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DIRECT TESTIMONY
R. EARL POUCHER
FOR
OFFICE OF PUBLIC COUMNSEL
BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO, 850688-TL
Please state your name, business address and title.
My name is R. Earl Poucher. My business addrass s 111 West Madison St ,
Room 812, Tallahassee, Florida 32399-1400. | am employed oy the Office of
Public Counse! and my titie is Legislative Analyst.
Please state your business experienco.
| graduated from the University of Florida in 1956 and | was employed by
Southern Bell in July 1956 as a supervisor-irainee. | retirad in 1987 with 29
years of servica. During my career with Southem Bell, | heid positions as
Forecaster, Gainesville; Business Office Manager, Orlando; District Commer<ial
Manager, Atlanta, General Commercial-Marketing Suparvisor, Georgia;
Supervisor-Rates and Taris, Florida, District Manager-Rates and Tarilfs,
Gecorgia; Ger.oral Rate Administretor, Headquarlers; Division Staff Manager--
Business Services, Georgia; Profitability Manager-Southeast Region, uusiness
Services; Distribution Ma Jager-installation, Construction & Maintenance, West
Florida and LATA Planning Managar-Florida In addition, | was assigned to -
ATAT in 1968 whera | worked for three years as Markeung iManager in the
Markel and Service Plans organization. | joined the Office of Public Counsel in
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Have you ever appeared before this Commission?

Yes | have. |testified on behalf of Public Counsel in United Telephone's Docket
No. 910980-TL on rate case matters and Docket No. 910725-TL on depraciation
matters, GTE Dockat No. 92018B-TL on inside Wire, in Southern Ball's
depreciation Dockat No. §20385-TL and in Docket No. 951123-TP, a generic
ruleamaking docket dealing with disconnect authonty of local exchange
companies. In addition, as an employee of Southern Baell | testified in rate case
and anti-trust dockets before the Public Service Commissions in Georgia and
North Carolina.

What is the purpose of your testimony?

The purpose of my testimony is first, to describe the community of interest
standards that are appropriate for consideration of exiended area service and
second, to recommend that the PSC approve toll relief on the routes requested
by Haines City.

What actual experieances have you had in the handling of extended area
servicea?

A_ As a Legislative Analyst for the Office of Public Counsel, | analyze all of the
PSC's EAS cases and rulemaking dockets involving EAS and | participate as
required by tha “ublic Counseal. As an employee of Southern Bell, | spent a
number of years in various Forecasting and Rate and Tariff organizations +ithin
the company, where | was requently involved in various EAS dockets, in both
Florida and throughout Southem Bell's coerating territories. One of my specific
assignments early in my career with Southern Bell was the praduction of
Community of intarest factors for use by the Company and the Commission on

those major toll routes where EAS was being considered It was our
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rasponsibility to not only datermine the treffic factors involved in EAS casas, but
to also develop the relevant demographic faclors within the exchanges at issue.
As General Rate Administretor in Southern Bell Headquarters, | was frequently
involved in the development of EAS policies and the resolution of specific EAS
requests,

Why Is it appropriate that the Florida Public Service Commission be
concemed with the provision of extended area service?

Attachment 1 includes an exdended explanation of the concepts regarding
exchange planning and considaration of exiended area service requesis Ina
state such as ours that has expenienced extensive population growth, it would
have been impossible to maintain exchange boundaries as they existed in 1960,
for instance, without some modification to recognize growih and expansion of
population and commerce. When the communities of interest botween two or
more separate telephone exchangas begin to merge, the application of high
long distance rates becomes more onarous to the consumer body. In response
to the expressed needs of local telephone customers for relief from mgh iong
distance charges, the Public Service Commission has traditionally implemented
a less costly means for delivery of comr.unications that are essentially focal in
nature.

Historically, the mpproval of exended area service plans between two
exchanges have been based on valid community of interest considerations. In
some cases, tha traffic volume alone has been detarmined to be suMicient to
demonstrate that 8 community of interest cxists and EAS is warranted In other
cases, the Commission has considered demographic data (such as the need for

countywide calling or ac;ess to schools) in reaching a caonciusion that EAS 1s
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appropriate.

What are the traffic standards that have been accepted by the Commission
in determining that a community of Interest exists between two
exchanges?

