
30 0 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application of CENTEL NETWORK 
COMMUNICATIONS, INC. d/b/a CENT£L NET 
fo r au thori t y to provide interexchange 
telecommunications service. 

) DOCKET NO. 890689-TI 
) ORDER NO. 2 2 4 0 7 
) ISSUED: 1-ll-90 
) _________________________________________ ) 

The following Commissioners partici pated in the dispositio n 
of t his matte r: 

MI CHAEL McK. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER GRANTI NG CERTIFI CATE UPON CERTAIN 
TERMS AND CONDITIONS AND SETTING 

FOR HEARING THE COMPENSATION ISSUE 

BY THE COMMISSION: 

Notice is hereby given by the Florida Publi c Service 
Commission that the action discussed in Secti o ns I and II o f 
this Order are preliminary in nature and will become fin a l 
unless a person whose interests are subs tantially affec t e d 
files a petition for f o rmal proceed i ng pur s uant t o Rul e 
25-22 . 029, Florida Admi nistrative Code. 

I. App lication 

On May 18, 1989, Centel Netwo rk Communi c ations, Inc . 
(Centel Ne t o r the Company) applied to this Commission f o r 
au t ho ri ty to pro v i de interexchange te lecorrununica Li ons service . 
Centel Net proposes to provide lonq distance message 
telecommunicalions service (MTS) from e-qual access end offices 
in exchanges served by Centra l Telephone Company of Flo rida. 
Centel Net will provide this service by reselling lhe s ervices 
o f other rxcs. Centel Net is a wholly-owned s ubs idiary of 
Centel Corporation, as i s Central Telepho ne Company. Ce ntral 
Te lephonc Company o f Flo rida, which is cer t if ica Led as a l ocal 
exchange company here in Fl o rida , i s a who lly-owne d s ubs idiary 
of Central Telepho ne Company. 
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If t hi s application is granted , Cen el Nel wi 11 be the 
fifth IXC i n Florida to be affiliated w1th a local exchange 
company ( LEC). The most r ecen t e xample, that o f United 
Telepho ne Lo ng Distance, Inc . (UTLD), was s ignificant because 
it represented t h e f irst i nstance in whi ch a majo r local 
e xchange company es tabli s hed a separale , bu t wholly-owned 
s ubsidiary to pro vide long distance se rv1ce . UTLD d1ffers .n 
that Centel Net is not a subsidia ry of a local e xchange 
company . Also , Centel Net states t hat il will neither receive 
immediate access to fi nancing no r util ize t he s kill ed wo rkforce 
of the LEC as in the UTLO case. 

t-1CI Tel ecommu n ications , Inc. (MCI) and the Office of 
Public Counsel (OPC ) have intervened in this docke t-1CI has 
requested a hearing, howe ver , since thi s is a proposed agency 
actio n Or der , MCI will have a n o ppo rtunity to renew 1ts 
objection if it believes it to be necessary. 

Centel Ne t · s applicat1on states that 1t will not s hare any 
employees, assels , faci l ities , office space, plant or equ1pment 
with Central Telepho ne Company of Flo r i da. Addtttonally, 
Centel Net will nei the r state nor imply that 1 t is Central 
Telephone Company of Florida. Centel Nel also states hat all 
agt eements betwee n Cen lel Net and Central Telepho ne Compa ny of 
Florida for se rvices and faciliti~s wi ll be pursuant to ta r iffs 
and contracts which will be avallable to all IXCs o n similar 
te rms and conditio ns . Centel Net also s a es that the exchange 
of in formatio n between Centel Net and Cen ral Telephone Company 
of Flor ida will be o n the same te Lms a nd condi tions that ar > 

applicable o lhe e xchange o f informatio n between Central 
Telepho ne Company of Florida a nd a ny o ther rxc. 

Cen t e l Net ha s stated in its application t ha it will no 
co llec t any customer depos its. Fur ther , it at t ests to the 
accuracy o f the t n formatidn contained in it s appllcallon and 
acknowledges receipt a nd understanding o f th1s Commission · s 
ru l es and regul ations relating t o the pro v ision of 
interexchange telecommunicati o ns service 1n Flo rida. 

