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Mrs. Blanca S. 8ay6 

July 8, 1997 

Director, Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak BouleV!Ird 
Tallahassee, FL 32399-0850 

Re: Docket Noa. -~172,.-TP, 970173-TP and 970281-TL 

Dear Ms. Bay6: 

LeOol DoC*"' • • 

Enclosed is an original and fifteen copies of BeiiSouth 
Telecommunications. Inc.'s Direct Testimony ofT. F. Lohman. which we ask that 
you file in the captioned matter. 

A copy of this letter Is enclosed Please mali\ it to tndiC8te that the 
:mgmal was filed and return the copy to me Cop.es na.v t ~rv I tC' ,.,., 

parttes shown on the attached Certrficate of ServiCe. 

Sincerely, 
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All parties or record 
A. M. Lombardo 
R. G. Beatty 
William J. Ellenberg II 
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CERTIFICATE OF SERVICE 
DOCKET NO. 970281-TL 1nd 970172-TP 

I HEREBY CERTIFY that a true and correct copy of tho foregoing was 

served by Federal Express this 8th day cf July. 1997 to the following· 

Richard D. Melson, Esq. 
Hopping, Green, Sams & Smitt-, P.A. 
123 South Calhoun Street 
P.O. Box 6526 
lalla' assee, FL 32314 
Tel. No. (904) 425-2313 
Fax. No. (904) 224-8551 

Michael J. Henry, Esq. 
MCI Telecommunications Corporation 
780 Johnson Ferry Road. Suite 700 
Atlanta, GA 30342 

Monica Barone, Esq. 
Florida Public Service Commission 
Division of Legal Services 
2540 Shumard Oak Boulevard 
Tallahassee, FL 323gg..()850 

Ms. Beverty Y. Menard 
GTE Florida Incorporated 
106 East ColletJe Avenue, Suite 1440 
Tallahassee. FL 32301-7704 

Mr. F. B. ·aen· Poag 
Sprint-Florida, Inc. 
MIS FLTLH00107 
P.O. Box 2214 
Tallahassee. I L 32316-2214 

Ms. Harriet Eudy 
AU TEL Flonda, Inc. 
P 0 . Box 550 
Uve Oak, FL 32060-3343 

Ms Laurie A. Maffen 
Frontier Communications 
of tl'te South, Inc. 

180 S. Clinton Avenue 
Rochester. N.Y 14646-0400 

Mr. Bill Thomas 
Gulf Telephone Company 
P.O. Box 1007 
Port Sl Joe, FL 32457·1007 

Mr Robert M. Post. Jr 
Jnd1antown Telephone System. Inc 
P.O. Box277 
Indiantown, FL 34956-0277 

Ms Lynne G. Brewer 
Northeast Florida Telephone 
Company, Inc. 

P.O 485 
Macclenny, FL 32063-0485 

Mr. Thomas M. McCabe 
Quincy Telephone Company 
P 0 Bol< 189 
Ou1ncy, FL 32353·0189 

Mr. John H. Vaughan 
St Joseph Telephone & Telegraph 

Company 
P 0 Box 220 
Port St. Joe. FL 32456-0220 

Mr Bill Thomas 
The Florala Telephone Company, Inc 
P.O. Box 1007 
Port St. Joe, FL 32457-1007 



Ms. Lynn B. Hall 
Vista-United Telecommunications 
P.O. Box 10180 
Lake Buena Vista. Fl 32830-0180 

Charles J. Rehwinkel 
General Attorney 
Sprint-Florida, Incorporated 
1313 Blair Stone Rd. 
(P.O. Bo" 2214,MC 2565) 
Tallaha:.see, FL 32301 · 

Angela B. Green 
Florida Public Telecomm. Assn .. Inc. 
125 South Gadsden Street 
Suite 200 
Tallahassee, FL 32301-1525 
Tel. No. (904) 222-5050 
Fax. No. (904) 222-1355 

Will Cox, Esq. 
Florida Public Service Commission 
Staff Counsel 
2540 Shumard Oak Boulevard 
Tallahassee. FL 32399-0850 

Tracy Hatch, Esq. 
AT&T 
101 North Monroe Street 
Suite 700 
Tallahassee, FL 32301 
(904} 425-6364 
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BBLLSOOTH TIL&COMMONICATIONS, INC. 

