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BEPORE THE FLORIDA PUBLIC SBRVICB COIDIISSIOH 

In re: Petition by 597 prefix aut.criber• ) DOCitBT MO. 900913-TL 
for extended area •ervice troa Indiantown ) ORDIR MO. 24607 
Exchange to Stuart Exchange ) ISSUED: 6/3/9 1 ______________________________________ ) 

The following Ca.aissioner• participated in the disposition of 
this aatter: 

BY THE ~SSIOH: 

J. TDRY DIUOif 
BB'rl'Y DST~ 

GDA.LD L. Gt1ftlll 
KICJIAII. llalt. WILSON 

NOTICE is hereby qiven by tba Plorida Public Service 
co-ission that the action 4iiiCUaaed barein i• preliainary in 
nature and will becoae final unl ... a peraon wba.e intere•ts are 
adversely affected filu a petition tor a toraal proceedinq, 
pursuant to Rule 25-22.029, Florida Adldnistrative Code. 

This docket vas initiated pursuant to a petition filed with 
this eo-ission on behalf of 154 .w.cribers in the Indiantown 
exchange. The petition requuted that we consider requirinq 
i.pleaentation of extended area aervice (BAS) between the 
Indiantown exchange and the Stuart exchange. The Indiantown 
exchange is served by Indiantown Telephone Syst-, Inc. 
(Indiantown) and the Stuart excbanqe i• •erved by Southern Bell 
Telephone and Teleqraph COIIp&lly (SOUthern Bell). Both of the 
exchanqes are located in Martin County and lie in the Southeast 
LATA (local access transport area) • 

By Order Mo. 23878, i•sued Deceaber 13, 1990, we directed the 
coapanies involved to conduct traffic studies between these 
exchanqes to deteraine whether a sufficient co.aunity of interest 
exists, pursuant to Rule 25-4.060, Plorida Adainistrative Code. 
The coapa.nies were to prepare and sW.it the traffic studies to us 
within sixty (60) days of the issuance of Order No. 23878, Jlaking 
the studies due by February 11, 1991. 

DIIIHNT MJMBER-DAT£ 

05516 JUN-3 • 
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Each of the involved excbanqu currently baa EAS aa follows: 

Exchanae 

Indiantown 

Stuart 

Accay Linea 

2,!506 

40,98!5 

lAB CAllina Scope 

•one 
Robe Bounc1, 
Jenaen Beach, 
Port St. Lucie 

The d-oqraphica of the areas invo1 e in thia BAS request are 
described below. 

The Indiantown exchange ia prJ..arily a apar .. ly populated 
rural area, aainly 19%'icultural in character. Indiantown is on the 
threshold of aore growth than the past ctecadu have seen. Several 
industrial concerna, aucb aa Bay state llilling coapany, Bterna Roof 
Tiles, Inc., and Taapa Para service, Inc. have recently aoved to 
Indiantown. In addition, caulltina Grove operates a large plant 
which produces orange juice concentrate, and Florida Power and 
Light operates two foasil fuel planta on the outakirta of the 
exchange. 

stuart is the county aut of Martin COUnty and offers aedical 
facilities, profuaional aervioea, retail utabliahaenta, and 
educational and entertairment opportunitiu which are unavailable 
in Indiantown. Indiantown ruidenta conduct 110st of their 
co-ercial activitiea in Stuart, ai.nce Indiantown has not yet 
reached a sufficient level of population to support aany retail or 
service outlets. Students living in Indiantown attend the South 
Fork schools once they progress beyond the eighth grade. This 
school coaplex ia located in the Stuart exchaft9e. Martin county 
goverJUiental offices are located in the Stuart exchange, aa well. 

current basic local service rates for the exchanges involved 
i n this EAS request are shown below. 
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IMIC L0QL lADS 

