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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Implementation of local ex c hange 
company loll bill and keep 

) DOCKET NO . 850310-TL 
) ORDER NO. 21955 
) ISSUED : 9- 27-89 

The following Commissioners pa r t i cipated 
disposition of t h is matter : 

MICHAEL McK . WI LSON, Chairma n 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L . GUNTER 
JOHN T. HERNDOrl 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER ELIMINATING J,ITRALATA 
LEC TOLL SUBSIDY FOR INDIANTOWN 

BY THE COMMISSION: 

in t h e 

Notice is hereby given by t he Flo r i d a Public Se r vice 
Commission that t he aclion d iscussed herei n is p reliminary i n 
nature and will become fi nal un less a person whose interests 
are substa ntiall y affected files a peli t ion Cor formal 
proceeding pursuant lo Rule 25-22.029, Florida Admi nistralive 
Code. 

By Order No . 7743, we implemented a s y stem of bill and 
keep for local e xchange company (LEC ) in l raLATA toll revenues . 
Bill and keep for LEC toll began o n January 1 , 1988. In order 
to mitigate the effects of t r ansitioning the LECs lo bi 11 and 
keep , we c r eated a subsidy mechanism. Each LEC was made whole 
du ri ng the firs year of t he su bsidy plan. I n y ear s two 
through four, the amount of subsidy received by each LEC is 
bei ng phased down annually by 25¢/Access L i ne/Mon h. T he phase 
down occurs on January 1st of each year. Both GTE Florida, 
Inc. and Vista-United· Telecommunications we r e expected to 
e xperience losses from the transition to i n t r aLATA b i 11 and 
keep ; however, each elected o not receive an i n traLATA subsidy 
and have not par 1c1pated i n the subs1dy mechan ism . 

The basic purpose o f implementing LEC toll b ill and keep 
was to elin1inaLe the subsidies inherent in the old pooling 
s y stem . T he LEC to 11 subs 1dy mechan ism was designed to keep 
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LFCs whole in the transition from pooling to bi ll and keep and 
to avoid any immediate rate impar s. The mechanism was 
intended to last only until the Commiss ion was presented wilh 
an opportunity to address each company ' s particular 
c1rcumstances either through a rate case or other proceeding. 
By Order 21579 we determined Lo allow Alltel, Centel, Florala, 
Gulf, Quincy and United to withdraw from the intraLATA subsidy 
poo l. 

An audit of Indiantown's 1988 surveillance report has 
r ecently been completed and indicates that t he company has 
~ proximately $500 ,000 in earnings above its authorized cap of 
14 . 5 ROE. Indiantown's 1989 intraLATA subsidy is $232 , 000. 
I s i nterLATA subsidy is $11 5 ,000 annually. Eliminating both 
subs1 dies would l eave Indiantown with excess earnings of 
approximately $ 153 ,000 an nually. we a r e not aware of any known 
chdnges that will have a negative impact on Ind1 antown' s 

arn1ngs and tc'ld to reduce Hs excess earnings situati <.. n . It 
also appears tha the Company ' s overearnings wi ll cont i nu e . 

By Order No . 21474 issued June 28 , 1989 , in Ol"'cket No . 
890179 - TL , we accepted a proposa l from Indiantown t o cap its 
1988 and 1989 earnings at a level t ha t wi 11 produce a 14.5\ 
return on equity (ROE ). The earnings cap will protect 
Ind iantown 's ratepayers until a f1nal resoluti o n ca n be reached 
on tho r mai ning prospective overearnings. 

In l ight of Indi dn town · s current and a nti cipated earninns 
sttua 10n, we find it inappropriate that Indiantown should 
conl1nu to recei ve an intraLATA LEC toll subsidy. 
Accordi ng l y, eCfcctive Se ptember 1, 1989, Indi a ntown s hall no 
~onger recei ve a s ubsidy from the intraLATA LEC toll subsidy 
pool Al l subsidy payments received by Indiantown f or he 
p ci od January 1, 1989, through August 31, 1989 , s ha 11 be 
tr ea ed as par o f Indiantown's 1989 earnings. 

