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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re : Southern Bell Telephone a nd 
Telegraph Company's Public Packet 
Swi t c h i ng Network Tarif f (T- 87-183 file d 
6/5/87) 

DOCKET NO. 870766-TL 
ORDER NO. 20828 
I SSUED:J-1-89 

The following Commissioners 
disp~sit ion o f this matter· 

participate d in the 

KATIE NICHOLS , CHAIRMAN 
THOMAS M. BEARD 

GERALD L. GUNTER 
JOHN T. HERNDON 

MICHAEL McK. WILSON 

ORDER ON PACKET SWITCHING AND PROTOCOL CONVERSION 

APPEARANCES: 

LEN ANTHONY, 666 Northwest 79 t h Avenue, Miami, Florida 
33126, Telephone No . (305 ) 263-2622, appearing on behalf 
of Southern Bell Telephone and Telegraph Company. 

VICTORIA MONTANARO, Class B Practitioner, Office o f t he 
Public Counsel, c/o The Flor ida House of Representa tives, 
The Ca pitol, Tallahassee, Florida 32399 - 1300, Telephone 
No . (904) 488-9330, appearing o n behalf of the Citizens of 
the State of Florida. 

TRACY HATCH, FPSC Divisio n o f Legal Services, Florida 
Public Service Commission, 101 East Gaines Street, 
Tallahassee, Florida 32399-0863, Telephone No. (904) 
487-2740 , appearing o n beha lf of the FPSC staff . 

PRUITT, FPSC General Counsel's Office , 101 
Street, Tallahassee, FLorida 32399-0861, 
(904) 488-7464, appearing as Counsel to the 

PRENTICE P. 
East Gaines 
Telephone No. 
Commissioners . 

BY THE COMMISSION: 

I . BACKGROUND 

This docket was initiated upon Southern Bell Telephone and 
Telegraph Company's ~Southern Bell's) f iling of a tariff to 
introduce PulseLink1 

"' Public Packet Switching Service . 
Packet switching is a means o f transporting data through the 
economical and efficient use of a switched transmission 
network. In packet switching, a data transmission stream is 
comprised of a series of discreet un its called "packets." Each 
packet cont ains network r outing information and transmission 
error detection information as well as the actual data being 
transmitted. The packetized dat a is transported via high 
speed, multiplexed technology that has been used internally for 
years by the Company to increase the transmission capacity of 
existing transmission facilities. The principal function of 
packet switching is the efficient interconnection of customer 
c o mputer terminals or host computers. 
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Essential to the transmission of data betwe en c o mputers is 
the ability of each computer to communicate with the other. 
Computers communicate according to certai n rules of data 
transmission called pro tocols. There are numerous rival 
protocols in existence . In order to allow computers utilizing 
different prl)tl)cols to c:ommuniciltP.. thP. data transmission must 
be converted to a uniform protocol through the process of 
protocol convPrsioo. Protocol conversion i s the ~ssential 
factc.r to the widespread availability uf data base and other 
information services. 

Protocol conversion has been classed as an "enh3nced 
service" by l: he Federal Communications Commissio n (FCC). As a 
result, pursuant to the FCC's Computer Inquiry II Southern Bell 
was previously allowed to provide protoco l conversion only on a 
structurally separated basis. BellSouth Advanced Networks 
(BSAN) was created by BellSouth to provide protocol conversion 
in conjunction with Southern Bell's packet switching service. 
Judge Greene, in the course of hi s triennial review of the MFJ, 
modified the MFJ's strictures to allow the Bell Operating 
Companies to provide protocol conversion. Despite this, the 
FCC retained the enhanced serv ice designati o n for p r otocol 
c o nversion in its Computer III decision. The FCC did remove 
the structural separations requirements to allow the l ocal 
operating companies to provide protocol conversion through 
accounti ng sepa rations. Southern Bell currently has a waiver 
of the Computer II structural separations requirements . The 
FCC's Computer III decision has been appealed in the Ninth 
Federal Circuit. Southern Bell specifically appealed the FCC's 
retention of the enhanced service designation for p rotocol 
conversion in the D.C. Circuit. This appeal has been 
consolidated with the Ninth Circuit appeal. 

By Order No. 18152, issued September 15, 1987, we approved 
Southern Bell's packet switching tariff. However, the issue of 
protocol conversion was set for further investigation and 
hearing . Only Southern Bell and the Office of the Public 
Counsel participated as parties in this proceeding. We 
conducted a hearing on September 22, 1988 at which Southern 
Bell provided the only witness. Our decision is set forth 
below. 

II. TECHNICAL PACKET SWITCHING/PROTOCOL CONVERSION 

A complete description of packet switching and its 
integral relationship with protocol conversion is essential to 
an understanding of our decisions discussed below. 
PulseLin k ' 5

"' is Southern Bell's public packet switch i ng 
network (PPSN) intraLATA data trans port switched service. It 
is an optional type of transport service. The charges for 
PulseLink' 5 "' are in additio n to the ordinary charges 
associated with communication links (e.g. business or private 
lines). 

