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FLORIDA PUBL~C SERVICE C 

Fletcher Building 

101 East Ga i n.. Str. t 


Tallahassee, Plor i da 32 39 9-0850 


January 7, 1993 

TO 	 DIRECTOR OF RECORDS .AND REPORT 

FROM 	 DIVISION OF AUDITING AND FIN CI~ 
DAVIS)p,!N 

DIVISION OF COMMUNICATIONS (LON 

DIVISION OF LEGAL SERVICES (KURLIN) 


RE 	 DOCKET NO. 910731-TL, NORTHEAST 
COMPANY, INC. MODIFIED MINIMUM FILl 
DOCKET .NO. 920260-TL, SOUTHERN 
TELEGRAPH COMPANY, REVIEW OF R 
RATE STABILIZATION PLAN 

AGENDA: 	 JANUARY 19, 1993 - CONTROVBRSIAL - PROPO AlriN Y A O.N 
PARTIES MAY PARTICIPATE 

CRITICAL DATES: NONE 

SPECIAL INSTRUCTIONS: I:\PSC\AFA\WP 

----~------------------~----------------.----~~--~~~---------"----

~ASE BACKGROUND 

Northeast Fl or ida Te lephone Company (Nor t heas t , th E! Ca mp nyJ 
filed Modi fied Mtnimum Fi l i n g Requiremen 8 (MMFR) w' h t.he 
Commi s s i on on CTuly 22 , 1991.. Staff audi t of t he fili ng is 
c omplete . North eas t and ope met a n d reached a s et. tle..'1lent_ ag r eement 
wh i ch wa s a c cept e d by t he Commi s sion wi th modification i n Order NO . 
PSC-9 2 - 0337 -AS-TL. The se t t l e ment agr eemen "dentif.'ed prelimi nary 
overearn";'ngs of $48 4,200 for 1991. 'I'r.e ex ac!-' a aWl t would b e 
identified a fter completion o f ~he Company's 199 annual cos t 
stud .". . The' ost study has been camp) e ed and the Company ba s 
subw' ttea a 1. .vised su:t'veillanc e repor.t incorporat.i .1.g the resul t. s 
I-,f til (:0 ,\~ ~ ury ani t-he sc.aftaud.~t . This recommendation 
cld..-.l . S tl t ar'l mt or: 1991. overearnings t.o b e ref I1ded to t he 

)~1 

n~ ...u, t'~ , 
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DISCQSSIQR or ISIQIS 

ISSUE 1: What amount of 1991 earnings ar 
14.40% maximum authorized ROE? 

RECOMMENDATION: The Commiss ion should r e 
excess of t h e 14.40% maximum a u thorized 0 
settlement of Northeast I s 1991 earnings. Tb 
the $435,636 p l us $31,724 in interest ac 
1992, a total of $467,360, in accordanc wi h h 
settlement agreement a ccepted by t he Conmi a10 • 

STAFF ANALYSIS: Northeast filed its 199 1 
report (ESR) in March, 1992. Based on s taft·s 
the ESR, Northeast's earnings above its maxim 
14.40% for 1991 were estimate d to be $4 84, 200. 
incorporated into the settlement agreement 
estimate of 1991 overearnings. North st beg~n 
amount plus interest to its customers in J uly . 1 
amount refunded in 1992 was $230,559.73. 

The staff audit of Northeast was c ompleted a nd a 
was submitted on November 12, 1992 showi ng t hat North t I 

1991 is 28.69% and the Company has rece ived r evenue i n 
the 14.40% maximum authorized ROB of $435,63 6. The u t 11 y 
continue refunding the $435,636 plus interest in a c cord nc \If h 
the provisions of the settlement agreement as accept y t tl 
Commission. . 
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ISSUE 2: Should Northeast's interLATA ce a 11 k P 
subsidy be eliminated? 

RECOMMENDATION: Yes. Effective J anu ry 1, 
current interLATA subsidy of $23,0 00 annua lly , u l 
and Northeast should be removed from the i nt rLAT 
bill and keep subsidy pool. [MAILHOT) 

STAFF ANALYSIS: The interLATA acce s s b ill ub y P 01 
was established on July 1, 1985 by Or der N Th ub i 'i 
pool was established as a temporary m t I, 
transition from a pooling environmen t 0 k 
envirop~ent. Originally, all 13 LEes pa r l ci d in pool . 
By Order No. 21678, Gulf's subsidy was e l imina t e d . ctiv J u l y 
1, 1989. By Order No. 21954, Indiantown 's s ubs i d y W B e l i mi n t d 
and Florala, Gulf, Indiantown, Quincy, Sout hland, Unit d, lid 
Vista-United were removed from the subsidy pool, ff ctiv 
September 1, 1989. By Order No. 22421, St. J ose ph 's s ubsidy was 
reduced and Centel was removed from the pool, e ffect iv J n ua r y 1 , 
1990. By Order No. PSC-92-0337 - AS -TL, Northe s t's s ubsidy was 
reduced to its current level of $23,000, e ffec t i ve Ju l y 1, 1992. 
The current status of the interLATA subsidy pool is shown in 
ATTF_CHMENT A. The subsidy receipts and payments do not chang e ach 
year except by specific action of the Commission. 

