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FINAL ORPEB 

I . BACKGROUND 

By Order No . 20162, this Commission ruled on Southern Bell 

Telephone and Telegraph Company ' s (Southern Bell ' s or the 

Company ' s) petitions for rate stabilization and other relief. As 

a result of implementing a rate stabiliza ion plan (the Plan}, the 

Commission expanded the Company ' s authorized range of return on 

equity (ROE) to a minimum of 11.5\ and a maximum of 16\ . The 

Commission also set rates for the Company targeted at a 13.2 t ROE . 

Within the expanded range, the Commission implemented an earn1ngs 

s haring plan . Any earnings in excess of 14\ are to be shnred, with 

60\ being returned to Southern Bell ' s ratepayers and the other ~ 0% 

retained by the Company . All earnings in excess ot 16 after 

sharing are to be returned to the ratepayers. In <1ddi tion , 

earnings stemming from certain exogenous factors and the net ~f 

rate increases (except regrouping) and rate ducreascs, wore 

excluded from the sharing process . 

By Order No . 24066 , the Commissjon extended Southern Bell 's 

rate stabilization plan until December 31 , 1992 . In e xtending the 

Plan, t he Commission retained the o r iginal parameters ol the Plan ; 

however, it did not reset rates . The Commission ~lso so t ~side for 

subsequent disposition $18, 4 20, 620 for 199 1 and 11n addi tion<:~l 

$~1 , 868 , 551 for 1992. These amounts are in addition t o the amounts 

previously identified for subsequent disposition relating to 1989 

through 1990 . Order No. 24861 set forth tho final amounts 

available for disposition . By Order No. 25367 , Southern Bell was 

directed to refund approximately $100.8 million including interest 

through the end of February 1992 . The $100. 8 million refund was 

based on amounts held for disposition for 1988 through the end of 

1991. By Order No. 25558, the Commission required Southern Bell to 

implement a credit on customers • L.lls beginning in January 1992 to 

end furthe~ accrual of excess earnings from the prior set asides 

until a final decision is made . 

On October 3 , 1991, the Office of Public Counsel (Public 

Counsel) , the Attorney General of the Sate of Florida (AG), and 

the American Association of Reti red Persons (AARP} filed a Joint 

Petition requesting certain relief with respect to Southern Bell . 

1he petitio n r equested : the immediate, across-the-board refund of 

more than $80 million of accumulated overcharges; the immediate 

reduction of Southern Bell ' s current rates by approximately $18 

million annually now and by $39.8 million effective January 1 , 
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1992 ; a permane nt reduc tion of Southern Bell ' s approved r ates of , 
at a minimum, $105 . 6 million now and $127 . 4 million effectiv'"' 
January 1, 1992 ; the immediate placement of ar additional $81 . 6 
millio n of annual reve nues s ubject to refund pending the 
establis hmen t of pe r ma nent r a t es ; the filing of 11ini mum Fi 1 ing 
Requiremen t s (MFRs) by Southern Bell; and , the re1nstitution of 
full r a t e base regulation under Sec t ion 364. 036(5) , Florida 
statut es . The United States Department of Defense on behalf of 
itself and All Other Federal Executive Age ncies (DOD) filed a 
motion en Octobe r 15, 1991, in support of the Joint Petition. 

By Order No. 25541 , the Commission disposed of the Petit ion . 
Inter alia , the Commission found it appropr1ate to hold an 
expedited hearing t o address the issue of whether Southern Bell ' s 
cos t of capi t al has signif1cantly changed beyond that which was 
contemplat ed by the rate stabilization plan such that a new ROE 
should be set ; and if so , the amount to be placed subJect. to 
refund . See Order No. 25541, issued December 26 , 1991. The 
expedi ted hearing was held February 10 and 11 , 1992 . 

