


BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
In re: Resolution by City Commiasion ) Docket No. 980098-TL
of Haines City requesting exisnded area ) Filed: May 27, 1097 U H
service (EAS) from Haines City exchange ) | G"M[
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GTE Fionida Incorporated (GTEFL) files its posthearing statement, in accordance
with Commission Rule 25-22.056(3).

Basic Position

As Commissioner Deason saki &t the hearing, "there are no easy answers” in EAS
cases. (Tr. 360.) This exiended area service (EAS) case is even more difficult than most
because the oid lsw and rules that govem it are at odds with the new state and federal
scheme of openly competitive telecommunications markels. As even thae Office of Public
Counse! admits, the Commission has to remain mindful of the iew “and parlicularly the
changes™ as it makes its deliberations in this case, (Tr. 211-12.)

The Commission has already found, even under the now-superseded EAS rules,
that no form of mandatory exdended calling—either EAS or extended calling service (ECS)—
is warranted on the Hainas City routes. The traffic statistics are too low Lo permil even
balicting. Nothing has changed since the Commission's proposad order, except for Haines
Cily's protest and anecdotal testimony from a very small percentage of Haines City
‘subscribers. These events are no! sufficient reason for the Commission {0 ignore

statistical evidence that shows inadequate traffic for mandatory toll relief.
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if the Commission orders EAS or ECS in this case--despite low calling volumes—
it risks undermining efficient market operation, in contravention of the State and federal
legislatures’ reliance on market forces 10 best produce results in the public interest. The
only way to reconcile the now law and the EAS rulas, while meeling the expressed demand
for extended calling, is to forego any mandalory relief. Instead, GTE will provide the
Haines City customers with a fully optional local calling ptan that offers several choices to
meet diverse calling needs. This approach will not force even unwilling customers to pay
an additive, as mandatory EAS would, end it would ensure the Commission does not issue

an order that will disrupt efficient market operation, now and for the future,

Issue 1; Is there a sufficient community of interest to Justify implemanting EAS, as
currently defined in the Commission rules, or implementing ECS, or an alternative
toll proposal on any of the following routes?:

Halnes City/Lakeland™
Halnes City/Poik City
Haines City/Barto "
Haines City/Mulberry
Haines City/Frostproof

Haines City/indian | akes

Haines City/Fort Meade

* County seat of Polk County

** State and Federal offices serving the area
GTEFL's Position; ** No. The Commiselon has aiready found that traffic is too low
to Indicate a community of intsrest sufficlent to justify EAS or even ECS on any of
these routes. There are no new facts to warrant reversing thie finding, which is
based on Commission ruies and precedent. ™
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A. The Calling Data Do Not Justify
Mandatory Local Calling Expansion

Under the EAS rules, community of interest is measured through calling data—
specifically, messages per accesy line per month (MVAM) and calling distribution—allowing
tha Commission to make abjective and uniform decisions in EAS cases. {Rulss 25-4.057,
25-4.0680.) In accordance with these rules, the Commission has already found that the
traffic astudies on the routes at issue demonstrate no community of interest sufficlent to
order even an EAS survey, let alone EAS. “based on Rule 25-4.06{3), Florida
Administrative Code, none of the routes under consideration in this docket meet the WAM
or distribution requirements to qualify for a survey for nonoptional, two-way, flatrate EAS.”
{Order PSC-96-0620-FOF-TL at 2 (May B, 1996) (May 8 Order).)

Ukswise, there is insufficient traffic to warrant any eltemnative toll plan, such as
ECS. The Commission noted that such ECS or $.25 calling plan mey be considered “"on
routes that met the calling rate and exhibited a substantial showing on the distribution
requirement.... Typicaliy, . .ase cases were close to meeting our requirements but fell shorn
by a small percontage on the distribution ¢riteria.” (May 8 Order at 2. §ge aiso Pouchor,
Tr. 240-41.) None of the routes in this case met either the MAM or distribution
raquirements. As such, the Cormmission found that the traffic information “did not indicate
a community of interest” and that no altemative toll plan is warranted. (May 8 Order at 2-
3.) Thus, the Commission confirmed that objective catling data is the critical factor in

evaluating EAS requests under its Rules and longstanding precedent.




