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Docket No. 911056-TX 

Filed: January 30, 1998 

BEt l $0lffil BSB. INC.'S NOllCE OF 
FJ!.INO TESTIMONY OF ROBERT C SCHBYE 
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CERTIFICATE OF SERVICE 

I HEREBY CBR11FY lha.ca copy of the foreaoina NOTICE OF FILINO. ~MONY 
OF ROBERT C. SCHBYE wu filmiJbcd co the following parties by Unlccd Slalet .WI or hand 
delivety thls ~y of Jlll\lal)', 1998: 

By Hnd Ddlvuy co: 
Manba Camr Brown 
Divi&lon ofLeg.al Servicet 
Florida Public Service Commluion 
2540 Shumard Ollk Blvd., Room 390-M 
Tallabaw.c, FL 32399-0SSO 

Joseph A. McOlothlin 
Vicld Gordon Kaufman 
117 S. Gad5den Street 
Tallal.assce, FL 32301 
Co11115el for Florida Competitive Carriers Aaodatlon 

Riclwd D. Melton 
Hoppina GIUD Sams .t Smith 
Post Office Box 6526 
TallahiiSSCC, PL 32314 
Counsel for MCI TclecommunlcatloDI Corp. 

Robcr1 0 . Bca1ty and Nancy B. White 
clo Nancy H. Sims 
I SO S. Monroe Strcc1, Suite 400 
Tallahassee, FL 32301 
Counsel for BciiSouth Telecommunications, Inc. 

Kenneth A. Holllnan, E.tq. 
Rullcdl!e. Ecenia, Uodcrwood, 
PumcU .t Hoffman, P .A. 
P.O. Box SSI 
TaiWwsee, FL 32302 
Co11115el for Tclcpon CommWiicatloDI Oroup, Inc:. 

Peter M. Dunbar, E.tq. 
Barbara D. Auaer, E.tq. 
Pennington, Moon, WlllrintOo & Dunbar, P .A. 

P.O. Box IO<m 
Tallahassee, FL 32302 
Counsel for Time Warner AxS of Florida. I..P. 
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By U.S. Mall to: 
Thomas I( Bond · 
MCI Telecommunications Corp. 
780 Johnson Ferry Road 
Suite 700 
AtlaniB, OA 303~2 

Michael McRae, Esq. 
Teleport Communications Oro up, Inc. 
2 Lafayette Centre 
1133 Twenty Flnt Street, N. W. 
Suite 400 
Washinaton, D.C. 20036 

Carolyn Marek 
Tune Werner Communications 
Post Office Box 210706 
Nashville, TN 37221 
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BBU.SOunt BSE, INC. 

1ES liMO NY OF ROBBRT C. SCHEYE 

BBFOR£ nm FLORIDA PUBLIC SBRVICE COMMISSION 

DOCKET NO. 91·1056 

PLEAS£ STATB YOUR NAMB AND ADDRESS. 

My name Is Robert C. Scbe)'e llld my business lddraa Is 2727 Peces Feny Road, Suite 

1100, Atlanta. Georgia 30339. 

BY WHOM AND IN WHAT CAPACITY AR£ YOU EMPLOYED 

I am employed as Vice Presldall, SuppUcr Development IDd BUJineu R.elations for 

Bel!Soutb BSE,Ino. ("BSE''· 

PLEASE OIVB A BRIEF DBSClUPTlON OF YOUR BA :KOROUND AND 

EXPBRJBNCB. 

I have thirty YCIB c:xpcrlencc ln the lelecommucJc:ations inc UJtry, of wbicb 1e11 yean has 

bcco with BeiiSouth. Prior IOthall worbd whh AT&T IDd c&P Tclcphono Companies 

(now part of Bdl Atlantic). During that period of lime I have be.ld aeveral rcauJa&ory IDd 

Plannirti positions. Most rcccntly,l have bcco involved in BciiSouth meeting hs 

responsibilities under tbe Telecommunications Act of 1996. My prior Rspon~lbllltlct 

Included t.hc dcvdopment of acccu cbaralls In GCCOrc:IAncc with tho Modification of Final 

Judgment. 

·1· 
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WHAT IS 11iE PURPOSE OP YOUR TES11MONY? 

Tho purpo10 or my testimony iJ to wpport the application of Bell South BSE, Inc. for an 

altcmm: loc:al exchange camer (ALEC) ccrtificate 10 provide SCtYice in ll1e Slate of Florida. 

BS.E filed an appU~on for ccrtifieatioo u an ALEC in the 11atc of Flori:da oo August IS, 

1991. Opon SII.!Trccommcndatloo, the Commission voted WlAilimously 10 appro~ the 

certificate in the Rtgular Aacncla session on October 7, 1997. On November 17, 1997 MCI 

aod the FCCA filed procesta. At the January 7, 1998 Staff Workshop for issues 

idcntiflcatiQD, it wu dccidod that the seope of these proceedings would be limited 10 two 

iasues: 1. Should tbc Commission grant BSE a llllttWidc ALEC certificate and, 2. If the 

Commisslon griD1S BSE a staleWid.c certificate, should the Colllllliuion impose conditions 

or obUptloos not Imposed on other ALECs. I will addl1:ss the two Issued ldeotlfied in that 

worlcabop. 

IN UGHT OF THE PROVISIONS OF Tim W .ECOMMUNICA TIONS ACf OF 1996 

AND CHAPTER 364, SHOULD THE COMMISS\ ON ORANT BELLSOlml BSE A 

CERnFJCATE TO PROVIDE ALTERNATIVE U>CAL EXCHANGE SERVICE 

PURSUANT TO SECTIONS 364.335 AND 364.3.17, FLORIDA ST A lUTES, IN THE 

TERRITORY SERVED BY BELLSOlJTH TELE01MMUNICATIONS,INC. AS lHE 

INCUMBENT LEC? 

A. Yes. FLA. STAT. Ch. 364.337 (1) smtcs, "Thccomml.aion aballpntaccrtlfkatc 

of authority 10 provide allcmstive local cxdlaoge &erviee upon a abowins t1w the applicant 

bas suJlicieot tcchnlc:al, fiaanclal aod m&DIIgerW eapebillty 10 provide SUICh service in the 
# 

f,COIIJlllllhlc an:a pcQIPOSCCI 10 be saved .•.. It is the intent of the J..eajJl&ture tlw the 

·2· 
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Q. 

COI1IIJlb;slon ect expeditlously 10 grant certificates of 11utho ty under lhiJ soct1on and that 

the I!!!!! of c:enificalcs not be llff'CI!ted by the application ol any criteria Ollhcr than that 

-f!c:et!y auJ!!I!"AUXX in~lh!J &ubllection." (emphasis eddccl). Obviously since the 

proCeslaS II'C DOt protesting SSE be 8f11llled II certificate 10 provide altcrn.atl~ local 

cxc:bangc lllfVice ouuldc Bel !South Tclccommunieations service area. they lldmit that SSE 

has "•fficlcnt lciC:bokal, finandaJ and maMgeria1 Clpllbility 10 provide the rmrlce. Since 

that Is tbeiOlc criteria outlined In the atatutcs on which the dc:clslon Is 10 be based, the 

CornmiJiioo lhould grant the certifiCIIC for the enllrc geographic area proposed 10 be 

teM:d. 

In additioo, the 1996 Act SJ*Ifically llddreaJCI tho sliUitlon when 1 company that Is an 

aff.lllatoofao lLEC povldea local e:xcbanac service in the l&lllC serving lcniiOry u the 

fLEC, Sectioo m (c) ltltcs that the ILEC must "fullUJ aey request~ from an unaffiliated 

entity for telephone cxcfttnat service IDd cxchan.--e access wilhln 1 period no longer than 

the period in wblcb it provldeuuch •.• [sc:rvicos) .•• 10 ll'sclfor 10 its a.ffilialca. • (empbasiJ 

added). Further, Section 272(a) clearly permits the affill.cc ofa SOC w provide 

telephone exchange services it the SOC permits other crtltics 10 IIWkd and sdl its 

ICl'Yices as well Obviously, it the 1996 Act did not cont< mplate that such ectivity might 

like ple;ce, there would have beeo no oced 10 adopt such p11 Nisiocu. 

IS THERE A PRECEDENT OF ALECS AFf1LlA TED Willi AN (LE.C BBI'NO 

GRANTED A~ORITY TO PROVIDE LOCAL EXCHANGE SERVICE I'N niE 

SERVING TEIUUTORY OF ITS AFFlLIATBD ILEC? 
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A. Yes. Mlllly compenlcs which own ILECs hllye established aflil led CLECs. A quick 

analysl.s indicates that Sprinl. GTE, Ameritceh aod Southern Ncr • Enatand Telephone 

("SNB11"') all have cstabUsbed CLECa. Exhibit I 1o this testimony swnmarlzcs !hose 

swes where CLECa that are a1liliatcs ofiLECs have been anantcd a certificate ln tho 

territory JerVCd by the ILEC. In everJ case where the eircwnsl:anccs were aimllat 1o 

BSE's request here in Florida, the urtificalc bas been granted. 

In Florida. Order No. PSc-97.Q22.2.FOP-TX issued Ftbnwy 2.4, 1997, OTB Card 

Services IDe. dlb(a GTB I..ooa Oimnce IDe. was grmtcd authority to pcovidc allemllivc 

local achanr lelecocnmunlcat services ltllewido. Prlor to that, Order No. PSC·95-

1602-FOP· TX laucd December 21, l99S granted Sprint ~~mropolilm iNttworb 

aaleWide llltbority to provide alternative local cxchUigc teleeommunlealions acrvicq. 

Tho~~ "Secdon 364.337(1), Florida Statutes, requires us to a;ranta ccrtiflcalc to 

JlRivlcled altonlltive localacbanac tdccommunla.!lons scrvloe upoo a ahowina thai the 

appUC&nt bas su1ftdent technical, finiDcia1, aod miDISO 'al capability CO provide JIICb 

acrvioe· in the SCOiriPhic m:a popotcd to be sezvcd." (ant Qasls added). 

After '-ring all puties. the South. Carolina Cocnmbsloolwucd Ordct 'No. 97-1063, 

dated f>eocmbc:r 23, 1997 (l!tadwlas Exhibit 2) granting &. ;E a ccnl1kale to provide 

local ICI'Vloc:. ln punmary, tbe South Carolina Commlaloo found that IIJ'IIllhla the 

ccrtifacalC "will not edvenely impact the availability of affordable loc:a1 cxcbanp 

service" aod "docs not otherwise acMudy impld the pubUc inlttcst". In rcspoDJC to 

MCJ'a argument that as 1n affillm of 1n ILEC, BSB could not provide lOcal scrvloe in 

BSTa teJ 1tory, the Order simply Slates: "We diagrcc. • MCJ flied a Petition for 

' Rehearina or R.cc:onslderallon wh ch the Commission Dismissed on JaniW)' 27, 1998. 
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Q. 

A. 

Q. 

A. 

Additionally, 011 January S, 1998 the edminlstnUive l11w judge that conduc:tcd the BSF. 

certificatioa hcarina iD Alabama rocommctldcd that BSE's certiJ •·lite be granted. 

HA VB ANY CBR11FICA TES BEEN GRANTED WIT1i LlMIT AllONS? 

Exhibit I summarizl:s twenty-one Instances wbetc ALEc. have been approved iD the 

tcrrilory served by their afJDialcd ILEC. Tbetc have only been two lnslanca In lhe 

nation (OTB ID Tcxu and OTB ID Michigan) that the Commission placed limitations on 

the ALEC certificate. Tbc limlt.at.ionJ were based on tltuatlons not existent In Florida. 

IN LJOHT OF ntE PROVISIONS OF ntE TELECOMMUNICATIONS ACT OF 1996 

AND CHAPTER 364, IF nm COMMISSION GRANTS BELLSOUlli BSB /1. 

CERTIFICA TB TO PROVIDB ALTBRNA 'l'JVB LOCAL EXCHANOB SERVICB IN 

ntE TBR:RJTORY SBRVBD BY BBLLSOUTH TELECOMMUNICATIONS, INC. AS 

ntE INCUMBENT LEC, WHAT OONDmONS "R OBLJOAllONS, If ANY, 

SHOULD ntE COMMlSSlON IMPOSE? 

BeJISoulb BSE abould be allowed co oj)Qlllc Wider the lllllC conditions or obllglolions as 

all other ALECIID tho 11m of Florida. The Rules of 0.. Florida Public Service 

Comm.iaion, Chapccr 25-24, Put - XV, "Rules Oovcmit<a Telecommunications Service 

Provided by Allemltive Local Exchange Companlcs" provide the conditions under which 

an ALEC may opcnre in thc 11a10 of Florida. 

, 
reaularory ovenlaht over thc ~. ofbulc local cxdwlac tclccommunlcatlons 
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Q. 

service provided by a cettlfica10d alternative local exchAnge tclcc:ommwlications 

company ... for purpoteS ofescablishing reasonable rervice quality a 'luin. assurina 

raolutton of service complainll, and ensuring the falr treatment of 1 I 

telecommunlcatlons providers in the telecommuniullons markc:cplace." Clw-ly the 

CommiJsion bu the rcspooslbUily and the authority 10 lnsun: aplnst any 9Qtenllal batm 

10 competition or 10 CIISIOmallhat mipl occ:ur. Therefore, additional >COnditions o.n 

BSB'a cccrtifietdon IU'C not .,....,ed 

The provitdons of the 1996 Act and the regulations adopccd by the FCC provide 

edditiomal Afcpan!J. Sections 2S J and 252 of the 1996 Ac:c require the ILBC 10 treal all 

CLBCs on a~ b.sis. Theae provillons eos~~n~lhat BeUSouth 

Tclen m.muaieltioos CNIDOt provide eny .Jventage In the ':!Wketpi11Ce10 BcllSoulh BSE. 

The IIIJiliiiiClllS made by inlcrvenol'lto this Conunillloo that BeDSouth BSE mlgbt 

eag.qc In dlaeriminlllon or ctOIHObsldy wm: a1Jo prcacnted to the FCC. The FCC 

foWJd theac arawnents 10 be "llpoeuJat!vc• and ·~.~persuasive.• FCC Order No. 96-149 

at piii'L 314. The FCC coDCludcd "In sum. we find D.' basis In the roco.rd for coocludlng 

that competition In the local nwtet would be banned i. ·a Section 272 aflUiatc otrcn 

local cxoMnsc ICrYioc 10 the public that iJ slmllar 10 lc cal exobangc xrvice offered by 

tho BOC." FCC Order No. 96-14911 para. liS. Add donally, the FCC wrote that the 

"!net eased Oex.ibillty resultlni fiom the ability 10 JICOVI ic both lntcrLA T A and local 

services from tho same entity ~ the public: intcrest" by encollnlging such en affillalc 

10 ~provide iMOVIItlve DCW roerviocs. • Jd. 

D"JES THJS CONCLUDE YOUR TESTIMONY? 
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BELLSOUTH BSE. INC. 

'IESTIMONY OF ROBERT C. SCHE" E 

BEFORE niE FLORIDA PUBUC SERVICE Ct :<AMISSION 

DOCKET NO. 91· 10S6 

PLEASE STATE YOUR NAME AND ADDRESS. 

24 

My name is Robert C. Scheye and my business~ is 2727 Paces Ferry Road, Suile 

II 00, Atlanta, Occqia 30339. 

BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED 

I am employed u Vice Pmlclcnt, Supplier Development and Busi.Deu Relations for 

PLEASE GIVE A BRIEF DESCRIP110N OF YCUR BACKGROUND AND 

EXPERIENCE. 

I have thiJ1y yean experience In the t.elccommunltab ons lndUJtry, of which ten yean hu 

been with BeUSouth. PriorlO that I worked with AT&·T and C&P Telephone Companlc~$ 

(now pan ofBell Atl.&utic). During tha1 period of time I have held sev.cral rqulalo•J and 

planning positlo111. Most m:ently, 1 have been lnvolvod In BeiiSouth mc:etlns its 

responsibilities under the Telccommunlcatiolll Ac:t of 1996. My prior responsibilities 

inc:luded the development of aecess cflaraes in eeconianc:e with the Modification of Final 

Jucl~.ent. 

·1· 
oocu~£ •1• <; ""~ ·, : • • £ 

0 162 7 JtN~G ;;; 
.. ... - · 1·- ··~ ..-( "" ' ,:; ·r::\ - ... 
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WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my t.csdmony b 10 ~uppon lbc appi~Qlion of BcllSoulh BSE. l"'- for an 

allema'IC local exch&nse carrier (ALEC) ccttific:ale to provide Je!Vicc In the aute of Florida. 

BSE filed 111 applicllion for c:atlfic:atioa as 111 ALEC in the IUIC of Florida on A\I&USI IS. 

1997. Upon Stalfrccommaldallon. the Commission VOICd Wllllimously 10 approve the 

c:atifiCIIC In the Rqubr Aaenda session on Ol:tobcr 7, I 9'17. On November 17, 1997 MCI 

and 1be FCCA tiled procesta. AI the JIIIUIIY 7, 1991 Staft"Wocial:lop for Issues 

identifketlon, it WIS dcc:lclcwt IbM the JCOpC of ~lao Jlll'l cceclinp would be llmhod 10 two 

Issues: 1. SbouJd the Commlaica pnt BSB a au: wide ALEC c:at1fica&e Ind. 2. If 1be 

('«nmiaica pmll BS£ a • · c w\de ccrtiflcaiC. sbould the Commission impoee cooditioos 

or obll,pllons not lmpotod on other ALECa. I wUJ lddtas the two luucd ldcntlfiod In thai 

IN UOHT OF 1liE PROVISIONS OF 1HE "JEI.£'"X>MMUNICA TIONS ACT OF 1996 

AND CHAPTER 364, SHOULD 1H£ COMMISSION l1RANT BI!LLSOU11i BSE A 

CERTIFlCA"m TO PROVIDE ALTERNAlTV£ LOCAl. EXCHANGE SERVICE 

PURSUANT TO SECTIONS 364.335 AND 364337, fl ORJDA STATUTES, IN 1H£ 

TERRITORY SERVED BY BEIJ..SOU11i TELECOMJ..'UNICATIONS, INC. AS 1H£ 

INCUMBENT LEC? 

A. Yes. FLA. STAT. Ch. 36<1337 (1) Slala, "The commiuioa ~ pant a c:atlticatc 
. 

of autbority 10 provide allenlllive local exdllnp acrvice upon alhowlnalhal the applleant 

has suftic:lcnt tec:bn1cal. 6nandel and ~ capobilll}' 10 po~ JUCh JaVIce In the 

8coara! Ilk area pop:=lod 10 be KrVccl.... It IJ the inlt:nt of the LeaiJ1arurc lhalthe 

·2· 
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26 

Q. 

26 
oommiJsioa 8Cl expeditiously 10 pw catifiCIIIcS of awhcrity under !his ICICilon and lhal 

the ll'!lll of c:cni'ic•rt not be aft'ccced by the aeplicalioa of MY crilaia othct than lhal 

!p!Ciftca!lr enwwc 'ed In thla !IUb!!ctlon." (empbuit ldde 1. O!Moualy alnoe the 

prot.clltCn are not pcO' '''na BSE be pnled a c:cnificaSe 10 .~vide ah.enwive loc:ol 

exchanae service outside BeiiSoulh Telec:ommun.icalions terV!c:e area. they admit lbat BS E 

hu JUf!icicnt wbnlc:eJ, finwlal and manaaerlal capability 10 provide the aervlc:e. Since 

lhal iJ the de crilaia out1incd In thc Jlatlltcs on wblcb the deciJioa is 10 be bNcd, thc 

Comm1alclc lbould pit thc c:ertlficale for the Clltim aeoarl!pblc: area pcopoted 10 be 

Jen'eCI. 

lD additioo, tbe 1996 Act spec:lflca!Jy addtalcs thc li!Uatloo when a company lhal iJ a11 

aftil.iete of 1ft ILEC provlda local ex.cbanac ac:rvice iD tbe same acrvioa tcrritoty as the 

ILEC. Sec:doo 272 (c) staralhal the ILEC m111t "t'uldll a~~y reqiiCSII &om 111 :.:naffillaled 

enllty for tclephooe '"'Cbanae eorvlce and c:xc:hanae acceu within a period no I oilier lban 

the period iD wtddllt provlda IIICb ,.(IC!VIort), . 10 iuclfor 10 Its aftlllales. • (empbasla 

added). Further, Sectim 272(J) clearty pcrnJts lhe aMH11e of a BOC 10 provide 

lelcpbooc "'Vbeap la'Viocalftbe BOC penni IS o'bercntlllca10 marbt and Kll its 

Kt•ica as well. OtMous1y, lf the 1996 Act did noc CODI.C:mpllle tbet lldi8Cllvity mlaht 

cab place, lbae would bave boeo no oeod 10 ldopc JUCh provial001. 

IS 1liiER.E A PRECEDENT OF ALECS AFF1LIA T,m Willi AN ILEC BEING 

ORANTBD AU11{0RITY TO PROVIDE LOCAL EXCHANOI! SEavtCE IN THE 

SBRVINO TEJUUTORY OF ITS AFFILlA TBD lLEC? 

• 



27 

1 A. Yes. Many Q)lftpuUCS which own ILECs have CSI&blhbe·l affillaled CLECs. A quick 

2 analysis lndleascs that Sprint, OTE, Ameritecb a.nd Southl·m New Pngland Telephone 

3 ("SNET") all .bavo C111bllshcd CLECs. Exhibit 1 to this testimony 1Ul1llll&tiz.es those 

4 statea wbetc CLEC1 tbat ~affiliates ofJLECs have been granted a certificate in the 

5 terri lOry ICI'VCd by the lLEC. In every case where the ciraunstanca wa"e similar 10 

6 SSE's requcs1 bcre in Florid'l, the certificate bas been pmted. 

7 

8 In Florida, Order No. PSC-97-«W-FOP· TX laued Febnllly 24, 1997, OTB cans 
9 SeMces Inc:. dlbla GTE Loaa Dlltaoco Inc. wu panted authority 10 provide alternative 

10 local ~cbanao ttlccommlllllcatiODS savlces swcwide. PriOf 10 thaS, Order No. PSC.9S-

11 1602·FOF·TX lauod December 27, 1995 armiOCI Sprint Metropollt111 Netwofb 

12 statewkk aulhorily 10 pnlvide a1tanalivc loc.l exc:banac tclccommunicatiODS services. 

13 The order~ "Section 364.337(1), Florida SWIIICS, !'CCIIIiM us10 crmt a oatificate 10 

14 provided altc:malive local exrbanil' tcl~ualcallOOJ service upoo a lhowiJ:Ia that the 

15 ~ppUcant bas IUftlc:leol tll!!hnlcal, fiNMl•l, 1DJ Ulll\llerial capability 10 provide such 

16 savlce in tbc acogrlpbic: aza proposed 10 be ser¥."d." (emphasis ldded). 

17 

18 After bcaiDa all pertlcs, the Soalh Carolina Comnillion laued Order No. 97·1063, 

19 daiOd December 23, 1997 (l%1aebed u Exhibit 2) a"'..llina BSE a certl.flcate 10 provide 

20 local aervlce. In 11unmvy, the South C&rollna Commjasion found tba1 pan~ tbc 

21 certificate "will ootldverscly Impact the availab!llty of lffotdablc local excfwlac 

22 service' r.od 'docs DOC otbclwlao ldverscly imped tbc public: iatcrest'. In Jespot'IU 10 

23 MCI'IIlJIIIDCill that u an affil!t•o of an ILEC, SSE could DOC Jll")vidc tOcal fCI'Vi.ce in 

24 9ST's1Ctritory, tbc Order simply IIUlCs: "We~-· MCl filed • Petition for 
' 25 R.ebearina or Reconsldn atloa which the Comm.ilslon Dismissed on January 27, 1998. 

