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PROCEBEDINGS

CHEATRAN JONNSON: Itam 14.

MR, I08INS: Commissioners, Ites 14 is
regrouping issue that originated in BellSouth's
originel slection of price regulation. In that order
the Commission reguired the company to roll back the
retes in Nolley-Navarre, Jensen Beach and West Pals
Beach exchanges to eliminate rete increases stemaing
from regrouping.

The company filed a protest to this portion
of the order. Staff and the parties agree since the
issuss in this case did not involve any contested
fectual matters, that we will present all argusents at
agends in liew of an evidentiary procesding.

Ms. Shelfer will present the primary and I
will present the alternative. Staff is prepared to
ansver any guesti.ons.

CEAIRIAN JONNSON: We'll allow the parties
to make a presantation after you msaks your
introductions .

5. BROWN: Cossissionsrs, that's your
pleasure. If you would prefer to hear the oral
argusent fros the parties, we recommend five minutes.
Go ahead then, present the issuss, and then we'll take
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wp the argumsent with BellSouth.

HS. SEELFER: Okay. Regarding the primsary
recomsendation, Staff believes that regrouping is an
increase in price based on the statute. The statute
states that wvhean the ILEC selects caps that the rates
are capped. It dossn't distinguish whether it
regroups. It says that the reates are “apped. And
that's Staff's position, that regrouping is an
increass in retes.

CEAIRMAN JONNSON: And the slternative?

HR. UISEINS: Regarding the alternative, we
believe that regrouping is not & price increase under
the slection of price regulstion by BellSouth that's
in viclstion of Section 364.051 Floride Statutes. We
believe there's & change in the nature of the service
because the customers in the exchange that are moving
from one capped rate group to another capped rete
group. And these rates were in effect on July let,
1998,

CRATRMAN JONNSON: Thank you. BellSouth,

MR, CARVER: Thank you, Madam Chairsan, Ny
name is Philllp Carver and I represent BellSouth.

Owr position is pretty such consistent with
the Staff's alternstive rec and I don't know that I'11
nesd the who s Ffive minvtes, but I do have four points
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that I would like to make.

Of course, the issue is whether regrouping
constitutes a price increase.

First of all, I think what -~ we have to
begin with is how to dufine a price increase. And it
seans to »e that & price increase cocurs when the
price for & particular service is reised and that's
the only thing that truly constitutes & price
increase. What we have here is something thet's very
different.

What we have hare is & presxisting rate
systes under which there are different categories of
local service, there are different retes associated
with these cetegories, and there are differest local

| calling scopes associsted with each category. The

categories have not been changed and the prices
associsted with the cetegories have not been changed.
The only thing that has coourred is that some
customers have moved fros one category to another
category. And again, I don't believe that L .at
constitutes & price increase. Instead, what that
constitutes is & change in the type of service. And
vhat we've simply done is applied the historicel
distinotion betwesn service with & ssaller calling
scope and service with & larger celling scope and the

FLORIDA PUBLIC SERVICE COMMISS1ON
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price changed with that.

But there is not & particular type of
service with & set calling scope or with a set pattern
of sttributes that has changed. Instead there's just
& movement from one to the other.

™he second point I want to make is that
regrouping is not just scomething that BellSouth made
wp. It's mot sosething that is wnigue in any way.
This is sosething thet not only is long-standing, it's
specifically reguired by Commission rule. There is a
Commission rule thet dictstes that wvhen customers move
into what should be & different rete group, that they
be regrouped. And the Staff prisary rec is in effect
& recomsendation that you find that when we follow
your rule on this peint, we're alse viclating the
statuts. And I'1] come back to that in & minute, but
I think thers is an inherent difficuity in there in
putting BeliSouth or any locel exchange company in &
position where if we regroup sccoording to the prisary
rec, we're viclating the statute, and if we don't
regroup we're viclating the rules of the Commission.
I think there neads to be & consistancy thers.

The third point that I want to sake is thet
if you scospt the Staff prisary rec, I believe that
you're cresting & situstion in which there will
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necessarily be price discrimination that will violate
the statute.

