FLORIDA PUBLIC SERVICE COMMISSION
Capital Circle Office Center ® 2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

MEMORANPRPUM
December 5, 1996

TO: DIRECTOR, DIVISION OF RECORDS ORTING (BAYO)
FROM: DIVISION OF COMMUNICATIONS ( INS) R}Tr

DIVISION OF LEGAL SERVICES (¢OX)WFC (wf
RE: DOCKET NO. OB3430-TL - PROPOSED TARIFF FILING TO

INTRODUCE CUSTOMER-SPECIFIC CONTRACT SERVICE ARRANGEMENTS
:r!:uﬁzm TELEPHONE SYSTEM, INC. (T-96-1028, FILED
11/26/96)

AGENDA: DECEMBER 17, 1996 - REGULAR AGENDA - TARIFF FILING -
INTERESTED PERSONS MAY PARTICIPATE

CRITICAL DATES: 30-DAY SUSPENSION DATE: DECEMBER 26, 1996
SPECIAL INSTRUCTIONS: S:\Psc\cuu\wr\NEINSSEIRRGE

DISCUSSION OF ISSUES

ISSUE 1: Should the Commission approve Indiantown's tariff filing
to introduce customer-specific Contract Service Arrangements?

RLCOMMENDATION: Yes, the Commission should approve Indiantown's
tariff filing to introduce customer specific Contract Service
Arrangements.

STAFF _ANALYSIS: On November 26, 1996, Indiantown Telephone System,
Inc. (the Company) filed a tariff to introduce customer-specific
Contractc Service Arrangements (CSAs). If approved, this filing
allows the Company to establish competitive rates uuder CSAs. CSAs
are developed on an individual case basis in lieu of existing
tariff offerings for specific competitive services when it can be
shown that there is a reascnable potential fo~ uieconomic bypass of
such services. Uneconomic bypass occurs when alternative service
arrangements are utilized by customers at prices below the
Company's tariffed rates but above the Company's incremental cost.
The Company requests CSA authority for the following existing
tariff offerings: Centrex, Charges Applicable Under Special
Conditions, Private Line Services and Channels. CSA authority was

originally established by the Commission for Mﬁ?iﬂlﬂfsﬁ% fied
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in Order No. 13603 issued August 20, 1984, and was subsequently
made available to other LECs as well. The Commission has approved
CSA authority for GTE Florida, Sprint-Centel and Sprint-United.

Indiantown's proposed tariff mirrors tariffs approved for
other LECs during past proceedings from 1984 to 1992. This filing
does not extend to the level of CSA authority in BellSouth's
recently approved tariff.

Order Nos. 13603 and 15317 (issued October 31, 1985)
established reporting requirements for all companies offering CSAs
(Attachment A). Companies were directed to file monthly reports
for the first year, and quarterly reports thereafter. Therefore,
Indiantown shall report the following information on the same
schedule:

1, A brief description of all new contract service
arrangements for the month.

2. The applicable rates, charges, and contract period
involved (if applicable).

3. The comparable tariff rates and charges for each
contract.

4. A cumulative total of the revenue generated by the

contract service offerings, as well as those of
the corresponding tariff rates.

5. The justification for this offering on a case-by-
case basis.

6. The number of CSAs requested, the number of CSAs
quoted, and the number of CSAs requested but
canceled by the customer or Company prior to a
price quotation. Also, the number of CSA offers
accepted, the number of CSAs rejected, and the
number of CSA offers expired.




DOCKET NO. 961430-TL
DATE: December 5, 19596

Staff recommends that the Commission approve Indiantown's
tariff f£filing to introduce customer-specific CSAs, so that the
Company will have the ability to prevent possible uneconomic bypass
of its services. Staff believes that the approval of this filing
will allow the Company to meet competitive offerings for the
specific services for which CSA authority has been requested.

ISSUE 23 Should this docket be closed?

RECOMMENDATION: Yes. If Issue 1 is approved, this tariff should
become effective December 26, 1996. If a protest is filed within
21 days from the issuance date of the order, this tariff should
remain in effect pending resolution of the protest. If no timely
protest is filed, this docket should be closed.

