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Economic Regulation Director 
External Affairs Director 
Court Reporter 
Staff Contact - Chris Moore 

Deputy Executive DirectodEXA 
General Counsel Director 
Auditing & Safety Director 
Comm. Clerk & ADM Services 
Competitive Markets/Enforcement 

Public Information Officer 3 Consumer Affairs Director 

To: Commissioner Deason 
Cornmissioner Jaber 
Commissioner Bradley 
Commissioner Davidson 
Executive Director 

From: Office of Chairman Braulio Baez 

Docket Number: 040436-TP 

Docket Title: Proposed amendment of Rule 25-4 01 61, F.A C., Regulatory Assessment Fees; Telecommunications Companies. 

1 .  Schedule Information 
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- Prehearing 
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Reason for Revision: A. New Assignment 1. Unavailability 2. Good Cause 3. Recused 4. Disqualified 5. See Remarks 

I Comrnissioner Workshop - Costs of Regulating Telecommunications Companies I 

PSCYJBE 8 (01/2002) CCS Form Number: 040436-TP-00001-001 
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Mat i I d a Sanders 
I 

Fkom: 
Sent: 
10 : 
Subject: 

Mary Diskerud 
Thursday, May 13, 12004 9:19 AM 
CCA - Orders / Notices 
Order / Notice Submitted 

Date and Time: 

Flename I Path: Notice25-4-0161 .ctm.doc 

511 3/2004 9: 18:OO AM 
Docket Number: 040436-TP 

copied to GCorders 

1 
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FTOm: 
Sent: 
To : 
CC: 

Subject: 

CCA Official Document. . . 
Kay Flynn 

7/8/204)4 

---- _. - 
I 

Kay Flynn 
Thursday, July 08, :2004 4:43 PM 
Dale Mailhot 
Beth Salak; Chuck Hill; Chris Moore; Mary 13ane; Marcia Sharma; Rose Thompson; Blanca 
Bay0 
RE: 

Thanks. 

E3ased on this information, we'll pull the placeholder for Docket 040436 from the 7/20 agenda now, and 
expect to receive a "request for change" from Chris Friday morning. 

Kay 

- - - - -0r ig i na I Message----- 
From: Dale lP4ailhot 
Sent: Thursday, July 08, 2004 4:37 PM 
To: Kay Flyrin 
Cc: Beth Sa~lak; Chuck Hill; Chris Moore; Mary Bane; Marcia Sharma 
S u bj ect : 

We do not plan to file the recommendation in Docket No. 040436-TP tomorrow. Chris will provide you 
with an offidial deferral form. 

1 



IMatilda Sanders 

IFrom: 
!Sent: 

:Subject: 
'To: 

Mary Diskerud 
Monday, July 26, 2004 358 PM 
CCA - Orders / Notices 
Order / Notice Submitted 

3 

Date and Time: 
Docket Number: 040436-TP/Undoc keted 
Filename I Piath: 040436-TPnotice.ctm .doc 

7/26/2004 3:56:00 PM 

Copied to gcorders. Distribution is Telephone (TL), (TI), (TC), (TS), (TX), (TA) 

1 



CCA Official Document. . . 8/11/2004 1:23 PM 1:23 PM 

From: 
Sent: 
7'0 : 
c:c: 
Su bject: 

Chris Moore 
Wednesday, August 11,2004 12:10 PM 
Cayce Hinton; JoArin Chase; Katrina Tew; Larry Harris; Manuel Arisso; Kay Flynn 
Betty Ashby 
Agenda for 8/18 Workshop 

i!5-4-0161 AGE 
A3.ctm.doc (29 

cissessment fees and evaluation of  methods for reducing and/or recovering costs of  regulation. 
Here is the agenda for next Wednesday's workshop on telecommunications company regulatory 

1 



FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 040436-TP - PROPOSED AMENDMENT OF RULE NO. 25-4.0161, F.A.C., 
REGULATORY ASSESSMENT FEES; TE1,ECOMMUNICATIONS COMPANIES 

UNDOCKETED EVALUATION OF METHODS FOR REDUCING AND/OR 
RBCOVERING COSTS OF IWGULATING TELECOMMUNICATIONS COMPANIES 

COMMISSION WORKSHOP 

ROOM 148, BETTY EASLEY CONFIEFENCE CENTER 

AUGUST 18,2004; 9:30 A.M. 

AGENDA 

1. Staff Introductory Remarks 

2. Company Presentations 

A. Changes to Commission Rules to Reduce Cost of Regulation 

B. Changes to Commission Procedures to Reduce Cost of Regulation 

C. Steps Telecommunicatioins Companies Can Take to Reduce the Cost of Regulation 

Discussion on Recovery of Costs of Regulation 

A. Change in Regulatory Assessment Fee Rate 

B. Additional Methods of Cost Recovery 

C. Needed Statutory Changes? 

3. 

