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I. BACKGROUND 

PREHEARING ORDER 

By Order No . 2016.7., issued Octobe r 13, 1988, in Dockets 
Nos. 880069-TL and 870832-TL (the Rate Stabilization 
Proceeding), we ordered Southern Bell Telephone and Telegraph 
Company (Bell) to collect certain revenues, $ 17,114,.7.81 foe 
1989 and $147,743 , 082 foe 1990, subject to disposili o n in 1q89 
when t he company files its next triennial depreciall o n s tudy. 
The orde r states that, if Bell justiCies a ned for adcJit ional 
depreciation e x pense, these re ' enues can be applied t o that 
purpose, but if the need for depreciation 1s no p r o ven, they 
can be disposed of otherwise . 

Usually, a docket to address represcripL1on is no o pened 
until a company files its triennial depLec1ation s tudy. Our 

I 

Staff opened Docket No . 890256-TL on February 17, 1989 , f o r I 
that purpo se because the Off ice of the Pub 1 ic Counse 1 (OPC) 
began its discovery regarding this issue before the antic i pa ed 
study was filed . In Order No. 20850, issued on March 3, 1989 , 
intervention was acknowledaed Cor OPC in this docke . 

On May 12 , 1989 , OPC filed two mot" o ns : the fi r st (the 
Motion to Close) sought to cl o se Do cket No . 8902 5b-TL and t o 
address appropriate depreciati o n cates f o r Be ll in Docket No . 
880069-TL; and the second (the Implementati o n Mo tion) s ought t o 
require a January 1, 1989 implementation date for any new 
depreciation rates and reco very schedules , or in the 
alternative, to refund the monuy held subjec t to dispositio n in 
1989. Bell filed respo nse-; in oppositi o n to bo th o f OPC ' s 
motions on May 24, 1989 . 

On May l, 1989 , Bell filed an updated capital recovery 
schedule (the Analog Schedule) for its analo g sw1tch1ng 
equipment slated for retirement in 1989 , 1990, and 1991, with a 
pro posed implementation date of January l, 1989. A complete 
depreciation study addressing all accounts was fi ! ed o n May 22, 
1989 (the Study) , with a proposed implementation date o f 
January l, 1990. 

On June 16, 1989 , the Florida Cable Television Associatio n 
(FCTA) moved to intervene and filed a request foe hearing. 
Bell responded on July 6, 1989, asking us to deny FCTA's I 
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request for hearing but not opposi ng FCTA "s 
Order No . 21651, issued on August 1, 1989, 
authorized for FCTA. 

intervention . 
inter vention 

In 
wa s 

By Order No. 21941 , issued September 25, 1989, we denied 
the Motion to Close. we further held that Docket No. 890256-TL 
was appropriately opened i n accordance with our normal practice 
deali ng with represcriptions. We found no language in Order 
No . 20162 indicating t hat Bell ' s represcription will be 
considered as part of the Ra te Stabilization Proceeding. 
Rather, that order held open the question o f h01-1 we should 
dispose of potential excess revenues calculated Cor 1989 and 
1990 un til we complete ou r represcription. In Order No. 21941, 
we concl uded that proper deprecia tion rates and recovery 
schedules must be ptescribed before we can deal with the 
revenues being co llected subject to di sposition . A decision on 
the Implementation Motion was deferred until we take fin al 
action on the Study. Fi nally, in Order No . 21941 , we granted 
FCTA's request for a hearing in this Docket. 

In Order No . 22471 , iss ued January 25 , 1990 , the 
Prehearino Officer established the prehearing procedure to 
govern th1s proceeding anJ adopted a tentative list of e l even 
issues to be addressed. On February 16, 1990 , prehearing 
statements were filed by Bel l, FCTA , OPC and our Sld(f . 

II. TESTIMONY AND EXHIBITS 

Upon insertion o f a witness ' s testimony, e xhi bi s appended 
the reto may be mar ked for identification. After oppottunity 
for opposing parties to o b=ect and cross-examine, the document 
may be moved into the record. All other exhibits will be 
similarly ide~tified and entered at the appropriate time during 
hearing. Exhibits shall be moved i n to the reco t d by exhibit 
number at the conclusion of a witness' s testimony . 

Witnesses are reminded that on cross-examtnation, 
responses to questi ons calling fo r a yes o r no answer s ha II be 
answered yes or no first, after which he w1tness may expldln 
the answc r. 
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III. ORDER OF WITNESSES 

Witness Aeeea ci ng For 

Direct 

Prophitt Bell 

Hight Be 11 

Sne 11 ing Bell 

Davidson Bell 

Lohman Bell 

Cornell FCTA 

Mercer FCTA 

Majoros OPC 

Wilkerson Staff 

Wal l s OPC (Host1le ) 

Rebu ttal 

Prophitt Bell 

Hight Bell 

Frame Be 11 

Shumate Bell 

_Q_at&_ 

3/27/90 

3/29/90 

3/27/90 

3/27/90 

I 

_Jss~ 

1 , 3 & 11 & portions oC 
4 & 6 

2, 8 & 10 & port i ons of 
4 , 5 & 6 

7 & portions oC 5 & 7 

5 & 9 

All Issues I A 11 Issues 

The Study and wo 
alternative 
recommendations 

1, 2 I 31 4' por ions of 
5-7 and 1 1 

1, 3 & 11 & poe ions Ol 
4 & 6 

21 8 & 10 & portions o f 
4, 5 & 6 

2 & 6 

2 I 5 , 6 & 7 

I 
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Witness Appearing For 

Rebuttal 

Cor ne ll FCTA 

Mercer FCTA 

Surrebuttal 

Majoros OPC 

I V. BASIC POSITIONS 

Odte Issues 

3/29/90 All Tssues 

All I ssues 

3/27/90 

BELL ' S BAS IC POSI T ION: It is imper aLive that lhe Florida 
Pub l ic Service Commission g r a n t Southern Bell adequate capital 
r ecove r y. Capital recover y provides Southern Bell with thr 
f unds necessary to replace facilities which have reached the 
e nd o f their economic lives , t hus a ll owing Southern BPll to 
continue f u rnishi ng h igh qualit y telephone service to the 
ratepayers of Florida at t he lowest possible cos . The 
co nseque nces of failing to prescribe adequate capi a I recovery 
r ates au severe. These consequences include: an tnflated 
r ate base; a n i nflated earnings requi r ement; a slower calc of 
moder ni zation ; h igher operati ng costs ; degraded scrvicC"; a 
competitive disadvantage vis-a-vis other states 1n atUacLing 
i ndust r y; a nd reserve deficiencies. 

The purpose of depreciation expense is to provide a 
utility a reasonable opportunity for full recovery of prudently 
i nves t ed capital at the rate the capital is consumed. This is 
accomplis hed by ratably allocati ng the cosl of an asset (les s 
ne t s alvage ) over t he economic li f e of the asset. The cost of 
an a s s et is easily dete rmi ned; i t is simpl y the installed 
p r i ce. The pri ncipal d ifficulty a r ise~ in attempting to 
fo r ecas t the economic life of a n asset because the economic 
li f e of t he asset is affected by numerous variables, such as: 
techno l ogical o bsolescence; growth (i.e. facilit y exhaust), 
damage or destruction ; public requirements (i.e. road moves); 
o r mai nten a nce costs . Of t hese factors , technolog1cal 
o bso l escence a nd growth have t he greatest effect upon the 
ma J o r i ty of So uthern Bell ' s plant i n Florida. 

Adv a"lces i n technology have greally affected the economic 
lives of Southern Bell ' s facilities. Dtgital switches have 
r e nde red analog s witches obsolete due o their lower cost per 
access line and greater service capabilities. Advanc~ments 1n 
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fiber optic technology are shortening t he lives of Soulhern 
Bel l ' s copper cables because fiber cables have virtually 
unl imited capacity, better transmission quality, are less 
susceptible to damage from water and lightning, are not 
affected by electromagnetic induction and have lower 
maintenance cost. In addition, the first cost of fiber oplic 
cable and electronics, in the next few years . will become less 
than that of copper for all of Southern Bell ' s outside plant . 
The developments in fiber optic facilittes are especially 
important given that this is the first time a technological 
substitute for copper facilities has arisen s1nce the beginning 
of the telephone industry. 

The Commission recognized the effects of fiber optic 
technology o n Southern Bell's metallic cable accoun s in 1986 
in Docket No. 861618-TL, Order No . 18029 . In ht s Order he 
Commission stated that: 

Increasing installation of fiber optic faclli ies is 
also expected to have an effecl o n the investment on 
these accounts (metallic cable-exchange and toll) . 
To date, fiber optics have been installed in trunk s 
and feeder cable routes wi thin the exchange and 
intraLATA toll areas. The cost of the new technology 
has decreased to the point that it is now more 
economical lo install fiber for these high density 
and heavy usage routes than copper. A ques ion 
remains as to when fiber will be installed as a 
repl acement for copper in the existing distribution 
network. With the exception of broadband data 
services, copper facilities are able to provide the 
same services as fiber facilities. On the ot her 
ha nd , with t he conversion of feeder and trunk r outes 
to fiber, the continued use of copper facilities in 
lhe dis Lribution network may not be e conomical. 

The Commission then found that Sou he rn Bell had J $1 56 . 6 
million reserve de ficiency for the three metallic cable 
accounts because fiber optic equipment had had a "greater 
impact (upon these accounts) than wns projected during the last 
(1983} represcription." 

I 

I 

As explained i n Southern Bell ' s Oeptecia ion Study and in 
the testimony of Gary P.'ght and Gerald Prophitt the cost of I 
fiber optic equ1pment c1ntinues to decrease, thus further 
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s ho r tening the life of the e xisting copper cables. A failure 
to recognize hi s occurrence can onl y result in Curlher reserve 
deficiencies and the severe consequences outli ned above. 

