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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Joint Petition for ) 
approval ot territorial agreement) 
between Clay Electric ) 
Cooperati ve, Inc. and the City ) 
of Groen Cove Springs. ) _______________________________ ) 

DOCKET NO. 9 , 1106-EU 
ORDER NO. 25707 
ISSUED: 2/11 / 92 

The following Commissioners participated in the disposition of 
this matter: 

THOMAS M. BEARD , Chairman 
SUSAN F. CLARK 
J. TERRY DEASON 

BETTY EASLEY 
LUIS J. LAUREDO 

NOTICE Of PROPQSED AGENCY ACTION 

ORPER APPROVING TERRITORIAL AGREEMENT 

BY THE COMMISSION : 

NOTICE is hereby given by the Florida Public Service 
Commission that the action d iscussed herein is preliminary in 
nature and will become final unless a person whose interests are 
adversely affected tiles a petition for a forma l proceeding, 
pursuant to Rule 25-22.029, Florida Administrative Code . 

A joint petition for approval of a territorial agreement 
(agreement) between the City of Green Cove Springs (GCS), a 
municipal electric utility and Clay Electric Cooperative, Inc. 
(Clay) a rural electric cooperative was filed with this Commission 
on October 31, 1991 . After several inquiries by our staff to the 
parties about the intent of Section 2.4 and how it avoided 
unnecessary and uneconomic duplication of electric facili~ies , the 
parties revised Section 2.4. on December 30, 1991 (nmendment). 
This amendment modifies Section 2.4 and adds Section 1.12 entitled 
"Change In use••. 

The agreement as amended represents an attempt by the par~1es 
to prevent unreasonable and unnecessary duplication of electric 
facilities in the territory covered by the agreement. This 
agreement designates Clay's and GCS ' s service territories within 

I 

I 

Clay County. Except as provided tor in the agreement, neither 
party shall serve or offer to serve a customer whose end use I 
f acilities are located in the territorial areas of the other party. 

( 1 ~ o 2 f u 11 r::z 
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The agreement docs not contemplate the immediate transfer of 

any customers. According to Section 2.4 as amended, each utility 

will have the right and r sponsibility t o provide retail electric 

service to each of ita oxioting customers at any location now being 

served by that utility, until there is a Change in Use as defined 

in Section 1.12, at which time the customer will be served by the 

utility in whoso territory the customer lies. However in order to 

be consistent with other territorial agreements we have approved we 

arc providing in this Order that Section 1 . 12 will be construed to 

include in its definition of Chancre of Use Subsect ion 4 " that a 

change in uGe of rural property by reason of a change in ownership 

or occupancy thereof to any person other than a widow, widower, or 

divorced spouse of an xisting customer who rece i ves electric 

service at the same location." 

We also find that Section 2.3 should be amended to ensure our 

continued control ov r interim service to a new customer seeking 

service i n the othor utility's ter ritory. Therefore, we are 

requiring that the utilities file a revised provision stating that 

in instances where a now c ustomer seeks to be provided interim 

service that that sorvic will not be provided for more than one 

year unless prior approva l is received from this Commission. 

If approved, th agr c~ent will remain in effect for a period 

of twenty (20) yearo from the date of this Commission's initial 

order approving this agreement. The agreement may be ext e nded or 

terminated as provid d for by the agreement. 

The agreement do s not, and is not intended to prevent either 

party from providing bulk power supply to wholesale customers for 

resale wherever they may be located . 

Having reviewed tho joint petition and the agre mont and 

amendment, the Commiosion finds that it satisfies the provisions of 

Subsection 366.04(2) (d), Florida Statutes and Rule 25-6.04 10, 

Florida Adminiotrati vo Code. We also find that the agre>ement 

satisfies the intent of Subsection 366.04(5), Florida Statutes to 

avoid further uneconomic duplication of generation, transmission, 

a nd distribution facilities in the State . We, therefore, find that 

the agreement is in tho public interest and should be approved. 

In cons ideration of the foregoing, it is 

ORDERED by tho Florida Public Service Commission that the 

Joi nt Petition for Approv 1 of tho Territorial Agreement as amended 

between Clay Electric Cooperative, Inc. and the City of Green Cove 

Springs is granted as am nded and with the conditions set out in 

the body of this Order. It is further 
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ORDERED that the terri torial agreement is incor porated in this 
order as Appendix A. It is further 

ORDERED that the parties shall fi le an amendment to Section 
2.3 of the agreement consistent with the condit i on set out in the 
body of this Order . It is further 

ORDERED that t h is Order shall become final and the docket 
closed unless an appropriate petition for formal proceeding is 
received by the Division of Records and Reporting, 101 East Gaines 
Street, Tallahassee, Florida 32399-0870, by the close of business 
on the date indicated i n the Notice of Further Proceedings or 
Judicial Review. 

By ORDER of the Florida Public Service Commission, this 11th 
day of FEBRUARY 1992 

{SEAL) 

MRC:bmi 
911106. bmi 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL R~ 

The Florida Public Service Commission is required by Section 
120.59{4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120. 57 or 120.68, Florida Statutes, as 
well as the procedures and time limits that apply. This not ice 
should not be construed to mean all r e que sts for an administrative 
hearing or judicial r e view will be granted or result in the relief 
sought . 

I 

I 

The action proposed he rein is prel iminary in nature and wi ll I 
not become effective or final, except as provi ded by Rule 25-
22 . 029, Florida Administrati ve Code. Any person whose substantial 
interests are affected by the action proposed by this order may 
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file a petition tor 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) a nd (f), Florida Admi n istrative Code . This 

petition muat 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 on 

3 /3/92 

In the absence of such a pet i t ion, this order shall become 

effective on the day subsequent to · the above date as provided by 

Rule 25-2 2.029(6), Florida Admi n istrative Code. 

Any objection or protest filed in this docket before the 

issuance date of this order is considered abandoned unless it 

satisfies the foregoing conditions and i o renewed within the 

s pecified protes t period. 

If this order becomes final and effective on the date 

described above, a ny party adversely affected may request judicial 

review by the Florida Supreme Court in t h e case of an electric , gas 

or telephon ut i lity or by the First District Court of Appeal in 

the case of a water or wastewater utility by filing a notice of 

appeal with the Director, Division of Records and Reporting and 

filing a copy of the notice of appeal a nd the filing fee with the 

appropriate court. This filing must be completed within 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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Til r .. ACRI::t:MENT, aadt' ond n t.orcd int o t.h i::: 

d..,y ot -S"" ~~J1~~~~. l 'J_1}_, IJy nnd bl!t.f ccn 

CLAY EL.ECTRIC COOI'ERJ\TIV£, w e., an o l ct.ric coopcrauvc 

orqan1~ d o1nd lCJ.:Jllnq under t:ho l.lw!l o r tht- S t..at.C" of Plor 1do 

(h<>roin c.,llcd "COOl'ERJ\TlVE") and t.hc Ci ty o C Cr e n Cove Spn.nq:::, 

o Hunlcipnl Cov rnaent. orqoni~nd and cxict. l nq unde r t.hc lowe o C 

tho St.at.o ot Plond;s {h roin called the "CITY") : 

~ Q!L_jt 'l WIIH~f:AS . t.ho Coop rntivc by v i rLu o( f'Loddo 

Statutes, thapcor 415, and t.h Charter i~cucd to iL that und<>r, 

ic aut.hort.z d and napoworod t.o Curn1:1h l cct.ricity ~nd powrr to 

itc molll.berr;, priv,\Le Jndivu.!ulllC, corpora t ion-; • nd ot.hor:::, 3G 

dof1ncd by tho l,l\IG o ! f'lor1da, and pu r~\tanL to ~uch .lut.hority, 

prc~cnt.ly furnt~hcc c l nct.rici t.y .lnd power t.o acabc r c nnd 

cuo;t:omrrs in arcolr. o f ct. y Coun y, flori da ''nd c l cewhcrc ; and 

Si:.SCS:lOn 1,)_._') Wll£1t£AS, t.hn Clt.y, by virtue o ( the law:; of t-'lond,l, 

