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\PPEARANCES : 

EARL EDENFIELD and JIM MEZA, c/o Nancy 

iims, 150 South Monroe St ree t ,  Su i te  400, 

'allahassee, F lo r i da  32301, appearing on behal f  o f  

je l  K o u t h  Telecommunications, I nc .  

JON C. MOYLE, JR, Moyle Law F i rm,  The 

'erk ins House, 118 North Gadsden Street ,  

Tal lahassee, F lo r i da  32301, and JIM SCHELTEMA, 

3ppearing on behal f  o f  Global NAPS, Inc .  

MARTIN P. McDONNELL and MARSHA RULE, 

i u t l  edge, Eceni a, Underwood, Purnel l  & Hoffman, P. 

I .  Box 511, 215 South Monroe St ree t ,  Sui te  420, 

Tal 1 ahassee, F lo r i da  32302-0551, appearing on behal f  

J f  Level 3 Communications, LLC, and US LEC o f  

-1orida, I nc . ,  AT&T Communications o f  the Southern 

States, Medi aOne, and A1 1 egi  ance Tel ecom o f  F1 o r ida ,  

Inc.  

SUSAN S. MASTERTON, P.  0. Box 2214, 

Tal 1 ahassee, F lo r i da  32316-2214, appearing on behal f 

o f  Sp r in t -F lo r i da ,  Incorporated, and Spr in t  

Communications L imi ted Partnership. 
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4PPEARANCES CONTINUED: 

KAREN CAMECHIS, Penni ngton, Cul pepper, 

qoore, Wilkinson, Dunbar & Dunlap, P.A., Post O f f i c e  

3ox 10095, Ta l  1 ahassee, F1 or ida,  32302-0551, 

appearing on behal f  o f  Time Warner Telecom o f  

-1orida, L.P. 

KIMBERLY CASWELL, P. 0. Box 100, FLTC0007, 

rampa, F lo r ida  33601-0110, appearing on behal f  o f  

clerizon F lo r ida ,  Inc.  

MICHAEL GROSS, 246 East S i x th  Avenue, Sui te  100, 

rallahassee, F lo r ida  32303, appearing on behal f  o f  F lor ida 

:able Telecommunications Association, Inc.  

3. JEFFRY WAHLEN, Ausley & McMullen, P.O. Box 391, 

Tal 1 ahassee, F1 or ida 32303, appearing on behal f o f  ALLTEL 

-1orida, Inc .  

MATTHEW FEIL, 390 North Orange Avenue, Sui te 2000, 

l r lando, F lo r ida  32801-1640, appearing on behal f  o f  F lor ida 

l i g i t a l  Network, Inc .  

FELICIA BANKS, LINDA DODSON, and BETH 

(EATING, F lo r ida  Publ ic Service Commission, D iv i s ion  

I f  Legal Services, 2540 Shumard Oak Boulevard, 

rallahassee, F lo r ida  32399-0870, appearing on behal f  

I f  the  Commission S t a f f .  
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P R O C E E D I N G S  

CHAIRMAN JABER: Good morning. L e t ' s  go ahead and 

convene the  hearing . 
S t a f f  counsel, do you have a no t i ce  t o  be read. 

MS. BANKS: Yes, Madam Chair.  Pursuant t o  no t i ce  

issued A p r i l  8 th ,  2002, t h i s  t ime and place have been set  f o r  a 

hearing i n  Docket Number 000075-TP f o r  Phase I I A ,  which i s  the  

i nves t i ga t i on  i n t o  appropriate methods t o  compensate c a r r i e r s  

f o r  exchange o f  t r a f f i c  subject t o  Section 251 o f  the 

Telecommunications Act o f  1996. 

CHAIRMAN JABER: Thank you. L e t ' s  take appearances. 

MR. EDENFIELD: For Be lSouth, K ip  Edenfield. 

MR. MEZA: Jim Meza on behal f  o f  BellSouth. 

MS. CASWELL: K i m  Caswell f o r  Verizon F lo r ida .  

MS. MASTERTON: Susan Masterton f o r  Spr in t .  

MR. WAHLEN: J e f f  Wahlen o f  the Ausley and McMullen 

l a w  firm f o r  ALLTEL F lo r ida ,  Inc.  

MR. GROSS: Michael Gross, FCTA. 

MR. McDONNELL: Marty McDonnell. I ' m  here w i t h  

Marsha Rule on behal f  o f  AT&T and i t s  a f f i l i a t e  TCG, as wel l  as 

US LEC and Level 3. 

MR. MOYLE: John Moyle, Jr. ,  w i t h  the Moyle, Flanigan 

l a w  firm. And w i t h  me today i s  Jim Scheltema, who i s  Global 

NAPS' regu la to ry  counsel , and we are here on behal f  o f  Global 

NAPS. 

FLORIDA PUBLIC SERVICE COMMISSION 
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MR. FEIL: M a t t  F e i l  f o r  F lo r i da  D i g i t a l  Network. 

MS. BANKS: And F e l i c i a  Banks, Beth Keating, and 

Linda Dodson on behal f o f  t he  Commi ssion. 

CHAIRMAN JABER: Thank you. 

Ms. Banks, are there pre l im inary  matters we should 

take up f i r s t ?  

MS. BANKS: Yes, Madam Chair,  there are a number o f  

pending pre l iminary matters. The f i r s t  i s  the  no t ice  o f  

subs t i t u t i on  o f  witness. On A p r i l  26, 2002, FDN f i l e d  a no t ice  

o f  subs t i t u t i on  o f  witness. I n  t h i s  no t ice  FDN s tates t h a t  

Sharon Warren w i l l  be adopting the  d i r e c t  and rebu t ta l  

testimony o f  FDN Witness John McCluskey. 

CHAIRMAN JABER: Okay. That not ice i s  acknowledged 

and a t  the appropriate t ime when we move the testimony i n t o  the 

record we w i l l  c l a r i f y  t h a t  i t  i s  being adopted. 

MS. BANKS: The next, Madam Chair, i s  no t i ce  o f  

withdrawal. On May 6th,  2002, M C I  WorldCom f i l e d  a no t i ce  o f  

withdrawal from Phase I I A  o f  t h i s  proceeding. I n  i t s  

withdrawal, M C I  WorldCom states t h a t  i t  i s  withdrawing from 

Phase I I A  and also withdrawing the  d i r e c t  and rebut ta l  

testimony o f  Witness G i  11 an. 

CHAIRMAN JABER: Is there anything more than 

acknowledging t h a t  t h a t  we need t o  do? 

MS. BANKS: I t h i n k  t h a t  i s  s u f f i c i e n t ,  Madam Chair. 

CHAIRMAN JABER: Let  the  record r e f l e c t  t h a t  we 

FLORIDA PUBLIC SERVICE COMMISSION 
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acknowledge the  no t ice  o f  withdrawal by M C I  WorldCom. 

MS. BANKS: The next t h i n g  i s  a s t i p u l a t i o n  agreement 

between pa r t i es  and s t a f f .  Par t ies  and s t a f f  have agreed t o  

s t i p u l a t e  t o  the  testimony o f  a l l  the witnesses w i t h  the  

exception o f  Witnesses Sh i ro ish i  and Trimble. 

pa r t i es  and s t a f f  have agreed t h a t  opening summaries o f  these 

witnesses w i l l  be waived as wel l  as opening statements. 

I n  addi t ion,  

CHAIRMAN JABER: Great. 

MR. McDONNELL: Madam Chairman, i f  I may. AT&T would 

also l i k e  t o  move i n  the  testimony o f  Joe Gi l lan .  

i t  has been formal ly  withdrawn as a p a r t y ' s  testimony i n  the 

docket; however, p r i o r  t o  i t  being withdrawn a l l  pa r t i es  

s t i pu la ted  t o  i t s  a d m i s s i b i l i t y  and i t  was going t o  be 

s t i pu la ted  i n  as read. M r .  G i l l a n ' s  testimony i s  generic i n  

nature, i t  i s  not  company-specific. And i t  i s  our pos i t i on  i t  

would ass i s t  the  Commission i n  rendering the  decisions t h a t  i t  

has t o  render i n  t h i s  matter, and i t  i s  re levant  and a l l  

pa r t i es  have s t i pu la ted  as you wel l  - -  we can s t i p u l a t e  i n  a 

l o t  o f  th ings,  no t  j u s t  necessar i ly  a p a r t y ' s  testimony, and I 

would ask t h a t  the  Commission hold t h a t  s t i p u l a t i o n  and 

introduce the testimony as read. 

I know t h a t  

CHAIRMAN JABER: Do you have a renewed s t i p u l a t i o n  by 

the pa r t i es  w i t h  respect t o  M r .  G i l l a n ' s  testimony? 

MR. McDONNELL: No, I do not. 

CHAIRMAN JABER: So there r e a l l y  i s n ' t  a s t i pu la t i on .  

FLORIDA PUBLIC SERVICE COMMISSION 
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Je haven't voted on the s t i p u l a t i o n .  

MR. McDONNELL: That i s  correct .  The par t ies  agreed 

to s t i p u l a t e  p r i o r  t o  i t  being withdrawn. 

CHAIRMAN JABER: The pa r t i es  are shaking t h e i r  heads. 

-e t  me g ive them an opportuni ty t o  react.  

M r .  Edenfield. 

MR. EDENFIELD: Well, my react ion t o  t h i s  i s  

3ellSouth would object  t o  t h a t .  Mr. G i l l a n  was sponsored by 

K I  and M C I  alone. M C I  has now withdrawn t h a t  testimony from 

t h i s  proceeding and i t  would be improper a t  t h i s  po in t  f o r  some 

Dther pa r t y  t o  t r y  and sponsor t h a t  testimony. So BellSouth 

dould ob ject  t o  any attempt t o  put Mr. G i l l a n ' s  testimony i n t o  

the record. 

CHAIRMAN JABER: Ms. Caswell . 
MS. CASWELL: I agree w i t h  Mr. Edenfield. 

CHAIRMAN JABER: Ms. Masterton. 

MS. MASTERTON: Spr in t  a lso agrees w i t h  Mr. 

Edenf i e l  d. 

MR. WAHLEN: ALLTEL also agrees. 

MR. GROSS: FCTA would have no object ion t o  inc lud ing 

Mr. G i l l a n ' s  testimony i n t o  the record. 

CHAIRMAN JABER: Mr. Moyle. 

MR. MOYLE: Just  by way o f  observation, we had an 

extensive meeting the other day t a l  k ing  about preparing t h i s  

case and the easiest manner i n  which we could present the case 

FLORIDA PUBLIC SERVICE COMMISSION 
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to  you. And i t  was my understanding t h a t  a t  the meeting o f  

counsel everyone agreed t h a t  the testimony o f  a l l  witnesses 

dould go i n  w i th  two exceptions. And I t h i n k  t h a t  i s  what i s  

being re fe r red  to ,  t h a t  counsel had a meeting, there was back 

and fo r th .  An agreement was reached by a l l  counsel present a t  

tha t  meeting, which included WorldCom, t h a t  t h i s  testimony 

dould go i n  w i th  two exceptions. And I t h i n k  t h a t  i s ,  you 

know, a t  l eas t  from a counsel I s  perspective t h a t  was an 

agreement t h a t  was reached by counsel. 

CHAIRMAN JABER: Mr. Fe i l  . 
MR. FEIL: Continuing the vote along pa r t y  l i nes ,  I 

dould say t h a t  FDN would not have an object ion t o  inc lud ing the 

t e s t  i mony . 
CHAIRMAN JABER: Okay. Mr. McDonnell , you don ' t  have 

at ion,  so I d o n ' t  t h i n k  there i s  anything more t o  a s t i p u  

discuss 

MR. McDONNELL: No, I ' m  not t r y i n g  t o  mislead you, 

Madam Chai rman. 

CHAIRMAN JABER: No, I appreciate tha t .  But f o r  the 

purposes o f  the record, I need t o  acknowledge t h a t  there no 

longer i s  a s t i p u l a t i o n .  

more t o  discuss i n  t h a t  regard. 

MR. McDONNELL: Okay. 

CHAIRMAN JABER: Ms. Banks. 

MS. BANKS: Just  continuing, Madam Chair. As a pa r t  

So I don ' t  t h i n k  there i s  anything 

FLORIDA PUBLIC SERVICE COMMISSION 
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i f  the  agreement between s t a f f  and p a r t i e s  f o r  t he  two 

l i tnesses Trimble and Sh i ro ish i  as ind ica ted  prev ious ly  t h a t  

the i r  opening summaries would be waived and t h a t  s t a f f  would 

:onduct the i n i t i a l  cross examination o f  these witnesses, and 

thereafter pa r t i es  would have an oppor tun i ty  t o  cross-examine 

these witnesses t o  the  extent o r  w i t h i n  the  scope o f  the  cross 

2xamination by s t a f f  as wel l  as any questions t h a t  the  

Zommissioners may ask. 

I want t o  note, also, t h a t  i t  appears t h a t  pa r t i es  

are s t i l l  discussing a possible s t i p u l a t i o n  on Issue 17. But 

as I understand it, no reso lu t ion  has been reached regarding 

tha t  pa r t i cu la r  possible s t i pu la t i on .  

CHAIRMAN JABER: Okay. Let ' s confirm tha t .  

Mr. Edenfield, Issue 17. 

MR. EDENFIELD: Madam Chair, my c l i e n t  was not 

in terested i n  s t i p u l a t i n g  tha t  issue. And I hate - -  we l l ,  I 

don ' t  know i f  I hate t o  say i t , but c e r t a i n l y  I th ink  BellSouth 

may have been the  s t i c k i n g  po in t  here, bu t  my c l i e n t  was no t  

in terested i n  a s t i pu la t i on .  And I ' m  no t  aware o f  any on-going 

discussions on t h a t  issue. 

CHAIRMAN JABER: Okay. Ms. Banks, there i s  no 

s t i pu la t i on  on Issue 17. 

MS. BANKS: Okay. The next and l a s t  pre l iminary i tem 

i s  the conf ident ia l  information. S t a f f  would note tha t  there 

a re  three pending requests f o r  con f ident ia l  c lass i f i ca t i on .  

FLORIDA PUBLIC SERVICE COMMISSION 
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The f i r s t  i s  Spr in t .  On A p r i l  16th, Sprint f i l e d  a request f o r  

con f ident ia l  c l a s s i f i c a t i o n  f o r  i t s  responses t o  s t a f f ' s  f i r s t  

request f o r  Production o f  Documents Number 1. S t a f f  had 

requested some supplemental informat ion regarding Sprint ' s 

con f ident ia l  request. S t a f f  t h i s  morning was i n  rece ip t  o f  

t h a t  supplemental information. 

Also, Verizon on Apr i l  18th f i l e d  a request f o r  

con f ident ia l  c l a s s i f i c a t i o n  f o r  i t s  responses t o  s t a f f ' s  

request f o r  - -  f i r s t  request f o r  Production o f  Document Numbers 

4, 5, 6, and 7, Document Number 04303-02. It i s  s t a f f ' s  

understanding t h a t  the requested supplemental informat ion 

regarding t h i s  p a r t i c u l a r  request w i l l  be f i l e d  w i t h  the  

C lerk 's  O f f i c e  by Monday, May 13th, and therea f te r  the 

necessary r u l i n g s  w i l l  be made and orders issued. The l a s t  

request, on May 7th,  BellSouth f i l e d  a request f o r  con f ident ia l  

c l a s s i f i c a t i o n  f o r  i t s  responses t o  s t a f f ' s  f i r s t  request f o r  

Production o f  Documents Numbers 1 and 4, Reference Document 

Number 04251 - 02. 

CHAIRMAN JABER: Okay. So f o r  purposes o f  the  record 

the  p a r t i e s  should be aware t h a t  a l l  o f  t h i s  informat ion w i l l  

be t rea ted  as conf ident ia l  f o r  purposes o f  today's hearing, and 

subsequent r u l i n g s  w i l l  be issued. Is t h a t  correct ,  Ms. Banks, 

r u l  i ngs w i  11 be i ssued post - hearing? 

MS. BANKS: That i s  correct ,  Madam Chair. 

CHAIRMAN JABER: Okay. Great. With tha t ,  can we get 

FLORIDA PUBLIC SERVICE COMMISSION 
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started on the testimony? 

MS. BANKS: Yes, Madam Chair. 

CHAIRMAN JABER: A l l  r i g h t .  L e t ' s  see. BellSouth, 

you have the f i r s t  witness. 

MR. EDENFIELD: That i s  my understanding, Madam 

:hair. It w i l l  be Ms. Sh i ro i sh i .  

CHAIRMAN JABER: A l l  r i g h t ,  

MR. WAHLEN: Excuse me. Do 

the other testimony i n t o  the  record f 

the record? 

l e t ' s  get  s tar ted.  

you want t o  move a l l  o f  

r s t ?  I s  i t  already i n  

CHAIRMAN JABER: I t ' s  no t  already i n  the  record. 

MR. WAHLEN: Do you want t o  j u s t  do t h i s  i n  the order 

o f  the  prehearing order? 

CHAIRMAN JABER: Yes. Except does i t  a f f e c t  your 

attendance here a t  a l l ?  

MR. WAHLEN: No, I plan t o  be here and say as l i t t l e  

as possible. 

CHAIRMAN JABER: Okay. Well, you know, sometimes you 

want t o  be excused, Mr. Wahlen, so I j u s t  d i d n ' t  want t o  stand 

i n  the  way. 

MR. WAHLEN: Thank you very much. I appreciate your 

th ink ing  o f  me. 

CHAIRMAN JABER: Go ahead. 

MR. EDENFIELD: Madam Chair, do you need t o  swear the 

witnesses o r  would you l i k e  t o  do tha t?  

FLORIDA PUBLIC SERVICE COMMISSION 
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CHAIRMAN JABER: Thank you. I s  t he  second witness i n  

the room? L e t ' s  go ahead and stand, we w i l l  do t h i s  together. 

(Witnesses sworn. 1 

CHAIRMAN JABER: Thank you. Mr. Wahlen got me o f f  

t rack.  

MR. EDENFIELD: Madam Chair, a t  the  prehearing 

conference you had asked me t o  i d e n t i f y  the  por t ions o f  Ms. 

S h i r o i s h i ' s  testimony t h a t  had been r e f i l e d  from the l a s t  

phase. For the  record, l e t  me ind ica te  t h a t  i n  her d i r e c t  

testimony t h a t  would be Page 2, Line 18, through Page 3, 

L ine 7; and Page 10, L ine 6, through Page 10, Line 16. So 

those should not be admitted as new testimony i n  t h i s  record as 

i t  i s  already i n  the  record from the prehearing hearing. 

CHAIRMAN JABER: Commissioners, I t h i n k  s t a f f  came 

around and reminded you about t h i s  po r t i on  o f  the  proceeding. 

You may r e c a l l  some testimony has already been inser ted i n t o  

the  record and the new testimony goes t o  the  l i m i t e d  issues we 

have before us today. So f o r  your convenience I have asked the  

pa r t i es  t o  speci fy  exac t ly  what the new testimony was. Thank 

you. 
- - - - -  

ELIZABETH R.A. SHIROISHI  

was ca l l ed  as a witness on behal f  o f  BellSouth 

Tel ecommuni cations, Inc .  , and, havi ng been du ly  sworn, 

t e s t i f i e d  as fo l lows: 
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15 

D I RECT EXAM I NATION 

3Y MR. EDENFIELD: 

Q 

A El izabeth R.A. Sh i ro ish i ,  and I am w i t h  BellSouth, 

State your name and p o s i t i o n  f o r  t he  record, please? 

lanaging Di rector  f o r  Interconnection Services. 

Q Did you cause t o  be f i l e d  i n  t h i s  proceeding 14 pages 

i f d i r e c t  testimony and two exh ib i t s ,  and 11 pages o f  rebu t ta l  

lestimony? 

A Yes. 

Q 

Zestimony? 

Do you have any changes o r  correct ions t o  t h a t  

A No. 

Q I f  I asked you the  questions t h a t  appear i n  your 

Lestimony today would your answers be the  same? 

A Yes, they would. 

MR. EDENFIELD: With t h a t ,  Madam Chair, I would ask 

that Ms. Shi r o i  shi ' s d i r e c t  and rebut ta l  testimony be admitted 

i n t o  the record as i f  read. 

CHAIRMAN JABER: Yes. The p r e f i l e d  d i r e c t  and 

"ebuttal testimony o f  Beth Shi ro ish i  sha l l  be inserted i n t o  the  

"ecord as though read. 

MR. EDENFIELD: And I would ask t h a t  her exh ib i t s  be 

narked f o r  i d e n t i f i c a t i o n  as BellSouth Number 1. 

CHAIRMAN JABER: ERAS-1 and ERAS-2 - -  
MR. EDENFIELD: Yes, ma'am. 
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CHAIRMAN JABER: - -  sha l l  be i d e n t i f i e d  as Composite 

l xh i  bi t 1. 

(Composite Exh ib i t  1 marked f o r  i d e n t i f i c a t i o n .  1 
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(Page 17 was inadver tent ly  blank.) 
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- BELLSOUTH TELECOMMUNICATIONS, INC. 

DIRECT TESTIMONY OF BETH SHROISHI 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 000075-TP (PHASE II) 

MARCH 1,2002 

PLEASE STATE YOUR NAME, YOUR POSITION WITH BELLSOUTH 

TELECOMMUNICATIONS, INC. (“BELLSOUTH”) AND YOUR BUSINESS 

ADDRESS. 

My name is Elizabeth R. A. Shiroishi. I am employed by BellSouth as Managing 

Director for Interconnection Services. My business address is 675 West 

Peachtree Street, Atlanta, Georgia 30375. 

PLEASE PROVIDE A BRIEF DESCRIPTION OF YOUR BACKGROUND 

AND EXPERIENCE. 

I graduated from Agnes Scott College in Decatur, Georgia, in 1997, with a 

Bachelor of Arts  Degree in Classical Languages and Literatures. I began 

employment with BellSouth in 1998 in the Interconnection Services Pricing 

Organization as a pricing analyst. I then moved to a position in product 

management, and now work as a Managing Director for Interconnection Services. 

In this position, I am responsible both for negotiating and for overseeing the 

negotiations of Interconnection Agreements, as well as Local Interconnection, 

Internet Service Provider (“ISP”)/Enhanced Service Provider (“ESP”), and 
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Internet Protocol (“IF”) issues. 
e 

HAVE YOU TESTIFLED PREVIOUSLY? 

Yes. I have testified before the Florida Public Service Commission in Docket No. 

99 1267-TPY Docket No. 000075-TP (Phase I), and Docket No. 00 18 1 0-TP. 

Additionally, I filed testimony in Docket No. 9920 18-TP. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my testimony is to present BellSouth’s policy positions on issues 

13 and 17 as contained in the Commission’s Second Order On Procedure, 

Schedule and Issues for Phase 2 (Order No. PSC-02-0139-PCO-TP) dated 

January 3 1 , 2002. For each issue in this proceeding, BellSouth’s originally filed 

testimony will appear first, with additional testimony following and labeled as 

such. 

18 

19 

Issue 13: How should a “local calling area” be defined, for purposes of determining 

the applicability of reciprocal compensation? 

20 

21 Q. WHAT IS BELLSOUTH’S POSITION ON THIS ISSUE? 

22 

23 A. 

24 

For purposes of determining the applicability of reciprocal compensation, a 

“local calling area” can be defined as mutually agreed to by the parties and 
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pursuant to the terms and conditions contained in the parties’ negotiated 

interconnection agreement. 
w 

Q. WHAT DOES BELLSOUTH REQUEST THE COMMISSION DO? 

A. The Commission should allow each party to establish their own local calling area 

for reciprocal compensation purposes. 

ADDITIONAL TESTIMOM: 

Q. WHAT IS THE COMMISSION’S JURISDICTION IN THIS MATTER? 

A. While I am not a lawyer, it is my understanding that Paragraph 1035 of the FCC’s 

Local Competition First Report and Order issued August 8, 1996 (“Local 

Competition Order”) gives state commissions the authority to determine what 

geographic areas should be local for reciprocal compensation purposes. 

Specifically, Paragraph 1035 states: 

With the exception of traffic to or from a CMRS network,, 
state commissions have the authority to determine what 
geographic areas should be considered “local areas” for the 
purpose of applying reciprocal compensation obligations 
under section 251 (b)(5), consistent with the state 
commissions’ historical practice of defining locai‘service 
areas for wireline LECs 
(emphasis added) 

As stated in this passage, state commissions are given the jurisdiction to make the 

determination of what the default local calling area should be for reciprocal 

compensation purposes, but it must do so consistent with its historical practice of 
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definiing local services areas for wireline LECs. Additionally, the Florida Public 

Service Commission must do so within the parameters of Florida law. 

SHOULD THE COMMISSION ESTABLISH A DEFAULT DEFINITION OF 

LOCAL. CALLING AREA FOR THE PURPOSE OF INTERCARRIER 

COMPENSATION TO APPLY IN THE EVENT PARTES CANNOT REACH 

A NEGOTIATED AGREEMENT? 

It has not been BellSouth’s experience that this issue is one that requires the 

Commission to establish a default definition. While many other issues 

surrounding intercarrier compensation (e.g., whether or not reciprocal 

compensation is owed for ISP-bound traffic, payment for transport when calls are 

transported outside of the local calling area, how virtual NXX traffic should be 

compensated, etc.) have been highly contested and arbitrated, this specific issue 

has not. BellSouth has entered into interconnection agreements that address this 

issue in a variety of ways. By looking at traffic patterns of each Party (BellSouth 

and the particular ALEC) and by developing terms and conditions that are 

interrelated to the definition of local calling area for intercarrier compensation, 

BellSouth and ALECs have historically been able to reach agreement on this 

issue. And of course, any other ALEC may opt in to these interrelated provisions 

under 252(i) of the Telecommunications Act of 1996 (the “Act”). 

However, if this Commission does decide to establish a default definition of local 

calling area for intercarrier compensation purposes, as I stated earlier, such 

definition must be within the parameters of FCC Rules and Florida laws. 

4 
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1 

2 Q. 

3 

4 

5 

IF THE COMMISION WERE TO ESTABLISH A DEFAULT DEFINITION OF 

LOCAL CALLING AREA FOR THE PURPOSE OF INTERCARRIER 

COMPENSATION, WHAT SHOULD THAT DEFINITION BE? 

6 

7 

8 

A. As stated originally in this proceeding, BellSouth’s position is that, for purposes 

of determining the applicability of reciprocal compensation, a “local calling area” 

can be defined as mutually agreed to by the parties and pursuant to the terms and 

9 

10 

conditions contained in the parties’ negotiated interconnection agreement, with 

the originating Party’s local calling area determining the intercarrier 

11 

12 

13 

14 

15 

16 

compensation between the Parties. BellSouth currently has the arrangement 

described above in many of its interconnection agreements, and is able to 

implement such arrangement through the use of billing factors. These factors 

allow the originating carrier to report to the terminating carrier the percent of 

usage that is interstate, intrastate, and local. Thus, the originating Party, whose 

calling area determines the intercarrier compensation due for the call, reports the 

17 jurisdiction of the call through the use of factors. With developing technology, 

18 there are also instances when the terminating Party would have enough 

19 

20 compensation) of the call. 

information to develop the jurisdiction (and thus the appropriate intercarrier 

21 

22 

23 

24 

25 

Although BellSouth believes that its plan is administratively manageable, 

BellSouth does understand the concerns raised as to the implementation of 

different calling areas. If the Commission ultimately determines that BellSouth’s 

plan is not administratively feasible, BellSouth is in support of setting the default 

5 
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as the 1Ecal calling scope as determined by the Commission and set forth in the 

ILEC’s tariff, consistent with the proposals set forth in the testimony filed by 

Sprint and Verizon in the last phase of this proceeding. This would firther allow 

each Party (whether the originating Party or terminating Party) to easily validate 

and identify the jurisdiction of traffic sent and received. 

HAVE OTHER COMMISSION’S ESTABLISHED THE ILEC’S LOCAL 

CALLING AREA AS THE DEFAULT DEFINITION OF LOCAL CALLING 

AREA FOR THE PURPOSE OF INTERCARRIER COMPENSATION? 

Yes. The Texas Commission issued an Order, in Docket No. 16189, with a 

definition of local traffic which bounded it to the ILEC’s (Southwestem Bell) 

local calling area (see Petition of MFS Communications Company, Inc. for 

Arbitration of Pricing of Unbundled Loops Agreement Between MFS 

Communications Company, Inc. and Southwestern Bell Telephone Company, 

Docket No. 16189, et al, Award (November 8, 1996). This Order stated that the 

reciprocal compensation rates adopted applied to “calls that originate and 

terminate within the mandatory single- or multi-exchange local calling area of 

SWBT, including the mandatory Extended Area Service (EAS areas served by 

SWBT).” Subsequently, in Docket Number 2 1982 (See Revised Arbitration 

Award, Proceeding To Examine Reciprocal Compensation Pursuant To Section 

252 of the Federal Telecommunications Act of 1996. Docket No. 21982 (August 

3 1,2000) at 12), the Texas Commission reached the same conclusion, but revised 

the language to be more specific. Said revised language defines local traffic as: 
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[a call that] (i) originates from and terminates to such end- 
%ers in the same SWBT exchange area; or (ii) originates 
from and terminates to such end-users within different 
SWBT exchanges, or within a SWBT exchange and an 
independent ILEC exchange, that share a common 
mandatory local calling area, e.g., mandatory extended area 
service (EAS), mandatory extended local - balling service 
(ELCS), or other types of mandatory expanded local calling 
scopes. 

