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I . BACKGROUND 

PREHEARING ORDER 

It has been over seven years since this Commission has 
thoroughly investigated United Te lephone Company of Florida · s 
(United or the Company's) earning~ and set its authorized 
return on equity. Many changes have occurred in the last seven 
years in the communications industry , as well as the merger of 
four companies into the present United Telephone Company of 
Florida. Some of the changes that have occurred include a 
phase down of the intrastate subscriber plant factor (SPF), the 
implements tion of bi 11 and keep of int raLATA to 11 for loca 1 
exchange companies (LECs), the rewrite of the Unifo rm System of 
Accounts (USOA) and central office equipment category 3 (CAT 3) 
separations changes. In the future , at least through 1993, 
additional changes are expec t ed yearly. In each of the years 
1987, 1988 and 1989, signiC icant negative impacts to United ' s 
earnings have occurred. Yet for each of the years 1987, 1988 

I 

and 1989, the Company's achieved return on equity has been I 
14.59\, 14.28\ and in excess of 14 . 0\, respectively v arious 
factors, such as access line growth , incr eased toll vo umes and 
gains in Company efficiency , appear to have cont r ibu ted to the 
level of the Company's earni ngs over these past few yea r s . 
There is e very reason to expect that Uni ted wi 11 continue to 
earn in excess of 14.0\. 

Therefore, pursuant to our authority set f o rth in Section 
364 .14, Florida Statutes, and by Order No. 22205, issued 
November 21, 1989, we held a public hearing on Thursday, 
December 14, 1989, limited to the issues of what is an 
appropriate allowed return on common equity for United 
Telephone Company of Florida for the purposes of this limited 
proceeding and how should the r e venue to be placed subject to 
refund, if any, be calculated . 

Based upon our consideration of the testimony and the 
evidence presented at the hearing , we have determined that an 
allowed return on common equity of 12.8\ with a range of 50 
basis points, or a low of 12 . 3\ to a high of 13.3\, is 
appropriate for United Telephone Company of Florida for the 
purposes of this limited proceeding. 

Pursuant to the Company's August 31, 1989, surveillance 
report which reflects an achieved return on equity of 13.66\ 

f 
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and the four appropriate adjust r.1ents set out in Order No. 
22377 , issued January 8, 1990, we find United ' s achieved retu rn 
on equity to be 14.53\. Based upon our determination that the 
appropriate allowed return on equity for United Telephone 
Company of Florida for purposes of this limited proceeding is 
12.8\ with a range from a low of 12.3\ to a high of 13 . 3\, and 
ou r determination that United's achieved return o n equity is 
14 . 53\, we find it appropriate to place a revenue amount 
subject to refund that wi 11 bring Un1 ted's achieved return on 
equity down to the ceiling of 13 . 3\. Placing a revenue amount 
subject to refund that will bring the Company's achieved retur 
on equity down to the ceiling of the authorized range of 
returns on equity for the Company is in accordance with the 
provisions of the interim statute. Therefore, we find it 
appropriate to place $7, 605,000 annually of United's revenues 
subject to refund wi th interest effec tive January 1, 1990. 

United filed its minimum filing r equirements (MFRs) May 
15, 1990, requesting an increase in its rates . We have set 
this matter for hearing on our own motion for October 1, 3-5, 
and 8-12 , 1990, in Room 106, Duncan Fletcher Building, 
Tallahassee , Florida. 

II . TESTIMONY ANP EXHIBITS 

Upon insertion of a witness ' s testimony, exhibits appended 
thereto may be marked for identification. After opportunity 
for opposing parties to object and cross- e xamine , the document 
may be moved into the record. All other e xhibits will be 
similarly identified and entered at the appropriate time during 
hearing. Exhibits shall be moved into the record by e xhibit 
numbe r at the conclusion of a witness ' s testimony. 

Witnesses are reminded that on cross-examination , 
responses to questions calling for a yes or no answer shall be 
answered yes or no first , after which the witness may explain 
the answer. 
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III. ORDER OF WITNESSES 

Appearing 
Witness For Issues 

I. Policy Issues 

l. B. H. Reyno lds United 39, 41, 10/1 
43, 55 

II. Seryice Issues 

2. F. R. McPherson United 1 10/1 

3 . J .A . Taylor Staff 1 10/1 

4 . K. D. Brown Staff 1 10/1 

III. Accounting Issues I 
5. R. D. McRae United 2 - 11, 14-19 , 10/1,3 

22, 23 , 25-
28 , 32 - 38 , 
4 1- 54, 59, 
61-64, 103 

6. T. c. DeWard OPC 2- 5, 7-9, 11, 10/4 
14, 16- 19, 24 -
26 , 28, 32, 41 -
43, 44b, 4 5 I 4 6, 
49-51 , 61 , 62 , 
64 

7. R. D. McRae United Rebuttal 10/4 

I 
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IV. Cost of Capital Issue~ 

8. c. M. Linke United 21 10/5 

9. J.A. Rothschild OPC 21, 22, 23 10/5 

10. c . M. Linke United Rebuttal 10/5 

11. B. Waldman United 22 10/5 

12. R. D. McRae United Rebuttal 10/5 

V. Affili ated Transactio ns Issues 

13 . R. E. Baker United 40, 58, 59, 10/8,9,10 
60 

14. M. L. Brosch OPC 33, 56-60 10/8,9,10 

15. R. E. Baker United Rebuttal 10/8,9,10 

16. G. L. Mann United 56, 57 10/8,9,10 

VI. Rate Issues 

17. F. B. Poag United 24, 65 - 10/11,12 
102, 104-
114 

18. M. Guedel AT&T 66, 100, 10/11,12 
101 

IV . BASIC PQSITIONS 

UNITED'S PQSITION: United's basic position is that its 
c urrent rates and charges are inadequate to afford it the 
opportunity to earn a fair rate of r eturn. If United is to 
have an opportunity to earn its fair rate of return on equity 
of 14.0\, the company' s intrastate rates and charges must be 
increased by $26,290,000. A restructuring of rates is requi red 
to eliminate ratr level anomalies which may impair the 
company's ability to compete effectively in markets for 
telecommunications services. 
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United has not had a general ra e proceeding si nce 1982. 
In the intervening eight years , many changes have occurred that 
need to be reflected in customer r ates . 

The predominant change has been the emergence of 
competition in the interexchange market. In 1982 there was no 
intrastate toll competition ; by 1990 , the Commission had issued 
well over 100 certificates for l ong distance se rvice providers 
in Florida. The entire access charge rate s tructure was 
created in that interval. That structure was built not only on 
w.nat access costs, but on what was required to provide the 
support to local rates that toll rates had theretofore provided. 

It is United's position that access charges to 
interexchange carriers are too high and spec i f ica lly that the 
busy hour minutes of capacity charge should be reduced by 
$2.86. This will reduce the incentive for by- pass . 

United also proposes to reduce intraLATA toll rates. The 
rec ently approved elimi nation of the toll transmission monopoly 
at the end of 1991 makes it essential that United reduce 
intraLATA toll rates to remain a viable competitor in this 
business. For similar reasons, United also desires Lo offer an 
optional calling plan that provides savings t o high volume 
intraLATA toll users, thereby keepi ng them on United ' s 
network. For a flat c harge per month of $2.00 per res ; dential 
customer and $6.00 pe r business customer , a 40\ discount is 
applicable on United's customer dialed 1+ long distance r ates . 

Unite d also proposes to inc r ease basic local residence and 
business service rates so that they more nearly cover cost. 
Depending on the calling scope , residence basic one-party 
service currently var ies between $4.47 and $9. 97 per month, 
wi t h a n average of $7 . 55. United proposes to change this to a 
range of $7. 50 to $12 . 50, with an ave r age of $10. 23. Business 
one- party service cu rrently r anges from $10.58 to $23.22 per 
month, with an average of $18. 21 . United proposes to increase 
this range to $17. 65 to $29.40 per month with an average rate 
of $24.24. 

United proposes to eliminate the e xi sting exception rate 
area for the Winter Park e xchange . After United ' s 1982 merger , 
customers in that exchange kept their existi ng rates rather 
than being regrouped under the newly consolidated rate 
s c hedule. Since that time, Winter Park residential customers 

I 

I 

I 
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have paid $7.67 per month for R-1 service, while in United 
exchanges of comparable local calling areas, customers were 
paying $9.97 per month. A transition plan is proposed by 
United that would equalize rates for the Winter Park exchange 
cus tomers by the end of 1992. 

For residence customers who would benefit from 
alternatives to a flat rate charge plan, United is proposing a 
rate plan based on local usage charging . A monthly rate of 70\ 
of the equivalent flat rate c harge applies along with a usage 
charge of 10 cents per cal l for calls lasting up to ten minutes 
w1th a 5 cent charge for additional ten minute increments. A 
$3.00 usage allowance is included in the basic rate. It is 
intended that this plan assist customers who want or need a 
l ower priced alternative and , as suc h, is in keep ing with the 
Commission's Model Program for Se nior Citizens. 

Finally, upon the important issue of service , the 
Company's basic position i s that United ' s service r esults 
cons i stently meet or exceed substantially all of the 
Commission • s requireme nts as shown by the Company · s and the 
Commission ' s measurements. The Commission's own published 
service evaluations show that since the last rate proceeding in 
1982, United has consistently had the fewest number of customer 
complai nts per thousand access lines of any maj o r Florida 
telephone company . United's quarterly service valuat ion 
reports on compliance with Commission service rules show that a 
high level of service is being provided. United's own surveys 
of customers · perception of our installation service as being 
satisfied or ve ry satisfied has risen from 86.7\ in 1982 t o 
94.8\ in 1989. Similarly, satisfied and very satisfied ratings 
from maintenance have grown from 79.1\ in 1982 to 92.6\ in 
199 2. To place these resu 1 ts in context, it should be noted 
that during that period, United' s access line s grew by nea rly 
80\, with a compound annual growth rate that is more than 
double the national ave rage . 

FPTA'S POSITION: At this time, FPTA is taking a limited 
role in this case on those issues relating to competitive pay 
telephone service providers. Specifically, services must be 
cos t based and priced in a manner that does not create a price 
squeeze or r e sult in anticompetitive o r unfairly discriminatory 
pricing; banded rate s are inappropriate for nonLEC pay 
telephone providers, as this is not a disc retionary service for 
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competitive pay telephone providers ; and bill i ng and 
services offered to nonLEC pay telephone providers 
be dc tariffed as United continues to e nj oy an 
monopoly for this service. 

collection 
should not 

effective 

AT&T'S pQSIIION: AT&T supports United Telephone ' s 
initiative to reduce the busy hour minute of capacity (BHMOC) 
rate charged to interexchange carriers in the State of 
Florida. AT&T is encouraged by United's efforts to adjust 
prices (both with respect to access and other services) to 
levels representative of the underlying cost incurred in 
providing particular services. While AT&T cont inues to 
advocate the elimination of a 11 charges associ a ted with the 
BHMOC, we recognize United's proposal as a significant step 
t oward that goal. AT&T encourages the Commission to approve 
the BHMOC reduction as filed. 

I 

CITIZEN'S POSITION : The Citizens ' basic posi tion in this I 
proceeding is that the company' s r evenue r equirerr.ents as 
submitted in the minimum filing requirements arf' substantially 
overstated. The company has not provided sufficient 
justification for the test year revenue r e quirements or 
substantial increase in local rates . 

STAFF'S pQSIIION: By Order No. 22377, the Commission 
initiated this investigation into United Telephone Company's 
authorized r etu rn on equity and earnings by placing a portion 
of the Company • s revenues subject to refund . The Commission 
took this action because it believed the Company ' s r eturn on 
equity was too high and it had been over seve n years since the 
Commission had thoroughly investigated United's earnings and 
set its authorized return on equity . United has reques ted an 
inc rease in its rates. Until all the evidence and test imony 
has been received into the record and fully evaluated , it is 
not possible to determine whether United's rates should be 
decreased or increased. 

I 
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V. ISSUES AND PQSITIONS: 

QUALITY OF SERYICE 

1. ISSUE: Is the quality of service adequate? 

UNITEP: The quality of service of United Telephone 
Company of Florida is in substantial compliance with 
prescribed standards and is reasonably adequate as 
provided by law, as discussed in Mr. McPherson's testimony 
and as reflec ted on Exhibits FRM- 11 FRM- 2 and MFR Schedu le 
F- lb. (Mc Pherson) 

~: No position. 

AT&T: No position at thi s time. 

CITIZENS: The Citizens have received correspondence which 
indicate blockage problems at the Cape Haze and Umatilla 
exchanges and have notified United of these problems. The 
Company has indicated a willingness to correct the 
speci fie problems I pending scheduled chan~~ out of ana log 
equipment. At this time, these are the only qua 1 i ty of 
servtce issues that the Citizens are aware of. 

STAFF: No position at this time pending further discovery. 

RATE BASE 

2. ISSUE: What is the appropriate amount of test year plant 
in service ? 

UNITEP: 
plant in 
Schedule 
Schedule 
McRae) 

The appropriate amount of intrastate test year 
service is $1,469,011 1946 as shown on updated MFR 
A- 2d and as reflected on revised Exhibit RDM-4 1 

No. 2, of Mr. tt1c Rae•s direct testimony. (Mr. 

~: No position. 

AT&T: No position at this time . 

CITIZENS: This number is basically a fallout number. 
Currently Citizens' accounting expert, Tom OeWard 
testifies to a test year plant in service amount of 
$114661007,830. (Mr. OeWard) 
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STAFF : At this time, 
year plant-in-se rvice 
discovery. 

the Staff's position is that test 
is $1,469,011 , 946 pending further 

3. ISSUE: What adjustments should be made to test ye ar 
depreciation reserve? 

4 . 

UNITEP: No adjustments should be made to the intrastate 
test year depreciation r eserve as reflec ted in the updated 
MFRs . (Mr. McRae) 

f£IA: No position. 

AT&T: No position at t his time. 

CITIZENS: This is a fallout issue. (Mr. DeWard) 

STAFF: No position at th is ti me . 

ISSUE: What is the appropriate amount of de~ rec iation 

r eserve for the test year? 

UNITEP: The appropriate amount of intrastate tes t year 
depreciation reserve is $554,191 , 119 as shown on updated 
MFR Sc hedu l e A 2d and as r eflected on r e vi sed Exhibit 
RDM- 4 , Schedule No . 2, of Mr. McRae ' s direct testimony. 
(Mr. McRae ) 

f£IA: No position. 

AT&T: No position at this time . 

CITIZENS: Fallout numbe r . 
Issue No. 3. (Mr. oeward) 

See Citize ns' position on 

STAFF: The intrastate amount of dep reciation reserve f o r 
the test year is $554, 191,119 . 

I 

I 

I 
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5. ISSUE: What is the appropriate amount of test yea r net 
plant in service? 

6 . 

UNIIED: The appropriate amount of intrastate test year 
net plant in service is $914,820,827 as shown on updated 
MFR Schedule A- 2d and as reflected on revised Exhibit 
ROM- 4, Schedule No. 2, of Mr. McRae's direct testimony. 
(Hr. McRae) 

LfiA: No position. 

AT&T: No position at this time. 

CIIIZENS: This is a fall out number. (Mr. DeWard) 

SIA~ Bas ed on Isues 2 and 4, the test year net 
plant- in- service is $914,620,827. 

The following issue has been stipu lated to: 
appropriate amount of test year telephone 
construction (TPUC)? 

What is the 
plant under 

7. ISSUE: Should unearned revenues be allocated 100\ to 
intrastate working capital? 

UHII~: No. Unearned revenues should not be allocated 
100\ to intrastate working capital. The working capita 1 
component of the advanced billings includes not only 
billings for intrastate service but also billings for 
interstate end user access charges, switched busy hour 
minutes, IXC special access, and WATS access line 
billings. The direc t assignment of a 11 advanced bi 11 ings 
totally to the intrastate jurisdiction would understate 
intrastate working capital. It would also contradict the 
Commission directive in United's last rate proceeding 
whereby unde r the Commission prescribed balance s heet 
approach, the working capital allowance was computed on a 
total company basis and apportioned to the respective 
jurisdictions on the basis of net plant. It is not proper 
to take selective assets and liabilities out of working 
capita 1 before applying the net plant factor. To start 
this process could easily result in a burdensome 
examination of eac h and every item making up assets and 
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8 . 

liabilities for jurisdictional characteristics and totally 
defeat the use of the net plant factor. The balance sheet 
approach to determine working capita 1 and the use of the 
net plant factor to separate it is appropriate in this 
proceeding. (Mr. McRae) 

fP~: No position. 

AT&T: No position at this time. 

CITIZENS: Yes. Unearned r evenues are advanced billed 
revenue relating to either local or intrastate services. 
This component of working capital should not receive an 
interstate separation. (Mr. DeWard) 

STAFF: No, unea rned revenues should not be allocated 100\ 
to intrastate working cap1tal . 

ISSUE: Should the prepaid pension component of "other 
non-current assets" be removed from cash working capital? 

UNITEP: No . Prepaid pensions should be included in the 
wor king capital allowance. The asset reflec t ed on the 
books was created largely as the result of retu rns earned 
on pension plan assets and plan amendmen ts made in 1989 
rather than o n high funding levels in prior years . The 
current surplus creating the asset has also resulted in 
negative pension expense to the benefit of ratepayers 
whi ch makes it only proper that the asset be i ncluded as 
an element of the working capital allowance. 

The principle of including non-current assets (when 
prepaid pension costs are recorded) and non-current 
liabilities in working capital was established as a result 
of an audit by the Florida Public Service Commission in 
Docket No. 890486- TL, 1988 Surveillance Audit. In Aud it 
Disclosu re No . 1, the Commission stated that non- c urrent 
assets and liabilities should be included in the wo rking 
capital allowance computation under the balance sheet 
approach. {Mr. McRae) 

~: No position. 

~· No positio n at this time. 

I 

I 

I 
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9 . 

CITIZENS: Yes. The recording of the prepaid pe nsion 
costs does not c r eate a need for wo rking c apital 
requirements. Since it is an artificial asse t which does 
no t require any outlay of funds, United does not ha ve a 
cash working capital r equirement associated with t hi s book 
entry. (Mr. DeWa rd) 

STAFF: No position at this time pending further discovery. 

ISSUE : 
capital 
profits? 

What is the appropriate adjustment 
r e lated to deferred taxes due t o 

(Mr. McRae) 

to working 
intercompany 

UNITED : The appropriate adjustment to intrastate working 
capital related to deferred taxes due to intercompany 
profits is $3,787,577 as s hown on updated MFR Schedule B-2b 
and as reflected o n revised Exhbit RDM-4, Schedule No . 2, 
of Mr. McRae · s t estimony. For intrastate ratemaking 
purposes, deferred taxes on intercompany profi ts are 
treate d as zero cost capital per Commission requirements 
established in FPSC Docket No . 820376- TP . As these 
d efe rred taxes are not r eflected on the books o f the 
Company {due to U.S. Treas ury Department r egulations the 
Parent Company is precluded from pass ing bac k such deferred 
taxes to its subsidiaries) an off - book entry i s made f o r 
earning s surveillance purposes to inc r ease the os t free 
component o f he capita 1 structure and recognize an 
offsetting r ate base transaction in the form of an 
affiliated accounts r eceivable . (Mr. Mc Rae) 

FPTA: No position. 

~ No position at this time . 

CITIZENS: See Citizens ' pos ition o n I ssue 19. 

STAFF : There is no wo rking capital effect of the 
adjustment r e lated to defe rred taxes due to intercompany 
profits and UTF Adj ustme nt 9, whi c h i ncreases intras tate 
working capital by $3,787 , 577 s hould be r e versed . 
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10. ISSUE: What is the appropriate adjustment to working 
capital related to United's NOI Adjustments 1, 2, 3, 5, 6, 
7, and 9 set forth on MFR Schedule B-2b? (Mr . McRae) 

UNITED: The appropriate adjustment to i nt rasta te working 
capital related to UTF NOI Adjustments Nos. 1, 2 , 3, 5, 6, 
7, and 9 as set forth i n MFR Schedule B- 2b is $(1,220,619). 