J.!: •\Ut.horiz d and c•powc • od t.o Lurnish c l cctri c iLy .1nd po•o~cr to 

pen~on:;, fin.:; nd cor pot.ltton•. tn t.h•• Count.y o f Clay, St<:~Lc of 

rlort.J<~, ond pu • :..u.lnL to .uch .wt.horit.y p rc:..nnt. ly rucnichcc 

cl<:ctrtcit.y ;:,nd po-.t·r lo cu~t.or•wrc an n r ..-.., .. or CloJy County, 

2 

I 

I 

I 
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SOCtlo,_Q_. ~ Wltl!tl::l\!i , tho r espective oH'eD~ of !lervtCC O{ Lhc 

p~ rt to~ h r~ ·o ilr~ co" 19 uo us ln • n ny plac~s ~n Cl~y County , wtth 

th~ r~sul that tn t h fu t ure dup llcat io, o( ac~ · cc f ncll t tte::: 

may occu r u,l u!l~ c uc h dup lic atto n i s precluded by a 7crL i t~ ~la l 

Aq ro<'IIU'n ; ..,nd 

sccqoo 0. 5 WIICR£AS , tho Pl orida Public Scrv i cc COt~.'li::::aon 

(he r ein c Alled Lho " COMMISSION"), h as prcviou~ly rccoqn i~cd t h a 

ony ~uch dupl ication oC service Caciliti~ aay r esul t i n needless 

a nd u nr;;t !ul olCpcnd i t urcs , any ctcntc ha zardous situa tio ns; boc..h 

boinq d o t.r ilacn tol to t h o public inter est : <tnd 

JGG.O~ ( 2 ) (d) , Ploridll S t ututcG , to <tpp rovc and cn(o ::-cc 

t rr1tor1a l agreements b e tween electr i c uti l i t i es , and na~ 

r ecoqnl :NJ h e u i-:doa o f ::;uc h agrc~·•cnts 'to avoid ~:nnccecs.1ry .:1 nc 

unocono~ 1 c e u p l lc Li o n oC e l e c t r i c focilJti c s , and c~&tly 

dispu trs ovc [' ! "'rvicc a r ea:; , and t..hnt s uc h agreements ere in the 

pub l ic 1 n cr~st: ~nd 

... ,.,~l.J..21LQ... 7 WIIEitt;As . t..ho p..trt i o:; he reto drn a r c t o avotd .1nd 

f' l HtUn.ltc t h e c ta cumGtnncc:; tha t e~ny qa vc ricn to thr .1!orc•.olid 

dup l aCi) tlouo , h •t7.lrd o , and c o :;tly c xpc,di t:u r cr. ,.Jnd to tn11t "nd 

J 
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Sf'C' l ~ on J!.....ll IIII!::REA!O. &n o rdc .. to .~cco•p l1ah .aJd arr.l <l ll oc.lt: i on 

t.ho p<lr ti('o; hnv(• d~luw t:n t bound.~r;y lln~>'• 10 port.1on:; of c1.1y 

rounly, h<-rc liM!t.cr r •fcrrcd. t.o .1 :. "Uound;u -y l.UICD " , .J nd·'!.. ~ ld 

t.h p<lrttcc in port.ton•. of Cl,ly County ; 

SCCt lOO 0.2 tlOW, THP.R£f'ORE, in Culf.ill•cnl.'o ( t.ho put:poaca .lOU 

d~~i rcs aCorcaa td , ~nd in con atdcra i on of the •ut.ual covenant~ 

a nd ,,qrccmcn 'l heroi n cont.;\ i n c d, whic h a hnll bo connt.rucd aa 

bc1n9 intcr dopond nt., t.h part.i ~ h··roto, aubjoc t. t:o ond upon t.ho 

t~rms ond conditio ne h e r in sec fort.h, do hereby aqrco aa 

f o l lows: 

I 

I 
~ .. _..... .. ~ 

I 
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AIC'I'l C I.C I 

~ .. 

"T rtJ.torlill Boundolry 1.1ne:;" :;hall .can bound.lry ll.no:> whlch 

dcl1n al~ he q oqr~phic ~roao on tho coun~y ~dp attached horoto 

a:> Exh1b1l "A" ilnd whJ.c h dllt'crontia~c a nd divide tho cooperative 

Torr1Loriol Ar•a troa tho CtLy T rrltorin l Ar n au Doro 

particularly doacri~d in hu l cqal d•acription attached hereto 

and marked Exh1bil MD". In Lhc vent o ( any uiccrcpancy botwc~n 

Exhlb1t "A" and £xhtbil "B". £xhibil "0" :;h.sll prav<tll. 

"COOi)On\tlV " T rntorlnl Ar n·. :>hall aran he qroqr pin e ar~3:: 

c.hown a:: Exhibit "A" ao ly lnq oul-:ldo Lh~> :;haded IU' C .S:. ond 

labeled "CoopcrnL1vo". 

t.xh1b1t "A" ,,., lyliHJ u1·.adr• llw •:holdcd .tr1•.1:.. and l.•bcll'd "C1ly" 
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''OI!.~rsbut t ora l. tn<-·· " :..h.lll •~.tn n il J inP:; Cor the fl o w of 

·· l o c trsc ••n,.rqy Q ( ••1l.IWI' pDrl.y havinq a rl'l tn<J up c.o but:. ~c 

1 nc I ucJlnq (>9 l..v. 

"l:xprcss DisC.rtbuC.ion f'ccdcr" -th o ll .,.an a lhrcc philc • J inc, 4t 

dtr, ributton volLMJc• , lhat tr<ln:;pot l.? pow r C.hrouqh Lh ol.hcr 

I .trLy ' S rr1tory but serves no load v sU11n s uc h Lcrrlc.ory. 

"Tron::;m1 :::.. ion 1,1nu:: " s h 31 l •c<'ln nll I in •c Cor the fl ow or 
~loc r1c onorqy ot c ilht t party h vinq a r&L nq oC G? kv or over. 

1, 7 Cu-; Ql'lf'r': - A-.; U!;c<J hcrt•l n, h O l 011 " C.J-:Lo::acr" Choll l 

r:oan .:1 c ue Loner or con s um••r o ( ci Lh r pArty. 

Custo:~cr::; " :;h.lll ~ac,tn 311 r C.ai l 

:..t•rv t c c LO Ct lhc>r tlw C1Ly or Coopcr.ll t V~ ,,tl~>t l:h~ c (C c Livo 

dol ~ O l lhl~ 1\CJU'('I'U'Ill. 

6 

I 

I 

I 
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C<!CC lVlOCJ !>C I V I CC 00 O C bi'{OCI' Lhc <'I lCCtlVC dOL • O( hi:>r ; 
• I 

Ol)r<'<•rnent. t rom c 1 Llwr fJ<•rLy. 

Sect 190 1 . 10 Annr- <'(j_LU.:••·t - M; u:.t d herein, the t.cra MJ\nncxcd 

Arc<l" :.holl acan any <lr o prc::.ont.ly located in Cloy•o t.crr1 odal 

.1r Q nod aub:;oqucnt.ly ilnnoxrd by <.\nd lOtO he Cit.y o( Creon COve 

spnngn. 

Scct;Aon 1. 11 End U:;r t"Jl~ · i"'l - A o u::od herein, Ulo tcna "End 

Usc Facil.lt.ic::o" tohall m~'un .1 qcoqr<~phlc loc<H.ion whee h e 

cloct.ric energy u:oud by a cu!.lOm r I•; ult.i~t.oly cona umod. 

7 
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ARTICU. 1 f 

rctntl ::ct-v1c:c <'H"NU; t or lh(.• ora h~r• ot; and the Ci y 

.J 

Tcrtltorial ArnaL, ac hrrr1n drf1ned, ~ro hereby ::oL aside o ch 

<.1Ly as it:to rot.ul ::••rvtct- arra:. lor r uch per1od. £xcopL :1s 

oth•' tvlUO ~pccl (J c:.Jiy ptovld d !or 1n Snc: ion 2.3, nci hor party 

&hall :;crvP or o!tur to :.ervf' a cur.tomc• who::~o end u ::c C<lcil !.ti o!# 

arc loc.ltcd in lh tl'l: a i on.tl arc;w ot he ochcr par y. 

anti thr t •spon·. 1 Ill ltl y t o pa ov 1 dt• re "11 c 1 Hc:Lr ic ~ a v 1cc to .sll 

New Cu roQrrr wtthtn thnit reurPcllVn crritorial .1rc.1u nxc~pt a~ 

rao<h ftt•d by Section L4 b<!lo11. ll«'ithor pnrty shall hereafter 

,,r, · locat~d 1n 1 h t• l rrtlor i.ll .,n•. o t Lht> rthcr porly nxrcpt on 

n 

I 

I 

I 
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Ttw part 1 c n•coqnl zc hot 

until co~c tlac in the tuture. Jn such an event, & party Q&y, tn 

tt:: disc~etion, n•qucst tho other p<ltty Lo provid corvico to tho 

new customer on an intcria b&jlC. Su~ request sha ll bo aado in 

wr1t1n9 and Lho other party :.ha ll pro~ptly not.l!y ho requc::.t tng 

p~rLy 11 1t should el ct, in i c diccroLi on, o decline t.hc 

r~quc~t. I! ~uch t~qun~ l 10 nccopt~d. tho purty prov1dlnq 

in ctl.m ccrv icc ch~ll. bo docmf'd to do c o only on bohal C ot th~> 

rcqut> s t1ng pilrt.y, who chAll rcaain cnttL i cd to serve he IIC\1 

Cu:.lOIIIo!C tO he Cllaf' CXl<>nl. dG {[ it hlld prOVldCd CCCVlC"C 1n the 

f1r:a instance. AL s uch Liao clG he 1 cqul'!.tJng patty elect;::; o 

bcq1n providi.nq service dtr ctly to tho lfcv Custo:acr, a!ter 

nM-;;on.tblo Vt"l.Ltcn not lCO to tho othor party, auch ot.her p3r y 

shull coa:::~ provadinq intcria cervtcc and , t.heroaf cr, :::crva c f' 

r.h.:all bl' (utnichcd lO the IICV Cu-!LOIIII'r i n ::lCCordanco Vllll 5<.-Cll.OII 