STAFF ANALYSIS; If the Commission approves the recommendation in
Issue 1, and no timely protest is filed, this docket should be
closed. If a protest is filed within 21 days from issuance of the
order, this tariff should remain in effect pending resolution of
the pgotest. If no timely protest is filed, this docket should be
closed.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION e |
In re: SOUTHEAN BELL TELEPMONE AND )  DOCKET NO. 840228-TL = "
TELEGRAPH COMPANY'S proposal for ) ' o e
Contract Service Arrangements. ; a_.;uun HO. ““:-:;‘ﬁ-t'.: _:__g_r% ;
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The following Commlssioners participated in the dupun.l.nngr'
of this matter: : "

= A GERALD L. GUNTER, Chaltman
JOSEPM P. CRESSE : o
4] KATIE NICHOLS Y

T _..
BY THE COMXISSION: . = ek 207 ORI %

On Juns &, 1984, Southern Bell Telephone and Telegraph
Cuun{ (Southern Bell or Company) filed revisions to its General
Subsceiber Becvice, Private Line Secvice and Access Secvice
Taciffs to Incorporate & provision  for = Contract BService =
Arcangements, The Company's T:apoud changes would allow it bioad J
discretion to negotiate individual contracts for telephone service |
at rates other than those contalned in its cariffs, in those |
{nstances wvhere the Company (faced Gthe Gthreat of uneconemic
bypsss, Upen reviev of the Company's filing, we find thatithe
fupnul Contract Becrvice Accangements should be approved with the
{mitation that they apply only te Private Line, .lnnul:_'_a;.n.u:%
facilities and l}é!‘.unn lines, “RGERE PRy v, JRE (T
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The desirabliity of allowing Local Exchange Companies (LECs)}
the option of using contractual or bulk rate discounta as a means
of responding to the threat of bypass in a competitive enviroument |
has previously been considered by this Commission, Order No. =
12765, lssued December 9, 198), In Docket No. 820527-TP, dealing
with intrastate access charges, we stated;

*We believe that the ability to contract or use '
bulk rate dlscounts with customers will allow -
the LECs greater flexibility in dealing with
market situations and should be permitied in =
order for ' LECs to remain  viable in
competitive snvirenment.' T R 55% B

We further found In Order WMo, 12763 that the use of spacia
contractual or bulk cates would be appropriate if it wer
determined that the loss of the contractual or bulk rate custom
vould *result in & greater revenue loss than providing the secvi
below embedded cost rates,*® We thus concluds that! the Company.is
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correct in its assessment of the current r.ed foricontract pticingis
flexibility in the ) competitive  marketplace, i Howevrr,: we ialso:
~ believe that the standacrdization of rates a goal which should®
' be  pursued ‘and ¥ thati®ithe  princ'ples™i o faitness _
: nondiscriminatory . tment embod.wu w:,lu_ “l? or .
should not be whol upplanted through. contri gotiat
. mest  the exigencies of ‘competition. In  appre h ]
' act rates for the services listed above, ve Wi
b Southern Bell to work toward ultimately developin
‘for large users. It is our view that alfter _ ,
exparience has been gained in the cospetitive market, contractuals
rates should evelve into a bulk discount or similar: offering;ute
be t:ﬂntlilll_ldull_ljh-lﬁ'ﬂlp’ : -llzgt'-‘(-' e



® @ ~»?

ORDER NO, 1501 o o
POCKET NO, 840228-TL ;i»ti
SHEET MO, 2 e Lt

£ Leachment &5 "}
i
_.gi

this Commission has authority to approve special concract
atrangements between a utllity and its customers pursuant to Rule
25-9.34(1), rlocida Administrative Code. However, under the
Contract Service Arcangements proposed by Southarn Bell, the '
Company will enter into and begin performance of the contract ]
without the prlor apptoval of the Commisslon. We agree with the
Company that this will glve it additlonal flexibllity and allow it = =
to respond more effectively to competitive conditlons., However,
we are concernsd that the Commission be kept apprised of the ©
effect of implementing this nev plan of rate negotlation. To that
end, wva will develop a monitoring program (for the Company's
contcact amecvice offecings and will expect the (fellowing ;
information teo be submitted on & monthly basis: "

1. A belef description of all nev contract service 0 v
arcangements for the month, ! 4

1. The applicable rates, charges and contract perled

involved (if applicablel], 3|
i ',:.
3. The comparable tarlf{ rates and charges [or each -.E
contract., g8 |
" 4, A cumulative total of the revenues genscated by )
contract service offerings, &8 wvall as those of the iR
corcesponding taclff rates. “hh
§. The Justification for this offering on & %l
case-by-case banls. o
In additien te the above, we will expect the Company to = =
provide, upon request, coat Informatlon aupporting the rates and =
charges for specific Contract Service Arrangements., Southern DBell =4 |
has expressed its belie. that this Information would be of a - ai
conflidential nature and that (ts divulgence might harm {ts .