_j 
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Additl'OII&IIy, on JII\IIII'Y S, 1998the ldmlniatratlvc law judge lhat conducted the BSE 

certiOcalion baring iD AJablma I'CCOillmCtldcd that BSE's Qt•tiflcate be &!'lilted. 

HAVE ANY CER11FJCATES BEEN ORANTEO Willi UMITA TIONS? 

£xhlbit i IIIIIIIDirizles rwcoty-«JC lnsii.DCCt where ALECs have been approved in the 

territory ICMid by tbelt affilllted ILEC. Tbcrc ba\1'11 Ollly been CWO iMt•rya iD the 

Dillon (OTB In Tcxu and OTE In Michlpn) that tbe Commiaion pllcecl limiution.s on 

the ALEC ca1i1icale. The limlwiool were bucd oo slb1llions oot e:xiJtcnt in Florida. 

IN LIOHT OF niB PROV1BIONS OF niB TBt BCOMMUNICA TIONS ACT OF 1996 

AND CHAP11!R 364,lF niB COMMISSION ORANTS BELLSOUlll BSE A 

CBRtiFICATB TO PROVJDB AL"''ER.NA TtVB LOCAL EXCHANOE SllRVICB IN 

niB TERJUTORY SERVED BY BELtSOuni TEJ.fCOMM\JNICATIONS, INC. AS 

niB I!NCUMBENT LEC, WHAT OONDmONS OR OBUOA TIONIS, lF ANY, 

SHOULD THE COMMJ.SSJON IMPOSE? 

Bei!South BSE lbould bo all~ 1.0 opem.c Ulldcr tbc AmC conditious or obtiptioos as 

all ot.bct ALEC~ In tbe lUIIe of P1orida. The Rules ,r tbe Florida Public Semcc 

Commlaloa, Qapru 25·2A, Pan-XV, •Rules Oo vcmlna TcJCM~DmUDicatlobs Savlcc 

Provided by Altanatlvc Local Exc:baoa.o Compan!Cio" provide the coodlllon.s wxicr which 

an AL£C 1111)' oper.re In tbe state of Florida. 

The Florida Statuttt, Ch1P4« l6U37 (S) 11a1t1, "The commlulon lhall blvo contlnuln11 
' 

~llory ovatipt OYU the proviJio."l or basic Jocsl CXA:banJe ldecommwlications 
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service provided by a certificalcd allemltive local exclwlae telecommunications 

company ..• for JlUtPOSCS of es&ablilhin& ru.sonable ICI'Vice quality •:rile:ria, usurina 

resolution of., rico compi&Uits. IDd mswina lbc r.ir II'Citmml o ·Ill 

lclecommunlcations providcra in tbc telecommunlcatioos marlcetplace."' Clearly the 

Commission bas tbc rapons.lbility and tbe authority 10 bsure aplnlt any potenllallwm 

10 eompelltion or 10 CllfiiOmellthat mieht oceur. Tbeteforc. additional coodltions on 

BSE'a ccttificatloo are DOl noeded. 

The provisloot oftbc 1996 Act and tbc reauJations adopted by tbc FCC provide 

ldclitional Afqllll'ds. Sectlooa 2$1 aad 2$2 oftbe 1996 Act require lbe ILEC 10 tre11 all 

CLECa on aiiOIIdltcriminl buls. Tbcle proviaioiiS =sure that BeUSoutb 

Telocommunicalioas CGliOt provide 111y edVIDiap In tbe mvkelp18Cc 10 BcUSol1tb BSE. 

The 1J8111DCU1 made by iula va10r110 thb Cnnmlnlon tbat BeiiSoanh BSE mijht 

a~P&e In diacrimiDition or c:rotfoll•t.kly lrin abo pc11 eM 10 1be FCC. The FCC 

fouud tbcse IIJPIDICUIIIO be "JpeCQ}atiW' and "ooo-pcnuuive. • FCC Order No. 96-149 

at para. 314. Tho FCC eoadudcd •In 1\11:11, we lind •'0 buls In tbe leCCIC'd {or coocludJ.oa 

tbat cocpetilioo In the loeaJ mubl would be bumed l ' a Section 2n llffllialc olfera 

local acdvmao acrvloe 10 tbe public that IJ limilar 10 10' a! excbanae acrvloe offered by 

the soc.• FCC Order No. 96-1491l para. 315. AddUoaally, the FCC wrote that tbe 

"iomued flexibility .ault!na Crom the ability to provi. w both lnterl.A T A and local 

services ltom tbe AmC al1ity aves the public ~.n~aut• by CIICOIIrqln;a IIICh 111 amtiate 

DOES THIS CONCLUDE YOUR TESllMONY? 
' 
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1 8Y xa. JIULYI 

Q Mr. SChaya, vould you pleaae briatly 

3 auaaar1&e your te•t1aony tor the co .. 1aa1on7 

Today -·re hera to 4iacuaa Bellsouth 881'• 

5 r~aat tor oertification in tha atata ot Florida. 

6 CCMIUIIIOJfD CLU&I Are - doing juat 

7 direct or direct and rebuttal? 

8 

!I 

10 

ll 

12 

13 

14 

... :au!.lfl Di.ract • Rebuttal will go later? 

Ia that okay? 

COIOUIIIOliD CLUJ: I It ' s okay with -· Let 

- juat aak a quaation. On Pac;a 10, Lina 18, 

ahouldn't "aabla" ba "-pla"? 

WI~ .. 88 80BIYII I ' m aorry, Page? 

COMKXIIIOWia JaCOBI ! Paga 10, Lina 18. I'a 

15 aorry. I ' a on your rebuttal. 

16 Wl'I'D88 ICJmR1 I don't hava tan paqaa. Ia 

17 that rebuttal? I vill chaok that bttora I coma back 

18 up. 

1!1 

20 diract. 

41 

~1110 ... CLa•r• And wa•ra only doing 

WIY.W.I acaata• I'• only doing diraot. 

22 Correct. Tharafora, I'll evan bt briatar. 

33 BellSouth BSB'a intent 1a to bring new •nd 

24 innovative aarvi~•• to the atata of Florida, to both 

25 raaidanca and buainua cuat011era. Tbat'a the baaic 

I"LLRIDA PUBLIC SERVICB OOIOUSSION 

_j 



32 

1 reason that we are raquesting certification hare 

2 today. We believe in doing so va will do so in accord 

3 viti! all Pee rules, thia Colllliaeion'a rulu .,nd 

4 totally consistent with the Teleco=municati~n• Act ot 

5 1996. 

6 our request ie not unique. Around the 

7 country 21 casas ai•ilar to ours have been approved by 

8 co.1111aissions. This Collll!l.iaeion has approved Sprint in 

9 the state ot Florida to oparate both within and beyond 

10 ita territory. BallSouth BS! ie currently certified 

11 within three states within the nino Bell reqions, as 

12 vall as aany states outside. 

13 Cle.arly 1 the Aot and the roc rulea envision 

1 4 affiliates providing sarvicae such as ours. Ae a 

15 matter of tact, the FCC rules 1~ considerinq this 

16 issue said, one, it would be.netit \. 'le public interest 

17 because affiliates such as ours voul1 bring new and 

18 innovative aervicae to the individur.l states. That ' & 

19 what we're about. That' e what we' r 1 attempt in:; to do . 

20 For residence, ve will provide tully 1nteqrate4 

21 eerv.ices, paoJtagae, and for busineeaea , multi- state 

22 oapabilt.ty within the state of Florida and beyond. 

23 Right now w••v• til•4 tor o•reitio~tion 1n 21 •tat•• · 

24 l.ine Bell8outh states, an4 11 or 12 outside the 

25 rct9ion, and. ve•r plaMinq to do mora. 

FLORIDA PUBLIC SERVICE COKMISSION 



2 sa1c1 you all b~ve ti1ec1 --

3 WI~I ICKitla He have tiled tor 

4 certification in 21 states. We're approved right nov 

15 in 12. Anc1 the other ones are etill paneling, I 

6 believe. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

carolina, 

recently? 

exhibit. 

COKMXIIIOWIR OARCX.I Those three are -­

WI'l ... S 80811Y111 Three ot those are - ­

COMXI88IOWIR OAROIAI Southern states. 

WI'l'JIJI88 SCB.aYBI Southern states . South 

Alaba1111a, Geor9ia right rov. 

COIOUIII011D DIIUOWI Alabama. Is that 

It vaen't on your list here, in your 

Alaba.aa was not. "'"S it? 

WI'l'llU8 8CB.aYBI I bel:l.,we it waa. Again, 

16 believe that ' • attached to rebuttal testiaony. 

33 

I 

17 OOMXI88IO~ OBASOVI No This is attac:hec1 

18 to the direct. And I heard you say earlier that yo~ 

19 all bad been approved in three state •· And I vas 

20 aesuaing that vas Florida, south carolina, and you 

21 said the third is Alabaaa? Am I contusing s omething? 

22 WI'lWBII IORBYII Bxhibit 1 to the rebuttal 

33 teat1111ony 

D • .uLY1 Cha1naan Johnson, in tho 

25 desoription of Kr . Soheye•s direot exaaination he 

PlrORlDA PUBLIC SlmVICE COMMISSION 



1 l ncUcate4 that there vera eOlia cll'lll9aa that vue in 

2 bia rebuttal. Tbara •a an updated .aap attached to h\a 

3 rebut tal taatlllony that includ .. Alab&aa and Gaor9la. 

4 U'I'JIUI 1caatar And it d~ indicate on, 1 

5 ~liava it'a February 2nd, that va vera approved in 

6 Alab&aa. 

7 

• 
cnnwu J OJIJIIOJi r Got you. Thank you. 

U'!'llllll ICJlltar 1.n aaaanca, all va vant to 

9 do ia provide conau..ra and buainaaaaa another 

10 opportunity in the atate ot Florida· vith .. rv.ic:ea 

11 currently not available t o th .. ; not only in the atate 

12 ot Plorida but aa I aaid, in at leaat 20 other atatea. 

13 we ~lieva - - we will ~ uaing all the .... 

14 operational support ayataaa ,. any other CLBC. We 

15 vill have no advantage over any other CL!C. we will 

16 operata juat like any other CLBC. And on that bacia, 

17 and in addition, we teal va•va ~ tall ot the 

18 raquira•anta ot thia co-iaaion t..• ba c:artitied. We, 

19 theratora , raquaat you approve our c:ertitioate ao ve 

20 e&n begin 0011plata buaineaa in tba atata ot Florida. 

21 Thanlt you. 

2:! IGl. IIULYr That concludes our direct 

23 ax.aalnation ot Kr. Scheya. 

24 <tDiaDJI JODIOJir Thanlt you. 

215 
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1 c:aoa1 UAMIDHO. 

2 8Y o. lloGLOt'IILDh 

l Q Mr. Saheye, I 1a Joe McGlothlin. I ave only 

4 a fev queationa for you on your direct ta.tt.ony. 

5 I a it true, air, that th.e aana; ... nt 

6 axpartha or buainaaa expartiaa of BallSouth BSE ia 

7 derived troa other BallSoutb coapaniea? 

8 a In part it did, that •a correct. 

9 0 I a it true that the aourca of capital tor 

10 BallSouth BSIE ia BallSouth Corporation? 

11 Yea. LUte a.ny other atart- up within 

12 BellSouth, the corporation baa funded ua. 

13 Q Ia it true that the aa~e c orporation, 

14 BallSoutb Corporation, ia ~• aource ot capital tor 

15 BallSouth Te1aco .. unicationa, ~h• IL£C? 

16 Not uactly the alUM. BallSouth 

17 Taleco .. unicationa, of courae, ir. a aature coapany, 

18 and, therefore, derivea ita ovn funding. But va are 

19 certainly both aftiliatu of Bal lSouth Corporation. 

20 0 BallSouth Telaco .. unicationa, the Il.!C, haa 

:U a vary faailiar lo;o that it adda to ita buainaaa 

22 undut&Jtin;a. It'a the ayabol of a t>all vith a little 

23 oi~:o\e uololll4 .l.t. Ka1 Dell.South BBB detaraine<S "hat 

24 logo it'a ~oing to uaa in ita operation? 

25 We have not praciaely detana.ined the lo;o va 

rLORIDA PUBLIC SERVICE COMMISSION 



1 vill uaa, but I can aaaura you that we intend to uaa 

2 the Ballsouth naH, like all of the 81 . lBouth 

3 atliliataa do, and we would include tbe logo, aa you 

4 da.arlbe it, the oirole vitb tb• bell 1na14e, 1uat 

5 lilt• BallSouth Cellular, BellSoutb Publiahif\9, 

6 BellSoutb lntartainaent and eventually BellSouth Lof\9 

7 Dietance. So I would aay we will be uair\9 tbe aaJM 

8 aort of 10901 that we haven't tinalhed the aarkatir\9 

9 na•• that we vill uae. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Will BallSoutb BSE atteapt to aaxialae 

ehareholc:Sar value in ita buaineaa undertaking•? 

& Yea, abeolutely. 

Q And who ara the abaraholdara to who• 

8allSoutb 8SE will be anawerL~le? 

& They are tbe abarebold•tta ot BellSoutb 

corporation. 

Q Who ara the ahareholde :a to Which Bell South 

Talaco..unicationa the n.zc 1a anawarabla? 

& Aqain, we're all aftiliataa of BellSoutb 

corporation, ao, tbarafo~•. ita tba aaae ahareboldera 

an4 vo believe the buaineaa that ve vill 90 into --

Q 

A 

Q 

A 

Kxcuaa -, air. Tbat anavara the quution. 

'l'bat'a all riqht. Can I finiah thouqh? 

Wall, I think you did. 

I juat aa aoon -- I von•t int.arrupt you on 

PLOR.IDA PUBLIC SERVICB COKKISSION 
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1 your queationinq if you won't i nt.rrupt aa in ay 

2 anavara . Ia that okay? 

3 Q Ko, air, it ' s not okay if y~ ;o beyon~ t t e 

4 aoope of the question. 

37 

5 cnw•xeaxo..a DBaSo•s Hold up. I 'm qoing to 

6 allow the witness t o begin his answa,r with a yea or 

7 no, and provide explanation Where explanation is 

8 necaaaary. 

9 In thia instance I think the qontlemen waa 

10 in the ai~~le an of a sentence -- I don't reaaabar 

11 wbat it was nov that be waa interrupted, but I waa 

12 following that tho119ht . 

ll Let's start over so that tba reoor~ ie 

14 clear. You can start with the explanation ot your 

15 an-er. 

16 U'fiiUB BCJUIYII I beliav' I VU trying to 

17 conclude tbat while, yea, there is ~n• eat ot 

18 ahareholdars, that BallSouth aa the corporation 

19 CKAI~ JOKKIOMI Slow dO\~ a little bit. 

20 U'fDB8 acu:raa -- that we believe that we 

21 will maximize shareholder value by ua, 8al1South BSB, 

22 baLnq a profitable organization, aa wall oa BST being 

23 a profitable or9an1aaticn, an~ that in that faahion ve 

24 will aaxiaize abaraboldar value. 

25 Q (By Hr. kDGlothliD) Mr. Sobeye, do you 

PLOR.tDA PUBLIC SI!RVYCB COMXISSION 
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1 tbinJt that BellSouth Tel.eoJUtunia.tiona, the ILEC, 

2 will alao att .. pt to aaxl•ize abareboldar value· 

3 a I would certalnly aaiiUJIIa ao, yea, ail . 

4 Q Do you think their abareboldara will 

5 evaluate the eucceae of BellSoutb Corporation'' • 

6 varioua undertakin9e on an overall baaia? 

7 A I cfd'l ' t apea)t for every abar,ebolder but I 

8 think it ' • a decent aeaumption that they look at the 

9 overall corporation aa they would tor any other 

10 corporation to ..Xe their deciaiona. 

11 Mil. liloOLOTJILnta I •a qoin<J to diatribute a 

12 document and aak that a nuabar be aasiqned to it. 

13 OKli1XI» JOKIBOWI I'll identify thia aa 

14 Exhibit 3. You aaid you wanted it identified, 

15 Mr. McGlothlin? 

16 COMVT8SIOXZR DaaBOXI I ' ll identify it as 

38 

17 Exhibit 3 with a abort title "Co~:~~~on• 1eelth ot JCentucky 

18 case No. 97-417." 

19 (Exhibit 3 marked tor identification.) 

20 0 (Bf Kr. XoOlotbliD) Mr. Scheye, you have 

21 been in·tolvad in tbe applioationa of BellSoutb BSB and 

22 other atatea beaidea Plorida, have you not7 

23 a Y•• · 

24 Q You r•coqnizo this aa a copy of the 

25 application that BellSoutb BSE filed in the state of 

PLORIDA PUBLIC SERVICE COMMISSION 
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1 JCantuclty? 

2 

3 

& 

Q 

Yae. 

Would you turn to Paqe 4 and read the tiret 

4 aantanc. ot nuabere4 paraqrapb 13? 

5 •xn aua, c::artitication of the applicant vill 

6 a.nabla a capable, exparianc::e4 an4 financially aouncS 

7 c::oapany, vitb a aollcl reputation for innovation and 

8 quality earvioa to ooapata on an equal baab in 

9 today'• incraaainqly c::oapatitiva talaco-unicationa 

10 anviroNient.• 

11 Q Ia it true that BallSouth BPB, I no. ia a nev 

12 a tart-up CO!IIpany? 

13 A Yea. 

14 Q During the opening at..-=.eaant, your coun•al 

15 alluclad to vbat vould happen aai.: in ao aany vorda, 

16 I believe, that a cuatour auat call '-11 sou tlil BSB it 

17 it vanta to do buainaaa vitb BellSout.b BSE and not the 

18 ILEC. 

19 If you vould aaauaa for a .caant that 1t'a 

20 poaaibla the cuatoaar gata tamporarily c::onfuaecl and 

21 thlnltinq it 'a calling BellSouth BSE, qata the ILEC 

22 inataad. What do you tbinlt vould bappan to that call 

33 at that point? 

24 I quaaa, 111inca thara•a no aucb procedure, no 

25 auch acanario, but I vould bava to a .. uaa that if the 

PLORIOA PUBLIC SERVICE OOHKISSION _j 
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1 ouatoaar called the incorreot coapany, !IlleS once the 

2 aervica rapreaentativa, or vboaevar, da arain~ that 

40 

3 they bad a.lled the vrol'\9 COJIPllnY, they would indicate 

4 that to tha ouatoaar 1 tbat tbay had indeed called the 

5 vronq coapany and auggaat that they call tbe coapany 

ti that they vera tryinq to 9at. 

7 Tba cloa .. t analogy I can 9et to in todaY'• 

I environaent 18 on repair service . '1'1\ere are 

~ potentially inetancaa where a cuatoaar ot a CLEC, aay, 

10 9oaa to hia neighbor'• houaa, dial• till tor repair, 

11 anCl that naiqhbor bappana to be a l'ST ouatoaer, and 

12 beoauae ot that they 9at BST repair aarvica. At that 

13 point the 88T repair aervice, when lookinq up the 

14 line, would find out it'a not a SST ouatoaer and would 

15 indicate that they had called the vronq repair 

lti coapany, or vron9 coapany, and tha : tbey naad~ to 

17 notify the oorreot ooapany. 

18 0 Which in thie caaa would ba 8all8outh 88~? 

1~ In today •a world it 'a any otbar CL!!C that •a 

20 out there, but in toaorrov'a world that could ba -­

:u BSB could be ona ot thoaa CLECa; th.at tha call had 

22 bean inadvertently routed to sST. 

23 So if the call \/era aiadirac:tad, BallSoutb, 

24 the IL!C, would ' .ogioally direct th- to SSE, correct? 

25 & Wall, they would logically atta~t to help 

PtoRIDA PUBT.IC SERVICE COKMISSIOif 



1 tbe ouatome.r by th·at in4J.catinq tbat they bad called 

2 the wrolUJ c011pany. An4 tben to tbe extant tbay CI)Uld, 

J try to direct tho to the correst co•pany . Hot I 1 

4 every oaae would tbey Jtnov vbo the ou.to..r i• really 

5 trying to get to, bUt they would try to be aa helpful 

6 aa poaaible to tba cuatoaer, even though it vaen't 

7 their ouat011er. 

8 a, KoGr.otm.llh Those are all tba queatioM 

9 I have. 

10 

11 

CD.IJtDJI JOEUOJII Hr. Bond. 

~~ WDKDR!.'IO. 

12 BY lOt. BOJIDI 

13 0 Good atte.rnoon. Toa Bond on behalf or Mer. 

u 

15 

16 

17 

18 

19 

Cood afternoon. 

Q I believe you have already 'aid that 

BellSouth vill aarket un4ar the BellSouth brand name 

and uaa the BellSouth loqo; b that corrt.ot? 

A 

Q 

Yea, air, that's correct. 

Ia BSB intending to pay BollSoutb tor the 

20 uaa ot the brand nua an4 loqo? 

21 A No 1 air. In U.llsoutll corporation the 

22 individual attiliataa don't pay directly tor the uae 

23 of tho U.llsouth naae. That • a a U.llSouth practice. 

24 Q Ani! :S.llSouth Corporation ovna llll ot the 

25 atoo~ ot 88!1 is that correct? 
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l 

2 

That•• correct. 

An4 BellSoutb corporation 'Vna all of the 

l 1too1t of 11'1'? 

.. 
5 

a 

Q 

Correct. 

Nov, 1e it co~ that the preaid.ent oc BSE 

6 ie an officer of BellSoutb Corporation? 

1 

8 

t 

10 

11 

12 

u 

u 

15 

a 

Q 

aeusoutb 

a 

Q 

a 

Q 

a 

Q 

I'a aorry, could you repeat that again? 

The praaid.ent of BSI i• an officer of 

Corporation? 

Yea . 

Okay. 

Of tba corporation, not oC BST, thOUc;jh. 

JU.9ht, not BST, 

Juat ~tant to be o~ear. 

ooaa be ait on the bo~~d of BallSouth 

16 Corporation? 

17 

18 

a 

Q 

19 have? 

20 

21 

a 

Q 

No. 

Okay. Hov aany -ploye.•• doaa BSE currently 

We have right nov 1 ... than 20. 

Okay. An4 of that 1 .. • than 20, hov aany 

22 are froa BallSoutb or ite varioua antiti .. ? 

I uaually eatiaate tbia -- and if I give you 

24 1 different nuabar than I gave in Kentuolcy it ' • not 

25 intentional •• I believe it'• about 60 to 70t fro• 
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1 otber Bal~South ca.paniea . 

2 Q Okay. And it BSE qeta cutified in Plorida, 

3 what aalea peraonnel will you uaa in Florida? 

4 

5 probably qoin9 to be outaourced to ao.. sort of direct 

6 aail or callin9 type co~any but we've not aade that 

7 decision. 

8 

g 

10 

11 

12 

13 

Q 

of 88'1'? 

~ 

Q 

Is it poaaible you would u.ae the sales force 

Not very likely. 

Doaa BSE bave any plana to try to advertiae 

to ouatoaera that there's a distinction between BS& 

and 88'1'? 

14 A Yea, in several ditferer.t waya. One, first 

15 and toremost, the product we will t •ffer, the tully 

16 inte;rated packa;e and the multi-a~ate capability, 

17 would be differentiated from something that BST 

18 offered within the •-• location. l:lo it would be 

19 firat differentiated by product . secondly, tbe na .. 

20 we qo to 111a.rket with will not be BellSouth 

21 Telecoa.unicationa, so it will have a d i fferent naaa 

22 and will be differentiated on that beaia ae vall. 

aJ Q B~t it •~qht be BellSo~th or BellSouth 

24 Bntorp.riau or BellSouth BSE, aoaathinq like that? 

25 A It wouldn't juat be BellSouth. It could be 
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1 8ell8outh asz. candidly that'• our incorporated n .. a. 

2 tt 4~an 1t have auch of a aarkat rinq b it. So we 

3 aay try to coae up with aoaething aHgb ly aore 

4 inventive. 

