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Q. 

A. 

Q. 

A. 

PLDS_I! ftAH YOUR twm A1fD 808IlfU8 ADDRUS. 

lly naM ia a. Kirk Lee. My W.iness address is 600 

Bidden Ridge, Irvinq, Texas 75038. 

DVII YOU n.vlOUSLY l'ILBD TUTDIONY Ilf THIS 

eddrua1NJ iaaues related to pricinq tl.exibility· 

and tM local transport rutructure (l4'R). 

11 g. WHAT 18 ftB POUOSI OP YOUR RDOTTAL TUTDmNY? 

12 A. · Tile purpo .. of 1IY rebuttal tuti110ny is to respond 

13 
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20 
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2.2 

23 
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Q. 

to iNuu raiaecl by several partiu in thia case, 

iftcludJ.nv A'.riT vitn••• Mike GUeclel, IAC vitn-s 

Joseph Gillan, Sprint witneas ~red Rock, Teleport 

'fitnua Stevwn Al'ldreaaai, and ICI wi tnua Douqlas 

Metcalf. 'l'beae i•aues inolwle U) tbe appropriate 

pol.ioy baais for prioinq avitched transport 

aervicea, (2) the uae of' reconfiCJUrecl <leaanc1 .ror 

the CQIIPan.Y'• LTR tilinq, an.c:S (3) the level of 

prlcinq flexibility naad.ad by L£Ca. 

TIIB INTDDc:HANGB ACCESS CO,ALITION ( I .AC) ADVOCATES 

'l'IIB !STABLZSRMDT OP COST-BASED RATE DIPPERENTIALS 

O»>BilfED WITH 1.'8Z RZCOVDY OJ' CONTRIBtrriON IN' A 
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A. 

CCIIPZ'l'ITIVBLY NEtJ"1'RAL MAlQfD. WHAT EXACTLY DOES 

TBZS JOWl AND HOW WAS TBZS ISSUE ADDRUSED B'f THE 

FCC? 

Baaentiall,y, tbe lAC propo•al appear• to be tbe 

- proponl that certain •-11 IXC. advocated at 

tM tecleral level. Thia p·ropo•al, ba•.ioally a 28-

to-1 D81-to-DS3 cro••over ratio, with aoae ainor 

110Cl1ticationa, wa• conaidered and rejecte<t by the 

roc. It appear• that the IAC ha•, in an atteapt to 

.aka it 110re palatable, repackage<S previous 

arvu-nta without P"rovicHnq any additional evidence 

that: they would be haraed by the LEC•' LTR ratea. 

~ FCC acldra•aed thue a·rguaent• i ·n it. Report and 

Order and FUrther Notice ot Propoaed Ruleaaking in 

Docket No. 91-213 (tranaport Order) 1 releaaed. 

octobe.r 16, 1892 I and tou.ncl that the record did not 

•uppo.rt tbe a~enta ot the ... 11 and aediua IXCa 

that 081 rate• ahould be ba•ed on a aiapliatic 

tra·nalation troa DSJ ratea. 'l'be FCC noted that: 

•Tba interottice network doea not conaiat 

entirely ot racil,itie• capable of 

provi<lincJ 0&3 servic,a. [Footnote 

oaitt.a.] The racord indicate• that the 

1ntarotf1c• aegaent o·t tba ace••• network 

2 



1, 
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10 

11 

12 

ie a aix ot tiber, copper, and aicrovave 

facilities. (Footnote oaittect.) copper 

f 'acilities in PQ:"ticu,lar cannot be used 

to provide 083 in tbe 

interoffice network. In aany i ·n.tancea, 

a given intarottica route aay actually 

ua a cOIIbination of taciliti .. uainq 

different tacbnoloqiaa. Tbua, it would 

not be possible to aet DSl rat•• on the 

b&ais of DS3 rat•• with.out ignoring the. 

ht,har co.ts .. aoaiated with copper 

taoilities, or at~ptin.q to allocate 

13 ncb coata on a routa-.by-route ~1•. " 
lC· ('fraD&Qrt PrdU" at para. 47.) 

