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PREFACE 

Excerp t  f rom C o n c ~ ~ r r i  ng Opin ion o f  Commissioner Michael McK. 

Wilson i n  Order No. 16343: 

The telephone network which e x i s t e d  p r i o r  t o  
1984--the phys i ca l  p l  ant ,  t he  account ing and 
a1 1 o c a t i o n  systems and r e g u l a t i o n  (bo th  
f e d e r a l  and s t a t e )  --was n o t  c rea ted  ove rn i  g h t  
b u t  evo lved over  h a l f  a century.. . 
Beginnings a re  d e l i c a t e  t imes. A dec i s i on  t o  
abol  i sh the  to1  1 transmi s s i  on monopoly areas 
may very  w e l l  be t he  k i n d  o f  e r r o r  which 
would fundamental l y  a1 t e r  t h e  na tu re  and 
course o f  te lephone s e r v i c e  o f f e r e d  t o  sub- 
s c r i b e r s  i n  F l o r i d a ,  j u s t  as i n  elementary 
b a l l i s t i c s  a s l i g h t  e r r o r  i n  aim r e s u l t s  i n  
a much l a r g e r  e r r o r  i n  f l i g h t . .  . 
We s imply  cannot r eve rse  50 years  o f  
te lecommunicat ions e v o l u t i o n  i n  a few years,  
v i r t u a l l y  a b l i n k  o f  an eye i n  t he  o v e r a l l  
t ime  scheme. (A. 16-17). 
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GLOSSARY OF TERMS 

Access: The f a c i l i t i e s  o f  a  Local  Exchange Company (LEC) such as 

General Telephone Company o f  F l o r i d a  (GTFL) which a1 low Interexchange 

C a r r i e r s  ( IXC) t o  o r i g i n a t e  and complete long-d is tance c a l l  s. I n  

general ,  IXCs cannot p rov ide  access f a c i l i t i e s  f o r  i n t r a s t a t e  c a l l s .  

Access Charges: Those charges p a i d  by IXCs t o  LECs f o r  t h e  use o f  

1  oca l  f a c i l  i t i e s  t o  o r i g i n a t e  and t e rm ina te  long-d is tance c a l l  s. These 

charges a re  necessary t o  compensate t he  l o c a l  exchange company f o r  t he  

r o l e  i t s  l o c a l  network p l ays  i n  t he  t ransmiss ion  o f  a  long-d is tance  

c a l l .  

Equal Access Exchange Area (EAEA): A geographic area e s t a b l i s h e d  by 

t h e  F l o r i d a  Pub1 i c  Se rv i ce  Commission t o  p rov ide  t h e  b e n e f i t s  o f  

compe t i t i on  f rom a customer 's  pe rspec t i ve  i n  1  i e u  o f  an in terexchange 

c a r r i e r ' s  v iewpoint .  I n  an EAEA, t h e  LEC must ga ther  a l l  t r a f f i c  

th roughout  t h e  area t o  one p o i n t  so i t  can be p i cked  up by t h e  va r i ous  

IXCs. Th i s  promotes compe t i t i on  i n  areas ( r u r a l )  which a re  n o t  

ext remely  p r o f i t a b l e  f o r  IXCs. There a re  twenty-two (22) EAEAs i n  

F l o r i d a .  

Interexchange C a r r i e r  ( IXC) : A 1 ong-di s tance c a r r i e r  t h a t  p rov ides  

1 ong-distance s e r v i c e  on i t s  own f a c i  1  i t i e s  where pe rm iss ib l e  o r  

through t he  r e s a l e  o f  another c a r r i e r ' s  se rv i ce  such as WATS o r  MTS. 

IXCs can r e s e l l  bo th  LEC se rv i ces  and o t h e r  competing I X C  se rv ices .  



Local Access and Transport  Area (LATA): A geographic area created 

a t  the t ime o f  the d i v e s t i t u r e  o f  the Be1 1 system. Southern Be1 1 

and GTFL can only  prov ide serv ice  w i t h i n  LATAs. InterLATA t r a f f i c  i s  

n o t  allowed. AT&T-C and o ther  IXCs can ca r ry  long-distance t r a f f i c  

between LATAs. The issue as t o  whether there  i s  compet i t ion w i t h i n  a 

LATA--which i s  permi t ted  i n  F l  o r i  da--was reserved t o  the  s ta tes .  

Local Exchange C a r r i e r  (LEC): A company such as General Telephone 

Company o f  F l o r i d a  which provides l o c a l  c a l l i n g  and access serv ices.  

LECs a l s o  prov ide  EAEA and intraLATA long-distance serv ice  i n  

compet i t ion w i t h  var ious IXCs. 

Resal e/Resel 1 e r :  A 1 ong-di stance company which purchases the  

serv ices  o f  another c a r r i e r  such as WATS a t  wholesale p r i c e s  and 

r e s e l l s  t h a t  serv ice  t o  i t s  customers a t  a markup. A l l  long-distance 

c a r r i e r s  compete i n  t h i s  fashion today on intraEAEA t r a f f i c .  

T o l l  Monopoly Area (TMA): The use o f  the word "monopoly" i n  t h i s  

term i s  a misnomer per Order No. 16343 as compet i t ion e x i s t s  w i t h i n  a 

TMA on a resa le  basis.  The TMA merely provides t h a t  a1 1 long-distance 

c a l l  s  w i t h i n  an EAEA must be hauled on LEC-provi ded t ransmiss ion 

f a c i l i t i e s .  The TMA designates the method by which compet i t ion takes 

p lace w i t h i n  an EAEA. 

Transmission F a c i l i t i e s :  Those f a c i  1  i t i e s  and switches owned and 

c o n t r o l l e d  by a LEC o r  I X C  which ca r ry  a long-distance c a l l .  

viii 



Wide Area Telephone Serv ice (WATS) : Long-distance serv ice  charged 

on a  per  hour o f  use basis.  WATS i s  l ess  expensive than regu lar  long- 

d is tance serv ice  (MTS) f o r  a  l a r g e  user. WATS conta ins a  subs tan t i a l  

discount,  a l l ow ing  IXCs t o  r e s e l l  the  serv ice  a t  a  h igher  p r i c e  than 

WATS, b u t  a t  a  lower p r i c e  than MTS long-distance service. 



I. INTRODUCTION 

Th is  case concerns t he  second appeal by M i c r o t e l  , Inc .  ( M i c r o t e l ) ,  

U.S. S p r i n t  Comniunications Corr~pany ( S p r i n t ) ,  M C I  Telecommunications 

Corpora t ion  (MCI ) , and AT&T Cormiiunications o f  the  Southern S ta tes ,  Inc .  

(ATAT-C) rega rd ing  t h e  a u t h o r i t y  o f  t h e  F l o r i d a  Pub1 i c  Serv ice  

Commission under Sec t ions  364.335 and 364.337, F la .  S t a t .  (198512 t o  

c o n t r o l  t he  pace a t  which compe t i t i on  i s  in t roduced i n  t h i s  s t a t e  and 

t h e  methods u t i l i z e d  t o  f o s t e r  a  compe t i t i ve  environment which i s  i n  

harmony w i t h  publ i c  i n t e r e s t  concerns. 'This Cour t  has a l ready  r u l e d  i n  

M i c r o t e l ,  Inc .  v. F l o r i d a  P u b l i c  Serv ice  Comm'n., 483 So.2d 415, 418 

( F l  a. 1986), t h a t  w h i l e  the  f o rego ing  s t a t u t e s  embody t he  l e g i s l a t i v e  

dec i s i on  t h a t  t he re  w i l l  be compe t i t i on  i n  the  long-d is tance  market i n  

F l o r i d a ,  t h a t  the  s t a t u t e s  do n o t  r e q u i r e  " i n s t a n t ,  un l  i n i i  t e d  competi - 
t i o n "  f o r  a l l  l ong-d is tance  serv ices .  Indeed, t h i s  Cour t  he ld  t h a t  the  

t r a n s i t i o n  t o  f u l l  compe t i t i on  must be done i n  a  manner t o  s a t i s f y  t he  

publ  i c  i n t e r e s t .  

T h i s  appeal i s  taken f rom Order No. 16343 i ssued  on J u l y  14, 1986, 

wherein, t he  Commission extended t h e  i n t e r i m  to1  1  transni i  s s i on  monopoly 

due t o  e x p i r e  on September 1, 1986, t o  an unce r ta i n  date i n  t he  f u tu re ,  

when techno1 og i  c a l  and regu l  a t o r y  changes a1 1  ow f o r  t h e  imp1 ementat ion 

of  f u l l  compe t i t i on  w i t h o u t  d e t r i m e n t a l l y  e f f e c t i n g  t he  publ  i c  

The enumerated p a r t i e s  w i  11 be c o l  l e c t i v e l y  r e f e r r e d  t o  
h e r e i n  as "IXCs" o r  "Appe l lan ts . "  

A l l  f u r t h e r  re fe rences  a re  t o  F1a. S ta t .  (1985) un less 
o therw ise  i nd i ca ted .  



i n t e r e s t ,  (A. 151.3 Any p a r t y  i s  f r e e  a t  any t ime  t o  p e t i t i o n  t h e  

Commission w i t h  a  showing t h a t  f u l l  compe t i t i on  can be a l lowed w i t h o u t  

d e t r i m e n t a l l y  e f f e c t i n g  t h e  ra tepaye r . ,  It i s  General Telephone Company 

of F l o r i d a ' s  (GTFL) p o s i t i o n  t h a t  Order No. 16343 i s  i n  f u l l  accord 

w i t h  t he  p r i n c i p l e s  s e t  f o r t h  i n  t he  M i c r o t e l  case, supra. As w i l l  be 

discussed i n  d e t a i l ,  i n f r a ,  t h e  concerns o f  the  Commission which l e d  t o  

t he  c r e a t i o n  o f  t he  t o1  1  t ransmiss ion  monopoly and were recognized as 

v a l i d  concerns by t h i s  Cour t  a re  s t i l l  present.  Therefore,  t h i s  Cour t  

should a f f i r m  Order No. 16343. 

3  "R .  " r e f e r s  t o  pages o f  t he  record. "Tr. 'I r e f e r s  t o  
pages o f  t h x a r i n g  t r a n s c r i p t .  "A. I' r e f e r s  t o  p a g e s f  Appe l l ee ' s  
Appendix submi t ted herewi th  pursuant  5 t he  p rov i s i ons  o f  F la .  R. App. 
P. 9.220. Said appendix con ta ins  r e l e v a n t  p o r t i o n s  o f  t he  reco rd  f o r  
t h e  C o u r t ' s  convenience. 



