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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Complaint of MCI Telecommunications ) 
Corporation Against GTE Florida, Incorporated) 
for Anti·Competltlve Prae11cea Related to ) 
Excessive Intrastate Switched Acceas Pricing ) 

Docket No. 970841· TP 
Filed July 29. 1997 

_________________________ ) 

GTE FLORIDA INCORPORATED'S MOTION TO DISMISS 
AND SUPPORTING MEMORANDUM Of LAW 

On July 9, 1997, MCI Telecommun~cabons Corporation (MCI) filed a compla1nt 

('Complainr) alleging that GTE Florida Incorporated (GTEFL) charges ntrastate access 

rates that are ·excessive' end thus "anticompehhve: and ask1ng the Comm1ss1on to order 

GTEFL to red.Jce those rates. GTEFL moves the Comm1ss1on to dtsmlss MCI's Complaint 

because the Commission has no jurisdlcllon to grant the relief MCI requests ~nd because 

MCI ha'i not r;roperty alleged a violation of any Commission Rule or Florida statute The 

Complaint is a desperate attempt to convince the Commission to order the deep and 

immediate cuts in access charges that the Flonda Legislature has repeatedly reJected. 

The Commission cannot lawfully accept MCI's tnvttahon to rewnte Flonda law 

I. The Commission Cannot Reduce 
GTEFL'a Access Charges 

A. Section 364.163 Strictly Limits the 
Commlaalon'a Diacretlon to Adjust Acceaa Ratea 

Section 364.163. one of the longest prov1sions in Chapter 364, c:omprehens1vely 

addresses price-regulated carriers' access charges AlthOugh th1s statute controls the 

subjee1 of MCI'a Complaint, MCI paya it only pass1ng attention MCI notoa that while 

seclion 364 163 or the Florida Statutes prevents the Commiss1on from setting ac:c:ess rates 
co J " l 'I I .t' 11 c I.. E 
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us1ng rate-of-return methods, It does not preclude the Comm1ss1on from l1ndU'IQ that 

GTEFL's access rates are •enhc:ompelltrve· and ordering GTEFL to reduce them 

(Complaint at 3, 10.) MCI is wrong about the effect of section 364 163 on the 

Commission's junsdiction over the access rates of pric&-regulated local exchange 

companies (LECs), such as GTEFL. 

The Legislature has established explicit numerical param .era lor permiSsible 

access charge increases as well as mandatOty redudlons The Lcl.s' Intrastate SWitched 

access rates were capped at their July 1, 1995, levels. and they w111 rema1n capped unlit 

July 1, 1999. (Ch. 364.163(1 ), F.S ) If a LEC's intrastate access rates are h1gher than 1ts 

1nterstate rates as of December 31, 1994, the LEC must reduce Its Intrastate rates by 5".4 

a year until they reach the rnterstate level, at which point no further reduct1ons ·shall be 

required: (Ch. 364.163(6). F.S. ) The mandatory reductions were to begin on October 

1, 1996. (Ch 364.163(6), F.S .. ) After Inter· and Intrastate rates are at panty. LECs may 

adJuSt the Intrastate rates for inflation, but only up to 3% a year (Ch 364 163(2). F S ) 

In add1110n, a company ·may choose· to reduce 1ts access rates at any t1me II these 

voluntary redudions exceed the 5% redud1ons manrJated hy law, the company Will be 

relieved of the need to comply w1th those mandated reductions (Ch 364 163(6), F S ) 

In view of the detailed statutory prescriptions concem1ng access rate levels. the 

Commission's discretion in this area is correspondingly circum sen bed. as the Leg1slature 

has made plain 

The commrss1on shall have continuing regulatory overs1ght of 1ntrastate 
switched access .. rates for purposes of determ1n1ng the correctness ol any 
rate decrease by a teiSCOIMlUnicatlons company resulting from the 
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application of this section and mak1ng any necessary adjustments to those 
rates. 

(Ch. 364.163(9). F.S .. ) 

The 5% aMUal rate decreases. made through tariffs, are ·presumed valid", the 

Commission may vote to hold revenues collected under tho tantf subJect to refund only 

"with respect to determining the correctness of any rate decrease· under lhe statute (Ch. 

