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1 l!2~11~!!i! 

2 (HeariDCJ reconvened at 9 s 3 5 a. •. ) 

3 (Tranacript follow. in .. quenc• fro• Voluae 

4 II.) 

5 OOMM%SSIONER CLARKI I call the hearinq to 

6 order. I think llr. Denton va• the next vitne••· 

7 JIR. BOFI'IIAJiz llaclaa Cbairaan, a preliainary 

a •tter. Teleport' • vi tne••, llr. JCouroupa•, ha• a 

9 conference •cheduled in Connecticut toaorrov. We'd 

10 lika to try to acca.aodate hia, if that .. et• the 

11 pleaaure of the coaai••ion. 

12 I've cSi•cu••ecS thi• with the partie•, and I 

13 don't think there were any objectiona voie4tc1 ye•terday. 

14 Mr. rona i• not here thi• aorninq, •o I'a goinq to have 

15 to check back with hia, but I wanted to put the 

16 Ca.ai••ion on notice that we'd like to try to 

17 acoo.pli•h th.at. He ha• a 2140 flight thi• afternoon, 

18 and ve'4 like to try to take hia out of order if there 

19 are no objeotiona. 

20 OOMMXSSIONBR CLARK: When do you propose to 

21 take hi• teatt.ony? 

22 IIR. BOPPIIAN: I would propo•e, if Mr. Fon• i• 

23 here, that we take hia after Mr. Denton. 

24 OOIIMISSIOIID CLARKI I think Mr. Willi• is 

25 here in place of Mr. ron•. 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 IIR. WILLIIt 'fbat'• rigbt. I would -- can ve 

2 go ott --

3 CClllaUI<*D CLUJCt Do you vant to think 

4 about it? 

5 IIR. WILLIS: I'll talk vith hi• off the 

6 record. 

7 CCIIIIIIIIOIID CLUJC& We'll ju•t leave that 

8 

g 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

pencUncJ tor now. 

11r. carver, your vi tne••. 

DlVID I. DINTOII 

va• called u a vitna•• on behalf of Belllouth 

Telecc anicationa, Inc., d/b/a Southern Bell Telephone 

and Teleqrapb o.p&ny, and, havinc, been duly .vom, 

te•tified u follow.: 

DtRICT BXANINATION 

BY KR. CARVDt 

Q llr. Denton, would you pleaH •tate your full 

n&~~e and bu•ine•• adclre••? 

A I - David a. Denton. lly ad4re•• i• 675 We•t 

Peachtr .. Str .. t, Atlanta, Georqia. 

Q 11r. Denton, vere you .VOrl' in ye•ter4ay? 

A Ye8, I .... 

Q COUld you pluH •tate by vboa you're 

eaployed and in Vbat capacity? 

PIDiliDl l'UILIC IDVICK COIIIIISSION 
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1 A I - eaployec:t by BellSouth, cSoinq buain••• aa 

2 Southam Jell bare, •• an operatiaM unav•r, 

3 revulato~ policy and plaMift9 • 

4 Q And have you cauaec:t direct t .. ti110ny to be 

5 filed in tbia docket conaiatinq of 16 pagea? 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Yea, I have. 

Q Do you have any change• to aalce to that 

teatiaony? 

A •o, I don't. 

Q If I were to aak you the queationa that 

appear in your teatiiiOny toclay, voulcS you.r anavera be 

tbe a ... ? 

Y-, tbey voulcS. 

IIR. CARYDI I would lia to raqueat that 

15 Mr. Denton'• teatiiiOny be inaertec:t into the record aa 

16 if read. 

17 COIDIISSIOND CLAJUC: It vill be inaerted into 

18 tbe record •• though rueS. 

19 

20 

21 

22 

23 

24 

25 
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WILL YOO PLEAS! STATE YOUR NAME AND BUSINESS ADDRESS? 

I AM DAVID B. DBMTON. MY BUSINESS ADDRESS IS 675 WEST 

PEACHTREE STREET, ATLANTA, GEORGIA. 

BY WHOM ARB YOU EMPLOYED AND IN WHAT CAPACITY? 

I AM EMPLOYED BY BELLSOUTH TELECOMMUNICATIONS INC . , D/8/ A 

IN FLORIDA AS Sot1'l'IIBRN BELL TELEPHONE AND TELEGRAPH COMPANY 

("SOU'l'HERN BELL"), AS OPERATIONS MANAGER IN THE REGULATORY 

POLICY AKD PIANNYNG DEPARTKBNT. 

PLEAS! GIVE A BRI!P DESCRIPTION OF YOUR BACKGROUND AND 

EXPBIUENCB. 

I SBRVBD IN THE UNITED STATES MARINE CORPS PROM 1954 TO 

-1-
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1 1958. I WAS GRADUATED PROM THE UNIVERSITY OF MIAMI IN 1961 

2 WITH A BACRILOR OP BUSINESS ADMINISTRATION DEGREE CUM LAUDE 

3 IN BCONOKICS AND WAS AWARDED A MASTER OF ARTS DEGREE IN 

4 BCONOKICS IN 1964 FROM THE SAME UNIVERSITY. IN 1979, I WAS 

5 AWARDED A MASTER or SCIENCE DEGREE IN ADVANCED MANAGEMENT 

6 PROM PACE UNIVERSITY . 

7 

8 I BEGAN IDIPIDYIIBN'T WITH SOUTHERN B!LL IN 1962 AND HELD 

9 VARIOUS POSITIONS IN THB COMMERCIAL DEPARTMENT BEFORE 

10 JOINDIC TID IIBADQUARTDS RATES ORGANIZATION IN 1966. I 

11 HAVB HBLD VARIOUS POSITIONS AT SOUTHERN BELL HEADQUARTERS 

12 IN ATIAH'l'A AND AT AT'T HEADQUARTERS IN NEW YORJ< CITY IN THE 

13 RATES AND TARirP AREA. SINCE NOVEMBER 1991, I HAVE BEEN IN 

14 THE BELLSOO'l'H TELECOMMUNICATIONS INC. , HEADQUARTERS 

15 REGULATORY POLICY AND PLANNING DEPARTMENT. I HAVE 

16 TESTIFIED BBPORE THIS COMMISSION (HEREINAFTER "FPSC" OR 

17 "COIOIISSION") AND BEFORE THE GEORGIA, NORTH CAROLINA, AND 

18 SOUTH CAROLINA COMMISSIONS. ATTACHED TO MY TESTIMONY I:> AN 

19 APPENDIX LISTING THE SPECIFIC STATE DOCKETS IN WHICH I HAVE 

20 TBBTIPIBO. 

21 

22 Q. WHAT IS TID PURPOSB OP YOUR TESTIMONY? 

23 

24 A. 'I'll! PURPOSE Or MY TESTIMONY IS TO ADDRESS THE ISSUES 

25 IDENTIFIED IN THIS DOCKET. 
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3? 0 

IS EXPANDBO INTERCONNECTION FOR SPECIAL ACCESS AND/OR 

PRIVATB LIN!: IN THE PUBLIC INTEREST? 

ABSUJaNG, AS THIS COMKISSION DID IN '1'HE ALTERNATE ACCESS 

VBKDOR DOCD'T, THAT AAV COMPE'l'XTION :IS IN THE PUBLIC 

IN'l'EREST, THD ALIDWING EXPANDED INTERCONNECTION WILL 

RESULT IN MORE COMPETITIVE OPTIONS POR SPECIAL ACCESS AND 

PRIVATI LINB SERVICE. HOWEVER, THERE IS A CONTRIBUTION 

THAT INTRASTATE SPECIAL ACCESS AND PRIVATE LINE SERVICES 

PROVIDE TO RBSIDBNTIAL LOCAL EXCHANGE SERVICE. IF THAT 

CONTRIBUTION IS LOST AND NO COMPETITIVE PLEXIBILITIBS ARE 

GAINBD BY THE LOCAL EXCHANGE COMPANIES (L!!Ca}, THEN THERE 

IS THE PO'i1BNTIAL THAT THE PUBLIC INTEREST MAY NOT BE WELL 

SERVED. 

BY ALIDWING BXPAHDED INTERCONNECTION, TELECOMMUNICATIONS 

ALTI!RlfATIVIS TO THE L!Ca' SERVICES WILL GAIN A GREATER 

MARKET SHARE. THEREFORE, THE L!!Cs MUST HAVE THE PRICING 

PLEXIBILITI!!S NECESSARY TO MEET THESE COMPETITIVE 

CHALLENGES HEAD ON. THESE COMPETITIVE PLEXIBILITIES, IF 

AVAILABLE TO ALL TELECOMMUNICATIONS SERVICE PROVIDERS, 

WOULD RESULT IN TRUE PRICE COMPETITION, WHICH WOULD SERVE 

THE PUBLIC INTDBST. 

HOW DOES THB FCC'S ORDER ON EXPANDED INTERCONNECTION IKPACT 
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THE COMMISSION 1 S ABILITY TO IMPOSE FORMS AND CONDITIONS OF 

EXPANDED IIITDCONNBCTION THAT ARB DIFFERENT FROM THOSE 

IMPOSED BY TIIB PCC 'S ORDER? 

TBB PPSC HAS TBB AtJ'l'HORITY TO ALLOW FOR EXPANDED INTER

CONNECTION ON AN INTRASTATE BASIS IN ORDER TO SERVE THE 

PUBLIC INTIRIST. Till PCC 1 S ORDER, WHILE NOT NECBSSARILY 

IMPOSING A l'RAIIBWORK FOR EXPANDED INTERCONNECTION ON THE 

FPSC, MAY MAD ANY SUBSTANTIAL DEPARTURE FROM THAT ORDER 

MORE DIFPI~ AND EXPENSIVE TO ADMINISTER FOR THOSE 

PROVIDING BXPANDBD INTERCONNECTION. VASTLY DIFFERENT 

EXPANDED INTERCONNECTION STRUCTURES FOR INTRASTATE AND 

INTERSTATE SERVICES COULD HINDER THB DEVELOPMENT OF 

SERVICES THAT COULD BB OFFERED AS A RESULT OF EXPANDED 

IN'TERCOHNBCTION • 

UNDER WHAT CIRCUMSTANCES SHOULD THE COMMISSION IMPOSE 

DIFFEREN'l' PORJIS AND CONDITIONS OF EXPANDED INTERCONNECTION? 

THE FPSC SHOULD NOT IIAifDATB THE TERMS AND CONDITIONS OF 

EXPANDED INTERCOHNBCTION ON LECa WHO PROVIDE EXPANDED 

IHTERCOHHBCTION AS A SDVICE OFFERING. SOUTHERN BELL 

BELIBVBS THAT THB COMMISSION SHOULD ALLOW THE LECa TO 

PROVIDE EITHER V1RTUAL OR PHYSICAL COLLOCATION AT THEIR 

OPTION. INDEED, S00'1'HDN BELL HAS APPEALED THE FCC 1 S ORDER 

-4-
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BBCAUSI OP ITS IWIDATORY PHYSICAL COLLOCATION REQUIREMENT. 

FOR THE PUR.POSBS OF THIS TESTIMONY, PHYSICAL COLLOCATION 

RBPBRB TO THAT SITUATION WilER: THE INTERCONNECTING PARTY 

PAYS FOR LBC CEN'1'RA.L OFFICE SPACE IN WHICH TO LOCATE THB 

EQOIPIID'r DCBSSARY TO TERMINATE ITS TRANSMISSION LINKS, 

AND HAS A PHYSICAL ACCBSS TO THE LEC CENTRAL OFFICE TO 

INSTALL, IIAI!rl'AIN AND RIPAIR ITS EQUIPMENT. 

VIRTUAL COLLOCATION, ON THE OTHER HAND, PERMITS THE 

OOLLOCATORS TO DBSIGNATB THE CENTRAL OFFICE TRANSMISSION 

BQUIPIIDT DEDICATED FOR THEIR USE. THE EQUIPMENT USED TO 

TERKINA'l'l Ilft'DCONJQCTED CIRCUITS WOULD BE LOCATED IN THE 

LEC CBN'TRAL OFFICE UNDBR BITHER VIRTUAL OR PHYSICAL 

COLLOCATION. WITH VIRTUAL COLLOCATION, HOWEVER, THE LEC 

WOULD BE RBQUIRBD TO INSTALL, MAINTAIN AND REPAIR THE 

COLLOCATOR' 8 EQUIPMENT. 

DOES C8APTBR 364 FLORIDA S'l'ATU'l'ES ALLOW THE COMMISSION TO 

ORDER EXPANDED INTBRCOifNBC'l'ION? 

I AM NOT A LlWYBR, BU'1' SOUTHBRN BELL'S A'M'ORNEYS ADVISE ME 

THAT THDI IS NOTBlNG IN CHAPTER 364, FLORIDA STATUTES THAT 

WOULD PROHIBIT THIS COMMISSION PROM ORDERING EXPANDED 

I NT!RCONNBCTION. HOWEVER , EXPANDED INTERCONNECTION COULD 
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NOT BB USBD AS A WAY TO DO 80KB'I'HING THAT WOULD OTHERWISE 

BB PROBIBITID BY CHAPTER 364. FOR BXAMPLE, UNDER SECTION 

364.337 OP T8B STATOTB, AN ALTBRNATB ACCZSS VENDOR CANNOT 

PROVIDB SWITCHBD SBRVICEB '1'0 AN END USER. THBREPORE, 

EXPMDm IJITDCOJQqCTION COULD NOT BE USED IN ANY SITUATION 

WHERE 'l'IIAT USB WOULD VIOLATE THIS PART OP THE STATUTE. 

DOES A PHYSICAL COLLOCATION MANDATE RAISE FEDERAL AND/OR 

STATZ CONSTITUTIONAL QUESTIONS ABOUT THE TAKING OR OON

PISCATIOif OP LBC PROPERTY? 

THIS IS ANOTHD LIGAL QUESTION, BUT I KNOW SOUTHERN BELL 

BAS APPBALBD THE PCC'• ORDER BECAUSE IT BELIEVES IT 

CONSTITU'l'U All tnrtAWPUL TAXING OP PROPERTY. THIS ISSUE 

WILL U A.DmtUSBD IN PUit'l'IIER Oft' AIL IN SOU'l'HERJf BELL'S 

POST-BEARING BRIBP. 

SHOULD THE COIOCISSION REQUIRE PHYSICAL AND/OR VIRTUAL 

COLLOCATION? 

TBB PPSC SHOULD NOT MANDATE ANY PORM OP COLLOCATION. 

RA'l'IDR, '1'HB IDeAL EXCHANGE COMPANIES SHOULD HAVE THE OPTION 

OP PROVIDING BITHER PHYSICAL OR VIRTUAL INTERCONNECTION 

ARRANGDIDf'tS, TAXING INTO ACCOUNT COLLOCATOR REQUESTS. 

A.LLOWXIfG TIIB LBC. TO PROVIDE BITHER PHYSICAL OR VIRTUAL 

-6-



1 

2 

3 

4 

5 

6 Q. 

7 

8 A. 

9 

~0 

~1 

~2 

~3 

14 

15 

16 

17 

~8 

19 

20 Q. 

21 

22 A. 

23 

24 

25 

39 ~ 

ARRANGIIIBirrl WILL BIIABLB THB COORDINATION OP INTRASTATE AND 

INTDBTATB COLLOCATION ARCHITZC'l'URBS POR THOSE 

~RB 11110 BAVB A NBBD POR BOTH JURISDICTIONAL 

ARRANGDIDTS. 

WIIAT LBCa SJIOULD PROVIDB EXPANDED INTERCONNECTION? 

UNDD TR1 I'CC'S ORDER IIANDATING PHYSICAL COLLOCATION, ONLY 

TIER 1 LBCS ARE REQUIRED TO PROVIDE EXPANDED 

INTERCONNECTION. THE PCC' S RATIONALE FOR THIS DECISION WAS 

THAT MANY SIIALLBR LBCS MAY HAVB INADEQUATE CENTRAL OFFICE 

SPACE TO ACCOMMODATE COLLOCATION. THE FPSC IS, OF COURSE, 

P'RD TO BITIID ADOPT THIS SAME APPROACH OR TO DECIDE THIS 

ISSOB DIFPBitBW'l'LY. BOW'BVZR, IF THIS COMMISSION WERE TO 

GIVE ALL LZC. '1'HB OPTION OP OFFERING ZITHER PHYSICAL OR 

VIRTOAL COLLOCATION, THEN IIANY SMALLER LBC• COULD OFFER 

COLLOCATION BVEN THOUGH THBY MIGHT NOT BE ABLE TO COMPLY 

WITH A IIAIIDATORY PHYSICAL COLLOCATION REQUIREMENT. 

WHBRI SHOULD EXPANDED INTBRCONNECTION BE OFFERED? 

EXPANDED INTDCONNECTION COULD BE OFFERED IN ALL SOUTHERN 

BELL CENTRAL OFFICES IN FLORIDA WHERE SUFFICIENT SPACE IS 

AVAILABLB. THERE IS A POSSIBILITY THAT SOME CENTRAL 

OFFICES MAY NOT BAVB SUFFICIENT SPACE TO ACCOMMODATE EITHER 

_,_ 
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PHYSICAL OR VXRTUAL COLLOCATION. IP SO 1 TIIEN NO 

COLLOCATIOII SHOOLD BB RBQUIRBD AT SUCH OFFICES. 

WHO SHOULD 81 ALI.DWBD TO IN'l'ERCONNBCl'? 

TBOS!: WIIO DBSIU TO INTERCONNECT TBBIR OWN BASIC 

TRANSIII88ION PACILITIBS ASSOCIATED WI.nl OPTICAL TERMINATING 

EQOIFIIDT AND IIOLTIPLBXBRS SUCH AS INTER.BXCHANGE CARRIERS, 

ALTIRRATI AecDS VINDORS I CABLE COIIPANIIB I AND !ND US!RS 

SHOULD 81 ALlDWBD TO IN"l'BRCONNECT ON AN INTRASTATE BASIS. 

SHOULD TIIB 8AIIB '1'11118 AND CONDITIONS OP EXPANDED INTBR

CONNBCTION8 APPLY TO AT'T AS APPLY TO OTHER INTER

CONNBCTORS? 

YBS. THE 8AICB TBRKS AND CONDITIONS FOR EXPANDED INTER-

CONNBCTION SHOULD APPLY TO ALL INTBRCONNBCTORS. 

SHOULD THE OOIGCISSIOlf RBQUIRE STANDARDS FOR PHYSICAL AND/OR 

VXRTUAL COLLOCATION? IP 80 1 WHAT SHOUlD THEY BE? 

IP TRB PPSC ALIDWS TID L&Ca THB OPTION OF PHYSICAL OR 

VIRTUAL COLIDCATION, SOUTHERH B!LL WOULD PROPOSE THr 

FOLLOWING STANMRDS. FIRST, CBNTRAL OPPIC£ SPACE SHOULD BE 

PROVIDED OH A "PIRBT 0001 FIRST SERVED" BASIS. THE 

-8-
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1 DBTIRKlMATION OF THB AVAILABILITY OF SPACE SHOULD BE THE 

2 RBSPOIISIBILITY OP TIIB LEC. 

3 

4 SBCOND, '1'IIB POINT OF INTERCONMICTION SHOULD CONSTITUTE THE 

5 DIIIARCATIOII POIJft' FOR L!C AND INTDCONNECTOR 

6 RBSPONSIBILITIBS. FOR PHYSICAL COLLOCATION- THE 

1 INTIRCOMHECTION POINT IS THE LOCATION IN THE CENTRAL OFFICE 

8 DESICIIA'l'BD BY THB LEC WHERE THE LEC'a DS1 AND 083 S~VICES 

9 ARB TaRIIINATBD POR INTERCONNECTION TO THE COLLOCATOR' S 

10 TBRIIIDTIOII IQOIPMBNT. FOR VIRTUAL COLLOCATION, THE POINT 

11 OP IN'l'BRCONNBCTION SHOULD BE AS CWSB AS REASONABLY 

12 POSSIBLI TO Till CBNTRAL OPPICB, SUCH AS THB CENTRAL OFFICE 

13 ICAHHOLB. 

14 

15 THE RBQUIItDIBHTS POR EXPANDED INTERCONNECTION SHOULD APPLY 

16 ONLY TO CENTRAL OFPICB EQUIPMENT NEEDED TO TBRMcrNATE BASIC 

17 TRANSMISSION FACILITIES ASSOCIATED WITH OPTICAL TERMINATING 

18 EQUIPIODIT AND MULTIPLEXERS. INTERCONNECTION SHOULD NOT BE 

19 ALIDWBD POR OTHER TYPBS OP EQUIPMENT, SUCH AS BNHANCBD 

20 SERVICES, SWITCIIBB AND CUSTOMER PREMISES EQUIPMENT. 

21 

22 FINALLY, BBCAUSB OP TBB POTENTIAL FOR ADVBRSB EP'PECTS 

23 RBGARDING TBB AVAILABILITY OP CONDUIT AND RISER SPACB, THE 

24 INTBRCONNBCTION OP NON-FIBER OPTIC CABLE SHOULD NOT BB 

25 A.LIDWBD. IH'l'BRCONNBCTION SHOULD BB LIMITED TO DS1a AND 

_,_ 
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!>S3a PROVIDED BY PIBER OPTICS WITH l'UTtJRE ENHANCEMENTS TO 

INCWDB MBW TBCBifOLOGIBS AS THEY MAY BE DEPLOYED. 

SHOULD COLLOCATORB BB REQUIRED TO ALLOW LBCa AND O'l'HER 

PARTIES TO DrrBRCOIOfBCT WITH THEIR NETWORKS? 

YES, RECIPROCITY SHOULD BE PART OF ANY INTERCONNECTION/ 

COLLOCATION ORDER Ill PWRIOA. THE ABILITY TO BENEFIT FROM 

INCREASED COMPETITION IN THE MARJCETPLACE SHOULD BE 

AVAILABLE TO ALL TELECOMMUNICATIONS PROVIDERS. 

WHAT STANDARDS SHOULD BE ESTABLISHED FOR THE LBCa TO 

ALIDCATB SPACE I'OR COLLOCATORS? 

CENTRAL OPPICB SPACE FOR COLLOCATION SHOULD BE ALLOCATED ON 

A •PIRST COMB, riltST SBRVBD• BASIS. CONSISTENT WITH THE 

INTERSTATE EXPANDED INTERCONNECTION SERVICE OFFERING, THE 

IBTRABTATB TARIPP SHOULD ALLOW THE LECa TO MAKE FLOOP. SPACE 

AVAILABLE TO BACH COLLOCATOR IN 100 SQUARE FOOT MODULES, 

PER CENTRAL OFFICE • ADDITIONAL SPACE WOULD ALSO BE MADE 

AVAILABLE 1 WIIERB FEASIBLE, IN 100 SQUARE FOOT MODULBS. 

VIRTUAL COLLOCATION SHOULD ALSO FOLLOW THE SAME TERMS AND 

CONDITIONS UTABLISHED IN THE INTBRB'l'ATB JURISDICTION . 

WITH VIRTUAL INTERCONNECTION, EACH REQUEST FOR COLLOCATION 
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WOULD BB RBVIEWBD BY THE LEC• TO DETERMINE THE AMOUNT OF 

PIDOR SPACE AND POWER REQUIRED TO PROVISION THE 

ARRANGBMBNT. SPACE WOULD THEN BE ALLOCATED ACCORDINGLY. 

SBOOLD TBB COMMISSION ALLOW EXPANDED INTERCONNECTION FOR 

NON-FIBER OPTIC TBCHNOLOGY? 

AS MBNTIONBD PREVIOUSLY, BECAUSE OF THE POTENTIAL LLMITED 

AVAilABILITY OP CONDUIT AND RISER SPACE THE INTERCONNECTION 

OF NON-FIBER OPTIC CABLE SHOULD NOT BE ALLOWED. IN 

ADDITION, "1''IB TELECOMMUNICATIONS NE'IWORJC IS MOVING TOWARDS 

A FIBBR OPTICS-BASED NETWORK. SOUTHERN BELL IS IN THE 

PROCESS OF MODERNIZING ITS NETWORK AND DEPLOYING FIBER 

OPTIC TECHNOLOGY. ANY EXPANDED INTERCONNECTION OFFERING 

SHOULD Bl COMPATIBLE WITH THESE TECHNOLOGICAL DEVELOPMENTS. 

IP THE COMMISSION PIRMITS EXPANDED INTERCONNECTION, WHAT 

PRICING PLBXIBILlTY SHOULD THE LEC• BE GRANTED FOR SPECIAL 

ACCESS AND PRIVATE LINE SERVICES? 

THE LBC. SHOULD RETAIN THI PRICING FLEXIBILITY THEY 

C'URREN'TLY RAVE FOR PRIVATE LINE SERVICES. CONTRACT SERVICE 

ARRANGBMENTS (CSM) FOR PRIVATE LINE SERVICES ARE ALLOWED 

TODAY, AND IT IS APPROPRIATE TO CONTINUE THIS PRICING 

STRUCTURB. 
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A. 
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3 99 

BECAUSE SOUTRBRN BBLL IS CURRENTLY UNABLE TO PROVIDE CSAa 

FOR INTRASTATI SPECIAL ACCESS SERVICES, AT A MINIJIOM 

SOU'l'HBRN BBLL SHOULD BB PERMITTED TO IMPLEMENT ZONE PRICING 

ON THE BASIS OP WIRB CENTER GROUPINGS RATHER THAN AT 

AVBRAGBD STATBWXDE RATES. 

ALL SIMILARLY SXTUATID SPECIAL ACCESS SERVICE CUSTOMERS IN 

A GIVBN WIRB C&M'l'£k WOULD BB CHARGED THE SAME RATES POR THE 

SAME SERVICB. 

IP THB OOIIMISSIOif PatiiiTS COLLOCATION, WHAT RATES, TERMS, 

AND CONDITIONS SHOULD BE TARIPPBD BY THE LEC•? 

THE IZC8 SHOULD NOT BB REQUIRED TO FILE A TARIFF THAT SETS 

PORTH RATES POR PIDOR SPACE AND UTILITY COSTS. WITH THOSE 

EXCEPTIONS, ALL OTHER RATE EI.EIIENTS POR VIRTUAL COLLOCATION 

SHOULD B! TARII'l'ED. POR PHYSICAL COLLOCATION THE RATE 

STRUCTORE SHOULD MIRROR TRB ON! PILED WITH THE PCC WITH THE 

EXCEPTIONS POR PIDOR SPACE AND UTILITY COST ELEIIENTS 

MENTIONED ABOVB. 

SHOULD ALL SPECXAL ACC!SS AND PRIVATE LINE PROVIDERS BE 

REQUIRED ro PILB TAJtlrr&? 

25 A. IP TARIP~S ARB A R!QOXR!MBNT FOR ANY PROVIDER OP SPECIAL 
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Q. 

A. 

Q. 

A. 

4 00 

ACCBSS OR PRIVATB LIMB SERVICBS, THEN THEY S HOULD BE 

REQUIRED 01' ALL PROVIDERS OF THESE SERVICES. A BETTER 

COURSE, BOWBVBR, WOULD BE TO RBMOVB THESE COMPETITIVE 

SDVICBS JPROK THB VERY DETAILED REGULATORY REQUIREMENTS 

THAT APPLY TODAY. THE PROCBSS SHOULD NOT IMPOSE ADDITIONAL 

RIGULltoaY IURDDIS BOT INSTEAD SHOULD SEEK TO LESSEN AND 

BVD'l'UALLY ELIIIINATB THE EXISTING REGULATORY REQUIREMENTS 

IN PLACB TODAY. 

