
. . 
M CWHIRTER REEVES 

ATT O RW B YS AT LAW 

TAMrA OPf"ICIJ 
•OO H , TAMPA 11'&&111', 8IJfn ..SO 

T..UCIA. J'...O.IDA SH01 

TA&.~a& (Wnr;:a! 

I I f fkMH0AtHLOI.III 

TAI.IAM•I•II I'LOIUIM~2:J.O I 

P.O. 80a 3350. TAJII'Ao P"L aMOI~UO 
fi U,) II..O.UI lilt) UI•IU. PAl 

CU Ot ttJ·2121 

tHO) J"JJ-MOtl '"'-' 

September 24, 1998 

'" :0 'JJ " (I') r11 :;nlll ,.., () fn O 

~-·. 
.. rn 
N .. , 
VI .... 

:r n' ::.c ,... 0 
z ..... :X .... 
G):-, 

~ VIA HAND QELIYEBY 

Ms. Blanca 8ey6 

G = (l'o 

ACK 

Florida Publlc Service Commiaalon 
2540 Shumard Oak Boulevard 
Tellehauea, Florida 32399-0850 

\D (") 

Re: Undocketed Speciel Project No. 980000A·SP • Fair and Reasonable 
Residential Basic Local Telecommunicetlona Rates - Comments of the 
Florida Competitive Carriers Association 

Dear Ms. 8ey6: 

Enclosed ere 15 C,)pfea of Joo Gillan's comments that he will present at the 
October 9, 1998 workshop In the above matter. We ere delivering the original to 
Anno Morah in tho Dlvlair , of Communications. 

I have enclosed en extra copy of the above document for you to stamp and 
return to mo. Please contact me if you have any questiona. ThenY. you for your 
essis:ence. 

AFA J r<ECEIVED & rtLED Sincerely, 
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TaUahaut~. Flondll 32.302 
Telephcna (~~~ '53-3909 

Fu (904) ~.5606 

Scpccmbc:r 14, 1993 

AllM Marsh 
Florida PubUc Service Comm!a:ioo 
2.540 Shlllll&rd ou 8oWcvlrd 
TaJ!tbessee, Florida 32399-0ISO 

R.e: Undoc:ketrd Special Project No. 9SOOOOA.SP • Fair &ad Reaoaablc Rnirlmri•l 
Basic Local Tclcc:omm\llliwioas Ra!cs - Commcnu of lbc Florida Competitive 
C&rricn Assodadoa 

111 eccordalce wilb your leacr of July I 0, 1998. aod iD &llliciplioa of lbc worlcsbop 
scbt'tu.lcd far Oclober 9, 1998, I am fOI"WWlddua these c:ommi!!!I!J on bebalf of the Florida 
Competitive Cmlen Assoc!&doa.. 

Tbe ICJi•l•dvw direcdoo to the (Ammjnioa !Ujuirc:s Is twO-fold. Fim, !he 
Commjmoo is clircctc:d co: 

: 
[S)tudy &ad report ... lbc rc.Wiooshlps 111100& the CON &Dd tbataes o.uocial.cd 
with providlaa ba:ic loW lerVice. iDiruwe ..:ce:s aod olbcr services provided 
by local e:x~ tc'ccom!!!U!!JcwMas COC'D]l"'DW 

AlDd, JCCODdly. co: 

[R]qlort ••• l.a coactu.loas u 10 lbc !air aod rusoaablc Florida R:Sidmtial bale 
local tclcowmmmic cinns :Jei~ rate cca:sidocriDa- (I) aflixdability, (2) value 
of service. ()) CWJpcaablo raldanial buie loc:al celcocomD'I!!Iic:aiON smi~ \a 
Florida. ioclud.iaa cbe proporUODIUI ~ of joint aod mmmoa costs. 