DIRZCT TBSTXMONY OF T. F. LOHMAN 

BBl'OU TBS P'LORmA POBLIC S&RVICB COMMISSION 

DOCKET NO. 970172-TP 

DOCXBT NO. 970281 -TL 

JULY 8, 1997 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS . 

My name is Thomas F . Lohma n. My buo iness address io 

675 west Pe achtree Street N. E., At l anta, Georgia. 

BY WHOM ARE YOU EMPLOYED? 

I am empl oyed by Bel l Sout h Telecommunications, Inc . 

(BellSouth) a s a Senior Direc tor-Finance. 

PLEASE SUMMARIZE YOUR EDUCATIONAL Ah~ PROFESSIONAL 

BACKGROUND. 

I received a Bache l or of Science Degree (Accounti ng 

and Finance Ma jor s) from Florida Sta te University i n 

1972. I am a certified Public Accountant and a 

current member o f both the American and Florida 

Inlltit\!tes o f certified Public Accountants . I was 

-1· OO CL'"'rt r '' • ·Of,TE 
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employed by BellSouth Finance 1n Jacksonvi'le, 

Florida in 1972, and have held var1ous F1nance 

positions of increasing responsibility since that 

time. 1 have been involved with Regulacory 

Accounting Operations since 1980. 

WHAT ARE YOUR CURRENT RESPONSIBILITIES? 

I am re•ponsible for Regulatory account.~g issues 

affecting the BellSouth reg1on. These dut1es invol?e 

oversight responsibilities for providing f inancial 

data as required by various State regulatory entities 

and the Federal Comm~nications Commission. 

HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY 

PROCEEDINGS SUCd AS THIS? 

Yes. I previously testified before the Flo r ida 

Public Service Commission, th! South Carolina Public 

Service Commission, and other commissions in the 

BellSouth region on various accounting iseues. Most 

recently, I appeared before the South Carolina 

Commission in Docket 97-0147-C, which addreaaed 

sellSouth' elimination of the embedded intrastate 

subsidy associated with payphone operations . 
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WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

My cestlmony addressee issuea related t o ollminat1on 

of the Florida intrastate subsidy amount eosociated 

with removing BellSouth's payphone operations fLom 

regulated telephone operations. 

WHAT IS THE AMOUNT OF INTRASTATE PAY PHONE SUBSIDY, IF 

ANY, THAT NEEDS TO BE ELIMINATED BY BELLSOUTH 

PURSUANT TO SECTION 276(BI (11 (bl OF THE 

TELECOMMUNICATIONS ACT OF 19967 CISSUE 1 ) 

BellSouth has determined that the amount o ! 

intrastate payphone subsidy that needed t o be 

eliminated ie $6,501,000. A computation of thls 

subsidy a mount was filed wi th the FPSC on February 

26, 1997. 

A brief description of the atudy is as followo. The 

Company identified revenues . expenses and investment 

aaaociated with ita Florida intrastate payphone 

operat ions. BellSouth then calculated the achieved 

r•te o f return for theae operations a nd determined 

·3· 
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Q. 

A. 

that it waa below ~n appropriate level. The revenues 

required to raiae thia rate of return t o an 

appropriate level iu the $6,501,000 subo1dy provided 

by other intraatate services. A summary o f the 

subsidy at udy is attached as Exhibit No. TFL - 1. 

Concurrent with the Company's subs1dy study, 

BellSouth aubmitted a tariff f1ling reduc1ng rates by 

the subsidy amount of $6,501,000, effec t1ve April 1, 

1997. The Company•a filing• on February 26, 1997, 

also met this Commission's requirement& (in Order No. 

PSC 97-0358-FOF-TP) for all companies to file data 

supporting their payphone subsidy calculations by 

March 31, 1997. 

