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FLORIDA LEOA1. SI!R VICES rqnsc:ntJ low· income Floridians. In this comment. "'e will 

address cost allocation~mrdc: in tbc cost data and supportina ll\lclies submitted In thll proceedina 

by Florida localexchanaccar .cn(LECs) BcllSoulh Tclecommunlcations. OTE Florida. and Sprint· 

Florida. which together acrvc over 98 percent of Florida local service: customers. In our review of 

the cost information, we will disc:IW the r'eOSOnablencss or the LECs' cost allocntions, Including 

gcncn.l policyiSSUCJ,suchAS universal service: and promoting competition. relating to t!•~ ntlt'Oition: 

and comperable basic residential service: nucs of olhc:r sutcs. We then will disciW the issues of 

value of service: and or afTordabiliry. We will conclude by dilcussing the effect thnt the limited 

nature of this ptoccedlng ahould hAve on the Commi~on·s report, and by suaac:stina an outl i~><: and 

J key conclusions for Commission's Sludy rcpon on basic rcsidcnlial rates. 
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CAr 1 COST OF BA$1C Rf.Cl!D&NJ!AL SERYJCE 

~ )puJ..-- At the ouiJCt. FLORIDA LEGAL SERVICES objcetJ SU'elluousty to the use of hypothetical 
CTR __ 

EAG cost models, such a.s the LECs propox. to c:slimate costs of basic residential t.c:rvtce, rather thAn 
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bypollletical coslll. We do not question lhc: opproprialcne.ss of using thcx co31 models for other 

purposes, such Ill detennining lhc chArges tll.llt one provider should pay anolhcr for UJe of network 

components. l1lcsc arc tona·range conliXIS lhat involve lndderminale sources of revenues md of 

opponunity costs. Ho~. wbcn rates for specific consumc:r services arc being dclc:rmined oy 

regulation due 10 lhc ptQCOCC of monopolies, as occ:un for basic residential phone service in FloridA. 

cost calculations lhal will be wed in Jetting lhcsc nucs should be baed upon actual costs ralhcr lha.n 

b) potbctieal costs. 

Further, FLORIDA LEOAL SERVICES believes lhatlhc proecss lhatlhc Commission and 

interveners have had to review lhc submiucd dalA and studies, ahhough iro terns of time limitations 

as mud! as lhc LcaJJII!Ure pc:tmittcd, is wbolly insufficient to arrive 11 any defimte conclusions as 

10 CO$U, even if lhc appropr' .. ~e dalA w.:re supplied. There has been only the beginnings of 

diJCOvc:ry, whh disputes over hunclrc<b of initio! intcrro(llltorics not even reoolvcd, w1d not cnouah 

time to conduct even lhc Umited a.nnount of inquiry that has tAken place. There lulve been none of 

lhc fcatw-es of coolCSicd dockets lhal assure somt level of reliability and confidcn« in lhc results, 

such as open Issue idcntific:ation; independent Commission staJT aggressively probing company 

clllims; full diJCOvcry; findings of fact based upon sworn t.cstimooy and cross eJCa.nnilllltion: and 

specific rate proposals of lhc LECs for lhc Commission and public to react to. We will address lhc 

effect that lhc limited rw:ure of !his proceeding should have on lhc Commission· s report later in this 

comment. 

One feature oflhc cost data and supporting studies submitted by lhc three principal Florida 

LECsstands out for spoclal criticism. l1lc LEC submissions appear to incoiJlOrale a poliC) ad''OCACY 

position of the LECs that lhc costs ofloc:al exchange network$ should be alloc:atcd almost entirely 
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10 basic ~>CTYice. Venical $ervicea appear to b<; <:buacd only for pArt of the cost of the awitcha that 

they usc. ' The result is that oyer 99 om;gJt of the costs divided between buic and vertical 

residcntlol services an: allocated to basic ~~ce. 

Local cx~lwlgc networks an: built and dcsisncd to fadliwc all telecommunications services. 

not jwt basic service. The flinctlonina of all of networks resources is necessary for the operation 

of each service. Nctwodc costs then: fore fall within the "joint and common• catcaory of costs th..t 

the Commission has bcenrcquesled to review by Public Low98-277. The JT..tnncr in which networ1c 

cost is allocated thcn:f~m is one of policy, rolhct lhon of physical sepentencss. One service of the 

network thus docs not subsidize another. 

Florida, like other staleS, CU~m~tly prices local phone terViccs based upon value of service. 

Basic residentialscrvicc is priced 11 the historically-dctetmined residual needed for a reasonAble nile 

of return for the phone ~mpanica, after pricing, occordln11 10 consumer value. access to lona 

distance, through IICCCSS charges; residential vertical scrvic:c:s: and business services. Florid:l' s basic 

residential service rates. and basic business rates, an: comparable to those of other sillies of similar 

size: and to other southc:astem sUites after allowina for probclble hi &her cosu of service due :" more 

1 • L.ona dlrtancc services abo appear to be altoc.uxl merely the eos1 of the swilc:hina and 

intcrccnncction equipmmL Some of the maJor eos~allocahon iuues that we could not follow ~com the 

discovery we obtained from tbe LEC1uc, bow the caot models used by the LECs diiTcrcntlate belwccn the 

<:Osts (or business and for residential bule service: and whcthe,r the per-line com lit tcd by lho LECs arc for 
primll)' lines ooly, or (cw all llnot. 1betc diJtinc1ions obvlouJI)' have 1 lara• mnu.nce on tho cost 

calcul&tions. In ldditloo. we have no way of verifylna most of the ullimate cost data that wu used in the 

C0S1 models. FLORIDA LEOAl SERVICES hopet L> obuin some insiahl into these cost allocation issues 
11 the lodlnical wotbbop ....t.c,do•led illlhis pocecdin&. or, I( IIC>CUIII)'. 11 Jq>ll'lkly tdlcduled depos:itioM 

of LEC rcprcsencativcs. 
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rurul population.t, and to smaller Ovcrtlll population.t servecJ.I (Tables I n.nd 2.) In SC'Iting basic 

service rates In thlsrruumer, Florida rccogniz.cs universal service as a public poll<:), n.nd affordable 

basic resldcnlial rates u the means to obcain iL 

The allocation oflocal cxchaJlae costs proposed by the LEes is n.n unn:100nable allocation 

bccawe it is contrary to, and, If converted into rateincreasca, would substantially impede theciiiTmt 

public policy of this state of universal service, lhrouih crutina bardshlps upon telephone customers 

and causin& ~ from universal service; becau5e it does noc enjoy public support 8DCI is 

inequitable to bo.sic service customers; because it supports Wlfllir monopolistic practices, rather than 

legitimat.o public issuos. such as the development of competition in compa.riso•t with other slates; 

and because itl.snoc followed. to ourknowlcdllc. in anyotherswesand is not nccdod toaddrcssn.ny 

currert unfairness towards LEes •n local service pricin11. 

