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Re: 

..ro&'e tlae 
n.c.IDa .var.%C aancm or.wn•a1011 

7allallaaaH, l'loa:14a 

Bxpan4ed Interconnection ) Docltet No. 
Phaae II and Local Tranaport ) Docket No. 
Reatructure ) Docket No. 

) DocJtet No. 
) Docket No. 
) Docket No. 

921074-TP 
930955-TL 
940014-'l'L 
940020-'l'L 
931196-'l'L 
940190-'l'L 

The Interexchanqe Accaaa Calition (•ac•), purauant to the 

schedule eatabliabed by the Coaaiaaion in the above-referenced 

docket, filea ita Brief in the above-referenced conaolidated 

dockets. Thia proceediDCJ vaa convened in part to conai der 

whether propoaed rates tor avitahed ace••• tranaport aervic•• are 

juat and reaaonable. Specifically, IAC object• to the propoaed 

accesa tranaport ratea abarged by BellSoutb Teleco .. unicationa, 

Inc. (•BellSouth•), GTB of Florida, Inc. (•GTE•), United 

Telephone Coapany of Florida (•United•) and Central Telephone 

Company of Florida (•central•) (collectively, the •LECa•). IAC 

believe• that the propoaed rate• are unjuat, unreaaonable and 

unduly diacriainatory, and accordingly ahould be rejected. 

IAC'a eoaplaint in tbia proceedinq 1• a aiaple one: the 

local exchange telephone coapani .. ' (•LBCa•) propoaed acceaa 

charges tor intraatate interoffice tranaport are not coat-baaed, 

and, con•equently, they 4iacriainate in favor of AT,T, the 

overwhelainqly 4o.inant carrier in the long 4i•tance aarketplace, 

to the detrillent of ... ller inter xchanqe carrier• c•Ixca•), •uch 

aa the aeaber• of the Interexchange Acca•• Coalition (•IAC•). If 
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the propoaed ratu are peraitted to take effect, interexcbanqe 

coapetition will autfer, IXC. will be encouraged to aake 

inefficient uae of the local telephone network, and aerviea 

option• to conauaara in aaall co .. uniti .. and rural araaa will be 

reduced. The I.BCa' propoaed tranaport tarifta abould be 

rejected, and the eo..!•aion abould order the co~niea to 

prepare and file new acceaa tranaport ratea that are developed 

consistent with the co.t-difterential approach articulated by IAC 

herein. 

The record developed in thia proceeding doea not juatify 

lettinq the LBC.' propo•ed ratea for interoffice tranaport oecoae 

effective. In tact, the LICa' failed utterly to eubait any data 

in support of their current charqaa. Tbua, tha LECa cUd not .. et 

their burden of d..onatratinq that their rat•• for Tandea­

Switched Tranaport (•TsT•) and DSl Direct TrUnked Tranaport 

("DTT") are juat and reasonable. 

The L!Ca' raqueat that they be tree to price tranaport 

services baaed upon their own view ot the coapani .. ' aarket needs 

and atrataqiea would effectively elt.inate tbe critical role this 

Commission haa in deteraining whether propoaed rataa are 

nondiscriainatory, juat, and reaaonable. Indeed, flexible 

pricing tools -- such a• the LICa1 contract serving arranq .. enta 

("CSAs") -- are co•pletely inappropriate in the aonopolistic 

switched ace••• anvironaent. Moreover, althouqh the rates 

purportedly airror federal ratu that have been peraitted to take 
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et~ect, thia eo.aiaaion cannot and abould not delegate ita 

authority over intra•t.ta rata• in Florida to the Federal 

co-unicationa Co.aiaaion ( •rcc•) . 

The LECa' principal contention in aupport of thia pricinq 

flexibility ia the need to reapond to local coapetition. The 

record, however, ahova clearly that DQ coapetition exiata in the 

provision ot ayitcbed acc;aaa auch aa that adcfreaaed in thia 

docket. The only local co.petition even conteaplated in Florida 

at this tiae ia apecial acceaa, a aervice which can be 

subatituted tor avitched ace••• in only a relatively aaall nuaber 

of cases. Tbe overvbelainq aajority ot avitched lonq diatance 

traffic today, and tor the tore .. eable future, travel• on the 

LECs' a onopoly avitcbed accaaa tranaport network. 

It ia not aurpriain; that the LBCI' declined to aubait coat 

evidenge in aupport of tbeir propoa&d rat••. When IAC obtained 

cost intoraation tbrouqb diacovery and croaa-exaaination in thia 

pr oceeding, it becaae apparent that the relative price• between 

the three interoffice tranaport aervice option• -- DSJ OTT, DSl 

OTT, and TST -- bear no relation to the relative coata ot 

providing the aervicea. _Deapite the tact that all three aervice 

options are carried over the , ... ti.ber optic backbone network 

and the relatively a i nor aervice coat differential• are eaaily 

identified, the LBCI aet their rate• to diacriainate unreaaonably 

in favor ot their l1r9 .. t cuatoaer , AT6T, to the aevere detri .. nt 

of ita aaaller coapetitora. Worae yet, the LECa funded the DS3 
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reduction qi ven to AT'T by increaainq the 081 and T8T ratea to 

... 11 carriers. 

The only difference in providinq 083 veraua 081 level 

dedicated traru~port aarvioe., aa tbe LBCa unequivocally adait, ia 

the uae of certain relatively inexpenaive aultiplexinq equipaant. 

Yet, by the LBCa' adaiaaion, their pricing for 081 aervice 

exceed• the pricing for 083 aervice by far aore than the 

incr~tal co.t attributable to aultiplexinc;. 8iailarly, the 

rates for the tand- IIVitchinq el ... nt, which repreaenta the only 

real coat -difference between TST and dedicated (i . e . , 083 and 

DS1) traru~port aarvice8, are exoeaaive. The ratea are aet 

significantly above the incraaental coat to the LECa of providing 

tandea .witching, an4 the additional incr-nt aaounta to double­

recovery of contribution froa tandea uaera. 

The adverae consequence• of tbeae diacriainatory proposed 

rates would be aigniticant were they peraitted to take effect. 

The propoaed tranaport tariff• would aerioualy hara interexchanqe 

coapetition by 9ivinq AT'T a aiqnificant artificial coat 

advantage over ita ... 11er coapetitora. on average the tariff 

ratea at iaaue reduce AT'T'a tranaport coat• aignificantly while 

increaainq transport coata for IAC aeabera aubatantially. 

Moreover, the transport ratea create incentive• for IXCa t o uee 

the network inefficiently hy purcbaainq exceaa cap~oity, leaving 

aiqnificant portions of the network idle. Finally, the propoaed 
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rates would reduce tbe lonq distance service options available to 

conau.era in -11 ~itiu an4 rural ar .. a. 

The propoaed ~ taritta are flatly inconsistent with all 

prior ace••• charge policiea ot this co .. iaaion. The Florida PSC 

has lonq required tbat aceeaa transport rates be qeoqraphically 

averaqed and abov little distance aenaitivity, both beca~a• the 

Ca.aiaaion found tbat the oo.t of provid1nq the service vas not 

particularly distance aenaitive, and to ensure that rural and 

urban aarketa w~ld r .. p the benefit• of IXC coapetition equally. 

Indeed, it vas tor tbia very reason that the co .. iaaion enqaqed 

in the painatakinq procaaa of aatabliahinq BAEAa acroaa th4. state 

in 1984. The proposed ~ tariffs would effectively retire the 

EAEA concept by aak1nq it unaconoaic to utiliae ccmaon transport 

to reach non-urban ar .. a. Indeed, the entire structure ia 

deaiqned to encouraqa IXCa to redaaiqn their networks to aarva 

only hiqb voluae routes. Por thia raaaon alone, the propoaed LTR 

rates should be rejected. 

Accordi.nqly, tbe LZCa' propoaed ace••• transport rata• 

should be rejected. In place of th .. , IAC propoaaa a aiapla and 

atraiqbt-torvard solution uainq the LECa' propoaed access 

transport rate structure whereby any difference in the pricinq of 

DS3, DS1, an4 TST services auat be baaed atrictly upon the 

incruantal coat difteren::ea in providincJ .. ch service. For the 

convenience ot the Co.aiaaion, IAC coapiled the reaultinq non-
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diacriainatory ratea for tbe LBCa' proposed transport services 

and entered tb- into the recorct. 

IDIP'" 01 DIID1 11 

IAC is an act hoc group ot nondoainant IXCs. lAC's aeabers 

include LDDS-Ketroaedia, WilTel, Cable ' Wireless , LCI and u.s. 

Lonq Distance. Tbe IAC ... .,.rabip incluctes at least tour ot the 

six larqeat purchasers ot access sarvicea in the nation. IAC 

ma~r• provide intrastate (aa well as interstate) long ctistanca 

telephone sarvicea to thou.sanct8 of cuato.era in Ploricta. 'l'he 

payaent of ace••• cbargea to LBCs accounts tor approxiaately 

t itty percent of tbe total operating costa of IAC -•bars. so­

called •acceaa tranaport• charge• tor the connection of the IXC 

networks to LEe enct offices account tor approxi .. tely one-third 

ot such access charqea paict by IAC -•bar• tor Ploricta intrastate 

traffic. 