Commission rules require that at least three {3) messages per month {MAM) be
originated from an exchange requesting EAS to another exchange before the
Commission will require a vote for the provision of flat rate EAS. This is the
most common measurement. It applies to one way traffic, normally from a
smaller, suburban exchange that would normally be dependent upon a larger
exchange for econcmic support and governmental services. .
When considering the traffic volumes when exchanges are approximately equal
in size, the Commission rules require a threshold leval of 2 messages per
access line per month on a two way basis before automatically requiring a ballot
for EAS.

The Commission, howsaver, has waived this thrashold level when presented with
additional evidence confirming an adequate community of interest to justify the
balloting of customers for flat rate EAS between two exchanges.

In all cases, the Commission requires t.at 8 local petition or a resolution from
a governmental nody be received before it will implement an EAS docket.
Has the Commission approved any other altematives to flat rate EAS in the
past?

Yes. The Commission has considered and approved numerous alternatives to
flat rate EAS in past years. During the 1970s and the 1980s tha Commussion
approved a large number of optional EAS plans that were imptemented whan

traffic volumes were less than the threshold lavel for flat 1ate EAS, or when
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balloting for fiat rate EAS failed on a given route. During the past len years, the
Commission has approved non-optional EAS plans such as the $.25 Extended
Community Service (ECS or $.25)) plan when demographic community of
interest considerations were considered, or when flat rate EAS ballots were
rejected. It is generally valid to state that when an exchange generates three
or more messages per access line per month to a distant exchange, the
Commission considers this level of traffic to be proof, per se, that a vald
community of interest exists between the two exchanges to justify ralief from
long distance rates in the form of non-optional flat rate EAS or an appropriate
non-optional EAS plan such as ECS. In addition, where traffic volumes have
been found to be iess than 3 MAM, the Commission has approved both flat rate
EAS offerings and elternative EAS plans, based upon demographic communily
of interest considerations.

According to Commission rules, an exchange must not only exceed the tralfic
ttreshold 3 MAM, but also have at least 50% of the customers generating two
or more calls per month in order to be considered eligible for a balloting of
customers. Frequently, when the distribution of traffic failed to meet the
Commission standards, then alternative EAS plans were implemenied.

Is it essential that an exchange have 3 MAM per month and an acceptable
distribution of calls in order for the Commission to approve flat rate EAL?
No. The Commission has waived the 3 MAM threshold rule and the distribution
rule in the past by ordering the companies to ballot customers for flat rale EAS
(See Franklin County EAS, Docket No. 900302-TL) When the Comriission has
waivad its rules for flat rate EAS, it has done so due to the demographic

community of interest factors.
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What are the demographic community of interest factors you have

mentioned?

Community of interest factors are more thoroughly discussed in Attachment 1.

The Community of Interest Factors that { would regard as relevant to EAS are

as follows:

1.

Gove "mental Servicas

Access to state and loca! governmental offices

Medical Services

Access to physicians, hospitals, emergency care

Professional Services

Access to lawyers, CPAs, architects, etc.

Commerce

Level of business interactivity, shopping and other commercial
interactions between exchanges

Employment

Incidences of major employment in one exchange with employee
residences located in another exchange.

Transportation

Availability of transportation links that encourage commercial and social
interaction between two exchanges

Social interaction

Dependence of one exchange for entertainment and cultural activities
available only in a distant exchange

Schools

Students whose schoo! is located in an exchange that is not within the

6
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student's residential [ocal calling area.
8. Countywide Calling
Increased recoegnition that county boundaries create a need for local
calling between exchanges within the county for a variety of reasons that
include many of the preceding factors.
10.  Natural Barriers
While the above factors, when'considered. are elements that draw two
communities together, natural barriers, such as bodies of water, swamps,
etc. may tend to separate communities, even though the actual distance
between the exchanges may be relatively short
No single factor or formula can be identified that would enable regulators 1o
easily determine when there is sufficient communitly of interest between
exchanges 1o justify EAS. Each case will have a different set of facts
Discretion is left to the Commission to implement EAS plans that are consistent
with the public interest and non-discrimin.atory to all users.
Does Haines City have sufficlent traffic volumes betwaen the Haines City
exchange and the other exchanges in Polk County to warrant balloting for
flat rate EAS?
The traffic volumes and the distribution of messages on the routes between
Haines City and its sister cities in Polk County is insufficient, per se, to justify 't
rate EAS balloting betwean Haines City and all of the exchanges in Polk County.
However, consistent wilth the Commission’s decision in Frankiin County Docket
No. 900302-TL, the Commission may be cor.vinced by the ron-t-affic factors
that sufficient community of interast exists to require offering flat rate EAS on ail

existing countywide routes vetween Haines Cily and r's sister cities in Polk
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County.
Are the traffic volumes sufficlent to justify an altemative EAS plan between

Haines City and other exchanges within Palk County?

