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Case Background

On October 19, 2004, BellSouth Telecommunications, Inc. (BellSouth or Company) filed
a Petition seeking a waiver of Order No. PSC-96-0012-FOF-TL to reduce the number of non-
basic service categories used under the statutorily sanctioned system of price regulation, from ten
(10) to four (4). Pursuant to Section 364.051, Florida Statutes, incumbent local exchange
companies (ILECs) have been able to elect price regulation since January 1, 1996. Section
364.051(5)(a), Florida Statutes, limits price increases for any non-basic service category to 6% or
20% within a 12-month period, depending on whether or not there is another carrier providing
local telecommunications service in a given exchange. The Commission established non-basic
service categories in order to implement this statutory provision. The existing non-basic service
categories were established in Docket No. 951159-TP, by the above referenced order, wherein
the Commission approved a proposed stipulation among the parties to that docket, which
included the Office of Public Counsel (see Attachment). Since BellSouth’s Petition was filed on
October 19, 2004, no other filings have been made in the current docket.
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Discussion of Issues

Issue 1: Should the Commission grant BellSouth’s Petition for Waiver of Order No. PSC-96-
0012-FOF-TL and reduce the number of non-basic service categories from ten (10) to four (4)?

Recommendation: The Commission should grant, in part, BellSouth’s Petition for Waiver of
Order No. PSC-96-0012-FOF-TL and reduce the number of non-basic service categories from
ten (10) to five (5) for BellSouth. The existing Local Directory Assistance and Directory
Services category should be maintained as a separate category. (SIMMONS, BANKS)

Staff Analysis: In its Petition, BellSouth explains that since the non-basic service categories
first were established, the Company has made numerous tariff filings consistent with the above
referenced order. The statutory limitation on rate increases does not apply to individual services,
but rather to the average rate change (considering both increases and decreases) across all the
services in a non-basic category, over a 12-month period. With each tariff filing, BellSouth
submits a price-out for the affected non-basic service category, showing beginning of period and
proposed revenue, to demonstrate that the overall rate increase is within the statutory limit.
BeliSouth takes the position that competition is increasingly limiting its ability to increase prices,
which indicates that fewer non-basic service categories are needed. According to BellSouth,
fewer categories also would be administratively simpler for the Company and the Commission.

The following chart depicts the present and BellSouth’s proposed non-basic service
categories:

Present ; BellSouth Proposed
Residence Non-Basic Exchange | Residential Non-Basic
Access Service

Residential Optional Services

Business Non-Basic Exchange Business Non-Basic Service
Access
Business Optional Services

Local Directory Assistance and Optional
Directory Services
Toll Services

Operator Services

Transport Services

Public and Semi-Public
Telephone
| Miscellaneous Services ' Miscellaneous Services \

\
L J

BellSouth states that this proposed category structure “better reflects the migration to a
competitive environment in Florida and would better represent the various categories based on
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their respective level of competitiveness.” (Petition, p. 4) In addition, BellSouth believes that
this structure will have minimal customer impact, while providing the Company the flexibility to
compete. Finally, BellSouth explains that since the current 12-month period for monitoring rate
increases varies by existing category, BellSouth proposes to migrate the revenue for each
existing category to the appropriate new category, at the end of the applicable 12-month period.

The ‘size and structuré of the non-basic service categories can directly influence
BellSouth’s flexibility to adjust prices and be compliant with the statute. With a larger number
of services included in a non-basic service category, BellSouth can increase some rates
significantly if market conditions favor the Company, while lowering other rates to address
competitive pressures. For this reason, staff believes that the services in a non-basic category
should be subject to similar competitive and market conditions. Finally, a system of fewer, but
larger, non-basic service categories inherently provides more pricing flexibility, although
competitive and market conditions will dictate to what extent this flexibility is actually used.

