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September 2, 1998 

Florida Public Service Commission 
2640 Shumard Oek Boulevard 
Tellahaaaee, Florida 3~3$9.0860 

I I ' Jil,. 0 A '*'*If 

'na.antu .. tA$0) :t•t.-.J:l\11\ 

r.u: t:e.sot ••• .. a~~MN~ 

Re: Docket No. 980698-TP • In re: Determination of the Coat of Basic Local 
Telecommunlcetlona Service, Pureuant to Section 364.025. Florida 
Statutes 

Dear Ma. Bay6: 

Enoloeed ere the original and 16 copies of Josoph Gillan's Rebuttal Testimony 
on behalf of FCCA to be filed In the above docket. 

""" I have enclosed an extra· copy of the above document for you to at.emp end 
ACK _ ___c.oturn to me. Please contact me If you have any questions. Thank you for your 
AFA ci& esalstence. 
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Slno..erely, 

~p?l~ 
Joseph A. McGlothlin 
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OR\GtNAU 
llf()U THE fLORIDA PUBLIC SERVICE COMMISSION 

Ia '* Dwu ' r t'ee .t tM COlt of ) 
Buk Leal Trlr -•akadou ) 
S.mc., P• r et tw Sectioe 36UJ5, ) 
f1lridl Stld.... ) 

--------------------> 

DeeUc N .. 910f96-TP 

RDUT"'AL TESIIMONY OJ 
JOSUBGULAN 
ON aav.u or 

"''D fLOIUDA COMPETTr!V& CARRII'Ril A.SSOCIAnON 

Q ............ ,.... .......... _ ........ 

3 A. JOIOJ!h Oillan. My bulinau aSdrca II PO Box 5-41031, Orlllldo, Floridl, n8~4. 
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14 

I prcMoully tiled direct tCICi.INJay In thla proc:Mt!IQI oo beba1f of tho Florid;a 

bJ die lDoprnlwn Joca1 "'P'ba"'O c;arrien (ILECa} mmorca the 11101( imp...lall 

pobD ID fiJ1 dncl t.oldmoay: 

• F'U'II, the ILEC •..tmony coaflta»d my COIXla1l lh8llbe II.BC. 

would ... poteari•lly IDUiiw lizliveral .moe IUbal4y ftlnd 1.0 
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14 
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lbldd lbclr rcvcnuca from eompctltioa Ill(! 10 ~ IMir 

profit~. 

Secaadi, tbo IL£C latii!IOOJ wdaiWies tbo impociiiOCe of 

ea1cu1a1iJ18 tbo ecooomlc cost of the •family" of local cxcbmp 

• rice~ (l.o., tbo t.1ccl of eervicol rypically provided by a lo.::i 

Clllrier to hi~Ub.cribcr ) In ordlr 10 c.omctly cletermiDe wbetber 

cntk:ll IIOid to dewlop uaiva1l1 • viet i1UppCICt IDd IICtWOI1t 

e1cmcn1 pice~ llliDa the - cott m.--tbodolol)' IDd ceosaapbk 

IIIJII'c*«W 

IS Q. DW die ILIC tlld•IIQ' ..&. 1"' co• ••• dlat tlwy wMid - W. 

16 

17 

18 A. Y• Tile OTB lii:Cmoay providea pctic;ular i.oqt.d Ill thb reprd. OTE taka tbo 

19 

"20 

21 

22 

I llatllo polit!OD dill - Ill OW7I CXJil IUidy - • cott llllldy wbleh it iJ 

CJCJ.wile Ips nnlq .. -· md KJiable - lbouJd 1101 be 111011 brc•UM it 

doca 1101 jiiiiU'y • adl\c:lcal ~. OT£.. pocldoa Is dill • llllivcnal arvlc:e 

tlmd lboul4 JIII"IIIICie the C!XCCII ,.._,... thai It ~ IOCiay. md tbll ill cotl 
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IS 

16 

~ 1119Uld be *adjusted" to prod~ this cod rcsuh (s-nan, pqo ZO, c:mplwil 

lddld): 

... OTE bcJieoia thlll any explicit umvaa~ JCrYice fund or 
JDCtlwrjpn lllU1t be suftldent to repl.:e all of today' 1 Implicit 
subsldlel, tDd 1M rnulu of 010' con lltOd.l 1/totJd 1M ot/J~~~t.d to 
OCCDftflltOdatt IIIII fOtll. 

OTR't tnti!DOQ)' exemplifies tbe comi'",Aiq iD.fluenoe of U!Vuaifiod IIJI*dlurlQQ. 