II. PARTIES 

Eleven of the parties participated to varying degtccs in this 
proceeding . Six of he parties filed t estimony a nd prc::.ented 
witnesses at the hearing. The participating pnrties arc ns 
follows : 

southern Bell Telephone and Telegraph Company (Southern Bell) 
Office Of Public Counsel (Public Counsel) 
American Association of Retired Perso ns (AARP) 
AT&T Communications of the Southern States , Inc . (ATT-C) 
Attorney Ge ne ral oi the Sta t e of Florida (Attorney General) 
The Department o f D~ fense arJ All Other Federal Executive 

Age ncies (DOD) 
Flor~da Ad Hoc Te l ecommunications U~cr~ Committee (Ad Hoc) 
Flor i da Pay Telephone Association (FPTA) 
MCI Teleconmunications Corpor ation (MCI) 
us Spr i nt Communications Compa ny Limited rartnership (Sprint) 
Florida Cable Television Association (FCTA) 
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III. INTRODUCTION 

our examination of Southern Bell ' s cost of capita l was 
prompted in part by the Joint Petition and by our own concern that 
within the context of the rate stabilization plan, Southern Bell ' s 
authorized ROE might not be consonant with the current capital 
markets . In addition to the basic issue of Southern Bell ' s 
authorized ROE , several t hreshold issues were r aised regarding 
whether the rate stabilization plan contemplated changes du r ing the 
pendency of the Plan duo t o changes in cost of equity capi•al ; 
whether the Commission s hould make any c hanges during the plan due 
to changes in cost of capital or whether we are compelled as a 
matter of law to addr ess the changes in cost of cap~ al r egardless 
of the plan . 

Southern Bell provided the testimony of two cos ot cap~tal 
witnesses and one policy witness. The remaining parties proriered 
the testimony o( five cost of capital witnesses and one pol icy 
witness . The Commission Staff presented one t<!chn~cal witness . 
Hearing from these witnesses and their respective counsel consumed 
approximately eighteen and one-half hours over the course o1 t·.:o 
days of hearing . 

As discussed in greater detail below, we have detetmined that 
the r ate stabilizat ion plan did not expressly provide tor 
alteratio n of the Plan ' s parameters during the cours~ of the Plan 
solely due to changes in the capital markets as evidenced in this 
case . However, notwithstanding that the Plan did not cont~rnplate 
changes due to changes i n the cost of capital , our regulatory 
r esponsibilities r equire us t o address issues appropriately placed 
before us . our review of the evidence in the record of this 
proceeding indicates that there has been change in the cost ot 
equity capital for Southern Bell since the inception of the Plan . 
However , when weighed against ~ltering the experimental rate 
stabilization plan, the c hange has not been of sufficient magnitude 
to compel us to hold any revenues subject to refund ~ this tiPe . 

IV . MOTION TO STRIKE TESTU10HY 

On January 22 , 1992 , Southern Bell filed a Motion to Strike 
portions of t estimony of several witnesses in this proceeding . By 
Order No . 25697 , the Prehearing Officer deferred a ruling on this 
matter to the full Commission. 
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The Mot ion argued tha t the testimony regarding Souther n Bell ' s 
capita l structure contained in the prefiled testimony of witnesses 
Parcell , Rothschild , Cicchetti and Clinger should be s tricke n on 
the grounds tha t the Company ' s capital structure was no t identified 
as an issue in t his proceeding a nd is not relevant to the issues 
tha t were identi fied . The parties sub ject to the Motion responded 
a rguing that capital structure is directly r eleva nt to the 
appropriate cost of equity capital for Southern Bell . 

Upon consideration, we find that the Motion should be ~cnied . 

The capital structure of Southern Bell is one factor tha invcs ors 
examin e in evaluating whether the Company ' s return to 1ts inve~tors 
is adequate . Therefore, we tind that it cro~ses the threshold of 
releva ncy in deter mining the Company's appropriate rate o( return 
on e quity . 

V. HI! ETHER THE PLAN CONTEMPLATED CIIAHGFS RUt: 
TO CHAI-lGES Ul THE COST OF EQUITY CAPITAL 

Hhether the commission, in adopting the Plun, <.:ontempl<.~ted 

that c hanges in the cost of capital would necess1t<.~te changes o 
the Plan and whether the t•.Jo following issue~ d~.-•. d i ng \H th the 
perennial questions of "can we?" ilnd " should \·.'e ?" .• re thres hold 
questions \-lhich must le onm.,oerod before addressing the s ubs L.tntive 
issue of Southern B~ll ' s cost of equity cap1tal . 