IF THE FLORIDA COMMISSION ESTABLISHES THE ILEC’S LOCAL 

CALLING AREA AS THE DEFAULT DEFINITION OF LOCAL CALLING 

AREA FOR THE PURPOSE OF INTERCARRTER COMPENSATION, 

WOULD SUCH A DEFINITION BE CONSISTENT WITH PARAGRAPH 1035 

OF THE LOCAL COMPETITION ORDER AND FLORIDA LAW? 
._ 

17 A. Yes. 

18 

19 Q. 

20 

21 

22 

23 A. 

24 

25 

26 

27 

28 

MUST LOCAL CALLING AREAS FOR INTERCARRIER COMPENSATION 

PURPOSES MIRROR THE LOCAL CALLING AREAS ESTABLISHED FOR 

RETAIL PURPOSES? 

No. Today, all of BellSouth’s interconnection agreements with ALECS allow the 

ALEC to set its own local calling area for retail purposes. The Parties then agree 

upon, and put in the interconnection agreement, how they will determine what is 

‘:local’’ for intercarrier compensation purposes. As stated earlier in my testimony, 

this is accomplished through the use of billing factors. 
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HOW ARE ACCESS CHARGES ASSESSED WHEN AN INTRALATA TOLL 

CALL IS HANDED OFF FROM AN ILEC TO AN ALEC OR ALEC TO AN 

ILEC? 

Just as with a switched access interLATA call, there are really three parts to an 

htraLATA toll call: the originating local exchange carrier’s network, the 

transport that consists of the “toll component,” and the terminating local exchange 

carrier’s network. The only difference between an interLATA switched access 

call and intraLATA toll call is that the call does not cross LATA boundaries, and 

thus, the ILEC can carry that call if the end user chooses to have the ILEC as its 

Local Presubscribed Interexchange Carrier (LPIC). However, for compensation 

purposes, think of the call in this way: whomever receives the retail revenues for 

the call pays the other participating carriers for the use of their networks. Let’s 

look at three different scenarios. For the first scenario assume that a BellSouth 

end user is LPICed to BellSouth, and makes an intraLATA toll call to an ALEC 

end user. In this instance, BellSouth receives the retail revenues associated with 

the toll service, and pays the originating (in this case, BellSouth, through internal 

transactions) local exchange carrier and terminating (in this case, the ALEC) local 

exchange carrier for the use of their networks. This scenario is depicted as 

Diagram A in Exhibit ERAS-1. For the second scenario, assume that the same 

BellSouth end user calls the same ALEC end user, but this time the BellSouth end 

user is LPICed to its Interexchange Carrier. In this instance, the IXC receives the 

retail revenues associated with the toll service, and pays the originating (in this 

case, BellSouth) local exchange carrier and terminating (in this case, the ALEC) 

local exchange carrier for the use of their networks. This scenario is depicted as 
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Diagram B in Exhibit ERAS-1, For the third scenario, assume that the same 

BellSouth end user calls the same ALEC end user, but this time the BellSouth end 

user is LPICed to the same ALEC who happens to be the called party’s local 

exchange carrier. In this instance, the ALEC receives the retail revenues 

associated with the toll service, and pays the originating (in this case, BellSouth) 

local exchange camer and terminating (in this case, the ALEC through internal 

transactions) local exchange carrier for the use of their networks. This scenario is 

depicted as Diagram C in Exhibit ERAS-1 

WHAT WOULD BE THE FINANCIAL IMPACT IF WHAT ARE 

CURRENTLY INTRALATA TOLL CALLS BETWEEN ILECS AND ALECS, 

INSTEAD BECOME SUBJECT TO RECIPROCAL COMPENSATION? 

The complexity of this issue comes from the fact that, as you can see from 

Diagrams A, B, and C, there are different compensation schemes depending on 

who is the toll provider. If calls that are currently intraLATA tolls calls were to 

become subject to reciprocal compensation, then BellSouth would actually owe 

money, under Diagrams B and C, instead of receiving originating access charges. 

Obviously this is an inequitable result. 

WHAT DOES BELLSOUTH REQUEST THE COMMISSION DO? 

If the Commission decides to set a default local calling area for reciprocal 

compensation purposes aside from each party defining its own, such default 

should be the ILEC’s local calling area. 
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Issue 17: Shodd the Commission establish compensation mechanisms governing the 

transport and delivery of traf$c subject to Section 251 of the Act to be used in the 

absence of the parties reaching an agreement for negotiating a compensation 

mechanism? Is so, what should be the mechanism? 

Q. WHAT IS BELLSOUTH’S POSITION ON THIS ISSUE? 

A. As previously stated in response to Issue 10, the Commission is required to ensure 

that BellSouth has established reciprocal compensation arrangements for the 

transport and termination of local telecommunications traffic pursuant to the Act 

and FCC rules. As such, the rates, terms and conditions of any compensation 

mechanism established by the Commission must also comport with the Act and 

FCC rules. The resolution of the other issues in this proceeding will result in the 

establishment of a compensation mechanism. Once the mechanism is determined, 

the only issue to be resolved is a determination of which party is financially 

responsible for the facilities used to transport and terminate local traffic. 

ADDITIONAL TESTIMONY: 

Q. WHAT IS THE COMMISSION’S JURISDICTION IN THIS MATTER? 

A. While I am not a lawyer, it is my understanding that Section 252(d)(2) of the Act 

gives each state commission the jurisdiction to set rates for the transport and 

termination of traffic subject to Section 25 l(b)(5). Section 252(d)(2)(B)(i) 

specifically states that this authority to set rates for the transport and termination 

of traffic subject to 25 1 (b)(5) “shall not be construed to preclude arrangements 

10 
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that afford the mutual recovery of costs through the offsetting of reciprocal 

obligations, including arrangements that waive mutual recover 
w 

(such as bill-and-keep arrangements).” Section 5 1.71 3 of the Code of Federal 

Regulations goes into M h e r  detail as to when bill-and-keep arrangements may 

be established by a state commission. 

DOES THE COMMISSION HAVE THE AUTHORITY TO ESTABLISH A 

BEL-AND-KEEP INTERCARRJER COMPENSATION MECHANISM IN A 

GENERIC PROCEEDING? 

Yes. The Act and Code of Federal Regulations clearly gives the Commission the 

authority to establish bill and keep arrangements, without limitation as to the type 

of proceeding the issue is addressed in. Although the FPSC has Authority to 

establish bill-and-keep, the FCC has recently issued a Notice of Proposed 

Rulemaking In the Matter of a Unified Intercarrier Compensation Regime (CC 

Docket No. 01-92), Released April 27,2002 looking at this issue in the context of 

a broader proceeding. . While this Notice by the FCC seeks comments beyond 

the scope of this issue (i.e., bill-and-keep for local usage elements), the outcome 

of such proceeding will address this issue. 

CAN THE COMMISSION ESTABLISH A BILL-AND-KEEP 

ARRANGEMENT FOR INTERCARRIER COMPENSATION PURPOSES 

23 

24 BALANCE? 

25 

UNDER THE PRESUMPTION THAT THE TRAFFIC IS ROUGHLY IN 
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Absolutely. In fact Section 5 1.713 (c) seems to anticipate just such a scenario. 

Section 51.713 (c) states: 
W 

(c) Nothing in this section precludes a state commission from presuming 

that the amount of telecommunications traffic from one network to the 

other is roughly balanced with the amount of telecommunications traffic 

flowing in the opposite direction and is expected to remain so, unless a 

party rebuts such a presumption. 

IF THE COMMISSION IMPOSES BILL-AND-KEEP AS A DEFAULT 

MECHANISM, WILL THE COMMISSION NEED TO DEFINE 

GENERICALLY “ROUGHLY BALANCED?” IF SO, HOW SHOULD THE 

COMMISSION DEFINE “ROUGHLY BALANCED?” 

Not necessarily. In compliance with Section 5 1.7 13 (c), the Commission could 

presume that traffic is roughly balanced, subject to a carrier rebutting such a 

presumption. In order to address a rebuttal of such presumption, the Commission 

would then need to have a definition of roughly balanced. The FCC recently 

struggled with this same issue in making a determination of how ISP-bound 

traffic should be defined (which is traffic that is generally out of balance). The 

FCC made a determination in it’s Order on Remand and Report and Order in CC 

Docket 99-68 released April 27,2001 (“ISP Order on Remand”) that traffic above 

3: 1 ratio of originating to terminating traffic would be considered ISP-bound 

traffic. Following this already established precedent, this Commission should 

find that traffic below a 3: 1 ratio of originating to terminating traffic is “roughly 

balanced.” If a Party wished to rebut the presumption that their traffic was 

12 
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roughlybalanced, such a showing would be made to this Commission, since this 

Commission has jurisdiction of local traffic. 

DOES BELLSOUTH CURRENTLY HAVE IN PLACE INTERCONNECTION 

AGREEMENTS WITH ALECS THAT PROVIDE FOR BILL AND KEEP ON 

LOCAL TRAFFIC? 

Yes. BellSouth currently has in place quite a number of bill-and-keep contracts 

for local traffic. For example, BellSouth has entered into such agreements in 

Florida with Sprint, COVAD, CRG International dba Network One, Knology, 

Atlantic.net, Allegiance, and Hart. Such contracts state that per minute-of-use 

elements for local calls that originate from one Party and terminate to the other 

Party shall be compensated as bill-and-keep. 

WILL THE ADOPTION OF BILL AND KEEP ARRANGEMENTS AS A 

DEFAULT MECHANISM MINIMIZE THE NEED FOR REGULATORY 

INTERVENTION FOR THE IMMEDIATE TERM AND FOR THE FUTURE? 

To some extent. One easy item to identify which would become null (and thus 

not require regulatory intervention) is the highly contentious issue of whether an 

ALEC is entitled to be compensated at the ILEC’s tandem interconnection rate. 

However, carriers could still have disputes over the jurisdiction of traffic, whether 

or not traffic is roughly balanced, and other tangential issues. 

WHAT DOES BELLSOUTH REQUEST THE COMMISSION DO? 

13 
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A. BellSouth requests that the Florida Public Service Commission make the finding 

that traffic subject to 251(b)(5) is presumed to be roughly balanced, and, 

following already established precedent, find that traffic below a 3: 1 ratio of 

originating to terminating traffic is roughly balanced. Based on the presumption 

that traffic subject to 251(b)(5) is roughly balanced, BellSouth requests that the 

Commission set as the default mechanism that calls that originate from one Party 

and terminate to the other Party in the LLEC’s geographic calling scope (as 

defined by the ILEC’s tariff) shall be bill-and-keep for usage based elements. 

Access traffic, which is not subject to 251(b)(5), would fall outside the scope of 

this bill-and-keep, as would non-usage based elements. 

Q. DOES THAT CONCLUDE YOUR TESTIMONY? 

A. Yes. 
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BELLSOUTH TELECOMMUNICATIONS, INC. 

REBUTTAL TESTIMONY OF BETH SHIROISHI 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 000075-TP (PHASE II) 

MARCH 25,2002 

Q. PLEASE STATE YOUR NAME, YOUR POSITION WITH BELLSOUTH 

TELECOMMUNICATIONS, INC. (“BELLSOUTH”) AND YOUR BUSINESS 

ADDRESS. 

A. My name is Elizabeth R. A. Shiroishi. I am employed by BellSouth as Managing 

Director for Interconnection Services. My business address is 675 West 

Peachtree Street, Atlanta, Georgia 30375. 

Q. ARE YOU THE SAME ELIZABETH R.A. SHIROISHI WHO FILED DIRECT 

TESTIMONY IN THIS CASE? 

A. Yes. 

Issue 13: How should a “local calling area” be defined, for purposes of determining 

the applicability of reciprocal compensation? 

Q. AT&T AND FLORIDA DIGITAL NETWORK ASSERT THAT BELLSOUTH 

HAS IN PLACE INTERCONNECTION AGREEMENTS WHICH DESIGNATE 

THE ENTIRE LATA AS LOCAL FOR INTERCARRIER COMPENSATION 

PURPOSES. PLEASE COMMENT. 
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A. BellSouth has entered into agreements that expand what is considered local traffic 

for reciprocal compensation purposes; however, in those agreements, switched 

access is specifically exempted from being considered as local traffic. The 

AT&T/BellSouth Agreement which AT&T references does NOT make all calls 

which originate and terminate in the LATA local for reciprocal compensation 

purposes. The agreement clearly excludes switched access from the local traffic 

definition (See Attachment 3, Section 5.3.1.1 of the Interconnection Agreement). 

Further, the local traffic definition is interrelated to other terms and conditions, 

including provisions for which Party designates the Point of Interconnection. 

Q. LEVEL 3’s WITNESS, MR. GATES (ON PAGE 13), AND AT&T’S WITNESS, 

MR. CAIN (ON PAGE 7), REQUEST THAT THE COMMISSION 

DETERMINE THAT A CALL IS LOCAL BASED ON THE NPA/NXX’S OF 

THE CALLING AND CALLED PARTIES. HASN’T THE COMMISSION 

ALREADY ADDRESSED THAT ISSUE? 

A. Yes. This issue has been addressed by this Commission in previous 

interconnection agreement arbitrations and most recently at the December 5,2001 

Agenda Conference regarding the Second Phase of this Docket. At that Agenda 

Conference, the Commission ruled that compensation for “virtual NXX” calls 

should be based upon the physical end points of the call, and not upon the calling 

and called NPA/NXXs of the call. Level 3 and AT&T are merely attempting to 

raise an issue here that has already been resolved. 
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PLEASE COMMENT ON FLORIDA DIGITAL NETWORK’S PROPOSAL 

THAT THE COMPENSATION AND JURISDICTION OF A CALL BE 

DETERMINED BY THE TRANSPORT AND INTERCONNECTION 

OBLIGATIONS OF THE ORIGINATING PARTY. 

This proposal is not only vague, it is not in compliance with current FCC rules. 

The FCC has long held that the jurisdiction of a call is determined by the end 

points of such call. This was upheld, once again, in Paragraph 57 of the ISP 

Order on Remand adopted April 18,200 1. Even if Florida Digital Network’s 

proposal was in compliance with FCC rules, I doubt that any company’s billing 

11 system could jurisdictionalize traffic (and thus bill the appropriate rates: access or 

12 

13 

14 

15 Q. 

16 

17 

18 

19 

20 

21 

22 A. 

23 

24 

25 

reciprocal compensation) based on where the call is handed off. Accordingly, 

FDN’s proposal does not only violate FCC rules but also is infeasible. 

MR. GILLAN HAS CITED A NUMBER OF FLORIDA PUBLIC SERVICE 

COMMISSION RULINGS ON EXPANDED CALLING AREAS TO ASSERT, 

ON PAGES 3 - 6 OF HIS TESTIMONY, THAT THE COMMISSION HAS 

ALREADY ESTABLISHED THE LATA AS THE DE FACTO LOCAL 

CALLING AREA FOR INTERCARRIER COMPENSATION. DO YOU 

AGREE? 

No. Mr. Gillan’s reliance on these decisions is misguided. Mr. Gillan seems to 

be advocating that any call that could potentially be considered under an 

expanded local retail offering be compensated as local for intercarrier 

compensation purposes, regardless of the calling plan actually in effect. I will 
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address the decisions discussed by Mr. Gillan in just a moment, but would like to 

first point out that the Parties advocating the ILEC’s local calling scope as the 

default local calling area for reciprocal compensation purposes have made clear 

that they are referencing the local calling scope and mandatory EAS. 

The Order referenced by Mr. Gillan on page 4 of his testimony was the last round 

of rate reductions required by an earlier settlement. The previous reduction 

required by the settlement implemented numerous ECS routes throughout Florida 

(Order No. PSC-95-1391-FOF-TL). It is clear that, not only did the 1995 order 

implement various ECS routes, it also allowed IXCs the ability to continue to 

compete on these routes. In fact, at the time the Order was issued, the 

Commission stated the following: 

Some of the intervenors express concerns that approval of the ECS 
plan will re-monopolize the provision of toll service throughout a 
significant portion of Southern Bell’s operating territory. 
However, as discussed subsequently in this Order, interexchange 
companies (IXCs) may continue to carry the same types of traffic 
on these ECS routes that they are now authorized to carry. 
Additionally, under the revised telecommunications statutes, 
specifically Section 364.337, Florida Statutes, providing for 
alternative local exchange telecommunications companies 
(ALECs) on January 1, 1996, there could be additional competition 
for this traffic, as well as other local services. 

The Commission believed that allowing IXCs to continue to compete combined 

with the introduction of ALECs in Florida would provide companies the ability to 

compete for traffic on ECS routes. Thus, the Commission clearly did not view 

29 this as setting the LATA as the de facto local calling area. 

30 
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DID THE COMMISSION ALSO IMPLEMENT OTHER MEASURES TO 

PROVIDE IXCS THE ABILITY TO COMPETE ON THESE ECS ROUTES? 

Yes. In the February 13, 1995 Order No. PSC-95-0203-FOF-TP, the Commission 

required BellSouth to implement intraLATA presubscription. In addition, in 

April of 1996, the Commission implemented 1+10 digit dialing on most of the 

ECS routes the Commission implemented pursuant to the 1995 order. Clearly, 

these provisions afforded IXCs, and even ALECs, the ability to compete with 

BellSouth’s ECS services. 

ON PAGES 2 AND 3 OF MR. GILLAN’S DIRECT TESTIMONY, MR. 

GILLAN TRIES TO INDICATE THAT THERE ARE NO TOLL ROUTES IN 

THE SOUTHEAST LATA. DO YOU AGREE WITH MR. GILLAN’S 

ASSESSMENT? 

Absolutely not. As pointed out above, the Commission allows IXCs and ALECs 

to compete on all routes in the Southeast LATA including all ECS routes. As a 

matter of fact, there are currently 489 possible routes in the Southeast LATA. Of 

the 489, 128 are competitive ECS routes and 361 are toll routes. It is hard for me 

to understand Mr. Gillan’s assertion that the Southeast LATA is essentially a de 

facto local calling area. 

ON PAGE 5 OF MR. GILLAN’S DIRECT TESTIMONY, HE STATES THAT 

IN 1991 BELLSOUTH COLLECTED $4.38 IN INTRALATA TOLL REVENUE 

PER LINE AND THAT DECLINED TO $.42 BY 2000. DID MR. GILLAN 
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GIVE EXPLANATION OF THESE NUMBERS OR ANY REASONS FOR THE 

DECLINE IN REVENUE FOR INTRALATA TOLL? 

No, not at all. BellSouth would like to understand the origin of these numbers in 

order to ensure they have been presented correctly. Further, the introduction of 

local competition, as well as the implementation of intraLATA presubscription 

clearly would have a severe impact on BellSouth’s intraLATA toll revenue. 

HAS THE FLORIDA PUBLIC SERVICE COMMISSION ALREADY ISSUED 

AN ORDER GIVING DIRECTION ON HOW AN ALEC AND ILEC SHOULD 

HANDLE INTERCARRIER COMPENSATION WHEN THE ALEC’S LOCAL 

CALLING AREA IS DIFFERENT FROM THE ILEC’S LOCAL CALLING 

AREA? 

Yes. Order No. PSC-97-0462-FOF-TP in Docket No. 961346-TP states: 

We agree that an ALEC has full statewide authority when it 
receives certification from this Commission, and that it has 
the authority to designate its local calling area in whatever 
way it chooses. Section 364.16 (3)(a), Florida Statutes, 
nonetheless, does not allow an ALEC to knowingly deliver 
traffic where terminating access charges would otherwise 
apply. Therefore, while an ALEC may have a different 
local calling area than an incumbent LEC, it is required by 
statute to pay the applicable access charges. 

27 

28 

29 

30 

Although the Florida Public Service Commission has recognized that an ALEC may 

have a retail local calling area that differs from the ILEC, the Commission has 

determined that, pursuant to Section 364.16 (3)(a), Florida Statutes, the ALEC is 

required to pay access charges based on the ILEC’s local calling area. 
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ON PAGE 13 OF VERTZON’S TESTIMONY OF MR. TRIMBLE, HE 

DISCUSSES HOW LATA-WIDE LOCAL WOULD FAVOR ONE CLASS OF 

CARRIERS OVER ANOTHER. WHAT OTHER PROBLEMS WOULD 

LATAWIDE LOCAL BRING ABOUT WITH REGARDS TO DIFFERENT 

CLASSES OF CARRIERS? 

On page 46 of Staffs Recommendation on Issue 13, Staff states that this 

LATA-wide local plan will only apply between local carriers, and not to 

IXCs. The problem with this assumption is that many carriers are both 

ALECs and IXCs. The rules then become vague, which could allow some 

carriers to manipulate the rules to gain an unfair competitive advantage. 

Simply put, an IXC now has an incentive to masquerade as a local carrier, 

thereby furthering arbitrage opportunities. 

THROUGHOUT MR. TRLMBLE’S TESTIMONY, HE ADDRESSES THE 

UNINTENDED CONSEQUENCES OF LATA-WIDE LOCAL, INCLUDING 

UNIVERSAL SERVICE ISSUES, ARBITRAGE OPPORTUNITIES, AND 

COMPETITIVE NEUTRALITY ISSUES. PLEASE COMMENT. 

Mr. Trimble does an excellent job pointing out all of the issues associated with a 

default local calling area being the entire LATA. Rather than restate the same 

issues here in rebuttal to the testimony of AT&T, Level 3 and FDN, BellSouth 

supports and adopts as its own Mr. Trimble’s testimony on the rebuttal of a 

LATA-wide local proposal. 
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SPRINT’S WITNESS, MS. WARD (ON PAGE 4) AND VERIZON’S 

WITNESS, MR. TRIMBLE (ON PAGE 22) STATE THAT THE FLOFUDA 

PUBLIC SERVICE COMMISSION DOES NOT HAVE THE AUTHORITY TO 

FIND THAT CALLS SUBJECT TO ACCESS WILL NOW BE 

COMPENSATED WITH RECIPROCAL COMPENSATION. DO YOU 

AGREE? 

Yes. While I am also not a lawyer, it is my understanding that the Florida 

Public Service Commission must act within the bounds of the Florida Statutes. 

Section 364.16(3)(a), which, as I stated earlier, this Commission relied on in 

Docket 961 346-TP addressing a similar issue, limits the Commission’s ability 

to influence access rates. 

While the issues raised in connection with an appropriate default definition of 

local calling area have been an interesting exercise in theory, the crux of this 

issue boils down to the first question posed by the Commission: What is the 

Commission’s jurisdiction in this matter? Simply put, the Commission has 

jurisdiction under Paragraph 1035 of the FCC’s Local Competition Order “to 

determine what geographic areas should be considered ’local areas‘ for the 

purpose of applying reciprocal compensation obligations under section 

25 1 (b)(5), consistent with the state commission’s historical practice of 

definition local service areas for wireline LECs.” However, in Florida, 

Section 364.16(3)(a) of the Florida Statute limits this authority by not 

allowing an ALEC to knowingly deliver traffic where terminating access 
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charges would otherwise apply. Section 364.16(3)(a) does not allow the 

Florida Public Service Commission to determine that all calls within the 

LATA are local, and thus afford ALEC’s the opportunity to knowingly deliver 

traffic where terminating access charges would otherwise apply and not pay 

access charges. 

Issue 17: Should the Commission establish compensation mechanisms governing the 

transport and delivery of traffic subject to Section 251 of the Act to be used in the 

absence of the parties reaching an agreement for negotiating a compensation 

mechanism? Is so, what should be the mechanism? 

Q. PLEASE ADDRESS MR. GILLAN’S ALLEGATION, ON PAGE 7 OF HIS 

TESTIMONY AND THE CORRESPONDING EXHIBIT JPG-1, THAT 

TRAFFIC IS NOT “ROUGHLY IN BALANCE.” 

A. FCC Rule 5 1.71 3 states that the Commission has the authority to establish bill and 

keep for local traffic when the traffic is determined to be roughly balanced or 

presumed to be roughly balanced. The data that Mr. Gillan relies on for his 

statement that traffic is not roughly balanced and his corresponding chart are not 

numbers reflective of only local traffic. These numbers are in response to the 

request to “Provide by year, for each of the last five years, the number of minutes 

interchanged between BellSouth and ALECs networks.” As such, these numbers 

would include ISP-bound traffic between BellSouth and ALECs networks. 
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PLEASE ADDRESS MR. GILLAN’S TESTIMONY, ON PAGE 8 AND THE 

CORRESPONDING EXHIBIT JPG-2, THAT BELLSOUTH “CHARGES 

OTHER CARRIERS FAR MORE FOR TERMINATING THEIR TRAFFIC 

THAN ITS COST.’’ 

Mr. Gillan’s Exhibit JPG-2 mixes apples with oranges. In this exhibit, he 

compares what BellSouth pays ALECs for terminating local traffic with what 

BellSouth charges IXCs for terminating long distance. This exercise does not in 

any way illustrate an inequity - it merely shows the difference between local rates 

and access charges. An apples to apples comparison of the rates that BellSouth 

pays to ALECs versus the rates that ALECs pay to BellSouth for terminating local 

traffic would show that they are exactly the same since BellSouth has in place 

symmetrical rates for reciprocal compensation for local traffic. Further, an apples 

to apples comparison of rates that BellSouth pays to ALECs versus the rates that 

ALECs pay to BellSouth for access traffic would show that the ALECs’ rates 

either mirror BellSouth’s rates, or in some cases are even higher. 

PLEASE ADDRESS MR. HUNSUCKER’S TESTIMONY (ON PAGE 9) 

ABOUT THE EFFECT OF AN ILEC’S CHOICE TO OPT INTO THE FCC’S 

INTERIM COMPENSATION MECHANISM PUT FORTH IN THE ISP 

ORDER ON TRAFFIC SUBJECT TO 25 1(B)(5). 

Mr. Hunsucker discusses the fact that if an ILEC chooses to opt-in to the FCC’s 

interim compensation regime for ISP-bound traffic, then the ILEC must also agree 

to offer the exchange of all 25 1 (b)(5) traffic at the same rates. However, an 
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interconnecting carrier can refuse this offer, and instead choose for the Parties to 

exchange 25 1 (b)(5) traffic at the state commission Ordered rates. As such, this 

Commission must have in place rates, or a mechanism such as bill-and-keep, for 

traffic subject to 25 1 (b)(5). 

Q. ON PAGE 13 OF MR. HUNSUCKER’S TESTIMONY, HE STATES “THERE 

IS LITTLE EVIDENCE THAT TRAFFIC FLOWS BETWEEN SPRINT AND 

ALECS IN FLORIDA IS ‘ROUGHLY BALANCED,”’ AND REFERS TO 

EXHIBIT MRH-1. IS THIS THE APPROPRIATE CHART TO LOOK AT TO 

DETERMINE WHETHER OR NOT LOCAL TRAFFIC IS “ROUGHLY 

BALANCED”? 

A. While I am certainly not as familiar with Mr. Hunsucker’s testimony as he is, it 

would seem to me that Exhibit MRH-1 is not the appropriate chart to reference in 

determining whether LOCAL traffic is roughly balanced, because Exhibit MRH- 1 

includes ISP-bound minutes. Exhibit MRH-2, on the other hand, shows the 

balance of traffic once ISP-bound minutes are excluded (using the FCC’s 3: 1 ratio 

to determine what is ISP-bound). This exhibit would seem to have the ratio the 

Commission would want to examine in order to determine whether or not local 

traffic is roughly balanced. As Mr. Hunsucker stated, this ratio appears to be 

1.94: 1. 

Q. DOES THAT CONCLUDE YOUR TESTIMONY? 

A. Yes. 
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MR. EDENFIELD: And since we have waived summary, I 

vi 11 tender Ms. Shi r o i  shi f o r  cross examination. 

CHAIRMAN JABER: Thank you. Who wants t o  s t a r t  w i t h  

:he cross examination? S t a f f .  

CROSS EXAMINATION 

3Y MS. BANKS: 

Q Good morning, Ms. Sh i ro i sh i .  

A Good morning. 

Q I ' m  F e l i c i a  Banks, and I w i l l  be asking you some 

lad 

t i o n s  on behal f  o f  the Commission. You ind icated t h a t  ~ O U  

f i l e d  d i r e c t  and rebut ta l  i n  t h i s  proceeding, correct? 

A Correct. 

Q 

A Yes, I do. 

Q 

Do you have copies o f  t h a t  w i t h  you? 