5 a. 8011D1 That '• all the qu .. tiona I have. 

6 caoea WDifDO.'rl:OJI 

7 aY xa. •~• 

a Q cooct a~ternoon, Kr. Scbeye. Juat a couple 

9 of quaatioM. 

10 BallSoutb Teleco .. unicationa currently 

11 enter• into contract aervice arrang .. enta, or CSAa, 

12 with cuatoaera, doea it not? 

11 a Y••· 

U Q Doaa 8ell8outh BSB intend aleo to enter into 

15 CSAa with ouatoaere? 

16 I. No, not of the type you •.·e thinking ot. It 

17 ia poaaibla that for our largar cu.~o.ara, for axaapla 

18 a aulti-atate cu.toaar, vhieh voul( traver•• aultiple 

19 ter!ffa, or price Hate, depending ,,n the atate, ve 

20 aay have aoae aort of contractual arranq ... nt with 

21 that cuatoaer ao that all the ditCerent rate• and 

22 proviaiona are covered. 

21 Each atate regulate• CLECa a little bit 

24 differently. Soma atataa rfiquira price Hata, aoaa 

25 ruquire tariffa. In order to -- if ve vera doing a 
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1 tille- or ten- state offering, we may alae• have •o-

2 sort ot contract with that individual c 1toaer, but 

3 no~ of a GSA type that you typioally are thinkinq 

4 about with SST. 

5 0 I'a aorry, I think you started out by saying 

6 yes, possibly, and then ended up by saying no, 

7 probably not. 

8 A Okay. We will not have CSAa ot the typ. 

9 that I believe you're reterrinq to with BST. What I 

10 wae referencing waa we are likely to have cuatoaera 

11 who are in a aulti-atate environment. Their rataa 

12 would be covered by either price list. in individ~lal 

13 Gtntea, or tarifte. In order to tully encompeiD what 

14 that particular ouatoaar baa pu.ohaaed froa us, we're 

15 likely to have aoao aort ot a contr.\ct with th-. 

16 And, aqain, you might call that a cottract aarvica 

17 arrange.ment, and I was trying to air .ply ditterentiate 

18 that trom \/hat BST otters today. 

19 0 Let'• follow up on that a little bit. 

20 Ondar Florida rules, ae I ' • aura you know, 

21 ALECe are not required to price liet all ot t .hoir 

22 ot~erinqa, aro they? 

23 

24 

25 

A I believe that's correct. 

Q So in ord•r to anter into an arrangeaent 

with a ouatoaer, it that arrangeaent ia not prioe 
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1 l~ted, you would do it via some fora of cont r act, 

2 would you not? 

3 

4 

a 

Q 

Yea. Correct. 

Okay. so let •a, juat tor clarity'n sake 

5 right nov, refer to that arrangement aa a contract 

6 service arrang .. ent. 

7 

8 

a 

Q 

Okay. 

With that l imited view of what a contract 

9 service arrang .. ent is, does BellSouth BSE int end to 

10 enter into th.at type of contractual service 

1 1 arrangement with customers? 

12 With that kind of definition I think 
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13 c:a.rtainly it ' s possible with our larqe cuatoJDen, yea . 

Q so you do intend to •~tar into individual 

1 5 aqreuenta with eu.atomara to otter iteu tlat are not 

16 strictly price listed, correct? 

17 

18 

19 

20 

21 

22 

;p 

24 

Yea. Again, lot me clar ~ty. SOme states 

have price lists. As you mentioneo, Plorida. Some 

other states will have taritta; may not need it tor 

those atatea. So it would likely vary. 

Q I understand. But I 'a asking ycu to liait 

your an aver to Florida. 

B~• · A 

Q Okay . )lov, Boll South Telecollllllunicationa is 

25 required to allow competitor• to resell ita 
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1 contractual nontaritted otterinqe, ie it not? 

2 A Yea. 

J Q But thara •a no auch re 1uirament 1mpo£0d on 

4 ALECa in Florida to allow the raeale ot their 

5 contractual non-price-list otterinqs, is there? 

6 A I haven't loolted at the Florida Statute with 

7 that level ot precision. I will accept your 

8 in~rpretation. 

9 It ie my view that all CL£Cs are required to 

10 have all ot their service• available tor reaale. I 

11 baven •t really et.t.ellpted to make a ltistinction in ay 

12 heed about. so-thin9 that was ar. Ull! oont.roct vers11s 

13 aoaethinq that may have been price liated or tarittad, 

14 but I will accept your interpretation ot the Florida 

15 Statute. 

16 Q I'a sorry, I'a not s11r• where that leave us. 

17 CODI88IOJID DDBOlf l blUSe me. Perhaps I 

18 •1aunderstood. I t}linlc you a aid t 'at a 11 CLECe i n 

19 Florida are required t .o resell thai.~ servicu. 

20 ft'l'nBS acnY•• All CLEC• aro required to 

21 reaell thoir teleco-unications eervicee under the 

22 Act. They are not required to p11t in an avoided coat 

23 diacount on i ·t, But r!!IAh .lc• ;-equired under the Act 

24 tor all 

25 nxax•~ oaa.o•• But not at a diecount. 
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1 WlftUI ICUtla Without a diJI•JOunt. Thllt 

2 ia corraot. 

3 0 (aJ ... l\lle) BaUBouth 

4 Teleco-unicationa, on tba other band, ia required to 

5 raaall at a diecount, ia it not? 

6 A I don ' t r.eall tba proviaiona in Plorida. 

7 It aay be. SOIN atataa require contract aarvica 

a arranq ... nta to ba available vith a diacount and ao .. 

9 don't. And l don't honeatly recall vhat the Florida 

10 aituation ia. It aay ba. 

11 0 I think wa•ra abcinq fedt~cal law and atata 

12 law, which theae daya ia pretty aaay to do. But under 

14 raaell -- allov raaala of CSAa ot a diacount, ora 

15 they? 

16 Aqain, I hovan't interpreted the Aot or the 

17 atata atatutaa aa to diatifl9\liab 1arvicaa that era 

11 price li•ted v•r•ua thoae that ara contracted. 

19 Ky interpretation haa baen that under the 

20 Act, all CLBC aervicaa ar~ available for raaala 

l1 without a diaoount. And I haven't .. de a diatinction 

22 on contract aarvioa arranqaaenta or contracted 

23 I arrallCJa .. nta. My aaaw~ption b they would ba 

24 available for ro-ala. 

25 0 At a diacount or not? 
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2 

a 

0 

No, not at a diacount. 

Oltay. Nov, on the ot.hH' hLn4, if BallSouth 

l Telaco .. unicationa v.ra to ottar a CSA, it would be 

4 available f or reaale at a diacount, would it not? 

5 a That'• what I vaa trying to -- I don't 

~ r~ll . I n the arbitration proceeding• in front of 
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1 thia C:J~a~iaaion, aa vall aa all the other coa.ladona, 

a •~ co.ataaiona ruled that C8Aa vould be aade 

9 available by the in~t at a diacount, and other• 

10 ruled that it would not be available at a diecount. I 

ll don 't raaaabar the Florida deciaion. 

12 

13 

u 

15 

16 

17 

0 Would you accept, aubjact to chaclt, that it 

would be available at a diaoount? 

a Yea. 

Q Thank you. 

ld . aot.•r No further qutatio~. 

«+"''lllOltD M,,,, Kr. Scheye, 1 vant to 

18 aak you a queation. When you eay ClECa will be 

19 r~irad to aall their aarvica, I think one ot the 

20 thll'l9• the petitionara have allaqad 1a you' 11 buy a 

21 aervica for reaale and you'll gat the diacount, aay, 

22 for raaidantial aarvice, and then you ' ll aell 1••• 

23 thtU\ the vtloluale coat. 

2 4 It you did that, would you be required to 

25 raaell that aervice to other CL!Ca at that diacounted 
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1 p.r ice? 

2 

3 

4 

WXT ... 8 acaatBI Yea. 

OCIIII&IIIIODI Cl1·alll Olc.ay, 

en ran• .70080111 Mr. IU lie. 

5 caoaa •xa•tMATXOM 

6 BY D. BLLX81 
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7 0 Mr. Scbeye, -onq the inteqrated packagea of 

8 eervicee that B• llSoutli intam1e to offer, do lt.boee 

9 include entertailllll8nt aervicea? 

: o • They aay, yae. Might , yea. 

11 0 Cel lular eervicea? 

12 

13 

14 

15 

Q 

a 

0 

Yae . 

Internet eervioae? 

¥88. 

Would BSB be able to pr~vide entertainaent 

16 aervicaa if it were not able to purthaae local 

17 exohanqe aervice troa Bellsoutb Tolt~omaunicationa at 

18 tbe avoided coat diaccunt? 

19 • l ' a aorry. Could it, BSB, provide 

20 entertainaent aervicea by itoelf? I '• juat not aura 

21 of your queation, air. 

22 0 Could it provide entertainaent aarvicee if 

23 1t ware not able to pyrcboee, or para1tta4 to 

24 purohaae, or certiUcated to purcha-, local exchange 

25 aervioe at a wholeaale diaoount fro• 88T? 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 
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A 1 queaa the anaver ia technicaHy it could 

but it vouldn 1t be a CL!C at that point i. ti-, it 

vould be the provider of an antartai.naant aervice and 

BallSouth already baa an affiliate tbat ia the 

antartainaant provider, ao I don't believe ve vould 

replicate tbat. 

Q Ball8outb 

A BallSoutb Bntartai.naant ia our entertainaant 

aubaidiary, ao without a CL!C certificate it vouldn't 

do ua auoh qood --

OQMYteaxo ... OARCXAa Kr. Sr~eye, vhat keepa 

Bell8outb f'roa -- excuae •• tor a aecond -- vbat keapa 

BellSoutb from offering theaG now and innovative 

aervicaa tbrouqb ita LBC? 

rt'l'D8a aoarna Leqally .~r jurie4ictionelly 

probably, vitb one exception that I aentione4. I 

thinlt. The exception ia lonq diatan<;e aervicea vhicb, 

ot oourae, are in the future. BST i t· l1aite4 to the 

joint aarket1119 reatrlctiona aa .. tab: iab,ed and yet to 

20 be interprete4. We plan to fully inteqTate lonq 

21 diatance into our packaqea. 

22 secondly, buaineaa cuatoaera vould have a 

23 aulti-atate nae4, ve plan to offer aervicaa outaide 

24 the nina-atate r&9ion, vbl.cb ia aoaatbinq tbat 88T baa 

25 not atteapte4 to do. Though, candidly, if BST oboae 
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1 to become certiticated in Indiana or Illinoie, we 

2 could certainly attempt to do eo. 

l Converaely, ve • r• lookinq tovud o toou. on 

4 inteqration and a tocua on •ulti-etate, and that's Vhy 

!5 we•ve eetabliehed a ·&e.,arate ca.pany. we believe 

6 aqain, it •a tully in accord with all of the 

7 require .. nte. We will use all of the operational 

8 support eyate .. , and, in faot, aqain ueinq the --

9 COIOUIIIOJnlll QJUICUt When you uea the word 

10 •innovative, the word. •innovative• for you -ana to 

11 inteqrate the lonq distance into the eervicee that are 

12 already offered by your LBc. 

13 Wl'l'IOII ICUYII AI well 118 pollibly 

14 entertairuaent, Internet, paginq, thoee type• of 

15 thinqe. 

16 COIOai8IO)IIJl QJUICUt Bnt,rtairuaent, 

17 Internet and paqinq, you would probal•lY be -- if I --

18 correct •e if I ' • wrong -- you can otter through your 

19 local. 

20 W%,..88 80KIYBt Yea, we coJld paokaqa that 

21 way, you ' re correct. Aqain, the multi-etate 

22 capability ie eometbinq else we're looking at eomewhat 

~3 innov~tJ.n tor D4USol.lth. Wt typioolly hovtn't 

24 br ~nched out of our ovn nine-etate area for the 

25 provieion of local eervice. That to ue ie eoaethinq 
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1 new and cUtterent and hope.tully be beneficial to 

2 busin .. a ouetoaera. 

CO"M'IIIOIID GUCIAI So, in t tan~, thill 

4 18 because ot the inte<p"aticn ot lo.n.q distance. What 

5 it it worked out? What it this wu a qood idea and 
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6 this COlllliaaion approved it, you went forward. and it 

7 really worked out. Your customers decided to qat this 

8 service as opposed to you_r local service? What attsct 

9 would that have on your lite? 

10 Let • s say sot ot your cu_ato1110rs today, local 

11 custollera, decided to qo to BellSouth -- what"a the -

12 WI'f11181 800181 BellSouth BSE. 

13 CQIKJ8810Wil GLaCIAl Wbat would happen to 

14 the LEC? 

15 WI~8 1~1 Th~ LEC would have an 

16 increase in ita wholesale business becau.e vo would be 

17 buyinq at wholesale from tboa aF o~poaed to them 

18 eellinq retail. 

19 COM¥11810 ... GARCIA! Riqbt. 

20 W1U.B8 BCKIYir Aaeuainq the avoided coat 

:u diacount ia properly set tor BST, their tin&nciola 

22 have not obanqed one cent. In other vordJI, tll\eir 

:13 revenues drop by thf 8110\lnt ot the ~Si•oo~mt 1 ttt•1r 

24 expenses have prer..t.~~~ably dropped proportionately 

25 be~u_ae ot the avoided coat discount, eo BST 1e 
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1 financi a l ly no cliff.rant than tt tma had we not 

2 ~atad , and the cuatoa.ra ailJlY have anothar option. 

3 COMMliiiOIIa QAROIAI Cl..rly, .. 

4 good-hearted aa the people of 8ell8outh are, l ' a 

5 cert ain they are not in thia bUainaaa tor tbelr health 

6 or th• general welfare of ita employee&, altho1.19h I'g 

7 aura it' s something it takea i nto oonaideration. But 

8 all corporationa, at laaat the onoa that are created 

9 to aake money, are in the buainaaa of making aonay. 

10 Uft1181 IODHI Yea. 

11 COMKI81IaN.a OARCIAI So I would aasume that 

12 the integration vould have soma type of concept in 

13 teraa of aakinq aoney; not leavinq the tinancialr even 

14 vben it ' • all aaid and do~e. 

1!5 nuu• acarnu Al,.olutely. 8S'l' • • might be 

16 even. our financial~, if vo ·aarkat correctly will be 

17 poeitive. We will stimulate other services. We will 

18 in.cent ouetomsra to oou with ta, and thoaa types of 

19 things. So the combination of BST, let's say, bainq 

20 financially whole, or the eame, and BSS hopefully 

21 aakin9 a pro~it, in that oollbination ve ' d hope the 

22 abaraholdar ie benefited . 

23 QOKMI81~~ GARCIAI Than addreaa the 

24< qu .. tion tor 1 a, and I know t .hat you have in your 

25 teatiaony, but huaor ••· I 91.1••• -- your opponent& 
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1 here -- what it it did work out? In ••••nee What 

2 BallSouth fiqured out vould be a way to gat aro1 \d the 

3 a~ified final judqaent, the Teleco.aun1eat1ona Act, 

4 271 proeeedi~a, tbla co-1aa1on, ao that it could 

5 offer int~ated lo~ diatance aarvice aa vall aa the 

6 other thi~• you -ntioned. 

7 Wl7ISII 10&1111 Pirat of all, let'• 

8 aaauaa -- again, if I can take your acenario and we've 

9 got half the cuatoaera in Plorida, one et our package 

1 0 j uat aa a acanario. I think a couple of thingo 

11 happen. one ia nothin9 c:bang.. in teraa of 8ST' • 

12 obligation• under the Act. It atill baa to raaall at 

13 a Cliacount. It atill baa to pro\•lda unbundled network 

H alaaanta. It atill baa to provide interconnection to 

15 any and all oarriara . So no other oaL r iar ia at all 

16 jeopardhed by •Y auecaaa or failure fro,t that 

17 atal'\dpoint. 

18 lecol'\dly, if ther• ' • any aort of aecondary 

19 benefit to other carriere, c learly BSE vpuJ.d becoaa a 

20 vary large uaar, in your acanario, ot BST'a 

21 operational wpport ayataaa. 

22 We will ba putti~ preaaure, juat like any 

23 CLBC, for B8T to .aka those ayateza aa efficient aa 

24 poaaible, aa aa .. l••• aa poaaibla; Whatever tbe 

2!1 par ... tera era. 
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1 So 1t thero' a any b4lnet ,t to tho otbor 

a carriers, it's ua beinq i n buain•••· beinq auocoaatul 

3 an4 uaino those operational support ayataaa juat like 

4 they do. And if they ~ceivo that wo have leverage 

5 over our affiliate, BST, that -- wo don't bellovo vo 

6 do, but if we did, it would probably roault i n 

1 t.provad ayat ... , not jeopardized ayatoaa. So wa 

8 think in that case everyone ia bettor orr. 
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9 ~esxoaa CDRC:U• Would tbaro oven be 

10 need to fila a 271 procaadino at this co .. iesion if wo 

11 wemt forward under this scenario? 

12 Wltwlll tcaat•l Oh, absolutely. We don ' t 

13 ~Jot lonq distance reli~t throuqh this process.. The 

14 long distance rolior, and ~ ~e ability to bundle long 

15 di•tenco still coaee from tht corporation, still must 

16 be approved by the -- first oy thie co-iadon tor 

17 BST, and then takan to Wuhin~Jton tor approval of lonq 

18 distance. We can not provide long diatance services 

19 until sucb ti.ao as all of that occurs. 

20 COKMIIIIO•aa GAROIAI 8ellSouth BSE could. 

W%,..._8 a~•• Ho. BellSouth 8Sil can not, 

22 nor can a,ny other affiliate of Bollsouth until it 1e 

23 approved to do ao. 

24 cowvxaaxo•aa JACOBI• I have a queation. In 

25 tho scenario whore you bavo ono client that has 
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1 looationa in other atatea outaide ot !'OIIr aervice 

Z ar .. , anct you ' re 90in9 to aarvic• tbc on thia package 

J otterin9 tl:oa hUioutb D!n!. The .n-all9e .. nta that 

4 you're going to enter into with BST, BellSoutb 

!S Telecoaaunicationa, are going to be in your aervica 

6 area; ia that correct? 

7 n~• •oanaa That ' • correct, 

8 Coaaiaaioner. 

10 client that are outaida ot BellSouth 

11 Telecoaaunicationa • aervice area, Jhat are going to be 

12 el-enta -- bow are you going to develop tba tenaa ot 

13 the cont~:oot with ~:o•p•ot to tbot• 10Q•t1ont? 

14 n~•• aCRSYaa In addition to having an 

1!5 aqree-nt with BST, we're currently negotiating with 

16 GTE, Ball Atlantic, Soutbwaatern ~111, ~eritech tor 

17 aimilar interconnection or reaale arranga .. nta. So we 

18 will have the aaaa )tind ot arrange.1ant with tboae 

19 incllllbent local uchange carriere aJ ve will vith BST. 

20 That will be the baaia tor which we would then put all 

21 ot thoae aarvicea to;etber to provide the package to 

22 the cuatoaer. 

23 

24 you're indicating that -- the aaae diaCPUnt 

2!5 relationabip? 
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1 WlftUI ICliJIRI It will be l ;he aaJM 

2 diacount relationship. Each atate baa a unique 

3 diacount that baa baaically bean determined throuqb 

4 arbitration proeeedi"9•· It will vary a few 

5 percentaqea atate by atata. For .xaaple, in Plorida, 

6 I believe tbe ruidence diacount ia about 20l . In 

7 Jc:entuolcy it •a 16l ancS it variea. Each a tate baa a 

8 unique percentage diacount. Of courae, their baaic 

9 ratea are elao different. 

10 COIOUIIIOlfD onao•r Do you plan on 
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11 providinq aervice by raaell, or u .. e. or a coabination? 

12 Wl~ll 1Cl111Tir Initially reaale and 

13 aovement to UNEa when it become• economical. 

14 COXXXBIIOWER DBABO~t Have you negotiated an 

15 Interconnection Aqreeaent vith &9T? 

16 Wlft.ll ICJUYill We Ita \ e a BBT agre ... nt for 

17 Kentucky. We've not tinaliEed t 1e aqreeaent in 

18 Florida. And baaioally ve belie\ e either we can 

19 n~otiate one baaed on the arbitr.ttion proeee<Un«J, or 

20 we ' ll operate under the 9enerally available te.nu and 

21 concHtiona. 

22 O'»>¥JIIIOlfD ot•••• Hr. Scheye, auppon 

23 you're auccaaaful in qettinq maybe a auperaarket chain 

24 to be their lex al aervice provider . You c ould d o that 

25 thrOUIJhout Ploridal ia that ri9ht? 
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2 

3 

WXHUI 8CIIBYBI We could do t:ilat - ­

(I0¥¥! 18!011D CLU.Its Throughot t. Plorida. 

W!'flmal SCIQYBs Today we could do t:.hat 

• throughout Florida, correct, Co=aieaioner. 

5 COIIIUSIIOJID CLU.Its Well, not today. 

6 •xuua ICJUIYBs BSE oould not. I' • sorry. 

7 BellSoutb Corporation, through BST, because it haa a 

8 certified ALEC, could provide aervicea in Orlando and 

!I those areas . Hone ot ua can provide service to the 

10 •~all independent territories . 

11 COMX%81l0Wia CLARKs All .ight. So 

1:l BellSouth not BSE -- vall, BollSouth and BSB could 

13 provide that same service; is that correct? 

H WIHUI 8CIQYBI Con.·-.ct. Once ve•re 

15 certified. 

16 OOKKIBBIOMBR CLARKI But .leither one ot you 

17 oa.n provide long distance service? 

18 WI'ni1S88 8C11BR1 Correct. Until wa•re 

19 certified by the FCC, or approved b~ the FCC. 

5!1 

20 COIOUII!OlfD CLnltl Explain to - aqain vhy 

21 you think it'a advantaqeoua then to have a separate 

22 certificate? 

23 WI'ni1S88 acaa••• The certificate ve•re 

24 aeeldnq hera in P\ orida, aqain tor atatevide 

25 certification, allows UAi to do thinqa beyond what BST 
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1 b doing vithin ita own territory and ev.n what it ' ll 

2 doing aa an ALEC in orlando right nov 

:s CXW!fXIIIOD:I cw.ua Lilte vt.at? 

4 Well, again, no one ia 

60 

5 providi.nq the full inte<]Tation of aervicaa. Wa do not 

6 believe ev.n attar long diat.nce, that BST vill 

7 n.oeaaarily evan be able to tully integrate it. 

8 OCWMIIIIOII'D cmxa A full inte<]Tation o f 

9 vbat kind of aervicea? I'• aorry, I have trouble 

10 dealing in the abatract. You have to tell •• exactly 

11 vhat you tbi.nlt 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

WI'I'IIUI IOJIWtaa Maybe it • • aiJtpler to juat 

deal with a ooupla aimple raoltagea. Lot'a aay a 

aiuple package of local exchc~qe aervioa, cellular 

aerviee and eventually your long 11stanca, vhere you 

aiqht pay -- tbeae are theoretical, fictitioua 

rataa for $60 a aontb you get a ·:aaidane• line, a 

cellular aarvice and ao auch lonq d latanee aerviee. 

Flat r... And that 1 a what you pay a very aontb. You 

have a ai.nql• point of contact, if you vant to aalce 

any chanqaa or ordara. Tbat•a vbat va•r• talking 

about, full inteqTation of aervioa. So it • a a1.aply a 

paolcaginq of varioua --

(!<*Ml'III0J111Jl ar,a8J:a And tha current local 

25 exchange, the ILEC, can not package the cellular and 
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1 the -- Vby c:&n • t it packac;e --

2 lflflllll ICIIIDI It c:&n de certain 

3 paoltaqinq. It oan pacUc;e cellular. 

