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1 UPDPalfCU 1 

2 ...ar 11. ..x~. Southern Bell Telephone and 

3 Tal04p:aph Coapany, lSO $OY\:!l Monroe StrQet, suite 400, 

4 Tallah•aaee, Florida 32)01, appearing on behalf Bell 

5 south Telec::o-IUlication•, Inc. 

6 &ZMBaPLY caswaLL, GTE Florida Incorporated, 

7 Poet Office Box 110, MC 7, Taapa, Florida 32301, 

8 appearing on behalf of ~• ~lorida Incorporated. 

9 CW'PLaa J. a.BWTKKaL, P. o. Box 2214, 

· o KCPLTLR00107, Tallahaaaee, Florida 32301 , on behalt ot 

11 aprlnt-~lor14a, Incorporated. 

12 J . JD~PY pm.a, Ausley ' McMullen, Post 

13 Otti~<o Box 3111, Tallab .... e, Florida 32302, appearing 

14 on behalf ot aL~tL ~lorida, Ino., •ortb .. at ~lorida 

15 Telephone coapany, Ino. , and Viata- trnited 

16 'l'eleoo.a~ioatione 

17 DaVID 11. DlfDI, Young, van Asaenderp and 

18 Varnadoe, P. A., P. o. Box 1833, Tallahaasoe, Florida 

19 32302-1833, appearing on behalf of ~lorala 

20 'l'eleoa.aunioationa, ~roDtier eo~ioationa of tbe 

21 south, IDo., aulf 'l'ele~ioationa, Indiantown 

22 Telephone eyat•, Ino., QUinoy Telephone c.oapany and 

23 st. Joaeph 'l'elaca.a~ioatione . 

24 

25 
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1 AP•••R••c&l CO~XWUIDI 

2 ~CY -.~, AT'T Communications ot the southern 

3 States, Inc., 101 ~orth Monroe street, suite 700 1 Tallahassee, 

4 Florida 32301, on behalf ot AT'T eo-unications ot the 

5 Southam States. 

6 RICKaRD D. ~o•, Hopping Green Sa•a' Saith, P.A., 

7 P. o. Box 6526, Tallaha•see, Florida 32314 on behalt ot MCI 

8 ~aleO~UDioatio~ CorporatioD. 

o AJfG1rLJo a . GJl•D, 125 South Gadsden Street, Suite 

10 200, Tallahassee, Plori~a 32301-1525, on behalt ot Florida 

11 Public Telaco .. unicationa Association. 

12 KUl'fD OARTD llllOliJII, c:RJ,pt.u •m.t..CillUII ancl WILLIUC 

13 COl, Florida Publio Service co~isaion, 2540 Shumard oak 

14 Boulevard, Tallahassee, Florida 32399-0850. 
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1 

2 

P a 0 C • • D X • 0 8 

MQ,npw JO ... ~I call the hearinq to 

3 order . Counsel, coul~ yoy please read the notice? 

7 

4 o. Plii·Lwatna Yea, Chair11an. PUrauant to 

5 notice dated July 16 , 1997, this time and place have 

6 been aet for an adainiatrative hearinq in 

7 Docket 970172-TP, in re: petition by 

8 KCI Tele~icationa corporation tor a.n order 

9 requirinq BellSouth Teleco .. unications, Inc. to reaove 

10 ita deregulated payphone investaent and associated 

11 oxponse troll ita i ntraatate operations and reduce the 

12 carrier cowaon line rete eleaent of its intraatate 

13 swi~ohed ooc•a• c~ar9ea by approxi11ately ~36.5 aillJon 

14 as required by the Ped~al Telecommunications Act or 

15 1996. 

16 And in Docket 970173-TP, in re: petition by 

17 MC: Telecoaaunicationa Corporation tor an order 

18 requirinq CTI Plorida, rncorporated, to r .. ove ita 

19 deregulated payphone investaent and associated 

20 expenses froa ita intraatate operationa and reduce 

21 carrier co.aon line rate eleaent ot its intrastate 

22 switched acceaa charqes by approxiaately $9.6 aillion 

23 as required by the Pederal Teleco .. unications Act ot 

2 4 1996. 

25 And in Docket 970281-TL, in re: 



1 eatablhhlllan t of int.raatate implementation 

2 requir•••nta qoverninq federally aandated regulation 

3 of local excb&nqe company payphonea. 

4 CDDIWU JOD&O•• Talce appeo.rances . 

5 u. ca.swm.Lz Kia caavell, GTE Florida, one 

6 Tampa City Center, Tampa, Florida 33601. 

7 u. WBITaa Nancy White, BellSouth 

8 Telecoma.micationa , 150 Weat Flagler Street, 

9 Suite 1900, Mi aai, Florida. 

10 xa. waBL .. 1 Jeff Wahlen of tho Aualay and 

8 

11 McMullen law firm, P.O. Box 391, Tallahaaaoe, Florida, 

12 on behalf of ALLTEL, Northeaat, and Viata-Unit9d 

13 Telecommunicationa. 

14 o . DWDII I •a David Ervin, 225 South Adams 

15 Street , Tallabaaaae, appearing on behalf of those 

16 companiea liated on the Prehearing order. 

17 MS. aaJEII Angela Oreon, 125 South Gadaden 

18 street, Suite 200, Tallahaaaee, Florida 32301, 

19 appoarinq on behalf of the Florida Public 

20 Telecommunications Aaaociation. 

21 xa. D'l'CJII Tracy Retch, 101 North Monroe 

22 Street, Tallahaaeee, Florida, appearinq on behalf of 

23 AT&T. 

2 4 

25 of Hopping Green sa .. ' Smith P.A., P.O. Box 6526, 



1 Tallahaaaoa, appearing on bohalt ot KCI 

2 Taleco .. unicationa corporation. 

9 

) a. aawiUII.I Q!arl,u Rehwinkal, appeari119 

4 on behalf ot Sprint-Florida, In.corporated, 1313 

5 Blairatone Road, Tallahaaaee, Florida 32301 . 

6 o . I'U·'·!IG!IlJfl:a Charlea Palleqrini, Martha 

7 carter and Will cox, appearing on behalf ot the 

8 Florida Public Service co .. iaaion Statr, 2540 Shuaara 

9 Oak Boulevard, Tallahaaaae, Flori1a 32399. 

10 CJmiiiDJI .TODao•a Ok4y. Any pralbinary 

11 mattera? 

12 o. 1'.X.L!IG!IIV1: a Yea, Clulinaan, tharo are e 

13 numPer ot pr•liainary aattera. 

14 Clml._.. ~•~• One other preliainary 

15 announc ... nt. co .. iaaioner Garcia probably will not 

16 be with ua today. He waa in on automobile accidant, 

17 thia morning, though ainor, and he haa not bean 

18 injured, but he will not participate in todoy•a 

19 proceeding. continua. 

20 o. •~nn:a The tirat IIAtter ia thia: 

21 That Staff reco .. anda that the co~aion approve the 

22 tiva atipulation• aet forth in the Preheorinq Order at 

23 Page• 15 through 17. 

24 CD%._.. JOD80.1 I'a aorry. We're qoinq 

25 to need to taka a tive-•inuta break. co ott the 
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1 record. 

2 (B.riet receea taken.) 

3 CIRDKI• JOJDI80Jit We're 9oing to go back on 

4 the record. Mr. ~ellegrini, t he preliminary a~tters, 

5 it you could repeat --

6 JOl, pa,t.WJtXIn: t Yea. Staff reco111111onds that 

7 the co .. iaeion approve the five stipulations set forth 

8 in the Prehearing Order at Page• 15 through 17, and 

9 I ' d lilt.e to take a brief tiae to describe what those 

10 etipulationa are. 

11 Tb.e tiret atipulation involve& the subsidies 

12 of the -all LECa, and seta forth those lllllounta. It 

13 also states that with tba exception ot Quincy anu 

14 Indiantown, theee subsic!y llliOunts will be aliainated 

15 by the aaall LECe via •witched intrastate ewitched 

16 access rate reduotione. 

17 QUincy and Inc!iantown agree that the subsidy 

18 will be aliainated in accordance with the coamisoion's 

19 decision in Iasue 3 in thia proceeding . 

20 Stipulation 2 concern• GTE ' s aubaidy. That 

21 is at zero. Stipulation 3 concern• Sprint-Florida's 

22 subaidy . That ia zero. 

23 Stipulation 4 concerna the effectivity of 

24 Bell South •s tiled tariff. It states that it the 

25 Commission aaltea the aaae daciaion, the reviaed tariff 



1 shall remain ettective as tileL. It the commission 

2 make& a ditfeTant dsciaion, the reviaed tariff should 

3 PI tile~ within 30 days of the iasuance ot the tinal 

4 order. 

5 And, finally, a titth atipulation concerns 

6 the effective date of the taritt, making it April 15, 

7 1997, i n any caae. 

8 ~~ JOS.80Ba Okay. Commiaaionera, 

9 have you bad an opportunity to review the proposed 

10 stipulation&? 

11 

11 COMYTIIIu_.. DBAIOBa Yea, I have a question 

12 concerning the tirat atipulation. I quess I can 

13 direct it to Kr. Erwin. 

14 For Quincy an4 Indiantown it ' a baaed upon 

15 the reaolution of Issue 3 and, really, it seama to me 

16 at this point it the other atipulations are accepted, 

17 the only queation ia aa it relates to BellSouth, and 

18 it's a question of hunting charges versus access 

19 cha.rqes. And I ' m trying to understand it the decision 

20 is to sustain the previous decision and have BellSouth 

21 reduce huntinq chargee . Ia that what Indiantown and 

22 Quincy ia qoinq to do to reduce hunting charqes? 

23 KR. BRWX•• No. The idea of thia is that 

24 the company has oboaen to do whatev~: it wished, or to 

25 apply this reduction to whatever element it wiahed to 

FLORIDA »UBLIO 8KRVICa COMXI88IOW 
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1 apply it to; and that it Bell is permitted to apply it 

2 t o whatever they wanted to -- in thia case huntinq 

3 charqea - - that then ~ndiantovn and Quincy would like 

4 that aaJDe latitude to apply it to whatevltt' appropriate 

5 el-ent they feel they should uae, rather than access 

6 charqea. 

7 COKKX88IOWBR DBA&a.1 And when will we learn 

8 what tboae appropriate el-enta are it that is the 

9 course of action which ia followed? 

10 xa. DWIW1 I queaa when we tile the tariff 

11 to reduce it . And we don't want to arque what your 

12 deciaion ahould be with respect to Bell. We just 

13 aimply wanted to be allowed to 

14 COMM%881~ DBABO•• You want the 

15 flexibility to propose what you think is appropriate. 

16 n . DWIWI Riqht. 

17 COMXX88IOWBR DBASO•• And will the 

18 co.-ission have the opportunity to determine if what 

19 you specifically propoas is appropriate? 

20 MR. DWIWI Only with reqard to the filinq 

21 of the tariff, at that ataqe of the proceedinqe. 

22 COMKI88IO-.R DBABa.• Unleaa there are other 

23 questions, I can move all of t he stipulation&. 

24 COMXX88IOMKa Joaxso•• There ia a motion . 

25 Is there a second? 



1 

2 

3 

coagnssiO ... IUULDIOI Second. 

CQMMX88IOWKR ~~~ Second. 

MRTPD• JOD80JII Seeing no further 

4 disousaion, show thea approved unanimously. 

5 D. PIILL•CD.Xm• Next, Staff aaka that the 

6 Coaaiaaion qrant official recoqnition of the tour FCC 

7 order& and the one Coaaission Order listed on the 

8 Ordara for Official Recognition Sbeat. 

9 Stat! would also as)!: tnat thia be !lArked as 

13 

10 Exhibit 1, although it's not absolutely necessary, but 

11 that is Staff 1 a preference. 

12 MRUD• JODSOJII Okay. We will ta.ka 

13 official recoqnition of the docuaanta provided by 

14 Staff. "Orders of Official Recognition• will be the 

15 short title, and it will be aarkad as Exhibit l. 

16 (Exhibit 1 marked tor identification.) 

17 u. p~r.aaxn• Next, start vould call the 

18 attention ot the Commissioners to the asteris)l: note to 

19 the witness list on Page 8 ot the Prehaaring order. 

20 Tbia provides that GTE, Sprint-Florida and ALLTEL 

21 witnesses are excused troa thia hcuring upon approval 

22 ot the stipulations. 

23 I understand that this vas discussed 

24 following the prahaarinq con~eranca vith each of the 

25 Coaaisaionar •a offices and that nona axpraasad 



1 objection. It that is the case, I don ' t think the 

2 commission needs to act further at this time. 

J CW'TPMaw JO .. SOMI Okay. 

4 D. »ILLJlCDRJ:a There is a sixth 

14 

5 stipulation relating to evidence. BellSout.h, ~T'T and 

6 KCI have agreed to the entry i nto the evidentiary 

7 record of the following docwaents: BellSont.h's tariff 

8 tiling dated February 26th, 1997, Section 8.3, Basic 

9 Local Exchange Service and Aasociated Florida Payphono 

10 stu.dy, and supporting work papers, which has been 

11 identified as STP-6-1. 

12 Second, BellSouth ' s response to AT'T ' s tiret 

13 eat of interrogatories dated July 15, 1997, identified 

14 as STP 6- 2. Sorry. STP-6-3. 

15 And, third, BellSouth's response to Staff ' • 

16 Pirat Set of Interrogatories dated July 23rd, 1997, 

17 identified STP-6-2. Staff requested that agreeaent. 

18 mp.uwaw JOW.8oaa You • re requesting that we 

19 do what? 

20 D. PILLsaJIMJ:a I ' m simply noting that 

21 Staff had requested the agreement of the pnrties, that 

22 these docuaents be introduced in~o evidence through 

23 the agree.aent of the parties. 

24 CJO.XRD• JO .. .alll Do ve have copies of vhat 

25 you're asking? 



1 

2 

u . l'IILL.ai•X• Yea. Yea, you do. 

MIJDQM JODIOlf l Do I have copiea? I do7 

3 xt •a in the clip? Oh, in the aaae clip . 

4 I would suggest that it 

5 would be appropriate now to mark the• tor 

6 identitioation and receive thea into evidence. 

7 ~---- JOBKSO•• I'm sorry? 

8 D. 1'~~~ I aay I vould suqqast that 

9 it would be appropriate now to ~ark thea tor 

1r identitication and to receive the• into evidence. 

u mnun• JODao•• Let me look at them. X 

12 was looking tor thea. I didn't know X had thea. 

13 a. 1'~1 All right. (Pauae) 

COMM%88JOWWR KJB8LXWGI Could X get a 

15 claritication while ehe ' a looking at them? 

16 I have three things, STP-6-l, 2 and 3. You 

17 mantionad ao•• other iteu. Do we have thoae7 

18 D . PIILLBGJtnr%1 No, j ust thoae itelll8, 

19 coauaiaaioner Kiealing, just the three. 

2 0 COMM%88JOJID •:tllDLIIIOI Oh, ehat wes e 

21 description ot what waa in th ... 

22 

23 

Q, l'ILLBu.nn:l Yea. 

COD%88JOJID .XUL:rJIQI Than)( you. I 

24 thought you vera aeying "and". 

25 D. l'IILLBGJtnr%1 No. I 'a sorry it I 

15 
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1 contuaed you. 

2 COIOI.IUIOJfD IIULIIIO& Olcay. 

3 cxax•n• JOJDraOJfa Olcay. Then ve' 11 need to 

4 identity theae, and I knov you vent tbrouqh thea, but 

5 I vaa havinq a hard tiae tollovinq that , too. 

6 Go ahead and qive ae a ahort title t or each 

7 ot the docuaente. 

8 Ma. •aLLsoax.ta "BellSouth 'e taritt t i linq 

9 dated February 26th, 1997.• 

10 ~ J OKIIOWI Okay. We 'll identity 

11 that .. Exhibit 2. 

12 (Exhibit 2 aarked tor identitication.) 

13 MR. •aLLsaaxwta Yea. BellSouth'~ reeponea 

14 to statt•e Firat Set ot Interroqatoriee would be noxt. 

15 ~...- JOKIIOWI We ' ll identity that ae 

16 Exhibit 3. 

17 (Exhibit 3 aarked tor identitication.) 

18 

19 BellSouth'e reeponeea to AT~T'a Firat Set o t 

20 Interroqatoriee . 

21 CKaTID• JOKWIOWa And we'll identity that 

22 •• Exhibit 4. 

23 (Exhibit 4 aarlced tor identitication.) 

2 4 Ma. ••T.T.JIG:Riwta And that, Chairaan Johneon , 

25 coapletea the preliainary aattere ot which Statt i a 



1 aware. 

2 D . ll&liNldiiLI Kadall Chairman, I wee 

J wondari n9 at this time it it would be appropriate t o 

4 ask and receive excusal !rom t he reaainder ot the 

5 hearing tor Sprint since our issues have be'!n 

6 stipulated. 

7 cnnn• JODaoxa Any objectior::: to that? 

8 You may be exous~ . Thank you tor bringing t hat to 

9 our attention. 

17 

10 KR . .. wzwa The same would be true tor those 

11 clients that I represent. 

12 

13 

14 

15 

D. DJI:LDI And me, too. 

CDl':1UDUI Jooso•a They are a ll excused. 

D. ftKLD I Thank you vary •uch. 

COJOU:IIlOJfD X118Ll•<Ja Just eo I'm clear , 

16 Chairman, did you adllit Exhibit 2, 3 and 4? 

17 CBAX~ JODSOXI I haven't admitted any or 

18 the•. I've only identified 1 through 4 . 

19 D . PILLB«RlWXa Well, I would suggest that 

20 this might be an appropriate time to adllit them. 

21 CWJIDIIQ,¥ JOD8IOX1 OklO)' . Show thUI, t he.n, 

22 Exhibits 1 through 4, admitted i nto the record without 

23 objection. 

24 (Exhibits 1 through 4 received in evidence . ) 

25 cnn!R• JOJDUIOXI Any other preliminary 

n.oa%DA PUBLIC II!JlVXCI COJOU:8810X 



1 matters? 

2 D . l'm.t.SGJUIII:a No, Chair11111n Johnson, not 

3 fro-a starr. 

4 CIQTPDY JOJDIIIOJia Then are we prepared to 

5 swear in the witnessea? 

6 IOl. l'IILLJIQllXYI: a We are. 

(Witnesses sworn collectively.) 

CIQDXAY J OJDI810JII BellSouth. 

18 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

xa. WK%~11 Yea. BellSouth cal ls Tom Lohman 

to the et4nd. 

OQKMT81Ia.KR eL1RX1 Ms. whit e, we are doing 

rebuttal testimony at the same time; is that correct? 

Ma. WIIIHa Yea, aa•am. 

ftOIOJI I' . LOIDOY 

was call ed as a witnsas on behalf of Bellsouth 

TelecoiDIDuni oationa , Ino. and, havinq been duly sworn, 

testified as follows: 

oxa.cr ax•wxKlTIOY 

BY Ma . WJIIHI 

Q Mr. Lobman, would you please state your na.ae 

and address tor the record? 

Yea, .a ' -. Tho lillie P. Loluaan, o.aployed by 

24 BellSouth Telecommunications. The business address i s 

25 675 West Peachtree Street, Atlanta, Georgia 30375. 

~RIDA l'UBLIC SIKVICI COXKI88IOY 



l 

2 

Q 

i 

What is your position with BellSouth? 

I'm a senior director in the finance 

3 department responsible tor rtWJUlatory activities in 

4 the nine a:~utheaatern states. 

5 Q Have you caused to be tiled eiqht paqes ot' 

19 

6 direct t .eatimony and seven paqes ot rebuttal testimony 

7 in this d.oclcet? 

8 

9 

l1 

A 

Q 

A 

Q 

Yes, aa•aa, I have. 

Do you nave any chanqes to that testimony? 

No, I do not. 

It' I were to ask you the questions contained 

12 in your direct and rebuttal testimony at this time, 

13 would your answer be the sa.me? 

14 

15 

Yes, they would. 

118. n:xnr I'd aalt the testimony be moved 

16 in the record as if read t'rom the stand. 

17 

18 Q 

CKliRXI» JORISO»I It will be so inserted. 

(BJ K8. Wbite) Mr. Lohman, did you have 

19 any exhibits to your testimony? 

20 A Yes. 

21 Q Any exhibits to your direct testimony? 

22 A To ay direct testiaorrt . 

23 Q And was that TYL- 1? 

24 A Correct. 

25 Q Do you have any changes in that exhibit? 

I'LOtl:DA PUBLIC 8DVIC. COJOCI88IOX 
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1 No, I do not. 

2 111. Dl'fll I would aak that TPLa1, whieh b 

3 attached to Mr. Lohaan'a direct teetiaony, be aarked 

4 a• an exhibit. 

5 ,..,x•n• JODaOIII It vill be identified aa 

6 Exhibit 5, and abort titled TPL-1. 

7 (Exhibit 5 aarked tor idantitication. ) 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 



1 

2 

3 

4 

5 

6 

7 

8 o. 
9 

10 A. 

11 

12 

'13 Q. 

14 

15 A. 

16 

17 

18 Q. 

19 

20 

21 A. 

22 

23 

24 

25 

BBLLSOOTB TKL&CO~CATIONS, INC. 

PIUCT TaSTIMONY OP T. P. LOIDCAN 

B&POU TKB FLORIDA PUBLIC S&RVLCB COMMISSION 

POCl¥T NO. 970172-TP 

POCl¥T NO. 970281- TL 

JULY e. un 

PLEASE STATE YOUR N~E AND BUSINESS ADDRESS. 

2 1 

My name ia Th~mas P. Lohman. My business address is 

675 Waat Peachtree Street N. B .• Atlanta, Georgia. 

BY WHOM ARE YOU EMPUOYED? 

I am employed by BellSouth Telecommunications. Inc. 

(BellSouthl as a Senior Director-Finance. 

PLEASE SUMMARIZE YOUR EDUCATIONAL AND PROFESSIONAL 

BACKGROUND. 

I received a Bachelor of Science Degree (Accounting 

and Finance Majors) from Florida State University in 

1972. I am a Certified Public Accountant and a 

current member of both the American and Florida 

Institutes of Certified Public Accountants. 1 was 

-1· 
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Q. 

1\, 

Q. 

A. 

employed by BellSouth Finance in Jacksonville, 

Florida in 1972, and have held various Finpnce 

positions o f increasing r esponsibility since that 

time. I have been involved with Regula~ory 

Accounting Operations oince 1980. 

WHAT ARE YOUR CURRENT RESPONSIBILITIES? 

22 

I am reeponsible for Regulatory accounting issues 

affect ing t he BellSouth region. Theae duties involve 

oversight reaponsibilities fo r providi ng !inancial 

data •• r equired by various State regulatory entities 

and the Federal Communications Commission. 

HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY 

PROCEEDINGS SUCH AS THIS? 

Yes. I previously testified before the Florida 

Public Service Commiaaion, the South Carolina Public 

Service Commission , and other commissions in the 

BellSouth region on various accounting laoues . M¢st 

recently, I appeared before the South Carolina 

Commission in Docket 97-014 7-C, whi~h addreuoed 

BellSouth'e eliminat ion of the e mbed Jed intrastate 

subsidy aeeoci•tod wlth payphone operationa. 

·2-
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23 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

My testimony addresses issues related to elimination 

of the Florida intrastate subsidy amount associated 

with removing BellSouth's payphone operations Crom 

regula ted telephone operat ions . 

WHAT IS THE AMOUNT OF INTRASTkTE PAYPHONE SUBSIDY, IF 

ANY, THAT 1\'EEOS TO BE ELIMINATED BY BELLSOUTH 

PURSUANT TO SECTION 276 (B) ( 1 ) (b) OF THE 

TSL£COMMUNICATIONS ACT OF 1996? (ISSUE l) 

BellSouth has detormined that the amount of 

intrastate payphone subsidy that needed to be 

eliminated is $6,501,000. A computation of this 

subsidy amount was filed with the FPSC on February 

26, 1997. 

A brief description o f the study is as follows. The 

Company identified revenues, expenses and investment 

associated with ito Florida intrau ;ate payphone 

operations. BellSouth then calculated the achteved 

rat 3 of return for these operations and determinoA 
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Q. 

A. 

24 

that it was below an appropriate level. The revenues 

required to raise this .rate of return t o an 

appropriate level is th~ $6,501,000 auboidy provideri 

by other intrastate services. A su~~ry o f the 

subaiuy study is attached as Exhibit No . TFL-1. 

Concurrent with the Company's subsidy OLudy, 

BellSouth aubmitted a tariff f iling reducing rates by 

the subsidy amount of $6,501,000, effective April 1, 

1997. The Com~y·a filings o"l February 26, 1997. 

also met this Commiaoion•a requiremantu ( in Order Nc. 

PSC 97-0358-FOF-TP) for all companies to [ile data 

supporting their payphone subsidy calculati~no by 

March 31, 1997. 

