
ORIGINAL 
l\1c \'\l'n:tnTE:R, R&EVES, McGt..<n:KLJN, DAvms oN,RrEF ~: BA.KAB, P.A. 

f_..,..,., ... ,'WJIJ t-. AMiifn t,., .. Jl", 
oh .JIU\1 \\', lt.AKA.._.J., 
(". "l'iMJMA• 0.4~11Mi0.., 

toiTif.•JUtW U, l h llt'IUUI 

b1.~ru f'. Jotua 
, -, .... OHtUlO "' ltAIWM.UI 
J t.-ewu A. M toC hnnn..,,. 
.ft,.ll., \'\', ) ·l r \\'HUIT IOio Jfll. 
fr II"UA ~U) \\ •, U .utVQI 

.. -..~ ... ,J. ,.,,.,.., Ill 
"·"·tu \\', ... ..,...,.. 
V A f ' fo ;\, KTMAII>M.IIC 

VIA HANP QEL!VEBY 

Ma. Blanca Bey6 

100 N01n11 ~ SnoiiiTo .,..,,.,.... t(IKMt 

.. TA ... Il'A· F'LoHWA 33602·3126 

M..r..IUJIIU ~ TAN~A 

Jli..O. llow. auo, T.ut.~ .t"''nknM uoot..aD:Kt 

·rn ..... .,,., .. ••uat .... ~ 
r..- ••••• •••·•as• 
CAnLa OftA.IfO&AW 

February 27, 1998 

Aorlda Public Service Commlsalon 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0860 

':"········-- ().,....... 
l I 1' K. (JAJ,.,...,. 

T"' &...IY4~ P'lbiUA4 8Uf' I 

TluAMt('Ut. INO) .ll•al\14 

tr'AII (aN) fl....ocNI 

Re: Docket No. 971066-TX • In ra: Applleetlon for certiflooto to provide 
elternotlve local exchange taleeommunle.;,tlon• 11rvlco by BoiiSouth BSE. 
Inc. 

Doer Ms. Boy,6: 

Mlllk -~- Enclosed ere the original end 15 eoploa of the Direct Terctlmony of Joseph Gillan 
Hi'M, I '\' be. flied in tho above docket. 

Ml»> -OIIilli 
I hove enclosed on extra copy of the above documer. ts for you to stomp end 

~--•pP'JAturn to mo. Pleou contoct me if you have any quostion1. Thenk you for your 
~ • = esslstence. 

CTR 

EAG -,_., 
LCG :J.. 
LIN -;r;;r!V 
OK: -_,. 
~· JAM/jg 

~ I ~1oiosures 
WM-
O'm--

Slnooroly, 

~.t7Jl~ 
Joseph A. McGlothlin 

DOCUMENT 14UMBER -DATE 

FEB27 ~ 
FP~C RrC()~OS/~(POR fiHC 



OF 

JOSEPJI <~LAN 

ON BEHALF ~ 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

II 

lEFOR! THE' FLORIDA PUBliC SERVICE t >MMJSSION 

In re: Appliodon fot oetttfloate 
to provide eltwM1Ive toc.l 
exchange. tAtlecommunlcatloN 
aervlce by llleiiSouth BSf, Inc. 

) 

I 
) 
) 

Docket No. 971068-TX 

DIRECT TESTIMONY 

OF 

JOSEPH GU..LAN 

ON BEBAl.-F OF 

FLORIDA COMPETITIVE CA.RRIF.RS ASSOCIATION, 
AT&T COMMUNICATIONS OF THE SOUTHERN STATES, INC., 

AND 
MCI TELECOMMUNICATION!! CORPORATION 



I 
I 
I 
I 
I Q. 

I 
2 

3 A. 

I 4 

I 
s 
6 

I 7 Q. 

I 
8 

9 A.. 

I 10 

I II 

12 

I 13 

I 14 

IS 

I 16 

I 17 

I 
18 

19 

I 

I I 

Direct Testimony of 
Joseph Gillan 

OD bebal! of lbc 
Florida Competitive Caniers Anociallon. 

