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Director, Records ' Reporting 
Florida Public Service Commission 
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Dear Ms. Bay6: 

0 A.JI,. A , ttU .. f(ll, J f/1 , 
oiOMA fMAH f , JONM~.,. 

•o•c•t • · .._..,_..,., ... o 
AHOC\A It , wQatlllt.tO• 
ONn' v , ,.UIIlO 
• AMCM It , P.l.tCIIIoOM 
"'· aeon . ,, .. 
w. ate..-& ' ' " ' ' 
t , IIIUH Wl"tNUU.L, II 

0' COUMIU 
w. •o•c.•"~ ' 0•"-• 

Enclosed tor tiling in the above docket(a) on behalf of HCI 
Telecommunications Corporation are the oriqinal and 15 cop i e s o! 
MCI 's poathearing br ier, together with a WordPor !ec t 5 . 1 disk . 

By copy or thi s letter this document has boon prov ided to 
t he p6rties on the attached service liet. 

RDK/CC 
Enclosures 
cc : Service 

nm• 

List 

Very t ruly yours, 

Richard D. Melson 

OOCUHEHT H\'HO(R · OAT( 

08~ 75 AUG21 ~ 
F,SC-RECOROS/R(POR!~G 



BE~OAZ THE FLORIDA PUBLIC SZRVICB COXKISSION 

In re: Eat sblishmant of ) 
intrastate i~ple~entation ) 
require.~ents governing federally ) 
~andated dere9Ulation of local ) 
exchange coapany payphonea l 
~~~~~~~~~---------> In re: Petition by HCI ) 
Telaco~unications corporation ) 
for an order requiring BellSouth ) 
Teleco~unications, Inc. to ) 
r-ove its deregulated payphone ) 
investment and associated ) 
~txpenses from ita int.rastate ) 
.perations and reduce the ) 
carrier co~on Line Rate Element ) 
ot its intrastate switched acce13 ) 
charges ) 

~--~~~--~~=----------> In ro: Petition by MCI ) 
Teleco~unications corporation ) 
for an order requiring GTE ) 
Florida, Incorporated to ) 
remove its deregulated payphone ) 
inves~ent and associated ) 
expenses from its intrastate ) 
operations and reduce the ) 
carrier Co~mon Line Rate Element ) 
of its i ntrastate switched access ) 
charges ) ___________________________ ) 

Docket No. n70281-TL 

Docket No. 970172-TP 

Docket No. 97017J -TP 

Filed: August 20, 1997 

MCI '8 POSTHEARING SRI!!F 

MCI Telecommunications Corporation (MCI) hereby files i t s 

posthearing brief. 

OO'MKARY 

Tho FCC'o Payphono Order requires the Florida Public service 

comm1ssion to deteraine what intrastate rate elements must be 

redu,ced to eliminate any intrastate payphona subsidies . Tho 

Commission should direct Bellsouth t o remove tho entire amount o! 
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its payphone subsidy from tho intrastate carrier common l ine 

(CCL) charge. 

t88UI-BY-I88U! ANALYSIS 

Issue 1. What is the amount of intrastate payphone subsidy, if 
a ny, that neede to be oli•inatod by each local exchange 
company pursuant to Section 276(8) (1)(b) of t he 
Teleeo=munications Act ot 1996? 

Hkl: According to BellSouth's study, the amount ot the 
intrastate payphone subsidy ir BellSouth's rates is 
$6,501,000. Tho a.mount ot the subsidy would be 
$7, 502, 000 if BollSouth had calculated set e ·xponso and 
line exponas on a consistent basis. 

DellSouth admits t .hat the amount ot tho intnu;tate payphono 

subsidy in its rates is $6,501,000. (Lohman, T 23; Ex . 4 at 12; 

Ex. 5) BellSouth calculates this amount using two dit!orent 

methodologies. (Lohman, T 73) For purposes ot calculatlr.g tho 

subsidy associated with payphone sets, BellSouth relies on set 

expense data from its ARMIS reports. (Lohman, T 69) For purposes 

ot calcu~ating the subsidy associated with payphone lines, 

BellSouth relies on line expense data from an updated 1993 

vintage study ot ita SmartRi~q aervieo. (Lohman, T 66-68) 

If the calculation tor both components had boon calculated 

on a consistent basis, using ARMIS data tor l ine expenDo ao well 

as tor sot expense, the calculated subsidy would increase by just 

over $1 million to $7,502,000. (Lohman, T 76) 

Issyo 2. If an intrastate payphone subsidy is identified in 
Ianue 1, do the FCC's Payphone Reclassificat~ ~n Order s 
r~ire tho Florida Public Service commission to 

-2-



apecity uhich rate elament(s) should be reduced to 
eliminate such subsidy? 

~~ Y'es. 

The FCC's Report and Order (FCC 96-388) issued September 20, 

1996 in cc Docket No. 96-128 ("FCC Payphone order" ) raquiroa tho 

Commission to specify which rato olamont(a) are t o bo reduced to 

eliminate tho subsidy (Raid, T 145-146): 

states must determine the intrastate 
r a te elements that must be removed t o 
eliminate any intrastate subsidies .. 

(FCC 96-388, ! 186) 

To date, the Commission has not made the requ1rod 

