
BEFORE THE FLORIDA PUBLIC SERVICE C0t1MISSION 

In re: Complaint of Public Counsel ) 
regarding t~riff filing by Southern ) 
Bell Telephone and Telegraph Company ) 
to adjust existing custom calling ) 
se rvices within authorized rate bands.) 

DOCKET NO. 900023-TL 

ORDER NO. 23538 

ISSUED: 9-27- 90 _______ ) 

Pursuant to Notice , a Prehearing Conference was held on 
September 19, 1990, in Tallahassee, Florida, before 
Commissioner Betty Easley, as Prehearing Officer. 

AP.PEARAN~; E. BARLOW KEENER, Esquire, c/o Marsha 11 M. 
Ctiser , III , 150 S. Monroe Street , Suite 40 0, 
Tallahassee, FL 32301 
On behalf of Southern Bell Telephone and 
Telegraph Company. 

CHARLIE BECK, Esquire , Office of Publi c Counsel, 
clo the Florida Legislature , 111 w. Mad ison 
Street , Room 812, Tallahassee , Florida 32399 - 1400 
On...De.hBlf of the Citi_m . 

SUZANNE F. SUMMERLIN, Esquire, Flo r ida 
Service Commission, 101 E. Gaines 
Tallahassee, Florida 32399-0862 
Q~alf of the Commission Staff. 

Public 
Street, 

PRENTICE P. PRUITT, Esquire, Florida Public 
Service Commission, Division of Appeals, 101 E. 
Gaines Street, Tallahassee, Florida 32399-0861 
~sel to the Commissioners . 

PREHEARING ORDER 

I. I)ACKGROUru;l 

On May 12, 1987, Southern Bell Telephone and Telegraph 
Company (Southern Bell) filed a tariff to introduce banded rate 
pricing for Custom Calling Services and Prestige Single Line 
Service . These services provide central office calling 
features that may be provided in association with an individual 
business or residence e xchange line. Each service has a group 
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o f slandard features available to subscribers . Such features I 
i nclude call hold, call forwarding, speed calli 1g, and call 
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waiting, as well as others. This Commission approved that 
ariff filing by Order No. 18326, issued on October 21, 1987. 

The flexible pricing concept we approved by Order No. 
18326 established a specific rate band with a different minimum 
and maximum rate for each feature of the Custom Calling and 
Prestige Single Line services within which the Company may 
adjust the price, upon Commission approval, following a thirty 
day advance notice to this Commission and existing 
subscribers. Because of the innovative nature of banded rates 
for preexisting discretionary services, we required our Staff 
to monitor this specific tariff offering for eighteen months. 
At that time, we would consider whether it would be appropriate 
to allow the banded rates to coot i nue. Our approva 1, by Order 
No. 18326, of Southern Bell's request for banded rates for 
Custom Calling Services did not automatically preapprove 
tariffs reflecting individual rate changes within the band . 

By Order No. 18759, issued January 27, 1988, i'l Docket No. 
871328- TL, we approved Southern Bell's request to r educe Speed 
Calling 30 to the m1.n1.mum rate within its r ate band. 
Subsequently, by Order No. 21338, we approved the conti nuation 
of the banded rate concept. However, because Speed Calling 30 
was the only rate change proposed by Southern Bell du ring our 
eighteen month evaluation of the banded rate concept for the 
Custom Calling and Prestige Single Line Services, we r equired 
that Southern Bell file repo rts six months afte r any rate 
change to allow us to continue to analyze the impact of any 
rate changes. 

On August 1, 1989, Soulhern Bell filed the tariff filing 
at issue in this proceeding which proposed to adjust existing 
Custom Calling Services rates within their preapproved rate 
bands. This was Southern Bell's first major request t o alter 
rates within the approved rate bands. On August 16, 1989 , 
Public CounsP.l filed a Request f or Hea ring on this tariff 
filirg. We approved this tariff fi llng by Order No. 21912, 
issued September 19, 1989, in whic h we f ou nd that Public 
Counsel, although certainly entitled to a heari ng was not 
entitled to a hearing prior to the implementation of these rate 
changes. This finding was based on our examination of 
established case law, especially the Llorida Interconnect 
~e Company v . Florida Public Service Commission, 342 
So. 2d 811. We found that Public Counsel's request for hearing 
should be considered a complaint which we then set for 
hearing. This proceeding ensued. 
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II. TESTIMONY AND EXHIBITS 

Upon insertion of a witness 's testimo ny, exhibits appended 
thereto may be marked for identification. After opportunity 
for opposing parties to object and cross-examine, the d ocument 
may be moved into the record. All o her exhibits will be 
similarly identified and e ntered at the appropriate time during 
hearing. Exhibits shall be moved into the record by exhibit 
number at the conclusion of a witness's testimony. 