By Order No. 13750 , r egarding Access Charges , i n Docket 
No. 820537-TP , we proh 1b1ted interexchange telephone compan 1es 
f rom constructing faci li ies t o bypass a LEC without first 
demonstrating Lo th is Commission t h a the LF.C cannot offer the 
needed facilities at a compl! ilive price in a imel y ma nner. 
Therefo r e , Centel Net shall not by pass LEC facililus without 
f irst receiving express authorit1 from t hi s Commiss1on. 
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The certificate requested by Centel Net would authorize it 
to operate as an interexchange telephone company providing long 
distance te l ecommunicati ons service within the State of 
Florida. The authority would be statewide acco rding to 
Commission statutes and rules pertaining to the services 
identified in the applica nt' s tariff. 

Rule 25-24 . 485, Florida Administrat ive Code, requires that 
each interexchange carrier wishing t o do business in Florida 
maintain a tariff on file with this Commission of particular 
f o rmat and content. Centel Net's tariff is of proper format 
and meets all the requirement s of this rule. 

After having considered Cente l Net ' s application, we find 
that i t meets all applicable requirements Lo provide i n t rastate 
long distance telephone service in Fl o rida. Therefore , we find 

I 

it appropriate to grant Centel Net a Certificate of Public 
Convenience and Necess ity to o perate as an inte r exchange 
telepho ne company under the terms a nd conditions se t ou t I 
here afte r . 

II. Special Terms and Co nd itions of Certification 

To avoid the possi bility of anti-competit i ve practices and 
any negative impac t o n c ustomers l nd other IXCs, we find it 
appropriate to set ouL special terms and conditio ns for Centel 
Net ' s certification. 

a) Central Telepho ne Company o f Flo ri da shall of fer all 
services and facilities prov · ded to Centel Net to a ny othe r lXC 
under i de nt ic a 1 terms and conditio ns . Al so , Centra 1 Telepho ne 
Company of Flo rid a s ha 11 ma ke available, t o any requesting IXC, 
a list of its departments providing service to Centel Ne and a 
copy of all contracts, agreements, memo randa or othe r documents 
t ha t govern the price, terms o r conditio ns o n which serv ices 
are provided to Centel Net. Further, all services shall be 
provided purs uan t to eilher a contract o r Lariff. 

b) No off icer , director o r emp l oyee of Centel Net shall 
have access to any pro prietary info rmation held by Centr al 
Telephone Company o f Florida that relates to ot her IXCS . 
Information such as access contracts , number of c ustomers 
served, traff ic pat terns a nd credit repo r ts is gene rally I 
considered proprieta r y by rxcs and shall not be available to 
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Centel Net. Any other type of information provided to Centel 
Net shall be provided to all IXCs in Florida. 

c) Central Telephone Company of Florida and Centel Net 
shall submit a plan Cor our approval showing how Central 
Telephone Company of Florida proposes to ensure that all 
proprietary information relating to other IXCs Lemains 
confident ia 1. This plan sha 11 be filed within 30 days of the 
effective date of this Order. 

d) We are concerned that customers may be confused that 
they are dealing with one company for both their local and long 
distanc~ service because both Centel Net and the LEC wi 11 be 
using the name "Centel." For this reason, Centra 1 Telephone 
Company of Florida and Centel Net shall not directly stale or 
imply that doing business with Centel Net is the same as doing 
business with Central Telephone Corrpany o( Florida. 

e) To further prevent customer confusion, Central 
Telephone Company of Florida shall provide a complete list of 
all IXCs t hat provide presubscription service in the area to 
any new customer or any existing customer who wants to change 
his presubscr ibed carrier . Centra 1 Te lephonc Comoany of 
Florida· s sales representatives sha 11 not suggest to cus lome r s 
that they should subscribe to Centel Net. 

f) Central Telephone Company of Florida shall not provtde 
any staff for , nor make any loans to, Centel Net. Also, 
Central Tele ~hone Company of Florida shall not provtde any 
advance notice of new access arrangements to Centel Net. 

III Consideration of Sales Representat ive Agreement and 
Marketing Rela i o nship Deferred 

'£' 

Because we are concerned that Centel Net will have an 
unfat r advantage over other IXCs i ( Central Telephone Company 
of Florida' s sales representatives act as agents selling Centel 
Net ' s service, we find it appropriate to defer our 
consideration of the proposed sales agreement untll we have 
done f urther investigation and have more information regarding 
any other such agreements between the LECs and IXCs. Unt 11 
such time as t h is Commission approves a marketing arrangement 
between Centel Net and Central Telephone Company of Florida, no 
marke ting efforts or solic itation o( new customers on hehalf of 
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Cente l Net s h a ll be made by Central Telephone Company of 
Florida. 

