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PREHEARI NG ORDER 

Service 
Florida 

Service 
Florida 

I . CASE BACKGROUND 

By Order No. 24910, issu ed August 13, 1991 , the Commission 

dete rmined that i ssues r e garding cross-subsidization should be 

addressed in ~ forum separ ate from the developme nt of the local 

exchange company cost of service methodol ogy docket , Docket No . 
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900633-TL . Accordingly, this docket was opened to examine the 

regulatory safeguards required to prevent cross- subsidization by 

telephone companies. on September 20 , 1991 , intervening parties 

submitted briefs addressing the legal requirements of revised 

Chapter 364. Based on the reaction of the parties at the February 

4 , 1992, Agenda Conference, the Commission de t e rmined that any 

proposed agency action issued would be proteste d by the parties . 

Accordingly, by Order No. 25816, issued February 4, 1992, this 

docket was set for hearing . 

By Order No . 24853, issued July 25, 1991, the Commission 

acknowledged the Office of Public Counsel ' s (OPC ' s) notice of 

intervention. BellSouth Telecommunications , Inc. d/b/a Southern 

Bell Telephone and Telegraph Company (Southern Bell), GTE Fl0rida 

Incorporated (GTEFL), United Telephone Company of Florida (United), 

Central Te l ephone Company of Florida (Cent el) , ALLTEL Florida, 

Inc., AT&T of the Southern States , Inc . (ATT-C) , MCI 

Telecommunications Corporation (MCI), US Sprint Communications 

Company Limited Partnership (Sprint), the Florida I nterexchange 

Carriers Association (FIXCA) , the Florida Cable Television 

Association (FCTA), the Florida Pay Telephone Association, Inc . 

(FPTA), and the Florida Ad Hoc Telecommunications User's Committee 

(AdHoc) have also intervened in this proceeding. 

By Order No. PSC-92-1323 - PCO-TP, issued November 16 , 1992 , the 

prehearing procedure was established for this docket. The final 

prehearing conference was scheduled for February 26, 1993 . The 

evidentiary hearing is scheduled for March 10 through 12, 1993, in 

Tallahassee . 

II. PROCEDURE FOR HANDLING CONFIDENTIAL INFORMATION 

A. Any information provided pursuant to a discovery r equest 

for which proprietary confidential business information status is 

requested shall be treated by the Commis: ion and the parties as 

confidential. The information shall be exempt from Section 

119.07(1), Florida Statutes , pending a formal ruling on such 

request by the Commission, or upon the return of the i n format ion to 

the person providing the information. If no determination of 

confidentiality has been made and the information has not been used 

in the proceeding, it shall be returned expeditiously to the person 

providing the information . If a determination of confidentiality 

has been made a nd the information was not entered into the record 

of the proceeding, it shall be returned to the person providing the 

-· 
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information within the time periods set forth in Section 
364.183(2), Florida Statutes. 

B. It is the policy of the Florida Publ ic Service Commission 
that all Commission hearings be open to the public at all times. 
The Commission also r ecognizes its obligation pursuant to Section 
364. 183, Florida Statutes, to protect proprietary confidential 
business information from disclosure outside the proceeding. 

In the event it becomes necessary to use confidential 
information during the hearing, the following procedures will be 
observed: 

1) Any party wishing to use any proprietary 
confidential business information, as t hdt term i s 
derined in Section 364 . 183, Florida Statute s, shall 
notify the Prehearing Officer and all part ies of 
record by the time of the Prehearing Confe rence, or 
if not known at that time, no later than seven (7) 
days prior to the beginning of the hearing. The 
notice shall include a procedure to assure that the 
confidential nature of the information is preserved 
as required by statute. 

2) Failure of any party to comply with 1) above shall 
be grounds to d e ny the party the opportunity to 
present evidence which is proprietary confidential 
business information. 

3) 

4) 

When confidential information is used in the 
hearing , parties must have copies for the 
Commissioners, necessary staff, and the Court 
Reporter, in envelopes clearly marked with the 
nature of the contents. Any party wishing to 
examine the confidential materia~ that is not 
subject to an order grant i ng confidentiality shall 
be provided a copy in the same fashion as provided 
to the Commissioners, subject to execution of any 
appropriate protective agreement with the owner of 
the material. 

Counsel and witnesses 
verbalizing confidential 
that would compromise the 
Therefore, confidential 

are cautioned to avoid 
information in such a way 
confidential i nformation. 

information should be 

.. -
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presented by written exhibit when reasonably 
possible to do so . 

5) At the conclusion of that portion of the hearing 
that involves confidential information, all copies 
of confidential exhibits shall be returned to the 
proffering party. If a confidential exhibit has 
been admitted into evidence, the copy provided to 
the Court Reporter shall be retained in the 
Commission Clerk's confidential files . 

III. PREFILED TESTIMONY AND EXHIBITS 

Testimony of all witnesses to be sponsored by the parties (and 
Staff) has been prefiled . All testimony which has been prefiled in 
this case will be inserted into the record as though read after the 
witness has taken the stand and aff irmed the correclness of the 
testimony and associated e xhibits. All t estimony r emains subject 
to appropri a te objections. Each witness will have the opportunity 

to orally summarize his or her testimony at the time he or she 
takes the stand. Upon insertion of a witness' testimony, exhibits 
appended thereto may be marked for ide ntification. Afte r all 

parties and Staff have had the opportunity to object and cross
examine , the exhibit may be moved into the record. All other 
exhibits may be similarly identified and entered into the record at 

the appropriate time during the hearing . 

Witnesses are reminded that, o n cross-examination, responses 

to questions calling for a simple yes or no answer shall be so 
answered first , after which the witness may explain his or her 
answer . 

IV. ORDER OF WITNESSES 

WITNESS 

Mike Guedel 
(Direct ) 

Mark Cicchetti 
(Direct) 

APPEARING FOR ISSUES NOS . 

AT&T 1-4, 6-9 

FCTA All Issues 
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WITNESS APPEARING FOR 

David B. Denton 
(Direct) 

F . B. Poag 
(Direct) 

Edward c . Beauvais 
(Direct/Rebuttal) 

Richard D. Emmerson 
(Direct/Rebuttal) 

Gene E. Michaelson 
(Rebuttal) 

V. BASIC POSITIONS 

So . Bell 

United 

GTEFL 

So . Bell 

Centel 

AD HOC ' S POSITION: Adopts FIXCA' s basic position. 

ISSUES NOS . 

5, 6, 7, 8 , 8a, 
8b, 8c, 8e, 9a, 
9b 

All issues except 
Issue 5 

All Issues 

1, 2, 3, 4, 7, 8 

1-4, 8 , 8a, 8b 

AT&T'S BASIC POSITION: AT&T ' S basic position is that the 

Commission should adopt procedures t o ensure tha t prices charged 
for competitive services cover the costs that a LEC incurs in 
providing those services . Such procedures should include the 
establishment of price floors for each LEC service, and those price 
floors should include all of the direct costs inc urred in providing 
the service . To the extent that tariffed monopoly services or 

elements are utilized in providing the competitive service, the 
tariffed rates of such monopoly services should be imputed as 

direct costs of providing the competitive service . Each LEC should 

be precluded from pricing its competitiv< offerings below the 
established price floors , but should be permitted significant 
pricing flexibility a bove the price floors . 

Further, the Commission s h ould adopt specific safeguards with 
respect to the provision of monopoly services to ensure that each 
LEC does not use its monopoly position to advantage itself in or 

otherwise distort the functioning of related competitive markets . 
These safeguards, consistent with the concepts of Open Network 
Architecture (ONA), should ensure the general universal 
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availability of monopoly services in an unbundled format at non
discriminatory, cost based rates . 

CENTEL 1 S BASIC POSITION: As will be demonstrated in Central 
Telephone-Florida ' s positions on the specific issues to be 
addressed in this proceeding, the inquiry into cross-subsidy only 
applies to services determined by the Commission to be effectively 
competitive services. The sole purpose of that inquiry is to 
ascertain whether the LEC's effectively ccmpetitive service is 
being cross- subsidized by the LEC ' s monopoly services. The only 
economically justifiable test for determining cross- subsidy is to 
compare the LEC ' s effectively competitive service revenues to the 
total incremental costs from offering that service . 

FCTA'S BASIC POSITION: The rewrite of Chaptrr 364, Florida 
Statutes, has broadened the scope of the Commission ' s public policy 
considerations when engaging in its ratemaking and regulatory 
activities with regard to telecommunications services. To properly 
carry out its regulatory and ratemaking functions in this broader 
arena , the Commission is obligated recognize the continuing 
emergence of the competitive telecommunications market . As a 
matter of law and policy, the Commission must further prevent 
providers of telecommunications services from engaging ir anti 
competitive business practices which subsidize competitive services 
from rates paid by customers of monopoly services . 

Under the new public policy considerations of Chapter 364, 
Florida Statutes , the Commission must determine what services 
constitute "monopoly", "competitive" and "effectively competitive" 
services. 

Once establishing the appropriate meaning for the key terms, 
the Commission should establish a nd enumerate the prohibi ted 
activities and components of cross-subsidization as the Legislature 
intended. Having first determined the crite""ia for a "competitive 
service", "effectively competitive servic~ " , and a "monopoly 
service", as well as what business c onduct constitutes unauthorized 
cross-subsidization, t he Commission can then apply the appropriate 
regulatory safeguards to carry out the expanded public policy 
expressed in Chapter 364 , Florida Statutes. 

FIXCA ' S BASIC POSITION: The legislative intent clearly expresses 
a desire to allow competition to develop in Florida ' s 
telecommunicatior. markets . One of the safeguards expressly 
provided by the Legislature is a prohibition against subsidization 

.-· 
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(Chaptcr 364.3381). Importantly, the Legislature did not precisely 
define the term , thus leaving it to this Commission to establish an 

appropriate standard. 

The appropriate definiti on, however, must extend beyond the 

narrow, technical definition embraced by theoretical economists 
that is founded on the notion of marginal, incremental, or even 
long run total service incremental costs. Such a standard is 
meaningless in an industry whe re "incremental costs" explains only 
a small fraction of the firm ' s cost of business. Applying this 

standard would assure that ratepayers continue to unreasonably pay 
rates to cover the costs of investments and personnel that are also 
engaged in competitive activities. 

