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Ms. Blanca S. Bayo, Director
Division of Records & Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399 -0850

Re: Docket No. 000075-TP
Investigation into appropriate methods to compensate carriers for exchange of
traffic subject to Section 251 of the Telecommunications Act of 1996

Dear Ms. Bayo:

Please find enclosed an original and 15 copies of Verizon Florida Inc.'s Prehearing
Statement for filing in the above matter. Also enclosed is a diskette with a copy of the
Prehearing Statement in WordPerfect 8 format. Service has been made as indicated
on the Certificate of Service. If there are any questions regarding this matter, please
contact me at 813-483-2617.

Sincerely,

imberly Caswell



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Investigation into Appropriate Methods ) Docket No. 000075-TP 
to Compensate Carriers for Exchange of ) Filed: February 2, 2001 
Traffic Subject to Section 251 of the ) 
Telecommunications Act of 1996 ) 

VERIZON FLORIDA INC.’S PREHEARING STATEMENT 

Verizon Florida Inc. (Verizon) files its Prehearing Statement in accordance with 

Order numbers PSC-00-2229-PCO-TP and PSC-00-2350-PCO-TP in this docket and 

Commission Rule 25-22.038. 

A. Witnesses 

Veriron’s witnesses for this phase of the proceeding and the issues to which 

they will testify are as follows: 

Edward C. Beauvais: Issues 4-8; Mr. Beauvais’ testimony may also touch on 

Issues 1-3 and 9, but these are primarily legal issues that will be addressed in the 

posthearing brief. 

Howard Lee Jones: Issues 6 and 7 (technical aspects). 

B. Exhibits 

Verizon will introduce the following exhibits: 

1. Direct Exhibit ECB-1, attached to Dr. Beauvais’ Direct Testimony. 

2. Rebuttal Exhibits ECB-1 and ECB-2, attached to Dr. Beauvais’ Rebuttal 
Testimony. 

3. Direct Exhibits HLJ-1 and HLJ-2, attached to Mr. Jones’ Direct Testimony. 



Verizon reserves the right to introduce additional exhibits at the hearing or 

other appropriate points. 

C. Verizon’s Basic Position 

Under FCC decisions, the internet sewice provider-bound (ISP-bound) traffic at 

issue in this docket is primarily jurisdictionally interstate. Therefore, this Commission 

lacks the authority to establish a generic reciprocal compensation mechanism for this 

traffic. While the FCC has purported to allow states interim authority to devise 

intercarrier compensation mechanisms, they can only do SO in the context of construing 

or arbitrating interconnection agreements, and only until the FCC can complete its 

proceeding. As such, the best course for this Commission would be to await the FCC’s 

decision, rather than proceed with this docket and risk having its decisions overturned 

by federal action. 

If the Commission does move forward, it must carefully consider how to structure 

compensation between carriers for quantities of usage that have not been previously 

observed in the history of telecommunications. Ideally, any intercompany 

Compensation structure should match the end user’s rate structure. However, this 

outcome may not be viable in the short term in Florida, given the statutory constraints 

on the Commission’s ability to revise end user rate structures. As such, the best 

alternative at this time is a bill-and-keep plan. Carriers must remain free, however, to 

negotiate altemative forms of intercarrier compensation. 
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D., E., F., G. Verizon’s Specific Positions 

Verizon believes the issues identified for resolution in this case are mixed 

questions of fact, law, and policy, although Issues 1-3 and 9 are primarily legai in 

nature. 

Issue 1 : (a) Does the Commission have the jurisdiction to adopt an intercarrier 
compensation mechanism for delivery of ISP-bound traffic? 

Verizon’s Position: No. The ISP-bound traffic at issue is primarily jurisdictionally 

interstate, so the Commission does not have the authority to establish an intercarrier 

compensation mechanism for this traffic. 

(b) If so, does the Commission have the jurisdiction to adopt such an 
intercarrier compensation mechanism through a generic proceeding? 

Verizon’s Position: As noted, the Commission does not have the jurisdiction to adopt 

a reciprocal compensation mechanism for ISP-bound traffic. Even if it did, 

establishment of such a mechanism through a generic docket would be impermissible; 

the Telecommunications Act of 1996 contemplates negotiation and then, if negotiations 

fail, Commission intervention through arbitration. 

h u e  2: Is delivery of ISP-bound traffic subject to compensation under 251 of 
the Telecommunications Act of 1996? 

Verizon’s Position: No. The FCC has held that Section 251 of the Act provides for 

reciprocal compensation only for the transport and termination of local traffic. As noted 

above, ISP-bound traffic is not local in nature. 