Q!scuu!op 

The LECs' proposed scgJCilOtion of basic service alone to bear the brunt of net"'orit costs is 

unwise from a public policy perspective, because ruc:h pncins would rault in the impairment or loss 

of public benefits derived from universal service. The public policy of uni versAl service. 8Jid the 

public's support for it. is girded upon several benefits provided to the public atlarse. First. universal 

scrvi<:e provides value to the local networic for the public at lqe, includina businesses (lOd those 

1 - II Is diiYlcult 10 eocnp&I'O bulc residential otrvlce ratu In other states beaUS<: of diffct'CtlUS in 

s)'$1cm cosu and rate SIJuetures. HIJhcr buic residential service rates m other southcutcm statu arc 
IOCCOCilpeniod by higher bull: business rates u ~a. and arc pllusibly explained by hi &her costs due •• more 

rural populaliom, and to amallu ovmll populations served. States of comparable tiu to Florida geacrally 

have similar buk rates to the I1IICS thai are dwpd in Florida. ahhouiJI ~an: d 1 rrcrcnccs '" lhe 11NC1we 

of c~w¥cs and In the prtvalencc of unlimited •'CmiS ltiCI.SIU'ed K1Vkc. 
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making incomina callJ 10 ~bers. Second, local nct"'Oit ec:cess is IOday an indispensable link 

10 lhe world formillionsofsubsc.ribcn, particularly for !hose on limiled ina)mcs. We have built our 

modem society blued upon Kcess to lhe phone sySicm, eliminating in the process much of our 

former, neighborbo• ·based, ways of life. Taking away accc:ss to phone scrviu lhrough 

llllll«CS.S8tY raiC increases, at lhb point, would be grossly unfair and inhumane to lhosc directly 

a!fcctcd, and would substantially burden lhc remainder of society lhrough increased demands placed 

on assistance and relief rcaourcn. And lhird, access to lhe local network al.so provides "enlr)'" to 

non·b&uk local services, such u lona dislanc;e and verlical services, lhal also usc the nctworlc. and 

lhc:rcforc it is reasonable and just for non-basic: services to bear Jlll' of lhc c:oSl of the networlc. 

Unncc:e:ssay ra1e inc:rcascl for basic local sc:rvi« would cause budship on residential c:uSlOmcrs, 

and I'CU'CIII &om univcraalacrvicc. Subsidized lifeline rotCJ would cover only abou IS percent of 

oJTe<:ted low lncomo households In Florida, ruld only nbout 2 percent of all oJTccted Florida 

households. 

It also would be inequitable 10 allow such a cost allocation. The LECs' COSI allocation 

proposal is inequitable &om a functional pa spa:1ive. All phone services, 1:0C jUSI bo.sic: sen tee. usc 

lhc local nct\\'Ork, and require lhc functioning oflhc local network to be operable and of economic 

value. The loc:alnetwork is built and physically designed to fully f~~eilitate all oflhcsc services. It 

"'Ould be inequitable for local exchange compo.nics to build local networks desiglled to facilitate all 

of lhcse services, and lhcn to arbiuarily assign almost all of lhc networks' costs to basic service 

alone, and to c:Jwae cusiOm:n aa:ordin&Jy. 

The allocation oflocal exc:han&e c:osu proposed by lhc LECs also is UIIIU50nable because it 

supports unfair monopoliJtic prKticcs, and docs not fluthcr lcllllimate public issues. such u the 
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development of competition in ~x:a.l exchange smrice in comparison with other states. Pricing tmic 

residential rates based upon the LECt' proposed cost allocatlont would be Wl unfair monopolistic 

prK!ic:e. Basic mitlential cus10mc::rs alone still ere monopoly customc:n of local telephone 

customc::rs, and !bem"<m: need continued rquJatruy protection as is contained in Florida's current 

price caps on basic residential rates, and on the amounts by which the rates may be increased. Ute 

of the LECs' current proposed allocation oflocal exchange network costs to basic residential service 

would single out basic residential cUSIOII\Cr, wbo an: monopoly cus&om.:rs. 10 d.nunatic price 

inaeascs. in order 10 subsidi.= dther the LECs tbcmsclvea. or other competitive services that the 

phone companies offer. The bash: ~ customcn v.-ould be !&ken odvant.a,ae of based upon their 

monopoly cUSIOIDcr ~ Until the LECs networks an: uuly open 10 alternative catriers, such 

proposed pricing would be an unfair monopolistic pnoctice. 

The LECs' propo!ICd cost oll004tlon to basic residential service tAMOI be j11~1i!i~ based •apon 

nny comp11111tive competitive disadvantage: caused by Florida's c111n:nt rates for basic residential 

service. These rates do DOt impede the development of ClOIIlpctition 111 I 'leal exchange: SC1' it-c. in 

comparison v.ith other swes. bccaux other mtes price basic residential service: in a IIWUlcr similar 

to the way Florida does. In the Southeast. mony of our neighboring states have: higher residem;~l 

basic service rates, but they also have higher business basac rates. and it may be infc:rn:d that the 

difference is based upon increased cost In these states, the percentage: or rural residents is over 

twice thnt of Florida's, and they have less than half ns many residenlJ u does l'loridlt. (Table: 1.) 

The: buic busiflC'1s rates in lhcte states an: hlgbcr than those In Florida by an amount approximately 

proponionatc 10 their inoc:rcacd residential rates, aod in o•-a half of them c:xc:c:cd $40 00 per month 

(Table 1.) In states with laric. urban populations comparable to that of Florida. basic residenual 
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nllcsa:e quite similar to those in our stat~. especially when difTctCOCCS in cost oflivina (suc:h as New 

York City being more than twice as costly as Florida cltles) an: lalcc:n into a.ccount. (Table 2.) 

