBXIBILITY IS EXPLAINED MORE FULLY IN THE 

TESTIMONY OF DAVID B. DENTON IN RESPONSE TO ISSUES 

4 AND 15. 

ISSUE 22. SHOULD THE MODIFIED ACCESS BASED 

COMPENSATION (MABC) AGREEMENT BE MODIFIED TO 

INCORPORATE A R~VISED TRANSPORT STRUCTURE (IF LOCAL 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 

20 

21 

22 A. 

23 

24 

25 

TRANSPORT RESTRUCTURE IS ADOPTED) FOR INTRALATA 

TOLL TRAFFIC BETWEEN LECS? 

NO. SOUTHERN BELL'S RECOMMENDATION IS THAT THE 

CURRENT MABC PLAN, RATES AND RATE STRUCTURE REMAIN 

IN PLACE. ONCE LOCAL TRANSPORT RESTRUCTURE IS 

FULLY IMPLEMENTED AND THE COMMISSION DETERMINES 

THAT IT IS APPROPRIATE TO INTRODUCE THE PROPOSED 

TRANSPORT STRUCTURE INTO THE MABC, THEN ALL 

TRANSPORT RATES SHOULD REFLECT THE WAY THE SERVICE 

IS PROVISIONED BETWEEN THE LOCAL EXCIIANGE 

COMPANIES. THIS PROVISIONING ARRANGEMENT COULD BE 

EITHER COMMON OR DEDICATED, AND SHOULD EXCLUDE THE 

LOCAL CHANNEL RATE ELEMENTS SINCE IT DOES NOT 

REFLECT THE WAY SERVICES ARE JOINTLY PROVIDED. 

ISSUE 23. ROW SHOULD THE COMMISSION'S IMPUTATION 

GUIDELINES BE MODIFIED TO REFLECT A REVISED 

TRANSPORT STRUCTURE (IF LOCAL TRANSPORT RESTRUCTURE 

IS ADOPTED)? 

FIRST, SOUTHERN BELL BELIEVES THAT IT IS NOT 

APPROPRIATE TO ADDRESS ACCESS IMPUTATION IN THIS 

PROCEEDING. FURTHERMORE, IMPUTATION REQUIREMENTS 

ARE NO LONGER NEEDED AND SHOULD BE ELIMINATED SINCE 

- 24 -
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1 IT IS CONTRARY TO THE INTENT OF COMPETITION. ONLY 

2 A SBLICT FBW ARE ASSURED OF BEN'EFITING FROM 

3 IMPUTATION - IXCS AND OTHER TOLL PROVIDERS. THESE 

4 RBQUIRBMBNTS ARTIFICIALLY RAISE TOLL RATES FOR LECS 

5 SUCH THAT IT MASKS THE TRUE LOW COST TOLL SERVICE 

6 PROVIDER. 

7 

8 IP THE DECISION IS TO MAINTAIN SUCH BURDENSOME AND 

9 UNNBCBSSARY REQUIREMENTS, THE COMMISSION'S 

10 IMPUTATION GUIDELINES SHOULD BE MODIFIED TO REFLECT 

11 THB AVERAGE TRANSPORT COST, NOT RATE, PER ACCESS 

12 MINUTE OF USB. THE AVERAGE TRANSPORT COST SHOULD 

13 BB DBTBRMINED BY WEIGHTING THE TRANSPORT OPTIONS 

14 BASED ON DEMAND. THIS IS A REASONAB.L.E APPROACH 

15 SINCB IT TAXIS INTO CONSIDERATION ALL TRANSPORT 

16 RATB ELEMENTS. 

17 

18 SECOND, THB REQUIREMENT FOR A SEPARATE ACCESS LINE 

19 FOR SOUTHERN BELL'S AND OTHER LECS' HIGH VOLUME 

20 TOLL OFFERINGS SHOULD BE ELIMINATED. WITH THE 

21 LBVBL OF COMPETITION IN THIS STATE AND THE SERVICE 

22 OPTIONS THAT ARE AVAILABLE IN THE MARKETPLACE, THIS 

23 RBQUIRBMBNT IS NO LONGER APPROPRIATE. 

24 

25 LASTLY, IXCS AND OTHER TOLL PROVIDERS SHOULD BE 
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8 Q. 

9 

10 

11 A. 

12 

13 

1t 

15 Q. 

16 

17 A. 

18 

19 

20 

21 

22 

23 

2t 

25 

RBQUIRBD TO FOLLOW THE SAME IMPUTATION GUIDELINES 

FOR TBBIR INTRASTATE TOLL SERVICES. THERE IS NO 

EQUITY IN PLACING THESE REQUIREMENTS ON THE LECS 

WBILB THE IXCS AND OTHER TOLL PROVIDERS HAVE 

FRBBDOM FROM THESE ONEROUS AND UNNECESSARY 

IMPUTATION REQUIREMENTS. 

HAS LOCAL TRANSPORT RESTRUC1'URE UEEN APPROVED IN 

OTHBR BBLLSOUTH STATES? 

YES. AS OF THIS DATE, LOCAL TRANSPORT RESTRUCTURE 

HAS BEEN APPROVED IN ALABAMA, KENTUCKY, ... NORTH 

CAROLINA.I SoCA~ Q4-t"l,il\4 ~t'\ d. ~rW'\'l SStf.. 

PLEASE SUMMARIZE YOUR TESTIMONY . 

SOUTHERN BELL IS PROPOSING TO RESTRUCTURE ITS 

SWITCHED ACCESS TRANSPORT SERVICE IN FLORIDA. ITS 

PROPOSED TRANSPORT RESTRUCTURE SHOULD BE APPROVED 

FOR MANY REASONS: 

I. ~ MIRROR TBB INTERSTATE SWITCHED TRANSPORT 

RATES ARD STRUCTURE APPROVED BY THE FCC; 

RAVING THE SAME STRUCTURE AND RATES THAT ARE IN THE 
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1 INTERSTATE JURISDICTION WILL SIMPLIFY TRANSPORT 

2 ISSUES, ELIMINATE THE INEFFICIENCY OF MAINTAINING A 

3 DIFFERENT SET OF RATES AND STRUCTURES FOR THE 

C INTERSTATE AND THE INTRASTATE JURISDICTIONS, AND 

5 WILL ELIMINATE CONFUSION FOR OUR SWITCHED ACCESS 

6 CUSTOMBRS. IN ADDITION, APPROVAL OF THIS TARIFF 

7 FILING WILL LESSEN ANY INCENTIVE FOR MISREPORTING 

8 PERCENT INTERSTATE USAGE (PIU) . 

g 

10 II. 20 MORB CLOSELY REFLECT THE WAY TRANSPORT IS 

11 PROVIDBD AND COSTS ARE INCURRED; 

12 

13 UNDER THE PROPOSED STRUCTURE, TlfE SPECIFIC 

1C APPLICATION OF SWITCHED TRANSPORT RATES WILL BE 

15 DEPENDENT UPON THE IXC ' S ORDER FOR SWITCHED 

16 TRANSPORT, THB IXC'S ROUTING REQUEST AS WELL AS THE 

17 CAPACITY OF THE TRANSPORT DEDICATED TO THAT IXC FOR 

18 ITS USB. THB UNDERLYING PREMISE IS THAT DIFFERENT 

19 COSTS ARE ASSOCIATED WITH THE SWITCHED ACCESS 

20 ROUTING OPTIONS (I.E., ACCESS TANDEM SWITCHED 

21 (COMMON) OR DEDICATED) AVAILABLE TO SWITCHED 

22 TRANSPORT CUSTOMERS. 

23 

2C III. !'0 PROIIOI'B EFFICIENT USE OF SOUTIIERN BELL'S 

2 5 JOmfOitJ( J 
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1 

2 UNDER THE PROPOSED RESTRUCTURE THERE WILL BE A 

3 GREATIR INCENTIVE TO UTILIZE TRANSPORT EFFICIENTLY 

4 IN THAT CUSTOMERS ORDERING DEDICATED TRANSPORT WILL 

5 PAY THE COST OF THE TYPE OF TRANSPORT ORDERED 

6 (I.E., IN THE CAPACITY OF VOICE GRADE AND/OR DSO, 

7 DSl, DSl) REGARDLESS OF THE NUMBER OF MINUTES OF 

8 USB FOR WHICH IT IS UTILIZED. ALSO, THE PROPOSED 

9 STRUCTURE RECOGNIZES DIFFERENCES IN ROUTING 

10 ARRANGIMENTS AND ENCOURAGES IXCS TO ORDER THE 

11 ROUTING ARRANGEMENTS WHICH ARE MOST EFFICIENT FOR 

12 CARRYING THEIR TRAFFIC. 

13 

14 IV. !'0 MOVB TOWARD A MORE COMPETITIVE ENVIRONIIBN'l' 

15 FOR ~BB PROVISION OF INTEREXCHANGE SERVICE; 

16 MD 

17 

18 THE PROPOSED RESTRUCTURE, WHICH REFLECTS THE WAY 

19 COSTS ARB INCURRED, MOVES TOWARD A MORE COMPETITIVE 

20 ENVIRONMENT FOR THE PROVIDERS OF INTEREXCHANGB 

21 SERVICES. THE PROPOSED STRUCTURE MOVES CLOSER TO 

22 AN ARRANGEMENT IN WHICH EACH IXC WILL BEAR THE 

23 COSTS OP THE TRANSPORT SERVICE IT ORDERS, BASED 

24 UPON ROUTING AND CAPACITY. ON THE OTHER HAND, THE 

25 PROPOSED RESTRUCTURE STILL RECOGNIZES THE EXISTENCE 
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1 Or IXCS WHICH MAY NOT BE POSITIONED TO TAKE FULL 

2 ADVANTAGE Or A DEDICATED RATE STRUCTURE. SUCH 

3 CUSTOMERS CAN ALSO CONTINUE TO ORDER USAGE-BASED 

C ACCESS TANDEM SWITCHED (COMMON) TRANSPORT. 

5 

6 V. ~ PACILI7A!B ~HI DE~LOPMENT OF ACCESS 

7 COMPB!I7101 

8 

9 THE ADOPTION Or THIS RATE STRUCTURE FACILITATES THE 

10 DEVELOPMENT OF ACCESS COMPETITION IN THE SWITCHED 

11 TRANSPORT ARENA. THE PROPOSED STRUCTURE ALLOWS 

12 SOUTHERN BELL TO OFFER ITS SWITCHED ACCESS 

13 CUSTOMERS AN EFFICIENT STRUCTURE WHICH MORE CLOSELY 

14 REFLECTS THE FACILITIES UTILIZED AND COSTS INCURRED 

15 BY BACH CUSTOMER. GIVEN THE INCREASINGLY 

16 CQMPETITIVI ACCESS ENVIRONMENT, SOUTHERN BELL MUST 

17 81 AFFORDED A SWITCHED ACCESS RATE STRUCTURE THAT 

18 ALLOWS IT TO COMPETE OR THE CONTRIBUTION TO BASIC 

19 SERVICE WILL BE JEOPARDIZED. 

20 

21 ADDITIONALLY, AT A MINIMUM, THE COMMISSION SHOULD 

22 ALLOW TBB LOCAL EXCHANGE COMPANIES TO HAVE THE 

23 OPTION Or IMPLEMENTING ZONE PRICING FOR TRANSPORT 

24 SERVICES WITH A RATE CHANGE INTERVAL OF 14 DAYS AS 

25 ALLOWED BY THE FCC RULES AND PROCEDURES PURSUANT TO 
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23 

24 A. 

25 

' ~ 7 . ~ 

PRICB CAP REGULATIONS. BEING ABLE TO MAKE RATE 

CHANGIS WITH A SHORTER APPROVAL INTERVAL WILL ALLOW 

SOUTHIRN BILL TO RESPOND MORE QUICKLY TO 

COMPETITIVE PRESSURES AND MEET COMPETITION IN A 

TIMELY FASHION. THE LOCAL COMPANIES SHOULD BE 

GRANTBD THE FLEXIBILITY TO ZONE PRICE OTHER ACCESS 

SERVICBS AS WILL. 

FINALLY, IMPUTATION REQUIREMENTS ARE NO LONGER 

NEEDED AND SHOULD BE ELIMINATED. IF THE DECISION 

IS TO MAINTAIN SUCH BURDENSOME REQUIREMENTS, THE 

COMMISSION'S IMPUTATION GUIDELINES SHOULO BE 

MODIFIBD TO REFLECT THE AVERAGE TRANSPORT COST, NOT 

RATE, PER ACCESS MINUTE OF USE. THE REQUIREMENT 

FOR A SIPARAT! ACCESS LLNE FOR SOUTHERN BELL'S AND 

OTHER LBCS' HIGH VOLUME TOLL OFFERINGS SHOULD BE 

ELIMINATED. WITH THE LEVEL OF COMPETITION IN THIS 

STATB AND THB SERVICE OPTIONS THAT ARE AVAILABLE IN 

THB ~ETPLACE, THIS REQUIREMENT IS NO LONGER 

APPROPRIATE. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

YES. 
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428 

(By Ms. Peed) Have you prepared a suaaary of 

your teatiaony? 

A Yea, I have. 

Q Would you please give that au..ary at this 

ti .. ? 

A Yea. Thank you. 

Southern Bell filed to restructure switched 

tran•port to airror the interstate filing that was made 

in coapliance with the FCC order. The filing wa• aade 

here in Florida on September 22nd, 1993. 

The current structure is a usage-sensitive 

•tructure. The charge is assessed on a 

per-ainute-of-use basis; unlike the other states the 

current •tructure is not a distance-sensitive structure. 

Under the new structure, transport is being 

changed to aore closely reflect the way Southern Bell 

and the other LECa incur costs. 

Southern Bell filed to mirror the interstate 

rate for aany reasons. 

The first reason is parity with interstate was 

an it .. that baa been expressed to Southern Bell by 

various custoaers. 

The second reason is if you had the saae rates 

in both inter- and intrastate , it helps the custoaers in 

trying to reconcile their b i lls. That was one of the 
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1 aain reasons, as well as the third reason is that it 

2 eliainates a problea that we ha'·~ in the reporting of 

3 the percent interstate usage. And that is a real 

4 probl .. for us even now given that the structure is in 

5 place in the interstate, but not in all of the states. 

6 Purtheraore, and finally, the aain reason is 

7 that it will proaote efficient use of the services that 

8 ve provide to our custoaers. 

9 There are aany customers purchasing access in 

10 this state, hundreds. Only two in this hearing are 

11 opposing the rates, and then only certain rates. 

12 The switched transport filing, the restructure 

13 has been filed in all nine states with the saae rates. 

14 It has been approved in five states; two states we've 

15 not gone to hearings where the tariff is in place, and 

16 in Tennessee the hearing officer approved a tariff. But 

17 there are further arguaents that will take place. so 

18 we're waiting for four other states, all of ~hich have 

19 either gone to hearings, or will be going to hearings. 

20 So of the nine states, we have the tariff in place in 

21 five. 

22 There was a lot of talk yesterday about what 

23 actually all we were doing. I'm sorry for bending the 

24 chart, but they have been used in various states. 

25 But very siaply what we're talking about is 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 thia piece of tranaport here, and I'll come back to this 

2 chart. Firat, let ae qet just point out exactly what we 

3 bave now. 

4 currently, in awitched access there are 

5 varioua charqea, you have the carrier common line 

6 charqe. We're not talking about the carrier co .. on line 

7 cbarqe. What I've done I've made copies, made thea a 

8 little eaaier to follow. They are attached to the 

9 teatt.ony tbat vaa filed. 

10 We're not talking about the carrier coaaon 

11 line charqe. 

12 ~SSIONER CLARK: Where is that again? 

13 WITNBSS HENDRIX: Right there. We're not 

14 talkinq about the local switching charge that takes place 

15 at the end office. We're not talking about any other 

16 cbargea that aoae of the other carriers, local coapanies 

17 aay have, auch aa the busy hour minute charge. What we're 

18 talkinq about ia the tranaport fees between this point and 

19 that point; that'• all we're talking about. Thia i• the 

20 current atructure. 

21 COMMISSIONER JOHNSON: I'a sorry. I waa looking 

22 down vhen you aaid •all we're talk i ng about is thia point 

23 to that point.• Which point, the end office? 

24 WITNESS HENDRIX: The transport piece between 

25 the end office and the aerving wire center and the 
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1 cuatoaer preaises, that's all we're apeakinq of. 

2 The question was asked yeaterday, vell, isn't 

3 tbat a aaall part of the revenues? Yes, it's about 16' 

4 of our avitched access. We're talking aillions and 

5 ailliona of dollars. so it may be saall as far as a 

6 percentage; it is a large pot of dollars that ve•re 

7 talking about. 

