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ORIGINAL 
SPRINT FLORIDA, INC. 

BASIC LOCAL SERVICE COST STUDY 

Filed in Docket 980000A-5P 

Presented by Kent W. Dickerson 

INTROOUCTtON AND OVERVIEW 

The purpose of theM comments Ia :o detalbe Sprint's philolophy and n ethodology rolalod IO 
the preparetlon of Total Service Long Run Incremental Cost (TSLRIC) atudlot for blalo local 
aervk:e. It It Ofganlzad In the following aectiona: 

• TSLRIC Studiet 

• Study Methodology· Bilk; Local Service 
• LocaiLoop 
• Local and EAS Switching 
- Port 
• EAS Tranaport 
- Annual Charge Fader Developmenl 
• Baelc Local Service Summary 

• Summary 

TSLRJC STUDIES 

TSLRIC Ia defined u tho total fOIWild looldng. long run lncremenlal cost created by thO total 
dem.!nd for a given aarvk:e auumlng the demand for aU other aeNicea remains conallnt In 
other worda, TSLRIC rapteNnlt all the eostt directly caused by 1 tervlce. TSLRIC lndudea ell 
of the aefVIce..lpedftc: fixed cocts and volume aensillvo costa, II repreaenta the total ,-!iflld ClOt I 
that tho aervlce plllcet upon the resources of tho company. 

In more precile ternw. TSLRIC Ia tho cfJffMence between (1) the to!:~! long-run cost of a 
company that ptOYida the Rudy aervk:e and a number of other aervlces, and (2) the total IOnO· 
run COli of that ume company if it provided aU of its OCher aervlcesln the same quantrtioa, bOt 
nol tho ltudy aecvlce. 

The tot.~ fOIWII'd lool!lng cost In a TSLRIC ltudy muat UM the leut coat and moat eooo~My 
emclenl technology for a nelwoftl fundion th81 Sprint would uta If it wm~to lnltlally otter tht 
func;tion. Sprint'a TSLRIC atudlet re1lecl the total co81t rel.ted to the total demand for the 
service eonaldered and Include aD costt Incremental to the otfeMg of tho aerv1ce All COlli 
were considered from alo!lg run perepectlve euch that an coltS aai!Odatlld W1th the provleloo ol 
a aervk:e « beak; n.twor1c fundlon _. c:onaldlred avoldllble and lncnmental. 
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Sprint'a TSLRIC atudits follow the prilldple of cost C8UUtlon .nd Include the coata that change 
aa a~ ofthededalon to olferthe "~ cvto proylslon it In a apec:ifieway. TSLRIC 
studlea do noc lndudt joint and COIM!on costa wn '"i1 do noc meet the inc:rtmental cost 
cauaation atandard. Or. v.1lll8m Tl!ylof In "Coating ~· ,J Pricing Prinelplea for Oelermlnlng Fair 
and Reuonabte RMel Under Competition" detlnel lhared Mel common fixed cost• In the 
following way: 

"Siwed lilted cost• are thole~ with the wpply by a farm of e group of 
NMcel ~ more than one. but leal than al, of ill aerO'Ictl. (A IJ)edal 
caM of lhnd c:ott II~ cost Which It tht c:ott lhlllllhlrtd by 1 gtoup of 
_...ioea or ptOducta 11\atare ptOduced In fix«< propottiona to each ott.r) 'Fixed' 
In thla conlul ~ that thole cotta Vaty with neithef the level of WIY indMdual 
IMIIVIoe in the group nor the dec:illon to ptOduee or ceaaa prodUc:lng any aervlce 
« aubaet of ..vtcn wftt*l the group. For example. the cost of aoftware right·to­
uaa fee• ' elharad fix«~ c:ott of IWttc:hed aaiVIcea.. 

CommcJn< fbled cost• ere noc IIIOCilted with a apeclf;o ~«Vice « group• of 
llfVic:M. 1.-....d, thoae llxed cor.a - lhlrwd by .. aaMc:ea produced by the 
rwm. The PIMidaul't delk It a dll4lc example of a fixed c:ott that Ia common to 
daeMc:.l." 

Accordlngly, Sprint' a TSLRIC IIWdiM exclude joint .nd common costa. 

STUDY METHODOLOGY· BASIC LOCAL SERVICE 

The end reault of thlt TSLRIC atudy waa to determine the cost of bale IQQI telephone service 
expresled In dolara par month par cuatomer. Cotta were developed by clau of. aervlce 
(Residence. Bualnna. c.ntr.x, .nd Kay) and by rate group 

Servlcea were compt1aed of the followo-,g bulc: network func:llona whlc:h are delcnbed on thiS 
aedlon: 

local looP 
• Port 
• Local and EAS Switching 

EAS Tranaport 

Each of theta functlont are calcUated In a twcHlap proce11 Firat. the forward looking 
Investment Ia detannlned. Thla forw~ lnveatrMnt II !hen converted to a monthly cost 
by applying an annuel chlrge r.ctor. An ACF II 1 t.ctor lhlt, ~ applied to the lnveatment 
and dMded by the IUnblf of CUSiomera lnd moncht In lhl ye•. w11 rnut In the •'eraoe cost 
per month per cuatomer. ~ of the IMUal charge fact()(lil detcnbed oro i'._. 6 

local Loop 

local loop costa are the costa auoc:lated wllh the network fac:llltlea from the cuat.omar netwont 
lntal'face device (NIO) to the cwtorner port In the central offloe Monthly coat, In doUara per 
month per cutt-. were~ by applying an annual charge factor to the forward· looking 
local loop~ 
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Sprint UMt the Bendvnatl( Colt Proxy Model (BCPM) velllon 3.1 to develop fOIWitd looking 
1~ loop lnveatment. FOIWII'd-looking coatlnputa to the BCPM were developed baaed upon 
Sprinfa opecllionll FlolidHI*ii\C experience wherevw poulble. Company-specific Inputs 
used In the model Included: 

• lnltatlallon com tor fiber n oopper Clble: 
• cable end ltrlnd lniUrlll COlt 
• feederldlllrbAion trutf- coat end drop lllfmlnll coat; 
• leiW1g-~~ coet 
• drop~ coat 8nd illtwoltt lnlillelt.tfrf-..,.devlcl: 
• digbl • cp catrler coet 
• c:ona1J\ICtlon edMiy: 
• dlstr1butionlfMder pilnt mlx; 
• mulmum fiber, feeder end dillllbullon llzea: 
. -~nee by wn oenter: 
• poll etrvdln ahlllng 

An eumple at the tocwiRS looking Investment developed by the BCPM 11 the atete-wtde level Is 
shown on Exhibit 1 ettwched to theM eoiMliiU. Investment wu dew loped ft~r drCUJt 
equipment (digUIIoop eerr1et dfticet). polea, cable (lndudlng croet-co~ •-wta). llld conduit. 
Monthly com_,.. deiMd by ~ lhe ipprOpliete IMUII charge factor to the Investment 
llld dMdil 1g by twelve. M eurnple at lhe moe olhly toll developrnenl for local loop would be as 
follows: 

--- ~ 

I .. I , ,• f ~ .. . ·~ 
• ; I· . . . .,. . 

- .. - ... - .... : -. . 
Pole lmestn111'11 22,857,807 0..25083 5,733,374 

Aerial Cable - Copper 76,1117,615 0.285e0 21,1187,871 

Undergrcund CeOie • Copcler 311,7113.1112 0.22825 11,082.1160 

Buried c.ble - Copper 1, 1011,885,6112 0.231141 285,741,672 
Aerial Cable • Flbef 2,057,11110 0.23244 476,35& 

UndergrOUtld Cable - Fiber 40,427,1118 0.19639 7,839,'180 

Buried Cable • Fiber 120,058,738 0.19087 22,915,80~ 

Conduit rnv .. b•llnl 70,11110,328 0.18447 11 ,875,7711 

TOTAL ' 450,640,373 

Number at Unet 1,1138,005 

Olrec:t Monthly Co.t ' 11.37 

Theil e9tW Mrt ~ de l'v'etllgld to rete group tevet. ualng the nuonber of gnd..Jevel IICCeSI 

lines In BCPM. Loop coeta were ~tllltecl by realdenllalllld bullneu aervice by weighting 
the loop coet developed In the BCPM ~lng the Illumed nuonber of 11nd..Jevel busloeu and 
realdentlal ecce•• linn. An eumple of how realdentl1l 1nd bualoeaa coati _. developed 
ualng the BCPM ~ ee follows: 

KENT W. DICKatSOH Special Protect 
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1. Grid Loop Cott • RHidentlaiiJnea/ Total Retldentlal Unot 

2. Grid Loop Cott • Butlnne Unot I Total Buslneat Unn 

Included In Spttnt't TSI.RIC ltUdiM for R1 , 81, Centtex and Key costa 1te IWitch to tWitch local 

end EAS <*II. The rr,ona,>y co.t for leal end EAS IWidq - dr.-eloped by multiplying 1 
mlnut.e of uae eoet by the total (toc:aland EA8) monthly uuge. 