15 1'be PCC explained that evan it it vera to base DSl 

16 rates on DS3 pricaa, tbe appropriate. relationahip 

17 

18 

19 

20 

22 

21 

24 

25 

woul4 ~ be 28-to-1. Tba FCC qa·ve thre• priaary 

reasons wby aueh a ratio waa inappropriate: 

aaaociated with 

providi.nq DSl circuit• ove.r a OSl tiber 

facility 1!bat are not incurred when a 

t 'ul.l 083 facility ia provided to the 

cuatoaer. Firat, in order to carry an 

IXC's D81 level traffic over a DS3 

taoili·ty in the int.erotfioa network, tbe 
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Dll circu~t .uat be .ultiplex~ up to a 

D83 at tba (ftC) aDd back down to a DSl 

at t:ba end offi,ce. [Footnote oai tted. ) 

Tba additional .ultiplexing ooata at the 

awe are properly included in the 

~-aenaitive chaqe of tb• 081 

interottica rate. 8acond, it DSl dlre.ct

trunk8d traffic ia routed tbrouqb an 

~iate office Vbare aoae of the 

traf!ic b4tirnJ CU"riecl on th.e DS3 circuit 

1• 4roiiPed ott, LBCa bave to aultiplex 

tbe c:izcuita down t:o tiM D81 level in 

ozdar to atrip ot't traffic, and then up 

again to . tb• 083 level to continue 

t.hrOWih tbe in:tarotfice netvor.k. 

[7oot.nota oaitted. ] To accoapliah thia 

aul tiplexing, tbe LZC auat: convert an 

~tical. a19ftlll to an electrical aiqnal 

and tban back to an optical ai9nal by 

u.in9 tbe appropriate optical l ine 

tenaina.tinq circuit *~Uipaent. The•• 

.ultlplexin9 ~tical circuit 

!llq\lipaent c:o•t• are nov recovered throuqh 

tbe a11 .. 9e e011p0nant ot DS1 apacial 

aoceaa intft'otfice ratu. Third, D&l 

• 



1 circuits ricltnq on a 083 faci,lit.y will 

2 qanerally not fill the 083 tacility. 

3 'l'bare will often be tever than 28 OS1a in 

4 uae on the 083. While cuato~• that 

!5 purcbaee .a 013 tacili·ty pay tor ·the full 

6 capacity ot the 083, Dll ratu are aet to 

7 ~ on averaqe tba tull coat ot the 

I Dal apread utOrKJ all D8la, even wben it 

9 1• not tqlly utilized by OSl cuatoaera. 

10 [.Footnote oaittecl.] Por all of tbue 

11 ru.ona, we rej:ect the arvuaent that DSl 

ll ntu llhoulcl t;Ma ...,... on l./28 of 083 

13 rate.." 

14 ('tr"''J29'S. oms at para. 41) 

1.5 

1.6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

'1U FCC U!'ULISJUD A BIHCIDIARlC CROSSOVER RATIO OF 

9.6-T0-1 POR 081-TO-DS3 RATU. PLBASE EXPLAIN YOUR 

tnfDBRBTANDittC OF THE FCC'S RATIONA.LB Ill DETERMINING 

'l"ltlS WAS TID MOST APPROPRIATE RATIO FOR 'l"HE INITIAL 

LTR l":n.IKG. 

lJ.'taa rcc found that there waa no evidence on the 

record aupportinq tha e•taDliahJlent ot a. apecitic 

rate relationah.ip ~tv .. n 081 and DS3 aervicea. 

While tba FCC c:ould have unde.rtalten a coat 

inv .. t:i9ation t o det •r:aine a 083-to-081 rate 
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nlat.ionabip, it found that a lenc,thy inveati9ation 

vitb continuance of the equal cbar9e rule vaul4 not 

be in the public interaat. Tba FOC ~lievad that 

becaue o·r· coat clifterem:aa betvMn the LBCa, any 

.andatad fixed ratio would be inaccurate and voul4 

haft to be a4juated. over tiM. rutud, it 

ooncludad. tut: 

•a LaC'• initial 081 and DS3 tran_aport 

ra.t•a, baaecl on apecial acaua rataa aa 

of Baptaabar 1, 1992, abould t. pruuaed 

reaaonabla if they aatiafy a bencbaark 

analyaJ.a. (l'ootnote oaitted. )" 

para. 50.) 

!1M rcc utaJ:sliahad ita beneb»ark r&tciO by findinljf 

tbat .,.t of the LECa ot·terinq 083 aervice vera 

oluatarad between 9.6-to-1 and 15-to-1 ratioa. 

Bacauae the FCC vaa concerned vith unreaaonably 

cUaactvantaCJincJ aaaller I XC., ratu ret lectinq 

rat.iOIJ a.lov 9. 6-to-1, in the abaance ()f 

aatiafactory juatitication, were to be suapanded 

aDd inveatiqatad, vbi.le rate ratio• above 9 . 6-to-1 

vera cteter.in.ad to be preaUIIptively lawful and 

reaaonabla. 