Yes. Based on past precedent, the traffic betwaen Haines City and other
exchanges in Polk County is consistent with the traffic in other rural counties
that has res.. .ad in epproval of altemnative plans such as ECS or the $.25 calling
plan by this Commission.

For instanca, the Commission ordered the implementation of the $.25 cailing
plan for all of Volusia County when many of the roules had less than one
massage par month per customer.
in the Volusia County docket, PSC staff stated,
*The remaining routes in the county exhibited one-way cailing volumes
which are consistent with the other countywide EAS requests.. This is
consistent with staff's recommendation in severa! other countywide EAS
dockels with rural areas...Recent areas include Franklin, Gulf, Jackson,
Holmes, Okalcosa and Wallon Counties.”
Dossn’t the Commission require at least 3 MAM before it implements an
alternative EAS plan such as ECS?
No. For instance, the Commission eppioved ECS between two counties—
Hillsborough and Pinellas—when only two out of 32 routes within the two
counties had traffic that exceeded 3 MAM. Many of the Tampa Bay routes
showed little if any levels of traffic.
{in another case, the Commission ordered a ballot for flat rate EAS in Franklin
County when nona of the rcutes exceeded 3 MAM. Ultimately, when lhe flat rate
8
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baliot faited, the Commission ordered the $.25 plan for all routes in the county.
In the Liberty County docket, the Commission determined that toll rates were
inappropriate and the $.25 calling plan should be implemented with the traffic
volumes shown below.
ONE WAY MAM

Br' ‘ol to Eastpoint .39

Eastpoint to Bristo! .18

Hosford to Eastpoint .24

Eastpoint to Hosford .06
The above routes were approved by the Commission bacause of the need for
countywide calling on the part of a small pocket of 56 subscribers in Sumatra
who lived in Liberty County, but were served by Eastpoint, which is located in
Franklin County. The Commission, on Dacember 26, 1995, approved the $ 25
plan for these routes, aven though the traffic from the Sumatra pockset to
Hosford wes .06 and from Hosford to Sumatra was 1.03 MAM.
Likewise, the Commission approved implementation of the $.25 plan between
Sarasota and Englewood in November 13935 due to communily of interest
factors other than traffic considerations namely, high countywide calling from
a Sarasota County pocket of subscribers located in the Englewood exchange.
Commission files, which are incomplete due to confidentiality, show that the
Commission has approved the offering of the $.25 plan or other alternative
plans in numerous cases where the traffic volumes were less than 3 MAM. In
Southern Bell's Docket No. 920260-TL, the Commission approved an ECS
offering for 252 exchanges, many of which had less on 1 message per access

line per month. Cf the original 252 routes proposed by Southem Bell, only
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relatively fow had more than 3 MAM. (See Staff recommendation dated Augtst
31, 1995) The Commission, of course, approved its Allernative Stalf
Recommandation by accepting the Company's ECS filing in the absence of
specific, route by route community of interest data.
What Is your recommendation for the Commiasion in this docket?
Based o~ the testimony given by the leaders of Polk County in this dockst, the
Commission should allow the residents of Palk County to vote for flat rate EAS.
In view of the traffic volumas that cumrently exist between Haines City and its
sister ¢ities in Polk County, GTE would probably experience a revenue increase
if the ballot should pass, based on the pas! policies of the Commission of
including regrouping revenues and a 25% surcharge above existing local
exchange rates when granting an EAS request .
Should the Commission consider offering the $.25 plan between Haineg
City and its sister citles In Polk County?
Based on the community of interest testimony of the leaders of Poik County, the
Commission should require GTE to implement the $.25 calling pian if it decides
not to ballot the customers, or if the ballot fails. As GTE itself said in its Tampa
Bay ECS case:
“As our society bacomes more mobile, expansion of local calling based
on traditional point to point calling is no longer praclical. Psor'e no

longer have the same calling needs as their neighbors"

"With this plan, thera are no losers. Customers who make no calls to the

ECS exchanges continue to pay their same current monthly local rates.”