From staff’s perspective, the proposed category structure does seem to reflect, for the
most part, differences in the competitive pressures facing BellSouth. Combining the existing
Non-Basic Exchange Access and Optional Services categories for residential and business,
respectively, makes sense since both types of services are provided by the end user’s local
telephone company. The state of competition in the local market should affect pricing of
exchange access and optional local services in a similar manner.

Staff has some concern with BellSouth’s request to combine Local Directory Assistance
and Directory Services, Toll Services, Operator Services, and Transport Services.!. Within the
Local Directory Assistance and Directory Services category, there are various listing services
(non-published, non-listed, additional listings) that are inherently the purview of the end user’s
local telephone company. These listing services do not face competitive pressures like those
found with toll, operator, and transport services, where there are a plethora of alternatives. An
argument could be made to include these listing services with the existing Non-Basic Exchange
Access and Optional Services categories, or to keep Local Directory Assistance and Directory
Services a separate category. Staff is hesitant to recommend the first option, since this would
require that an existing category, which was established by stipulation, be divided into two parts,
with each part being combined with different existing categories. The second option seems more
straightforward, yet staff believes this approach might be more restrictive than is necessary.
While BellSouth’s listing services may not be subject to competitive pressures like those found
in other areas, customer willingness to pay is a limiting factor whenever services are
discretionary in nature.

Staff next considers whether BellSouth’s rate increase history provides any indication of
how BellSouth might utilize additional pricing flexibility, and how customers might be affected.
In reviewing BellSouth’s rate increase history for the various categories, staff noticed that the
only area in which BellSouth increased rates to nearly the full extent permitted by statute was the
Local Directory Assistance and Directory Services category. This historical pattern suggests that
any further pricing flexibility could lead to even higher rate increases, leading staff to conclude

! Staff concurs with BellSouth that the Public and Semi-Public Telephone category is no longer applicable since
these retail services have been deregulated.
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that the Local Directory Assistance and Directory Services category should remain separate. In
contrast, for the other non-basic service categories, BellSouth has used only a portion of the
current pricing flexibility, which indicates that the additional pricing flexibility gained through
consolidating categories is unlikely to lead to higher increases in the future.

Based on the above reasoning, staff recommends that the Commission grant, in part,
BellSouth’s Petition for Waivei of Order No. PSC-96-0012-FOF-TL and reduce the number of
non-basic service categories from ten (10) to five (5) for BellSouth. The existing Local
Directory Assistance and Directory Services category should be maintained as a separate
category. The chart shown below provides a summary of the present, BellSouth proposed, and
staff recommended non-basic service categories.

Present BellSouth Proposed Staff Recommended
Residence Non-Basic Exchange | Residential Non-Basic Residential Non-Basic
Access Service Service

Residential Optional Services

Business Non-Basic Exchange Business Non-Basic Service Business Non-Basic Service
Access
Business Optional Services

' Local Directory Assistance and Optional Local Directory Assistance
Directory Services and Directory Services

| Toll Services

| Operator Services Other Optional

| Transport Services

" Public and Semi-Public
Telephone

Miscellaneous Services Miscellaneous Services Miscellaneous Services

L 1

Finally, as an option to staff’s recommendation to allow BellSouth to operate under a
five-category system, the Commission could decline to rule on BellSouth’s Petition at this time.
Since the existing non-basic service categories apply to all ILECs, the Commission may want to
consider this issue on a generic basis, rather than rule on individual ILEC requests.



Docket No. 041213-TL
Date: January 20, 2005

Issue 2: Should this docket by closed?