11. STATEMENT OF THE CASE AND FACTS 

GTFL i s  unable t o  accept the "Statement o f  the Case and Facts"  as 

presented i n  the  Appe l l an t ' s  B r ie f s .  Pursuant t o  F la.  R. App. P. 

9.210(c), GTFL disagrees w i t h  the  var ious "Statement o f  the  Case" 

sec t ions  because no subs tan t i a l  d iscussion i s  devoted t o  the  

Commission ' s  reasons f o r  establ  i s h i n g  EAEAs and the corresponding to1 1 

t ransmiss ion monopoly. GTFL disagrees w i t h  the var ious "Statement o f  

Facts" sect ions which discuss the evidence o f  record because i t  i s  

incomplete i n  a l l   submission^.^ Therefore, GTFL w i l l  submit i t s  own 

version. 

A. STATEMENT OF THE CASE 

Th is  appeal f i n d s  i t s  o r i g i n s  i n  1983, when the Commission issued 

i t s  landmark decis ion i n  Order No. 12765. I n  sa id  order, the Com- 

miss ion es tab l ished a master p lan  f o r  moving from a p r e d i v e s t i t u r e  

monopoly environment t o  a compet i t i ve  s i t u a t i o n  f o r  long-distance 

operat ions. (A. 22). I n  December, 1983, the Commission expressed i t s  

o v e r r i d i n g  ph i  1 osophy regarding how compet i t ion woul d be a1 1 owed i n  

t h i s  s tate--a phi losophy which has been s t r i c t l y  adhered t o  s ince i t s  

i nception: 

The pr imary goal i n  t h i s  proceeding was t o  s e t  
access charges t h a t  would adequately compensate 

For example, based on a 705 page ev iden t i a ry  hear ing 
t r a n s c r i p t ,  M ic ro te l  and AT&T-C have submitted a 1 1/3 and 4 1/2 page 
"Statement o f  Facts and Case, " respect ive ly .  Almost a1 1 o f  the  1 i m i  t e d  
d iscussion regards pas t  proceedings and makes no mention o f  the  
evidence o f  record o r  the reasons f o r  the Commission's decision. 



t he  LECs f o r  t h e  use o f  t h e i r  l o c a l  f a c i l i t i e s  
f o r  o r i g i n a t i n g  and te rm ina t i ng  to1  1  t r a f f i c  and 
t o  p rov ide  i ncen t i ves  f o r  compet i t ion,  whi 1  e  
mai n t a i  n i  nq un i  versa1 t e l  e ~ h o n e  serv ice.  We 
be1 i e v e  our p lan  w i l l  a1 so' p rov ide  i ncen t i ves  
f o r  both LECs and IXCs t o  maximize the  use o f  
t h e i r  f a c i l i t i e s .  

Our p lan  a1 so s t r i v e s  t o  minimize d i s r u p t i o n  
f o r  customers w h i l e  p r o v i d i n g  an oppo r tun i t y  
f o r  LECs t o  ma in ta in  reasonable earnings l e v e l s  
w i t h o u t  i nc reas ing  l o c a l  ra tes .  Order No. 12765 
(Emphasis added) (A. 22) 

The above quote r e a d i l y  demonstrates t h a t  t he  general goal of the  

Commission was t o  develop compet i t ion  i n  the  long-d is tance market on 

favorable terms t o  the  customer. Among the  s p e c i f i c  goals s e t  i n  Order 

No. 12765 were the  establ ishment  o f  EAEAs and the i n t e r i n i  to1  1  t rans-  

miss ion  monopoly. (A. 44).  This  p o l i c y  dec is ion  was implemented i n  

Order No. 13750, which becanie the  sub jec t  mat te r  o f  the  f i r s t  appeal 

concerning the  a b i l i t y  o f  t he  Commission t o  u t i l i z e  a  t ransmiss ion 

monopoly f o r  intra-EAEA t r a f f i c ,  which was upheld by t h i s  Court. See: 

M i  c r o t e l  case, supra. 

The Commission created EAEAs and the  corresponding to1 1  transmi s- 

s i on  monopoly i n  Order No. 13750 due t o  i t s  b e l i e f  t h a t  equal access 

should be viewed from the  custonier's perspec t ive  r a t h e r  than a  

techn i ca l  in te rconnec t ion  I X C  v iewpoint .  Under the  EAEA concept, the  

LEC d e l i v e r s  t r a f f i c  t o  a  s i n g l e  access p o i n t  a t  nondistance s e n s i t i v e  

average t ranspo r t  charges t o  enable the  customer t o  access a l l  

a v a i l a b l e  IXCs. I n  Order Nos. 13750 and 13912, the  LECs were declared 



t o  be t he  so le  p r o v i d e r s  o f  t ransmiss ion  f a c i l i t i e s  w i t h i n  an EAEA. 

Rese l l e r s  and IXCs cou ld  compete w i t h  t h e  LEC w i t h i n  an EAEA o n l y  

through t he  r e s a l e  o f  LEC-provided VATS and MTS. (A. 63).  

I n  o r d e r i  ng t he  f o rego ing  arrangement, the  Commi ss i on  s e t  f o r t h  

severa l  reasons f o r  i t s  dec i s i on  i n  Order No. 13750. F i r s t ,  the  

Commission found t h a t  an i n t e r i m  p e r i o d  was necessary t o  p rov ide  a  

t r a n s i t i o n a l  p e r i o d  whereby LECs c o u l d  p o s i t i o n  themselves t o  meet 

compet i t i on .  (A. 64).  I n  a d d i t i o n ,  t he  Cormilission found a  need f o r  

LEC revenue s t a b i l i t y .  i d . .  F i n a l l y ,  the Commission was o f  the  

op in i on  t h a t  e x i s t i n g  LEC f a c i l  i t i e s  were economica l ly  e f f i c i e n t  f o r  

t h e  t ransmiss ion  o f  intra-EAEA c a l l i n g  and should con t inue  t o  be used 

r a t h e r  than encouraging unnecessary dupl i c a t e  f a c i  1  i t i e s .  ( i d .  1. 

Order No. 13750 p rov ided  t h a t  t he  i n t e r i m  t ransmiss ion  monopoly 

was t o  be reviewed on o r  be fo re  September 1, 1986, t o  determine whether 

i t  should be cont inued. The LECs bore t he  burden o f  p roo f  t o  demon- 

s t r a t e  t h a t  t he  c o n t i n u a t i o n  o f  t he  t o l l  t ransmiss ion  nionopoly was -in 

t h e  p u b l i c  i n t e r e s t .  i d . .  Accord ing ly ,  hear ings were h e l d  i n  e a r l y  

May, 1986, t o  rev iew the  need f o r  an ex tens ion  o f  t he  t o l l  t ransmiss ion  

monopoly. A f t e r  hear ing  t h e  evidence o f  r eco rd  and cons ide r i ng  the  

b r i e f s  o f  the  p a r t i e s ,  t h e  Commission i ssued  Order No. 16343 on 

J l ~ l y  14, 1986, which extended t he  t o l l  t ransmiss ion  monopoly. The 

ex tens ion  was f o r  an i n d e f i n i t e  p e r i o d  o f  t ime u n t i l  any p a r t y  

demonstrates t h a t  i t s  removal i s  i n  t h e  p u b l i c  i n t e r e s t  based on 

changed c i  rcumstances. (A. 15) .  



The reasons f o r  the  extension o f  the  t ransmiss ion monopoly and the  

adopt ion o f  an unce r ta in  date f o r  i t s  e x p i r a t i o n  were s u c c i n c t l y  s ta ted  

i n  the  Commission's conclus ion t o  Order No. 16343: 

Death and taxes notwi thstanding,  t h i s  proceeding 
has a r a ~ h i c a l l v  demonstrated t h a t  no th ina  i s  

d ,  

c e r t a i n .  I n  0;der No. 13750, issued 0ct;ber 5, 
1 9 8 4 , e  viewed TMAs as an i n t e r i m  measure t o  be 
reviewed p r i o r  t o  September 1, 1986. That rev iew 
i s  now complete. We be l ieved t h a t  by t h i s  t ime NTS 
cos ts  would have been de-loaded from access charges, 
t he  LECs would have been b i l l  i n g  and keeping to1 1  
charges, and p r i  vate-1 i ne p r i c i n g  would have been 
resolved. These events have no t  as y e t  taken place. 
As t h e  i n d u s t r y  e x i s t s  today, i t  i s  n o t  i n  t he -  p u b l i c  
i n t e r e s t  t o  a b o l i s h  TMAs. 

The experience o f  the  pas t  several  years i s  i n s t r u c -  
t i v e  as we view the  f u t u r e  pa th  o f  telecommunications 
regu la t i on .  Noth ing i n  t h i s  dec is ion  precludes any 
i n t e r e s t e d  o a r t v  from comina forward w i t h  a  showina 
o f  s i g n i f i c e n t l y  changed ci;cumstances which woul d d  
warran t  t h e  abol i t i o n  o f  TMAs. Techno1 o s i  ca l  and 
regu la to ry  changes may d i c t a t e  a  m o d i f i c a t i o n  o f  
t h i s  dec is ion  a t  some p o i n t  i n  t he  fu tu re .  We w i l l  
no t  speculate on the  t i m i n g  o f  these changes. As 
Order No. 13/50 demonstrates, p r e d i c t i n g  the  t i m i n g  
o f  f u t u r e  events o f t e n  proves t o  be a  mistake. 

To summarize, we be l i eve  t h a t  t h e  LECs have met 
t h e i r  burden o f  p roo f  and demonstrated t h a t  
r e t e n t i o n  o f  TMAs i s  i n  the  p u b l i c  i n t e r e s t .  The 
evidence i n  t h i s  proceeding convinces us t h a t  the  
t ime has no t  v e t  come t o  a b o l i s h  TMAs. We have a  
duty t o  t h e  ratepayers o f  t h i s  s ta te .  The 
possi  b i  1  i t i e s  associated w i t h  abol i ti on o f  TMAs 
cou ld  cause g rea t  harm t o  most ratepayers i n  t h i s  
s ta te .  Fur ther ,  i t  i s  our b e l i e f  t h a t  t he  harm t h a t  
woul d  resu l  t from a1 1  owing intraEAEA t ransmiss ion 
competi t i o n  may be i r r e p a r a b l e  because o f  the  
p o t e n t i a l  im-nce the  IXCs have made 
the  considerable investment requ i red  t o  bu i  1  d  i n t r a -  
EAEA f a c i l i t i e s .  (Emphasis added) (A. 15).  



