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P R O C E E D I N G S  

(Transcr ip t  continues i n sequence f rom Vol ume 14.) 

CHAIRMAN JABER: Ms. Keating, i f  I am look ing a t  t he  

l i s t  o f  witnesses co r rec t l y ,  we have gone through a l l  the  

vitnesses f o r  the hearing, bu t  I know t h a t  there are  

iutstanding requests f o r  o f f i c i a l  recogni t ion,  so l e t  me have 

iou remind me what those are. 

MS. KEATING: Ac tua l l y  we have got a couple o f  

iutstanding, what I bel ieve  are s t i p u l a t e d  exh ib i t s .  A couple 

i f  them are i n  response t o  Commissioners' questions dur ing t h e  

Zourse o f  the  hearing. The f i r s t  one t h a t  I would l i k e  t o  ask 

)e marked, and I bel ieve  the  next e x h i b i t  number i s  84, unless 

1 have l o s t  count. 

CHAIRMAN JABER: What i s  the  e x h i b i t  you want marked? 

MS. KEATING: It i s  F lo r i da  Publ ic  Service Commission 

f e l  i n e  data request responses dated October 2003 , and t h e  

2xh ib i t  shows the  number o f  L i f e l i n e  customers f o r  various 

incumbent companies and the  anci 11 ary serv i  ces they take. 

CHAIRMAN JABER: I s  t h a t  t h i s ?  

MS. KEATING: Yes, the  handwrit ten document. 

CHAIRMAN JABER: Okay. So i t  i s  responses t o  data 

requests on L i f e l i n e  customers. That w i l l  be marked E x h i b i t  

04. 

(Exh ib i t  84 marked f o r  i d e n t i f i c a t i o n . )  

MS. KEATING: The second t h i n g  I have, and I ' m  no t  

FLORIDA PUBLIC SERVICE COMMISSION 
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a r e ,  Madam Chai rman, i f Commissioners have received both 

i ieces o f  t h i s ,  but i t  would be a composite e x h i b i t ,  and these 

i r e  - -  t h i s  i s  survey data gathered by the Un ivers i ty  o f  

' l o r ida  on behal f o f  the FPSC. 

CHAIRMAN JABER: I s  t h i s  the updated informat ion 

:ommi ssioner Davi dson was aski ng f o r ?  

MS. KEATING: Correct. 

CHAIRMAN JABER: Update t o  the f a i r  and reasonable 

ra te study. 

MS. KEATING: This  i s  as o f  January through June 

2003. 

CHAIRMAN JABER: February through June 2003. I see 

I know you t h i n k  I ' m  going t o  make a Gator you a l l  laughing. 

joke. I t ' s  too 1 ate. February through - - 
MS. KEATING: January through June 2003. 

CHAIRMAN JABER: Thank you. And t h a t  survey data 

w i l l  be marked as Composite E x h i b i t  85. 

(Composite E x h i b i t  85 marked f o r  i d e n t i f i c a t i o n . )  

MS. KEATING: And then l a s t  i s  ac tua l l y  a cor rec t ion  

t o  an e x h i b i t  t h a t  was already entered i n t o  the record, but  i t  

also appears t h a t  we have not  entered the  conf ident ia l  

information, so I am j u s t  going t o  suggest t h a t  we add t h i s  one 

on rather  than t r y  and cor rec t  the e a r l i e r  one. This would be 

a con f ident ia l  e x h i b i t .  It i s  Bel lSouth's corrected responses 

t o  s t a f f ' s  In te r rogator ies  103 and 104, and i t  i s  a 

FLORIDA PUBLIC SERVICE COMMISSION 
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Zonfidenti a1 e x h i b i t .  

CHAIRMAN JABER: Okay. Bel 1South's corrected 

response t o  S t a f f  In ter rogatory  103 and 104 w i l l  be i d e n t i f i e d  

3s Conf ident ia l  Exh ib i t  86. And a l l  three o f  those exh ib i t s  

you have reached s t i p u l a t i o n  on i n  terms o f  being entered i n t o  

the record, Ms. Keating? 

MS. KEATING: I bel ieve  so. 

(Conf ident ia l  Exh ib i t  86 marked f o r  i d e n t i f i c a t i o n . )  

CHAIRMAN JABER: Mr. Twomey, you had your microphone 

on. 

MR. TWOMEY: Yes, ma'am, we s t i pu la ted  t o  it. I j u s t  

vJant t o  observe f o r  the record t h a t  the - -  not  wanting t o  

deprive the Commission o f  the survey data from the Un ivers i ty  

o f  F lor ida,  t h a t  we d o n ' t  - -  AARP doesn' t  t h i n k  t h a t  the 

informat ion on what the take ra tes  f o r  seniors on any other 

service besides s t r i c t l y  telecommunications services i s  

re1 evant t o  t h i  s proceedi ng . 
CHAIRMAN JABER: A l l  r i g h t .  With t h a t  noted, but no 

objections t o  the  exh ib i t s  coming i n t o  the  record, Exh ib i ts  84 

through 86 w i l l  be admitted i n t o  the  record. 

(Exh ib i ts  84 through 86 admitted i n t o  the record.) 

CHAIRMAN JABER: Any other  exh ib i t s?  

MS. KEATING: No, Madam Chairman, none t h a t  I am 

aware o f .  

CHAIRMAN JABER: I ' m  going t o  ask a l l  the pa r t i es  i f  

FLORIDA PUBLIC SERVICE COMMISSION 
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;here are any other matters t h a t  we need t o  en te r ta in  before we 

:ake up c los ing  arguments. 

le1 1 South. 

So s t a r t i n g  over here w i t h  

MS. MAYS: No, Madam Chair.  

CHAIRMAN JABER: Veri zon. 

MR. CHAPKIS: NO. 

CHAIRMAN JABER: Spr in t .  

MR. FONS: No, Madam Chairman. 

CHAIRMAN JABER: Pub1 i c  Counsel . 
MR. BECK: None. 

CHAIRMAN JABER: At torney General 's o f f i c e .  AARP. 

MR. TWOMEY: No, ma'am. 

CHAIRMAN JABER : Knol ogy . 
MR. MEROS: No, ma'am. 

CHAIRMAN JABER: AT&T. 

MR. HATCH: No, ma'am. 

CHAIRMAN JABER: M C I .  

MS. McNULTY: NO. 

CHAIRMAN JABER: S t a f f .  

MS. KEATING: No, ma'am. 

CHAIRMAN JABER: Commissioners. 

MR. FONS: Madam Chairman, may I ask a quest 

CHAIRMAN JABER: See, I already passed you. 

MR. FONS: I know, bu t  I j u s t  found a fo lded 

on? 

document 

i n  f r o n t  o f  me t h a t  I know was handed out  previously,  and i t  i s  

FLORIDA PUBLIC SERVICE COMMISSION 
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;he U.S. Census Bureau poverty 2002, and I d o n ' t  show t h i s  as 

ie ing  marked as an e x h i b i t .  

CHAIRMAN JABER: I f  I am th ink ing  o f  t h a t  document, I 

I f  i t  i s  the same document, t h a t  i s  took o f f i c i a l  recogni t ion.  

the federal  poverty income l e v e l ,  Mr. Fons? 

MR. FONS: Yes. 

CHAIRMAN JABER: Yes, I already took o f f i c i a l  

recogni t ion o f  t ha t .  

MR. FONS: Thank you. 

CHAIRMAN JABER: Any other i n t e r r u p t i o n ,  Mr. Fons? 

MR. FONS: Not y e t .  

CHAIRMAN JABER: With the break t h a t  we took a few 

ninutes ago, do you a l l  need any other breaks before c los ing  

arguments, o r  can we get t o  c los ing  arguments? Speak now o r  - - 
MR. TWOMEY: Madam Chair,  Ms. Keating came by some 

time ago and asked i f  - -  

CHAIRMAN JABER: 

MR. TWOMEY: - - we would have a few minutes t o  

Do you need a few minutes? 

prepare, and - - 
CHAIRMAN JABER: 

MR. TWOMEY: 

CHAIRMAN JABER: Okay. Wel l ,  how about we come back 

15 minutes o r  longer? 

I t h i n k  15 minutes i s  adequate f o r  me. 

a t  6:30, we w i l l  en te r ta in  c los ing  arguments, and remind a l l  

t h a t  t he  prehearing o f f i c e r  had already establ ished a t i m e  

per iod as se t  f o r  8 minutes each par ty .  Okay. Thank you. 

FLORIDA PUBLIC SERVICE COMMISSION 
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lease p i c k  up a l l  o f  the  con f iden t ia l  in format ion you have 

assed ou t .  

(Recess. 1 

CHAIRMAN JABER: A l l  r i g h t .  L e t ' s  get  back on the 

ecord. We are ready f o r  c los ing  arguments, e i g h t  minutes a 

larty. Commissioners, I propose t h a t  we s t a r t  w i t h  the  ILECs, 

, ince i t  i s  the  ILECs' p e t i t i o n ,  and then t u r n  t o  the  IXCs f o r  

.he i r  argument, and conclude w i t h  the consumer advocates. And 

suppose I should ask have you a l l  agreed on an order,  M r .  

leck? 

MR. BECK: Yes. I t h i n k  when we reach our p o i n t  I 

rould go and then Mr. Twomey would go and General C r i s t  would 

:oncl ude. 

CHAIRMAN JABER: Okay. That sounds good. Ms. White. 

MS. WHITE: Thank you, Madam Chairman, Commissioners. 

[ know we are a l l  ready f o r  t h i s  t o  end, b u t  I do have some 

Final thoughts t h a t  I t h i n k  we need t o  t a l k  about. F i r s t ,  

l e t ' s  t a l k  about the  s t a t u t e  t h a t  has brought us t o  t h i s  p o i n t .  

The Statute 364.164 was passed by the l e g i s l a t u r e  and signed 

i n t o  l a w  by the  governor. The l a w  wasn't  o f  your doing, bu t  

you do have t o  implement i t , and you have t o  implement i t  as i t  

i s  w r i t t e n ,  no t  as some o f  the  pa r t i es  t o  t h i s  proceeding wish 

i t  had been w r i t t e n .  

I n  t h i s  regard, t h i s  s ta tu te  o r  a t  l e a s t  the  l e a s t  

the pa r t  everyone i s  concerned w i t h  i s  p e r f e c t l y  c lea r .  It 

FLORIDA PUBLIC SERVICE COMMISSION 
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Section 364.164 requi res you t o  brooks no i n te rp re ta t i on .  

consider whether grant ing Bel lSouth's p e t i t i o n  w i l l ,  "Remove 

current support f o r  basic loca l  telecommunications service t h a t  

prevents the creat ion o f  a more a t t r a c t i v e  competit ive l oca l  

exchange market f o r  the  bene f i t  o f  res ident ia l  customers. I' 

Period . There i sn t anything ambi guous about t h a t  1 anguage. 

Any supposed ambiguity i s  c l e a r l y  contr ived. 

Moreover, t h i s  language i n  the  s ta tu te  i s  p e r f e c t l y  

l og i ca l  and consistent w i t h  what t h i s  Commission i s  t e l l i n g  the  

l eg i s la tu re .  

i n  F lor ida,  on Page 17, you stated, and I quote, "UNE-P ra tes 

are based on the  ILECs' forward-looking costs t o  provide l oca l  

service, whi le  l oca l  ra tes h i s t o r i c a l l y  have been subsidized i n  

order t o  make them more af fordable.  Thus, even though 

F lo r i da ' s  UNE ra tes may be comparable t o  other states,  CLECs 

may f i n d  the res ident ia l  market less a t t rac t i ve . ' '  

I n  your recent ly  completed repor t  on competit ion 

There r e a l l y  i s n ' t  any room f o r  controversy here. No 

matter how hard the AARP and the OPC t r y  t o  deny it, support 

f o r  basic l oca l  ra tes does e x i s t ,  and cannot be wished away. 

Now, there has been a question raised about whether you can 

consider before approving Bel lSouth's p e t i t i o n  the impact o f  

the pass-through o f  t he  reduction i n  access charges on 

res ident ia l  customers. The short  answer i s  no, you can ' t .  The 

s ta tu te  requires t h a t  the  ILEC reduce i t s  access charges t o  

p a r i t y ,  and provides t h a t  the reduction can be used - -  can be 

FLORIDA PUBLIC SERVICE COMMISSION 
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tel ecommuni cati ons servi ces , 
the revenue neutral i t y  t h a t  

i s  required by the statute. The statute does not require b i l l  

neutrality, i t  requires the change be revenue neutral t o  the 

1 oca1 exchange company. 
Can you review w h a t  the IXCs are doing t o  make sure 

they follow through on the flow-through of the reductions? 
Sure. They are subject t o  your jurisdiction and you can do 

that. Can you make sure t h a t  every person who experiences an 
decrease i n  

aw neither 
increase i n  basic rates gets a corresponding 
intrastate t o l l  rates? No, you can' t .  The 
contemplates t h a t  nor allows i t .  

W i t h  a l l  this s a i d ,  however, l e t ' s  
us the main p o i n t .  The law t h a t  has brought 

competitive market enhancement. Now, you 

job  of promoting competition. 29 percent 
1 ines and 9 percent statewide of resident 
served by competitors. The difference i n  

not lose sight of 

here re1 ates t o  
a l l  have done a great 
statewide of business 
a1 lines are now 
those two numbers, 

however, according t o  your own report, the competition report, 
turns on the difference i n  the price of basic local services. 

Importantly, you have direct uncontroverted evidence i n  this 
record t h a t  this i s ,  i n  fact, true. You heard the witness from 
Knol ogy . 

Notwithstanding t h a t  Dr. Gabel and Dr. Cooper t h i n k  

they know better, Mr. Boccucci i s  probably the best person here 
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o t e l l  you what w i l l  r e a l l y  happen w i t h  and without ra te  

bebalancing. 

I $9 basic loca l  ra te  i n  F lo r ida  versus a $15 basic loca l  ra te  

n Tennessee, he i s  going t o  go t o  Tennessee. 

r i t h  h i s  cap i ta l .  He cou ldn ' t  have been any c learer  about the 

mpact o f  current 1 oca1 t e l  ecommuni ca t ion  rates on competit ive 

mtry. I heard D r .  Cooper s o r t  o f  sco f f  a t  Knology's business 

:ase, but  i t  should be i n t e r e s t i n g  t o  note t h a t  Knology i n  the 

'anama City exchange has 35 t o  40 percent o f  the  res ident ia l  

iccess 1 i nes. 

He made i t  a p r e t t y  c lear .  When he i s  looking a t  

He i s  vot ing 

Now, there i s  c l e a r l y  a problem here t h a t  has t o  be 

r o u b l i n g  t o  you and t o  a l l  o f  us. I f  res ident ia l  rates are 

r i c e d  below cost, so t h a t  competitors won' t  come t o  the 

iarket ,  o r  w i l l  on ly  come t o  ce r ta in  segments o f  the  

-esident ia l  market, wouldn't  res ident ia l  subscribers ra ther  

lave a below cost r a t e  than a r a t e  increase? That i s  a good 

question. The problem w i t h  the  question i s  t h a t  the 

leg is la ture has answered i t  a t  t he  s ta te  l eve l  and Congress has 

inswered i t  a t  the federal l e v e l .  They sa id competit ion i s  the 

m w e r .  Moreover, even the f o l k s  here who have objected t o  

these plans concede t h a t  competit ion does b r i n g  benef i ts  t o  

xstomers, t o  consumers. Where consumers ' ra tes are above 

:est, competit ion dr ives the rates t o  cost. 

joesn ' t  happen, competit ion br ings innovation and choices. 

Even where t h i s  

The l e g i s l a t u r e  has made t h a t  decision. Now, does 

FLORIDA PUBLIC SERVICE COMMISSION 
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chat mean t h a t  the people t h a t  you have heard from who object  

to these increases o r  who say they c a n ' t  pay them a r e  j u s t  out 

i f  luck? That these people w i l l  j u s t  have t o  drop o f f  the 

system? That people on Social Secur i ty  w i l l  have t o  go without 

)hones? No, i t  doesn't mean any o f  t h a t .  The l a w  c l e a r l y  

wovides f o r  increased protect ion o f  L i f e l i n e  customers i f  the 

3e t i t i ons  are granted by adding the e l i g i b i l i t y  c r i t e r i a  o f  125 

Jercent o f  the poverty l e v e l .  I r e c a l l  t h a t  the Verizon 

Mitness t e s t i f i e d  t h a t  they cu r ren t l y  have 21,000 L i f e l i n e  

m t o m e r s  and expect t o  add 20,000 more under t h e i r  plan. 

The federal poverty threshold Ms. Keating hold us 

through one o f  our exh ib i t s  i s  about $28,000 f o r  a family o f  

four, which means the threshold f o r  L i f e l i n e  service a t  125 

percent o f  the  poverty leve under these proposals w i l l  be 

approximately $35,000 f o r  a family o f  four .  

r i g h t  t o  be concerned about these people, bu t  the same l a w  t h a t  

requires you t o  grant these p e t i t i o n s  based on the  evidence 

presented here has addressed those concerns. 

I t h i n k  you are 

Now, under the s ta tu te  you can grant o r  deny 

BellSouth's p e t i t i o n .  However, i f  you grant Bel lSouth's 

p e t i t i o n  we would make our compliance tariff f i l i n g  consistent 

w i th  the  commitments t h a t  we have made here on the record. 