Importantly, contrary t o the assertions of oppostnq 
parties , t he only time Southern Be ll uti lizes any new 
technology is when it is more efficient a nd moce economical 
t han the existing technology. This is the tes Southern Bell 
has used i n the past a nd it is the test Southern Bell wtll use 
in the future. As a res ult, Southern Bell will only p l ace a 
digital switch or a fiber oplic facility when it 1s the most 
economi cal means of providing existing t ariffed services . 
Fi ber optic facilities are nv t be1ng placed in o r der for 
Southecn Bell to provide c able televtsion transport or 
programmi ng or any other broadband type service . However, the 
fact that t hese fa:;ilities, wh ich are t he most eco nomical a nd 
efficient means of providi ng telepho ne se rv ice, also poss\!ss 
the capability of t r ansporting video stgnals is an addttional 
reason supportinq their use. Evecy additional service whtch 
Southern Bell can pcovide o ver t hese facilities represcn s an 
additional soucce of revenue to help Southern Bel l covet 1ts 
commo n cost and help further t he Commission's goal o f un1vcrsal 
se cvice . It would be fiscally imprudent for Sou he rn Bell no 
to use these facilities to provide as many ~erv t C'fi as 
possible, including video services . 

A fiber based digital t~lec Jmmuntcat tons infrastructu re 
wil l be automatic, self-healing , e lepho ne company 
programmable, custome t con t rolled , i ntegrated servtces dtgital 
network , and intelligent. The!#e capabilities will allow 
Southern Bell to provtde " instan t dial tone··, t hu s avotdi ng the 
time and expense o f di spatcring a service technician. rt wi ll 
greatly r educe service interruptions whi c h is extremel y 
i mportant in today' s information dependent society . Il will 
allow So~thern Bel l ' s c u stomers to gain access and cont ro l over 
t he services they need, reductng serv1ce o rder charges and 
enhancing o u r customers ' ability to o btain t he 
telecommunicatton servtces they need. Finally , Southern Bell 
will be l ess dependent upon swi ch ma nufacture rs enabling 1t to 
quickly add new features to tts central o ffice swttches 1n 
order to meet it s customers' needs . All of these bene r 1ts 
result in lower costs a nd greater custome r sat t sfaction. 
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In summary, Southern Bell's Depreciation Study and 
test i mony fully justify and support Southern Bell's 
moder nization p rogram and he proposed depreciation rates. 
These plant moder n izations are the most efficient and 
economical means of p roviding telephone service to the 
ratep ayers of F l orida. I n addition to t heir being the most 
ef fici ent and economical medns o f providing service t hey also 
posi t ion Sou t hern Bell and t he Slate of Florida to offer 
infor mation age services if and when the demand artses. 
Ther efore , t here can be no question bu tha these networ k 
modifications should and must be performed. L t kewtse, there 
can be no question but t hat the deprecia ion rates proposed by 
the Company should be granted a t h 1s time. 

FCTA'S BASIC POSITION : This case is not about whether 
Sou t hern Bell should r eplace t he extsting telephone network 
wit h new technologies. It is free o do so, so long as the 
r isks are appropriately placed. The docket is instead about 

I 

who should finance that r eplacement if Southern Bell goes I 
forward with the p r oposed modifications. Befot e requtring 
customers of existing monopoly telephon services to finance 
(through higher depreciation rates) the construction of the 
techno l ogy which will replace t he facilities that now serve 
them, Southern Be 11 must demonstrate that telephone c ustomers 
wou l d benefit from the substitution through lower costs for 
those existing services, recognizing the cost of the 
undepreciated investment in existing facilities as a cost of 
t he r ep lacement decis1on. Otherw1se, increa s 1ng deprcctatton 
expense would require present monopo 1 y telephone customer;.. t o 
sub sidize the new services which the replacement technology is 
desiqned to make possible in the future. Th 1s ponctple wa s 
not created anew by FCTA; it was articu l ated by this Commission 
in sou t hern Bell ' s 1983 depreciation case (Order No. 12290, at 
4) (Ju ly 22, 1983) . 

Southe r n Bell proposes t o : increase the depteciat1on 
expense associated with existing copper cable by $70 mtllion 
annually on the premise it will be shortly replaced by fiber; 
inc rea se deprecidtion accruals f or exis ing asynchro nous 
ci rcui t equipment by about $ 50 millton annually to reflect 
Bell ' s desire to replace existing facilities with new 
synchronou s equipment ; and increase the depreciation expense 
for recentl y deployed digital switches by $5.5 million per year 
to pave t h e way Cor quick replacement by future generation I 
broadband switches . 
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This broadband Lransfo rmatior wo uld provide network-wide 
c apability f or switched high speed data lcansmi ss ion and fu 11 
motion video . Inasmuc h as the va r, t majority o f customers d o n' t 
need massive data transmissi o n capabi lilies, and t hose few who 
do are well served by presently available DS-3 dedica ed fiber 
pipes or emerging narrow band ISON, tht s broadband 
trans f o r ma tion proposal essentiall y amounts to no hing mo t e 
than a " video strategy," and th strategy i s l o h ave monopoly 
te l ephone customers substdize Southern Bell· s entry into the 
video busi ness. 

Southern Bell h as no t demo ns Lratcd Lhat the economics of 
t he application o f these nE!w t echnologies to e x isti ng monopoly 
te l ephon e services would s ho r ten Lhe economi c lives o f exi sti ng 
equipmen t. Thi s is not: surpClst ng , since Southern Bell needs 
fiber in the l oop t o deliver v1deo , not for bastc t~lephone 
services . Fiber h as co rrectly been deployed in certain htgh 
volume l o nger haul routes , whe re iL i s well su1ted. However , 
fiber in the distri bution portion o f the l ocal loop has 
proceeded only to the stage of earl y. experimen al firlJ 
tria l s . t-1any technica l problems h ave noL been reso l ved; the 
most des irable architect u re has not been settled upon; Lhe 
ultimate cos s are unknown. Even in the feeder po r tton, ftbcr 
has been s hown to be econom1c only in cer tain new growth 
application s , not as a un iversa l replacement f o r existt ng 
copper . 

As with fiber dt s ribution, opt1ca l switches are necessary 
for swit c hed v ideo , not ba sic telephone services , wh ich highly 
t outed, f r esh-ou t-of-the-car t on digital sw1tches no w 
efficiently provide. A new generation of broadband switches 
has not even emerged from t he labo ratory. Ag a1n, costs are 
unknown as i s the timi ng or commercial feasibilit y . 

Sync hro uous circut t equ1 pment is pr oPosed to enhance the 
develo pment o f bro adband standards and advance b r oadband 
evo luti on, not to prov tde ba sic telepho ne serv ices , wh ich are 
transmitted by e x ist1ng async hro nou s equ ipment. Southern Bell 
acknowledge s it has made no s tudi s showtng the economtcs o t 
r eplacing existing async hro nc u s with proposed synch r onous 
technologies . 

It is clear that 
comprise 
ambitions, 

the heart 
and also 

t hese t hree categories o f equipment 
of Souther n Bell ' s broadband/video 
constitute the l ion' s s h u r e of the 
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depreciation expense inc cease sought in the case. Howeve c, the dearth of economic justification for each cannot be cured by the "study ' s" speculative references to the potential for new services . Because the proposals have not been shown to be cost beneficial to customers of existing telephone services, Southern Bell ' s proposals for regula ed roles to fund the speeding up of retirement of its investment in ex1sling copper , digital switches, and circu1t equipment should be flatly 
denied . If Southern Bell elects to proce~d ba sed o n the perceived demand for the new services Bell wants to offer, shareholders, not ratepayers, must bear the ri~k to finance the construction of these new technologies, and the extra costs must be recovered through prices charged for the new serv tces Southern Bell wants o provide. 

Accord ingly, in the context of the current proceeding, Southern Bell's accelerated depreciation request for t hese accounts must be denied. Going forward, the Commtssion must 

I 

also impose adequate accounting requ i remcnts and rev il w I construction plans to ensure that Southern Bell docs no attempt to improper ly shift the risk of speculative broadband/v1deo ventures to the customers of monopoly telephone services in future rate cas~ o r pricing proposals . 

OPC'S BASIC ?OSITWN: Southern Bell's deprLciatton 
proposa l~ vastly overstate its need f or deprccta 1on . The studies 1mplicitly require Sou hetn Bell ' s present regulal< .. d ratepayers to pay for costs caused by Southern Bell's plans lo build a broadband integrated services digttal ne twork (BISDN). Southern Bell believes that BISON reduces the expected lives of today ' s plant, thus resulting i n higher depreciati o n expensc!i 
which it expects to collect from current ratepayers . 

The complny ' s own docume nts show tha i anticipates substantial additional revenues from BISON. By the time those revenues begin , So u hern Bell expects profit or rate of return regulation to no longer exist. The company will therefore be able to keep its CATV transport and i nformatton servtces pro f its (including programming profits). 

The company plans to incur a low level of incremental costs to provide the BISON serv1ces in the future because present customers would pay all of the primary costs (i.e. the investment). Their proposal to collect higher depreciatton I expense now caused by their plan~ to butld a broadband 



I 

I 

I 

ORDER NO . 22725 
DOCKET NO . 890256-TL 
PAGE 11 

i n tegrated services digital network -- mismatches revenues wi h 
costs. ThP. cause o( Southern Bell ' s claimed costs (the 
an tic i pation of BISON service revenues ) should be matched with 
t hf' costs. 

The economic justification submitted by Sou hern Bel 1 Cot 
t he ea rl y retirement of 17 analog switche~ fails to comply with 
t he economic test described by the Commtssion i n its Order No. 
12290 issued July 22 , 1983. Specifically, Southern Bell fails 
to account for t he cost of amortizing remaining investmen in 
its studies. Thei r studies contain other defects 1n addttton 
to thi s basic one . 

The Citizens submit two proposals to t he Commission. One 
assumes the Commission accepts Sou hern Bell ' s c l aim tegard ing 
its ant ici pa ted broadband 1ntegrated servtces dtgttal network 
but r ecognizes that t he cost of that netwo rk should be matched 
to i ts anticipated revenues . Thi s recommendatton resuJ s 1n a 
$ 22 millio n decrease i n Southern Bell's currently approved 
depreci a i on and amortization expense. An altarnative 
recommendation is based upon a traditional analysis ot So uthern 
Be ll ' s depreciation rates and results in a $1 9 mtllton dcctease 
i n Soutnern Bell ' s currentl y approved deprecta 1 0 11 and 
amor tization expense . 

