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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Request by AT~T-C for approval of 
a r e duc tion in its evening and night/ 
weeke nd discount on its MTS and Reach 
Out Florida Se rvices and a reduc t ion in 
i ts day rate s . (T-88- 524 filed 11/15/88) 

) DOCKET NO. 881508-TI 
) 
) ORDER NO. 20609 
) 
) ISSUED: 1-17-89 ___________________________________ ) 

The f o llowing Conuni s s i o n-:! r s part i c ipated In the di s position 
or t his mat t e r: 

KATIE NICHOLS, Chairman 
THOMAS M. BEARD 

GERALD L. GUNTER 
J OHN T. HERNDON 

MICHAEr. Mc K. WI LSON 

NOTICE OF PROPOSED AGENCY ACTION 
AND 

ORDf.R DENYING~RIFF REVISION 

BY THE COMMISS ION: 

NOTICE is hereby give n by the Florida Public Service 
Comm i ss i o n that the ac tion be low d i recting AT~T of the Southern 
S t ates , Inc . (ATT-C) , t o file tariff r e vi s i o ns is preliminar y 
in na t u re a nd will become final unless a pe r son whose interests 
a r ·e subs tantially affecte d files a pe tition for formal 
proceeding purs uant to Rule 25-22.029, Florida Administrative 
Cod e . 

On No vember 15, 1988, ATT'-C filed a tariff r e vision (the 
Re v ision) whi c h pro poses t o r e duce the Eve ning d iscount from 
35\ t o 25\ a nd the Nigh t/We e k e nd di scount f r o m 60\ to SO\ in 
the r ate s for its intrastate MTS and Reach Out Florida 
Servi.:es. Additionally, the Revision p r opose s to offset the 
r e venue increase s generate d by these lower discounts by 
r e ducing Day rate s for these service s. 

By Orde r No . 16180, i ssue d June 2, 1986, we ado pte d a range 
o[ rates , with a floo r and a cap, within whi c h Al'T-C could 
ad.j ust its rates on thirty-days notice unde r decrea sed 
r e gul atory scrutiny. Rul e 25 - 24.485(4)(d)(2), Florida 
Adm ini st rative Code (the Rule), sets out the procedure to be 
emp l o ye d by ATT-C f or s e eking modification of its rate cap:. and 
fl o o r s . ATT- C has s ubmi t ted the data required by the Rule 
be cause t he company has pro po s e d to de c rease its e ve ning, night 
and weeke nd di s c ounts which will result in rates above the rate 
c a ps . ATT-C has furni s he d information which shows, according 
t o t h e c o mpany , tha t any furthe r reduction in the Busy Hou c 
Minute of Capacity (BHMOC) charge on the magnitude of $25 
Millio n would res ul t in i ts Night/Weeke nd r a tes being below its 
c osts du r ing t hose pe ri ods and its Eve ning r a tes approaching 
tho s e per i o d s ' costs . Acco rdingly, we are r e que s t ed to 
authorize an incre ase in these service s• rate caps as well as 
the pro posed inc rease in r ates . 

ATT- C maintains tha t MTS Se rvice is not priced properly, 
r esult i ng in an !H osi o n in its market during the day. 
Add iti o n a lly, the Nigh t /Weeke nd rate s are sa id by ATT-C to be 
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barely covering costs currently and are, as mentioned above, 
vulnerable to being driven below costs by a further BHMOC 
c harge reduct ion. Tho Revision is intended to correct these I 
deficiencies by reducing Day rates, thus curtailing ma r ket 
erosion, and by l owering discounts, thereby enhancing the 
rP.turn during t hese time segments. 

Upon r ev i e w of the cost data furnished , we conc lude that 
ATT-C ' s Evening a nd Night/Weeke nd discounts should be reduced 
in order to ass u re tha t they adequate ly cove r the costs of 
providing service during these time segments. Since these 
reduced discounts will l ead to rate increases , we find that the 
authorized caps for Evening and Night/Weekend rates should also 
be raised to equal the increased rates. 

ATT- C' s reve nue rna rg ins produced by the discounted rates 
a re s ubstantially less t ha n t hose f rom Day rates. 
Consequt:nl ly, many oC t h\! company ' s compet itors have 
concentrated their marketing e fforts on s ubscribers with 
significant usage during the day, principally business 
customers. As a result of its compet it iors • efforts to market 
to Day customers, ATT- C alleges that it 'is failing to obtain a 
share o f the market growth and that it has also been losing 
base minu tes of use s ince 1984. 