Spec i f i ca l l y ,  increasing L i f e l i n e  e l i g i b i l i t y  t o  135 percent o f  

the federal poverty leve l  ; and, two, increasing our proposed 

nonrecurring charges such t h a t  the Bel 1 South recurr ing ra te  
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increase f o r  s ing le  l i n e  res iden t ia l  service would be lowered 

3y approximately 36 cents. 

Let  me close by t e l l i n g  you t h a t  we a l l  know t h i s  

i sn ' t easy. There are tremendous pressures be i  ng exerted here. 

de know t h i s  i s  unpopular, bu t  i n  t h i s  case the  hard th ing ,  the 

unpopular t h i n g  i s  the  r i g h t  t h ing .  Approving Bel lSouth 's  

p e t i t i o n  w i l l  make the  lega l  telecommunications market more 

a t t r a c t i v e .  I n  tu rn ,  t h i s  w i l l  induce enhanced compet i t ive 

en t ry  and t h a t  w i l l  b e n e f i t  no t  on ly  res iden t ia l  customers, but  

a l l  customers i n  F lo r ida .  Thank you. 

CHAIRMAN JABER: Ms. White, I ' m  sure I w i l l  have 

other questions l a t e r ,  bu t  I need t o  c l a r i f y  your l a s t  p o i n t .  

You have agreed t o  increase your proposed nonrecurr ing charges 

such t h a t  t he  l oca l  ra tes w i l l  be lowered by 36 cents from your 

proposal ? 

MS. WHITE: Such t h a t  t he  s ing le  l i n e  res iden t ia l  

serv ice increase would be lowered by approximately 35 cents 

w i t h  the  s h o r t f a l l  made up i n  increasing one o f  t he  

nonrecurr ing charges. 

CHAIRMAN JABER: Okay. Does t h a t  matter - -  i s  t h a t  

number co r rec t  regard1 ess o f  which methodol ogy we might sel ec t  , 

the  t y p i c a l  o r  the mi r ro r ing? 

MS. WHITE: Yes, ma'am. 

CHAIRMAN JABER: The number i s  the  same? 

MS. WHITE: Yes, ma'am. 
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S .  

Chai r, 

Eommissioners. 

D f  your hard work and exceptional e f f o r t s  over the  l a s t  few 

days. You have heard from a l l  the  witnesses, and the  

ev ident iary  record i s  now complete. That record demonstrates 

tha t  Veri zon I s r a t e  rebal anci ng p l  an meets the  s t a t u t o r y  

c r i t e r i a  and i t  i s  i n  the  pub l i c  i n te res t .  

I want t o  s incere ly  thank you and s t a f f  f o r  a l l  

F i r s t ,  using the  Commission's own UNE costs,  Verizon 

has demonstrated t h a t  i t s  basic ra tes are supported. As 

Ver i  zon I s witnesses have expl a i  ned, these UNE costs 

conservat ively est imate the  incremental cost  o f  p rov id ing  basic 

service. Second, Verizon has demonstrated t h a t  i t s  r a t e  

support f o r  basic services i n  a 

Verizon has demonstrated t h a t  the  

mpai r s  competit ion f o r  res iden t i  a1 

supported by speci f i  c evidence o f  

t e r r i t o r y .  

L e t ' s  r e c a l l  t he  unrebutted testimony o f  Mr. Evan 

Leo. He explained t h a t  i n  Ver izon's t e r r i t o r y  there  a re  100 

business customers served by competit ive f a c i l i t i e s  f o r  every 

one res ident i  a1 customer. When you i ncl  ude resal  e and UNE - P,  

the r a t i o  i s  s t i l l  1 0 - t o - 1 .  The lack  o f  compet i t ion f o r  

res ident i  a1 customers i n  Veri zon' s t e r r i t o r y  i s  a1 so supported 

by common sense economics. Recall the testimony o f  D r .  C a r l  

rebal anci ng p l  an removes 

balanced fashion. T h i r d  

e x i s t i n g  ra te  s t ruc tu re  

customers. This f a c t  i s  

competit ion i n  Ver izon's 
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lanner. 
t h a t  the low cost prices stand i n  the way of competitors who 

nust recover their costs from selling a service. 
Dpponents were unable t o  address this evidence head on. They 

p u t  forward no credible explanation for the obvious lack  of 

competitive interest i n  Verizon's residential customers. 

He validated the simple yet straightforward not ion 

Verizon's 

Fourth, Verizon has demonstrated t h a t  reforming i t s  
basic local rates promotes residential competition. Knology, a 
real world competitor, brought this fact i n t o  sharp focus. 
Fel i x Boccucci expl a i  ned, Knol ogy entered Veri zon I s territory 
i n  anticipation of rate reform. And Knology's commitment t o  
future investment i n  Florida i s  dependent on the approval of 

the ILECs' petitions. Knology demonstrated how competition 
will provide large benefits t o  customers of a l l  incomes and 

ages i n  terms of service qua l i ty  as large dollar benefits on 
their b i l l s ,  not just for phone service, b u t  for cable TV and 

for Internet access, as well. Verizon's opponents were unable 
t o  explain away the specific affirmation of a competitor like 
Knol ogy . 

As 

F i f t h ,  Verizon has demonstrated t h a t  increasing 
competition benefits consumers. 
legislature found t h a t  the competitive provision of 

telecommunications services i s ,  " I n  the public interest." 
legislature also found t h a t  competition w i l l ,  "Provide 

In the Florida act, the 

ce, encourage the introduct customers w i t h  freedom of cho 
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iew telecommunications services , encourage techno1 ogical 

innovation, and encourage investment i n  the telecommunications 

in f ras t ruc tu re .  I '  The testimony provided a t  the hearings 

demonstrates i n  no uncertain terms t h a t  the l e g i s l a t u r e ' s  

f indings which were signed i n t o  l a w  by the governor, are 

supported by empi r i  cal ev i  dence and economi c theory. 

Verizon's opponents have r e l i e d  on three basic 

arguments i n  support o f  t h e i r  p e t i t i o n .  The record 

demonstrates t h a t  each o f  these arguments i s  incorrect .  F i r s t  , 

Verizon's opponents stand economic theory on i t s  head i n  an 

e f f o r t  t o  deny t h a t  subsidies r e a l l y  e x i s t .  They present a 

couple o f  d i f f e r e n t  versions o f  the  loop a l l oca t i on  theory. On 

one hand, D r .  Cooper r e l i e s  on the  same theory he put forward 

and t h i s  Commission re jected i n  the  f a i r  and reasonable docket. 

On the other hand, D r .  Gabel attempts t o  dress up h i s  loop 

a1 1 ocat i  on theory i n  a m i  sappl i cat ion  o f  economi c p r i  c i  ng 

p r i  nc i  p l  es . 
As the ILEC witnesses and the  I X C  economists have 

explained, the loop i s  r e a l l y  a cost o f  network access and thus 

a cost o f  basic service. Thus, D r .  Gabel Is re1 iance on loop 

a l l oca t i on  p r inc ip les  i s  misplaced. Moreover, as the Spr in t  

witness explained, D r .  Gabel Is theory must also be re jected i n  

any event on empirical grounds because i t  makes assumptions 

t h a t  are inconsistent w i t h  a rea l  world telephone network. 

Second, Verizon's opponents c la im t h a t  some s o r t  o f  

FLORIDA PUBLIC SERVICE COMMISSION 
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severe harm w i l l  b e f a l l  t h i s  s ta te  i f  you b r i n g  the  p r i ce  o f  

l a s i c  service i n  alignment w i th  our costs. This i s  not r i g h t .  

This i s  wrong. The F lo r ida  Commission i s  not  the f i r s t  

zommi ssion t o  undertake r a t e  rebal ancing . You have heard 

spec i f i c  evidence from people who were involved i n  p r i c i n g  

reform and s i g n i f i c a n t  p o l i c y - s e t t i n g  j u r i s d i c t i o n s ,  akin t o  

F1 o r i  da, i ncl udi ng Ca l  i f o r n i  a and Massachusetts. 

Contrary t o  the contentions o f  those opposed t o  ra te  

rebalancing, the testimony from the  hearing room shows t h a t  

p r i c ing  reform i n  those states caused no harm t o  universal 

service and no customer outcry.  The same can be said f o r  p r i o r  

experiences a t  the federal l e v e l .  P r i c ing  reform I n i t i a t e d  by 

the FCC actual y benef i t ted  universal service by br ing ing  

m i l l i ons  o f  new customers onto the  network. 

Did Veri zon' s opponents present evidence suggesting 

tha t  ra te  rebal ancing proved harmful i n  other j u r i s d i c t i o n s ?  

No. They produced no evidence, none t h a t  p r i c i n g  reform has 

ever caused harm i n  another j u r i s d i c t i o n .  Consequently, there 

i s  every reason t o  be l ieve t h a t  p r i c i n g  reform would be 

successful i n  F lor ida,  j u s t  as i t  was i n  Ca l i f o rn ia ,  j u s t  as i t  

was i n  Massachusetts, and j u s t  as i t  was a t  the  federal l eve l .  

Third,  Verizon' s opponents c la im t h a t  ratepayers and 

low income customers i n  p a r t i c u l a r  w i l l  be severely harmed i f  

t h i s  Commission br ings pr ices more i n  l i n e  w i th  our costs. 

record i n  t h i s  proceeding shows otherwise. As Verizon Witness 

The 
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lanner explained, the low income customers w i l l  be the biggest 

i ene f i c ia r i es  o f  p r i c i n g  reform. They are going t o  receive the 

le i e n e f i t s  o f  access reductions, but they won' t  be subject t o  t 

same basic r a t e  increases. 

What's more, t h i s  Commission and the  indust ry  have 

gone t o  great lengths t o  protect  these customers. The 

zommission has requested and Ver 

approval o f  i t s  p e t i t i o n  i t  w i l l  

f o r  two years a f t e r  i t s  i n - s t a t e  

Mith i t s  federal access rates.  

zon has agreed t h a t  upon 

not increase L i  f e l  i ne rates 

access ra tes  are i n  p a r i t y  

n addi t ion,  the  Commission has 

requested and Verizon has agreed t h a t  upon approval o f  i t s  

3 e t i t i o n  i t  w i l l  expand the L i f e l i n e  e l i g i b i l i t y  c r i t e r i a  

s i g n i f i c a n t l y  t o  135 percent i n  F lo r ida .  Accordingly, the 

wgument t h a t  poor customers w i l l  be severely harmed i s  simply 

not t rue .  

Fourth, Verizon's opponents argue t h a t  the IXCs don ' t  

plan t o  f low-through a s i g n i f i c a n t  percentage o f  access 

reductions t o  r e s i  dent i  a1 customers. As an i n i  ti a1 matter, 

t h i s  c la im should not be considered when making a decision on 

Verizon's p e t i t i o n .  The s ta tu te  does no t  provide t h a t  the 

Commission may consider how and t o  what l e v e l s  IXCs may f low 

through the  access ra te  reductions i n  rendering a decision. I n  

any event, the  argument t h a t  IXCs don ' t  p lan t o  f low-through a 

s u f f i c i e n t  percentage o f  access reductions i s  incor rec t .  

especia l ly  incor rec t  i n  Verizon's service t e r r i t o r y .  Verizon 

It i s  
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.ong Distance, a company t h a t  now has 50 percent o f  the 

Iesident ia l  l i n e s  i n  Ver zon's t e r r i t o r y ,  has t e s t i f i e d  t h a t  i t  

r i l l  f low-through the access reductions t o  both res ident ia l  and 

m i n e s s  customers based on the  r e l a t i v e  propor t ion o f  access 

ii nutes associ ated w i th  these c l  asses o f  customers. Thi s means 

;hat a substant ia l  ma jor i t y  o f  the access reductions w i l l  

iccrue t o  Verizon' s Long Distance res ident ia l  customers. 

And t h i s  br ings me t o  my l a s t  po in t .  This Commission 

ind the  indus t ry  have invested considerable resources t o  b r i n g  

:he benef i t s  o f  competit ion t o  res ident ia l  customers. Just 

:hink o f  the  e f f o r t s  t h a t  have been undertaken; interconnection 

i r b i  t r a t i  on , r e c i  procal compensation , numbering , number 

i o r t a b i l i t y ,  resale discounts, OSS i n  the 271 review, 

201 1 oca t i  on, UNE cos t i  ng and p r i  c i  ng , uni versa1 serv i  ce , and 

low the  implementation o f  the t r i e n n i a l  review order. And y e t  

there i s  one t h i n g  t h a t  remains t o  be done. One c r i t i c a l  step 

to b r i n g  competit ion t o  the res ident ia l  customer. That step i s  

r i n g i n g  l oca l  rates more i n  l i n e  w i t h  our costs i n  F lor ida.  

This Commission should f i n i s h  the  work t h a t  i t  

started. It should carry  out the w i l l  o f  the  l e g i s l a t u r e  and 

x- ing the  benef i t s  o f  competit ion, the benef i t s  o f  innovation, 

the benef i t s  o f  investment t h a t  other progressive states are 

beginning t o  enjoy so t h a t  F lo r id ians  can enjoy these, too. 

And i t  should do t h i s  by approving Verizon's plan. 

I f  t h i s  Commission grants Verizon's p e t i t i o n ,  we 
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iould, i n  fac t ,  make our compliance tariff f i l i n g  consistent 

i i t h  the representations we have made on the record w i th  

'espect t o  the increase i n  the L i f e l i n e  e l  i g i b i  1 i t y  t o  135 

iercent o f  the federal poverty l e v e l .  We would also increase 

iur  proposed nonrecurring revenues from 1.2 m i l l i o n  t o  2.4 

i i l l i o n ,  so t h a t  our basic loca l  rates would be ra ised by $1.2 

n i l l i o n  less than they otherwise would be. We a lso represent 

:hat i f  our p e t i t i o n  i s  granted we would agree not  t o  increase 

iu r  L i f e l i n e  rates f o r  four  years consistent w i t h  the  BellSouth 

iroposal. Thank you. 

CHAIRMAN JABER: Thank you, Mr. Chapkis. M r .  Fons. 

MR. FONS: Thank you, Madam Chairman. We have had a 

lard three days. A t  the  beginning I was convinced t h a t  we 

vould not  be able t o  make i t  i n  three days, bu t  because o f  the  

:ommission's e f f o r t s  we have achieved t h i s .  And you need t o  be 

jppl auded f o r  t h a t .  

This i s  a tough area and i t  has got a l o t  o f  complex 

issues. We have had a f u l l  and open exchange o f  ideas, we have 

lad a f u l l  and open exchange o f  information, and Spr in t -F lo r i da  

ias benef i t ted from the  g ive and take t h a t  has taken place i n  

th is  proceeding. And we hope t h a t  the Commission, and the 

sonsumers, and the  Attorney General have learned from t h i s  

?xchange, as w e l l .  And t h i s  exchange has been dr iven so le l y  by 

the 2003 act .  That 's  why we are here. 

And t o  put  the 2003 l e g i s l a t i o n  i n  perspective, t h i s  
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eg is la t i on  i n  the  f i r s t  instance restores t o  the Commission 

;he au thor i ty  t o  address l oca l  basic ra tes and access charges. 

The au thor i ty  t h a t  was taken away from t h i s  Commission i n  1995. 

3ut i n  res to r ing  t h i s  au thor i ty ,  the l e g i s l a t u r e  said we want 

;he Commission t o  look and t o  focus i t s  examination on the 

:reation o f  a more a t t r a c t i v e  competit ive market f o r  the 

ienef i  t o f  res ident i  a1 consumers. 

Now, the  2003 l e g i s l a t i o n  comes about not on ly  

iecause o f  what took place i n  '95,  1995, bu t  from a long 

i i s t o r y  o f  using access charges t o  support below cost basic 

res ident ia l  ra tes.  

wder from 1987, t h a t  there i s  an e a r l i e r  order, and I bel ieve 

t h i s  i s  the seminal order, the  order t h a t  puts us where we are 

today. And t h a t  was an order issued as a matter o f  f a c t  20 

years and three days ago. 

I noted when we were look ing a t  an o lder  

This was the  order t h a t  the Commission issued p r i o r  

t o  the AT&T d i ves t i t u re ,  which establ ished access charges as 

the mechanism f o r  maintaining the revenue f low from long 

distance t o l l  ra tes t o  support below cost basic loca l  ra tes and 

universal service. From t h a t  date t o  today, t he  Commission, 

the l eg i s la tu re ,  and the  indust ry  have been s t rugg l ing  w i t h  how 

t o  address t h i  s bui  1 t i n subsidy and cross - subsi dies between 

services w i t h  the  i n t e r e s t  o f  creat ing a more competit ive 

market i n i t i a l l y  i n  the  t o l l  area and then u l t ima te l y  i n  the  

loca l  area. 
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This e f f o r t  was f u r t h e r  complicated i n  1995 when the  

Up u n t i  1 l e g i  s l  ature opened the 1 oca1 exchange t o  competit ion. 

tha t  t ime there was a monopoly and the  Commission could 

continue t o  hold loca l  ra tes low and there was nobody t h a t  

could come i n  t o  take the business. Now we have t o  f i n d  a way 

not on ly  t o  address the c rea t ion  o f  a market based t o l l  - -  

competit ive based t o l l  market, we have t o  address how t o  create 

a competit ive based loca l  market. 

loca l  market f o r  res ident ia l  consumers. 

Especial ly a competit ive 

It i s  i n s t r u c t i v e  t h a t  the  business consumers have 

reaped the  benef i ts  o f  l oca l  and t o l l  competit ion, and t h a t  

simply because the business market was from the beginning a 

f i n a n c i a l l y  a t t r a c t i v e  market across the  board. While there 

S 

may have been some res ident ia l  competit ion, and there i s  some 

res ident ia l  competit ion f lowing from the 1995 act ,  t h a t  

competit ion i s  not  across the  board. 