WHAT SEPARATIONS IMPACT WILL EXPANDED INTERCONNECTION HAVE 

ON Till LICa? 

AT THE PRBSBNT TID, SOOTBERH BELL HAS NOT DEVELOPED A 

FORECAST 01' DIMAND l'OR COLLOCATION AND THEREI'ORE CANNOT 

QUANTIFY THE POTENTIAL JUIUSDICTIONAL SEPARATIONS IMPACT OF 

BXPAifDED DfTBRCOMJIBCTION. 

HOW WOULD RATEPAYERS BB FINANCIALLY AFFECTED BY EXPANDED 

Ilft'BRCOMNBC"l'ION? 

RESIDENTIAL RATEPAYERS MAY BE FINANCIALLY AFFECTED IF THE 

LEC• ARB NOT ABLE TO COMPETE FOR THE PROVISION OP 

TELECOMMUNICATIONS SERVICES THAT CURREWtLY PROVIDE A 

CONTRIBUTION TO RESIDENTIAL SERVICE. TELECOMMUNICATIONS 

SERVICES PROVIDED BY THE LEC8 CANNOT BE VIEWED SINGULARLY 
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23 

24 
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4 0 1 

AND IN A VACUUII. THERE ARE CROSS-ELASTICITIES BETWEEN 

DEDICATED AND BWrl'CHED SERVICES. IF THE PRICE FOR 

DEDICATED SBRVICBS DROPS BECAUSE OF COMPETITION, THEN MORE 

DEDICATED SBRVIC!S WILL BE USED AS SUBSTITUTES FOR SWITCHED 

SERVICES. BOTH SERVICES PROVIDE A LEVEL OF CONTRIBUTION TO 

RBSIDBN'l'IAL BXCIIANGE SBRVICB BUT THE AMOUNT PROVIDED BY 

SWITCHBD SERVICES IS SIGNIFICANTLY GREATER THAN THAT FROM 

DEDICATED SERVICES. THERE IS A NEED TO RECOGNIZE THAT 

UNDD '1'IIB CORRD'T PRICING STRUCTURE , THE SERVICES THAT 

PROVIDE THE MOST CONTRIBUTION TO RESIDBN'l'IAL EXCHANGE 

SERVICE WILL BVBNTUALLY Bl UNDIR THE GREATEST COMPETITIVE 

PRESSURES. 

SHOULD THE COMMISSION GRANT ICI'S PETITION? 

TBIS COIOIZSSIOJI SHOULD RESOLVE THE QUESTIONS RAISED BY THE 

PETITION OF ICI IN LIGHT OF ALL THE ISSUES CONSIDERED IN 

THIS DOCKET. IN OTHER WORDS, ANY ACTION TH·IS COMMISSION 

TAJCES ON THE ICI PETITION SHOULD BE CONSISTENT WITH ITS 

ODBRAL RULINGS Ilf 'l'IIIS DOCDT. 

SHOULD BXPANDBD IN'l'B:RCOHNBCTION BE SUBJECT TO A •NET 

REVENtJB TEST• REQUIRDIEN'l' IN ORDER TO AVOID POSSIBLE CROSS

SUBSIDY CONCERNS? 
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NO. SW'IimD ULL ROUTINELY PRICBS ALL NEW PRODUCTS AND 

SERVICU ABOVB TBBIR IDNG RON INCREMENTAL COST FIDOR, AND 

PROP08B8 TO DO THB SAKE WITH EXPANDBD INTERCONNECTION. 

THBRBPORB, BVBN IF AVOIDING A CROSS-SUBSIDY POR EXPANDED 

IN'l'ERCONNBCI'ION WERE AN APPROPRIATE CONCERN, SOUTHERN 

BELL'S NORIIA.L PRICING PROCEDURE IS SUFFICIENT TO AVOID ANY 

CROSS-SUBSIDY. 

PLEASE SUMMARIZE YOUR TESTIMONY. 

EXPANDED IIITDCONlfiCl'ION FOR SPECIAL ACCESS AND PRIVATE 

LINE SBR'IICBS IS ANOTHER STBP TOWARD PULL COMPETI':"ION IN 

THE IDeAL BXCIIANGB. THERBPORB, THE LONG RON EFFECTS OF 

THIS DOCKBT ARB NOT SIMPLY LIMITED TO THE SERVICES WHICH 

ARE THE PRI.IIARY POCUS OF THIS PROCEEDING. THE COMMISSION 

MOST PROVIDE RZGtJI.ATORY FLEXIBILITY SO THAT LBCs CAN MEET 

THE CHA.LLBNGU OP PROVIDING SERVICE IN AN INCREASINGLY 

COMPETITIVB ENVIRONMENT. THE COMMISSION SHOULD VIEW THIS 

PROCEEDING AS TID LBADING BDGE OP THE TRANSITION TO PULL 

COMPETITION IN THE LOCAL EXCHANGE ARENA. LIKEWISE, THE 

COMMISSION MUST BALANCE THE CONTINUING ADVANCE OF 

COIIPBTITION FOR TELECOMMUNICATIONS SERVICES WITH ITS 

CONCDH POR UNIVDBAL SERVICE. AS COMPETITION IN THESE 

MARDTS DEVELOPS, ALL PROVIDERS SHOULD BB SUBJECT TO THB 

SAM! RULES, RBQUIRBNBNTS AND OBLIGATIONS. NO PROVIDER 
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1 SHOULD BB ARTIFICIALLY CONSTRAINED IN ITS BPPORTS TO BE A 

2 VIABLE P~YD IR THE TBLBCOIOIUNICATIONS MAR.ICETPLACE. 

3 

4 

5 Q. DOU THAT CONCWDI YOUR TESTIMONY? 

6 

7 A. YES IT DOBI. 

8 

-16-
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1 Q (ly Kr. C.rver) Jlr, O.nton, could you 

2 au.aarize your teattaony, plaa .. ? 

3 A Y .. , I would. The iaaue of expanded 

4 intarconnect1on that ia before the C01111iaaion today ia 

5 juat another at.ep in the nu.ber of atepa that have been 

6 taken toward introducing ca.petition to a previoualy 

7 rec)Ulated 110nopoly environJMnt. There ia CJoing to be 

8 aore atepa. 'fbe iaaue toctay ia apecial and private 

9 line. 'fbe next iaaue on the table ia CJOin<J to be 

10 avitched avitcb .. , which i• a biCJCJer iaaue. 

11 The COIIIIiaaion in the paat haa broadened 

12 coaparative opportunitie•, done it in the aen .. that 

13 thia enbancea the public intereat and they're CJOinCJ to 

14 have to -ke the - deciaion in thia docket. 

15 Nov, if you decide that expanded 

16 interconnection ia in the public intereat, it aee•• to 

17 .. that the rule• and rec)Ulationa, the technical teras 

18 that are beinCJ h•weerecS out at the FCC, are probably 

19 CJOiftCJ to be, to a larC)e extent, prevailinq. It would 

20 be very difficult, I think, to have two different aeta 

21 of technical atandarda and rule• and try to adainiater 

22 that tor the co.alaaion, tor the t•lepbone co.paniea, 

23 tor the interconnecting partiea. eo I think if you 

24 decide to go along with the expanded interconnection, 

25 the FCC'• aodel 1• 9oinq to have to be very 
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1 controlliJM). 

2 Kov, vitb reapect to the pricing flexibility, 

3 that'• another iaaue in it .. lf. Tbe Ca.aiaaion haa a 

4 lot of flexibility in teraa of vbat to do ancl vben to 

5 do it in pric!JMJ flexibility. There haa been aa.e 

6 diacuaaion ben tbat there outht to be ao.e triCJCJer 

7 point, ao. threabold, aa.e delay in the tt.e before 

8 which tba eatabliabed local telephone coapaniea are 

9 allowed aa.e additional pricing flexibilitiea. 

10 I can think of at leaat three 9ood r-•ona 

11 vhy that abould not occur, at leaat thr.. reaaona vby 

12 they abould not be aakecl to wait. But aaide that, the 

13 Ca.aiaaion in ita paat deciaiona to open up ca.petition 

14 haa never atopped the exiatinq carrier froa expanding 

. 15 their ca.parative pricift9 optional they never have. 

16 Tbe PCC it .. lf haa authorized, froa the very beqinninq 

17 of expanded interconnection, the carrier• to have 

18 additional pricing flexibility. 

19 So to conclude ay •~ry, I would like to 

20 au99eat tbat the eo.aiaaion continue on thia point ita 

21 paat tradition of vben it expanda ca.petition, expand• 

22 inter .. t, it alao allow• the exi ating carriera 

23 additional pricing flexibilitiea. 

24 '!'bat conclude• ay au.ur:y. 

2!5 ICil. CARVD 1 Tb.anJt you, Mr. Denton. The 
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1 vitneaa ia available for cro•• exaaination. 

2 COIIKISSIOIID CLUJ:s llr. Brvin? 

3 IIR. BltlfDI: None. 

4 

5 

6 

7 

8 

g 

OOIIMISSIOIID CLAJtKs 118. canell? 

MS. CABRLLz No queationa. 

COIDliSSI<*D CLARKs llr. Willia? 

IIR. WILLIS s 

IIR. WABLD: 

•· 1fiL801fs 

IIR. DOli'MRs 

IIR. BOPPIIUis 

•o, no queationa. 

No queationa. 

•o queationa. 

lfo queationa. 

lfo queationa. 

IIR. WIGGIIIS: No queationa. 

OOMMISSIOKIR CLUJtz Staff? 

406 

10 

11 

12 

13 

14 ICil. JIA'l'CB: It could be a aborter day than ve 

15 thou9ht. I have a few. 

16 CROSS BXAMINATION 

17 BY IIR. BATCH& 

18 Q Kr. Denton, have you received a nuaber of 

19 Staff exhibita, DD-1 tbrouqh DD-6? 

20 A Y .. , I have. 

21 Q .. re they prepared by you or under your 

22 aupervialon? 

23 A aa.e vere and aa.e, I believe, were not. 

21. Q Were tbe one• that were not prepared under 

25 your aupervi•ion? 
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A I bee) your pardon? 

Q .. re tbe one• that wen not prepared directly 

by you pnparecl uncler your aupervi,aion? 

A Mo. Tiley were revietMd by .. but not 

prepared under IIY aupervi•ion. 

Q I• everytbiftCJ in there, to the be•t of your 

JcnowleciCJe and belief, true and correct? 

A v .. , it ia. 

KR. HATCHt Ca.aiaaionera, could we have 

tboae exbibita .. rked for identification, plea•e? 

OCII8aSSIOIID CLARJt: llr. Pruitt, I left ott 

with b:bibit 17, ia that correct? 

KR. PllOITT 1 Tbat ia correct. 

OCMiaS8IOifD ~: Okay. DD Mo. 1 will be 

Exhibit 11? 

17 to Staff Interroqatorie•.• 

18 COIIIIISSIOIID CLUJ(: DD-2 will be Exhibit 19. 

19 ICR. BATCH: And that i• •staff'• Fir•t 

20 Requut for Production of Docullenta.• 

21 

22 20. 

23 

OCI8aSSIC*D CLUJ(: And DD-3 will be Exhibit 

D. BATal: And tbat'• illu•trated b)· a 

24 yellow llb-t in your packaqe•. It'• a very vo1uainou• 

25 copy, tbe rce tariff•. If you reque•t a copy, we' 11 be 

PIDRIDA JIUBLIC SDVICS COIIIIISSIOM 



408 

1 glad to provide one. 

2 

3 

CXIIIQIII<*D CIAUI Okay. rcc tariff•. 

axbibit 21 i• DD-4? 

4 D. D'l'CIII Ye•, •'aa, that'• the depo8ition 

5 traJwcript. D0-5 i• a confidential exhibit, and DD-6 

6 i• tbe a redacted venion of that confidential exhibit, 

7 ju•t 80 you' 11 have tbe context fo,r the inforaation. 

8 CXIIIQUIOIID Ct..llml So the confidential 

9 exhibit, DD-5, i• bhibit 22. The redacted ver•ion, 

10 DD-6, 1• IXbibit 23. 

11 (bhibit lfo.. 11 throuth 23 -rked for 

12 identification.) 

13 a.II88IOIID CLAJt.Xs Go ahead, Mr. Hatch. 

14 Q (By Mr. Hatch) Mr. Denton, do you recall 

15 during your clapo8ition that ve di8CU•8ecl the 

16 Ca.ai••ion'• current contract •erving arrang ... nt• 

17 policy? 

18 

19 

A 

Q 

Ye•. 

I believe in your depo•ition that you 

20 ..ntioned that Soutbem .. 11 va• in the proce•• of 

21 reviwift9 ita procaduru for followiNJ the CSA 

22 polio!-, ia tbat oorrect? 

23 A 'lbat'• correct. 

24 

25 

Q 

A 

- tbat review been ca.pleted? 

lkl, it ha• not. We're tryincJ to -k• the 
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1 proce.• a little C~Uicker intarDally and we have not 

2 finiabed the review yet. 

3 Q Bava you 90tten further along in that review 

4 in tara. of trying to deteraine vbether it voru a• 

5 it'• .uppo•ad to or whether any cbanqea are needed? 

6 A .. 've had one 110re ... tift9 aince the 

7 d~ition, !'racy. 

8 CC»DDISSIOND CLUUC: •csA, • what ia that? 

9 WiftDS Dllft'OM: contract --

10 D. BA'l'CII a Contract aerving arranq ... nt. 

11 CXIIIaSSIOifD CLUX: Tbank you. 

12 contract aervice 

13 arrancJ...nt, giv .. u.a a chance to aalce an individual 

14 price bid on a co.petitive aituation. 

15 OOMNISSIOWBR CLUUC: That ia your flexible 

16 pricin;? 

17 

18 of flexible pricing. What we're talking about here ia 

19 acSdift9 another veraion, auch aa aone pricinq, that we 

20 have at the inter•tate level. 

21 OOIIKISSIOifD CLUX: That'• vbat they cal l 

22 denaity aone pricing? 

23 

24 

25 Q 

WITifU8 DD'l'O•: Yea, that'• correct. 

CCIIaiiiOIID CIMKI Oo ahead, Mr. Hatch. 

(By 11r. Batch) Rave you reviewed an PCC 
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1 order, it'• 13-726 re,arding aona danaity pricinq? 

2 

3 

4 

5 

6 

7 

8 

the one 

Q 

A 

Q 

A 

Q 

I don't Jmov that order by nUIIber. I• that 

that authorised? 

ftat'• correct, that'• ay uncSeratandincJ. 

I have reviewed it. 

You have? 

, .. , caaually. 

Were you involved in the preparati on of 

9 BellSouth'• sone denaity prioinq plan? 

10 

11 

A 

Q 

•o, I vaa not. 

Bov faailiar are you with it on tenua of its 

12 detail• a• propoaed to the rcc? 

13 A If you a•k .. •o.- que•tion•, Tracy, I'• •ure 

14 we're going to find out. 

15 Q Generally, I believe it'• your po•ition that 

16 the eo.aiaaion abould follow what the rcc baa don• vith 

17 re•pect to expanded intaroonneotion1 i• that correct? 

18 A With re•peot to the rule•, regulation, teras, 

19 the technical iteaa, I thi nk the only practical thing 

20 to do i• to do that. 

21 Nov, we have a •trong objection to the 

22 phy•ical collocation aandatory order. I think until 

23 that'• re•olved in the courta, ve ought to keep that •• 

24 an option. aut other than that, I think, a• a 

25 practical aatter, it would be bard to deviate very auch 
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1 froa vbat tbey're doing. 

2 Q But with re~ to the pricing philoaophy, I 

3 believe in your au..ary of your teati.ony you aaid that 

4 we ahould retain expanded flexibility for pricing for 

5 intraatate expanded interconnection• ·ia that correct? 

6 A Yu. In fact, the exa~~ple that they aet ia a 

7 pretty good exaaple because they have authorized 

8 pricinCJ flexibility in teraa of the zoned deaveraqing 

9 of atate average• froa the very bec;innincJ of expanded 

10 interconnection.. They're not waiting for a triqqer 

11 point or a threaholdr they fiqure that when people are 

12 allowed to co.pete, then other• ahould be allowed to 

13 ca.pete back. 

14 Q I believe ve talked about thia at fair lenqth 

15 in your depoaition. The ca.aiaaion'• contract aervinq 

16 arrang ... nta ia aore flexible and give• you aore 

17 latitude than the PCC'a zone denaity pricing plan, doea 

18 it not? 

19 A Yea, it doea. 

20 Q Did you propoae anything aiailcr to our CSAa 

21 at the FCC? 

22 A Yeah. In the e~nta that ve filed early in 

23 the g ... with the PCC, ve propoaed vbat ia called 

24 •contract carriage• aa ca.pared vith •oa.aon carriage.• 

25 A contract carriage arrang ... nt would be Where we could 
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quote their price to a apecific cuatoaer. •• propoaed 

tbat in our ~t• to the rcc. That would be 

equivalent, in effect, to a CIA here in Plorida. 

Q Kr. Denton, do you know what atatea, are you 

aware of any other atatea that have approved expanded 

interconnection at the atate level? 

A At the atate level? 

Q 

A 

, ... 
I believe Illinoia baa done that. I believe 

New York baa clone it. I believe Jlaaaachu .. tta haa done 

it. Incidentally, in each o f the theae three atatea I 

juat naaect, tbe co.aiaaiona in tboH atatea authorised 

expanded pricincJ flexibility tor tbe LI!Ca. When they 

expanded interconnection, the y gave th- at the .... 

tt.e additional pricing flexibility to ooapete. 

Q Are there any in BellSouth'• territory that 

have adopted expanded interconnection at the atate 

level? 

A None that I know of. 

Q With thoae atatea that have that you're aware 

of, have they done it on a phyaioal or a virtual 

collocation arrang ... nt? 

A The New York arranv-nt atarted virtual and 

evolved to phyaical. The Illinoia arrangeaent, I 

think, atarted virtual1 I think ia atill virtual. I'• 
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1 not aura about Maaaacbuaetta. 

z Q I'a going to read you a atat ... nt -- I 

3 believe you bave a copy ot it ao you can rater to the 

4 vritinv -- to - it you a91"M vith thia atat ... nt juat 

5 aa a context. '!'be aource of the atat-nt i• an 

6 interroc;atory that Staff aent to PIXCA. They're not 

7 pre .. nt. It'• a reaponae that PIXCA provided to one of 

a the interrotatorlea. 

9 •Bxpanded interconnection, ~ich ia purchaae 

10 ot croaa-connection inaide tbe rcc LIC central office, 

11 ia by definition a .onopoly product for which there ara 

12 no co.petitive aubatitut ... • 

13 Do you &fJrM vith that atat~t? 

14 A I think, eaaentia11y, if you're talking about 

15 expanded interconnection, the central office, yea. 

16 Q Would you aqree that it 1• •a aonopo1y 

17 product for Wbich there are no co~titive 

18 aubstitutea•? 

19 

20 

A 

Q 

No, not entirely. 

What would you cla•• a• aubatitutea? 

21 A The cuata.era, obvioualy -- or the 

22 ccmpetitora, obYioualy, have the option of builclincJ 

23 their ovn network, buil4in9 their ovn avitchea, having 

24 

25 

an overlay nebfork. 

Q Let' • aove to the aecond atat-nt. 
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1 

2 

3 

•Purtbanlore, it i• an acce•• product for pricing 

flexibility to translate into di.criaination between 

interexchaDIJe carriere. • 

4 •tate.ent? 

5 A I'• not entirely •ure what tbe •tat ... nt 

6 ~, •an acce•• product.• I •uppo .. you can call it 

7 an aooe•• product, at lea•t at the inter•tate level 

8 it'• filed in tbe ace••• tariff, I think. I'a not •ure 

9 wbere it would be filed bere. So it either i• or i• 

10 not an acce•• product. 

11 Wbether it i• or it i•n't, I'• not •ure hov 

12 that would bring up tbe queation of di•criaination 

13 between interexcban9• carrier•. I don't under•tand 

14 Wbat tbat --· 

15 I• there a di•cua•ion here about different 

16 prioea for different level• of ••rvice, different 

17 voluae• of .. rvioe, different contract period•? Y••· 

18 Tbat'• not 4i.criaination. Beyond that, I'• not •ure 

19 what tbi• aean•. 

20 Q If the L&Ca do not tariff expanded 

21 interconnection, if it'• left •o1ely to a contractual 

22 ba•i•, 4oea tbat not pre .. nt opportuniti•• for price 

23 di•criaination aJ10n9 varioua cuat011er• of expanded 

24 interconn.ction? 

25 A certalllly, if it wa• not tariffed, there 
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1 would be 110ra opportunitiu tor that to happen. The 

2 co.aiaaion i• here u a recipient ot COIIPlainta. Were 

3 that to bappan, I'a aure that you would bear about it 

4 an4 tba aituation would be corrected pretty quickly. 

5 Q Your review ot bow you handle contract 

6 Hrvice arrancJ~t• ia not COIIPlete. 'ftlia quaation 

7 deal• vith bow you perceive ot tbe Co.aiaaion'• 9eneral 

8 allowance ot contract Hrvice arranv-nta. Are there 

9 any probl ... vith bow the co.aiaaion -- or could the 

10 Ca.aiaaion create a aore flexible arranq ... nt than the 

11 uiatinl) contract Hrvinq arrU(J~t•? 

I don't think there'• any probl ... vith what 

And I think 

14 at tbia point, in teraa of what you've laid out, there 

15 ia autticient flexibility tor -- to uae it for vbat 

16 it'• been intended tor uae tor. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Were you pruant yeaterday durinq Dr. 

Beauvaia' teatiaony? 

A Y-. 

Q Did you hear hia aake the atat ... nt that in 

qeneral, thia ia a parapbraae, ••• a practical aatter, 

nov that tba PCC baa ruled, in a aenae the die i• caat 

and the atatea really can't do aucb aiqnitioantly 

ditterant trc. wbat tbe PCC baa now propoaed.• Would 

you aC)rae vitb that? 
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Mo. Be vaa •peakinq in t•ra. of what exactly? 

It va• in tbe context of a conver .. tion about 

3 havincJ clifferent tariffiNJ arran~Je .. nb with clifferent 

4 requireJ~enb and •tandarda vitb reapect to the 

5 interatate venua the intra.tate expancSed 

6 interconnectiona, aa I recall. 

7 A Okay. I agr.. vi th that. 

8 ·a It i• your qeneral po•ition, I believe, that 

9 e.xpanded inte-rconnection •hould not be aandated in any 

10 fora that it •hould be left to ea .. ntially your 

11 neqotiated arr&ncJ ... nt 1 i• that correct? 

12 A Y .. , •ir. 

13 Q The FCC ha•, I believe, .. ndated expanded 

14 interconnection for the top lOt 00., I think ve talked 

15 about y .. terd.ay. I• that your under•tanclinq? 

16 A Tbat'• not entirely correct. They've 

17 Jlandated collocation, they •tarted with a percentaqe of 

18 the CO• lea• than lOOt becauH a• a practical utter, 

19 that'• all that could be accoapliabed initially. 

20 Q If the CO..i••ion were to follow your 

21 propo•al then. eaaentially everythlft9 would be left to a 

22 caH-by-ca .. deteralnationJ i• that correct? 

2 3 A 'l'be proponl belllCJ that ve have the option a• 

24 to whether it'• phy•ical or virtual. Ia that the 

25 que•tion? 
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Yu, that'• correct. 

Wltb reapect to the allocation of floor 
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4 •pace, i• 100 8q\lare f .. t any •vio mmber for you? 

5 A Jfo, atber than lf that i• the •tandard a~ 

6 that' • Wllat we OUCJbt to follow. Tbe 100 ~are feet 

7 aa.e out of tba Jfew Yort ~lepbone Ca.pany experience, 

8 •• I recall, and that va• a •i•e that va• develoF~ there. 

9 And I believe that va• tbe fir•t ca .. of a phy•ical 

10 collocation and it .. ..-4 to fit with the general 

11 requir...nt•, and that va• the •tancSarcS that'• been u•ed. 

12 Q If tbe CO..i••ion were to allow interconnection 

13 on e•aantially a contract oa .. -by-ca•e ba•i•, wouldn't it 

14 .ate fair •enae to have variability in tbe 100 •quare foot 

15 requir...nt •• well, aiaoe you uaed only •• IIUcb apace •• 

16 you needecl? 

17 A It could. But, avain, it'• a que•tion of bow 

18 you would adainiater the prooe••· 

19 Q Would tbere be an adaini•trative difficulty in 

20 that proce•• •• oo.pared to your roc interatate tariff•? 

21 A I'• not aure I follow your que•tion. 

22 Q Well, tbe roc tariff• are pretty .ucb aet in 

23 •tone at thi• point, an they not? 

24 A Subject to tbe review they're 90ing through, 

25 ye•, they will be eventually. 
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1 Q And there aay be .a.e ainor 1104ificationa, but 

2 you wouldn't expect any •iCJftificant chanv••, would you? 

3 A Well, •ipificant would be in the eye• of the 

4 beholder. 

COIIIIISSIOND c:t...UX& Are you cballenqinq it 

6 in the - vay that United -- no, GTB ia? 

7 WITNBSS DIDI'I'OMI We're defencUnq the tariff that 

8 we filed a• GTB 1• probably defending their tariff. There 

9 are othera vbo are attacking the tariff• --

10 COIIIIISSIOifD ClARita Let .. a•k it thia vay. 

11 I• that it i• a taking of 

12 property to aandate pbyaical collocation? 

13 WITNESS DENTON: Yea, it i•. 

14 OOIDIISSIOIID CIARJt: Okay. 

15 Q (By llr. Batch) My queation to you i•: if the 

16 ca.ai•aion bad a aore flexibile •y•t .. in teraa of ita 

17 tariffin; requir ... nt• or even on a contract baaia 

18 vbere it would not aandate the aaae apecifio 100 aquare 

19 foot allocation, for exaaple, vould that create an 

20 adainiatrative difficulty tor you in acSaini•tering 

21 thOH proqr-? 

22 

23 

A 

Q 

Ye•, I think it vould. 

Bow .o? Why would it be any 110re difficult 

24 than perbap• your interatate acceaa veraua your 

25 intraatate aoca•• tariffa nov? 
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A Well, it tbe tnteratate ace-• ia -tabl iabed 

-- let'• usa a 100 aquare t .. t cave aa an exaJ1Ple. How 

you c-. up vitb ao~~etblnt different on an intraatate, 

when they're goin9 to want to locate tacilitiea in that 

apace 1U» bandle intrutate traffic and interatate 

6 traffic.. Tbey're goinc) to ~in91• traffic through 

7 tboae faciliti••· 

8 Mow, bere'• a aituation tor you. Your 

9 interatate traffic and your apace, ber•'• 100 •quare 

10 teet, but it you're going to go in there and only work 

11 on your intrutate, 50 .c;uare fMt ia vbat we're goinq 

12 to let you bave. So you can't go into tbia other halt 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

of that cage. ..'r• goinc) to have to put two door• in 

there: one Vben you're doinq intraatate and had to 

leave and coae back in When you're doing interatate. 

It juat ..... that it would create ridiouloua 

adllini•trative probl-. If you're ainc)lincJ traffic, 

vbiob aoat carrier• would probably do, have aoae of 

both in there. 

Q Your exiating central office• have a finite 

IUIO\lftt of uaable apace in tb- nov, do they not? 

A Given the deacription of the word •finite, • 

yeaterday, Y••· 

Q Subject to bu1ldin9 new co. and collapaing 

equir-ent beoauae of technology, aubject to tho•• 
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C.VMW, r19bt? 