~ ·1 ,,nd 2.2 ubovc. 
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•llld t <'!;j')Oil:;lbiiH:y oC JH'"OV IdlnC) I C•")Jl ClC!Ctri.C crvicc to NlCh 

o t a·~ 0Y J 9L1~l co.Loae t $ or dny new cu~tomor~ ot ony loed t Jon 

no•.t l>P l llc') •,c• t vo•tl by 1 wht~lhcr or not t h e loc.iltlon uhcrf' r.uch 

cx1~t1n9 SQrv~cc 1s prov1dcd t G l ocated w1th1n or w1rhout the 

::or:-i oria l ilrc.a ot l>uch p.art.y . lt 1c intended by t !l i::; provis1on 

lholl cileh pan:y :~lMl l h a ve tho ru)h t. t o cont.inu'• Gcrv1ng ilny 

c,..:;t.i ng l ocation cotvod by it, irrN;p ct1vc ot the location o C 

cuch ccrv1CO , and, i trOGpoct.ivn or whc rhor tho c uctomcr !;orvod is 

o n cxicting cuo t.omct or ~ new cu~Looor. Hot. withct.ond 1ng t.hc 

Corcgoinq Lo he contraty, " c u cLOIIIOr l oc \ted in the ot.horc 

territory thd t di·.conLHIUCG c l ocLrlC £,orv1 ce for o n end o no-h.:l( 

(J l/2 ) yea r s o r lon9cr sha ll t h t oatt.cr bo the Cu9Logc:- oC tho 

~S i o~ llt•I..!LC.2!!!'0.lll?!tl...t..J.qr_fi!.•~.- tfolh. nq ilcro tn :;holl 

IJc con-.t ruC't.l to pro,•cnt ci thc:- p 3r-Ly troo prov1d1nc; l:Ju ll: povor 

lh('Y m•y be t'oc<l tr•d . F'utthor, no ulllc r· provt!. lOn o f Ll•t !. 

t\qsccmenl :;h ,\ll lw ("On r. ltuc·d ·•·· .1pp ly11lC) Lo hulk pO\tCr !oC" 

I'C': .. , I c. 

10 

I 

.· 

I 

I 
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AltTICI.t: rtl 

Cbcll ii.:H•G no w u :.cd by ather JlbrlY ln conJunc tlOn wlth their:" 

I:"OS~clivo ·l~c r1c u~al1 y ~y~toaa,.and which ar~ u~cd directly 

or 1nd1r ccly nd are ur:aC:ul in carving cur:Loacrc 1n th it 

:a ua l d end :::h.l 11 not lw ·.ub J oc o r aovo l h1•r under. except by 

ho party o wn1n9 OC' u•.tnq .uch facH1t1~>::: PROVID£0. BOW£V£R. 

that l'.lch party h.oll Ol•'r<~ l • <tnd " 1nt<un ::aid lan 5 and 

f4<'U11.:1~": in :::uch •l aannr>r '' :. t o •tnir:uz any in f'Cf r nco vtt.:h 

th•• op• raL Lon11 o f ttw o th r P•H y . 

and/ or o1u•tat.n £xpr• •. Dt~ll:"tbulton f-'c dcrs 1n ~h«' t c rl:"iton.,l 

•H-•• O( lhf" Olh~r P •ll C..y : fiHOV J O't:O, IIOW£V£R, h at t.ho pan.y Gh .lll 

c on:. l.:auct, O!')f"l')tl• .1nl •• ,ant.ltn .a id r.xprc:--;:. Ot :a.asbutton f'l'cd••l:":. 

op••r •t ao n ot ltf" ot:lu•r rMrc..y •·. t .lc t I i~•••-:. 

l 1 
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. .. 

~tt.hcr p<lrly 1114\Y ca •ct.: .tndjor 

pilrty: r•rtOVlot:o, IIOWtVJ:It , t.hdt. t.h~' p.trly ~h lll ccno; n; , op rntc 

l!llll 1181l<! '"'Y tnt.••r c.· n~n<:f• with Lhe op•~rnt.:ion ot the ot.h•• r part.y• s 

(llClllt.lOfi. 

IIRTICl.£ IV 

ou radc Lhn C1t.y t.:,.rrlt.orinl 3 rra ond v it.hin t.h•• Cooporat.ivo • 

ten 1 oriil l drt'A J::. o;ub· .. cqu nlly annex d by and into ho c 1ly 

lir.>at.::. o t lhl' C a y, tho City ~~<Jy j apos a Cranchl'..c aqr~>uaonL 

walh r..,.spncL to ~uch .lnnoxcd portions upon t l"lson.:~blc tonas nnd 

cond1 L lon•., l •JL t.hn City :>h.lll ha v<> no riqht to acquirr b y 

Cllltn('nt dol'l.ltn, conde nil t.ion, oro h o rv1 :> 41ny c uGt omcr:; or 

t ,,ctltt:t '!0 oL tilt: COOPf't.tLivc- i n any por ton dc:;iqnatcd a:; c ta1 . 

conttnu.• :.e rv tc•• tot • ••x a•.ltnq ilnd """ cu:.t.oaca:; in ''"Y area 

.tnnt•,.t•d by lh• • Ca ly . !.uch tr ,onchi ·.c t._•(• n.ly IIOl I'XCI'Cd 121 Ol 

I 

I 

I 
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AIITICt.C V 

J • • 

F'lortda Public:: Service CODlli!>::lion, nod c1ppro p riato o.pprov nl b y 

thilL body of Lha provi.o i o nn o ( hlu J\q.:caman t o holl b e a 

pr<•roqul::lto t.o l h a vnlidi Ly and applJ.c abi lity hereof nnd neither 
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F. oirectories 

GTEFL' s initial position r egarding provision of directories to 
all subscribers in the ECS exchanges was that the estimated costs 
of $7 million were not considered in pricing ECS servi ce . Should 
we determine that directories were required for each customer, 
GTEFL proposed a monthly flat rate of $.60 for all customers in the 
ECS exchanges. Witness Menard amended this position i n her summary 
stating "GTEFL has detea.mined that it is feas i ble to make 
directories t or the ECS exchanges available to customers at 
Gpecified GTEFL locations at no charge to the customer. " 

FIXCA, the only intervenor taking a position on this issue, 
questioned GTEFL's unwillingne ss to provide directories for the ECS 
exchanges at no charge. Witness Gillan believes that i f we 
conclude that the ECS exchanges form a community of interest, then 
it follows that directories should be provided to all subscribers. 
Witness Russo also expressed concern, stating that GTEFL should be 
required to make directories containing the new calling scope 
available to all affected subscribers at no charge. 

Rule 25-4.040( 2 ), Florida Adminis trative Code, reads in part 
"When expanded calling scopes are involved , as with Extended Area 
Service, each s ubscriber shall be provided with directory listings, 
for a l l published tele phone numbers within the local service area. " 
Approximately sot of the subscribers in the ECS exchanges make 
calls in a given month. People i n this area in some cases already 
receive several large directories, and it their calling to the ECS 
exchanges is limited, they may not be interested in receiving 
additional directories. Menard testified that on EAS routes 
approved "before the rule change, only about 30\ of the customers 
wanted the EAS directories. " GTE South's experience under the 
TriWide- plan shows that on!Y about 5\ of the subscribers wanted 

directories for the TriWide exchanges . We find tha t providing 

directories at no cost, upon request of the subscriber at GTEFL 
locations, is a good compromise. Currently , we have not set a 
policy on the provision of directories under the $.25 plan. 

GTEFL has indicated it will make telepho ne numbe rs to the ECS 
exchanges available through local directory assistance, l i ke other 
local telephone numbers, subject to existing rules and charge~ . We 
find this to be appropriate. 

In summary, directories shall b e made available upon request, 
at customer convenient locations to be specified later, for all ECS 
exchanges at no cost to the ECS customer . Directory assistance for 

,., 
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ECS exchanges shall be handled like any other local directory 
assistance (three call allowance and $.25 per additional call). 

V. REVENUE IMPACT AND STIMULATION 

As submitted in the original tariff filing, GTEFL estimates 
the revenue impact of ECS to be a $28,483,904 loss for the test 
year. This figure does not include any stimulation in usage due to 
t he decrease in rates for calls between the ECS exchanges, nor does 
i t include normal toll growth. GTErL does not believe that this 
f i qure represents the long run revenue impact to the Company 
because some stimulation is likely. That is, if the rates for 
calling between the ECS exchanges are reduced by approximately 70% , 
then, over time, there will be an i nc rease in call volumes, and 
resulting longer term revenues will b greater than tho first year 
figure represented in the tariff filing. 