And so we are here today addressing the IXCs' 

p e t i t i o n s  which seek t o  b r i n g  competit ion t o  the res ident ia l  

consumers across the board. The evidence t h a t  you have heard 

over these l a s t  three days i s  compelling testimony. That 

testimony i s  t h a t  res ident ia l  competit ion w i l l  occur and w i l l  

benef i t  res ident ia l  loca l  consumers w i t h  choices o f  providers, 

products, and pr ices i f  rebalancing occurs. This i s  what the 

l eg i s la tu re  intended and t h i s  i s  what Governor Bush demanded i n  

order t o  sign the 2003 Act. I n  h i s  l e t t e r  signing the ac t ,  the  
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lovernor noted, " I  am certain t h a t  th is  legislation will  allow 

111 Floridians t o  experience greater options so t h a t  u l t imately 

oca1 phone customers will have the opportuni ty  t o  access new 
;ethnology and be offered the level of choice and qua l i t y  t h a t  

is now commonplace in  long distance and cellular phone p l a n s . "  

The decision i s  now yours t o  make as t o  whether the 
intentions of the legislature and the governor will be 

Fulfilled. As Attorney General Crist pointed o u t  i n  his 

:omments the other day, you are the Public Service Commission, 

md your duty i s  t o  take care of the pub l i c .  And t h a t  i s  a 

r o a d  use of the term public, not  one segment of the public, 

) u t  a l l  of the public. Your t i t l e  also says service. Service 

to the public can be inferred from t h a t ,  bu t  service t o  the 
Jublic i s  not provided by the Public Service Commission. 

Service t o  the publ ic  i s  provided by companies and investors 

Mho wish t o  come in and serve the consumer i n  a profitable way. 

As you heard yesterday from Mr. Boccucci with 

(nology, there are companies and there are investors who can 
and will bring services t o  a l l  of the consumers i n  Florida, a l l  

D f  the residential consumers i n  Florida, bu t  only i f  they can 
do so p r o f i t a b i l i t y .  B u t  the current support for all basic 

residential local service rates prevents t h a t  from happening 

except on a limited basis in some residential markets. 
The evidence i s  further compelling t h a t  the 

residential consumers wi l l  d i r ec t ly  and tangib ly  benefit by the 
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lore competit ive market t h a t  w i l l  be created by grant ing 

; p r i n t - F l o r i d a ' s  p e t i t i o n  t o  reduce the  support cur ren t ly  

irovided by switched access network revenues. So we are back 

:o where we s ta r ted  out 20 years ago. We are grappl ing w i th  

:his issue. And now i s  the opportuni ty t o  deal w i t h  i t  once 

ind f o r  a l l .  And as D r .  Gordon has observed, per fect ion i s  a 

laudable goal, bu t  the pu rsu i t  o f  per fec t ion  should not  become 

the enemy o f  the good. 

And t h a t  observation applies no t  on l y  t o  the 

negul a tors  , i t  a1 so appl i es t o  Spr in t  - F1 o r i  da , i t  a1 so appl i es 

to the consumers. And t o  t h i s  end Spr in t -F lo r i da  has already 

:ommi t t e d  and made concessions requested by the  Commission. 

Sprint w i l l  commit t h a t  i f  i t ' s  amended p e t i t i o n  i s  granted, 

Sprint w i l l  f i l e  conformance t a r i f f s  and documents t h a t  r e f l e c t  

the commitments t h a t  Sp r in t -F lo r i da  has made on the record. 

4nd i f  you w i l l  r e c a l l ,  these commitments are t h a t  we w i l l  

increase L i f e l i n e  t o  135 percent o f  the  federal income leve l ,  

poverty l e v e l ,  and t h a t  we w i l l  increase the  term o f  exemption 

f o r  L i f e l i n e  customers from three t o  four  years. And we also 

committed t o  the Commission t h a t  we would increase the time 

w e r  which we make our increases from three steps over two 

years t o  four steps over three years. 

Commissioner Davidson asked about t h a t  - - 

CHAIRMAN JABER: Repeat t h a t .  

MR. FONS: That we w i l l  commit t o  increasing the time 
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ie r i od  from two years and three steps t o  three years and four 

steps i f  the Commission grants the p e t i t i o n .  

;o do t h i s  as S p r i n t ' s  Witness Sta ihr  ind icated,  and Spr in t  i s  

fur ther w i l l i n g  t o  commit i f  the amended p e t i t i o n  i s  granted 

that Sp r in t  w i l l  f i l e  the fo l lowing t a r i f f s  w i t h  regard t o  the 

nates f o r  the four increments. 

12.25; i n  2005, $2.25; i n  2006, $1.50, and i n  2007, 86 cents. 

Sp r in t  i s  w i l l i n g  

I n  2004, the  r a t e  would be 

There i s  record evidence t o  support t h i s  commitment. 

Thi s proposal i s  not i nconsi s tent  w i t h  Bel 1 South ' s proposal , 

rlerizon's proposal, nor w i t h  Bel lSouth's Witness R u s c i l l i ' s  

testimony t h a t  increases o f  about $2 per year would not a f f e c t  

subscribership. This commitment re la tes  on ly  t o  the  recurr ing 

nonthly ra tes,  not  t o  the s ing le  l i n e  business rates.  Thank 

you, Madam Chair. 

CHAIRMAN JABER: Only t o  the recur r ing  monthly rates, 

not t o  s ing le  l i n e  business. What about the  nonrecurring 

charges? 

MR. FONS: I f  you w i l l  r e c a l l ,  Madam Chairman, the 

testimony o f  S p r i n t ' s  Witness Mr. Felz t h a t  the  nonrecurring 

charges already cover cost, and t h a t  any e f f o r t s  t o  increase 

them f u r t h e r  would become a b a r r i e r  t o  people coming on the 

network and would be very d i f f i c u l t  t o  maintain i n  a 

competit ive s i t ua t i on .  

CHAIRMAN JABER: I'm sorry,  I d i d n ' t  ask the question 

I am going back t o  your agreement w i t h  Mr. Shafer's co r rec t l y .  
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testimony now? 

MR. FONS: Yes. 

CHAIRMAN JABER: That doesn 

charges? 

MR. FONS: The nonrecurring 

increased one add i t iona l  step i n  comp 

understand i t , bu t  we would c e r t a i n l y  

CHAIRMAN JABER: Okay. And 

nonrecurring charge i s ?  

MR. FONS: The nonrecurring 

1 i s t e d  on E x h i b i t  73. And as you can 

charges are d i f f e r e n t  f o r  res iden t ia l  

1891 

t a f f e c t  t h e  nonrecurring 

charges would be a lso 

iance w i t h  - -  as we 

consider t h a t .  

remind me what t h e  

charges f o r  S p r i n t  are 

see, t he  nonrecurr ing 

and business, and they 

are set  f o r t h  i n  the  columns headed 9, 10, 11, 12, 13, 14, 15, 

and 16. And t h a t  on ly  those the three increments. 

CHAIRMAN JABER: Okay. 

MR. FONS: And we would respread the  nonrecurr ing 

charges on the  same basis  t h a t  we spread the  l o c a l  ra tes.  

CHAIRMAN JABER: That was my question. Thank you. 

Commi ss i  oner Deason . 
COMMISSIONER DEASON: I t h i n k  the  record speaks f o r  

i t s e l  f ,  bu t  you a1 so made a commitment you were going t o  work 

w i th  t h i s  Commission i n  a workshop t o  review ECS. 

MR. FONS: That i s  cor rec t .  I ' m  sorry ,  when I gave 

out the numbers f o r  2006 and 2007, the 2006 number instead o f  

$1.50 w i l l  be $1.36, and the  r a t e  f o r  2007, instead o f  86 
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:ents, w i l l  be a d o l l a r .  

CHAIRMAN JABER: Okay. L e t ' s  go through those 

lumbers again, then, Mr. Fons. I n  2004 you sa id  2.25? 

MR. FONS: That i s  cor rec t .  

CHAIRMAN JABER: 2005, 2.25? 

MR. FONS: That i s  cor rec t .  

CHAIRMAN JABER: 2006, 1.36? 

MR. FONS: That i s  cor rec t .  

CHAIRMAN JABER: And 2007, a d o l l a r ?  

MR. FONS: That i s  cor rec t .  

CHAIRMAN JABER: And t h a t  agreement w i t h  Mr. Shafer 's 

testimony w i l l  no t  apply t o  s ing le  l i n e  business. And what 

loes t h a t  mean, t h a t  you w i l l  s t i l l  adhere t o  your proposal t o  

incrementally increase over a two-year per iod,  three steps? 

MR. FONS: That i s  cor rec t .  

CHAIRMAN JABER: But f o r  nonrecurring charges you 

d i l l  , consistent w i t h  Mr. Shafer 's testimony, do the three-year  

four steps? 

MR. FONS: That i s  cor rec t .  We w i l l  respread them. 

CHAIRMAN JABER: Now - -  okay. I w i l l  w a i t .  Thank 

you. 

M r .  Meros. 

MR. MEROS: May i t  please t h i s  t r i b u n a l .  Madam Chair 

and Commissioners, i t  has been my great p r i v i l e g e  t o  represent 

Knology o f  F lo r i da  i n  t h i s  case. Knology o f  F lo r i da  and I 
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deeply appreciate the careful  a t ten t i on  t h a t  a l l  o f  you have 

given us and the respect t h a t  you have shown not only t o  

zounsel, but  t o  the witnesses and t o  the pub l ic .  

thank you f o r  t ha t .  

I personally 

The issue before t h i s  Commission i s  unquestionably 

important. 

but the fac ts  now t h a t  they are i n ,  and now t h a t  you have a 

record before you demonstrate t h a t  the  answer i s  not  d i f f  c u l t .  

The answer I would suggest i s  apparent from the record. 

It i s  one t h a t  a f f e c t s  g rea t l y  the  pub l ic  i n te res t ,  

This case has generated understandable concern and 

even fears about unintended consequences. 

appreciate the concerns o f  peopl e 1 i ke F1 or ida  ' s great Attorney 

Seneral s i t t i n g  here a r t i c u l a t i n g  and expressing those 

concerns. But for tunate ly ,  again, the  fac ts  and the record 

t h a t  t h i s  Commission has before i t  now and the mountain o f  

evidence t h a t  i s  now before you shows t h a t  those fears w i l l  not  

be rea l ized.  And t h a t  instead, t he  fears w i l l  be replaced by 

tangible benef i t s  t o  the customers and the res ident ia l  

customers t h a t  t h i s  Commi ssion i s  concerned about. 

I respect and 

And whi le the OPC theor izes and hypothesizes about 

what these p e t i t i o n s  do o r  whether they comply w i th  the l a w ,  

Knology o f  F lo r ida  has come before you w i th  rea l  l i f e  p rac t i ca l  

common sense fac ts  and informat ion t o  show you what w i l l  r e a l l y  

happen. Our case i s  not  based on theory, i t  i s  supported by 

e theory, bu t  i t  i s  based on facts .  f rank ly  incont rover t ib  
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dhat happens here i n  F lo r ida  versus 25 miles nor th  o f  here when 

me crosses an imaginary l i n e  and goes t o  Georgia, o r  when one 

goes fa r the r  down t o  Dothan, Alabama. Those r e a l  facts  inform 

t h i s  case i n  ways t h a t  t h i s  Commission d i d  not  hear from any 

I t h e r  witness. 

What Knology has shown i s  t h a t  these p e t i t i o n s ,  i f  

granted, w i l l  do j u s t  what the l e g i s l a t u r e  asked and j u s t  what 

the l eg i s la tu re  wanted, and the  l e g i s l a t u r e  speaking f o r  the 

people o f  F lor ida.  It w i l l  create a more a t t r a c t i v e  

competit ive loca l  exchange market f o r  the bene f i t  o f  

res ident i  a1 consumers. Not one o r  two, res i  dent i  a1 consumers 

as a whole. And i t  w i l l  induce enhanced market ent ry .  The 

s tatute i s  t i t l e d  competit ive market enhancement. 

t i t l e d  re ten t ion  o f  ant icompet i t ive monopolist ic control  over 

loca l  rates.  

It i s  not 

I f  the Commission implements t h i s  po l i cy ,  Knology 

stands ready and w i l l i n g  t o  expand i t s  e x i s t i n g  market i n  North 

F lor ida,  and subs tan t ia l l y  so. To f u l l y  implement i t s  plan and 

i t s  investment i n  P ine l las County serving a l l  o f  those, and 

especia l ly  the f i xed  income c i t i z e n s  o f  P ine l las County. And 

i t  stands ready and w i l l i n g  t o  aggressively expand i n  other 

F1 o r i  da markets. 

I would suggest, Commissioners, t h a t  t h i s  case i s  

about res ident ia l  consumers and those who would compete f a r  

more than i t  i s  about the ILECs. And I would ask t h i s  
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Commission t o  look a t  what the facts  are i n  the  record w i th  

regard t o  those who might want t o  compete and what those would 

o f f e r  t o  res ident ia l  consumers i n  F lo r ida .  The evidence there, 

I suggest, i s  unrebutted t h a t  i t  would provide substantial 

tang ib le  benef i ts  t o  res ident ia l  consumers. 

Now, what are those facts? And I f i r s t  want t o  t a l k  

about Knology, and also you, as f a c t - f i n d e r ,  and what you b r ing  

t o  t h i s  analysis. Not only do you b r i n g  extraordinary 

technical knowledge o f  s t a f f  and the Commissioners, but  you 

also b r i n g  common sense t o  t h i s  and must look a t  these matters 

w i th  a sense o f  who i s  c red ib le  and who i s  not .  Who i s  t e l l i n g  

the  whole t r u t h ,  who i s  not. Who i s  speculat ing about fears 

t h a t  might be there. 

No one here has suggested t h a t  Knology's testimony i n  

any way i s  untrue, i s  overstated, o r  w i l l  h u r t  consumers. And, 

i n  fac t ,  i t  was very revealing, I suggest, t h a t  D r .  Gabel and 

D r .  Cooper, ne i ther  one o f  those witnesses suggested t h a t  

Knology's testimony was not  cred ib le .  And, i n  f a c t ,  t h a t  was 

retracted. 

benef i t s  t h a t  Mr. Boccucci t e s t i f i e d  t o .  They have had t h a t  

testimony, they have known o f  t h a t .  There i s  no t  a h i n t  t h a t  

Knology's testimony i s  not  exact ly  what w i l l  occur. 

No one i s  saying t h a t  Knology w i l l  no t  provide the 

I n  1997, Knology took a calculated r i s k  and came t o  

F lo r ida  be l iev ing  and hoping t h a t  F lo r ida  would do what had 

been done i n  other states,  and t o  be rebalance rates i n  a way 
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dhere l oca l  rates could be such t h a t  Knology could f u l f i l l  i t s  

business p l  an o f  o f f e r i n g  1 oca1 telephone service a1 one, i f 

possible, bu t  also i n  conjunction w i th  bundled services. They 

took t h a t  r i s k ,  and what happened and what does the  evidence 

r e f l e c t  i n  t h i s  record? They took the r i s k  and when they d id ,  

competit ion increased. And the incumbent provided addi t ional  

services, worked a t  keeping i t s  customers. 

But since t h a t  t ime what has happened i s  the loca l  

telephone rates have been such t h a t  Knology i s  operating a t  a 

net  l oss  and has decided a t  t h i s  po in t  t h a t  i t  cannot expand i n  

i t s  e x i s t i n g  market here w i t h  the current  r a t e  s t ructure.  

cannot provide the jobs i n  Panama City and i n  Pensacola and 

For t  Walton, i t  cannot provide the services w i t h  the so r t  o f  

subsidy t h a t  ex i s t s  i n  Panama City. And regardless o f  what the 

ILECs' costs are, we know f o r  a f a c t  t h a t  Knology i s  facing the 

d i f fe rence between $9 i n  loca l  ra te  i n  Panama City versus being 

able t o  obta in  $15 25 mi les down the road across the  l i n e  i n  

Georgia. Those are rea l  numbers and rea l  fac ts .  

It 

Knology purchased the Verizon f a c i l i t i e s  i n  P ine l las 

County and w i l l  honor i t s  commitment. That commitment a t  t h i s  

po in t  and the  fac ts  r e f l e c t  i s  an expenditure o f  $35 m i l l i o n .  

What the fac ts  also r e f l e c t  i n  the w r i t t e n  testimony i s  t h a t  

Knology would l i k e  t o  expend up t o  $100 m i l l i o n  i n  t h a t  very 

market t o  improve services, t o  improve the network, t o  provide 

the s o r t  o f  benef i ts  t h a t  Mr. Boccucci ta lked  about. They 
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cannot f u l f i l l  t h a t  s o r t  o f  commitment under the  current  r a t e  

s t ruc tu re ,  and they have made t h a t  very c lear .  

Mr. Boccucci t o l d  you t h a t  he receives c a l l s  d a i l y  t o  

get i n t o  other  markets, bu t  he cannot finance t h a t ,  he cannot 

get the money necessary t o  come i n  and help consumers i f  t h i s  

system continues as i t  i s ,  which i s  nothing bu t  a detr iment t o  

the res iden t ia l  consumers t h a t  t h i s  Commission i s  so 

appropr ia te ly  concerned about. There are b e t t e r  a1 te rna t i ves  

i n  Knoxvi 11 e, Tennessee, o r  Greenvi 1 1 e, South Carol i na than 

present ly  e x i s t  i n  F lo r i da .  

