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August 21, 1997 

Director. Division ofRccordJ and Reponing 
Florida Public Scrvioe Commisaion 
2S40 Shumard Oak Boulevard 
Tal~ FL 32399 

RE: Docket No, 970172 

Dear Mrs. Bayo: 

-.. , ('" 
' /l I ''· ,, . 

Enclosed arc an original and ftl\cen copies of AT&T Communicatioru of the Southc:n 
Slates, Inc.'s Post Hearing Brief and Stat.ement oflssucs and Positioru Please file these 

documents in the above captioned dockd 

A eopy of this letter i.s enclosed Please marie il 10 indie&le Lhll the original was filed and 
return the copy to me. Copies have been served on the parties shown on I he anachcd Cenificate 

of Service ThanJc you for your usistance 

Enclosures . "' 
cc: All panica or r«<rd 
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FLOR~OA PUBLIC SERVICE COMMISSION 

In re: Establishment ot 
intrastate implementation 
requirements governing federally 
mandated deregulation of local 
exchange company payphones. 

In re: Petition by HCI ) 
Telecommunications Corporation ) 
for an order requiring BellSouth ) 
Telecor Jnications, Inc . to ) 
remove its deregulated payphone I 
investment and associated 1 
expenses !rom its intrastate I 
operations and reduce the ) 
Carrier Common Line rate element I 
o f its intrastate switched ) 
access cha rges by approximately ) 
$36.5 million as requi red by the I 
Federal Telecommunications Act I 

~o~f-1~9~9~6~·------------------------- 1 

In re: Petition by HCI 
Telecommunications Corpor ation 
for an o rder requiring GTE 
Florida Incorporated to remove 
its deregulated payphone 
investment and associated 
expenses from its i ntrastate 
operations and reduce Carrier 
Common Line r ate element o f its 
intrastate switched access 
charges by approximately $9.6 
million as required by the 
federal Telecommunications Act 
o f 1996. 

DOCKET NO. 970281-TL 

DOCKET NO. 970173-TP 

POST KEARING BRIEr AN') STATEMENT 
OF ISSUES AND POSITIONS Of' ATU COHKUNICATIONS Of TH£ 

SOUTHERN STATES, INC. 

AT&T Communications ot the Southern States, Inc., r~AT&TNI 

pursuant to R. 25-22.056, Fla. Admin. Code and Commission Order 

DOCUH(IIT "' Vi'[R -DATE 

08437 AUG211;; 

FP SC -Rr ('QPDS m:POR:TIHO 



. . 

No. PSC 97-091 4-PKO-TP, files ~his Post Hearing Brief and 

Statement or Issues and Positions and states : 

Iaaue Number l(a): 

What ia the amount of intraatate payphone a u.baidy, 1! any , 
that neeca to be eliminated by each l ocal exchange ~ny 
purauant to S.otion 276(8) (l) (b) o! the Telecarmunicationa 
Act o! 1996? 

AT'T •The au.baidy amount ! o r S.ll8outh ia no leaa than 
$6,501 , 000 . • 

,Issues lb - lk have been resolved by stipulations approved by 

the Commission.) 

BellSoutb Telecommunications, Inc. I~BellSouthHl 

affirmatively states that the amount of intrastat~ payphone 

subsidy needed to be ~liminated in this docket is $6,501 , 000 

(Lohman, T-23) . Hr . Lohm41n further admitted, upon cross-

examination from staff, that usi~g ARMIS data which is more 

c losely payphone related, there is an additional subsidy o ( 

$1.001 million for a total subsidy of $7.502 million. (Lohman, T 

76· 77). Based upon the evidence adduced at hearinq as to t he 

amount of subsidy at issue, AT'T suggest that the Commission Clnd 

that for BellSouth there is a tota l intrastate subsidy o f $7 . 502 

million whic h should be applied to reduce switched access ra tes 

as discussed in issue number 3 . 

Iaaue Number 2: 

I! a n intraatate payphone aubaidy ia identit'ied in Iaaue 1, 
do the rcc• a Payphone Reolaaai!ication Ordera require the 
Florida Public Service Commiaaion to apeoi!y which rate 
el~nt(a) ahould be reduced to eliminate auoh aubaidy? 
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AT'T *Yea, The FCC haa deleqated to the atate ooamiaaione 
the reaponaibU.I.ty to determine th•t pt,yphone coata and 
aubaidiea hav. ~n removed !rem i ntraatate rate•. The 
ecc-iaaion' a determination muat loqically apeoi!y the rate 
being reduoed to r_,v. the aubaidy. • 

On September 20, 1996, the Federal Communications Commission 

("FCCN) issued its First Report .and Order, Orde r No . 96-388, 

Docket Number 96-128, i~plementinq the Telecommunications Act of 

1996. ("FCC Order•). It is this o rder which r equires incumbent 

local exchanqe carriers ("LECSH) to remove f rom thei r int r astate 

ra tes charges that recover the cost of their pay telephones . The 

FCC mandated that the various state commissions dele r~ine the 

amount of the subsidy and the speci f ic rate element which should 

be reduced to eliminate the same. (FCC Orde r at paragraph 166) . 

