
I 

I 

I 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In rc: Proposed tarif( filing by ) 
SOUTHERN BELL TELEPHON e AND TELEGRAPH ) 

DOCKET NO. 891039-TL 

COMPANY to adJUS exis ing custom ) ORDER NO. 21912 
calling secv1c~s (CCS rates wi thin ) 
au hor ized rate bands ). ) ISSUED: 9-19-89 ________________ ) 

The following Convnissioners participated 
d1sposit1on of this matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

FINAL ORDER APPROVI NG TARIFF FILING 

BY TH~ C0Mt1ISSION: 

BACKGROUND 

in the 

On May 12, 1987 , Southern Bell Telephone and Telegraph 
Company ( Southern Bell or the Company) filed a tariff to 
i n troduce banded rate pricing for Custom Calling Services and 
Prestige Single Line Service. These services provide central 
o Cflce calling features t hat may be pro v i ded in a:, .3oc iation 
wilh an individual business or r esidence exchange line. Each 
service has a group of standard features and op ional features 
av ailable to subscribers. Such fea tures i nclude call hold , 
call !orwardtng, speed calling , and call waiting , as well as 
oth rs. we approved that tariff filing by Order No. 18326 , 
issued o n Oc ober 21, 1987 . 

The fl x1ble pr1c1ng concept we approved by Order No. 
183L6 es ablished a specific rate band with a differen t minimum 
nd maxsmum rate for each feature of the Custom Calling and 

Pre~tige Stngle Line services within wnich t he Company may 
ad)ust th prtce , following a thirty day advance no t ice to this 
Conwtuss1on and existing subscribers. Because of the i nnovative 
n turc of banded rates for preexisting discretiona ry servict:s, 
w rcquir d oux: Staff to monitor t h is specific tariff o ffering 
t or cigh cen months. At that time, we would consider whether 

0 9 3 6 5 $t P 19 IS39 

cpsc -RE COROS/REPCRTIUG 

117 



8 

ORDER NO. 21912 
DOCKET NO. 891039-TL 
PACE 2 

, would be appropriate to allow the banded rates to cont inue . 

It is 1mpo rtant to note that our approval, by Order No. 
18326 , of Southern Bell ' s request for banded rates for CCS did 
not automatically preapprove tariffs reflecting individual r a te 
c hanqes within the band. That Order prov ided that each tariff 
fllt ng altering rates for Custom Calling and Prest ige Single 
Line Service~ would continue t o be subject to the normal 
ta C1 £ C -app rova 1 process . In that Order. we also approved t he 
Company· s request for the shortening of t he statutory notice 
p r1 od for tariff filings from sixty days to thirty d ays . 

Our ob]ect 1ve in approving Southe rn Bell's request for 
banded rate~ wa s two-fold in nature. First , by g1v1ng the 
Cornpany lhe authority to utilize banded rales , we int~nded to 
give the Company the flexibil ity to res pond in market segme nts 
i n wh ich it is experiencing competitjon by altering pricc>s 
w1th1n lhe band. Secondly, by granting it banded ra t es, we 

I 

wt sh d to give the Company t he capability to set rates with in I 
each Custom Calling and Prestige Single Line Service rale ba nd 
a l pri ce levels where contribution from those di sc retionary 
:serv ices would be max imized. Our inten t was that such 
maximized cont ribution go towards maintaining low rates f or 
local service. 

By Order No . 18759 , issued January 27 , 1988, in Docket No . 
871328- TL, we approved Southern Bell ' s request to reduce Speed 
Calling JO to the min : mum rate wi thin its rate band . Based o n 
the quart rly reports , the implementation of that rate 
reduction resulted i n a decline in customer demand and c ompany 
revenue. However, it 1s poss ible dema nd would have declined 
even further without the price reduction. 

Subs .,quenlly, by Order No. 21338 , we approved the 
conlinualton of the banded r ate con cept . However , because 
Speed Calling 3 0 was the only rate c hange proposed by Southern 
Bell dunng our e ighteen month evaluation of the banded ra te 
concep for he Custom Calling and Prestige Single Line 
Secv1 ce~ , we required that Southern Bell file report s six 
months a fter any rate c hange to allow us t o conti nue to analyze 
the impac of any rate c hanges . 

DESCRIPTION OF THIS TARIFF FILING 

On August l, 1989, Southern Bell filed the instant tariff I 
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proposal to adjust existing Custom Calling Services rates 
within thc1c approved rate bands. Thi s is Southern Bell ' s 
first major request to alter rates with i n the approved rate 
bdnds. The rate changes proposed for residence features 
repces nt an increase of 10\ and the rate changes proposed for 
he bus1ncss fea ure cates represent an increase of 12\, w\th 

the exception o( Speed Call 8, wh ich is pro posed to be reduced 
by $.50, and Speed Call 30, for which no change is proposed. 
Southern Bell estimates that these rate adj ustments will result 
1n an estimated annual increase of $10 million dollars and thal 
he decline i n usage from the rate change will be minimal. 