Witnesses are reminded that on cross-examination, 
responses to questions calling for a y es or no answer shall b~ 

answered yes or no Cirst, after whi c h the wi t ness may explain 
the answer . 

In order to efficiently orga nize the numbering and 
presentation of exhibits the parties have been assigned the 
following witness identification numbe r sequences : 

III. ORDER OF WITNESSES 

Wi t De :iS Appearing For Date Issues 

N. H. Sims Southern Bell 9/28/90 All 

v. A. Montanaro Public Counsel 9128190 All 

IV. BASIC POSITIONS 

SOUTHERN BELL: The Custom Calling Services rate changes 
approved by the Commission in August of 1989 were 
thoroughly evaluated and cons ider ed and we r e properly 
approved. The Commission had previously examined and 
approved, as set forth in Order No. 18326, a range of 
r ates for Custom Calling Services and held that it could 
approve future r ate changes within the approved bands in 
an abbreviated 30 day notice period. On August 1, 1989, 
Southern Bell filed the proposed Custom Calling Se rvices 
tariff rate changes in question in this docket, all of 
which were within the previously approved bands. At that 
time, the Commission e x amined the proposed rates , as well 
as Southern Bell· s justification for those changes . 
Southern Bell had fully explained in its tariff filing 
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that an updated 1988 study showed that customers were 
willing to pay higher rates for enumerated Custom Calling 
Services and that competition warranted a reduction in two 
rates. Southern Bell also computed the revenues and 
contribution that the proposed rates we re expected to 
provide. 

As described in Order No . 21912, the Conunission 
reviewed how the banded rates concept had been used by 
Southern Bell since 1987, evaluated Southern Bell ' s 
reasons for seeking the pa rt icular rate changes in 
question and found the proposed changes to be 
appropriate. In addition, the Conunission refe rred to its 
Order in Southern Bell 's Rate Stabilizatio n Docket and 
found that the increased revenues resulting from the rate 
changes would be accounted for in the manner required by 
that Order. 

Thus, the Commission, after careful consideration of 
both Southern Bell's reasons for filing 1ts proposed 
tariff c hanges and the earlier banded rate orders, 
properly approved these tariff c hanges . SouLh~rn Bell was 
thereby allowed to max1m1ze its contribution from the 
Custom Calling Services in question, while the increased 
revenues were treated in conformity with the r equi r ements 
of Order ~o. 20162. 

Finally, Southern Bell's expectations regarding 
contribution levels have been borne out by experience. 
For all these reasons, the Conunission's approval of 
Southern Bell's proposed Custom Ca lling Services tariff 
changes in 1989 was appropriate in all respects. 

OFFICE Of PUBLIC COUNS~: At the time it asked for the 
$ 10 million per year rate increase, Southern Bell's 
earnings were well within its authorized range of r etu rn 
on equity. 

The Conuni ssion ' s Order in Doc ket No. 880069-TL used a 
proce$S to net r ate increases against exogenous facto rs, 
but t his process, cont rary to what Southern Bell 
represented to the Conunission, resulted in an increase to 
Southern Bell ' s earnings in excess of $1 million during 
1989, even without the $10 million per year rate increase 
in custom cal ling services. The netting pro;ess argues in 
favor of denyi ng the rate increase. 
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In addition , even wh ile Southern Bell's actual 
earnings were well within its authorized r ange whe n it 
asked for the rate increase, Southern Bell forec asted 
earnings slightly above its rate setting point during 1989 
and 1990, and earnings far above its rate setting point in 
1991, even without the $10 million per year rate 
inc rease. At all times Southern Bell projected its 
earnings t o be far above the bottom of its autho rized 
range of return on equity. 