Now certainly with a rewrite of 364 there
are & lot of different changes, but some things didn't
changs. PFor example, the provisions of 364.08, .09
and .10 4i4 not change, and collectively what these
provide is thet there cannot be any undue
discrimisstion in the trestmsnt of customers, either
in the services that they are provided or the prices
that they pay, o that similarly situated customers
have to be treated the same.

Bow, in saying that I's not suggesting that
all custoners heve to be charged the same price.
Thers are sone retional ressons why they could be
charged different prices. And I guess the easiest
example of that is that basic local service for
businesses is charged at one rate and basic local
sarvice for residentisl customers is at a different
rate. And that's perfectly scoeptable under the
statute, sven though the line that is used to provide
these twe types of service functionally is the same.
The reason it's scoeptable is because there's »
retional basis for making that distinction. And I
think that's really the test and that's reslly the
distinotion between an acoeptable distinction and
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fors of undue discrisination and that's whether there
is & true basis to distinguish between the cCustomers.

Bow, Af you accept the prisary rec, what's
going to happen here is in some instances customers
with the sane calling scope will be charged different
prices. In other instances customers with different
calling scope will be charged the same price. So
you're going to have differing treatasnt among
sinilarly situsted customers. And I think the
Question is whether that's peimissible.

Our position is that it would only be
pernissible, that is, it would be something other than
undue discrimination only if there was some retional
policy-based resson to drew that distinction. And you
just don't have thet here. What you have basically is
historical happenstance. That Lf one group of
custosers is regrouped a little before 1995 and
another should be regrouped & little bit afterwvard, if
you scoept the primsry rec, they would be treated
differently and they would pay different retes. And

'mu.lh-cmmmu“u.

justification there to make that distinction
approprlate under the statute.
And the last point that I want to make is
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COMMISSIONER GARCIA: What would be the
distinction? I sean I lose you there. What change
could ococur that would be unreasonable or unfair in
the inverse? In other words, you're not going to
regroup somecns downward, are you?

MR. CARVER: Under the current Commission
rules, yes, we do regroup downward, and we're reguired
te regroup downward. So that, for examp’'s, if there's
population moving out of an ares and the calling scope
shrinks, then they would be moved downward. And we
apply thet consistently. If the populstion increases
and the calling scope incresses then they are moved wp
or they are moved down.

And what we propose, and what we believe is
approprists under our view here, is to apply that
consistently. If you accept & primary rec then you're
going to have the regrouping structure as it has been
for years applying to scme customers, but those who
should have been regrouped under the Commission's rule
within the last year or twe would not be regrouped.

S0 in other words, you would have customers
who are going te be paying different prices for the
sane oalling scope in some instances, and in other
instances you're geing to have customers paying ~-- I
guess =~ I'm getting confused here a8 I go through it.

FLORIDA PUBLIC SERVICE COMMISSION
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There are two possibilities. One is the same prioce,
different calling scopes. The other is different
prices for the sase calling scope and that will happen
necessarily if you have & situation where some are
regrouped and others aren't regrouped. And the more
time that goes on without regrouping, the more you'll
have that confliot arise. And ageain it would be
pernissible if there were & basis for it. Like for
exanple, the basis for distinguishing between
residential customers and business customers. But in
this instance there's no reason to sake that
distinotion. There's nothing policy-based or
othervise --

COMNISSIONER GARCIA: Has Southern Bell ever
regrouped downward?

ME. CARVER: Pardon me?

COMMISSIONER GARCIA: Have you ever -- when
you regrouped, have you ever gone downward?

ME. CARVER: Personally I don't know the
answer to that gusstion. I could get an answer for
you, though. Be happy to do that,

COMMISSIONER GARCIA: 1°'d like that.

MR, CARVER: Okey.

I may have to supply that to you later but I
will certainly investigete thet.

FLORIDA PUBLIC SERVICE COMMISSION

172




-

19
2¢
n
22
23
24

11

The last point I want to make is just a
practical one. As I understand the prisary rec, it's
really prenised on the ides that rete regrouping is an
anachroniss and it is something that should no longer
exist. I don't necessarily subscribe to that
viewpoint. I don't think the time has come to do away
with it. Bt even if one were inclined to do that,
there are ways to approsch that.