Packet s witching is analogous to the auto trai n wherein an 
automobile is sent via normal transportation routes (switched 
access or private lines) to the rail l oadi ng facility (access 
port concentrator) to be placed on a railroad car (packet) to 
go via the tracks (56 kbps line) to a rail yard (packet swi tch) 
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for switching to another l ocation. Some a utos may be l oaded on 
the railroad car and t ransported with basic (x.25 or x.75 
pr·otocol) treatment. Others may require preshipment 
prepa rat i on by a separate subcontractor (protocol conversion; 
for example, from asynchronous to x. 25) before they may be 
luool"?ti nn,-.o t-ho r~i. 1 road cars reach t he switching station 
(packet switch), they may be routed t o a Local destination or 
to a distant location via a loug-haul transmissi o n ptovider. 

Packet switching is the most economical data transport 
method yet developed for l ow to medium speed d'\ta due to the 
large scale multiplexing done in the network. The primary 
advantage is efficient shari ng of network elements among 
multiple users, reducing tran smission costs while increasing 
reliability and performance. In addition, because the packet 
is error-checked at each packet switch, it is a l so the most 
error-free form of switched data transport available to the 
data market. 

A cu.storner terminal presents a data message to the network 
broken into finite groups of characters called bits. These 
bits are collected into things called packets at an access 
concentrator. The access concentrator multiplexes the signal 
onto a high-speed transport facility to a pac ket switch. The 
brain of the PulseLink1 ~ " • network is the packet switch. It 
reads the packet header and routes the packet on toward its 
destination. The network routes t he packets in accordance with 
information contained in a part of the packet called the 
header. Each packet also c ontains a sequence number and error 
detection information. The protocol defines how the packet is 
constructed, and what it must contain. PulseLink' 9

"
1packets 

contain a maximum of 409 16 bits (512 octets) of user 
information, plus the transmission and error control 
information. 

PulseLink 1 5
" 

1 may be accessed through two options, 
direct and dial. Direct access (private line) can be either 
analog or digital. Dial access is available only through 
vendors who market and enhance (convert to another protocol) 
the •basic• PulseLink' 5

"' service. BellSouth's vendor is 
BellSouth Advanced Netwo rks (BSAN). 

The provider (i.e. vendor ) o f the dial port must subscribe 
to a di a 1 access line from Sect ion A29. 2 of the GSST. This 
dial access 1 ine gives the por t provider a phone number 
associated with the port and a connection from the main 
distribution frame to the port. The vendor sells an enhanced 
(where the protocol was converted) version of the packet 
switching service to its customers (e.g. information services 
like CompuServ and Westlaw data bases). Enhanced packets. used 
in the context of this filing, are those to which a net 
protocol conversion has occurred. Thus, enhancements (protocol 
conversions) to the basic protocols offered in this tariff are 
available to the public only on a detariffed basis through 
vendors, like BSAN, who subscribe to PulseLink1 5

"' service. 

There are three types of recurring ra t e elements involved 
in PulseLink' 5

"
1 service : 1) A Basic Protocol Transport 

which is billed in segments , 2) A Network Utilization Rate 
Element (N.U.R.E.), which applies to vendo rs who market 
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pc-o tocol converte d se rvice , which is a s urcharge fo r enh anced 
pc-otocols, and J) a n Access Po rt charge for the access line 
terminating into the PulseLi nk' 5

"' network. 

Except for the call set up when the Fast Select option is 
!!Sed, all transpo rt is bi lied in segments. Segments are based 
on actual usuge. The customer i s billed for the actual number 
of segments tra:'lsported withi.n e<..:h packet. The Fast Select 
call set -up o pti o n a llows the customer to transmit up to 128 
octe t s. c omposed o f bo th the set-up informatio n and user data. 
A separate charge a pplies per call set-up when the Fast Select 
option is used; however, standard segment charges apply for any 
additio nal segments transpo r \. ed after the initial call set - up. 

Thec-e are several ::::ategories of purchasers of 
PulseLink' 5

"'. First, there will be information providers 
(databases) like CompuServ. Lexis c.nd West l aw. Second, there 
will be record c arriers like BSAN, Western Union, T·.-mnet and 
Telenet that wish to provide the l ong haul t hemselves and to 
purchase the loca l distributton service (packet switching} from 
Southern Bell. It i s these subscribers that will be 
subscribing to the service from Southern Bell while end-use rs 
will, in turn. be their customers . It is importan t to note 
that packet switching, with or without protocol convers ion, 
allows its subscribers to accommodate more of their customers 
without buying more po r t s because the service allows several 
end-users t o share the same tra nsport faci 1 ity through 
mult i plexing. This means Lhat the subscribers' investments, 
all o t her things being equal . can be mo re efficiently util i zed. 