A Ript. 

Q If tbe co.ai .. ion vera to create a ayat .. 

tbat would, .. y, if ao.ebody wanted it on an intraatate 

a,a.ia, they could purcbaN leaa than 100 aquar• f .. t, 

tban wouldn't tbat enable you to provide .ore apace to 

.ore people if they don't need 100 aquara fHt? 

A I would think that if thia vaa to be uaecl 

only tor intraatate traffic and if a apace -llar than 

tbat vaa practical and acceptable, you could co .. up 

vitb a ... 11er apace in intraatata traffic. 

Q Wouldn't tbat allow you to -- I'a aorry. 

Wouldn't tbat allow you to offer .ore ••rvic•• to aore 

people? 

A Probably not. I think .o•t people who are 

16 going to be in the .. apaoaa, vbo are going to be 

17 collocating, bava traffic in both juriadictiona. It'• 

18 aore efficient tor tb .. to coabina their facilitie•, 

19 their apace uaage and carry both juriadictional 

20 traffic, rather than having •oaetbing over bere for 

21 intrutata, ao~~etbing over bare for interatate. 

22 Q lbould tbe Plorida ca..1aa1on'a rate al ... nta 

23 and rate levela airror tba.e of the PCC'a? 

24 A I think, in general, yea, there aay be 

25 exception.. But a• a 9eneral rule, they probably •hould. 
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1 Q I believe it'• your poeition that floor apace 

2 abould not be tariffedl ia that correct? 

3 A Tbat'• correct. 

4 Q If you bave a tariff for floor apace at the 

5 interatate, vby would you not want to tariff for floor 

6 apace at tbe ifttraatate level for oonaiatency? 

7 A .. 11, •• a practical .. tter, in teraa of 

8 being conaiatent, we probably, 9iven the option having 

9 co.aingled interatate/intraatate traffic, would 

10 probably tariff the floor apace if we're ordered to do 

11 tbat at tbe 1nteratate. It waa not our firat choice. 

12 ICR. BATCIIz That'a all we've 90t. 

13 OOMMISSIONBR C~: Ca.aiaaionera? I have a 

14 queation. You reca..end that nonfiberoptic cable 

15 abould not be allowed for interconnection becauae of apace? 

16 1flTif'l88 DDTON: 'ftlat' • correct. 

17 COMMISSIOIBR CLARK: What about aicrovave 

18 interconnection? I ... n, ia it -- let .. put it 

19 differently. Ia it your poaition that vbatever .. ana 

20 interconnection ia acco.pliahed it ahou1c1 not take up 

21 110re apace than tba fiber optic cSoea? 

22 WI'1'11B88 DD'l'OIII That ia correct. 'ftlat'• the 

23 PCC'a poaition, it'• our poaition a well. Microwave 

24 ia a aeparate iaaue. That 9oe• in a different place. 

2!5 It 9oe• kind of on top of the building. 
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1 COIIIIISSIOIID CLUaa Okay. And you have to 

2 brincJ a cable 4own froa tbe aicrovave? 

3 WI'ftiBSS DBIITOII: Yea. 

4 C018118SIOIID CIMitt And you're aayinq that 

5 cable ought to be tiber? 

6 WiftB88 DD'TOII: Well, I don't know. I '• not 

7 aure in that caae. But the aicrovave haa been ordered 

8 by the rcc:, and they've ordered that 1 t be done on an 

9 incliv'iclual caae baaia becauae each one ia unique. And 

10 bov they get the aicrovave aivnal troa the root to 

11 connectin9 vith tho .. , I'a juat not aure, but however 

12 tbay do it would be okay becauae the PCC haa ordered 

13 that. And vby ve didn't think that waa a CJood idea and 

14 were objecting to it, ve would probably CJO along with 

15 it there and here, too, it you order it. 

16 COMIIISSIOifD CLARJCs Why are you objecting to it? 

17 Becau .. aicrovave ia a 

18 paaainq technology that thia Vbole operation vaa 

19 intended to try and enhance develop~~ent of tiber optic 

20 tecbnolOCJY, di9ital technolOCJY, aodem techno1oqy. It 

21 juat didn't tit that aodel. We tbouCJht --

22 COIGIISSIOifD ClARKs You .. an expanded 

23 interconnection i• deaiqned to pro.ote deployaent ot 

24 new technology? 

25 WITIIUS DDTOII: Yea, exactly. 
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1 COMMIISIOMIR CLARK: And •icrovava i• not a 

2 new tachnolOCJY? 

3 WiftB88 DDTOif: bactly. 

4 COIIIIISSIOND CLUJt: But other partie• think 

5 that • i crovava ou9ht to be allowed? 

6 WI'l'NBSS DINTOif: Ya•, and we wil l accept that . 

7 COIIIIISSIONBR CIAIUt: Okay. Do I understand zone 

8 pricing correctly to be den•ity, I qu•••, a deaveraqinq in 
.. 9 the ..nae that you can char;• 1••• tor ace••• in central 

10 offioea that have .ora traffic because it , in tact, ooata 

11 you leaa par unit of traffic? 

12 WITNISS DBNTOifz Tbat'• exactly right. 

13 COIIIIISSIONER CLARKI And it'• your view that 

14 if you allow expanded interconnection, it ought to 

15 include that deaveraginq? 

16 WITNUS DDTOif: lly view 1• that if expanded 

17 interconnection i• allowed, than ve •hould have the 

18 option of filing a zone pricing tariff, tor exaaple, 

19 and bava that aooepted by the CO..i••ion as a 

20 c011patitive pricincJ re•pon•• ju•t •• the FCC ha• done. 

21 Tba 4i•t1nction I qu .. • I aiqht aaka betvaan 

22 the two i• the rcc in their order dealing vith expanded 

23 interconnection alao dealt vitb the •one pricing in 

24 that particular order and c ... up vith the concept, 

25 laid it out. 
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1 Wbat I would auqveat tbia co .. iaaion do ia that 

2 if you're 90ing to order expanded interconnection, do 

3 thatl and tben we will, in tum, auba quent to that, file 

4 tariff• that we think are reaponaive, such aa it• own 

5 pricir.g tariff. And at that ti .. you can review that tariff. 

6 COIDIISSIOIID CLUtlt: What if we don't allow 

7 you to do that? That put• you at a coapetitive 

8 diaadvanta9e. 

9 1fiTII'US DDTOifs well, that'• correct. And 

10 Vbat dOea that do to the conau.er? If you don't allow 

11 ua to do tbat, there are a nuaber of thinga that could 

12 be a reault of that event. 

13 One ia that by not letting ua be ~· 

14 co.petitive with price• aa ve can be, you are, in 

15 effect, allowing into the aarJtet or incurring into th• 

16 aarket, ca.petitora vho don't have to face a real touqh 

17 coapetitive price teat. You aay introduce a011e 

18 ins ufficient oo.petitora beoauae they have a lot ot 

19 J1U"9in they can play with. I don't think that'• a qood 

20 thing for the conau..ra in the a tate. 

21 Secondly, the pricing philoaophy of CAPa ia 

22 the price below the LICa, ' ' or 15•. So if our price• 

23 are kept at a hiqber level and their philoaophy ia the 

24 price below that, you have denied the conau.era their 

25 aervicea, the cbance to have even lover pricea. If we 
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1 can lower our pricea, tbey'r• qoirMif to follow ua down. 

2 So you deny the con.uaera that benefit. 

3 I CJUU• the other t.binq 1• that, in no caae 

4 in which t.bi• coaaiaaion that I'• aware of haa 

5 authoriaed n•v entrant• into the aarket it they had not 

6 alao authorized the exiatinq entrance, exiatin; player• 

7 ca.petition. And I think the caae of Microtel back in 

8 '14, '15. I'• not aure how aany people in thia roo. 

9 were here back then, but ript after the diveatiture, 

10 Microtel, Which vaa a lonq diatance aervice in Florida, 

11 caJM to the Co.aiaaion and aaked f ,or certification to 

12 be a oa.petitive lonq diat ance coapany to oo•pete vith , 

13 I queaa, AT'T and the LEC• tor interi!AEA traffic. And 

14 they von approval froa the cc.aiaaion to becOJM the 

15 co.petitor vith ~.e eatabliahed entranta. And right 

16 after that there vere ao.. other carrier• that caae 

17 along and aaid, •t~e, too. You let thia coapany in. We 

18 want to be coapetitora, too. • There vaa a hearing held 

19 here and Microtel aaid, •wait a ainute, you've juat 

20 allowed ua into the aarket and nov you're going to 

21 allow other peopl• in the aarket to coapete with ua. 

22 You can't do that. We're ju5t a atruqqlinq infant 

2 3 induatry. We need a011e protection. we need ti.. to 

24 get our foot in the door. We've got to get capital. 

25 We have to get cuato.era. .. have to get • revenue 
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1 baH. I ..an, it you want to us to •urvive, you've got 

2 to CJive us .a.e protection.• And the Co.ai•aion •aid, 

3 ••o, our intereat i• in oo.petition, vbich we think 

4 will bring benefit• to the oonaUMra. our intereat ia 

5 not in aaking aure tbia one oo.pany •urvivea.• And •o 

6 you autborisecl other ca.petitora. llicrotel, by the 

7 way, aurvi vecl. They ude it. 

8 lfbe other point in that whole epi•ocS• 1• that 

9 at the ti .. that thia ooapany, Miorotal, CJOt into the 

10 aarJcat and otbara alao 90t oartifiecl, AT•T and the 

11 excban;e COJip&ftiu of tbia atate v=r• allowed to have 

12 pricin; flexibility to offer new .. rvice plana Vbere there 

13 ia no t:.breabold teat, no tri99er point, no -- Vbere you've 

14 CJot to la.a a certain .. rket abare before they will allow 

15 you to OOIIP8t•. RiCJbt froa the •tart, the exi•ti~ 

16 player. vera allowed to ca.peta with the nev player•. so 

17 with atrong leaaona in hi•tory that I think would apply in 

18 thia ca ... 

19 CCIIDIISSIOifD CIAUI What did the Coaai••ion 

20 do in tboae ca ... ? Did they ••t a floor for your rat•• 

21 tor lonq diatance .. rvica? 

22 WITIIUS ...-rolfl The floor baa alway• bean 

23 inor_,.tal coat. !'bat baa been the floor in the pa•t, 

2 4 it' • the floor today. It' • our floor a a aanaqera. 

25 cc.assiomat CLAJtKI on PaCJ• 15 you aake a 
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1 ca..ent, you aay, atartin; on Line 4, you aay, 

2 •Therefore, even if avoidint oroaa-aubaidy or expanded 

3 interconnection ware an appropriate concern, Southern 

4 Bell'• noraal pricin9 procedure• ia aufficient to avoid 

5 any croaa-aubeidy.• My queation ia: ian't avoiding 

6 croaa-aubaidy in thia caae an appropriate concern for ua? 

7 WI'l'lfUS DD'l'Oifs Appropriate? 

8 COIDIISSIOND CLARKI Yaah. 

9 WITIQSS DIDITON: I think it'• alvaya an 

10 eppropriate ooncern. And the teat that'• been, I 

11 CJUeaa, utabliabed ia an incr ... ntal coat teat, and 

12 that'• the one that ve fol l owed. 

13 OOIIIIISIIOND ~: Well, the atat ... nt ae-

14 to indicate it llbouldn't be a concern in thia caae. 

15 WITIIUI DBIITOII: Well, the atat ... nt ia in 

16 the context of the queation, which ia about a net 

17 revenue teat, vbich ia, I think, not an iaaue any.ore 

18 in thia docket. And, yea, you ahould alvaya be 

19 concerned about cro8a-aubaidy. Yea, you hava an 

20 inc~tal coat teat. Yea, ve uae that teat. 

21 CClllaSSIOifD CLAUa We ahou1d be concerned 

22 about oroaa-~idisation of no~titive .. rvicea 

23 croaa-aubclising co.petitive Hrvicea. 

24 Yea, you ahould. 

25 OCIIaUIOIID CLAitKI Should ve likeviH be 
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1 concerned about one ~titive Hrvica cro.a-aubtlidizinq 

2 anotbar? 

3 WITIIDS DD'l'Oifz Tbia brinqa up ecboa of an 

4 earlier bearinc;r. I'• tryinq to think of vhat the 

5 r-ponaa back than -. ( LaUCJbter) 

6 conaiatency, uh? I think the anavar then va• 

7 no, and I think the anaver nov would be no. But, tir•t ot 

8 all, it voulctn't .. a Hnae, I peaa, tor a ooapany to 

9 aubaidiae one ~titive product with another. And I 

10 think your prlury concern OWJbt t.o be Vbat the queation 

11 

12 

13 

14 

15 

16 

oo••assiOIID CIAU: Thank you, 11r. Denton. 

WiftUS DD'1'0if: You're vel cOlla. 

oot•assiOIIZR cLUJC: Redirect? 

Jilt. CAitYD I Mo. No redirect. 

COIIKISSIOIID CLUtJt z Thank you. You're 

17 exouaed, I peaa, until your next turn. 

18 (Witneaa Danton exeuaed.) 

19 

20 ICR. HATCH: Staff would w.ove Bxbibita 18 

21 tllrou9h 2 3. 

22 OOI.aJSIOifD CLUICI Without objection, 

2 3 they're w.ovecl in tbe record. 

24 (Bxblbit •oa. 11 tbroU9h 23 received into evidence.) 

25 COMMISSIONER CLARKa Mr. Willia? 
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1 IIR. WILLIIa We have conferred ott of the 

2 record and bave no objection to that, tba 9oinq abeacl. 

3 CCIGIIUIOIID CI.AJtK1 Sbou14 we take bia up now 

4 or clecicle to taka bta up at a tiae certain, •ay, 11:30? 

5 IIR. BOI'I'IIAII: Be'• ready to 90 nov. 

6 COIIIIIIIIOIID CLUJCa All rigbt. Let'• take 

7 bta up nov. 

8 IIR. BOPI"'IAN: Thank you. 

9 OOIIIII.8SIOND LlURBDO: Your client •hould 

10 knov the kind of clout you bave arouncl thi• co .. i••ion. 

11 WI'l'IIUI KOOJtOUPASa I thank the Coaai••ion 

12 for their indul9enoe. 

13 PAUL JtOOROUPAS 

14 va• called •• a rebuttal vitne•• on behalf of Teleport 

15 co.aunicationa Group, Inc., ancl, having been duly 

16 •worn, te•titied a• tollov•z 

17 DIUCT BXAJIXMATIOII 

18 BY IIR. BOPPIIAM: 

19 Q Mr. Kouroupaa, have you been •worn? 

20 A Ye•, I bave. 

21 Q Are you tba .... Paul aouroupa• Who pretilad 

22 direct tutt.ony in tbi• proceedinq?_ 

23 A Ye•. 

24 Q Have you prepared and cau•ecl to be tiled •ix 

25 pa9u of re!Nttal te•tiaony in tbi• proceecling? 
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1 A Yea, I have. 

2 Q Do you have any chang•• or reviaiona to your 

3 prefiled rebuttal teatt.ony? 

4 

5 

A 

Q 

No, I do not. 

So that if I aated you the .... queationa 

6 contained in your rebuttal teatiaony today, vould your 

7 arunrera be the aa .. ? 

I A Ye•, they would. 

9 IIR. ROFPIIAlfz llad- Chairaan, I would aaJt 

10 tbat llr. Kouroupaa' prefiled rebuttal teatiilony be 

11 inHrted into the reoorct •• though read. 

12 COIDIISSIOND CLUJC: It will be inaerted into 

13 the record •• thouqh read. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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2 A. 

3 

TBLBPORT COMMUNICATIONS GROUP 

RBBUT'I'AL TBSTD«>NY OP PAUL ltOUROUPAS 

DOCitBT NO . 921074-TP 

What ia your name? 

Paul Xouroupaa 

4 3 1 

4 Q. Did you already file direct testimony on behalf of 

5 Teleport Communications Group Inc. (TOG) in this 

6 pr~ceeding? 

7 A. Yea. 

8 

9 Q. 

10 

11 A. 

12 

13 Q. 

Have you read the other parties' direct filed 

testimony? 

Yea. 

Are there any additional iaauea you would like to 

14 address after reading the direct testimony? 

15 A. Yea, I would like to addreaa the iaaue of universal 

16 service and. •contributions• to residential ratepayers 

17 raised by Mr. Poag on behalf of United Telephone 

18 company (page 2, linea 10-25, page 3, lines 1-2) and by 

19 Mr . Denton on behalf of Southern Bell Telephone (page 

20 3, linea 4-14). 

21 

22 Q. Do you believe a policy authorizing expanded 

1 
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interconnection tor intrastate special access services 

in any way jeopardizes residential ratepayers or 

universal service? 

No. Pirst, the Commis•ion should remember that local 

exchange carriers (LBC8) have alway• rai8ed this tear 

when confront-a with any competitive challenge . Yet, 

each time new markets opene~ up (long distance, 

cu•tomer premi•e• equipment (CPB), inside wiring, 

etc.), universal service remained secure. Indeed, 

univeraal ser~ice penetration rate• -- in terms of the 

percentage of people served by the LBCs -- have 

steadily incrt~sed in the face of competition. I would 

expect this tr·end to continue as competition grows for 

local telecana1nications service . 

Second, competition for local telecommunications 

service• can contri bute to the goal of universal 

service. Competition in states in which intrastate 

special access interconnection is pe~itted (New York, 

Illinois, Massachusetts, Michigan) has spurred LBCs to 

improve efficiencie• and reduce costs. To the extent 

that th••• efficienci•• are flowed through to customers 

--as they should be -· rates for local 

telecommunication• services decrea••· Por example, in 

the CPB market, competition has delivered to consumers 

CP! that 1• smaller, more powerful, more feature rich, 

2 
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1 and ~ile, with new products coming to the market more 

2 quickly than ever, all at lower costs. Competition tor 

3 local teleconm•nicatione aeryicea can deliver the same 

4 benefits to consumers . 

5 
.. 

6 Third, competition tor intraatate special acceas 

7 services will actually keep consumers on the LBCa ' 

8 network8. A8 conaumer demand tor local 

9 telecommunications services continues to diversity, it 

10 is incr ... ingly difficult tor one carrier to satisfy 

11 the needa ot the entire market, especially the need tor 

12 vencSor &Dd route c:U versi ty. More and more, large and 

13 sophisticated consumers look to private network 

14 solutions tor their needs. These consumers may then 

15 completely abandon the LBC network. A policy 

16 pe~tting interconnection tor access services 

17 alleviates this problem by permitting acceas 

18 competitors to satisfy the diverse needs of the public . 

19 Because expanded interconnection tor access competitors 

20 encourages them to interconnect to the LBC networks 

21 rather than build entirely separate networks -- the LBC 

22 retatn. the revenue associated with the 

23 interconnector•e use ot the LBC'e network services. 

24 Contrasted with the potential ot a total lose ot the 

25 revenues which would result from construction ot an 

26 entirely separate network, authorization ot expanded 

3 



4 3 4 

1 interconnection gives the LBCs an ability to derive 

2 revenues ·from the interconnector . 

3 

4 Finally, until the LBCs can identify and quantity 

5 exactly which consumers are in danger of losing service 

6 as a result of competition, it is impossible to tully 

7 evaluate their claima. 

8 

9 Q. 

10 

11 

Mr. Poag and Mr. Denton claim that there are cross

elasticities between dedicated access and s witched 

access services and that if the price for dedicated 

12 services drops because of competition, then customers 

13 will migrate from switched services to dedicated 

14 services to take advantage of the cost •savings•. This 

15 will then cause the LBCs' switched revenues to 

16 decrease, argue Mr. Poag and Mr. Denton, which will 

17 endenger residential rates. (Poag testimony, pages 8-9, 

18 page 10, lines 13-21, pages 12-14; Denton testimony, 

19 page 14, lines 1-12). Do you agree with this theory? 

20 A. 

21 

No. only a ltmited number of end users need dedicated 

telecommunication services . They need the r edundancy 

22 of dedicated circuits and most importantly, they need 

23 the capacity. However, most end users do not need to 

24 use special access facilities. Based on the logic of 

25 the arguments made by Mr. Poag and Mr Denton, a single 

26 rail commuter would purchase a ticket for every seat on 

4 
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1 the train if he could get a bulk rate discount. 

2 Obviously, the commuter would never do this and neither 

3 will a telecommunications user purchase dedicated 

4 access facilities if it does not need them. 

5 

6 In states, such as New York, in which intrastate 

7 apeci~l ace••• expanded interconnection is already in 

8 place, there is no evidence of any shift of customers 

9 from switched access to special access services, much 

10 leas any evidence that the LBCa' residential ratepayers 

11 have been affected. Any possible increase in the 

12 croaa·elaaticity between these two classes of service 

13 is far outweighed by the benefits of competition for 

14 coa.umera in these etatee. 

15 

16 Bven if the LBCa discovered that customers were 

17 actually migrating from switched access to special 

18 access, it is unlikely that expanded interconnection 

19 for special access services - - which as a procedural 

20 matter is limited in geographic scope and customers 

21 served would be the cause tor the shift. Bven 

22 without expanded int erconnection, LBCs offer large term 

23 and volume discounts for high capacity services and 

24 have been aggressively seeking the ability to offer 

25 evan larger discounts. If LBCs were truly fearful 

26 about such migration, they would be seeking to increaae 

5 



1 

2 
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4 A. 

43 6 

these special access rates , rather than implement sharp 

discounts . 

Does this conclude your rebuttal testimony? 

Yes 

6 
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(By llr. Jloff'Mn) Do you bave a brief auaaary 

2 of your nbuttal teatiaony? 

3 

4 

!5 

A 

Q 

A 

YM. 

Would you plea.. provide that. 

!be rebuttal teatiaony vaa filed in reapon•• 

6 to chaE1JU tbat expanded interconnection will have an 

7 a4verae t.pact on ratea for local reai4ential aervice. 

8 It'• TOG'• poaition that no auob effect haa been 

9 4e~~Gnatrated in other atat•• where expanded 

10 interconnection baa been in effect and hiatory ahowa 

11 that co.petition doea not po .. any threat to univeraal 

12 .. rvice but, rather, enhance8 oonaUJ~er'a ability to 

13 afford .. rvice and therefore increa .. a univeraal 

14 .. rvice. 

15 In addition to which TOG reaponded to charge• 

16 that price 4ecrea .. a in the apecial acce•• arena vill 

17 cauae ouata.era to aivrate froa avitohed ace••• 

18 aervicaa to apecial acceaa aervicea. TOG fincSa no 

19 baaia in tbeae charqea and aaka if it ia auch a concern 

20 Vby auch a degree of pricinq flexibility ia deairoua ao 

21 that pricea can continue to decreaae, tbua, fruatratinq 

22 the probl ... 

23 8o that'• it in a nutahell. 

24 lilt. HOPPIIAlfa Thank you, llr. JCouroupatt. He'• 

25 available tor oroaa. 

FLORIDA PUBLIC 8DVXCZ COIIIIISSION 
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1 OOimiSSIOifD CUR.Ka Mr. •rvin? 

2 D. ~~ Ill'. KouroUpaa, it I were to aak 

3 you a probing oonciM, evan, perba~ brilliant 

4 queationa on Crolla uaaination, voulct I be able to get 

5 you to cbancJ• your opinion about anytbinq? (Laughter) 

6 OOIIIIISSIOND IAUUOOa or even an.ver your 

7 quution? 

8 Q (By Mr. Brvin) or even anawar ay queation? 

9 WiftUI JtOUaOOPAS t •o, I 9U••• you woulctn' t. 

10 IIR. Bltlfill: Then I have no queationa. 

11 (Laughter) (Applauae) 

12 

13 

14 

15 

16 

17 

18 

19 

20 

OOIIIIISSIOMD CLARitl Kr. carver? 

IIR. cutVD: Mo, queationa. 

COIIICISSIOifD CLARJC: lla. ca.vall? 

MS. CASWBLLa No. 

IIR. TYBa No. 

IIR. WILLIS: No. 

11R. 1fAIILBM: No. 

K8. WILSON l llo. 

IIR. DUJIBARJ No. 

21 COIDIISSIOlfD CUR.KI Staff? 

22 IIR. JIA-rc:Ba lfo, queation•. 

23 CCIIaSIIOlfD Cl.AaJC1 Thank you, Mr. 

24 Jtouroupaa, I hope you ..U your fli9ht. 

2 5 WI!'IIUS JmO'ItOOPMa Well done. Well done. 

PLOitiM PUBLIC SBRV%C. CC»>OISSIOll 



1 D. aornurz He aay be excuaed? 

2 OCIIaHIOifD CLARK: He -y be exeu8ed. 

3 !'bank you. 

4 (Witfteaa Kouroupaa excuaecl.) 

6 OOIIIIIUIOifD CLAJt.lt: llr. Rock? 

1 Kl. IRYAift'a Sprint calla rrect Rook. 

I PltBD I. ROCK 

9 vaa called •• a vitneaa on behalf of Sprint Ca..unicationa 

10 Ca.pany Liaited Partnerabip and, bavinq been duly avorn, 

11 teatifled aa follovaa 

12 DIUCI DAIIIIA'l'IOII 

13 BY D. ..YAift'a 

14 Q llr. Jtoolt, you have been previoualy avorn, 

15 r19)lt? 

16 A r .. , I bava. 

17 Q WOUld you plea .. atate your n ... and buain••• 

18 addreaa for tbe record? 

19 A lly na.e ia Fred I. Jtock. My acldr••• ia 7171 

20 weat t5tb str-t, overland Park, Jtanaaa, 66212. 

21 Q And llr. Jtock, by whoa are you aaployed and in 

22 what capacity? 

23 A I '• a~~ployed by Sprint cc-unicat1ona eoapany 

24 Ltaited Partnerabip, I'• aana9er of r.gulatory acceaa 

2 5 planning. 

rLOaiDA PUBLIC SDVICB COIIICI88ION 
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1 Q And are you the .... Fred Rock that cauaed to be 

2 prefilect 16 pav• of direct teatiaony? 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

& Y-, I &II. 

Q Do you have any correctiona or reviaiona to 

that tutiaony? 

A lfo, I do not. 

Q So if I uked you the .... queationa today 

that are in your pre filed direct teati110ny 1 your 

anavera would be the a ... ? 

A Y- 1 they would. 

a. BRYAift'r llad- Cbainun 1 I IIOVe that Mr. 

Jtock'a tutillony be copied into the record aa if read. 

CXIIIa88IOIID CLUUtr It vill be inaertecS into 

14 the record u tbOUCJh ~d. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

rLOlliDA PUBLIC SDVICB COIOIISSION 
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2 A. 
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7 Q. 

8 A. 

9 

10 

11 

12 

13 

14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 

SPRINT COMMUNICATIONS COMPANY LIMITED PARTNERSHIP 

TESTIMONY OF FRED I • ROCK 

BEFORE THB PLORIDA PUBL.IC SERVICE COMMISSION 

DOCKET NO. 921074-TP 

JUNE 23, 1993 

4 4 1 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND OCCUPATION. 

My na.e ia Pred I. Rock and ay buaineaa addreas is 7171 

w. 95th Street, overland Park, KS 66212. I am employed 

by sprint co .. unications Limited Partnership ("Sprint") 

aa Manager - Regulatory Acceaa Planning. 

WILL YOU BRIEFLY STATE YOUR EDUCATIONAL BACKGROUND? 

I received a Masters in Business Administration from 

Rockhurst College, Kansas City, Missouri in 1993 and a 

Bachelor of Science Degree in Accounting from J<a.nsas 

State University in 1983. I am a certified Public 

Accountant in the State of Kansas. 

