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ONtTBD TELEPHONE COMPANY 
OP PLORIDA 
CBN'1'RAL TBLBPHONE COMPANY 
OP FLORIDA 
DOCJCIT NO. 921074-TP, PHASE II 
PILit>: May 23, 1994 

BBPORB THE FLORIDA PUBLIC SbVICE COMMISSION 

PR&PARBD DIRECT TESTIMONY 

OP 

P. BBN POAG 

Pleaae state your name, presen.t position, and business 

mailing acScSn••· 

Myna. ia r. Ben ·poag . 1 aat employed as Director-'Tariff 

and Regulatory Management for United Telephone Company of 

Florida. My busine•• mailing address is Post Office Box 

~65000, Aleamonte springe, Florida 32716·5000. 

What is your· business experience and education? 

I have over 2S years experience in the telecommunications 

industry . I started my c~reer with Southern Bell, where 

l held ·position.& in Marketing, Engineering, Training, 

~~es and 'tariffs, PUblic Relations, and Regulatory. In 

May 1.985, I usumed a position wi·th United Telephone 

C0111pany of Florida as Director-Revenue Planning and 

Services Pricing. I held. ·the positoion until February 

1988, at which time I waa appointed to the position of 

Director-Tariffs and Regulatory. In January 1990, the 

pricing and tariff• organizations were combined and I wae 
DOCUM(PH JWr-'PCR-OAT( 
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A. 

appointed Director-Revenue Planning and Regulat.ory. In 

June 1993, in conjunction wit-h a restructuring, I have 

aaaumed new rea,ponai.bilities and title . In my current 

,poaition, I u reaponaible for coating, tarifff' and 

regulatory· matters. I am a graduate of Georgia State 

university With a Bachelor's Pegree in Business. 

What is the purpose of your testimony? 

Tbe pu..r;poae of my teati1n0ny ia to addreae on behalf of 

Unite<l Telephone Company of Florida ("United") and 

Centra.l Telephone Company of Florida ( "Centel" l, 

collectively refer.red to as "the Companies," the= several 

iaauea that nave been assigned to be decided in this 

phase of the Expanded Interconnection docket. Because 

Phase II is concerned with switched access 

interconnection, my testimony will, necess~arily, address 

those iesues that are switched access specific, such as 

issues relating to loC'al transport restructure <LTR) and 

the tariffs which have been filed to make the price 

•tiucture of intrastate switched access consistent with 

it• inter•tate counterpart, as well as those iseues which 

.are related to the implementation of special access, 

including united'. and Centel I B proposed flex"ible pricing 

pl.na. 
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A. 

It .. y appear that •ome of my testimony in Phase II is 

repetitive of my te•timony in Pba.se I; this is necessary 

becauae .any of the i•euee in Pha•e II are the same as 

thoae in P~•• I and deaerve similar treatment. However, 

evan 1110re eo than in Pbue I, the imposition of switched 

•cc:ea• interconnection requirements on. tbe LEC• will 

aignificantly impact United' a. and Centel' s ability to 

~~aiot,ain the C\lrX'tnt pricing cUeparit.ie• between 

intra•tate and interstate switched acceas and the current 

prica• for baaic reaidaptial local exchange eenrice. I 

addre•• thoae aitu.ation• in •ome detail in thi• 

te8ti1110ny. 

Under what cireumetanc•• ehould the Commission impose the 

•uae or different forms and conditions of expanded 

interconnection than the P.C.C.? 

In view of the user• • ability to send both intrastate and 

interatate traffic across the eame facility, the terms 

and condition. for uae of the facility should be the same 

r~ardl••• of jurisdiction, to avoid forum shopping. 

However, bec&\,l8e the FCC's pricing flexibility plan does 

llOt provicla adequate fle·xibil,ity f'or appropriate Company

competitive reapo~e•, thia Commiaeion should not limit 

tba Compa.niea' pricing flexibility. Tbic action would be 
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cona,i•tent with the Coaaission' s prlor decision in Phase 

I ·Of this proceeding which did not adopt the FCC's 

limiting requireMnte for initiating zone density 

pricing. Although United. and Centel believe that the 

FCC' • approach is too l .illliting, the Companies have filed 

px-ivate line and special accese .flexible pricing plans 

whic:b mirror their intersta.te plana because that is what 

thie eo.t••iod ordered bt 4Qne in U.s Phase I Final 

Order (Order No. PSC-9,-0285-FOF-TP, issued March 

10,1tf4). 