STAFF ' S BAS[ C POSITION: Staff bclJcves that 
c urrently-prescri bed depreci at t o n rat s and r 'COV<:I y scht•du 1 '. 
s hould be rev1sed for those account5 where the c ompany ha s 
f urnished adequate justification for its proposals or wher' we 
have modifica tion s to propose and should be retained for all 
other accounts. Our postlion o n each account LS explatn d 
under I ssue 1. The tmplementation of the r ecovery of analog 
switchers and their asso~iated circuit equtpment which are 
ex~ted to retire in the 1989-1991 period should be January 1, 
198,. The impl ement ation o f new deprectation rates and any 
other amortizati on or recover y schedules should be January 1, 
1990. 
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V. ISSUES AND POSITIONS : 

ISSUE 1: Are Southern Bell' s currently prescribed 
depreciation lives, salvage values, depreciation rates and 
recovery schedules correct, appropriate and reasonable for the 
time period 1989 through 19ql? If not., what changes need Lo be 
made and why? 

BELL: Southern Bell ' s current depreciation rates and recov ery 
schedules are no longer correct, appropriate or reasonable 
because they do not reflect the rapid ra e of technological 
change being experienced by the telecommun1cat10ns 1nduslry, 
the tremendous growth occurriny in Florida, or the Company's 
network plans deve loped in response lherctu . Therefore, 
Southern Bell ' s currently described depreciation rates and 
capital recovery schedules must be revised. 

I 

The recovery schedules and depreciation rates proposed by 
Southern Bell in its Depreciation Study (Exhibit 1 to the I 
testimony of Gerald ProphiL ) must be adopLed Lo allow Soulhern 
Bell adequate capital recovery . These depreciation rates and 
schedules are derived from economic life estimates that are 
based upo n Southern Bell · ~ short-term, mid-term and long - tcrrn 
networ k deployment plans which in Lurn arc based o n customers ' 
needs and technolo gical changes. These plans indica te that Lhe 
economic lives of Southern Bell's metalltc cable fac1lllies, 
analog electronic swilchers, analoc;- related ci rcuit equipment, 
and digital electronic swilches are shorter Lhan the lives 
prescribed in 1986 and must be changed. 

FCTA: The burden is upon Southern Bell o prove Lhe need for 
the changes in depreciation it proposes. The standard it must. 
meet is that which the Commission articulated in 1983: to 
justify replac ing a facility, Southern B~ll must prove lhe 
substitulio n l owers total costs, recognizing the undep rcc1a ted 
rema1n1ng investment in the existing asset as a cost of the 
replacement decisi o n. Otherwise, the replacement techno l ogy 
has not shortened the economic life of the existing facility, 
and to increase depreciation would be to Lequire present 
customers to subsidize the replacement technology. Sou hcrn 
Bell has failed to demonstrate in its current deprec1ation 
study why there should be any c hanges in depreciation acctuals 
for meta l lic cable, digjtal switching, or asynchronous circuit 
equipment . The great bulk of the requested depreciat ion hike I 
is to fund deployment of Southern Bell · s video strategy and 



I 

I 

I 

ORDER NO. 22725 
DOCKET NO. 890256-TL 
PAGE 13 

should not be subsidized by monopoly rates. FCTA is aware that 
othe r parti es have cha l lenged additional accounts and reserve s 
the right to adopt their positions upon f ull review. 

OPC : Southern Bell' s c urre n tl y prescribed depreciation lives, 
salvage values , depreciation ra es and r ecov ery schedules are 
incorrecL, i nappropriate , and unreasonable for thP time period 
1989 through 1991 . The Citizens subm1 t ted two alternative 
recommendations to Southern Bell ' s proposa l. 

The first r ecommendation assumes thal the Commission 
accepts Southern Bell ' s c laim r egardi ng tts anlicipaled 
broadband integraled services digilal nelwork , bul recogntzes 
that t he cosl o f t haL network s hould be matched with he 
ant1ci pa ted revenues from it. Th is recommendaLion results in a 
$ 22 mil lion decrease in Southern Bell ' s currenLly approved 
depreciation and amortization e xpense. 

The alternative recorrunendation is basel o n a Lraditional 
anal y sis of Souther n Bell ' s depreciation rates and results in a 
$19 million decrease in Southern Bell ' s currenLl y approved 
depreciation and amortization e xpense . 

STAFP : With r especL to prorosed depreciaLion caLes, we believe 
thal the company ' s proposed l ives, salvages and r esullanl rales 
for the following accounls are reas o nable and jusltfied: (1) • 
Special Purpose Vehicles, ( 2 ) Additi o ns to Mo l or Vehi cles , (3) 
Tools and Other Work Equipment, (4) Furniture, ( 5) Office 
Equipment, ( 6 ) Computers, { 7 ) Radios , (8) Publlc Telephone 
Equipmen , ( 9) Information Ori gination / Termtnali o n EquipmenL , 
(10 ) Poles , (11) Buried Cable-Fiber , (12) Submarine 
Cable-Fiber, and (13) Condui t . 

We believe that the company has not j ustified ils proposed 
rates f or til~ following accounts due t-o problems with 
investments, r eserves, age distributions and/or funclional 
separation : (l) Bulldings , (2) Ci rcu it , (3) Digital Switch ing, 
(4) Operato r Systems, and (5) Me allic Aeri al, Undetground and 
Buried Cable. For these accounls, we belleve that the 
c u rrently-prescribed rates s hould be maintatned. 

We also believe that the company h as not jusL1 ( ied its 
proposed rates for the remain1 ng acco unls. For the Motor 
Vehicle Account, we believe a 3- year amo r Lizat1on schedule is 
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a pp ro pria t e . For the bala nce of t he accoun ts, we believe the 
fol l owing depr ec i a t ion facto r s and r ates a r e appropriate: 

El ectron ic Ana l og 
Sub. Meta llic Cable 
Ae r i al Cable-Fiber 
Unde r. Cable-Fibe r 
Int ra . Cable-Fi be r 
In tra . Ca bl e-Metal 
Aeria l Wire 

ARL NS Reser~e Ra e 
6. 6 4 40.4 8.4 

13 .3 ( 2) 46.3 4.2 
20 ** ( 5) N/A 5 . 3 • 
16 .7 ( 5) 21.8 5 . 0 
20** ( 5 ) N/A 5 . 3• 
16.4 ( 15 ) 36.8 4 . 8 

5 . 9 (20 ) 106.4 2.3 

**Denotes Average service life 
*Denotes who l e l i f e rate 

With res pect to proposed r ecovery schedules, we believe 
t hat the compa ny· s p roposed r ecovery schedule add ressing 
1989-199 1 p la nned reti r ements of a nalog s witchers should be 
modified to i nclude 1992 p l anned analog switcher retirements as 

I 

wel l as any associated ci rc u it equipment ret1ring du r ing I 1989-1992 . 

ISSUE 2 : What c hanges does Souther n Bell propose to its 
CliCren t netl.•Or k to t r a nsfo rm t he present asynchronous a nalog 
copper netwo rk i n to a sync hro nous d igita l broadband fi ber 
ne two r k u t ilizi ng fiber optics t o the home? 

BELL : It must be emphasized t hat a synchronous digilal network 
composed of f iber optic facil1 t ies is neither i nheren t ly 
broad band nor narrowband . The bandw idth of a t ransm1 ss ion is 
determined by t he e lectronics used . I nitiall y , this network 
wil l be na r rowba nd j ust l ike today ' s copper network . Only 
after dema nd f o r broadba nd se rv ices deve l ops to a sufficient 
l eve l to economicall y j ustify t he instal l ation of broadband 
e lect ronics wi ll s uc h services be general ly deployed. However, 
t here c an be l i ttle doubt t hat pub lic dema nd tor these setvices 
will de velop . 

In o rde r f o r Sou t hern Bell to transfo r m its as ynchronous 
ana log coppe r netwo r k inlo a s ync h ro nous diqital filler network 
it obvio usly must dep l oy such s ync hronous Clfcuil equipmen . 
digital s witches and f1ber optic facilllies. The reason 
southe rn Be l l wishes to deploy these new technolog1es 1s the 
same reason Souther n Bell has de ployed any ne w techno loqy 1 n 
t he past , t hat is , t he new techno l oq y is more effictent and I more economical than th~ e x isting technoloqy. 
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Digital switches are less expensive o n a per line basis 
than analog switches and can provide more services. Digi dl 
switches alleviate the need for costly analog - to-dtg1tal 
conversions when digital loop earner systems are used. Fiber 
op t ic fac ilit i es requ ire less maintenance t ha n copper 
facilities and are less susceptibl e to electromagnetic 
inte rference and damage from corrosion, wa ter and lightn1ng. 
In addition , fiber o ptic cables possess virtua ll y unlimited 
capacity; therefore, additional circuits ca n be deployed 
witho u t placing new cable or dispatching a technician. Thi s 
results in much less maintenance expense and provides a highe r 
quality of service with fewer se rv ice interrupti o ns. 
Synchronous equipment allows Sou t hern Bell the flexibility t o 
use whatever type of equipment is bes t for J particular 
purpose, rather t ha n bei ng tied to a single manufacturer o r 
small gro up of manufacturers. 

All of the equipment described above is needed for 
Southern Bell to provide currently tariffed s erv1ces in the 
most economic a 1 and efficient manner pass i b 1 e . Thes e changes 
wi ll not occur ·overnight." Howeve r, baste eco nom ics and 
in telligent planning dicta t e that they will be 1equaed t o 
serve the needs of Southern rell's ratepayers 1n Fl o rida . 

FCT~: Southern Bell proposes to replace its curt e nl _;o ppc r 
wire disLtibution plant with fiber optic cables , t o replace 
di gital sw1tches wi t h broadband opli c al switching syste ms , and 
t o replace e x isting asynchronous wi th new synchc o nou s ci r cuit 
equipment to produce a universal s witched optical broadband 
network . Southern Bell proposes to significantl y sho rten 
depreciation li ves of metallic cable , circutt equ1pment , a nd 
electrical digital switching f'quipme nt acco unts o effect this 
change-over. In add it ion to these actions, Bell· s broadband 
system wi ll L 1volve other networ k and customer premises 
modificat1 <.. ns of significan t proportion, including depl llymen 
of optical conversion and power dev1ces o n each and every 
customer premise . 

