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FLORIDA PUBLIC SERVICE COMMISSION

In Re: Expanded Interconnection ) Docket No: 921074-TP

Phase II and Local Transport )

Restructure ) Filed: October 12, 1994
)

POST-HEARING STATEMENT OF
SPRINT COMMUNICATIONS COMPANY LIMITED PARTNERSHIP

In accordance with Rule 25-22.056, Florida Administrative
Code, and the Florida Public Service Commission's ("Commission")
Order Establishing Procedure in the above-captioned docket, Sprint
Communications Company Limited Partnership ("Sprint") respectfully
submits the following Post-hearing Statement and respectfully
requests that the Commission adopt the positions taken herein.

Procedural History

This docket was initiated as a result of a Petition filed by
Intermedia Communications of Florida, Inc. ("Intermedia")
requesting an Order requiring Local Exchange Companies ("LECs") to
permit Alternative Access Vendors ("AAVs") to provide authorized
services through collocation arrangements in Local Exchange Company
("LEC") central offices. The Commission held hearings and issued
an Order in Phase I of this proceeding which involved the
provisioning of Private Line and Special Access expanded
interconnection. Expanded interconnection for switched access and
local transport restructuring was addressed in Phase II of this
proceeding which is now properly before this Commission for

decision. DOCUMENT NUMBER-DATE

10409 ocT 124

FPSC-RECORDS/REPORTING




Basic Position '

It is Sprint's position that the Commission shouid develop a.

more competitive local access market by adopting a policy requiring
expanded interconnection for switched local transport services.
Long term advantages would be realized by Florida consumers of
telecommunications services with switched expanded interconnection
and local transport restructure policies geared toward a more
competitive environment. Unless switched interconnection is
allowed, there is ro need for LECs to restructure local transport
rates since, in the absence of switched interconnection, LECs will
face no effective competition for transport services. Thus, with
the adoption of switched interconnection, Sprint supports the LEC's
restructuring of local transport services as long as an appropriate

cost-based pricing methodology is used in developing rates for
direct trunked transport and other elements.

Discussion of Issues
At the commencement of the hearings in Phase II of this
docket, the Commission voted to approve stipulations which had been
previously been entered into by the parties with respect to Issues
1, 2,-.9,.:10,.-13. and: 13, Discussion of these issuel_has been

omitted from this Post-hearing Statement accordingly.

IBSBUE 3: Under what circumstances should the Commission impose
different forms and conditions of expanded interconnection than the
F.C.C.7?

444 Summary of Sprint's Position: The Commission should embrace



the same switched interconnection policies and prices that were
adopted by the FCC. Given that the same facilities will be used to
interconnect both interstate and intrastate traffic, it is both
appropriate and reasonable that interconnection prices and policies
be consistent between the two jurisdictions. #ee

ISSUE 4: Is expanded interconnection for switched access in the
public interest?

«s¢ Summary of Sprint's Position: Yes. Switched interconnection
will encourage competitive entry in the provisioning of switched
access services. Several benefits will be derived including
accelerated deployment of new and advanced technologies and
services, competitive alternatives to LEC switched transport
services, improve responsiveness to access customers in the
provisioning of existing services, and emerging competition that
will eventually move prices closer to the cost of providing access

services. oes

ISBUE 5: Is the offering of dedicated and switched services
between non-affiliated entities by non-LECs in the public interest?

s+ Summary of Sprint's Positiom: Sprint takes no position on this

issue. #&e

ISBUE 6: Does Chapter 364, Florida Statutes, allow the Commission
to require expanded interconnection for switched access?
ss¢ Summary of Sprint's Position: Sprint takes no position on this

issue. #o®

ISBUE 7: Does a physical collocation mandate raise federal or
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state constitutional questions about the taking or confiscation of
LEC property expanded interconnection?

«*¢ Summary of Sprint's Position: Sprint takes no position on this

issue. o8e

ISSUE 8: Should the Commission require physical and/or virtual
collocation for switched access expanded interconnection?

s++ Summary of Sprint's Position: 1In light of the recent United
States Court of Appeals for the District of Columbia Circuit
decision regarding physical collocation, this Commission should
focus on the merits of mandatory virtual collocation requirements.
Ty

ISSUE 12: Should collocators be required to allow LECs and other
parties to interconnect with their networks?

ess Summary of Sprint's Position: No. Collocators should not be
required to offer interconnection but should be allowed to
voluntarily negotiate individual arrangements. However, the
Commission should require that any individual arrangements
negotiated be made public and made available to all interested
parties at the same location. #e##

ISSUE 14: Should all switched access transport providers be
required to file tariffs?