This amount represents the effect of those NOI adjustments 
as a result of recognizing the associated balance sheet 
impacts. Adjustments are made to the capital structure 
through retained earnings to recognize the twelve month 
average NOI impacts. In addition, offsetti ng rate base 
adjustments are made to r ecogni z e the working capital 
impact of increased or decreased net income . These 
adjustments have tho effect of adjusting the achieved rate 
base to match the adjusted achieved capital structure. 
Only then can the ach i eved r ate of return represent the 
r eturn that would have been r eported had these adjustments 
been recorded on the books of the company. (Mr. McRae) 

AT&T: No position at this time. 

FPTA: No posilion. 

CIIIZ~ No position. 

STAFFL There is no working capital effect of UIF NOI 
Adjuslmc nts 1, 2, 3, 5, 6, and 9 and the $609,585 r educti on 
in intrastate working capital should be reversed. 

11 . ISSUE: What is the appropriate amount of the working 
capital allowance? 

UNITED: The appropriate twelve month average intrastate 
test year wo rking capital allowance is ($2,997,895) as 
s hown on updated MFR Schedule A- 2d and as reflected on 
revised Exhibit RDM- 4, Schedule No. 2 , of Mr. McRae's 
prefiled direct testimony. (Mr . McRae) 

f£IA: No position. 

I 

I 

I 
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~ No position at this time. 

CITIZENS: Working capital should be reduced by $17,874,93 2 
as reflected in Witness DeWard's Schedules S through 10 and 
17 . Adjusted working capital is $(22,401,795) . (Mr. 
DeWar") 

STAFF: The appropriate amount of the test year intrastate 
allowance for working capital is $(6,175,874) after the 
adjustments in Issues 9 and 10 above. 

12. The following issue has been dropped: Should all costs of 
the cancelled Gateway fiber to the home proj ct (including 
charges to depreciation reserve for earl y retirements) be 
excluded from test year costs and/or treated as 
nonrecurring? 

13. The following issue has been dropped: Is UTF · s method of 
recording the costs of c apitalized leases appropriate? 

14. ISSUE: What is the appropriate tes t year rate base? 

UNITED: The appropriate intrastate test year r ate base is 
$925 ,965,705 as shown on updated MFR Schedule A- 2d and as 
reflected on tevised Exhibit RDM- 4, Schedule No. 2 , of Mr. 
McRae's prefiled direct testimony . (Mr. McRae) 

[£IA: No position. 

AT&T: No position at this time . 

CIT I Z EHS : Fa 11 out i s sue . At t h i s t i me , the c i t i zen s · 
position is that test year rate base is $910,548,898. (Mr. 
DeWard) 

STAFF: At this time , the Staff ' s position is that test 
year rate base is $922,787,726 pending further discovery . 

r I C: .. :J 
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COST OF CAPITAL 

15 . ISSUE: What is the appropriate balance of accumula ted 
deferred investment tax credits? 

UNIT~Q: The appropriate 12- month average balance of 
intrastate test year accumulate d de f e rred investment tax 
credits is $22,457,04 2 . (Mr. McRae ) 

f£Ia: No position. 

AT&T: No position at this time . 

CITIZENS: Agree with Staff. 

STAFF: The appropriate 12-month average balance of 
intrastate test year accumulated deferred investment tax 
credits is $22,621,083. 

I 

16. ISSUE; What is the appropriate balance of accumulated I 
deferred income taxes? 

UNITED: The appropriate 12-month average balance of 
intrastate test year accumulated deferred income tax 
credits is $131,688,173. (Mr. McRae) 

f£IA: No position. 

AT&T: No position at this time. 

CITIZENS: Accumulated deferred income taxes for the test 
year should be $139 ,176,232. (Mr. DeWard) 

STAFF; No position at this time . 

17. ISSUE; Should customer deposits be allocated 100% to 
intrastate? 

UNITED: No. Customer deposits result from interstate 
operations as well as intrastate operations and, therefore, 
should not be allocated 100\ to intrastate. United's 
customer deposit policies are consisten t with Commissio n 
Rule 25 - 4 .109 , F. A.C., and are summarized on MFR Schedule I 
D- 5. 
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An analysis of the criteria to collect customer deposits 
from our r esident ial and business customers (i.e., to cover 
one month local service and two months of etimated toll 
c harges) and the met hod used to apply the deposits t o 
acti ve customer accounts once good c redit patterns are 
established o r whe n the y go final (first applied to l ocal 
service and the n prorated o ver the r ema ining unpaid 
categories , including interstate toll charges billed on 
behalf of the interexchange carriers ) supports an even 
greater apportionment to the i nte rstate jurisdiction than 
is reflected o n t he MFRs. Using current ESR methodology 
and the procedures presc ribed in United's last rate case , 
30.9\ of c ustome r de posits is allocated to the interstate 
jurisdiction. A study of customer deposits held as of June 
30 , 1990, indicated than an even greate r 39 . 7\ of the total 
deposits results from interstate business . 

The i nfo r mation 
deposits would 
serv ices were 
inappropriate to 
intrastate . (Mr . 

is clear that the amount of c ustome r 
be substantially lower if i nte r sta te 
no t included. It is , therefore, 
allocate 100\ of cus tomer depoosits to 

McRae ) 

~: No position. 

AT&T: No position at t hi s time . 

CITIZENS: Customer deposits should be separated in the 
capital structure consistent with United's separation of 
bad debt o r uncol l ectibl e expense . Since United on ly 
allocates 5\ of bad debt e xpense to the interstate 
jurisdiction, at most only 5\ of custome r deposits should 
be allocated to the interstate jurisdiction , at most . (Mr . 
DeWard) 

STAFF: Yes, customer depos its s hould be allocated 100\ to 
i nt rastate for ralemaking pu rposes. 

(' 1 7 "t , 
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18. ISSUE: Should United's investment in UTLD be removed pro 
rata from investor supplied capital , i.e., short term debt, 
long term debt , preferred stock and common equity? 

UNITED: Yes, for several reasons the investment in UTLD 
should be remove d pro rata from all elements of investor 
provided capital. First and foremost, Commission Order No. 
18939, which granted UTLD a Certificate of Public 
Co nveni e nce and Necess ity, autho ri zed United to finance 
UTLD with both debt and equity capita 1. Second, with the 
except ion of capita 1 leases , none of the Company's assets 
is financed or otherwise aligne d with specific sources of 
capital. They are financed in a manner c o nsistent with 
overall capital structure objectives. It is unrealistic 
from a practical standpoint to think that the Company's 
financing objectives are affected by the need to finance 
UTLD 100\ with equity when a 11 other assets a re supported 
by all types of investor supplied capital. Finally, it is 
a well established fact that funds cannot be traced from 
specific sources to specific uses . (Mr . McRae) 

LfiA: No position. 

AT&T: No position at thi s time. 

CITIZENS: No. It has been a long standi ng po 1 icy of the 
Flo rida Publ ic Service Commiss ion to remove such 
investments in nonut ility property and nonutility 
operations directly from equity. This policy should be 
followed in this case. (Mr . DeWard) 

STAFF: No . United's investme nt in UTLD should be removed 
from the capital structure direct ly from equity unless the 
Company can show, through competent evidence , that to do 
otherwi se would result in a more equitable dete rmination of 
the cost of capital for regulatory purposes. 

I 

I 

I 
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19. ISSUE: What is the appropriate ratemaking treatment for 
deferred taxes due to interco~pa ny profits? 

20 . 

UNITEP: For intrastate ratemaking purposes , deferred taxes 
are treated as zero cost capital in accordanc e with 
Commission rules. Whil e deferred taxes on intercompany 
profits are not reflected on he books of the Company (due 
to U.S. Treasury Departme nt regulations the parent company 
is precluded from passing back such deferred taxes to its 
subsidiaries ) an off- book entry is made for ratemaking 
purposes. This adjus ting entry increases the cost free 
component of the capital structure and increases affiliated 
accounts receivable. (Mr . McRae) 

f£IA: No position. 

AT&T: No position a t this time. 

CITIZENS: Deferred taxes applicable to intercompany 
profits should be treated in a manne r consistent with the 
Public Service Commission ' s intention to flow the benefits 
of these affiliated transactions t o r atepayers . UTF has , 
for this rate case , reversed a long standinq s ystem-wide 
policy which would provide approximately $1 million greater 
benefits to ratepayers than the company ' s proposed 
treatment of these deferred taxes consistent with Rule 
25-14 . 010. Test year revenue requirements should be 
r educed by an additional $1, 037 , 390. (Mr. DeWard) 

STAFF: No position at this time. 

The following issue has been dropped : 
allowed a return on the long term portion 
leases? 

Should UTF be 
of capitalized 

21 . ISSUE: What is the cost of common equi ty capital? 

UNITED: The cost of common equity is 14.0\ as established 
in the prefiled direct testimony of Dr . Linke . (Dr. Linke) 

EfiA: No position . 

AT&T: No position at this time. 

nr.g 
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CIIIZ~: UTF's cost of common equity capital is 11.4\ if 
the hi9h equity (60.90\), s ubsidiary capital equity ratio 
is used, or 12.9\ Qnly if the consolidated UTI equity ratio 
of 32.80\ is used . (Rothschild) 

STAFF: The cost of common equity capital is 12.80\. 

22 . ISSUE: Is UTF's proposed test year equity r atio prudent 
and reasonable? 

UNITED: Yes. The Company's test yea r common equity rat :o 
is reasonable for a rapidly growing company in a 
intensive industry with an obligation to serve the 
It is also consistent with comparable companies 
telephone industry. (Mr. Waldman) 

ffXA: No position. 

AT&T: No position at this t ime . 

capital 
public. 
in the 

CITIZENS: UTF ' s proposed test yea r equity ratio of 60.90\ 
is not prudent and reasonable in light of the conso lidated 
system-wide UTI equity ratio of 32.80\. Because affiliated 
transactions grea tly influence the subsidiary, regulated 
equity ratio and because of certain system- wide 
transactions, UTF ' s equity ratio contains far too much 
equity, commensurate with the risk faced by UTF . (Mr. 
Rothschild ) 

STAFF: No position at this time. 

23. ISS~ What is the weighted average cost of capital 
including the proper components, amounts, a nd cost rates 
associated with the capital structure for the test yea r 
endi ng December 31 , 19917 

UNITED: The weighted average cost of capital is 10.36\ as 
shown on updated MFR Schedule 0- 1 and as reflected on 
revised Exhibit RDM- 4, Schedule 3, o f the testimony of Mr. 
McRae. The proper components, amounts and cost rates are 
as follows: 

I 

I 
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Intrastate 
Adjusted Percen t Cost Weigh ted 

(" 000 " omitted ) of Total R.a..t..e. Cost Rate 

Short Term Debt $ 15 , 168 1. 64\ 9 . 50\ 0 . 16\ 
Long Term Debt 276,258 29 . 83\ 9 . 37\ 2.80\ 
Conunon Equity 4 63,778 50.09\ 14. 00\ 7.01\ 
Preferred Stock 6 , 838 0 . 74\ 7 . 61\ 0.06\ 
Customer Deposits 4 ,057 0.44\ 8 . 20\ 0.04\ 
Job Development 

Investment Credit 221 14 7 2.39\ 12 . 23\ 0.29\ 
Cost 

(r.,r. 

Free Capital lJ1 . 1~Q u.az~ XXX XXX 
Total Capital 925 , 966 lQQ,QQ\ lQ,J6\ 

McRae) 

f£IA: No position. 

AT&T: No position at this time . 

CITIZENS: Using the 11 . 4\ ROE r econune nded by James 
Rothschild , and UTf"s proposed subsidiary equi t y r atio (as 
adjusted by Thomas DeWard ) , the weighted av eage cost of 
capital for UTF for t he test yea r is 8 . 94\. (Mr . 
Rothschild) 

STAFf: The weighted average cost of capital is 9.68\. 

NET OPERATING INCOME 

24 . IS~ Are all the revenues from significant tariff 
rovlslons or planned tariff filings appropriately reflected 
in the test year? 

JJN.l.I.£.Q: Yes. All tariff revisions are reflected in t he 
test y ar forecast and incorporated in updated MFR Schedule 
E- la for the 1991 test year . This includes planned tariff 
filings shown on page 272 of the u pdated 1991 E-la 
schedule. (Mr . Poag) 

ffiA: No position. 

A~ No posit ion at this time. 
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CITIZENS: The Citizens do not believe that a 11 revenues 
have been reflected in UTI's budget forecast for 1991. The 
Citizens have not finished discovery on this issue or 
finalized our position. At this time, the Citizens have 
identified $1,233,500 of new product revenues, as reflected 
in the testimony of Thomas c . oeward . (Mr. oeward) 

STAFF: No position a this time pending further discovery. 

25. ISSUE: What is the appropriate level of test year 
universal service fund revenues? 

Ulti..TE.:D: The appropriate level of universal se rvice fund 
revenues in the test year is $2 , 254,143. (Mr . McRae) 

~: No position. 

AT&T: No position at this time 

I 

CITIZENS: Apparently , tJTF has failed to include the going I 
forward level of Universal Se rvi ce Fund (USF) re enues in 
the test yea r filing. At l eas t $2,640,000 of USF revenues 
should be recognized for ratemaking purposes . (Mr. DeWard) 

STAFF: No position at this time pending fur her discovery. 

26. ISSUE: Has UTF properly treated unlisted/nonpublished 
r e venues in calculating directory advertising gross profit? 

UNITED: Yes, UTF has properly treated unlisted/ 
nonpubli shed revenues in calculating directory advertising 
gross profit. This treatment is i n accordance with Rule 
25-4.0405, F.A.C., as amended wi th the adoption by the FPSC 
of Part 32, Un i!orm System of Accounts . (Mr. McRae ) 

f£IA: No position. 

AT&T: No position at t hi s time. 

CITIZENS: No , United has inappropriately included 
unlisted/nonpublished revenue dollars in the calculation of 
the dir ctory advertising gross profit exclusion to 
non regulated. Prior to FCC Part 32 adoption, these 

I 



I 

I 

I 

ORDER NO. 23539 
DOCKET NO. 891239-TL 
PAGF 23 

27. 

revenues were included in local service . Part 32 
reclassified them to directory advertising revenue 
accounts. Howeve r, these revenues have nothing whatsoever 
to do with directory advertising, and it was not the 
intention of the Florida Public Service Commission to 
include these revenues in the gross profit calcul ation. 
The UTF gross profit exclusion calculation should be 
reduced by $2,935 ,158. (Mr. DeWard) 

STAFF: No, United has inappropriately included 
unlisted/nonpublished revenue dollars in the calculation of 
the directory advertising gross profit exclusion to 
nonregulated. Prior to FCC Part 32 adoption, these 
revenues were included in local service. Part 32 
reclassified them to directory advertising r e ve nue 
accounts. However, these revenues have nothing whatsoever 
to do with directory advertising, and it was not the 
intention of the Florida Public Service Commission to 
include these revenues in the gross profit calculation. 
The UTF gross profit exclus ion calculation should be 
reduced by $2, 935 , 158 . 

The following issue has been dropped: For 1 h test year, 
has UTF correctly allocated uncollectible e xpe nses to the 
interstate jurisdiction? 

28. ISSUE: What are the appropriate test year revenues? 

UNITEP: The appropriate test year intrastate revenues are 
$4 70, 119, 000 as shown on updated MFR Schedule A-2e and as 
reflected o n r evi sed Exhibit RDM-4, Schedule No . 4, of Mr. 
McRae 's testimony. {Mr. McRae ) 

f£IA : No position. 

A~ No position at this time. 

CITIZENS: Test year revenues should be $478,187,979. (Mr. 
DeWard) 

STAFF: At this time, Staff's position is that test year 
revenue~ are $4 73,312 ,04 9 pending further discovery. 
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29. The following issue has 
software costs properly 
interstate jurisdictions? 

been dropped: Are equa 1 access 
allocated between intrastate and 

30. The following issue has been dropped: Are equal access 
software costs included in the budget of a recurring nature 
and/or level? Are any included? 

31. The following issue has been dropped: Should the 20\ meal 
and entertainment exclusion for IRS purposes be disallowed 
for ratemaking? 

32 . ISSUE: Should nonrecurring asbestos r emoval e xpenses, if 
any, be removed from the test year? 

UNITED: No, asbestos removal expenses should not be 

I 

removed from the t est yea r. The expenses and any cost of I 
removal have been reflected appropriately and are in 
compliance with Part 32, Uniform System of Accounts . As a 
result of United's analysis of Part 32 , Uniform System of 
Accounts, it was determined that either cost of removal or 
expense is appropriate dependi ng on the work being 
performed. 

Cost of removal for buildings is charged when the cost 
involves the r emoval of a building retirement unit, i.e., 
the removal of an entire ceiling. The cost of r emoving 
asbestos coatings from the structure itself, i.e., scraping 
it from walls, pillars and overhead su rfaces and r emoving 
it from the building, should be charged as c urrent 
operating expense in the appropriate rearrangement and 
change e xpe nse subaccount for Buildings. 

Expensing of asbestos removal falls unde r the category of 
Plant Specific Operations Expense , FCC Rules and 
Regulations, Part 32, Uniform System of Accounts, Sect ion 
32.5999(b)(3) which states in pa ... t: "The Plant Specific 
Operations Expense accounts shall include the cost of 
inspecting, testing ... and reporti ng on the condition of 
telecommunications plant to determine the need for repairs , 
replacem'lnts , rearrangeme nts and changes ... replacing i terns 
of plant other than r e tirement units ; rearranging and 

I 
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changing the location of plant not retired; repairing 
material f o r reuse... .. Based on t he preceding definition, 
asbestos removal should be accounted for no different than 
any other plant specific maintenance expense i tern. (Mr. 
McRae) 

ffiA: No position. 

AT&T: No position at this time. 

.c.I:il~: 
$176,000 
expenses. 

Yes. Test year expense should be reduced by 
(tot a 1 company) for nonrecurring asbestos remova 1 

(Mr. DeWard) 

STAFF: No position at this time pending further di scovery. 

33. ISSUE: Have all legislative lobbying and political action 
committee related expenses been removed f rom r egulated 
costs of service? If not, should an adjustment be made? 

UNITED: Yes, all legislative lobbying and political action 
committee related expenses have been removed fr om test year 
regulated costs of service as r eflected on MFR Schedule 
C-8. No adjustment is r equired to the test year . (Mr. 
McRae) 

ffiA: No posi ion. 

~; No position at this time. 

CITIZENS: Certain of these costs have not been r emoved 
from allocated costs and should be. Other locally incurred 
costs may include l egislative lobbying and political action 
committee related e xpenses . At this time Citizens have not 
determined the amount of any adjustment which might be 
appropriate. (Mr. Brosch) 

STAFF : No position at this time pending further discovery. 
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34. ISSUE: Should all costs associated with the Florida 
Telephone Association dues, memberships and Florida Night 
expenses be disallowed for ratemaking purposes? 

UNITED: No, the costs associated with the Florida 
Telephone Associ at ion dues, memberships and Florida night 
expenses should not be disallowed for ratemaking purposes. 
These are appropriate and necessary business expenses in 
view of the ongoing support the organization prov ides on 
state regulatory and industry issues. On many occasions 
the Flo rida Telephone Assoc iation has been requested by the 
Staff of the FPSC to assist in industry issues and 
participate/represent telephone utilities. These are 
legitima te expenses and should be allowed for ratemaking 
purposes. (Mr. McRae) 

f£IA: No position. 

AT&T: No position at this time. 

I 

CITIZENS: Yes, to the extent these costs are i nclude d as I 
above the line expenses an adjustment should be made 

STAFF : No position at this time pending further discovery . 