Sprint use a the lnvettmel'll for the oanlrel oftlciiWIIchlng equipment developed In the SWitching 
Cottlnform11lon1 System/Model Office (SCISIMO or SCIS). SCIS Ia 1 pc.bllod Bellcore model 
thlt detennlnellhe folwlnf.looldng m-eat111ent of 1 aw!t.ch. SCIS at1ow1 Sprint to develop 
cotta thlt '"' apedflc to each .witch. F« example, Sprint might h1ve t.-10 IWIIchet with the 

tame lne aize, buC due to toc.l demognlphlct, they might have dtlfem~t uuge 1nd • rnuttJng 
dill-nee In cott. 

SCISIMO reftecta 1 compoeite of eJdsting Sprint Jn.MMc:e awltches With IICiual det~ lnc:ludong: 

• Number of ICCOII ht per .witch 
• Adminlsu.tlve fill flldOf'l 

• UnoU~~t~e 
• TtunkUeage 
• Number of OS3't 
• Number ol trun1ca 
• SS70c:IR 
• ISDN 
• AMA Equipment Type 
• TR303 Pottt 
• AatociiWd nre.mmoc.e-

The outpull ot sets .,. totat lnYe&tmont dollarl 101' eecn ewildl broken down Into: 

• Qettlng ltldtd mer (lbced cost) • The minimum lnvetlment required to provide twitching, 
regardleu of ue-oe. It II compoeed pr1matll)' of the 01ntta1 proont« lind memory 

KENT W. DICICERION Pege4 



• Wo!1c!ng !Inn lmubu•J!- The cost~ will'l the phyllcaJ appearance of a fine on 
the twitch. The primaty cost c;omponenta for analog ~net are the d'~ttribvtion C'l'ld 
protection hme c:o.ta end the line awd. 

• Excelf CC§ loygtmeot - That portion of the treffic-aentilive colt comi'Qnentt not 
re<:avered by lldual u.age. 

• Une ccs -Une CCS lathe Investment 1taoclattd will'l u.age aentltNe ltne-tide 
awitet\ing. It Ia c:ornpoMd prfmlrly d lhlllne OOCICAilbatiug module, os.30A llnks, linc 
group COimolon, DS-30 llnka, and the networ1c module. (CCS ban acronym fOf 100 cal 
aeconc' 

• Tnmk ccs -The lnwttmenl with u.age aenaltlvell\lnk·tlde awitc:hlng. It It composed 
primarily of digital trunk controller., 051 llnkl, and the nelwolit module. 

• S§Z and Umb!!lctl CC§ - The cost uaodated will'l the SS7 nelwolit (algnatlng 
!nfOI'INIIon INt It aent C1Vet a aeptr111 cnannet then the can itMif) end 1nve1tment 
tela!ed to the equipment • ..en end d the hott end remoce. 

T'l'.,.. lnveltmenl dobrlw.. then Input to the SwltcNng Model (SWIM). SWIM b e Spnnt 
model thllt ~ lhe SCIS lrMttlmlnl OIAputa to dro elop IA'Iil c:o.ta fOf Line, TNI\Jt and T tndem 
Set-up, Feud t.ne, and Line and Tn.rlk Tandem and Umbilical CCS. 

Coati (ln dollm pw minute of uae) _,.. then muttlptled by u.age to yield monthly costa. The 
unge atucty wea prepll1ld by HleciJng a rlndom temple of approximately 350 cuatomera for 
each ctalf of aeMc:e In the atudy (R1, 81, etc.). Sprint uaed the local measured aerv!ce feature 
In the twitch for theM customera to monitOf the number and duration of cat:. dur1ng a two week 
period. Thil waa used u u-. bull fOf the monlhly coat developed fOf IW11.:hlng and tranaport 
COlli. 

Port costa include the woridng line COlla (line card, main df1llibuttOn frame, tnd proleciOf) and 
bttlery. Total portlnvntmenl waa developed In SCIS. Total pol1 1nvestment waa multiplied by 

an annual cnarve fii(;(Of, and divided by twelve end the number of linea to yield monthly port 

COli per cuatomer. 

EAS Tranll10f'l 

EAS tnlnlport ooet1 .. the cott to trenapol1 EAS cant frOfn the caJilng party'a loQI twrtdlto 
the EAS called '*'V'I awttdllocatlon TSLRIC EAS lt'lnlpol1 COSll _,.. developed ualng 
Sprinl'a T.-.naport Coet Model (TCM). Sptlnl bellev•• tNt the devalopment of TSLRIC 
lnterofl'lce 1t1n1p01t eo&tllhould be beled on the following kay Item a, an of which ere 
incorporated In the TCM. The model: 

KENT W. DICK£RIOH Spacial Profact 
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• u ... forward loo!:lng feChnology 
• Ia Cllpa'M o1 COitiiiQ OC3. OC12 Mel OC48~tansport nnga 
• R~ the UN ol ullting wn Cll1lerl 

Auumptlont UMd In the TCM era: 

1. The material co.ts uted In the model .,.. bated on Q.WT'efll rn811Uf.eturere' 
qUOUit. The lntlalletlon co.tt refleet atatHI*ffic engineering and lab« r;atet 
when possible. 

2. The fOfWal'd.loc*lng tetmintl utlflllllon factor~ used within lho coat model are 
baaed on c:urrent utliWid blndWidlh lldjuated lot expeded growth. 

3 . Tl>t ring conflgurltlon1 .,.. baaed on the eutrently provltlolled and planned 
'- 1figlntlona and .,. conalll4lnt with fcwwarcl-looklng applications. 

Fot the EAS lludy, the TCM Will run IMII!Innual charge factorJ developed to refte<:t the costs 
of prcMdlng loCIII Ml •ice. T~ COila (In dolllra per minute of use) -re ml•'tiplied by 
usage to yield monlhly COlt&. 

Aooyal Cbarpt Flctor O..ttopmenl 

Alv•ual c:harge 18c:torJ ~ developed Mel llpplied to basic netwo11t fundlons In the prcx:en of 
CllleulaUng TSLRIC COlla. FCC Ac:c:ountt repreMntlng Investment In basic netw()(k functions 
were dlgltalaw!tchlng (2212), drc:ult equipment (2232), 11ld Cllb4e & wire fac.llniea (2<411 through 
24<41). 

TSLRIC fadorJ were c:alcullted as total TSLRIC COil divided by total TSLRIC lnveatment. They 
include coat ol money, depreclatlon, deferred w benefita, federal tax. ad valorem tax, and 
direct maintenance. In lddltlon. they Include coats of light and hNvy INcltt •• neiWOIX operetlona 
expenaea (6530) , uncollec.tlbln (5301 ), and onlering COlli (5823). 

Sprint used an ovlrall cost of ,,ooney of the FCC.auti'O!Ued rate of return of 11 25% to develop 
the annual c:harge f11c:tot. l)epre<atlon lives rDc:ted forwll'd-loolclng liYea of KCOUnll 2212. 
2232. and 2.C11 through 2441 at~ by a Tech iiCIII Futwea. Inc aludy For ~tc.c.ounta 
21 1? 2 and 2112 3, fOfW&I'd.looldng depreciatlon lives -e baaed on Sprint' a de predation lrvea 
lor external reporting purpc •• 

F actorJ for batlc: netwo11t fuocllona used In the provlaJon of local aeiVIC81 -e developed 
baMd on loop, lnterollice trvnaport, and awitchlng Investment. 

Basic local Serv!!jl Summary 

The direct coala developed for the local loop, pott, loCIII end EAS swltclllng. and EAS trantpon 
were 1ummed to yield 101&1 batle loCIII ~ TSLRIC coat An example of the monthly coat 
development for ba11c loCIII ~would be u followa 

KENT W. DICKERSOH 8.,.c .. l Projac1 
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Locel loop 
Port 
Local Switching 
EAS Switching 
EAS Transport 

!Total Direct Co.t 

SUMMARY 

• • # • 

$19.37 IITV:I 
$1.79/mo 

$.0032200 I MOU 
$.0031550 I MOU 
$.00074021 MOU 

Not Applicable 
Not Applicable 

754.49 
198.24 
198.24 

$ 19.37 
1.79 
2.43 
0.63 
0.15 

$24.38 

Sprint't TSLRJC coat studitt M apec:lfie to the COlli of proyicflog MtVice in Sprint' a Flolidll 
local telephone MIVIng tenftoly. To tho extent poulblt, Sprint Uled geographic and company 
apedfic: Inputs Vofllch rifted the ,....., o( providing HfYioe to spedlic: Florida geographic 

areaa. Sprinra experienoa with ldualy pu'dlallng and instaling telephone plant equipment 
provide~ the beat lr1fortNtJon f« predlcdng the f01Ward looking inltalled costs wltl'lln Spnnt • 
Flori<UI'a serving areaa. lnputa were based on current vendor prices for material and equipment 
purchases and currenlltet.4pecffic c:onltac:l and company labor costs for eng!Merlng and 
lnatallatlon. 