Now, I b r i e f l y  want t o  t a l k  about D r .  Gabel and what 

D r .  Gabel sa id  about Knology i n  an e f f o r t  t o  t r y  t o  a t tack  the  

c r e d i b i l i t y  o f  Knology. I f  the  Commission r e c a l l s ,  D r .  Gabel, 

about the on ly  t h i n g  he could say about Knology i s  t h a t  i n  i t s  

10K repor t  i t  made some comment concerning access charges and 

t h a t  access charges were no t  bene f i c ia l  t o  Knology. What D r .  

Gabel d i d  no t  t e l l  t h i s  Commission i s  i n  the very 10K t h a t  he 

was referencing, which i s  i n  Footnote 104 o f  h i s  rebu t ta l  

testimony, t he  comments made by Knology re la ted  t o  two small 

ILECs t h a t  Knology, I nc .  owns outside o f  F lo r ida .  The access 

charge comments were by Knology as ILECs, not  as a CLEC. And 

i t  i s  absolute ly  c lea r  on the  same page where D r .  Gabel read 

from t h a t  i t  re la tes  t o  I n t e r s t a t e  Telephone and Val ley 

Tel ephone, two ILECs which Knol ogy owns. 

On the  very preceding page what Dr. Gabel a lso f a i l e d  
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to  inform you o f  i s  t h a t ,  again, Knology said w i t h  regard t o  

number p o r t a b i l i t y  i n  t h a t  same 10K, t h a t  whi le  number 

portabi 1 i t y  benef i t s  our competit ive 1 oca1 exchange c a r r i e r  

3perations as CLEC, i t  represents a burden t o  Val ley Telephone 

and In te rs ta te  Telephone. Again, Knology i s  speaking as an 

ILEC i n  t h a t  s i t ua t i on ,  not  as a CLEC. But D r .  Gabel d i d n ' t  - -  
MR. BECK: Chairman Jaber, I want t o  ob ject .  Counsel 

i s  r e f e r r i n g  - - I d o n ' t  know what he i s  r e f e r r i n g  t o ,  because 

i t  i s  not evidence i n  the  case what he i s  r e f e r r i n g  t o .  

CHAIRMAN JABER: Let me ask you, Mr. Beck. Counsel 

re fer red t o  a footnote i n  the  rebut ta l  testimony. 

MR. BECK: Yes, the  footnote re fe r red  - -  
CHAIRMAN JABER: Are you suggesting t h a t  footnote i s  

not i n  the testimony o r  t h a t  i t  i s  not  i n  the record? 

MR. BECK: There i s  a footnote where D r .  Gabel gives 

the reference t o  where the excerpt from the 10K came from. 

Now, apparently the  10K i s  not  i n  evidence. There i s  a 

footnote t h a t  gives a reference f o r  t h a t .  Now, apparently what 

counsel i s  doing i s  c i t i n g  excerpts from the  10K. The 10K i s  

not i n  evidence and we d o n ' t  know what the context i s .  He 

should have asked D r .  Gabel about t h i s  i f  he wanted t o  use it 

i n  c losing arguments. 

CHAIRMAN JABER: 

outside the scope o f  the testimony? 

MR. BECK: Yes. 

So your ob ject ion i s  the c los ing  i s  

FLORIDA PUBLIC SERVICE COMMISSION 



1899 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MR. MEROS: May I respond t o  t h a t ,  please, ma'am? 

CHAIRMAN JABER: Absolutely.  

MR. MEROS: The 10K i s  i n  evidence. I t  was 

referenced i n  104, and the website i s  there wi th  the f u l l  10K, 

the paper. 

CHAIRMAN JABER: Mr. Meros, what was the  e x h i b i t  

number on the 10K repor t? 

MR. MEROS: There i s  no t  an e x h i b i t  number on the 10K 

repor t .  The website i s  104, and the  c i t a t i o n  from there i s  on 

Footnote 104. 

CHAIRMAN JABER: Well, I t h i n k  we are t a l k i n g  past 

each other.  I want t o  know where i n  the record i s  the 10K 

repor t .  

MR. MEROS: The 10K repor t  i s  not i n  w r i t i n g  i n  an 

e x h i b i t  i n  the record. 

CHAIRMAN JABER: Okay. Then you need t o  move on. I 

am going t o  sustain the ob jec t ion  and ask you t o  move on. 

COMMISSIONER DAVIDSON: I w i  11 say, Chairman, t h a t  

informat ion was useful f o r  me. I asked D r .  Gabel s p e c i f i c a l l y  

about t h i s ,  and you had ins t ruc ted  the witness t h a t  he would 

have an oppor tun i ty  i n  c los ing  t o  address t h i s .  So, thank you, 

s i r .  

CHAIRMAN JABER: Tha t ' s  f i n e ,  but  t h i s  i s  not an 

opportuni ty t o  t r y  t o  b r i n g  i n  new evidence i n t o  the record. 

That i s  fundamentally u n f a i r ,  so you need t o  move on. 
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MR. MEROS: I c e r t a i n l y  understand tha t ,  but  I want 

to  make sure I ' m  not t ry ing t o  do anything t h a t  i s  not  i n  t h e  

record. When they c i t e  - -  

CHAIRMAN JABER: Mr. Meros, I j u s t  ru led .  You need 

to  move on. 

MR. MEROS: Yes, ma'am. Now, w i t h  regard t o  D r .  

Zooper, D r .  Cooper said,  i n  f a c t ,  i n  response t o  Commissioner 

leason's testimony o r  question t h a t  he was no t  saying t h a t  

there a r e n ' t  any benef i t s  t o  a bundled service provider coming 

i n .  And, i n  f a c t ,  i n  response t o  the  question he d i d  no t  

i d e n t i f y  any p a r t i c u l a r ,  o r  any s p e c i f i c  reason why Knology 

dould not  o f f e r  the services t h a t  are being - -  t h a t  are being 

Dffered by them. I n  f a c t ,  they w i l l .  

The real  f ac ts  show no t  on ly  bene f i t s  i n  bundled 

services, bu t  i n  a p a r t i c u l a r  b e n e f i t  t o  those t h a t  purchase 

telephone services and cable TV services,  j u s t  those two. And 

Mr. Boccucci I s  testimony says t h a t  a t  l e a s t  w i t h  regard t o  

t h e i  r customers, v i  r t u a l  l y  every one o f  t h e i  r customers 

purchases telephone and cable TV. 

i n  t h a t  circumstance i n  many markets they can p r i c e  cable 

services a t  up t o  $15 l ess  than what on average they might be. 

And they have mentioned $45. And i n  markets where they are 

competing w i t h  others, those cable p r ices  can be $30. 

Now, what d i d  he say? That 

Now, l e t ' s  assume t h a t  i n  Panama City there i s  l oca l  

telephone a t  $9 and t h a t  goes up t o  $15. But l e t ' s  assume 
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fu r ther  t h a t  you pay $45, because Knology i s  no t  ye t  there. 

You can have r e a l i s t i c  s i tua t ions  where Knology can come i n  and 

Dther competitors and o f f e r  - - w i th  the  addi t ional  telephone 

ra te  o f  $15, have a cable ra te  o f  $33, o r  $30, o r  $35. And 

dhat happens? The customer pays less.  Pays l ess  i n  actual 

dol 1 ars than i t  otherwise would. 

Now, i s  there any r e a l i s t i c  testimony i n  the record 

here t h a t  suggests t h a t  persons and e l d e r l y  on f i x e d  income do 

not need o r  have cable TV i n  substant ia l  numbers? I would 

suggest not .  And Exh ib i ts  84 and 85, I bel ieve,  are powerful 

proof o f  the benef i t s  t h a t  Knology can provide. 84 shows t h a t  

wi th  L i  f e l  i ne  customers approximately 70 percent o f  those 

customers throughout the s ta te  have anci 11 ary services. 85 

shows t h a t  50 percent o f  persons 61 and o lder  have In te rne t  

connections. And what t h a t  shows i s  bundles are real and 

bund1 es provide extraordinary services t o  peopl e o f  a1 1 s t r ipes  

i n  F lor ida.  

And what M r .  Boccucci also sa id i s  connection 

charges, other nonrecurring costs i n  t h e i r  envi ronment w i l l  

o f ten go away. I s  there a benef i t  t o  not  on ly  having lower 

cable TV pr ices,  bu t  waived connection fees and other charges? 

I s  there a benef i t ,  as Mr. Boccucci states,  t o  having 

res ident ia l  customers t reated w i th  the same respect and the 

same speed as business customers? Is there a benef i t  t o  

res ident ia l  customers t o  have someone answer the  phone a t  the 
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n 24 hours 

yes. 

For a l l  o f  these reasons, I urge t h e  Commission t o  

i e rm i t  Knology and those who would compete w i t h  Knology the 

ippor tun i  t y  t o  provide these benef i t s  t o  r e s i  dent i  a1 consumers. 

rhank you. 

CHAIRMAN JABER: Thank you, M r .  Meros. Mr. Se l f ,  are 

you making the  c l  os i  ng argument? 

MR. SELF: Yes, I am. Thank you, Commissioners. 

roday, Commissioners, you are standing near the  end o f  the 

2eginning. As you have heard, f o r  t he  l a s t  20 years the  

telecommunications market has been i n  t r a n s i t i o n  from monopoly 

to  competit ion. The l a s t  piece o f  t h i s  beginning has been the  

woverb i  a1 1 as t  m i  1 e, 1 oca1 serv i  ce competit ion. The F1 or ida  

Legis la ture has placed i n  your hands a l a w  which gives you one 

3 f  t he  c r i t i c a l  t o o l s  t o  se t  i n  place a more competit ive l o c a l  

a l l  customers, and zxchange market f o r  the  bene f i t  o f  

especi a1 l y  r e s i  dent i  a1 customers. 

I want t o  t r y  and sum up 

three po in ts .  F i r s t ,  t o  spec i f i ca  

th ree  days i n  bas i ca l l y  

l y  answer the  question o f  

Page 571 o f  the  prehearing order, no, t h i s  Commission i s  no t  

authorized t o  consider the benef i t s  t o  t o l l  customers i n  making 

a dec is ion i n  t h i s  case. The answer t o  t h i s  question ar ises 

from two p r i n c i p l e s  o f  s ta tu to ry  const ruct ion.  

l a w ,  i t  i s  wel l  establ ished t h a t  the p l a i n  meaning o f  a s ta tu te  

As a matter o f  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1903 

shal l  always cont ro l .  And i f  the s ta tu te  i s  c lea r  and 

unamb guous then you must not look beyond the words i n  the  

s tatute.  But even i f  you bel ieve t h a t  the s ta tu te  i n  question 

here i s  somehow ambiguous, so t h a t  you can, i n  f a c t ,  look 

beyond the four  corners o f  the  words on the piece o f  paper, the 

e x t r i  ns i  c evidence t h a t  you have received regardi ng 1 egi  s l  a t i  ve 

debates and post -enactment comments by 1 egi s l  a to rs  , however 

well intended, have been found by the courts t o  be un re l i ab le  

ind ica tors  o f  1 egi s l  a t i  ve i ntent  . And thus, i r r e l  evant f o r  

s ta tu to ry  construct ion purposes. 

Looking t o  the second s ta tu to ry  construct ion issue, 

the l e g i s l a t u r e  has t o l d  you what you must consider. And under 

the doct r ine - -  and pardon my L a t i n  here - -  bu t  expressio unius 

es t  exclusio a l t e r i u s ,  t h a t  i s  a l l  you can consider. 

Section 364.164 authorizes - - 
CHAIRMAN JABER: How do you spel l  t ha t?  

MR. SELF: I ac tua l l y  wrote i t  out o f  the  book. 

Basica l ly ,  the  p r i n c i p l e ,  o f  course, i s  the exclusion o f  - -  o r  

the statement o f  one t h i n g  i s  the exclusion o f  another. 

Section 364.164 authorizes the ILECs t o  f i l e  

pe t i t i ons .  These are not  j o i n t  p e t i t i o n s  w i th  the IXCs o r  the 

CLECs, and there i s  nothing i n  364.164 t h a t  authorizes you t o  

consider the benef i t s  t o  t o l l  customers when reducing access 

charges. Indeed, compliance w i t h  the f low-through question i s  

s t a t u t o r i l y  separate and d i s t i n c t  from the decision process f o r  
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the approval o f  these p e t i t i o n s  and you must no t  mix the  two. 

Turning now t o  my second po in t ,  the j o b  before you. 

I n  the s ta tu te  there are four  and only four th ings you sha l l  

consider when deciding whether t o  grant these p e t i t i o n s .  And 

i f  we can look a t  364.164(1), and I am speaking now o f  the  

Subparagraphs (c)  and (d) .  

considerations i s  essen t ia l l y  a math problem, and the record 

shows the numbers add up except f o r  the  Verizon P I C C  issue. 

CHAIRMAN JABER: I d i d n ' t  s t a r t  it. They s ta r ted  

laughing. You sa id the  numbers add up except f o r  the P I C C  

charges. 

Resolution o f  these two 

MR. SELF: Yes. Thank you. To b r i e f l y  address t h i s  

issue you must exclude the  P I C C  from the Verizon i n t e r s t a t e  

access component, and i f  do you t h a t  then the i n t e r s t a t e  

revenues do not  come i n t o  the i n t r a s t a t e  equation, and so there 

would be no impact on rebalancing. This i s  because the  revenue 

n e u t r a l i t y  equation i n  the s ta tu te  i s  only as between loca l  

ra te  increases and access charge reductions, no t  as between 

in te rs ta te  access and i n t r a s t a t e  access. 

However, i f  the P I C C  i s  included, Verizon has 

calculated i t  inco r rec t l y .  You cannot achieve an i n t e r s t a t e  

average revenue per minute by using i n t r a s t a t e  minutes. Their  

inc lus ion o f  the P I C C  a t  the i n t e r s t a t e  leve l  as a t r a f f i c  

sens i t ive ra te  element i s  contrary t o  a l l  o f  the  access reform 

tha t  has occurred both a t  t h i s  Commission and a t  the FCC. 
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Now, turn ing t o  Subparts ( a )  and (b) o f  364.164(1). 

r s t  a t  Subparagraph (a) , there i s  competent 

substant ia l  evidence o f  record, and indeed i t  i s  overwhelming 

t h a t  t h e  loca l  exchange market has a very l i m i t e d  leve l  o f  

competit ion, and t h a t  there i s  a p o s i t i v e  b e n e f i t  by removing 

the current  support f o r  basic l oca l  service. The unrefuted 

evidence from AT&T, M C I ,  Knology, and the other ca r r i e rs  o f  the  

benef i t s  o f  removing t h i s  support include a choice o f  

a1 t e r n a t i  ve ca r r i e rs  and serv i  ces, improvements i n  service 

qual i t y  , i nnovati ons i n products, creat ion o f  cost  pressures 

t h a t  w i l l  u l t ima te l y  lead t o  lower pr ices t o  consumers, and the  

a b i l i t y  t o  compete w i t h  the  ILECs on a symmetric basis. 

other words, the pr ices paid f o r  access w i l l  be c loser t o  the 

costs the  ILECs incur  t o  provide service, which i s  c r i t i c a l  t o  

loca l  service competit ion when you compete w i t h  an ILEC t h a t  

provides both loca l  and long distance service. 

I n  

Final ly,  i t  i s  important t o  say t h a t  t h i s  l a w  does 

not contain a net  revenue t e s t  f o r  res ident ia l  customers as a 

precondit ion f o r  approval. That i s  no t  the  revenue n e u t r a l i t y  

t ha t  i s  spec i f ied  i n  the l a w .  Your approval o f  these p e t i t i o n s  

the may seem hardheaded, as D r .  Mayo discussed, bu t  you have 

a b i l i t y  t o  do so i n  a sof thearted manner. The 2003 Act 

included spec i f i c  addi t ional  au tho r i t y  f o r  L i f e l i n e  serv 

And as the ILECs have acknowledged, both t h e i r  witnesses 

ce . 
and 

here now i n  t h e i r  c los ing  statements, and as D r .  Mayo also 
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jiscussed, there are oppor tun i t ies t o  do more, and you should 

implement those t h a t  have been presented t o  you and you should 

nove forward t o  consider the other  options t h a t  are avai lable 

)u t  there. But such concerns cannot obstruct  o r  delay you from 

f u l f i l l i n g  your s ta tu to ry  duty i n  t h i s  case. 

On the basis o f  competent substant ia l  evidence o f  

record you must approve these p e t i t i o n s  w i t h  the exception o f  

the Verizon p e t i t i o n  t h a t  I have already discussed. By 

granting these p e t i t i o n s  you have the extraordinary opportunity 

to  do something t r u l y  h i s t o r i c  f o r  F lor id ians.  You cannot i n  

t h i s  proceeding resolve a l l  o f  the  other necessary components 

f o r  a f u l l y  competit ive l oca l  market, and indeed we are going 

t o  be back here i n  the next couple o f  months deal ing w i t h  some 

o f  those other piece-parts.  

mandate o f  t h i s  s ta tu te  i n  a hardheaded but  softhearted way act 

i n  the pub l ic  i n t e r e s t  and take an essential step forward f o r  a 

competit ive loca l  exchange market. Thank you. 

But you can here w i t h i n  the  

CHAIRMAN JABER: Thank you, M r .  Se l f .  Mr. Anthony, 

before you present, Mr. Fons, were you speaking f o r  both your 

p e t i t i o n  and f o r  Spr in t  Communications Company? 