DID THE FCC'S PAYPHONE RECLASSIFICATION ORDERS 

DISCUSS THE SPECIFIC RATE ELEMENT($) WHICH SHOULD BE 

REDUCED TO ELrMINATE THE SUBSIDY? (ISSUE 2) 

No. FCC Order 96-388, paragraph 186, states: 

•we require, pursuant to the mandate of Section 

276 (b) (l) (8), incumbent LECa to remove !rom their 

intrastate rates any chargeo that ·ecovex the cos t:s 

o f payphones. Revised intrastate rates must be 

eff•ctivc no later than April 15, 1997 .... Stat:e~ 

.... 
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A. 
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muse determine the intrastate rates elements that 

must be removed to eliminate any intrastate subsidies 

within this time frame .• 

HAS THb FLORIDA PUBLIC SERVICE COMMlSSION SATISFIED 

ITS REQUIREMENT CONCERNI NG ELIMINATION OF BELLSOUTH' S 

SUBSIDY? (ISSUES 2, 3, 5, 6) 

Yea. The Florida Public Service Commission met its 

requirement in Order No. PSC-97·0358-FOF·TP, 

documenting its deci•ions in the Agenda Seonion on 

March 18 , 1997. BellSouth had filed its tariff on 

February 26, 1997, requesting that rates for Busineno 

Hunting Charges be reduced by the amount of the 

payphone subsidy. In the Agenda Session on March 18, 

1997, the Commission fulfilled ito responsibil ity by 

allowing BellSouth'a tariff change to be effective 

April 1, 1997, thus eliminating the payphone subsidy. 

WHAT DID THIS COMMISSION CONSIDER BEFORE ALLOWING 

BELLSOUTH'S TARIFF TO BECOME EFFECTIVE? 

(ISSUES 2, 3, 5 , 6) 

BellSouth had filed to reduce Hunting Charges, a 

chcice which directly benefits the end user 



26 

1 customers, and which is in response to repeated 

2 customer requests. In response to that filing, and 

3 MCI's request for access reductions, Staff 

4 recommended that the rate reductions be applied to 

5 either intrastate toll, operator aerviceo, or 

6 switched access. The Commission, after conoidering 

7 the Staff's recommendation and MCI's reques t , elected 

8 to allow BellSouth'o reduced Hunting tarifL to become 

9 effective April 1, 1997. 

10 

11 This decision is reflected in the language in FPSC 

12 Order No. PSC•97-0358-POF-TP, on page 5: 

13 •unlike the interetate case whore a portion of 

14 payphone investment and expense is opecifically 

15 recovered through the CCL, any intrastate 

16 payphone subsidy could be recover~.j an)""here. 

17 Since intrastate rates are not set baaed on 

18 allocated costa, there is no way of determining 

19 which intrastate rate elements are cont ributing 

20 to any payphone subsidy. • 

21 

22 The following quotes from the transcript of the Marc h 

23 18, 1997 Agenda Session further lluatrate th~ 

24 Commissioners• reasoning in allowing BellSouth•s 

25 tariff to become effective April l: 
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Page 30, line 20: 

COMMISSIONER DEASON: Well. as long as we 

specify that the subsidy has to be e liminated 

and give the flexibility to the company to 

design a tariff to accomplish that. how io that 

not in compliance with the FCC? 

COMMISSION STAFF: My reading o f the FCC's order 

is that we must determine which rate element& 

ehould be zamoved epecifically. 

COMMISSIONER CLARK: Well, one way to accomplish 

that is to simply accept the tariff they have 

filed and then request them to file the coet 

i nformation. They have already chosen a oervice 

to reduce.• 

Thue, after considering BellSouth's filed t ariff 

reduction and the Staff's recommendation to deny the 

tariff change and make the reduction in other rate 

elements, the Commission specifically decided to 

allow the reductions in Hunting Chargeo to go into 

effect on April 1, 1997, thue eliminating the 

intrastate embedded subsidy. 

SHOULD THESE DOCKETS BE CLOSED? (ISSUE 7) 

·1-
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Yea. BellSouth h~o met all requiremento for the 

transfer of its payphone operationo and elimination 

of its payphone subsidy. Ther~fore, Docket 970172 -TP 

should be closed, a nd BellSouth should be removed as 

a party to Docket 970281 -TL. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 
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BVJ.SOOTB TZLECGMCONYCA'l'IONS , INC . 

RDt:rrTAL TESTINONT OF T . F . LOIDQN 

B!FORI TBJ: rLOJUDA PUBLIC SIDlVICE C~ISSION 

DOCKET NO. 970172-TF 

DOCKET NO. 970281-TL 

JULY 16 , 1997 

PLEASE STATE YOUR NAME AND BUSINESS ADORESS, A!ll 

POSI TION WITH DELLSOUTH TELECOMMUNJ CATIO!IS, wr .. 

29 

My na me is Thomas f. Lohman. My busJn~~~ addr~ss 1s 

675 West Peachtree St reet N. E., IILIMH·• · Geo11pd . 

My position ls Senior Director for the ;·tn.tncr 

Department o! BellSouth Tel~communicoHl on:. , It•• 

(hereinafter re!ertcd to as ~acliSouth" ur ''tlu· 

Company"). 

ARE YOU THE SAM£ TIIOMAS f . LOHMAN WHO fJ u:n fi!IH;(."T 

TESTIMONY IN TillS DOCKET? 

Yes . I filed direct testimony on behalf ol H••lJ:;c>tJth 

on July 8 , 1997 . 

WHAT IS THE PURPOSE Of YOUR REBUTTAl. n:!iTII~OUr? 

· 1· 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. 

o. 

A. 

Q. 

A. 
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My testimony addresses the proposals oy MCI ~l·t n••:<:; 

Reid and AT&T Witness Guedel conce rn 1ng wht ch 

intrast ate rate clements should be reduced t o 

eliminate any intrastate subsidy related to pdyphon 

operations . 

WHAT DID THE TWO INTEREXCHANGE CARRIER'S WITNESSES 

RECOMMEND AS THE APPROPRIATE RATE ELEMENT TO REDUC"F 

IN ORDER TO ELIMINATE ANY SUBSIDY? 

Not surprising anyone , the carriers recommend thut 

all reductions be made to switched access r<~l•'l· 

This is a continuot ion of their constant dom.•nd th .• t 

most , if not all , rate reductions In Flo• Ida should 

be used to reduce access rates. 

!lAVE ACCESS RATES BEEN REDUCED HI THE LAST Tllr~E 

YEARS? 

Yes . The stipultHion dpprovod by this Comml:.,•loro ln 

Order No . PSC-94 -0 172-ror-TL required Bl' llSout h L o 

ceduce rates by S60, $80 .1nd $8' million doll.•n• on 

July I, 199~, October 1, 199!"1 and Octobt!r 1, l'f~l , 

respectively, for a total reduction of S274 mtllton 

·2· 
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24 

25 

3 1 

in annual revenues. Of this amount, Sl8J 11111 J 1011 

we re made as a ccess reductlons . Thus, the C<1rr1ers 

have received ovor 81\ o( the required rate 

reductions made in the las t three year!'. The most 

recent access reductions we re S78 million , o r 93' o f 

the $84 million tOtdl reduction requi red in 1096 . 

WHY DO THE CARRIERS CONTINUE TO ASK f'OR A<:CE5S 

RECUCTIONS FROM BELLSOUTH WHEN THEY HAVE A1.R~:I\OY 

RECEIVED SWITCHED ACCESS RATE REDUCTIONS .>F" !.1 • OVF:k 

THE PAST THREE YEARS? 

l can't spea k to the carriers ' specific rruson~ . 

However, a s an a ccountant (and as a matt~• nL common 

sense) , I believe all businesses st r ive t >lower 

their costs of doing business thus improvln~ their 

ea rnings and their owners ' wealth. ObviOU!Ily , <lCc<•ss 

rate reductions, unless 1001 "f low"d thr<'tH!h" l o <>r.d 

users, would a ccomplis h t his for the carrlt•rs. 

MS . REID STATES THAT THE STAFF' RECOMMENDAT!OI~ 

IDE NTI F'IED SWITCHED ACCESS REVENUES AND TOI.t./OPERATOR 

SERVICES REVENUES AS BEING :HE REVENUE STREAMS 

SUPPORTING THE INTRASTATE P/.YPHONE SUBSIDY. (REID 

-3-
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PAGE 4 LINE 20) HAS SHE CORRECTLY STATED STAFf' S 

POSITION? 

No , she has not. As M:.. Reid stated earll~>r In h••r 

testimony, Staf f fell that "It is logic.ll to 

attr~butc the subsidy to one or more of th~ v~rious 

network revenue streams wh1 ch can fl ow from ,, 

payphone" (emphasis added) (Reid page 4 Line 181. In 

fact, the recommendaticn unequivocally Std tes "Srnce 

intrastate rates a re not set based on alloc~ted 

costs, there is no way of de t ~ rmining wh1ch 

intrastate rate elements a re contr tbut1 ng to ·•ny 

payphone subsidy." (Sta fl' s recommendation page 5) 

This view was reinforced dl the 11arch 18th aqend<.~ 

where Staff again stated, "There was no polyphone 

cost , per se, that is e xplicitly rccovered .... ro the 

e xtent that the intrastate , that the LEC's p~yphone 

operation is being subsidized at th~ tntrast<.~le 

level , it could be subsidized from any numb~>r of 

sources ." (Agenda transcript page B I ine 3) <~nd 

later " ... there is really no way absolut~>ly o t 

telling where the subsidy 1s coming !rom·. 

transcript page 18 l ine 5) 

-4· 

(Agendd 



33 

1 In discussing the i ssue at agenda , Staff readily 

2 acknowledged that ther e was a basis for reduc ing rate 

3 elements other than t oll , operator surrharges o r 

4 s witched access and that a subsidy canraot be trdced 

5 f rom one service to another . 

6 

7 Ms . Reid mischa r acterizes Staffs ' recommendation and 

6 testifies that Staff "identified switched access and 

9 toll/operator services revenues as being th<' revenue 

10 stream supportJ.ng the intrastate payphone subs1dy." 

11 (emphasis added) (Reid page 4 line 20) Then, in the 

12 ne xt sentence, Ms . Reid utilizes this erroneous 

13 statement to just! fy her recommendation " lienee l l is 

14 a ppropriate for payphone s ubsidies to be rcmc.ved by 

15 reducing the ra t es for one of these BST services." 

16 (Reid page ~ line 221 

17 

16 Ms . Reid ' s testimony that Staff "identified" the 

19 subsidy revenue stream proves that she doesn ' t 

20 unde r stand (1) Sta f fa ' discussion of tracinq 

21 subsidies in their recommendation, (2) the very 

22 detailed discussion concerning tracing subsidies at 

23 the agenda and (3) the Commission ' s Order Uo . t•sc:-4 1-

24 0358- FOF-TP which again statf·d that " ... there J.s no 

25 way of determining which intrastate rat<> eiL•m•·nls dt<' 

-5-
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contributing to any payphone subsidyu. Obviously, 

given Lhis total misunder standing o( tl1c facts , no 

~tndence should be given to this portion of her 

testimony . 

PLEASE COMMENT ON BOTH MS. REID AND I~R. GUEDEJ, 

RELYING ON ACCESS PRICES BEING ABOVE COST AS A REASON 

TO DIRECT THE SUBSIDY REDUCTION TO SWITCHED ACCESS . 

I agree that the subsidy reduction should be ma•J .. ~o 

a service element that is pr1 ced above cost . 

However , there are many rate elements other than 

s witched access that are priced above thelr costs . 

These include hunting , custom calling !l.'IIL-.!rcs , toil 

se rvices, operator services , and others . Given the 

fact that over 81\ o. the rate reducttons that 

BellSouth was required to make 1n the past theN• 

years has gone to the ca rrie rs, I belteve thls 

reductton shoul d be made Lo directly benefit t1 

different groupo! customers . The Huntlnq rfiduc tlon 

appr oved in MArch bl' this Commission accompll::~h••.:i 

this goal. 

PLEASE SUMMARIZE YOUR TESTIMONY. 
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35 
Nei ther Ms . Reid o~ Mr. Guedel have brought to li ght 

any issues that we ren' t discussed a~ ~he MArch 18 , 

1997 agenda conference and in the Commissions ' o rder. 

The Commission approved BellSouth' s reduction in 

Hunting rates i n o rder to el iminate the intrastate 

subsidy related to payphone operations . This 

decision recognized that subsidies cannot be traced 

to any particular service and that the Comrnlss1on has 

the right to reduce any intrastate rate elemen L it 

deems appropriat e . 

BellSouth ' s rate reduction di rectly benefits end user 

customers and reflects the belief that because the 

carrie rs received over 81\ o C the requi red ra~e 

reductions in the past three years , it 1s apprcpria•e 

Cor ~nd user c ustomers t~ directly bene f it !rom this 

reduction . There has been no evidence presented In 

the carriers ' testimony that would give the 

Commission any reason to change their oriqtnal 

dec ision regarding BellSouth ' s reduction in Hunting 

rdtes . 

DOES THlS CONCLUDE YOUR TESTIMONY? 

Yes . 

-7· 



1 a. tnnHI Mr. Lohaan, do you have a 

2 au.aary of your teatiaon,y? 

3 

4 

& 

0 

Yea, aa•aa, I do. 

Would you ploaae qive that at thia ~lae7 

5 & Yea. Tbe 1996 Telecoa.unicationa Act and 

6 the FCC or<lera i.apl .. enting that Act required the. 

7 direction of payphone operationa, and they gave the 

:16 

8 atate ea.aiaaiona the authority to deteraine the -- if 

9 there'• -- end required the r-oval of any aubeidy in 

10 the regulated oparationa that ere aupporting the --

11 what will now be deregulated to reaove from requlated 

12 oparationa. 

13 They qave to the atate commiaaiona the 

14 authority to deteraine which rate elaaenta should be 

15 removed -- or abould be reduced to raaove any 

16 intraatate aubaidy. 

1? BellSouth baa reviewed ita payphona 

18 operation• and daterained that there waa a 6.5 aillion 

19 aubaidy aupporting the paypbone oparationa that are 

20 nov being deregulated, and filed a tariff to reduce 

21 buaineaa hunting rate• by 6.5 ail1ion, thereby 

22 reducing the aubeidy and raaoving it froa requlated 

23 operation&. 

24 MCI filed a petition requeatinq that the 

25 r4Jduction be aade in awitcbed accua rate• and thia 

J'LOUDA PUliLIC 8DVIOII COWWI8810Jf 
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1 comaiaaion conaidered tbe issue at a Karch aqenda. ~t 

2 that aqenda the co .. iaaion diacuaaed extensively the 

3 tact thAt tll.r• 1• no vay to trace a.n intraatata 

4 subsiGJ tr011 one rate eluent to another rate ela11ent, 

5 and deterain~ that rather tha.n avitched accesa, that 

6 Bell abould be allowed to reduce the huntinq charqea 

7 by the 6. 5 11illion, t.ltereby 11.eetinq the requireaenta 

8 ot the Telacomaunicationa Act. 

9 MCI and AT'T have since tiled and in this 

10 proceedinq are continuing to argue that the reduction 

11 should be made to awi tchad acceaa. BellSouth 

12 diaaqreea and believea the acceaa rate a have been 

n reduced aubatantially in the last three yeara. 

l4 Aa a aatter or tact, of the 224 million 

15 required by the BallSouth aettleaant, 183 ail lion have 

16 qone to acceaa. That' a over 80'. And of the 

17 reductiona required in October, 93' vent to access. 

18 Our teelinq is acceaa haa been reduced 

19 substantially in the last three yaara. It ' s time for 

20 another qroup ot cuatoaara to benefit tro• a 

21 reduction, and va believe the huntinq charqa ia the 

22 moat appropriate place to put it . 

2~ Thera ' • bean no evidence preaented to say 

24 that you can trace a aubsidy from one r ata element to 

25 another, and, therefore, I believe there'• no reaaon 

n.oJUD~ PIJBLlC 8DV108 COJOU8810ll 
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1 baa bean preaented tor the co-iaeion to chanqe ita 

2 oriqinal deciaion to allow the reduction to be aade to 

3 hunting on~ ~•tit thia. other qroup ot cuatomara 

4 other th.an the carr iera. That concludes ay testimony, 

5 or swu..try. Tbanlt you. 

6 

7 cross exa.ination. 

8 cnno• JOIDlJ:o•a Okay. Kr. Melson. 

9 caoaa ~TIO. 

10 BY IOl. lmL80111 

• 1 0 Kr • LOhlllan, Ri.ck Melson representing MCI. 

12 You indicated during your sWIIIIary that Bell 

13 tuu; M4e aolll8 eubatantial reduction& to acceee charges 

14 over the past couple ot yea.rs. 

15 Rave th.:tse been in responae to market 

16 forces, or have those been A result ot the stipulation 

17 between BellSouth and th.e Ott ice of Public Counsel, 

18 and ae a reault ot deciaiona ot this Collllllission 

19 directing where some monies were to be used? 

20 I think t h is is one of thoee questions where 

21 the answer is yea. 

22 Tbe stipulation determi ned the total amount 

23 of reduction• that would be requ~red each of the three 

24 y?ara, beqinning in July ot 1994. The atipulation 

25 alao eat out that a certain Blllount ot that would be 



1 access, and that vas det.erained in previous hearings 

2 before this Cowaission where t.he - - in the aoeeptan.ca 

3 or the stipulation, the dollar amounts, the total 

4 amount and the amount th.at would go to access. 

5 I n addi tion, the stipulation allowed the 

6 Commission, the parties and then the commission, to 

7 dsoide, okay, ot this reaaining amount o! monsy that 

8 ~ust be allocated or reduced, what rates should that 

9 go to? And eanh party tiled and presented their 

10 reasons tor that before this Commission, and the 

11 Commission then accepted - - or issued an order sayinq 

12 this amount should be ac:cess; this aaount should be 

13 various others. 

14 So the answer is basically the stipulation 

15 required the total. It also required a portion ot it. 

16 to be to access, and thia Commission baa made 

17 decisions conoerninq tha remaininq amount. 

18 But I think the tact o! the latest 1996 

19 reduction -- over 93' ot it vent to access, and that 

20 was roughly twice what vas required by the 

21 stipulation, it I·~ ruae:abe.ring that correctly 

39 

22 sb.owa that it ' s tiJie for anothe:: group of cuato111ers to 

23 bene!it. 

24 Q Let - ask thi.s question: Isn't it true 

25 that BellSouth for the aost recent October reduction 



propoaed ao .. thing other than acceaa chargee? 

a. Yea. 

Q And the Co111aiaaion detet'11ined that it was 

appropriate to uae tboae dollar& to reduce acceaa? 

~ A portion of it . I don 't believe all the 

do1lara went to accaaa . 

40 
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9 

Q 

ia not 

And would you alao agree with ae tha~ access 

awitched accesa today ia not aubject to 

10 

ll 

competitive aarket forcea that would tend to drive 

down the price of &witched accas a? 

I don't know that I can anawer that on~ way 

12 or the other, Mr. Melaon. 

13 Q Okay. Do you knov whether buainaas hunting 

14 service i a aubject to competitive pressure• that would 

15 tend to drive d~~ the price of that aervice? 

16 I thlnk as we aove 1nto the ALEC world, aa 

17 we move into more peopl e providing aerViCa to 

18 comsumera, deflnitely thare could be a coapetitive 

19 threat thare as much aa there ia in acceaa. 

20 Anybody can put in a awitch and provide 

21 access. And through the ONb and the varioua itaaa 

22 currently before thia co-iaaion, I'a not aure I can 

23 say any aervice is more competi : ive than anot~er 

24 aervice at thia time . 

25 Q so you see no differe.nce between access and 



1 huntinq service in the deqraa or coapetitive praaauro 

2 that thoaa price• aay teal? 

3 a I'• not an ~ on ~· coapetitive 

41 

4 preaaur- . r•a just aayinq that it'• a whole new world 

5 of co~tition coainq. So it ' s arrive4, and r•a not 

6 sure I'• i n a poaition to say which is aore 

7 competitive than the other. 

8 a. IOILacntt r• va qot no further quastiona. 

9 Thanlc you. 

J.O anon• Jooso•• Mr. Hatch. 

11 CI.088 .uJIID'riOJI 

12 BY D. D\!ICJit 

lJ Q could you turn to the cost s t udy that you 

14 prepared. I believe it ' a EXhibit No. 2 that'• been 

15 identified, and it ' s - - it you look at the top of tho 

16 page, I believe it's Paqa 12 of 27, and the oriqinal 

17 veraion that I 've qot, it's Paqe 8 or 8. 

18 liB . ntt•• r •a sorry, Tracy. What paqe 

19 aqain? 

20 xa. D\!ICJI I It's in the cost study. If you 

21 look at Staff '• exhibit, just for reference purposeo 

22 at the top it aaya, exhibit nullber bl ank, and than 

23 Pa9e 12 or 27. 

24 WITDSI X.ORXI.M t I ' • sura we •ra lookinq at 

25 the sa.aa. 

I'LOJliDI. I'OBLIC 8DVXC. l'OMMII81011 



l D. D'l'CII t I • ve got th..·ee different 

2 versions of it. It's bard to track it, but I tigure 

J tb&t ~t§tt '• exhibit ie probably the beat place to 

4 start. 

Page 12 of 22? 
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5 

6 ._, Kl!OBI 12 of 27 ia up at the top of tbe 

7 page. It'• Page 8 of 8 of your original Exhibit 1. 

8 Does that sake sense to you? It ' s the revenue 

9 listing. 

10 COIQUUICIII'D ouao•• Ia this the •-• aa 1• 

11 attached to hie pre.tiledl teetiaony? 

12 

13 

D . ~'l'CBI Yea, air, I believe it is. 

W%~8 r~r Okay. Then I have it. It 

14 starts out "Heading Florida payphone subsidy 

15 calculation•? 

16 

17 

18 

19 

20 

0 

A 

0 

a. Kl'l'CJlt 8\uUiary of results, yea. 

WXYI¥88 I~•t Yea. 

(8]' Jlr . htoh) 00 you have that? 

Yea, I do. 

Your total reve.nue fiqure there, that's 

21 52, 494,000; ie that correct? 

22 

23 

A 

0 

correot. 

That revenue basically represents 

24 coln- in-the-box revenue; ia that correc t? 

25 8ae1cal1y coi.n- in- the-box. It could be a 

I'LOJliD& POBLIC IDVICI CO'QIY88Ia. 
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1 c.redit card call for the twenty - - the equivalent, the 

2 25-cent local aeaaage. It would also include inmate 

3 and aeaipublic r ecurrin9, but priaarily i t would be 

4 the 25-cent. 

5 Q Thoae revenues represent dollara col lected 

6 by BellSouth that after you aplit out your aubaidiary 

7 will be collected by your aubaidiary; 1a that correct? 

8 A Yea, that ia correct. 

9 Q Bell8outh baa elected to do payphonea 

10 oonaiatent with the FCC'• order by creating a wholly 

11 owned aeparate aubaidiary; ia that correct? 

12 & Yea. 

l.l Q Wbe.n you create your paypbone aubaicHary, 

14 your paypbone aubaidiary will be paying money to 

15 Bellsouth in the fora ot whatever acceaa line it get& 

16 troa BellSouth; ia that correct? 

17 A Tbat'a correct, for a separate subsidiary; 

18 or if it had juat bean done under nonstructural 

19 separation, the reaponae would be yea either way. 

20 Q BellSOuth baa approKiaately 42,000 payphona 

21 lines when you dieS thia atudy; ia that correct? 

22 A Correct. 

23 Q Bach of theee paypho:te linea -- or a 

24 SmartLine, which I believe ia an aeeuaption in your 

25 study; you can correct ae it I'a wro.ng -- then 



1 BallSOuth vould receive whatever your SaartLine rate 

2 ie. I believe that•a $45 a aonth for each of thoae 

3 acceaa linus 1a that correct? 

4 If the aeparate aubaidiary continued t o 

5 utili¥e SaartLinea, that vould be correct. Kovever, I 

6 believe the aeparata aubaidiary ia going to p~imarily 

7 uae duab linea in the future. 

8 I think an exception vould be vhere it•a 

9 currently a •-ipublic, vhicb require• the 

10 functionality to be at the central office. If people 

11 continue to buy the •-!public fr011 the BellSouth 

12 payphone group, then BellSouth vould pay a SmartLine 

13 Cor thea. 

14 The aajority of their seta are nov going to 

15 be on a duab line baaia. 

16 0 Tbe aajority of BellSouth's aeta today are 

17 duab pbonea; ia that correct? or vill be claaaifiod 

18 aa duab phonea? 

19 A The aajority of the aervicea received in 

20 1995, vhich ia the year of the atudy, they vera 

21 receiving SaartLine aervice. It didn't neceaaarily 

22 aea.n the phone vaa a duab phc.ne. It could have been a 

2l eaart pbon• vith the fu.not1orAlity not turned on, 

24 becauae there vaa no need to vork the aervice order to 

25 do that iaaue aince you already had the functionality 
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45 

1 in the co. 

2 Thera'• it .. a on a amart phone that providea 

J auch aa vhan tha box ia rull, ia it vor~inq, thoae 

4 type itaaa, other than the tunctionality you r eceive 

5 through l.."'a s.artLina. 

