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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Determination of the Cost of Providing ) Docket No. 980896-TP
Basic Local Telecommunications Service, )
Pursuant to Section 364.026, Florida

) Filed: September 10, 1998
Statutes )
}

EREHEARING STATEMENT OF FLORIDA CABLE
TELECOMMUNICATIONS ASSOCIATION. INC.

The Florida Cable Telecommunications Association, Inc. (FCTA) pursuant to Rule 25-
22.038(2), Florida Administrative Code, Order No. PSC-98-0813-PCO-TP, respectiully submits
its Prehearing Statement to the Florida Public Service Commission (FPSC].

I. BASIC POSITION

The Florida Legisiature has directed the FPSC to determine and report the total forward-
looking economic costs of providing basic local telecommunications service in Florida. FCTA's
testimony addresses the inputs thet are most likely to influence the cust estimates submitted
under the Benchmark Cost Proxy Model, Version 3.1 (*"BCPM 3.1") and the Hatfield Maodel,
Version 5.0a (*"HM 5.0a"). The testimony recommends modifications 1o develop more reliable
torward-looking cost estimates. The testimony also rebuts incumbent LEC assertions
concerning the need for a universal service fund at this time.

The Florida Legislature has requested this study of the cost of basic local
telecommunications service In the centext of gathering informeaden to evaluate the need for
and size of any permanent universal service fund in Florida. At this time, the Legisiature has
only asked the FPSC to determine the forward looking cost of service and not to establish a
fund or quantity the size of any fund. Those additional steps may or may not be taken at o

later date as determined by the Legislature. Accordingly, while proposing certain adjustments
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to the cost estimates in this proceeding, FCTA oppeses the establishmeant of a permaneant
mechamsm without further inguiry into the need for a fund taking into account the incumbent
LECs' overall profitability In serving residential subscribers, the degree of competition, the
extent to which competition has eroded the LECs® sbility to maintain universal service, the
appropriate revenue banchmark, the appropriate affordability threshold, and opportunities for
rate rebalancing.
N. WITNESSES' TESTIMONY AND EXHIBITS
The FCTA will present the direct and rebuttal testimony of Wilham J. Berta and Exhibit
No. WJB-1 attached to Mr. Barta’s direct testimony. Mr. Barta's testimony addresses issues
2.3.4, and 5.
. ISSUES

ISSUE 1:
What is the definition of the basic local telecommunications service referred to in Section
364.026(4)(b), Florida Statutes?
FCTA's POSITION: Section 3684.026(4)(b), Florida Statutes, provides that the Commission
shall determine and report 1o the Legisiature the total forward-iooking cost of providing “basic
local telecommunications servica.” [ssue one is directed at determining the meaning of the
phrase *basic local telecommunications service.” The phrase is de’.oed in Section 364.02(2)
which states:

“Basic local telecommunications servica™ means volce-grade, flat-

rate residential, and flat-rate single-line business local exchange

services which provide dial tone, local usage necessary to place

unlimited calls within a local exchange area, dual tone

multifrequency disling, and sccess to the following: emargency
services such as *“811," all locally aveilatle interexchange
companies, directory assistance, operator services, relay
survices, and an alphabetical directory listing. For a local
axchange telecommunications company, such term shall include
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any extended area service routes, and extended calling service in

existence or ordered by the commission on or before July 1,

1895,
Consistent with principies of statutory construction, the definition contained in section
364.02(3), Florida Statues, should be utilized in this proceeding. The appropriate definition
of “universal service” is a separate lssue not specifically addressed in this proceeding. The

support for universal service should not include support for any business line service and

should be imited only to the first residential line.

ISSUE 2:

For purposes of determining the cost of basic local telecommunications service appropriste for
establishing 8 permanent universal service mechanism, v hat Is the appropriate cast proxy
model to determine the total forward-looking cost of providing basic local telecommunications
sarvice pursuant to Section 364.0256(4}b), Florida Statutes?