4. Closing Remarks 



, --- 

State of Florida 

p&Iks* a&& 
-M-E-M -0-R-A-N-D-U-M- 

DATE: 

TO: 

FROM: 

RE: 

Augus t  26, 2004 

Blanca S. Bayo, Di rector ,  Div is ion of the Commission Clerk and 
Admin i s t ra t i ve  Services 
Jane FaurOt, Chief, Of f i ce  of Hear ing Reporter Services, Div is ion 
of the Commission Clerk and Admin i s t ra t i ve  Services 
DOCKET NO. 040436,-TP & UNDOCKETIED, WORKSHOP HELD 08/18/04. 

RE: PROPOSED AMENDMEiNT OF Rule 25-4.0161, F.A.C., REGULATORY 
ASSESSMENT FEES; TE ILECOM MU N ICATlOlNS COMPANIES. 

EVALUATION OF METHODS FOR REDUCING AND/OR RECOVERING COSTS 
OF REG U LATl N G TE LECO M MU N I CAT1 0 NS CO M PAN I ES. 

DOCUMENT NO. 0931 5-04, 08-25-04 

The transcript for the above proceedings has been completed and is 
forwarded for placement in the docket file, including attachments. 

Please note that Staff distribution of this transcript was made to: 

LEG,AL, CMP 

f!&& 
J F/rl m 

PSCKCA028-C (Rev1 0/011 
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Kiirnberley Pena 

To : Chris Moore 

Suibject: RE: Docket No. 040436TP--Proposed Flule Amendment Increasing Regulatory assessment Fees; Rule No. 25- 
4.016’1, F.A.C. 

Fronn: Chris Moore 
Sent: Wednesday, September 29, 2004 9:38 AM 
To: I<imberley Pelria 
Subject: FW: Docket No. 040436TP--Proposed Rule Amendment Increasing Regulatory assessment Fees; Rule No. 25-4.0161, 
F.A.C. 

Kim, can you please add this person to the mailing llist for the above docket’? Thanks. 

---rill-- --.I_----- --- _̂ -I- -- - - - ~  ~ _ _ 1 ~ - _ _ _ 1 ~ - ~ ”  ~~- 
Fronn: Gene Adanis [mailto:gene@Penningtonlawfirm.com] 
Sent: Thursday, August 19, 2004 4:Ol PM 
To: Chris Moore 
Subject: Docket No. 040436TP--Proposed Rule Amendment Increasing Regulatory assessment Fees; Rule No. 25-4.0161, F.A.C. 

Chris-Please add me to the list of those receiving notices and mailings on this rulemaking docket. You can use my email for the 
notices. It was great seeing you and I look forward to working with you. Thank you. Call or email if questions. I have also listed 
my cell number fo’r your use. Thanks again. Gene. 

Cell 850-933-62212, 

Howard E. (Gene) Adams 
Pennmgton. Moore, Wilkmson, Bell & Dunbar, P.A. 
Attorneys at Law 
215 South Monroe Street, 2nd Floor (32301) 
P 0 Box 10095 
Tallahassee, Flonda 32302-2095 
Phone: 8501222-3533 
Fax: 8501222-2126 
gene@pgnningtonlaw.com 

aw .co171 
I 

ed tor the named recipient(s) only ancl may contain information that is proprietary privileged, confidential, or otherwise legally exempt from disclosure If 
you are not thc nained <addressee, you are not authorized to read, print, retain, copy, or disscminate this mcssage or any part of it Nothing in this email is intended to 
constitute a wrliver ot any privilege or the cOnfideiltidlity of this message I: you have received this eniail in error, please notify the sender immediately and delete this 
incsssge Thank you 

912 9112004 
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CCA Official Filing 
:10/8/2004 3:18 PM******** *********** * *MatiIda Sanders*** I 

IVI a t i Id a Sa 11 de rs c 9 - 12.':.'lie 
From: 
!Sent: 

Subject: 
-To: 

Mary Diskerud 
Friday, October 08, 2004 3:18 PM 
CCA - Orders / Notices 
Order / Notice Submitted 

!r 
Date and Time: 

Filename / Path: 040436 Rulemakin1g.ctm.doc 

10/8/2004 3:18:00 IPM 
Docket N u m her: 040436-TP 

Copied to gcorders. 
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State of Florida 

g3i&IUS&* a- 
-M-E-M-0-R-A-N-D-U-M- 

DATE: October 13, 2004 

TO: Blanca S. Bayo, Dirlector, Division of the Commission Clerk and 

FROM: Jane FaurOt, Chief, Office of Hearing Reporter Services, Division 
Administrative Services 

of the Commission Clerk and Administrative Services 
RE: DOCKET NO. 040436-TP, AGENDA HELD 10-05-04. 

RE: PROPOSED AMENDMENT OF RULE 2!54.0161, F.A.C., REGULATORY 
ASSESSMENT FEES; TEL.ECOMMUNIICATIOI\S COMPANIES 

DOCIJMENT NO.: 10999-04, 10/12/04 

The transcript for the above proceedings has been completed and is 
forwarded for placement in the docket file, including attachments. 

