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BEfORE THE FLORIDA PUBLIC SERVI CE COMMISSION 

In re: Petiti o ns of SOUTHERN BELL ) 
) 
) 
) 
) 

DOCKET NO. 880069-TL 
TELEPHONE AND TELEGRAPH COMPANY for 
rate stab1lizal1on and 1mpl~mcn tat io n 

orders and other rel 1et 
ORDER NO. 22793 

DATE 4-1 0-90 

The following Comt'lissioners participated 
dt sposit ion of this matter: 

MICHAEL McK. WILSON, Chairman 
THOHAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T . HERNDON 

NOT I CE Of PROPOSED AGENCY ACTION 

in 

ORDER GRANTING IN PART AND DENYING IN PART 
SOUTHERN BELL'S MOTION FOR DECLARATORY RUL 1 u AND 

MODIFYING CERTAif!_PROVISIONS Of ORDER NO . . ,0 162 

BY THE COMNISSION: 

the 

Notice 1s hereby given by the fl o r ida Public Service 
Commission Lha lhe action discussed herein is prellmi nary in 
nal:urc and will become final unless a person ..those i n terests 
arc s ubslan 1ally oCCccted files a petition for forma l 
proceedi ng pursuan o Rule 25-22.029 , FloClda Admin istrative 
Code. 

By Ord r No . 20162, tss ued i n Docket No . 880069-TL , we set 
aside $ 10 million 1n 1989 and 1990 , res pectively, f o r the 
i mplementati o n of Optional Extended Area Service (OEAS) on 
t wenty-two routes. ·on July 28, 1989 Southern Bell sold $ 300 
milllon o f 8.5\ debentures due in 20 29. On September 5 , 1989, 
$200 mtllion o f the 8.5\ debentures were used to reftnance $ 200 
mlllion o f 11.75\ 10 year debentures whi c h were due April 19, 
2023. On No vember 30, 1989, Southc.:.rn Bell filed a t>1o 10n f o r 
Declaratory Rultng (the Molton) requesting tha $ 6 .5 million of 
the $ 10 m1 11 i o n set astde tor 1989 be used to o ff set costs 
tncurred r C1nanc1ng $ 200 rnll lio n of 11 .75\ debentures with 
$ 2 00 milllon of 8.5\ deben ures . Southern Bell 1 alculated the 
i nterest savtnqs Co r 1989 to be $650,000 fo r September t hrough 
December o n a Flor ida i.ntras a te basis. On an annual bas is, 
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beginning w1th 1990, tnterest savings will be $1,94 9 ,000 for 
Florida inlras ate operations. 

Public Counse 1 C i led a respo nse to the t-1ot ion on Decembet 
18, 1989. Public Counsel· s respo nse raised questions as to the 
proposed accounting tr<aatment of the cost of refinancinq and 
whether the lower interest rates will benefit the ratepayers . 
Publlc Counse 1 points out that F i nanc ia 1 Accounting Standards 
("FAS") No. 71 gives the Commission discretion to amortize a 
gain or loss on the extinguishment of debt while FAS No . 4 
states that ga1ns and losses shall not be amort1zed to future 
periods. Public Counsel further points out that both of these 
stcJndards foll under Generally Accepted Accounting Procedures 
(GAAP), therefore the Commtssion has the discretion of a one 

1me recogn1l1on or amortization of these refinancing costs. 
In addition, Public Counsel questions whethe r Southern Bell ' s 
revenue requirement determination of $6 . 5 million is the proper 
revenue requirement amount rather than $4.2 million 'which is 
net of taxes. F 1 na lly, Pub 1 ic Counse 1 que~ ions whether 
ratepayers wt11 actually benefit from the interest savings . 

Sou hern Bell filed a reply to Public Counsel's response 
o n January 2 , 19)0. Southern Bell's reply argue .. that the 
Commission's adoption of Part 32 Uniform System of Accounts in 
1988 is a maJor shift towards Generally Accepted Accounting 
Principles (GAAP) which requires costs to be recognized in the 
same pertod in which the debt was re ti nanced . Southern Bell 
further argues that the ratepayers will benefit because Order 
No. 20162 excludes interest savings Crom refinancing higher 
cost deb from earnings sharing. The Compa ny also states that 
it included t he tax savi ngs generated by lhe expense o f 
rerinanctng 1n its revenue requirement calculat i o n. 