The questions t h a t  I have mainly center around Issue 

13 i n  t h i s  proceeding which addresses the  d e f i n i t i o n  o f  a loca l  

ca l l i ng  area f o r  intercompensation purposes. Are you aware 

tha t  i t  i s  Verizon's pos i t i on  t h a t  the  loca l  c a l l i n g  area 

should be def ined by the pa r t i es  i n  t h e i r  interconnection 

agreement? 

A Yes. 

Q And are you aware t h a t  i t  was Verizon's view t h a t  i f  

the pa r t i es  c a n ' t  reach an agreement on a d e f i n i t i o n  o f  a loca l  

c a l l i n g  area, then the  loca l  c a l l i n g  area should be defined as 

the ILEC's t a r i f f e d  loca l  c a l l i n g  areas? 

FLORIDA PUBLIC SERVICE COMMISSION 
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A Yes. 

Q You have indicated i n  your testimony t h a t  t o  define 
the local calling area as anything other t h a n  the ILEC's or the 
originating party's calling area would create arbitrage 
opportunities. Verizon Witness Trimble also outlines these 
arbitrage opportunities t h a t  may arise. Do you agree w i t h  his 

testimony regarding these arbitrage possibilities? 
A Yes. 
Q And do you generally agree w i t h  Witness Trimble's 

rebuttal testimony i n  opposit ion of a LATA-wide proposal? 
Yes, I do. 

Okay. I would direct you t o  your rebuttal testimony, 
1 be referencing Page 7. Are you there? 
Yes. 
Okay. I f  you could read for me beginning a t  Line 8 

through Line 14? 

A "On Page 46 of s t a f f ' s  recommendation on Issue 13, 

staff states t h a t  this LATA-wide local plan will only apply 

between local carriers and not t o  IXCs. The problem w i t h  this 
assumption i s  t h a t  many carriers are both ALECs and IXCs. The 
rules then become vague, which could allow for some carriers t o  
manipulate the rules t o  gain an unfair competitive advantage. 
Simply p u t ,  an IXC now has an incentive t o  masquerade as a 
local carrier thereby furthering arbitrage opportunities. 'I 

Q Okay. So you also indicate t h a t  a LATA-wide calling 
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irea would create arb i t rage opportuni t ies f o r  IXCs and ALECs as 

!ou j u s t  referenced, correct? 

A Correct. 

Q Could you j u s t  elaborate on those arb i t rage 

ippor tun i t ies  t h a t  you would envision? 

A Sure. Today there i s  switched access, there i s  

intralATA t o l l ,  and there i s  loca l  t r a f f i c  which c a l l s  f o r  

*eciprocal compensation. Because o f  the h i s t o r i c a l  b i l l i n g  

systems, the ordering and b i l l i n g  forum e a r l y  on decided t o  use 

Factors t o  b i l l  between the  d i f f e r e n t  types o f  t r a f f i c .  There 

i s  a d e f i n i t e  d i s t i n c t i o n  between local  t r a f f i c  and switched 

3ccess t r a f f i c ,  t o l l  t r a f f i c .  

Now t h a t  we are i n  a more competit ive environment 

lrhere many ALECs are IXCs and v ice versa, many IXCs are also 

\LECs, i f  we go t o  a LATA-wide local  d e f i n i t i o n  which has no 

le l inea t ion ,  you have an opportuni ty f o r  IXCs t o  t r y  t o  

nasquerade t h a t  t r u e  interexchange t r a f f i c  as l oca l  through the 

Ase o f ,  i n  some instances, even perhaps s t r i p p i n g  o f f  A N I  or  

ZPN and terminat ing t h a t  t o  the ILEC or any other LEC as though 

it were l o c a l .  

Q Okay. With t h a t  i n  mind, do you bel ieve t h a t  the 

idopt ion o f  a LATA-wide l oca l  c a l l i n g  area f o r  purposes o f  

?eciprocal compensation would have an adverse e f f e c t  on 

miversa l  service i n  F lor ida? 

A It i s  my understanding i n  F lor ida t h a t  universal 
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service is  s t i l l  held through implicit subsidies, so there is  
not an explicit type surcharge t h a t  goes t o  the end user. As 
such, I believe i t  was the '95 order t h a t  this Commission put  
forth t o  say t h a t  for the present LECs should continue t o  fund 

universal service ob1 igations the way they currently do through 
markups on the various services they offer. Obviously I can 
speak for BellSouth, one of the services t h a t  we offer t h a t  is  
priced higher t h a n  local service i s  t o l l .  

And so the markup, some of the markup i n  t h a t  service 
does go towards our universal service and helping t o  fund the 
other services t h a t  are less costly. And t h a t  i s  from an 
internal perspective as the Commission has ordered us t o  do. 

So, yes, t h a t  would have an impact on universal service i n  t h a t  
some of those marked-up services t h a t  we under the December 
27th,  1995 order currently offer would now perhaps go t o  local 
compensation and the markup would no long be there. 

Q Well, then do you believe t h a t  these impacts you 

describe would result i n  local service no longer being 
ubi q u i  tousl y avai  1 ab1 e i n F1 ori da? 

A I'm sorry, can you ask t h a t  again? 

Q Well, then do you believe t h a t  these impacts t h a t  you 

just outlined would, t h a t  you describe would result i n  basic 
1 oca1 service no 1 onger being ubi qui  tousl y avai 1 ab1 e i n  

F1 ori da? 

A I d o n ' t  know t h a t  i t  would mean t h a t  local service is  
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IO longer ubiquitous. 

rates i n  F lo r ida  today perhaps would have t o  - -  the rates 

themselves would have t o  be raised. 

nake the service go away or  not have the  same coverage. 

I t h i n k  what then happens i s  your l o c a l  

I d o n ' t  know t h a t  i t  would 

Q Okay. Well, then do you be l ieve  t h a t  t h i s  would i n  

some way - -  these impacts would increase the  rates i n  F lor ida? 

A Perhaps i t  would, yes. 

Q And do you be l ieve  t h a t  these impacts you described 

i n  basic loca l  service would no longer make services af fordable 

f o r  consumers? 

A Affordable obviously i s  a d e f i n i t i o n  t h a t  i s  hard f o r  

one person t o  def ine.  

def n i t i o n  o f  t h a t .  I t h i n k  i t  would c e r t a i n l y  put an emphasis 

o r  a pressure on l oca l  ra tes so t h a t  t he  ILECs would need t o  

ra i se  those loca l  ra tes.  

I mean, each person has t h e i r  own 

Q Okay. Based on your adoption o f  Witness Tr imble 's 

testimony o f  a proposal against a LATA-wide c a l l i n g  area, then 

i s n ' t  i t  your asser t ion t h a t  a loca l  c a l l i n g  area defined as a 

LATA-wide c a l l  i n g  area would 1 i m i t  revenues t o  the  universal 

service fund? 

A It l i m i t s  t he  amount o f  universal o r  the amount o f  

revenues t h a t  we received t h a t  would go through t h a t  i m p l i c i t  

fund, yes. 

Q Okay. And can you j u s t  r e i t e r a t e  o r  k ind  o f  

summarize how i t  would impact o r  l i m i t  the  revenues? 
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A Sure. Today a l l  LECs are mandated by the  Commission 

to  recover anything tha t  they fee l  they need f o r  universal 

service through other services. So t o  the  extent t h a t  

3ellSouth o r  any other LEC recovers some o f  the revenues t h a t  

de then use t o  pass along through th ings t h a t  are p o t e n t i a l l y  

underpriced, l oca l  service o r  anything l i k e  t h a t ,  I guess the  

revenue stream t h a t  cu r ren t l y  comes i n ,  t o  the extent t h a t  i s  

stopped would obviously have an impact on our a b i l i t y  t o  pass 

tha t  through t o  the services t h a t  would requ i re  it. So does 

tha t  answer your question? 

Q Yes, I bel ieve i t  does. One t h i n g  t h a t  I guess I 

wanted t o  j u s t  k ind  o f  c l a r i f y ,  and I bel ieve you touched on 

t h i s  e a r l i e r ,  which we know i s  a t  issue i n  t h i s  proceeding i s  

whether o r  not  and how we would determine whether loca l  c a l l i n g  

area i s  def ined as, i f  t h i s  Commission were t o  decide t o  def ine 

a loca l  c a l l i n g  area as a LATA-wide c a l l i n g  area, how would 

t h i s  decis ion impact the universal service fund? 

A I f  t h i s  Commission were t o  decide t h a t  a l l  c a l l s  

w i th in  the  LATA are l o c a l ,  obviously then any current switched 

access t h a t  a LEC receives from intraLATA c a l l s  would go away. 

A l l  o f  t h a t  revenue would then become b a s i c a l l y  n u l l  and vo id 

f o r  t h a t  type o f  t ransact ion.  That i n  and o f  i t s e l f  i s  a 

revenue stream t h a t  p o t e n t i a l l y  today, and I c a n ' t  speak f o r  

other LECs, bu t  f o r  BellSouth i s  used t o  fund things through 

the USF i m p l i c i t  service t o  keep loca l  ra tes and other services 
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like local rates a t  an affordable level. I f  t h a t  revenue 
stream goes away, then BellSouth obviously has t o  look a t  other 
ways i n  which t o  recover those costs. One of those ways may be 
through the raising of local rates. Also i t  is  my 

understanding t h a t  the Commission has a process i n  place t h a t  
i f  a LEC feels USF i s  not being handled through implicit 
subsidies, we can petition the Commission. So obviously one of 

those two t h i n g s  would have t o  happen i f  a revenue source t h a t  
is  currently used t o  keep local rates affordable goes away. 

MS. BANKS: Thank you, Ms. Shiroishi. T h a t  i s  going 

t o  concl ude s taff  s cross. 
CHAIRMAN JABER: Commissioners, I would note t h a t  the 

stipulation reached by the parties allows parties t o  
cross - exami ne, but  1 imi ted t o  the cross - exami nat ion conducted 
by staff and any questions the Commissioners may have. So i f  

you have any questions, l e t ' s  take those up now. 
COMMISSIONER DEASON: I have hopefully just two 

questions. The arbitrage opportunity which you referenced i n  

your testimony and i n  response t o  questions from staff ,  I want 
t o  further understand t h a t .  Is the arbitrage opportunity when 
you define the local calling area as a LATA-wide area, is  t h a t  
the reason - - is  t h a t  the result of the IXC/ALEC 

misrepresenting the nature of a call such t h a t  i t  reduces your 
switched access, or i s  i t  the arbitrage from them actually 
providing an extended local calling area t o  their local 
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:us tomer s? 

THE WITNESS: The example I was referencing i n  my 

Lestimony would be the  f i r s t  example you gave. 

1 b lu r red  l i n e  between what i s  l oca l  versus what i s  switched 

1ccess. 

ny d i r e c t  testimony as I t a l k  through t h i s .  

get up and draw, but  I d o n ' t  see anything t o  draw on here. 

you look a t  Diagram A, you have an example where - - and I 

3lways t r y  t o  t h i n k  about even a t o l l  c a l l  where you have two 

zar r ie rs  as a c t u a l l y  having three d i f f e r e n t  types o f  the  c a l l  

j us t  t o  make i t  more analogous t o  an interlATA c a l l  , which I 

think we are a l l  p r e t t y  f a m i l i a r  w i th .  

It then becomes 

It might be he lp fu l  t o  look a t  some o f  the  diagrams in 
I would o f f e r  t o  

I f  

I n  the f i r s t  example, Diagram A, you have Bel lSouth's 

1 oca1 exchange network, you have Bel 1 South ' s to1 1 network, 

dhich i s  the ra ised po r t i on  i n  the s i m p l i f i e d  diagram, and the 

ALEC's l oca l  exchange network as the bottom por t ion .  I n  the 

f i r s t  example where BellSouth i s  the t o l l  provider,  the f i r s t  

two parts o f  t h a t  c a l l  are ca r r i ed  by BellSouth and terminated 

t o  an ALEC. I f  you look a t  Diagram B, which i s  t he  same c a l l  

scenario except now l e t ' s  say t h a t  t h a t  end user o f  Bel lSouth's 

f o r  l oca l  exchange has decided t o  use t h e i r  I X C  as t h e i r  loca l  

presubscribed c a r r i e r ,  now t h a t  same type c a l l ,  the  I X C  i s  

going t o  get the r e t a i l  revenue and pay BellSouth the  

o r i g i n a t i n g  access and pay the  ALEC the terminat ing access. 

I f  t h a t  I X C  i s  a lso an ALEC, they now have the 
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opportunity, i f  a l l  calls i n  the LATA were t o  be considered 
local, t o  avoid paying anything t o  the originating or 
terminating carrier. So now w h a t  you actually have is  t h a t  
they are receiving some cents per minute, l e t ' s  say t h a t  i t  i s  
a ten cents a minute plan t o  a retail end user. I f  I'm just a 
regular BellSouth end user and I subscribe t o  an IXC and I pay 

them ten cents a minute for a l l  intrastate cal ls ,  t h a t  IXC i s  
getting t h a t  ten cents a minute, bu t  yet they are not paying 

for the use of the originating party's network, and then on the 
terminating end as well i t  would not be considered access, but  

local. 
So t h a t  is  an opportunity whereby access charges as 

they are structured today would then - -  the whole compensation 
scheme would change. 
where the opportunity comes i n  for potential arbitrage i n  t h a t  
they could, even though they are using their IXC network or 
their IXC arm, s t i l l  avoid the access on t h a t .  

I f  t h a t  IXC i s  also an ALEC, t h a t  i s  

COMMISSIONER DEASON: Well, I guess I'm trying t o  
understand from the customer ' s perspective. What do they 
understand t o  be a local call and what do they understand t o  be 
a t o l l  call? 

THE WITNESS: From an end user retail perspective, I 

would t h i n k  i t  i s  safe t o  say t h a t  most customers are typically 
used t o  the - -  for an ILEC end user, the ILEC's local calling 
area and tar i f f  as w h a t  is  local versus w h a t  i s  not .  For an 
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4LEC end user, obviously they may have d f f e r e n t  l oca l  c a l l i n g  

plans. But f o r  the  r e t a i l  end user what they t h i n k  o f  as l o c a l  

i s  going t o  be how they are marketed, how the r e t a i l  p lan has 

marketed l oca l  t o  them. 

COMMISSIONER DEASON: But now wouldn' t  i t  also be 

t rue  t h a t  i f  the  ALECIIXC defines a l a rge r  l oca l  c a l l i n g  area, 

i f  one o f  your customers or ig ina tes  a c a l l  t o  t h a t  loca l  

c a l l i n g  area t h a t  you are not  ob l igated then t o  pay terminat ing 

access? 

THE WITNESS: W i l l  you ask me t h a t  again? 

COMMISSIONER DEASON: Yes. A Bel 1 South customer 

vJants t o  c a l l  an ALEC customer w i t h i n  the LATA. Since you 

define t h a t  as a t o l l  c a l l ,  you are obl igated t o  pay 

terminat ing access, o r  what i s  your ob l i ga t i on  t o  pay t o  the  

ALEC which has the - -  which terminates t h a t  c a l l  from your 

o r i g i n a t i n g  customer? 

THE WITNESS: So you are asking me today how does 

t h a t  work? 

COMMISSIONER DEASON: Yes. 

THE WITNESS: On a wholesale - -  l e t  me ac tua l l y  t a l k  

about r e t a i l  and wholesale. L e t ' s  s t a r t  w i t h  the r e t a i l  

because t h a t  i s  easier.  For my end user who i s  making t h a t  

c a l l ,  they are probably l a r g e l y  unaware t h a t  they are c a l l i n g  

an ALEC end user. To them they a re  j u s t  making a c a l l  t h a t  

they know i s  l oca l  o r  t o l l ,  depending on what i t  i s .  So from a 
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r e t a i l  perspective they are going t o  be t h i n k i n g  o f  i t  i n  terms 

o f  t he  o r i g i n a t i n g  par ty ,  BellSouth i n  t h i s  case, and what 

t h e i r  p lan w i t h  BellSouth i s .  From a wholesale standpoint, an 

i n t e r c a r r i e r  compensation standpoint , how we compensate f o r  

t h a t  today would be handled through whatever interconnect ion 

agreement p rov is ion  we have w i t h  t h a t  ALEC today. 

BellSouth has a v a r i e t y  o f  d i f f e r e n t  th ings t h a t  we 

do today, and t h a t  i s  why BellSouth i n  the  f i r s t  d i r e c t  

testimony o f  t h i s  proceeding said t h a t  t o  Bel lSouth's 

experience t h i s  actual issue has not been a h igh l y  contested 

one. Other th ings surrounding l oca l  c a l l i n g  areas have been 

contested such as should ISP-bound t r a f f i c  be considered l o c a l .  

From the  standpoint o f  v i r t u a l  NXX, i f  a number i s  assigned t o  

a r a t e  center bu t  a c t u a l l y  phys i ca l l y  located outside t h a t  

loca l  c a l l i n g  area, should t h a t  be considered l o c a l .  

And then I bel ieve also t h i s  Commission has addressed 

I P  Telephony and whether t h a t  should be l oca l  o r  access. But 

the  actual compensation and how compensation should work when 

two d i f f e r e n t  c a r r i e r s  have d i f f e r e n t  l oca l  c a l l i n g  areas has 

not been an issue t h a t  t o  my knowledge BellSouth has had t o  

a rb i t ra te .  We have been able t o  reach agreement w i t h  a l l  

ca r r i e rs  on t h a t  w i t h  d i f f e r e n t  provis ions,  depending on t h a t  

c a r r i e r ' s  desires when we are negot ia t ing the  agreement and 

other provis ions t h a t  are l i nked  t o  it, such as compensation 

and transport  ob1 iga t ions .  
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B u t  BellSouth has not seen t h a t  this i s  an issue t h a t  
i s  highly - -  one t h a t  we can't reach resolution w i t h  a carrier 
on. So, for the answer t o  your question i n  today 's  environment 
i t  depends on the interconnection agreement t h a t  we have w i t h  

t h a t  CLEC or ALEC. 

local calling area will  govern. 
provision i n  several of our agreements today, including MCI. I 

can't remember any others off the t o p  of my head. 

In some instances we do say t h a t  the ILEC's 
I believe t h a t  i s  the 

We also have some provisions t h a t  state t h a t  the 
originating local calling area or the local calling area of the 
originating party will govern. We have t h a t  w i t h  several 
carriers, as well. And then we do have some other provisions 
depending on w h a t  each party wanted, but  t h a t  today is  handled 
on an interconnection agreement by interconnection agreement 
basis. 

COMMISSIONER DEASON: Let me ask you another 
question. I f  an ALEC truly believes t h a t  there is  a market t o  
provide t o  local customers a larger local calling area and they 
want  t o  meet t h a t  demand and i t  i s  part of their true business 
p lan ,  not an arbitrage opportunity, can they do t h a t  now or are 
their impediments t o  them doing t h a t  w i t h  w h a t  you are 
recommending? 

THE WITNESS: No, they could do t h a t  today. I t h i n k  

a good example t o  look a t  for t h a t  is  the wireless market. 
Wireless carriers today, I t h i n k  we are a l l  familiar w i t h  the 
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adver t is ing o f  b a s i c a l l y  nationwide f l a t - r a t e d  plans, and they 

30 t h a t  today whi le  s t i l l  paying on any c a l l  t h a t  t h a t  end user 

nay make o f f  t h e i r  c e l l u l a r  phone t o  a land l i n e  long distance 

c a l l ,  they s t i l l  pay the  rates t o  that  terminat ing c a r r i e r .  I 

th ink  again t h a t  the wireless market i s  - -  
COMMISSIONER DEASON: Let  me i n t e r r u p t  f o r  j u s t  a 

second. How do they repor t  t h a t  and do you have confidence i n  

dhat they are report ing? 

THE WITNESS: Wireless ca r r i e rs?  

COMMISSIONER DEASON: Yes. 

THE WITNESS: Today we use - - I c a n ' t  speak t o  other 

car r ie rs .  BellSouth uses a method by which we work w i t h  the 

c a r r i e r  t o  determine what i s  i n  the  wireless world, interMTA 

versus intraMTA. There are d i f f i c u l t i e s  w i t h  c e l l u l a r  j u s t  

because o f  the  f a c t  t h a t  the  phone i s  not a f i x e d  s ta t i on .  So 

even though I may have a c e l l u l a r  phone t h a t  has a 404 Georgia 

area code, when I ' m  i n  F lo r i da  I ac tua l l y  - -  I s t i l l  have the 

same number, bu t  I ' m  i n  a d i f f e r e n t  locat ion.  Bel lSouth has 

ways t h a t  we work w i th  c a r r i e r s  today t o  i d e n t i f y  t h a t  using 

METSO (phonetic) where the  c a l l  ac tua l l y  goes t o  t o  be 

or ig inated. 

But, we don ' t  fee l  - -  there i s  some, obviously, 

opportuni ty f o r  arb i t rage there,  bu t  f o r  the most part  

BellSouth has had a very good re la t ionsh ip  w i t h  the  c e l l u l a r  

c a r r i e r s  t o  f i gu re  out what percent o f  those c a l l s  terminate 
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l o c a l l y  f o r  c e l l u l a r  which would be intraMTA, o r  long distance 

vhich would be interMTA. But, again, I j u s t  used t h a t  example 

;o say t h a t  the wireless market has c e r t a i n l y  p r iced  t h e i r  

- e t a i l  plans however they want regardless o f  t he  i n t e r c a r r i e r  

:ompensation obl igat ions,  and they have done so by developing 

iackages t h a t  work f o r  them. So, yes, I bel ieve  t h a t  an ALEC 

vho wanted t o  serve a l a rge r  l oca l  c a l l i n g  area could s t i l l  do 

50 w i t h  a nonLATA-wide l o c a l  plan. 

COMMISSIONER DEASON: And you j u s t  went i n t o  the area 

i f  wireless which i s  t he  second area t h a t  I wanted t o  ask a 

question about. And i t  per ta ins t o  your asser t ion t h a t  a 

-eduction i n  your access revenue could have negative impacts 

ipon your a b i l i t y  t o  continue t o  provide l o c a l  service a t  ra tes 

:hat you charge now. 

in iversa l  service concerns. Am I i n t e r p r e t i n g  your testimony 

I n  f a c t ,  t h a t  there could be some 

:or r e c t  1 y? 

THE WITNESS: Yes. 

COMMISSIONER DEASON: My question i s  - -  and you j u s t  

-eferenced i t  i n  answer t o  the  previous question, t h a t  there 

I r e  numerous wireless plans wh ch are being o f fe red  t o  

xstomers which provide an expanded loca l  c a l l i n g  area or  

2l iminat ing t o l l  c a l l s  e n t i r e l y .  Do you see t h a t  having an 

impact upon your a b i l i t y  as a loca l  provider t o  continue the 

.evenue stream associated w i t h  intraLATA switched access? 

D e f i n i t e l y  BellSouth has seen the THE WITNESS: 
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impact o f  the  wireless subscr ipt ion.  That obviously from our 

i tandpoint  a f fec ts  us w i t h  interlATA access t h a t  we receive as 

Jel l  as intralATA. 

3el l  South suspected, the  w i  re1 ess market has d e f i  n i  t e l  y picked 

q, and we are seeing every month the minutes t h a t  we get on 

i u r  land l i n e  as wel l  as actual l i n e s  decreasing a t  a much more 

*apid r a t e  than we had ant ic ipated.  

to the  evolut ion o f  the  wireless market. 

I t h i n k  more qu ick l y  than any o f  us a t  

I guess t h a t  speaks we l l  

For BellSouth, yes, t h a t  has put  us a t  a pos i t i on  

that we have t o  evaluate how we - -  you know, our t r a d i t i o n a l  

sources o f  revenue are changing. That i s  one reason, o r  one o f  

the reasons I bel ieve t h a t  the  FCC has opened up i t s  proceeding 

to  look a t  i n t e r c a r r i e r  compensation f o r  a l l  type services, 

M i  re1 ess i ncl uded, w i  re1 ess t o  1 and 1 i ne compensation because 

3 f  the  f a c t  t h a t  the  t r a d i t i o n a l  technologies and ways o f  not  

j u s t  revenue sources, bu t  a1 1 communications are changing 

rap id l y ,  and I t h i n k  the  FCC d i d  an exce l len t  job  i n  i t s  no t i ce  

o f  proposed rulemaking o f  r e a l i z i n g  t h a t  the  ru les  t h a t  they 

set i n  the  beginning i n  '83 w i t h  access charges and then on i n  

'96 w i t h  the  Telecommunications Act, those ru les  might have 

worked f o r  the  technologies and the types o f  communications and 

i n t e r c a r r i e r  t ransact ions t h a t  were going on a t  t h a t  t ime, bu t  

they d o n ' t  necessar i ly  hold t o  be a good model f o r  the fu ture.  

Again, the FCC asked many questions i n  the NPRN t h a t  

a l l  c a r r i e r s  commented on and looked a t ,  and I t h i n k  t h a t  they 
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are d e f i n i t e l y  understanding t h a t  they have got  t o  do something 

3n a grand scheme going forward t o  f i g u r e  out how we are going 

t o  reconci le the  new technologies. And as par t  o f  t h a t ,  

BellSouth has had t o  look a t  and make comment on what we would 

recommend f o r  the  fu tu re  w i t h  the  question you asked i n  mind, 

dhich i s  how are we going t o  continue t o  operate i n  a new 

techno1 ogy worl d. 

CHAIRMAN JABER: Commissioners, any other questions? 

COMMISSIONER BAEZ: 

Ms. Sh i ro i sh i ,  you have been asked a l o t  o f  question 

I have a couple. 

on the arb i t rage scenario, and I ' m  not  going t o  be any 

d i f f e r e n t  because I want t o  t r y  and understand it. As I hear 

you describe it, a t  l e a s t  one component o f  these scenarios 

involves an ALEC/IXC charging r e t a i l  t o l l  ra tes and g e t t i n g  

r e t a i l  t o l l  revenue and not  paying, presumably, the  

corresponding network access charges, i s  t h a t  b a s i c a l l y  - - 
THE WITNESS: That i s  one type, yes. 

COMMISSIONER BAEZ: I n  t h a t  p a r t i c u l a r  scenario, i s  

t h a t  opportuni ty the  same - -  would t h a t  opportuni ty e x i s t  f o r  

Bel 1 South where Bel 1 South i s the i n t r a i  nterexchange? 

THE WITNESS: Cer ta in ly  i f  t h i s  Commission f inds  t h a t  

t h a t  i s  the appropriate compensation i t  would work both ways. 

The d i f ference then becomes when the I X C  also has an, l e t ' s  say 

an interlATA arm which today Bel lSouth's does not  have 

interlATA r e l i e f  i n  F lo r ida ,  then obviously i t  i s n ' t  something 
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t h a t  i s  open t o  BellSouth. 

COMMISSIONER BAEZ: So when we speak about arb i t rage 

se t t i ng  aside the e f f e c t  on universal service and whatever 

e f f e c t  on revenues coming i n  c e r t a i n l y  t o  the ILEC, i t  i s  

general ly a s i t u a t i o n  t h a t  arb i t rage i s  on the customer more 

than anything. 

THE WITNESS: I mean, I t h i n k  t h a t  a l l  depends on how 

you def ine it. I don ' t  know t h a t  there i s  anything - -  I mean, 

i f  a c a r r i e r  wants t o  market i t s  p lan t o  i t s  end user and t h a t  

end user subscribes t o  t h a t  plan, I d o n ' t  know t h a t  I would 

consider t h a t  arbi t rage. I t h i n k  the maybe asymmetrical aspect 

o f  i s  today very r a r e l y  would BellSouth be the LPIC f o r  a 

c a r r i e r  who i s  subscribed on the l oca l  exchange t o  another 

ALEC. So from t h a t  standpoint most ALECs today market t h e i r  

service t h a t  i f  you are going be t h e i r  intraLATA provider you 

would also be t h e i r  loca l  - -  I ' m  sorry,  not  provider, 

subscriber . 
So from t h a t  standpoint I t h i n k  you would r a r e l y  have 

tua t i on  where BellSouth would be the  LPIC f o r  an ALEC loca l  

user. On the other extreme, there are many times today 

BellSouth end users choose t o  subscribe f o r  intraLATA and 

interlATA presubscr ipt ion t o  a separate c a r r i e r  and I X C .  

But I guess my po in t  i n  my COMMISSIONER BAEZ: 

questions i s  t h a t  I ' m  t r y i n g  t o  understand exact ly  who i s  - -  
you know, arb i t rage has so r t  o f  a negative connotation t o  it, 
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and I ' m  t r y i n g  t o  understand what the  focus o f  i t  i s .  And I 

d i l l  go back t o  a question t h a t  Commissioner Deason or  a t  l eas t  

something t h a t  I heard i n  Commissioner Deason's questions was 

the s i t u a t i o n  t h a t  t h i s  Commission might create i n  terms o f  

def in ing loca l  c a l l i n g  areas, a l l  i t  does i t  seems t o  me i s  

create an opportuni ty f o r  an ALEC - - as you have described an 

4LEC/IXC t o  reap benef i ts  from charging t o l l ,  from gaining t o l l  

revenues without having t o  pay access, wi thout having t o  pay 

access charges. But i n  terms o f  a s i t u a t i o n  between the 

car r ie rs ,  tha t  i simply a func t ion  o f  whatever the ru les  are, 

dhatever the applicable p o l i c y  i s .  So t h a t  i n  i t s e l f  i s  an 

arbi t rage. 