Unc1er the •equal charge• acoess charge rate •tructure 

currently in place, LEes in Ploricta charqe all IXCs the .... 

amount par •inute of usa tor ace••• services. Under the new LTR 

rates at issue herein, the L&Cs have qivan aiqniticant rate 

diacounta to carriera vltb larqa local traffic volu.aa, but 

increased rates aiqnifican.tly for •-ller carriers, such as IAC 

members. If the ctitferencea between tbe ctiacounta anct increases 

are unreasonably great -- as IAC contencts they are unctar the LTR 

tariffs -- larqer IXC. can obtain an insuperable cost actvantaqa 
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over their -ller coapetitora in the interexchange aarketplace. 

Therefore, IAC baa a vital atake in the outco .. of thia 

proceediJ\9. 

DQCJII)IJIJL '!C'CIIOJDID 

Thia docket v .. initially eatabliahed for the purpoae of 

conaidering vbetber to require the LBCa to provide expanded 

interconnection to alternative acce.a vendor• (•AAva•) and allow 

such AAVa to provide lbited local aervicea. The proceeding waa 

bifurcated: Pba.. I va• eatabliahed to conaider iaauea related 

to apecial aoc••• interconnection, while Phaae II waa convened to 

consider iaau- raiaed by awitched acceaa interconnection. In 

the aeanti.Jie, BellSouth and the other LBCa filed their propoaed 

LTR tarifta. '1'be taritfa vera auapended, and conaideration of 

th .. vaa •••ivned to Pbaae II. A hearing vaa held on Auquat 22-

24, 1994, during which teati.ony vaa preaented by witn••••• tor 

the LBCa, IAC, AT'T and othera. A conaolidated hearing record 

was created. 

' 51UQJI 01 pxp 10 PUICQIUID 111m 

IAC'a intereat in t:bia proceeding ia liaited to iaauea 

concerning the propoaed reatructuring of awitched ace••• local 

tranaport ratea. Sectiona I -IV hereof addr••• iaauea identified 

in the Prehearing Order aa I aaue Noa . 1, 2, 19, 20 and 21 (i.e., 

LEC LTR tariffa). Section V relate• to Iaaue No. 18 (i.e., LEC 
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pricing flexibility), while Section VI ralatea to Iasua Nos. 22 

and 23 (i.e. IIABC and iJIPUt&tion). Due to ita liaited interest, 

IAC tak .. no ~ition (and does not brief herein) Issue Nos. 3, 

4, 5, 6, 7, I, 9, 10, 11, 12, 13, 15, 16, 17 and 24. 

By their L"l''l Tariffs, the LBCa propose to replace the pre­

existing intraatata •equal cbarga•tBAJA ace••• tranaport rata 

structure with a new atructure siai lar to that recently adopted 

by the Pedaral Co.aunioationa co .. iasion (•Pee•) tor interstate 

ace .. a cbar9... Tbe •equal charge• rata structure vas a siapla 

one vhiob vas desivned to prevent the LZCs fro• givinq AT'T 

preferential accaaa cbar9a rataa. 1 Siaply put, avery IXC was 

charged tba .... price per ainuta of use for local transport over 

equal distance•. Aa explained baraattar, the !!ABA structure 

further siaplified tbia ayat.. by aaking access transport rat•• 

essentially diatanca insansitiva.2 The LECs now seek to unbundle 

the charges for transport, and to offer several differing 

transport service options. 

Tba LBCs' new LTR rata structure creates a three-part 

architecture for •witched ace••• tranaport. Under the new 

u.s . y. Waatarn llactric co., 552 P. Supp. 131, 197-98 
n . 278 (D.o.c. 1983), att'4 •ub now Maryland y. u.s., 460 u.s. 
1001 (1983) ("JJPJ•). Jaa id·, Appendix B at ! B.3 tor the text 
ot the rule. 

2 a.. section I.e. infra. 
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atructure, acoeaa tranaport conaiata of the following three 

chargea: 1) entrance tacilitiea, 2) interoffice tranaport, and 

3) a reaidual interconnection charge ( •Ric•) • ' The •entrance 

tacilitiea• cbar9e ia aaaeaaed tor connecting an IXC'a lonq 

diatance network to the cloaeat LEC end office (~, the 

•serving Wire Center•); the interoffice tranaport charge ia 

collected for carrying interexchan;e traffic within the LEC 

network to the 8ervift9 Wire canter; and the RIC ia iapoaed to 

recover certain oc 1 on coat• and enaure that the charge• are 

revenue neutral to the L&C. 

Under the LICa' propoaed taritta, interoffice tranaport 

would be offered in aeveral different waya. CUatoaera can order 

•Direct Trunked Tranaport• (•OTT•), 4 which reaervea tranaaiaaion 

capacity within the LBC interoffice network tor uae by a aingle 

IXC. Two baaic OTT optiona are available -- DS1 and DSJ 

dependin9 upon the capacity needa of the ordering IXC.' 

Alternatively, acceaa ouato .. ra can order •Tandea-Switched 

Tra.naport• (•TST•), which enable• IXC. that do not have 

autticient local traffic voluaea to juatity dedicated tranaport 

, .1U Hendrix, Tr. 16. bferencea herein to exhibita 
admitted into evidence are in the fora • [Exh. ) , p. ) ; 
reference• to the tranacript of the hearing in~ia proceeding 
are in the fora "([Witneaa naae], Tr. [page no.])•. 

4 Alao re~erred to aa •dedicated• tranaport. 

' A DS1 haa the car.city to carry 24 aiaultaneoua voice 
converaationa. A D83 carr ea the traffic equivalent of 28 DS1•, 
or 672 voice channela. bA Rock, Tr. 655; Gillan, Tr. 586. 
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to ahara interoffice circuita between LBC end otticea by 

aqqreqati.ncJ their traffic at an intanaediata tand- awitch. 

Iaportantly, reqardl- of vbicb tranaport option ia aalacted 

DS3, DSl, or TST -- the LIC providaa an ••••ntially identical 

aarvice to the IXC cuata.er, J....a,., the routinq ot calla between 

the serving Wire center and varioua end otticea. .Moreover, all 

ace-• traffic of all I.XC. ia carried over the aaae LEC backbone 

network ot fiber optic linea. • 

IAC doea not oppoee the adoption of a new tranaport rata 

atructura in place of the currant •equal charqe• atructura. 

Indeed, lAC doea not object to the particular rate atructure 

propoaed by the ~ in thia proceedinq. Hor doe• IAC object, in 

principle, to the LEe.' qoal ot aaintaining revenue neutrality in 

aovinq froa tbe •equal cbar9•• atructure to a new acceaa 

tranaport rate atructure. 

Wbat lAC doaa diapute ia the lawtu ln••• ot the apecitic 

rates the LBCa are nov cbarCJinq under that rata atructure. lAC 

aaaerta that the record d1110natrataa that thoaa pricaa are 

diacriainatory, unreaaonably favorinq larqar IXCa, particularly 

AT'T. The record ia clear that the LBCa intentionally lowered 

the price ot hi9h-volu.e DS3 aervic .. to aatiaty the perceived 

deaanda of large acoeaa cuata.era, aucb aa AT,T, but c~n•cioualy 

' 1aa Section II intra. 
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chose not to offer the .... coat aavinga to aaaller IXCa which do 

not ahare the enonaoua barcJainin9 power of the largeat I XC.. 7 

lAC doea not contend that the pricift9 of all ace••• 

tranaport aarvica optiona uould be identical. It it coat• tbe 

LECa .ore to provide one type of interoffice transport service 

than another, tba L8Ca llbould be allowed to price each in a vay 

deaiqned to recover tbe iDcr-..tal difference in tha coat of 

providing the aarvioa. 

In fact, however, the LICa did not heed any objective coat­

of-aarvioa pricin9 atandard in .. tabliahinq the ralativa 

transport rataa at iaaue herein. 'l'bay chose inataad to iqnora 

the coat differentials and baae their pricing upon a aubjactiva 

perception of vbat tha JUrket would bear. 'l'be co-iaaion aillply 

should not oounteftance the pricinq of .onopoly aarvicaa in thia 

faabion. It utilitiea are allowed to iqnora costa in 

eatabliabing ratea, they vill be fraa to diacriainate and 

overcbarga in clear contravention botb of Florida atatutaa and 

lonq-atandinq policiaa of thia eo.aiaaion. 

, 1aa section II intra. 



I o 

- 12 -

MIP'P 

I. ~ LIICa Dft DILIID B 101ft t'DD anDD !'0 HOW 
~ Bm ~ Dt.'U u.a 3Vft aiiD aa.OIIAJIL • • 

(aalaua t:o I•-• 11oa. 1, 2, 11, ao ' 211 

The LBCa have tbe burden of proof to abov that their rat•• 

are juat and raaeonable. Tbe LICa auat attiraatively daaonatrate 

that their tranaport ratu are "fair, juat [and) reasonable•'; no 

teleca..unicatioaa OCIIIp&Dy -y cbaE'9a •any person a qreater or 

lesser ooapenaation for any service rendered or to be rendered 

with respect to co..unicationa by telephone or in connection 

therewith • • • than it chargu • • • any other person for doing 

siailarly, Florida statute• 

prohibit any teleco..uni cation• coapany froa aaking or giving 

•any undue or unreaaonable preference or advantage to any person 

or locality or subject any particular peraon or locality to any 

undue or unr ... onable prejudice or diaadv~ntage in any respect 

wbataoever."10 

The LBCa have utterly failed to aeet that burden. The LECs 

failed to aulait any data to ahov that their proposed rates are 

• 
' 

Pla. Stat&. I 364.03(1). 