PLEASE STATE YOUR PREVIOUS WORK EXPERIENCE IN 

TELECOMMUNICATIONS. 

I began working tor the Sprint Long Distance Division in 

July, 1992 where I have the responsibility of monitoring 

state and federal regulatory activity relating to access 

services in the BellSouth region. Prior to my current 

position, I was employed by United Telephone - Midwest 

tor tour years. At United, my responsibilities included 
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11 

12 
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14 

15 

16 

17 
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24 

25 

26 

27 
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revenue budgeta, financial analyaia, and service costing 

and pricing. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose ot my testimony ia t o address iaaues relating 

to expanded interconnection in Florida. The Florida 

Public Service Commission ("Commission") has the 

opportunity t o take important steps towards the 

development of a more competitive local access market and 

more rational pricing C'! Local Exchange Company ("LEC") 

special acceaa services by adopting a policy requiring 

expanded interconnection tor special access. At the same 

time , thia Commiaaion can establish the framework for 

switched ace••• interconnection in Florida . 

IS EXPANDED INTERCONNECTION FOR SPECIAL ACCESS AND/OR 

PRIVATE LINE IN THE PUBLIC INTEREST? 

Yea, expand,ed interconnection policy is designed to 

encourage competitive entry in the provision of access 

service, which today ia almost exclusively provided by 

local exchange companies. With competitive entr y come 

the benefits ot product i nnovation, higher quality 

service, network diversity and lower prices. These 

long-term advantages would be realized by both the 

end-user and the telecommunications industry in Florida 

and all other states and is therefore in the public 

interest. 
2 
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Without an intrastate expanded interconnection offering 

in Florida that corresponds to interconnection ordered by 

the Federal Comaunications Coaaission ("FCC") in DocKet 

91-141, this co .. ission would be iqnoring an important 

intrastate revenue streaa for the LECs and would only be 

delayinq the inevitable transforaation of the access 

marketplace from aonopoly to competition . 

HOW DOES THE FCC'S ORDER ON EXPANDED INTERCONNECTION 

IMPACT THE COMMISSION 1 S ABILITY TO IMPOSE FORMS AND 

CONDITIONS OF EXPANDED INTERCONNECTION THAT ARE DIFFERENT 

PROM THOSE EMPOSED BY THE FCC'S ORDER? 

Sprint believes the best alternative for the Florida 

Commission is to structure its policy on expanded 

interconnection for special access based on the framework 

established by the FCC. The standards for equipment, 

t echnoloqies, interconnection points, entry points and 

rate structure ultimately set by the FCC should be 

considered the basis for the interconnection policy 

adopted in Florida . However, the Commission is not 

obliqated to adopt the FCC requirements in all aspects. 

UNDER WHAT CIRCUMSTANCES SHOULD THE COMMISSION IMPOSE 

DIFFERENT FORMS AND CONDITIONS OF EXPANDED 

INTERCONNECTION? 

3 
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Any enhancements to the policy set by the FCC should 

ensure further proaotion of the benefits of expanded 

interconnection, i.e., diversity, lower prices, 

innovation, etc. A Florida specific enhancement to the 

FCC Order in Docket 91-141 as released on october 19, 

1992, should require LECs to oriqinate and terminate 

switched traffic at interconnector collocation sites 

established under the special access interconnection 

offerings. This would allow the shared and efficient use 

of co,llocation facilities. This does not constitute 

swi tcbed interconnection. Under such - a dual use of 

special collocation sites, an interconnector would still 

be required to purchase LEC provided local transport for 

switched access service (until switched interconnection 

is permitted) , as is required today. 

This approach makes much more sense than restricting the 

special Jnterconnection site to special circuits and 

interconnectors could derive greater trunking 

e f fic i encies through aggregation. The purpose of 

competitive access entry is to encourage innovation , 

lower costs a nd higher quality service. such entry wi ll 

be l i mited, however, if entrants are automatically 

excluded f rom 70 or 80 percent of access traffic, as they 

would be under a non-dual use standard . 

recommendation overcome s t his problem. 

4 
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It dual uae ia not permitted under special access 

interconnection, Coapetitive Access Providers ("CAPs") 

and aore likely CAP custoaers, will be f orced to 

inefficiently reconfigure networks to serve their special 

acceaa needs separately from their switched access needs. 

This would represent a poor use ot resources, especially 

given that LECs today operate a shared switched and 

special access network , priaarily because it is more 

efficient t o do so. Also, attempting to nurture 

coapetition while aiaultaneoualy prohibiting development 

of an efficient shared use network is perverse from a 

public policy standpoint because the point of promoting 

interconnection is to encourage competitive entry .. 

Precluding entry to a large segment of the market is 

counter-productive. 

Finally, from a LEC revenue management standpoint, 

permitting dual use ot special collocation sites has no 

impact on LEC revenue flows in Florida since LEC local 

transport revenue is recovered via a fixed non distance 

sensitive per minute of use ("HOU") charge. 

SHOULD THE COMMISSION REQUIRE PHYSICAL AND/OR VIRTUAL 

COLLOCATION? 

The Florida Public Service Commission should mirror the 

interstate requirements regard i ng collocation 

5 
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arrangements. In FCC Docket 91-141, the FCC Ordered LECs 

to provide physical collocation arrangements, with 

exemptions for lack of central office space, negotiated 

virtual arrangements or in cases where a state has 

established a virtual collocation requirement. 

Technologically, Sprint believes that the same 

interconnection opportunities can be made available on a 

virtual basis as on a physical basis. Sprint believes 

there is minimal coat difference between provisioning for 

physical and virtual arrangements. As lonq as LECs offer 

"virtual" interconnectors the same level of service as if 

they were located in the central offjce, and provide a 

virtual arrangement at. the same price for commor; rate 

elements, Sprint does not believe the requirement of 

physical interconnection is necessary. However, the FCC 

has established a policy for physical collocation and 

this requirement would have to apply to any arrangemen~ 

providing both interstate and intrastate interconnection 

that is not covered by an exemption . 

WHAT LECs , IF ANY, SHOULD BE REQUIRED TO PROVIDE EXPANDED 

INTERCONNECTION? 

The Florida PSC should adopt the same requirements as the 

FCC established. The FCC, in its Order in Docket 91-141, 

has required all Tier 1 LECs to tile expanded 

interconnection taritta for the provisioning ot special 

6 
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ace•••· 

WHERE SHOU.LD EXPANDED INTERCONNECTION BE OFFERED? 

Sprint supports the application ot competition-baaed 

requir-enta in locations moat likely to experience 

coapetitive entry. Specifically, expanded 

interconnection should be required where interconnectors 

have indicated a desire to collocate (aa determined in 

FCC Docket 91-141). Tier 1 LECs control the major 

metropolitan areas in Plorida which are most likely to 

warrant and benefit from competition. While the 

coaaiaaion should nurture t he competitive process, the 

decision ot where an interconnector wants to collocate 

must be lett up to the interconnector. Therefore, LEes 

should be required to set rates tor any subsequent bona 

tide request in a reasonable period ot time. Limiting 

interconnection to specific central offices would enable 

the LEC to determine where competitive entry is feasible. 

WHO SHOULD BE ALLOWED TO INTERCONNECT? 

Expanded interconnection should be available to any party 

meeting the applicable standards that desires locating 

its transmission and multiplexing facilities at a LEC 

central office. In addition, LEes and o,ther 

interconnectora should have the right to interconnect 

with an interconnector. 

7 
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SHOULD THE SAME TERMS AND CONDITIONS OF EXPANDED 

INTERCONNECTION APPLY TO AT'T AS APPLY TO OTHER 

INTBRCONNECTORS? 

Yea, Sprint agrees with the FCC that any party currently 

located at a LEC centr.al office auat interconnect "in 

the .... aanner aa other interconnectorc", •using tiber 

optic facilities" and •under the aaae general terms and 

conditions•. 

SHOULD THE COMMISSION REQUIRE STANDARDS FOR PHYSICAL 

AND/OR VIRTUAL COLLOCATION? IF SO, WHAT SHOULD THEY BE? 

Yea. Aa I have stated above, the Florida PSC should 

mirror the FCC policy of physical collocation with its 

exeaptiona. Virtual collocation should be required when 

physical apace becomes exhausted. In addition, LECs 

should be required to establish interconnection points as 

close to the central office as possible, provide multiple 

points of entry into the central office, and allow 

shar•d use of an interconnection point tor both special 

access termination and switched transport termination as 

explained in response to Issue No. 3. 

SHOULD COLLOCATORS BE REQUIRED TO ALLOW LECs AND OTHER 

PARTIES TO INTERCONNECT WITH THEIR NETWORXB? 

Yes, as I have stated, interconnectors should be required 

to of f e r interconnection at its point ot collocation. 

8 
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WHAT STANDARDS SHOULD BE ESTABLISHED FOR THE LECs TO 

ALLOCATI SPAC! FOR COLLOCATORB? 

Space ahould be allocated on a firat-come first-served 

baaia. If central ofrice apace ia exhausted, the LEC 

should be required to otter a virtual arrangement 

equitable to phyaieal. 

SHOULD THE COMMISSION ALLOW EXPANDED INTERCONNECTION FOR 

NON-FIBER OPTIC TECHNOLOGY? 

Expanded interconnection for ncn-tiber technoloqi~s 

should be limited to microwave transmission. 

IF THE COMMISSION PERMI.TS EXPANDED INTERCONNECTION, WHAT 

PRICING FLEXIBILITY SHOULD THE LECs BE GRANTED FOR 

SPECIAL ACCESS AND PRIVATE LINE SERVICES? 

With the following modifications, the Florida PSC should 

adopt density zone pricing . There is no doubt that LECs 

should have a certain degree of pricing flexibility in 

relation to expanded interconnection for special and 

switched access. The FCC has adopted density zone 

pricing tor apecia1 ace••• where competition exists as 

evidenced by an operational special access 

interconnection. Upon availability of switched 

interconnection, a similar density zone prici ng system 

can be adopted tor switched services as well. This 

pricing .. thodology would allow LECs to be competitive in 

9 
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the pricing of their apacial access services, while 

limiting uneconoaic interconnection. 

DOES SPRINT SUPPORT THE FCC'S ADOPTION OF DENSITY ZONE 

PRICING? 

While Sprint generally supports the FCC' a adoption of 

density zone pricing, Sprint believes the FCC has been 

overly restrictive in allowing LECa to initiate a zone 

pricing aystem in a study area only after expanded 

interconnection offerings are operational in that study 

area. Density-baaed pricing should facilitate fair 

coapatition between the LECa and interconnectors after 

competitive entry has occurred. Additionally, it is even 

~ore iaportant that the LECa' access prices reflect their 

underlying coats so that interconnectors can determine 

whether or not entry would be economic to begin with and 

allow interexchange carriers ("IXCs") to fully assess the 

pricing that will be available from LECs as IXCs review 

their existing access arrangements thereby utilizing the 

benefits of access co•petition. Furthermore, allowing 

the local exchange industry to price by density zones, 

whether or not competitive entry and expanded local 

interconnection has occurred in any study area, will send 

the correct economic signals more promptly and should 

facilitate sound entry decisions from the competitive 

access industry. 

10 
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1 A second modification to the FCC's density ~one pricing 

2 plan that Sprint sugge•t• the co .. ission adopt is that 

3 LEC• be permitted to propose different initial rates in 

4 each den•ity zone. It i• beyond dispute that the true 

5 econoaic cost of providing service in the interoffice 

6 portion of the local exchange carriers' networks varies 

7 much aore substantially than adoption of the FCC • s 

8 den•ity plan which would require equal initial rates in 

9 each zone and that these prices can vary thereafter only 

10 by +5/-lOt annually. (The pricing rules are further 

11 constrained by other FCC price cap pricing rules.) If 

12 LECs' density-based rates are unduly constrained, their 

13 prices will convey improper economic signals to potential 

14 competitive entrants and will hinder the IXCs' ability to 

15 engage in sound, long-run access planning. 

16 

17 In the absence ot the ability to price their services on 

18 the basis of underlying costs, particularly in areas 

19 where competition is most likely to occur, the LECs ·will 

20 have an incentive to engage in other forms of pricing, 

21 such as uneconomic volume discounts or deep discounts for 

22 long-term commitments, that are, in effect, "second-best" 

23 substitutes for denaity-deaveraqed prices. Since 

24 transmission costs in the LECs' interoffice networks. are 

25 driven by the total volume of traffic carried on those 

26 networks, rather than the volume carried for any 

11 
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particular custoaer, volume discounts and term discounts 

can produce perverse effects on both local competition 

and interexchan(Je co•petition, and will tend to favor the 

largest IXC at the expense of aaall and medium-sized IXCs 

and other special access cuatoaers . 

IF THE co•IMISSION PERMITS COLLOCATION, WHAT RATES, TERMS 

AND CONDITIONS SHOULD BE TARIFFED BY THE LEC? 

The Florida CoJDJDiaaion should establish a pol icy that 

expanded interconnection offerings and central of'fice 

space uaaqe will be t .ariffed. The main reason for 

establishinq this requirement is the potential for 

anticompetitive pricinq and discriainati on on the part of 

the LBCa. Given the level of control in the hands of the 

LECs, it !s appropriate that interconnection and central 

office apace offerings must be tariffed. Sprint believes 

the framework of terms, conditions, and rates approved by 

the FCC should be adopted by this Commission. However, 

the Florida Commission should review rate elements and 

levels for reasonableness. If the Commission believes a 

rate eleaent is unwarranted or that a r a te is excessive, 

it should use ita authority to change the rate 

application for the intrastate portion of the service. 

It is in the beat interest of competitive entry, and 

therefore the end-user, that terms, conditions and rates 

are reasonable and are similar to those incurred by the 

12 
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LEC and included in the pricing of i ts access services. 

SHOULD ALL SPECIAL ACCESS AND PRIVATE LINE PROVIDERS BE 

REQUIRID TO PILE TARIFFS? 

Yea, but only because non-doainant carriers are currently 

required to fila tariffs in Florida. Given that n"'n

dominant carriers aay be interconnectors and required to 

file tariffs, all interconnectors must be required to 

file tariffs to prevent diacriaination. Generally, 

Sprint believes a non-dominant carrier has a limited 

ability to effect the market with its pricing and 

certainly has limited ability t o price diacriminately. 

Therefore, rules requiring price lists ·would normally be 

suffici.ent. 

The LEC offering of special access expanded 

interconnection does not translate into special access 

competition. Special access competition exists only 

where there is more than one provider of special access 

service in a particular central office. competition is 

then confined only to that location, not to all LEC 

provided special access. Therefore, LECs should continue 

offering •pecial ace••• a• a tariffed service, presumably 

under a system of density zone pricing as previously 

defined. 

13 



1 Q. 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

26 

45 4 

WHAT SEPARATIONS IMPACT WILL EXPANDED INTERCONNECTION 

HAVE ON THE LECs? 

Sprint believes the overall effect of expanded 

interconnection and coapetition in general will be a more 

efficient l ocal exchange carrier, lower prices, higher 

quality and benefit• to the end-user. While traditional 

cost •eparations tend to force costs to follow revenues, 

competition, with •afequards against cross-subsidization, 

will require LECs to cut unnecessary expenditu.res, 

increa•e productivity and make decisions that face other 

firms in competitive industries rather than me:rely 

shifting costs from one jurisdiction to another and from 

one service to another. The LECs must be encouraged to 

react ~o the current environment with actions that will 

allow them to be quality, low cost providers of 

telecomaunicationa aervicea. Therefore, any effqct on 

LEC costs should be to reduce the overall cost level and 

thereby benefiting conawaers, other LEC customers and LEC 

shareholders . 

To the extent the LEC is unable to cover "lost 

contribution" from reduced special access demand through 

productivity gains, the Commission must look at the 

current overall rate levels. Indeed, LECs in Florida 

have among the highest intrastate switched access rates 

in the United States. Given the fact that switched 

14 
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access currently contributes qreatly to subsidized basic 

local ratea, Sprint believes any LEC revenue shortfall 

should be recovered in local rates. 

HOW WOULD RATEPAYERS BE FINANCIALLY AFFECTED BY EXPANDED 

INTERCONNECTION? 

As I explained above, expanded interconnection and 

competition in qeneral will stimulate the efficient 

provision of all telecoJIJDunications services. Ratepayers 

may need to bear aore ot the costs attributable to 

providinq local service but only to a point short of 

impactinq universal service. Sprint supports tarqeted 

assistance to ratepayers in need and is will ing to 

contribute a fair share to provide such assistance . 

Across the board subsidization ot local rates is 

unwarranted . 

SHOULD THE COMMISSION GRANT ICI's PETITION? 

Yes. The Florida co .. ission should allow ICI to 

interconnect under the terms and condit ions for expanded 

interconnection as developed in this proceeding. 

SHOULD EXPANDED INTERCONNECTION BE SUBJECT TO A "NET 

REVENUE TEST" REQUIREMENT IN ORDER TO AVOID POSSIBLE 

CROSS-SUBSIDY CONCERNS? 

15 
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1 A. No . It is hard to iaagine that LECs will price expanded 

2 interconnection below coat since the result is to allow 

3 competition tor its access services. (This assumption 

4 has been validated by the LEes with excessive rates tiled 

5 in their interstate collocation tariffs.) 

6 

7 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

8 A. Yes, it does. 

16 
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(By lla. Bryant) Mr. Roc::lt, have you prepared 

Y .. , I have. 

WOUld you plea•• 9ive it at thia ti .. ? 

5 A OYer tbe paaa Hveral year• the 

6 tele~icationa induatry haa ... n the aany benefit• 

7 of ca.petition in the interLATA toll aarketa. Through 

8 the adoption of an overall expanded interconnection 

9 policy, the Plorida Public Service ca.ai••ion will 

10 tiniab pavin9 tbe way tor a new fora ot co~tition and 

11 it. benefit.. 

12 In tbi• pbaH ot Docket ·921074, it i• 

13 t.portant that tbe appropriate atructure i• put into 

14 place. Servioea ancl, 110re i11p0rtantly, end uaer• 

15 benefiting traa expanded interconnection tor apecial 

16 acce•• will be liaited, 9iven the relatively ... 11 piece 

17 ot tbe total acce•• aarket aacSe up by intraatate apecial 

18 acce••. The real benet ita to all end u .. ra will co.. in 

19 Pbaae II, vben tba COWPiaaion adelE .. •- expanded 

20 interconnection tor nitched acceaa bulk transport. 

21 Given tba tact that interstate and intraatate 

22 aervicea will be offered troa the .... collocation 

23 arranq...nt, tbia co.aiaaion ahould cSevel~nt a 

24 policy baaed upon the tindinqa ot t:he FCC in Docket 

25 91141. 
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1 One ~t that Sprint •ugge•t• to the 

2 tecSeral policy 1nolu4- allowing local exchange 

3 oarriera to deYeloped coet-band rat•• vi thin 

4 geoqrapbic aonea inatead of the narrow pricing range 

5 adopted by the FCC. 

6 Aa the indu•try ha• ... n, preventing LEC• to 

7 iapl...nt co.t-ba•ed pricing nurture• unfair 

8 coapetition. However, ott-tariff pricing or contract 

9 ••rvioe arran; ... nt• are lillited and cu•toaer-•pecific 

10 and are potentially di•criainatory. 

11 In the wake of the FCC al•o ordering expanded 

12 interconnection tor •witched ace•••, another addition 

13 to the Florida policy •hould be the dual and efficient 

14 u.e of collocation •it•• tor teraination of intra•tate 

15 .witched ace••• local tran•port. Thi• would have no 

16 financial iapact on the local exchanqe carrier•. 

17 Excluding thi• reaaininq piece of the ace••• aarket 

18 froa being terainated at collocation •it•• force• 

19 inefficient u•• of interconnection facilitie•. 

20 Thi• conclude• ay •u.aary. 

21 MS. BRYAift': '!'hank you. The witn••• i• 

22 available tor oro•• exaaination. 

2 3 IIR. DWIW 1 Mo que•tion•. 

24 MS. CASWBLLI Mo que•tion•. 

25 IIR. WILLIS: •o que•tion.. 
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.... WAIIUDII No quutiona • 

Ill. WILIOara lfo qua tiona. 

.... DUlfBAJtt No quutiona • ... BOJI'PIIAII I llo queationa. ... WIGGIIIS: Nc quutiona. 

coa•assiOifD CLAUa Maybe I'll juat, froa 

7 nov on, anyone vbo haa queationa can raiM their band. 

8 Staff? 

9 

10 

D. IIUaPIIYt We bave juat a fev queationa. 

CXII.aSSIOIID CI.UtKt While be'a aakiftCJ, I'a 

11 not aure I underatood vbat you aaid about pricincJ, the 

12 zone pricing. Did the PCC allow that? 

13 WIT'II'ISS JlOCitt 'l'bey allowed zone pricing, but 

14 there'• a cp-eat deal of 

15 

16 ainua five --

17 

18 

19 

WITlfBSS ROCJ.:: Exactly. 

COIDCISSIOIID CLUtK: and ten? Okay. 

WITIIU8 JtOCXt And it'• not related to the 

20 coat of provicUncJ tbe Hrvice vb.at.aever. At the FCC 

21 or at the federal level, prioea, at leaat for tho•• who 

22 have cboaen price cape, are aet baaed upon the plua or 

23 ainua -- let ... back up. 

24 Pricea at the federal level for ace••• 

25 aervicaa are not coat-baaed. At one point, they vere 
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1 baaed on aeparationa 1 but under price cap•, they have 

2 gotten away fro. tbat and# clependirMJ upon the charMJ• in 

3 the GIIPPI and the other facton that 90 into the 

4 calculation of tbe ~·l~t of tbair ratea, they 

5 have gone away fro~~ beiftCJ 0011t•baHd. lo inter•tate 

6 accaa• rata• are no lonqer co.t-baaecl. 

7 But, under the price cap rule•, the rcc aaid, 

8 •we'll 9ive you a ranqe of plua five or ainu• ten,• 

9 Vbich --

10 

11 

12 point. 

13 

14 

cc.assiOIID ~: rro. vbat? 

WI'l'IIUI lOCK: Pro. where tbey are at that 

CXIIMISSIOIID CLU.IC: Okay. 

WI'DIUS IIOCKt So 9ivan that liaitecl 

15 flexibility, you •till don't addr .. • the coat queation. 

16 And wben tbe LBC i• trying to coapata for aarvicaa, 

17 they need the ability to underatand what their coat 

18 baae 1• and price according to their coat• var•u• ao .. 

19 arbitrary laval. 

20 COIIIIIISIOIID CIAUt W you think that 

21 ahould be done, .. I undaratand your teatiaony, ao that 

22 they don't 9ive diaoounta to laZ"9e uaara. Their co•t• , 

23 9iven central office, their price will be baaed on coat 

24 and even the ... ller acoe•• u .. ra can take a4vantage ot 

~5 the fact tbat it, 1n fact, coata lea• in that 
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1 particular central office? 

2 WITMUS ROCJt: axactly. axactly. .. feel 

3 that tbe oo.t of providing acoe•• ia the .... , it'• the 

4 total deaand that develope the coat for ace•••, not ona 

5 carrier vereua another. And that our portion or Sprint'• 

6 portion of tbe u•e of that total coat •bould be 

7 proportional to a larqar uaar or a ... ller uaar of ace•••· 

I And to allow the contract •ervice aqre..-nt• 

9 or tbe oft-tariff pricinq, you 9at into a po•ition 

10 vbara you can have the cU•criainatory pricinq. If 

11 we're bidding to provide ••rvioe tor an end ueer and 

12 anotber IXC ia bidding to provide •ervice for the •aae 

13 and uaer 1 we 90 to the local exchange carrie r tor a 

14 quote on the acce•• piece 1 ve vant to aalte •ure that 

15 ve're vettincJ the - QUote a• our coapetitor ju•t 

16 becauae the coet ia the ..... If it'• the .... volUJHI 

17 to provide Hrvica tor .. a• it i• for thea, then I 

18 •bould be able to 9et the .... price for that ••rvice. 

19 I don't tbink I aade that clear. 

20 COMKISSIOKIR ~~ So initially I thouqht 

21 you ware in a~t vlth southern Ball on pricing. 

22 But parbapa you're not, becau•• they would like to 

23 retain cuato.er-apecitic pricing •• oppoeed to central 

24 ottica-apacitic pricing, vbich i• vbat you're 

25 ra~ing? 
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WITIIIU aoc:KI lfo. Within aonu, within the 

2 aaM feofl'&pllio aoaea tbat they have at the FCC. But 

3 the c:o.t in lone 1, aay tbat'a tba lart• Mtropolitan 

4 ar... wbere tbare 1• the potential tor a qreat deal of 

5 coapetition within tba central office with ca.petitive 

6 ace••• providezw, tbat the aaount of traffic there, aa 

7 you atat:ed earlier, tbat tM unit oat of that ia a lot 

8 lover than it ia out in tbe rural -- the •uburban area• 

9 and even the rural area•. 

10 ao once you identity your aone• ancS 

11 underatand tbat the ooata are different ancS .. t your 

12 price• baaed on tboaa difference• wi thin tho•• aonea, tben 

13· they have the prictng flexibility that we feel they need 

14 and I think the .. jority of the local exchange carrier• 

15 aupport the aone denaity concept. 

16 1lban you qet to the contract .. rvice 

17 aqr-nt•, thOUfb, you 90 a •t•p beyoncS that. And it 

18 you're pricinq at coat, there'• really no farther tor 

19 th .. to qo becau•• they're pricinq at co•t, they can't 

20 take the price• below coat under an ott-tariff 

21 arranq ... nt, •o they would be probably exerci•!nq the 

22 da.inant carrier power that they •houl4n't. 

23 ~I.II8SIOIID CLARK: Well, it you had, aay, 

24 100 linea available tor acce••, it would coat you lea• 

25 to .. rv•, aay, tvo cuato.era, one needing 90 of th .. 
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1 and another neediat ten, a• oppo~~ed to 20 of th- needinq 

2 ju.t five1 80 Mybe t:aaer. are 1 ... cot~ta that they 

3 couldn't pa•• on tbrowJb contract Hrvice arrang ... nt•. 

4 wrriiD8 ROCK: Okay. I don't cU-qree with 

5 you. But if I'a biddincJ tor the ... , the ex.aot .... , 

6 job -- if you vant to call it a job - or providinq 

7 ••rvice to tbe .... ouata.er, I •bould he able to get that 

8 .... price a• tba other per.on, becau•• the faoilitie• are 

9 going to be exactly identical. 

10 OOIIIIISSIOiflll ct.UtK: So you oppoH contract 

11 ••rvice arranq ... nt•? 

12 WITIKSB .ocK: I think vitb tba aone den•ity, 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

with the aone denaity arrang ... nt, with the pric

ba•ed on C08t, tbare' • no need for the CSAa. 

OOIIIIISSIOIID CI.Utaa Co ahead, Mr. MUrphy. 

c:aoss DAIIIIIATION 

BY IIR. IIORPIIY I 

Q llr. Rock, I'a Charl- IIUrphy on behalf of the 

ca.ai•aion Staff. Rave you received a copy of Exhibit 

PR-1? 

A Yu, I bave. 

Q Have you reviewed it? 

A Yaa, I bave. 

Q I• it aoc:narate to the be•t of your knovled9e 

and belief? 
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to tbe beat of ay knoVled9e, it ia, yea. 1 

2 D. IIJDIIYs Staff would aak that the exhibit 

3 be aarked for identification. 