The Commission should order Southern Bell to 
immediate ly r esc ind this rate increase. In the 
alternative, the Commission should orde r an offsetting 
decrease of $10 million per yea r to loca l rates to offset 
the i nc rease in c ustom calling service rates. 

STAFF: Staff believes that the r ate c hanges to Southern 
Bell's Custom Calling Services approved i n Order No. 21912 
are appropriate . 

V. ISSUES AND POSITIONS: 

1. ISSUE: Wha t impac t, if any, does Order No. 20162, the 
Rate Stabi 1 izat ion Order , have on the appropriateness of 
custom calling rate changes approved in Order No. 219127 

POSITION OF PARTIES 

STAFF: It is Staff's position that the rate increases in 
custom calling services approved in Order No . 21912 are 
appropriate. Order No . 20162 , the Rate Stabilization 
Order , does not have any impa~t on the appropriateness of 
the Custom Calling Services rate changes approved by Order 
No . 21912. Order No. 20162 add resses the appropriate 
disposition of revenues generated by rate c hanges. 

SOUTHERN BELL: Order No . 20162 does not directly address 
the app ropriateness of the 1989 custom calling rate 
changes . It does, however, specify the accounting for 
reve nues from rate c hanges , such as the Custom Calling 
Se rvi ces rate changes. That Order ma nda tes that rate 
changes are to be net ted t ogether with exogenous i terns, 
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2 . 

such as governmental actions . If the result of the 
netting is an overall increase in earnings, permanent 
disposition of the net amount will be made as 
appropriate. If the net result is a decrease in earnings, 
Southern Bell is to absorb the loss. The Custom Calling 
Services rate changes approved by the Commission in Order 
No . 21912 h ave been and wi 11 be accounted for in this 
manne r. 

Q..e.C_;_ Although it is not clear what standard the 
Commission used to approve Southern Bell's request for a 
$10 mi ll ion per yea r rate increase , Order No . 20162 did 
appear to have a bearing on the Commission's decision to 
inc rease rates. Order No . 20162 used a process to net 
rate increase against exogenous factors , but t hi s process , 
contrary to what Southern Bell r epresen t e d to the 
Commission, r esulted in an increase in Southern Bell ' s 
earnings in excess of $ 1 million during 1989, even without 
the custom calling rate increase. The netting process 
argues in favor of denying the $ 10 million per year rate 
inc rease , not in favor of it. 

ISSUE: What impact do Orders Nos . 183 26, 18828 a nd 21338 , 
the orders granting Southern Bell banded rates fo r custom 
ca lling service s, have on the appropriateness of the rate 
changes approved in Order No . 21912? 

POSITION OF PA~ 

STAFF: It is Staff ' s position that Order No. 2 1912, whic h 
granted rate increases and decreases to Sou t he rn Bell ' s 
Custom Calling Services is consistent with Orders Nos . 
18326, 1882 8, and 21338. In Section 364 . 05(2}, Fl o rida 
Statutes, the Commission has the authority to waive the 60 
day notice requirement as discus sed above. Additionally , 
the ra te changes approved in Orde r No . 21912 are 
consistent with Orde r No . 18326 , whi ch required that such 
rate changes be subject to the normal tariff approval 
process. 

SOUIHERti BELL: The Commi ssion issued Orders Nos. 18326, 
18828 and 21338 to allow it to approve rate changes for 
Cu stom Call i ng Services within a previously approved band 
or rates with 30 days · as opposed to 60 days · not ice . the 

'"'?3 
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3. 

Custom Calli ng Services rate changes approved by the 
Commission in Order No . 21912 are within the bands 
approved in Order No. 18326. The Commission fully 
e valuated the 1989 rate changes proposed by Southern Bell, 
all of which were within the previously approved bands. 

~ The banded rate orders have no beari ng on whethe r 
the Commission s hould have allowed Southern Bell to 
increase its rates $ 10 million per year . While the 
Commission approved banded rates for custom calling 
s e rv ices , the Commission specifically stated that it was 
ruLt preapprov ing tariffs reflect i ng the individual rates 
wi thin the company's proposed band. The Commiss i on stated 
that each tariff filing alte ring rates f o r cus t om c alling 
services would be subject to the norma 1 tariff approva 1 
process. Therefore , this $ 10 million per year rate 
increase must be justified on its own merits. 