35 . ISSUE : Should all meals and entertainment expenses related 
to public r e lations and i mage building efforts be removed 
from the test year budget? 

UNITED: No, meals and entertainment expenses related to 
public relations and image building efforts should not be 
removed from the test year budget . These are expenses 
incurred in the normal course of busi ness by employees in 
performing their duties and responsibilities in the Public 
Relations Department. {Mr . McRae). 

f£IA : No position. 

AT&T; No position at this time. 

CITIZENS: Normally, all such costs-- if correctly 
classified--would be removed through any image advertising 
adjustment ordered by the Commission. However, to the 
extent such meals and entertainment e xpenses are not 

I 
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36. 

37. 

classified as image advertising or image building costs. 
they should be eliminated. The Citizens have not 
identified a dollar amount adjustment at this time. 

STAFF : No position at this time pending further discovery. 

ISSUE: Should all meals, entertainment and travel e xpenses 
of spouses of company officers and spouses of executives be 
removed from the test year budget? 

UNITED: No. Meals , entertainment and travel expenses of 
spouses of company officers and spouses of e xecutives 
should not be removed from the test year budget. In the 
norma 1 course of business , spouses are occasionally 
expected to attend functions. The functions and e xpenses 
are of an ordinary and necessary natu re as they relate to 
conducting business. Such expenses are not recognized on 
the books unless the business purpose is established . In 
the course of IRS audits of Uniled these expenses have been 
r eflected as bona fide business e xpenses. (Mr . McRae) 

LfiA: No position. 

AT&T: No position at this time. 

CITIZENS: Yes, such costs would not be al l owed for 
deductions on the company's income tax return absent a 
showing of a business purpose. The Public Service 
Conunission should not allow any costs for travel, lodging, 
or entertainment of spouses and non-company employees 
absent a showing that the person(s) is acting in an 
official capacity. 

STAFF: No position at this time pending further discovery. 

ISSUE; Should e xpenses such as Orlando Magic Season 
Basketba 11 tickets, Citrus Bowl tickets and other sporting 
event related expenses be removed from the test year budget? 

UNITED: No. Expenses such as Orlando Magic season 
basketball tickets, Citrus Bowl tickets and other sporting 
event related expanses should no t be r emoved from the test 
year. These expenses are appropriate business e xpenses 

ns. 
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incurred for the purpose of e nter taining prospective 
cus tom rs whose business will cont r ibute both regulated and 
nonregulated revenues (such costs are appropriately 
accounted for as eithe r regulated or non regulated). Some 
of the events are held withi n United's ope r ati ng are a and 
therefo re generate r evenues through the use of 
teleconvnunication products and se rvi ces . (Mr. McRae) 

f£IA: No position. 

AT&T: No pos ition at this time. 

CITIZE;,HS: Yes. 

STAFF: No position at this time pe nd i ng further discovery. 

38. The following issue has been dropped: Should a ll expenses 

I 

for leasi ng o f alte r native r outes f o r the UTF fiber 
backbone interim diversity pl an, if any, be elimi na ted fr om 

1 the test yea r? 

39. ISSUE: In light of company pl ans, has UTF co rrect ly 
projected the l eve l of operato r se rv ices r e venues and 
expenses i n the test yea r? 

UNITEP: Yes. (Mr . Reynolds) 

LfiA: No position. 

AT&T: No position at this time. 

CITIZENS: United has r ecently fil ed an update t o its 
budgeting process which contains a projection assumption 
that UTF will transfer its operator services (inc lud ing 
toll and assit and d irectory assistance) to an affiliate , 
Sprint Services , be ginning in late 1991. In addition , UTF 
plans, and has assumed in the budget , to insta ll AABS 
software whic h will substantially teduce opera t o r services 
costs. This i nsta llation is also assumed t o occur late in 
1991. Wh ile UTF has included i n the test yea r all of the 
cos ts of the trans f e r of toll and assist func tions, 
including $2 . 8 million of seve rance pay and approximately 
$2 million of amortization e xpe nse f or stranded investme nt 

I 
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write off and installation of AABS software, the Company 
has included only a small fraction of the anticipated 
savings from these projects. Discove ry to date indicates 
that UTF will not state publicly whethe r the operator 
services transfer wi 11 actually occur . Despite this, a 11 
o f the up front costs and ve ry little of the savi ngs have 
been included i n t he budget . Due to the late ness of thi s 
signif ican t development, the Citizens have not developed a 
final position o n t his issue, e xcept to s tate that United ' s 
proposed treatment is entirely unacceptable . (Brosch, 
DeWard) 

STAFF: No position at t his time pending fu rther discovery. 

40 . ISSUE: Has UTI properly accounted for Signaling System 7 
(SS7) techno logy developed Cor and c ha rged to the OTCs 
including UTF? 

VNITEP: Yes . The Signal ing System 7 ( SS7 ) will access the 
Line Info rmati on Data Base (LIDB) used in the provision o f 
billing and collection {B&C) services by United. The 
company r ecords monies f rom the performance of t he B&C 
function to the r egula ted intrastate ope ra tior.s and it is 
appropriate to charge the e xpe nses r elated to it to the 
r egulated expe nse accounts. The SS7 wi 11 also access the 
800 data base, a sou r ce of regulated r evenues to the 
compa ny. (t-1r. Baker) 

f£IA: No position. 

AT&T : No position at this time. 

CITIZENS : The Citizens have developed no dollar adjustment 
for this issue . Howeve r , the Citizens are conce rned that 
certain SS7 costs may have been centrally incurred and 
allocated to UTF f or t echnology wh ich was s ubse que ntly 
transferred t o a nonregulated subsidiary . 

STAFF: No position at t h is time pen~ing further discovery. 

05 9 
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I 
41. ISSUE: Should costs 

c1v1c membership fees 
expenses? 

associated with contributions and 
be included in regulate d operating 

UNITED: Yes. Contributions and c1v1c membership fees 
benefit the ratepayer by contributing to the quality of the 
areas United serves and by relieving the local taxinq 
agencies of certain socia 1 res pons ibil i ties which are met 
through charitable organizations and c1v1c clubs. These 
expenditures are necessary and appropriate for United to 
maintain its needed position as a socially responsible 
member of the communities in the areas it serves. 

United is a major business and a major employer in all of 
the communi ties that it serves. As such it has a 
responsibility to participate in civic improvement and 
economic development activities in those communities. In 
addition, participation in civic organizations provides the 
Company with the contacts and exposure necessa ry in the 
communities it serves to be aware of and take advantage of I 
new business opportunities. Revenues are enhanced by the 
participation of United employees in civic organizations. 
The Company feels so strongly about such participa tion that 
in a number of cases membership in one or more civic 
organiza ions is requir~d Cor some employees . 

Contributions are made to various types of orggnizations 
a 11 of which i., one way or another benefit the Company, 
customers or communi ties. These contributions assist 
educational institutions in developing well trained 
employees; they assist community service organizations in 
solving problems affecting the communities United serves; 
and they assist organizations in improving the quality of 
life in United's service territory. 

These expenses are appropriate regulated 
expenses. (Mr. McRae and Mr. Reynolds) 

f~ : No position. 

AT&T: No position at this time. 

operating 

CITIZENS: Such costs should not be included as regulated 
operating expenses, because they are either charitable 
contributions or image building costs whi c h have I 
traditionally been disallowed by the PSC . (Mr. DeWard) 
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STAFF: Costs associated with contributions and civic 
membership fees should not be included i n regulated 
operating expense. Staff ' s recorrunended adjustment is 
included in Issue 51. 

42 . ISSUE: What is the appropriate adjustment to operating and 
mainte nance expense for miscellaneous income charges? 

UNITED: The appropriate adjustm~nt to operating and 
maintenance expense for miscellaneous income c harges is an 
increase of $781, 000 in intrastate expenses as shown on 
updated MFR Schedule C-2b and as reflected on revised 
Exhibit RDM- 4, Schedule No. 4, of Mr. McRae's testimony. 
{Mr. McRae) 

f£IA: No position. 

AT&T: No position at this time. 

CITIZENS: Agree with Staff as to charitable contributions 
and memberships. In addition, UTF has not p r ovided any 
information that would demonstra t e that cancellation or 
abandonment of the projects was prudent anc. t easonable . 
Therefore, the entire $781,000 ot miscellaneous inrome 
charges should be kept below the line . 

STAFF; $439,000 of intrastate miscellaneous income charges 
associated wi th contributions and membership should be 
removed from regul ated operating expense. 

43 . ISSUE; Should 1nstitutional or image advertising be 
included in regulated operating expenses? 

UNITEP: Yes, institutional or image advertising s hou ld be 
included in regulated operating e xpenses for seve r al 
reasons. All advertisements of the Company are designed tc 
generate revenues or reduce costs. This is the case 
whether directly promoting an indiv idual product or service 
or simply promoting the image and reputation of the 
Company. Customers today have more choices in 
corrununications services than ever befo re. Institutional 
advertising allows the Company to maintain and e nhance its 
reputation in the marketplace and thereby promote the sale 
of products and services. 
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The Commission, in the UTLD certification docket , 
determined that the image of the Company had a value and 
required UTLD to pay a royally f ee , to be recorded 'above 
the line' by United , f o r use of United's name and 
reputation. The Company's name and reputation are i n part 
a result of the institutional advertising. Fairness 
dictates that if United 's customers are to benefit from 
United's name and reputation then the rates they pay should 
cover the e xpenses incurred to maintain that name and 
reputation. (Mr. McRae and Mr. Re ynolds ). 

f£IA: No position. 

AT&T; No position at this time. 

CITIZENS: The company ' s basis for including these above 
the line in the proposed test year is flawed and based on a 
misunderstanding of l he UTLD docket. (Mr. DeWa r d) 

I 

STAFF; Institutional and image advertising costs should be I 
removed from test yea r expense. 

44. ISSUE: Has 
advertising 
policy? 

UTF properly accounted for t he following 
expenditures in accordance with Commission 

a) Has UTF properly allocated advertising expenses between 
regulated and nonregulated operations? 

UNITEP; Yes , UTF has properly accounted for advertising 
expenses between r egula t ed and nonregu lated operations. 
UTF has made a deliberate and conscientious effort to 
analyze the intent and content of each advertising campaign 
to ensure the proper procedures were established and 
followed for the recording of the advertising expenses 
between regulated and nonregulated operations in accordance 
with Commission policy and the Cost Allocation Manual (CAM) 
filed with the FCC. United has accomplished this objective 
and the e xpenses are properly r ecor ded . (Mr. McRae ) 

~: No position. 

AT&T ; No position at this time. 

I 
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CITIZENS: The Citizens believe that UTF ' s advertising 
campaigns improperly utilize the name recognition and 
reputation of monopoly regula Led services for the benefit 
of nonregulated operations. Any allocation should 
appropriately apportion costs to the be nefited operations. 

STAFF: No position at this time pending further discovery. 

b) Should all costs of the "One Phone Company" advertising 
campaign be allocated as image build i ng o r nonregulated 
advertising? 

UNITED: No . The "One Phone Company" advertising campaign 
is targeted at selling products and services to business 
customers . To the ext e nt that these products and services 
promote nonregulated business , the prope r portion of the 
cost of this campaign has already been charged to 
non-regulated operations. A numbe r of "One Phone Company" 
advertisements promote regulated services suc h as Advanced 
Business Co nnection ("ABC") services which provide a 
contribution to local service. While , in the past , a 
portion of the cos t of this advertising campaigr. has been 
classified as institutional advertising, M •. McRae ' s and 
Mr. Reynolds ' testimonies address why these costs should be 
retained above the line for ratemaking purposes. 

Regardless of how these costs are assigned , it is necessary 
to review these advertisements on an indi vidual Dasis 
because the "One Phone Company" tag line appears in a wide 
range of advertisements--most of wh i c h are indisputably 
product and service promotional. (Mr. McRae) 

f£IA : No position. 

~~ No position at this time . 

CITIZENS: The "One Phone Company" advertising campaign 
improperly causes the regulated operations to subsidize 
nonregulated operations . In addi~ion, it is essentia lly an 
image building campaign for the phone company. All costs 
associated with this ad campaign should be disallowed. 
(Mr . DeWard) 

SI~ No position at this time pe nding further discovery . 
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c) Should UTF's customers be charged for "Election 
Coverage• advertising? 

UNITEP: The expense incurred for •Election Coverage" was 
accounted for in accordance with Corruni ss ion policy . 
Historically, United has accounted for this expense as 
Corrununity Affairs Advertis ing . As reflected in Mr. McRae ' s 
prefiled direct testimony beginning at line 20 on page 33, 
the adjustment r emoving this type of advertising expense 
has not been made in the test yea r. United feels it is 
inappropriate to remove this expense for ratemaking 
purposes as supported by Mr . Reynolds ' pref i led direct 
testimony . Since the .. Elect ion Coverage" e xpense 
referenced above was incurred in 1988 only a nd 1989 was 
used as a basis for forecasting test year (1991) 
advertising expenditures, no such expense is properly 
excludible from the test year. (Mr . McRae) 

LfiA: No pos i tion. 

AT&T; No posit i on at this time. 

CITIZENS: The Citize ns believe that an "Election Coverage" 
advertising campaign was charge d above the l i ne in 1989. 
Any such costs projected f o r 1991 should be disa llowed. 

SIAFF: No position at this time pending further d ; scovery. 

d) Should the •public Relations" campaign be included as 
regulated advertising expenses? 

UNITEP; The expense incurred for the "Public Relations" 
campaign was accounted for in accordance with Corrunissio n 
policy. Hi storica lly, United has accounted for this 
expense as I ns titutional Adve rtising . As reflecte d in Mr. 
McRae ' s prefiled direc t test i mony be ginning at line 20 on 
page 33, the adjustment removing this t y pe of advertising 
expense has not bee n made in the test year. United feels 
it is inappropriate to r emove this expense for ratemaking 
purposes. 

EfiA : No position. 

AT&T: No position at this time. 

I 

I 

I 
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CITIZENS: The Citizens believe that a "Public Relations" 
advertising campaign was included i n 1990 above the line 
expenses. Any such campaign in 1991 should be disallowed. 

SIA~ No position at this time pending further discovery. 

e) Are "Business Testimonial" advertisements which refer 
to the "One Phone Company" and "Ca 11 On the Strength of 
United" ad campaigns and refer to e quipment s ales , the 
rental, maintenance and repai r of CPE and nonregulated 
sales pitc hes be allocate d to nonregulated operations? 

UNITE~ Yes, UTF has properly charged suc h advertising 
e xpenses to nonregulated operatio ns . UTF has made a 
deliberate, conscientious effort to analyze the intent and 
content of each advertisi ng campaign to ensure that the 
proper procedures for recording the adverti s ing expenses 
between regulated and nonregulated ope ra tions were 
established and adhered to in accordance with Commission 
poli cy and the Cost Allocatio n Manual (CAM) filed with the 
FCC. United has accomplished this objec tive and the 
expenses are properly r ecorded . (McRae and Mr. Reynolds) 

~: No position. 

AT&T: No position at this time. 

CITIZENS: See position on 44b. 

STAFF: No posi t ion at this time pending further di scovery. 

f) Should all costs related to the Florida Public 
Relations Association Golden Image Awards be disallowed for 
ratemaking purposes? 

UNITED; No. Costs related to the Florida Public Relations 
Associa t ion Golden Image Awards should not be disallowed 
for ratemaking purposes . They are l eg it imate business 
expenses incurred in the normal course of business. 
Participation in such programs benefits the company by 
fostering profess ion a 1 development of its public relations 
staff, and, as such this Association is similar 
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to professional organizations in which accountants, 
enginee r s, attorneys and other professionals are members . 
(McRae and Mr. Reynolds) 

f£IA : No position. 

AT&T: No position at this time. 

CITIZENS: Such costs are purely public relations or image 
building and should be disallowed fo r ratemaking purposes . 

STAFF: No position at this time pending further discovery. 

g) Do United ' s community support ads constitute c haritable 
contributions in the guise of advertising e xpe nse? 

UNITED: No . In today ' s competitive telephone environmenl 
all advertisements made by the company are designed t o 
generate revenues whether they are product specific or 
intended to simply remi nd customers that United is I 
available to meet their communications needs . Community 
support ads are v iewed by custome rs who share a concern for 
their communities, many of whom own and/o r operate 
businesses that are served by the Company. '!'he ads are 
promotional in that they reach individuals that have and 
make choices concerning the purchase of p roducts and 
services provided by United and its competitors. 

The Company has prope rly categorized community support ads, 
in the past and in the MFRs. These ads are not c haritable 
contributions, they are intended to enhance r evenues by 
attracting new or additional business from customers t hat 
attend and support the act ivities o r organizations 
involved. They are proper expenses for ratemaking 
purposes. (Mr. McRae) 

f£IA: No position. 

AT&T: No position at this time. 

CITIZENS: To the extent not a 1 ready removed through any 
image advertising adjustment, community support ads for 
high schoo l s , charitable organizations , etc. should be 
disallow d. 

I 
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SIAFF: No position at this time pending further discovery. 

h) Do community support advertisements for the Nestle Pro 
Am Golf tourname nt and the Prudential - Bache Tennis Classic 
and othe r sport events constitute contributions to sporting 
events in the guise o f advertising expense? 

UNITED: No. Community support adve rtisements for the 
Nes tle Pro Am Golf tournament and the Prudential - Bache 
Tennis Classic and other such events do not constitute 
contribut ions to sporting e vents i n the guise of 
advertising expensP . United received valuable advertising 
from these placements in the e vents' promotional 
documents. In most all cases t hese e vents are held in 
United ' s territory and therefore the e ve nt sponso rs are 
United's cus t ome r s. He nce , these events e nhance United's 
r evenues. (Mr . McRae) 

EfiA: No position. 

AT&T: No position at this time. 

CITIZENS: Any 
advertis i ng and 
test year. 

such sport e vents advertising is image 
s hould be disallowed if included in the 

STAFF: No position at this time pe ndi ng further discovery. 

45. ISSUE: What is the appropriate adjustment to operations 
and maintenance expense for advertising, if any? 

UNITEP: None. (Mr. McRae) 

~: No position. 

AT&T: No pos ition at this time . 

CITIZENS: $823, 550 of image and institution a 1 advertising 
and $1, 314,291 of the one phone company image campaign 
should be removed f r om ope r a ting expense . In addition, any 
associated pool- determined revenues should be removed. 
(Mr. oewa rd) 

ns 
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STAFF: 848,000 of intrastate operating expense associated 
with inst i tutiona 1 or image advertising should be removed 
from regulated operations. 

46. ISSUE: What is the appropriate amount of test year 
operating and maintenance e xpense? 

UHII£D: The appropriate amount of intrastate test year 
operating and maintenance expense is $251 , 521 ,498 as shown 
on updated MFR Schedule A-2e (total operating expenses less 
depreciation expense) and as reflected on Exhibit RDM- 4, 
Schedule No. 4, of Mr. McRae 's teslimony. (Mr. McRae ) 

~: No position. 

AT&T: No position at this time. 

CITIZENS: $237,689,640. (Mr. DeWard) 

I 

STAFF: At this time, the Staff's posit1on is that I 
$250,234 , 498 is the appropriate amount of test year 
operat i ng expense pending further discovery. 

47. ISSUE: What is tho appropriate amount of depreciation 
expense for the test year? 

UNITED: The nppropriate amount of intrastate test year 
depreciation expense is $99,43 6 ,490 as shown on updated MFR 
Schedule A-2e and as reflected on revised Exhibit RDM- 4, 
Schedule No. 4, of Mr. McRae's testimony. (Mr . McRae) 

r£IA: No position . 

AT&T: No position at this time . 

CITIZENS: This is a fall out issue that will be determined 
by final rate base and amortization related to Issue 39 . 

STAFF: The appropriate amount o f test year intrastate 
deprecia ion and amortization expense is $99 , 436,490. 

