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Chapter 364, Florida Statutes, allows f o r local exchange 
companies to elect price regulation . When a company elects price 
regulation, certain rates will be capped and the company will be 
allowed to revise rates only in a ccordanc e with the s tatute . 

On Febr ua ry 9, 1999, Northeast Florida Telephone Company, Inc . 
(hereafte r Northeast or the Company) filed notification of election 
to become subject to price regulation effective immedi ately and 
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DOC KET NOS. 9901 5~L, 990126-TL 
DATE: MARCH 4, 1999 • 
subject to the provisions of 364 . 051, Florida Statutes . The notice 
is attached to this recommendation (Attachment A). 

This recommendation addr esses two concerns. Prior to the 
filing o f its election to become subject to price regulation, the 
Company had filed a tariff CT-99-0031) on January 15, 1999 , wh ich 
was docketed (Docket No. 990126-TL) and set f o r consideration at 
the March 16, 1999 Agenda conference. At the time of the tariff 
tiling , Northeast was ope rating as a Rate-Of-Return regula ted 
entity a nd had requested an e ffective date o f April 1, 1999, for 
this tariff. The Company's subsequent filing, the notice of price 
regulation effective February 9, 1999, nullif ied the requi rement t o 
present future t ariff proposals to the Commission prior to 
approval. Since the Commission had not yet approved the pending 
ta r i ff, this recommendation combines the t wo dockets for 
administrative purposes. It addresses the date fo r wh ich 
Northeast's rates should be capped unde r price regulation and 
recommends approva l of the tariff fil ing (Docket No. 990126- TL) . 

ISSUJ 1: With Northeast's election of price regulation effective 
February 9, 1999, a s of what date should its r a tes be capped? 

BECOHMENJ)ATION: With Northeast's election o f price regulation 
effective February 9, 1999, its basic local telecommunications 
serv ice rates should be capped effective February 9, 1999, pursuant 
to Section 364.051(2) (b), Florida Statutes . The rates for 
protected non-basic services should be capped at the rates i n 
effect on July 1, 1995, pursuant to Sec tion 364 .051 (6) (a ) (2), 
Florida Statutes . Network access services and should be capped 
e ffective February 9, 1999, pursuant to Sect ion 364.163(1) , Florida 
Statutes . (Barrett) 

STAFF AHALXSIS; Northeast filed notification on Februa ry 9 , 1999, 
o f its election of price regulat ion effective immediately. In 
doing so , the Company became subjec t to the provisions o f Section 
364. 051, Florida Statutes . The relevant parts (1) , (2) , and (6) 
a r e noted as foll ows : 
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364.051 Price requlat ion.-

• 
(1) SCHEDULE . -Notwithstanding any other provisions o f this chapter, 
the followi ng l ocal exchange telecommunications companies shall 
become subject to the price regulation described in this section on 
the fol lowing dates: 

(a) For a local exchange telecommunications company with 
100 , 000 or more access lines in service as o f J uly 1, 
1995, such company may file with the commission a notice 
of election to be unde r price regulation effective 
Ja nuary 1, 1996, or when an a lternat i ve loca l exchange 
t elecommunications company is c e r tificated o p rov ide 
local exchange t elecommunications services in its service 
territory, whichever i s later . 
(b ) Effective on the date of filing its election with the 
commission , but no sooner than January 1, 1996 , any local 
exchange telecommunications company with fewer than 
100,000 access lines in service on July 1, 1995, that 
e lects pursuant to s. 364 . 052 to become subject to t h is 
section. 
(c) Each company subject to this s e ction shal l be exempt 
from rate base, rate o f return regulation and the 
requirements o f ss . 364. 03 , 364. 035 , 364 .037 , 364 . 05, 
364. 055, 364. 14, 364 . 17, and 364 .18. 

(2) BASIC LOCAL TELECOMMUNICATIONS SERVICE. -Pr ice regulation of 
bas i c local telecommunications service shall consist o f the 
following : 

(a ) Effective January 1, 1996, the rates for bas ic l ocal 
t elecommunications service of eac h company subjec t to 
this sec~ion shall be capped at the r a tes in effect on 
Ju ly 1, 1995, and such rates shall not be i nc reased pr io r 
to January 1, 2000 . However, the basic l oca l 
telecommunications service rates o f a local exchange 
telecommunications company with more than 3 mi llion basic 
loca l telecommunications service access lines in service 
on July 1, 1995, shall not be increased prior to January 
1, 2001. 

