
I 

I 

I 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Investigation i nto the 1990 
earnings of QUINCY TELEPHONE COMPANY . 

DOCKET NO. 910461- TL 
ORDER NO. 249~0 

ISSUED: 8/20/91 

The following Commissioners participated in the disposi tio n of 
this matter : 

THOMAS M. BEARD, Chairman 
J . TERRY DEASON 

BETTY EASLEY 
MICHAEL McK. WILSON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER ACCEPTING QUINCY TELEPHONE COMPANY' S 
PROPOSAL TO PARTIALLY DISPOSE Of ITS 

1990 AND 1991 OVEREARNINGS 

BY THE COMMISSION : 

NOTICE is hereby given by the Florida Public Service 
Commission that the action discussed herein is preliminary in 
nature and will become final unless a person whose i nterests are 
adversely affected files a petition for a formal proceeding , 
pursuant to Rul~ 25-22 . 029 , Florida Administrative Code. 

By Order No. 22367 , i ssued January 3 1 1990, this Commission 
required Qu i ncy to take tho following actions: a) impleme nt 
county-wide EAS in Gadsden County ; b) to implement a S. 2 5 per 
message rate for calls to Tallahassee; c) to reduce loca l 
residential rates from $11 . 34 to $9. 50 per month ; and d) to 
establish a deferred credit to allocate an approximate $600,000 
surplus rosul ting from Quincy ' s bill and keep. This deferred 
credit will be utilized to increase local revenues at a rate o f 
$200,000 per year for the years 1991, 1992 and 1993 . The actions 
required by Order No. 22367 wore designed to meet Quincy ' s needs 
for EAS to Tallahassee a nd to target Quincy ' s 1991 earnings at its 
a uthorized return on equity (ROE) midpoint of 12.9\ by reducing 
revenues approximately $1,054,000 annually. Each of the items has 
been implemented and we have closely monitored the results and 
Quincy's earnings. In the fall of 1990, we became aware of an 
unexpected increase in Quincy's Universal Service Fund revenue for 
199 1 and ordered a further reduction of approx J.mately $90, ooo 
annua lly in local residential and business rates by Order No. 
24011, issued January 22 , 1991. 
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Two events have subsequently occurred which will have a 
significant impact on Quincy's earnings . Fi~st , Qu i ncy has filed 
a depreciation study to be effective January 1, · 19~~C.in ~hich the 
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Company reques t s an increase of $258,4 00, i n i ntrasta t e 
depreciation expe nse. Second , the calling volume to Tallahassee 
has increased beyond our expectations, result i ng in revenu es of 
$416,000 annually above our or i ginal estimates. Based on our 
review of Quincy ' s current budget and the two events liste d above, 
we believe that Quincy will experience overearnings in 199 1 and 
the reafter. We bel ieve ongoing rate reductions are nece=sary to 
target Quincy 's earnings at its authorized ROE midpoint of 12 . 9\ . 

On July 10 , 1991, Quincy filed a proposal to address i ts 1990 
and 1991 estimated overearnings, its depreciation needs and the 
need for ongoing rate reduc tions. Quincy Te l e pho ne Company ' s 
proposal, in partial resolution of the issues i n this docket, is as 
follows : 

Proposal No . 1 : 

Proposal No . 2 : 

Propos al No. 3 : 

Proposa l No . 4 : 

Proposal No. 5 : 

The Compa ny proposes to use $172 , 821 
(intrastate) plus interest of $7,14 6 of 1990 ' s 
earn i ngs i n excess of its authorized ROE maximum 
of 1 3 . 9\ , to write off specific de preciation 
reserve deficits as of 12/31/90, subject to 
final approval in Docket No. 910565- TL . 

The Company proposes to record $150 , 000 of 1991 
earn i ngs in an unclassif ied intrascate res~rve 
account to be used to offs et additional def icits 
o r amortization schedules r esult ing from Docket 
No . 910555- TL . 

The Company proposes tha t, if the final t r ue -up 
of its 1990 earnings results in a dditional 
o verearnings of more than $15,000 , that amount 
wil l be added to the unclassified r eserve 
account in Proposal No. 2 . 

The Company proposes that any cha nge in 
depreciation authorized in Docket No. 910565- TL 
will be e ffective January 1, 1991. 

The Company proposes to reduce i t s intra LATA 
toll rates a nd c hange the time of day periods 
and d iscounts effective SPptember 1, 199 1, as 
follows : 
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Rate Cha nges : 

11-22 miles 
23-55 miles 
56-124 miles 
125-292 miles 

Initial 
Minutes 

.28 

.40 

. 51 

.58 

f[~S~Dt e~:oposed 

Add ' l Initial Add ' l 
Minutes Minutes Minutes 

. 16 . 16 .14 

. 28 .24 . 2 2 

.37 . 24 . 22 

.39 .24 . 22 

Time of Day and Discount Changes: 

Present 

M - F SATURDAY SUNDAY 

Day 8Al1-5 PM Full 60% 60% 

Evening 5 PM - 11 PM JS t 60; 3S% 

Night 11 PM - 8 AM 60\ 60t 60\ 

Proposed 

M - F SATURDAY SUNDAY 

Day 8 AM- 5 PM Full sot 50% 

Evening 5 PM - 8 PM 20% 50% SO% 

Night 

Proposal No. 6 : 

Proposal No . 7: 

Proposal No. 8: 

8 PM - 8 AM sot sot 50% 

The Compa ny proposes to reduce its BHMOC rate 
from $4. 93 to $3.70 effective September 1, 
1991 . 

