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Writer '• Dlract Dial "o· 
19041 425-2313 

Novamber 11, 1997 

Director, Records & Reporting 
Florida Public Service Co111111ission 
2540 Ghum~rd Oak Boulevard 
Tallah~ssee, FL 32399-0850 

Re: Docket No. 9 71056-TX 

Dear Ms. B~y6: 

. \ . ··~ l{ - I . CO"'IH•I01'0N 
ItA 0:011H M, 01001NOI 
IUMalta'-'\' A , 0-tti HI'A 

OAJitT "-• "U"''-"• Jilt, 
.IQtlATH,AN l , .IOto NIOIII 
IIIOIUtT A, MA.MJII!NO 
w. llrvt I T''iC• 
T, ..C::: ~ttfCIIIUL, W 

Of COUMtU 
w. "o•c"' roi(U 

Enclosed for filing on behalf of MCI Teleeommunicaeions 
Corporation i n the above docket are the ~~igin~l and 15 copies ot 
MCI's Protest ot Proposed Agency Action. 

By copy ot this letter this document has been provided to 
the parties on the attached ser vice list. 

.. LRDM/clp 
Enclosures 

--;;c;;,;c·: Service List 

Very truly yours, 
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U.OU: 70 J'LOJlmA PUBI.XC sav.tCJI COMPTSSIOil 

In r e : Application for certificate 
to provide alternative local 
exchange telecommunications 
service by BellSouth BSB, Inc. 

Dooltet No. 97· l56·TX 

Piled: November 17, 1997 

wcx • s Ja.o'l1I8T OJ' ...Ol'OSIID .a.aacr AC'l'IOIIJ 

MCI Te'ler.OIIIIIUnications Corpora t ion (MCIT) and HCI.metro Access 

Transmisaion Servi ces, lnc. (MCim) (collectively MCI) hereby 

protest Order No. PSC·97 ·1347·1!'0P· WS COrner ) in which the 

C011111ission proposes to grant an alternative local exchange 

telec()lllll'.unicatio.ns certil!icate to BellSouth BSB, Inc. (BSB), a 

whol ly owned subsidiary of BellSouth BSB Holdings, Inc., which is 

a wholly owned subsidiary o f BellSouth TelecOIIII.-tnica.tions, Inc. 

(Bell South or BST). In support of its protest, MCI states: 

QACKGROUN!) 

1. Mel's official address f or its Southeast regulatory 

operations is: 

MCI TelecCXIIIIIWl.icatiolliJ Corporation 
MCimetro Access Transmiesion Services , Inc. 
780 JoblliJon Pe rry Road, Suite 700 
Atlanta, GA 30342 

2. The m.mes of Mel 's representatives i'l tbist proceeding 

are: 

Richard o. Melson 
Hopping Green Same 

&. Smith, P . A. 
Post Offic~ Box 6526 
TallahAssee, PL 32314 

Thomas lt. Bond 
MCI 't'aleconnunications 

Corporation 
780 Johnson Perry Road 
Suite 700 
Atlanta, OA 30342 

3 . MCr: ie certificat ed by this Coamisaion aa an 

interexcha.Dge carrier (IXC) , alternative l ocal excba.nge company 
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(ALBC) , alternative aceeaa vendor (MV), and pay telephone aervJ.ee 

provider (PATS) • MCIT provides interexchange ear"' lee throughout 

the state of PloricSa. MCim ie certiUcatec1 by thi Coa:miesion aa 

an ALBC an(! an AAV. MCim is currently provicUng local exchange 

teleccx!l!!uoications aervice to buaineea CWitomere in several Plorida 

markets anc1 is con<Suoting reae.le testa of BellSouth' a, service to 

both relidential and bu8ioeaa cuetOCIIIlra in Florida. 

•· MCI protests the grant o! an ALBC aartiticate to BBB on 

the grouncla that the certificate embo<tiec1 in the Ord·er does not 

contain sufficient lillliutiona on the scope of authority grantees to 

BSB, particululy with respect to BBB operating as an ALBC in the 

service territory currently aerveCS by BellSouth in ita capacity as 

an incumbent local. exche.nge company (ILBC), encl therefore woulCS 

allow lleJ.lS:outb to circumvent provioJione of the Telecoa:mmicatione 

Act of 1996, including the reaale re~irementa. 

