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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Genuric investigation into 
the Ope rations of Alternative 
Access Vendors 

DOCKET NO. 890183 -TL 
ORDER NO . 24301 
ISSUED: 3/27/91 

Pursuant to notice, a Prehearing Conference was he ld o n 
February 22 , 1991 , in Tallahassee , Florida, before Commissioner 
Michael McK. Wilson, as Prehearing Officer. 
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PREHEABI NG QRQER 

I. BACKGRQVND 

On February 3, 1989, GTE Flor i da, Incorporated , (GTEFL) filed 
a Petition requesting that this Commission i n i t iat e an 
investigation of alternate access vendors , a ne w type of 
telecommunications provider operating within Florida, a nd t ha t we 
set out the terms, conditions , rules and requireme nts a pplicable to 
such telephone companie s. On that date, this docket was 
administratively in i tiated t o address GTEFL ' s Pe t i t ion. GTEFL 
stated that, as a local exchange company (LEC), it was concerned 
that the monopoly aspects of the LECs ' opera tionn are being 
c hallenged by this new player in the te l e communication s i ndustry . 
GTEPL stated that suc h an investigation is neces s ary t o ensure a 
"level playing field " for the LECs a nd the se ne w alte rnate access 
vendors (AAVs) . 

Because we share ma ny of the concerns rais ed by GTEFL i n its 
Petition , we initiated this proceeding by Orde r No . 22580, issued 
February 20 , 1990, to investigate and examine the spec i fic fac t s 
about how alternate access vendors are operating and the n decide 
any policy questions those facts generate. We d e nied GTEFL ' s 
Petition becaus e we found it more appropriate to establish th is 
g e neric investigati on on our own motion. This inves t i g a tion into 
the operations of alternate access vendors will culmi nat e i n a fu ll 
evidentiary proceeding to be held March 28 and 29 , 1990. At the 
c onclusion of such proceeding , we may issue a final order se t ti ng 
out the terms and conditions on which alternate access ve ndors 
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shall oper ate. At that time , if i t appears appropr i ate , we will 
initiate r ulemaking for this new class of carriers. 

This procedure is identical to that we have utilized in 
numerous prior dockets in which we have investigated various types 
of providers as they have appeared in the e volv i ng 
t elecommunications i ndustry , including .sha red tenant serv ices 
providers, pr i vate pay telephone (PATS) providers, IXC providers, 
and alternate operat·or (AOS) providers. 

II. TESTIMONY AND EXHIBITS 

Upon insertion of a wi t ness ' s tesb mony, exhibits appended 
thereto may be marked for identi fica t ion. Afte r opportunity for 
opposing parties to object and cross-examine , the document ~ay be 
moved into the record. All other exhibits will be similarly 
identified and entered at the appropriate time during hearing. 
Exhibits shall be moved into the record by exhibi t number at the 
conclusion of a witness's testimony. 

I 

Witnesses are reminded that on cross-examination , responses t o 
questions calling for a yes or no answer shall be answered yes or I 
no first, after which the witnes~ may explain the answer . 

III. ORDER Of WITNESSES 

Because there was more than one schedule for fi l i ng testimony, 
the specific filing d a tes for the testimonies to be util i zed in 
this hearing are indicated below . 

WITNESS APPEARING FOR I SSUES 

PIRECT 

Robert F. Benton I ntermedia 3/28/91 All 
(5/25/ 90 ) 

*Michael Viren Intermedia 3/28/91 All 
(*Intermedia has filed a motion to accept Mr. Viren's late
filed testimony) 

Joseph P . Gi llan 
(5/21/90) 

Ronald L. Tolliver 
(12/1 7/90) 

Intermedia 

Intermedia 

3/28/91 All 

3/28/91 All 

I 
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WITNESS 

Babette D. Escolas 
(12/20/90) 

Beverly Y. Menard 
(12/14/90) 

David B. Denton 
(12/14/90) 

c . L. Teal 
(12/14/90) 

REBUTTAL 

Joseph P. Gillan 
(1/ 15/91 ) 

Babette D. Escolas 
(1/15/91) 

David B. Denton 
(1/15/9 1) 

IV. BASIC POSITIONS 

APPEARING FOR 

Metropolitan 

GTEFL 

southern Bell 

United 

Intermedia 

Metropolitan 

Southe rn Be ll 

3/28/91 

3/28/91 

3/28/91 

3/28/91 

3/29/91 

3/29/91 

3/29/91 

ISSUES 

All 

All 

All 

1,3-7, 
9-14 , 16 , 
17,19 

331 

INTER.MEPIA ' S BASIC POSITION : The Commission shoul d permit 
competition in the dedicated transmission market . such competition 
will bring to the intrastate consumer benefits already e n joyed by 
the interstate consumer. Moreover , intrastate competition in this 
market cannot be reasonably expected to hurt financial] y local 
exchange companies , nor lead to increased local rate~ . 

To facilitate compet i tion in the dedicated transmiss ion 
market, the Commission s hould effect the fo llowing changes: 

1) adopt a certification procedure to authorize the entry of 
AAVs as transmission provi ders into the intrastate markets ; 

2) eliminate the "bypass res trictions ," which impede t he 
competitive provision of dedicated connections between e nd-users 
a nd interexchange carrie rs ; and 

3) eliminate the resale restrictions on private line service . 



r--
332 

ORDER NO. 2430 1 
DOCKET NO. 890183-TL 
PAGE 5 

METROPOLITAN ' S BASIC POSITION : Alternative Access Vendors 
( " AAVs"), which provide dedicated h igh speed voice and data 
transmission services , should be classified as interexchange 
carriers, and the Commission should encourage competition in the 
AAV market by adopting a certification procedure for entry into the 
AAV market . Competition will result in the lower prices, enhanced 
reliability, and innovative customized services which will bene fit 
significantly bus inesses in Florida . 

MCI ' S BASIC POSITION : The Coi'Dpetitive provision of 11alternative 
access vendor services11 intraEAEA private lines and 
j urisdictionally intrastate special access from end-users to IXCs -
- is in the public interest and should be authorized purs uant to 
Section 364.337(3)(a) , Florida Statutes . Other ser vices provided 
by compan ies that may ba labeled AAVs -- carrier to carrier link s , 
intra-carrier links , jurisdictionally interstate special a~cess , 
and i nterEAEA privat,e lines -- are either exempt from Commission 
jurisdiction or are clearly authorized activities for any compa ny 
that holds an IXC certificate. 

I 

SPRINT ' S BASIC POSITION: US Sprint holds a certificate o f public 
convenience and necessity from the Florida Public Service I 
Commission ( " Commission") to operate as a minor interexchange 
carrier. Access costs are a substantial part of US Sprin •s cost 
of doing business i n Florida. Because this docket could affect us 
Sprint ' s access to the local network and the rates for s uch access , 
US Sprint has a substantial interest in this proceeding. 

US Sprint is not an Alternative Access Vendor {" AAV " ) . 
US Sprint provides long distance telecommunicat ions services , not 
access services . AAVs provide primarily long distance access , no t 
long distance transport. 

US Sprint ' s position on the specific issues i n this 
proceeding is described in more detail below. 

GTEFL ' S BASIC POSITION: GTEFL ' s basic position in this proceeding 
is that a n AAV is a separate provider of telecommunicativns 
services that must be placed i n a regulatory classification for the 
purposes of insuring the consumer that price, quality and 
dependability are a ssured and will be protected unde r the 
Commission ' s regulatory jurisdiction. Based on the c urrent 
environment, AAVs can and have engaged in various types of bypass 
such as IXC to IXC transport and customer premi~e to ! XC access . 
The Commission ' s decision to regulate the AAV provider would serve 
to i nsure that this bypass is appropriate a nd that the loc al r ates 
are not unduly affected . In addition, GTEFL seeks t o explore i n I 
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this docket a ny a ttempts by AAVs t o engage in point-to-po int end 
user l ocal tra ns port. GTEFL opposes this type of local transpor 
and deems i t to be i n violation of the Company ' s franchise and 
applicable sta te statutes . Indeed, Section 364.337(3) (a) and 
(J) (b) , wh ich became law on oc ober 1, 1990, prohibits the AAV from 
providing any sort of switch i ng functionality and l ocal point-to
point trans port . 

UNITED ' S BASIC POSITION : United ' s basic position in this 
procee ding i s that most t e lecommunication products and services 
face some form of competition. AAVs' desire to compete in the 
provision of d edicat ed and basic exchange services is evidence of 
this fact . True competition is a catalyst for superior technology, 
improved service quality and t he establishment of rates which are 
marke t based. As s uc h, true compe titio n brings an 3rray of 
be nefits to the marketplace . However, the general body of 
ratepayers does not reap these benefits when competition is 
introduce d in an artificially r estr icted o r b iased manner. If 
d edicate d interexchange and basic exchange services are to be 
placed into a compet itive environment, the local exchange company 
(LEC) must be freed of certain r egulatory constraints . 
Specifically , the LEC must ha ve the ability to price flexibly and 
respond t o the demands of the marke tplace . Without s uch freedoms, 
the benefit s of competition will be enjoyed by a select segment of 
consumers at the e xpe ns e of those who do not have such alternatives 
available to them . 

SOUTHERN BELL'S BASIC POSITION: AAVs represent a new entrant into 
the telecommunications services market . On a technological level, 
the types of services that can be offe r ed by AAVs are literally 
unknown at t he present time. However, the range of services that 
can potentially be offered by AAVs is vast . Therefore, the effect 
AAVs will have o n the local e xc hange companies ( 11 LEC11

) and their 
exchange service subscribers ove r the long term shou! d be 
considered . The Commission s hou l d consider car efully the potentia 1 
effects of AAVs • e ntry i nto the t elecommunications marke t and 
balance these with its concern for universal service . AAVs should 
be prohibited from a ny d irect duplication of local exchange 
services absent a finding by this Commission pursuant to Sections 
364 .JJ5(J) and 364.337 ( 3), Florida Statutes. If AAVs are a l lowed 
to provide other telecommunications services in Florida , they 
should be subject to the same rules, r equirement s , and obligations 
as the LECs and the IXCs are today. These obligations should 
extend to providi ng s upport for universal serv ice . 

Finally, the Commission must provide regulatory flexibility so 
LECs can meet the challe nges of compet ition. AAVs intend to siphon 
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off services provided to large telecommunications users over the 
local exchange network which provide a contribution to universal 
service. To the extent that AAVs have the pote nti al to expar.d 
their service offerings, the loss of contribution could become 
significant. LECs need the regulatory flexibility to meet these 
competitive challenges before, not after, they develop. 

ALLTEL ' S BASIC POSITION: We expect tha t the Alternate Access 
Vendors (AAV) will be attracted to Local Exchange carrier's area 
with high access density and/or major business developments where 
high profit potential may be perceived to exist. Certainly, ALLTEL 
is convinced that although the initial AAV targets will be large 
metropolitan areas, eventually they will be attracted to our 
serving areas . 

The current access rules have been d eveloped through 
exhaustive deliberations and proceedings by the Federal 
Communications Commission and the Florida Public Service 
Commission. out of these proceedings has emerged a system of 
interconnection and access that is intended to properly balance 
public policy goals and insure that the public interest is being 

I 

met . At a minimum the four public policy goals of the indus try a s I 
set forth in the access environment must be considered. Those 
goals include, (1) preservation of universal service; (2) avoidance 
of unreasonable discrimination; (3) promotion of ne twork 
efficiency; and (4) minimization of uneconomic bypass. 

The issues relative to Alternate Access Vendors will be 
extremely important to ALLTEL as they relate to e x i st i ng and ye t t o 
be formed Commission policies. New market entrants should not 
undermine public policy goals or s ubvert jurisdic tional author1ty 
in the pursuit of their business ventures. 

OPC ' S BASIC POSITION: The Commission should allow alternative 
access vendors to provide unswitched pr i vate line services under 
Section 364.337, Florida Statutes. 

STAFF'S BASIC POSITION: Staff ' s basic position in this proceed i ng 
is that AAVs provide some services that are potentially i n the 
public interest. Currently, Chapter 364, Florida Statutes , limits 
the services that AAVs can provide to specific types of dedicated 
service . Staff believes that the competition to LECs ' d edica t ed 
services may provide ratepayers of a LEC wit h e nha nced 
telecommunications services at comparable rates . It d oes no t 
appear at this time that allowing AAVs t o operate will 
substantially impact the LEC . 

I 
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ISSUE 1: What is the definition of an Alternate Access Vendor 
(AAV) t What services do they currently provide? What services car. 
~hey provide, now or potentially? How are these services provided? 

INTERMEDIA: There is no generally accepte d definitio n of th is 
term, but most would probably agree that the term refe r s to a 
company, other than the local monopoly telephone company, that 
provides: 

(1) dedicated transmission path from one point-of-presence t o 
another point-of-presence of a single long distance company or 
from ono long distance c ompany to another (POP t o POP 
service); 

(2) dedicated transmission path from an end user t o ~he long 
distance company of the user ' s choice (end use r to POP) ; and, 

(3) dedicated transmission path from one end use r location t o 
one or more other e nd user locations (poin -to - point or point
to- multipoint) . 

Thus, in essence, an "AAV" is a dedicated transmission provide r, as 
are the LECs. Most AAVs provide dedicated, h igh speed transmission 
paths at DS1 (1. 5 44 million bits per s ,econd) and DS3 (44 . 73 6 
million bits per second) levels . The services are leased at 
monthly rates wi th a one-time nonrecurring charge a t the 
commencement of service. AAV " services" are often referred t o as 
pipes , t hat is , the AAV provides the conduit through which the user 
can send any form of digital intelligence, with all forms 
travelling through the p ipe identically. 

It appears that most AAVs will c ontinue to pro vide DS1 and DS3 
services for the foreseeable future. Most AAVs will also provide 
oso service or a frac tiona l DSl service for customer s who do not 
need the entire bandwidth of a full DS1. 

Mos t AAVs provide ring configured systems that are f u lly fiber 
optic. However, some AAVs i ntegrate microwave facilities int o 
their fiber networks. The ring topology is designed to maintain 
diversity t hroughout the system s uch that a failure at any node or 
a cable cut at any point in the system does not i nterrupt service . 
Moreover, most ( if not all) systems are equippe d with r edundant 
electronics that wil l automatically activate if the primary sy~tem 
fails for any reason. With these safeguards the systems are hig hly 
reliable . 