The a fo reno ted  IXCs have appealed t h i s  case f o r  a  second t ime 

a rgu ing  t h a t  t h e  Commission has no a u t h o r i t y  t o  u t i l i z e  a  t o l l  

t ransmiss ion  monopoly as a  t o o l  t o  c o n t r o l  t he  pace and development o f  

compe t i t i on  so t h a t  t h e  end r e s u l t  i s  i n  t h e  p u b l i c  i n t e r e s t .  

B. STATEMENT OF FACTS 

1. I n t r o d u c t i o n  

A t  t he  hear ings  h e l d  i n  t h i s  mat te r ,  t h e  p a r t i e s  addressed 

twenty - th ree  (23)  i ssues  which were designed t o  p lace  be fo re  t h e  

Commission t he  e x i s t i n g  s t a t e  o f  t h e  i n d u s t r y  and t h e  e f f e c t  on t he  

p u b l i c  i n t e r e s t  i f  t he  t o l l  t ransmiss ion  monopoly was n o t  e ~ t e n d e d . ~  

The i ssues  concerned, among o t h e r  mat ters :  1) whether r e t e n t i o n  o f  

t h e  t ransmiss ion  monopoly was i n  t he  p u b l i c  i n t e r e s t ;  2) have t he  LECs 

had enough t ime t o  a d j u s t  t o  compe t i t i ve  c ircumstances; 3)  what s teps 

have t h e  LECs taken t o  a d j u s t  t o  compet i t i on ;  4 )  what t h e  revenue 

impact  would be t o  t he  LEC o f  1  i f t i n g  t h e  t ransmiss ion  monopoly and i t s  

s p e c i f i c  impact on l o c a l  r a tes ,  t o l l  ra tes ,  access charges and extended 

area s e r v i c e  (EAS); 5) t h e  e f f e c t  o f  l i f t i n g  t h e  t ransmiss ion  monopoly 

on t he  qua1 i t y  o f  l o c a l  and to1  1  serv ice ;  6 )  t h e  b e n e f i t s  t h e  customer 

would en joy i f  t he  t ransmiss ion  monopoly was l i f t e d ;  and 7 )  whether t h e  

t ransmiss ion  monopoly was hav ing  an e f f e c t  on t h e  development o f  

compe t i t i on  i n  F l o r i d a .  Th i s  statement o f  f a c t s  w i l l  l ook  a t  t h e  

evidence submi t ted on these p o i n t s  under t h e  f o l  1  owing f o u r  headings: 

A  copy of t he  p rehear ing  o rde r  which i nc l udes  each i ssue  and 
t h e  p a r t i e s '  p o s i t i o n s  r e l a t i n g  t h e r e t o  i s  i nc l uded  i n  t he  a t tached 
Appendix. (A. 68). 



LEC Adjustments t o  Competit ion, ~evenue  . Impact o f  E l  i m i n a t i n g  the  T o l l  

Transmission Monopoly, Bene f i t s  and Detr iments o f  I ntraEAEA Transmi s- 

s ion  Competit ion, and E f f e c t  o f  the Transmission Monopoly on Competi- 

t i o n  

2. LEC Adjustments t o  Competi t ion 

The evidence concerning t h i s  issue i s  o f  importance t o  the  

Commission f o r  two major reasons. F i r s t ,  t h i s  evidence enables the 

Commission t o  determine whether the LECs have made a good f a i t h  attempt 

t o  p o s i t i o n  themselves so t ransmiss ion compet i t ion can begin as soon as 

possib le.  Second, i t  gives the Commission a basis  t o  determine what 

f u r t h e r  ac t ions  need t o  be taken before the  t r a n s i t i o n  i s  over and 

whether those remaining ac ts  w i l l  have a major e f f e c t  on competi t ion. 

The evidence o f  record  r e f l e c t s  t h a t  each LEC has taken the  

necessary steps t o  prepare f o r  t ransmiss ion compet i t ion t o  the  ex ten t  

such ac t ions  are w i t h i n  the c o n t r o l  o f  the u t i l i t y .  GTFL performed an 

ana lys i s  o f  the  t o l l  market w i t h i n  i t s  serv ice  t e r r i t o r y  which took 

approximately two years. (Tr. 52). As a r e s u l t ,  GTFL produced an 

i l l u s t r a t i v e  compet i t i ve  t o l l  t a r i f f  which cou ld  be used i n  a f u l l  

compet i t i ve  environment i f  a1 lowed by the  Commission. (Tr .  148). 

Southern B e l l  has consol idated i t s  operat ions and has developed market- 

based p r i c i  ng p l  ans. (Tr.  183-184). Uni ted Tel ephone and Centra l  

Telephone Company have taken s imi  1 a r  steps. 

The problem the LECs encounter i n  complet ing the  t r a n s i  t i o n a r y  

process t o  meet compet i t ion l i e s  i n  the areas where they have no 



c o n t r o l .  As discussed by t he  Commission i n  Order No. 16343, t he  LECs 

have n o t  enjoyed t h e  necessary l a t i t u d e  under Chapter 364, F la .  S ta t .  

t o  i n s t i t u t e  t he  changes which a re  r e q u i r e d  t o  be compe t i t i ve  w i t h  t he  

IXCs. (A. 5 ) .  I n  o rde r  t o  compete, t h e  Commission must make c e r t a i n  

r e g u l a t o r y  dec is ions  which w i l l  l e a d  t o  t he  implementat ion o f  a  system 

which w i l l  enable t he  LECs t o  b i l l  and keep t h e i r  own t o l l  t r a f f i c  a t  

i n d i v i d u a l  company s p e c i f i c  r a tes .  (Tr .  53). A t  t h e  p resen t  t ime, 

LECs pool a l l  t o l l  charges s ta tew ide  and charge f o r  such c a l l s  based on 

s ta tew ide  average ra tes .  A t  a  minimum, LECs must have t h e  a b i l i t y  t o  

b i l l  t h e i r  own t o l l  charges a t  r a t e s  which a re  s p e c i f i c a l l y  a p p l i c a b l e  

t o  t h e  cos ts  and market c o n d i t i o n s  t h a t  a re  r e l e v a n t  t o  t h e i r  s e r v i c e  

t e r r i t o r i e s .  Otherwise, t h e  LECs cannot compete w i t h  the  IXCs who 

p r e s e n t l y  en joy t h i s  freedom and can s e t  r a t e s  a t  any l e v e l  they deem 

appropr ia te .6  (T r .  60). I n  a d d i t i o n ,  LECs need t he  same r e g u l a t o r y  

f l e x i b i l i t y  t o  change r a t e s  as exper ienced by t he  IXCs. 

A l l  o f  t he  f o rego ing  p red i ca tes  f o r  a  f u l l  compe t i t i ve  environment 

a re  s t i l l  be ing  exp lo red  by t h e  Commission f o r  t h e  b e s t  s o l u t i o n .  

U n t i l  these mat te rs  a re  reso lved,  t he  LECs do n o t  possess the  necessary 

t o o l  s  t o  e f f e c t i v e l y  compete i n  t he  marketplace. 

3. Revenue Impact o f  E l i m i n a t i n g  t h e  T o l l  Transmission 
Monopoly 

The a b i l i t y  t o  determine t he  impact o f  compe t i t i on  on t he  va r i ous  

LEC se rv i ces  i s  impor tan t  so t h a t  t h e  Commission can have t he  necessary 

i n f o r m a t i o n  t o  determine t h e  impact  o f  compe t i t i on  on t h e  var ious  

AT&T-C i s  s u b j e c t  t o  some r e s t r i c t i o n s  which a re  n o t  
appl  i c a b l  e  t o  o the r  IXCs. 



- in format ion t o  determine t h e  impact  o f  compe t i t i on  on t he  va r i ous  

segments o f  soc ie t y .  For  example, t he  evidence o f  r eco rd  revea l s  t h a t  

o n l y  twenty  (20%) t o  t h i r t y  (30%) pe rcen t  o f  customers i n  F l o r i d a  make 

enough t o l l  c a l l s  t o  o f f s e t  t he  r e s u l t i n g  l o c a l  se rv i ce  inc rease  which 

w i l l  come f rom compet i t i on .  (T r .  137). Accord ing ly ,  i t  i s  impo r tan t  

t o  " f o s t e r "  compe t i t i on  i n  such a  mariner as t o  avo id  t o  t he  e x t e n t  

poss ib l e  t he  i n e v i  tab1 e  cos t s  t h a t  are assoc ia ted  therewi th .  

The Commission dec l i ned  t o  make a  f i n d i n g  as t o  a  s p e c i f i c  revenue 

impact  f o r  the  i n d u s t r y  i f  t he  t ransmiss ion  monopoly was l i f t e d  due t o  

t h e  l a r g e  number o f  v a r i a b l e s  i n v o l v e d  i n  making t h a t  de te rmina t ion .  

(A. 6 ) .  The s p e c i f i c  amount o f  t he  revenue l o s s  i s  dependent on t he  

Commission's r e g u l a t o r y  a c t i o n s  i n  regard  t o  b i l l  and keep o f  LEC t o l l ,  

company s p e c i f i c  ra tes ,  r a t e  f l e x i  b i l  i ty, t r a n s f e r  o f  t he  to1  1  subs idy 

and o t h e r  i tems. (Ex. 6-80-C and T r .  130-132). However, w h i l e  t he  

s p e c i f i c  amount cou ld  n o t  be determined, t h e r e  was no doubt as t o  t he  

nega t i ve  e f f e c t  on LEC revenues. The Commission s p e c i f i c a l l y  found 

t h e r e  would be a  de t r imen ta l  e f f e c t  on t h e  LECs' revenues i f  t ransmis-  

s i o n  compe t i t i on  was a l lowed a t  t h i s  t ime. (A. 6  and 11). 