MR. FONS: I was speaking only f o r  Spr in t -F lo r ida .  

CHAIRMAN JABER: Okay. And, Mr. Chapkis, i s  the same 

t r u e  on your long distance? 

MR. CHAPKIS: I was speaking only f o r  Verizon 

F lor ida,  but  no one i s  going t o  speak on behal f  o f  the long 
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distance company and close on behalf o f  the  long distance 

company. 

CHAIRMAN JABER: I s  the same t r u e ,  Mr. Fons, f o r  you? 

MR. FONS: That i s  correct .  

CHAIRMAN JABER: Okay. Mr. Anthony. 

MR. ANTHONY: Thank you, Madam Chair.  I w i l l  be very 

b r i e f .  The previous speakers have a l l  addressed the question 

o f  why the p e t i t i o n s  f i l e d  by the LECs should be approved, and 

BellSouth Long Distance on whose behal f  I am appearing concurs 

i n  t h e i  r statements. 

have proven t h e i r  case and t h a t  rates should be rebalanced as 

they describe i n  t h e i r  p e t i t i o n s .  So a l l  I am going t o  do i s  

take a very few minutes t o  address some o f  t he  issues t h a t  are 

spec i f i c  t o  BellSouth Long Distance and perhaps other long 

distance car r ie rs .  

Bel 1 South Long Distance bel ieves the LECs 

The record o f  t h i s  case shows t h a t  BellSouth Long 

Distance has stated t h a t  i t  w i l l  f low-through t o  a l l  o f  i t s  

customers the access reductions t h a t  it w i l l  receive from the 

1 oca1 exchange ca r r i e rs ,  and t h a t  Bel 1 South Long Distance w i  11 

f low-through t o  i t s  res ident ia l  customers t h e i r  pro r a t a  share 

o f  those reductions. Each o f  those customers, even i f  they 

don ' t  subscribe t o  a p a r t i c u l a r  plan today t h a t  may receive a 

reduction, w i l l  have the opportuni ty t o  change t o  another plan, 

o r  i f  they don ' t  be l ieve t h a t  the o f f e r s  provided by BellSouth 

Long Distance s u i t  t h e i r  needs, can change t o  another c a r r i e r  
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who also w i l l  have reduced i t s  rates t o  r e f l e c t  the access 

charge reduction. So a l l  o f  these customers w i l l  have the 

opportuni ty t o  benef i t  i f  they make any long distance c a l l s  a t  

a l l .  

BellSouth Long Distance bel ieves t h a t  the h igh ly  

competit ive nature o f  the long distance market i n  F lor ida w i l l  

ensure t h a t  the  ra te  reductions t h a t  are required by the 

s ta tu te  w i l l  continue. There was some discussion about some 

ra te  increases by one or  two o f  the companies t h a t  provide long 

distance service i n  F lor ida,  but  t h a t  ignores the  hundreds o f  

t r a d i t i o n a l  long distance ca r r i e rs  t h a t  provide service i n  t h i s  

s ta te,  and i t  also ignores the new types o f  providers o f  long 

d i  stance services , the voi ce over In te rne t  protocol providers, 

the wireless providers, a l l  o f  who w i l l  provide extreme 

pressure t o  keep rates a t  cost. 

The only  other po in t  I want t o  make i s  t o  discuss M r .  

Ostrander's proposal about how t o  pass through the access 

reductions t o  a long distance c a r r i e r ' s  customers. He stated 

t h a t  he thought those reductions ought t o  be passed through t o  

r e f l e c t  the  percentage o f  the increase t h a t  the loca l  exchange 

ca r r i e rs  put  on t h e i r  res ident ia l  customers. I f  90 percent o f  

the increase went on res ident ia l  

the bene f i t  ought t o  f low through t o  the  customers o f  the 

interexchange ca r r i e rs .  

t h a t  argument must be rejected. As D r .  Mayo stated i n  h i s  

oca1 customers, 90 percent o f  

There i s  simply no l inkage there and 
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summary o f  h i s  testimony, t h i s  i s  a competit ive market and i t  

rJould be inappropr iate t o  d i c t a t e  how t o  pass through these 

reductions. Indeed, Dr. Gabel himself said i n  response t o  one 

D f  Commissioner Davidson's questions, i f  a market i s  

competit ive i t  should no longer be regulated. And t o  requi re  

an I X C  i n  a competit ive market t o  have t o  f low through access 

reductions i n  a prescribed manner ignores the r e a l i t y  o f  t h a t  

market and would be counter-productive i n  the long run. 

I n  summary, I would s t rongly  urge t h i s  Commission t o  

approve the  LEC p e t i t i o n s .  Thank you. 

CHAIRMAN JABER: Okay. Have I forgot ten any o f  the 

company pa r t i c i pan ts  before we move on? A l l  r i g h t .  M r .  Beck. 

MR. BECK: Thank you, Chairman Jaber. I want t o  

thank the Commissioners f o r  hanging i n  there f o r  the  l a s t  three 

days. There i s  t imes when i t  has been very tough. Last n igh t ,  

Chairman Jaber, when you had us go till 9:OO o 'c lock  wi thout a 

dinner break, i t  was p a r t i c u l a r l y  tough, but  we a l l  made it. 

Also I want t o  thank the  prehearing o f f i c e r ,  

Commissioner Bradley. We f i l e d  l o t s  o f  motions t o  compel i n  

t h i s  case. We were having t roub le  ge t t i ng  documents t h a t  we 

needed from the ca r r i e rs ,  and the prehearing o f f i c e r ,  I t h ink ,  

ru led on them expedi t iously and got us the documents t h a t  we 

needed and we appreciate t h a t .  

When we spoke on Wednesday morning o f  t h i s  week on 

the motion f o r  summary f i n a l  judgment, I t o l d  you t h a t  the 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1910 

evidence i n  t h i s  case would show tha t  f you grant these 

p e t i t i o n s  i t  would r e s u l t  i n  a massive t rans fer  o f  wealth from 

res ident ia l  customers t o  business customers. Now a f t e r  three 

days o f  hearings you have heard the evidence, and I bel ieve 

t h a t  i t  shows exac t ly  what I t o l d  you e a r l i e r .  We know what 

the loca l  increases w i l l  be as the companies have proposed 

them. Verizon, the  f i r s t  increase w i l l  be $1.58, the t o t a l  

amount w i l l  be $4.73 on loca l  and res ident ia l  customers. 

BellSouth, $1.25 assuming t h e i r  lower estimate, 3.75 t o t a l  a t  

the end o f  the two-year period. Spr in t ,  i n  t h e i r  p e t i t i o n  they 

proposed an increase o f  $2.95 the  f i r s t  year. They have now i n  

the argument, c los ing  statements they are reducing the f i r s t  

year t o  2.25, y e t  the  t o t a l ,  o f  course, i s  s t i l l  6.86, the 

t o t a l  increase t h a t  w i l l  be on res ident ia l  customers. 

You know from the pub l i c  hearings t h a t  you held 

throughout the s ta te  t h a t  some - -  how some res ident ia l  

customers use t o l l  r i g h t  now and how they deal w i t h  the  high 

costs o f  t h e i r  telephone b i l l s .  The Sam's card, I th ink ,  was a 

f avo r i t e  mentioned I t h i n k  i n  almost every hearing t h a t  we had. 

And customers were very cost conscious and are t r y i n g  t o  keep a 

l i d  on t h e i r  telephone b i l l  use them. 3.5 cents a minute more 

or less i s  what you have heard from the customers throughout 

the state.  That i s  not  going t o  change as a r e s u l t  o f  these 

pe t i t i ons .  Those cards are set  on a nat ional  basis, they 

charge - -  a t  l e a s t  the Sam's one charges the same f o r  i n - s t a t e  
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and i n t e r s t a t e  usage. So what you w i l l  have f o r  those very 

cost conscious customers who are t r y i n g  t o  keep t h e i r  b i l l s  

down, you w i l l  have the l oca l  r a t e  increases t h a t  we j u s t  

discussed from the companies, y e t  there won' t  be any o f f s e t t i n g  

long distance reductions f o r  people who use the Sam's cards and 

other means, such as d i a l  -around t o  do i t . 

Now, we also have the  in format ion from the ca r r i e rs ,  

and we have t h a t  because you requi red the long d stance 

companies t o  f i l e  t h a t  in format ion.  We wouldn' t  have had i t  

without t ha t .  

informat ion because i t  i s  almost a l l  con f ident ia l ,  but  what you 

do have i s  knowing the  percent o f  the  increases t h a t  f a l l  on 

res ident ia l  customers, and i t  i s  about 90 percent. I t ' s  a 

It i s  hard t o  t a l k  p u b l i c l y  about the 

1 i t t l e  b i t  d i f f e r e n t  f o r  - - some were more, two are a 

b i t  l ess ,  bu t  about 90 percent o f  these increases f a l l  

customers. 

i t t l e  

on l oca l  

You have the  major c a r r i e r s  t e l l i n g  you t h a t  they 

going t o  f low through access reductions i n  the same proport  

as they have access revenues t h a t  r e l a t e  t o  revenue and 

business. Now, you know what those percentages are. I can 

are 

on 

t 

t e l l  you, I c a n ' t  verbal ize i t  here, but  we have discussed i t  a 

number o f  times and I know you know what they are. 

the Ostrander l a s t  rebut ta l  testimony. There i s  a char t  and i t  

shows what those percentages are. 

even close. The comparison o f  what res ident ia l  customers are 

It i s  i n  

And you know t h a t  i t  i s  not 
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going t o  have t o  pay on the  one side compared t o  the percentage 

t h a t  they w i l l  get back through the  f low through o f  access 

charges by the c a r r i e r s  i s  very d i f f e r e n t  t o  say the l e a s t .  

We have also heard what some o f  the  impact w i l l  be on 

D r .  Danner had evidence on behal f  o f  s p e c i f i c  customer groups. 

Verizon o f  what he thought would be the impact on the e lde r l y .  

He claimed i n  h i s  rebu t ta l  testimony t h a t  f o r  a l l  customers he 

thought i t  would ra i se  b i l l s  about a d o l l a r  net ,  bu t  the on ly  

way he d i d  t h a t  was through assumptions t h a t  heav i l y  weighted 

f low-throughs t o  res iden t ia l  customers and does no t  r e f l e c t  

what the  c a r r i e r s  sa id they are going t o  do. 

statement t h a t  the ove ra l l  impact w i l l  be about a d o l l a r  on a l l  

customers, I say nonsense, i t  i s  no t  t rue .  You saw an e a r l i e r  

version t h a t  he had done o f  t h a t  where the  estimate was 

d i f f e r e n t .  Even t h a t  doesn ' t  r e f l e c t  how the  access charges 

are going t o  f low through. 

was, bu t  you saw i t  i n  the  evidence. 

So f o r  h i s  

I c a n ' t  t e l l  you what t h a t  number 

He also d i d  an impact on how the  changes would a f f e c t  

d i f f e r e n t  age groups, and although we c a n ' t  say what the  exact 

numbers are, he d i d  admit t h a t  when you compared the  impact on 

the  very e l d e r l y  compared t o  the  younger customers under one 

scenario was about a 3 4 0 - 1  d i f fe rence,  and another was about a 

5 -  t o -  1 d i  f ference. 

There was some i n t e r e s t i n g  testimony, I bel ieve,  by 

Spr in t  Witness Felz yesterday about what the impact o f  r a t e  
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rebalancing had i n  other s ta tes.  I f  you w i l l  r eca l l  he said i n  

Ohio s i x  months a f t e r  they d i d  ra te  rebalancing about one 

percent o f  the customers l e f t  the network. 

i n  the  other s ta te  t h a t  he referenced. And there were some 

s l i g h t  reductions overa l l  i n  a l l  t h e i r  s ta tes,  but  i t  was 

nowhere close t o  the impacts they saw i n  those two states. So 

there i s  another impact, I th ink ,  t h a t  i s  a concern. I asked 

him what would one percent o f  S p r i n t ' s  res iden t ia l  subscriber 

base would be and i t  was t o t a l  1.2 m i l l i o n  customers, 12,000 

customers i f  t h a t  analogy were there. 

I t h i n k  . 5  percent 

There were a l o t  o f  negative impacts on res ident ia l  

customers r e l a t i n g  from t h i s ,  the proposals. 

bel ieve t h a t  we have heard, I th ink ,  several o f  the counsel a t  

the tab le  here say t h a t  you are not  supposed t o  look a t  whether 

these proposals bene f i t  res ident ia l  customers. You saw ea r l y  

3n we had a document from BellSouth f o r  t h e i r  own in te rna l  use 

Ahere they set out what they bel ieve the  s ta tu te  required, and 

Ahether the p e t i t i o n s  would bene f i t  r es iden t ia l  customer was 

m e  o f  those c r i t e r i a .  You have heard the  l e g i s l a t i v e  h i s to ry  

that  has been argued, I th ink ,  extensively by Mr. Twomey, and 

then the testimony o f  h i s  Witness D r .  Cooper. 

there i s  any question t h a t  t h i s  Commission i s  required by the 

1 egi s l  a t ion  t o  determine whether these proposal s w i  11 benef i t  

resident i  a1 consumers. 

And, again, there i s  a number o f  ways you can d iv ide  

It i s  hard t o  

I don ' t  t h i n k  

FLORIDA PUBLIC SERVICE COMMISSION 



1 
2 

3 

4 
5 

6 
7 
8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1914 

.~p the  consumer base. One i s  the  l o c a l  user versus t o l l  user, 

)u t  another way you can d i v ide  i t  up i s  t he  res iden t ia l  versus 

iusiness consumer, and t h a t  i s  the  way the  l e g i s l a t i o n  requires 

you t o  look  a t  i t . 

res iden t ia l  customers. And what i s  t h a t  opposed t o ,  i t  i s  

3pposed t o  business customers, because there  i s  no question - -  
there i s  going t o  be some questions o f  bene f i t s  from business 

customers, you have seen t h a t  i n  the  evidence, bu t  you have t o  

determine whether the  overa l l  impact o f  t he  proposal benef i t s  

residences . 

It i s  a separate requirement t o  bene f i t  

Where are we going w i t h  the  p e t i t i o n s ?  I asked Dr. 

Banerjee, who i s  a witness f o r  Bel lSouth, about h i s  c r i t i c i s m  

o f  D r .  Cooper's suggestion, i t  i s  a lso by the  suggestion o f  our 

witness t h a t  t o  bene f i t  the  customers there  has t o  be some 

corresponding re1 at ionshi  p between the  increases and the 

reductions t h a t  would occur. And I asked him what he thought 

and he k i n d  o f  sa id  what good would t h a t  do. You know, the 

po in t  o f  doing t h i s  i s  t o  ra i se  the  b i l l s ,  t he  t o t a l  b i l l s  t h a t  

the  customers pay. And, o f  course, t h a t  i s  what the  evidence 

has shown you. 

I t h i n k  the  impact we have shown you i n  the evidence 

o f  where we are going i n  t h i s  t h a t ,  f i r s t  o f  a l l ,  the package 

pr ices  o f  the  companies are no t  going t o  be increased i n  t h i s  

case. I f  you r e c a l l  the testimony o f  D r .  Leon o f  Verizon, he 

had a char t  up there comparing the  packages t h a t  ce r ta in  
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competitors charge, the  packages t h a t  the incumbents charge, 

the packages t h a t  are o f fe red  by c e l l  phone companies. None o f  

those items are going t o  change i n  t h i s  case. They are s tay ing 

the same. 

What you are going t o  see i s  what D r .  Banerjee ca l l ed  

making 1 ower revenue customers higher revenue customers. That 

i s  what 

make the  

o f  being 

r e s u l t  o 

You have 

s going t o  happen i n  t h i s  case. The p e t i t i o n s  w i l l  

r es iden t i  a1 customers higher revenue customers instead 

lower revenue customers t o  t r y  t o  push - -  and the  

t h a t  w i l l  be t o  push customers onto these packages. 

seen some conf ident ia l  documents e a r l y  on i n  the  case, 

and I t h i n k  t h a t  t h a t  i s  the  conclusion, the on ly  conclusion 

you can reach. 

These packages are ava i lab le  today. It i s  no t  going 

t o  change as a r e s u l t  o f  these p e t i t i o n s .  

customer who wants these packages can purchase them, they are 

there.  

there.  The same packages, same a v a i l a b i l i t y  o f  those th ings ,  

consumers can p i c k  them o r  no t .  Thei r  own witness, o r  s t a f f  

Witness Greg Shafer mentioned h i s  view o f  t h a t  phenomenon. I 

asked him about i t  t h i s  afternoon when he t e s t i f i e d .  He sa id  

he does no t  r e a l l y  - -  what he sa id  i s ,  "I do no t  r e a l l y  view a 

r e s u l t  t h a t  1 eads t o  some consumers migrat ing t o  a higher 

pr iced service as a p o s i t i v e  compet i t ive outcome from 

consumers." That i s  the  testimony o f  your own witness. 

I n  f a c t ,  any 

Rates a r e n ' t  going t o  change a f t e r  these p e t i t i o n s  are 
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Commissioners, people see t h i s  f o r  what i t  i s .  

;imply an attempt by the compan es t o  ra i se  t h e i r  ra tes.  

going t o  ra ise  there b i l l s .  There i s  no question i n  the  

2vidence before you, t h a t  i s  the precise outcome o f  these 

iroposals. They are going t o  ra ise  customers' b i l l s .  There 

ias been nothing t o  show, no analysis done t o  show t h a t  the 

i f f s e t s ,  the i n tang ib le  benef i t s  t h a t  the  companies pu t  before 

you, there i s  nothing t o  show t h a t  those in tang ib le  benef i t s  

i f f s e t  the  negatives t h a t  are obvious from the  evidence before 

you. 

the res ident ia l  customers and we ask you t o  deny them when you 

decide t h i s  case. Thank you. 

