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BEFORE THE FLORIDA PUBLIC SERVICE C011MISSION 

In re : Investigation i nto INDIANTOWN 
TELEPHONE SYSTEM, INC . ' S authorized 
return on equity and earnings 

DOCKET NO. 89123 5-TL 
ORDER NO. 23237 
ISSUED : 7- 23- 90 

The following Commissioners participated in the disposition of 
this matter: 

MICHAEL McK . WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L. GUNTER 

NOTICE OF PROPOSED AGENCX ACT~ 
A!!Q 

ORDER ACCEPTING PROPOSED RESOLUTION 

BY THE COMMISSION : 

NOTICE is hereby given by the Florida Publ ic Servi c e Commis
sion that the action discussed herein is prel i mi na ry in nature and 
will become final unless a person whose inte r ests are adversely 
affect e d files a petition for a formal proceeding, p 11r ::;uant to Rule 
25- 22 . 029 , Florida Adminis trative Code. 

Indiantown Te l ephone System, Inc. ' s (India ntown ' s or the 
Company ' s) last authorized return on equity (ROE) was seL i n Docket 
No. 74569-TL at 12 . 375% ± . 375\ . I n Docke t r.so . 8004 37 -TP, we 
a pproved a Stipulation to use a 14 . 5\ ROE f or purpos es of our 
s urveillance program, as r eflected i n Order No . 10 127 , i s sued July 
7 , 1981 . In the years following that approval, the re has been much 
unc ertainty about the effect of u sing a 14. 5\ ROE for the continu
i ng surveillance program . To capture any excess earnings , 
Indiantown ' s calendar year 1988 and 1989 earnings were c apped at 
14.5\ ROE by Order No . 21474 i n Docket No. 890179-TL. Although 
Indiantown ' s last authorized midpoint ROE is below the recent 
q uarterly report on equity cost rates , its ROE for the surveillance 
program is significantly higher than c urre n t conditions i ndicate 
would be appropriate and reasonable for this Co mpa ny . 

On October 20, 1989, we opened Doc ket No . 891235-TL to 
c o nsider Indiantown ' s ROE and earnings. At our Agenda Conference 
o n November 21 , 1989 , we considered a n offer s ubmitted by Indian
town on November 8, 1989, and November 20, 1989, for the purpose of 
resolving the issues i n this docket. By Order No . 22275 , issued 
December 7, 1989, we proposed accepting the Company ' s offer , with 
certain modifications. On December 26 , 1989 , Indic ntown f iled a 
Motion for Extension o f Time wherein it requested that it be 
granted an e x tension of time, until the clos e of bus iness on 
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January 4, 1990, to file its protest of Order No. 22275. On 
December 29, 1989, the Company filed its Protest to our Order. On 
January 17, 1990, AT&T Communications of the Southern States , Inc . 
(ATT-C) filed i ts Answer to I ndia ntown' s Protest. Subseque n t l y, on 
May 24 , 1990, Indiantown filed a proposal to resolve the issues in 
t his docket. 

Initially, we shall consider the matter of Indiantown's Motion 
for Extension of Time filed on December 26, 1989 . Indiantown 
asserted that such an extension of time to file a protest to Order 
No. 22275 was necessary because i t had j ust become aware of facts 
that would have a material effect on its earni ngs , after we had 
voted to issue our Orde r . l ndiantown further stat ed that in orde r 
to prepare its protest, i t wou ld be necessary to verify a signifi
cant amount of its access r evenues , as well as to i nvestigate a 
proposed change in its i ntraLATA busy hour mi nute o capacity 
(BHMOC) revenue by Southern Bell Telephone and Teleqraph Company 
(Southern Bell). No objections were filed to Indiantown' s Motion. 
Indiantown' s actual protest was subsequently filed on December 29, 
1989. In light of the complexity of the informat i o n needed by 
Indiantown to file a proper protest and in considera~ion of the 
fact that t he prot~st period for Order No . 22275 spanned a major 
holiday period, we find it appropriate to grant I ndiantown' s 
Motion, rendering i ts Protest to our proposed action t imely filed. 
Accordingly, we shall now consider the Company ' s proposal to 
resolve the issues in this docket . 