lod.ividualmcmbm o(lbo Florida Competitive Carriers As3odalioo (AT.tT aod 
MCI/Wor!dcom iD panlmlar) have 'P"*•ed HAl S.O co address lbe c:osz of OC'tWOI'k fadllties 
usccl co provick exdwnp .m-. N. a rault. lbe Aslodcioo's COID!!W!IS (&Dd pcesmwioo 
at r.bc October 9th worlabop) will foc:u~ oa lbe "rclarlooshlp amooa lbe cosu &Dd clulr'8es 
usocWcd wilh provldiDc basic local ~ imruw.c ecc:ca &Dd other services. • 

DOCtJHCHT IIU"'Hf ii·OATE 
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The Assoeialion's priawy m:ommeodation Is dw tbc Commlssioo rtpOrt 10 che le&Watute tbe llllormadon oecded 10 UDdcrslaod 1hc pnetical and buslnea m.Jily of 111 indusuy wbere IDOSt of tbe COSIS 10 serve a CIISIOI!lct (I.e., all tbc COil of tbe loop and much o( lhc 'OSI of lllc rwitch) iJ fixed. Specifially, ~-e ~ dw tbc Commission rcpon tbe tOtal c;o:q 11111 revenue usoclaled with tbe purt.ba.sina s-nem of tbe avm1ae FloridA rnidrntJal c.. AII'IICI' for tbe £amlly o( local mhanae servicn (Lc.. ioclud.lna ECS, EAS. opdon.aJ local aerviccs &Dd ICCCSS). 

Fint, it i.a impoaible to clcmmiJic lbe eos1 o( •Wlivma! Jetviee· - a COSt wtucb would include the cost of tbe loop llld fixed tost o( the switcll - without t.Uo lncludina in tbaL COSt the 1\mc:tioaalicy wfllch lllldcriie3 tbe eati.re "family" oC local cxchaaac scrvic:cs (i.e , tbo$e other scrvic:cs which In) otremi in conjunaion wllh loa! exc.banac service for an 4ddltional cbari:e). Se.;ood, lbe inscpe.rable narure of this •CamiJy" of local scrvic:cs also u.eans that they are prw:dcally available OGiy £rom tbe custOCrct's local telcpboac eomp&oy. Beause there am be oo 1ep1r1tt awbl Cot individualsuvic:cs wltbln this poup, It is i.mpo.r111ll 10 cvalu.u: any question of subsidy from tbe paspcc:tivc of tbe tOtal cost and revc:nue from tbc entire family of services. 

The II goo i "i-on recommcads lba tbe Commission report 10 tbe lqhlann on the IDSCpC'ablc relatlonsbip between tbe COli of local oetWOri; facilitie3 md '.DC CamUy of SCMCC3 offc:ed ovc: ~ facilltie3 so tbat tbe IC11islt!Ure C4ll Ollke 111 in!OC'IIIoCG Judacmcnt cc.-omnina tbe aced for cmrnal Jllbridy. Altbouab tbe "tndldonal" pric:ina stratei)' used by tbe local tclcpboae compao..C3 bas bcro to Jc«p tbe sublc:ription rate low (i.e, the basic local me), this straiC1:Y docs oot o : • qriJy IIICID tbat 111011 ( ot eYeD 11110y) ~esidcmial =m= II4ITIDt a subsidy. Wbr:lber a MJSfOCDCT is profitable 10 xrve i.a dctenn.incd by iu tOtal pu.'Cbasina panrm, and oot simply by the slna!c price woci.atcd with tbc basic :service. 

It is a1Jo useful to epprcciatc tlw this •crw~itional" local exc.banac priCIJl8 \U'&ICI)' Is oot an unusual awUtin& !laic. For insourc, it is acucnlly ~ lha.t ru:or·t.....::.!le3 are lllldcrpric:cd (iJ:Idcod, frequcmly d.isu1'butcd in promotions) with the expectation consumm will later pun:basc man: profitable ra=r btldC3. Simllarty, cdlulM pboDC3 are ddibcra.tclv pnc:cd 10 annct ~'ben. with pro6u ea:mcd as cdlulat u.sen purcbasc more expensive: tlr· umc. 

