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BEFORE TH E FLORIDA PUBLIC SERVICE COMMISSION 

In re: PROPOSED TARIFF FILING BY 
FLORIDA, INC . INTRODUCING DIGITAL 
SERVICE WITH BANDED RATES 

ALLTEL ) 
CENTREX) 

DOCKET NO. 890427-TL 
ORDER NO. 2l654 

) I SSUED : 8-2-89 ________________________________________ ) 

The f ol l owing Commiss ioners participated 
disposition o f this matte r: 

MICHAEL McK. WILSON, Chairma n 
BETTY EASLEY 

GERALD L. GUNTER 
JOHN T . HERNDON 

ORDER APPROVING TARIFF FILING 
BY ALLTEL FLORIDA, INC. I NTRODUCING 

DIGITAL CENTREX SERVICE WITH BANDED RATES 

BY THE COMMISSION: 

in t he 

ALLTEL Florida, Inc . filed ptoposed revi sions to its 
General Subscriber Services Tariff on March 15, 1989 
introducing ALLTEL Digital Centrex service (ADC). ADC is a 
product furnished f rom digital cent ral off ice DMS-100 equipment 
a Northern Telecom whi c h prov ides business customers with 
numerous communications features such as call routing and 
intercom functions . ADC will provide c ustomers with two o r 
more busi ness lines t he ability to utilize state-of-the-art 
communications services p r ovided from ALLTEL·s facili ties . 

ADC is designed to provide t he c us t ome r wi t h services t hat 
are currently available only from a sophisticated Private 
Branch Exc hange ( PBX) o r key s ystem telephones. The my riad of 
features available from ADC c ombi ne to perform the foll owing 
functions: 

(l) Direct - Inward-Di aling (DID) 
Di a l ing (DOD} of telephone 
s tat ions without hav i ng 
operator or receptionist . 

and Direct -Outward
calls to and from ADC 
to go through an 

(2) Intercom cails bet•...,een stations of the sam~ ADC 
s ystem. 
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( 3) Identified-Outward-Diali ng (IOD) by 
number of outgoing long d istance calls 
t he calling station can be identified . 

station 
so tha l 

(4) Common recorded anno uncement i n terceptio n of 
cal ls to una ssigned station numbers . 

(5) Station Line Hunting. 

(6) Tel - Touch (Touchtone) service . 

There are three featu re packages available: the Basic Feature 
Package , Feature Package I and Feature Package II. The Bas ic 
Featu re Packa ge includes Automatic Line- Direct Co nnec t Number , 
Cal l Forward ing (Vari able, Busy Li ne , Do Not Answer) , Call 
Waiting, Consulta tion Hold , Speed Calli ng , Thre e-Way Calling , 
DID, DOD , and hunting. Feature Package I and Fe a l ure Pa ckage 
II are sold in additio n to the Bas ic Fea ure Package and 
provide mo re advanced functions. The features available in 
Feature Packages I and II are designed to further facilita te 
t he six functions mentioned previously wi th service such as 
Call Pickup, Ring Again, Last Numbe r Redia l and Execulive Busy 
Ove r ride. 

ALLTEL ' s proposed tariff also inco rporates the banded r ate 
concept; it asks for approva 1 for a range o f rates for the 
elements of t hi s service. ALLTEL's banded rates proposal i s 
similar to the previously approved banded rates filing s of 
o t he r compan i es f o r custom calling-type services. The 
distinctio n here is t hat u nli ke the custom calling-type 
offerings, Centrex a nd CentraNet services are clearly faced 
wi th competitive alternatives . (See GTE ' S CentraNet 1000 
service , Docket No . 8804 54 -TL ) 

Acco rd i ng to ALLTEL t he purpose c f this is t o de s ign a 
rate structure which directly competes with soph1sticated key 
s y stems and PBXs . These s ystems are current ly bei ng sold by 
private firms and ALLTEL i s attemp ting to enter th is mar ket 
through t he use of cen ral office-based software . 

Our primary c o nce rns wit h t hi s fill ng wer e whethtH the 
methodology used to determine the cos s a ssociated with ADC was 
adequate and whe t he r the entire range of price w1lhin the 
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proposed bands covered ALLTEL's costs to provide ~DC. The 
company projects ~o tal costs for the software necPssaLy for 
this service to be $56,840 with an expected r ecove ry period of 
five years . The annual revenue requirement is $13,852, based 
on a carrying charge of 24 .37\ . The car ry ing charge includes 
main tenance, depreciatio n, rate of retu rn, labor, and other 
costs associated with the ongoing ope r ation of t he service . 
Other costs, i ncluding the cost to provide t he station line 
loops to the customer , amoun t to $ 1.91 per month per station 
line. 