Please note that Staff distribution of this transcript was made to: 

LEGAL, CMP 

Acknowledged BY: 

J F/rl m 



CCA Official Filing 
:,1/30/2004 7:33 AM******** *********** * * Matilda Sanders* * * I 

Mati Ida Sanders J17s’- 6f  
From: 
!Sent: 

!Subject: 
iro: 

Wanda Terrell 
Monday, Novembei: 29,2004 3:02 PM 
CCA - Orders / Notices 
Order I Notice Submitted 

13 

Date and Time: 

Filename I Path: 

11/29/2004 2:57:00 PM 

i:\4.O161 Order Adopt.ctm.doc 
Docket Number: 040436-TP 

Notice of Adoption of Rule has been copied to (;Corders. Order must be issued within 48 hours. 
Number of Pages: 13 
Attorney: Chris Moore 



BEFORE THE PUBLIC SERVICE COMMISSION 

In re. Proposed amendment of Rule 
F.A.C., Regulatory QRDER NO. PSC-04-1175-FOF-TP 

DOCKE,T NO. 040436-TP 

Telecommunications Companies. ISSUED: November 30,2004 -- 

The following Commissioners participated in the disposition of this matter: 

BRAULIO L. BAEZ, Chairman 
J. TERRY DEASON 

LILAA. JABER 
RUDOLPH "RUDY" BRADLEY 

CHARLES M. DAVIDSON 

NOTICE OF ADOPTION OF RULE 

BY THE COMMISSION: 

NOTICE is hereby given that the Florida Public Service Commission, pursuant to Section 
120.54, Florida Statutes, has adopted without change the amendments to Rule 25-4.0161, Florida 
Administral ive Code, relating to regulatory assessment fees for telecommunications companies. 
The rule as amended was filed with the Department of State on November 17, 2004, and will be 
effective December 7, 2004; however, the new regulatory assessment fee rate is not applicable to 
revenues received by the company until January 1, 2005. A copy of the rule as filed with the 
Department is attached to this Notice. 

A notice of rule development to amend Rule 25-4.0161, Florida Administrative Code, 
was issued in May 2004. Our staff conducted a rule development workshop on June 8,2004, and 
on August 18, 2004, a workshop for Commissioners wi%S held. Representatives of BellSouth, 
Verizon, Sprint, AT&T, GT Com, Alltel Communications, TDS Telecom, Florida Competitive 
Carriers Association, and the Florida Telecommunications Industry Association (FTIA) 
participated in or attended one or both of the workshops. 

We voted to propose rule amendments at our agenda conference on October 5, 2004. A 
Notice of Rulemaking was published in the October 15, 2004, edition of the Florida 
Adni inistrative Weekly. No requests for hearing or comments were filed following publication 
of the Notice of Rulemaking. 

I. REGULATORY ASSESSMENT FEE RATE 

Sections 350.1 13 and 364.336, Florida Statutes, require regulated companies under the 
Conimission's jurisdiction to pay fees to the Commission based upon their gross operating 
revenues. Section 350.1 13(3) further requires that such regulatory assessment fees (RAF) shall, 
to the extent practicable, be related to the cost of regulation. The maximum rate authorized by 
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statute for telecommunications companies is .25 percent of the companies’ gross operating 
revenues derived from intrastate business. 8 364.336, Fla. Stat. (2003). Rule 25-4.0161, Florida 
Administrative Code, currently sets the RAF rate at .15 percent of the companies’ gross 
operating revenues derived from intrastate business. 

Based upon the most recent projection of costs for Fiscal Year 2005-2006, RAFs 
collected from the telecommunications industry at the current rate are expected to be at least $3.1 
million less than the cost of regulating the industry. A number of diverse factors have converged 
to create the current deficit and the need for us to consider increasing the RAF rate. Those 
factors are both external and internal. External factors include changes in state and federal law, 
resulting structural changes to the industry, a Floridis Supreme Court decision excluding 
directory advertising revenues from RAFs, a decline in telephone company intrastate revenues 
subject to the fee, and changes in the overall state budget process. Internally, the way we 
allocate employees’ work time has been changed to more accurately reflect work time spent on 
the different industries. The following discussion details these factors, describes efforts to 
control costs, and provides the calculation of costs and the required RAF rate. 

A. Industry and Workload Changes Due to Statutory Revisions 

Due to the changes in Florida Statutes in 1995 and the federal law in 1996 that were 
made in order to open the local telecommunications market to competition, the structure of the 
telecommunications industry has changed. Our workload has also changed dramatically. Prior 
to 15195, the 14 local exchange companies were rate base regulated and were subject to earnings 
reviews and occasional rate cases. Based on the statutory changes, we eliminated all of our rules 
and regulations dealing with earnirtgs regulation for the price-capped companies and no longer 
required earnings sunreillance, depreciation studies, or other rate of return reports. However, 
with the new statutory requirements came new responsibilities related to facilitating the 
development of competition in the local exchange market. 