'The c u r r e n t  LEC intraLATA long-d is tance  r a t e s  p rov ide  a  sub- 

s t a n t i a l  p o s i t i v e  c o n t r i b u t i o n  t o  l o c a l  network costs ,  thus ho l  d i  ng 

down the  l e v e l  o f  l o c a l  r a tes .  To t he  e x t e n t  t h i s  t o l l  c o n t r i b u t i o n  i s  

l o s t ,  l o c a l  r a t e s  must o f  necess i t y  increase.  Statewide un i f o rm  t o l l  

r a t e s  can p rov ide  t he  c u r r e n t  l e v e l  o f  subsidy on l y  as l o n g  as t he  

t ransmiss ion  monopoly i s  i n  ex i s tence  because t he  i nexo rab le  e f f e c t  o f  



compet i t ion  w i l l  be t o  f o rce  the  p r i c e  o f  t o l l -  serv ice  towards i t s  rea l  

cos t .  This  causes a  reduc t i on  i n  revenue t o  the  LEC. 

The second major e f f e c t  t he  LECs w i l l  experience i f  t ransmiss ion 

compet i t ion  i s  implemented i s  a  reduc t i on  i n  revenue as the  IXCs begin 

t o  ca r r y  intraEAEA t r a f f i c  on t h e i r  own f a c i l i t i e s .  i d . .  These 

reduc t ions  w i l l  n o t  be o f f s e t  t o t a l l y  by increased access charge 

revenues. ( T r  . 70). 

4. B e n e f i t s  and Detr iments o f  IntraEAEA Transmission 
Competi t ion 

The major de t r iment  t he  Commission found i f  t ransmiss ion 

compet i t ion  i s  al lowed, based on c u r r e n t  circumstances, i s  t h a t  t h e  

IXCs w i l l  i n e v i t a b l y  b u i l d  networks on those rou tes  which possess a  

h igh  densi ty / low c o s t  p r o f i l e  i n  order  t o  make the  most p r o f i t .  (Tr.  

373). I n  f a c t ,  on an interEAEA basis ,  t he  IXCs are l oca ted  on h igh  

v o l ~ ~ m e  rou tes  and i n  l a r g e  p a r t  serve l a r g e  customers. (Tr.  112). 

AT&T-C s p e c i f i c a l l y  t e s t i f i e d  t h a t  i t was no t  i n t e r e s t e d  i n  d u p l i c a t i n g  

t h e  LECs e x i s t i n g  networks, b u t  was l o o k i n g  t o  prov ide specia l  serv ices  

t o  l a r g e  customers. (Tr.  496-497). I n  f ac t ,  AT&T-C t e s t i f i e d  t h a t  

IXCs " w i l l  no t  b ~ ~ i  l d  f a c i  1  i t i e s  t h a t  are no t  economical ly j u s t i f i e d ,  

because o f  t h e i r  own s e l f  i n t e r e s t  i n  making money." (Tr.  398). I n  

t h e  l ong  run, t h i s  cou ld  r e s u l t  i n  a  l o s s  o f  subsid ies from h igh  volume 

rou tes  t o  such an ex ten t  as t o  f o rce  the  abandonment o f  low volume t o l l  

routes. (A. 8 ) .  I f  t h i s  occurs, the  on ly  a l t e r n a t i v e  would be t o  

increase l o c a l  r a t e s  i n  order  t o  ma in ta in  un iversa l  t o l l  serv ice.  

( i d . ) .  



The b e n e f i c i a r i e s  o f  intraEAEA . t ransmiss ion compe t i t i on  a re  

large-volume to1  1 users and t he  IXCs who b u i l d  networks t o  serve them. 

(T r .  59). The b e n e f i t s  these two groups w i l l  r ece i ve  i f  t ransmiss ion  

compe t i t i on  i s  a l lowed a t  t h i s  t ime  w i l l  come a t  t he  expense o f  t he  

average customer. The average customer w i l l  r ece i ve  h i ghe r  l o c a l  r a t e s  

t o  o f f s e t  t h e  l o s s  o f  subsidy f rom t o l l  r a tes ,  b u t  w i l l  n o t  have 

s u f f i c i e n t  h i gh  long-d is tance  c a l l  i ng volumes t o  t ake  advantage o f  

lower  to1  1 ra tes .  

5. E f f e c t  o f  t h e  Transmiss ion Monopoly on Compet i t ion 

The Commission found t h a t  t h e  t ransmiss ion  monopoly by d e f i n i t i o n  

had t o  have some nega t i ve  e f f e c t  on u n b r i d l e d  t ransmiss ion  compet i t i on .  

(A. 5 ) .  However, t he  f a c t  remains t h a t  t h e r e  i s  compe t i t i on  today on 

an intraEAEA bas i s  through t he  r e s a l e  o f  WATS and MTS. The evidence o f  

r eco rd  revea l s  t h a t  t h i s  t ype  o f  intraEAEA compe t i t i on  has been growing 

a t  a  s u b s t a n t i a l  r a t e .  (T r .  62). 'The reco rd  f u r t h e r  shows t h a t  such 

growth w i l l  con t i nue  i n  t he  f u t u r e .  To t h e  e x t e n t  t he re  i s  a  nega t i ve  

e f f e c t  on compet i t i on ,  t h e  Commission found t h e r e  were o f f s e t t i n g  

p u b l i c  i n t e r e s t  cons ide ra t i ons  i n  t h e  form o f  revenue s t a b i l i t y  and 

u n i v e r s a l  se rv ice .  (A. 5 ) .  



111. SUMMARY OF ARGUMENT 

T h i s  case concerns t he  second appeal by t he  major IXCs i n  F l o r i d a  

rega rd ing  t h e  a u t h o r i t y  o f  t he  F l o r i d a  P u b l i c  Serv ice  Commission t o  

" f o s t e r "  t h e  development o f  compe t i t i on  i n  t h i s  s t a t e  by c o n t r o l l i n g  

t h e  pace a t  which compe t i t i on  i s  i n t r oduced  and t he  methods u t i l i z e d  t o  

c a r r y  long-d is tance  t r a f f i c  w i t h i n  c e r t a i n  1  i m i  t e d  market areas. It i s  

GTFL ' s  p o s i t i o n  t h a t  t h e  Corr~mission ' s  a c t i o n  conforms t o  t he  po l  i c y  

dec is ions  made by t he  l e g i s l a t u r e  and t h e  op in ions  issued by t h i s  Cour t  

on t h i s  t o p i c .  

GTFL submits f o u r  bas i c  arguments i n  response t o  t he  b r i e f s  o f  t he  

Appel 1  an t s  f o r  t he  C o u r t ' s  cons idera t ion .  F i r s t ,  GTFL demonstrates 

t h a t  Order No. 16343 i s  c o n s i s t e n t  w i t h  t he  p r i n c i p l e s  espoused by t h i s  

Cour t  i n  t he  M i c r o t e l  dec i s i on  c i t e d  supra. 'Thus, GTFL takes  excep t ion  

t o  t h e  a l l e g a t i o n  t h a t  t h e  Commission has overstepped i t s  a u t h o r i t y  by 

t a k i n g  s teps t o  i n t r o d u c e  compe t i t i on  i n  a  manner t h a t  s a t i s f i e s  t he  

p u b l i c  i n t e r e s t .  Second, GTFL w i l l  respond t o  t h e  Appe l l an t s '  

con ten t i on  t h a t  t he  t o l l  t ransmiss ion  monopoly has been made permanent 

by t h e  Commission. I t  i s  GTFL's p o s i t i o n  t h a t  t h e  t ransmiss ion  

monopoly was extended because t he  t r a n s i t i o n a r y  p e r i o d  needed t o  p lace 

a l l  p a r t i c i p a n t s  on a  l e v e l  p l a y i n g  f i e l d  has n o t  been completed. When 

t h e  t r a n s i t i o n  i s  over, any p a r t y  can make t he  showing r e q u i r e d  by the  

Commission t o  a l l o w  the  implementat ion o f  compe t i t i on  i n t o  a l l  aspects 

o f  t he  long-d is tance  market. Th i rd ,  GTFL w i l l  show t h a t  Order No. 

16343 does n o t  change fundamental s t a t e  p o l i c y  o r  r e s u l t  i n  an 



u n c o n s t i t u t i o n a l  de lega t ion  o f  power. F i n a l l y ,  GTFL w i l l  r e f u t e  

Appel l  a n t s '  content ion  t h a t  t h e  Commission I s  o rder  i s  no t  supported by 

competent and s u b s t a n t i a l  e v i  dence. 



I V .  ARGUMENT 

A. THE COMMISSION'S EXTENSION OF THE TOLL TRANSMISSION 
MONOPOLY I S  CONSISTENT WITH THIS COURT'S 1986 RULING 
WHICH I S  DIRECTLY ON POINT. 

T h i s  appeal f i n d s  t h e  i d e n t i c a l  p a r t i e s  d isagree ing  on t h e  

i d e n t i c a l  i s sue  which was t h e  s u b j e c t  o f  an i d e n t i c a l  appeal decided by 

t h i s  Cour t  l e s s  than one y e a r  ago i n  M i c r o t e l  v. F l o r i d a  P u b l i c  Se rv i ce  

Commission, 483 So.2d 415 (F la .  1986)./ I n  such case, t h e  i s sue  

be fo re  t h e  Cour t  was whether t h e  Commission had t he  power and a u t h o r i t y  

t o  c o n t r o l  t he  pace a t  which c o n ~ p e t i t i o n  i s  i n t r oduced  i n  t h e  s t a t e  o f  

F l o r i d a .  The IXCs took t h e  p o s i t i o n  t h a t  t he  s t a t u t o r y  amendment t o  

Sec t i on  364.335(4) was abso lu te  and the  Commission had no a u t h o r i t y  t o  

i n s t i t u t e  an i n t e r i m  t o l l  t ransmiss ion  monopoly i n  o rder  t o  p r o t e c t  the  

pub1 i c  i n t e r e s t .  Th i s  Cour t  d isagreed w i t h  t he  fo rego ing  a s s e r t i o n  i n  

M i c r o t e l  I 1  f o r  t h r e e  reasons. F i r s t ,  t h e  Cour t  noted t h a t  w h i l e  t he re  

was an i n t e r i m  t o l l  t ransmiss ion  nionopoly i n  e f f e c t  f o r  c e r t a i n  p a r t s  

o f  t he  s ta te ,  t h e r e  was u n l i m i t e d  co r r~pe t i t i on  f o r  i n t r a s t a t e  interEAEA 

t r a f f i c .  Thus, t h e  t ransmiss ion  monopoly was o n l y  i n  e f f e c t  f o r  

c e r t a i n  l i m i t e d  areas.8 Second, t h e  Cour t  r e l i e d  upon t h e  f a c t  t h a t  

t h e  t o l l  t ransmiss ion  monopoly was f o r  a  l i m i t e d  p e r i o d  o f  t ime and 

' H e r e i n a f t e r  r e f e r r e d  t o  as M i c r o t e l  11. 

