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BEfORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: INVF.SfiGATION INTO FLORALA ) DOCKET NO. 891233-TL 
TELEPHONE COMPANY' S AUTHORIZED ) ORDER NO . 2226 1 
RETURN ON EQUITY. ) ISSUED: 12-4-89 - - __________ ) 

The follow1ng CommissionPrs participated 
d1spos1tion of his matter: 

MICHAEL McK. WILSON, Chatrma n 
THOMAS t4. BEARD 

BETTY EASLFY 
JOHN T HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

in 

ORDER ACCEPTING FLORALA TELEPHOtlt. COt-1PAN'l' S 
PROPOSAL - TO REDUC~S~U~RIZED RETURN ON 6QU ITY 

BY THE COMMISSION: 

the 

Notice is hereby given by he Florida Public Service 
Comm1ssion that t he action discussed herein is preliminary in 
na ture and will become final unless a person whose inte rests 

re su bstan iall y affected files a petition for formal 
proceeding pursuant to Rule 25-22.029, Florida Adm1n1strat1ve 
Code. 

We t nformed Flo,.ala Telephone Compan y (Florala), by letter 
dated Sep ember 5, 1989, that the Company's last authoozed 
return o n equity (ROE) of a 15\ midpoi nt of a Lange from a l ow 
o f 14\ to a h1gh of 16\ is s ubstantially in excess of current 
indications of a reasonable required ROE falling i n the l ow to 
mid 12\ range. On November 8 I 1989 I t he Company responded to 
our concern regarding its authorized ROE with a proposal to 
reduce its authortzed ROE to a 12.9\ midpoint of a range from a 
low o f 11.9\ to a high oC 13 . 9\ Col all future purposes 
including application of our ax rule, Cor i nterim purposes and 
for calculation of its interest during cons ruction (lDC) 
rale. The Company proposed, in addition , that we excuse it 
from any tax savtngs dockels initiated for 1990 related to the 
Tax Reform Act o! 1986. 
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By Order No. 19165, issued Aprll 18, 1988, we accepted a 
proposal from Florala Telephone to reduce ils authoc1zed returr 
on equ1ty from a m1dpo 1n of 16 . 5\ of a range t. r om a low oC 15\ 

o a l 1gh o f 18\ to a mtdpotnt of 15\ o( a range t tom low of 
14\ t o a high o f 16\ and to cap its earnings at 14.8\ l o r the 
years 1988 and 1989 . T hat proposal JaS in ended b y he Company 
to te.:.olve ta x sav1ngs tor 1988 and 1989 . Although by our 
acceptance ot that p r opos a 1, we lowered the Company · s 
au horized ROE slightly, t he Company ' s ROE still remains 
lQntficJn ly riqher t h1n current: condtti ns 1nd1catc .,.,., Jlj be 

a tecsonablc and <.~ppropc tate ROE for tins Company. 

The Company' s proposed ROE is within a half a perren age 
point, or .4• which equates to $ 5 , 200 i n revenues annuall y, o t 
our estimate -,£ a currently reasonable and appropriate ROE for 
his Company. This C1nding 1s bdstd o n the most recenL 

quarterl y report o n equtty cosL rat;es. BL"cause we tind that 
acceptance ot this p t oposal would make ~ to r mal heanng 
unnecessary and would , the re r ore , save cons tdec able e xpense , we 
find it appropriate to accep Florala's p r oposal E a n~w 
au hor.ized ROE. 

Regard1ng Florala ' s propo .. al o be excused from ny tax 
savi ngs dockets tnttiatcd for 1990 telaled Lo the Ta x Reform 
Act of 1986 , we note t hat; Flotala ' s estimated ax sav tnqs is 
$4 , 500 annuall y trom the reduct t o n 1n t ax rates from 46\ t o 
34\ . Flo r ala reduced its access charges by $9, 900 annually . 
S1nce we believe Lhat Floral a ' s tax sav1 ng s have been disposed 
of , we a l so find it app r opria te to accept Florala ' s pro posa l t o 
be excused from any tax savings docket r e lated to the Ta x 
Reform Ac of 198~. 

Fl o r ala ' s ea rnings to r 1988 and 1989 have been well be l ow 
it~ proposed ce tling ~ C 13.9\ ROE, with 1ts most recent 
surveillance r e po r i ndtca ting a 2.98\ ROE . Theretore , we d o 
ilo t find any fur her action necessary at this time regardi ng 
Flor3la's achieved level of earn ings . Through our normal 
su rvei llance procedures, we wi 11 mon1tor Florala's earnings . 
If Florala ' s eacntngs exceed its new 1uthor ized ROE, we will 
ake the neces3ary ac LOn at t hat time. S1nce no tur ther 

action is necessary , Lh1s docket s hall be closed a t the 
expirati o n o f tl'te p r oposed agency action period if no protest 
is rece1ved . 