,-
336 

ORDER NO. 24301 
DOCKET NO. 890183 -TL 
PAGE 9 

M.ITROPOLITAN : It is difficult to def ine the t e r m alte r na t i ve 
access v e ndor , because the AAVs are in a c onstant proces s o f 
redefining themselves to s erve the market . There f o r e , the meani ng 
of AAV is and will be constantly changing . In g e ne r al , AAVs 
provide dedicated point-to-point ( non-s witched} service between t he 
points-of-presence ( " POPs ") of other t elephone co~panies and 
business users and among business user s. AAVs provid e h igh speed 
voic e and data tra nsmission. AAVs offer two dist i nc t t ypes of 
serv ices : (i) end-user to long distance carrier ( " !XC" ) s ervic es , 
a nd (ii) e nd-user to e nd-user service . These services are provided 
by a dedicated ( non-switched) point-to-point digita l f iber optic 
communications network . (In addition, AAVs will also provide 
service between a nd among the POPs of interexchang e c arriers . Both 
MFS and other carriers have already been certif~cated t o provide 
s uch service, which has not been clas sified as a n "al t e r native 
access" servic e . ) 

I 

~: Pursuant to Section 364 . 337(3) (a), an alte rna t i ve a ccess 
vendor (AAV ) is a company that provides the following s ervices : (i) 
p riva te line ser v ice between an entity and its f a c i li t i es at 
another location (i . e . t radi tional intraEAEA e nd-user t o e nd - user 
private line service) , and/or (ii) dedicate d access ser v ice between I 
a n end-user and an interexchange carrier (i.e . an alte rna t ive for 
traditional intrastate special access). A c ompany that pro v ides 
these "alternative access serv ices" may also provide o t her s e r vices 
that do not constitute alternative access , including : (a) carrier 
to carrier links , (b) intracarrier (POP t o POP) links , 
(c) jurisdictionally interstate dedicated a c cess service between a n 
e nd-user and a n IXC , and (d) i n terEAEA pr i vate line ser vice . MCI 
has only a limited understand i ng of the services AAVs provide and 
how they are provided, based o n the pre f i led t est imony of o the r 
parties to this docket. 

SPRINT : Florida Statute s Section 364. 337 ( 3) (a) p r ovides in 
relevant part: 

"alternative access ve ndor services " means the p r ov ision 
of private line service be tween an entity a nd its 
faci liti es at an~or loca tion or dedicate d a cces s 
s e r v ice between a n e nd-user and an i nterexchange c a rrier 
by other than a local exchange telec ommunic at ions 
company, and are considered to be inte r e xc ha ng e 
telecommunic ations s ervices . 

GTEFL : 
(AAV) 

The appropriate defin i tion of an Altern~te Acce~s Vendo r 
is by nature amorphous due to t he c hang i ng s tatutory 

I 
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environment in Florida and the fact that, ultimately, the ma rket 
will define those legal services which the AAVs will provide . 

Independent of statutory considerations , GTEFL defines an AAV 
as an entity which offers dedicated services as an alternative to 
the local exchange carrier (LEC). However , it should be noted that 
the definition of an AAV is subject to expansion and cannot be 
defined in a vacuum . Ultimately, an AAV provides an alternative to 
the LEC for certain services . Broad AAV service offerings include 
the following types of potential services: ( 1) point-to -point 
connections between two or more large bus i ness end user c u stomer 
locations; (2) connections between customer locations and their 
interexchange carrier ' s POP; and, (3) carrier-to-carrier 
connections, either for multiple points of presence for a single 
carrier or to connect two separate carriers. The foregoing listing 
of services has been limited to dedicated facilities transmission . 
However, this may not be the case in the future . For example , 
Metropolitan Fiber Systems (MFS) filed a petition with the Federal 
Communications Commission on November 16, 1989 , which i ndicates 
that at least this entity plans to provide s witched services i n the 
future. 

VNITEO: The Florida Legislature recently defined AAV operatio ns as 
"the provision of private line service between an entity and its 
facilities at another location or dudicated access service be tween 
an e nd user and a n i n terexchange carrier by other than a local 
exchange telecommunications company". Further, the Legislature 
considers these operations to be interexchange telecommunicatio ns 
services . It is United's position, however , that this definition 
does not adequately reflect that AAVs operate as local exchange 
providers for private line and select basic exchange services . 
AAVs provide services that would normally be provided by and are in 
direct competition with those provided by a local exchange company 
(LEC) . 

AAVs currently provide local termination and transport for 
interexch nge carriers (IXCs) and e nd users via metropolita n area 
networks and traditional dedicated service arrangements . These 
facilities allow the AAV to provision voice, data and video 
services in the form of 64 Kbps (DS-0), 1. 544 Mbps (DS-1) and 45 
Mbps (DS-3) private line cervices, all of which are services 
currently available from the LEC . 

Using either dedicated facilities and/or through the 
i ncorporation of switching equipment , AAVs can potentially 
provision most local exchange offerings , including ancillary 
features and functions. Current direct interconnection with end 
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users and hubbing arra ngements at a central node c r eat e the 
potential for AAVs t «" provide local calling today . 

SOUTHERN BELL: (a) The term Alternative Access Vendor can be 
defined as a common carrier which provides serv~ce and trans port 
facilities a lternatives to those normally provided by the LECs. 
Amended Section 364 . 337(3)(a), Florida Statutes, now provides a 
definition of "alternative access vendor services". The s t a tute 
states that "' alternative access vendor services ' mea ns the 
provision of private line service between an entity and its 
facilities at another location or dedicated acce ss servic e be tween 
a n end user and an interexchange carrier by other than a l oca l 
ex.c hange telecommunications company, and are conside r e d t o be 
interexchange telecommunication services ." Typically, their 
servi ces are provided through high capacity faci l ities in we l l 
defined , high density urban areas. 

(b) Generally, AAVs install their own fibe r fac ilit ies in 
geographically specific h igh density areas . They the n sup p ly h igh 
capacity serv ices, such as DSl o r DS3, for lease to end user s . 

I 

(c) Technologically, the range of services that c a n I 
potentially be offered by AAVs is vast . In~tially, by offer i ng 
high capacity dedicated services to customers and IXCs , t hey c a n 
establish a customer base. These services can be used t o a cces s a n 
IXC ' s POP or to provide private line service . To add s wi tching 
functionality to a n established AAV market would not b e d ifficu l t. 
With an established customer base to draw upon, an AAV cou ld the n 
begin to provi d e switched services to these large users. AAVs also 
have the potential ability to offer the same hubbing, multiplexing 
and digital cross- connect capabilities that LECs provide . 

(d) As described above , AAVs typically build the i r fibe r 
optic loops i n high density urban business districts . The fiber 
loops connect c ustomers and long distance c a rr i e r s through 
optoelectronics, usually place d o n a customer ' s premi se . Through 
the use of an optical multiplexer , the customer c onnect s the AAV' s 
facilities to its CPE. The AAV will then connec t the c us tomer, 
through the AAV ' s facilities, to an IXC switch. 

ALLTEL: ALLTEL has no definition of an AAV, but is awa r e of the 
definition of AAV services contained in the rewr i te o f Chapter 364 . 

~: The companies are in the best position t o provide this 
i n formation. 

I 
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STAFF : Sections 364 .335 and 364 . 337 , Florida Statutes , provides 
the basis for staff ' s definition of an AAV. Staff believes an AAV 
is a telecommunications company other than a LEC that provides 
ded1.cated pr i vate line service between an entity a nd that same 
entity ' s facilities at another location o r dedicated access service 
between an end-user a nd a n interexc hange carrier . Curre nt ly , AAVs 
provide only ) urisdictional l y interstate special access service . 
If AAVs are determined to be in the public interes t, AAVs can use 
their broadband networks to provide the following services . 

1. Intra exchange private line between an e nt i ty a nd that 
same ent ity 's facilities; and 

2. Interexchange private line between an entity and that 
same entity's facilities; and 

3 . Special Access between an end user and an i nterexchange 
carrier . 

ISSUE 2 : Do Sections 364. 335 and 364 . 337 , Florida Sta tutes , permit 
the Commission to authorize the provision of private line service 
by AAVs within a n exchange a rea? Should the Commission do so? 

INTERMEPIA: Yes. Section 364.335(3), Florida Statutes, 
specifically authorizes tho Commission to grant a cer tificate or 
the extension of a certificate to a certified AAV for the provision 
of a "private line service ... without determining the existi ng 
facilities are inadequate to meet the reasonable needs of the 
public and without having to amend the c e rtificate of another 
telecommunications company to remove the basis for competitio n or 
duplication of service. " Moreover, "pri vate line service" is 
defined for the purposes of the section to mean"·· · any point-to
point or point-to-multipoi nt service ded1.c ated to the exclusive use 
of an end-user for the transmission of any public 
telecommunications service . " 

This authorization o f competitive local private line service 
r emoves any concern that suc h competition violates the LEC ' s 
" franchise rights" unde x,:. the statute. Prior to the r evision of 
Chapter 364 to authorize such competi tion, the LECs e n joyed the 
statutory protection from competition with or duplicatio n of its 
l oca l excha nge services. Prov~ously, if the Commis s ion intended to 
authorize another entity to provide a service that competed with or 
duplicated a local exchange service of tho LEC , the LEC ' s 
certificate had to be amended to remove the basis of duplication or 
competition. Now the Commission need only find tha t s uch 
competitive local private line service is i n the public i nte rest . 
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Section 364 . 337 , Florida Statutes, does not address 
intraexchanga private line service. Rather, it specifically 
authorizes the provision of interexchange AAV services, inc luding 
non-local private line and bypass. 

Yes. As developed in other position statements, i t is in the 
public interest to allow all services contemplated for AAVs under 
the newly revised Chapter 364, Florida Statutes. 

METROPOLITAN: Sections 364.335 and 364 . 337 reflect the 
Legislature's unambiguous i ntent to permit private line service by 
AAVs within an exchange area. 

Section 364.337(3) (a) permits tha Commission to autho rize 
alternative access vendor services upon a showing that such service 
is in the public interest. Section 364.337(3)(a) defi t~es AAV 
service as "the provision of private line service between an entity 
and its facilities at another location or another dedicated access 
service between an end-user a nd an i nterexchange carrier by other 
than a local telecommunications company." 

I 

Section 364.335(3) explicitly gives the Commission authority I 
to grant a certificate to an alternative access vendor to provide 
private line service which is " either competitive or duplica tive" 
of local exchange services, on a showing that the service is in the 
public interest. 

Given recent introduction of these statutory provision s and 
the attendant debate, there appears to be little doubt that the 
Legislature intended to authorize AAVs to provide private line 
service which would b e in competition with LECs, and therefor e 
operating within a n exchange area. 

Significantly, in Section 364 . 01 (c) , (d) and (e), the 
Legislature has provided u seful guidance to the Commissio n in 
reaching its determination whether AAV service is in the public 
interest . 

Given the recent cnanges to Section 364 outlined above , the 
Commission should proceed to authorize AAV service within an 
exchange area. 

~: Yes. Section 364 . 337(3) (a) specifically permits the 
Commission to authorize "private line serv ice between a n entity and 
its facilities at another location." That section contains. ll.Q 
geographic restriction on the locations served. The statute 
classifies all such private line service, regardless of g eographic I 
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or exchange boundari es , a s " i nte rexc ha nge t elecommun i cations 
services . " By class ifyi ng ~ p r i vate l i ne serv i ce a!: 
" interexchange telecommunicati ons, " the Legis l atu r e has c l e ar l y 
removed private line service from the loca l e xc ha nge service 
monopoly provisions of Section 364.33 5 . That monopoly r emains on ly 
for traditional switched local exchange service . Bas ed o n t he 
public interest showings in this proceeding, the Commissi on s hould 
exercise its authority and permit the provision of all private line 
services by AAVs in competiti on with the LECs . 

SPRINT : OS Sprint has no pos i t i on on this issue at t h is time . 

GTEFL: The new Chapter 364, which became law on Octobe r 1 , 1990 , 
defines an alternative acce ss vendor as f ollows u nde r Se c tio n 
364.337 enti tled "Intra stat e Interexchange Telecommunications •• : 

(3) (a) If the commission finds the provision 
of alternative acce s s vendor servic e s t o be in 
the public interest, it may authorize the 
provision of s uch servic e . For t he purposes 
of this sec t i on , "alternative access ve ndor 
service s" means the provision of privat e line 
service betwe en an entity and i ts f aci l ities 
at another locat i on or dedicat ed access 
service be tween ~n end-user and an 
interexchange carrier by other tha n a loc al 
exchange telecommunications c ompany, a nd arc 
cons i dered to be i nt e r excha n ge 
t e l ecommunications s ervices. (emphasis added) 

(b) No person shall provide alterna tive 
access vendor services without firs t o bta in i ng 
a certificate from the commission. 

GTEFL interprets the foregoing statute a s on l y pe r mi tting 
intere xchange private l ine service between an ent i ty' s own mult i ple 
locations or the provision of acce ss between a n e ntity a nd a n 
interexchangc carrier's POP. Therefore, under Sections 364. 355 a nd 
364 . 337, the AAV's l egal operations in Florida wil l be l imite d t o 
dedicated interexchango s e rvice as d e scribed above a nd a ny 
switching functions or the prov ision of local excha nge t rans port 
between custome r locations wi l l be proh i b i t e d by l aw . 
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VNITEQ : The primary changes in Section 364.335, Florida Statu e;, 
for the purposes of this issue, were made in Sect i on 364 . 335 , (3 ) , 
which reads in part (in legislative format) as follows : 

The commission may shell not grant a certificate fore a 
proposed telecommunications~ company, or for the 
extension of an e xisting telecommunications telephone 
company , which will be in competition with or duplicate 
the local exchange services pro vided by a ny other 
telecommunications telepho~e company unless it first 
determines that the existing facilities are inadequate to 
meet the reasonable needs of the public and i t first 
amends the certificate of such other telecommunicat ions 
telepho~e company to remove the basis for competition of 
duplication of service . The commission may , however , 
grant such a certificate for a propo•ed 
telecolllT!lunications telephone company, or for the 
e xte nsion of an existing telecommunications -te-1-epftef\e 
company, which will be providing either competitive or 
duplicative pay telephone service pursuant to the 
provision of s . 364 . 3375. or private line service bv a 
certified alternative access yendor. ~ without 
determining that the e x isting facilities are inadequate 
to meet the reasonable needs of the public and without 
amending the certificate of another telecommun ications 
telephone company to remove t he basis for competition or 
duplication of services. for the purpose of this 
section . "private line service" means any poi nt-to-point 
or point-to-multipoi nt service dedicated to the exclusi vc 
use of a n e nd-user for the transmission of any public 
telecommunications service. 

The pr imary change in Section 36 4 . 337, Florida Statutes, for 
the purposes of this issue, was the addition of Section 364 . 337(3), 
which is new and reads as follows : 

(3) (a) If the commission finds the provision of 
alternative access vendor services to be in the public 
i nte r est , it may authorize the provision of such service . 
For the purposes o f this section, " alternative access 
vendor services" means the provision of private line 
service between an e ntity and its facilities at another 

1This is Section 364 . 335(3) i n the new statute, and Section 
364.335 (4) in the old s tatute. 

I 

I 

I 
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location or dedicated access service betwee n a n end-user 
and an interexchange carrier by other t ha n a local 
exchange telecommunications company, and are considered 
to be int rexehange telecommunications services. 

(b) No person shall provide alternative access vendo r 
services without first obtaining a certificate from the 
commission. 

The language quoted above from Section 364 . 335(3) first 
restricts the Commission from granting certificat es to 
telecommunications companies which compete with or duplicate local 
exchange services. Tho statute then creates exceptions to this 
restriction . One of the exceptions is that t he Commission may 
grant a certificate to an AAV which provides private line service 
without determining tha t existing facilities are inadequat ' · While 
this language seems clear, an element of confus ion is added by 
Section 364. 337(3 ) (a) which s tates that AAV service is the 
provision of private line service an~ is considered t o be 
ioterexchaoqe telecommunications service. 

