
I ... ·T lie. 
150 ,_ lolooroe ..... 
-400 
T-. -12301 
(404) :13&-0710 

Mra. Blanal S. Bey6 

RECEIVED-FPSC 

C:5 SEP - 2 PH r,: 35 

At.< .. !.~ ~AND 
REFORnNG 

September 2 , 1998 

Director, DMIIon of Reootds and Repol1ing 
Florida Public Service Commlerlon 
2540 Shumard o.kBoulevard 
Tallahaaree. Fl32389-0850 

'-DI$11ioMII 

..... <:> 

.._ 86 ~ 
• ( -
~ <"~" ~ 

Re: -~f ~~ ; 
Dear Ms. Bay6: ~ ;::: 

~ ~ 
t;ncloeed Ia an ot1Qinal ana nneen aoplee of BeiiSouth 11 ~ 1 

• 

TeleoommunlcatloM, lnc.'1 Rebuttal Testlmony of Dr. Randall S. Bllllngaley, Dr. f; 
Robert M. Bowman, D. o.onno C.lctweft, G. David Cunningham, Dr. Kovln ~ R* ~ 

Duffy·Oeno, ~ Conlullq Group, Peter F. Martin and Dr. William E. ;§ N ::: 
I 0 

T1ylor, which we uk that you file In tho captioned matter. 1 t. e, t 
1 (;)1 I 

A copy of ltllt letter II endoled. Pleaae marlt It to Indicate that the 
original wa1 flied and return ltle copy to me Copies have been aerved t.o the 
partlellhown on tho i1tlac:hed C«llllcata of SeMoa. 

Sincerely, 

-J /1;1f;i fl«;w 
J . PhiUlp catver ~) 

f.; " 
dE: 
~l: ,.. -"' 
-<.> 

0 
C> 

.... -·~ Q 

~ -' 
~ 

"" 

• ... 

'"' 06 ~ -N 1-n:: I <;) 
0.. 

~I 
w 
(;) .. 
\I) - ·-

f' •• ~,v..t\.t)..M.A. ~-~0 
0~['11 lit cJ rr ·OAT£ lrcic~.l.~ r ~st:M0 fi-' ·OAT 

0~£ 14 SEP -2:: ~~ SEP ·2= 
• L -~ ,. ·~(PilllltH 



, 

CERTlflCAT£ OF SERVICf 
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Thomet K. Bond 
MCI Metro Access Tranamisaion 
Servlcea, Inc. 
780 Johnaon Ferry Road 
Suite 700 
Atlanta, GA 30342 
Tel. fo!o. (404) 267-8315 
Fu. No. (404) 267-5992 

Robert II. Poet. Jr. 
ITS 
16001 s.w. Malt<et l=:treel 
Indiantown, FL 34956 
Tel. No. (581) 597-3113 
Fax. No. (661) 597-2115 

Char1M ~hwtnkel 
Sprint-Florida, Inc. 
1313 Blair Stone Road, 
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Tel. No. (850) 847-0244 
Fax. No. (850) ~8-(Jm 

Carolyn Marek 
VP •Regulator( Aff11lra 
S.E. Region 
Time W*mer Comm 
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David B. Erwin, Esquire ~ 
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Represents GTC, Frontier, 
ITS andTDS 

Floyd R. s.tf, Esquire 
Messer, Caparello & Self, P A 
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Tel. No. (850) 222-ono 
Fax. No. (850) 22+4359 
Represents V\'ol1dCom 

Patrick Wlgglna, &qui,. 
Donna L canzano, Esqul,. (+) 
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2145 Delta Blvd. 
Suite 200 
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Klmbetty Cuwell, &quire 
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201 North Franklin Street 
16th Floor 
Tampa, FloOda 33802 
Tel. No. (813) "83-2617 
Fax. No. (813) 20<J.a870 
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Jeffry J . Wahlen, &qui,. 
Ausley & McMullen 
227 South Calhoun Street 
Tallahassee. Florida 32301 
Tel. No. (850) " 25-6471 or 5487 
Fax. No. (850) 222-7560 
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Tom Mccabe 
-os Telecom 
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Pet.r IIi. Dunbar, &quire 
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Kelly Goodnight 
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Florida Cable Telecommunlcatfons 
Association, Inc. 
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Mark Eltmer 
GTC Inc. 
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Port St. Joe, Florida ~58 
Tel. No. (850) 229-7235 
Fax. No. (850) 229-8889 
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lntennedia Communications, Inc. 
3625 Queen Palm Drive 
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Fax. No. (813) 8~~923 
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Live Oak. Florida 32080 
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25-40 Shumard .)ak Blvd. 
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Suzanne F. Summer11n, &q. 
1311-B Paul Ruuell R* 
Suite 201 
Tanahasaee,FL 32301 
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B'BLLSOU'J'H TELECOMMUNICA TJONS. INC. 

