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September 10, 1998

Ms Blanca S. Bayo, Director
Diwvision of Records & Reporting
Flonda Public Service Commission
2540 Shumard Qak Boulevard
Tallahassee, FL 32399-0850

Re Docket No. SB0696-TP
Determination of the cost of basic local telecommunications service,

pursuant to Section 364,025, Florida Statutes
Dear Ms. Bayo

Please find enclosed an original and fifteen copies of GTE Florida Iincorporated's
Prehearing Statement for filing in the above matter  Alro enclosed is a diskette with a
copy of the Prehearing Statement in WordPerfect 6.0 format  Servi- 2 has been made
as indicated on the Certificate of Service. if there are any questicns regarding this
filing. please contact me at (813) 483-2617.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Determination of the cost of ) Docket No 980696-TP
basic local telecommunications service, ) Filed: September 10, 1998
pursuant to Section 364.025, )
Florida Statutes )

)

GTYE FLORIDA INCORPORATED'S PREHEARING STATEMENT
GTE Florida incorporated (GTEFL) files its Prehearing Statement in accordance

with Ordar number PSC-98-0813-PCO-TP in this dockel and Commission Rule 25-22 038

A. Witnesses
GTEFL's witnesses and the subjects on which they will testify are

Meade C. Seaman: Issues 1, 2, 3, 5(a) and t-~ general policy considerations
related to these and all other issues in this docket.

David G. Tucek: Issues 4(c)-(r) and (t), 5(b).
Michael R. Norris: Issue 4(s)

Allen E. Sovereign: Issue 4(a)

James H. Vander Weide: Issue 4(b)

Steven A. Olson: financial results supporting witness Seaman’s recommendations
on Issue 2.

Carl R. Danner: Rebutial to ATAT witness Guepe a « Florida Competitive Carriers
Association witness Gillan

Francis J. Murphy. Critique of HAl Model

Timothy J. Tardiff: Critique of HAlI Model
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B. Exhibits
GTEFL plans to introduce the following exhibits into the record

Exhibits MCS-1, MCS-2 (attached to Mr. Seaman’s Direct Testimony) and MCS-3
(attached to his Rebuttal Testimony)

Exhibits DGT-1, DGT-2, and DGT-3 (ettached to Mr Tucek's Direc! Testimony)
Exhibits MRN-1, MRN-2, and MRN-3 (attached to Mr Norris' Direct Teslimony)

Exhibit AES-1, AES-2, AES-3, AES-4, AES-5 (attached to Mr Sovereign's Direct
Testimony), AES-6 and AES-7 (attached to his Rebuttal Testimony)

Exhibits JVW-1, JVW-2, JVW-3 (attached to Dr. Vander Weide's Direct Testimony).
JVW-4, JVW-5, and JVW-5 (attached to his Rebuttal Testimony)

Exhibit SAQ-1, attached to Mr Olson's Direct Testimony
Exhibits TJT-1 and TJT-2 (attached to Dr Tardiff's Rebuttal Testimony )
GTEFL reserves the right to use and/or introduce into evidence other exhibits al the

hearing and other appropriate points in this docket.

C. GTEFL's Basic Position
In making its decision in (his proceeding, the Commission should remain aware of
the ullimate reason why it must choose a proxy model to determine the cost of providing
local service--to help the Legislature establish a universal service support mechanism
The model results must be sufficient to preserve. mamntain, and advance universal service,
as required by Florida law and the Telecommunications Act. The Commission should thus
test the adequacy of a forward-looking cost model by companng its resulls to today's cosls

of supporting universal service, which are reflected in GTEFL's current rates To the




exten! that model results fall short of replacing all of today's implicit subsidies, they must
be adjusted to accommodate this goal GTEFL does not believe a universal service
mechanism can ba determined solely through the use of a forward-looking proxy model,
nor does it believe the Legislature intended such a result

With regard to the model choice itself, GTEFL believes that company-specific
models and company-specific costs should be used to calculate the cost of providing
services,. However, given the Lejislative directive to choose a proxy model, GTEFL
believes that BCPM, populated with company-specific inputs, is the most reasonable
approach

in no event should the Commission adopt the Hatficld Model. The Commission has
rejected this Model in other dockets because of. among other things its understatement
of costs and its inaccessibility. These problems--and many more--sti | plague the Model
A Modeal that produces results that are less than half of GTEFL's costs is simply nol
credible

D., E., F., G. GTEFL's Specific Positions

GTEFL believes all of the issues identified for resolution in this case are mixed

questions of fact, law, and policy. GTEFL's positions on each issue follow

Issue 1; What is the definition of the basic local relecommur !cations service referred
to in Section 364.025(4)(b), Florida Statutes?