Section 364.335( 3 ) and 364 .337(3) (a) are inconsis t e nt unless 
it is assumed the legislature meant to redef ine certain local 
exchange services as interexchange services for limit ed purposes. 
If that was the legi slature' s i ntent it is not clear from the 
language of the legislation. 

A second interpretation is that the legislature meant to 
restrict AAV's to the provision of interexchange private line 
service. 

A third i nterpreta tion is that the "intere xc hange " language is 
intended to mean that AAVs should be regulate d as i nterexchange 
carriers. 

A fourth interpretation is that since " private line " is 
defined d ifferently in Section 364 . 335 and Section 364 . 337 , and 
each definition is prefaced with the language " for the purposes of 
this section, " the langl\jlge of Section 364.335 applies to "private 
line" service as def i ned in that Section, and the language of 
Section 364.337 applies to the "private line service" defined in 
that Section . This fourth interpretation would apply Section 

2The language in 364.335(3) is also confusing because it only 
permits the Commission to grant a certificate to a " certified., AAV . 

343 
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364 . 335 to AAV services provided between e nd-users locations, and 
apply Section 364.337 to AAV serv ice pro v ided between end-user and 
IXC locations . 

The statutory language is difficult to i nterpret and may be in 
conflict, and should not be relied on to make irreversible 
decisions which determi ne substantial interests. 

Even if the statutory language were clear, the Commission 
s hould not authorize AAVs to provide private l i ne services within 
an exchange area. Provision of such service would allow AAVs to 
provide local exchange service in competition with t he existing 
LECs. The AAVs ha v e no requirement t o serve, and would c hoose to 
serve only the more lucrative customer s. Loss of the contribution 
provided by these customers would be detrimental to the general 
body of ratepayers . 

I 

SOUTHERN BELL: Amended Section 364.337, Florida Statutes, 
prohibits an AAV from providin9 services other than interexchange 
services. The section states that the provision of "'alternative 
access vendor services' moans the provision of private line service 
between an entity a nd i ts facilities at another location ... and are I 
considered to be interexchange telecommunication services ." 
Southern Bell reserves the right to elaborate on this issue in its 
post- hearing brief . 

ALLTEL : No position at this t ime . 

~: Yes, these statutes permit the Commission to authorize the 
provision of private line service by AAVs within an exchange area . 
The Commission should do so. 

STAFF: Yes . Section 364.33 5 , Florida Statutes, permits the 
Commission to authorize the provision of intraexcha nge private line 
service. The Commission s hould only allow AAVs to provide such 
services if it is found to be in the public interest. 

ISSUE 3: Should AAVs be classified as 
providers of t elecommunications services? 
separate rules and certification? 

a separate class of 
If so , do they require 

INTEBMEDIA: Yes . To the extent that AAVs do not fit neatly within 
any of the existing classifications it may be helpful to establish 
a separate classification, as the Legislature recently did . As 
presently configured in Florida, AAVs are most analogous to 
i nterexchange carriers since the special access services they 
provide carry only long distance traffic . I 
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Intra state priva t e l i ne and s pe c i a l a ccess carrier s ought to 
be licensed as competitive c arriers a nd al lowed t o f ully compete in 
t he dedicated transmis sion market. This means tha t the bypass 
prohibition must be discontinued for spec ial access a nd that 
private line competition be opened up. The dominant /nondominant 
carrier classification would s P-em to logical ly apply as well . The 
rules which apply present ly to nondominant intere xc ha nge carr ie r s 
would appear to naturally apply to nondorni na nt p rov i d e r s of the 
special access and private line market. 

METBOPOLITAN: AAVs should not be classified sepa r a t ely . They 
should be clas sified as interexchange carriers, and AAVs should be 
subj e ct to the same or similar rules and certifica t ion r equi r ements 
as other interexchange carrie rs. Competitio n a mong AAV and other 
interexchange c arriers will produce self-regula t ion. The AAVs 
s hould be subject to regulation which fosters c ompeti r ion a nd 
brings addi t i ona l entra nts to the telecommunicatio ns mar ket . 

~: Pura uant to Secti on 364. 337(3) (a), alternative a ccess vendor 
services (i.e. intras tate special acce s s a nct i ntraEAEA ~rivate 

line) are specifically " c onsidered to be interexcha nge services ." 
The provision of this s ubc l ass of inte rexc hange ser vices can be 
authorized by the Commission based on a public interest finding. 
Because these services a re classif ied a s inte r excha nge services, 
the existing IXC rules a nd c e rtification procedures would appear t o 
be applicable to AAVs . However, some mod ificat ions may be 
necessary in subsequent rulemaking proceedi ngs t o reflect the 
unique nature of AAV s e rvice s. 

SPRINT: If the Commission determines tha t r egulatio n of AAVs is in 
the public interest, US Sprint supports r e gu l ating AAVs in the s~me 
manner as minor IXCs. 

GTEFL: The Commi ssion's experie nce in pre vious d ocke t s concerning 
cellular carriers and nonLEC PATS providers revea l s the p r oblems 
associated with trying to " pigeon hole" a new e ntra nt into t he 
market based on existi ng carrier c lassifica tio ns . All new 
providers in the market have certain aspects of their operati~ns 
which are similar to existing participants in the industry . GTEFL 
feels that the rules applicable to a new entrant should be based on 
activities the new entrant engages in. In this cas e, the AAVs will 
be competing with the LEC for dedicated access t o an i n terexchange 
carrier POP and for interc xchange priva te l i ne service . All other 
activiti es will be prohibite d by law. The refo r e , t he separate 
rules and certification requirements appl icable t o the AAV s hould 
be based on the rules and require me nts applicable to t heir 
competitors - the LECs. 
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GTEFL is a certificated LEC providing s e rvice to all e nd-us ers 
withi n its service territory and, as such , is p~ohibited by sta tute 
from discriminating in favor of or against any pers on as t o rates 
or service conditions or quality. In exchange for assuming th is 
obligation of providing nondiscriminat ory universal servi ce with i n 
its service territory , GTEFL has h istorically been allowed to 
provide such service free of competition. The introduc t ion of 
competition within GTEFL ' s service territory raises s i gni f icant 
public interest and policy concerns. GTEFL submits tha t the 
Commission must either release GTEFL from some of its current 
obligations regarding universal service, carrier last res ort, a nd 
other such matters or make these conditions appl i cable to the 
AAV. 

The Commission, at a minimum, should categorize the AAV as a 
strictly regulated entity with accountabilities to the Commiss · on 
for service standards, performance monitoring, rates, complaint 
responsibility and other tenets of both the FPSC rules a nd Ch a pte r 
364 requirements. 

I 

UNI TED: AAVs should be clas sified based on the t ype of service 
they provide . If they provi de interexchange service , they should I 
meet the requirements and abide by the statutes a nd r egula t ions 
that apply to interexchange carriPrs. If AAVs provi d e l ocal 
exchange service, they should meet the requirements and abi d e by 
the statutes and rules that apply to local exchange comp a n ies . If 
they provide both types of services, they should be requ ired t o 
meet both sets of requirements, including c e r ti fi cation 
requirements. This is the same requirement that i s placed o n local 
exchange companies that provide local service and a l s o pro v ide 
intraLATA long distance servi ce. The degree of regulation f o r a ny 
service should be consistent regardless o f wha t entity provides the 
service. 

SOUIHEBN BELL: Amended Section 364 . J3 7( 3) (b), Florida Statute~ , 

requires t hat AAVs be certificated. Section 364. 337 per mits 
different rules for AAVs . AAVs should be class ified based on the 
services that they are allowed to provide. 

ALLT£L: No position at this time. 

~: The Citizens have no position at this time . 

STAFF: Yes. AAVs should be consi dered 
telecommunications service provi ders with 
certification procedures. 

a s epara te c lass of 
separa t e rules and 

I 
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ISSUE 4 : Are the services provided by, or p o t e ntially provided by , 
an AAV in the public interest and why? 

INTEBMEDIA: Yes. The competitive provisio n o f d edicat ed 
transmission path services offer customers choices hi s t orical ly 
unavailable to consumers in either interstate or i ntrast a t e 
markets. currently such competition exists in i nte r s t a t e marke t s 
and consequently a variety of services based on de dicated h igh 
capacity lines are being made available more qu ickly , less 
expensively, and at higher quality than before. It i s i n t he 
public interest to extend these benefits to intras tate cons umers . 

The public interest is enhanced if consume r s o f the ser vice 
are better served. For example, the services pro v i d ed by an 
alternative access vendor greatly enhanc e communicat ions 
reliability. Many high volume communications c us t omer s cannot, 
under any circumstances , afford a failure of their comml'n icati ons 
systems. Competition permits these customers to obta in access to 
their long distance carrier(s) through more tha n one compa ny -
inter-company route diversity. This is an attrac t ive alte rna t ive 
to many customers who do not prefer t o pu t all t heir 
telecommunications eggs in one basket . 

METROPOLITAN : The s e rvices which are or will be provided by the 
AAVs are definitely in the public interest . Cons umers benefi t from 
the reduced prices and enhanced services which resu l t from 
competition in the marketplace. Should MFS dete rmi ne to enter t he 
AAV market in Florida, its digital fiber optic ne twork wi l l f urther 
the public interest by providing innovative cus tomized services and 
enhanced telecommunications reliability . MFS' s entr y i nto the 
digital private line market in Florida would a i d i n d eveloping an 
advanced telecommunications infrastructure critical t o business 
users. 

~: Yes . The provision of AAV services by parties other than the 
local exchange companies would bring consumers the benefi t s of 
competition, including network diversity and redundanc y tha t many 
customers desire. 

SPRINT : While US Sprin~has not compared AAV and LEC services in 
Florida, the presence of AAVs tends to enhance incentives for LECs 
to incorporate advance d technology into their networks i n o r der to 
provide access features and functions that are c ompara ble to t hose 
provided by AAVs. To the extent that LECS respond t o t hese 
incentives , the pres ence of AAVs enhances the r e lia bi lity of ~he 
telecommunications ne twork. In a ddition to f ast e r i nc orporation of 
new technology and services, allowing AAV competition in Flor ida 
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could benef it consumers by improving firms ' res ponsive ne·ss t o 
customer needs, increasing consumer choices of services and 
services providers, and lowering prices. An additiona l benefit to 
consumers from AAV competition is the availa bility of d iver se 
routing of access to assure the survivability of telecommunica t ions 
services . These benefits could improve the quality and rel iabi l ity 
of telecommunications services generally. These benef its a r e i n 
t he public interest. 

GTEFL : GTEFL is of the opinion that AAVs are not ope r a t ing i n the 
public interest at the current time. The curre nt r ules a nd 
regulations applicable to AAV service offerings a r e limi t ed t o a 
lucrative specific market segment resulting in a l oss o f h igh 
reve nue customers which provide a substantial s ubs i a y t o GTEFL' s 
universal service and c a rrier of last res ort obligations . As l ong 
as the AAVs operate in an environment absent of adequate regu la~ory 
compliance measures, the AAVs will not ope rate i n t he publ ic 
interest . 

GTEFL feels that it is the Commission ' s decis~on t o det e r mi ne 

I 

the impact of such AAV competition on the followi ng i t ems : ( 1 ) 
universal service; (2) the ultimate quality o f serv ice r eceive d by I 
customers ; (3) the creation of pricing disparities ; ( 4 ) the loss of 
subsidies; and (5) whether end-users benefit from the t e l epho ne 
services provided by this new breed of carrier. 

In resolving these c oncerns, GTEFL feels tha t t he Commission 
must examine the existing regulatory system and the LEC ' s exis t ing 
rate structures, both of which are predicated upon t he absence of 
competition within its service territory . At a minimum , GTEFL 
f e els that the Commission must examine: (1) r a te a ve r aging/ 
deaveraging; (2) carrier of l ast resort obligations ; ( 3 ) universal 
service; (4) franchise rights and obligations ; a nd , (5) pr otection 
o f end-user customer interests . 

VNITEO : If the provis ion of s ervic e by AAVs i s accomplished in a 
nonbiased manne r, and, therefore, results in the f ul l benefits 
a s sociate d with true c ompetition, the public interest 'tJi 11 be 
served. The public inte~st is not served, however, by compet ition 
which is introduced in an artifi cially restricted or b i ased manner 
that deprives the custome rs of all potential benefits. 

SOUTHERN BELL: If, a s it now appear s , alte rnative access vendors 
intend to duplicate many services presently provi d ed by LECs , a nd 
if the Commission decides tha t such additional compe t i t ion is i n 
the public ' s interest, signific ant regula tory r efor ms are 
abs olutely nec e s sary to ensure that suc h c ompe tit ion i s based on I 
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economic benefits ("ec onomic competi tion") a nd not merely 
diff erences in regulatory treatment ("unec onomic competition" ) . 

In determ1ning whether or not AAV services are i n t he public 
interest, the Commission must balance its c once rn for universal 
service and the level of exchange serv~ce rates agains t its d esi r e 
to foster increased competition for tele communi catio ns services . 

If the Commissio n d e t e rmines that greater c ompe t i t ion i n this 
market segment is in the public's interest, prope r r e gu lat o r y 
reforms must precede the introduction of suc h compe t ition . 
Otherwise, the result of such a determinati on wi ll i nclude 
unwarrante d erosion o f the LECs' subscriber base , loss of 
contribution, and consequent higher local excha nge r ates . 

ALLTEL: No pos ition at thi s t i me. 

QeQ : The provi sion of uns witche d private line ser vices by AAVs 
would be in the public i nterest. The provision of such services 
will provide c ustomer s additional choices and perh aps greater 
r e liability for their telecommunications needs. 

STAFF: Granting AAVs the authority to prov i de priva t e line ser vice 
provides large end users an adde d alternative to the LEC pr i vate 
line service. In additi on, AAVs may provide l a rge e nd user s with 
a high quality serv ice at comparable rates. Curre nt ly , i t does n ot 
appear that granting this authority to the AAVs will adversely 
impact LEC ratepayers . If the services are more cost effective and 
economically efficient than LEC services, they may be i n the public 
interest. Also, to the extent that they provide nee d e d r edundancy 
not otherwise available, the services provide d by AAVs may be in 
the public inte res t. 

ISSUE 5 : Are the ser vic e s provi ded andjor proposed t o be provid ed 
by AAVs consistent and i n c omplianc e with exis ting Florida Public 
Service Commission orders, rules and policies, e specially r egardi11g 
bypass and/or resale of loc al transport? Why o r why not? 

INTERHEOIA : The services provided by Intermed i a Commu n ica t ions of 
Florida , Inc. to date have been restricte d to j uris d ict iona lly 
defined interstate access. Thus , Florida Commiss ion o rde r s have 
not been applic able. Moreover, under Sec tion 364. 335 , Flo rida 
Statutes, bypass and loc al transport are now speci f ically 
contemplated, and the Commiss ion has not yet anno unced i t s policy 
unde r this provision. 



ORDER NO. 24301 
DOCKET NO. 890183-TL 
PAGE 23 

METROPOLITAN: Any service provided by MFS wil l be in compliance 
with Commission rules existing at that time . 