4 COMII.X.IIOWD cu.acua Tell ae what it c:&n • t 

5 do, beeauae I ' a havinq a probl ... 

6 COIIII.XIIIOJID CLJiall t 'l'tlat 'a a 9ood point. 

7 Whet can ' t it do? 

8 Wlf'IIUI ICaJIIII Tbe diatinotion that we ••• 

~ iu teru of what it ean and can't do --

10 C!OIQI.XIIIC*D GAROUr Because aaybe we did 

11 soaethinv wronc;, eo aaybe we should correct it as 

12 oppoeec1 to oreate another corporation. 

1J ICIIIII I'a not aure you did 

14 anytbinq ric;ht or vrong. B~t the issue at hand is 

15 whether BBT, the incuabent, c:&n !'Ully intevrate 1onq 

16 diatanoe service on.oe the approval ie obtain ed. And 

17 the distinotion 1a the PCC rules dt.al with the joint 

18 aar)tetinq capability that BST haa, and it •a 

19 questionable whether that includes tbe full 

20 intevration, as ve •re talXing about, $110 type pac:bqa. 

21 In t•raa of cellu1er. 

22 COICII.l .. IOIID QUCUI Explain that to -· I 

23 need to Underata.nd. What do you -an? That if s~ 

2<1 da) we approve you in the 271 proc:-.cting, and rcc 

as tol lova ue and appr.>vee BellSouth to enter the lonq 
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1 diatanca aarkat, you think that that approval vill 

2 bava r .. triationa on it? And, therefore, 8all8outh 

3 you, BallSouth, not the nev c:orpontion - til• 

4 axiatinq Jalllouth -- vill not ba able to inteqrata 

5 thoaa aarvicaa? or ia it a corporate aind-aat that 

6 von•t allov your 11l11 .. n to ba able to .. rkat? 

7 n.,...• IOIQUa No, no, it•a not a 

8 corporate 1 .. ua at 111. Undar tha Act and the PCC 

9 rul .. , thare•a 1 joint .. rketir19 liaitation and lolbat 

10 the incwabant o1n do vith tha lonq diatanoa. It can 

11 jointly .. rkat thoaa aarvicaa. In other vorda, it you 

12 vera to call up tha buaineaa office -- thia ia, 1qain, 

13 in th• future, they would bl able to daol with you in 

14 l onq diatenca. That•• part of the joint .. rkatill(J. 

15 It ' • quaationlbla, hovevar, th't thay would ba able t o 

16 fully incorporate and intaqrata ~at into a ainqular 

17 paokaqa to you to hiVI a aill(Jla point ot contact tor 

18 that aarvica to aaka 1ny chanqea. 

19 Por aiCOR!Pll, today it •a 1\0t uncoaaon for you 

20 to buy a earvica at ona location, b1t h1va to call 

21 aultipla different people to gat it aarvicad or qat 

22 aultipla billa. 

23 COIOiliiiOirll GaaOlAI Oive .. 1n axaapla of 

24 .iban you do that today with lall8outh, and why you do 

25 that. 
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1 Wli'IIUa ac:tiLII IJ Well, for eXl aple in 

3 Jel18outh, u a qood elC&IIple, ve ran a \..rial 

3 

4 you vera aakinq question.. 

5 O<liQI:IaaiOIID craa•u No . You're follOViJ\9 

6 the .... line. 

7 Kr. Bchaya, vh.at I fin<l - - what ' • troublinq 

8 to .. iJ you say there aay be bauea of joint 

9 aarl<etinq. I thouqht that joint JDArltetinq had to do 

10 vitb whether or not you bad -- what VaJI the 

11 di•t1not1on in the law on joint aarl<etinq? 

12 WI.,...a a<DinJIJ The distinction va• that 

13 the i ncumbent -- when the Ac\. set up a aaparate 

14 subsidiary, a 272 aubeidiary for 'onq diatance 

15 eervicaa, that ' s the entity that can provide the lonq 

16 diatanca. 

17 COXKUaiOird GAJlOIAI Wh11t wae tba anever 

18 you just said? 

19 Wt.,...a aaK&YII Thera'• a separate 

20 eubeidi~ry required for the provision of lonq 

21 di•tanca. That ' • a 272 -- Section 272 subsidiary. 

22 .,...,IUIOID cz.aaKJ IAt .. interrupt you. 

2l And you have to have the 271 approval to do that. 

24 Wt.,...a 6Ciilltl t correct. 

25 C!OMIUaUOIID OLJIPK 1 Okay. Go ahead. 
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1 WX1'088 SCB•na Then yo~1 bav• to go to the 

:1 J'CC and they have to approve you to .tllow you to do 

J that. And you'll have t o do thAt tbrouqb what ia 

4 ltn~ u 272 aubl14iary. And when you cutitled 

5 comcUtionally BellSouth Long Distance baaicaUy that ' a 

6 the 272 eu.bsicUary in quution. 

7 Xn addition, the Act and the FCC allow the 

8 inewlbent, in our oaae BST, to jointly .. rltat the 

9 aervicaa of that 272 auba141ary, or to jointly market 

10 l ong dietano• eervicea. 

11 COIQITSSIOJIU Cu.mt1 I L. that under Track 1\ 

12 and Track 8? 

13 wt!WIB8 8CBITI& Yea. It's irrelevant how 

14 you got to Waehinqton. Tra~\ A and Track B ie your 

15 ticket to Waehinqton. 

16 CONMTSSIOXKR 0LaaX1 Wbat ie relevant to the 

17 joint aarketing? so-thinCJ ie r trlevant to the joint 

18 aarltetinq, I juet can't ruuber. 

19 WITWI88 aCKBYBI Wbot'e celevant to it? No~ 

20 I'm tryin.g to gueaa -- what•a relevant ia the 

21 abllit1ee or li11itation placed on the incUJLbe.mt in ita 

22 relationebip with the 272 long dietance aubaidiary. 

23 OQMMI88IOWBR CLhRXa Go ahead, Hr. Scheya. 

24 WI~88 8CKIY8a I gueea -- and one of the 

25 thinCJ• -- we beve not utabliehed thie o011pany aolaly 
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1 on the baaia of vhat BST can not do. That'• not our 

a p~iaary goal in life. It vaa aot up an va could focus 

3 on paolcaqu, ao ve could tocua on the , tlti•atata 

4 anvironaent and va could do ao in a aennar that ia 

5 conaiatent with all other CLECs . 

6 OUr aotivation waa not ao auch what one 

7 entity couldn't do, but rather vhat va thouqht a good 

I urltat condition vaa to ba .. t and tha better vay to 

9 focua on it. And va felt that vaa better to be done 

10 through a aaparate ooapany, and that coapany operating 

11 like all other CLBCa, did not jeopardize competition. 

12 In fact , wa thought it promoted cor,etition. And aort 

13 ot relyinq on aoma ot tha paat FCC rulinqa , vhara the 

14 FCC looked at aany of theae aaaa iaauea and aany of 

15 th .. e aa .. concern•, and aaio, •Yea. wa agree it •a in 

16 the public intereet and ve agree , hat new and 

17 innovative aervicaa can be derived troa thia aannar of 

18 operation. We r .. l con~ident that wa were well within 

19 the latter of the law and the reqw raa.nta to do it in 

20 that aannar.• 

21 C<IIOaiiJ:OJlD CL••'U so, to eUll, then you 

22 are not auggeating that there are thing• ~at 881 can 

Zl do, and the r .. ton Y0\1 ton•(t thap vaa they ware 

24 thinga that 88T could not do. 

25 wrf'IIUI aont•r With one exception. An4 
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1 that ia back to -- it •a not -- because 1 1e joint 

2 urketinq requir-ents have not been fu . J..y neshed out 

J and intuptete4. :tt • • very poalible that BST uy not 

4 be able to tully integrate the lonq distance service 

5 into a pacltage in tlle same IIBl\ner ve could. When I 

6 mean tully intaqrated, it's one-atop shopping: one 

7 point ot contaot !!nd one incorporated price. 

8 COIOIXIIIOXD OUU:a Why do you have doubta 

9 that you '11 be able to do that? 

10 trt'f'IIUI aaaana The doubt• are juat 

11 interpretinq what joint aarketinq oeana . I aay aarket 

12 aoaeone•e aervice or you a'y market aoaeone•s service 

13 but it'• aomeon.e el•e•a. 

14 COIOI.I88IO..U CLUitt ;fbat 1e it that lead.a 

15 you to tocua on joint aarketinq ar. d there beinq doubt 

16 that you can do it? What law, rule or order leada you 

17 to raiae that concern? 

18 WITXB88 BCHBYBt Basical \y, the PCC 1 B -- aa 

19 beat we can see -- definitions, and the concern raiae~ 

20 by the other parties in those proceedinqs. lfllon the 

21 PCC bad docket.a on joint aarketing, aany of the 

22 partie• -- ~st of the partiea tried to put 

23 lim1tationa on what the 1n0ll.lll:lent looal exc:banqe 

24 carrier could do under the joint marketinq provisions. 

25 We're anticipating that when thia actually 
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1 coaea to aarket, there will ~ a lot of ecrutiny and a 

2 lot of review of thoee typee of rul~ to the point of 

J aayinq, "Y•• yo~ Qtn An4 no yo~ otn't" 4o tDt14 tYPtt 

4 of thinge. It'• difficult to predict the outco.e of 

5 thoee typea of deoieiona. 

6 CQMM%88%0 ... CL11Xt Mr. Scheye, I'• atill 

7 havinq trouble underetanding why there ie even a 

8 con.cern in your aind. 

9 Are you referring to once an entity ia qiven 

10 authority under 271 to provide interLATA lon9 diatance 

11 aervice, it'• atill not clear und~c aome provieion 

12 that you would be allovad to joint market it. 

13 lltwlll IOBitlr No, you could join~ mArk•t 

14 it. But what ia the meaning ~t joint marketing ie 

15 where the concern ariaee. 

16 COXK188IOJID m .apxr Wha t ia the rule, order 

17 or law that haa given riae to yow concern ae to the 

18 way joint marketinq will be interp.·eted? 

19 1fiDU8 8CIIJIYBt I'd have to rete.r 

20 prlaarily I think it'e PCC Docket 96149. And they 

21 there•e a lot of diecueaion uonqet the partiee ae to 

22 what an affiliate can do and what the 1nouabent can 

23 do. 

24 CQMMX88lOIZI CLa•sr And what ie th~ lew or 

25 what ie the proviaion in the Teleco=-unicationa Act 
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1 that give• ri•e to that diacua•lon? 

2 Wlftlll ICKaUa I believe it '• in either 

3 hotiONI 271 or 212. I'd have to Un!S 1~ tn4 I think 

4 probably rind out. 

5 OOW'tlllOIJD CLUJta Well, I eUJ lUt you do 

6 by the tiM you COM up on re!l\lttal. 

7 Let .. a•k you another thine]. You talkecS 

8 about inteqratecS and joint aarketincJ thine]•, &ncS you 

9 talked abQut doing cellular, local and long di•tanca, 

10 a•auminq you had authority under 271, and you aay 

11 otf•r a paokaqa tor $60. 

12 A• a aLEC, would you be required to otter 

13 that to NCI? Say, they could buy it at $60 anc1 than 

14 raeeU it? 

15 Wl~l ICUIII The local axchllJI9a portion 
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16 would have to be available tc~ re•ala, not nece• .. rily 

17 the othar coaponant• . Hot tha c,~J lular ccmponant or 

11 lonq diatanca co.ponant. 

19 COMXIIIIOWia CL&a&l So .t'• only 90in9 to 

20 be tha local aarvica that you will be required to 

21 raaell7 

22 

23 

24 

wt~l acaaraa Yes. 

COIIUI%111011111 ~~ Okay. 

OOIOUIIIO ... DIIAI01fl HOY c1o you deteraine 

25 at What pri~ you have to re•ale? 
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1 wz,. .. a aaaaraa I'• sorry? 

2 CO¥MT881010!R DD.IO•a Hov <So ,•ou <!ateraine 

3 at vhat price t. a pac)tage4 service, an<t by definition 

4 "pac)tage" mean• it'• a group of services for one 

5 rate -- hov <So you <!etaraine vhat rata is applicable 

6 to the local portion of that pac)tage? 

7 WI'l'IQ88 eaaant We vill have to break the 

8 pao)taga apart tor aeveral reasons an<! <!eteraine 

!I precisely vbiob portion 1a the local exchange piece. 

10 One, I believe va•re require<! under the 

11 Plori<Sa commission ' • price list to have a price for a 

12 local e.xChange service. TWo, the taxation portion 

13 the taxes on the local exchange pieces, especially in 

1 ' Florida, vould vary fro~ the o-bar c~ponante, say tba 

15 cellular or long distance. If tb~ $60 -- and I'• 

16 going to aaxa this up -- va'd have to detaraina that 

17 eaCh is $20 each. It probably vo\ldn 't vork out that 

18 smoothly. And the third reason ia for univereal 

1!1 sarvice fund. Typically there's a basis of local 

20 exchange revenue that has to be attributed tor which 

21 one pays. So va would havo behin<t $60 tho thr-

22 oo•ponents and hov they vsre encompassed for those 

23 l' aasons. 

24 COIOUBl lOJID DIWIOJII Are tllara any 

25 quidalinaa vhiob you have to fo llow which require you 
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1 to allocate that packa9a price to the loe& coaponant 

2 in any certain way, or ia that at your dit Jration? 

l UUU. ec.nar Tbar• are no apeoifio 

4 quidalinaa. I think the biggaat iaaua vculd be 

5 taxation, if va -- for alUUipla if the taxu vera 

6 larger on the local exchange piece than they vera, 

7 aay, on the cellular piece. And ve aaid ot the $60, 

e t1 ia looal exchange and $59 for cellular, I auapeot 

9 the tax people would have a problem with that. So va 

10 will allooat.e baaed on our input coat baaicaU.y. Tbat 

11 would be the guideline va uee. So it we were to pay 

12 $tor 18 each of th .. and aarlt th .. up $2 for our own 

13 co•t, it would be $20 each. 

15 Coa~~ilaion haa authority to review? 

16 WiftBII acur•• I nteraatJ ngly, I believe 

17 the Cowaiaaion hae outatanding a pr~poeal for the 

18 price liet, whether the complete pac~gea muet be 

19 aubaittad vitb the price liat. And I aeeuae it they 

20 adopt th'lt partiCI\Ilar rule, they would have the riqht 

21 to review the underlying coaponanta to ••• what 

22 ancoapaeaad the package. We have no probl .. with 

23 g1Vi"9 it to the coui .. 1on, lt that'• a quution. 

24 Even it they don•~, we would want it to be 

25 proprietary. 
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1 CO"DJI .JOIDIIC*a You tallt 1~ your 

a te•tiaony about tlle rc:c proc:eedinq whar• they at laaat 

3 looked at tha ieaua or d1aor1ll1nat1on an4 

4 oroaa-aWieldy ad.dltlon. 

, 1JX'I'Jq.l8 80JmYII Yaa . 

6 conn• JOD80Jit I'a not vary faailiar 

7 with that particular proceeding. Wara thaaa iaauaa 

8 the axaot .... laauaa? And ia thia a 272 affiliate aa 

9 the PCC would have daaaribad it? 

10 WXUUI ICJIIYII Yea. 

11 CO'A!QW J010180Mt 1 ltnov :·ou aay hera that 

12 the arquaanta that ara baing raiaad vera arqued at tha 

13 rcc. Ia ttlia tha proo .. cling where thay talked about 

14 they didn't want ~o atifla lnno~·ation or creativity. 

15 Explain aora. You talked about it ~or about ten 

16 aantancaa hera. Could you explain a little aora about 

17 that proc:aadinq and tha PCC • • dataz::a .nationa on thia 

18 apeoitio iaaua? 

19 

20 

WlYMU8 8C&Itl1 Yaa. 

conn• .JOD80Jit I aay be confuainq it 

21 vith anothar ona of their proceadinqa vbare they 

:u tallced aboUt innovation an4 creativity an4 not vantinq 

23 to atifla that. 

2 4 W'l'I'Jq.ll acawua 'l'bat'a a aaall piac:a of 

25 thla ona. In tha docket, it'• 96149, ia tha 
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1 particular FCC doolcet, they ware dulin9 with, aaongat 

2 a lot of thinga, of cou.rH, one of thea waa the 

3 relationabip betv .. n affiliAtea, Bell oparati g 

4 coapany attiliat.a, an.d what could an attili&c.a ot the 

5 incuabant do and not do, and hov it would be dealt 

6 with. 

7 Baaieally -- Gnd a lot ot concarna wara 

a raiaed ai.a.Uar to the conearna raiaed Mre. Baaieally 

9 wl\at the PC<: concluded waa that there ware adequate 

10 rulea tor nondiacriai.nation in place. That if a 

11 att111ate of an incumbent wanted t~ reaell or uaa 

12 unbundled network. eleaenta ot the i.ncua.benta to create 

13 a local exchange aarvica of ita own, it vaa clearly 

14 allowed to do ao and it waa allowed and eonaiatent 

15 with the Act. 

16 Partiea raiaed aeveral d : ttarant concarna, 

17 one of which waa the UH of unbundl•4 network elamenta 

18 and the uae o f raaale. 

19 Z.aantially, aost o f the parti.. -- AT'T and 

20 KCI in particular -- baaieally conctded that r .. ale 

Z1 waa le•• probl ... tic than the uae of unbundled r .. tvort-

Z2 el ... nt.. Tbe conearn robed about unbundled network 

2l el ... nt. ha4 to 4o v1tb vbat happened to tba ecc. .. 

24 1 eMrges. An4 the rcc, in ita evaluation ot that, 

25 olaiaed that tQ be unperauasiva and felt there vera 
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1 mora than adeqUate rul .. i n pl ace to take care of any 

2 of those concern.. 

3 rurtber, the FCC - - becauae, again, ',t va• 

4 arqued to the FCC that having an affiliate pr ovide 

5 local exchange eervicee waa not in the public 
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6 interest. 'l'be FCC found, indeed, it was in the public 

7 interest. And one of their r easonings vae that 

8 affiliate would develop new and innovati ve aarvicee to 

9 bri ng to the aarket that the incuabent aay not. 

10 All of that ie encompaeead in one fairly 

11 large section of that particular docket. 'l'ber e were 

12 certainly other issues that tho PCC dea~t with, 

13 accounti09 aafequarda and those kinde of things , also 

1 4 incorporated. But I •a referencing the specific part 

15 about the affiliates and the intag.·ation of 

16 atfiliatee. 

17 CBA~ JOKIBOB1 Were there objeotione to 

18 you eettinq up similarly situated cLE:s in Alabaaa or 

19 in South Carolina? Or did it pass wi\~out objections 

20 being filed? 

:n n~• 1011n•• Nr- . we had plenty ot 

22 objections in all 

Wl~ .. , UCBWie• Yea. Absolutely. Me've 
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1 a lao bacS thea in cvo othar atataa. E 1t th.a three 

:a ~iaiona that vue aacSe, south carol na, A1abaaa AN! 

l in Geor9ia, eiailar parti••• it not ~ .... part1 .. , 

• did intervene. Anc1 I vaa or oaa axaained in t.boaa 

5 caaaa under •••entially tbe .... iaauea. 

6 CDDM)W JOBJIIOJII Oltay. Ttlarut you . 

7 COMXII8Ia1Zl OL•••a Kr . S<:heye, juat one 

I thin9. Ia !Wxaa the only one that haa aaicS no? 

~ nnue ecm::aYaa Kiahigan alao aaic1 no to 

10 OTB, but not to Aaeritech. Anc1 their raaaonin~~ tor 

11 OTB vaa they -- tirat they approved Aaaritach, ancS 

12 then Halted 0'1'8 in Michigan. Anc1 they allieS the 

ll raaaoning vaa it vaa oond1tiona1t thAt GTE hAd not 

H ab1c1ec1 bY the arbitration requb " .. nta thAt tbe 

15 Kiohigan Coaaiaaion hac1 banded dovn to GTE. Por 

16 axaaple, 0'1'8 vaa auppoae4 to have ei.,nacS an aqre .. ant 

17 vith, I believe, it vaa AT•T -- but micbevar oarrier 

18 it vee, they hac1 not dona ao. And tb•' Michigan 

19 co-iaaion talt that until auoh tiaa ea GTE bad opened 

20 ita territory up to coapatition, it vaa not corroot to 

21 allow GTB t'o go outaide and beyond to COJtPAta aore 

22 •treotivaly. SO they conditioned thai.r approval on 

2l GTB ... tin; tbe requir ... nta ot arbitration. 

COMICIIIIOWJlll CLaUt What vaa the baaia on 

25 which Taxaa denied it? 
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1 

2 on an uni~a Texaa lav that doee not al 7V one entity, 

3 in tM.I otat GTI, to tlol~ tvo cUttarent caJ:tifioataa 

4 in the aa.ae qaocp:aphio area. Thera•• a particular lav 

5 in 'l'axaa that w have found to axiat in no other 

6 atata. 

7 COIOUIIIOJID CLU.Itl Okay , 'l'hanlta. 

a cnxao• .TODIOJfa Mr. Ellie. 

9 

10 ~aation? 

11 Let'• qo to the cirouaatar~• vhera 881 vill 

U be prcvi<linq a aarviea throuqh unbundled ele .. ntc and 

1) you ' ll have o packaqt again; tht ctllYlar, th• 

14 antarta1naent. Are thoaa qoin~ to be actually 

15 produced by 881 or will you be lik.ly contractinq vith 

16 other provider• for tho .... rvicea? 

17 II'IDUI acawtil life vould contract with 

18 otbar providara, either BallSoutb a1titiea or 

19 non-BallSouth antitiu, dapandinq on the area. 

20 

21 you -- let'• aay you bava -- lat'a look apecificelly 

22 at a collooation arranqeaent, okay? It there vera a 

23 joLnt -- let'• aay a aiatar BallSouth entity who vill 

24 pruvida one of your aarvioea that you 're goinq to 

25 paokaqa, vould it be -"' could it be poaa1bla that they 
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1 would join i n with one of these agreements to share 

a use of one of your unbundled elements? 

3 Uftlll 8CJUIIII They would not. be allovec1 

4 to do so. Only a CL8C could enter into a collocation 

5 or siailar agre .. ent with an inouabent. our cellular 

6 coapany, or our lonq distance co•pany, or pag1nq 

7 colllpany would not be certified to do so, so they could 

8 not en9a9e and ahara in our agree•ent. 

9 COMMIUIOIID .n.coJSaa That •s all. 

10 cana• JOJDISOJfa Mr. Ellis. 

11 IQl. u.LI8t I just have a couple 11ore, 

12 Mr. Scheye. 

13 0 (By ~. lllia) Ia it true that 8BE could 

14 provide any or all of the pack~~· of entertainment 

15 services, cellular services and In~'rnat services 

16 without purchasing local exchange setvico from 

17 Bell South 'l'eleco11111unications at a dh count? 

18 1 I think the answer is yes, we could provide 

19 it, but we don't see much of a market without the 

20 local piece in it. 

21 0 You could do that both within the nine-state 

22 BellSouth Teleco11111unications• territory and outaide? 

23 1 Could do that -- well, couldn' t do it 

24 out.1ide because those ant! ties of BellSouth don • t 

25 provide services anyplace beyond the Bell8outh region. 
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1 But I c;ueaa, in theory, ve could contract vith another 

2 ant&rtainaent provider. 

J Q Aa it atanda nov you intend to • mtract vith 

4 BellSouth Teleco .. unicatio~ for thoae aervic.. then? 

5 Por the local exc:haJovJe piece, air. That • a 

6 the only piece . 

7 0 Hov about tor the Internat, cellular 

8 excuee ae, the Internet, the cellular, and the 

9 entertainaent aervicee? 