REBI.JTTAL TESTIMONY OF PETER F. MARTIN 

BEFORE THB FLORIDA PUBLIC SERVICE COMMJSSJON 

DOCKET NO. 980696-TP 

SEPTEMBER2,1998 

I. (NTR.ODUCTION 

9 Q. PLEASE STATE YOUR NAME, ADDRESS AND POSmON WITH 

10 BELLSOUTH TEL&:O~ICATivNS, INC. (HP.REJNAFTER 

II REFBR.R£0 TO AS "BELLSOunr OR "THf \..."'MPANv-) 

12 

IJ A. My name is Peter F. Manio and I am employed iJy Bell South a.~ a Direc:tor in 

14 Regulatory. My businen addzess is 67S West Pc.ac.bt.rce St.rcet Atlant.a, Georgla 

IS 30375. 

16 

11 Q. ARE YOU 11fE SAME PrnR P. MARTIN WHO FILED DIRECT 

u TESTIMONY IN TIIS DOCKET7 

19 

20 A. Yes, I If-

21 

21 U. PU~EANDSUMMARY 

ll 

24 Q. WHAT IS nm PURPOSE OF YOUR TESTIMONY BEING FILED TODAY? 

U 9 6 I 7 SEP -2 ~ 
I ·r ~i ;:. ~ /iiFDHTIHG 



A. The purpose of my tcslimo.nyis to rebut cenaln 'HUeS raised i.n Jo!qlb Oill111's 

2 (Florida Competitive Carriers AJsoclation • "FCCA 'j and Richald Guepc's 

(AT&l) direct lc3timon.ics. 
' 

4 

5 Q. PLEASE COMMENT GENERALL VON TilE DIRECT TESTIMONY FILED 

6 ON AUGUST 3, 1998. 

7 

I A. Mr. Gillan aod Mr. Gucpct bavc.ldcl.m$ed matter~ ouulcle the scope of this 

9 prooeedlna. BoUSoldh prt:)Jeted ill direct case 'n rnpoDJC to !he issues as ordered 

10 on July 24, 1998 u did most Qflbe other parties. However, " T&T and the FCCA 

II lulve taken this 11ppo"unlcy to addres3 issueJ lhal will ll«'Msorily be coiUidered in 

12 future proecedlngs by thls C9mm1sslon or the Legisklure. The Issues list for this 

I} proecedina was very ISpeClifk Sioc:e the nature of the ISSIICS n1iJCd by AT &:T and 

14 FCCA bean dirc:clly on the e:stabllslunenl of a sufficieot and elCJ!IIcit stm 

15 universal service fimd, BdiSouth must ~Upond IUld I 4ID compelled to address 

16 thelc i.ssue• herein. Or. William Taylor, of N'llioMI ~nomic Reseazch 

17 AssociJUcS, lDc, also I'Cbu11 the testimony of Messrs. Guepe and Gillan. 

II 

19 The Col:lliD.iAionnced not addJUS these parties' comments or BoiiSouth's replies 

20 on tMse outside maltett it lhiJ tln:le, but the Commiulon should hold ~ 

21 matter~ for the appropriate proeeediJla that will follow. 

22 

:zJ o. MR. GILLAN, AT J'AGB 2 OP WS DIRBCT TESTIMONY. STATES TiiA T 

24 11iE PRINCIPAL MOTIVATOR OP UNIVERSAL SERVICE IS PROFIT 

2j lNCENTTVBS. DO VOU AOIU!E? 

2 
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A. Cerlainly DO(. The principal rrotivator or universal service is the public policy 

2 goal of providing local telephone service to all conswners at an "affordable" rate. 