Indiantown 

R-1 
B-1 
PBX 

$ 5.05 
11.49 
30.00 

DISCPSSIOI 

Il-l 
B-1 
PIX 

Stuart 

$ 8.80 
23.85 
53.61 

By order No. 23878, Indiantown and 8oUtbem Bell were directed 
to conduct traffic •tudi• on tba ucbanc)ea affected by the 
petition to deteraine if a IIUffioient oc anity of interut exista 
pursuant to Rule 25-4.060. ror the .. atudi .. , we requuted that 
the coapanie• -•ur• the ••••.,_ per •in and equivalent uin 
s tation per 110ntb (11/11/11) and~ of .ubecribers II&Jtinq two 
( 2) or aore colla 110ntbly to the exabang• for which BAS was 
pr oposed. 

The reaulta of the traffic stu41• indicate that the calling 
rates between these excbang• are u follows: 

Indiantown -
Stuart 
(collbined) 

Indiantown -
stuart (business) 

I ndiantown -
stuart 
(residence) 

"'"'" 
11.12 

16.67 

9.37 

JIAIING 2 
OR MORI CAIJ,S 

57t 

43\ 

62\ 

Rule 25-4. 060(2) (a) requires a ainlaua of 3. 00 M/M/Is, with at 
least titty percent (50t) of the exabanqe subscribers aaking two 
(2) or aore calls per 110ntb, to quality for nonoptional lAS . As 
the trattic studies above ahov, ~ calling rates between these 
exchanges tar exceed the •int.wa requir ... nt• under our Rule. 
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Accordinqly, we find it appropriate to require Indiantown to 
survey its subscriber• for iapl ... ntation of flat rate, 
nonoptional, two-way callinq between the Indiantown and Stuart 
exchanqes, under the 25/25 plan w~th reqroupinq. With this plan, 
both residential and buainesa aubac.ribera are cha.rqed two additives 
above their standard aonthly rate~. Tbe 25/25 additive ia twenty­
five percent (25') of the rate 9&. 0Up acbedule for the nWiber of 
access linea to be newly included i n the exchange'• callinq acope. 
The reqroupinq additive ia the dif( r enee in ratea between the 
exchanqe's oriqinal rate qroup and the new rate qroup into which 
the exchanqe will fall with ita expanded callinq acope. The rates 
at which the Indiantown cuatcmera aball be aurveyed are aa follows: 

CU~~tt2ml[ kY[I:.Dt 25/25 Bearsmg.i.og H•lt BAtl 
ClASS BAY ldsU.tiu MditiD 

R-1 $ 5.05 $1.80 $2.15 $ 9.00 

B-1 11.49 4.23 5.41 21.13 

PBX 30.00 8.45 3.80 42.25 

Under this callinq plan, the Indiantown and Stuart exchanqes would 
receive toll free callinq to and froa each other. Rate• for the 
stuart exchanqe wou~d not increa .. ; therefore, the Stuart 
subscribers are not included in the aurvey. 

The 25/25 plan is dependant on the exiatence of rate qroups 
because the for11ula aakes use of the differential between rate 
groups to develop new BAS rat••· Since Indiantown has only one 
exchanqe, the Company ha• not developed rate groups. To be 
consistent with previous EAS docketa, we find it appropriate to 
employ the 25/25 plan in thi• docket. In developinq reasonable 
r ates, we considered applyinq the 25/25 formula to the rate qroups 
of e i ther southern Bell or United Telephone Company of Florida 
{United) . 

In settinq reasonable rate•, we had two objectives: (1) to 
develop rates which are not unacceptably biqh from the perspective 
of the subscribers; and (2) to ensure the Company a reasonable 
level of cost recovery. Applyinq the 25/25 formula to Southern 
Bell's rate qroup• would result in a local service rate for R-1 
subscribers of $10.50, an increa•• qreater than 100,. Applyinq the 
25/2 5 f ormula to United'• rate group• re•ult• in an R-1 rate of 
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$9.00, an increase ot 78t. Although the percentage increa .. under 
either scenario aay .... high, it ~ould be noted that Indiantown 
subscribers would experience a .. venteen-told increase in their 
calling scope (froa 2,506 access lines to 43,491 access lines). 