I 

I 

Ou r decis1on to elim1nate Indiantown · s ~bsidy is 
consislen with our pre vio us dec i s i on to eliminate Gu lf 
Te lephon Compa ny· s inte rLATA s ubsidy. In that case we 
eliminated Gulf's subs1dy after we had de ermi ned t hat Gulf was 
overearnt ng. S e Order No. 21678 . we r ecogn i zed from the 
beginntng ot the rntet- and IntraLATA s ubsidy mecha n isms that 
it would not be logical o provide a subsidy to aLEC that 1s 
in an overea r ni ng s position. As was the case wi th Gulf , I 
Indiantown no longer app~ars to need an I ntraLATA s ubs idy. 
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Jn .scco rdance with our deci s ion Lo elimiate Indiantown's 
inLraLATA LEC toll subsidy we also find it appropriate to 
revise Lhe LEC toll subsidy participant list amounts as well as 
the subsidy amounts. Attached to this Order as Append ix I are 
the revisions to the intraLATA LEC toll subsidy mechanism that 
reflect our actions above . 

Based on Lhe foregoing, il is 

ORDERED by the Florida Public Servi ce that the existing 
intraLATA LEC toll bill and keep subsidy received by IndiantcHn 
Telephone System shall be eliminated as set forth in the body 
of t.:his Order. In is further 

ORDERED that the intraLATA access charge subsidy mechanism 
is rev1sed as set forlh in the body o f this Order and as shown 
in Appendix r of this Order. 

By ORDER of the FlaT ida Public Service ~ommi ss ion, 
Lhis 27th day of _S:.:::EP:.:..T.!oEMB=~ER=:.:,.._____ _ill9 __ _ 

Divi s i o n of Reporting 

( S E A L ) 

TH 

NOTICE OF FURTHfR PROCEF.OINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is requrred by 
Sect1on 120.59(4), florida Statutes, to noliCy parties of any 
adm1ni s trative hearing or judicial review of Commission orders 
that 1s av1ilable under Sections 120 . 57 or 120.68, Florida 
Statutes , as well as the procedures and time limits that 
apply. This notice should not be construed to mean all 
requests fot an administrative hearing or judicial revi ew wi 11 
b granted or res ult in the relief soug ht . 
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The action proposed herein is preliminary in na t ure and 
w1ll not become effective or final, except as provided by Rule 
25-22.029 , Florida Administrative Code. Any person whose 
s ubstanlial interests are affected by the action proposed by 
this order may file a petition for a formal proceeding, as 
provided by Rule 25-22 .029(4), Florida Administrative Code , in 
the form provided by Rule 25-2 2. 0J6(7){a) and {f), Flori da 
Adminis rative Code. This petition must be received by the 
Directo c, Division of Records and Rept)r ting at hi s offic.:e at 
101 East Ga~nes Street, Tallahassc.e , Florida 323 99- 0870, by the 
close of busi ness on October 18 , 1 __ 9_8_9 ______ __ 

In the absence of such a petition, this order s hall become 
effective o n th\! day subsequent to the above date as provided 
by Rule 25-22.029(6), Florida Administrat ive Code , and as 
refl ec ted in a sub~equenl order . 

I 

Any objection or protest filed in this docket be f o re the 
issuance date of this order is considered abandoned ~nless it I 
satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this order becomes final and effective on the date 
described above , any party adversely affected may reques t 
judicial review by the Florida Supreme Court in the case oC an 
electrtc, ga:. or telepho ne utility or by the First District 
Court of Appeal in the case of a water or sewer uLility by 
filing a notice of appeal wilh the Director, Divisi o n o f 
Records and Repo r ting and filing a copy of the notice of appeal 
and the filing fee with the appropriate court . This filing 
must be completed within thirty (30) days of the effective date 
of this order , pursuant to f..ule 9 . 110, Florida Rul es of 
Appellate Procedure. The notice of appeal must be in the form 
s pecified in Rule 9 . 900(a), Florida Rules of Appellate 
Procedure. 
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IHTRALATA TOLL BILL AND KEEP 
CALCULATION OF SUBSIDIES AND SURPLUSES •• 

EFFECTIVE SEPTEMBER 1, 1989 
(SOOO) 

1 2 3 4 5 6 7 

COt1PANI ES 
PHASE OUT SUBSIDY WITH 
OF SUB @ COMPANIES CONTRIB COMPANIES SURPLUS 

ACCESS JNTRALATA S0 .25 NEEDING $0.0242 NEEDING AFTER 
LINES BILL/ KEEP /ACCESS SUBSIDY / ACCESS SUBSIDY CONTRIB 

COMPANY 12/ 31/85 IMPACT LINE/ MD 2 + 3 LlNE/MO 4 + 5 2 .. 5 
--- --- ----- --- -------- --- ------ ------ --- --------- --------- --------- ---------
NORTHEAST 4,461 (322) 13 (309) ( I ) (310) 