Competition, for competition sak~'s alone, is a hollow, cmply mantra that dcscn-es no 

crcdcnce from Floridians. Wbclhc:r we have competition In local cxchang~ networks in Florida 

should depend c:ntlrely upon w~ther t~ public ove:rall will benefit. Florida should not give up its 

natural COSIIIdvantaaes for telecommunications services through higher phone rates, just so thai non­

incumbent LEC. can duplicate services already povided, but at higher rates. 

Furtbcnnore, cwrc:nt priclna of local exchanae ~ices in Florida appears to be fair to local 

exchange carriera. The costs of provldlna local ~~chanac service do not appear o have ir.crcased, 

and may have dccrca.tcd. over the pu1 xvcraJ yean. Florida LEe. ha\'C maintained or inaeascd 

their substantlal profitability over lllls time. 

Each of Floridn's th.rcc lqc LECs reponed in their 1997 annual reports thai th~ir non­

d~reciatlon expenses have remained ne11rly staliorwy over the past three years: tllld :ht they 

Jubstm•i-llly ina-ca.Jcd their dqnciatlon-related expenses in the fourth quarter of 199S after optina 

outofraterqulalionearlierthat year. The LEu reponed that they made the e«ounlingchanac not 

bccouse of illCI'C4SC<I costs, but rath~r to take ndvantagc of no lonaer having to follow regulatory 

guidelines, and thus being able to increase their dqlrecialion alloW~DCC~. and COII!t'qucntly capital 

expcndi~. in order to better position themsches compctitl\-ely ll1 subsequent yean. The result 

was that the Florida LECs reduced the estimated useful life of much of their mf1'11SWCturc (cable, 

circuits, switches, etc.) by a third or more: took mnsJive cxtruonllrwy chqcs In 1995; and generally 

illC1C4Sed their deproelatlon alloWIIIICCS In Jubsequcnt yean. In apite of thc:sc lqc accounting 

lldjustmc:nr.s, Florida's th.rcc lqc lECJ continued to be htahJy profitable, rc-porutl& prc-W< profits 
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in 1997 of at lca.u 32 percent.' Florida LECs may petition the Commission for 11 mtc increase iflhc:y 

believe that "circumstanceJ have cbanac:d subslantially (since Florida's dc:rc:gulation of local 

c:xdwl&c servia: in 1995 I to justifY any increase In the: ruleS for basic local tclccommuniattons 

services," F.S. §364.051(5), but no JUCh petition has been filed. 

YALUE OF SERVICE 

1bc technical worUhop in t.hls proceeding is dcvotin11 extensive amounts of time to the bsuc:s 

of value of sc:rvicc, atrordability, and ac:ncnU policy considerations. "Value of Kt'Vicc:" Is a well· 

cslllblishcd tetm of art that rcfen to the troditionaJ means of c:sublishing rules for 

lc:lcc:ommunlc.tions services based upon allocati!'41joint ne1work costs acc:ording to cUSiomcr VAlue 

obllined from services. ThlJ is tiS lnlalded meaning in Public Law 98-277. 1bc phrase "value of 

service" waseddcd at the: end of the last lcaislativc 5e$$iOn specifically to give comfon to opponents 

'· Consolidated Swcmcnts of Income and Noca.. in 1991 IC>-K reports (1997 Annual Rc:p,-~•1 _,r 
BeiiSouth Telecommunications (NOCe M), OTE F1oriQ (Nocc 2), and Sprint·Fiorid.t (Note I), as filtd .wtllt 

tbc Scturitics and Exchanac Conun iuion. 
EkiiSoullt Telcc4mmunications (BST) rcduetd its caimllod oconomic IWCt li>·c:s of its dialtal 

switch Ina from 17 to I 0 years, and Its olltcr cln:ults from I 0.5 yean to 9 .1 years: of its buried and aerl1l 

metallic cable from 2010 14 years: and its undcraroun<J mc:UIIIc Clbtc from 2S to t2 yc1r1. "'a rc1uh o( 

tbc aocountina awitcb. BST posiCd ao c:xu-dltwy chargo In 1995 or S2. 711 million aflor taus. llST's 

dcpr<:Cillion and am0<1izatlon rose from $J,065 million in 1995 10 SJJ)2 million in 1997, ,.iltle iu other 

rtSUIItl)' O«UmliJ opctatinJ CXpc:tua 10M by I WO pc:rccnl. BSrs pre-tax profits tn 1997 WCtc 33 1% . 

OTE Florida I'Ciduced ita avcnac deprcci• bk lives or copper from 2C>-JO )can 10 Is yean: of 

switching from 17-19 years to 10 years: of circuit from 11-ll years 10 I years: and fiber from H·lO years 

to 20 )'Cirt. As a rotult of lito accountina switch, OT£ FlO< ida posted an extraordinary char&c In 199S of 

SJ74 million after taxes. OTE Florlcbt'a deptoclat1011 and amonlutlon rose from S'21S million in 199S to 

SJ51 million in 1997, willie lu ocbctopuatuiJ cosu IDd npc:nsc:s roac by one pc:rcc:nt. GTE Florlcbt't pre­

tax profits in 1997 were 32.5%. 
Sprint·Fiorida discontinued us ina roaulatory dcpreci1toon standaldJ. but did not ditc:lose in Its snnua I 

report lito oompany'a roclucclontln &SIC'Iu.Jefltl llvc•. /u a resull of the accounting 1-..ttch, Sprint· florid.t 

posted an cxu-dltwy cllalac In 199S ofS 139 million aflor taxes and ocher adju11mcnts. Sprint-Fiorid.t'a 

depreciation rose from S221 million in 1995 to $247 million in 1997. whjle Its other rcaulatly oecunina 

opc:nWIJ expenses rose by fow pereeot. Sprint· Florida's pre-tax profits in 1997 wcrc J 1.1% 
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of 1hc prcvious versions of 1hc bill. ineludina FLORJDA LEGAl SERVICES. th.a! !he 

Commission's rcvic:w of bclsic residential rates would 1101 jettison cntin:ly established criteria for 

cstablishin& r.ICS. Uae of the tnditional method of ddmnining "value of service:" to show how 

cum:111 rascsba~ bcc:n set implc:mcnu !he inta11ofPublic Law98-2n. Florida'si99S rcvision of 

iu tdccommunic:atlons regulation does not rcquin: or contemplate a nev. interpretation of this 

phrase. 