In the motion, Southern Bell estiiT'ates of the cost o f 
implementing OEAS in 1989 at $3.2 m1llion for the twenty-two 
OEAS roues set forth in Order No. 20162. Although $10 million 
had been se aside, seve ral o f the larger routes were no t 
implement d until late in 1989. Therefore , their full revenue 
impac was not e xperienced . We note that the Yulee to 
Jacksonv tllc rout was not implemented during 1989, saving the 
expected cost of $25,800. Removal o f this route also reduces 
the esttmated cost to implement OEAS to $3.15 million for 1989. 
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Southern Bell also proposes tha ~ EAS ordered to be 
implemen od during 1989 and ex ending in o 1990 should also 
c-omo out of the $10 mlllion. Th1s includes Vero Beach to Fl . 
Pterce OEAS, Holley- Navarre o Milton OEAS, St . Augusttne to 
Jacksonville/Jacksonville Beach/Ponte Vedre Beach OEAS, 
f.1axville/Middleburg/Orange Park EAS (fldl rate). For 1990 thi" 

ncludes other routes which have been ordered but not yet 
1mplemented such as Yulee lo Jacksonville EAS, Ja} to Pensaco la 
ttnd seven other OEAS filings Southern Bell expects to ma k e in 
early 1990. 

In Order No. 21986 regarding Escambia County EAS, the 
ConMission allowed $136 ,000 of the avallaole $10 million set 
as1do for OEAS to be used to offset Southern Bell's costs of 
1mplement1ng EAS in Escamb1a County. Including all the EAS 
requests and OEAS fili ngs mentioned above for eligib lily f or 
offset wi h the $10 mill1on would be consistPn~ with the 
Commission· s dec 1 s 10n in the Escambi a County EAS Order. 
Accordingly, we ftnd that the addi ional routes i mplen.ented 
dunng 1969 be included as eligible (O L part of the $10 mdlion 
avail ble tor EAS . Subtract1ng the est1mate of $3 . 15 million 
for th• rou t.Y 1den tfied 1n Order No. 20162 and t he est1mated 
cost of add1t1onal t oules implemented during lQ89 of $345,200 
from the $10 million se aside for FAS 1n 1989 leaves 
approxtmatcly $6.5 million to be disposed of related to 1989 . 
Note that the dollar amounts for OEAS are estimates only, 
because the takP rates of all routes are not yet known. We 

dlso note ha Southern Bell ha s committed to truing up the 
amount ac ually used for OEAS by he end of the first quarter 
of 1990. If, b<tsed on the actual take rates, the cost of the 
OEAS is grea er than the es 1mateJ $3.5 milllon , Southern Bell 
wlll absorb 1t. If it is less. those dollars will be available 
for fur he r oisposi~1on by the Co~n1sston. 

Upon consideration, w • find that Southern Bell ' s motion 
should be gran ed in par and denied tn part . In additi o n we 
find ce rtain modificauons to Southern Bell ' s r equested 
treatment art.• approprta e. In Order No . 20162 . we recognized 

ha lh~.; relinancing o f higher cos debt with l ower cost debt 
occurs becJuse 1n eresl rates have become more favorable and 
no t because o t any act ion by the company. However- , it appea t s 
that a dis1ncent1ve to rellnance may exlst if tt.e company 1s 
rc":}uired to bear the cosl of r efinanc1ng higher cost debl. 
Accordingly, we f1nd it appropttale Lhal Southern Bell shall be 
allowed Lo us • the estimated 1989 OEAS surplu s money to offset 
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the cost of debt reCinanc1ng in 1989. These refinanc1ng costs 
should be recogntzed in the yecH incurred rather than 
amortized ; th1s treatment is cons1stent wilh the new Unifo tm 
System of Accounts {USOA) adopted i n 1988. Though the 
Commission rna y have amortized such costs in past dockets, these 
dccis1 o ns occurred prio r to the implementation of the new USOA 
on January 1, 1988. The cost o f refinancing should be a 
revenue requtrements amount of $6 . 5 millton befo re interest 
savings rather than the net o f taxes amount of $4.2 million 
sugges Led by Public Counsel. Ra e paye r s should benefit from 
thts treatment through a reduced cost of capital in future 
years. 

I 

Southern Bell's calculation of the cost of refinancing 
should be modifted to Lake into dccount the interest savings 
experienced in 1989. Southern Bell determined tne interest 
savings for 1989 to be $650,000 base d o n a four mon '1 period . 
Scptembe r th rough December, 1989. The $ 650, uoo i nte rest 
savings should be netted aga t nst lhc $ 6 . 5 milli>n cost of I 
refinanc1ng o arrive at a ne cos l of financing f or 1989 o f 
$5.8 5 nnlllon . The $5.85 million 1s he amount that hould be 
applied agains~ th~ OEAS surplus for 1989. The interest 
savi ngs for 1990 of $1.94 9 milllon s ho uld be added to Lhe 19 90 
~moun set asid~ for implcmen ation of O~AS of $1 0 mi llt on. 