This recenl, faaual and objective data provldea the bell baalt for predk:ling :: .e forward-looking 
cost of consvuc:tr.g telepllonf plant in Sprint • FlolicU't Mtvlce territory. Uu of the most 
currently available ~ Information torves "the bell basla for eatlmating the"e cosls on a 
forward-loolcing baiJL 
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EXHIBIT 1 

BeDebmark Cost hv~-y Model Retults 

TOTAL SUMMARY 

SPRINT 
lovestmnat: Cappcd1 

Key Elements 

Lla., AbovtSIOK Loop llva1• .. 1•7,6J$ 

Aaalyall Toul 

GRID IL IDes Served 1,9ll,005 
Avuqc Mbution l.co&lb 2,09J..SS4.140 
Avcrqa Feecla' La\Jib J6..SlA,OJ6.20S 
Averqc Loop La1J1b JU17..S91,0A5 

l>islribwlcllla- s 176,131,122 
Fcodcr'la- s 1~09.409,1$0 

Loop l:nWSIIIICQI (Cippecl) s 1,945,240,101 

CapptdAo .. aJ 
Plui T)'JII la•at•nc 

2112 MCIIO< Vehicle s 
2114 Special Plltpose Vehicle s 
211l CilotaJC WMc s 
2116 Olh<r WCftc s 
2122 f'lllllhure s 
2123 Olllec s 
1124 GCIIa1ll Purpose Cc.Dp<rt•n s 

Total Soppc>rt lavallllt ll s 

21111.and s 
2121 Oullcllna s 
2210 Swkdllnal!qulpmcm s 
22JO Clrwill!q\llpmcGI s 462,U0,412 
2m IOF l!q\llpmenc s 
24 II Pole lnva:mcnc s 22.1$7,607 

1421 Atrial Clble ·Copper s 76,917,61$ 
2411 lhtlal Clble • Fibu s 2,0$7,990 

2411 Actial Cable s 11,915.605 

2422 UncJetaroun4 Cable · Coppct s )9,79),912 

2422 Und<rJround c.blo • Fibtr s 40,4l7..SII 
2422 u~ Cable s lo.lli,A29 

2423 Buried Cable • Copper s 1,109,915,612 
242) Buried Cable • Flbef s 120,059131 

242J Buried Cable s 1,2JO,OAS,AI9 
2-441 Cond11lllnYn~n>cnl s 70,990,321 

Total Plalllavac-i s 1,945,240,101 

T1>llll Ja...C-11 s 1,94$,240,101 

Ptr i.leo 

1,010 
11,1<16 
19.926 

s 452 
$ 624 
s I,OOA 

AuuiPtr 
Llllt 

p.,. .... ...,. Ina Illite I 

0.00% s 
0.00% s 
0 .00% s 
0 .00% s 
0.00% s 
0.00% • 
0.00% s 

0.00% s 

0 .00% s 
0.00% s 
0 .00% s 
0.00% s 231.47 
0 .00% s 
1.11% s 1179 

3.9n> s ~9.69 

0.11% s i.~ 

4.06% s 40.75 

i .M% S ioJl 
2.01% s 20.16 
A 12% S 41J9 

$7,()6% s $12.15 
6,17% s 61 .95 
0.00% s oH.70 
3.65% s )6.6) 

1).01% s 1,00).7) 

1),01,. s 1,00).1) 
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Tallahassee, FL 32303 
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Tallahassee, FL 32301 

Susan Langston 
FTIA 
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Tallahassee, FL 32302 

Kelly Goodnight 
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Marie Ellmer 
P. 0 . Box 220 
Port St. Joe, FL 32456 
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GTE Florida 
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Patricia Greene 
Holland Law rum 
315 S. Calhoun St., Suite 600 
Tallahassee, FL 3230 I 

Richard Melson 
Hopping Law Firm 
P. 0. Box 6S26 
Tallnhas.sec, FL 32314 
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Howe Committee on Utilities 
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428 House Office Building 
Tallahassee, FL 32399-1300 

David Daniel 
House Democratic Office 
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Tallehassee, l. .. 32399-1300 

Steven Brown 
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3625 Queen Palm Drive 
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P. O.Box277 
Indiantown, FL 34956 
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MCI Telecommunications Corp. 
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117 S. Gadsden Street 
Tallahassee, FL 32301 
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o• a.aALr or era:rwr-:n.oa:roA, :r•coaPoRATED 

IPICIAL PR01Zer tiOOOOJI.•SP 

6 Q . Pleas~ atat,e your naae and bus i ness add ress . 

7 

8 A. My naaa i s F . Ben Poaq. I a m •=ployad as Director-

9 Raqul atory A.tfairs f or Spr int-Flor ida, Inc. My business 

10 

II 

12 

aailin q address i s Post Of tics Box 22 14 , Ta llahaas-:.e, 

Flor ida 32301 . 

13 Q. What is your business e xparianca and education? 

14 

I S A. I have over 30 years experience i n Cl\e teleco111111unications 

16 i.ndurtry. I stttrted ay career with Southern Bell, where 

17 I l" .. ld positions in Marketing , Engineering, Training, 

18 Ra tes and Taritfe, Public Relations and Requlatory. In 

19 

20 

21 

22 

23 

24 

2S 

Hay, 1985, 

Coapany of 

I assUIIIad a position with United Telephone 

Florida as Dlrector-Rav•nna Plannin9 and 

Services Pricing. I have held various po .. .i. cions ainco 

than, all with regulatory, tari!ts, coating and pr icing 

responsibilities. In my current pos,ition I aa responsible 

t or requlatory ~attars regardi ng Sprinc •e local 

telecoliiiDUnioations operations . I 111111 a graduate o! Georgia 



State Onivezsity vith a Bachelor•• Deqree in Business. 

1 

3 Q. Wbat is tbe pur,'IOse of your co .. anta in thie proceeding? 

4 

S A. Tbe purpose of .y ~ta ia to provide sprint 's poaition 

6 regarding effordability, value of service and tdr and 

7 r ·easonable reaidantial local service rates. I also 

8 provide co-nta ng~inq the c:uatoDer illpacu ot current 

9 rata structures and lavale and the benefits that vould 

10 

II 

12 

likely raault it talQcaaaunicationa services vera t o be 

rap.ricad. 

13 Q. Does Sprint believe that repricing of telacoamunicatSons 

14 services is appropriate? 

IS 

16 A. Y-. Historically, in a 110nopoly anviroJUDent, basic local 

17 

18 

19 

20 

2 1 

22 

23 

14 

lS 

residenti•l service rates have bean priced as low as 

possible, and ot average priced sutstantially balov coat, 

vitb the objective of aaintaining universal servi ce. By 

pricing other aarvicaa, priaarily long dia~anca toll and 

access aarvicaa (toll), and non-basic aarvica1, such as 

call vaitim,J and business access linos, subatL\ntially 

above their costs, sufticiont revenuoe, it was hoped, were 

provided to recover appropriate costs. Thus, prices ot 

tal8C011111U111oationa services i n a aonopoly anvironaant have 

2 
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16 
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23 

24 
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been in:tl ue.ncecS .ore by .,..!)lie policy and aoci al weltare 

objec:tJ.v.. than econo.ic torcea . However, with the 

paa .... qe ot tbe Federal Telecc.aunicationa Act ot 19116 (the 

Aot) and revl.aiona to Chapter 364, Florida Statutea , a 

leqallY enforceable •onopoly environ.ent no lonqar 

prevails. It ia inappropriate, and will becoae 

' ~noaioally l.apoaaible in e developin9 coapatitive 

.. rket, to aaintein auch pricinq policiea. It 18 

ia:port&nt to r_.,..r that the intent ot both the t<&deral 

and atete leqialation 1a to f oatar coapatition in t he 

local telecoaaunicationa aarket. Section 253 ot the ACt 

prohibita any atete or local aeatute or regulation or 

other le9al requiraaent prohibitinq the abiliey ot a ny 

entity to provide teleco .. unicationa aervicea. 