The basic question before the Commission is the appropriate 
division of a firm's common costs when it is engdged in the joint 
provision of both monopoly and competitive services . Any 
multiproduct firm spreads its common costs among its products to 
the extent made possible by competitive conditions in each market. 
Uniquely among telecommunications companies, the local t elephone 

company serves markets with little or no competition . These 
markets would bear a disproportionate assignment of common costs 

because they enjoy no competitive protection unless the 
Commiss ion plays this role and arbitrates, through an "allc,cation " 

of the LEC ' s " intrastate investments and expenses ," their share of 
these common costs. Thus, the assignment of costs to competitive 

services is intended as a protection against the monopoly service 

bearing an unreasonable burden of the common costs . 

The assignment of common costs by the regulator is a policy 

balance between the competitive interests of the local telephone 
company in exploiting its monopoly advantage, the state ' s interest 

in the competitive process to provide incentives for efficiency and 
responsiveness to needs of consumers, and the ratepayers ' interest 
in relief from shouldering the LEC's common costs. The need for 
balancing is clearly evident when evaluated from the perspective of 

the local telephone company . If the LEC recovers some of its 
common costs in markets where there is competition, it is l ikely to 
lose market share (even if its revenues are higher) . Assigning 

these costs to its monopoly markets both assures their recovery and 
maximizes the LEC's market share in the competitive market. The 
LEC ' s desired balance between market share and ratepayer benefit is 
likely to be far different than the balance that the Commission 
would strive t o achieve. Thus, it is necessary that the Commission 
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perform this role by assigning a portion of common costs to the 
LEC's competitive services. 

Further, if the local telephone company is allowed to burden 
the monopoly portion of its operation with all the common costs of 
the firm, the captive ratepayer gains no benefit from the LEC's 
participation in any other market . Only by an allocation to 
competitive services will rate payers be nefit from the joint 
provision of competitive and monopoly services . 

The only rational solution requires that the Commission 
establish an assignment of common costs to the LEC's competitive 
operations that assures that captive customers are not asked to 
maintain LEC market share at artificially high levels by the 
absolution of its competitive services from contributing to the 
common cos ts of the company . 

FPTA'S BASIC POSITION: FPTA's primary purpose in t h is proceeding 
is to help promote the emergence of full and fair ~ompetition in 
the telecommunications marketplace. This purpose is consistent 
with the goals of and legislative inte nt enunciated in the revised 
chapter 364, Florida Statutes, which directs the Commission to 
ensure against all forms of anticompeti ti ve behavior including 
cross-subsidization. Cross-subsidization, as the term i ' used in 
chapter 364, is a statutory construction and should be broadly 
defined to include more than strictly economic notions of cross
subsidy. Further, cross- subsidization of any and all LEC 
competitive services must be ensured against vlithout regard to 
whether such services also qualify as effectively competitive 
services. To this end, the Commission should, at minimum , require 
the LECs to segregate their investment and expense for each 
competitive service according to an embedded, fully distributed 
cost methodology. Further, the LECs must be prohibited from 
providing any preference or advantage to their own compe titive 
services . 

GTEFL'S BASIC POSITION: It is GTEFL's position in this proceeding 
that the appropriate definition of cross-subsidization is that 
definition contained in accepted economic literature and antitrust 
opinions. That definition is as follows : cross-subsidization is 
the pricing of some services above their incremental cos ts in order 
to allow other products sold by the same firm to be priced below 
their incremental costs of production. The foregoing definition 
and its regulatory application in Florida is only pertinent to 
those specific services which have been found to be "effectively 

.. -
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competitive" pursuant to Sections 364 . 338 and 364 .3381. The 
Commission should not be misled by the attempts of some parties in 
this docket to expand the definition of cross-subsidization beyond 
its economic, legal and Chapter 364 meanings . Cross-subsic ization 
does not include the broad panoply of actions which come under the 
generic heading "anticompetitive practices . " Cross-subsidization 
is a strict price c ost test and does not include such matt e rs as 
price discrimination, utilization of favorable economies of scale , 
affiliate transactions, disparate rates of return between services 
and other such matters. 

MCI'S BASIC POSITION: The issue of what is a cross- subsidy and 
whether cross-subsidy exists should be defined within the context 
of a firm which provides the telecommunications technology and 
functionality of the local distribution network. The local 
exchange companies (LEC) offer functional services in both monopoly 
or virtual monopoly markets and in competitive or potentially 
competitive markets. It is certain that cross-subsidies exis t 
within existing LEC tariffs as a resu lt of his~oric pricing 
policies and based on the various cost tests that the LECs have 
proffered over time -- incremental, fully distributed and embedde d. 
Whether and to what extent these 'cross- subsidies are anti 
competitive should be the focus of the Commission. 

The first issue that the Commission must addres~ is the 
"unbundling" of LEC-defined services into their functional elements 
for a nalytical purposes . Many LEC services contain network 
functionality which are suppl i ed in monopoly o r virtual monopoly 
markets and competitive and potentially competitive markets. (A 
good example of this with which the Commission is familiar is 
Be llSouth's ESSX service.) The Building Blocks approach, which has 
bee n advocated by Dr. Nina Cornell in Docket Nos . 871254-TL 
(regulatory flexibility for LECs) , 880423-TP (ONA), 900633 -TL (LEC 
cost study methodology), and 920260-TL (comprehensive review of 
Southern Bell) provides the framework for this analysis and 
remediation of anti - competitive cross-su~sidy . 

As telecommunications technology advances, it is inevitable 
that more markets f or telecommunications functionality will become 
potentially competitive . BellSouth recognizes the potential of 
telecommunications technology advancement in its request for the 
Commission to establish new depreciation rates for what it 
describes as a " feature-rich, robus t and self-adjusting" network , 
capable of keeping up with the rapid pace of technological 
evolution in the telecommunications industry. The Commission must 

.. -
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determine which of these " features " in this evolving network are 

provided unde r monopoly or virtual monopoly market conditions and 

which of these " features " are provided in competitive or 

potentially competitive markets . 

SOUTHERN BELL'S BASIC POSITION: The appropriate definition of 

cross s ubsidization, as that term is used in Section 364.3381, 

Florida Statutes, is the economic definition expressed by Southern 

Bell ' s wi tness Richard D. Emmerson . Dr . Emmerson states that a 

cross subsidy exists when the revenue caused by provision of a 

particular segment of the firm ' s output is exceeded by the 

incremental cost of producing that segment of the firm ' s output, 

i . e., when the cost of providing a product or service exceeds the 

revenues derived from that product or service . Any definition 

beyond this economic definition is not supportPd by academic or 

scientific literature. 

The presence or absence of cross subsidization c~n be detected 

through the use of the total incremental cost tes t. The total 

incremental cost test measures the consequences of providing a 

service as compared to not providing the service. No allocation of 

unaffected or shared costs is included in the cost figures use d in 

the test . The appropriate incremental cost to be used according to 

the total incremental cost test is the incremental cost of the 

entire service , with the service defined as that portion of the 

firm ' s output to which the tested price or tariff applies . Cross 

subsidization is the only form of anti-competitive be havior that 

has bee n identi f ied by the legis lature in Chapter 364, Florida 

Statutes. Thus, it is unclear whether there are any other forms of 

anti- competitive behavior that Chapter 364 authorizes the 

Commi ssion to prohibit. Cross subsidization should not be confused 

with other forms of anti-competitive behavior s uch as tying 

arrangements, monopolizing through illegal mergers and 

acqu is i t i o ns , price fixi ng, or r efusal to deal . The Commission 

rules allow for a party that believes a nti-competitive behavior is 

occurring to invoke the complaint process. This process is a well 

known route for pursuing all types of various private interests 

that are affected by firms regulated by the Commission. Therefore, 

there is simply no need for an additional policing process that 

would be wasteful of both Commission and local exchange company 

( " LEC" ) resources. 

As used in Chapter 364, there is no distinction between the 

terms " effectively competitive", " subject to effective 

competition" , and "competitive. " The Commission has considered 
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this issue and affirmed its interpretation when it accepted the 
Staff ' s recommendation on this issue on December 14, 1992 in Docket 
No. 920255-TL and 910590- TL. Therefore, Section 364.338 and 
364.3381, Florida Statutes, must be read in c onjunction with one 
another . Section 364.338 requires a determination as to whether a 
service is effectively competitive . Only then does Section 
364 . 3381 require a determination as to whether the service is 
subject to a cross subs i dy. 

At the time a service is determined to be effectively 
competitive, that service should also be checked for compliance 
with the requirements of Sectio n 364.3381. The Commission should 
allow the LECs a period of time to bring, if necessary, a newly 
determined effectively competitive service into complianc e with 
Section 364 . 3381. After a service has been deemed effectively 
competitive and the Commission has provided the LECs with an 
opportunity to bring, if necessary, the service into compliance 
with Section 364.3381, then the LECs should not be allowed to 
provide that service without assuring that the requirements of 
Section 364.3381 have been met. Any subsequent analysis required 
by the Commission should only be on an as needed basis, such as 
that which might be required to respond to a Commission complaint . 

The Commission should not require LECs to identify all 
services offered that are also offered by other providers or 
identify the nature of the competition for services offered by 
other providers . These requirements would be neither appropriate 
nor necessary. Further, such reporting requirements would be 
burdensome for the LECs. Finally, it would be difficult for the 
LECs, despite their best efforts, to comply with these burdensome 
r eporting requirements. 

UNITED ' S BASIC POSITION: Cross- subsidization is the use of 
subsidization by a loca l exchange telecommunica tions company from 
rates paid for monopoly services to prjce a competitive service 
below its cost. Cross-subsidiza tion is uetected by comparing the 
total revenues for all competitive services subject to the 
jurisdiction of t he Commission provided by the local exchange 
company to the total direct incremental costs for the same 
services. When the total competitive revenues equal or exceed the 
total direct incremental costs, no cross-subs idization exists. The 
application of the provisions of 364 . 3381 require a Commission 
determination that the service is effectively competitive . Once a 
service has been found to be effectively competitive and the cross
subsidization tests completed; only routine and normal auditing 

··' 
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should be required . The local exchange companies should not be 
burdened with repeated cost studies and provision of competitive 
i nformation t he publication of which could be used to the advantage 
of their competit ors . In the increasing competitive environment of 
telecommunication services, less regulation is appropriate . No new 
or additional actions are required by the Commission with regard to 
cross- subsidization . 