6 Q And vbat ia your dllllb line rate; do you 

7 know? 

8 I believe it a verage• $27 ia the t lat rata 

9 buainaaa rata. 

10 Q So it you aaauaa that ell ot your BallSouth 

1 . aubaidiariaa ' linea will ba dumb linea, it you 

12 aultiply that -- I think $27 tiaaa 12, it you do the 

13 mAth; I dic1n' t do thAt colcul!ltion - - what would that 

14 be? 

15 Wall, I JOt 1~.6 aillion, but subject to 

16 check. 

17 Q That •a what I got. We ' re cloae enough, I 

18 expect. 

19 

20 

21 

22 

23 

2 4 

25 

" 
Q 

Substantially below the 52 aillion. 

It you aaauaa that evan it they uae dllllb 

linea, you •ra going to qenerata $13,600,000 

approxiaata~y in revanuaa troa &3lea ot thoaa duab 

linea , ri9ht? 

a Correct . And it you look at the accaaa line 

expenaa, which ia the next line on that, the acceaa 
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1 line expe_nae tor providinq the service to this dullb 

2 linea is 14 . 8 aillion. 

3 0 And it you aaeuaa that BellSoutb will use 

4 aoae saartLinea in th.at aix, that revenue n\mbor will 

5 be co .. enaurately hiqher baaed on that $45 a aonth, 

6 correct? 

7 It will be a little hiqher, but there's not 

8 vary many aeaipublic linea, and I believe that's the 

9 aajority of the pla~Aa that would be SaartLines. 

10 0 Did BellSouth include anv ot this revenue 

11 atreaa in ita subsidy calculations? 

12 A No. It's not appropriate to include the 

13 tuture revenue atrea~• in ~etermininq what a subsidy 

14 was at a point in time. A subsidy is baaed on the 

15 revenues and expenses that were in effect. 

16 0 Nevertheless, notwithatandinq your subsidy 

17 calculations, wben the aubeidy qoea into operation at 

18 whatever linea it buys, those revenues will be paid t o 

19 BellSouth, the requlated entity; i s that correct? or 

20 the aeairequlated entity, dependinq on how you look at 

:l1 it. 

22 A Correct; to recover the coat of providinq 

23 ~hose linea, just like any other payphone provider. 

24 0 So BellSouth is qoinq to find itsel f better 

25 ott revenue-viae, a.n add.itional revenue atre-; it ' a 
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1 not included in your subsidy calculations? 

2 BellSouth Talacomaunicationa does no t 

3 improve ita ravanuaa. Aa I've aaid, tba revenues, 

4 aubject to chaok, vera about 13.6 , and we ' re giving up 

5 52 million. 

6 Q That •a aaauming everybody goea to a dumb 

7 line inatead of uaing the currant Saar tLine tl'lat ' a 

8 currently being uaad, right? 

9 That ' a the aa.aumption. Tllat 'a ay 

10 underatanding. 

11 Q Was the BellSouth stud; designed to provide 

l.l a revenue neutral result with respect to the r egulated 

13 entity? 

14 .. No, air • The BallSouth atudy vaa dotaiqnad 

15 to dataraina wllat tba ravanuaa and axpanaaa were and 

16 to det1U'111ina vhat aubaidy, if any, vaa in tba 

17 regulated world being provided to the peyphonea. 

18 Q I believe the coat ot capital number that 

19 you used waa 11.25; b that correct? 

20 .. That ' • tbe nuaber that vaa utilized on the 

21 paypbona aaaeta, yea . 

22 Q How vas tbat nuaber derived? 

23 A That•a tba current l'CC autbori:tad rata of 

24 return on rate baaa; 11 --

25 0 Tllat•a a vai9btad avaraqa coat ot capital 



1 

2 

) 

4 

5 

6 

7 

8 

9 

10 

1 ' 

12 

1J 

14 

15 

16 

17 

18 

19 

20 

21 

22 

that the FCC haa aet? 

& It 1 a the aet PCC rate. 

Q Ia that eaaantially the aoat current and 

accurate nuaber !or veigbted average coat that are 

current tor Bell8outh7 
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& It 1a the aoat current, and it'• probably the 

hi9heat. The hiqher the return you uae, the higher 

the aubeidy vould be. 

Q Haa the carrier coaaon line charqe been 

identified aa pr~vidinq aubaidiea to local ratea tor 

Bel1Soutb7 

& I believe it'• the coaaon unc1eratandinq the 

carrier co .. on line ia priced above coat. Hunting ie 

priced above coat, vertical eervicee are priood above 

coat; operator aervicea, toll, all ot thee• are 

providinq contribution. 

I c1on•t knov that I can traea - - the tact 11 

I knov I ean•t trace a particular rate eleaant 

providing eubeidy to another particular rato elaaent, 

but they are all providinq contribution above their 

coat. 

Q Are you taailiar vith BellSouth'a 

2l participation in the Plorida intr aatate un1veraa1 

24 aervice procead1"9 approxiaately a yaar ago, year and 

25 a halt aqo7 



1 a I ' • avare that there vaa the proceadinq. I 

2 vaa not involved in the proceedinq. 

3 0 Do you recall th.at 1 t vaa Ball SOuth' • 

4 poaition that it vould raaove ai9niticant a•ounta out 

5 of acceaa and place thoae into the univeraal aervice 

6 aupport under the theory that it vaa accaaa that vas 

7 providin9 the bulk of tbe aubaidiaa tor local ratea? 

8 a I'• not avare. I aaid that acca•• 

9 definitely provide• a contribution, aa doea toll, 

10 operator aervicea, and huntinq. 

1 Q Haa huntinq ever been identified aa 

12 providinq a apeoitio aubaidy to aupport local ratoa 

13 until nov? 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Huntinq baa been identified, •Y 

underatan4inq, aa providinq a contribution 

aiqniticantly above coat. It it'a identified aa 

providinq a contribution aiqniticantly above coat, 

then it vould be aiailar to acceaa aa providinq a 

contribution. 

You ' d have to look at the aervicea that are 

belov coat and aay they're -- it'• bein9 aupported by 

thia •ultitude of iteaa. 

0 Would you happen to know vhat the relative 

percentaqea ot contribution a~• betveen the tvo? 

I've aeen an old atudy on huntinq, and the 
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1 coat vaa ao .. vhere leaa ttan a dime . I believe tho 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ratea ve •re propoeing are over $6, ao that ' • a very 

large contribution . I believe it •a larger than 

acceaa, but I haven't done the aath. 

a. D'I'CIII Nc. further queationa. 

CJO"D• JODaolls Me. Green. 

caoe• xn•TJD'I'IOII 

BY U. GJt.IDI 

Q Good aorning, Mr. Lohaan, I ' a Angela Green, 

and I repreaent the Plorida Public Telecoaaun1catione 

Aaaociation, which ie a group of independent payphone 

provider• in the atate of Florida. 

I have a fev queatione for you. In your 

auaaary of your teatimony, I believe you atated that 

it waa BellSouth'• poaition that the ctate Public 

Service Coaaiaaion doea have tho authority under tho 

PCC ' a order to deteraine which rate or rate• ahou1d bo 

reduced to eliainate the aubeidy we're diacuasing; ie 

that correct? 

& That'• correct. 

Q And BellSouth cboae to apply tho reduction 

to buaineaa hunting, correct? 

a That ia correct. 

Q But vould it be conaiat.unt vith your 

poaition for the atate PSC to apply that reduction to 
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1 ao•e other rate eluent? 

2 I believe it ' • •o•t appropriate to appl)' it 

l to huntinq, but I believe the C,_iaaion has the 

4 authority to provide it - - to reduce any rate that ' s 

5 priced above the coat . 

6 Q Okay. So you would agree, then, they could 

7 choose aa.e other rate eluent based on a policy 

8 reason? 

9 

10 

Yea. 

I beli~ve you also stated that you -- that 

1· no one here has provided any reason that tho IXCB 

12 should be the ones to benefit fro• a rate reduction 

ll due to subsidy removal? 

14 I believe I stated they have provi~ed no 

15 reason beyond what was discussed at the agenda in 

16 March. 
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17 Q Okay. Why is BellSouth - - why did it make a 

18 tariff tilling on February 26th, '97, to raaove a 

19 subsidy? What vas the aotivator tor that? 

20 a I believe, as I stated in •Y au-.ary, the 

21 Teleco .. unications Act and the FCC orders required tho 

22 re•oval ot any intrastate subsidy supporting the 

23 payphone operations. In order t ? co•ply with the FCC 

24 order, we tiled the tariff. 

2!5 Q And the FCC order, that vas a result ot the 



1 iapleaentation of Section 276 of the 

2 Teleco .. unicationa Act of '96? 

3 I'd have to check the aection of the Act, 

4 but, y .. , it'a the reault of the Telecomaunicationa 

5 Act. 

6 0 Okay. But you agree it ia a r .. ul t of th .. 

7 Teleco .. unicationa Act? 

8 Yee . I believe I've atated tbat aeveral 

9 tiaea. 

10 0 Okay. 00 you have a copy of Section 276 of 

11 the Telecoaaunicationa Act available to you? 

12 ~ No, I don •t. 

13 0 Okay. 

14 u. GUDII Madaa Chairaan, may I approach 

15 tho witneaa? (Handa docuaent to witneaa.) 

16 0 (By ••· Gree~) If you could juat taka a 

17 few aoaenta and look at what I 've provided to you. 

18 Thia ia a copy of tho provision of tho 

19 Telecoaaunicationa Act that we have been diacuaa l ng, 

20 and if you could juat qlanca through it, I'a qoing t o 

21 aak you apeoifically what your viewpoint ia on a 

22 aec tion I •ve highlighted; but if ye>u could juat 

23 generally look at it. (Witneaa sxaainaa docuaent. ) 

24 u. 01'1'81 Angola, what aection have you 

25 highlighted? 
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1 KB . aa. .. , I ' ve highlighted (b) (1). This 

2 will not be put into evidence. You have identified 

3 for official recognition A ••ries of FCC orders and I 

4 know it ' s reprinted in there. Thia is specifically 

5 Section 276 of the Teleco .. unicationa Ac t that we 're 

6 looki ng at. 

7 IOl. pKJ.x.wqpnn:• Thanlt you. 

8 0 (By ... GreeD) Mr. Lohman, if you wou ld 

9 look at Subaection (b) of Section 276, and you see 

5 3 

10 under that there are a number of r equirements. Do you 

1 ' see in there a requirement related to ramoving subsidy 

12 by the local exchange company? I think you 'll find 1t 

lJ in (b) (1) (B) . 

1 4 

15 

16 

17 

18 

a 

0 

a 

0 

a 

correct, yes. 

What doeR it say in (b)(1)(8) ? 

Well, the 

You can paraphrase. 

Well, the issuea, the (b) (1) we're talking 

19 about is contents of requlation, and it lists the 

20 items that the Telecomaunications Act s aid must be 

21 accomplished . The (b) section is diaoontinuing the 

22 

23 

24 

25 

intraatate and interetate eubeidiee, to paraphraae 

whAt it nys, 

0 Okay . 

1 It' • vhat we cliecueaed earlier . 
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1 Q Okay. And I'd like you to look at 

2 section (b)(1) specifically and tell ae, doea Congro•e 

3 tell anything about what it h.aa in mind about romoving 

4 the aubaic!y? OO.a it give you an idea ot what it 

5 thinks we •re doi"9 all this tor? 

6 The basic -- in order to proaote coapetition 

7 among payphone providers and proaote the widespread 

8 deployment of payphone service to the benefit of the 

9 general public. 

10 Q Let •• ask you this: It the rates that 

J. payphone providers were reduced in any aaount, would 

12 that help promote widespread deployment of payphono 

13 aervioea? 

14 I don't know that I can say -- I don't knov 

15 the protit level of the various coapaniea providing 

16 payphone. Reducing the coat aay not chango that at 

17 all, it there's already a very lllrge contribution. 

18 Obviou.ly every buaineaa wants to lower ita coat as 

19 liiiJCh aa possible. 

20 Aa I understand it, the average rate now 

21 payphone is $27. I'a abowinq that ay coat on an 

22 eabedded baaia ia aiqniticantly above that. 

ZJ So to anawer yoYr qu~ation, lowering the 

tor 

24 rate obviously aakea it cheaper for a coapany to qat 

25 into the payphone business, but it it •a not covering 

FLORIDA POBLIC 8BRvtOa OOMMl88tO• 
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1 the coDt ot providinq the access line, I ' • not sure 

2 that aide ooapetltion, baeau.e you can't attord to 

3 continue providing. 

4 Q Well, I would aqree with you those are two 

5 totall)' eeparate iesuee and, ot couree, we're not 

6 really talkinq about what your coete are to provide 

7 the eervice. We ' re juet epeakinq hypothetically thalt 

8 it you bad a rate that you charged people tor a 

9 payphone line, and you, or any other Ltc tor t .hat 

10 lUtter, were to reduce that rata, wouldn't it 

J. l09ically tollov that you would then have aore people 

12 qettinq aore payphone linea it the price to thea wore 

13 l .. a? 
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14 All other tbinge beinq equal, it you lowered 

15 the coat, then ao~• people could qet into the 

16 business. 

17 Whether the 11arket oan support aore phonu 

18 is a ditterent queetion. Whether it would really laat 

19 long ter111, I don 't know tbat you can aru1wer that. 

20 

21 

Q 

a 

That ' s true. 

You're baaioally aeking •• it you can aaka 

22 the coat ot buaineee oheaper, would aore people want 

23 to get into the buaineaa. 

2• The other part ot thh eeotion where the FCC 

25 orders iapl-enting the section talktl about that the 
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1 rat•• ~inq charged to the l OP provider• have to be on 

2 the nev eervicee teet, which aeane they have to cover 

J coat. plua can bave a roaaonable oontri~ution. 

4 0 And I underatand --

5 .a We're talltinq about one aection ot the A.ct 

6 here. But I'd like to eay the FCC order• implementing 

7 it, and I believe even the Act itaelt, diacues i~ bAd 

8 to be at coat. I don ' t have the aeotion in front ot 

9 ••• 

10 0 Okay. All right. 

11 a. So you aaid ve•re not talking about coat. I 

11 think it'• part and parcel. You can't talk about 

13 recSucinq a rate it you're not tolkinq about the coat 

14 or providing that rate. 

15 0 Okay. 

16 

17 

.a 

0 

And that vas recognized. 

Tbat ' e fair enough, Kr. Lohaan, and I think 

18 that ve'll probably be looking At thoee in a later 

19 proceeding. 

20 But ainae you did mention the coat of 

21 payphone aarvice, if it vare abovn that B-~lSoutb hAd 

22 costs tb.at vera belov the rAta it vile charqinq, then 

2J yoy woul4 aqJ"•• that section 276 .la going to require 

24 Bell to J14ke a recSuotion in that r ute, wouldn ' t you? 

25 .a No, I vould not. The nev eervicaa act aaya 



1 you have price, a cost, plua a reasonable contribution 

2 to cover shared and overhead co•t. 

3 Q And I underatand it'• your poeition thQt 

4 your coati are higher on the average than the current 

5 rate you're charqi.nq on the averaqe. But vhat I' 11 

6 asking you is hypothetically i t your coat on the 

7 average un4er the nev services teet were below the 

a rate you vera cbarqinq, you would then havct to nke e 

9 reduct ion in your rate, correct? 

10 No, 11a 1aa, I don ' t aqree with that. The new 

11 sorvicea teat recovers cost plus a reaaonable 

12 contribution. 

0 OkAy. But -- I think •AYPe we do agree, if 

14 coste plua a reasonable contribution turns out to 

15 be -- when we look at the evidence, which we don't 

16 have i n trent ot us today -- it that turns out t o bo 

17 below the rate the local exchange co•pany ia charging, 

18 you then would need to reduce that rate. 

19 xa. WBX~at I'll going to object on the basis 

20 that the qu.estion has alraady been asked and answered 

21 two times, and that I think we ' ve qotten quite tar 

22 atie~d ot what the issues are in this docket. 

xa . aaas.t I think it requires a yes or no. 

24 I don ' t think it's been answered. And your witness 

25 opened the door vith hi• discussion on this subject, 



1 and once I get an answer I'll be glad to move on, 

2 Madaa Cbairaan. 

3 cmaDUIIII JQIJI80•r Go llbud on~ answer the 

4 question, if you remember it. 

5 WI!WW88 ~~ Would you repeat the 

6 question, please? 

7 MS. aa ... t It will probably be a slightly 

B different version --
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9 CQIDU88IOKD M aaxs Madlllll Chainaan, I think 

10 they're talking pa~t each other. 

11 Mr. Lohman, you've said you're entitled to 

12 coat plus a reaaonable contributioni if your rate is 

13 above that, you 're going to have to rtduca your rate; 

l4 is that correct? 

15 U'12U8 LOlDDUit correct. 

16 KS. CDJIDI Thanlc you . I appreciate that 

17 answer clarifying that for us. 

18 Q (BJ ... Green) Now, giv~n that BsllSouth 

19 and other local exchanges companies have that 

20 obligation under Section 276, wouldn't that be a 

21 reason that the benefit of subsidy reduction should 

22 flow to pay telephone providers? 

23 I rulhe tbAt r~ires u number of ita and 

24 leaps of faith and hypothetical•· 

25 A If all of that ware true -- which I'• not 

n.otlDA PIJBLIC 81DlVIOB COIDU88IO• 



1 aqreeinq it'• true, obvioualy, aince I have a coat in 

2 my study aiqnit icantly above the $27 average, 80 the 

3 hypothatic&l ia beyond ay raala or ac::ceptance but 

4 the hypothetical , it would j ust be one aore aervice 

5 that thia co-iaeion could loolc at to reduce. 

6 Any service that's providing contributinn 

7 can be l oolcocl at it it vere to reduce these rates. 

8 Q Well, isn't there a nexua between the 

9 purpose ot Section 276 and the benefit to eomo end 

10 user aoaewhere tr~ aubaidy reduction? 

11 I'a sorry. No aatter where the subsidy 

12 coaea, it ' s going to -- ie removed, it ' s going to 

13 benefit a ouatoaer, or a consumer. I don ' t know if 

14 that'• what you aalced ... I'a not sure. 

15 Q Okay. That ' s fair enough. 

16 It 8ellSouth down the road i n this 
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17 proceeding has to make some reductions to the end uaor 

18 rates that it charqee payphone service providers, it 

19 will have aieeed the opportunity to have otfeet it 

20 uaing thia eubaidy, won't it? 

21 Yea -- vall, I queee you 're saying should wo 

22 have put it on payphone. We won ' t be able to then do 

23 it if it'a uaed aomavbere el••• b~t in that case 

24 you ' re aelcinq tor it to benefit your oliente ae 

~' they 're -- •• ouato .. re. 
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1 When I say it will benetit the consUIIIer, the 

2 consumer, it it ' s access reduction, could be AT,T, 

3 KCI, bacauaa thay •ra the uaar o! tha service; they ' re 

4 going to gat rsduce4 rates. Or tha consUIIIar can be 

5 the and user, which ve •re doing vith the direct --

6 with directing it s t raiqht to hunting. 

7 so, sure, it I don't put it on payphone nov, 

8 then the paypbone coapaJ~ias aren't going to get the 

9 banetit ot it, including BellSouth ' s payphone co111pany. 

10 It I put it on access, AT,T, KCI gets the benefit ot 

1 ' it. It we put it on bunting, it goes directl y to the 

12 business custoaers. It's just a ditterent group or 

13 cuato-ra. 

14 What ve•re talking about is which group ot 

15 cu.st0111ers gets the benefit ot the reduction. We 

16 believe it's 111ost appropriate on the hunting where 

17 we're putting it. 

18 Okay. Thank you. 

19 Just in closing, I want to go back to 

20 something Kr. Hatch 11as asking you about, and I want 

21 to clarity tor ayselt the EXhibit TFL-1 that's beon 

22 identified as EXhibit 5, the subsi dy calculation 

23 attached to your taatiaony. 

24 This does not represent, than, a picture or 

25 subsidy raaoval on a going-torvard basis under Bell's 
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1 currant buaineaa plan tbat vaa actually iapleaentod on 

2 April 1.et, doea it? 

3 A Yea. It reflaota the r .. oval ot the 

4 aubeidy. And that r..oval of the aubaidy ia an 

5 ongoing iaaua. I ' • afraid tbia ia aecountant-lavyor 

6 quoation . But the aubaidy ia vhat vaa happaning in 

7 1995; what aubaidy vaa built into your regulated 

8 oporationa at that point in tiae. That•a what we're 

9 raaovinq. 

10 You're aakinq ae ia it lnoking at what 

11 payphone operations look like in the future. No. 

12 That's not the aubaidy we're talking about. We're 

13 talkinq about vhat raqulated aubaidy at o point in 

14 time waa baing provided to paypbona operation. 

15 Q But thia ia the type of study -- thia would 

16 aake sanae, wouldn't it, if the co11pany vera -rely 

17 aovinq ita payphona operations over onto another aet 

18 of books and ereatinq an artificial vall? Thia study 

19 would reflect that picture aa a current going-forward 

20 buainaaa operation. 

21 a No, it would not. 

22 Q No? 

33 

24 deregulation occurred, tbare•a really no accounting 

25 treataent ea far aa tba end reault between atructural 



1 eeparation and nonatructural regulation. You get tha 

2 ea.e ana"er. 

3 The eubeidiary ie going to be charged the 

4 eaae acceee or tbe eaae tarit£ rate aa any other. 

5 That'• a requiraaent ot Part X on an attiliate 

6 traneaction. Whether it'• atructural or 

7 nonatruotural, you etill have to oharqe tarit~ed 

8 ratee. 

9 0 And to tbat extent, I aean, all ot the 

10 accountinq tbinqe ~~at "• do are artiticial 
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11 c-onetructe . They necaeearily have to be, wouldn't you 

12 aqree, baoauae you auet capture eo .. alice ot tiae 

13 that ie no lonqer a current alice ot tiae? Ia tbat 

14 vhat you eaid? 

15 A I don ' t knov that I eaid that . 

16 0 Okay. But you did aqree that thie aubsidy 

17 calculation ie not a picture of Sell 1 1 revenu• 

18 condition on a qoing-torvard baeie vith &ellSouth 

19 Public Teleca.aunicatione ae a eeparate eubeidiary? 

20 A That'• correct. Thie represent• the eubsidy 

21 vben both paypbone and tbe reqular operation ¥ere all 

22 regulated . Tbie ie "hat the co .. ieeion'• order in the 

23 Teleco .. unicationa Act requirae; "hat eubeidiae are 

24 aabedded in current rata• on the current operation ot 

25 the payphon-. 

., 
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1 a. cmmara Thank you. I have no turtber 

2 questions . 

3 ~ JOIXIO•a Statt. 

4 CROll JIDiliD'l'Ia. 

5 BY D. PBLLKQ;!TJri I 

6 Q Goocl aorni nq, Mr . Lonaan. Charles 

7 Pellegrini on behalf ot co-halon staff. 

8 a Good aorning. 

9 Q I nave soma questions tor you. 

10 Let •• rater you to your rebutt~!. testimony, 

11 Puge 7, Linea 17 tbrouqb 21. 

12 

13 

Yea. 

Thoro yoY !!!~• !I statement that "No evidence 

14 bas been presented by tbe carriers that would give t he 

15 Commission reason to change ita original decision." 

16 Ia tbat correct? 

17 

18 

A 

Q 

Yea . 

Tell me, baa BellSoutb presented an:y 

19 evidence i n support ot tbe commission's original 

20 decision? 

21 I believe it baa in tbat it ' s presented the 

22 dollar Slllount. of bow much of tbe reductions over the 

23 last three years have already gone tc access . I'm not 

24 sure ~at vas discussed in the original agenda 

25 conference. I could be wronq on that, but I believe 



1 that ' s a new -- a new abowing of the dollar ._.ount. 

2 Q Can you be aore specific? Did you present 

J that evi4•noe in your direct teati•ony? 

4 A I believe it ' • in th• rebuttal testimony. 

5 It's just above that on line -- starting on Line 12. 

6 I tallc: about. the percentage in the actual dollar 

7 a.ount. 

8 

9 

All right. 

And I believe on Page 2, beginning on 

10 Line 21, where we tallc about that the required 
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11 re4uctio.na were 60, 80 and 84 aillio.t for a total of 

12 2:; , , qoinq over to the next page, that of this aaount, 

ll 183 m1111on ware aade a• access reductiona, and that's 

1 4 au. 

15 And I thinJt even aore i aportantly ot the 

16 reductions that have ju•t gone in required tor the 

17 October 1, 1996, reduction, over 9lt of th .. went to 

18 access reductions. 

19 We aay have talked in generalities at the 

20 agenda about that, but I don ' t believe we ehowed the 

21 total dollar a.ount to thie degree. 

22 Q 

23 directly qo to the support of huntinq chsrges a• the 

24 appropriate eleaent tor reduction, does it? 

25 It does to aa, because the 
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1 in being argued in tbie bearing vas that it ehould go 

2 on access, not bunting . So I believe by saying and 

J sbowinq why it abouldn 't qo on accaea, that aupporta 

4 hunting; but that aay be semantic s. 

