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Introduction:

The purpose of Section 2 of Chapter 98-277 is statcu in subsection (1),
"... that charges for intrastate switched access and other services may be
set above costs and may be providing an implicit subsidy of residential

basic local telecommunications service rates...”

Sub-section 2(a) requires the Commission to report its conclusions as to
the fair and reasonable residence basic rate considering affordability, the
value of service, comparable residential basic rates in other states and

the cost of providing residential basic service.




charges or zone usa_s measurement (ZUM) charges are applicable up to

sixteen miles and toll charges over sixteen miles.

Mr. Ochshorn’s data alse included an $11.71 rate for New York. This rate
came from FCC data for Rochester, N.Y. (see Attachment 3 - Frontier
Telephone) which did not include the fact that there is a mandatory (non-
optional) EAS charge of $1.25 which brings the total ra*2 to $12.96. With
the EAS additive, there are about 425,000 access lines in the Rochester
exchange local calling area. In contrast, Sprint's Winter Park exchange
rate with Touchtone is $11.23, $1.73 lower than Frontier's Rochester
exchange rate, and has a local zalling area with approximately 840,000

access lines.

The Texas $8.80 rate quoted by Mr. Ochshorn is a Southwestern Bell rate
group rate 3 (see Attachment 4 - Southwestern Bell tariff) which has local
calling area access line limits of 30,001 to 60,000, This is more
comparable to Sprint’'s Cape Haze and Dade City (Rate group 2)

exchanges' rate of $8.22 with Touchtone. However, it is not an




The lllinois rates quoted by Mr. Ochshorn are higher than Sprint's rates
and are not addressed in detail since the rates quoted were replaced in

1996 with mandatory measured service rates and are not comparable to

Florida's flat rate local exchange services.

Thus, when put in proper context, the states that Mr. Ochshorn alleges
have comparable residential rates to Florida, are not« comparable. In fact,
when the rates and local calling areas are actually put on a comparable
basis, the data validates the fact that Florida's residence basic local
service rates for comparable service are lower than the rates in other

states, including the states used in Mr, Ochshorn's Table 2.

Value of Service:

The value of residence basic local service in Florida is greater today than
at any time in the past. This increased value is attributable to 1) larger
local calling area in terms of additional extended area service routes and
growth in access lines within exchanges, 2) declining toll prices, 3) the

availability of complementary non-basic services, e.g., caller I.D., and 4)




fact, Sprint agrees that there should be alternatives available to low
income households. However, alternatives already exist in the form of
Lifeline service and message rate service, e.g., SmallTalk in Sprint's
service area. But pricing of basic service to the general body of
ratepayers should not be driven by trying to protect the low-income
segment of the population. Those low-income residents should receive
targeted subsidies, while the general body of resideantial customers

should have prices that reflect value, affordability, comparable rates in

other states, and cost.

With regard to the general body of residential basic local service
subscribers, current basic local service rates in Florida are unrealistically
low in terms of value, affordability and comparability. The empirical data
conclusively demonstrate that rates in Florida are lower than the rates in
other states, that higher basic local rates will not negatively impact
households with service, and that the value of basic service far exceeds
the price. In real dollar terms, Florida's residence basic service charges

are substantially lower today than they were twenty years ago (see




Fourth, if a customer does not purchase enough toll and/or nor -basic
services to recover the total cost of the loop and the other services, those
cost must be recovered from ot'er customers in the prices they pay for
toll and non-basic services. (This point is illustrated by the actual data
presented by Jim Sichter in Docket 980696-TL - see Attachment 7.

(Excerpt of prefiled rebuttal testimony of James W. Sichter, pages 5-9.))

Fifth, customers who are not economically disadvantaged can clearly

afford to pay a larger portion of the cost of the loop dedicated to their

use.

Sixth, providing subsidies to customers that do not need to be subsidized
has the perverse effect of increasing the size of the funding mechanism
and is inconsistent with the intent of the Telecommunications Act of

1996 to target subsidies.

Seventh, a stand alone cost study, If one could be done properly at all for

a multi-product firm, is not necessary to determine if a cost subsidy




exists. The Commission did not deem such a rarely used, obscure and
theoretically cost methodology to be prepared by any of the ILEC's in this

proceeding or any other proceedings in Florida.