determination . The PAA Order issued in this docket explicitly 

rofrainod from specifying the rate element s to be remo ved, 

i nstead leaving the choice solely t o the local exchang e 

companies : 

We will not specify particu lar services 
or elements whore LECs may make rate 
reduc tions. The LEC should have 
discretion regarding which tariff 
elements are reduced and need onl y 
demonstrate via a price-out that the 
revenue reduction eliminates tho 
subsidy. 

(Order No . PSC- 97-0358-FOF-TP, page 6) 

In light ot this PAA Order, thoro is no merit to the 

posi tion (Lohman, T 25-28) that by permitting BellSouth's 

business hunting rate reduction t arit t to take eftoct, tho 

Commission thereby "determined" the rate clement to bo roducod. 

(Reid , T 150) While the Commission may have been aware ot 
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BellSouth'a i ntention to reduce .business hunting rates a t the 

t ime the PAA Order waa issued, nothinq i n that Order required 

BellSouth to reduce that rate, a nd nothing constituted a 

determination that the business hunting rate -- or any other rate 

element -- was the appropriate element to be reduced. ' Instead, 

t he PM Order delegated absol ute di.acretion to the local exchange 

companies to deto~ine what element should be reduced. (See Reid, 

T 151-152) That delegac ion violates the requirements of the FCC 

Pa· 'Phone Order. 

Staff 's c r oss-examination or Ms. Reid suggests that ths 

start may be considering t he option of specifying a limited m·anu 

ot rate elements to be reduced, froiD which BellSouth could maike 

the final choice. (See T 160-1 61) MCI submits that this approach 

would likewise violate the FCC Payphone Order unless the 

Commission removed all discretion from BellSouth by specifying 

the ,portion of the payphone subsidy to bo removed from each rato 

element identified for reduction. 

Issue 3. If an intrastate payphone subsidy is identitied in 
Issue 1, what is the appropriate rate o l ement(s) to be 
reduced to eliminate such subsidy? 

HQI: The carrier common line (CCL) charge is the appropriate 
rate element to be reduced to eliminate tho payphono 
subddy. 

While questioning by counsel tor BellSouth also c r eated 
the impression that tho Co111111isaion afti~ativsly voted to approve 
Bellsouth's hunting reduction tariff (T. 151), in tact tho PAA 
order does not reflect such a decision by the Commission. 
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In detenainil\9 the appropriate rate elements to be reduced 

to eliminate the i ntrastate payphono eubsidy, the CommiRsion 

should consider a nuabar o! !actore. Each o! these !actors 

!avore r educinCjl the carrier co101on line (CCL) component ot 

switched acceee chargee : 

(1) Is the el .. ant pri~ eubetantially in excees o! cost ? 

The Commission has long recoqnized that switched access charges 

are priced eubetantially in excess o! cost . (Reid, T 147, 153; 

Guedel, T 961 Lohman, T 48) In tee t, BellSouth's mark-up on 

s witched access charges is greater than the mark-up on any ot its 

other major revenue-producing services. (Guedel, T 94-95, 113) 

The CCL component o! access charges is not cost-based and 

represents pure contribution or subsidy, since the incremental 

cost o! providing the CCL is zero. (Cuedel, T 95-96) 

(2) Is the price !or the element to be reduced likely to 

t all i n response t o competitive market !orcas? (Reid, T 159) End 

user rates, including rat es tor business services, will feel the 

effects ot competitive pressure more quickly than rates for 

switched aooese charges, particularly terminating owitched acceso 

charges. (Cuedel, T 103-104) 

The 1995 revisions to Chapter 364, and BellSouth'o 

subsequent election of price regulation, gives BellSouth the 

necessary flexibility to adjust its rates t o respond to market 

forces. (Cuedol, T 101-102) There is no need !or the Commission 

to grant Be llSoutt- additional tloxibility by giving it a "cost-
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tree" way to reduce rates tor competitive services. (Reid, T 147; 

Cuedel, T 98) 

Instead, in the tew situationa where the Commission still 

has soma control over BellSouth'a rates and ita dispoaition of 

excess tunda, the co .. iasion should use the opportunity to r uduce 

rates which are acknowledged to be qreatly in excess or coat, but 

which are relatively i .. une tro• co•petitiva market pracaures. 