GTFL notes t h a t  even w i t h i n  an EAEA the  I X C  i s  f r e e  t o  
compete w i t h  t h e  LEC through t he  r e s a l e  o f  MATS and MTS. Th i s  was 
n o t  p o s s i b l e  p r i o r  t o  t h e  s t a t u t o r y  amendment i n  1982 t o  Sec t i on  
364.335 ( 4 ) .  Theref  ore, t he  IXCs can compete s ta tew ide  today. The 
o n l y  r e s t r i c t i o n  i s  the  method by which c a l l s  are c a r r i e d  w i t h i n  an 
EAEA. 



would be reviewed i n  September, 1986. Th i rd ,  t h i s  Cour t  s p e c i f i c a l  l y  

h e l d  t h a t  Sec t i on  364.335(4) does n o t  mandate t h a t  I X C  c e r t i f i c a t e s  be 

i s sued  when such an a c t i o n  would be c o n t r a r y  t o  t h e  p u b l i c  i n t e r e s t .  

Th i s  Cour t  f u r t h e r  recognized t h a t  t he  p u b l i c  i n t e r e s t  was a  f a c t o r  i n  

making an o r d e r l y  t r a n s i t i o n  t o  f u l l  compe t i t i on  on long-d is tance  

serv ices .  Based on t he  f o rego ing  t h r e e  f ac to r s ,  t h i s  Cour t  concluded 

as f o l l o w s :  

We r e i t e r a t e  our  conc lus ion  i n  M i c r o t e l  , Inc .  t h a t  
t h e  l e g i s l a t u r e  has made t h e  fundamental and 
p r imary  d e c i s i o n  t h a t  t he re  wi 11 be compe t i t i on  i n  
i n t r a s t a t e  l ong  d is tance  telephone serv ice,  b u t  do 
n o t  read t he  s t a t u t e  o r  M i c r o t e l ,  Inc .  so expan- 
s i  v e l y  as t o  r e q u i r e  i n s t a n t ,  un l  i m i  t e d  compe t i t i on  
i n  a l l  l o n g  d i s tance  serv ices .  The i n t e r i m  p l a n  o f  
PSC appears t o  be a  w e l l  reasoned and c a r e f u l l y  
c r a f t e d  response t o  t he  l e g i s l a t i v e  d i r e c t i o n  and 
t o  t he  p u b l i c  i n t e r e s t .  (Emphasis added) (483 So.2d 
a t  418-419) 

Noth ing  has changed s ince  t he  C o u r t ' s  dec i s i on  i n  M i c r o t e l  I 1  t o  

i n d i c a t e  t h a t  t he  i n t e r i m  p l a n  i s  no l onge r  needed. A hea r i ng  was h e l d  

which l e d  t o  t h e  Commission making t h e  u l t i m a t e  f i n d i n g  t h a t  t h e  

t r a n s i t i o n  f rom a  t o t a l  monopoly t o  a  compe t i t i ve  environment was n o t  

complete. Such a  conc lus ion  i s  ha rd l y  s u r p r i s i n g .  The t o t a l  monopoly 

c o n f i g u r a t i o n  o f  t h e  telecommunicat ions i n d u s t r y  had been i n  e f f e c t  f o r  

approx imate ly  one hundred years.  The amendment i n  the  F l o r i d a  s t a t u t e s  

came i n  t h e  l a t t e r  p a r t  o f  1982. T o l l  t ransmiss ion  monopolies have 

o n l y  been i n  e f f e c t  s i nce  l a t e  1984. One cannot reverse  t h e  s t r u c t u r e  

o f  an e n t i r e  i n d u s t r y  ove rn igh t - - a t  l e a s t  where a  p a r t  o f  t he  i n d u s t r y  

i s  h e a v i l y  r egu la ted  and t he  pub1 i c  i n t e r e s t  i s  a  major concern. Time 

i s  needed t o  r e s o l v e  c o n f l i c t s  w i t h  a  knowledgeable plan. It i s  no 



easy task  t o  i n t r oduce  compe t i t i on  i n t o  every f a c e t  o f  t he  

long-d is tance  market i n  a  manner which balances bo th  t he  i n t e r e s t  o f  

t h e  in terexchange c a r r i e r ,  the  LEC and the  consumer as recognized by 

t h e  Cour t  i n  M i c r o t e l  11. 

Among the  d i f f i c u l  t i e s  faced by the  communications 
i n d u s t r y  and PSC as a r e s u l t  o f  the  AT&T d i v e s t i -  
t u r e  and t he  enactment o f  chap te r  82-51 i s  how t o  
p rov ide  customers w i t h  equal access t o  competing 
1 ong d is tance  telephone companies, w h i l e  m in im iz i ng  
t h e  c o s t  o f  the  t r a n s i t i o n  and ma in ta i n i ng  un i ve rsa l  - 
i ty and qua1 i ty o f  se rv i ce  and, concomi tant ly ,  how 
t o  compensate l o c a l  te lephone companies f o r  t he  use 
o f  t h e i r  l o c a l  exchange f a c i l i t i e s  i n  complet ing 
1 ong d is tance  telephone c a l l s .  (483 So.2d a t  418). 

The same t r a n s i t i o n a l  process which was be fo re  the  Cour t  a  yea r  

ago i s  s t i l l  c o n t i n u i n g  today. The t o l l  t ransmiss ion  areas have n o t  

been enlarged o r  changed. The monopoly i s  s t i l l  f o r  a  l i m i t e d  p e r i o d  

o f  t ime. None o f  t he  t h r e e  f a c t o r s  which t he  Cour t  r e l i e d  on i n  

M i c r o t e l  I 1  a r e  any l e s s  r e l e v a n t  and p e r t i n e n t  t o  t he  i n s t a n t  case. 

The Cour t  should a f f i r m  Order No. 16343. 

B. THE COMMISSION DID NOT MAKE THE TOLL TRANSMISSION 
MONOPOLY PERMANENT CONTRARY TO THE ASSERTIONS OF THE IXCs. 

The IXCs have i n t e r j e c t e d  o n l y  one new issue  i n t o  t h i s  appeal 

concern ing whether t h e  Commission has made t he  t o l l  t ransmiss ion  

monopoly permanent. GTFL submits t h a t  t h i s  i s sue  i s  a  r e d  h e r r i n g  and 

has been i nc l uded  f o r  no o t h e r  reason than t o  try t o  come under the  

parameters o f  t h e  Cou r t ' s  i n v i t a t i o n  i n  M i c r o t e l  I 1  t o  examine t h e  

i s s u e  on t h e  m e r i t s  i f  t he  t ransmiss ion  monopoly was made permanent. 

The t ransmiss ion  monopoly was d e f i n i t e l y  extended i n  Order No. 16343 

f o r  an a d d i t i o n a l  p e r i o d  o f  t ime u n t i l  a  p o i n t  i n  t he  f u t u r e  when t he  



p u b l i c  i n t e r e s t  can absorb f u l l  long-d is tance compet i t ion.  However, 

t he  Commission's order  and the evidence o f  record  revea ls  i t  was n o t  

made permanent. 

The evidence revea ls  t h a t  no LEC, the  p a r t y  w i t h  the g rea tes t  

f i n a n c i a l  i n t e r e s t  a t  stake, advocated a permanent extension o f  the 

t ransmiss ion monopoly through sworn testimony. Indeed, some LECs such 

as Southern B e l l  made no recommendation t o  t he  Commission a t  a l l  as t o  

whether t he  t ransmiss ion monopoly should even be reta ined,  much l e s s  

f o r  a  c e r t a i n  pe r i od  o f  t ime. I n  GTFL's case, test imony was f i l e d  

suppor t ing  an extension o f  f rom th ree  t o  f i v e  years. (Tr.  64). GTFL's 

recommended extension was based on the  t ime needed t o  complete the  

pending t r a n s i t i o n a l  process so t h a t  f u l l  compet i t ion  would be on terms 

cons i s ten t  w i t h  the  p u b l i c  i n t e r e s t .  

A f a i r  read ing  o f  the Commission's order  leads t o  a s i m i l a r  

conclusion. The Commission c rea ted  t o l l  t ransmiss ion monopolies and 

EAEAs as a p a r t  o f  i t s  landmark dec is ion  i n  Order No. 12765. EAEAs 

were created due t o  the Commission's be1 i e f  t h a t  competi t i o n  should be 

viewed from the customer's perspect ive.  (Tr.  47). The i n t e r i m  

t ransmiss ion monopoly was c rea ted  t o  p rov ide  a t r a n s i t i o n a l  pe r i od  

whereby LECs cou ld  p o s i t i o n  themselves t o  meet compet i t ion  and t o  

promote revenue s t a b i  1  i ty. I n  add i t ion ,  t he  Commission f e l t  t h a t  

d u p l i c a t i o n  o f  f a c i l i t i e s  should be avoided. (Tr .  49). 

The extension o f  t he  t ransmiss ion monopoly i n  t h e  order  under 

rev iew was given because the  above a c t i o n  i tems have no t  been com- 

p leted.  Two p e r t i n e n t  quotes from the  Commission's order  graphica l  l y  

demonstrate t h i s  po i  n t .  



V i r t u a l l v  a l l  ~ a r t i e s  recoanize t h a t  t he  
indus t ry "  i s  i n '  a  s t a t e  o f  i r a n s i  t i o n  f rom t h e  
u b i q u i t o u s  r e g u l a t o r y  . environment o f  yesterday 
t o  t h e  compe t i t i ve  environment o f  t he  p resen t  
and fu ture:  The p resen t  t r a n s i t i o n a l  na tu re  
o f  t he  market, i n  con junc t i on  w i t h  t he  f a c t o r s  
discussed below, d i c t a t e  a  c a r e f u l  a n a l y s i s  o f  
t oday ' s  cond i t i ons .  The r e s u l t  o f  t h i s  
a n a l v s i s  i s  our  f i n d i n a  t h a t  r e t e n t i o n  o f  TMAs 
i s  in the  pub1 i c  i n t e r e s t  a t  present .  Order 
No. 16343. (A. 4 ) .  