THE WITNESS: Correct. Except t h a t  t h a t  c a r r i e r  

could then also, depending on t h i s  Commission's ru les,  I know 

i n  the s t a f f  recommendation the s t a f f  made one sentence about 

obviously IXCs would not be able t o  ava i l  - - I can ' t  remember 

the exact words, but bas i ca l l y  ava i l  themselves o f  t h i s .  And 

i n  t h a t  instance I t h i n k  i s  where a po ten t ia l  comes i n  f o r  

arb i t rage i n  t h a t  i f  t h a t  I X C  then also i s  an ALEC, how do you 

d i f f e r e n t i a t e  between the funct ions o f  when i t  i s  being an I X C  

and when i t  i s  being an ALEC. And t h a t  i s  an opportuni ty t h a t  

from a c a r r i e r - t o - c a r r i e r  standpoint could lead t o  

disagreement . 
COMMISSIONER BAEZ: Well, but  - -  and, again, j u s t  

t ry ing t o  get my hands around it, the d i f f e r e n t i a t i o n  as t o  
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whether when i s  an ALEC not  an ALEC, when i s  i t  behaving as an 

I X C ,  i t  r e a l l y  seems t o  on ly  pe r ta in  as t o  what the  

re la t i onsh ip  i s  between t h a t  ALEC o r  I X C  a t  the  t ime and i t s  

end customer and not  necessari ly, you know, the  re la t i onsh ip  

between ca r r i e rs ,  whether i t  i s  an I X C  o r  an ALEC r e a l l y  on ly  

depends on what re la t i onsh ip  i s  establ ished whether i t  i s  by a 

negotiated agreement o r  whether i t  i s  establ i shed by some 

defau l t  l oca l  c a l l i n g  area o r  what have you, whatever the  

genesis o f  t h a t  d e f i n i t i o n  o f  l oca l  c a l l i n g  area i s ,  you know, 

r e a l l y  the  whole issue o f  masking an ALEC o r  IXC's behavior 

seems t o  me t o  be a re la t i onsh ip  between the  customer and the 

company and t h e i r  provider and not  necessar i ly  between the 

ca r r i e rs .  Am I wrong i n  seeing i t  t h a t  way? 

THE WITNESS: Well, a la rge  po r t i on  o f  what you sa id 

I think would hold. There i s  also - -  and, again, I ' m  speaking 

from Bel lSouth's perspective, a d i f ference i n  t h e  services t h a t  

we provide, being t h a t  f o r  t r a d i t i o n a l  switched access we o f f e r  

access t runk  groups, access f a c i l i t i e s .  Not t o  get  i n t o  the 

technical  world, and whether o r  not  the t r a f f i c  i s  traversed 

over a l oca l  interconnection arrangement being the  actual 

f a c i  1 i t i e s  and t runk group o r  switched access arrangement. 

COMMISSIONER BAEZ: So then depending on how an 

ALEC/IXC wants t o  consider i t s  re la t ionsh ip  i n t e r c a r r i e r - w i s e ,  

they are going t o  have d i f f e r e n t  services ava i lab le  t o  them 

based on tha t?  
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THE WITNESS: Yes. 

COMMISSIONER BAEZ: So t h a t  i s  something t h a t  they 

dould have t o  consider when they es tab l i sh  t h i s  re la t ionsh ip?  

THE WITNESS: Right, w i t h  BellSouth. 

COMMISSIONER BAEZ: Thank you. 

CHAIRMAN JABER: Commissioners, any other questions? 

3kay. I am assuming you a l l  do not  have questions, so we are 

going t o  s t a r t  w i t h  Mr. McDonnell . 
Mr. Gross, go ahead. 

CROSS EXAM1 NATION 

3Y MR. GROSS: 

Q Ms. Sh i ro ish i ,  you t e s t i f i e d  i n  response t o  s t a f f  

questions t h a t  a res t ruc tu r ing  or  expansion o f  t he  loca l  

would po ten t i  a1 1 y have an 

de universal  service, i s  

t o  a LATA-wide t e r r i t o r y  

1South's a b i l i t y  t o  prov 

1, t o  keep ra tes  the way they are today on loca l  

Q And I bel ieve you t e s t i f i e d  t h a t  you are aware t h a t  

there i s  a mechanism already i n  place i f  BellSouth can 

demonstrate a bona f i d e  need f o r  universal service r e l i e f ,  i s  

tha t  correct? 

A That i s  correct .  

Q And t h a t  remedy i s  w i t h i n  the  j u r i s d i c t i o n  o f  the 

Commission, i s n ' t  t h a t  t rue? 
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A I believe so, yes. 

Q And another alternative t o  remedy t h a t  kind of 

Dotential adverse impact on universal service is  t o  seek an 
increase i n  local rates, i s  t h a t  correct? 

Or whatever rate, yes. A I t  was not above cost a t  t h a t  
point  . 

Q So there are a t  
avai 1 ab1 e? 

A Yes. 
Q Now, you were t 

least two a1 ternative remedies 

l k i n g  about potential impacts, b rt 
isn' t  i t  speculation a t  this poin t  as t o  w h a t  the impact would 

be i f  the local calling area were restructured? 
A Obviously everything is  speculation u n t i l  i t  happens. 

9nd BellSouth can make assumptions about w h a t  the marketplace 
vJould do. Obviously a large part of t h a t  depends on w h a t  ALECs 

decide t o  market which plans. 

Q Woul dn t Bel 1 South presumabl y be cl osel y moni tori ng 

i t s  earnings and be i n  a position t o  f i l e  a petition for relief 
i f  they perceive a need for universal service relief? 

A Yes. I t h i n k  the question from BellSouth's 
standpoint i s  would the Commission want t o  do something knowing 

t h a t  t h a t  would potentially be an outcome, when the parties i n  

the proceeding f i r s t  and foremost know, and I t h i n k  except for 
one party has even indicated t h a t  this i s  an issue t h a t  there 
needs t o  be a default on. I f  there i s  a default, obviously i t  
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lrould only apply when the carriers couldn't agree. And then 
31so from the standpoint of w h a t  jurisdiction is  there t o  do 

this, and the Florida Statutes and obviously both sides of the 
Iarties have issued their testimony on t h a t ,  t a l k s  about 
interconnection versus submitting access t raff ic  over local 
interconnection agreements where access would otherwise apply. 

One would expect the Commission t o  react promptly i f  Q 
the ILECs or BellSouth i n  this case demonstrated a need for 
iniversal service relief,  i sn ' t  t h a t  true? 

A Yes, I believe t h a t  there would be an expedited 
rocess. 

Q So, timely action by the Commission t o  remedy a 
jemonstrated revenue shortfall should address Bel 1South's 
:oncerns t h a t  Bel 1 South ' s abi 1 i t y  t o  continue t o  provide 
service would not be impaired by inadequate recovery of i t s  
:osts? 

A Yes. Again, I t h i n k  my answer would be, you know, 
vould we want t o  go down the pa th  knowing t h a t  we were going t o  
)pen up another issue such as that. 

Q Therefore, restructuring local calling zones can be 
addressed separately i n  this proceeding for i ntercarrier 
:ompensation purposes and any universal service issues can be 
addressed i n  a separate proceeding, i sn ' t  t h a t  correct? 

A Yes. 
Q Assuming t h a t  - -  

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 

65 

CHAIRMAN JABER: Mr. Gross, l e t  me ask a question so 

you a l l  have an opportuni ty t o  fo l l ow  up i f  you need to .  

MR. GROSS: Okay. 

CHAIRMAN JABER: Something you j u s t  said t r iggered a 

thought. Assume f o r  a moment t h a t  Bel lSouth's 271 app l ica t ion  

i s  approved a t  some po in t  i n  the fu ture.  What a f f e c t  does 

3ellSouth enter ing i n t o  the long distance market have on 

zveryone de f in ing  loca l  c a l l i n g  areas? And s p e c i f i c a l l y  i n  

terms o f  revenue, t h a t ' s  a l l  I ' m  asking about i s  i n  terms o f  

revenue, p r i ce ,  your concern about the universal service fund. 

THE WITNESS: I haven't thought o f  t h a t  one. Let me 

th ink f o r  a moment. I mean, I d o n ' t  know t h a t  i t  changes 

anything t h a t  we're t a l k i n g  about here today. A t  l eas t  I 

believe f o r  the  f i r s t  two or three years, BellSouth long 

distance s t i l l  acts as a separate e n t i t y .  So from t h a t  

standpoint, you s t i l l  have the i n te rna l  transactions j u s t  w i t h  

3ellSouth long distance as we would have w i th  the ALECs and 

IXCs today, so I don ' t  know t h a t  i t  changes anything. 

Obviously i t  puts one more player i n  the market who 

i s  an I X C ,  but  a t  the same time t h a t  I X C  would not, I d o n ' t  

th ink,  be allowed t o  operate as an ALEC i n  t h a t  same e n t i t y .  

And I ' m  not sure about t h a t  because I ' m  not - -  I d o n ' t  work i n  

the pa r t  o f  the business t h a t  deals w i th  the BellSouth long 

distance and how t h a t  operates. 

CHAIRMAN JABER: Let me t r y  i t  again, because I ' m  not 
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sure there i s  a re la t i onsh ip  e i t h e r .  But something you said 

t r iggered the  thought. 

have here a t  the Commission i n  f i l i n g  f o r  a p e t i t i o n  f o r  a 

loca l  r a t e  increase because o f  associated losses o f  revenues on 

the access sides. 

and the  long distance market, then real ly i s  i t  an issue o f  

timing? I mean, t o  some degree i s  your concern minimized i f  

you get your 1 ong distance appl i c a t i o n  approved? 

I n  terms o f  remedies and recourses you 

I f  everyone w i l l  be competing i n  the  l oca l  

THE WITNESS: I t h i n k  on ly  a t  the  p o i n t  where 

Bel 1 South 1 ong d i  stance can operate w i t h  Bel 1 South 

Telecommunications. 

o f  the separate nature and how they can compete, then i t  i s n ' t  

equivalent t o  an ALEC who i s  a lso an I X C .  

I t h i n k  u n t i l  t h a t  po in t  i n  t ime because 

But I guess the  other question, too, i s  do we want t o  

go down - -  do we want t o  se t  up a compensation scheme which i s  

then going t o  t u r n  around and open up a universal service issue 

given t h a t  i n  the o r i g i n a l  phase o f  t h i s  docket no p a r t y  

advocated LATA-wide. I know t h a t  now AT&T, and FDN, and Level 

3 have, but  i s  t h a t  something - - o r  do we need a de fau l t  loca l  

c a l l i n g  area or  have the  p a r t i e s  h i s t o r i c a l l y  been able t o  

handle t h a t .  And so there i s  no need a t  t h i s  p o i n t  t o  have a 

bona f i d e ,  quote, de fau l t .  

CHAIRMAN JABER: Okay. Mr. Gross. 

BY MR. GROSS: 

Q I have one more question, assuming t h a t  BellSouth i s  
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j b l e  t o  quant i f y  any net  impact on revenues due t o  loss o f  

i i l l e d  access charges, t h a t  loss  would no t  necessar i ly  

t rans late i n t o  a d o l l a r - f o r - d o l l a r  need f o r  universal  service 

f le l ie f ,  would it? 

A No, t h a t  would not .  

MR. GROSS: Thank you. 

MR. McDONNELL: Thank you, Madam Chai rman. 

CROSS EXAM I NATION 

3Y MR. McDONNELL: 

Q Good morning, Ms. Sh i ro ish i .  

A Good morning. 

Q You al luded e a r l i e r  t o  a Commission order, I bel ieve, 

that t a l k s  about what a LEC can do i f  i t s  a b i l i t y  t o  perform 

i t s  universal service funct ions i s  diminished? 

A Yes. 

Q I ' m  going t o  read from an order and j u s t  ask you i f  

th i s  i s  the  order you are r e f e r r i n g  t o ,  okay? It i s  Order 

dumber 95-1592-FOF-TP issued December 27th, 1995, i n  Docket 

dumber 950696-TP, Page 42. 

Zompany can demonstrate i t s  abi 1 i t y  t o  susta in  universal 

service as a c a r r i e r  o f  l a s t  reso r t  has been eroded, and t h a t  

such erosion i s  s p e c i f i c a l l y  due t o  competit ive pressures, i t  

nay f i l e  a p e t i t i o n  f o r  universal service r e l i e f  as set  f o r t h  

i n  the body o f  t h i s  order."  

"Ordered t h a t  i f  the  loca l  exchange 

A I d o n ' t  have the  e n t i r e  order w i t h  me, but  t h a t  i s  
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the  same order number. 

Q Okay. Has BellSouth ever f i l e d  a p e t i t i o n  s t a t i n g  

t h a t  i t s  a b i l i t y  t o  sustain universal serv ice has been eroded? 

A Not my knowledge. 

Q And t h a t  i s  despi te the  f a c t  t h a t  as Commissioner 

Deason said, I th ink  he responded t h a t  Bel lSouth has f e l t  

s i g n i f i c a n t  erosion i n  i t s  intraLATA t o l l  revenue as a r e s u l t  

o f  the  wireless ca r r i e rs?  

A 

intraLATA. 

Ac tua l l y  I ' m  speaking combined t o  interlATA and 

Q Oh, okay. Now, you d i d n ' t  f i l e  w i t h  your testimony 

any f i nanc ia l  documentation t o  support an assert ion tha t  your 

a b i l i t y  t o  sustain universal service would be eroded i f  loca l  

a l l  c a l l s  t h a t  c a l l i n g  area i s  defined by the Commission as 

o r ig ina te  o r  terminate i n  a LATA, d i d  you? 

A No. 

Q Just so we are c lear ,  when i n t r a l A  

revenues o f  BellSouth are reduced, i s n ' t  the  

'A access charge 

f l i p  side o f  t h a t  

t h a t  the  end users are paying less  f o r  intraLATA ca l l s?  

A That ac tua l l y  depends on how the  ca r r i e rs  who r e t a i l  

market intraLATA t o l l  f low t h a t  through. To the extent t h a t  

BellSouth reduces i t s  t a r i f f e d  rates,  our end users, yes, fee l  

tha t .  To the extent t h a t  the access t h a t  we are t a l k i n g  about, 

which i s  ac tua l l y  what we are t a l k i n g  about i n  t h i s  proceeding, 

the  i n t e r c a r r i e r  compensation, t h a t  would be dependent on the  
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a r r i e r  marketing t o  them, AT&T, M C I ,  Spr in t ,  and how they f low 

hat  through t o  t h e i r  end users. 

Q Okay. I f  t h i s  Commission were t o  r u l e  t h a t  the  l o c a l  

: a l l i n g  area as a de fau l t  mechanism would be a l l  c a l l s  t h a t  

r i g i n a t e  and terminate i n  the same LATA, would you expect t he  

!nd users t o  pay less  money t o  make intralATA phone c a l l s ?  

A I r e a l l y  c a n ' t  say. Again, t h a t  would depend on how 

:he marketing on the  r e t a i l  side o f  the  products flowed. To 

:he extent t h a t  a c a r r i e r  marketed i t s  p lan  t h a t  way, it could. 

t could also keep pr ices  exac t ly  the  way they are today and 

ise t h a t  expanded I guess you would c a l l  i t  p r o f i t  f o r  

iomethi ng e l  se. 

Q But as an economic issue, i f  the  companies can 

ierform the funct ion cheaper, i s n ' t  i t  general ly a savings 

iassed onto the  end user? 

A I ' m  not  an economist, so I don ' t  want t o  speak from 

;hat standpoint. 

i lways hasn ' t  been the  case. 

vi11 bear, there i s  oftentimes not an incent ive t o  lower t h a t  

ir i ce . 

I t h i n k  from a market forces standpoint, t h a t  

I f  the market has a p r i c e  t h a t  i t  

Q Okay. You t e s t i f i e d  e a r l i e r  t h a t  i t  has been your 

2xperience the  l oca l  c a l l i n g  area issue has not  been a 

:ontentious issue re1 a t i v e l y  between Bel lSouth and ALECs, 

:orrect? 

A Correct. 
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Q And I think you testified earlier that you currently 
have intercarrier agreements wherein I think you said with MCI 
that the ILEC's local calling area controls for your reciprocal 
compensation purposes? 

A Correct. 
Q And you also have one or more than one intercarrier 

agreement where the originating party's local calling area 
defines reciprocal compensation ob1 igations? 

A Correct. 
Q And besides those, isn't it a fact that BellSouth has 

many intercarrier agreements that call for LATA-wide local 
calling areas for reciprocal compensation? 

A We have agreements that - -  and, again, I don't want 
to use the term LATA-wide local. We have agreements which 
exclude switched access but do basically take extended local 
calling areas and make that local. They are not the majority 
o f  our agreements. The majority of our agreements are in the 
other two, but there are some agreements that we have that 
state that calls that would typically be extended local calling 
lareas will be considered local. However, all of our agreements 
I 

sti 11 excl ude switched access. 
Q And didn't BellSouth file in this docket a discovery 

response to Commission staff, I think it was dated March 27th, 
2002, authored by you, and it is staff's first set o f  

interrogatories, Item Number 1, Page 1 of 1, where you attached 
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Exh ib i t  E, which i s  a number o f  i n t e r c a r r i e r  agreements t h a t  

apply a,  quote, LATA-wide, c lose quote, loca l  concept? 

A Right. They a l l  s t i l l  exclude switched access, be i t  

i n t e r  o r  intraLATA. 

Q Okay. And as p a r t  o f  your Exh ib i t  E you t o l d  the  

Commission t h a t  t h i s  was not an exhaustive l i s t ,  but  

nonetheless i t  i s  a l i s t  o f  14 i n t e r c a r r i e r  agreements where 

you have LATA-wide loca l  c a l l i n g  f o r  reciprocal  compensation 

purposes? 

A Correct. And I bel ieve region-wide we have around 

280 interconnect ion agreements, so t h i s  would be 14 o f  those 

280. 

Q But d i d n ' t  you t e l l  the  Commission t h a t  t h i s  i s  not 

an exhaustive l i s t ?  

A Yes. 

Q But the  l i s t  does inc lude AT&T, Level 3 

Communications, ALLTEL, US LEC o f  F lo r ida ,  and Time Warner 

Telecom, a l l  pa r t i es  t o  t h i s  docket? 

A Yes. 

Q Now, i s  i t  your testimony t h a t  i n  your i n t e r c a r r i e r  

agreements t h a t  no 1+ c a l l s  are subject t o  reciprocal  

compensation today? 

A No, I have never - - we haven't ever - - I d o n ' t  t h i n k  

we have any agreements t h a t  do i t  around whether i t  i s  1+ 

dia led or  9. We have agreements t h a t  exclude switched access 
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IS defined in our tariffs. 
Q Okay. So if an ALEC hands a call off to you on an 

ntraLATA call, it doesn't go - -  hit a third-party IXC, you 
Jould consider that a local call for reciprocal compensation 
iurposes under these 14 agreements? 

A Not necessarily. It would depend on if that was 
%outed over a switched access arrangement that we have with 
:hat carrier or a local interconnection arrangement. 

Okay. Would it be fair to state that whether it 
includes all calls within the LATA is currently a point of 
lispute between BellSouth and at least one ALEC? 

Q 

A Yes, that would be accurate. Which I think also 
leads to the discussion of is LATA-wide local, however it is 
jefined, really a simplification method. And I think our 
2xperience with that one ALEC has proven that it is not. 
nas been a point of disagreement. 

It 

Q Do you know in addition to these 14 how many 
agreements BellSouth has with ALECs that call for local wide - -  
excuse me, LATA- wi de 1 oca1 call i ng for reci procal compensation 
purposes? 

A I do not know the exact number. We have many 
agreements that are not - -  between us and carriers who do not 
operate who have negotiated an agreement or not, and from a 
standpoint of operationally, we did not have ready access to 
those agreements. From an operational standpoint, I feel that 
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it i s  probably safe t o  say t h a t  a l l  o f  these are the  ones t h a t  

lave t h a t  type d e f i n i t i o n  t h a t  s t i l l  exclude switched access. 

Q On Page 8 and 9 o f  your rebut ta l  testimony f i l e d  

(arch 26th o f  t h i s  year, you t e s t i f y  - -  and I am reading 

leginning a t  Line 23 o f  Page 8. Do you have t h a t  i n  f r o n t  o f  

you? 

A Yes. 

Q "However, i n  F lor ida,  Section 364.16(3)(a) o f  the 

-1 o r ida  Statute 1 i m i  t s  t h i s  au tho r i t y  by no t  a1 1 owing an ALEC 

to knowingly de l i ve r  t r a f f i c  where terminat ing access charges 

vould otherwise apply. Section 364.16(3)(a) does not al low the  

-1orida Publ ic Service Commission t o  determine t h a t  a l l  c a l l s  

v i t h i n  the  LATA are l o c a l . "  Correct? 

A Yes. 

Q You are not  an attorney, are you? 

A No. 

Q And i s n ' t  i t exac t ly  what your agreements do w i t h  

these 14 ALECs i s  t o  have intraLATA c a l l s  as l oca l  c a l l s ?  

A No. As I have prev ious ly  t e s t i f i e d ,  a l l  o f  those 

agreements exclude switched access as i t  comes over switched 

access arrangements. That i s speci f i c a l  1 y what I understand 

Section 364.16(3)(a) t o  t a l k  about, which would be any c a l l  

that  i s  terminated over a switched access arrangement f o r  which 

local  interconnection - -  I ' m  sorry,  f o r  which switched access 

~ o u l d  otherwise apply. 
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Q Okay. So i f  t h i s  Commission were t o  decide switched 

access does not  apply i n  intraLATA l o c a l ,  t h a t  sect ion would no 

longer be implicated? 

A I don ' t  know t h a t  I can say - -  and, again, we can 

handle t h i s  on b r i e f s ,  since i t  i s  a lega l  issue - -  bu t  from 

our standpoint I d o n ' t  know t h a t  t h a t  i s  r e a l l y  the i n t e n t  o f  

the  section. This Commission very much looked a t  t h a t  sect ion 

o f  the  s ta tu te  i n  determining the F lo r ida  Telenet order which I 

have described i n  my testimony, and found t h a t  i n  t h a t  order 

b a s i c a l l y  an ALEC can have a d i f f e r e n t  l oca l  c a l l i n g  area than 

the  ILEC, bu t  i s  s t i l l  bound t o  pay access charges on the  

ILEC' s 1 oca1 c a l l  i n g  area because o f  Section 364.16 Subpart 

(3) (a) 

Q Okay. But l i k e  you say, you are no t  an at torney and 

perhaps t h a t  i s  best l e f t  f o r  post-hear ing b r i e f s ?  

A Correct. 

MR. McDONNELL: Okay. Thank you, Ms. Sh i ro ish i ,  I 

have no fu r ther  questions. 

CHAIRMAN JABER: M r .  Moyle. 

CROSS EXAM I NATION 

BY MR. MOYLE: 

Q Just a couple o f  questions. Get t ing back on t h i s  

po in t ,  I th ink ,  t h a t  you were making about universal access 

could be jeopardized based on a LATA-wide c a l l i n g  area. Was 

t h a t  your testimony t h a t  you provided previously,  t h a t  t h i s  
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bevenue stream could be affected and have a negative impact on 
mi versa1 servi ce? 

A Correct. 

Q I t h i n k  you a l so  indicated t h a t  your traditional 
iources of revenue are changing w i t h i n  the company, isn ' t  t h a t  
:orrect? 

A Correct. 

Q The revenue stream you identified as potentially 
laving this negative impact, i s  t h a t  the only revenue stream 
;ha t  i s  used t o  subsidize local service? 

A No. Again, because i n  Florida our USF obligations 
ire implicit, they are i n  other services, as well. And t o  go 

in the record, I d o n ' t  know - - and, aga in ,  I ' m  not the USF 

2xpert - -  b u t  I d o n ' t  know t h a t  BellSouth apportions X percent 
;o certain services. The thought process as I understand i t  

iehind the '95 order was t o  ensure t h a t  the company as a whole 
nanages that. 

Q B u t  from the s tandpoin t  of the percentage of revenues 
t h a t  are used w i t h  respect t o  this universal service, you d o n ' t  

mow any o f  those numbers or anything as you s i t  here today, do 

you? 
A No. Again, typically i t  would f a l l  t o  reason t h a t  

your higher priced services are going t o  help supply the 
pevenue stream for your lower priced services. 

Q We have talked a l o t  about a LATA-wide local calling 
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area. Would i t  be f a i r  t o  say t h a t  consumers could rea l i ze  

some benef i t s  t o  having an extended loca l  c a l l i n g  area? 

A I don ' t  t h ink  t h a t  LATA-wide loca l  o r  not  doing 

LATA-wide loca l  i s  going t o  d r i v e  t h a t  behavior. 

chose t o  market a plan or  an ILEC, f o r  t h a t  instance, which 

made everything i n  the LATA loca l  f o r  some f l a t  r a t e  o r  per 

minute o f  use or  whatever, then obviously t h a t  re la t i onsh ip  

w i th  the  r e t a i l  end user, the  r e t a i l  end user may rea l i ze  a 

bene f i t  i f  t h a t  plan i s  o f  value t o  them. But I don ' t  t h ink  

tha t  you can say t h a t  having a LATA-wide loca l  d e f i n i t i o n  i n  an 

agreement i s  going t o  d r i ve  t h a t  behavior o r  not  d r i ve  t h a t  

behavior. 

I f  an ALEC 

Q But you do recognize, and I th ink  you would admit 

t ha t  t o  the  extent t h a t  an ALEC decides t o  head i n  t h a t  

d i rec t i on  w i t h  a business p lan o r  a marketing p lan t h a t  t h a t  

p o t e n t i a l l y  could be a t t r a c t i v e  t o  the  consumers, correct? 

A Today I bel ieve p r e t t y  much a l l  ca r r i e rs  have some 

type o f  plan. 

o f fe r ings  i n  i t s  t a r i f f s  t h a t  are obviously a t o l l  subs t i tu te  

o r  f l a t  r a t e  type process, and ALECs do the same. 

MR. MOYLE: Nothing fu r the r .  

CHAIRMAN JABER: Mr. F e i l  . 

BellSouth has extended loca l  c a l l i n g  plan 

CROSS EXAMINATION 

BY MR. FEIL: 

Q The masquerading o f  t r a f f i c  t h a t  you were r e f e r r i n g  
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to earlier, I want t o  make sure I understand w h a t  you meant by 

that. Were you referring t o  a s i t ua t ion  where an IXC sends 
interLATA traff ic  over a local interconnection arrangement, i s  
that what you are referring t o  when you were referring t o  
nasqueradi ng t ra f f i c? 

A Not particularly i n  t h a t  instance. We do have t h a t  
happen today, and BellSouth has claims against  IXCs and/or 
4LECs i n  several states t h a t  actually deal w i t h  t h a t .  What I 

das  specifically t a l k i n g  about i n  this testimony was i f  you 

dere t o  have a scenario where a l l  calls i n  the LATA are local, 
depending on how t h a t  were t o  shake out ,  i n  s ta f f ' s  
recommendation, aga in ,  there was a sentence t h a t  said i t  would 

zxclude IXCs, t h a t  potentially t h a t  exclusion of IXCs and the 
definition therein would obviously open i tself  up t o  
3i screpancy. 

As I t h i n k  we have already seen, I t h i n k  Doctor 
rrimble pointed out i n  his testimony t h a t  even i n  this docket 
you have seen different interpretations of t h a t  exact t h i n g .  

4T&T, I believe i f  you read their testimony is basically saying 
a l l  calls i n  the LATA are local versus other carriers who are 
saying, well, i t  would s t i l l  only be, you know, an A L E C - t o - I L E C  

type interchange and not incl ude IXCs. 

Q So you are not referring t o  masquerading of the 
traffic,  but rather a masquerading o f  the carrier? 

A Well, i t  would s t i l l  be the traffic. Masquerading 
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the t raff ic  from intraLATA switched access t o  local. Again, by 

rlirtue of the fact of i s  i t  going from an ALEC or an I L E C ,  

jifferent potential possibilities. 

Q Would the masquerading include only instances where 
the carrier strips the ANI off or are there other instances 
that you are referring to? 

A There could be other instances. As Mr. McDonnell 
alluded t o ,  we have a disagreement w i t h  a carrier today over 
Mhat fa l ls  as local under their agreement versus not. Because 
Df this - -  and t h a t  i s  not due t o  the stripping of ANI or 
information, bu t  rather how do we classify w h a t  is  local and 

not. 

Q Does t h a t  stem from the wording of the 
interconnection agreement? 

A I would say probably both parties would say t h a t ,  
yes. 