I 
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48. ISSUE : What is the appropriate amount of taxes other t han 
income tor the test year? 

UNITED: The appropriate amount of intrastate test year 
•other Taxes• is $16,737,722 as shown on updated MFR 
Schedule A- 2e and as reflected on r e vi sed Exhibit RDM-4 , 
Schedule No. 4, of Mr. McRae's testimony. (Mr . McRae) 

[fiA: No position. 

AT&T : No position at this time . 

CITIZENS: No position. 

STAFF: No position at this time pending further discovery. 

49. ISSUE: 
case? 

Should a parent debt adjustment be made in this 

UNITED: No. The adjustment for parent debt is a reduction 
in federal income tax expense for ratemaking purposes which 
is attributable to imputed interest expense on pa rent debt 
supposedly incur red to support the parent· s ownership of 
United's common stock. If United 's common s ~ock were owned 
by the genera 1 public rather than by United 
Telecommunications this adjustment would not be made even 
though individuals purchasing the stock may have borrowed 
funds to make the purchase. 

An adjustment for parent debt discriminates against 
operating utilities which are part of a holding company 
relative to those that are owned directly by the public . 
It is, therefore , inappropriate. In addition, it is 
inconsistent regulatory policy to recognize that a parent's 
ownership in a r egulated utility comes from various sources 
of capital while refusing to recognize this same principle 
when the same regulated utility owns a nonregulated 
subsidiary. (Mr . McRae) 

[fiA: No position. 

AT&T: No position at this time. 
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CITIZENS: Consistent with Convnission rule, a paront debt 
adjustment ~ b e made in this case. (Mr. DeWard) 

STAFF : Yes, a parent debt adjustment should be made in 
accordance with Rule 25-14.004 , Florida Administrative Code. 

50. ISSUE: What is the prope r amount of income tax e x pense? 

UNITED: The appropriate amount of intrastate income tax 
expense is $22, 734, 183 as shown on upda ted MFR Schedule 
A- 2e and as ref l cc ted on revised Exhibit ROM- 4, Schedule 
No. 4, of Mr. McRae 's testimony , (Mr. McRae) 

ffiA; No position. 

AT&T: No position at this time. 

CITIZENS: $29,852,491. (Mr. DeWard) 

I 

STAFF: This is a fall - out number dependent on the outcome I 
of other issues. 

51. ISSUE: Wha t is the appropriate ratemaking treatment for 
sales of nondepreciabl~ property? 

UNITED: All gains and losses on the sale o f 
non- deprec iabl t:> property should accrue to the benefit o r 
detriment of the investor rather than the ratepay~r. 

Ratepayers provide a return on the original cost of the 
Company· s investment in non- depreciable property. They do 
not provide for the recovery of capital, however, as would 
be the cas e if the property were depreciated and the 
depreciati on expense were recovered through rates charged 
by the Company. 

There is no provision i n the USOA or Generally Accepted 
Accounting Principles (GAAP) to reflect this type of ga i n 
other than to fully recognize it on the books of the 
Company as of the d ate of the transaction. The Commission 
has endo rsed the new USOA and in doing so endorsed the 
standards of GAAP for telephone companies under its 
jurisdi ction . (Mr. McRae). 

I 
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52 . 

LfiA: No position. 

AT&T: No position at this tim~ . 

CITIZENS: One fifth of the after tax gain and allowance on 
sales of land should be included as a credit in the income 
statement of the test year . The Citizens have no objection 
to a f our year amortization period. (Mr. DeWard) 

STAFF: One fourth of the after tax qain or loss on sales 
of non- depreciable property identified on revised MFR 
Schedule C-15 should be included in test year income. 

ISSUE: Is UTF's method of time repor ting appropriate with 
respect to regulated and nonregulated oper ations? 

UNITED: Yes, UTF's method of time reporting is appropriate 
with respect to regulated and nonregulated operations . 
UTF's methods of positive, fixed and survey time r epo rti ng 
are provided for i n the Cost Allocation Manual (CAM) as 
filed wi th the FCC in compliance with Docket CC 86-lll. 
The methods and application have been audited by the 
Company's external auditors and the results w"re reported 
to the FCC. UTF has received unqualified opinions for both 
of the years 1988 and 1989. 

United routinely performs reviews of all work fu nctions and 
time repo rting to ensure accuracy and the appropriateness 
of the job function to the time reporting. I n connection 
with this, changes to time reporti ng, effective January 1, 
1990, were made with respect to the sales force which took 
them from exception to positive time reporting on a going 
forward basis. This change is not expected to have a 
material impact on either regulated or nonregulated 
operations. (t1r. McRae) 

ffiA: No position. 

AT&T: No position at this time. 

CITIZENS: In early 1990 UTF made an adjustment to increase 
regulated expense and decrease nonregulated e xpense (sal es ) 
based on a change to positive time r eporting for employees 
who were primarily nonrcgulated. Because of this 
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adjustment, the Citizens question 
reporting by employees who are 
regulated time is overstated. 

whether the exception 
primarily charged to 

STAFF: No position at this time pending further discovery. 

53. ISSUE: Is UTF's cost allocation procedure appropriate? 

UNIIEP: Yes. United's cost allocation procedures are 
appropriate. The cost alloc ation procedures , as 
incorporated by the FCC within CC Docket 86-111, requires 
the company to directly or indirectly assign costs (fully 
distribute all costs) to regulated and nonregulated 
operations as described in Mr. McRae's profiled direct 
testimony on Pages 15 through 18. 

United is required to maintain on file with the FCC a 
quarterly updated version of its Cost Allocation Manual 

I 

(CAM) which addresse s the methods used by the Company to I 
ensure compliance with the requirements established in CC 
Docket 86- 111. To further ensure compliance the CAM 
identifies audit requirements and enforcement mec hanisms . 
The FCC requires an annual attestation audit be performed 
by the Company's external auditors with the results 
provided to the FCC and that monitoring reporls (ARMIS) be 
filed on a quarterly and annual basis. United has received 
unqualified opinions for both of the years (1988 and 1989) 
for which Unhed was subject to these audit requirements. 
(Mr. McRae) 

~: No position. 

AT&T: No position at this time. 

CITIZENS: Citizens do 
allocat i on procedure 
substantiated. 

not believe that 
is appropriate or 

UTF's 
has 

cost 
been 

STAFf: No position at this time pending further discovery. 

I 
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54. ISSUE: Has UTF adequately disclosed the nature and the 
extent of all related party transactions including 
transactions which may not be given accounti ng recognition 
on UTF ' s books? 

55. 

UNITED: Yes. The Company attempts to disclose all related 
party transactions in accordance with appropriate legal and 
financial requirements. The Company is aware that in 1988 
related party transactions with UTLD were inadvertently not 
disclosed in the annual report. The 1989 Form M correctly 
discloses the related party transactions between the 
Company and UTLD in accordance with Rule 25-4.018, F.A.C . 
(Mr. McRae). 

f£IA: No position. 

AT&T: No position al this time. 

CITIZENS: The Citizens do not believe that UTF has. For 
example, the company has not adequately disclosed the 
dollar amount of its purchase of long distance telephone 
service from its affiliated UTLD. 

STAFF: No position at this time pending furt~e. discovery. 

ISSUE : In light of the affiliated nature of 
transaction, is UTF's utilization of UTLD for MTS 
services prudent and reasonable? 

the 
type 

UNITED: Yes. Irrespective of the fact that UTLD is an 
affiliate, it is reasonable and prudent for UTF to utilize 
UTLD. While UTLD is the primary provider of service to 
UTF, UTF relies on other IXCs as well, including a 
non-affiliate. UTLD provides high quality service at 
competitive prices. Moreover, UTF has a strong economic 
motivation to utilize UTLD because UTLD in turn utilizes 
UTF ' s operator services, trouble reporting and billing and 
collection services to a substantially greater degree than 
any other IXC. At the UTLD cert'fication proceedings , UTF 
stated that one oC the primary rationales for forming UTLD 
was to utilize UTF resources that had previously served 
IXCs who were beginning to provide those services 
themselves. Moreover, as the owner of UTLD, UTF has a 
vital interest in assuring that UTLD provides only the 

07 3 
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highest quality service. By utilizing UTLD, UTF maintains 
a continuous quality check of the level of service UTLD 
offers. (Mr . Reynolds) 

~: No position. 

AT&T: No position at this time. 

CITIZENS: UTF utilizes its affiliate United Telephone Long 
Distance (UTLD) for company official long distance 
telephone se rv ice . Previ ously UTF used U.S. Sprint and 
prior to that AT&T for all of 1ts one plus dialing. UTF 
should be able to show that its change from u .s. Sprint 
(which is also an affiliate to UTLD) was prudent and 
reasonable and the least cost method of meeting its 
communications needs. UTF should be able t o show that its 
calling needs could not be more cost effectively met 
through a service provided with lower MIS rates and/or 
discounted pricing schemes (suc h as WATS) which would suit 
UTF's large volume calling needs. 

STAFF: No position at this time pending further discovery. 

56. ISSUE: Should GS&L costs allocated to 1 Tr by UTI be 
adjusted to exclude those costs associated with UTI· s role 
as owner/investor, such as intangibles taxes on dividend 
income. mergers and acquisitions analysis and certain other 
administrative functions? 

UNIIEP: No . 'fhese costs are normal business expenses and 
are r ecoverable as such. The costs represent functions 
that United would have to provide for itself if it were 
publicly held , and that the companies which comprise United 
did incur before affili ation with United 
Telecommunications, Inc. Costs wh ich United ~voids 

incurring directly due solely to that affiliation should 
not be disallowed. (Mr. Mann) 

Lflb: No position. 

AI&I: No position at this time. 

CIII~ENS: Yes, as reflected in the testimony of Citizens' 
witness Michae 1 Brosch. (Mr. Brosch) 

SIAFF: No position at this time pending further discovery. 

I 

I 
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57 . ISSUE: Should GS&L costs allocated to UTF by UTI be 
adjusted to exclude these costs: charitable contributions, 
image advertising, corporute jet aircraft expenses, 
incentive compensation and any expenses which would be 
disallowed if incurred directly by UTF? 

58. 

UNITED: No. The issue as stated assumes, without basis, 
that the FPSC would disallow these expenses if incurred 
directly by UTF. Such costs r epresent normal business 
expenses and should be recoverable. (Mr. Mann) 

f£IA: No position. 

AT&T: No position at this time. 

CITIZENS: Yes, as reflected in the testimony of Citizens' 
witness Michael Brosch. (Mr. Brosch) 

STAFF: No position a this time pending further discovery. 

ISSUE: Should GS&L costs allocated to UTF 
adjusted to exclude those costs associated 
recovery of a rate of return on parent col"'pa.ly 
whic h exceeds UTF ' s allowed rate of return? 

by UTI be 
with the 
investment 

~0: No. The rate of return on pare nt company 
investment allocated to UTF and the other United Telephone 
operating suusidiaries is calculated and c harged in a 
manner that equitably distributes to each affiliate the 
capital costs associated with the parent's investment . The 
rate of return utilized is the weighted average pretax cost 
of capital of all of the telephone subsidiaries combined 
using the weighted average authorized returns on common 
equity of each. This allows UTI to r ecove r the same rate 
of return from each subs idi a ry using a return o n equity 
which reflects decisions made in the various r egulatory 
jurisdictions the companies ope rate in. Although the rate 
will undoubtedly not e xact ly match the overall allowed 
returns of most of the companies it has provided a fair, 
consistent means for UTI to recover a r eturn on its 
investment supporting the r egulated telephone 
subsidiaries. (Mr. Baker) 

f£IA: No position. 

0 7 5 
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AT&T: No position at this time. 

CITIZENS: Yes, as reflected in the testimony of Cit izens · 
witness Mi c hael Brosch. (Mr. Brosch) 

STAFF: No position at t his time pending further discovery. 

59 . ISSUE: Should costs allocated t o UTF by an affiliate be 
adjusted to exclude those costs associ a ted with unusu ally 
large and nonrecurring costs t o desig n and program complex 
customer billing systems? 

UNITED: No. These are costs associated with designing a nd 
building a new billing system for UTF and all other UTI 
operating telephone companies. The p resent billing system 

I 

is becoming increasingly incapable of handling t oday's more 
complex environment and must be replaced to mee t 
requirements, as r ecogni zed by the FPSC, of ne w services 
demanded by our customers. If a new system were not being I 
designed, significant costs would be required to modify the 
existing system and this expense would be an allowable cost 
in ratemaking. It is a normal r ecu rr i ng expense to d evelop 
ne w or expand upon e xi st ing systems to meel increased 
customer and business needs . (Mr . McRae ana Mr . Bake r) 

f£IA: No position. 

AT&T: No position at this time . 

CITIZENS: Yes, as reflected in the testimony of Citizens • 
witness Michae l Brosch. Test year expenses should be 
reduced $3,40 6 ,793 (total company). (Mr. Brosch) 

STAFF: No position at this time pending further discovery. 

60. ISSUE : Should data processing costs allocated t o UTF by 
its affiliate, UDSI , be adjusted to exclude those costs 
associated with return on investment and other expense 
increases projected for the test period? 

UNITED: No. Expenses projected for the test year by 
United are in~ended to reflect the e xpected normal business 
costs of 1991. The projections were b ased o n actual 

I 
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61. 

e xpenses of prior periods and adjusted by the budgets 
department based on known and forecas ed data . The return 
on investment and other expenses are also normal costs of 
doing business and should be included and recognized by the 
FPSC. (Mr. Baker) 

~: No position. 

AT&T: No position at this time. 

CITIZENS: Yes, as reflected in the testimony of Citizens' 
witness Michael Brosch . (Mr. Brosch) 

STAFF: No position at lhis time pending further discovery. 

ISSUE : What is the proper ratemaking treatment to match 
test year expenses with savings or revenues ge nerated by 
the e xpenses? 

UNITED: United is continually undertaking special projects 
to enhance service , increase productivity or both. Because 
such projects are continually undertaken, there is a 
constant mismatch of costs and savings. To the extent that 
these projects will incur expend itures in 1991 , it is 
likely that the full impact of anticipated savings wil l not 
occur until 1992 or beyond . Conversely, for projects 
implemented prior to 1991 the full impact of t he savings is 
included in the test year with none of tha associated 
implementatio n costs. Because these types of projects are 
continually in process, it is not appropriate to attempt t o 
match all costs and savings from these projects in this 
proceeding. Howe ver, fairness requires that if an 
adjustment for savings realized after the test yea r is to 
be made then to the extent that savings were reali zed in 
the test year r esulting from costs incurred in prior years 
an adjustment should also be made to include those costs in 
the test year. 

~: No position . 

AT&T: No posi tion at this time . 
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CITIZ~NS: UTF's test year of 1991 includes the costs of 
implementing projects which are designed to i ncrease 
productivity at UTF . In some instances projects required 
1mplementation costs or other nonrecurring costs in lhe 
test year while the productivity benefits or costs savings 
were not included in the test year or were only included in 
a partial amount. The Citizens have attempted to match the 
costs with the expected benefits of the costs so that 
ratepayers do not pay rates based on a test year with 
nonrecurring or expiring cost and no cost savings. The 
Citizens proposed accounting treatment would increase 
benefits/decrease expenses by $3,240 , 924 (intrastate}. 
(Mr. DeWard} 

STAFF: No position at this time pending further discovery . 

62. ISSUE: What is the test year net opera t ing income? 

I 

UNITED: Intrastate test year net operating income is I 
$79, 689, 107 as shown on updated l-1FR Schedule A-2e and as 
reflected on revi sed Exhibit RDr-1-4, Schedule No. 4, of Mr . 
McRae • s test1mony. (Mr . McRae} 

LfiA: No position. 

AT&T : No position at this time. 

CITIZENS: $96,047,849. (Mr. DeWard) 

SIAFF: At this time, the Staff ' s position is that the test 
year net operating income is $84,783 ,159, pending further 
discovery. 

REVENUE REOUIREMENI 

63. ISSUE: What is the amount and appropriate disposition of 
the revenue held subject to corporate undertaking? 

UNITED: The appropriate disposition of revenue held 
subject to corpo rate undertaking cannot be determined until 
1990 results are known. (Mr. McRue} 

f£1A: No position. 

I 
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AT&T: No posit ion at this time. 

CITIZ~NS: No position. 

SIAfF: No position at this time pending further di scovery. 

64. ISSUE: What is the appropriate amount of the revenue 
increase/decrease for the test yea r? 

UNITEP: The appropriate amount of r e venue increase for the 
test year is $26,290,000 as shown on updated Ml-~R Schedule 
A- 3 and as reflected on revised Exhibit RDM- 4, Schedule No. 
1, of Mr. McRae's testimony. 

f2IA: No position. 

AT&T: No position at this time. 

CITIZENS: Revenue requirements should be decreased by 
$23,670 ,925. (Mr. DeWa rd) 

STAFf: At this time, the Staff • s position is that test 
yea r revenue shoulO be increased by $7,350,000, pendi ng 
further discovery. 

RATE PESIGN ANP TARiff CHANGES 

65. ISSUE: United· s proposed r eve nues are based on proj ec ed 
units. Is the method Un i ted used to develop the projected 
units appropri ate? 

UNITEP: Yes. Test yea r units for 1991 were foreca s ted 
based on historical trends, planned implementation 
t imelines for s e rvices to be tariffed {e. g., ExpressTouch, 
MessageLine, etc.), and economic trends and forecasts. 
Historical data was developed from analysis of monthly 
customer billing records {e .g., the Service Connection 
Ana lysis Report, the Station Data Repo rt, the Service and 
Equipment Stati s tical Report, t he Toll Processing Control 
Analysis Report, etc . ) and special customer billing study 
r eports. {Mr. Poag) 

ffiA : No pos i tion . 
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AT&T: No position at this time. 

CITIZENS : No position. 

SIA~ No position at this time pending further discovery. 

66. ISSUE: What general approach, considering accuracy and 
methodology of cost studies, valuP of service, competition , 
universal service goals, etc., should be used in changing 
rates to produce the approved revenue requirement? 

UNITED: Rate development was based on the traditional 
value of service concepts for rate variations between rate 
groups and between the various classes of service for all 
basic exchange services. A market-value approach was taken 
with regard to the overall level of basic services. The 
market-value approach is used to develop appropria te rate 
leve ls for basic services and to shift more of the burden 
of the cost of providing the service to the cost causer 
while maintaining the overall universal service objective . 
The result of this approach is to shift a greater portion 
of Unite~·s total r e venue requirement from the more 
competitive toll and access services to the basic 
services. By establishing rates which will allow United to 
maintain a competitive position i n the toll services 
market, United wi ll be better able t o maintain 
contributions from these rna rkets to the long term benefit 
of the general bo~y of ratepayers. In developing r ates and 
rate structures for services that are proposed to change, 
analysis of the rates of other companies, cost , customer 
impact, and over a 11 customer acceptance and understanding 
were considered. (Mr . Poag) 

.[£IA: In maki ng pr1c1ng decisions in this docket, the 
Commission should be guided by the policies embodied in the 
revised Chapter 364, Florida Statutes, that takes effect on 
October 1, 1990. Although the new legislation does not 
expressly govern these proceedi ngs , the rate decisions 
rendered in this case will govern the company and its 
r atepayers for approximately the next four years, and there 
is no bar under the current law to consideration and 
evaluation of the United proposal s in light of the 
requirements set forth in the law that will govern at the 
conclusion of this rate case . In particular, it is 

I 
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critical that all compe itive services be identified and be 
priced in a manner that is cost-based, without 
subsidization from monopoly ratepayers, and wi t hout any 
opportunity for anticompetitive or predatory behavior by 
United . 