OPC: Southern Bell intends to replace all o f its e x isting 
analog electronic offices with digi tal switches by t he year 
2000 a nd to replace all of its current circuit e quipme n r by the 
year 2003. Additio nally , it proposes to accelerate t he 
repl acement o f its copper cable facilities wi t h fiber optic 
plant so that all coppe r ca b le will have been retired or left 
in place as redundant facilities by 2010 . 
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The economic justification submitted by Southern 
fails to comply with the economic test set forth by 
Commission in its Order No . 12290 issued July 22 , 1983. 
the r atepayers ' vantage point, the company's proposals 
economically unjustified. 

Be 11 
the 

from 
are 

STAff : Southern Bell ' s pro posed changes are detailed in its 
current depreciation study in these locations: 

" Introduction" - pp.4-ll 
"Genera l - ElecLron1c Switching" - page l, pp.J-6 
"General - Circuit" - pp.2-18 
"General - Cable " - pp.6-13 

ISSUE__l: What is the impact of these network plann ing changes 
on Southern Bell's represcription proposal? 

I 

BELL: The network modification plans described in Southern 
Bell ' s Position o n Issue 2 are the principal basis for Southern I 
Bell ' s represcriptio n proposal. These plans result in shorter 
lives for Southern Bell ' s existing plant because the new 
technology is more economical than the old for providing 
telephone service. The resulting shorter l i ves for copper 
plant translate into higher depreciation rates for thal plant . 

.fCTA: The impact of Southern Bell's netwo tk planning changes 
~implement a universal switched broadba nd fiber network, in 
the context o f the c u r r en t case , a moun t to a p p r ox 1m a t e 1 y $ 12 5 
million of the $152 million yearly in expense increases in 
annual depreciation accrual increases for which Southern Bell 
is seeking approval in this case. Accordingly, he short term 
impact of Southern Bell ' s proposal is to increase rates or 
deprive telephone customers of rate reductions or refunds to 
which they would otherwise be entitled , but for Southern Bell's 
broadband v1deo deployment . In a longer term sense, 
prospective financial burdens will be placed o n ratepaye r s each 
year to fund Southern Bell's represcripti o n proposal in the 
form of higher rates or missed refunds. 

OPC: These network planning c hanges i ncrease the cost Southern 
Bell would recover from its present customers. 

The company's planning documents show that if it can 
recover these costs from present customers, it will be able to I 
offer services later at a low levrl of incremental costs when 
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it expects profit or rate of return regulation to no l onqcr 
exist. The company ' s documents show that it anlicipates being 
able to keep CATV transport and o her informati on scrv1ce 
profits because of the scenario 1t foresees . 

STAFF: Possibly $ 50 to $70 mill 1on of the 
$ 211.2 million increase in annual expenses is 
"fiber to the home ." 

Company-proposed 
assoc1ated with 

I SSUE 4: What timetable docs Sou hcrn Bell propose for hc5e 
networ k planning changes? Is this timrtable approprsatc? 

BELL: Southern Bell anticipates that it will have all digttal 
switching equipment by the year 2000 , all synchronous ctrcuit 
equipment conforming to international standards by the year 
2000 to 2005, and all fiber optic facilities by the year 2010. 

It would be incorrect to conclude tha the availabtli y of 
all fiber optic facililies by the year 2010 ts a network 
p lanning change. Rather it is an evolution to an all fsber 
network in which copper cable wi ll be replaced only when it 15 
economically feasible to do so. Copper will no be t"ken out 
of serv1ce before the erd of its useful l1fc. The evolu ton 
will take place gradually, but ccr ainly. 

Svuthern Bell placed its first fiber opttc Lrunk cable in 
October of 1979. A rapid tnnsitton from metalltc facilities 
to fiber facili ties occu rred in the 1nterofficc nctwotk dunng 
the f ollowing three years. By 1983 single mode fiber cables 
were being placed for all new in croffice facility requirements. 

As techno logy advanr;ed and costs dec rea sed, by the 
mid-1980s fiber cable had replaced copper cable as the most 
economic tr <' nsport fac1lity from a central office to a remote 
terminal (th1t is, the feeder porti o n of Sou hern Bell's 
network). Recen developments 1n dig1tal loop carriet 
technology and further decreases 1n fiber opttc equtpment 
pr ices indicate that f1ber will soon become the economtc chotce 
for the transport facillty from a remote tcrm1nal to or near a 
customer's premi se (i.e. the d1stribut1on portton of the 
network). 

Again, it: must be emphasized that the usc of Cibet op ic 
facilities ts not 1tself a netwotk plan, rath~r tt 15 a 
consequence of the ne work strategy hat requires Southern Bell 
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to meet the needs of its customers as eff1c1ently and 
economically as possible. As fiber becomes more economical 
than emb~dded copper , fiber will be subs ituted for copper in 
new installations , replacements for grow h purposes and moves 
and relocati o ns, and ultimately when the copper plant can no 
longer be maintained economicall y . It is an icipated that this 
c r ossov er point will occ.ur in the mid 1990 ' s . This is the 
basis of Southern Bell's forecast that Southern Bell ' s network 
will be totall y fiber by the year 2010. It must be emphasized 
that Sou thern Bell paces the rate of networ k modification to 
align wtth telephone serv1ce economics. 

As explained earlier, analog sw1tching equipment is 
basicall y obsolete and Southern Bell is in the mtdst of 
replaci ng t h is equ ipment with digital switches . The circuit 
equipment associated with the analog switc hes will be replaced 
during t he same time period. 

I 

FCTA : Southern Bell's date of 2011 for replacencr. of copper I 
ts inappropriate. For dist ributi o n, Southern Bell assumed 
"broadband stimulus" would al low it to rf'ac h tha t result-- an 
i r relev ant and speculative consideration. The da e s hould also 
be r ejected f o r feeder. 1n that fiber is u sed there ~urrently 
on l y fo r n ew applications, renderi ng s peculati v e any attempt to 
gauge when it will overcome the economic hurdles involved with 
meeting the replacemen standard. Inasnuch a~ there 1 :s no cos 
e xper tence with ei th . , broadba nd swi ches or s ync hro nous 
equipment , and bot h are clearly driven by broadband , not POTS 
considerations , the pro posed liming is wholl y unsupported anc; 
i napp ropri ate. 

OPC: Sec Iss ue 3 . 

STAFF : The timetable Southern Bell is proposing for these 
network p lanning c h anges is from the presen t to about yea r 
2011. The ime able of about 2020, or the early 20 20 ' s , is 
more i n line w1th the usual indus try estimates of complete 
retirement of the presently embedded metallic dis t rlbu tion 
plant . 

rSSUE 5 : What benefits (e . g., improved network capdbllities. 
new se r v i ce o ffering, l ower costs) are derived as a result of 
t hese proposed netwo rk planning changes? 

I 
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BELL : As explai ned in Southern Bell's response to Issue 2, 
digilal s witches , fiber optic facili ties and synchronous 
circuit equipment all produce co~t benefits as well as service 
quality enha ncements. Digital s witches are superior to analog 
switches , in particular the No. lA ESS , for Lhe following 
reasons: 

1 . The dig ital switch has the ability to interface 
directly with Digital Loop Carrier (DLC) s y stems . 
This eliminates the need for a costly central office 
terminal wh ich is required to provide an analog to 
digital conversion for each DLC-derived loop. An 
analog switch simply cannot do this; 

2. 

3 . 

Eventually, the 1ntegration of digital loop carrier 
with the digital switch will allow the elimination 
of the main distribution frame which will reduce 
maintenance and admi ni stration cosls through the 
elimination of wiring changes due to service orders 
and routi ne or extraordinary ma1ntenance on t he 
frame in general ; 

Dig1tal switches 
maintenance which 
savinqs; 

require less adminis tali o n and 
transla es into force reducL1on 

4. Digital switches can offer more services than analog 
switches , in particular Digital ESSX'm; 

5. ISDN can be provided more economically and 
efficiently throug h a digital switch ; and 

6 . AT&T , the manufacturer of the lA ESS switch, does 
not plan any additional software upgrades , wh ich 
means no additional capabilities will be supported 
and manufacturing economies of scale will be lost. 

In addition to these service benefits it is dlso anticipated 
that t he cost trend for digital switching will o nly be +1% as 
opposed t o +5% for analog switches . 

Fiber optic f acilities require less maintenance than 
copper facilities and are less susceptible to damage from 
corrosion, water , lightning and electromagnetic interference. 
In additio n , fiber optic cable possesses virtually unlimited 
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c a paci ty and , the r efore, add itional circuits can be deployed 
wi t hou t placi ng ne w cable or dispatching a lechnician. Thus, 
fiber optic facilities requi r e less maintenance and provide 
h igher quali ty se r vice with less trouble. I n addition, fiber 
optic facilities do not r equi r e r egene r alors every 5000 feel as 
do meta ll ic f aci l ities . These regenerators must be kept dry, 
ve nt ilated a nd powe red a nd spa re r egenerators maintained in the 
e ve n t of a fa i lure. F i ber o ptic facilities a l so require less 
condu it s pace t han t heir metallic coun terpa r ts a nd, therefor<.!, 
he lp alleviate t he need fo r t he pl acement of additional conduit 
i n o rder to accorrunodate g r owth . Fi nall y , flber optics can be 
r e paired more quick l y and easi ly t han theit melallic 
coun te r parls ( for example , it takes muc h longer to splice a 
1500 pair cable back togethe r a s opposed to t wo fiber optic 
pairs equipped to p rovide similar capacities). 

As explained earlier , fiber o p tiC facilities have sleadi!y 
migrated from t he intC'roffice t runking portion of the network 

I 

to t he feeder portion as t he most cos l ef fecli ve means of I 
p r o viding telephone serv i ce . I n the ver y near future fiber is 
e xpected to expand into t he dislribulion portion of the 
network . Over t he pas few years the capacity of fiber optic 
cab les has d r astically i nc reased while the price of the 
f ac i lities con tinue o decrease. Earl y fiber oplic rates were 
45 megabits per secund (mds ) and were capable of transmi lLi ng 
6 7 2 simu ltaneous telephone conversations over wo f1bers. 
Today, fiber optics can travel at rales of 1.2 gigabi s (gbs) 
a nd a f i ber pair is capable of t r ansmttl1ng 16,128 stmultaneous 
conve r sat i ons . It would take a 1500 pair digital metallic 
c able to p ro v ide t he same ca pacity as t wo fiber optic pairs. 