10 A Por the Internet we would, it available, uee 

11 B•llSouth.net, which ia another affiliate. For the 

12 entertainaant, it it'• available, we would uee 

13 BellSouth Entartaimaent, again if it happened to have 

14 entertainaent aervicea or cable TV in thoM arue. If 

l!S 

16 

17 

18 

19 

20 

21 

22 

23 

it didn ' t, we'd have to contract. with a different 

vender. 

Q And, of couree, it you qo outaide the 

nine-atote Be118outh Teleco .. unicationa area, you have 

to contract vith ao-bocSy elee tor 'lie provieion ot 

the 111ervioee, at leaat until you're able to provide 

the• youraelt? 

& Tb&t' e correct, air. 

COIIIIIIIIOirD QUCIAI So the looal aerv1c .. 

24 :a your queetion, riqht? 

25 MJl, IlLLIS I I '• juat tryinq to .. parate out 
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1 the local services from everythin9 else. 

2 WlftiUI IC&iiil In the u .. -- lust to 9et 

J the olarif1C4tion -- H ve van outaide tt BST 

4 territory, ve •d contract vith some other inc\lllbent for 

5 the local piece and presuaably so .. other antitiea for 

6 the other piecaa as vall as. 

7 Q (8J Mr, illia) And you can do that without 

8 bal"9 able to purchase local exch&"9e service fro• 

9 BellSouth Tel~unicationa at a discount? 

10 A I can, again, do that, but I have restricted 

11 my aarketinq capability draaatically. 

12 Q And after, or if and vhan ae: lsouth ia 

13 permitted to provide long diatanc~ service -- exouee 

14 ••· a subsidiary of BellSouth Corporation is 

15 certiticated to provide lon9 diat .. l'lca services, and 

16 BSB ia able to provide those services, again you could 

17 provide any or all of that packa9e ot j on9 diatanca, 

18 Internet, cellular and entertain~~ent a l<S local 

19 exchange aervices without beinq able t' purchase the 

20 local exohanqe services at a discount f Lo• BellSouth 

21 Teleco .. unications? 

22 A Again, technically correct. But what you • re 

23 eayinq is I could operate outside the BST territory, i 

24 think, in that scenario. And we don't believe there's 

25 eiqnit icant aarket virbility if ve cannot include the 
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1 BST territory ae part of the overal: capabilitiu that 

2 we have. 

J 0 The only tvo tbinqa that 8ellSoutb BSE cAn 

4 do that Bellsouth Tolecommunioationa can not, before 

5 and after it'e able to provide long dietance aervicea, 

6 ie a) to provide outaide the nine-atate territory, and 

7 b) to aell local exchange service at a diacount 

8 without being required to make that discount available 

9 to co:apetitore? 

10 A Well, let me say I think that's a yea and 

11 no. If I aold the local exohanqe ~ervice -- and I 

12 believe commiadoner Clark '• queation was siiDilar t o 

13 thot ~- if I bought the local aervice at $18 but ay 

14 price liat price was $15, I wa.•ld have to aake it 

15 available to everyone at $15 and c~ntinuoualy loae 

16 aoney. So the part of that ia no, l d.on ' t plan to 

17 provide it at a discount in that tauhion. I do 

18 believe, but I can't recall, the fir••t part of your 

19 question, I think, was in the attiraa!ive, though, wae 

20 correct. 

21 Q Firat part beinq bellsouth 

22 Telecommunications can't go outaide ita nine-atate 

~:J tnr.l.t<!ry? 

24 

25 

A 

Q 

cor1·oot. 

The other 1• if BellSoutb Telecommunication• 
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1 provide• local excbanve eervice, vhicb, ot oc ~•e, it 

2 doee, it bae to provide that tor reeal6 at a Jiacount, 

3 an4 aSB vould not? 

COrrect. We do not have to provide it at a 

6 0 'ftloee are the only t\to ditfa.r~ batvaan 

7 BellSouth Taleca.aunioatione and BellSouth BBE in 

8 taraa of your urltatinq plan? 

9 a Aqain, not to br1Jl9 it bec:l(, but the full 

10 intaqration ot the long diatanoe eventually 1• alao an 

11 aapaot. 

12 

13 

D. IlLLI II Thank you. 

COKKI88IOWBR DBASOMI Mr. Scheye, you have 

14 to reaell -- BS! vould have to reeell at vhataver 

15 BSI!! 'e goin9 rate 1e that you otter to cuatoaera; ie 

16 that oorreot? 

17 ftftiUI ICDiilt We vould bavu to raeell at 

18 the going dieoount --

19 

20 tor ax .. ple, let•e juat aay if you're provid1nq a 

21 local eervica ae BSZ and the rata ia $17 a 110nth. 

22 WI~I acaaraa Yea. 

23 OC*JaetiiOifl:ll DDIOIII And I don't care it 

24 yo~•ra getting it troa -- at vhataver rata you're 

25 gettinv it froa BS'l'. That • e the rata at vhioh you 
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1 have to otter it tor raeala to eo .. one alee. Ie that 

2 oOI'reoU 

3 Wt'flrUa acaaraa Yea, that•• correct . 

conn• .TOJDI80ifl Staff. 

6 aao.a DUDD.'l'IOJI 

7 BY U . BaDIILLI 

8 Q Cood afternoon, Hr. Schaye. J\at to tollov 
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9 up on the laet quaation by co .. ieaionar o .. aon, where 

10 ie the -- what authority are you relying on related to 

11 our raealli"9 aarvicaa? 

12 

13 

14 

15 

16 

17 

A 

Q 

A 

Q 

A 

Q 

The 'l'eleca..unicatione ~ct . 

Do you knov what part? 

I'll find it before 1 coma back up. 

Okay. 

I believe it'• 251-A bUt I ' ll cbeck it. 

Thank you. Ia it your und ar~tanding that 

18 BSE would need to co .. to thia Coaa leaion to get an 

19 IXC certificate it it vanta to provi de l ong diatance 

20 eervica in Florida 

21 

22 

23 

24 

A 

Q 

A 

Q 

Yea. 

-- once BST baa the 271 authority? 

Yea. 

Okay. And it thia Cosaiaaion vera to grant 

25 the certificate that '• at ieaue here, and it 
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1 complaints are file<! concerning a y ~inc! of 

2 antieo•petitive behavior that's b an diaoua .. d bere by 

3 tbe int•rv•nora, voul!S PSC Statt b!lVI !l~!!l to your 

4 recorda to invaatigate thoae kinde of ocmplainta? 

5 & Yea, certainly. 

6 An<! in your opinion voulcS gTanting the 

7 certificate allov BellSouth -

8 conrstXOifD DDSOJia Excuse •• tor juat a 

9 eeoond. 

10 l'a ueually not one to point up when a 

11 queation aee.a to be legal and queation whether you 

12 have the authority to anawer it or not, but it sa ... 

13 to ae tbat, perbapa, ia a 119al qu••tion. 11 yo~ 

U ansver bindintJ on the c0111pan;? That if that eituation 

15 ariau, that thia ca.aiaaion hat the legal authority 

16 to go and look at the underlying rf'cor4s to <Setenlino 

17 if there'• any antico~etitive a:~tivity? 

18 WX'f'JIUS ScmaYBa Again, in the context 

19 and, again, aa I •va said many ti.mee before thll.a 

20 commiaaion, I'm not a lavver. But it ia •Y 

21 understandinq in the context of a for.al complaint or 

22 a eoaplaint by a cuatoaar, the ca.aiasion baa tho 

23 right to r.queat 4iaeovery of docuaanta, issue 

24 :mterrogatoriu, at cetera, and we're bound to answer 

25 thea aa beat v• can. so if that required in the 
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1 coaplaint proceaa -- again, it it vaa a ooaplaint of 

2 antioo•petitive behavior and you wanted to ... -

3 raqueat for our underlying raoor4a, aa far •• I ~. 

• at leaat in ay ~rience, we're COIIpellecS to turn 

5 th- over or incHoate a good ruaon vby we can't or 

6 ahoulcln't. 

7 C<*kUIXOIID DI:UOifl It aay be that it 

8 would be aubjeot to aoae type of proprietary or 

9 confidentiality, but it voul4 be available to the 

10 co-1aaion. 
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11 WiftU8 acmrtWa Yea . A lot of tiaea that'• 

12 the oaae, co-iaaionar, if it'a aarketing data. And I 

13 can BP44k for the COIIpany, I have no problea turning 

1• over inforaation to the Co.miaaion \f that's what the 

15 commiaaion naacSa to be aatiatied of our operation. 

16 Q (BJ IQ. Bedell) Would qrantin<.l thia 

17 certificate allow BellSouth ~laeoaaunic.tiona to 

18 circuavent the reatrictiona placed on Rl'OCB in the 

19 Teleco..unicationa Act? 

20 a Abeolutely not. Thera'• no J.apaot on BST'a 

21 obligation& under the Act and the way they will 

22 perfona th ... 

23 u. 811D11LL1 Staff doean•t have any further 

24 quea~ione, but we would like to have Kr. Schey•'• 

25 dapoaition idQntified aa an exhibit, and aoved into 
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1 the record. 

2 We have hie eXhibit and hie de~'eition 

3 tranacript, an4 three other atta~ta t • it vbicb 

4 are our int.erroqatoriea and our production ot 

5 doou.enta requeat a nd one late-tiled exhibit, it ve 

6 could ~o tbat aa a co•poaite exhibit. 

7 CJQDKNf JOIDIIOIII We'll aark that aa 

8 Coapoaite Exhibit 4, abort title RCS-!1. Ia that it. 

9 

10 

U. BBIILLI Tbat'a it tor Bta.tt. 

(BXbibit 4 aarked tor identitication.) 

11 c:aaiJUIUf JODBO•• COlllllliaaionera, any other 

12 queationa? Redirect? 

13 Ma. &ARLY1 We have no redirect, but aa I 

14 indicated at the initiation ot t b ia proceedif\9, ve do 

15 have the ordara that are reterr•~ to in Kr. Scbeye •a 

16 testimony, and I'd like to have tho~ introduced int~ 

17 th• record ot thie procea4inQ. 

18 csaxa.aa Jouso•• Kr. Edrly, did you have 

19 th- 11ate4 or juat you aean through,•ut the text? 

20 a. DU.YI Pardon -? 

21 mrann• JOIDIBOIII Are they Hated in 

22 chronolo;1cal 

23 a . DU.Y1 They are not Hated in bia 

24 taatiaony but he doea rater to the atatea in Which 

25 ALI!C or CLEC, dependin9 on bow you vant to call th .. , 
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1 certificat .. have bean qranted vith unraatrict•d 

2 atataWidt authority to affiliataa of ILEC And va do 

3 have copiaa of each of thoaa ordara, vith tba 

4 uception of one order in Pannaylvania, Which va have 

5 not bean able to put our hand• on. 

6 CJUIDDJI .70111180•• You've .. da tha copiaa of 

7 tboae ordara available? 

8 Ka. aa&LYI I have copiaa for all partiaa, 

9 all coaaiaaionera and starr. 

10 cs.I~ JOIIIIIOWa Ia there any objection to 

11 that? 

12 Ka. a&aLYa What I propose to do ia just 90 

13 ahead and identify them indlvidually and qive you all 

14 copiaa. And it would talca tvo or three ainutaa to do 

15 it. That vay we have the ident1:ication on the 

16 record. 

17 

18 

CHAIIUWf .701Df80•a Okay. Vary good. 

Ka. DJU.Ya The tirat orlfar ia the order in 

19 the atate of Alab&aa . 

20 OK.XPM•• JOB»BOXI Could you help hia? 

21 Parhapa aoaaona alae could paea thaa out and Mr. Early 

2:l could --

23 Ka. liUI.LYa Tbe tirat order ia the bport 

24 .mes order in the atate of Alab&&a entitled 

25 •Application tor a Certificate of Public Convanienca 

PLOR.IDA PUBLIC SERVICB OOKKI88XOK 



86 

1 and Neceeeity to Provide Loc4l Teleco~unioationa 

2 Service,• DOcle•t 25192. And 1 1111 qoinq •.o do t.he.ae 

l alphabetically. 

4 Clatava• JOKMIOWI Okay. 

5 a . DJU.Ya The eecond order ia the atate of 

6 Connecticut. State of con.neotiout, it'• Application 

7 of SNE'l' America, Ino. for a certificate of Public 

8 convenience and Hecaasi ty. Th ia order I 1 11 aorry 

9 Docket No. 97- 03-17, reflaotinq a data of June 25, 

10 19517. 

11 We have two Florida ord~r• that I believe --

12 Staff, you all have already entered for Florida -- we 

13 have the Florida GTE certification and the Florida 

14 Sprint certification. 

15 u . BCJILLa Yea. 

16 a. DJtLYa An4 tbo&e rre already in. 

17 'l'be order in Georgia h to BS!, it •e 

18 entitled •xntert. certificate of Authority to Provide 

19 Competitive Local Exohangv Telecoa=unicatione 

20 Service&,• DOcket No. 8043, Document No. 21493, iseued 

21 March 9, 1998. 

22 Tbe next order 1& the order of the etate ot 

23 Kan.aa in the 11atter of application of sprint 

24 eoamunioatione coapany LP for a certificate of PUblic 

25 Convenience to Provide SWitched Local Exchange and 
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1 Bxohan;a Accaaa s.rvica in Kanaaa, Docket No . 

a 96-SOCC-6~7-COC, vith a data at~p of Au;uat 7, 1996. 

3 Tb• nut 12oowa.nt 1• .ntitlK ·~pol"t M«2 

4 OrdarR before the Publio service couiaaion of the 

~ atate of lCiaaouri, antitloct "In the Hattar of 

6 Application of Sprint comaunioationa company LP tor a 

1 certificate of Service Authority to Provide Baaic 

8 Local Talacoa.unicationa Service and Local Exchange 

9 T.taco .. unioationa Service,• caaa No.nuaber TA- 96724, 

10 vitb an iaaue date of February 28th, 1997, anu an 

11 effective date of Horeb 11, 1997. 

12 Tba next order 18 one referred to by 

13 Hr. Schey• 1n hie teatimony . It'a the atote or 

U Michi9an, before the MichiiJa.n Public Service 

1~ co .. iaaion, in the matter of appl! cation of Aaeritaoh 

16 Coaaunicationa, Ina . tor a licanae to provide baaio 
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17 local axcban;a aarvico in Amoritect Michigan and GTE 

18 North, Incorporat.d exohan;ea in Mi•1higan, ca- nuaber 

19 U-110~3. 

ao Tba noxt document ia the atata of Nebraska 

:u before tho Nebraaka Public service Coubaion, i n the 

22 matter ot. the Application of Sprint COIUiunicationa 

23 C0111pany I.P, t or lln Am.natnt: to ~ta C•rtit.icate ot 

34 PUb.io Convenience and Necessity to Provide Local 

35 Bxchanqa Talaco..unication" Service vithin the atate 
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1 of Hllbraalta, application nUJil)er e-n 6, anterecl March 

2 10 , 1997. 

J Detore the Publio Utilitiea Coaaiaaion in 

4 H•vada, I n r•: A~plication of sprint coaaunicationa 

5 company LP, for Authority to Operate as a coapetltiv• 

6 Provider ot I nterexchang• T•lacomaunication8 S•rvice8 

7 vithin thll state of Nevada. Docket No. 969014. 

8 CDPMJW JOD80lh Oo aheac5 anc5 finiah the 

9 laat one. 

10 xa. 11RLY1 Well, I have another box. 

11 cu.IRDJI JOJDIIOWI Another box? I thought 

12 thJ.a vaa it. 

13 Kl. JaRLtt I think the other box haa About 

14 eight more ordera. 

15 cu.IJI.MJJI JODIOWa You c \n juet ataclt th-

16 up. An4 I knov you n•ed to go thrt.UCJh the boxe8 80 
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17 you can list them out for U8 to ma t e aura ve have thea 

18 all. You oan c5o that troa there, j\~t Hat thea talld 

19 be can pa88 thea out later. 

20 CONXX88%0WXR OAR~XAI The Chairman 18 8oarec5 

21 he may get c51uy anc5 fall 4ovn. We voulc5n 't want 

22 anyone to hurt theuelve8 . (Laughter) 

23 Kl. DILYI The next order 111 bator• the 

24 8tate of Nev Jer81ll'• Board ot Public Utilitiea, in the 

25 Hattar of Petition of Sprint co .. unioat1on8 Coapany LP 
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1 for Approval to Provic1a Local Exchange 

2 Talaco.aunicationa service, DoCket No. TE• ?6060479. 

l QDX'"NN .TODIOIII Hr. Jlarly, 1 you can 

4 tall ua tha titlaa of each of thu ha can 
~·· 

thu 

5 out later, anc1 that vay va'll have 

6 Q , JIULYI I don ' t have • lbt. I ' a juat 

7 raac1inq thu off--

8 ~Jooao•• I -· afraic1 of t:bat. 

9 COIIXIIIIO ... OLU.I:a can I aalca a 

10 augqaation? If va go through the quaationing -- ia 

11 Kr. Soheya up bare on rebuttal nov? 

12 

13 rebuttal. 
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COIOai810WD OLUK1 Wby c1on 1 t you, vhan you 

15 c~ baolc up on rebuttal, qiva ua a Hat anc1 we'll 

16 aarlt it aa an exhibit anCS we'll p •Jt everything in tha 

17 recorcs. 

18 a . ~Y1 I actually <Son•t have a liat. I 

19 have the or<Sera. 

20 C<»>UIIIOJrD cr.apr 1 Soubo<Sy can IIAJca tha 

21 liat vhile va have tha other vitneaaaa. 

a . ~YI Oltay. 

Q, ltlUT1n1 TbllM you. 

arano• JODIOIII So, Kr • .Barly, va• re 

25 through Nav Jaraay, but if go abaacs anc1 go Alabaaa 
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1 throuqb Haw Jaraay --

a xa. &aaLYa Start with - - aincc you have up 

l through New Jereey to etart with North Q :olina, vhiob 

4 would be the next one. 

5 conn• .JOBJqOJia Tbat•a fine. 

6 Are there any other aattera for you.r witnaaa 

1 at tbu ti.IM? 

8 xa. bJU.Ya That • a all we have at thia tiM . 

9 Thank you. 

10 CDXDU .JODIO•• You can be excuaed. 

11 lfXUII81 ICIIIYII Thank you. 

12 xa. XoOLOrJIJ.Ua Cbainaan Johnson, I aova 

13 Bxhiblt 3. 

14 OKliDU JOKIIO•a Show Exhibit 3 -- that 

15 vaa the Xantucky order? 

16 Ka. XoQLOTKLIWa Riqht. Application. 

17 Q1RDOJI .JOD80llh AcSaf ttad without 

18 objection . Kr. Early, you bad B~ibit 2 vhich vaa a 

19 co•poaite exhibit. 

ao xa. bJU.Ya Exhibit 2, that waa the 

21 co11p0aite exhibit contl\ined aa an attacbaant to 

2a Kr. Schaya•a teatiaony. 

a: aDXJUO.II( JOD80lla Wa'U allow tbat acblitted 

24 without an ob1action. And Staff, EXhibit 4. 

25 Q, IIIJ)ILLI Yaa. 
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1 

a vitbout objaotio.n. 

) (EXhibit. a, l and 4 r•c•ivad in evidence.) 

4 .a. lloGLOrKLilll Chainan Jobnaon, 

5 CQPMfaeionara, PCCA, AT'T and KCI are jointly 

6 aporworin9 the taatillony of Joaapb C:illan, vho va call 

7 nov. 

8 

9 JOIDK OtLLU 

10 vaa called aa a vitnaaa on behalf of PCCA, KCI ' AT'T 

11 and, havinq bean duly avorn, t .. tf ~iad •• tollova: 

1a Dialer I IAMIXATIOK 

l.l 11 xa. •oo~nu 

14 0 Would you plaua •~t• your na•• and 

15 addraaa? 

16 A Joaaph Gillan, P. 0. Box l 410l8, Orlando, 

17 Florida Ja854. 

18 

19 

20 

21 

22 

23 

24 

0 Kr. Gillan, cUd you prapa.·a and aubai~ in 

prafilad ton your direct taatimony .~ thia 

procaadinq? 

J. Yea. 

0 Do you have that d001111ant before you? 

Yea. 

00 you have any change• or addition• or 

25 correction.• to aalca? 
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1 

2 

A 

0 

Ho. 

Do you adopt tho quutiona and anavera 

J contained in the docuaent •• your direct testlaony 1n 

4 thla procoedln9? 

5 A Yu. 

6 a. M.oC~~M~~:LD1 I requaat Kr. Gillen'• 

7 direct toatiaony be inserted in tho record at thia 

8 point. 

9 ORJoD!O• JOIDlloala It will be inaortod •• 

10 thouqh r aacs. 

ll 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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Q. 

2 

3 A. 

4 

5 

6 

7 Q. 

8 

9 A. 

10 

l I 

12 

13 

14 

IS 

16 

17 

18 

19 

D~ Testimony of 
Jo~eph Olllan 

on behAlf of the 
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florida Competitive earners AssociAtion, 
AT&T Communicatlolll of tho Soulhcm Statc1, lno., 

lllld 
MCT Telecommunications Corporotlon 

Pleue at•tr yolll' name, bUJlDeas address aad occupation. 

My name is Joseph Oillt111. My business address is P.O. Box 541 038, Orlando, 

florida 32854. I am an economist with a consulting practice ~ializing in 

telecommunications. 

Please brleOy outllDe your educational buqround and rtlated esperltnee. 

I am a llflldua!C of the University of Wyoming WCcre I received B.A. and M.A. 

degrees in economies. From 1980 to 1985, I was on llle staff of tht' Illinois 

Commerce Commission where I had rcspon•lbility for tl e policy nnnlysis of 

IS!Ues crutcd by the emCfllencc of competition in rcgu II1Cd rna.rkc:&s. in 

particular the teleeommunic:atlons indU$11')'. While at tht Commission. I served 

on the staff subcommittee for the NARUC CommuniC41ions Committee and 

was appointed to the ~h Advisory Coancil overseeing NARUC's rc:aearch 

nrm, the National Regulatory Rescarc:h Institute. 

In 19f 5. I left the Commission to join U.S. Switeh. n venture fliDl organized to 

develop interexchange llOCeU networks in pllttnttS!tip with independent local 



2 

3 

4 

s 

6 

7 

8 

9 

10 Q. 

II 

12 A. 

13 

14 

IS 

16 

17 

18 Q . 

19 

20 A. 

tcltpbonc companlu At the coo ur I QlfJ, I rc incd my position of Vice 

President·MatttetingiStratcgjc: l'lannina to bcgiJ.. a consultina pracdcx. 

Over the past decade, l have provided testimony before: more: than 2S state 

c:ommluiorUJ, four state lcgislotwes, the Commc:rc:c Committee: o f the: UniLed 

States Se.we, and the: Federal/State Joint Board on Scparntiom Rcfomt. I 

currently aervc on the Advisory Council to New Mexico State Univcl'$ity's 

Center for Rqulation. 

Oo wtJote bdaall1re you teatlf'ylua? 

9 4 

I am testifying on bcbAif of AT&T Communications of the Southern States Inc. 

(AT&1), MCI Telccommunicetloru C'orporalion (MCI), and the Florida 

Compcdtive Carriers Astoeillion (FCCA). The FCCA is an auociation Yoith a 

broed mcmbenhip, commiu.ed 10 the development of competition across all 

aavi~ and all areas of l-1orida. 

Pltue uplaiD the fundamental bauc ID tbb procudlnc-

Th~ is really a single Issue of lmportAneC to this proceeding: jUSI how many 

21 BcUSouths does it c.ake 10 provide local aervice in its own territory? In the 

22 testimony whlcb follows, I explain lhit because N1111W11trl will dlsccm only 
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one BcliSouth -and lrnutors will C"aauace a sin{ c BeiiSouth - no valid 

purpotc: would be accomplilbed by 1 rqulatOf}' I) 1c:m that pretendJ that there 

ue two. Tbo Commission should reject BeiiSou.th 's request for 11 second loall 

certificate in its own territory. 