Conclusion;

We have an opportunity to begin the process of establishing more
economically based prices for telecommunications in Florida. We need to
take advantage of the opportunity. It would be illogical to believe that
residence basic local service prices can continue to be capped (or
minimally Increased) and continue to be subsidized in an increasingly
competitive marketplace where competitors are targeting the profitable
customers that are ne source of the subsidies. It is time to move to
more economic pricing of services to bring the benefits of competition to
a broader base of customers (not just the low cost high margin

customers) and more efficiently a'locate resources.
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Custom Calling Services _
What is Local Tell?

Local Toll* calls are toll calls made within your Service Area. California is
divided into ten Service Areas.

PACIFIC BELL SERVICE AREA MAP

¥ Falany e

What is Local Toll? Calls within each arca, up to about 12 miles*®, are local
calls. In metropolitan aseas, calls between 13 and 16 miles are Zone Usape
Measurement (ZUM) Zone 3 calls. All other calls within each Service Area are

now referred o as Local Toll calls. In non-ZUM areas Local Toll calls start al
13 miles.

PACIFIC BELL SERVICE AREA

LOCAL TOLL calls 17+ miles Servica Area boundary
i

il =

Local ealls 0-12 miles

Zone 3/ZUM calls 13-16miles
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Flai Rate Service - Beneliis & Features hitp fiwww pacbell com/producte/rebasic/dialione/tlav'features htm|

Special Project 9B80000A-SP
Sprint-Florida, Inc/FBP

PACIFICESBELL Attachment 2 - Page 3 of 3

Flat Rate Scrvite

Benelits and Festures

-

'_P:Eiﬁc Bell Flat Rate Service gives you unlimited local calling. You can make
as many calls as you like and you can talk for as long as yvou like to friends,
family and colleagues in your local calling area, which includes neighborhoods

up to about 12 miles from your hom =.
~—k Foaian aofidotil

How Flat Rate Service Works

Measured Rate Service is one of Pacific Bell's basic service Fla.ns. It allows you
to make local calls and gives you access to other Pacific Bell calling areas.

With Flat Rate Service, you pay the same each month no matter how much you
call within your local area.

For calls made outside of the local area, charges are based upe . Zone Usape
Measurement (ZUM), or how far away you call. Charges for these calls vary
according to the time of day.

Is Flat Rate Service Right for You?

Flat Rate Service works best for people who make Ints of local calls. If you
typically make more than two local calls each day, then Flat Rate 1s probahly
right for you.

Il you make very few local calls, you may want 10 consider Measured Rate
service. If you have a low-income houschold, you may qualify Tor Universal
Lifeline Service.

If you have more than one telephone line in your home, you might consider
huwlthc:r I;'m.: used and possibly select Measured Rate for one line and Flat Rate
for the other.

Changing to Flat Rate Service

If you already have Measured Rate Service, you may request a change to Flat
Rate Service. The changeover takes effect on the day you request the change,
and the charge will appear on your next bill. See Flat Rate Pricing.

If you currently have Universal Lifeline Service, there 1s no charge for
changing to Flat Rate Service.

1ol 2 K249 215 I'M
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Resideace Service Rates Defined ~

Nl Bk Schedule of Residence Rate

Rale Geoup
Service 2 3 4 3
Frsiience
Flat Fate s
tetnadual esch 623 071 7.8 791 -
Mesrape Fated Lines
Inthvidoal—80, eact «

Individual—0, epcn 453 453 453 453 - -
Lifedine*

Bt 100 100 100 100 --- 100
Meszage Linits

Missages above allowanoes for Mesiage Faled Linew are
changed it @ Tets of 8.3 ormex for each eckitiona] outgolng call
Lalis placod o W74 or ** 100" public announcement servioes
e nok part of meszage onll allowanoss and are billed separately.

l.ncations i fimups

GROUF 2 GROUT 4
Cohocuon LeRary Vi
umda Mt Maorris Bergen
Naples Brockport
Parvillon Caledlonls
GROLT 3 Caarelalgus
Allanis Churchvilie
Caosllin-Gabnesville/ East Kochester-Pitisiord
Siver Springs Falrport/Peraon
Darssyvilles Geneaco
Letorsior Hamlin
Perry GROUP 5 Hermlock
Sprnguuter Wyoming Henrietta
Wirsaw Honeoye Fallslims
“‘Q"Iil.'d Y1
'1"-".
Scottmvills
Vicior
Webster
Wesrl Webeter

T EAS o e I addon o ke feee paraeragh O
F P more eformaor, m Losmarer gtis wy Roporetd Do, fogad

* 1o monthly alrace for looul calls, Meomsagn wils & chamed sl the
rant o 8 ool por call
Rocheitet Servien Ares
=== Tt pervice @ orexstbernd s of 1LY Only cusomens of pocond i
of VLG eum have U service.