SiJ!dfieo!!lly, an Cllllllll 10 tbe residanial local cxchall&c awitet Will similarly view customcn by tbc lot4/ poteudaJ moc:aue tbe CIISIOIIWt ICpiCIQ11S.. lu a result. tbe Commission (md tbe l~) aboWd DOt IIIIOal&dcally USIIID4 tbl1 cncnpc:tidon will o:ballC!Jie tbe cnditional pricina of cxcbanp serviCC3. The aoal of a competitive maanc is 10 win customers. To the c:xtcnt thal the prevallina pric:ina llrltciY is popular wttb COilSUIIlcn. the Coauubs!oD sbould expect lbal it will be Mllnick6d by mtnnes (allboucb wttb lower overall 

• 
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pric:c:s). Tbcrc is lime ra.10n co cxpcu rhll ClllliiiU will offer :sc:rvk:a wuh luibcr "basic• local ~s, tied 10 lowe: "optioaal" pnces. and force the CO!IIIt.wct to uodertalce the .:Alculu.s to detcrm.ine which peclcaae Is JnJmble. 

Having MOgoilled the inleml.ationship amona the "(IIIUJy• or local cxcb&nae ~cc, tile Association does not believe dw it would be IOWid policy 1.0 IIIC 1 llllivcrsal KtVi« fund lO try to a:ai'llliD atry pG1Icular l)el•nre in the n tail prices dw aR IIICd 10 anract (or rcw.n) prOfitAble r> • dC!lri•l ~men. OIA' polDl is rhll !Oday IIIOSt tmdcntiaJ CUStOmers are profitAble, compcrlrioo should ocly be expc:c!ld 10 ot!cr theso customm lo~r ovcraJJ pnces, and a llllivenal service JDCChaniJm sbould DOt be ini.CtpOICd lnro this proc:w in 111 effort 10 keep just OM ot lhcse prices - !he bale subsaipdoo price - 11 111y particular level. 

Equally 1\md•mcotal 10 the APociadoo's positloo, bowwwr, Is tlllllhc iDalmbmt local exchange COIIIplllles sbould DOC be pctiZiilud the OCXlb!llty 10 ra1I'UC1Ute rMII riles ttodl competitive lltcm.ttives cxlat. No IMI'i¥t·lxufd rcbaJ&ocina o:' rara can occur unless a mcri:61 devdopll!nt. Cooscqueutly, wtillc the Assoc:Wioo believes cb&r 1 compcuuve market is tbe bc1t m«hanism 10 ultimal.cly d.etamiDc whether pric:c:s wilhin !be fmuly or local service should be rcbelanccd, wo abo believe tlw process should only tqiD after COIISI.ImC.rS have a ID' HOi "ilW opponuaity CO cboo.e alta:DII:i-. 

Fi.a.ally, we also MOPze cb&r wiJJtin !be resiclc111ial llW'kel !here trc custOmers wluc.h are 1101 profitable 10 ~ !! Ibex arc "dacrvina" CIISlOIDCn (by w1wtvcr SWidard), bowevcr, lb:n tattded ass!sraDCCt p~ams (such as l.ifdilloe servic;c) should be IIICd 10 dircetiy address their needs. We SUP' .n a llllivcrsal xrvice 1\md 10 addtas !bese ~men. But Jbcre is no reasoa Cor !be Commiaioa.. ex- !be lqis1alurc, 10 IIIC chis need as a JusU.!ie&rion 10 m-ore broed.ly aucmpt 10 IIIC a subsidy 10 meiooin 1 raLc rc!atlonship. 

SiD=-ely, 

~"1''-..b.A&-./~ 
Josepb Gillan 
Consult&Dt 
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