Issue 3: What actions should the Commission take, if any, with respect to 
establishing an appropriate compensation mechanism for ISP-bound traffic in 
light of current decisions and activities of the courts and the FCC? 
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Veirzon’s Position: Given the pending decision by the FCC in its rulemaking to devise 

a reciprocal compensation mechanism, this Commission should await the FCC’s action. 

This is the only sure way for the Commission to avoid the frustration of conducting a 

hearing proceeding only to have its decisions later reversed by federal rulings. 

Issue 4: What policy considerations should inform the Commission’s decision in 
this docket? 

Verizon’s Position: Verizon’s witness Beauvais discusses a number of policy 

considerations that should inform this Commission’s decision, should it choose to act at 

this point. Foremost among these is the question of how any reciprocal compensation 

mechanism will affect competition. In no event should carriers be forced to maintain a 

usage-based intercarrier compensation structure in the presence of flat local rates for 

end users. This approach will continue to create aberrant incentives for carriers and 

undermine efficient competition, to the ultimate detriment of consumers. 

Issue 5: Is the Commission required to set a cost-based mechanism for delivery 
of ISP-bound traffic? 

Verizon’s Position: If it moves forward with a reciprocal compensation mechanism, 

the Commission must remain aware of cost considerations and, particularly, cost 

differences as between incumbent and alternative local exchange carriers’ networks. 

Issue 6: What factors should the Commission consider in setting the 
compensation mechanisms for delivery of ISP-bound traffic? 

Verizon’s Position: As discussed above, the Commission should first consider the 

legal question of whether it has the authority to establish a generic intercarrier 

Compensation mechanism. If, contrary to Verizon’s view, the Commission concludes 
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that it does, there are a number of considerations that should factor into its decision. 

Some of the  most important of these include the characteristics of ISP-bound traffic; the 

differing incumbent and alternative local exchange carrier network infrastructures and 

costs; the nature of end user rate structures; and the economic and competitive 

consequences of any proposed compensation mechanism. 

Issue 7: Should intercarrier compensation for delivery of ISP-bound traffic be 
limited to carrier and ISP arrangements involving circuit-switched technologies? 

Verizon’s Position: Yes. The switching functions that have been the foundation for 

reciprocal compensation are not present in a non-circuit-switched environment, and 

there is no cost basis for assessing reciprocal compensation for delivery of non-circuit- 

switched traffic. Awarding reciprocal compensation to carriers using non-circuit 

switched technologies would be tantamount to giving them an unwarranted subsidy. 

Issue 8: Should ISP-bound traffic be separated from non-ISP bound traffic for 
purposes of assessing any reciprocal compensation payments? If so, how? 

Verizon’s Position: While it is possible .to measure dial-up traffic, ideally there would 

be no need to do so. The preferable long-term approach is to align the relative prices 

for intercompany compensation and end user traffic, thus obviating the need to separate 

1SP-bound traffic from other traffic. As this rate alignment may not be possible in the 

short run, Verizon has recommended a bill-and-keep approach for all traffic, so that no 

traffic separation will be necessary. 

Issue 9: Should the Commission establish compensation mechanisms for 
delivery of ISP-bound traffic to be used in the absence of the parties reaching an 
agreement or negotiating a compensation mechanism? If so, what should be the 
mechanism? 

5 



Verizon’s Position: No. As explained above, Verizon does not believe the 

Commission has the authority to estabtish an intercarrier compensation mechanism for 

interstate, ISP-bound traffic. If the Commission does establish a reciprocal 

compensation mechanism, however, it cannot supplant the parties’ right to negotiate 

reciprocal compensation arrangements that differ from any the Commission may 

establish. 

H. Stipulated Issues 

Verizon is unaware of any stipulations at this time. 

1. Pending Matters 

Verizon is unaware of any pending matters. 

J. Procedural Requirements 

To the best of its knowledge, Verizon can comply with all requirements set forth 

in the procedural order in this case. 

Respectfully submitted on February 2,2001. 

By: 
c/. Kimberly Caswell‘ -6 P. 0. Box 1 IO, FLTC0007 

Tampa, Florida 33601 -01 10 
Telephone No. (81 3) 483-261 7 

Attorney for Verizon Florida Inc. 
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CERTIFICATE OF SERVICE 

1 HEREBY CERTIFY that copies of Verizon Florida Inc.’s Prehearing Statement 

in Docket No. 000075-TP were sent via U S .  mail on February 2,2001 to the parties on 

the attached list. 



