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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Review of SOUTHERN BELL 
TELEPHONE AND TELEGRAPH COMPANY'S 
capital recovery position 

) 
) 
) 
) 

DOCKET NO. 890256-TL 
ORDER NO. 21941 
ISSUED: 9-25-89 

The following Commissioners participated 
disposi ion ol this matter: 

MICHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BY THE COt11-HSSION; 

GERALD L. GUNTER 
JOHN T. HERNDON 

ORDER DENYING MOTION 
AND 

GRANTING REQU~T FOR HEARING 

in the 

I 

By Order No. 201 62 , issued October 13, 1988, in Dockets I 
Nos . 880069-TL and 870832 -TL (the Rate Stabi lization 
Proceeding ), we ordered Southern Bell Telepho ne and Telegraph 
Company (Bell ) to collect certain revenues, $17,114 , 28 1 for 
1989 and $147, 743,082 Cor 1990, subject to disposition in 1989 
when the company files ils next triennia l depreciation study. 
The order states thal, if Bell justifies a need fo r additional 
deprecia t 1on expense, these revenues can be applied to that 
purpose , but if the nee d for depreciation is not proven, they 
can be disposed of otherwise. 

Usually, a docket to address represcription is not opened 
unlil a company files its triennial depreciation study. Our 
Staf C opened Docket No . 890256-TL on February 17, 1989, for 
that purpose because the Office of the Public Counsel ( OPC) 
began its discovery .regarding this issue before the anticipated 
study was filed . ln Order No. 20850 , issued on March 3, 1989, 
in crvention was acknowledged for OPC 1n t his docket. 

On May 12, 1989, OPC filed two motions : the first (the 
Mot 10n to Close) seeks to close Docket No. 890256-TL and to 
address appropria e depreciation rates foe Bel l i n Docket No . 
880069-TL; and the second ( the Implementation Mot ion) seeks to 
require a January 1, 1989 implementation date for any new 
depreciation rates and recovery schedules , or in t he 
al erna ive, to refund the money held subjec to disposition i n I 
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1989 . Bel 1 filed responses in opposition to both of OPC's 
mot ions on t-t a y 2 4 , 1 9 8 9 . 

On :-tay 1, 1989, Bell filed an updated capital recovery 
schedule (the Analog Schedule ) for its analog switching 
equipment slated for retirement in 1989, 1990 and 1991, with a 
proposed implementalion dale of January 1, 1989 . A complete 
depreciation study addressing all accounts was filed on May 22, 
1989 (the Study), with a proposed implem~ntation date of 
January 1, 1900. 

On June 16, 1989, the Florida Cable Television Association 
(FCTA) moved to intervene and filed a request for hear ing. 
Bell respondLd on July 6, 1989, asking us to deny FCTA ' s 
request for hearing bu not opposing FCTA's intervention. In 
Order No. 21651, issued on August 1, 1989, intcrvcn ion was 
author1zed for FCTA. 

1'he Motion to Close 

The Motion to Close offets sev era l arguments in s~pport of 
OPC' s pos tl ion thc1 t Docket No. 890256-TL should be c loscd and 

hat the Ana log Schcdu 1e and the Study should be add r~ssed in 
the Rate Stabi 1 izalion Proceeding . OPC contends first th. t. 
because Order No . 20162 directed that certain 1989 and 19 cJJ 
revenues be collected subject t o further disposition, ouL 
review of it should be made part of the Rate Stabilization 
Procecdtng ra her than taktng place in a separate docket. OPC 
asserts that the Study should not be considered in a manner 
similar to one submjtted by any o ther telephone company because 
no o her repcescription has had an effect on revenue held 
subJCCl to Curlhec disposition. Finally, OPC complains that 
the Ana log Schedule was not served on the pact ies to the RJ tP. 
Stabllizalton Proceeding. 

Upon review of he Motion to Close, we find that Docket 
No. 890256-TL was app copr i a ely opened in acco rdancc with our 
norma 1 prac icc dea 1 i ng with represcriptions. \'le do not find 
any language 1n Order No . 20162 indicating that Bell's 
reprcscriplion wi 11 be considered as part of the Rate 
Stabll izati on Proce ding. Rather, that order holds open until 
we complete our represcript1on the question of how we should 
dtspose of potential exc ess revenues calculated for 1989 and 
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1990 . We conclude thal proper depreciation ra tes and recovery 

schedu les musl be prescribed befor~ we can deal wilh the 
revenues being collecleJ subject to disposition. 

The Rate Stabilization Proceeding remains open to monitor 
and revtew th earnings sharing pla n adopted fo r Bell and to 

resolve the disposition of excess revenues Co r 1989 and 1990 . 

Even though depreciation expenses do have an impact on 
earntngs , depreciation rates should not be based on earnings 

leve 1 s. For this reason, we believe t ha l Docket No . 8902 56-TL 

is the appropriate proceeding Cor represcrib1ng Bell ' s 
Jepreciation rates and recovery schedules . Once this has bee n 

accomp 1 i shed , the disposi lion of the revenues held subject to 

dispositton in 19A9 and 1990 can be addressed . 