¢4 BUMMARY OF SPRINT'S POSITION: VYes. Sprint believes non-
dominant carriers could potentially affect the market with
discriminatory pricing. In addition, given that interexchange
carriers may be an interconnector and are required to file tariffs,
all interconnectors should be required to file tariffs to prevent
discrimination. eee



DISCUSSION: sprint concurs with GTE's description of a tariff as
being an excellent source of information centrally available to the
public, Public Counsel and everyone else about the state of service
in the marketplace. Beauvais, Transcript, page 262. The
Commission should continue the requirement of tariff filings to
prevent discrimination and to afford all interested parties the
opportunity to take full advantage of services being offered at
various prices, terms and conditions.

ISSUB 1S: Should the proposed LEC flexible pricing plans for
private line and special access services be approved?

ese Summary of Sprint's Position: Sprint takes no position on this

issus. %es

ISSUER 16: Should the LECs proposed intrastate private line and
special access expanded interconnection tariffs be approved?

«¢¢ Summary of Sprint's Position: Sprint takes no position on this

issue., efe

ISSUE 17: Should the LECs proposed intrastate switched access
interconnection tariffs be approved?

+¢¢ Summary of Sprint's Position: Sprint takes no position on this

issue., %es

ISSUB 18: Should the LECs be granted additional pricing
flexibility? If so, what should it be?

«ss gummary of Sprint's Position: Yes. LECs should be granted
additional pricing flexibility through zone density pricing. #ee
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DISCUSSION: LECs should have the ability to set prices for
services based on the underlying costs. The cost of providing
access is largely determined by end office demand and associated
cost differences should be reflected in access prices. Density
zone pricing provides LECs with an opportunity to tailor rates more
closely to underlying costs regardless of whether an AAV or any
other entity has interconnected with the LEC.

Although density based pricing should facilitate fair
competition between LECs and AAVs, once entr;y has occurred, it is
even more important that LECs access prices reflect underlying
costs so that interconnectors can determine whether or not entry
would even be economic. Allowing LECs to price access by density
zones will send the right economic signals and should facilitate
sound entry decisions.

on the other hand, pricing plans that bear no relationship to
costs should not be approved by this Commission. GTE is proposing
a switched access discount plan that will provide discounts to
interexchange carriers that commit to various time periods at a
specified usage and/or to a specified percentage of growth. Lee,
Transcript, page 316. Although admittedly, GTE has yet to develop
any rates and has filed only an illustrative tariff in support of
its plan, the plan is conceptually flawed and would most likely
result in discriminatory pricing. Guedel, Transcript, page 841.
For a monopoly access supplier to discount the price it charges for
access traffic, without a demonstration that providing that access

traffic creates a cost savings for the supplier, is both




discriminatory and potentially anti-competitive. Id. at 855.

GTE has failed to demonstrate that either of the plans
proposed, the Term Plan or the Growth Plan, are economically
justified or reasonable. Absent a showing that GTE will, in fact,
realize a cost savings from an access customer's term of commitment
or percentage of growth, the plan should be rejected. Non-cost
based discounts for access service cannot be justified in an

environment that is not competitive. JId. at 855.

ISBUE 19: Should the Commission modify its pricing and rate
structure regarding switched transport service?

a) With the implementation of switched expanded
interconnection.

b) Without the implementation of switched expanded
interconnection.

«+4 Summary of Sprint's Position: The Commission should only
modify its switched transport pricing and rate structure with the
implementation of switched expanded interconnection. Without
expanded interconnection, competition will not exist for intrastate
switched transport and the current "equal charge" local transport
structure would remain appropriate. #¢#

DIBCUSSION: The FCC restructured local transport rates to
"promote competition for interstate switched transport and
interexchange service and to encourage efficient use of the access

network, thereby promoting economic investment and innovation.'

! In the Matter of Transport Rate Structure and Pricing, CC
Docket No. 91-213, Report and Order and Further Notice of Proposed
Rulemaking, FCC 92-422, Released October 16, 1992.
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The FCC further stated that it had proposed rules in a companion
docket "for expanded interconnection for switched transport that
would facilitate the ability of competitive access providers to
compete with the LECs in the provisioning of switched transport."?

More importantly, to promote competition, the FCC unbundled
the elements of the LECs switched transport services. The
unbundled rate elements <coupled with switched access
interconnection, provide the means for AAVs to compete on a level
playing field with the LECs for switched access transport. As a
result of switched access interconnection and the restructure of
transport rates, AAVs can interconnect with a LEC's switched access
network, provide the transport piece of the service and pay only
for the switched access elements they need to purchase from the
LEC. Prior to these FCC orders, any competitive access provider
seeking to compete for switched access transport was required to
purchase all switched access elements.