As of the end of May 2004, there were 10 incumbent local exchange companies (ILECs) 
and 401 competitive local exchange companies (CLECs) certificated in Florida. In addition, 
there were 470 pay telephone service (PATS) providers, 42 alternative access vendors (AAVs) 
and 31 shared tenant service (SITS) providers certificated as well as 686 interexchange 
companies (IXCs) registered in Floirida. 

While continuing traditional retail regulatory responsibilities such as tariff reviews, 
consumer complaints, and quality of service, we have been charged with wholesale 
responsibilities as well. On tht: wholesale side, we are responsible for interconnection 
agreements: petitions requesting arbitrations; adoption of agreements; and complaints about 
rates;, terms, and conditions in current agreements. As market participants become more 
sophisticated and proficient, issues are becoming more complex, technical and specific, and thus 
more time consuming. We also deal with the complex issues involved with setting unbundled 
network rates, collocation terms and conditions, and banriers to competition. Numbering issues 
also arise as area code relief and number portability are needed due to increased demand for 
telephone numbers and to enhance (competition. 
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As the work of the Commission has evolved to reflect an emerging competitive 
telecommunications environment, the workload has not diminished. To the contrary, consumer 
complaints for this industry have increased from an annual total of 12,592 on June 30, 2000, to 
20,233 as of June 30, 2004. While parties are always encouraged to negotiate issues and resolve 
them without our intervention, complex issues are still litigated before us, and many are appealed 
to the courts. During the foreseeable fbture, workload appears to be heavy for the 
telecommunications industry due in part to issues surrounding the Triennial Review Order 
(TRO), the Federal Communications Commission’s (FCC) unbundling rules, and pending court 
challenges. Moreover, workload associated with arbitrations and complaints is greater now than 
in the past several years and we believe this workload may increase as agreements expire and 
TRO issues arise. In addition, we do not know what role the states will play in the final rules 
that will be promulgated by the FCC. Traditionally, there has been a significant role for the 
states during implementation of FCC rules. 

Over the next several years, we envision the continued evolution of the 
telecommunications market and the exertion of continued pressures on wireline carriers from 
other technologies such as wireless, voice-over-internet (VOIP), and cable. We will still have 
responsibility for areas such as arbitrations, area codehumbering relief, consumer education, 
resolving customer complaints, setting wholesale rates and terms, and preventing anticompetitive 
pricing. However, we anticipate that in the fbture (3-5 years), we could experience a reduction 
in telecommunications workload. !State law establishing a timetable for intrastate access charge 
reductions also includes triggers for certain reductions in regulatory requirements relating to 
tariffs and service quality. Consistent with the foregoing discussion, we direct our staff to 
conduct an annual assessment of the relationship between RAF revenues and regulatory costs 
associated with the telecommunication industries. In addition, staff will meet with industry 
representatives in two years and evaluate whether an adjustment is necessary. 

B. Factors Affecting RAF Collections and Regulatory Costs Assigned to Telecommunications 

During the 5-year period from Fiscal Year 2000-2001 through 2005-2006, 
telecommunications RAF revenue ILS expected to decline by over $2.5 million. This decline has 
two primary causes. First, in February 2002, the Florida Supreme Court ruled that directory 
advertising revenue billed and collected by the local exchange companies (LECs), but booked by 
the companies’ directory affiliates, could not be imputed to the LECs for RAF purposes. 
Verizon Florida, Inc. v. Jacobs, 810 So. 2d 906 (Fla. 2002). This decision resulted in a loss of 
$1.5 million in annual RAF revenues--revenues that prior to that decision allowed this 
Commission to cover the cost of continuing regulatory ihnctions and workload associated with 
the transition to a competitive market. Second, the revenues of the companies have declined due 
to changes in the telecommunications industry, including a loss of business to other providers 
such as cellular companies that do not currently pay RAFs. Annual RAF revenues have declined 
by over $1 .0 million due to this decline in the companies’ revenues. 

In addition, in recent years, legislation resulting in liquidation of our trust fund reserves 
and loss of interest earned on the trust fund balance have made it more difficult, if not 
impossible, for us to absorb fluctuations in RAF collections. In the past, we were able to delay 
increases in the RAF because of the trust fund reserve. 
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Finally, we changed our cost allocations beginn.ing July 1, 2003, to more accurately 
reflect the amount of time being spent by Commission. employees in the regulation of each 
industry. The change in recording of employee work time was partially in response to a finding 
by the Auditor General: 

Finding No. 3: Improvements in accounting for employee work 
time would promote: a more equitable distribution of regulatory 
costs to the industries or sub-industries. 

