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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Invest1ga ion into INDIANTOWN ) DOCKET NO. 891235-TL 
) ORDER NO. 22275 TELEPHONE SYSTEM, INC'S. authorized 

return on equity and earnings } ISSUED: 12-7- 89 ____________________________________ ) 

The following Commissioners participated 
disposition of this matter: 

MICHAEL McK. WI LSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
JOHN T. HERlJDON 

NOTICE OF PROPOSED AGENCY AGTION 
AND 

ORDER ACCEPTING PROPOS~RESOLUTION AS MODIFIED 

BY THE COt~1ISSION: 

in the 

I 

Notice is hereby given by the Florida Public Service 
Commiss i on that the action discussed herein is pre 1 imina ry in I 
nature and wi 11 become final unless a person whose interests 
are s ubstantially affected files a petition for formal 
proceeding pursuant t o Rule 25-22.029, Ftor ida Admi nistrative 
Code . 

Indiantown Telephone Sys em, Inc .'s (Indi antown' ; or the 
Company' s ) la ""t authorized re turn on equity (ROE) wa s ... et in 
Docket No. 74569 -TL at 12.375\ + .375\. In Doc,(et No . 
80043 7 -TP, we approved a St i pula t ion to use a 14. 5\ ROE for 
purpos s of our s urve1llance program, as reflected in Order No. 
10127, issued July 7, 1981. In the years followi ng th"'t 
approval, there has been much uncertai nty about the effect of 
using a 14.5\ ROE for the conti nu ing surveillance program. To 
captur any excess earnings, Indiantown ' s calendar year 1988 
and 1989 earnings were capped at 14. 5\ ROE. Although 
Indiantown's last authorized midpoint ROE is more in line with 
the recent quarterly report on equity cost rates , its ROE for 
the surveillance program is significantly higher than curren 
conditions indicate would be appropriate and reaso nable for 
this Company. 

At our Agenda Co nference on Novembe r 21 , 1989 , we 
c ons idered an offer submitted by Indi antown on Novembe r 8, 
1989 , and November 20 , 1989, for the purpo se of resolving the 
i ssues in he above-referenced doc ket . Specifically, 
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Indi1ntown made the following proposals : {1) to establish 1 

new authorized ROE of 12 .5\ + 1\ for all future purposes; ( 2) 
to reduce lls intraLATA message toll service (MTS) rates by 
$215,000 annually, effective January 1, 1990; (3) o establi sh 
banded pnctng Cor tt;s 1ntraLATA Mrs rates; and (4) to cap tls 
1990 eatntngs a a 13.5\ ROE. 

Ind1an own has proposed a new authorized ROE o r 12.5\ + 1\ 
fo r all future purposes , includ1ng application of Lhe ta x ru le , 
for interim purposes, and for calrulation of ils IDC ra te. 
This proposed ROE ir within the range we f1nd Lo be a 
reasonable and appropri ate ROE for this Company, based upon the 
roost recent quarterly report on equ1ty cost rates. Because our 
1cceptance of this proposal would make a formal heartng 
u nnecessary and, therefore, would save constderable expen se , we 
find il appropriate to ace pt; Indiantown ' s proposal ror a new 
authortzed ROE. 

Indiantown ' s latest earnings surveillance report Cor he 
twelve months endi ng June 30, 1989 , indicates earnings abov~ a 
13 . 5\ ROE of $ 626,141. There were two major changes duetnq 
1989 which arc not reflected in thi s surveillance r port: Lhe 
clirn1nalion of I nd iantown ' s interLATA and intraLATA substdtes . 
and the elimina ion of its zone charges. In Docket No. 
820537-TP , we approved allowinq Indian own to forego i n e ri AfA 
and 1nLraLA1'A subsidy receip s of $347,000 per year, elfective 
September 1, 1989 . This $ 347 , 000 is included in th~ J1ne 30. 
1989, report, but will nol be r ece1ved by Indiantown in 1990. 
Along wilh the elimination ol lhese s ubsidies , weals 1pproved 

he e l tmina ion of zone charges of approximately $70,000 
annually. These two reductions in revenue in 1990 w ... ll bring 
Indian o wn ' s earnings in excess of a 13.5\ ROE to approximately 
$210,000. To reso 1 ve t;h 1 s . lhe Company has proposed o reduce 
its tntraLATA toll revenues by $215 , 000 annually. 