364 163{8), F.S .. ) (The Commllllon's scope of jurisdiction over Inflation-related access 

rate increases is similarly constrelne:t Ch 364 163(5), F S ) 

GTEFl has fully oomphed wtth section 364.163 Bacause Its 1ntrastate access rates 

are higher than rts mterstate access rates, GTEFL made 1ts first mandatory 5% reduct1on 

on October 1, 1996. (Tariff filing no. T-96-740) In accordance with the statute, this tantf 

change took effect with no Commission review other than verif1callon of mathematical 

calculations. In early August, GTEFL will file a tariff decreasing access rates by another 

5",.(,, effective October 1, 1997 

These gradual annual access reduct1ons the legtslature has spec.f1ed are not 

enough for MCt It wants steeper decreases 1mmed1atoly In other words, MCI wants to 

turn GTEFL's statutory nght to "choose· to make greater rate reductions 1nto a 

requ~remant. It wants the Commission to order the rate reductions the Legislature has 

repeatedly declined to adopt (see discussion below). 

The Commission has no evthonty to rewrite the law, which could not be clearer on 

th1s pomt As explained, section 364 163 requires m that GTEFL make 5"4 annual 

rodvchons and grants tho Commission JUrisdiCtion m to ensure that thiS prasetlbed 
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reduction is CXlO'edly i~emented . The Commission may adjust rates Q.!l!y as necessary 

to achieve compliance with the 5% mandate. 

The agency knows it C8'11l0t second~uess !.'le Legislature's jUdgment as to the 

appropriate level and timing of access reductions and has acted accord1ngly. It does not 

require any cost studies to doo.Jment changes in access prices because. •These rates are 

strictly govemed by statute." (Memorandum from W. D'Haeseleer. D~rector of Dlv. of 

Comms., Fla P.S.C., to all LECs. AAVs. FCTA. Inc , AT&T. MCI, Sprmt, ATCILDDS, dated 

June 23, 1995, at3.)1 

As MCI well knows, the access charge ISsues treated In sectiOn 364 163 were some 

of the most contentious addressed '" the 1995 teg,stat1ve rev1s1on of Flonda's 

tetecommunicet1ons law. The Legislature heard the v1ews of all mterested compan1es. 

inciuc.Jing MCI, on these issues. In general. inlerexchange companies (iXCs). hke MCI, 

advocated substantial, rapid movement a access charges to their underly1ng costs ~ 

!LQ.., CS/SB 1554, The Telecommunications Bill Bnefing Summary, Exec. Off1ce of the 

Governor, Office of Planning and Budget. June 14. 1 e95, at 15 ) Conversely, the LECs 

cautioned that precipitous drops In access charges would unacceptably decrease the 

contnbullon necessary to support umversal serv1ce goats 1st 

' The Governor's Office, too, correctly reads sec11on 364 163 and knows 11 hm1ts 

the Comm1ssion to report1nr on the effect of the law and recommond1ng chanG"S (Letter 

from Govemor Lawton Ch11es to former FPSC Cha1rman Susan F Clark. dated June 30, 

1995, at 2 (soliciting the Commission's views as to the effect of the statutory access 

prov1s1ons on competition).) To this end, the Comm1ssion has repol1ed that •there IS no 

ev1dence that the capped access rates have had any 1mpact on competition: either for 

long-dlstanca or local services. Competition In Telecommunications Markets Ia Flonda, 

Fla. P S.C., Dec. 1996, al72. 
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In short, the Legistat\.re was very well1nformed about access charge 1ssues They 

knew the companies' various access rates-indeed, the decision to cap them at 1995 levels 

assumes sud'! knowledge. Thf.y knew, too. the range of markup above cost <See, e.g • 

AT&T Issue Paper, submitted to Fla. House Select Comm. on Tels .• Nov 14, 1994. at 3.) 

N the same time, the Leg1slators were well educated abou1 the l,.:~gstandmg hnk between 

access charges and local service prices <See, e.g .. FIJ Tel Assn White Paper, 

submitted to Fla. House Select Comm. on Tels., Nov. 14, 1994) The Legislature's 

eventual solution- the rate cap, 3% ceiling on increases, and 5°4 annual reductions-did 

not wholly satisfy either the LECs or the IXCs, but was, m the Legislature's v1ew, a falf 

accommodation of all 1ndustty 1nteres1s and, most Importantly, 1n the oost Interests of 

consumers. Access reductions would be guaranteed, but with due regard to maintenance 

of universal service. 

