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BEFORE THE FLORIDA PUBLIC SERV ICE COMM I SSION 

In re : Implementati o n of local DOCKET NO. 850310-TL 
exchange company to ll bill and keep ORDER NO. 21597 

I SSUED : 7-21-89 

The following Commissioners parl i cipated 
d1sposition o f this matter : 

IHCIIAEL McK. WILSON, Chairman 
THOI-\AS M. BEARD 
JOHN T . HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER MODIFYING !NTRALATA BI LL AND KEEP SUBSIDY 
MECHANISt-\ AND MODIFYI NG DISPOSITION OF CERTAI N 

INTRALATA BILL AND KEEP SURPLUSES ---

BY THE COMMISSION : 

in the 

Not ice i s hereby given by the F ~ocida Public Serv ice 
Commisston that the aclion di scu ssed herei n is p re l iminary i n 
nature and • .... ill become final unless a pe r son whose i nterests 
are subslantially affected files a petiLi o n f o r f ormal 
proceeding pursuant Lo Rule 25-22 . 029 , F l orida Administ r ali vc 
Code . 

I. 11odificatio n o f fnl,_u!I,.ATA Subsidy !1cchant sm 

Pursuant to Ordet No . 17743, issued June 24 , 1987 , l ocal 
e xchange company (LEC) toll bill and keep wa s implemented on 
January 1 , 1988 . I n order to rniLigale l he ef f ects o f 
t r ansitio ning the LECs to bi 11 and keep , we created a Sl.bsidy 
mechani sm . Each LEC wa s made whole during Llle first y ear of 
the subsidy plan. I n y ears two Lh roug h fou t , t he arnounL of 
subsidy received is being phased r:lown annuall y by 25¢/Access 
Li ne /11ont h . Tile phase down is schedu l ed Lo e r.d in year 4 with 
f ou r LECs to r eceive an o ngo ing s ubs idy aL LhaL level u n l il Lhe 
Commi ss i o n addresses the pa r ticular company invo l ved . GTE 
Florida, Inc. (GTFF'L) a nd VisLa-United Telecornmuni caLion s 
(Vista) each suffered a sho rttall fr om LEC Loll bill a nd keep; 
however , each elecLed no t Lo tcce i ve sub s t dics and do not 
participate in tht. s ub , r d y mc c llani srn . 
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The basic purpos<.' of t he bi ll a nd k eep subsidy me c h ani sm 
was to k eep t he L ECs whole in t he t ransit i o n f rom poo ling t o 
bill a nd keep , the r eby avoid ing any immed i ate negat ive r evenue 
problems . The s ubsidy mechanism was i n tended to l ast o nly 
until we had t he o p po r t uni ty t o add r ess each compa ny' s 
particular ci r c umstances either t h rough a rate case o r othe r 
proce ed ing. Upo n rev iew . it appears t hat the c ur ren t fi n anc i a l 
cond i t i o n s f o r the compa n ies pa r ticipati ng in t he subs idy 
mechani sm would a llow si x o f the pa r ticipan ts to wi t hdraw f t om 
t he pool wi t ho u t a sign i fican t financtal i mpact o n any o( t he 
l oca l e xc h ange telepho ne comp an ies . 