OPC'S BASIC POSITION: Despite claims by local exchange companies 
about competition for their services, it i s ironic that not one 
local exchange company has yet proposed that any of its services i s 
subject to effective competition . As a first s t ep , the Commission 
should promptly review all local exchange company inside wire 
maintenance services in a §120 . 57(1) proceeding (with full 
discovery rights to all parties) and determine whether these 
services &re subject to effective competition. As it stands now , 
the Commission has allowed the regulated rates of the largest local 
exchange companies to be set too high in recent rat e proceedings , 
refuses to place revenues subject to refund, and allows these 
compan ies to keep profits from inside wire maintenance activities 
in excess of a reasonable profit level -- all to the detriment of 
the customers of regulated services . 

STAFF' S BASIC POSITION: For purposes of this Prehearir,g Order , 
Staff is no t proposing a basic position. Staff ' s pos i tions on the 
issues are preliminary and based on materials filed by the parties 
and on discovery . The preliminary positions are offered to assist 
the parties in preparing for the hearing . Staff's final positions 
will be based upon all the evidence in the r ecord and may differ 
from the preliminar y positions . 

VI. ISSUES AND POSITIONS 

ISSUE 1 : What is t he appropriate definition of cross-
subsidization , as contained in Section 364 . 3381 , Florida Statutes? 

AD HOC'S POSITI ON : Ad Hoc adopts FIXCA ' s position on this issue . 

AT&T • s POSITION: Cross- subsidization, as addressed in Section 
364.3381 , Florida Statutes, contemplates a situation where 
investments and/or expenses associated with the provision of a 
competitive service are inappropriately borne by monopoly 
ratepayers . 
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CENTEL'S POSITION: Cross-subsidization, for purposes of Section 
364 . 3381, Florida St atut es, should be defined as the support of a 
l ocal exchange company ' s (LEC ' s) effectively competitive services 
whose prices do not cover total incremental costs with revenues 
from the LEC ' s monopoly services. 

FCTA'S POSITION: The appropriate definition of cross
subsidization, as contained in Section 364.3381 , Florida Statutes , 
consists of business conduct or activities by a monopoly 
telecommun ications services provider wherein the monopoly business 
provides any benefit to its competitive business for which the 

monopoly and its r atepayers are not fully compensated by the 

competi tive business ; where t he monopoly bus iness provides any 
benefit to its competitive business tha t it does not p r ovide to 
competitors; or when the monopoly business provides any benefit to 
its compet i tive business under more favorable te~ms a nd conditions 
than i t provides to a competitor. 

FIXCA'S POSI TION: In the context of Section 364 . 3381, cross
subsidization occurs when a service fa ils to recover an a ppropriate 
allocation of the local telephone company ' s accounting cost s (i.e., 

as calculated using the company ' s intrastate i nvestme nt and 
expenses). 

FPTA'S POSITION: Pursuant to chapter 364, cross-subsidization is 

appropr iately defined as a nv activity on the part of the LEC 
monopoly involving a competiti ve service that works to the 

detriment of the LEC ' s monopol y r atepayers. Cross- subsidy and/or 
a nticompetitive behav i or exists whe never t he regulated LEC provides 
a benefit to its own competitive business that it docs not provide 
to other telecommunications competitors , or if the regulated 
monopoly provi des any service to itself under more favorable rates, 
t erms a nd conditions than provided to competitors . 

GTEFL • s POSITI ON: The appropriate definition of cross

subsidization to uti l ize is that definitior contained in accepted 

economic literature and relevant a ntitrust opin ions. Cross

subsidization is defined by GTEFL as the pricing of some services 
above their incremental costs in order to allow other products sold 

by the same firm to be priced below their incremental costs of 
productio n . It is the comparison of price with inc remental cost 
which is t h e valid determinant of the presence of cross- subsidies. 

Cr oss-subs ; dizat ion unequivocally does not include such 
matters as price discrimination, levera ging of economies of scope 
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a nd scale , barriers to entry, above cost affiliate transactions, 
alternative services earning different rates of return and other 
such matters . These items may be relevant to issues perta ining to 
the overall competitive atmosphere in which a service is offered; 
however, they are not relevant in any manner, shape or form to 
whether cross-subsidization is occurring. 

An analysis of Chapter 364 demonstrates that the foregoing 
position is correct. In Section 364.01(3) (d) Fla . Stat . (1991) , 
the legislature indicates that the Commission is to prevent 
anticompetitive behavior while explicitly ident i fying cross
subsidization as a separate category . If the legislature had 
intended to apply a broader meaning to the term " cross
subsidization" it would not have been named as a specific term, but 
rather , would have been included in the generic context of anti
competitive practices. 

MCI ' S POSITION: No position for purposes of this Pr0h0aring Order . 

SOUTHERN BELL 'S POSITION: A cross subsidy exists when the revenue 
caused by the provision of a particular segment of the firm 1 s 
output is exceeded by the incremental cost of producing that 
segment of the firm ' s output . 

UNITED's POSITION: Cross-subsidization is not defined in the 
statute . One can infer from r eading the statute hO\vever, that 
cross-subsidization is the use of subsidization by a local exchange 
telecommunications company from rates paid for monopoly s e rvices to 
price a competitive service below its cost . 

OPC'S POSITION: Cross-subsidization may be defined as the transfer 
of costs from competitive operations to r egulated operations or the 
lack of appropriate compensation, where warranted, from competitive 
operations to the regulated operations. 

STAFF's POSITION: Once a service is : ound to be effectively 
competitive in accord with the provisions of Section 364.338 , the 
cross- s ubsidization restraints of Section 364 .3 381 become 
operative. Cross-subsidization exists whe n effectively competitive 
services are priced below their relevant costs , and the resulting 
revenue shortfall is recovered through the rates for monopoly 
services . 
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ISSUE 2: How can the presence or absence of cross-subsidization be 

detected? 

AD HOC'S POSITION: Ad Hoc adopts FI XCA ' s position on th i s issue . 

AT&T 'S POSITION: Detection of the presence or absence of cross
subsidization , as defined in Section 364 . 3381, would require the 
identification of the costs (investments and expenses) associated 

with the provision of competitive services. To the extent tha t it 

is demonstrated that these costs are not being borne by monopoly 

ratepayers, then cross-subsidization, according to the statute, 

would not exist. 

CENTEL'S POSITION: The presence or absence of cross-subsidization 

can be detected by determining whether the J cc ' s effectively 

competitive: service generates revenues greatet than the t otal 

i ncremental costs of offering the service. 

FCTA'S POSITION: The presence or absence of cross-subsidization 

can be detected by comparing the price of services to the cost for 

provi ding s uch serv ices , and further by comparing the prices and 

practices of the monopoly service provider when making available 

services or benefits to its own competitive business in cow?arison 

to what it offers the same monopoly services or benefits to the 

other compet i t ive service providers. Further cross-subsidy can be 

d e t ect ed by determining whether or not the monopoly provider pays 

in e xcess of market price for goods and services received from its 

own competitive operations or on purchases from affiliated 

companies, and when i t is determined t hat a competitive service or 

activi ty does not bear its appropriate share of the costs, 

including prorata overhead, when offered by a monopoly servi ce 
prov i der . 

FIXCA 'S POSITION: The existence of cross-subsidization (as 

contemplated by Section 364.3381) can be detected by a compa rison 

of a service ' s revenues to its aggregate coscs (as ca l culated using 

a cost allocation methodology as required by Section 364 . 3381 . ) 

FPTA'S POSITION: The presence o f cross-subsidization can best be 

d e t ected by requirin g t h e LEC mono poly to deal at arm ' s length wi t h 

its compe titive operations. It is f u r ther necessary for the LECs 

to provide the Commission with adequate cost information for the 

protections to ratepayers and competitors provided in chapter 364 
to be implement~d . 
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GTEFL ' s POSITI ON: Cross-subsidization of monopoly services by 

effectively compet itive services can be detected by comparing a 

product ' s price to its causally related incremental cosc . An 

incremental cost study methodology is required to determine t he 

issue of cross-subsidy relative to the prices being charged . This 

approach has been accepted by the antitrust courts . MCI 

Communicat ions v. American Telephone and Telegraph Company, 708 

Fed . 2d 1081 (7th Cir. 1983), cert. denied 464 U.S. 891 (1983) . In 

such case, the Court stated as follows : 

MCI's argument presumes the customers of monopoly 

services will have to pay higher prices if AT&T prices 

below FDC (fully distributed cost) in markets where 

competition is present . (citations omitted) such 

arguments, ignore the nature of cost and revenues in a 

multi-service enterprise . AT&T ' s unattributa b le overhead 

costs do not increase when AT&T offers a new service, nor 

do they decrease when a service is discontinued . When a 

multi- product flrm prices a competitive service above its 

long- run incremental cost, no cross-subsidy can occur 

because the additional revenues produced exceed all addi 

tional costs associated with the competitive service and 

provide a contribution to the unallocable common cost 

otherwise borne by the fi rm' s existing customers. 

MCI' S POSITION: No position for purposes of this Prehearing Order . 

SOUTHERN BELL' S POSITION: The appropriate test for determining 

which services are receiving cross subsidies is the total 

incremental cost test. Under this test , · a cross subsidy exists 

when the total incremental revenue generated by a service is less 

than the total incremental cost of the service . 

UNITED 'S POS I TION: The presence or absence of cross-subsidization 

can be detected by comparing a company ' s total revenues for all 

competitive services subject to the jurisdic .ion of the Commission 

to the total direct incremental costs for the same services . When 

the total competitive revenues equal or exceed the total direct 

incremental costs, no cross-subsidization as defined in Section 

364.3381(1) exists. 