ALLTEL predicts that a total o f 69 ADC systems utilizing 
approximately l, 012 lines wi 11 be in place by the end of the 
first five-year period. Assuming t hat t hi s number of custc mers 
is correct, contributio n for v arious ADC s y stems r anges from 
17% to 68% , depending on the confiC)uration . Each fea ture will 
recover its c os ts and provide some contribution even at the 
m1n1mum rate levels , eliminating the possibility of 
cross-subsidies. 

The ·rates proposed by ALLTEL consi st of f loor, current and 
maximum rates . Accordi ng to the Company , all three rates were 
determined by rna r ket ana lyses and experience in other states. 
The floor rates were set at minimum l e vels but sli ll above the 
company's projected costs, includ ing some conlribution ALLTEL 
predicts a first year revenue i ncrease of $21 , 588 . 00 . 

ALLTEL · s cost support appears to be adequate and s hows 
contribution for each rate element at every price wilhin the 
proposed bands. However, the per line costs projected by the 
company depend o n how ma ny c ustomers subscribe to ADC . If the 
actual number of custome r s is greater than t he projectio n s , 
t hen the pe r 1 i ne costs wi 11 decrease, and vice versa. W1 th 
t hi s informatio n in mind, ALLTEL appears to have properly set 
its prices f o r ADC with this filing . 

The policies and structure of this service are similar to 
GTE ' s approved Cent raNet 1000 servi ce, as are the banded rate 
st ruc tures . The banded rates proposed here wi 11 bet er enable 
ALLTEL to r espond to cha nges i n the marketplace. 

Upo n conside r ation of the foregoing, we approve ALLTEL 's 
Digital Centrex service with banded rates as filed w1 h the 
prov ision t hat the company s hall file reports o n ~he effect of 
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changes in rates of ADC service four months after each rate 
change, f o r the next 24 months . These repo rts shall include 
quarterly data for the period from the l ast report (o r 
effective date of the tariff f o r t he first r eport ) o n the 
applicable rates, the number of customers parlicipat ing, what 
service those customer s migrated fr om if they are not new 
customers, a ny previous reve nues fr om t hose customers , dropptng 
or adding of service, all ADC promot i onal campaigns, 
complaints, company reve nues , and updated cost and con ribu tion 
i nformation. 

Based on the f o r e going, it is 

ORDERED that the proposed tariff fili ng by ALLTEL Flo rida, 
Inc. introducing ALLTEL Digital Centrex (ADC) service wit h 
banded rates is approved as set f o rth in the body of this 
Order . It is further, 

ORDERED that the company s hall fi lc reports c1s set forth 
herein. It is further, 

ORDERED that this docket s hall be closed . 

By ORDER 
this 2nd 

---'-'--'-----

( S E A L ) 

JSR 

of the 
d ay o f 

Florida 
AUGUST 

Pub lic Serv1ce Commissi on, 
1989 

Repo rting 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120 . 59(4), Florida Statutes to notify parties of any 
administrative heari ng or j ud icial review o f Commission orders 
that i s available under Sections 120. ~7 or 120 . 68, Florida 
Statutes, as well as the procedures and time lim1ts Lhat 
appl y . Th is notice should nol be conslrued to mean all 
reques ts for an administrative hearing or judiciai review will 
be granted or result in the relief soughl . 

Any party adversely affected by the Commission ' s final 
action in this matter may request : l) reconsideration of t he 
decision by filing a mo tion for reco nsideration with the 
Director , Di ·Jision of Records and Reporting within f1ftecn (15) 
days of t he issuance of this order i n the form presc ribed by 
Rule 25- 22.060 , F l o rida Admi n is ra tive Code ; or 2) jud1cial 
review by the Flor i da Supreme Court in the case of an electric , 

I 

gas or telephone u til i t y o r the Firs District Court of Appeal I 
in the case o f a water o r sewer utility by filing a notice of 
appeal wi th the Directo r, Division of R~cords a n d Reporting and 
filing a c opy of the notice of appeal and the filing fee with 
the app r opriate court . This fi 1 i ng must be completed within 
thirty (30) days after the i ssuance of this order, pursuant to 
Rule 9.110, Florida Rules of Appellate Procedure. The notice 
of appeal must be in the form specified in Rule 9 . 900(a), 
Florida Rules of Appellale Procedure. 
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