Recommendation: Yes, if no person whose substantial interests are affected by the proposed
agency action files a protest within 21 days of the issuance of the order, this docket should be
closed upon the issuance of a consummating order. (BANKS)

Staff Analysis: If no person whose substantial interests are affected by the proposed agency
action files a protest within 21 days of the issuance of the order, this docket should be closed
upon the issuance of a consummating order.
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BREFORE THE FLORIDZ PUBLIC SERVICE COMMISSION

DOCKET NC. 951158-TL ‘
ORDER NO. PSC-96-0012-FOF-TL
ISSUED: January 4, 1996

In Re: Investigation to )
determine categories of non- )
basic services provided by local )
exchange telephone companies )
pursuant to Chapter 364.051(6), )
Florida Statutes. )

)

The following Commissioners participated in the disposition of
this matter:

SUSAN F. CLARK, Chairman
J. TERRY DEASON
JOE GARCIA
JULIA L. JOHNSON
DIANE K. KIESLING

NOTICE OF PROPOSED AGENCY ACTION
ORDER ADOPTING PROPOSAL

BY THE COMMISSION:

NOTICE IS HEREBY GIVEN by the Florida Public Service
Commission that the action discussed herein is preliminary in
nature and will become final unless a person whose interests are
substantially affected files a petition for & formal proceeding,
pursuant to Rule 25-22.028, Florida Administrative Code.

On September 27, 1995, we opened this docket to establish
categories of non-basic services as described in Section
364.051(6) (a), Florida Statutes. Section 364.051(6) (a), Florida
Statutes, provides in pertinent part:

Each company subject to this subsection shall maintain
tariffe with the commission containing the terms,
conditions and rates for each of its non-basic services,
and may set or change, on 15 days' notice, the rate for
each of its non-basic services, except that a price
increase for any non-basic service category shall not
exceed six percent within a twelve-month period until
there is another provider providing local
telecommunications service in an exchange area at which
time the price for any non-basic service category may be
increagsed in an amount not to exceed twenty percent
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within & twelve-month period, and the rate shall be
presumptively valid. .

A workshop was held on October 13, 1995, to address the
following topics:

1. Identification of the categories of non-basic services

and development of criteria by which non-basic services

can be categorized.

Identification of issues to be addressed should a hearing

be necessary.

3. The possibility of stipulating the issues in this
proceeding.

[\

Additional workshops were held on October 31, 1995 and
November 27, 1995. On December 20, 1995, the attached proposal was
filed with the Commission. The terms of the proposal are
summarized below.

The parties have set forth service categories by function and
have grouped similar services into these categories. They agree
that the price increases for non-basic service categories should
not be applicable on a company-wide basis. Further, in those
exchanges where a Local Exchange Company (LEC) does not have
another company providing local telecommunications services, the
aggregate prices for all non-basic services in a category should
not be increased more than 6% in a 12 month period. Likewise, in
those exchanges where & LEC does have another provider of
telecommunications serviceg, the aggregate prices for all non-basic
services in a category should not be increased more than 20% in a
12 month period.

Section 364.051 (&) (a), Florida Statutes, provides that once
there is another provider providing Ilocal telecommunications
service in an exchange area, the price for any non-basic service
category may be increased in an amount not to exceed 20% within a
12 month period. The partiesg agree that this issue should be dealt
with at a later time.

When filing non-bagic service tariffs, the parties agree that
certeain information, similar to what is currently required by the
LECs, should continue to be provided. Thig informaticon includesg &
transmittal letter tc the Director of Communications, an executive
summary, and copies of the tariff. The filinge should also include
an explanation of the proposed rate increase's effect on the
Company's 6/20% cap.
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The. parties alsc agree that the non-recurring charges
associated with the initiation of basic local telecommunications
services should not be included in & non-basic service category.
They state that these charges should be associated with their
corresponding basic local telecommunications service and be capped
pursuant to Section 364.051(2) (a), Florida Statutes.

Finally, the parties agree that the capped non-basic services,
described in Section 364.051(6)(a) 1. and 2., Florida Statutes,
should not be inciuded. in the respective non-basic service
categories when computing the allowable increases to non-basic
service categories.

Upon consideration, we find that the attached proposal is
appropriate. It establishes the categories and descriptions of
non-basic services. Moreover, the descriptions will act as a
guideline to ensure that future services are placed in the
appropriate categories.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the
attached proposal is adopted and incorporated by reference into
this Order. It is further

ORDERED that the time available for filing a protest shall be
14 days from the issuance date of this Order. It is further

ORDERED that this Order shall become final and effective and
this docket shall be closed unless & person whose substantial
interests are affected files a protest pursuant to the requirements
set forth below.