competitive position among suppliers of communications services, "4
We belleve that the appropclate treatment of this information »=8
wvould be submission pursuant to Sectien J64,18), Florida Statutes, "
and Rule 13-22.06, rlorida Adminlstrative Code, dealing with
contfidential informatlion. This procedure should provide adequate

protection to the Company and At the same time allow the
Commission to make its necesmary evaluatfon of the contcact

services program,

As a means of establishing the (leor price for Contract
Service Arrangements, Southern MNell has proposed Lo use the
Resource Cost mathodology. Thia methedolegy, whleh produces
capital celased as well as noncapital coats associated with.
{avestment, would be used to determine the lowest possible price
at which a particular service would be offered, Alchough wve
recognize that this methodology has certaln inherent wveaknesases aJ
a tool for tepricing existing services, we belleve that In this
case involving prices for nev offerings it will be an adequate
analytical teol. s i EEE R ) Ui )

In ite flling, the Company pror.sed to include not only f 3
Private Line and Speclal Access aservices undur (ts Contract
Service Arrangements, but also PBX tcunks and WATS access lines.. 0
In addition, the Company ralssd tha issus of offering contracti
tates for Centrex lines. We .. not believe Ehat 1t would be:
appropriate 8o include PBX Trunks in the Contract Service
Arcangements since lhl{ constitute a link to'the loca) natwork and
as such are not facilitiea directly associated with the bypass
threat, As for Centrex sarvice, we will not conalder: the
If!lﬁﬂriltlnlll of contract rates at this time, If the C 2
vishes to make this proposal, it should do.ln*Q A separ
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ORDER NO. 11601
DOCKET HO. B40228-TL
SHEET NO. 1)
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In approving contract vcates for Private Line GSecrvices,
special Access facilitles and WATS access lines, we do so with the
intention that they basically apply to end usecs of Southecn Bell B
services. It is this group and not othear common carriers (OCCs) =
vho will ronsider the potential of bypasa vhich the contract rates &
ace deslgned to combat, g

The tariff revislons aubmitted with the Company's eoriginal
tiling contaln language wvhich is general in nature and in our
oplnion inadequate to clearly inform subscribars of the nature and
purpose of the Contract Service Arrangements, We w¥ill, therefore, 5
expect the Cospany to revise these sections to provide a cleacer .
and mote detalled explanation of the contract services offerings,
The contract secrvice provisions will bacoms effective seven days
after cesubmitted tarlffs have been reviewed and the ateff has
determined that they are adeguately comprehanalble and n the
presar formatk, -

Novw, therefore, in consideration of the above, it s

" ORDEAED that the proposal of Southern Ball Telsphons and
Telegraph Company, to offer Contract Service Arrangements, be and
the same la hereby approved as set forth above. It is fucther

ORDERED that the Company shall resubmit the affected tariff
provislons for the mtaff's revievw and that these provisions shall
becoma effactive seven days after Lthey are determined to be
acceptable, It is fucther

ORDERED that Southern BPell ahall submit the Information oat
out in the body of this order for the purposs of monltoring the
Company's offerings under the Contract Bervice Artrangements
ctariff. Any infermatlion deamed confldertlial by the Company will
be submltted according to the applicable statutes and rules of the
Comnission, as explalned abeve, 1t is further

ORDERED that this docket remain open fer the purposs of
carrying out the sonitoring pregram, 3 ;

By Order of the Plorida Publle Service Cowalaslen, this _20:h
day of Auguat « L1984, 0 - _
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Commisaion cilrk'fi{;'*
By f“-?. ?‘LI-’-*'\-/
s - Deputy Clerk |
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I The foullowipng Commissioners participated. in the disposition
- 2 this .‘natter‘ Attachment A

JOHN R. MARKS, III, Chairman P8¢
GERALD L. GUNTER

KATIE NICHOLS

MICHAEL MCK. WILSON

ORDER MODIFYING REPORTING REQUIREMENTS FOR
SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY

AMD OTHER TELEPHONE COMPANIES OPFERING CONTRACT
SERVICE ARRANGEMENTS AND CLOSING DOCKET

BY THE COMMISSION:

on August 20, 14984 we (issued Order no. 13603 approving
proposed modifications to Southern Bell Telephone and Telegraph
company's (Southern Bell or Company) General Subscribers
Service, Private Line Service, and Access Service Tariffs. The
purpose of these changes was to incorporate a provigsion for
Contract Service Acrangements (CSA). The CSA @ption allows the
company broad discreticn toc negotiate individdal contracts for
+alephone service at rates other than those contained in 11tS
raritffs in rhose instarces where the Corpany faces tLhe threat
l of uneconomic bypass.” We extended the CSA option to other
relephone companies in Order No. 138130, issued November 5, 1984,

Because the CSA option was a new type of offering whose
performance was uncertain we found it necessary to escablich a
monitoring system to keep the Commission apprised of the effect
of implementing the new plan, Southern Bell and other
companies were required to submit monthly reports containinag
certain information set osut in Order No. 13601.