Certainly, if the Legislature had believed the access rates of the LECs (or any 

subset of the LECs) to be "anlicompehtlve, • they could and would have ordered steeper 

and more immediate reductions In those rates The ,:orescribed caps and rate adJuStment 

percentages were not just arbitrary choices, but deemed appropriate only after careful 

analysis or many other options. (See, e.g., Sen. Comm on Commerce & Ec Opp . 

Proposed Amendment 19, Apf. 4, 1995 pkg (hm1hng pnce 1ncreases to mflahon less 1%), 

Comm. Sub for SB 1554, ref. no 310-1986-95, at 11-12 (propos1ng a 6"4 ceiling on 

inHallon-related "~eases), Sen. Staff Analysis and Ec Impact Statement, SB 1554, Mar 

25, 1995, at 4 (discussing proposal to cap rates at dale of priC8-fegulatlon election and to 

allow CommiSsion to set arbitrated access prices), House Ullt and Tel Comm draft 
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rev1sions to Ch 364, rer. PCB UT 95-01a, sec 364.163 (Including no mandatory 

reductions, but allowing the Commission to order rate decreases), Letter from R. Melson, 

MCI counsel, to Rep. S.W . Clamon11, Chairman, House Util. & Tel. Comm . dated Mar. 1. 

1995, att. at 12-14 (setting forth MCI's proposal for, omong other things, access rate 

adJustments, in response to Clemons request).) Among the reJected options was a 

proposal for cost-based access rates,1 WhiCh is just what MCI wants to ach1eve through 1ts 

Complaint. ~Complaint at 4-6.) Indeed, the Legislature has consistently refused to 

grant reductions any greater than 5% -not just 1n 1995, when the statutory rev1sions were 

adopted, but in the 1996 and 1997 sessions as well, despite intense lobbying by MCI and 

other IXCs. Having failed In rts efforts to convince the Legislature, MCI has now turned to 

the Commission. 

As the Commission knows. It has no authority to overnde the Legislature's policy 

dac1sions about access charges. "Actions by an agency 1ncons1stent With leg1slahve 

purposes or beyond the scope of the agency's authonty are ultra wes and Without legal 

effect. Burris, AclministraJrva law, 1987 Survev of Florida Law. 12 Nova L Rev 299. 316 

(1988). See also State Dep't of Insurance v. Ins Svcs Office. 434 So.2d 908 (Fia 1st 

DCA 1983) A Commission ruling that existing rates are ·antlcompehtive· and must be 

reduced would violate Section 364.163 and d1srupt the Legislature's careful balance 

between the conflicting goals of access charge reduct1ons and ma1ntenance of untversal 

service. 

~ The proposed amendment, ultimately withdrawn, read, in relevant part ·aoth 

1nterconnechon services and netwof1\ access services shall be offered at cost-based 

pnces." Sen. Comm. on Commerce & Ec. Opp., Proposed Am 35, Apr 4, 1995 pkg 
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MCI's attempt to enlist the Commission's support in 1ts end-run around the 

Legislature Is all the more troubling because MCI has remained closely onvolved in the 

legislative debate about appropriate access charge levels since ot began years ago 

Certainly, 11 would not continue to pour lis lime a~ etrort Into lrying to obtaon access 

reductions from the Legislature if It truly believed it could get the same thong from the 

Commission.' 

B. The Commlulon'a General Authority to Pollee Anti competitive 
Behavior Doea Not Supersede the Speclflc Constraints On Its Authority 

to Adjust Acceaa Rates 

Commission procedure reqwes e complaint to ote the "rule, order, or statute th81 

has been violated· (FPSC Rule 25-22 036(7)(c)) To thos end, MCI alleges that "GTEFL's 

deliborate action and practice of charging excessive switched access prices lo MCI 

constitutes anti-competitiva behaviOf which violates Sectoons 364 3381(3) and 

364.01(4)(g) ·(Complaint at 3) Sedion 364 3381(3) provides that "(t)he commoss1on shall 

have continuing oversight jurisdiCtion over cross-subs1d1za1oon, predatory pncmg. or other 

similar anticompetltlve behavior and may investigate, U})On complaint or on 1ts own motion. 

allegations of such practices· Section 364 01(4)(g) states that tho Commossoon "shall 

exerose ots exclusove JUflsdoctoon in Ofdar to ensure tnat a I providers of 

' In fact. on the same day MCI filed its CommisSion Complaint, II ago on complaoned 

to the Legislature about GTEFL's and Unlted/SprlnVCentel's access rates and again 
alluded to Its plan •to work[) with the legislature to address this very Important issue.' 