GBOJlNI)S FOR PRO'l ;o.u 

s. The Teleccmnunieatione Act of 15-96 (the Act) was passed 

to enCS t .be historic regime in which in .:umbent local exchange 

CC"Dpplnies (such ae BellSoutb) monopoli·1ed the facilities end 

services through which consumers place &Ld receive all local anc1 

long dieta..oce calla. In its placa tbt Act mandatee a new 

ccxnpetitive etructure. To that enCS, the 1996 Act req~.~es 

i ncumbents to provi<Se new entrants into local telecommunications 

marlceta wilt:h accttee to the incumbente' telephone net worlta anc1 

servic1•s on rates, te:rtn8, and coru1i t iona that are just. reaaoll#.ble 

end non·d1eorim1natory. Tbeae r equireme.nte are specifically 
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intended to open monopoly loca.l telephone lllllrkete to effective 

competition aa quioltly aa poasible. 

6 . To put an end to the historic monopoly regime in the 

local telephone l!lllrltet, the 1996 Ace sees foreh th.e terms on which 

incumbent monopoly local telephone companies, auch aa BellSouth, 

muse reilell ehon eelecl'jijii!•nielitiena aervieea that it provide• eo 

retail subscriber& who are not telecommunications carr iers to new 

enerants in the loca.l telephone lllllrket, such as MCI. The Act also 

provides tbe formula for calculating the cba.rgea f or the reaale of 

telecommunicati OIUI service& by the incumbent monopoly telephone 

company t o the new entrant. The manner in Which the 1996 Act 

calculate& these chargee linke retail and wholesale pricee and 

thereby prevenee price squeeze.. 

7. Allowing BSB to operate ae an ALBC in BellSouth' e 

incumbent: monopoly eervice area witho,•t being eubject i:o 

Bell South • a ILBC obligat ions allOWlll BellSout 'l to c ircumvent ehe 

requirements of the Act , including the resale ~ricing regulaeions 

of the Act. and aubjecta MCI 'to unfair caupet it ion. The linkage 

between retail and wholeaale pricing aa enviai ,ned by tbe Act would 

be broken and conaumere would be <1enie<1 ~he beoetita which 

competition ahould b ring . Further, competition would be ~de<! 

and MCI would be harmed by being denie<1 competitive access to c.be 

Florida local telephone market aa mandated by the Ao;;t. 

e. The Act "provida[a) for a pro- competitive, deregulatory 

national policy trameworlt deaigned to accelerate rapidly private 

sector deployment of advaAcad telecoamunicatiolltl and information 

technologies and aervicu to all Americana by opening all 

3 



telecommunicatioa. markets to competition.· H.R. Cont. Rep. No. 

104-458, 104da COng. , ~~~~~ Sees. 113 {1996) . con5 ·ests , however, 

recognized that l ocal CClQIPetition could not deve.!.op unless new 

entrants were attord<ld access to the bottleneck local ex~".hange 

facilities that incumbent monopolies had conetruoted over decades 

with funda obtained from captive ratepayers . Becal.lie no nev 

entrant could real.utically compete in all markets through the 

e.xclusive use or its own facilities, and because Congress 

recognized that shared use of bottleneck facilities was sometimes 

more efficient than duplication of those facilities . the Act' a 

scheme for facilitating local competition consists largely of a eet 

of affirmative obliga.t~ona on incumbent loc"t.l ca=iera to make 

their facU.ities and services available for purchase or lease by 

new entrants. 

9. One euob means of entry that .:.e particularly relevant to 

the underlying clatm. is a requiremant ~~sed on ILBCs to permit 

competing carriers to purchase at wholeea \e rates the :tLBCe' 

existing retail telecommunications services. Resale has been an 

integral part of the thriving CClQIPetition in the long distance 

markets for more than a d.ecade. It is important in opening up 

local monopolies to CClQIPetition because it involves the lowest 

initial coats and associated rislul tor potentia.l c(lCIIpettitors. The 

imposition of this duty on BellBouth enables new entra.cts to otter 

competing local telephone service by giving new entrants the right 

to purchase at wholesale rates tho service that BellSouth provides 

over ite local network taciliti••· then resell those services to 

the new entrant's own customers. 