To make more clear the diiiC'.Isslot11 whld! follow, I refer to (nnd distinguish 

between) the three principal BeiiSoutlu With the following nomencl11turc:: 

(I) Bell South. refers to the holding company which is the sinaJe 

entity of economic: n:levanc" to ln\Utol'l and the only point at 

which BeiiSouth'a manAgement !• judged, 

(2) BeiiSouth Telecommunications (Bell SoiL b-T), is the existing 

local c:x.dlangc: carrier pn~vidln& KIVI;c In Florida, and 

(3) BeiiSouth·BSE, is the •nc:vl' local exchanj~e carrier accking 

authority in this Jll<l cc di111 to compete as a competitive AlEC. 

(In addlllon to bc:l~~g the incumbent loc:al ex.c.hllnae carrier, BeiiSoulh·T 

applied for and received 111 AlEC cc:rtifieation.) 

3 
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Pleue lllm.mariu tbe pu.rpou o1 your test!m11·ry. 

The purpose of my cestimony is to explain why the Commission should deny 

&USouth a c:ettificate to "compete apinst itscll" throusn the legal 1111ifice of 

BeiiSouth-BSE. By requesting a certificate as llll Alternate Local Exchange 

Carrier (ALEC), BeliSouth Lt !CCicing a form of bAck-door deregulation th.at 

wou:d be every bit as effective as if the compMy had directly requested that 

the Commission repeal the Telecommunications Act of 1996, Chapter 364, and 

rewrite its rules to elimlruuc the distinclion between BeliSouth and legit.im.atc 

enttant-competitors. 

I W1Ult to make clear Ill the outs..t. however, that the carriers sponsoring my 

testimony have no objection to &U:::®th' s entry and participation 115 M ALEC 

outside Its own territory. AB BcllSouth-8.:€ 5Ceks to win nnd serve the 

customers of GTE and Sprint, BeiiSouth-BSI' will cxislas a distinct competitor 

to thetc inl:wnbcnt LECs, with a llll1lque martel presence IUid an economic 

relationship no different than My other enlnll •t. 

Within BellSouth-T's territory, ho.wcver, BeiiSouth-BSE is a sham enll'llllt, a 

second &USouth indistinct from the incumbent LEC. Itt every meaningful 

way, &USouth-BSE 1J &USouth-T. The sole purpose for BellSouth-BSI! is to 

enaaac in market behavior that &USouth-T is not, for sood reason, allowed -

4 
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with the collateral cffeel of diluting (if not avoiding) Bc:IISouth"s obligations 

under the fcdernl Act intended to promote local compct.ition. 

What 1.1 aa AlltrMtc Local Enhuge c.nitr? 

97 

The Florida regulatory structure is founded on a fundamenl.lll distinction 

betwcea aew enltallt local companies (authorized to enter the market no sooner 

than January I, 1996) and incumbent local telephone companies, including 

BeiiSouth·T. The stoiUie makes clear that it i.s the pol!cy of the StBte of 

Florida to rcspCCI the very real diffcrcnces between enlnlllt and incumbent local 

carriers (scc, for instanCe, FS 364.01(4Xc) which directs the Commission to 

promote competition by subjecting new entrants to o lesser level of rcgula1ory 

oversight than incumbent local caniers). 

For the state SUJtute to have meaning, the ,\ LEC designation is intended for a 

fundamenl.lllly diffc:rcnt t1cononolt: unit than the 'ncumbent loc3l exc:lumge 

carrier. Similarly, the federnl Act. i~ premised 0' 1 11 dear distinction between 110 

incumbent LEC and its entrant-competitors. T'ac centr11l point of my tes1imony 

is that no such economic distinction can or wil ' exist between BeUSouth· BSE 

and BellSouth·T, even if a superficial legal diS'.anction applies. 

b It rea~Qa•ble to coDJider BellSoutb·BSE u aa "allematlvc" to 
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BtllSoulb-T? 

No, not withlli Bell South-T's territory. BeUSoulh-BSB has a .orket und 

economic relolionsbip to Bell South-T which elimin.ntes any meaningful 

distinction between these entities. 

First, BeiiSou:h·BSE will not occupy a unlque position in the market. Within 

BeiiSoulh's region, BeUSoulh·BSE will tnlde on the some n.nme recognition os 

BeiiSouth. The legal distinction in its n.nmc will have no practical market 

significance in the eyes of consumers. 

98 

Second, the Commi.uion should place no faith in the superficilll claim that 

BciiSouth-BSE will intertiCt with BeiiSouth-T on an arms-length basis. 

BeiiSouth-BSE and BeiiSouth-T only cxi51 · in the eyes of inve51ors -· os a 

single economic entity (BdiSoulh). There nrc m• financial or nwket incentives 

for lhcsc companies to do anything olher thi!Jl mo c.imlzc slu!reholder value •· ft 

single objective inconsi51ent with an "orrns-lengt a" relationship. 

The Fallacy or the Separate Ideality 

lJ it reuonable co uped eouumen "·m distlogubb between BellSoutb·T 

and BellSoutb·BSE? 
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No. ln exchanges served by BeiiSouth-T, BeiiSouth-BSE's application is not 

a request to ~nur a new market a.s 110 ALEC. Rather, this a plication 

represents Bei!Soulh's mnlry lo Irs own markru lhrough a .~cond dlslribulion 

channel (i.e., BeiiSouth-BSE) with lower ~latory obligations. 

Plrst, ills clear that BeiiSouth h115. cho~ to name BeiiSouth-BSE with the 

intention of capitalizing on ~ BeliSouth name. Mr. Scbeyc testified in South 

Carolina that BellSouth-BSE will trade on the BeiiSouth name. logo and 

reputation (Docket 97-361-C): 

... [w]bilc there bll5 not been 110 explicit dis.:usslon, it's been. 

gencmlly, that we would market under the BeliSouth name ... 

(Tr. 24) 

••• 
Q. ls BeiiSouth·BSE go:ng to usc the little b :II logo? 

A. I would c:crtainly hope so. Yes. [Tr. 25] 

••• 

Q. You indicate ... that one of the rcii5011S why you wanted to do this, .. 

was t.o get in business and not be restricted by your BeiiSouth terri tory 

... why not stal'1 there? 

••• 
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A. Why not start in the 41 othct states? 

Q. Instead of starting where you ba~'C li piUffiC<! alm..dy? 

A. Two rn10ru. One, IJ clearly the DciiSouth name is not as well 

known there:. Sccor.dly. in the business nwicct the idea would 

be, a too~pany tllll miaht have a foWlding already hcte in one of 

our 9 states but has branc:hcs in other states. W c would try to 

attract all tllll business. Conversely. if I started in California 

and Utah and I don' t have a presence: there, I don't bave 11 

~plllatlon then:, I don' t have a narnc then: o.nd probably lulvc 

little basis for going into bus!l'less. [Tr. 76]. 

1 0 0 

Even if c:onsumera c:ould discern a clc:ar dih~rrncc: between Bell South-OS£ 1111d 

Bell South-T, there is no n:uon why Bell South ' YOuld M'Otll c:onsurncrs 10 do so. 

The very feet that Bell South has chollen to nam: its new affiliAte Bell&-ulh 

(albeit with 1 BSE on the end) m,uls its inter • to blur any distinction between 

these c:ompanics. 

Wby I~ couamr~JKrftlltioa lmportut? 

The problem stems from BciiSo\ll.h ·, position u 111 exrlulnge monnpolisl This 
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position of incumbeoc:y provides BeiiSouth ccnain market advantages (like 

already tefVing all of the local c:USIOmm In its tmitory). oth the state: and 

federal staMCS have imJ)O'Cd specific obligations on BeiiSoulh - from price­

cap regulation. tariffs to avoid diJICrirnination. and the requircmct~t 10 open the 

network to othc:rs- to curb BeiiSoulh's ability 10 exploit the advantqes of lhiJ 

inc:umbeoc:y. 

By en:aJ.ina a legal entity that II impaccptibly different in the market - but 

which Is subject to none of the oblig.ations of an incumbent aurier - Bell South 

is able: 10 retain al l the market advantqes of loc:wnbency while gAining llll the: 

flexibility of non-domi.nancc. ThiJ strategy provlcks BciiSoulh it~ desired 

deregulatory freedom, without the i,_ovenience of actwilly losing any mnrket· 

control. 

Wbll would be tbe tfYtet of BcUSoutb bdllg a ,It to compete lo tbt umt 

market tbrou&h two 1~1 cntltl"' but one ma br prestncd 

It iJ impossible to predict With ccrt.lllnty ~1"<'1')' pn blem that would be crated 

by authorizina BeiiSouth 10 offer the same set of Jer'Viccs througb two cntitio • 

• each SJtbjcct to different rules and obligations - in the mmc market. 

However, there are three advcnc c:onscqucnces from their proposal that are 

immediately apparent. 
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First. BellSouth will have gained llll ability to improperly benefit iu 

~suJatcd allil1atc lhrouah costs incwrcd by its rqulated r•vln. For inst~~ne:. 

BeUSouth has recently &llllOUilCCd a $20 million 111h"C1ising wpaign Intended 

to promote "BeliSouth's• teehnologic41 skills. Like all product non-spec:ific: 

DdverdsiJia, theae ldds will promote BeliSouth-BSE and BeliSouth-T Without 

differentiation. (In fiC1, it is diffic:uh to c:o.nc:civc of any lllh"Cttiscmcnt lhllt 

includes the BeliSouth name: and logo that would not benefit BellSouth-llSE.) 

Scc:ond, BellSouth-BSE would provide Bc:JISouth the: ability io discrlrniMlc: in 

favor or ~elec:t CUitol'nct1 by offering taracted products tlvough BeiiSouth-BSE 

that are not sc:nc:mlly available 10 olhcr BellSouth customers. lkllSouth-BSE 

would (ec:cording to BellSouth) be: tn:aled like WI)' other ALEC. vo'ith the: 

nbility to c:onlntel with customers outside of Bc:IISouth's tariffs and otherwise: 

applicable rules. 

Third, BellSouth could use BeiiSoulh-BSE to s oid its oblisntions under the 

federal Act. in pllrticular iu obligation 10 pmnt the unrcst.riaed resale: of iu 

services at wholesale: rates. 

How would &J'IUlliD& BeliSoutb-BSE local "rvlu authority tn lk11Soutb­

T'a territory raable &llSoutb·T to evade: Ill wbolculc obUpllon? 

10 



2 

3 

4 

s 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

A. 

1 0 3 

The fcdc:flll Act establishes o number of tools to occ:clc:rntc: the entry of 

competitors to tho oxc.hange matket, including th. resale of local cx.chnnge 

service. The viability of the resale entry option i dependent upon the marcin 

~'CCII the retail rau:s ovrulablc: to consumers Md the: wbolc:sale prices p:Ud by 

enlnUlts. 

The premise of the wholesale pricing option is that the relcvnnt "rclllil" price is 

the tariffed rate of the incumbent local cxc.hange carrier, in this case Bc:IJSouth­

T. Approving BcUSouth-BSE would viohuc this principle by providing 

BcUSouth two tcpl cntlties - yet a sfnglt market presence - to offer its local 

services. BciJSouth would be able to n:prir~ cxlstlng services nnd introduce 

new ones through BeiiSouth-BSE without any obligation to offer a wbolcsalc 

equivalent subject to the appropriate discount. In effect, the "rclllil" price 

ulewml to the wholesale entry optio1; would be different than BciiSouth-T's 

list price to which the wholesale-discount ••bligation applies. 

For instance, BciiSouth-T's local rate todD! (Rote Group 12) is $10.65, to 

which the Commission-approved discount o:· 19% applies. As o result, the 

wholesale m.argin is $2.02. BcllSouth-BSE, however, could offer the: ici ... "ic:ol 

service, to the sa.mc customers, for $8.65 •• which, from the customer's 

pmpective, is equivalent to "BciiSouth" reducing its rates by $2.00. Because 

the lower rotc Ia offered by BciiSouth-BSE, however, the wholesale: discount 

II 
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would not apply, the margin available 10 the competJ g releller to cover illS 

2 own tosts would be eliminated, and legitimate resale· onscd tompctitors w.~uld 

3 be driven from lbc nwlcet. 

4 

s Q. 

6 

7 A. 

Do you have u y other roneerns wltb raped to &IJSouth-BSE'• requert? 

Yes. Al though I have foc!Ucd solely on the most obvious Bb~Ue, 13o11SouLh'~ 

8 request for 113 JJeUSouth-BSE affililltc can be vie~ more fundamentAlly as 

9 ctron 10 obtain the regulatory flexibilicy of non-dominant regulatory SUltus 

I 0 without first losing (and, as 11 consequence, perhaps never losing) its dominant 

II market position. The point of my testimony relates to bow this suucture will 

12 impact riwls and the potcntial for local competition. But the Commission 

13 should abo consider, as a separate matter, ·vbether it ever makes sense to 

14 permit BeiiSouth to approach the same SC'I of c.'SIOmers, with effectively t.he 

IS same set of services. marketed under o single cc:porntc: identity. but using twin-

16 providers subject 10 different rcguDa10ry rules. 

17 

18 The Fall.acy of Arm' .. wgtb Independence 

19 

20 Q. Doer BeUSouth-BSE have the aame economic relationship to DeiiSoutb-T as 

21 other entranll? 

22 

12 
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No. Only BellSouth-DSE enjoys an Identity of ownenhip with BciiSouth-T. 

As sucl!, there is slweholder·indiff=nce will 1 BcUSouth as to "ilethcr a 

service is sold by BeiiSouth-T or BeUSouth-B •• E: the effect on BeiiSoutil's 

invesunenu, expe~Ue$. revenues and. ultimately, profits Is identical. When you 

own tbc pan!$, It does not matter in which pockd you keep your money. 

Of course, this same c:nlculus does not apply to any other competitor. If the 

Commission were to 8J11111 this eertifiente, any price paid by BeiiSouth·BSE to 

Bell South· T would be no more than o transfer from one Bell South pocket to 

another. By conlniSI, the prices that entrants pay Bell South-T arc a n:aJ 

economic cost they incur. Similarly, any .dlif\s of customen from lkiiSouth-T 

to BciiSouth·BSE would be all in the family. On the other hand, if 11 bono fide 

new entrant loses a customer to BeUSouth-T, a n:aJ market loss oecun. Only 

BeiiSoutb-BSE CM vlow BeiiSouth-T as a partner and not a competitor. 

Is then any evidence that B~IISoutb·BS £ will operate lndr~ndently of 

Be11Soutb·T (and, for that matter , Brllloulh)? 

No. Testimony In other SUites confirms the obvious •• BciiSouth-BSE is simply 

not an independent ccollOnllc unit. For instance, Mr. Schcye admowledses tluu 

his primAry mission (as well as t.bat of other BeiiSouth mnna.serncnt) is to 

maximize shareholder value (Doc:lcet 26192. Alnbllrnn PSC, Tr. 40): 

13 



2 

3 

... in our compnny, at lcnst, whnt we try to do is to maximize the 

value for the JtOclcboldcr. 

, 0 6 

4 As noted, however, then: is n single stockholder for BellSouth·BSE - the snmc 

5 stockholder of BciiSouth·T. Then: can be no true "arm's length" rclnllonsbip 

6 between these finns since each lw the objective of maximizing the same 

7 return. 

8 

9 Second, the absence of independence is also evident in the fonnulation of 

Ill BcllSouth·BSE's board (South Carolillll Docket 97-361-C, Tr. 45): 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

AT&T Counsel: 

Mr. Sebeye: 

Now I take it, 1111 of these wholly owned 

subsidiaries, none have n separate Board of 

Directors? 

They do have a Board. Typically I or 2 people. 

Typically they are Bell louth rcople. They don"t 

[have) an outside Board if that's what you're 

tallcing about. 

21 There is 110 independent voice bccausc there is 110 independent purpose -

22 BellSouth-BSE is nothing more (within BcJISouth's serving territory) than 

14 



2 

3 Q. 

4 

s 

6 A. 

7 

8 

9 

10 

II 

12 

13 

14 

I S 

16 

17 

II! 

19 

20 

21 

22 

Bell South-T's deregulated twin. 

Are ih~re oth~r enmpla whleb demonJtnte tul BeUSouth-BSE b not • n 

l.odept .. deot eeooomlc uoll? 

Yes. BellSouth-BSE lw Indicated tluu il intends to operate primnrily by 

reselling BeUSouth-T's re1ail services (South Carolino Docket 97-361-C. Tr. 

59). Servlc»n:sale is only fiiiAIICially viable, however. if the enlnlnt can 

provide marketing and customer support more efficiently lh4n the incumbent -

and not just modestly so, but by at least an amount ncccuary to offset any 

pricc discount needed to attract lhe Customer. 

1 0 7 

Apply this equation to lhc operations of BellSouth-BSf:. Is there any reason to 

expect that BeliSouth-BSE can provide 1!1.11U-ing and customer ~ec onore 

efficiently lh4n Bell South-T'1 Will BellSouth·B~ E have: grc:atcr skills lluln 

BeliSouth·TI If so, how - BeiiSouth-BSll Is st .fred primArily by fomm 

Ucll South· T c:mployeea. 

The: only reason that stn •lt;c:-ruale Is attrocth'<' to Bei/South-BS£ Is buauu 

the .fwrdamc:nta/ economics of servlu resole do not apply to Bc:IISouth-BSF.. 

Each dollar BcUSouth-BSE pays for the services il resells h p:1ys to n sister 

company; its l!Uirketiog costa arc reduced beeausc it btnefilJ from Clieh 

IS 
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1 0 8 

advctti.tcment run by Its sister company: and the price ditc:ounts it must offer 10 

attract customc:rs from BeUSouth me reduced because it will be perceived as 

the Incumbent. BeiiSoutlrBSE is an occounting lietior immune from the 

standard financial const1'11ints of its chosen entry strate~y. 

The Te:u.J Public Service Commlulon reeentty addrused a 1lmUar luuc 

witb raped to GTE. Uaw did tbe Tnu Commluloa respond? 

The TCXIIS PUC rejected a similu twin·provider request with the lesaJ·mtionnle 

that its stAle stalutc did not contemplate issuing two types of certificates in the 

same territory 10 the same comp:111y or an affiliate. The CommiJSion's press 

release expounded on its muooing a.s follows: 

"If we allow regulated companies 10 usc o.n affiliate in their own 

territory 10 ovoid their respo11$ib,:ities o.nd to enter the 

competitive market. we make a moc:l cry of the whole regulatory 

and lesaJ scheme." snid Commission r Judy Walsh. Both Walsh 

and Chairmnn Pat Wood, III. said !lust letting GTE's offilintc 

compete in OTE's service orca woul, be counter productive to 

the competitive local telephone market the PUC is wor!Ung 10 

ewtbllJh In 1'cxu. 
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SbouJd tbe Commluloo appron BeiiSoutb·' \SE'• « r11ncate aod jufl wall 

co addraa any probltm• lbal ariHT 

No. The problcou auted by BeiiSouth-BSE's certification within BeiiSouth· 

T's Cranthised area are suuctural and systA:mic to its proposal. The concerns 

identified arc not idle speculation. but arc the easily pred.ictDble consequcn('~s 

o!' creating the incentives that lie at the bean of its request. For instance. 

BciiSouth-BSE's re.We of BeiiSouth-T's services provides o clear exomple of 

Bcl!South·BSB achieving 11 mark.et·posturc that is possible only because 

BeiiSouth·BSE's oJliliatc relntionship. 

The fact of the mauer i.'l that &IISouth-BSE Is Bell South in the eyes of both 

conswncrs ond investors - ond, 11.> such, is not an independent economic unit in 

any meaningful way. The Commission .'lould not allow BciiSouth to use the 

legal pretense of o 5Cp1UUIC Bei!South-BSE 10 accomplish through the back­

door a level of regulation !hot its rules. th : Florida sunute. and federul Act 

would not grant directly. 

At the ouuet of my testim.ony, I asked (somcwlull rhetorica.lly) just how many 

BeHSouths does it take 10 provide local service In its franchised orcM? The 

D.riSWa' iJ one. The Commission s.bould deny BciiSouth-BSE's requcst to 

operate as an "alternate• local carrier within Bell South· T' s OflCI"'Iting rea ion. 

17 
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U tbc Commhdon vanta lkUSoutb-BSE an ALEC ~ertlflc-~te to ~omp«'te 

In the territory served by BeUSoutb-T, wb1 conditions or modification• 

ahould the Commission Impose? 

lf the Commission grunts BciiSoutb-BSE a cenificatt to compete as an ALEC 

in BciiSouth-T's serving tcrrritory, it should make liS 11 condition of BciiSouth· 

BSE certification BcllSouth-BSE's acccpliiDCC of all the oblig111ion.s applicabl~ 

to an incumbent LEC in the Federal Act, liS Wl:ll liS the requirements of 

Chapter 364 and the Commission's rules applicable to non-ALEC locol carriers. 

If BciiSouth-BSE's pwpose in applying for the certificate is to be able to 

package certoin products together 11nd to "follow" certain customers who move 

or add locations, liS de!cribcd in Mr. Scbcyc's testimony, then ~h conditions 

would not present ony impcdimem •o BciiSouth-BSE's stated gollls. 

Docs ebb coo elude your direct te~tlmo11y? 

Yc:o. 

18 
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1 Q CBJ Mr. koOlothliD) Kr. Ci tan, have you 

2 prepared a aumaary? 

J a Yea . 

4 Q Would you proceed, air? 

5 A Yaa. Well, the one-sentence SllmlllrY is that 

6 ve believe that there are alread,y enough BellSoutn. in 

7 the BellSouth aervinq territory tor the current 

8 aarltetinq conditiona. Tbare• a 8ellSouth 

9 Telecoaunicationa, the inouabent L!C, and there•• 

10 already Bell8outh Telecommunications vith an ALEC 

11 certificate. 

12 In our opinion the primary purpoee tor 

13 BellBouth•E ia tor Bel "South to uae the device ot 

14 certification to effectively .~come deregulated. Hot 

15 deregulated by loeinq their .arktt s hare, not 

16 deregulated by loeing their mark•t position, but 

17 derequlated by creatinq a dereql~ated entity and then 

18 havinq that entity otter the aar\"icaa that people vill 

19 d~nd in the future eo that ovar tt.e cuato..ra vi: ! 

20 aove to the new unrequlatad entity. 

21 Nov, what ia vronq with thia? Basically, 

22 that thia new unrequlatad entity will have -- will not 

2l in any woy la11an 8al1South ' a aarltet do•inance . 

24 CUato•ar• will atill underatand that we ' re qattinq 

25 phone aervioa from BellSouth. Tbe tact that it •a nov 
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l labeled BellSouth BSB, or vbataver na.aa they actu11lly 

2 end up abooaing to uaa in the aarke ~lace, they vill 

3 atill be porcoivod 01 BollSouth by cuatom&ra . 
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4 COKMXSIIOXIR DEliO•• Mr. Gillan, let •• aak 

5 you a question. Even the co~:~petitors -- and I'll uae 

6 the tara •traditional competitors• meaning AT,T, HCI, 

7 otbera other than BSB -- it they pursue a reaale 

8 strategy or utilization ot UNBa, that•a not going to 

9 diainiah BellSouth BST'a incumbent atatua either, ia 

10 it not? They are still going to have aarket ahara, 

11 it•a juat going to be wholaaale .. _. oppoaed to retail. 

12 WITKBBI OILLAHI Yea and no. It ia true 

13 that the fundamental network poa1tion that Dellsouth 

u baa ia going t :) take aany , :olany years to diminish. 

