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z-Tel Communications, Inc. ("Z-Tel"), through its undersigned counsel, submits its 

response in opposition to the Motion of BellSouth 	 Telecommunications, Inc, 

("Bell South") to strike the prefiled testimony of Z-Tel witness Michael Reith, The 

Commission should summarily deny the motion to strike Z-Tel's testimony, 

With respect to its contention regarding Z-Tel's testimony, BellSouth' s "argument" 

consists of a bare six sentences, BeIlSouth states: 

Z-Tel filed the direct testimony of witness Michael Reith, Mr. Reith filed 22 
pages of testimony plus seven exhibits, Absolutely none of Mr. Reith's testimony 
or his exhibits address the issues set forth in the Second Order on Procedure, 
Rather, Mr. Reith's testimony consists of nothing more than a history of Z-Tel 
and the services it provides and a plea to the Commission to maintain the status 
quo, Z-Tel has completely missed the mark and has not responded to any of the 
issues set forth by the Second Order on Procedure, All of Mr. Reith's testimony 
should be stricken, 

At the outset, Z-Tel notes that BellSouth' s depiction of Mr. Reith's testimony as a 

"plea , , , to maintain the status quo" is particularly superficial: Given the national AUS 
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CMP finding of impairment regarding the availability of unbundled local switching, Z-Tel 
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establishes that it is BellSouth’s characterization, not Mi.  Reith’s testimony, that misses 

the mark. 

Mr. Reith’s testimony serves two purposes, both of which are legitimate and germane 

to the scope of this proceeding: 

(1) Mr. Reith describes how Z-Tel’s substantial interests will be affected by the 

Commission’s decision in this case. In the course of doing so, necessarily Mr. 

Rei& describes 2-Tel’ s business activities; one cannot explain an impact without 

describing fully that which would be impacted. 

(2) M i  Reith provides Somat ion  relevant to Issues Nos. 1 and 2(a-c), as set forth in 

Order No. PSC-O3-1265-PCO-TP, issued on November 7,2003. Without referring 

to each word of each line of his testimony, in this Response Z-Tel will demonstrate 

precisely and amply how Mr. Reith’s statements relate to these issues and sub- 

issues. (In its motion, BellSouth says the Order on Procedure includes issues on 

“market def~t ion .”  BellSouth’s description of the issues is as scant is its 

cliaracterization of Mr. Reith’s testimony is conclusory . In the discussion that 

follows, Z-Tel will relate the testimony individually to Issues 1, 2(a), 2(b), and 

2(c)). 

Issue No. 1 states: For purposes of this proceeding, what are the relevant markets 

for purposes of evaluating mass market impairment and how are they defined? Mi.  Reith 

endorses the testimony of FCCA witness Joseph Gillan (who testifies the geographic 

market area should be coextensive with the ILEC service area) on the subject (Reith at 

page 17, lines 13-14), and proceeds to support that view by advocating that the market’s 

geographic area should be defined broadly. He testifies that a broad geographic reach ‘is 
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necessary to the ability to offer service ubiquitously, and shows this ability is in 

essential to innovation and competition. 

Mr. Reith relates the very concept of “mass market” to the presence of a 

geographic market sufficiently large to enable a provider to generate efficiencies and 

economies. (page 4, line 13.) This testimony bears directly on the question posed -by 

Issue 1, 

Further, M i  Reith points out that 2-Tel does not “redline” customers on the basis of 

geographic location. (Page 4? lines 9-10) He warns that an effort by an ILEC to 

eliminate the availability of UNE-P (which would be the effect of limiting unbundled 

local switching) on the basis of geographic distinctions could mean the end of 

competition, not only in the areas in which the access to unbundled switching (in the 

form of UNE-P) is eliminated, but also in areas outside those locales that would be 

directly affected by a regulatory limitation. He does so by 

demonstrating the relationship between UNE-P, which requires the availability of 

unbundled local switching, and the ability to provide service on a ubiquitous basis. (page 

17, line 23-page 18, line 4.) The connection between the availability of unbundled 

switching (a necessary component of UNE-P) and ubiquitous service is therefore relevant 

to the issue concerning the geographic definition of the market. In this regard, Mi.  

Reith’s testimony is consistent with and relevant to the provisions of the TRO that 

emphasize the necessity of ubiquity in the context of the impairment andysis. (See, for 

instance, TRO footnote 1549). 

(page 4, lines 13-18>. 