S011e ot el.e aajor eleaenta of the Ac t wh.ch are deai9nad 

to toatar coapetition are: Section 253, ( removal or 

barrier a to entry); aee 254 . (5) (~Thoro ahould be 

apec1t1<:, predie toble and autticient federal and stau 

aechaniaaa to preaerve and aavance un1veraal aarvica. -) ; 

25•&. (b) (3) (incl udin9, tor univeraal aervice ;:'\lrt)Oaes 

low•incoae conau.era and thoae i n rural , inaular, and high 

coat areaa)l and 254 (e) (all eligible telecoaaunicationa 

carriers ahall be eliqible to receive aupport and any auch 

aupport should be explicit. l 

J 



Q. Pr011 a ca.petitiva . .:..-apeotive are there other nuoiUI vhy 

2 tele~icatlona aarvlcea need to be repriced? 

l 

4 A. Yea. CoJ~~petitora enterinq the local accaaa ••rket are 

S doinc; .o ~ on pdcinc; wbicb 1a not alwaya baled on the 

6 un4erly1ncJ eoono~~ica. f or exu.ple, .t.T !Ca aervin9 bu11n ... 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

ouato.era generally rely for their .arqina on the Wlbralla 

ot hiqb ILEC ace••• charqaa , PBX, kay or buain .. • acc\le& 

line ratea, all of which currently provide iapUcit 

.upport ot bade ruiclantial aarvica. This can rflault in 

inefficient entrants an4 inappropriate inv .. taent 

decisions . Whan thia occura, conauaera are the ultiaate 

loaera. Additionally, all conauaera will not eea the 

banetitc of co•petition •• coapetitora vill not onur 

certain aerkate , aapacially high coat, lov density 

aarketa, due to the lov price/high coat dispari ty unless 

aoaa ::OIIbinAtion o f ratee an4 univeraal service fund i ng is 

autticient to attract coapetition. 

20 Q. Pr011 a cu.ato!Mr per.pective what are the probleas with the 

21 current price/coat diaperitiea? 

22 

23 A. The biggest problu troa a cuatoaer perapective 1a th.at 

24 exieting pricing polioiaa result in c ross subsidies 

2S betveen ouato .. ra vithout regard to thoir abili ty to pay . 

• 
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10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

Low incoaa ou•toaara who o.ra heavy uaara ot non-baaic 

featu.r--:: ;....; ' 11 aervicea are paying a pr .. iwo tor thaao 

aervice. and voulo likely be vinnera it pricaa vera 

rebalanced. Accordin; to tba FCC Harch 1997 Reference 

BOQk. •nearly half of tbe telephone expenditure• eada by 

low ~ ~eholda are for toll and othar dbcrationary 

aervicea.• Thera ia abaolutely no juatitication for theae 

type• of croaa allbaidie•l to the contrary, it rune 

directly counter to coaaonly accapted public policy. 

FU.rtbar 1 .any 1- 1ncOIM c:u.toa.ra -y deny th ... el\.ea the 

uae of toll and non-baaic aervicaa or usa th11111 leao;. 

becauaa of the hiqhar price• for thaaa aervicea. 

Additionally I under the currant pdcinq ot 

tele~unicationa aarvicea1 cuato••r• in high coat areas 

vill not aee the banetite of coapetition and, over tiae, 

vill ••• greater price increa-• tiun would o therwise be 

required unleaa en explic it targeted universal earvice 

-ch• .1- ia illlplOlantad a a intended by the Act. 

21 Q. What do you a.an by • repricing•? 

22 

23 A. By repricing I -.a, on a revenue neutral baah, raducin<J 

24 aubaidiaa and bringing local baaic raaidonti::l aarvice 

2S price• c1oaar to tbe coat or providinq the aervica and 



I 

2 

3 

l 
rectucinq the ~~,.!'• ot other aarvicea to be •ora in Una 

vith their costa. 

4 Q. Wb&t are the benetita of repricill9 teleco .. unications 

s 
(j 

7 A. Customers Vho uaa toll and non-baaic local services, such 

• 
9 

10 

II 

12 

13 

14 

IS 

16 

17 

II 

19 

as call vaiting, are payinq higher prices tor these 

aervicea ao that besic residential local service rates 

v ill r ... in belov their coat. 

reductions in the prices of non-basic earvicee, aueh as 

toll a• a result of acceaa cbarqe price reduction• to 

interexchanqe long distance carriere. With prieo 

rectuetiona in toll and non-basic services, other customers 

1Day alao benefit troa subscription to tho services to 

vbich they otharvise voul4 not subscribe at the higher 

ratu. Lovu prieaa tor toll 11ne1 non-basic services 

increa•- the utility and value of the basic service. 

:.o Q. Because non-beaie aervicea and toll usage are not aa 

21 

22 

23 

iaport!Lnt ea basic service, vhet is the incentive tor 

r .. oving tho subsidies to baelc rosidane~ ~orvica? 

24 A. Implicit subsidies era not CO'JDPetitively neutral and vill 

2.S not brinq the benefits of eoapeti tion to all consuaers. 

6 
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Additionall y, iaplicit aubaidiea are not targeted where 

they are - needed, that u, to hi9h coat area• and low 

inCOIMI cuato..ra. The current pricin9 achema alao re.ulta 

in e larger allbaidy than b neceaaary becauae virtually 

all reaidantial allbscribera are receiving a allbaidy 

without regard t o needa. 

Fr- a cuiltomar perspective, non-baaic features ;an 

provide ai9niticant added value to the baaic 3ervi co and 

uy be a naar necesaity in teraa ot hov cuatowers u:Je tbt. 

aervice. Por exuple, in hoU8eholda vith high volU&.e 

telephone uaage , call waiting ia an extreaely valuable 

aervice. In the case of e lov incoae aubacriber, call 

vaitin9 aay be the lov priced alternative t o a aecond 

line. S imilarly, the increaaed privacy aaaociated with 

callar :ro aervice haa ai9niticant value t or any 

individual , rec)ardleaa o t income statue, and h 

particularly iaportant t o r c ustomora who aro i ntimi dated 

by ac.e typea of cdls or Vho aay feel threatenod t or so .. 

reaaon. 

Additionally, toll aervice haa sign ificant value tor both 

buaineaa anc1 panonal uaea. Ho l.laeholda that have high 

demand f or t heaa aervicea, particularly low i ncoH 

aubacribera, ahould not have to pay a premi ua tor aervicea 

' 



2 

3 

in o rder to provi 1a iaplicit aubaidiaa to cuatoaara that 

Co no~ need to be and ahould not be aubaidlced. 

4 Q. Why e.hollld aoJM Olato!MZ'a pay 110re tor bade locd aervice 

S ao other cuatoaara can gat reduction• in their toll and 

6 non-baaic telephone aarvice ohargea? 

7 

8 A. Parhape the 110re pertinent quution 1a why are low incona, 

9 IUid JMCSiua ..ncS high inco:~e cuetoaero paying mora tor t~l&ir 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2.S 

toll and non-baaic aarvicaa to keep baaic aervica ratea 

lov tor aediua end bigb incoaa cuatoaara that C&J val}­

atford to pay a larqer portion o f the coat of their baalc 

local aervica? Tbe probl .. ia that under the exiatinq 

ayatea ao .. cuatoaera are aubaidizing other cuatoaera but 

there ia abaolutely no aconoaic logic to the process. The 

reault ia that aoaa high incoaa clato~era era actually 

benefiting at the aX5)enae ot low incoaa cuatomors that 

aubaoribe to non-baaic aarvlcea and/or malta toll calla. 

Tbia ie inapproprhta troa a aocial, public policy, 

aoonoaic, and rational perapoctivo. The FCC recognized 

thia problea yaara ago and iapleaonteo ~.ha interstate 

aubscriber line charge (SLC) aa a racurrinq aonthly local 

aarvice charqa1 thaaa SLC revenuao were used for accoaa 

raductiona to toll earriera and were paaaed through to and 

uaar cuatoaare ea lover intaratata t oll rataa. This aaae 

I 



2 
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6 

7 

8 

9 

10 

II 

12 

13 

rebalanc:in9 baa not ..x:curred on the intra.tate aida; thua, 

intraatate -~~•e~ · harqaa t or aoat ILECa are auch hiqher 

than ~air interatate counterpart even though the coats 

are the •••• · The raault 1• tbat Florida'• low lneoae 

citizen• and cuatoaere in ganarel pay higher introatate 

toll rate1 1 but the r11ultin9 contribution• troa the 

highar pricea are not targeted. Thia ia cont r ary to the 

intent of the 1996 Teleco .. unicationa Act t o aake 

aW.idi- 111plicit and tarqat th.UI to low inco11:e cuatotMra 

and h i qh coat area a. The currant rate a and rate 

atructurea are inconaiatant with thoaa goale and 

objectivaa. 

14 Q. Are you auqgeatinq that price• tor baaic local aarv!co in 

IS all instance• cover coat? 

16 

17 A. No. In additi on to eQknovledgiP9 the need tor reaaonable 

18 

19 

20 

21 

22 

Lifeline ratea, I alao recognize that cuatomars in high 

cost e.reaa ahould not have to pay the full coat of wrving 

thea and that a univaraal aervice ~ochaniam should be put 

in place to provide auch aupport. 