AA 11Dt•rud lllhll4y, oooe lmpMncrud. becf!O'CS a pcrpdlll1 cnthlemcat in thre 

eyes of 111 reclpieot. Eva~ thouah tile BCPM 0011 model (IICCOt'dina to OTE) 

lndicata a tubcidy of •oa.Iy" Sl66 million, OTE c1&lms dial it abould actually be 

provided a tubll4y or 54117 mlllloo per ye~r. or eoun~C, every dollar or subsidy 

provldod OTB ml.IA tint be coUoctcd &om a gonsumcr - 1 Q)IISIIIJlC1" cntitl.od 10 

a tolid ~ for Ill cootribution. 

17 Q. Wllai "loP" cloel GTE a.w to j~ ita clala dW it ll •titled to aa anal 

18 

19 

20 A. OTB'a oore 1rJ111DC111 b dial bra•• it t:IJ71VIIIy ow:rpricct IOIDC o( itt tcz vlc:ot 

21 

22 

23 

24 

by S4l7 mW1oo dolllll pet' yetz, It Ia cntitl«t to lbeto rewnucs In p«rpe'tu/Jy 

(8eatJIID, Pill 6), Tb. pobn of a unJvmal acrvioo fund, bowcvcr, II not 1.0 

proliOCt OTE'a oYCr-pri<:tla (« proflu), but r111bu to provide extm111 support in 

3 
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subic:tipciocL GTE ~u explaina. bo~. why such a maalve IUbsidy il 

oeedod to prOC>:c:t llllivmal aervice In OM of the more dew llld ptOtperOUS l*tJ 

of lbl ....., (Aim aid~, if OTl! really roqu!red S4l7 million ill awDII sut.idy 

Just to ..W cbe T~mp.!SL Pctenblq arce, oae wooden why BeU Allantic: would 

qrce to ill meraor or bow OTE could bave IJCrioualy coaald.cRd purcbuilla MCl). 

7 Q. Ca )'0'1 pi'!Wia a111 atadlf4a tlat pl8ce GTE'• nbady dala Ia penpeetlu? 

I 

9 A. Yes. Ewa bd:n c:oosidcrial :rrE'a S 121 million "ldjulcmcu" to Ill COil 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

IDII)'Iia.lll duabold claim that It -.11 a "cor:t·jlllti.flod" cxsemallllblldy of$366 

miDion b ~ill ita OWII n,bt. lD 1997, OTE'1 toW inlrutale ~euues 

wa-e I'OIIIblY 1950 mlllloo pa )'CIII' (OTB Exhibit SAO. I). 'l'bu, IICCOI'I1i.aa to 

OTB, It requira ao cxtemallllhlldy rouahlY equal to <40% to 50% of Ill l.ntruWe 

reYeiiU& 

''"IIi"' lilt ~ted lncealives that would devdop ll oemy ball tblt IDilbt'• 

~ _, coa&roiJed by a ~. l.meead of tblt I.Ddividual 

6to hinat oflldllll COIIIUIIlCf'L Frocn a liiii'Ja&f'IDft paapectl "'- tblt univaal 

• rice ftmd WOQid beeo- tile mab-lt-or·bmlk·it "c:t""""'C"' - with GTE' 1 ( md 

INflll1 od:ler Cirri«' a) retO\II'CCI devoted to ~ tuod.-l)'lis. Nod­

litiprion llld (let' a be booalt) tuod-manlpulat!on. The tuod OTE ,.,......,_s, 
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13 

toplltive nport (JIIIIO 73 ): 

OTB beHm:s thlt lbe pdm.uy tool ror emurina reuooable rues In 
a compelitive mllbl is lhc competitm IDoltkd ltxl!. A ua.ivctal 
ICrVice JIOllcY - iJI cconjuzldioft with other pol.lcle:t 'IIIII K'.iOCII 
reprdlat local escbanp telepboae compctili«la - sbould oot 
cu..t lbt efC&liw ope:rlldoD of lbo marbl Ill)' men lhla 1a * y JD CII"''Y 01111 lbe publle policy of maintlinlna lllllvmal 
.Moe M a!Tordable ralel In F1odda. 

of t .. IL&C puldMf 

14 A. Yet.. Oae meu1R Of lhl rareONblaMA of the ILEC laUmooy Ia lbe exseDt 10 

IS 

16 

17 

18 

19 
20 
21 
22 
23 

2<1 

2S 

26 

27 

bas lbeeD alcey objective ofwiivcnaliNitVke reform, aallOI.Od In lbe Comml.uioa':t 