It is anticipated t ha t 70% of t he data transpo rted on the 
PulseLink ' 5

" • service wi 11 need some form of protocol 
conversion. Most of these are anticipated to be asynchronous 
(transmission i n which t ime intervals betwe en transmitted 
characters may be o f unequal lengt h e.g. keyboard terminals} to 
synchronous conversio11s. The classic example is from end-users 
with persona l computers to info rmation service providers' data 
bases . 

In general, protocols are the rules which govern the 
transfer of informatio n. With respect to data transmission, 
protocols define the ma nner in which data teL minals. networks 
and computers interact and communicate with each o ther. For 
example. protocols may: 1} coordi nate t imLng between 
transmitting and rec eiving termi nals (synchroniza t ion); 2) set 
modem frequencies for sender a nd receiver: 3) detect and 
correct errors; 4) check the identity of the communicating 
parties; and 5) provide ne twor k features such as clos ed user 
groups or reverse charging. A precise inclusive definition of 
the functions of protocols i s problematic because protoco l s are 
being designed to perform mo re a nd mo re functions as the cost 
of the electronics decreases . 

I 

I 

Protocol conversion is t he process of converting from one I 
protoco l to another. Low- level protocol conversion, simply 
stated, i ncludes those p rotoco l functions that do not 
manipulate the content o f the data beyond that which is 
necessary for trans parent transmiss ion of that data. 
Technically, thes e include the first three l ayers (physical, 
link and network}, define d by t he Interna t i ona l Standar~s 
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Organization, and which are e mbodied in the X.2S a nd X.75 
" basic" packet s~itch1ng protoco ls. 

Companies have been fi nding better ways to handle da ta 
more efficientl y through i nno va tive protocols. However , 
businesses are not prone t~ sh~re witn nnP. another the ir 
p~oprietary inventio ns. Even were they so be nevolent, 
competitors may not wish to alt~>r t h<!i r operations to conform 
to a different pro t oco l. Thus, not all te rmi nal s or systems 
follow the same protocol. Without the abi 1 ity t o convert one 
protoc o l to ano ther , the r e wou l d be no wa y to integ rate the 
vast majority of computers for intercommunicati o n . This is the 
most compelling reason fo r the necessity of integrat ion of 
protocol con~ersion with data transmission. 

III. AUTHORITY OVER PROTOCOL CONVERSION 

The FCC has express ly declared that protoco l conversion is 
an enhanced se r vice. The FCC has a l so e xpressly preempted the 
regulation of enhanced services by t he states. Sout hern Bell 
argues, and we agree, that pro tocol conversion is a basic 
service and that it s hou l d be offe red o n an i nt rastate 
rec;ulated basis. The r ecord amply demo nstrates that protoco l 
c onversion is i ntegral to an efficient packetized switched data 
transpor t network. As such, it is, and s hou ld be, c l assed as a 
bas i c service. This is the basic thrust of BellSouth's appeal 
in the D.C. Circuit which has been c onsolidated with the bulk 
of the various appea l s of Computer III in the Ninth Circuit . 

More importantly, the Communi cations Act of 1934 expressly 
reserves to the states the r egu la tion o f purely intrastate 
telecommunications services. As was argued by Sou t he r n Bell in 
its brief, the D.C. Circuit's decisio n upholding the FCC"s 
preempt i o n o f state r egu lation of CPE a nd enhanced services in 
Computer II addressed on ly CPE . The basis of the decision was 
th.at a piece of CPE could not be practically separated into 
separate j urisdict ions . The Court did not rationalize i t s 
decis ion to uphold preemption of state regul ation of e nhanced 
services. The FCC retai ne d its Compu ter II preemption of sta te 
regula tion of protoco l conver sion as an e nhanced service in its 
Computer III decision. However, it is importan t to note that 
t he Communications Act of 1934 makes no distinction between 
enhanced and basic services. By its c lassification scheme of 
e nhanced vers us basic, the FCC has neatly sides• epped the 
question of its authority to preempt the states on the 
provision o f protoco l conversion. The essentia l q uestion is 
whether protocol conversion is an inters t ate or an intrastate 
service . Si nce the Communicat ions Act of 1934, t here has been 
a clear dividing line between inter a nd intrastate in the area 
of switched s ervices. It i s clear t o us that in a packetized 
s witched data transmissio n context, protoco l conversion is at 
least, in pa r t, an intrastate service. To that e x tent, the 
servi ce is subject to the Commiss i on's j u r i sdiction . 
Accordingly, we fi nd t hat we have t he authority to require 
Southern Bell to provide protocol conversion on a regula ted 
basis. 