Q Okay. Thank you. In an instance where an ALEC seeks 
to  take advantage of any Commission ruling t h a t  provides for 
LATA-wide local, are you aware of anything t h a t  would prohibit 
the Commission from conditioning the ALEC's invoking or t a k i n g  

advantage of such a rule on the ALEC's not charging i ts  

customers t o l l  or long distance rates i n  order for the ALEC t o  
take advantage of LATA-wide local? 

A I t h i n k  t h a t  would be dependent on how the Commission 
order i s  worded. 
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Q But you are not  aware o f  anything t h a t  would p r o h i b i t  

:he Commission from p lac ing  such a condi t ion? 

A Not my knowledge. 

MR. FEIL: That 's  a l l .  

CHAIRMAN JABER: Redirect. Commissioner Pa l  ecki  . 
COMMISSIONER PALECKI: I j u s t  have a question, a 

followup. Would p lac ing  such a cond i t ion  by t h i s  Commission 

i t s  order resolve some o f  your concerns? 

THE WITNESS: Not Bel lSouth's concerns. From a 

m e t a i l  standpoint, I t h i n k  t h a t  i s  an e n t i r e l y  d i f f e r e n t  i s s i  

i n  

e. 

?om an i n t e r c a r r i e r  compensation standpoint, you would s t i l l  

lave the  issue o f  whether t h a t  c a l l  i s  l o c a l  o r  access. 

COMMISSIONER PALECKI : Thank you. 

CHAIRMAN JABER: Redirect. 

MR. EDENFIELD: None from BellSouth. 

CHAIRMAN JABER: Thank you, Ms. Shi r o i  shi  . 
Exh ib i ts .  Mr. Edenfield, you have got  Exh ib i t  1. 

MR. EDENFIELD: Yes, Madam Chair,  and BellSouth would 

nove t h a t  i n t o  the record. 

CHAIRMAN JABER: Without ob ject ion,  Composite E x h i b i t  

1 i s  admitted i n t o  the record. 

(Composite E x h i b i t  1 admitted i n t o  the record. 1 

CHAIRMAN JABER: S t a f f ,  I haven' t  forgot ten about 

your exh ib i t s .  We w i l l  do t h a t  a t  the end. Okay. 

MR. EDENFIELD: That concludes Bel lSouth's - - 
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Ms. Caswell . 
MS. CASWELL: Verizon c a l l s  Dennis Trimb 

CHAIRMAN JABER: We w i  11 g ive  you enough 

~ p ,  so we w i l l  take a f ive-minute break. 

(Recess. ) 
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e. 

t ime t o  se t  

CHAIRMAN JABER: L e t ' s  go ahead and reconvene. 

DENNIS TRIMBLE 

das ca l l ed  as a witness on behal f  o f  Verizon F lor ida,  Inc . ,  

and, having been du ly  sworn, t e s t i f i e d  as fo l lows: 

DIRECT EXAM1 NATION 

BY MS. CASWELL: 

Q Please s ta te  your name and business address? 

A My name i s  Dennis Trimble. My business address i s  

600 Hidden Ridge, I r v i n g ,  Texas. 

Q 
A 

And by whom are you employed and i n  what capacity? 

I am employed by Verizon Services Group as Executive 

Di rector ,  Regul atory.  

Q Did you f i l e  d i r e c t  and rebut ta l  testimony i n  t h i s  

case? 

A Yes, I did .  

Q 

testimony? 

Do you have any addi t ions o r  changes t o  t h a t  

A I have four  minor changes t o  the rebut ta l  testimony, 

most o f  which were an inadvertent e r r o r  i n  terms o f  formatt ing 
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'rom the  d i r e c t  testimony, I picked up the  wrong pages, so I 

Jill go through those very, very qu ick ly .  On Page 4, Line 24, 

;here i s  a parenthet ical  statement, Trimble DT, Page 29, t h a t  

ihould be Page 26. 

On Page 5, Line 19, a s i m i l a r  parenthet ical  t h a t  says 

-rimble DT, Page 24. That should be Page 22. 

On Page 15, we ac tua l l y  have a substant ia l  e r r o r ,  

2 r ra ta .  On Line 21 i t  says m i r ro r  t he  ILEC's l oca l  c a l l i n g  

r e a s ,  i t  should say m i r ro r  the  - - excuse me, i t  says m i r ro r  

:he ALEC's, i t  should say m i r ro r  the  ILEC's l oca l  c a l l i n g  are 

And on Page 18, Line 17, i n  the  parenthet ical  i t  says 

Trimble DR, Pages 34 through 35, 37, and 39. That should be 

Trimble DT, Pages 29 through 31  and 34. 

And then also on Line 21, i t  says Sh i ro ish i  DR, and 

:hat should be Sh i ro ish i  DT f o r  d i r e c t  testimony. 

Q And w i t h  those changes, i f  I were t o  ask you the  same 

questions again, would your answers remain the  same? 

A Yes, they would. 

MS. CASWELL: Madam Chair, I would ask t h a t  Mr. 

r r imb le 's  d i r e c t  and rebut ta l  test imonies be inser ted  i n t o  the 

.ecord as though read. 

CHAIRMAN JABER: The p r e f i  1 ed d i r e c t  and rebut ta l  

testimony o f  Dennis Trimble sha l l  be inser ted i n t o  the record 

3s though read. 

MS. CASWELL: Thank you. 
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3Y MS. CASWELL: 

Q And d i d  your d i r e c t  testimony, Mr. Trimble, include 

me e x h i b i t  abel 1 1 2 ?  ed DBT- 

A Yes, i t  did.  

MS. CASWELL: And, Madam Chair, may I have t h a t  

2xhib i t  marked f o r  i d e n t i f i c a t i o n .  

CHAIRMAN JABER: Sure. DBT-2 s h a l l  be i d e n t i f i e d  as 

,xhi b i  t 2. 

(Exh ib i t  2 marked f o r  i d e n t i f i c a t i o n . )  
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TESTIMONY OF DENNIS B. TRIMBLE 

I. INTRODUCTION 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND TITLE. 

My name is Dennis B. Trimble. My business address is 600 Hidden 

Ridge, Irving, Texas, 75038. I am employed by Verizon Services Group 

Inc. as Executive Director - Regulatory and am representing Verizon 

Florida Inc. (“Verizon”) in this proceeding. 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 

BUSINESS EXPERIENCE. 

I received an undergraduate degree in business and an MBA from 

Washington State University in the early 1970s. I then served as an 

Assistant Professor at the University of Idaho, where I taught 

undergraduate courses in statistics, operations research, and decision 

theory. From 1973-76, I completed course work towards a Ph.D. degree 

in business at the University of Washington, majoring in quantitative 

methods with minors in computer science, research methods, and 

economics. 

I joined GTE Corporation in 1976 as an Administrator of Pricing Research 

for General Telephone Company of the Northwest. From 1976 until 

1985, I held various positions within GTE Northwest and GTE Service 

Corporation in the areas of demand analysis, market research, and 

strategic planning. In 1985, I was named Director of Market Planning for 

GTE Florida Incorporated, and in 1987, I became GTE Florida 
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Incorporated’s Director of Network Services Management. In 1988, I 

became Acting Vice President - Marketing for GTE Florida. From 1989 

to 1994, I was the Director of Demand Analysis and Forecasting for GTE 

Telephone Operations. In October 1994, I became Director of Pricing 

and Tariffs for GTE Telephone Operations, and in 1996, I was named 

Assistant Vice President of Marketing Services. In February 1998, I 

assumed the position of Assistant Vice President - Pricing Strategy for 

GTE Corporation. I assumed my current position in September 2000. I 

am currently responsible for assisting Verizon Communications Inc. in its 

development of pricing policies and for supporting those policies in the 

various regulatory arenas in which it operates. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE STATE REGULATORY 

COMMISSIONS? 

Yes, I have presented testimony on pricing and customer demand related 

issues on behalf of various Verizon telephone companies before state 

commissions in Alabama, California, Florida, Hawaii, Indiana, Missouri, 

Oregon, Pennsylvania, South Carolina, Texas, Virginia, and Washington. 

The testimony that I gave in those commission appearances generally 

concerned analysis of customer demand characteristics and/or policies 

relating to the pricing of retail and wholesale services. 

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 

My testimony addresses the two issues deferred from the December 5, 

2001, agenda conference where the Commission voted on the other 
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issues in this docket. These are: How should local calling area be 

defined for reciprocal compensation purposes? (Issue 13); and Should 

the Commission establish a default reciprocal compensation mechanism 

when the parties can’t agree on one; if so, what should it be? (Issue 17). 

With regard to the default mechanism, the Commission has asked the 

parties to focus, in particular, on a bill-and-keep approach. 

As the Commission requested, Verizon is also resubmitting portions of its 

earlier testimony on Issues 13 and 17. That testimony (Dr. Beauvais’ 

Direct and Rebuttal Testimonies and Mr. Haynes’ Direct and Rebuttal 

Testimonies) is attached as Exhibit DBT-1. 

DO YOU HAVE A SINGLE RECOMMENDATION ON THE TWO ISSUES 

TO BE RESOLVED? 

Yes. The preferred way to define the intercarrier compensation method 

and the local calling area to be used in applying that method is through 

negotiation between the contracting parties. I believe the Staff, the 

Commission, and most, if not all, parties agree with this view. However, I 

understand the Commission also wishes to establish default options in 

the event parties’ negotiations are unsuccessful. I agree that adoption of 

default approaches relative to Issues 13 and 17 can be beneficial, as 

long as these approaches do not favor one class of carrier over any 

other. 
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IF THE COMMISSION WISHES TO ADOPT A DEFAULT APPROACH 

TO ISSUE 13, WHAT SHOULD IT BE? 

The Commission should maintain the status quo-that is, approve the 

incumbent local exchange carriers’ (ILECs’) local calling areas for 

purposes of applying intercarrier compensation. This is the most 

administratively simple and competitively neutral approach. 

HOW SHOULD THE COMMISSION RULE WITH RESPECT TO A 

DEFAULT RECIPROCAL COMPENSATION MECHANISM (ISSUE 17)? 

I would advise the Commission to defer ruling on a default intercarrier 

compensation mechanism until the FCC concludes its ongoing 

rulemaking to examine establishment of a unified intercarrier 

compensation scheme. As Mr. Beauvais testified earlier, the FCC has 

already undertaken a thorough analysis of the feasibility of a bill-and- 

keep approach for all traffic, including the local traffic at issue in this 

docket. (Developing a Unified lntercarrier Compensation Regime, Notice 

of Proposed Rulemaking, 16 FCC Rcd 9610 (2001).) Comments and 

replies have been submitted in that case and further FCC action is 

pending. Because the FCC is evaluating the same intercarrier 

compensation issue slated for resolution in this docket, the most efficient 

approach is to await the FCC’s ruling. Although I understand the 

Commission’s desire to resolve the intercarrier compensation issue on a 

state policy level, I am not aware of the carriers themselves having 

expressed any particular urgency in this regard. If the Commission 

adopts a state scheme that is inconsistent with the FCC’s, then it will 
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likely have to abandon that scheme. In that case, both the Commission 

and the carriers will have wasted considerable time and effort. 

If the Commission nevertheless decides to adopt a default compensation 

scheme for transport and termination of traffic subject to section 251 of 

the Telecommunications Act of 1996 (Act), a carefully crafted bill-and- 

keep approach that appropriately addresses critical and inextricably 

related interconnection trunking arrangements may provide benefits. 

ISSUE 13: DEFINITION OF LOCAL CALLING AREA FOR 

INTERCARRIER COMPENSATION PURPOSES 

WHAT IS THE COMMISSION’S JURISDICTION TO ESTABLISH A 

DEFAULT LOCAL CALLING AREA FOR INTERCARRIER 

COMPENSATION PURPOSES? 

I am not a lawyer, but I know that the FCC has affirmed that “state 

commissions have the authority to determine what geographic areas 

should be considered ‘local areas’ for the purpose of applying reciprocal 

compensation obligations under section 251 (b)(5), consistent with the 

state commissions’ historical practice of defining local service areas for 

wireline LECs.” (See implementation of the Local Competition Provisions 

in the Telecomm. Act of 1996, First Report and Order, 11 FCC Rcd 

15499 at para. 1035 (1996).) This authority, of course, must be 

exercised consistently with State and federal laws and regulations. While 

I call the Commission’s attention to portions of the Act and the Florida 
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Statutes that may bear on resolution of Issue 13, any legal issues relative 

to defining local calling areas for applying intercarrier compensation will 

be thoroughly addressed in Verizon's post-hearing brief. 

PLEASE IDENTIFY THE MAJOR POLICY ISSUES ASSOCIATED WITH 

DEFINING THE LOCAL CALLING AREA FOR INTERCARRIER 

COMPENSATION PURPOSES. 

In my opinion, the Commission must remain aware of a number of policy 

concerns in deciding this issue. The default definition of the local calling 

area for intercarrier compensation purposes must: (1) be competitively 

neutral, (2) avoid undermining the advancement and preservation of 

universal service, (3) be administratively easy to implement, and (4) focus 

on the end user. Continued use of the ILECs' Commission-approved 

local calling areas to define intercarrier compensation obligations serves 

these objectives. In contrast, none of these objectives will be met if the 

Commission adopts either of the proposals that were presented earlier in 

this case-(I) defining the entire LATA as the local calling area for 

applying intercarrier compensation; or (2) allowing the originating carrier 

to define the local calling area for intercarrier compensation purposes. 

DID ANY PARTY IN THIS CASE RECOMMEND A LATA-WIDE 

CALLING AREA FOR RECIPROCAL COMPENSATION PURPOSES? 

I was not involved in the earlier stage of this proceeding, but my 

understanding from reading the Staffs November 21, 2001 

Recommendation and the transcript is that no party proposed a LATA- 
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wide local calling area for reciprocal compensation purposes. (See, e.g., 

Dec. 5, 2002 Agenda Conf. Tr. at 39.) This extreme approach would 

have u n i n tended negative consequences. 

While Staff nominally acknowledged Verizon’s concerns about summarily 

doing away with the IocaVtoll distinction and access subsidy flows, it 

dismissed these concerns as relatively insignificant, stating: “The only 

difference is that Verizon will pay reciprocal compensation to whatever 

local carrier terminates that call within the LATA.” (Staff 

Recommendation, Nov. 21, 2001, at 46.) 

I respectfully disagree with Staffs view of the significance of the policy 

consequences of imposing a LATA-wide local calling area for assessing 

reci proca I compensation . LATA-wid e reci p roca I compensation wil I 

obliterate the local/toll distinction that this Commission has maintained for 

decades. This distinction is not accidental; rather, it is the product of 

deliberate policy choices by this Commission. While the Commission is 

free to change longstanding policies, it must have a thorough 

understanding of the consequences and a well-reasoned basis for the 

change. 

The Texas Public Utility Commission understood this point. It rejected 

the LATA-wide reciprocal compensation approach (proposed there by 

AT&T), holding that the ILEC’s mandatory local calling areas were the 

appropriate basis for determining reciprocal compensation obligations. 
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The Commission correctly observed that the LATA-wide proposal 

implicated ILEC access revenue streams and had “ramifications on rates 

for other types of calls, such as intraLATA toll calls,” that were beyond the 

scope of a proceeding to address intercarrier compensation for local 

traffic. (Proceeding to Examine Reciprocal Compensation Pursuant to 

Section 252 of the Federal Telecomm. Act of 1996, Arbitration Award, 

Tex. P.U.C. Docket No. 21982,2000 Tex. PUC Lexis 95; 203 P.U.R. 4‘h 

419 (2000).) 

HOW IS PROMOTION OF UNIVERSAL SERVICE RELATED TO THE 

EXISTING LOCALlTOLL REGlM E? 

Verizon witness Haynes discussed the nature and purpose of the 

local/toll distinction at length earlier in the proceeding, and his testimony 

(in my Exhibit DBT-1) is worth rereading. Briefly, the historical purpose of 

local calling area designations is to distinguish local calls from toll calls, to 

which access charges apply. This Commission’s access regime was 

established with the explicit objective of maintaining universal service. 

See Intrastate Tel. Access Charges for Toll Use of Local Exchange 

Services, Order No. 12765, at 7 (1983). As the Commission has 

acknowledged, basic local residential rates are subsidized by revenues 

from other services, such as access. (See, e.g., Report on Universal 

Service and Lifeline Funding Issues, Docket 980696-TP, vol. I, ch. Ill, p. 

22 (Feb. 1999).) If the Commission requires payment of intercarrier 

compensation on a LATA-wide basis, access revenues-and thus the 

subsidy flows to basic local rates-will diminish. 
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The Commission cannot responsibly consider doing away with the 

local/toll distinction for purposes of applying intercarrier compensation 

without also considering the negative consumer effects of eliminating 

these access subsidy flows to basic local rates. 

I believe a comprehensive treatment of that issue is beyond the scope of 

this docket, which was intended to address intercarrier compensation. If 

the Commission is inclined to make the fundamental policy shift inherent 

in approving LATA-wide reciprocal compensation payments, then all 

potentially interested parties should have fair notice and opportunity to 

comment on this major change. 

WOULD A LATA-WIDE LOCAL CALLING AREA FOR RECIPROCAL 

COMPENSATION PURPOSES BE COMPETITIVELY NEUTRAL? 

No. It would put both lXCs and ILECs at a competitive disadvantage with 

regard to intraLATA toll calling. Under the LATA-wide approach, all 

intraLATA calls handled jointly by ALECs and ILECs would be termed 

“local” and subject to reciprocal compensation. But, an intraLATA call 

that involves an IXC would still be subject to access compensation rules. 

The ILECs would, likewise, be subject to access compensation rules 

when they handle toll calls for their presubscribed customers because 

Florida law requires them to impute access costs into their intraLATA toll 

rates. Applying different intercarrier compensation rules to the same 

type of calls would give the ALECs a significant, artificial competitive 
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advantage in pricing their intraLATA calls (regardless of whether they call 

them local calls or toll calls) versus pricing based on the cost structures 

that the IXC and the ILEC (through imputation) face. 

This Commission has a keen interest in promoting fair and efficient 

competition, but it has no legitimate interest in protecting any particular 

type of competitor. When regulatory decisions artificially handicap some 

carriers, but not others, markets cannot develop properly, to the detriment 

of telecommu n ications consumers. 

PLEASE EXPLAIN FURTHER HOW ACCESS CHARGES ARE 

ASSESSED ON INTRALATA CALLS TODAY. 

Access charges are applied to intraLATA toll calls as between a local 

carrier and an IXC and as between two local carriers. 

For intraLATA toll calls carried by IXCs, the IXC pays the originating ILEC 

an originating access charge (the major components of which are an end- 

office switching charge, a transport charge, a carrier common line charge, 

an interconnection charge and a tandem switching charge) and the IXC 

pays the terminating ILEC a similar terminating access charge. In 

Verizon’s territory, the sum of originating and terminating charges 

averages about $0.09 per minute, which the IXC recovers through its toll 

charges to its customer. 

DO THESE SAME ACCESS CHARGE STRUCTURES APPLY WHEN 

10 
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A. 

Q. 

A. 

AN ALEC (RATHER THAN AN ILEC) ORIGINATES OR TERMINATES 

AN IXC’S INTRALATA TOLL CALL? 

Yes, access charges were developed to address compensation between 

all local exchange carriers and lXCs when those carriers collaborate to 

complete long distance calls. Verizon will bill the IXC access charges for 

whichever end of the call Verizon handles (originating or terminating). 

The ALEC, likewise, can be expected to charge the IXC an access rate 

for the other end of the call. The following depicts the various end-user 

charges and intercompany charges for intraLATA toll that occur under 

today’s set of rules: 

Table 1 

Compensation Between ( I )  ILECs or ALECs and (2) lXCs When They 

Collaborate to Complete IntraLATA Toll Calls 

(Current Rules) 

ILEC or ALEC 

Oriqinating Call - IXC Terminatinq Call 

Charges the IXC for 

Originating access for toll service terminating access 

LEC or ALEC 

Charges the end-user Charges the IXC for 

WHAT HAPPENS TODAY WHEN THERE IS NO IXC INVOLVED, AND 

THE ILEC AND ALEC COLLABORATE TO COMPLETE AN 

INTRALATA TOLL CALL? 

When an ILEC and an ALEC collaborate to complete an intraLATA toll 

call (excluding toll free services such as 800/888), the following 

11 
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compensation flows apply: 

Table 2 

Compensation Between ILECs and ALECs When They Collaborate to 

Complete IntraLATA Toll Calls 

(Current Rules) 

ILEC Originating Call 

Charges the end-user for toll service 

ALEC Originating Call 

Charges the end-user for toll service 

ALEC Terminating Call 

Charges the ILEC for terminating 

access 

LEC Terminating Call 

Charges the ALEC for terminating 

Access 

IF AVERIZON CUSTOMERTHAT IS PRESUBSCRIBED TO VERIZON 

FOR INTRALATA LONG DISTANCE MAKES A TOLL CALL TO 

ANOTHER VERIZON CUSTOMER, DOES VERIZON PAY ACCESS 

CHARGES? 

Since the total call is handled by Verizon, there is no explicit payment of 

access charges. As I mentioned above, however, state law requires 

ILECs to “impute” the cost of access charges into their intraLATA toll 

rates. (Chapter 364, Section 364.051 (6)(c)).  This imputation requirement 

assures that Verizon’s toll rates reflect a cost structure that is consistent 

with that of the IXCs; thus, assessment of access charges is 

competitively neutral as between Verizon and the lXCs that depend on 

12 



0 9 5  

1 

2 

3 Q. 

4 

5 

6 A. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 Q. 

24 

25 

Verizon’s facilities for provisioning of their toll services. 

WOULD A LATA-WIDE CALLING AREA FOR RECIPROCAL 

COMPENSATION PURPOSES FAVOR ONE CLASS OF CARRIERS 

OVER ANOTHER? 

Yes. The FCC requires the reciprocal compensation rate to equal the 

economic cost of the underlying facilities used to terminate traffic; this 

rule necessarily precludes inclusion of implicit support for universal 

service objectives. So under a LATA-wide reciprocal compensation 

structure, the ALEC’s new cost structure for what was access traffic is 

now: Total Direct Cost of a ALEC Call = The ALEC’s Originating Facility 

and Transport Costs plus the ILEC’s Reciprocal Compensation Charge. 

Thus, whereas the ALEC today pays at least something toward universal 

service support through the access charge structure, it would pay nothing 

under the LATA-wide reciprocal compensation proposal-again, because 

reciprocal compensation, unlike access charges, does not include any 

implicit support for the advancement and preservation of universal 

service. Because significant amounts of such support continue to exist in 

the IXCs’ toll cost structure and in the ILECs’ imputed toll cost structure, 

the lXCs and the ILECs are artificially disadvantaged in their provision of 

toll vis a vis the ALECs. 

WILL DESIGNATING THE LATA AS THE LOCAL CALLING AREA 

FOR APPLYING INTERCARRIER COMPENSATION CREATE NEW 

ARB IT RAG E 0 P P 0 RT U N IT I E S ? 
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Yes. This approach enhances the ALECs’ opportunities to arbitrage the 

ILEC’s existing rate structures. Notice that when ILECs or ALECs 

collaborate with an IXC to complete long-distance calls under the LATA- 

wide approach, the inter-company compensation with the IXC would be 

the same as it is now: 

Table 3 

Compensation Between (1) ILECs or ALECs and (2) lXCs When They 

Collaborate to Complete IntraLATA Toll Calls 

(LATA-wide Reciprocal Compensation Scenario) 

ILEC or ALEC 

Originating Call Terminating Call 

Charges the IXC for Charges the end-user for toll 

Originating access service terminating access 

LEC or ALEC 

Charges the IXC for 

But under the LATA-wide reciprocal compensation scenario, when 

an ILEC and an ALEC collaborate to complete what was previously an 

intraLATA toll call (excluding toll free services such as 800/888), 

terminating access charges would be replaced with a reciprocal 

compensation charge (which is significantly less than access charges): 

Table 4 

Compensation Between ILECs and ALECs When They Collaborate to 

Complete IntraLATA Toll Calls 

( LATA-wide Reciprocal Compensation Scenario) 

ILEC Originating Call ALEC Terminating Call 
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Charges the end-user for toll service 

ALEC Originating Call 

Charges the end-user for toil service 

9 9 7  

Charges the ILEC the reciprocal 

Compensation rate 

LEC Terminating Call 

Charges the ALEC the reciprocal 

Compensation rate 

The point is that competitive neutrality must be evaluated by 

looking at all the participants in the marketplace, not just a selected few. 

The LATA-wide reciprocal compensation approach ignores this simple 

fact. It would confer an artificial cost advantage upon the ALECs 

because the ALEC, unlike the lXCs and the ILECs, would pay nothing to 

support universal service. Nothing about this proposal is competitively 

neutral. 

15 

16 Q. WOULD USING THE ORIGINATING CARRIER’S RETAIL LOCAL 

17 CALLING AREA TO DEFINE LOCAL CALLING AREA FOR RECIPROCAL 

18 COMPENSATION PURPOSES FAVOR ONE CLASS OF CARRIERS 

19 OVER ANOTHER? 

20 A. Yes. Basing intercarrier compensation on the originating carrier’s retail local 

21 calling area would be even worse than LATA-wide reciprocal compensation. 

22 This approach is administratively infeasible and fraught with irrational 

23 outcomes. It could enable ALECs to pay lower reciprocal compensation 

24 rates for outbound traffic, to receive higher access rates for inbound traffic, or 

25 even a combination of the two, exacerbating the problems identified in 
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relation to LATA-wide reciprocal compensation. 

A simple example will prove the unacceptable nature of this proposal. 

Tampa and Sarasota are not in the same Commission-approved Verizon 

local calling area. But under the originating carrier scenario, they could 

be in the same local calling area of an ALEC. In that situation, when a 

Verizon Tampa subscriber calls an ALEC’s Sarasota subscriber, Verizon 

would be required to pay the ALEC access to terminate the call. 

However, under this hypothetical situation, when an ALEC customer in 

Sarasota calls a Verizon customer in Tampa, the ALEC avoids paying 

Verizon’s terminating access charges and instead pays only the lower 

reciprocal compensation rate. Thus, for identical calls between Tampa 

and Sarasota, the ALEC would collect a higher rate for calls from Verizon 

customers, but pay a lower rate for calls originated by its customers. The 

inequity of basing intercarrier compensation on the originating carrier’s 

local calling areas is obvious. Like the LATA-wide compensation plan, 

this plan is not competitively neutral and would encourage gaming of the 

system. 

A very simple example of such gaming would be that in the above 

situation, an ALEC may set up shop to market outbound calling services. 

In that case, it may establish a large “local” calling area for its retail 

customers, and would, under this misguided proposal, pay the lower 

reciprocal compensation rate for calls that would otherwise be subject to 

terminating access charges. But the same ALEC may instead choose to 
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market inbound calling services. In that case, it would charge higher 

terminating access rates for its inbound traffic-for calls between the 

same local exchange carriers and the same geographic points to which it 

pays the lower reciprocal compensation rate. 

The direction of the call should play no part in the determining how 

intercarrier compensation should be assessed. As Mr. Dowds observed 

when the originating carrier option was raised at the agenda conference: 

[I]t just strikes me as highly anomalous that the form of 

compensation will differ based upon the direction of the 

call, which is really what you’re, you’re allowing for here. It 

seems to me that you’ve encouraged gaming. 

(Agenda Conf. Tr. 64.) 

Mr. Dowds is exactly right about the effects of using the originating 

carrier’s local calling area to determine the form of intercarrier 

compensation. This approach will prompt ALECs to formulate business 

plans based on avoiding access charges and receiving maximum 

reciprocal compensation-rather than focussing on the end user. The 

Commission should not facilitate this kind of behavior, which does 

nothing to further true competition. 

25 Q. PLEASE COMMENT ON THE ADMINISTRATIVE PROBLEMS 
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ASSOCIATED WITH USING THE ORIGINATING CARRIER’S RETAIL 

LOCAL CALLING AREA FOR RECIPROCAL COMPENSATION 

PURPOSES? 

Staff was correct in concluding that allowing the originating carrier to 

define the local calling area for intercarrier compensation purposes would 

be administratively infeasible. Each ALEC may have its own originating 

local calling area, or may have multiple local calling options; given their 

regulatory freedoms, these ALECS may change their calling areas any 

time virtually at will. Not only the ILECs-but every ALEC-would have 

to attempt to track these changes and build and maintain billing tables to 

implement each local calling area and associated reciprocal 

compensation application. Administration is even further complicated if 

one assume that local calling areas may extend within or beyond LATA, 

or even state boundaries. 

For reasons of equity and practicality, a uniform standard must be used 

to determine whether a call is subject to the payment of reciprocal 

compensation or access charges. That standard has been and should 

continue to be whether the call originates and terminates within an ILEC’s 

local calling area; it brings the highest degree of competitive neutrality 

among ILECs, IXCs, and ALECs when assessing access or reciprocal 

compensation . 