IV. Cross-Subsidization Concerns 

Centel Net has stated t ha t Cen tra l Telepho ne Company of 
Florida will not prov1de it personnel, f ac ilities and 
services . However, this does not prohibit Centel Net and 
Central Telephone Company of Florida from entertng into any 
service agreement in the future . Rule 25-4.019 { 5){c), F lorida 
Admini strati ve Code, requires that each LEC provide quarterly 
notice or t:xecut ion of new contracts or agreements i nc luding 
amendmen ts to existing contracts to thts Con~tss ion. 
Therefore, this Commtsston s hall be provided such notic of any 
contracts o r agreements be ween Cen ral Telephone Company of 
Florida and Cenlel Net . Howe ver , any contracts or agreements 
between Centel Corporation and Cente l Net are also of concern 
because of the nature of his arrangement. 

We are concerned t hat c r oss-subsidization not ocLur 
between Cente l Net and Central Telepho ne Company ot Florida and 
Cente l Corporation. Therefore , our examination of Lhe process 
of cost allo cations between these companies and o f Lhe terms of 
contracts o r agreements between them is vital. 

In an Order recently issued i n Dock e No. 88 - 1156, the 
Public Service Commission of Nevada considered an application 
for certification by Centel Net-Nevada OperaL1on propostng a 
relationsh1p between Centel Net-Nevada and Central Telephone 
Company of Nevada similar t o that proposed here1n be ween 
Ct:ntel Net and Central Telephone Company o f Florida . In its 
Order, the "'evada Commission discussed its concerns regarding 
the poss ibility of c r oss-subsidizat ion between the compa r ies . 
There f o r e , the Nevada Commission o rdered Lhat a revised ::cost 
allocation plan o f Cente l Net, Central Telephone and Cenlel 
Corpo ratto n be submitted. we share the c..once rns ra ised by the 
Nevada Commission on his issue. We have a l so reviewed the 
revised servi ce agreement with Cent ral Telephone Comoany and 
Cente l Corporat1on to reflect the rev ised cost allocation 
procedures, and agree with the proposed changes made in the 
se rvice agreements to reflect mo re direct assignment of costs 
rather than using a general a llocator . Because of ou r conce r ns 
regarding the possibility of c ross-subs1dization, Centel Net 
shall submit the followtng documen ts and information: 
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a) Centel Net shall submit a c opy of Centel Corporation's 
revised cost allocation manual referred to in Docket No. 
88-1156 before the Public Service Commission of Nevada. Also, 
Centel Ne t s hall submit a copy of each s ervice agreement 
existing between Centel Corporation and Centel Net. These 
documents shall be s ubmi tted within 30 days of the issua nce o f 
this Order . 

b) Centel Net shall submit a copy of Central Telephone 
Company's revised cost allocation manual referred to in Docket 
No . 88-1156 before the Pub lie Service Commission oC Nevada, 
along with a full description of each se rvice agreement 
existing between Central Telepho ne Company and Centel Net . 
These documents shall be submitted within 30 days of the 
iss uance o f this Order. 

c ) Centel Net s hall s ubmit a fl'll descriplion ot an y new 
or revised contract between Centel Co rporation, Central 
Telepho ne Company and Central Telephone Company o f Florida and 
Centel Net within 90 days o f execution of the new contract or 
revision. 

V. The Compensation I ssue Set for Hea ri n~ 

The concept o f compensation between affiliated compa nies 
is not new in Fl o rida . In Docket No . 870285-TI, we issued 
Order No. 18939, in which we found it to be within the public 
i nterest to require UTLD to compensate United Telepho ne Compa ny 
(UNITED) for the intangible benefits that it receives , 
including, but not limited to, the use o f the Un i ted name, the 
use of the Unite d logo and relianc e o n the United reputation. 
The leve of compens atio n was set equal to 2 . 8% of the 
difference between net revenues (gross revenues less 
uneollectibles) and o riginating and terminating access . 