Mr. Reith testifies that the Commission’s decision regarding the boundaries of the 

geographic markets should take into account the fact that only LP4E-P (possible only with 
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the availability of unbundled local switching) provides a scale and scope that is necessary 

to support broad, “mass market” competition. Again, this 

testimony is relevant to the appropriate size of the geographic market, the subject of Issue 

(page 17, lines1 9-21). 

No. 1. 

Issue 2(a) asks how “the locations of mass market customers actually being served 

by CLECs” should be taken into consideration in defining the relevant geographic areas 

to include in each of the markets. Mr. Reith testifies that Z-Tel accepts customers located 

throughout an ILEC’s service area. He testifies that 2-Tel’s policy of accepting 

customers in all geographical locations within the service area would be jeopardized by 

geographical limitations imposed on LINE-P (which requires unbundled local switching). 

Page 4, lines 7-18. Thus, Mr. Reith testifies that the Commission shouId take into 

consideration the desirability of a carrier’s ability to maintain the practice of accepting 

and serving customers throughout the CLEC’s service area, and the necessity of a broad 

market to maintain that ability, when assessing the appropriate size of the geographic 

market. This testimony is directly relevant to Issue 2(a). 

Issue 2(b) asks how the definition of the relevant geographic areas should take 

into consideration the variation in factors affecting CLECs’ ability to serve each group of 

customers. Mr. Reith’s point that 2-Tel’s ability to serve customers in less profitable 

geographic areas is dependent on access to unbundled local switching (in UNE-P) in 

other areas, discussed above in the context of Issue 2(a), also responds directly to this 

issue. His testimony supports the contention that the variations should be taken into 

account by defining the market broadly in geographic terms. 
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Issue 2(c) asks how the definition of the geographic market should take into 

consideration CLECs’ ability to target and serve specific markets profitably and 

efzciently using currently available technologies. Pmphasis added) Mr. Reith’ s 

description of aspects of Z-Tel’s business of bundling specialized software with local 

service is relevant to this sub-issue. In his testimony, Mi.  Reith discusses the need for 

broad distribution channels through which to reach such specific, targeted, fix-flung 

potential clients of Z-Tel’ s specialized services as chain restaurants and multi-office 

banks (’page 13, lines 5-19). This testimony relates directly to the discussion of CLEC Z- 

Tel’s ability to target and serve specific markets profitably and efficiently. Further, at 

page 16, Mi-. Reith testifies specifically that a broad distribution channel --- another way 

of saying a large geographic market --- is essential to enable Z-Tel to spread costs of 

software development over a large customer base and to utilize advertising channels 

efficiently and cost-effectively . (page 16, lines 2-1 8). Such considerations bear on 2- 

Tel’s costs of acquiring customers (page 16) and thus its ability to serve targeted markets 

profitably, which is the subject of Issue 2(c). Mr. Reith explains that the limitations on 

available capital preclude 2-Tel from being able to finance the expensive, up-front 

software development costs and the costs of its own network, including switching. The 

evolution of Z-Tel as a software development company (page 5-6); the opportunity 

created by the 1996 Act to combine that expertise with “dialtone” (page 6-7); the 

description of Z-Tel’s investment of tens of millions of dollars in software development 

and back office processes to take advantage of this opportunity (pages 7-8); the 

description of 2-Tel’s “PVA” software and the related services that Z-Tel offers (pages 

9- 1 0); the explanation that the software development activities require enormous up front 
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investments @age 8; page 12, lines 1-3) and the references to the limited availability of 

capital (page 20, line 5 )  are thus relevant to Issue 2(c). At the same time the large 

investments in the development of specialized software position 2-Tel to provide 

innovative services, they necessitate broad, cost-effective “distribution channels” to 

enable Z-Tel to provide its combination of specialized software and local exchange 

service to customers efficiently and profitably. This testimony-and the testimony 

describing Operation Iraqi Freedom (page 14), Community services (page 15) and Z- 

Tel’s other awards and services ---is also germane to Issues 1 and 2 because it indicates, 

at once, both the type of innovation and competition that the broad availability of 

unbundled switching and UNE-P have made possible and the type of innovation and 

competition that could be lost if an overly narrow definition of the geographic mavket 

renders Z-Tel’ s ability to offer ubiquitous service ideasible. 