The p rice of fiber optic cable has decreased precipitously 
over the past few years d toppi ng from 60 cen ls per meter to 20 
cents pe r meter. Du ring t he years 1986, 1987 , 1988, and 1989 
fi be r cab l e p ri ces dec reased 20\ , 10\, 22\ and 5\ resp"clively , 
a n add itional decrease of 15\ is expecled foe t he year 1990 
based o n vendor b1ds Southern Bell ha s recetved tn response to 
a Request fo r Quotes . Fiber optic elec o n ics have experienced 
similar p r ice dec reases. 

Synchrono us network equ ipment will allow Southern Bell the 
f lex ibi l ity to use whichever ma nufactu rer is besL for a 
pa rt i cular purpose r athe r than bei ng req u ired to use a stngle 
or a small g roup of ma nufacturers ' product in o rdet to avoid I 
c ompa ti bility p roblems . 
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As mentioned i n Southern Bell' s Position o n I ssue 2 , a 
moder n network utilizing these facilit ies will be au omalic , 
self-healing, telepho ne company prog rammable , customer 
controlled, ISDN, and tntelligent. These capab1 ltties 
translate into cost savings and h igher qu a l i ty se r vict::. The 
customer will experience fewer service outages, have grC'ater 
control over hi s telepho ne services , enjoy "instant dial Lone" 
and additional service offerings. South~rn Bell will thus 
experience cost savings and will be able to r espond to a 
customer's needs more efficiently a nd e xpedit i ously. 

These netwo rk modifica ti on p lans wlll also help Sou hern 
Bell accommoda t e t he substanttal growth whic h is occurrtng 1n 
Florida in a cost effective ma nr.cr . Over t he past three years 
Southern Bell has added over 600,000 access lines wht ch 
t r anslate into a pproxi mate ly 600 new lines per day. 

Importantly, this netwo rk will allow Southern Bell to 
remain competitive i n the telecommunica tions market and al the 
same time attract bus iness and i ndustry to the s la e. Southern 
Bel l faces competition from interexchange carriers, al ernati ve 
access provide r s , private netwo rks , customer owned netwo rks, 
and fore1gn te lepor t type telecommunications prov tdct s . All of 
these competitors will erod! traditional sources of support f or 
bas i c local excha nge service . New sources must therefo r e be 
developed. The networ k moderniza ion proposed by Sou• hern Bell 
wil l help fill this votd. 

In a simi lac fashion, the Sta e o f Florida competes wi h 
o her states and countries for bu s iness . The quality of a 
state ' s telecommunications in f r astructure is o ne of the key 
fac tors co nsider ed by businesse~ when decidtng where to locate 
the i r operations. 

Local res'dential rates are supported by toll and access 
revenues . Each time a business customer leaves Southern Bell ' s 
network , ei t hee to use a competing network or to re loca tc to 
another state , Southern Bell loses busi ness , toll and access 
revenues . Th i s loss of revenues detrimentall y impacts the 
provtston of basic resident ial exchange setvi~e. A mode r n 
telecommuntca tions networ k will encourage business customers to 
remai n in the state, conttnue using Southern Bell's ne work and 
wil l attract new busi ness and i ndustry l o the State of Florida. 
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FCTA: The only significant network capability o r new servtce 
offering that Southern Bell's broadband network plans would 
allow is the provision of video service. All other known voice 
and data applications can be handled without the untversal 
broadband switched fiber network sought by Bell. In fact, by 
committing so many resources i n the wrong places, Southern Bell 
would jeopardize its ability to meet the leg1L1mate needs of 
its customers. 

Moreover, Southern Bell has failed to demonstrate tha 
replacing existing copper, dig1tal sw1tches , and circu1t 
equipment would lower costs for POTS; the evidence is lhat the 
costs of replacement are unknow'1 but would be very expensive. 
It follows that the new service offerings would also be 
expensiv~ unless subsidized by POTS customers. In this regard, 
it is clear that Southern Bell's envisioned network will be 
much more costly, rather than less costly, for consumers 
resulting in a " fiber to the nch" netwo rk and the econom1c 
exclusion of many ratepayers from the Informat i o n Age allegedly 
sought by Southern Bell. It is no t poss ible f r om the spectfic 
depreciation information presently in the c~cord to ascertain 
the total cost o f Southern Bell's proposed network changes. In 
the context of the current proceeding, however, approximately 
$125 million dollars a year in additional e x penses is h ... 
annual cost added for depreciation accelera ion to 3upport 
Bell's broadband program. It is clear, tha current telephone 
ratepayer~ should not be burden~d with he cost and associated 
ri s ks of such a deployment strategy . Ralher, those future 
ratepayers that will actually uti 1 ize the broadband services 
should be required to pay for those services. Any dep l oymen 
of t he new broadband netwo rk should be funded in th• interim by 
Southern Bell shareholders who must appropriately bear the risk 
associated with this new and risky venture. If the Commiss1on 
fails to prov1de proper safeguard mechanisms to address these 
concerns, current ratepayers will be asked to fund rhrough 
higher telephone rates deplo yment o f network capabil iti es which 
they may neither need nor want . 

OPC: Acco rding to Southern Bell ' s documents, the benefi~ 
resulting from the proposed network planntng c hanges 1s to g1ve 
the company the ability to provide CATV transport a"ld other 
information serv ices at a low level of incremental cost in the 
future when it foresees it will no longer be tied to profit or 
rate of return regulation. 

I 

I 

I 
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STAFF: The pro posed ne t wo rk planning changes offer t he 
benefits of improved networ k capabililies, new s ervi ce 
offerings, and lower costs . Fiber cable o ff e r s i mpro ved 
ne lwork capabilities by offering hi gh-speed transmission wi lh 
hi gher speed upgrades as needed as well as increased capacity. 
Fiber allows new service offeri ng s through the tr ansmission 
capabilities for broadband services . Lower costs due to fiber 
cable are through the ease of installati o n due t o its sma ller 
s ize, the ease of maintenance with a highe r qu a lity o f serv ice , 
and t he need for fewer regenerato rs . Digilal switching 
provides improved netwo rk capabilities through its immediate 
connectivity and modular upgrades. Dig ita l swi c hi ng ha s 
greater flexibili t y with softwa re installalion to o ffer new 
services (~, Di g1tal Essx, ISDN, Ligh tGate , and 
SynchroNet). The digital switching modularity and self-healing 
and self-diagnos t ics for ease of maintenance l ead Lo l ower 
costs . 

ISSUE 6 : What are the antic ipated total costs of these 
pro posed changes? How would or sho uld t he cur r ent ratepayers 
be affected? How would or s hould fu ure ratepdyers be affected? 

BELL : At thi s time it i s not possible to calculate Lhe total 
costs o f i mpl ementi ng the ne t wo rk modification plans described 
in Sou t hern Bell' s Sludy and its testimony. The equipment 
wh ich will be placed in Lhe fu tu r e and the cosl of such 
equipment cannot presentl y bn determi ned . It musl be 
r emembered thal the netwo rk is not static; it i s always 
growing, wearing oul or being relocated . Over t he ne x t sever al 
decades all of t he curre nl pl ant would have been replaced 
anyway with copper . Now , however , with the demonstrated 
quali ties and economy of fiber, instead of usi ng copper t he 
Company will use fiber. Based upo n current cost t r e nds , it is 
safe to say that subsli tuling fiber f or copper wi ll 
significant ly r educe the cosl o f t he network from whal it would 
othe rwise have been in 2010. 

As explained earlier, digital s w1 tches offer s ubstantial 
cos t savi ng s over anal og switches. There fore , the cos l of 
transforming an analog central office i nto a digital central 
office will be less than the cost of continuing o use t he 
ana log s wi tch t o provide telephone se rvice. Similarly, a s 
sta ted i n Southern Bell's Position o n Issues 2 and 5, Southern 
Be ll will no t deploy f iber optic fac i lities unt i l they are more 
economic than e xisti ng copper faci lities for the provision of 
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te l ephone service . Thus, when fLbcr opttc fac1litic s are 
dep l oyed, the cost incurred to do so will be less than the cost 
of using copper facilities . With the approval of International 
t ransmission standards , all of the wo r l d · s telecommunications 
equi pm11 n t manufactu r ers wi 11 produce equipment that conform to 
t hese standards . Thus, future SONET compatible ctrcuit 
equi pment will cost less t h dn asynchronous circuit equipment. 
As a result , although an e x act cost cannot be calculated the 
tot a l cost will be less than the cost of continu1ng t o serve 
Flor ida · s ra epayers using exist1ng technology. 

Both c ur ren t and future ratepayers wtll bencftt from these 
ne twork modifications because the netwo rk wtll have been 
constructed to provide all presen l y tartUed serv1ccs in the 
most ecomonical manner possiblC' . rt is imperative that the 
depreciatio n rates p r escribed by thts CommlSSlon reflect the 
effect of these networ k modiftcations o n h " e xi sti ng plant. 
Failu re to do so will result in an inClatcd rate base. 1nflated 
ear ni ngs requirement , a slower rate of moderruzatton, higher 
operating costs , substandard scrvtcc, place Florida at a 
co:npe itive disadvantage vis-a-v1s ot he r s ates in at racting 
business and industry, and reserve def1ci •ncics whi c h cause a 
f uture generation of ratepayer s to pay tot the cos o f assets 
con~umed by a p r evious g~ncrati on of ratepayers. 