Position: “Basic local telecommunications service” s cefined in section 364 02(2) of the

Florida Statutes




Issue 2: For purposes of determining the cost of basic local telecommunications
service appropriate for establishing a permanent universal service mechanism, what
is the appropriate cost proxy model to determine the total forward-looking cost of
providing basic local telecommunications service pursuant to Section 1684.025(4)(b),
Florida Statutes?

Position: Company-specific models and inputs, rather than proxy model and inputs, can
best determine the forward-looking cos!t of providing basic local service. However, given
the Legislature's directive to choose a proxy model, BCPM with company-specific inputs
is the most appropriate choice. In no event should the Commission approve the Hatfield
Model, which suffers from a number of engineering and other flaws and severely
underestimates cosls.

lssue 3: For purposes of determining the cost of basic local telecommunications
service appropriate for establishing a permanent universal service mechanism,
should the total forward-looking 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 smaller than a wire center? H so, on what basis should it be
determined?

Position: Yes. Costs should be calculated on a basis smalier than a wire center to more
accurately reflect the cost differences within a wire center For universal carvice support

ourpases. it 1s important to avoid mixing lower-cost urban areas with significantly higher-

cosl outlying areas.

Issue 4: For purposes of determining the cost of busic local telecommunications
service appropriate for establishing a permanent universal service mechanism, for
each of the following categories what input values to ti e cost proxy model identified
in Issue 2 are appropriate for each Florida LEC?




(a) Depreciation rates

(b) Cost of money

(c) Taxrates

(d) Supporting structures

(e)  Structure sharing factors

(f) Fill factors

(g) Manholes

(h)  Fiber cable costs

(i)  Copper cable costs

()  Drops

(k)  Network Interface davices

()  Outside plant mix

(m) Digital loop carrier costs

(n) Terminal costs

(0)  Switching costs and asscoclated variables
(p) Traffic data

(q) Signaling system costs

()  Transport system costs and assoclated variables
(s) Expenses

(t)  Other inputs

Position: The Commission should adopt for BCPM each of the GTE-specific inputs

presented by GTEFL witnesses Vander Weide (Cos! of money) Sovereign (depreciation).

Norris (expenses), and Tucek (all other mode! inputs) In particular, the Coimission

should use a forward-looking cost of capital and economic deprecialion parameters, as

recommended by GTEFL This is the only approach consistan! with today s marketplace

and the mandate to choose a forward-looking ¢ sl model
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Position: The cost of providing basic local telecommunications servics should be
determined for each non-rural incumbent local exchange camer, as the ILECs are the only
carriers with carrier-cf-last-resort duties and with the networks in place o provide service

to all customers in their respective serving territones.

Issue 5(b): For each of the LECs Identified in (a), what cost results from using the
input values identified in Issue 5 in the cost proxy model identified in Issue 27

Position: The cost of basic local telecommunications service produced by BCPM with
GTEFL's inputs is $33.08 per line, per month. A directory listing (included In the statutory
definition of basic service) would increase this figure by an estimated $0.40 per line, per

month

Issue 6(a): For purposes of determining the cost of basic local telecommunications
service appropriate for establishing a permanent universa! service mechanism,
should the cost of basic local telecommunications service for each of the LECs that
serve fewer than 100,000 access lines be computed using the cost proxy model
identified in Issue 2 with the input values identified in Issue 47

Position: GTEFL takes no position on this issue at this time, bul reserves the right to do

s0 later

issue 6(b): if yes, for each of the LECs that serve fewe than 100,000 access lines,
what cost results from using the input values identi”ied In Issue 4 In the cost proxy
model Identified in Issue 27

Peosition: GTEFL takes no position on this issue at th's time, but reserves the nght to do

50 later




Issue 6{c): if not, for eac!: of the Florida LECs that serve fewer than 100,000 access
lines, what approach should be employed to determine the cost of basic local
telecommunications service and what is the resulting cost?

Position: GTEFL takes no position on this issue al this time, but reserves the ngi d lo do

so later

H. Stipulated Issues

GTEFL is unaware of any stipulations.