Pla. Stat&. S 364.09. 

w Pla. Stata. 1 364. 10. Florida Statutes also require 
that the Ca.aiaaion •encoura9e • • • coapetition in the 
teleca.aunioationa industry" and "(e)naure that all providers of 
teleca.aunioationa aarvicea are tr .. ted fairly by preventing 
anticoapetitive behavior •••• • Pla. stata. S J64.01(3)(c)­
(d). 
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not set unreasonably ~ coat. They 4i4 not state what the 

coat ot service is or What coats were included or excluded in 

setting the rate.. Indeed, the record ia devoid ot any 

explanation by the LBCa of hov the proposed rates were developed . 

Instead, the LBCa defend their propoaed rat .. by interjectinq 

several rationali•ationa Vbich are not coqnizable aa a aatter ot 

law or policy. 

&. !ftae LIICa caaao~ .. allowed u b9a9e ia Uareatraine4 
IIU'at--e4 ftioia9. 

Accordin; to the LIC vitneaaea, the propoaed rat•• are 

reasonable becauae in eacb instance the pric .. proposed exceed 

the lOIMJ run service i.Dcr-.atal coat ( •UtStc•) incurred by thu 

in provicU.ncJ the pr~ed .. rvice. As lOJ\9 as that concUtion ia 

aet, the LBCa contend, they aboul4 have unfettered 4iacretion on 

how to .. t their rates without reqar d to coat consideration• or 

what iapact their proposed pricin9 aay have upon the cuato .. ra ot 

ita access servi ces. 

As BellSouth'a witness, Mr. Jerry Hendrix, explained: 

••• [T)he nev policy should be baaed on the 
coapetitive conditions in the aarketplace • . . . The 
aa.rket-baaecl [tr&Ntport] rates, ot couree, auat cover 
their incr...antal coat!a. Once tbi• coat teat is -t, 
the LIEC abould have the flexibility to price transport 
services consistent with aarket conditions and 
4..anda.11 

II Hendrix, Tr. 418. 
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bked about tbi• •ta~t on croaa-axuaination, Mr. Hendrix 

agreed that be believu that coat-baaed pricin9 of tranaport 

aervice. ahould be abanc!onad: 

Q. • • • I CJUe•• this • • • auaa up your view that aarktet 
prioinv is appropriate and not coat-baaed pricinq •• 
lOftCJ a• inor~tal costa are covered? 

A. What you •tated auaa up •Y view well, yea. 12 

A8 he c~nted el•evbere: 

Bell'• pricaa, While they cover Bell'• coat, you know, 
ve aboul4 be allowed to set our prices to coapete with 
vbat tbe .arket is cUctatift9 • • • • 11 

At another point, Kr. Hendrix testified: 

• • • [lAC] abould not be tellinq .. where to set ay 
rat .. , - lone) •• I cover coat. Bell should be able to 
set rate• baaed on the aarket preaaurea. w 

* * * * 
• • • We abould be allowed to file rate• that we feel 
will ... t aarket pressures ••• u 

Consistent vitb this view, BellSouth taile4 to aub8it anY coat 

an in support of ita proposed transport rate• .•• 

Siailarly, GTB'• witness, Mr. Xirk Lee, aclaitted that GTE'• 

proposed LTR tranaport rates are not baaed upon anx coat studies 

IZ HeDdrix, 'rr. 418. 

u Hendrix, Tr. 441. 

14 Hendrix, Tr. 550. 

u Hendrix, Tr. 551. 

16 Hendrix, 'rr. S49. 
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pertonaed and autaitted at either the atate or federal level. 17 

Instead, GTE baaed ita pricinq solely on ita evaluation ot aarket 

conditions: 

Rates • • • should be datanained by aarkat factors such 
aa .arket ~' co.patitive conditions, and the 
nn•blr of available aubetitutea tor transport services 
in a 9iven aarkat. Rates should also be supported by 
Lon9 Run Inor..antal coat (LRIC) aa a price 
tloor. • • • Market conditions should 4eteraine the 
actual pricea and the laval ot contribution provided by 
each accaaa aervice option •11 

In attact, the LBCa arque that the incraaantal coat ot 

aervice creates a rata floor below which they cannot price, but 

there ia no rata cailin9 that liaita how hiqh they aay price 

their services. Acceptance of aucb a principle would aake a 

aockary of the Ca.aiaaion'a axpr .. • raquir ... nt that the LEC•' 

charqea be juat and reasonable. Indeed, the LEC position 

effectively provides that there ia little or no laqitiaate role 

rat••· 

The LBC. would replace the uae ot coat aa a pricinq standard 

and co .. iaaion review ot their transport rates with unrestrained 

market-baaed pricing. Si.aply put, the LECa unabashedly propose 

that they should be tree to price acceaa transport service• 

solely on tbe baaia of .arket conaiderationa, cbarqinq aa auch 

tor each LTR option aa the aarket will bear, raqardlaaa ot 

17 

II 

Lea, Tr. 322-323. 

Lea, Tr. 304. 
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whether tranaport aervice cuatoaera have any practical 

alternative .ource of aupply. 

The inevitable oonaequence of engaginq in auoh aarket-baaed 

pricinq ia to extract biqber pricea froa acceaa ouatoaera who 

lack alternative• for functionally equivalent aervicea provide4 

to larger acoe.a CU8toaera at a lower price. The aaaller 

cuato .. r would be aake4 to pay diaproportionately aore than the 

larqe carrier toward recovery of overhead and joint an4 co-on 

coata, aillply beoauae he ia a captive ouato .. r of the LECa' 

tranaport aervioea. 

Aa BellSouth'a Hendrix teatified in reaponae to queationinq 

froa Chairaan Deaaon: 

A. • • • [A]a far aa coat-baae4, we cover the coat to 
provide that aervice. 

Q. 

A. 

Q. 

A • 

. , 

Doea that ..an that the contribution on a voice 
grade baaia ia the aaae for DSl, DSJ aervice? And the 
&JWVer ia no. And what we 're aayinq ia that we cover 
co.ta, but ve ahould be allowed to price that aervice 
to •et the aarket. 

And you want the flexibility to price a DSl in relation 
to a D83 •• the aarket cSictatea. 

That'• correct. 

Aa lonq aa you cover your coat a . 

Aa long aa I cover coata. 1' 

Hendrix, Tr. 4!57. 



I ' 

- 17 -

GTE'• Lee concurred, teatifyinq that •aarket condition• ahoul4 

deteraine • • • the level of contribution provide<S by each 

service option.•» 

The LBCa att.-pt to juatify thia incre<Sibla poaition by 

claiming that they face inareaainq coapetition in the proviaion 

ot ace••• aarvicea. Aaauainq arguendo that auch a circuaetance 

would juatity unr .. trained pricincJ by LKCa, which it doea not, 

the LBCa have failed co.pletely to provide evidence of any 

meaninqful level of cc.petition in the proviaion ot •witched 

acceaa aarvicu in Plorida. In fact, the unrebutted record ia 

that BellSouth baa not received a ainqle requeat for avitched 

accaaa collocation in Ploridalu Tbua, the arguable •potential• 

tor awitched ace••• coapetition baa not developed into a 

• reality• anyvbere in the atate. 22 I ndeed, if the LECa ware in 

fact facing ai9ftificant coapetition in the ace••• aarkat, loqic 

dictate• that they would be reducing ace••• ratea tor all 

custoaera, not increaainq th- for the aajority of acceaa 

customer• •• they propoae herein. 

Lee, Tr. 304. 

11 Gillan , Tr. 9631 &eo alao Bell&outh Raaponaaa to IAC 
Interroqatoriea No. 2 6 5, which are part of Bxh. No. 28. 
BellSoutb atated therein that it bad received ng requaata for 
special or .witched aocaaa collocation in Florida. 
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The bottc. line -- aa AT'T'a vitneaa t .. titiedD -- ia that 

there ia no ...nin9tul caapetition today in tbe proviaion of 

avitcbed acoeaa aervicea in Plorida. Inde.ct, IAC vitneaa Gillan 

teatitied that -- even it .witched acoeaa intergonoection ia 

approved -- effective 8Witched acceaa cowpttition •ian't qoinq to 

happen at the concluaion of thia docket and it aay not happen in 

the concluaion of 1IY lite tial • • •• By all accounta, there 

ia no cqapetition tor TIT at all. In reality, the LECa ae .. to 

be .. ekin; co.plete aoceaa pricin9 flexibility - - tree troa 

Ca.aiaaion review -- Vblcb enabl .. th .. effectively to pre .. pt 

the develop.ent of aucb acceaa aervice co.petition in the 

tuture.2t 

In abort, the LBCa' deaire to enqaqe in unfettered aarket­

baaed pricincJ -- unrelated to either the coat of aervice or rate 

ot return -- ia UD8uatalnable •• a aattar of policy and totally 

unaupported aa a -ttar of tact. Aa AT'T'• vitneaa Guedel 

teatifiect, •I aa not aupportift9 IIU'ket-band prioinc~. I think 

that'• coapletel y inappropriate tor coapaniea who poaae•• an 

absolute aonopoly, •• tbe LECa do. •• 

Guedal, Tr. 174-1 15. 

Gillan, Tr. 983-914. 

iJUl Lee, Tr. 307; Lee, Tr. 309; Henc1rix, Tr. 420. 

Guedel, Tr. 864. 
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a. ~ Cazntaaloa 8bou14 ~t Defer to roc •rioiag. 