) Over the past few decades, state commissions have adopted local service rateS to 

4 coii5UIIlcrs thAt are bc:low the costs to provide such service and have further 

s ~ukcd the local exdbanse companies to provide service to all consumers in their 

6 service nrcu. ThiJ policy ba.s resulted In a 94 percent pene1ratlon lev~l 

7 Mti~ for ~kpboo¢ K!'Vi~ S~ a p9licy W!1S sustainable in a monopoly 

a environment, but it will not work In a competitive environment when new entrants 

9 can ebeny piek the most prolitablr cUJtomen-those cUJtomers thAt have 

tO tradiliooally p.rovlded support for basic local cxchanae service. 

II 

12 A fair and SUJI&inable way to fund univerul 5en'ice in a competitive environment 

13 m\111 be established, one which does not fall only on the lncumbtnt local 

14 exchanae eomp~~~~y. Since unlvcnal service refonn ls revenue neutral to local 

15 exchange compenie. upon implementation, there is no profit incentive to create a 

16 universal service fund u Mr. Olllan ellegCJ 

17 

II In lddilion, in il c:o:mporlitive environment, alltcJecC>mmunicruions service 

19 providers lhould pay their fair share to support the funding of universal service. 

20 lfimpUcitsubtldies remalll in one provider's rates but an: not found in IVlOther's 

21 rates, It is hardly competitively neutral. 

22 

23 Q. MR. OILLAN ALSO :SUOOESTS IN HIS DIRECT TESTIMONY ntAT TilE 

24 COSTS OF THB FAMJL Y OF RESIDENTIAL SERVICES SHOULD BE 

l 
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A. 

COMPARED TOniE REVENUES PROVIDED BY THESE SERVICES TO 

DE'f"ERMJNE niE NEED FOR A SUBSIDY (PAGE 3). DO YOU AGREE? 

No. This misp.leccd 51l&&cstioo would only conlinue the implicit subsidies 

c:uaenUy in vettk:al services, loll, and other services in direct OOJliB~ntioo 10 the 

intent oftbe 1996 Tdooommunications Act ("ACI"} wbidl dim:IJ that Implicit 

subsidies be rcplaoed by explicit subsitlles. If implicit subsidies remain in an 

incumbent local exchange oompany'a rates, competitive neuu.lity eanno1 be 

achieved. <;IIJIPO(t for consumcts in blah cost areu must be available 10 all 

elia;lble telecwnmunieetloas compllllea. both W&e c..d IIDJ.II, Cn..m a wtlvmal 

service fund. Thia La only possible wilb a f1111J bucd upon explicit suppon from 

all td~uoicallons carriers. Ncilhet cornpetiti~ neutrality nor portability can 

be IChlcvod IS lona IS implicit aubsidks remain in an incumbent local exchange 

carrier' a (ILEC) nJies. 

Also, Mr. Gillan'• suaaeJled ana.l~is V.'Ould not consider the Stgnificant number 

ofBeiiSouth's I"JJtomen who do not purchase any discretioi!Ar)' services, and 

therefore do not provide any coollibution to univenal service. 1~. in liS News 

Release of Auaust 14, 1998, AT&:T indicated that it was institutina a $3 minimum 

O'IOOthly cbarae. Auord.lna 10 AT &:T, in any month. IS perm1t of liS new 

CUI10men apec.d lea than $3 per month II ia bypoc:riticaiiO suaaes~ that 

incumbent local exc.banac compealeJ should 001 be able 10 recover the cost of 

providlna basic acrvlce to ill below COJI c:UIIOmera wben carriers like AT&: T are 

now lmposlna minimum c:fwaes on their cuSIOmefS in 11n elTon to dther recover 

lhcir COlli or 10 drive tbeir low nevcnue customers away. 



Q. IS MR. OILLAN'S RECOMMENDATION TliA T rnE COMMISSION 

2 ADOPT A COST STUDY WHlCH INCLUDES A "'FAMILY OF SERVICES" 

) A REASONABLE INTERPRETATION OF FLORIDA STATUTE 364.025 

• (PA0E3)? 