AT&T Communications of lhe Soulbcm SillieS, Inc., 
IDd 

MCI Tclecommuni.Ulions Corpor.tion 

!Please nate your aame, badllea adclral ud oceupatJoa. 

My rwnc is Joseph OiiJID. My business address is P .0 . Box S41 038, Orlando. 

Florida 328S4. le.m an cc:onomisl wilh a c:onsultlna prldice spcciallzina in 

tdceo.mmunlc:atlons. 

Pleue briefly outline your edacatioDill backp'ound and related expcrirau. 

I am a pllduale of lbe Univershy of Wyo. 'ling w~ I received B.A. and M.A. 

dqvees in economics. From 1980 10 198S, I was on the sWT of the Ill inois 

Commerce Commission when: I bad n:sponslhlhy for the policy analysis of 

issues CRiltcd by the emergence of c:ompctiti >n in ~ulaled rnarkeu, in 

pa:ticular the telecommunications industry. V 'bile AI the Commission, I served 

on the sWr IUbc:ommittce for the NARUC Communications Cc!mmittce and 

was appointed 10 the Re5calch Advisory Council ovcnceina NARUC's IUCIIrCh 

llliJI, the National RtgulaiOry R.ctearch I ostltu1e. 

In 1985, I left lh 1 Commission to join U.S. Switch, a venture firm orsanlzcd 10 
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Q. 

A. 

Q. 

A. 

tdepbonc compeni~ At the end of 1986, I rmgDCd my position of Vice 

Presldent·Markctina/Strategic Planning to bqin a consulting r ectice. 

Over the past decade, 1 bl!ve provided testimony before more tbl!n 25 $1Ale 

commisslons. four state legislatures, the Co.mmerce Committee of the United 

Stales Senile, and the Fcdcrai/State Joint Boazd on Separations Refonn. I 

currently serve on the Advisory Council to New Mexico Swe University's 

Cenler for Reaufatlon. 

Oo wbon beball are you testlfylog? 

I am tettlf)llna on behalf of AT&T Communieatioru or r.be Southem Sun~ Inc.. 

(AT&1), MCI Telccommunic:atioos Corp:vatiu.n (MCI). and r.be Florida 

Competitive Carriers Assoc:iation (FCCA). 1 :·e FCCA is an association with 11 

brood membership, commlned to the developiiii nt of competition across 1111 

services and 1111 areas of Florida. 

PI- aplaiD tbe fll:odamtotal blue ill tbb proe«clln&o 

~ :S really a siuale issue of lmpotUne:e to this procecdlna: just bow many 

BellSouths does it take to provide loc:al service in its own territory? In the 

testimony which follows, I explain that beca!llo consumen will diJCUD only 
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Q. 

A. 

Ple:uc aummartze tlle purpoae of yollr testimony. 

The purpose of my tctfunony Is to explain why the Commission sl1>wd deny 

BeUSouth a ee:rtifieate 10 •compete against iuclf" thro\l&h the legal anifice of 

BcUSoutb·BSE. By ~ a ootifiG~~to u an AltcmAlc Local Exchange 

Carrier (ALEC), BeUSollth is nkina a form of blck-door deregwatlon that 

wowd be every bit as effective as if the comp&ny bad directly requested that 

the Commission repeal the Telecommunieatioos Act of 1996, Chapter 364, and 

rewriTe Its rt.lles 10 cllmln•te the diatioctlon between BeUSollth and lc:ailimatc 

entrant-competitors. 

[ want to make clear at the oui$Cl, bowvve., that the canim sponsoring my 

t$imony have no objection to BeliSouth's e>ltr)' a.nd participation as an ALEC 

outside its own territory. As Bei!South-BSE nlc£ 10 win and tserve tho 

customers of GTB and Sprint, BeliSouth·BSE will cu lst as a dbtlnct competitor 

to these lnc~~mbent LEes. with a unique llllltlcct pre .~~:nee: and 1111 ccooomlc 

relationship 110 different than any other entrant 

Withln BeUSoUlb· T's territory, however, Bell South-SSE is a sbam enlrllllt, a 

IOCOnd BeUSouth indistinct from the incumbent LEC. In every meaningful 

way, BeUSouth-BSE ll BeUSouth-T. The sole Jlllf'llC* for BeiiSollth-BSE is to 

engqe In nwbt. behavior tbal Bell South-T is oot, for good reason, allowed -

4 



I 
I with tho coUateral effect of dlluting (if not avoiding} &IISouth' s obligations 

I 2 UDder the fedmU Act intended to promote local competi .. on. 