8 COMMISSIONER CLARK: Let ae interrupt you just 

9 for a ainute. When you have a vire serving center, vire 

10 center .. rving customers . 

11 WITNESS HENDRIX: Yes . 

12 COMMISSIONER CLARK: All right. And ther. you 

13 alao have a little piece that has custoaer preaises. 

14 WITNESS HENDRIX: Right. 

15 COMMISSIONER CLARK: And I assuae that aeans an 

16 IXC. 

17 WITNESS HENDRIX: That's correct. 

18 COMMISSIONER CLARK: All right . So they are not 

19 neceaaarily located at the vire center, that's an issue of 

20 virtual collocation or actual. Okay. 

21 WITNESS HENDRIX: That's correct . As a matter 

22 of fact, the piece between the custo•ers premises and the 

23 serving vire center, as I vill show you later, it's called 

24 tbe local channel. Okay. And this piece between the 

25 cuato .. r serving wire center and the end office is called 
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1 tbe interoffice channel. 

2 COMMISSIONER CLARJ(: Okay. 

3 WITNESS HENDRIX: Then, of courae, you have the 

4 acceaa tand .. where calls can be routed directly froa this 

5 point to tbat point, or aay very well be routed through 

6 tbe acceaa tandea. And that is the way tranaport ia 

7 provided to cuato .. ra nov. 

8 Tbare are options available to custoaera in 

9 tbe need atructure. Yesterday the focus vas on 

10 dedicated tranaport . And what that aeana, in a general 

11 aenae, ia tranaport that is dedicated to a given 

12 cuatoaer, between thia point and that point here. 

13 (Indicatift9) It aay be a DSO; it •a"t!·.· be a DSl; it could 

14 be a voice rate aervice or it very well could be a DSJ 

15 service. 

16 And yeaterday we talked a lot about, well, 

17 vhat actually are ve talking about is DSls, DSJs and DSO 

18 aervicea. The DSO aervice, in simple teras, is a single 

19 voice grade path. The DSl is 24 voice grade path. And 

20 DSJ, 28 DSla, 672 voice grade paths . 

21 Then vhen ve talk about tandea switch we're 

22 talking about the uaage-sensitive type service option 

23 that the cuatoaer could come in and purchase from us. 

24 So theae are dedicated and this is a usage-sensitive 

25 type aervice. 
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1 Tbe other option, as I just aentioned, which 

2 ia under the uaage here, is whether the ter. is 

3 •ca.aon.• Ca.aon siaply aeans that it is used in a 

4 ca..on network for all custoaers; all custoaers aay be 

5 going through the tandea. And that is a usage-sensitive 

6 aervice. That's also known as tandea switching. so I 

7 don't want to throw out new teras, but I'a wanting to 

8 enaure that the focus ia on exactly what we're talking 

9 about, which is still the transport piece. 

10 Nov, Florida is the first state where issues 

11 have been taken with the local channel. And when I say 

12 the first state, the first BellSouth state. And the 

13 atatea where we•ve gone to hearings, it's been on the 

14 interoffice piece, not the local channel. The local 

15 cbannel is the piece between the custoaer•s preaiaes and 

16 the circuit wire center. But here we have issue with 

17 both, or they are taking issue with both the local 

18 channel as well as the interoffice. 

19 Under the new structure, there are new 

20 el ... nts. We talked about the carrier common line. We 

21 also have what has been termed as the RIC, that is the 

22 charge that custoaers would pay us to interconnect with 

23 ua. We talked about the local switching.. We talked 

24 about the access tandea switching, calls that are being 

25 switched through the tandea. 
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1 Nov, all of those charges, the carrier co .. on 

2 line, the RIC, local switching, the access tandea 

3 switching, are all usage charges. 

4 In other words, if I were to look at those 

5 uaage cbarg .. and look at the average carrier co .. on 

6 line rate that is paid by custoaers, the local 

7 .witching, tbe RIC, total those up by the options, the 

8 three options, the tandem switching, the DSl and DS3, 

9 you can see in every case aore than 95 -- which 

10 repreaanta .ore than 95' of the total access charge, all 

11 cuata.era are paying the same. The difference, as I 

12 .. ntioned our reaaon for being here, is the transport 

13 piece. That transport piece will vary depending on the 

14 option that ia chosen by the customer. And those 

15 options again are OSl, DSJ and the tandem switching. 

16 so what we•re talking about in this case is 

17 the 5' of the total access charges that a cuatoaer would 

18 actually pay. That's what we're talking about. And at 

19 iaaue is whether the rates filed by Southern Bell are 

20 the appropriate rates. And we believe that they are. 

21 One, because it responds to the request th.at 

22 as been aade by custoaers for us to mirror interstate rates. 

23 The second reason is that would cover our 

24 costa to provide those services. 

25 The third reason is that it eliainatea 
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2 probl... And PIU, what we're talking about, if a 

3 cuatoaar haa got 100 ainutes, and hia uaage ia 70t 

4 interatate, 70 of thoae ainutes will be billed at the 

5 interatate rate; JOt will be billed at the intraatate 
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6 rate. Well, that ia a problea for ua now by not having 

7 tbe .... atructure and the saae ratea in place between 

8 inter- and intraatate. That is a real problea for ua. 

9 Let ae explain how that is a problea. You 

10 know, we talked about PIU over the years in thia ~tate 

11 and we vere ordered to set up a local coapany group, and 

12 that local coapany group, which is made up of all the 

13 aaaller LECa aa well as the major LECa, we are to have 

14 aa.e plan aa to cuatoaers , how we would go about 

15 auditing cuatoaera. Because it was a aerious problea. 

16 What we're talking about is money that aay be shown to 

17 the intraatate that probably should be interstate or 

18 aaybe ahown to interatate that probably should be 

19 intraatate. And what we have soae custoaera doing ia playing 

20 it to their benefit, and that is the problea that you have 

21 when you have ratea that are actually different. 

22 Now, if you were to look at Features A, B, D, 

23 7, 8 and 9 -- 900 aervices, if you were to look at those 

24 aervicea and you had a PI/PIU on these usage servicea, 

25 uaage .. rvicea of 70, you would think as a result of 
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1 thie filing, that it would hold true for the other 

2 eervicea. With local tranaport filing, we have aeked 

3 carriere to report to ua the PIU for the local channel, 

4 the PIU for the dedicated, the interoffice, and the 

5 .ultlplexing that they •ay have. Multiplexing ie 

6 uaually vban you're breaking a aervice dowr.. if I have a 

7 083 that hae 672 voice grade-type circuits and I want to 

8 break that down to have DSl, then I have to break that 

9 down to en•ur• that I can take it over that DS1 service. 

10 At one of the other hearings, Mr . Joe 

11 .. ntloned that it'• like a traffic cop. In other words, 

12 funneling the traffic through, and insuring that Jt•s on 

13 the right path, or the right voice rate path. So that's 

14 vbat we're talking about here. 

15 But they were to give us a PIU for each of 

16 the .. new el ... nta. These elements are new to switch. 

17 They've always been under special. But with special , it 10' 

18 of the usage ia interstate, the whole circuit is interstate. 

19 But with ewitched, you give us a usage nu•ber and we will 

20 break that nuaber down in portion of usage based on what you 

21 give ue in inter- and intrastate. 

22 So if I have a 70' PIU on the services, you 

23 would think that I would have close to a 70 here since 

24 those are the sa .. services. Well, folks, that's not 

25 happening. They're playing a game. And what they're 
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1 doing i• •aying there's 70 here, but this aay be a 30. 

2 Wby? Becau .. the •tructure is not in place. And •o I '• 

3 CJOing to do vhat i• beneficial to ay coapany to skew 

4 that to en•ure that I'• not actually haraed. That is 

5 the probl .. vbere you have different rates and you have 

6 different •tructures. 

7 so in •iaple teras, just in su .. ary, what 

8 we're talking about is the local channel and we're 

9 talking about the transport piece. We're not speaking 

10 of the carrier coaaon line that we talked about earlier. 

11 We're not •peakinCJ of the busy hour minute charge; we're 

12 not •peaking of the local switching charge. We're 

13 talking about the tran•port pieces that were carried 

14 traffic fro• the carrier's premises to the end office. 

15 SO that is what is at issue, which would represent 

16 •oaevhere in the neiCJhborhood of 3 to 5\ of the total 

17 cbarCJ• that•• billed to the carrier on a 

18 per-acce••-•inute basis. 

19 Nov, C)ranted this is just one end of access, 

20 •o if a carrier is using access on both ends and you add 

21 the double, double this, but the growing trend is to 

22 tarCJet cuato .. rs with high volume usage and to use 

23 dedicated her·e and special here. You do have soae of 

24 the •pecial on both ends. But this is what we're 

25 talking about. The access ch~rqes ~re between J\ to 5\ 
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1 of vhat a carrier would pay on a per-ainute-of-uae 

2 baaia. And the rates filed by southern Bell, all those 

3 ratea airror the interstate except for the red, whic~ is 

4 priced to k .. p Southern Bell neutral. The second part 

5 of ay au.aary --

6 COMMISSIONER CLARK: May I interrupt you just a 

7 ainute. You had aade a co .. ent that local transport is 

8 16t of the avitched access revenues. 

9 WITNESS HENDRIX: That's correct. 

10 COMMISSIONER CLARX: Now, do I understand this, 

11 that in the restructuring -- what is the relationship of 

12 

13 

the 95t here to your 16\? 

WITNESS HENDRIX: 

Is there any relationship? 

Okay. No. The 16\ -- if I 

14 looked at total switched access dollars, the transport 

15 piece of total switched access dollars, which would 

16 include your carrier co .. on line, your local switching, 

17 and all other ele .. nta, transport is about 16' of that 

18 total dollar ainiaua. This is on an average 

19 per-accesa-ainute basi•. These are the charge•, 1, 2, 

20 3 -- 1, 2 and 3 would be the charges aade by all 

21 cuatoaers, the tande•, DS1 and DSJ services, and the 

22 difference would be in the local transport, which i• this 

23 piece here. 

24 COMMISSIONER CLAR~ : Does that aean -- I gue•s, 

25 vhat I underatand that to aean is i nstead of the local 
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1 tran•port bringing in 16\ of the revenue•, it will only 

2 bring in S. 

3 WITNESS HENDRIX: No, it will •till bring in 

4 16t. Perha~ a piece is a little wJ~leading is the red 

5 cbarve here, that'• all in the transport piece. That has 

6 been taken out of the nuaber because all custoaers would 

7 pay that on a per-access-ainute basis. So that'• been 

8 l•mped in into 1, 2 and 3. 

9 COMMISSIONER CLARK: What you have noted 

10 interconnection IC charge, that's the RIC? 

11 WITNESS HENDRIX: That is what's on the RIC. 

12 COMMISSIONER CLARK: Okay. So if I added the 

13 RIC and what the new local transport cost will be, I 

14 •hould ca.. up to 16\ of the revenues? 

15 WITNESS HENDRIX: I have to do that; I can't 

16 think that fa•t on ay feet yet. 

17 COMMISSIONER CLARK: Okay. 

18 WITNESS HENDRIX: But it may. And I'll check 

19 that out. 

20 COMMISSIONER CLARK: Okay. But at any rate this 

21 i• a revenue neutral proposal? 

22 WITNESS HENDRIX: That's correct. 

· 23 I hope that helped in explaining what we're 

24 talking about and the •ervices that we're talking about. 

25 COMMISSIONER CLARK: It helped ae . 
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1 WITNESS HENDRIX: Approval of Southern Bell's 

2 filing coupled vith the zone pricing plan that vas also 

3 filed, vill provide the first step in allowing Southern 

4 Bell to co.pete vith the other carriers and other 

5 custa.ers tbat .. y be able to provide access in the 

6 transport .. rketplace. 

7 The second part of my focus is on the 

8 i~utation of access. The marketplace is changing. We do not 

9 believe that iaputation is still needed. We believe that the 

10 custoaers that are to benefit from imputation being in place 

11 are not really benefiting. Changes should be •ade if, in 

12 fact, the iaputation standard is to be kept in place and 

13 changea are actually needed. 

14 KS. KAUFMAN: Excuse me, I hesitate to interrupt 

15 at this point in the suamary, which has been quite 

16 lengthy, but I don't believe Mr. Hendrix addresses changes 

17 in iaputation standards i'n his direct testi•ony. 

18 KS. PEED: On Page 24 of his direct testimony he 

19 answers the issue how should the commission's iaputation 

20 guidelines be aodified? 

21 KS. KAUFMAN: In a general way but not in the 

22 detail be's gone into here. He doesn't give us a 

23 proposal. 

24 KS. PEED: I believe he was saying that they're 

25 no longer needed. He just mentioned that they should be 
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1 eliainated contrary to the intent of co•petition. I think 

2 his su.aary ia appropriate . I'• sure be can wrap it up 

3 pretty quickly. 

4 CHAIRMAN DEASON: I'• going to ask you to keep 

5 your -- your su.aary has been very helpful and ve 

6 appreciate that, but it is established procedure that 

7 sn-riu are liaited to the scope of what's contained in the 

8 prefiled direct and I'• going to ask you to keep it to that. 

9 WITNESS HENDRIX: Well , let ae sua it up that 

10 southern Bell believes that the iaputation require•ents 

11 are no longer needed with the changes that are taking 

12 place in the aarketplace. 

13 And finally, the transport tariff filed by 

14 Southern Bell should be approved for the reasons stated 

15 earlier. 

16 That concludes •Y suamary. 

17 MS. PEED: Thank you, Mr. Hendrix. 

18 Mr. Cbairaan, the witness is available for cross 

19 ex-ination. 

20 CHAIRMAN DEASON: Mr. Adams. 

21 CROSS EXAMINATION 

22 BY MR. ADAIIS: 

23 

24 

25 

Q 

A 

Q 

Good aorning, Mr. Hendrix. 

Good aorning. 

A couple of points of clarification on the 
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1 •~ry I think before we start. You corrected Paqe 26 

2 of your teatiaony, I believe, where there are five 

3 atatea liated, it'• on Linea 11 throuqh No. 13. 

A Yes, I did. 

5 Q Aa I correct, Alabaaa has allowed the rates to 

6 take effect aubject to a later hearinq which has not 

7 occurred? 

8 A Yea, that's correct. But the rates are --

Q The rates are approved. 

10 A Right. 

11 Q But there's been no Comaission --

12 A No co .. iasion hearinq or review of the rates. 

13 A No, but the rates were approved . 

14 Q Riqht. Kentucky, there was no challenqe to 

15 the ratea in Kentucky; is that right? 

16 A That's correct, on none of thea, but the rates 

17 ara approved. 
_.-

18 Q Now, North Carolina, the co .. ission heard 

19 arquaents but declined to have an evidentiary hearing; 

20 is that correct? There was no testiaony, no witnesses? 

21 A That's not true, no. LODS was present, I was 

22 pre .. nt, AT'T was present. We all spoke to the issue of 

23 the tariff. They took it under adviseaent and issued an 

24 order atating that the rates should be allowed to go in, 

25 I believe on February 23rd, so they heard fro• all 
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1 partie• in that docket and then finally issued an order 

2 approving tbe tariff. 

3 Q All riqht. They heard but they declined to 

4 bold an evidentiary hearing? 

5 A That'• because they had the evidence. They 

6 bad the evidence to hear and to rule. 

7 Q llov, Tennessee had a hearing before an 

8 adaini•trative law judge; is that right, or hearing 

9 exaainer? 
/ 

10 A Y••· And an order ~as issued approving the 

11 tariff. 

12 Q By the bearing examiner? 

13 A That's correct. 

14 Q And the co .. ission is still considerinq it? 

15 A They will, yes, but an order was issued 

16 approving the tariff. 

17 Q Riqbt. Okay. And also just in teras of --

18 you .. ntioned there are only two opponents here aaong 

19 the interexcbange carriers. Of course, Interexchanqe 

20 Acce•• Coalition which I represent , has got five 

21 aeaber•. I just want to point that out. Have other 

22 carriers other than AT'T expressed support for the 

23 BellSouth rate• in Florida, other interexchanqe 

24 carrier•? 

25 A Jlot in total. But the fact that they are not 
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here, the very opportunity to oppose the tariff you 

know, aa the old aaying, "ailence is golden." 

Q Silent aajority, is that what we•re talking 

about? 

A Well, they•re definitely silent. 

Q Let'• look at Page 11 of your teatiaony, you 

talk about your five reasons for proposing the tranaport 

atructure that you propose. 

A Ye•. 

Q And the firat one of those is mirroring the 

rcc•· interatate atructure. 

A That'• correct. 