In addition, •• was state4 in my Phase I testimony, the 

price floor for the Companies' competitive access and 

private line services should be incremental cost, rather 

than the price floors imposed by the FCC. The approach 

proposed by ~he Companies is similar to that contained in 

the Cocpa.nies' intrastate tariff for contract service 

arrangements (CSAe). However, pric-in.g flexibility for 

switched access should be baaed on the cu•tomer' • zone 

and not limited to an individual caae-by-case customer 

b&ais. 

As. the Commisaion recognized in Phase I, with respect to 

private line and ap.cial ace••• flexible pricing 

approachea, thia Commi•aion ah.ould also authorize 
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A. 

flexible pricing plan• for •witched ace••• •ervicea that 

go. beyond. CSAa. Aa I will 4iacu•• later in this direct 

a different approaeb: from CSA pz:-icing ia 
. -

warrantee! beoauae CSAa were authorized by the Commiaaion 

at a ti·me when accee• bypa•• by interexchange carriers 

(I XC.) waa prohibited except in very narrow 

cir~umatanc:ea - and the alternative access vendors (AAVs) 

had not yet arrived on the •c•ne in Pl.or.ic:la. 

I• expanded interconnection for switched access in the 

public intere•t? 

United and Centel •upport expanded interconnection for 

switched aceeaa, provided, however, that all parties are 

given the aame opportunities to compete on the basis of 

price, ~lity and technology This qualified support is 

ba•ed on the premise that increased cvmpetition i9 

ine.vit.able; the issue i• .not whether there should be 

competition, but rather, whether the pace of competition 

should be accelerated 

interconnection and what 

by 

will 

allowing 

be the 

expanded 

terms of 

competi~ion. The Companiea further believe that, in the 

long run, th• .. competitive proviaioning of' awitcned acct=ss 

traneport eervioe ia in the public interl!at and will 

provide euatomere the benef'ita ot product. innovation, 
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A. 

higher quality aerviee, network diversity, and lower 

price• . Tbe1e benefits will be extended to a larger aet 

of cuata.era than just the •large volume• customers 

exploring these alt,ernativea today. However, end users 

that an able to take advantage of t;he pric~ benefits of 

expanded inte:rconn.ection alterna.tives will pay less. 

while tho•• customers who do not qualify for expanded 

interconDec:tion alternatives may pay more for their same 

aenice. 

How t~ill expanded interconnection affect the Companies• 

revenues and the general body of rate.payers? 

ln ita March 10, l994, order in Phase I of this 

proceeding, the Co!M'Iiaaion stated that it:. shared 

•united! • concerns regarding the impact of cross 

eluticity be. tween awi.tched and special access services 

and how it will affect LEC revenu.es and the general body 

of ra tepayere . • (Pinal Order No . PSC-94-0285-FOF·TP, 

page 22 . ) The Commi ssion also noted that switched access 

wiil be add.ressed in Phase II. It is, therefore, 

a,ppropriate that the Commission now undertake a thorough 

exaaination of how and to what extent these pro

competitive policy decisions will impact traditional 

t:e•idual ratemak.ing policies. 
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A8 I noted in II)' direct teatimony in Phase I, this 

Coaaiaaion, in 1ta comments provided in iiocket No. 41-

.141., d4ted Au,guat S, 1.991, with regard to switched 

acce••· •tat.ed: 

We believe that the transition to &l!iitcbed 

acce•• ca.petition may be inevitable, however, 

this change should occur with great caution. 

The opening up of the •witched network could 

potentially have profOWld effects on the local 

exchange companiea and the local service 

•ub•criber. Mo•t .of theae impacts will result 

from changes in historical pricing of services 

and the change in local. network usage as a 

reault. AI regulators we CJ"C&ted the economic 

incontiyoa tbat arc currently preaent in the 

telecgmmu»icttigpe ma{ket, therefore, it il OUt 

ra«pona!Qility to mitigate any .extreme effects 

.tg__the local exchang~ CQmPany or the local 

aorvico aug•crlblr• thtough prudent actions. 

(Emphasis added.) 

In theae coaaenta tbia Commission correctly recognized 

the dilemma that reaultl vhen competition is introduced 

for Aiervices which historically have been priced to 

provide contribution• tha.t support below coat. basic 
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reeidential eervicee. That ie, as these hiet.orioal price 

supports are eroded by access competition, the prices of 

eube!diaed services, such as local dial tone, will 

neoes••rily have to· be increased or ot,her sources of 

auheidy will have to be found. However, the true 

economic benefite of COtnJ)etition will not be realized if 

pricing supports are not removed and all competitors are 

not all~cS to .Price based on relative economic costa. 