By ORDER of the Floride Public Service Commission, this 4th
day of January, 1996.

BLANCA S. BAYO, Director
Divigion of Records and Reporting

by:/s/ Kay Flynn
Chief, BRureau of Records

Thie is & facsimile copy. A signed
copy cf the order may be obtained by
calling 1-904-412-6770.

( SEAL )

ATTACHMENT PAGES 5-1i2 ARE NOT AVAILABRLE IN ELECTRONIC MEDIUM.

MME
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NOTICE OF FURTHER PROQCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commisegion ie required by Section
120.59(4), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orders that
ie avaeilable under Sectione 120.57 or 120.68, Florida Statutes, as
well ag the procedures and time limite that apply. This notice
should not be construed to mean all reguests for an administrative
hearing or judicial review will be granted or result in the relief

sought .

The action proposed herein is preliminary in nature and will
not become effective or final, except as provided by Rule
25-22.029, Florida Administrative Code. Any person whose
substantial interests are affected by the action proposed by this

_order may file a petition for a formal proceeding, as provided by
Rule 25-22.029(4), Florida Administrative Code, in the form
provided by Rule 25-22.036(7) (a) and (f), Florida Administrative
Code. This petition must be received by the Director, Division of
Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee,
Florida 32399-0850, by the close of business on January 18, 13996.

in the absence of such a petition, this oxrder shall become
effective on the day subsequent to the above date as provided by
Rule 25-22.029(6), Florida Administrative Code.

Any objection or protest filed in this docket before the
igssuance date of this order is considered abandoned unless it
satisfies the foregoing conditions and 1is renewed within the
specified protest period.

If this order becomes final and effective on the date
described above, any party substantially affected may request
judicial review by the Florida Supreme Court in the case of an
electric, gas or telephone utility or by the First District Court
of Appeal in the case of a water or wastewater utility by filing a
notice of appeal with the Director, Division of Records and
Reporting and filing a copy of the notice of appeal and the filing
fee with the appropriate court. Thig filing must be completed
within thirty (30) days of the effective date of this order,
pursuant to Rule $.110, Florida Rules of Appellate Procedure. The
notice of appeal must be in the ferm specified in Rule 2.900(a},
Florida Rules of Appellate Procedure.
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THIS STIPULARTIOR is entered

perties te this docket.

3. During 19%5, the Floride Lecisleéture passed Chapter 95-

403, lzws of Florids, which revised Chepter 364, Florida Statutes.

2. Chapter 925-4023, lLaws of Floride, created Section 364.051,
Florids Statutes. Triat section &ddresces price reculation for

iocal ewxchance telecenmunicetions cempenies.
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Secticn 364.08B1(€), Fierids Ststutes, eddresses price
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recgulation of non-besic services.
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€. T¢ ig the intent of the perties that the Flerics Fublic
service Commissicn epprove the stipulation set forth below, thereby

pineting the neeé for &n seministrative hearing on these issues.

e

€l

stip -ion

The unéersicned perties to thie docket sgree &5 foliows:

1o The recitais set forth sbove sre not @ pert of <the
sgreenent betwveen the ‘perties, but sexrve fto expleain  the

circumstances unéer which this Stipulstion wae reached.

. This Stipulztion shell becone effective upoen apprevel by
the Floride Public Service Commission. If tﬁis Stipulstion is not
spproved by the FPSC without meodgificetion, the whole Stipulstion
ghall be void and shsll heve no force or effect.

3. The partiec zgree to the following igsues andé positiens
as set forth below:

YSEDE 1. For purpeses of Eection %64 .023(€) {8}, Flerida Bietutes,;
viLet &re the non-begic service cetegeries within which
rep~bEsic services £houlé be pLaced:

Stipulation: feg wion-basic mervice categories list atteched as
Exhibit ®AY.