As ATT-C passes access charge reductions along to its 
subscri be rs through rate decreases, its cost allocation 
procedure creates a circumstance in which the Night/Weekend I 
rates fall be low the costs of furnishing the service. Such a 
resul t fl ows from O'Ur finding in Order No. 14621, issued July 
23, 1985 , rc con. de ni ed, Orde r No. 15199, lssucd Octobe r 7, 
1985 , that ATT-C s hou ld allocate 80\ of the company ' s BHMOC 
costs to the Day portion of OUTWATS rates for recovery. ATT-C 
has fol lowe d the same allocation procedure for MTS Service and 
assigne d the remaining 20\ of BHMOC charges for recovery 
throug h the Evening rates. Since no BHMOC costs are allocated 
to Night/Weekend r ates for recove ry, when ATT-C passes i t s 
BHMOC charge decreases through to its customers by MTS rate 
reductions, Night/Weekend rates are reduced while the costs of 
furnishing service during these periods are not. 

We note that the BHMOC charge is not discounted by time of 
day. With regard to the other access charges, only originating 
acc4;:ss charges are t imc-of-day di scounted . While termi nating 
access charges are not discounted for time of day, the 
terminating Carrier Common Line (CCL) charge is higher than its 
originating counterpart. 

ATT-C provided data indicating that a further $25 Million 
reduction in its BHMOC costs would drop its revenue margins 
generated from Evening rates to only a small amount and from 
Night/Weeke nd r ates to a negative amount . The company studied 
its current levels of capacity to meet peak de mands by time of 
day and concluded that a reallocation of cos ts to match actual 
capacity would just ify consider ably smaller discounts than 
those now in place. If BHMOC costs we re eliminated, ATT-C 
c l a ims t hat i ts cost data would s uppor t only a 24\ Evening 
di scount and a 35\ Ni ghl/Weckond di scount. Ne ve rtheless, ATT-C 
proposes a 50\ Night/Weekend discount and states that it 
intends to minim1ze customer impact through seeking future 
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reduction in this discount in conjunction with ma jor rate 
reductions. 

ATT-C proposes to offset the substantial revenue increase 
realized from the discount reductions by reducing Day rates. 
ATT-C's stated purpose for this discount change is to align 
more closely the costs a nd r~tes for Evening and Night/Weekend 
MTS Services and not to increase revenue . We believe this 
offse t to be appropriate . 

ATT-C projects the effects of the proposed MTS rate changes 
in this docket to be a reduction of 7. 9\ in Day rates and 
increases of 5.5\ and 13.69\ in Eve nin9 and Night/Weekend 
rates, respectively. We have examined the company's pro jected 
changes in the amoun ts its subs•· ribers pay for t hese services 
in an ave r age month. Al so , we have revi e wed information 
indica ting that ATT-C's discounts in Florida are higher than in 
other jur isdictions . 

For the above reasons, we believe that ATT-C should 
implement the MTS rate changes proposed in the Revision. While 
these ent a il slight incre ases in rates for the majority of 
residential subscribe rs who use Evening and Night/Weekend 
services predominently, business subscribers and the balance of 
the resident i a 1 subscribers wi 11 benefit. As the discounted 
services become more profitable, we would e:xpec t more rigorous 
compe tition during these periods between ATT-C and the other 
IXCs . 

However , while we approve in concept ATT-C's proposals to 
change MTS rates, we reject the proposed tari f f revision 
because we believe a different effective date to be more 
appropriate . The Revision proposes that these changes go into 
e fCect on December 20, 1988, but we prefer them to become 
effective contemporaneously with two other pe~tding rate 
changes. By Order No . 20509, issued December 23, 1988, we 
directed ATT- C to establish a February 1, 1989 effective date 
for rate changes resolving 1986 overearnings issues in Docket 
No. 870460-TI as well as for rate changes flowing through GTE 
Florida Incorporated's BHMOC cha rge reduction in Docket No. 
88 1344 - TL and for those approved in this docket. Placing all 
pending rate changes into effect at the same time will be more 
cost efficient and less disruptive than having them become 
effective on three different dates. 

Accordi ngly, A'rT- C shall f ile tariff rev 1s1ons with an 
effective date of February 1, 1989, aggregating the pending 
rate changes in the three dockets cited above. The February 1, 
1989 effective date wi 11 permit us sufficient time to review 
the forthcoming tariff revisions to assure compliance with our 
direct ions in this docket and the other two rele vant dockets 
prior to the rate changes going into effect. 