(Letter from Terry D. Lawler, Regional Mgr., MCI Govtl Affairs, to Rep Debby P 
Sanderson, dated July 9, 1997.) The letter reveala MCI'a own asaenmant thatloglslal ive 
(rather than Commission) action 11 necessary to compel greater access rate reductoons 
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teleoomml.niC8tlons seMc:es are treated faltly, by preventing antacompelll••e behavlOf and 

eliminating unnecessary regulatOty restraint • 

These provisions cannot ~oustaln MCI's Complaint because they do not supersede 

the reqwements of Section 364.163. MCI cannot trick the CommiSSIOn 1nto tgnOfmg 

sect10n 36-<4 163 11mpty by focuss1ng Instead on the Commtsst~ ~·s general authonty to 

investigate anlicompetltive pntdices 

As explained above, section 364.163 establ ishes a detailed plnn for access charge 

1ncreases and decreases, including an explicit statement of the Commtsston's role tn 

adm1n1ste.ring that p lan Again, the statutOty process hmtts the CommiSSion's d1screhon 

over reducbons, excep4 to ens~Xe that the annual 5% reductions are made, ns necessary 

To sustain MCI's Complaint, the Comm1sslon would have to tgnore the stated leg1slallvo 

constraints on Its jurisdiction over access charges and rely Instead on 1ts general abthty 

to pohce anti<:on'1petrtive behavior Tl'ris read1ng def1es common sense If the Comm1ss1on 

had complete authonty to adjust access rat.e levels, there v.ould be no need to grant 11 tho 

purely ministerial d iscretion to assure the prescr1b?j reduct1ons In terms o f bas1c 

statutory construction, spec~fic provisions (here, regulatory overs1ght only to determ1ne the 

correctness of legislatively mandated rete adjustments) Wlll control over general ones (a 

general statement c:A jl.Wisdtct1on to lfMISligate anhcompet1tive behav10f ) Sulhertand Stat 

Const sec 45.05 (5th ad ) 

Legislative h istory conf~rms the clearly def1ned hm1ts on CommiSSIOn JUfiSdlCtlon 

over access charges. The Legislature considered and rejected, for example, proposals 

that 'NOUid have given the Commission conbnu1ng oversJght "fOf purposes of ordenng rate 
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decreases: (House Util. and Tel. Comm. draft leglalation, see 364 163( 1 )(e), ref PCB UT 

95-01a); that would have allowed the Convnrss1on to set access pnces through arb1trat1on 

(Sen Staff AnalysiS and Ec Impact Statement, SB 1554. Mar 25, 1995, at 5), and that 

would have QM10 the CommiSSIOn the authof1ty to develop a schedule for access charge 

reductions (CSISB 1554, The TelecomrrU'Iicatlons Bill, Briefing Summary, Exec Off1ce of 

the GovefnO(, Office of Planning and Budgeting, June 14, 199. , at 15) 

Contrary to MCI's suggestions, the CommisSion cannot expand the spec~fic 

JUrisdiction It has been granted over access charge adjustments by choos1ng 1nstead to 

rely on Its general authority to monitor antrcompetrtlve behav1or Th1s outcome would 

render meaningless the junsdlctronal p!'escr1pt1ons of sect1on 364 163 and undermme the 

Legislature's carefully considered decisions about the appropnate t1m1ng and procedures 

for moving access charges closer to their underly1ng costs 

II. There Ia No Reason to Order a Hearing or Other Investigation 

A. MCI'a "Subsidization" Allegations Are Irrelevant and Unsupported 

Almost a third of MCI's Complaint Is allegatior.s of ·subsld1z.atron • Oesp1te the 

space they :ake up, these claims are irrelevant to the relief MCI seeks and the statutory 

violations It daims. The Commission should not be diStracted by these lncend1ary and 

unsupported accusations 

MCI argues that GTfFL Is using rts ·w1ndfall" from access charges to ·subSidize• 

d1scounts for toll and vertical services and the act1vilres of lis long-distance affll1ate For 

alllts talk of ·subsidization," however, MCI has carefully avoided alleg1ng any violation of 
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the cross-substdy provisions in the statute For instance, tnstead of groundtng tis 