15 But there ia a tunda.aantal ditt.lrence between uaing 

16 network el-ants to provide serv: ce and uaing service 

11 reaale. And one or the problems I aee with t~e 

18 BellSoutb BSB application ia tha\ they vill be a 

19 aucoeaatul reaaller because they, and they alone, ar e 

20 paying all their dollara to their abter co•pany. So 

21 that at the level that it mattera, when BellSouth 

22 Corporation haa to go to ita investor• and aay "We 

23 9~th•r ~ada money or we didn't" it'a not goini to 

24 aatter whether the dollar• oama in through BellSouth 

25 88£ or BellSouth-1.1'. What aattera ia that cOllbined 
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1 profit statement, and vitb service resale, that 

2 coabined profit ata~ent 18 very pro itable tor 

3 BdlSoutb . Yet any otbar urvice r-~ller baa to aake 

4 all of ita money on the aervice that it ' a reaellinq, 

!I ao they will not be able to compete with BellSoutb on 

6 that baeia. 

7 cooxee:toaru DDBOJit It we aet the pricea 

8 correct, Yhy 1a it that 88'1' -- it ...... to •• 88'1' 

9 would be indifferent aa to whether they reaold to BSE 

10 or reaolcl to AT,T. Why would 88'1' oare who t hey reaolcl 

11 to? They are qettinq the aaae revenue atreaa, are 

U tbey not? 

13 WI,..88 GXLLAXt X don't believe BST would 

14 care neceaaarily. But what I oan aay ia that it 

15 you -- ancS actually I have a nu.. ... ric example that 

16 abova that BellSouth, aa a corporation, can uae 

17 aervice reaale t o compete in tho marketplace In the 

18 way that nobody elao can. So it • true BST may have 

they would be inclifterent aa to whether 

20 tbey aold it through BellSouth Bnterpriaaa or AT'T on 

21 a financial baaia. They ara certainly not indifferent 

22 whataoever to keepin9 that cuatomer 1n the BellSouth 

23 taaily and havinq that euatoaer qo to a coapetitor who 

24 1 mi9ht ultiaately ~ it to a different network. 

25 Koat tundaaentally, they oan qo into thia 
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1 .ar~at aa raaallor, operata vary profitably, oap~ura 

2 this urket, and, in fact, their own projection• filed 

3 vith their appUoatlon would IIbov thay, t.lliU•lv••· 

4 expect tbia CO!q)any voulc1 be vilcSly aucc aaful. 

5 Yet -- and the naaon 1a that the econOJaica of aervica 

6 raaala are juat f\lncS ... ntally c1iffarant for tbia 

7 corporation than any other entrant. so they are ;oil\9 

a to araate 

9 CXWIIUIIOJrllll QUCIAa Give - aoaa baaica on 

10 Vby it ' • f~entally different. 

11 WI'!'JIUI OILLUia I thiM at thia point l 

12 have a numeric axaapla baaed on actual BallSouth 

13 nuabera i n Florida that 1 could t aka you throuqh in 

14 anavar to that quaation. It voulc1 be a lot aaaiar and 

15 would alao .aka the raat of •Y aumaary unnacaaaary. 

16 Doea that vork? 

17 CC*ItllaJ:OJrllll caacna Kaybe tha partiaa aay 

18 have an objaotion to it, but 11 not, it voulc1 ba tina. 

19 COIIXUIIoarD DD10J11 l4r . Gillan, tha fact 

20 that tbia aaltu tha raat ot yeur au.aary unnacaaaary, 

21 ia that an incentive for ua to loo~ at tbia? 

22 WI'l'lfUI onr.a•t I voulc1 thiM ao, yaa. 

23 (Lau9htar) 

24 CQKMXIIIOWKa OARC~I That'a vhat daoic1ed it 

28 for ... 
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1 WI,...I OILLAWI It'a 01 ~t~inly vby I 

2 offered that obeervation. 

3 Xll. atoOLO'I'ID.Illc Could we have a nuaber tor 

4 identification, Chairaan Johnaon? 

C!Dl..all JOJIUOJfl It will be idantitied •• 

6 lxhibit 5, and ahort title •coaparin9 Econo.ica of 

7 aartica Reaale." 

I (lxhibit 5 aarked for identification.) 

9 WI~I OILLAXI Thie docu.ent ie actually 

10 aplit into tvo eaotiona. One looka at it tor eervinq 

11 a typical bu.ineee ouatoaer, and the bottoa one le 

12 aervinQ ae a typical r~ddential cuato .. r. For 

13 brevity, I'll juat tako y~u through the bueineee 
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14 ouatomer example where the re~ulte are aore pronounced 

15 but they apply in either ecenar1o. 

16 

17 pronounced? 

18 

19 ecanar io. By way of bacltQround, the revenue• and the 

20 coat nuabera ueed on thie are taken troa, or ~arivld 

21 froa Hr. Varner•• exhibit in -- vbat aiQht 

22 colloquially be lulovn •• tha 11HZ coabination 

23 prooeedlnQ ot a couple of weeke ago. And I ' ll take 

24 you throuQh what. eervinQ a cueto .. r lcokl like to 

25 Bell8outh on the top tiret, and than throu9h the 
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l. raaallar . 

a When BallSoutb, •• a corpoi tion approaobaa 

3 thla auata.er throuQb 88!, 88! -- the typical OO.ine .. 

4 cuat oaer rapreaant8 ravenuaa of about $57.66. In 

5 order to aerva that CWito .. r, BSJ! vould incur tba coat 

6 ot reaolcS 9ooda at 49. 34. so Vben it, quote, 

7 •oonatruota ita paolta9•• thia ia vhat it aaya it ia 

8 cSol"9 t or local exohan9• aervice. But BB.B doean•t 

9 exlet ae an aoon011io Ul"'it . Tbay are ovnecS entirely by 

10 Bell8outh Corporation. And the $49 it takea out ot 

11 one pooket aiaply 90aa into the pookat of BellSouth 

12 Telaco .. Ul"'ioationa. 

13 I•portantly1 in a resale acenario1 888 ee 

14 the raaaller contil"'uaa to ~·· tha cuato .. r with tba 

1 5 underlyin9 oarrier in a way where the Ul"'cSarlyln9 

16 carrier 9ete the raaolcS revenue an1 it 9ate the acoaaa 

17 revenue, even thou9b it would ino\ r an econoaio 

18 coat -- and tbia ia tba coat baaed elaaante derived by 

19 the co .. iaaion -- ot $28. so at the and, wban 

20 BellSouth looka at tbia CWitoMr, it aaaa a revenue 

21 atr ... troa the cuato .. r, it •••• a nat r•venua atraaa 

22 of one affiliate paylnq another that baa no iapaot on 

aJ it• bottoa line. It qrta Ule accea1 nvanuu, 1n<1 

24 incur• a network noat, encS it haa a qroaa aargil"' troa 

25 that typical buaineaa cuato .. r -- an4 tbu ian•t a 
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1 larga bu•inaaa cuatoaar, it vould ba a cu•toaar that 

2 doaan't uaa a PBX -- of $42 a aonth. A ra~ llar, on 

3 the other hand, uy have accaaa to the aaaa ravanue 
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" atra-, but vhan it vritaa that check to BallSouth, it 

5 ian't payin9 an attiliata. It incura it aa a vary 

6 raal coat. And. the 114r911'1 it haa tor ita abaraboldera 

7 1a only $8 . 

8 What thia QIPbaaizaa ia that it voull.d ta.lte a 

9 vary aod .. t reduction 11'1 prica by BallSouth 

10 antarpriaea to eoaplataly aliail'late the 114r9in 

11 available to an entrant, atteotivaly blocltinc;r thea out 

12 ot tbia aarltat, avan though at the •-e tiae BellSoutb 

13 itaelt, through ita two anterprisas, would atlll be 

u vary profitable serving that c,•stoaar. 

15 anuw:ur JODto•• Kr. Ci. l11111, could you c;ro 

16 ovar that again? Tha laat point yon aade, you aaid 

17 BallSouth could do what and cut out --

18 Wl,...l 0~1 BellSoul~ could go to tba 

19 aaaa cuatoaer and ottar a caA tor, say, $50. So it 

20 ra4ucad the cuatoaar ' a bill troa $57 down to $50. 

:i:l a. Mo~nr• Kr. Gillan, you aaid 

22 BellSoutb. Did you aaan BSE 11'1 that --

23 Wl~l GZL~J BSE. I apol09i~a. 

24 aDltru JOD80lh BSB. 

25 Wl7Wall OILLAar BellSouth 891!. It could 
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1 otter that ousto~~er a contract tor $50. So 

2 BellSouth ' a revenues dropped by $7 and ita profit 

J 114r9in troll tbia c:uatomer vould 4rop t, $:15 . It vould 

4 still be a very profitable ouatomer tor BellSouth to 

5 retain, and they would nov have them under a contract. 

6 However, the reaeller could never oo•pete against that 

7 $50 price because they would have to pay $49 to 

8 BellSouth to obtain the thim,ra they need to otter the 

9 .. rvice. Their margin would ettaotively go away. It 

10 would not be profitable tor thu to serve the 

11 cuato.er. So that would be an exaaple ot that 

12 cueto••r being taken out and put in sort ot a 

u protaotad mode aimply baoa,laa 8allSouth Enterpri•••, 

14 or BellSouth BSB, doesn't have to -- is not subject to 

15 r .. ale or any of the othsr requ;~..ant.s. 

16 C!JOIPIQJf JOIDI80ll1 It as.~ did what you just 

17 suggested, is there anything the cc-iesion could do, 

18 or other providers? Would you lul011 that this vas 

19 ocourrinq it they tried to resell a ,: $50 insteacS attar 

20 $57.66 ancS ve saw that the ~oss aargin tor that one 

21 co~pany was 32 cents, or $1.32, is there a complaint 

22 process? Ia there a way to get at that kind of 

23 activity? 

24 WI,_..S OI~• 1 don 't believe eo in e 

25 practical aenae. 
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1 Firat ot all, the contract arran9 ... nt that 

2 BellSouth BSB vould antar into voulcSn' t be rar,:-JiracS to 

3 be tila4 vltb tbla C:01111!caaion. so than voulr l't be 

4 any autoutic dOOWMntation hare. So it voulc1 Ulta a 

5 Wlllla tor all ot thua cUttarant inatanoa• to be 

6 undaratood in tha aarkatplaoa, than a011a~y would 

7 have to collect thea. Givan the tact thara•a all 

8 theaa dittarant coapatitora, I don't believe -- it 

9 vould taka a lot ot thia to tirat occur bator• any 

10 kind ot •yat ... tio collection attort vould happen. 

11 And avan than, vban va brought it to you, vhat vould 

12 va be c011plainin9 about? haliatically BellSouth 

13 vo~l4 oo .. book an4 aay, •Hay, I didn't go belov ay 

14 vbola•ala price. And t•a .. king ay aonay on tha otbar 

15 thin9a in the packa9a. • 

16 So, I don't vant to -- 9iva thea all ot 

17 their a~nta in acsvanoa, in a praC\.ioal aaNaa I 

18 believe that at that point it -- you vould tineS out 

19 about it vay lata in the aarkat procaaa, and thara 

20 voulCS be ao little you could do about it that you aay 

21 not evan ••• tha coaplalnt. Yat to - tha bott011 line 

22 hare ia that thara •a nothi"9 that BallSouth can • t do 

23 already vith ita ourrent l&9al authority, lnclucS1"9 

24 o1 .. ta a diviaion that baa the ao1:1a tOOWI that 

25 Mr. Sobaye aaya kll8outh vanta -- the aola reaaon 
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1 that they are oreatinw a corporation ia that 

2 corporation will bave a different ~~.r -- a "et of 

3 leqal raquir-enta to coaply with BellSouth-'1' And 

4 that•• the principle aoiU'ce of our concern. 
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5 O'.*l .. Ion:Jl l'DIOIU Kr. Gillan , unc1u" that 

6 exa11ple, if BellSouth -- BSE vera to otter their 

7 aervioe at $50 aa oppoead to 57 . 66, that reduce• their 

8 aarqin, cSoea it not? 

9 

10 

WlU.SI Gxt.LUI Yea. 

CQOa:IIIOIID DID.IOJII Okay. Wby 1a it then 

11 troa the corporate -- why ia that advontaqeoua tor 

13 BellSouth to reduce ita own qroea aarq!n? 

13 WlTWall OILLUI If it'e facing no 

14 c011petition at all, it'• not acSvantaqeoue. If it•a 

15 facing any little bit ot co.peti~\on, then thia ia the 

16 way tor tho to loclt in the cuato11et beae and do it on 

17 a aaaa aarket acale in a va)· that ot.1e.ra won't have 

11 the opportunity to uae -- to coapetn to capture that 

19 eu&tOJMr. 

30 

21 tor juat. a Mcond. It ve t:e.re to put ATl'r in the 

22 place of 8811, it'• atill the •••• qroaa aar9in they 

23 ~r• goinq to qet, ia it not? 

24 wn••u• OJ:LLU• Mo. 

25 OOiaaiiJ:OWD ooao•• Why ia it the groaa 
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1 Mr9in diftera it ve vare to aaawoe thia aaM aet ot 

:1 nuabera and. juat, at the top, vhere it aaya •as!• juat 

l put •AT6T,• 

4 WI'I'IIUI GILL&III Becauaa AT'T 1 aargin --

5 vben it paya tha .,49 to BST, that 110nay 1a forever 

6 qona. BST baa tha 110nay than. Thia vorka beoauaa 

7 .. lllouth ovna both 88'1' and. 8SB, and., tharatore, that 

I $49 tranater payna.nt nata out. It I put A1'6T'a na-

9 up at th., top, it aay have $57 COIIinq in tha door but 

10 it would have to actually pay $49 to BallSouth that it 

11 would never aee on ita booka aqain. It vould ba a 

12 very reftl expenaa. So aa that price dropa, that 

13 •nqin nDrr:owa. And thil 11 what raally 90t1 -- tor 

14 that part of thia point qoaa 

15 COIOlUIIC»>D GAJlOIAa I aaan tha 

16 competitor haa no expanaa that a..-usouth haa t~hen it 

17 pay a that out. Ball South aeaa it bt cit on ita boolta. 

18 Ball&outh haa an expan" that it AT"r ware doinq that 

19 they voulc1 have that axpanaa or aoauthinq lilt• it, 

20 that'a vby they ara uainq BallSouth' a' natvorlt . riqht? 

nnua grr.t .a•1 No. aecauaa ot tha uniqua 

22 cirouaatancaa of aarvica raaala. 

:13 Thera'• thlt r•vanua atraa., than thara•a 

24 alao tha acoaaa ravanuaa, and than tha true axpanaaa 

25 that Ball8outh incur• ia tba 28.14. Tha $49.34 there 
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1 is not a true coat to S.llSouth-'1'. 'l'be true :oat is 

2 $28. 14, which 18 the network coat associated titb 

3 aervinq the cuatOJMr. 

4 CQMMI88fa.El DaaBOVI The network coat !a 

!I still 28.14 reqar<llaaa of Whether they are reaellinq 

6 to BSE or reselling t~ AT'T? 
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7 WI'l'IIUI GILLaJ11 Correct. The network costa 

8 that they inour. Then they would gat the additional 

9 access revenues and the coat of the resold services. 

10 

11 revenue regardless of whether they resell to BSB or 

12 ATI.T? 

13 WI'l'1fU8 GILLUI That is oorreot. 

14 COIOa88IOlllDt DDaOlfl What la the point? I 

15 don • t u.nc1erstan.d your point. 

16 WI'l'JfUS cn:LLUla That they dor •t have to 

17 treat BellSoUth Enterprises quote, "mora favorably" 

18 than AT,T, because the deal inherently v?rks for 

19 BellSouth BSB anc1 doun•t work tor other entrants. 

20 Because when you service resale, you're still in 

21 buosineas witn that local telephone co111~ny. In the 

22 oace -- because the local telephone company continues 

23 to off er half the services, the access revenues, et 

24 cetera. 

25 so in the aase of BellSouth Enterprises, the 
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1 faot that it'• atill in buainess witb BellSouth-T, 

2 they don ' t care. Bocauae at the end of the < oy it ' • 

3 the coabined profitability that matter• to ~ ' 
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4 corporation. ~or any other entrant, they are not able 

5 to uee this in the aaae vay that BellSouth Enterprises 

6 would, becauee they have to report their reaulta t~ a 

7 aeparate independent set of atookbolders who are going 

8 to ask MWell, what did you do for ae? How did you 

9 compete?• And the an.wer is •using this, I can't.• 

10 This shows up in BellSouth • s own 

11 projections. Their internal projections show that 

12 8SB, in ita first full year of operation, will become 

13 roughly 1. 5 times the size of the entire CL.BC industry 

14 nationwide. It's not juat a ca~a of it vill be the 

15 large.st CLEC, it will be much larg .. r than the rest of 

16 them added together after however many years they have 

17 bean out in the marketplace trying to do this. 

18 OOXXX88IOXER JACOBS& Ian' ~ the real -- let 

19 ae ask it this way: The advantage th\t ultiaately is 

20 derived from this comas in the final marketing, vould 

21 you agree7 8aoauae from this margin, AT'T or anyone 

22 else, if they are goinq to compete with the package 

23 that 8SB is going to offer, they've got to go out and 

24 auquire cellular service, they've get to go out and 

25 contract tor the entertainment services, and they are 
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1. c;oinc; to pay tor those services out ot "'hatever i• 

2 le~t over troa these revenues. And tb~r 1 BSB is going 

J to qo out an4 4o the Ialiie thing, bl.lt they ore looking 

4 at it troa the perspective ot the BellSoutb total 

5 co~uan. So when they 90 out to acquire those aaae 

6 services, they are l ookin1) at a wholly ditterent 

7 margin within which to operate. Do you tollov ae? 

8 1nfti'U"8 OILLUr I think eo. Let me give 

9 you an anawer, then you can tell me it I tolloved you 

10 or not. 

11 Different earket partioipa~ts will try to 

12 put tOC)ether the ._e paokage. And let ' • assUIIIe tor 

1J the moment that the pllokaiJe that we ' n really taU;inq 

14 about bare is local and long dl.,tance and I.nternet, 

15 aort of the co.:e. 

16 Well, when you go to add l 11nq dietance t o 
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17 your package, the long dietance market ie competitive. 

18 'l'bere are aultiple networu. so the aargine that 

19 anyone can qat from long dietance are r oughly t he 

20 eaae, okay, becau .. it•e a co=petitive aarketplace. 

21 And wheth6r it•e Bellsouth qoinq i nto t hat •arket to 

22 add long dlatence, or ~T,T, or even a eaaller carrier 

23 like LCI, that market etteotively is going to give 

24 eveL~ona roughly the eaae aarqin. Similarly when we 

25 all go to add I.nternet to our product line, that 
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1 urltet ia ooa~titive. so the aarqine that ~ople 

2 vill qat froa :tnternat are going to be rcmghly the 

3 aaM beoau .. tilat urltet 1a co!IJ)et.itive. 

4 Thara'• only one aarkat hare, one part ot 
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5 the paclc.a9• that'• not coa~titiva, that'• local. And 

6 vhat thia triea t o convey to you ia how BallSouth SSE 

7 vill be able to uae that local aonopoly and 9ain a 

8 11Ar9in that von ' t be available to other competitor•. 

9 The only reaaon -- there•• no rea•on at all 

10 t or BallSouth 881 to axiat aa a leqal entity other 

11 than to be aubjeot to a ditterent eat ot rulee. 

12 Bacauae avarythin; that Ballsouth v~t• to put 

13 t o;ether in a paoka9e i t oan do as either BellSouth-T, 

14 or even BellSouth-'1' throuqh i ta ALEC certitioata H it 

15 wanta to. 'l'ha only thin9 hare \a ueinq a different 

16 lec;al IM<Ihaniea to becoaa the paoltAqe provider in the 

17 tutura. 

18 And I think that vitnasa after vitneaa in 

19 thia proce~inq, in the UNB collll:linttion procao4ing and 

20 the tirat 271 proce~in; and the na..ct one, and aaybe 

21 the one after that, they are all going to tell you 

22 that that 'a vhere the tuture ia. And eo the c;zuaation 

23 va•ra poainq to you fundallantally ias Ia thia how you 

24 ·.ant to get BellSouth into a deregulated aoda through 

25 a coapany that o:fara the package but ian't aubjaot to 
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1 any of the r\l lee? And in a eervinq arraJl9eHnt tbat 

2 ~ aake eenee only tor them beoauee of the uniqua 

3 ~•lationabip beck to BellSouth-T. Tb1 ~• · • alaoat too 

4 IIU\Y Bell8outhe to tinhh a complete 1 Jntence. 

5 COif'i!lllaiOifD DD.IO)II In your exaaple the 

6 qro•• aargin for BSB ie $8.32 1 ie it not? 

? WHXUI OXLUJh To 881? 

8 

g 

10 

COMXX .. lOlfD DIWJOJII To BSE. 

~~ 01~1 Yea. 

COKKIIIXOWUR DD.IOWI The eamo ae tor the 

11 r ... llor entrant. 

u WH'JIUI ox~a That il tr\le . 

13 caataxaa Dal&OXI Tho marqina are the a~m• 

U6 

14 and the revenue• are qoill9 to be the eaH to BellSouth 

15 BST r~ardleae of whether they reeell to BSB or reeell 

16 to AT,T; is that correct? 

17 WITWBII 01~1 Initially, yea. 

18 COKKIIaiOJID DIIUO)II Yora•re tryinq to 

19 characterize that theee nUIIlbora caute an u.ntair 

20 advantage for BellSouth. Why does it create a n unfair 

21 advantage tor BellSoutb? 

22 WI~II OILLaX1 Well, two reaeon•. 

23 The firet reaeon ie 8oll8outh can otter thie 

24 cuetoaer a lover price and eliminate the reaeller 

25 ·~in and Bell8outb will etill have a very profitable 
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1 ouatoaer, yet oth.r reaellera -- anyone alae uainq 

2 thia e.ntry technique would not be able tc do it. 

3 CO"MIIIIO ... DIUOMa Yol& uy S • ' a 

4 profitable but that's becauae of the revenue stream 
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5 troa access and the coat of the ruold aervicea. And 

6 that revenue atreu 1• qoing to be the same reqa.rdleaa 

7 of whether BST resells to BSB or to the raaaller 

8 entrcmt. 

9 Wll'lrUI GXLLUII Yea. Maybe -- let me try 

10 it thia way. I ' m not disagreeing with you that on 

11 paper BollSouth ia indifferent between BellSouth-B 

12 aoting aG the raaeller and J.T'T. What I • a aayinq ia 

13 tllcat atntegioally 8oll6outb very auc.b wants that 

14 cl.llltom.r to reaain part of t..._ BellSouth tuily. They 

15 can do that through this device, otf.ring that 

16 ol.llltoaar a contTact aarvica arTanglaent, for inatance, 

17 eliminating that margin. True, th•Y have taken leaa 

18 1110ney, but nov they have that cuat·omer locked into a 

19 contract arrangaaent and nobody el•~ can offer that 

30 CWito.er, uain9 reaale, a comparable price. 

21 COKN%11Xa.a& o-..owt ooaan•t AT'T do tho 

22 aamo thing7 It'a qoing to and wanta to corapete. 1.nd 

23 if lt wanta to1 it can reduce lta qroaa aarqin 8 .32 

24 down to aoaathinq also, it they can than package a 

25 service to Vhere than they retain that cuatoaar aa t:hJII 
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1 long dietanco -- get the lo"9 diatance reven1 • froa 

2 that cuatoaar, or Internet acc .. a or whateve el .. 

J package of HrVicu ATiT is qoino to provide to their 

4 cu.to..r. Ian't that correct? 

5 1flU..I QrioLAJil Yes. EXcept those other 

6 ee.rvicu only provide a coapet1t1va ll&r9in, vberaaa 
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7 BellSoutb i e go11)9 to have the opportunity to loclt in 

8 the urgin fro• tb.ue aonopoly pricea, and, in II)' ain4 

9 just aa iaportantly --

10 

11 then ie the co .. iaaion erred ~hen it eat the price of 

12 ruold aervice. And tbat •a ~ot the iasue in thia 

13 prooeedinq. 