5 Q I understand what you're saying ia that the 

6 reduction should - - that no further reduction a.hould 

7 be made to switched access, and I understand that. 

B I understand your reasoning tor making that 

9 statement, but I don ' t think that necessarily supports 

10 BallSouth ' a election c t hunting charges as the 

11 elvuent - - aa the place tor the reduct ions to have 

12 bean made, or to be made. 

13 I believe the only other ia that it qo•a 

14 directly to the end user. We talked about that i l' 

15 this case, that the hunting reduction actually 

16 benetits directly another qroup ot our customers . I 

17 believe that •a support tor it also. 

18 COIOUSSIO:WU DDBOBI Mr. Loluaan, while he's 

19 hesitating tor a aoaent, I believe I understood you to 

20 say in response to a question on cross e.xaaination 

21 that it's your belief that the contribution troa 

22 hunting is larger than that derived trot:~ access. 

2J WI~I LOKMa•• I believe T. 1114 I hadn ' t 

24 calculated and coaparad it to, Coamissioner Deason. 

25 But tho study I looked at -- and it ' s an old study; I 

n.oUD& l'O'BLIC 811RVIC8 COIIXI88IOB 



1 don't remember the year -- but it showed it was about 

2 a dime cost tor huntinq, and the rates are in $6 and 

J $7 range, and more than that, I believe, pre tbie 

4 r eduction we made. 

5 I d idn't do the calculation, but I believe 

6 i t would probably be higher than the numbers in 

7 Mr . Guedel ' s, but I have not done the calculation. 

8 It's a siqniticent contribution, obviously ; over $6 

9 compared t o a diae. 

10 ~ (By Mr . Pellegrini) Mr. Lohmftn, let me 

11 turn your attention now to Exhibit TPL-1 attached to 

12 your direct testU.ony . 

13 A Yea . 

14 Q And epeoiticall.ly to the nwaber for access 

15 line expense, 14.803 aill.lion. 

16 A Yes. 

17 Q Tell ae, please, how was that number 

18 calculated or estiaated? 

19 A That nuaber ia baaed on the coat study 

20 aupportinq the SmartLine tariff. It ' s a coat study 

21 specifically identifying the coat of SaartLlne 

22 service. 

2J Tb~t w•• an incremental study, eo it had to 

24 be tuen to an ••bedded coat study, vhicb is the 

25 appropriate way to look at a etudy -- at a subsidy i• 

I'LOJUDA PUBLIC 8DV1:CB COXIU88IO. 
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1 on an ••bedded baaia. But it ' a baaically takinq a 

~ coat atudy that identified the particular coat of 

J provi~inq s.artLine aerviee; the co coat, the loop 

4 coat, thoaa type it .... 
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5 

6 

What waa the year of that atudy, Jtr. Lohaan? 

lt waa a -- 1 believe it waa a 1993 atudy. 

7 lt waa than brouqbt forvard to a 1995 baaia by lookinq 

8 at the 1'Pl index, the ohanqe of aabedded coata from 

9 '93 to '95 abowin9 a qrovth in the coat to brinq it to 

10 an up-to-date e t udy. So it vaa oriqinally a ' 93 atudy 

11 updated on a factor baaia to place it on a 1995 baaia. 

12 Q Doe• that -OI.lllt, the 14.803 •illion 

13 expenae, include a r1turn component? 

14 

15 

A 

Q 

16 return? 

17 

Yea, it doe.. 

What vaa the rata uaed to calculate the 

Tbara vera aeveral rate• in the coat atudy 

18 itaelf. I believe they vera over 12,. I don't 

19 reaeaber the exact -- it'• in a interr09atory. I can 

20 qat it for you. But it vaa over 1~'· 

21 And on the ditteranea -- on the inc r ... ntal 

22 pieoa brinqi"9 it to a currant baaia, on tha atudy 

ZJ baaia, to ••~~ it, and than to a '95 ba1ia, ve uaed 

24 the 11.25 rate ot return on that. 

25 So the loweat return in it vaa a 11.~5, and 

n.oJUIIA JIIJBLIC IDVICa C<lMII:IIIIOII 



1 

2 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the return on the aajor part of the atudiea we• over 

12t; I believe 12.36, but I'd have ; o loolt a t the 

interrOC)atory. 

So it 1e e rate of return above the 11.25 

for the aajority of thie atudy. (Pauae) I'• aorry. 

And once a9ain, tbe hiqber tbe ret urn, the hi9her t he 

aubaidy. I juat want to aalte that fact clear. 

0 Yea . Doaa that nuaber repreaent all of the 

line expenae in Bell8outb ' • calculation of the 

payphone aubaidy? 

Yea. That ia our total eabedded coat, 

includinq a return on ~veataent for providinq the 

saa1tLine aervioe . 

0 The reet of the expenae, then, ie aet 

expenae; io that correct? 

A correct . The reaaon ve•ve broken it out to 
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two piec .. ia tbe ace••• line, the SaartLina, ataye 

r egulated . So what we did in the atudy, we aay how 

much revenue• did you receive . we aaaiqned that tirat 

to the requlete<S operation and covered thoae coata. 

The r-ainder ia tbe paypbone operation that '• beinq 

der equlate<S, and aee bov llUcb revenue vaa left to 

cover tho•• coata . 

And tbat•a bov you deteraine there wae a 

aubaidy, becauae there waan•t e reaaonahle ralte ot 
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I 
1 return, the 11.25, on the payphone operation itaalf, 

2 the piece that ' • b6inq dar.;ulat~. 

3 Q Let M aak you thie, K.r. Lohaan: Waa the 

4 eat expenaa coaponant calculated differently froa the 

5 line axpanaa coaponant? 

6 a Yea. I did not have a atudy on the eat 

7 axpanaa aida . For calculation of that, va vent to the 

8 1995 ARMIS Report and utilized that to dataraina the 

9 coat of the payphona operation. 

10 Q Why vould you not have ueed ARMIS data to 

11 ca · culata the line axpanaa? 

12 a I don't believe it ' a aa accurate aa uaing a 

13 a pacific atudy that addraaaed SJDartLina. ARMIS 1a 

14 vary auch an avaraqa of it.... It'• an average loop 

15 coat. It wouldn ' t nacawaarily have the correct co 

16 equipaant in it for paypbona. It'• juet a vary aa 

17 wa all know, aaparatiofta ia a fairly broad aaaignaant 

18 of coat batvaan cateqoriaa. 

19 I believe it'a auch aora accurate to uaa a 

20 coat atudy that aupport. the t .ariff tiling in thie 

21 atata tor SaartLina earvica to prica-out the coat of 

22 the accaea line. We didn't have that atudy on the 

23 paypbona aida. 

24 In addition, it 'a aucb aaaiar to identify 

25 paypbona coat aa a aaparata coaponant . Tba accaaa 



1 line, you know, it'a an average of the 6 aillion 

2 access linea in Plorida. 

) Tba paypbone identities payphona. It's a 

4 aeparate account vbere you can identify payphone 

5 inveataent, paypbone coaaiaaiona, collection, those 

6 type it.... so it'a aore of an identified coat in 

7 ARMIS for the payphone expenae, vbereaa the accaaa 

8 line expenaea ia a reault of broad averagea. 

9 And in that caae ve had a atudy that had 
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10 bean uaed to aupport the tariff fili"9 , a.nd ve believe 

11 that•a auch aore appropriate to utilize to identity 

12 the coat. It ' a aore &pacific. 

lJ Q The ARMIS data represents a raqional 

14 averaginq; ia that correct? 

15 A It ' & the current original leaa depreciation. 

16 It ' a the net book, ao to apeak, of vhat•a there. It'a 

17 an average of the --

18 

19 

I .. an to auggeat it'a non-Florida apecitic? 

No. It ' & Florida-apacitic. There ' • an 

20 ARMIS Report tor each atate that break• ia out, and 

21 it'• very auch atate specific. 

22 0 Are there any other difference• in the 

2J methodol09iaa uaad other than that on• 1• 

24 Florida-apaoifio and -- vall, all right. You're 

25 aaying that in both caaea the datA ia 

I'LOJllDA IIOBLIO 8D'f'IOI O<*la88IOJI 



1 Flori~a-epecitic. It wae uea~ both ; o determine line 

2 expanse an~ aet expanaa? 

3 A Yea, air. In bo~b cases it ' s 

4 Florida-apecltio data; it'e aabadded coat; it ' e the 

5 net plant. The depreciation ie on a Comaiaeion basis, 

6 which is ditter4nt than FCC. 

7 Tbe only ditterance ie because there'• a 

8 study identityinq SaartLine coat that •e previously 

9 been utiliz~ ie backup to a taritt tilinq tor 

10 SmartLine ratae, we talt that ' s the moat appropriate 

11 cost to u.ea tor the ace••• lin .. , knovlnq that the 

12 aver· ~ea in ARMIS a r e aucb broader than juat SaartLino 

lJ cost. 

14 0 But vera not loop ccete a.n avaraqe across 

15 BellSouth'e nina atatas? 

16 I believe they bro etato-epecitic, ie my 

17 undaretandinq ot the coat etudy. 

18 0 Is there eolla reason that perhape that ouqht 

19 to bo checked further? Kava you some doubt about 

20 that? 

21 

22 

A 

Q 

No, air, I don ' t. 

All rlqht. Let •• next rater you, 

~3 Kr , Lohllan, to ~~l~outb'e taritt tilinq. That ' s the 

24 exhibit that hae been identified I think ae EXhibit 2. 

25 And spacitically, Paq .. 5 ot 11 and 9 and 10 ot 11. 



1 I'a eorry. I ' • llavinq a llard tU..e finding 

2 tile docu.enta that were in the packaqe that I 

J received. 

4 u . R1'l'•a I tllink if you look at the top 

5 of the exhibit, i~ ' • Paqe 17 of 27, and Paqee 21 and 

6 22 of 27; ie that correct? 

7 

8 way , but I think you ' re correct. 

9 

10 out. 

11 

u . n:t'l'•a No. It ' a tile one you handed 

WI'l'Wa88 LO~a Paqe 17 of 27 on the top? 

12 I'a aorry, I wae looking tor a different label. 

lJ 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

0 

"Florida, 

A 

0 

"Florida 

A 

0 

docuaent, 

(BJ Mr. relle~iDi) That'• entitle~ 

All otller Payphone Expense Detail." 

Correct. 

And Pages 10 -- 9 and 10 of 11 are onti~led 

Inveetaent Detail . • 

Yea. 

All riqllt. 

CC*YT88IOJID IUULDIGI 9 and 10 ot 11? 

a . •~na Wall, in the oriqinal 

ca.aiaaioner tciealinq. 

C(*Ml88IOIID ltiULDIGI Tllank '(OU. 

u. n:t'l'•a It would be Paqea 21 an~ 22 of 

25 27 at the top. 

n.onoa. I'U'BL:IC 8DVXC11 COJDI188IOJI 
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1 

2 Q 

COIOIIeeiOJrD &IULDGr Than)c you. 

(., Mr. Pell~iDl) Let •• aak you thia, 

3 Kr. Lohaan: Would you aqr•• that the expense aaounta 

4 which are ahovn on Page 5 of 11, and the invaetaent 

5 a•ounta, which are abovn on Pagea 9 of 10 of 11, w~re 

6 taken fro. BellSouth 1 a 1995 ARMIS R.eport and vera 

7 allocated t o BellSouth 1 a payphona opera tiona and 
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8 bet ween the line and aat coaponente boaed upon various 

9 f actors? 

10 Ae identified ir the ARMIS Report, these are 

11 the ARJftS invaetaenta and .xpenaea, yea. Ae 'I stated 

12 earlier, we uaed the coat atudy that was aore specific 

13 than these costa to develop thoae expenaea. 

14 Q All right. Then did BellSouth uae the aet 

15 component determined fro• the ARMIS R.eport allocation 

16 and the line coaponant detenlined fro• another source, 

17 that ia the coat atudy, to calculate the 

18 $6.501 aillion payphone aubaidy aaount? 

19 a Yea, air, we did. All I stated, I believe 

20 the specific axpenaa atudy ia a better nuaber to uao 

21 than ARMIS. The only data va bava -- and it ' • 

22 pr obably •ora accurate, becauaa you bava specific 

23 categories of payphona on the payphone expmaea 

24 theaaalvea. 

25 I •ean, a payphona aet ia a payphone aat. 



74 

1 It ' s not luaped with all the -- there a no otber iteaa 

2 to lump it with . So the answer is yea. A specific 

;, study on the line expense, ARMIS on the payphone 

4 expense. And thia waa the consistent ••thodo loqy in 

5 all nine states. 

6 Q I understand what you ' ve aeid, but vhy did 

7 you elect not to use ~s data? I n order to apply 

8 consistent methodoloqies, why did you not uae -- elect 

9 to use, ~s data for the calculation of both 

10 nu.mbers? 

11 We believe the ~pacific study data ia the 

12 •ore arpropriate data to uae for the Saa.rtLine access 

13 l~e. It's more -- by bein9 specific, it ' a •ore 

14 accurate. 

15 If you loot at the total coapany, i t ' a just 

16 the appropriate way t o do it when you have specific 

17 costa veraua the broad averaqe ot ARMIS , it you have 

18 it. 

19 Q Ia there a siailar coat study that ~ould 

20 have been used tor the calculation ot the set expense 

21 nuaber? 

22 1 No, air . And aa I stated, the ARMIS coat 

~) tor the aet apeoifioally identified it ... that are 

24 unique to paypbone. It'a the aat itself. Ct ' s the 

25 collection expense. It ' s the 111ai nt•na.nce ot the eat 
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1 itaelt. It'a the inveatllant ot the telepllone aet 

2 ancloaure. 

~ So the ARMIS on the payphone piece •of it is 

4 fairly accurate on detininq what thoae coaponenta are. 

5 When you move to an acceaa line, it •a juat a loop is a 

6 loop. All loop& are the aame in ARMIS. So we believe 

7 that'• a aore appropriate .. thodoloqy, aore 

8 appropriate atudy. 

9 0 Well, then in a hypothetical aenae, it a 

10 coat study a.xisted tor the calculation ot aet 

11 expenses, would you expect a nuabar to be aat•rially 

12 different, higher, lower, roughly the aame? ~ave you 

13 aome way ot MAk1n9 thtt eatimation? 

14 A There ' & not one, eo I can't give you an 

15 answer. Given the tact theae are pretty apecitic 

16 investment& in coat&, identifying collecti ons -- and 

17 the major coat component& we're talking about, the aet 

18 itaelt, the axpenaaa aasociated with maintenance ot 

19 the set, the expense& associated with collecting the 

20 coins tro.m the aet, the expenaea associated with the 

21 sales , you know, the contract - - securing contracts at 

22 varioua location•, I would expect that to be •ore 

23 payphone apecitio than I would juat s loop-1&-a-loop 

24 study, which ia in the acceaa line side ~t it. 

25 Q Then are you eaying under the hypothetical 
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1 oirOUIUitanoe that I've outlined that it'• not poaaible 

2 tor you to prediot the raault? 

3 ~ With lOOt accuracy, no . But I vould -- •Y 

4 gut teeli"9, ay inatinct troa doing coat accounting 

5 and froa regulatory atutf, ia that, yeah, that nuaber 

6 is probably -- becauae the coaponenta of ARKIS are 

~ more apeoitioally identifiable aa payphone related, a 

8 atudy of that data vould probably give you an anaver 

9 very oloae to ARKtS. 

10 Q very o loae. All right. 

11 Kr. Lohaan, it'a true, ia it not, that you 

12 appli&.d the prinoiplu of Parte 36 and 69 eat forth in 

13 the aeparationa aanual in developing the inter•tata 

14 payphone expenaea and inveataent? 

15 A The payphone expenaee, yea. It '• right ott 

16 of ARMIS, eo obvioualy it'• utilizing that vith a few 

17 minor adjuataente . 

18 Q would you then aqr .. , eubject to check, that 

19 if the ~aae principle• vera applied in developing the 

20 intraatate line expenaea and inveetaent, an additional 

21 subaidy aaount of $1.001 aillion tor a total au~idy 

22 calculation ot t7 . 502 aillion would raault? 

ZJ A It you juet toolt atrlliq~t NUOS data and 

24 uaad it, aubject to cbae)c, that nuaber ia about --

25 riqht at $1 aillion. I won ' t out to the 001, but yea, 



1 riqht at $1 aillion. But I don't bel.ava that ' • aa 

2 accurate a nuaber aa ualfl9 a apacitic coat atudy that 

3 i dantitiaa it. 

4 I did, juat ae a check on that nuabar 

5 tollovinq the prabaarin9 atat ... nt, and 7.5 aillion 

6 vaa i ntroduced at that point in tiae. I did a check, 

7 quick check on total coapany. 

8 It I uaad the aaaa procedure• on total 

9 BallSouth tor the nina etat .. , I would reduce the 
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10 overall aUbaidy by a1aoat $2 a illion. So it variea on 

11 a atate-by-atate baaia, but -- a biqhar aubaidy, lover 

12 aubaid• . But I believe uainq a apecitic atudy ia acre 

13 accurate than uainq the averaqee ot the ARMIS. we 

14 t iled theae atudiaa ' aupportinq tari!ta. It ' a the 

15 appropriate data t o uaa rather than the broad avaraqea 

16 ot ARMIS. 

17 D . P~l Thank you, Kr. LobMn. I 

18 have no turtbar quaationo. 

19 cwax•wa• JOBX8011 Coaaiaaionera. 

20 COKKie•Io ... oaa.a.a I bava a queation. 

21 Kr. Lohlllan, hera aqain X'• l ooking at your exhibit 

22 attached to your pratiled teatlaony, which ia the 

23 calculation ot the pay telephone aubaidy. 

24 Aa I undaratand it, the iteaa ot ~xpanae are 

25 baaed upon an •abed~ed ooet baaia1 ia that correct? 

n.oaiDA POJILIC •DVIC. C:Nnnena. 
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2 

nuus UWWJ•a Yu, sir. 

CQMM'I88I~ on•a.a Now I there Is a 
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3 question about ARMIS, which ia aabedded coat, and then 

4 the fact you have a specific line study f or the 

5 so-called SaartLinu. I: understand the question 

6 involved there, but it's all e•Mdded coat. 

7 WZ'l'IIUS :r.omo•a Yea. We took the 

8 incremental cost study and grev it to a.bedded coat. 

9 

10 thh your understanding that the FCC specified that 

11 the subsidy vas to be calculated, basad upon eabedded 

12 coat? 

13 

14 

WIT088 LOIDQIII Yea , 

cmoassxa.a DD80111 Do you knov vhy they 

15 specified embedded coat to deteraina a subsidy? 

16 

17 being an explanation. They just said use the data, 

18 the elllbed!Sed data, the ARKIS Report tor the interstate 

19 side of the study. It apecitied that itea vhan 

20 utilizing -- because that's vbat's built in. That ' s 

21 the subsidy. 

22 If you look at the total cost, at the 

23 suba112y that they voul4 ncoqnh9, 1t the)' had had a 

24 study like baa bean filed in the states on SaartLine 

25

1 

tariffs, they aay have used that, but that's not e 

n.oaiDJ. .UWLIO SDVIC. NlXMXSSIO. 
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1 tiling that ia aa~ at the FCC level. 

2 

3 use of ARMIS data, vbicb ia embedded cost, tor the 

4 calculation ot -- tor interstate purposes? 

5 WIY&aal LQIXJWa I'a sorry. I didn't qat 

6 the whole que.ation, air .. 

7 CO"'(JIIIOJID DDaOJII Did the FCC -- they 

8 specified the usa of eabeddad costs for the 

9 calculation of intrastate subsidy? 

10 nTJrU& LQJDA•a Interstate, they specified 

11 the embedded, yaa, air. I don't remelllber thUI 

12 specifying the -- that you auat use ARMIS on the 

l J intr~state aide. But I believe embedded coat is the 

14 appropriate vay to calculate it. 

15 COJDaSSIOliD DDao•• I quess that's the 

16 question I bave, a.nd perhaps you ca.n help me and 

17 perhaps you can 't . I'm at a little bit of a loss. 

18 When ve vera doinq interconnection dockets 

19 and the r esale end things - - everything was 

20 incremental coats, total service long- run increaental 

21 costs, and they were aayinq they wanted to avoid 

22 aubaidies, and that to avoid a subsidy, things have 

~3 qot to be baaed upon increaental cost, and 11hila 

24 inoruental cost aay ba below embedded coat or tully 

25 allocated cost or accounting cost, when you define a 
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1 subsidy, a subsidy ia baaed upon incr-ental cost. 

2 And nov they ' re telling us that for purposes 

3 of thia, a~idy ahould ~ based upon aabedded coat. 

4 Why all of a sudden the change? 

5 WIHU8 LO!IM!I•• I don • t know vhy they 

6 changed their arquaant on that, air . 

7 coaoaaaiOJfD DDBO»a 00 you have any idea 

8 what your inoreaental cost i5 in comparison to these 

9 embedded costa at the tiae of the 1995? Wouldn' t it 

10 ~ much lower than tully embedded cost as you've 

11 calculated it? 

12 Wl'tJ11188 LO"'Q•a Yes. We're talldnq about a 

13 cost here ot -- I bOlieve 'fe have $39 per line. And 

14 I ' • going back to vbat•e been filed before this 

15 Colllllliasioro and tbe various proceedings you diecussed. 

16 I believe it was siqniticantly lover than that, but I 

17 don 't have the exact nuaber. 

18 

19 know you ' ve not done the calculation, but it ' e 

20 possible if va were to do this on an increaental cost 

21 basis, parhapa there'• no subsidy at all. 

22 WIHU8 1.0~1 Probably there would not be 

23 a subsidy on An ~noremantal cost baaie. 

24 COJOa8810JfD DDBOJII Thank you. 

25 
ODliUQJI .J01Dllt0111 Any other questions, 

J'LOtltl& .Q'BLIO 8DVIC. 0 WMT81100 



1 commissioners? 

2 COIDI.I88IOJID OLI'' • I have a qu.e•tion. 

3 could you enuurate tor .. , 111:. Lohllan, in the other 

4 states where BellSoutb operate•, what vaa th.e 

5 subsidy -- I don't really need to know the -ount of 

6 the IUblidy, but vhat r•taa were reduced to eliwinate 

7 the subsidy? 

8 nuua to"''MI In all atatea other than 

9 Mississippi where tbere •·a bean a final decision 

10 reached -- I believe it ' s been huntinq -- Kiaaiaaippi 

11 vaa in acceaa rata1. 

12 cr- AII88IOJID CT·•••• No otber state vaa 

13 access chargee reduction . 

14 

15 

WITKIB8 LQPMAMI No. 

COXIIl:88IOJID m.aaxa Why vaa the --

16 WIDU8 LOlDiaJII ~all, let •e back up. 

17 Louisiana tied it into an overall reduction tied in 

18 with some other requlatory activities. So I ' D not 

19 sure I can say specifically what vaa reduced tor 

20 payphone, because it was just added to another larqe 

21 aJDount of money and kind of dbappaared. So that one 

22 is iffy. 

23 North carolinA apac1f1cally did hunti ng, 

24 south carolina baa apao~fically done huntinq. 

25 Kentucky baa s~citically done huntinq. 
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1 OOMMIIIIa..l 01'''• Nov, vhan you aay 

2 apecitioally dona huntinq, th6 eo.aission has taken 

3 action. 

4 Wlt'MU8 11'0"18 1 Yu, aa 'a.. 

5 c<*"TUlO ... c:ta•lfa An4 directed you to do 

6 huntinq? Or did you auggaat bunting? 

7 UftUI IJ'!B'R•a we requ .. ted huntinq in 

8 thoae atatea and the C011aia1ion accepted it baaed on 

9 aqenda-type proceedinqa, and in South carolina a full 

10 hearinq. 

11 

12 lharqea in Kieaiaaippi, did they have a hearing and 

13 then direot you to do ace••• charqea? 

14 UftUI r.-omt'•a No, aa•... I belieV'I it 

15 waa more on an aqenda aqreeaent-t~ it-. I'a not 

16 aure. I vaa not preannt at that. 

17 OOMVTIIIO ... ef'''l W6ll, did BellSouth 

18 propoae acceaa cbarqea and they accepted it? 

19 WlftUI toKKa•• I believe BellSouth 

82 

20 originally propoaed buntinq, and there were -- it aay 

21 have been aa a atipulation, an aqreeaant. I'a not 

22 exact -- I only preaented to our raquletory people in 

23 Miaaiaaippi the aubeidy etudy. I waau •t involved in 

24 traa that point on, eo I'a not exactly aure how it qot 

25 troa huntinq to thia. 



1 

2 

3 

4 

5 Exhibit 5 . 

6 

7 objection. 

cc ••t881011D ct.aU a Tllanlt you, Kr. Lohaan. 

... Dlfta I have no redirect. 

~ JOD80Jia Tllere was one exhibit. 

.. • n:l'l'JII Yea. I • d 11lce to move 

awarawa• Joa.so•• Show it admi tted without 

8 (Exhibit 5 received in evidence.) 