In previous dockets in which the calling rates juatitied 
implementation ot flat rate BAS, ve have ordered that the 
respective local exchange COIIINlJliU (LICa) not be allowed to tully 
recover their coata beoauae tbia VOU44 reault in unacceptably high 
local rates. Thia reaulta froa the aiqnificant IUIOunt of lost toll 
revenue as well as the coat of additi 1 facilities (priaarily 
switching and t.runking). lfonethelua, ve have ordered aurveys 
without full cost recovery in auch ca- becauae the co-unity ot 
interest, as deaonatrated by calling volu.es, vas great enough in 
each case to warrant iapleaantation of flat rate !AS. 

Although we find that lOOt coat recovery ia not necessary, we 
also find that substantial coat recovery ia warranted in this 
particular EAS docket becauae of the uniqueneaa ot this co.pany. 
Indiantown Telephone Syata ia one of only two LECa in Florida 
whose entire territory ia aade up of only one exchange. The 
Company serves only 2506 acceaa linu. sources ot revenue tor the 
Company are very liaited. r.pl..entation ot flat rate BAS without 
substantial cost recovery would quickly put the Coapany in an 
underearnings position. One percentage point (lt} on equity tor 
this Company is approxiaately $30,000. Since the annual toll 
revenue on the Indiantown/Stuart route is in excess ot $175,000, it 
is clear that the eo.pany•s earnings could tall sharply without 
substantial cost recovery. 

We find that the rates developed by applying the 25/25 toraula 
to united's rate groups are the beat coaproaiae between keeping 
rates at a reasonable level, vbile still allowing substantial cost 
recovery for the Coapany. The new R-1 rate of $9. 00 coapares 
favorably with the R-1 rate of $8.80 paid by Stuart subscribers 
(served by southern Bell). Tbia rate also allows the Coapany to 
recover all but approxi.Jiately $750-$800 per aonth ot the lost toll 
revenue. The $10.50 rate developed by applying the 25/25 toraula 
to southern Bell's rate groups would recover aore than lOOt ot the 
lost toll revenue. 

The 25/25 additives shown above were derived by first 
calculating the additional calling scope tor the Indiantown 
exchange. The number ot access lin•• by which the calling scope 
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will increase is at.ply the nuaber of access linea in the Stuart 
exchanqe ( 4 o, 985) • This nuaber of access lines was then applied to 
United's rate qroup schedule. The additional calling scope would 
fall into rate qroup 2. With the addition of 40 1 985 aoo••• lines 
to the current callinq scope in the Indiantown exchange (2,506), 
the new totals would be 43 1 491 1 which would reqroup to United's 
rate qroup 2. 

The existing rates 1 proposed rates 1 and expected ~avenue 
increases are shown below: 

IIIUANTOWN - SIUAAT W 
SERVIU ~!.!HOMW P.BU£to: !Balm£D IEB£6~£ ADDED BUENUE 

R-1 1906 s 5.05 s 9.00 s 3.95 $7,528.70 

B-1 550 11 .49 21 . 13 9.64 5,302.00 
PBX so 30 .00 42 .25 12 .25 612.52 

TOTAL $13,443.20 

The traf t ic studies filed in this dooltet report the toll 
revenue dur i nq t he period of the study. Indiantown reports monthl y 
toll reve nue on the Indiantown-Stuart route of $14,357.43 t or 
direct di aled calls. An additional $1 1 735.28 in revenue b 
reported t or operator-handled calls on this route. That fiqure 
i nc ludes both toll oharqes and operator oharqea. 