ST . JOE 18, 255 (634) 55 (579) (5) (585) 

SOUTHERN BELL 3,549 ,016 10,099 (1 ,031) 9,068 • 

SOlJTHLAND 2,545 (151) 8 (143) ( 1) (1 44) 
----------- ----------- --------- --------- --------- --------- ------- -- ---·-----
TOTAL 3,574,277 8,992 76 ( 1 t 031 ) (1,039) (1,039) 9,068 

........... --·--·--· --···--·· ---····-· --·-····- --······· -········ 

• SOUTHERN BELL ' S SURPLUS HAS BEEN DISPOSED OF THROUGH PREVI OUS RATE REDUCTIONS 

*'* EXCLUDING: ALLTEL , CENTRAL , FLORALA , GTE , GULF , INDIANTOWN , QUINCY , 
UNITED , AND VISTA-UNITED 
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ltHRALATA TOLL BILL AND KEEP 
CALCULAT ION OF SUBSIDIES AND SURPLUSES ** 

EFFECTI VE JANUARY 1, 1990 
(SOOO) 

2 3 4 5 

PHASE OUT SUBS IDY 
OF SUB @ COMPANIES CONTRJB 

ACCESS INTRALATA so .so NEEDING S0.0224 
LINES BILL/ KEEP /ACCESS SUBSIDY / ACCESS 

COMPANY 12/ 31/ 85 IMPACT LINE/ HO 2 + 3 LINE/HO 
----------- ---------- - ------- -- --------- --------- -- -- -----

NORT HEAST 4, 461 (322) 27 (295) ( 1 ) 

ST. JOE 18,255 (634) J 10 (524) (5) 

I 

6 7 

COMPANIES 
WITH 

COMPANIES SURPLUS 
NEEDING AFTER 
SUBSIDY CONH' IB 

4 + 5 2 + 5 
--------- ---- -----

(296) 

(5?9) 

SOUTHERN BELL 3,549,016 10,099 (955) 9 .144 • 1 SOUTHLAND 2,545 ( J 51) 15 ( 136) ( 1} (136} 
----------- ----------- --------- ·-------- --- -- ---- -·- ---- -- ----- ---- ----·- -- -

TOTAL 3,574,277 8,992 152 (955) (962) {962) 9. 144 
••••••••••• ••••••••• ••••••• •• ••••••••• ••••••c•• ••••••••• ••••••••• 

* SOUTHERN BELL ' S SURPLUS HAS BEEN DISPOSED OF THROUGH PREVIOUS RATE REDUCTI ONS 

** EXCLUDING: ALLTEL , CENTRAL , FLORALA , GTE , GULF , INDIANTOWN , QUlNCY , 
UNITED , AND VJSTA-UtUTED 
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IHTRALATA TOLL BILL AND KEEP 
CALCULATION OF SUBSIDIES AND SURPLUSES •• 

EFFECTIVE JANUARY 1, 1991 
(SOOO) 

2 3 4 5 

PHASE OUT SUBSIDY 
OF SUB @ COMPANIES CONTRIB 

ACCESS INTRALATA $0 .75 NEEDING S0.0207 
LINES BILL/KEEP / ACCESS SUBSIDY /ACCESS 

COMPANY 12/ 31/ 85 IMPACT LINE/MD 2 + 3 LINE/MO 
----------- ----------- --------- --------- --- ------

NORTHEAST 4~461 (322) 40 (282) (1) 

ST . JOE 18,255 (634) 164 (470) (5) 

SOUTHERN BELL 3,549,016 10,099 (880) 

SOUTHLAND 2,545 (151) 23 ( 128) (1) 

----- -- ---- --------- -- --------- ----- ---- ----- ---- -- ---- -- -
TOTAL 3,574,277 8,992 227 (880) (886) 

6 7 

COI1PAN1 ES 
WITH 

COMPANIES SURPLUS 
NEEDING AFTER 
SUBSIDY COtHRI B 

4 + 5 2 + 5 
--------- -·--- ----

' 283) 

(474 ) 

9, 219 • 

{129) 
-- ------- ---------

{886) 9, 219 
••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

SOUTHERN BELL'S SURPLUS I~ BEEN DISPOSED OF THROUGH PREVIOUS RATE REDUCTIONS 

•• EXCLUDING: ALLTEL , CEHTRAL , FLORALA , GTE , GULF , INDIANTOWN , QUINCY , 
UNITED , AND VISTA-UNITED 
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