Uodet a "value of service• review. basic residential service is priced at !he historic:ally­

dctermincd residual occdcd for a n:aJOilllblc rate of return for lhc pbooe companies. aftCT pricina. 

accordina to consumer value, DCCcU to long disl&nc:C, through DCCcU c:hataes: n:sldcntial vertk41 

services; and buJlncu scrvices. Businesses an: I'CCOjplizcd as rceciving moneta -y bcncfiu for lhcir 

listinas in !he form ofi~ busineu, and the value of this benefit Is atlcut p411ially Included 

in the value of basic businesa service. BI1Sic n:~idential service is priced ot o n:siduol in order to 

further univcnal service. The pricing of basic residential service in this woy recognizes that only 

p411 of the value of a residential line is enjoyed by the subscriber, ""th the n:mnindcr ..c..:ruing to 

other membcn of the community; and also recognizes the lOCi a I and public purposes funhcrcd by 

n rotc for basic n:sidcntial service tluu is universally aiTordablc. 

Usc of"valuc of service" criteria should lead to telecommunications rates at about the CWTetlt 

rates for these scrvices. For the Commission to impan new meaning to this term of art in iu report 

would, in our view, constitute a uncalled for policy-based departure from the criteria for the rotc 

study specified by Public Law 98-277. Nor, acccp~lng the cWTCOt meaning or "value of service,· 

docs tbc information n:Jascd tD lbe value ofbuic rt:$ickntial sc:rvicc that the Commwion has been 

pthering In the put ICVCral months. such u cusiOCmf opinions and a fonnal survey . justify 
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AS.Signin& i\CW CUS!oma' values to teleeommunieations smrlee. So fill, the infonnation Dppeli!S to 

be sbowina thai bul.c residential .ervlcc CUSIOmCn do not believe lhatlhcy are receiving adequate 

value of scr e 11 cwrcnt I'I1CS. 

AFFORDABII.IIY 

• Affordablllty" iJ a more difficult term to deflllC and incorporate into the analysis of phone 

l'lltes. FLORIDA LEGAL SERVICES is of the vicw,lhat we hope the Commission will adopt, that 

the "affordabiUty" (ector provides a balancing fac:10r aplnst rais\Qa basic n tes for olhcr IUIOns, 

under which the Issue of loss of subscribers, or olhct custOmer bardahip, c:au'Ml by rate inc:mues 

would be wei &bed against public benelits, if any. obtained tluouaJ!raislngbuic riles. Consideration 

of affordability impocu would ~•so involve consideration of alletnl1ive to IICtOSS-the-boan! rate 

inertASeS u ways of mitigating these !mpac!J. 

It should be mode dear that any inc:reoae in phone rates will cause some loss of subscribers and 

eu.nornc:r hardship; that incTcase$ of 50% to I OO"A or more in basic: ralc:s will cause devasumng 

cffCCIS upon the public, to the extent that univenAJ service will be lost; !.hat bAsic residential service 

provides a critical cormcc:tion to the world for millions of Floridians. particulo.rly to those on lixcd 

incomes who cannot afford or olhcrwisc use lntemcl 1ICCeSS and other mC41\S of homc·based 

communil:8tion; and lha! the Ufclinc/Link·Up program, that Jubsidizes monthly residential phone: 

bills. is c:um:ntiy utilized by only 2 percent of 1111 residential customers in florida, and only 15 

percent of low income c:ustomcrs. Decisions relating to the dcgR>e of 1Ceeplable aiTordability impact 

of hiaJ!er rates, and wbethc:r altcmatlvc should be considered, are policy issues that should be 

described 10, and decided by the LeaislatW'C. 
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Dyeunlog 

By "afforclabillty." FLORIDA LEGAL SERVICES believes that the Legislature intend! that 

the Commissloo look at how chan&cs In basic service rates, pertiallarly inaa..scs, may affect the 

aiJordability of the service for cUSIOmCt1. We believe that there arc thm: major issues for the 

Commission to consider in addressing this factor. First, to what extent would basic rate incrcares 

lead ID customen dJJcontinuing basic residential service, and what would the consequences be of 

this? Second. how mlsht rUes in the basic nile affec:t CUSIOil1erS who arc able to rc111in their service, 

but with difficulty, and what would be their perception of the changes? And third, how would 

customers who arc relatively unaffected by basic rate increASCs perceive basic rotc inc:TCilSCS, Wid 

would they 100 consider the new rau:ato be "unalforclable?" Judged by these a .teria. we belic1·e !hot 

inc:teascs in t.slc rates at this time would result in the hiahcr rates being "unafTordable" to m&ny 

current telecommunications customers. 

Tbc: ciU'I'CIIt rate:s for basic residential telecommunications service in Florida. currently about 

S I 0 to S 12 per month, arc affordable even to mAIIY low income hotaholds, as evidence.! by their 

subscription to basic residential service, and their comfon with the rate charied. Every doll11t rise 

in the monthly basic residential rate me41U $12 less in phone custom1:11' annual budgcts, and will 

force some custom1:11to leave. Few low-income households have saving• they can drow upon. or 

unncccssary expenses that !bey can cut. Some do not haveS 12 extra per year; more still do not have 

$24 eX1111 per year, and so on. Thole who will pay the Increases IM)' buy less medicine: for 

themselves, or less o~e juloe for their children. Raisin II basic rate~ to $20 or more pcr month, 

which would cause households to have to ~y more than SIOO per year exva for telephone service. 

would caUJC bulc ac:rvioe rates to become unafTordablc to many households, and should be c:xpccled 
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to cause a widespread exodus of low Income households from telephone xrvice. 

RlJCS in bulc localtelccommWlicaJloM rates would have dcvaswing efTcctJ upon the public. 