. Pending Matters

GTEFL has no pending motions at this ime

J. Procedural Matters
To the best of its knowledge, GTEFL can comply with all requirements set forth in

the procedural order in this case




Respectfully submitted on September 10, 1968
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mberly Caswel
P O Box 110, FLTCOQO7
Tampa, Florida 33601
Telephone 813-483-2617

Attorney for GTE Florida Incorporated



CERTIFICATE OF SERVICE
| HEREBY CERTIFY tha! copies of GTE Florida Incorporated's Prahearing

Statement in Docket No, 880696-TP were sentviaU.S mail on September 10, 1998 to the

parties on the attached list.
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Wiliam P f.:u:, Staff Counsel

Flonda Public Service Commission

2540 Shumard Oak Boulevard
Tallahassee FL 32389-0850

David B. Erwin
Atlumey-At-Law

127 Rivarsink Road
Crawfordville, FLL 32327

Jetf Wahilen

Ausley & McMullen
227 5 Calhoun Street
Tallahassee, FL 32301

Peter Dunbar/Barbara Auger
Pennington Law Firm

P O Box 10095
Tallahassee, FL 32302

Brnjamin Fincher

Spnnt

3100 Cumberiand Circle
Allanta GA 30338

Carolyn Marek

Time Wamer Comm
P O Box 210706
Mashvile TN 37221

Lynne G Brewar
Northeast Flonda Tel, Co
P O Box 485

Macclenny FL 32083-0485

Office of Public Counsal

c/o The Florida Legislature
111 W. Madison Streel
Room 812

Tallahassee, FL 32398-1400

Charles Rehwinke!
Sprint-Florida Inc.
1313 Blair Stone Road
MC FLTHOOD107
Tallahassee, FL 32301

Tracy Hatch/Marsha Rule
ATAT

101 N. Monroe Street, #700
Tallahassee, FL 32301

Thomas Bond

MCI Telecomm. Corp

780 Johnson Ferry Rd , #700
Atlanta, GA 30342

Floyd R Sell

Norman H. Horton, Jr

Messer Law Firm

215 8. Monroe Street, Suite 701
Tallahassee, FL 32301-1876&

James C. Falvey

a.spire™ Communications, Inc
133 National Business Parkwey
Suite 200

Annapoiis Junction, MD 20701

Harriet Eudy
ALLTEL Florida, Inc
P. O. Box 550

Live Oak, FL 32060

Michael A. Gross

Assistant Attorney General
Office of the Atty General
PL-01 The Capitol
Tallahassee, F. 32388-1050

Nancy White

BellSouth Telecomm Inc
150 S. Monroe Streel

Suite 400

Tallahassee, FL 32301-1558

Richard Malson
Hopping Law Firm

P O Box 8526
Tallahassea, FL 32314

Donna Canzano
Wiggins & Villaco. .a

P O Drawer 16857
Tallahassee, FL 32302

Brian Sulmonetti
WorldCom, Inc

1516 S. Federul Highway
Suite 400

Boca Raton, FL 33432

Laura L Galiagher
Florida Cable Tela Assn

310 N. Monroe Street
Tallahasses, FL 32301

Lynn B. Hall

Vista-United Telacomm

P O Box 10180

Lake Buena Vista, FL 32830




Robert M Post Jr
F O Box 277
Indrantown FL 34958

Kelly Goodmight

Fronuer Communications
180 S Chnton Avenue
Rochester NY 14848

Paul Kouroupas/Michael McRae
Teleport Comm Group Inc.

2 Lofayetie Centre, Suite 400
1133 215t Street, N.W.
Washington DC 200238

Ben wchshom

Fionda Legal Servicas
2121 Deila Boulavard
Tallahassee FL 32303

Tom McCabe
P. O Box 189
Quincy, FL 32353-0189

Steve Brown
intermedia Comm. Inc.
3625 Queen Palm Drive
Tampa, FL 33618-1308

Suzanne Summaerhin
1311-B Paul Russell Road
Suite 201

Tallahassee, FL 32301

Mark Ellmer

P O. Box 220

502 Fifth Street

Port St Joe, FL 324586

Kenneth A Hoffmar.
John R, Eliis

Rutledge Law Firm

P O. Box 551
Tallahasseea FL 32301

Joseph A McGiothlin
Vicki Gordon Kaufman
McWhintar Law Firm
117 S. Gadsden Street
Tallahassee, FL 32301
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