'!'bAt rec further tounct tbat apacial ao~•• ratea 
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e 
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10 

.-re a reaaonable ~ia to uae in aettinCJ LTR rataa 

becauae tbe .... underlyinq facilities are used to 

provide both special acceea and .witChed: transport 

..rvlou. Tbe Pee noted that: 

• [a] llovinq the .LECa to uae a qruter 

ranqe ot hiqh c.apaoity aervicu in their 

4lrect-trunked tran•port rat.u racoqnizea 

tba~, as with special aoceaa , there are 

e~tici.enciea to be gained tbrouqb biqb 

volu.e uaaqe. Me note that today, ... 11 

11 rxc. that would otherwise taka DSla can 

12 &CJVrtMJ&ta their traffic toqetber on a 

13 013, and take ac1vantaqe of DS3 rata•, and 

14 thia aay be an alternative for the ... 11 

15 IXC.." 

16 (TraMpgrt Ordtt at para. so. ) 

17 GTB1'L is alrea.ciy aware ot aou IXC cuatoaera in 

18 Florida ~bo are aelllnq axceaa capacity on tha.ir 

19 utvorka t.o aaallar IXCa in order to ACJqreqate 

20 traffic and raduca ace••• costa. 

21 

22 

23 

24 

25 

Q. 

A. 

DO GTBP'L' S COICPETITORS AND COSTOK!RS SUPPORT LTR 

PalCU aASBD UPON EQUIVALENT SPECIAL ACCESS 

SDVIC!S? 

Yu. Teleport vU:neaa Andr•aaai, rapraaantinq a 
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Q. 

co.petito~ for GTIPL'a t;~anaport aarvi.c:ea, provided 

t:ut.i:aofty Vbich npporta u•i.Dg apecial accua rataa 

aa a baata for aattincJ fnfitchad Cladicated ratu. 

Por axa~~pla, at paCJ• 11 o·f bia teatiaony, be 

atatu: 

•oUterant rata laval• for interatate anci 

1JJ1;raat.ate tranaport. are appropriate only 

to tbe extant tbat cU.ffarent interatate 

and intraatate tariff rate• apply for 

eqw:valant D81 and 083 apeeial ace••• 
aervicea.• 

Mr. Andr .. aai'• taatt.ony 4.-onatrataa the appeal 

of .arket-baaed pr.iciDCJ to diver•• intereata. 

A'l'iT via.-a Guadel, repre•=ttinCJ GTEPL'a larCJut 

aaatOMr, a lao aupporta the Co.pany '• .LTR p·ropoaal 

at paqa 11 o.f bia teatiaon,y: 

•the ccmaiaaion a.bould approve tbe 

propoaed rata atructure •• filed. Thia 

atr\lcture vill aora accurately reflect 

the unclarlyin9 coat• aaaociatad with the 

~oviaion of tranaport aervi.o••. " 

DOU GT&PL AGJlD Wl'1'8 THE PCC'a BINc:::IDCAR.K RATIO OP 

9.6-TO•l? 

• 
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A. Mot entirely. Althouc;rb tbe FCC's qoal of 

prev.ntincJ the a.all IXCa troa beinq: unreasonably 

dlaaclvanta9ed ia iaportan't, broadar public interest 

factora aboalcl taka pr~adanc•. Aa I atat:ad in ay 

direct ta.ti.Jiony', GTUL beli•vu ~at crossover· 

rati08 8bcN~d not be pre-aat, but ahould be allowed 

to M driven by urket tactora wbicb deteraine what 

price. are Ulti-tely c::.har9ed for a qivan service • 

Tbe 4eaand for a aervioa and the nuaber of 

available aubatitutea for that aervice are exaaplaa 

ot aucb .aarkat tactora. u .. of aarkat-baaad rata• 

will cr .. te an environaent where coapatition can 

!1ouriah and tba public will benefit .are overall 

u rate. are driven oloaer tCJ true econoaic coats. 

Witb ~nda4 interconnaa tion tor switched aco .. a, 

tba potential tor o. LBC coapatitor to provide 

alternative transport aervicaa will increaaa. A 

nuaber ot vitn .. sea indicated in direct teatiaony 

that, av•n without expandac1 interconnection, 

special acceaa and dedicated privata li.na transport 

aarvieaa ara tully coapetitiva today in Florida. 

If a LIC'a pricaa tor DS1 or DS3 transport aarvicea 

ar,e not -rkat-baaad, t .ba LEC will be toread to 

correct thea or riak, losing cuatoaara to 

9 
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Q. 

alternative accaa• provider•. Allowing the aar~at 

to aat tranaport price• vill help prevent potential 

\IIIMIODGilic bypaaa and 'help k .. p traffic on the 

L&Ca' netvon• while allowi.nq the public to benefit 

troa tba in.craaaecl laval of coapeti tio.n. To 

aoaoaplillh tld,a, cro•sover ratios aboul4 be 

flexible and ahou.lcl be deterainecS by aarkat :price• 

for ext.tinq apecial accea• •ervicea. 