10
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In the GTEFL rate case, Docket 920188-TL, GTE proposed countywide calling
for all of its counties, including Polk County. The Commission refused 1o
implement the request of GTE, stating "While we have generally responded to
countywide needs,... we find a wholesale conversion {0 countywide caliing
absent {a govermmental request) to be inappropriate.”

In the current case bafore the Commission, there is a governmental reques! In
addition, petitioners are providing substantial, additional testimony
demonstrating the community of interest needs that Haines City customers have
for communications with their sister cities in Polk County.

Please surnmarize your testimony.

It is clear from past PSC decisions that the Commission regards the need lo
access other exchanges within county boundaries to be a powerful factor in
approval of flal rate EAS or non-optional ECS type plans in lieu of iraditional toll
rates. The testimony of the public leaders of Polk County should be sufficient
to cause the Commission to requira GTE to implement either a baliot for flat rate
EAS or, at the very least, a non-optional ECS plan just like the current ECS ptan
that is already in place throughout Tampa Bay.

Does this conclude your testimony?

Yes, it does.

11
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Page 1 of 9

COMMUNITY Of INTEREST STANDARDS
EXTEN DED;%'EA SERVICE
By R. Earl Poucher
Office of Public Counael
The basic planning unit for the dasign of telephone systams is the exchange service area.
The exchange service area has fraditionally been utilized by telephone company planners

and regutatory agencias to define the serving erea for local exchange telephone services

that are regulated by state commissions.

In the early days of telephony, manual swilchboards wera located close to the center of
towns and cities and aerial telephone lines were extended to businesses and residents to
provide basic telephone service via manual connections. Gradually, the local exchanga
s~rvices were intarconnected by long distance services. When local telephony moved
from urwegulated chaos to regulated monopoly, the concept of the local exchange serving
area formed the basis f the regulatory franchise approved by state regulators.

As telaphone systems grew, manual swilchboards were replaced by mechanical and
ultimately electronic switching systems. In the larger towns and cities, it became
neceassary to install multipla central officas tv minimize the cost of distribution ceble.
However, the local exchange planning concept prevailed. The FPSC rules dsfine

exchange as "{t}he entlre telaphc.ye plant and facilties used in providing telephone sarvice




Docket No. 950699-TL
Exhibit REP-1
Page ? of 9

to subscribers located in an exchange area.” {25-4.003((12). The exchange area is
defined as "(t)he temtory of a local exchange company within which local telaphone

servica is fumished at the exchange rates applicable within that area ” {25-4.003(13)

The concept of extended area service developed even in the early days of telephony as
the targer cities began to grow and engulf the sumounding towns. As commerce and social
exchanges began to merge betwean cities due to growth, the cost and inconvenience of
long distanca calling became unacceptable. The Telecommunications Act of 1934
specifically provided for the regulation of local exchange service by state authorily,
¢ ‘ining the local exchange as a local exchange service area or an area of connected local

exchanges.

Today, locat axchange service areas are defined in FPSC rules as "(t)he area within which
telephone service is fumished suhscribers under a specific schedule of rates and without
toll charges. A local exchange telecommunications company’s local service area may
include one or more exchange areas or porl.ons of exchange areas.” (FPSC Rules,
Chapter 25-4.003(28); Exchange areas are defined by meets and bounds are also filed

in map format with the Florida Public Servica Commission
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services between exchanges has been substantial in Florida, due to its high rate of growth,
The Florida Public Service Commission has developad, out of necessity, standards to
gauge the community of interest between exchanges and has established extensive rules
to deal with the numerous appeals for relief from long distance charges by

implementation of extended area service (EAS).

Basically, when calling volumes exceed three calls per month per cusiomer (access lina),
the PSC has determined that the companies should be

required to allow customers to vote for or against EAS, providing that at least half of the
customers make two or more calls per month. Flet rate EAS usually requires an additional
monthly charge for regrouping the smaller exchange to the level of rales applicable in the
lerger exchange. In addition, the Commission, in recent years, has appfied a 25%
surcharge for the smaller exchanye in order to compensate the company for its lost toll

revenue.

In a number of cases in recent years, the Commission has ordered ballots for EAS that
have failed to pass the standards established by the Commission for implementation of flat
rat EAS. in the majority of cases, the Commission has ordered implementation of a $.25
calling plan, which provides substantial reductions from e-isting toll rates. In the case of

the Tampa Bay area, the Commission ordered implamentation of a $.25 calling plan in



Docket No. 950699-TL
Exhibit REP-1
Page 5of 9

response to tha substantial community of intereat between Hilisborough and Pinelias

Counties.