Southern Bel l argues that the Plan was originally approved 
with a term of three yean; .1nd subsequently ex ended for t•"'o 
additional years . According to the Company, the Plan was designed 
so tha t, absent major unforeseeable circumstances during its 
pendency, there would not be any rate proceeding instituted by the 
Company o r by the Commission . The sole provision in the Plan th<.~t 

allows for the institution of a p~oceeding by the Commission is if 
the Compa ny experiences significant unforeseen improvements in i s 
earnings . In support of its position, Southern Bell points to the 
tes timony of its witness in the 1988 proceeding thut the Company 
would not file for relief due to changes in the cost of egui y 
capital . Thus , Southern Bell argues , the Plan does not contemplate 
the i n s titution of any proceeding by the Company or by he 
Commission solely because of a purported ch~nge in the Compony ' s 
cost of equity capital . 

To the contrary , DOD , Ad Hoc and MCI argue that the Plan does 
not preclude action by the Commission in response to changes in the 
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cost of capital for Southern Boll. In specific response to 
Southern Bell, DOD argue~ that the Plan can be modified without 
"significant , unforeseen improveme nts (in earnings) " ; however , even 
i n the event the Commission requi r es such a standard, it has indeed 
been met . DOD also argues that it is highly questionable that the 
Commission contemplated a change i n the economy would occur to the 
extent that it has in the past 12 months . Further, because of this 
change, in conjunction with o ther factors, Southe rn Bell ' s cost of 
capital has declined significantly. 

Additionally, DOD cites the testimony of its \Ht.ncss , t1r. 
King , asserti ng that the Commission's commentary on the so- called 
"escape clause " in the Plan i ndicates that the Commission 
contemplat ed the possible t e r mination of the Plan if ~uch action 
\vere v1arr anted . DOD opines that the s tate o the econony 1s 
analogous to a n " exogenous factor" in that the Corn!)any has no 
control over its s tatus . Had the opposite situation occurred, DOD 
states that Southern Bell might be knocking o n the Commission's 
door to discontinue the Plan because of a " significant untoreseen" 
decline which would place Sout.hern Bell in financial jeopardy . 

Upon consideration , we find that our adoption ol the Plan did 
not contemplate that the Commission would revisi t the parumeters of 
the Plan during the pendency of the Plan . Order llo . 20162 is 
silent o n the specific qu~stion of whether changes ln he cost of 
equi ty capital would prompt us to effect a change in the Pla n. A 
r eview of the circumstances leading to the adopt1on ct the Plan 
does not indicate that the Commission i ntended that changes in the 
cost of equity capital would p rompt a r evisitatlon of the 
pa rameters of the Plan . For these r easons , we conclude that 
changes solely i n the cost of equ i ty capital are not contemplated 
within the parameters of the Plan as a basis for naking adjust ments 
to the Plan . 

VI . HI!ETHF:R TilE COMf1ISSION HUST SET RATES l!!iT£li 
ARE FAIR . JUST AND REASONABLE AND NOT EXCF.s..s.IYF 
IRRESPECTIVE Of THE PROVISIONS OF SOUTHERN BE~ 
RATE STABILIZATION PLAN 

Th is issue , raised by the Attorney General, goes to the core 
of our authority to act to insure tho fulfill men t of our statutory 
r esponsibilities . It essentially asks the question of' "can we " act 
in this s ituation. 
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The Attorney General argues that, r egardless of the provisions 
of the Plan, the Commission must insure tha t Southe rn Bell ' s rates 
are fair, just and reasonable, rega rdless of any prior decisions i n 
th is case. In support of its claim, the Attorney General cites 
several provis ions in Chapter 364 , Florida S t a tutes, each of which 
require the rates to be charged by a t elecommunications company to 
be fair, just, and reasonable . The Attorney General argues tha t it 
is clear that the Florida Statutes , as a matter of law , will o nly 
toler;.te telecommunications rates that yield r easonable 
compensation and that the Commi ssion has no discret ion to allow 
otherwise . For t he s t andards establishing " re .. .:;onable 
compensation, " the Attorney General ci t es the criteria established 
by the Supreme Court of the United States in Bluefield Waterworks 
and I mprovement Company v. Public Service Commission of ~est 

Virginia , 262 U. S . 679 (1923) a nd Federal power Comnis!'iion v . !lapP 
Natural Gas Company , 320 u. s . 591 (1944) , which prov1de that the 
equity portio n of t he compensa t ion to a regulated utility should be 
commens urate with r eturns o n investments hav1ng correspondi ng r isks 
and should be s ufficient to assure cont idence in the f; nanc1al 
integrity of the utility so that 1ts credit 1s ma1ntained and so 
that it may attract capital . 