OPC ' s final argument regarding the lack of service of the 

Anal og Sc hedule by Bell upo n p1rlies to the Rate Stab t lization 
Pzoceeding is not germane to the Motion to Close. We nv te that 

OPC should have been served a copy o f this documen t si nc e it is 

I 

a par Ly lo Docket No . 890256-TL . However, no o lhe r pa rty h ad I 
tnt. rv ned when Bell ' iled the Analog Schedule ; therefore, no 

o her party should have expected to have been served a copy . 

Order No. 20162 p 1 aced the parties to the Rate Stabi U za t ion 
Proc cding on notice that we would b~ considering Bell ' s 

tr1 nnial depcec1ation study . This dockcl has been opened 
since r c bruaty, and we believe Lhal parties who wished to 

tntcrv ne would have done so . 

The Im 

In support of the Implementation Motion, OPC slates that 
Bell filed the Analog Schedu le with a requested implementation 
date of January l, 1989 , and has further requested t hat t he 

r e venues , $17,114, 28], held subject to disposition in 1989 b y 

Order No. 20162 be applied Lo recover these proposed additional 
exp nsrs. Tht. .. request ignores , in OPC ' s op i nio n, all other 

accC\unts whi c h wa s not the action con lempla ed i n that order. 

Additionall y,• during the heari ngs held in t he Rate 
Stabilization Proceeding, Bell repeatedly reCerred, according 

to OPC, to h depreciation study t h at would be f i l ed during 
1989 to back up the company· s request to reserve funds f o r 

add it. ion a 1 depreciation expenses and to its inadequate rcse rve 
posit. ton. 
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We general l y g rdnl a company's reques t f o r a specif ic 
t~plcmen ation date f o r new ly- presc r i~cd depreciatio n rates and 
recove ty schedules where the data s ubmit ted in its study 
support t hat. date. Thus, if Bell demonstrates a need for an 
tnc rease in depreciation rates i n 1989 , we will consider its 
reques t f or implementation or t hese rates during that year . 
The Study is b1 ru rca ted: a porlion is sought to be implemented 
in 1989 a nd the remainde r would be implemented in 1990. In the 
past . several companies have fo llowed t h is approach. Our main 
conce rns are whether there is a need for additional 
depreci ation expense in 1989, a nd if so , the extent of that 
ru'!ed. 

Our S c.~Cf i ~ studying the merits and timing of Bell's 
r equests as part o£ 1 t s revi e w or the Analog Schedule and the 
Study and wi 11 mct ke a reconunendation of appropriate r ates and 
rccovety schedu l es when t hi s review ha s been completeo . 
Accor d1ngl y, a decision regard ing the Implemen t ation Motion 
wtll be d (erred unlll we are p repared to take final act ion on 
the Study. 

FCTA ' s Motion Co r Hea r i ng 

FCTA's motion f or hear i ng is based o n ten issues of 
disputed £act and policy. FCTA alleges tha t Bell ' s proposed 
dep recia tion rates and reco very schedules r egarding lhe phase­
out o£ exisling s witching equipw.c n t a nd copper cable arc no t 
justified on Lhe basis of providing economical basic telephone 
services. Rather , FCTA claims they are an attempt. to have the 
general body of te lephone ra tepayers subsid i ze Bell ' s video 
v entures . This motion rai ses the issue of whe her Bel l is 
installing fiber optic facilities in the local d istri bu tion 
loop, where it is not economically justified fo r "Plain Old 
Telephone Se rvice (POTS )" , in o rder to enable the compa ny to 
engage in video prog r ammi ng. FCTA po i nts out t ha t copper 
faci li ies now in the l oca l l oop ca n delive r all services 
d sc ribed i n the Study e xcept broad- band video . FCTA asserts 

hat f ibe r opt:cs s hould not be ins t a lled in t he di stri bu tion 
portton o f the local loop un less ils use i s economically 
jus ified o n the basis of pro viding POTS alone . Whe n all 
relev.ln costs a re taken into acco unt and properly evalua ted , 
FCTA beltcves that t he placement of fiber i n distributi on plant 
w1ll be s hown ~o b un conomical . FCTA complai ns that Bell ' s 
depr•cialton pr o posa l s £o r copper- cable are desig n-ed to enable 
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the company to finance che construction of · end-to-end'' fiber 
in the local loop with monopoly tul~payer s · money . Fiber to 
the hom is necessary to deliver so-called " information age" 
5~ rv1ccs, in FCTA's v1ew, of which video is the only such 
serv 1ce that cannot be delivered adequately by copper 
facili ics. 