3 

I 4 Q. Wbat Ia •• Alteraate Loeal Euhaace Canter? 

I s 

6 A The Florida ~auJatory structun: is fOWlded on a fUDdameniAI distinction 

I 7 bttween new entrant loc:al companies (authorized to enter the market no sooner 

I 8 than Jamwy l, 1996) and Incumbent loeallelepbone companies, including 

I 
9 BtliSoutb-T. The swute mUea clear that it Is the policy of the Sts.tc of 

10 Florida to respect the very real differences betwec~n mtnlllt and incumbent local 

I I I canim (eee, for lnstai!Cl", FS 364.01(4Xc) which dim:u the Cornmbslon to 

I 
12 promote competidon by subjecting new entniiiU to a lcuer level of regulatory 

13 ovmight than incumbent loeal carrie1~). 

I 14 

I IS For the state SWUtc to have meaning, the AI .EC deslpdon iJ intended for a 

16 fundameniAIIy different economic unh than the Incumbent local exchange 

I 17 carrier. Similarly, the fedmU Act is prcmhed on a clear disdnction between an 

I 18 Incumbent LEC and ill entnlllt~mpetitort. The: c=tral point of my testimony 

19 is l!lat no IUilh economic dlstlr.ction can or will cxisl bctwec:n &IISwth-BSE 

I 20 and &USouth·T, even if 11 superficial legal distinction applica. 

I 21 

I 
22 Q. u It rcuooable to eoatldu BdlSoatii·BSE u u "altfl'llatlve" to 

I s 

I 



I 
I Ad!So• ttt-n 

I 2 

3 A. No, 110( 1Nilhin BeiJSouth-T's territory. Bc:IISoutb·BSE hu a market and 

I 4 ~nom Ill relationship to Bell South-T whleh ellmiMtet any mcanlnaM 

I 5 diJtinction beiWcen lhnl enlltlet. 

I 
6 

7 Fint, BeiJSoutb-BSE 1Nill not occupy a unique position in the market. Within 

I a BeliSouth's reJion, BeiiSoUib·BSE will bade 011 the samc name rccopition 11 

I 9 BeUSoulh. The lepl dUtinc1Jon in Its name 1Nill have no pnctlcal owi(ct 

lipllicance In the eyes of c:on.sumers. 10 

I II 

I 12 ~Rcood, the Collll1liaaion lhould p!:-cc no faith in the superficial claim that 

13 BellSoutb·BSB will lntcn~et 1Nith BeUSo~>:'t·T on an anns-lenat}l besls. 

I 14 Beli.Soulh-BSE and BeiiSouth· T only ex.ist • in the eyes of in\oestors - 11 a 

I IS qe ec:ooomic entity (BellSoulh). There •re 110 llnantial or market inc:cnti'-cs 

16 for these oompanietiO do an)'1hina otbtr th&.• maximin: ~holder value- a 

I 17 qe objective inoonsillent 1Ni1h an "anns-letl(.1h" relationship. 

I 18 

I 
19 The Fallacy of the Stparale ldtadl)' 

20 Q. bIt reuouble lo upect couvmen will dlltillplah bctweca BtllSoutb·T 

I 21 ud Bei.ISolltii-88E1 

I 
22 

I 6 

I 
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A. No. In ~es. JetVCd by BelJSoutb-T, BeiiSout ·SSE's application b not 

1 request to """ 1 new ma.rket as an ALEC. RaliM ., this 11pplicatlon 

represenll BcllSouth 'a rrtmry to its own marl«:ts throuah a stcond distribution 

ebannel (i.e., BciiSoutb-BSE) with lower reaulatory obligations. 