HQI: The services defined as alter native acces s vendor services 
(i.e. intrastate special access and i ntraEAEA private line) could 
potentially violate the Commission ' s current policy regarding 
bypass. However, under Section J64.JJ7(3)(a) the c urrent bypass 
restriction should be elimina ted based upo n a finding that the 
provision of AAV services by parties other tha n the local exchange 
companies is in the public interest. 

SPRINT: The present bypass restriction essentially addresses IXC
constructed bypass facilities, not bypas s facilities that are owned 
and operated by end users. The existing bypass restriction is 
the refore ineffective and should be eliminated. 

GTEFL: GTEFL feels that the AAVs are i n vio lation of Order No . 
16804 i ssued in Docket No. 810537-TP concerni ng the deployment of 
facilities to bypass the local exchange network. GTEFL feels that 
under the existing statutory framework, any provision o r r esale of 
local transport by the AAVs is a violation of GTEFL ' s f ranchise and 

I 

state law. GTEFL further submi ts that, under the new Chapte r, the I 
Legislature considered the issue of local transport and dec1d e d to 
prohibit the AAVs from engaging in this function. 

UNITED : United considers all AAV services t o be bypass of LEC 
serv1ces. However, because the appropriate justificatio n specified 
in Docket No. 820537- TP, Order No . 12765 has not been provided, 
United cannot determine if this bypass is uneconomical . 

SOVTHERN BELL: Services that AAVs plan to provi d e appear t o be 
inconsistent with orders already in effect regarding bypas~. Under 
those orders, no !XC can bypass a LEC ' s network unless it can do so 
at a competitive price a nd i n a more timely manner t han the LEC . 
The IXC must f i rst provide formal notice to the Commission of the 
proposed bypass prior to initiating construction of facilities . ro 
Southern Bell's knowledge, no AAV has fil e d formal notice t o seek 
authorization for suc h bypass . 

ALLTEL: No position at this time. 

~: The Citizens have no position a t this time . 

STAFF: No. AAVs are curr~ntly certificated in Flori d a as IXCs 
providing intrastate interexchange long distance service and 
j urisdictionally interstate private line traffic. The AAVs con tend 
that they trans port traffic that is at least 10% interstate and , I 
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therefore, for All traffi c i ncluding intrastate, they fall under 
the jurisdiction of the FCC and not this Commission (FCC Order No . 

89-124) . Further, AAVs would 1 i ke to be allowed t o provide 
intraexchange private line a nd special access service. These 
proposed services are in violation of the bypass restrictio n . 

ISSUE 6: How can the jurisdictional nature of traffic carried over 
an AAV provided service be determined? How is jur isdict ional call 

screening performed by AAVs? If not currently performed by the 

AAVs, can it be performed? How expensive is it to perform? 

INTERMEOIA : The high capacity dedicate d special access lines 
p rovided by AAVs and by LECs do not pass through a ny device that 
permits the provider of the l i ne to monitor the jurisdictional 

nature of the traffic carried over the facility. Currently, the 

only way to verify is through customer-provi ded data, if the 
c ustomer has the means to collect it . The jurisdictio nal na ture of 

tho traffic could be determined by installing a switch at one end 

ot the transmission path. The cost of providing this detection 
capacity would be the cost o r a swi tch. 

METROPOLITAN: At present, determinc1tion of the jurisdictional 
nature of an individual message is performed wi th i n a te lephone 
switching device. Unless an AAV facility is equipped to perform 

switch ing functions , it does not have the capaci ty t o scree n 
traffic. An AAV can duplicate IXC or LEC facilities by installing 
s wi tch and multiplexer equipment t o screen call s . Switch costs are 

sensiti ve to scale. Switching devi ces capable of screening all 

calls in a typical MFS high capacity fiber optic trunk would cost 

about one million dollars. MFS will provide only dedicated (i . e . , 
non-switched) carrier to carrier service, and the r efore wil l not be 

screening traffic . 

~: Absent some form of s witc hing and recording equipment , which 

docs not appear to be necessary for the provision of AAV services, 
MCI does not know how the jurisdictional nature of traf fic ~an be 

determined . 

SPRINT : US Sprint has n o information that is responsive to this 

issue. 

GTEFL : It is GTEFL ' s unders tanding that AAVs a r e not currently 
measuring the jurisdict1onal split of the traffic carried over its 

transmission facili t ies . However, a s demonstrated by the direct 

testimony file d by MFS, this capability can be impleme nted by the 

AAVs at an average cost per system of approximately $1 , 000,000. 
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UNITEp: The jurisdictional nature of traffic transported o ver 
s witched facilities can be determined through dialed digit 

analysis, similar to that performed by a LEC central office tandem 
switch or an intelligent PBX. The jurisdictional nature of traffic 
transported over dedicated facilities can only be determined 
through the use of equivalent ancillary equipment, such as a call 

disposition analyzer (CDA). This type of equipment is available 
from numerous vendors at varying costs. United does not know whic h 

option , if either, is used by AAVs at the current time or ho w AAVs 

will/can perform jurisdictional call screening. 

SOUTHERN BELL: Jurisdictional call screening is an essential 
requirement in the provision of AAV services . At the very least, 

AAV customers should provide reports that would r e present a 
reasonable estimate as to the iurisd ictional nature o f the traff1c 
AAVs carry. 

ALLIEL: No position at this time. 

~: The companies are in the best position to provide this 
information. 

I 

STAFF : The jurisdictional nature of traff ic carried by an AAV I 
cannot be determined. Call screening cannot be performed withou t 
switching capabilities . 

ISSUE 7: Is an AAV' s network configured to perform switching 
functions? If so, describe the switching functions it performs . 

INTERMEOIA: On information and belief, only two AAVs have the 
abili ty to switch . Eastern Telelogic in Philadelphia has purchased 

a switch that is for the purpose of reselling long dis t ance 

services . Intermedia also understands that New York Teleport has 

purchased two SESS switches to provide Centrex. 

METROPOLITAN: No universal definit i on of " an AAV ne twork" exists . 

AAV networks can be configured to perform switching functions . MFS 
does not provide switched services i n a ny of the ten cities 

nationwide where it pre sently provides service , and MFS does no t 
contemplate providing s witched service in Florida. 

~: MCI has no knowl dge concerning the current o pera t ion of AAV 
networks, although it does not appear that switching is necessary 
to the provision of alternative access vendor services as defined 

by Section J64.JJ7(J) (a). 

I 
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SPRINT: US Sprint has no i nformation that is r esponsive to th is 
issue . 

GTEFL: At the current time, GTEFL is not aware of any instance in 
Flori a where an AAV is directly provi ding switch~ng functionality. 
~owever, that capability i s present and can be tec hnica lly utilized 
in the nea r future. For example, Teleport has purc hased t wo 5ESS 
switches which can be used to perform switching fu nc tions. 
Furthermore, MFS is seeking the ability to have LEC access 
unbundled which will result in switching functionality being 
obtained from the LEC while the AAV selectively deploys inter office 
circuits. 

UNITEo: While AAVs in other parts o f the nation are utilizing 
switching equipment to expand the scope of s e rvices t hey can o ffer, 
United is unaware of any instances within the State of Florida 
where an AAV has incorporated switching equipment into i t s physica l 
network. Switching functions can be performed, however, wi thout a 
physical switch by routing traffic through the s witching equipment 
or intelligent PBX of an affil iate or customer . Given adequate 
capacity and f unctionality, this configuration would allow the AAV 
to provide a full spectrum of services identical t o and in 
competition with those offered by the LEC . 

SOUTHERN BELL: This io unknown at present, but certa i n ly the 
potential exists for these vendors or their customers to provide 
switching functions. The performance of switching functions would 
create a sign ificant and seriou~ e rosion of LEC switched service 
revenues thus leading to increased upward pressure on local 
exchange service rates. 

ALLTEL: ALLTEL is not familiar with the conf iguratio n of an AAV 
network. 

~: The companies are in the best positio n t o provide this 
information. 

STAFF : No. AAVs do not currently perform switching fu nctions in 
their networks . 

ISSUE 8: Are AAVs telephone companies providing local exchange 
service with i n the meaning of Chapter 364, Florida Statutes? Why 
or why not? Will AAVs infringe on the franc hise rights of the 
LECs? 

INTERMEPIA: 
Intormedia, 

The only AAV currently active in Florida is 
which does not provide jurisdictionally i ntrastate 
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service . 
exchange 
rights. 

Intermedia has not provided any service that is local 
service or o therwise infringes on aLEC ' s f r a nc h ise 

As already noted in tho response to Issue 2, the competitive 
provision of local private line service by certified AAVs wi ll not 
infringe on the franchise rights of the LECs . New Sectio n 
364.33 5(3) expressly authorizes the provision of competitive l oc al 
private line without having to amend the LEC ' s certifi c a te. 

METROPOLITAN: No . The term " local exchange service" contempl ate s, 
above all, a switching and exchange function. MFS is no t 
conte~plating performing switching functions in Flor i d a . Even if 
it were, an AAV authorized to perform dedicated services would have 
to receive Commission authorization prior to provi ding s witc h e d 
services. Therefore, the provision of AAV services , as 
contemplated in this proceeding, will not duplicate local excoange 
services and will not infringe upon LEC franchise rights. 

I 

~: No. Pursuant to Section 364.377(3) (a), alternati ve a ccess 
vendor serv ices are considered to be interexc ha nge 
telecommunications services, and therefore do not constitute local I 
exchange service and would not infringe on the franchise r i ghts of 
the LECs . 

SPRINT : Florida Statutes Section 364.337(3) (a) provides in r e l e va nt 
part that "alternative access ve ndee services . . . a re cons i der e d 
to be interexchange telecommunications services ." To the e xte nt 
that AAV service features, functions and flexibi l ity d i f fer 
s ubstantially from similar LEC access services, they do no t 
necessarily compete with LEC access services. To the extent t h a t 
AAVs a nd LECs offer substitute services, they of f er competing 
services. 

GTEFL: Yes. Chapter 364.02 sets forth an expansive d e f i n i t ion of 
telecommunications compa ny and telephone facility whic h i ncludes 
any activity which makes use of a telephone facility. Th is broad 
definition of a telecommunications company e ncompasse s a ny 
provision of telephone service within the State of Florida . 
Furthermore , the new Chapter 364 explicitly l i mits the permitte d 
operations of AAVs to interexchange service. GTEFL submits tha t 
the operations of the AAVs will i nfringe on the franchise rights of 
the LECs as operations curren ly exist . 

UNITEQ: This issue has been dropped. 

I 
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SOVTHEBN BELL: Amended Section 364.02(7) , Florida St a tutes , 
provides that anyone "offering 2-way telecommunications s e rvice t o 
the public for hire wi thin the state by the use of a 
telecommunications facility " is a telecommunic ations compa ny . 
According to this definition, AAVs are telecommunications c ompanies 
with i n the meaning of the Florida Statutes. In add i t i on, AAVs are 
providing or intend to provide local exchaRge service in Flo r i d a . 

(b) Unless an AAV applies for a certificate o f p ublic 
convenience and necessity as required by Section 364.3 37 ( 3) (b ) , 
Florida Statute , and unless the Commission grants suc h a 
certificate based upon an appropriate finding pursuant to Sect ion 
364.337(3) (a), Florida Statutes, then an AAV's provision i ng of 
local exchange service would violate the Florida laws purs ua n t t o 
which the LECs ' certificates were granted. 

ALLTEL : Yes . As ALLTEL understands the services describP.d i n 
prefiled testimony and pleadings. AAVs are prov iding 
t elecommunications services . 

Q££: AAVs are providing telephone servic e wi thin the mea ni ng of 
Chapter 364 , Florida Statutes. 

STAFF : Yes. Section 364.335 , Florida Statutes, allows AAVs t o 
provide intraexchange private l ine . Historically, i ntrae xc ha nge 
private line has been considered a local exchange service . AAVs 
that provide intraexchange private line will be providing what is 
typically considered aLEC provided service. However, Chap t e r 364 , 
Florida Statutes, allows several entities to provid e services tha t 
are normally LEC services, such a o STS and PATS providers . 

ISSUE 9 : What effect will the provis ion of services by AAVs have 
on the local telephone rates of certi f icated LECs ? What effect d o 
special access or private line services, whether provide d by a LSC 
or an AAV, have on universal service? What means can be d e veloped 
to mitigate any such effects? 

INTEBMEPIA: The provi sion of competitive intrastate s e rvices by 
AAVs s hould have no sho~ or long term negative effec t s o n l cca1 
telephone rates or universal s ervice. Since dive stiture, the local 
exchange monopoly telephone companies have used their cons iderable 
resources to consistently resist competitive alternative 
telecommunications providers. In the proc e s s of r e s ist i ng, this 
Commission has been repeatedly told by the LECs tha t competit ion 
will drain revenues and contribution resulti ng in upwa r d pressu r e 
on local rates and negative effects on univers al service . A bri ~f 
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review of recent history of competition paints a much differe nt 
picture . 

Since divestiture, t he LECs have faced increased competition 
from different alternative telecommunications providers. In 
addition, the LECs have bypassed their own switched services, which 
provided contribution in support of universal service, with pri va t e 
line services that provided little or no contribution . In spite o f 
the LECs bypassing themselves, the a p parent loss of contribution, 
and incr eased competition from oth e r sources, basic local rates and 
universal service have not suffered . On the contrary, one can 
easily reach t h e conclusion t hat competition has benefitted 
Florida ' s telecommunications users . 

In the Florida Public Service Commission ' s December 1989 , 
Report on Competition to the Florida Legislature, the Commissio n 
reported t .hat between November 1983 a nd July 1989, the pe r c enLage 
of Florida households with telephones dramatically increased from 
85 . 5\ t o 93 . 1 \ . And , rates for basic local telephone service 
remained among the lowest in the country. 

I 

The record i n this docket will s how tha t the market for AAV I 
services is extremely small . Southern Bell respo nded i n 
i nterrogatories that their 1989 hi-cap intrastate leases were only 
26 hu ndredths of a percent of t heir total intrastate r evenues . 
Con sidering that the LECs are formidable competitors, it is 
difficult, if not impossible , to imagine even under the bes t ma rke t 
scenario, that AAVs could penetrate such a small market to s uc h a 
degree as to impact overall LEC earnings and local rates . 

METROPOLITAN : The provisio n of services by AAVs will have l i tt le , 
if any , effect on telephone rates i"l g e neral. Where the AAVs 
compete with the LECs on specific services, such as spe cia l acces~ 
or private line services , competition will provide consume r s with 
the benefit of lower rates . MFS be lieves that thes e lower r a t es 
will r esult i n market growth. Therefore, even supposing that AAVs 
were t o dominate special access a nd/or private line service s, LEC 
revenues would not decrease significantly and , becaus e o f t he 
lar ger market , could in~ease . Thus , there should be little o r no 
negative fina ncial impact o n u n i ve r sal serv ice . Supposing t hat 
t here was an impact, however , the Commission could establi s h a 
contribution mechanism whereby the AAVs , as well as the LEC , could 
contribute to a universal service fund based on a no ndiscrimina t o r y 
predetermined formula. 