1996 Rqort(plp 38): 

Plltla JCIIIIIfiiJ1 bdie¥8 tbll support abould be tar)cled to low 
IDcomo ~ mdiO hi&h ~-

We (tbe ('ornmjw!on] ..,.ee tbllta;~ced f\mdiDa Is 111lpllf0prille 
!Dee~ of provfdiJII tuppert.~ 

'Tbl OTB llld BeltSonth tt:et1mony provide dlla wbldl c:aa readlJy be UJCd co 

clecemliDIIbe "'lrpt etJkieacy" of lhdr popoala (Sprim/Uaited' 1 daU does oat 

eaaUy penn1t &hit CIJIIIPiriloo). Rl:mlrbbly, 8e1IBoulh llld o-m dalm lhlt • 
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IUbiNy II Mded fOf 100 ,.'""'of lhelr m*ntial Una (S.!Nn Exhibit MC:S.. 

2, pillS; MlniD Exhibit PFM·I). Tbia .w.idy daim ttall4a In ~tart coatruliO 

lt....,. pnMcled by ATct.T wltDeA 0uepe (paaa 17·20) thai abowt thai the 

mldcori•l marb« II pn>jftabl• for both of thae ILECa. 

6 Q. Hew aa tiN ILECe datil dMy .- a........,. to_.,. profkabM cuto•en? 

7 

a A. lbiii..ECI clllm tt.y d r Ftt alllbltJy if it. local ,.. (iDcJudlDa the SLC) docs 

9 

10 

II 

ll 

13 

14 

IS 

16 

17 

II 

19 

20 

21 

DOt Mly oovu all local aetMMk ODitl, wicboul rcprd 10 the othar •rices a 

e~••• N w ~ iD 06'•+:doa wi111ltllocal M'VIce. ~ I noced In Ill)' dina 

tetdmoay (p.ac 13), bowever, IUCb • "dlal b»>O!y" 'l,.,u"a peacm II rwe. 

The cocunwudal ~ of a en'*- II dccl.dod by Ita toal revenue 

potcntlal, llld IIIOC jUJt the revCL.Ua collected In the buic local rate. 

The <dy valid CCllllplriJoa 10 ddcnniDe wb&tbcr • lejilimase IUbcldy oeed exiJU 

" 10 ccxnpce - lOcal OOil 10 pro•icloe !be typbl pee ..... or local lei rices 

pea t ~ by •IWI'II' a • ,..,., 10 tt. re•aaws l'lom fhil pKbp. So lhlt the 

r.n• ' 1M lbe Commlalon c:alculale llld report lhil Ctmlly to~~. IM:ll If it 

a1lo n:pona a "COil" of tho "dial·tooe oaly" opdoo u wd1. 

6 
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16 

17 

18 

19 

20 

21 

ll 

23 

No. Apia, ClOIIslder OTE'a ilhi.ftinl politlooa oa 1hla bale. Ou the one baDd, 

om II'JUCt dllllbo,., mldmri•' IIIIIUt 1n 1u territory roquira support. Yet. 

Tbea cSeta1Jed, apeci1k 4lra would bt IIICf'ul ICof COCDpediOn In 
c1.QJocmU1a 1bt sble lllld COCDpOlitlon of OTIE'a lllllt.d oo a 
,.....aphfc:eUy d'aa• epKd bull. The auppan l.a!onllldoo would 
meal to coatplti1on OTE's COlli or terViDa ~ areas llld 
whkh .... wuul4 be moll l\Xtllive. 

&ri"""'C'' AccordiDa to 01:1!. tbefe 1ft no locndve .._ (ll leul resicleDti&J 

areu) 1D Ita msile reskJu-,.., rceirleo.'iaJ Unc roquim alllblidy. Funher, if 

dofiDDd by tho aYiiJiblo lllblkty, tDIIDOIIDl (oat wouJci !tU IDW) dill would DeVer 

be poptl 1a7 to 0113.. OTE'a l'N!fidcmt!tlly reqo.esl coafttml dill OTB'11 

"• a •• • UllllcnrlladJ tbac: Ita residt:ntial a1110men are profitable, eM~~ if 11:1 
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10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