First, it ia clear that Bci!South bas cboJen 10 name Bel!South-BSE with the 

intention of capltlllmna on tht BciiSouth rwne. Mr. Scheyc:: tc::atillcd In South 

Carolina that BciiSou.th-BSE will trade on the BeiiSouth name, logo and 

reputation (Docket 97-361-C): 

... (wJhile ~has not been an explicit dbc\Wion, ifs been, 

gcnetally, that we would ruaritct under the BcllSouth name ... 

[Tr. 24) 

••• 

Q. II BeHSolllb·BSE going 10 use the linlc bell logo? 

A. I would cenalnly hope so. Y cs. [Tr. 2~ I 

••• 

Q. You indlc:a!e .•• that one of the rcuons wby you wanted to do this. ... 

was to set In busineas and not be restricted by your BciiSouth tc:nitory 

... wby 1101 start there? 

••• 
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Q. 

A. 

A. Why not SUUt in the 41 other stAtes? 

Q. lnslead of 5lal'ting where you have a pretenCC alrudy? 

A. Two reuoos. One, is clearly the BdiSouth 11411\C is not as well 

kno'N!I lhcre. Secondly, In the buslneas IIIAtbt the Idea would 

be, 1 company that might have a foundlna lllmldy here in one of 

our 9 states but lw brancllcs in other stAtes. We would try to 

aiii'IICI all !hat business. Convenc:ly, If I started in CaliforniA 

and Utah and l don't have 1 pmencc: tbetc, I don't have a 

reputation there, I don't have a name then: and probably have 

little basis for goina into bu)incss. (Tr. 76). 

Even if conswnc:n could diJCCm a clear dJi"erence between BciiSoutb·BS£ and 

Bell South-T, there is no reuon why BciiSoutl would M-an/ consumers to do so. 

Tile~ fact th4t BcliSoutb bas chosen to 01.ne hs new affiluuc BellSouth 

(albeit with a BSE on the end) rcvea!J its inl 1111 to blur any distinction between 

tbcae companies. 

Wb) II CODJUJIU"'perecptloa lmportaat? 

Tbe problen~ swns from BeUSouth's position as an exchange monopolist. This 

8 
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16 • 17 

I 18 A. 

I 
19 

20 

I 21 
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position of incumbency provides BellSoulh certait morltet advantqes (like . . 
.we.dy ICfVina oll of the local tUSUimm in lu te. , .tory). Both the 514te and 

federal stafulA:s have Imposed specific obllgation5 on BellSouth •• fro.m price-

cap rqulation, wifft 10 avoid clilcrimination and the mjuimnent to open the 

lldWOrk 10 others- to ClUb BeliSoulh's ability 10 exploit the advantages of this 

incumbency. 

By c:realing a legal entity that is imperceptibly different in the market - but 

wbicb is subject 10 none of lhe obliptions of an incumbent c:azrier •• BellSouth 

is able 10 retain all the owket advantqes or incumbency while gaining all the 

flexlbiUty of non-dominance. Thla sttategy provides BeiiSouth lu desired 

deregulatory freedom. without the Inconvenience of actually losing lillY mark.et· 

c:ontrol. 

What would be tbe dYed of BeUSoutb b. ling able to eomptte In tbe aame 

IJllrket tbrougb two ltpl tntitlea, but c oe market presence? 

It is impossible to pmliet wilh eeruinty ~~'YJI problem tha.t would be c-JUCd 

by authorizing BellSolllh 10 offer the same set of services through two entities • 

• each subject to dilicrcn.t rules and obligatlon5 •• in the same marke.t. 

However, there arc three advme consequences from their proposal that are 

im.mediately DppareDL 
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First, BeUSouth will have: pined an ability to improperly hc:nc: lit ita 
' 

UJU'eiUlatcd affiliate throu&h costs incurred by its ~It~ twin. For instance, 

BeUSouth has recently announced a S20 million adven!Jlng =paign intended 

to promote "&USoulh' a" tec:hnological skills. Like: all prodiiC( non-specific 

advenisina. tbeae adds will promote BeUSouth-BS£ and Bell South· T without 

diffcm~tlation. (In facl. it is dlffieult to conceive of any advertist:mem that 

incl~ the BeliSouth name: and logo that would not benefit BeiiSouth-BSE.) 

