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CASE BACKGROUND 

For administrative efficiency, this recommendation addresses two dockets, Docket Nos. 
070587-TP and 070588-TP, both of which involve the proposed repeal of existing rules. Rules 
25-4.053 tlirough 25-4.056, Florida Administrative Codc (F.A.C.), generally addrcss ratc- 
grouping plans for incumbent local exchange companies ( LECs), and are the subject of Docket 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

No. 070587-TP. A copy of these rules is attached to this recommendation as Attachment A. 
Rules 25-4.042, 25-4.057 through 25-4.061 , and 25-4.063 through 25-4.064, F.A.C., can be 
described as the Extended Area Service (EAS) rules, and are the subject of Docket No. 070588- 
TP. A copy of these rules is attached to this recommendation as Attachment B. Staff 
recommends that the rules at issue in both dockets are unnecessary and should be repealed. 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Discussion of Issues 

Issue 1: Should Rules 25-4.053 through 25-4.056, F.A.C., be repealed in Docket No. 070587- 
TP? 

Recommendation: 
Docket No. 070587-TP because they are no longer necessary. (Gervasi, Barrett, Dickens) 

Yes, Rules 25-4.053 through 25-4.056, F.A.C., should be repealed in 

Staff Analysis: Under the rate-base, rate-of-return form of regulation, LECs often had local 
plans and pricing structures that utilized grouping plans based on the number of access lines a 
subscriber could call. The number of access lines in the local calling area of an exchange was 
referred to as the “calling scope.” The rules at issue in Docket No. 070587-TP provide guidance 
for establishing the rate groups using calling scopes. In the past, when the Commission 
considered requests for EAS, rate groups and calling scopes were often factors in those cases. 

Statutory changes have profoundly impacted the regulatory landscape for LECs, and as a 
result, rate groups no longer serve as a vehicle for regulating local exchange rates. In 1995, 
significant revisions were made to portions of Chapter 364, Florida Statutes (F.S.). On or after 
January 1, 1996, LECs were allowed to move from the rate-base, rate-of-return form of 
regulation to price regulation. For LECs that made this election, the statutory change effectively 
“capped” the rates for basic local telecommunications service initially, and established specific 
criteria for pricing changes thereafter. The statutory change effectively meant that the pricing for 
these LECs was no longer controlled by the rate group concept. In addition, a separate provision 
of the statute stated that “no new proceedings” for EAS were to be initiated for price-regulated 
LECs after July 1,  1995. See Sections 364.05 1 and 364.385(2), F.S. 

Since January 1, 1996, nine of the ten LECs in Florida have elected to be price regulated. 
Therefore, Rules 25-4.053 through 25-4.056, F.A.C., are inapplicable to them. Frontier 
Communications of the South, LLC (Frontier), which serves two contiguous exchanges in the far 
western portion of the state, is the only LEC in Florida that has not elected to be price regulated. 
However, even under rate-base, rate-of-return regulation, Frontier does not employ the “rate 
group” concept in its pricing. Therefore, the procedures contained in these rules are not 
applicable to Frontier. For these reasons, staff recommends that Rules 25-4.053 through 25- 
4.056, F.A.C., are unnecessary and should be repealed. 

Statement of Estimated Regulatory Costs 

The Florida Administrative Procedure Act encourages an agency to prepare a Statement 
of Estimated Regulatory Costs (SERC). Staff prepared a SERC for Docket No. 070587-TP. The 
SERC states that the repeal of these rules: 1) will eliminate unnecessary regulatory oversight; 2) 
should have no negative impact on the Commission, the utilities, the customers, small businesses 
or local governments; and 3) will likely have negligible transactional costs to the 
telecommunications industry in Florida. A copy of the SERC for Docket No. 070587-TP is 
attached to this recommendation as Attachment C. 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7,2007 

Issue 2: Should Rules 25-4.042, 25-4.057 through 25-4.061, and 25-4.063 through 25-4.064, 
F.A.C., be repealed in Docket No. 070588-TP? 

Recommendation: Yes, Rules 25-4.042, 25-4.057 through 25-4.061, and 25-4.063 through 25- 
4.064, F.A.C., should be repealed in Docket No. 070588-TP because they are no longer 
necessary. (Gervasi, Barrett, Dickens) 

Staff Analysis: Rules 25-4.042, 25-4.057 through 25-4.061, and 25-4.063 through 25-4.064, 
F.A.C., address a LEC’s obligation to anticipate or respond to the Commission’s directive to 
study and/or provide toll relief under specific circumstances. The toll relief at issue is Extended 
Area Service (EAS), which is defined in Rule 25-4.057(2), F.A.C., as “a switching and trunking 
arrangement which provides for a nonoptional, unlimited, two-way, flat-rate calling service 
between two or more exchanges, at an increment to exchange rates, rather than at toll message 
charges.” 