The X..C.' principal defen•• of their pri cinq i• that their 

tranaport rataa aiaply airror tho•• allowed to take effect at the 

federal level by tbe PCC.27 Taken to ita loqical extr-, the 

LBC• are arguing tbat tbia Co.ai••ion •hould deter to the FCC on 

all intraatate acceaa -tter•. 

tJn4er Plorida statutes, the Ccmai• •ion i• charqed with the 

r eaponaibility of judqing the lawfuln••• of any r at•• that the 

LEC• propoae tor intraat.ate •ervice• . • The fact that tha new 

LTR taritfa airror vbat the LBC• have been peraitted to do on the 

federal level doea not altar thi • juriadiction. If it did, then 

the Coaaiaaion'• authority over intraetate acce•• ••rvica• would 

be rendered a nullity. Rather, the co-i••ion •u•t e nqaqe in an 

independent evaluation of the LBCa' rat•• baaed upon Florida 

i ntra•tate ooet•, policle•, and oircuaetanc•• · a BellSouth did 

not con8ider any of tbeae f actor• in ••ttinq the intra•tate 

tran•port rat ... • 

The truth i• that the LEC.' int raetate ace••• rat•• did not 

mirror the f edera l aoc••• ratea under the foraer equal cbarqe 

s tructure, and, cri t i cally, do not • irr or the federal ace••• 

J7 

21 

» 

JO 

llandrix, Tr. 418 . 

Pla. Stat •. II 364.03 (1); 364 . 091 364.10. 

4aa A1aQ Pl a. stata . S 364. 01 (3 )(c) - (d). 

ba Hendrix, Tr. 420. 



.. 

- 20 -

ratea even under the LBC. new ancl reviK4 LTR accaaa tariffa. 

switched ace .. a ratea have aeveral coaponenta, including charge• 

for tranaport, local avitching and carrier eo-on line. The LICa 

ace••• ratea airror the tranaport cbar9•• ADlX for the tranaport 

eleaent; the intraatata rataa differ aaterially froa the 

intaratate ratea both for the local awitchift9 eleaent and the 

carrier coaaon line el~t.11 Even aore telling, the LBCa have 

opted not to llirror the RIC, which coapri••• fully two-thirda of 

the chaZ'9 .. for avitcbed tranaport aervicea. n The fact that the 

LBCa have cbo.en to airror interatate ratea for only a portion of 

the avitcbe4 ace••• charge ia a tellift9 adaiaaion that there ia 

no intrinaic value to a1rrorift9 for airrorin~JJ'• aaJte. Indeed, 

GTE'• witneaa adaitted at haarinq that •[r)atea ahould not 

neeeaaarily be airrored •••• •» 

xn any event, it abaply ia not true that the FCC haa 

deterained that the LICa' new interatate acceaa ratea are 

reaaonable or lavtul. By allowing the interatata rataa to tax• 

effect, the PCC did not preclude ita ability to lat er fineS thea 

unlawful under the co.aunioationa Act of 1934. Aa the FCC baa 

explained& •we have alao rejected tbe contention that ratea 

charged in conforaity vith a lawfully filed tariff cannot be 

" JU Hendrix, Tr. 445-447 ' &xh. 3 to Hendrix Direct 
Testiaony, EXh. No. 26. 

Hendrix, Tr. 418, 446; Guadel, Tr. 121. 

Lee, Tr. 304. 
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unjuat and unraaaonable •••• '[L)e;ally effective, carrier 

initiated taritta can alvaya be challef\9ed aa unruaonable and 

unlawful. '.,. The tact ia that the rcc cUd not exuine the LEC 

rate level• in ita Docket No. 91-213.~ Moreover, aoat of ita 

pricing criteria reaain under reconaideration. 

The ruaon tbat the PCC did not carefully exaaine the rate 

levela tor tba new ~ option• vaa becauae they allowed the LBC• 

to at.ply i~ tbair preexiating apeoial ace .. • rat•• for uae 

aa pricinv tor tbe dedicated tranaport options under the new LTR 

tariff atructure.• ~ile u .. of aucb apecial ace••• ratea aay 

have been expedient, it elao vaa erroneoua. The pr eexiatinq 

apecial acceaa ratea were .. tabliahed for apecific hiatorical 

purpoaea which do not apply in the avitohed acceaa environaent, 

and their uae aa avitched ace .. • pricinq create• undeairable 

econoaic diatortiona. 

If apeoiel acceaa rat.. are ai.Jiply iaported into the 

awitc:hed accua taritta, without axaaining the coat baai• •nd 

reaaonablen••• of the apecial aoceaa ratea in thia new 

~ ICI y. Pagi(ic Horthytat Bill Ttl. Co., 5 PCC Red 216, 

222 (1990) (aubeaquent biatory o.itted) quoting Arizona Adyiaory 
y. Atchiagn. T i s.r,a •. ep., 284 u.s . 370, 384 (1932). 

u Ju TrMIPPI't Bat;• St;ructur• and Fricing, Report and 
order and P\artber Not ice ot Propoaed Rulaaakift9, CC Docket No. 
92-213, 7 PCC Rod 7001 (1992) (hereafter •Acceaa Tranaport 
orderw) ; aee alao tranaport Bat• Structure and fricing, Pirat 
M-orandua Opinion anc:t Order C4l Raconaideration, cc Docket No. 
91-213, FCC 93-366 (releaae4 July 21, 1993) (hereafter wAcc••• 
Transport Reconsideration Orderw) , recon. anding. 

" 
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application, t.portant and undeserved ace••• price advantaqea can 

be conferred on one IXC aa coapared to another. 

At bottoa, the interatate rate• that the LBCa have on tile 

with the FCC are irrelevant to the question ot whether the 

proposed intraatate ratea before thia Ca.aiaaion are juat, 

reasonable , and non-41acriainatory. The Coaaiaaion aust review 

the record developed herein to aake that deteraination. 

c. fte kopoaect &oo••• !Taaaport lfari ffa are 
XDooaalateat Wltb klor &ooeaa Cbarge 
Deolaloaa &D4 WOllolea of tbe Wlorl4a ••c. 

Aa explained above, the L&Cs' propoaed tariffa violate 

Florida law becauaa they are unreasonably diaoriainatory. In 

addition, however, the I4'll tariffs auat be rejected because they 

are flatly inconaiatant with the prior ace••• charqe policies ot 

this Coaaiaaion. 

The Florida PSC baa lonq required that ace••• tranaport 

rates be geographically averaged and show little distance 

sensitivity, both because the Coaaiasion tound that the cost of 

providing the aervice was not particularly distance sensitive, 

and to ensure that rural and urban aarket• would reap the 

benefits of IXC coapatition equally. Indeed, it vas for this 

very reason that thia Coaaiaaion engaged in the pains akinq 

process ot establishing Equal Ace••• Bxchanqe Areas ("EAEAB") 

across the atate in 1914. The Coaaiaaion'• policy was not baaed 
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directly upon MPJ requir-..ta or •ubject to any federally 

adopted expiration date. Tbe eo.ai••ion explained: 

Although racoqni aing tbat tba IIJP equal ace••• vaa 
viewed aa CQ11Pri•in9 only tec:bnical equal acce.a tor 
IXCa to reach cuata.ara on an en4 ottice by end office 
baaia, the ca.aiaaion nevertbel••• telt tbat auch a 
•truature contained inherent incentive• that would 
re•ult in ca.petitive aervice8 in high volUJ~e and urban 
aarltet•, but not in t:be low volu.e and rural aarketa. 
Thi• re•ult would be contrary to the goal of •tatevide 
coapetitive ••rvica, 80 the eo.aia•ion favored 
e•tabli•hinq BABAa within vbicb the LBC• would be 
reaponaible tor providin9 accaa• tor all cua~• to 
reach IX C. aervin9 anyvbara in an aru.,., 

* • * •• 

The co .. i••ion tinda that an average tranaport charge 
rather than a diatanca aanaitiva tranaport charge 
•hould be applied in dataraining local tranaport charge 
level•. Tbia deoiaion ia conai•tent with the expr••• 
goal of univerNl aervioa and apreada the co•t• of 
tran•port U10n9 all ouatollera (i. •. , end u••r•) 
deri vinq tbe benetita ot telephone aervice in tbe 
EABA.,. (parenthetical added) • 

The coaai••ion reviaed ita policy toward ace••• tran•port 

rates in 1986, and reaftiraed ita co..itaent toward rate 

averaging: 

The ltey•tone of tbe tol l center concept (i.e. , tbe £ABA 
area•] i• the LBC'• obl igation to deliver all intraBAEA 
toll traffic to the toll center at an average tran•port 
rate. Tbia allova an IXC to ••rv• an entire £ABA with 
one point ot preaence (POP) and allow• all ou•toaer• 
equal ace••• to each IXC aervin1 an BAZA.• 

J1 

• 

Order 13750, Docket 120537-TP, p. J • 

.14., p. 8 • 

Order Mo. 16343, Docket 120537-TP. 
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Xn4eed, a• recently a• 1990 the co .. i••ion reiterated it• 

requir...nt tbat tranaport rat•• be averaged, and refu••d to 

airror federal acce8• chargu which departed troa thi• principle: 

Our daci•ion to ••tabli•h BAIA8 va• a re•ult ot 
cU•Ati•faction with the way equal ace••• and 
interexcbange coapetition vere being handled at the 
federal level. 