Based on the forego1ng, it is , therefore , 
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ORDERED by he florida Public Se rv1ce Commission that 
florala Telephone Company's proposal to reduce 1ts authorized 
return o n equity to 41 12.9\ m1dpoi n t ot a range trom a low o f 
11. )•, to a h1qh o t 13 . 9\ 1s hereby accepted ,,s ::;~t tor h in the 
body oi this Order . rt 1s further 

<. DERED that Florala Telephone Compa ny 
trom any turthec tax sav1nqs dockets related 
Act ot 1986. It is fur her 

is hereby excused 
o the Tax Retorm 

ORDERED that the pr VlSlOns l this Otder , l~sucd dS 
proposed agency action, shall become final unless an 
appropriate pe 1t1on in he form prov1d1 d by Rule 25-22.036. 
Flortda Adm1nistrat1ve Code, is recc1ved by the Dt r ector. 
Dtviston ot Records and RPporting, at his v nice at 101 East 
Gotnu: Street;, rallahass~~. flonda 32399-0870, by the close ot 
bustness on the date indicated in the flotice ot Further 
Proceedi ngs or Judicial Revrew below. I 1s -ur her 

ORDEREU thd , in he even no protest is timely c ceived, 
his docket shall be closed. 

By ORDER of he Florrda Public Scrvtce Commission, 
this 4 t h dd/ .H DECE!'tBER , _ l..9Ji.9_ 

( S E A L ) 

SfS 

STEVE TRIHBLE. Director 
Oivtston o t Records 1nd Repor 1nq 

by·;__..ulC-Il~.-::!.:.poq:.-J.L....;;::;...;~~;;.__-· 
Ch1e'1, Bureau of Records 

FURT~ PROCEEDINGS OR JUDICIAL REV I Evl 

I 

I 

The Flor1dc1 Publrc Servtce Comm1ssion 1s requited b y 
Secr1on 120.59(4), Flonda Statutes , to no ify parties of any 
Jdmtnt;.,t r a 1vc hc·H1ng o r ]Ud1cial review oC Commission orders 
that is available under 'lect1on s 120.57 or 120 . 68 , florida I 
Statute,, as well as h procedures and time limtls that 
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apply. This notice s hould not be construed to mean all 
rcqu~sts tor an admLntsLrative healing or judicial review will 
be granted or resull 1n he relier sough . 

The action proposed herein i~ preliminary in naLure and 
will no become effective or final, excep as provtded by Rule 
25-22.029, Florida Admtntslrallve Code. ,ny pvtson whose 
:.ubstant ial tntetests ~re atfected by the action proposed by 
this order ma y file a petttion for a formal proceeding, as 
provtdtd by Rule 25-22 .02)(4), FloClda Adnuni ... :.rar 1 1e Code , ~n 
the torm provided by Rule 25-.:2.036(7)(J) • .JIIJ (L) , FlotiJa 
Administrative Code. This pet1t1on must be received by t he 
Directo1, Diviston of Records and Repottinq :H his o tfice at 
101 East Gatnes Street, Tall,hassee, Flortd~ 32399-0870, by the 
close oi bus1ne~ .. on Dece!"ber 26 , 1989 

In th"' .bscncc t ... ucn 1 pcLit1on, .h1s o rdu1 , hall become 
etfr>ctive o n th~ Jay ubst!qucnt to t he •bovc Jdle js provtded 
by Rule 25-~~.02~ ( L) , Flortdd AdmintstraLive Code, and as 
ref lee ed in o .;ub .equcnt. order . 

Any objectton o r protest filed in this docket be ore the 
issuance da ,~ his order is considcrf'd abandoned unless it 
sat1 s fics be toreqoing conditions 1nd is renewed w1lhin Lhe 
speci ticd ptotcst peciod. 

If his order becomes final and efCective on the date 
desct 1bed above , any party ddverscly actccLed may reques t 
judicial revtew by the Florida Supreme Court in Lhe case of an 
elcclnc. gas or telephone utiltty or by the Fitst District 
Court of Appeal in the case of a water or sewer utilit y by 
filing a notice of appeal wilh he Director , Division or 
Pecords and Repor ing and filinq a copy ot the nottce O L 1ppeal 
and t he filing fee with the appropnate coutl. Th1s filing 
musl be completed within thirty (30) days of the eCCective date 
o t this order. pursuant to Rule 9.110, Florida Rules or 
Appellate Procedure. The no icc of appe l must be 1n the form 
spectfied an Rule 9.900 (a), Flortda Rules o t Appellate 
Procedure. 
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