YEEUL Z. ©hat eriterie sheulé detarmine im whick Ren-bagic zervice
cetegery & given LEC pon-bigie smervice sheuld Be

ipcludedT

stipuistion: The functionel service descripii . j &
non-begic gervice cetegeries list (Exhibit SRY] should getermine
gervice plecement.

YESTE 3. For purpcses of geeticn 364
vhet censtitutes baving Yas

s ¥ . go
ruhieELICRE

s

s

e

"
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YEEUE 4. £f & LEBC éoor ot bave RLECE operstimg in 81l ef its
exchenge &ré&e, eheuld the price incressef that reeult
froe EBesetivn  36&.0%51(6)(m}, Fleride Eimtuies, ke

epplicakle o & ccBpeuy-vwide beeis?

gtipuletien: The price incresses shouvlé not be epplicaklie on &
conpeny-wice baeie. The price increzses ghould be distingulished in
the fellowing mannei:

Eychances withovt zneotheyr proviger

In the &goregate, &crosg &ll services in & category & .
exchanges vhere there ie not znother compeny providing loca
teleccmmuniceticng gservices, prices pay not be increased nore

than €% vithin & iZ-wonth period.

Exchences vwith another provider

In the aggregete, &croes &1l services in & categoyy in the
sggregate znd zll exchances vhere there ig another company
providing local telecommunicetions services, prices may not be
increased more than 20% withip & l2-month period.

IGEUE 5. V¥hat type of informztien sbouwld the LEC pubmit te the
conmigsicr with ite nop-baeic service tariff filipgs?

Stipulaticn: Teriff filinges should continue 1¢ have & transnittal
letter tc the Director of Cemmunicstions gteting the nsture of the
filing &né what peces it involves, &n executive summery of what it
ig they are decing ené vhy, zné copies o©f the tarifif. Terifis
should provide an explangtion &nd celiculztion of the proposed rate
increzse‘s effect on the Compenyis €/20% cep (€.€., &n edplanation
thet service ¥ hag bsen Iincrezseé by 5.5%, aucompanied by &
pricefunits calculetion to beck it up &ndé that the cetegory service
¥ falle irn hae not exceeded its cap {(6/20%) within the Iiz-wonth
pericé). If the pricefunits czlculztions &re used, It shoulc be
peged on the most current menthfe dzts sveilsble &t the time of the

companyfs initiel teariff for the cetegory. Subseguent teriff
filinge meGe by the compeny, for & specific cetegory, woulc uvegeé the
gzme monthe Gataz for the next iz months. In aadition to the

general reguirerments, &n incrementel cost study sghould now be
reguired; however, & study should be mede sveilsble upon reguest by

the Commizsion gtaff on & working days notice.

IBEUE €.




gtipuletiens Ho. The nen-recurring charges aspocisted with the
initistioen of hesic lece! telecommunicetionk sexrvices should not be
inciuded in & non-beeic service cetecory. These cherges ghould be
tesociated with their cerresponding basic local telecommunicetions
fervice &nc be cepped pursuant te Section 364.051(2j(s}, Filorids
Stetutes.

TEEUE 7. Hecticu 2€é.(f}ie}i. &mé ., Fioride Etatutes, «ap the
retes for certein HOR-BEEIC #ETViCaE. Ehould tbhese
cepped pervicer be incivéeé iz tbhe regpective nen-basgic
gervice citegeries vhen corpuiine the alloveble increanes
tec pen-bezric serviece cxtegories?