If a telecommunication company has more than one competitive 

service, the important point is that monopoly services do not 

cross-subsidize competitive services . For example , assume a 

company offers three services; A, B and C; w.i.th A and B being 
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competitive ser vice offerings and C being a monopoly ser vice 
offering. A may be priced below direct incremental cost while B is 
priced above its direct incremental cost . As long as A and B in 
the aggregate cover their direct cost , neither is subsidized by c , 
and t he compa ny is in compliance with 364.3381(1} . 

OPC'S POSI TION: Both the long -run incremental cost and stand-alone 
cost of the service should be reviewed . 

STAFF's POSITION: The presence of cross-subsidization c :=t n be 
determined by compar i ng the revenues generated from a service with 
t h e costs of providing the service (or, equivalently, a service ' s 
price(s) with its unit cost(s)) . 

ISSUE 3: Does the detection of the presence or ~bsence of cross
subsidization require a cost standard? If s o , wha t is the 
appropriate cost standard? 

AD HOC'S POSITION: Ad Hoc adopts FIXCA ' s position on this issue. 

AT&T'S POSITION: Yes . The appropriate cost standard is that set 
forth in AT&T ' s response to Issue 8 . 

CENTEL'S POSITION: Yes . The detection of the presence or absence 
of cross- subsidization requires a cost standard. The appropriate 
cost standard is total incremental cost. 

FCTA'S POSITION: Yes . Fully distributed cost methodology is the 
appropriate standar d . 

FIXCA'S POSITION: Yes. The appropriate cost standard would be 
based on a service ' s cost based on an allocation of the firm ' s 
accounting costs as determined by t he Commission . 

FPTA ' S POSITION : Yes . Section 364 . 2381 , Florida Statutes , 
requires the LEC to segr egate all of its intrastate investments and 
expenses i n accordance with a Commission - approved cost methodology 
which: (1) ties bac k to the books a nd records of the company, a nd 
(2) properly allocates investment and expense for all monopoly 
services and each competitive service . Thus, the appropriate 
s tanda rd is an embedded, fully distributed cost approach . 

.--
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GTEFL'S POSITION: Yes . The appropriate cost standard to utilize 

is incr emental cost based on accepted economic literature and 

a ntitrust court decisions . 

MCI'S POSITION: No position for purposes of this Prehearing Order . 

SOUTHERN BELL 1 S POSITION: A cost standard i s required for the 

detection of the presence or absence of cross subsidization . The 

appr opri ate cost to be used according to the total incremental cost 

test is t he i ncremental cost of t h e e ntire service, where the 

service is defined as tha t portion of the firm ' s output to which 

the tested price or tariff appl ies . 

UNITED 'S POSI TI ON: Yes. The test relied upon by economists and 

legal authorities to detect cross-subsidizn tion is long run 

incr emental cost. The seminal case of MCI c ommunications v . 

American Tel . & Tel. Co, 708 F . 2d 1081, 1123-24 (1983 ), cites both 

legal a nd economic authorities and concludes that a long run 

i ncremental cost test is the appropriate test for cross-subsidies. 

The MCI case is a predatory pricing case, but it specifically 

addr esses the allegation of AT&T " subsidizing its competitive 

serv ices with revenues derived from service s in which it retains a 

monopoly. " (atp . 1123) Section 364 . 338(1) alsoaddressedp.1:edatory 

p r icing and cross-subsidization , and states in part that : 

It is the legislative intent that, when the commission 

finds that a telecommunications service is effectively 

competitive, market conditions be allowed to set prices 
so long as predatory pricing is precluded, monopoly 

ratepayer be protected from paying excessive rates and 

charges , and both ratepayers a nd competitors be protected 
from regulated telecommunications services subsidizing 

competitive telecommunications services . [emphasis addedJ 

OPC' S POS I TION: Both long-run i ncrement 1 cost and stand-alone 

cost of the service should be r eviewed . To the extent that a 

competi t ive service may be priced at less than stand-alone cost, it 

is possible only because of efficiencies which exist because there 

is a monopoly network . 

Before a service is unregulated, some compensation must be 

made to monopoly r atepaye rs for those efficiencies. In addition , 

some al l ocatioll of common overheads must be made. 
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STJ\FF'S POSITION: Yes . Incremental cost is the proper cost 

benchmark against which to determine the presence or absence of 

cross-subsidization . 

ISSUE 4: As used in Section 364.3381 , Cross-subsidization, what 

specific types of behavior are c onsidered to constitute " c r oss

subsidization" ? Specifically, should cross- subsidy be understood 

in a na rrow sense (a function of the relationship between pri~e and 

cost) or a broad sense (to include various other forms of 

anticompetitive behavior)? 

1\D HOC'S POSITION: Ad Hoc adopts FIXCA 1 S position o n this issue. 

1\T&T 'S POSITION: Cross- subsidization addresses J particular type 

of anticompetitive behavior--specifically a beha vior that wou ld 

recover a portion of the cost associated with the provisioning of 

a competitive service through rates charged for monopoly services. 

Prohibitions against other types of a nticompetitive behavior are 

covered i n other parts of the statute . 

CENTEL'S POSITION: Cross- subsidy should be understood in a narrow 

sense; namely, the relationship between revenues anC total 

incremental cost . The other forms of anti - competitive behavior to 

be prohibited are adequately addr essed elsewhere in Chapter 364 and 

the federal and state statutes governing business dealings, 

incl'.lding the antitrust laws . These forms of anticompetitive 

behavior are too numerous to list and are not , in any event , 

relevant t o this proceeding . 

FCTJ\'S POSITION: Specific types of behavior constituting "cross

subsidization" include the following : 

* Cross s ubs i dy occur s when losses incurred from competitive 

services are f inancially s ubsidized ':hrough funds from the 
monopoly ratebase and operations . 

* Cross subsidy occurs when the monopoly provides service to its 

company 1 s competitive services under terms and conditions more 

favorable than those services provided to other companies 

providing the competitive service . 

* Cross subsidy occurs when the monopoly provides service to its 

company 1 s competit ive serv ices t hat the monopoly will not 
provide to other competitors. 



ORDER NO. PSC- 93-034 4- PHO- TP 
DOCKET NO. 910757- TP 
PAGE 21 

* Cross subsidy occurs when the monopoly pays in excess of 

market price for goods or services received from its own 

competitive operations, or on purchases from affiliated 

companies. 

* Cross subsidy occurs when a service or activity does not bear 

its appropriate share of the costs, including prorata 

overhead, of providing the service or activity and those costs 

are instead covered by revenues rece1ved from monvpoly 

services or activities. 

The policies of the Commission in prohibiting anti-competitive 

behavior should be understood in a broad sense and are enumerated 

as such i n Section 364.338(1), Florida Statutes . 

FIXCA'S POSITION: Cross-subsidy as defined in Section 364 . 3381 

concerns the relationship between a service ' s pr i ce and cost. 

Other anticompetitive behavior such as denying competitors 

necessary access to the LEC ' s essential network -- are generally 

prohibited under the statute ' s r e quirement that the LEC ' s rates be 

just and reasonable (Chapter 364.03, Florida Statutes) and its 

practices non-discriminatory (Chapter 364 . 10, Florida Statutes) . 

FPTA' S POSITION: 
occurs when : 

Cross- subsidy andjor anticompetitive be havior 

1. Losses incurred from comr etitive services are fina ncially 

subsidized through revenues from monopoly services 

(cross-subsidy) . 

2 . The LEC monopoly pays in excess of current fair ma rket price 

for products or services received from its subsidiaries , or 

from affiliated companies (cross- subsidy) . 

3. ALEC competitive service does not bea - its appropriate share 

of the costs of providing the service, including a pro rata 

share of overhead, a nd those costs are instead covered by 

revenues receive d from monopoly services (cross- subsidy) . 

4. The LEC monopoly provides service to its own c ompetitive 

activity under rates, terms, and conditions more favorable 

than those services are provided to other companies offering 

similar competitive service (anticompetitive behavior). 
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5. The LEC monopoly provides services to its own competitive 
services that the monopoly wi ll not provide to other c ompanies 
(anticompetitive behavior) . 

The term "c ross-subsidization" , as used in chapter 364, 

Florida Statutes, should be defined to include more than strictly 
economic cross- subsidy . A close reading of the statute as a whole 
reveals the legislative intent to protect ratepayers and 

competitors by requiring the Commission to ensure against all forms 
of cross-subsidy. 

GTEFL' s POSITION: The only type of behavior vlhich conf'titutes 
cross- subsidization under Section 364 . 3381 is pricing some services 
above their incremental costs i n order to allow other services sold 
by the same firm to be priced below their i r...: remental costs. 

Please see the Company's response to Issue No. 1 . 

MCI'S POSITION: No position for purposes of this Prehearing Order . 

SOUTHERN BELL'S POSITION: Cross s ubsidization should be understood 

as a function of the relationship between price and cost . It 
should not be confused with other forms of anti- competitive 
behavior and the term s hould not include a ny other forms cf anti

competitive behavior. 

UNITED'S POSITION: Cross- subsidization, as used in 
364 . 3381, should be interpreted in the narrow sense a s a 
of prices and costs . The text of Section 3 64 . 3 3 8 1 ( 1) 
provides t his direction . 

Section 
function 
clearly 

OPC ' S POSITION : Cross-subsidy should be considered in the broad 

sense. The Commiss ion should be concerned not only with the 
relationship between price and cost , but also with a ny actions 
which might prevent or preclude equal access to those competitive 

markets which have been approved by the Cor~ission . 

STAFF'S POSITION: I n the context of Section 364 . 3381, cross
subsidization is properly interpreted in a narrow sense, in terms 
of a service ' s relationship between price and cost . However, 
although in Section 364 . 3381 cross- subsidization is not synonymous 
with a nticompetitive behavior, staff would note that Section 
364 . 01(3 ) (d) refers to anticompetitive behavior and provides that 

the Commission should " e nsure that all providers of 
telecommunications services are treated fairly, by preventing 
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a nticompetitive behavior and eliminating unnecessary regulatory 
r estraint. " 

ISSUE 5: I s there a distinction between the terms "effectively 
competit ive ," " subject to effective competition ," and " competitive" 
as used i n Chapter 364? (LEGAL) 

AD HOC'S POSITI ON: Ad Hoc adopts FIXCA ' s position on this issue. 