For sxample, have a generic docket to
investigate the Commission's rule on regrouping and to
ook st shether it should be changed now or whether it
should be changed in the future. I think that would
be the appropriste action. Instead, the primary rec
sinply said in offect leave the rule as it is but tell
partiss they can't feollow it because regrouping is now
in viclation of the statute. I don't think that's
appropriste. And I alse don't think it's appropriate
to flash cut so that there's no more regrouping now,
because for the ressons I've described, I think that
necessarily crestes dissisilar treatment among
sinilarly situated custoners. And I think we may have
an answer to your guestion, Commissioner Garcias.

HS. SINS: Commissioners, Nancy Sims with
be.llsouth .

e have not regrouped downward, but we would
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regroup downward if the situstion would dictate, you
know, & lose of subscribership in the srea.

CEAZRMAS JONNBON: On the last point that
you raised, Nr. Carver you stated -~ or saybe I vas a
littlie confused, 4o you believe we have the legal
suthority to step this regrouping methodology and this
regrouping process?

. CARVER: Legally I think you can. And
I's giving you sy own interpretation here.

I think that the points Staff is saking is
that regrouping is & creature of rete of return
regulation and it really has no place in . price
regulstion snvironsent. And I think Af you scoespt
that, then the next step is to open a docket and to
investigets how to wind it down in & way that doesn't
entail discrisinstion toward anyone. Unfortunately --
and I think it would necessarily require a rule
change. And looking at that prospectively is
csrtainly an option. And that's & process that we
would be plessed to participete in. The thing that we
really sbject to is leaving the rule as it is but
telling ws to ignore it and at the sane time simply

instantly terminating regrouping while lesving the
regrouping systes thet's been there historically in

place, because that's what crestes & differing
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treatasnt among the customers, and that's also wvhat
crestes & statutory probles.

CEAIRNEAN JUNNBON: So right now is it your
position that aithough we have the legal suthority to
not have regrouping, we are somshow obligated anyway
under the lav to continue to regroup, and is that
regrouping -~ 40 we have te do that in perpetuity
until we change the rule?

Eh. CARVER: I think the lav is that we have
to regroup, so By firet poist is that we shoul 'n't be
pet in & position vhere we sither abide by the statute
or abide by the ruls. I think there should be »
consistency. But do you have to allow regrouping in
perpetuity? No, I don't think so. But I think if you
want to do away with regrouping, then it needs to be
done Oon sone prospective basis that ensures that ail
custoners are created egually, and that there is no
undue discrimination. And leaving the customers who
have bean regrouped historicelly where they are and
sbruptly stopping regrouping now I think does creats
that distinction.

S0, again, on & going-forvard basis if you
want to have & docket to look st the ways in which yeu
could 4o swey with regrouping or restructure rates
othervise wvithout untdue discriminetion I think that

FLORIDA PUBLIC SERVICE COMMISSION
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would be permissible. But I think the particular way
that Staff has recommended you 9o about it, which is
to sisply tell us tha we can't regroup anymore
regardiess of the fact that it's been done up to now,
that's wvhat ceuses the legal probles.

CEAIRNAN JORNSON: If we weare to make a
deternination that the lav did not allow regrouping
any more, the law that wes passed in '95, but we had &
rule that was counter to the law, what would we do?
Is the rule presmpted and would we have to follow the
lew, or do we say, “Sub-ch, we have & rule that
violates the law but we've got to apply this law
anyway?*

M. CARVER: I think you change your rule.

CHATRMAN JONNSON: In the interis what do we
do? If there's & lav out there that is in effect, and
that our rule viclates the lavw, what would we do in
the interia? Do we keep applying it or do we ~~

M. CARVER: I think if st some point you
deternine that your rule violates the law, that they
re in conflict, then I think you have to follow the
statute and I think you have to do sway with your rule
as guickly as you can Af it's the view of the
Comsission that it conflicts with the overriding
statutory suthority. Se¢ Af thet's the view, then I

v
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think you should move through that prooess guickly.

But the other thing I alse want to emphasize
is that there's alse & statutory sandate not to unduly
discriminate. And I think if you're going to do away
with regrouping in the future, you have to do it in
some ways S0 that all the customers who have been
regrouped are going to be treated the same as sveryone
e.ne

CONNISSIONER GARCIA: I thought the law, in
terms of discriminate, was between the carriers?