That paraqraph specifically provides: "States muat determine the 

intrastate elements that must be removed to el iminate intrastate 

subsidies within this time frame . N (Emphasis supplied). 

The FCC language with regard to this issue is abundantly 

clear . It. is the Commission ~at must determine wh ich rate 

elements should be reduced. Thus, the Commission' s FCC-mandated 

review is such that more is required than simply determi ninq that 

the subsidy has been eliminated; which is the central thrust or 

the original proposed agency action (PSC Order Number PSC-97-

0356-FOF-TP) that prompted the underlying petition and de novo 

review in this docket. The Commission must a!!irmatively 

determine which rate element should be reduced in order to 
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eliminate the subsidy . Here, the parties to this proceeding have 

proposed t wo possi ble r ate elements, business hunting charges and 

switched access rates . AT'T suggests, as discussed in Issue 

number 3, that ther e is sound logic for using the payphone 

intrastate subsidy to t urther r educe access cha rges. 

Issue Number 3: 

It an i ntraatata payphone aubaidy h ident1!i4td in Iaau• 1 , 

what i a the appropriat.o rate el-nt (a) to be r4tduced to 
eliminato auch aubaidy. 

AT, . *All idanti!iable revenue• ahould be uaed to reduce 
awitched acceaa ohargoa - apaci!ically to r4tduoe the Carri er 
Comnon Line Charge . Acceaa chargea remain aigniticantly 
over coat and are not likely to be intluenced !avorably by 

con'l)eti tion in the near tam* 

The pr incipal issue in this docket is tho necessity of the 

Commission ' s determining which speci t ic rate element should be 

reduced by virtue ot the elimination o f the intrastate payphono 

subsidy. Two options wore presented to the Commission at 

hearing: BellSout h ' s proposal t o r educe business hunting charges 

and MCI and AT&T' s proposal to reduce switched access charges. 

Given that no o t her speci f ic rate elements were considered a t 

hear1ng by either the parties or stat! , t he Commission, as a 

matter ot policy, should select one of these t wo element s Cor 

reduction due to elimination of the introstotu payphone subsidy. 

First, the proposal is almost completely devoid of any 

support as to why as a policy matter hunting charges should be 

reduced before switched access char ges . BellSouth's taritr 
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tiling ~nd supporting documentat ion simply reflect BellSouth's 

preterred m~thod of eliminating the subsidy amounts from its 

rates; nothing therein supports why the reducti ons should be made 

to hunting ch~rges . BellSouth's b~ais for selecting hunting 

charges is limited to the r~tionale th~t since switched access 

rates h~ve been reduced in recent Commission proceedings it is 

time to apply the p~yphone subsidy reductions to ~nother 

BPllSouth service that is priced above cost. (Lohman , T 37, 491 . 

Interestingly BellSouth offers no meaningful evidence in support 

of such ~ policy determination by the Commi ssion. While Hr. 

Lohman testified to having •seen an old study on hunting• the 

study was never proffered into evidence and can be considered 

anecdot~l in n~ture at best. 

BellSouth's l~ck ot any real evidenti~ry basis in favor o C ~ 

Commission determination to choose hunting charges as a matter o t 

policy i s reflected in an exchange between Hr. Lohman and Sta!! 

Counsel where Hr. Lohm~n s tated: "So I believe by saying and 

showing (that access ch~rgea have ~lre~dy been reduced) why it 

shouldn't go on ~cceaa, that supports hunting; but th~t may be 

semantics. (Lohman, T 65). Clearly, a~llSouth's lack o f any real 

support of ita proposal t o apply intrastate payphone subsidy 

amounts to hunting charges begs the question o t whether such a 

proposal is consistent with the aound pro-competition policy that 
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the Commi ssion has previously embraced in tho arena of fostering 

local competition . 

Even BellSouth' s argument with respect t o adopt.ng hunting 

charges because access charges have already been reduced iu 

deficient . Hr. Lohman admitted under c ross examination that 

BellSouth's reductions in switched access rates that have 

occur r ed to date have been the result, not o! voluntary 

reductions, but o r actions or this Commission directing those 

reductions due to BellSouth' s excess earnings. (Lohman , T 381. 

Moreover, Hr. Lohman's testimony tails to address the !ac t that 

despite the reduction in switched access rates, those rates st i ll 

remain substantially above cost and impose an impediment to 

competition on tho local level. 