9 

10 

11 

12 

13 

14 

15 break. 

16 

17 

CJmlmiUf JODso•• Tllanlt you, air. 

... Dina May Kr. Lohaan be excused? 

awarawa• Jo..ao•• Yea. 

(Witness Lohlllan excused.) 

CKaTI~ JOD&o•a We ' ll take a 10-minuto 

(Briet recess taken.) 

&3 

18 caarawa• Jouso•• We're qoinq to qo back on 

19 t he record. ATiT, you can call your witness. 

20 

21 stand . 

22 

23 

24 

25 

KR. RATCBa AT'T calla Mike Guedel to the 
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1 IUD QUBX)JrL 

2 waa called aa a witnaaa on behalt or AT'T 

J CODWiie&ticma ot the Southam Statea and, havin9 be•n 

4 duly aworn, teatified aa foll~w•: 

5 D~ WJ'MTW1~IO. 

6 BY a . D1'CJ!l 

7 0 could you please state your name and address 

8 tor the record, pleaaa? 

9 My name ia Mike Guedel. Ky addraaa ia 1200 

10 Peachtree Street N~rtheast, Atlanta, Georgia 30309. 

11 By whom are you eaployed and in what 

12 capacity? 

1J 

14 Network Servicaa Divisi on. 

15 0 Did you prepare and cause to be filed direct 

16 teati111ony in thia proceeding? 

17 • Yea, I have. 

18 0 Do you bava any ch.a.nqee or corrections to 

19 that teati111ony? 

20 

21 

• 
0 

No, I do not. 

If I aaked you the aa111e queationa today 

22 would your answers be the aaae? 

~3 

24 

Yea. 

JGl, D'l'<lXI Madam Chairman , move that the 

25 direct teati111ony be i nserted into t he record as though 
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1 reacS. 

2 MPDD• Jo.oao•• It will be s o inserted. 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

lJ 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

2 4 

25 

n.clUDA PO'BLIC 8DVIC .• c:oMMUUOll 
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' 
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10 

11 

1l 

13 Q. 

14 

15 A. 

DIUCT TII:STINONY OP KXD atrBDEL 

ON BKBALP OP AT~T CONKON7CATION8 

OP THB SOIIT!mRN STATES INC . 

BBFOU THB 

PLORZDA PUBLIC SBRVICB COMM788ION 

DOCXBT NOS. 970172-TP, 970173-TP, 

970 281-TL 

PILSD1 JULY 8, 1997 

WYLL YOU PLKAS& I DII:NTIPY YOORSELP? 

My name i• Mike Guedel and my business address 

16 is AT&T, 1200 Peachcree Screec, NE, Atlanta , 

1 7 Georgia, 30309. I am employed by AT&T as 

11 Manager-Network Services Division. 

19 

20 

21 Q. PLXASB DBSCRIBB YOUR BOUCATIONAL BAC~OROUND AND 

22 WORJt BXt>ElliDICBS. 

23 

2 4 A. I received a Master of Busines9 Administration 

25 wich a concentratlon in Financ11 from Kennesaw 

1 
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1 S~ate College, Marietta, GAin 1994 . I 

2 received a Bachelor of Science degree in 

3 Business Administration from Miami University, 

• Oxford, Ohio. Over t he past years, 1 have 

5 a~tended numerous industry schools and seminars 

6 cov~ring a variety of technical and regulatory 

1 issues. I joined the Rates and Economics 

1 Oepart.ment of South Central Bell in February of 

9 1980. My initial assignments included coat 

1 0 analysis of terminal equipment and special 

11 asseml:lly offe:-inga. In 1982, I began wc•rking 

12 on access charge design and development. From 

11 May of 1983 through September of 1983, as part 

14 of an AT~T task force, I developed local 

1s transport rates for the initial NECA interstate 

16 filing. Post divestiture, I remained with 

11 South central Be~l with specific reapon.lbility 

1a for coat analysis, design, and development 

1' relating to switched access services and 

20 intraLATA toll. In June of 1985, I joined 

21 AT~T. assuming responsibility for cost analysis 

22 of network aervicos including access charge 

2l impacts for the five South Central States 

24 (Alabama , Kentucky, Louisiana, Mississippi, and 

2s Tennessee) . 

2 



Q. PLDSB DBSCRIBII YOt7R Ct1lUUDIT USPONSIBILITIIIS. 

2 

J A. My current responsibilities include dlrect.ing 

4 analytical support activities necessary !or 

s AT&T'S provision of intrastate communications 

6 services in Florida and other southern sLates 

7 This includes detailed analysis of access 

1 charges and other Local Exchange Comp~ny 1 LEC) 

9 filings to assess their impact on AT&T and its 

10 customera. In this capacity, I have 

11 represented AT&T through forn.al testimony 

12 before the Florida Public Service Commission . 

ll a s well as regulatory commissions in the otatca 

14 of Georgia, Kentucky, North Carolina, and ~outh 

!5 carolina. 

16 

17 

18 Q. 

19 

20 A. 

21 

22 

.3 

24 

25 

MBAT IS TBB PtnU>OSII OP YOt7R TBSTIHONY? 

The purpose of my testimony is t o recommend 

that the Commission utilize al l available 

revenues identified through this payphone 

operation• inveatigation to reduce intraot.at~ 

s witched acceaa charges (specifi ,·ally t.he 

Carrier Common Line or RIC elements). 

) 
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1 Q. 

~ 

) 

4 A.. 

5 

6 

1 

8 

9 

10 

11 

12 

u 

14 

15 

16 

17 

18 

19 

~0 

21 

22 

23 

24 

~5 

COtJLD YOt1 o•SCJUBI Tim GENBSIS OP THIS 

PJl~ING? 

Yes. In order to promot~ competition among 

payphone service providers, the 

Telecommunications Act o f 1996 (the Act) 

directed the Federal Communications Commission 

(FCC) to: 

(AJ establish a per call compensa tion plan 

to ensure that all payphone service 

providers are f a irly compensated for each 

and every comple ted intrastate and 

interstate call using their payphone, 

except that emergency cal ls and 

telecommunications relay service calls for 

hearing disabled individuals shal l not be 

subject to such compensation/ 

(BJ discontinue the intrastate and 

i nterstate carrier access charge payphone 

service elements and payments in effect on 

ouch date of enactment, and all int rastate 

and interstate payphone subsidies from 

basic e xchange and exchange access 

revenues, in favor of a con.J>ensation plan 

4 
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1 

2 

l 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l) 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

.s 

o. 

A. 

as specified in subparagraph (Al: 47 u.s.c 

Section 2761bl Ill (Al&.(Bl. 

Iaauee pending before the Comml8sion in this 

docket f low direccly from this statutory 

language or f rom FCC orders implementing the 

contained directives. 

BAS TIIJI PCC UQanJID LOCAL UCJIANOB COKPANUS 

(L&Ca) TO BSTABLISB PROCKDOll&S TO &NSORB THAT 

LKC PAYPHONK SBRVICB OPBRATIONS AU NOT BBINO 

SOBSIDIZKD BY LKC UOULATEP 09BRATIONB? 

Yes. Through CC Docket No. 96·128, the FCC 

required that each LEC !including the BOCs l 

classify ita payphone operations as non 

regulated for Part 32 accounting purposes. In 

addition, the FCC required each BOC Lo 

establish non-structural safeguards (including 

accounting firewallsl aeparating ita payphone 

operations from ita continuing regulated 

operations. Further, the PCC identified the 

interstate financial flows associ ated with Lhe 

reclaaaification and transfer of LEC payphone 

5 
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1 

2 

J 

• 
5 

' 
7 

8 Q. 

' 
10 

11 A. 

12 

13 

14 

IS 

16 

1 7 

18 

It 

20 

21 

22 

23 

24 

25 

service operations and or dered each LEC t o 

ad just its respective Carrier Common (CCLl 

r e venues (and/or reduce the current CCL Cap Co r 

pri ce cap companies) by the determined dollar 

amount. 

KOW DID TD FCC Dl'nRMIN'& TD A.PPROPRUTI 

ADJUSTICDT ANOt1NT8? 

The amounts we ~e determined i n a two step 

approach: 

First , the FCC identified the costs that would 

be transferred from the regulated to the n~n

regulated operation · essentially the costs 

associated with 'he Payphone CPE. 

Second, the PCC identified the adcitional 

dollars that the regulated operation would 

receive in new Subscriber Li ne Charge (SLC) 

payments aasooiatad with the payphone access 

lines t hat the non-regulated operation would be 

purchasing from the regulated operation. 

' 

9 1 



1 

2 

3 

4 

s 

6 

1 

9 Q . 

9 

10 

11 

12 

ll A. 

l4 

lS 

16 

17 

l8 

19 

lO 

21 

22 

lJ 

2 4 o. 
2S 

The sum of these two revenue amounts equaled 

the required dollar reduction in CCL revenue. 

The net effect of this process was to hold the 

regulated operation revenue neut r al - in a 

revenue requirements sense. 

HAVB THE LECS PROPOSED RRDUCTIONS IN THBIR 

rNTRASTATB SWITCBID ACCESS CHARGES IN FLORIDA 

AS A RBSULT OP THE PAYPHONB RECLASSIFICATION 

PROCBSS? 

No. BellSouth has i dentified r e venues 

available for rate reductions. However. 

inste ad of utilizing the available revenuc3 

toward reductions in the CCL, Be l lSouth has 

chosen to apply the amount toward reductions in 

rotary hunting charges. For reasons discussed 

below, this proposal is not in the public 

interest and s hould be reject ed by the 

Commission. 

HAS BBLLSOOTH AQUBD TO RRDt1CB ITS SWITCHlW 

ACCB88 CHARCJES IN OTKBJt STATE JURISDICTIONS IN 



1 

l 

3 

4 A. 

s 

6 

1 

8 

9 

10 

ll 

12 

13 

14 

15 Q. 

16 

17 

l8 A. 

19 

lO 

21 

2l 

2l 

l4 

25 

CONJUNCTION WITH ITS RB.:LASSIPICATION OP ITS 

PAYPBONK OPERATIONS? 

Yes . BellSouth agreed t o reduce its intrastate 

CCL r ate element i n M~ssiesippi by $1.380,000 , 

t he amount i dentified in ito Miosiooippi 

Pay~hone Subsidy Study, without a hearing. rn 

Nor th Carolina , BellSouth stated that it did 

not object t o r educi ng access with amounts 

i dentified i n the North Carolina Payphone 

Subsidy Study if the North Carolina Utilities 

Commiss ion orde red it. 

COULD YOO PBSCRIBI TKB CURRENT LEVEL OF 

INTRASTATE SWITCHED ACCBSS CBARGJIS IN PLORDIA? 

Yes. BellSouth's s witched access charges are 

approximately $.05 (5 cents) per minute 

including t wo ends of switched access or, on 

an average basis, approximately $.025 (2.5 

cents) per access minute of use (one end of 

access) . GTE switched access charges are 

approximat ely $.12 (12 cents) per minute 

includ ing two ends of switched access - or, on 

8 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

ll 

1] 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2) 

24 

25 

• 

Q. 

A. 

an average basis, approx imat ely $.06 {6 cents) 

per access minute of use {one end of access) . 

Access c harges for other Florida LECs range 

from approx imately 11 cents for Indiant own to a 

high ~f over 14 cent for Centel - again 

including two ends of s witched access . 

BOW DOIS THIS PRICI LBVBL COKPARJ: WITH TH! 

ONDJ:RLYrNO CO~T OF PROVIOrNO SWXTCHBD ACCESS 

SBRVXCJ:S? 

Informat ion made a vailable through Florida 

Public Service Commission Docket No. 9509&S-TP 

indicates that BellSouth's cost of providing 

switched access service is less than $.0025 per 

access minute of use - perhaps as low as $.002 

or less. Thus, the price of BellSouth ' s 

switched access remains at a level of 10 to 13 

times that o f the underlying coot. Said 

another way, BellSouth is enjoying a mark-up 

above cost of a t least 900\ and poosibly as 

much as 1200\ in the provision of its swltched 

access services. This mark- up l s s ignificantly 

higher tha.n the mark - up BellSouth cnjoyo on any 

94 
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2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

1< 

15 

16 

17 

18 

19 Q. 

20 

21 

22 A. 

J3 

H 

25 

other major revenue producing service that it 

offers. 

Similar information made available through 

Florida Public Service comm1ssion Docket No. 

950985-TP indicates that GTE'o cost of 

providing switched access service is likewise 

less than $.0025 per access minute of use . 

Thus, the price of GTE'S switched access 

remains at a level of 24 times that o f the 

underlying cost. Said another way, GTE is 

enjoying a mark-up above cost o f a t least 2300' 

in the provision of its switched access 

services. This mark - up is significantly higher 

than the mark-up GTE enjoys on any othPr mujor 

revenue producing service that it offers. 

WHAT IS THB rNCRBHENTAL COST INCURJllm BY l'B:E 

LBCS Ill PROVIDING THB CCL ELEMENT? 

The incremental cost is zero. In other words . 

a 10' increase in demand for the CCL would 

result in a zero percent increase in a LEC ' s 

costs. The CCL is a pure conn ·ibution element. 

10 
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~ 

) 

4 

s 

6 Q. 

? 

8 

9 

10 A. 

11 

12 

ll 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

2l 

24 

25 

a cax if you will , levied by LECs on all 

interexchange carriers purchasing LEC local 

s witching access service . 

WHY IS IT NBCBSSA.RY FOR TKB COMMISSION TO 

OTILIZB ALL AVAILABLE REVENUBS TO RBDOCE LECS 

SlnTCJmO ACCESS CBAROBS AT THIS TIME? 

The Commission has long recognized the need t o 

reduce Swicched access charges in Florida and 

the Commission has made some s~gnificant 

progress over the years. However, recent 

events have raised the stakes surrounding high 

access charges. 

First, the Teleco1.ununication Act of 1996 has 

become law with a spirit o f introducing 

competition into all phases of the 

telecommunications industry. High access 

charges have never been conducive of 

competitive development - and they will ourely 

become much more of an impediment under the new 

Act. Access charges in excess of L1crementa l 

cost provide tbe incumbent monopolist with Lhe 

11 
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2 

J 

4 

5 

6 

7 

• 
9 

10 

11 

ll 

ll 

14 

15 

16 

17 

18 

19 

20 

21 

22 Q. 

21 

24 

2S 

opportunity to exact a cor ':ribution or a 

tribute'' from any potentia l competitor that 

woul d "dare'' to attempt to compete with an 

i ncumbent' D retail services. High accec;: 

charges can distort the economics o! 

competitive local entry - perhaps encouraging 

poten~ial ent ranta to build !acilitiea where 

other forma of entry such as reeale may make 

better economic senee. In either case, tie end 

user r eceives leea th3n the desired res ul te o f 

compet i tion. 

Second, LEC election of ''price cap'' regulation 

under the r ecent Florida statute has greatly 

limited the Commiseion's author ity to control 

access rates . Thie instant opportunity may 

offer the Commisslon a last obvious chance to 

drive accese charges cloeer to (though still 

very far from) t he underlying cost. 

SHOULD TKZ COMMISSI ON r ocuS ON APPLY rNQ TBB 

AVAILABLB RriDltTBS TOWARD RBDOCINQ RATBS THAT 

lttLL " DLP LBCS D:8T CONPIITITION" ? 

12 
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1 A. 
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3 

4 

s 

6 

7 

8 

9 

10 

ll 

12 

13 

u 

15 

H 

17 

18 Q. 

1 9 

20 A. 

21 

22 

2] 

24 

25 

No. Most LECs have elected price cap 

r egulation under the current Florida statutes 

as a means to adjust their prices to meet 

competitive needs. With respect to these 

companies, the Commission need not further 

augment this process. The Commission should 

instead focus its prescribed rate relief on 

those rate elements or services that are: 

l)recognized to be priced in excess of cost 

today, and 2) either not likely to be 

positively inf~uenced by competition, or l ikely 

to frustrate competition if prices remain at 

current levels. This focus will eend ~:o 

optimize the consumer benefits associated with 

this revenue disposition. 

WOOLD YOO SlllOIARIZB YOOR TESTIMONY? 

Yes. The Commission should utilize all 

available revenues resulting from the 

reclassification of payphone operations toward 

the reduction of switched access charges. 

Switched access charges currently inc lude mark

ups above cost that are significantly higher 

1l 
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1 

2 

l 

4 

s 

6 

7 

8 

9 

10 Q. 

ll 

12 A. 

than current mark-ups on any other ma j or 

revenue producing service offered by the LECs. 

In fact, the incremental coat of providing two 

of the s witched access elements (the CCL and 

the RIC) is zero. The Commission should take 

this opportu .. nity to move toward the complete 

e l imination of these switched access elements. 

DOllS THIS CONCLUD:I YOUR TBSTIMONY? 

Yes. 

14 
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1 Q 187 Jlr . .. toll) Oo you have a a~ry ot 

2 your taati.ony? 

3 A Yea, I 4o. 

4 g Could you give that please? 

5 Yea. 

6 R ... inlnq bator• the co .. iaaion era 

7 aaaentla lly tvo iaauea . Pirat, the dataraination ot 

8 the aaount ot aubaidy traditionally enjoyed by 

9 BallSouth ' a payphone operation . And secondly, tho 

10 r .. oval or diapoaition ot that aubaidy a.ount. 

11 To the first laaua, BellSouth has identified 

12 aoae $6.5 aillion in subsidy. Th~ Statt haa 

13 tentatively auw9•at.4 that perhaps 7.5 aillion ia a 

u .ore appropriate nwaber. 

15 AT'T continua• to believe that at least 

16 $6.5 million in rata reducti ons era war ranted, but 

17 laavaa the final dia~altion ot this iaaua to the 

18 co .. iaaion'a reading ot the evidence in this case. 

19 To the second, BellSoutb has proposed 

20 reducing prices charged tor hunting arranga11anta. 

21 While ATiT does not object to Bellsouth reducing ita 

22 prices t or hunting arrang .. anta, ao lonq aa the rata. 

2J continua to cover tba underlying coat ot providing 

24 that aervioa, aT'T doaa not beliGve tha~ the reduction 

25 in hunting charq .. repreaanta the appropriate 
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1 disposition of the available subsidy dollars. 

2 Instead, AT'T reco~enda that the co .. Laaion utilize 

3 all available revenue• to reduce svitcb~ ocoe•• 

4 cb.arqea ; a~cifically, BellSouth • s carrier co:1111on line 

5 charqe. 

6 I n takinq this action the ca..ieaion should 

7 consider the followinq: Ace••• charqea are still .. 
8 priced significantly above their underlyinq coat. In 

9 BallSouth ' a case, approx~tely 10 to 13 tta .. tho 

10 underlyinq coat. 

11 secondly, the aarlcup on switched access 

12 char1ea ia significantly hiqher than the aarltup 

13 BellSouth e njoys on any other major revenue producing 

l 4 service that it offers. 

15 Third, incrcaental coat incurred in 

16 providinq the carrier co .. on line charqe is z·ero. 

17 This ele•ent is clea.rly providinq a subsidy. 

18 Fourth, evitched aoceee has traditionally 

19 been recognized to be priced artificially hiqh in a 

20 effort to ltaep other rates low. This at.at-ant cannot 

21 be directly aade of huntinq arranqamanta or other 

22 local service otterinqa. 

23 rittb, ~·r elect94 price ~p ~equlation 

24 BallSouth already baa sufficient opportunity to reduce 

25 end user rates to aeat potential co•J~titive aarlteta. 

FLOaiDa PUBLIC IERVIC8 COMXI81IO. 
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1 Thue •a no n.-4 tor thh COlllllia,:ion to talte additional 

2 action with raapact to tbia pricinq at thia tiaa. 

3 And ai.xth, beeauae the price cap 

4 opportunitiaa qrantad by the P1orid.a le<1ialature, thia 

5 docket aay ottu ona of the lut opportunitiaa tor 

6 thia Coaai~aion to aova ace••• chargaa cloaar to coat. 

7 In abort 

8 price• char9ad tor huntinq arranqaaanta aay not be 

9 objectionable in and of itaelt. However, the ability 

10 to aake that reduction vith raapact to both the 

11 r89Ulatory and the financial aapacta of that choice 

1:2 haa previoualy bean granted to BellSouth by tha 

13 Florida le<1ialatura. Throuqh BallBouth ' a aalaotion ot 

14 price cap requlation it gained both tha authority and 

15 the financial vberavithall to adjuat ita rataa to aaet 

16 coapatitive naeda. No additional COllllliaaion acllon ia 

17 naceaaary. 

18 Therefore, tha ca.aiaaion ahould take thia 

19 opportunity to further reduce BellSouth'a carrier 

20 co .. on line charqa, a rata eleaant not aubjec t to tha 

21 torcaa ot coapatition. Thia concludes ay su.aary. 

22 ... ~~~ Tender tha vitnasa t or oroas. 

23 

24 

25 

,..un• JOIIIIIOJia Kr. Malson. 



cao.• WQMXD'!IOJI 1 

2 

) 

BY D. !f11I.80WI 

g Kr. Gua4•1, you .. id riqht at the end ot 

4 your that ecceea ie not eubject to 

5 coapotition. Wbat•a the baeie tor that conclueion? 

6 ~ It ' • •Y e~~rience that the incuabent LECa 

7 at thia poinc in tiae are eole provider• ot evitchad 

8 acceea earvice, an4 their price• have never been 

9 aubject to coapatition . 

1 0 0 would you think that the - - in your opinion 

11 ie the price ot buntin9 aervica aore or lee• eubjact 

12 to competition than tha price ot ace••• aervice? 

lOJ 

ll & The price ot hunting aervice will be aubject 

14 to competition certainly aooner than the price ot 

15 accaee service. Very aiaply, an alternative provider 

16 ot service could put in a local avitch and coapete 

17 vith BellSouth, tor exaaple, tor PBX trunka. And in 

18 coapetinq vith thea they could otter huntinq 

19 arranqaaente and there could be aoae price 

20 competition. I don't knov that that ' s happened yet 

21 but in theory that vill happen. 

22 However, even in that arranqe .. nt ace••• 

23 ohQr9 .. , ~tinq acceaa charq .. apecitically , will 

2 4 still not be competitive. Tbe local coapany vho haa 

25 the acceaa line eeta the tarainatinc,t ace••• charqea 



1 and they are going to be what that company seta the• 

2 to be. 

J so it's qoinq to be a aiqniticantly lonqer 

4 period ot tt... before accua will be c~pet1tive. 

5 a. KIT.IIOJII Tbank. No turthar questions. 

6 C"R"D• JOmla<Jaa x... Green. 

7 U. GaSDI No queationa. 

8 u . nxna Yea. Thanlt you. 

9 cao•• axawr-.Txo• 

10 BY U . WKITII 

11 Q Mr. Guedel , ay n .. e ia Nancy White. I 

12 re~reaent BellSoutb. 

lJ In your teati•ony you recommend that all of 

14 the available revenues trom the BellSouth payphone 
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15 subsidy should be uaed to reduce intrastate switched 

16 ace••• charqea, epecitically the carrier co .. on lino 

17 charqe or tbe reaidual intercon.nection charqe; is that 

18 correct? 

19 

20 

A 

Q 

That ia correct. 

Isn't it true that thia Comaiaaion recently 

21 elt.inated BellSouth'a reaidual interconnection 

22 charqe? 

23 A Yu , that ia correct. Thla teati•ony waa 

24 written at a ti .. when other parties vera also 

25 participating in thia oaae other than BellBouth. In 



1 Be11South's oaee the RIC baa been eli•inated eo tho 

~ reduction should be applied to t i e carrier common 

3 line. That was not t .rua or other parties. 

4 0 Now, are you familiar with the stipulation 

5 that BellSoutb entered into with PUblic counsel and 

6 variou.a other parties including ATn' in 1994 that 

7 called tor certain rate reductions? 

8 

9 

A 

Q 

I'm ramiliar, yea, that has been done, yea. 

Will you accept, subject to check, th.at in 
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10 1994 BellSouth was required to make $60 million worth 

11 or rate reductions and $50 million or that was aade to 

12 access charg .. ? 

13 

14 

A 

Q 

subject to check that sounds reasonable. 

Now, was any or that access charge reduction 

15 flowed through to AT'T'• customers? 

16 A Yea, it•a my underatanding that it was. 

l7 0 How much ot that $50 million access charge 

18 reduction waa tlowed through to AT'T'a customer a? 

19 A It's my understanding we t'lowed through all 

20 ot' it, at least our portion or the 50 million. 

21 Q 

22 through? 

23 

24 

A 

0 

Okay. And to what services was that rlowod 

I don't recall. 

Do you recall to what kinds ot' cuatomers 

25 that vas t'lowad through to? 
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1 I really don't recall tbe aarketing activity 

2 that was involved there. 

3 Q Now, in 1995 under that stipulation will you 

4 accept, eubjact to check, that $80 million 

5 BellSouth wu require<! to make $80 aillion wo:rth of 

6 rate reduction• and $55 aillion of that vas to acceee 

7 charge reductiona? 

8 Aqain, eubject to check, I'll accept those 

9 numbers. 