UTLD a nd United appealed that part of the Order to the 
Flo rida Supreme Court which required UTLD to compensate Un i ed 
for the intangible benefits it receives through its association 
wi t h United. UTLD and United argued that the Or Je r wa s 
unconsti t ut ional f o r two reasons--that the compensatio n fee was 
confiscatory, thus de priving them of proper t y wi t hout due 
process of law, and that the compensation iee was 
d iscrimi na tory and denied UTLD protection under t he law si nce 
no other IXC had been required to pay a simila r fee. On July 
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6 , 1989, the Florida Supreme Cour t affi rmed our Order. 

I n response to MCI · s and OPC · s concerns and our 
i nterrogator i es, Centel Net has claimed a compensation payment 
is without economic o r leg"ll justification. By Order No . 
18939 , we imposed the compensation fee in recog nition of a 
variety o f intangible benefits flowing to UTLO as a resull of 
its relat ionship wi t h United . Centel Net argues that these 
relationships are not present here, such as immediate access to 
fi nanci ng and the ability to capitalize on a t rained , s killed 
wor k force. Centel Net furthet asserts that it is not a 
s ubsidiary of Central Telephone of Florida , o r i ts parent, 
Central Telephone Company, no r w1l l it use any of Central 
Telephone Company of Florida· s wo rk force except under 
contracts whi ch are availab l e to other IXCs . Centel Net states 
t hat it will only employ the use of the name and repu tation of 
Centel . The Centel name and log0 arc proper t y of Centel 
Co rpo ration and not Central Telephone of Florida. Sim1larly, 

I 

t he Centel reputation is not t he res ult o f only Central I 
Telephone of Florida, but also t he ma nagement of Cenlel 
Co rpo ration. 

In MCI ' s Petition to Intervene, MCI claims that the usc of 
t he Centel name gives Centel Ne t a marketing adva ntage. Centel 
Net countered t hat this is an exaggerated claim. Centel Net 
asserts that it would not have d competitive advantage because 
equal access was concluded years ago, and it is mar keting 
e fforts which will be essenti a l t o establish a custome r base. 
Centel Ne t ca nnot simply rel y o n the Centel name . 

We agree t hat t he Cen t ... l name may prov ide Cente 1 Ne t a 
competitive advantage as customers are familiar wi t h the name 
th rough the l oca 1 exchange company and ma y associate the two 
compa ni es. While equal access concluded seve ra l y ear s ago, 
Centel Net ma y be i n a favorablE? position due to the h1qh 
fl uctuation of customers in Central Telephone Company o ~ 
Flor ida ' s mar ket ar~a. 

It is clear that Centel Net believes that a compensau on 
fee is i nappropriate a nd that it will protest a~y o rder 
requi ri ng s uch a fee at this time . For this reason, Centel Net 
p roposed that it be certificated and allowed t o o perate as a n 
I XC on t he condition that t he outcome of a heari ng on the 
compe nsation i ssue s hall be ret roac.:t i ve t o the da e o f I 
certifica tion. Because t hi s proposal would pro tect the 
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ratepayers in the event we determine that a c ompensati o n fee is 
appropriate , we find it reasonable. Therefo re, we will by thi s 
Orde r certificate Centel Net and allow it to begin its 
operation as an IXC , however, any compensation fee subsequently 
determined to be appropriat~ shall be retroac tive to the date 
o f Centel Net' s certificat ion . We hereby set the iss ue o f "Is 
a compensatio n fee appropri a te and, if so , what amount should 
i t be? n for hear i ng o n ou r own motion. 

This docket shall remain open until we resolve the sales 
representative agreement, the ma rketi ng relat1onship and 
compensation issues. However, the proposed agency act i o n 
provisio ns of this Order wi 11 become eff ec tive if no timely 
protest is received . 

Based o n the foregoing , it is 

ORDERED by t he Flor ida Public Service Conuniss i on that: the 
applica tion of Centel Network Conunu n ications, Inc., Cor a 
certificate t o pro vide inttaslale i nle r e xc hange 
teleconununica ions service is grante d subject to the special 
terms a nd conditions set &.Ort h in the body of this Orde r. It 
is furt her 

ORDERED that t he e ffective date of the cer tificate is the 
first working day following thl;! da te specified bel ow , if the re 
is no protest to the proposed agenc y a c ion within the time 
frame set forth below. It i s further 