We again note that Computer I r 1 is on appeal in the Ni nth 
Ci rcuit. The issue o f FCC preemption of state regulat i o n of 
protoco l conversion wi 11 be decided by the federa I appellate 
cour ts . 
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IV. PROVISION OF PROTOCOL CONVERSION ON A REGULATED BASIS 

Having determi ned tha t we have jurisdictio n over the 
provision o f protoco l conversion, the question a r ises as to 
whether it would be appropriate to require Southern Bell to I 
provide ~roL.:>..:v l cc r.·:c :-=:~~ ~:"' ~ ,..,~.,l ,. tor1 hAsis . The parties 
agree that it is bes t f o r the consumer that some ent ity p rovide 
protocol conve rsio n. Further, t he parties a lso agree thAt, 
because of thP. ub i quity of t he telephone c ompany' s netwo rk it 
wou ld be eff icient fo r the telephone c ompany t o provide the 
service. We note tha t Sou t hern Bell currently provides 
pro t ocol c onversion in cer t ain of its central o f fi ces under an 
FCC structural separations arrangement. BSAN, Sout he rn Be ll' s 
aff i liate, ma rke ts the servi ce as part of Sout hAr n Oell ' s 
PulseLink' 5

"' Service. 

Southern Bell ' s positi on o n this issue i s , a t best, 
clouded with rhetoric. The Company states that "protr col 
conversion must be offered on t he same regulatory basis at both 
the state and federal leve l s ." However, it ignores the fact 
that PulseLink' 5 " • i s o ffered under different condit i ons in 
each of i ts operating states . The Company also alleges that 
different regula t ory r equireme nts c ould result in Southern Bell 
being forced to market this se rvice in different ways depending 
upon the jurisdictio n. However, Southe rn Bell's witness 
admitted that the rates i n Ke ntucky and South Carolina are 
already d i fferent; they are alleged ly market-based and a little 
higher than in Florida. 

The Company c ompl a ins that differences between 
jurisdictions would be especially troublesome from a customer 
confusion and inconvenience viewpoint given that the 
jurisdiction can change from call to call. We disagree. This 
type of difference is not unique to packet switching . That is, 
the average telephone user is familiar with the d i fferences 
between a toll and local call. Furthermore, the average packet 
switching purchaser , for example, BSAN or an informatiolll 
service provider, is more sophisticated than the average 
telephone user. 

When we initial l y approved Southern Bell's PulseLink' 5
"' 

tariff we did so because we believe that service to be an 
important step into the information age. However, ~·1e did not 
and do not subscribe to the FCC's "basic" and "enhanced" 
dichotomy with respect to packet switching or protocol 
c onversion . This issue goe s right to the heart of the question 
o f whether we must accept the consequences of terms c o ined by 
the FCC without any apparent authority. The Sou t hern Bell's 
witness stated that 85\ of the packet switching t r ansmissions 
require protncol conversion and that, without this service, 
packet switching service would die. Further, the ubiquity of 
Southern Bell's network among the ultimat e end users makes it 
efficient f o r the Company to be in the protoco l conversion 
bus i ness. As noted above, In fact, the c ompany actually 
provides pro t ocol conversion now. All that BSAN does is market 
the service for the Company. We s ee no real benefit in having 
a separate subsidiary pe rform this function. Upon 
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consideration of the a bo ve . we f ind it appro pria te to r equire 
Southern Bell to provide low leve l protoco l conversion on an 
intrastate regulated basis. Accordingly, Southern Bell is 
hereby d i rected to file a revised tariff offeri ng protoco l 
conversion as an i ntegral part of its packe t swi t c h ing service 
~it~~~ :~ ~=¥= ~f ~h~ date o f the issuance of this Order. 

V. PROTOCOL CONVERSION RATES AND RATE STRUCTURE 

As mentioned previously, PulseLink' 5
"' may be accessed 

through two options, direct and dia l -up. The Company could 
recover the costs of providing low level pr<Jtocol conversio n 
with direct access (e.g. private line) with only a small 
increase in the segment charges to pick up the costs of 
protocol conversion. Dial access is more complex. 

Currently dial access is on ly available to informatic n 
service provides (ISPs) o r enhanced service providers (ESPs) 
who market and enhance (provide protocol conversion to) 
PulseLink ' 5 "'. These entities, fo r example BSAN, obtain , and 
are billed for the dial access lines , central of f ice da ta sets 
and asynchronous protoco l access ports from the Company. They 
in turn bill their customers (end users) for the use of the i r 
networks includi ng the costs of the above-mentioned items . If 
dial access is made available to anyone who dials the access 
l i ne number, different billing must be arranged. 

The Company suggested that, if the Commission requires it 
to provide low level protocol conversion , a usage sensitive 
charge should be billed for dial access in addition to the 
increase i n the segment charge for protocol conversion. 

We have not examined any specific r a tes or rate structure 
in the course of this proceeding. Hc wever, we conceptually 
agree with the Company's rate ~tructure suggestions . 
Accordingly, when the Company files its tariff as directed 
above, it should include a rate structure as follows: 

1) For direct terminations add an amount to existing 
segment charges t o recover conversion costs and 

2) For dial-up terminations - add an amount to ex i sting 
segment charges to recover conversion costs and add a 
new usage based element to r ecover the di <sl access 
1 ine, centra 1 off ice data set and asynchro nous access 
port. 