FCTA : In the context of the curren pr orcPding , th Southern 
Bell proposed network changes wou ld res ul tn a apptOXlmately 
$ 125 million per year in inc,eascd depreciation expense 
associated wilh existing i nvestment. The purpose is to enable 
t he r eplacement by new technologies which are not proven to be 
cost effective for POTS. There are also enormous but as yet 
unquantified costs associated w1 h construction and plant 
deploymen t not direclly induded in the pending depreciati on 
represc r iption . Current ratepa yers arc being a s k ed o 
subsid ize and fund Southern BelJ • s depl o yment of future 
b roadband services . The Commission should assure hat 
telepho ne ratepayers do not pay for Southern Bell·s strategy 
foe entering the video bustness , and the deprectat1on requcs 
s hould be denied. Southern Bell·s sha reholde rs should pay fot 
t he r e p lacemen t or the currently more than adequate telephone 
net~ork, and rates f o r new serv1ces made possi ble by the new 
netwo r k con figurati o n should be set to assure ful l '"ccovcr y of 
al l r e l ated i nvestments and expenses tn deploy tng those 
c apab i li ties. Those future ratepayer s using t hose future 
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non-basic telephone services should pay for Lhose services tn 
future rates; curren basic telephone customers should not foot 
the bill. 

OPC : Southern Bell's deprec1ation study proposes a $1 74 
million i ncrease in depreciation expcns' resulting pcimaci ly 
from changes in depreciation believes. IL includes $98 million 
o( additional amortization relating to iLs 1989-1991 analog ESS 
retirement plans (including the related cHcuiL retiremcn s) . 
Much, if not all, of he increase can be directly allrtbuted Lo 
Southern Bell ' s anticipation of revenues to be derived from 
services which can onl y be provided by a broadband integrated 
services digital netwo rk (BISON). 

The Commission should rna tch the cosls caused by Sou the c n 
Bell's plans wtlh the revenues it an icipatcs . 

STAFF: The to La 1 cos Ls of p roposcd changes to i mprovc the 
capabi lities of the network arc nol known. Both current and 
future ratepayers must bear the cost of the network to the 
exlenl of their benefits from the network. Those benefits and 
associated network allocations should be de ermi ned at a t1mc 
when ea~nings are determined. 

ISSUE 7: After weighing the anticipated 
these proposed network planning changes, 
depreciation rates proposed by Southern 
necessary? 

costs and bene( i Ls of 
arc Lhe chang•s in lhc 
Bell apptopnate and 

BELL: The information contained in Southern Bell's t:csl1mony 
and its 1989 Depreciation Study conclusively establishes lh<:~t 
the network modifications and improvements proposed by Southern 
Bell are the most economi~Jl means o f providing Southern Bell's 
existing tariffed services. The deprect ation rates and 
recover y scuedules proposed by Southern B~ll accurately reflect 
the et feels these modi C i cal ions and improvements wi 11 have on 
Southern Bell's existing asses and must be adop cd . 

As explained in t he Company ' s Position on Issues 2 and 5 , 
the replacement of analog swttches with digttal switches and 
coppe r cables with fiber optic facilities is he most 
economical means of providing the teleco.nmuntca ions 
infrastructure required Lo meet the needs of the ratepayers of 
Florida. 
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Importantly, while Soulhcrn Bell's netwo rk modification 
plans a nd depreciat ion studies are not based upon a desire to 
provide cable TV transport OL information services, the fact 
that these facilities are capable of providinq broadband 
se rvices are further justification f or their deploym~nt as 
potential prov iders of signif icant contribution to the support 
of telephone service. Southern Bell will continue to modernize 
its network and place facilities in order to prov1dc telephone 
service as economically as possible. The fact that thPse 
facilities can also provide a platform for future services, 
adds even more value to the overall network. Thus, the 
benefits of substituting fiber for copper and digital switches 
for analog switches outweigh the associated costs and the 
dcprccia 10n rates and recovery schedules proposed by Southern 
Bell are appropriate and necessary. 

I 

FCTA : No . Until Southern Bell demonstrates that total 
costs--including a ny undepreciated investments in e xisting 
equipment--would be lower for POTS with replacement, Sout hern I 
Bell should not be allowed to increase regulated telephone 
rates through depreciation acceleration to fund its proposed 
broadband/video network. The added costs and risks associated 
with Southern Bell ' s foray inlo broadband video delivery should 
be placed o n the shoulder of the shareholders and not the 
telephone ratepayers. Southern Bell ' s current depreciation 
rates are appropriate and adequate to provide telephone service 
to i s customers in Florida. Higher depreciation should no be 
used to finance Bell's proposed forays i n to new bustnesses, 
where those ventures are not cost effective for telephone 
customers. 

OPC : No . The Commission should malch the costs with 
ant icipated revenues . 

STAFF: Many o f the changes proposed by Southern Bf' 11 have no 
bee n supported or justified. Other ch1nges proposed appear 
appropriate. Sec our position on Issue 1. 

ISSUE 8: If Southern Bell fails to demonstrate that its 
proposed broadband network modif1cations are cost effective for 
providing POTS, s hould the Commission institute accounting and 
ratemaking treatment to monitor subsequent investments in a 
synchronous digital fiber broadband netwo rk ut1lizing fibet 
technology? If so , what accounting and ratemaking treatment I 
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s hou l d be instituted, and to what e x tent should 
customers bear the cost of s uch investments in 
depreciation a nd/or ratemaki ng decisions? 

telephone 
subsequent 

BELL: As fully e xplai ned in Southern Bell's Positi on o n Issues 
~and 6 , t he network modifications proposed by Southern Bell 
are t he most economical means of p roviding telephone service. 
Therefo r e , t here is no need for t he Commission to i nstitute any 
accounting and/or r a te ma king t reatment t o monitor subsequen 
investments i n t he facilities d i scussed above . 

As explained ea r lier , the network mod1fications proposed 
by Southern Bell are not being made i n order to provide 
broadband services. The reason Southern Bell must make these 
netwot k modifications is to meet its franchise service 
ob ligations as economically and efficiently as possible. The 
pl acement of digital switches and fiber optic equipment dues 
not insta ntly produce a b roadband netwo rk . Fiber optic 
faci l i t ies and digital central offices are not inherently 
broadband . I n1tially, the network will be narrowband just li ke 
t oda y ' s copper network. Only after the demand for broadband 
services develops to a sufficient level to economically justify 
t he in~ta l lation of incremental broadband electron ics , will 
they be generally depl oy~d. 

However , the fact that these facilities possess the 
c apability to expand to broadband services is just another 
reason why it is prudent for Southern Bell to install them 
now . Fibe r optic facilities are cost effective for prov id ing 
tele phone se r vice a nd t hey have the fle xi bility and capacity to 
provide broadband services as customer demand qrows . The new 
services t hese facilities will allow Southern Bell to provide 
will generate addilional revenues to help Southern Bell cover 
its commo n costs . 

FCfA: Yes, that demonstration is a prerequisite t o the 
imposit i o n of higher depreciatio n expense assoctated with 
exi s t i ng facilities on monopol y service ratepayers. Absent 
such a s howing, t he danger exists hat Southern Bell toa y again 
attempt to force telepho ne customers t o subsidize those 
i nvestments , as it has done in t his case. The Commission 
s hould institute accounting and ratemaking systems to track and 
ass ure t hat i nvestments i n switched broadband network 
capab i l ities are t horoughly identified and segregated. Th is is 
necessary to assure t hat basic telephone rates and regulated 
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operations do not fund s uch aclivi t y and to assure that the 
rates ultimately charged by Sou horn Bell f o r the provision o( 
broadband network capabiljties are pr iced to recover their full 
costs a nd overhead. The Commission should require Southern 
Bell to prov ide a detailed accounting of all present and Cuture 
planned investments and e xpenses related to deployment of a 
synchronous dig ital fiber broadband network which should be 
available for inspection and use by the Commi ssion and affected 
parties on an ongoing basis. Customers should pay, through 
depreciation, prices for services and re turn o n ratebase no 
more than the most cost effective means of s upp lying their 
needs. Extra costs must be paid for by new servtces or 
absorbed by stockholders . 

OPC : Yes , the Commission s hould institute accounti ng and 
ratemaki ng treatment to monitor subsequent investments i n a 
synchronous digital fiber broadband network. The Commission 
should adopt t he accounting requirements described in the 
prefi led testimony of Dr. Nina W. Cornell . 

STAFF: The current accounting s ys em and records provide fot 
the accumulation of adequate investment and expense data on 
wh ich the Commission can ma ke future decisions . The ratemaking 
treatment should be decided in an earnings proceeding. 

I SSUE 9: How is the term "plain old te lephone service· (POTS) 
to be def i ned Cor the purposes of t h is proceeding? 

BELL : For the purpose o( this docket, the term .. POTS .. should 
be defined to mean e xi sti ng tariffed telephone service provided 
by Southern Bell , in contrast to the normal concept of POTS as 
simply an access line. Southern Bell is required to provide 
it s tariffed services to all customers o n demand, to the extenl 
Southern Bell has facilit1es availab l e to do so. Thu s, 
Souther n Bel l must construct its network t o provide all of 
these serv ices , in the aggregate , as economicall y as possible. 
It s hould be emphasized that the definition of POTS is evolv ing 
and expanding t hroughout Souther n Bell's reg i on, and around the 
world , as customers demand additional services. 

o ld telephone service for purposes of this FCTA: Plain 
proceeding, 
communicatio ns. 
FCTA' s pos ition 
new services . 

is ubiqui tous two-way switched voice 
However , in terms of preventing substdization, 
is that existing services should not subsidize 

I 
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OPC : "Plain old telephone service " need not be defined Cor the 
purpose of this proceeding. However, it could be defined to 
include those regulated services of Southern Bell likely to 
r emain regulated over the remaining life of Southern Bell's 
current assets. 

STAFF: We do not believe that the definition of "plain old 
telephone service" (POTS) is necessa ry in this proceeding in 
order f o r the Commission to represcribe this compa ny' s 
depreciation rates. 

ISSUE 10: Are Southern Bell ' s plans foe ret1ring certain 
central office equipment within the 1989-1992 period prudt::nt? 
Ace the 1989-1992 planned addit1ons for the cen ral off1ce 
equipment which are scheduled Cor retirement du11ng hi s same 
time period prudent? 