MFS believes that the 1988 BellSouth Reve nues suppo r t this 
conc lusion. MFS estimates that intraLATA specia l access and I 
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private line revenues represent less than 2\ of total DellSouth 
revenues. AAVs can be expected to control only a small portion of 
the special access market . Nevertheless, even s upposing that an 
AAV could dominate that market, the amount of affected BellSouth 
revenues would represent a minuscule percentage of t o t al BellSouth 
operating revenues. Under this worst case scenario, the LEC would 
be hard pressed to justify a rate adj us t ment for its other 
services. Moreover , Florida is a growing market, and even 
supposing a loss of market share, there is no reason to believe 
that the LEC would experience an overall loss of r evenue . 

~: MCI has seen no evidenc e that the provisio n of alterna tive 
access ve ndor services need have any effect on the local t elephone 
rates of certified LEes. MCI has also seen no evidence that 
special access or private line services have any 3dverse effect o n 
universal service . 

SPRINT: US Sprint has no information about the impact, if any , of 
access competition on l ocal telephone rates in Florida. US Spr int 
has not performed any studies to determine wha t, if any , effect 
special access or private line services have had o n uni versal 
service , and has no information on what means can be developed to 
mitigate any such effects. 

GTEFL : The effect of AAVs on the telephone rates of LECs cannot be 
determined until the Commission establishes the appropria t e rules 
and regu lations applicable to AAVs. However, as a general 
statement , AAVs ' target market areas only include large business 
customers and, therefore, this form of competition eliminates high 
volume usage which subsidizes rates for other customer s . 
Furthermore, GTEFL's existing regulatory environment has not 
changed enough to allow GTEFL to compete with the AAV offer1ng s. 
The AAV can offer a simpler rate s tructure, individual variable 
contract terms, volume discounts, and package services togeth e r 
with little, if any, regula tory constraints . The effect of AAVs on 
the LECs will be d ecreased if the LECs are granted the same 
flex i bility as any other competitor to change its rates when 
competitive services are involved . 

UNITEP: The provision of service by AAVs will create yet another 
source of upward pressure on the rates of other services provided 
by the LEC. AAVs wi ll target the most profitable segment o f the 
communications market (high usage business cust omers) whir.h 
provides a substantial contribution to the maintena nce of l ow l ocal 
service rates. More s pecifically, as the inte r state and intrastate 
toll traffic generated by this customer se9ment is remo ved from the 
LEC' s switched network and migrated t o the AAV ' s dedicated 
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facilities, not only will significant revenue streams necessary for 
the maintenance of low local service rates be lost, but also the 
jurisdictional assignment of cost to the interstate jurisdiction 
will be reduced while the allocation of cost to the intrastate 
jurisdiction will be increased. As a result, a greater portion of 
the cost of the network will be shifted to local service . 
Additionally, as the scope of the services offered by AAVs expands 
more fully into traditional basic exchange offerings a nd LECs 
evolve as providers of last resort in the local markets as well as 
the toll markets , average rates can not be maintained . 

SOUTHERN BELL: (a) AAVs target their efforts at large users in 
well- defined urban areas which currently provide a significant 
source of contribution to the common costs of maintaining the local 
exchange network. Erosion and loss of this contribution wi l l 
necessarily lead to higher local telephone rates than would 
otherwise occur. 

I 

(b) There is a market need for dedicated services that 
provide voice or data communicat ions. To the exte nt that LEe
provided special access and private line services replace usage
based toll services, they do not provide t he same levels of I 
c ontribution as do switched toll type services . on the other hand, 
i f special access or private line services are provided by an AAV, 
there is not contribution towards universal service . 

(c) If these services arc recogn ized as competitive a nd 
allowed by the Commission , steps must be taken that will allow 
local exchange companies to compete fairly for large business 
users. There may even be a need to develop new alternatives to 
support universal service objectives. The goals of such 
alternatives should be to eliminate service subsidies provided to 
those without a financial need for such subsidies and to spread the 
remain ing financial support of universal service objec tives among 
all those providing telecommunicatio ns services in Florida 
including AAVs. 

ALLIEL : Any service which diminishes the customer base of a LEC 
will eventually force increases in rates paid by r emaining 
customers. 

~: The provision of Gervices by AAVs should have no e ffec on 
the local telephone rates of certified LECs. Private line services 
provided by LECs have traditionally provide d no contribution to the 
general body of ratepayers , and therefore competition for these 
services should not adversely affect the general body of 
ratepayers. I 
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STAFF: In the short run, local telephone rates may increase 
slightly as LEC customers migrate from the LEC network to AAVs , 
reducing the contribution to local rates . Any effects on universa l 
service may be mitigated through an appropriat e mechanism to fund 
lifeline type rates. on the other hand, LECs may be able to 
recover any los t contribution through price increases for 
discretionary LEC services (c ustom calling , etc . ) or through 
increased usage of discretionary services through promotion and / or 
price decreases. 

In the long run, if a substantial number of LEC cus t o mer s 
migrate to AAV facilities and the LEC fac i lities are not reusable, 
local rates may be adversely affected. Again an explicit fund for 
local service may be the best option. 

ISSUE 10 : Wha t are the economic benefits of competition f o r the 
provision of high- speed special access or private line s ervices? 
Who are the beneficiaries of AAVs ' services? 

INTEBMEDIA: Competition for special access services , like 
competition for almost any good or service, promotes eff i cient 
pricing , efficient production, product quality and innovation . The 
essential ingredient to each of these positive economic res ults is 
con sumer choice. With choice, the balance of power in the 
bilateral negotiations shifts from the producer to the cons umer . 
The absence of choice allows he producer to provide service on a 
" take it or leave it" bas is . Competition, however, is unforgiving 
of s uch performance . If one supplier is not delivering the good or 
service in the most efficient manner or at the highest leve l of 
quality , competition assures that this supplier will not s urvive . 
This threat causes all suppliers to conform to the d ema nds o f 
consumers . 

The direct beneficiaries of AhVs ' services (or the services o f 
LEC special acces s services) obviously are the customers with the 
telecommunications demand sufficient to justify h igh c apacity 
circuits . These are generally businesses , governmental units, 
public utilities , educational institutions and other 
telecommunications carrjJ:!rs. The indirec t beneficiaries of a 
competitive telecommunications industry are t he customers, 
citizens , ratepayers and s tudents of the respective institutions 
which use the telecommunications facilit ies. 

METROPOLITAN: Competition will promote efficient pricing, thereby 
decreasing the cost to the consumer. This in turn will inc reas e 
demand . At the present time , the AAVs ' actua 1 c ustomers are a 
fairly small , sophisticated group of customers . Ultimately, the 
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general public will benefit indirectly from the lower costs caused 
by c ompet.1.tion . 

HQI: The economic benefits of competition include the incentive t0 
provide services desired by customers at the l owest possible price . 
The customers of AAV service providers would be the direct 
beneficiaries of AAV services. Telephone users in general would be 
the indirect beneficiaries of increased competition in 
telecommunications resulting from the availability of AAV serv ices . 

SPRINT: Please refer to US Sprint ' s response to Issue 4 above . 
Because AAVs offer services to LECs and IXCs in addition to large 
customers , the general body of telecommunications user s in Florida 
will receive the benefits of AAV competition . If access service 
becomes technologically more advanced and more competitively 
priced, all users of access will benefit . 

GTEFL: The economic be nefits from the provisio n of AAV services 
are large business customers and IXCs. 

I 

!JNITED: In a truly competitive environment , competition drives 
tec hnological i nnovation, improved service quality and competitive I 
pricing of services . However, it is questionable whe ther there are 
any benefits of competition when not all competitors have the same 
freedom t o set prices and enter or exit markets . Large or high 
volume tele communications users , &uch as banks, brokerage houses, 
credit card processing firms, credit burea us a nd hotels, as well as 
select medium sized and low volume busines ses whic h are prime 
candidates for shared tenant-type services and toll agg~egation 
arrangements are the beneficiaries of AAV services . Also, IXCs 
will benefit from reduced rates pa1d for service t hrough certain 
AAV-initiated private line configurations . However, to the extent 
that AAVs duplicate the LECs ' networks a nd t hat the aggregate total 
network investment becomes greater than if provided only by the 
LEC, the price of all IXCs ' access services may increase . Lastly, 
the AAV will benefit from any revenues derived from its businuss 
activities . 

SOUTHERN BELL: (a) EcoDomic benefits , in t erms of lower charges, 
would be real i zed only by large customers that r eside in specif : c 
urban areas and who have requirements for DSl and DS 3 services . On 
the other hand, the general body of ratepayers , and particularly 
residential ratepayers, wou l d lose a source of cont ribution to the 
common costs that supports the local exchange network a nd universa l 
serv ice . 

I 
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(b) Large customers and IXCs who have access to these AAV 
services will be the beneficiaries . 

ALLTEL: No position at this time . 

~: Competition from AAV should be nefits t h ose 
persons requiring h igh speed special access or 
serv ices . 

companies or 
private line 

STAFF: The potential economic benefits o f competition for the 
provision of high-speed special access or private line services are 
enhanced telecommunications i nfrastructure , reduce d prices for 
users of such services a nd more efficient provision of such 
services. 

The d irect beneficiaries of efficiently provided AAV services 
are the users o f such serv ices. The indirect benef j ciar ies of 
efficiently provided AAV services are the downs tream c ustomers of 
the users of AAV services and perhaps the economy as a whole . 

ISSUE 11: What companies a re prese ntly providing AAV service in 
Florida a nd where are the y located? 

INTERMEPIA: Intermedia is the onl y company within Florida 
currently providing AAV services , whic h are limited to interstate 
special dedicated transmission path services i n Tampa and Orlando . 

METROPOLITAN: MFS does not provide AAV service in Florida . NFS is 
unaware of any company curre ntly providi ng i ntrast ate AAV service 
in Florida. 

H&I: MCI has no knowledge of the current or proposed operations of 
AAVs, and therefore no position at t h is time . 

SPRINT: Intermedia Communications of Florida , Inc . headquartered 
in Tampa, Florida . 

GTEFL : In GTEFL ' s service territory , ICI and Tampa Electric 
Company are both operating fiber optic n etworks . In ad~ition , 

Jones Intercable has filed an application with the Commission 
requesting the ability to provide local transport. I n regard to 
Tampa Electric Company, this entity provides transport facilities 
to ICI a nd has also established a large system in Lakeland, Florida 
without any association wit h another carrier. 

UNITED: To the best 
Communications of Florida, 

of 
Inc. 

United ' s knowledge, Intermedia 
(ICF), which is based in Tampa, 
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Florida , is the only company ~ctively providing service as a n AAV 
in Florida . ICF has operations in the Orlando area, is 
construct i ng facilities in Miami and St. P t ersburg and has a 
facility i n the planning stage in Jacksonville . Metropolitan Fiber 
Systems of Miami, Inc . (MFS) , based i n Miami, Florida, is currently 
constructing facilities i n the Miami area which, according to its 
application, will constitute the company ' s total serving area . 

SOUTHERN BELL: Intermedia Telecommunications of Florida , Inc . has 
entered the Orlando and Tampa service areas and has also announced 
that it will enter the Miami and Jacksonville areas for the 
provision of this service. In Miami, Intermedia has negot iat ed a 
right-of -way contract with Dade County and while it does not yet 
appear to be providing any services, it has begun contacting 
c ustomers about the services they int end to offer . Additionally, 
MFS-Mi ami, Inc. and Teleport Communications (a s ubsidiary of 
Merrill - Lynch) h a ve announced their intentions to provide AAV 
service in the Miami market . 

ALLTEL : No position at this time . 

I 

~: The companies are in the best positio n to provide this I 
informa t ion . 

STAFF : Currently there are no companies in Florida providing AAV 
service. The potential to provide AAV service is associated with 
any company that utilizes a transmission network to provide some 
type of service . (i.e. cable television companies , priva t e industry 
a nd utilities) 

ISSUE 12 : 
provide? 

What services, if any, should AAVs no t be allowed to 
Explain why each service, if a ny, s hould be disal l owed. 

INTERMEDIA: AAVs should be allowed to provide all services 
authorized under statute . 

METROPOLITAN: MFS has not yet formulated an opinion as to what 
services, if any, AAVs should not be allowed to pr ovide and 
reserves the right to d~cuss this matter at a later d a t e . 

MQI : Competitive providers of telecommunications services , 
including AAVs, should be allowed to provide any service tha t does 
not i n fringe the loca l exchange companies ' statutory monopoly on 
swit c he d loc al exchange service. 

I 
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SPRINT: AAVs should not be precluded from providing 
interest, telecommunications services which are in the public 

lawful and consistent with Commission policies. 

GTEFL: In Florida, pursuant to law, AAVs should not be allowed to 
provide any switching functionality of any sort nor the provision 
of any dedicated exchange transport. Furthermore, the AAVs s hould 
not be allowed to bypass the LECs ' access facilities for premise
to-POP transport unless the AAV can meet the requirements of the 
Commission ' s bypass restriction. 

VNITEP : The provision of serv ices by AAVs should be restric ted by 
the rules and regulations which apply to their classificatio n of 
carr ier. If AAVs are classified as IXCs , provis ion of serv 1.ce 
should be restricte d to that allowable for IXCs. If AAVs are 
classified as LECs, provision of service shou l d be restr icted t o 
that allowable for LECs. 

SOQTHEBN BELL: Amended Section 364.337, Florida Statutes, 
prohibits an AAV from providing services other than interexc hange 
services . Section 364 .J37(a) states that the provisio n of 
"'alternative access vendor services ' means the provision of 
private line service between an entity and its facilities =t 
another location . .. and are considered to be intere xc hange 
telecommunications services. " AAVs s hould not be al lowed to 
provide local exchange services unless the Commission makes an 
appropriate finding pursuant to Sections 364 . 335(3) and 
364.337(3) (a), Florida Statutes. 

ALLTEL: No position at this time . 

~: AAVs should only be allowed to provide private line, or 
point-to-point, unswitchod services . 

STAFF : Sections 364.335 and 
specifically state that AAVs are 
private line and special access 
staff ' s position on Issue 1. 

364 . 337 , Florida Statutes, 
allowed to provide d edicat ed 

services only as outlined in 

AAVs are prohibited from providing intraEAEA services over 
their own facilities until January 1, 1992. In addition, AAVs ' 
networks should not be configured to perform AnY switched service , 
unless provided under different certit ication from this Commissi o n. 
This includes , but io not limited to, Central office, PBX, Hybrid 
Key and Key type systems . Further, AAVs should not be permitte d to 
utilizo transmission facilities such as a digital access cross-
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connect system (DACS) that might be cons true d as circuit o r channel 
switc hing. 

ISSUE 13: What actions, if any , should be taken by the Florida 
Public Service Commission in order for LECs to compete with AAVs? 

INTEBMEPIA: No action appears to be necessary. LECs are competing 
vigorously at the present time in the interstate special access 
market . In the intrastate marke t, the Florida Commiss ion already 
permits the LECs to establish contract rates to meet competitive 
situations . It would be difficult to fashion a more f lexible 
approach . However, Xntermedia is not opposed to the changes as 
suggested by Staff in thei r modified response to Issue 13, i.e. 
have the LECs develop banded rates and eliminate contract service 
arrangements. 