When the tariff is filed we wi ll e xamine the rates 
proposed by the Company. We note that Southern Bell considers 
BSAN's protocol conversion rates to be proprietary. However, 
we will consider the costs and revenues of this service in the 
setting the rates f o r protocol conversion. 

VI. COMPENSATION PAYMENTS 

In the course of the proceeding, the quest ion arose as to 
if the Commission dete rmines that protocol conversion should 
not be regulated, whether any form of payment other than 
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tariffed rates from BSAN t o Southern Bell t o c ompensate 
Southern Bel l for the facilities. services, personnel and other 
advantages that BSAN r e c eives from Southern Bell would be 
appropriate. Having determined above that protoc ol conversion 
shall be a regulated service, we normally would not need to I 
address this issue. However, the previously noted Ninth 
Circuit litioation regarding pro toco l conve rsion may 
necessitate revisiting thi::. i s sue . Ac cordingly, we incl•Jde a 

discussion of this iss ue. 

Initially it should be noted that Southern Bell argues 
that the Commission does not have the autho rity t o impose any 
charge to an unregulated subsidiary other tr1an t he tariffed 
rate elements. In support of its arg ument, the Co mpany states 
that Section 364 . 035, Florida Statutes, requires that all 
charges must be just, reasonable and compensatory for the 
services provided and that the statute does not allow for the 
i mposition of charges that are not i mpo sed f o r s ervices 
rendered. 

The Company furthe r argues that since any additional 
charge wi 11 not be for service rendered that it mus t be a 
c ompensation payment or a surcharge. Southern Bell states that 
compensation payments are usual ly designed to compensate one 
company f or trading on another company's name and reputation, 
i.e. •goodwill." Further, Southern Bell a rgues that t he 
ratepayers are not entitled to a ny of the value of the company 
that is attributable to "goodwill". Public Counsel argues that 
the Commission has the authority to either impute a 
compensation payment from BellSouth Advanced Networks to 
Southern Bell or t o consider the revenues and expenses of BSAN 
above the l ine for the purpose of setting rates. 

We note that we previously held t hat the Commission has 
the authority to require a compensation fee from an affiliate 
of a local exchange compa ny. By Order No. 19839 issued March 
2 , 1988 in Docket No. 870285-Tt. the Commission required United 
Telephone Long Distance (UTLD) to pay a compensation fee to 
United Telephone Company o f Florida (UTF). The compensation 
fee was imposed to compensate UTLD for the intangible benefits 
that it received from UTF . We also note that th~ compensating 
payment issue in the UTLD certification order has been appea led 
to the Florida Supreme Court. The Court will rule on the 
exten t Commission's authority to exact compensatic n from LEC ' 
affil iates or to impute such compensation to the LEes. 

With respect to whether some f orm of compensating payment 
should be imposed on BSAN to Southern Bell i n the event that 
the Ninth Circuit litigation results in a loss of our authority 
to requi rc protocol conversion to be offered on a regulated 
bas is, on the limited record before us we would decline impose 
a compensation payment . Our decision is set forth below. 

I 

Southern Bell takes the position that the imposition of 
royalty payments or additional tariffed rates would severely I 
limit the ability of BSAN to c ompete effectively. As a result, 
the reve nues of Southern Bell would decrease, hence, the 
general body of ratepayers would be worse off. Fi nally, 
Southern Bell's witness DeHaney contends t ha t contribution from 
the packet switching r ates currently in effect is sufficient . 
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Public Counsel takes t he position tha t t he Comm i ssion 
shou l d either impose royalty payments on BSAN or impute the 
revenues and expenses of BellSouth Advanced Networks to 
Southern Bell for the purpose of setting regulated rates . 

In Docket No. 870285- TI. Application of United Te l e phone 
Lo·nQ Distance (UTLD) for Resale Certificate, the Commission 
determined that a compensat i :>·n payment wa s due the regu l ated 
local exc:hange c ompany, Un i ted Telepho ne of flo r ida, for 
intangible benefits received by UTLO as a result of its 
a ff iliatio n with UTF. Those benefits were listed as i nc luding 
bt:.t not limited to M ... use of the United name; use of t he 
United logo ; reliance on the United reputation; immed i ate 
acc~ss t o financing; a nd the abi li t y to capitalize on a 
trai~ed, skilled wo r kforce. M See Order No. 18939. 

The compensating payment is based on a fo r mu l a . The 
paymen t consists of a pe r cent age of the diffe r ence between net 
revenues (gross revenues minus uncollectibles ) and o riginat i ng 
and termi na ting access charges. The amount of the pa yment is 
capped at a speci f ic percentage of net operati ng i ncome . See 
Order No. 18939. 