By Order No. PSC-92-0337-AS-TL, the Commission acce p ted a 
stipulation which requires further reductions in Northeast' s 
subsidies to the extent that Northeast's earnings e xceed 13. 2\ 
r e turn on equity. Based on Northeast's level of earnings a nd the 
s t imulation which is occurring with the $0.25 calling plan f om 
Mac clenny to Jacksonville, staff recommends that Northe s~ 's 
r emaining interL~.TA subsidy be eliminated and that Northe a s t be · 
remove d f:r·om the interLATA subsidy pool, effective January 1, 1993, 
as shown i n ATTACHMEN'r B. . 

Th is r e commendation does not address Northeast's intraLATA 
subsidy whi ch i s cur r e ntly $282 , 000 annually. Staff will·make a 
subsequent rec onIDlendat i on c oncerning Northeast's intraLATA subsidy 
after a more complete rev iew of t he Company's earnings. 

http:interL~.TA
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.aStllij 3. Shoul d Southern Bell's r-educed subsidy payment be treated 
s an a dditional set aside amount in Docket No. 920260-TL? 

RlCOMMBNPATION : Yes. The ·Commission should treat Southern Bell' s 
r e uced subs i dy payment as an additional set aside amount to b 
isposed of in Docket No. 920260 -TL . [MAILHOT] 

HAF' ARALYSIS: If the Commission approves Issue 2, t h e n the 
~ount paid i n to the interLATA subsidy pool by Southern Bell will 

decr e ase. In the pas t, when a company ' s payments into the subsidy 
poo l have decrea s ed the Commission has disposed of the money by 

pplying it to some specific purpose. Consistent with prior 
c eions of the Commission, staff recommends that the reduction in 

sub s i dy payments by Southern Bell be added to the set aside amount 
'0 be disposed of in Docket No. 920260-TL. 
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I~SUE 4: Should this docket be closed? 

RECOMMENDATION: No. This docket should r emain 0 en t 
to monitor the effects of the rate r eductions i mp l e 
monitor compliance with the settlement agr eement wh i 

n 

earnings through 1993 and resolve the MMFR. [DAVISl 

S'rAFF ANALYSIS : Staff reconunends that this dock t r 
allow st'aff to monitor the results of the r ate r duc t ion 

in 

v 
monitor compliance with the settlement a greeme nt whic 
earning,s through 1993 and to conduct further s t r 
MMFR. 
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ATTACHMENT A 

INTBRLATA 'rOLL BILL AND asp 
CALCULATION' OP SUBSIDY PAYMBN'1'S 

July 1, 1992 
($000) 

'* 

1 
RBVINtJE • s 

BPPBC'l' OP 
INTBRLATA PRBVIOUS TOTAL SHORTFALLS 
BILL/KEEP DA & COIN COMM I MPACT SUBS IDY REQUIRING 

COMPANY IMPACT REYlNtlE ACTION ( l.-l Hl COm BIa SUBSIDY 

AI,LTEL (2, llO) 265 (1,374 ) 

GTE (1,271) 18,136 o 16,865 690 

NORTHEAST (176) 42 111 # (23) (23) 

ST. JOSEPH (1,674) 151 300 *. (1,223) (1,223) 

SOUTHERN BELL 12,456 19,949 (27.481 1 4.92i 1, 939 

TOTAL $7,225 $38.543 ($26. 598) U9 . 169 sa! §f 9 ($2,620) 

* EXCLUDING CENTRAL, FLORALA, GOLF, IND.IANTOWN, QUINCY, SOUTHLAND, UNITED 
~~ VISTA-UNITED 

ST. JOSEPH INCLUDES $300,000 REDUCTION APPROVED IN DOCKET NO. B91238-TL. 

*** ALLTEL INCLUDES $472,000 REDUCTION APPROVED IN DOCKET NO. 911108-TL. 

# NORTHEAST INCLUDES $111,000 REDUCTION APPROVED IN DOCKET NO. 910731-TL. 

r. 
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INTERLATA TOLL BILL AND KEEP 

CALCULATION OF SUBSIDY PAYMENTS * 


January 1, 1993 

($000) 

1 	 2 3 . 4 ~ 6 
REVENUE 

EFFECT OF 
INTERLATA PREVIOUS TOTAL SHORTFALLS 
BILL/KEEl? DA & C,OIN COMM IMPACT SUBSIDY REQUIRING 

IMPACT REVENUE ACTION (1+2+3) CONTRIB SUBSIDY 

l'B1i (2,110) 265 472 *"'* (1,374) (1,374) 

(1,271 ) 18 , 136 0 16,865 690 

T. JOSBPH (1,674 ) lSl 300 ,(1,223) 	 (1,223)** 
RN BSLL 12 , 456 19 . 9!L (27.481) 4,924 1,907 

.t.L §7 , 4 0l §38IS~1 !§2§17~9l §19,192 !i!2,597 !!i!2, ~97l 

CENTRAL, FLORALA, GULF, INDIANTOWN, NORTHEAST , QUINCY, 
, uNITED AND VISTA-UNITED 

•• ~ . JOSEPH INCLUDES $300,000 REDUCTION APPROVED IN DOCKET NO . 891238-TL. 

TTBL I NCLUDES $472,000 REDUCTION APPROVED IN DOCKET NO , 911108-TL. 