4 OOIIIIISSIOIID CIMK: ftat will be Exhibit 24, 

5 anct it'• PR-1, Staff InterZ'C)9atoriea. 

6 (EXhibit~. 24 aarked for identification.) 

7 Q (By llr. lftlrpby) llr. Rook, it ia your 

a poaition tbat ratcbetinq will have no financial iapaot, 

9 ian't that correct? 

10 A You use the vord •ratchetinq,• which the 

11 concept tbat I've introduced here ia not ratcbetinq. 

12 

13 

Q 

A 

COUld you elaborate on tbe difference•? 

·Sure. ..tchetinq would be a •ituation in fact 

14 vbe.n •witched interconnection for local tran•port i• 

15 iapl..-nted, eaaentially at that point you will have 

16 ratchetinq. 

17 You do not, you won't -- the interexchanqe 

18 carrier• or the oollocator• vill not be payinq for 

19 local tranaport to the local exchaft9• carrier•. The 

20 traffic will be dropped at the interconnection •ite or 

21 the collocation aigbt anct there will be no local 

22 tranaport involved therefore, it'• really not even the 

23 beat way to daacribe thi•, either, but the local 

24 tranaport will be ratobeted off the avitcbed accea• 

25 bill for the IXC. ~t'• What would happen under a 
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1 n.ltcllaed .lntei"OOftMOt.lon. 

2 What I'a propo•inq 1• tbat you •till have 

3 local tranaport, vbicb i• terainatect to that point. 

4 Anotber vay ot lookincJ at it aigbt be that it becoae• a 

s claet POP. lut that ia your point ot teraination for 

6 local tranaport. You •till have local tran•port; ve would 

7 at ill pay tbe 1. 6 cent-per-ainute local tranaport charqe 

8 tbat ve have for intra•tate traffic in Florida, but it 

9 would be delivered to that point. 

10 If ve bave cbo.en to uae a CAP to provide 

11 acceaa Mrvicea out ot that central office, we would 

12 have a better ability to correctly aize initially what 

13 their network ahould look like and ve wouldn't have to 

14 reoontiqure that once ve do have, if we do have, 

15 •witched interconnection. 

16 COMMISSIONER CLARK: I don't underatand how 

17 •ratchet• i• beinq uaed in thi• queation. And I'a not 

18 •ure I understood the que•tion or the an•ver. I aean, 

19 I que•• it'a becauae •ratchet• .. an• •oaethinq el•e in 

20 the electric induat.ry. 

21 

22 

JIR. IIURPIIYl can we have a ainute? (Pau•e> 

CO..i••ioner, Kr. Rock' • reference to 

23 ratchetincJ i• inappropriate. What we're really 

24 intereatect in ia the teatiaony on PaCJe• 4 and 5 . Mr. 

25 Rock ha• ~ chanqu to the expanded 
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1 interconnection orderecl by the PCCI we'd like biJI to 

2 elaborate on tbat. 

3 CCIIIaSSIOIID CURKt ! aqr... If you're on 

4 Linea 4 tbrou9b I, I didn't u.ncter•tanct vbat that va• 

5 all about. 

6 W%1'11188 JOCKs Okay. 'l'hi• va!l baret to write, 

7 it'• 90inq to be even -.ore difficult to •peak to. 

8 COIIaSSIOIID CLAJUC: Well, if it'• 1JIPC)rtant, 

9 you've got to ..U it clear to u. 

10 WI'ftiUS JIOCKc It i8. It i• laportant. (Pau•e) 

11 A If you can picture the cage vi thin the 

12 central offioe, vbicb 1• that of the coapet1t1ve ace••• 

13 provicter 1 and ve have orderecl tr011 the CAP, let' • •ay, 

14 •pecial aoce••, both in~er•tate and intra•tate •pecial 

15 acce .. , •ervice• froa tbat collocation •ite1 and under 

16 the PCC'• allowance of avitcbed ace••• interconnection, 

17 ve can al•o order interatate •vltcbecl acce•• to be 

18 delivered froa our point of pre•ence to that 

19 collocation •1te. ao if you look at it like there'• 

20 four -parate type• of ~raffle that can be floviftCJ 

21 tbrouqh tbi• point of collocation, three of tb-

22 •••uainq that ve have collocation for expanded 

23 interconnection for apecial ace .. • on the intra•tate 

24 level -- we would have thr .. of the four type• of 

25 traffio covered. 
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1 ftere'a one 110re piece, vbicb ia a aubatantial 

2 piece, and tbat'• intrailtate awitobecl acceaa, which, until 

3 we order on it here in Florida, it'• kind of lett out 

4 there banging. 

5 our p~l ia we'll atill pay the tranaport 

6 like it waa 90ift9 throu9b the LaC network becauae 

7 technically ve can't vet it or we can't have it delivered 

8 to tbat collocation alter atill pay th .. the tranaport 

9 because they are tranaportint the trattio to that point1 

10 but let ua take it to that point. Beoauae, aaauainq that 

11 we have interconnection for avitohe4 acceaa at ao.e point 

12 in Florida, I: would need a certain nuaber of facilitie• 

13 ordere4 froa the CAP to provide all or to handle all of 

14 the aervicea that I want to run between that point and ay 

15 point of pr-..ce. 

16 If in the be91nninq I have to or I aiae it to 

17 -et only the three type• of aervioea, then I will be 

18 require4 at ao.e point to back and reconfiqur• that --

19 reoonfiqure the network ao I can have the fourth aervice. 

20 COJDIISSIOND CLUUtz You 1 re preauaincJ that 

21 aoaevbere dovn the line we will allow -- that expanded 

22 inte~ion tor .. itched acceaa will be allowed? 

23 WITIU88 ROCIC: It would be under that 

24 aaau.ption. 

25 COMMISSIOMBR CLARKI Yeah. So vhat you're 
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aayin9 ia, let ua 90 ahead and put our network in to 

aoco.plillh that, and ve'll 90 ahead and carry it and, 

therefore, obviate the need for the local tranafer but 

vi11 continua to pay for it. 

WiftiSI JtOCJt: That'• rivht. Yeah. 

COIIIIISSIOIID CLARJt: Okay. 

WI'l'IIBSS llOCJt: If Florida never allova 

avitcbed interconnection or avitcbed -- expanc:led 

intaroonnection tor avi tcbed acoeaa, then no bara baa 

been done. The LBC baa atill 

tranaport to that point. our traffic ia gettiDCJ troa 

the central office to our point of preaence, and 

there' • no bara doNa. 

Q (By 11r. 11\lrphy) on Page 5, Linu 9 through 

15, you refer to inetticienoiea. Are tho .. the 

inetticienoiea that you've juat deacribed --

A Yea. 

Q -- about duplioatiDCJ? Okay. (Pauae) 

it your 

recoaasndationa are not i~l...nted until the aecond 

pba .. , then the probl- Vbicb voulcS b c~-.. ted vould be 

thoae .... inettioienciea. Ia that -- or what 

inettioienciu would be created it the coaaiaaion cUeS 

not adopt thOH ~tiOIUI until the avitcbed 

ace••• pbaae of tbla prooeedlft9 in April? 
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1 A Okay. .. would either need to plafi tor 

2 intra•tata 8Vitcbed interconnection at aa.e point and 

3 aiae our -- 90 ahead and •iae the tacilitie• between 

4 the cap and our point of preaanoe and, therefore, have 

5 excu• capacity •ittift9 there waitift9. or we would 

6 order the appropriate capacity today and then at the 

7 point vben we can haul the intra•tate •witched traffic 

8 over tb.e CAP network, then we would have to 

9 reconf1C)UI'e, 90 throu9h the •- proc••• that the LEC 

10 doea vben they reconfiCJUre their network. so it'• that 

11 inefficiency that I'a talkift9 about. 

12 Q And a• I under•tand it, you've •tated that 

13 there 1• no financial iapact to your propoaa1 becauae 

14 you would cc:.penaate the ucc? 

15 A Exactly. Today in Plorida, like I •aid, the 

16 local tranaport rate i•, I think it'• 1.6 cent• per 

17 ainute. It'• nondi•tanoe ••naitive, and ao whether I'a 

18 paying to the zero aile band or to the -- it I'a 

19 haulin9 the traffic 20 ail•• over the LIC network, I'a 

20 paying 1.6 cent• per a1nute. I'a •till CJOiftCJ to pay 

21 that 1.6 to deliver to that aero aile band. 

22 Q On Pa9e 3, Linea 1 thrOUCJh 7 of your 

23 tuti.llony, you •tate that •without an intraatate 

24 expanded interconnection policy Vbich correapond• with 

25 the PCC, the C:O..i••ion would be iCJnoriftCJ an iaportant 
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1 intraatate revenue atreu. • 

2 COUld you be aore apecific about the effect 

3 of not having an intra•tate expanded interconnection 

4 policy? 

5 

6 

A Yeah. 

into play here. 

There are a couple of i••ue• that coae 

'lbe fint one i• that we know that 

7 there ie a certain a.ount of bypa•• qoinq on, bypa••inq 

8 of the LIC network 1 and the r .. eon for that i• becau•• 

9 tboH eervicea can be provided by •011eone el•• at a 

10 coat or at a price 1••• than the LBCe have today. 

11 (Pauae) Tbat'• happeninq today. 

12 With the PCC allowirMJ expanded 

13 interconnection for interetate traffic, it give• the 

14 CAPe, or the coapetitive ace••• provider•, the ability 

15 to go into tbe central office and provide ••rvic•• not 

16 bypa••inq but provide ••rvic•• to haul the traffic froa 

17 that point to the interexchange carrier POP. (Pau•e) 

18 To tie the two together, if you have the 

19 ability on tbe inter•tate •ide, and if y6~ don't allow 

20 it on the intraatate aide, you're •till going to have 

21 bypa•• for intra•tate traffic, okay? So you're going 

22 to be letting: that or you're go inc) to be caueincJ a 

23 deer•••• in revenue• there. At the •a .. ti .. you have 

24 a collocation •ite vbich could not only - - which 

25 wouldn't have to only provide inter•tate ••rvic•• but 
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1 could al.o provide intraatate Hrvicea. 

2 I tbink we're all faailiar with the percent 

3 interatate uaaqe factor that would apply here, too. 

4 That you have a collocation aite, you have the 

5 taoilitiu within tbe oa9e, and a certain a110unt of the 

6 facilitiea, floor apace, et cetera, i• attributable to 

7 interatate Hrvicea and another portion to intraatat• 

8 aervioea. 

9 Tbere'• a portion of that floor apace and 

10 taoilitiea that tbe LIC lea .. a, or however you want t~ 

11 tera it, to tbe co.petitive ace••• provider vhicb 

12 bel0ft9• to tbe •tate juriadiotion. 

13 IIR. IIURPBY: Staff baa no further queationa. 

14 Tbanlt you. 

15 COMMISSIOMBR CLARK: Co.aiaaionera? (Pauae) 

16 I do have a queation on Page 6. You believe 

17 there'• -- Page 8 through 10 it aaya, •sprint believe• 

18 there i• •iniaal coat difference between proviaioninq 

19 for pby•ioal and virtual arranqeaenta.• That'• 

20 •ubatantially different froa Interaedia, their 

21 poaition. or have I underatood it vronq? Do you aean 

22 froa your atandpoint not being an alternative ace••• 

23 provider? 

24 WZTNZSS ROCK: Right. Well, we don't -- of 

25 course, I aa4e it clear that we are not a caapetitive 
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1 ace••• provider and in the abort tera ve have no 

2 intentiona ot vettiDJ into that urJtet. aut at the 

3 •- tt.e ve taJca a look at thia and ve ••• that there 

4 doaan't really appear to. be any difference in coat 

5 becauae you atill have the facilitiaa, you have atill 

6 have a certain UIOUftt ot floor apace, and the aalteup of 

7 the network doaan't neceaaarily change. It'• .ora of a 

8 control iaaue. AncS ao the coat of providinq pbyaical 

9 collocation veraua virtual collocation baa 

10 COIIII.ISSIOND CLUUCs Than you' r• not 

11 perauadect by their aE9UMnt that if you have to 

12 contract vitb the LIC to do aaintenanca and take care 

13 of the equi~nt for you that provide• tbia 

14 i nterconnection aa oppoaect to you putting your 

15 equi~nt in there and being able to aervioe it, you 

16 don't aqrae that there ia a coat difference? 

17 A Wall, to .. it would be aint.ua becauaa if 

18 you're aaintainift9 your ovn equip.ent, I aean you have 

19 to hire aoaabody to do that, ao I think that coat 

20 difference ia qoinq to be ainiaua. 

21 COIIII.I88IOMD CLARJC: Well, aaybe I can cut 

22 ott Mr. Wigqina juat by aaking thia: aut you don't 

23 have any •xP&rienca vith regard to --

24 WY7NBSS ROCKs No, I don't. 

25 00181ISSIOifD CIARICI -- hov auoh tbaae thinga 
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WITIIUS IIOClt: llo. 

CCIIQUIOHa CIMJtz a.d1rect7 

118. BRYAft: I don't have any. 

5 TbanJt you. 

6 IIR. BA'!CIIa Staff would IIOVe the exhibit. 
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7 CXlllaSIIOIID CLUJ(& Show Bxhibit 24 IIOVed 

8 into tbe record without objection. 

9 (SXb1b1t llo. 24 received into evidence.) 

10 OCIIaSSIOIID CLAJtK: I propo- we take a 

11 15-.inute break. Ia llr. Poa9 next? 

12 IIR. WILLIS: Yu, be ia. 

13 COMMISSIOKBR CLARK: Tbat will 9ive you ti .. 

14 to Ht up tba al14ea, riC)ht? 

15 IIR. WILLIS: Yea. 

16 

17 

18 

19 

COIDIIIIIOifD CLUJC: OJtay. 

(Witneaa Jtock excuaed.) 

(Brief receaa. ) 

20 COIDIISSIOifD CLUJ(: Let'• call the hearing 

21 back to order. 

22 

23 

24 

25 

IIR. WILLIIs We call llr. Poa9. 
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1 ID POAO 

2 vaa called u a vitneaa on behalf of United Telephone 

3 cc.pany of Plorida and, after bei119 duly avom, 

4 teatitied aa tollovaz 

5 DIRECT &IAMINATIOM 

6 BY D. WILLIIa 

7 Q COUld you plea.. atate your n... and acSdreaa? 

8 A Y... Ben PoaCJ. My buain••• aailift9 acSdr••• 

9 1• Poet Office Box 165000, Alta.on~ Sprinqa, Florida, 

10 32716-5000. 

11 Q Kr. PoaCJ, did you prepare and cauae to be 

12 pretiled direct taatt.ony tiled on June the 24th, 

13 conaiating of 21 paCJ .. ? 

14 A Yea. 

15 Q Do yw have any adcSitiona or correction• to 

16 your teatillony? 

17 A Y... I have a couple of chanc)ea on Page 16, 

18 and I 'v• got the cbaft9ea in an extra aheet that' • beinq 

19 paaaed out. Bftectively, the change ia at Line 10 on 

20 Page 16. And in the aai'CJin between the •1o• ancS 

21 •interatate,• it you will inaert, •average,• and that 

22 would read, •interatate avitched acceaa•1 acratch out 

23 •IUIOUilt, • aab that •cb.al'9e• 1 acratcb out, •on a 

24 CQIIP08ita, • and -b that •tor an. • 

25 And then drop to Line 11, ancS it would be, 
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1 •originatbMJ,• iJwtead of •anct1 • it would be •or.• And 

2 t:hen U: voal.cl be •ori9inatint or tenainati~· 1 acratcb 

3 out •ba•i•1 • and .ate that •ainute. • 

4 And than on Line 13 1 .cratch out •ooapo•ite, • 

5 before •baa ill 1 • t:he aecond word troa t:he end of the 

6 ••ntence. 

7 on Line 19 I change •approxi-tely $53 

8 aillion• to •approx._tely $60 aillion.• And that 

9 would be •$3. 20, • inatead of •t2. 70, • in that .... 

10 line. 

11 Lib I Ay, I've got extra page•. Tbe court 

12 reporter ba• it, and they're pa88ed out, three-hole 

13 puncbecl. 

14 Q Do you have any other addition• or 

15 correction.? 

16 A I'a aorry? 

17 Q Any other correction• to your te•tiaony? 

18 A Mo. 

19 Q Did you al•o prepare an exhibit conaieting of 

20 •chedul .. vbicb have been labeled FBP-1 through .&? 

21 A Ye8. 

22 D. WILLISI I would requ••t that Mr. PoaCJ 1
• 

23 exhibit• be identified, plea••· 

24 CUiaiSIOIID CLUJts '!'bat will be Exhibit 25. 

25 (&xhlbit •o. 25 -rked tor identification.) 
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1 IIR. WILLII& .. requeat that llr. Poag'• 

2 prepared taatiaony be in•erted iato tba record •• 

3 though read. 

4 COMMlSSIOKIR CLARKI Hi• prepared te•tiaony 

5 will be inaerted into the record •• though read. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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UNITED TELEPHONE COMPANY 
OF FLORIDA 
DOCKET NO. 921074-TP 
FILED JUNE 24, 1993 

4 77 

BEFORE THB FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

P. BEN POAG 

Please state your name, present position, and business 

mailinq address. 

My name is F. Ben Poaq. I am employed as Director-Tar itt 

and Requlatory Manaqement tor United Telephone Company Cit 

Florida. My business mailinq address is Post ottice Box 

165000, Altamonte Sprinqs, Florida 32716-5000. 

What is your business experience and education? 

I have over 25 years experience in the teleco1D1Dunications 

industry. I started my career with southern Bell, where 

I held positions in Marketinq, Enqineerinq, Traininq, 

Rates and Taritts, Public Relations, and Requlatory. In 

May 1985, I assumed a position with United Telephone 

Company of Florida as Director-Revenue Planninq and 

Services Prioinq. I held the position until February 

1988 at which ti.. I was appointed to the position ot 

Director- Tariffs and Requlatory. In January 1990, the 

prioinq and taritts orqanizations were combined and I was 
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appointed Director-Revenue Planning and Requlatory. In 

June 1993, in conjunction with a reatructuring, I have 

aasuaed new reaponaibilitiea and title . In my current 

poaition, I am reaponsible tor costing, tariffs and 

requlatcry mattera. I aa a graduate of Georgia State 

Univeraity with a Bachelor'• Degree in Business. 

What ia the purpose of your testimony in this proceeding? 

The purpose ot my testimony i• to provide United 

Telephone Coapany ot Florida's (hereinafter ''United 

Telephone" or the "Company") position with reapect to the 

principal policy and operational iaaues raiaed by the 

proposed implementation ot expanded interconnection. 

More importantly, however, my testimony addresses how 

implementation ot expanded interconnection tor special 

access and private line services changes forever the 

requlatory equation for the support of local exchange 

residential rates. I also address how United Telephone 

must be provided with pricing flexibility to meet the 

competition for those services which historically have 

been priced to provide the lion's-share ot the 

contribution to the support of local exchange reaidential 

rates. Ultimately, the Commisaion and the 

telecommunications induatry will have to come to grips 

2 
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with the i•sue of local exchanqe residential rates and 

t he mechani••• for addresainq universal service concernc. 

My testimony underscores the need for keepinq these 

matters in view as technology and regulatory changes are 

rapidly increasinq competition for traditionally LEe

provided •ervice•. such change• include the Federal 

Communication Comaia•ion'• (FCC' s) approval of expanded 

interconnection, the subject of this docket for 

intrastate service•. 

What exactly is expanded interconnection? 

CUrrently customer• and carriers obtain special access 

and private line services from United Telephone for 

intrastate and interstate telecommunication• purposes on 

terms and conditions and at rates prescribed or approved 

by this Commission and the FCC. In addition, there are 

other providers known either as alternative access 

vendors (AAVs) or competitive acceaa providers (CAPs) 

that have been authorized to provide special access and 

point-to-point private line services linkinq a customer's 

premi•e• with other locations of the same customer or 

linkinq the customer with an interexchanqe carrier (IXC). 

Until the recent FCC decisions on expanded 

interconnection, the facilities provided by AAVs, IXCs or 

3 
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the oustoaers themselves were not required to be 

interconnected with United Telephone'• network and 

facilities. Bxpanded interconnection simply means that 

these previoualy stand-alone networka must be allowed to 

be interconnected with the company'• network either 

through phyaical collocation in the Company's central 

office or through virtual collocation on or ott the 

Coapany's preaises. Bottom line, it means that as 

expanded interconnection is implemented, aa surely it 

will be, customera, AAV& ond IXCs will be able, tor 

purely economic reasons, to replace certain United 

Telephone tacilitiea with their own facilities and still 

be able to uae the Company's network when it suits their 

purpoaea to do so (i.e., it is not economic tor them to 

provide the facilities). In other words, expanded 

interconnection begins the inevitable process ot 

"piecing-out" the Company's local exchange network tor 

the moat desirable customers, with multiple suppliers 

providing what waa previously an end-to-end local 

exchancJe service. 

It expanded interconnection ia limited to special ace••• 

and private line services, how can it significantly 

impact United Telephone's revenues and earnings? 

4 
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The iapact on United Telephone's revenues and earning• 

from expanded interconnection tor special access and 

private line services will be dramatic. Any change in 

regulatory policy which allows a customer to choose who 

will provide piece-parts of the local exchange network 

while at the •••• tiae requiring the Coapany to 

interconnect with these piece-parts creates the 

opportunity for significant revenue erosion. Clearly, 

expanded interconnection principally will involve the 

replaceaent of lower-cost United Telephone facilities 

which have the higher profit margins. Even if the 

company is qranted pricinq flexibility to price these 

•com~titive" facilities at levels which allows the 

Company to retain a portion of the business, the revenues 

from these services will, nevertheless, be lower than 

current revenues tor these services. 

Let .. aake one thing clear at this point: While 

expanded interconnection will accelerate competiti on in 

the local exchange market and thereby create pressure for 

siqnificant chanqea in regulatory pol icy relative to 

local exohan9e pricing, United Telephone is not opposed 

to expanded interconnection provided all parties are 

given the same opportunities to compete on the basis of 

price, quality and technology . Thus, the issue is not 
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whether or not there should be competition, but rather 

whether the pace of competition ahould be accelerated by 

allowing expanded interconnection and what will be the 

tenu of coapetition. For all practical purpoaea thia ia 

a aoot iaaue with regard to special access 

interconnection. Thia commi•sion is already on record 

with ita coDenta to the Federal ColllJDunication• 

Co.miaaion in OC Docket No. 41-141, dated August 5, 1991. 

In ita co .. enta, with reqard to apecial access, the 

Florida Coaaiaaion atatea on page 4: 

•In concluaion the FPSC believes that expanded 

interconnection with LEC facilities will bring 

aub•tantial beneti·ta to a large number ot users. 

Unlike in today'• interatate ace••• environment, the 

benefit• to interatate acceaa co•petition will not 

be lt.ited to large volume cu•tomer•." 

However, with regard to switched acoeas, the Florida 

co .. iaaion's comment• on pages 19 and 20 are as follows: 

"We believe that the transition to switched access 

competition may be inevitable, however, this change 

ahould occur with great caution. The opening up of 

the avitched network could potentially have profound 

effect• on the local exchange companies and the 

local aervice aubacriber. Most of these impacts 

will reault from changes in historical pricing of 
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••rvice• and the change in local network uaaqe aa a 

reaul t. Aa regulators we created the economic 

incentives that are currently present in the 

teleccm.unications market, therefore, it is our 

responsibility to mitigate any extreme effects to 

the local exchange company or the local service 

a\\bacribera through prudent actions." 

In ita co ... nts, this CoJilJiliaaion correctly recognizes the 

dileama that results when competition ia introduced for 

services which historically have bee~ priced to provide 

contribution• that support below coat basic resi~ential 

••rvicaa. That ia, aa these historical price supports 

are eroded by competition, the prices of subsidized 

services, such aa local dial tone, will necessarily have 

to be increased. However, the true economic benefits of 

competition will not be realized if pricing supports are 

not removed and all competitors are not allowed to price 

baaed on relative economic costa. Without pricing 

flexibility, the CoJilJilisaion imposed artificially high 

access rates serve aa a pricing umbrella for inefficient 

. Producers to enter the mar~et and be profitable. 

What ia •iaainq from the Florida Commission's comments is 

the link between switched and special access services and 
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the non-jurisdictional nature ot special access u~age. 

The Ca.aisaion's comments indicate that special access 

competition will benefit consumers with lower prices tor 

these services. United Telephone qenerally aqrees with 

this position. However, the missing link is that as 

special access prices are reduced relative to switched 

access pric••, customers will migrate troa switched 

access to special access. Further, when a customer 

installs a dedicated special access circuit to an IXC, it 

is used tor both intrastate and interstate services. In 

addition, when a customer uses special access tor toll 

traffic, fewer local access linea or PBX trunks are 

required. Schedule PBP-1 provides three examples of 

United Telephone customers that installed interstate 

special access services in lieu of both interstate and 

intrastate switched access service. In one example, the 

customer also reduced recurring local service charges by 

$200 per month. 

Alfred E. Kahn appropriately identities the cross 

elasticity of demand between switched and special access 

and the potential revenue impact on the local exchange 

carriers at pa9e 2 of his August 5, 1991, affidavit in 

the FCC's Docket No. 91-141, wherein he states: 

"While I wil l devote moat of my attention to the 
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proposed rules affecting special access services, I 

emphasize at the outset that the ettects ot adopting 

thea will not be confined to those services, but 

will instead have repercussions on the deaand t or 

switched services aa well, on the much larger 

revenues that they qenerate, on the viability ot the 

equal charge rulea affecting switched access and 

therefore on the conditions under which 

interexchange services generally are provided. The 

reason tor this is that there ia some cross

elasticity ot demand between switched and special 

access. Since the proposed rules are likely to make 

available to a wider range ot customers services 

that bypass the switched access services ot the 

LECs, they threaten ultimately to diminish the 

ability ot the LECs to generate the net revenues 

from switched ace••• necessary to cover their common 

costs and contribute to other public policy 

objectives." 

Please elaborate on how expanded interconnection tor 

special access and private line services will impact 

switched access revenues. 

Proa the very inception of interexchanqe acoeaa, there 

9 
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has been the opportunity for IXCs and customers to use 

special access as a substitute for switched access 

whenever a cuato .. r baa larqe enouqh volumes ot 

interexchanqe t r attic to be delivered to a singie IXC. 

If the auatoaer uses United Telephone's special access to 

deliver switched traffic to the IXC, this is known as 

service bypass. If the customer elects to provide the 

facility hi .. elf or to use an AAV to link the custoaer 

with an IXC, this is known as tacilitiea bypass. The 

i•plementation ot expanded interconnection will only 

intensify the pressure for both toraa ot bypass. 

Likewise, coapetition tor spec ial access service will be 

intensified with expanded interconnection. This 

increaaed competition will drive special access rates 

lower, thus more customers will migrate to special access 

froa •over- priced" switched access. This is the worst 

fora of coapetition because it drives customers to a less 

efficient alternative because ot the wronq economic 

pricinq aiqnals, i.e., excessive switched access rates, 

rather than tor true economic reasons . 

On the other hand, if awitched access prices were to be 

reduced to t heir economic coats, the opportunity tor 

bypaaa would be greatly diminished . But, as lonq as 

10 
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avitched access prices are maintained at such 

aatronoaically high levels, regulatory exercises, such as 

baplementinq expanded interconnection, without addressing 

the underlyinq econoaica of access pricing, will only 

place 9reater pressure on access customers to bypass . 