A.LLTEL Florida, Inc . ( ALLTEL ) a nd Uni ted Te l ephone Company 
o f Flo rida ( Uni ted) h ave agreed to withd raw from the pool 
e f fect ive August 1. 1989 . Whil e AL LTEL and Uni ted a r e 
cu rrently net recipient s , they will be neL con t ri bu tors in 1990 
a nd f utu r e years . In order to avo i d having to become 
co n tribut.Hs , they are will i n g to forego t hei r subs i dies f o r 
t he r est of 1989. ALLTEI. and Uni ted currenlly r ece ive 
s u bsid i es of $86 , ooo· and $ 1 , 31 7,000 . r espective ly . Central 
Te t ephone Company o( F l o rida ( Ccn Lo l), Flo ra l a T e l epho ne 
Company, I nc. ( Florala). and Gu l f T e l ephone Compa ny ( Gulf) and 
Qu incy Telephone Compan y (Quincy) a r c 1989 net con t ribu to r s in 
t he amount of $ 14 1 ,000 , $ 1, 000 , $4,000 and $ 5 , 000, r espective ly 
and are currently scheduled t o be con tribu tors in lhc Cuture . 
Eliminati ng ALLTEL"s and United · s sub s idies a l lows u s t he 
opportunity t o end the contributions of Centel. F l o r a l a . Gulf 
a nd Qui nc y without advetsel y aCLec L ing t he remain i ng 5 LECs . 
Th e amou n t s these (our companies con t ri bu te is smal l and will 
d ec line o ver t i me. Removing t hern t ota lly frorn the subs idy 
mechanism substan t ia l ly reduces t he t o t a l number of compani es 
pa r t ici pat i ng in the pool and pl aces mo r e LECs in a pure bil l 
and k eep position . Removi ng ALL.TEI .. Cente l, F l ora l a , Gulf, 
Quincy a nd United as of August L, 1989 will also reduce eac h of 
the remai n ing LEC " s contributions below i ts curren t level . 

Under the current subsidy mechanism. Southern Bel l is 
currently scheduled to contribute $1,263,000 in 1YA9 and 
$920 , 000 in 1990 . 1( we remove the companies discussed above , 
Souther n Bell will assume the postlion as sole net con tributot 
for t he r emaining LECs. As a result , Southe r n Be ll will 
con tribute $ 522 , 000 (( $2 , 515 , 000 $ l , 263 , 00 0 )x5/ 12 ) l ess to 
the subs1dy pool in 1989 . In 1990 Southern Bel l '"iII 
contribute $1,182.000 und~r this proposal if no turthe r action 
is taken by this Commisst o n. Acco rding lo Southellt Bell, it is 
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willing t o assume the additional contr ibutio n of $2 ~ 2 . 000 
($1.182,000-920,000) in 1990 because it t"ill save $ 522,000 in 
1989 . Under t he proposed change , Southern Bel l' s ma x imum 
additiona l e x posure is the $ 262 ,000 in 1990 but this could be 
less if other companies receiving s ubsidies withdraw from the 
pool. If no other LECs are removed. Sou the rn Be ll' s 
prospective annua l contr ibution wi 11 decrease as the subsidy 
phase-down continues . 

We note that ten of the eleven compani es currently 
pa rticipating in the intraLATA subsidy poo l have agreed to the 
actions discussed abo ve. As a result of t h at fact a nd our 
discuss ion abov e , we Cind it appropr i ate to remove ALLTEL , 
United, Cente l. f l o rala, Gulf a nd Quincy from further 
pa rticipation in t he IntraLATA subs i dy mechani sm established by 
Order No . 17743. Accordingly, our int raLATA bill and k eep 
subsidy mechanism is modified as shown in Appe ndix A, a ttached 
t o thi s Order. The modifications shall be effective August 1, 
1989 . 

Il. Modif i cat i on of Di spos iti o n o( lntraLATA ' Bill and Keep 
Surpluses 

In Order No . 1774 3 , we staLed that: 

(Ainy company with a wi ndfall from LEC to ll 
bill -and-keep should appl y its windfall t o its 
deprec ia tion reserve or p l ace the w ind(al l in an 
interest bearing account . These fund s plus the 
accumulated interest should be u sed . subject to 
Commission approval to offset some f u turo revenue 
requirement need . 