AT&T ; As we move into an env ironment where elements of 
long time monopoly provided services are becoming 
competitive and where monopol y items are being offered in 
conjunction with competitive i lems by the loca 1 exchange 
companies, elemental cost will become an increasingly 
important ratemaking c r iteria. I n other word~, rates 
charged for a particular service should reflect the 
underlying costs incurred in providing the service. 
Further, when monopoly provided elements are offered in 
conjunction with competitive elements , the Commission must 
insure that those monopoly items are offered to customers 
free of discrimination with respect to price , terms and/o r 
availability. It would be inappropriate f or a service 
provider to distort or influence a competitive market 
through discriminatory pri cing of monopoly provided 
servi ces. {Mr. Guedel ) 

CITIZENS: No position. 

STAFF : Staff's preliminary position is thut rates and 
charges for basic local service s hould be set after rates 
and c harges for a 11 other services have been set . Thus, 
staff recommends that the Commission cont inue its policy of 
residual ly pric ing basic local service. Cost studies, 
where available and determined reasonable, s hould be used 
as one input in pricing decisions. Other considerations 
shou ld include appropria te contribution levels, hi storic 
revenue/cost relationships, the existence and e xte nt of 
competitive alternatives, c ustomer impact, establi s hed 
Commission policy, etc. Specific rates for basic local 
service should then be set based on costs, if available and 
reasonably determi ned, relative usage, value of service , 
a nd social goals such as universal service. 
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67. This issue has been dropped: Is the Company able to 
reconcile billing units revenue to booked r evenue for 1989? 
If not, should any adjustme nt be made to r ecognize the 
inability to reconcile billed and booked revenue? 

68 . This issue has bee n dropped: I n the Commission ' s recent 
investigation into Toll Monopoly Areas (TMAs) in ON 880812, 
it ruled that TMAs would be eliminated on December 31, 
1991. In that docket, United testified that it would 
require pricing flexibility in order to be able to compete 
effectively after TMAs are eliminated . Are United ' s 
proposals for pricing flexibility in this docket consistent 
with its own stated requirements in ON 880812? If not, 
should the Commission take any action? 

69 . ISSUE: Have the billing units for employee concessions 
been accounted for properly? 

I 

UNITED; Based on c ustorr.e r bi 11 i ng records which carry an I 
employee indicator, employee concession billing units have 
been accounted f o r properly in this filing. (Mr. Poag) 

FPTA; No positi on. 

AT&T: No position. 

CITIZENS: No position . 

STAFF: No position at this time pending further d:scovery. 

70. ISSUE; Should United ' s proposed increase in Local 
Directory Assista nce from $. 25 to $.35 be approved? 

UNITED: Yes. The proposed increase will put the rate more 
in line with the cos t of providing the service as well as 
placing the cost on the cost causer. The FPSC recently 
approved the $. 35 rate for AT&T' s directory assista nce 
service. The cost per billable call for United is 
approximately $ .29. Additional r evenue from this 
disc r et ion a ry service permits add i tiona 1 decreases t o to 11 
and access services. By establishing rates which will 
allow United to maintain a competitive position in the toll 

I 



I 

I 

I 

ORDER NO. 23539 
DOCKET NO. 891239 - TL 
PAGE 53 

services market, United will be better able to maintain 
contribut·ons from these markets to the long term benefit 
of the general body of ratepayers. (Mr. Poag) 

~~: No position. 

AT&T: No positi on. 

CITIZENS : No pos ition. 

STAFF: To the extent cost studies are available and 
determined reasonable, cost should be used as one input in 
setting rates. Other considerations should include 
appropriate contribution levels, historic revenue/cost 
relationships, the existence and extent of competitive 
alternative s, customer impact, established Commission 
policy, etc . In general, no item should be exempt from 
rate changes without proper cost justification. 

71. ISSUE: United has proposed to increase the r ates for Local 
Operator Assistance as shown below. Should these rates for 
Local Operator Assistance be approved? 

Payst a tion Pers on t o Pe rson 
Paystation Credit Card 
Paystation All Other 
Busy Ve rific ation 
Emerge ncy Interrupt 

present 

$1. 70 
.70 
.70 
.15 
. 15 

$2 .50 
$ . 75 

1. 00 
. 95 
• 45 

UNITED: Yes. The proposed rates for local operator 
services are equal to the e xi sting rates for intraLATA toll 
operator services. Local and intraLATA operator service s 
are functionally the same and the above proposed changes 
will establish rate uniformity for United's operator 
assistance services . Additional revenue from these 
discretionary services pe rmits additional decreases to toll 
and access services . By establishing rates wh ich will 
allow United to maintain a competitive position in the toll 
services market, United will be able to maintain 
contribulions from these markets to the long term benefit 
of the ge neral body of ratepayers. 
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The proposed rates for Operator Assi sted Local Calls have 
already been approved for Southern Bell and GTE local 
operator services and for United, Southern Bell , and GTE's 
intraLATA toll operator services. 

The current rates for busy verificati o n and emergenc y 
interrupt services are below incremental cost. Many of 
these calls are discretionary and the cost s hould be 
recovered from the cost cause rs. The proposed rates have 
already been approved for GTE local and intraLATA toll 
operator services as well as Southern Bell and United 
intraLATA toll operator services . (Mr. Poag) 

LfiA: No positi on. 

AT&T: No position. 

CITIZENS: No position . 

I 

STAFF: To the extent cost studies are available and I 
determined reasonable , cost should be used as one input in 
setting rates. Other considerations should include 
appropriate contribution l e vels, historic reve nue/cost 
relationships , the existence and extent of competitive 
alternatives, customer impact , established Commission 
policy, etc. In general , no item should t'e ~xempt from 
rate chdnges wi thout prope r cost justification . 

72. ISSUE: United has proposed changes in the rates f or 
directory listings as shown below. Should these rates for 
directory listings be approved? 

Additional Listi ngs 
Listing Alternate 
Li sting Extra Line 
No n- listed service 
Non-published serv ice 
Listing Cross Reference 
Listing Secondary 
Listing Foreign 

Present 

$ l. 00 
l. 00 
l. 00 

.65 
l. 50 
l. 00 
l. 00 
1. 00 

Proposed 

$ l. 25 
1. 25 
1. 25 
1. 00 
2.00 
1. 25 
l. 25 
1. 25 

I 
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UNITED : Yes. The proposed rates are in 1 ine with those 
currently charged by other telephone companies in Florida . 
Additional revenue from these discretionary serv ices 
permits additional decreases to toll and access services. 
By establishing rates which will allow United to maintain a 
competitive position in the toll services market, United 
will be able to maintain contributions from these markets 
to the long term benefit of the genera 1 body of 
ratepayers. (Mr. Poag) 

f£IA: No position. 

AT&T: No position. 

CITIZENS: No position . 

SIA~ To the extent cost studies are available and 
determined reasonable , cost should be used as one input in 
setting rates. Other considerations should i nclude 
appropriate contribution levels, historic revenue/cost 
relationships, the ex istence a nd e xten t of competitive 
alternatives, customer impact , established Commission 
policy , etc. In general, no item should be exempt from 
rate changes without proper cost justification . Absen t 
cost justification , rates for this service should not be 
increased less than the overall percentage inc rease granted 
in this case. 

0P5 
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73. ISSUE: United has proposed no changes to the 
offerings contained in its Mi scellaneous 
arrangements tariff. Is this appropriate? 

1. Au tomatic Time/Temperature/Weather 
2. Break in Rota ry Group 
3. Custom Calling Features 
4 . Directory Number Transfer 
6. Fire Alarm Conference System 
7. List Service 
8. Special Billing Service 
9. Time and Charges Repor ting 

10. Special Identity Number Arrangement 
11. Magnetic Tape Billing 
12. Single Party Access Line Features 
13 . Billed Number Screening 
14 . Remote Call Forwarding 
15. Dial- it Service 
16. Dupli cate Bill 
17. 976/900 Blocking 
18. Custom Code Restriction 
19. Watch Alert 

following 
Service 

UNITED: Yes, it is appropriate not to change the rates f o r 
these services as discussed be l ow. 

Automatic Time/Temperature/Weather 

Demand is limited for this competitive service and no rate 
change has been proposed. 

Break In Rotary Group 

Thi s service is only available in step-by- step switching 
equipment and will be phased out by 1993 based on United ' s 
cur r e nt plan to convert to digital switching . 

Custom Calling Fea tures CCCF) 

Two new features, Cancel Call Waiting and Call Forwarding 
Rusy, and flexible pricing in the f o rm of m1n1mum and 
maximum rates we re just recefit ly approved by the 
Commission , Authority Number T-90- 107 . These changes 
became effective May 18, 1990, three days afte r the filing 
of the MFRs. United is currently i n the process of 

I 

I 

I 



I 

I 

I 

ORDER NO. 23539 
DOCKET NO. 891239- TL 
PAGE 57 

developing a tariff filing for ExpressTouch, a set of 
enhanc d custom calling f eatures that utilize the 
forwarding o f the calling telephone numbe r . Time is needed 
to evaluate customer demand o f the two new CCF features , 
those of ExpressTouch, and any cross-elastic impacts that 
may occur between the two services. For these reasons, 
United has not proposed any rate changes at this time . 

Directory Number Transfer 

This service, currently offered in non-digital offices , is 
similar to the custom calling feature of Call Forward ing 
offered in digital cen t r al offices . Directory Numbe r 
Transfer service will be discontinued when all centr 1 
offices are converted to dig ital switching. 

fi~ Conference System 

This conununity fire r eporting service is primarily used by 
volunt er fire depar mea ts. To the extent that there is 
only limited demand and because of the public safety value , 
no rate changes are proposed. 

List Ser~ 

Given the limited demand f o r thi s service at the cu rre nt 
rates, an increase is not proposed . 

Special Billing Service 

This servi ce allows customer s t o associate origi nating toll 
calls to specific stations, depa rtments , projects, etc. 
The ra tes f or some Winte r Park custo~ers have been 
grand f athercd since 1983. No rate changes are proposed. 

Time and Charges Reporting 

The re a r e no s eparate rate elements f o r this service . The 
operator se rvice charges i n Section Al8 of the Gene r al 
Exchange Ta riff are applicable for this service . No 
c hanges are proposed for the long d istance operator service 
charges. 
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Special Identity Number Arrangement ~lU 

SINA is a feature that allows a single line to have two 
telephone numbers and two d isti nctive rings . It is o nly 
offered in NX-lD , NX- lE,and DSS-1210 offices . As these 
offices are replaced, the se rv ice is being discontinued. 

Magnetic Tape Billing 

There is no demand for this service and no rate changes are 
proposed. 

Single Party Access Line Features 

This feature r e verses disconnect control from the cal l ed to 
the calling party. There i s l imited demand for this 
service as it is primarily r equested by owners of answering 
machines t hat were manufactured prior to 1982. 

~lled Number Screening 

The cu r rent rate for this service is appropriate. 

B..e.m.Q.t e C a 11 Fo rw a.t.OJ n g_ tRill 

The cu rrent r ates are appropriate and provide s ufficient 
contribu tion. 

pi a 1-I_t s e r y ice 

Changes to rdtes and regulations for Dia l -It Service were 
filed with the Commission on February 28, 1990, prio r to 
the rate case filing. The pendi ng c hanges are under r eview 
in Docket No . 900183-TL. 

ouplicate Bill 

There is l imited demand for thi s service. 
bill copy i ng and processing costs and 
those c harged by Southe rn Bell and GTE. 

976/900 Blocking 

The rates defray 
are comparable t c 

United established 976/900 Blocking Service in 
with Order No. 19107 in Docket No . 880200-TL. 

complia nce 
The Order 
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required LECs to offer the blocking for a one time 
nonrec urr i ng Company-specific c harge not to exceed $10 . 
Additionally , existing customers we r e given a 90 - day 
opportunity to subscribe to the service without the 
nonrecurring charge. Per the Order, new service 
subscribers conti nue to be offered a 90-day waive r of the 
nonrecurring charge whe n establishing new exchange 
service. A 1988 cost study showed that costs for the 
Blocking Service were being recovered by the nonrecur ring 
charge. 

Custom Code Restriction 

Custom Code Restrict1on provides customers with greater 
control over their telephone bill by preventi ng acces s to 
calls which result in a c harge . The rates we r e developed 
to cover the cos t of providing the service , to provide a 
contribut ion to local e xc hange service and to be affordable 
for those subscribers who need the service . United's 
recurring monthl y ratus for Custom Code Restriction are 
comparable to Southern Bell and GTE ' s . 

WatchAlert 

Customer demand for this service 
origi nally anticipated. This is 
service; an increase in rates is 
cur r ent demand levels. (Mr. Poag ) 

~: No position. 

AT&T: No position . 

CITIZENS: No position. 

has been less t han 
a hi g hly competitive 

not jusLfied based on 

STAFF: To the e xtent cost studies are available and 
determined reasonable, cost s hould be used as one input i n 
setting rates. Other considerations s hould i ncludP 
appropriate contribu tion l e vels, hi storic r evenue/cost 
relationships, the existence and e xte nt of competitive 
alternatives, customer impact, established Commission 
policy , etc . I n general , no item should be e xempt from 
rate c hanges without proper cost justification. Absent 
cost justification, ra tes for this service should not be 
increased less than the overall percentage incre ase granted 
in this case . 

npg 
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74. ISSUE: United has proposed a 50\ increase to the Extension 
Line Mileage r ates contained in its Miscellaneous Service 
Arrangements tariff. Should this proposal be approved? 

UNITED : Yes. Extension l1ne mileage service utilizes 
dedicated facilities, and is identical to local private 
line service from a technical perspective. Extension line 
mileage rates should be increased by 50\ for consistency 
with the increase proposed for local private line service 
rates . United intends to restructure extension line 
mileage rates at the same time that it restructures local 
private line service, as outlined in United's pos ition on 
Issue 85a. (Mr. Poag) 

ffiA: No position. 

AT&T: No position. 

CITIZENS: No position. 

I 

STAFF: To the extent cost studies are available and I 
determined reasonable , cost should be used as one input in 
setting rates. Other considerations should include 
appropriate c ontribut ion levels , historic revenue/cost 
relationships, the existence and extent of competitive 
alternatives, customer impact, establishe~ Commission 
policy, etc. In general, no item should be exempt from 
rate changes without proper cost justification. Absent 
cost justification, rates for this service should not be 
increased less than the overall percentage i ncrease granted 
in this case . 

75. ISSUE: United has proposed increases to various items 
provided under the Special Service Arrangements subsection 
of its Miscellaneous Service Arrangements tariff. Is this 
appropriate? 

UNITED: Yes. The Special Arrangements that are not 
covered by contractual payment plans have proposed 
increases of 15\. The rates for many of these services 
have not increased in many year s. This across the board 
increase is appropriate to recover a portion of inflation 
related cost increases ove r time. (Mr. Poag) 

I 
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f£IA : No position. 

AT&T: No position. 

CITIZENS: No position. 

STAFF: To the extent cost studies are available and 
determined reasonable, cost should be used as o ne input in 
setting rates . Other considerations should include 
appropriate contribution lev~ls , historic revenue/cost 
relationships, the e xi stence and extent of competitive 
alternatives , customer impact , established Commission 
policy , etc . In general, no item should be e xempt from 
rate changes without proper cost justification . Absent 
cost justification, rates for this s e rvice should not be 
increased less than the overall percentage increase granted 
in this case. 

76. ISSUE: United has proposed no c hanges to its Touch-Tone 
rates . However, it has proposed banded rates on 
Touch-Tone. Specifically, it has proposed a lower band at 
$. 50 and an upper band at $2.00. Is this a ppropr iate? 

UNITEQ : Yes. Touc h- Tone i s a discretionary and 
competitive service. The functional signa 11 i. g capability 
of Touch- Tone serv ice is available from cus t omer premises 
equipment. While United has not proposed a rate change at 
this time, it does propose pricing flexibility in the form 
of banded rates, a minimum of $0.50 a nd a maximum of 
$2 .00. This will allow United the abil ity to change prices 
in response to market conditions and to dete rmine , over 
time, the effect of price changes on l evels of demand . 

The minimum and maximum rates were developed based on t he 
current rate level, a r e view of the rates of other 
companies and perceived willingness to pay. The criteria 
for the minimum rate is incremental cost plus 
contribution . The maximum rate is judgmental based on the 
ma ximum perceived market rate within the next three to 
seven years. (Mr. Poag) 

ffiA: For competitive pay telephone providers , 
subscription to Touch-Tone serv1ce is not discretionary. 
In order to provide any pay telephone service, competitive 

091 
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pay telephone providers must subscribe to this service 
since United , like all of the LECs, does not make available 
under any terms and conditions central o ffi ce function
alities or coin like services utilized by United's own 
payphones. The Commission has limited the use of such 
banded rates to discretionary services , and it should not 
now deviate from that policy. 

Accordingly , to eliminate the potential for anticompetitive 
pricing practices for this bottleneck monopoly input, 
nonLEC payphone providers will pay cost- based rates but 
they must not be subjected to banded rates. The FPTA 
proposes that nonLEC payphone providers continue to pay a 
nonbanded rate and t hat the rate be set at $1 . 00 or any 
lesser amount approved by the Commission. 

AT&T: No po~ ition. 

CIIIZE~S: No position. 

I 

STAFf; No position at this time pending further discovery . I 
77. This issue has be en stipulated: United proposed no change 

in its tariff for Charges App licable Under Speci a 1 
Conditions. In 1 ight of the recent changes in o ther Loca 1 
Exchange Companies ' similar tariffs, i s this app ropriate? 

78. 1SSUk; Semi - public 
increased. Are the 
appropriate? 

telephone rate s are 
proposed semi - public 

propose i to be 
telephone rates 

UNITED: Ye s. Existing revenue s from s emi - public c o in 
service do not recover its cost. Because t he addi tiona 1 
costs of the co i n telephone station equipment is not 
r ecovered from coin revenues , a rate higher than the 
current Bl rate is appropriate to recover a portion of the 
semi-public station equipment cost. The average 1988 
embedded cost of combined public and semi-public coin 
telephone service is approximately $90 . 00. Average 
r e venues for semi- public service are approximately $32. 00 
in local coin calls and $18.00 in recurring access line 
revenues. Increasing the rate to 125\ of the business 
one- party line will increase reve nues by an average of 
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$12.04 pe r station, br inging total r e ve nues for the service 
more in line with the cost of providing the service. (M r . 
Poag) 

ffiA : No positi on. 

AT&T: No position. 

CITIZENS: No position. 

STAFF: No position at this time pe nding further discovery. 

79a. ISSUE: United has proposed no changes to the followinq 
offerings contained in its Auxiliary Equipment Tariff. I s 
this appropriate? 

a. Indoor Booths 
b. Shelfette 
c. Acoustical Wall Booth 
d. Floor Mounted Wall Booth 
e. •the Pe arl• (wall only) 
f. Outdoo r Booth Standard 
g. Outdoo r Booth Delux 
h. Boothette 
i. Boothette Stand 

UNITED: Yes. With proposed i ncreases in semi - public basic 
serv1ce rates , i ncreases for this equipme nt are not 
appropriate at this time. (Mr. Poag ) 

ffiA: No pos ition. 

AT&T: No position. 

CITIZENS: No posit ion. 

STAFF; To the extent cost studies are available and 
de termined r e asonable , cost shou ld be used as one input in 
setting rates. Othe r considerations should include 
appropriate contribution l e vels, histor ic revenue/cost 
re la tionships, the existe nce and extent of competitive 
alternatives , customer impact, established Commission 
policy, etc . In gene ral, no item should be exempt from 
rate c hanges wi t hout proper cost justification. Absent 
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cost justification, rates for this service should not be 
increased less than the overall percentage increase granted 
in this case. 