I n  Order No. 13750, i s sued  October 5, 1984, 
we viewed TMAs as an i n t e r i m  measure t o  be 
reviewed p r i o r  t o  September 1, 1986. That 
rev iew i s  now complete. We be l i eved  t h a t  by 
t h i s  t i m e  NTS cos t s  would have been de-loaded 
f rom access charges, t he  LECs would have 
been b i l l i n g  and keeping t o l l  charges, and 
p r i  vate-1 i ne p r i c i n g  woul d  have been r e s o l  ved. 
These events  have n o t  as y e t  taken place. As 
&the 
p u b l i c  i n t e r e s t  t o  a b o l i s h  'TMAs. Order No. 
16343. (Emphasis Added) (A. 15) .  

The t ransmiss ion  monopoly was con t inued  because t he  Commission's 

master p l a n  as d e t a i l e d  i n  Order No. 12765 was n o t  y e t  complete. The 

LECs are  n o t  ab le  t o  compete on an equal b a s i s  w i t h  t he  IXCs on e i t h e r  

a  c o s t  o r  f l e x i b i l i t y  bas is .  I f  t h e  t ransmiss ion  monopoly i s  n o t  

extended, t he  end r e s u l t  w i l l  be a severe blow t o  ra tepayers.  When t h e  

t r a n s i t i o n a l  process i s  over, any p a r t y  w i l l  be ab le  t o  show " s i g n i f i -  

c a n t l y  changed circumstances" which w i l l  b r i n g  about an end t o  t h e  t o l l  

t ransmiss ion  monopoly pursuant  t o  t h e  terms o f  t he  Commission ' s  order .  



C. THE COMMISSION'S EXTENSION OF THE TOLL TRANSMISSION 
MONOPOLY DOES NOT CONSTITUTE AN UNCONSTITUTIONAL 
DELEGATION OF POWER OR AN UNJUSTIFIED ATTEMPT TO 
PROTECT THE PUBLIC INTEREST. 

The Appe l lan ts  i n  t h i s  proceeding make t h e  argument t h a t  t h e  

Commission's ex tens ion  o f  t he  t ransmiss ion  monopoly cannot be j u s t i f i e d  

by "some r o v i n g  commission t o  p r o t e c t  t h e  p u b l i c  i n t e res t . " '  GTFL 

submits t h a t  such an argument ignores  t he  f a c t s  o f  t h e  proceeding 

be fo re  t h e  Commi ss i on  and t h i s  C o u r t ' s  p rev ious  dec is ions  concern ing 

Sec t i on  364.335(4). 

I n  M i c r o t e l ,  Inc .  v. F l o r i d a  P u b l i c  Serv ice  Comm'n., 464 So.2d 

1189 (F la .  1985),1° t h i s  Cour t  was presented w i t h  i t s  f i r s t  

o p p o r t u n i t y  t o  cons t rue  t h e  1982 s t a t u t o r y  amendments which permi t 

1 ong-di s tance compe t i t i on  i n  F l o r i d a .  Th i s  Cour t  conc l  uded t h a t  

". . . the  l e g i s l a t u r e  had made t h e  fundamental and p r imary  po l  i c y  

dec i s i on  t h a t  t h e r e  be compe t i t i on  i n  long-d is tance  telephone serv ice .  " 

464 So.2d a t  1191. The main i s sue  i n  M i c r o t e l  I concerned whether an 

I X C  ( n o t  a  LEC) c o u l d  keep o the r  IXCs o u t  o f  t he  f i e l d .  I n  answering 

t h e  f o rego ing  ques t ion  i n  a  nega t i ve  manner, t h e  Cour t  reached c e r t a i n  

conc lus ions  regard ing  Sec t ions  364.335 and 364.337. F i r s t ,  t he  Cour t  

no ted  t h a t  t he  Commission must be guided by t he  p u b l i c  i n t e r e s t  i n  

g r a n t i n g  c e r t i f i c a t e s  and t h e i r  r e s p e c t i v e  cond i t i ons .  Second, t he  

Cour t  dec la red  t h a t :  

The c l e a r  l e g i s l a t i v e  i n t e n t  t o  f o s t e r  competi t i o n  
a1 so i 11 umi nates t h e  pub1 i c  i n t e r e s t  s tandard o f  
s e c t i o n  364.335(4). We a re  o f  t h e  op in i on  t h a t  
adequate standards and gu i  de l  i nes a re  p rov ided  i n 

AT&T-C I n i t i a l  B r i e f ,  page 9. 
lo Here ina f t e r  r e f e r r e d  t o  as M i c r o t e l  I. 



t h i s  s t a t u t e  i n  l i g h t  o f  the l e g i s l a t i v e  o b j e c t i v e  
t o  b r i n g  compet i t ion i n t o  t h i s  business area which 
had no t  here to fore  ex is ted.  (Emphasis added) 
464 So.2d a t  1191. 

Webster's New Co l l eg ia te  D ic t i ona ry  def ines the word " f o s t e r "  as: 

" t o  promote the growth o r  development o f :  encourage. "I1 ~ h u s ,  i n  

M ic ro te l  I, the Court noted t h a t  the s ta tus  o f  compet i t ion was one 

which would grow and develop over the years. Competit ion i n  a1 1  face ts  

o f  the lor lg-distance liiarket was no t  an event t h a t  would take p lace 

overn ight .  

M ic ro te l  I 1  which concerned the IXCs' f i r s t  appeal o f  the i n t e r i m  

t o l l  t ransmission monopoly fo l lowed the foundation l a i d  by the Court  i n  

M ic ro te l  I. The Court s p e c i f i c a l l y  he ld  t h a t  c e r t i f i c a t e s  should no t  

be iss l led i n  a  manner cont rary  t o  the  pub l i c  i n t e r e s t  and t h a t  the 

s t a t ~ ~ t o r y  amendments do no t  requ i re  " i ns tan t ,  unl i m i  t e d  competi t ion." 

483 So.2d a t  418. 

Based on the  foregoing two cases, GTFL i s  a t  a  l o s s  t o  understand 

how the  Commission i s  abusing the  p u b l i c  i n t e r e s t  o r  changing the  

statewide competi t i v e  pol i c y  declared by the l e g i s l a t u r e .  The Commi s- 

s ion  i s  ~ i ie re ly  s e t t i n g  the  stage so t h a t  f a i r  compet i t ion can be had i n  

t he  long run  f o r  the  b e n e f i t  o f  the  I X C ,  LEC and ratepayer  a1 i ke .  The 

LECs proved and the Commission found t h a t  the t r a n s i t i o n  was no t  over 

and t h a t  the i ndus t r y  was not  ready f o r  f u l l  competi t ion. A comparison 

o f  the a b i l i t i e s  o f  the I X C  and LEC t o  compete demonstrates t h a t  the 

Commi ss ion  was cor rec t .  

I f  the Commission approved f u l l  t ransmiss ion compet i t ion a t  t h i s  

t ime based on the cu r ren t  s t a t e  o f  a f f a i r s ,  the f o l l o w i n g  r u l e s  would 

l1 webster 's  New C o l l e g i a t e  D ic t i ona ry  (1981) 



be i n  e f f e c t  f o r  the IXCs. The IXCs would be f ree  t o  p ick  up only  the 

t r a f f i c  they desi red which would be h igh  volume/low c o s t  t r a f f i c .  The 

IXCs would have no o b l i g a t i o n  t o  be a  prov ider  o f  l a s t  r e s o r t  on 

intraEAEA t r a f f i c  as does the LEC. The IXCs cou ld  b u i l d  t h e i r  networks 

on ly  t o  l u c r a t i v e  customers. A l l  IXCs cou ld  change ra tes  as they deem 

appropr iate.  A l l  IXCs w i t h  the except ion o f  AT&T-C can change ra tes  

w i t h  v i r t u a l l y  no regu la to ry  overs ight .  I n  summary, the r u l e s  under 

which the IXCs operate g ive  them considerable f l e x i b i l i t y  t o  c o n t r o l  

t h e i r  own des t i n ies  and meet compet i t ion as they see f i t .  

On the  o ther  hand, the f o l l o w i n g  r u l e s  would be i n  e f f e c t  f o r  the 

LECs. A l l  intraEAEA long-dis tance revenues would be placed i n t o  one 

statewide pool and would be re turned t o  the  LECs based on expense and 

investment. Thus, GTFL's revenue stream would be a f f e c t e d  by the h igh  

c o s t  o f  serv ice  o f  some o ther  companies. The h igh cos t  and low cos t  

areas are averaged by pool ing, r e s u l t i n g  i n  revenues which have l i t t l e  

appl i c a b i l  i ty t o  a  telephone company's s p e c i f i c  s i t u a t i o n .  I n  

add i t ion ,  the LECs have t o  b i l l  statewide average ra tes .  Fur ther ,  the 

LECs must serv ice  a l l  customers w i t h i n  t h e i r  serv ice  t e r r i t o r y  and 

prov ide  a  qua1 i ty network. I n  summary, the LECs have l i t t l e  a b i l i t y  t o  

c o n t r o l  t h e i r  des t i n ies  and, today, do no t  have ava i l ab le  the t o o l s  t o  

meet competi t ion. 

GTFL i s  sure t h a t  any o f  the  IXCs would l i k e  t o  compete i n  a  

s i t u a t i o n  where the  LECs are defenseless and the IXCs have the upper 

hand. However, t h i s  type o f  scenario i s  exac t l y  what leads t o  h igh  

revenue losses t o  the LECs from t ransmiss ion competi t ion. The Commi s- 

s ion  has decreed t h a t  unb r id led  compet i t ion i s  n o t  proper u n t i l  the 



r u l e s  a re  equa l i zed  f o r  a l l  p a r t i e s .  I f  the  r u l e s  a re  n o t  equal ized, 

t h e  LECs w i l l  be damaged r e s u l t i n g  i n  a  d i r e c t  nega t i ve  impact t o  t h e  

1 ocal  ra tepayer .  