(Auditor General Report No. 2004-03 1 : Public Service Commission Regulatory Assessment Fee 
and (Other Matters - Operational Audit August 2003.) The report noted that the Division of 
Consumer Affairs was significantly under-allocating its time to telecommunications. Since then, 
changes have been made to time reporting by Consumer .Affairs to more accurately capture time 
worked. As a result of more accurate allocation of time: worked, the total amount of time and 
Commission costs being allocated to telecommunications increased from 39.9 percent in Fiscal 
Year 2002-2003 to a projected 43.11 percent for Fiscal Year 2005-2006. This resulted in an 
additional $.8 million in costs being allocated to the telecommunications industry. 

C. Internal Efforts to Control Costs 

During the 7-year period from Fiscal Year 1998-1999 through 2005-2006, the 
Commission’s expenses will have actually decreased by 1.3 percent. In comparison, inflation 
has been 14.6 percent over this same time frame. In Fiscal Year 1994-1995, the number of 
Commission employees per million Florida residents was 28.5. For projected Fiscal Year 2005- 
2006, this figure declines to 18.81. The number of Commission employees also compares 
favorably to other states. We are the eleventh lowest in terms of employees per access line and 
twelfth lowest in terms of employees per million residents. 

Eighty percent of our operating budget consists of salaries and benefits. Another 13 
percent is directly related to employees and represents costs such as rent, telephone, and 
computer expenses. Additional amounts over which we have little or no control include 
insurance and human resources management outsourcing costs. 

Over the past several years we have streamlined our processes, eliminated inefficiencies, 
and, as a result, reduced the number of staff. From Fiscal Year 2000-2001 through Fiscal Year 
2004-2005, we have reduced staffing by 37.5 Full-Time Equivalent positions (FTEs) which is 
mort: than a nine percent reduction in staff. For Fiscal Year 2004-2005, we reduced our staff by 
18 F‘TEs with the aim of reducing costs, improving efficiency and achieving fiscal balance. To 
further reduce costs this fiscal year, we are holding positions vacant in areas where workload has 
been or will be reduced. At our September 13, 2004, Internal Affairs meeting, we approved a 
Fiscal Year 2005-2006 budget request proposing a further reduction of 20.5 FTEs for a total 
decrease of 58 positions or 14.5 percent since Fiscal Year 2000-2001. 

In future years, Commission staff will continut: to identify and propose revisions to 
regulatory functions and staffing consistent with our statutory responsibilities in all industries. In 
addition, cross-training of staff will1 continue to be an important tool for us to be able to meet 
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peak workload demands and will be key in transitioning staff away from functions being 
eliminated. Beyond staffing, Commission management pllans continued cost control efforts in all 
expense categories and continued evaluation and elimination of any nonessential items such as 
continuing to reduce office space expense. 

D. Calculation of Telecommunication Regulatory Costs that must be Funded 

The RAF rate for telecommunications companies was last changed effective January I, 
1991., when it was increased from .125 percent to .15 percent of gross intrastate operating 
revenues. ‘The .15 percent rate was calculated based on projected telecommunications RAF 
reveiiues and Commission expenses. Using a similar method to calculate the rate here results in 
a RAF rate of .21 percent. Commission staff has projected that the amount of 
telecommunications revenue that is subject to RAF will decrease during the next fiscal year. The 
cost of regulating the telecommunications industry is based on our proposed Fiscal Year 2005- 
2006 budget. The projected iiimount of total Commission expenses to attribute to 
telecommunications companies is calculated by multiplying the projected total expenses by the 
percentage of Commission time slpent on telecommunications issues. The 43.1 1 percent of 
Commission time spent on telecornmunications is based on the actual results from the Time 
Direct system for the period April 2004 through June 2004. 

Projected total Commission expenses $26,198,784 

Telecommunications percentage x 43.1 1 percent 

Telecommunications cost $1 1,294,295 

E. Change ‘to RAF R a e  

Based on projections of revlenues and expenses for Fiscal Year 2005-2006, our staff has 
calculated that a RAF rate of .21 percent is necessary for telecommunications companies to 
cover the cost of regulating the industry. Staff recommended, however, that the RAF rate only 
be increased to .20 percent. We believe that through continued cost cutting efforts and the 
pursuit of alternative revenue sources discussed below, the remaining deficit for 
telecommunications that exists at the .20 percent RAF rate can be eliminated. 

Changing the rate to .20 percent is projected to increase the amount collected from 
telecommunications companies from $8.8 million to $11.7 million. Of the $11.7 million, we 
must pay 7.3 percent ($854,000) to the General Revenue Fund as a statutorily required service 
charge. $9 215.20 and 350.113(2), Fla. Stat. (2003). 

In conclusion, a number of factors both external and internal have converged, resulting in 
a budget deficit that is expected to continue unless some action is taken. Despite significant 
efforts--past, present and future--to streamline, to become more efficient and to cut costs, the 
deficit remains. We therefore xmend Rule 25-4.0161, F.A.C., to increase the regulatory 
assessment fee rate paid by telecommunications companies to .20 percent of gross operating 
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revenues derived from intrastate business. 
January 1,2005. 