Second. BdlSouth·BSB would provide BeiiSouth the ability to discriminate in 

favor of sc:lcc:l c:\13t0.mers by offcrina targeted products through BeUSouth-BSE 

that are oot geocrally available to other BeiiSouth customers. :&IISouth-BSE 

would (acc:ordl"i to &IISouth) be trutod like IllY other ALEC, with the 

ebiUty to contracl wilh customers outside: .:of BellSouth's uuiffs and otherwise: 

applicable rules. 

'Jbird, BeUSouth could ux BeUSoulh-BSE to II\ old iu obligations Wider the 

federal Act. in partieular Its obliption to permit lhe Wll'estricted resale of its 

servicc:s at wbolc:We rates. 

Row would p11Dtilll BeUSouth·BSE l«aiHrvloe authority Ia BeUSoutb· 

T'1 territory nuble BeiiSoulh·T to evade lll wboleeale obligation? 

10 
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A. The federal Act establishes a number of tools to accelerate the cotty of 

competl101110 tho exclw!ae market. lncludlna the reulc or Icc. exchange 

service. The viabiUty or tho taalc cotty option is dependent u .• m the mlll'8in 

between the retail rate1 available to consumers and tho wboleale prices paid by 

entrants. 

The praniK or the wholesale pricing option ls that the rcleviUlt "retail" price is 

the tariffed RIC of the lnllumbcnt Joe&! ex~hanae carrier, in thiJ C&5C BoiiSoutb· 

T. Approving BoiiSoutb-BSE would vloi&IC lhls principle by providing 

BoiiSouth rwo lepl entities - yet a singft market prescnee - to offer Its local 

services. &IJSouth would be able to reprice cx.istlng r..rvices and introduce 

new ones throuah BcliSouth-BSE without any obligation to offer 8 wholesale: 

equivalent subject to the approprille diJcounL In effect, the "retail" price 

nfewm~ to the wholesale amy opdon would be ,tiffemn than BcJISouth-T's 

list price to which the wholesale-discount obligation twlles. 

For instaD<:e, BcUSouth-T'alocal rate today (Rate Gloup 12) is SI0.6S. to 

which the Collllllhsion-.approved diJc:ount of 19% ~ties. As 8 result, the 

wholesale 11WJin Is $2.02. BciiSouth-BSE, however, could offer the identical 

service, to the aame ~men, for S8.11S - which. from the ~mer's 

peupcctive, Is equivalent to "BcUSouth" reducing itJ rates by $2.00. Because 

the loWI:f rate is offered by BcJJSouth-BSE. however, the wholcaa.le cilicount 

II 



I 
I would 001 apply, tbc marain available 10 tbc comped.~ rcseller 10 cover its 

I 2 own costs would be eliminated, and lcaJdmate resale r-ased competitors would 

3 be driven from the market. 

I 4 

I s Q. Do you bave aay otbcr eo11ccnu wltb respect to IKIISoutb·BSE'• request? 

I 
6 

7 A. Yes. Allbouab I have fOCUJcd solely on lbc most obvious abuse, BciiSoulh's 

I 8 rcqllelt for its BcllSouth·BSB affiliate cao be viewed more fWldamenllllly as 

I 
9 effort to obtain the rqulatory flcxlbiUty or non-domliWl.t regulatory status 

10 without fil1llos!Qa (and, u a~ pedlaps rwwr losina) its dominant 

I II awtct position. The point or my testimony rci&JCS to bow this suucturc will 

I 
12 impact rivals and tho potential for local compc:titi.on. But the Commission 

13 abould abo consldtr, a a 1Cp11'111C mat""""· whether it '"" make• ICIIIO to 

I 14 permit BeUSouth 10 IPP"*h the same Jd oi CUStomers, with effectively lbc 

I IS same tet of servlcet, marketed under a qlc c ll"poi'IIC identity, but using twin· 

16 provlderl subject to dlO'erent rqu!Atory rules. 