Given the incr ... i ·nqly coapetitive natura oC local 

tJ:anaport auvicea, it i• nsat appropriate to 

Mtabllab a pr•-••t lav•l ot contribution to be 

provided by eacb ..rvice ae the ac advocate•. 

Rat.. tor local tranaport aervic•• ahould be aat 

ebove loJ19 run incruental. coat, a• a pri.ce floor, 

and at: a level which will contribute to the 

recovery of the coap.ny' • ca.aon overh .. d •xpen•••. 
'1"be apeeitic rate• tor each type ot ssrvice abould 

aqain, bovevar, be baaed on aarkat tactora, 

inclucUnq ... rket Claaand and coJapetitiv• pr•••ur••· 

D:lD TID P.CC ALLOW THE SHALL IXC. AND OTHER PARTI~S 

TO ITS DANSPORT RBSTRUCTURB DOCICET THZ OPPORTUNITY 

·to CHAJ..LD.G& THB L&Ca' L'l'R RATES, EVEN THOUGH TID 

stATU WBR& P.UBVIIED REASONABLE? 

10 
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A. 

Q. 

A. 

Y•· FCC policy •tate• that partie• aeekinq 

auapenaion of ratu that are praawaed reaaonable 

.u.t ~n~ate: (1) a bi9b probability that the 

tari.U would be found Wllavtul after invuti9ation; 

(2) tbai: auapenaion would not •ube·t&ntially bara 

otbu iatarutad part.iu; ( 3) tba.t irreparable 

.U.jury would ruv.lt it auapenaion did not iaaue; 

and ( 4) tbat •uapenaion WCNld n.ot otherviae be 

OOIItrat'y to ·the public inter•at. 

Al:ly party oppoainq a LBC' • LTR rat•• ia required to 

..._it evldanca to tha rec on tb.a tour pointa above 

aupportincJ -.ir claia. To GTBFL'• uovledqe, nona 

ot t.be -11 txca or any otbar party waa able to 

4811onatra~ to tb• PCC that G'TBFL'a taritt va• 

unlavtul or that. any irreparable injury vaa 

J.ncurrecl 4De to GTUL'a local tranaport rat ... 

'ftaa ec.,pany'a rat.•• -t all requir-nta to be 

preauaad r .. aonable by the FCC and were allowed to 

f'IO into effect on oace~r JO, 1993. 

ARB GTZl'L' S L'l'R RATES 'NOlf-Dl'SCJUKlMATORY? 

Y•. Aa aantionec:t above, the c~ny ... t all ot· 

the Fee'• criteria tor lawful ratea. 

Diae1:'1•1nation, in tba co.aon carrie:r context, 

1.1 
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..ana that. dittarent rataa ara bein9 oharCJed to 

atailarly aituated cuatoaara tor the aaae •ervica. 

Tbia ia not tba oaaa vi·tb GTJ:I'L' • LTR rat••. With 

the aQtboriaed exception of Contract Sarvica 

Authority (CSA) and Inclivid.ual caae Baaia (ICB) 

appl1cat1ona, cn'UX. ahargU Ncb cua·tcmar 'the .... 

tariff rat•• tor t.u OS1 aervice. The coapany a lao 

c:llar9u eacb or ita c::\Uitcn-ra the aaae taritt· rate• 

tor DS3 ••rvic••. Tba Coapany doea not have 

different ••ta of rataa for dittare:nt cuatoaara tor 

tba •- ~iC~t. IIOreov.r, it ia 1aport.ant to 

1e....,.r that DSt and D83 eranaport are c:Utterent 

b;arulpOrt Mrvicea with cUtterant -rJtat. tor eacb. 

'ftaey are not tba .... aarvica. 

TbitJ 4oe• not -.n that aoae rxca vill not 

experianoe iner••••• and aaae will not experience 

d.area ... in their acce•• coat• aa a r••ult ot LTR. 

However; tbaae inaraa••• and ctearua•• are not the 

raault ot diacriainat.ory rat... Th• company doea 

no~ and cannot ditferanti.ata betvaan ita cuato .. ra 

wban .. lllng a tariffed aerviea. The ooat 

4itfereneea to the zxea are priaa.rily due to the 

aix of tr-anaport •ervicea each rxc purchue•. 

t'be8e coat cU.tteranc.. are also due in .P41't't to 

12 
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Q. 

A. 

eliaination of aubeicU.aa tbat were inherent in the 

previoualy uaecl equal cbar9e per-ainuta pricinq 

ac~s-. 

