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Assistant General Counsel-Flonda

BelScuth Telecommunications, Inc.*
150 South Monros Street

Foom 400
Tallahasses. Florida 32301

(305) 347-5558

March 6, 1098

Mrs, Blanca S. Bay6

Director, Division of Records and Reporting
Florida Public Service Commission

2540 Shumard Oak Boulevard
Tallahassee, FL 32309-0850

Re: Docket No. 971399-TP Lifting of Marketing Restrictions
Imposed by Order No. PSC-96-1568-FOF-TP

Dear Ms. Bay¢:

Enclosed is an original and fifteen copies of BellSouth
Telecommunications, Inc.'s Direct Testimony of Hilda Geer, which we ask that
you file in the above-captioned matter.

A copy of this letter is enclosed. Please mark it to indicate that the

original was filed and return the copy to me. Copies have been served to the
parties shown on the attached Certificate of Service.

o —

Sincerely,

GZ-_-L} nmcg_ B Wkt (k)

Nancy B. White
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L‘ ca’gAll parties of record
OPC ————  A. M. Lombardo
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Beatty
gec | Wiliam J. Ellenberg Il
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CERTIFICATE OF SERVICE
Docket No. 971399-TP

| HEREBY CERTIFY that a true and correct copy of the foregoing was served

by U.S. Mail this 6th day of March, 1998 to the following:

Staff Counsel

Florida Public Service Commission
26540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850

Thomas K. Bond

MCI Telecommunications Corp.
780 Johnson Ferry Road

Suite 700

Atlanta, GA 30342

Richard D. Melson

Hopping Green Sams & Smith
Post Office Box 6626
Tallahassee, FL 32314

Atty. for MCI

Joseph A. McGlothlin

Vicki Gordon Kaufman

McWhirter, Reeves & McGlothlin,
Davidson, Rief & Bakas

117 South Gadsden Street

Tallahassee, Florida 32301

Attys. for FIXCA

Attys. for FCCA

(850) 222-26256

Marsha Rule

AT&T Communications of the
Southern States, Inc.

101 North Monroe Street

Suite 700

Tallahassee, FL 32301

Brian Sulmonetti, President

Florida Competitive Carriers Assoc.
1515 South Federal Highway
Suite 400

Boca Raton, FL 33432

Peter M. Dunbar, Esq.

Barbara D. Auger, Esq.

Pennington, Moore, Wilkinson
& Dunbar, P.A.

P.0O. Box 10095

Tallahassee, FL 32302

Tel, No. (B60) 222-3533

Fax. No. (B50) 222-2126

Carolyn Marek

V.P. - Regulatory Affairs
S.E. Region

Time Warner Comm.

P.O. Box 210706

MNashville, Tennessee 37221
Tel No. (615) 673-1191

Fax No. (615) 673-1192

Nané&y B. White {Jae_)
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=  BELLSOUTH TELECOMMUNICAT!ONS, INC.
DIRECT TESTIMONY OF HILDA GEER
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 971399-TP
MARCH 6, 1998

PLEASE STATE YOUR NAME, ADDRESS AND POSITION WITH BELLSOUTH
TELECOMMUNICATIONS, INC. (“BELLSOUTH™ OR “THE COMPANY™)

My name is Hilda Geer. 1 am employed by BeliSouth as Dircctor - Consumer - South
Florida. My business address is 600 N.W. 79th Avenue, Miami, Florida.