Historically, the EAS rules provided guidance to LECs so they could meet the unique 
needs of their respective communities. For example, a portion of the EAS rules includes 
procedures for LECs to conduct traffic studies. However, following those procedures may not 
capture the true calling patterns in the marketplace today, since customers in LEC exchange 
areas now have providers offering substitute services that compete with what LECs offer. As a 
result, staff believes that the EAS rules are obsolete. 

As referenced in Issue 1, significant revisions to portions of Chapter 364, F.S., impacted 
all LECs in Florida, and nine of the ten Florida LECs have moved from the rate-base, rate-of- 
return form of regulation to price regulation. Frontier is the only LEC in Florida that has not 
elected price regulation. Because Section 364.385(2), F.S., effectively prohibits new EAS 
proceedings for price-regulated LECs, Frontier is the only LEC that could conceivably use these 
rules to expand its calling scope. However, staff notes that with or without these rules, LECs can 
voluntarily expand their calling areas, which Frontier did in 2006. Frontier did not utilize the 
EAS rules or procedures therein for guidance. 

For these reasons, staff recommends that Rules 25-4.042,25-4.057 through 25-4.061, and 
25-4.063 through 25-4.064, F.A.C., are unnecessary and should be repealed. 

Statement of Estimated Regulatory Costs 

The Florida Administrative Procedure Act encourages an agency to prepare a Statement 
of Estimated Regulatory Costs (SERC). Staff prepared a SERC for Docket No. 070588-TP. The 
SERC states that the repeal of these rules: 1) will eliminate unnecessary regulatory oversight; 2) 
should have no negative impact on the Commission, the utilities, the customers, small businesses 
or local governments; and 3) will likely have negligible transactional costs to the 
telecommunications industry in Florida. A copy of the SERC for Docket No. 070588-TP is 
attached to this recommendation as Attachment D. 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Issue 3: Should Docket Nos. 070587-TP and 070588-TP be closed? 

Recommendation: Yes, if no comments or requests for hearing are filed in these dockets, the 
rule repeal proposals should be filed with the Secretary of State, and the dockets should be 
closed. (Gervasi) 

Staff Analysis: Unless a request for hearing or comments are filed, these rule repeal proposals 
may be filed with the Secretary of State without further Commission action. Thereafter, these 
dockets may be closed. 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment A 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7,2007 

Attachment A 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7. 2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7,2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7,2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7,2007 

Attachment B 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment B 
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Date: November 7, 2007 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7,2007 

Attachment C 

State of Florida 

CAPITAL CIRCLE OFFICE CENTER 0 2540 SHUMARD OAK BOULEVARD 
TALLAHASSEE, FLORIDA 32399-0850 

-M-E-M-0-R-A-N-D-U-M- 

DATE: August 29,2007 

TO: 

FROM: 

RE: 

Office of General Counsel (Scott) 

Division of Economic Regulation (Dickens) 

Proposed Repeal of Existing Rules: 25-4.053 (Application and Scope), 25-4.054 
(Maintenance of Records), 25-4.055 (Classification of Exchanges) and 25-4.056 
(Reclassification of Exchanges) 

DETAILED DESCRIPTION OF THE PROPOSED RULE 

I .  why it is beingproposed? 

Rules 25-4.053 through 25-4.056, FAC, generally address rate-grouping plans for 
incumbent local exchange companies (LECs). Statutory changes have profoundly impacted the 
regulatory landscape for local exchange companies. Since July 1, 1995, 9 out of 10 LECs in 
Florida moved from the rate-based, rate-of-return form of regulation to price regulation. For 
LECs that elected to be price regulated, the statutory change effectively “capped” the rates for 
basic local telecommunications service initially, and established specific criteria for pricing 
changes thereafter. (See Section 364.05 1, F.S.) Pricing decisions for price-regulated LECs were 
no longer controlled by the rate group concept and no new proceedings for EAS were to be 
initiated for price-regulated LECs after July 1, 1995. The lone LEC in Florida which operates 
under rate-of-return regulation, Frontier Communications of the South, has not used the rate 
group concept in its pricing decisions. These rules are unnecessary and should be repealed. 

2. What does the rule do and how does it accomplish its goal? 

The repeal eliminates unnecessary regulatory oversight. 

IMPACT ON THE PSC 

Incremental costs 

There should be no negative impact on the Commission resulting from repeal of the 
proposed rules. 

Incremental benefits 

- 1 8 -  



Docket No. 070587-TP and 070588-TP 
Date: November 7,2007 

Attachment C 

There is no direct benefit to the Commission resulting from the implementation of the 
proposed rule repeal. An indirect benefit may occur through the PSC's Rule Book being cleaned 
up by expunging unnecessary rules. 

WHO BESIDES THE PSC WILL BE AFFECTED BY ADOPTION OF THE PROPOSAL 

Utilities 

The proposed rule repeal will not impact the nine price-regulated and one rate-of-return 
based incumbent local exchange companies operating in Florida. 

Customers 

The proposed rule repeal will likely have no impact on ratepayers 

Outside business and local governments 

There will likely be no negative impacts on small businesses, small cities, or small 
counties resulting from a repeal of the above rules. 