(b ) Upon the date of fil i ng its election with the 
commission, the rates for basic local telecommunications 
se rvice of a company that elects t o become sub j ect t o 
this section shall be capped at the rates in effect on 
that .date and shall remain capped as stated in paragraph 
( a ) • 
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(6) NONBASIC SERVICES.-Price regulation of nonbasic services shall 
consist of the following: 

(a) Each company subject to this section shall maintain 
tariffs with the commission containing the terms, 
conditions, and rates for each o f its nonbasic services , 
and may set or change, on 15 days' not i ce, the rate for 
each of its nonbasic services, except that a price 
inc rease for any nonbasic service category shall not 
exceed 6 percent within a 12-month per iod until there is 
anothe r provider providing local telecommunications 
service in an exchange area at which time the price for 
any nonbasic service category may be increased in an 
amount not to exceed 20 percent within a 12-month period, 
and the rate shall be presumptively valid. However, f o r 
purposes of this subsection , the prices of: 

1. A voice- grade, flat - rate, multi-line business local 
exchange service, including multiple individual lines, 
centrex lines, private branch exchange trunks , and any 
associated hunting services, that provides dia l tone and 
local usage necessary to place a r.all within a local 
exchange calling area; and 

2. Telecommunications services provided unde r contract 
service arrangements to the SUNCOM Network, as defined in 
chapter 282, 
shall be capped at the rates in effect on July 1, 1995, 
and such rates shall not be increased prior to January 1, 
2000 . . . 

364 . 163 Netwo~k ace••• ••rvic••·-

For purposes of this section, "network access serv ice" is 
defined as any service provided by a local exchange 
telecommunications company to a telecommunications 
company certificated under this chapter or licensed by 
the Federal Communications Commission to access the local 
exchange telecommunications network, excluding the local 
interconnection arrangements ins. 364.16 and t he resale 
arrdngements ins. 364 . 161. Each local exchange 
telecommunications company subject to s. 364. 05 1 shall 
maintain tariffs with the commission containing the 
terms, conditions, and rates fo r each o f its network 
access services . 
(1) Effective January 1, 1999, the rates for switched 
network access services of each company subject to this 
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section shall be capped at the rates in effect on January 
1, 1999, and shall remain capped until January 1, 2001 . 
Upon the date of filing its election with the commission, 
the network access service rates of a company that elects 
to become subject to this section shall be capped at the 
rates in effect on that date and shall remain capped fo r 
5 years . 

Section 364.052, Florida Statutes, states that after July 1, 
1996, a company subject to this section electing to be regulated 
pursuant to section 364.051, Flo rida Statutes, will have any 
ove rearnings attributable to a period prior to the date on which 
the company made the election subject to refund o r othe r 
disposit i on by the Commission . Staff plans to review the earnings 
o f Northeast up thr ough February 8, 1999, to determine the need fo r 
disposition of any overearnings . 

In light of the statutory requirements , staff recommends that 
wi th Northeast's election of price regulation effective February 9 , 
1999, its basic local telecommunications service rates should be 
capped effective February 9, 1999. The ra t es for protected non
basic services should be capped at the rates in effect on July 1, 
1995 . Network access services should be capped effective February 
9, 1999. 

ISSQE 2 : Should Northeast ' s proposed tariff filing to introduce 
Cus tomized Code Restriction with Personal Identification Number, 
Six-Way Calling , Caller ID with Call Waiting, and Anonymous Cal l 
Rej ection be approved effective April 1, 1999? 

RECOHMENPATION ; Yes . Northeast's proposed tariff filing to 
int roduce Customized Code Rest r iction with Personal Identification 
Number , Six-Way Calling, Caller ID with Call Waiting, and Anonymous 
Call Rejection should be approved effective April 1, 1999. 
(Barrett , Brookina) 

STAFT ANALYSIS ; On January 15 , 1999, Northeast filed a tariff 
(T-99-0031) which offers enhancements to existing c ustom calling 
services and also offers select new ones. The tariff introduc ed 
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Cust omized Code Restrict ions with Pe r sonal Identification Number 
(PIN), Anonymous Call Rejection, Caller ID with Call Waiting, and 
Six-Way Calling . The tariff a lso deleted a service offering 
entitled Wake-Up Service. Staff notes that there are no current 
subscribers to the company' s Wa ke-Up Service . 

Customized Code Restrict i ons with PIN is an enhancement o f an 
t xisting custom c a lling feature. The new product allows customers 
who subscribe to the Customized Code Restrictions feature to 
override the restricted codes on a per- call basis. An additional 
rate per month ($0 .50 ) is proposed for Customized Code Rest rictions 
with PIN . 