The rcasoM for lhiJ derive from lhc natw-c of telephone xrvicc ltJelf. Telephone service is 

absolutely vital to households in loday's society. The incrcaJc: in mobiliry of American society O\'CI' 

the p8Sl several decades, that has contributed d1'11motically to our current prospcrlty.ls based upon 

the capeclry of telepbooe service to COIII.lnuc: rclatloruhips with geognpbically scp&rated family 

members lnd 6iends. Modem U1111Sp0rUlion would be far lcs.s developed and attrDc:tive to ilJ uscn 

without telephones. Suburb llvina, modcm school districts, medical xrvlces. conununicatiOM with 

employcn lnd buslnc:acs, tourism,lnd C:OWltlcss consumet xrvicea would be ~~evercly lwnpcrcd 

without telcpbones. 1bc: transformation of our COWltty from a collcctiot of loc:aUy·be.scd 

ncigbborboods to a naliooal matrix of pc:ople bas resulted in a clc:pcndcncc on the telephone for many 

ASJ>CCla of daily life. 

Yet despite the great lmportanc:e of being connected to lhc telccommWllcations network. 

tclepbooe xrvice is among the ~ likdy candidates for eliminati:>n from houschotd .-udgclJ 

should basic rates rix, for two rc&SOM. Fint. the value: of k'lephonc service is shatcd between the 

t.clcphonc customer and those who commWllcatc with the customer through the telephone, so that 

the total value oftclcpbonc service iJ ifCA~Cr lhantha1 derived from the cUJiomcr alone. 1llc losseJ 

associated with t.crminatioa of phone xrvicc borne by relatives wbo an:: no lon11cr able to contact 

the customer; by businesses that lose prolilJ because they llrC not called; and by commumLies that 

suffer from w1cmployrncnt, laclc of school ottend4nc:c, and health problerM caused by the lack of 

phone xrvicc, arc not fully c:onsidetcd by the eustomc:r --~ xrvice is terminated These benclitJ 

oftelephonc service enjoyed by noncustomcrs in prirrwy reason for our c:ontinucd adbacncc to 
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univenal servite as a sw.c and national policy. 

Even IDI. : importantly ,telephone service is used intermittently. II is the most vnluable of all 

c:on.sumcr goocb or services when it is needed most. but at olbc:r times may not be used at all. 

Houscbolds that are oo vecy tight budgets mUSI pay for housilli- power, water, noutU!unenl and 

medicine. or perish. Phone service, c:ompan:d with these cxpcndit~s. is not u immediate, mel is 

m<. -e easy to tc:rmlnate, lban these olherc:xpeuditiRS, and JO is more likely to be discontinued if its 

rates rise. YC'I the consequences down the mud to a household without telephone service an: 

disastrous. Low· income households without telephone service have difficulties staying employed, 

keeping children in school, and staying c:onnected with soun:cs of support I.Uit c:an IWist them In 

escaping poverty. They become trapped in wuafeand urlhealthy neighbortloodJ. The ill hurt more, 

isolated by themselves. The e.ldc:rly simply die. 

The Slllte·fedcral program designed to provide subsidies to low·inc:ome telephone customen, 

Lifclinc!Link·Up, will not be able to help most ofthe low income customen who would '>e alfecled 

by increases in basic localraiCS. Currently, nearly 90% of l.be one million or more low·income 

telephone customen in Florida are not on the Lifelinellink·Up pro(l1lUil. Half of the low·inc:omc 

non·particip~~~~ts do not qualify for Lifcllne/Link·Up IWistru:ce because they do not meet l.he Florida 

program requirement of receiving one of a nwnbcr of public benefits. The remainder llrt' required 

to initiate their application to the program, and there are many muons common to nonparticipation 

in any public benefit pro(l1lUil, including lack of knowledge, inability to apply, oversight. personAl 

circUI'IlSWlCCS. and JO on, why l.bc remainder of non-participants fail to apply to the Lifeline/Link-Up 

prognm. As the lifclincll..ink·Up proaram is c:wmnly structured in Florida.. it will be provide 

insufficiently available relief to low·lncorne customers affected by inc:rcascs an basic rcsidcntlll 
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IICI'Vicc rates. 

Even many boulebolds with income sevens! times the poverty level, thouah. an: on very tight 

month!~· udgcu. Expenditure~ for family mctnben, pets, transportation and out.standing debts hr.vc 

accumulated for many bouJebold;; 10 barcly rnanaaeablc levels. or beyond. The raising of basic 

telephone rates. to these bowcbolds. means c:alling mom lea oRen; forcgoina o favorite rccre~otlonal 

activity; or puUina off needed car lqlllin. Rises in basic rates must be pcn:eived to be necessary in 

order forthete bouxbolds toacccpl them without nncof, for the dc:privationc:auscd by the incml5c:s 

is sharply felL Rises in basic phone ratcs would not be pen:dvcd to be affordable by households on 

tight budgcu, even If the basic service was maintained, and payment of•a.e hikes pcn:cived to be 

unjustified would be ID8de UDder clccp protest. 

Customcra wbo could pay the incrc:ascd bu.tic ruidcutial :sc:r\'iCC rates without significant 

dlfficulty would still be keenly awo.re of the luudships CAused to others by the inci'CIIXS. due to the 

nature of telephone service, and consequently many of them would consider the new rates to be 

"unaffordablc.· Friends or family members that the better-off c:ustomm know, or want to my in 

touch with, would have difficultly paying the incrcascs, and might have to dascontinuc service, 

causing at lcut Inconvenience:, and reduction in the value of service, to 1111 customers. Employers 

would have greater diffi culry contacting employees, and businesses and professionals would receive 

Jcg business by telephone and be less able to contac1 their clients. 1llcse consequences of higher 

bnsic savicc rates woul.d lead many c:ustomctS who arc able to IM'Y the incrt"a.scs to nevertheless view 

the higher ralel u unaJJordablc. 
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EFFEC'f OF Ur.tJTED NATURE OF PROCEEDINGS ON REPORT 

The truncated natun: of Ibis procecdina. and lheexpn:ssed desires of the spoNOring leaJslators, 

dictate caution in lhc use oflhc cost d4t.a o.nd studies, o.nd related fil inll$. to fonn conclusions a.• to 

a fair o.nd reasonable rale f« basic residentiAl semce. Reasonably, these conclusions should be in 

lhc naiUre of obsavatioos wilh respect to ilsues rWcd by lhc proceedings, rather than in lhc nature 

ofultimalc determinations as to lhc appropriate detmnination of eosu, 01" allocation of costs between 

basic local residential and other tdccommunicatioos KtVices, or resolution of other issues that mU$t 

be considered, such as value of KtVice, afford4bllhy, or comparisons wilh rates in olher states. 