PLEASE GIVE A BRIEF DESCRIPTION OF YOUR BACKGROUND AND
EXPERIENCE.

| am a graduate of the University of Miami with a degree in Mathematics and
Psychology. | have 26 years of service with BellSouth. My carcer with BellSouth
began in Engineering and has continued on to assignments in Network, Sales and
Marketing, Human Resources and various Customer Services organizations. Most of
the last 19 years has been spent in positions of increasing responsibility in the
Customer Services environment, Business, Inter-exchange Carrier, and Residential

Services.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

QOCUMENT WM e -DATE
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FP5C-RECURDSZREPORTING




o @ =~ @ ¢, A W N -

NMMSMM-‘—#-—KJM-—I&‘-\&I
th & W == 0O O W =~ @ » & W N = O

The purpose of my testimony is to demonstrate that the marketing restrictions
imposed on BellSouth by the Florida Public Service Commission (“Commission™)
should be removed. 1 will provide evidence that, a) a thriving competitive
intraLATA toll market exists in Florida; b) the restrictions have resulted in much
consumer confusion; and c) this evidence justifies the lifiing of certain marketing
restrictions imposed by the Comuission’s Order No. PSC-96-1569-FOF-TP in
Docket Nos. 930330-TP and 960658-TP.

DID THE MARKETING RESTRICTIONS IMPOSED ON BELLSOUTH BY THE
COMMISSION PERTAIN TO NEW AND EXISTING CUSTOMERS ?

Yes. The Commission ordered that BellSouth be prohibited from marketing
intraLATA toll services to existing customers for a period of eighteen ( 18) months.
Therefore, the restrictions for existing customers will expire in June of 1998.
However, the Commission's Order did not contain such term limitations for the
restrictions imposed on BellSouth for marketing intralL ATA toll services to new

customers.

GIVEN THAT THE RESTRICTIONS FOR MARKETING TO EXISTING
CUSTOMERS WILL EXPIRE IN JUNE OF 1998, IS BELLSOUTH REQUESTING
RELIEF FROM THE SPECIFIC RESTRICTION WITHIN THAT ORDER
RELATIVE TO NEW CUSTOMERS?
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Yes. BellSouth is specifically requesting r2lief from the restriction that BellSouth
cannot market its intralL ATA toll service to a new customer unless the customer

introduces the subject.

WHAT WAS THE INTENT OF THE RESTRICTION ON BELLSOUTH
REGARDING NEW CUSTOMERS?

BellSouth believes that it was the Commission's intent to promote intraLATA toll
competition with the imposition of marketing restrictions on BellSouth. By restricting
BellSouth's ability to market its intraLATA toll services to new customers, the
competing intraLATA carriers would be afforded an opportunity to establish their
presence in the intraLATA toll market.

WHY SHOULD THE MARKETING RESTRICTION FOR NEW CUSTOMERS BE
LIFTED?

The first “buying experience” or interaction between a company and a new customer
is crucial, Generally, this first experience creates an impression that lasts throughout
the relationship. Therefore a company's ability to educate customers about its
products and services during the first contact is an essential comerstone in developing
a long-term relationship built on trust. New customers who call BellSouth for the
first time may not know of the services the Company has to offer. The marketing
restrictions imposed on BellSouth preclude the Company from explaining in detail
products and services that can benefit consumers. These restrictions ave virtually
silenced BellSouth during customer negotiations for intralL ATA toll and have had an

-3
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impact on customer choices for various local services. Consequently, as [ will

demonstrate later in my testimony, consumers often make uninformed choices.

WILL ALLOWING BELLSOUTH TO ONCE AGAIN MARKET ITS INTRALATA
TOLL SERVICES TO NEW CUSTOMERS STIMULATE COMPETITION AND
INNOVATION IN THE INTRALATA TOLL MARKET?

Yes. Allowing BellSouth to once again market its intraLATA toll services to new
customers will stimulate competition. For nearly two years now BellSouth has been
unable to discuss its intraLATA toll services during negotiations with its new
customers. BellSouth’s competitors have enjoyed an unshackled opportunity to gain
market share, and as | will demonstrate, they have done very well. Allowing
BellSouth to market once again will act as an incentive for other intraL ATA providers
to develop competitive rates and calling plans and not rest comfortably on their laurels

under the guise of “protective regulation™.

IS IT BELLSOUTH'S POSITION THAT COMPETING CARRIERS HAVE
ESTABLISHED THEIR PRESENCE IN THE INTRALATA TOLL MARKET?