The effective date of the increased rate will be 

11. ADIIITIONAL, MECHANISMS FOR REC0VER.Y OF REGULATORY COSTS 

At our August 18, 2004, workshop, industry representatives observed that the current 
funding mechanism may no longer be appropriate for recovering the regulatory costs associated 
with the telecommunications indus,try. Collection of RAFs based on company revenues dates 
back to a time when regulatory efforts focused on monopoly providers and most proceedings 
involved only one company. In a telecommunications industry that has been opened up to 
competition, Commission workload is no longer driven by a single company seeking rate relief, 
but rather by multi-company dockets addressing competitive issues. Our staff will work with 
industry representatives to study the cost causing factors in regulating the telecommunications 
industry and determine whether alternative funding mechanisms that are more related to cost 
causation can be developed. Based on this study, we can determine whether it is appropriate to 
restriicture the method of cost recovery to reflect the competitive dynamics of the industry. Staff 
will also explore with the companies the creation of incentives for companies to resolve their 
disputes by mediation. 

We have considered sevleral possible areas to implement fees and charges for 
Commission services as well as increasing existing minimum RAF payments and certification 
fees as a way to collect regulatory revenues without increasing the RAF rate itself. With 
statutory changes, we could increase the minimum RAF paid by small telecommunications 
companies to more closely reflect the cost of regulatory activity required by those companies. 
The current statutory minimum is !$50 for all telecommunications providers. If the minimum is 
increased to $100 for pay telephone providers, alternative access vendors (AAVs), and shared 
tenant service providers (STS), and to $1,000 for interexchange companies (IXCs) and 
competitive local exchange compainies (CLEO), our staff estimates that the change could result 
in an increase in revenues of $850,000, excluding any adjustments for repression. If as a result 
of the increase in the minimum payment, companies cancel their certificates or do not obtain 
certjficates, the increase in RAF revenue could be much less than $850,000. Some companies 
seek a certificate but never actually do business in Florida and an increased minimum may 
discourage them from doing so in the future, thus reducing the work associated with issuing 
certj ficates and in turn, our costs. In addition, a statutory change to increase the certification fee 
maximum from the current $250 to $500, based on the cost of processing a request for 
certjfication, could result in an additional $5,000 to $10,000 in annual revenue. Again, the 
increased fee could deter some corripanies from applying for a certificate in Florida. 

Any additional revenues thLat may result from the proposed statutory changes will take 
time to implement. If the proposed statutory changes are enacted, implementing rule changes 
will be required. Further, a monil.oring period of approximately one year will be necessary to 
determine the level of repression and the resulting impact on Commission revenues. 

We will pursue an amendment to section 364.335, Florida Statutes, to increase the 
application fee to an amount not to exceed $500 which will more accurately reflect the cost we 
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incur to process applications. We will also pursue an amendment to section 363.336, Florida 
Statutes, to authorize us to, by rule, assess a minimum regulatory assessment fee in an amount up 
to $1,000 with the authority to set different minimum fees depending on the type of service 
provided by the telecommunications company. 

Legislation authorizing us to adopt a rule imposing filing fees, however, requires further 
study to delermine whether and on what basis to set different fees, and to evaluate the potential 
impact on development of a competitive market. As, in the case of increasing certificate 
application fees, imposing fees for filing such matters as disputed interconnection agreements 
could influence the filing parties’ decision making process. While charging a filing fee may well 
reduce the number of petitions that are of questionable merit, input from all parties and careful 
consideration by this Commission vvill be needed prior to pursuing fees of this nature. 

111. EXTENSIONS OF TIME TO FILE RETURNS 

Rule 25-4.0161, F.A.C., governing extensions of time to file a regulatory assessment fee 
return, is also amended to codify the standards that are used to determine whether an extension 
shou Id be granted. Rather than requiring companies to include a statement of good cause for an 
extension, we are amending subsection (7)(a) to provide that an extension of 30 days will be 
granted if the company has applied for the extension within the time required (two weeks before 
the date the return is due) and the company does not have any unpaid regulatory assessment fees, 
penalties or interest due from a prior year. The form to be used to request an extension of time is 
amended accordingly. 

This docket is closed upon issuance of this notice. 