AT&T' S POSITION: No . 

CENTEL 1 S POSITION: No. 

FCTA • S POSITION: Yes. The terms "competitive" , " effectively 
competitive", a nd " subject to effective compe tition " are not 
int erchangeable terms as they appear in Chapter 364 and to use them 
i nterch a ngeably presumes that the Legislature i ntenctnd no purpose 
for the selection of the different language in the different 
sections of the law . Such assumption violates a basic test of 
statutory construction enumerated by Florida Supreme Court i n 
Vocelle v. Knight Bros . Paper Company, Inc., 118 So. 2d 664, 667 
(Fl a . 1st DCA 1960) (emphasis supplied), as follows: 

Every statute must be construed as a whole and the 
l egisl ative intent determined , if i t be possible, from 
what is said in the statute. If the language of a 
statut e is clear and not entirel y unreasonable or 
illogical i n i ts oper a t ion, the court has no power to go 
outs ide t h e statute i n search of excuses to give a 
d ifferent meaning to words used in the s tatute . ~ 

statut e s hould be so construed as to give a meaning to 
every word and phrase in it and , if possible, so as to 
avoid t he necessit y of going out side the statute for aids 
to cons t r uction. 

FIXCA 'S POSITION: Yes . 

FPTA • s POSITION: Yes . "Effective competition" relates to services 
experi e ncing true and fair competition between two or more 
providers of a functionally equivalent service pursuant to the same 
terms and conditions . 

The t e r m " subject to effect ive competition" means that a 
particular service has the potential to become effectively 
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competitive. It denotes a lesser state of competition which does 
not r ise to the level of effective competition but can become 
effectively competitive if given the chance. 

" Competitive" services refer to a broad range of services for 
which there is some competition . Thus , all " effectively 
competitive" services, all services "subject to effective 
competition" and even some "monopoly" services fall under this 
umbrella term. 

GTEFL'S POSITION: No . The terms " competitive" and "effectively 
c ompetitive " are used synonymously in regard to the provision o f 
LEC services. The t erm competitive may have other meanings when 
not used in association with LEC telecommunications services. 

A comprehe nsive analysis of Chapter 364 requires the observa
tion that the t e r ms " competitive" and "effectivel y competitive" 
have been used in the chapter for certain specific r e asons and that 
t h ey may not be synonymous in all uses throughout the Chapter . 
However, it is quite clear that the two terms are used s ynonymously 
as they pertain t o the regulation of LEe - provided telecommunica
tions services. Quite simply, there is competition by non-LEC 
providers and then there is that level of competition desinnated as 
" effectively competitive" which justifies a c hange in how the 
service is regulated for the LEC . This latter category only has 
significance when a change in the traditional manner of regulating 
t he LEC is deemed necessary t c meet the legislative intent of the 
chapter. If a change is found to be appropriate, then - and only 
then -do the cross- subsidization provisions of Section 364 . 3381 
t ake effect . 

It is GTEFL 1 s opinion that while the Legislature granted the 
Commission a wider scope of authority to regulate certain competi
tive aspects of the telecommunications industry than previously 
exi sted i n the old Chapter 364, t hat this Jrant of authority is not 
all e ncompassing. The Commission must contro l the continuing 
emergence of all aspects of the competitive telecommunications 
e nvironment in Florida to ensure that any increase to the existing 
levels of competit i on benefits the public by making modern and 
adequate tel ephone services available at reasonable prices. 

In making the foregoing grant of jurisdiction, the Legislature 
saw fit to inr;lude specific legislative intent in Section 364 . 01 
which places a basic parameter on the Commission •s actions , to wit: 
the Commission •s exclusive jurisdiction must protect the general 
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welfare by insuring that basic telecommunications services are 
available to all residents of the state at reasonable and afford
able prices and that competition will be e ncouraged only if it 
benefits the public by making modern and adequate telecommunica
tions services available at reasonable prices. If the Commission 
deems that competition is appropriate, then it must insure that all 

providers of telecommunica tions services are treated fairly and 
that the regulatory treatme nt of the local exchange carrier (LEC) 
may be modified if so doing does not reduce the availability of 
adequate basic local exchange service to all citizens of the state 

at reasonable and affordable prices . 

Chapter 364 then goes on to specify how the foregoing legisla
tive intent should be carried out in the exercise 01 the 
Commission • s administrative discretion and expertise . In this 
regard, of particular importance is the defin i tion of monopoly 
service which is set forth in Section 3 64. 02 ( 3) . Said section 
defines monopoly service as follows : 

Monopoly means a telecommunications service for \vhich 
there is no effective competition , either in fact or by 
operation of law . 

Service is defined in Section 364.02(6) to be considered in its 
broadest and most conclusive sense. 

Therefore, after expressing a general legislative intent tha t 

competition should be pursued if it produces benefits to the 
public, the legislature immediatel y gives the Commission concrete 
direction as to what the word competition or competitive means in 

se~tion 364.02(3) which pertains to LECs . That specific direction 
is a ll services which are not subject to effective competition are 
monopoly services . 

Section 364 . 338 gives a further statement of legislative 
intent regarding effective competition as fol lows : 

It is the legis lative intent that, where the Commission 
finds that a telecommunications service is effectively 
competitive, market conditions be allowed to set prices 
so long as predatory pricing is precluded 1 monopoly 
ratepayers be protected from paying excessive rates and 
charges 1 and both the ratepayers and competitors be 
protected from regulated telecommunications services 
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subsidizing competitive telecommunications services . 
(Emphasis added) . 

The Legislature then goes on to state in the subsections of 
Section 364 . 338 that in determining whether a specific service 
provided by a LEC is subject to effective competition that the 
Commission must consider the following factors: 

(a) The effect, if any, on the maintenance of basi c local exrhange 
telecommunications service . 

(b) The ability of consumers to obtain functionally equivalent 
services at comparable rates, terms, and conditions . 

(c) The ability of competitive providers in the relevant 
geographic or service market to make funct ionally equivalent 
or substitute services available at competitive rates, terms, 
and conditions . 

(d) The overall impact of the proposed regulatory change on a 
continued availability of existing services . 

(e) Whether the consumers of such service would receive a n 
identifiable benefit from the provision of the service on a 
competitive basis . 

(f) The degree of regulation necessary to prevent abuses or 
discrimination in the provision of such service. 

(g) Such other relevant factors as are in the public interest. 

If the Commission finds that a particular service meets all of 
the foregoing criteria and is subject to effective compet i tion, 
then the Commission may exempt the service from some of the re

quirements of Chapter 364 and prescribP- different regulatory 
requirements than are otherwise prescribed for a monopoly service . 

This differe nt regulatory treatment includes the requirement that 

if the service is provided as a part of the regulated Company that 
sufficient safeguards shall be implemented to insure that the rates 

for monopoly services do not subsidize competitive services . 

Thus, the determination under Section 364.338 that a LEC 
service is subject to effective competition engages the cross
subsidization provisions of Section 364.3381. Until such a 
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determination i s made pursuant to the prov isions of 364 . 338 , the 

provisions of 364.3381 have no applicability . 

The foregoing discussion demo nstrates that Chapter 364 

contains two different aspects of compe t i t ion . Firs t, the 

Commission has a general dir ective to further competit ion i f it is 

in t he public ' s best interest . Obvi ously, the grant of IXC, PATS 

a nd AAV c ertificates i ndicate compe titive services and e ntities are 

oper ating in Fl or i da . The terms " monopoly service" and "effective

ly competitive" do not r elate to this aspect of regulation in 

Florida . Effective competit ion becomes a considerat i o n whe n 

traditional regulation is to be modified for the regulat e d LEC for 

that particular service . It is only this latter step that engages 

the cross- subsidization rules . There is no other option under this 

statute . 

MCI'S POSITION: No position for purposes of this Prehear i ng Order. 

SOUTHERN BELL 1 S POSITION: There is no d istinction between the 

terms " effectively competitive " , " s ubj ect to effective 

competition ," a nd " compet i tive" as used in Chapter 364 . The 

Commission has a lready considered this i ssue a nd affirmed this 

i nterpretation when it accepted the Staff ' s recommendat ion on this 

issue on December 14, 1992, in Docket No . 920255- TL and 910590- TL . 

UNITED'S POSITION: No . Section 364 . 02(3) defines monopo ly 

services as follows: "' Monopoly service ' means a 

t elecommunications service f or wh i ch there is no effective 

c ompetiti on , eith e r i n fact or by operation of law. " The 

defin ition is clear and concise . The definition precludes any 

c ategories of service othe r tha n monopoly service a nd service for 

whic h effective competition ex i sts . 

Un ited i nterprets the wor ds "effectively competitive " and 

"effective competition" as use d in the phrase " subject to effective 

competitio n " and "competitive" t o mean th• same thing . The words 

" subject to" used before "effective competition " have no effect on 

the mean ing of the phrase , nor o n the process established by 

Sect i ons 364 . 02(3) and 364.338, but merely apply the phrase 

"effecti ve compe tition. " 

OPC'S POSITI ON: No position for purposes of this Prehearing Order . 

STAFF'S POSITION: No . 
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ISSUE 6: Does the application of the provisions of 364 . 3381 first 
require a determination that a service is effectively competitive , 
pursuant to the provisions of 364. 338? If not, what criteria 
should be used to identify those services subject to the provisions 
of 364 . 3381? 

AD HOC'S POSITION : Ad Hoc adopts FIXCA ' s position on this issue . 

AT&T'S POSITION: The provisions of pa ragrapl . ( 1) and paragraph ( 2) 
of Section 364.3381 clearly apply to the issue of cross
subsidization between competitive and monopoly services. Assuming 
that all regulated LEC services are monopoly provided services 
unless otherwise determined by the Commission, then a determination 
that a service is competitive pursuant to the provisions of 364.338 
would be required to invoke the applicability of these paragraphs. 
Paragraph (3 ) of Section 364.3381 deals with the relationship 
between regulated and unregulated services and does not seem to be 
dependent upon the provisions of Section 364.3 38 . 