In its proposal of No vember 8, 1989, Indiantown proposed 
modify ing 1 s tntraLATA o ll rates by using the current toll 
rates as a cap and access charges as a floor, w ith he new 
rates to be developed wtthin that range . further, Indt antown 
proposed that fu ure modifications to these ra es be 
accomplished on a thirty day notice tariff filing, subJect to 
the same conditi o n s and r equirement s as imposed o n AT&T 
Co1M1unica tons of the Souther n Slates , Inc . in Ordct No. 16180, 
t:.su •d June 7., 1986. In i s proposal Ciled November 20 , 1989 , 
lndtan own mod.itied its initial proposal and proposed instead 
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that subsequent tariff filings be under the same terms and 
conditions as set forth for Southern Bell Telephone and 
Telegraph Company in Order No . 18326, issued October 21, 1987, 
e xcept that tariffs submitted by Indiantown would be 
accompanied by a statement of purpo5e and justification for the 
revlsJon, rather than any cost or pricing 1nformation. 
I nd iantown further proposed that the reduced requirements would 
be applicable so long as the rates remain within the band and 
consisten t with regulations in existence at the time of the 
reduction. 

we recognize that Indiantown's options to dispose of its 
overea rni ngs are limited. Its basic monthly local rates a r e 
among he lowest in the state . Further , its zone charges have 
a lready been eliminated. We believe that reduction of 
Indiantown's intraLATA MTS rates is an approptiate mea ns of 
reduc1ng its overearnings. Additionally, we believe that a 
reduction of the Company ' s busy hour minute of capacity {BHMOC) 
charge is also proper. 

Therefore, as to Indiantown ' s second and third proposal s , 
we propose accepting Indiantown ' s banded rate pri cing for its 
i nt raLATA MTS rates, as described in the Company's Novembe r 8, 
1989, filing and as further mod i fied in the Company's November 
20, 1989, filing . Further, as to Indi a ntown ' s offer '"o redure 
its intraLATA HTS rates by $ 215 ,000 annually, effective January 
1 , 1990, we propose rejecting this offer . Instead, we find it 
appropriate to require Indiantown to reduce its revenue . n 1990 
by $ 240 ,000 annuall y, or to approxtmately 12 . 5% , the midpoint 
of its new ROE range. Approximately $40, 000 of th1s amount 
shall be applied to reduce the BHto10C, with the balance of th~ 
reduc i o n going to reduce intraLATA MTS rates. Further, 
revised intraLATA MTS tariffs shall be filed by November 30, 
1989. 

We do not belie•·e that Indiantown's fourth proposal, to 
cap its 1990 earnings at 13. 5% , shou ld be accepted because we 
do not find this provision to be meaningful. Therefo re, we 
propose rejecting this offer. we note that should the Company 
exceed its authorized ROE range, appropriate action would be 
taken by this Commission at this time . 

I 

I 

Finally, because Indiantown's tariff format is extremely 
ouldalecl, we propose requiring Indiantown to file a reissue o f I 
1ls enUre Local and General Excl.ange Tariffs, in standatd 
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format, withul 120 days of 
this Order becomes final 
specified below. 

the date of this Order, assumi g 
at the expiration of the peri od 

Upon consideration, we shall propose o require the 
acl.i.ons specified above as a reasonable and appropriate 
resolution of the issues in this docket. This action shall 
become C ina 1 on the date following the date specified below , 
unless an appropriate petition protesting our proposed action 
is filed within lhe time period sp c ified below. This docket 
shall remain open pend1ng the ptoposed agency action period and 
untll all correct tariffs have been filed and reviewed by our 
s ta fC. At that time, this docket sha 11 be closed 
adm1nistratively. 