MR, CARVER: No. 364.85, .% and .20
basically say that similarly situsted customers have
to be trested the same in terss of the services that
they are offered and the prices that they are charged.
S0 I believe that If they are treated differently, to
90 back to my sarlier sxasple with residential and
business customers, there has to be & detersination by
the Commission that there is & retional basis for that
distinotion. Beceuse If customers are indeed
sinilarly situsted then they can't be charged
different prices.

COMMISSIONER GARCIA: Could Staff address
that?

NS, BROWN: Yes, Commissioner. The primary
recommendat ion doessn't agree with that perspective.

FLORIDA PUBLIC SERVICE COMMISSION
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Firet of all, ve don't interpret those three
sections of the statute to mean that all similarly
situated customers have to be treated the same. Those
sections of the statuts as we interpret theas today,
considering that the lav has changed, say that
similarly situsted customers cannot be unduly
discriminsted ageinet, and then it becomes & guestion
of what is undue discriminstion. We don't believe
that it is undue discriminstion when a statute changes
and says retes don't go wp after this point, that the
effect of thet is that customers who were regrouped
sarlier than the effective date of the statute, then
are being charged & higher price. We don't consider
that to be undue discrimisetion since it is the
statute and the lav that created that price
descrepancy .

Bventually when rete regrouping goes avay
all together, which we think it should do now, there
will be many customers who will be sisilarly situsted
who will be paying different prices.

S0 we think the foous of the analysis of
undue disorisinstion in this competitive world is
different than it was for us vhen we were dealing with
the regulatory environment, where in & complete
sonopoly situstion, then customsers who wers in the
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sane place had to pay the same. In this environment
that's not necessarily true. And I guess the key for
me is that it is not unreasonable discriminstion when
the statute is what has regquired this discrepancy.

I have & couple of other comments to make

COMNISSIONER GARCIA: I'd love to hear thes,
Ns. Brown.

M. BhOEN: All right. Lot me see. The
conflict between the statute and the rule. Clearly
the statute contreols in that circumstance. We are in
& sitastion in communicetions where we are changing a
lot of our rules, and revising and revasping thes in
order te be consistent with the nev lav. That's been
going on for some time.

COMMISSIONES GARCIA: Just for my
understanding, though, these rate groupings --
cbviously they were but I just want to do it -~ were
created under & rate of return regulation.

NS, BROWN: Yes.

COMMISSIONER SARCIA: And wears they part of
s vhole procesding, rete procesding, or were they
crested after and added inteo retes? Mow precisely
wers they crested and hov were those distinctions -~
and vhat was the last -~

FLORIDA PUBLIC SERVICE COMMISSION
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HS. BROWN: I'11l let the local historian
ansver thet guestion for you.

COMMISSIONER GARCIA: NMr. Graham Bell.
(Leughter

I alse vanted to add to that, vhen was the
last time we locked at these groupinge?

M. P'EANSELEER: The answer to the last
guestion is many years ago st one time the Commission
investigeted the feasibility of having an unifors rate
grouping eystes throughout the state, and it turne out
that st that time they were concerned about revenue
reguirensnts and we never could design & statevide
systes that would produce the revenues that were
nesded and at the same time have & grouping plan that
made sense

Ristorically it's interesting that this is a
discrisisstion issus because I thought when it wvas
proposed it wes & revenus enhancement type of
argusent. But It was done in & generic procesding to
sdopt Lhe grouping rules.

Now sach company has & different grouping
plan. They are not all the same.

COMNISSIONER GARCIA: When was the last Cime
ve looked el thes for Southern Bell?

MR, P'EANELEER: It has to be in the
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sarly -~ wall, no, I guess it would be in the '80s;
probably mid *80s.

What's interesting about all of this
argusent is that they didn't say anything about Niami,
and that's top of the rate groups and it's capped.
Now, NMiami could triple in population, theoretically,
and they couldn't incresse the retes.

OONMISSIONER GARCIA: Walter, don't make me
vote againet it beceuse of Niami, it crestes probless
for me.