EB Ooc-Time Charges

Service Charges. -
Crepe to Change or Add Feadioes . L1102
Addoonal Line Charge

fwhen ordered in comblnation with another acooss ne) |, 1000

B Voo Adfsccnt Fxiended Area Service
A monthly surcharge of $1.25 will apply to those ewchanges that

are provided with 03t rate, non-adjucent Exandad Area Servioe
(EAS)

_Mkﬂlﬂrﬁm

Fates and changes: that apply to the provison of wlepiione servio:
mr mba W New Yok Suer Reveoe toes. The sunchane
peraiage i gpiles o omoothly ool e B 460"
Intrulats ol mre subject W 3 4.15%* surcharpe.

EEE 1ocal Utliity Gross Revenve Taves

Extes and charges that apply 1o the provision of Lebephone
scrace may be subjed W gross reverne Lazres Imposed by
ceriam aties and vilages,

The surcharge percentage apples W monthly local reues and
charged, Surcharge percentages are adiusiad on shont notice
L reflect changes in s,

[ Customer Access Line Charge

An tnterslate cuslomer pcoess bne charge applies o all res-
idential cosomers and appears ey & scparats line on yoor
slelement. Residentlal customers may qualily for 8 program
(estoblahed by the Pederal Communicalions Commussion
and Fronber) thet could eliminate the access charge and
reduce SEnA0e COnNGCLMon Charpes.

The Customer Access Line Charge will be wilved lor
Fresidentlal customers who goallly for Lifeline Senvice pro-
grams, @5 oescribed In Customer Right: and
Responsibilitios, found st the back of Lhe White Pages

*Haliect Lo change depundent on N5 Pudle Sarvice Crmmeeden (e

The Information on Uis page 15 subject Lo changt

For ZIF code Information, please refer Lo pages immedlatch
foDowing the White Pages Phus section
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The rates shown balow are ‘or Local Exchange Access Sarvice.

BETE QRN

Description =i - = =4 —r i i 1. O3oC

1-Party, $19.15 §19.80 $20.65% $21.30 822.00 323,10 §25.2% 920.2% 1T

each iwn
1FL4+
Lrx
LAS
ELS
ARD
Lary

l-rlltI 10.30 10.3% 11,10 11.4% 11.85 12.4% --=a ————  4PT

esach | i

Hulti=Line 22.€3 23.20 24.4% 23.1% 26.0% 27.3% 30.10 33.5%% 1rW

Buntling 1A
im,
1K
1xF
T7E
788

Coe-Elanent 12.30 12.€0 11.3% 13.65 14.10 14.80 1g.30 18.45

Hearured,

1-Party (1)

Mazmage Rates Optionp (1) Hn

1M
b
IMK
VETHA

Resarve Line Option (7]

17.15 17.1% 17.1% 17.1% 17.1% 17.18

Hotal /Matal 19.1% 19.60 20.€% 21.30 22.00
Heasured

Teunk (3)(4)

(Sea Ehest 21 for Footnotas)

28.93 29,63 31.2% 32.20 313.25 135.20

23.10

17.13% 17.18 12L

39.95 d44.¢3%

25.25 28.2%

wn TOTOL M0 1 ew
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BELL ATLANTIC - Pennesylvania Pa. F.U.C.-Ko. 180A
PENNSYLVAMIA, INC. Lxchange Areas dth Reviemed Sheet 18C
Cancaling 3rd Revimed Sneat 18C
Special Project 980000A-SP
D. UMLIMITED USAGE PACKAGE LOCAL CALLING AREAS [Cont'd) Sprint-florida, Inc./FBP
Unlimited Usage Package Local Calling nt 5-Page 2 of &
Exchange include All Stations Basring The Central Office
Areg Designations of the Exchanges and Zones Listed
Haunt Carmel Ashland Mount Carmel
Elysburg Shamakin
Kulpmont
Mount Gretna Annville Mount Cratna
Lebancn Palmyrs
Mount Jewett Bradford Hount Jawatt
Kane
HMount Pleasant
Local Area Connslleville Mount FPleasant
Gresnsburg Scottdale
Mackeburg (Citizans Y¢ wngwood

Tel. Co. of Kecksburg)

Hetropolitan Areas

Flus All stations included in Lecal Ares Preceding plue the

Pittaburgh Exchange and all other Zones of the Pittsbucgh
Suburban Exchange.