The Attorney General asserts that the Commlsslon ' s orders 
establis hing a nd e x tending the term of the so- calleo incentive rate 
pla n for Southern Bell \.'ere not intended to, ..1nd cannot be read to 
allow Southern Bell to achieve compensation at a certain level or 
r a nge of est ablished earnings without regard to the conditions 
c urre ntly being experie nced in th is nation ' s econo~ic and f1nanci~l 
markets . The Attorney General further asserts that even if the 
commission fully i nte nded s uch a result in its prior orders , it 
would still be statutorily bound to determine just and reasonoble 
r a tes at a l evel wh ich were neither insufficient to yield 
reasonable compensation nor which yielded excessive compensation . 

':'h e arguments of DOD, Ad Hoc, FCTA, and !·1CI echo those of he 
Attorne y General . 

Southern Bell argues in r esponse that a ny final decision of 
the Commission is binding upon the Commission and the o her parties 
to the decision, in the absence of significantly changed 
circumstances . According t o the Company , the doctrine at 
adminis trative ~ judicata applies i n Florida . Peoples Gns 
System. Inc. v . Mason , 187 So . 2d 335 (Fla . 1966) . Under thio 
doctrine , Southern Bell asserts that the Commission should not 
alter a decision unless significantly changed circumstances justify 
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the c hange . Peoples Gas System , supra ; Austin Tupler Trucking , 
Inc . v . Hawkins , 377 So . 2d 679 (Fla . 1979) . In r eliance on th~se 
cases , Southern Bell argues that, having approved the terms of the 
Southern Bell incent ive plan, and having committed to refrain from 
any alt era t ion of those terms absent a sign1ficant iMprovemen in 
the earn i ngs of Southern Bell , the Commission should not alter 
those t erms unless there have been significant changed 
cir cumstances . Southern Bel l concludes by stating that since 
Southern Bell ' s cost of equi ty is still within the range of 11 . 5\ 
to 1 6% , no change i n circumstances has occurred . 

We note initially that Southern Bell does not argue that we 
cannot conduct a proceeding prompted solely by changes 1n the cost 
of equity ; the Company simply asserts that ~e should not do so in 
this case . Southern Bell ' s reliance on P~Qnlrs G 1•• ..1nd l\u!· Ln 
Tupler is misplaced. Those cases each dealt wtth ~1tuations 1n 
which the Court determined that the Comm1ss1on rnu~t prov1de notice 
a nd a n opportunity to be heard pr1or to rnodity1ng a pr1or decis1on . 
In this case , we have held the hear 1.ng requ1re<.i uy tho~c case.. s . I.e 
fi nd that as a matter of law the Commiss1on 1s not precluded trom 
conducting a hearing to establish a reasonable rct.:urn o n cqu i ty 
(ROE) for purposes of holding revenues subject to r tun pen<.i1ng a 
full review of the rate stab1lizat1.on ~lao 111 l1e 1 ro1<.icr context 
of a full rate case . 11orcove r , o,.:hcn the .tuthor 1tl <.i ROE o t a 
company is appropriately called into question ~c t orc the 
Commission , our stat\Jtory r:landate requires th 1L .:c d<.id r css the 
issue . He ans\-ler the question of "can \le" act 10 t.! c .H !. irnative . 

VII . \-IH ETHER REVENUES SUOULQ PE SET SUBJECT TO fH; r:_u II> 

The final question we must answer in this prot:ecdincJ 1s 
" should we " hold revenues subject to refund. The c o r·c is!,uc is 
whether the cost of equi ty capital for Southern Ucll ha s L..1llcn 
significantly such that we shou,~ require Soutllcrn Ocll to hold an 
amount of r evenue subject of refund to pro cct he Co:--1 llli' ' :; 
ratepaycts from excessive chilrges . To reach ..10 ilns .. cr regu1rc.s a 
com~ari~on of he current circumstances surrounding Southern Ucll ' s 
cost of equity capital with those pr~sent when we first imple~en cd 
the Plan. 

