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Ms. Blanca s. Bay6 
Direct or, Records ' Reporting 
Flori da Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Dear Ha. Bay6: 

Enc l osed t or t iling on behalt ot MCI Telecommunications 
corporation aro tho original and 15 copies ot MCI's Co~plaint 
Against CTEFL tor Anti-Co•petitivo Practices Related t~ Excessive 
Intrastate Swi t ched Accoaa Pricing . 

By copy ot this lottor this document has boon provided to 
the partioa on the attached service list. 

RDM/CC 
Enclosures 
cc : service List 

... ,, 

Very truly yours, 

-p..tvD. ~-

Richard D. Melson 

.. 
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BEFORE THE FLORIDA PUBLIC SERVI CE COMMISSION 

In re : Compl a int of MCI 
Tel ecommunica tions Corporation 
Agains t GTE Florida , Incor porated , 
For Anti- Compet itive Practices 
Related to Excessive Intrastate 
Switched Access Pricing 

Docket No. 

f iled: July 9 , 1997 

Mel ' s COMPLAINT AGAINST GTLFL 
FOR ANTI- ,COMPETITIVE PRACTI CES RE LATED TO 

EXCESSIVE INTRASTATE SWITCHED ACCESS PRICI NG 

MCI Telecommunications Corporation (MCI) fllf's this 

Compl aint against GTE Florida, Incorporated (GTI:.FL) for lt:; 

, 
I I 

f., 

deliberate, anti-competitive practice of chargln<J ~xce~stve 

intrastate swi tched access r ates to MCI . MCI requests that the 

Florida Public Service Commi~~ion (Commission) ex~•cise lls 

jurisdiction under Section 364.3381(J), Flor1da Stututcs. to 

Investigate this anti-competltlve practice by GTF.FL. l'.CI further 

requests that the Commission exerc1::1e • ts )Urisdtcuon under 

Sections 364. 3381 (3) and 364.01 (4) (Q) , florid .. Statu tes , lo 

prohibi ~ GTEFL ! rom continuing to emJaqe in th I:; .oull-compet Ill ve 

practice . A.s qrounds for this Complaint, MCI st.ot .. s: 

PARTIES 

1 . MCI ' s tu 1 name, and the address fo r its Southedst 

regulatory operations , are as !ollows: 

MCl Telecommunicalions Corporall on 
Suite 700 
780 Johnson Ferry Road 
Atlanta, GA 30342 

1 0" 
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.. • • 
MCI is certificated by the Commission as an 1nlercxchunqc ca rr ier 

(IXCI . MCI provides interstate and intrastate lnLurexchange 

service throu9hout Florida , lncluding calls whl cl1 originate an&l 

terminate in the territory of GT£ Florida, Incorporated . 

2. The names and addresses of the MCI representatives who 

should receive copies ot notices, pleadings and othe r f1l1ng~ 1n 

this docket are: 

Thomas K. Bond 
MCI Telecommunications Corp. 
Suite 700 
780 Johnson Ferry Road 
Atlanta, GA 30342 

R1chard D. Melson 
Hopping Green Sams £ Sm1 th 
P. 0. Box 65:?1> 
Tallahassee, Fl. J7 3 Ill 

3 . The name and address ot: the respondent ln Lhls doc~ct 

is : 

GTE Florida, Incorporated 
One Tampa City Center 
P .0. Box 110 
Tampa, f'L 33601 

GTEfL is a subsidlary of GTE Corporatl1n IGTEJ. GTEFL ts a 

provider o ! local and intraLATA long d stan~e servtce ·n the 

Tampa market area. GTEFL 1s also tnc monopoly provtdcr 0 1 

switched access service used by MCl lo originate ~nd terminate 

lonq distance calls throughout the Tam(N market ~rca. 

4. GTE Card Services, Inc. d/b/a GTE Long tllslancc !G'!E

LD), is another sub.idiary of GTE Corporation and Is .111 .. rt lll<tl<• 

of GTEFL. GTE-LD provides intcrLA'I'A long distanC(• service to 

customers in the Tampa market area . GTE, GTEFL and GTE-LU are 

referred to collectively as the "GTE Companies.• 



• • 
JURISDICTION OF THE COMMI SSION 

5. Section 364.01!41 (g) , F.S., prov1dcs that: 

(4) The Commiaalon 1hall exercise 1 1~ 

e xclusive jurisdictlun in ord~r to : 

• • • 

(g) Ensure that all provld~rs of 
telecommuni cations serv1ces ar~ ltcatcd 
fairly, by preventing antlcompctittvc 
behavior .... 

(emphasis supplied) 

6 . Section 364 . 3381(3) , F.S ., provides lhdl: 

The Commission shall have continulrHJ 
oversight jurisdiction over cross
subsidization, predatory pt1c1n9 o r stmllar 
anti-competitive behavior and may 
investigate, upon complaint or on its own 
motion, allegations of such practtc~s . 