10 Q Wae any of tbat $55 million in acce•s charqe 

11 reductions flowed thrvuqh to AT'T' a customers'? 

12 a Yee. It's again my unders~;anding tihat we 

13 flowed through our portion ot that acceaa reduction . 

14 0 can you tell me to what services or to what 

15 custom.ers? 

16 a Aqain, I'a not aware of the aarketing plans 

17 that were utilized. 

18 0 I n 1996 will you accept, subject to check, 

19 that BellSouth was required to aake $84 aillion in 

20 rate reductiona an<S $78 aillion of that vent to reduce 

21 switched access charqea? 

22 A Subject to check . 

23 0 

24 customers? 

25 It's ay un<Seratan<Sinq that our por tion of 

• 



1 that accaea reduction was flowed through to our 

2 cuat01D8re. 

3 0 An4 c.n you tell aa to vhat services or t o 

4 what ouatomara? 

5 a Again, I ' • not awa.re of the marketing plana 

6 that ware utilized to flow that money through . 

7 u. WJUnr Kadall Chairman, I ' d lilte to a•Jc 

8 tor a lata- tiled baarino; exhibit that ahowa vhat 

9 change• AT'T made in the flow-through, to vhat 

10 services or what customers. 

11 D . D'l'CJIJ Madam Chairman, at this point 

12 I'• going to really have to object . I've been rather 

13 lrnient letting tb.- go on about thia. 

14 Plow-through ia not an iaaua in thia 

15 proceeding. It'• not within the acope ot hia 
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16 testimony. He ia not the marketing parson reaponaible 

17 tor determining where ar.od how it waa done. 

18 MS. WKI~•r BellSouth beliavee it ia an 

19 issue . BellSouth believes that hunting ia the 

20 appropriate aervice to which the reduction fro• the 

21 subsidy should apply bacauaa it benetita the and users 

22 the moat. The intarexchanqa carriere are atatinq that 

~3 &houl4 ~ !lQCaaa char9••· We're tryin9 to find out it 

24 that reduction in accaea charges baa benl'~ited the end 

25 users and to what extent. 
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1 

2 

cwat•wa• JODao•• Kr. Hatch, anythinq else? 

a . D'l'al[a There is.n 1 t an iaaua in thiii 

3 prooeedinq related to whether and how, and hov auoh 

4 any of the acceae baa been !loved throuqh to end 

5 usere. To the extent there ' s an issue about whether 

6 IXCa should be required to flow throuqh any acceea 

7 reduction a..-i.nq troa this prooeedinq, it should 

8 have been identified up front and earlier. 

9 ... WJUfl l BellSouth •e position ia that the 

10 reduction in hunti.nq beat benefits end ueere. Tha 

11 interexohanqe carriere a.re aayinq that the reduction 

12 i.n avi.tolled acc .. a oharCJe• will beat benefit 

13 custo11ers . 

14 I'• tryi.nq to tind out ia there pattern from 

15 the prior acceee cbarqe reductione, of whether that 

16 has occurred; whether aoceaa charge reduction• have 

17 bdnetited th.a end u.era of the interexohanqe 

18 cust011era, what end users or how. 

19 

20 understand, you're eayinq hov acceee reduction• will 

21 benefit the end uaera. 

22 1118. tnn'faa That ' • correct. To what 

23 aervicea have those reductions been put? To what 

24 cueto11era have they been applied? 

25 ~ Jooao•• Mr. Hatch , do you have 



1 anythinq el.. to acScS? 

2 

J 

" 

D. D~l No, aa•aa. 

CW'TIKI• Ja..tora Staff, anything? 

u. UOWJia The queation ia not really 

5 relevant to Staff ' a analyaia of the evicSence in thia 

6 caae. We have no opinion either way. We cSon•t think 

7 that we need that inforaation i n order to cowpile our 

8 reco ... endatio.n tor you. 

9 CJOTIKI• JOIIJIIOIIa tc.. White, it'a not a 

10 cSirectly atated iaaue. 1 uncSeratand the tie that 

11 you ' re tryinq to aake, but I'• qoing to auatain t ho 

12 objection. lt'a juat not directly related nor ie it 

13 ti td to any ot the direot teatiaony. 

14 u. warraa Thank you. I'll aove on. 

15 0 c-r K8 . Wbite) Kr. Cuedel, will you accept 

16 that it ay aath ia right, out ot $224 aillion in 

17 required rata raductione over the laet three yeara, 

18 $183 million or that bee gone to reduce .witched 

19 acceaa chargee . 

20 A It your aath ia correct those nuabera aro a 

21 matter ot public record . 

22 0 Okay. Now, on Paqe 8 ot your toatiaony you 

23 atate that BellSouth hae agreed to reduce the carrier 

24 co .. on line in Miaai .. ippi by $1.38 ailUon; ia that 

25 correct? 
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1 

2 

IL 

0 

That •• correct. 

And that vas the aaount ot BellSouth'e 

3 paypbone aubaidy in Miaaiaaippi? 

4 

5 

,. 
0 

That'• correct. 

At the riek of c;rettinq another objection, 

6 has AT'T flowed throu.c;rh or does AT'T intend to flow 

7 through that reduction? 

8 

9 

,. 
0 

I don't knov the anaver to that question. 

Okay. If this cowmiaaion accept• your 

10 recolliiDendation in this case, that the $6.!1 aillion 

ll that BellSOuth states is ita payphone eubeidy should 

12 qo to reducinq th.e carrier co-on l!ne, does AT'T 

13 i ntend to tlov that tbrouqh to ita ouato•era? 

14 

15 

,. 
0 

16 cu.sto111ere? 

Yea. 

Do you know to what services or what 

17 A No, I do not. That will be aqain developed 

18 by the aarketinc;r departaent. 

19 0 Do you ac;rree that the co-ission, the 

20 Florida COIIIIIliasion, the state co-iaeion, baa the 

2 1 authori ty to determine Which rate ele111enta should bo 

2 2 reduced to eU.11inate the subsidy under the FCC order? 

23 & could you re~at thot? 

24 0 Do you ac;rree th.at under the FCC order , the 

25 state coa~~~iasion baa th• authority to deteraine which 

J'L01liDA l'UDLIC aavxca COXJI.UaiOlf 
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1 rate e1 ... nt ahould be reduced to eltainate the 

2 aubaidy, the payphone eu.baidy? 

3 Ka. laTCia I •••ua• you're aakinq hla hie 

4 opinion ae a l ayperaon and not ae a lawyer . 

5 u . tmrftt ot couree. 

6 a Yea, I ' • aaauainq that. 

7 Q o~~y. on Paqe 8, Line 8 ot your direct 
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8 teati•ony, you eta ted that Bell South in North Carolina 

9 stated it did not object to reducing ace••• vith the 

10 aaounte ident iti ed in the North Carolina payphone 

11 eubaidy etudy i t the North Carolina Utilitiea 

12 co-ieeion ordered BellSouth to r educe ace•••· Do you 

13 , 1e that? 

14 

15 

a 

Q 

Yea, I do. 

Nov, baaed on your undaretandinq ot the FCC 

16 order and the etata co .. iaaion •e authority, and 

17 underatandinq that you are a layperson and not an 

18 attorney, vbat could BellSouth object to it the 

19 Colllllieeion ordered it? 

20 A Oh, I'• not aura vbat their leqal recourse 

21 vould be. My ltnowledqe ot the North carolina 

22 situation in vbicb BellSouth aade that atatoaent 

2J publicly, that it the eo.aiaaion order• to de tbla ve 

24 vill do it, I don't Jtnov vhat their h .qal recouree 

25 vould be it the comaieelon had done ec .. thinq they 



1 didn't want the coaaieeion to do. 

2 MfiDQW JOD80J11 could you repeat that 

3 queetion? 

4 U. wal'f&l Yea. He states on Paqe 8, 

5 Linea 8 tbrou~b 12 of bia teatiaony that BellSouth 

6 etated that it would not object, or it d i d not object 

7 to reducin9 access c:har9es vith the - ount s tr011 the 

8 payphone subsidy in North carolina it tho North 

9 carolina Ca.aiaaion ordered it . 

10 And he had already stated that the state 

11 commission has the authority to deteraine which rate 

12 e lement should be reduced . So ay question is given 

13 hia un<1eratancUnq ot the rcc order llnd the atilt• 

14 commission ' s authority, and the fact tha t Be11South 

15 said they would do it if the co.aiesion ordered it, 

16 what could 8el1Soutb object to? 

l7 Q (ay ... nita) On Pages 9 and 10 your 
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18 taetiaony you state that the subsidy should be applied 

19 to reduce acceee chargea beoauae ace••• charges are 

20 above cost. Isn't it true that Bell6outh baa other 

21 services that are priced above coat? 

22 1 Yea. I'a convinced they have other services 

23 that are pr1044 a~v• coat . 

24 My point in tbie section 1e that the aarkup 

25 on theee access coats, these switched access costa, 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

are higher than BellSouth receivao from aajor revenue 

producing eervicea . 

Q Hov, baa AT'T pertor.e4 any atu41ea to 

dete.rmine the aaount of Bell South • a intraatat• 

payphone eubaidy in Florida? 

A No, we've not performed any foraal etudy. 

0 Okay. Tile FCC ord.er that ia the cHacuaaion 

ot this docket alao requires long diatance co:mpanies 

to compenaate paypbone providers or paypbone owner• 

tor coinlesa calla. Are you aware of that? 

a I believe that ' s correct. 

Do you ltnov how AT'T ia recovering that 

13 cost? 

14 Well, I don't know where that iaaue atanda. 

15 It's my underatanding that the co~ensation iasue was 

16 refer red to a Circuit Court and a ruling haa come out 

17 from the circuit court that remanded it back to the 

18 FCC, and I'a not ta.rribly aure what the standing of 

19 that is. 

20 Ia AT'T paying long 4btance companiea 

21 co~penaation for coinleaa calls -- I mean, excuae me, 

22 ia AT'T paying payphone ownere coliJ)enaation for 

23 coinleta calla? 

24 a I don •t ltnov wbat the atatua nf that ie at 

25 thie point. 
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1 

2 

J you. 

4 

5 

Q Okay. 

M8. WBI'fWt I ha\a nothinq further. Thank 

CD.IJUDII .roaso•• Thank you. statf . 

MS. BROWWt Chairman Johnson, co~ld we have 

6 just t ive •inutaa to review our qu .. tiona. We don't 

7 want t o be repetitive here. 

8 CD.IJUDII J~& We'll qo ot t the record 

9 tor tive •inutea. 

10 (Brief r ecess.) 

11 - - -

12 cwann• JOD8~• we ' ll qo baclt to the 

l3 record. 

1 4 0.088 WUKID'fi~ 

15 BY MS. BJlOWJI I 

16 Q Good •orninq, Mr. Guedel, I'a Martha Brown 

17 repreaent i nq the coaaia•ion staff this •orninq. 

18 a Good •orninq. 
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19 Q I have just a tev questions tor you. It you 

20 would turn to Paqea 5 and 6 ot your direct testimony, 

21 Linea 23 throuqh e you 8tated there that "Further, the 

22 FCC identified the interstate financial tlowa 

2l a .. ooiate4 vitb tbt nc;:Ja.aaitication and transfer ot 

24 LEC paypbone aervie11 operations and ordered each LEC 

25 to adjust ita respective carrier co.-on line revenues 



1 and/or reduce the current carrier co.maon line cap tor 

2 price cap co.apaniea by the deterained dollar a•ount."' 

3 Correct? 

4 

5 

• 
0 

That'• correct . 

And I think you juat anc-ered a question 

6 troa Ma. White that you had not done any atudiea to 

7 det~rmine it BellSouth'a intraatate revenues could 
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8 be -- the aubaidy tlowinq troa the intreatate reve.nues 

9 tor paypbonea could be ldentitied; is that correct? 

10 a We have not done any atudiea to calculate 

11 what that .. ount would be, I believe was ay response. 

12 0 Oo you believe that the intraatate t1nenci8l 

13 tlowe eeeocia~ed with the reclaasitication and 

14 tranafer of LBC payphone aervice operations can be 

15 identified? 

16 a Yea. The tlowa that I'• reterrinq to are 

17 flows that will aove troa the regulated entity to --

18 yeah, from the regulated entity to the deregulated 

19 entity in the future. And, yea, I believe those can 

20 be identitied. 

21 0 can you point the Comaission to the evidence 

22 that is in this record to identify where those tlovs 

23 are? 

24 I believe they are oapt;ured in part in 

25 BellSoutb's analysis. I'a not totally in aqreeaent 

J'LOJliD& POJILIC 8DVICa C<*KIIIIOII 
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1 with BellSouth'a analyala, but I believe they are 

~ captured in part. '!'hey esaentially are look11l9 at the 

3 coata of providill9 paypbone o~·ationa today, which ia 

4 the CPE. The coeta of collectin9 the coina, atuft 

5 like that, which are 11ovin9 troa the r aqulated entity, 

6 and in 8ell6outh'a caae to a tully aeparate 

7 aubeidiary. SO you have baaically have a trana!er ot 

8 coata fro: the booka of one entity to the booka of 

9 another. I think thoae could be identified . In fact , 

10 t .hey would have to be identified or you wouldn • t be 

11 able to eat up the aeparata entity. 

12 0 You are aayinCJ that the coata can be 

13 identified. can you identity the eubddiea? 

A9ain, AT'T haa not put t09ether a toraal 

15 atudy to identify that aubaidy aaount. 

1 6 0 You were here tor Mr. Lohaan'a taatiaony, 

17 weren't you? 

18 A Yea , I wt a. 

19 0 Do you remember in reaponee to a quoation 

20 I don ' t reaellber exactlr who aaked it Hr. Lohman 

21 atatad that you can ' t trace a particular rate eleaent 

:u providinq eubaidy to another rata eleaent. Do you 

2 3 r-eaber that? 

2 4 

25 

a 

0 

Yea. 

Do you aqree with that? 
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1 

2 

3 

4 

.'l Yea, I do a.qree v. th that in the intrastate 

environaent. Thera'• no direct mapping between 

subsidies or exce11 contribYtion produced by one 

service to a service that may receive a subsidy to the 

5 extent such servicee are pr iced below coat today. Not 

6 admitting that that•e the case, but it they were. 

1 So yea, there•• not a line-by-line transfer. 

8 And we recognize that and that'• really not the baaie 

9 ot my argument tor why the carrier colllllon line should 

10 be adjusted bare. 

11 Q Well, :be next question I'm going to ask you 

12 then is it you cannot aake that determination, on whet 

ll basis do you then 4eoide ~hicb rate element needs t o 

14 be reduced, given that you have established there is a 

15 aubllidy amount and that the FCC -- that the Act and 

16 th.e FCC ordor requJ re that that subsidy amount be 

17 e1iainated, it you cannot deteraine where the aubaidy 

18 comes troll, on wh.at basis do you aalte the decision on 

19 which rate element to reduce? 

20 I tbinlt you malta the decision baHd upon the 

21 six pointe I included in ay auaaary and the six points 

22 we've included in the prebearinq stateaent. And I 

2J think it ' s, you knov, basically you lock at the 

24 services that are the making the major contributions. 

25 wbioh are switched access oharqea. Switched acceas 



1 oharqee have traditionally been recCCJTlh:ed, in .. ludinq 

2 by BallSouth , ae eervicee that are providinq 

J contribution• or eublidy uounta, it you believe that 

4 eoae ot their eervicae are priced below coat. Acceee 

5 ohar9•• are probably -- -itched ace••• charqea, 

6 exouae -· are probably the laet service that 

7 Bal l South ie otterinq that could ever be subject to 

8 any kino of coapatition in thia etate. 
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9 And einca BellSouth haa a lready bean qrantecS 

10 t he authority, and the f inancial vharevithall , to aake 

11 the kinde of recSuctiona that it •ada vitb reapect to 

12 hunting arr&nqeaenta , or other potentially competitive 

lJ aervicee, ve don't ~li•v• 1t ' a neceeaary to reduce 

l• those any further. And tor those, and perhapa related 

15 reaaona I ' ve included in ay teatimony, ve believe the 

16 carrier co.aon line charqe ie the loqical placa to 

17 aake thia kind of a reduction . 

18 Q Nov, I tbinlt in earlier reaponaoD to croaa 

19 exaaination -- I hope it vas you -- you atated that 

20 there vera othar rate eleaente that vera providinq 

21 conaiderable contribution above coat. Ia that 

22 cor r ec t ? Not juat acceaa charqea. And do you aqraa? 

23 A I aqree1 and I believe that there are other 

24 aervicea offered by BellSouth that produced 

25 contribution or econoaic profit or profit in exceaa of 



119 

1 rate ot return, yea. 

2 Q So it you are tryin~ to develop a baaia upon 

3 which you can sake the deciaion on which rata elaaent 

4 needs to be reduced, would you agree -- and I think 

5 this is one of your six pointe that you can look 

6 at -- one way to do it is t o look at the array ot rate 

7 elements that are providing contribution• above coat, 

8 including awitcbed acceaa and other rata elements, 

9 correct? That'• one. 

10 a I think that is an issue. You certainly 

11 wouldn ' t want to reduce the price ot a ae.rvice that 

12 was not -- waa net at least in aome aense priced above 

13 coat. so that would be an a.baolute cutoff, yes. 

14 Q All right. So it you have eetabliahed that 

15 point, then you need to make -- and you have 

16 established the point that there are sevt~ral choices 

17 to be made here. 

18 correct. 

l9 Q Tbon wbAt ia the next basia that you uae tor 

20 deciding between those cboioea? You see wbat I'm 

2l asking? 

:12 a I think I k.now -- well, I think I know what 

23 you're aaltin9, but I think the responae ie the aamo 

24 reaponae I gave you to a previoua queation, that the 

25 six pointe atart out with axactlr where you atarted; 



1 that certainly you do not want to reduce the price o:t 

2 a service that aay be racaiving a subsidy, or a 

J braax-evan service, so that'• detinit.ly atep one. 

4 But then you want to loolt at the other aspects. You 

5 want to loolt at tha historical aspect• or ewitchad 

6 ace••• charges. You want to look at the tact that a 
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7 carrier co.-on line charqe hae zero coat. I aean it'• 

8 a pure aubtlidy al ... nt. There can be no diapute ona 

9 way or the other on that. And you want to loolt at tile 

10 coapetitive rAiliticationa recoqnbinq the authority 

11 and the tinancial capability that price cap raqulation 

12 hae already qivan BellSouth. 

13 I don't thinlt you would want to reduce a 

14 aervice that BallSouth ia qoinq to reduce anyway to 

15 meat competition becauaa they've already been qrant.d 

16 that ability to do that. So you want to addr••• a 

17 service that coapetition will not favorably attect and 

18 I thinlt awitched ace••• charqee ie that aervice. It'• 

19 clearly that service. 

20 0 would you agree that onco you gat beyond tlho 

21 point or not bein9 able to determine tactually and 

22 apeoitically whara the aubaidy ia located, you are 

2 3 daalinq with a lot ot extrinaic, or a variety or 

24 axtraneoua cirCWIBtancaa upon \lbich you aight want to 

25 baae your daoiaion. Jxtraneou• aay not be the exact 
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1 word . Would you agree vith that? You're ranqinq 

2 further afield froa a factual baaia for a deciaion. 

J a I don't thinJc I'd agree vitb your 

4 characterization. 

5 Q Let - reatate the queation than . 

6 Wben you qat to that point, aren't you 

7 •akinq a judqwent call on what -- if you have a 

8 variety of rate el.-nta that have at.ilar aapocta anel 

9 you want to piclt one over the other, you vent to do 1t 

10 for a variety of reaaona and make a policy daciaion 

11 that ia fund.-ntally your call on other uttera 

12 rather than where the apecific aubaidy ia? 

13 a I'm qoinq to aay yea, but I've qot to 

14 qualify that yea. 

15 I totally aqree that there'• no direct 

16 aappinq between the aubaidy of an intraatate ele•ent 

17 and the aervice receivinq that aubaidy. I agre• with 

18 that. 

19 secondly, I think you need to look, 

20 therefore, at other aapecta surroundinq the pricinq of 

21 all of 8ellSouth'a aervieea, look at other aapecta o~ 

22 the coat/price relationahip of thoae aervicea, other 

23 upeot.a of the ooJ~P&titive natur• ot the a.llsouth 

24 aervioea, other aapeote of ~e leqialative authority 

25 that Bellsouth baa already buan given. Nov, I don't 
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1 believe thoae ere nontacta. I believe thoae are 

2 tacta. so I'a not aakinq you to ignore tacta or I'• 

3 not aakinq you to baae judqaent on th1Jl9a that are not 

4 taota. I vill adait you don ' t bava a direct aappi09 

5 ao you have to look at eoa•thinq alae . But I believe 

6 tully the Coaaiaeion auat aake thia deciaion baaed 

7 upon tact., baaed upon tbe evide.nce praaented to thea 

8 in thia caae, and to uae qood judqaent . And that ' • 

9 all ve can aak. But yae, it ia a judqaant call, but I 

10 think the tacta tell you what qood judqaent and bad 

11 judqaant ia. 

1~ Q There bave been aome other alternative• 

13 propoaed in thia hearin~ ao tar on vhat rate aleman~• 

14 ahou1d be reduced. Do you aqrea? BallSouth 'e 

15 propoaal ia one? 

16 A t •a taailiar with BellSouth 'a propoaal. 

17 Q Riqht. The Pay Telephone Aaaooiation haa 

18 bequn another propoaal aa vall, that the rata 

19 reduction ahould be related to a benetit to the pay 

20 telephone coapaniaa. Correct? I aaan thoaa are 

21 propoaala? 

22 a I haven't aeen any teatiaony to that ettaot 

23 but I'll accept that . 

24 Q 

:n Kr. Lohaan earlier that --



1 a There -Y have been ,o•• questions !but I 

2 don't know it thoee queetione oonetitute a propoeal. 

3 Q Well, ve ' ll eee. There •ight be eome other 

4 proposals baaed on reasonable -- certainly ba•ed on 

5 taota, not epeoitically in t bat e.,.citic -ppif\9 

6 scenario that ve talked about. For instance, that 

7 rate rec1uotion should be -d• to rate eluente that 

8 related to the p.rovieion ot pay telephone service. 

9 would you aqree that th.at vould be a potential 

10 proposal that could be -de on vhere the Colllli&aion 

11 should ~e ita d"oieion on vbat to reduce? 

12 A I certainly can ' t diapute vith you that 

13 other parties, hypothetical parties to this caee, 
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14 could co•• up vith separate proposals. And I believe, 

15 you know, ve vould have to addreee those propoueele on 

16 their marite, and whether or not they actually did 

17 meet the taota that were available betore the 

18 co~iaaion in thia caee, the facta vbich I believe 

19 I've included i n my testimony. I don't discount that 

20 ae a poeeibility. 

21 Q I queee vhat I'• tryimJ to get at, 

22 Mr. Guedel, ie that vben you get paet the point ot 

23 your apecitio -ppifl9 correlation bet:veen Vhere the 

24 aul:laidy ie and reducinq a rate el1aent to talte care ot 

25 it, and you ' re getting into •ore extraneous aattere, 
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1 raaeonabla ainda oould vall differ on what rata 

2 al-ent ahould be reduced. Will you aqrae with tha\.? 

3 I can't 411aqr•• with that. I think clearly 

4 the taak before thia eo.aiadon ia a little aore 

5 difficult than the teak that vaa placed before the 

6 FCC. Bacauaa the PCC 1 a aappinq vae fairly direct and 

7 they aiaply bad to qo to a revenue raquir-.nta type 

8 of thouqht and aova ao- thinqa on froa one pot to 

9 another, and it all worked out pretty clean. 

10 so to eay that the Plorida co .. iaeion haa 

11 deal with a different aet of facta than the FCC had 

12 deal with, I aqrae with that, th~y do have to deal 

13 with a different ••t of facti. An~ orquably it'• a 

14 little aora coaplicated bar• than it vaa before the 

15 Federal co .. unicatione co .. iaaicn. 

16 r peraonally believe the facta point vat·y 

to 

to 

17 clearly in one direction. How, I will not be able ~o 

18 diapute that another aind aay ••• thinqa differently. 

19 0 I think you alao did aqrae vitb Ka. White 

20 that the ca.aiaaion baa tba authority and tba 

21 diacretion to aaka that ultiaate deciaion hare, 

22 correct? 

I believe the co .. iaaion baa tbe authority 

24 to aa.k.e that dac1a1on. Certainly tbat•e tba layaan'a 

25 opinion and certainly that'• why I'a hare. 
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1 Q Do you aqr .. that awitcbad accaaa intrastate 

2 toll and operator ob8r9•• ar• loqical network revenue 

3 atreaaa that are part of the intraatate financial 

4 flows a .. oc:iated with payphonee? 

5 a I'a not aura bow to answer that question. 

6 Tbay are not really aeaocialad with payphone aervioa 

7 or a payphone itaelf . They are .. rvicae that can ba 

8 purcbaaad or acceeaad through a payphone inatruaent. 

9 But I want to ba apecitio and I want to try ~o ba 

10 clear , I don ' t know that they are apeoi tically 

11 paypbone services, and, therefore, they shouldn't ba 

12 aarvicea that you would neceaaarily conaider in 

13 devalopinq a subsidy amount or aoaethinq like that . 