The intraLATA surpluses fo 1 Centel , 1-'l o r il la a nd Gu lf have 
been disposed of through on go1ng rate rccluctions . In 
acc ordance with Order No. 17783 , i ssued June 30, 1989 in Docket 
No. 861361-TL, Cen tel reducccl its local service rates by 
$1 5 , 000 ,000 annually. In addit i on , CenLe l also lmpleme••'ed E1\S 
f r om Wakulla and Monticello to T a llahassee . Ccntel ' s lntraLATA 
su rplus was included in the revenue ca l c ul ations made in 
conjunction with the rate reductions and t he EAS imp l ementati o n 
and has been di sposed of accorrlingly . Therefore , we find it 
app r opri ate to relieve Conte! from any further requi r cmunts nf 
Order No. 17743 for t:hu disposition oC its intraLATA surp lus . 
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By Or der No. 20534 , i ssued Decembe r 29 , 1988 in Docket No . 
881478 , Florala was allowed to use i ts i n tra!.ATA surplus f r om 

I 

LEC to l l b ill and keep as a permanent o ffset to a (Zo ne Charge ) 
mil eage charge reduction. As a result. o f our act i o n above to 
release Florala f rom further LEC tol l subsidy contribut i o n s , 
F l o ral a · s past annua l net contribution of $1,000 will 
const itute an additio n to its surplus. Consistent with our 
decision in Orde r No . 20534 we find it appropr iate to allow 
fl o r ala t o retain this amount t o offset the revenue requirement 
e ffects outlined i n Order No . 20 53 4 and t o r e l ease the company I 
f r om furt he r cequiremrnts oC Order No . 17743 gove rning 
disposition of its i ntraLATA surplus. 

By Order No . 21259, iss u ed May 19 , 1989 in Docket No . 
881465 , Gu l f was allowed to u se its inl r aLATA surplus to reduce 
its intraLATA rates, thereby eliminating t he surplus . Removing 
Gu lf from the subs1dy mechanism eliminates its annua l net 
contr i bution and inc rca~es its su rplus by $4 , 000 . As with 
! lor a l a , we find it app r o priate to all o w Gulf to r etain t hi s 
amount and to release i l from any fu rthct su rp l u s disposition 
requi cements of Order No . 1774 3 . 

ALLTEL , Quincy a nd United did no t e xpe ri ence a s urplus in 
going t o a bill and kee p enviro nment and therefo re , have no 
obligati o ns to record depreciation rn acco rd ance with Order No . 
17743. 

Based o n the Cort~goi ng, il is 

ORDERED by the Florida Public Se rv ice t h at ALLTC:J, Flor i d a , 
Inc ., United Telephone Company o f f l o rida , C~n t r al Telephone 
Company of f lorida , Fl o rala Te lepho ne Company, Inc ., Gu l f 
Telepho ne Comp any a nd Quincy Tel e pho ne Company are removed fr om 
participation in the inlraLATA toll bi 11 a nd keep subs idy 
mechanisn established b y Order No . 17743 as set fo r th i n t he I 
body of this Order . lL is further 

ORDERED thal the LEC to ll bi 11 a nd keep subs idy mech anism 
set forth in Orde r No . 17743 is modif i ed as set fortn in the 
body of this Order. 1 is fur her 

ORDERED t hat Central Tcl ::phone Company o ( f l o rida, florala 
Telephone Company , Inc., and Gulf Telepho ne Company are 
teleascd from any turthet tequiremcnts o t Ordet No . 17743 
regarding dispositi o n o r t.hi s intraLATA b i II 1nd keel' surp luses 
as set f ort in the bo dy H tht s Or der . It is fu rther 
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ORDERED that the action s proposed in this Order sha ll be 
effective August l, 1989 if no protest is filed within the t r me 
limits set forth below. 

By ORDER of 
this 2~t- day of 

(SEAL) 

TH 

the F l orida 
Jl!Ly 

Public Service Commission , 
• _121!9 

Reporting 

NOT ICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Secti o n 120.59(4). Florida Statules, to nolify paclies of any 
adminislrative hearing o r judicial review of Corum i ss ion orde r s 
that is available under Sect i ons 120 . 57 o r 120.68 , Florida 
Statu tes, as well as the procedures and ti me Limits t hat 
apply. This notice should no l be con s trued Lo mean all 
requests for an admini s trative hearing or judici a I r eview wi 11 
be granted o r result in the r e lief sought . 