23 Q. What are your propoaing? 

24 

2S A. Today 1n l'lorida , becauaa of the generally below-cost 

9 
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s 
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I 

9 

10 

11 

r .. 14ant1al baaio local aarvlca rataa, etta~ival~ .oat 

reaideJ, :e c:uatOMra ara rece1vifl9 a aubddy troa toll and 

other aarvieaa. It aalcaa no aan•a to continua to 

aubaidiaa ~;::=:··• that can wall•attord to pay aora ot 

tha coatt ot thall" ba~o.~.o aarvica. Additionally, low l ncoM 

euatoaara should be raliavad ot the subsidy burden 

iaplicittly inclu4ed in tha hi9har rataa thoy pay t or toll 

an4 other non·badc aarvicaa. 'l'haretora, I aa propooing 

to raise raaidential local aarvica rataa and d•creaae tha 

latter ~or non- baaio aarvicaa 1n a ravanua neutral aannar. 

12 Q. Would basic raaidantial local aarvioe rataa then becotle 

13 unattordabla? 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

A. No . Raoidantial local aarvica rataa in Plorio.!a arr, 

•ub•t•nt I o lly lowar than tha rata a in other a tatoo tc r 

ooaparabla residential aarvicaa. For oxamplo, the 

national avaraga rate tor urban basic raaidantial local 

aarvica with Touchton• in 1997 was $13.94 (vithout the 

•ub!Jcr:ibar lin• char9e), (I'CC Ratar1nca Book, July 1998). 

Aa I .llauaa later in ay eo ... nta, ~· b4aic local rata& 

in th• -van otbar southern atataa studied ara evan higher 

than $13.94. Th• currant average r ataa tor tha three 

largest local talaphona coapania• Jn !'lorida, Sprint, 

8al1South and CT!, ara $4.36, $3.9~ and $2.58, 

10 



2 

3 

4 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

buainaaa rataa ware appro,ciaatal~ twice tba raa.idanea 

rataa . Siailarly, rataa in exchange a in metropolitan 

11rua vith larqar local call.il\9 acopea ware higha.r tban 

rataa in rural axcbanc;aa with aaallar local calling or .... 

Tbua, r ataa ware eat on value ot service rather than 

c:oata1 wh.iGh are actually tha invaraa ot pricaa ( 1. • . , tna 

lower "the coat, the higher the pric.a). That is, bu.sineaa 

aarvicaa qan•r•llY have ahortar l oopa and are i n more 

danae lover coat areas. Raaidanca linea on ave ra9a hav~ 

longer loopa and have a proportionately higher perce.nuga 

of accat~a linea in lower density rural areas and he.nc• are 

aora costly than buainaas loops. 

However, under the value ot service pricing concept 

buair.'liBI!I linea ar·a pri ced hiqlnar than residence lines and 

raaidance linea i n metro/urban are as are priced higher 

than 1n rural arou . Thia pr.l.c.l.nq 1s consistent with 

uaaga/ va l ua ot the linea; i.e., the higher the usage the 

greater the value and tho higher the price . The increased 

value of tha larger loca l calling haa been demonstrated 

betora this eo-ission on aany occasions ~ n extended area 

aervica dockata (EAS) whara cuatomera agrood to pay higher 

local aarvico rates to gain addit i onal flat-rate local 

callin9". 

ll 
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Q. Earlier you atated th..~ \ntroc1uc:tion ot t he SLC penaitted 

toll rate reduction&. What ia the baaia tor your 

statdant that toll rataa have decreased? 

S A. Attachaant 1 ~a copy from the FCC'a July 1998 Refer ence 

6 Book which ahowa tho CPI adjuated interatate and 

7 

8 

intrastate toll rates froa 11184 to 19118. 

9 Q. Are there otber value of service conaiderationa? 

10 

I I A. Yea. Consider, t or example, the availability and pr ices 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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ot toll and non~baaic aervicaiJ. We know from peat. 

experience in tha EAS dockets that ouatomara are willing 

to pay a higher local rato t or addit i onal tlat-rate 

oellinq. We also knov from currant offerings tha~ 

cuatouers will subscribe to higher monthly charges for 

reduceA toll calling rates; both interexchanqe carriers 

and LECs otter auch plana. Thua, to the extant that toll 

prices ere reduced, the value of the basic access line 

incraaaaa. Similarly , to the extent that the availability 

o f non-basic sorvicoa increase tho ucil ity of basic 

service, reductions in the prices of non-basic services 

and the availability of additional services i ncrease the 

value of the se.rvic:a itaolt. 1\s tJn analogy, as tho price 

ot qaa, perking end maintenance decreases, tho value ot 
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automobile ownership incraaJOaa. In Florida, ovar the paat 

tv&nty years aany ne. "eaturee !>avo been acSdod, local 

callinq areaa expanded through qrowth and additional EAS 

routes, and toll ntes reduced. Thua, the value or baaic 

service baa incrulled qraatly, but in real dollars, rates 

are aubatantia lly lover. 

Prom a rata or price perapaotiva, hov would you C$:!Antify 

an affordable rata level? 

II A. AttorcSability 1a a co•bination ot the ability to pay ancS 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the cSaqrae u f need or necessity perceived by the custome.r. 

Prom a rate perapective we can easily identity what 

cuato11era in other areas are paying tor service and 

coapare it to the ratee in Florida. For example, in 

Jacka~n, Kiasiaeippi, tho baeic cate tor a local 

reaide,.tial line is $19.01 par month (not incl uding tho 

SLC) which providaa tlat-rate calling to approximately 

244,000 access lines in the local calling area. In 

contraat, Sprint ' s Winter Park axcbange haa a local 

calling area which includes more than <;JJ, 000 access 

li.nes, but the basic reeidential rate with '!,...,chtone in 

Winter Park is only $11.23 par month (not including tho 

SLC). 

•• 
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Another t &ctor that must be consider ed in establishinq an 

affordable r a te level is the a va ilability of alternatives 

t o the basic servi ce, especially tor low income customers. 

Lifeline s•rvice, witb a Li~eline credit ot $10.50 per 

aont h , ia ava ilable to low inco•e customers in Jackson, 

Mi11i11ippi and Winter Park, Florida . Tba raaultinq na.!o 

rat• tor a Litelin• customer would be $12. 01 in J 'acknon 

&net $3. 23 t n Winter Park. Lite line service 1a IIVa.Uable 

in Florida t o subscribers that quality tor any o t six 

Federal aaaiatance proqrUUI t or low incom• indiviuuals o ·. 

fa11ilies an4 qenerally covers households with a n lncou 

up to l.30t ot tba poverty le•vel. Attachment 2, paqea 1 

through 4 provide the Lifeline rates tor Sprint ' s service 

ar•a &net the Federal eliqib.ility requirements proqrems 

that are used to BJJtablie:h Lit11lino oliqibility in 

J'lorieta. Thus, i .n determining an ettor dability level for 

residential eubscribara in qeneral, it is important thDt 

the tocu. be on subscribers who are above 130' o! the 

poverty level and are not aliqible tor Lifeline service. 

If local service rates are establiehed based on 

attordability for low incoae customers, tbe not res.ult is 

that subsidies flow to subscribers that do not need to be 

subsidized ancS should not be aubaidhed. Therefore, 

atfordability shoulc1 be quantified separately !or tho low 

i ncoae customer suq11ent voraua the madium/hiqh i ncome 

IS 



ell<iJient . 

2 

3 Q. How shou ld the CO•iasion quanti t y attordabil ity t or basic 

4 

s 
6 

talecoiiiDunic:ations service tor the llledium/ hiqh inco111e 

sapant? 

7 A. A coaparison o f rates to subscribers i n other atataa, 

8 alonq with data on households with service and income date 

9 provides a reasonable baaia t or determi ning whet 1e 

10 a~ fordable . 

11 

12 Q. Has Sprint done a co•parativa analyst. oC ratu ir• othrr 

13 states with Sprint '• residential basic local service rates 

14 i n Florida? 

15 

16 

17 

18 

19 

20 

21 

22 

23 
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25 

Yea, i n an e ffort to keep the data as relevant a6 possible 

to F)orida, the analyaia waa limited to BellSouth's rates 

in seven other aunbolt atatea in the aoutheaatern united 

St.atea. I used Bell South • a rate a because thay serve the 

larqaat nUIIber oC cuatoJilars in theae states end agreed to 

provide the raquaated rata informat ion. I have also 

reviewed GTE ' • ratea in three aoutheaate:-n statoa; GTE 

provides service in Alaba.aa, 1/orth CArolina and South 

Carolina. Their rataa are c:oaparabla to Bill South ' a 

rates. Sprin t ' s residence basic service rates in North 

16 
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carolina, south CArQ', ina 1!!'14 Tenne.aa .. are ~15.81, $1&..25, 

and $17.80. =;;;~"tivsly, with Touchton• and the SLC 

included. 