FCTA's POSITION: The appropriate cost proxy model |8 one that is consistent with forward
looking economic costing principles and not a reflection of a blend of costing (1.e. embedded
and TSLRIC) approaches. K should not incorporate less efficient technology than is currently
avalabla, work processes that are more labor intensive than existing automated procedures,
or any types of past inefficiencies. Capital costs and operating expenses ulilized by such a

model must be reasonable on a forward looking basis

ISSUE 3.

For purposes of determining the cost of basic local telecommumcations service appropriate 1or
establishing e permanent universal service mechanism, should the total forward-tooking cost
of basic local telecommunications service pursuant to Section 364.026(4)(b), Florida Statutes,

be determined by a cost proxy model on a basis amaller than a wie conter? H so, on what



basis should it be determined?
FCTA’'s POSITION: For purposes of developing an gatimate of the costs to provide basic ocal
telecommunications service, it is appropriate to examine costs modeled at the wire center as
well as lower levels of geographic disaggregation. Howaver, for universal service support
purposes, costs should be sggregated no lower than the wire center level.
ISSUE 4
For purposes of determining the cost of basic local telecommunications service appropriate for
establishing a permanent universal service mechanism, for each of the following categories
what input values to the cost proxy model identified in 1ssue 2 are appropriate for each Florida
LEC?
{a) Deapreciation rates
FCTA's POSITION: The Commission should adopt the economic lives and net salvage
values prescribed by the FCC for the Florida operations of BellSouth and GTE. The
default rates of the 4M 5.0a serve as a suitable proxy for Sprint since the FCC has not
prescribed such rates for Sprint.
ib) Cost of money
FCTA’'s POSITION: The rate of return estimated by the HM F Oa sponsors appears to
be more representative of the LECs’ forward looking cust of capital.
ic) Tax rates
FCTA's POSITION: No position.
(d Supporting structures
FCTA's POSITION: No position,
(e) Structure sharing factors
FCTA's POSITION: The model inputs for structure sharing should reflect a realistic

sharing arrangemant. The structure sharing percentege should recognize that, over



(f)
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(h)
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(k)

time, there will be more carriers seeking the economic benefits of structure sharng but
the opportunities for such sharing may be constrained for a numbe of reasons,
including 2r.gineering limitations.

Fill factors

FCTA's POSITION: The eppropriate fill factor should balance current and expected
demand levels for basic local telecommunicetions services as we: a8s accommodate the
requirements for administrative and modular related spare capacity aver the economic
life of the feeder and distribution facilities.

Manholes

FCTA’s POSITION: No position.

Fiber cable costs

FCTA's POSITION: The FPSC should require additional support for the BCPM 3.1 input
values to ensure the values sre supported by actusl vendaor information. The FPSC
should also determine whether the BCPM 3.1 inputs inappropriately reflect historical
experience (i.e. embedded costs) or are appropriately indicative of the forward-looking
operations that an efficient carrier would be likely 1o incur in 8 competitive market.
Copper cable costs

FCTA's POSITION: The FPSC should require additions: support for the BCPM 3.1 input
values to ansure the values are supported by actuegl vendor information. The FPSC
should slso determine whaether the BCPM 3.1 inputs inappropriately refiect histornical
sxperience (i.e. embedded costs) or are appropristely indicative of the forward-looking
operations that an efficient carrier would be likely to incur in a competitive market.
Drops

FCTA's POSITION: No position.

Network interface devices
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FCTA's POSITION: No position.

Outside plant mix

FCTA's POSITION: No position.

Digital loop carrier costs

FCTA's POSITION: The FPSC should require additional support for the BCPM 3.1 input
values to ensure the values are supported by sctual vendor Informetion, The FPSC
should also determine whether the BCPM 3.1 inputs inappropriately reflect historical
experience (i.e. embadded costs) or are appropriately indicative of the forward-looking
operations that an efficient carrier would be likely to incur in a competitive market.
Terminal costs

FCTA's POSITION: The FPSC should require additional support far the BCPM 3.1 input
values to ensure the values are supported by ectual vendor information. The FPSC
should also determine whether the BCPM 3.1 inputs inappropriately reflect historical
experiance {i.e. embedded costs) or are appropriately indicative of the forward-looking
operations that an efficient carrier would be likely to incur in a competitive market.
Switching costs and sssociated variables

FCTA's POSITION: The FPSC should require additional documer iation for the BCPM 3.1
input values to ensure the values are supported by ac.usl vendor information, The
FPSC should also determine whether BCPM 3.1 inputs inuopropriately reflect histoncal
axpearience |i.e. embedded costs) or are appropriately indicative of the forward-looking
oparations that an efficient carrer would be likely to incur in a competitive markaet,
Traflic data

FCTA's POSITION: No position.