I 

Intermedia believes that the intent of the new Florida 
statutes is clear and will provide the necessary guidance in 
developing rules for competition . Under these statutes, the 
Commission i s encouraged to allow cost- effective technological 
innovation and competition where the public benefits. All 
competitors should be treated fairly and anticompetitive behavior I 
prevented. Monopoly services should not subsidize c ompetitive 
services . Monopoly services should be available to all competitors 
on a nondiscriminatory basis. Intermedia stands r eady as a willing 
contributor to any process tha t achieves these goals . 

METBOPOLITAN: MFS believes that any modification of the 
commission ' s current regulation of LECs would be premature , because 
any benefits of competition which would exist by allowing AAVs into 
the dedicated market could be easily extinguished by the LECs if 
the LECs were allowed to utilize the many advantages they have as 
a result of their monopoly position in the provision of switched 
and private line servi ces. 

AAVs race a large number of unequal conditions in e ntering 
into competition with the LECs. LEC monopoly advantages inclu~e 
existing rights-of-way, access to buildings , and existing cable and 
conduit. AAVs, in s harp contrast, must incur substantial c osts i n 
order to obtain these necessities . 

As a result of their historic monopoly status, LECs also e n joy 
the advantages of a ubiquitous customer base, an ability t o be a 
full service carrier offering switched and dedicated services , an 
extremely favorable cost of capital resulting from the LECs ' 
guaranteed rate of return on investment, and deep seate d customer 
loyalty. I 
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Due to these adv4'ntages , HFS, like other AAVs, will, of 
necessity, have to compete with the LECs in circumstances in which 
the LECs unquestionably have innumerable inherent advantages as a 
result of their monopoly positi on . Therefore, MFS believes that 
the public will best be served by the Commission if it allows 
competition at this time without any change of its r egulatory 
policy toward the LECs . 

HQI: None . The Commission has previously granted LECS the ability 
to engage i n Contract Service Arrangements (CSAs ) and to provide 
service on an Individual Contract Basis (ICB) . These mechanisms 
currently give LECs the flexibility to compete with AAVs. No 
further changes in regulatory treatment are required unless and 
until the AAV industry develops to the point that o ne or more 
specific LEC services become subject to effective competition 
within the meaning of Section 364.338. 

SPRINT: US Sprint has no position on this issue at this tj~e. 

GTEFL: The Commission should allow the LECs to operate unde r the 
same terms and conditions as a re applicable t o the AAVs . The 
commission has two options. First, the Commission can free the 
LECs ' provision of interexchange transport from strict regula tion 
in order to be i n synch with AAV operations . Second , the 
Commission can bring the AAV under strict regulation under the same 
terms and conditions as are applicable to the LECs. 

UNITED: Competitors providing the same service should be subject 
to the same degree of regulation. Requiring a greater degree of 
regulation for one competitor gives the other competito r ( s) an 
undue advantage. 

Two major advantages enjoyed by AAVs are that they have no 
obligation to serve and their prices are not regulated . LECs a r e 
required to serve or stand ready to serve all customers and 
potential customers throughout their service territory. In 
contrast , AAVs may selectively serve only those customers .. hey 
choose to and set their rates without regulatory review . 

The LECs who must compete with AAVs should be given the same 
degree of freedom to set rates and offer services to particu l ar 
customers. The optimal meuns o f providing such equity is through 
the detariffing of private line and special access services . Do ing 
so would allow pricing flexibility, ease of entrance und exit from 
select market segments and e xpedited response time . 
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Further , to the extent that LECs are encountering competition 
becaus~ a service or group of services are overpriced , s uc h as in 
the toll and access markets , the LEC s hould be able to r educe the 
rates for these services and allowed to recover the short fall from 
other areas of the business which are l ess vulne rable to 
competition . If LECs are constrained by averaged priced tariffs, 
they lose all winners and win all losers . Specifically, when the 
LEC ' s costs are low but it is forced to deal with a price t hat is 
based on average cost, the LEC will most probably los e the l ow cost 
customers. When the LEC ' s costs are higher than its average price, 
the LEC will win all of the high cost customers. Further, when an 
AAV's costs arc higher than the LEC ' s price, the AAV will subscribe 
to LEC services to supplement its networks. Overall, the current 
restrictions will cause the LEC to always be the provide r of last 
resort while the AAV will enjoy the best of both scenarios . 

The revenue impact of allowing LECs to respond to competition 
will be significant . In the case of switched and dedicated 
services , for example, the revenues to be recovered will not only 
include those lost to competitors , but will include those lost due 

I 

t o migration from the higher priced switched access to the reduced 
s pecial access and due to the downward adjus tme nt of switched I 
access rates to retain the customer base and minimize further 
migration . 

SOUTHERN BELL: If AAVs a re allo,.red to provide tol l or acc~ss 
servicco that LECs provide, the LECs must have the flexibility to 
meet these competitive pressures as they d e velop and not after 
large customers have already left the local exc han=Je network. 
Through the elimination of r.ate imbalances inherent in the c urrent 
regulatory framework, the Commission would provide LECs a means 
better to deal with these competitive pressures . 

The Commission should take steps to e nsure tha t t ho regulatory 
process does not work to disadvantage LECs. Where services may be 
provided by an AAV, LECs need regulatory flexibility t o compete 
with thoso services . Tariffs that provide pricing f l exibili t y are 
one important method through which this goal can be accomplished . 

Establishment of geographic specific rates would also be an 
appropriate step . In addition, LECs ought to have the same filing 
requirements enjoyed by AAVs for their services . At a minimum, the 
Commission should allow LEC to have individual customer-based 
pricing for the full range of services competitive with those that 
an AAV may offer . Furthermore , contrary to the pos ition set f o rth 
by Staff , the Contract Service Arrangement (CSA) must be cont inued 

I 
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in order to allow the LECs t~ meet the various network requirements 
of customers. 

ALLTEL : ALLTEL has no specific recommendation but believes that as 
a general proposition persons providing like services s hould be 
subject to the same rules and regulations . 

~: The Citizens have no position at this time . 

STAFF: The LECs s hould be allowed to develop Commission approv,ed 
banded rates. The LECs should be able to individually price 
services within the bands depending on the alternatives available 
to customers. Contract service arrangements on private line and 
special access should be eliminated. The Commission should 
eliminate interexchange intraLATA private line pooling and 
restructure intraexchange private line by January 1, 1992. 
Further, the Commission should develop a separate set of rules and 
regulations for AAVs (based upon Staff ' s definition). 

ISSUE 14: Do AAVs have the technical capability to block 
unauthorized calls (e . g., intraEAEA and/or local calls) ? If not, 
what procedures are used to regulate unauthorized t ransmission over 
AAV f a cilities? 

INTERMEDIA : No. The dedicated transmission path provider -- be it 
AAV or LEC does not have capability to block calls. Moreover, no 
dedicat ed transmission path provider has independent knowledge of 
the nature of the traffic sent over the dedicated transmission 
path. 

MeTROPOLITAN: MFS's existing AAV networks nationwide do not have 
a call blocking capability. Call screening and blocking is a 
switching function, and MFS's networks are not equipped to perform 
switching functions . MFS relies upon the carriers (IXCs or LECs) 
for whom they transport traffic to perform all required switch ing 
f unctions, such as call screening and required blocking . 

~: MCI does not understand how an AAV (i. e ., a company providing 
i ntraEAEA private line or intrastate special access) would be 
engaged in the completion of unauthorized calls . 

SPRINT: US Sprint has no information that is responsive to th is 
issue. 

GTEPL : GTEFL is of the opinion that this issue should be a nswered 
by the AAVs. GTEFL does not have sufficient information with.ln i t s 
possession to give a detailed answer to this inquiry . Howev~r , 
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based on the fact that AAV currently acts as a trans port 
facilitator and does not measure or manipulate individual ca l l s , i t 
would appear that the screening responsib ility would have to r est 
with either the rxc and/or the end-user. 

UNITED : It is United's belief that without switching capability, 
screening and blocking cannot be performed by AAVs to ide nt i fy o r 
prevent the transport of unauthorized tra ff i c. United has no 
knowledge of the procedures that AAVs use to regulate th is 
unauthorized transmission . 

SOUTHERN BELL: AAVs should follow the existing orders f o r 
completion of unauthorized traffic. The two AAVs currently d oi ng 
business in Florida are c e rtificated as interexchange car rie r s a nd 
should comply with existing orders that are releva nt t o thei r 
services. 

ALLIEL: No position at this time. 

~: The companies are i n the best position to provide t h i s 
information. 

I 

STAFF: No . Blocking cannot be performed by an AAV witho ut I 
switching capabilities. The procedures AAVs' currently use t o 
regulate unauthorized transmission over the ir facil~ties a r e 
customer claims that their interstate usage will be lOt o r grea t e r 
or in some cases actual usage data from the customer. 

ISSUE 15 : What costing methodology do AAVs use in de veloping ICB 
(Individual Cost Basis) rates for DS-1 and DS-J services? 

INTERMEDIA: Intermedia prices are market driven . The LECs a r e 
obviously the dominant firms in the industry and the fringe fi r ms 
will naturally have to conform to the price. leadership e xercised by 
the dominant firm. 

METROPOLITAN : In developing ICB rates , MFS will analyze the 
competition a nd follow the price leader . MFS will like ly never 
have sufficient market power to price above the compe titio n. 

~: MCI has no knowledge of the current or proposed ope r a t ion of 
AAVs, and t herefore no position at this time. 

SPRINT: US Spri nt has no information that is responsivP. t o this 
issue . 

I 
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GTEFL: GTEFL is of the opinion that this issue should be answered 
by the AAVs. GTEFL d~es not have sufficie nt i nformation within its 
possession to give a detailed answer to this i nqu iry . Howeve r, 
while che costing methodology that the AAVs utilize is unknown, it 
appears that costs do not serve as the basis for determining 
prices . Instead , it appears that the AAVs ' costs create the floor 
with the LEC access rates as the ceiling . Based on market 
experience, it appears that the AAVs set prices to customers on an 
individual basis discounted off the LEC a c cess rates and somewhere 
above the AAVs ' cost floor. 

VNITED: United has no position on this issue . 

SOUTHERN BELL : The cost methodology approved by the Commission, in 
Docket No. 820400-TP, established guidelines for LECs to use in 
determining the incremental costs associated with providi ng 
dedicated serv ices i n Florida. All providers of dedicated services 
should use this methodology for determining cost of servj ~e . 

ALLTEL : No position at this time . 

~: The AAVs would ha ve this information, if it is available a t 
all. 

STAFF : AAVs do not follow a traditional type of costing 
methodology . Their rates are determined by competitive pricing in 
the AAVs ' operating areas. 

ISSUE 16: Will AAVs have an effect on the reliability of the 
telecommunications infrastructure and the provision of r edundancy 
and diversity? 

INTEBMEDIA: Yes. These attributes are indeed the driving forces 
behind the emergence of this market. Spreading the risk of a 
telecommunications failure is a key obj ective for mos t dedicated 
transmission path customers and complete t elecommunications 
diversification occurs by contracting with more tha n one company 
for access to the outside world. Moreover, access through 
dedicated lines assures~apacity on demand -- any time and at all 
times . The public network cannot provide this level of service . 
For those customers who desire (or must have) route diversity the 
services provided by the LEC and the AAV are indeed complimentary . 
Ins tead of displacing anything, the AAVs service adds t o the total 
demand for service . 

METROPOLITAN: 
routing a nd 

The MFS fiber optic facilities will offe r diverse 
redundant electronics. The ring-s tar ne twork 
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a rchitecture used by all MFS networks incorporates state-of-the- a rt 
fiber optic and digital transmis sion technology. 

M&I: AAVs should have a positive impact on the r eliability of the 
telecommunicaLions infrastructure by providing additional network 
facilities which will contri bute to overall redundancy a nd 
divers ity . 

SPRINT : As discus sed above in US Sprint' s res ponse to Issue 4 
a bove, the reliability o f the telecommunications network is 
e nhanced to the extent that LECs respond to i ncentives to 
i ncorporate advanced technology into their networks comparable to 
the features and functions provided by AAVs. Specifically, AAV 
competition will provide a n i ncentive to speed the introduction o f 
features and functions s uch as route diversity, self-healing r ing 
technology a nd 24 h our alarm and surveillance of po i nt-to -point 
f acilities . Thus, AAV competition could enha nce the r eliability of 
the telecommunications i nfras tructure and i ncrease the availability 
of route diversity and redundancy. 

I 

GTEFL : Yes . Anytime that competitive forces are present i n the 
telecommunications marketplace, there are positive effects upo n the I 
technical, human, and economic componento of the i nfrastructure . 
The development of competition has prevented a n option to the e nd -
user for i n s uring that their telecommunica t ions services can 
s urvive any type of interruptions . This marketplace demand has 
c reate d high levels of reliability as well a s vaLious forms of 
physical rouLc diversity and electronics r edundancy that a r e 
generally referred to as "survi vabili ty ." AAVs, like the LECs , 
have listened to the demands of the marketplace and have r esponded 
to these needs with technical and distr i bution infrastructure 
a lternatives. However, unl i ke the LECs which mus t be the provide r s 
o f last resort to all c ustomers, the AAVs have not had the burdens 
of capital recovery and regulatory c ompliance to bear i n res ponding 
to these survivability needs . 

UNITED : Given any phys ical network, duplication in the f orm of 
r edundancy a nd d i versity will increase the reliability of tha t 
net~ork . However, United questions whether the additional 
reliability that ~ill be gained outweighs the additional costs tha t 
would be incurred as a result of duplication of resources. 

SOUTHERN BELL: In terms of the local exchange network 
i nfrastructure, AAVs will no t contribute to i t s r el iability, 
redundanc y or diversi ty. Efficiencies of technology and economics 
of scale are inherent in a reliable local excha nge ne t wor k 

1 provi ding r edunda ncy a nd diversity. AAVs , on the other hand , 
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tailor their netwot ks for a well defi ned and limited group of 
customers . 

Southern Bell recognizes the network attributes of 
reliability, redundancy and dive r sity as essential components of 
universal service , important to all customers and , therefore, 
incorporates their provision into its network as an overall 
strategy. This str ategy is comp lemented by today' s tec hnologies, 
which integrate the provision of r e dundancy a nd diversity with the 
primary routed facilities i n an economical , efficient and reliable 
manner. 

ALLTEL: Yes . 

~: Yes , the presence of AAVs s hould increase the reliabi lity of 
the telecommunications i n frastructure and the provision of 
redundancy a nd d i versity. 

STAFF: AAVs will have both a positive and a nega tive effect on the 
reliability of the telecommunications infrastructure. On the 
posit i v e side the presence of AAVs will enhance incentives for the 
LECs to incorporate the most advanced t echno logy in their networks 
to provide their customers wi th the most efficient dedicated 
service. 'fhe negative impact on the t elecommunications 
infrastructure would be the LEC's continued responsibility of being 
the Carrier of Last Resort. With this responsibility, the LEC ' s 
need for i n frastructure fat;ilities may vary depend i ng o n the 
customers of an AAV. This may cause some traffic loading p r oblems 
for the LEC . 

ISSUE 17: What method , if any, s h ould the Florida Pubic Service 
Commission use to monitor and control cross-subsidization? 

INTEBMEPIA : Adopt MCI ' s position . 

METBOPOLITAN: The best way to diminish the ills of cross- subsidy 
is to give fledgling telecommunication providers , s uch as MFS , the 
regulatory flexibility they need to make the marketplace 
competitive. 