I 

FIXCA disputed two points of GTEFL 1 s tes timony regn rding the I 
revenue impact of this filing. First , contrary to GTEFL ' s 
projections, FIXCA' s witness Gillan believes that the revenue 
impact of the ECS plan will be much greater than what GTEFL 
alleges. Gillan disputed GTEFL's revenue estimates in his direct 
and rebuttal testimonies. Gillan 1 s initial estimates of the 
claimed loss associated with ECS were approximately $60 million per 
year through 1995. By the time the case arrived at hearing, 
FIXCA 1 s position was that the impact of the plan would be somewhere 
between $17 and $20 million. 

In his direct testimony, Gillan presented financial 
projections based upon internal GTEFL planning documents. 'I·he 
comparison of planning documents contained in the prepared 
testimonies of Gillan does not correspond to the tariff support 
provided by GTEFL. Gillan s tated that GTEFL ' s internal planning 
documents did not accurately depict tho effect of ECS as described 
in the tariff fil i ng. However, GTEFL d id not rely upon these 
documents in supporting its ECS plan. GTEFL 1 s revenue reductions 
were based solely on a straight mathematical calculatio n of the 
revenue loss associated with repricing the service down to ECS 
rates. 

The second dispute between FIXCA and GTEFL concerns t he l e vel 
of stimulation which will occur from the ECS plan. Both estimates 
accept a n initial stimulation in usage due to the implementation of 
the ECS plan. It is FIXCA 1 s position that stimulation will no": 
occur as estimated by GTEFL, and that pre-ECS growth levels will 
return after the first year the plan is implemented. Gillan 

-
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j us t ifies this posi t ion by analyzing the TriWide .. experience . 
FIXCA states tha t GTEFL assumed the r ate of growth would j ump to 
25\ i n the second and third years after implementation o f ECS, e ve n 
though that r ate of growth did not occur in North Carolina after 
implementation of a similar plan . FIXCA believes that fundame ntal 
growth rates r emain unaffected by the introduction of ECS-type 
calling plans, but GTEFL believes calling volumes will grow at 
higher rates for the first three years of the plan. In fact, the 
TriWide .. d a ta does show additional stimulation after the first 
year . The d a t a shows that there wa s approximately 100\ stimulation 
in the first year (including no rmal growth) a nd approximately 20\ 
s t imulation in the second year (including normal growth). At the 
time of the hearing i n this docket, the TriWide .. plan had been in 
effect j ust over two years. While the data seemed to show a lower 
rate of stimulation i n the later months of the plan, i t also 
appears that some level of st i mulation continues throughout the 
life of the plan . Gilla n is correct , however, that GTEFL 
overestimated the l ikely amount of s t i mulat i on for the ECS plan, 
albeit for a d ifferent reason . As explained below, i t appears that 
GTEFL made a mathematical e rror i n translating the TriWide
stimulation to the ECS p lan . 

An additional concern is that GTEFL compared its estimates of 
revenue in future years against 1990 , not against reve nue estimates 
of future years without t he ECS plan . Therefor e , GTEFL compared 
volumes in future yea r s aga i ns t a no - growth scenario . GTEFL would 
exper ience growth in toll without the ECS p lan ; therefore, we find 
that to compare ECS revenues against a sce nario assuming no growth 
is not reas onable . 

GTEFL based its stimulation o n the exper ience wi th TriWide .. 
Service. TriWide .. Service is a service similar to ECS which was 
i ntroduced by GTE South i n Durham, N.C. Calls from GTE South ' s 
Durham customers to Raleigh, Chapel Hill, cary, a nd Hillsbor o ugh 
had been 1+ intraiATA toll calls . With the i ntroduction of GTE 
South ' s TriWide .. Service i n April of 1989 , Durham customer s ' calls 
to these exchanges were dialed on a seven-digit basis a t rates 
approximately 65\ less than t he existing t ol l r ates . 

The primary difference betwee n Tr iWide .. and ECS is t ha t ECS 
is a two-way serv ice . Between the ECS e xchanges , all calls i n both 
directions would be seven-d igit dialed , measured calls . In 
a ddi tion, a similar rate reduc tion (70\ ) is propos ed with ECS. The 
other differences between the two plans are the se t up and u sage 
rates, the o ff -peak discount a nd the off-peak calling periods. 
Tri Wide .. rates are $ . 06 per set-up and $ . 045 per minute o f use 

.., 
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during peak calling periods. There is a 50% discount for ca lls 
placed during off-peak hours. With TriWide- , GTE South 's Durham 
customers had reduced rates and 7- digit dialing to the Centel and 
Southern Bell exchanges . However, calls ! rom Southe rn Bell's and 
Centel ' s customers were still dialed on a 1+ 10-digit basis . 

Using the sti~ulation experienced with TriWide .. , GTEFL 
be lieves the revenue impact of the ECS plan for the first yea r will 
be approximately a $16, 716,433 revenue loss (versus $28,483, 904 
without stimulation) . GTEFL believes that the calling volumes will 
continue to grow 25% faster than toll usage is growing. Based upon 
this assumption, GTEFL anticipates a net revenue loss of 
$11, 356,243 during the second year of ECS. A net revenue loss of 
$4,656,006 is anticipated during the t hird year. GTEFL estimates 
that in 1995, the fourth year, ECS will have a positive annual 
revenue impact. However, GTEFL notes t h a t all numbers are n o t 
known and measurable and that the actual stimulation coul d be more 

I 

or less. Also, when determin i ng the revenue impact, we ha ve 
observed that GTEFL used the pre-ECS (1990) revenue level s as a I 
benchmark for all revenue effect calculations. We do not agr ee 
with this a pproach. 

For 1992 , GTEFL believes a reasonable assumption is that 
messages of the ECS p lan will grow by 120% and minutes by 95, . For 
1993 and 1994, GTEFL stimulated both messages and minutes by an 
additional 25 \ for each year . Witness Kissell stated that GTEFL 
filed a slightly h igher stimulation i n the Florida p lan tha n GTE 
South actually experienced in TriWide... GTEPL' s rationale was that 
it believes that stimula t i on may be h igher with the two-wa y ECS 
plan than the one-way Tri Wi de .. pla n. In addit ion, promot ional 
efforts can be more effectively targete d i n the Tampa area due to 
concentrated mass media opportunities . 

Although there is no way to test wha t level of s timulation is 
appropriate for the ECS plan, we believe that apply i ng a level of 
stimulatioh similar to the TriWide .. experience could be rea sonable. 
However, GTEFL apparently erred in its calculation of the ~xpected 
ECS stimulation. Kissell stated that the stimulation ~xperienced 
in the TriWi de .. plan was 165% . The stimulation applied to t he ECS 
data was approximately 265\ (95\ the first yea r, 25\ pe r year for 
the next two years, and 20\ i n the next year for a total of 265% 
stimulation in minutes - the stimulation applied to mess ges 
totaled 312\). Thus, whi le we agree that the stimulation I 
experienced in the TriWide .. plan should be u sed as a guide to the 
s timulation which may occur in the ECS plan, it appears that an 
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error was made i n the translation. It is unclear how this e rror 
occurred. 

In the past, we have not used stimulation in determining 
revenues in rate proceedings . ~. e.g . , Docket No. 880069-TL, 
Order No. 20162 and Docket No. 881344-TL, Order No. 21520 . This is 
because we have found that we have not had adequate information to 

evaluate prior stimulation assuc ptions. While we agree that some 

stimulation will occur here, we find that stimulation s hall not be 

recognized in this docket 1 since the response cannot be estimated 

with precision. Some of the factors which contribute to 
uncertainty when making an estimate of stimulation include , but are 

not limited to: (1) the extent of ~he price change; (2) whether the 
service is optional or not; (J) the monthly subscription price (if 
any) ; and ( 4) the demographics of the population under 
consideration. 

For example, GTEFL applied a higher stimulation to the ECS 
plan than the TriWide- experience would suggest because GTEFL 

believed a two-way calling plan would generate greater usage than 

a one-way calling plan. This assumption may be reasonabl e . 
However, the Clearwater, St. Petersburg, and Tampa areas are 

heavily populated with retired people on fixed incomes and the 
demographics of the population may have a significant impact on 

stimulation, despite two-way calling. Therefore, when attempting 
to determine the true revenue effect on GTEFL, we find that the 

level of stimulation cannot be determined with any certainty. 
However, we also find that various stimulation assumptions are 

useful for illustrative purposes to gain a better understanding of 

possible outcomes. 

When analyzing the revenue impact, or the "price tag" 
associated with the ECS plan, we believe it is important that the 
revenue be compared with and without the ECS plan. FIXCA agrees . 