Indiantown has proposed a new authorized ROE of 12 . 9 \ + 1\ for 
all future regulatory purposes , including interim purposes. This 
proposed ROE is within the range we find to be a reasonable and 
appropriate ROE for this Company, based upon the most recent 
quarterly report on equity cost rates . Becaus e our acceptance of 
t his proposal would make a formal hearing unnecessary and, 
therefore , would save considerable expense, we find it appropriate 
to accept I ndiantown ' s proposal for a ne w uthorized ROE. We note 
that we have recently approved mid-point authorized returns on 
equity of 12 . 9\ for Florala Telephone Company, Gulf Telephone 
Company, Northeast Florida Tele phone Compa ny, Inc., Quincy 
Telephone Company, St . Joseph Telephone and Telegraph Company, and 
Southland Telephone Company, effective January 1, 1990 . Indian
town' s proposal is consistent with our prior actions regarding 
t hese other companies . 
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Indiantown ' s latest earnings surveillance report for the 
twelve months ending December 31, 1989 , indicates earnings above a 
12 . 9% ROE of $84,075. There have been three major changes in 
Indiantown ' s revenues which are not fully reflected in this 
surveil lance report: the elimination of Indiantown ' s interLATA and 
intraLATA subsidies; the elimination of its zone charges; and an 
$82,000 net reduction in its intraLATA BHMOC revenues. In Docket 
No. 820537-TP, we approved allowing Indiantown to forego interLATA 
and intraLATA subsidy receipts of $347,000 p e r year, effective 
September 1 , 1989. $231,333 of both interLATA and intraLATA 
subsidy revenues is included in the December 31, 1989, report, but 
will not be received by Indiantown in 1990. Along with the 
elimination of these subsidi~s, we also approved the elimination of 
zone charges of approximately $70,000 annua l ly, effective June 30, 
1989. Elimination of the zone charges will cause Indiantown's 1990 
earnings to decline an additional $35,000. Final ly , as the result 
of a new agreement with Southern Bell regarding the numbe r of BHMOC 

1 units ordered, Indiantown's . net intraLATA BHHOl. revenue will 
decline from $123,497 to $41,470, for a net reduction in revenue 
from this source of $82,027 . The total of these three revenue 
reductions which are not fully reflected in the Decembe r 31 , 1989, 
surveillance report is $348,360. Additionally, the Dece mber 31, 
1989, surveillance report also reflects $270,204 of intrastate non
recurring expenses . The combination of thes e reductions in 
revenues and expenses will bring Indiantown ' s earnings in excess of 
12.9% to approximately $5,900 or a 13 . 1\ ROE . This is well within 
the Company's proposed ROE range . 

Upon consideration, we propose accepting Indiantown's proposal 
as a reasonable and appropriate resolution of the issues in this 
docket. This action shall become final on the date following the 
date specified below, unless an appropriate petition protesting our 
proposed act~on is filed within the time period s pecif i ed below. 
This docket shall be closed following expiratio n of the protest 
period , if no proper protest has been filed to our proposed action 
within the time frames set forth below. 

Based o n the foregoing, it is 

ORDERED by the Florida Public Service Commissjon that 
Indiantown Telephone System, Inc.'s Motion for Extension of Time 
filed on December 26, 1989, shall be granted for t he reasons set 
forth herein. It is further I 
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ORDERED that Indiantown Telephone Syst em, Inc. ' s proposal to 
establish a new authorized return on equity of 12.9% ± 1% for all 
future purposes is here by accepted as set forth in the body of this 
Order . It is further 

ORDERED that this Order s hall become final on the date 
fol lowing the date s pecified below, unless a proper petition 
protesting our proposed action is filed wi thin the t ime period 
specified below. It is further 

ORDERED that if no protest is filed within the time period 
specified be low, this docket shal l be closed by the c o nsummating 
order to be issued in this doc ket . 

By ORDER o f the Florida Public Service Commission, this 
23rd day of Jul 1990 

( SE A L) 

ABG 

NOTICE Of FUBTHER PROCEEDINGS OR JUQICIAL REVIEW 

The Florida Public Service Commission i s r equired by Section 
120 . 59(4), Florida Statutes , t o notify pa rties of any administra
tive hearing or judicial revie w of Commission orders t hat is 
available under Sections 120.57 or 120 . 68 , Florida itatut~s , as 
wel l as the procedures and time limits that apply . This no tice 
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should not be construed to mean all requests for an administrative 
hearing or j udicial review will be graneed or result in the relief 
sought . 

The action proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 25-
22.029 , Florida Administrative Code. Any person whose substantial 
interests are affected by the action proposed by this order may 
file a petition for a formal proceeding, as provided by Rule 25-
22.029(4), Florida Administrative Code, in the form provided by 
Rule 25-22.036(7)(a) and (f), Florida Administrative Code. This 
petition must be received by the Director, Division of Records and 
Reporting at h is office at 101 East Gaines Street , Tallahassee, 
Florida 32399-0870, by the close of business o n August 13 . 1990 

In the absence of such a petition, this order sna l l become 
effective on the day subsequent to the above date as provided by 
Rule 25-22.029(6) , Florida Administrative Code, and as r eflected in 
a s ubsequent order. 

Any objection or protest filed in this docket b C' forc the 
issuance date of this order is considered aba ndoned unless it 
satisfies the foregoing conditions and is r e ne wed within the 
specified protest period. 

If this order becomes final and effective on the date 
described above, any party adversely affected may request judicial 
review by the Florida Supreme Court in the case o f an electric, gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water or sewer utility by filing a notice of appeal 
with the Director, Division of Records and Reporting and filing a 
copy of the notice of appeal and the filing fee with the appropri
ate court . This filing must be completed with~n thirty (30) days 
of the effective date of this order, pursuant to Rule 9 . 110, 
Florida Rules of Appellate Procedure. The notice of appeal must be 
in the form specified in Rule 9 . 900(a), Florida Rules of Appellate 
Procedure. 
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