HOW ARE THE PARTIES ABOVE AFFECTED BY THE ADOPTION OF THE PROPOSAL 

Estimated transactional costs to individuals and entities 

Utilities 

The proposed repeal of the existing rules will likely have a negligible transactional cost to 
the telecommunications industry in Florida. The elimination of the rate group concept means no 
proceedings are needed, thus if anything, lowering the transaction cost to provide 
telecommunications service. 

Customers 

Customers should have no transactional costs with the repeal of these rules. 

Outside business including specifically small businesses 

There will likely be no impact on transaction costs for small businesses resulting from 
repeal of the above rules. 

Local governments 

There should be no negative impact for small cities, and small county entities resulting 
from repealing the above rules. 
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Docket No. 070587-TP and 070588-TP 
Date: November 7 ,  2007 

Attachment C 

ANY OTHER PERTINENT COMMENTS REGARDING THE APPLICATION OF THE 
PROPOSED RULE 

There are no other pertinent comments regarding the application of the proposed repeal 
of rules 25-4.053 through 25-4.056.. 

BD:kb 
cc: Mary Andrews Bane 

Chuck Hill 
Michael Barrett 
Hurd Reeves 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment D 

State of Florida 

CAPITAL CIRCLE OFFICE CEVTER 0 2540 SHUMARD OAK BOULEVARD 
TALLAHASSEE, FLORIDA 32399-0850 

-M-E-M-0-R-A-N-D-U-M- 

DATE: August 29,2007 

TO: 

FROM: 

RE: 

Office of General Counsel (Scott) 

Division of Economic Regulation (Dickens) 

Proposed Repeal of Existing Rules: 25-4.042 (Extended Area Service), 25-4.057 
(Application and Scope), 25-4.058 (Conditions for Approval), 25-4.059 (Filing 
Requirements), 25-4.060 (Community of Interest Considerations), 25-4.061 
(Hearings), 25-4.063 (Subscriber Survey) and 25-4.064 (Altematives to Non- 

DETAILED DESCRIPTION OF THE PROPOSED RULE 

1. Why it is being proposed? 

The above rules can be described as the Extended Area Service (EAS) rules. EAS is 
defined in Rule 25-4.057(2), Florida Administrative Code (FAC) as “a switching and trunking 
arrangement which provides for a non-optional, unlimited, two-way, flat-rate calling service 
between two or more exchanges, at an increment to exchange rates, rather than at toll message 
charges”. Section 364.385(2), Florida Statutes, prohibits new EAS proceedings for price 
regulated incumbent local exchange companies (LECs). The only rate-of-retum based LEC in 
Florida, Frontier Communications of the South, is currently meeting the needs of its subscribers 
without utilizing EAS rules or procedures. Repealing the EAS rules would align the FAC with 
this statute and would have no effect on the 10 LECs in Florida. These rules are unnecessary and 
should be repealed. 

2. What does the rule do and how does it accomplish its goal? 

The repeal eliminates unnecessary regulatory oversight. 

IMPACT ON THE PSC 

Incremental costs 

There should be no negative impact on the Commission resulting from repeal of the 
proposed rules. 

Incremental benefits 
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Docket Nos. 070587-TP and 070588-TP 
Date: November 7, 2007 

Attachment D 

There is no direct benefit to the Commission resulting from the implementation of the 
proposed rule repeal. An indirect benefit may occur through the PSCs Rule Book being cleaned 
up by expunging unnecessary rules. 

WHO BESIDES THE PSC WILL BE AFFECTED BY ADOPTION OF THE PROPOSAL 

Utilities 

The proposed rule repeal will not impact the nine price-regulated and one rate-of-retum 
based incumbent local exchange companies operating in Florida. 

Customers 

The proposed rule repeal will likely have no impact on ratepayers. 

Outside business and local governments 

There will likely be no negative impacts on small businesses, small cities, or small 
counties resulting from a repeal of the above rules. 

HOW ARE THE PARTIES ABOVE AFFECTED BY THE ADOPTION OF THE PROPOSAL 

Estimated transactional costs to individuals and entities 

Utilities 

The proposed repeal of the existing rules will likely have negligible transactional costs to 
the telecommunications industry in Florida. The elimination of EAS and the rate group concept 
means no proceedings are needed thus if anything, lowering the transaction cost to provide 
telecommunications service. 

Customers 

Customers should have no transactional costs with the repeal of these rules. 

Outside business including specifically small businesses 

There will likely be no impact on transaction costs for small businesses resulting from 
repeal of the above rules. 

Local governments 

There should be no negative impact for small cities, and small county entities resulting 
from repealing of the above rules. 
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Docket Nos. 070587-TP and 070588-TP 
Date: Noveinbcr 7, 2007 

Attachment D 

ANY OTHER PERTINENT COMMENTS REGARDING THE APPLICATION OF THE 
PROPOSED RULE 

There are no other pertinent comments regarding the application of the proposed repeal 
of EAS rules. 

BD:kb 
cc: Mary Andrews Bane 

Chuck Hill 
Michael Barrett 
Hurd Reeves 
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