Q And you•re aware, right , that there is no 

challenge to the atructure itself? 

A I .. aware of that, yes. 

Q Okay. And you•re also -- you also said, I 

17 think, you don't want to •irror the residual 

18 interconnection charge; is that riqht? You have a 

19 different charge in Florida? 

20 A That•• correct . 

21 Q Ia the Florida charge higher or lower than the 

22 federal charge? 

23 A The current pending charge -- well, initially 

24 when the filing waa •ade the charge was 1.3 cents. 

25 Since that ti .. Southern Bell has reduced access by $50 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

445 

aillion. Aa a reault of that change that reduced the 

charge to .00518. If we were to go in and airror the 

new rate• that went in at the federal level that would 

incr .... tbe cbarge juat alightly to . 00533, the current 

interatate charge i• .00525 . 

Q So Florida i• •lightly lower at thi• point --

A No 

Q your proposed --

A alightly higher. Slightly higher because 

of the 7.1 interatate filing. 

Q Okay. On your chart there that you were 

diacuaaing a .. cond ago, and it's up on the easel, you 

have the chart at the bottom with the number• on it, 

juat ao I underatand thia, the structure that we're 

talking about airroring is Items 4, 5 and 6; ia that 

right? LOcal channel, access tandem and interoffice? 

A 

Q 

Exactly right. 

Okay. And those are the same as the federal? 

19 A We would propose that they be the same as 

20 federal, yea. 

21 Q Right. And it I add those up correctly, and 

22 add tba reaidual interconnection charge, I get .00751. 

23 

24 

A 

Q 

It depend• on which one you add up. 

Right. I added the bottom three. The three 

25 you're propoaing to airror, plus the residual connection 
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1 cbarge. 

2 A It depend• on which one you add up. You've 

3 got tbr .. different options here. 

4 

!5 

6 

Q 

A 

Q 

Oh, I'• aorry, I'• adding tandea switched. 

Okay. 

So that would aean that the total, if I added 

7 correctly, ia .0751 for Iteas 3, 4, 5 and 6, for the 

8 tbinga we're talking about airroring? Do you want to 

9 check ay utb? 

10 

11 

12 

13 

14 

1!5 

16 

17 

18 

19 

20 

A Yea, I do. 

Q PleaH. (Pause) 

A And vbat waa your nuaber? 

Q .00751. Did I do it right? 

A That ia correct. 

Q Good. And of that aaount .00518 is a reaidual 

interconnection charge? 

A 

Q 

A 

Q 

That•• correct. 

So that•• roughly two-thirds? 

Roughly. 

Okay. So of the aaount we're talking about 

21 •irroring, two-third• ia actually not mirrored; ia that 

22 correct? The reaidual interconnection charge ia the 

23 piece that ia not airrored and represents two-thirds of 

24 the total? 

25 A Yea, it doea. 
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1 Q Okay. Thank you. 

2 And your aecond reason here you talk about 

3 •aore cloaer reflect the way transport is provided and 

4 coat• are incurred.• And that's elaborated, really, at 

5 the bottoa of Page 12 and continued on to Page 13 of 

6 your teatiaony. 

7 Q You aay, on Page 13, in last sentence, Line 

8 throu9h, •The underlying preaiae is that different costa 

9 are a••ociated with the switched access routing options, 

10 i.e., ace••• tandea switched, common or dedicated, 

11 available to awitched transport customers." What does 

12 that •entence aean, •The underlying premise is that 

13 different co•t• are costa are associated with switched 

14 aoce•• routing options•? 

15 A What it aeana is that if you choose to be 

16 routed through the tandea, and you're going -- Bell will 

17 incur coat• baaed on the option that you choose. And 

18 aince you have tandea switching, if you choose not to be 

19 routed through the tandea but you want to aaauae the 

20 riak -- which ia a aajor risk to purchase DS1 or DSJ 

21 aervice, reaeabering that DSJ service is a 672 voice 

22 grade, ao whether you puap a minute over that service or 

23 not you will provide to Bell monthly the charge for that 

24 083. So it aiaply aeans that the customer has the 

25 option of either aaauaing the per-minute charge or 
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1 aaauaing tbe riak of a DS1 or DSJ service that he would 

2 pay on a .ontbly flat rate basis, provided that his 

3 traffic patterna are auch that he could warrant it. 

4 Q Doea it auggeat that it's preferable to have 

5 price• that reflect coat? 

6 A It ia preferable to have prices, one, that 

7 cover your coat and that reflect what is in the 

8 .arketplace. 

9 

10 

Q 

A 

Okay. Let'• go to No. 3 then. 

Let .. expound on that . 

11 When you look at the prices that are being 

12 charged by other cuato•ers, let's say one custo•er -- I 

13 vent in and looked at the rates in this state for a DSl 

14 and DS3 .. rvicea. Bell'• prices, while they cover 

15 Bell'• coat, you know, we should be allowed to set our 

16 prices to coapete with what the market is dictating to 

17 ua that we need to do. And if you look at the prices of 

18 other carrier• in this state, you know, there's a big 

19 gap. What you all are asking us to do, you are not 

20 doing. 

21 You know, when you look at the 9.6 -- the FCC 

22 aaid we will aaawae your rates to be reasonable if your 

23 ratio of 081 to 3 ia a 9.6 or higher. Bell is about 15. 

24 But I went in and pulled a tariff of a carrier 

25 opposing this tariff in this state, and I have the 
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1 actual tariff pages. And then when you look at their 

2 rates, it's alaost a 1-for-1 all the way up to a 5 -- a 

3 5-to-1 or a 1-to-1. so what is actually being done or 

4 vbat is trying to be done is to derail the LECs so that 

5 they can have the aarket to go out and do whatever they 

6 want to do or buy froa other vendors. 

7 Another party Opposing this tariff says, "I go 

8 out and purchase DS3s froa other sources, but I think 
.... 

9 your 081 should be 22-to-1." Now, that's not right. We 

10 should be allowed to set our rates, as long as our rates 

11 cover coat. And we cover cost . And we should not be 

12 dictated to by our custo•ers as to what our rates should 

13 actually be when there are other motives on the basis of 

14 that cuatoaer. We should be allowed to do that. 

15 COMMISSIONER CLARK: Are you suggesting that the 

16 alternative carriers, the people that will be in the 

17 aarket to provide alternatives on the local transport 

18 charge, will be pricing predatorily; they will not cover 

19 their costs in order to get the customers? 

20 WITNESS HENDRIX: I think they will recover 

21 their costs, but the people they are buying the services 

22 froa, they are able to provide lower rates. In othe.r 

23 words, they do not follow the 28-to-1 or the 22-to-1 that 

24 is trying to -- that soae of the carriers are trying to 

25 press on us or put on us. That is not the relationship 
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1 betv .. n our DS1 and DS3 rates . 

2 

3 Q 

COIIIIISSIOIIER CLARJ(: Okay. 

(By Mr. Adaaa) Mr. Hendrix, do those sa .. 

4 people have the luxury of revenue neutrality? Do they 

5 9et to rai .. the rates for soaebody else when they lower 

6 tbe ratea tor ao .. one and co•e out with the aaae aaount 

1 ot 110ney? 

8 A I begin to wonder exactly what they do have. 

9 I know I've reduced rates by $50 aillion but I checked 

10 one of your client's tariffs and I have yet to see that 

11 flow tbrou9h. So perhaps you have a better I .. an, 

12 perhapa you•re better; because I reduced raise 50 

13 aillion and perhaps you just pocket the money, so you're 

14 probably better ott. 

15 Q You think the 50 aillion went all to one of my 

16 client•? 

17 A No. 

18 Q You think aaybe AT'T got a bulk of that since 

19 they are the larqest carrier? It was an 

20 acroaa-tbe-board reduction; it didn't go to an 

21 individual coapany. 

22 

23 

24 

A 

Q 

A 

25 acce••· 

I'• sure they do . 

Okay. 

But you received the benefit of us reducing 
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1 Q Well, let'& get back to the subject at hand, 

2 if we could. 

3 Your Reason No. III here for proposing your 

4 tariff is, •To proaote efficient use of Southern Bell's 

5 network.• Tbia is Page 13 of your testiaony. 

6 Nov, starting on Line 21 of that page, you 

7 aay, •under tbe proposed restructure, however, there 

8 will be a greater incentive to utilize transport 

9 efficiently in that cuatoaers ordering dedicated 

10 tran•port will pay the cost of the type of transport 

11 ordered.• 

12 Again, as with Reason No. II, doesn't that 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

auggeat that prices and coats should have a 

relationship? 

A Not necessarily, no. 

Q So you're going to promote efficiency by 

covering costa but not having prices relate to those 

coats? 

A Well, perhaps you missed what I mentioned 

earlier. A cuata.er purchasing a DSl or DSJ aervice 

aaauaea the riak to buy that service whether he pumps a 

ainute over it or whether he puaps no minutes over it. 

That ia the risk. That ia a choice. And a custoaer in 

thia aarketplace is not going to go out and buy a DSJ if 

it doea not warrant it. And so it is promoting 
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1 efficient u•e, because that custoaer i• going to look at 

2 vbat be can actually use and go out and buy that 

3 .. rvice. 

4 The •a .. with a custoaer that aay want to use 

5 tand .. .witched •ervice. He cannot warrant a DS1 or DSJ 

6 .arvice and •o he will use the tandea switch. 

7 cuata.er• purchasing that service -- and I 

8 think the point that is aissing here is that tho•• 

9 cu•to .. r• a••uae a risk and they are going to ensure 

10 that they can ju•tify purchasing that service; 

11 otherwi .. , it ju•t i&n't a saart business person or a 

12 •aart bu•ine•• coapany to go out and do that. 

13 Q Well, let•• talk about that for a second. Can 

14 cu•toaer• buy tandea switched transport and dedicated 

15 tran•port? 

16 A Oh, ye•, they can. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q 

A 

Do ao .. cu•toaers do that? 

Oh, Y••· I would say, since you aentioned 

AT,T, AT'T ia by tar probably our largest voluae tandem 

•witch u•er. AT'T aay have a lot of DSls. Your 

cu•toaer• have a lot of DS-ls in this state. So you use 

tand .. , they u•e tandea; you use dedicat.pd, they u•e 

dedicated. 

Q So it'• po••ible to buy dedicated tran•port 

and tandea tranaport . Doesn't that allow you to pack as 
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1 aany ainutea aa you can into the dedicated transport and 

2 then always buying a little less than you aight need and 

3 overflow the rest on a tandea switched transport? 

4 Wouldn't that be a saart business decision for an 

5 interexcbange carrier to aake? 

6 

7 

A 

Q 

Yea, I have no problem with that . 

So what risk is there when you can always 

8 underbuy what you need on dedicated and overflow the 

g excess on the tandea switch? 

10 

11 

12 

A 

Q 

A 

Well, I'a not 

What risk are we looking at here? 

I'a not sure that you underbuy on dedicated 

13 just to have the luxury of overflow to tandea switch. 

14 Tbat'a not aaart. So I would think that if a cuatoaer 

15 ia going to buy a dedicated service that he will ensure 

16 that there's adequate usage to warrant that service. 

17 Q So you can, basically, just buy it for what 

18 you know of, rather than underbuy --

19 A I'a sorry? 

20 Q Rather than underbuy, you would just buy for 

21 what you know to be your traffic voluae. And then if 

22 you get lucky and have aore, you have an outlet; you 

23 don • t have to buy 110re than you might need? 

24 A The point that you're missing, I think, is 

25 exactly what is dedicated service. 
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1 When we tariff the dedicated service, the 

2 dedicated .. rvice allows custoaera, whether switched or 

3 special; if it's a DSJ service they can put special 

4 access on it, they can put switch on it, and that is 

5 aaking aore efficient use of the services ordered by 

6 that custa.er. That is the option. That is a risk that 

7 he's qoing to take, aaauaing that he can fill that pipe. 

8 But there's little risk in probably purchasing tandea 

9 switching because that is on a minute-of-use basis. 

10 

11 

Q Riqht. So whatever risk there is --

CHAIRMAN DEASON: Mr. Adams, let ae interrupt 

12 for just a aecond. 

13 

14 

IIR. ADAMS: Sure. 

CHAIRMAN DEASON: How is it that the restructure 

15 is qoinq to result in greater efficient utilization of the 

16 network? 

17 WITNESS HENDRIX: What happens is -- well, 

18 first, let .. start: Southern Bell and BellSouth has 

19 filed to waive char9es, nonrecurring charges, allowi.ng 

20 custo .. rs to qrooa. In other words, to put as auch 

21 traffic as they can over given services. 

22 For instance, if I qo out and purchase a DSJ 

23 service, and I have 11 DS1s for special and probably I 

24 have the need of 15 DS1s for switched, I can put those 

25 over the sa .. DSJ service option. That is allowing for 
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1 efficient use of the service . 

2 And ao thia option, these price options that 

3 have not been available to custoaers before, as far as 

4 DSl and DS3 and awitched, will allow custoaers to aore 

5 readily do that now; and the fact that we're w•ivinq the 

6 charges ia actually givinq the iapetus to aove forward 

7 and to .ake tbat happen. 

8 CHAIRMAN DEASON: I'm not so sure I understand 

9 that aJUNer. 

10 WITNESS HENDRIX: Okay. 

11 CHAIRMAN DEASON: What is the difference between 

12 the pricin; atructure now and the way you're proposinq it 

13 be restructured that it's qoinq to result in custoaers 

14 aakinq deciaiona which is qoinq to result in qreater 

15 efficient utilization? What siqnals are you proposing 

16 .. nding to the cuatoaer so that they will make the correct 

17 decisions to correctly utilize the network? 

18 WITNESS HENDRIX: Okay. Today, since access 

19 transport is on a per-ainute-of-use basis, if I need 

20 trunks or if I think I need trunks, I'm going to order 

21 trunks to have spares. Well, tomorrow --

22 CHAIRMAN DEASON: Now who makes the decision --

23 if a custa.er orders anc:l it's strictly their rate is on a 

24 ainute usage, it aeeaa to ae there's an incentive to 

25 overorder. 
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1 WITNBSS HENDRIX: That's correct. And~that was 

2 the point I vaa .&king. If it's on a ainute-of-use basis, 

3 then he'• going to overorder trunks that are probably 

4 needed just to ensure that those trunks are actually there 

5 for peak periods or whatever. That's on a ainute-of-use 

6 basia. 

7 CHA%RNAN DEASON: Now, you, as the provider, do 

8 you review that and aay, •No, you don't need this type 

9 this a.ount of capacity•? 

10 WITNBSS HENDRIX: We try to work with the 

11 cuatoaers to ensure that it's really not a problem, and we 

12 try to help th .. aituate theaaelves to order actually what 

13 it ia needed. But there are aany cases wherein customers 

14 would aiaply order just in case there are peak periods or 

15 other perioda, juat to have spares. 

16 CHAIRMAN DEASON: So what you•re saying is that 

17 with the fixed coat of the dedicated cost of those 

18 facilities, if they order the•, they are going to be 

19 required to pay the rate which you contend is cost-based. 

20 I believe you will contend is cost-based. 

21 WITNESS HENDRIX: Well, they will be required to 

22 pay that rate if they order the dedicated service, whether 

23 they have any uaagea or --

24 CHAIRMAN DEASON: That's where the risk comes in 

2 5 that you • re talking about. 
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1 WITNESS HENDRIX: Exactly. And as far as 

2 cost-ba.-4, we cover the cost to provide that service. 

3 Does tbat .. an that the contribution on a 

4 voice grade basis is the saae for OSl, OSJ service? And 

5 the an8Ver is no. And what we're sayinq is that we 

6 cover costs, but we should be allowed to price that 

7 service to .... t the aarket. 

8 CHAIRMAN DEASON: And you want the flexibility 

9 to price a DS1 in relation to a OSJ as the aarket 

10 dictates. 

11 

12 

13 costs. 

14 

WITNESS HENDRIX: That's correct . 

CHAIRMAN DEASON: As lonq as you cover your 

WITNISS HENDRIX: As lonq as I cover costs. 

15 CHAIRMAN DEASON: If for soae reason you try to 

16 have too biqb of a rate, obviously, there are options 

17 available? 

18 WITNESS HENDRIX: Oh, yeah. 

19 CHAIRMAN DEASON: So that's the nature of the 

20 coapetition. 

21 WITNESS HENDRIX: That's correct. 

22 CHAIRMAN DEASON: When you refer to the aarket 

23 conditions, .. pecially the deqree of coapetition, what 

24 options and rates are available as an alternative? 