7. Whilo Section 364.163, f'.S., p r events the Comm1ssion 

fro~ establishing intrastate sw1tched access charges for GTErL 

under r ate-base rate-of-return regulato ry proc1•sscs , that suctton 

does not preclude the Commission !ro:u exercising i ls jur l sd tcuon 

to investigate and, upon deteclion, lake whau•ver steps 11 •• 

necessary to prevent anti-competi U ve actions unll pracuccs. 

8. GTEFL ' s deliberate action and pr<~Cllc;<· o! ch.rr tJln() 

e xcessive switched access prtces to MCI constitutes antt-

competitive behav o r which violates Sections 364.3381 (3) und 

364. 0 1 (4) (g) I F.S. 

9. HCI !ilea this Complaint pursuant to Secllon!l 

364.3381!31 and 364. 01! 41 (g), F.S., Chapter 120, F.S., anc1 Rule 

25-22 .036(5), Florida Administrative Code. 

3 



• • 
GTEFL'S ANTI -COMPETITIVE BEHAVIOR 

10 . The intrastate sw1tched access prices that GTEFL 

chocgcs MCI ore e xc e ssive and yiold supracompPtitlve prn ftts . To 

origina te or terminate an intrastate toll call (or an MCJ 

customer call utilizing the local exchange Cac1 llt1es o f GTEfL, 

MCI is charged appr oximately $ . 0539 (average Jtlglnatlnq ~~D 

rates) o r $. 0670 (average terminating FGD 1atcsJ per m1nutc of 

use (MOUJ . 1 I t is clear that GT~FL ' s action in charg~ng these 

excessive prices fo r s • itched access servi ces 1s deliberate , 

since Section 364. 163(41, F.S ., permits GTEFL to reduce its 

prices fo r i nt rasta t e switched access services al ar.y Llmt•. 

11 . These or1ginating and terminating SWitched access pr1ces 

a r e a composite of the rates fo r several switched access rate 

elements, as follows : 

Carrier Common Line (CCLI 

Switched Transport : 

Originating 

$ 0 . 0251000 

Local Channel/Entrance Facility J . OO I3889 

Switched Common Transport 0 . 0002754 

Access Tandem Switching 0.0007500 

Residual Interconnection Charge 0 . 0102494 

End OCCice Switching 0 . 0089000 

Total per MOU S 0 . 0539 

S O. Olfl7000 

0.0013889 

0 . 000?754 

o. oocnsoo 

0 . 010249~ 

O. UUI:I!JOOIJ 

$ 0 . 06'10 

12 . Of these rate elements, only t wo -- Switched Transport 

and End Office Switching -- represent a charge !or the actual use 

See, Florida Access and Toll Rnport , Hemor orulum cl.oto•d 

February-}'8 , 1997 from Suzanne 0111111 to Rlchau:l Tudor. 

4 



• • 
o f GTEFL's l ocal exc hanqc facllilics to o rig lntlll• P l terminutc ,,u 

MCl customer ' s cal l. The remaining charges !o r Carrier Common 

Line (CCLI and the RcG~dual Interconnoct~on Char9o IRlCI are 

simpl y "revenue replacement " rate clements established at the 

divestiture of the Bell System CCCL) and more r ecently, tho 

rest ruc ture of local transport rates (RICJ . 

13. In its recent actions as Arbitra tors under Sectior• 252 

of the federal Telecommuni cations Act o C 1996 ( 1996 Act) , the 

Commission was asked to establl sh an appropr lilte c:ost -bas eel pr I c,. 

for the use of the transpo r t and sw itching !acillties o! GTEfL ' $ 

telephone exchange network. In its Orde r No . PSC-97 - 0064-FOF-TP, 

the Commission determined that the appropriate cost-based pr1ce 

for the transport and termination of " local " cal l :s was $0 . 0025 

per MOU for interconnec tio n at thP GTEFL's end o ff ice (acillties . 

with an additional $0.00125 per MOU when inter cor11rc•ct1on occurred 

at GTEFL' s tandem tac1li ties . 

J4. As thi s Commiss i on has r<'cog,lzed in lhc past: 

The network over wh ich t ho t..>ll and locoll 
calls are terminated is ..:~no and the sam<'. 

See, Order No . PSC-97-0128-FO~ -TL at 21 . 

Therefore, it is c l ear that GTEFL ' s switched t~ccc~s pr ices 

charged to MCI t o utilize these exact same network fa c !Jitles to 

or1qina te ar:d termi tate lnterexchange calls I S ex 1•ss!ve otHI 

yie~ds supracompetitlve profits. Compared to the cost-based 

price of $0 . 00375 per MOU fo r termination of a local call th~l 

makes use of both GTE ' s tandem &nd end-o ffj ce :~wltchiri<J 

facilities , GTE ' s switched access prices represent a mark-up over 

cost ot approximately 1500\ . 