Commieaion-itnpased, a,rtiflcially high access rate.s ser'lre 

•• a pricing umbrella tor inefficient produce.rs to enter 

the market and be profitable . This p:ro,fitability will, 

in the long-run, be at the expense of the Companies' 

customers for other services . 

The PCC, recognizing the inc.reaeing Ct"Jmpetition 

aesociated with ita expanded int,erconnection order, 

attceaapted to mitigate the poten.tial loss of interstate 

local traneport acceaa contribution• to other servicfts 

through the imposition of the residual in.terconnection 

chang• (RIC). The RIC pricing element, however, must be 

eliminated in t.ime. It is an artificial pricing element 

that create.a incentives for ita avoidance and cannot 

exist in a competitive environment. 

The Companiee' concerns are not aigni,f'icantly different 
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froat those stated in the COmmission's above - stated 

cOCIIIMnt• and ~:evolve around th.e amount of reven\.!~s at 

risk due to t»q>anded inte·rconnection as propo·sed for both 

special .ad switched access and the level of contribution 

these .. rvices lUke to the coverage of the Companies' 

overhead costa. Some $315 million, or approximately 4St, 

ot total United revenues are attributed. to interstate. and 

intrastate special and awi.tched access services. 

Lik8wiae, $86.5 million:, or sot, of Centel's total 

reveauea are attribu,table to interstat.e and intrastate 

special and switched access services. 

The loss of even a small portion of such a significant 

revenue source could place upward price pressure on the 

Companies' other services, notably local exchange service 

rates, and may blpact the Companies' longer term 

financial viability and plans to con·tinue with planned 

infrastructure improvements. The Companies' customers, 

especially residen.tial and single li'ne business 

cuatomere, will be d·isadvantaged if t .he Companies are not 

granted! the pri.cing flexibility needed to meet the 

eOIIIplt.ition foaterad by expanded interconnection for both 

speci.al and switched acceaa eervice•. 

lolhat conditiuna create the possibility that the 
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introduction of expanded •witched and special access 

intereonneettoD will i~~p&et ba•ic: •ervic:e prices? 

In analyzing how the int.roduction. of expanded switched 

and 8peeial ac;d••• baa the potential for impacting the 

price of baaic telephone service, the concept of . 
"univer:aal aervice• muat be oonaiclered. Tbe Federal 

CommunicatiCD8 Act of 1934 (47 U.S.C. I 1, et seq.) (the 

•communicatiOIUI Act•) atates as one o.f its goals, •to 

inake available, .-o far aa poaa1ble, to all of the people 

in the United State• as rapid, efficie·nt, Nation-wide . 

• coman.m.t.aat1cm aervice with adequate facilities at 

reasonable charge• • This goal ia o·ften referred 

to aa the ·~tveraal service• goal and has been 

considered eaaential not only in recognizing the 

importanca of individual cu.stomers having .access to a 

telephone at aftorciable rates, but alao the value to the 

entire telephone ay&tft of each customer being able to 

reach the largeat poaaible number of other telephone 

customer•. In meeting this policy goal, i~ is considered 

to ·be in the public interest to provid.e affordable rates 

uniforal.y to all cl••••• of cuatocners rather than price 

In an 

inc.r;eaaingly eompetiti.ve envi~ontnent, •• the level of 

eubsidiea decline., the remaining subsidies ehould be 

10 
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ta19eted to only the economically di•advanta.ged that 

require a •ubatdy. 

Tbe basis of tb.e Companies' concern is that , in 

e011petitive urketa, the c~titors will seek to attract 

those customers who ha.ve tb.e great eat potential for 

generating t .he hi.gheet profit margin , In the context of 

telephone service, th,is mean• tlwt those entities, either 

AAVs, cable companie• or lar9e cuatomers, who will gain 

direct ace••• to tbe Companies' central offices, will 

seek to serve themaelv·es or customers who are being 

charged access service rate a subatant ially higher than 

their coata. Ae contributions from access services to 

the Companies' overhead costs are diminished, there will 

be upward pressure on the rate• of the Companies' other 

services, including ba•ic. service. 

Historically, the Companies' service rates have been 

determined on the Companies' total revenue requirements 

which include shared a.nd common costs. However, 

reaic1ential. rates ·trad.itionally have been residually 

priced. That: is, the Companie•' other rates have been 

developed on a var,iety ot ratemaking· bases to recover an 

unapecitied portlon of the total rev~nue requirement, and 

what nvenue requirement ie left unrecov:ered is to be 

11 
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A. 