79b . ISSUE..:.. United has proposed no changes to the following 
offe rings contained in its Long Line Equ 1pment subsection 
of its Auxiliary Equipment Tariff. Is this appropriate? 

a. VP Repeater 
b. Signaling Package 

UNITEP: Yes. With a proposed 50\ increase in local 
private line services, an increase on auxiliary private 
line services is not appropriate at this time. United 
proposes t o res truc ture and reprice a 11 local private 1 ine 
services subsequent to a final decision and implementation 
of the Private Line/Special Access Restructure in Docket 
No. 890505- TL . At that time, all private line services 
will be reviewed and revised rates proposed accordingly. 
(Mr . Poag) 

f£IA: No position. 

AT&T: No position. 

CITIZENS : No pos ition. 

STAFF: To the extent cost studies are avai l able and 
determined reasonable, cost should be used as one input in 
setting rates. Other considerations should include 
appropriate contribution levels, historic revenue/cost 
relationships, the existe nce and exte nt of competitive 
alternatives, customer impact, established Commission 
policy, etc. In general, no item should be exempt from 
rate change s without proper cost justification. Absent 
cost justification, rates for this service should not be 
increased less than the overall percentage increase granted 
in this cas e. 

I 
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79c. 

80. 

ISSUE: United has proposed 
offerings contained in its 
Hearing Impaired subsection 
tariff. Is this appropriate? 

a . TDDs 

no changes to the 
Auxiliary Equipment 
of its Auxiliary 

b. Handsets for Hearing Impaired 
c. Signaling Equipment for Hearing Impaired 
d. Accessories 

following 
for the 

Equipment 

UNITED: Yes. The rates for telecommunications devices for 
the hearing and speech impaired were not designed to 
provide a contribution above their costs . In Docket No. 
830202- TP, Order No. 13906, the Convnission directed that 
this specialized customer premises equipment be priced to 
cover (ully allocated costs without including a ra te of 
return on the investment component. The limited demand for 
these services suggests that increases would not be 
appropriate from a market - value perspective. (Mr. Poag) 

£fiA : No position. 

AT&T: No position. 

CITIZENS: No position. 

STAFF : By Order No. 13906 issued in Docket No. 830202, 
these rates should be priced at cost. 

ISSUE: The 
Interconnection 
usage charges 
rates. Should 

only changes United proposed for 
of Mobile Services is to reduce mobile 

to reflect proposed reductions in access 
thi s be approved? 

UNITED: Yes. To the exte nt that United · s proposed 
reductions in access rates are approved and in keeping with 
the Convnission's Order No. 20475 in Docket No. 870675- TL, 
the proposed mobile usage reduct ions should also be 
approved. (Mr. Poag) 

f£IA: No position. 

AT&T: No posi tion. 

nss 
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CITIZENS: No position. 

STAFF; Yes, United's proposed reduction in mobile usage 
charges for Interconnection of Mobile Services should be 
approved. Staff ' s prel imi nary position is that this should 
be the only change for the Interconnection of Mobile 
Services tariff . 

81. ISSUE; United has proposed to 1ncrease the rates for its 
own mobile service by 15\. Is this appropriate? 

UNITED: Yes. Customer demand is declining due to cellular 
competition. Due to the declining demand and ongoing cost 
of continuing to maintain the facilities associated with 
providing this service , United plans to phase out the 
offering of this service over time. The p roposed rate 
increase wi 11 contribute toward ongoing maintenance costs. 
(Mr. Poag) 

ffiA: No position. 

AT&T: No position. 

CITIZENS : No pos ition. 

STAFF; To the extent cost stud ies are available and 
determined reasonable , cost should be used as one input in 
setting rates . Other considerations should include 
appropriate contribution levels, historic revenue/cost 
relations hips, the e xi stence and e xtent of competitive 
alternatives, customer impact , established Commission 
policy, etc. In general , no item should be exempt from 
rate changes without proper cost justification. Absent 
cost justification, r ates for this service should not be 
increased less than the overall percentage increase granted 
in this case. 

I 

I 

I 
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82. ISSUE: Has United complied with Commission policy set 
forth in Orders Nos. 21815 and 23183 in Docket No . 880423, 
the Commission's Information Services Investigation? If 
not , what should United be required to do to implement that 
policy? 

UNITED: Yes. United has complied with the recent 
Commission order regarding regulation of its voice 
messaging service, MessageLi ne, by including the revenues 
and expenses in regulated operations. The appropriate 
level of regulation is still to be determined. (Mr. Poag) 

f£IA: No position. 

AT&T; No position. 

CITIZENS: No position. 

SIAFF; No position at this Lime pending further discovery. 

83a. ISSUE; United has proposed to rest ructure a nd establish 
banded rates for Direct In Dia ling as follows: 

Block of 20 numbers 
Block ot 100 numbe rs 
DID Trunk Termination per Trunk 

Is this appropriate? 

Monthly Rate 
Min. r-~ J x. 

$1.00 $25 . 00 
4.00 100. 00 

20.00 40.00 

Cur rent 
$25.00 
100.00 

20.00 

UNITED: Yes. DID rates are proposed to be restructured 
with the same rate elements as the DID rates approved by 
the Commission in the Cellular Docket No. 870675 - TL. 
However, due to the magnitude of the potential impact on 
customers , it is proposed to restructure the c urrent PBX 
DID charge of $ 157 into a number charge and a DID trunk 
charge, similar to the cellular tariff except at different 
rates. The rates, $100 for 100 numbers and $20 for DID 
trunk equipment , are proposed as a first step toward the 
Commission- approved cellular rates. Various analyses were 

ns 
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developed to identify cus tomer impacts. The proposed rates 
were developed as a result of a review of the customer 
impacts. 

Establishment of the 20 DID number block will help mitigate 
the impact of the proposed changes on some customers by 
allowing them to subscribe to fewer than 100 numbers and 
reducing their charges. This structure wi 11 also benefit 
other customers with DID number requirements less than 
100. (Mr. Poag) 

~: No position. 

AT&T: No position. 

CITIZENS: No position. 

STAFF: No position at this time pending further discovery . 

I 

83b. ISSUE: United proposed changes in the application of I 
installation charges as shown below. Should these be 
approved? 

Current 
Installation charge 

Proposed 
Installation charge 

per block of 20 numbers 
per block of 100 numbers 

$ 175.00 

$40.00 
$175.00 

UNITED: Yes, the proposed installation charge for a block 
of 20 numbers should be approved as it encourages 
conservation of DID numbers and benefits smaller DI D 
customers . The installation charge for the block of 100 
numbers is proposed to remain unchanged as it is 
comparable to the NRC rates charged for cellular DID. 
Reference Issue 83a. 

~: No position. 

AT&T: No position. 

CITIZENS: No position . 

I 
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84. 

SIAFF : To the extent cost studies are available and 
determined reasonable, cost should be used as one input in 
setting rates. Other considerations should include 
appropriate contribution levels, hi storic revenue/cost 
relationships, the existencP and extent of competitive 
alternatives , customer impact , established Commission 
policy, etc . In general, no item s hould be e xempt from 
rate changes without proper cost justification. Abse nt 
cost justification, rates for this service should not be 
increased less than the overall percentage increase 
granted in this case. 

For its Telephone Answering Service, United has 
to increase mileage charges for off-premises 
line and change the application of the charge for 
Listing. Is the proposal appropriate? 

ISSUE: 
proposed 
extension 
Directory 

UNITEo: Yes. TAS off-premises extension line service 
utilizes dedicated facil:ties and is identical to local 
private line service from a technical perspective. Its 
rates should be increased by 50\ for consistency with the 
increase proposed for local private line service rates . 
United intends to restructure TAS extension 1 ine mileage 
rates at the same time that it restructures l ocal private 
line service , as outlined in United's position on Issue 85a . 

Given the small demand (or in- dialing arrangement directory 
listings for answering service clients, United believes a 
separate rate not tied to the PBX trunk rate is appropriate 
(as opposed t o 50\ of the applicable PBX trunk rate) . This 
service essentially provides a listing for an access line 
terminated to a telephone answering serv ice. The 
additional increase resulting from continuation of a rate 
of 50\ of the PBX trunk rate is inappropriate . (Mr . Poag) 

£fiA: No position. 

AT&T: No position . 

CITIZEN~: No position. 

SIAFF; No position at this time. 
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85a . lSSUE: What changes arc appropriate for local private 

line rates considering costs, value of service, effect of 

competition, etc.? 

85b. 

UN!TEP: A 50\ across- the-board increase is appropriate 

for local private line rates. United estimates that an 

approximate overall 200\ increase in rates would be 

necessary to bring rates up to costs. However, United 

does not propose to go to full cost recove ry plus 

contribution all at one time. Similar to the rate 

transit ion plan recently approve d by the Commission for 

special access service in Docket No. 890505- TL, United's 

intention is to increa s e local private line rates over 

approximately three yea rs. The 50\ increase proposed now 

represe nts the first of possibly three phases of a 

transitional peri od . United ant icipates that its tariff 

filing for a second phase will include a restructure for 

local private line services that will mirror the rate 

struc ture recently approved by the Commission in Doc ket 

No. 890505- TL. (Mr. PoaQ) 

LfiA: No position. 

AT&T: No posilion. 

CITIZENS: No position at this time . 

SIA~ No position at this time pending f urther discove ry. 

ISAUE: Did 
Line/Specia l 
intraexchange 
Commission? 

UNITED: Yes. 

United appropriately apply the Private 
Access Cost Manual in the development of 
private line costs, as mandated by the 

~: No position. 

~ No position. 

CITIZENS: No posilion. 

STAFF: No position pending furthr discovery . 

I 

I 
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86. ISSU&:: What wi 11 be the revenue impact to United of the 
restructure of interexchange private line and special 
access and how should that impact be addressed in this 
docket? 

87 . 

88. 

WU.l:£Q: Regarding the revenue impact to Unite d of the 
restructure of interexchange private line and special 
access, in Docket No . 890505-TL, the Conunission requested 
that all companies provide revenue impact analyses by 
September 28, 1990. The Commission has approved the 
concept of offsetting any increase in revenues anticipated 
from the private line/special access restructu re with 
reductions in rates for other services. Since the 
rest ructure wi ll be revenue neutral to United, its impact 
should not be addressed in this docket. However, it may 
be necessary to adjust some of the rates proposed for some 
services in this docket if the current ra tes for those 
same services are reduced due to the offset procedu re 
adopted in Docket No. 890505-TL. (Mr. Poag) 

~: No position. 

AT&T: No position. 

CITIZENS: No position. 

SIAFF: No position at this time pending furtter discove ry. 

This issue has been stipulated: Should United submit its 
own rates and tariffs for interexchange private line , o r 
is it appropriate for the company to continue in its 
concurrence with Southern Bell rates and tariffs? 

ISSUE: United proposed to increase its mileage r ates f or 
cross- boundary Foreign Exchange and Foreign Central Office 
Services by 50\. Should this be approved? 

UN1I£Q: Yes. Cross boundary foreign exchange service and 
foreign central office service utilize dedicated 
facilities, and are ide ntical to local private line 
service from a technical perspecti ve. The rates should be 
increased by 50\ for consistency with the increase 
proposed for loca l private line service rates. United 
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intends to restructure cross boundary foreign exchange 
mileage rates a nd foreign central office mileage rates at 
the same time that it restructures local private line 
service, as outlined in Ur. ited ' s position on Issue 85a. 
(Mr. Poag) 

~A: No position . 

AT&T: No position. 

CITIZENS: No position. 

STAFF: To the extent cost studies are available and 
determined reasonable, cost should be used as one input in 
setting rates. Othe r considerations should include 
appropriate contribution levels, historic revenue/cost 
relationships, the existence and extent of competitive 
alternatives, customer impact, established Corrunission 
policy, etc. In genera l, no item should be exempt from 

I 

rate changes without proper cost justification. Absent I 
cost justification, rates for this service should not be 
increased less than t he overall percentage increase 
granted in this case. 

89. ISSUE: United has proposed t o increase the Trouble 
Location cha rge to end users from $30.00 to $40 .00. Should 
this be approved? 

UNITED: Yes . The proposed increase more closely aligns 
the rate with its cost. This service is discretionary in 
that it is applicable only to customers who have a network 
interface device and the problem is determine d to be in 
their inside wire or customer premises equipment. 
Customers t hat do not have a networ k interface device, and 
are thus unable to sepa rately test their access lines, are 
not charged the Trouble Location Charge even if United 
dispatches a service man and finds the trouble on the 
custome r side of the network demarcation point. (Mr. Poag) 

LfiA: No position. 

AT&T; No position. 

CITIZENS: No position. 

I 
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90 . 

STAFF: To the extent cost studies are available and 
determined reasonable , cost should be used as one input in 
setting rates. Other considerations should include 
appropriate contribution levels, historic revenue/cost 
relationships, the existence and extent of competitive 
alternatives, customer impact , established Commission 
policy , etc. In general, no item should be e xempt from 
rate changes without proper cost justification. Absent 
cost justification, rates for this service shou ld not be 
increased less than the overall percentage increase granted 
in this case. 

ISSUE: United has proposed no increases to the Trouble 
Location Charge in the Access Tariff. Is this appropriate? 

UNITED: Yes. United ' s current charge for Trouble 
Location, as stated in its Access Tariff, is appropriate. 
The existing rate level at $44.12 for the first one-half 
hour is above the proposed $40.00 rate for the Troubl e 
Location Charge in Seclion Al5 of the General Exchange 
Tariff. {Mr. Poag ) 

LfiA: No POSltion. 

AT&T: No position. 

CITIZENS: No position. 

STAFF: To the extent cost studies are ava i lable and 
determi ned reasonable, cost should be used as one input in 
setting rates. Other considerations should include 
appropria e contribution levels , historic revenue/cost 
relationships, the existence and extent of competitive 
alternatives, customer impact , established Commission 
policy, etc. In general, no item s hould be exempt from 
rate changes without proper cost justification . Absent 
cost justification, rates for this service should not be 
increased less than the overall pe rcentage i nc rease granted 
in this case. 
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91 . ISSUE : United and the Staff agreed upon a proposed 
stipulation that the charge for returned checks should be 
increased from $10 .00 to $15.00, to whi ch Public Couns'31, 
AT&T and FPTA had no objection. What is the revenue effect 
of this change? 

UNITED: The revenue effect of this c hange 
in test year r evenues of $ 101 ,4 28 based 
latest budget. (Mr. Poag) 

f£IA : No position. 

~ No position. 

CITIZENS: No position. 

is an i ncrease 
upo n United ' s 

I 

STAFF: Effective July 1, 1989, Sections 68.065 and 832.07, 
Florida Statutes, i nc r eased the maximum allowable returned 
check charge to $ 15.00 or 5\ of the face amount of the 
check, whichever is greate r. The Conunission has ruled in I 
Dockets Nos. 90054 0 and 900610 that it would allow tariff 
filings implementing this chang e t o go into ef feet 
administratively. The revenue effect of this increase 
should be recognized for the test year. 

9 2. ISSUE : The Company has proposed the fo !lowing changes to 
the rates for service connection charges : 

Primary Service Order 
Secondary Service Order 
Record Change Charge 
Access Line Charge 
Premises Visit Charge 
Premises Work Charge , per/hour 
Telephone Number Change 

RESIDENCE 

PRESENT 

$ 20 . 00 
$1 1 . 00 
$ 0.00 
$20 . 00 
$ 6.25 
$ 8 . 25 
$11. 00 

PROPOSED 

$20.00 
$ 9.50 
$ 5 . 00 
$30.00 
$10 . 00 
$12 .00 
$ 9.50 

I 
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Primary Service Order 
Secondary Service Order 
Record Change Charge 
Access Line Charge 
Premises Visit Charge 
Premises Work Charge, per/hour 
Te lephone Number Change 

BUSINESS 

PRESENT 

$21. 00 
$11. 50 
$ 0.00 
$20.00 
$ 6.25 
$ 8.25 
$11.00 

PROPOSED 

$20.00 
$11.50 
$ 5.00 
$35.00 
$10.00 
$12.00 
$11.50 

Should the Company's proposed changes be approved? 

UNITED: Yes. The proposed changes will more properly 
reflec the cost of providing the var ious services. With 
the proposed changes, the premises visit charge will not be 
applicable for new service requests. At the proposed rates 
a residence new service connection charge where a premises 
visit is required would be $50. 00 versus $4 6. 25 under the 
current charges. Bus1nesses would be $55.00 versus the 
current $47.25 with a premises v isit. Customers wil l 
continue to have the option of installment billing of 
service connection charges as is currently offered under 
tariff. The Record Change Charge is a new service charge 
applicable to changing directory listings at h~ customer's 
request . It does not apply for corrections of name or 
address. {Mr. Poag) 

ffiA: No position. 

AT&T: No position. 

CITIZENS: No position. 

STAFF: To the extent cost studies are available and 
determined reasonable, cost should be used as o ne input in 
setting rates. Other considerations should include 
appropriate contribution levels , historic revenue/cost 
relationships , the existence and extent of competitive 
alternatives, customer impact, established Commission 
policy, etc. In general , no ite m should be exempt from 
rate changes without proper cost justification . 

ns 
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93. ISSUE; United has proposed no changes to its central 
office non- transport service offerings, (Basic Advanced 
Business Connection (ABC) , Suncom, and Enhanced ABC), 
except for those rate elements which are tied to the B-1 or 
PBX trunk rate. Is this appropriate? 

UNITEP: Yes. Basic and Enhanced ABC subscribers wi 11 see 
increases for network access and for some features due to 
proposed increases in B-1 and PBX access line rates. Due 
to the competitive nature of these services with ke~· and 
PBX systems, additional r ate increases at this time could 
curtail demand and reduce overall contribution. Continued 
contribution from regulated competitive services benefits 
the general body of ratepayers by reducing the r e venue 
burden of other services. (Mr. Poag) 

~: No position. 

AT&T; No position. 

CITIZENS: No position. 

STAFF; To the extent cost studies are available and 
determined reasonable, cost should be used as one input in 
setting rates. Other considerations should include 
appropriate contribution levels, historic r e venue/cost 
relationships, the existence and extent uf compet1tive 
alternatives , customer impact , established Commission 
policy, etc. In general, no item should be exempt from 
rate changes without proper cost justification. Absent 
cost juslific<: tion, rates for this service should not be 
increased less than the overall percentage increase granted 
in this case. 

Q4. ISSUE; Should stimulation and/or repression due to r ate 
changes be considered in determining revenue requirements, 
and , if so, what are the appropriate adjustments? 

UNITEP: Data for isolating and evaluating historical 
demand elasticities is not currently available due both to 
the lack of rate changes from which suc h information can be 
gathered and to the fact that aray information which could 
be developed is diluted by other variables that contribute 
to fluctuations in demand, particularly the rapid growth 

I 
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experienced in United ' s service territory. Therefore , as 
set forth by the Commission in Orders Nos. 20162 and 20503 , 
which were upheld by the Florida Supreme Court in Citizens 
v. Nichols, 556 So . 2d 1109 (Fla. 1990), in cases whe re the 
degree of stimulation or r epression cannot be dete rmined 
with any reliability , explicit inc lusion of a stimulation 
or repress i o n coefficient is inappropriate . 

Further , any d ema nd distortion that may be attributable to 
e xc lud ing stimulation and repression adjustments is 
minimized by the nature of the over a 11 Unit e d propos a 1. 
Since the proposed rate changes include both increases and 
d ec r eases, stimulation and repressio n effects would be 
o(fsetting to some degree. 

LfiA: No position. 

AT&T: No posi tio n. 

CITIZENS: Yes, stimulation associated with toll/access 
reductions should be r ecognized . At this time the Citizens 
have not identified the amount. 

STAFF; No position at this time pending fu r ther discovery. 

95 . ISSUE: The Company has proposed l owe ring i trastate MIS 
t ol l rates and e xpanding the numbe r of mileage bands from 5 
t o 6. Are the proposed rates and mileage band s f o r MIS 
appropriate? 