GTEFL' s analysis of the ECS plan shows that the plan ultim~ tely 
yields increased revenue flows. However, this is becaus0 GTEFL 

compares revenue levels in different time-periods, not just 
revenues that occur under different conditions. Therefore, because 

GTEFL's comparisons always relate revenues after ECS is implemented 
(1992 beyond) to the revenues that GTEFL recovered from the same 
routes in 1990 (which is two years prior to ECS's implementation), 

GT.EFL characterizes ECS as providing "positive" net revenues in 
1995 . This differs markedly from revenues exceeding the level they 
would have been absent the introduction of the ECS plan. FIXCA 

believes that under this approach, any price reduction, with or 
without stimulation , will u ltimately show "positive net revenues," 
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since normal growth in the Florida market will eventually cause 

future revenues to exceed historic levels . OPC agrees with FIXCA 
on this point and so do we. 

We have recalculated GTEFL's revenue impact by applying 

relevant growth to the test period units and using various 
stimulation percentages. Without any stimulation, we have 

calculated a negative revenue impact of $31,562,594 for 1992 and 
$33,692,515 and $35,977,741 for 1993 and 1994, respecti vely (these 

figures include an annual facilities cost of $1,092, 296}. The 

revenue impact of the ECS plan given different stimulation 
assumptions is as follows: 

R.BVI!:N't1E IMPACT WITH VARIOUS ECS STIMULATION SCENARIOS 

TOLL Stimulations 
YBAR REVENUE 

WITHOUT ZERO 100\ 150\ 200\ 
BCS 

1990 $37,073,880 
1991 $39,669,052 
1992 $42,445,885 (31,562 ,594) (19,587,007) (13,599 , 219) (7 , 611 ,426) 

1993 $45,417,097 (33,695,515) (20,881,637) (14,474,706) ( 8,067,768) 

1994 $48, 596 ,294 (35,977, 741) (22,266 ,891J (15, 411,475) (8,556, 052 ) 

The ECS plan will negatively impact the earnings of GTEFL; however , 
it is impossible for us to find, unequivocally, that this filing 

would cause GTEFL to seek rate relief. If GTEFL decides to seek 
rate relief at a later date, any future revenue impact f rom the ECS 

plan shall be considered in the revenue requirement calculation . 

I 

I 

An additional concern expressed by FIXCA regarding GTEFL's 
revenue impac t deals with t he elimination of the Toll Monopoly 
Areas (TMAs} . Gillan states that there is no reason to assume that 

anything dramatic is going to happe n on January 1, 1992, whe n TMAs 
are eliminated, because the only thing that is different is thal 
the IXCs may use their own networks for completion of interEAEA 
calls . FIXCA asserts that the current access charge system bills 

carriers the same amount whether they substitute part of their 
network for GTEFL's or not. Therefore, FIXCA continues, no carrier 

has an incentive to take traffic off CTEFL ' s network becaus e the I 
IXC is going to pay GTEFL the same switched access charges either 
way. FIXCA asserts that GTEFL errs when assuming that competitors 

will make inroads on the routes in question if ECS is not 
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introduced . We agree that the impact of eliminating TMAs will 

probably be minimal for switched traffic. However, there is likely 
to be an impact in the private line arena and for large customers 
who use special access lines. Yet, as we previously stated in our 

TMA order, the impact of eliminating TMAs remains unknown . In any 
event, this does not affect GTEFL ' s revenue impact calc ulations, 

nor does it affect ours. GTEFL's only discussion of the possible 
impact of TMAs is found in their internal planning documents which 

discuss factors GTEFL considered when deciding whether to propose 

this plan. 

Another area of concern with GTEFL's projected revenue is how 

customers who currently s ubscribe to foreign exchange lines (FX) 

will react to ECS. FX is a service which provides the appearance 

of a local presence by allowing a customer located in a distant 
exchange to have a local telephone number . Currently, FX is 

provided over usage sensitive lines at an estimated monthly rate of 
approximately $192.00, depending on mileage, based on GTEFL's newly 

approved FX rates . There may be an additional revenue reducti~n 

associated with FX customers switching to ECS, although we believe 
this revenue impact will likely be small. The displaced FX r e venue 

would be due to a certain percentage of FX c ustomers no longer 
subscribing to FX because the ECS plan is more attractive. This is 
especially applicable to customers who have FX primarily for 

outgoing calling needs. However, many local businesses want to 

encourage incoming calling from patrons and subscribe to FX f o r 

much the same reasons that regional and national businesses 
subscribe to 800 service (so that patrons can call them without a 

charge) . In addition, many business customers that are heavily 

dependent upon incoming calls may hesitate to change thei r 
telephone numbers for fear of losing patrons. 

The revenue impact from FX c ustomers dropping the service 

because of ECS is difficult to quantify beca use we cannot predict 

whic h customers will actually switch. A customer may have FX 

because of outgoing calling needs, incoming calling need~ , or some 

combination of both. Usage data is only available for out going 

calls and is insufficient to predict customer choice between ECS 

and FX. If all of GTEFL ' s 3950 business FX customers located in 
the ECS exchanges were to no longer subscribe to the service, he 

additional revenue impact to GTEFL would be approximately 
$9,100,800. However, if we assume that the average business FX 
customer places 250 calls totalling 1000 minutes per month at peak 
rates , the FX revenue impact of these customers using the ECS plan 

will be offset by $2 1 844,000. Althouyh it is difficult to exactly 
quantify the revenue impact associated with customers giving up FX 
due to implementation of the ECS plan, we can assume that the 
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"worst case scenario" revenue effect of all customers giving up the 
service would be $6,256,800. Although this is a substantial 
revenue impact, we believe that very few business FX customers will 
switch to ECS because of the specific reasons cited above. 
However, we recognize it is i nevitable that some FX customers will 
switch. 

I n conclusion, the record supports that the expected revenue 
i mpact of the ECS plan will .be a $30, 4 70 , 298 loss i n 1992 if 
stimulation is not considered . This does not include an additional 
$ 1 ,092,296 for associated annual carry i ng charges for incremental 
f acilities costs and billing system expa nsion for a total 1992 
annual net operating revenue of $31,562,594. Stimu lation shall not 
be recognized for the purpose of determining the impact on GTEFL i n 
this docket, since the response cannot be estimated with precision; 
however, it is reasonable to expect tha t some level of stimulation 
will occur. If the ECS plan has a material effect on earnings and 
a rate case is filed, then s timulati on shall be considered as a 
mitigating factor . 

VI. EFFECT ON GENERAL BOPY OF RATEPAYERS 

GTEFL ' s authorized range of return on equity (ROE) is 11 . 3% to 
13.3% with a midpoint of 12.3%. This was established i n Docket No. 
890216-TL, Order No. 22352 , issued December 29 , 1989 . During the 
hearing in early September , GTEFL indicated that there had been no 
decision t o file a general rate cas e. However, witnesses Menard 
and Farmer stated throughout the hearing that it has bee n 
determined that if the Company ' s earnings continue to trend 
downward, a rate case may be required in the April/May 1992 time 
frame. GTEFL also asserted, "The important point is that ECS is 
not creating the need for a ge neral rate application. The f a ct is 
that ECS is v iewed in the same l i ght as any other sourc e of revenue 
in p l anning a general rate case . " With GTEFL ' s projected 
stimulation, the negative revenue i mpacts are $16 . 7 million and 
$11.3 million for 1992 and 1993, respectively. GTEFL stated that 
these revenue reductions equate to approximately a 143 a nd 47 basis 
point reduction in ROE for 1992 and 1993, respectively, which would 
not singularly cause a ge nera l rate case. 

I 

I 

As stated in Sec tion V above, we have recalculated the revenue 
impact of the ECS plan t o correct for s e veral errors in GTEFL ' s I 
calculations . Without any stimulation , we have calculated a 
negative revenue impact of $31, 5 6 2 , 594 for the first year and 
$3J , 69S , 515 and $35 , 977,741 for the second and third yeat s, 
respectively, i ncluding an annual facilities cost of $1,09 2 , 296. 
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Wo have also calculated the revenue impact of the ECS plan given 
different stimulation scenarios (chart in Section V). 

We find that the benefits of implementing ECS (or some 
modification thereof) make the potential revenue impact a 
worthwhile risk. Whether it is appropriate that the entire risk 
should be borne by the general body of ratepayers is not yet known. 
We believe that monitoring the impact and stimulation which 
actually occur is critical co making such a determination. 

Ba.sed upon our own experience with the $ . 25 plan and GTE 
South's experience with the TriWide- Plan i n North Carolina, we 
believe that stimulation will likel y fall between lOOt and 150\ in 
the first year and a half of the plan. If the revenue reduc tion 
associated with this scenario were apportioned to ~ubscriber lines 
and trunks in accordance with exis ting rate relat~onships, the 1992 
impact would be approximately $.60 per R-1 line, $1.60 per B-1 
line, and $3.16 per PBX trunk (assuming a stimulated revenue impact 
of $18 million) , or approximately $1.00 per R-1 line, $2.60 per B-1 
line, and $5 . 30 per PBX trunk (assuming an unstimulated revenue 
impact of $30 million) . 