As discussed previ ously, packet s witching emp loys dig ital 
techno l ogy t o a llow multiple users to share a si ngle d a ta 
transpo r t ci rcuit virtually simultaneo usly. It facilitates the 
transmission of data and the interact i on between computers and 
data bases. Southern Bell currenl ly prov i des packet s witching 
service (PulseLink ' 5 14

' ) pursuant to tariff. BSAN only 
provides protocol conve r sion. It mar kets this service in 
con j unctio n with its marketing a nd resale of So uthern Be ll's 
packet switching . 

This si tuation i s di fferent f r om that found in UTLD' s 
certification proceedi ngs . No ev i dence in this case was 
provided regarding the l ogo of BSAN, the reliance of BSAN o n 
the Southern Bell name, t h e immediate access of BSAN to 
Sou thern Bell f ina ncing , or t he abili ty of BSAN to cap ita lize 
on a tra i ned ski lled workforce. Using the UTLD p roceeding as 
g u i de, the basis for imposi ng a compensation paymen t on BSAN at 
this time has not been clearly establis hed . 

In addit i o n, there art: other signi ficant di fference s from 
the UTLD situat i o n. First, it does not appear that the general 
body of ratepayers currently exerts an ove rwhe l ming demand for 
packet switch i ng and protoco l c o nversion. Witness DeHaney 
stated t hat typica l custome rs mig h t include Dow J o nes, credit 
card verification businesses , IXCs, Tymnet , Telenet and Lexis. 
Customers subscribing to packet switching mus t have a comp uter 
terminal o r some type of acoustic coup l er in order to access 
the packet network. Second, e nd-users that are s ubscr ibing to 
packet switching as a data transpo r t serv i ce would be billed 
direct ly for the service. Howeve r , data base vendors a nd other 
service type p r oviders will have t he opt i o n to reverse bi 11 
usage such t hat their custome r s wi 11 not be bi l l e d e xcept by 
the vendors. Finally, unlike to ll c ustomers who are forced to 
select a carrier thr oug h equal access balloti ng or initia l 
service r equest , packet s witching customers must seek o ut or 
request service. 
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While we agree with Southern Bel l t h~ t compensat i ng 
payments are not necessary in this case, we do not agree t ha t 
simply maintai n ing cost c~mpensatory rates is justification fo r 
not requiring a compensating payment. The i ssue is broade r 
than whether ra t es charged to aff i liates and c ompet i to r s 
C":'"t: c! l r ,.,.., ... .,. ri httt-lnn 

Given the scarcity of ev idenc~. t he c l ear di(ference 
between packet switching and to ll service, t he l imited demand 
for the se r v ice, and the apparent lack of i nterest by 
potentiall y effected parties. we do not find i t approptiate to 
i mpose compensati ng paymen t requirements on BSAN . Shou l d we 
later determine to revisit t he issue of compensati ng pa yme nts , 
we wi l l a l so e xp l o re the t ype of payme nt mechanism t hat s hould 
be used. 

VI I . RATES AND RATE STRUCTURE FOR ACCESS TO PACKET NETWORKS 

One o f t he more t roublesome questions thaL that has ar i sen 
regarding packet switch i ng i s the rate structu re and rate 
levels imposed for access to t he loca l networ k . One suggest i on 
that has been r aised is to app l y switched access charge s t o 
Pu l s e Li nk • 5 " •. This i s based o n the idea that th i s use of 
the l oca l exchange netwo rk i s no dif fere nt from t ha t made by 
other users of exchange access. However, t h is issue is b roade r 
than j ust the PulseLink ' sM • service. For e xample, compan i e s 

I 

such as Telenet and Tymenet a l so ope r ate pac ket swi tche d 
networks. I f Southern Be l l is to impose access c harges for 
Puls eLink ' 5

"
1

, other interLATA packet switched networks I 
s hould have simi l ar charges embodi ed in t heir r ates f o r 
access. Mo re impo r tan t ly . t h is issue is related to the cent ral 
questio n o f whethe r access c harges s hould app ly to da t a 
communications and o the r e nhanced services genera lly . 

The issues o f t he r ate struc tu res and rate l e v J l s fo r 
information ser v i ce features a nd access in terconnection t o the 
local exchange ne twork r ela ted t o t he provis i on of in fo rmation 
se rv i ces are curre nt ly under conside r at i on i n t he ge ne r i c 
I nfo rmat i on Ser v ices Docket (Docket No . 8804 23- TP). Since th i s 
proceeding is designed t o add ress t he access rate q uest i o n f o r 
packet switching as we ll as e nhanced servi ces , we find i t 
appropri a t e to address t his issue i n Docket No . 8804 23-TP. 
Once t he f ull guide ! ines are estab l ished i n t he I n fo rmat i on 
Services doc ket, we will have more c l e a r i ndicat i o n of the 
ap prop r iate rates and st ructure f or access to Pu l seLi nk ' ' " '. 