• e 
15. GTEFL r epo r ts demand !o r o r lginat ing and tcrmillotlnq 

intrastate lnterexchanqe calls in its telephone e xchange arra o f 

over 2.3 billion MOU t or 1996. ' Th is r epresents a market sharP 

!or the provision o t this serv1 ce o ! virtually 100 . Thus , whi le 

Section 364. 337 , F.S., and the 1996 Act have elimina ted the legal 

monopoly on the placement of l ocal e xchange transpor t and 

switching facilities in GTEFL ' s te lephone e xcha .ge area , GTEFL 

retains a "de facto" monopoly i n the provision o ! e xchange access 

services purchased by MCI and other IXCs . 

16 . Based on GTEFL ' s 1996 switched access demand data, ll is 

apparent that GTEFL receives approximately SIJO million per year 

in excessive profits from the prices GTEFL charges MCI and o ther 

IXCs who purchase GTEFL ' s switched access services. Furthcrmor~. 

bto:><'d on th11t dem&nrt c1ftt" and the t uct that GTt:: ~'L <•n loys tho 

profits associated with a 1500t mark-up above cost , lt 1s 

apparent that GTEFL maintains a dominant, monopoly postllon I n~ 

transport and switching in its telephone e~change area . 

17. GTEFL is utilizing this approxi mate $130 million per 

yea:- windf'lll from its monopoly exchdngc access sctvice to 

subsidi ze the funding o ! discounts Cor 1ts 1ntraLATA toll and 

vertical services in crder to prermpt the compPtltivu croslon o f 

its customer base for l oc61 exc hange and lnterexchange services . 

In addition, GT£FL is utilizing this $130 million windfall to 

subsidize the activitles of its l ong distance affiltdte in thl! 

competitive interLATA, intere xc hange market . 

These represent 1996 f'lor1d11 intrilstat<• lnt••ri.J\TA swltd•t>t.l 
access minutes o t u::c as reported by GTE t o the ~'C( In Aruil S 
4304. 
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18 . Wi th the advent of potential competition Cor its loca l 

e xchange s ervices , GTEFL has been taking actions to so lidify its 

customer baae by ottorinQ steep rll!lrounts on toll <1lld vor llcal 

services, waiving non-recurring charges on vertt c ul serv tces and 

second r esident ial access lines , and offering substunt1al toll 

price reductions by converting competitive 1+ t oL l routes to 

"Local Calling Plans" tor its residential customers. 

19 . While the offer1ng of these price breaks to GTE 's local 

e xchange service customers is not , ln and of itself, an anti

compe titive p r actice , when coupl ed with the e x traction of 

monopoly rents of approx imately $130 million from GTErL ' s 

monopo!y e xchange access customers, the practtce cle<~rly falls 

within the statutor y proscription against anti-competlttve 

behavior . 

20 . The $130 million financial wind fall ftom GTEFL ' ~ 

excessive pricing of intrastate exchange access servtces 

is also being utilized to subsidize GTE-I.O ' s entry 1nto the 

competitive interLATA interexchange t o ll market. 

21. The p r ohibition on GTE offering integrated local and 

long distance service contained 111 GTE ' s consent dt·lt ef' wtth the 

u.s . Department of Justice was eliminated when the 1996 Act W<~ s 

signed into law on f lbruary 8, 1996 . On that same date, GTE 

dnnounced that it had entered into an agreement with an 

lnterexchange network provider to begin offer1n~ interLATA 

services. 

22. GTE established GTE-LD ! o r the pu•pose of providi ng 

inte•LATA long distance services. Throuqh a series of inter

? 
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affiliate contracts and arrangements for market1ng, btll1ng and 

collect ion and other oupport services, GTEFL and GTE-LD market 

all of their local, intraLATA and interLATA toll scrvicos under a 

single brand - GTE . ' These arrangements provide Cor a single 

bill for a customer's local, JntraLATA and lnterLATA s ervices , 

1ncluding wireless and international services, I! the c ustomer ts 

a local customer ot a GTE telephone operattng cor pany, such as 

GTEFL . GT£-LD offers a joint discount calllnq plarr !o r tLs l t 

intraLATA and interLATA toll servi ces the GTE-LU "Easy 

Savings• plan -- to customers in the GTE local exchange servt ce 

areas. This strategy was articulated by the president o f GTE Long 

Distance in a December 18, 1996 article in The Wa ll St reet 

Journal announcing GTE ' s Easy Savings Plan: 

The carrier who has the capability t o provide 
a single bill has a strategic advantage over 
others. 