Mount Pocono Cremco Fewfoundland
Lozds Vallay Etroudsburg
Hount Pocone
Hount Unlon Huntingdon Hount Union
KHeCennedletown
(Bprint United) (€}
Hanticoke Kingeton Flymouth
Mountalntop Wilkes-Birre
Hanticoks
Huangola [Commonwealth
Tel. Co.})
Hazareth Allentown Catapaugua
Bath Larton
Bathleham Nazareth
Nesqueshoning Jim Thorpe Lehighton
Lansford (ALLTEL Kesguehonting
Peansylvania, Inc.)
Hew Castle Bessunar Flain Grove [}
Ellwood City (Sprint United) 1
Hew Bedford Frinceton
(GTE Morth) IGTE Noreh)
Haw Castle Volant |
Hew Wilmington ISpELRE Ul tem)
{GTE Morth) Wamp e
Hew Florence Bolivar Wew Florenve
Johnstown (GTE Nerth)
18S0ED SEFTEMBER 2, 1998 EFFECTIVE SEPTCMBER 7, L1998

In compliance with tne Opinion and Order of the Pannsylvania Publlic Uti.ity
Commiseion in Docket Ho. P=00950921.




11/05/98 18°52 FAX SPRINT Qo027
BELL ATLATTIC - Pennsylvania Pa. P.U.C.-No. 180A
FENNSYLVANIA, IHC. Exchango Areas Section 1

Third Hevised Sheet 16A
Canceling Second Revised Shest 16A

Special Project 980000A-SP

Sprint-Florida, Inc./FBP
ALtachment 5-Page 4 of 6

LOCAL GENERAL TARIFF
RESTDENCE EXCHANGE SERVICE

c. RATES (Cont'd)
1. EXCHANGE SERVICE RATE COMPONENTS (Cont - d)

c. Exchange Service Dirl Tone Line and Local Usage Option Hate Sehedulo

—By Weighted Line Rate Group __ Honthly Rate
Usage Packages (1) A, B, or C Deor E For G
Extended Area Unlimited Option £6.00 §7 59 .20
Local Area Unlimited Option 1.80 (C_5.200)  6.85
Local Area Standard Usage Option 2.60 2.60 .60
Budget Usage Option - : 2
Hometown-Plus Usage Option Hon® .ly Rare

- Home Exchange plus one Toll Exchange L. 50
= Home Exchange plus two Toll Exchangesn 7,65
= Home Exchange plus one Local and

one Toll Emchange 7.65%

anthly Allowance

Budpet Unmage Option ¥ .25
Local Arva Standard Usage Option «.00

Hoanthly Fate

Metropolitan Area Unlimited £16.50
Hetropolitan Area Unlimited Plus £40.001

NOTE:

i21 Available an specified in B.2. preceding.

LESUED HAY 30, 1957 EFFECTIVE JULY 1, 1937
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BELL ATLANTIC - fhiladelphia fa. P.U.C.-No. 182
FEMNEYLVAMIA, IKC, Exchange Aroa Preface to Sectinn |
First Reviged Sheet ]

Cancaling Original Sheet ]

DIAL TONE LINE CELL INFORMATION Special Project 9B0D000A-SP
Sprint-Florida, Inc./IfBP
one Line vell C Attachment 5-Page 6 of 6

For the purposes of determining an Exchange Area Dial Tone Line monthly rate, the
Exchange Areas are classified into one of four (4) Dial Tonc Line Cells. The Cell
classifications are determined by the following criteria.

Dial Toas ne Cell Claggification Cr a

1 All Philadelphia and Pittsburgh GCity
Exchange Arecas or Zones with working
paire per square mile greater than

9,000,
s All remaining Philadelphia and
Pitcsburgh City Exchange Areas or
Zones.
E All Philadelphia and Pittsburgh

Suburban Exchar & Arsas or Tonds
with more than 500 working pairs per
figquare mille. ich

—
¢ 4 All reraining E::hmac@

bial Tone Ling Feclapsification

When an annual review indicates that the nuzber of working pairs per square mile of

an Exchange Area or Zone has exceeded or fallen below the above Dial Tone Line Cell [ch
eriteria for two (2} consecutive study periods, the Exchange Area will

reclassified. HNotice of the reclassification of the Exchange Arca Dial Tone Line

Cell shall be given by filing rovised tariffs with tho Comminsion.