There simply lwn't been mouab of a proc:css to make detcnninations as to lhc appropriate 

allocation of costS fOI" various tdecommulieations sc:rviees, 01" to make simllatly aulhoriWJve 

delerminations wilh respect 10 tL.: other factors prescribed for Cornmiulon rev ew by Public Law 

98·277. DiJcovery lw only bea• ., with disput.es over hundreds of initial intenogatories not even 

resolved, and tbere lw not been enouab time to «induct even the limlled amount of Inquiry thllt tw 

taken place. 1bc:re have been none of the features of contested dockets thllt assure some level of 

reliability and confidence In lhc results. such as open issue identification; independent (AmmJssjoo 

stD.If aggressively probing company claims; full discovery; findinas of fact based upon sworn 

testimony and cross examination; and s~lfic rate proposals of the LECs for the Commission nnd 

public to react to. 

Usc of the LECa cost dAta and studies dc:scrvc ·~ial caution. In light ~o~f the newness and 

public poli.cy eooccm.s UIOCialed .,..jib !be LECs' proposal to alloeaiC !be bnult of local exchange 

cosu to basic residential acrvlce, and the limited nature oflhe review of the LECs' cost allocation 

d4t.a lllld studies by lhc Commission o.nd the public, hIs prudent for lhc Commission to use the LECs 
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true alter the t.echnical worbbop: 

(I) The toSt of providing basic local telecommunications service in Florida consists almost 

entirely of costs that sboul-1 be consi~ "joint and common cosll," as that term is used in Public 

law 9B·277. Basic local tervicc Ia just one of the many telec:ommunic:ations scrvi<let that usc: local 

exchange octworb. One ICTVice of the nctwoTt thus does not subsidize anotbu. Due to the ledc 

of competition in residential local exchange ICI'Vi« in Florida. these costs can reasonably be 

allocated only by public policy. Currently, tbcsc costs arc alloc:ased lloCCOiding to "value of service" 

through the price caps on basic service. The cosll of telec:ommunications services should be 

detemlincd, u much u possible. by~ costs. rather than by hypothetical cost models. bec:•use 

this c:ost dma will be used in Idling I'I1CS for ldual subsaibef services. 

(2) Consideration of the value of service supports maintaining current mte caps upon basic 

residential service 1111eS. These rates were set based upon value-of-service dctcnninations that 

allocnted "joint and common" network costs according to con..umcr value, and the data upon which 

tbcsc dctcnninations were made: does not appear to have substlnti.ally changed, or actually may 

support lower rates: and the Lqislature has not changed this mc1hod of dc1=n.nina rates: 

(3) Curm~t rate caps upon basic residential service raleS would be ncccsury for continuatioo 

of univenal service at ill cwn:nl breadth. Subsllntial inci'U3CS in basic phone rat.-.J could lead to 

significant erosions oftelepbonc subscribcrship And cncate other. Lifeline/Link·U p cwn:ntl y coven 

only 2 percent of all bale rate customcn. and only IS percent of low-income c:ustomen. The loss 

of subscribeR and hardship on customers caused by any besic rate inc:n:asc: would have to be 

weighed by the Legisla~ against any pwponcd public benefits from ti1CSC higher nates: And 

{4) It is clifficultto compare basic: residcntialscrvicc rates inotbustlleS bec:ausc ofdlffcrrn<:cS 
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in system costs and rate SINCIW'C$. Higher basic ruidcntial service ra~ in ol.bcr southeastc:m states 

11n: ncxompanicd by hi ~~her basic business rates as well, and are plausibly explained by higher costs 

due to more rural populatlo1u, and to smaller ovemll populations served States of comparoblc size 

to FloridA generally have similar basic rates to the rates that 11n: cbasJcd in Florida, although there 

are differences in the struc:IW'C of cbasJes and in the prevalence of unlimited versus meiiSW'cd 

service. 

Respectfully submlned, 

~~ Belij1l()cllSil 
FloridA Bu No. 0381566 
Staff Anomey 
FLORIDA l..EGAL SERVICES 
2121 Delta Boulevard 
Tallahassee, FL 32303 
9041385-7900 
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TA.BLE 1 

Comparison c.. . Local Service Pho11e Rates in Southern States Listed 
in Florida Public Service Commission Flier, by Percent Urban 

Ranac of 
Paccnl of Monthly Basic 
Populadon llvlna Urban Rcsklcnlial 

Populllloo1 jo Urban/Burat ArrAs1 Batg Reponed' 

Florid1 14,653,94S IU% / IS.l% $10.30. $11.11 

Vlr&inla 6,733,996 69.4% / 30.6% $10.42 • Sll.S9 

Louisiana 4)SI ,769 61.1%/3 1.9% $12.64 

Gecqia 7,416,242 63.2% /36.1% $14.15 • SI7.4S 

Tenncuec S,361,191 60.9% I 39.1% Sll.IS 

Alabama 4,319,1S4 ~.4% /39.6% $16.30 

South Carolina 3,760,111 54.6%/45.4% $14.77 

Arbns.u 2,522,819 53.S% / 46.S% $14.91. $20.02 

Kenludty 3,908,124 51.1%/41.2% SI7.S5 

NOI1h Carolina 7,42S,IIJ S0.4% / 49.6% $10.47 • SI2.S4 

Miulsslppi 2,7JO.SOI 47.1% / 52.9% SI7.9S 

1
• ST-97·1 EstU.atu oftlw l'"ffll/«/olo ofStow .Ally/, /991 U.S. Bomou o(lhe C<MUs 

l, Table 16,/990Cmtkl ofl'"ffll/«/olo-' 1/oiUV.,. 