VIII. INTERCONNECTION RATES FOR NONLEC PACKET SWITCHI NG USERS 

I n t he course of this proceed ing the quest i o n arose as to 
whethe r the ra t es c ha rged by Southern Be l l to Be l lSouth 
Adva nced Networks for access to t he Pu lseLi nk 's"' netwo r k 
s hou ld dif fer from t he r ates c harged by Sout hern Bel l to other 
enhanced ser vice provide r s for access to PulseLi n k' ~ "' o r 
othe r packet swi t chi ng networks. Sou t hern Be l l takes the 
position that charges to BSAN for access to Pu l seLink ' s " ' 
s hou ld be the same as c ha rges to ESPs for use of like 
f acil i ties. However, Southern Bell also be l i e ves that BSAN 
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s hou ld not be required to pay for l oca l loop fac i lities t hat it 
does not utilize. Soul hern Bell argues t hat t he FCC al l owed 
t h is difference in access connection r ates whe n it granted the 
asynchron0us to X.25 waiver order to the BOCs. 

c~~t~cr~ Be! l curren t ly provides PulseLink' s"' directly 
from its central offices. Hence, the Company does not uti l ize 
any lo~al l oop facilities to obtai~ ac~ess to its packet 
network. The only problem with t his is that Southern Bell does 
not des i re t o permit its competi t ors to c o llocate the i r 
serv i ces within t he Compa ny' s cent ral offices. sout hern Bells 
proposal i s to c harge BSAN approximate ly $13.50 per mont h for a 
s ho r t "jumper" a nd its competito r s app roximately $22.00 per 
mo nt h for a l oop to gain access to the packet switching 
network. Southern Bell's witness refer red to this d i ffe·rence 
as a collocation efficiency . 

Col location prob lems are not new to this Commission . Whe n 
developing interLATA s pecial access charges, for e xample, the 
Commission addressed t his p~oblem by ordering t hat anyone 
connect i ng within a half mile of t he central office would pay a 
•no loop• rate i n order to "keep the playing field Leve l. • 
Since a subsidiary of Southern Bell is invo lve d. it a ppears 
that it is even more important to keep a l e vel playing f ield 
than when A.T . &T. was being divested. 

Pulse Linkc5
" ' rates are es t ablis he d in the tarif f and 

should be evenly applied to all those that wish to avail 
themselves of the service. The very purpose of a tari ff is t o 
publicize the rate( s ) to avoid undue discrimination. There 
appears t o be two equitable so lutions to t he problem created by 
Sou thern Bell's proposal; both invo lve charging all takers t he 
same rate . First, everyone could be charged the same rate 
including the loop. This would result in Southern Bel l 
over-recovering revenue on the l oop element because the s ervice 
provided to BSAN costs less tt.an the revenues derived . Second, 
everyone could be charged the s hort jumpe r rate. This would 
result in Southern Bell under recoveri ng on this e l ement. We 
would note, however, that the di fference of $8.00 per line per 
month between the alternatives is relatively small compared to 
the revenues projected in the tariff's supporting documentation . 

While the record does not revea l the level or geographic 
distribut i on of the demand fo r packet switching, it i s logical 
that BSAN wi 11 connect at a ll locations that are pr :>jected to 
have enough packet traffic to support the incremental cost o f 
Southern Bell adding packet s witching to its eXlsting access 
network. The record does indicate that BSAN is the source for 
approximately 85\ of Pulse Link' sc 5

" ' demand. Since 
competitors do no t e njoy Southern Bell' s ne twork 
infrastructure, it is also log ical that they will connect at 
fewer places. If the choice i s to overcollect by charging BSAN 
more at many locations or , alternatively, t o undercollect by 
charging competitors less at a few locations , it appea r s t hat 
the better cour se is to adopt the latter policy. Moreover , it 
does not appear that the la t te r policy will result in Southern 
Bell's provision of t he access loop be l ow its marginal cost. 

It may also be in the best l o ng-run interest of the 
ratepayers to fos ter this service for the fledgling information 
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services industry. In Southern Bell's Rate Flexibility Docket, 
the Commission allowed Southern Bell certain earn1ngs 
flexibility in order that previous disincentives of rate base 
regulation be mitigated. Among these was the disincentive t o 
provide new services. See Order No. 20162 . We believe that I 
charging all customers the same lower rate in this instance 
will Sli'rve to increase the marketability of PulseLink'""' not 
o nly for B£AN buc other customers as well. 

Upon co'lsidecacion of the above, we find it appropriate 
that all customers be charged the same rate for access to the 
Pu lseLink' 5 "' network and that this rate shall be the same as 
the r ate Southern Bell charges for the access that utilizes the 
short "jumper." Wh j le it may encourage greater use of the 
service, this will cause a lesser degree of di~torti on f rom the 
ideal situation where customers were charged exactly what costs 
they cause. 