When calling volumes are less than the threshold levels adopted by the PSC for flat
rate EAS, the Commission has frequently ordered special toll plans or focal calling
plans in order to respond o the community of interest

needs of the area. The existence of a high calling volume (over 3 MAM) is proof per se
of a community of interest. However, the Commission has also considered other
faciors in responding to requests for relief from high toll ratas. Some of those

additional factors, other than traffic voiumes, are as follows:

COMMUNITY OF INTEREST FACTORS

. Govermnmental Services When the county seat is located in a distant exchange
whare toll rates apply, it is burdensome on the citizens o seek state and local

governmental services by having to resort to long distance calling.

2. Medical Services When a smeller exchange lacks medicel servicas, including
doctors, emergency centers and/or hospitals, it is a significant burden o nany citizens

to be required to resort to toll servicas.
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3. Professional Service Many smaller exchanges lack professional services (lawyers,

CPAs, architects, etc.) which may be located in a nearby major city. If toll rates apply,

there is a subsaequent burden that can be alleviated through EAS.

4. Commerce Many smaller towns are lacking in adequate choices for normal, day-{o-
day business and commerce, thus requiring local businesses and residents to resort to

lonyg distance calling to satisfy basic, daily needs.

5. Employment Many smaller towns lack employment opportunities, thus requiring
many local residents to commute to nearby cities for employment. When EAS is not
furmishad between such exchangas, even a call from a spouse to pick up a loaf of
bread on the way homa requires a long distance cell. The employment factor is a

g eater burden when a majo- regional employer is located in the distant city, thus
requiring a substantial percentage of small town rasidents to travel across exchange
boundaries in order to seek employment. A good example of this is tha state
povernment in Tallahassee thet draws its workfor ze from a wide geographical area in

the Panhandle.

6. Trarsporation Geographical distances between axchanges can be narrowed when

major transportation facilities such as interstate highways connect smaller exchanges.
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impr Jved transportation facilities often result in increased commerce and social

interaction between axchanges.

7. Social Interaction Many central cities enjoy the benefits of cultural and social
opportunities that are lacking in surrounding small towns. The requirement for long
distance calling between exchanges is a barrier to such interaction. Access to
musaums, movie theaters, football stadiums, good resteurants, parks aid libreries is
often available for small town residents in nearby cities. Long distence cherges are a
barrier and a burden for many small town residents who look to neerby cities for other

than their basic needs.

8. Schools One of the major problams created by the absence of EAS are created
when students attenkd schools located in one exchange while living in a different
axchange where EAS is not provided. In these ceses, the application of long distance
charges has been identified as a mejor barrier to communications between student.
and their friends, between teachers and parents, and baetwesn students while attending

school and their parents.

9. Countywide Calling The Public Service Commission and the State Legislature has,

in the past, attempted to develop countywide calling plans because of the numerous
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problems encountered by county residents who receive local telephone service that
does not include a ass to all other portions of the county without the application of toll
charges. Countywide calling has been ordered in a number of Florida counties. Some
of the plans have included flat rate EAS, while other plans approved by the

Commission have included the $.25 calling plan.

10. Natural Bamriers Distanca is considered a barrier to communications and, thus, the
need or justification for EAS. However, in the cese of the Florida Keys, (he
Commission approved a $.25 calling plan from the entire Florida Keys, including Key
Waest, to Miami, because of the high calling rate {and, therefore, community of interest)

batween the Keys and the Miami Exchange.

In other cases, natural berriers, such as lakes, bays, rivers, swamps, efc. can creale
such an obstacle as to negate development of a substantial community of interest,
even though the mileage between lL1e two exchanges may be less than between olhar

exchanges that have been afforded EAS in the past.

In summary, no single facior or forrmula can be identified that would enat!e regulators

or telophonse company planners to provide flat rate EAS or olher reduced rate calling
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plans between telaph-ne axchangas. Absent a sufficient community of interest that
needs to be quantified based upon some or all of ihe above factors, the companies and
the Public Service Commission are obligated to provide toli services batween separate
exchanges in the State of Florida. Upon a finding that a sufficient community of interest
exists, then the Commission may order lower rates betwean the two communities

without being subject 1o a charge that the lower rates are discriminatory or preferential.
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