The i n s t a n t  s i t u a t i o n  i s  a  f a r  c r y  f rom t h e  f a c t s  con ta ined  i n  

S t a t e  Department o f  T ranspo r ta t i on  v. Mayo, 354 So.2d 359 (F la .  1978), 

which Appe l lan ts  r e l y  on f o r  a u t h o r i t y  t h a t  t he  Commission cannot 

p r o t e c t  t h e  p u b l i c  i n t e r e s t .  I n  Mayo, t h e  Commission implemented 

minimum r a t e s  f o r  c e r t a i n  t r u c k e r s  based on i t s  s a f e t y  a u t h o r i t y .  The 

Commission f e l t  minimum r a t e s  woul d  inc rease  compl iance  w i t h  necessary 

v e h i c l e  maintenance procedures. The Cour t  reversed t h e  Commission on 

t h e  grounds t h a t  t h e  p u b l i c  i n t e r e s t  cou ld  n o t  be a j u s t i f i c a t i o n  f o r  

u s i n g  ratemakiog as a means t o  en fo rce  s a f e t y  when t h e  s t a t u t e  

s p e c i f i c a l  l y  exempted t h e  c a r r i e r  f rom t h e  Commission's r a t e - f i x i n g  

powers. I n  t h i s  case, t h e  Commission has a s t a t u t e  which uses t h e  term 

p u b l i c  i n t e r e s t  and two Supreme Cour t  dec is ions  which recognize t h e  

Commission's a u t h o r i t y  t o  phase- in compe t i t i on  t o  ensure t h e  maximum 

b e n e f i t s  f rom compet i t ion.  

These same fac t s  make Appel 1  a n t ' s  de lega t i on  o f  powers argument 

e q u a l l y  i n a p p l i c a b l e .  M C I  c i t e s  t h e  Cour t  t o  Askew v. Cross Key 

Waterways, 372 So.2d 913, 925 (F la .  19781, f o r  t h e  p r o p o s i t i o n  t h a t  

w h i l e  t h e  l e g i s l a t u r e  may de lega te  in iplementat ion o f  s t a t e  po l  i c y ,  i t  

cannot de legate t h e  de te rmina t ion  o f  what t h a t  fundamental s t a t e  p o l i c y  

should be. Here, t h e r e  i s  no ques t ion  t h a t  t he  po l  i c y  has been estab- 

l i s h e d  by t h e  l e g i s l a t u r e  f o r  t h e r e  t o  be compet i t i on .  The F l o r i d a  

Commission i s  implement ing t h a t  p o l i c y  through c o n t r o l l i n g  t he  pace and 



methods which can be used t o  compete i n  a l i m i t e d  segment o f  t he  

market. The Commission i s  a c t i n g  i n  a proper, c o n s t i t u t i o n a l  manner i n  

implementing the  pol  i c y  p rudent ly .  

F i n a l l y ,  t he  Court  should n o t  be mis led  by t h e  attempted 

comparison made by M C I  i n  i t s  b r i e f  between the  f a c t s  o f  t he  Cross Key 

case and the  sub jec t  mat te r  o f  t h i s  appeal. I n  Cross Key, t he  

1 e g i s l a t u r e  delegated t o  t he  D i v i s i o n  o f  S ta te  Planning the  a b i l i t y  t o  

recommend t o  t he  Admin i s t ra t i on  Commission t h a t  c e r t a i n  p a r t s  o f  t he  

s t a t e  be c l a s s i f i e d  as "areas o f  c r i t i c a l  concern." The s t a t u t e  was 

declared t o  be u n c o n s t i t u t i o n a l  because the re  was no l e g i s l a t i v e  

d e l i n e a t i o n  o f  how the  areas would be selected. M C I  t r i e s  t o  compare 

t h e  "areas o f  c r i t i c a l  concern" t o  t he  t o l l  monopoly areas on the  bas is  

t h a t  there  was no standard from the  l e g i s l a t u r e  on how t o l l  monopoly 

areas would be created. 

The comparison i s  i napp rop r i a te  because the  to1 1 monopoly area i s  

n o t  a mat te r  o f  undeclared s t a t e  p o l i c y  which was delegated t o  t he  

agency as was the  case i n  Cross Key. I n  t h i s  case, the  to1 1 monopoly 

area i s  t he  veh i c le  used t o  implement compet i t ion  i n  a reasonable and 

prudent manner t o  e f f e c t u a t e  t he  e x i s t i n g  fundamental p o l i c y  o f  

compet i t ion.  

D. THE COMMISSION'S ORDER I S  SUPPORTED BY COMPETENT AND 
SUBSTANTIAL EVIDENCE AND T H I S  COURT CANNOT SUBSTITU'TE 
I T S  OPINION FOR THAT OF THE COMMISSION. 

Appe l lan ts  have presented argument t o  t h i s  Court  t h a t  there  w i l l  

be no revenue e f f e c t  t o  t he  LECs i f  the  to1 1 t ransmiss ion monopoly i s  

1 i f t e d  because the  l o s t  to1 1 revenue w i l l  be replaced by increased 



access charge revenue. Evidence was presented on t h i s  i s sue  by bo th  

t h e  LECs and t h e  IXCs. The Commission f o r  reasons which w i l l  become 

obvious i n f r a ,  chose t o  be1 i e v e  t h e  LECs revenue p ro jec t i ons .  

It i s  w e l l  s e t t l e d  t h a t  t h e  Commission's dec is ions  must be 

suppor ted by competent and s u b s t a n t i a l  evidence. Duval U t i l i t y  Company 

v. F l o r d i a  P u b l i c  Serv ice  Commission, 380 So.2d 1028 (F la .  1980); 

C i t i z e n s  o f  F l o r i d a  v. Hawkins, 356 So.2d 254 (F la .  1978); City o f  

P l a n t  City v. Mayo, 337 So.2d 966, 974 (F la .  1976). I n  t h e  Duval case, 

supra, t h e  Cour t  de f i ned  competent and s u b s t a n t i a l  evidence as 

f o l l o w s :  

Corr~petent s u b s t a n t i a l  evidence i s  'such evidence as 
w i l l  e s t a b l i s h  a s u b s t a n t i a l  bas i s  o f  f a c t  f rom 
which the  f a c t  a t  i s sue  can reasonably be i n f e r r e d  
[or ] .  . .such re1 evan t  evidence as a reasonable mind 
would accept as adequate t o  suppor t  a conc lus ion.  ' 
De Groot  v. S h e f f i e l d ,  95 So.2d 912, 916 (F la .  1957) 
380 So.2d a t  1031 (F la .  1980) 

GTFL submits t h a t  t he  B r i e f s  o f  t he  IXCs on t h i s  p o i n t  do no th i ng  

more than reargue t h e  evidence. Such a t a c t i c  i s  u n c o n t r o v e r t i b l e  

p r o o f  t h a t  t h e  Commission's d e c i s i o n  i s  supported by competent and 

s u b s t a n t i a l  evidence. The or l ly  f a c t  which t he  IXCs cannot accept  i s  

t h e  u l t i m a t e  conc lus ion  which t h e  Commission reached a f t e r  cons ide r i ng  

a l l  t h e  evidence i n  t h i s  mat ter .  

Now, t he  IXCs a re  ask ing  t h i s  Cour t  t o  reach a d i f f e r e n t  dec i s i on  

based on t he  exac t  same f a c t s .  This,  t he  Cour t  cannot do. It i s  w e l l  

e s t a b l i s h e d  i n  F l o r i d a  t h a t  t h e  Cou r t  w i l l  n o t  s u b s t i t u t e  i t s  op in i on  



f o r  t h a t  o f  the Commission merely because a d i f f e r e n t  r e s u l t  could have 

been reached based on the  evidence. This Court recen t l y  s ta ted i t s  

p o s i t i o n  on t h i s  issue i n  Gu l f  Power Company v. F l o r i d a  Pub l ic  Serv ice 

Commission, 453 So.2d 799, 803 (Fla.  1984) as fo l lows:  

We have repeatedly s ta ted  the  standard o f  j u d i c i a l  
review by which we are guided when we review PSC 
orders. We w i l l  no t  over turn  an order o f  t he  PSC 
because we would have a r r i v e d  a t  a d i f f e r e n t  r e s u l t  
had we made the  i n i t i a l  decis ion and we w i l l  no t  
reweigh the  evidence. Our task i s  t o  determine 
whether competent substant ia l  evidence supports a 
PSC order. C i t i zens  v. Pub l ic  Serv ice Commission, 
435 So.2d 783 (F la .  1983): C i t i zens  v. Pub l ic  .. ~ 

Service ~ommi ss ion 425 So. 2d Fla.  
Shevi n v. Yarborough, 274 SO. !i45h5 ( ~ 1  i98:k3). 

The PSC was presented w i t h  c o n f l i c t i n g  evidence. 
It understood Gul f ' s proposal, i d e n t i f i e d  i t s  
concerns, and gave Gu l f  every oppor tun i ty  t o  
exp la in  why i t s  customers should support more o f  
P lan t  Daniel than the  pro r a t a  share o f  those u n i t s  
committed t o  t h e i r  serv ice.  Gu l f  d i d  not  provide 
an answer t h a t  was s a t i s f a c t o r y  t o  the PSC. 

See also: C i t i zens  v. Pub l ic  Service Commission, 448 So.2d 1024 

(Fla.  1984) and General Telephone Company o f  F l o r i d a  v. F l o r i d a  Pub l ic  

Service Commission, 446 So.2d 1063, 1067 (Fla. 1984). Here, the  

Commission d i d  not  accept the IXCs' evidence t h a t  access charges would 

replace l o s t  t o l l  revenues. Such a conclusion i s  based on the  

f o l l o w i n g  facts.  

F i r s t ,  i t  should be noted t h a t  the  net  e f f e c t  o f  the argument the  

IXCs are advancing r e s u l t s  i n  the  erroneous conclusion t h a t  the  

Commission doesn't  have t o  deal w i t h  any t r a n s i t i o n a l  problems i n  

moving t o  transmission compet i t ion because access charges can a c t  as a 

"sa fe ty  net" .  (Tr. 69). However, the  end r e s u l t  o f  such an argument 



i s  t h a t  t h e  LECs w i l l  be removed f rom p a r t i c i p a t i n g  i n  t he  compe t i t i ve  

t o l l  market and w i l l  on l y  r ece i ve  long-d is tance  type  revenues f rom the  

p r o v i s i o n  o f  wholesale access f a c i l i t i e s .  I n  t he  f i n a l  ana lys is ,  t he  

IXCs a re  suggest ing t h a t  t h e  LECs can be made "wholesalers"  as opposed 

t o  " r e t a i l e r s "  w i t h o u t  any de t r imen ta l  f i n a n c i a l  e f f e c t .  GTFL fee l  s  i t  

i s  very  sho r t s i gh ted  t o  l i m i t  t h e  sources from which t he  LEC rece ives  

i t s  revenues. Th is  i s  p a r t i c u l a r l y  t r ~ ~ e  i n  l i g h t  o f  t he  s u b s t a n t i a l  

c o n t r i b u t i o n  t o l l  r a t e s  make t o  t h e  recovery o f  l o c a l  network costs ,  

thereby keeping l o c a l  r a t e s  low. ( i d . )  

Second, f o r  t he  I X C  access charge r e p l a c i n g  to1  1  revenue argument 

t o  be v a l i d ,  c e r t a i n  h i g h l y  u n r e a l i s t i c  assumptions must be u t i l i z e d .  