This probl .. was identified as a aajor financial risk of 

the Coapany by Duff and Phelps in ita June 1992 financial 

report on United Telephone Company of Florida. A copy of 

the Duff and Phelps report is identified as Schedule FBP-

2. 

It is my understanding that the CoJIUiliaaion recognizes 

there ia a linkage between switched access rates and 

special access and private line bypass and that the 

co-iaaion intends to address the issue of switched 

ace••• rates a.nd expanded interconnection in Phase II of 

this proceedinq. Yet, these realities cannot be ignored 

in Phase I of this proceeding. Grantinq United Telephone 

pricinq flexibility for special access and private line 

services will at least allow the Company to remain a 

viable player. In other words, expanded interconnection 

aakea the Company more vulnerable to bypass than ever 

before, especially if switched access prices are not 

reduced and if United Telephone is not granted pricing 

flexibility to meet the bypass competitors. 

11 
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What evidence do you have to support the service bypass 

problea and ite iapaot on United Telephone? 

Although quantification of the impact ot bypass on an 

agqreqate basis would require extensive resources, the 

Coapany has been able to identify several specific 

cuato..r service bypass examples. These examples 

indicate that cuato .. ra will migrate to special access 

service in lieu of switched access service when switched 

access coats and local exchange access line costa exceed 

special access costa. As previously identified, Schedule 

PBP-1 consists ot three service bypass examples which 

show the economics of service bypass and the revenue 

effect on United Telephone. 

In example Number 1, customer A, in February 1992 was 

paying a total of $900 per month in intraatate and 

interstate switched access and $500 per month tor local 

service. By going to interstate special access in April 

1992, cuatoaer A was able to reduce his local service 

expense by $200 per aonth by eliminating PBX trunks th~t 

were used primarily to haul toll traffic . Likewise, in 

example Number 2, customer 8 was able to reduce access 

charges from $1,100 to $900 per month by replacinCJ 

i nterstate and intrastate switched access with an 

12 
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interatate apecial ace••• facility froa United Telephone. 

Finally, in example Number 3, CUstomer C was able to 

reduce hia ace••• cbarqea by $1900 per aonth by 

purcbaaincJ an interstate apecial ace••• facility fro• 

united Telephone. 

There are three aajor point• that thia data c1eaonatratea: 

Firat, apecial acceas from a customer's perspective is 

non-juriacUctional, that is, these customers all 

inatalled juriadictionally interstate access aervice, but 

they are uainq it for both intraatate intraLATA toll and 

interLATA access and interatate ace•••· 

Second, a• apecial ace••• rates decrease, customers have 

a progreasively qreater economic incentive to buy special 

ace••• in place of switched access. Special access 

coapetition will reduce special ace••• rate• and there 

will be qreater aiqration of switched ace••• revenue• to 

special ace•••. 

Third, apecial access ia an alternative to PBX trunks as 

a tranaport facility for access and toll-type servicvs. 

Becauae of the firat point above, points two and three 
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will occur reqardless of what this CoDUDission does in 

this docket. That is, interstate special ace~•• rates 

will be priced lower, hence, interstate special access 

will becoae a more economic alternativG to intrastate and 

interstate switched access and local access lines such as 

PBX trunks. Thus, the FCC's expanded interconnection 

initiative will impact United Tei•phone's Florida 

intrastate revenues. 

To qive soae order of maqnitude to the potential revenue 

losses froa implementinqexpanded interconnection, United 

Telephone had $197 million in interstate access revenues 

durinq 1992. Of this amount, $103 milli on is switched 

access, $29 aillion is transport, $13 million is special 

access and $52 aillion comes from end user charqes. 

Siailarly, United Telephone's intrastate access revenues 

tor 1992 were $118 million. Of this amount $5 million 

came from special access, while $20 million came trom 

transport and $93 million came from other switched 

access. 

What is siqnificant about this is the revenue impact of 

implementinq expanded interconnection is not limited just 

to United Telephone's special access revenues. Because 

of the cross elasticity of the services, all of the 
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Coapany's transport and switched access revenues are 

8\lbject to increased competition and associated revenue 

reductions. 

Could you elaborate on the economic impact of reducinq 

intrastate switched access prices to the interstate 

levela? 

When a auatoaar evaluates the economics of aubstitutinq 

apeoial aooeaa tor awitched acceaa, both interstate and 

intraatate access charqes are included in the analysis. 

This ia why it is critical that United Telephone's 

intraatate access rates, which are approximately twica 

ita interatate rates, be reduced. Subsidies from these 

oo.petitive aervices cannot continue to be sustained at 

current levels. They will be lost - one way or another -

to competition or to service bypass~ This ultimately 

will force basic local service rate increases. 

Unfortunately, if the situation is not corrected until 

after-the-tact, the uneconomic investments and 

inefficiencies in the network will have already occurred, 

thereby further increasinq the network coat burden that 

eventually aust fall primarily to local service 

ratepayers. 
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Althouqh there have been some reductions in United 

Telephone's intrastate Busy Hour Minute ot capacity 

(BRMOC) rate element, interstate switched ace••• prices 

have decreased much turther than United Telephone's 

intrastate switched access service prices during that 

aaae period. A comparison ot the Company'• interstate 

and intrastate switched access prices on a per minute ot 

use basis is detailed in Schedule PBP-3. This schedule 

shows that tor the period 

inter•tat• switched access 
Or 

originatin9 ~ terminating 

post July 1, 1993, the 
IY:,,- Q.n 

.. A -a' eeJIPOSik-

is 3. 8 cents per 

minute, while the intrastate switched access amount is 

7.3 cents per minute on the same eeutesi~e basis. 

I t intrastate awitcb~d access rates in Florida were to be 

reduced to the current interstate switched access rate 

levels, including the elimination ot the BHMOC, the 

annual revenue impact on United Telephone would be 
t6D J. ~o 

approximately $~ million, or about $2.79 per month per 

residential access line on average. Even with reducing 

intrastate switched access prices to the interstate 

s witched access price l • vela, the Company's intrastate 

switched access prices will remain above the economic 

cost ot providin9 switched ace••• service, and local 

exchange residential r ates will remain below the 

16 
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incremental coat ot providing local exchange residential 

service. 

In a previous answer you aentioned transport revenues. 

Could you please explain the significance ot the 

transport revenues? 

Firat let ae tell you what transport is and how it will 

be iapacted by expanded interconnection. Switched aceeaa 

conai•t• of three principal rate elements: a 

contribution rate element tor the local loop, a switching 

rate, and a transport rate . Tranapurt conaiata ot all 

the facilities from the Company's end ottice to the IXC, 

including the wire center serving the IXC, and in some 

caaea a tandea switch. Pursuant to FCC decisions 

reqardinq the expiration ot the provision in the Modified 

Final Judgment (HPJ) that the acceaa transport element be 

charged to each IXC on an equal rate per unit ot traffic 

basis, the transport element can now be purchased on a 

dedicated or per unit ot capacity baaia. United 

Telephone'• awitched access revenues may be aiqniticantly 

iapacted by thia change when interatate switched aceeaa 

expanded interconnection ia permitted - which ia juat a 

mater ot time. It ia important that the Co1111iaaion keep 

this development in aind • • it oratta the conditions, 

17 
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teraa and rates for expanded int•rconnection. 

What pricinc) flexibility ia required for united 

Telephone'• access and private line services? 

Ace••• prices aust be reduced, especially in areas where 

the volu.ea are sufficient to attract coapetition. 

First, aa noted previously, because of the cross 

elasticity of switched and special access, intrastate 

avitcbed access rates should be reduced significantly, at 

a ainiaua to the current interstate level . Second, zone 

density pricing for both switched and special access 

should be iapl ... nted. The FCC has already addressed 

pricing flexibility in Order No. 92-440, cc Docket No. 

91-141, issued October 19, 1992, wherein the FCC 

authorized the LECs to implement a systea of traffic 

density-related rate zones. The FCC requires that rates 

for special ace••• aust be averaged within each zone, but 

aay differ between zones. Also, the company aay 

establish a nuaber of density pricing zone• (up to three 

zones without further justification) within each existing 

study area, assigning each of the central offices to one 

of the zones. Finally, the FCC insists that the 

assiqn.ent of central offices to a zone aust reflect 

cost-related cbaracteri•tics, such as traffic density, 

18 
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alth0U9h v•owraphio oontiquity aay also be considered. 

United Telephone ha• tiled with the FCC for approval of 

it• den•ity pricing zones with accoapanying illustrative 

tariff page~. This filing is identified as Schedule PBP-

4 to ay direct te•tiaony. 

With 

interconnection, 

proceed? 

to the aechanics of expanded 

how should the Florida Commission 

Generally, the Florida Comaission should adopt the terms 

and conditiona pre•cribed by the rcc for expanded 

interconnection. In view of the user'• ability to send 

both intrastate and interstate traffic across the saae 

facility, tbe teras and conditions tor use of the 

facility •hould be the same, regardless of jurisdiction, 

to avoid forua shopping. For example, only Tier 1 local 

exchange coapanie• ("L!Cs•) should be required to otter 

expanded interconnection, and only in those central 

office• for which there is a bona tide request tor 

expanded interconnection. Expanded interconnection 

should be available to any customer, IXC or AAV for the 

interconnection of tran•mission and multiplexing 

equipment only. In thi• regard, there •hould be no 
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requir ... nt for expanded interconnection ot non-tiber 

optic tranaaiaaion tacilitiea. 

However, becauae the FCC'• pricing flexibility plan doea 

not provide a~equate flexibility tor appropriate Company

CO!q)etitive responses, the FCC's pricing flexibility 

liaitationa abould not be adopted. Instead, the price 

floor tor the Company's competitive services should be 

incr ... ntal coat. This approach ia similar to that 

contained in the Company's intrast&te tariff tor contract 

aervice arran9eaents, except this flexibility should be 

baaed on the zone and not limited to an individual caae

by•eaae euatoaer baaia. 

In your previous answer, you made no mention ot physical 

and virtual collocation. In view ot the tact that the 

FCC has mandated physical collocation, shouldn't the 

Florida Commission do the same for intrastate 

collocation? 

United Telephone is not opposed to providin9 physical 

collocation to any qualified entity when it is 

demonstratively appropriate to do so. The company is, 

however, opposed to being unconditionally required to 

provide any specific f orm ot collocation, either physical 

20 
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or virtual. Moreover, the PCC'• iapo•ition of aandatory 

pby•ical collocation is currently on appeal on the basis 

of an unconstitutional takinq of the LEC' s property. 

Until that appeal bas been concluded, the iaposition of 

aandatory physical collocation is still an open issue. 

In any event, United Telephone believes that physical and 

virtual collocation can be treated as a line of business. 

Today, United Telephone has customers/IXCs physically 

collocated in a number of ita central offices. These 

collocation• were negotiated on an arms-length basis with 

teraa and conditions which are mutually beneficial to 

both parties. Baaed on this experience, the Company 

believes that rather than mandating any form of 

collocation, the co-iasion ouqht to adopt rules and 

regulations which perait and encouraqe the parties to 

n~otiate physical or virtual collocation arranqementa on 

a case-by-case basis with the same terms and conditions 

available t o all interconnectors. 

Does this conclude your testimony? 

Yes, it does. 
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1 MR. WILLIS: Ca.aiaaionera, ve would alao 

2 requut your indulCJenca to allow llr. Poag to preaant to 

3 you a alida au.aary of hia teatillony. We believe tbat 

4 the purpoae of thia hearincJ ia to educate the 

5 ca.ai~aion1 and that after you have heard a nuaber of 

6 vitn•••- teatity and you qet to thia atage of the 

7 hearing that you aort of aettle down and it beco .. a 

8 aort of a drone. And I believe thia will help put what 

9 you've beard in perapective and will educate you, and 

10 ve would beg your indulgence to aake thia preaentation. 

11 IIR. UCJt: C~iaaioner, aay I addre•• that? 

12 COMMISSIONER C~: Yea. 

13 IIR. UCK: I have been adviaed that Mr. 

14 Poag'a pr-.ntation ia not goinq to be -- vall, in ay 

15 opinion, it'• not going to be a auaaary. I have been 

16 adviaed that it ia intended to la•t 20 to 30 •inutea, 

17 it no queationa are aaked. 

18 It the purpoae of thia alide preaentation ia 

19 to au.aarize Mr. Poaq'a teatiaony, ve could r~d hia 

20 entire teatillony .are quickly than go through thia 

21 preaentation. If it ia not juat a au.aary, it baa no 

22 place becauae tbe co--iaaion rule• require the 

23 teatt.ony to be pretiled. 

24 In any event, there have been occaaion• where 

25 the eoaaiaaion haa rebuked vitneaaea tor apendinq three 
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1 or tour ainutu •~risinq, and U: i• ju•t not the 

3 proper place to allow a vitneaa to 9et up and do a 

3 lecture tor 20 or 30 ainute• Vbere a •u..ary i• called 

4 tor. so I object to the pruentation. 

5 IIR. WXLLIS: Ju8t briefly 

6 OOMNISSIOWIR CLARXt Juat on 9eneral 

7 prinoiplu tbat ve don't allow thi• •uaaary? 

8 IIR. UCJta No. 

9 CQIIIIISSIOND CI.MtK: OUr •tandard procedure 

10 i• ve allow •u.aarie• to be a couple of ainute• and, a• 

11 part of the ~riea, ve don't allow people to go on 

12 tor 30 ainutaa. 

13 IIR. UCJtt Ye•. I have been told it'• 20 to 

14 30 ainute• it no que•tion. are ••ked. Which it •e-

15 hard to believe that voulcl be juat a •u..ary ot hi• 

16 teatiJiony. Anc1 it it'• intendecl to go beyond hi• 

17 •u.aary, he'• violatinq the rule about pretiling 

18 teati.aony •o people can clo di•covery on it and prepare 

19 tor it. 

20 OOMM%88IOMZR CLARX: Any other objection•? 

21 Do you raapoftd? 

22 IIR. lfiLLXSt Yu. A9ain, the purpo•e of thi• 

23 hearin9 1• to educate the Coaai••ion, ancl I believe 

24 that tba .. al14ea and Kr. Poet'• preaantation vill help 

25 plaae tha ev14enae that you have heard in penpeotiveJ 
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1 it will be helpful to you in aaking a deciaion in thia 

2 ca•e• 

3 It doaa au.aarize hia teatiaony, it doea take 

4 will take a little bit of tiaeJ but we've had tour davs 

5 aet aaida for tbia bearing, we're well on achedule for 

6 that, and I think it would be tiae vell •pent and ve 

7 urge you to do ao. 

8 COMMISSIONER CLARK: When you •aY. it'a qoinq 

9 to -- you aaid it will •u.aariae that evidence 

10 presented? You ..an hi•? Ia thia actually a au.aary 

11 of bi• te•tt.ony7 

12 IIR. WILLIS I It ia. It ia a au.aary of his 

13 testtaony. It vlll taka a little bit of ti .. to do 

14 that, and it cSoea oontain in there aoae of the s lides 

15 of vbat pbyaical collocation is, what virtual 

16 collocation i•, and will help bring all of thia in 

11 perspective. 

18 COMMISSIONIR CLARX: There are tvo 

19 ca.aia•loners that would like to .. e it, just for 

20 purpose• of further educating ourselvea. You all have 

21 the a4Yut.ate of CJOift9 throup all the depositions and 

22 diacovery on tbi• and aoaetillea it does belp to do 

23 that. 

24 I do understand your objection, Mr. Beck, a"" 

25 ve are going to allow an exception in this caae but it 
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1 ia not goin9 to beca.e ca..on practice. If it ia, if 

2 partie• f .. l it'• neceaaary, let'• do thla ahead ot 

3 tt.e and aay, ... think it vill be helpful,• ao ve can 

4 get it done, we can all agree to it in the firat 

5 instance at a prebearincJ. 

6 So at tbia point I'll overrule the objection. 

7 D. POAG: Ia Coaiaaioner Lauredo returninq? 

8 Do ve CJet another cbair out for hia? (Pauae) 

9 D. DUIIBAits Lee, do you have copiea of 

10 theae alid.. for everybody? can ve get a copy after 

11 it'• done? 

12 IIR. WILLIS: Yea. 

13 A !bank you for the opportunity to do tla.a alide 

14 pruentation. And I did put it together apeoifically 

15 becauae I tbOU9bt it would be a vay to preaent ao .. of 

16 the technical inforaation that ia involved in thia 

17 docket. 

18 I queaa, baaically, though, thla docket vaa 

19 aort of atarted and vbat kicked off the petition vaa 

20 the daciaion by tbe roc. And I vould like to point out 

21 a011e c~nta that Alfred Sikea aade in that docket. 

22 Attached to the order vaa, •on Septellber 17 •Y 

23 colleague• and I adopted three interrelated policy 

24 it ... that collectively take a biatorio atep in opening 

25 the local exchange urket to the benefit• of 
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1 oo.petition.• 

2 tlban we're talkift9 about the local exohanqe 

3 aarbt bare, we're talkift9 about acc•••1 ancS I've qot 

4 a011e alidu that I' 11 ahov you that a44r••• the piece• 

5 ot tbe local excbant• aarket tbat that'• talking about. 

6 'l'be deciaiona that tbe PCC aade, thouqh, were 

7 interrelated. '!'bey aade a lot ot cleciaiona1 they aade 

8 the deciaion tor tbe expanded interconnection to 

9 introduce tbat aa.petition but they didn't do that in 

10 iaolation ot other deciaiona, and I'a aort ot tryinq to 

11 tie togetber vbat thoae other deciaiona were. 

12 the expanded 

13 apeoial acceaa interconnection. Tboa.e taritta were 

14 effective on tbe interatate aide in June ot '93. 

15 SO..tbirMJ el.. that they did in the related 

16 docket waa tbey reallocated C)eneral •upport facility 

17 co•ta. 'J.'b-e were coata that were aaaicp~ed to 

18 tranaport in •pecial accat~a aervicea inappropriately •• 

19 deterained by the roc. so tho•• coat• were aoved out 

20 to 1laJte our local tranaport and our local •peoial 

21 acce•• .. rvicea on tbe interatate aide aore 

22 ca.petitive. 

23 In A\MJU,8t ot 't3, they ordered the local 

24 exchaftCJ• o~niu to iJipl-nt expanded 

25 interconnection for avitchecl acceaa, and that'• CJOiftCJ 
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1 to be effective February the 16th. 

2 Related to thia .witched acceaa 

3 interconnection ia the ~ranaport reatructure. Before 

4 they aade tbe .witched ace••• coapetition effective, 

5 they vent tbrcNcJb tbia tranaport reatructure, vbich 

6 baaically, reduced the price• for the trauport 

7 el..ant. I've 9ot aa.e fiqurea in ay teatiaony to ahow 

8 you vbat tbon nullbera are, and when I 9et to tho••, 

9 I' 11 abov you bov that obancJed. February ia the 

10 acbeduled effective date for that. 

11 Baaically, what ve' re talkincJ about in thia 

12 docket ia ao~~etbiDCJ called phyaical collocation. And I 

13 don't know how aany of tb••• dia~- you've look~ at, 

14 but let .. juat kind of walk through tbia. And I have 

15 about tiva or aix alidea that I took at a location that 

16 we have aoaeone collocated. If you want to l ook at 

17 thoae, I'll be glad to ahov you thoae aa vall. so 

18 you' 11 have to tell .. on that. 

19 

20 in our 

We're talkinq about putting a pbyaical cage 

Within thia 

21 caga on a pbyaiaal eollooation baaia, that collooator 

22 vould have all thia apace to locate their equi~t. 

23 They would bring tbair flberoptic facility, aa.ahow ve 

24 vould interface vith th .. in our aanholel they vould go 

25 through ao.athing ve call our •vault,• through our 
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1 ctucta and OUI' riMra ovarb .. ct to vet to thia apaoa. 

2 .. would connect our ouata.er• up to tb-

3 through a aa..tbiftfJ called a •ctivital oroaa-connect• or 

4 a •D&x.• 
5 If ow, in 110at caaea vban we have aa.eone 

6 collocated, vbere we bava a nu.ber of people 

7 collocated, we will actually put tbia box over bare and 

8 give th .. a aeparate entrance into our central office. 

9 WOUld you like to aee the alidea of the 

10 equip~ent tbat CJOe• into one of tb••• loc:ationa? 

11 

12 

OOMKXSSIOIIBR CLARX: Yea, I would. 

WI'l'IIUI POAG a Okay. 

13 OOIGIISSIOIID LAUUDO: Savea .. a trip. 

14 WITifBSS POAGz Tbia ia a picture of the 

15 digital croaa-connect itaelf. Thia aide i• really for 

16 teatin; and aakinq rearrang-.nt• in the circuit•, but 

17 thia particular one vill be locatad in our central 

18 office on our aide. 

19 lfov troa thia, you would go over to the 

20 collocator'• cage. And thia ia a drywall partition 

21 that vaa put up to .. parate the collocator'• equipwMnt 

22 froa the telephone central office equi~nt. And thea• 

23 are the actual cable• that are going in. 

24 I think I've qot -- yea, bare'• another 

25 aituation. In thia particular aituation, theae are 
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1 both coaxial and are fiberoptic oabl••· Thia ian't aa 

2 bact aa it loota. ftue little baga are actually 

3 fireproof ba9a that are atuffect into the alack in the 

4 bole to prevent fire fro. apraactinv in the event that 

5 that bappana. 

6 'l'bia ia the actual conduit that'• brin<Jin<J in 

7 the cable t or tba collocator. 

8 Nov, thia ia the outaicte door. And I will 

9 tell you, our people do not have ace••• to that 

10 building. Tbar•'• one key that ve have that'• 

11 •intalned ~ 0\ll' bu114incJ •na9-nt ••rvic•• anc1 our 

12 techniciana and no one alae baa ace••• to that. We qot 

13 in by peraiaaion. 

14 We'll point out the•• alidea are kind of dark 

15 becauaa I couldn't uaa a flaah in there becauaa you 

16 have li9ht terainal equipaant and there vaa concern it 

17 aight have t.pact on thia optical light teraination 

18 aquiplleftt. aut theaa are the cab lea that are coainq in 

19 to the collocator'• apace in an overhead rack. Thia i• 

20 that light terainal equipaant, not the attache ca•• but 

21 the legal ca .. that John Cani • vaa talkinq aboutz and 

22 theae are rau.aroua vertical racta of tho••· 

23 On the iuide, they would bave a DACS 

24 croaa-connaot, tbe .... aa we bad on the outaide or on 

25 our pr..UHa. I aiqbt back up to that one. 
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1 In tbia caH, we're talking about DS-1• and 

2 1:bare an 21 of tbeH that are in a Dl-3. Actual 

3 cro.a-oonnectiftCJ ancl everythiftCJ take• place on the 

4 back •ide of that. And then Vhen you IIOVe up to what 

5 tbey call a DS-3, which ia 28 of the DS-la, you u•• 

6 tbeH coaxial type cabl.. to do the cro••-connect type 

7 work. But thia juat givu you an idea of the a110unt of 

8 equi~t. 

9 •ov, tbia ia a very la19e inatallation. Thi• 

10 ia an interaxcbanCJe carrier, and that roo• i• probably 

11 25-by-20, ao it'• bi99er than a 10-by-10. Thia giv•• 

12 you an idea of what 110M of the equipaent i• and 

13 everytbiftCJ that' • aa1100iated vi th that type of an 

14 inatallation. 

15 Back to •lide three, plea••· 

16 Virtual collocation, that equipaent would be 

17 aaintained an4 either owned or lea•ed froa the 

18 collocator in the oentral office. The interconnection 

19 would actually be aoaevhere out•ide of the central 

20 office. It would obviou•ly take 1••• •pace, and it 

21 would be built into the telephone coapany'• exi•tinq 

22 rr ... • and relaya and thing• without the •pecial 

23 equipaent. So tbere are 80IM advantage• to that. 

24 In our aituation, we're not oppoeed to 

25 phyaical collocationr we juat don't r .. l like it ought 
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1 to be .andatory. 

2 .. blk for a ainute aboUt ni tcbed aece••. 

3 Aa I .. id in 11f teatillony, and Mde aa.e --

4 COIDII88IOIID LA.UUDO: Can I interrupt you a 

5 ainute? 

6 WITNIBS POAG: Ye•, •1r. 

7 COIIIIIIIOifllt LlUUDOt lecau•• that 

a atate.ent, I baven't been able to figure out vbat that 

9 aeana. I've read it in •everal place•, one i• not 

10 o~ecl to pbyaloal collocation, but one ia oppoaed to 

11 having a aandate. If I qr• vith you, Vbat doea that 

12 aaan, •• far aa Intaraedia would ca.. to you and aay, 

13 •we want to necJC)tiate pby•loal collocation. • and what? 

14 1frl'IIU8 POAG: Well, I gueaa at thia point in 

15 tt.e, I don't know the exact nuaber, but I vould aay 

16 tbat I've probably got 15 aituationa Vbere I have 

17 people collocated in .y central office• and nobody had 

18 to aanclate to tell .. to do it. 

19 OOMMISSIONBR CLARX: You need to qet to a 

20 aicropbone. 

21 COMMISSIONER LA.UREDO: I'll wait until later. 

22 Wl'I'IIUS POAG: I vant to talk abol:t avitched 

23 acceaa a ainute and how it relatea to apeclal ace•••· 

24 But I vant to atart out here vith a aituation 

25 where I have a realdentlal ru-e and tbey'r• placinq 
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1 l0ft9 diatanoe calla, and tbia ia the intereroban;e 

2 oanier or JOP or point of preaence. 'l'bia, baaically, 

3 ia tbe reaidential dial tone line. All ri9ht. 

4 Por tbia aituation that I'a talking about 

5 here, I've got the central office awitch, and I've got 

6 an acceaa tand• and I've got an acceaa tand .. avitch. 

7 Don't be contuaed by tbia acceaa tanda. Rather than 

8 having .very central office with cable• to every other 

9 central office, if you think of thia thing aa a vaqon 

10 vb .. l with a hub and they all run throuqb the bub and 

11 thia aerv .. •• the croaa-connect point, it'• a 

12 aituation Vbere we can brinq large volu.ea of traffic 

13 and uae that -- for exa.ple, in thia caae, to hand it 

14 off to an interexcbanqe carrier. But, baaically, it ia 

15 a large central office that'• uaed to gather traffic. 

16 A cuato.er place• a lonq diatance call. we 

17 charge that to the interexcbanqe carrier, ao .. thinq 

18 called a carrier c~n line charge, a tenination -- a 

19 line teraination charge a awitchinq charge a1~ 

20 tranaport. And that'• included in the interexchange 

21 I '• aorry, in the toll call coat that goea to the 

2 2 interuehange carrier. And we oha1'9e it on both an 

23 originating baala and teninatlnq baaia. Nov, to that 

24 extant that .i·t'a a reaidential ouato.er, you don't have 

25 the volUIIea to ju.atify other alternativea. But look at 

PLOJtiDA PUBLIC 81RVICB CCIOIISSION 



509 

1 a buaineaa ouata.er, the .... acenario, but in thia 

2 caM tbey bave a Pll out ben. And tben, aay, inatead 

3 of the tour linea tbat I've 90t dravn here, aay that 

4 that rep~ta 20 linea. When they've got that .any 

5 linea, they're C)eneratift9 an awful lot of toll calla 

6 over tbeH types of linea, or oould be 9eneratincJ an 

7 avtul lot ot toll calla, or they could be teninating 

8 an awful lot of toll calla. 