Attaohlaent 3 ia a list ot the atoltea and the 8ellsouth 

rlat-rate single line residence average chargee and the 

highest rates includlf\9 £AS additives, and Sprint's 

coaparable Plorida rataa. 

Aa a bovn by the :attac:lulant, Sprint ' s Florida rates 0 11 

average are $4.99 par 110nth lover th.an the overage cbar.JU 

a nd $4 .39 lowar than the average highest rates t or the 

seven other state a. Howeve.r, t rom an ability t o pay 

perspective, Florida cuatoaera have .hig.ho.r average incomes 

than any ot the other seven states . AttachDent 4 ahowa 

the per capita personal incoH tor Florida IUJ compared to 

the other states; Attachment 5 shows the level ot social 

security payae.nta !tor Florida versus '..he other states; and 

Attact .o~ant 6 ahowa florida ' s income ronlc nationally in 

coaparison to the other states. Attachment 7 shows 

!'lorida ' a higher lovol ot diapOII!Pl• personal income 

versus the aeven other statea . 

24 Q. Hov do thaaa aevan other states compare to f"loride in 

2S teras ot level ot subscriberahip? 
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Baaed on the"~': ~ubscribership report tor 1997, there 

u only 1t or l .. a ditl. .. r.;>neo in IJUbacriborehip levels tor 

tb .. e other states except tor Tenneseee , which has a 

higher subscribership l .. vel, 96.•U versus 9LOt, than 

Florida. Attaohaent 8 ie a bar chal:"t ot the 1997 

subscription levels ot residential subscribers in Flori da 

and the oth.er seven southeastern states. Basad on tbe 

rates in Florida and •ore favorable economic conditions, 

it would be expected that Florida would also have the 

high .. t subscription level. However, that is not tl>• 

case. TWo ot tbe other states, North carolina and 

Tenn .. eee have higher subacription levels even though 

their residential local service rates are hiqher on 

average than the Florida rates ot Spri nt, GTE and 

BellSouth. Mississippi and Loui s i ana have measured 

residence service optioner Louisiana did not have a 

Lifeline program in 1997, but does in 1998. 

It is siqniticant t o no te, that even though these other 

states have basic residence local service rates that are 

on average 20t to 14\ higher than the rates tor the three 

largest LECe in Flor i da, the percantaqo or ho•ooholda with 

servia. in each or tho otb.er state& has , over the past 

nine years, ac tually increased more than Florida ' s 

ho111111hold subscription level. This is shown in '-tta~t 
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9 vbicn co•pac, ·• tb1 •Mual 1988 and tU7 aubacripdon 

levala aa reported by the FCC. Tennaaaae , which haa the 

bi;but aubaorlb4arahi p lovel, alao hoe the lowoat 

1ntraatate toll rata• baaad on sprint Comaunioationa 

t.iaitad Partn.arahip data. lfhila aome of the raaulta may 

be attributable to a .. plin; daviationa, the aagnituda ot 

tho penetration iJiproviiMtlta in the other atataa oanno•t ba 

the raault o! aa111plin; devi ation. 

10 Q. What other intoraation do you have which indiootaa that an 

II affordable r .. idenca local rota in 'l orida and in 

12 

13 

14 

particular Sprint • a aarvioa area, 11 hi;her than • ta 

current ratea? 

IS A. Abaoluto rat~ compar iaona and their attact on 

16 aubac:rib4lrahip cannot be aada bee auoo llpr lnt-eroc 1 f ic 

17 

18 

19 

20 

21 

22 

23 

24 

25 

a\lbooribarahip data on houaoholda with aorvica ia not 

ava14ablo . However, i ntuitively it 1a ai;niticanle to 

point out that sprint ' s currant raa idontlal baaic oorvice 

rat .. are lower today than tho ratoe thilt ware in of Caot 

in it. predaceasor company'•• the to~r rl~·ddo Telophono 

Corporation, aervico t erritory twentY 

AttachiMnt 10, paqe.s 1 and 2 are copiea oC 

years ago. 

taritCa ot tho 

Flori da Telephone corporation. Ao ahown by theao t ariff 

ahaata, i n 1974 the one-party raaidant.llll rote in tho 
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toraer Plor~da Telephone Corporation's rate qroup 10 was 

$11.25. 'l'bie rate inc1u.ded the telephone aet ond inside 

wire aaintanance; the interstate subscriber l i ne charge 

was not applicable. In october 1978 the rate increased to 

su.es. 

7 Q . In real or CPI adjusted dollars, what would be a 1998 

8 equivalent rata to the Ootobe.r 11178 rate ot SU. 85? 

9 

10 A. The October 1978 CPI is 67.1 versus 163 .4 tor August 1~98. 

II 1nQratora, the CPI adjusted rata would be $32.13. Since 

I~ 2-party and 4-party services vera also available in 1978, 

13 the 2-party service CPI adjusted rata would be a $24.34. 

14 

IS 
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21 

Given that the value ot service is qreater today than it 

was in 1978 in terms or access linea ln ~he local callinq 

area, qreater availability ot features, lo~o·er priced t oll 

service, ..nd access to the Internet, this historical 

co=pariaon would suqqest that an affordable rate is well 

above $20.00 tor mediua a nd high i ncome customers i n 

Sprint's service areas. 

22 Q. Did the 1978 rate also inc lude a telephone set, i nside 

23 

24 

2S 

vira maintenance and no separate charqes tor d i rectory 

assistance calla versus ti1e currant throe cal l allowance? 

lO 



A . Yea , ancl I ucSa ediuat.enu to the beae rate to re.IIOVa the 

2 c:har9ea tor theae otha~ :~rvice. . 

3 

4 Q. Weren •t tbe rat•• tor rtorida ,..laphone corporation 

s 
6 

aubaequently reduced? 

7 A. Yea . In the 1983/1913 ti .. traaa, the Florida Telephone 

8 

9 

10 

II 
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13 

14 

IS 
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21 
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Q. 

~rporation, the ora119a Cit)' ,..laphone C011pany, the Winter 

Park Telephone Ooapeny and thu United Telephone Co•pany 

Yt r e .. rved int-o a dnvl• co~ny and aoat ot the 

coapaniaa • ratet wert ••dt unitorw. 

Wby a re you concentratin9 on the h i9haat rat•• in your 

I. 

A. The purpoae ot thla proceadln9 la to aatabliah talr and 

reaaonablt' reaidenthl baalo aarvlca retaa. Tha 

l~ialation requiraa oonaideration ot at t ordability, value 

ot aervice, COIIJ)al'abla rata• in othar atatea and coat. In 

eatebliabing an atrordebllity laval, Jt ia appropriate to 

look at the hi9her rataa not the lover ratea. It ia also 

appropriate tor the Analyda ot attordabllity L" conaidar 

the houaaholda Yith aarvioa ftnd Jnooaa lavala. 

2S o. Do you have a aora ourr.nt ••••pla or aftordabUity in 

31 
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"· 

Florida? 

Yeo, another oxaJIPlo ot attordability io the rata in 

ottect in Sprint'• Oroonvillo oxcbanqo in Kadiaon County, 

Florida. Tho Oroenvilla oxchanqo baaic raaidence local 

..rvia. rae., whictl ia •u. 01 vith Touch tone, proVld .. iu 

aubacri bara tlat-ra ·a local callinq to 227,568 other 

accoaa line" including accaaa linea in the Tallahaa ... 

exchange. On the other band, Sprint•• Tallahaaaee 

exchenge cueto•er• pay only $10.65 {with Touchtone) , or 

$2.42 par 110ntb leaa than Groonvilla'a r••idenca 

cuatoaara, and have ecceaa to 234,686 a ce••• linea in the 

Tallahaa .. e exohenqe local calling area. 

Tho Greenville t ete wee chenged in Docket No. 920643-Tl 

vhon the FPSC ordered Centol (Sprint) to expand c.he 

Greenville local callinq area to include the TallahLaseo 

and Monticello exchange• in April, 199l. The approval 

vaa baaed on a 11ajority ot the reapondanu to tho EAS 

aurvoy indicating that they vera vi ll inq to pay tho hiqhor 

rate tor !AS to Tallah•••••· Clearly, thia ia a atronq 

indication that in 1993 cuato11era boli~ vod $1 J.07 vas a 

tair and reaaonable rate tor the Oreenville exchanqe with 

the oxpa .~ad loca l callinq area. 

ll 
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• 

Q. Wba~ otllar clata do yo11 btv• to support the attordabil ity 

ot biqbar od--t ruidential local service t or aedhm and 

biqb incoae cuato .. ro? 