ISSTED JULY 1. 1998 FFFECTIVE SE.PTE'!.'BEII_I. 1998
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service would be u srofitable to serve, conversely, heavy users of toll and vertical
features—services that are priced substantially above cost—would b= wery profitable to serve
And the reality is that consumers do, in fact, vary widely in their use of telephone services
While most residential customers don't generate total revenues sufficient to cover the costs of
serving them, others are highly profitable to serve  The latter customers, of course, are very
attractive to new entrants; and indeed, competition can be expected to drive the prices to this
set of customers down towards cost, thereby eroding the source of subsidies for those
customers who do not generate enough revenues to cover the cost of serving them Looking
only at average revenues masks or ignores what is the core i--ue the wide vaniance in
revenues and profitability of individual customers—a variance that is the direct product of the
wide variance in profitability of individual services that is produced by the existing rate

struciure

Do you have evidence as to the variances in revenues generated by Sprint residential

customers in Florida?

Yes. Spnnt conducted an analysis of the revenues generated by a sample of 2,750 of its
residential customers in the service arcas of what was then United of Flonda from Septembes
1996 The revenues included in the enalysis were local service charges (including the
interstate SLC), features, intraL ATA toll, and state and interstate access (onginating and
terminating). The toll and access revenues were updated using July 1997 intralL ATA 1ol and

access rates. The results of the study are summanzeu in the following table
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are today the source of subsidies to suppont universal service, the inequities of the current
rate structure, and its unsustainability in a competitive market, are made readily apparent by

the revenue distnibution data contained in the table abave

Q. How would Mr. Gillan's and Mr. Gueppe's proposals thwart the development of a fully

competitive local exchange market for residential customers in Florida?

A. As discussed abave, some subset of residential customers are heavy users of toll and vertical
features, and would represent an attractive market to a facility based competitor  However,
the vast majority of residential customers yield revenues that v _uld make them unprofitable
or marginally profitable for a new entrant to serve. This is clearly yemonstrated in the
foilowing table, which is based on a comparnison of the total revenues generated by a
customer with the costs of serving that customer. For this analysis, I used the BCPM costs,
averaged al the wire center level, filed by Sprint in this proceeding to determine local service
costs. Since the BCPM costs used in this study do not include any of the additional costs
associated with tollfaccess and features, [ used conservative estimates of the forward-iooking

costs for each of these discretionary features
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to a f[cility-based competitor. However, the primary conclusion 1o be drawn from this
evidence is that the residential segment of the market is, under existing rate structures, simply
not attractive to a facility-based entrant In light of this data, the almost 1otal absence of
facility-based competition in the residential segment in this country should come as no
surpnise. And unless the legislature and the Commission take steps to restructure rates and/or

universal service funding to make the residential marketplace economically attractive to serve,

there will never be vibrant facility-based competition in this segment of the market

Q. What is Sprint’s recommended approach?

A. Spnnt would recommend, first, that the Commission quantify the existing level of subsidy 1o

residential local exchange service, calculated as the difference between the residential basic
service rale and the cost of providing the service. Second, Sprint advocates the elimination of
existing implicit subsidies, and particularly the subsidy contributions embedded in access
charges To some degree, this could be accomplished though rate rebalancing—i e,
increasing residential local service rates to cost levels. However, Spnnt also recognizes that
full cost-based rates for residential basic service, especially in high cost areas, could jeopardize
the goal of universal service. Therefore, Sprint recommends that the Commission determine a
maximum affordable rate standard for basic residential service, to the extent that the cost of
providing that service in a particular arca exceeds that rate, the difference would be funded
through an explicit, competitively neutral universal service fund  Sprint’s plan would be
revenue neutral. Any revenues generated by local service rate increases or new universal

service funding would be offset, dollar for dollar, in reductiors in existing implicit subsidies

_ Any subsidies provided through the new universal service fund would be portabie, thereby

ncreasing the incentives of new entrants 1o serve residential customers in higher cost areas




	2-21 No. - 106
	2-21 No. - 107
	2-21 No. - 108
	2-21 No. - 109
	2-21 No. - 110
	2-21 No. - 111
	2-21 No. - 112
	2-21 No. - 113
	2-21 No. - 114
	2-21 No. - 115
	2-21 No. - 116
	2-21 No. - 117
	2-21 No. - 118
	2-21 No. - 119
	2-21 No. - 120
	2-21 No. - 121
	2-21 No. - 122