The action pro posed herein is preliminary in nature and 
will not become effecLive o r tin .J l, t.!XC..:!pl as pr ov ide d by Rule 
25-22.029, Florida Admini s LrJLive Code . Any ~erson whose 
substantial interests are affccu~d by the acli o n proposed by 
this o rder may file a petit ro n ( o r a f o r m,, ! pro ceeding , as 
pro vided by Rule 25 - 22 . 029(4), Florida Administrative Code, in 
the form pro vided by Rule 25-22 . 036(7 )( a) and (f), f lo rida 
Admi nistrative Co de. This pe t t t o n mu s l l.le rece ived l.ly th(! 
Directo r. Divisio n o f Reco r ds and Reporting aL hi s office at 
101 Eas t Gai nes Street, Tallaha '"'>CC , Florida 32399-0870, by t he 
c l ose of business o n August 11. 1989 . In Lhc a b scncl! o f such a 
petit1on, this o rde r s hall becorre efLccLiv~ Augus t lll, 1989 JS 
provtded by Rule 25 - 22 . 029(6 ), Fl o r 1da Adminis r .H rv e t:<Jde , and 
as ll!t lected in a subsequen t order. 
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Any objection 01 protest filed in this docket before the 
issuance date of this order is conside red abando ned un less it 
satisfies the forego ing conditions a nd i s renewed within the 
specified protest period. 

If this order becomes Cinill and effective o n August 14, 
1989, any party adversely affected may request judicial review 
by t he Florida Supreme Court in the case of an e lectric , gas o r 
telephone utility o r by Lhe Firsl Di s trict Cour t of Appea l in 

I 

the case of a water o r sewer utility by filing a notice of I 
appeal with t he Directo r. Division o C Record s a nd Reporting and 
filing a copy of the no tice oC appea l and t he filing fee with 
the appropriate court. Thts 1 i I ing must be completed within 
thirty (30) days of the e((ect t vc date o f this order , pursuant 
to Rule 9.ll0, Fl o r i da Rules o f Appellate Procedure. The 
notice of appeal must be in Lhe f o rm spcctCicd in Rule 
9.900(a), F l orida Rules o f AppellaLc Procedure . 
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INTRALATA TOLL BILL AND KEEP 
CALCULATION OF SUBS IDI ES AND SURPLUSES ** 

EFFECTIVE AUGUST I , 1989 
(SOOO) 

2 3 4 5 6 7 

COMPANIES 
PHASE OUT SUBSIDY WITH 
OF SUB @ COMPAN IES CONTRIB COMPANIES SURPLUS 

ACCESS INTRALATA S0.25 NEEDING $0 .03 NEED ING AFTER 
LINES BILL/ KEEP / ACCESS SUBSIDY / ACCESS SUBSIDY CONTRIB 

COMPANY 12/31/85 IMPACT LINE/ MD 2 + 3 LINE/ MO 4 + s 2 + s ..... . ....... .. ... .... ... .. ..................... ....................... --------- ............. .. ...... ---- ----- --·- -- --- ---- -- -- -
INDIANTOWN 1,638 (237) 5 (232) ( 1) (233) 

NORTHEAST 4,461 (322) 13 (309} (2} (310} 

ST. JOE 18,255 (634) 55 (579) (6) (586) 

SOUTHERN BELL 3,549,016 10,099 (1 , 263) 8,836 * 
SOUTHLAND 2,545 ( 151) 8 ( 143) (1) (144) 
.......... ....... ........ .. .............. ......... .. .... ........ ........... ........................ --------- ................... --------· .. .... .. ....... ... ... 

TOTAL 3,575 ,915 $8,755 S81 (S I, 263) (Sl ,273) (S1,273) $8,836 

* SOUTHERN BELL'S SURPLUS HAS BEEN DI SPOSED 0~ THROUGH PREV IOUS RATE REDUCT IONS 

** EXCLUDING: ALLTEL , CENTRAL , FLORALA , GTE , GULF , QUINCY , UNITED , 
AND VISTA-UN ITED 
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