N, BROWN: Commissionsrs, if I might juet
9° back to the guestion of statute versus rule. Where
the rule was crested in & different regulatory
environsent than the statute that exists now, ve msust
apply the statuts and then sither not apply the rule
if it's not appliceble anymore, or go through our
procedure that we're going through to wead out the
ruies that are no longer necessary, no longer
spplicatie.

I don't think thet we nesd to open up & big
generic investigatory docket about whether we need to
keep retes regrouping now that the lav has changed and
we're inte this different environsent, but it could be
that we would nesd to do something.

COMMISSIONER GARCIA: !s that what

FLORIDA PUBLIC SERVICE COMMISSION
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Nr. Carver was asking for? That if we didn't vote =~
that if we went with prisary that's what we have to
do?

M. CAAYER: Mo, not at all. What I wvas
trying to say is I think the prisary seess to be
preaised on the notion that rete grouping has no place
in the cuwrrent environsent. And I disagree with that,
by the way. I was just saying that if you acoept
that, the appropriste way to deal with it would be
prospectively in & generic proceeding as opposed to
having the sort of flash cut that's been recommended
in the primsry. But I would not advocate that beceuse
I belieove st this time the rete grouping structure
continues to make senss and we should be allowed to
Tegroug .

CEAIRNAN JORNOON:' Could you expound upon
that? Why do you believe in the current savironsent
rate regrouping is still » good Ldea?

MR, CARVER: I think & lot of It has to
do -~ there's on historical concept there of value and
the notion is the larger the calling scope the more
valuable the service, and, therefore, the higher
price. S0 custonars in larger areas pay more;
custoners in sseller sress pay less.

And again, it kind of loops back to the

FLORIDA PUBLIC SERVICE COMMISSION 1582
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discrisisstion point I sade sarly. There may be some
point in the future at which BellSouth or other
companies under price regulation will want to redo the
retes and charge more consistent retes. But we can't
do that now. And to the sxtent that we have this
historicel structure in place where pecple pay
sccording to a notion of benefit that's been endorsed
by the Commission, I think it's appropriate to apply
that consistently.

OOMEISSIONER GARCIA: Mr. Carver, what would
happen if tomorrow ATEY decided to provide local
service in Dade County and you lost half your
custoners? Would thersby your rate grouping, you'd be
forced to drop retes for everyone in the Dade County
ares which have the higher rates?

MR, CARVER: Well, that's & tough guestion
te ansver off the top of sy head.

I think competitively, yeah, we probably
would have to drop retes. But I think if we thought
that at that peint -= well, if at that point we needed
to do sway with the rate regrouping structure and
there was & Commission rule that prohibited it then we
would nesd to come back to the Commission and ask us
for relisf that would sliov us to sake that decision.

COMNISSIONER GARCIA: Let's say we voted for




. ¥ & w

-

the altermative today, and then tomorrowv they started
offering local service in Dade County.

. CARVER: Yes.

COMMISSIONER GARCIA: And 508 of the people
wvant to ATET. Would that mesan that then the rate
grouping that those pecple are at, the customers you
kept. is imcorrect?

M. CARVER: I think I have a policy vitness
who wants to take that guestion.

NS. SINS: Commissioners, the rete groupings
are based on the total nusber of subscribers -- total
nusber of people that the customer can call, so it
vouldn't make any difference wvhether they were served
by ATST or by Ball, unless for some reascon they
deternined thet ATET's customers were going to be long
distance for some reason.

Bt it's the total nusber of telephone
subscribers they can call, vhether they be ATET's,

ours or NCI's; it's the whole local sxchange ares
that's snconpasssd. It's not done by the total nusber
of our subscribears, it's the total nusber they can
contact

ME. D'EARSELESE: ! would disagres with

CHEAIRNAN JONNSON: Walter, hold on for a




. W & .

-

23
t L
as

If it is, that reises an interesting peint
because I was thinking about the same thing in terms
of the competitive market. But if it is based upon
the total pecple, or the customers in that scope, are
you -- and somsons else actually would have those
particular customers, why should you get paid more for
s value of service and its somebody eise's customer
vase’

You're saying look at the calling scope,
here's the value that we have all of these customers
and here's your calling renge, why shouldn't ATET get
mmucmﬁuqmmnm
customers? Why should you be paid that extrs
incresental amount when you msy have other providers
actually providing the servics.