Haines City and the Office of Public Counsel (OPC) would, however, have Lhe
Commission order soppanded local calling in this case, aven though the traffic statistics fall
far short of the Rules’ standards. OPC eppears to focus on the last subsection of the
Commission's rule on community of interest considerations; °in the event that the
interaxchange traffic pattems over any given route do not meel prescribed community of
interest qualifications, the Commission may consider other community of interest factors
to warrant further proceedings.” (Comm'n Rule 25-4.060(5).}

GTEFL understands that the Commission has the discretion to consider non-
numerical criteria in assessing EAS requesis. However, that discretion is always
constrained, in the first instance, by the traffic statistics, as the Commission has
recognized again and again. The instances OPC witness Poucher cites in his prefiled
testimony de not evidence a contrary policy. First, Mr. Poucher discusses only a handful
of cases (12, pius a pocket area case)—in which he cleims the Commission focussed on
non-numerical factors in considering toll relief. Even if this were true, these few cases
would be the exception, rather than the rule. (Robinson, Tr. 307.)

Second, the cases Mr. Poucher cites do not, in fact, demonstrate that the
Commission has “disregardiad the actual traffic volumas” {Poucher Direct Testimony (DT)
at 7} in ordering expanded local calling. On the contrary, these cases repeatedly strass
the need to look first at the calling data. Only if they sre close 10 meeiing the numerical
criteria in the Rujes will eopanded calling be considered. EAS has peyer been ordered in
the absence of calling data that are sufficient under the Rules. As Mr. Poucher agreed,
the specific pian the Commission offers is generally dependent on traffic volumes, and the




Commission has historically considersed altemnative toll plans, like ECS, only when the
calling rate requirement in the Rules is met and the distribution factor is substantial. (Tr.
240, 242; See, 9.9., Ex. 5, REP-7 at 8 ("The specific plan offered is generally dependent
upon the traffic volumes on the routes under consideration.”); REP-14 at 4, 6, 7
(“Historically, we have ccnsidered implemanting an altemative to!l plan on rctes that met
the calling rate requirement and exhibited a substantial distribution factor.”}, REP-9 at 6;
REP-13 at 3 (“traffic studiea reflect sufficient community of interest to warmant
implementation of an aitemative to ioll rates...."); REF-14A at 8-10 (*Historically, the
Commission has implementad the $.25 calling plan on routes that exhibited a substantial
calling volume and/or distribution.”) As the Commission has noted, where $.25 ECS has
typically been ordered, “these cases wers close to meeting our flat rate EAS requirements
but failed efther on the distribution on volume jevel by a small percentage.” (Ex. 5, REP-
14A at 10.) In the Haines City case, the traffic statistica Jo not come anywhere near
meeting the flat-ra.e EAS requirements. Indead, as Mr. Poucher acknowledged, the
Commission has denied may requests for both EAS and ECS, including countywide
requests, with even higher caliing rates than those presented in this docket. (Poucher, Tr.
220.)

Third, the cases Mr. Poucher cites can ba distinguished from this one, most often
because the traffic data in the other cases were stronger. Additionally, for example, Mr.
Poucher cites a 1991 Gilchrist County case where ECS was offered as a result of an
agreement between the County and Southern Bell--an agreement which, by its terrns,
“shall not have precedential value for other proceadings,” including this one {Ex. 5, REP-



5 at 2-3.) Further, Mr. Poucher amphasized pockst area casas, which, as the Commission
itself has cbserved, are somewhat special situations that may call for special resoiutions.
(Sen. 0.0, REP-14 at 2, 4) Even so, the Commission has been careful to point out that
it has “denied toll relief on pocket routes that did not meet the EAS MA/M requirement or
demonstrated a significant distribution factor,” (Ex §, REP-14 at 4.)

Fourth, countywice calling requests are not reviewed under any different standard
than eny other EAS request R is pot true, as Mr. Poucher asserted, that *[tjhe
Commission has no stendard for countywice calling requests.” (Poucher Rebuttal
Testimony (RT) st 2.) The standard for countywide calling is the standard for any other
EAS requests. The Commiasion has explicitiy held that “the current EAS mechanism is
sufficient to resolve countywide calling problems” and noted that: “Requiring counties to
follow our curment EAS rules when requesting countvwide calling requires the county to
t demonsirate why expanded calling is needed.” Propogsed Rule 254065 FAC,
Countywide Calling, Order No. PSC-983-1177-FOF-TL at 1-2 (Aug. 10, 1993).

Fifth, gi| of the non-pocket cases OPC cites as exceptions in some way 1o the traffic
criteria are from 1993 or before. (Tr. 245; Poucher RT at 3-7.) Florida law, of ccurse,
changed in 1985 to open the local exchange to competiticn. There are no non-pocket
cases after or even near that date where the Commission liberally applied its EAS rules
to order mandatory local calling expansion without adequate calling statistics. (And even
in the 1885 pockst areas case, the Commission repeatedly stressed the need for

acherence to its Rules and precedent requiring adequate traffic atatistics in ordering toll
relief. Ex 5, REP-14 at 4, 5, 8, 7, 10.} In fact, as Mr. Poucher acknowledgad, the
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Commission dropped its effort to revise the EAS rules in the 1983 timeframe becausa it
recognized that impending state legisiative changes would make their appiicability very
limited. ((T. 245.)