25 WITNBSS HENDRIX: That's correct. 
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1 Q (By Mr. Adaaa) Mr. Hendrix, on that note, 

2 what optiona are there? Are there co•petitive tande• 

3 .witched -- .witched interoffice transport network• in 

4 Florida? 

5 A Well, I think that's the purpose ve•re here 

6 nov in thi• docket i• to talk about whether th~re would 

7 be other• or not that could provide the transport 

8 HrVicea. 

9 Q SO if an interexchange carrier today wants to 

10 buy tandea •witched transport from somebody other than 

11 BellSouth in BellSOuth's territory, where do they go 

12 today? 

13 A Perhap• you can tell •e. There waa one 

14 carrier that .. ntioned that they are buying OSJ• from 

15 aa.e other carrier nov. 

16 

17 

18 

19 

20 

Q 

A 

Q 

No, I'a talking about tande• switched service. 

Tand-? 

Uh-huh. 

A Okay. 

you coae to Bell. 

Nov, a• far as the state of Florida, 

But -- and I'm glad you •entioned 

21 that -- the PCC ha• i••u•d an order that requires u• to 

22 hand off the •ignaling, wherein other vendors can 

23 provide tandea •witched transport. 

24 Nov, the key i•, when you're talking about a 

25 •witched ace••• ••rvice, that ia a PIU service. How 
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1 .uch of that u•age i• going to be intrastate, how auch 

2 i• going to be interatate, when the FCC is requiring us 

3 to band off tbe •ignaling to that AAV for the• to 

4 provide tand .. •witched transport? so the option ia not 

5 there nov but it will be; and I think Septe•ber, the 

6 latter part of Septeaber is when we have to file the 

7 tariff at the federal level. 

8 SO you will have that option at the federal 

9 level and cueto .. r• aay very well skew it and show it 

10 all inter•tate when it really should be perhaps lOt 

11 intra and 70t inter. 

12 Q Have you had inquiries from people who were 

13 going to buy that aervice? 

14 A No, but that doesn't mean that it's not going 

15 to happen. We were ordered to actually d9: it in the 

16 docket -- I believe the docket is 911441; other 

17 cueto .. r• petitioned to be able to provide tandea 

18 evitching. 

19 CHAIRMAN DEASON: Let me interrupt again. What 

20 ia it that the PCC ordered, and how would that be 

21 iaple .. nted? 

22 WITNESS HENDRIX: We have to file a tariff that 

23 would require BellSouth to hand the signaling off to allow 

24 other entitie• to provide tandem switching transport. 

25 CHAIRMAN DEASON: Okay . Exactly what is tandem 
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1 .witching tran•port? I• that providing a switched 

2 aervice? 

WITNESS HENDRIX: Yes, through the ace••• 

CHAIRMAN DEASON: Now, is that an intra•tate 

6 .. rvice, or i• it -- it goes through the calculation of 

7 tbe PIU? 

8 WITNESS HENDRIX: The PIU. 

9 CHAIRIIAif DEASON: so part of that would be 

10 intra•tate. 

11 WITNESS HENDRIX: It could be, yes. 

12 CHAIRMAN DEASON: How is that allowed under 

13 current Ploric:ta law? 

14 WITNESS HENDRIX: Right. But I would venture to 

15 .. y, given tbe PIU proble•s that we've got with having 

16 different rate• in different states, that you're going to 

17 probably have •o .. of this intrastate traffic that's going 

18 to •how up a• inter•tate traffic . 

19 CHAIRMAN DEASON: We 11 , my question i•, 

20 regardl••• if there'• only one minute of intra•tate, how 

21 ia tbat allowed by Florida law? 

22 WITNESS HENDRIX: It's not allowed unlea• you 

23 approve it. 

24 CHAIRMAN DEASON: Well, we can approve it; but 

25 if it'• contrary to Florida law, we can't approve 
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1 ao .. tbing that'• contrary to the law. 

2 WITNISS HENDRIX: That•a true, but the point I'm 

3 aakinq ia tbe PCC haa ordered us to make that filing. 

4 Tbat filing will allow for tandem switched traffic to go 

5 through tbe other carrier • s tande•. And the point I '• 

6 aaking ia that ao .. of that traffic aay very well be 

7 intraatate traffic; it •ay show up as 100' interatate. 

8 Juat a• cu•to•ers have the iapetus to akew the 

9 uaage nov, there .. y be a greater impetus to actually do 

10 that. So while no one can offer it in the state now, it 

11 could be offered aoon on an interstate basis or in some 

12 of the intraatate traffic we'll leave. 

13 CHAIRMAN DEASON: I see what you're saying, 

14 that there would be an incentive to what would in reality 

15 be intraatate to be classified as interstate. 

16 

17 

WITNESS HENDRIX: That's correct. 

COMMISSIONER CLARK: I think there's aore of an 

18 incentive. They'll have to do it, otherwise, they'll be 

19 providing Vbat - - perhaps providing local switched 

20 Hrvice, which they can • t do. 

21 WITNESS HENDRIX: That's ~orrect. 

22 COMMISSIONER CLARK: I would assume 100' of it 

23 ia going to be liated aa interstate. 

24 WITNESS HENDRIX: That's correct. 

25 CHAIRMAN DEASON: Now is this one of the 
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categoriea of .. rvicea to where if it is lOt or 9reater 

intera~ate it ia aaau.ed to be lOOt interstate? 

WXTWISS HENDRIX: No. This is strictly we're 

talking avitched acceas services. This would be atrictly 

baaed on tbe PIU that ia 9iven to us; and if it's a 70/30 

aplit, 70 being interstate, nor.al switched services would 

be billed aa 70' at the interstate rate and JOt at the 

intraatate rate. But since it is not allowed on an 

intraatate baaia, we'll probably be lOOt interstate for 

that .witched traffic. This is not special access 

traffic; it'• .witched traffic . 

CHAIRMAN DEASON: And it's only for special 

acceaa that the lOt rule coaes up? 

WITWISS HENDRIX: That's correct. 

Q (By Mr. Ad ... ) Mr. Hendrix, on your tandea 

.witched traffic, your ori9inatin9 tande• switched 

ainutea, what percenta9• of those are aeasured 

jurisdictionally? 

A Are you aakin9 today or consistent with the 

20 order? 

21 Q Today. 

22 A Well, we know it it's Feature Group D we can 

23 aeaaure. 

24 Q lOOt? 

25 A I would aay yeah. 
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Q Okay. So thia PIU problea we're talkinq about 

doe•n't apply to that? 

A •o, that'• not true. You would still have the 

probl... Let'• .. y if I hand off Feature Group A, B, or 

700, vbich i• a D ••rvice; aoo, which is usually a D 

aervica; your 900 i• D •ervice; I think the 500 .. rvice 

that aay be tariffed •hortly is a D service. So the PIU 

probl .. doe• not go because of we're able to aeasure the 

II'I'SD. 

Q Let'• go back to your reasons here. I like 

your fourth rea•on on Page 14 of your testiaony, "To 

.ave toward a .ore coapetitive environ•ent for the 

provi•ion of interexchange service." We have been 

talking about that •o .. , anyway. I like this one 

becauae you uae the word •costs" four times in his this 

one paragraph. 

The fir•t sentence says, "The proposed 

re•tructura, which reflects the way costs are incurred, 

.aves toward a aore coapetitive environment for the 

provider• of interexchange services." We've probably 

•aid tbi• ••veral tiaea already, "reflects the way costs 

are incurred•? 

A 

Q 

A 

Uh-huh. 

Does that .. an you cover your costs? 

If you're asking what that sentence aeans? 
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Rigbt. 

I• that your question? 

Y-. 
4 A What tbat .. ana •i•ply is, as I •entioned 

5 earlier, if AT6T baa got traffic going through the 

6 tandaa, then I incur tande• switching coata. If AT6T 

7 vaa to purcha .. a 081, I will incur the OSl dedicated 

8 coat. If LDDS vanta a DS3, then I will incur that 

9 dedicated 083 coat. so that'• what that sentence .. ana: 

10 Tbat if you want to be awitched through the tande•, that 

11 ia the type of coat I will have; if you want to be 

12 dedicated, 081, 3, DSO, then those are the types of 

13 coat• that I'• going to have. That's what it aeana. 

14 Q Okay. Let'• go on, Line 24 says, •The 

15 proposed atructure aovea closer to an arrange•ent in 

16 vbicb each IXC will bear the costa of the transport 

17 .. rvica it ordera, baaed upon routing and capacity.• 

18 In order for the carriers to aake the right 

19 deciaiona, I think Chairaan Deason was asking thia 

20 earlier, don't the price• have to reflect these costs? 

21 Aren't the coat• only relevant to what decisions they 

22 drive if the price• are reflective of those coats? 

23 A I'a not really -- you know, costs, as we're 

24 talking here, are tvo different things. There are two 

25 different coata, let .. say it that way . The first coat 
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i• the co.t that I incur in providing you the service. 

The •econd co•t is the cost which is a rate that I 

charge that•• your coat. 

Q Ri9bt. 

A 

Q 

so vhicb costa are we talking about? 

What I would like to do is relate the two and 

7 tbat'• vbat I aa ••king is that it seeas to ae you•re 

8 talking about your coats; but your prices to us which 

9 are our coat•, •• you point out, don't reflect your 

10 coats, ao I'a confused as to how that promotes 

11 efficiency. You're urging my clients to make the right 

12 decision vben their cost doesn't reflect your cost . 

13 A Okay. First, let ae say, as I aentioned 

14 probably tvo other ti .. s, the rates proposed by Southern 

15 Bell cover SOUthern Bell's costs . Let ae say that. Let 

16 .. also -- I don't think I aentioned this earlier -- the 

17 rates that are filed in this tariff were rates that the 

18 PCC requi~ed us to use, which are the 9-1-92 special 

19 access rate on the interstate level with soae 

20 adjust .. nts that were required in the rate as a result 

21 of other orders. So those are the rates. 

22 When I say, one, we cover costs, and then we 

23 price the service in accordance to what the aarket 

24 allows ua to price the service at , okay? So I'• a 

25 little confused •• to where ay costs, ~s long as I cover 
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1 costa in .y rate, should iapact you. And the only way 

2 tbat it can ia if you were wanting to dictate to ae as 

3 to vbat -r rates should actually be. 

4 Q Well, I thought you said that we were 

5 encouraging efficient use of your network --

Tbat'a correct. 6 

7 

A 

Q -- by incentivizing interexchange carriers to 

8 purcbaH Hrv.icea froa you based on the coat of 

9 providing those Hrvicea, so that they wouldn't order 

10 too auch or too little? 

11 A I tbink you added aoae words because that's 

12 not what tbia says. 

13 Q Well, I'• just trying to understand. 

14 A Well, let ae tell you what this says. 

1!5 Q Okay. 

16 A Okay. What this says is that if I incur coats 

17 for tand .. switching service, then the rates that I 

18 for tbat tand- switching service will cover those 

19 costa. 

20 If a carrier has a 051 service, first, ay 

21 rates are going to cover those costs. If it's a DSJ 

22 service, first, •Y rates will cover those costa. 

have 

23 How, if a carrier chooses to purchase a 051 or 

24 DS3 service, tben he'• going to ensure that he has 

2!5 adequate traffic to warrant that service. That is what 
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1 this is saying. He purchased the service, that's the 

2 way I incur coats. If he switched through to tandea, a 

3 dedicated cuatoa.r does not incur a tandea switching 

4 c:bar9e, so be's not going to pay it. 

5 Q atay. So I guess to sua it up, then, would 

6 you agree that your prices cover your incre•ental costa 

7 but they don't necessarily vary in relation to the 

8 variance in your incr ... ntal costa? 

9 A Bxactly right . 

10 Q Okay. on Page 16 of your testi•ony, just a 

11 little clarification point here , on Lines 7 through 9, 

12 you say, •under the switched transport restructure, 

13 rates will be aore closely aligned with the way 

14 transport is provided and costa are incurred. • "More 

15 closely aligned,• does that aean aore closely than today 

16 under the current rules? 

17 

18 

19 

20 

A 

Q 

A 

Q 

Under the current per-minute-of-use charge? 

Right. Is that what the reference is to? 

Bxactly. 

on Page 21 of your testimony, I guess this, 

21 the top, Line 1, suas up your view that •arket pricing 

22 is appropriate and not cost-based pricing as long as 

23 incr ... ntal coats are covered? 

24 

25 

A 

Q 

What you stated su•s up my view well, yes. 

Thank you. We talked about this a little bit. 
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In the tranaport arena you see coapetition developing 

for 083 Mrvice, 081 service and tandea switched 

tranaport Mrvice, all three of those? 

A Yea, I do. 

Q You think in the near tera? 

A Yea, I do. I think it's here. 

Q Tand .. switched transport? 
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8 Ia bere. The fact that the FCC has required 

9 ua to file tariffs and you have an order, and for the 

10 reason I aantioned earlier about the iapetus to probably 

11 aiareport tbe PIU on that traffic. As far aa your DS1 

12 and 083 Mrvicea, if you were to look at your own 

13 client'• tariff, you know, it will show, for inatance, 

14 while we•re coapeting in this •arket, it will show that 

15 tbe ratio of DS1 to DSJ service for your own client is 

16 nowhere near vbat you're asking us to actually do. And 

17 it just ao happens that -- well, I•d better not say who 

18 tboae aervicea are given to or who those services are 

19 aold to. 

20 But., for instance, on a route between -- a DS1 

21 route between Miaai and Tampa you charge $5,760. Well, 

22 let .. do it thia way. Let ae go to one that'• close. 

23 Gaineaville t ·o Tallahassee is 129 miles; your DSl rate 

24 waa $7,900. If I look at Tallahassee to Jacksonville, 

25 your 083 rate, which is 153 miles, so those are close --
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1 Q What are you reading from there? 

2 A Your tariff. 

3 Q lly tariff? 

4 A LDDS or ATC's tariff. Your DS3 for that aaae 

5 route wa• $9,000 -- let ae finish. 

6 Q I'• •orry. I'• just trying to fiCJUre out what 

7 que•tion I aaked that caused us to be reading the 

8 tariff . 

9 A Competition. coapetition. And I'• ju•t 

10 looking at your rates that you charge for your DS1 and 

11 DS3 .. rvice•, okay, and the ratio. 

12 Q Are the•e interoffice transport service• that 

13 LOS i• •elling? 

14 A Well, I would think that two cities 120 ailes 

15 apart would be interoffice. 

16 Q You think they would be between two telephone 

17 coapany office•? 

18 A I'• juat reading from your tariff. 

19 Q You don't think those are special access type 

20 service•? 

21 A Well, •pecial access is a DSl-type service, 

22 isn't it, in a DS3? 

23 Q 
., ... 

Ia that really relevant to wnat we're talking 

24 about here? 

25 A Oh, yea. Coapetition is what we're talking 
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about. 

Q Ca.petition, but not coapetition in general . 

we•re not talking about 

A .. 11, I think that was your question you ••ked ... 
Q I ••ked you about -- I asked you about 

caapetition in tandea switched transport and you said, 

•It'• bare.• 

A 

Q 

lfo. 

And I don't understand where that --

11 A I gave you the answer there. Now, I aa about 

12 to give you the anawer to the OS1 and 3, and what we're 

13 actually facing now. 

14 CHAIRMAN DEASON: This discussion is lively and 

15 intaraating. I'a ju•t going to ask you not to talk at the 

16 .... ti .. , okay? The court reporter can't record it when 

17 you talk at the .... tiae. 

18 A You ••ked ae the competition in the 

19 aarketp1ace, the tandea switch, OS1 and OS3 services 

20 I fini•bed the tandea awitch, now I'm going to the OS1 

21 and 3. 

22 CHAIRMAN DEASON: Please proceed. 

2 3 WITNESS HENDRIX: Thank you . 

24 In the route that I gave was Gainesville to 

25 Tallaha••H, which vaa 129 airline ailes, your rate is 
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1 $7,850. Tallahassee to Jacksonville, tor your 083 you 

2 have a rate -- which is 153 airline ailea -- you have a 

3 rate of $t,700. If you were to look at the ratio there, 

4 that ia a 1.2-to-1. Now, what you're aakinq ia 

5 aa..ubere tor Bell to set its rate at about a 22-to-1 or 

6 hi9ber. 

7 Nov, to .. that's not fair. Ia coapetition 

8 here? Are we tacinq it? The answer is yea. This ia 

9 evidence of it here. 

10 CHAIRMAN DEASON: I hate to interrupt. You're 

11 coaparing a D81 with a DSJ? 

12 

13 

14 

WITIIBS8 HENDRIX: Yes, I am. 

CHAIRMAN DEASON: The differential vaa a 1.2? 

WITNESS HENDRIX: Yea -- no, that ia the ratio. 