CONRISSIONER DEASON: The same reason ve've
slaved over interconnection in srbitretions for the
i1ast six months, and that's because we've got an
ubiguitous telephone network where everybody can call
everybody slse, and it would depend upon the way ATeT
defined their local calling area. But iIf they
ninicked BellSouth's and had the same locel calling
ares, the customers would have the same base of people
that they could call, the same nusber of customers

FLORIDA PUBLIC SERVICE CONMISSION
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they could call tell free, and that's the basis of the
grouping. It dossn‘t matter if they are an ATT
customer or BDellSouth customer, if they can call each
other on & toll free basis they are considered part of
that rete group, and that's how it would be based.

CHEAIRMAN JORNSON: But who should get the
benefit of the $1.507 Should it be BellSouth?
Secause they're saying this argusent --

COMNISSIONER DEASON: We don't set ATET's
rats, they'll set that rete themselves. We're talking
about whet rete BellSouth would be sble to apply. And
it sesns to me under & rets group situstion -~ and
we're doing this under & situstion of cepping and
whether BeliScouth has the authority when a group goes
W to incressse that, and whether there's any
discrisination. It seems to me if they want to
respond to competition, as long as there's not undue
discrimination, and that's something as Ns. Brown
indicated, sosething we'd have to define, they'd be
free to lower retes in response to competition as long
as there's not undus discrisinstion. The ilssus before
us today is whether they can increase according to »
regrouping plan, and whether that is consistent with

the interpretation of the nev law.
CHAIRMAN JONNSON: An)y other comments?
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COMNISSIONER CLARE: MNadam Chairsan, I would
just point out that at the tise we voted on this I
dissented because I thought this was & change in
sarvice, not in retes. And It sesms to me that
viewpoint has the added advantage of not raising the
issuss of whether the lav results in discriminatory
treatasent of custosers. Bverybody who has the same
calling scope will have the same retes, and it won't
sattar in terms of the timing of it.

NS. SEELFER: Cosmissioners, vhensver you
say "calling scope® I think there's a difference. The
calling scopes will vary fros sxchange to exchange.

OUEISEIONER CLARE: Right. It's mot

calliing scope, it's the nusber of customers -~
(Simultansous conversstion)
. PEELFER: ~- it's the nusber of access

lines. And a0 Nr. Carver used that, too. The calling
soopes are not the same. Nismi certainly has
different calling scope than scoasons else in rate
group 12 within Florida. They say can call the same
sunber of acosss Lines but the servioes vary,
depending on your calling scope, from exchange to
exchange and thet would determine the regrouping.
T™he other thing I'd like to point out as far
as disoriminetory, the customers within .ae exchange
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all pay the same rete. There is no discrimination
within the sxchange. S0 if one exchange regrouped and
the other didn't, discrisination would not o~cur among
customers

And one other thing I wanted to point out
was that the statute also took saway the Commission's
suthority to order BAS. One could argue that that
would be discrininatory. There are customers now that
cannot come to the Commission and asked for extended
ares service that used to could. We still have our
rules thet reguire -- that state that customers can
come in and petition or either file a resolution
reguesting the Commission to imvestigate EAS. Well,
thet dosan't happen sither but the rules are still
there.

COMMISSIONER GARCIA: Lot me bring that --
and maybe, Narths, you cean address this point. That's
the one probles I have with this. Is that the
legisiature did not directly sddress this. In EAS
they 4id. They basically sald we're going to put the
rates at & osrtain lewvel and they didn't address this
grouping issus which slready existed, which I think
lends sone credence to Mr. Carver's argusent saying it
wes thers, it should stay thers. It was built inte
the systen. And we're just sisply scosssing that.
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In tarms of EAS it sald to us that's not in.
T™hat's not part of what the Commission can do from now
on. Nowever, the rets regrouping it could.

And I vanted to ~~ tell e why 1I's wrong or
why Nr. Carver's wrong specifically to that. Because
had the legislature belisved it wanted to freese rates
and not include the regrouping concept, wouldn't they
have addressed it?