$ 

6 A. No. Florida SlalllleS 364.25 specifically stale$: 

7 "Bt.sk locallclcc:ommllllic:&lioos ~· means voice-pade. OaHwtc 

I residcnllal, and Oat-me single-line business local exehanae servicea 

9 wb.lcll provide dial10oe, localus:~~e necessl"y 10 place wlllmhed caiiJ 

10 within a local cxdwlae area, dual tone multi-f. .-quency dial ina. and 

II ~CCC~~ to lht followiQa: tmeficncy serviceasuch as "911." all locally 

12 available lnterexclwlac companies, dire.':IOI)I assiSlallc:c. operator 

I) services, relay KrVicea, and an lllph.abc:tical diroc:tory Hslifla. For a 

14 local cxeiiAil'C telecommunications company, such tc:nn •hAll include 

" any extended area service routes, 4lld extended callina service in 

16 existenc:e or nollaed by the coaumssion on or before July I, 1995 " 

17 

II The Florida Statute It Jpcci!lc and doeJ DOl lllCiudc optional calling, ~KleeS~ 

19 Jervioc and vcrtlcal ~-

'0 

21 Q. DOES 11iE HAl MODEL INCLUDE '1lfE FULL COST OF THE LOOP AND 

2l SWITCH TO PROVIDE ALL SERVICES TliAT CAN BE FURNISHED TO 

2J CONSUMERS" AS SUOOESTED BY MR. OUEPE AT PAGE 7? 

24 



A. No. The HAl model only includes the cost for IUJlPOr1ed scrvice1. On pAge I of 

2 tht HAl Model Rtlasc S.O. Model Description anaehed to Mr. Don Wooer a 

) direet testimony, it states: '"'The HAl Model usea the ddlnition of basic local 

4 tolopbone setvlce adopted by tht Pcduai·SIAte Joint Boatd on Universal Service 

' ("Joint BOilll") for unlvenal JetYic:c funding purposes." Mr. Gucpe would have 

6 you think that Ill the costs for his residential family of services is included in their 

7 model wbarit b not. Por cumple, the HAl model does not include varit ole costs 

• IS50Ciatcd whb providing ~~CCC$$ ~ • 

9 

10 Q. MR. GILLAN FURTIIER SUGGESTS IN HIS DrRECf TESTIMONY (AT 

II PAGE 7) THA 1' JT IS NOT POSSIBLE TO COt-:UUCT A COST STUDY 

12 LlMITED TO wDIAL TONE" LOCAL SERVICE WITHOUT IMPLICA TINO 

u OTiiER SERVICES. DO YOU Al.REE? 

14 

IS A. No. The Benehmarlt Cc.st Proxy Model (BCPM), as well other cost pro~ty 

16 models, are desianed to estimate the eost of providing basic local service. Indeed. 

11 the criteria set out in the Fcdellll Communications Commission's (FCC) Univcrsul 

II Service OrdeT (uon. 2SO) doe• 1101 require the models to include or calculau: the 

19 coJt of other servi~:C~In tbc model. Delcnnination or the cost or other servil:es ~ 

20 not ncccuory to ealeulate tbe cost of basic local t.elecommunlcations service. The 

21 local l<"op is not a shared COlli as some would contend. Dr. Taylor~~ the 

22 concepl of lbared cost in hia testimony. 

2.l 

24 Q. DO YOU AORBB WITH MR. Oll.LAN'S 'reSlTMONY AT PAGE II TitAT 

lj THERE IS NO COMPETITION lN Tim STATE OF FLORJDA 1 

6 



A. No. Many cocnpethoi"J have entered lhe StaLe of Florida and provide 

l telccommunlQitlocu aerviccs. AJ of Auaust I, 1998. ovu two hundred alte~ve 

3 local exchanae eanim have been ~ificated and another thiny have applications 

~ pendina. 1bete cocnpetitoi"J arc waetina the very customers and services that 

~ contain Implicit subsidies tbataupport univenallefVice- business.~ and 

6 local toll The exposure of unh'ei'SII service subsidies 10 deiCrioralion by thl-..c 

1 competiiOrJ iJ sipifianL The loss of BciiSoulh 'a r.op I 0 percent of business 

• euslomei"J would rcpcaent more than 60 ~~of our business revenues. These 

9 cuncnt bwlnea revenues have allowed local I'IIA:S to remain very low in Florida. 

10 

II CotnpetJton hlw abo enl.crcd lbt resWc:oc:c III'IUL For example, Media One is 

ll ofTcrin& local mtidcntial ICfVicc In Jacboov.lle over its cable I'IC1WOf~. 1M 

IJ pricing IIIUCtUre of Media One hu typically boon such that it doc• not auroct 

14 customers wbo only buy bulc service. Media One seems scocnllly 10 141t1ct the 

·~ hiaher ~Wn~ue cust.omcn., ooce tpin lcavlna low.tnenue customcn to the 

16 iDcumbc:nt provi<Sef. 