CENTEL ' S POSITION: Yes. 

FCTA' s POSITION: No . The criteria to identify the services 
subject to the provisions of 364 . 3381 is an iss ue of fact and a 
simple determination that others are providing services that are 
provided by a monopoly provider. 

FIXC.i\ 1 S POSITION: No. Any "comoetitive service" is subject to the 
cross-subsidy protection required by Section 364 . 3381. Competitive 
services are those services that are offered by both the local 
telephone company and at least one other provider . It is not 
necessary that these services be " effectively competitive " as that 
term is used in Section 364 . 338 to be protected from cross-subsidy 
behavior . Indeed, if that were the case, the statute would be 
internally inconsistent and absurd on its face in that a service 
would need to become effectively compe~itive before it was 
protected from the very cross-subsidization that the LEC could use 
to preclude competition . Similar ly, a LEC would be permitted to 
cross- subsidize servi ces wherever such cross-subsidization could be 

expected to be successful to prevent effective competition from 
developing . 

FPTA'S POSITION: No . Section 364.3381 applies to "competitive" 
services regardless of whether each service also meets the criteria 
of an effectively competitive service . If a service is offered by 
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one or more providers pursua nt to the same or equivalent rates , 
terms, and conditions, the provisions of section 364 . 3381 apply . 

GTEFL'S POSITION: Yes. Please see the Company ' s response to Issue 
No. 5. 

MCI'S POSITION: No position for purposes of this Prehearing Order . 

SOUTHERN BELL 'S POSITION: The application of the provisions of 
Section 364 . 3381 first requires a determinat1on that the service is 

effectively competitive . This determination is made pursuant to 
the provisions of Section 364.338 . 

UNITED'S POSITION: Yes. If a service has not been found to be a 
competitive service, it is by definition, Section 364 . 02 (3), a 
monopoly service. Section 364 . 3381 addresses cross- subsidies 

between competitive and monopoly services; thus, a service or 
services must first be determined to be competitive oe fore Section 
364 . 3381 is applicable . 

OPC'S POSITION: A determination about the existence of effective 
competition must be made. 

STAFF 'S POSITION: Yes. 

ISSUE 7: Section 364 . 01(3) (d), indicates that the Commission 
should prevent anticompetitive b2havior in order to ensure that all 
telecommunications providers are treated fairly . Other than cross
subsidization, which is explicitly identified in the statute, are 

there identifiable forms of anticompetitive behavior that the 
Commission should prohibit? If so, what are they, what 
r estrictions are appropriate, and how should a ny r estrictions be 
implemented? 

AD HOC'S POSITION: Ad Hoc adopts FIXCA 1 s F~sition on this issue. 

AT&T'S POSITION: Yes. The Commission must prohibit the LECs from 
utilizing their monopoly position, with respect to the provision of 
local exchange services , in a manner that would distort, 

manipulate , or otherwise unfairly influence the development of 
related competitive markets. To prevent such anticompeti ti ve 
behavior , the Commission must ensure that all monopoly services are 
provisioned in a manner that is : 
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1) sufficiently unbundled so as not to force customers to 
purchase elements or services that they do not want or des i re , 

2) absolutely unbundled from the provision of competitive 

products/services to remove the opportunity for unfairly 
influencing the competitive market through discriminatory 

provisioning or pricing of a monopoly service , and 

3) generally universally available at like t erms and 
conditions to all customers at prices wh ich reflect the underlying 

costs of providing the particular services . 

These guidelines, which a re generally consistent with the pure 
concepts of Open Network Architecture (ONA), will guard against the 

potential for discriminatory provisioning (with respect to both 
price and availability) and promote the development of competition 
in related competitive markets . 

CENTEL'S POSITION: See Central Telephone-Florida ' s Position on 
Issue 4. 

FCTA'S POSITION: Yes . 

FIXCA' S POSITION: The Commission should clearly prohibit other 
forms of anticompetitive behavior . Establishing an exhaustive list 

of such behavior is not possible ; but there are at l east two major 
categories of such behavior whic~ would include: 

Obtaining a necessary monopoly input (such as access) at a 
"cost" less than the t ar i ffed price that t he input is made 
available to its rivals . 

Denying competitors the use of its monopoly ne twork on the 

same terms a nd conditions that the LEC uses to provide a 
competitive service. 

In the context of interexchange service, necessary 
restrictions to prevent s uch anticompetitive behavior would include 
opening the 1+ intraLATA ma rke t to competition, requiring the local 

telephone company to obtain access a t t ariffed access c harges, and 
the establishment of an 11 interexchange service cost" that would 
include all the direct costs of providing intcrexchange service 
(marketing , advertising, sales costs , etc ... ) plus an allocation 
of the company ' s common costs as required by Section 364 . 3381 . 
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FPTA'S POSITION: Yes . Other identifiable anticompetitive 
behaviors c an be summarized as follows : 

1 . predatory pricing practices; 

2 . business practices where monopoly ratepayers are required 
to pay e xcessive rates and charges; 

3 . business practices which would make monopoly services 
available on a discriminatory basis; 

4. business practices which are unjust, unreasonable, unduly 
preferential, or in any manner in violation of law; 

5. business practices which provide equipmen t , facilities or 
s e rvice which is inadequate, inefficir.>nt, improper or 
insufficient ; 

6 . business practices which provide an undue or unreasonable 
preference or advantage . 

Under certain factual circumstances, the above practices may 
also r esult in cross-subsidization . 

Appropriate restrictions include, pursuant to section 364 .338, 
r e quiring that LEC services which are effectively competitive or 
subject to effective competition be offered pursuant to a fully 

separate subsidiary. As a les~ desirable alternative to a fully 
separate subsidiary, the Commission may implement accounting 
safeguards. Finally , the Commission must implement reasonable 
safeguards to ensure that, pursuant to section 364. 338 ( 6 ), the LECs 
give no undue preference or advantage in access to local network 
facilities either to a LEC competitive service or a n individual 
competitor ' s service . 

GTEFL ' s POSITION: The Commission s hould pre hibi t predatory pricing 
(price below incremental cost) by every carrie r in Florida . Beyond 
the foregoing specific item, the broad term "anticompetitive 
behav ior" and the restrictions placed thereon would be required to 
be determined on a service-by-service, company-by-company basis . 
That which may be objectionable in one instance may not be relevant 
or of significance in another situation. 

MCI'S POSITION: No position for purposes of this Prehearing Order . 
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SOUTHERN BELL ' S POSITION: Cross subsidization is the only form of 

anti-competitive behavior that has been identified by the 

Legislat ure in Chapter 364. Thus, it is unclear whether there are 

any other forms of anti-competitive behavior that Chapter 364 

authorizes the Commission to prohibit . If a party believes that 

"anti-competitive" behaviors are occurring, the Commission 1 s normal 

complaint process is available as a remedy . 

UNITED ' S POSITION: No, there are no specificall y identified f orms 

of anticompetitive behavior which the Commission should prohibit . 

However, anticompetitive safeguards are identified in Section 

3 64. 338 ( 3) (b) 3 . regarding the Commission 1 s respons ibilities related 

to services subject to effective competition. Section 

364.338(3) (b)3 states: 

When ~uthorizing different r egulatory requirements 
pursuant to subparagraph (a)l . , t he commission : ... 3. 
Shall require that the competitive service be p4ovided 
pursuant to anticompeti ti ve safeguards, \>Jhich may include 
imputing the price of the monopoly services used in 
providing a competitive service as a cost of providing 
such service, or offering the tariff rates for s uch 
monopoly services separately and individually and on 3 

nondiscriminatory basis to all persons, including other 
telecommunication companies. 

OPC ' S POSITION: Other forms of anticompetitive behavior include 

predatory pricing, charging monopoly ratepayers excessive rates, 

the provision of monopoly services o n a discriminatory basis , and 

practices which are unduly preferential. 

STAFF'S POSITION: Yes. Section 364.338(1) prohibits predatory 

pricing. Like cross-subsidization, predatory pricing is prevented 

by ensuring that the price for a competitive service is not below 

its incremental cost. Staff believes that ~ctua l occurrences of 

predatory pricing are probably rare; accordin~ly, alleged instances 

should be evaluated on a case by case basis, in terms of the above 

pricejcost standard. Other than predatory pricing , at this time 

staff is not aware of other forms of anticompetitive behavior which 

s hould be prohibited. 

I SSUE a: Once the Commission has defined cross-subsidy and the 

type of services that are subject to the provisions of 364 . 3381, 

what actions should the Commission take: 
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AT&T'S POSITION : The Commission should ensure that the prices 

c harged for all services deemed to be competitive exceed an 

est abl ished price floor. The floor should be set at the 

i ncrementa l cost incurred i n providing t h e service and/or g r oup of 

ser v i ces. The i ncremental cost shou ld include the tariffed rate of 

a ny j a l l mo n opoly services used i n t he provision of the competit i ve 

servi ce . Further, the Commission should establish an allocation 

procedure to divide corporate overhead expense between the monopoly 

and competitive category to ensure that monopol y ratepayers are not 

unfairly burdened . 

The Commission must also ensure that the provision of monopoly 

services, which are used in conjunction with competitive services , 

is in accordance with the safeguards enumerated in AT&T ' s response 

to Issue No. 7. 

CENTEL'S POSITION: The Commission should ascertain whether the 

revenues from the effectively competitive services excec J the total 

incremental costs of the service . 

FCTA'S POSITION: Adopt a cost allocation methodology a nd other 

regulations to ide ntify and prevent authorized cross-subsidization. 

FPTA'S POSITION: The Commission should adopt an embedded , fully 

distribut ed cost methodology a nd other regulatio ns to identify and 

ensur e against cross-subsidy . 

SOUTHERN BELL'S POSI TION : It would be proper for the Commission to 

rely on a complaint process to determine whether any individual 

competitive service is priced below i ts proper incremental cost , or 

wh ether competitive services in the aggregate are not compensatory . 

No furthe r t esting beyond the complain t process need be required . 