Southern Bell's proposed rate adjustments fo r its Custom 
Calling Services arc based on the Company's evaluation of its 
Custom Call1!19.__Service Residence/Business 1988 demand study of 
users and nonusers. That study indicates that the c urrent 
rates are below the rates that their customers are wil ling to 
pay tor these discretionary services. These proposed rates 
Call w1thin the rate bands we approved by Order No . 18326 . 
Therefore , the Company requests that it be allowed to respond 
to whal it has de ermined is its customers ' level of demand for 
these services and , i n that way, t o maximize the c ontribution 
!rom hese servi ces. 

REVENUES FROM THIS TARIFF FILING TO BE 
- lXCLUi5ED FR0/11 EARNINGS SHARING POOL 

CREATED BY COMPANY ' S RATE STABILIZATION PLAN 

rn addition, Southern Bell proposes to include the 
revenues from 1ts Custom Calling Services tariff filing as a 
rate change on its Ra te Changes/Exogenous Factors/Debt 
Chi!_nges{Tech!!!? logi cal Chan es Report filed as an attachment to 
the monthl y Florida Surveillance Report . The Company asserts, 
that as rate changes, the r evenues from this ariff filing 
would be 1ncluded tn the netting of these f our factors in 
determining its revenue requiremen t . These revenues would, 
therefore , be e xcluded from the earnings sharing pool we 
approv ed in Order No. 20 162, issued i n Docket No . 880069-TL in 
whtch w considered Southern Bell's Rate Stabilizatjon Plan . 

By Order No. 20162, if we permit Southern Bell to increase 
o r decrease totes, those increases or dec ceases will be net ted 
against the exogenous factors beyond their control. If there 
.He any revenues in excess after the positive and negative 
revenues havP b en netted out, then 100\ of t~e remaining 
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revenue will be subject to refund . As of May 31, 1989, 
Southern Bel 1' s surveillance report i ndi c ates rate changes for 
1989 will result in a net increase in ea rning s of $4,456,000 
wh1lc exogenous fact o rs will result in a net decrease in 
ear n ings of $8,171,000 . The e xogeno us f ac to rs ace made up o f 
dcpr c1a 10n incteases of $ 3,221,000 and separatio n changes of 
$4,9 50,000. Based o n the Company's figures , netting the rate 
changes and exogenous !acto rs together results in a total 
decrease in earn1ngs of $3,715 , 000. Howe ver, we do not 
necessa r i ly agree with these amounts and will not commit to 
these figures until we have an audit perfo rmed . 

Again based on Southern Bell · s figures, our a pproval of 
this tariff fillng will result in a total i ncrease in earnings 
for t he remai nder of 1989 o r '$3,333,000 (33\ of $10,000,000) , 
bas ed on a September 1 , 1989, ef fect i ve date. Since nett i ng 
the revenue increase of $3,333 ,000 with t he revenue decrease of 
$3 ,71 5 ,000 resul t s i n a n t decrease of $385,000, there would 
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be no refund for 1989. However, for 1990, all things being I 
equal , Lhore may be a refund o r disposition o f ea en i ngs of $ 4 
to $ 5 million dollars. As of May 31, 1989 , Southern Bell is 
cu rr ntly achieving approximately 12. 63\ return o n equi t y 
(ROE). Our approval o f th is filing wil l i ncrease the Company ' s 
rc urn o n equity to approximately 12.94\ o n an annual basis. 

In consideration of Lhe f o rego ing, we find it appropriate 
lo app rove lhi s tali rc Ci hng as an exercise o f the authority 
Lo utilize banded .tales for Custom Calling Services that we 
g ranted So u hcrn Roll by Order No. 183 26. Our approval is also 
bas d on he f;ac t hat these revenues wi 11 be netted agains 
exogenous factr,>rs as we required by Order No. 20162. We find 
1t appropriat~ t o require Southern Bell to i nclude b ill 
stuff rs i n custome r bills o ne month prior to the rate c h ange 
going into effect. 