Because Mr. Poucher ignores thess changes, he argues that GTEFL's testimony
in this case is inconsistent with the Company’s past support for Tampa Bay ECS and
countywide caliing for Potk County. But those positions were taken in dockets from 1991
and 1992, respectively—before new legislation was even proposed. These positions were
prudent and reasonable at the time because GTEFL cou.d seek rate relief as 8 matter of
course if expanded calling was not compensatory. Under today’s price regulation, that is
no longer true, and mandatory calling expansion—eapecially given the introduction of
competition into the loca! exchange--is no longer appropriate. (Robinson, Tr. 276, 299.)
It is additionally significant that the calling rates on the Tampa Bay routes were 7 {0 22
times greater than for the routes at issue in this case, (Robin.on, Tr. 300), and that the
Commission rejecied GTEFL's proposed countywide calling for Polk County. (Ex. 5, REP-
18.)

In short, now is not the time to expand the existing EAS rules, which are rooted in

an outdated model that relied on reguletory intervention, rather than market discipline, to
best produce results in the public interest. Although this case is govemed by the EAS

rules, the Commission cannot ignore the axisting law, as even OPC admits. (Poucher, Tr

211-12.) The Commission's actions in this case wil! affect the marketplace {or years to
come. H it orders something that is not warmanied by the level of demand, it will disrupt the

market efficiency that would otherwise obtain.




Although GTEFL couid have easily cut off this proceeding, it agreed to application
of the EAS rules in the spirit of cooperation. (Robinson, Tr, 265.) By the same token,
GTEFL believes it is reasonable for the City of Haines City to understand and accept those
rules, i thove rules are applied as they should be—and as they customerily have been in
past EAS cases—no expanded calling will be ordered in this case. This is the only
appropriate result, consistent with both past precedent and the legal and ongoing market
changes.

8. Anecdotal Testimony Is Not a Sufficlent
Baslis for Ordering Expanded Local Calling

in no event should the Commission accept OPC's contentions thal the public
testimony is enough to grant toll relief in this case. Ordenng a loli alternalive, such as
ECS, in the absence of numerical justification would be at odds with the Commission's
Rules, which require *higher than average interexchange callic J° for the Commission to
cunsider alternatives tn traditional EAS. (Rule 25-4.084.) The calling statistics here
certainly do not show higher than average calling. The Commission has already found that
none of the routes meet alither the message or distribution criteria. (May 8 Order at 3.)

The EAS rules focus on numerical critefie for very good reasons. They allow a
uniform and objective assessment of the need for EAS. i the Commission were to allow
EAS or ECS to be granted soiely on the beais of aubjective and unverifiable anecdotal
testimony, the rules intended to provide struciure and promote faimess would be
meaningless. [t is extramely difficult to accurately assess the need for EAS or other

extended calling solely on the basis of anecdotal testimony, which is all the Commission




has to support the EAS request here, since the numerical criteria were not aatisfied. The
Commission must keep in mind that the public winesses who testified are, as Mr. Poucher
admitted, just a very small fraction of Haines City subscribers. (Tr. 200.) It is inevitable
that the individuals most interested in the Commission taking some action wi!l be the most
likely participants in public hearings. As such, the Commission should avoid drawing any
conclusions about the nead for and level of support for EAS or ECS based just on the
sentimants expresssd by the public haaring witnesses.

Further, many of these witnesses who supported ex*ended calling do not want to
pay anything for it, e’*her under an EAS or ECS scenario. {Tr. 55-56, 59-60, 78) Since
this is not a viable option under the Commission's rules or any of ii3 previous decisions,
even the level of support demonstrated at the hearing may be misieeding, since it is not
clear whether some of the witheasas would fevor an expanded calling acope that they must
pay for,

Moreover, although witnesses testify to the bast of their knowledge, there are often,

inaccuracies that might sway the Commissgion to unjustified conclusions. For example:

* Certain witnesses complained about the lack of local dial-in numbers for
Intermet access in the Haines City area. Yet one of them acknowledged that
there were "a few internet servica providers that are not long distance for us
in this area,”(but was dissatisfied that there weren't more.) (Tr. 52.) Another
tesiifisd that he was, in fact, using a local Intemet provider (Cybergate) and
knew of at laast one other such local provider (Florida Online). (Tr. 363-64.)