ASIDE FROM COMPETITIVE NEUTRALITY PROBLEMS, HOW 
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WOULD LATA-WIDE RECIPROCAL COMPENSATION OR 

INTERCARRIER COMPENSATION BASED ON THE ORIGINATING 

CARRIER’S RETAIL LOCAL CALLING AREA AFFECT THE 

COMMISSION’S MISSION TO PROMOTE UNIVERSAL SERVICE? 

To the extent that ALECs can substitute reciprocal compensation 

payments for access charge payments, they also avoid supporting 

universal service. As I’ve explained, access charges include 

contributions to basic local rates, while reciprocal compensation 

payments do not. Thus, the proposals for LATA-wide reciprocal 

compensation and for using the originating carrier’s retail local calling 

area to define reciprocal compensation obligations directly conflict with 

the objective of preserving and advancing universal service, which 

Congress explicitly affirmed: 

All providers of telecommunications services should make 

an equitable and nondiscriminatory contribution to the 

preservation and advancement of universal service. (Act, 

Section 254(b)(4)) 

There is no explicit universal service fund in Florida, so all state 

support for universal service is generated implicitly within the 

ILECs’ rate structures--whether through switched access, toll, or 

other rate elements. Paying reciprocal compensation rates for 

what have always been designated as access traffic allows the 

ALECs to take implicit universal service support flows out of the 

system-contrary to Congress’ expressed intention for all carriers 
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to equitably contribute to preservation and advancement of 

universal service. 

GIVEN THESE ANTICOMPETITIVE AND ANTICONSUMER EFFECTS, 

WHY WOULD THE STAFF HAVE PROPOSED LATA-WIDE 

RECIPROCAL COMPENSATION? 

I know that Staff intended its recommendation as to the definition of local 

calling area for reciprocal compensation purposes to be competitively 

neutral and that it would not knowingly propose a solution that is at odds 

with universal service objectives. But because no party proposed LATA- 

wide reciprocal compensation in this proceeding, there was insufficient 

opportunity to fully inform Staff and the Commission of the consequences 

of LATA-wide reciprocal compensation for competitive neutrality or other 

important policy objectives, like maintenance of universal service. Now 

that I have explained those consequences, there can be no doubt that 

the LATA-wide approach (or intercarrier compensation based on the 

originating carrier’s retail local calling area) would not be competitively 

neutral or consistent with universal service objectives. 

Aside from competitive neutrality considerations, Staff appears to have 

believed that LATA-wide reciprocal compensation was superior to the 

options proposed by the parties for two reasons: ( I )  it would be easy to 

administer; and (2) it would give the ALECs’ leverage in interconnection 

negotiations. (See, e.g., Agenda Conf. Tr. at 43, 48.) This is not sound 

rat ion a I e for adopting LATA-wid e reci p roca I compensation . 
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WOULD LATA-WIDE RECIPROCAL COMPENSATION BE EASIERTO 

ADMINISTER THAN THE CURRENT SYSTEM OF DEFINING 

INTERCARRIER COMPENSATION OBLIGATIONS WITH REFERENCE 

TO THE ILECS’ LOCAL CALLING AREAS? 

No. LATA-wide reciprocal compensation has no advantage over the 

existing system of defining intercarrier compensation by using the ILECs’ 

tariffed local calling areas. The current system has the advantage 

because it has worked well over the years and it is easier to maintain an 

existing, proven system than to implement and administer a new one. 

More important, under the current system, all carriers in Florida have an 

absolute understanding as to what is considered local traffic and what is 

considered toll traffic for intercarrier compensation purposes. In addition, 

the current system does not vary between type of carrier (e.g., ILEC, IXC, 

or ALEC) and all carriers have systems in place that can handle existing 

rules. 

CAN YOU COMMENT ON THE APPARENT OBJECTIVE OF GIVING 

THE ALEC NEGOTIATING LEVERAGE OVER THE ILEC? 

The Commission should never strive to give one party a negotiating 

advantage over the other by establishing a default that deliberately favors 

one party. This outcome would defeat the Act’s preference for 

negotiation over regulatory fiat, because the “favored” party would have 

no incentive to engage in good faith negotiations. The Commission 

should implement only policies that favor efficient competition, not 
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particular competitors. 

ARE THE PROPOSALS TO USE THE ENTIRE LATA OR THE 

ORIGINATING CARRIER’S RETAIL LOCAL CALLING AREA TO 

ASSESS RECIPROCAL COMPENSATION CONSISTENT WITH 

FLORIDA LAW? 

I am not a lawyer, but the Florida Statutes seem to prohibit circumvention 

of access charges for terminating calls. Specifically Section 364.1 6(3)(a) 

states: 

No local exchange telecommunications company or 

alternative local exchange telecommunications company 

shall knowingly deliver traffic, for which terminating access 

service charges would otherwise apply, through a local 

interconnection arrangement without paying the appropriate 

charges for such terminating access service. 

I 

For at least 15 years since this Commission established its access 

regime, all providers have known exactly what traffic constituted calls to 

which terminating access charges would apply. Redefining the ALECs’ 

traffic (and only the ALECs’ traffic) through implementation of LATA-wide 

reciprocal compensation or through intercarrier compensation based on 

the originating carrier‘s retail local calling area seems to be exactly the 

kind of end-run around access charges that the Legislature intended to 

prevent . 

WOULD PAYMENT OF RECIPROCAL COMPENSATION ON ALL 
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CALLS WITHIN THE LATA BE CONSISTENT WITH THE 

COMMISSION’S DECISION AS TO VIRTUAL NXX CALLS? 

No. At its December 5,2001 Agenda Conference, the Commission ruled 

that carriers should be permitted to assign telephone numbers to users 

physically located outside the rate center to which those telephone 

numbers are homed; and that intercarrier compensation ;or these “virtual 

NXX” calls should be based upon the physical end points of the call. The 

Commission accepted Staffs conclusion that “calls to virtual NXX 

customers located outside of the local calling area to which the NPNNXX 

is assigned are not local calls for purposes of reciprocal compensation.” 

(Staff Rec. at 94 (emphasis added).) Under this rationale, virtual NXX 

calls are not local calls for intercarrier compensation purposes, because 

their end points are not within the same local calling area of the ILEC. 

“Staff believes that the classification of traffic as either local or toll has 

historically been, and should continue to be, determined based upon the 

end points of a particular call.” (Staff Rec. at 93.) “[llt seems reasonable 

to apply access charges to virtual NXWFX traffic that originates and 

terminates in different local calling areas.” (Id. at 95.) 

The Commission has thus held that intercarrier compensation obligations 

are determined by reference to the ILECs’ established local calling areas. 

Under the Commission’s decision on Issue 15, an ALEC is free to market 

virtual NXX service, but virtual NXX traffic is not local for purposes of 

applying reciprocal compensation because they traverse ILEC local 

calling area boundaries. If the Commission adopts LATA-wide reciprocal 
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compensation on Issue 13, however, reciprocal compensation will apply 

to virtual NXX calls within the LATA. Obviously, an Order that makes 

contradictory rulings cannot be enforced. 

The Commission has already determined that the existing IocaVtoll 

distinction embodied in the ILECs’ tariffs and understood by all carriers 

should drive intercarrier compensation. Verizon urges the Commission to 

apply this same logic to Issue 13 and to reject both LATA-wide reciprocal 

compensation and intercarrier compensation based on the originating 

carrier’s retail local calling area. 

WHAT EFFECT, IF ANY, WOULD A LATA-WIDE RECIPROCAL 

COMPENSATION PLAN OR AN ORIGINATING CARRIER PLAN HAVE 

ON END USERS AND RETAIL RATES? 

It is hard to predict with any certainty the immediate end-user effects of 

LATA-wide reciprocal compensation, If disassociating retail local calling 

areas from the definition of local calling areas for intercarrier 

compensation purposes confers preferential treatment on certain 

competitors (e.g., by lowering their cost structure), then those favored 

competitors may either pocket the cost savings and/or share some of 

them with their customers-thereby gaining an artificial, non-economic 

price advantage in what should be a competitively neutral setting. If the 

favored competitors are not efficient providers or seek to maximize their 

own profits, then there is little likelihood that their customers will see any 

benefits, even in the short term. 
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But it is easy to predict the long-term impacts of such a decision. The 

artificial cost advantage that LATA-wide local calling or intercarrier 

compensation based on the originating company’s retail local calling area 

would give the favored competitors would come directly from the dollars 

used today to support universal service objectives. Ultimately, this 

situation could put upward pressure on local rates, if the ILECs are to 

continue to be the principal supporter of the Commission’s universal 

service objectives. 

WHAT WOULD BE THE FINANCIAL IMPACT IF TODAY’S INTRALATA 

TOLL CALLS BETWEEN ILECS AND ALECS BECOME SUBJECT TO 

RECIPROCAL COMPENSATION INSTEAD OF ACCESS CHARGES? 

This is a complicated question, because the answer requires several 

assumptions about what unintended future consequences will follow from 

a change in determining how intercarrier compensation is assessed. If 

one were to look at today’s traffic flows between the ILEC and the ALEC, 

they could simply compute the change in expenditures resulting from the 

migration to reciprocal compensation rates from access rates. If the 

traffic volumes were relatively in balance between the two parties and 

they were using equal rate levels, then the financial impact would likely 

be minimal. But the ultimate revenue exposure needs to incorporate the 

shift in the competitive landscape that would result from enhancing the 

ALEC’s competitive cost structure by replacing access charge payments 

with relatively lower reciprocal compensation payments. 
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As I have previously discussed, this scenario would not be competitively 

neutral to lXCs or to ILECs (which are required to impute access charges 

into their intraLATA toll rates). The lXCs and the ILECs would still incur 

access costs for both terminating and originating facilities, while the 

ALECs would enjoy the artificial cost advantage gained through paying 

reciprocal compensation (rather than access charges) when an ILEC 

terminates a call for them. As ALECs win toll volumes away from lXCs 

through this artificial advantage, not only are the lXCs affected, but the 

ILECs' revenue streams are also dramatically affected by the loss of 

access revenues generated by IXCs. This is not an inescapable outcome 

of competition; it is, instead uneconomic and unwarranted arbitrage. 

The future financial impact on the ILEC must also incorporate the 

inevitable gaming that will occur between or among ALECs and lXCs to 

convert all toll usage to local usage. It is unrealistic to expect that a price 

difference for transport and termination for identical intraLATA traffic 

could be sustained based on the "identity" of one of the parties, 

especially when many Florida ALECs are also IXCs. These companies 

make no secret of their motivation to avoid paying access charges (see, 

e.g., Agenda Conf. Tr. at 50), and they can be expected to take full 

advantage of any regulation allowing them to further this objective. As 

such, the ILEC's revenues from intraLATA access charges would 

ultimately decrease by the percent difference between access charge 

rate levels and reciprocal compensation rate levels. 
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Q. MUST LOCAL CALLING AREAS FOR INTERCARRIER 

COMPENSATION PURPOSES MIRROR THE LOCAL CALLING 

AREAS ESTABLISHED FOR RETAIL PURPOSES? 

No. Verizon agrees that all carriers should remain free to determine their 

own retail calling areas. Continuing to use existing local/toll conventions 

to determine intercarrier compensation obligations will not affect the 

ALECs’ ability to define their own retail local calling areas in any manner 

they wish. But regulations should not give ALECs the ability to change 

their overall cost structure-and affect the competitive landscape and 

universal service by support flows-by redefining the reciprocal 

compensation and access charge structure. 

A. 

ISSUE 17: DEFAULT RECIPROCAL COMPENSATION MECHANISM 

Q. 

A. 

THE COMMISSION HAS ASKED FOR ADDITIONAL INPUT ON THE 

MERITS OF A BILL-AND-KEEP DEFAULT COMPENSATION 

APPROACH. HOW DOES THIS APPROACH WORK? 

Under a bill-and-keep system, each carrier interconnects its facilities to 

those of other carriers and traffic flows between and among networks 

according to the carriers’ interconnection agreements. The parties do not 

bill each other for termination of traffic, but are instead expected to 

recover their respective costs from their end users. 
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DOES THE COMMISSION HAVE THE AUTHORITY TO ESTABLISH A 

BI LL-AN D-KEEP INTERCARRI ER COMPENSATION MECHANISM 

FOR SECTION 251 TRAFFIC? 

Yes. The FCC has given the States explicit authority to impose bill-and- 

keep arrangements for termination of local traffic “if the state commission 

determines that the amount of local telecommunications traffic from one 

network to the other is roughly balanced with the amount of local 

telecommunications traffic flowing in the opposite direction, and is 

expected to remain so.” (FCC Rule 51.71 3(b).) 

SO MUST THE COMMISSION FIND THAT TRAFFIC IS IN BALANCE 

BEFORE IT CAN IMPOSE BILL-AND-KEEP FOR ANY PAIR OF 

CARRIERS? 

No. Subsection (c) of the above-quoted Rule 51.71 3 states: “Nothing in 

this section precludes a state commission from presuming that the 

amount of local telecommunications traffic from one network to the other 

is roughly balanced with the amount of local telecommunications traffic 

flowing in the opposite direction and is expected to remain so, unless a 

party rebuts such a presumption.” So there is no need for the 

Commission to make any factual findings that traffic is balanced before it 

concludes that a bill-and-keep policy preference is justified. In fact, it 

would be impossible for the Commission to do so in this generic docket. 

Inquiries about balance of traffic are necessarily specific to pairs of 

carriers; traffic flows between different carrier pairs will have different 

characteristics. As Commissions elsewhere have recognized, there is no 
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barrier to adopting a policy preference for bill-and-keep with the proviso 

that it will apply until traffic is out of balance by a specified amount. Of 

course, the FCC rule allows carriers to rebut the presumption that traffic 

is in balance, so no carrier will be forced to operate under bill-and-keep 

where it may not be the most appropriate choice. 

SHOULD THE COMMISSION ESTABLISH A STANDARD FOR 

“ROUGHLY IN BALANCE” BY WHICH COMPANIES CAN REBUT THE 

PRESUMPTION IN LATER PROCEEDINGS? 

If the Commission establishes a default compensation mechanism, it 

should also adopt a standard for “roughly in balance.” Verizon would 

recommend that the Commission define traffic as roughly in balance if the 

traffic imbalance is less than 10% in any three-month period. This is the 

parameter in Verizon’s Interconnection Agreement with AT&T (and other 

ALECs that have adopted that Agreement). 

TO WHOM WOULD A CARRIER MAKE A SHOWING THAT TRAFFIC 

IS NOT IN BALANCE IF IT WISHED TO REBUT THE PRESUMPTION? 

The interconnecting ALEC and ILEC should first attempt to resolve any 

traffic balance matters themselves, using Commission rules for guidance. 

If carriers cannot come to agreement on whether traffic is balanced for 

purpose of applying a bill-and-keep scheme, then the Commission would 

need to resolve the dispute. 

EVEN THOUGH THE COMMISSION HAS THE AUTHORITY TO 
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ORDER BILL-AND-KEEP IN THIS GENERIC PROCEEDING, SHOULD 

IT ORDER ANY DEFAULT COMPENSATION MECHANISM AT THIS 

TIME? 

No. As I stated at the outset, the FCC has launched its own proceeding 

to establish a reciprocal compensation mechanism for all traffic subject to 

Section 251 of the Act, including the traffic at issue in this case. To avoid 

potentially conflicting rulings and subsequent revisions to the state 

scheme, Verizon has recommended that the Commission retain the 

record in this case, but defer any ruling until the FCC rules. 

If, however, the Commission decides to move forward with a decision at 

this time, Verizon agrees that it should adopt a default compensation 

mechanism. Carriers should know what the arrangement will be if they 

are unable to agree. These default arrangements should be simple and 

clear. A carefully designed bill-and-keep mechanism may be a good 

default approach if the mechanism includes provisions that reasonably 

assign the cost of transport between the interconnecting carriers. 

IN THAT REGARD, WHAT CRITERIA SHOULD THE COMMISSION 

USE TO DESIGN A BILL-AND-KEEP COMPENSATION MECHANISM? 

Consistent with Verizon’s position at the FCC, an appropriate default 

mechanism would: 

(1) produce the correct incentives for the development of an 

efficient network that minimizes the overall costs involved in 

in te rcon n ection , 
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discourage game-playing and arbitrage, 

contain a rational geographic limit on the obligation to 

deliver traffic, and 

reasonably assign the cost of transport between 

interconnecting carriers in a symmetrical manner that does 

not penalize any carrier. 

The default mechanism should not favor one party over the other nor 

should it hamper either party’s ability to recover the costs they incur due 

to interconnection requirements (or to offset those costs with expense 

reductions). 

CAN VERIZON RECOMMEND A DEFAULT MECHANISM THAT 

SATISFIES THOSE CRITERIA? 

Yes, Verizon has already presented one model that does so in its 

Comments in the FCC’s Unified Intercarrier Compensation Rulemaking. 

This model (explained in Verizon’s FCC Reply Comments, attached as 

Ex. DBT-2), was devised in direct response to the FCC’s specific 

questions on how bill-and-keep would affect interconnection (point of 

interconnection (POI) and interconnection point (IP) requirements) and 

transport costs. 

Any bill-and-keep proposal must, among other components, continue to 

require efficient direct trunking. Absent specific requirements, originating 

carriers may impose network inefficiencies, costs, and significant switch 
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1 augmentation requirements on terminating carriers because there is no 

2 longer a price incentive to deliver traffic to the point of switching nearest 

3 the terminating end user. For example, absent requirements or 

4 incentives, originating ALECs could deliver terminating traffic to the ILEC 

5 tandem, quickly exhausting tandem switching and transport facilities with 
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local traffic volumes and causing resulting congestion, blocking, and 

facilities expense. 

One solution would be to apply bill-and-keep only at the point of switching 

nearest the terminating end user (for example, the serving end office in a 

traditional ILEC network). Another solution may be a more 

comprehensive interconnection architecture standard establishing 

common interconnection point locations that do not unfairly benefit one 

class of carriers at the expense of another by requiring the originating 

carrier to deliver allegedly “local” traffic to distant interconnection points. 

WOULD VERIZON’S DEFAULT PROPOSAL TO ADDRESS CRITICAL 

INTERCONNECTION ARCHITECTURE OBLIGATIONS REQUIRE THE 

COMMISSION TO RECONSIDER ITS VOTE ON ISSUE 14, 

CONCERNING PLACEMENT OF THE POI? 

That may well be the case. But this fact should not stop the Commission 

from giving due consideration to all aspects of Verizon’s generic bill-and- 

keep proposal. If the Commission is inclined to establish a bill-and-keep 

approach, it is critical to define its particulars in a way that will best further 

the four objectives I listed above--and which this Commission presumably 
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sup ports. 

However, even if the Commission orders a less efficient network design 

than Verizon has described here or in the attached FCC Comments, 

Verizon still believes a bill-and-keep intercarrier compensation approach 

can provide benefits over today's method of explicit billing. 

WILL THE ADOPTION OF BILL AND KEEP ARRANGEMENTS AS A 

DEFAULT MECHANISM MINIMIZE THE NEED FOR REGULATORY 

INTERVENTION FOR THE IMMEDIATE TERM AND FOR THE 

FUTURE? 

I believe so. I would expect regulatory intervention to occur primarily 

when parties cannot agree to whether traffic is in balance between them 

under the Commission-defined standard. 

WHAT ARE THE QUANTIFIABLE TRANSACTION COSTS 

(MEASURING AND BILLING COSTS) THAT WOULD BE AVOIDED BY 

THE ADOPTION OF BILL AND KEEP ARRANGEMENTS? 

Verizon would expect to continue to measure the traffic it terminates from 

ALECs, if for no other purpose than to facilitate the determination of 

whether the traffic was "roughly balanced" or not. Verizon has not 

quantified the billing costs which would be avoided through a default 

standard of bill and keep mechanism, but doing away with bills (and 

billing disputes) would obviously eliminate significant costs. 

25 
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25 A. 

PLEASE SUMMARIZE YOUR TESTIMONY. 

As to Issue 13, there is only one rational, pro-competitive approach to 

defining a default local calling area for purposes of intercarrier 

compensation. The Commission should maintain existing conventions 

under which the ILECs’ mandatory local calling areas determine 

intercarrier compensation obligations. Retention of ’the status quo 

minimizes market distortions, mitigates impacts on universal service 

support flows, and is consistent with state and federal law and 

regulations. Continuing to use the ILECs’ local calling areas for 

intercarrier compensation purposes will leave all carriers free to define 

their own retail local calling areas as they see fit. 

As to Issue 17, the Commission should decline to order a default 

intercarrier compensation mechanism for section 251 traffic at this time. 

Because the FCC has undertaken the same effort, it is best to await the 

FCC’s decision rather than expend more time and resources 

implementing an approach that may well need to be abandoned in the 

event of an inconsistent FCC ruling. If the Commission decides to order 

a default mechanism now, it should be bill-and-keep, with the efficient 

architecture conditions I have outlined in this testimony, and only for 

traffic between two local exchange carriers within the established ILEC 

local calling areas. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 
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REBUTTAL TESTIMONY OF DENNIS B. TRIMBLE 

1. INTRODUCTION 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND TITLE. 

My name is Dennis B. Trimble. My business address is 600 Hidden 

Ridge, Irving, Texas, 75038. I am employed by Verizon Services Group 

Inc. as Executive Director - Regulatory and am representing Verizon 

Florida Inc. (“Verizon”) in this proceeding. 

ARE YOU THE SAME DENNIS B. TRIMBLE WHO PREVIOUSLY FILED 

DIRECT TESTIMONY IN THIS DOCKET? 

Yes, I am. 

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY? 

I respond to the comments and policy recommendations of the other 

witnesses who filed Direct Testimony in this proceeding. I will first 

address the other parties’ proposals for definition of local calling area for 

reciprocal compensation purposes, then turn to their recommendations 

for the default reciprocal compensation mechanism. 

11. DEFAULT CALLING AREAS FOR RECIPROCAL 

CO M P E N SATION PU RPOSES 

IS THERE GENERAL AGREEMENT THAT NEGOTIATIONS SHOULD 

CONTINUE TO BE THE PRIMARY MEANS OF DEFINING THE LOCAL 

CALLING AREA FOR RECIPROCAL COMPENSATION PURPOSES? 

1 
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Yes. The parties generally concur that negotiations should continue to 

guide the development of intercompany reciprocal compensation 

agreements. The AT&T Companies’ witness Cain sums up the 

consensus that “the Commission should continue to encourage 

negotiation’’ (Cain Direct Testimony (DT), p. 4), with any default approach 

governing only if negotiations fail. 

Only Sprint Corporation (Sprint) seems to believe that the Commission 

should not leave the local calling area definition to negotiations in the first 

instance. (Hunsucker Re-filed Rebuttal Testimony (RT), p. 2). 

DID ANY PARTY OPPPOSE USING THE ILEC’S LOCAL CALLING 

AREA AS THE DEFAULT FOR RECIPROCAL COMPENSATION 

PURPOSES? 

Three parties filed new testimony in support of something other than the 

ILECs’ current local calling areas as the default for reciprocal 

compensation purposes--the AT&T Companies (AT&T Communications 

of the Southern States, LLC, AT&T Broadband Phone of Florida, LLC 

and TCG South Florida, Inc.), MCI WorldCom, Inc. (WorldCom), and 

Florida Digital Network (FDN). 

Witness Barta, testifying on behalf of the Florida Cable 

Telecommunications Association (FCTA), took no position on the default 

local calling area. The remaining parties would support using the ILECs’ 

local calling areas to define reciprocal compensation obligations. These 
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include ALLTEL (“The local calling area should be defined as the retail 

local calling area of the ILEC for the purposes of reciprocal 

compensation” (Busbee DT, p. 4)); Sprint (“The ILEC’s local calling 

scope, as defined by tariff and including mandatory EAS, should define 

the appropriate local calling scope for reciprocal compensation purposes 

of wireline carriers” (Ward DT, p. 2)); and BellSouth. While BellSouth 

continues to believe that it would be feasible to use the originating party’s 

local calling area to define reciprocal compensation obligations (Shiroishi 

DT at 5-6), Ms. Shiroishi concludes her testimony by requesting that the 

Commission set “the ILEC’s geographic calling scope (as defined by the 

ILEC’s tariff)” as the default for assessing reciprocal compensation. 

(Shiroishi DT at 14.) 

PLEASE DESCRIBE THE AT&T COMPANIES’ PROPOSAL. 

Unlike AT&T’s earlier testimony in this phase of the docket, the AT&T 

Companies now strongly support the use of a LATA-wide local calling 

area for intercarrier compensation--not only for calls jointly handled by 

ILECs and ALECs, but seemingly for all intraLATA calls: 

Any call that originated and terminated in the same LATA 

would be considered a local call, and the terminating provider 

would receive reciprocal compensation for terminating it. 

Terminating providers would continue to receive access 

charges for interLATA calls, as they do today (Cain DT, pp. 

6-7, emphasis added) 
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A LATA-wide local calling area results in the elimination of 

intraLATA toll charges for various paths that a call takes and 

eliminates the need to input different rates for those calls. 

Instead, a call is rated the same no matter what dialing 

pattern is used .... (Cain DT, pp. 8-9) 

In other words, AT&T recommends a wholesale restructuring of the 

existing access regime--apparently, not only for LECs handling 

intraLATA traffic, but also for third party interexchange carriers 

(IXCs) providing no local exchange service on either end of the call. 

Under Mr. Cain’s proposal, no company would pay intrastate access 

charges on any call originating and terminating in the LATA. In fact, 

as I discuss later, Mr. Cain would eliminate access charges even for 

interCATA calls if they are virtual NXX calls (Le., calls made using a 

local telephone number). Thus, even though reciprocal 

compensation is a concept specific to exchange of traffic between 

local carriers, AT&T would extend its LATA-wide reciprocal 

compensation scheme to IXCs, as well. 

Mr. Cain’s testimony proves that what I warned against in my Direct 

Testimony will surely come to pass-that is, if a LATA-wide calling area is 

approved for reciprocal compensation purposes, gaming will occur 

between or among ALECs and lXCs to convert all toll usage to local 

usage (Trimble DT, p. 29). Many of the large lXCs (including AT&T) have 

ALEC operations. It is no secret that the IXCs’ key policy mandate is to 

& 
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reduce or eliminate access charges. AT&T’s proposed LATA-wide calling 

area for reciprocal compensation purposes would give the lXCs just the 

platform they need to achieve this objective for all intraLATA calls, 

whether they’re carried by the ALEC or IXC operation of a particular 

company. 

ARE YOU SAYING THAT ORDERING A LATA-WIDE CALLING AREA 

FOR RECIPROCAL COMPENSATION PURPOSES WILL ALTER THE 

EXISTING ACCESS REGIME? 

Yes. The Commission should make no mistake about this fact. If it 

approves LATA-w ide reci p roca I com pe n sa t io n-w h et h e r it is AT&T’ s 

proposal covering all intraLATA calls or whether it extends only to calls 

exchanged by ILECs and ALECs-access charges will no longer apply to 

calls that are subject to them today. 

I am not sure the Commission can lawfully take such action. As I stated 

in my Direct Testimony, Section 364.16(3)(a) of the Florida Statutes 

would seem to prohibit the circumvention of access charges for 

terminating toll calls (Trimble DT, p. S). ALLTEL witness Busbee also 
zz 

makes a good point that changes in the Florida access charge regime are 

within the authority of the Florida legislature and not this Commission 

(Busbee DT, p. 5). I am not a lawyer, so I can only raise these issues for 

the Commission’s consideration; these legal issues will be fully 

addressed in Verizon’s posthearing brief. 
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WHETHER OR NOT A CALL IS LOCAL FOR INTERCARRIER 

COMPENSATION PURPOSES? 

Mr. Cain proposes that: “In a LATA-wide local calling area, the NPA-NXX 

of the calling and called parties would be used to determine the points of 

origination and termination.” (Cain DT, p. 7.) In other words, reciprocal 

compensation, rather than access charges, would be paid on all calls- 

even those carried beyond LATA boundaries--that appear to be local 

calls because of their NPA-NXX. This is exactly the approach the 

Commission already rejected when it ruled on the virtual NXX issue 

(Issue 15) on December 5,2001. Specifically, the Commission approved 

Staffs conclusion that “virtual NXX calls that terminate outside of the 

local calling area associated with the rate center to which the NPNNXX is 

homed are not local calls.” (Staff Recommendation (Staff Rec.) in this 

docket, p. 96 (Nov. 21, 2001).) The Commission’s decision on Issue 15 

thus precludes it from approving Mr. Cain’s proposal, which would require 

the directly opposite conclusion--that virtual NXX are local calls, such ihai 

reciprocal compensation must be paid on them. 

In fact, as I pointed out in my Direct Testimony, the only local calling area 

default that can be squared with the Commission’s vote on Issue 15 is 

the ILEC’s local calling area. As the Staff Recommendation CoriciUdzs, 

“the classification of traffic as either local or toll has historically been, and 

should continue to be, determined based upon the end points of a 

particular call.” (Staff Rec., p. 93). “[llt seems reasonable to apply access 
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charges to virtual N W F X  traffic that originates and terminates in 

different local calling areas.” (M., p. 95.) Because the ILEC’s local calling 

area is the foundation of the Commission’s decision on Issue 15, there is 

no way, in practical terms, to use a different local calling area default for 

purposes of Issue 17. 