15 In other vorda, when we filed our tariff, the FCC said if 

16 you look at your DS1 and your DSJ rates, and the ratio was 

17 a t.6-to-1 or qreater, that •eans 9.6 os-ts to a DSJ, then 

18 thoae ratea are reasonable. Okay. The rates that Bell 

19 tiled here are 15-to-1. Sprint has asked for a 22-to-1, 

20 and lAC baa aaked tor aoaethinq probably a little bit 

21 9J'•ater. 

22 But I'• aayinq when you look at what the 

23 aarketplaca ia doinq in this state and what's being 

24 qivan to cuatoaera, the ratio in that one instance I 

25 qava vas a 1.2 081 -- I aean, DSla to a DSJ . And what 
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1 tbey are r .. lly wanting us to do is to have a ratio that 

2 ia larger ao that they could undercut our price• and ve 

3 •tand no chance of bein9 able to coapete in thi• aarket. 

4 CIAIRKAM DEASON: When you use the tera •they,• 

5 vbo are •tbey•? 

6 WX~S HENDRIX: Anyone that i• providin9 a 

7 dedicated tranaport; and in this one case I aention here, 

8 thia i• froa the ATC tariff. 

9 CHAIRMAN DEASON: So as a coapetitor to you 

10 providing that .. rvice? 

11 WITNESS HENDRIX: That's correct. 

12 CHAIRMAN DEASON: Now, what about the people 

13 that vant to utilize that service? 

14 WITNESS HENDRIX: Want to utilize this service? 

15 CHAIRMAN DEASON: In some instances wouldn't 

16 client• of Mr. Ad ... vant to, instead of constructing 

17 those facilitie• the .. elves, utilize your service? 

18 Wouldn't that be aore efficient for thea to do? 

19 WITNESS HENDRIX: It may be. But aany of the --

20 they aay choo•e to do that, if it's to their benefit; or 

21 they aay coae and use us, if it's to their benefit to coae 

22 to Bell. And a lot of that will depend on the area; it 

23 vill depend on the cu•toaer and whether this cuatoaer is 

24 even -- or whether thi• carrier customer can even operate 

25 in thi• area or whether there is services provided to 
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1 cuata.era in thia area. So there are various factors. 

2 But the point that I was aaking is that the 

3 aarket, and baaed on vhat we're facinq nov, where ve•re 

4 being aaked to .. t our rates is not consistent vith 

5 vbere tbe aarket, the other players, are setting their 

' ratea. 

7 CHAIRMAN DEASON: Well, I quess ay concern is 

8 that vban you uae the tera •they,• I think you're uainq it 

9 aore in teras of your coapetitors. 

10 WITHBSS HENDRIX: That's correct. 

11 CHAIRMAN DEASON: But "they" also can be your 

12 cuatoaera. 

13 WITNESS HENDRIX: Oh, yeah. They are. And we 

14 vant very .ucb for thea to be our custoaera and we would 

15 like very aucb for thea to stay with us. But we should be 

1' allowed alao to set our rates in such a way that we can 

17 aaintain th .. •• custoaera. 

18 CHAIRMAN DEASON: Is the bottoa line of your 

19 concern that if you're forced into a certain structure 

20 that you cannot respond to coapetition, that they will 

21 becoae your caapetitora and not your custoaera? 

22 WITNESS HENDRIX: Not the structure but the 

23 ratea. If I'• forced to a certain rate level and if I'• 

24 forced to .. t ay rates based on certain foraulaa other 

25 than juat covering costa, then I will not be able to 
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1 coapete with other transport providers in the aarketplace 

2 becauae of ., rate levels. 

3 Q (By llr. Act-) Mr. Hendrix, speakinq of 

4 cuataaer•, vbo i• your biqqest customer for acce•• 

5 tran•port •ervice in Florida? 

6 A .. 11, it •houldn't coae as any surprise, I 

7 would a••u.e AT'T i•. 
8 Q Without revealinq any proprietary inforaation, 

9 would you say they buy aore than half of all of the 

10 ace••• tranaport service you sell? 

11 WITJriUS HENDRIX: Mr . Tye, how do you want ae to 

12 anawer that? (Lauqhter) 

13 KR. TYB: I don't know yet . 

14 WITNESS HENDRIX: I know the answer but --

15 MR. ADAMS: I'• not asking for a specific 

16 nu.ber, I ju.t want to know whether AT'T buys aore that 

17 half. 

18 MR. TYB: I think access percentage are 

19 proprietary confidential business information, 

20 Mr. Chairaan, and I know that Southern Bell has qone to 

21 vreat lenqth• to aaintain the confidential nature of that 

22 inforaation. I don't think that anybody in the IAC would 

23 like to have their percentage revealed on the public 

24 record, and •o I would object to Mr. Hendrix answerinq 

25 tbat que•tion. 
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1 MR. ADAMS: I'• not asking for a specific 

2 percentage, just a ballpark figure of --

3 CHAIRMAN DEASON: Just ask hia if it is 

4 aitnificant. I ••an, you could say greater than 50. And 

5 tban once he answers to that, then you can say, •well, is 

6 it betv .. n 50 and 75?• I mean, that's ballpark. 

7 You can get too specific, and I'• reluctant to 

8 bave tbe witness specify a number either greater or leas 

9 tban a specific number. 

10 MR. ADAMS: Okay. 

11 Q (By Mr. Adams) Mr. Hendrix, would you say 

12 that AT'T buys acre than all the other interexchange 

13 carrier• coabined? 

14 MR. TYE: I object. Mr. Hendrix has already 

15 answered tbat AT'T ia the largest in the state. That 

16 ..... to be the point that counsel is trying to •ake here 

17 and perhaps tbat•s as far as we ought to go on the public 

18 record, Mr. Chairaan. 

19 MR. ADAMS: Okay. I withdraw the question. 

20 Q (By Mr. Ada .. ) I have a letter here that 

21 ia -- I'd like to get an exhibit number for a letter. 

22 CHAIRMAN DEASON: It will be identified as 

23 Exhibit No. 27. 

24 (Bxhibit No. 27 aarked for identification.) 

25 MR. ADAMS: This letter is not subject to a 
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1 requeat for confidentiality, but soae accoapanying 

2 ~ta wbicb are now being distributed are, 80 I'a 

3 going to be careful about asking questions on this, 

4 llr. Hendrix. 

5 Q (By Hr. Adaas) Mr. Hendrix, to your knowledge, 

6 did BellSouth ... t with AT'T in the proceas of 

7 developing the rates tbat are -- Mr. Hendrix, do you 

8 want a ainute to look at that? 

9 Yes, thank you .• 

10 MS. PEED: Mr. Chairaan, do you aind if I aove 

11 closer to ay witness as far as these docuaents are 

12 concerned? 
r ' 

13 CIIAIRIIAN DEASON: I have no objection. The only 

14 available ... t is right beside hia, if that•• where you 

15 want to sit. 

16 JIR. ADAMS: Do we have an exhibit nuaber? 

17 CHAIRMAN DEASON: Yes, it was identified as 

18 Exhibit 27. 

19 WITNESS HENDRIX: I'a ready. 

20 Q (By Mr. Adaas) To your knowledge, did 

21 BellSouth aeet with AT'T in tbe process of developing 

22 the rate• that you're proposing today? 

23 A I aet with AT,T, MCI, Sprint and called Brian 

24 Siaonnetti (phonetic) to let him know who I was going to 

25 be calling, also. It is a co .. on thing to meet with 
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1 cu•ta.er• to let th- know -- as Chair.an Deason 

2 .. ntioned, the•• are our custoaers, I want to keep thea. 

3 so, you know, you try to be up-front with the cuato .. ra, 

4 ao the anaver i• I .. t with a whole bunch of carrier•. 

5 Q Including AT,T. 

6 A Including AT,T. 

7 Q Okay. And you've aeet personally with the•, 

8 then, obvioualy, froa your answer. 

9 A Ye•. But, you know, when you look at the 

10 rate• that were filed, I aean, what were the choices? 

11 You either file the interstate rates or you file the 

12 rate• 1n the initial filing, which I think vas a we 

13 looked at the special access rates on an intrastate 

14 basi•. And then after revievinq the probleaa that we 

15 .. w in filing those rates, thought it vas aore 

16 appropriate to file the interstate rates. 

17 And the aeeting vas pretty auch, ~~ the AT'T 

18 witness .. ntioned, it pretty auch wanting to know what 

19 our plana were. Because you•re a cuatoaer to ua, we 

20 want to k .. p you and keep the other custo .. ra also. 

21 

22 

23 

24 

Q 

A 

Q 

A 

Do you know who Quinton Sanders ia? 

Ye•, I do. 

can you tell ae who he is? 

Well, I think it•s at the top of the 

25 letterhead. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 Q 

478 

Ri9bt. The letterhead says he's the director 

2 of AT'T Regional Account Teaa for BellSouth; is that 

3 correct? 

4 A That'• hia. 

5 Q Okay. And do you know who Bill West is? 

6 A He'• with -- yes he is access vice president. 

7 Q Por AT,T, correct? 

8 A Por AT,T, that's correct. 

9 Q Okay. So this letter was written froa Quinton 

10 Bandera ~o Bill Weat February 7th, 1994, that•a the date 

11 that•• on the letter? 

12 

13 

A 

Q 

correct. 

And it addresses aeetings with AT'T concerning 

14 developaent o:f the rates we • re talking about today? 

15 

16 

17 

A 

Q 

A 

No, it does not. 

All ri9ht. What does it address? 

Well, let's think back first . I filed the 

18 tariff Septeaber 22nd, 1993. 

19 

20 

Q 

A 

In Florida? 

I aodified the tariff in January , I think, the 

21 first ti... So both of those dates are prior to the 

22 February 7th date. The only things that I've done to 

23 the tariff since is to go in and aake changes to keep 

24 parity with the interstate rates. 

25 Q In the first paragraph in the letter there, 

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 

479 

there'• a black and indented state•ent with a little 

headift9 tbat -y•, •End In Mind. • 

A Y-. 

Q You under•tand the introduction of that, the 

firat paratraph, aay•, •You've asked that we develop an 

outline addre•ainq the i••ues associated with potential 

price reductiona for awitched access aervicea. Further, 

you asked ve develop an 'End-in-Mind State•ent• to focus 

diacua•iona between AT•T and BellSouth. Following i• 

that infor.ation.• 

So do you underatand, then, there are four 

bullet point• here under "End In Mind." 

I --

A Are you aakinq •e if I understand the•, or do 

Q 

A 

Ye•, do you understand what those are? 

I acknowledge that they are there. 

Q Well, firat of all, I assume you acknowledge 

that they are there. 

A Yea. 

Q Do you understand what they are referring to? 

Por exa.ple, let •e ask you this. "To •ove 

toward .witched ace••• price levels consistent with 

AT'T'• expectationa,• do you know what Mr. Sanders •eant 

by that? 

A Obvioualy, that would mean to reduce access. 
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But, you know, vben you reduce access, you don't just 

reduce it for AT6T. You get the benefit, that $50 

aillion, vbere you're not reducing your toll rates, you 

have 90t benefit of that $50 aillion. 

Aa I aentioned, we have hundreds of access 

cuata.er•, ao vben I go in to change a tariff, whether 

it i• for carrier ca.aon line, local switching, 

tranaport or whatever, it's not strictly for AT,T. You 

get the benefit. So perhaps AT'T is doing a lot of your 

leg work for you. 

Q I vi•h that were the case. In April of this 

year did you file a new federal tariff or revise your 

federal tariff? 

A That's our annual filing, yes. 

Q Right. And you changed the rates for these 

services at the federal level; is that correct? 

A I changed rates for certain switched access 

services, yes. 

Q Did you change the DS3 rates? 

A Yes, I did. I changed i t to mirror the 

special accesa like a DSJ rate. 

Q 

A 

Q 

Was that a 20' reduction? 

I believe that's close. 

Approxiaately? You don't have to be exact. 

Did you reduce the DSl and tandea switched 
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rates accordingly? 

A Let .. tell you exactly what I did. 

Q Okay. 

A I reduced the voice grade local channel rate 

froa $27.14 to $25. I increased the voice grade fixed 

rate fro. 11.09 to 23.30. I reduced the voice grade 

tranaport interoffice rate fro• 2.26 to 1.90. I reduced 

tbe dedicated -- and that was the dedicated, too, and I 

reduced tbe dedicated DS3 interoffice, not the fixed, 

just the interoffice piece from 253 to 200. I also 

reduced tbe DA RIC rate fro• 00317 to 00269. There were 

also other changes in the local switching rate and the 

carrier ca..on line rate. 

Q Maybe I can simplify the question a little 

bit. I believe you told •e in other states that you 

agreed vith .. that that filing reduced DS3 rates by 

20t. 

A I agree with you here, too. 

Q Okay. And left DS1 and tandem switched rates 

essentially unchanged. 

A Tbat•s correct. And I just stated that. 

Q 

A 

'!'hank you. 

And tbat was -- and the reason I reduced the 

24 083 rates vas to gain parity with the special access DSJ 

25 LiqbtGate rata for interoffice. 
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To your knowledge, that wasn • t related to an 

2 effort to .ave towards awitched access price levels 

3 consistent with AT6T'• expectations? 

4 A No. A8 a aatter of fact, until you showed •e 

5 tbis letter here, I had not seen this letter, and I was 

6 tbe one that .. de tbe pricing decisions as to what 

7 should happen on tbe federal level. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Okay. The BellSouth interoffice network 

operates at a DS3 level; ia that correct? 

A The interoffice I believe is about 92' fiber. 

Q And so that would aean that it operates at a 

DS3 level? 

A .. inly. 

Q Okay. So help ae understand, a typical call 

would originate at ao.eone•s residence, just a 

hypothetical call. We're at soaeone•s residence, we 

pick up the phone, the call goes first to the closest 

end office, correct, or the end office the residence is 

connected to; ia that right? 

A That ia correct. 

Q Okay. At that end office, then, is that where 

it enters the interoffice network? 

A That•• correct. 

Q And is that the point at which it becoaes 

aultiplexed up to a DS3? 
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A T'bat'• correct. 

Q Okay. And then it travels through that 

interoffice network to the interexchange carrier point 

of pr-nce? ...... 

A '!'bat • • correct. 

Q And then you hand it off to the interexchange 

carrier? 

A 

Q 

That'• right. 

Okay. And that happens -- is that rate 

regardle•• of what the interexchange carrier is using 

DS3, DS1 or tand .. •witched transport? 

A If it'• over ay interoffice, it's regardless. 

Q Okay. If a carrier is buying DSl or tandea 

avitcbed transport, when it receives it at it• point of 

pre•ence, then you have to aultiplex it down froa DSJ 

down to 081 or vbatever you hand off? 

A 'l'bat'• correct. 

Q So that .ultiplexer on the receiving end, just 

before it goe• to the point of presence, that's the 

difference betw .. n the DSJ and DSl service? 

A Hot nece••arily, no. 

Q 

A 

In teraa of co•t, i• that not true? 

No, not nece••arily. There are other factors. 

24 The aultiplexer would be one of the factor•, 

25 which i• really an error in the nuabers that were a part 
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1 of your witne••' te•tiaony. Because he assuaes -- I'a 

2 assuainq he •••uae• one, and that•• what is stated in 

3 tbe v.rbiaqe, but the fact is -- well, let .. put it 

4 tbi• way: If I were a teacher and he gave ae that, I 

5 would bave to fail hia because he did not do a thorough 

6 job, becauae he did not look at all of the coata, the 

7 nu-Mr of aultiplexer• needed, nor did he look at the 

8 C08t for the •tate, nor did he look at the field 

9 factor•. And •o it is terribly flawed. 

10 Q Fir•t, I •hould give you soae personal advice, 
. 

11 don't teach in a public school. 

12 A I do not. I work for BellSouth. 

13 Q You qet in trouble with those belts in public 

14 8Cbool•. 

15 We propounded soae interrogatories to southern 

16 Bell dated February 23rd, 1994, out of the responses 

17 bere. Do you have those available. 

18 A Ho, but I know which one you are speaking of. 

19 Q Okay. Ho. 11. 

20 A It talks about the main difference between 

21 Q It doesn't say the •ain difference. The 

22 question i•, •ror the typical interoffice fiber link, 

23 identify every difference in equipment and facilities 

24 u.ad by SOUthern Bell to provide a DSl and DSJ.• 

25 And If you'd like, I can read you the entire 
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1 r .. ponae, but tbe la•t .antence of it is, "Therefore, 

2 the difference batv .. n the proviaioninqs of a DSJ and a 

3 D81 i• a 3-to-1 .ultiplexer required for DSl service." 

4 A Okay. And a• I •aid --

5 Q Are you telling .. that•• incorrect? 

6 A ~t l'a telling you is that if you were 

7 a•suainq that it only took one, then that is the case. 