ISSUE: Were appropriale c riteria applied and did Southern 
Bel l make an adequale showing t o justify the custom 
calli ng rate changes approved in Order No. 21912? 

PQSITION OF PARTIES 

STAFF: Staf f believes that Southern Bell p r ovided 
adequate justification fo r the Custom Calling Services 
r ate c hanges approved in Orde r No. 21912. 

SOUTHERN BELL : Yes . As set forth in Order No . 21912, the 
Commission appropriately considered and approved the 
Custom Calling Services tariff r ate changes. In the same 
fashion, Southern Bel l properly complied with the 
Commission' s rules and fully justified its filing of its 
proposed Custom Calling Services tariff. With its 1989 
Custom Calling Services tariff, Southern Bell fil ed a 
tabulation of a typica 1 bill with the tariff c hanges , the 
estimated gross annual r evenuus r esulting from the 
changes, a statement of the justification f o r t he c hanges , 
as we ll as s upporti ng docume ntation and cost information 
relating to the proposed Custom Calling Services ra te 
changes. 

I 
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4. 

1 

As a part of its statem£>n of justification, Southern 
Bell cite~ a 1988 study whi c h d emonst r ated that custome rs 
were willing to pay highe r rates for almost all of the 
Custom Calling Services! and that there would be mi nimal 
r epression at the rate levels proposed. Southern Bell 
further recognized that the increased revenues r esulti ng 
from the proposed rate changes would be accounted for in 
the manner required by Order No. 20162. Thu s , as 
described in Orde r No. 21912, the Commission applied 
appropriate criteria and Southern Bell provided adequate 
justification for proper approval of the 1989 Custom 
Call i ng Service rate changes. 

~ Southern Bell ' s ea rnings were already well within 
its authorized range of return on equity when i applied 
for the $10 mi 11 ion per year rate increase. Even whil e 
its act ua 1 earnings were well within its authorized range 
when it asked for the rate increase , Southern Bell 
forecasted earnings s hght ly above its rate setting point 
during 1989 and 1990, and ea rnings far above its rate 
setting point in 1991, even wi thout the $ 10 million per 
year rate increase. Southern Bell h ad no jus ification t o 
increase these rates. 

ISSUE: Did the forecasted r e venues fr om Soutl.ern Bell's 
custom callin~ rate changes properly take into account the 
price elasticities of demand for the services? 

POSITION OF PARTIES 

STAFF : No posi ion at this time. 

SOUTHERN BELL: Yes . Based upon Southern Bell ' s 
willing ness to pay studies and its previous experience, it 
was determined that stimulation or r epression of demand 
would be minimal . It was Southern Bell ' s opi ni on, 

The r ates for two services were reduced by Order No . 21912. 
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5. 

6. 

subsequently confirmed by ac lual experience , that any 
feature rate below the top of the band would be accepted 
by the customer as having a good rate/value relati onship. 

O.PC; Southern Bell correctly forecasted there was very 
little pric e elasticity of demand for these services. 
This, however, does not justify the rate increase. On the 
contrary, the very low price elasticity of demand should 
make the Commission look particularly hard at the need for 
a rate increase. The low price elasticity of demand 
reflects the lack of effective competition for these 
services . 

This issue was 
changes approved 
customer demand? 

dropped: Did the custom calling rate 
in Order No . 21912 have an effect on 
Did hey have other effects? 

ISSUE: Are the ra te changes in Order No . 21912 for 
Southern Bell ' s custom c alling serv ices appropriate ? 

POSITION OF PARTIES 

STAFF: Yes. 

SOUTHERN BELL: Yes. For the reasons set forth in 
response to Issues 1-5, the Commission properly approved 
Southern Bell's Custom Calling Service rate changes. 

~ No. See the Citizens ' position on Issues 1 and 3. 

7. ISSUE : If the answer to Issue 6 is no, what action should 
the Commission take? 

POSITION OF PARTIES 

STAFF; No position at this time. 