I 17 

I 18 Tbe FaUaey of Arm' .. LHctb lall.ependrac-e 

19 

I 20 Q. Doea lkiiSoatb·BSIE llave tile aame ecoaomk reladoDJ\Jp lo BciJSouth· T 11 

I 21 otbu aatn.ta? 

I 
22 

I 12 

I 



I 
I A. No. Only lkllSol_lth·BSE enjoys an identi~ of ownership with BeliSouth-T. 

I 2 A$ such, there Is sbarebolder-inditretcoc:c Within Bei!South u to wbdher a 

3 IICI'Vico is JO!d by Bel!Soulh-T or BellSouth-BSE: the effect on Bei!South's 

I 4 invesunen11, expenJC:S, revenues and, ultlmately, profits is ldenlic:lll. When you 

I s own the p1111&, lt does not matter In whldl poclcet you keep your money. 

I 
6 

7 or counc, this aaone calculus does DOt apply to any other competitor. If the 

I 8 Commission were to grant this catific&1c, any price paid by BcllSoulh·BSE to 

I 
9 Bell South-T would be no more than a tranJfer from one Bell South pocket 10 

10 another. By cootrut, tho prices that enll'aOIS pay BellSoulh· T are a ~ 

I II economic cost they Incur. Similatly, any shifts of euswmera from BeiiSouth·T 

I 12 lo BellSouth·BSE would be all in tho family. On tbc othc: hand, if a bona fide 

13 .MW entrant IO$CS a customer to Bet ;south-T, a rcaJ ma.rUt loss occurs. Only 

I 14 BeUSouth-BSE can view BellSoulh·T as a partner and 1101 a competitor. 

I IS 

16 Q. b tbere uy evldmee tbat BeUSoutb-BIJE wltl openlt lndtJIIfodtotly or 

I 17 BtllSoutb-T (ud. for lbal matttr, O.US.111tb)? 

I 18 

19 A. No. Testimony in other ~ confinns tho obvious •• BeiJSouth·BSE 11 limply 

I 20 not an indepald.ent economic unit For instmce, Mr. Sd~eyc Kknowtedse~lhal 

I 21 his prima.ry mialoo (u Will! as that of other BellSouth manaacmen1) Is to 

I 
22 maxlmim lhlrebolder value (Oocktt 26192, Alabama PSC, Tr. 40): 

I 13 
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... in our company, at l.east. wbal we try lo do ' to maximize lhe 

value for the Jtockbolckr. 

AI noted, however, the:c b a Jlnalc stockholder for &IISoulh· BSE - lhe same 

Slocltholder oCBcliSoulb·T. There can be no uue "arm's length" relationship 

between these 0nns since each has lhe objective of maximizing lhe same 

r:tum. 

Second, lbe absence of independence it abo evident in lhe formulation of 

BcllSoUib·BSE's board (South Carolina~ 97·361-C, Tr. 45): 

AT&T CoiWCI: 

Mr. Scheyc: 

Now I talcc il, all of these wholly owned 

subsidWies, no~ have a sepllnlle Board of 

Di.rccton? 

They do have a Soan. Typically I or 2 pcopic. 

Typically lhcy arc Bell~ulh people .. They don't 

[have) an ouuide Board if lhal'4 what you're 

talking about. 

There it no independent voice because lhere it no independent purpose -

Bc11Soulh-8SE Ia nolhlna more (wilhln BeiiSoulh'• aervlna lcrritory) !han 

14 
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Bell South-T' s de~aulatcd rwin. 

Q. An tbtre olh~r eumpla wbk b demoGJtrate tbat BeiJSoutii-BSE II not an 

btdepaulut ecoaomk uait? 

A. Yes. BellSouth·BSE has indicated lbAt it Intends to operate primarily by 

n:selllna BeUSoulb-T's mall scrvi~:CS ( South Carolina Docket 97·361-C, Tr. 