By OFDER of thle Florida Public Service Commission this 30th day of 
November, 2004. - 

*LA. &y 
LANCA S. BAYO, Director 

Division of the Commission Cxrk 
and Administrative Services 

( S E A L )  

CTM 
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Commissioner Charles M. Davidsori dissents, with comment, from the majority decision: 

I respectfully dissent from tlhe decision of the majority to adopt this amendment to Rule 
25-4.01 61, Florida Administrative Code, which increases the regulatory assessment fee rate to 
.20 percent of gross operating revenues derived from intrastate business. As we continue to 
trans; tion from the monopoly provision of telecommunications services to a more competitive 
environment, I believe this decision stands in direct contrast to the Legislature’s clear mandates 
to this Cornmission to “. . . protect consumers and provide for the development of fair and 
effective competition. . . .’” Section 364.01 (3), Florida Statutes. Ultimately, this amendment 
does neither. Instead, this amendment results in an administrative tax increase on the companies, 
which most assuredly will not “. . . encourage the introduction of new telecommunications 
service, encourage technological innovation, and encourage investment in telecommunications 
infrastructure.” Id. Furthermore, to the extent allowed by the market, this increase will be 
passed on to consumers in some hrm, which is counterintuitive in an era when competitive 
mark.et forces would, if otherwise left alone, force prices downward. 

The majority urges that changes in federal and state law, as well as reallocation of 
employee work time, necessitate this amendment. In particular, much emphasis is placed upon 
the complexity of issues raised by market players in this transitional market and the increased 
number of customer complaints over the past four years. I do not find this rationale persuasive. 
While it is true that certain Commission proceedings (e.g., arbitrations of wholesale 
interconnection agreements) have arisen from the advent of competition, there are many 
proceedings that are no longer conducted at the Commission due to the changes in state policy 
aimed at promoting competition in the telecommunications industry, as well as the fact that the 
industry has taken full advantage of the benefits of private arbitration to resolve many issues that 
would otherwise be addressed by the Commission. Thus, generally speaking, RAFs should be 
declining -- and the agency should be focused on decreasing, rather than increasing, our 
administrative taxation. 

The majority also argues that while workload is increasing, our RAF revenues have been 
declining, due largely to two factors: (1) the Florida Supreme Court’s decision in Verizon 
Florida, Inc. v. Jacob>; and (2) thie telecommunications companies’ loss of revenues to non- 
regulated providers, such as cellular companies. This argument fails on both points. First, the 
Supreme Court relied upon the plain-meaning of Section 364.336, Florida Statutes, in concluding 
that this Commission has no right to require a company to impute revenues from an unregulated 
affiliate, arid as aptly pointed out in the dissent to the Commission’s own Order, any prior 
authority to do so was negated upon Verizon’s election of price cap regulation in January 1996.’ 
Thus, under any reasonable intierpretation of the statute, the Commission should have 
immediately ceased imputing the directory revenues upon Verizon’s election of price regulation. 
It should have known not to rely on those revenues and should have adjusted its budget 
acccirdingl y. 

‘ See Verizon Florida, Inc. v. Jacobs, 810 ,So. 2d 906,908-909 (Fla. 2002), and Order No. PSC-01-0097-DS-TL, 
issued in Docket No. 001556-TL, on January 11,2001, at Dissent, pages 11-13. 
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As for the declining revenue of the companies, this is, if anything, only an indication that 
competition is working, particularly in unregulated sectors of the market. Gone are the days of 
rate of return regulation of telecorrimunications monopolies. As such, the notion of increasing 
the applicable administrative tax to support the function of this regulatory body truly ought to be 
anathema. 

The implications of a RAF irate increase on the companies in this transitional market and 
on the consumers of this state cannot be ignored. Meaningful cost-saving measures, 
reallocations of workload2, and other viable alternatives should be seriously and thoroughly 
considered before we increase the tax burden on the consumers and businesses of Florida. 
Increases in administrative taxes should be a last resort - only to be employed when we are 
certain that we cannot cut costs and/or increase efficiencies any further. Continuous application 
of cost-saving measures is a fundamental component of our fiduciary obligations to the 
consumers of this state. While I applaud the agency’s efforts heretofore to reduce regulatory 
expense in the telecommunications sector, the majority’s adoption of a 33% increase in the 
telec ommwiications R A F  rate suggests that further reduction is in order. 

Thus, for all the foregoing reasons, I dissent from this decision. 

The Commission is the beneficiary of a professional staff that is well paid. The agency’s workflow ebbs and 2 

flow!;. Other agencies do not have the luxury of readily increasing the fees paid by those subject to their 
jurisdictions. When the overall agency workload increases, the typical response is to increase individual workloads. 
One option that should not be overlooked is a reduction of staff permanently dedicated to telecom issues and a 
reallocation of work responsibilities amongst staff. 
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25-4.0161 Regulatory Asseissment Fees; Telecommunications Companies. 

(I)  As applicable and as provided in Sections 350.113, 364.02(13] and 364.336, 

Florida Statutes, each company shall remit a fee based upon its gross operating revenue as 

provided be:low. This fee shall be referred to as a regulatory assessment fee, and each company 

shall pay a regulatory assessment fee in the amount of 0.0020 B,BBM gross operating revenues 

derived from intrastate business. For the purpose of determining this fee, each 

telecommunications company shall1 deduct from gross operating revenues any amount paid to 

another telecommunications company for the use of any telecommunications network to provide 

service to its customers. Regardless of the gross operating revenue of a company, a minimum 

annual regulatory assessment fee of $50 shall be imposed. 