9 All ri9ht. In thia .cenario, they can put in 

10 the apecial acceaa type Hrvioe that 9oea directly to 

11 the interexcbancJ• carrier POP, •n4 they're not paying 

12 thoH other cbarcJea that I bad up on the other al ide. 

13 In thi• caae, they pay a aervice tenination charge on 

14 tbia end, they pay the channel aileaqe in here, and 

15 they pay a .. rvice tenination charge on thia end. 

16 It'• flat rate, tbOUCJhl they don't pay on a per-•inute 

17 baaia. And that'• the biCJ difference and the point I'a 

18 tryincJ to 9et to here with the expanded 

19 interconnection. 

20 In the I"PSC co•anta in thia docket, back in 

21 Auquat ot 1 91, you aaid that, •we aqree that expanded 

22 interconnection tor apecial ace••• Hrvicea offer the 

2 3 potential benet ita to iaprove LaC efficiency, expand 

24 cuata.er cboice, and encouraqe a aore rapid deployaent 

25 of new teobnoloqy.• 
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lban it aa.e to •witched aoo•••• you w.ren't 

2 u entlluaiutlc. And everybody baa 9ot copiea of thia, 

3 and I'• not CJOin«J to read it, but there vaa ao .. 

4 concem about •tu eoono~~ic incentive• that are 

5 currently preaent in the te1eca.aunicationa aarket," 

6 and I think t:bat -n• tbe pricinv, and tbat tber• were 

7 acme needa to do ac.e thing• to •i tigate the iapact on 

8 the local ucbanv• ca.panie• anct cuat011era. 

9 So in your coa.enta, you aaid, •Thia ia 

10 okay, • but you Aid, •Don't do thi•. • And thia ia the 

11 kind of point I'a tryinq to 9•t to 1• that vben I have 

12 ooapetition for thia .. rvice ri9bt bare, the price ia 

13 CJOin9 to ca.e down. And aa the price coae• down, I '• 

14 90i119 to loae .a.e of ay avitcbed acca•• aervicea. 

15 Ca.aiaaioner Barrett aaid that it will be 

16 So, 

17 effectively, without expanded interconnection today 

18 I talked about th ..... rvice tarainationa? Well, it 

19 va'r• bringii'IC) a circuit i .n, a hiqb capacity circuit 

20 in, to an alternative aoce•• provider or a coapetitive 

21 ace••• provider that'• located in our central office, 

22 today, or before expanded interconnection on the 

23 interatate aide, ve would charv• t540, t270 tor each of 

24 tho•• hip-capacity aervica connact:iona. 

25 Nov, the coapatitiva acca•• provider via 
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1 their faciliti .. would take thi• out to the 

2 interexc:bange carrier, bypa••incJ the local exchancJ• 

3 cc.pallf'• t.nuport, acce•• ~, and tho•• type• of 

4 faciliti••· So that'• vbat it provid••· With the 

5 expanded interconnection in effect on the interstate 

6 •ide, the price ot thi• drops froa the $2.70 down to 

7 t3. ·-· J won't v•t into why that happen•, becau•• 

8 quite frankly, those oharq•• vera co•t-ba•ed in the 

9 fir•t place, did have a lot of contribution in th .. , 

10 but thi• i• driving it 4ovn to vbat they call direct 

11 coat for thi• very •hort juaper piece. The uin point 

12 is that there'• a siCJnificant decreaM in that price. 

13 When that happena, thi• drops down and you've got the 

14 potential for •ubatantial lo•••• of th••• •witched 

15 ace••• ••rvic••· 

16 Now, you're talkincJ about the aone-den•ity 

17 pricing earlier? on average, we charge approxiutely 

18 $800, $900 to tl,OOO for an inter•tate •pecial ace••• 

19 ••rvice. The iftforution va pre•ented to the PCC 

20 •bowed that on average our co•t, on a direct co•t 

21 ba•i•, va• about t435. But if you looked at the hiqh 

22 d•n•ity route•, the co•t qat• down to around $52. 

23 so vben va'r• talking about Vber• the 

24 coapetition is goinq to oo.e, it'• qoinq to coae into 

25 the•• hip den•ity area•. If it cOJM• into th••• high 
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1 denaity area• and, aa the co.aiaaionera have indicated, 

2 tbe price• cll"op, then you're 90in9 to loa• aubatantial 

3 portiona of your avitchtMt acceaa aarket. 

4 'ftlia ia aa.e infor..tion that juat aupport• 

!5 that. Tb- are three actual cuatoaera that I'a going 

6 to abov you. And ve looked at their cuatoaer billa and 

7 ve -- aince ve don't bill ace••• cbarqea to cuatoaera, 

8 you bill it to tbe interexchanc)e carrier an4 the 

9 interaxcbancJ• carrier include• that in their charge• to 

10 the cuata.er -- Wbat we did vaa we took their actual 

11 toll bill• and caae up vitb an .. tiaate of what they 

12 were pay inc) in ace••• cbarqea. And theae cuatoaera are 

13 cuata.era Vbo bave receDtly inatalled an interatate 

14 aervice, and that'• hov they ware identified, cuatoaer• 

15 who bad put in a .,.cial acoaaa .. rvioe in lieu of 

16 uaing avitohed ace•••· 

17 In Pebruary of '92, thia particular cuatoHr 

18 had $200 a aonth or equivalent in intraatate awitcbed 

19 acceaa, $700 aonth in interatate avitehed ace••• and 

20 $!500 a aonth in local aarvice. Inatalled one 

21 interatate ~ial aooeaa aerviee at $900. They vera 

22 able to cut their local bill tl76. There waa ao .. 

23 rounding in here, but the net iapact vaa that they 

24 reduced their local .. rviee bi!l by inatalling apeoia1 

25 aceeaa $176. It ahowed up aa 200 here, but I wanted to 
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1 kind of clarity that. 

2 '!be bportant thine, I think i• that notice 

3 that thia ia all interatate revenue and a reduction in 

4 local Hrvioe revenue. 'ftlere are no intraatate 

5 revenue. in bera now, becauae thia ia nonjuriacUctional 

6 once that cuataller puta it in. 

7 I' 11 abow you another cuatoaer. Thia 

8 cuata.er bad $100 a .antb in lntraatate .witched 

9 acceaa, $300 a aonth in interatate avltcbed acceaa. 

10 And in tbia oaH, they put in an interatate circuit at 

11 $900, an interat.ate apecial acceaa aervice, and they 

12 got ott that avitobed network and they vent to that 

13 dedicated facility. Aqain, in thia ca5~, you have no 

14 intraatate toll revenuea. 

15 Tbe allocation -- well, you've qot thia 

16 interatate traffic aero•• the network, you're gettinq 

17 an allocation of tbat network to the interatate 

18 juriadiction on a IIVitched baaia, you're tranaportinq 

19 part of your avitchea. That allocation, •• a reault of 

20 that .witched traffic beinc, aoved, drop• that 

21 allocation of tnv .. t.enta and expen••• back to the 

22 intraatate aida. 

2 3 Tbird cuat011er. In thia particular caae the 

24 cuatoaer had the equivalent of t1700 in intraatate 

25 aooeaa, avitohed aooeaa, t200 a aonth in interatate 
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1 .vltcbed aooeaa, $1,000 • .antb in lntraLATA toll, put 

2 in one lntaratate circuit $1,000 and eliainated all of 

3 tbo.e cbaz'9-· So in tbia caM, I loat the toll and 

4 $1700 of lntraatate nitcbed acce•• equipaent type 

5 aervicea. 

6 Wb&t I'a tryint to addreaa ia that 

7 cro .. -elaatioity. In II)' teati110ny I quoted Alfred Jtahn 

8 on tbat lane. And there'• a little aection in there 

9 -- thia ia not aa~~eth1ft9 I thought of, but it ' • 

10 aoaetblftCJ tbat be aubllltted to the FCC aa well. 

11 Now, al.o in ay teat1110ny I tried to identify 

12 What tbe revenue8 were aaaociated vith the varioua 

13 coaponenta ot acoeaa. on the interatate aide -- and 

14 the reaaon I'a dealin; with the interatate and the 

15 intraatate aide ia that fro. the cuat011er'• 

16 perapeotive, you're not 90i1'9 to be able to aeparate 

17 tbe two and aay, you Jcnow, •Don 't do thia over here on 

18 thia interatate buaineaa, becauae that'• intraatate 

19 buaineaa.• Once they 90 to that •peoial ace••• line, 

20 it doean't aake any difference Vhere that call i• 

21 90lft9, they've avoided tbat nltcbed acceaa charqe. 

22 on tbe lnteratate aide, we've 90t about $13 

23 aillion in apecial acoaaa, in apeolal accea• Mrvice. 

24 We've got 29 alllion in tranaport. •ow, thia vaa ba•ed 

25 on 19921 and the reaaon I point that out ia that vben 
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1 the roc reduced tbe allocation of the v•neral •upport 

2 taoility'a ooat to tbe .. two oatevoriea, it reduced 

3 th- two ca~ori.. of revenue•, the tran•port vent 

4 traa 2• aillion to about 25 aillion. And I don't know 

5 Vbat the bpaat vu on tbe apecial accea• •ide, but on 

6 a couple of circuit. I looked at it vaa about at. 

7 b the end reaul t, thi• piece of the pie got 

8 a little bit bi9fer. Wow, what t'a tryift9 to drive to 

9 by puttinc) tbetle up ia that with the expanded 

10 interconnection on tbe interatate aide, on the avitch 

11 aide, tbb ia t.ba buout of revenue• which would be 

12 •ubjeot to CQ~Petitive entry with expanded 

13 interconnection. Tbey'v• r••tructured thi• bucket •o 

14 that tbe entire bucket vouldn't be •ubject to that, and 

15 actually by tba tiae you've re•tructured it only about 

16 $6 aillion of that total bucket i• aubject to expanded 

17 interconnection, to coapetition. Of coune, all ot 

18 thia ia -- the bulk of that ia. 

19 The probl-, thOUCJh, ia a• they aake tho•• 

20 rearranq ... nt•, they've forcecS tbi• •i•• ot the pie to 

21 v•t bi9CJer, and Vben they force that aide ot the pie to 

22 vet bi99er, they've forced either apecial ace••• bypa•• 

23 or total faoilitiea bypa••· 
24 Kov, intra•tate, ba•ically, the .... 

25 aoenarlo. •• bave not done the re•tructure over here. 
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1 I talk about that a little bit in .y teatt.ony •• 

2 ve have expancied 

3 inta~ion on tbe avitcb aide. A •-ller bucket 

4 of apeoial acoeaa. 'l'be reat of thia ia the other 

5 avitcbed aooeu el~ta. How put thia all tOCJether 

6 including .y intraLATA toll and aay I've got a $694 

7 ail lion bucket back in 1992. Nov what haa happened 

8 here ia that Ca..iaaioner Marshall aaid, •aatea for 

9 apecial aooeaa and .witched tranaport aervioe deer••••• 

10 oa.petition, inor•••••·• 

11 So v. 'v• got tvo thin;• that' • happening to 

12 ua. ..,re goin; to have price reduction• in thea• 

13 Hrvioea. We're alao goi1'9 to have aoae co~~petitive 

14 loaHa in tbaH aervioea. And I' 11 point out it' • 

15 going to happen on the interatate aide and it'• going 

16 to t.pact intraatate revenuea. 

17 How, if you look at our ace••• charge• in 

18 Florida ca.pared to our interatate ace .. • revenue• --

19 and I want to deal with 1993 out here -- our interatate 

20 charg .. are 3.8 centa per ainute on the originating 

21 aide, 3.8 centa per •inute on the terainating aide on 

22 the average. our intraatate Clbargea are 7.3 oenta. 

23 Nov one of tbinqa that we've had ia aoae diaouaaiona 

24 aboUt well, ny cloea it coat aore to call Tallaha•••• 

25 than it doea to call california? 
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1 If you ori9inat.e and tenainate a call in 

2 Florida, you've got 14.6 ainutea on the avera9e becau•• 

3 you have an ori9inatincJ -- exCUH .. , if thi• wa• in 

4 United'• Hrvice territory and you ori9inate and 

5 terainate tbe call in United'• Hrvioe territory, 

6 you've 90t 14..6 llUlUte•l ctepencliftCJ on what the 

7 terainatincJ intentate rate 1•, you've 90t an 

8 ori9inating rate of 3.1 cent• and aaybe 4 or 5 cent• on 

9 the other end. But that'• a •iqnificant difference in 

10 that. 

11 Mow, previou. Co.a1••1on.r• in other order• 

12 90ing back to 1911 have recoqniaed that there wa• a 

13 need to reduce acce•• chargu on the intra• tate •icte. 

14 And juet, baaically, 90ing back, tbi• I believe wa• a 

15 nontraffic aanaitive docket order. We're talking about 

16 reducing the BBJIOC. A«)ain, in one of the Bell 

17 ctocu.ent•, BRMOC rectuctiona were rectucect to cti•parity 

18 between inter•tate and intra•tate ace••• cbarcJ••. Thi• 

19 will help clear the ~ay for lower intra•tate toll ways. 

20 And that'• the other •icte of the coin. 

21 so if we're talkil\9 about chaft9in9 that pie 

22 around, the pie will •tay tb .... •ize. We're ju•t 

23 talking about Vbere the dollar• 9et cti•tributed. In 

24 the Centel ctockat, a9ain, the co.a!••ion ••let, •we need 

25 to rec:luce acce•• charv••· • In United'• docket, •we 
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1 need to ~uce acoeaa cbarqea,• and all I'a aaying ia 

2 we're not doint eDOWJb, we're not qetting there. Th• 

3 interatate priou COlle down 110re tban the intraata~.e 

4 price• co.e dawn. Tbat'a creating that diaparity. 

5 Thia ia alao in tbia caae -- it'• drivinq people to 90 

6 qet that apecial acceaa, that cu.ta.er that had all 

7 tbo.e intra.tate aooeaa cbarqea, bad tbia ~n dropped 

8 to tbi• price, that CU8to.er aiqht atill be on the 

9 .witched network. 

10 Tbia problea with the hiqh ace••• charge• in 

11 united'• ca•• va• pointed out in June of 1992. Thi• 

12 ia, aqain, an attaclulent to the teati110ny. I juat want 

13 to biqbliqht that portion of it that aay•, •A biqb 

14 proportion of revanuu continue to be deri va4 froa 

15 accat~a cbarqea identified - a aajor riak by the 

16 financial rater•.• 

17 On the other hand, if you look at reaidential 

18 one-party Hrvice rataa, United on averaqe within ita 

19 Hrvice territory, $1.611 GTB and Southern Bell in 

20 Florida, $11.35 an4 about $10. It you look at other 

21 atatea, Alabau, Geo1'9ia, Louiaiana, JCiaaiaa1ppi, North 

22 carolina and South carolina vere far below thea. It 

23 you look at per capita paraonal iftCOIIa, Florida ia aucb 

24 hiqber. And tbia •U99••t• to .. that there'• aoae 

2 5 rooa to aaJta aa.e cbaftiJ••. 
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1 In au.aary, the PCC'• deciaiona will increaae 

2 co.petition or reduce price• for toll and ace••• 

3 aervicea. Tbat'• a 9iven. '!'bat'• 90ii'MJ to happen. 

4 Tbe roc alao .. id, •Moncoat-baaed reatrictiona on LBC 

5 reapon .. • to co.petition create incentive• for 

6 uneconoaic inveat:.-nta, which deprive ouato .. ra ot the 

7 benefita of LIC rate reduotiona.• If we don't have 

8 priciftCJ flexibility, the conauaera really aren't going 

9 to benefit froa thia. 

10 The FCC'• deci•iona, aa I've •hovn ygu with 

11 tboae charta, will iapact interatate revenue 

12 inv .. t.enta and expenaea. 

13 And then I'll juat oloae with your co-nta 

14 in that order, parapbraaiftCJ it, •we created the 

15 econoaio incentive• that are currently preeent in the 

16 teleca.aunicationa aarket1 therefore, it ia our 

17 reaponaibility to aitigate any extr ... etfecta to the 

18 local exchange coapany or the local aervice aubacribara 

19 tbr0U9h prudent actiona.• 

20 That conclude• ay auaaary. Thank you for the 

21 opportunity. 

22 lOt. WILLIS: We appreciate your indulgence, 

23 Coaaiaaionera, for vievinq. 

24 COMMISSIONER LAURaDOa can we get copiea of 

25 the alidea? 
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1 8. WILLIII Yea, alr, l"ll 9et you OM. 

2 IIR. DUIIBAR: cc-i .. ionar, if I could. we 

3 were 90in9 to aak tbe .... queation, if hard copies ot 

4 the alidea oould be provided •• a late-filed exhibit to 

5 all of the pa.rtiu. Great. 

6 IIR. 1fiLLIIa You want to identify thia aa an 

7 exhibit, pl--? 

~ CCIIIIISSIOID CLllt.K: Yu. I will aake thia 

9 Exhibit 26. 

10 (Late-Pilecl bhibit lfo. 26 identified.) 

11 OOIMISSIONIR LAUREDO: I would like to follow 

12 up on tbat. I need to preface -r preaable, and, I 

13 CJUe••, by in the way of apolOCJi• 1"9 to the gent1 ... n 

14 fraa CTB yut:erday, that I bave a tendency in ay ••arch 

15 for inforaation, and to try to put it into plain 

16 Enqliah and ao.ett.ea .y choice of vorda -- and I hope 

17 you didn't take offense to the acanario I deacrlbed aa 

18 •go build your own network.• I didn't ... n to be quite 

19 that -- but r aa intriqued by the concept ot -- I don't 

20 understand the concept of how do you n~otiate it you 

21 don't vant ua to undate pbyaical collocation. You 

22 vant ua to let the players, and aa you know, I'a 

23 philosophically very pra.arket oriented, ao I would 

24 rather have the partie• ne9otiate, but there •••- to 

25 be -- and auperficially to be partl•• at aaae 
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1 di.advantaC)e. And I wonder bow you can explain that 

2 for •· I interrupted you Vben you were up bere. Thia 

3 idea, I don't oppa•e it1 I would l i ke to have it on a 

4 l*)otiatecl baaia. 

5 POAGI !her•'• a potential for 

6 co.petincJ intereat for that apaoe, and, ~or •DIIPl•, 

7 central office apace i• venerally ideal for a oo.puter 

8 operation. And, in fact, we are neqotiatinq with a 

9 coapany today that vanta to put .a.e COIIPlt•r equip~~ent 

10 in one of our central otfioea. Tbe fact that we've got 

11 a conditioned environ.ant, we've got ... rgency backup 

12 power, w are attractive to theM alternative uaera. 

13 And we could price that ba•ed on the additional value 

14 that that provictea to that particular type of vendor or 

15 potential oollocator, I •hould .. y. 

16 Aqain, we have neqotiated the lea••• that we 

17 bave by looking at the .. rut value of floor apace in 

18 that area, identifying the additional value that we 

19 have aaaociated vitb tbi•, it• .. curity, the parking, 

20 tbe -rcJ•ncy bacltup power, and have been able to reach 

21 very agreeable ter.. vitb the•• oollocator• on that 

22 baai•· 

23 OCIDII88IOIID LAUUOO: Juat •o that I can 

24 underatand, Vbat you're •ayin; by •n.wotlating,• you're 

25 talkinw &))out the tena of pby•lcal collocation and not 
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3 WITIIUS POAG 1 I' a not aure I underatand you, 

4 ec-i-ionar Lauredo. 

5 COIOIISSIOJIBR LA.URBDO: Perhapa aoaebocly can 

6 belp • beoaUH I'a bavinq trouble underatandinq thia 

1 concept. 

8 oc.aSSIOND CLA.ItXI Pbyaical veraua virtual? 

9 OCIIIIISSIOifD IMit&DOI llo. I thought he aade 

10 a .ta~t. We do not oppo- pbyaical collocation. 

11 What we oppo- ia Mndated pbyaical collocation. You 

12 abould let ua decide and neqotiate phyaical 

13 collocation. llov, that baa a nice rinq to it. 

14 I vant you to 9 l ve .. a real-life acenario. 

15 Lauredo Ca..unioationa coaea to you and wanta to 

16 phyaioally collocate. What la it that you want to 

17 negotiate? 'l'be teraa that I have to pay you to 

18 phyaically be in, or the very preaiae of whether I will 

19 be in or not in pbyaical? 

20 WITIQSS POAG: If I have apace, then we're 

21 and I don't have any other planned uae tor it, and I 

22 don't bave anybody elae that ia vantin; to uae that 

23 apace and pay a higher price, then we'll neqctiate the 

24 teraa and the conctitiona: bow long do you vant it, how 

25 aucb of it do you vant? 
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1 And you don' have a 

2 probl- tbat i• attacbecl to pby•ical collocation, like 

3 direct acoe•• and all of that. You have no probl .. 

4 vitb tbo8e? I ..an, .y people will 90 in and fix ay 

5 equiJ~~~ent, ay people vill 90 in and cbanc)e the 

6 equiJ~~~ent, -.y people vill have acceaa. 

7 lft'ftiUI JIOAG& That i• tbe way ve operate 

8 today vbere ve do not have a ••parate entrance and a 

9 -parate cqe facility. We do require an ••cort for 

10 aecurity reaaona. However, ve try to aet it up ao 

11 that'• not neceaAry. 

12 CCIIIIIIJ:OIID ct.Ut.l& Do you currently r ent 

13 out your central office •pace? 

14 WI'ftiB88 POAGI Ye•, aa'aa. 

15 CONIIISSIOIID ~~ What happen• to tho•• 

16 revenu-? Are they above or below the line? 

17 WITIIUI POAGa They're above the line. 

18 C0181188IOIID CLMUt: So that Vbat you're 

19 •ayinq i• you want the ability to aanage your real 

20 ••tate, including your central office facilitie•. And 

21 if it' • a better deal for you to lea- it to I BM or 

22 •oaebodf el .. , aaybe an airline that vant• to put ita 

23 COJIPQter equis-ent in there, you want to b&- able to 

24 cbo• • tb .. over an alternative ace•••· provider Vbo 

2 5 r e fu••• to pay the .... rental tbat you can CJet froa 
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1 tb1• otber aa.pany. 

2 WITII'US POAG: Y-, Colllli••ioner, exactly. 

3 COIIKISSIOIID CIMXs And you al•o want to be 

4 able to retain that •pace tor your .. lf, for your 

5 co.pany, if y:ou aight need it in the future. 

6 WI'l'lfl88 POAGs baotly. 

7 COIOIISSIOMD CIMXa BUt all of tho•• 

8 deoi•iona would than be •ubject to our review that 

9 you're getting -- you are aanaginq your coapany 

10 prudently in ,obtaininq revenue• froa tho•• •ourc•• to 

11 reduce rate ba.. in effect? 

12 WITNESS POAG: I would be vary •ati•fiad with 

13 that arr&neJ-nt. 

14 OOHMISSIONBR C~t You ju•t want the fir•t 

15 ••Y •• to whether it would be virtual or phy•ical. 

16 Would you have any objection to an AAV or CAP beinq 

17 allowed to coae in and •ay, •we •hould have phy•ical --• 

18 I CJU-•, do you have any objection to uainq the 

19 coaplaint proce•• for the AAV to obtain phy•ical 

20 collocation? 

21 WITJfBSS POAG: I do not. And, aqain, we do 

22 have ICI collocated in our Oranqevood raaote office. 

23 And we vera a:bla to reach tara• with th-, and they 

24 didn't coae ... you, •o I think they're happy. 

25 COMKISSIOMIR LlURaDOa So if I 90 in, and 
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1 vbat you're aayinv ia, vbat needa to be nec)otiated are 

2 the econoaica of 1 t and not the pr-iae of whether I' 11 

3 be in or not, but let'• juat aay that I go into your 

4 office and you tell .. , •well, all thi• •pace I have 

5 available, ! already l .. aed to Winn-Dixie becauae they 

6 wanted to do ao.etbincJ. • What recourae cloe• that CAP 

7 or alternative acca•• vendor have, given that? What i• 

8 the alternative? Virtual collocation? 

9 W!TIIUS POAG: Well, virtual collocation ia 

10 one alternative. '!'bey alao have the. alternative of 

11 directly bypaaainq ua ancl going to the end uaer 

12 cwatalera. And, quite frankly, part of ay clec1•ion to 

13 lea.. central office apace vaa baaed on the fact that 

14 well, if I'a going to have coapetition ancl I've got 

15 floor •pace available, if I can get th .. to rent at 

16 floor pric .. , and if I can get th .. to relocate in ay 

17 central office, then I have the capability to at leaat 

18 leaae th-, the local loopa, and to get •oae return in 

19 revenue• for that floor apace. However, I cion' t think 

20 aandating .. to-ke a qood .. nag-nt cleoiaion ia 

21 neceaNry. 

22 COIOIISSIOMD I.AURBDO: You've heard .. 

23 earlier concernecl -- Vbat bother• .. about thi• docket 

24 ia tbat it'• all very technical and all of that. And 

25 we're talJdncJ about a aajor atep ancl vbat we do to the 
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1 telepbone ayata aa ve know it, and, yet, ve don't talk 

2 about it. •• talk about it in all theH other 

3 wonderful terM. 8ut I tue•• ve don't have rooa in the 

4 docket aoaavbare to kind of aay Vbat it ia that we want 

5 the Citiaana of Plori~ to have aa a public telephone 

6 or local exchange eo~~PAniea ten yeara froa nov. 

7 But one of the thinga you heard .. beinq 

8 ooncarned about ia the tapaot on the 105 aillion 

9 land-line people. And then you or one of your alidaa 

10 alluded to the d1apar1ty, or I gu••• you were alleging 

11 tbat there waa aiqnificantly lower pricea in Florida. 

12 Ia tbat a way of anavering ay concern• and 

13 one way to bring thea• equationa to a aore equitable 

14 .. rut ia tbat we need to raiH local rataa? 

15 WI'l'liUS POAG: Yea, air. Let .. ••• it I can 

16 addreaa that in a couple of waya. 

17 We, aa a telephone co.peny, we have that •••• 

18 concern. We don't want to puab any of thoae cuato .. ra 

19 ott tbe netvort. we want to keep avery one of th-. 

20 But on the other hand, we have ca.petition that'• 

21 coainq in and it'a aaying, •we're 90inq to take your 

22 toll revenuea, ve'r• voing to take your acceaa revenue• 

23 and tboae Hrvicea that have been keeping local 

24 raaidential aervice rataa lower than they otharwiaa 

25 would be. so ve - that you juat can't expect to 
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1 continue into the fUture in a co.petitive environaent 

2 and keep local reaiclential Hrvice rate• vhere they 

3 are. 

4 The chart that I ahovecl vi th the other •tate• 

5 and vbere their price• for l ooal reaiclential ••rvice 

6 are aort of •u99e•ta to you that the aarket for 

7 reaiclential Hrvioe i• auoh hiqher than what ve'r• 

8 cbaE9iftCJ for it. 

9 Nov, I recoqni•• that there i• a need out 

10 there for certain econoaic ~nta ot the population 

11 to have ao.e help. Ancl there'• a plan that can be put 

12 in place to take care of that. 

13 Let'• aay, for ex-.ple, in ay te•t t.ony I'• 

14 aayinr) that to 9et .. to the inter•tate level would 

15 require a $60 aillion reduction in ay ace••• charqea. 