Complaint in subsections (1) and (2) of section 364.3381-wtuch requtre the LEC to set 

service prices under guidelines thilt will ensure against anltcompelttive cross-

subsidization-Mel relies instead on subsection (3), which ts just a general oversight 

provision. As this Commission knows, the anhcompetrttve evtl asSOCiated With cross-

subsidizabon is below-cost pricing. This well-understood concept is mantfest in the pnctng 

provisions of section 364.3881(1) and (2). But MCI has not anJ cannot ctatm that GTEFL 

tS pricing any of Its services belc N cost Indeed, the behavror rt cnhctzes·-dtscounts on toll 

and vertical servtces, non-recumng charge warvers. and the hke .. ,s the anltthests of 

·antlcompetittve • These pro-consumer measures are exactly the sort of thtngs a firm tn 

an effectively competitive market can be expected to do Because they do not involve 

below-cost pricing-and. again, MCI has not even alleged thAt they do··tMre 1s no cause 

for concern by regulators • 

In any case. MCI's tale of a "S130 mtlhon financial wtndfatr that GTEFL tS allegedly 

using to substdize its tong-dtstance and verttcal services tgnores the Wldely-recognrzed 

fact that access charge revenues are used to help lteep basrc local servrce affordable 

• k part of tts strategy to draw ottent100 away from the law govemrng tis Complarnt, 

MCI footnotes a case tn which the Texas Public Service Commtsston held that GTE 

Southwest was not acttng at arm's length wtth Its long-drstance affiliate Thrs case has 

nothing to do wtlh access charges, so its appearance '"the Complarnt rs merely rrrelevant 
More Importantly, the decision is so pfatnly wrong from a legal standpoint that the Texao 
Commission's own G41neral Counsel filed a motion for rehearing to seek tts reversil! The 

General Counsel aupportr the Administrative Law Judge's factual findings that GTE 
Southwest did not engage !1 , any preferential , discriminatory, or anltcompelrllve behavror 

G41neral Counsers Motion for Reheanng, July 15, 1997, tn Texas PUC Docket No. 157 11 
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This link between eec:eu charges and bas1c local rates was forged by the Commiss1on 

when it first established the intrastate access charge scheme In 1983, its ·overriding goal 

was to implement access charges that maintain the financial viability of the LECs while 

maintaining universal service." Intrastate Tel. Access Charges for Toll Use of Local 

Exchange Services. Orcler no. 12765 (1983) at 7 

This goal 11 just as important today. As the Eighth \ rcu1t Court of Appeals 

observed In rejecting a challenge to the FCC's Interim acceu charge levied upon IXCs. 

"Ciearty Congess did not intend that universal servk:e should be adv!lrsely affected by the 

•nstrtution of cost-baaed rates: Competitive Tels Ass'n at al v FCC et at No 96-3604, 

Internet ww.o.•.wulaw.wu.stl.edu/Bth clr/op1nion. at "11 (8th CIT . June 27. 1997) Access 

charge issues remain at the core of the tans1on between encourag1ng co'Tlpetition and 

maintaining universal service, and It is this tension that has led Florida's leg1slators to 

reject unduly steep ecoess reductions It is true. as MCI cla1ms, that GTEFL's access rates 

are h1gher than they would be If they were solely mar11et~nven But th1s does not make 

them ·anticompetitlve,' as MCI believes Certainly, the Comnussion--as the agency wh1ch 

set the prices that became the statutory baseline-neecs no reminder that Flonda access 

charges remain relatively h1gh because of longstand•ng social policies of subsid1z1ng basic 

local service rates. 

As the Cofmliss100 considers the Complaint, then. 11 should avo1d be.ng distracted 

by MCI's ·subsidiz.atron• digressions. A careful reading of MCI's f1 llng reveals that the only 

behav1or 11 describes as antlcompetltlve and In violation of any statute IS the "deliberate 

actJon and pradlca of charging excessive switched access pnces to MCI • (Complaont at 
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3.) Ills the level of access charges themselves-not subs1d1es or anyth1ng else MCI m1ght 

discus~! is the basis of the Complaint, end the only thing from which MCi seoka relief 

MCI's unsupported allegations about pract1ces that are allegedly ·related• to access 

charges-and that are, in any case, benign-Qinnot htde the fact that MCI has no leg11tmate 

basis for It• Complaint and that the Commission cannot grant the relief MCI requests The 

Commission should simply Ignore these irrelevant allegation• 

B. Thoro Ia Nothing to lnveatlgeto 

MCI asks the Commission to hold a hearing to determ1ne that GTEFL's ·cnarg1ng 

excessive access rates· is unlawful and to reduce those rates alter heanng (Complaint 

at 10.) The purpose of a hearing, of course, 1s lact-f1nd1ng In this ~se. however, a 

hearing would be useless, because there are no facts to be gathered and no evidence to 

be examined. 