ORDERED that Cen el Network Conununica ions, Inc. , shall 
submit all of t he documen t~ and informatio n requested in the 
body of t hi s Order by t he times specified he rein . I t is further 

ORDi:;RED that no mar keting or sa l es rep resen tati on efforts 
o n be half of Cente l Network Conunu n ications:--, Inc . , s ha 11 be 
pe rformed by Central Te l e pho ne Company of Fl or ida until and 
unless s uch is approved by t h is Commission. rt is further 

ORDERED hat the issue o f wha t , if any, compensation fee 
is appropriate for Centel Network Conununicat i ons, Inc., to 
r emit t o Central Telephone Compa ny of Florida is set for 
hear ing ou our own motion. It is further 

ORDERED that the provisions of this Order , issued as 
pro posed agency action, s hall become fi nal and effective unless 
an app rop riate petition in t he form provided by Rule 25-22 .3 6 , 
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Florida Administrative Code, i s received by the Director, 
Division of Records and Reporting, at his office at 101 East 
Gaines Street, Tallahassee, Florida 32399-0870, by the date 
set forth in the Notice oC Further Proceedings below. 

By ORDER 
this 11th 

( S E A L ) 

SFS 

o f the 
day of 

Flo rida 
JANUARY 

Public Service 
1990 

Corrunission, 

Division of Records and Reporting 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120.59{4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders 
that is avai lable under Sections 120.57 or 120.68, Florida 
Statutes , as well as the procedures and time limits that 
apply. This notice should not be construed to mea n all 
requests for an administrative hearing or judicial review will 
be granted or result in the relief sought. 

As identified in the body of this order, our action 
granting Centel Network Communications, Inc., a certificate of 
public convenience and necessity to provide interexchange 
telecommunications service with special terms and conditions is 
preliminary in nature and will not become effective or fi nal, 
except as provided by Rule 25-22.029, Florida Adm i nistrative 
Code . Any person whose substantial interests are affected by 
the ac ion proposed in Sections I and II of this order may file 
a petition for a formal proceeding, as provided by Rul e 
25-22.029 (4), Florida Admini st rative Code, in the form provided 
by Rul e 25-22.036(7)(a) and (f), Florida Admini strattve Code. 
This petition must be received by the Director, Division of 
Records and Reporting at his office at 101 East Gaines Street, 
Tallahassee, Florida 32399-0870, by the close of business 
o n February 1. 1990 In the absence of such a 
petition , Secti ons I and II order shall become effective o n the 
date subsequent to the above date as provided by Rule 
25-22.029(6), Florida Admini strative Code, and as reflected in 
a subsequent o rder . 

Any objection or protest filed in this docket before the 
issua nce dute of this order is considered abandoned unless it 
satisfies the foregoi ng conditions and is renewed within the 
specified protes period. ~ 

If Sections I and II of this order becomes final and 
effective o n the date desc ribed above, any party adversely 
affected may request judicial review by the Florida Supreme 
Court in the case of an electric, gas or telephone ulility 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 Records and Reporting and filing a copy o f the 
notice of appeal and the filing fee with the appropriate 
court. This filing must be completed wit.hin thirty (30) days 
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of the effective date of this order, 
Florida Rules of Appellate Procedure. 
must be in the form spectfied in Rule 
of Appellate Procedure. 

pursuant to Rule 9. 110, 
The notice o f appeal 

9.900(a), Flooda Rules 

Any party adversely affected by the Commission's final 
action, in Sections III, IV and v of this Order may request : 
l) reconsideration of the decis1on by filing a motion tor 
reconsideration with the Director, Division of Records and 
Reporting within fifteen (15) days of Lhe issuance of this 
order in the form prescribed by Rule 25-22.060 , Florida 
Admini st rative Code; o r 2) judicial review by the Florida 
Supreme Court in the case of an electric, gas or telephone 
utility or the First District Court of Appeal in the case of a 
water or sewer utility by filing a not ice of appeal with the 
Director, Division of Records and Repo rting and filing a copy 
of the notice of appeal and the filing fee with the appropriate 

I 

court. This filing must be completed wtthin thirty (30) days 

1 after the issuance of this o r der , pursuant to Rule 9.110, 
Florida Rules of Appellate Procedure. The not1ce of appeal 
must be.. 1n the form specified in Rule 9.900(a) , Florida Rules 
of Appellate Procedure . 

I 
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