The fact is that there are local Intermet access numbers in Haines City, it is
unrealistic for Haines City reaidents to expect that ali or most companias will
immediately establish local gateways for Haines City. Competition typically
comes to major urban areas and business centers first-that's the way that
markets work. (See Robinson, Tr. 292-93.) The fact that Haines City has
any local Internet providers at this early stage is an impressive indication

that iocal competition is already a reatity.

* One witness stated that GTEFL charged a mitial fee for establishing its
Total Solutions service, which provides discounts for certain levels of toll

usage. (Tr. 22-23.) In fact, the Company does not charge such a fee.

* One witness claimad that Haines City is the onty community in F4lk County
that does not have toll{ 9 calling to other parts of the county. (DeGennaro
DT at 3-4.) This is not true; as GTEFL's tariff proves, Frostproof, Lake
Wales, Bariow, and Indian Lake, which are also in Polk County, do not have

a countywide calling scope. (GTEFL Gen. Sves. Tariff sec. A3.5.1)

* Some witnesses beliaved that customers in Winter Haven could call all of
Polk County toll-fres. (Saag DT at 3; Tr. 18.) In fact, that is not true, as
GTEFL's tariff again demonstrates. (GTEFL Gen. Svcs. Tariff sec. AJ.5.1

{Winter Haven can't call Frostproof, Indian Lake, or Mulberry.)
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*in responsa to a question from Sprint/Centel’'s counsel, saveral people at
the hearing stated that Polk County was the eighth largest county out of 67
in Florica. (Tr. 385.) Polk County is, in fact, fourth iargest in terms of land
area. (1996 Florida Statistical Abstract, 30th ed, at 244-45.) This is
importart, because grester scrutiny is necessarily warranted for countywide
EAS requests that cover unusually large areas.

* Many witnesaes complained about the lack of toll-free calling to
govemment agencies and other offices in Bartow. Some didn't know that
many of thess sites alrsady have toll-free numbers. (Tr. 114.) Others knew
about some of them, but complained that the numbers were “hard to find”
and/or that they were frequently busy. (Tr 14, 18, 145.} Tl.a facts are that
there are 800 numbars for goverrunent offices (including federal agancies,
such as Veterans Affairs (Tr. 18)) and businesses such as the Lakeland
Ledger, Tampa Tribure and TECO. (Fiorida Power has a local Haines City
mumber listed.) These numbers are in the telephone book covering Haines
City, listed just like any other number. Further, changing an 800 number to
a seven-digit-dialed number will not change the amount of steff available to
answer tslaphones, If the 800 number is frequently busy, the 7-digit number
likely will be, t00.
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These few sxampies of subjective perceptions and inaccuracies that GTEFL was
able to verify underscore the danger of ordering toil calling relief or even EAS bal'oting on
the basis of subjective testimony about community of interest.

C. GTEFL's LCP ia Preferable to a Mandatory Plan

As explained sbove, anecdotal testimony provides no good reason for the
Commission to reverse its original finding that the community of interest on the rcutes at
issue is insufficient to mandats any form of expanded local calling. This does not mean,
however, that Haines City will remain without any form of relief. As GTEFL witness
Robinson detailed in his prefiled and oral testimony, GTEFL wiil implement a fully optional
iocal calling plen (LCP), which is a market-based alternative to mandatory EAS or ECS,
instead of mandatory calling axpansion. GTEFL's LCP offers customers four calling
options, 80 that the customer can choose the plan that best suits .iis needs. In addition,
the customer can choose *~ retain his iocal service as it is. No customer will be forced to
pay an additive against his wishes, as would certainly be the case in Haines City, even
among those who favor some form of toll relisf. (Robinson DT at 10-12.) Thus, GTEFL's
LCP responds more closely than EAS to OPC’s request that customers "be given the
choice of subscribing to the servica that they want, and that means paying more if they
choose to pay more.” (Poucher, Tr. 211.} EAS, of course, involves no choice for the
customer, the additive is mandatory for averyons.