8 BUt vbat I'• .. ying i• tbat there are •ore than one --

9 there'• aore than one •ultiplexer usually on averaqe 

10 that i• uaed. And on top of that, which I think the 

11 Sprint vitneaa got to, you have the field factors. He 

12 u•ed a 79. 

13 So if you are looking at a sinqle DSJ type 

14 -rvica and you vant to know what is the aain 

15 difference, tbe aain difference would be the •ultiplexer 

16 that you have to put on. But it takes aore than one, 

17 and then you would have to consider the field factors . 

18 PUrtberaore, your question was very limited in 

19 what it ••ked for. It asked for the equipment and 

20 facilitie•; it did not aak aa to what other factors. 

21 You had li•ited your que•tion to equipaent and 

22 facilitie• that are u8ed. 

2 3 CIIAIRIIAII DBASOII: 

24 you have for thi• vitne••? 

2!5 (Laughter) 

Mr . Adams, how •uch more do 

Substantial or more than 50,. 
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1 MR. ADAMS: More than all other queationera 

2 co.bined. •o, I'd say significant. Not aubatantial but 

3 significant. 

4 CHAIRMAN DEASON: Very well . That helpa a lot. 

5 Tbat'• not confidential. 

6 .. '11 take a ten-•inute receaa at this ti ... 

7 (Brief receaa taken . ) 

8 - - -

9 CHAIRMAN DEASON: Call the hearing back to 

10 order. 

11 MS. WILSON: My witness arrived last night. 

12 Be'• 90ing to be here only -- it's •Y underatandinq his 

13 fli9ht leaves at 4:30, and I request that he be placed on 

14 the •tand ri9ht after lunch. I understand there•• just 

15 liaited croa• exaaination for him, so it ahouldn't be a 

16 problea to take hia out of order right after lunch. 

17 CHAIRMAN DEASON: Any objection? Okay. We'll 

18 aake that acco.aodation. 
·'. 

19 MS. WILSON: Thank you. 

20 MR. ADAMS: In that regard I have good news. I 

21 aana9ed to eliainate a lot of the question• I had atill on 

22 ay list here during the break. I think we covered a lot 

23 of the inforaation already . 

24 I'd like to ask for an identification nu•ber 

25 for IXC'• Pirat Set of Interrogatories, Ite• No. 11. I 
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1 think it baa been diatributed. 

2 CHAiaKAN DEASON: Yes, that will be id•nti~ied 

3 aa Exhibit No. 21. 

4 

5 Q 

(Bxbibit No. 28 aarked for identification.) 

(By Mr. Adaaa) Mr. Hendrix, juat a couple of 

6 qu .. tiona on tbat. Give ae, where appropriate, a ye• or 

7 no anaver and tben your explanation. 

8 Juat one aort of final question on thia 

9 .ultiplexer iaaue. It'• ay understanding that only one 

10 .ultiplexer ia needed to reduce a DSJ down to a DS1 at 

11 tbe point of interface vith the carrier network; would 

12 you agree with that? 

13 A Uaually. But then if it's going over the DSJ 

14 interoffice, you have DS1a that aay becoae an office 

15 aervice, or at the other end you have a aultiplexer 

16 there alao. 

17 Q But at the point of interconnection there is 

18 juat one, right? 

19 A At that aingle point, yes, but there are other 

20 pointa along the interoffice. 

21 Q So •Y underatanding is that you're essentially 

22 atanding by the anawer, interrogatory answer, Itea No. 11? 

23 A I'• atanding by -- I'• sorry? 

24 Q I waa juat going to restate it . You look like 

25 you needed ay clarification. 
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No, I'll let you restate it. 

Okay. You•re taking a position that thi• 

3 an•ver i• correct a• written. 

4 A COnaidering the narrow focus of how the 

5 que•tion va• ••keel, ye•. 

6 Q Okay. 

7 Witb regard to tandea switching co•t•, •ubject 

8 to check and without revealing the actual proprietary 

9 figure•, would you aqree that the economic co•t of the 

10 tand .. •vitcb.ing el-nt is less than 40t of the 

11 propo.ed price? 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2!5 

A 

Q 

Subject to check, I would think. 

Okay. And that price is the price, the 20t ot 

the inter•tate revenue requirement for tandea switching; 

i• that riCJht? 

A With the other 80 input in the interconnection 

charCJe, the 2·0 being in the tandem switch. 

Q RiCJbt. But the less than 40t is le•• than 40t 

ot the 20t, correct? 

A Let .. en•ure that I understand. 

Q 

A 

Q 

A 

Fir.•t, I agreed subject to check 

Rigbt. Under•tood. 

-- that the costs vas 40t of the rate. 

Le•• than. 

Le•• than 40t of the rate. 
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1 Q Rigbt. 

2 A S~j~ to check, I agreed, to that. 

3 Q Okay. And the second question 

4 A Okay. Go ahead. 

5 Q Tbe .-cond question was the rate that we just 

6 discussed is .. t at 20t of the interstate revenue 

7 requir ... nt, corr~? 

8 A That's correct. We airrored the interstate 

9 rates. 

10 Q Right. So the less-than-40\ number is applied 

11 to the 20t nuaber, that is what I'm trying to 

12 

13 

A 

Q 

I• applied to the rate. 

Okay. Do all the rates you propose -- the 053 

14 rates, the 081 rates and the tandea switching rate --

15 have contribution included above your increE~ntal co.st? 

16 

17 

18 

A 

Q 

A 

I'a •ur• it does, yes. 

Is the contribution the same in each case? 

No, and that's the very point I made earlier. 

19 As long as we cover costs, southern Bell would need the 

20 freedoa to set the rates based on what the market 

21 pressures are. so the contribution percentage that you 

22 have in a 081 versus a DS3, versus tandem switching, it 

23 is not the saae, but the saae thing would hold true in 

24 the aarketplace. Your DS1 and your 053 costs are not 

25 the .... and it's obvious by the numbers I gave you 
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1 earlier. 

2 on top of that, if you look at the basis, the 

3 geneaia, of vbere tboae rates caae froa, they were the 

4 1992 apecial acceaa rate. Those rates were not the 

5 ..... Tbe contribution on those levels were not the 

6 ..... And that's been a co .. on practice throughout; 

7 vben tbe cuata.era take the risk to purchase a DSJ 

8 .. rvioea, or a DS1 .. rvice, knowing that they would have 

9 to be able to juatify that, we price that service based 

10 on aarket. Tbe contribution is not the same. 

11 In a ca.petitive aarketplace you can't have 

12 that, or you abouldn't have that. You should be able to 

13 price according to vbat the aarket would actually bear 

14 or vbat it will dictate to you as to what your rate 

15 levela would actually need to be for the services that 

16 you offer. 

17 Q In a ca.petitive aarketplace you wouldn't have 

18 revenue neutrality? So you're telling me that tandem 

19 

20 

21 

tranaport 

A 

Q 

22 tranaport 

Not neceaaarily. 

Let .. aak you this. Tandem switched 

23 CHAIRMAN DEASON: I'• going to have to ask both 

24 the witness and the attorney once again not to apeak at 

25 the .... tia.. 
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1 JIR. ADAMS: Okay. 

2 CHAIRMAN DEASON: The court reporter is having 

3 an extr ... ly hard tiae. I'a having a hard ti .. just 

4 listening. 

5 

6 Q 

IIR. ADAMS: Sorry. 

(By Mr. Adaas) Well, let .. just ask a aiaple 

7 queation, then. 

8 A I hadn't finished answering the question. 

9 CHAIRMAN DEASON: The witness aay answer the 

10 previoua question and then we will continue. 

11 A The contribution well, to be revenue 

12 neutral, as Bell is, in a coapetitive aarketplace you 

13 could be revenue neutral and still be coapetitive. 

14 There's no problea in actually doing that . You aay qo 

15 in and increase rates on certain services and certain 

16 aileage banda, and reducing others, and that'• to aeet 

17 the aarket need. You aay increase rates during your off 

18 periods, off peak tiaes, and reduce the peak rates. 

19 Tbat•a revenue neutral . There's nothing wrong with 

20 that. 

21 

22 Q 

SO I do not agree with what you are saying . 

Would you agree with me that tandea switched 

23 prices have aore contribution than the DSl prices? 

24 A I don't know. 

25 Q You don't know what the amounts of 

FLORIDA PUBLIC SERVICE COMMISSION 



492 

1 contribution are in each of your prices? 

2 A I would aay in lookinq at the coat atudiea, 

3 and I don •t bave tb- here, but in lookinq at th-, 

4 tbat'• probably true. I juat don't have the nuabera to 

5 verify tbat. That .. y be true. 

6 Q You don't know what the level• of contribution 

7 are in your proposed pricea? 

8 A I knav what the rate levels are. I know that 

9 I cover coata -- hold on a ainute. on a percentaqe 

10 ba•i• it probably i• hiqher . 

11 Q I'• aorry? 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

on a percentaqe baaia it'• probably hiqher. 

Okay. 

A But tbat'• fine, because you're pricinq your 

-rvice to .. et the .. rket. There's no quidelinea in a 

co.petitive aarketplace that says as lonq as I cover 

co•t• tbat the contribution levels aust be equal. That 

tbat i• not the way you do it, nor is it the way the 

other vendor• or carrier• do it. 

I'a finiahed. Thank you. 

Q Okay. Do you believe that the Florida EAEA 

rate •tructure pra.otea econoaic efficiency? 

A Do I believe the Florida EAEA rate structure 

proaote• econoaic efficiency? (Pause) I don't 

under•tand your queation. 
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1 Q The average rate -- using the average rate per 

2 ainute a• the baaia for the pricing? 

3 

4 

5 

6 

7 

• 
9 

10 

11 

12 

13 

14 

What ia your question? Are you aakinq .. 

equal rate per unit of traffic? 

Q Mo. The current EAEA average rate per ainute 

atructure, doea that proaote econoaic efficiency? 

A I want to an•wer the question, but I want to 

enaure I under•tand the question • 

Q You're propoaing a departure froa that, I 

believe. 

A Okay. If you're asking me if the rate that I 

currently have proaotea efficiency? Tl:::· one rate? 

Q 

A 

The intraatate rate in Florida. 

No, I do not believe that. 

15 CHAIRMAN DEASON: Mr . Hendrix, what rate were 

16 you referring to when you were referring to an EAEA rate? 

17 WITNESS HENDRIX: I am referring to the 

18 tran•port rate that I currently charge, which ia -- was 

19 ju•t reduced froa 0154 to 00706. That is the rate, which 

20 i• the one rate -- there is no distant-sensitive rates for 

21 tranaport in thia atate. You have just the one rate that 

22 ia •• .. ••ed on a per-ainute basis, so that'• the rate that 

23 I'a thinking that vaa being asked. 

24 And the fact that it is on a ainute-of-uae 

25 ba•i•, and there i• no lapetus in carriers being 
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1 efficient in the .. rvice• that they order, so I do not 

2 belief that lt would pra.ote efficiency in the u•e of 

3 the aervioe8 or in the •ervice• that are ordered. 

4 CHAIRMAN DEASON: Now, what's the •iqnificance 

5 to tbe deaveraglng aapect of the proposed rate? 

6 WiftfBSS HDIDRIX: When you speak of deaveraqing 

7 

8 CIIA'IRKAN DEASON: I thought that wa• the 

9 quutlon. ..ybe I '• •i•taken. 

10 WXTRBSS HENDRIX: I'• not sure I understood that 

11 to be the qu-tlon. 

12 KR. ADAMS: No. The question was just whether 

13 he believe• that the po•talized, nondistant-sensitive 

14 pricing •tructure per •lnute of use pro•otes econo•ic 

15 efficiency. 

16 CHAIRMAN DEASON: I apologize . I thought I 

17 heard •o .. tbi.nq in that que•tion concerning soae type of 

18 cSeaveraqlng of aa.e •ort. 

19 KR. ADAMS: No. 

20 COMMISSIONER CLARK: In fact it is averaging. I 

21 a•au.e by poatal rate• you •ean everybody pays --

22 KR. ADAMS: Exactly. 

23 COMMISSIONER CLARK: The saae no aatter how far 

24 it qoea. 

25 KR. ADAMS: Exactly. Distance insensitive. 
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1 Q I'd like to ask the witness to look at a 

2 docuaent here. 

3 

4 

RS. PIZD: Do you have a copy for •e? 

RS. KAUFIIAII: I apolOCJize, I do not, but you're 

5 certainly velco.e to look over the shoulder with us. 

6 (Pauae) 

7 Q (By Mr. Ada .. ) Mr. Hendrix, can you identify 

8 the doe\meftt? 

9 A I'a sorry? 

10 Q can you tell ae what the docuaent is? 

11 A The brief of Southern Bell in Docket 880812. 

12 Q can you flip to the page with the little 

13 yellow tab on it and read the underlined sentence for 

14 -? 

15 A Okay. •It is equally clear that the creation 

16 of the EAEAs and the use of average transport rates have 

17 fostered econoaic efficiency within the state.• 

18 

19 

Q 

A 

Do you disagree with that state•ent? 

Well, this was filed back in 1990. I •ean 

20 we're in -- what is today? My 19th wedding anniversary, 

21 August 23rd, 1994. We're talking over four years. 

22 Q Ri9ht. So the econo•ic theories have changed 

23 in that ti-? 

24 A Well, the aarketplace has changed. I aean, a 

25 whole lot of thin9s have changed since that tiae. If 
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1 you look at the report that was put out by Mr. Roy 

2 J .. ter (phonetic) that talks about the things that have 

3 cbanCJad in the aarketplace -- have you seen this? The 

4 .. rkatplaca has changed. 

5 We're talking a different era. We're talking 

6 accaa• providers coaing in. We're talking people being 

7 able to provide special access and private line-type 

8 •ervioa•. we•re talking a totally different market 

9 here. 

10 we•r• talking things happening at the federal 

11 level that would allow you to come and locate in ay 

12 office• on a virtual basis. We're talking signaling, 

13 banding off the signaling so that you can provide tande• 

14 switch. 

15 The aarketplace has changed. 

16 

17 

18 

Q 

A 

Q 

So you agreed with it then but not now? 

I didn't write it. 

I understand that . 

19 A But I would agree, given that point in ti•e 

20 back in January 1990, that it was probably appropriate 

21 then. But nov the aarketplace has changed. 

22 MR. ADAMS: I have no further questions. 

23 CHAIRMAN DEASON: Mr . Hoffman. 

24 MR. HOFFMAN: Thank you, Mr . Chairman. 

25 
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CROSS EXAMINATION 

BY IIR. HOPFIIAN: 

Q Mr. Hendrix, my name is Ken Hoffaan. I'a 

repreaenting Teleport Communications Group. I juat have 

a few queationa for you. 

I think in one of your discussions with 

Cbairaan Daaaon you aentioned a nonrecurring -- a waiver 

of a nonrecurring charge. can you tell me a little bit 

aore about that? 

A Yea, which one do you want to know because 

there'• a whole bunch. The first one -- is there one 

that you want to know about? Because I could just run 

down the liat. 

Q Tbe one that you mentioned in your discussion 

with the ca.aiasioner. 

A Okay. Well, I mentioned that in general, so I 

aight as well cover the whole gamut. 

The first one was as a result of the order 

that vaa iasued for local ~ransport that would allow carriers 

to aove their traffic froa a dedicated to a tandea switched 

baais or froa a tande• awitched to a dedicated basis, and we 

will valve charge• to allow that to happen. 

The other charge waiver that was filed later 

will allow carrier• to grooa. In other words, by 

grooainq, I .. an if you have special and switched 
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1 aervicea and you want to put those on a aingle pipe, 

2 then ve will waive charges to actually allov you to do 

3 that. And atill the waiver of dedicated to co.-on or 

4 ca .. on to dedicated waa in place. 

5 Tbe other waiver that waa tiled in July would 

6 allow carrier•, if they have certain high cap type 

7 aervicea tbat waa purchased out of the special ace••• 

a tariff, to place awitched services on thoae high cap 

9 aervicea. And the whole purpose was to incent cuatoaers 

10 to be efficient in the routing of the services that they 

11 order froa ua and in the use of those services. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Q With reapect to each of those three waivers of 

nonrecurring charges that you just described, has 

perai .. ion been sought by Southern Bell to iapleaent the 

waiver of those nonrecurring charges at the FCC? 

A Tbat waa what I just gave you, waa the 

Q I'a aorry, I didn't hear you. 

A That•a what I just gave you. 

Q 

A 

The PCC? 