Ranae of 
MQnlhly Ouie 
Urban Business 
Rita Repone¢ 

$21.00. $29.90 

$2; .96. $49.33 

$36.76 

$30.60. $46.00 

S39.70 

$40.71 

SJ 1.67 

$30.66 . $40.73 

S-43.19 

$28.22 • ;•1 0~ 

$4$.14 

l. IP'JI /l41tY- /Jool.f"' Ttlt,W.. SMY,._, P..,_l Comn wolt8doou Commluloft Tht "-'lc 
IWIIclcW&I 1'111 Ia (Of pri...., liM llftllmlled ullin& u lhe mlnlnuom a-.llablc 1111• Ra1e <Iaiii Is r .... n • 
...,....,. or the ulcphonc n11ca In 9S U.S. chles In Oclobor, 1991>. 

'· 19911f(f...,_lloo4for T<ltp/toM s.nnc., Fodcnl Comii'IJIIIaltlons Commission. The buk 

buaiMN r.cc b (Of~ liM utollmhed ullin& 111 11M mlnlmv • a..Jw.lo r111e. 11-. dllla b r.- • 
RnO)' o(dlo ICicphoDe ,.. .. 9S U.S. cllloo 18 Ooollcr, 1996 
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TABLEl 

Comparison of ResJdential Unlimited Local Service Phone Rates in 
Most Populous ~·ates 

R.anac for Monthly RAnac for Typical 
l: rbo.n Residential \>tonthly Pte· Tax 
Unlimited Local II ill for Urban 

PomdatJon1 Servis;e Rate Reponed' Kqi4£Dtla1 S(Mce' 

California 32,.268,301 SII.2S- $ 17.25 SI5.2S- $21.70 

Texas 19,439,337 S UO - SII.OS ~14.98- Sl7.2.3 

NcwYort 18,137,226 SII .71-S12.03 Sl7.20- S2S.S3 

Florida 14,653,94S Sl 0.30 - St 1.81 $16.31 - S17.1S 

Pcnnsylvania 12,019,661 $ 10.11- $ 13.80 S I S.63 • S20.30 

ll llnoia' 11,89S,849 Sl 0.81 - $ 14.28 Sl4.li·S20.77 

1
• ST·97·t Estt.atac(dwl't1pflilllkM II{Sllllu JWy I. IW1,U.S. a.-.oflbe Cauw 

'· /998 Rtfv- Bcol.f"' Tel,.,_ S6¥1«, f'cdcRI Communlcadaru Caauniulon The !Mtlc 
moruhly mldcntlal,... b for prf.,... lint unlimited calliq 111 !be mlrlirDum available ,... R.tu dala 
Is ftcm • _..~ ofdx lltlepbrme ..... In 9S U.S clllct ill Odobtf, 1996. EKII or the r'ffumud 
swa bu 111leul tlvec IUfW)'Cd ddcs. 

'. 1998 Rtf"-. Bcol.p Ttl,.,_ s-,.._, l'edml Cammunlcllllocll Commlulon. lllc b&tk 
monthly ""ldcollrl 11111e Is for prfva~e line unllmh..S ullin& lithe mlnlmwn a val bible rotc The ryplcrl 
bill bfor a prfv~ line with unUm"*! call ina ac the ,at~t<nlly available mc. IOudl.-, lcuc ~ lr•ldc 
wlrlna malo,_ plm. md !be S3-'4 oubocribor line ch.qa. R.tu dol.a Is,.,_ a ~o~~tVcy of the ICiephooc 
racale 9S U.S. clllcs le Odober, 1996. Eadl of the rcf..........S 11a1ea hu 111lcuc tlvec IUIV~td cltld. 

• · 'Tbde,... wen I"C'ppaccd Ia 1996 by ='·:Wrwy iocaJ meessrnt ..nc. ror IDa.& tut.aibcn 
Stawlclo Ia Jllillob, ~ 9) pcRaX of- Una DOW rw«ivc ..me...- on LMS ,... 
/1'91 AIINIJI!Rq>Otf.., TII..,_-.,JoN II{tltl tniltoU C ,_c-u.,__ 
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CERJlliCAIE Of SERVICE 

I HEREBY CERTIFY that lhc original and ooe copy oflhc Corqoina Commalt of Florida 

Legal Services wu fllcJ with BJIIIQI S. Bay6, Dlrcc:tor, Division ofR.ecords and R.cportina. Florida 

Public Service Commission, 2540 Shumard 00 Boulevard, Tallabas1ec. Florida 32399.0850; and 

tluu a uuc and coma copy wu provided by U.S. Mall this _ll day of Scpcember, 1998, to: 

Ocnc AdamJ 
Florida A.s5ociation of Rcaltora 
Post Office Box 18S3 
To.llahauec. FL 32302- IISJ 

Monica Barooe 
Sprint 
3100 Cumberland ~lc, 1102 
Atlanta. GA 30339 

Ctwles Bedc 
Earl Poucher 
Office of Public CoUJUCI 
c/o The Florida Lcaislat~R 
Ill W. Mlldison St.. Room 812 
To.llabas1ec. FL 32399-1400 

Monte Bclou: 
680 I Se:lview Way 
Tampa. FL 33615 

Everett Boyd 
Ervin Law Finn 
P .0. O..wer 1170 
TaJ!abesf«, FL 32302 

LynncO.B~ 
Northeast Florida Tc.lcphoCie Co. 
P.O. Box485 
M&eclcnny, PL 32063-0415 
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John L. Brewerton, Ill, P.A. 
250 N. Oranac Avenue, Suite 1700 
Orlando, FL 32801 

Steven Brown 
Jntcnncdia CommunicatioJU, I...:. 
362S Queen Palm Dri vc 
Tampa. FL 33619-1309 

Frankie Callen 
Vice President of Governmental Affain 
Greater Orlando Assoc. of REALTORS 
Post Office Box S87 
Orlando, FL 32802.0587 

Donna Canzano 
Wi~~&ina & VUiacoru 
P.O. O..wer 16S7 
Talllllwscc:, FL 32302 

Kimberly COS\.\'l:ll 
om Florida Jnc.orpontcd 
P.O. Box 110, FLTC0007 
201 N. Franklin Street. 16th Floor 
Tampa. FL 33601.0110 

William P. Cox 
Division of Lcpl Servic:n 
Fl~>tida Public Service Comm. 
2540 Shumard Oak Blvd. 
Tallahuscc, FL 32399.0850 