14 WIU..8 GTLLU• I don• ... believe that that ' s 

15 what I Mid. 

16 COIPIX88IOJQIR DDSOJII Yo~· • ra saying the 

17 aargins are t oo high on their aonopoly service, which 

18 ie, in this case, what they resell . 

19 WI'I'JIII88 QILLJUII 'l'boir monopoly serv ieee 

20 being the local exchange aorvice and the ace••• 

21 service. 

22 And the other point woe that the Act -- and, 

23 in tact, 271 crnt .. p1atea that DeUBouth auat !lAke 

24 available tor resale at a wholeaale dieoount theae 

25 contract service arrangemente. Yet through this very 
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1 aimple artifice, they'll be able to take t hia 

a ouato•er, who aay be under a contra<; arrangeaent 

;) toa~ay , tbllt 11n •ntnnt would h~av• 11 r1qbt to wy and 

4 r e••U at a wholeaale diaoount, aove thea on to, 

5 efrectively, the .... e product ottered by BellSouth. 

6 'l'he cuatoaer ia not qoing to ••• any cSitference, yet 

7 auc!lclanly 

8 

9 better p.r i ce, ian't he? 

10 WI 'l'IIU8 GILLJUT• Either get a better price 

11 or a lo.ngar ten contract or whatever to gat the 

12 ouato-.er convinced to aay, "Oh, yeah. You're 
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1J BellSouth. I ' ll getting earvice from you todDy. Okoy, 

14 I'll qat the aame aervico tro~ you tomorrow. You're 

15 atlll 8ellSouth." I mean, there e no queation hero 

16 that BellSouth underatanc1JI that t ' lalf want thei r 

17 CWitcllere t:3 -- underatand that lellSouth 8SE 1• part 

18 of BollSouth, and yet now you can ' t raaell that 

19 contract arrange11ent. 

20 COXX%88IOlfD OABCU.s Tell me where 

21 commieaioner Doaeon ia wrong. It alaoat allegee then 

22 that the prioea we aet are juet too high. 

~;) QI1QIS on.x.u, Well, yea, in a aanae tt.~y 

24 nre, in that I believe the Act wae intended to put 

25 other people in thia aarketplaoe predo-.inantly over 
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1 the exiatinq network -- because it'• the only one out 

2 there -- vith tbi Abllity to •tart bri~9 nq tb••• 
3 pric:u down. 

4 ('C•nssxmra GU.CUJ I don ' t think the Act 

5 wae meant to take away business tro• certain people. 

6 I think it wu aaant to create competition. That the 

7 competition would have that atteot is yet to be seen 

8 by everyone. But I don ' t think it was aaant to t~e 

9 awny custollera, troa one parson or another, was it? 
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10 W%~8 OrLLANa We mi~ht be just diacuaainq 

11 aUDantioe. It's eeelll8 to me competition inherently 

12 means that customers are qoinq to move aaonq 

13 providers. 

14 COIDUSIIO•D QUC.UI All riqht. 

15 ~ JOIDlBOliJ Mr. Gillan, do you have 

16 any more? 

17 WlYXWIB OI~l No. 1 1 16 tiniah6d ay 

18 summary with that. 

19 CD%1UIUI Jouao•• The w 1 tn••• is available 

20 tor erose. 

21 D . KoOLO'l'Birnt' Yea , aa ' am . 

22 OROSI ••••x~TXOH 

23 IY I(R, LlOKTSBYI 

24 Q Mr. Gillan, you are testityinq today on 

25 bebalt ot AT'T as well as other carriere; is that not 
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1 correct? 

Y ... 

An~ follow1nq tni• l•n9tbY ~1•~• !n, it 1• 

4 your opinion that it ie the reeale of BellSoutb 

5 Telecommunications Service by BellSouth BSB tbat 

6 poasese tbie potential a nticompetitive daJUge to the 

7 marketplace in the etata of Florida? 

8 

9 

& 

0 

That•e one of tb .. , yea. 

so you would 4iaaqree with the co .. ante of 

10 AT•T that they aade before tha FCC in the joint 

11 marketing docket, in which they eaid, anc! I quota, 

12 "Tbe joint aarketinq provisions of Saccion 272(G) 

13 likewiee aalte clear that the provieion of exchange 

14 nrvi~• by the affiliate, other than through reule, 

15 would be inconaiatent vith the st...,tute. • 

16 A Y ... 

17 Q How, Mr. Gillan, you testil ied also--

18 001CXI88IO.O DDBOlfl can you repeat that 

19 statement again that ha juat disagreed with? 

20 Wl'l'D88 GILLAJII I didn't ~oU.saqree with it. 

21 I aqreed with it. 

22 

23 it. 

24 

25 client . 

COKM%881QNZR DaASOHI Oh, you a~eod with 

FLORIDA PUBLIC SBRVICB COKMISSION 
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2 with your client'• position. 

1'1!1111 O:J:LLAIII Cornet, 

4 CC*KIIIIO ... onao•• And be quoted your 

5 oli•nt •e po•ition, I thought. What did you quote? 
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6 D . LtGJWBDI I quoted the co-ent• ot AT'T 

7 Corpora,ion betore the FCC in the joint aarketing 

8 docket that we bava bean diaoua•ing e.xtanaivaly today, 

9 tiled Auguet 15th, 1996. 

10 CC*KIIIIOXD DDaOW1 You quoted AT~T'e 

11 poeition. 

12 Ka. LIGHT81Y1 Ya•, •ir. 

13 COHK:J:IIIOWIB DBAIOHI Can you quota that 

14 again, plea••? A little •low.~. 

15 MR. LIGBTBBY I "The joint marketing 

16 proviaione ot Section 272 (G) like\•be llllke clear that 

17 the provi•ion ot exchange •arvicta by the attiliate 

18 other than through re .. la, • in par antbaai•, •would be 

19 incon•iatent with the atatuta. • 

20 ~IBIO ... Daaaow1 And you dl•aqraa with 

21 that ctat ... nt? 

22 WITWWII GILLAM• That'• correct. 

:u 

24 you di .. qree vi :h it? 

25 WIUUI GILLAM• Bacauae I believe that the 
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1 "rinoiple vay you vould want -- it Bel.lSouth enters 

2 the aarket throu;h an affiliate, that •.n order to put 

J tbu on tba aua b .. il u everybody elaa, thay should 

4 all be buyin; froa BellSouth network at coat baaed 

5 rates. 'l'hat would have the least threat of oreatinq 

G competitive probl .. a. If ATiT buys cost baaed rates 

7 and the affiliate buys at coat baaed rates, then the 

8 true aconoaic coat that BellSouth incurs is the aaaa, 

9 Gnd each of theaa -- both ATi-T I '• sorry -- ATiT 

10 would then aleo incur the true econoaio coat of those 

11 affiliatae. That aea.ms to 11e to he tha preferred 

12 method. 

13 AT,T, admittedly, my underatondinq in thl 

14 PCC order which auamarized ~hair ooJ~manta -- and 
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15 sometimes those summaries are ~~curate and sometimes 

16 they are not -- indicated that A" 'T did not share that 

17 opinion. I think they are wrong. I think that's tha 

18 bast way for competition to be atructured to tha 

19 structured, to tha extant thet that's an accurate 

20 sumaary ot their atateaents. 

21 OOKM%aazo.aa oaaao•• But tha reality of it 

22 is, is for aoaaona to antar the aarket quickly, resale 

;n 1• tt)e be•~ vay to do thl't, 

24 n"'•• G:rt.t..Nia Absolutely not. I don't 

25 think resale is any foster than the use of natvork 
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1 alemanta could have boan. I think tlte only thinq that 

2 aakaa reaale appear to be quiokar 1 j that the 

3 inauabent LBC 11 tar aora i ntaraated in allowin9 

4 carriere t o do that than boin9 able to provicle aervice 

5 by 'buyinq the network eloanta and ottarinq aervioe 

6 otr ot thaa. 

7 COMXIIIIOWIK DKLSo•• Wall, then in your 

8 opinion would the Act bo batter tor the aarkat and 

9 ouatomara it tbara waa no reaala proviaiona at all? 

10 What ia the advantaqa of bavinq a reaale 

11 proviaion than? 

12 WX'I'IIJIII GILUJ11 I •ve alwaya thouqht that 

13 reaala vaa uaatul to two kinde or antranta. Ono, an 

14 entrant that predoainantly ~ a i n aome other buainess 

15 but vanta to bo able to offer local excbanqa 

16 earvica -- but really ian •t int•caated in doinq 

17 anythinq other than mimiokinq ~Ia local telephone 

18 coapany•a product offering . 

19 CODI88IOliD oucua ':.'hat would bo aoat of 

20 your client. 

21 Wl'1'1f888 GIU.Ua Abaolutely not. I don ' t 

22 boliava that that•a true at all. I think that aoat of 

23 ay olienta - - in fact, every client that baa retained 

24 - for the paat; four yeara, the purpose ot that 

25 oonaultinq arranqeaant haa boon to find a way tor th .. 
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1 to qat into the local axc:hanc)a buein••• on a 

2 auetainabla baeia. 

J Kov, that doean't n•~•••~1ly 1 1an they're 

13!1 

4 qoing to build fao111t1ea, beoauae fao111t1aa are both 

!I expana1va and t1aa oona1111ing to gat out there. 

6 But, no, 1 believe avery one of the ol1anta 

7 that I've vorked tor in thil arena over the peat 

8 aevaral year• hal had a aincer• d81ira to gat into the 

9 local exchange aar~at. 

10 CO""'IIIOWia GaaClAI You juat eaid to .. 

11 that reaala 11 aada of ouato.era -- one offered ae an 

12 ancillary buaineae. And than you aaid but -- and your 

13 client• are aer1oua they ar1 getting into local 

14 bua1naea. And than you followed it by eaying but 

15 nona -- they don't want to build their ovn natvorka. 

16 So vhat alae do they have? Tbey have reaala. 

17 n.-...1 GILLU1 Well, no . I beHave that 

11 there •• a tundaaantal diftaranca ~·tween laaalng the 

19 network to provide aarvica and reaa. ling ao•abody'a 

20 aarvJ.ce. 

21 Let •• try and q~va you an ax .. ple in the 

22 lonq diatanoa bueinaaa. 

2J There are on taw oa.paniaa out there, not 

24 ~•ry aany, which raaall eoaabody '• earvioa1 

25 afteotively j uet otter it under their own label, but 

PI.ORlDA PUBLIC SKRVICI! COIOUSSION 



1 the product and ave.rytbinq alae ia d .. i91• 114 by a 

2 different carrier. 

3 Gen•~ally vnat occur• 1n tho long 41•tance 

4 bu.ineaa 18 that you buy network capacity. 'l'be 

5 ability to aove a ainute troa here to anywhere in the 

6 country. I -an, that•a hov S.llSouth ia qoin9 to 

7 enter the lonq cUatance busineaa. 'l'b.ey are not qoinq 

a to build a lonq dutanca networlt. They are qoinq to 

9 operata •• an facilitiaa raaeller. They will buy 

136 

10 capacity and they will aalte their on produota, whether 

11 thoy call it MTS, WATS, Oiaa-A-Kinute or s-cant 

12 sundaya, whatever they call it, that ' • their deciaion. 

13 Thay •~• going to ~ buying the tac111t1e•. 

14 I believe that that' ~ effectively wbat haa 

15 to happen in the local marltet aa ~<ell. Th• ability to 

16 coaa in, u.a the local natworlt in that a lUIIe aannar to 

17 provide Whatever ltind ot aervicea you want. 

18 I aort ot loat traclt no\1 ot the original 

19 quliation. I hope I have been reas-onaiva to at leaat 

20 the laat queation, but I •a not sure I waa to the 

21 oriqinal one. 

COIDU88IOJID QUODt I interrupted you. 

COMKXIIIODa lliUOXI I think you ven 

24 e~plaininq to ~ vhy reaala ia a viable option, that 

25 it•a in the public intereat for aoaa competitor• but 

FLORIDA PUBLIC SI!!R'nCE COMMISSION 



1 not all. 

~ Wl'I'IIU8 OJ:LLUII 'l'ba thinq that . I called 

3 service r .. ele 1n the Act, the notion that you 

4 actually offer their local telephone aervicaa at a 

5 vholaaala diaoount, ia going to aaka aenaa for a 

6 couple of antranta. You •ra beginning to aae Xnternat 

7 provider• 90inq that path becauae tb.ay are 

8 f~tally, ri9ht nov, in a different buainaaa. 

9 Some day thaae will aarge. But I think typically 

10 tbat•a perceived aa a different operation, but they 

11 offer it •• part of a package. 

1~ You a lao aee co11paJ1iea wbo bave -- :I • ll uaa 

13 BollSoutb BSE aa an example. When they reaell 

14 Amaritacb aarvica, in Sprinqt; eld, I llinoia, they are 

15 not really trying to onter the Sp~ingfiald , Illinoia 
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16 local exobange aarkat. What they'~ • qot ia a cuatoaer 

17 in Atlanta that they are tryi.ng to keep, or vin, or 

18 retain or look up under a contract . and they are juat 

19 throvinq that in a.a a vay of doing it. Thoaa are the 

~0 vahiclea that I aae paopl e uainq aarvice reaala t~r . 

2 1 Alao goinq back to your ori9inal ~t, at 

22 the ti .. the Act vaa firat paaaed, I believe that 

23 people thou9ht it could occur aore quickly than in 
I 

24 reality it coul~ occur, or 414 occur. 

25 COMXIIIJ:OWia oaaaoxa Than you're aaying 
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1 baaically tor your clienta, they are not raaallar 

2 antranta . 'l'hay are entrant. usinq unl:mndled netvorlt 

3 el..anta. And than in that aituation :hey would 9et 

4 the accaaa revenue. And than their rataa that: they 

5 pay to 8ellSOuth would be baled upon coat which you 

6 thinlt ill the auparior aathodoloqy. so vhat i• AT'T •a 

7 problaa or your other client•' problaa with thia? 

8 W1'l'JIWB8 O:n.LAJII Wall, I'll talce -- yea, 
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9 they would like to be in a poaition like BellSouth ia 

10 in the top of either of these exaaplea, residence and 

11 buainaaa; have the ability to buy network el6menta and 

12 uaa thea in a commercially teasib)~ way. Thera 

13 wouldn't be a problem. But there ia no place that you 

14 can buy network alaaanta ln a commercially teaaible 

15 way today. 

16 And no aattar how ofte., you try to qat thea, 

17 you go through a aerie• ot raqulatory proeaedinga to 

18 qat: to that raault. I aaan, that queation ia an open 

19 quaation hera in Plorida today. l~ you buy --

20 COXXXIIIOirlllt DD.!OMI Yoll don 1 t like the vay 

21 UNb are being offered. And I know that'• a very 

22 a.riou~ aUbjaot. But ahould BSB be panalhad and not 

23 qat: a oartiticata becauaa UNEa are not beinq otfared 

24 the way you and AT~ would like f or thaa to be 

25 ~rtarad? 
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1 WX~II 01~1 Firat of all, BSB doeen't 

2 exiet ae anythi~ other than BellSo~ ~ . This is a 

l oreatur. of BallSo\lth that 1e nothin\r bl.lt Bellso~.&th. 

4 So perhape it's a visitation of the sins ot the parent 

5 on the subsidiary. But reality is BSE is BellSouth. 

6 Mr . Scheye 1 a teati.mony in Kontuclcy on Friday, he 

1 proudly said "We are BellSouth. • 

8 Nov, I'm not •u;qeati"9" that you pu.niah 

9 th... But I •a pointinq out to you that Bellsouth is 

10 aettinq up en arranqoment wbara they are qoin~ to ba 

11 able to coapete in a unrequlated way, u.dnq a vehicle 

12 that hae advantages to tha11 and thoa alone, a ·ncS there 

u ien • t Any other vay t or people to qat into th 1• aar)tet 

14 and compete. And there are consequences to tllat. And 

15 I'• encoureqinq you not to taka ~hat step and qive 

16 them that flexibility. 

17 If they vera heco before y>u instead saying 

18 that they vera qoinq to enter the ma~lcet, they vera 

19 going to use UN£ coabinationa. Beca~1e they Mara 

20 going to use UNS coabinations, they were going to qat 

21 rid ot their positions on not -Icing th .. available t() 

22 other competitors, and tt.ey were going to work 

~J cooperatively vith the in4~atry to H~t ll!rt tl}at the 

2 4 opera t ional ayateaa tor that entry vehicl e are up and 

25 runn1n9 and working, ':.hen I would lilcely have a very 
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1 dittarant poaition bare. But that ' • not the propoaal 

2 betora you at all. 
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J OOMifTIIIOua DDIOIIJ I thin)t )lr , 8Cbeye did 

4 aay that ba thought the and raault ot thic would ba 

5 that thara would ba praaaura on BallSouth to aalta 088 

6 aora aooaaaibla --

7 

a raaala bu a 4itterant aaaning or tinanoiol profile to 

9 thea than to anyone alae. And I do baliava - - I will 

10 talca bia at bia vord1 that ba vill ultiutaly gat tha 

11 088 ayat... up and running uo tha~ Ball8outh BSB can 

12 procaaa all ot tha ordara it naa4a to proo••• to aova 

lJ t h••• ouatomer• out troa ra9Ulation into thia 

14 recj~ulated entity. I'• not go' nq to diaagraa with bia 

15 on that. But I'a qoinq to 4iaaqlaa with ~hathar or 

16 not there • • anything in the pub lit intaraat about 

17 givinq hia that vabiola. 

18 c:Jia.IItXUI JODIO.I Kr. C.Ulan, lot - tocua 

19 in on another iaaua that you raiaa<o, or ulta aura I 

20 un4eratan4 a point that I thinlt you uda. 

21 Your concern with BS£, I •a looki nq at tha 

22 diagraa that you provided, ia that BSB would have an 

2:1 incantiv• tor that ruold ~avanuaa, the 57.66, to 

24 t:aduea that to uybe 49.35, and that no other raaallar 

25 would have that .... incentive. 
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1 n'l'll••• OILLU11 They wouldn ' t have that 

2 aaae ability, ia what I waa trying · , aay. Ac they 

3 reduce that price, tbla la still CJO, OCJ to be a vary 

4 attraotive, very profitable cuatoaer tor BellSouth. 
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5 Bu~ u they r .aduca it tor otbera, the protitalb1Uty ia 

6 going to go away . 

1 ~ JODso•• And it•e not nac•aaarily 

8 a S.llSouth toaue, baoauaa Ballsouth -- it AT~T did 

9 gat: into the raaale buainasa, BallSouth'a 42.!54 would 

10 be the aaae, it just benetita BallSouth in tbet BSE 

11 could keep everybody else out ot the markot . 

12 nnus OILLUII That ' s correct. 

13 ca.xaMAN JOKifO•• And BellSoutb would not 

14 

15 

16 

have any local coapatition. 

WI'l'lla&S GILLUII 

atrateqic bsnetit to them. 

lie.:. And there would bs a 

!:van it on paper it loolta 

17 like they 'd be indifferent bstwetcn AT'T and ••lling it 

18 to BellSoutb BSE, I don't bs1ievt tor a aoment that 

19 their u.naga11snt 1a indifferent bltwesn -- it th.ay are 

20 qoing to -- you know, they are going only get $49 

21 plus, whatever ie the plua uount troa the cuetomer 

22 anyway. I don ' t believe tor a mo111ant that they era 

;u inditter•nt betvun tb• ~toMI' •~Yin<J with 

24 BellSouth and the ouato111er going to AT'T or MCI or 

25 anybody alae Vhc then ultiaately will be9in the 
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1 prooaaa of trying to move thaae oual >mara ott ot the 

2 natvork, reduce their axpenaaa, et ' Jtera. 

3 ODIJJOW JODJO.I Okay. And you 1re 

4 au~gaating that it the unbundled netvork alaaant 

5 proceaa, or price.a, vere pricacS in such a aannar that 

6 A'lH vaa i .n that aarkat, than thara vould not be any 

7 advantage one vay or the other. 

8 Wl,_..l GILL&JII It they vera priced 

9 correctly, and accepting tor the aoaant that they 

10 are -- although I think there ora soma iaauaa there 

11 than there vould be no advantage. 

12 In tact, I think -- I vill tall you today 

lU 

13 that it you were to tell BellBouth BSB that they could 

14 have a certificate but they ~ad to uaa natvork 

15 aleaanta and they had to operat tonaliaa thaw and they 

16 hod to let people uaa them in a combined fashion, I 

17 vould r .. ova any objection to ~ou putting thia coapany 

18 in the aarkatplace. Because thtn, at laaat, it vould 

19 be on that level playing field that they aay they ~~nt 

20 vith everybody alae. 

21 

22 WIY ... I OILL&JII It you vara to tall thea 

a: thot they ~n have tb•ir Qartitioata but they have to 

24 oOllpeta uaillCJ network al .. anta like otbara, and that 

25 they have to than oparationaliaa vaya tor people to 
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l. really uae network al ... nta on a c~cial acale, I 

2 vo\lld ruove ay objection. And I'll aee it I have any 

3 clienta when 1 91t ott ot hare. 

• Becau.e til at '• vhat til is ie ab .1t • They 

5 they vent to be on a level playinq field. Well, 

6 tbat•a tile only vay I've ever identified tlla~ even 

7 conceivably pute people on a level playing field. 

8 COKIUIIXOJrD .nCOJIII Other tllan the idea 

aay 

9 that entrants -- companiea vho gain entry by reaale 

10 are gettinq an 1nte~ior aode ot entry, are there any 

11 other benetita that the 1nouabent LEC geta by 

12 propoaing thia form ot aubaidiary to do local service? 

WlTWIJI GlLLAXI I've never be been ab!~ to 

14 ait down and aake an e~uative liat ot all of the 

15 advantage• thia vould give the i ncuabent. I've 

16 identified , aa I aaid, the t&~t that thia would allow 

17 thu to reduce the price that ~~tomera pay without 

18 actually offering o Vholeaale rtts that•a belov it. 

19 It would g ive tllea on opportuni ty to capture e~atoaera 

20 in the oontroota that they voultn•t have to reaell. 

21 It would give thu an opportunity to aoy there'• 

22 eoapetition through reaale even though nobody alae can 

23 really aotch the tinanciala. 

24 I 'a au~• it I aat here and vent on tor 

25 and actually talkod to Mr. Scheye 1n depth about it, I 
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1 would diecover aore and aore thinqa they will qat 

2 aceoapliehed by having -- being able to s '•ep into the 

3 role of an ALEC vhile atill being 8al1So~ h . But I've 

4 never done an exhau.tive inventor)' or that. And 

5 that•a what I understood your queation to be. 

6 OOMVTIIIO»D J1COBB1 The praaiae of your 

1 poaition ia that BellSouth ia one and the .... 

a cocpony. And if you carry that to ita extena1on, they 

9 should incur -- any activity BellSoutb abould incur 

10 the reatrictiona and the coata that are imposed upon 

11 th- by the Aot and by our atatutea. Is that a fair 

12 statement? In competing with other coapanies? 

13 WITJfl88 GlLLlJfa Yea. In effect. .Mthough 

14 I don' t want that to be interpreted that I would be 

15 opposed to BellSouth having mor• retail flexibility 

16 if, in faot, they truly ware creati ng a levol playing 

17 field which others could Ufia to pro·tida aarvioe on the 

18 aame baaia . I know I'm going to ~•und like J ohnny one 

19 Nota, but it' a always going to come back to using 

20 network aleaents in a commercially faaaible way. 

21 So I could auppol't thalli having lese retail 

22 regulcation if there waa, in tact, competition. Thia 

23 ~o •• ia t~a vorat of all vorlda. No real coapetition 

24 und retail daoiaion of the incumbent. 

25 (Tranacrip~ continue• in aaquanoe in Volume 2.) 
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