Yeah- But the first waiver where a carrier is 

21 able to aove froa dedicated to co .. on or coaaon to 

22 dedicated with switched services, that was tiled even 

23 before the local transport tariff was filed here. 

24 Q Have any of those requests to waive those 

25 nonrecurring charge• been tiled in Florida with the 
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Florida PUblic service co .. ission? 

A Tbat vas what I just aentioned, the first one 

vas filed here and approved. 

Q Mbat about the other two? Have the other two? 

5 A No, because ve don't have the local transport 

6 tariff. Tbat would aaauae that the local transport 

7 

8 

' 
10 

tariff vas in. 

Q With respect to the nonrecurring charge which 

addr .... a the switch fro• dedicated to co .. on and co .. on 

to dedicated, what coats are incurred with those charges 

11 vbere the rate is being waived? Do you underatand what 

12 I'• trying to ask? 

13 A W.ll, yea, I do. 

14 If a cuato .. r is a tandem switched cuatoaer 

15 and wants to be dedicated -- in other words, rather than 

16 being switched through the tandem they are nov wanting 

17 to go froa the certain wire center to the end office --

18 then you would have the charge at least on one end of 

19 that service to aove it to that dedicated end office. 

20 And if it's dedicated wanting to becoae tandea route, 

21 then at least on one end of that interoffice you have 

22 the cbar9e of aoving that cuatomer's traffic back to be 

23 a tandea route. 

24 Q So at least with respect to that situation you 

25 just described, there are certain costs that southern 
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1 Bell would incur when the custoaer goes froa tandea to 

2 dedicated or dedicated to tande• that are not being 

3 recovered through a rate. 
.~ 

4 

5 

6 

7 

A 

Q 

A 

Q 

Tbat'• correct. 

Ia that correct? 

Tbat'• correct. 

•ow, if you had a cuato .. r auch aa AT6T which 

I wiabel to avitcb ita local tranaport fro• Southern Bell 

9 to an AAV, would SOUthern Bell waive the nonrecurring 

10 cbarve for tbe interconnector or AT,T? 

11 A I don't believe so, no. And the reaaon beinq 

12 ia tbat tbe order fro• the FCC -- and, furtheraore, 

13 we're talking two different dockets . At leaat at the 

14 federal level, you•re talking docket, I believe, 91213 

15 and 91141; ao you're talking tvo different docketa that 

16 were bandled at tvo different tiaes, okay? So the 

17 waiver applied to tt;e transport piece; the collocation 

18 docket ia a different docket. So the chargea in that 

19 caae were not waived. The FCC vas very clear in atating 

20 aa to vbicb cbargea would actually be waived and those 

21 cbargea were aaaociated with the local tranaport piece, 

22 not the collocation docket. 

23 Q If I underatood your answer, Mr. Hendrix, I 

24 think vbat you're tellinq ae is that if a cuatoaer 

25 wiahed to change providers -- if the co .. isaion 
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1 autboria .. co.petition for local transport for switched 

2 acceaa aarvicea -- if a custoaer wishes to change 

3 provider• of tbe local transport piece froa southern 

4 Bell to an AAV, either the AAV or the custo-r will have 

5 to pay a cbar9• tbat would not have to be paid if the 

6 cuata.er bad •tayed on southern Bell's network; is that 

7 correct? 

8 A You underatood .. clearly. I aean, th~t•a 

9 juat like -- well, you aay want to do it, but I don't 

10 want to tell 8Y wife I'a going to pay you to leave ae. 

11 (Laughter) Okay. And so 

12 Q I understand. 

13 IIR. WIGGINS: That's why he's been .. rried 19 

14 y-rs. 

15 A SO to .. it'a the aaae thing. Why would I 

16 want to pay a carrier to leave ae? 

17 Q (By· Mr. Hoffaan) So all other things -- I'a 

18 aorry. 

19 

20 

A 

Q 

I want to incent the carriers to say with ae . 

Eaaentially, then, this serves as aotivation 

21 for the cuato .. r to stay on your network rather than 

22 switching to an AAV? 

23 A Exactly right, which not only will benefit 

24 Bell, but the end users of the state benefit because 

25 that .witched traffic is here with ae . 
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1 IIR. BOFPIIAII: Thank you. I have no further 

2 queationa. 

3 CRAIRIIAII DEASON: Ms. Caswell. Ms. Bryant. 

4 CROSS EXAMINATION 

5 BY liS. BRYAII'l': 

6 Q Good .orning, Mr. Hendrix. Chanthina Bryant 

7 on behalf of Sprint. 

8 You atated earlier that under the equal charge 

9 atructure that all carriers were treated the saae; is 

10 tbat correct? 

11 A I don't believe so I said that. I think what 

12 I aaid waa that given the charges that we have here, 1, 

13 2 and 3, all of those charges are paid by the carriers. 

14 And then -- I ... n, the rates are the saae for all 

15 carriers. Now, when you get into the DSl, the DSJ and 

16 your tandea awitched, it's based on the option that the 

17 carriers order. 

18 Q But under the old structure all carriers paid 

19 the -- baaed on a per-ainute-of-use? 

20 A Under the old structure, yes . 

21 Q Is that correct? 

22 A That's correct. 

23 Q And under the new structure would you agree 

24 with .. that all carriers are no longer treated the 

25 -? 
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A No. 

Q Doean't it depend on which service carriers 

are able to •~ribe? 

A Tbat va• going to be ay an•wer to your 

queation. All carrier• ordering a DSl or a DS3 

•ervice -- if everybody in this roo• wanted a DSl 

aervice, you ca.e to Bell and I'a going to treat you all 

alike. Everybody 9ets the same rate. Nov, if you want 

the risk and you want the DSJ service, all DS3 custoaers 

co.e to Bell and I will treat you all exactly alike. 

All tand .. switched cuatoaers, you come to Bell and I'll 

charge you the aa .. rate. 

The .. rvices that the custoaers order are 

different; ao baaed on that service, I would treat them 

all the ..... 

Q But didn't you state earlier in response to 

lAC's que•tioning that that would be risky ~~ do that if 

you didn't have a aufficient aaount -- a sufficient 

voluae to place on a DS3 

A I atated 

Q -- that'• going to subscribe to those 

22 aervicea? 

23 A I'• sorry for cutting across you. Are you 

24 finiahed? 

25 Q Ye•, I aa. 
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1 I'• aorry. 

2 I atated that any custoaer that would go out 

3 and purcba.. a 081 or a DSl service and did not have 

4 adequate voluae to justify that service, that•• not a 

5 good buaineaa deciaion that that cuatoaer is aaking. 

6 He'• 9oing to purchase the service based on his need for 

7 tbat .. rvice, ao it is a risk that he's asswaing. 

8 because whether he puts a ainute or no ainutes over that 

9 081 or any dedicated service, he will remit to Southern 

10 Bell on a .onthly baaia the cost for that service --· 

11 the rate for that service, rather. 

12 Q W.ll, if it's not a qood business decision, is 

13 it probable that carriers will do that? 

Do what? 14 

15 

A 

Q To a~cribe to services where they don't have 

16 a sufficient a.ount of traffic? 

17 A I don't think so. 

18 Q Or inadequate? 

19 A No, I do not agree. I do not think so. The 

20 -rket ia changing to the point that you•re qoin9 to 

21 have to look once, look twice, and look three tiaes 

22 probably to ensure that the service that you are 

23 ordering ia the beat service that you can order to 

24 service this area. And so it is not wise, nor do I see 

25 carrier• .oving, to aiaply order a DSJ service for the 
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1 aake of bavinq it. 

2 Q Well, didn't you also state that the 

3 contribution i• different baaed on those services? 

4 A Y .. , I did. 

5 Q So ,cuata.era subscribing to the DS1 would pay 

6 .ore contribute .ore to co .. on costa than aay a 

7 cuata.er •ubacribing to a DSJ? 

8 A .. 11, let .. put it this way -- and the anawer 

9 i• ye•, but let .. put it this way: A cuatoaer buying 

10 your UltraWATS .. rvice ia going to contribute aore to 

11 Sprint than a cuato .. r I aean, will contribute leas 

12 to Sprint than a cuato .. r buying your aesaage toll 

13 ..rvice. Your ..... ge toll rate, average rate, aay be 

14 20, 22 cent•. Your UltraWATS, depending on whether it 

15 i• dedicated or totally dedicated or switched-end 

16 dedicated, let•e aay that's around 10 cents. so the 

17 contribution that you get fro• that service ia likely to 

18 be bigber on your ... aage toll service than it is on 

19 your UltraWATS aervice. 

20 So tbe .... principle applies here, that if a 

21 cuatoaer a• a larger voluae customer can justify a DSJ 

22 and in a 9ivan area on a voice grade basis, then perhaps 

23 tbe contribution tbat he's going to pay is less, but 

24 he'• guarant .. ing .. aore. Likewise, on a DSl, the 

25 contribution .. y be greater, but he's not guaranteeing 
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1 .. •• .uch a• a 083 cuato .. r ia. That's the aarket • 

2 Q .. 11, Mr. Hendrix, it sounds like you're 

3 providing di800Unt• ba.ad on voluae and l arger cuatoaers 

4 ara rewarded by paying leaa baaed on the aaount of 

5 voluae tbat they are purchasing. 

6 A .. 11, I don't agree totally with what you're 

7 saying. Tbe cuata.er on a per-ainute-of-uae basis, if 

8 be'• 90t adequate traffic to justify a DSJ, if you were 

9 to convert tbat a ainute-of-uae basis, perhaps his 

10 •lnuta-of-u.e cbarga i• aaaller than the tande• switched 

11 cuatoaer or tbe 081 custoaer. But that ia not given to 

12 only certain •i•e cuata.era. 

13 If I aa a aaall carrier and I have adequate 

14 traffic froa one 9iven cuatoaer that would aean that I 

15 could 90 out and purchaae a DSl or a DSJ service, then 

16 tbat'a fine, I aay put in a dedicated service. In that 

17 .... araa, AT6T aay be the largest carrier in that area 

18 but they don't have that custo•er so they aay use tandem 

19 .witch. 

20 so it ia not baaed on the size of the carrier. 

21 It is ba•ed on tbe aarket that that customer is actually 

22 .. rvicing. 

23 The second point is this: In Georgia, when we 

24 want tbrou9h tbeae saae hearings, we send out 495 

25 lattara to carrier• asking the• to provide ua the 
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1 t.pact. ..11, .a.e of thea did; soae of thea didn't. 

2 But out of 495, we qot 10 back. Half of those cuatcmera 

3 Av increa-, vberein half probably saw decreaaea. And 

4 aa.e of tbe onea ... inq deer••••• vera very saall 

5 carrier• and that vaa because of the aarket that they • ve 

6 actually tar9eted. It baa nothing to do with the aize 

7 of the carrier. 

8 Tbe otber thing that was aentioned, does thia 

9 ..an that certain carrier ratea will go up in rural 

10 areaa? Tbe anaver ia no. AT,T, aa I aentioned, ia the 

11 lU'9eat tand- avitched cuatoaer probably. If anythincJ, 

12 in tboae rural area• -- and they've testified to this --

13 tboae rural cuata.era are probably going to see benefits 

14 because tboae carrier• in those rural areas are going to 

15 have to qet on vitb aora aarkating to those cuatoaers in 

16 that area, ao the quality of aervice or the option• for 

17 thoae cuato.era are not going to go down. So it ia not 

18 baaed on cuata.er aize; it ia based on the aarket that 

19 that cuata.er ia -rving. 

20 Q You aay it'a not baaed on custoaer size. ANd 

21 you used AT''l' aa an exaaple. And you said AT'T can 

22 purchase a 083 or they can usa a tandea switch, but 

23 would a aaaller IXC have that option? If they don't 

24 have a auffioient voluae of traffic, they don't have the 

25 option of purcbaainq a DSJ or, like you said earlier, it 
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1 vouldn'c be a good business decision to do thac, would 

2 ic? 

3 A Well, I tbink you aay have aiaatated aoae of 

4 vbac I aaid. But let •• go back to what I aaid. 

5 It i• baaed on whether a cuato .. r can purchaae 

6 a dedicated .. rvice or whether he'• going to uae tandea 

7 avitcbed that•• baaed on the custoaera and the aarket 

8 that tbac cuato .. r ia aervicing. It ia not baaed on 

9 aiae. 

10 

And that•• it. That is the point. 

The cuatoaer size aay not have anything to do 

11 with it. Juat like in Georgia, you know, the one 

12 cuata.er that I have cited is, you know, a very aaall 

13 cuata.ar. They aaw a decrease . They sent ae a copy of 

14 their auaaary bill; they saw a decrease and it'• because 

15 of the aarket. They have a given custoaer that they are 

16 .. rvicing. It baa nothing to do with of the cuatoaer•s 

17 aize. 

18 I happen to know -- I don•t know if I should 

19 aay thia --but I happen to know that if you look at. the 

20 percent of the type of services that are ordered by 

21 carriera, people aeea to think that AT'T haa got all of 

22 tbeae DS3a. Well, I can tell you that•• not the ca•e· 

23 You'd be aurpriaed who has got the OSl servicea. 

24 Q Thank you, Mr. Hendrix. You•ve stated that 

25 your priaary rationale for pricing your service• the way 
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tbat you have i• baaed on the aarketplace. 

A Baaed on tbe ~~arketplace, and our initial •tep 

3 i• to airror the inter•tate rates. And the rea•on we 

4 airrored it, •• I -ntion in ay su..ary, wa• becau•• our 

5 cua~•r• that had a•ked, you eliainate •o .. of the 

6 probl ... with the PIU, as we call it, percent inter•tate 

7 uaage; you eliainate eoae of the probleas with cu•toaers 

8 trying to verify their billa. And so there are •o .. 

9 benefits, but the airroring of the interstate rate• is 

10 our firet etep in re•ponding to what the market 

11 pr•••ur•• are. 

12 Q And you al•o •tated that the contribution 

13 dependa on the ••rvice• purchased, that there'• 1••• 

14 contribution in the DS3 than the other services 

15 

16 

A 

Q 

I •aid on a --

And all of that i• in response to coapetition? 

17 A I'a •orry. I aiaaed the last part of your 

18 que•tion becau•• I wa• being rude, I cut aero•• you. 

19 Q I'a •orry, that your services were priced 

20 baaed on the aarketplace. 

21 A That'• correct. 

22 Q Let ae ju•t eua up by asking you that in the 

23 instance -- well, •hould the PSC approve coapetition in 

24 the •witched ace••• aarket; and to the extent that any 

25 leqi•lative change• are necessary, would you go back and 
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1 revi•it your price• for DS1 •ervicea and tandea 

2 .witching? 

3 A Ob, yeah. I'• going to tell you, I'• going to 

4 do vbat'• in tbe be•t interests of ay custoaera and 

5 vbat'• in tbe be•t intere•t• of Bell. And the other 

6 tbinv tbat ve filed, ve filed a zone price plan here; 
·' 

7 and let'• face it, aone pricing have -- the plan that we 

8 filed, which i• the .... plan that va• tiled at the 

9 federal level, you bave thr .. different zones, Zones 1, 

10 2 and 3, and it'• ba.ad on density. 

11 Wba.t doe• tbat say? That says that at soae 

12 point if zone pricing i• approved I will go in and have 

13 different rata. in tho•• zone•. And those rates will be 

14 ba.ad on vbat tbe pr .. •ur•• are and what I need to do in 

15 pricing tbat .ervice to .. et the aarket. so I will aake 

16 cbaftCJ ... 

17 Q DependiftCJ on the aarketplace? 

18 A That • • correct. 

19 MS. BRYANT: Thank you. I have nothing further. 

20 CIIAIIUIAN DEASON: Mr. Tye. 

21 MR. TYB: Ju•t a few, Mr. Chairman. 

22 CROSS EXAMINATION 

23 BY MR. TYB: 

24 Q Mr. Hendrix, looking at Exhibit 27, have you 

25 •till got a copy of that over there? That's the letter 
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to Bill Weat fro• BellSouth. 

A Y .. , I do. 

Q Okay. Would you take a look f irat at the 

para9rapb that starts •End in Mind• and the first bullet 

point thereunder, which ia, "To •ove towards switched 

accaaa price levels conaiatent with AT'T'• 

expectation.. • 

Is it your understanding that AT'T'• 

expectations are that switched access price levels will 

approach incr ... ntal coat? 

A Y .. , I aa aware of that. 

Q Okay. And that•• around a penny a ainute in 

Florida, is it not, intrastate? 

A I've aeen that nuaber floating around in 

varioua atatea. I don't think I can reveal fro• the 

atand here without ay Counsel tell i ng me I can do so 

what tho•• coata are . 