I ncent ive regu lation as wel l as the market itself assures that 

cross subsidization i s not occurring in that both the market and 

incentive regu l ation provide the incentive fer a regulated firm to 

maxi mize its p r ofit s . 

UNITED'S POSITION: The Commission need only ensure that the 

revenues for the services cover the direct cost of the services . 

ISSUE Sa: How often and under what circumstances should the 

Commission require tests of specific services to ensure that the 

requirements of 364 . 3381 have bee n met? 
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AD HOC'S POSI TION: Ad Hoc adopts FIXCA ' s posi·:ion on this issue . 

AT&T'S POSITION: Price floors which contain the monopoly r ate 
comp onent should be adjusted any time the underlying tariff rate 
changes . AT&T has no position on the establishment o f other 
r equ irement s at t h is time. 

CENTEL' S POSITION: Once a service has been determined by the 
Commi ssion to be effectively competitive, the LEC should be given 
a fair opportunity to demonstrate that the revenues from the 
service wi l l exceed the total incremental costs of the service . 
Thereafter , the Commission should rely upon the competitive 
marketplace to govern prices . In the event there is a complaint by 
a competit or, or the Commission on its own questions the 
cost/revenue relati onship of any effectively competitive service, 
t h e Commission can require the LEC to demonstrate t !1at the revenues 
from the service exceed the services ' total increme ntal costs. 

FCTA' S POSITION: No position for purposes of this Prehearing 
Orde r . 

FIXCA'S POSITION: The Commission should establish service- specific 
cost estimates for each LEC in LEC-specif ic proceedings. For 
Southern Bell , the Commission should establish an "interex~hange 
ser vices" r evenue r equirement a t the conclusion of the present rate 
c ase . This step is a p r erequisite to granting Southern Bell 
addit i onal rate flexibility and is an alternative to requiring 
Southern Bell to establish a separate subsidiary for all of its 
competi tive services. 

FPTA' S POSITION: FPTA takes no position for purposes of this 
Preh earing Order . 

GTEFL ' S POSITI ON: I n the case of a new service, a showing should 
be ma de a t the t ime the t a r iff is submitted that the price of t he 
service exceeds its incremental cost at the level of output 
project ed . I n addit ion , t he i n cremental revenues generated by the 
service should cover the incremental cost of providing the service 
p lus a ny f i xed costs associated with the service and if the service 
is par t of a group of services, t ha t the individual service makes 
some posit ive contribution to covering the common cost of the 
group . I n the case of a major price change, appropriate analysis 
s hould be submitted to verify that the price being proposed or 
charged is greater t han or equal to the incremental cost of t he 
servi ce a t issue . 
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MCI'S POSITION: No position for purposes of this Prehearing Order. 

SOUTHERN BELL'S POSITION: It would be proper for the Commission to 

rely on a complaint process to determine whether any individual 
competitive service is priced below its proper incremental cost , or 
whethe r competitive services in the aggregate are not compensatory . 
No further testing beyond the complaint process need be required. 
Incentive regulation as we ll as the market itself assures that 

cross subsidization is not occurring i n that both the market and 
incentive regulation provide the incentive for a regulated firm to 
maximize its profits. 

At the time a service is determined to be subject to effective 
competition , it should also be checked for compliance with the 
requirements of Section 364 . 3381. The Commission ... hould allow t he 

LECs a period of time to bring , if necessary, a nc~ly determined 
effectively competitive service into compliance with Section 
364 . 3381 . Any subsequent analysis required by the Commission 

should only be on an as needed basis, such as that which might be 
required t o respond to a Commission complaint . 

UNITED'S POSITION: After the original determination of effective 
competition, the Statutes prescribe several avenues the Comm'ssion 
may follow . Based on the procedures then ordered , and the 
implementation of these procedures, normal auditing should be 
sufficient to satisfy that requirements have been met . A 
requirement which burdens the loc~ l exchange company with fre quent 

service specific cost s tudies places the local exchange company at 

a competitive cost disadvantage. 

OPC' S POSITION: Every four years , to coincide with the filing of 
MMFRs. 

STAFF'S POSITION: At this time, staff envisions two specific 

occasions when cross- subsidy tests would be appropriate . First, 
Chapter 364.035 ( 3) r equires large (greater than 100 , ooo access 

lines) local exchange companies t o file modified minimum filing 

requirements (MMFRs) wi th the Commission every 4 years, or 4 years 
after the previous MMFR filing, and small (fewer than 100 , 000 

a ccess lines) LECs to file MMFRs every five years. Tests to ensure 
tha t the requirements of 364 . 3381 have been met for effectively 
competitive services should be conducted in conjunction with these 
MMFR filings . Second , for new services , tests should be conducted 

at the time proposed tariffs for the effectively competitive 
service are filed . In addition to these general requirements, 
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cross - s ubsidy tests may be appropriate in various specific 
cir cumstances (e . g ., given a petition alleging the existence of 
c r oss- s ubsidization of a n effectively competitive service) which 
potentially are too numerous to identify at this time. 

ISSUE ab: Shou ld the Commiss i on establish accounting requirements 
for t hose services subject to the provisions of 364.338 1? 

AD HOC'S POSITION: Ad Hoc adopts FIXCA 1 s position on this issue . 

AT&T ' S POSITION: AT&T has no position on this issue for purposes 
of this Prehearing Order. 

CENTEL • s POSITI ON: No . It is premature for the Commission to 
est abli s h accounting requirements f or those services found to be 
effectivel y competitive . As the Commission gains experience with 
the stat utory s tandards to be followed for overs e e ing the provision 
of effectively competitive services, the Commiss i o n c a n adopt 
accounting requirements that will best fit a specific effectively 
competitive service . 

FCTA'S POSITION: Yes . 

FIXCA'S POSITION: Yes. 

FPTA'S POSITION: Yes . In order to comply with sections 
3 64 . 3381( 1) and (2) , a n embedded , fully distributed cost approach 
is necessary. 

GTEFL'S POSITION : No . The accounti ng structure used in Flori da is 
designed t o p r oduce financial d ata for regulatory repor ting 
purposes , not to track t he fi nancial performance of a service, 
product or group of products . If an accounting system is to be 
devel op e d on a product- ori e nted functiona l oasis, that t ask is 
b eyond t h e scope of t h is proceeding. GTEFL is of the opinion that 
no additiona l accounting requirements are appropriate or necessary . 
The i ncr emental cost approach is sufficient to guard against cross
s ubs i d i zatio n by a telecommunicat ions provider . 

MCI 'S POSITION: No position for purposes of this Prehearing Order . 

SOUTHERN BELL'S POSITION: No . The total incremental cost test is 
the economically correct method to determine whethe r cross s ubs idy 
exists . Beyond use of the t o tal increme ntal cos t t es t, there is no 
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need to create a costly additional administrative burden in the 
form of " accounting r equirements ." 

UNITED 'S POSITI ON: No , the Commission only needs to ensure that 

revenues for competitive services in the aggregate cover direct 
costs . No n ew accounting requir ements are required . If a service 
is found to be effectively competitive, and cost allocations are 
required for ongoing accounting purposes ; the cost allocation 
procedures a lready approved and in place should be sufficient . 

OPC 'S POSITION: Yes . However , fully separated subsidiaries offer 
greater protection against cross subsidization . 

STAFF 'S POSI TION : No . Under certain circumstances it may be 
appropriate for the Commission to mandate the implementation of 

accounting requirements for a given effecti"ely competitive 
serv ice. However , s t aff believes that it is prema ture to mandate 
generic accounting requirements for competitive ser vices because 
this action would preclude other options which, depenu ing upon the 
service and specifics surrounding its provision, might be 
prefer able . Accordingly, at this time the need to establish 
accounting requireme nts should be addressed on a case- by- case 
basis . 

ISSUE Be : Should the Commission prohibit local exchange companies 

(LECs) from offering services s ubj ect to the provisions of 
364.3381, without assuring that the requjremcnts of 364 . 3181 have 
been met? 

AD HOC'S POSITION : Ad Hoc adopts FIXCA ' s position on this issue. 

AT&T'S POSITION: Yes . 

CENTEL'S POSITION: No. Because of the fast moving nature of the 
t elecommunications marketplace, the Cornmi s~ ion should al low aLEC ' s 

effect ively competitive service to go into effect immediately, wit h 

the requirement that the LEC demons trate the absence of a cross
subsidy within a r easonable time frame, not to be l ess than one 
year . 

FCTA 'S POSITION: Yes. 

FIXCA' S POSITION: This requirement is unrealistic since the loca l 
telephone companies are today offering services that are subject to 
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Section 364.3381 without having demonstrated that its requirements 
have been met . Consequently , to prohibit the LEC f rom offering 

ser vices until this requirement is met would require that it 

withdraw f rom the market a number of services (including, f or 

inst a nce, all of its interexchange products) until the Commission 

could t est t h em for cross-subsidy . The Commission should, instead, 
rapidly initiate investigations for t he major LECs (be ginning with 

Southern Bell) to establish allocation methodologies for the major 

servic e categories (such as i nterexchange t o ll) . 

FPTA'S POSITI ON: 
mandatory. 

Yes. The language of section 364 . 3381 is 

GTEFL'S POSITION: No . Such a result is not only nonsensical it i s 

contrary to the specific provisio ns of Section 364 .3 38 which 

require t h e Commission or a party to initiate a c.cion to determine 
whether a service is effectively competitive . One result under the 

statute is t hat acti o n is never taken. 

MCI'S POSITION: No position for purposes of this Prehearing Order . 

SOUTHERN BELL' S POSITION: The requirements of Section 364 .3381 do 

not apply until a service has been determined to be subject to 

effective competition under the provisions of Section ..>6 4. 338 . 

After s uch a determinat i o n the Commission should assure at t hat 

point that the service meets the requirements of the Section 

364.3381. The Commission should allow the LECS adequate time to 

take any necessary action to be i n compliance with Section 364 . 3381 

after a finding of effect ive competition. 

UNITED's POSITION: No . The telecommunications marketplace is 

dynamic a n d evolving . Any procedure which would delay the offering 

of a new service until an effectively competitive finding was made 

would in essence deny the public access to new services and would 

d e ny the LECs the right to compete for new revenues. Neither the 

company nor the customer should be denied ; ervice opportunities to 

satisfy a lengthy review process . 