I n ca lculating the lost toll revenue froa iapleaentation ot 
tlat rat e EAS, ther e are two additional factors to be considered: 
access charges and iapact on operator-handled calls . Indiantown 
pays t ermi nati ng ace••• cha~•• to Southern Bell on calls fro• the 
Indiantown exchange to the Stuart exchanqe. Siailarly, Southern 
Bell pays terminating ace••• charges to Indiantown for calls in the 
other di r ection . southern Bell's terainating access rate is lower 
than t hat ot I ndiantown; however, aubatantially more call• f low 
from the Indiant own exohanqe t o the Stuart exohanqe t han i n t he 
reverse direction. In a inutea of use, for the period ot t ha 
tra!! io study, southern lall terainat.S approxiutely 67t 11ore 
minut th n did Indiantown tor rattio on hil ou •· Wha hi1 
m nn Jo hn I n tan n•• 10 1 • n11 wUl bl uo •or• han 
It ntw ,., r v nut 1 t hi e ltn 11 j 1 • n d . W• hav• oaloula ed 
111~ nnv l nv~e t o Jnd jan own ap aci ly t 114 P• • n h. 
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As to the i 11pact on operator-handled calla, we believe that 
the majority ot the .. calla will at.ply be dialed aa seven diqit 
l ocal calls it EAS ia iapleaanted. Thus, tbe Coapany would lose 
both the toll revenue and the operator chaqe revenue on these 
calls. However, s oae ot tbeae calla would continue to be aade as 
operator-handled local calla becauae aa.e locations are restricted 
to O+ calling only. Therefore, Vbil all of the toll revenue would 
be lost on these calla, aoae portion c t the operator revenue would 
be retained. Yet, even that revenue y be in jeopardy, dependinq 
upon the outcome of Southern Bell-Indiant own n&(Jotiationa reqardinq 
operator charqea. 

Takinq into account theae additional factora, our proposed new 
rates would result in a revenue iapaot to Indiantown of between $0 
and $800 per aonth, or between $0 and $9,600 aMually. The 
expected costa to the Collpany, otber than lost toll revenue, 
include: the adc itional facilities necessary to convert the 
existing toll tra ffic to local traffic; the coat ot new 
directories; proqra.ainq coats; and the coat of ballotinq the 
customers. The additional facilities necessary are priaarily in 
the form of additional trunkinq and awitchinq costa. 

The company has eatiaated the expected coats of the additional 
facilities necessary at $36,900. other .. tiaated costa include: 
$8,000 for directories; $5,000 tor prOC)r-.inq; and $1,500 tor 
balloting. The facilities • coats would nor11ally be aaorti&ed over 
a 10 to 15 year pe.riod, reaultinq in an annual coat ot between 
$2,500 and $3 1 100. The proqr-inq and balloting coats would be a 
one-time expenditure. The ·directory expense would decrea .. after 
the initial coat ot providinq new directories. Accordinqly, our 
proposed rates should result in additional expense to the Coapany, 
i n the first year, ot up to $18,200, followed by additional expense 
of up to $ 5 ,000 in subsequent years. 

I nasmuch as the traffic studies in this docket reflect a 
sufficie nt community of interest to warrant illpl-entation of an 
alt e rnative to toll and the alternative tak .. into account the 
known costs to set rates, the coapani.. shall be relieved of 
conductinq the cost studie s requi red by Rule 25-4. 061 1 Florida 
Administrati ve Code. We shall als o waive Rule 25-4.062(4), Florida 
Admin istrative Code, which provides tor full recovery ot coats from 
the subscribers in the petitioninq exchanqe. 
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The subscribers in tbe Indiantown exchancJe shall be surveyed 
by the Co•pany within thirty ( 30) days of tbe date this Order 
becomes final. Prior to conductincJ the survey, Indiantown shall 
submit its explanatory survey letter and ballot to our staff for 
approval. 

If the survey passes by a sinple aajority of the custoaers 
surveyed, Indiantown and SOuthern ~•11 shall tben iapl ... nt the 
toll free calling plan between tbe In iantovn and Stuart exchanges 
within twelve (12) aonths of tbe issu ce date of our order on 
survey approval. By our requiriftCJ a st.iple aajority, we are hereby 
waiving the fifty-one percent (51t) favorable vote requir ... nt of 
Rule 25-4.063(5)(a), Florida Adainistrative COde. 

