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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In r e: Promotional tiling to temporar i l y) DOCKET NO. 900 138-TL 
wa1ve 50\ o f the no nr ecurring crarges ) 
for WatchAl e r t Installallon by UNITED ) ORDER NO. 22802 
TELEPHONE COMPANY OF FLORIDA (T-90 - 036 ) 
filed 1-03-90). ) ISSUED· L.-1 1-90 

) 

The following Commi ss i o ne r s participated 
d1sposi~ion of th is matter : 

MICHAEL McK. WILSON, Cha1rman 
THOH.AS r-1 . BEARD 

BETTY EASLEY 
GERALD L. GUNTER 
JOHN T. HERNDON 

FINAL ORDER APPROVING TARIFF F I LING 

BY THE COMMISSION : 

i n he 

WatchAlert Service (W a LchAlert ) is o fre~cd by United 
Telepho ne Company o f Florida (Uni ed or the Compa ny) to alarm 
and securit y compan1es wh tch perform private alarm security 
mont onng for res1dcntia l and business lue customers. 
Wa chAler pLovides for continuous transm isst ou o t signals 
w h i c h can 1 den l 1 f y a c h a n g e i n he s t a t us o [ a 1 a r m mo n i to ri n g 
sensors located o n a cl1ent ' s premi ses. wa• c hALcrL utilizes a 
scanner located in the serving central office and connec ed to 
that client ' s si ngle party e x cha nge access li ne. The scanner 
is used to cepe t 1vely poll a cus ome L-provided Subscribet 
Terminal Untt (STU), which is connec ted t o a l a r m or moni toring 
sensors. A change 1n t he s ta t u s of an alarm sensor is reco rdt·d 
in the STU . Whe n polled by the scanner , the change in status 
is transmttted thoug h the scanner t o two central ly locat~d 

message switches. These message switches then t r ansmit the 
change 1., status o f t he STU involved to the cl1ent ' s alarm 
agency v1a appropriate pr i vate l i ne or special access t y pe 
c hannels . 

Thc- Company repo r s tha watc hAlert competes i n t he alarm 
secuc1 y monttottng mar k et w i h vario u s t ypes o f mon1to r 1ng 
services. The primar y competl o r is customer prov1ded .J larm 
detection and rcport1ng equtpment known as digital 
communtcato r s , the most w1del y u sed form o f alarm signal 
transmission . Other competitors in this market include l o ng 
and sho rt -rJnge rad1 o and multiplex s cur1t y s~stems. 

DOCUMENT NU 1~:~-0ATE 

0315 4 APRll tggO 

·PSC-RECO~OS/REPORTmG 



004 

ORDER NO. 22802 
DOCKET NO. 900138-TL 
PAGE 2 

WatchAlert ~s 
!ntegraled Sy stems 
does not expect the 
future. 

v1ewed 
Digital 
serv1ce 

as a Lrans1tion al technology for 
Network (ISDN). However, United 

to be replaced by ISDN in the near 

At the cur rent time , demand for wa tchA le rt is qu 1 Le low. 
United reports Lhal there were 114 business customers and only 
14 residential customers for the se rv ice as of December 30, 
1989. Total revenues for Wa tchAlert were $ 1 , 372 during that 
month . This figure is in star k contrast to United's projec-ted 
demand of 4 , 650 clients for 1989, as forecasted by Un1ted's 
marketing dPpartment. 

This tatiff propo sal is United ' s iirst attempt to offer 
discount rales Lo potentia 1 clients. The company is propos1ng 
th1s Special Promotion discount in order to st1mulate demand. 
The demand for the .-.ervice '"'a"i only 128 clients in December, 
1989. Un1ted plans to use alarm agencies' assistance in 
promoting the service in conjunction with the Company's efforts. 

I 

United has submi teo , wilh 1ts filing , c0s ' data based on I 
ooginal clien demand assumptions. Since the actual demand 
has Call~n far short of the pro jected demand used in United ' s 
cost study, the actual recurring cosl per unit o f service is 
much greater than originally expected. When actual demand is 
considered, the actual recurring cost per unit far exceeds the 
recurnng rates offered for t he service . One way to quantify 
the impact o f the demand shortfall is to con s ider the cost per 
cl1enL in 1989 by dividing the recurring costs for that y ear by 
the number of clients . The company's annual recurring cost o f 
$235,364, dtvided evenly among its 128 customers, yields a 
revenue requirement of $1,838 per customer for 1989, o r $1 53 
per customer per month. Since the recurring rate charged by 

he company "'as onl y $ 9.00 per business customer per month and 
$6. 50 per residential c u stomet per month , it is quite evident 
that Watc hA1erl has been an extremely unprofitable venture for 

he Company. The general body of ratepa yers has thus abso rbed 
much of the cost o£ this service. However, the Company 
declares that the salvage value of t he equipmen t used for 
WatchAlert is very low and, therefore, a sunk cost to the 
Company. The prudent approach to improving the profitability 
of t he service does seem to be to stimula te demand rather than 
to encourage the Compan y to abandon t he service, assuming the 
se1v1ce has strong promotional possibilities. 