Becaus Soulhern Bell ha s implemented only one rate change 
w1 htn the previo usly approved ra e bands during the initial 
18- mon h moniLoring period, we f ind it a ppro priate to require 
Southe rn Bell to ftle repo rts with t hi s Commission whenever 
there are ra te changes w1thin hese bands. The Company shall 
file a report s1x mon~hs after each rate change to allow us to 
naly~e 1ts mpact. The report s hall include quarterly d ata 

fo r the corr_spondi ng pertod from the previous repo rt (or 
e ffcc ive date of he tariff Cor the first report). I 
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RLQUEST FOR HEARING FILED BY OFFICE OF PUBLIC 
COUNSEL DENIED; REQUEST WI LL BE TREATED AS 

A COI-1 PLAT NT AND SET FOR HEARING 

On August 16 , 1989 , the Office of Pu b lic Cou nsel (OPC) 
filed a RC~quest for Hearing o n this tariff filing. The OPC ' s 
request for hearing preliminarily identified various disputed 
tssues of material fact, law and policy including : whether 
th s proposed rate i ncreases take into account the price 
elasttc1ties of demand for these se rvi ces; whether offselling 
rate reduc ions to other services s hould be o r dered ; whether 
So u hcrn Bell's current earnings are within its authorized 
range of earnings ; whether Southern Bell's projec ed ea rnings 
Co r the remainder of 1989 and 1990 are within its authorized 
range o f earn1ngs w1thout hese rate increases. 

OPC argued at our Agenda Conference on August 29 , J.989, 
that it was entitled to a hearing prior to this tariff filing 
go1ng Jnto e!!ect. Based on .Elori da In terconnect ~·e lephone 
Colllj>an v. Florida Public Service Commission , 342 So . 2d 811 , a 
party is not entilled to a hearing prior to a tariff filing 
qo1ng into effect. This is certainly not to say t h at a 
substantially- affected party is not entitled to a hearing. 
However, such hearing ma y be granted after the subject tarif[ 
flling goes into effecl. Selling reasonable rates for 
util it1es is a legislative function, nola judicia l function . 

As Lh Flor1da Supreme Court stated i n the Florida 
Interconnect case , the "file-and-su spend " statute , Section 
364~05(4)~ Florida Statutes , survived t h e adoption of the 
Admin1straLive Procedure Act which is Chapter 120 , Florida 
Statutes. OPC Clted Chapter 120 as its authority for its right 
to a hearing prior to these rates going i n o effect . Upon the 
passage of th1rty days, t hese rates wou ld go into effect 
without a ny af fi nna ti ve action by lhi s Commission . In hat 
sense, th1s Orc'er is , as tne Florida Su preme COurt stated, 
· surplusage. · 

Based on 
OPC · s requcs 

the foregoing , we find t t appropriate to 
for a hearing prior to thi s tariff fili ng 

However, we will accept OPC ' s filirag 
as such, we will set it fot hearing 

1n o effec . 
complaint a.td, 
separate dock~t. 

Bas don the forego1ng, it is, therefore, 

deny 
going 
as a 
in a 
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ORDEREU by the Florida ~Jblic Service Commission that 
Southern Bell Telephone Company's tariff proposal to adjust 
existing Cuslom Calling Service~; rates within authorized rate 
bands is hereby approved. It is further 

ORDERF.O thal Southern Bell Telephone Company shall 
continue to f1le a report six months after each rate change as 
described w1thin the body of th1s Order. It is further 

ORDEREU lhc1t lhe OC C ice of Public Counsel· s Reques t for 
Hcaong is dcn1cd, bJt shall be trealed as a cor"plaint a nd set 
for hear1ng 1n a separate doc~et . It is further 

ORDERED that this docket is hereby closed. 

By ORDER 
this _lj 

{ S E A L ) 

SFS 

of the 
day of 

Florida Public 
__ ._:SEPTEMBE=·R-'------

Service 
1989 

t:omm1ssion , 

Reporting 

I 

I 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVI EW 

The Florida Public Service Commission i s r e qu ired by 
Section 120.59(4), Florida Statutes, to notify pa rties of any 
adm1nislralive hearing or judicial r e vi e w of Commi ss i o n orders 
that is available under Sections 120 . 57 or 120.68 , Florida 
Statutes , as well as the procedurPs and time l imits that 
appl y. This notice should no t be c onst rued to mean all 
reque:.;ts for an admi nistrative hea r ing o r judicial review will 
be granted oc result i n the relief sought. 

Any party adversely affected by the Commi ss ion ' s final 
action 1n this matter may request : 1 ) reconsideration o f the 
dcc1S10n by filing a motion for reconsideration with the 
Otrcctor , Oiviston o f Records a nd Reporting within fifteen (15) 
days of lhc issuance of this o rder in the form presc ribed by 
Rule 25-22.060 , F l o rida Adminis trative Code ; or 2) judic i al 
teview by the Florida Supreme Cou rt in the case of an ~ lect r ic, 
gas or tel"'phonc utility o r t he First District Court of Appeal 
in the case of a water or s ewe r ut ility by filing a notice o f 
app al with the Oirec o r, Division of Records and Renorti ng and 
Elling a copy of the notice ot appeal and the f i 1 ing fee wi t h 
the appropriate court. This filing must be comple ted within 
th1 rty (30) da ys after t he issuance of this order, pursuant to 
Rule 9 .110. florida Rules of Appellate Procedure . Th e notice 
of app~al must be in the form specified in Rule 9 . 900(a) , 
Flo r1da Rules of Appellate P rocedure. 
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