One must f i r s t  asslJme t h a t  t h e r e  w i l l  be no bypass o f  LEC access 

f a c i l i t i e s  e i t h e r  on a  s e r v i c e  o r  f a c i l i t i e s  bas is .  One must f u r t h e r  

assuliie t h a t  t he  IXCs w i l l  leave t h e i r  networks as c u r r e n t l y  designed 

r e s u l  ti ng i n  t he  same access charges be ing  i n c u r r e d  f o r  o r i g i n a t i o n  and 

t e r m i n a t i o n  o f  t r a f f i c .  I n  add i t i on ,  t he  assumption must be made t h a t  

t h e  l o c a l  exchange c a r r i e r  w i l l  r ece i ve  t he  same l e v e l  o f  revenues from 

access charges as they do f rom t o l l - - e v e n  when IXCs pay d iscounted o r  

no access charges. (Tr .  70).  The f a c t  remains t h a t  none o f  t h e  

fo rego ing  a s s ~ ~ m p t i o n s  a re  v a l i d  o r  c r e d i b l e  based on t h e  test imony o f  

t h e  IXCs and OCCs i n  t h i s  and p r i o r  proceedings. For  example, ATAT-C 

w i t ness  Tampl in t e s t i f i e d  i n  t h e  September 1985 access charge hear ings 

t h a t :  ". . .an I X C  may l o c a t e  some o f  i t s  s w i t c h i n g  
f a c i  1  i t i e s  used t o  p rov ide  i n t r a s t a t e  s e r v i c e  i n 
another  s t a t e  i n  o rde r  t o  min imize i t s  i n t r a s t a t e  
access charges. For  example, some OCCs even today 
a r e  p r o v i d i n g  i n t r a s t a t e  s e r v i c e  i n  some s t a t e s  
through s w i t c h i n g  f a c i l i t i e s  l o c a t e d  i n  ne ighbor ing  
s ta tes . "  (Tr. 71).  



I n  add i t i on ,  AT&T-C Witness Slayzk t e s t i f i e d  a t  t h e  same hear ings 

t h a t :  

"...the p o t e n t i a l  f o r  bypass o f  LEC (and IXC) 
f a c i l i t i e s  i s  s i g n i f i c a n t  a t  t he  p resen t  t ime and 
i s  expected t o  inc rease  d r a m a t i c a l l y  i n  coming 
years .  Bypass w i l l  cause t he  LECs t o  r e a l  i z e  a  
decreas ing share o f  t o t a l  te lecommunicat ions 
t r a f f i c ,  r e s u l t i n g  i n  fewer customers t o  share t h e  
f i x e d  c o s t  o f  t he  business."  (T r .  72) .  

Therefore,  t he  IXCs'  c o n t e n t i o n  t h a t  access w i l l  keep t he  LECs whole 

when revenue i s  l o s t  f rom intraEAEA t o l l  compe t i t i on  i s  r e f u t e d  by 

t h e i  r own test imony. 

The IXCs' argument t h a t  Feature Group D access charges w i l l  

s u b s t a n t i a l l y  r ep lace  l o s t  to1  1  revenues i s  a1 so d e f e c t i v e  because i t  

assumes t h a t  premium Featu re  Group D access w i l l  be ob ta ined  by t he  

I X C .  T r .  9 1  However, t h e  evidence o f  r eco rd  revea l s  t h a t  i t  i s  

AT&T-C's s t a t e d  p o s i t i o n  t h a t  i t  o n l y  wants t o  p rov ide  s e r v i c e  i n c i d e n t  

t o  i t s  e x i s t i n g  interLATA business. (Tr.  496). Th i s  i n d i c a t e s  t h a t  

t h e  m a j o r i t y  o f  t h e  t r a f f i c  l o s t  i n  GTFL's s e r v i c e  t e r r i t o r y  w i l l  come 

from IXCs o t h e r  than AT&T-C--the on l y  c a r r i e r  today t h a t  pays premium 

access charges on a l l  access serv ices .  The o t h e r  c a r r i e r s  r e c e i v e  a  

d i scoun t  u n t i l  GTFL's s e r v i c e  t e r r i t o r y  i s  100 percen t  equal access. 

The revenue amount ob ta ined  by t h e  LECs w i l l  be s u b s t a n t i a l l y  l e s s  than 

t h e  Feature Group D r a t e .  (T r .  95).  

Furthermore, t h e  Feature Group D argument a l s o  assumes t h a t  

e x i s t i n g  networks w i l l  s t ay  t h e  same as they a re  con f i gu red  today. 

GTFL submits t h a t  such an assumption i s  e s p e c i a l l y  dangerous w i t h i n  i t s  

s e r v i c e  t e r r i t o r y .  An overwhelming m a j o r i t y  o f  G'rFL ' s  t r a f f i c  i s  



concentrated on a  few major routes.  (Tr.  74). Such a  t r a f f i c  

c o n f i g u r a t i o n  lends i t s e l  f t o  IXCs cream skimming the  heavy intraEAEA 

t o l l  rou tes  and b i g  customers w i t h  a  minimum amount o f  f a c i l i t i e s .  

i d . .  For example, AT&T-C i s  c u r r e n t l y  b u i l d i n g  a  f i b e r  r o u t e  from 

Tampa t o  Sarasota which i s  t he  source o f  a  subs tan t i a l  amount o f  t o l l  

revenue t o  GTFL. When completed, t h i s  rou te  w i l l  form t h e  bas is  o f  a  

backbone network t o  serve the  l u c r a t i v e  rou tes  i n  General 's se rv i ce  

t e r r i t o r y .  1  . These network con f i gu ra t i ons  cou ld  r e s u l t  i n  t he  

appl i c a t i o n  o f  se rv i ce  and f a c i l  i t i e s  bypass t o  avo id  switched 

charges. 

F i n a l l y ,  t he  Cour t  should c a r e f u l l y  analyze the  IXCs' argument 

t h a t  t he  LECs w i l l  ge t  more i n  access charges than i n  t o l l  r a t e s  on 

c e r t a i n  sho r t  haul routes.  For  example, AT&T-C Witness Slayzk shows 

t h a t  the  IXCs, i f  they c a r r y  t h i s  t r a f f i c ,  w i l l  pay $.93 i n  Feature 

Group D access charges w h i l e  r e c e i v i n g  $.76 i n  t o l l  t r a f f i c  f o r  t he  

twenty (20) mileage band. One has t o  wonder why the  IXCs are so eager 

t o  handle t h i s  s o r t  o f  t r a f f i c  i f  they are  going t o  l o s e  $.I7 on each 

and every c a l l  t h a t  i s  w i t h i n  t h i s  band. GTFL submits t he  answer t o  

t h a t  quest ion i s  t h a t  Feature Group D access charges w i l l  n o t  be 

i n c u r r e d  and t h a t  t h i s  t r a f f i c  w i l l  be completed through t ransni iss ion 

f a c i l i t i e s  which connect t o  se rv i ce  bypass technologies. The Court  

should n o t  be mis led  by t h e  IXC's Feature Group D access charge 

argument. 

I n  c l o s i n g  on t h i s  po in t ,  GTFL would l i k e  t o  address one f i n a l  

p o i n t  brought  up by the  IXCs. The argument i s  made t h a t  s ince  the  

Commission r e j e c t e d  M C I  ' s  requested "F ind ing  o f  Fact"  regard ing  t h e  



exact  revenue e f f e c t  o f  t ransmiss ion compet i t ion,  t he  evidence on t h i s  

p o i n t  i s  specu la t i ve  and inconclus ive.  The Commision's r e j e c t i o n  o f  

MCI's s p e c i f i c  f i n d i n g  was due t o  t he  numerous va r i ab les  which e f f e c t  

t h e  exact  q u a n t i f i c a t i o n  o f  t he  number. There was a s p e c i f i c  f i n d i n g  

by the  Commission t h a t  the  e f f e c t  was negat ive t o  the  LECs and t h a t  t he  

e f f e c t  was subs tan t i a l .  The r e a l i z a t i o n  t h a t  a p rec ise  number t o  the  

t h i r d  decimal p o i n t  cou ld  no t  be obta ined does no th ing  t o  reduce the  

q u a l i t y  o f  the  evidence. I f  anything, such a f i n d i n g  demonstrates the  

complex and t r a n s i t i o n a l  nature o f  the mat te r  a t  hand. 



CONCLUSION 

I n  1982, t h e  F l o r i d a  L e g i s l a t u r e  de te r~ i i i  ned t h a t  compe t i t i on  

should e x i s t  i n  t h e  i n t r a s t a t e  long-d is tance  market. I n  making t he  

necessary s t a t u t o r y  amendments and a d d i t i o n s  t o  pe rm i t  such a  change, 

t h e  L e g i s l a t u r e  gave t h e  F l o r i d a  Pub1 i c  Serv ice  Commission t h e  

necessary t o o l s  t o  implement compe t i t i on  i n  such a  manner as t o  be i n  

t h e  p u b l i c  i n t e r e s t .  I n  e x e r c i s i n g  i t s  a u t h o r i t y  under t h e  new 

s ta tu tes ,  t he  Commission p e r m i t t e d  s ta tew ide  compe t i t i on  by a1 1  

c e r t i f i c a t e d  in terexchange c a r r i e r s ,  b u t  1  i m i  t e d  t he  phys ica l  manner i n  

which these new compe t i t i ve  se rv i ces  were p rov ided  t o  t he  end user  f o r  

1  i m i t e d  p o r t i o n s  o f  t h e  s ta te .  Th i s  i n t e r i m  r e s t r i c t i o n  on t h e  manner 

i n  which t he  s e r v i c e  i s  p rov ided  i s  p e r m i t t e d  under t he  Commission's 

s t a t u t o r y  a u t h o r i t y .  The Cou r t  sho1~1 d  a f f i r m  the  Commission's order .  

Respect fu l  l y  submi t ted  t h i s  t he  15 th  day o f  December, 1986. 
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