In the ncar future, we anticipate amendi ng some of the 
existing EAS routes such as Millo n to Pensacola, Havana t o 
Tal lahassee, Brunson to Gaincsv1lle, as well as lhe 
po1nt-to-po1nt plans and existing Toll Pac routes. The dollar 
effcc of th1s is not yet known. 1f the 1990 OEAS surplus is 
not u sed for revis1ng EAS, it wll l be ava ilable for o ther u se 
by the Commtsston. 

Our treat1ng o f the 1ntere~l sav ings described abo ve f or 
1989 and 1990 will result in the ratepayers receiving 100\ of 
he beneflt o f the debt refinanctng . Tht s is fair constdering 

t hat the ·a tepayers are pa y ing 100\ o f the cost o t 
ref1nancing. Our proposed tLealmcnt of the debt refinancing 
costs and subsequent Lnleresl savings also accomplishes lhe 
Corr.mission· s godl that the ratepayers receive all the benefit 
f r om reduced 1nterest rates while at the same time n0 t 
pcnali~1ng t he company t o r making a prudent decision t o 
refinance . 
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Based o n he t otcgot nq, i ts 

ORDERED by the Florida Public Servtce Commtsston that 
Sou hern Bell Telephone and Telegraph Company ' s Mo ion for 
Declara ory Ruling 1s granted in part and dented in part as set 
f o rth in the body of lhts Order. It is turther 

ORDERED that 
Company's proposed 
1990 1s modified as 
turther 

Southern Bell Telephone and Telegraph 
treatment of the OEAS s utplus t o r 1989 and 
se forth tn he body of Lhis Order. Tl is 

ORDERED tha Order ~Jo. 20162 is modifled as set forth i n 
the body of th1~ Order . 

By ORDER of t he Florida Publ1c StHvtce Commission, 
t hi s lOt~ dcly of _ April 1990 

Reporting 

( S E A L ) 

TH 

NOTICE Of fURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The flortda Publtc Serv1ce Commtsston is rcqutred by 
Sec ton 120.59(4), Flooda StaLuLes , to noL1fy pa Lies of any 
admintstr L1ve hcanng or judicial review of Comm1ssion o r de r s 
tha 1s av. tlable under Sections 120.57 o r 120.68 , F l orida 
Stat~ tes, as '"'e ll as the procedures and t1me lim1ts that 
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apply . This notice should not be construed to mean all 
requests for an administrative hearing Ot judicial review will 
be granted o r result tn the reltef sought. 

The action proposed herein is preliminary in natu r e and 
will not become eftccti v e or fi n al, except as provided by RuJe 
25-22 . 029, Flor1da Administ r ative Code . Any person whose 
substanttal 1n erests are affected b y t he actl on proposed by 
thts orde r mcly flle a petition for a formal proceeding , as 
provided b y Rule 25-22 . 029 ( 4), F l orida Admi n istrative Code, in 
the form provided by Rule 25-22 . 036 ( 7 )( a) and (f), Florida 
Admtntstrative Code. This petition must be received by the 
Dtrector , Diviston o f Reco rds and Repo r ting at his office at 
101 East Gain~s Street, Tallahassee , Florida 32399-0870, by the 
close of bus1ness o n ___ Ma =~~~~1~9~9~0~--------

In the absence o( such a petition, this ordf"t ... nall b£:come 
etlective on the day subsequent to the above date as provided 
by Rule 25-22 . 029(6) , Fl o r1da Adm1nistrattve Code , and as 
reClec ed tn a subsequent order . 

Any obje~t1on o r p r otest flled in this docket befo re the 
issuance date of thts order is cons1dered abandoned unless it 
satisfies the Coregotng condition s and is renc•.Ned wtthin the 
specified protest per1od . 

If his o rder becomes fi nal and eCfecttve o n the date 
described above, any pa r y adversel y affected may request 
judicial review by the F l orida Supreme Court in the case of an 
electric, gas -:> r telephone utility or by the First District 
Court oC Appeal in the case of a •.Hater or sewer utility by 
filing a no tce of appeal with the Director, Dtvision o f 
Reco rds and Rcpor ing and fi l ing a copy of the notice o f appeal 
and the fillng fee w1th the appropnate court. This filing 
must be completed w i t h in t h irty (30 ) day s of the effective date 
of this order, pursuant to Rule 9 . 110, Florida Rules o f 
Appellate 1:-rocedure. The not1ce of appeal must be i n the form 
spccJfied tn Rule 9 . 900 { a ), Florida Ru les of Appellate 
Procedure. 
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