11 

II Q. MR. OIL LAN SUGGESTS THAT BASIC LOCAL TELECOMMUNICATIONS 

19 SERVICE IS A LOSS LEADER TO OTI IER SERVICE OFFERJNOS SIMILAR 

20 TO OET11NO A FREE CELLULAR PI lONE WHEN SIGNING UP FOR 

2 1 CELLULAR SERVJCE.. 00 YOU CONCUR? 

22 

2) A. No. Hit eomplritoD owrloob 1 ~or difTercncc bcr......een cellular ICf'Vlc:c and 

24 bui<: telcpho110 service. 

2~ 

1 



A cellular telephone Is UKICSS wllhoutlhe IUVice provider. The cellular semce 

2 provider will 1101 Jiw you the free phone unless you commit to a conlrllet for 

3 some ipeclflcd period of time. Thua, the cellular provider is assured of getting a 

4 certain level of revenua. ln contrut, bulc localtclecommunlcetioru service is 

S fuoctlonal wlthoul~ny other senices ~uircd and many of ow customers do oot 

6 putchuc additiOIIIIICMccs. lkiiSoulh CIMOt rcqllire Ull1 customcn pu~ 

1 buic eemc:e In QOI!IbinMiog "'ilh olb« rervkes nor gm it require subKribcn 10 

1 execute eontrecu ~J.ch lock in customers for a period of time. Thua, unlike with 

9 !be c:ellulet pecJraacs, there Is a alanilicent likelihood lbat sore customers will be 

I 0 ll.'lpi'Ofitable. 

II 

12 Q. ARE 1liE REVENUES FROM TOLL, VEROCAL SERVICES AND ACCESS 

13 EVENLY DISTRIBUTED AMONO ALL Ct:S fOMERS, AND IF NOT. WHAT 

14 ARE 1liE IMPLICATIOSS ON UNIVERSAL SERVICE? 

I) 

16 A 

11 lkHSouth's resido:ntia.l customc:n in Florida take !!2 vertical services. When you 

11 include those rl:$idenlial ~mrn who subscribe to only one vc:rtic:elac:tvice the 

19 pc:rcent4ic lnma.sc:s 10 6S percent. Toll revenues ate even more skewed. Indeed, 

20 some 12" ofBciiSouth's re:sldentlal cUSiomcn make oo intralata toll calls during 

21 a month. Thus, 1 smallsub!et oflkiiSouth's residential customers Keounts for a 

22 1arte abate of dlscretiooary revenues. It iJ lhc:sc customers that compctuors will 

ll seclc out. Compctitcn will not ICCk to serve those customers with minimal 

24 dlsc:re1loiW)' ICtvice rcvenuca. Competitor• wlllle~vo theiC c:ustomen ro the 

2' incumbent LEC. Meulwb.lle, u the compctiton win over the more lucrative: 

• 
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3 

4 

5 

6 

1 

a 

9 

10 

II 

12 

13 

14 

I~ 

16 

17 

II 

19 

20 

21 

22 

23 

24 

Q. 

A. 

customers, the implicit subsidies available to suppon universal service: will 

"sbrinlc". Univmal service: in Florida will be jcopaTdizcd. 

WHAT SHOULD BE THE APPROPRIATE BENCHMARK FJR 

CALCULATION OF UNIVERSAL SERVICE SUl'PORT AS OPPOSED TO 

mE BENCHMARK PROPOSED BY MR. OUEPE AT PAGE 14 OF HJS 

TESTIMONY? 

Tho appropriate benchmarlc for Wllversal service is the maximum rate for the 

services which comprise Wllvmal service including the subscriber line charge and 

mandatory BAS ar.d woe c:haraes- The: inclusion of ·""'·toll 4lld venical 

service ~enue in the benc:lunazk would only r<.nbed tile implicit subsidies that 

arc to be made explici1. 

In a book entitled Letting Oo: Deregulating the Process of Deregulation. Or. 