Based on the foregoing, it is 

ORDER.ED by the Florida Public service Ca.aission that the 
petition filed with this co .. ission on behalf of 154 Indiantown 
exchange subscribers is hereby approved to tbe extent outlined in 
the body of this Order. It is further 

ORDERED that if no proper protest is filecl within the tiae 
frame set forth below, Indiantown Telephone Systea, Inc. shall, 
within thirty (30) days of the date this order becoaes final, 
survey the subscribers in the Indiantown exchange for 
implementation of a flat rate, two-way, nonoptional extended area 
service plan that coaplies with the teras and conditions set forth 
herein. It is further 

ORDERED that Indiantown Telephone Syst .. , Inc. shall subait 
its survey letter and ballot to our staff for approval prior to 
their distribution. It is further 

ORDERED that certain rules as described herein have been 
waived for the reasons set forth in the body of this Order. It is 
further 

ORDERED that if the survey passes, tbe plan described herein 
shall be implemented by Indiantown Telepbone Systea, Inc. and 
Southern Bell Telephone and Telegraph Ca.pany within twelve (12) 
months of the issuance date of our Order on survey approval. It is 
further 
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ORDERED that the effective date of our action described herein 
is the first working day following the date specified below, if no 
proper protest to this Propoaed Agency Action is filed within the 
time frame set forth below. It is i'urther 

ORDERED that this docket shall r-in open. 

By ORDER of the Florida Publ e 
Jrd day of --~J~U~N~E~--------------

( S E A L ) 

ABG 

NOTICE OF FURTHER PRQCEEDIHGS OR JUQICIAL REVIEW 

this 

The Florida Public service co .. isaion is required by Section 
120.59(4), Florida Statutes, to notify parties of any 
administrative hearing or judicial review of Co.aission orders that 
is available under Sections 120.57 or 120.68, Florida Statutes, as 
well as the procedures and tiae li.aits that apply. This notice 
should not be construed to aean all requests tor an adainistrative 
hearing or judicial review will be granted or reault in the relief 
sought. 

The action proposed herein is preliainary in nature and will 
not become effective or final, except a s provided by Rule 25-
22.029, Florida Administrative Code. Any peraon whose substantial 
interests are affected by the action propoaed by this order aay 
file a petition for a formal proceeding, as provided by Rule 25-
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22.029(4), Florida Adainiatrative COde, in the fora provided by 
Rule 25-22.036(7)(a) and (f), Florida Adainiatrative Code. This 
petition must be received by the Director, Division of Recorda and 
Reporting at his office at 101 Bas~ Gaines Street, Tallahassee, 
Florida 32399-0870, by the close of business on 

June 2 1 1 9 91 

In the absence of auch a petit~'n, this order shall becoae 
effective on the day subsequent to the a ve date as provided by 
Rule 25-22.029(6), Florida Adainistrative 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 ia renewed within the 
specified protest period. 

If this order beco.ea final and effective on the date 
described above, any party actver .. ly affected aay requut judicial 
review by the Florida Supr- Court in the caae of an electric, gas 
or telephone utility or by the Firat District Court of Appeal in 
the case of a water or sever utility by filin<J a notice of appeal 
with the Director, Division of Recorda and Reporting and filing a 
copy of the notice of appeal and the filinq fee with the 
appropriate court. This filing aust be coapleted within thirty 
(30) days of the effective date of tbia order, pursuant to Rule 
9.110, Florida Rules of Appellate Proceclure. The notice of appeal 
must be in the fora specified in Rule 9.900(a), Florida Rules of 
Appellate Procedure . 
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the above-referenced docket, Vbicb 1• r acSy to be i••ued. 
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Attachllent 
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