Accordingly, we find that the ECS Plan will create a downwa rd 
shift i n GTEFL ' s revenues and, that after a transition period, 
revenues are likely to resume growing at the historical rate . The 
revenue effect may be permanent, in that GTEFL is unlikely to ever 
attain the revenue level that would have resulte d if ECS had not 
been introduced. Traditionally, overall earnings dictate when a 
rate case is filed. GTEFL is hereby put on notice that the effect 
of our approved plan in this docket shall be considered in any 
future rate proceedings. 

VII. DENIAL OF PLAN AS FILED AND REQUIREMENT 
fOR HOPIFIEP VERSION OF PLAN 

GTEFL obviously supports the plan it filed and beli~ves that 
an alternative would not be appropriate. GTEFL stat es that it 
analyzed, considered, and rejected several alternatives . GTEFL 
believes its proposal is appropriate because, in contrast to 
traditional flat-rate EAS, only those customers who actually make 
ECS calls would incur additional charges. GTEFL argues that under 
a traditional flat-rate EAS scenario, all customers in an e xchange 
are required to pay for EAS whether 'or not they use the service. 
Witness Kissell stated that the costs associated with EAS vary in 
direct proportion to usage volumes. He further s t ated that 
"historically, the pri ce increase associated with the EAS surcharge 
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has not always covered the additional cost of the EAS nor has the 
surcharge covered the lost toll revenues associated with EAS 
calling. This problem is exacerbated as call volumes between the 
EAS exchanges i ncrease at a rate h igher than access line growth." 
Finally, the Company did not propose traditional flat-rate EAS 
because the calling volumes did not meet the requirements of Rule 
25-4 .060. 

GTEFL also considered and rejected a message rate structur e 
such as the $.25 plan. Witness Kissell stated: 

one intent behind ECS was to insure that the cost 
for an ECS c6ll was always less than a customer 
would pay for a n equivalent call under the current 
intraLATA toll rates. \'lith $.25 per message 
rate, customers would pay more for short calls 
made during off-peak hours than they currently pay 
for these calls made at toll rates . Additionally, 
a per call charge of $.25 discourages the use of 
the telephone as a tool to make numerous short 
calls such as calling several stores to check the 
availability of a product. GTEFL believes a per 
message c harge of $.25 undul y punishes callers who 
make calls of short duration. 

Conversely, thid $ . 25 charge benefits those users 
which use the telephone for long periods, such as 
for dedicated computer applications. A per call 
charge would encourage the business customer (such 
as banks) to connect all of their branches for the 
entire business day for $.2 5 per day. The costs 
for these calls would not be fully recovered from 
the cost causers. 

The Compa~y also considered and rejected a toll discount plan 
similar to its recently i ntroduced Suncoast Preferred plan. 
According to Kissell, " the public did not believe Suncoast 
Preferred offered a low enough rate for calls across the Bay. With 
the current PSC toll pricing requirements , GTEFL is _urrently 
unable to offer a tol l discount plan for calls across the Bay at 
rates less than those already offered with its Sunco st Preferred 
Service." In other words, GTEFL could not offer a toll discount 

I 

I 

plan with a significantly greater discount than offered by the I 
Suncoast Preferred plan, and still comply with our access charge 
imputation requirement. 
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FIXCA originally proposed a route-specific reduction in access 
costs in conjunction with a blanket authorization allowing IXCs to 
implement route-specific pricing. The idea was that a route
s pecific reduction in access charges on the proposed ECS routes, 
c oupled with authorization to implement route-specific pricing, 
would allow IXCs to lower their prices on those routes. Lower 
prices woul d, presumably, provide EAS r elief on those routes. 
FIXCA • s position now is that W-.! should consider a LATA-wide 
reduction in GTEFL 1 s access rates. FIXCA argues that such a 
reduction would spread the benefits of lower toll prices to a 
broader array of consumers and would not discriminate among 
providers of interexchange services . 

OPC favors a $.25 message plan on the ECS routes if we decide 
i t is appropriate to implement a type of local service on these 
routes . OPC asserts that the $.25 plan is " much less like local 
measured service and much more like the optional message rate 
service which has been popular in GTEFL exchanges for years." OPC 

also points out that the revenue impact of the $.25 plan would n o t 
be as great as the revenue impact of GTEFL 1 s proposed plan. OPC ' s 
estimates show the negat i ve revenue impact of the $.25 plan to be 
about $3 . 5 million less t han the revenue impact of the ECS plan, 
using GTEFL ' s unstimulated revonue projections. Finally, OPC 
argues that under the $.25 p l an, " customers would not have to fear 
having the 1 meter running 1 whi lo they are on the phone, as they 
would under the ECS plan." 

In reaching our decision i n this docket , we considered all of 

the following EAS options: (1) flat-rate EAS; (2) a toll discount 
plan; (3) FIXCA's proposal for route-specific access reductions; 
(4) a message rate; and (5) a measured rate. We agree with GTEFL 
that traditional flat-rate EAS would not be appropriate on these 
routes . Notwithstanding the cost causation arguments pres e nted by 
Kissell, the callin9 volumes do not meet the requirements of our 
EAS rules. Further, even if we chose to waive those requiremen~s 

and conduct a customer survey for flat-rate EAS, we believe the 
survey would surely fail because of calling patterns on the ECS 
routes. The call distributions show that fewer than 50% of the 
customers in each exchange make two or more calls per month on the 
ECS routes. Since the rules require that more than 50\ of those 
eligible to vote vote in favor of EAS for a s urvey to pass, it is 
clear that a survey would fail . 

Similarly, we agree with GTEFL that a reduced toll plan, such 
as Suncoast Preferred, would not offer a significant enough 
reduction to customers on the ECS routes. Alternatively, if the 
rates were substantially lower, the plan could not meet the 

25 



r-
26 

ORDER NO. 25708 
DOCKET NO. 910179-TL 
PAGE 2 6 

imputation test we require for toll plans. The discount associated 
with Suncoast Preferred is 20' off standard direct distance dialed 
(DOD) toll rates. The proposed ECS rates, however, offer 
approximately a 65\ reduction in standard DOD toll rates. Even at 
that rate, some wi tnesses at the service hearings stated that they 
were still interested in flat rate EAS and that a 65\ discount was 
not enough. In addition, there was strong support at the service 
hearings for seven-digit d ialing. A toll discount plan would 
generally retain 1+ dialing. Thus, we have concluded that 
customers would not be satisfied with an extension of the Suncoast 
Preferred plan, or any other toll discount plan. 

I 

FIXCA's proposal would not offer a significant enough discount 
to relieve EAS pressure on the ECS routes and would have a revenue 
i mpact too great for GTEFL to absorb. In order to institute a 
LATA-wide reduction in access charges, GTEFL would first need two 
separate access charge schedules -- an intraLATA schedule and an 
interLATA schedule . If intraLATA access rates were reduced such 
that GTEFL and the IXCs could charge ECS rates, the potential I 
revenue impact would be betwe en $50 and $100 million, depending 
upon the assumptions used in maki ng the calculations. 

We have also considered the $ . 25 plan as an option on the ECS 
routes. GTEFL offered several arguments as to why a per minute 
rate structure was preferable to a per message rate structure . 
Among these arguments are that a $.25 per message charge unduly 
punishes callers who make c alls of short duration and that some 
customers would p ay more for short calls made during off-peak hours 
than they currently pay at existing toll rates. On the whole, we 
agree with these arguments . However, there arc also sever~l 
arguments in favor of a message rate plan, at least for residential 
customers . Clearly, a message rate structure is easy for customers 
to unde rstand and accept. A message rate structure also allows 
customers to easily keep track and control their tele phone charges . 
A customer knows, before a call is placed, exactly how much that 
call will cost . With a message rate structure , there is no time 
pressure to cut calls short . Thus , while there are economic 
considerations in favor of a per minute rate structure, the y must 
be weighed against the social considerations in favor of a message 
rate structure. 

We believe that business customers, in particular , wou l d 
prefer a per minute rate, as opposed to a $.25 message rate. Of 
course, if the message rate were $ . 10, then we believe the rate 
structure would not be a signif icant issue to business customers. 
If the c hoice, however, is between a per minute structure with a 
rate of $.10 for the first minute, and a message rate structure at 
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$.25 per message, the fact that the average duration of a bu~iness 
call is shorter than the average duration of a residential call, 
and the proportion of very short calls is greater, as well, leads 
us to conclude that the per minute rate structure would be 
pre ferable for business customers . 

Having considered and rejected the alternatives of flat-rate 
EAS , a t oll discount plan, and FIXCA's proposal, we were left to 
weigh the advantages of a measured rate versus a message rate. As 
outlined above, we believe that a message rate is preferable for 
residential customers, while a measured rate is preferable for 
business customers. Thus, the pla n we are authorizing s hall be a 
hybrid plan under which residential customers pay a message rate 
a nd business customers pay the meaqured rates described below. 