B, BROWN: I wasn't thers, and have not
locked & lot at the legislstive history.

The way I would interpret the fact that they
don't specifically mention it is that they assumed
they 4id not nead to. In the section that they used
on ~= when they said retes will be capped, they mesant
all retas. And Iif they had meant -~ sxcept not rates
that are setablished by regrowping, they would have
put it in. But that's about the best that I can tell
you. HNaybe Walter can -~

HR. D'EABSELEER: Commissioner, being
perfectly blunt, there was & big issue with the LECs

" EBAS, historicelly, so, you know, It was an issue that

legislators wvers even aware of and had been involved
in, vhers regrouping was never that big & deal. 8o it
vould surprise se that legisliators wers even avare of
it unless sossbody pointed it out to thes. Where EAS
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I's sure & lot of thes were familiar with the
problems.

CEAIRMAN JONNSON: Walter, I interrupted you
e little sarijer. You were going to respond to -~ I
think Bell's argusent that this is msasured by number
of customerse.

M. P'EAMELEER: Right. You have to
resesber it's not in the rules the grouping bands;
that is in the individual company's tariffs and they
veare agproved for Southern Bell. So I don't think it
nakes any difference how many customers ATET has, what
satters is the number of customers that BellSouth or
Southern Bell has. And I guess in your example, ir
they lost 508 of the subscribers in Niami and you
folleow this thing to its logicel conclusion they would
probably have to reduce retes beceuse they would be in
s different grouping band.

COMMISSIONER DEASCON: I think we're raising
an issus now that's not before us as to whether if
we're going to keap -~ sllow grouping and vhether
we're going te ~~ how we're going to determine when a
company loses encugh customer base that would
otherwise fall in & lower group, how we're going to
apply that. I think we've probably got & difference
of opinien.
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T™e issue in froat of us today as to whether
the company =~ if they are inclined, if they can
incresss rates -~ and I don't want to label that
increasing retes because I don't think it's a rate
increase. 1 think it's applying the appropriate rate
to & customer whe is in & different rete class and
reates are not being incressed and is not in viclation
of & statute. But that is the limited issue in fromt
of ue. I don't think it's & guestion of whether we
nesad to retain groupings and regroup or it's a
question of how we respond to competition if there is
competition i» an ares, and that guestion is not in
front of ws about an & company losing enough customer
share that their own subscribers would othervise fall
in & gifferent rete group. 1 think the guestion is
more limited than that. 1 think that's what we have
to answer .

. D'EABSELESR: And I agres with you. The
rest is probably rhetoric, that, you know, through
out .

COMMISSIONER GARCIA: I brought it up.
Clearly Salter is not doing it for the benefit of his
argusent. I'sm the one that brought up the issus.

CEAZRMAN JONNSON: Let me ask Ms. Shelfer
snother guastion. With the respect to the way that
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Issue 1 is framed, it's my understanding, or at least
the analysis -~ when I read your analysis I hear you
saying that rete regrouping should be & thing of the
past and that the lseus we're addressing now is
vhether or not under the nev lav we should be
regrouping st all. Is that -~ wvhather legel or
Staff's analysis? Either legal or technical Staff.

. GEEFER: I's not sure I uwnderstand your
question. Could you repest it, please?

CHAIRMAN JONNSON: A gquestion of whether or
not we should be regrouping -~ your guestion or your
issus ssens to B to suggest that we should not do
rate regrouping under the nev law, period. Is that
true?

NS. GEELFER: I would say based on the
statute when it says thet the retes are cepped they
are capped, S0 regrouping -- they are there. The
prices are capped, but as far as being able to regroup
I think it's & viclation of the statuts. The price
increass, the Oustoner sees the price increase.

CHAIRMAN JONNBON: S0 you think our rule
viclstes the statute and that the rule should be
either changed, or omitted or revised?

. BERLFER: The rule would only vielate it
for price cap LECs. You still have soms rate of
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return LECs.

CEAIRMAN JONNGON: I see. So it at least
should be revised as it relates to price cap LECs, and
you get there under your interpretation of what the
lav reguires.

. GEELFER: Yes, ma‘an.