Alfred ~<Nul ~es !be polnllhal *ilitiC11>ased compelition is doomed if the 

subsidles for below cost services arc insufficient. He ~tntcs as follows: 

Pd the [FCC) l';om.minion explicitly rccogniz.cs, 10 its ~it, the 

compedtlon that it is our national policy to encourage makes lhc 

overpricing of the llllbtldiz.ing services unsustainable. Moreover, the 

way in which the Tclcoommunications Act and the FCC's interpretation 

of it has pro<:et'ded to make those crou-subtidies unsustainable ensures 

that competitor. will not enter into the local markets on o fotllltiiS ba.IIJ 

unless the subsidic.t arc auffieient to make up the difference between the 

9 



2 

l 

~ 

suppressed rasa and the ioacment; I costS (or efficient prices) of 

provldiQa baste ui'VIc• itSelf. (AU!hor cmphasiud with Italics.) 

(Le!tinB Oo: I?ergul!til!a the Process of Deregulation. Alfred E. Kahn. 

MSU Public UtiUtks P.pen, 1998. page 128.) 

6 lnflatina the benchmark for unlversalsuvicc by lncludina additional revenues 

., other Chan those for buic localtelreommunll:atiOJU service will create an 

1 Insufficient explicit subsidy. Be.Jicks violalina the Act, Dr. KAhn nolt'• thllt an 

9 insuflkient e:xplieh lllblidy .. ;u bann f"Cilitics-bascd competition. 

10 

II Q. 

12 

ll 

14 

" A. 

16 

17 

II 

19 

20 

21 

2l 

1) 

2A 

25 

MR. OUEPE REPORTS lliAT TliE COST Of UNIVERSAL SERVICE FOR 

BELLSOUTli IS $610.6 MILLION WHJCH EQUATES TO ONLY S I S. ll PER 

RESIDENCE 1JNE PER MONni (PAGE 12). PLEASE COM~~BH. 

TheM numbcn do not pualhc common sense tnt. If it only cosu S I S. ll per 

residence lioe pa monlh ln florida thcr wb) isn't AT&T building out a nct"''Orl. 

ln Florida and pro\lidlJia residcntlaiSCJVice? By constructing 11 facilitics-ba.Kd 

oetwOrtc. AT & T could avoid peylng access clwgcs and provide the supponcd 

eerW-es. The rcva~oeslt would collect would eeriAicly exceed S I S. ll per line 

(especially ifvenical terViccs are Included, per AT&T's n:commendatlon) 

ltldeed, lhc HAl Model ahcr.\1 com of$ 11 .00 or less per month in some of the 

Mlllllli wire ocnlt1S. Yet, AT.tT It not providina residential buic service in any 

ofthele wire CCO!Crf. Lase year, AT&T stopped lu c:IToru to enter the residential 

marlcet a1\eT losing milliOJU of dollm. If AT&T baecl lu initial rouy decision on 

similarly unmalistlc:alJy low cost figures, it may very well uplain these loeses 

to 
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6 

Q. 

7 A . 

, 

IN DEFENSE OF HIS POSITION. MR. GILLAN SUGGESTS TI lA T TilE 

FLORJDA STATUTES ARE INCON:O:ISTENT AND AMBIGUOUS IN 

REGARD TO mE DEFINITION OF "BASIC LOCAL 

TELECOMMUNTCATIONSSERVICE"(PAGES 16AND 17). DO YOU 

CONCUR? 

No. The statute is clear and suec:.ineL The difficulty is Mr. Gillan's cv.istod 

incct'pi'Ct&tioo. Tho Florida Legialacurc lw (I) apeeificolly defined basic loc:al 

9 celeeommunlc:atlons lerVIee in Section 364.025 F. S., (2) requescod che 

co Commlsslou 10 report on chc c:ost ofwie local celeeommurucacioru s«VIee by 

11 Februaly IS, 1999,1Dd (3) will use chis lnfonnation "establish a pmnancnc 

12 wtivcnal service m~"Cbanism (Ol chc l'.ace. h ~~bard 10 imagine lhe instruc:tioru 

ll bcin& any more elw IDd wwnbiauous. 

14 

u Q. IS IT APPROPRATE AS MR. GILLAN (PAOE 20) AND MR~ OUEPE (PAGE 

16 I 0) ASSERT, TO USE THE SAME LEVEL OF AOOREOA TION FOR 

11 \fODELS WHICH DETERMINE UNE RATF.S AND UNIVERSAL SERVICE 

II COSTS? 