In determining the appropriate r ates, we had two main 
considerations: first, the revenue impact of our plan ; a nd second, 
the level by which existing rates would be reduce d. We find that 
the rates shall be slightly higher than those proposed by GTEFL in 
order to reduce the revenue impact of the plan. Specifically, 
residential c ustomers shall pay a message rate of $. 25 per call, 
while business customers shall be charged a measured rate of $.10 
and $.06, rat her than GTEFL's proposed $. 09 and $.05 . Our rates 
represent a reduction of 63\ for business c ustomers , rather t h an 
the 69t reduction under GTEFL's proposal. For a thr ee minute cal l, 
the $.25 message rate would offer a reduc t ion of 58% as compared to 
existing rates. Stimulation s hould not differ markedly our version 
of the plan. In the Tri-Wide• plan, the r a tes were reduced by 65% 
and 142% s timulation was the r esu l t. Our rates represent a 
reduction almost as great as tha t put in p lace unde r the Tri-Wide"" 
plan. 

Similarly, we find that an off-peak discount is ~nnecessary 
under our plan. First, our rates already offer such a grea t 
discount from the existing rates. Second, elimination of the 
discount would further lessen the reve nue impact of our plan. 
Third, the $.25 message rate, as previous ly implemente d o n other 
routes, does not offer an off-peak discount. F1na lly, 
approximately 75\ of all business calls o n these routes are made in 
the daytime period. The r e venue impact of our plan is e s timated as 
follows : 
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REVENUE IMPACT WITH AND WITHOUT 

GTEFL PLAN 

NO STIMULATION 

1992 ($30,470 298} 

1993 ($32,603 219) 

1994 ($34,885 444) 

1995 ($37 3271425) 

TRI-WIDE 
STIMULATION 

1992 ($19 657,316) 

1993 ($18,029,229) 

1994 ( $19,2191275} 

1995 ($20,641 664) 

STIMULATION 

MODIFIED PLAN 

($28,095,660) 

($30,062,356) 

($32,166,720) 

($34,418,390) 

($16 584 674) 

($14 317,104) 

($15 319 301) 

($16 191 652) 

The revenue impact calculations submitted by GTEFL showed a 
265% increase in minutes of use from 1992 through 1995. This was 
based on an assumed increase of 95% in 1992 , 25% in 1993 , 25\ in 
1994, and 20% i n 1995. GTEFL claims that this is the equivalent of 
the stimulation associated with the Tri-Wide plan. However, the 
usage data from the Tri-Wide plan actually shows stimulation of 
approximately 142%. As we discussed in Section V, it is unclear 
how this error was made. We believe the appropriate figure to use 
to compare the stimulated and unstimulated r e venues of GTEFL' s 
proposed plan and our p lan is 142t. The figures shown above do not 
include any possible facilities costs . 

I 

I 

We have also considered whether any other routes should be 
added to the ECS plan. There are several routes with calling rates 
which equal or exceed the one-way calling rates on the proposed ECS 
routes. Of these routes, we find it appropriate that the Plant 
City/Tampa route be included in our modified plan. The Pla nt 
City/Tampa toll route was first examined in Docket No. 850152-TL. I 
At that time, the Plant City to Tampa route exhibited one-way 
calling volumes of 5.4 H/H/Hs with 48.7 of the customers making 
two or more calls per month. Although the number of customers 
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making two or more calls per month fell slightly below the 

threshold required by the EAS rules , we ulti mately ordered a survey 

be conducted for nonoptional flat-rate EAS . The survey failed and 

an optional EAS plan was later implemented. Since one of the 
options is a premium flat rate option (available to residential 

customers only), t he number of calls on this route, as shown by 
data submitted by GTEFL, is substantially higher. Because of the 

high calling volumes o n th i-; route, the fact that the Plant 
City/Tampa route has previously been considered for EAS, and since 

Plant City is located in the same county as Tampa, we shall require 
this route to be included . The premium flat rate option shall 

continue to be offered, but other EAS options on this route shall 
be discontinued. 

We identified at least twelve other one-way routes which also 

have substantial calling rates. However, we are not requiring 
these routes to be included in our modified plan, at this time, for 

the following reasons: the ECS routes have higher two-way calling 
rates; several of these other routes are between thirty and fort y
five miles ; the revenue impact of our plan is already rather 
substantial ; and finally, we believe these routes may be addressed 

after some experience has been gained with our modified versio n of 

the plan . 

Overall , our modified version of the plan is very similar to 
GTEFL ' s proposal differing primarily in four areas. First, our 

rates for business customers shall be $.10 for the initial minute, 

and $ . 06 for each additional minute, rather than the $.09 and $.05 
proposed by the Company . Second, residential customers shall pay 

$.25 per message , regardless of call duration. Third, no off-peak 

discount shall be offered. Finally, the Plant City /Tampa route 

shall be included in our version of the plan. 

Accordingly, GTEFL ' s tariff fili ng shall be denied. 
shall refile i ts tariff to include the following : 

(a) the end uso r rate shall remain capped at $ . 25 
for nonLEC payphone providers, remain at $.25 
for LEC payphone providers, and the 
interconnection rate for NPATS shall remain at 
the level of the local interconnection rates 
determined in Docket No. 860723-TP; 

(b) resale of ~cs shall only be permitted for 
those serv1ces whic h we have previously 
authorized for resale; 

GTEFL 
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(c) directories for ECS exchanges shall be made 
available to customers at convenient locations 
upon request with no additional charge; 
directory assistance calls s hall be considered 
local; 

(d) rates for business customers s hall be $.10 for 
the first minute and $.06 for each additional 
minute , rather than $.09 and $.05, 
respectively , to mitigate the revenue impact 
to GTEFL; there shall be no off-peak discount; 

(e) residential customers shall pay $ . 25 per call 
regardless of duration or time of day; and 

(f) Plant City shall be added to the ECS routeD 
with calling to the whole Tampa exchange only . 

I 

Revised tariffs shall be filed five days after any I 
reconsideration vote in this matter, or five days after the 
reconsideration period expires, if no reconsideration is requested . 
After correct tariff pages are filed , the eff ective date shall be 
February 8 , 1992 , unless reconsideration is requested , i n which 
case the tariff s hall not become effective until we dispose of the 
reconsiderati on request(s) . This action will allow GTEFL to notify 
customers via bill stuffers, media releases, and directory pages of 
the approved plan. In addition , GTEFL shall file quarterly reports 
to track any stimulation resulting from implementation of this 
plan. Finally , all h istorical usage and access line data for the 
ECS exchanges , from 1990 forward , shall be retained by GTEFL until 
we have identified specific data which is required. 

Under GTEFL ' s proposal, bill detail for ECS calls would not be 
provided as a standard feature; however, it would be offered as an 
optional service. Bill detail, if requested, would provi de the 
customer with a list of each ECS call made during the bi l ling 
period. GTEFL's proposed rate for this service is $1.75 per month 
per customer bill, plus $.12 for each page of ECS billing detail. 
We s hall approve the Company ' s bill detail proposal. Howeve r, the 
Company shall also explore the feasibi lity of a record retention 
policy of JO to 60 days where bill detail has not been ordered by 
the customer. 

GTEFL shall provide complete instruc tions to each NPATS I 
provider in the ECS areas regarding the implementation of the plan 
so the pay telephones can be reprogrammed (e.g., affected NXX 
codes, end user dialing requirements, and end user rates). For 
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already deployed equipment, NPATS providers shall be permitted tc 
implement our plan within 60 days of the effective date of any 
tariffs, since each affected phone will require reprogramming. 
GTEFL has testified that it is willing and a ble to provide NPATS 
providers with proper notice. 

GTEFL plans to notify its customers of the ECS plan in several 
ways. The first way is via a bill insert which will be developed 
to describe ECS, i ncluding a ~ap of local calling areas and ECS 
areas, listing the prefixes in each. The i nsert will be sent to 
customers in the ECS-affected areas immediately following our 
approval of ECS. 

GTEPL also plans to not ify its c us tomers by print ads, which 
will also include a map designating local calling areas and ECS 
areas, listing the associated prefix s . These p rint ads will 
appear in both the St. Petersburg Times and The Tampa Tribune as 
soon as ECS becomes effective. In addition , television ads arP
being developed which would communicate optional area code ( 10 
digit) dialing i n February, 1992. These ads are being modified to 
i nclude a tagline that area code dialing is not necessary on ECS 
calls between Tampa, St. Petersburg, Clearwater , and Tarpon 
Springs. 

Fin lly, directory pages are being developed for inclusion in 
the directories of ECS communities . The new directories will be 
distributed in 1992. The directory page will detail the service 
and include a map h ighlighting the local calling areas, ECS areas, 
and list the associated prefixes. We find all of these methods to 
be appropriate for proper not ification regarding the plan. 

VIII. SECTION 364.335 . fLQRIPA STATUTES 

An additional issue in this proceeding was whc her Section 
364 . 335, Florida Statutes, precludes IXCs from providing service 
over their own facilities on routes which are determine '-' to be 
local. The positions of the parties fell along pr edictable 
partisan lines when responding to this question. 