Q. 

recovered by baeic telephone •ervice rates. Residual 

pxicing of baaic telephone service has avoid.ed. the 

impoaition ot higher rates fa.r ·those services. This is 

becauae contributi.ona from non-basic aervicea, such as 

avitehed and apecial aecess eervicel have helped to 

defray a portion of shared or common costs which 

othend.ae might have to be recoveree! in rates for basic 

telephone •ervice. 

What are you ••k-ing thia Commiaaion to do in t.hia docket? 

My recoaaend&ti.on. ie that the Commission approve expanded 

interconnection,, but in order to mitigate the potential, 

long-ten impact on the rate a of the Companies I other 

service•, the Commiss.ion should gi.ve the Companies as 

much flexibility as poeaible to respond to competition. 

To tM extent the Companies can com~te effectively, 

their other ~ustomera will benefit from the contribution 

r ·ece.ived !:rom the recained service& and customers. 

.. 
Doea a phy•ical collocation mandate raise federal or 

etate cont~titutional, questions about the taking or 

contiecation of LBC property? 

'I'hie is a lega.l ! ·saue that waa addreesed in Phase I I but, 

12 
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A. 

• 

baaed upon what lul• been filed by some of the LECs, it is 

not an i8We which has been permanently di•po•ed of 

either here or at the federal level. The FCC's 

impoeition of mandatory physical collocation is currently 

on a~al on the ba•i• of &n unconstitutional taking of 

the LIC' • property. Until that appeal has been 

concluded, the imposition of ~ndatory physical 

collooatiaa ie •till an open 1eaue. It is also 

potentially a matter that could be appealed to the 

Florida Supreme Court . 

Should the COIIIIlie•ion requi.re physical and/or virtual 

collocation for evitched acceee expanded interconnection? 

A• I •tated in my te•timony in Phase I, United and Centel 

are not oppoeed to providing physical collocation to any 

qualified entity when it is demonstratively appropriate 

to do so . The Companies are, however, opposed to being 

uncanditionally required to provide any specific form of 

collocation, either phyaical or virtual . 

United and C•ntel alao bel ieve that physical and vi.rtual 

collocation ought to be. trea.ted as a line o:f business. 

Today, United ha• cu•tomer•/IXC• physically collocated in 

a nwaber of ita cent1~a1 off ieee. These coll ocations were 

l3 
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Q. 

A. 

negotiated. on an arms-length basis with the terms and 

conditiorus wh:ich are mutually beneficial to both parties. 

Based on this experience, United and Centel both believe 

that rather than mandating any particular form of 

colloea·tion, the Commisaion ought to adopt rules and 

regulation8 which permit and encourage the parties to 

negotiate physical or virtual collocation arrangements on 

a ca•e-by·-caae basis with the same terms and conditions 

available to all i .nterconnectors . 

From what LEC facilities should switched access expanded 

interconnection be offered? 

Initially, expanded interconnecti on, o.n either a physical 

or virt·ual ba.ais, should be offered only in those serving 

wire centers a,nd central o:ffice.s where it is most likely 

to be demanded by interconnectors. Additional switched 

access expanded interconnection locations should be made 

available on a location-by-location basis when 

interconnection is requested at locations other chan 

those initially apecifi.ed. 

For coMia.tency purposes, central c.o~:fices that are 

designated for interatat.e expanded interconnection should 

also be designated for intrastate expanded 

14 
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A. 

Q. 

-- · 

interconnection. 

irttrutate tariff• 

United' a and 

for special 

Centel's 

access 

proposed 

expanded 

interconnection. and illustrative tarif.f for switched 

access expanded interconnection provide lists of offices 

where colloca.tion ia ·proposed to be offered initially, as 

well as contain provisions for a,xpanding the nutrober of 

locations. 

Which entitle• •hould .be allowed expanded interconnection 

for ewitehed accesa? 

Expanded interconnection should be available to any 

cust·ome·r, 1. e. , IXCa, AAVs, cable television companies, 

power companies, information service providers, and end 

uaers, for the interconnection of transmission and 

multiplexing equi.prnent for those services as defined by 

·tbe FCC.' s Order in Docket cc 91-141. Req·uests for 

expanded interconnection of other types of equipment are 

not requi.red by the FCC's action in the interstate arena, 

nor should they be required in the intrastate 

jurisdica:ion. 

Should the United and Centel proposed flexible pricing 

plans for private line and special access be approved·? 