The Company proposes to reduce the message 
rate for calls from Quincy to Tallahassee from 
$ . 25 per call to $.20 ~er call , effective with 
calls billed in the· october 25, 1991, billing 
c ycle. Calls from payphones would stay at 
$.2S. 

The Company proposes to utilize the deferred 
credit established by Order No . 22367 to 
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increase local revenues on the following 
schedule, rather than on the original cchedule 
of $200,000 per yea r from 1991 through 1993. 

1991 
1992 
1993 
1994 
1995 

Amount 

$200, 000 
$200,000 
$135,000 
$ 70 , 000 
Remainder 

We fi nd the Company ' s proposal, as modified herein, to be 
in the best interest of the ratepayers and, therefore, accept ic. 
We tind Quincy ' 5 proposals 1, 2 , 3, 4, 6 , 7 , and 8 appropriate ;and 
hereby approve them. However, we find it appropriate to modify the 
proposal 1n paragraph 5 concerning changes in the time of day and 
discount periods as follows: 

Proposal No. 1 Quincy filed its preliminary 1990 
surveillance report in March 1991 . Based on our ini tial rev iew of 
the surveillance report, Quincy's earnings above its uthorized 
maximum ROE of 13.9t for 1990 are approximately $.73 ,000. 
Interest on this amount for 1990 is $7,146. The Company has filed 
a depreciation study in Docket No. 910565-TL. The Company has 
identified deficits in certain accounts and now proposes to apply 
its 1990 excess earnings to eliminate or reduce the deficits in 
these accounts. We believe that reducing these deficits as quicKly 
as possible is an appropriate use of the prior year ' s overearnings. 
However, we wish to reserve the right in Docket No . 910565-TL to 
reclassify these amounts to other accounts if we believe that 
deficits do not exist in the accounts which the Company has 
proposed . Therefore , we find it appropriate to accept Quincy ' s 
first proposal . 

Proposal No. 2 - Based on our estimate of Quincy's earnings 
for 1991, we expect the Company to exceed its authorized maximum 
ROE of 13 . 9t for the year. The Company is proposing prospective 
rate reductions to reduce its earnings in the fu ture; however, we 
believe that it will still exceed its maximum for 1991. Therefore, 
we believe that additional action r e lative to Quincy's 1991 
earningo is appropriate at this time . Based on the depreciation 
study filed by the Company i n Docket No. 910565- TL, significant 
deficits exist in Quincy ' s plant accounts. Even with t he action 
proposed in Proposal No. 1 above , large deficits totaling 
approximately 5900 , 000 for the total company continue to exist and 
wi 11 have to be recovered. We have not conducted an in depth 
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review or t he depreciation s tudy a t this time. However, we do 
believe that some deficits may ex i st. We bel i e ve that it is 
a ppropriate and prude nt to place the $150,000 aside in a n 
unclassified i ntrastate depreciation r eserve account and to use 
that amount t o hel p offset any defic its or amortization sche dules 
t ha t are fi nally identified i n the depreciation docket . Therefore , 
we find Quincy ' s second proposal appropriate. 

Proposal No. 3 - Qu i nc y proposes that if any additional excess 
earnings o ve r $15,000 for 1990 are i dentified in the final true-up 
for 1990, that the amount be added to the unc lassified reserve 
established in the second proposal. It has been this Commission's 
practice in recent overearn i ngs dockets to conduct a pre liminary 
calculation of earnings and a final true-up of earnings based upo n 
the final coat study , the staff audit a nd any j ssues raised by 
intervening parties. If the fina l true-up is in e xcess of $15,000, 
then additional disposition of the money is made. If the final 
true-up is less than $15 ,000 or is a negative a mount, then that 
amount is treated as part of the c urre nt year ' s earnings . Quincy ' s 
proposal is consistent with past practices of this Commission. 
Ther efore, we find it a ppropriate to accept Quinc y ' s third 
proposal. 

Proposal No. 4 Quincy proposes tha t a ny change in 
depreciation a uthorized in Docket No . 910565-TL be made ef1ect i ve 
January 1, 199 1 . The Company filed its depreciation stud} in May 
of 1991 . Based on our Rules, the Company may request an effect ive 
date for new depreciation r ates as of the beginning of 1991. The 
Company has already requested a n effective date of January 1 , 1991 , 
in the depreciation doc ket. Therefore , we find Quincy's four th 
proposal appropriate . 