'1'beae t.pacta on tb• rxca were f 'ully anticipatfld by 

the PCC in ita invaatigat.t.on ot L'l'R. Hovevar, the 

FCC atill found eliai_nation ot. the equal c:barqa 

nJ.• to be ill the public intereat. 

WBU OfBD. PACTOJtS ARB DIPORTAN'l' IH CONSIDBRING TH1 

IAC'a DOPOSBD D81-TO-D83 RATIOS? 

fte lAC'• pzoopoaal laolatea only the interoffice 

~inCJ rate el ... nta and fail• to take into 

ac:coum: the rate• tor entrance faciliti.aa in 

caloulatiDCJ their croaaover ra'tioa. The rcc 

apeoiliad in ita Tranaport, o.rdar that tb.e rata 

ralationllhtp coapariaon betWeen DS1 and 053 

aervicaa ahoulcl inc.lude a channel teraination rate 

el ... nt, which ia the apae.ial ace••• equivalent of 

an entrance tacility. The rate relationahipa ot 

the ·different aarvieea need to be e.xaained in 

total, not on a ra·t• el ... nt baaia. To do 

otharvi" iqnoraa rata al ... nta ·which are needed to 

tully proviaion the ••rvice. 

13 
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.. - .... ~.,., . . .... ~..}4, 

In additi,on, tba lAC' • propoaal tak- away aoat ot 

t1w inoentiw tor an lXC to optiaiza ita network 

and reduce co.ta becaua it .a~t .. the ratea tor DS3 

tnaapoR, 081 ~port, and Tanct.a SVitcbecl 

Tbia ia contrary 

to tbe PCC'• objectivu in elilliDatinC) the equal 

cbu'9• rula. 'l'be' FCC found t.bat: 

•aua equal ~· rau atruoture cannot 

~in in place if c:uatollara are to 

receive t.ba ben•fit• of avitcbec:l 

It tuz1:ba&" noted ~t: 

•fte cun:ant ~:ate ab:uDture, uncter th• 

•equal charge• rule, baa proaotad 

•iCJDiticant. inefficient u•• ot the local 

excbarqe carri.u (LIC) utvorb by 

intenxcbaDtJ• carriua (lXC.) and other 

accea• c:uatOJiara. The un•conoaic pricinq 

aJ.qnal a creat.ecl by the equal cbarcJ• rule 

bav• cawaad waat •tul uae O·f LBC 

faciliti.. and hiqher rat.a for 

ra~epayera. For tbi• reaaon , it ia 

critical tbat we adopt a new rata 

atruature that will better aatch LBC 
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1 trauport rataa and coats." 

2 ('tr•""'K'rt· Qrsler at para. 1 .. ) 

3 Tba IAC''a p-ropoaal ia aiaply another vay to re-

4 ~1-..t tha aftecta of the equal obarqe rule. u 

5 auclb, the Co.aiaaio:n abOuld reject it. 

6 

7 Be u.c propoaal vcmlcl alao potentially ahirt aore 

a 4o1,la:n to be recovered .by the Raaictual 

9 • xat:arconneation c:bar9• (JUC). Tbia further 

10 ~ the equal cb&rqa aapeot o.f their propoaal 

11 ainca all partiu ara required to pay the RIC, 

·12 r~&J:!Cllaaa of Which tranaport: option tbay buy troa 

l.J a ra. 
14 

15 A 21-to•l ct:oaaovar rati.o ia •••.ntially a rate 

16 nlat.ionahip baae4 aolaly on the aqui valent 

17 capac.ity ot each type ot circuit, ainc• there are 

18 21 081 oS.rend.ta av·aila);)le on a DSl facility. Tbia 

11 ratio baa notb{ncJ to do vitb tba unda;rl.yinq coat• 

20 or prcwidtnq tboaa tacilitiea, aa the FCC correctly 

21 coueluded. 

22 

23 

24 

25 

Q. DO 1'81: IXCa TIIDISELVES ADRER.£ TO A 28-T0-1 RATE 

Ra.ATIOtfSHIP Itf PJUCING THBIR OWN HIGH CAPACITY 

8DttCU? 
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Q. 

A. 

Jlo. Aa ora pointed out before tbe FCC, the rate• 

obU'9..s by both IXC. and Altamati.ve Ace••• Venclora 

(A&Va) exbibit cro8aovera ao.uiatent with tboae 

found tD local excbancJ• carrier rat-, inolud1nq 

~· of QTD'L. Aa axaaplea, ratu quot.ct tor 

Talepoz't and! Jonea Li9btvaya Mowecl croaaovar• 

ooaurriJ11J in a r&neJ• troa 9. 7 -to-1 to 13 • 7-to-1. 