23. The Wall Street Journal also stated: 

GTE says it has signed up more than 750 , 000 
long distance subscribers,' n.ost o C them 
rtlsidential. beating i ls owr. estimates hy 
10'6. A big reason, GTE mainlJins, in lhfll 
customers prefer buying several servicej, 
such as local and l ong distance on a single 
bill with a single uumber fo r customPr 

Recently, the Texas Publi C Utility Com:nlsston investigated 
the lnter-af!iliate arrangements between GTE Long 111stance and 
GTE-SW (the GTE operating company in Texas l . The Texas PUC found 
that GTE develops the overall policies for its subs1d1ar1es and 
coordinates its public policy and business prac t ices t o ensure 
that the company acts as a nlnl)l() unit. Tlw Tf'XIl:l I"UC" also found 
that GTE-LD and GTE-SW were not .ac l!ng i\t arm' :r l••rurth .orotl wo·r•• 
engaging in "preCerential, discriminatory and aul1-compl'titive 
practices" in the manner in whi ch they offered lonl) distance 
services . See, Order on Rehearinq, PUC Doclcet No . 157 11 (June ~ 
19971. -

In its April 15, 1997 earn1n9s report, GTt.: 11•portcd that 
it had in excess of 1,000,000 l ong distance subsc rthers. 

f! 
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serv1ce . In Tampa , Florida, GT£ also packdgcs 
cellula r, paging and Internet access with tts 
telecom offerings - the beginnings o! a 
bigger push toward "bundled services." 

24. The Wall Street Journ11l went on to .st11t ••: 

GT£, based in Stamford Conn ., said its long 
distance business won ' t turn a profit until 
the fourth quarter o! 1998. 

25. Extracting monopoly rent rcsultin,. 1n .. Sl.lt• rnil11on 

financial windfall which is used to subsldtzc GTE-LD' s ent ry lnto 

the competitive intcrLATA inlcr exchange toll milrh•L constltute .s 

anti-competitive behavior under rlo rtda law. 

DI SPUTED ISSUES Or FACT 

26 . MCI assumes that GT£fL may dispute whettwr its cu rrent 

practice of c harging e xcessive switched access pr1Cl' !1 c·o11.sUlult•s 

anti-competitive behavior. 

TOLL RAT£ RE DUCTION 

27 . MCI ' s godl in eliminating ant J -competlLtve access 

charges is to enable MCI to reduce t o ll rates t o Its customers. 

MCI commits that any access charqe reduct to n o rd!'r f'<l oHI d result 

o f this proceeding will be flowed-through to 1ts rlortdu 

customers in the form o f lower long distance tdlvs . 

WHEREFORE, HCI - equests that the Commlss ton: 

(a) take jurisdiction of this Complaint and lnVt'Sltqa u .> 

GTEF'L ' s prllcticc or ChllrfJlllq O XCtlSSlVC lllllotSla te 

It should be 'loted that MCJ' s recent tadfted promot i on to 
pr1ce intraLATA toll services at 5-cent per mtnutt> was not 
of fered in GTErL's territory because o f tho cxces~1v~ Intrastate 
access charges assessed by GTErL. 

9 
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access charqes; 

lb ) hold a hearinq t o take ev1dence on any d•spulcd 1ssucs 

of fact; 

(c) determine, after hearinq, lhal GTEF'I.. ' s pract k •• o r 

charqinq f'lXCC:SIIiVC acci!SS ralcs violales S<•c;llrms 

364 . 3381(31 and 364. 011 41 lq) , r .s .; 

(d) order GTEFL t o make such reductions to its lnlraslatc 

access charqe rates as arc necc~sary lO ellm&nalc such 

anti-competi tive cffpcts ; and 

(c) qrant such other relief as lhc CorMnsslon d(!(!mG 

appropriate. 

RESPECTFULLY SUBl.UTT£0 this 9th day o f Ju ly, 1997 . 

IIOPP l NG GREEN SAMS ~ SM I Til, I'. A. 

By: J2-..:cv D ~ 
RTCh~rd 0 . Mel son 

and 

P. O. Box 6526 
Tallahassee, FL 32314 
(90q) 42 5-231) 

THOMAS K. BOND 
MCI Tclccommunicat ions Co z por ollon 
SUllO 700 
780 Johnson Ferry Road 
Atlanta, GA 30342 

ATTORNEYS FOR MCI 

10 
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CERTIFICATE Of SERVICE 

1 HEREBY CERTIFY that a copy or the roregoing was rurnishod 
to the following parties by hand delivery th ia 9th day or July, 
1997. 

Hartha Brown 
Division ot Legal Services 
Florida Public Sarvice Co~U~ission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399 

GTE Florida Incorporated 
Anthony P. Gillman 
C/O Richard Fletcher 
106 E. College Ave., Ste . 1440 
Tallahassee, FL 32301--704 

Attorney 
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