59). Servioe.IUI!e is only financially viable, however, If lhe entrant can 

provide mari(etina and cUStOmer suppon mor .. effldently than ahc incumbent -· 

llDd not just modestly so, but by at least 1111 amount necessary to offset any 

price diJcount occdcd to attnct the custOmer. 

Apply this equation to the operations of Beill.'outh-BSC. Is there any reason to 

expect that BeUSoulb-BSE can provide markellll& and cUStOmer service more 

efficiently than BellSouth· T? Will Bell South- BSC have greater skills than 

DeLISouth·T? Jfao, how •• BellSouth-BSE is u ffed primarily by former 

Bel!Soulb· T employees. 

'The only nason thoJ Stf"'llce-resalc Is allract/l!t to Bei/South· BSE Is bt~caus• 

tm jimtkrmMtal economics of sef"'llce resa/111 do not apply to Btti/South·BSE. 

Each dollar BeUSouth·BSE pays for the services it t'e$Clll it pays to a siJtcr 

company; 113 nwketlna costa are reduced because It benefit~ from each 
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Q. 

A. 

adveniscment run by its si51ef company; and 1 o price disc;ount:s it must offer to 

attract c:uslomen from BciiSouth an: reduced \.~use it will be pcrecived aJ 

t.hc incumbent. BcliSouth·BSE Is an accounting fiction, im.mWilc from the 

standard financial constraints of Its chosen entry Strategy. 

Tile Texu PubUe Service Commhdoo rec:cotly addrused a almllar luut 

wttla raped to GTE. Bow did tbe Texu Commhdoo rapood? 

Tbe Texas PUC rejected a similar twin-provider request with the legal·rationale 

that its swe swute did not contemplate issuing two typeS of certificates in the 

same territory to the same company or an affiliau:. The Commission· s press 

release expounded oo its reasoning as follows: 

"If we allow reauWed companies u. use ao affiliate in their own 

territory to avoid their responsibilitic s ond 10 enter the 

competitive marUt. wo make a mOt~ery or the whole rqulatory 

and lepl scheme, • said Commissione~ Judy WaW!. Both Wolsh 

and Cboinnan Pat Wood, Ill, said that letting OTE's affiliate 

compete in GTE's service area would be counter productive to 

the compelltive local telcphonll market the PUC is worlcins to 

establish in Texas.. 
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Q. 

A. 

Should the Com~oa approve BcDSouth 'JSE'a unlllc:ate aad just walt 

to addrea any problema that arbe? 

No. The problems created by BeiiSouth·BSE's certification wit!Un Bell South· 

T's franchised a.n:a are structural and systemic to its proposal. The concerns 

identified are DOl idle spcculation, but are the Cll.Sily predictable consequences 

of '!rC81l.ns the incentives that lie at the bean of its request. For iDSWlce, 

BcllSouth· BSE's resale of BeiiSouth· T's services provides a clear example of 

BellSouth·BSE achievina a market-posture that is possible only because 

BeUSouth·BSE's affillate relationship. 

The fact of the matter is that BeiiSouth-BSE Is BeliSouth in the eyes of bolh 

conswtlll1'11 and inves1ors •· and, as sud: is not an iod~ndcnt economic unit in 

any meaningful way. The Commission should not allow BeiiSouth to use lhe 

legal pmense of a separa~e BeUSouth-BSE to accomplish through the back

door a level of regulation that its rules. the Fl 1rida statute, and federal Acr 

would not grant dinecrly. 