I t i s  

It i s  

So, the  p e t i t i o n s  before you f a i l  the  t e s t  o f  b e n e f i t t i n g  

CHAIRMAN JABER: Thank you, Mr. Beck. Mr. Twomey. 

MR. TWOMEY: Thank you, Madam Chairman, 

Commissioners. F i r s t ,  I would l i k e  on behal f  o f  AARP and my 

other c l i e n t s  echo M r .  Beck's thanks f o r  the  Commission's 

a t ten t ion  and Commission Bradley 's  s t e l  1 a r  work as prehearing 

o f f i c e r .  We appreciate i t  great ly .  

Commissioners, these hearings have provided evidence 

va l ida t ing  many o f  the  fears consis tent ly  expressed by AARP 

throughout the  14 serv ice hearings you so grac ious ly  held. 

One, t h i s  l e g i s l a t i o n  was w r i t t e n  by indust ry  as suggested by a 

comment i n  a footnote o f  D r .  Cooper's testimony o f  

Representative R i  chardson. They w i  11 resul t i n  the 1 argest 

ra te  increases i n  the  h i s t o r y  o f  t h i s  s ta te .  $355.5 m i l l i o n  o r  
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thereabouts i r respec t ive  o f  how many years and months they are 

d i s t r i b u t e d  over. 

You had evidences t h a t  the companies are,  i n  f a c t ,  

despi te the claims o f  s ta tu to ry  revenue n e u t r a l i t y ,  are saving 

money f o r  themselves by these increases, i f ,  i n  fac t ,  they are 

granted. You heard the  testimony and you saw t h e  exh ib i t s  o f  

both Witness Fulp and Leo showing, I th ink ,  f a i r l y  enough t h a t  

access i s  dropping dramat ica l ly  t o  the detr iment o f  these 

companies. They are l o s i n g  i t  t o  wireless,  i n s t a n t  messaging, 

e-mail  , as you r e c a l l  i n  M r .  Leo's e x h i b i t .  They are l os ing  

the money, and as we have sa id a l l  along by you approving these 

increases you w i l l  t r ans fe r  i t , you w i l l  stop t h e  bleeding, you 

w i l l  t r ans fe r  i t  t o  the  backs o f  predominately res ident ia l  

customers. 

Ninety percent o f  the  $355 m i  

apportioned general ly t o  the  res ident ia  

remainder t o  the s ing le  l i n e  business. 

l i o n  w i l l  be 

customers, the 

While t h e  vast ma jor i t y  

o f  the  i n t e r s t a t e  t o l l  r e l i e f ,  Commissioners, w i l l  go t o  the  

companies I b i g  business customers. B ig  business customers who, 

as you a l l  know by the  way the l a w  was w r i t t e n  received no 

whatsoever. We saw the exh ib i t s  and the  

testimony o f  the three IXCs showing t h a t  

ans, the  plans t h a t  cater  t o  customers 

minutes o f  use volume would receive the  

bulk o f  the  reductions. Again, there i s  the conf ident ia l  

loca l  r a t e  increases 

testimony, heard the 

t h e i r  b i g  business p 

tha t  had the  highest 
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informat ion you saw i n  each IXC's presentation o r  e x h i b i t .  

know the numbers, you know what they are. They are going t o  

come out  eventual l y .  They are going t o  come out  and be publ i c  

eventual ly and the publ i c  i s  going t o  know what 1 i t t l e  they are 

g e t t i n g  f o r  res ident ia l  versus the  b i g  business people who 

a r e n ' t  going t o  pay ra te  increases. 

You 

These p e t i t i o n s  i f  you approve them w i l l  r e s u l t  i n  

r a t e  increases f o r  the customers o f  three ILECs o f  35 t o  90 

percent. 35 t o  90 percent as compared to ,  again, the miniscule 

number you saw t h a t  the ILEC i s  proposing t o  g ive  back t o  the 

res ident ia l  customers. I n  addi t ion,  they propose t o  give back 

many o f  those increases through the  use o f  the  e l im ina t ion  o f  

the  i n - s t a t e  connection fee, which you heard many customers 

d o n ' t  pay and, therefore, c a n ' t  bene f i t  by the  e l im ina t ion  o f  

i t . 

Several companies sa id  they would attempt t o  reduce 

the charge s t ra igh t  o f f  which reduces the  amount o f  access 

reductions avai lable t o  go t o  j u s t  the res iden t ia l  por t ion.  

Those i n - s t a t e  reductions are netted against no t  a l l  customers 

reductions, but  j u s t  the res iden t ia l .  Not t he  b i g  business 

fo l ks .  They don ' t  have t o  those t h a t  d i d n ' t  promise to ,  those 

IXCs who promised t o  e l im ina te  t h e i r  i n - s t a t e  connection fees 

don ' t  have t o  do i t  by operat ion o f  l a w  u n t i l  Ju ly  o f  2006, and 

then only again i f  they have access revenues l e f t  t o  net  them 

against. 
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As pointed out by Mr. Beck i t  i s  c lear  from your 

pub1 i c  hearings t h a t  many res ident ia  customers don ' t  make many 

i n - s t a t e  t o l l  c a l l s .  Many make more i n t e r s t a t e  t o l l  c a l l s .  

Many t h a t  do make i n - s t a t e  t o l l  c a l l s  t e s t i f i e d  t o  you they use 

methodologies, e i t h e r  the Sam's Club card, wi re less and so 

fo r th ,  which are u n l i k e l y  t o  receive any bene f i t  from these 

reductions i f  they go through. 

I t h i n k  i t  i s  fair t o  suggest t h a t  the  uniform d o l l a r  

implementation o f  the rates across a l l  r a t e  groups i r respec t ive  

o f  the  s ize o f  the  r a t e  group and the  densi ty  o f  them w i l l  lead 

t o  the  i n h i b i t i o n  o f  competit ion ra ther  than inducing i t , as 

opposed t o  a l t e rna t i ve  methods l i k e  the  h i s t o r i c  method o f  t h i s  

Commission o f  making increases - -  apply ing increases on a 

percentage basis.  You can r e f e r  t o  the  e x h i b i t s  we examined 

showing t h a t  the  d i f ference between the  ra tes  would be approved 

and the  UNE-P ra tes  would be greater o r  what they were and 

showing t h a t  they have t o  be greater mathematically i f  the 

companies selected a d i f f e r e n t  method o f  doing t h i s .  

t o  you t h i s  i s  no t  - - i t  i s  in ten t iona l  . 
I submit 

L e t ' s  t a l k  about L i f e l  i n e  f o r  j u s t  a minute. The 

L i f e l i n e  customers o f  Bel lSouth have the  pro tec t ion  due t o  the  

work o f  the Attorney General and the  Publ ic  Counsel, the  125 

percent e l  i g i  b i  1 i t y  i rrespec t i  ve o f  whether these rates are 

increased o r  no t .  

okay i f  the companies v o l u n t a r i l y  increased t h e i r  L i f e l  i ne  

I would submit t o  you t h a t  whi le  i t  might be 
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e l  i g i b i l  i t y  t o  135 percent o f  the federal poverty leve l  , you 

cannot use t , Commissioners, as an excuse o r  a j u s t i f i c a t i o n  

f o r  increasing these massive rates,  these massive ra te  

increases. It would be be t te r  i f  the Commission and the 

companies focused t h e i r  e f f o r t s  on f i nd ing  out ,  educating the 

people, and tak ing a bigger take r a t e  f o r  those t h a t  are 

already e l i g i b l e .  You know t h a t  i t  i s  miserably small as i t  

i s .  

I f  you don ' t  approve the  r a t e  increases, the L i f e l i n e  

customers won't be subject t o  any r a t e  increases other than 

those allowed by s tatute,  which i s  the i n f l a t i o n  minus one 

percent as i s  the  case f o r  a l l  customers. I f  you approve t 

increases, they are going t o  be subject t o  the  increases i n  

four years a t  the l a t e s t ,  and there i s  no evidence i n  t h i s  

lese 

record, evidence o f  any other type o f  f i nanc ia l  assistance w i l l  

help them o f f s e t  those increases. 

The Statute 366.164(1)(a) we submit i s  about as 

ambiguous as i t  can be i f  you look a t  i t  independently o f  what 

the companies have repeatedly t o l d  you t h a t  i t  says. 

ambiguous. 

l e g i s l a t i v e  debates. 

a f r a i d  o f  the l e g i s l a t i v e  debates except f o r  the f a c t  t h a t  i f  

you read them, and I encourage t h a t  you do, one a f t e r  another 

o f  the l e g i s l a t o r s  t e l l  you what they t h i n k  they were passing 

i n  t h a t  l a w .  That there had t o  be res ident ia l  benef i ts  found 

It i s  

It i s  ambiguous and t h a t  allows you t o  r e f e r  t o  the 

I don ' t  know why the other par t ies  are 
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before you could increase rates.  

d isc re t ion .  They said repeatedly t h a t  competit ion had t o  be 

found t o  e x i s t ,  real  competit ion. 

It was p a r t  o f  your 

The Knology testimony notwithstanding showed - - t h e i r  

assert ion showed Knology came here i n  '97. It came here. 

There wasn't any access rev is ions on the scene. They bought 

the Verizon system notwithstanding t h a t  access ra tes  haven't 

been increased ye t .  AT&T said i t  i s  going t o  M i a m i .  We1 1, 

they are going there. Rate increases haven't been granted, 

access hasn ' t  gone down ye t ,  but  they are going t o  high densi ty 

areas. They are not going t o  Havana. 

Read the debates, Commissioners, the f l o o r  debates. 

These are the  people t h a t  are t e l l i n g  you what they t h i n k  the 

l a w  said. They are the people t h a t  are going t o  have t o  

explain your votes t o  t h e i r  const i tuents i n  a few shor t  months. 

Residential customers w i l l  lose and lose b ig ,  espec ia l l y  the 

most e lde r l y .  We know tha t .  We saw the Verizon e x h i b i t  Mr. 

Beck j u s t  spoke t o  you. There i s  no evidence i n  t h i s  record o f  

ac tua l l y  increasing competit ion, again, notwithstanding 

Knology. And there i s  a l l  - - we don ' t  have any evidence even 

o f  the theore t ica l  in tang ib le  competit ion o r  benef i t s  l i k e  

increased choice and so f o r t h ,  l e t  alone evidence o f  increased 

f inanc ia l  benef i t s  t o  res ident ia l  customers. 

The loca l  loop. I submit t h a t  you are not bound by 

your 1999 decision. This Commission i s  not  bound by t h a t .  The 
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f i nd ing  t h a t  - -  the  f i nd ing  t h a t  a l l  the costs o f  the loop have 

t o  go on the backs o f  res ident ia l  customers o r  on basic loca l  

service on the basis o f  cost causation i s n ' t  something you have 

t o  do. 

experience which shows t h a t  there are bundles that use the 

loca l  loop. There i s  an increased take constant ly on v e r t i c a l  

services and the  l i k e ,  revenues from a l l  o f  these services t h a t  

c a n ' t  e x i s t  wi thout the  loop. Remember the dumbbell e x h i b i t .  

Remember the tax icab hypothet ical .  I f  you choose t o  a l loca te  

the costs o f  t he  l oca l  loop t o  a l l  the services t h a t  could not 

e x i s t  bu t  f o r  t he  existence o f  the loop, you won' t  have loca l  

support. 

It i s  no t  l o g i c a l ,  especia l ly  i n  l i g h t  o f  current 

Recall the pub1 i c  testimony, Commissioners, as 

Recall the testimony o f  the rea l  requested by M r .  Beck. 

witnesses, the  bel ievable witnesses t h a t  t o l d  you they cou ldn ' t  

a f fo rd  an increase. They weren' t  making i t  now. The ILECs 

have not  met t h e i r  burden. You need t o  be softhearted, you 

need t o  deny these increases. Thank you. 

CHAIRMAN JABER: Thank you, Mr. Twomey. M r .  Attorney 

General. 

ATTORNEY GENERAL CRIST: Thank you, Madam Chair and 

members o f  the Commission. 

have already heard, the  gra t i tude,  f rank ly ,  f o r  your hard work. 

You have been here a long time. I t h i n k  I am going t o  be even 

more e f f i c i e n t  than e igh t  minutes, I w i l l  endeavour t o  be. And 

I want t o  echo the  comments you 
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I a1 so want t o  thank Jack Shreve and Ceci 1 i a  Brad ey and George 

Lemioux (phonetic) t h a t  have worked hard on t h i s .  Commissioner 

Bradley, I want t o  thank you f o r  the in te rvent ion  you granted 

the O f f i c e  o f  Attorney General. 

thank my colleagues a t  t h i s  tab le  f o r  c i v i l  tone o f  these 

hearings. It i s  most appreciated. 

I also want t o  compliment and 

You are t o  be commended f o r  a wise decision, the wise 

decis ion t h a t  you made e a r l i e r  t o  reconsider the  r u l i n g  

PSC-03-1331 t o  r u l e  t h a t  t he  impact on res iden t ia l  consumers 

must be considered. Before you today, Commissioners, i s  the 

la rges t  s ing le  ra te  increase i n  the  h i s t o r y  o f  the  State o f  

F1 o r i  da . According t o  pub1 i c accounts $355.5 m i  11 ion.  

Two things you must consider under the  new l a w ,  

F lo r ida  Statute 364.164R1, does the proposed r a t e  hike bene f i t  

res ident ia l  consumers, and, two, i s  i t  revenue neutra l .  This 

proposal i s  ne i ther .  Nor i s  i t  i n  the pub l i c  i n te res t .  While 

the phone companies can s p e c i f i c a l l y  a r t i c u l a t e  how much the 

proposed increase w i l l  cost  the people o f  F lo r ida ,  they cannot 

s ta te  w i t h  any ce r ta in t y  what the  decrease w i l l  be, who w i l l  

receive i t , nor when they w i l l  receive it. 

We learned from the  testimony t h a t  even i f  there i s  

some decrease, not  a l l  r es iden t ia l  consumers w i l l  receive it. 

I n  fac t ,  some res ident ia l  users w i l l  use long distance - -  who 

use long distance w i l l  no t  receive a decrease. That I suggest 

t o  you, Commissioners, v io la tes  the language o f  364.164 on i t s  
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face. That prov is ion does no t  say the bene f i t  can only go t o  

some res ident ia l  consumers as some o f  you questioned. The word 

some i s  not i n  the prov is ion.  

I n  c losing, t h i s  h i s t o r i c  r a t e  increase does not 

bene f i t  the people, does no t  benef ic ia l  the res ident ia l  

consumer, and i t  i s  not  revenue neutra l .  You should not agree 

t o  the largest  ra te  ncrease i n  F lo r i da  h i s t o r y  based on the 

hope and speculation t h a t  there  w i l l  be a b e n e f i t  o f  an unknown 

s ize t h a t  may a r r i v e  a t  an unknown time t o  an unknown po r t i on  

o f  F lo r ida  c i t i zens .  The people o f  F lo r ida  deserve be t te r .  

Testimony today ind ica ted  t h a t  the detrimental impact 

on the e l d e r l y  would be the  most severe. As Mr. Beck already 

ind icated i n  h i s  c losing, as much as f i v e  and a h a l f  times more 

severe than t o  any other c i t i z e n s  i n  our s ta te.  That cannot 

and should not stand. The people deserve be t te r .  

I have heard some words i n  other c losings t h a t  

attempt t o  sweeten the pot .  Maybe t o  make i t  a l i t t l e  easier 

f o r  you t o  go ahead and grant t h i s  la rge  increase. But by 

sweetening the pot,  t h a t  does no t  do j u s t i c e  t o  the people o f  

F lor ida.  

General's Of f ice,  along w i t h  Publ ic  Counsel, along w i t h  AARP, 

would implore you t o  please deny these p e t i t i o n s .  Thank you 

again f o r  your courtesy. 

It does not  serve the  pub l ic .  So we i n  the Attorney 

CHAIRMAN JABER: Thank you, General C r i s t .  

A l l  r i g h t ,  I t h i n k  we are done w i th  c los ing 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

24 

25 

1925 

arguments. Commissioners, l e t  me give you a l l  an opportunity 
t o  ask questions f i r s t ,  and when we are done I may turn t o  

s t a f f  and give them a n  opportunity, since they have got  t o  work 
on a recommendation for us. Do you have questions? 
Commissioner Bradley. Commissioner Davidson. Commissioner 
Baez. 

I have clean up questions, because I d o n ' t  want us t o  
have these questions later and not have the benefit of the 
practitioners. I f  a l l  of the attorneys turn t o  364.164(1), I 

t h i n k  i t  i s .  And wha t  I would like t o  do i s  just propose this 

question t o  everyone and i f  you would l ike t o  weigh i n ,  fine. 
I f  you d o n ' t ,  tha t ' s  fine, too.  B u t  my question is how would 

you define f ina l  order i n  364.164, Sub l? Mr. Fons. 
MR. FONS: Madam Chair, from Sprint-Florida's 

standpoint we believe t h a t  the f ina l  order is  an order t h a t  

~ o u l d  otherwise be appealable or subject t o  some other action, 
b u t  i t  would be the f i n a l  order of the Commission. We would 

presume t h a t  i t  should be a written f ina l  order. 
MR. SELF: Chairman Jaber. 
CHAIRMAN JABER: Okay. Mr. Self, hang on. 

interpreted w h a t  you sa id  correctly, you agree i t  WOL 

I f  I 

d be just 
the f i n a l  order t h a t  memorializes our vote and would undergo 
the normal possible reconsideration and then subsequently 
appeal ? 