Seven witnesses testif1ed regarding Southern Bell ' s current 
cost of equity capital . In reaching their ROE rocommcndutions, 5ix 

of the seve n witnesses utilized one or more of four frequently u~ed 
financial a nalytica l models : discounted cash-flow analysis (DCF), 
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comparable earnings analysis (CE), risk premiun analysis (RP) and 
capital asset pricing model (CAPM). Each of these six witnesses ' 
recommendations is summarized as follows : Mr . Parcell, tes tify ing 
on behalf of Ad Hoc- 10.75\ to 11 . 0\; Mr. Rothschild , testifying 
on behalf of Public counsel - 10 . 5\ ; Mr . Clinger , testifying on 
behalf of FPTA - 11.25\ ; Hr . Cicchetti, tostit.yinq on behalf of 
AARP - 11.4 t ; Dr. Vander Weide , testifying on behalf o1 Southern 
Bell - 13 . 6% to 15 . 4\ ; and Or . Carleton, also testifying on behalf 
of Southern Bell - 14 \ to 15. 5\ . The seventh ROE w i ness, Dr . 
King , testifying on behalf of DOD, did not utilize any of the above 
mentioned models . He recommended a ROE o! 11 . 2 .. b.lsed O" his 
observations of a drop in the equity markets ot 200 ba~is points . 

Three of the seven witnesses in this proceed ing al~o estitied 
on the subject ot cost of equ1ty capital in our 1988 proceed1ng . 
Dr . Vander Weide testified on behalf of Southern Bell and 
recommended a ROE of 14 to 16~ . Mr . Cicchettl test1t1ed on behalf 
of the Commission Stu L f and recommended a ROE ot 12. 5 . l·1r . 
Clinger testitied o n behalf or Public Counsel and recommended a ROE 
of 12.4% . The dif fcrence in the ROE recornne,da t 1ons of the~e 

witnesses between the 1988 and 1992 proceedings 1s ~o, 110 and 115 
basis points, respectively . 

Southern Bell argues that we should no bUbJect ~ny revenues 
to refund . The Company asserts that the Plan w~s appt ovcd by the 
commission as an experiment in recognition ot lhc r~1p1dly ch<:lnging 
dynamics in the telecommunications industry in florida . In 
support, Southern Bell relics on Order l~o. 2•i 06u , \:tnch extended 
the Plan for the years 1991 and 1992, in order to guthcr narc 
complete data on the totality of the Plan and also on Order r:o . 
25482, which denied the Office of Public Counsel ' s and the 
Department of Defense ' s Motions for Reconsideration ot Order r:o. 
24066 . Southern Bell argues that to place any revenues subJect to 
refund \<.•ould disrupt the Plan by sending the \,'rang signals o he 
investment community at d woulr deprive the Cor.:p<1ny of l~e 

incentives created by the Plan. 

Nith respect to the question of changes in the cost o t 
capital , Southern Bell argues that the recommendations o t four oi 
the five non-Bell witnesses as to the appropriate co~t of equ1 y 
capita l for the Company have declined only between 80 nnd 100 basi~ 
points between 1988 and 1992 . Southern Bell argues that the fif h 
witness ' testimony, that the decline is 200 basis points, is simply 
not credible since Southern Bell ' s bond rates have declined only 
102 basis points since 1988. Southern Bell asserts that, based on 
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the t estimony of i t s two witnesses, the Company' s cos t of equity 
capital is between lJ . St and 15.5%, which r epresents a d ecline o f 
only approximately so basis points since 1988 . 

Southe rn Bell notes this still leaves the Company wi thin the 
" zone of reasonableness" set by the Commission f o r the Plan . 
According to Southe rn Bell, based on the t estimony of ei the r its 
0\vn witnesses or those of the other part ies , tha t the cos t of 
equity carital has no t changed significantly and tha t no Commission 
action is warranted . 