One of the main purposes for transport restructure, to
encourage competition, cannot be fully achieved without expanded
interconnection. AAVs cannot have a presence in the intrastate
market in Florida until the Commission issues an order approving
expanded interconnection for switched access. Sprint appreciates
the fact that local transport restructuring has provided the LECs
a necessary first step in structuring their rates to respond to the
services and prices of AAVs. However, without switched access

interconnection, AAVs cannot interconnect with the LEC's network in

2 Id.



a way that will allow them an economically competitive alternative
to the LEC's switched access transport. Without the real potential
for such competition, one of the primary reasons for restructuring
local transport rates is diminished. It is Sprint's position that
the existing equal charge transport rates remain in effect until
the Commission orders and LECs implement switched access
interconnection.

Thus, the Commission should not approve restructured local
transport tariffs until the issues of expanded interconnection for
switched access are resolved, including any statutory barriers.
Without the ability to interconnect with the LEC network for
purposes of transporting switched access traffic between the IXC's
facilities and the LEC network, competition for switched local

transport does not exist. Rock, Transcript, page 553.

ISSUE 20: If the Commission changes its policy on the pricing and
rate structure of switched transport service, which of the
following should the new policy be based on:

a) The intrastate pricing and rate structure of local transport
should mirror each LEC's interstate filing, respectively.

b) The intrastate pricing and rate structure of local transport
should be determined by competitive conditions in the
transport market.

c) The intrastate pricing and rate structure of local transport
should reflect the underlying cost based structure.

q) The intrastate pricing and rate structure of local transport
should reflect other methods.

s+¢ Summary of Sprint's Position: The Commission should adopt the

federal structure for switched transport which allows LECs to price

dedicated transport facilities on a flat-rate basis. However, the
9
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rate levels for transport facilities should reflect the underlying
costs of the service. Specifically, rates for transport services
should be cost-based resulting in a price relationship for DS1 and
DS3 direct trunked transport that reflects the ccst relationship
between the two services. ®e#

DISCUSSION: In its Order,’ the FCC stated three (3) goals in
deciding the future of structure and rate levels of switched access
transport: 1) to encourage efficient use of transport facilities by
allowing pricing that reflects cost; 2) to adopt a rate structure
conducive to full and fair interexchange long distance competition;
and, 3) to avoid interference with the development of interstate
access competition. Sprint agrees with the goals as set forth by
the FCC. However, Sprint does not believe that the tariffs filed
by the LECs satisfy any of the goals established by the FCC.

First, the LECs failed to provide cost stjufilies supporting the
rates proposed in the tariffs. Without proper eost studies, there
is no evidence to support that the rates filed in the tariffs
reflect their underlying costs.

Second, without supporting cost studies, there is no way to
determine whether the LECs pricing of local transport encourages or
discourages competition. The LECs failure to file rates that
reflect the differences in underlying costs will result in some
interexchange carriers contributing more to the LECs joint and
common costs than other IXCs with services that use the same

network facilities. Rock, Transcript, page 662.

y Id.
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I8SUE 21: Should the LECs proposed transport restructure tariffs
be approved? If not, what changes should be made to the tarifts?

ae¢s Summary of Sprint's Positiom: No. Sprint recommends that
direct trunked transport rates reflect the underlying costs. 1In
the absence of cost studies, however, Sprint recommends a DS3:DS1
price relationship of 22:1. sprint believes that a DS3:DS1 direct
trunked transport price relationship of 22:1 more closely reflects
the current fiber optic technology and the shared use nature of the
interoffice transmission network. #ee
DISCUBSION: Sprint supports the LECs restructuring of local
transport services and has no objection to the rate structure as
set forth in the tariff filings. However, Sprint opposes the
tariffs as filed because the rates proposed by the LECs are not
cost-based and are potentially discriminatory to smaller IXCs.
Rock, Transcript, page 654. Cost studies are necessary to
determine appropriate price floors and price relationships.
Sprint concurs with the methodology proposed by the
Interexchange Access Coalition ("IAC") in that costs should first
be identified and LECs should then be allowed to reflect those
differences in the prices charged for transport options. Gillan,
Transcript, page 607. Once costs are identified, IAC recommends
that LECs recover evenly from all IXCs, a proportionate level of
contribution to joint and common costs. Id. at page 600. However,
because the necessary cost study information was not filed in
support of the proposed rates, Sprint proposes that direct trunked
transport rates reflect a DS3:DS1 price relationship of 22:1. (To
the extent that any actual cost information is made available, it
11




should be used in place of this proposed standard to establish the
appropriate rate relationship.)

Since a DS1 is simply one (1) of 28 timeslots on a DS3
interoffice transmission system utilizing common optronics and
fiber cable, it seems reasonable that the cost of providing DS1
direct trunked transport would be 1/28th of the DS3 direct trunked
transport cost, assuming the DS3 system is utilized at full
capacity. Sprint realizes that LECs do not generally operate DS3
transmission at 100% capacity, but rather on an average of 79%.
Thus, using a 79% average DS3 capacity utilization rate yields a
DS1 cost that would be 1/22nd of the DS3 cost (79% times 28).