BELL: Yes. When it becomes necessary to expand o r replace an 
existing analog central office Southern Bell ha s basically 
three choices: 1) expand the existing analog swi ch; 2 ) employ 
a "digital cap··; o r 3) replace the analog sw1Lch wtth a digital 
switch. As stated in Southern Bell's Position on I ssues 2 and 
5, a dig1t 1 switch offers subslan 1al cos savings ove,.. an 
analog switch , can provid~ all of the services presently 
o fferud by an analog sw1tch and can offer numerous new 
services . Thu s , when faced with the choic~" of exp1nding the 
analog switch or rcplactng it with a dtgttal switch the 
economically prudent decision is replacement. Southern Bell's 
economjc analyses are developed o n a case - by-ca se basis to 
insure that the appropriate choice is made. 

A ltho ugh the placement of a digital cap (i.e. place a 
digital switch along side an ~xisti ng analog swi tch and let Lhe 
digital switch handle new growth and demand) has superfic1al 
appeal, there are a number of penalties which occur in he 
management of a dual entity central office whi ch cause his 
solution to be uneconom1c. The advantages of digttal sw1tches 
cannot be fully implemented t hroughout the c~ntral office and, 
therefore, sign1ficant savings are not realized. In add1ti o n, 
Southern Bell must maintain two separate technotogies in th<.:: 
same central o ffice. The maintenance expen se and servtce 
di sadvantages associated with this situation make Lhe use o f a 
digital cap imprudent . 
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As a result , the analog central otfices Southern Bell 
plans to retire during the 1989-1991 time ftamc are prudent. 

FCTA: Any retirements or additions geared to depl o yme n of a 
fiber broadband digital network should not be con~1dered 
prudent for basic telepho ne service and should not be reflected 
i n regulated rates, including underl y ing depreciati on rates. 
The Commission should identify those port ions of the p reposed 
additions and retirements in this category and disallow any 
such actions for ratemaKing purposes. 

OPC: Southern Bell has not shown these retirements to be 
prudent . Its 17 studies contain flaws i n desig n so fundamental 
that the result s provide no basi s to decide for or agatnst the 
early replacement of the analog switches study. 

I 

The effect of the identifiable, conceptional, and material 
flaws in the studies biases the results 1n favor of early 
replacement of the analog switches. It 1s probable that I 
properly conducted discounted cash flow analyses o f the early 
replacement of the 17 switches would demonstrate that the 
economics do not favor ea rly replacement of most , 1f not all, 
of the 17 swi ches . 

the 
Southern Bell ha s not mel 
Increased amorltzation it 

its burden of p1oof suPporting 
wi shes to impos j upon its 

ratepayers . 

STAFF: Staff considers Sou hern Bell' s plans for the 
retirement and addition of central office and circuit equipmen 
fo r 1988 to 1992 as prudent. 

ISSUE 1 1 : What shou ld bL the 1mplementat1on dale of J ny 
r evised depreciat1on rates and recovery schedules? 

BF.LL: The implementatio n dates 
and capital recovery schedules 
Southern Bell in its May 1, 1989, 
the Comm1ssion . These dates are 
l, 1990, respecLively. 

of revised depreciation rates 
should be those proposed by 
a nd May 22, 1989 fllinqs with 
January 1, 1989, and January 

FCTA: The implementation date o f any revised schedules a nd 
r ates should be based on the need for greater expense rather 
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than tied to the amount of money held subject to 
Docket No . 880069-TL. Therefore, the appcopriale 
date for any c hange is January 1 , 1989. 

refund in 
effective 

OPC : Janua ry l , 1989. 

STAFF: A January l , 1989 implementation dale is appropriate 
for the recovery schedules relating to analog s witchers and 
their associated circuit equipment which a r e projected as 
retiring in the 1989-1991 period. Implementation of new 
depreciation ra tes, and any other amort1zation or recovery 
schedules , which are justified as being appropriate s hould be 
as o f J anuary l , 1990. 

VI. EXHIBIT LIST 

Witness 

Prophit t 

Preferring 
Party 

Bell 

Exh. No. 

HGP-1 

HGP-2 

HGP-3 

HGP-4 

HGP-5 

HGP-6 

HGP-7 

Title 

Southern Bell's 1989 
Study 

Analog 
SwHchi ng 

Capital 

DepreciaLion Ra c 
and Revi sed 
Electro nic 
Equipment 
Recovery Schedule 

Summary-Pr incipal 
Findings o f Soulhetn 
Bell ' s Deprecia ion Sludy 

Summary-Principal Rea sons 
For Revisi ng Deprecia ion 
Rates 

Flor1d1 Reserve Ralios 

S-Shaped Learning Curve 

Re nsse laer 
Inst1tute 
Analysis 

Hough CharLs 

Polytechn1c 
Fisher/Pry 
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Witness 

Prophitt 

Pro fer ring 
Par t y 

Bell 

Staff 

Exh . No. 

HGP-8 

HGP-9 

HGP-10 

HGP-11 

HGP-12 

HGP-l3 

HGP-14 

HGP- 15 

HGP-16 

HGP-17 

HGP-18 

Title 

1979 Fi s her/Pry 
Substitulion Model 

1980-1989 Substitution of 
Electronic for 
Elect romechanical 
Switching 

Reported Reuse Sa 1 vage As 
A Percent of Reported 
Gross Salvage 

Repo rted Salvage Adjusted 
By Extracting Est1maLed 
Reuse Salvage 

Composite 
Salvage 

EquivalenL 
Eco nomic 
Amortization 
Unamortized 
5 Years and 

Future Net 

Current 
Effect of 

an 
Balance Over 

Over 10 Years 

Bell ' s Supplemenlal 
Response to Staff ' s 
Inte r rog . No . 12 

Bell ' s Respo nse t o 
Staff ' s tnterrog . No. 15 

Bell's Respo nse to 
Staff's I nterrog . No. 27 

B~ll 's Res ponse to 
Staff ' s Interrog . No . 29 

Ps. 1-3 of 
Response to 
Interrog . No . 30 

Bell's 
Staff ' s 

I 

I 
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Pro fer ring 
Witness Party 

Prophitt Staff 

Exh . No. 

HGP- 19 

HGP-20 

HGP-2 1 

HGP- 22 

HGP-23 

HGP-24 

HGP-25 

HGP- 26 

HGP- 27 

HG P-28 

HGP-29 

HGP-30 

495 

Title 

Bell ' s Response to 
Staff ' s Interrog. No. 32 

Bell's Response to 
Staff' s Interrog . No. 34 
A, B, c . D, E & 
Supplemental Response to A 

Bell· s Response to 
Staff ' s Inter rog . No. 35 
A, B, c , D 

Bell's Res pons e to 
Staff's Interrog . No . 36 

Bell ' s Res ponse t o 
Staff ' s Interrog. No. 38 

Bell · s Response to 
Staff's Interrog. No . 40 

Bell ' s Response to 
Staff · s Inlerrog . No . 43 

Bell ' s Response to 
Staff's Inlerrog. No . 44 

Bell · s Response to 
Staff's Interrog. No . 45 

Be 11 • s Response to 
Staff· s Interrog. No. 48 

Be 11 · s Response to OPC 's 
Inte r rog. No. 1 

P . 27, "General Cable 
Narra tive,• of Be 1 1 · s 
1989 Interstate 
Depreciat ion Study filed 
wi th the FCC 
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Wi tness 

Prophitt 

Hight 

Proferring 
Party 

Staff 

Bell 

Exh. No. 

HGP-3 1 

HGP-32 

HGP-33 

HGP- 34 

HGP-35 

GWH -1 

GWH -2 

GWH -3 

GWH -4 

GWH -5 

Title 

Technology Futu res , 
Inc.: "Technological 
Substitut ion in 
Transmission Facilities 
for Loca l Communications" 

Late-Fi l ed 
Exhibit No. 1 

Late-Filed 
Exhibit No. 3 

La te-Fil ed 
Exhibit No . 4 

Portion of 
Late-Filed 
Exhibit No . 1 

lAESS C.:>sts 
2BESS Costs 

Dcpos i llon 

Deposition 

Depos1tion 

Frame·s 
Deposition 

Rat i o of l AESS to Digital 
Ratio of 2BESS o Digital 
Development of Ratios of 
Line Cost Ba sed o n Costs 
per Line (4 pages ) 

BellSou t h Mai n tenance 
Cost Models for Local 
Switching Systems ( 8 
pages) 

Annual Ma i ntena nce 
Development 
Main t e na nce Rati os 

Ratios 
of 

Present Worth of Fu ure 
Amou n t 
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Wi t ness 

Hight 

Frame 

Dav idson 

Proferring 
Par t y 

Bell 

Staff 

Bell 

Bell 

Exh. No. 

GWH-6 

GWH-7 

GWH-8 

GWH-9 

GWH-10 

MGF-1 

MGF-2 

f'\GF -3 

t.,GF-4 

WHD-l 

WHD- 2 

WHD-J 

____ Titl~ 

Documents Produced for 
Inspection by Public 
Counsel i n FPSC Docket 
No . 890256- TL 

Bell' s Response t r 
Staff ' s Interrog. No. 39 

Bell's Res ponse to 
StaCf' s Interrog. No. 41 

Bell's Response to OPC's 
Interrog . No. 6 

Bell's Res ponse to OPC's 
I ntcrrog . No . 24 

Asynchronous Central 
Off ice 

Fiber Center Using 
Fi berwo r ld 

Northern 
Commi tmcnt 
Home 

Telecom's 
Cor Fiber to 

Portio n oC Late-Filed 
Deposition Exhibit No .1 

Network Evolution 
Custome r Services 

Depreciat1on 
Lives 

Rates 

and 

and 

Capital Expenditures Per 
Access Line 
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Preferring 
Wi t ness Pa rt~ 

Lohman Staff 

Lohman Sta f f 

Exh . No . 

TFL- 1 

TFL-2 

TFL-3 

TFL- 4 

TFL- 5 

TFL-6 

TFL-7 

TFL-8 

TFL-9 

TFL-10 

TFL-11 

I 
Title 

Bell ' s Supplemental 
Response t o Staf f ' s 
Interrog. No. 12 

Be 11 · s Response to 
Staff ' s Interrog . No. 14 

P. 1 of Be 11 · s Res ponse 
to Staff ' s I nterrog . No . 
17 

P. 1 o f Bell · s Response 
to Staff ' s I nte rrog. No . 
25 

P . 1 of Bell's Response I t o Staff's Interrog . No . 
26 

Be 11 · s Response to 
St a ff ' s POD No. 6 

Bell · s Response to 
Staff ' s Interrog . No . 34 
A, B, c , D, E & 
Supplemental Response to A 

Bell· s Res ponse to 
Staff's Inte rrog . No . 35 
A, B, c . D 

Bell · s Response to 
Staff' s rnterrog . No. 47 

Late-filed Deposition 
Exhibit No . 1 

Ps. 1 & 2 of Bell ' s 
Res ponse to Staff ' s 
Interrog. No. 22 
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Witness 

Cornell 

Maj o ros 

Wilkerson 

Proferring 
Party 

FCTA 

OPC 

Staff 

Exh . No. 