Q. ll dMn lilt ..,.... tor 7oar meaatHido• tbt aetworlt tltaqt p~ 

... ud•wul • wa npport {II -.y) lbC!"'cc be dcnJoped C'O"•Wnrty'l 

A. Yn. AJtboucb I d1llpeo will! !be bulk of Mr. Saznan'a tettimoa.y, we do tarCC 

00 OliO point: ~k element prices llld lllllvcral ICIViQe COlli lhould be 

dew:JopoclCC)¥ d• nt!y {S ... .., piP 9). ln ldditioo., S(lrint's tesdmoo)' suppona 

tbt ~ Iii ffii dillct t6llirMay (OUJar,, pqa 22-24) tlw tho •ftud wire 

CCIIIer" la\ldll doa readen imlevr.at IDY tbeomic8l dlltl.octioo betMell a 

~ aod ~~~-1 COilltlldy. 

Q. W.,. It die "ftud wtn c.aar" .... ,.. t.pertut to th q••RIH ol 

eor ' l•t .... .,..,. • •a 1ud aetwork de• eat eott ltacl*7 

A. Tbe Commillioo (in a letter from CbalnDID .loluDon t.o lbe FCC) lllld CXJ*ewd 

a violw tbll a dltf'cnot ~ IQidy could be \lied t.o c:elmate lbe COil of lllllveral 

ICtVko tta. dial 11104 10 Ct&ablilb ncnouk elcmeat price~. Tbe bah Cor llll;l 

opiD;Ioo Wlllbe view tblla llnlwiTDJ~ COil ttudy abou1d look at !be COSl of 

alrJpocbedell catriDt (J.e., • CIIIUIIIt with oo facllitiel), wtillo a ~,,_, 

call a.ty abou1d oooe!dcr tbo COlli that would be iDcurrod by tbe incumbeut 

(opcaidlua eftlcialdy), AltJiooQP ltlla ~may be cblcxeUcally IIIX:IDte, it 

b impol1111t co~ thai both 001t modoll ~ In IIIII pre~­

~(by iiduJ:1dl4 tbe lnr:umbem'a wire c:c:atcr locwrion) In a manner tbll& 

8 
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8 

9 

d!minera Ill)' D!CID!naf\.11 dlfl'crcocc. AI 1 raull, Ibm II DO valid t.boomkal 

reuao to 1110 JepllllO cost modc1t to ddcrm1De UDiwnal ICrV!ce 1Upp0rt llld 

oetwork clemall ~- IDd, u mtp!rlned in my direct leSI!moay, then are 

Ia r ala? 

I 0 A. The *fixed wire c:cl!lCr" mumprioa is critical Consi.d« the blo~c logic explaiDecl 

II 

12 

13 

14 
IS 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

27 

in the let«irt"'GY or Sprillt wiulea, Or. Stalhr (Stalhr, pep 10, anpb11!a in die 

oriJbW): 

'J"be ~ ofbulc etkpbooe ICrVice II primarily, IOdin nnl area, 
a1mott completety, dc1:am.IDed by the COlt of !be loop. 

••• 
n. COil of lhD loop II ddermined primllrily by two tKton: 
~anti dbulty. 

••• 

8ocb of lhea, dJJtatr:w and dDuJJy, in IUnl dqlcod 00 wbere !be 
model ......... CWIOibili .. located in rcWioo 10 the celllral 
ofll.oe. IDd IOCISII!d in relltioD 10 OMlb OCher. 

9 
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3 A. Yes. 
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QKIIfJCAD OF $P'YJCE 

I HEREBY CER."JlFY lbll a true Uld corroct c:opy of tbe foreaoUII Rebtma.1 

Tudlaoay of J..pll Gllla bu bCico IUroiJbcd by United Swea mall or baod 

delivery(•) thiJ 2ajl •Y of Sepceaber, 1998. to tbe followina: 

Will~ 

DiviJioll of Lepl s.vicet 
Florida PUbllc Scrvloe Commlaslon 
24SO Slu••d OK BoWevard 
Room 370.~ 
T•ll•b srs, Florida 32399-0SSO 

CblrlCI Bock 
Ot!loe otPub& COtiiii!Cl 
Ill West MMifOO Saecc, Room 112 
Tallah.,..,, Florida 32399-1400 

Mieblel aro. 
01llct of tbe ~ 0a11n1 
oe~ uf Lep1 Af&ln 
Tbe c.pltol. PL-01 
Tallw 1, Florida 32399-IOSO 

H.miet Eucty 
ALL TELL F1orW, D.. 
206 White A vtlll» 
UYe Ott, f1aridl 32060-0SSO 