PRfS£.HI PRQ~QSf;Q 

t'1i leage First Addi t ional l-ti 1eage First Additio nal 
Band Minute Minute Band Minute Minute 

0 -8 $0 . 11 $ 0.05 
0 - 10 $0.19 $ 0 . 09 9 - 16 0.17 0.09 

11-22 0.28 0.16 17- 22 0 .2 6 0 . 15 
23 - 55 0. 40 0.28 23- 55 0.35 0 . 25 
56-124 0 . 51 0.37 56-124 0.45 0 . 32 

125-.l92 0.58 0.3 9 125- 2!) 2 0.51 0.34 

- J 
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UNITED: Yes. The proposed rates and mileage bands f o r MIS 
are appropriate to help United maintain its position as a 
competitive carrier within its service area. The proposed 
mileage bands and the substantially lower rates in the 
first two bands will help all~via te cur r e nt and potential 
future pressures for flat - rate extended a rea service . With 
increasing competition and the elimination of toll monopoly 
areas o n December 31, 1991 , United needs to begin movi ng 
toll r ates more in line with cost. The proposed MIS rates 
were determined by r esidually prici ng tol l and access 
se rvices. Once the proposed rates f or local serv ice and 
other services had been determined, toll and access rates 
were reduced to bring United's reve nues back to the 
requested overall increase. Toll and access ra tes were 
r e duced by comparable amounts to maintain the approximatE> 
existing toll/access price differential. (Reference Issue 
6 6) { M r . Po a g ) 

AT&T: No position . 

f£IA: No position. 

CITIZENS: No position. 

STAFF : No positi o n at this time pending further d i scovery. 

96 . ISSUE: The Company has proposed an optional intraLATA toll 
calling plan named IeleSaver which would offer subscribe r s 
a 40 percenl di scount o n all intraLATA toll calls with a 
monthly f ued cha rge of $2 . 00 for r esidence and $6. 00 f or 
business. Should the proposed optional toll calling plan be 
approved? 

UNITED: Yes . The plan wi 11 serv e to further r e duce EAS 
pressure on both s horter haul toll r outes and longer haul 
routes {over 16 miles ) . It will also help United maintain 
a portion of its intraLATA toll customer base, i . e., 
higher-volume intraLATA toll users. {Refe r ence Issue 66) 
{Mr. Poag) 

~: No positio n. 

AT&T: No position. 

I 
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CITIZENS: No position. 

STAFF: No posi ion at this time pending further discovery. 

97. ISSUE: Toll Pac, Valu Pak, and OEAS rate s are tied to MTS 
rates. Under the Company's proposal to decrease MTS rates , 
these rates would also be reduced. Is this appropriate? 

98a . 

UNITED: Yes. Rates for optional calling plans have 
traditionally been established as a percent discount from 
MTS service. The proposed rates maintain appropriate price 
differentials between these services and MTS rates. 
(Reference Issue 66) (Mr. Poag) 

~: No position. 

AT&T : No position. 

CITIZENS: No position. 

STAFF : No position at this time pending further discovery. 

ISSJ..lf;: WATS rates are proposed to be reduced as shown 
below. Are the proposed WATS rates appropriate? 

fBf;Sf:tii fBQ~QSf:l2 
NIGHTS & NIGHTS & 

HOURS DAY EVENING WEEKEND HOURS DAY EVENING WEEKEND 

0- 10 $16 . 50 $11.38 $6.60 0- 10 $ 14 . 34 $9.89 $5.74 
10.1- 25 15.00 10.25 6.60 10 . 1-25 13.04 9 . 00 5.74 
25.1-50 13.50 9.31 6.60 25.1-50 11.74 8.09 5.74 
50 . 1- 80 12.00 8. 28 6.60 50.1-80 10.43 7.20 5.74 
Over 80 10.50 7.24 6 . 60 Over 80 9.13 6.29 5.74 

JJNITEp: Yes . The proposed reduction in OutWATS usage 
rates are appropriate to maintai n the existing pr1ce 
differen t ial between intraLATA OutWATS and MTS rates. The 
reduction will help United mainlain its position as a 
competitive carrier within its service area. (Reference 
Issue 66) (Mr. Poag) 

ns 
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~= No position. 

AT&T: No position. 

CITIZENS: No position. 

STAFF: No position at this time pending further discovery. 

98b. ISSUE: United has 
nonrecurring charges. 
charges appropriate? 

proposed no changes to its WATS 
Are the current WATS nonrecurring 

UNITED; Yes. Current WATS nonrecurring charges are 
appropriate. As shown following, most current OutWATS and 
800 Service nonrecurring charges are above the proposed 
basic service nonrecurring charges . 

Serv i ce Order- Primary 
Secondary 

Ac cess Line Charge 
(New Line Connection Charge) 

Premises Visit Charge 

Premises Work Charge 

* Quarter Hour 
•• Half Hour 

(Mr. Poag) 

FPTA: No pos ition. 

Aiii: No position. 

Service 
~gone~tigo ~ba,ge:a 
Current Prg posed 

$ 21.00 $ 20.00 
11.50 11.50 

20.00 35.00 

6.25 10.00 

8 . 25* 12.00* 

CITIZENS: No position at this time. 

STAFF; No position at this time. 

WATS 

$ 35.00 
12.50 

3 .50 

19 . 00 

44 . 12** 

I 
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99a. ISSUE: 800 service rates are proposed to be reduced as 
proposed 800 service rates shown below. Are the 

appropriate? 

PRESENT PROPOSED 
NIGHTS & NIGHTS & 

HOURS DAY EVENING WEEKEND HOURS DAY EVENING WEEKEND 

0- 10 $16.60 $11.75 $6.80 0-10 $15.75 $11.15 $6 . 45 

10.1-25 14.60 10.25 6.80 10.1-25 13.86 9.73 6. 4 5 

25. 1-50 12.45 8.71 6.80 25.1-50 11.81 8.27 6. 45 

50. 1- 80 11. so 8.05 6.80 50.1- 80 10.91 7.64 6.45 
Over 80 10.50 7.45 6.80 Over 80 9.96 7.07 6.45 

UNITED: Yes. The proposed reduction in 800 Service usage 
rates will help United maintain its position as a 
competitive carrier within its service area. The percent 
reduction proposed is less than that p roposed for OutWATS 
usage, because the cross-elastic relationship between 800 
Service usage and MTS usage is less sensitive than that 
between OutWATS usage and MTS usage. (Mr. Poag) 

f£IA: No pos it ion. 

AT&T; No position. 

CITIZENS: No pos ition at this time. 

STAFF: No position at this time pending further d : scovery . 

99b. ISSUE: Un i ted has proposed no changes to its 800 Service 
nonrecurring charges . Are the current 800 Service 
nonrecurring charges appropriate? 

UNITED: See response to Issue 98a. (Mr. Poag) 

FPIA: No position. 

AI.U : No position. 

CITIZENS: No position at this time. 

SIAff; No position at this time . 

_11 
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100. ISSUE: The BHMOC charge is proposed to be reduced from 
$6.60 to $3.74. Is the proposed BHMOC rate appropriate? 

UNITED: Yes. The proposed reduct ion will mitiga te 
uneconomic bypass potential, reduce interstate and 
intrastate toll rate disparity , and price switched access 
service more in line with its cost. In Order No. 19677 in 
Docket No. 860984-TP, the Commission ordered that the BHMOC 
shall be the rate element to be reduced to implement any 
switched access revenue reduction . The proposed BHMOC rate 
level was determined by residually pricing toll and access 
services. Once the proposed rates for local service and 
other services had been determined, toll and acc-ess rates 
were reduced to bring United ' s revenues back to the 
requested overall increase . (Reference Issue 66). It wi ll 
be necessary to adjust the proposed BHMOC rate if the 
current BHMOC rate is reduced in any other docket . 
(Reference Issue 86) (Mr. Poag) 

ffiA: No position. 

AT&T: Yes. Whi le AT&T continues to advocate the 
elimination of all charges associated with the BHMOC , AT&T 
recognizes United's proposal as a significant step toward 
that end . AT&T is encouraged by United· s recognition of 
the fact that some access charges are too higl and that 
these should be r educed to more closely refl~cl the cost of 
provid i ng access. Wit h these considerati ons and the 
understanding of United's efforts to balance rate 
adjustments for numerous services in this proceeding, AT&T 
recommends th" t the Commission approve the BHMOC reduction 
as filed. (Mr. Guedel) 

CITIZENS: No position. 

STAFF: The 
appropriate. 
proposal. 

concept of reducing the BHMOC charge is 
No position at this time on United ' s specific 

I 

I 
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101. ISSUE: United has proposed to detariff Billing and 
Collection servi ce . Is the proposal appropriate? 

UNITED : Yes. United's proposal to detariff Billing and 
Collection (B&C) service is app ropriate. B&C is a 
competitive service; only 36\ of the IXCs operati ng in 
United's service area subscribe to United's B&C services. 
Further, B&C is a financial and administrative arra ngement 
which does not require any of the physical facilities 
associated with telecommunications or the transmittal of 
messages and/or data. Addit ionally , B&C services are 
currently available from an a rray of providers. Increasing 
competition necessitates pricing flexibility, as well as 
the ability to customize B&C service offerings to meet the 
needs of individual customers. This is especially 
beneficial in negotiating and executing contracts wi t h 
maj o r carriers. (Mr. Poag) 

LfiA: No. In effect , billing and collection services 
continue to be a LEC monopoly. In Docket No . 880465-TL ( In 
re: Investigation into Detariffing Intrastate Billing and 
Collection Service Charges for Local Exchange Companies), 
the FPSC permitted LEC-specific rates for billing and 
collection services , but declined to allow these services 
to be detariffed. See Order No. 21688, issued August 4, 
1989. After investigation, the Commission determined that 
the LECs remain the dominant providers of billing and 
collection services , and to detariff services so essential 
to competitors would be inappropriate. ~. at p. 3. 
Nothing has occurred in the short pe r iod si nc e the FPSC 
issued t his o rder wh ich would justify a cha nge in policy. 
Indeed, the only way to bill LEC ca 11 ing cards is through 
the LECs, and such calls continue to consti tute the 
preferred means of hand l ing most non-sent-paid calls at pay 
telephones. LEC billing and collection services should 
continue to be offered subject to ta riff. 

AT&T: AT&T does not oppose the detariffing of billing and 
collection. (Mr. Guedel) 

CITIZE~: No position. 

STAFF: No position at this time pending furthe r discovery. 
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102. This issue has been dropped: Should Uni tod ' s propoea 1 to 

separately state gross receipts tax on the customer 's bi 11 

as permitted by Section 203 . 10(5), Flori~a Statutes, be 

approved? 

103 . This issue has been stipulated to: Does United ' s current 

bi 11 format meet the Commission bi 11 !ormat requirements 
and guidelines? 

104. ISSUE: United has proposed to reduce the number of rate 

groups from 9 to 7 as shown below. Should this proposal be 
approved? 

Group 
l 
2 
3 
4 
5 
6 
7 
e 
9 

PRESENT 
Upper Limit 

2,000 
4,000 
8 , 000 

16,000 
32,000 
64 , 000 

128 , 000 
256,000 

Unlimited 

Group 
1 
2 
3 
4 
5 
6 
7 

PROPOSED 
Upper Limit 

20,000 
50 , 000 

100 , 000 
200,000 
400 , 000 
600,000 

Unlimited 

UNITED: Yes, va lue of service is still a v cs 1id basis for 

establishing rate differentials ; however, in view of the 

overall relatively low local service rates compared to 

other sGrvicC's, the value of many rate groups is 

decli n ing. Further, r educing the number of rate groups 

reduces the frequency of e xchange regroupings due to access 
li ne growth and also eases administration. The proposed 

rate group plan provides lower local service rates for 

customers in exchanges with smaller local calling areas. 

On a flat-rate basis, r ate groups provide the most 
equitable method for associating price with the function a 1 

use of the service. On average, customers with larger 

(more access lines) loca l c alling areas place more calls 

than customers with smaller local calling areas . 

Additionally, there is generally a higher level of 

subscription to residential local service in exchanges with 

a larger number of access lines in the local cal ling area. 

I 

I 

I 
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While some of the difference in subscription l e vel s (rural 
versus urban) may be attributable t o economic and cultural 
(lifes t yle) diffe rences , clearly , va lue of s e rvice is 
grea te r in exchanges wi th large r numbers of access lines in 
the l ocal calling areas . T~e proposed rate gro uping plan 
appropriate ly recognizes the diffe rence in value r esulting 
from the differe nce in local calling a reas and provides an 
equitable transition from the lowest to the highes t rate 
group. The p roposed rate grouping plan is equi table to the 
extent that customers with loca l calling areas of r e lative 
equal size pay the same ra tes. (Mr. Poag) 

f£IA: No pos i t ion. 

AT&T: No position. 

~: No position. 

STAFf: Staff agrees with the concept of 
numbe r of rate groups in United's territory. 
at this time on United's speci fic proposa l . 

r educing the 
No positi on 

105. ISSUE: Curre ntly, United's Winter Park c us t omers have 
lower local rates than other customers with simi lar calling 
scopes. United has proposed to phase in it c; Winter Park 
customers to r egular r ate groups in two steps over a 22 
month period. Should United ' s proposal be app roved? 

UNITED: Yes , a two - step phased e limi nation of the Win te r 
Park except1on area is appro priate t o mitigate custome r 
impact . The Winte r Park exchange r es ident ia l one- party 
customers are paying $2. 30 less than other customers wi th 
comparable local calling scopes. Based on their loca l 
calling scope , Winter Park would be as s igned the proposed 
rate grou p 6 rates. Howe ver, to mitigate the impact t o 
Winter Park customers , Unit e d proposes t o conti nue the 
Winter Park e xception area treatment until the ne x t normal 
r egrouping date. Under the proposed ne w rale grot.p 
schedule, this would occur whe n the numbe r of acces s lines 
in the loca l ca lling area e xceeds 600,000 and a new 
directory is published. Based on the cu rrent f o rec ast of 
access lines and directory schedule the r eg r o uping wo u l d 
occur in Decembe r 1 9 92 . In sunvnary, residential o ne-party 
rates would go from $7 . 67 to $11.00 upon approval of the 



1 1 6 

ORDER NO. 23539 
DOCKET NO. 891239 - TL 
PAGE 86 

tariffs. Effective with the December 1992 regrouping, they 
would increase to $12.50. (Mr. Poag) 

f£IA: No position. 

AT&T; No position. 

CITIZENS: No position. 

STAFF; Staff agrees with the concept 
Winter Park exchange rates with the 
group. No position at this time on 
propos al. 

of aligning the 
appropriate rate 

United's specific 

106. This issue has been stipulated to: United has proposed to 
eliminate four - party service and concurrently, to eliminate 
zone charge s on 2- party service. Should United's proposal 
be approved? 

107. ISSUE: United has proposed to reduce the number of zone 
rate areas from 24 to 4, and to reduce the zone charges for 
most single party services (with the exception of zone A 
subscribers) . Is this appropriate? 

UNITED: Yes . The reduction of the number of zones wi 11 
reduce administration costs . The r eduction in zone charge s 
is a ste p t oward eventual total elimination c onsistent with 
FPSC decisions to reduce and/or eliminate zone c harges and 
multi - party services. United proposes a reducti "l n in zone 
charges rather than complete elimination due to its widely 
dispersed rural subscriber base with longer loca 1 loops. 
There is a higher than average cost associated with these 
longer loops. With one- third of the state ' s land area in 
its service territory but only 14\ of the total access 
lines, to t al elimination of zone charge s is no t 
appropriate. (Mr. Poag) 

fEIA: No position. 

AT&T; No position. 

CITIZENS: No position. 

I 

I 

I 
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STAFF: Staff agrees with the concept of r e duci ng the 
number of zone rate areas and the l evel of zone charges . 
No position at this time on Unite d's specific proposal. 

108. ISSUE: United cu rrently charges PBX rate s f o r all hybrid 
ke y systems. Is this appropriate? 

UNITED: The PBX trunk rate is appropriate f o r hybri d key 
systems with FCC registration numbers ending i n MFE, 
indicating multifunctional systems . 

The appli cation of t he PBX trunk r ate is suppo r ted by an 
FCC Public Notice issued January 7 , 1987, which states : 

"We are adopting the r egistration procedures that were 
presented at the 25th Part 68 Impleme ntation Meeting held 
on Decembe r 4, 1986, for the hybrid/ke y telephone systems. 
Key telephone systems are those that permit manu a 1 
selection of outgo ing lines; hybrid s y stems provide the 
user with the choice of manua l or automati c selection of 
outgoing lines a merging of key system and PBX 
functions . Applications shou l d indica te ho w these options 
are accomplished -- by strapping options, software , etc. 
Reregistration of key s ystems as hybrids (or vice versa) is 
possible if it can be shown that the installed system 
conforms with the indicated r e gistration c lassif i cat ions . " 

Since a hybrid key telephone s ystem inc o rporates PBX 
feature s, the application of PBX trunk rates is 
appropriate. (Mr. Po ag) 

ffiA: No posi tio n. 

AT&T: No position. 

CITIZENS: No position. 

SIAFF: No pos itio n at this time pending further discove ry. 

1 7 
* , • 
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109 . ISSUE : United has proposed to increase the usage rate on 
message rate PBX trunks from $. 03 to $ . 07 per message for 
area B subscribers. Is this appropriate? 

UNITED: Yes. The proposed rate for customers in the 
Orange City e xc hange (Area B) i s t he same rate cu r rent ly 
paid by custome rs in the Winter Park exchange. These are 
the only two exchanges where this service is offered to 
hotels and motels. This rate increase, as well as the 
proposed increases i n the monthly recu rring rates , wil l 
bring message rate PBX trunk service more in line with 
flat - rate PBX service . It i s appropriate to price message 
rate PBX service comparable to flat - rate PBX whe n it is 
used for resale by hotels and motels. {Mr. Poag) 

f£IA: No position. 

AT&T: No position . 

CITIZENS: No position. 

STAFF: No position at this time pending further discovery. 

110. ISSUE: The Company has proposed an optional local measured 
service plan named SmallTal k for residential subscribers. 
Customers who subscribe to SmallTalk would be pr-ovided an 
access line and a $3.00 usage allowance at s bve nty percent 
of the one- party flat-rate service. In add . tion , usage 
rates at 10¢ for the first ten minutes and st for each 
additional 10 minutes are proposed. Are the ra t- es , terms 
and conditions of the proposed SmallTalk service 
appropriate? 

UNITED: Yes, United conside rs the rates, terms, and 
conditions of the proposed SmallTalk service to be 
appropriate. SmallTalk provides an alternative for low us e 
customers who desire a lower- priced alternative . As suc h 
it is responsive to the Commission's Model Senior Program. 
The SmallTalk usage rate elements are straightforward, 
covering frequency and dura tion, and they are directly 
controllable by the subscriber . The initial and additional 
ten minute usage periods are r elati ve ly inexpensive . 
Pricing for the initial and additional periods provide 
appropriate cost recovery while sending correct price 
signal~. (Mr. Poag) 

I 

I 

I 



I 

I 

I 

ORDER NO. 23539 
DOCKET NO. 891239-TL 
PAGE 89 

AT&T: No position. 

[fiA: No position. 

CITIZENS: Agree with Staff. 

STAFF: The specific rates , terms and conditions as stated 
in United's SmallTalk proposal should be denied. Staff's 
preliminary position is that an optional LMS pl&n should be 
based on a message rate rather than a measured usage rate. 

111. ISSUE: United 
between basic 
proportion of 
service : 

has proposed changes in the relationshi p 
local service access line rat~s as a 

the R1 rate, in the following classes of 

Residential PBXs 
Semi-public Service 
Message rate trunks 
Most Winter Park access line rates 

The other rate relationships have not bee n proposed to 
change substantially. Should this be approved? 

UNITEP: Yes. 

Residential PBXs: The rate relationship of l his service to 
R- 1 is proposed to be the same as that proposed for 
Business PBX to B- 1. 