If a service is to be offered in the regulated environment, 

the FPSC has appropriate means now to require cost support for the 

prices and has t he option t o deny the tariff . If the service is to 
be offered in the non regulated environment, Commission approved 

accounting allocation procedures are already i n place . 

OPC'S POSITION: Yes. 
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STAFF'S POSITION: Yes. However , the local exchange companies 

should be afforded a reasonable timeframe, to be determined by the 

Commission but not to exceed one year, to meet the requirements of 

364.3381 for their effectively compet itive services. 

ISSUE Sd: Does the l anguage of the statute imply t hat cross

subsidy i s appropriate or acceptable in some cases and unacceptable 

or inappropriate in others? If so, under what circumstances is it 

to be judged acceptable or not? 

AD HOC 'S POSITION: Ad Hoc adopts FIXCA ' s position on this issue . 

AT&T • s POSITION: No. The statute is intended to prohibit all 

cross-subsidization of competitive services by monopoly services . 

CENTEL 'S POSITION: No. Except for 
monopoly services cross subsidizing 
services , the statute is neutral with 
subsidy is appropriate or inappropriate, 
in any other circumstances. 

FCTA'S POSITION: No . 

FIXCA'S POSITION: No. 

the prohibition against 
effectively competitive 

respect to vmether cross
acceptable or unacceptable 

FPTA'S POSITION: The language of Cuapter 364 implies that cross

subsidy may be acceptable in thcl limited instance of furthering the 

Commission ' s universal service goals . The Commission s hould make 

such a determination on a case-by-case basis . 

GTEFL'S POSITION: cross-subsidy concerns are only applicable for 

those services which have been found to be effectively competitive 

under the provisions of Section 364 . 338. Therefore, monopoly 

services may be priced pursuant to welfare maximizing goals which 

could result in prices below incremental :ost. such prices would 

be in the public interest in the sense that they maximize the sum 

of consumer plus produce a surplus subject to an earnings 

constraint placed on the firm. 

MCI'S POSITION: No position for purposes of this Prehearing Order. 

SOUTHERN BELL'S POSITION: 
issue at this time. 

Southern Bell has no position on this 
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UNITED'S POSITION: The intent of the statute was not to judge the 
appropriaten ess or acceptability of a cross- subsidy. The intent of 
the s t a tute was to ensure t hat monopol y services do not subsidi ze 
servic es t hat the Commission has determined to be effectively 
competitive under Section 364 . 338. 

OPC'S POSITION: No position for purposes of this Prehearing Order . 

STAFF'S POSITION: No . The statute prohibits cross-subsidization 
of effectively competitive ser vices by mo nopoly services; it is 
silent as to whether or not cross- subsidization is appropriate or 
accept able in any other cases . 

ISSUE 8(e): What other actions s hould be taken? 

AD HOC'S POSITION: Ad Hoc adopts FIXCA ' s position on this issue. 

AT&T'S POSI TION: AT&T has no position on this issue for purposes 

of this Prehearing Order . 

CENTEL' S POSITION: No position for purposes of this Prehearing 

Order . 

FCTA • S POSITION: Identify services offered by local exchanges 
which are a l so offered by other providers ; further, the Commission 
should determine the nature of the competition between such 

providers . 

FIXCA ' S POSITION: No position for purposes of this Prehearing 
order. 

FPTA • s POSITION: FPTA takes no position for purposes of this 
Pr e hearing Or der . 

GTEFL'S POSITION: No position for pur >oses of this Prehear ing 

Order . 

MCI'S POSITION: No position for purposes of this Prehearing Order. 

SOUTHERN BELL'S POSITION: No other action is appropriate at this 

time. 
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UNITED'S POSITION: None a t t hi s t ime ; without knowing the form of 
the alternative regulation and the servi ces involve d, additional 
actions are unnecessary. 

OPC'S POSITION: No position for purposes of this Prehear1ng Order . 

STAFF'S POSITION: No pos ition for purposes of this Prehearing 
Order. 

ISSUE 9: Should the Commission order the LECs to : 

a) ide ntify all services they offer which are also offered 
by other providers? 

b) identify the nature of the compet J tion for services 
offered by other providers? 

AD HOC'S POSITION: Ad Hoc adopts FIXCA ' s position on this issue . 

AT&T'S POSITION: AT&T has no position on this issue at this time. 

CENTEL'S POSITION: a) No . The LEC cannot possibly know whether 
each of its services may also be provided by others. 

b) No. The LEC is not necessarily privy to the nature of 
competition for the LEC ' s services . 

FCTA'S POSITION: Yes . 

FIXCA'S POSITION: No position for purposes of this Prehearing 
Order. 

FPTA'S POSITION: a) Yes . The l egislative i ntent of c hapter 364 
can only be carried out by first identifying services that are 
effectively competitive , subject to ef. ective competition, and 
competitive. 

b) Yes. The LECs are in the best pos ition to begin the 
identification process. 

GTEFL'S POSITION: No. The local exchange carriers are not 
necessarily in a position to be aware of all the services which a r e 
offered by the other carriers or nontelecommun ications firms. 
However , if the Commission d esires such information, GTEFL submits 
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that the requirement should be imposed on all firms in the 

marketplace, including nonregulated intervenors before the 

Commission . All participants in the market , whether those firms 

are price/service regu lated or not , should be required to submit 

such information. 

MCI'S POSITION: No position for purposes of this Prehearing Order. 

SOUTHERN BELL'S POSITION: Neither of t he above actions are 

appropriate nor necessary . Section 364.338(2) provides a means by 

which t h e Commission can make a determination as to whether a 

service is effectively competitive. There is no statutory 

requirement that would compel reporting prior to this determination 

process as suggested in Issue 9 . Secondly, such requirements would 

be burdensome for the LECS. 

UNITED 'S POSITION: No to both questions. First , i n ma ny cases the 

LEC does not know whether there is or is not c c. .. 11:-Jeti tion for 

speci fic services . Secondly, if t h e competition is truly effective , 

the nature and extent of the competition will be closely guarded by 

the competing firms. It is doubtful that, even with an extensive 

study , the LECs could present a complete picture . Thirdly, to order 

the LECs to provide the information creates an undue burden on the 

LEes. 

Before any such study/project should be initiated, a 

determination should be made as to what will be done 111ith the 

information and how it is to be used. Such a determination would 

serve to establish the data to be collected and what specific 

information, criteria and parameters are to be included for the 

results to be the most useful for the intended study purpose . 

OPC'S POSITION: Yes. 

STAFF'S POSITION: No, not at this time. H(')wever , staff would note 

that in Docket No. 930046-TP, a data requ~st has been sent to the 

four major Florida LECs i n order to obtain information required to 

identify any effectively competitive services currently offere d by 

these companies and the nature of the competition they face . Other 

than this observation, staff has no position at this time . 
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VII. EXHIBIT LIST 

WITNESS PROFFERED 
DY 

Mike Guedel AT&T 

David B. Denton So. Bell 

Edward c. Beauvais GTEFL 

Richard D. Emmerson so. Bell 

Gene E. Michaelson Centel 

I. D. DESCRIPTION 
NO . 

MG-1 Industry Structure 
Chart 

DBD-1 State Docket 
Activity 

ECB-1 Resume 

RDE-1 Definition and 
Cor . ...;epts 

RDE-2 Comments on Fully 
Distributed Costs 

GEM-1 Professional 
Experience 

Staff has not yet completed the list of exhibits which it 
inte nds to utilize in this proceeding . Staff will supply a list of 
exhibits to all parties prior ~o the hearing. 

Parties and Staff reserve the right to identify additional 
exhibits for the purpose of cross-examination . 

VIII. PROPOSED STIPULATIONS 

There are no proposed stipulations. 

IX. RULINGS 

The Prehearing Officer made the following rulings at the 
February 26, 1993, Prehearing Conference : 
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1. Approved withdrawal of Southern Bell's 
Reconsideration of Order No. PSC-92-1323-PCO-TP 
Prehearing Procedure, filed November 25, 1992. 

Motion for 
Establishing 

2. Approved FPTA's Motion to Accept Prehearing Statement filed 
January 22, 1993; Centel's Request for Leave to File Prehearing 

Statement filed January 25, 1993 ; and, Ad Hoc's Petition for 
Acceptance of a Late-Filed Prehearing Statement filed January 29, 
1993. 

It is therefore, 

ORDERED by Chairman J. Terry Deason, as Prehearing Officer, 
that this Prehearing Order shall govern the conduct of these 
proceedings as set forth above unless modified by the Commission. 

By ORDER of Chairman J. Terry Deason, as P~ehearing Officer, 

this 8th day of March , ___l9..J..9>~...3 __ 

(SEAL) 

PAK 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIE\-J 

The Florida Public Service Commission is required by Section 

120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of commission orders that 
is avail able ttnder Sections 120.57 or 120 . 68 , Florida Statutes , as 
well as the procedures and time limits that apply. This notice 
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should not be construed to mea n all requests for an administra tive 

hearing or judicial review will be granted or result in the relief 

sought. 

Any party adverse ly affected by this order , which is 

preliminary , procedural or intermediate in nature, may r equest : 1) 

reconsideration within 10 days pursuant to Rule 25 - 22.038(2), 

Florida Administrative Code, if iss ued by a Prehearing Officer; 2) 

reconsideration within 15 days pursuant to Rule 25- 22 .060, Florida 

Administrative Code, if issued by the Commi ssion; or 3) judicial 

r eview by the Florida Supreme Court, in the case of an electric, 

gas or telephone utility, or the First District Court of Appeal , in 

the case of a water or wastewater utility. A motion for 

reconsideration shall be filed with the Director, Division of 

Records and Reporting, in the form prescribed by Rule 25-2~.060, 

Florida Administrative Code. Judicial review o f a preliminary, 

procedural or intermediate ruling or order is a ~ailable if review 

of the final action will not provide an adequate remedy. Such 

review may be requested from the appropriate c ourt , a s described 

above, pursuant to Rule 9 .100, Florida Rules of Appellate 

Procedure. 
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