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BEFORf; THfo FLORIDA PUBLIC SERVJCt:. C011MISSION 

In re: Pe ition of C1tizens of he ) DOCKET N0.870171-TL 
Stale of Florida for a li mi ed ) 
proce dinq to reduce GENERAL TELEPHONE ) 
roMPANY OF FLORIDA'S authorized return ) 
on equity ) 

) 

In re: Investiqat1on into the proper ) 
applica ion o£ Rule 25-14 003, F.A.C. , ) 

DOCKET NO. 890216-TL 

relat1ng to tax savings rrfund for ) ORDER NO . 2 2 7 3 3 
1988 and 1989 for GTE FLORIDA , INC. ) 

) 
) 

ISSUED: 3-26-90 

The o I lowing CoiMliss toners part1c1pated 
disposition o! this matter : 

MICHAEL McK. WILSON, Cha trman 
THOMAS M. BEARD 

BETTY EASLEY 
GERAI,D I... GUNTER 
JOHN T. HERNDON 

NOTICE _Of PROPOSED AGENCY ACTION 
AND 

ORDER ON LTTI0~TION EXPENSE 

BY THI-: COM!!\ ISS ION: 

in the 

Notice 1s h~reby g1ven by Lhe Flortda Public Service 
Convnission that lh• .;ction discussed herein is preliminary in 
na urc and wtll bccJme ftnal unless a person whose interests 
ar• subslan tally affec ed ftles a pel1lion for formal 
proc •ding pursuan to Rule 25-22.029 , Flonda AdministraL1ve 
Code. 

By Ord c No. 22352, 1ssued Decemb r 29, 1989 , dealing with 
GTE Florida Incorporated's (GTEFL's\ 1988 tax savings , we 
direc ~d our Staff to investigate fur her the costs and he 
s tlemcnt amoun related to a lawsuit brought by Home Shopping 
Nc '..JOtk (HSN). GTEFL was a dcfendan 1n the HSN litigation. 
Another d I ndan , GTE COIMlUOlCQltons Co rporation (GTECC), is 
an aC!ilia c Jt GTEfL but 1s nol regulated by the COIMlission . 
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le have obta1 ned and reviewed addittonal Information which 
w be 1 i eve represents he comp 1 ete amounts paid by GTEFL and 
GTECC to ou s1de professionals for se rv ices in connection with 
thts litigation . The otal expense for such services during 
1987, 1988 and 1989 Jppears to be $ 15 ,836 , 110 . This amount 
c presents t he total expense before any allocations between 
e1Lhc 1 regulated and non - regula ed ope r at 1ons or intrastate and 
interstate )Urlsdictions. The total settlement amount paid to 
the defcndan s by HSN appears o be $4, 500 , 000, which wa s 
assign d 50\ to GTEFL and 50\ to GTECC. 

When CJ u i 1 i y 1ncurs expense in defending a lawsuit, one 
pollcy hd we have applied is to trca the costs as expens<.s 
of th ~ p riod ... 1n which they were Incurred. In some cases , we 
have applit!d an alterndlivc policy of deferring the expense and 
amor izing 1 over some futurl period. In this case , we 
believ that a portion of the total profess1onal fees arc 
rcla cd to u ll1ty o per ations because GTEl'L was a defendant in 

I 

a l awsui whtch deal Jn part w1th the telephone sP.rvicc I 
r nd~rcd to a customer . We accept as rea son ablt: the allocation 
of these e x penses be ween th~ r egulated and non-regulated 
ope rati ons 1n t he 50:50 rat1o and approve the 50\ Jllocation to 

he r ~ula ed o perations o f GTEFL. 

we f 1nd ha t $3,1 29 , 870 wa s the total amount which should 
be assigm'd o 1988 and that on~- half of this amount, 
$1,561. 9JS, shoul~ be allocated to GTEFL as a regulated 
exp•n-.e. We ftnd that a porll on of the settlemen t payment 
should b• dis rtbu ed to 1988 o n the same basis tha the costs 
ar assign d . Af er alloca ing the payment in h1 s way, w 
t1nd ha $444, 693 ot the settlement payment s hould be asstgned 
to GTfFl. , whi ch represcn s 50\ of the poe ton applicable t o 
1988 . Oft .. e t1ng thi:. 1988 set Llemenl payment w1th this 1988 
expens~· would lead lo a net regu 1 a led e xpense of $1, 120, 24 2. 
GTEFL ac &;lll y e xpensed $1, 653,227 dur1ng 1988, which 1s 
$532,985 more than we find apptoprtate. Exclud1 ng the 
tn er <J a c portlon, a riecrease 1n i.n lras ate e xpenses of 
$ 354, 254 is tequ1red to implement our dec1ston. 