Although ECS traditionally does not require any across-the-board additives to

consumers' basic rates, H, too, has drawbacks because of its mandatory nature. As
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axplained earlior, any mandalory plan is incongruous with the state and federal legisiative
directives to rely on markats, rather than regulation, to enhance consurmer welfare in
telecommunications markets. in addition, mandatory ECS plans remove the local
company's (and the customer's) flexibility to change calling plans in accordance with
market demand. This flaxibility wes nicely demonstrated at the hearing. GTEFL's option
three, Community Pius, was originally structured so that the customer would recaive flat-
rate calling to three exxchanges (Winter Haven, Halnes City, and Lake Wales). GTEFL did
not pian to include Bartow in the flat-rate calling area. Howevar, afler hearing several
public withnesses express a desire for iollfree calling to Bartow in particular (those
witnesses asked for their preference rankaed Bartow either first (Tr. 101, 125, 160 ) or
sacond (Tr. 81, 116)), GTEFL's Mr. Robinson offered to include Bartow in the fiat-rate
portion of the Community Plus option. (Robinson, Tr. 268-70.) K a particular calling scope
is mandated under ECS, GTEFL will lose all such ability to rapidly raspond to expressed
demand for particular cal....g routes. Further, ECS, which requires payment for each
separate call, will not allow the kind of flat-rate calling to Bartow that LCP will. {Robinson,
Tr. 303.)

Although Haines City's attomey received a copy of Mr, Robinson's LCP proposal
(which appeared in his Direct and Retuttal Testimony), none of the Haines City withesses
who prefiled testimony criticized the LCP. Only Mr. Poucher found fault GTEFL's LCP, and
only in vague and ganeral terms. He could offer only that the LCP was like optional EAS
{OEAS) pians that the Commission ordered in the past. But Mr. Poucher did not know

much, if anything, about the OEAS plan GTEFL had offered in the past, and so admiitedly
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could not compare it to the LCP. (Poucher, Tr. 215.). Mr. Poucher's conceptual criticlams
were, moreover, unconvincing becauss GTEFL's LCP is not like the QEAS of the past. For
instance, OEAS never included saveral calling oplions—and thus the leval of consumer
choica—~that is the halimark of GTEFL's LCP, the LCP is not route-specific as OEAS was,
and the LCP rate structure is wholly different.

Just as importantly, the low teke rates and low populsrity that Mr. Poucher
associates with OEAS (Tr. 212) have certainly not been characteristic of LCP, &3 GTE's
experience with LCP illustrates. In Nonth Carolina, GTE offers LCP in 28 rural counties
in and around Asheville. The demographics there are similar to thase presented here, with
Lakeland (instsad of Ashevilie) as the center point for axpanded calling purposes. The
take rate in North Carolina after only about seven months is over 20%. (Robinson, Tr.
298.) In South Carolina, the average take rate for LCP for all exchanges is 32%.
{Robinson, Tr. 288.) In all states where LCP has been rolled out, "the initial take rats is
exceeded month after month as more people get on the plan, to as high as 52% of the
customers in any given excnange.” (Tr. 388.) Here in Fiorida, In Englewood and North
Port, the lake rate for a relatively recently implemented LCP already stands at 8%—an
impreasive figure given that the LCP has been promotad only by one direct mail piece and
that a 2% response to a direct mail piece is customarily considered high. (Tr. 287.} These
figures prove, without a doubt, that customers understand and accept LCP once it is
oftered to them in concrete terms. (Robinson, Tr. 269.)

Moreover, criticizing any service offering on the basis of its take rete is severely out
of step with contemporary thinking—smbodied in state end federal law—that efficient
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markets produce maximum consumer benefits. Obviously, if expanded calling is offered
for free, everyone will take {. Thus, an axtreordinarily high take rate does not necessarily
have anything to do with the level of demand for a service. Price-setling that ignores
demand is the antithesis of competitive marksts and will, in the end, keep competing
carrigrs—and the innovative services and rale structures they might provide—out of Haines
City.

Al base, Mr. Poucher seems (0 believe that the optional nature of GTEFL's LCP is
its great drawback: “The problem with those plans is that the company has to offer them
to the customer.” (Tr. 212.} GTEFL has more faith in its subscribers. GTEFL beiuves that
customers can make informed choices basad on their own needs and budgets. Unlike a
mandatory ptan, GTEFL's LCP allows them the opportunity to do so.

Finally, as a wholly optional, market-based plan, LCP avoids difficult inquiries into
community of interest, because the Commission need not order GTEFL to offer the LCP.
Rather. GTEFL will make LCP available once the Commission affirm. its earlier decision
that there is insufficient community of interest to justify any mandatory expanded local
calling. (Robinson, Tr. 287.)