S A. Accord~nq to the FCC's Telaph pn• subagrlberahlp In thg 

6 

7 

8 

9 

10 

I I 

12 

ll 

14 

IS 

16 
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18 

19 

united St•to•, J uly 1998 report, 80.8t of U.S. houaaholda 

in 1997 with lua than $5,000 eMual incoae bad telephone 

aarvice available. For houaaholda with incoaea batveen 

$ 5,000 a nd $7, 499 and $7 ,500 and $9,999, 85.9' a nd 89. 5\ 

ot bouaaholda had telephone 

respectively. (Sa.a Attac:haent 11.) 

service avail,. ole, 

It 80 t o 90l ot 

h ousabolda in the u.s. with incoaaa below SlO,ooo can 

aJ:tord telephone aervice, and telephone service rat .. in 

othar at.ataa are hiqher on evarave than in Florida, 

clearly there ia no need to continuo th~ current levol o! 

aubaidiea to reaidontial service tor medium and hiqh 

incoq cuat oaera that can well at to ·d to pay a larqey 

portio, ot the coat ot the aervica. 

20 Q. Basad on your analyaia, what would you propose aa tair and 

21 reaaona.bla local aervice rates tor Sprint 't tarvica arua? 

22 

23 A.. Baaed on analyeia ot the rat.. in other atates; the 

24 overall laval ot households with !lervice; the rates in 

25 attect in the 1970 '• and early 1980 '• tor the Florida 

l 
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Talaphona Corporation; and tha availability of Lifeline 

aervice for lov inooM 11\lt.cril>era, a fai r an<l reaaonable 

rate for baaic local aarvica ia no leaa than the $15 . 62 

avaraga of tha other aavan aoutbaaatarn aunbalt atatos. 

Mban d.-oqraphic data ia conaidarad, thia rata ia not only 

r aa.onabla but it ia provan affordable by allplrJcal Clata; 

that ia, the rataa and tha per centage of houaeholds with 

reaidantial telephone aarvlca in the aavan na 9hbori119 

atatea. 'nla ratea for tha hi9haat rata i r oupa tor 

AlahaM , Hiaeiaeippi and South C&roli na are $16.10, $16 . 40 

and $19.01, raapectivaly . Addlng tba SLC charge of $3.50 

producaa local aarvlca rataa or $19.80, $19.90 and 522.51, 

raapaotl valy . 

.ubaoribarahip report, the parcantaqae t or tho number ot 

houaaholela with telephone service. available ! or theae 

three atataa are 93.6, 93.2 and 93.8, reapectivaly . Fro• 

an •~nomic/ability to pay perapoctive, Florida consu•ars 

bava 110ra paraonal incoae than any o f the other aeven 

aunbelt atataa . Attac:hJDent 12 qraphiC4lly illuatratoa the 

average rataa t or the throe lar9aat 1~~· ' axchan9a 

co•paniea, aubecrJbar a lavola a nel par capita income t or 

Florida varaua the aeven other southeastern etataa and the 

Unlteel Stataa. 

Aeleli tlonally, the Florlela Publi c Servi ce co .. Jaaion has 
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axtendld Lif•ll n• •arvice el19ibility to cuatomen which 

czua11ty for any of ai ..... ~eral proqraaa (aae Atta~t 2) 

tor persona and/or bouaabolda neadillCJ financial 

aaaiatanc:a. Ttlua, any houaahold wh.ic:b .i.a up to 130\ above 

tbe national poverty level can quality tor Liteline 

service. Por a taaily of .tour, thia would include 

houaaholda with an inc:oM laval of up to $21,385, baaed on 

1998 federal poverty guidelines. 

10 Q. Have you done an analyaia ot Lifeline rates in ot:1er 

II .tat-? 

12 

' l A. Yes, Attachllant 1 3, provides a coapariaon or Lit aline 

14 rates in the seven aoutheaatern atataa, the national 

15 average and Sprint' a Winter l'ark exchange Lit cline rate. 

16 

17 Q. What do you propose f o r Lifeline ratec ir. Florida? 

18 

19 A. All L.i teline cuato.ara should get the $10.50 ~red it aa is 

20 currently available in Florida. Civen that 80.8' ot 

21 custoaera with leal than a $5,000 household income have 

22 

23 

24 

2S 

Celepbone service available, the $10.50 credi~ . b~aed on 

the national average Li!•line rata, ia ra l r and 

raaeonable. 
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In .. tabliah1"9 e support level f or low inco•~ aubacribera 

it abould be UCQ9nh.cS tbat it ia cuatoaara in qenerd 

tbat are payi"9 "~...•~ •u.baicl1... Tbe SJI&llar t.he au~idiea, 

tba a ore equitable, fair ai'Ml r easonabl e rates !or all 

aarvicea will be. Thua, au.ba i diea should be to.rqated 

where needed . 

8 Q . Ia it appropriate t o increase local service rates to 

9 justify decreaaea in the rates for other aervlcea? 

10 

II A. Yea. Firat, aliqnin~ rates with their underly t nq coat 

12 vlll foetft' COIIpatition i n all tr,eco.aunlcationa -rketa, 

13 

14 

IS 

16 

17 

18 
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20 

21 

22 

23 

24 
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not juat in low coat ar•••· Second, it will b4l m>re 

equitable to conaumere. For example, i t two qrandmothera 

with equal incoaea both pay $15. 00 in total charqea each 

tor their local aervica, but a lao one, crand.aa Toll , ~ea 

$15.00 in lonq c1iltance calla to her qrandchildnn, theta 

ia n~ rational justif ication why aha should p3y more tor 

her tt-11 calla ao that t.he Crandaa Local paya leaa f or her 

loc&l service. Unfortunately, thi a i s how the current 

aubaidy ayatea works. 

Hore iaportantly, there ia no justification wny Grandaa 

Toll should contribute to the coat ot basic local aervico 

f or tbe aany cuatoaera that have incoaea well above the 

l 7 
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poverty level. 

If the aubaicSiea to reaidance loca l aervice only wont to 

the low inco .. cuatoaera, it would provicle at leaat ao .. 

juatification tor the contribution• from toll and non­

baaio eervicea; hovovar, tho Lifeli.no proqram h designed 

to talte care of tho low income au.baoribara. Tllo current 

pricing polloi•• deny low incou aubscribera accus to 

toll ancl non-baaio servicee at aore affordable levelu . 

II Q. Do you have clata on subacription to non-basic aorvicu anc1 

12 use of toll by lov inco•e cuatoura? 

13 

14 A. Yea, Approxi.aate.ly half (49 . 2t) ot Sprint • a Lifeline 

IS custoaora subacri be to non-baoic aorvicoa. Tile average 

16 oxpondituroa for the non-baaic cust-o~tere ia $9. 69 per 

17 •onth (Auguat 1998). Additionally, according to PNR ;,nd 

18 

19 

20 

21 

22 

23 

24 
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Aasociatea data, 94t of Florida cuato~ters with household 

income• below $25,000 make toll calla. Civen this data, 

the continued need t or cross subsidies between custo~ter 

claases is not economically or socially justified . 

Raaults in economic aiaallocationa of reso~rcea , does not 

tooter competition tor resident ial services and, as 

evidenced by comparison to aubacription levels in the 

aevon neighboring ate tea, haa not i ncreased Florida •a 

28 



household• with ae •• •~ relative to tha othar atataa. 

2 

3 Q. You indicate that raddential local aarvica ratea an 

• 
s 
6 

below coata . What are Sprint'• coata tor reaidantial 

baaic local aarvica? 

7 \. Sprint'• avera;a torvard lookin; coat ia $26.91. excluding 

a 
9 

10 

II 

12 

any joint and ca..on coati. 'l'tlla coapar .. with an avarr.qa 

baaic revenue par Una ot $14.23. The $14.23 inrtudes 

... curacl lbttencled t.oe.l callinq, Touchtona and the 

aublcriber line char9e (SLC) revanuea. 

13 Q. How doaa thia co111para to the eab4tdded coat ot raaidance 

14 local aarvica? 

IS 

16 A. Sprint doea not have aab4tdded coat data by claaa ot 

17 

18 

19 

20 

21 

22 

23 
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2S 

aervi' 4. However, local exchange co•paniaa tilt o~dd~d 

accounting data with the National exchan;t carrier 

Aasociation t or deterainin9 Univaraal Service high coct 

tundinq baaed on • FCC proacribed coat ~athodology. for 

Sprint, the avaraqe loop aonthly coat tor : •e ldance and 

buainaaa loopa coabinad ia $22. 50. The raaidance loop 

coat would actually be hiqhar ba~uaa raaidanct loopa on 

avara9e are lon;ar than buainaaa loopa. However, uaing 

the $22. !50 aa a aurrC)9ata tor the reaidanca loop and 
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adding the ·~~:~~·1 accounting line port coat ot $3.15 

produc- a -.rvati.., .. ~ 11 e4 r-idance coat of $25.65. 

4 Q. lt thia ia a dacUninq coat induatry, why ahould ratea 

S ino:ruae Vhen coata are deoraaainq? 