Yes. BellSouth has evaluated intraLATA presubscription statistics from January,
1997, to the present and concludes that competition is thriving in Florida (Exhibit
HG-1),

Exhibit HG-1 summarizes all LPIC change data extracted fror: the CARE (Customer
Accounts Records Exchange) system during the study period (rom January 1, 1997

-t
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through February 28, 1998. CARE is the me.hanized LPIC change interface between
BellSouth and the interexchange carriers. Not only does CARE provide the
mechanized input for LLPIC change orders from interexchange carriers, it also
provides confirmation 1o the receiving and losing carriers when a change has been
processed regardiess of whether the change order originated through CARE or
through the BellSouth business office. It is this iatter functionality that allows CARE
to provide the statistics for all LPIC change activity during the time period that is
summarized in Exhibit HG-1 and discussed below.

During the study period, BellSouth was not the customer's selection of his local toll
carrier on 32% of new residential lines and 20% of new business lines. These figures
represent total losses during the study period; the data indicate that for the specific
months of January, 1998 and February, 1998, BellSouth local toll service losses on
new residential lines were 9% and 41%, respectively. New business lines losses to
local toll competition were 27% during January, 1998 and 28% during February,
1998.

The target of competitors marketing activity appears to be existing customers.
Approximately 51% of all residential LPIC activity and 35% of business LPIC
activity during the study period was generated by changes on existing lines.
BellSouth was not the local toll carrier of choice on 84% of these residential LPIC
changes and 92% of the business LPIC changes. The last category summarized
during the study period was moves (from one address to another address). These
changes represented a loss to BellSouth as the local toll carrier for 25% of the
residential lines changed and 21% of the business lines chang:<.

¥ 3
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When considering all of the 4,569,797 LPIC changes from January, 1997 through
February, 1998, BellSouth was not the intralLATA toll carrier on 57% of the
residential lines and 46% of the business lines. This clearly demonstrates that

intraLATA toll competition is thriving in Florida.

In addition, the Commission recently agreed that data provided by BellSouth in its
petition to request lifting of the restrictions *...does indicate changed circumstances
that may demonstrate that the purpose of our earlier Order has been met.” (FPSC
Order No, PSC-98-0293-FOF-TP, pages 2-3, in Docket 971199-TP.)

WHAT QUANTITATIVE DATA DO YOU HAVE TO SUBSTANTIATE YOUR

ARGUMENT ?

A comparison of intralLATA toll competition results shows that in Florida, BellSouth
lost 30% of its residential, 26% of its complex business and 32% of its small business
intraLATA toll pic-able lines as of January 30, 1998.

As previously demonstrated in Exhibit HG-1, another important comparison relates to
the average of new customers that are choosing a carrier other than BellSouth. From
January 1, 1997 until February 28, 1998, BellSouth Florida numbers show that an
average of 32% of new residential customers and 20% of business customers chose a

carrier other than BellSouth.
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WHAT INTRALATA TOLL SUBSCRIPTION BUSINESS OFFICE PRACTICES
AND PROMPTS WOULD BELLSOUTH ADOPT FOR FLORIDA i7" THE

CURRENT RESTRICTIONS ARE LIFTED?

BellSouth would continue its current prompts but would also advise the customer that
BellSouth can provide local toll service. As a restatement, these prompts call for
advising the customer on *he following points in the order listed:

1. BellSouth would advise the customer that he has an option of selecting a long
distance carrier for local toll calls.

2 BellSouth would advise the customer that BellSouth can provide his local toll
service.

3. BellSouth would offer to read to the customer the list of available carniers. If

the customer responds affirmatively, then the list should be read.

HAVE THE MARKETING RESTRICTIONS RESULTED IN CONSUMER
CONFUSION ?

Yes. Because BellSouth is prohibited from educating new consumers about its

services, customers are making uninformed choices with regard 1o their local service

options.

BellSouth has two types of local calling plans. First are those plans for which the
customer pays only when the service is used; i.e. ECS (Extended Calling Service).