MR, CARVER: If I could just add one thing
on the increase issus, I think we spent a lot of time
talking about the lssue, too, in the docket which is
the discrimisstion issue. And I just want to go back
to the incresase issue beceuse I think that's really
the threshold issue and probably the most important
one; the guestion of whether changing & customer's
rete as & result of moving from one group to another
is & price increass.

And I thisk, agein, there is & historical
structure in place wheredy the Commission has
recognised that different rete groups have different
charges sssocieted with thes. So vhen & customer
moves from one rete group to another rete group, the
nature of their service changes. By the Commission
rules that is enhanced version of the service and they
are moving fros & & less valuable version of the
service to & sore valuable version of the service.
And I think by definition that can't be & price
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increase. Again, I believe that a price increase is
when you have & particular service and the service
doss not change at all but the price associated with
that service increases.

Bow, to apply that to our situation, let's
say if you had five rete groups and we raised the
price for each of those five reate groups, then that
would certainly be a prohibitive price increase but
that's not what we have here. We have rate groups
that are defined the way the)‘ve alvays been defined;
the scope hasn't changed, the price that it is
associsted with has not changed. Customers have
sisply moved fros one to the other. And I think te
argus thet that's & price increass, is necessarily to
argus that the Commission is wrong in approving the
rete regrouping structure that's alvays been there.
But the point is thet exists, and & determination has
besn sade in the past that that's based on value and
therefore those constitute different categories of
service,

And Af you sccoept that, then it's just not a
price incressse becsuse it's not an increase in & given
service; instead it's & change fros one variation of
locel service to another varistion.

. BROWN: Comsissionsr, Iif I sight address
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that point, it isn't that the Commission has been
wrong in establishing rate regrouping or in
detaraining that there is an increased value of
service in being able to call more access lines in
order to protect the revenue situstion of regulated
sonopoly companies, it's just that the world has
changed and the old -~ I think it's aifficuilt,
probably, to put =~ to put ocurselves in that
perapective & little bit because they are so used to
the old ways of looking st things. But a price
increase in & competitive worid is & price increase,
however you call it, and value of service is maybe not
the kay anysore; cost of service is the key. And
these are the phreses and the ways of thinking that
the statuts was trying to get at when it established
the rats cap. That's all.

CHAIRNAN JONNSON: Thank you.

COMNISSIONER DEASON: 1'd like to make »
motion.

CEAIRMAN JONNSON: Are we all finished?
Vonnie, 4id you have sossthing you wanted to say. You
locked like you did.

MR, WISGINS: I just tend to disagres. And
I disagres becsuse until rets groups as & whole, the
systen that we're wsing, 9oes avay, and we 4o not know
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what competition is going to bring, I think it's a
changes in the mature of the service. Becsuse you're
going from one capped rate group to another capped
rete group. The retes for these groups have not
changed sinoe July ist of 1995,

CEAIRNAN JONNSON: Thank you.

OCOMMISSIONER DEASON: Are there other
guestions. I move we approve Staff alternative to
Issues 1 and 2.

CONMMISSIONER CLARE: recond.

CHAIRMAN JONNSON: There's been & motion and
s sscond. Any further discussion? BSeesing none, all
of thoss in faver signify by saying “aye.*

COMMISSIONER CLARE: Aye.

CUMNISOIONES GARCIA: Are

COMNISSIONES LEASOS: A,e

COMNISSIONER EIBSLING: Aye

CHAIRMAN JONNSON: Opposed “nay.*

CEAIRNAN JONENSON: Is there ancther
recommendst Jon’

COMMISSIONER KIBSLING: ! move Staff
primary.

CEAIRNAR JONMBON: s there a second?

COMEYSSIONER GARCIA: I'1] second.

CHAIRNAN JONNSON: Any discussion? Seeing
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1] none, all those in favor signify by saying “aye.*

21 Ays.

3 COMNISSIONER GARCIA: Aye

4 OCOMNISSIONER KIBSLING: Aye.

s CEATRNAS JONNSON: Opposed, “nay.*
6 CONMNISSIONER DEASOE: MNay.

y COMMISSIONER CLARE: Nay.

+ CEAITREAN JONNSON: Show the primary approved
9 on & thres-to-two vote. Thank you very much.
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