15 
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A. Ye•. onit.ed' • and Centel' s proposed intrasta.te zone 

den_sity pric·ing plans ease.n~iallly mirror the plana the 

Companie• filed in the. interstate jurisdiction. Approval 

of theae plans will begi·n the necessary transition tow•rd 

urket .. baaed rate• for the Companiea' dedicated aervices. 

·Aa I noted earlier in this teatimony, United and Centel 

do not . . believe that the FCC approach is the appropriate 

approach u far as flexibility is concerned, but the 

CQIIq)&niea filed flexibility plans that mirror the 

interatate plana because tbia Commission ordered them to 

<lo ao. Ne, of course, applaud this Commission's decision 

to allow implementation of theae pricing flexibility 

plans upon. implementation of expanded interconnect ion 

which ia eaaential if the Companies are to be able to 

meet the r•pidly developing competition . 

While it is true that United and Centel currently have 

CSAB for pricing flexibility, CSAs, which were designed 

to addreas bypaaa by individual customers, are clearly 

not the mo•t effective alternative to meet the 

co.ipetitive c hallenges posed by the AAVs. Geographic 

price deaveraging in the context of the zone density 

framework, which recognize• coat: and market differences, 

ia clearly more effective t han CSAs in terms of 

addressing an entire geogr•phic market area and of 

16 
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Q. 

providing workable f'lexibility while ensuring that 

awitche4 access service is n_ot cross-sUbsidized. Without 

tba availability of aone denaity pricing, the AAVs will 

be able to conatruct networks and price services that are 

econaaieall.y inefficient but still p.riced below United's 

and Centel' s tariffed switched access sel'Vices. Not only 

does thia approach greatly enhance the AAV's chances of 

•oaring away the Companie•' customers, it has the 

perverse effect of preventi.ng the customer from receiving 

the full bene·fits of competition; namely, economically 

efficient, cost-l:Mlsed prices. 

In it• Phase I Final Order (page 23 l , the Commission 

required t.he LECa to file comments wiLh their zone 

denaity pricing plana and tariff filings addressing how 

the CSA process can be improved. As was noted in 

United's and Centel's March 31, 1994, f i lings, the 1'1\?st 

important improvement in the CSA process will be to 

elitninat e the current requirement that the customer have 

a pending competitive offer before the LEC can respond 

with a CSA. 

Should United's and Centel's proposed intrastate pri.rate 

line and special acceas expanded interconnection tariffs 

be approved? 
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A. 

Q. 

A. 

Yee. United'• and Centel'• p.rivate line, special access 

and at~itched aeceaa expanded interconnection tariffs 

essentially mirror the tariff filed in the interstate 

juri•cUction. The tariffs should be approved, provided 

United aDd centel are granted sufficient pricing 

flexibility to deal witb the increased level of 

competition that accompanies expanded interconnection. 

How should hitched access loeal transport be atruceured 

and priced? 

The Commis•ion should approve. the local transport 

restructure proposed by United and Centel in their 

December 22, 1993, filings. The restructure of local 

transport has merit even if it is not in the context of 

4!"xpanded interconnection. However, it is critical that 

if switched acce•a expand.ed i .nt.erc:onneetion is imposed on 

the Companies, local transport restructure. must also be 

restructured. United and Centel will not be able to 

compete in the avitcbed access transport market if they 

cannot structure tmd price their services in the same 

fa•nion •• their competitors. For example, the Companies 

would be required to bill all u•age on a uaage-sen•itive 

basis, whereas their competitors will be able to offer 

local 'tranaport on a tlat ·rate option with •ignificant 
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Q. 

A. 

Q. 

A. 

volume discounts. For thia reason it is a structure that 

is incQ~~P&tible. with a policy change tilflt, is designed to 

further competi.tion in the switched transport. market. 

' united' • and Centel's local transport rest·l"ucture filings 

essentially airror the tariffs filed in the interstate 

juriadiction. 

Should United's and Cen.tel'e propo•ed local transport 

re•truc:ture tariffs be approved? If not, what changes 

shoulc:l be made to t.be tariffs? 

united' • and Centel' • local transport restructure filings 

should be approved. This restructure has already 

occurred in the interstate jurisdiction, and is a natural 

step in tba evolution of switched access rates becoming 

more competitive. Moreover, the local transport rate 

st·ructure that ia in place today is incompatible with 

attempts to further competition for switched transport 

services, i.e. , switched access expanded interconnec t ion . 

Does tttat conclude your testimony? 

Yes, it does . 

2 5 llt.d\U10'7t. Ut 
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