SUMMARY AND CONCLUSION 

Evidence is relevant if it tends to prove or disprove a material fact. Section 90.401, 

Florida Statutes. Mi. Reith’s testimony tends to prove that the availability of unbundled 

local switching on a broad basis, in the form of UNE-P, is essential to the very concept of 

a mass market; is necessary to the ability to offer ubiquitous service throughout the 

ILEC’s service area; has made possible competition in the €om of innovative services; 

and is essential to a CLEC in the business of combining expensive, specialized sofbvare 

development with local exchange service efficiently and profitably. His testimony tends 

to  prove that all of these attxibutes of nascent but growing competition would be 

jeopardized if the Commission were to restrict the availability of unbundled switching 

based on narrowly defined geographic market boundaries. In short, M i  Reith advocates 
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a broadly defined geographic market, and provides proof of the need for such markets by 

references to real world, carrier-specific experiences and considerations, all of which 

statements are material to, and indeed, go to the heart of, Issues 1, 2(a), 2(b), and 2(c). 

BellSouth's motion must therefore be denied. 

Joseph A. McGlothlin 
McWhirter, Reeves, McGlothlin, Davidson, 
Kaufman & Arnold, P.A. 
117 South Gadsden Street 
Tallahassee, FL 32301 
(850) 222-2525 
(850) 222-5606 (fa)  
jmcglothlin@,rnac-1aw.com 

Thomas M. Koutsky 
Vice President, Law and Public Policy 
2-Tel Communications, Inc. 
1200 lgth Street, N. W. Suite 500 
Washington, DC 20036 

tkoutsky@z-tel.com 
(202) 955-9653 
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CERTKFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of 2-TEL Communications, 
Inc.’s Response to BellSouth’s Motion to Strike Testimony of Michael Reith has been 
provided by hand delivery and ernail this 12& day of January, 2004, to the following: 

(*) (**) Jeremy Susac, Staff Counsel 
Division of Legal Services 
Florida Public Service Commission 
2540 Shmard Oak Boulevard 
Tallahassee, Florida 32399-0850 

(*) (* *) c/o Nancy Sims 
BellSouth Telecommunications, Inc. 
150 South Monroe Street, Suite 400 
Tallahassee, Florida 323 0 1 - 1 5 56 

(**) Richard Chapkis 
Verizon Florida, Inc. 
201 North Franklin Street 
MC: FLTC0717 
Tampa, Florida 33602 

(* *) Susan Masterton 
Sprint Communications Company 
13 13 Blairstone Road 
Post Office Box 2214 
MC: FLTLHOO107 
Tallahassee, Florida 323 0 1 

(**) Donna Cmzano McNulty 
MCZ. WorldCom 
1203 Govemors Square Boulevard 
Suite 201 
Tallahassee, Florida 323 0 1 

(**) Norman H. Horton, Jr. 
215 South Monroe Street 
Tallahassee, Florida 32302-1 876 

(* *) Tracy Hatch 
AT&T Communications of the 
Southern States, LLC 
101 North Monroe Street 
Suite 700 
Tallahassee, Florida 3 23 0 1 

(**) Mchael Gross 
Florida Cable Telecommunications . 

246 East 6th Avenue 
Tallahassee, Florida 323 02 

(**) Matthew Feil 
Florida Digital Network, Inc. 
390 North Orange Avenue, Suite 2000 
Orlando, Florida 32801 

(**) Jeffrey J. Binder 
Allegiance Telecom, Inc. 
1919 M Street, NW 
Washington, DC 20037 

(**) Floyd R. Self 
Messer, Caparello & Self 
21 5 South Monroe Street, Suite 70 1 
Tallahassee, FL 323 0 1 

(* *) Nanette Edwards 
ITC*DeltaCom 
4092 S. Memorial Parkway 
Huntsville, Alabama 35802 

(**) Jake E. Jennings 
Senior Vice-president 
Regulatory Affairs & Carrier Relations 
NewSouth Cornrnunications Corp. 
NewSouth Center 
Two N. Main Center 
Greenville, S C 2960 1 

(**) Jon C. Moyle, Jr. 
Moyle, Flanigan, Katz, Raymond 
& Sheehan, P.A. 
The Perkins House 
1 18 North Gadsden Street 
Tallahassee, FL 323 0 1 
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(**) Rand Currier 
Geoff C o o k "  
Granite Telecommunications, LLC 
234 Copeland Street 
Quincy, MA 

(**) Andrew 0. Ism 
Miller Isar, Inc. 
2901 Skmsie Avenue, Suite 240 
GigHarbor, WA 98335 

(**) Scott A. Kassman 
FDN Communications 
390 North Orange Avenue 
Suite 2000 
Orlando, FL 32801 

(**) Charles J. Beck 
Deputy Public Counsel 
Office of Public Counsel 
c/o The Florida Legislature 
11 1 West Madison Street 
Room 8 12 
Tallahassee, Florida 323 99- 1400 
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