ECS is expanded calling which includes additional excharges in a customers existing

27
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calling ;Ii. The ECS exchanges become a part cf the customer's local calling area.
For residence customers a per message charge applies. For business customers, a per
minute charge applies to all calls in the ECS exchange. For example, customers in
Steinhatchee, Florida have ECS to Gainesville, Florida. This means that, for calls
from Steinhatchee to Gainesville, a resideatial customer is charged 25 cents for that
call and business customers are charged 10 cents for the first minute and 6 cents for
each additional minute.

The second type of local calling plan involves a customer paying a monthly flat rate
amount, no matter how often he uses the service. Examples of these local calling
plans include optional EAS (Extended Area service) and Area Plus, for residential

customers and Business Plus, for business customers.,

Under the Commission restrictions, when a customer contacts BellSouth, the
Company is prohibited from discussing its intraLATA toll services unless the subject
is introduced by the customer. Consequently, when a new customer selects an
intraLATA toll carrier other than BellSouth, the Company is restricted from educating
the customer about the impact of that choice on the local calling plan he may have
chosen or to which he has access. As a result, new customers who choose an
intraLATA toll carrier other than BellSouth will not know how to obtain the benefits
of the first type of local plan previously described. Further, with the second type of
local calling plan | have described, a new customer will be paying for a service for
which he has received no benefit.
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Regardiag the latter case, BellSouth made a decision some time ago that when a
customer pays a monthly flat rate fee for a local plan, BellSouth will advise the
customer of the method to reach that service even with an intralL ATA toll carrier other
than BellSouth. If BellSouth did not educate the customer in the second type of plan,
BellSouth would be guilty of fraud.

It is important that BellSouth be allowed to educate customers conceming the first
type of local calling plan. BellSouth must disclose that, to benefit from the ECS rates,
the customer must dial 1015124 (BellSouth’s Carrier Access Code) plus the number
the custorser is calling. This dial around must occur prior o each and every call. The
only other option is to PIC to BellSouth.

CAN BELLSOUTH EDUCATE NEW CUSTOMERS WHO ARE PIC'D TO
ANOTHER CARRIER ABOUT THE LOCAL CALLING PLANS?

Because BellSouth is forced to remain silent, the typical way that a customer will
introduce the subject is during a subsequent call. Gencrally, this is in the form of a
complaint.

WHAT IS THE GENERAL NATURE OF SUCH COMPLAINTS 7

Generally the customers are upset because they believe they were not completely
informed of their options. Moreover, they believe that BellSouth knowingly allowed
them to subscribe to a plan that billed them a higher per minute of use charges than
those available from BellSouth’s ECS. This creates a mc- e than uncomfortable

8-
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dilhg‘uibetm the Company's service representative and the customer. Asa
result, the relationship between the Company, the customer and the other carrier is
needlessly compromised. Unless the marketing restrictions against BellSouth are
lifted, the customer may never become aware of BellSouth's alternatives such as ECS,

such as was the case [n the public hearing on EAS in Steinhatchee.

At this hearing, several of the public witnesses were asked if they knew that they had
ECS to Gainesville. The majority said no and upon further investigation it was found
that they were presubscribed to a carrier other than BellSouth for their local toll
calling. (Transcript of Steinhatchee, Florida Public Hearing, FPSC Docket 930235-

TL, January 29, 1998; pp. 13, 32, 96-97)

IF THE MARKETING RESTRICTIONS ARE LIFTED, WILL A NEW
CUSTOMER BE ADVISED OF CONFLICTS WITH SUBSCRIBED BELLZOUTH
SER;,WCES BASED UPON THE INTRALATA CARRIER THAT HE HAS
SELECTED?

Yes. If BellSouth is allowed to market its intralLATA toll services, customers can be
educated and such conflicts can be explained. BellSouth should be allowed to inform
customers of such conflicts without having to wait “until the subject is introduced by
the customer.” BellSouth will inform the customer in as competitively neutral a

manner &s possible.