Semi-Publi c Se ; y i ce: The proposed incre ase is nece ssary to 

help align semi - public revenues with cost. (Reference 
Issue 78) 

Message Rate Trunks: The proposed standardization of rates 
for both the initial and additional trunks will bring 
message rate PBX trunk service more in line with business 
flat-rate PBX service. It is inappropriate to price 
message rale PBX service substantially below flat - rate PBX 
s e rvice when it is used for resale by hotels and motels . 

Most Winter Park acc;ess line rates: The Winter Park rate 
relationships to R- 1 are proposed to change to the same 
rate relationships currently in existence for all the other 
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112 . 

exchanges. This establishes the same rate relationships 
f o r all exchanges. 

Other rate relationships: The current rate relationships 
properly reflect the value of the services and should be 
retained. (Mr. Pong) 

~: No position. 

AT&T: No position. 

CITIZENS: No position. 

STAFF: No position at this time. 

ISSUE; United has proposed 
exchange access line rates by 
current rates at proposed test 
if any, should be made to basic 
rates? 

to increase basic local 
$45,667 , 708, or 32 . 6\ over 
year units. What changes, 
local exchange access line 

UNITEP: Local exchange access line rates should be 
increased as proposed by United. United's loca 1 service 
rates are among the lowest in the industry. As a result , a 
disproportionate amount of Uni t ed's total in t rastate 
r evenues are gene rated from its toll and acc~..; Sb services. 
Based on 1988 data, 61\ of United· s intrasta e revenues 
were generated from toll and access services c ompared to 
51\ and 52\ for Southern Bell and General T8 lephone, 
respectively . The market- value analysis and data presented 
in Mr. Poag's testimony supports higher local service rates 
and demons trates that universal service will be 
maintained. The additional revenue generated by this 
increase will help provide for the approved revenue 
requirement and allow for the rate reductions in toll and 
access service s that are necessary due to competition. 

The proposed increases to residential one- party service 
range from $1.75 to $3.33 with a weighted average of $2.68 
based on test year units. The proposed changes by rate 
group are illustrated in the following table . 

I 

I 

I 
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RESIDENTIAL ONE- PARTY RATES PER RATE GROUP 

Proposed Present 
Rate Rate Proposed Present 

Group Group Rate Rate Increase 

1 1 $ 7.50 $ 4.47 $ 3.03 
2 7.50 4.62 2.88 
3 7.50 4.92 2.58 
4 7.50 5.39 2.11 

2 5 9 . 00 6.00 3 . 00 
6A 9.00 6.76 2. 24 

3 68 10 . 00 6.76 3.24 
7A 10.00 7.67 2.33 

4 78 10.50 7.67 2.83 
8A 10 . 50 8.75 1. 75 

5 88 11.50 8.75 2.75 

WNPK WNPK 11.00 7.67 3 . 33 

6 9 12.00 9.97 2.03 

7 12.50 

The additional changes proposed by 
exc hange rates should also be approved. 

United for l oca l 
They include: 

• 

• 

• 

• 

Reduc i ng the number of rate groups from 9 t o 7 
(Reference Issue 104) 

Phasing out the Winter Park exception area 
(Reference Issue 105) 

Eliminating four-party service 
(Reference Issue 106) 

Standardizing the rate relationship between c lasses of 
services across all rate group~ 
(Reference I ssue 111 ) 

_?1 
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• Changing the rate relations hips for various items 
( Reference Issues 78 and 111) 

• Introduc ing SmallTalk, an optional measured service f o r 
residential one - party customers (Refe rence Issue 110) 
(Mr. Poag) 

f£IA: No position. 

AT&T: No position. 

CITIZENS: United has not justified its test year revenue 
requirements or its proposal to substantially s hif t cost 
r e covery to loc al ratepaye rs. 

STAFF: No posit1on at this time . 

113. ISSUE: What should be contained i n the bill stuffer to 
United customers announcing any rate changes? 

UNIIEP: The bi 11 inser t should contain the approved new 
rates for services included in the customer notification 
mailed with customer bills in June and July. No comparison 
to cur rent rates is proposed . The application of gross 
receipts tax will be explained and the new monthly basic 
service rates wi 11 be shown without gros s rece ipt s tax . 
(Mr. Poag) 

f£IA: No position. 

AT&T: No positi on. 

STAFF & CITIZENS: Staff and Citizen ' s preliminary position 
is that the bill stuffer should contain the following: 

1) An overview of the case and a summary of the f ina 1 
order; 

2) Ef fective date of the rates and explanation of 
proration of local service charges ; 

3) Explanation of new service offerings and any other 
change s such as rate regroup i ngs; 

I 

I 

I 
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4) Summary of services for \.Jhich rates have been 
adjusted (Current rates and approved rates listed side 
by side); and 

5) A statement that 
available from each of 
and service centers . 

information on new rates is 
the Company's business offices 

114. ISSUE: What should be the effective date of any rate 
changes? 

UNITED: New rates should become e ffective within five days 
after correct tariffs have been filed. (Mr. Poag) 

f£IA: No position. 

STAFF & CITIZENS: Revised tariffs should be filed five 
days after the final vote (or the vote on reconsideration 
if applicable). The effective date should be five day!i 
after a complete set of correct tariffs has been filed. 
Billing should apply to all service received on or after 
the effective date even if it is not actually billed until 
the following month . Any customer requesting 
discontinuance of all or a portion of service prior to the 
due date of the first bill reflecting the incre ased rates 
should receive a credit back to the effect .i ve date of the 
rate increase for the increased amount. 

115. ISSUE: The following services have not been add res sed in 
other issues and no changes have been proposed. 

a) Tariffed items: 

- $.25 Local Message Charge for Public and Semi-Public Coin 
- Coin-Operator and Billed Number Screening 
- Emergency Reporling Services (E-911 ) 
- Late Payment Charges to IXCs 
- IntraEAEA Compensation 
- Carrier Common Line Charge 
- Switched Access Charges 
- Ordering Options - Access Tariff 
- Engineering, Labor, Miscellane ous Charges-Access Tariff 
- InterLEC IntraLATA Access Service 
- Shared Tenant Service 

_23 
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b) Nontariffed items: 

- Directory Advertisi ng 
-Rent Revenues (Pole attachments , IXC floor space, etc. ) 
- Miscellaneous Other Operati ng Revenues (UTLD roy alty, 

COBRA , etc. ) 
- Non- Access Revenues (IXC contracts for Ope rator Service s ) 
- E- 911 Contracts with Southern Bell, GTE, Vis ta-United 
- InterLATA P.L. Terminal Equipment 
- Marine- TPC Usage 

Is this appropriate? 

UNITEP: No position at this time. 

£fiA: No position. 

AlAI: No position. 

CITIZENS: No position . 

STAFF: Staff has no objection to the tariffed items. 
However, on September 24 , 1990, United refiled its MFR 
Schedule E-la . Because the revenue amounts in the 
non-tariffed ite ms changed dramatically , Staff requires 
further review before it will be prepared to take a 
position on these items . 

I 

I 

I 
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VI. EXHIBIT LIST 

Proffering 
Witness Porty Exh. No . Title 

B. H. Reynolds United BHR- 1 Minimum Filing 
Requirements 

United BHR-2 Map of United's 
serv ice area 

United BHR- 3 Compilation of 
s e veral cost savings 
programs 

F . R. McPherso n United FRt-1- 1 United ' s Quarterly 
Periodic Service 
Re port for the Fourth 
Quar ter of 1989 

I United FRN- 2 United's Quality and 
Efficienc y Results 
for 1989 

United FRM- 3 United's Response to 
Sta ff's Servic e 
Evaluation Report 

J. A. Taylor Staff JAT- 1 Service Evaluation of 
United 's Operations 
in the Wi nter Park 
Area f o r Apri l 23, 
through June 8, 1990 , 
Performed by PSC Staff 

JAT-2 Weighted Se rvice 
Evaluation Scores for 
Specific LECs From 
1985 to 1990 

K. D. Brown Staff KDB - 1 United's Complaint 
Activity for the Past 
10 Ye ars 

I 
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Proffering 
Witne ss 

Staff 

Staff 

Staff 

R. D. McRae United 

United 

United 

United 

United 

United 

Exh. No. 

KDB- 2 

KDB- 3 

KDB- 4 

RDM- 1 

RDM- 2 

RDM- 3 

RDM- 4 

RDM- 4a 

RDM- 5 

Title 

Major Types of 
Complaints Against 
United in 1989 

Number and Type of 
Complaints Logged and 
the Percentage of 
Increase for the Four 
Major LECs for Years 
1983 through June, 
1990 

Analysis 
Complaints 
Aga i nst the 
Major LECs for 
1983 through 
1990 

of 
Logged 

Four 
Years 
June, 

Budget Cycle Events 

Compares 
Result t o 
1987-1989 

Actual 
Budget for 

Project Test Year 
Statement of Income 
and Balance Sheets 

Calculation of 
Revenue Deficiency 
for the Test Year 

Revised Calcu lation 
of Revenue Deficiency 
for the Test Year 

"One Phone Company" 
Promotional 
Advertisements 

I 

I 

I 
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Proffering 
~i.tness Party Exh. No. Title 

Staff RDM-6 J une 30, 1990, 
Earnings Surveillance 
Report 

Staff RDM-7 Response t o Staff 
Inte rrogatory No. 87 

c. M. Linke United CML- 1 Six Schedules 
Examination of the 
Underlying Logic of 
the DCF Approach t o 
Estimating Equity 
Capital Costs 

United CML-2 Expected DCF Returns 
of Comparable Fi rms 

I 
Used in Dr. Linke ' s 
Analysi s 

United CML-3 An Application of the 
Need f o r an Equity 
Flotation Cost 
Adjustmen t 

United CML- 4 An An "l l}:.i s of the 
Es timatio n Bias in 
DCF Analyses of 
Multi - divi s ion 
Utilities 

United CML- 5 An Analysis of the 
Use of an Arithmetic 
Mean Versus a 
Geometric Mean t o 
Estima t e the Expected 
Ma rket Risk Premium 

United CML- 6 An Analysis of the 
Spanning Approach to 
Estimati ng Divisional 
Cost of Equity Capital 

I 
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Witness 

R. A. Waldman 

R. E. Baker 

F. B. Poag 

Proffering 
Party 

United 

United 

Unite d 

Unite d 

United 

Staff 

Staff 

Exh. No. 

CML- 7 

RAM-1 

REB- 1 

REB- 2 

FBP- 1 

FBP- 2 

FBP- 3 

Title 

DCF Cost Estimates of 
April, 1990 a nd 
August, 1990 

Credit Ratings 
Processes and Criteria 

United Telecom and 
Affiliated Companies 

Calculation of Budget 
Expenses that are 
Allocable to United 

Proposed rate 
structu r e and level 
changes, pricing 
philosophy and 
supporting data 

Response s to Staff's 
lst , and 3 rd Sets of 
Interrogatories 
Nos . 1, 2, 4 -13, 24, 
25, 3 1-"' ·1, 36, 39, 
4 1- 45, 4 8 - 66 , 68 , 69, 
72- 76, 79, 80, 82 , 
83, 84, 97 - 117, 
199 - 126, 128- 133, 
135- 137, 139, 142, 
147, 148, 149 , 152, 
1541 155 

Responses to Staff's 
Interrogatories -
6th, 7th and 8th 
Sets, Nos . 399-614 
••specific inter
r ogatories will be 
determi ned after the 
responses have been 
received a nd reviewed 

I 

I 
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Proffering 
Party 

Staff 

Staff 

Staff 

Staff 

Exh. No. 

FBP- 4 

FBP- 5 

FPB-6 

FBP-7 

VI I. PROPOSED STIPULATIONS 

Title 

Deposition Transcripts 
of Ben Poag 
6/15/90 Deposition 
9/10/ 90 Deposition 
9/12/90 Deposition 
9/17/90 Deposition 
9/18/90 Depos ition 
9/21/90 Deposition 
**Specif ic transcript 
pages will be 
determined after they 
have been received 
and reviewed 

9/12/90 Deposition of 
James Wolbert 

Ben Poag Deposition 
Exhibits 
**Specific late filed 
deposition e xhibits 
will be determined 
after they have been 
received and reviewed 

Telephone Utility 
Comparat1ye Statis-
tics - 1988 - Florida 
PSC, Div i sion of 
Resea rch, Sept . 1989 

United Telephone Company of Florida, the Public Counsel , 
and Staff have agreed to the following proposed stipulations , 
to which AT&T and FPTA have no objection : 

?9 
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l . Post- Retirement Benefits 

United's method of handling non- pension post- retirement 
beneCits for ratemaking purposes in this proceeding on a 
pay-as-you-go basis is appropriate and since the test year 
forecast does not implement the FASB exposure draft on other 
pos t -employment benefits, no adjustment for post- retirement 
benefits is warranted. 

2 . Gross Receipts Tax 

Gross receipts tax should not be treated as an expense for 
ratemaking purposes in this proceeding, but rather may be 
billed directly to customers as permitted by Section 203.01(5}, 
Florida Statutes. 

3. Test Year Intrastate Telephone Plant Under Construction 

I 

The appropriate amount of test year intrastate TPUC to be I 
included i n the test year rate base (i.e., short term TPUC) is 
$13,757,680 as shown on updated MFR Schedule A-2d. 

4. PIC Change Charae 

United ' s intrastate PIC change charge has been eliminated, 
therefore , no revenues associated with that charge are 
appropriate for the test period . 

5 . Charges Applicable Under Special Conditions Tariff 

A review and modifications of the Company's tariff is 
appropriate but should be pursued following the rate case. 
This will allow the Company 120 days from the issue date of the 
fi nal order to determine the feasibility and potential revenue 
impact of implementing a tarHf similar to the tariff jointly 
developed by Staff and Southern Bell. 

6. Bill Format 

United's current bill format is in compliance with 
Commission bill format rules and guidelines . 

I 
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7. Docket No. 891431- TL 

The final order in this proceeding shall be dispositive of 
Citizen's Petition in Docket No. 892131-TL and that Docket 
should be closed in the final order entered herein. 

United has proposed the following st i pu lations, to which 
Staff, Public Counsel, AT&T and FPTA have no objection: 

8. Data Transport Services 

United's Data Transport Service ( Swi tchlink) was tariffed 
on September 1, 1989, and has been o ffered for a re la ti vely 
short period of time, therefore, no change in the rate for this 
service is appropriate. 

9. Return Check Charge 

United's returned check charge should increase from $10 to 
$15. 

10. United-specific Interexchange Private Line Tariff 

Given the time constraints of this proceeding, i t is not 
feasible to establish United-specific interexchange Private 
Line rates at this time. United currently concu rs with 
Southern Bell's interexchange Private Line tariff. 

United Telephone Company of Florida, the Public Counsel, 
AT&T, FPTA, and the Staff have agreed to the following proposed 
stipulation : 

11. The following issues will be determined in Docket No. 
860723- TP: the rate structure and rate levels (except United · s 
B- 1 rates which will be set in Docket 891239 - TL) governing the 
nonLEC pay telephoine lines provided by United; the regulations 
govern i ng local and HNPA directory assistance for calls 
o riginating at nonLEC pay telephones within United's service 
territory; the availability, regulat ions and charges governing 
screening and blocking services provided by United for nonLEC 
pay telephone 1 i nes; and the availabi l ity governing access by 
nonLEC pay telephone providers to United's toll discount plans. 
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United has proposed the following stipulation , to which 
Staff, AT&T and FPTA have no objection. However, Public 
Counsel has elected not to participate. 

12. Elimination of Four-Pa rty Seryice anO TwO- Party Zone 
Charaes 

It is appropriate to eliminate four - party serv ice and 
Lwo-pa rty zone charges consistent wi t h previous Commission 
actions and Rule 25-4.068(2) (b}, Florida Admi nist rat i ve Code. 

VIII. PENDING MATTERS 

The only pending matter at this time is the Petition t o 
Intervene fil ed by the Communications Workers of America tc 
which a Response in Opposition was filed by United . An Order 
granting i ntervention has been issued. Howe ve r, Un i t ed may wish 

I 

an opportunity to argue for reconsideration of that Order at the 
outset of the he a ring. In that event, the O IA wi 11 r equest the I 
opportunity to respond. 

IX. RULINGS 

There have been no rulings at this time. 

X. PROCEDURE FOR HANDLING CONFIPENIIAL I NFORMATION 

In the event it becomes necessa ry to handle confidential 
information, the following procedure will be followed : 

1. The Party u tili zing the confidential material during 
cross examination s hall provide copies to the 
Commissioners and the Court Reporter in e nvelopes 
clea rly marked with the nature of the contents. Any 
party wishing to exami ne t he confidential material 
shall be provided a copy in the same fashion as 
provided to the Commissioners subject t o e xecution of 
a ny appropriate protective agreement with the owner of 
the r.~ater ial. 

2. Counsel and witnesses should state whe n a quest ion or 
answer contains confidential i nformation . 

3. Counse l and witnesses s hould make a reasonable attempt 
to avoid verbalizing confidenti a 1 information and , if 
possible, should make only indi rect reference to the 
confidential information. 

I 
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4. Confidential information should be presented by written 
exhibit when reasonably convenient to do so . 

5. At the conclusion of that portion of the hearing that 
involves confidential information, all copies of 
c onfidential exhibits shall be r eturned to the owner of 
the information. If a conf ident i a 1 exhibit has been 
admitted into e vidence, the copy provided to the Court 
Reporter shall be retained in the Corruni ss ion Clerk's 
confidential files . 

If it is necessary to discuss confidential information 
during the hearing the following procedure shall be utilized . 

After a ruling has been made assigning confidential status 
to material to be used or admitted into evidence, it is 
suggested that the presiding Corruniss i oner read into the record a 
statement such as the following: 

The testimony and evidence we are about to receive is 
proprietary confidential business information and shall be 
kept confidential pursuant to Section 364.093, Florida 
Statutes. The testimony and evidence shal l be received by 
the Corrunissioners in e xecuti ve ses sion w1th only the 
following persons present: 

a) The Corrunissioners 
b) The Counsel for the Corrunissioners 
c) The Public Service Corrunission staf f and staff 

counsel 
d) Representatives from the office o f public 

counsel and the court reporter 
e) Counsel for the parties 
f) The necessary witnesses for the parties 
g) Counsel for all intervenors and all necessary 

witnesses for the intervenors. 

All other persons must leave the hearing room at 
this time. I wlll be cutting off the telephone ties to 
the testimony presented in this room. The doors to t hi s 
chamber are to be locked o the outside . No one is to 
enter or leave this room without the consent of the 
chairf'ltan. 
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The transcript of this portion of the heari ng and 
the discussion r elated thereto s hall be prepa r ed and 
filed under seal, to be opened only by o rde r of this 
Commission. The transcript is and shall be non- public 
record e xempt from Section 119.07(1) , Florida Statutes. 
Only the attorneys for lhc participating parties, Public 
Counsel, the Commission s aff and the Commissioners 
shall receive a copy of the sealed transcript. 

(AfTER THE RQQM HAS BEEN CLOSED) 

Everyone remaining in this room is instructed that 
the testimony and evidence that is about to be received 
is proprietary confidential business information, which 
sha 11 be kept confidentia 1. No one is to revea 1 the 
contents or substance of this testimony or evidence to 
anyone not present in this room at this time. The cou rt 
reporter shall now record the names and affiliations of 
all persons present in the hearing r oom at this time. 

Il is therefore, 

ORDERED by Commissioner Betty Easley, as Prehea ring 
Officer , that this Prehear1ng Order shall govern t he conduct of 
these proceedings as set forth above unless modified by the 
Commission. 

By ORDER 
Officer , this 

( S E A L ) 

SFS 
(7847L) 

of 
28 th 

Commissioner 
day of 

Betty Easley, 
SEPTEMBE R 

a s Prehea ring 
19 90 

~~Qt._ 
~TTY EASLEY , Comm15Si0ner 
,. and Prehearing Officer 
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