4 
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10. COOgre.• undentood that XLICII "' ald retain etrong 

incentive• to obetruct their proepective c~1titon' errort:• to 

enter the local market. xn particular, Congre•• recognized tbar. 

allowiog It·SC. to dict.ate tbe rate•, texma, and conclition1 upon 

which their prospective competitor. may acce11 the I~ICI' 

bottleneck raeiU,tiee woul4 ltifle eOIII)etition juat a1 1urely as 

1tatutory or ri!Jlllatory re1trictio.n1 on entry. Therefore, the Act 

containe a number ot provi1ion1 lpaoitically de1igne<S to prevent 

incumbent• from actiDg on their built · in incentive• to price new 

entrant• out ot the -rltet by charging =-•onabla rata• or 

impo1ing u.orea1on&ble raetrictiontl a.n4 di•criminatory condition~ 

tor interconnection, network alemantl, reaale or incumbent 

aarvicea, and other ltatutorily "!IIDdlte<S toCIIII ot canpetitive 

accea1. 

11. Tba 1996 Act retlecta Conl)'t'ell 'a recognition that 

competition in the local telephone marke •. would take yean to 

develop (and in 1ome areal might nor develop at all ) it l ocal entry 

required -c:b new entrant to nplic:atu tbe local 1ervice1 

intraatructure network. Accordingly, Sect l on 251(b) ot the Act 

i.alpo111 varlou1 dutiea on all LICI including , among ot.har tbin91, 

permitting reaale ot their ••rvica1. Section 251(c) ot the Act 

impoeea addlitioc.a,l. dutiee on incumbent ~BC• which are defined under 

the Ac::. ea tlloea LICI that, on tbe date the 19!16 Act wa1 enacted, 

provided telephone exc:bange earvica and were deemed under certain 

regulation") ot tba Federal Ccmnmicationa camtadon (.CCI t o be 

members ol: tbe exchaDge :&rrier ueociation. 47 u.s.c. Sac. 

251 (h). BellSoutb i1 an rLIC within tba meaning ot the Act. 

..... 5 



12. Aalong the additional duties i 90eed by the Act, I LICe 

have the duty •to offer tor resale ,\ t wholesale rates any 

teleccwnmi cationa service that the carrier provides at retail to 

eubscriben who are not teleccmmmicatione carriere . • • • Section 

251 (c) (4). The Act l!urtber probi.Dite ILBC. fran imposing any 

\lllreaeonllbla or d iacdminatory conditioM on tbc reeale ot eueh 

services. Sec. 25l (c) (4) (8). Section 252(dl (3) of ~e Act, in 

turn, mandatee that the wholesale rates charged under Section 

251 (c) (4 ) be baaed on retail rates le.. "the portion thereof 

attributable to any marketing, billing, collection, and other coste 

t hat will be avoided by tba local exchange carrier" i.n providing 

~e earvicae at wbolaeale rather than retail. In order to eneure 

that thie important obligation continuo• to apply to local 

monopolist• notvitheta.n4ing any eubeaquent corporate reetructuring, 

Congress provided that thie obligation ~'ld the other obligatiOIUI of 

an ILBC WO\Ud conti.nuo to apply to an ILBC '1 "eucceeeor or aeeicm. • 

sec. 251 (b) (1) (8) (ii). 

l3. Si.nc::e the wholesale rate is ba81K on a discount off of 

the monopoly ' s retail price, new entrants uei\'9 resale cannot exert 

competitive pree.ure on the wholesale rate Indeed, if rhe 

incumbent monopoly raises ita retail rate, tbe wholesale rata will 

necuaearily increaea proportionally. If BSB is allowed to reealo 

Bell South' • eervicfle in BellSouth' s territory, ALICe relying on 

reeale still will not be able to influence tho wholesale rate, but 

the wholesale rate will not be linked to BSB'e retail rate. Thus, 

ALBee will !be •ub:leot t~ price equeaaee and unfair CQIIII)etition. To 

merely break even, a new entrant cnuet charge enough to cover both 
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BallSouth' a vholeeala chargee plus the new ent ant' e own operating 

expenau. u BSB c.bargee only enough to covel cheee coste, -'LaC. 

will not ~ &bl• to earn • profit competing against BSB even it 

they are juat u efficient or even more efficient. &SB can l!:eep 

competitor• out or the resale marut by selling at a price that 

merely covert! ita coete, while BellSoutb continues to mel!:e profite 

orr or botb 1~ retail a.o4 wboleeale eervicee. 