(2) Telecommunications; companies that owed gross regulatory assessment fees of 

$10,000 or more for the preceding calendar year shall pay the fee and remit the appropriate form 

twic'e a year. The regulatory assessment fee and appropriate form shall be filed no later than July 

30 fior the preceding period of January 1 through June 30, and no later than January 30 of the 

following year for the period of July 1 through December 31. Telecommunication companies 

that owed gross regulatory assessment fees of less than $10,000 for the preceding calendar year 

shall pay the fee and remit the appropriate form once a year. The regulatory assessment fee and 

appropriate form shall be filed no later than January 30 of the subsequent year for the current 

calendar year operations. 

(3) If the 'due date falls on a Saturday, Sunday, or legal holiday, the due date is 

extended to the next business da:y. If the fees are sent by registered mail, the date of the 

registration is the United States Postal Service's postmark date. If the fees are sent by certified 
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mail and the receipt is postmarked by a postal employee, the date on the receipt is the United 

States Postal Service’s postmark date. The postmarked certified mail receipt is evidence that the 

fees were delivered. Regulatory assessment fees are considered paid on the date they are post 

marked by the United States Postal Service or received and logged in by the Commission’s 

Division o:f the Commission Clerk and Administrative Services in Tallahassee. Fees are 

considered timely paid if properly addressed, with sufficient postage, and postmarked no later 

than the due date. 

(4) Commission Form PSC/CMP 25 {01/05), entitled “Local Exchange Company 

Regulatory Assessment Fee Return,” Form PSC/CMP 26 (0 1 /OS), entitled “Pay Telephone 

Service Provider Regulatory Assessment Fee Return”; Form PSC/CMP 34 {OllOS), entitled 

“Shared Tenant Service Provider Regulatory Assessment Fee Return”; Form PSC/CMP 153 

(0 l/iOs), entitled “Interexchange Company Regulatory Assessment Fee Return”; and Form 

PSCICMP 1 {O l/OS), entitled “Alttmative Access Vendor Regulatory Assessment Fee Return”; 

and Form PSC/CMP 7 (0 1/03, entitled “Competitive Local Exchange Company Regulatory 

Assessment Fee Return” are incorporated into this rule by reference and may be obtained from 

the Commission’s Division of the Commission Clerk and Administrative Services. 
7, 

( 5 )  Each telecommunications company shall have up to and including the due date in 

which to submit the applicable fomn and: 

(a) Remit the total amoiunt of its fee, or 

(b) Remit an amount which the company estimates is its full fee. 

(6) Where the company remits less than its full fee, the remainder of the full fee shall 

be due on or before th.e 30th day fiom the due date and shall, where the amount remitted was less 
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than 90 percent of the total regulatory assessment fee, include interest as provided by paragraph 

(8)(b~) of this rule. 

(7) A company may request from the Division of the Commission Clerk and 

Administrative Services a 30-day extension of its due date for payment of regulatory assessment 

fees or for filing its return form. 

(a) The request for extension must be submitted on Form PSC/CCA 124 (01/05) 

wLt.IHeff and will be granted if the company has applied for the extension within the time required 

in (b) below and the company does not have any unpaid regulatory assessment fees, penalties or 

-~ interest due from a prior year . Form PSC/CCA 124 

(0 1/05), entitled “Regulatory Assessment Fee Extension Request” is incorporated into this rule 

by reference and may be obtained from the Commission’s Division of the Commission Clerk and 

Adniinistra tive Services. 

(b) The request for extension must be received by the Division of the Commission 

Clerk and Administrative Services ,at least two weeks before the due date. 

(c) Where a telecommunications company receives an extension of its due date 

pursuant to1 this rule, the telecornrnunications company shall remit a charge in addition to the 

regulatory assessment fees, as set out in Section 350.1 13(5), Florida Statutes. 

(d) The return forms imay be obtained from the Commission’s Division of the 

Conimission Clerk and Adniinistradive Services. The failure of a telecommunications company 

to receive a return form shall not excuse the company from its obligation to timely 

remit the regulatory assessment fees. 
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(8) The delinquency of any amount due to the Commission from the 

telecommunications company pursuant to the provisions of Section 350.1 13, Florida Statutes, 

and this rule, begins with the first calendar day after any date established as the due date either 

by operation of this rulle or by an extension pursuant to this rule. 

(a) A penalty, as set out in Section 350.1 13, Florida Statutes, shall apply to any such 

delinquent amounts. 

(b) Interest at the rate of 12 percent per annum shall apply to any such delinquent 

amounts. 

Specific Authority 350.127(;!) FS. 

Law Implemented 3501.1 13, 364.336 FS. 

History-New 5-18-83, Formerly 25-4.161, Amended 10-19-86, 1-1-91, 12-29-91, 1-8-95, 12-26- 

95, 7-7-96, 11-1 1-99, 12-7-04. 
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