In the requ1site statement of dispu1ed 1ssues of fact, MCI des1gnates only one 1tem 

"whether (GTEFL's] current practice of charging excessive switched access pnces 

constitutes anlt-<:Ompelttrve behavior • (Compla1nl i t 9.) Th1s IS not a •tact• 1ssue at all 

The conclusion as to whethef GTEFL's rates are, 1n fact. ·anttcompelttlve· and ·excessiVe· 

1s purely a legal one. GTEFL's access rates are published 1n tanffs, so there 1s no d1spute 

as to what they are. AIYJ GTEFL admits that its access rates are well above cost, so there 

IS no d1spu1e about that either There are s1mply no factual 1ssues to be dedded and. as 

for the legal one-whether GTEFL's rates are anlicompetlltve- that has been addressed 

extensively here In this Mollon and Memorandum ol Law No heanng Is necessary to 
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determine that the Commission cannot undermme the Legislature's aCGess rote scheme 

As d lacuaaed earlier, this Ia a jurladid lonat laaue and, as such, mus1 be dec1ded at !he 

ou!set. The Commission shoold no! allow MCI !o force GTEFL and the Comm1ss1on to 

waste valuable time and resources on a hearing process, espeCially when that heanng 

cannot yield MCI the tower aCGess charges MCI seeks. Reiher !han gran! a necessarily 

Mile heanng, the Commission should consider what steps 11 might take to encourage tt: 

conditions that will drive Florida access charges closer to th81f costs Below, GTEI=L 

discusses this more productive approach for the new competitive ora 

Ill. GTEFL Would Not Oppose Acceu Charge Reductions 
Under the Right Circumstances 

Although GTEFL opposes this proceeding, it does not necessarily oppose access 

charge redudions. In fad, GTEFL believes that implicit subsidies in any roles, 1nclud1ng 

access rates, cannot be maintained Ill a c:ompe111rve envlfonmenl The FCC, for tns!ance. 

has aptly observed that, 

as competition develops, Incumbent LECa mo1 be rorced 1o lower !heor 

ecc:eas ch81'Q81 or loae market share, 1n e11her case leoperdtzmg the source 

of revenue tnat. in the oa5l. has oenDIUed the Incumbent LEC to otter service 

to otter customeG. parti<OJ!ar!y those In h1gh-cost areas. at below-<:Osl 

pnces. 

ACGess Charge Reform, CC Dkl. 96-262 etc., FlfSI Report and Order, FCC 97 ·158. May 

16, 1997, at para 32 [emphasis added). 

Thus eny access reductlons-whethef compelled by !he market or the Legtsla!ure-

canno1 be made in a vacuum, as MCI suggests Any serious effort 10 substanually move 
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access charges to their underlying costs must be part or a broader undertak1ng to 

rationalize Ill prices-lncludlng lhoae for basic local service. To the extent that subsidies 

are still warranted for residential set vice customers. these Slbsld~es must be made exphot. 

and all carriers must contribute their fair share toward covenng them If all ol the 

necessary measures are taken to correctly rebalanca rates and 'lnsure that un~versal 

serviCe f\nfing is truly oompetitively neutral. GTEFL would readl~ reduce access charges. 

as is its option under section 364.163. 

GTEFL invites MCI to join in a comprohens•ve effort to create the cond1t1ons 

necessary for developing open and fair competition GTEFL would not be surpnsed. 

however, 11 MCI decl1nes th1s 1nv1tauon, for MCI has a keen .nterest 1n atta1n1ng access 

reductions sn the absence ol rate rebalanong and the establishment of a competitively 

neutral universal service funding method. 

GTEFL's local oompe!Jtors-ernong them MCI~ not bear any earner-of-last-resort 

obligations, and can be expected to target high-value customers (or h1gh-marg1n serv1ces 

such as toll), whose rates are the product of GTEr: _'s disoriented rate structures. 

Predictably, MCI "will certainly go aner those parts of the market that we constder most 

profitable· (Bert Rober1s, MCI Chief Execute Officer, Moneyhne (talk show), Aug 1. 