(Guedel, T 97, 102, sea 11~-120) 

p) l>oas the revenue stream to be rnducod boar o:omo lO<J ica 1 

relationship to the vorioua revonue strooms which con Clow Croa o 

payphone? Accesa charges are ono of tho revenue stroaas produced 

by a payphone, and thus bear soma loqical relationship to the 

payphone subsidy. (Reid, T 146, 157-159) In contrast, business 

huntinq rat•es have no relationship to payphono revenue a. (Reid, T 

147, 160) 

The only rationale that BellSouth has given to support 

reducing business hunting rates !a that a high percentage ot 

BollSouth's recent rate reductiono have been applied to switched 

access charqes and that tho benefit ot a busineao huntinq 

reduction will !low directly to a different set ot ond user 

customers. (Lohman, T 35) Neither or these provides a compellinq 

reason to approve BellSouth's proposal . Access charqa reductions 

benefit end uaers just as auoh aa any Jthar rate reductions. 

Both AT'T and HCI have flowed throuqh to their customers the 

effect ot paat accaaa charge reductions. (Reid, T 154-1 55; 

Guedel, T 105-107) Further, the tact that recant rata reductions 
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have been applied to acceaa chargee ia itaelt evidence ot tho 

tact that the Couiaaion and the partiea have rec09ni%ed: 

(a) that acceas charges are overpriced, and (b) that regulatory 
action is required to reduce these ratea, becauae they are not 

being affected by coapetitive aarket forces. 

Issue 4: If neceasary, by what date ahould reviaed intrastate 
taritta that elillinate any identified intrastate 
payphone subaidy be filed? 

tfkl: The Coui .. ion accepted a atipulation that 1t BellSouth ia per.itted to reduce buaineas hunting ratos, the 
pravioualy tiled tariff will resain in aCCect; 
otherwise, reviaed tariffs will be tiled within 30 dayo after tho issuance ot the final order in thio docket. 
(See Stipulation 4) 

Igguo 5: Is April 15, 1997, the appropriate effective data tor roviaed intrast&te taritts that eliminate any 
idontitiad intraatate payphone subsidy? 

H&I: The Couission accepted a stipulation that it BellSouth is per.itted to reduce busineas hunting rates, the 
effective date will remain at April 1, 1997; othorwisn, reviaed tariffs will be effective as ot April 15, 1997. (See Stipulation 5) 

.,, 

RESPECTFULLY SUBMITTED thia 20th day ot August, 1997. 

HOPPINC ••REEN SAHS ' SHITH, P. A. 

By·~ jliCO~ 
P.O. X 26 
Tallahassee, FL 32314 
(904) 4 25- 2313 

and 
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Thomas K. Bond 
Michael J. Henry 
HCI 1'eleco-unicat1ona Corporation 
780 Johnson Ferry Road, Suito 700 
Atlanta, GA 30342 
(404) 267-6315 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a copy ot tha tore9oin9 wee turni ehed 
to the tollovinq partie• by U.S. Hail thie 20th day ot AUCJu fit, 
1997. 

William P. cox 
Division ot Leqal Service• 
Florida Public Service co-ieaion 
2540 Shumard Oak Boulevard 
Tallahassee, PL 32399 

Robr rt c. Beatty 
Nar . .:y B. White 
C/ Nancy H. Sima 
150 s. Monroe st., suite 400 
Tallahassee, FL 32301 

Beverly Y. Henard 
GTE Florida, Inc. 
106 £. Colleqe Avenue, 11440 
Tallahassee, FL 32301-7704 

Char les J. Rehwinkel 
f'. B. "Ben" POaCJ 
Spr int-Florida, Inc . 
p.o. Box 2214, HC2565 
Tallahassee, FL 32316-2214 

Ms. Harriet Eudy 
ALLTEL Florida, Inc. 
P.O. Box 550 
Live Oak, FL 32060-3343 

Ms. Laurie A. Maffett 
Frontier Comaunications 

ot the south , Inc. 
180 s. Clinton Avenue 
Rochester, NY 14646-0400 

Bill Thomas 
Cult ~elephone Company 
Post ottioe Box 1007 
Port St. Joe , PL 32457 

Robert H. Poet, J r. 
Indiantown Telephone Syeta•, Inc. 
Poet Ottice Box 277 
Indiantown, PL 34956-0277 

Lynne c. Brower 
Northeast Florida Telephone company 
P.O. Box 485 . 
Macclenny, FL 32063-0485 

TOI!Ills K. McCabe 
Quincy Telephone Company 
P.O. Box 189 
Quincy, FL 32353 

John H. vau9han 
St. Joseph Telephone ' Telahpone 
Company 
Post otCice Box 220 
Port St. Joe, FL 32 456-0220 

Lynn 8. Hall 
Vista -Un i ted Tel ecommunications 
P.O. Box 10180 
Lake euenta Vita, FL 32803 -0180 

Angela B. Groen 
Florida Public Telecommunications 

Association, Inc. 
125 s. Gadsden St., Suite 200 
Tallahassee, FL 32301 

Tracy Hatch 
AT'T 
101 N. Monroe St., Suite 700 
Tallahassee, FL 32301 

Mlrk K. Lo9an 
8Jyant, Hiller' Olivo 
201 5. Monroe st., suite 500 
Tallahassee, FL 32301 

Attorney 
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