H'T and JICI ha4 croaaover• rancJiDCJ fro. 5.8-to-1 

to 12.9-to-J.. 

fta undarl.yinq coat rel&t:ioiUihip between DSl and 

083 8G'Vi~• 1a apparently not a:nyvhere clo•• to 

aa-to-1 aiDGe we have not obaerved any coapetitiva 

oarriua cbar9in9 ncb ratea in tba non-requlated 

~Jtatplaaa. The Ccmaiaaion aboul4 view auc:b 

pr.opoAla (28-to-1 or coat-baaed ditt'arentiala) 

vi.th akeptici- if partie• vbicb ha.va no requlatory 

c:onatrainta on their rat•• are not pricinq .in thia 

UJ'Ulet-. 

Wit..L GTD"L' a PROPOSED LTR RA'l'U AFFECT COMPETITION 

Dr LIBS POJIOLA'l'ZD ~S? 

Jfo. Hr. Cillan, on paqe g ot hia taatiaony, 

t.pli•• tbat OTEPL'a LTR rate• will ultiaately lead 

to fever euat~ choice• in rural area• or 

16 
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Q. 

po.aibly lead to 4aavaraqecl rata.i 1 rataa. Th.ia 

illplication .1a incorrect. Under today'• equal 

abaZ9• rul•, rural c:w~toaer• already have 

relatively tner cboicu of toll carriara. AD 

.IXC' • chlciaion to provict• ·toll aervica in an area 

ia baaed on euatoaer clanaity and revenue potential 

_.. tban any otb.ar tactora. An urban cuato.ar 

today (~Lft) baa aora cboicu than a rural 

~ IMM:auae -ller IXC. tineS it were 

JCC)fitabla to operata. wb.are the .. jority ot 

~ ue aluatuad. 

u.o, it 1• unlikely that LTR intarottica transport 

rat. will caue any ratail toll rat•• to be 

cleawr••-'· In GTU'L'a LTit propoaal, 1••• than 7·t 

of ~ total tranaport revanu.ea are qenaratad by 

rata8 tor tbea• 1nterott1ca tranaport optiona. 

other tacton, aach aa widely varyinq ace.•• rata• 

between L&Ca, put auch aora praaaure on toll 

provider• to daavaraqe their rata•. 

'1'111 SlJQCUTIOM HAS BBBH MADE THAT ANY POrENTIAL 

DU'RUSt TO 081 RAT'IS THAT MIGHT RIBULT PROM TIUS 

nocaDDG CAlf SDCPLY BZ R&COVD.ID BY IHCJlBASllfG 

Til& RUlDVAL lli'TDCOJOf8C'l'IOM CHWB (RIC) SO THAT 
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Q. 

'lD t..a: RBPD8 U\'DO& JQUTRAL. Pms& DISCUSS. 

Tbe RIC vas daaiped to be a ruiclua~ rate el ... nt 

vbicb VOil14 keep the LZCa r•venue neutral to their· 

~ trUUipOZ't revenue level.•. This rate 

el~t ia not aupport,tMl by any readily 

idatifiable invaataent coet em a lOD9 run 

iDcr~l coat baaia and, u a raau.lt., -Y not be 

a viallle el.-nt in t.be 10ft9 run. It vu intanclad 

cml.y to e~~~Nra Mort-tara traneporn; revenue 

neutrality. 'rba FCC: recoqniaed tbia tact and bu 

iDdieatecl ib intention to revi.-v tbia rata 

al~t, and thEa 1• the pote.ntial that it: -Y be 

_... .... down or eliatnatH altovethar. Tbe FPIC .. Y 

alao take action on t:b.e intraatate uc aa a reault 

of tbaae prooa.dift9•· Given theae oircuaatancea, 

abiftinCJ .are JtOMJ to tbe RIC nov -l' lead to a 

larvar bUrden placed on local ratepayer• once the 

RIC i• pba•-.cl down. or eliainated and. the LBC• •uat 

look ela.wbare to replace thi• revenue nrea:a. 

UCOifPIGOitED OIICAJfD TO DEVELOP THE RciC. AT'T 

WI'l'lfUS OUBD.:L, Olf PAGE 9 OP' HIS TUTDlONY, IMPLIES 

TIIAT 'L&Ca RAVE Ilfcmrt'IVU TO IMPLATB THE RIC AlfD 

TIQT aacoKI'I CUllC) DDIAMD IS TOO DXP'P'ICULT TO 

18 
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BVU.UAD. PL&UB RESPOND. 