'l'be Federal develop~ent • • • provided incentive• for 
ca.petition to develop only on high voluae urban rout•• 
•arved by •pecific end-officu.~ 

We foouaed on the ability ot all en4-u••r• to ace••• 
all available xxc.. The priaary tool the co .. i••ion 
ahoaa for tbi• purpo•• va• the iapl ... ntation of a 
•tatevide avera9• local tran•port rate. An average 
rata re.ovect the incentive for an IXC to connect 
directly to an individual end office in a high voluae 
area and to avoid lov voluae di•tant office• in an 
effort to avoid tranaport charg ... •• 

'l'be LBCa have propo•ed to aake a •triking departure fro• the 

Ca.ai••ion'• oft-••pouaed tran•port policy which undeniably va• 

in~ended to favor tand-·ba•ecS tran•port aervice. The propo•ed 

ace••• •tructure aake• u•• of •co .. on• or TST aarkedly aore 

expenaive than utiliainq dedicated connection• to end ottice•. 

Thi• change would effectively retire the EAEA concept by aaking 

it uneconoaio to utilize tand--ba•ecl tran•port to reach non­

urban area•. I ndeed, the entire •tructure 1• de•iqned to 

Order 23540, Docket 880812, p. 18 • 

•• 
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encourage IXCa to redeaivn their network• to aerve only high 

voluae rout-.a 

xx. a. LIIOe' nowo.a aatta aaaa 110 aaaoa.aL• 
lllt.a!'IC. ft !'D oo.t or DOYIDIH t'D -
DlftiiOI'ncm a.a.noat' Oft! au. 

[&elat .. to !eeae .oa. 1, 2, 11, 20 1 21) 

It ia not aurpriainq that the LEca tailed to .ate any 

att .. pt to enter coat eupport data for their propoaed tranaport 

rataa into the record. When LlC obta ined aucb coat inforaation 

through diacovery and croaa-exa.ination in thia docket, it becaae 

obvioua that the propoaed ratea bear no reaaonable relation to 

the coat of aervioa. On the contrary, it ia evident that the 

LECa have aet tbeir ratea to ahift coat recovery aaong ace••• 

cuatoaera eo ae to diacriainate unreaaonably in favor of larqe 

IXCa to the aevare detriaent of their •aaller coapetitora. 

LBCe route the interoffice traffic of all IXC ace••• 

custoaera over the .... DS3 level backbone network.G While 

there aay be relatively ... 11 additional coata iapoaed on the 

network by DS1 and TST eervice over thoae required tor 083 

service, the diaparate pricing propoaed by the LECa for the 

a Jaa Gillan, Tr. 584-586. Notably, aa recently aa 1990, 
BellSouth aCJreed that "the creation of the EAEAa and the uae of 
average transport ratea have toatered econoaic efficiency in the 
state.• Hendrix, Tr. 495. 

Hendrix, Tr. 482. 
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several tranaport optiona is totally out of proportion to the 

differencea in tbe coata of providing aervice. 

&. ftte can:ea~ aa~e• for ~1 aD4 !'at' t'raAaport are 
~ ... oaab17 8i9~er !'baa t~e aatea •ropoae4 for 
Del ftaaapon. 

081 and 083 dedicated transport are larqely identical 

servicea. Tba ~ypical interoffice fiber link consists of hiqh 

qrade sinqle JIOCie fiber. Tbe fiber cable is terainated at both 

ends into fiber terainals vbich convert 08-J optical aiqnala into 

electrical signals. If a 08-1 is required, a three-to-one 

multiplexer is plac~ on the electrical aida of the fiber 

terainal. Tberefore, by BellSouth's own explanation and 

adaiaaion, the only aaterial difference batvaan the proviaioninq 

of a OSJ an4 a 081 is the 3:1 aultiplexar required for DS-1 

service.~ Aa BellSOuth stated unequivocally, "the difference 

between the provisioning of a DSJ and a 081 is a 3:1 aultiplaxer 

for 081 service."" Moreover, usually only one additional such 

mul tip laxer is required. • 

However, tbe record is clear that the proposed rata for DS1 

service was deaiqned to recover far aora than the coat of 

multiplexing. BellSouth adaitted that it had perforaad LRSIC 

4S 

No. 28. 

Hendrix, Tr. 414-487. 

Bell8outh Response to IAC Interrogatory No. 11, Exh. 

Hendrix, 'rr. 487. 
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coat atud.i .. of both D83 and. D81 services, and. in tact used th­

to support the LBC'a olaia that ita rates have not bean sat too 

1m[. 47 However, as explained above, BellSouth ad.ai ts that it 

ignored. thoaa .... coat atud.ias in d.ataraininq hov hiab rates 

should be sat, and i.n dacid.inq vbat ralatiye pricing 

relation8hipa ahould axiat between each ot the new tranaport rata 

optiona. • Instead, BallSouth, by .ita own adaission, used 

market-basad pricinq (aa reflected in ita interatata spacial 

access rataa) and aat rates based, at least in part, upon what 

the -rkat would. bear. • Thua, BallSouth opted to sat rates to 

recover relatively aora contribution toward. joint and co.-on 

costs froa ... 11 aocaas custoaara with no alternatives than troa 

larqe ace••• ouato.era vbo theoretically could choose to bypass 

its network. Saall users in affect are asked. to subtaid.iza the 

LECa' acceaa charge diacounta to large uaara by payinq a 

disproportionate aJIOUftt toward recovery ot overhead and other 

joint and. c:o..on costa. 

Ind.aad, the precise laval ot this d.iscriaination was 

established at haarinq. l'or exaapla, usinc) BellSouth'• own LRBIC 

cost atudi .. , it vas daterained that, und.ar BellSouth's proposed 

LTR tranaport rates, DS3 custo.ars pay only S5. 94 par available 

JAa Section I.A supra . 

14· 
~ Hendrix, Tr. 418. 
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circuit in contribution.• By contraat, DS1 cuato .. ra are 

required to pay gyar 112.00 per available circuit in 

contribution, and TST uaar• would pay a contribution excet4inq 

ill per circuit.11 'ftlua, DS1 ancl TST cuato .. ra would be required 

to pay froa two to three tiaaa aa auch aa the DSJ cuatoaer toward 

recovery of joint and co..on coat• which, by definition, are 

"caused• equally· by all auch cuatoaera. The fundaaental 

unfairn••• of thia circuaatance ia obvious, aa i• the probability 

that auch diaortainatory prioin; will create an uneven playing 

field aaong intarexobange coapetitora. 

The level of contribution recovered froa ace••• aervice i• a 

policy deciaion, aa ia the portion of contribution that should be 

recovered fraa the tranaport coaponent of ace••• aervice. 

Whatever the level of contribution aelected, however, the 

co .. iaaion abould not allow the LBCa to diatort interexcbanqe 

coapetition by .. lectively reducinq thia level tor aoae 

interexchange carrier• but not otbara. Contribution ahould 

continue to be recovered under an "equal charge" approach. 52 

Gillan, Tr. 5t6' Bxh. Ho. 36 (JPG-4). 

' 1 lsi· The LTR ratu tor GTI and United contain aiailarly 
diacrtainatory allocation• of contribution. ... Late Piled Bxh. 
No . 1 to Depoaition of Joe Gillan. 

n Gillan, Tr. 588-58t. The effect of the preferred 
"equal charge" approach to the recovery of contribution i• 
illustrated in Attacbaenta A and B hereto, which are included in 
the record aa part of Bxh. Ho. 3 6. 
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There can be no j uatitioation tor a pricinq policy which 

allow• the contribution extracted troa an end uaer throuqh hie 

lonq diatanoe ratea to vary acoordinq to which IXC be oboo .. a. 

Aa IAC witn .. a Gillan aaked, •[v]hy ahould a call carried by AT'T 

aake a -11er contribution to the LBCa' co-on coata than an 

identical call, troa the very .... cuatoaer, that uaea NCI, 

Sprint • • • or any other long diatance coapany?•9 

ahould not be paraitted to aeleotively ahitt the contribution 

burden aaonq IXC. to aatiaty their own atrateqic objective• ; To 

do ao ia tantaaount to placinq the LECa in control ot the ahape 

ot tha lonq diatanoe induatry.M 

Incredibly, Bell8outh unabaabadly adaita that it 

intentionally priced ita aervicea to recover contribution 

unequally troa IXC. dependinq aolely upon the barqaininq power 

poaaeaaed by the particular IXCa involved. Aa BellSouth'a 

Hendrix teatitie4: 

Q. 

A. 

Q • 
. 
A. 

Do all the rat.. you propoae -- the 083 
ratea, the 081 r ate• and the tand .. avitchinq 
rate -- have contribution included above your 
increaental coat? 

I'• aura it doaa, yea . 

I a the contribution the •a•• in each caae? 

No. • • • Aa long •• ve cover ooata, 
southern Bell would need the treedoa to aet 
the rat.. baaed on what the -rket preaaurea 
are. so the contribution percentaqea that 

Gillan, Tr. 589. 

Gillan, Tr. 590. 
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you have in a DSl veraua a 083, veraua tand .. 
.witching, it ia not the .... • • • we price 
the aervice balled on the aarket. The 
contribution ia not the ..... • • • You 
abould be able to price according to what the 
aarket would actually bear •••• •g 

GTE adaitted that it, too, aet ita LTR rate• to recover 

contribution unequally.M 

At bottoa, tb• ~· aet 081 and 083 rate• baaed, not upon 

any rational evaluation of their coat of aervice, but upon their 

own buain••• objectivea, regardleaa of the conaequencea for 

interexcba.ncJe CQJ~Petition and the co-iaaion'• other policy 

objectivea. 