Q Okay. It was ay understandi ng, I think 

19 southern Bell gave us that in the rate case and it was 

20 not a proprietary nuaber. I don't think we asked for 

21 the specific nwaber, but I believe that it was around a 

22 penny a ainute, but if -- do you all have an objection 

23 to that, llary Jo? 

24 MS. PEED: I'• sorry, I didn't participate in 

25 the rate ca... I don't know if we gave that or not. If 
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va didn't try to protect it in the rate caae it'• not a 

proprietary nuaber. I have to leave that to you. 

Q (By Mr. Tye) That's not an unrealiatic 

nuaber, ia it, in your opinion? 

A Neither ia a nickel. 

Q The point ia if in fact acceaa lavela, 

soutbarn Ball'• ace••• levels, are eventually reduced to 

that laval, all the IXCa are going to share the benefits 

of tboaa reduction•; i• that correct? 

A Yea. Let ae add aoaething to •Y yes answer. 

The probl .. with going with rates that are 

different -- other than the probleas that vera .. ntioned 

earlier -- that are different froa the rate• that 

SOUtham Ball filed, a• AT'T has just asked, their 9oal 

is to gat down to coat. 

Well, one other party in this docket haa 

argued that ., tranaport rates be cost-based. And in 

looking at tho•• rates, the rates proposed by that 

party, it'• lover, but there's a catch to that. You 

take the .oney, you put it in the RIC. 

Well, General atated that there's no coat in 

the RIC. I do not agree. I believe there are aoae 

coat• in the RIC. But with the pressure that would be 

placed on the RIC both at the federal level and, aa AT'T 

•tated here, their 90al ia to get it down to coat, then 
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1 you can't aiaply say, •Let's go to this structure, •Y 

2 ratea or lower and you're better off and ve•re ~~inq to 

3 taka all of that aoney and throw it over here in the 

4 axe.• Because then ve•ve got another battle to face, 

5 anotber battle to fight. 

6 So if you go with the other rates, you have 

7 your cake and then you have your ice creaa here. 

8 Wbarain, you get lover rates here and we're going to 

9 k .. p pounding on you, Bell, to get your RIC down. And 

10 not only that, we're going to tell you how you need to 

11 set your rates and the contribution that you have in 

12 each rata laval cannot be but such. 

13 SO your goal is to get down to cost. I 

14 understand that. We are a long way froa cost. We still 

15 have other rates that will be reduced in this state on 

16 10-1-95 and 10-1-96; but it just points out the problea 

17 in going with other rates other than the rates filed by 

18 Ball here, because it's not as siaple as putting it in 

19 the RIC and you're better off. 

20 And I don't think you want to coae up six 

21 .onths froa now and have another docket, when you go in 

22 and you talk about, •But what should we do about access 

23 charges?• I'a sorry, Mr. Tye, I gave you a clock. 

24 Q That's okay. Given that answer I think it's 

25 safe to say that AT'T and Southern Bell didn't 
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neceaaarily ae)r .. on all of the points in thia letter; 

ia that correct? 

A I think that'• very aafe to aay . 

Q Okay. Now, Mr. Hendrix, were you here 

y .. terclay vben I vaa aaking so .. queationa of Mr. Lee, 

CTB'• vitneaa, regarding the use of a reconfigured aa 

oppoaed to a hiatorical network? 

A Y .. , I va• here. 

Q Now, it'• ay understanding that Southern Bell 

baa baaed ita rat•• in this proceeding on a hiatorical 

network; i• that correct? 

A Y .. , ve did. 

Q And that•• conaiatent with the approach 

adopted by the PCC; ia that correct? 

A That ia correct. 

Q Okay. Nov, with respect to your stateaent 

about acceaa iaputation requireaents -- and I think that 

began on Pa9• 24 of your testiaony. Would it be aafe to 

aay that SOuthern Bell baa never been a proponent of 

ace••• iaputation requireaents? 

A I think that'• very well put, yea, I'd agree . 

Q Nov, the acceaa charges, the portion of access 

char9•• ve•re dealin9 with here in this docket today 

coapri••• about 15t of the total package; ia that 

correct? 
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If you include the interconnection and all of 

2 tbat, focuaing atrictly on transport, exactly right. 

3 Q Yea. Okay. And that' • the only part that 

4 will abange aa a reault of thia proceeding; ia that 

5 correct? 

6 

7 

A 

Q 

That'• correct. 

Okay. And what you're doing there ia you're 

8 not elt.lnating that portion of access chargea, you're 

9 just kind of atirrlng it around and coaing up with a new 

10 way to recover it; ia that correct? 

11 A Well, what you're saying is right; but in 

12 tying tbat to the iaputation of accesa, I think you have 

13 to look at the broader picture. And the broader picture 

14 in tbla docket ia there are other issues that you're 

15 talking about here other than transport. 

16 We're talking a aajor step in allowing other 

17 cuata.era and other vendors to coae in and to provide 

18 aa.e of the aaae type aervices. so the aarketplace will 

19 change; and given the change in the aarketplace and the 

20 nature of the aarketplace, iaputation is not needed. 

21 Q Are you aaying, Mr. Hendrix, that your 

22 coapetitora are likely to provide -- strike that . Let's 

23 look at what ·we are talking about here. 

24 Aa I underatand it, in expanded 

25 interconnection, we're talking about perhapa your 
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1 c011petitor be:ing able to provide the facility between 

2 the end office and the IXC's POP; is that correct? 

3 A Tbat'• one of thea. 

4 Q .. •re not talking about your coapetitor beinq 

5 able to provide in this case, being able to provide 

6 the local loop out to the end user's preaiae, are we? 

7 A Okay. Ho, we're not talking about but you 

8 left out the other part. 

9 Q I underatand that and we'll get to that in a 

10 ainute. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

Okay. 

Hov, the local loop, the local loop ia 

aa.etbing that you receive coapensation for on the basis 

of a carrier ca.aon line charge; is that correct? 

A That's correct. 

Q And anyone that wants to use your local loop 

ia going to have to pay that carrier co .. on line charge; 

ia that correct? 

A That•• correct. 

Q And tbat•a not going to be changed to go away 

•• a reault of thia proceeding; is that correct? 

A That'• correct. 

Q Okay. How, then you've got your local 

switching cha.rgea. And •e' re not talking here today 

about your co.petitora being able to provide that local 
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2 A That's not what we're talking about now. 

3 Q And so anybody that wants to provide 

4 intarexcbange service to your end users out there in 

5 your service territory is going to have to pay that 

6 local .witching charge also; is that correct? 

7 A Tbat'• correct. 
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8 Q And ve•re not talking about that going away as 

9 a result of this proceeding; is that correct? 

10 A Rot as a result of this. 

11 MR. TYE: Okay, thank you, sir. I have no 

12 further qu .. tiona. 

13 A But the second part that was •issing, you said 

14 you vere 90ift9 to get to that. 

15 Q (By Mr. Tye) Okay. What did I 

16 A Would you like for •e to get to it? 

17 Q Well, it•• inevitable. Go ahead and get to 

18 it, Mr. Hendrix. (Laughter.) 

19 A The second part that is missing is this part 

20 here that is the interoffice piece. We talk about local 

21 channel and ao .. one situating themselves here, which 

22 ..ana that ve would lose this piece. But what happens 

23 if they ca.. and sit here? You lose the interoffice 

24 piece. SO that vas the piece that was aissing. So it•s 

25 not that s .. ll piece, you know, local channel or 
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2 tbia interoffice piece. 

3 Q Okay. But anyone who would want to uae an 
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4 AAV, for inatance, would have to pay the AAV for that 

5 piece in addition to paying Southern Bell for the local 

6 awitcbing and the carrier co .. on line. Wouldn't you 

7 agr- with that? 

8 A Yeah. But Southern Bell has lost that 

9 revenue, that tranaport interoffice piece as well the 

10 local channel piece, depending on where the carrier 

11 choo .. a to aituate hiaaelf. 

12 Q Yea, air, I understand that. But an 

13 interexchange carrier would still have to pay so .. body 

14 for that piece in addition to paying southern Bell for 

15 the local awitching piece and the carrier co .. on line; 

16 ian•t that correct? 

17 A Yea. But if you look at the rate that I 

18 quoted earlier and you look at Sprint's witness that 

19 .. ntioned they're purchasing DS3s fro• an AAV, and 

20 Mr.·Metcalf aentioned yesterday-- let ae see, I have 

21 his exact words that an AAV will never price higher 

22 than the LBCa. So tariffs are not required now. And I 

23 parapbraae that part. 

24 So you're talking about the carriers being 

25 able to go to aoaeona else to purchase a service at a 
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1 rate tbat'• lover than what Bell would be able to offer 

2 tbat rate, and that would hold true especially if we go 

3 vitb aa.e other option that's being offeTad up in this 

4 docket. But we stand to lose the interoffice aa well as 

5 tbe local channel piece. 

6 Q Okay. But let's talk for a ainute, we're 

7 talking about ace••• iaputation at this tiae. Would it 

8 be aafe to .. y that all of those pieces, the rates that 

9 you charge for those pieces today are in excess of their 

10 incr ... ntal co•t? 

11 A Ob, yeah. 

12 Q And, in fact, the rates that an IXC would have 

13 to pay to you or to aoaebody else for those services 

14 would be out-of-pocket costs to the IXC; would you agree 

15 with that? 

16 A I would agree that no one is going to go in 

17 and 9ive a carrier transport for free, so they would 

18 have to incur •oae cost. But the point is, what is that 

19 level of coats that we're talking about? And as vaa 

20 te•tified to yesterday, those costs are obviously lover 

21 tban vbat the LICs' coats are. LECs' rates. 

22 Q I'a aorry, I didn't aean to interrupt you, 

23 Mr.'Hendrix. How auch is your carrier common line 

24 charge in Florida today? 

25 A I u•ed to be able to co .. it that stuff to 
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1 ..-ory. I'• getting old. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

I'• wanting to say the terminating is .0260. 

I've got it here if you'll bear with me. (Pause) 

The originating I believe is .260 and 

terainating is .02927. 

Q Okay. The originating is 2.6 cents a ainute, 

is that the correct way to state that? 

A That's correct. 

Q And the terminating is how much? 

A 2.9 cents. 

Q All riqht. 2.9 cents. so then on both ends 

of that call, we're talking about almos~.6 cents a 

13 carrier coaaon line only; is that correct? 5.5 cents? 

14 

15 

A If you're using two ends. 

MR. TYE: Okay. Thank you, sir. I have no 

16 further questions, Mr. Chairman. 

17 CHAIRMAN DEASON: Mr. Wiggins, how extensive is 

18 your questioning? 

19 MR. WIGGINS: Well, I actually have just a few 

20 questions which are susceptible to short answers. 

21 (Laughter) Although Mr. Hendrix may feel the need to be 

22 coaplete in his explanation. so I would think not very 

23 long at all. I think it would be worth giving it a shot. 

24 CHAIRMAN DEASON: Go right ahead. 

25 
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1 CROSS EXAMINATION 

2 BY IIR. WIGGINS: 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Good 110rning, I think. No, good afternoon. 

Pat Wiggins for Interaedia. 

I vas actually a little confused by an answer 

you gave to Ms. Bryant and I wanted to clarify what it 

i• you're doing as opposed to why . 

I understood you in answer to one of 

MS.'Bryant•s question to say that you were not qoinq to 

discri•inate aiiOnc'J custo•ers; that if someone came for a DSl, 

they were 9oing to 9et the same price as another person cominq 

for a DSl. It didn't .. tter whether it was AT'T or LDDS, it 

would be tbe .... rate; si•ilarly for DSJs. 

Does that fairly characterize your testimony? 

A That's correct. 

Q But isn't it also true that it depends on what 

the .. rket ia saying? That in some circumstanceR if the 

.. rket ia saying to southern Bell, "Oh, no, we need to 

cut a special deal for this DSl for LDDS, otherwise we 

lose ita traffic,• then that person may, in fact, get a 

lover rate than another person subscribing to OS --

A Not offering that --

Q Sir? 

A I'• not offering that. I'm a little confused 

aa to the question. 
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Q Under your aarket pricing approach, isn't it 

tba intent to 9ive aa.e custo•ers different prices for 

D81a than other cuato .. rs? 

A ~ .witched access D51s, I have not offered 

tbe CSA authority for DS1s in this docket, so I will 

have to tariff the ratea. I would believe all custo.ers 

would pay the .-. 

Q Ob, excellent. 

Let .. revisit just for a mo•ent to be clear 

about the local transport segment . 

If I understand your answers to Mr . Tye 

correctly, if Inter.edia is able to physically or 

virtually collocate with one of your end offices and 

tbey'r• able to carry the transport of the switched 

access traffic to an IXC's point of presence, that would 

replace the interoffice channel seqment of your switched 

access product; is that correct? 

A Aa vall as the local channel in that case. 

Q Okay. The local channel? 

A Local and interoffice. 

Q 

A 

Q 

The local and interoffice. 

That's correct. 

Okay. Let's take a look at the local channel 

24 aegaent for a aa.ent. That is -- excuse •e. That is 

25 this ri9ht here? (Indicating) 
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1 A Tbat'a correct. 

2 Q Okay. Do you know whether Inter.edia will 

3 bave to pay a functionally equivalent char9e to your 

4 ca.pany in ita interconnection arraft9e .. nt? 

5 A Tbat ia the cross-connect char9e is what they 

6 would pay. Tbat'• been tariffed in the federal tariff 

7 and tbe rate la not the rate of a local channel. 

8 Q In ter.a of function, thou~b, it's the aa .. ? 

9 A The function is the saae. But it's not the 
, 

10 .... rate. 

11 Q Nov, aaauaing that the interoffice -- what did 

12 you call that exactly? 

13 A Interoffice channel. 

14 Q Hot the -- is that what you're callin9 what 

15 tbe collocator pays --

16 A Oh, no. That's the cross-connect eleaent that 

17 tbe collocator vould pay. 

18 Q Okay. The eleaent that the collocator pays, 

19 the croaa-connect ele .. nt, the one that allows the• to 

20 .ake tbe handshake to exchan9e the traffic, that 

21 however, ia, in fact, the functional equivalent of the 

22 local channel irrespective of how it's priced. Would 

23 you agree with that? 

24 A That is correct. 

25 Q Okay. Now, it's clear, isn't it, that 
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1 Inter.edia would like to be a coapetitor of southern 

2 Bell for tbe .witched access transport . Is that your 

3 underatanclift9? 

4 

5 

A 

Q 

Y-, it is. 

In fact, they would like to eat your lunch if 

6 given a chance, correct? 

7 A And I'll be careful what I pack for lunch. 

8 Q Good. I want to put a chart back up here. 

t If ve look at your bar qraph and look at the 

10 interoffice channel aeqaent, it is the yellow sliver, is 

11 it not? 

12 A That is correct. 

13 Q So that's the revenues that Interaedia wants 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

to feed off of, correct? 

A Not necessarily, 

aiaaed the local channel. 

no. You aissed a point. You 

It's the yellow and the purple. 

Q 

A 

Q 

The yellow and the purple? 

That's correct. 

This and this. (Indicating) 

A Tbat•a correct. 

Q But ve•ve already established that in order to 

feeding off of this they will be payinq you aoaethinq, a 

croaa-connect charge that's the functional equivalent of this 

payaent you would be receiving from the IXC, correct? 

A Not at the aaae rate level. That's correct. 
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1 MR. WIGGINS: No further questions. 

2 CHAIRMAN DEASON: I hate to break at this point 

3 bUt ve are going to break for lunch, Mr. Poucher . And I 

• juat recognized, Mr. Hendrix, we're going to -- when we 

5 reconvene we're going to take up, is it Mr. Saith? 

6 MS. WILSON: Mr. Chairaan, we'd have no problem 

7 if you'd like to finish with Mr. Hendrix before you put 

8 Mr. S.ith on the stand. Just so long as he can aake hia 

9 •:30 flight. My understanding is there is just a few 

10 parti .. that have questions for him and they may be 

11 liaited questions. 

12 CHAIRMAN DEASON: Okay. Well, given that, 

13 perhaps we vill reconvene with Mr. Hendrix. I think 

14 Mr.'Poucher has soae questions, Staff will have soae 

15 que•tion•, but I think we should be able to finish with 

16 Mr. Hendrix •hortly after we reconvene, hopefully. 

17 MS. WILSON: That's great. Thank you. 

18 CHAIRMAN DEASON: Okay. We will recess for 

19 lunch at thi• ti... We will reconvene at 1:30 p.a. 

20 

21 p.a.) 

22 

23 

24 

25 

5.) 

(Thereupon, lunch recess was taken at 12:15 

(Transcript continues in sequence in Volume 
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