Each of the parties , other than Southern Bell, argues that the 
cost of capital has declined significantly and that revenues should 
be held s ubject to r efund . Public Counsel argues t hat the pu rpose 
of this proceeding is simply to det ermine whether Southern Bel l ' s 
ratepayers s hould be protecte d i n the event that it 1 s dete rmined 
in the impending rate case that Southern Bell ' s author1zed cost of 
equity should be l owered . In s upport , Public Counsel argues that 
there has clearly been a decline in the cost oL capital t o r 
Southe rn Bell and that revenues should be held subjec t to refurd as 
a matter of cau t ion . According to Public Counsel , to do a nythi ng 
else l eaves the ratepayers unprotected it a permanent ch~ r.ge is 
made through the rate case . 

Ad Hoc agrees wi t.h Public Counsel a nd t.urthc r 1rgues that 
ho lding r evenues s ubject to refund will not harn either Southern 
Bell or the Plan . Ad Hoc also argues tha t failure to subject 
revenues to refund will allow Southern Bell t o beneLit from lower 
capital costs through no efforts of its own at the expense ot its 
r atepayers . The arguments of DOD , FPTA, AARP, and the Ac o rney 
General eithe r adopt the a rguments of Public Counsel and Ad Hoc or 
are substantially the same . 

Whe n o,1e approved the Plan , we contemplated hu t it would 
r esult i~ increased earnings a nd efficiencies which would benefi t 
both stockholders and r a t epayers . \ve believe that the Compuny 
s hould be r ewarded for measures t aken t o incr ease ef f icienciez. 
Moreover, we are conce rned that manipula ion of the Plan nay render 
the e xperiment ineffective or meaningless . More spec1 11cully , we 
a r e concerned that holding revenues s ubject to r e fund m<l y des roy 
the very incentives that we wanted to engend~r. Such actio n may 
a lso send the wrong signals to the investment community . Before 
taking any action that will affect the Plan prior t o its duted 
termination , we baliove that there must be substan t ial 
justification. However , we also must balance these concerns 
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agains t our belief that Southern Bell should not be allowed to 
profit from declines in its equ i ty costs . Such benefits are no t 
due t o any efforts or efficiencies generated by the Company . 

Based o n the information before us, it appears tha t the mos t 
rea sonable measure of the decline in the cost of equi y c a pital is 
a comparison of the ROE recommendations of those witnesses in this 
proceeding that also testified in the 1988 proc eeding . In 
addition, it appears that the disposition of any amounts he l d 
sub ject to refund should be consistent with the s ha ring s truc ture 
of the ~lan . As noted above , the c omparison o1 the ROE 
recommenda tions yields a range of decline in the c os t o f equity 
capital of 50 to 115 basis points . As suming the maximum drop o f 
115 basis points , the sharing point \IOUld drop from 1 ~ to 12 . 85\ . 
Based on the Company ' s current achie ve d ROE o f 12 . 93 , 0 . 13\ o f 
Southern Bell ' s earn ings wo uld be he ld sub ject to further 
dispos ition; this is approximately $2 . 7 mil l ion . Mo r eove r, 
c onsistent with the structure o t the Plan, t he $2 . 7 million wo u l d 
be split 60/40 with the r atepa ye r s ; th1s ledves d maximum potent i~ l 

benefit to r a t e payers of a pp r o x1mately $ 1 . 62 m1llion . 

There are two concerns we1g h1ng aga1 nst ~UbJectlng money t o 
refund in this cas e. Fi r st u n<.i tor emost 1.- t.:hc imp 1ct. s uch a 
decis ion would have on future 1ncent1ve p lans . Ihe purpose of a n 
incenti~e plan is to e nc oura g e a compa ny t.o insti t.ute op e rat i ng 
efficiencies . In this c a se, Sou the rn Be l l has been encouraged t o 
institute efficiencies by allowing s ha r eholder 3 to ~~are i n the 
profits that result from greater oper a t ing e ft iciencies . A 
decision to place money subject t o r e fund wou ld c a use compan ies to 
be concerned that the Commiss i o n and o t.h e r in t eres t ed parties wi ll 
use shifts in the capital ma r ket t o c l aim all ot he sav i ngs f o r 
the ratepayers , thus nega ing any incentive to insLltu e 
e f f i c i e ncies . 