Q. 

A. 

WHY IS MR. CAIN’S PROPOSAL SO DISTURBING? 

Because it shows that AT&T wants not only to eliminate intraLATA 

access charges, but to create loopholes (through the use of virtual NXXs) 

that will facilitate the destruction of the interLATA access charge regime. 

The AT&T Companies are plainly using this proceeding to advance their 

agenda of eliminating access charges. The extreme position Mr. Cain 

takes in this proceeding should be fair warning to the Commission that 

there is no way to fashion a reasonable LATA-wide reciprocal 

compensation approach. If the Commission orders LATA-wide reciprocal 

compensation, it must be prepared for the arbitrage and other gaming 

that will occur as carriers seek to avoid access charges. 

While Verizon does not necessarily disagree that access charges should 

be reduced, it vigorously opposes any back-door effort to do so in the 

context of a reciprocal compensation proceeding. If the Commission 

believes it can modify the access charge scheme in the way AT&T 

suggests, then it needs to undertake a comprehensive effort to address 

all the consequences of doing so (including the effects on universal 

service) in a proceeding that includes all interested parties. It is not in the 
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public interest to effectively eliminate the implicit subsidy flow from 

access charges without also rationalizing the local rates that receive this 

contribution. 

PLEASE DESCRIBE FDN’S PROPOSAL. 

FDN witness McCluskey recommends a LATA-wide local calling area 

similar to the AT&T Companies’ proposal, but with one minor exception 

concerning the application of access charges. FDN would allow access 

charges to be assessed on intraLATA calls only when “the originating 

carrier does not deliver the call at least as far as the ILEC tandem serving 

the terminating end user’s geographic location.” (McCluskey DT, p. 4.) 

This would mean that “calls currently deemed intraLATA toll and subject 

to intrastate access will remain as such unless the originating carrier 

delivers calls to the ILEC tandem serving the terminating end user’s 

geographic location.” (McCluskey DT, p.5.) 

While, for network efficiency reasons, Verizon agrees that ALECs should 

deliver the calls “at least” as far as the ILEC tandem serving the 

terminating end user’s geographic location, FDN’s LATA-wide reciprocal 

compensation proposal, like AT&T’s, is just an attempt to circumvent the 

established intraLATA access regime, and is thus unacceptable. 

PLEASE DESCRIBE WORLDCOM’S PROPOSAL. 

WorldCom witness Gillan also proposes LATA-wide reciprocal 

compensation. He claims that the Commission has already established 
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A. 

the LATA as the de facto local calling area because it purportedly 

“allowed BellSouth and GTE to largely eliminate intraLATA toll services in 

Florida through ‘expanded calling services’ (ECS)” (Gillan DT, pp. 3-4). 

Mr. Gillan asserts that only a “lingering remnant” of an intraLATA toll 

market exists in Florida. 

ARE THE FACTUAL PREMISES OF MR. GILLAN’S 

RECOMMENDATION CORRECT? 

No. The Commission did not eliminate Verizon’s intraLATA toll market in 

Florida when it established the ECS routes. If ECS routes (which began 

to be implemented in 1992) supplanted Verizon’s intraLATA toll market, 

then Mr. Gillan should ask his client why it and other lXCs pushed so 

hard to open up the intraLATA toll market in 1996. The reason was and 

still is that there are a significant number of toll routes within Verizon’s 

LATA that are not ECS routes. So it is not true, as Mr. Gillan claims, that 

the Commission has already established the LATA as the local calling 

area, for either retail or wholesale purposes. 

WAS IMPLEMENTATION OF ECS AN ANTICOMPETITIVE TACTIC ON 

THE ILECS’ PART? 

No. Mr. Gillan states that “[tlhe Commission encouraged ILECs to 

implement expanded calling areas at the expense of competition in the 

past.” (Gillan DT, p. 6 (emphasis in original).) Although the motivation for 

implementing ECS is not really relevant to any issue in this docket, since 

Mr. Gillan has implied that ECS was anticompetitive, I feel compelled to 
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respond. 

ECS was a response to pressure from various communities for extended 

local calling scopes. Some of these communities could not qualify for the 

Commission’s mandatory extended area service (EAS). Therefore, ECS 

was developed and approved in an attempt to satisfy customer desires. 

ECS offered a per-call or per-minute price lower than the historic toll rate 

for the same call route. It was a pro-consumer solution, not an effort by 

either the Commission or the companies to eliminate toll competition. 

MR. GILLAN CITES CHANGES IN VERIZON’S AND BELLSOUTH’S 

PER-LINE INTRALATA TOLL REVENUES TO SUPPORT HIS CASE 

FOR A LATA-WIDE LOCAL CALLING AREA FOR RECIPROCAL 

COMPENSATION PURPOSES. DOES THIS INFORMATION SUPPORT 

MR. GILLAN’S THEORY THAT THERE IS NO INTRALATA TOLL 

MARKET IN FLORIDA? 

No. Mr. Gillan claims that Verizon’s average per-line intraLATA toll 

revenues declined from $5.51 in 1991 to $0.69 in 2000. (Gillan DT, p. 5.) 

He provides no citation to the source of these data and they do not 

appear to be correct. In any event, even if they were accurate, these 

figures don’t prove that toll customers have migrated to ECS, such that 

no toll market remains. Mr. Gillan seems to have ignored the fact that 

any decline in Verizon’s average per-line intraLATA toll revenues (from 

1991 to 2000) is due in large part to the substantial competitive losses 

Verizon has experienced (from other landline toll providers and wireless 
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carriers), as well as associated competitive toll price reductions. 

HOW SHOULD THE COMMISSION CLASSIFY ECS TRAFFIC FOR 

RECIPROCAL COMPENSATION PURPOSES? 

Companies should have the opportunity to negotiate ECS compensation 

that best fits their specific circumstances. What the Commission must not 

do, in any event, is to accept the incorrect assumption that ECS traffic 

accounts for all traffic within the LATA. The default local calling area for 

reciprocal compensation purposes should only include the ILEC’s basic 

exchange calling area plus any mandatory EAS areas, plus, if the 

Commission deems it to be appropriate, ECS routes. 

AT&T COALITION WITNESS CAIN STATES THAT “LATAS HAVE 

LOST THEIR SIGNIFICANCE AS LEGAL BOUNDARIES AND 

THEREFORE SHOULD NOT CONTROL WHAT CALLS ARE TREATED 

AS LOCAL.” (CAIN, DT, P. 5) PLEASE COMMENT ON THIS 

ASS E RTI 0 N . 
First, LATA boundaries do not control what calls are treated as local, as 

Mr. Cain states (otherwise, there would be no intraLATA toll). The ILECs’ 

tariffs define local calls today for reciprocal compensation purposes, as 

well as for the ILECs’ retail purposes. The ALECs, of course, are free to 

determine their retail calling areas as they wish. 

In any event, regardless of what the local calling area is for reciprocal 

compensation purposes, all carriers will remain free to establish retail 
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local calling areas as they choose. The ILECs’ tariffed local calling areas 

do not and will not control what calls are treated as local by the ALECs. 

Moreover, although the ILECs’ local calling areas do not determine the 

ALECs’ local calling areas, they remain the reference point for a number 

of purposes, including 1 + intraLATA presubscription and section 271 

restrictions on BellSouth and other Bell operating companies. And as I 

pointed out earlier, the Commission just determined that they are the 

appropriate basis for determining whether a virtual NXX call is local or 

not. More important, the ILEC local calling areas are the basis for the 

access charge regime this Commission established in 1984. These 

FPSC-sanctioned geographic areas have been the mainstay for 

determining pricing policies which incorporate distinctions between 

services in terms of which should receive universal service support (Le., 

basic residential service) and which are earmarked for providing universal 

service support (e.g., toll calling and access services). 

SIMILARILY, FDN WITNESS MCCLUSKEY STATES THAT “LOCAL 

SERVING AREAS ARE ARTIFICIAL RETAIL PRICING BOUNDARIES 

AND SHOULD NOT DICTATE WHETHER A CALL IS ACCESS FOR 

INTERCARRIER PURPOSES.” (MCCLUSKEY DT, P. 3) PLEASE 

COMMENT ON THIS ASSERTION. 

Mr. McCluskey’s assertion is absolutely incorrect. Over at least the past 

50 years, local calling areas have played a key role in the development of 

pricing structures. Likewise, since the intraLATA toll market was opened 
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to competition, the ILECs’ local calling areas have been the basis upon 

which state commissions and legislatures have dictated whether a call is 

billed access for intercarrier purposes. 

Any local calling area-whether an ILEC’s or an ALEC’s-establishes an 

artificial geographical boundary. But just because a boundary may be 

“artificial” in a conceptual sense doesn’t mean that its practical 

significance can be ignored. The ILECs’ Commission-sanctioned local 

calling areas remain the basis for existing pricing structures which are 

designed to balance the ability of efficient carriers to recover their costs 

with the attainment of the social goal of advancing and preserving 

universal service. The Commission cannot, as AT&T, FDN, and 

MCINVorldCom suggest, simply disregard the historical link between the 

ILECs’ local calling areas and its established policies. 

WHAT REASONS DO AT&T AND FDN GIVE IN SUPPORT OF THEIR 

LATA-WIDE PROPOSALS? 

Both Mr. Cain and Mr. McCluskey assert that their LATA-wide proposals 

will enhance competition. Mr. McCluskey states that FDN’s LATA-wide 

reciprocal compensation proposal would “promot[e] facilities based 

competition and intraLATA retail price competition.” (McCluskey DT, p. 4.) 

Mr. Cain, likewise, claims that his proposal would allow “ALECs to offer 

more flexible retail calling plans’’ (Cain, DT, pp. 4-5, 6) “that may vary 

from those offered by the ILEC.” (M., p. 7) Mr. Cain claims that 

“administrative ease” is the second “primary benefit” of a LATA-wide local 
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calling area for reciprocal compensation purposes. (Cain DT, p. 7) 

WILL LATA-WIDE RECIPROCAL COMPENSATION PRODUCE THE 

BENEFITS FDN AND AT&T CLAIM? 

No. 

WHY WON’T A LATA-WIDE APPROACH ENHANCE THE 

COM P ETlTlVE ENVIRONMENT? 

The answer is simple. The LATA-wide proposals do nothing to change 

the relative underlying cost characteristics of each of the competitive 

providers. Thus, one would not expect to see any change in the relative 

level of price competition within the marketplace. It is true that by 

circumventing the payment of access charges (and the implicit universal 

service support amounts contained in those rates), various parties will be 

in a position to lower their retail rates. But the general reduction of 

certain companies’ cost structures does not mean that the competitive 

environment will be improved. What AT&T, WorldCom, and FDN really 

want is to avoid paying any of the implicit contributions in access 

charges, regardless of the explicit social goals served by those 

contributions. This objective is plainly apparent in Mr. McCluskey’s and 

Mr. Gillan’s testimonies: 

The cost for intrastate access in Florida is prohibitively high, 

so the cost to the originating carrier for terminating access 

calls precludes the originating carrier from lowering retail 

prices for all intraLATA calls. (McCluskey DT, p. 3) 
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[A] first step towards adopting a unified compensation 

scheme is establishing the cost-based rate and applying that 

rate to as much traffic as the law allows. Today, that would 

mean adopting a cost based rate and applying it to calls 

within the LATA. (Gillan DT, p. IO) 

What FDN, WorldCom, and AT&T seek with their “reciprocal 

compensation” proposals is really access reform. 

Again, Verizon agrees that access reform is a laudable goal-but it is not 

a matter properly addressed in this narrow proceeding or in the absence 

of concurrent rationalization of retail rates. For the participants in this 

proceeding, the current access regime should be considered the best, 

most competitively neutral (albeit implicitly funded) mechanism for 

.supporting various social policy objectives. Ill-considered modifications to 

the access charge regime will only encourage the development of 

inefficient competition--which is not a laudable objective. 

DOES THE CURRENT ACCESS CHARGE REGIME FORCE ALECS TO 
wt 

MIRROR THE &k€€S’ LOCAL CALLING AREAS? 

No; the ALECs can offer whatever plans they like, including a local plan 

that includes LATA-wide toll free calling. Such a plan would likely require 

that the ALEC raise its price for basic service to cover the cost of 

providing free intraLATA toll. But that is a marketing and pricing decision 
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that should be governed by the ALEC’s estimation of the costs it will incur 

to offer such plans (and those costs should incorporate continued 

contributions to universal service objectives). This is, in essence, the 

same issue that will concern the ILECs and the Commission, if and when 

access reform occurs--how to balance basic service adjustments with 

reductions in access and toll rates. It is not appropriate or in the public 

interest to do piecemeal access reform in this docket-that is, to 

eliminate some costs for ALECs so that they can secure a competitive 

advantage over other competitors (that is, the lXCs and the ILECs) which 

must continue to support universal service objectives through the access 

charges they pay (in the ILEC’s case, through the imputation 

requirement). Until deliberate, comprehensive access reform can occur, 

it is critical to maintain as much competitive neutrality as possible in terms 

of universal service contributions. 

WOULD A LATA-WIDE LOCAL CALLING AREA FOR RECIPROCAL 

COMPENSATION ENHANCE ADMINISTRATIVE EASE IN THE 

CALCULATION OF RECIPROCAL COMPENSATION OBLIGATIONS? 

I do not believe so. Mr. Cain argues that “[a] LATA-wide calling area 

would simplify retail call rating as well as intercarrier billing of reciprocal 

compensation.” (Cain DT, p. 7.) The premise of this argument seems to 

be that all market participants will provide toll-free LATA-wide retail 

offerings if the Commission orders a LATA-wide area for reciprocal 

compensation purposes. This is not a reasonable assumption. In fact, 

ALECs excused from paying access charges could well pocket the 
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money they save and continue to assess toll charges to their end users. 

Likewise, unless all reciprocal compensation is under a strict bill-and- 

keep mechanism (which no party has advocated in this proceeding), 

traffic volumes will still need to be counted, evaluated and potentially 

billed. 

Jurisdictionalizing traffic for access and reciprocal compensation 

purposes has been done for years by the ILECs, IXCs, and ALECs, and 

there is no administrative drawback in simply retaining the existing 

system. As FCTA witness Barta pointed out, most ALECs have already 

invested in sophisticated billing systems to track and bill for actual 

minutes of use. (Barta, DT, p IO.) 

In addition, system changes are usually accompanied by new costs and 

administrative problems, and a shift to a LATA-wide local calling area for 

billing reciprocal compensation would be no different. In terms of 

administrative ease, then, retaining the norm (that is, the ILECs’ local 

calling areas) as the default for assessing reciprocal compensation 

makes the most sense. 

111. BILL AND KEEP AS A DEFAULT RECIPROCAL 

COMPENSATION MECHANISM 

PLEASE SUMMARIZE THE POSTIONS OF THE VARIOUS PARTIES 

THAT FILED NEW TESTIMONY IN THIS PHASE CONCERNING 
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Of the seven parties that filed new testimony concerning reciprocal 

compensation mechanisms, three proposed or supported some form of 

bill and keep (B&K) as the default mechanism. AT&T, WorldCom, and 

FCTA proposed a strict reciprocal compensation mechanism based on 

mutual payments for traffic terminated. Sprint’s guidance to the 

Commission is to assure that it follows the FCC’s existing rules. The 

following table summarizes each party’s proposal. 

TABLE I 

Recommended Default Reciprocal Compensation Mechanism 

Party Default Mechanism 

Verizon (1) Await FCC decision regarding B&K 

(2) Otherwise, B&K for usage elements, 

with efficient network architecture 

requirements and traffic roughly in 

balance (within + or - 10%). (Trimble 
pT 2 4  3P34 
m, pp 3- 1- 

BellSouth 

AT&T Coalition 

FCTA 

B&K for usage elements; traffic roughly in 

balance (3:l ratio of originating to 

terminatins traffic). 
-7- 

(Shroishi k, p. 14.) 

Reciprocal compensation at cost-based rates. 

(Cain DT, p. 15.) 

Reciprocal compensation based on 

symmetrical rates. 
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WorldCom 

Sprint 

FDN 

(Barta DT, p. 16.) 

Reciprocal compensation based on unified 

cost-based rates. 

(Gillan DT, p. IO.) 

Follow FCC’s rules. 

(Hunsucker Additional DT, pp. 6-8, 9-1 3.) 

B&K if traffic roughly in balance (within + or - 

10%); otherwise symmetrical rates; 

prescribes a minimum traffic threshold to 

implement symmetrical rates. 

(McCluskey DT, p. 6.) 

WHAT ARE AT&T’S AND FCTA’S ASSERTED CONCERNS ABOUT A 

DEFAULT B&K MECHANISM? 

AT&T Coalition witness Cain asserts that B&K would: 

1. discourage good-faith negotiations (Cain DT, p. 11); 

2. create opportunities for regulatory arbitrage and 

monopoly abuse (Cain DT, p. 11 -1 2); 

3. force retail rates to change to reflect end-user customer‘s 

calling patterns (Cain DT, p. 12-1 3); and 

4. cause ALECs to lose a source of income necessary to 

cover their costs of transporting and terminating calls 

originating on the ILEC network (Cain DT, p. 13). 

FCTA’s witness Barta, likewise, contends that a default B&K mechanism 
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will: 

1. cause the ILECs and ALECs to incur new administrative 

and marketing costs (Barta DT, p. 4); 

2. spawn new incentives to engage in regulatory 

gamesmanship in the form of inefficient network design 

(Barta DT, pp. 4 and 12); 

3. allow the ILECs to exercise their superior bargaining 

power (Barta DT, p. 5); and 

4. fail to recognize the ALEC’s costs to transport and 

terminate calls (Barta DT, p. 8). 

While I believe that a few of Mr. Cain’s and Mr. Barta’s assertions may 

have some degree of validity in a pure B&K environment (e.g., with no 

consideration of out of balance traffic), no party has proposed such a 

mechanism. Even Mr. Cain and Mr. Barta recognize that B&K may be 

an acceptable compensation mechanism when traffic flows are balanced. 

(Barta DT, p. 8; Cain RT, pp. 13-14.) 

Mr. Gillan, likewise, allows that B&K may be used when traffic is roughly 

in balance. (Gillan DT, p. 3.) However, he tells the Commission it cannot 

adopt a presumption that traffic is in balance in view of the facts that he 

claims exist. (Gillan DT, p. 7.) 

As I discussed in my Direct Testimony, a standard for defining relative 

balance of traffic is an important part of establishing a B&K mechanism 
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Q. 

A. 

Q. 

A. 

(along with the efficient network architecture guidelines Verizon has 

proposed here and at the FCC). But, again, no party will be forced to 

accept the default B&K mechanism if it proves to the Commission that 

non-convergent traffic is out of balance. 

IS MR. GILLAN CORRECT THAT THE COMMISSION CANNOT ADOPT 

A PRESUMPTION THAT TRAFFIC IS IN BALANCE FOR PURPOSES 

OF A DEFAULT B&K SCHEME. (GILLAN DT, 7.) 

This is a legal question, and I don’t think Mr. Gillan or I are qualified to 

give a definitive answer to it. However, as I pointed out in my Direct 

Testimony, the FCC rules plainly state that nothing precludes a 

Commission from presuming that traffic is balanced and is expected to 

remain so, “unless a party rebuts such a presumption.” (FCC Rule 

51.71 3(c), quoted in my Direct Testimony at 28.) The Commission does 

not have to establish that traffic between every ALEC and ILEC in the 

state is balanced before it adopts a presumption of balance. Obviously, 

that would be impossible. 

HAS MR. GILLAN PROVEN THAT TRAFFIC IS NOT ROUGHLY IN 

BALANCE? 

No. As I said, traffic balance inquiries are necessarily specific to pairs of 

carriers; traffic flows between different carrier pairs will have different 

characteristics. Mr. Gillan, however, attempts to do a traffic balance 

analysis based on traffic exchanged by BellSouth with all ALECs as a 

group. I don’t believe that analyzing aggregate traffic flows is a useful or 
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necessary exercise, given that the propriety of a B&K mechanism for 

particular carriers pairs will depend on the traffic only they exchange. 

In addition, it is difficult to tell what Mr. Gillan’s chart shows. First, I can’t 

verify the numbers because they’re specific to BellSouth. Second, Mr. 

Gillan’s Exhibit JPG-1 is dated “2000.” It is not possible to determine 

from this chart whether or not the traffic volumes depicted include only 

local traffic that is subject to the reciprocal compensation or whether it 

includes Internet-bound traffic, as well. The Commission in this 

proceeding, of course, is concerned only with non-Internet-bound traffic. 

So Mr. Gillan should have adjusted any traffic data to eliminate Internet- 

bound traffic before making any assertions about traffic balance, even at 

the aggregate level. 

Once again, Mr. Gillan’s chart includes only purported BellSouth 

information and nothing on Verizon or any other ILEC in Florida. So it 

would not be appropriate, in any event, to make decisions for all carriers 

based only on one carrier‘s information, even if it is accurate. 

WOULD A DEFAULT B&K MECHANISM DISCOURAGE GOOD FAITH 

NEGOTIATIONS AND/OR ALLOW THE ILECS TO EXERCISE 

“SUPERIOR BARGAINING POWER” (BARTA DT, p. 5)? 

No. There is no evidence supporting Mr. Barta’s statement that adoption 

of a B&K mechanism will give the ILECs a bargaining advantage. He 

appears to assume that ILECs will always favor B&K, ALECs will always 
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favor per-minute compensation, and ILECs can force B&K on CLECs. In 

Verizon’s experience negotiating interconnection agreements, that is not 

true. 

In any event, since the FCC has clarified that Internet-bound traffic is not 

subject to reciprocal compensation, B&K is less likely to be a principal 

negotiating objective of the ILEC. Because the ILEC no longer needs to 

defend against the ALEC’s gaming relative to Internet-bound traffic, the 

ILEC will have full latitude to consider the merits of each reciprocal 

compensation alternative in each negotiation. B&K will not necessarily 

be the most financially appropriate outcome for the ILEC in all instances. 

WOULD A B&K MECHANISM SPAWN INCENTIVES FOR 

“REGULATORY ARBITRAGE AND MONOPOLY ABUSE” (CAIN DT, P. 

11 -1 2) ON THE PART OF ILECS? 

No, not if it is properly designed. Mr. Cain offers no factual explanation 

as to what form of monopoly abuse that could possibly result from an 

appropriately designed B&K mechanism, including an out-of-balance 

criterion and the efficient architecture guidelines I outlined in my Direct 

Testimony. 

Next, in terms of regulatory arbitrage, experience shows that that is the 

domain of the ALECs. If there are arbitrage opportunities to be had, 

ALECs will exploit them to the utmost. That is one advantage of a 

carefully designed B&K approach-it would likely end ALECs’ ability to 
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continue to arbitrage rate structures, especially now that ISP traffic has 

been taken out of the reciprocal compensation mix. Again, such careful 

design would include a rational geographic limit on the obligation to 

deliver traffic and would reasonably assign the cost of transport between 

interconnecting carriers in a symmetrical manner that does not penalize 

any carrier. (Trimble DT, pp. 30-32.) 

Finally, I would emphasize that B&K compensation mechanisms are 

already quite common in interconnection contracts here and around the 

country, and they have not spawned “regulatory arbitrage and monopoly 

abuse . ’ I  

MR. BARTA STATES THAT VERIZON “OVERWHELMINGLY” 

SUPPORTS THE CHANGE FROM RECIPROCAL COMPENSATION TO 

A B&K ARRANGEMENT FOR THE EXCHANGE OF LOCAL TRAFFIC. 

(BARTA DT, PP. 5 & 17) IS THIS A CORRECT ASSERTION? 

No. Verizon has never unconditionally supported B&K, as should be 

apparent from the various testimonies Verizon has submitted in this 

proceeding. Rather, Verizon only supports B&K mechanisms that have 

been designed to allow each carrier to recover its costs to originate and 

terminate traffic it exchanges with other carriers. Likewise, as I pointed 

out in my Direct Testimony, any B&K mechanism must be carefully 

fashioned to incent the efficient deployment of combined network 

resources. Among other things, the B&K mechanism must continue to 

require efficient direct trunking. Otherwise, originating carriers may 
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impose network inefficiencies, costs, and significant switch augmentation 

requirements on terminating carriers because there is no longer a price 

incentive to deliver traffic to the point of switching nearest the terminating 

end user. (Trimble DT, pp. 31-32.) 

HAS ANY OF THE TESTIMONY CHANGED YOUR VIEW THAT THIS 

COMMISSION SHOULD DEFER A VOTE ON THE COMPENSATION 

MECHANISM UNTIL THE FCC HAS RULED ON THIS SAME ISSUE? 

No. If anything, my recommendation to defer this issue makes even 

more sense in view of the testimony that has been filed. I believe the 

Commission views simplicity as a principal advantage of B&K. But it is 

apparent from the testimony of Verizon and other parties that designing 

an appropriate B&K mechanism will likely be more complicated than 

perhaps the Commission anticipated. Even among the parties that could 

conditionally support B&K, I don’t think there’s any real consensus about 

how the ideal mechanism should be structured. 

The FCC, of course, has already heard from all parties on the merits of 

various compensation approaches, including all of the fine details of 

proposed B&K mechanisms. Verizon believes it is unnecessary and 

inefficient for the Commission to duplicate this review, especially since 

the ultimate FCC decision could differ from this Commission’s and thus 

require revisions to this Commission’s mechanism. 

Again, Verizon would propose maintaining the status quo until the FCC 
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rules. Because the status quo is a per-minute system of reciprocal 

compensation-which is what the ALECs in this proceeding want as a 

default mechanism-Verizon’s deferral proposal should be acceptable to 

the ALECs. 

Q. PLEASE SUMMARIZE YOUR TESTIMONY. 

A. The only rational way to define local calling area for reciprocal 

compensation purposes is by reference to the ILEC’s tariffed local calling 

areas. This is also the only choice consistent with the Commission’s 

ruling that virtual NXX calls are not local calls subject to reciprocal 

compensation . 

In no event should the Commission adopt the LATA-wide local calling 

definition proposed by AT&T, MCI/WorldCom and FDN. That proposal 

should be seen for what it is-a backdoor (albeit blatant) approach to 

achieve intrastate access reform, but without the comprehensive study 

such reform demands. 

With regard to a default compensation mechanism, Verizon urges the 

Commission to defer its ruling until the FCC can act. If the Commission 

does move forward, Verizon recommends B&K as a default policy 

preference, provided that this mechanism is properly structured to 

ensure recovery of each carrier’s costs and safeguard against new forms 

of arbitrage. 
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MS. CASWELL: M r .  Trimble i s  ava i lab le  f o r  cross 

2xami nat ion.  

CHAIRMAN JABER: And j u s t  f o r  the  record, Ms. 

:aswe 1, DBT-1 was already addressed. 

MS. CASWELL: It i s  an excised from h i s  testimony. I 

;hink we put  i t  i n  the  wrong place. 

separately. Thank you. 

It should have been f i l e d  

CHAIRMAN JABER: Thank you. S t a f f .  

CROSS EXAMINATION 

3Y MS. BANKS: 

Q Good morning, Mr. Trimble. 

A Good morning. 

Q I ' m  F e l i c i a  Banks, and I ' m  going t o  be asking you a 

few questions. Issue 13, as you are probably aware, addresses 

the d e f i n i t i o n  o f  a l oca l  c a l l i n g  area f o r  i n t e r c a r r i e r  

:ompensation purposes. 

intralATA t o l l  d i s t i n c t i o n s  w i l l  reduce the  access revenues 

received by l oca l  ca r r i e rs?  

A Yes, i t  i s .  

Q 

I s  i t  your view t h a t  doing away w i th  

And do you contend t h a t  these access revenues 

subsidize basic loca l  service? 

A These access revenues are  - -  I l i k e  t o  use the word 

support basic l oca l  service revenues. They are one o f  the 

items t h a t  does provide support. We have others i n  our 

o f fe r ings  such as business l i n e s  and so on. 
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Q Okay. W i l l  t he  e l im ina t ion  o f  the  intralATA t o l l  

d i s t i n c t i o n  e l iminate these access revenues? 

A The e l im ina t ion  over t ime w i l l  more than l i k e l y  

el iminate a s i g n i f i c a n t  po r t i on  o f  those revenues. 

tha t  i s  a correct  statement. It w i l l  take time. 

I t h i n k  

Q And what would be the probable quan t i t a t i ve  impact 

due t o  such an access reduct ion be? 

A Pardon me, I d i d n ' t  hear tha t .  

Q What do you t h i n k  w i l l  be probable quan t i t a t i ve  

impact due t o  such an access reduction be? 