1996 ) 

MCI and other competitive local exchange earners (CLECs) Will Implement th•s 

strategy by offering high-value customers pnces that are below thoso that GTEFL currently 

cnarges, and below those 11 must continue to charge if the Incumbent LECs, like GTEFL, 

alone cont1nue to shoulder universal service support costs These nval suppliers--free to 
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•• • • 
enter and compete only In the profitable marl<ell (those where the LECs currenlly generate 

unrversal sol'\llce support aubsldles)-enjoy a wholly artificial price advantage since the~r 

rates need not cover tundrng fof social poliCies 

Even the FCC has r~::ognrzed the Irresistible cream-skimming opportunltres th1s 

situation presents: 

In a ~e INif1ult, a carrier that attempts to char .! rates s1gmficanlly 

above c....st to a class of customers will lose many of those customers to a 

competitor. Thislnoantive to entry by competitors in ,he lowe at cost, h ighest 

profit marl<et segments means that today' a pillars of 1mpllcrt subsid1es--hrgh 

access charges. high prices for business seNices. and the averagrng or 

rates over broad geographic areas-will be under attack New competitors 

can target service to more profitable customers Without havrng to build rnlo 

their rates the types of cross-subsidies that have been requrred of ex1s1tng 

carriers who serve all customers. 

Universal Sel'\lice Report and Order, CC Docket No 96-45, May 8. 199~ . at para 17 

MoreovM, the CLECs can accomplish this ·cream skrmm1ng· w1th lrtlle or no caprtal 

1nvestment by purchesrng unbundled network elements from GTEFL 

These CLEC strategies threaten GTEFL's financral vrabrllly and. 1n turn, unrvorsal 

service. As CLECs like MCI target and capture the sources of revenue contrrbuuons 

GTEFL currently uses to maintain universal sel'\llce, GTEFL wrll be unable to susto1n th1s 

obJe<;t!ve. No company can suvrve rf it 1s requ1red to provide sorr.:l sef'\11ces at prrce levels 

that are below those that would exist in o rational. competitive marketplace. while 11 11 

forced by competition to re11nqu1sh the merg1ns on other serv1ces that perm11tod 11 to 

provrde the supported services The relief MCI seeks 1n 1ts f11lng would hasten and 

eKacerbate th1s harm for GTEFL and its network. which IS the foundat1on for un1versa1 

service and competitive entty alike. Indeed, the action MCI urges 11 anhcompelttlvo, not 
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• • 
GTEFL's access rates. 

While MCI's Complaint must be d1smissed because it 1s defiCient on 1ts face, the 

f1llng has served a useful purpose It has bfought to the fore the press1ng need to 

rationalize GTEFL's rate structure and to quickly establish a compellhvely neutral means 

or assuring explicit and predictable subsidy Oows to promo J umversol serv1ce Once 

these conditions are satisfied, GTEFL Will need no external prompting to reduce 1ts access 

charges. 

. . . 
GTEFL asks the Commission to d1sm1ss MCI's Compla1nt be<.ause 11 has no 

1unsd.dion to grant the relief MCI requests and because 11 la1ls to state a leg111mate c1a1m 

or unlawful action under Florida law 

Respectfully submitted on July 29. 1997 

By 

Anthony Gillman 
Posl Off1ce Box 110, FL TC0007 
Tampa, Florida 33601 
Telephone: 813-483-?617 

Attorneys for GTE Flonda Incorporated 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a copy ot GTE f lorida Incorporated's Motlat to 01sm1ss 

and Supporting Memorandum of Law in Docket No. 970841-TP was sent via U S Ma11 

on July 29, 1997 to: 

Martha Brown, Staff Counsel 
Florida Public Service Commission 

2540 Shumard Oak Boulev<Vd 
TllllhUIM, FL 32399-0850 

Thomas K Bond 
MCI Telecommunications Corp 

780 Johnson ferry Road. SUite 700 
Atlanta. GA 30342 

R1chard D. Melson 
Hopping Green Sams & Sm1th 

P. 0 . Box 6526 
Tallahassee, FL 32314 

Joseph A. McGlothlin 
Vid<i Gordon Kaufman 

McWhirter Reeves McGlothlin Davidson Rief & Bakes. P A 
117 South Gadsden Street 

Tallahassee. FL 32301 
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