Rbon6e bf I IU 

Tt11C11r.ctil 
AT AT Oaaau 'C:S¢1m• of tbe 

ScJ! ..... Sllil!l, r-. 
10 I N<ll1b Momoe Slreet 
Suile 700 
Talteb• 1 e, Florida 323()t.U49 

12 

John Pona 
Jeffiy Wahlen 
Ausley Law Firm 
POll Oftice Box 391 
TaU·h , Florida 32302 

NIDI:)' H. Sima 
BtlJSoulh Tclecommvu.ltalioal, Inc. 
I SO Soulh Moaroe Stn~et 
Suite 400 
T al'eba 11, FIOlA& 32301-1 556 

David·B. Erwin 
127 RivcniDk R.olcl 
Cmvfordvi!M, Florida 32327 

Laura ()allqbcr 
Florida Cable TelecxwnmunlcatiODJ 

.... saocletion, Inc.. 
310 NOC'Cb Moaroe Stn~et 
T•llebe._, Florida 32301 

Kelly Ooodniahl 
F roatl« ('mmnmlc:etigm 

lllt.CrMiioGil. lllo. 
110 Sou!h CUDton Aveaue 
Red I , Now Yodt I~S 

e..pr. Coamnmic:edoaa, Inc. 
131 Nadoaal S."h Patclwy 
No. 100 
AIIMpoU. Juocdon. MaylAild 20701 



LL: 'Y 

T!!omu M. MeCibo 
TDS TelecamiQuiDcy Tclepboae 
POll Of6c:e. Box 119 
Quiucy, Floridl 3l3S3.C119 

Stwc:D Blown 
lnb!rmect1a Comm•!Dbtionl, lnc. 
362S Queca Palm Drive 
Tans-, FJodda 33619-1309 

Jim McGiiiD 
ITS Tel"CllX''lnnJD$rerioaa Systems. ~. 
Po« Of!b Bolt 'irJ 
lndlaatmm, Florida U956 

S~m~~ BertiD 
MCIT~Cofp. 
780 1ohDtoD Feny Reid. Suite 100 
Atl.auta. Georaia 30:W2 

Cbllrla J. Rdawtoltel 
Spdat·Floridl, Inc. 
POll Oft1ce Box 2214 
(MS; FL lll00107) 
'l'a!!ehs m. Florida 32316 

SUZliiiDO F. SQIIUDCJ'IID 
1311·8 Paul R.-11 Roe 
Suite 201 
T•llahp et, Florida 32301 

Supa Telec:omonmt •MD 
a: Iaformlldon s~ 

12914 s.w. 133nt Colllt, Sane 8 
Ml~~~:~Ubida 33116-906 

OTC, Ia 
e/o St. Soe,~ fJic. 
POll OftJce Box 220 
Port St. Joe, Plodcla 3l4~ 

13 

Floyd Sc1l 
Mesxr Law Finn 
Post Office Box 1176 
Ta!bbes....,, Florida 32302 

Kimberly Caswell 
OTB Florida lCICOI'JIOfllOd 
Post Offieo Box 110 
FLTC0007 
Tampa, Florida 3360 I -0 II 0 

Lyaae 0. Brewu 
Nort• 1 a Florida Tekpbooo 

Co , ltlc. 
r.- omc. Box 415 
Mloclamy, Florida 32063.()4&5 

&.-.Auau 
Peter OuDbcr 
Pamlnpn Law rtrm 
Peat Oftlce Box 10®5 
T•JIM.a I r, Florida 32301 

BiU Hlllll:llbower 
VlJta..Unltecl TeiClM!!Imllllicalions 
POll Office Box I 0180 
Lab BIICDa VI-. Florida 32130-0180 

l'lsridt Wlgiaa 
0oaa Cw""'M 
WJuim Law finD 
POll ot!lce Dnrwer 1657 
T•!le I , Florida 32302 

Kat.nedt Homz:­
TCO South Florida 
RWodp Law rinD 
POll Otllce Boot 551 
T•Uthm c, F'o'::ll'ida 3l302.CSS1 

j 



Rldllrd MdJoD 
HcJs11ia1 Law Firm 
Pot~ Oftlcl 8oz 6S26 
TaU I I. florida 323 14 

Pllridc L. lmbo( 
~ p ch Dim:lor 
Utilitia IIIII Cocamillll •"­
P1orida not.. of R.epi 1 u•ivea 
R.oaal 421 HOB 
oWl Soulb Moaroe Su.t 
T•ll•bs B, Florida 32399-1300 

14 
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