I 
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There appear to be two teasons why Un1 ed's WatchAlert 
offering may have strong promotional poss1bilit1es. The 
Company responded to our data requests that watchAl<H o ffers 
substantial benefits above and beyond those offered through 
other market offerings. Specifically, the pnmary advantage 
WatchAlert offers is enhanced security by providing line 
supervis1on and line integrity. Due to these securit y 
advantages, Underwriter's Laboratory nas approverl WatchAlert 
for improved insurance coverage, and United intends to use this 
fact in 1ts promotional campaign. Secondly, st r ong promotional 
possibillties may exist for United ' s WatchAlert based upon the 
marketing success ach1eved by Southern Bell for its WatchAlert 
Service. ~outhern Bell reports 5,440 business cl1ents and 
2,643 restdenttal cllents as of December 31, 1989, and most of 
these clients are located in Dade and Broward Counties. 'ihe 
popularity of the service in these locations Lndicates tha it 
may achieve market acceptance in other areas o f the state 
through eCfecLive promotional efforts. If the first promotion 
is successful. the Company plans to o ffe r a similar promotion 
1n the third quarter of 1990 or th~ second quarter of 1991 . 

We have also considered the impact of the promotion o n the 
genera 1 body of r atepayers . The Company· s proposa 1 to lower 
nonrecurring charges by 50\ •.111ould have the effect of reducing 
nonrecurting business charges from $5 5 .00 to $ 27 . 50 and 
reducing nonrecu rring residence charges from $40.00 to $20.00. 
The nonrecurring cost incurred by United is $ 31 . 40 for 
WatchAlert service, thus exceeding the proposed promotion 
period's nonrecurri ng bus1ness and resident1al charges for the 
service. As such, the general body of ratepayers would, at 
f i r s t g 1 an c e , a p pea r to be 1 i a b 1 e f o r the e xcess i v e cos t s o f 
he promo ion. However , it ha s been our pol1cy to allow 

nonrecurring costs to exceed nonrecurring rates for local 
exchange company s pecial promoti o ns. This is based on t.1e 
premise thal demand will be s timulated to such an extent that 
any losses s ustained by the discount wi 11 be recouped through 
increases in revenues resulting from increases in demand. 

Sine~" he Company has considerable sun.< investment in the 
dedica ed equipment required for this service, representing a 
cost no~ borne by the general body of ra tepayers, we believe an 
attempt ~ hould be made to recover these costs through an 
appropriate promotional offer ing. Therefore, we find it 
appropriate to grant a wa1ver of 50\ of the no nrecurring 
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charges for Wa tchAlert installation during a Spectal Promotton 
by Un1ted Telephone Company of Flonda to begin Apr1l 1, 1990, 
and to extend t hrough he close of business on May 25, 1990. 
However, lhe Company shall submit a marketing report to this 
Commission within 30 days following the end of this promotional 
period which would include the new business and residenlial 
demand level s for Watc hAlert, the revenues and expenses 
incurred during th1s promotional period, and a descnption oC 
all of the promotional efforts pu forth to improve 
WatchAlert's market accep ance. 

Based on the foregoing, it is, therefore, 

ORDERED that Unit~d Telephone Company of Florida's tariff 
f1ling for a promot1onal offerinq to temporanly waive 50\ of 
the nonrncurrtng charges for WatchAlert installatton for the 
pe!lod April l, 1990, hrough t1ay 25, 1990, is hereby approved 
as se for h in the body of this Order . It is further 

I 

ORDERED that United Telephone Company of Florida shall I 
submit a report within 30 days of the end of th;o3 promotional 
oftcnng as set forth in the body oC th1s Order . IL is further 

ORDFRED that this docket shall be closed. 

By OR )f..R 
this lith 

(SEAL) 

SFS 

of the Florida Public 
day or ____ ~ril _ 

Service Comm1ssion , 
1990 

cords and Report1r1g 

I 
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NOTICE OF fURTHeR PROCEED£ lGS OR JUDICIAL RcVIE~ 

The Florida Public Service CommlSS'On is required by 
Scctlon 120.59(4), Florida Statutes, to notify par 1es of any 
adm1n1sLra ive hear1nq or judicial review of Commlsston orders 
that 1s avatlable under Sections 120.57 o r 120.68, Florida 
Statu es, as well as lhc procedures and time limits that 
apply. This notice should not be construed to mean all 
requests for an admin1s ra ive heaong or JUdictal rev1ew will 
be granted or result in the relief sough 

Any party adversely affected by the Commiss1on's final 
actton in thts mater may request: 1) rccons1Jerat1on of the 
dec1sion by fil1ng a motion for reconstderatton with thL 
D1rector, Oivtsion of Records and Reporting w1thin (ifteen (15) 
days oC lhe issuance of this order in the form pcescrtbed b y 
Rule 25-2 ... 060, FloClda Administrative Code; or 2) Judicial 
review by the Florida Supreme Court 1n the case of an elcctnc, 
gas or telephonP. util1ty or the First Dtstrtct Cour ot Appeal 
in the case o( a wa er or sewer ut1lity by fil1nq a notice of 
appeal w1Lh the D1rcctor, Otvision of Recotds and Rc~orting and 
filing a copy of t.:he notice of appeal and the t dnq fee with 
the approprtatc cour . Thts filing mus be C(mpleled within 
t hirty (3U) days after th 1ssuance of his orde~, pursuant to 
RulP 9.110, Florida Rules o( Appellate Proct;;dure. The nolice 
of appeal mus be 1n the torm sp~c ifi~d 1n RuJ.c 9 . 900(a), 
Florida Rul's ot App'llate Ptocedure. 
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