SOUTHERN BELL: If the decision by the Commission 
regarding Issue 6 is no, then the Commission should order 
Southern Bell to file revised tariffs. 

I 
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~ The Commission should orde r Southern Bell to 
immediately rescind this rate increase. In the 
alternative, the Commission should order an offsetting 
decrease of $10 million per year to local rates to o ffset 
the increase in custom calling service rates . 

VI. EXHIBIT LI SI 

Witness 

N. H. Sims 

Prefe rring 
Par tv 

Staff 

VII. SIIPULATIONS 

Exh. No. Title 

NHS-1 Custom calling 
Services Report . 

NHS- 2 

NHS - 3 

NHS- 4 

Southern Bell's 
Response to Public 
Counsel's Interroga­
tories 1 and 2. 

Custom Calling 
Services Business 
Demand Study. 

Custom Calling 
Se rvices R~sidential 

Demand Study. 

No issues have been stipulated at thi s time. 

VIII. PENDING MOIIONS 

There are no pending motions at this time. 

I X. PROCEDURE FOR HANPLING CONFIDENTIAL INFORMAIION 

In the even t it becomes necessary to handle confidential 
information, the following procedure will be followed: 
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1. The Party utilizing the ,...onfidential material during 
cross examination shall provide copies to the 
Commissioners and the Court Reporter in envelopes 
clearly rna rked with the nature of the contents. Any 
party wishing to examine the confidential material 
shall be provided a copy in the same fashion as 
provided to the Commissioners subject to execution of 
any appropria Le protective agreement with the owner 
of the material. 

2. Counse l and witnesses should state when a question or 
answer contains confidential information. 

3. Counsel and wi tnesses should make a reasonable 
attempt to avoid verbalizing confidential information 
and, if possible, should make only indirect reference 
to the confidential information. 

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

5 . At the conclusion of that portion of th~ r e aring that 
involves confidential information, all copies of 
confidential exhibits shall be returned to the owner 
of the information . If a confidential exhibit has 
been admitted into evidence, the copy provioed to the 
Court Rep.:>rter shall be retained in the Commission 
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 Commissioner read into the record 
a statement such as the following: 

The testimony and evidence we are about to receive is 
proprietary conf identi a 1 business information and sha 11 
be kopt confidential pursuant to Section 364.093, 
Florida Statutes. The testimony and evidence shall be 
rece1ved by the Commissioners in executive session with 
only the following persons present: 

I 
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a) The Commissioners 
b) The Counsel for the Commissioners 
c) The Public Service Commission staff and staff 

counsel 
d) Representatives from the office of public 

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

wi tnes ses for the inte rvenors. 

All other perso·ns must leave the hea ring room at 
this t ime. I will be cutting off the telephone ties to 
the testimony presented in this room. The doors to this 
c hambe r a re t o be loc ked to the outside. No one is to 
enter or leave this room wi t hout the consent of the 
c ha irmd n. 

The transc ript of this portion of the hearing and 
the di scussion related thereto shall be p repared and 
filed under sea 1, to be opened only by order o f this 
Commission. The transcript is and shall t,e no n-public 
record e xempt from Section 119.07 (1), Florid a Statutes. 
Only the attorneys for the participating part ies , Public 
Counse l, the Commission staff and the Commissioners 
shall recei ve a copy o f the sealed transc ript. 

(AfTER THE ROOM HAS BEEN CLOSED) 

Eve ryone r emaining in this room is instructed that 
t he t estimony a nd evidence that is about to be received 
is propri e tary confidential business information, which 
shall be kept confide ntial. No one is to r eveal the 
contents or substance of this testimony or evidence to 
anyone not present in this room at this time. The court 
reporter shall now record lhe names and affiliations o f 
all persons present in the hearing room at this time. 

It is there f o re, 

ORDERED by 
Officer, that this 
t hese proceedi ngs 
Commission. 

Commissioner Betty Easley, as Pre hearing 
Pre hea ring Order shall gove rn the conduct of 
as set f o rth above unless mod if ied by the 

fl /9 
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By ORDER of Commissioner Bet ty Easley , as Prehearing 
Officer , this 27th day Of SEPTEMBER 19gg 

( S E A L ) 

SFS (8041L) 
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