MR. FONS: R igh t .  Setting forth your rationale for 
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dhatever decisions you reach. 

CHAIRMAN JABER: And t h a t  i t  i s  the order i t s e l f  t h a t  

needs t o  be issued w i t h i n  90 days, no t  j u s t  our verbal 

deci s i  on? 

MR. FONS: That i s  correct .  

CHAIRMAN JABER: Mr. S e l f .  

MR. SELF: Yes. Section 120.52(7) defines a f i n a l  

order, o r  the s ta tu te  says, "Final  order, " means a w r i t t en  

f ina l  decis ion which resu l t s  from a proceeding under 

Section 120.56, Section 120.565, Section 120.569, Section 

120.57, Section 120.573, o r  Section 120.574, which i s  no t  a 

r u l e  and which i s  not accepted from the  d e f i n i t i o n  o f  a r u l e  

and which has been f i l e d  w i th  the agency c le rk ,  and includes 

f ina l  agency actions which are a f f i rma t i ve ,  negative, 

i n junc t i ve ,  o r  declaratory i n  form. A f ina l  order includes a l l  

mater ia ls e x p l i c i t l y  adopted i n  i t . The c l e r k  sha l l  ind ica te  

the date o f  f i l i n g  on the order. 

CHAIRMAN JABER: Great. Now, I am assuming i f  there 

i s  disagreement w i t h  t h a t  pos i t ion ,  someone would say 

something. Okay. Now, contrast  t h a t  w i t h  364.164(2). When we 

have t o  - -  i f  t h i s  Commission grants the  p e t i t i o n s ,  when we 

have t o  confirm by order t h a t  the revenue baskets are 

consistent w i t h  the decision, t h i s  p a r t  o f  the s ta tu te  says 

shal l  be f i na l  for a l l  purposes. I would l i k e  your opinion on 

what t h a t  means, " f i n a l  f o r  a l l  purposes." 
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MR. FONS: Madam Chair.  

CHAIRMAN JABER: M r .  Fons. 

MR. FONS: I bel ieve  t h a t  the order sha l l  be f i n a l  

f o r  a l l  purposes means w i t h  regard t o  Subsection 2, and the  

Commission's compliance w i t h  t h a t  section. 

CHAIRMAN JABER: So, again, t h i s  doesn ' t  mean we have 

issue an order inc lud ing  t o  do - - t h i s  does not  mean we have t o  

reconsiderat ion w i t h i n  45 days. 

MR. FONS: That i s  cor rec t .  But i f  you d o n ' t ,  i f  

reconsiderat ion i s  s t i l l  an issue, whaL we are saying i s  t h a t  

t ha t  i s  a f i n a l  order upon which the  p a r t i e s  can r e l y  t o  take 

dhatever ac t ion  needs t o  be taken. Because i t  would be very 

d i f f i c u l t  i n  one sense t o  make a change i n  one d i r e c t i o n  and 

then have t o  have t h a t  come back f o r  - -  t o  pu t  t h e  toothpaste 

back i n  the  tube would be impossible. 

CHAIRMAN JABER: So i n  your opinion both o f  those 

provis ions were designed t o  g ive  companies and p a r t i e s  

ce r ta in t y ,  no t  designed t o  mandate t h a t  we issue an order 

inc lud ing  reconsideration w i t h i n  those t ime periods? 

MR. FONS: It i s  t o  g ive the  p a r t i e s  c e r t a i n t y ,  yes. 

CHAIRMAN JABER: Ms. White, again, j u s t  clean up. 

You repeated the  commitment t o  1 and 2,  i f  I r e c a l l  co r rec t l y ,  

expanding the L i f e l i n e  program, t h a t  the  changes t o  the  

nonrecurring charges, you d i d  no t  mean t o  leave ou t  the  

four -year p rov i  s i  on i n  your c l  os i  ng argument. 
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MS. WHITE: No, we had a1 ready put  t h a t  i n  our 

p e t i t i o n ,  so t h a t  was a commitment t h a t  we had made from the  

beginning. 

made dur ing the  course o f  the  hearing. 

I was j u s t  d e t a i l i n g  the  two commitments t h a t  were 

CHAIRMAN JABER: Okay. With regard t o  ECS, Sp r in t  

has committed t o  working w i t h  the  Commission, i f  t h i s  body 

decides t o  i n i t i a t e  some s o r t  o f  proceeding o r  workshop t o  

delve i n t o  those issues. 

Bel 1 South and Ver i  zon? 

MS. WHITE: It i s  made by BellSouth. 

CHAIRMAN JABER: M r .  Chapki s. 

MR. CHAPKIS: It i s  made by Verizon, as w e l l .  

CHAIRMAN JABER: Okay. 

COMMISSIONER BRADLEY: Madam Chai r .  

CHAIRMAN JABER: Commissioner Bradley. 

COMMISSIONER BRADLEY: Yes. I t h i n k  f o r  the  record 

I s  t h a t  same commitment made by 

we need t o  be a l i t t l e  b i t  c learer  as t o  what the  commitment i s  

and what the purpose o f  t he  commitment i s .  

CHAIRMAN JABER: Okay. Let me see i f  I can help i n  

t h a t  regard. What would a l l  three companies - -  and t h i s  i s  on 

the spot, I d o n ' t  r e a l l y  mean t o  do t h a t ,  bu t  i f  as p a r t  o f  our 

consideration i n  t h i s  proceeding, o r  i n  another one, what 

issues would you recommend we review i n  look ing  a t  ECS 

general ly,  and then s p e c i f i c a l l y  i n  react ion t o  some o f  the 

customer's concerns we heard a t  a l l  the serv ice hearings? 
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Ms. White. 

MS. WHITE: Q u i t e  f rank l y ,  a t  t h i s  po in t  i n  t i m e  I 

lave nothing t o  o f f e r .  I'm sorry .  

CHAIRMAN JABER: Sp r in t ,  we ta lked  a l o t  - -  I t h i n k  

it was yesterday. What I had i n  mind, and I t h i n k  you agreed, 

das a t r a n s i t i o n  per iod toward the eventual e l im ina t ion  o f  ECS 

zharges. And then Mr. Shreve very appropr iately pointed out  

that  a legal  issue i s  probably appropriate, as we1 1 .  Have you 

thought beyond t h a t  a t  a1 l? 

MR. FONS: I have. There i s  a lega l  issue. I n  the  

'95 act  there i s  a savings clause, 364.385, and i t  s p e c i f i c a l l y  

says t h a t  no new proceeding governed by the laws e x i s t i n g  p r i o r  

to  Ju l y  1, 1995 sha l l  be i n i t i a t e d  a f t e r  Ju l y  1, 1995. And 

that  had t o  do w i t h  regard t o  appl icat ions f o r  extended area 

service. 

CHAIRMAN JABER: That i s  f o r  EAS. That contrasts 

d i t h  ECS? 

MR. FONS: EAS and ECS are v i r t u a l l y  the same th ing ,  

i t  i s  j u s t  a d i f f e r e n t  way o f  skinning the  ca t  w i t h  a d i f f e r e n t  

name. 

COMMISSIONER DEASON: I beg t o  d i f f e r  w i t h  t h a t .  

CHAIRMAN JABER: Yes, exact ly .  ECS generates - -  
MR. FONS: I s  extended c a l l i n g  service. 

CHAIRMAN JABER: 

MR. FONS: Yes, i t  generates a ra te .  The extended 

And t h a t  generates a ra te .  
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1930 

t o  both. 

ce routes 

o r  extended c a l l i n g  serv ice,  so i t  f a l l s  w i t h i n  the same - -  and 

t h a t  i s  not  t o  say t h a t  we cannot proceed, bu t  I t h i n k  we need 

t o  examine fu r the r  the  bas is  upon which we would proceed, bu t  

Sp r in t -F lo r i da  i s  committed t o  doing t h a t .  

CHAIRMAN JABER: Le t  me ask you t h i s ,  because I 

thought about t h i s  again yesterday afternoon and 1 ast  n igh t .  

Many o f  us have not  p a r t i c i p a t e d  i n  an ECS proceeding because 

frankly we haven't needed t o .  

i s  t ime f o r  a Commission workshop, a very informal process 

dhere we could s t a r t  w i t h  educating a l l  o f  us on - -  I d o n ' t  

I wonder i f  a t  the  very l e a s t  i t  

The 

we 

t 

f o r  

even know which t e r r i t o r i e s  s t i l l  have f r a n k l y  ECS rates.  

m ly  reason I have been t h i n k i n g  more and more about i t  i s  

heard a l o t  o f  t h a t  testimony i n  the  service hearings and 

got me t o  th ink ing  about t h e  appropr iate t r a n s i t i o n  per iod 

z l im ina t ing  t h a t  k ind  o f  r a t e  i n  a t r u l y  compet i t ive 

mvironment. That can stand alone from t h i s  proceeding as 

3s I am concerned. 

COMMISSIONER DEASON : 

?very Commi ssioner should have 

m e  EAS o r  ECS - -  

MR. FONS: It i s  pub 

CHAIRMAN JABER: And 

f a r  

Madam Chairman, I agree t h a t  

east some experience w i t h  a t  

i c  hearings a l l  over aga n. 

I ' m  sure the  on y dates 

ke t h a t  February week, w a i l a b l e ,  Chairman E lec t  Baez, are 1 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

a 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1931 

r i g h t ?  

COMMISSIONER DAVIDSON: Why d i d  you po in t  t o  me? 

CHAIRMAN JABER: Because - -  

COMMISSIONER DAVIDSON: Well, a r e n ' t  you having i n  

February, a1 so? 

CHAIRMAN JABER: There i s  t h a t .  

COMMISSIONER DAVIDSON: Well, don ' t  po in t  t o  me. 

CHAIRMAN JABER: Does t h a t  help? Commissioner 

Bradley, does t h a t  help? 

COMMISSIONER BRADLEY: Yes. 

CHAIRMAN JABER: Okay. Spr in t ,  i f  we were t o  

continue w i th  - -  i f  we agreed w i t h  some aspect o f  your 

proposal, o r  a l l  o f  your proposal, you have conceded t o  Mr. 

Shafer's testimony, bu t  on nonrecurring charges you s t i l l  want 

t o  use - - i nc lud ing  nonrecurring charges. 

t h i s  Commission wanted t o  requi r e  o r  a1 1 ow t h a t  nonrecurring 

charges be spread over a two-year per iod and three steps, how 

Aould t h a t  a f f e c t  your loca l  r a t e  proposal? 

MR. FONS: I don ' t  be l ieve i t  would a f f e c t  the loca l  

ra te  proposal a t  a l l .  Unless you are changing those rates f o r  

the nonrecurring charges, a l l  we would be doing i s  spreading 

them d i f f e r e n t l y  than they cu r ren t l y  e x i s t .  

believe i t  would have any impact on the  l oca l  rates themselves, 

the basic loca l  r a t e  i t s e l f .  

I f  f o r  some reason 

But I don ' t  

CHAIRMAN JABER: Okay. And my f i n a l  question i s ,  
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ILECs, do you bel ieve your p e t i t i o n s  stand alone from each 

other? 

MR. FONS: Yes, we do. 

MS. WHITE: Yes, ma'am. Uni ted we stand only  goes so 

far. 

CHAIRMAN JABER: 

COMMISSIONER DAVIDSON: Chai rman, whenever you are 

I j u s t  wanted t o  make sure. 

f i n i  shed . 
CHAIRMAN JABER: I am. 

COMMISSIONER DAVIDSON: I have a request. I guess i t  

o f  Legal, and the  cour t  repor te r ,  and o f  t he  Commission i n  

general. I would 1 i k e  t o  make sure t h a t  we keep the  record 

open u n t i l  r i g h t  before we decide, so t h a t  i f  we have 

add i t iona l  questions o f  the companies on Monday o r  Tuesday we 

can ask them. I w i l l  t e l l  you, I have read every page o f  

testimony. That i s  the t r u t h .  I have taken l o t  o f  notes. 

There i s  j u s t  a l o t  o f  mater ia l  t o  d iges t .  And we have two 

opt ions,  e i t h e r  t o  grant the p e t i t i o n s  o r  deny the  p e t i t i o n s ,  

and i n  t h e  event the p e t i t i o n s  are granted, there  may be 

addi t ional  top ics  o f  concern t h a t  we wanted t o  address 

beforehand. And we may want those top i cs  addressed before we 

would deny, so t h a t  i s  r e a l l y  s o r t  o f  a procedural request, and 

I would ask the  companies t o  be here a lso t o  answer any 

questions. 

CHAIRMAN JABER: Commissioner Davidson, l e t  me j u s t  
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e t  you know t h a t  I am about t o  address t h a t  i n  terms o f  

o t i c i n g  f o r  when we are going t o  vote. 

hat we are going t o  reconvene the hearing, and I t h i n k  t h a t  

a t i  s f i  es your concern, because we are reconveni ng the  heari ng. 

u t  we have reached t h a t  p o i n t .  

uestions, I am going t o  c lose t h i s  ou t .  Okay. 

MR. SHREVE: Madam Chairman. 

COMMISSIONER BAEZ: Hold on. I j u s t  want t o  be 

I have t o  announce 

I f  Commissioners have no 

: lear ,  no questions today, I mean, i n  l i g h t  o f  what we have - -  
CHAIRMAN JABER: Yes. 

COMMISSIONER BAEZ: Okay. F a i r  enough. 

CHAIRMAN JABER: Before we adjourn f o r  t h i s  evening, 

wanted t o  take an oppor tun i ty  t o  ser ious ly  thank f i r s t  and 

'oremost t h e  Commissioners up here f o r  the l a s t  th ree  days, and 

:ommi ssioner Brad1 ey f o r  an outstanding preheari ng order,  and 

i l l  t he  work you have done t o  get us here. Because the  t r u t h  

s we wouldn ' t  have been able t o  f i n i s h  t h i s  hear ing wi thout  

'our work ahead o f  t ime. Recognizing t h a t ,  t h a t  means the  

Ia r t i es ,  a l l  o f  the p a r t i e s  and s t a f f  must have helped you 

rhead o f  t ime t o  get us here, too.  

I have appreciated a l l  o f  the compliments you have 

lade t o  the  Commission, bu t  the  r e a l i t y  i s  t h i s  k i n d  o f  s t u f f  

loesn ' t  happen j u s t  w i t h  us o r  even w i t h  our s t a f f  alone. It 

;akes a very co l labora t ive  cooperative approach. 

ihat the outcome i s .  

I d o n ' t  know 

I d o n ' t  t h i n k  any o f  us know what the 
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outcome i s ,  bu t  I d o n ' t  t h i n k  any o f  us can say t h a t  t h i s  

hasn ' t  been a thorough, f u l l  review o f  a l l  o f  t he  fac ts ,  and 

evidence, and arguments t h a t  have presented t o  us. 

we have been very d e l i b e r a t i v e  i n  asking our questions. 

t h a t  you a l l  have been very de l i be ra t i ve  i n  responding. I 

c e r t a i n l y  sense t h a t .  

I hope t h a t  

I hope 

I appreciate the  courtesy you have extended t o  us, t o  

our s t a f f ,  and t o  each other.  This had the  po ten t i a l  o f  being 

a very, very d i f f i c u l t  hearing, and I have t o  t e l l  you I 

dreaded i t  f o r  personal reasons, too,  because t h i s  i s  the  l a s t  

hearing t h a t  I w i l l  conduct as Chairman. So I r e a l l y  d i d n ' t  

want t o  conduct t he  l a s t  hearing as Chairman and have i t  be a 

miserab e hearing. So I personal ly appreciate everyone's 

goodwi 11 . 
S t a f f ,  you are remarkable as always. You r e a l l y  are. 

Outstanding job .  I c a n ' t  say enough about what you a l l  do, so 

I appreciate everyone's hard work. 

Commissioners, saying t h a t ,  before I a c t u a l l y  

formal ly  announce when we w i l l  vote, I would l i k e  t o  make sure 

t h a t  when we vote i s  okay w i t h  you. What I had i n  mind i s  t o  

announce t h a t  we w i l l  reconvene the  hearing Tuesday, December 

16th. Recognizing, Commissioners, j u s t  t o  pu t  you on no t ice ,  

we have an employee ceremony t h a t  s t a r t s  a t  9:OO. We have an 

agenda conference t h a t  s t a r t s  a t  9 : 3 0 ,  but  no t  w i t h  a l o t  o f  

items. And we have In te rna l  A f f a i r s  w i t h  two i tems, i f  I'm not  
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mistaken. What I would l i k e  t o  do i s  announce t h a t  the vote 

N i l 1  occur - -  the reconvening o f  the  hearing w i l l  occur a t  1 :00  

o 'c lock  on Tuesday, December 16th. A t  1 : O O  o ' c lock  o r  a f t e r  

the conclusion o f  I n te rna l  A f f a i r s ,  bu t  no t  before 1 : O O  

0 '  c l  ock. 

Commissioner Davidson, I t h i n k  t h a t  s a t i s f i e s  your 

concern. The only  t h i n g  t h a t  I want t o  a lso include, and, M r .  

Melson, are you s t i l l  here? Ms. Keating, Mr. Melson, t o  the  

degree e i t h e r  o f  you have a concern, you need t o  l e t  me know. 