AT,T's proposal t o use the intrastate payphone subsidy to 

f urther reduce switched access ra tes Is supported by six distinct 

reasons. Firat, it is undisputed that access charges rema in 10 

to 13 times above BellSouth's underlying cost. Second, the 

markup Bellf~uth en joys is significantly higher than the markup 

BellSouth enjoys on any other major revenue producing service i t 

o!Cera . Third, the incremental co~ : incurred In providing the 

ca rrier common line charge is ~ero, thus producing an in!inite 

markup over coat. Fourth, switched access has traditionally been 

recognized to be priced artificially high in an orrort to kocp 

other rates low which cannot be said o r hunting arrangements or 
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other local service otterings. Fifth, under Be11South' s elected 

price cap r egulation BellSouth has already had sufficient 

opportunity to reduce end user rates to meet potential 

competitive markets. And sixth, because of the price cap 

opportunities extended to BellSout h and othe r incumbent loc~l 

exchanqe carriers , this docket may he the last opportunity tor 

t ' e Commission t() move access charges closer to cost corusistcnt 

with past Colllllliaaion policy. (Guede1, T 101-1021 . 

Anothe r critical reason tor supporting s witched access rate 

reductions over similar r eductions in hunt ing charges is the 

sensitivity of each elLment to competition, now and in the 

future . AT'T witness Guedel's unrefuted testimony is that the 

price of hunting services will be subject to competition sooner 

than the price of access service. (Guedel, T 103). ALECs 

entering the local market will inevitably o t ter hunting t o 

compete with BellSouth. This will subject hunting charges to 

competitive pressure that will drive the price down. However, 

even with local competition, terminating access charges will 

still not be subject to competit ive p~!ssures that will tend to 

drive its price down . (Guedel T. 102-103) This is due to the 

fact that the local company with the access lines sets the 

terminating access charge and they arc going to be whatever that 

company sets them to be. (Guedol, T 102-103) . 
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Given the little likelihood o! meaningful competition 

pressure !or awitc hed acceaa charges compared to hunting charges, 

BellSouth's purpose in offering hunting cha rges is transpa r ent. 

By reducing hunting charges via this docket, BellSouth will be 

able to hone its competitive sword without bearing any rea l 

competitive pressu~e. Conversely, alternative l ocal exchange 

carriers subject to high priceo terminating switched access 

charges will have yet another barrier to overcome in o rder to 

meaningfully compete with BellSouth . Such a result is at odds 

with this Commissi on' s previous positions with respect to the 

fostering o! local exchange competition. 

While not an issue or within the scope ot this docket, 

BellSouth attempted to interject the issue o f whether AT& T would 

flow through access charges reductions in the event the 

r.omnission adopted AT'T and MCI's proposal. Although the <..ioalrman 

corructly determlned that BellSouth' s line of questioning was 

outside the scope of this docket, AT&T notes that it has in fact 

flowed-through all of its portion of previous s wl tched access 

rate reductions to customers and i a, tends to do so it the 

ComDission determines that awitcheu access should be reduced in 

thL docket. !Guedel. T 105-110). 

Given the sound rationales articulated by AT'T and MCI ln 

support of applying BellSouth's intrastate poyphone subsidy 

reductions to further reduce switched access charges, there la on 
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abundant basis r~r the Comaission t o make such a determinat ion. 

This is especially true when comparing the benetits o ( such a 

determination as compared to t he selection or BellSouth's hunt1nq 

charge proposal. As competition ia likely to occur over services 

such aa hunting chargee much sooner than access charges, the 

Commission can have the broadest pro-consumer impact by using 

th ' ~ opportunity to reduce access cha-ges now . Moreover, such a 

determination will further allow !o r meaningful competition over 

local exchange services consistent wlth state law and the Federal 

Telecommunications Act of 1996. 

Respect ful ----
K K. L 

Florida Bar 

submitted, 

Bryant, Hiller and 0 ive, P.A. 
201 South Monroe Street, Suite 500 
Tallahassee, Florida 32301 
(904 , 222-8611 

Tracy Hatch 
101 North Monroe Street, Ste. 700 
Tal lahassee , Florida 32301 
(904 ) ~ 75-6360 
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CERTifiCATE Of SERVICE 

1 HEREBY CERTIF'l' thet e copy ot the foreqoinq wes served by 

u.s. Mail o r hand delivery this 21st day o f August, 1997, to the 

following parties ot record aa liatod below. 

Doris Franklin 
AT'T Communications o f the 

Southern States, Inc . 
101 North Monroe Street, Sui te 700 
Tallehessee, FL 32301-1549 

Angola Green 
florida Public Telecommunicetions 
Associetion 

125 s . Gedsden St . , f2 00 
Tal l ahassee, fL 32301-1 525 

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

Nency H. Sllll5 
Bel l South Telecommunlcetions, Inc. 
150 South Monr oe Str eet, Suite 400 
Tellahassee, FL 32301 -1 556 

Richard Melson 
Hopping Lew Firm 
P.O . Box 6526 
Tal l ahesaee, FL 32314 

f.B. (Ben) Poaq 
P.O. Box 2214 
Tal l ohasaee, FL 32316-2214 

10 


	5-12 No. - 996
	5-12 No. - 997
	5-12 No. - 998
	5-12 No. - 999
	5-12 No. - 1000
	5-12 No. - 1001
	5-12 No. - 1002
	5-12 No. - 1003
	5-12 No. - 1004
	5-12 No. - 1005
	5-12 No. - 1006