Stipulstion: Ne, the cappeé nen-bagic pervices ghould not he

inciuvded in the respective non-besic service cetegories when

conputing the ellewable increzses tc non-basic Eervice categories,
£. The non-bazeic gervice cetecgeries list referred toc in
issues 3 &né 2, &nd stteched to this Stipuletion as Exhibit &, is

& part of thie Stipuvlation &g though fully set ferth undey issues

i1 &né 2. The list cof exemples sttached to ithis stipulation as

Exhikbit "B" is included for illustretive purposeg only andéd is not

intended to zlter the definitions ©f the categeories shown in
Txhibit ®&.¢

G Thiis Siiﬁtl&ﬁisﬁ ené kgresement 2hall be imterpreted under
the lawe ©f the &tate of Flerida. If this &tipulstion and

kereement ig not epproved by the Commizeion in its entirety without

cetion, the Stipulastion &nd hcreencnt ghell not be binding on
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1. Busivess Hop-Besie Exchbange hocess

(]

tn

h gervice or fenily of services (excluding basic eingle line
flat-rete business service} offered to business customers that
provides accese tc, ané usage of, the switched local exchance

network.
kegléence Hon-Beeic Exchenge Access

k service or femily of services (excluding basic gingle line
flet-rate regidence service) cffered tc residence customers
thet provides sccess to, and usage of, the switched iocal
exchange netvork.

Eusivess Optionel Bervices

A gervice or femily of servicee cffered tc business custoners
that provides enhaznced czlling {features or functions
complementary tc business basic or non-bagic exchahge access
services.

Fezidentiel Optiocnxl Bervices
% service or ‘amily of  services cffered tc residential
custonmers that provides enhenced calling features or functions

ccmplement&rv te residential basic or non-bagic local exchange
sCcess gervices.

Lecsl Dirsctory kssistesce &né Directory fervices

locel directory assistance and local directeory-hased services,
inciuding, kLt not iimited to, acédéitional listingg,
miscellanecus iistings, non-published ang non-listed serviece

Tell gervices

A non-dediceted ﬁe"v;ce that provides neon-bagic extended ¢
or lonc cistance celling Lctwee locations vsing the pu
switched netverk, and toll direct ory &ssistence.

b2
D’f)

cperetor ferviges

Local a&né tel
svtepated aguil
CETVICEE voulicd
smmn§”“ﬂuh of

ceiling caré er

_14_
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E. Trehspert Bervice

& service that provides & reserveé path(g)} between customer
desionated lecetions.

€. Fublic ané Eemi Fublic T@lépbcne
Fey Telephone services provided by the company.
10. Hiscellsueous fervices
Compeny-preovided encillery services other than those indicated

in preceding cetegories. Examples of such services: provision
of 811 &nd ES1l eqguipnent; ecguipnent for the hearing impaired.

E
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ces

Hessured Rete Service

Centrex E&TViCEE

ESSEX Services

FBX Trurnks*

KRRS®

Dormitory &ervices

Centrex &nt ESSEX Line¢
Cherges®

Mezsured Kate Service

[

. Bveiness Optiope]l fervicee

Custom Celling

RIN

ISDK

RCD Service

bual Service

LID/100

Frectige

Remote Cell Forwerding

Touchstar

Cell Screening

Ringmegter

Hot lLine

Warm line

Tell Restriction

opticnel Billing &nc Cellecticn
Services

EMDT

EMDER

Residentie)l Opticnei Ggrvices

P

Custom Celling

RIN .
IEDN

kCD Service

Dugl Service

Bin/i100

Frartige

hemote Cell Forwerding
Fouchg&tar

Cell Bereening
Ringmerter

Eet Line

Hers LLiRg

keetrichicn
gotienel Billime and Collestion
Sgrvigee

7

[®)

p
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iwcel Directory REgigtence
and Directorvy Services

Loczl Directory kesgiptence
hGgitionel Listinge
Kon-Publiehed

Kon-list

Kigcsllenecus

Twe-PFeint &ervice

€elling Flane~faver Service

¥ide khre& Telecomnunicetions
Sfervice

Loong Dietance Directery
hegistence

Spexritor Fervicer
Credit Cerd, Third Humber, Ccliect
Conference Servicesx

verificetion Service

Trenepert fervicer

TAS Facilities

Extension Service and Tie Lines
Foreign Exchenge Service
Fereign Co Service
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