14 Q Kr. Guadal, I want to aalt you j uat three 

15 quaationa that have to do vith aoaa queetiona that 

16 co~iasioner Daaaon aAkad of Mr. LOhaan earlier . 

17 The firat ia would you aqree that the iaaue 

18 ot whether or not a particular LEC baa a payphona 

19 aubaidy ia I think you said there earlier -- ia a 

20 historical question that pertains to tba period prior 

21 to the dere']Ulation of payphonea. we• ra lookinq back 

2~ hera vhan we're tryinq to snavar tba questiona in this 

23 hearinq. 

24 I think you could characterize it that way. 

25 I think one way of raacbinq the conclunion or the 
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1 aruJIIer to the queetion, hovever, i'oll to look at tte 

2 caah tlowa in the future, vhic:h aove tr011 the payphone 

J regulated to the deregulated entity and vice verea; 

4 you can coae to that an•ver. I think you can aleo 

5 charac terize it a• a hi•torical eituation depending 

6 upon the language that you uae. I don ' t think either 

7 one is abaolute. 

8 Q That vould then call tor perhapa an .-bedded 

9 analyais rather than a coapletely t orvard-looking 

10 analyaia? 

11 A Okay. I thinlt the a never to that queation 

12 is yea. And I think -- keep in aind vbat the FCC did 

lJ here . The FCC atarted out by moving certain 

14 accounting data troa the boolte ot one company to t .he 

15 boolta ot another coapany, or another entity, or in 

16 eome caaea juet a de~egulated or lese regulated part 

17 ot the coapany. 

18 And eeaentially vhen the FCC vaa not trying 

19 to price a service. And the concept ot 

20 torvard-loolting long run incremental coat, or TSLRIC, 

21 ia clearly the costa you uae in prici ng a aervice. 

22 There can be no question about that , But that • • not 

23 exactly what the FCC vae tryin9 t o do here . 

24 What they were tryinq to do bare vaa to aove 

25 revenue requiraaante, ir you vill -- becauae it vaa 

FLORIDA PUBLIC 81RVIC. COMXI88IOX 



1 certainly done in a revenue r•quireaenta aantality, 

2 even though there are price oapa involved in the 

3 federal arena -- to mova us out or revenue 

4 requirement& tr011 the booka ot a requlatad entity to 

5 the book• ot a deraqulated entity. And the rcc came 

6 up with tvo aethodJ ot doing it : one would be nat 

7 book value and the other, I thinlc, ie tair aarket 

8 value. And in all tairneea thoae are betore an 
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9 appellate court, alao, and they have been reaanded to 

10 the FCC. Tboea are the kind of technique• you would 

11 use to do the kinde ot thine;• they were trying to do. 

12 And you probably have to do very aimilar things in the 

13 intraat4ta world to coma up with what the appropriate 

14 subsidy a.ount ie going to be. 

15 A TSLRIC application 

16 COIOli88IO•aa DB&SOXt Let me interrupt you. 

17 How do you define subsidy then? What is your 

18 definition ot subsidy? You can have one aubeidy tor 

19 one purpose and another aubaidy calculation tor 

20 another purpose? 

21 WI2WB88 OVBDBLI No, you ahould not. 

22 COIOli88IOJID DBUO.I Okay . Well, what is 

23 your definition ot aubeidy then? 

24 WI'l'JIU8 GUKDBLt A subsidy, in the pureet 

25 sanae, ie a aervice -- vall, it'• aore complicated 
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1 than that . 

2 A service ia receivinq 1 subsidy it that 

3 service ia priced before the lonQ run increaental 

4 coat that - - or the total service lonq run incr-entel 

5 costa that are incurred in providinq the service. 

6 COMX%8110 ... DBABO.a But you're advocatinq 

7 a calculatl.on of aubaidy tor pay t .elephon4i service tor 

8 purposes ot this docuaent which 18 calculated on 

9 ditter ent basis than total service lonq run 

10 incremental coat. 

ll WITW&I8 GVKDKLa I'• deacribinq -- and let 

12 me be clear on this. I •a describinq h.ere what the PCC 

13 did and I'm oleo aaying you can uee a e1m1lor 

14 methodology here. 

15 AT'T has not done a formal study ot how that 

16 subsidy should be, so I can't qive you a 

17 recoJIIIDendation on vbat those nUJIIbera should look l ike, 

18 or wbat nuabers specitically should be used. 

19 l'OMJCT88IOJID DDBO•• It incremental coat 

20 were used, would the amount ot subsidy be leas or more 

21 than what is beinq calculated under embedded coat 

22 mathodol09Y? 

23 WlYIIII GOSDBLI It woul~ ~ less in a pure 

24 TSLRIC baaia . However, it you asauaed, vbicb I think 

25 is appropriate, that the actual cost that the 

rLORIDA ~DBLIO a.aVIOa OOMXI88IO. 
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1 imputed coat, it you will -- the iaputad coat ot tho 

2 acceaa line in the currant payphona environaent -- in 

3 other worda, it you looked at the iaputed coat ot t .het 

4 acceaa line rather than the TSLRIC coat, than I 

5 believe a aubaidy vould be at or aligbtly greater then 

6 vhat BollSouth baa propoead. 

7 C'C*"'IIIOII'D DDSOIII I •a aorry, you need to 

8 repeat that. I cSid.n' t toll ow that. 

9 wxonmaa otJWD11L1 In calculating the aubddy, 

10 it you looked at the iaputed coete ot an acceea line 

11 and aeewaod that today BollSouth ' e payphone covered 

12 the imputed coat ot the line -- in other vorde, 

13 covered vhat the COCOTa were paid. 

1 CC*KIIIIOII'D ooao•• How, are you eaying 

15 coat or price• that other people have to pay tor the 

16 eaae eervioe? 

17 Wl'l'll'lll OlJIDU:. I That vould be an iaputed 

18 coat vhicb vould bL the price that other people have 

19 to pay. 

20 czax•wa• 0 ... 0.1 so, you're contueing coat 

21 and price again. You•re deviating troa coat, 

22 nonincr ... ntal coat. You're uaing price that other 

23 coapetitora have to pay ae a eurroqate tor your 

24 definition ot coat. 

25 nua. OUKDIIltl That 1e vhat an iaputed 



1 cost ia, that •• correct. 

2 COW"UIIOWD DD80lll O)tay. 

3 u. DOlOrs starr bu no further queationa. 

4 Tbanlt you. 

5 aan!OJI JOJDUOll a Co~aaionera, any other 

6 queationa? 

7 

8 queation .. . 

9 Kr. Guedel, on Pa9a 9 ot your taati~ony on 

10 Linea 15 throu9b 17 you quote a coat ot leaa than a 

11 quarter cant per acceaa ainuta. How waa that coat 

12 calculated? 

13 WI'l'IQII GVJl)U.s That coat ca•• out ot 

1 Docket 950985, and it waa rapr .. ant4d in the 

15 tranaoript of the coaaiaaion ' a review of that coat --

16 oxcuaa ae, ot that docket. I believe in the voti"9 

17 review ot that docket. And Statt indicated to the 

18 coaaiaaion at that point in tiaa, in two different 

19 placea in that tranacript, one, that the coat ot 

20 interconnection waa a quarter of a cent, and at 
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21 another point in that tranacript, that it waa probably 

22 around tvo-tentha ot a cent. or ettactivaly I believe 

23 the Statt aaid it ~· co .. iaaion aet a rate above 

24 thoae nuabara they would be aettin9 a rate above cost. 

25 Nov, the trail to 9et that back to acceaa ia 



1 a l ittle •ore co•plicated . Initially Staff had 

2 torvard8d an interroqator: or data requeat to 

3 Bell8outh in that docket aekinq BellSo\lth what the 
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4 coat of interconnection would be. BellSouth reaponded 

5 to that data requeat by saying •we don't know. We 

6 didn't do a apecific study tor interconnection but the 

7 coats are qoinq to be tbe same tor avitcbed acceaa, eo 

8 here are our - i tched acceaa coata." so theae nWilbera 

9 ve.re derived fro• BellSouth • a reaponae to that 

10 interroqatory, and tbat•a the baaia tor •Y analyaia. 

11 COMJCI88XO..a DD.SOJII That ' • where it came 

12 f rom. What va~ the baaia of the calculation? Ia this 

13 on i ncruentAl coat nW!I~r? 

14 W1~8 CJUIIDIILI My que•• ia thia ia a 

15 lonq-run !nor-ental coet nlllllber. 

16 COMK18810..a DDBO•• Nov, on Paqe 9 aqain, 

17 at the bottoa of that paqe you i ndicate that the 

18 markup over the awitched access cost, which you 

19 indicated ia an lnoreaental coat, ia qreater than any 

20 other revenue produclnq service or •ajor revenue 

21 producing eervlce. All I paraphraainq that correctly? 

22 WlftU8 GlJm)IILI I believe eo. 

23 COMX188XO..a DBaBOll l Nov, what do you mean 

24 by major revenue producing aervlce? 

25 WlftU8 CJUIIDIILI I quea11 I would include in 

lrLO.IUD& PUBLIC 8Dvta. COMKXUlOJI 
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1 that, Coaaiaaioner, eingle line residence service , 

2 single line buain .. a aerv ' ce, awitched ace••• service, 

3 LBC toll service and poaaibly epecial acceaa private 

4 line aa a catec;Jory. Tho .. would be, I believe, the 

5 tive aajor revenue producing aervicea BellSouth haa. 

6 I will acknowledge there are --

7 "'*'Ut•:u•a DD.IOJII But hunting aarvicea 

8 ia not a aajor revenue producing aarvice aa you define 

9 it. 

10 nuu• QOUliiLI I don't believe it is in 

11 that kind ot a cate(Jory, no. 

12 OC*Ili88IOJ!D DDSOJII Do you know what the 

lJ marltup b tor huntinq aervioee? 

.4 W1'1'WU8 QOU)Jlt,l No, I do not know what the 

15 markup ia tor huntinq aervicea. 

16 OC*Ili88IOJ!D DDSO•• So conceivably it 

17 could be even higher than the markup that you've 

18 indicated exiet for .vitcbed acceaa service? 

19 W1ftU8 QOU)JILI Co .. iaaioner, I believe it 

20 could be higher -- conceivably higher than the aarkup 

21 tor awitcbed acceaa service; it could not be higher 

22 than tbe aarkup for carrier cosaon lin• aervice which 

23 is effectively infinite. I do O.l1•v• there are aoae 

24 coata incurred in provi4ing bunting, ao it would be 

25 something higher than carrier co.aol'l line -- excuse 
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1 ae, the aarkup would be aoaething lea• than the at 

2 aarkup on carrier co.aon line. 

3 

4 it ' • your poaition that the lncr-ental coat of CCL 1• 

5 zero. 

6 WIDUI QIJIII)JIL I That ' • correct. 

7 C<*laiiiOIID on.ao•• You •ve indicated that 

8 it'• your poaition that the aubaidy that'• bean 

9 calculated for pay telephone should be uaed to reduce 

10 ace .. • chargee and that AT'T would paaa thoae acceaa 

11 charge reduotiona through to ita cuatoaera; ia that 

12 correct? 

13 

\4 

WIDUI QIJIII)JILI Yea- . 

COICXIIIIOJID DJlUOlh Nov, do you think it 

15 would be appropriate tor the co .. iaaion to apacify --

16 it ve took that courae of action, to apeoify to AT'T 

17 what apaoitic rate• an4 chargu it aho•Jld raduea to 

18 paaa along that ace••• char<Je redu.ction? 

19 WIDUI GV11DILI No, 1 don't think that 

20 would be appropriate. 

21 «*"''IIIOIID oauo•• But you're aaying it 

22 would be appropriate tor ua to apacify to BallSouth 

23 how it should accoapliab a revenue reduction or 

24 aubaidy r .. oval, vhicb I think 1• the baaia tor your 

25 ace••• charge reduction ia to reducn the aubaidy 
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1 it'• okay for the co .. ieaion to apecity to Be.1.lSouth 

2 what particular ratea and charq.. abould be reduced to 

3 accoapliah that. Why 1• it that AT'T ia different 

4 froa aellSouth? 

5 nnua CfOm)JILI Priaarily becauae outaide 

6 of any leqal aapecta, which I don't vant to get 

7 into -- priaarily becau&e ve operate in a tully 

8 coapet.tive environ.ant and the pricea that we charge 

9 tor the aervicaa that ve offer, vhich ia a fairly 

10 large array ot aervicaa, targeted to a variety of 

11 different cuatoaera, bave to be adjuated to •••t 

12 IIU'ket da•anda and to 11eet co11petition in thoae 

13 varioua aarket deaanda. And w• need the flexibility 

· • to do that kind of thint;J, aa do all other coapetitora. 

15 BellSouth alao needa that flexibi lity to an 

16 extent aa their aarlceta becoae co•petitive. My only 

17 point ia that vith reapect t o thoae •arlceta, they've 

18 already got the f lexibility that they need . So the 

19 co .. iaaion ia aittinq here vith a deciaion t o aake on 

20 how to diapoae o! X •illiona of dollara. And becauee 

21 BellSouth bee already ac.co•pliabed what they want to 

22 do in the coapetitive environaent, at l .. at fro• an 

23 authoritative and financial poaition, then becauee ot 

24 the five or aix other reaaona that I "ve liated, it 

25 aakea aenae that ace••• chargee abould be reduced by 
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1 thia coaaiaaion. 

2 It co.ea dovn to the fact that it BellSouth 

3 ever vandara into a coapetitiva aarkat, and if 

4 Kr. Lolulan ' a characterization of the aarlcup on hunting 

5 charqaa ia accurate, that price ia going to coae dovn 

6 and it•a going to coaa !Jovn a lot aore than BellSouth 

7 haa propoaed for it to coaa dovn anyway today. It's 

8 going to cowe down because coapatition ie going to 

9 force it dovn if coapatltion happens. 

10 Svitcbad ace••• on the other band, ve•re 

11 not going to ••• coapatltion for BallSouth ' a avitchod 

12 acc~<aa, and, therefore, to get aaxiaUII value out to 

lJ tha ouatoaera, tha co .. iaaion could taka tha 

1 4 initiative to reduce the prices of aervicea that 

15 BellSouth vill not reduce under the authority that 

16 it'• been granted by the legialature. That aaxiaizea 

17 the benefit tloving to the Florida ratepayera. 

18 Ci••USIOJID DDSOJfa so you're aayinq that 

19 BellSouth already haa the flexibility to aake theae 

20 type reductiona, and that if the coapatition ia 

2\ suffic ient, they are going to aake the reduction• 

22 anyway, therefore, don't allov tb- to aalce thea• 

2J huntinq charqe reduction• bacauae they are probobly 

24 if there ia true coapetition, they are qoinq to do it 

25 anyway. M I au-arizinq that c.urrectly? 
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1 WXftiU8 Gu.DIIt.l I think that ' s cc::-ract. Aa 

2 co•pet1t1on hita thay ara going to lovar tha pricaa of 

3 the aarvicea 'llbara COliJ)Ottil"ion hita, part1cul.arly it 

4 thera •a a ~~.arltup to the aha that Mr . Lohllan haa 

5 auggaated. 

6 O*MINX<*D DDa<*a Hare again on the 

7 othar aida ot that coin, I'• tryinq to look at it troa 

8 both aapeota. Than vhat you vara saying than ia va 

9 should look at AT,T, and to the extant that thara ia 

10 auttioiant coapetition and aa.rkat torcea that you 

11 vould hava reduced aoaa ot your ohargaa a.nd rates to 

12 raapond to coapatition, that va should identity that 

13 and than force vou to raduca charges aven further tor 

14 the accaaa charga tlov-tbrougba? Bac.auaa you vould 

15 hava dona it anyvay undar ooapatition. You ' re aaying 

16 BallSouth vould reduce hunting charges anyvay under 

17 co•petition, ao specify aoaathing alae to accoapliah a 

18 true reduction. 

19 And ay quution ia hov do va know v.hat they 

20 are really doinq ia aa a result of coapetition or aa a 

21 result ot vhat va order? And it va•ra qoinq to treat 

22 Bal1South the aaaa -- or treat AT'T the aaaa •• you 

23 propose trutinq BallSouth, vould va need to look at 

24 your operations, dataraina vhat rata reductions you 

25 put in place aa a result of coapatition, and aay you 



1 would have done that anyway, and then require turtbor 

2 rate reductions to tully anu effectively acco:apliah a 

J tlow-tbro~gq of access cbarqe reductions. 
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4 WI!'IIU8 GO'llDIILI I queaa I don' t aee it that 

5 way. And I don ' t .. e it that way because tbe:re aren ' t 

6 any aonopoly aapeota of our buaineaa. If there were, 

7 I tbinl< the co .. iaaion would have at leaat a 

8 consideration to look lnto that. But tho tac·t that 

9 all of our ae:rvicea are offered on a tully co:apetitive 

10 baa is and have bean tor year a, I don • t thinl< that ' • a 

11 conalderatlon tbia co .. laalon needa to look at because 

12 the market torcaa are working there. 

l l Ky only po~nt with BellSouth is tha·t aarket 

14 forces are not working with respect to switched access 

15 charg .. , and that's vhy tboae chargee should be 

16 raduoad. 

17 C()MYI88JOJfD DD80Jf l You aay -.a.rke·t forces 

18 are not working tor switched access. Ia it because 

19 there's not be-en the opportunity tor there to be l ocal 

20 access coapetition? 

21 WIDU8 GO'llDIILI Tbat •a correct. Tihere not 

22 only baa not been any competition tor switched acceaa 

23 cbArg99, ~t'a highly unllkely in the future that even 

24 if alternative local coapaniea bui ld facilitiee and 

25 put avitobea in and serve ouato11era, they are not 



1 goi"9 to coapete on the price ot acccaa charge•; they 

2 are qoi"9 to ~pete on the pr!c.. they charC}• to and 

J uaere tor local eorvice or tor toll aervice or tor a 

4 variety ot other things, and they vill be able to 

5 price their access charges, particularly t ,erainating 
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6 acceae chargee, at a higher level. They von't coap.te 

7 on ~at charge; not only nov, probably not in the 

8 future, the toreaeeable future either. 

9 COKXl88lOWKa oaaao.a Are you indicating 

10 then that the level of acceee charqea ia not eoaethinq 

11 that ie conaidered by potential coapetitore in the 

12 local •arket? 

13 Wl~a GVID~I I won't eay the revenue 

1 t, level ie not coneiderec1. Becauee, tor exuple, it I •a 

15 an ALEC and I could get into local service and provide 

16 local aervice to cu.toaere, I nov have a aonolJoly on 

17 t~rainati"9 ace••• because nobody el .. can provide 

18 terainatinq acceea to that cuetoaer once I've signed 

19 hi• up tor local service. I vould say the revenue 

20 l evel aay be a consideration tor proepective ALECa 

21 today; aay be a talae consideration; aay be a 

22 coneideration that a truly coapetitiva aarket vould 

23 not otter thea, but I can't deny they wouldn't 

24 conaic1er the po .. ibility ot prici"9 at.ilar to 

25 BellSouth. 
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1 COM• *88IOJID DII.I..80Wt But can't you, aa an 

2 interexcbange carrier, both intrastate aild il\teratate, 

3 and interLA'l'A, put toqether a urlc.eting pla.n to obta.in 

4 that local service customer, realizinq that you're 

5 qoing to avoid having to pay the access charqes it 

6 they continue to be a BallSouth customer? Isn't that 

7 part wouldn't that be part ot your urltetinq plan 

8 to that customer? 

9 WI~S OUBDILt I could theoretically 

10 devise a scheme to try to do that. It would be 

11 extremely complicated. I thinlt there might be leqal 

12 problems with tryir:~ to deaveraqe at that level. 

13 Again, I can't totally comment on tha legal nature. 

14 But I'm not sure we have the flexibility to do the 

15 kind ot thinqa today that we need to do to make that 

16 happen, and it would be extremely complicated to make 

17 that happen. 

18 COKK%88IO..a DBABO•a Are you aayinq you 

19 don't have the authority - - i t you aiqn up a local 

20 customer to give them lonq distance rates from a 

21 different local customer, that you do not -- that iB 

22 not a local customer ot yours? 

23 WI!'1111B8 Oti'BniLt could you rep.hrase that? I 

24 missed that. 

25 COIDtiSBI<*D DBASO.t Yt.ah. What I qot troll 



140 

1 your previoua anawer ia you ' re aayinq that you doubt 

2 you have the authority to _s.rovide -- to deave.raqe toll 

3 ratea batled upon whetber A local C\!.lt9.!1e'" ia your 

4 local cuatomer or continuea to be a local cuatoaer of 

5 BellSoutb, aaau.inq AT'T ia providinq a package ot 

6 service•, both local and t:oll . 

7 11X'l'IIP8 QUa)IL& AJaau.inq we have that 

8 authority. I don't know that we have that authority .. 

9 But aeauaing we can do that, that we could deviee a 

10 acheme to •arket to ouetomera baaed upon oriqinatinq 

11 acceaa ratee. However, te.rainating aoceaa ratea are 

12 still locked. 

13 

l~ 

15 Redirect? 

16 

17 

18 exhibits . 

19 

20 

21 Thank you. 

COMWXIIIOWIR DIAIO~I That'll all I have. 

CJP!Tpn• JOD&Olll Any other queatione? 

101. D'l'CIU No redirect. 

CJraDlDJI JODSOllr And there are no 

101. D'fOJir Not tor Mr. Guedel. 

C!JDI"D• JOJIJI&Olll Tho witness is excused. 

22 (Witnose Guodel excuaed . ) 

2J 

24 wit.neae. 

25 

~ JOB»&Oll l We'll call t he next 

101. ldLBOJII HCI calh Kelha Reid. 

ft,O:RIDJ. POBLIC BDVIOI COIIXI88XOJI 



1 M'l'te11 UXD 

2 was called ae a witness on behalf or MCI 

3 Teleco..unicatione Corporation and, havinq been d~ly 

4 avorn, teetitied ae tollova: 

5 I)OJIC7 Klt\MJD'riOJI 

6 BY Jal , MV "0111 

7 Ma. Reid, would you etate yow; ....... ~ an, 

8 addreee tor the record plea.ee? 

9 A My na•e ie Melba Reid. I vork at 780 

10 Jotmaon Perry Road, Atlanta, Georqia. 

ll By vhoa are you eaployed and in what 

12 capacity? 

13 I ' a eaployed by KCI. I work in the Lav and 

14 Public Policy Oepartaent ae a policy and cost 

15 specialist. 

16 0 Rave you prepared and tiled in this docket 

17 six pagea ot direct teatiaony? 

18 Yea, I have. 

19 0 Do you have any change& or corrections to 

20 that teatiaony? 

21 A Y .. , I do. 

22 0 Would you give ua that chanqe, pleaee? 

23 A on Page 4, Line 22, I would like to reaove 

24 the vorda •eupportinq• and ineert •tbat ahould be 

25 reduced to eliainate.• 
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1 0 And with that change it, I were to ask you 

2 today the saae questions that are in your direct 

3 testimony, woul d your anavera be ~o same? 

4 a Yea, they woul d . 

5 Madaa Cbail"IUn , I ' cS ask that 

6 Ka. Reid' a direct testimony be inserted into the 

7 record aa though read. 

8 awax•waw JOKWSOW1 It will be inserted aa 

9 though read. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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DIRECT T£STIMONV OF 

2 MELBA REID 

3 ON BEHALF OF MCI T£LECOMMUNICATJONS CORPORATION 

4 DE."ORE TilE 

5 FLORIDA PUBLIC SERVICE COMMISSION 

6 Dockd No.(t) 970181-TL, 970172-TP, 97017J -1 P 

7 Y~: J uly 8, 1997 

8 

9 
10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Q 

A 

Q 

A 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS 

My name is Melba R Reid My businesJ address is 780 Johnson Ferry 

Road, Atlanta. Georgia 30342. I am employed by MCI 

Tclc.:ommunications Corporal ion 11s D Po!ic;y and Cosl SpcciBiist in the 

Law and Public Policy Depa11men1 

PLEASE DESCRIBE YOUR BACKGROUND ANI) EXr: RIENCE 

I receiwd 1 Bachelor of Science degree in Economics from the 

University ofTenneACe in 1987 My background in 

tclccommunicatlonJ includCJ over nine yean of experience I began my 

career at Sprint in 1987 in customer service where I worked as a major 

aocount fidd service reprCJentllive. A year later, I moved Into the 

national account arena to work u a field RtVice reprCJentllivc 

handling lalgcr customer~ and a bigger revenue bue In 1990, I 

accepted a position at MCI to be a trainc:r for the saiCJ or;;~iz.auon 

1 4 3 



2 

3 

4 

6 

7 

a 

9 

10 

II 
12 

13 

14 

IS 

16 

17 

IX 

19 

20 

21 

22 

2J 

Dtrm Tuttmorry of Aft/Ito R. /Utd 011 &half of Mil 144 

My next two poJilions 11 MCI were in network SCI'\IlccslopcratioM 

where I worked u a budget analyst ~.o'ld then u a projtct manager In 

September of 1996, I acuptcd my currtnt position in the Law and 

Public Policy depanmcnl where I work u an analyst on policy and cost 

issues. 