Based on the foregoing, it is 

ORDERED by the florida Public Service Commission that 
Indiantown Telephone Syst.em, Inc . ' s proposal to establish a new 
authoci~ d re urn o n equity of 12.5\ + 1\ for all future 
purposes is hereby accepted as set forth- in the body of this 
Order. Il is further 

ORDERED tha Indiantown Telephone System, Inc. ' c; proposal 
to establish banded rate pricing f o r ils intraLATA MTS rate~ is 
hereby acceplt.;d to the exU .. nl outli ned in the body of this 
Order. I is further 

ORDERED hat Indianto wn Telephone System, I nc. shall 
reduce 1ts revenues 1n 1990 by $ 240 ,000 annually, with 
approximately $40,000 of this amount applied to reduct t he busy 
hour minute of capacity charge and the balance of approximately 
$200,000 going to reduce its in raLATA MTS rates. It is further 

ORDERED that Indiantown Telephone System, Inc. sha 11 file 
revised 1ntral.ATA f4TS tariffs by November 30, 1989 . It is 
further 

ORDERED that Indiantown Telephone System, Inc. s hall file 
a reissue of its entire Local and General Exchange Tariffs, in 
s andard format, within 120 d a ys of this Order, as furthet 
specif1ed within the body of this Order . It is further 
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ORDERED that t his Order shall become final on the dat 
following the dat specified below, unless an appropriate 
petition protes ing our proposed action is filed within the 
time period specified below. It is further 

ORDERED thal if no protest is filed within the time period 
specified be low , this docket sha 11 remain o pen pending the 
s ubmission and review of all required tariffs, as set forth in 
the body of thi s Order, after which time this docket shall be 
closed administratively. 

By ORDER of the Florida Public Service Commission, 
this ~day of ___ DECEHB~E~R~------ 1989 

I 

STEVE TRIBBLE, Dtrector I 
Division of Records and Repo rting 

( S E A L) 

ABG by;....· _kL.:..,;;;~::.r=r:.-~.:.....;;:;;.=.of-'~=-=­
Chlftl Bureau of Records 

NOT~CE OF FURTHER PROCEEDI NGS OR J~DlClAL REVIEW 

The Florida Public Service Commission is required by 
Section 120 . 59(4), Florida Statutes, to notify parties of any 
admi ni s ralivc hearing or judicial review of Commission orders 
t hat is available under Sections 120.57 or 1 20 .68, Florida 
Statutes , as well as the procedures and time limits that 
apply . This noL1ce should no be construed to mean all 
requests for an administrative hearing or judicial review will 
be gran~ed or result in the relief s o ught. I 
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The action proposed herein is preliminary i n naLure and 
will not become effec ive or fi na l , excepl as provided by Rule 
25-2 2.029, Florida Admt n istrative Code. Any person whose 
substantial interests are affected by the action proposed by 
Lhis order may file a pelit ion Cot a formal proceedi ng, as 
provided by Rule 25-22.029(4), Florida Admi n istralive Code , i n 
the form prov1ded by Rule 25-22 . 036(7 ){ a) a nd {f), Florida 
Adm1nistra ive Code. Th1s petition musL be received by t he 
Direclor, D1v1. sion of Records a nd Reporling at his off ice at 
101 Easl Gaines Street, Tallahassee , FlrHida 32399-0870, by the 
close of business o n December 28 , 1989 

In the absence of such a petitio n, this o rder shall become 
effective on the day subsequent to the above daLe as provided 
by Rule 25-22.029{6} , Florida Admini sl raLive Code, and as 
reflected in a subsequent o rder. 

Any objec 1on or protest filed in th1., docket befor the 
issuance date of this ord r is considered abandoned unless it 
sadsfies t he foregoing conditions and is renewed within the 
speci fied pro est period. 

If this order becomes final and effective o n the date 
described above, any party adversel y affected may request 
j udicial review by the Florida Supreme Co urt in Lhe ca~l! of af'l 
electric, gas or telephone u ility or by the First Oi-;trict 
Court of Appeal in the case of a wa er or s ewer utility by 
filing a nolice of appeal with the Direc or , Divisi(Jn of 
Records and Reporti ng and filing a copy of the notice of appeal 
and lhe Clling fee wilh Lhe appropriate court . Th1s filing 
must be completed within Lh1rLy ( 30) days of the effective date 
of this order, pursuant to Rule 9.ll0, Florida Rules of 
Appellate Procedure. The notice of appeal must be in the form 
specified in Rule 9.900(a) , Florida Rules of Appellate 
Procedure . 
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