'1'bMe critic! ... are untOUI\dM and Wlllupported by 

any evidence in thia prOC4ledinq. Aa aantion4td 

aboVe, the IIC ia not a viable lonq-te.ra rate 

•1~,. u a ruult., it ia unclear Vby GTE would 

baft aay inc:Mt.btive t:o artif1cially intla·ta a rate 

el-.nt tba·t •Y ultiaataly be eliainated or pbaHd 

down. To help vuard a9ainat any perception of even 

UIU.Dtant:lonal inflation of t.bll RIC, cn'II'L uaed a 

reocmflCJQrat:lon Mthodol09)' that reaul tad in a 

oonaervatiw 75t reconfiqured d--n4 utiata. The 

COIIpally beliefta tb:la partia.l reoo~ivuration 

MtiMte 9J:vaa it a reaaonable abance. of enaurinq 

~ ...auali·ty in the near tera. 

a..,ardiJMJ llr. 0\Hidel:.' • aeoond point, evaluation ot: 

r.aontiqured ~ ia not the co.plex prooeaa he 

wauld have ua ~liava . Aa I Hntioned in ay direct 

t .. t1aony, GTBP'L uaed a aillple econoaic choica 

1104al ·to avaluate tba aort likely tranaport choicea 

an IXC voul4 aaka t:or a givan route, baaed on ita 

currant traffic voluaaa and cla4icat.ad tacilitiaa. 

Tbar a ia no CJrOVtb fa·c t .orad ineo the llodal raaulta. 

Givan th .. e c.bOicu in tba raal world, aoat 

rat ional c011paniaa w.oul.d alao aaJt• tha du.and 

J.9 
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aboiaea Vhicb yield tbe lowea~ coat to th-. IXC., 

beiftv no 4Utuent, · actively aeek oh-par toraa ot 

aoc••• ill tbe urketplace baaed upon LBCa' accaaa 

n~. Jteaontipration ia ona way an IXC: can 

~ cbeape&" acc:eaa. 

A8 I pnvioualy indicated in ay direct t .. tt.ony, 

tiWa UM Of biat»rical 4-.nd vill CAUM the COIIp&Jiy 

to under-recover ita tr:uaport revanuea it any 

~1CJUZ"&tion doea occur. Tberefo·ra, tbe co~~pany 

baa uaad. a oonaarvativa utt.ata of reeo~iqured 

~ ~ vive it • batter chance of r-ininq 

rtrnama aeutral. There ia no doubt that IXC. will 

aat:ually raaont1gura. '1'ba ca.pany baqan rac:ai vinq 

.Lft-ralat.d onara troa the IXC. ¥all prior to tba 

aftacti va data of interatata ur.a. The C011pany 

~ reconti turat ion acti vity to incr•••• over 

tt.e, .. peei•lly ainca AT'T baa aakad GTE to extend 

it.a nonrecurring charge (IIRC) vaivar throuqb the 

end ot 1994. It ia G'l'ZFL' • undaratancU.nq tbat 

20 
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Q. 

alao require recontiqurat1on. 

'nLDOR'1' WI1'1d1S AHDRDBSI ARGUU 'l'BAT TRB LBCa 

8IIOULD 110'1' aa GIVD Plt:ICI»G PLBXIBILITY, 01'dllit TIWI 

WIIU' ,_ 'PCC HAS GRU'J.'BD. DO YOO AGRD? 

•o. ru.t, 1t llhoul4 be noted tha·t tb.e avitcbed 

aaau• pr!cinq flexibility grant.s by the rcc tor 
-

volUM/tiu'a diacounta put.a aiCJDificant reatrictiou 

aDil a .bazMn ot p .root on the LBCa whicb rendered 

thia type ot pricin9 flexibility unvo·rkable tor the 

110at part. Tba FCC required LBCa to <teaonatrata 

tbat 100 081 eqtlivalent. oroaaconnecta had been 

pureba8ed by ~onnectora before vo·l\llle/te:ra 

c.U.ac:ounta could be iapl-nted. In addition, tba 

tarif't rev1• peri,od r·or a voluae/tera diaoount 

t.ilincJ waa extended troa 4!5 to 120 daya. In abort, 

t.ba FCC pricift9 flexibility that Mr. Andraaaai 8AY8 

ia adequate ia really not available. 

. 
Mr. Andr.a••l -turtber clai- that "an order in thia 

<locket vi-ll o..-nly op.n up a traction of the 

iDtraatate avi tebed ace••• aarkat ( tran•port) to 

aa.petition. Becauu of thia, the LZCa will not 

loaa ai9ftifieant revenue• and ahou.ld not raca.iva 

exce•a1va pricinq tluibility." Thia atat~t 

21 
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tvaor .. tbe exiating coapatition LICa face today, 

u wll •• the loaa of .witched uaaqe traa the 

LBCa'' network cSua to the usa of ch .. per apecial 

aoceaa altern&t.tv••. All I have previoualy noted in 

., clirect tutt.ony, and aa IC:t vi tneaa Metcalf 

~, tbara ta already a ~tanttal ..aunt ot 

0011petition allowed in the Florida intraa·tata 

aaoeaa IIU'ltat in the fora at dedicated or apecial 

acc.aa. 