Because i f ,  Commissioners, we are ready t o  accept whatever 

recommendations s t a f f  might have and vote, i t  i s  important t o  

c l a r i f y  t h a t  t h a t  i s  a post-hear ing dec is ion and p a r t i c i p a t i o n  

w i l l  be l i m i t e d  t o  Commissioners and s t a f f .  

Mr. Melson, can you help me w i t h  the  language. I 

appreciate and agree w i t h  Commissioner Davidson's concern, we 

want t o  preserve t h a t  oppor tun i ty .  On the  other  hand, I d o n ' t  

want p a r t i e s  t o  t h i n k  t h a t  automat ica l ly  a t  1:00 o ' c lock  there  

i s  an oppor tun i ty  f o r  p a r t i c i p a t i o n .  

MR. MELSON: Commissioners, I t h i n k  i n  terms o f  t he  

tak ing  o f  evidence, t h a t  obviously has closed, and your 

procedural ru les  say t h a t  when you have a post-hear ing dec is ion 

p a r t i c i p a t i o n  i s  l i m i t e d  t o  Commissioners and s t a f f .  To the  

extent t h a t  a question o f  another commitment by a company came 

up, t h a t  i s  probably the  type o f  t h i n g  t h a t  you could i n q u i r e  

o f  a company, but  t h a t  would be very unusual, and I t h i n k  would 
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be only  i n  the most unusual circumstances t h a t  you would expect 

t o  hear from pa r t i es  on t h a t  day. 

p a r t i e s  should come expecting t o  be changing t h e i r  proposals or 
o f f e r i n g  up addi t ional  s t i p u l a t i o n s .  

It i s  not  a day on which 

CHAIRMAN JABER: Right.  And I was worr ied about 

t h a t .  And, i n  f a c t ,  i n  those cases, i n  those very, very ra re  

circumstances we have a c t u a l l y  reopened the  record t o  al low 

addi t ional  argument. Are you suggesting we j u s t  p lay  t h a t  by 

the  ear, and i f  there i s  a concern Tuesday a t  L O O ,  then we may 

be d i  scussi ng reopening t h e  record? 

COMMISSIONER DAVIDSON: I t h i n k  t h a t  would be f i n e .  

I mean, I t h i n k  we have f a i r l y  wide l a t i t u d e  and d i sc re t i on  on 

t h a t ,  so i f  we need t o  reopen the  record f o r  purposes o f  t ak ing  

questions, my thought was we j u s t  leave the  record open u n t i l  

such t ime as we say we are going t o  vote and we would c lose the  

record and vote. 

CHAIRMAN JABER: I f  you are sensing hesitancy on my 

p a r t ,  i t  i s  because I need t o  announce f o r  no t i ce  purposes and 

f o r  a l l  o f  the people t h a t  have been asking when the  vote w i l l  

be. And, Mr. Melson, i f  you can help us get there,  I would 

appreciate i t . Maybe i t  i s  enough t o  say t h a t  as i t  stands 

today, we expect t h a t  the  vote w i l l  occur Tuesday a t  1 : O O  

o ' c lock ,  o r  a f t e r  I n te rna l  A f f a i r s .  

MR. MELSON: That you w i l l  begin your de l ibera t ions  

Tuesday a t  1 :00  o ' c l o c k  o r  a f t e r  In te rna l  A f f a i r s .  I t h i n k  the 
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luestion o f  leav ing  the record open i s  something w i t h i n  the 

l i sc re t i on  o f  the  cha i r .  Obviously, I d o n ' t  t h i n k  the 

:ommission an t ic ipa tes  tak ing  f u r t h e r  test imony o r  evidence o f  

:hat nature. I f  the  record remained open i t  would be on ly  f o r  

;he purpose e s s e n t i a l l y  o f  hearing any responses t o  questions 

lased on the  record t h a t  the  Commission might have. And, 

igain, t h a t  i s  n o t  a normal p rac t i ce ,  b u t  i t  i s  one you have 

ndulged on ra re  occasions. 

CHAIRMAN JABER: Okay. A l l  r i g h t .  So I t h i n k  i t  i s  

' a i r  t o  say t h a t  we w i l l  reconvene t h i s  hearing Tuesday, 

Iecember 16th, a t  1:00 o ' c l o c k  o r  a f t e r  I n te rna l  A f f a i r s ,  but  

lot before 1:OO o ' c l o c k .  And we w i l l  reconvene the  hearing f o r  

:he purpose o f  t ak ing  a verbal recommendation from our s t a f f  

md making a bench decis ion on the  matters before us i n  these 

:ases. And I should take no t i ce  t h a t  wh i l e  the  record w i l l  

-emain open f o r  t h e  purpose o f  reconvening t h e  hearing, we do 

l o t  expect t h a t  there  w i l l  be p a r t i c i p a t i o n  other  than from 

:ommissioners and s t a f f  a t  t h i s  p o i n t .  Does t h a t  s a t i s f y  your 

:oncern? 

COMMISSIONER DAVIDSON: Well, i t  does, bu t  I want t o  

)e c lear ,  as I delve through a l l  o f  these mater ia ls  I may have 

jdd i t i ona l  questions i n  terms o f  commitments o f  t he  pa r t i es ,  so 

1 want t o  make t h a t  c lear  f o r  the record. 

CHAIRMAN JABER: 

COMMISSIONER DAVIDSON: You d i d .  You said 

I hope I j u s t  sa id  t h a t .  
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t o  Commissioners and s t a f f ,  so I j u s t  

uded from asking questions o f  p a r t i e s  t o  

CHAIRMAN JABER: Mr. Melson, what do you th ink?  

MR. MELSON: I t h i n k  f rank l y ,  Chairman, i t  depends on 

what type o f  questions the  Commission has i n  mind. 

understood Commissioner Davidson t o  say questions about 

add i t iona l  commitments the companies might make, and t o  me t h a t  

i s  q u a l i t a t i v e l y  d i f f e r e n t  than add i t iona l  questions, factua l  

questions. So I t h i n k  t h a t  would be w i t h i n  the  scope o f  your 

d i s c r e t i o n  t o  a l l o w  those types o f  questions o f  pa r t i es .  

I 

CHAIRMAN JABER: Okay. So what more do I need t o  say 

o r  c l a r i f y ?  

MR. MELSON: I d o n ' t  t h i n k  you need t o  say anything 

I t h i n k  w i t h  the discussion we have had t h a t  would set  more. 

the parameters. 

CHAIRMAN JABER: Commissioner Baez. 

COMMISSIONER BAEZ: And I j u s t  want t o  throw my two 

o r  th ree  cents i n  i n  terms o f  what I understand Commissioner 

Davidson i s  requesting, and i t  i s  something t h a t  I can probab 

support, i s  I t h i n k  i n  a p rac t i ca l  sense what we are doing i s  

Y 

we are preserving whatever stage we a r e  i n  here, Mr. Melson, t o  

be t o  be continued a t  another po r t i on .  

t h i n k  - -  i n  a p rac t i ca l  sense i t  i s  no d i f f e r e n t  than i f  r i g h t  

now - -  i f  we were a l l  o f  a mind r i g h t  now the Chairman could 

I mean, I don ' t  
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close, o r  whatever the  magic word i s ,  and then we would receive 

perhaps a normal recommendation and have a bench vote today. 

So a t  l e a s t  i n  my mind the on ly  t h i n g  I t h i n k  we are doing 

e s s e n t i a l l y  i s  preserving t h i s  moment u n t i l  we are ready t o  

a c t u a l l y  say, a l l  r i g h t ,  p a r t i c i p a t i o n  1 im i ted  t o  Commissioners 

and s t a f f .  

CHAIRMAN JABER: Let  me t e l l  you, I d o n ' t  mean t o  be 

d i f f i c u l t .  I r e a l l y  d o n ' t .  I ' m  look ing f o r  t h e  best 

procedural way and y e t  accommodate t h i s  Commission, because I 

dant you t o  have everything you need t o  make an informed 

clecision. That has always been the  goal i n  t h i s  case and every 

Ease. But the  way we have conducted t h i s  hear ing so f a r  i s  we 

lave asked questions and p a r t i e s  have been allowed t o  respond. 

1 need procedural guidance on how t o  show up Tuesday and 

ierhaps ask more questions and g ive adequate n o t i c e  t o  the  

i t h e r  p a r t i e s .  That i s  one. 

i o t i c i n g  requirements t h a t  requ i re  us t o  announce a vote. 

I need t o  a lso accommodate the 

And, Commissioners, maybe I could have feedback from 

311 o f  us, whatever you decide. 

COMMISSIONER DEASON: Let  me j u s t  express a concern. 

' i r s t  o f  a1 1, t h i s  e n t i r e  matter has been handled on an 

2xpedited schedule, 90 days, and i t  i s  through extremely hard 

vork by a l l  the pa r t i es  i nc lud ing  the  s t a f f  t h a t  we have been 

i b l e  t o  accomplish as much as we have. And I know t h a t  we have 

9 l o t  o f  informat ion t o  d iges t  i n  a very shor t  per iod o f  t ime, 
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m d  I can understand the desire by Commissioners t o  want the 

a b i l i t y  t o  ask more questions. 

comfortable i f  i t  were l i m i t e d  t o  asking questions o f  

c l a r i f i c a t i o n  o f  the  record as i t  ex is ts .  But t o  the extent 

there are questions t o  e l i c i t  more concessions o r  changes, then 

you are b a s i c a l l y  - -  you have t o  al low a l l  the  p a r t i e s  an 

Dpportunity t o  respond t o  t h a t  t o  ind ica te  why t h a t  i s  good o r  

that  i s  bad, and you are r e a l l y  almost back i n  a hearing mode. 

4nd t h a t  i s  my concern. 

I suppose I would be 

CHAIRMAN JABER: Let me open i t  up t o  the  par t ies ,  

because, I mean, they are the ones t h a t  would complain i f  we 

d id  something procedural ly incorrect .  And you are a l l  

p rac t i t ioners  t h a t  have pract iced here f o r  a number o f  years, 

you probably have more i ns igh t ,  f rank ly ,  than I do on how t o  

handle t h i s  procedural ly.  Let me s t a r t  here. Ms. White, Mr. 

Fons, do you have any input  on t h i s ?  

MR. FONS: I bel ieve t h a t  the preferable course would 

probably be as Commissioner Deason has suggested, and t h a t  i s  

tha t  a t  some po in t  there has t o  be f i n a l i t y  before you do the 

vote. And our suggestion would be t h a t  whatever you take out 

o f  t h i s  hearing room today i s  what you would vote on on 

Tuesday. 

CHAIRMAN JABER: So your preference i s  t h a t  we show 

up, accept whatever s t a f f  has t o  say, consider whatever s t a f f  

has t o  say and vote? 
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MR. FONS: Yes. O f  course, i f  there i s  questions t o  

c lar i fy t h e  record, t h a t  i s  a d i f f e r e n t  issue. 

CHAIRMAN JABER: Okay. To be consistent, l e t  me ask 

the other companies and then I w i l l  go t o  the consumer 

advocates. 

MR. HATCH: Chairman Jaber, I am echo - -  I mean, I am 

very sensi t ive t o  Commi ssioner Deason' s concern, and a1 so 

bas ica l l y  I t h i n k  I agree w i t h  M r .  Fons. 

o f  your asking questions t o  c l a r i f y  what i s  i n  the e x i s t i n g  

record as i t  stands now, I t h i n k  t h a t  i s  f i ne .  Basica l ly ,  i t  

i s  j u s t  a cont inuat ion o f  where we are r i g h t  now. But i f  new 

matters are raised, then i t  does ra i se  a problem w i th  can we 

respond, how do we respond, i s  there an adequate opportuni ty t o  

respond t o  new issues, t o  new matters. 

I t h i n k  f o r  purposes 

COMMISSIONER BAEZ: And honestly, Madam Chair, I 

don ' t  t h i n k  t h a t  t h a t  condi t ion i s  - -  t h a t  condi t ion already 

ex is ts  now. I mean, i f  we were i n  the Commissioners question 

stage a f t e r  c los ing arguments, t h a t  condi t ion ex i s t s  now. So 

whatever the condit ions, I don ' t  t h i n k  - -  I don ' t  t h i n k  on 

Tuesday i t  becomes any d i f f e r e n t  than i t  i s  r i g h t  t h i s  second. 

CHAIRMAN JABER: Ac tua l l y  i t  does. I f  I have 

understood what Legal has t o l d  me, i t  does i n  the sense t h a t  

t h i s  was not iced f o r  a bench decision poss ib ly  today. When I 

announce from the bench a continuation, I have t o  announce a 

cont inuat ion - - 
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MR. MELSON: Chai rman Jaber. 

CHAIRMAN JABER: Mr. Melson, and then I haven't 

forgot ten about the consumer advocates. I w i l l  come back t o  

you. 

MR. MELSON: Commissioner Jaber, I t h i n k  you could 

say t h a t  we are going t o  resume a t  1:OO o ' c l o c k  o r  t he rea f te r  

3n Monday i n  the same posture we are now. O r a l  argument i s  

f in ished.  The hearing i s  open f o r  questions from the 

Commissioners t o  the  counsel recogniz ing counsel c a n ' t  t e s t i f y .  

CHAIRMAN JABER: Okay. So i t  would be extending the  

opportuni ty f o r  c los ing  arguments. 

MR. SHREVE: You would be extending t h i s ,  and you 

w i l l  then make - - a t  t he  conclusion o f  t h a t  process you w i l l  

then move t o  the  bench dec is ion phase and hear a recommendation 

from s t a f f .  

CHAIRMAN JABER: But, i n  the  i n t e r e s t  o f  fa i rness,  

l e t  me l e t  the consumer advocates speak t o  t h a t  po in t ,  too.  

Commissioner Davidson sa id  t h a t  would work. Mr. Beck. 

MR. BECK: We would agree w i t h  the comments by Mr. 

Fons and Commi ssioner Deason. 

CHAIRMAN JABER: Okay. Mr. Shreve. 

MR. SHREVE: Chairman, I hes i ta te  t o  do t h i s ,  bu t  I 

probably agree w i t h  Mr. Fons and Mr. Hatch t h a t  may mean they 

want t o  change t h e i r  pos i t i on .  But I t h i n k  I agree w i t h  t h a t .  

I d o n ' t  see how you can go forward a t  t h a t  po in t  wi thout  
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D f f e r i  ng argument and d i  scovery o f  whatever might be a v a i  1 ab1 e 

down the  l i n e  on anything new t h a t  might come up. 

dhy you would want more in format ion a t  t imes, p a r t i c u l a r l y  

consideration a f t e r  you go through these volumes o f  evidence, 

but I t h i n k  - -  

I can see 

CHAIRMAN JABER: I f  I could i n t e r r u p t  you, t h a t  i s  

not what Commissioner Davidson i s  asking. 

desire t o  preserve an oppor tun i ty  t o  ask more c l a r i f y i n g  

questions and maybe i f  t h a t  generators concessions, f i n e .  

I t h i n k  there i s  a 

COMMISSIONER DAVIDSON: I mean, i t  i s  f i n e .  We could 

take a recess here f o r  a few hours and come back a t  midnight 

and resume. 

l a t e ,  I want t o  preserve the  s ta tus  quo r i g h t  now. We could 

s i t  and ask companies questions o f  X ,  Y ,  and Z .  Not addi t ional  

factua l  testimony, bu t  questions about - - c l a r i f y i n g  questions, 

j u s t  as you d id ,  Chairman. 

preserve s o r t  o f  t h a t  oppor tun i ty  i n  terms o f  - - i n  terms o f  

commitments. And perhaps I come back and have none, perhaps I 

come back and have several.  

It doesn' t  matter.  It i s  j u s t  l a t e ,  we have gone 

So I am b a s i c a l l y  look ing t o  

CHAIRMAN JABER: M r .  Twomey. 

MR. TWOMEY: Well ,  I ' m  no t  going t o  agree w i t h  Mr. 

Fons a f t e r  h i s  dumbbell comment, bu t  I w i l l  agree w i t h  Mr. 

Shreve. 

CHAIRMAN JABER: A l l  r i g h t .  M r .  Melson, based on 

what you said,  I am going t o  announce what I t h i n k  i s  
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ppropr ia te  no t ice .  And i f  i t  i s  no t ,  you j u s t  need t o  l e t  me 

now t h a t  we w i l l  adjourn t h i s  evening - -  
MR. MELSON: Recess. 

CHAIRMAN JABER: Okay. Recess t h i s  evening w i t h  a 

Ieconvening o f  the  hearing a t  1:OO o ' c l o c k  Tuesday, December 

6th,  o r  a f t e r  In te rna l  a f f a i r s ,  bu t  no t  before 1:00 o 'c lock  i n  

.he same posture we are i n  now. But I need f o r  the  media, 

because they are hounding Kevin Bloom and my o f f i c e ,  I need t o  

iay t h a t  a vote w i l l  occur Tuesday, December 16th. 

COMMISSIONER DAVIDSON: I say we make them w a i t  u n t i l  

;he very end o f  the day as much as they t o r t u r e  us. 

CHAIRMAN JABER: No. I have t o  say - -  and there are 

ieveral i n  the  room, I have t o  say when I t a l k  about the 

iar tnersh ips and cooperation we have received, I don' t mean t o  

leave ou t  t he  media and the cooperation Kevin Bloom and the  

-est o f  us have seen. So you are t o  be commended, as w e l l .  

A l l  r i g h t .  Thanks a l o t ,  good n i g h t .  

(The hearing recessed a t  8:45 p.m.) 

(Transcr ipt  continues i n  sequence w i t h  Volume 16. ) 
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