David Daniel 
H~ Dcmoaalic Office 
316, The Caphol 
402 S. Monroe r: .let 

Tallahwcc, FL 32399·1300 

Jobn Ellis 
RutlcdJc, Eccnia, Underwood. 
Pw'ncll .t Hoffinan, P .A. 
P.O. Box SSI 
Tallahassee, FL 32302 

David B. Erwin 
127 Rlvcrsinlc Road 
Crawfordville, f'L 32327 

Harriet Eudy 
ALL TEL 
206 While Avenue 
Live Oak. FL 32~SSO 

Jllllles C. Falvey 
e.spirc CommunicationJ, Inc. 
133 Nali<mal Bu.sille$.s Pnrkway 
Suite 200 
Annapolis Junction, MD 2070 I 

John Fons 
Ausley .t MacMullen 
221 s. Ca1boun s~ 
Tallahas.tce. FL 32301 

David M. Frank 
Law Office of David M. Frank 
1403 Maclay Commerce Drive, Suite 3 
Tallahassce, FL 32312 

Law. Gallqber 
Florida Cable Telecommunicalloru 
Association. 1111:. 
31 0 N. Monroe Sueet 
Tallahassee, FL 32301 
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Kelly Ooodni&ht 
Frontier Communications 
180 S. Clinton Ave. 
Rochester, NY 14646-0995 

Ange.laO=n 
FPTA 
125 S. Gadldcn St. N200 
Ta11ahasxe, FL 32301·1 S2S 

Patricia Greene 
Connie Shivers 
llolland .t Knight, P .A. 
31 S S. Calhoun Sueet, Suhc 600 
Tallllhusce, FL 3230 I 

Mithlel Oross 
Office of !he A.uorney Get .cna1 
~ oflqal Affairs 
The Capitol. PL-01 
Tallahasxe. FL 32399·1 OSO 

Tracy Hatch 
AT&T 
101 Nonh Monroe Street. Suite 700 
Tallahassee. FL 3230 1·1 S49 

Kenneth lloffinan 
RullcdJe, Eccnia. Undetwood. 
Purnell 4 HolTman. P.A. 
P.O. Dox SSI 
Tal lllhasJcc, FL 32302 

NomWl I lorton 
Messer. Caparello .t Self. P.A. 
P.O. Box 1876 
Tallahasxc. FL 32302 

I lowe Commii!CC on Utiliues 
.t Communicalions 
Dooter lmhofUCh.atlie Murphy 
428 llowe Office Building 
Tallahasxe. FL 32399·1300 



Bill Hullcnhowcr 
Lynn B. Hall 
Vista-United 
P. 0 . Box 10180 
Lake Buena Visla, FL 32830-0180 

Chris Keena, Property Opentions Mar 
Compass ManagC111Cilt & Leasing. lnc. 
1801 Hcnnitage Boulevard, Suite 130 
Tnllnhusee, FL 32.308 

Mike Locour 
GTC,Inc. 
P. 0 . Box 220 
Port SL Joe, FL 32456-0220 

SIIAII l.anaJtan 
FTIA 
131 1-A Paul Russell Road, MI02-A 
Tallahllssee, FL 32302 

Mike Loconto 
Julie S. Mycn 
Smilh, Bryan & Myers 
311 E. Park Avenue 
Tallebassee, FL 3230 I 

Tom McCabe 
TDS TelccomiQuincy Telephone 
P.O. Box 189 
Qulnc:y. FL 32353-0189 

Jim McGinn 
ITS Tclceommunic:atlons System.~. Inc. 
PMt Office Box 2n 
Indiantown, FL 34956 

Joe McOiolhlin 
McWhirter, Reeves. MllOI.Oihin, 
DavidJon. Rlef & 8aluu, P A 
117 S. Gadsden St. 
T allllhllssee, FL 3230 I 
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Riehard Mel.wn 
Hopping, Green. Sams & Smilh. P.A. 
P.O. Box 6526 
Tallahusc:c, FL 32314 

Rhonda Mcnitt, Asst. V.P. 
AT&T 
101 Nonh Monroe Street, Sui~ 700 
Tallebasw, FL 3230 1·1549 

Debra K. Mink, R.P.A, President 
Lc:gishrtive Chair, BOMA Florida 
Mink&Mink 
Sunnyvale Building 
3081 East Commercial Boulevard 
Ft. Lauderdale, FL 33308 

Edward Pasdlall 
AAiU' of Florida 
1923 Atapha Ncnc 
Tallalwsee, FL 32301-5850 

Chntle3 J. Rchwinkcl 
Sprint-Florida, Inc. 
1313 Blairstonc Road 
MC FL1H00107 
Tallebasscc, FL 32301 

Floyd R. Self 
Messer. Caparcllo & Self, P.A. 
P.O. Box 1876 
Tallalwsce, FL 32302 

Senate Comm. on Rea. Industries 
John Guthrie/Su511J1 Mo.stenon 
418 Senate Office Oldg. 
Tallahassee:, FL 32399 

Somh Florida Business Journal 
Alexia Muellner 
1320 S. Dixio Highwoy 
Coral Gables, FL 33146 
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Riclwd (Dick) l. Spears 
9132 R.idae Pine Trwil 
Orlmldo, FL 32119 

Brian SuJmoncttl 
WoddCom Technoloales. lnc. 
ISIS S. Fedetal Hiahway, Suite 400 
Boca Raton, FL 33-432-7404 

David Swafrord 
Pcaninaton. Moore, Wilkinson 
& D !llbc, p .A. 
P.O. Box 1009S 
Tallahassee, FL 32301 

MlcbMJ Twomey, e.q. 
Rt 28 Box 1264 
8903 Crawfordville RD6d 
Tallabassce. FL 323 I 0 
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Jennlfcr Ubal 
StatcScepc 
1911 N. Fort Myer Drive, Suite 702 
Arlington, VA 22209 

Nancy While 
c/o Nancy Sims 
BeiiSoulh Telecommunications, Inc. 
I SO South Monroe S~seet, Suhe 400 
Talllhessee, FL 32301-ISS6 

JJeO'ery Wahlen 
Ausley & MKMullen 
227 S. Calhoun Street 
Tallalwsee, FL 3230 I 

Susan Weins•ock 
AARP-SI&tc LeaJslatlon ~~ 
60 I E Street N. W. 
Washlnaton. D.C. 20049 
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