19 

20 A. 

21 

21 

No. Fint of all, the c:akuJatloo of unbundled Mtwori: elemencs rutes rs 

decennlnccl by eoslina 0111 chc oquipmcn~llld rrc:rviees neceswy to proVIde c:c:ruin 

oetwori: eJemcuu from an ILEC 10 an ALEC. These company spee1fic: 

ll c:alculadooa IW bucd oo coscs !hac have historically been averqod across the 

24 l.LEC'a Jtudy arc11 in order 10 smooch tile nues IICtoss all areas of the atoce. 

2$ Therefore, until rileS {especially business lites) are rebe.lancod ac che ac.ace level, ic 

II 



is not appropriate 10 d!Jiaarep!e COliS for wtbundled network elementa to an area 

2 smaUer than lhc study area. Bualness rates C4MOt be rebalanced wttil a sufficient 

J wti\'ersal service fund Is CSI&blisbcd. 

4 

s Second, the c:ost proxy model for unlverul service is prediutcd on lbc 

6 assumptions of an efficient provider c:onstlU(ting a ncrwork ualna "total forward· 

7 look.ina cost, baed upoo tbe DlOit rect.Jt ~i&lly .w~lable tc:chnolo&Y and 

R equipment and &cnCrally ~ed placement principles.~ The proxy models are 

9 designed to e&leublc costs based on wall ac:ographlc areas. The Legislature 

10 corrcc:tly instnlcted lho Commission 10 e&Jgulatc lhne costs on a wire ccnler 

11 bub. CalcuW.Ioas at this levd will bener tiiJiet llCCleiS&ry support and promote 

12 cfficieat competitive Clllly of ALEC$ seddng wtiversal service support by 

13 limiting lbc tuU they must :serve. 

14 

IS Q. 

16 

17 

II 

19 A. 

PLEASE COMMENT FURTHER ON WR GILLAN'S DISCUSSION OF mE 

GEOGRAPHIC BASIS OF CALCUlATIONS FOR tJNIVERSAL SERVICE 

ANDUNES. 

Mr. OiUan'squments Corc:onsmency are .elf-~ina and contradi~1ory. On 

20 one hmd, he ques thai UNEa lhould be deavcnged for all win: ccntcn (at paac 

21 21) yet 011 the otbtr, be ques thai wtiversal JeJVicc costs should be calculated on 

n a Ntewidc level (at ~ 22)- It would ar;-r tlw Mr. Gillan iJ only interested 

23 In a wire c:cn~ boslt of calculalioolf it concerns UNEI. Determining support for 

24 univenal serviC4I on a JWtwidc bub would result In an imWDcient fund. All 

25 Insufficient 1\uld wiJI dl•inccnl ALECs from ffVet competing for nun! and high 

12 



--
A. Absolutely Mt. ln lhl• tqJ.td. the FCC ll.lopted the principle of competitive 

2 neutrality to CI1SIII'l! lhal it v.'O\Ild show no prefem10e to any provider. Universal 

l suvice suppori Is fully portable-., any diejl>lc telecommunications c:omp11ny. II 

4 Is not a protected R~Yenue so~. AT.tT It attcmptin.a to shield universal suvice 

' support &om catrias In this ~ni since AT&T advocates that no univenal 

6 service support aboUid be provided. Under AT.tT's pl&n, no QOII!petltloo will 

7 evct develop lnnnl end hljh COS1 area alnce support will not be available to 

I new Cll1rlnts. 

9 

10 Q. PLEASE SUMMAIUZE YOUR TESTIMONY. 

II 

l2 A. Thb CommWloo &bould report 10 the Lcgislanr.c the ooSt of uni vcrsal service (or 

tl BeiiSOit~ u calculated by Lite BCPM 3.1 madd with BciiSouth inputs by wire 

t• ceoler. Jn addition. tbe lesUIIIOfiY of Rldwd G•~epe of A T-t•T and Joseph Gillan 

'' ofFCCA &bould be disallowed as I have outlin«<ln lhls rebuttal testimony. 

16 Simllarly, rebuttal testimony COliCiined b=!n that diSCIWCS Mr. Gucpe's and Mr. 

17 Gillan'• di.n:et te:t!mony u~llu Or. Taylor's rebutcal testimony should be set 

1 & aa.idc for a 1\ttun: proceeding on universal .ervice. 

19 

20 Q. DOES ll{)S CONCLUDE YOUR TESTIMONY? 

21 

22 A. Yes. 

2l 

~ 

2$ 
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