At the outset of my testimony, I ask::d (somewhat rhctoricaJiy) just how many 

BeDSouths does It take to provide local service in its franchi.scd areas? The 

answer Is one. The Commission should deny BeliSouth-BSE's request to 

operate as an "alternate" local carrier within BeiiSouth-T's operating region. 
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Utbe Commlaloa craall BeiiSouth·BSE aa ALEC certllleate t o COID~te 
0 

ID tbe ttrrltC!ry saved by BeUSoutb-T, "hat coa.clltloDJ or modlfieatio~ 

oC!IIld the ColllDliiiJoa bapott? 

llf tbe Commission ;rant~ BeiiSouth-BSE a certilica.lt to tompett as an ALEC 

in BeUSoutb-T' s erving territory, II should make as 11 tondition of BdiSouth· 

BSE «rtification Bc:USouth-BSE's IICCC'pii.IICC of all the obligations llppllcable 

to 111 lnewnbcn! LEC in the Federal Act, as well 111 the requirements of 

Chapter 364 and tho C.ommission' s ruiCll applicable to non-ALEC local catrien. 

IIBellSoutb·BSE'a pwpoJO in applying for the ce.rtificatt It to be able to 

packa&e certain produets to~ether ll'd 10 •follow" certain customers wbo move 

or add locations. 111 desc:ribed in Mr. ~ye's ltStimony, then such conditions 

would not present IU1Y impediment 10 BellSt uth-BSE's Sl4ted goals. 

Doa tbll coududt your direct tatlmouy ' 

Yes. 
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! HEREBY CERTIFY that a true and correct cop~ of tho foregoing Dlroot 

Teltlmony of JOMph GHian has been fumlahed by United States mail or hend 

delivery( • ) thla 27th dey of February, 1998, to tho following: 

Martha Carter Brown • 
Divlaion of Legal Servlcea 
Florida Public Service Comml11lon 
2640 Shumard Oak Boulevard, Room 
390-M 
T allah01soo, Florida 32399·0860 

Mark Herron 
E. Gary Early 
Akerman, Semterfltt & Eidson, P .A. 
216 South Monroe Street 
Suite 200 
Tallaha110a, FL 32301 

Kannoth HoHman 
Rutledge Law Firm 
Poet Office Box 661 
Tallaha11oe, FL 32302 

Barbara D. Auger 
Pater Dunbar 
Pennington, Moore, Wilkinson 

& Dunbar. P.A. 
216 So~th Monroe Street 
Tallahaaaeo, FL 32301 

~~~ /J.@~.:-,;p A. McGlothlin 
VIcki Gordon Keufman 
McWhirter, Roevea, McGlothlin, 

Davidaon, Rlef & Bokaa 
117 South Gedlden Street 
Tallahe11ae, Florida 32301 
(8501 222·2626 

Attomeya for FCCA 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of . 111 foregoing Dlree1 

Teatlmony of Joaeph ORlan has been furnished by United Stetea mall or hand 

delivery( •) this 27th dey of February. 1998, to the following: 

Martha Carter Brown • 
Division of Lo:gal Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard. Room 
390-M 
Tallaheaseo, Florida 32399-0860 

Mark Herron 
E. Gary Early 
Akerman. Santerfltt & Eidson. P.A. 
21 6 South Monroe Street 
Suite 200 
Tallahassee, FL 32301 

Kenneth Hoffman 
Rutledge Law Firm 
Post Office Box 551 
Tallaheaaae, FL 32302 

BaJbare D. Auger 
Peter Dunbar 
Pennington, Moore. Wilkinson 

& Dunbar, P.A. 
215 South r.1onroe Street 
Tallahassee. FL 32301 

-k~1.;t?t~ a:p 1{. McGlothlin 
Vicki Gordon Kaufman 
McWhirter. Reeves, McGlothlin, 

Davidson. Rial & Bakes 
117 South Gadsden Street 
Tallahassee, Florlde 32301 
(860) 222·2526 

Attorneys for FCCA 


	8-8 No. - 517
	8-8 No. - 518
	8-8 No. - 519
	8-8 No. - 520
	8-8 No. - 521
	8-8 No. - 522
	8-8 No. - 523
	8-8 No. - 524
	8-8 No. - 525
	8-8 No. - 526
	8-8 No. - 527
	8-8 No. - 528
	8-8 No. - 529
	8-8 No. - 530
	8-8 No. - 531
	8-8 No. - 532
	8-8 No. - 533
	8-8 No. - 534
	8-8 No. - 535
	8-8 No. - 536
	8-8 No. - 537
	8-8 No. - 538