Proposal No. 5 - Quinc y has proposed c hanges in its i ntraLA'f;. 
toll rates and in the discounts a nd time of day periods for its 
intraLATA toll calls . Quincy has proposed implement i ng its 
n ight/weekend rates from 8 PM to 8 AM each weekday and for the 
e ntire weekend. Currently , the night/weekend pe riod does no t begin 
unt il 11 PM eac h night and does not appl y to calls made o n Sunday s 
fro m 5 PM to 11 PM. The Company ' s proposal would both simplify the 
time of day discounts and would a llow customers the benefi t of the 
lower night/weekend rates beginning at 8 PM rather than 11 PM. The 
Company ' s propos al would a pply to all intraLATA calls. We believe 
that the simplification a nd the earlier n ight/weekend discounts 
would be beneficial to the c us tomers. However, d i scussions with 
the Company i nd i c a t e that Qu i nc y is considering seeking a c hange in 
LATAs . We believe that implementing these c ha nges in the t imes of 
day a t this time could lead to more customer. confusion if Quincy 
t hen c ha nges LATAs, since i nterLATA discount periods are diffe rent 
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now proposes to utilize the defer red credit to increase local 
revenues in a declining manner. We believe this is reasonable as 
it will allow the Company to absorb this loss in a more gradual 
manner , rather than having its earnings decline by $200,000 
annually at the e nd of 1993 . Therefore, we find it appropriate to 
accept Quincy ' s eighth proposal . 

We believe the overall effect of Quincy's proposal will be to 
retarget its earnings at its authorized ROE midpo i nt. We also 
recognize t hat the proposed reductions may resul t in additional 
stimulation. Therefore , we will continue to closely monitor the 
results of the proposed actions a nd will take further action if 
necessary. In summary, we find Quincy ' s Proposals Nos . 1 , 2 , 3, 4, 
6, 7 and 8 to be in the best interests of the ratepayers and hereby 
accept them . We also accept Proposal No . 5 with the modification 
set forth here i n. 

A final true-up of 1990 ' s earnings will have to be completed 
to allow our staff to complete its a udit and to allow intervenors 
the opportunity to pursue discovery and any adjustments . The 
Company shall file tariffs to implement these rate changes by 
August 26, 1991. Also, the company shall provide a bill stuffer 
informing customers of these rate c hanges in the first b · lling 
after this Order becomes final . 

Based on the foregoing, it is, therefore, 

ORDERED by the Florida Public Ser vice Commission that Qu i ncy 
Telephone Company's proposal to partially address its 1990 and 1991 
overearnings is hereby approved with the modifications set forth 
herein. It is f urther 

ORDERED that this action s hall become final if no protest is 
received within the time frame set forth in the Notice of Further 
Proceedings below. It is further 

ORDERED that Quincy Telephone company shall file tariffs to 
implement these rate changes by August 26 , 1991. It is further 

ORDERED that Quincy Telephone Company shall provide a bill 
s tuffer to its customers explaining the rate change~ in the first 
billing after this Order becomes fi nal. It is further 

ORDERED that this docket s hall remain open until all of Quincy 
Telephone Company ' s 1990 and 1991 o verearnings are disposed of . 
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By ORDER of the Florida Public Serv ice Commission , this 20th 
d a y of AUGUS T 1991 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

{SEAL) 

SFS b~ Kt. ~ ~ .,._._/ 
le~ u of Records 

NOTICE OF FURTHER PROCEEDINGS OR JUPICIAL REVIEW 

The Florida Public Service Commission is required by Section 
120 . 59(4) , Florida Statutes , to notify parties of any 
administrative hean.ng or judicial review of Commission orders that 
is available under Sections 120 . 57 o r 120 . 68, Florida Statutes , as 
well as the procedures and time limits that apply. This no tice 
should not be construed to mean all requests for an administrative 
hearing or j udicial review will be granted or result in the relief 
sought. 

The a c tion proposed herein is preliminary in nature and will 
not become effective or final, except as provided by Rule 25-
22.029, Florida Administrative Code . Any person whose substantial 
interests are a fccted by the action p r oposed by this order may 
file a petition for a formal proceeding , as provided by Rule 25-
22 . 029 {4), Florida Administr a tive Code, in the form provided by 
Rule 25- 22.036(7)(a) and (f) , Florida Admin istrative Code. Th is 
petition must be received by the Dir ector , Division of Records and 
Reporting a t h is office at 101 East Gaines Street , Tallahassee, 
Flor ida 32399-0870, by the close of business on 

9/10/91 

I n the absence of s uch a petition, this order s hall become 
effect i ve on the day subsequent to the above date as provided by 
Rule 25-22 . 029{6), Florida Administrative Code . 

Any objection or protest filed in this docket before the 
issuance date of this order is consider ·ed abandoned unless it 
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satisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this order becomes final and effective on the date 
described above , any party adversely affected may request judicial 
review by tho Florida Supreme court in the case of an electr i c , gas 
or telephone utility or by the First District Court of Appeal in 
the case of a water or sewer utility by fi l i ng a notice of appeal 
with tho Director, Division of Records and Reporting and filing a 
copy ot the notice of appeal and the filing fee with the 
appropriate court. Th is filing must be completed within thirty 
(JO ) days of the effect1ve daee of this order, pursuant t o Rule 
9.110, Florida Rules of Appellate Procedure. The notice of appeal 
must be in the form specified i n Rule 9.900(a), Florida Rules of 
Appellate Proc edure . 
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