16 Nov, beyoncl that, I ahould have aa.e •iailar reduction• 

17 in 8f intraLATA toll revenue• aa vell to brinq th .. in 

18 line ancl to keep .. co.petitive in that aarket. But 

19 juat for the aoce•• piece, I'• aayinq that vould 

20 incr•••• ay local Hrvice rate• by t3.20. Well, let'• 

21 aay -- &ncS I clon't know vhat the n\Uiber 1• -- but let'• 

22 ju•t aay that tbe l"ecluction in the intraLATA toll rate• 

23 adcla another clollar to that requir ... nt. So I would 

24 aay to you, •x voulcl like for you to rai•• ay averaqa 

25 re•iclential local Hrvice rate by $4.20.• 
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1 •ov, r41001Jfti•in9 tbare are aa.e people out 

2 tbare vbo bave eoonc.ic n••da, tbare are plana, •uch a• 

3 the Lifeline plan, vbich would allow .. to •ay, •okay, 

4 when people ... t certain criteria, then I can get an 

5 approved plan froa the rcc vbere I have an equal oft••t 

6 on tbe atate •ide that would allow .. to reduce rata• 

1 to tbeM ouata..ra by up to t7. • 

a lffectively Vhat you do i• there'• •uch plan• 

9 aa auppl..antal aocial •ecurity, children with --

10 CX)IIIII88IOifD LatntaDO 1 Bow do you get around 

11 tbe diacrtainatory florida atatute? 

12 WiftUS POAG: aut lleclicare but you can 

13 identify tboee people Vbo need •ub•idie• in other area• 

14 to aaintain their 1ife•tyle. And what ve'r• •aying 1•, 

15 CJO ahead and 9ive th- that $3.50 •ub•criber line 

16 charge orr .. t on the inter•tate •ide and aatch it on 

17 the a tate aide. so I bave a $7 cut to tho•• people. 

18 on tbe other hand, for tho•• people who don't 

19 need to be 8ub8idiaed, ancl ve ju.t flat out, ve do not 

20 need to •ub•idiae 80 aany people out there that are 

21 bei119 •~idiaecl. I ... n, 70, lOt of the people that 

22 are gettiftCJ •ubaldy for local reaidential ••rvice don't 

23 need it. 

24 Let'• target the •ubaidy to tho•• that need 

25 it and not aubeldiae the entire cla•• of re•idential 
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1 local ..rvic. cuata.era. And there'• a way to do that, 

a and we need to do it u we .,.. into the oo.petitiva 

3 environ.ent. 

4 cotaaSSIOND LAUUDOI And you can do that 

5 without tripping over tbe nondiaoriainatory aapecta of 

6 our rate. 

7 WI'fti'ISS POAC: Yea, air. 

8 CC*ICI88IOMD LAURBDO: Or I guaaa we can 

9 alway• 90 to -- we can atart another trend, reverse 

10 privatiaation. While the reat of the world ia 

11 privatiaJ.n9, we'll jut buy the telephone co.peny •o 

12 the reqular a-1 cuata.er h:a a lover-than-coat-baaed 

13 pricingr the 9ovarn.ent will buy it. 

14 WITM'US POAGI Wall, you know 

15 OONM%88IOMER LAURBDO: But the and reault --

16 I'a beinq funny. 

17 WI'l'JIB88 POAGI In the beat of all worlda, you 

18 knov, frankly, we'd rather ••• the aubaidy coaa froa 

19 aa.avhara alae. lut I'• aaying that that'• the way to 

20 do it and the aecbania.. are there that are in place to 

21 do it and I'• villin9 to •tap up to that one. 

22 

23 CCI8aUIOifD LAUJtaDOa llo. 

24 COMM%18IOWKR CLARKI Mr. Willia, ia he 

25 available for croa• exaaination? Mr. Zrvin? 
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OOI8a88IOMD CI..lRK: 11r. carver? 

JIR. CUYDz lfo queationa. 

OCIIIIISSIOIID CLUt.lts .. • C..vell? 

IC8. CABDLLa lfo queationa. 
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1 

2 

3 

4 

5 

6 OOIDIISSIOII'D CURX: Ia there anyone who .~a• 

7 queationa? 

8 IIR. !'YBa I have a fav queationa, 

9 ca.aiaaioner Clark. 

10 cao88 EXAMINATION 

11 BY IIR. !'YB: 

12 Q Kr. Poa9, I'a really vlad I didn't object to 

13 your .u.aary. (LaUCJbter) 

14 Let .. aak you a couple of queationa about 

15 the price and the coat of intraatate awitcbed ace•••· 

16 Ia it correct that the price of intraatate 

17 awitcbed aooeaa, both orivinatinq and terainatinq, i• 

18 around 14 oenta a ainute? 

19 A Yea, approxiutely. 

20 Q Nov, ia it alao correct that your incr .. ental 

21 coat of providinCJ that aervice 1• around a penny a 

22 ainute? 

23 A Y ... 

24 Q Okay. So that'• a 1400• aarkup1 1• that 

25 riqbt? 
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2 

A 

Q 

13. 

13. lorry. (Pauae) 

3 Nov, united baa 80U9bt to reduce thoae 

4 cbarcJu on at l .. at tvo occaaiona that I '• aware of 

!5 before tbia Ca.aiaaionr ia that correct? 

6 A Y .. , air. 

!531 

7 Q Okay. Mow, lookinq at tbe al idea that you 

8 banded out, the third froa the laat, the one that'• 

9 titled •one-party reaidential aervice.• 

10 A Yea, air. 

11 Q United'• weighted average local rate there is 

12 $8.68 a aonth1 ia that correct? 

13 A Yea, air. 

14 Q Doea that $1.61 a aonth co.e near o~ co .. 

1!5 anywhere cloae to covering United'• coat of providing 

16 that aervice? 

17 A No, air. 

18 Q If you were to take the entire aarkup that 

19 you indicated a few ainutea aqo would be neceaaary to 

20 bring intraatate aooeaa charqea dovn to interatate 

21 ratea, that would only be, that vould aake thia rate 

22 aoaewbare around t12 a aonth1 ia that correct? 

23 A Yea, air. 

24 Q Okay. And that would atill be lower than the 

25 ratea in any of the other atatea that you ahow on here 
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1 with the poeai.ble exception of Morth carolina would be 

2 roWJhly the .... , ia that correct? 

3 A r .. , air. 

4 IIR. 'l'YB: Thank you very auch, 11r. Poaq. I 

!5 have no turt:ber quutiona. 

6 COIDII88IotfD CURK: Mr. Wahlen? 

7 

8 

9 

10 

11 

12 

IIR. DIIT.P: •o queationa. 

COIDIISSIOIIBR CLUK1 118. Wilaon? 

D. WILIOih •o que•tion•. 

OOIIMISSIOKD CIAU& llr. Beok? 

IIR. DCKI TbanJt you, Co.aiaaioner. 

CROSS KXAMXMATION 

13 BY IIR. BBCK: 

14 Q Mr. Poaq, i n your •lieS• pre .. ntation and in 

1!5 your teatt..ony, you 9ive thr- exaapl•• of ••rvice 

16 bypa•a, do you not? 

17 A Yea . 

18 Q You've labe!ecl th .. •cuatoaer A, B and C"? 

19 

20 

A 

Q 

Yea, air. 

Ancl that atarta at the bottoa of Paqe 12 of 

21 your prefilec! t .. t!Jiony vbere you cSiacu•• that1 ia that 

22 right? 

23 

24 

A 

Q 

Yu, air. 

Mow, with reapeot to cuatoaer A, would you 

2!5 aqree that that ouato.er'• toll uaa9• wa• by far 
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1 predaainantly intaratata? 

2 

3 CCIIMIIIIOifD CLUUta What cuatoaer ara you 

4 talkinq about? 

5 

6 

D. ua: cuata.er A. 

COMKX88IONIR CLARKs And hi• toll uaaga vaa 

1 predoainantly vbat? 

8 

9 Q 

IIR. UCJt: Intaratata. 

(By Kr. Beck) In tact, Mr. Poag, on a 

10 ainute-ot-uae baaia, that cuat011er'• toll uaaga vaa 

11 110re than ten to one vaiCJhted in favor ot intaratata, 

12 vaa it not, aa.pared to intraatata? 

13 I didn't vaCJUaly -- I looked at the backup 

14 .. tariala aliC)btly and a• you well know, aa va'v• 

15 diaouaaed, and tba intaratata vaa •ubatantially aora 

16 uaa than tha intraatata. I don't know it it vaa tan to 

17 ona or whatever, it ai9ht have evan bean higher. 

18 Q Would you aCJr•• that that cuatoaar'• deciaion 

19 to qo to HrYice bypaaa, than, vaa driven by their 

20 intaratata uaaga aora ao than their intraatata? 

21 

22 

A 

Q 

YM. 

And at 1-•t in the inatanca of that 

23 cuat011er, rectucinq tba acceaa cbaJ:9•• tor intraatata 

24 down to interatate level• aif)bt not have ·bad any 

25 dittaranca on tbat cuatoaar'• 4aci•1on to go to aarvica 
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1 bypaaa, would it? 

2 It -y or -y not have. If you tate the --

3 if you reduce tM 1ntraatate cbaf9e• and if you reduce 

4 th- by sot, that vauld take ~ down to taoo in 

5 avitabed aooeaa aavlft9a, rGUCJbly. lo it would -- then 

6 you bad 176 in local Hrvice, 110 then the econoaic 

7 tradeoff would bave atill been to 90 with the 

8 interatate. 'J'bat'• correct. It p,robably would not 

9 have iapact:ed that deci•ion. 

10 In tbe caae of CWito.er I and CUatOJMr c, 

11 then, if you look at that data, then clearly the 

12 reduction 1n intrutate nitcbed aoce•• chal'9e5 voulcS 

13 have -de a aignifioant cSeciaion, difference in the 

14 revenue• ancS poeaibly the deciaion that could have been 

15 .. d •• 

16 Q llr. PoaCJ, in your teatiaony on Paqe 12, at 

17 Linea 20 and 21, you point out that CU•toaer A va• able 

18 to reduce their local Hrvice expen•• by $200 a aonth; 

19 ia that right? 

20 

21 

22 

23 

24 

25 

A 

Q 

A 

Q 

A 

Q 

I'a aorry. You're on what paCJe? 

Jla9e 12. 

An4 Line 20? 

20, 21. 

Y-. 

IIOV about with cuato .. r 8, what wa• the 

l'IDU~ PUBLIC 8DVIC& COIGIISSION 



1 effect on tbat cuatoller'• local •ervice? You don't 

2 Mntion tbat tor C\latOM.r 1. 
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3 A BaiMcS on the bacJcup recorda that ve provided 

4 to you, tbat auato.er over, I believe it va• a 

5 tvo-.onth period, reflected a $50 reduction in hi• 

6 local -- I'a •orry it va• a reduction or an increa•e 

7 increaH in bi• local Hrvice rate even though they 

a inatallec! the •pecial ace••• ••rvice. 

9 •ow, tbat doe•n 't prove anything in the 

10 world. All tbat .. ,. i• that tbe ou•toaer'• bill vent 

11 up. It'• illovical to believe that it vent up becau•• 

12 he lnatallec! •peclal acce••. Hi• requir-nt• tor 

13 local Hrvloea would have gone down vben be in•talled 

14 •pecial acce8•. 

15 COIIIIISSIOJfBR CLAJU(: Let a c ~.. i~ you a 

16 que•tion: Vby did hf• require .. nt• tor local •ervice 

17 go down? 

18 WITNUS POAG 1 Let' a do it thi• vay t It I 

19 have 20 trunks COIIiftCJ into ay •vitobboard and I '• u•ing 

20 ten ot tb- to aake long diatance calla, it I put in 

21 that dedicated hlp-capacity .. rvtce froa ay 

22 .vltchboard to the interexchaft9e carrier. And let'• 

23 u•e that thou .. ncS, •ay it coata tl,OOO. All right. 

24 say I put that in at tl,OOO. All right. Since halt ot 

25 -v local trunklnc) traffic va• being u•ed to qet to that 
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7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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interexcbancJ• carrier anyway, than I can take thoae ten 

trunka out. 

llov, thia ia the intereating thing: Baaed on 

"'' -- "'' hipeat rate route, PIX trunk ratea, ay price 

for that ia around tS6. So I'a 9oing to aave, in that 

caae, $560 in local trunkincJ by takiftCJ thoae ten trunka 

out. So than that •U99••t• the adcUtional aavinc)a I 

need out of ace••• ia juat over •400. And that 

hi9h-capacity circuit at $1,000 9ivea .. 24 voice qrade 

linea. So I not only have the capability to replace 

tboH ten but the capability to increaae ay capacity. 

And tbat'a vby the line of queationinq that Mr. Beck ia 

purauing ia illogical. (Laughter) 

Q (By Mr. Beck) Mr. Poaq, you favor zone 

pricing, do you not? 

A Yea, air. 

Q And 9enerally aone pricing would allow your 

co.pany to reduce the prioea for ace••• in the aore 

danae aonea and inor•••• it in the leaa den•• zonea; ia 

tbat riC)bt? 

A Yu, air. 

Q Okay. Were you here yeaterday vben Dr. 

... uvai• froa CTI expr•••ecS concern about the PCC'a 

-tbod of doinv tbat1 baa tb- inorea .. the price in 

the leaa denae aonea by .ore than they would care to 
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1 do? 

2 A I clon't recall that part of hia teati110ny. I 

3 IN8t not have been in the rooa. 

4 Q Okay. But do you have a concern about 

5 raiaing the price in the 1 ... danae aonea? 

6 A I have a concern anyti .. that I'• talkinq 

7 about raio iftCJ the price to the cuato .. r. 8\lt in the 

8 world that we're in toclay, ve' re 90inq to have to aake 

9 aa.e tou9h deciaiona. And that tough deciaion aay .. an 

10 that we've 90t to incr•••• our price• in tho•• 1••• 

11 danae zonea .ore in line vith the coat of providinq 

12 Hrvicea in tboae a on••. 

13 Tbat vaa vhat vaa reflected by that chart 

14 that I ahoved you earlier1 that on average our ratee 

15 our coata tor a high denaity DS-1 vaa $435, but i n our 

16 high denaity aonea it vaa only $52, which auggeata to 

17 you in our low denaity area• it'• a lot higher. And 

18 it'• appropriate in a co.petitive environaent for your 

19 price• to aove toward• your coat, and if the coat• are 

20 higher, then the price i• going to aove up. 

21 Q ·Okay. Would it be true that the denalty 

22 aon•• correlate roughly vith an urban rural 

23 4iat1nction? 

24 

25 

A 

Q 

Generally, yea. 

Do you want zone pricing for all o: your 
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2 hi9b-capaoity .. rvioea? 
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3 

4 

I would like it for all of th ... 

CDMISSIOifD cuua Mr. leek, would you aak 

5 that quution again? 

6 Q (By Mr. Beck) Are you aeekinq zone pricing 

7 flexibility juat for your high-capacity aervicea or tor 

8 all of your apecial and ace••• aervleea? 

t A I would lit. it tor all of th ... 

10 COJGIISSIOifD CLARita All riCJht. Let M 

11 underatand hiCJb capacity. Are you talkinq about the 

12 os-1 and the 08-3 u oppoaed to os-o? 

13 wrTNISS POAG: Yea, ca.aiaaioner. Thank you. 

14 Q (By Jlr. Beclt) So if you bad a cuato .. r juat 

15 taking a aingle private line, you would want tbe zone 

16 pricinw availability there, too; ia that right? 

17 

18 

19 

20 

21 

22 

2 3 

24 

25 

A 

Q 11r. Poag, baa United been going tbrougb some 

dovnaisinq in m~ployH levela over tbe laat few years? 

A Aa a reault of tbe .. rger, we are looking at 

aou clovnaiainqJ that'• correct. 

Q llot - a ruult of tba .. rv•r, juat aa a 

reaul t of tbe 9eneral inctuatry trend. 

A Yu, we're looking downaiaing. 

Q And would you agree that all tbe local 
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1 oo.pani•• or all the .. jor local coapani•• over the 

2 la•t few year• have been generally reducing their level 

3 of aploy••? 

4 

5 

A 

Q 

Abaolutely. 

And that tenet• to reduce your revenue 

6 requir~t vben you do that, doe• it not? 

7 A Ye•, it •hould. 

8 Q Do you have an opinion about whether the 

9 reduction of .-ploy•• level• ha• any correlation with 

10 tbe pro.pect o~ increa•ed coapetition? 

11 

12 

A 

Q 

lapaat that, pl••••· 

Do you have any opinion about whether the 

13 trend tovarda reducing the nuaber of ••ploy••• in the 

14 larger local exchanqe co•pani•• i• related to the 

15 proapect of increa•ed ca.petition? 

16 A Y ... 

17 KR. BECK: Could I have an exhibit aarked for 

18 identification, plea••? 

19 OOMMXSSIONER CLARK: Sure. I believe the 

20 next one i• 27. (Pau.e) 

21 Give ua a title, plea••· 

22 IIR. BECK: •united'• Re•pon•• to Reque•t for 

23 Production of OOCU..nt• Piled.• 

24 

25 ahead. 

CCIIMISSIOJID CLARKI That'• Bxhibit 27. Go 
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1 IIR. UC:X I Tbanlt you. 

2 (~ibit Ko. 27 aarked for identification.) 

3 Q (By llr. Beck) llr. Poa9, do you have Exhibit 

4 27 for idatification in front of you? 

5 

6 

A 

Q 

Yu. 

And do you recall our office aakinq you to 

7 produce all of the docu.enta had aupportinq your 

8 ata~t about the incr ... ntal coat of local exchanCJe 

9 reaidential .. rvice? 

10 A I'a aorry. What vaa the queation? 

11 Q Do you recall our requaat to your coapany !or 

12 that? 

13 A •ot apecifically but I knov you did. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q And do you recognise the docu.enta underneath 

the cover page •• your re•ponae to our re<i:"Je•t? 

A Yea. 

Q Okay. 11r. PoaCJ, the co•t• of local loop for 

juri•cUctional purpo•e• are •eparated between the 

inter•tate and intra•tate juriadiction1 i• that right? 

A Yu. 

Q And vould it be a rouCJh rule ot thuab for a 

loop co•t at about 25t of that co•t i• allocated to the 

inter•tate juriadiction? 

A 25' of the eabedded tully-allocated co•t i• 

allocated to tbe interatate juriadiotion, of not the 
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ruidantial .. rvioe but of tbe local loop portion. 

Q Okay. Nov, oould you turn to tbe first page 

uncSerneath the cover ot thia Exhibit 27? 

A Yu. 

Q In reaponae to our requeat tor aupport tor 

your ata~ about the incr ... ntal coat ot 

raaidantial .. rvica, you providact thia intonation on 

buaineaa Hrvica, did you not? 

A '!bat'• correct. 

Q And tbat vaa the oloaaat aurro;ate you had 

for a ooet •tudy on reaidential -- inor ... ntal coat 

raaidential ..nice vban ve aakact you thia1 ia that 

riC)ht? 

A At tbe tille that you aaJtact, yea. 

Q so you didn't actually provide any coat 

atu4iea on the incr...ntal coat ot reaidential aervice 

t o our office, did you? 

A No, air. 

Q And at the tt.e you tiled your teatiaony thia 

ia all you bad in tbe way of docu.enta to aupport your 

atat...nt1 ia tbat right? 

A Yn. 

Q on the firat p&9e, let .. 90 through • tev 

langtba, if I could, of loop plant• to 90 throu9h the 

.. thodoloqy uaact in your atu4y. 
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1 Pint of all, thia ia the total coat of the 

2 loope on atudy ban, 1a 1 t not, that' • repreaentecl 

3 here? 

4 

5 

C0181I8SIOIID CLUKs What ia? 

Q (By llr. Beck) All of the coata that are here 

6 are not aaparatecl juriaclictionally, are they? 

7 A wo. Wone of tbeH coat• are aeparatecl 

8 juriaclictionally. Ancl thia ia a portion of the 

9 bWiiM88 drop, ancl it dou not include the line 

10 

11 

teraination. 

Q Okay. •ow, vbat your COIIP8nY clid ia you 

12 looked at tbe coat of different loop point• of loop, 

13 did yog not? 

14 A Y ... 

15 Q And for eacb tbouaancl feet in loop length•, 

16 your co.pany looked at the coat uainq three different 

17 technologiea, did it not? 

18 A Yea. 

19 Q so, for exa.ple, under the !5,000 toot loop, 

20 the JIOnthly coat for a copper loop vaa $1.63, vaa it 

21 not? 

22 A 

23 Q 

24 11.33? 

2!5 

Yea. 

And then you had pair 9ain on copper for 
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1 Q And t!Hr would have been 13. 751 ia that 

2 right? 

3 A YM. 

4 Q And then in each iutance in each loop 

5 length, you look8d at the l•at-coet .. thoct of 

6 providing the loop at that apecific diatancer i• that 

7 riqht? 

I A That'• correct. 

9 Q And •o the .anthly econoaical co•t i• the 

10 loweat in •ch row tor thoae three different 

11 teahnolOCJi••r i• that riqht? 

12 A !'be theoretical loveat co•t. And the only 

13 reaaon I augveat that to you ia that in the real world, 

14 you know, the theory doean't aatcb perfectly with the 

15 practicaliti•• of the phyaical plant that' • out there. 

16 So, theoretically, the world'• be•t ca••, excludinq the 

17 line teraination abarge and .a.e of the tran•port and 

18 •witching co•t•, thi• i• a bu•in••• local loop. It 

19 

20 

21 

22 

23 

24 

25 

alao exclude• the bridqe CAP, the r•• bridqe CAP, by 

the vay. 

Q What: vaa your purpose of conducting the 

atwty, by tbe vay? 

A I don't •pecif ically know what thi• 

particular atudy va• done for. 

Q And even at the 41, 000 foot lenqth of a loop, 
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1 tbe .a.t eoonoaical co•t va• $11.79r i• that right? 

2 A '!bat'• oorrect. 

3 Q An4 again, tbi• doe•n't allocate any of the 

4 co•t to tbe interatate juri8diction at all in thi• 

5 

6 

7 

•tudy? 

A 

Q 

ftat' • correct. 

wow, on tbe next page, llr. Poag, what your 

8 •tudy doea, tben, i• take tbe ao•t econoaical co•t at 

9 each length and applie• that aqainat a probability 

10 weiqbtinq for vbat proportion of the loop• are at each 

11 di•tancel 1a that rifbt? 

12 

13 

A 

Q 

ftat'• correct. 

And tbe veiqbted average over all the lenqth• 

14 for buaineaa .. rvice• coae• out to a aonthly co•t of 

15 $10.09r i• that right? 

16 A '!'bat' • correct. 

17 Q Kov , reaidential loop• aay have a different 

18 weighting than buaine•• loop•r i• that right? 

19 A Ab•olutely. And they would be loncJer. 

20 Q Jut even it every •inqle reaidential loop va• 

21 41,000 teat troa your central offiee, thi• •tudy would 

22 •till have a co.t at no aore than t11.79, wouldn't it? 

23 A Kxcludinq tbe other el ... nt• of co•t 

24 a••ociated with tbat, that'• correct. 

25 Q Okay. could you tum to the next page? 
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, ... 
I• thi• tile other co.t• that you vera 

3 referring to reflected on thi• page? 

4 A IM. 

5 Q And you look at it fro. two different 
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6 parapectiv .. l a Ulla.Ja .enaitive OCNit and a flat rate 

7 coat, do you not? 

8 A wall, the flat rate coat ia rolled into it. 

9 And for .a.. reaaon it'• co•tact •• if it'• part of the 

10 av1tcb. It'• in there, it'• not really 

11 uaaga-8enait1ve, but it'• 1nel\ldact •• part of the 

12 av1tcbinq coat. 

13 Q Okay. And vbat are the eo•t• that are 

14 repraaantact by tbe --

15 A Tba only eo•t that ' • pertinent o~ that ia the 

16 $2.87. 

17 Q And vbat typea of fac1litie• are covered by 

18 that oo•t? 

19 That, and tbia 1• •ubject to check, Charlie. 

20 I aa not -- tb1• 1• a SCIS .odel, and I aa not an 

21 expert on the SCIS .odel. Okay. So --

22 CCIIIIISSIOifD CI.AU: What kind of aodel? 

23 WITMUS POAGs I'a aorry. It'a an acronya, 

24 or it .. Y• it'• avitcbift9 inforaation oo• t ayatea, or 

25 ao.etbi nq alonq tboae linea. But it'• a 
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1 Bell core-developed coating IIOdel. And, ve, t.hrouqb 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

contract, UH tbat, and I'a jut -- ve don't even know 

vbat all tbe algori~ are that qo into the actual 

tbinq, but I think it'• been looked at by the FCC and 

aoae other tolka and been deterained to be, you know, 

relatively appropriate. 

Q (By llr. leek) llr. Poag, on the recovery of 

coata, the interatate juriadiction, you uae a fully 

allocated, .abedded coat a~ly•i• tor recovery? 

A I'a aorry, Charlie, I vaan't paying 

attention. Could you ••Y that a9ain? 

Q I vant to qo nov and direct your attention to 

the recovery of coata. You ue a different coatinq 

.. tboctoloqy for .. ttinq your interatate ratea, do you 

not, and for allocating bet ween the juri•dictiona? 

A A different .. thodoloqy than what? 

Q An eabedd.ct, fully-allocated coatinq 

.. tboclology? 

A Tbat vaa qenerally bow it vaa done prior to 

price cap.. 

Q Okay. Por theae taoilitie• -- in other 

vorda, tor tbe looped plant -- part of that coat i• 

allocated to the iMentate juriadiotion, i• it not? 

A '!'bat' • correct. 

Q And you receive at l .. at $3. 50 for every loop 
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1 on the aubearlber line cbarve in the interatate 

2 jurilldiction, do you not? 

3 A ror reaidential and aingle line buaine•• · 

5t7 

4 Q Okay. And tor a .ult111ne buai~aa, it voul4 

5 be ta per line, would it not? 

' A cornet. 
7 Q In tact, your alide aboved your coapany in 

8 1992 receiving f52 aillion a year tor aubaoriber line 

9 charge1 ia that right? 

10 A correct, reai4enoe and buaineaa. 

11 CCIIaSSIOIID CLA.ItK& I 'a aorry? 

12 JOAGs baidence and bualne••. 

13 Q (By llr. ~tacit) llr. Poa9, it you vere to co•t 

14 out Touch'l'one Hrvice, vould you charge any of the loop 

15 coat to that HrYioe? 

No. 16 

17 

A 

Q Okay. In tact, you vant to charge the entire 

18 coat ot the loop to the local aervice category, do you 

19 not? (Pauae) 

20 In other vorda, you're not going to all~ate 

21 the co.t ot tbe loop to anything other than local 

22 aervice tor coating purpoMa? 

23 A •o. 
24 Q Okay. And you voul4n't try to recover ~Y 

25 portion ot tbat troa cuatoa calling Hrvice•, either? 
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1 

2 

3 JCR. UCK: llr. Poag, thank you. That'• all I 

4 bave. 

5 

6 you bave? 

7 

OC*III88IOIID Ct.A.RJt: llr. Wiggina, hov auch do 

JCR. WIGGill81 We can take a lunch break. I 

8 vaa in tbe •~ddle --

g COMMIIIIOIID CLARKs That'• not the anaver to 

10 the queation. 

11 D. WIGGIIS: I probably have about, I don't 

12 knov, anywhere froa five to 15 ainute•. 

13 OOMMI88IOIID CLARKI I think we will go ah•acl 

14 and take a lunch break. We'll co.e back at a quarter 

15 till 1100. 

16 (!hereupon, lunch vaa taken at 12:10 p.a.) 

17 ~ - - - -

18 (Tranaoript continue• in aequence in Voluae 

19 IV.) 

20 

21 

22 

23 

24 

25 
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