{ssue 2: What other community of intsrest factors should be considered In
determnining if sither EAS, ECS, or an altemative toll plan should be Implemented?
GTEFL's Position: **The Commission's Rules and precedsnt do not contemplate

reflance solely on non-numaerical criteria to determine community of interest. Only
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if traffic data are adequats may the Commission consider, in addition, factors such
as [ocation of achools, shopping areas, medical facllities, and the like.**

As GTEFL explained above, the Commission's Rules and precedent do not support
impiementation of mandatory sxpanded calling, such as EAS or ECS, solely on the basis
of anecdotal testimony about community of interest. The Commission has peyer ordered
EAS in the absencs of traffic data that met Rule threshoids. Likewise, the Commiasion has
repeatedly made clear, in accordance with its EAS Rules and pracedent (see above
discussion), that ECS will not be ordered without unusually high toll traffic figures.
Numaerical criteria are always the first and most important consideration. Only if these
numbers maks a threshold showing of community of interest will the Commission factor
non-numerical considerations into its decision. These considerations might include,
among other things, location of school district boundaries, shopping areas, and medical
facilities.

As the Commission has exp!ained, however, the numbers in this case are too [ow
to make out even the preliminary indication of community of interest that would justfy
further proceadings. Even balloting—let alone any actua! toll relief—is not warranted under
Rule 25-4.060(3). (May 8 Order at 2.) And despite some wilnesses’ claims that the
Commission has not fully considerad toll traffic, the Commission hae already reasonably
concluded that since the intral ATA traffic data do not indicate a community of interest,
additional interL ATA traffic information is not likely to change this result. (May 8 Order at
3.) Indesd, the ieakage to callular, foreign exchange lines, and the like would have to
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account for 300% to 400% more calls to meet the 3 M/AM threshold in the Commission's
EAS rules (not even considering the distribution criterion).

in short, this is not a case whavre the Commiasion needs {o even reach the *other
community of interest factors.” These other, subjective factors are only persuasive in
conjunction with numerical criteria that fall just short of EAS standards, as explained in
GTEFL's position on issue 1. They are not a stand-alone reason for mandating toll ralief.
Issue 3: i a sufficient community of Interest is found on any of these routes, what
is the sconomic impact of sach plan on the customer and the company (summarize
in chart form and discuss in detall)?

A) EAS with 25/28 plan and regrouping

B) Altemative toll plan

C) ECS; and

D) Other (specify)
GTEFL's Position: “°it is impossibie to determine the economic impact of any
mandatory plan. GTEFL no longer has a local exchange mo.opoly. Although EAS
and ECS calls will be |. .al, they won't foreclose competition. 8ince GTE does not

know how many customers it will retaln, it cannot calculate revenue impact.**

Traditionally, revenue impact calculations in EAS cases have been relatively simple.
A LEC had al! of the intralLATA market and all of the local market in its franchise area. To
evaluate the revenue impact of EAS or ECS, it would calculate lost toll revenues end

balance those against gains in increased rates due to the EAS additive, or, in the case of
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ECS, revenues from per-call charges. The net loss or gain was the anticipated revenue
impact of the mandatory plan.

Thia kind of revenus impact calculation is no longer meaningful. By law, GTEFL no
longer has a local exchange monopoly. Therefore, it cannot assume that all of the
customers in its aerving area will be charged the mandatory EAS additive or wi!l make calls
under arny ECS plan ordered. The fact that EAS and ECS calls are local used to mean that
competition on the routes at issus was foreciosed once the plan was implemented. (See,
4. Ex 5, REP-10 at 4; REP-4 at 3-4; REP-6 at 3; REP-7 at 5.) That is no longer true,
now that full local competition, as well as full 1+ intraLATA compatition, have been
approved. Now, both toll carrisrs and local companies can compete for the traffic on the
Haines City routes, regardiess of what the Commission orders in this case. Since GTE
does not know how much of the local (or toll} traffic it will retain on the Haines City routes,
it cannot accurately assess what the revenue impact of ECS or EAS will be. (Robinson,
Tr. 325, RT at 5-7.)

GTEFL did not initially provide any economic impact figures in this case. At the
recuest of Staff at the hearing, it agreed to provide a late-filea exhibit showing net revenue
gains and/or loss . under the g|d assumption of 100% local market share. (Ex 9.)
GTEFL stresses here, as it did in that exhibit and at the hearing, that those numbers are
maaningless.