Q. HAVE YOU TEST£FIED PREVIOUSLY BEfORE TI IE FLOiUDA 

PUBUC SERVICE COMMISSION? 

A No. I have not had the opponunity to testifY ~fore the Flonda 1'\lblic 

Service Commission 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY 'I 

A The purpose of my testimony is 10 present MCI'a position and 

rc:commend to the Commission that the S6 S million idmt•ficd by 

BdiSoulh Telc:communication Inc (BSn as representsng the intrastate 

payphone subsidy should be targeted to reduce BST's imramtc 

switched ac:cess rates and aptcifically, the Carrier Common Lme (CCL) 

rate element 

Q WHY IS IT NECESSARY FOR BST TO REMOVE I'AYI'IIONE 

SUBSIDY FROM ITS INTRASTATE REVENUES? 

A Section 276 (a) ( I) ofthe Federal Tdecommunicauons Act•equircJ 

tbai any Bell opcratina c:ompany that provides payphone service shall 

2 



2 

3 

4 

s 

6 

7 

ll 

9 

10 

II 

12 

IJ 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

Dlrrct TmtmonyofMtlba ll Rrtd on lkho/fofMCI 1 4 5 

Q. 

A. 

notsubsidiz.e its payphone service directly or indirectly from its 

telephone e:xchanse KtVice opentions or its cxcl-.angc access 

operations. The Federal Telecommunications Act IUnher directed the 

Federal Communications Commission (FCC) to inwre that any 

payphone subsidies be removed 

The FCC addressed this issue in its Repon and Order in CC Doekct 

No. 96-128 and 91-3S ("Payphone Order") by requiring BST to 

reduce the CCL rate clement of its interstate switched ac:ccss charges 

With respect to the intrutatc payphone subsidy, Pl\f5graph 186 of the 

Payphone Order states "We require, pursuant to the mandate of 

Section 276(oXl)(B). incumbent LI'Cs to remove from their intrastate 

rates any charges that recover the costs of payphones Revised 

intrastate rates must be effective no later than April IS, I ~7 States 

must determine the intrastate rate elements that must be removed to 

eliminate any intrastate subsidies Within this time frame " 

WHAT IS THE AMOUNT OF THE INTRASTATE I' A YI'IIONE 

SUBSIDY FOR BELLSOUTH rN FLORJDA ? 

BST has identified S6.S million in payphonc subsidy for us Florida 

operations 

3 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

2l 

Vlr«t Trsttmony ofMtlbo R. R~ld on &half of MCI 1 4 6 

Q. 

A. 

Q. 

A. 

DOES TiiE FCC PA YPHONE ORDER REQUIRE TI1E 

COMMISSION TO SPECIFY WHICH RATE ELEMENTS 

SHOULD BE REDUCED TO ELO fiNATE THE SUBSlDY? 

Yes. As stated above, Paragraph 186 of the FCC Payphone Order 

requirC3 that tho atato colllllUuions make this dc1crmination ancr the 

amount of the subsidy lw been dc1ermined MCI believes thatthiJ 

ColllllUJJion should make the determination that a S6 S million 

inlrast~te subsidy exists for BST and should direc~ that DST's intrastate 

CCL rate element should be reduced by $6.5 million 

WHY SHOULD THE COMMISSION REDUCE DST'S 

INTRASTATE CCL TO REMOVE THE PA YPIIONE SUBSIDY 

FROM BST'S EXISTING RATES ? 

SST's present CCL rates provide substantial contribution to BST's 

telephone operations in Aorida today. BST has indicated that Its 

intrastate payphone operations are being subsid1ud by S6 S nulhon As 

the Commissil>n Staff no•ed in its March 6. 1997 Staff 

Recommendation. " it is logical to auribute the subsidy to one or more 

of the various networlc revenue streams which can flow from a 

payphone". This Staff Recommendation idcntiOcd switched access 

revenues and toiVoperator seMCC3 revenues as being the revenue 
~ '),o"\41 ix N~c&d +o ~lif"'; ., .. ~c. 

streams ~"Ill' e..t~/lhc intrastate payphone subsidy lienee 11 is 

appropriate for payphone subsidies to be removed by reducing the rates 

4 



2 

3 

" 
5 

6 

1 

K 

9 

10 

II 

12 

,. 
14 

1$ 

16 

17 

IK 

·~ 
20 

21 

22 

DlnN Tllllmotl)l of Mrlbo R. Rtltl on &hoff ofMCI 1 4 1 

Q 

A 

for one of thuc DST services MCI rt'COmmc:nds that the Commhslon 

specifY lh&lthe CCL rate element or SST's switched a cuss revenues 

be reduced by the $6 S million ldelllilied by DST Oy lowering the: 

lntrutate CCL switched ac:ceJJ rate element. the Conll11luion will be 

lowcrina the rates for aiCtVicc that it has recognized is priced far in 

exceu oflts cost. 

DOES MCIIIA VE ANY OBJECTIONS TO DST'S PROPOSAL? 

Yes. OST plan1 to reduce their hun1ing (rotary) rate. Lower hunting 

charge~ will only serve to secure existing business customers and help 

BST acquire business curtomers in the future. Funhennorc, the 

present l'lltes for DST's (rotary) hunting charges have no basis or 

connection to the subsidy prescnlly being provided to BST's payphollle 

operation• in Aorida TMrefore, the Commiuion should not JJ>CCify 

BST'a hunting riles u the rate elentcnt to be reduced to remove the 

$6 S million in payphone IJUbsidy Whrle OST n1.1y claoosc to lower us 

businw hunting rstes u a rnauer or cornpe~itivc necessity, BST should 

not be permlued to claim that it ha.t thereby elinunated the intrb:3te 

payphorte sub1ldy from itl Florida operations Only rate reductions for 

service. which beat some relationahlp to ita payphone operations 

lhould qualifY u cJT'ectlna a removal or the S6 S million in p1yphone 

sub.tldy 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

11 

22 

Dlf'<'ct 7'mlmony ofMrlba It R~ld on &httlf of MCI 

Q 

Q. 

A 

BY WHAT DATE SHOULD REVISED rNTRAST ATE TARIFFS 

WHICH ELIMINATE INTRASTATE PAYPiiONE SUBSIDY BE 

FU.EO? 

After the Commission has made their decision in this proceeding, BST 

should have 30 days in which to file their revised tariiTsto reduce the 

intrastate CCL rates by S6.S million The effective date of the tariiTed 

rate reductions should be April IS, 1997 

DOES TifiS CONCLUDE YOUR TESTlMONY1 

Yes. 

6 

1 4 8 



1 Q (By Kr. Kel&OD) Me. Reid, could you plaaee 

2 give a brief auaaary of your teatiaony. 

3 ~ Yea. co .. iaoion•r•, ~e FCC payphone order 

4 require& the Coaaiaaion to deteraine which ra·te 

5 el-ant ahould be reduced to eliainate any in·traatate 

6 payphone aubaidy. MCI believe• the rate eleaent 

7 chosen ahould be the intraatate carrier coaaon line. 

8 Thia conclude& ay auaaary . 

149 

9 D. tmr.aOIII Ka. Reid ia tendered for =oac . 

10 

ll 

12 

lJ 

14 

tmJ,DQW JOIIImOIII Okay. Mr. Hatch? 

D. D!'CIIa No queationa. 

~ .rouao•• Mra. Green. 

111. ~I NO queationa. 

CI'J!TaO• JOII:..OIII Bell South. 

15 caoa• au•xo'l'Io• 

16 ar u . Rifts 

17 Q My naae 1• Nancy White vith BellSouth 

18 Telecoaaunications and I juat have a fev queations for 

19 you today. 

20 In your au..ary you &tate that the FCC's 

21 

22 

~;) 

24 

25 

order requir .. thia co.aiaaion to apecify vbich rate 

elements ahould be reduced due to BellSouth'& payphone 

•y~aidy; ia that correct? 

a Yes, I did. 

Q A& a layperaon, not an a~torney, is it your 



1 poaition that the co .. i•don has not aet this 

2 requlreaent? 

J ~ Yes, it is. 

4 0 And are you faailiar vith the order this 

s co-ission issued in vhich it alloved BellSouth •a 

6 tariff reducil\9 huntinq to be used to eliainata the 

7 subaidy? 

8 ~ Yes, I aa. 

9 o And you don't think that ' s aat the rcc·~ 

10 order? 

11 

1:2 

~ 

0 

No, aa •aa. 

And vhy ia that? 

13 a Raferrinq to a doouaant, order nuaber 

14 PSC-973-508-POF-TP issued on March 31st, under the 

15 Section 3 that refers to intrastate iaplaaantation 

16 requiraaanta, it atatas •we• -- I'a assuainq this is 

17 the c~ission •we vill not specify particular 

18 services or eleaanta vhare LECs aay aaka rata 

19 reductions . The LECs ebould have discretion. • And I 

20 believe that is in direct contradiction to •aust • 

:21 

22 

0 But the PSC --

QOMMI88IOKKR C1'RKI It ' s in direct 

23 contradiction to vhat? 

24 WI~ UlDa Let ae qo bec)t and read. It 

:25 says in Pareqrapb 183 or the paypbone order. 

n.oaxDJ. »tniLto aavxc. OOIDI.IaaiOJI 
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l 

2 

3 order. 

" 

C>W"'IIIOIID CLUIJ[I Which paypbone order? 

WiftUI DID• Paraqrapb 3 ot the payphone 

5 troa the FCC? 

6 WiftUI U t DI Froa the FCC. I apoloqiz:e . 

7 Prom the FCC . It aaya that the atatea auat determine 

8 the i.ntraatate allbeidiea within the ti.a.e traae . And 

9 tor that reaaon, •• a layparaon I interpreted that aa 

151 

10 based on the language tbat waa in the docuaent that ~ 

11 read, i.t I underatood i.t correctly . It aaid that it ' s 

12 not apeoi.ti.ed in the aervi.cea, and that the L!Ca havo 

13 t ' a disGretion, and that vaa the reaaon f or ~Y 

14 state.111etnt. 

15 0 (By xe. White) Let's try it thia way: 

16 You're aware that BellSouth tiled a taritt reduc 1ng 

17 hunting cbarqea i n order to eli.ainate the payphone 

18 sUbsidy. 

19 

20 

2 1 

22 

23 

24 

25 

A 

0 

Yes, I aa. 

And you •ro aware that this co .. iaaion 

decided to accept that taritt and approve the huntin9 

reduction even in light ot objection• troa MCI? 

a. Yee, I aa aware of th~t. 

0 so by your readinq ot the order, haan •t thia 

comaiaaion determined huntinq ia th~o rate eleaent troa 

"-OJU!a t011LIC IDVICII NWJIX88IOJI 



1 which the e~idy should be removed? 

2 Again, I say baee<S on the language in the 

3 document that I read I don't agree 

4 Q Now, you believe that the paypbone subsidy 

5 should be r-oved troa access rates, toll rates, 

6 operator service rates, which one? 

7 we specified intrastate or excuse ae, 

8 yeah, intras~:ate switched access CCL. 

9 Q And is it your recommendation that the 

152 

10 subsidy should be removed troa the carrier common line 

11 charge because t hat•e where the subsidy ca~~~e tro11? 

12 A No, it's not. We believe t hat CCL or 

13 carrier common line providee contr~bution, and that 

14 payphone ie one of the eleJDents that requires this 

15 contribution. So it probably provides soae subsidy to 

16 it but there apparently is no way of tracing directly 

17 which ones do and do not. 

18 Q So baaed on tbe change you made in your 

19 teatiaony you now agree that you cannot identity the 

20 specific rate el-ents that come tro• the payphone 

21 operations. 

22 I agree that they are not traceable, but I 

23 do believe CCL, since it does provide contribution, .it 

24 ia logical that possibly some ot this contribution 

25 goes tor that purpose. 



l 

2 

0 

A 

And bov - - vhat is that belief baaed on? 

The tact that you have services that need 

3 contribution and than you have all ot this 

4 contribution. You have the expanses and then 

5 Q I'm sorry. Go ahead . 

6 A That ' s tina. 

153 

7 Q So I guess vhat you're aayinq ia you believe 

8 that the CCLC abould be the rate el-ent used to 

9 reduce the subsidy becaQ&O it's priced above coat? 

10 A There's different reasons for why I believe 

ll CCL should be chosen. 

12 Q Ia that one ot tb-? 

l3 A one ot them, J••· Jlll 1 1lllo 

14 Q And do you -- isn't it true that BellSouth 

15 has other services that are priced above coat? 

16 A I believe that ' s what they say, yea . 

17 Q You have approximately ten years of 

18 experience in the toiecomaunicationa industry? 

19 

20 

a 

Q 

Yes, I do. 

Are you taailiar with the stipulation that 

21 BellSouth enter.d into in 1994 that called for certa.in 

22 rate reductions? 

23 

24 

a 

Q 

l'W V4qut~Y aware of that, yea. 

Would you accept, subject to check, that 

25 over the last three or four yeara there have been 
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1 approxiaately $224 ailllon in required rate reduction• 

2 that $183 all1ion ot that baa bean ~~ to reduce 

3 ace••• charqae? 

I peraonally vould prater to ... that 

5 dcx::UJ~&nt before I qlve wy approval to it becaWie I 

6 have not ••en that. I aean vhat you ' re reterrinq to. 

7 ... Cll'l'BI I would aak the Coaaiaaion to 

8 take otticial recoqnition ot the ordera in 920260 tor 

9 over the paat three yeara. 

10 ... D'l'CIII All ot thea? 

11 ... 11JU!'BI Tbe ordera. 

12 ... D'l'CII I All ot the order• in the docket 

13 01 ora you talkinq about 92172? 

14 u . n:I!'BI I ' ll talkinq about 920260, the 

15 order• that apacitically iapl .. ented And appr•oved the 

16 rat,a reductiona. I believe there would be about three 

17 or t our ot thea. 

18 

19 

D . D!'CBI Okay. 

C<*KI••xOirD DDaOJfa Me . White, doean •t 

20 your witneaa have that nuaber i n your teatiaony? 

21 

22 

24 Q 

u. OIYBI Yea, air, he doaa. 

OQM•t••xOirD DDAIOJII It'• already in the 

25 co .. ieaion aocepte your recoaaenda~ion that the 

~LOatDA l'OWLIC .DVICB COIOU••xo• 
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1 payphone aubaidy be used to eliminate the carrier 

2 co111111on line ch.arqe 1 doea MCI inter.d to flow it through 

J it• end uaera? 

4 I d.id n.ot addreaa that iaaue in ay teatiaony 

5 and I cUd not diacuua it with the individual .at ay 

6 company who aakea that decision . Although I am aware 

7 that MCI baa been a leadar in reducinq accua, 

8 particularly in this state aa late u the last tarift 

9 that BellSouth filed on 3 - 1-97, we reduced th.at very 

10 aa.e day the equal aaount i n acceaa. So I ca:n discuss 

11 the past, knOViJ19 th.at what our genaral policy is, but 

12 I did not diacuaa this particular iaaue with ·the 

13 people who aake tbot deciaion in the oo•p•ny, 

14 0 so your answer to ay particular question 

15 would be you don't know? 

16 Yea. 

17 0 Okay. Now, you stated in the past you have 

18 flowed it through in past acceaa charge reduction? 

19 a Yea. 

20 Q And when waa that, can you tell me? 

21 a That vaa 3-1-97, when BellSouth aub:aitted 

22 their tariff, I vu infor.od that very •a- day ve 

23 love~ed our acceaa. 

24 

25 

0 can you tell •• by how nuch you low.ered it? 

COIGI%8810 ... CLU&I You lowered yo·ur long 



1 diatanc.e raU. or you lowared your acceaa -- I •()an 

2 what did you do, acoaa•? 
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3 wx,.._a aaxor I'• not poaitive exactly vbat 

4 waa lowered but I Xnov va mat our obligation to reduce 

5 accaaa . Tbat'a vbat the taritt people tall ••· I ' m 

6 not avare ot the exact llJDOunt that vaa done. 

7 0 (By ... White) oxay. But you toox the 

8 ace••• cberqe reduction that BallSoutb made, and you 

9 reduced other chargee with that aoney, ia that what 

10 you're aayinq? 

11 

12 

.. 
0 

• J reduced? 

14 .. 

Y ... 

But yc.u don't Xnow vhat other chargee you 

I did not get the apecitication ot it. I 

15 didn't addr••• thia in lilY testaony. 

16 0 You don't Xnov what apecitic aerv!cea or 

17 what cuataaere that apecilic aaourit ot aeeeaa charge 

18 reduction vaa tlowed through to? 

19 .. No, aa •aa. The people that addraaa these ·--

20 their reaponaibility to theae i eauoa told me they have 

21 met dollar tor dollar the acoaaa raduotion in the 

22 atata ot Florida aa lata aa the laat one whic h vaa on 

23 Karch let, and I did not aax the• the apec itica ot it. 

24 u. tna'l'•r I have nothinq turthar. Th.ank 

25 you. 



r 

1 

2 

CDIJIDII JOIDUIO•a St aff. 

c:ao.• ••a•TJDHOJI 

3 BY D . PIIJ.JICD!DIII 

4 0 Ma. Raid, Charles Palleqrin \ on behalf of 

5 ColUiission st.tt. 

6 Let •• turn your attention firat t o Page 4 

7 of your t .. tiaony, Linae 14 and 157 

8 .. I have it . 

157 

9 Q Thera you testified that BellSouth'• present 

10 CCL rata a provide substantial contribution to 

11 BellSouth ' a telephone operations, 1a that true? 

12 .. Yea, air, I did. 

13 Q In light ot that, would you agree that there 

14 ara other service• that siailarly provide substantial 

15 contribution to BellSoutb • a telephone operations? 

16 

17 

Jl 

Q 

Yes, I would . 

For ex~ple, toll services operator 

18 services, custoa calling features. Would you agree? 

19 

20 

.. 
Q 

Yea, I aqr-. 

Again on Paqe 4 at Linea 18 throu.qh 20, you 

21 state that StArt's raco .. an4ation is that the March 

22 16 -- Marob 6th, 1997, reco .. endati on noted it's 

23 loqicual to attribute th• subsidy to one or mora ot t.fle 

24 various network revenue atreaas which flow froa a 

25 payphona. Is that true? 
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1 & Ye•, it ia. 

2 0 Do you aqree vi th thll t'i' 

3 ). Yea, I do. 

4 Q Do you believe that thia kind ot aubaidy 

5 attribution haa ita aource in the FCC order and 

6 report? 

7 I ' • aorry, I don't reall~ tollov your 

8 queation . 

9 Q Well, you 've •aid that you ac;rread with 

10 staff's reo~ndation that it ' • loc;Jical to attribute 

11 the aubaidy to one or more of the varioua netvorlt 

12 revenue .tr .... vhioh tlov from a paypbone? 

13 ). Y ... 

14 Q I'• aaklnq you if you think that attribution 

15 has its source in the FCC order and report? 

16 I don't believe tho order directed ho~ it 

17 vas to be recovered on an intrastate laval, only on an 

18 interstate level, if that •a what you're aaltinq. 

19 0 It not there, where would one find support 

20 tor that notion? 

21 It vas just required that it be r-oved. It 

22 didn't specify hov 1~ would be re11oved. So that there 

23 would be no aubsidiea, no eubsidicinq between the two 

24 directly or indirectly. 

25 Q IAt - aak the question this way then: Why 

I"LLJUD& •nt.IO aavxca cOIOU&&IOJI 



do you believe that it'a I auppoaa raaaonabla to 

attribute the au.baicSy to revenue atreaaa which tlow 

trow pay telephone OPfl'Ation!!? 
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1 

2 

J 

4 ~ I think there ' • a coupll of' cSitterent thing• 

5 that need to be conaidared in thia. one ia tirat ot 

6 all what aleaenta have a ralationabip to payphone. 

7 Siuce you ' ve not bean given the exact criteria in the 

8 order of bow to raaova it, you need to come up with a 

9 liet ot othtt reasons tor, okay, this is vhat we 

10 should look at aa we decide how to remove it. one ot 

11 thea ahould ba vhat ralationahip, what eleaanta bear 

12 relatioruahipa to payphonea . And a a statt rec·o-ended, 

13 toll oparotor 8\U'chOrqea lind IIOOei!J Ol.l have .a linkage 

l4 to paypbonee, and with that I agree. I thinlt that 

15 otller criteria alao need to be taken into 

16 consideration aince you have three elements tlle.re. 

17 The other criteria I believe ahould be first 

18 ot all we vent to make aura these el-anta ar·e 

19 providing contributi~n, and it that ia proven, that 

20 should be coruaidered. And laat but not leaat ia which 

21 ot these aleaenta, since the state naeda to chooea, 

22 vhich of th- receive the moat competitive pr<eaaura? 

23 And t think of' the three, occa!!!! receive• the laaat 

24 and it'a -- at laaat MCI'a opinion the beat choice 

25 under the circuaatanca. 

I'I.CIUD~ PtlliLIC ltDVICS CC*'fT88IOll 



1 Q What about hunting chargaa, do you believe 

2 thoae to be one of thoaa revenue atraa.u vhicb flow 

J fro• pay ~lephone operationa? 

4 ._ I don't aee how they linlt into tbe pay 

5 telephone operation. I can't follow that logic. 

6 Q Ka. Reid, ia it a fair au.aary of your 

7 taatiaony that only rate reduction bearing aoae 

8 rel.ationahip to payphone operation• qualify tor 

9 removal of aubaidiea? 
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10 ._ MCI haa no objactiona it BellSouth vanta to 

11 reduce tbeir hunting rotary charge• becauae tbey have 

12 soma pricing flexibility vith their price cape; reaaon 

ll being thty vent un~•r this regulation -- my 

14 undaratandinq -- ao that they could react to 

15 competition. But I don ' t believe that that would aeet 

16 the criteria in thia particular aituation. I do 

17 believe you ne~MS to chooae ao .. thing that doe• bear 

18 aome relationahipa to paypbonea. 

19 

20 

21 

Q 

.. 
Q 

The anawar to my quaation ia yea? 

Yea . 

And vould you concur then that tbere are at 

22 leaat aeveral el..-nta, including tbe CCL rate el .. ent 

23 of BellSouth avitcbed revenuea, tbat bear auch a 

24 logical relationahip to payphone operationa? 

25 Yea, I would. 

rLORXD.a PUBLIC IEnVXCa COMXIIIIO• 
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1 Q And vould you further concur that neither ot 

2 these -- that none ot these can be identified vith 

3 

4 

5 

6 

7 

8 

certainty 

& 

concludes 

as directly subsidizing payphone operations? 

Yea, I vould aqree. 

D. PIILLUIPIIfll Thank you, Ka. Rolid. That 

ay questions. 

CD"MI• JGJDIBO.I Co-isaioners. !'.lldireot7 

a. llliL&OJra No redirect. Ask that the 

9 witness be excused . 

10 aaarawa• Joaxao•a witness can be excused. 

11 Tbanlt you. 

12 (Witness Reid excused.) 

13 cxarawa• Ja..aowa Are there any other 

14 m.sttera? We ' ve adllitted --

15 D. P~~~ I would just reaind the 

16 parties that tho transcripts are due troa this hearing 

11 on August 14 and that briefs are due on August 21st. 

18 

19 

aaanvur Joaxao•a okay. Anything else? 

Ka. GPa .. a Unless I aiased this in ay 

20 recordkeeping, Statt bad tour exhibits that I don't 

21 bel !eve bave bean adaitted. 

22 

23 

24 

25 

a. pv.t.WJ!X.X a They vera introduced. 

... qpwga You adllitted th-. 

CDl'.vu JODIO•a Anything else? 

D. pp.I,WJ!X.Xa No, Chai~an. 

I'LOJUI)& POliLXC &Dnca CQMMT88XO. 
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1 mrann• JODso•• The hearinc; 1• adjourned. 

2 Thank you very auch. Over 1230 p.a. 

3 (Thereupon, the bearinc; concluded at 

4 12:30 p.a.) 

5 - - ---
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1 STATE OP FLORIDA) 
CE:RTIPICATB OP REPORTER 

2 COUNTY OP LBOH ) 

3 I, JOY KELLY, CSR, RPR, Chief, Bureau of 
Reportinq, Official couiaaion Reporter, 

4 
DO Kl!JIUY CIR'l'IrY that the Hearinq in Docltat 

5 Ho. 970172-TP, 970173-TP an4 vaa heard by the Florida 
Public Service eo.aiaaion at the tiae and place herein 

6 atated; it ia further 

7 CDTIPIIO that I atenoqraphically reported 
the aaid prooeedinqa; that the aa.ae haa been 

8 tranacribed Wlder •Y direct auperviaion; and that thia 
tranacript, conaiatinq of 162 paqea, conatitutea a 

9 t .rue tranacription of •Y notea of aaid proceedinqa. 
and the inaertion of the pre•cribed prefiled 

10 teatt.ony of the vitn•••· 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

24 

25 
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