A We provided an estimate i n  one o f  the  data requests 

t o  s t a f f ,  and I bel ieve i t  was a conservative number t h a t  on l y  

looked a t  terminat ing switched access, but  over time you should 

probably also look a t  o r i g i n a t i n g  switched access, and you a lso 

have t o  look a t  the overa l l  e f f e c t  on your t o l l  revenues which 

trill be eroded, also. So the  number we had i n  there I bel ieve 

was about - -  
MS. CASWELL: Dennis, I ' m  sorry,  t h a t  number was 

provided con f iden t ia l l y .  

THE WITNESS: Yes, we have a conf ident ia l  number. 

CHAIRMAN JABER: Thank you, Ms. Caswell . 
MS. CASWELL: Sorry. 

CHAIRMAN JABER: Thank you, though. 

MS. BANKS: Thank you. 

BY MS. BANKS: 
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Q With  t h a t  i n  mind, as you probably have heard today, 

qr. Trimb e ,  of the impact depending on how the local calling 
service areas will be defined, w h a t  impact i t  may have on 
universal service, given your statement t h a t  you just made 
regarding the reduction i n  access revenues, w h a t  do you t h i n k  

d i l l  be the impact on universal service due t o  these reductions 
i n  access revenues? 

A I mean, one of the issues i s  the short-term effect 
versus the long-term effect. 
probably see very l i t t l e  impact because the facil i t ies and 

p l an t  are already i n  place. The real issue comes i n t o  the cash 
flows t o  support future deployment in to  the rural areas and 

in to  the high-cost areas. And not only deployment for p l a i n  

o ld  basic service, but  a lso for enhanced services. 

In the short-term effect you will 

I t  i s  likely t h a t  the elimination of this source of 

support will cause either upward pressure i n  residential rates 
or even a high-cost business rates and/or increased pressure 
for the establishment of a permanent USF. I t  has always 

been - -  or i t  i s  Verizon's position t h a t  we would prefer 
i n i t i a l l y  t o  try t o  rebalance rates t o  be more reflective of 

their underlying costs f i r s t .  
Q Okay. 

A Also, the second part i n  terms of the impact, really 
i t ' s  not only the impact on the I L E C ,  i t  gets in to  the 
competitive landscape for a l l  players i n  the marketplace. In 
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essence, when you e l iminate access charges, you a re  e l im ina t i ng  

the support - -  i n  large degree the  support f o r  universal 

service. Access charges has the b iggest  component I t h i n k  o f  

a l l  the  service o f fe r i ngs  we have. When you have competit ive 

e n t i t i e s  t h a t  are re l ieved o f  ac tua l l y  con t r i bu t i ng  t o  t h a t  

fund, you ac tua l l y  create a skewed competit ive market. And the  

impacts o f  t h a t  as i t  goes on can on ly  be observed over t ime as 

who become the  winners and who become the  losers.  Not because 

o f  economic e f f i c i ency ,  but  bas i ca l l y  because o f  d isor iented 

rements f o r  each c a r r i e r .  

Q Okay. Are you f a m i l i a r  w i t h  Section 364.051 o f  the  

da Statutes? 

A 

Q Okay. Do you have a copy o f  t h i s  i n  f r o n t  o f  you? I 

I have reviewed i t  a couple o f  times, yes. 

t h ink  s t a f f  i s  passing around copies i f  you don ’ t  have one. 

A This i s  i n  terms o f  354.051? 

Q That i s  correct .  An1 

Subsection 4 o f  t h a t  section. 

t ha t  designating a LATA as the 

o f  rec i  procal compensation w i  1 

revenues, r i g h t ?  

A Yes. 

I am ac tua l l y  referencing 

Mr. Trimble, you have concluded 

loca l  c a l l i n g  area f o r  purposes 

resul  t i n  reduced access 

Q Could you please read f o r  me Section 364.051, 

Subsection 4? 

A This i s  the one t h a t  i s  notwithstanding the 
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provisions of Subsection 2? 

Q That is correct. 
A "Any 1 ocal exchange telecommunications company that 

bel ieves circumstances have changed substantially to justify 
any increase in the rates for basic local telecommunications 
services may petition the Commission for a rate increase. But 
the Commission shall grant such petition only after an 
opportunity for a hearing, and a compelling showing of changed 
circumstances. The costs and expenses of any government 
program or project required in Part 2 shall not be recovered 
under this subsection unless such costs and expenses are 
incurred in the absence of a bid and subject to carrier of last 
resort obligations as provided for in Part 2. The Commission 
shall act upon any such petition within 120 days of this 
filing. '' 

Q So with that in mind, if an ALEC incurred an 
unforeseen decrease in revenues, wouldn't it be able to 
petition the Commission for an increase in the rates for basic 
1 ocal service? 

A Yes, the company does have that option. But to me 
the bigger issue gets into the competitive neutrality aspects 
and how these type of actions may square with the Act of '96, 
which gets into universal service support should be 
competitively neutral funded by all equally, and sufficient, 
and predictable. And I think actions that move away from that 

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 

149 

cause more po ten t i a l  harm than they do solve any immediate 

problems. 

Q Okay. I bel ieve t h a t  you had ind ica ted  t h a t  access 

revenues i s  one o f  the  components t h a t  help support the  

universal service fund, and I th ink  you ind ica ted  also t h a t  the 

revenues, access revenues would be impacted i f  the  Commission 

were t o  adopt a LATA-wide c a l l i n g  plan area f o r  purposes o f  

d e f i n i t i o n  o f  a c a l l i n g  area. Are there any other  services 

whose revenues would subsidize, o r  as you ind ica ted  support 

basic 1 oca1 serv i  ce? 

A Yes, there are. 

Q 
A 

Could you j u s t  elaborate on i d e n t i f y i n g  those? 

One o f  the  issues i n  terms o f  a c t u a l l y  look ing a t  the 

services t h a t  do provide support, the correct  way t o  look a t  i t  

i s  a service pr iced  above what you would f i n d  i n  a competit ive 

marketplace. And the  d i f fe rence between the p r i c e  and what you 

would f i n d  i n  a competit ive marketplace can be def ined as 

e i the r  generating support, o r  on the opposite side, receiv ing 

support. 

We, i n  F lo r ida ,  have PBX t runk ra tes  i n  downtown 

Tampa t h a t  are approximately $55 a l i n e .  That i s  way i n  excess 

o f  the competit ive market r a t e  and the cost. And I also 

bel ieve t h a t  the s t a f f  has generated a repor t  I bel ieve i n  1999 

t h a t  looked a t  various and assorted i tems i n  terms o f  how are 

they pr iced  i n  re la t i onsh ip  t o  t h e i r  underlying costs. And 
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there were many of those items t h a t  were, you know, 50 - - 
txcuse me, 1 ,000  percent t o  5,000 percent above their 
mderlying costs. And I believe i f  you looked a t  those and 

?valuated them i n  terms of w h a t  would they be i n  a truly 
competitive market versus a regulated market, you would f ind  

that they are providing support. 
Q You have indicated t h a t  t o  define a local calling 

area as LATA-wide would i n  some way skew the market i n  

competition. Am I correct t h a t  you believe t h a t  using the 
ILEC's local calling areas as the basis for determining payment 
of reciprocal compensation i s  competitively neutral? 

A I t  i s  the most competitively neutral option I have 
heard i n  these proceedings. If you look a t  the impact as I 
have presented i n  my testimony i n  terms of interexchange 
carriers, and they would s t i l l  potentially be paying access 
charges but  competing w i t h  people for t o l l ,  w h a t  historically 
was t o l l  t h a t  are not paying those access charges or those 
support flows t h a t  were i n  those access charges. 
o f  the parties submitted a portion of the New York order which 
was done pre-Act i n  terms of reciprocal compensation, and i t  

was interesting t o  note i n  t h a t  order the most adamant entity 
aga ins t  LATA-wide calling a t  t h a t  p o i n t  i n  time was AT&T, 

because they looked a t  w h a t  i t  would do t o  their cost structure 
comparative t o  the other participants and what i t  could do t o  
their a b i l i t y  t o  market to1 1 .  

I believe one 
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Q W i t h  t h a t  i n  mind, then, do you also believe t h a t  
Florida's basic local service markets are competitive? 

A There is  a degree of competition i n  each and every 
one o f  the markets, I truly believe t h a t .  
t h a t  competitors enter where there i s  money t o  be made, whether 
i t  i s  through their cost characteristics i n  an efficient manner 
or through w h a t  we will call the a b i l i t y  t o  arbitrage rates. 
And when I get in to  t a l k  about arbitrage, I'm really t a l k i n g  

about the mechanism by which noneconomic costs are eliminated 
from rates and rate structures. For example, i n  switched 
access there are quote, unquote, noneconomic costs t h a t  are i n  

those rates t o  support social goals. Arbitrage is  the 
elimination of those amounts. 

I t  i s  easy t o  note 

Q With  t h a t  i n  mind, w h a t  you just referenced regarding 
those arbitrage opportunities, i f  you wi l l ,  then i s  i t  your 
opinion t h a t  mandating a LATA-wide calling area for purposes of 

reciprocal compensation woul d art i  f i ci a1 1 y handicap some 
carriers t o  the detriment of consumers? 

A Perhaps you can repeat the last 15 or 20 words. 
actually am having a hard time hearing them. 

I 

CHAIRMAN JABER: Yes. Ms. Banks, speak right i n L o  

the mi crophone. 
BY MS. BANKS: 

Q You just referenced t h a t  w i t h i n  a market i f  i t  is 

defined as LATA-wide would create some arbitrage opportunities. 
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d i t h  t h a t  i n  mind, i s  i t  your opinion t h a t  mandating a 

LATA-wide c a l l  i n g  area f o r  purposes o f  rec iprocal  compensation 

~ o u l d  a r t i f i c i a l l y  handicap some c a r r i e r s  t o  the detriment o f  

consumers? 

A The answer i s  yes. It i s  d e f i n i t e  t h a t  a LATA-wide 

loca l  c a l l i n g  area i s  not compet i t ive ly  neut ra l .  

And can you j u s t  elaborate? Q 
A When you get i n t o  the detr iment o f  consumers, the  

issue becomes shor t - run  versus long-run. As ca r r i e rs  avoid, i n  

essence, support f o r  what i s  cu r ren t l y  universal  service 

support f lows, as they avoid those amounts, there i s  the 

po ten t ia l  t h a t  a consumer could see a reduct ion i n  t h e i r  ra te .  

Now, there i s  no guarantee tha t  t h a t  w i l l  occur given t h a t  the 

ca r r i e rs  can a lso have the  capab i l i t y  t o  pocket the money. And 

h i s t o r i c a l l y  they have done t h a t  qu i te  we l l  i n  many states t h a t  

I have been involved i n .  

So, the  other issue comes out  when you look a t  the  

various ca r r i e rs  and you ask them - -  ask yourse l f  why i s  i t  so 

important f o r  them t o  have LATA-wide c a l l i n g  when a reduct ion 

i n  t h e i r  cost s t ructures should u l t ima te l y  lead p o t e n t i a l l y  t o  

a reduction i n  everybody's ra tes t h a t  are ge t t i ng  t h a t  and may 

not change t h e i r  market shares a t  a l l .  So the only  conclusion 

I can come up t o  i s  i n  the shor t - run  they are looking f o r  

f inanc ia l  gains, which means t h a t  the consumer i s  not l i k e l y  t o  

see some o f  those benef i ts .  
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Q You had j u s t  referenced t h a t  some o f  these handicaps 

may appear i n  the shor t - run versus the  long-run, could you j u s t  

elaborate, and the  d i s t i n c t i o n  you made w i t h  those th ings t h a t  

may occur i n  the shor t - run t h a t  might somehow impact? 

A Right. I f  we take - -  i f  we say t h a t  the  support 

f lows i n  switched access are there t o  support universal  

service, I th ink ,  as I stated e a r l i e r ,  the  support f o r  

universal service r e a l l y  comes i n t o  the  deployment o f  p lan t .  

And the  deployment o f  p lan t  doesn' t  happen immediately, i t  

happens as demand occurs and growth occurs. And the  rea l  i s  ue 

comes i n t o  i s  there s u f f i c i e n t  f lows t o  convince companies t o  

deploy p lan t  i n  high-cost areas where there i s  not  s u f f i c i e n t  

revenue flows coming i n  t o  ac tua l l y  from a net  present value 

sense prove i n  tha t  investment. W i l l  t he  investment be moved 

somepl ace e l  se? Most companies w i t h  a f i duci ary responsi b i  1 i t y  

t o  t h e i r  shareholders would say these are bad investments. 

should put  the  money someplace e lse.  And t h a t  i s  r e a l l y  the  

I 

b i g  issue. 

MS. BANKS: S t a f f  has 

you, Mr. Trimble. 

CHAIRMAN JABER: Comm, 

no fu r the r  questions. Thank 

ssioners. Okay. Mr. Gross. 

MR. GROSS: No questions. 

CHAIRMAN JABER: Mr. McDonnell . 
MR. McDONNELL: Thank you, Chairman Jaber. 

CROSS EXAMINATION 
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3Y MR. McDONNELL: 
Q Mr. Trimble - -  is  i t  Doctor Trimble? 
A No, I'm sorry, i t ' s  - -  
Q Don't be. 
A I t h i n k  i t  may be luckily t h a t  i t  i s  not .  I'm not 

:ertai n .  

Q Mr. Trimble, Verizon has not petitioned the 
zommission for any assistance i n  support for i ts  universal 
service ob1 iga t ions ,  has i t ?  

A Not t h a t  I know of .  Verizon's f i r s t  1 ine of 

jddressing the issue, I t h i n k ,  was legislatively, and we know 
rJhat has happened t o  t h a t  recently. 

Q And one of the issues t h a t  the Commission would want  
to resolve or perhaps t a l k  about would be Verizon Florida's net 
income i n  determining whether i t  needs assistance i n  i t s  
miversal support obl iga t ions ,  would t h a t  be fair? 

A No, I d o n ' t  t h i n k  so. I t h i n k  i t  i s  quite fair  t o  go 

back and look a t  the competitive marketplace and say how do you 

develop a level playing field, and t h a t  level playing field 
requires, i n  essence, t h a t  a l l  participants assist i n  funding 

the social goals. 
saying this i s  the company t h a t  must support everything a t  the 
detriment of the rest of the participants. T h a t  i s  t o t a l l y  a t  
odds w i t h  a competitively neutral environment. 

I t  really shou ldn ' t  depend on one company i n  

CHAIRMAN JABER: Mr. Trimble, t h a t  i s  the second time 
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heard you make reference t o  tha t .  Now, w i t h  respect t o  the 

j l l oca t i ons ,  the contr ibut ions toward the  fund, t h a t  i s  not 

v i t h i n  t h i s  Commission's purview, correct? I want t o  make sure 

1 understand your testimony. 

THE WITNESS: I t h i n k  you are cor rec t  on tha t .  I n  

terms o f ,  f o r  example, on access charge rates,  my understanding 

i s  those are p r e t t y  wel l  def ined i n  the l e g i s l a t i o n .  

3 f  other i m p l i c i t  support amounts, whether i t  be i n  business 

l i nes  or  so on, there are const ra in ts  i n  terms o f  what can be 

done i n  those, also. But I t h i n k  the rea l  issue i s  going 

forward i n  proceedings l i k e  t h i s  t o  ensure t h a t  we don ' t  go 

backwards i n  terms o f  the d i f f e r e n t  pa r t i c i pan ts  and how they 

equal ly cont r ibute t o  t h i s .  Whether i t  i s  through an i m p l i c i t  

amount which i s  i n  our current  rates, or  u l t i m a t e l y  someday 

through an e x p l i c i t  fund. 

CHAIRMAN JABER: You want us t o  keep i n  the back o f  

I n  terms 

our mind i n  addressing t h i s  issue which c a r r i e r s  pa r t i c i pa te  i n  

and how those funds cont r ibu t ing  t o  the universal  service fund 

are col 1 ected? 

THE WITNESS: Correct. 

CHAIRMAN JABER: But you agree w t h  me t h a t  i t  i s  

r e a l l y  w i t h i n  the FCC's purview, and I suppose t o  some degree 

the j o i n t  board i f  the FCC re fe rs  these issues t o  the j o i n t  

board on universal  service t o  address which c a r r i e r s  should 

contr ibute and how? 
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THE WITNESS: I t h i n k  on the  FCC's s ide o f  the  world, 

3n the  i n t e r s t a t e  s ide o f  the  world, t h a t  i s  cor rec t .  But 

there are a lso i f  you look a t  the  e n t i r e  universal  service 

requirements, the federal s ide p icks up a por t ion ,  there i s  

s t i l l  t he  s ta te  s ide which i s  under the purview o f  the  s ta te  t o  

address. And t h a t  i s  - -  cu r ren t l y  as we know those 

requi rements are hand1 ed through imp1 i c i  t support amounts i n  

the ILEC's rates.  

I th ink  the  Act - -  a t  l eas t  as I read the act  and not 

being a lawyer - -  was r e l a t i v e l y  c lear  i n  terms o f  a mandate t o  

states t o  a lso address t h e i r  s ide o f  the  issue i n  a 

compet i t ively neutral  manner t o  assure the  preservat ion and 

advancement o f  universal service.  So there are issues f o r  the  

states t o  address, I t o t a l l y  be l ieve tha t .  

CHAIRMAN JABER: Mr. McDonnell . 
MR. McDONNELL: Thank you, Madam Chairman. 

BY MR. McDONNELL: 

Q Mr. Trimble, i n  your d i r e c t  testimony - -  l e t  me 

the page. I t ' s  Page 9, the  question begins a t  Line 14. 

A Yes. 

Q You s ta te  t h a t  LATA-wide loca l  c a l l i n g  would noL be 

compet i t ive ly  neutra l ,  correct? 

A Yes, I do. 

Q Does Verizon cu r ren t l y  have any i n t e r c a r r i e r  

agreements w i th  any ALECs t h a t  include LATA-wide loca l  ca l l i ng?  
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A Not t h a t  I know o f  i n  F lo r ida .  

Q Okay. So t h a t  would be speculat ive? 

A That i s  speculat ive. I r e a l l y  don ' t  know 

spec i f i ca l l y .  I was not  t o l d  o f  any. 

Q Okay. Are you f a m i l i a r  w i th  the  f a c t  t h a t  BellSouth 

f i l e d  an e x h i b i t  w i t h  the  Commission i n  t h i s  docket advis ing 

that they cu r ren t l y  have a t  l e a s t  14 i n t e r c a r r i e r  agreements 

that  c a l l  f o r  LATA-wide l oca l  c a l l i n g  f o r  reciprocal  

Zompensati on purposes? 

A I am aware from what I heard i n  terms o f  the 

testimony t h i s  morning. 

MR. McDONNELL: Nothing fu r the r .  

CHAIRMAN JABER: Mr. Moyle, before you go, I ' m  stuck 

3n t h i s  po in t .  I ' m  t r y i n g  t o  ask these questions before the  

par t ies  are done so they can fo l low up. And I recognize you 

are not an at torney, bu t  help me f i g u r e  out where i n  F lo r i da  

l a w  t h i s  agency has the  a b i l i t y  t o  address some o f  your 

concerns on universal  service i s  the f i r s t  question. And the 

second, i f  i t  i s  no t  t h i s  agency, when you say t h i s  s ta te  has 

the r e s p o n s i b i l i t y  t o  address some o f  those concerns, are you 

r e f e r r i n g  t o  the l e g i s l a t u r e  o r  t o  t h i s  Commission? 

THE WITNESS: I t ' s  p a r t  o f  the two-par t  question. I n  

terms o f  the s ta te ,  as I read the Chapter 364, i t  p r e t t y  wel l  

out l ines,  I bel ieve, the  requirement t o  create an in te r im  fund. 

And t h a t  i n te r im  fund, as I understand it, was the 
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letermination t h a t  support f lows would remain i m p l i c i t  i n  the  

.LEC's rates.  The r e s t  o f  the  chapter I also bel ieve gives 

;ome statement i n  terms o f  s e t t i n g  up a permanent fund. And 

I ' m  not  sure where the requirement goes i f  there i s  f u r the r  

egi  s l  a t i  ve requi rement o r  not.  

CHAIRMAN JABER: A l l  r i g h t .  

THE WITNESS: I n  terms o f  impacting current  universal  

;ervice support f lows and leav ing them as s u f f i c i e n t  and 

:ompetit ively neut ra l ,  I bel ieve the  Commission has the great 

i b i l i t y  t o  impact t h a t ,  f o r  example, i n  t h i s  proceeding. 

Iepending on what i t  orders w i l l  have an absolute impact on the  

support f lows and the  competit ive n e u t r a l i t y  o f  those support 

flows, and I t h i n k  t h a t  should be a major consideration. 

CHAIRMAN JABER: Mr. Moyle. 

CROSS EXAMINATION 

3Y MR. MOYLE: 

Q Let me fo l low-up b r i e f l y  on a couple o f  questions 

that s t a f f  asked you w i th  respect t o  the  access revenues. And 

1 th ink  you d i d n ' t  want t o  use the  term subsidize, you sa id 

support universal services, correct? 

A That i s  correct .  

Q I f  I heard your answer cor rec t  

thought i t  would e l iminate a s i g n i f i c a n t  

over time. Do you reca l l  t ha t  answer? 

y, you said t h a t  you 

po r t i on  o f  revenues 

A I bel ieve I was t a l k i n g  about a s ign i f i can t  po r t i on  
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if the access revenues. 

Q Okay. Do you know what t h a t  s i g n i f i c a n t  po r t i on  

voul d be? 

A U l t imate ly  i n  terms o f  a 

i o t e n t i a l l y  see almost a l l  o f  them 

the ca r r i e rs  terminate t h e i r  traff 

iri g i  nated. 

LATA-wide regime, you could 

disappear depending on how 

c and how th ings are 

Q Do you as you s i t  here today have a - - you t a l  ked 

ibout long-term and short- term, do you have a t ime frame i n  

vhich you bel ieve tha t  t h a t  would occur? 

A No, I don ' t .  I can look  a t  - -  when you look a t  t he  

jemand charac ter is t i cs  o f  the  world, what you can usua l l y  

3ssume and i t  usual ly  occurs i n  almost a l l  cases i s  t h a t  

zompetitive markets do work. And i f  there are support f lows 

that are a t  r i s k  due t o  quote, unquote, a rb i t rag ing  o f  ra tes ,  

i n  essence, e l im ina t ing  those, t h a t  arb i t rage w i l l  occur one 

day o r  another. And we can look a t  j u s t  Verizon's inter lATA 

t o l l  market and you can get a very, very good dep ic t ion  o f  how 

markets work. And i t  d i d  take a few years, but  a s i g n i f i c a n t  

por t ion  o f  our t o l l  i s  t o t a l l y  gone. 

MR. MOYLE: Nothing fu r the r .  

CROSS EXAM1 NATION 

BY MR. FEIL: 

Q Mr. Trimble, i n  response t o  a s t a f f  question e a r l i e r ,  

I bel ieve you said tha t  one o f  t he  - -  or the reason t h a t  you 
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lostulated ALECs were pursuing LATA-wide loca l  was i n  order t o  

chieve short- term gains. Do you r e c a l l  t h a t  question? 

A Yes, I do. 

Q And was the short- term f inanc ia l  gains you were 

Ie fer r ing t o  the prospect o f  ALECs pocketing on the r e t a i l  side 

io11 revenues, but  on the  wholesale s ide paying the  ILEC only 

beciprocal compensation and not access? Were those the  

ihort- term f inanc ia l  gains you were r e f e r r i n g  t o ?  

A 

rould use. 

Q 
A Yes, I do. 

Q 

No, I do not know the spec i f i c  marketing p lan an ALEC 

Do you fo l low my question? 

But you sa id t h a t  you had a concern tha t  the only  

'eason the ALECs were pursuing LATA-wide loca l  was so they 

:ould achieve short- term f inanc ia l  gains. And my question i s  

ihat are those short- term f inanc ia l  gains you are r e f e r r i n g  to?  

I ac tua l l y  be l ieve when I answered t h a t  question back A 

;hen I said the  ILEC or  the  IXCs versus the ALECs. 

Q Okay. So you are saying the ALECs would not pursue 

:hi s because o f  short- term f i nanci a1 gains? 

A No, no, I j u s t  t h i n k  the la rges t  f i nanc ia l  gain i s  LO 

the interexchange ca r r i e rs  versus the ALECs. 

Q Okay. And what does t h a t  gain stem from? 

A 

Q 

The avoidance o f  access charges. 

So i t  i s  merely a cost reduction aspect on the p a r t  
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of IXCs, but  not on ALECs,  is  t h a t  w h a t  you are saying? 

A No, I actual ly  t h i n k  i t ' s  both,  b u t  I t h i n k  the 
largest potential ga in  i n  the immediate future is  for those 
t h a t  are actually paying significant amounts i n  switched access 
rates. 

Q Wouldn't t h a t  gain be offset i f  the IXC or ALEC 

involved t h a t  you are referring t o  reduced their rates so t h a t  
the rates would not reflect t o l l ,  or the retail rates would not 
reflect t o l l  or long distance charges? 

A T h a t  could be a potential. I have just never 
observed t h a t  occurring i n  most markets where we have had 

access reductions . 
Q Well, le t  me pose t o  you the same question I asked 

Ms. Shiroishi . Are you aware of anything t h a t  would prohibit 
the Commission from conditioning an ALEC's pursuit of LATA-wide 
local on the A L E C ' s  not being able t o  charge i t s  retail end 
users long distance or t o l l  for calls w i t h i n  the LATA? 

A I really can't answer t h a t  question. I do not  know 
the degree of authority t h a t  the Commission has over IXCs' 

speci f i  c rate structures and rate 1 eve1 s. 

Q In response t o  a staff question you indicated t h a t  
access revenue was one form of support for lower retail rates, 
and one other one t h a t  you mentioned was business rates, also, 
do you recall t h a t ?  

A Yes. 
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Q Every t ime t h a t  an ALEC s e l l s  a Verizon business 

customer and a business customer comes over t o  the  ALEC, i s n ' t  

i t  correct  t o  say t h a t  Verizon loses t h a t  po r t i on  o f  t h a t  

support t h a t  you are r e f e r r i n g  to?  

A That i s  absolutely correct .  

MR. FEIL: Thank you. I have nothing fu r ther .  

CHAIRMAN JABER: Redirect , Ms. Caswel 1 . 
MS. CASWELL: I j u s t  have a few questions. 

RED I RECT EXAM1 NATION 

BY MS. CASWELL: 

Q Mr. Trimble, these are c l a r i f y i n g  questions on the 

nature o f  USF funding. 

any e x p l i c i t  s ta te universal  service fund here? 

I s  there any e x p l i c i t  USF - -  i s  there 

A No. 

Q And how d i d  the  Commission decide t h a t  universal 

service would be funded from the s ta te  side? 

A I bel ieve t h a t  was the '95 order t h a t  was discussed 

e a r l i e r ,  t h a t  the i m p l i c i t  support amounts would remain i n  the 

ILEC's ex i s t i ng  r e t a i l  ra tes  and wholesale ra tes.  

Q Do you r e c a l l  Mr. McDonnell asking you whether 

Verizon had any agreements t r e a t i n g  intralATA t o l l  as loca l  f o r  

reciprocal  compensation purposes? 

A Yes. 

Q Do you r e c a l l  t h a t  the s t a f f  asked t h a t  same question 

i n  t h e i r  in ter rogator ies? 
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A I should r e c a l l ,  but  I don ' t .  

Q Well, l e t  me re f resh  your memory. Can you read 

Question 1C o f  s t a f f ' s  f i r s t  set  o f  in te r rogator ies?  

A It says please i d e n t i f y  any Verizon F lo r ida ,  

Incorporated interconnect ion agreements i n  which agreement has 

been reached t o  t r e a t  t r a f f i c  t h a t  has t r a d i t i o n a l l y  been 

t reated as in t ra lATA t o l l  as l oca l  t r a f f i c  f o r  the  purposes o f  

reciprocal  compensation. Please i d e n t i f y  the  l oca t i on  w i t h i n  

each agreement where such prov i  sions e x i s t .  

Q 
A 

And can you read Verizon's response, please? 

Verizon's response was Verizon F lo r i da  has no t  agreed 

t o  t r e a t  intraLATA t o l l  as loca l  t r a f f i c  f o r  purposes o f  

reciprocal compensation i n any o f  i t s  i nterconnecti  on 

agreements. 

MS. CASWELL: That 's  a l l  I have, thank you. 

CHAIRMAN JABER: Thank you, Mr. Trimble. 

THE WITNESS: Thank you. 

CHAIRMAN JABER: A l l  r i g h t .  

Ms. Caswell , Exh ib i t  Number 2. 

MS. CASWELL: Yes, please. I would l i k e  Exh ib i t  2 

the record. 

CHAIRMAN JABER: Without ob ject ion,  Exh ib i t  2 i s  

admitted i n t o  the  record. 

(Exh ib i t  2 admitted i n t o  the record.) 

(Transcr ip t  continues i n  sequence w i t h  Volume 2. ) 

n cl i n t  
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