~: Under Section 364.338 , if the Commission de termines that a 
specific LEe serv ice 1s subject to effective competition, it has 
the responsibility and a uthority to control cross-subsidi zation of 
that service by (i) requiring t hat the service be provided by the 
LEC through a f ully separated subsidiary or affiliate , or (ii) by 
est ablishing regulatory safeguards if the service is allowed t o be 
offered on a no nseparated basis . One set of s afeguards whic h would 
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help to control cross- s ubsidization would be to set prices f o r all 
LEC services based on the cost of the underlying networ k service 
components ( " building blocks" ); to require that monopoly building 
blocks be priced the s Ame whethe r offered to a th ird party or used 
in t he provision of a LEC service; t o unbundle services to the 
maximum extent feasible; and to allow resale of all LEC ser vices . 

SPRINT : The Florida Public Service Commission should continue to 
require incremental cost s tudies for the s e rvices of dominant 
multi-product firms. By requiring incremental cost s tudies for 
these services , the commission can ensure that the r ates for these 
services recover their incremental costs p lus a reasonable 
contribution to the joint a nd common costs of the firm . 

GTEFL: It is GTEFL's position that the Commission alre ady has in 
place the necessary mechanisms to monitor and control cross 
subsidi zation through the utilization of Commission Rule 25 - 4 . 004 , 
Fla. Admin . Code. The foregoing rule section r equires the us~ of 
the methodology contained in he private line cost manua l when 
private line r ates are c hanged . 

VNITED: United believes that the de velopment a nd use of 
incremental cost s, whic h United defines as the additional cost to 
t he firm of supplying a service, is the best mechanism available to 
monitor and control cross-subsidization. An incremental cost study 
pr oduces costs that are d irectly attributa ble to providing the 
service. It i ncludes those costs associate d with the change in 
quantity supplied while excluding costs associat ed wi th the 
production of other s e rvices as wel l dS those incurred in c ommon 
for some s ubset of the services s upplied . Incremental costs do not 
vary wi th the level of output. If the r e venues derive d by a 
competitive service are greater than the incremental cos t s 
ide ntified by the appropriate study , c ross-subsidization can not 
occur . Utiliza tion of incremental costs e nsures that the buyers of 
competit i ve services bear the costs imposed by them and that no 
portion of these costs are s h ifted to the c ustomers of monopoly 
services. 

SOUTHERN BELL: The Commission requires the use of the cost 
methodology approved i n Docket 820400-TP by LECs when they develo p 
i nc r e me ntal costs for d edicated services. All pro v iders of 
ded~cated services s hould use the same me thodo logy for determi ning 
cost o f service. Use of this c ost methodology wil l e ns ure the re is 
no cross-subsidy . A simple means of ensuri ng that the r e are no 
c ross-subsidies would be to require new cost studies , base d on this 
methodology, to be s ubmitted periodica lly by all providers. 

I 

I 

I 
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ALLTEL: No posit ion at this time. 
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~: The best method to r educe the threat of c r oss subsidizatio n 
is to require the use of f ully separated s ubsidiaries for the 
provisi on of competitive services . The compa n ies s hould have the 
burden to show why and how cos t allocation sys tems would leave 
regulated ratepayers better off t han would the use of fully 
separated subsidiaries. If the· Commission allows the use of cost 
allocation systems , yearly aud i ts of all cost allocations to and 
from all affiliated companies, as well as between regulated and 
nonregulated services provided by the r egulated company, should be 
conducted . 

STAFF : The best method to r e duce the threat of cross-subsidization 
is to require the use of separate subsidiaries. However , requiring 
separate subsidiaries in general may not be economically effici ~ t , 
and in particula r is not appropriate for regulated services . 
Appropriate cost studies filed in a timely manner combinci with 
accounting safeguards are the most reasonable method to monitor for 
cross- subsidizat ion for regulated services. Accounting safeguards 
alone may no t be sufficient to guard against cross- subsidization. 

ISSUE 18: In light of the c hanges to Chapter J 64 , Florida 
Statutes, s h ould the Commission c ha nge its bypass r estrictions? 

INTEBMEQIA: Yes. The Commission should remove the bypass 
r estrictions as soon as possible. 

MEIROPOLITAN: The recent changes to Chapter 364, Florida Statutes, 
contemplates that the Commission will change its bypass 
res trictions . The legislature ' s rece nt changes to Section 
364 . 335 (e) explicitly deleted the r equirement that bypass 
f acilities could be built o nly after a finding that the LEC 
facilities were inadequate to meet the reasonable needs of the 
public. Sec tion 364.335(3) now p rovides the Commission with 
authority to grant a certificate to any alternative access vendor 
providing private line service upon a finding that the service is 
in the public interest . 

Section 364.337(3) (a), as recently alt e red by the legislature, 
gives tho Commission the a uthority to gra nt a certificate to an AAV 
and regulate an AAV as if it we re an interexc hange company 
providing i nte rexchange t elecommunications services . 

Therefore, not only is there no s t atut ory ba r prohibiting the 
Commission from changing its bypass res triction, but t he recent 
c ha nges t o Sections 364 . 335 (3) and 364 .337(3) (a) appear t o require 
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the Commission to alte r i t s bypass r estric tio n i n order to foster 
competition by permitt ing Florida alternative access vendors to 
provide private line servic es. 

~: Yes . The adoption of Section 364. 337 (3) (a) r e presen ts a n ew 
legis lative policy under which the Commission is specif i cally 
uthorlzed to permit the "provision of . . . d edic ate d access serv ice 

(i.e. facilities bypass) between an end-user and an interexchange 
carrier by other than a local exchange telec ommunicatio ns compa ny" 
and under which such ' 'dedicated access service" is c ons ide r e d t o be 
an " interexchange telecommunications service" not subject t o the 
local exchange telephone company monopoly. The Commis s ion s hou l d 
eliminate its bypass restrictions based on a finding i n this d ocket 
that competition for dedicated access is i n the public i nter est, 
and that the current bypass restrictions are no longer necessar y to 
protect the public interest. When the bypass r estriction is 
eliminated, certified IXCs should be permitted t o p r ovide such 
alternative access facilities without the necessity f o r a separa t e 
AAV certificate. 

SPRI NT: Yes. 

I 

GTEFL: No. The purpose of the bypass r estrict ion is t o prevent I 
uneconomic bypass of LEC access faciliti e s. The bypass r estrict ion 
was recently readopted by this Commission in the EAEA pr oceeding 
independent of the decis ion to retain tol l monopol y a r eas . The 
Commission should retai n the bypas s restriction as a necessa r y 
regulatory tool to manage the transition to ful l c ompe t i t ion within 
the toll monopoly area. 

UNITED : No. The bypas s restriction was inte nde d t o prevent 
uneconomic bypass , and has been reexamined on numerous occasions. 
The policy should be used to limit uneconomic bypass r egar dless of 
the type service provider involved. If some accommoda tio n for AAVs 
is t .hought by the Commission to be necessary due t o s t atutory 
changes , a clear and l i mi t ed exce ption t o the bypass policy for 
AAVs o nly should be conside red . 

SOUTHERN BELL: No. N.2_ne of the changes made t o Chapt er 364, 
Florida Statutes, make it appropriate to change the e x ist i ng bypas5 
restrictions i n Florida . 

In Order No . 16804, the Commission stated i t s bypass 
restriction regarding IXCs a nd their desire to provide i ntraEAEA 
access facilities . The Conmission cited Subsectio n (4) of f o r mer 
Section 364.335, Florida Statutes, in upholding the res tric t fon. 
That section s tated, "The Commiss ion may grant a cer t i ficate , i n I 
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whole or in part or with modifications in the public interest, but 
in no e vent granting authority greater than that requested in the 
application of amendments thereto and noticed under subsection (1) 
or it may deny a certificate ... ". Furthermore, while the revised 
Section 364.335(3) , Florida Statutes, permits AAVs to provide 
certain private line services , this does not contradict the 
Commission ' s long standing policy that proh i bits uneconomic bypass. 

ALLTEL: No position at this time. 

~: The Citizens have no position at this time . 

STAFF : Yes, the Commission ' s bypass restriction s hould be modified 
to allow AAVs to provide intraexchange private line between an 
entity ' s various locations and to provide special access between an 
end user and an interexchange carrier, as defined in Issue 1. 

ISSUE 19: In light of the changes to Chapter 364, Florida 
Statutes, should the Commission change its policy on b illing end 
users for special access? 

INTERMEDIA : Yes. The consumer should have the choice of how and 
from whom it receives the bill for special access. 

METROPOLITAN: No position . 

~: Yes. The elimination of the current r equirement that the 
local exchange companies must bill end users direc tly for 
intrastate special access is no longer appropriate i f the 
Commission authorizes the provision of competitive dedicated access 
service . 

SPRINT: US Sprint has no position on this issue at this time . 

GTEFL: No. Billing end users allows the LEC t o have ma rket 
presence with end users. In addition, it also allows the end user 
to know which serv ices are provided by the LEC and which ser vices 
are provided by the IXC . This mechanism gives the LEC the required 
information to enable t he LEC to help ensure they can meet end user 
requirements. 

UNITEQ: Order No. 13934, i ssued January 11, 1985 in Docket No . 
820537-TP reaffirmed the Commission's desire and rationale for 
billing end users for special access services. It was stated that 
such a billing arrangement made the end user acutely aware of the 
identity of those carriers from whom service was provided . 
Further, it ensured that bulk discounts f or l a rge use rs were 
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appropriately passed on to the end user rather than to the IXC with 
the expectation that the discounts would be passC'd on t o the 
respective end user. United is not aware of any new factors which 
negate these concerns and, therefore, believe the policy of bill i ng 
end users directly for special access is appropriate and should be 
retained. 

SOUTHERN BELL: No. The changes made to Chapter 364, Florida 
Statutes, do not require a change i n the policy of billing end 
users for special access was established in Order No . 14452 . In 
Docket No . 820537-TP, the Commission found it appropriate for 
special access to be billed to the end user and not to the IXC. 
Such a policy gives the end user the ability to most etfectively 
manage his telecommunications services . Nothing in the c hanges to 
Chapter 364 , Florida Statutes, alters that underlying rationale. 

ALLTEL : No position at this time. 

~: The Citizens have no position at this time. 

I 

STAFF: Yes. End users should continue to be able to receive 
special access bills directly form the LEC . In addition, rxcs (or I 
AAVs) should be able to purchase special access and resell it to 
end users. 

ISSUE 20 : If AAVs are determined to be in the public interest, 
what actions should the Commission take to implement its decision 
in this docket? 

INTERMEDIA: The Commission should initiate rulemaking on the 
certification of AAVs as soon as the final vote has been rendered . 
Intermedia believes that the adoption of AAV rules is highly 
desir able, but that the process of adopting rules should not be 
allowed to delay the introduction of intrastate AAV services t o 
meet customer needs . Thus , after the final vote is rendered, AAV 
applications for requisite certification should be processed a nd 
approved immediately , but i n no event later than August 1 , 1991 . 
Existing IXC certification procedures may be used as the framework 
foL handling AAV applications on a case by case basis . 

As implied by Intermedia ' s response to Issue 13, t he immediate 
certification of AAVs need not trigger immediate changes in the way 
LEC services are regulated. The LECs are currently armed with 
sufficient flexibility under current regulation to respond to 
competition by AAVs . There is no justification to delay the grant 
of authority to AAVs while the LECs seek to effect changes in the 
wa y they are regulated. I 
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Intcrmedia s tresses that it docs not oppose c hanges i n LEC 
regulation that will facilitate flexible responses by the LEC to 
competition. Intermedia does oppose , however, any dpproach that 
would give the LEC the opportunity and incentive to engage in 
predatory a nd anticompetitive behavior, for example, by subsidizing 
competit i ve service through monopoly services. Intermedia believes 
that •air and effective competition among AAVs and the LEC in the 
varioua private line markets will genuinely serve the public 
inter est, and that the sooner s uch competition is a llowed the 
better. 

METROPOLITAN: In Florida Statutes , Section 364 . 337, titled 
"Intrastate Interexchange Telecommunications," the legislature 
determined that AAVs should be "considered to be interexchange 
telecommunications services ." Section 364. 337(3j (a) Flor ida 
Statutes. Therefore, if the Commission determines tha t the 
provision of AAV service is i n the public interest, the Commiss ion 
shou ld certify AAVs utilizing existing interexchange rules and 
requirements. This will allow the Commission to immedia tely begin 
processing alternative access vendor private line certi fication 
applications, and will avoid any delay associated with establishing 
separate AAV certification rules and requireme nts . This will allow 
the Commission to speedily and faith ully implement the s t atutory 
changes enac ted by the legislature in early 1990. 

~: If the Commission determines that separate o r additional 
rules are necessary for AAVs , it should immediate l y open a 
r ulemaking docket. Regardless of whether rulemaking is r equired , 
the Commission should commence cPrtification of AAVs as soon as 
possible, but no later than September 1, 1991. Exis i ng !XC 
certification procedures could be used until any new AAV rules are 
in place. 

The certification of AAVs will not require any change in the 
way that LEC services are regulated unless and until the AAV 
industry develops to the point that one or more specific LEC 
services become subject to effective competition within the meaning 
of Section 364 . 338. The Commission need not take any further 
action until the LECs .lletition under Section 364 . 338 ( 2 ) for a 
finding that a specific service or services has become competitive. 

SPRINT: If AAVs arc determined to be in the public interest , the n 
all actions deemed necessary and appropriate by the Commission to 
implement its decision should be taken as soon as poss ible . 

~: 1. The Commission should take the following actions to 
implement its decision : 
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a. The Commission should eliminate intraLATAS interexchange 
private line pooling including the restructure of the 
private line portion of foreign exchange service . 
Because of the activities associated with the foregoing 
items, it may not be possible to accomplish these tasks 
by January 1, 1992. 

b. Require all LECs to restruc ture their intraLATA 
intrac xchange private line services . 

c . Increase all special access rates up t o their appropriate 
rate level before authorized reselle1.s are allowed to 
purchase these services . 

d. Allow LECs. to use flexibly priced tari ffs with banded 
rates as advocated by the staff as well as the continued 
utilization of contract service arrangements. 

e . An explicit subsidy mechanism should be establish~d that 
provides a fixed contribution to universal service . 

f. The LEC and AAV filing requirements and notice periods 
should be the same . The requlatory process must not 
place the LECs at a disadvantage . 

VNITED: The Commission should take the following actions if AAVs 
are determined to be in the public interest: 

1. LECs should be allowed to detariff private line and 
special access services. 

2. AAVs should be required to obtain the appropriate 
certification, and should be subject to the same degree 
of regulation as other companies with the same type of 
certification. The type(s) of certification sought 
should be determined according to the type(s) of service 
provided , based on existing classifications. 

J . LECs should lle allowed to adjust the rates of cross 
elastic or substitutable services in response to 
competition, and allowed to recover the shortfall from 
other areas of the business which are less vulnerable to 
competition. 