GTEFL argues t hat Section 364.335 does not allow IXCs to 
provide a local service over their own facilities on the C:CS 
routes . The only exception, according to GTEFL, is the provision 
of a dedicated facility between two points owned by affiliated 
entities. The Company cites Order No . 24877 in Docket No. 890183-
TL as support for this position . 
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According to GTEFL, FIXCA suggests that IXCs ha ve some lawful 
role in providi ng transport or switching f unc t ionality i n the local 

exchange network, but the mendment of Chapte r 364 by the 1990 
legislature does not s upport such a position. GTEFL believes that 
which wa s local before the Chapter 364 r e write is local today , with 
the limited affiliat ed AAV exception . GTEFL cautio n s us regarding 

the potenti al r amifications of this issue. According to GTEFL, 
FIXCA t a kes the positi on that after January 1 , 1992, an IXC can 

carry traffic on any route ; that they are only prohi bited f r om 

provid1ng local exc h a nge service. FIXCA the n defines local 
exchange service as the basic switched product providing ubiqui tous 

connection within a defined geographic area where connections can 

be established with simple dialinq and signalling activity between 

the subscriber ' s instrumen t and the local e xc hange carrier ' s 
network. Thus, according to GTEFL, it is FIXCA ' s pos1t ion that, if 
an i ntere xcha nge carrier utilizes any technology or functionality 

that does not include traditional signalling a s is uti lized today, 
that function does not constitute local e xchange service. GTEFL 

states that FIXCA believes that a n I XC can deploy facili ties whiLh I 
are new and innovative within the established local service area 

and that this would not violate Section 364 . 335. GTEFL believes it 

is this aspect of FIXCA' s position which should cause us concern . 

FIXCA responds that GTEFL' s proposal does not present the 
Commission with any issue involving Section 364.335. FIXCA asserts 

that Section 364.335 provides d irection only whe n e valuating the 

proposed entry of a ne w carrier and tha t entry is no t at issue 
here . Competition has been allowed a long these routes , FIXCA 

continues , since we issued the firs t certificate t o a competitive 
IXC . 

FIXCA notes tha t while it has been the Commission ' s policy t o 

prohibit IXCs from using their own transmission facilities when 
providing i nterexchange services within t he Tampa EAEA, that po licy 

was not based on Section 364 . 335 . With the expiration of the TMA 

restrict i on on January 1, 1992, IXCs will no l o nger be limited to 

t he use of LEC facilities to provide auth orized services . FIXCA 
adds that Section 364. 335 ' s threshold r e quirement to first 

determine inadequate service before issuing a certificate t o 
anothe r carrier does not protect just any serv ice that may be 
offered by a local tele pho ne company . Rather, FIXCA s t ates , its 
focus is much narrower a nd limits competition only as t o "local 
excha nge ser v ices . " GTEFL ' s decision to i nclude ECS in its Genera l 
Services t a riff d oes not cause such service to become "local" as 
the term is used i n Section 364.335 . . any more than moving 

GTEFL's basic exchange service to the MTS section of its tariff 
would c a use the service to become "toll " and exempt it from this 
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protection. While GTEFL ' s pricing proposal may render competition 
for message toll service economically impossible, the argument 
continues, it does not, however, expand a preexisting statutory 
limitation beyond its original scope. 

FIXCA concludes that Section 364.335 does not contemplate or 
empower -- much less require -- the Commission to " de-authorize" 
competitive facilities in reaction to a local telephone company 
pricing proposal . Effectiv~ January 1, 1992, the expiration of the 
Commission's policy limiting toll transmission compe tition wi 11 
permit IXCs to use their own transmission facili t ies along the 
interexchange routes where GTEFL is offering its ECS service, 
should they choose to do so. GTEFL ' s request to label and tariff 
ECS as a " local" service in its General Services Tariff should not 
be allowed to supersede Commission policy or to extend GTEFL ' s 
statutory monopoly , according t o FIXCA. 

OPC did not assert a position on this issue in its posthearing 
brief. Southern Bell states that if we determine that the ECS plan 
should be characterized as local, as it believes we should , then 
the statute cited precludes an interexchange company from competing 
with or duplicating the services provided by GTEFL, abse nt a 
finding by the Commission that GTEFL's existing services are 
inadequate. FPTA does not a c tually take a position on the issue, 
but does ask that we remain guided by the important l egislative 
goal of promot i ng competition. 

Section 364.335(3) (1990) provides in pertinent part: 

The commission may not grant a certificate for a propos ed 
telecommunications company, or for the extension of an 
e xisting telecommunications company, which will be i n 
competition with or duplicate the local exchange services 
provided by any other telecommunic ations company unle ss 
it first determines that the existing facilities are 
inadequate to meet the reas onable needs of the publ i c and 
it first amends the certificate of such othe r 
telecommunications company to remove the ba sis for 
competition or duplication of services. The commission 
may, however, grant such a certificate for a proposed 
telecommunications company, or for the extension of a r 
existing telecommunications company, which will be 
providing either compet j tive or duplicative pay telephone 
service pursuant to the provisions of s. 364.3375, or 
private line service by a certified alternative access 
vendor , without determini ng that existing facilities are 
inadequate to meet thn r e a s onable needs of the public and 

33 



~ 
34 

ORDER NO. 25708 
DOCKET NO. 910179-TL 
PAG E 34 

without amending the certificate 
telecommunications company to remove 
competition or duplication of services . 

of anothe r 
the basis for 

We have consistently interpreted this provision (renumbered 
from Se ction 364 . 335( 4) (1989)) as a prohibition agains t duplication 
of or competition with the local exchange company, absent a 
specific exception provided by statute or authorized by this 
Commission. 

In their positions, the parties do not genuinely dispute that 
th l.s statute reserves the provision of "local exchange service" to 
loc al exchange companies. The heart of the disagreement, rather , 
revolves around the meaning of the term " local exch ange service. " 

I 

We find that the routes for which ECS has been approved shall 
be classified as local and held to fall within the ambit of " local 
exchange service ," as that term is employed in Section 364 . 335 . 
This is consistent with our tre atment of EAS as local servi ce . The I 
necessary result of our action shall be to preclude competition on 
these routes. We do not find it necess ary to fully define " local 
exchange service" at this time i n order to take this action . 
Ra ther , we find only that these routes cons titute " local exchange 
s e rvice" as cont emplated i n Section 364 . 335. We categorically 
r e ject FIXCA ' s argument tha t this section of the statute i s not at 
issue here . 

IX. RULINGS 

At the beginning of the hearing, we entered rulings on two 
pending motions. Staff's August 13, 1991* Motion for Extension of 
Time to Conduct Discovery and FIXCA ' s August 22 , 1991, Motion to 
File Amended Direct Testimony of Joseph Gillan were both granted . 

Based on the foregoing, i t is 

ORDERED by the F l orida Public Service Commission that e ach and 
e very one of the specific findings set forth herein be and the same 
re hereby approved in every respect. It is further 

ORDERED that GTE Florida, Incorporated ' s tarif f filing T-91-
037 filed January 29, 1991, is hereby denied for the reasons set 
forth herein . It is further I 
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ORDERED that GTE Florida, Incorporated shall refile its t a r iff 
following the guidelines and timeframes established i n the body of 
this Order. It is further 

ORDERED that this docket s hall r emain open. 

By ORDER of the. Florida Public Service Commission, th i s 11th 
day of FEBRUARY 1992 

ST~VE TRIBBLE, Director 
Division of Records a nd Reporting 

(SEAL) 

ABG 

NOTICE Of fURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Publ i c Service Commission is required by Section 
120.59(4), Florida Statutes , to notify parties of any 
admini strative heari ng or judicial review of Commission orders t hat 
is available under Sections 120.57 or 120 . 68 , Florida Statutes , as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for a n administrative 
hearing or judicial review will be granted or r esult i n the relief 
sought. 

Any party adversely affected by the Commission ' s final a~tion 
i n this matter may r e quest: 1) reconsideration of the decision by 
fili ng a motion for reconsideration with the Director , Division of 
Records a nd Re por t i ng with i n fifteen (15) days of the issuance of 
this order in the form prescribed by Rule 25- 22.060 , Florida 
Administrative Code;· or 2) judicial review by the Florida Supreme 
Court in t he case of an electric, gas or telephone utility or the 
First Distri ct Court of Appeal in the case of a water or sewer 
utility by fil i ng a not ice of appeal with the Director , Division of 
Records and Reporting and filing a c opy of the notice of appeal and 
t he filing fee with the appropriate court . This filing mus t be 
completed with i n thirty (JO) days after the issua nce of this orde r, 
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pursuant to Rule 9.110 , Florida Rul s of Appella te Procedure . The 
notice of appeal must be in the form s pecified in Rule 9 .900 (a) , 
Florida Rules of Appellate Procedure. 
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