In consideration of the foregoing, it is 

ORDERED by the Florida Public Service Commission that the 
tariff rev1s1on (T- 88-524) filed by AT&T of the Southern 
States, Inc., on Nove mbe r 15, 1988, is he reby rej ected. It is 
furt her 
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ORDERED that the rate cha nges 
Southern States, Inc., in its tariff 
on November 15, 1988, are hereby 
discussed in the body of th i s Order. 

proposed by AT&T of the 
revision (T-88-524) filed 
approved in concept ~s 

It is further 

ORDERED that AT&T of the Southern States, Irtc. , shall file 
tariff revisions des igned to change its MTS and R~ach Out 
Florida Servicos rates in the manner approved in concept 
herein . It is further 

ORDERED thal the forthcoming tariff r e vi sions shall have an 
e£feclive date of February 1, h89, and shall contain the rate 
changes approved in concept herein and those approved by Order 
No. 20509, issued December 23, 1988, and those approved in 
Docket No. 881344-TL. It is further 

ORDERED that the terms of this Order are severable and our 
action requiri ng AT&T o f the Southern Slates, Inc., to file 
tariff revisions 's a Proposed Agency Action. It is further 

ORDERED that all other terms of this Order shall be 
considered Final Agency Action. It i s further 

ORDERED that thi s docket shall be closed when the tariff 
revisions that have been o rdere d herein go into e ff ect. 

By ORDER of the Florida 
this ..!1!!!._ day of JANUARY 

(SEAL) 

DLC 

Public Service Commission 
1989 

Reporting 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

I 

I 

The Florida Public Service Commission is required by I 
Section 120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders 
that is available under Sections 120 .57 or 120.68, Florida 
Statutes, as we ll as the procedures and time limits that 
apply. This notice should not be construed to mean all 
requests for an administrative hearing or judicial review will 
be granted or result in the relief sought . 
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As identified in the body of this order, our action 
requiring ATiioT of the Southern States, Inc., to file tariff 
revisions is preliminary in nature and will not become 
effective or final, except as provided by Rule 25-22 . 029, 
Florida Admini s trative Code. Any person whose substantial 
interests are affecte d ~Y the action proposed by this order may 
file a petition for a formal procecdinq, a:: provided by Rule 
25-22.029(4), Flor ida Administrat ive Code , in the form provided 
by Rule 25- 22.036(7 )( a ) and (f), Florida Administrative Code . 
This petition must be received by the Director, Division of 
Records and Re po rting at his office at 101 East Gaines Street, 
Ta l lahassee , Flo rida 37.399-0870, by the close of business on 
Februa r y 6, 1989. In the absence of such a petition, this 
orde r sh c:.ll become effecti ve February 7, 1989, as provided by 
Rule 25-22 .029 ( 6), f"l o ridi'l Admini strative Code, and as 
reflected in a subs equent order. 

Any object i o n or protes t filed in thi s doc- ke t before the 
iss uance date of thi s order is cons idered abandoned unless it 
sat isfies the foregoing conditions and is renewed within the 
specified protest pe r1 od. 

If the r e levant po rtion of this orde r becomes final and 
effective on February 7, 1989, any party adversely affected may 
reques t judicial review by the Florida Supreme Court in the 
case of an electric, gas or telephone utility or by the First 
District Court of Appeal in the case of a water or sewer 
utility by filing a notice of appeal with the Director, 
Division of Reco rds and Re porting and filing a copy of the 
notice of appeal a nd the filing fee with the appropriate 
court. Thi s filing mus t be completed within thirty (30) days 
of the effecti ve date of this order, pursuant to Rule 9.110, 
Florida Rules of Appe llate Procedure. The notice of appeal 
r·1us t be in the form specif ied in Rule 9.900(a), Florida Rules 
of Appe llate Procedure . 

Any party Jdverse ly affected by the Commission's final 
action in thi s matter may request: 1) reconside ration of the 
dec ision by filing a motion for reconsideration with the 
Director, Division of Records and Reporting within fifteen ( 15) 
days of the issuance of this order in the form prescribed by 
Rul e 25-22.060, Florida Administrative Code; or 2) judicial 
r ev i ew by the Florida Supreme Court in the case of an electric, 
gas or t e lephone ulili t y or the First District Court of Appeal 
in the case of a wa ter or sewer ut ility by filing a notice of 
appeal with the Director, Division of Records and Reporting and 
filing a copy of the notice of appeal and the filing fee with 
the appropriate court. This filing must be completed within 
thirty ( lO ) days afte r the issuance of this order, pursua nt to 
Rul e 9.110, Flo rida Rules of Appellate Procedure. The notice 
of appea l mu s t be in the form spoci f ied in Rule 9. 900(a), 
Florida Rul e s of Appellate Procedure. 
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