14. :E:t BSB ia allowed to reeale BellSoutb' • aervicee in 

BellSoutb'a territory, not only would competitors bo effectively 

locke4 out or the resale 11111rl!:et, but the •jority ot con.~re 

would be prevented from benefiting from any love:- pricee that 

competition does bring. onder the etatutory scheme created by the 

Act, ae BellSoutb lovers ita rsta!l rata in response to competitive 

pressures, euch ae competition fran AL.BCe using their own 

facilities or unbundled network elelh..'nte, all customers in the 

eervice category benatit from lovere4 rates. Having a BallSoutb 

ALBC, however, would relieve BellSouth of any incentive to ever 

lower ratea. Any ~ of a service c1tegory who an likely to 

move to competing carriere, tor ex•mpl,, bigh·en4 reeidantial 

cuetomere, could be targete4 by BSB, while 'lellSouth' • retail rates 

tor tbe remeiniDg customers stay the same or even increase. 

§JJJISTANTXAL P!TRBI8TS OF MCI 

15. The substantial interest• ot MCI are affected by any 

Commission action granting 88T or ita affiliates a certi ficate u 

an alte.cuative local exchange provider that allows BellSouth to 

cirCWIIVant the requireante or the Act. 'Mie Act repreeente 

Congrsee • atteqlt to carefully b&la.nce a nWIIber of C()q)ati'lg 
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interests. One of the tDajor thrusts of the Act is that a new 

entrant, such ae MCI, baJt a right to buy BellSot :-.h' a retail 

services at a wholesale discount eo that it can compete against 

BellSoutb. HCI is harme<1 by being denied this right to effectively 

compete by means of reN1e an4 ie harme<1 by any action which allows 

BellSouth to circ~ent its obligations to MCI under the federal 

act. MCI ia haxme<1 by being subject to competition fr0111 a 

BellSouth affiliate which ia not required to comply with the 

obligation~~ of an ILBC, including the obligation to resale its 

retail services, wban the affiliate ie serving in !the service 

territory of BellSouth. 

IN01tN ISStJBa OP t?.TQIAJ, PACT 

16. MCI a .. u.mee thae BSB will ~iapute MCI ' a a .asertion that 

allowing BSB to operate as an ALBC in the service territory of 

incumbent BellSoutb would allow BellS<.•tt:h to c irCUIIIVent its 

obligations as an ILBC under the Act. MCI ~saumes tbae BSB will 

dispute MCJ: 's aosertion chat allowing BSB to 'P8rate a.s an ALBC in 

the service territory of incumbent BellSoutt. would subject MCI to 

unfair competition. MCI assumes that 888 ~ill dispute the anti · 

competitive effects of price squeszeo. 

STATQTRS ApTBORXZINQ RBLXBP 

17. MCI is entitled to relief under Chapter 1.20 and Chapter 

364, £florid!& Statutes, Chapter 25-22, £florida Adminiatraeive Code, 

and the ~·elecOII'fi'Amicationa Act of 1996. 
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CERtiFICATE Of SBBVICE 

I HEREBY CERTIFY that a copy ot the toreqolng waa turnlshod 
to t.ho following parties by U.S . Hail this l1SJl day ot Novo& her, 
1997. 

BellSouth BSE, lnc. 
Patricia Cowart 
2727 Paces Ferry Road 
Suite 1100 
Atlanta, GA J03J9 

Kim Pefla 
Florida Public Service eo .. iaeion 
Division ot Legal Services 
2540 Shuaard Oak Boulevard 
Suite 370 
Tallahasaoo, FL 32399 

-·· (...,..,..co. 

Martha Brovn 
Florida Public Service co~miaalon 
Diviaion ot Legal Serv ices 
2540 Shuaar d Oak Boulevard 
suite 370 
Tallahassee, PL 32399 

--~--·--~--------------------------------------


	8-8 No. - 363
	8-8 No. - 364
	8-8 No. - 365
	8-8 No. - 366
	8-8 No. - 367
	8-8 No. - 368
	8-8 No. - 369
	8-8 No. - 370
	8-8 No. - 371
	8-8 No. - 372