•• fte ~opoae4 aatea tor ftlad­
hltolliag are vajut aa4 vareaaollUle. 

T8T conaiata of tvo aeparate charqea: an interoffice 

transport cbar9e and a tand- awi tchinq cbarqe. The interoffice 

tranaport cbarqe ia ••••••ad for actually carrying traffic to or 

from an end office to the 8ervinq Wire Center and i• baaed upon a 

"blend" of the ratu for DSl and DS3. The tande• avitchinq 

charqe ia collected for the uae of the LEC'a ace••• tand .. .witch 

which aqqreqatea the traffic of aultiple IXCa and route• it over 

shared tranaport tacilitiea. 

The interoffice tranaport coaponent of TST ia carried on the 

same backbone network aa DS3 and 081 at 083 apeeda. The only 

Hendrix, Tr. 489-490. 

Lee, Tr. 304 . 
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real cUfferenca betv .. n TST anct dedicated tran•port ••rvice, 

therefore, ia the interpo•ition of the ace••• tan4 .. avitcb and 

it• u.e to aggregate the traffic ot aultiple IXC•. The ace••• 

tand .. enable• the LBC to coabine traffic voluae• of aany IXC• 

and than route the traffic over hi9b voluae DSJ tiber taciliti•• 

-- the - onu uaed to provide DS3 anct DSl dedicated tran•port 

aervicu.~ 

There can be little debate that inatallinq and operating the 

tan4 .. avitob ad4a .a.. coet which can fairly be recovered troa 

tand .. u.era. But lAC believe• that the rat•• tor tand .. 

•witcbinq 8hould :be duiqnecl to recover only the incr-•ntal co•t 

of the ~ .witch. OVerhead i• loaded tully into the 

interoffice tranaport el ... nt; to include overhead loading again 

in the tanclea avitabinq abarge would aaount to recovering 

overhead coeta froa TST uaer• a • • cond ti ... 

The LBC8 did not adopt tbia •iaple anct fair approach to 

ace••• priCiftCJ. In.t .. d, the LBC• opted to include •ub8tantial 

additional overhead loadinq• into the tanct .. •vitchinq charge. 

lAC uaed BellSoutb'a own LRSIC coat atudy to ••tabliah that the 

increaental coat to the LBC of providing tand .. awitching 

•ervicu i• 1••• t;h•n 40 percent of BellSouth'• propo•ed charge 

ot $0.00071 per MOO applied for tand .. •witching.• Tbi• large 

n Jaa Gillan, Tr. 593-594. 

• Hendrix, Tr. 4811 ••• al•o Hendrix Tr. 491-492 (TST 
rate• have aore contrib~tion built in than DS3 ratea). 
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aark-up for tandea .vitchinq aervicea can only be deacribed aa 

unjuat and unr .. .anable, and plac .. an unfair burden on the aaall 

IXCs that are vbolly dependant on TST for coapletion of their 

traffic. 

Wor- yet, if left unr..trained, the aituation i• like ly to 

woraen dr-tically. BallSouth haa atated that ita tand-

chllr9•• recover only 20t of the tully diatrib!.Jte4 int;er•i.,ate ~ 

ot tand- aervicea,• and baa iaplied its intention to abift aore 

coat recovery to the tand- char9e over ti... BellSouth 

deacribed its propoaed pricinq aa an •initial atep•• and a 

•tirat atep•8 Vbicb would be altered aa aarket conditione are 

further evaluated. Since the ahift would conaiat entirely of 

additional recovery of contribution, auch chan9•• would 

draaatically incr .. •• the diacriainatory iapact of the LTR rat•• 

upon -11 XXCa. 

In abort, the record aakea cl .. r that propoaed rat•• tor 

DSJ, DS1, and TST aervice are lar9ely unrelated to the different 

coat• of providing the tbree transport aervice option•. Rather, 

the LBCa aet their bl atantly diaoriainatory propoaed rate• to 

••rv• their own aarket and buain••• objeotivea.c 

• 
Ia CUedel, Tr. 118-119 • 

Bezadrix, Tr. 509. 

Hendrix, Tr. 551. 

c Such 41acrtainatory non-coat-baaed price differential• 
will only qat vorae if thia co .. iaaion doea not require acceaa 

(continued •.. ) 
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III:. ~ r..c.1 ~- ftalla.aR~ Dt'U Dft & 

8uaaDftlaL ~· DD~ 011 SMaLLD IZCa 
&liD 8WI*'LL~ DaM ~ .DLIC Drf__,. 
[aelate. to Jane 110a. 1, 2, 11, ao 1 211 

The LBCa' refuaal to utilize a coat atandard in aettinq 

their propoaed tranaport rat•• baa aeveral bighly undeairable 

albeit unintended -- aide effecta. Pirat, it place• ... 11 IXCa 

at a aevere oc.petitive diAdvantaCJ•· Second, it lead• to 

inefficient use of the local network. Third, it reduce• lonq 

diatance aervioe optiona an4 rai••• price• for end uaera in •aall 

co..unitiu and rural areaa. 

a. ~ •ropoae4 ~~iff would 
a.rioa817 ~ JIC co.petitioa. 

Tbere can be no denyinq tbat the LTR tariff• have the effect 

ot increaain9 aocua transport coat• tor •o- IXCa, while 

reducinq thea for othera. AT'T -- becauae it •till control• over 

60 percent of tbe interexcbanqe aarket -- can econoaically 

uti lize DTT in .oat ar ... , while ... ller IXCa C•ucb a• the IAC 

•aabera) can only utilize TST in aoat locationa.Q It the LECa 

are allowed to price TBT aubatantially hiqher per equivalent unit 

a ( ••• continued) 
tran•port to be predicated on actual differential• in the co•t• 
ot providinq aervioe. Aa indicated by Kr. Hendrix, Bell8outh 
already haa reduced the rate• for interatate 083 dedicated 
tranaport by aore than 20 percent while keepinq 081 and T8T rate• 
unchanged. Benclrix, 'l'r. ••o- 481. 

a Gillan, Tr. 587 . 
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of capacity than D'ft', AT6T vill inevitably be conferred a 

aizeable coat advantaCJe. Aa UC' • Gillan explained at hearinq: 

The ai.ncJle cp-eateat danqer in acceaa pricing ia 
cUacrialnation betv.en acceaa cuata.era -- i.e., 
in~a carriera. 'ftla raatructura of local 
tranaport aarvice provide• the LECa the opportunity to 
diacriai.nata between cuatollera of cUffarant aiae by 
introctucin9 non-coat baaed rata ralationahipa between 
tranaport optiona. In a nutahell, thia ia the real 
iaaw. beb.iD4 tba trUUiport debate. UainCJ the cloak of 
aovin; tawarda -.ora• coat-baaed rata a, tba LECa vant 
to introduce non-coat •aartat-baaect• rata 
differantiala.• 

The racord baraill ia clear that AT6T baa raaliaed an 

i-ecUata reduction in tranaport coata under the propoaed 

tariffa. By contraat, ... 11 IXC. bave experienced an i ncreaae in 

the 110nthly cbarqea for accaaa tranaport -- an increaae deaignad 

to recover tba acceaa decrea .. CJivan to AT6T. Indeed, under the 

propoaed Bell&outh ratea, TIT ueere pay approxiwately 39 percent 

more for intarof(ica ace••• traneport tb•n 083 quetowere.~ By 

BellSouth'a own rackonin9, tbe initial effect of the new LTR 

ratea would be to leave the tranaport billa of larqe and aediua­

sized IXCa .. aantially unchanged vbile incraaainq the average 

transport bill r endered to ... 11 IXCa by 16.44 parcant.M Thua, 

Gillan, Tr. 963. 

~ a.. IXb. 3 to Hendrix Direct Teatiaony, Exh. Ho. 26; 

TST cuatoaara would pay $0.00171 par MOU (•0.00078 tandaa 
awitchinq charge + .00093 interoffice tranaaiaaion charCJe) veraus 
0.00067 par MO~ for cuatoaara of DS3 OTT interoffice tranaaiaaion 
aarvicaa • .. Bell8outh Raaponaa to IAC IntarrOCJetory No. 22, Exh. 

No. 28. 
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AT'T baa pined a ai&able tranaport coat advantage -- a 

discrepancy tbat ia likely to incr .. ae aa AT'T recontiqurea ita 

network to take aaxt.ua advantage ot the heavily diacounted 083 

ratea, and aa tbe LZCa continue to reduce AT'T'a 08-3 OTT 

rates.17 

It ia not aurpriaing that tbe LBC. would extend preferential 

acc .. a priciD9 to AT'T unleaa conatrained froa doing ao ~ the 

co-iaaion. '1'ba evidence ia uncUaputed that AT'T ia the LECa' 

larqeat accaaa aervicaa cuatoaer by tar.• And the record herein 

include• evidence that AT'T preaaured BellSouth over a aerie• of 

meetinqa to reduce ita acceae rate• and produce LTR ratea which 

were to AT'T'a liking.• Indeed, docuaentary evidence waa 

subaitted vhicb ahova that AT'T preaaured BellSouth •to aove 

toward awitched acceaa price level• conaiatent with AT'T'a 

expectationa. • 110 In ruponae, BellSOuth reduced the tranaport 

rates for their larveat and preferred ace••• cuatoaer -- AT'T 

and made the reduction revenue neutral to itaelf by raiainq the 

transport rat.. of other IXCa. 