Even though GTEFL today carries aimost all of the local traffic on the routes in this
case, that situation cannot be expectad to last much longer. There are over 85 altenative
local exchange companies (ALECs) certificated in Flonida on a statewide basis, including
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the City of Lakeland. (Poucher, Tr. 209.) GTEFL's arbitrations with AT&T, MC!, and
Sprint, among many others, have concluded, and interconnaction and resale contracts will
be executed at about the same time this Posthearing Statement is filed. These entities,
which already have a strong market presence in the interexchange area will not waste any
time entering the local market—a fact which is apparent in their marketing campaigns
underway. Given this environment, the Commission should avoid making any findings--
either about revenues losses or gains-—-basad on today's market snapshot.

in EAS cases, the Commission is obliged to consider the revenue impact of any
mandatory local calling expansion on GTEFL. (Rule 25-4.058.) In this case, the only
conclusion the Com mission can make in that regerd is that it doesn't know what that impact
will be. In particular, it would be arbitrary and irresponsible to use revenue calcutations
performed under assumptions which are, by law, not trus anymore, and to set rates that
can no longer be changed through raie filings. Because this mathematical exercise is
unreliable under current conditions, and because EAS is .l-advised from a policy
standpoint, GTEFL opposes EAS even though the calcutations show GTEFL wi!! gain
additional revenues.

In arty case, as noted, no finding of community of interest can be supporied in this
case because the traffic statistics are not even minimally adequate to warrant further
proceedings to consider EAS, ECS, or any other mandatory option. There is thus no need
to reach the revenue impact issua. This issue is also moot with regard to GTEFL's LCP
Becauses it is wholly optional, and the Commission need not order its implementation, no

findings about its revenue impact on GTEFL are warmanted. The LCP is, in any event,
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designed to be revenue neutral. The best that GTEFL can hope for under this plan is not
to lose money. (Robinson, Tr. 301-02.)

Finally, this question asks about the economic impact on customers of the various
expanded calling options. Each customer would need to answer this question for himsalf.,
Oniy a particular customer would know if his total bil would go up or down under a
mandatory plan, such as EAS and ECS. GTEFL pointe out, however, that any customsr
choosing one of GTEFL's LCP options would be expected to have a {ower bill than he did
without LCP. Assuming customers are acting in their own best interest, they will choose

the calliing option thal bast meets their individual needs and thet will save them the most

money,

Issue 4: Should subscribers be required to pay an additive as a prerequisite to
implementation of EAS? N so, how much of a payment is required and how long
should it inst?

GTEFL's Posgition: *Yen. An adkiitive for all subscribers Is & historical prerequisite

to EAS implementation. There |s no evidencs In the record about how long the

additive should last.**

Yes. The Commission has historically imposed an additive for EAS. (Tr. 359) To
this end, Commissionsr Deason notified the public hearing attendees that the residential
EAS additive in this case would be between $3.22 and $3.67. (Tr. 33.) This additive is

consistert with the directive that:




the incremental rates to be charged for the Extended Area Service
arangement.,.will ganarate revenues within the affected exchange(s) to the
aextent possible, sufficient to meet the increased cost resulting from the
provision of EAS, considering the strength of the community of interast, the
overall rate level, and effect on eamings of the telecommunications
companies which will provide the proposed EAS.

(Rule 25-4.058(2).)

If EAS is to be ordenad in this case, it is critical that the additive recover the costs
and ongoing lost revenues associated with the service. Because GTE now operates uner
price reguiation, rather than eaamings regulation, it cannot seek rate increases—as it was
able to in the past-if EAS or other Commission directives negatively affected its eamings.
Furthermore, an adequats EAS additive is especially appropriate under Rule 25-4.085(2),
which recognizes the strength of the community of interest to be a key consideration in
asseasment of the level of the additive. An extraordinarily strong community of interest
may warant & comparatively small additive, while & very weak community of interest would
need to insure against lost revenusa. In this case, the Commission has alreedy found that
no community of interest exists under the EAS criteria in its Rules. As explained, GTEFL
does not believe the Commission can justify @ reversal of this position. However, if the
Commission believes otherwise, and grents relief based on subjective, non-numerical
factors, it must nevertheless acknowledge that community of interast in this case is too
weak to force GTEFL to risk any lost revenuss becauss of the EAS, and any additive must
be sufficient to recover these loases. Calculation of an additive that satisfies this condition
will, however, be extraordinarily difficult, because GTEFL's losses are a moving target.

A static EAS additive cannot assure GTEFL adequate compenaation because GTEFL's
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market share—and its associaled revenues—ars sure 10 decrsase as local competition
increases.

Duration of any EAS additive is a similarly difficult determination, Additives have
traditionally lasted for up to four years, (Tr. 358), a period that GTEFL beliaves was linked
to examination and possible revision of the additive in LEC eamings reviews. GTEFL, as
a price-regulated carrier, will no longer have eamings reviews. Therefore, it would be
arbitrary and capricious for the Commission to assume a four-year period for the additive
would be approprigte in this case. In fact, thers is no support for any specific duration of
the additive in this record. If the Commission orders an EAS additive, the only viable and
lawful course wouid be to impose it for an indefinite period, or keep the docket opan to
take additiona! evidence as to the appropriate period for the additive.