In O r~ec No. 22352 , we" ordered a prelimtnary reduction of 
t.he HSN l1t1gaLion e xpense recorded by GTEFL for 1988 . On an 
1n r a5 ate basts , .. hi s reduct 10n was $ 390 , 608. Based o n the 
foteqotng computa ions, o ur prelimi nary decision reduced 

b ... ween $ 390,608 and 354 , 254 more than necessa ry to 
GTEFL's allowable 1988 e xpenses by $3 F ,354 the difference I 
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1mpl ~m n our ftnal conclus1on. The effecL o n t he refund would 
be $ 7,111 b cause it was based only o n the lax savtngs r elated 
to he e xpense disallowance . Our f i nal determi nation o f t he 
p cop"r allocat1on of l he HSN li t i gation cost and settlement 
payment; rcsul s tn GTEf•J,'s over- r e f u ndinq of .,.1988 tax sa v i ngs 
by $7, lll, which we JUdge lo be an inmater i al amount. Based on 
this conclu~ion, we wtll direct GTEFL to make no fur her 
adjus m nl to he 1988 refund . Howeve r , because he material 
that we rcv1cwed is not par of t he tecord of th1s proceed1ng, 
we tssu• hi s decis1on as Proposed Agency Ac ion. 

We intend to addrcs~ pending matter s 1n these consolidated 
dockc s .n a later tiiT'e. Acco r dtng1y, these dockets will 
rematn o p n t or those purpnses . 

TtPrcfor•!, based on the f o r<'go tng, 1t is 

OROEfU:n by the florida Publ t c Se rvice Commisst cn that no 
furth 'l adjusl rr:ent sha 11 be made to the refund i'rno Hlt fo r 1988 
tilx s.vi ngs related lo t he Home Shop 1Hng Network li '. igation. 
I t is fur tl.e r 

ORDF.Rr-;o tha t th~ above-referenced dockets remain open . 

Hy ORD£-:R o ( 
t h 1 s u t ll d y 0 ( 

( S F. A L ) 

CWM/OLC 

the florida 
MARCJI 

Pub 1 i c Set vice 
990 

Conun i ss ion, 

Repo rting 
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N01'1CE OF FURTHER PROCEEDINGS OR JUDTCIAL REVIE~ 

The Flortda Publ1c Service Commission 1s required by 

S•ct:ton 120.59(4), Flooda Statutes , o no lify par ties of any 
cJJr tnts tdltve h anng or judicial review o f .Commission c rd~r s 

h .1 1s avallable under Sections 120. 5 7 o r 120 . 68 , Flonda 
Stdtu cs . as well as the procedur s and time limi s tha 
apply. This not1c should no be c o nstrued lo mean all 
r qu1•:; :; fot an admtnistrattve heari ng o r Judicial review wi 11 
be gran cd or result in he rcl t c t ~ough t . 

The actton pr o posed h re1n 1s prel 1rni n ar y tn nature and 
wi 11 no b Ct)me eUecl ve or f1nal, excep t as prov ided by Ru le 
25-2? . 029 , Flor1da Admtnislrativ~ Code. Any perso n whose 
subs an tal 1n erc.Hs ar,. affected by the action pro posed by 

h is o rder may file a pet1t i o n Cor a formal proceed ing, dS 

pr:>vtdecJ by Rul e 25-22 .029( 4}, Flo rida Adm i ni st rative Code , in 
th•• Corm pro vided by Rule 25 -22 .036(7)(a} and (f), Florida 

I 

Ad unis ra tv Cod . Th is petition must b ~ received by the I 
Utrcc or, Dtviston o f Record!> and Reporti ng at ht ;:. o ffi ce at 
101 EAst Gdtnc~ S reel, Ta llahassee , Flortda 32399-0870 , oy the 

closP o i busin• ... s o n AJ?r ' 6 , 1~..2.0_ 

rn h • , b:, ' rlCt: o t such a petition, hi s o rder ; hall become 
cftective on the day s ubsequen t to the above dale as pro vided 
by Rule 2~-22.029 ( 6 }, Flo rida Admi ni s raliv~ Cod~. and as 
rf'f l•c ed in d sub.equ n l order. 

Any o bJt?ct:icn or protes t f iled in Lhis docke t befo r e lhe 
issuance da c of ht s order is conside red abandoned u nless it 
S<J isf1es the f o rego ing condi ions and is renewed wiLhin t he 
s p •cified pr o test per iod . 

If his o rder b comes ftnal and effective o n t he date 
dcsc r1bed dbo ve, Jny party adversely affected ma y request 
)udic:ull revt ew by · he Flortda Supreme Court in the case o f an 
el•cttlC, gas o r telepho ne uulity or by the Firs District 
Court o t Appc<:~l in lhc case o t a wa +-er o r sewer u llity by 
tlling not:tce o f appeal wt lh the Director, Division of 
Records and Rcpor ~ng a nd f1l1 ng a copy o f t he notice o f appeal 

nd he t iling fee wtlh the appro priate cour t . Thi s filing 
must be comp lc cd w1th1n h1rty ( 30 } d ay s of the effect1ve date 
o t hts ord r , pursuant to Rule 9.110, Flo r ida Rules o f 
Appt!lla e Pr occdta c . The notice o f appeal must be i n the f o rm I 
spt'Clficd i n Rule 9 .900(a}, Fl o r 1da Rul~,; of Appe llate 
PrOCt!dU re. 
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