The LBCa 4o not diapute that there will be a diaparate 

impact. Rather they auggeat that, becauae tranaport coat• 

represent only a fraction of IXC'a total awitched acceaa coata, 

f7 

.. 
• 

(£1t.tl) 

a.. Hendrix, Tr. 475 • 

a.. Hendrix, Tr. 47!5-482. 

Bxh. 27; Hendrix, Tr. 479-480 . 
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which in turn repr .. ent only about one-half of an IXC'• operating 

coata, the adver•• iapact of the diacrillination upon aaaller IXCa 

will be da einiele. •othinq could be further froa the truth. 

The rate difference between TST and 083 tran•port under 

BellSouth'a propoeed tariff, for exaaple, ia approxiaately one 

quarter of a cent per ainute . 71 An accaaa coat advantage of thia 

aagnitude i1 euffioient to give AT'T a deciaive ace••• coat 

advantaqe over other IXCa. AI IAC witn••• Gillan teatified on 

rebuttal: 

In the co.petitive interexchange aarket, fractiona of a 
penny in acoeaa oo•t have aiqnificant iapacta on 
intarexabange carrier•' coat atructurea, pricing 
optiona and profitability. We have all aeen AT'T 
advertia..anta vbich e.phaaize that price coapetition 
ia a .. ttar of only a tn cent• oer call. In a aarket 
characterised by razor thin aargin•, price 
4iegrietpetioo ... •urt4 in tbe •tentb• of a cent• in 
•c;cu• goat, CAD uu a M1or 11pac;t. on coapetitive 
poeitioninq and profitability. 

Thua, •even relatively ... 11 acceaa-coat advantage• can tranalate 

to very real ooapetitive diaadvantagea.•n Iaportantly, •• noted 

earlier, the L&Ca have iaplied that thia pricing diacrepancy ia 

only an •initial atep,• and that the gap ia likely to grow over 

time unleaa thia co .. ia•ion acta to prevent it.~ 

n 4Aa .xb. 3 to Hendrix Prepared Direct Teatiaony, p. 1 
of 2, Bxb. 281 lee AliO HendriX, Tr. 416-417 ' Tr. 437. 

, 
Gillan, Tr . 970 (-phaaia added). 

Gillan, Tr. 589. 

au sandra, Tr. 509 ' ss1. 
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The LBCa' claia that the transport rate differentials at 

issue are ainor alao is belied by their stiff refusal to accept 

rates which are 1 ... diacriainatory. Clearly, the proposed rata 

dirterenca8 are percai vecl by the LBCa a• iJIPOrt.ant to their 

cu•to .. rs and aurticient to respond to it. t.agined threat of 

coapetition for acoeaa cuatoaers. In short, the change in rates 

is sub8tantial and will threaten the viability of third-tier IXCa 

as coapetitora. 

a. fta ftopoaed aatea Will cause IZCs to 
Vae tbe LOoal ••twork Iaeff1o1eat17· 

The LBCa contend tbat the LTR rate •tructura creates 

incentive• for efficient usa of the network. In tact the 

oppo•ita is true because the relative prices tor the new 

tranapo~ option• are not cost-basad. The LBCs are contu•inq 

aconoaic daci•iona baaed on price as opposed to costa. creating 

incentive• for the latter •hould be the goal of the co .. ission. 

In •hort, only if tba price difference ratlact8 tha ~ 

dit(eranca between the tbr .. interoffice options -- DSl, DS3, and 

TST -- will carri er• be encouraged to engage in rational network 

decision• and u•• tba local network a tticiantly.n 

A.8 noted earlier, all interoffice tranaport i• provided over 

the •aaa LBC fiber optic DS3 backbone natvork. Accordingly, it 

the differential in rates between DSJ and 081 ••rvica is qraatar 

., Gillan, Tr . 587 . 
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than the ctiffarence in coat. in providing the two aervicea, then 

IXCa vill bava an incentive to order 110re 083 aervice than their 

traffic requir~u dictate." 

Siailarly, the difference between OTT and T8T ratea abould 

be baaed atrictly on the additional coats of tand- avitcbinq. 

If it ia not, and involve• an artificially inflated tand­

avitchinq ahar9a, auob aa tbe LBCa propose, then accaaa cuatoaera 

will be inclined to order dedicated ost aervice evan when it 

would be aora efficient in a traffic anqineerinq ••n•• to 

aqqregate the traffic of aaveral IXCa at the tand-. 77 

IAC'a vitneaa Gillan in fact analyaad tba croaa-ovar point• 

between the T8T, 081 and 083 option• in BellSouth' a propoaed LTR 

tariff at tvo ~la ailaaqaaa 2 ail•• and 32 ailaa. Hia 

calculations deaonatrated the parvaraa incentive• inherent in the 

propoaad initial ~ pricinq. At abort ail .. qea, IXCa are 

encouraqad to •atap up• to biqbar capacity option• even though 

they cannot fill tb... And at lonqer ailaa9ea, the only 

"econoaic• cboioaa vera TST or 083 tranaport - - with the latter 

option left 60 percent idle!~ 

Tbua, under tbe LBC'a current pricing, IXCa often have 

incentive• t o order axcaaa capacity that they cannot and vill not 

Gillan, Tr. t6t. 

77 JAa Gillan, Tr. 517-t6t. 

~ Gillan Tr. t61-t70; !Xh. 54 (!Xh. JPG-7 attached to 
prepared Gillan Rebuttal Teatiaony). 
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uae. Ultiaately, thia will require exc••• inveat .. nt by the 

LBCa' in network aDCI equi~t, driving up coata to all of the 

LBCa' cuatcmera. 

C. fte ~' Lft aat.ea Will DlH4Y&atage 
v..-. ia -11 ca•uitlea aDd aval areaa. 

The non-oo.t-baaed prioinq propoaed by the LBCa alao aak•• 

it extr ... ly expenaiva for IXC. to provide aarvice to non-urban 

aarketa, reducing, if not eliainating, long diatance coapetition 

in aaall c~itiu and rural area•. Since the propoaed 

tranaport ra~ reward volu.., it baa the effect of reducing 

ace••• coata for aarving urban areaa, and qreatly increaainq the 

coat of aarvinq rural onaa. 

IAC'a pr~al to baae rate differencaa upon d .. onatrable 

cUtferencea in incr~tal coat vould larqely cure thia dil-...a. 

As Mr. Gillan tutified: 

Bven for AT'T the DS3 tranaport option vill be poaaible 
ao•tly in denaa urban anviron~~anta, while tbe tandu­
tra.naport option will typify the accaaa arranq ... nt 
uaed in -ller -.rketa. Aa a ruult, artificially 
increaaincJ tbe price of the tand- tranaport option 
vill incr ... a the relative coat to aerve 1••• populoua 
area a. I nflating the coat to aerve aaall aarketa vill 
ulttaately lead to fever choicu in rural area• or 
poa•ibly lead to deaver qed retail rata• • ., 

Aqain, auch an outco .. ia flatly inconaiatent vith the 

Coaaiaaion'• exiating BABA policy. While the BAEA pricin9 

approach aay be outdated, the qpala ot the BABA policy reaain 

Gillan, Tr. 581. 
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valid and abould not be disturbed. At ~c vitn••• Gillan 

The Ca.ai .. ion abould be particularly concerned that 
the tranaport r .. tructure not be uaed as an excuse to 
introduce uneconoaic and unnecessary barriers to 
aervinq -llar urketa. The qr .. ter thr .. t is fro• 
any policy vhic::b aanctiona an unequal recovery of 
contribution Vbic::b could lud to higher ace-• rates in 
these ar .. a because they lack coapetitive choices.~ 

Accordingly, to enaure non-diacriaination in ace••• 

transport, efficient use of the LBC•' interoffice network, and 

continuing c<J~~petition in long-distance aarvice, in both urban 

and rural .arJteta, tbe LBCa' current ace••• transport rates 

should be rejected. In place of th-, aco••• tranaport rates 

baaed on the differentials in the costa of provicSing service 

should be aandated. 

IV. lfiDI cmr-nUJC* 8JIOULD a&QCtl !'JIJI L.C8' CVUD'f 
Lft ~ Dt'U, aiiD aJIQVDUI '.r&lf DH 

DJI7DIIIft'J&L8 •• COft'-aua. 

[aelat•• to J•sue ~ •• 1, a, 11, ao ' J1) 

IAC propos.. a staple and straight-forward solution deaiqned 

to assure that tbe relative pri~ that confront IXCa reflect 

relative co•ta . IAC urge• the CO..ission to adopt a policy vhich 

provides that any difference in the pricing of DSJ, 081, and TST 

services IIWit be baaed strictly upon the increaental coat 

differences in providing each service. 

10 Gillan, Tr. 588. 
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Thi• policy can be abply overlaid on the LBC• preferred LTR 

ace••• transport rate structure, and does not in any way violate 

the principle that C08t -vinqa can be passed alonq to deserving 

ace••• cuatcaara. on4u IAC'e propoAl, there i• a clear anc1 

rational pricing relationahip between each of the transport 

service option•. IJIPC)rtantly, true co•t aavlncJ• realised by the 

LECa in serving hip uaage cuato-ra .. y be reflected in the 

ace •• rat•• cbarqed to large cuata.ara. Thia eliainatea any 

unfairness or uneoonaaio diatortiona vhicb aay be present in the 

current equal charge atructure. But .. rket-baaed pricing which 

is unrelated to coat Avinga should be disallowed, and all IXC• 

would contribute equally to the recovery ot joint and co-on 

costa. 