6 

7 A. We are aeeinq aoaa aconoaiea ot acopa, but by the aaaa 

8 tolc.an, labor, aater ial, and tranaportation coata are 

9 incruaiJl9. Yet, evan it costa vera declini119, baeauH o t 

10 the current bi9h dJapuity between cost and price •• ah.-.m 

II 

12 

13 

14 

IS 

16 

17 

II 

19 

20 

above, it would be raany yean into the tuturo betore coata 

would be aligned vith current ratea. Thia ia eapec l ally 

true tor biqh coat areaa which era baing aubaidized vith 

brplicit ell})aidiea. 'nlia ia contra.ry to the intent o r the 

1996 Telecouunicationa Act which 1a to raake aubaidiea 

explicit. Further, it will not foster coapetitlon in all 

aarlteta and raany cuatoaara will be de•oied the benet 1 ta ot 

co.pot. c ion it pricaa are not aliqned vith their a conoaic 

eoata. 

21 Q. Are you propoai119 that tho tlat-rata baaic raaidence local 

22 

23 

24 

aervica rataa ahould be doubled or increaaod to the $22 to 

$23 range? 

2S A. No, I aa not propoainq t.o double local aervi ..:~ rat.ea. I 
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do pr~po•• t hat looal exchanqe coaponic ~ be ollo~~d the 

flexibility to begin the proceas of ad j ust i ng local 

eervioe rocee, "' ' a revenue neutral balls, aore in line 

with the -.:oat of providing the service, but not above an 

affordable rate level. I do not think that it b 

neceeeary to tlaah cut the rate chanqee, but 110nthly local 

aervice ratea ahould be tranaitioned by a aaximu. of $2.00 

per year until the current average rate of the other 

aoutheaetern Sunbelt atatea of $15.62 ia reached. 

Aaauainq thia proc••• were to etart after the li99 

leqielative aeaaion, it would aoat lik~ly bo late 1 999 or 

13 l early 2000 before any price cbangu take place . Tl'us, i ~ 
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th9 tir~t p~ico ~ncrease were to take effect on January ., 

2000, it would be the year 2003, more than four years, 

bofore Sprint •a hiqheat rate group price reached the 

current. average of the other aunbelt states. once that 

level is attained, there will be muct more competition and 

local exohanqe service providers should havo coC>plete 

freedom to reprice local residence services as long as tho 

inareaees do not exceed 6\ annually. In any situation in 

which it is determined that rates beyond a certain level 

are not affordable, the difCerenca bet~•~n cost and tho 

affordable rate should be funded by a competiti vely 

neutral Universal Service fund. 
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Q. Wh"'t about aarnl nqa? Should the FPSC uke a detenlination 

of the earning• ot each company before racocaon4ing a toir 

and re~ao~onabl" • eddence service rate? 

S A. No. Earninga have notbinq to do wi th the price ot 

6 r .. idential baaio local aorvice. The lagialature 

7 apecitically identified the t our i .. uee that the FPSC 

8 

9 

10 

II 

12 

13 
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IS 

16 

17 

18 

19 

20 

21 
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24 

aboulcl condder in cleteraininq a fair a nd raaaonable 

reaidential rate. The iaauea are: ono, a ttordability; 

two. value ot aervice; three, coaparable rete• in ocher 

!ltateal an~ four , COlt. The purpoee o r both the t .aderal 

Ac t and State Leqialati on on t8lecolllJIIunicatiora 1a t .1 

toater coapetition, not return to an antiquated ea.rnirga 

regul atory tool. A return t o auch regulation at boat 

would be abort lived, would do nothing to bring the 

benefits or competition to consumers and would consume 

r~aourcea that could better be utili~ed to implement the 

intent ot legislation by establ ishing an explicit 

universal s ervice fund t or low income consumers and high 

coat areas. such a tund should be uced to tosto.r 

competition and ensure that subsidies are properly 

targeted consistent with the intent ot the 1996 

Telecommunications Act. 

2S Q. How do you respond to the Ar9UJ~ant that becau.e the lOCAl 

)l 
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loop ia ua~ tor both local and lon9 diatance 1ervice1 it 

ahould be tre..:,.Q aa a co..on c..at or ita costo alloC<>ted 

to all .. rvicea tor which it is ueed? 

That arquaent ia really illoqical becauae it still reaulta 

in one cuatoller payir19 110ra ao another ouatoaer paya 1 .. 1 

without any ro9ard to tho obility ot either to pay. For 

exll•plo, dnce Orand .. Local only aubacribea to local 

aervica, it h irrational to atate that the bop h a 

oouon colt. It aal<ao no aenae tor orandu ToJ I to i•"Y 

hiQher toll rate• to •ubl1dha oran111111 Loou • • 1 ooll 

eerv1oe, (they both have the 111111 inoo111a), anl1 then 

ltto•pt to juet1ty ouch prioin9 by atating that the loop 

ia uaed tor both services. Even it there were some long 

diatance and features used by the Grandma Local, only a 

lllllllll amount ot the cost ot the l oop would be allocated to 

theae other aervicea. However, it is not logically 

per~uaaive to argue tor revenue imputation and/or cost 

allocation on the one hand, and, on the other hand state 

that some customers will see a rate increase because they 

do not uae theae aerv ices. This is t. •• :- proverbial 

mentality ot having ay cake and eating it too. Tho best 

way to addreae the problem ia to havo all services cover 

their direct cost and provide aome contribution to common 

coats. Where the coat of basic service excaeds an 
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a!tordQole lev. \ 1 explicit univereal eervice tund• •hould 

I:IAlce \ll) the difference botveen the attordAble rate an4 the 

coat. Universal •ervice funding vould alto be u .. d to 

eublidile low incoae cuatoaera. However, we need to atop 

aublidhing all relidential cuato11ere. 

7 Q. Doee that conclude your ooaaenta? 

8 

9 A. Yet. 
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FEDERAL TELECOMMUNICATIONS LIFELINE ASSISTANCE 
ELIGIBILITY REQUIREMENTS 

Pro Name/Ddinitloa EU~ibillty 

Medicaid State Medicaid plans are cUITently linked to federal SSI 
Medicaid is a joint state-federal health insurance el.igibility requirements ($458 per individual, S687 per 
program for low income individuals. Medicaid is couple). States have some flexibility in the eligibility 
administered by individual states with fedeml criteria. 
oversight and reJ ulation. 
T~mporary AY. co Needy Families (fANF) The family income and resources must meet the pre-reform 
T ANF is a blo .k grant program established by the AFDC Standards. Deprivation requirement; a child must 
welfiue reform law of 1996 to replace the AFOC (Aid be living with a parent or other relative and deprived of 
to Families wifl Dependent Children) cash assistance parental support by the lieatb. .absence, incapacity or 
pro ...... "' WIICmployment of a parent 
Suppl~meotal Security IDcome (SSl) Monthly income, after certain amounts are disregarded. 
SSI ms-:. tneaJlS-.te~ted, federal ly ad.mioistered income cannot be greater than the maximum monthly SSI benefit 
assistance program that provides monthly cash amount ($458 per individual, $687 per couple). The limit 
payments to the ~dy, aged, bl~nd and disabled in om w!!Nll.ble ~~ for SSI eligibility is $2,000 per 
accordance with uniform nationwide eligibililt individual and $3,000 per couple. 
requirements. _________ 

-

I 
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FEDERAL TELECOMMUNICATIONS LIFELINE ASSISTANCE 
ELIGffilLITY REQUIREMENTS 

nux••m Name/Definition Eli2ibilitv 
Food Stamps The net and gross income eligJbility S1andards is 100 
Tbe Food Stamp program is a Federal/State program to percent and 130 percent, respectively, oftbe Federal 
help low-income tilmilies buy the food they need to income poverty levels. The rreximwn allowable resources 
stay healthy, and be p-oductM: members of society. is $2,000 for the household, except that, for households 
Food coupons or deb:. cards are used to buy food in including a member or members age 60 or over, sucb 
approved food stor .:s. cesources shall oot exceed $3,000. 
Low lllcome Home Energy Asslstaoec Program The Florida Dept of Community Affairs set an income 
(LIHEAP) A federal program to assist low-income eligibility s.t.aodard of 125 percent of the Federal income 
househol.ds in wimu crisis, summer crisis. and energy poverty levels. 
assistance, block-granted and .administered by states. 
Federal i-ublic Housing As.dstanc:e Public houstng is available t'i> fan.!lies aid to the 
Public housing is built by cities using federal funds handicapped, disabled and elderly. Section 8 assistm=e 
and operated by housing authorities. Rent is based on family income must be in the: lower quartile of ~roily 
the family 's income and size. Gen:mUy public incomes by county. The housing authority may also review 
housing rent cannot be more than 30% of the£. 1ily's applicant • s history as a tenant and any criminal bisloly. 
total annual income. 

------ --- -- ---
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