XI. AVAILABILITY OF PACKET S\'IITCHING 

With the technical advantages that packet s witching 
provides for both information providers and end-use customers 
we are desirous that the avai labi 1 ity of this service he as 
widespread as practically possible. At present , Southern Bell 
provides PulseLink ' s M' in each of its Florida LATAs except 
the Pensacola and Panama City LATAs . The Company has no 
immediate plans to offe r PulseLink'""' in these two LATAs. 
According to the Company, when it performed its initial 
analysis three years ago, it did not find a sufficient market I 
f or the service in these two LATAs. The Company maintains that 
"these customers could still access the service via an 
interLATA private l i ne or by placing a l o ng distance telephone 
call." 

While we would like all Southern Bell customers to have 
PulseLink' 5

"' available to them, we also believe that we 
should allow the Company to deplo y the service based on its 
assessment of the economic viability in a specific location. 
It would not be in the best interest of the rate payers if the 
Company was forced, in all cases, to make investments where 
there was no hope of recovering the costs. 

Upon consideration of the above, we find it a ppropriate 
that the Company be allowed t o deploy the PulseLink' 5

"
1 

service based on its assessment of the economic viability in a 
specific location. However, the Pensacola and Panama City 
LATAs are growing and we expect the Company to periodically 
reevaluate its PulseLink' 5

" ' deployment decision(s) for these 
areas with a view towards implementing the service i n those 
areas . 

X. FUTURE ACTIONS 

As described in the body of this Order we have ordered 
Southern Bell, amo ng other things, to provide low level 
rotocol conversion on a regulated basis. This requires the 
filing of tariffs reflecting our decisions herein. We will 
examine these tariffs in the course of our normal review 
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process. This docket wi 11 remain o pen pending this review and 
any proceedings necess itated by such review. 

Based on the foregoing it is 

ORDERED by the Fl o rida Public Service Commission t ha t each 
and all of the spe::ific findi ngs herein be and the ::arne are 
approved in every respect . It is further 

ORDERED that protocol conversion is s ubject 
Commission's jurisdiction pursuant t o Chapter 364, 
Statutes as sat forth in the body of this Order. I t i s 

to the 
Florida 

further 

ORDERED that protocol conversion sha ll be off~red by 
Southern Bell Telephone and Telegraph Company on a regulated 
basis as set forth in the body of this Order. It is further 

ORDERED that no compensation payments be imposed at this 
time as set forth in the body of this Order . It is further 

ORDERED that the issue of the rates and rate structure to 
be imposed on access to packet networks shall be deferred to 
Docket No. 880423-TP, the Commission's generic investigat i on 
into information servives. It is further 

ORDERED that Southern Bell shall charge the same rate for 
access to the PulseLink' 5

"
1 network and that it currently 

charges for the access that utilizes the short "jumper.• as set 
forth in the body of this Order. It is further 

ORDERED that Southern Bell shall make PulseLink' 5
" 

1 

av ailable consistent with the discussion set forth in the body 
of this Order. It is further 

ORDERED that Southern Bell shall file tariffs t o o ffe r 
protocol conversion consistent with the decisions in the body 
of this Order within 30 days of the date of issuance of this 
Order. It is further 

ORDERED that this docket shal l r emai n open . 

By ORDER of the Flor ida Public Service Commiss ion, 
this 1st day of Marc:h · __ 1_98_9 __ _ 

Reporting 

( S E A L ) 

TH 
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NOTICE OF FURTHER PROCEEDI NGS OR JUD ICIAL REVIEW 

The Flo rida Public Service Commission is required by 
Section 12G.59(4). Florida Statutes, to notify parties of any 
admi ni strative hearing or judicial review of Commission orders I 
.. h ~ .. ; .. ,.,.,.; , ,. ..,,., •Jnrlor Sections 120.57 o r 120.68, Florida 
Statutes, as well as the procedures and time limits that 
apply. This not i ce s houl d not be constru~d to mear. alt 
requests :"or an administrative hearing o r judiciaL review will 
be granted o r result in the relief sough t . 

Any party adversely affected by the Comm i ssion 's final 
ac t ion i n this matter may request : 1) reconsideration ot: the 
decis ion by fi ling a moti on for racons 1de ration with the 
Director, Division of Records and Reporting within fift~en (15) 
days of t he issuance of this o rder in t he form p resc ribed by 
Rule 25-22.060, Florida Administrative Code ; o r 2 ) judlici<ll 
review by the Florida Supreme Court in t he case o f an e lectric, 
gas or telephone utility o r the Firs t District Court of Appel l 
in the case of a water or sewer utility by filing a no tice of 
appeal with the Director, Division of Reco rds and Repo rting and 
filing a copy of the no tice of appeal and the filing fee with 
th.e appropriate court . This filing must be comp leted within 
th.1rty (30) days after the issuance of this order, pursuant to 
Rule 9.110, Florida Rules of Appellate Procedure. The not1c e 
of appeal must be in t he form specified in Rule 9.900(a), 
Florida Rules of Appellate Procedure. 

I 
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