For the convenience of the Ccmai••ion, IAC coapiled the 

resulting non-cUacri.ainatory rates tor the LBCa' transport 

ae.rvicea and entered th- into the record as Bxh. No. 3 6, and 

have appended th- hereto aa Attachaent c. once coat­

ditterential-pricinq ia .. tabli•hed tor DS3, DSl and TST service, 

any contribution to overhead not covered by transport and 

entrance tacili tie• rate• .. y be recovered through the RIC on a 

per-ainute baai•. Tbua, IAC' • propoaal enaurea that any 

revisi ons are revenue neutral to the LBCa. 



' • ' ' f 

- 42 -

V. SOJm D-%ft ft%~ %8 IJ'D I'&D D~ '110 Plt09%D• L.c ft%~ I'LDJ'au.xn :or IJ'D 
ACCU8 rna••~ n•Kft. 

The LBCa have .. 4• t.paaaioned plea• to be qranted pricinq 

flexibility in the acceaa cbar9• aarket. rAC doea not diaaqrea 

that aoae priciDCJ tlexi):)ility aay be appropriate. But the real 

queation ia not vb•tber the LBC abould be provided pricinq 

flexibility; the relevant qu .. tion ia what ~ the flexibility 

should take. 11 The key objective ahould be pricinq flexibility 

which allova LBCa to .ave their acceaa rate• cloaer to coat in a 

non=di•criainatorv aanner tor all acceaa cuatoaera.a Both ~••t• 

must be aet. 

The preaent fora ot pricing flexibility-- i.e., the 

contract aervioe arr&nCJ~t (•eGA•) -- ia •anath ... to 

interaxcbanqe oo.petition becauae ita praauppoa•• diacriaination 

on a cuatoaer-by-cuatoaer baaia.•0 Thia fora of prioinq 

flexibility ia co.pletely unacceptable for a aervica which ia 

intended to be a vholeaale input to the lonq diatance induatry." 

II 

a 

Gillan, Tr. 963. 

Gillan, Tr. 964. 

Gillan, Tr. 964 • .. 14· Notably, GTB'• SAPD propoaal ia equally 
objectionable. GTB'a diacount aatrix would allow t or GTE to 
selectively price virtually every caabination of tara and voluaa 
co .. itaent without any coat justification. Such pricinq ia 
inherently cli•crillinatory. GillP, Tr. 966. 
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St.ply put, CSAa enable the IXC with the aoat bargaining leverage 

with the LBCa to extract acceaa pricing conceaaiona which provide 

it with an inaUJ»*l"able (and un4eaerved) coat advantage over ita 

coapetitora. 

There ia a better anaver which ia fair to IXCa and LBCa 

alike. The principal LBC ar~nt for acce•• pricing flexibility 

appear• to be that 9eoqrapbio conditione affect their coat• and 

that charging an averaged rate prevent. the LBCa fro• effectively 

competing with AAVa. Tbe aolution ia to allow zone pricing. 

With zone pricing the LBCa are able to reduce price• cloaer to 

costa while at the .... tiae aaintaining appropriate price 

relationabipa between tranaport option• and cuatoaera. Aa nc 

witneaa Gillan conoluded,•[i)n tbia way -- and only in thia way -

- the LBC can be peraitted to reapond to c011petition while 

custoaera are protected froa diacriaination.u 

Thia conoluaion drava aupport froa the fact that zone­

denaity pricing ia the preferred aolution of the only party in 

tbia proceeding vbich i• both a LBC and an IXC -- i.e. , 

United/Sprint. Indeed, Onited witneaa Poag teetified that the 

inherently di aoriainatory CSA approach ahould be replaced by 

nondiacriainatory aone pricee.M IAC aqreee." 

M 

17 

Gillan, Tr. 965. 

Poag, Tr. 796-797. 

Gillan, Tr. 965. 
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The co.aiaaion abould not allow one LBC to favor the toll 

aervicu of anotbar LBC ai.Jiply becauae they both provide local 

exchange aervice in different parta of the a tate. Coincident 

with the introduction of the LTR rate •tructure to IXCa, the LECa 

ahould incorporate the - el~t. in the IIABC plan. 11 

Purtber.ore, the co.ai•aion ahould explicitly reject the 

LEC.' effort. to aida8tep the co..iaaion'a illputation atandarda 

by providing tb .... lv .. .witched ace••• at apecial ace••• pricea. 

The Co-.!•aion'• current policy to liait the taputation of 

apecial acceaa to only t~e inat:ancaa where a apecial acceaa 

1 in• ia uaed abould not be changed. • 

Finally, the LBCa abould be required to iapute TST ratea in 

aetting their own toll rate• until auch tiae aa they provide data 

deaon•tratift9 a different network configuration. In addition, 

the CO-.iaaion abould initiate vorkahopa to iapute (at a ainiaua) 

the unavoidable r ata el..anta for collocation to reflect the 

leaat coat char9 .. for the entrance facility coaponant .~ 

• 
• 

Gillan, Tr. 972-973 • 

Gillan, Tr. 973. 

Gillan, Tr. 973. 
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l'or the forec,oiftcJ r .. aona, the LBCa have failed to •••t 

their burden of juatlfyincJ the tranaport rate• cbarqed to 

cu.to•er• of TST ancl D81 D'1'T tran•port aervicea. Accordinqly, 

the current IJ1'Il tranaport rat.. ahould be rejected. Further, the 

co .. iaalon abould order the LBCa in the future to adopt acceaa 

tranaport prlclnv with rate differential• baaed on the 

incr..-ntal eo~~t differencea incurred in providing each tranaport 

aervice option. 

October 11, 1994 

Reapectfully •~itted, 

lftDIZCDIIGI &CCUI COALITIOJI 

Byt~ 
Danny •• A4-
Jtachel J. Rothatein 
WILlY, RIIH ' I'IBLDING 
1776 ~ Street, N.W. 
waahinqton, D.C . 20006 
(202) 429-7000 

(l'or Docket Noa. 921074-TP, 
940014-TL (United), 940020-TL 
(Central), and 930955-TL 
(BellSouth) ) 

Vicki COrdon buf .. n 
JICWIIlR'l'D, REBVZS, MCGLOTHLIN I 

DAVIDSON ' BAJtAS 
315 8. Calhoun Street, Suite 716 
Tallaba••••, Florida 3230~ 

(l'or Docket Noa. 940190-TL (GTE)) 

Ita Attorney• 
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ATTACHMENT A 

Flpre 3: A Simplified Approach to Estimating 
Cost-Bued Relationships 

Price Dffferentials • Cost Differentials 

Tandem 
Switching 

Multiplexing 

Same Underlyln Cost of Transm Capacity 

Including E In 083 Price 

Tandem Switched OS 1 053 
Interoffice Transport Option 
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ATTACHMENT B 

Edalbit (JPG-3) _ 
Docket 92-1074-TP, etc 

Figure 2:· A Cost-Based Approach to Rate Development 

Tandem Switched OS1 OS3 
Interoffice Transport Optfon 
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ATTACHMENT C 1 o f 2 

BDiblt (JI'G-4) -
Dac:bt Jl-10'74-'l'P, * 

E1tabU1bJ.Da a Colt-Baed Rate Relftlomhfp 
Between DS3 and DSl Dedicated Capacity 

' r.l IIBI tbe Colt F1xed Mllelp 

Souda'D BeU'a Cost of 1 DS3 St,o61.88 $21.6~ 

Per unit COlt of DSl purcbued u 1 DS3. $37.92 $0.77 

Blfln~ Colt of DSl purchued lepll'llely. $42.61 $1.14 

IDcreue in cost from purcbuina DS 1 $4.69 $0.37 
iDdlvidually rather than u pan of a OS3. 

1....,_,. .. tbe Colt-Baed Price 

Price of DS3 $1,541.84 $253.33 

Per Wilt price of a OS 1 pure baaed u DS3 "~.07 $9.0S 

Additioaal coat of obtainina OSl individually. $4.69 . $0.37 

Colt·Bued Price of a OS 1 ~9.15 $9.•U 

Soun:e: Direct costa for OS 1 local clwmcls IDd tmerotfi<:e trmsport were 

provided by BellSouth in FCC Transmittal 140, filed August 31 , 1993. 

Direct costa for DS3 local clwmels IDd interoffice transpOrt were 
developed from BellSouth's LightGate filing, FCC Transmittal No. 53, 

filed July 31, 1992. 
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ATTACHMENT C 2 of 2 

EDiblt (JIIG-5) -

Dockea 92-1074-TP, etc 

CGIDplriiOD ol Colt-liMed laterollke TraDiport Rata 

to ScMdbem BeD'• Propolal 

Tl'llllpOit Coatiplldoo lAC Propou1 Bell Propou1 Difference 
(Cost-Bued) (Copy FCC) 

DS3 DecUcared $7.95 $7.95 Same 

DSlDedlcatell $8.37 $19.60 134. 1 ~ 

DSlDedkaaed $12.S7 $19.71 S6.8~ 

• I I 
0 

COICI expressed u a rate per voice equivaleut circuit. Tmdem switched traospon 

converted using a convenion factor of 9,000 minutes/circuit traffic loading. 
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