NWC-1 

NWC -2 

NWC-3 

MJM-1 

MJM-2 

MJM-3 

Title _____ ::...;::....:::..;:..:._ -- --
Biography of Nina 
Cornell -Di reel 

W. 

CATV Business 
Direct 

Plan 

Hypothetical Taxicab 
Example - Rebuttal 

Two page letter 
from Southern 
through discovery 

obta1ned 
Bell 

Depreciation s udy of 
Southern Bell's prope r ty 

Review 
Southern 

and 

discounted cash 

Analyzes 
Bell ' s 

flow 
of 
17 

(CUCRIT) stud ies 
retirement plans for 
analog switches 

Append i x A Education 
Background 

Work 

MCW-1 Bell's 1983 IntraState 
Depreciation Study: P.6 
General O.S.P. narrative, 
P.3 , Ae r. Ca . Exch, P . J 
U.G. Ca. Exch, P.J Bur. 
Ca . Exrh, P.8 General 
O.S.P. narrat ive , P.ll 
Aer. Ca. Exchl P.8 Aer. 
Ca. Toll, P. lO U.G . Ca . 
Exr.h I P. 8 U. G. Ca . To 11 I 

P.9 Bur. Ca. Exch, P.8 
Bur. Ca. Toll 
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Witness 

Wilkerso n 

VII. 

Preferring 
Party 

Staff 

Exh . No. 

MC\-1-2 

MCW-3 

MCW-4 

_____ T::...;l::...;. t 1 e 

P.4 of the Executive 
Summary of ·· s atus of 
Competition in the 
Telecommunicattons 
Indust ry," a repor t to 
the Florida Legisl at ure 
by the Commission datec 
Decembe r 1, 1989 

Analog Swi chers Retinng 
in 1989 

C1rcu1 
Projcc .~d t or 
wi lh Ana l og 
(1990-1992} 

Equipmen 
Rc 1rcmcn 
Sw1tch C'" 

Bell , FCTA, OPC and ~ta ff are not aware of any issues that 
have been stipulated aL this Lime. 

VII I. 

(1} On January 26 , 1990 , OPC submitted the Testimony of 
Michael J. Majoros, Jr., and Exhibits MJ M-2 and MJM-3 to that 
testimony wh ich contains information classified a s con fidentia l 
by Orde r No. 22116 , issted October 31, 1989 . These three 
documents were ass1gned Documents Nos. 8 15-90, 816- 90 and 
817-90. On February 13, 1990, OPC s ubmi tted cor reele d pages to 
t hi s tt:!stirnony and t o these exhibits, and we assi4ned t hem 
Documents Nos . 1403-90 and 1404-90, respectively. At the 
Prehearing Conference o n March 5, 1990, OPC moved Lhat Bell be 
compelled to request confidentiality of those porti o ns of hese 
documents for which Bell believes s uch treatment is 
a ppropriate. The Prehearing Officer deferred a rullng o n hi s 
moLion until an attempt is made at the hearing to introduce or 
discuss this material. 
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( 2 ) On January 26, 1990 , FCTA subm1 ted Exhib1t NWC-2 to 
t he Testimony o f Nina Cornell wht c h con tai ns tnformati on 
classified as conf i dential by Order No . 221 16, issued Octobe r 
31 , 1989 . Thi s document wa s assigned Document No. 842-90. 

(3) On r-1arch 12, 1990, Be ll submit ed A tachmenls A, C 
and E wh ich are r espons es to OPC's Reques t f or Product1on of 
Documents served o n February 9 , 1990. AL tachment A, assigned 
Document No . 2255-90 , involves the company ' s CATV Busi ness 
Plan. Attachmen t C , 3ssigned Document No. 2256-90 , involves 
the c ompany· s CAT V Transpo rt App roach . At tachmenl E. assign ed 
Document No . 2257 - 90 , involves t he company's CATV Services 
Impact . On t hat day, Bell filed a moti o n f o r a p rotective 
order covering the portions of these d ocument s fo L wh ich it 
r equests confidential treatment . 

IX. RULINGS : 

(1) By Order No . 21930 , iss ued September 21 , 1989, the 
Prehearing Officer issued a Temporar y Order o n Confidentiality 
wh ich hel d that po rti o n s of certdin materials submitted by Bell 
were con fidential information . By Order No. 22116 , issued 
October 11 , 1989, the Preheaong Office[ issued an Order o n 
Con fidentiality that finally determined the confiden ial i t y on 
these materials. 

( 2) By Order No. 22636 , issued March 5 , 1990 , the 
Prehearing Officer denLed a Mot ion to Compel filed by Bell on 
February 9 , 199 0, wh ich soughl an order compelli ng FCTA to 
answer Bell's Fi r st Set of I n terrogatoties se rved August 18, 
198 9 , and certa in question s i n i ts Sevenlh Sel of 
Interrogatories served January 26 , 1990. A t t he ~-tarch 20, 1990 
Agenda Conference , the Comrission denied Bell's Motion for Full 
Commi ssion Review of Order No. 22636 . 

{ 3 ) By Order No . 22662 , issued March 12 , 1990 , the 
Prehearing Officer issued a Second Order o n Con(identia1ity 
wh ich held that port i o n s of certain additional materials 
submit ted by Bell wer e confidential i n formdtion . 

(4) At the Prehearing Con ference o n March 5, 1990 , the 
Prehearing Officer granted OPC' s Mo ti o n for Leave to File 
Surrebut tal Testimony of Michael J. Majoros , Jr. , flled o n t hal 
d ay . 
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x. PROCEDURE FOR HANDLI NG CONFIDENTI AL INFORMATION : 

In the event it becomes necessary t o handle confidential 
i nformation, t he following procedure will be followed: 

l. The Par t y u tilizing the confide ntial material 
dur i ng c ross examination shall provide copies to 
the Corruni ssione r s and t he Cou r t Reporter in 
e nve lopes clearly ma rked wi t h the nature of the 
contents. Any par t y wi s h i ng to e xami ne the 
confident i al material shall be provided a co py tn 
t he same fashion as provided to t he Corruniss i o ners 
subject to execution of any appropriate protective 
agreement with the owner of the material . 

2. Counse l and witnesses should state whe n a question 
or answer conta i ns confidential information. 

3 . Counsel and wit nesses should make a r easonab l e 
attempt to avoid verbalizing confidential 
info rmatio n and, if possible, should make only 
indirect reference to the confidential lnforPaLion. 

4. Confidential information should be pre~cnted by 
written exhibit when rea sonab l y conve nt cnt to do so. 

5. At the conclusion of that portion of the hearing 
that invo lves confidential in(ormation, all copies 
of confidential ex hibits s hall be returned to the 
owne r of the i n formation. If a confidential 
exhibit has been admitted i nto evidence, the copy 
provided to t h~ Court Reporter shall be retained in 
the Corrunission Cle rk's confidential files. 

If i t i s necessary to discuss confidential i nfo rmation 
during t he hearing the following procedure shall be utilized. 

After a ruling has been made ass igning confidenti a l 
t o mate rial to be used o r admitted i nto evidence , 
s uggested that t he presiding Corrunissione r read i n to the 
a statement s uch as t he fo l lowi ng: 

s t atus 
it is 
record 

I 

I 

I 



I 

I 

I 
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The testimony and evidence w" are about to rece1ve 
is proprietary confidential business information and shall 
be kept confidential pursuant to Section 364 . 093, Florida 
Statutes . The testimony and evidence shall be received by 
t h e Commissioners in executive session with o nly the 
following persons present: 

a) The Commiss1 o ners 
b) The Counsel for the Commtss1oners 
c) The Publ ic Service Corrunisston sta(( and staff 

counsel 
d) Representatives from the office of public 

counsel and the court reporter 
e) Counsel for the parties 
f) The necessary witnesses for t he parties 
g) Counsel for all interveno rs and all necessary 

witnesses for the intervenors . 

All other persons must leave the hearing r oom a 
this time. I will be cutting off Lhe telephone Lies to 
lhe testimony presented in this room. The doors to thi s 
chamber are to be locked to the outside . No one is t o 
e n te r or leave this room wi lhoul the consen of the 
chairman . 

The transcnpt of this port ion of the h t acing and 
the discussion related thereto shal l be prepared and 
filed under seal, to be opened o nly by o rder of his 
Commission . The transcript 1s and shall be non- public 
reco rd exempt from Section 119.07( 1), Flotida Statutes. 
On ly the attorneys for the participating parlles. Public 
Counsel, the Commission staff and the Corrunissioners 
s hall receive a copv of the scaled transcript. 

(AFTER THE ROOM HAS BEEN CLOSED) 

Everyone remaining tn this r oom is instructed that 
the testimony and evidence that is about to be received 
is pro pr ietary confidential bus1ness tnfoxmalt on, wh tch 
shall be kept confidenltal. No one 1.s o reveal the 
con enls or substance of this testimony or evidence o 
anyone not present in thi s room at this time. The court 
reporter shall now record the names and affiliations of 
all person s present in the hearing room at this ttme. 



ORDER NO. 22725 
DOCKET NO . 890256-TL 
PAGE 42 

It is therefore, 

ORDERED by Commissioner JOHN T. HERNDON, as Prehearing 
Officer, that this Prehearing Order shall govern the conduc of 
these proceedi ngs as set forth above unless modified by the 
Commission. 

By ORDER of Commis~ioner JOHN T. HERNDON, as Prehearing 
Officer , this 23rd day of MARCH 1990 

( S E A L ) 

DLC 

JOHN T. HERNDON , Commissioner 
and Prehearing Officer 

I 

I 

I 
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