Ssouthern Bell has nad the option of offering Jontract
Service Arrangements for approximately one year and has oeen
filing the required monthly teports. We believe that i1t would
ve appropriate at this time to relieve Southern fell of the
sonthly reporting requirements and instead allow the Company to
fila he reports on a quarterly basis,. Monthly reports should
ne filed through December 1985 with the quarterly rceporting
requirement to tike effect in January 1986.

We believe that other telephone companies who are offering
tne CSA optinn should report to the Commission on A scheduin
similar to the one adopted (or Southern BRell, We will,
thnerefore, expect companies wWhose C5A tar1ffs are approved hy
tne Commission to submit monthly reports for the first year and
quarterly reoorts theredfrer, In addition to the spezi{ic

' reporting requirements set  out in Ordar No, 1Ia03 we will
expamd the intogmar can a dae aubmitbed tov opneliede thee tal lowinsg

1. the number ot CS5A3 regquested

2. the numper af JUSA prices quated

e
5

ERS number 31 CSA fe_'-“‘_jt_‘ﬁr 4 Wwhich were ':-,"C"l l'."1
by the custolsc prior Lo 4 price quata ion,

e

the numb=r af USA offers accepted

i

the numtver »f OSA aftera oo )ected

|
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. the numper of C8A afi=rs awaiting a Jecigiuon oo
PR cugatomer |

Thes reporting rogquIrements 4111 i implement ed n i
.'ln'-b',' case basts as the tariffs of the affected companies i i
ipnproved,

With the establishmeat of quarterly reporting requirements
for Southern Bell, we find no reason «why this docket shoulid
remain open., The docket will, tharefore, be closed with this
order.

How therefore in consideration of tho ahaove, 1t 1=

ORDERED by the Florida Public Sarvice Commission  tha:
southern B8ell Telephone and <VTeleqraph Company shall continue
subnitting Contract Service Arcangement reports on a  montaly
ni1sis through December 1985, Thereafter, Southern Bell shal!l
iubmlt reports on 1 quarterly basis. It is furcher

ORDERED that ather telephone companiaes tmplementineg
ontract Service Arcangements shall comply «wich the monthly and
yuarterly reporting requicements set forth above. It is fucther

UKDERED that n addition to the information required b

rdar  No, 13603 1] ] reports  submitted  shail contain  Tne
f1cional informacson listed wn the body of this acder, I, W

(JHDERED that this docket bte closed.

Ny ORDER of 'he Florida Publie Serviase Comnigshsion thies J
tar nf Octaber 19485.

"
H
{ 5 EA L Ll {?? }ék?

EVE TRHB.
COMMISGSION CLERK




AMENDATORY ORDER
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OcLober 11, (9495, we  josued  Ordet N1, 15317 in this
fvckae L That order modifoed certain reparting cequicremants for
sagthetn Bell Telephone aml Telegraph Company and other telephane
cOrpanies offering cusLomers speciflic conLract Priocing
irrangenrnts for private line service pursuant Lo oy Oreer  HNo
P3a023 1s53ued Auqust 20, 1984,

Bredor Ho. 15317 set oul six specific tems an addition Lo

e oraginally required in our QOrder HNn, L1601}, fLim Ho, 1 st
it an Order No. 15317 required the fol'owing informaticsn:

3. the number of CSA reguesls which were cancelled

Lan customer prior Lo a price quatatoin,

This tLtem should have read:

1. the number of C8A requests which were cancelled
hy the customer or company prior Lo a price quotat jon,
tlarly, item No. A in "irder No, 19317 rogquentod Lhee follnwing

6. The nunhor af CSA nflers awaittimg a decinion by
the cusLomer,

Tte= Yo, & should have read:

6. The numbher af CS5A nffern --u[nrur!.

't wis due to our inadvertencs that Lhese modificatinng @
coms Mos. 3 and 6 werrr not reflected in our Order No. 15317,
s, thevefore, find that thede items should be  restated Ao
vdicated above,

haw, Lhereforse, in constderation of the above, 1t 1s

CRDERED by the Florida Puplic Service Commission that tne
roparting regquirements atated In item HNos, 31 and 6 1n odr Orders
N 15317 igsued October 131, 1985 be and the same ars herehy
vondisd as set fortn above It is further

NDRDERED that fOrder No. 15317 is heretn conticmed in all other
- YT ad! 4.

Wy OHDER of the Florida public Service Commission, this sh

af FEBRUARY , 1986,

sy TTRYTIRLE T T
Commisnion Clers
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T _ Diptly Clork
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