Signaling system costs

FCTA's POSITION: The FPSC should require additional support for the BCPM 3.1 input




values to ensure the velues are supported by actual vendor information. The FPSC
should also determine whether the BECPM 3.1 inputs inappropriately reflect historical
experience (i.e. embedded costs) or are appropriately indicative of the forward-looking
operations that an efficient carrier would be likely to incur in 8 competitive market.
ir) Transport system costs and associated variables
FCTA’s POSITION: The FPSC shouid require additional support for the BCPM 3.1 input
values to ensure the values are supported by actual vendor information. The FPSC
should also dotermine whether the BCPM 3.1 inputs inappropriately reflect historical
experience (i.e. embedded costs) or are appropriately indicative of the forward-looking
operations that an efficient carrier wouid be likely to incur in a competitive market.
(s} Expenses
FCTA’s POSITION: The estimates of operating expenses developed by the BCPM 3.1
and HM 5.0a modals lack sdequate support and do not provide reasonable assurance
that the levels are representative of an efficient carrier operating in a8 competitive
market. The FPSC should require BellSouth, Sprint and GTE to provide dutailed
documentation supporting either the adjustments they have made to recast embadded
cost activity as forward-looking expenses or, in the case of BallSouth, provide the detail
that is relied upon from other cost studies pre 'ared by the Company.
(t) Other inputs
FCTA's PGSITION: The FPSC must determing, basec upon sound engineernng practices,
the appropriate economic cross-over point (i.e. thresho.d where fiber facilities are used

in lisu of copper) to be utilized in the cost proxy modals.

ISSUE B:

(m) For purposes of determining the cost of basic local telecommunications service




(b}

appropriate for establishing a permanent universal service mechanism, for whi-h Florida
local exchange companies must the cost of basic local telecommunications sarvice be
daetermined using the cost proxy model identified in lssue 27

FCTA's POSITION: The cost of basic local telecommunications service should be
determined for BellSouth, GTE and Sprint.

For each of the LECs identified in (a), what zost resuits from using the input velues
identified In Issue B in the cost proxy model identified In Issue 27

FCTA’s POSITION: No position.

ISSUE 6:

&)

(b)

(cl

For purposes of determining the cost of basic local telecominunications service
appropriate for establishing a parmanent universal service mechanism, should the cust
of basic local telecommunications service for each of the LECs that serve fewer than
100,000 access lines be cemputed using the cost proxy model identified in lssue 2
with the input values identified in lssue 47

FCTA’s POSITION: No position.

if yes, for each of the LECs that serve fewer than 100,000 access lines, what coat
results from using the input values identifiad In lssue 4 in the cost proxy model
identified In Issue 27

FCTA's POSITION: No position.

It not, for eech of the Fiorida LECs that serve fewer than 100,000 access lines, what
approach should bs employed to determine the cost of basic local telecommunications
service and what is the resulting cost?

FCTA's POSITION: No position.




IV. STIPULATION
FCTA s unaware of any stipulated issues at this tima.
V. PENDING MOTIONS
FCTA has no motions pending at this time.
Vi. OTHER MATTERS
FCTA is unaware of any reguirement of the prehearing order with which it cannot
comply at this time.

Respectiully submitted this 10™ day of September, 1988.

Vice President-Regulatory Affairs

Florida Cable Telecommunications Association
310 N. Monroe Street

Tallahassee, FL 32301

Tel: B50/681-1880

Fax: BE0/6B1-9676

Attorney for FCTA
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