On July 6 , 1989, Bell filea its response to FCTA's hearing 
request, contend1ng that FCTA's allegations are flawed because 
they are pr mised on the erroneous assumption that the Study is 
no based upon the provision of telephone service and also that 
Bell's cus omers only want and need basic voice-grade telephone 
sc rvlce. The company further argues that the placement of 
f1ber op ics rather than copper facilities and the replacement 
of analog switching equ1pment is the most economicall y prudent 
mea ns of provtdi ng thf' telecommunication services df'manded by 
i s cus om rs. In addilion, Oell charges that , because cable 
television 1s bas1ca lly an unregulated monopoly, fCTA's 

I 

interest is to do anything in its power to excl Jde a ny 
po tential competitor including Bell from the cable television I 
rna 1 ... ct. 

The purpose o f this docket is to represcribe depreciation 
'ote:. and recovery sch dules for Bell. The issue of whether 
the comp.Jny·s nc work plans to install fiber routes and to 
replace oc upgrade its current s wi tching equipment are cost 
justified is ccn ral to this proceeding. Our Staff ' s initial 
revie w of he Study concludes that Bell· s proposals are the 
rcsull of a forecasting analysis that we rejected during the 
1983 reptescription and may not be supportable by Bell's 
network plans. Cer ain plans and supporting cost 
justifications, not s ubmitted as par t of the Study, have been 
request d by OPC as part of a request for production of 
docum'nts. Th plans and cost studies that have been submitted 
lo da e appear vague and appear not to provide adequate support 
for he compdny 's proposa ls . For these reasons, we grant 
FCTA's r quest for hearing. 

However, h1s proce~ding will no be a debate over whether 
Bell should provide video services. At this time , Bell can 
onl y pcov1d he transport of video services in accordance with 
various 1 g l restr1c 1ons . Our S aCC believes that such 
tcdnsport: 1s nJ a s uppo t table basi s o n which to justify fiber 

o th hom as be1ng economical. The provision of unregulated 
'i<?tvlCP'S .. hould not be an issue in his docket as long as the I 
cleco~un1ca 1ons n work being developed is cost j ustif ied . 
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Our Staff believes that depreciation rates and recovery 
schedules should be designed Lo recove r a company ' s 
prudently-invested capital over the period of time this 
tnve~Lmcnl is serving the public. A part of any represcrip ion 
is our rev1ew of the company ' s planning to assure prudence . 
Cosl st udies are generally requested i n s upporl of that 
planning to assure that replacements are being made o n an 
economtcally-justified basis. To the extent thaL Bell' s plans 
Lo replace ils switches or to install fiber cable are not 
economicall y and prudently justified, we wi 11 take lhis into 
consideration in reprcscribing depreciation rates and recovery 
schedules. These issues wtll be considered in this proceeding. 

Now therefore, it is 

ORDfRfD by Lhe F lorida Public Service Conunission Lhat the 
Office o! Lhv Public Counsel 's motion Lo close DorkeL No . 
8902~6-TL ts hereby denied. Il is further 

ORDERED lhal 
890256-TL filed by 
he reby granted. 

the request for hearing in Docket No. 
Lhc Fl o r ida Cable Television Associdlion is 

Lh Florida Comrnission, By 
thi s 25th 

ORDER of 
day of SEPTEMBER __ .;;..;;;.,; Public Service 

1989 

( SE Al~) 
DLC 

STEVE TRIBBLE 
Director of Records and Reporting 

by· ~~~-· 
Chie:Bureau of Records 

NOTI CE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Flottda Public Service Commission is required by 
Sectton 120.59{4), Florida Statutes, to notify parties o f a ny 
administra tve hearing o r judicial review o f Commission o rde rs 
tha is avallable under Sections 120.57 or 120.68 , Flonda 
Slatules, as well as the procedures and t1me limits that 
apply. fh1s notice s hould not be cons ~ued to mean all 
r ques s for an admin1s ra ive hearing or judicial revi ew wi 11 
be gtan ed o r resul i n he relief sought. 
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Any party adversely affected by t he Commission ' s final 

action in this mal er ma y request : 1) reconsideration of the 

decis1on by filing a motion for reconsiderati o n with the 

Director, Division of Records and Reporting within fifteen (15) 

d.J ys of the issuance of this order in the form prescri bed by 

Rule 25-22.060, Florida Administrative Code; or 2 ) judicial 

review by lhe Florida Supreme Court in the case of an elect ric, 

gas or telephone utility or the First District Court o f AppeJl 

in the case of a water o r sewer utility by filing a notice of 

appeal with the Director. Di vision of Records and Reporting and 

flling a copy of the notice of appeal and the filing fee wilh 

the appropria e court. This filing must be completed within 

thirty (30) days after lhe issuance of this o rder, put suan l to 

Rule 9 .110, flo!lda Rules of Appellate Procedure. The notice 

of appeal must be in lhe forrn specified in Rule 9.900(a), 

Florida Rules of Appel late Procedure. 

I 

I 

I 
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