DID THE FCC'S PAYPHONE RECLASSIFICATION ORDERS 

DISCUSS THE SPECIFIC RATE ELEME!IT (Sl WHICll SHOULD 9E 

REDUCED TO ELIMINATE TilE SUBSIDY? ( ISSUE 2l 

No. FCC Order 96·388, paragraph 186, sta~eo : 

•we require, purauant to the mandate o f Section 

276(b) (1) (B), incumbent LECs to remove from their 

intrastate ratea any charges that recover the coats 

of payphonea. Reviaed intrastate ratea muat be 

effective no later than April 15, 1997. . . Stateo 
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Q. 
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A. 

mu1t determine the intra•tate rat .... element• tl.at 

must be removed to eliminate any intraatate auba1diea 

within thia time frame . • 

HAS THE FLORIDA PUBLIC SERVICE COMMISSION SATISFIED 

ITS REQUIREMENT CONCERNING ELIMINATION OF BELLSOUTH'S 

SUBSIDY? (ISSUES 2, 3, S, 6 ) 

Yea. The Florida Public Service Commission met ita 

requirement in Order No . PSC-97-0358-FOF-TP, 

documenting it• decision• in the Agenda Seaoion on 

March 18, 1997. BellSouth had filed ita tariff on 

February 26, 1997, requeoting that rateo for Buoineoo 

Hunting Charge• be reduced by the amount of the 

payphone aub•idy. In the Agenda Session on Ma~~h 18, 

1997, the Commia1ion fulfilled its reaponeibillty by 

allowing BellSouth'a tariff change to be cCfect1ve 

April 1, 1997, thu• ellminpr, ing the payphnne aub•idy. 

WHAT DID THIS COMMISSION CONSIDER BEFORE ALLOWING 

BELLSOUTH'S TARIPP TO BECOME EFFECTIVE? 

( ISSUES 2, 3, 5, 6) 

BellSouth had filed to reduce Hunt1ng Chargee. a 

choice which directly benefits the end uaer 

-S. 



1 customers, and which is 1n response to repea~ed 

2 customer requests . In response to that f1l1ng. and 

3 MCl's reques~ fo r access reductions, Staff 

<4 recommended that the rate reductlons be applied to 

5 either intrastate toll, operator services, o r 

6 switched access. The Comm1ss ion, after cons1der1ng 

7 the Staff's recommendation and MC!'s requeoL, elected 

8 to allow BellSouth'a reduced Hunting ~ar1ff to become 

9 effective April 1, 1997. 

10 

11 This decision is reflected in the language in FPSC 

12 Order No. PSC-97-0358-FOF-TP, on page 5: 

13 •unlike the inceretate case where a portion of 

14 payphone investment and expense is specifically 

15 recovered through the CCL, any lntrastate 

16 payphone subsidy could be recovered anywhere . 

17 Since intrastate rates are not set based on 

18 allocated costa, there is no way of determining 

19 which intrastate rate elements are contributing 

20 to any payphone subsidy . • 

21 

22 The following quotes from the transcript of the March 

23 18 , 1997 Agenda Session fur ther illustrate the 

24 commissioners' reasoning in allowing BellSouth's 

25 tariff to become effective April 1: 
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Page 30, l i ne 20: 

COMMISSIONER DEASON: Wel l, as long as we 

specify that the aubsidy has to be ol1min~tod 

and give the flexibility to the company to 

design a tariff to accomplish that, how is that 

not in compliance with the FCC? 

COMMISSION STAFF: My reading of the FCC's o rder 

is that we must determine which rate elements 

should be removed specifically. 

COMMISSIONER CLARK: Well, one way to accomplish 

that is to simply accept the tariff they havP 

filed and then request them to file the cost 

information. They have already c hosen a service 

to reduce.• 

Thus, after considering BellSouth's filed tariff 

reduction and the Staff's recommendation to deny the 

tariff change and make th• reduction in other rate 

elements, the Commission specifically decided to 

allow the reductions in Hunting Charges to go into 

effect on April 1, 1997, thus eliminating the 

· intrastate embedded subsidy . 

SHOULD THESE DOCKETS BE CLOSED? (ISSUE 7) 
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Q. 

A. 

Yes. BellSouth has met all requirements fo r the 

transfer of i ts payphone operations and e l imination 

of its payphone subsidy. Therefore, Docke t 970172- TP 

should be clo~ed, a nd BellSouth should be removed as 

a party to Docket 97028l · TL. 

DOES THIS CONCLUDE YOUR TESTIMONY ? 

Yes. 
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