SOUTHERN BELL: If AAVs are de termined to be in the public interest 
as a result of this docket, then the Commission, with input from 
the telephone industry, should outline a .step-by-step process to 

I 
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provide for a transit i on to a competitive environmen t f or those 
s o rvices that AAVs would be authorized to provide . Ste ps that must 
be taken before AAVs are certified include: 

1. The elimination of i ntraLATA interexchange pr i va t e line 
pooling, including the restructure of the priva t e line 
portion of foreign exchange service; 

2 . Require all local exchange companies to res truc ture their 
intraLATA interexchange private line services ; 

3. Bring all special access rates up to their f ul l level 
before allowing resale; 

4. Allow local exchange companies to use flex i b ly pr iced 
tariffs with banded rates for the full range of services 
that AAVs are allowed to provi de. Cos t s for such 
services should be determined on a de ave r a g e d o r 
geographically specific basis; 

5. 

6. 

An explicit subsidy mechanism should be establ ished tha t 
provides a fixed contribution to univers al service ; a nd 

Local exchange companies must have the same fili ng 
r equirements and notice periods a s AAVs. 

In addition , the contract service arrangement (CSA) mst 
continue to be available to local exchange companies in order for 
them to meet the various network requirements of their c u s t omer s . 
It is only after implementatio n of these steps that the Comm i ssion 
should certificate AAVs. Additional proceedings may be necessary 
in order to properly consider the implica tions of these act ions. 

ALLTEL: No position. 

~: No position at this time. 

STAFF: The Commission shoula initiate rulcmaking on the 
certification of AAVs as soon as the final vote has be en r e r.der ed . 
Further 1 in Issues 3 and 13 1 the Commission needs to identify 
several dates as to when Commission decision should beg i n or end . 
The Commission should set January 1 1 1992 as the date to: 

1. Allow AAVs to receive a certificate from this Comm1ssion 
to provide AAV service as defined in Issue 1. 
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2. Require tho local exchange t~lephone companies t o 
eliminate inter~xchange intraLATA pooling. 

3 . kequire the local exchange companies to restructure 
intraexchange pr i vate line . 

VI. EXHIBIT LIST 

WITNESS ~BQfE~Bit:H:Z ~~HIIUl' IIILJ;; 
PARTY li2..&. 

Joseph P . Gillan Intermedia JPG-1 Qualifications, 
Publications, 
and Testimony of 
Joseph P . Gillan 

Joseph P. Gillan Staff JPG-2 Late-Filed 
Deposition 
Exhibit No . 1 -
Update of Table 
2 in Direct 
Testimony, Page 
14 
Exhibit No. 2 -
Deposition 
Transcript page s 
12-13 , 15-106 

Bobette D. Escolas Metropol itan BDE- 1 Testimony of 
Bobette D. 
Escolas 

I 

I 

I 
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WITNESS 

Babette D. Escolas 

PROFFERING 
PART X 

Staff 

EXHIBIT TITLE 
HQ.... 

BDE-2 Composite 
Exh i bit - Late
F i led Deposition 
Exhibit No . 1 -
Descriptio n of 
services 
provi ded by MFS , 
Late -Filed 
De position 
Exhibit No . 2 -
Georgia PSC 
order gra n ting 
MFS' certificate 
t o provide 
carrier-to 
carrier service 
Late - Fileu 
De position 
Exhibit No . 3 -
Sta t es where MFS 
provides , or is 
permitted to 
provide , AAV 
services. 
Exhibit No. 4 -
Deposition 
Transcript pages 
1 0 -19,21-37 ,39-
48, 50- 71 , 74 -
83 , 85- 104 

~ 
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WITNESS 

Bobette D. Escolas 

David B. Denton 

PROffERING 
PART X 

Staff 

Staff 

EXHIBIT TITLE 
~ 

BD E-3 Composite 

DBD-1 

Exhibit/Staff ' s 
Interrogatories 
to Metropolitan 
Nos. 1-5,9-
1 2 , 15 ,18-19 , 23 -
25 including 
diagram Figure 
!.,27-3 2,34 -
35 ,38-
43,56,46a,4 7-
49 , 55-56,63-
64, 66- 67,69 -
77,82-83,86-
87,95 -
97,99,101,103 -
109,114 -125 

Composite 
Exhibit/Staft ' s 
Interrogatories 
to Southern Bell 
Nos. 1-15,17-
18, 20- 23 , 25-29, 
31-35,38-39, 47 -
49, 55 , 58- 62 , 65-
73,75,79,82,84-
90 , 97-109 
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I 
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WITNESS 

David B. Denton 

David B. Denton 

Ronald L. Tolliver 

PROFFERING 
PART)! 

Staff 

Staff 

Staff 

EXHIBIT 
li2..t. 

DBD-2 

DBD-3 

RLT-1 

TITLE 

Late-Filed 
Deposition 
Exhibit No. 1 -
1990 Revenues 
Late-Filed 
Deposition 
Exhibit No. 2 -
Number of 
customers 
Late-Filed 
Deposition 
Exhibit No. 3 -
Stranded 
Facilities 
Exhibit No . 4 -
Depositio n 
Transcript pages 
10-12 ,14-2 1, 23-
80 

Composite 
Exhibit/ICI ' s 
1s t set of 
Interrogato ries 
to Southern Bell 
Nos. 2 , 4- 5 , 8 ,10-
19 

Composite 
Exhibit/Staff ' s 
Interrogatories 
to ICI Nos . 1-
12,14- 19 ,23 -
32 , J 4-35,37-
43,46-4 7 , 55-
58 , 62 , 66-68,~0-

77,79,85-88 ,93, 
95-98 , 100- 108, 
114 - 126 

~ 
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WITNESS 

Ronald L . Tolliver 

Ronald L. Tolliver 

PR))FFERING 
PARTY 

Staff 

Staff 

EXHIBIT TITLE 
NQ.. 

RLT-2 Composite 

RLT-3 

Exhibit/Southern 
Bell ' s lst set 
of 
Interrogatories 
to ICI Nos . 3-
5,7- 8,10-18, 
20-22,24 , 27-
28,31,33,36,43, 
45-46,50,56, 58-
59,63-65,69,75 , 
80,83,8 5 

Late -Filed 
Deposition 
Exhibit No . 2 -
Staff ' s 
Interrogatory 
No. 14 - Usage 
Data 
Exhibit No. 4 -
Deposition 
Transcript page s 
10- 111,114,119:-
123,125-137 ,1 39-
146 

I 
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I 
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WITNESS 

Michael A. Viren 

Beverly Y. Henard 

PROFFERING 
PARTY 

Staff 

staff 

£X~ TITLE 
l:!Q..,:_ 

HAV-1 Late-Filed 

BYM-1 

Deposition 
Exhibit No. l -
Costing 
Methodol ogy 
Late- Fi l e d 
Depos ition 
Exhibit No. 2 -
Explanation o f 
Typical Customer 
Calls 
Exhibi t No . 3 -
Deposition 
Transc ript p ages 
11- 81, 83- 92 , 94 -
103,117-
123,126 ,1 :!8 -
165,168 -179 

Composi t e 
Exh i bit/S t aff ' s 
Interroga t o r ies 
to GTE Nos . 1-
11 , 13-17 , 19 , 21-
2 3 , 25 - 26 , 29 -
3 5 , 38 - 39 ,4 7 -
49 , 54-55 , 58 -
62 , 65 , 67 -
7 3 , 7 5 , 77 - 79,82 , 
84, 85 ,. 87 - 93,95, 
9 7 -107 
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WITNESS 

Beverly Y. :tenard 

PROFFERING 
PARTY 

Staff 

EXHIBIT 
~ 

BYM-2 

I 
TITLE 

Late-Filed 
Deposit ion 
Exhibit No. 1 -
FCC Report on 
Uneconomic 
Bypass 
Late-Filed 
Deposition 
Exhibit No . 2 -
Revenue Impact 
Calculation by 
GTE 
Late-Filed 
Deposition 
Exhibit No. 3 -
Back-up 
Regarding 
Existing 

I Building 
Connections . l.n 
Tampa, Florida 
Late-Filed 
Deposition 
Exhibit No. 4 -
Percentage of 
Total Intrastate 
Revenues 
Attr ibuted to 
Dedicated 
Services 
Late-Filed 
Deposition 
Exhibit No. 5 -
customers GT-E 
Provides 
Dedicated 
Serv1ces and 
Loops 
Late-Filed 
Deposition 
Exhibit No. 6 -
Estimate of 
Stranded 

I 
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WITNESS 

Bevc~ly Y. Menard 

c. L. Teal 

PROFFERING 
PARTY 

Staff 

Staff 

EXHIBIT 
HQ.... 

TITLE 

BYM-2 Exhibit No. 7 -
(con ' t) Deposition 

CLT-1 

Transcript pages 
8-103 

Composite 
Exhibit/Staff' s 
Interrogatories 
to United Nos . 
1-11,13-17 , 21 -
29,32-35,38-
39,47-50, 5 4-
55,58-62,65 -
73,75,81-90 , 97 -
107 
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WITNESS 

c. L . Teal 

PROFFERING 
PARTY 

Staff 

EXHIBIT 
HQ... 

CLT- 2 

TITLE 

Late-Filed 
Deposition 
Exhibit No . 1 -
Teal Update of 
Table 2 in 
Direct 
Testimony, Page 
14 
Late-Filed 
Deposition 
Exhibit No . 2 -
Percentage of 
Total Revenues 
that are 
Dedicated 
Services 
Late-Filed 
Deposition 
Exhibit No . 3 -
Services by Rate 
Elements 
Late-Filed 
Deposition 
Exhibit. No. 4 -
Potential for 
Stranded 
Facilities 
Exhibit No. 5 -
Depos itio n 
Transcript pages 
9 - 98 

I 

I 
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••staff intends to propose the stipulation into the record of he 
following exhibits : 

WITNESS PROFFERING 
PARTY 

Staff 

Staff 

staff 

VII . STIPULATIONS: 

EXHIBIT 
liQ.... 

USS-1 

MCI-1 

ALL-1 

TITLE 

Composite 
Exhibit/Staff' s 
Interrogatories 
to Sprint Nos. 
1-111 131 161 181 
19 121-22124-
25,27-29, 32 , 
35- 49, 5 1-53 , 60-
61,63-64166-
68,73-75,78 , 80-
83 

Composite 
Exhibit /Staff' s 
Interrogato ries 
to t1CI Nos . 1-
13115- 19, 21 -
25 127-28 , 31-
32135-49, 5 1-
53156 , 58 , 63 -
67169,75178-
79 ,8 0 - 83 

Composite 
Exhibit /Staff ' s 
Inte rrogatories 
to ALLTEL Hos . 
1-2 14-5 121,25-
26,28 - 30 132 , 
35,491 55 158 , 67 , 
71182,84 

There are no issues that have been stipulated at this t ime. 

VIII. PENPING MOTIONS : 

The only pending mot i on i s Intermedia ' s Motio n to Accept Late
Filed Testimony of Michael A. Viren. 
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IX . RULINGS : 

1. The Prehearing Officer granted Ind i antown ' s Motion to 
Withdraw. 

2. The Prehearing Officer also acknowledged Sta ff ' s inte nt no t 
to pursue outs tanding responses to interrogatories from Cente l and 
all of the other small local exchange companies, exc ept Allt el . 

3. The Prehearing Officer , at the sugge stion of some p a rties , 
ruled that parties desi ring to do so may file Prehearing Memoranda 
of Law regarding the legal issues involved in thio proceeding on o r 
before Marc h 15, 1991. These Memoranda are to addres s e s pecially 
the now s t a tutory provisions regard i ng alterna t e access vendor s . 

X. PROCEQUBE FOR HANQLING CONFIQENTIAL INFOBMATI ON; 

In the event it becomes necessary to handle confidential 
information, the followi ng procedure will be follo~ed: 

1. The Party utilizing the confide nt ial material during cross 
examination shall provide copies to the Commissione rs and 
the Court Reporter in envelopes c learly marke d •.-~i th t he 
nature of the contents . Any party wishing t o e xamine the 
confidential material s hall be provided a c opy i n t h e same 
f a shion a s provided t o the Commissioners s ubjec t t o 
execution of any appropriate protective agreeme nt wi th the 
owner of the material. 

2 . Couns el and witnesses should state when a question or 
answer contains confidential information. 

3 . Counsel and witne sses should make a reas onable a t t empt t o 
avoid verbaliz i ng confidential infor mation a nd., if 
possible, should make only indirect refe r e nce t o the 
confidenti al inf ormation . 

4. Confidential inf ormation should be presented by writ e n 
exhibit when reasonably convenient to do so. 

5 . At the c onclus ion of that portion o f the hearing t hat 
involves conf idential information, all c opies of 
confidential exhibi ts shall be returned to the owner ofth e 
i nformation. If a confi dential exhibit has bee n admi t t ed 

I 
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into evidence, the copy provided to the Court Reporter 
shall be reta i ned in the Commission Cle rk ' s c o n fident ial 
files. 

If it is necessary to discuss confidential informa t ion during 
the hearing the following procedure shall be u tilized. 

After a ruling has been made assigning confidential statu~ to 
material to be used or admitted i nto evidence , it is suggested that 
the presiding Commissioner read into the record a statement s uc h as 
the following: 

The testimony and evidence we are about t o r e c eive is 
proprietary confidential business information and sha l l be kept 
confidential pursuant to Section 364.093, Florida St a tutes . The 
testimony and evidence shall be received by the Commissioners 
in executive session with on l y the following perso ns present: 

a) The Commissio ners 
b) The Counsel for the Commissioners 
c) The Public Service Commission staff and sta f f counsel 
d) Representatives from the office of publ ic counsel and 

the court reporter 
e) Counsel for the parties 
f) The necessa r y witnesses for the pa rtie s 
g) Counsel for all intervenors a nd all necessa ry witnesses 

for the intervenors. 

All other persons must leave the he aring r oom at t h is time . 
I will be cutting off the telephone tie s t o the testimony 
presented in this room. The doors t o this c hamber are to be 
locked to the outside. No one is to ente r or l e a ve t h is room 
without the consent of the chairman. 

The transcri pt o f this portion of the h ear i ng a nd the 
discussion related thereto sha ll be pre pare d and fi led u nder 
seal , to be opened only by order of this Commi ssi on . The 
transcript is and shall be non-public r e cord exempt from 
Section 119.07(1), Florida Statutes. Only the attorneys for 
the participating parties, Public Counse l, the Commission 
s taf f and the commiss ioners shall receive a copy of the s~aled 
transcript. 

CArTER THE ROOM HAS BEEN CLQSEQ l 

Everyone remai ning in this r oom i s i ns truc t e d that the 
testimony and evidence that is about t o be r eceived i s 
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proprietary confidential business i n formation, which shal l be 
kept confidential. No one is to reveal the contents or 
s ubstance of this testi~ony or evidence to a nyone not present 
in this room at this time . The court reporter shall now 
record t t e names and affiliations of all persons pre sent i n 
the hearing room at this time. 

It is therefore , 

ORDERED by Commissioner Michael McK . Wilson, as Prehe aring 
Officer, that this Prehearing Order shall govern the conduct o f 
these proceedings as set forth above unless modif i ed by the 
Comm i s sion. 

By ORDER of Commissioner Michael McK. Wilson , as Pre hearing 
Officer, this 27th day of Ma rch 1991 

)~~~~ssioner 
and Prehe ring Officer 

(SEAL) 

SFS 
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