Additionally, s ubjecting mon:~s t o r e t und i n th is p r oceed ing 
\Jould s e nd t h e me s s age t o the i nves ting public ha o r ders o f th1s 
commi ssion could be changed for very little r eason . Th~ Commi ss1on 
o nly ve ry r ecently reviewed Southern Bell ' s Plan . As a r esult o f 
t ha t r eview , the Commission decided to cont i nue the Pl a n until t h e 
e nd of 1992 . The Commis sion believes that a r edsonabl e c xpec a ion 
e xists with investors tha t the Comm1ssi o n i nte nde d that the Pla n 
remain in effect as originally adopted unt il the s tate d e xp i ration 
date . A decision at this point t o place monic~ s ub ject to refund 
would produce a perc eption of increased regulatory ri s k tha t would 
negatively impact all companies regu lated by this Comm i ss i o n . 
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Hhile the Commission would not hesitate to take appropriate 
action in the e ve nt of a significant change in the cost of capital, 
the evidence presented in this case does not revea 1 such an 
extr aordinary c hange that would necessitate action of he nature 
cont emplated by the intervenors. On balance , the maximum potential 
benefit to the r a tepayers of $1 . 62 million is not sufficient to 
outweigh the potential harm to the entire incentive process . 
Therefore, we decline to require Southern Dell to set revenues 
subjec t to r~fund in this proceeding . 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that Souther~ 
Bell Telephone and Telegraph Company ' s Motion to Strike certa1n 
testimony is denied as set forth in the bo y ot this Order . It is 
further 

ORDERED that the approval of the Rate Stabilization Plan in 
Order No . 20162 did not contenplate that changes in the cost of 
equity capital would pronpt , change in the parameters of the Plan 
as set forth in the body ot this Order . It is fur her 

ORDERED that as a natter of _aw he CommlSSlon i~ not 
precluded from holding revenues s ubject to refund at er ~ hear1ng 
to establish an appropriate return on equity and pend1ng " la er 
revenue requirements ~ase as set forth in he body 01 t 1s Order . 
It is further 

ORDERED that no revenues shall be plac~d sub;ect to reiund as 
a result of this proceeding ~s set forth in he body o t his Order . 

By ORDER ot the Flor uJ,, Public Serv 1ce Co::1m1 ss 1on, his 1 -;:b 
day of ~. 12J.a . 

(SEAL) 
TH 

Reporting 
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NOTICE Of FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Comr.ission is requi r ed by Sec t ion 
12 0 . 59 (4), Florida Statutes, to notify parties of any 
admi ni s trative hearing or judicial review of Commission order s that 
is available unde r Sections 120 . 57 or 120 . 68 , Florida S t atutes , as 
well as the procedures and time l imits that apply . This notice 
should not be construed to mean all reques ts for an admi n istrative 
hearing o r judicial review will be granted or r esul t i n the relief 
sought. 

Any party adversely aifected by the Cornmi~sion ' s final action 
in this matter may r equest : 1) reconsideration of the decision by 
filing a motion for reconsiderat1on with the Director , Division of 
Records a nd Reporting Wlthln fifteen (15) days ot the 1~suancc of 
this order i n the torr.t prescr1bed by Rule 25 - 22 . 060 , florida 
Administrative Code ; or 2) JUdiclal rev1ew by the Florida Supreme 
Court i n the case ot un electrlc , gas or telephone utility or the 
first District Court ot Appeal ln the case ot u water or sewer 
utility by filing a notice ot appeal with the D1rector, Division of 
Records and Reporting and til1ng a copy ot the notice ot dppeal and 
the filing fee W.lth the approprl.lte court . 1hls tlling must be 
completed within thirty (JO) duy~ utter th~ l~~udn~c ol this order, 
pursuant to Rule 9 . 110 , Florid~ Rules ol Appelluce Procedure . The 
notice of appeal must. be 1n the torm cpecitH:d in Hulc 9 . 90u (a) , 
Florida Rul~s of Appell.ltc P-ocedure . 
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