By maintaining a DS3:DS1 price relationship below 22:1, LECs
are encouraging access customers to purchase DS3 service at a point
when that customer will only be utilizing a fraction of the
available capacity of the DS3. Moreover, IXCs that purchase DSl
level service should not be burdened with prices that recover more
joint and common costs than prices for DS3 level service when the
same underlying facilities are utilized. By requiring LECs to
reduce intrastate DS1 rates, the Commission will come nearer to
establishing rates which are more cost-based and that promote
competition by avoiding discriminatory volume based pricing.

ISSBUE 22: Should the Modified Access Based Competition (MABC)
agreement be modified to incorporate a revised transport structure
(if local transport restructure is adopted) for intralATA toll

traffic between LECs?
see Summary of Sprint's Position: Sprint takes no position on

this issue. #&é
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ISSUE 23t How should the Commission's jimputation guidelines be
modified to reflect a revised transport structure (if local
transport restructure is adopted)?

«s¢ gummary of Sprint's Position: Sprint takes no position on
this issue. ###

ISSUE 23(a): Should the Commission modify the Phase I Order in
light of the decision by the United States Court of Appeals for the
District of Columbia Circuit?

«¢¢ gummary of Sprint's Position: Yes. The Commission's Order in
Phase I of this proceeding should be modified to reflect the change
in FCC requirements with regard to mandatory virtual collocation.

ISSUE 24: Should these dockets be closed?
«+¢ Summary of Sprint's Position: VYes. #ae

Respectfully submitted,
SPRINT COMMUNICATIONS COMPANY LIMITED

PARTNERSHIP
ov:  (LhacHoua QW
Chanthina R. Bryant ()

3065 Cumberland Circle
Atlanta, Georgia 30339
(404) 859-8506

and

C. Everett Boyd, Jr.

Ervin, Varn, Jacobs, Odom & Ervin
P.0. Drawer 1170

Tallahassee, Florida 32302

(904) 224-9135

Its Attorneys

DATED: October 12, 1994
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Ausley McMullen McGehee
Carothers & Proctor

P. 0. Box 391
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Time Warner Cable Corp. Hdq.

300 First Stamford PL.
Stamford, CT 06902-6732

Peter Dunbar
Pennington Haben et al
P. O. Box 10095
Tallahassee, FL 32302

F. Ben Poag

United Telephone of FL
P. O. Box 165000
Altamonte Springs, FL
32716-5000

Joseph McGlothlin
Vicki Gordon Kaufman
315 S. Calhoun St.
Tallahassee, FL 32301

Charles L. Dennis
Indiantown Tel.Sys.,Inc.
P.O. Box 277
Indiantown, FL 24956

Joseph Gillan

Fla. Carriers Assn.
P. O. Box 547276
Orlando, FL 32854

Brad E. Mutschelknaus
Rachel Rothstein
Danny E. Adams
Wiley, Rein & Fielding
1776 K Street NW
Washington, DC 20006

Michael Henry

MCI Telecomm.Corp.

780 Johnson Ferry Rd.,Ste 700
Atlanta, GA 30342

Patrick Wiggins
Wiggins & Villacorta
P. O. Drawer 1657
Tallahassee, FL. 32302

Jeff McGehee

Southland Tel. Co.

P.O. Box 37

Atmore, AL 36504-0037

C.Everett Boyd, Jr.
Ervin Vam Jacobs, et al
P.O. Drawer 1170

Tallahassee, FL 32301

Jodie L. Donovan, Reg.Counsel
Teleport Comm. Group

1 Teleport Dr., Ste 301

Staten Island, NY 10311

Office of Public Counsel
111 W. Madison St.

Room 812

Tallahassee, FL 32399-1400

Harris R. Anthony
J.Phillip Carver
150 S. Monroe St.,Ste. 400

Tallahassee, FL 323



Harriett Eudy Michael W. Tye David B. Erwin, Esq,

ALLTEL Florida Inc AT&T Communications Young, van Assenderp 4
P. O. Box 550 106 E. College Avenue P. O. Box 1833 2
Live Oak, FL 32060 Suite 1410 Tallahassee, FL 32302 ¥

Tallahassee, FL. 32301 q‘
Tracy Hatch Daniel V. Gregory John A. Carroll Jr
Florida Pub.Serv.Commission Quincy Telephone Co Northeast FL Tele Co
101 East Gaines St. P. 0. Box 189 P. O. Box 485
Tallahassee, FL. 32399-0865 Quincy, FL. 32351 Macclenny, FL. 32063-0485

This (2 day of October, 1994.

SPRINT COMMUNICATIONS COMPANY LIMITED
PARTNERSHIP
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Chanthina R. Bryant
Attorney, State Regulatory