Staff Counsel 
Florida Public Servtce Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Nancy White c/o Nancy Sims 
BellSouth Telecomm. inc. 
150 S. Monroe Street, Suite 400 
Tallahassee, FL 32301 -1 556 

Michael Gross 
Florida Cable Telecomm. Assn. Sprint-Florida 
246 East 6th Avenue 
Tallahassee, FL 32303 MC FLTLHOOlO7 

Charles Re hwin kel 

131 3 Blairstone Road 

Tallahassee, FL 32301 

Peter Dunbar 
Karen Camechis 
Pennington Law Firm 
P. 0. Box 10095 
Tallahassee, FL 32302 

Charles J. Pellegrini 
Patrick Wiggins 
Katz Kutter Law Firm 
106 E. College Avenue 
12Ih Floor 
Tallahassee, FL 32301 

Mark Buechele 
Supra Telecom 
131 1 Executive Center Drive 
Suite 200 
Tallahassee, FL 32301 

Jon C. Moyle, Ji. 
Cathy M. Sellers 
Moyle Flanigan et al. 
The Perkins House 
118 N. Gadsden Street 
Tallahassee, FL 32301 

James C. Falvey 
e.spire Communications Inc. 
133 National Business Parkway 
Suite 200 
Annapolis, Junction M D 2070 1 

Donna Canzano McNulty 
MCI WorldCom, Inc. 
325 John Knox Road 
The Atrium, Suite 105 
Tallahassee, FL 32303 

Scott A. Sapperstein Paul Rebey 
Intermedia Communications Inc. 
One Intermedia Way 
MC FLT-HQ3 
Tampa, FL 33647-1 752 

Focal Communications Gorp. 
200 N. LaSalle Street, Suite 1100 
Chicago, IL 60601 -1 91 4 

Jill N. Butler 
Cox Communications 
4585 Village Avenue 
Norfolk, VA 23502 

Charles A. Hudak 
Ronald V. Jackson 
Gerry, Friend & Sapronov LLP 
Three Ravinia Drive, Suite 1450 
Atlanta, GA 30346-21 31 

Marsha Ru!e 
AT&T 
101 N. Monroe Street 
Suite 700 
Tallahassee, FL 32301 -1 549 

Kenneth Hoffman/John Ellis 
Rutledge Law Firm 
P. 0. Box 551 
Tallahassee, FL 32302-0551 

Wanda Montan0 
US LEC of Florida Inc. 
401 North Tryon Street 
Suite 1000 
Charlotte, NC 28202 

Norman ti. Horton Jr. 
Messer Law Firm 
215 S. Monroe Street 
Suite 701 
Tallahassee, FL 32301 -1 876 

8rian Sulmonetti 
MCI WorldCom, Inc. 
Concourse Coy.  Center Six 
Six Concourse Parkway 
Suite 3200 
Atlanta, GA 30328 

Robert Scheffel Wright 
Landers & Parsons P.A. 
31 0 West College Avenue 
Tallahassee, FL 32302 

Joseph A. McGlothlin 
Vicki Gordon Kaufman 
McWhirter Law Firm 
117 S. Gadsden Street 
Tallahassee, FL 32301 



Michael R. Romano 
Level 3 Communications LLC 
1025 Eldorado 8oulevard 
Broomfield, CO 80021 -8869 

Jeffry Wahlen 
Ausley Law Firm 
P. 0. Box391 
Tallahassee, FL 32302 

G en evi eve M or el I i 
Kelley taw  Firm 
1200 lgth Street N.W. 
Suite 500 
Washington, DC 20036 

Herb Bornack 
Orlando Telephone Co. 
4558 S.W. 35’ Street 
Suite 100 
Orlando, FL 3281 1-6541 

Dana Shaffer, Vice President 
XO Communications, Inc. 
105 Molly Street, Suite 300 
Nashville, TN 37201 -231 5 

Woody Traylor 
BroadBand Office Comm. Inc. 
2900 Telestar Court 
Falls Church, VA 22042-1 206 

John McLaughlin 
KMC Telecom, Inc. 
1755 North Brown Road 
Lawrenceville, GA 33096 

Carolyn Marek 
Time Warner Telecom of Florida 
233 Bramerton Court 
Franklin, TN 37069 

Elizabeth Howland 
Allegiance Teiecom Inc. 
1950 Stemmons Freeway 
Suite 3026 
Dallas, TX 75207 

Global NAPS, Inc. 
10 Merrymount Road 
Quincy, MA 021 69 

MediaOne Florida Telecomm. 
c/o Laura L. Gatlagher 
101 E. College Avenue 
Suite 302 
Tallahassee, FL 32301 

Morton Posner 
Allegiance Telecom, Inc. 
1150 Connecticut Ave. N.W. 
Suite 205 
Washington, DC 20036 