Anonymous Call Rejection is a feature which allows subscr ibers 
to automatically re ject signals from calle r s who have blockec 
delivery o f their telephone numbers to the called party. This is 
a new se rvice offering. 

Caller ID with Cal l Wa i t i ng is an enhancement o f Caller I O. 
This feature allows subscribers the ability to receive informat i on 
about the calling par t y while on an existing call. The calling 
identifica tion data o f the waiting call is displayed on the 
cus tomer ' s display device. The new Caller ID with Ca ll Waiting 
feature replaces the (stand-alone) Cal l Waiting opt ion for e xi sting 
Caller ID s ubscr i bers. There i s no c hange in the rate per month 
for the current Caller ID subscribers who have the Call Wa iting 
opt.ion. The only change is that the serv ice offering will be 
bundled as one feature rather than as a feature (Calle r I D) with an 
option (Call Wait i ng). 

Six-Way Calling is a new feature which allows the 
es tablishment of multi- party connections, o r calls , to as many as 
six (6) parties. The total charge f o r the conference is the sum 
o f: 

1) The point- to- poi nt usage charge for each called 
connect i on and; 

2) The monthly recurring fee for the Six-Way Calling feature. 

The Six-Way Calling feature is priced at t wo (2) times the exi sting 
rate for the Three-Way Calling feature, or $7 . 00/Month ($3 . 50 X 2). 

The deleted Wake-Up Service was an Jption that allowed 
te lephone subscribers t o establish an in-coming signal (ring) at a 
pre-determined time . This feature has no subscriber s, and staff 
believes there are no prospects for subsc r ibers i n the foreseeable 
f uture. 
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Staff believes the enhancements and new s ervice offer ings 
complement the ancillary custom calling fea tures currently 
avai lable f o r Northeast subscribers. Northeast filed supportive 
ma terial whic h projects the estimated annual revenue impact for 
each of the new services. Upon review o f the annual revenue impact 
in formation provided by Northeast, staff estimates annual revenue 
attributable to this tariff action to be S 16,050, and be lieves 
tha t these estimate~ are reasonable. The company's June 30 , 1998 , 
earnings surveillance report i ndicates t hat Northeast had an 
achieved Return on Equity (ROE) o f 13. 72%. This tariff filing 
should raise i ts ROE by 0 . 32% , bringing its ROE to 14 . 04%, wh ich is 
below their authorized ceiling of 14 . 4\ ROE. This in fo rma tion is 
summarized in c hart f orm in Attachment B. 

Staf f notes that Nor theast was under rate-of-return regulation 
on the date this tariff was filed (January 15, 1999). The docke t 
associated with this tariff filing (Docket No. 99012 6-TL) was 
ope ned prior to the Company ' s filing t o elect pr ice regulation. 
The t ar i ff docket was set for review by the Commission f or the 
March 16, 1999 , Agenda Conference. The Company requested an 
effective date o f April 1, 1999, for t he tariff provisions. 

For the reasons explained above, staff recommends that 
Northeast's proposed tariff filing t o introduc e Customized Code 
Res trict ion with Personal Identification Number, Six-Way Calling , 
Caller ID with Call Waiting, and Anonymous Call Rejec tion should be 
approved effecti ve April 1, 1999. 

ISSQI 3; Should these dockets be closed? 

BECQHHENPATIQN; Yes . With the Commission' s approval o f s taff's 
recommendation in Issue 1, Docket No. 990152-TL s hould be closed. 
If , after reviewing the company's prio r period earnings , the sta ff 
believes Northeast experienced overearnings, then staff will open 
a new docket . With the Commission's approval of staff's 
recommenda tion in Issue 2, the tariff should become effective on 
Apr il 1, 1999. If a protest is filed within 21 days from the 
issuance date of the Order, the tariff should remain in effect with 
any revenues held subject to refund, pending resolution of the 
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protest. If no timely protest is filed , Docket 990126-TL should 
also be closed . (NIL.LER) 

STAfF AN&LXSIS : With the Commission's approval of staff's 
recommendation in Issue 1, Docket No. 990152-TL should be closed. 
If, after reviewing the company's prior period earnings, the staff 
believes Northeast experienced overearnings, then staff will open 
a new docket . With the Commission's approval of staff's 
recommendation in Issue 2 , the tariff should become effective on 
April 1, 1999. If a protest is filed within 21 days from the 
issuance date of the Order, the tariff should remain in effec t with 
any revenues held subject to refund, pending resolution o f the 
protest . If no timely protest is filed, Docket 990126-TL should 
also be closed. 
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