J'U'tbv, apecial aoaua ia a auba'tituta aervi·Ott to.r 

•itcbed acceaa for certain cwatOMra. When an end 

uaar qenaratea a l&rCJ• volu.e of traffic froa a 

ainqla location, it ia often aore coat-effective 

tor an IXC to carry the traffic froa the cuat.oaer' a 

location tba IXC'• POP over a~cial accaaa, u 

oppoaa4 to awttched acc .. a. Tba- cheaper apecial 

aoceaa oircui ta can be provid!kl by the LBC or by an 

AAV, aucb aa Teleport. or ICI. The reault ie that 

waaqe, which provide• a biqher 

contribut ion tban apecia.l acc aaa, ia reaoved trow 

tbe tiC'• hetvor k. If an AAV provide• the apecial 

acc.aa, all contribUtion ia loat . 

La.rqe bloeka of awitched uaaqe can be r-oved froa 

22 
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the network by converti.:nq r•lati valy tav lUCJ• 

bua~• cuato.era to apecial ace••• or private 

netvorJt alternative•. a.aoving thia uaaga troa the 

netwot'k aftecta asKa than :h.aat tranaport revenue• 

ainoa otbar avitcbed aoceaa rata elaaenta auch. aa 

lea'VWI t:~m. avara9a ratapayw, who CJanerataa little 

__,., left to pay the fixed coat• ot the network, 

·Vbicm have nov increa•ed on a par-unit baai• due to 

t:ba lover overall uaage r-ininfJ. 

ror thUa raa.ona, i.t ia crit.ical to allow the LBCa 

ad41Ucma1 nitcbed accu• pri.cinq fluibili·ty ao 

~ can cc.peta witb altarnati va •ourcaa ot 

aoceaa. 

aocu•· Tba ad41tional pr1e1nq 

tlaxU:t1lit¥ 1• neec:le4 today, however , not sa.. tiaa 

in the future •• Mr. Metcalf •uftuta. By delayinq 

iapl-ntation of flexible pr.icing optiona, eroaion 

of L&C rev.nu-. will continue and LEC. will not be 

a»l• to r .ecO\lp thaaa lo•••• one• .. ~•Y occur. Thia, 

in turn, v1ll plac. upvan preaaura on the rat .. ot 

ot.ber aervicu, includinq local rata•, to aake up 

tba dit tvanc:e. 
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Q. 

A. 

Q. 

A. 

PLDBI SUIIIIARIIB YOUR RBBUTTAL TESTIMONY. 

Aa I bav. incU.cated above, the FCC haa conducted a 

t.borouqb inveat.iqation of ·ura iaauea a.nc1 found 

G'fBPL'a LD r•~• ·to be juat, reaaonal>le, and 

l.aYful. Tbua are the .... rat:u that the coapany 

baa airror.S tor ita intrastate ace••• tarlff, vitb 

ta.. u~ion of the uc. I'Urtbar, aa tba PCC 

oencl.udad, there ia no aupport tor ua• of DS1-to

D83 ratio ot 21-to-1. '1'b.e rcc haa reCOC)nizad that 

-.. o.rriax-• will experience chanqea in the.ir 

acca•• coata ruultinq troa ura. Navarthal .. a, it 

found tbat .elillinatillC) the equal c::harqe rule ancl 

illpl~ino tbe LBCa' LTR ratu waa in the public 

int.uut. 

~e Ca.aiaaion abould approve GTEFL'a propoaad LTR 

ratea and ita propoaad enbanc .. enta to LTR, 

includinq tbe uae ot pricinq flexibility ~nd 

r-=ontiqurad deaand. The Coaaiaaion ahoulc1 allow 

tba coapany to t.pl .. ant tbeaa anbanceaenta in 

conjunction witb ita LTR tili:n9 • 

DOU TlaS COHCLO'OI YOUR RDUTTAL TESTIMONY? 

Yu, it doaa. 

24 



• 

QR'PIQUI 01 IIIJ]c:JI 

I RDDY CJ:aU'Y that copiu ot the Rebuttal Te•t.t.ony of R. 

lC:trk Lea on bebaU of GT& Florida Incorporated in Docket No. 

921074-TP wre •ent by u.s. •11 on June 27, lt94, to the parti .. 

on the attaabed 118t. 
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