Because of the complete lack of support for any specific additive period, the
Commission should reject any suggestion that the duration of the additive be printed on
any EAS ballot that may be ordered. There is, to GTEFL's knowledge, no Commission
precedent for such lan~uage on the ballot.

By the same token, neither should the Commission take the unprecedented step of
ordering the Company tc offer ECS as an altemative to EAS on the EAS baliot, as Mr.
Poucher has proposed. First, introducing an ECS option will compromise the EAS
balloting statistics the Commission is required to review under its Rules. (Rule 25-3.063.)
Second, discussion of ECS is impermissible under the survey language in the Rules, as
well as the Rules’ admonition thet the survey letter “shall contein no additional materis! or
information not contemplated by these rules.” id ECS information is not contemplated in
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the EAS survey rules. Third, the information gathered through EAS balloting is usefui for
determining whether there is sufficient support for any mandatory expanded calling.
Providing customers ECS in the event the EAS ballot fails preciudes a reasoned decision

about the need for ECS and removes the Commission's discretion to find that no form of

mandatory tol! relief is justified.

lsaye §: ¥ a sufficlent community of interest is found, what are the appropriate rates
and charges for the plan to be Implemented on these routes or route?

GTEFL's Position: “Rates for EAS or ECS must be calculated to assure that GTEFL
will not lose revenue undasr any such mandatory plan. GTEFL's LCP does not
require the Commission to order any specific rates. GTEFL wili set rates based on

revenue neutrality.**

As explained above, it is essential that the rates for any mandatory plan be set to
safeguard against revenue losses that can no longer be recovered as a matter of course
under price regulation. With regard to the mechanics of rate-setting, if EAS with the so-
called 2525 plan and regrouping is ordered, rates would be determined under the existing
25/25 formula. No message charges would ba assessed. The rates would be appropriate
only if the formula was comectly applied. (Robinson DT at 13.) For EAS, an additive to
the monthly rate would be calculated, based on regrouping and expansion of the local

calling scope. (Robinson, DT at 13-14.)
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ECS retes have historically been $.25 per call for residence and, for business, $.10
for the first minute, $.08 for each additional minute.

Of course, with GTEFL's LCP, there is no need for the Commission to set rates.
Nevertheiess, for the Commission's information, GTEFL has calculated the rate ranges for
the various plan options. The Basic Option would be between $7.00 and $7.50, with
calling to all ten plan exchenges for six cents a minute; the Community Option would have
a fiat rate a few cents lower than the 310.88 basic rate Haines City customers pay today,
with calis to nine exchanges outside Haines City for six cents a minute; the Community
Plus Option would offer four exchanges, including Bartow, et the flat rate of $14.00 to
$14.50, with calls to {he six remaining exchanges at six cents a minute; and the Premium
Option, would have a flat rate of $35 to $40 a month for calling to all 10 exchanges in the
expanded area. (Robinson, Tr. 266-69.) GTE notos that this range for the first three
options is, at most, only five cents broader than the estimated range for the EAS additive
($3.22 to $3.67 (Tr. 33)) that the Commission gave the public at the hearing. The
astimated rales clossly track the Englewood-North Port rates for the LCP GTE offers there
today. The Haines City rates may be just slightly higher to reflect the larger calling area
of Polk City. Of course, customers would be told the specific rates at the time GTEFL
offered the plan. (Robinson, Tr. 280-83.) Again, it is important to remember that because
the Commission need not order GTEFL to offer its LCP, it nead not grder any specific rates
in this docket. After it has done the requisite studies, GTEFL will file a tariff with the

specific rates astablished within the ranges given by Mr. Robinson. (Rcbinson, Tr. 280.)
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Finally, GTEFL's LCP is not designed to generats additional revenues for the
Company. The specific rates for GTEFL's LCP would bs set to produce revenue neutrality.
As Mr. Robinson testified, "we hope our modeling will make us no money and we hope our

modeling will iose us no money.” (Tr. 301-02.)

For all the reasons set forth in thia filing, GTEFL asks the Commission to adopt
GTEFL's position on each of the issuss sistad for resoiution in this case. In short, GTEFL
believes the Commission should affirm its earlier conclusion that there is no community of
interest on the routes at lssus, and decline to order ary mandatory iocal calling expansion
The Commission should feel cormfortabte doing so, particularly bacause GTEFL will offer

its LCP to meet individuals’' demand for expanded local cailing.

Respectiuily submitted on May 27, 1997.
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