ARE THERE OTHER EXAMPLES OF RECURRING CUSTOMER CONFUSION
THAT HAVE RESULTED FROM THE MARKETING RI:STRICTIONS ?

-10-
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Yes, BellSouth has attached some examples of the kind of misinformation that is
being presented to the customer (Exhibit HG-2). These Letter of Authorization
(LOA) examples contain statements to the effect that only one long distance company
may be designated for the telephone number that is provided on the LOA. This is
clearly not the case in Florida and is misleading to the customer. The customer is
entitled to complete, accurate information on which to base his decision. BellSouth
should be free to educate the customer so that he can be better informed as to his
options and thus make a better decision about his intraLATA <ervice.

WOULD YOU PLEASE SUMMARIZE YOUR TESTIMONY ?

For nearly two years BellSouth has been prohibited from marketing its intralLATA
toll services. The data contained in my testimony is evidence that competition in the
intraLATA market is flourishing in Florida. Absent any marketing restrictions,
competition for this market will continue to evolve and Nourish.

While the marketing restrictions have been ir place, other intraLATA service
providers have gained a significant amount of the intralLATA toll market, though
largely at the expense of the consumer in two areas. The first arca is that of consumer
confusion. Forced to remain silent unless the customer was “lucky enough™ to say the
right words, BellSouth has been put in the uncomfortable position of allowing
consumers to select calling plans containing benefits that may never be realized unless
the customer complained. These types of situations only agg avate the customers and
jeopardize any long-term relationship that BellSouth might attempt to establish.

-11-
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Secondly, though it appears to consumers (by BellSouth's silence) that other
alternatives are available to them, it is not clear that these other providers have been
quick to develop competitive calling plans to “win customers”. Winning customers is
the comnerstone of a competitive environment. The alternative intralL ATA providers
have enjoyed two years of protective regulation. Certainly they have gained market
share, certainly with the marketing restrictions more alternatives “appear” to be
available, but those customers have not been won. They have in essence been
“handed over”. By lifting the marketing restrictions imposed on BellSouth, the
Commission would insure that the industry would not rest on its laurels. Unleashing
BellSouth now would certainly stimulate innovation and facilitate the further
development of competitive rates and calling plans. Only then will consumers realize

the economic benefits of competition in the intraL ATA market.
DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

-12-




BellSouth Telecommunications, Imc.

. . FPSC Docket 971399-TP
Exzhibit HG-1 -
Page 1 of 1 g
Florida LPIC Activity From 1/1/97 - 3/1/88
Residence Business Total
Access Access Access
Lines » Lines % Lines %
New Service Connections 1,017,368 735,663 1,753,032
To BST 688,802 68% 587,825 B0% 1,276,627 73%
To Other 328,567 32% 147,838 20% 476,405 2%
Existing Service Changes: 1,632,841 474,941 2,107,782
To BST 255,661 168% 38,648 B% 204,309 14%
To Other 1,377,180 B4% 438,203 82% 1,813,473 B6%
Via Business Office 205,388 115,857 321,245
To BST 1550854 76% 38,451 33% 194,405 61%
To Other 48434 24% 77,408 B7% 126,840 39%
Via CARE 1,427,483 359,084 1,786,637
To BST 80,707 T% 187 0% 99,904 6%
To Other 1,327,746 93% 358,887 100% 1686633 094%
Changes Through Moves 678,736 130,248 708,983
To BST 438,453 T5% 102,372 79% 538,825 T76%
To Other 142282 25% 27,8786 21% 170,158 24%
TOTAL 3,228,946 1,340,852 4,669,797
To BST 1,380,916 43% 728 845 54% 2,109,761 46%
To Other 1,848,020 57% 612,007 48% 2,460,038 54%

Page 1ot 1
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BellSouth Telecommunications, Ine.
Docket 971399-TP
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BellSouth Telecommunications, Inc.
FPSC Docket 971399-TP
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FPSC Docket 971399-TP
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