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BEFORE THE FLORIDA PUBLIC SERVICE COMMI SSION 

In re: Petitions of SOUTHERN BELL 
TELEPHONE AND TELEGRAPH COMPANY for 
rate stabilization and implementation 
orders and other relief 

DOCKET NO. 880069- TL 

ORDER NO. 25367 

ISSUED: 11/20/91 

The following Commissioners participated in the disposition o f 
this matter: 

THOMAS H. BEARD, Chairman 
SUSAN F. CLARK 
J. TERRY DEASON 

BETTY EASLEY 
MICHAEL HcK. WILSON 

ORDER REQUIRING REFUND OF ACCRUED EXCESS REVENUES 

BY THE COMMISSION: 

I . BACKGROUND 

I 

By Order No. 20162 , the Commission rul ed on Southern Bel l I 
Telephone and Telegraph Company ' s petitions for rate stabilization 
and other relief. As a result of implementi ng a rate s tabi lizat ion 
plan, the Commission expanded the authorized range of retur n on 
equity to a minimum of 11.5\ and a maximum of 16\ . Wi thin the 
expanded range the Commission also implemented an earning s sharing 
plan. Any earnings in excess of 14\ are to be share d with 60\ 
be·ing given to Southern Bell's ratepayers and the other 40 \ 
retained by the company . Al l earnings in excess of 16\ after 
sharing are returned to the ratepayers. In add i tion, earni ngs 
s temming from c ertain exogenous factors and the net of r ate 
increases (except regrouping) and rate decreases, were excluded 
from the sharing process. 

By Order 24066, we e xtended Southern Bell's rate stabilization 
plan until December 31, 1992. We also set aside for subsequent 
disposition $18,420,620 for 1991 and an additional $21,868, 551 for 
1992. 

We i n itially considered the disposition of Southe rn Bell ' s 
excess revenues at our June 25 , 1991, Age nda Conference . Various 
proposals were discusse d at this time . By mot on filed April 10 , 
1991, Public Counsel argued that al l excess reve nues tha t have 
accrued subject to disposition (the nonrecurring revenues) be 
refunded and that Souther n Be ll's rates be reduced to eliminate the 

1 prospective accrued of excess revenues (the recurring revenues). 
Southern Bel l proposed generally that the nonrec urr i ng revenues be 
expende d on "special needs " projects related to expand~d 

teleco~unications services for as education, health car' ~~qElaw 
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enforcement. Our Staff suggested directing the excess revenues to 
provide some form of toll rate relief. 

By Order No . 24861, we determined the final amounts available 
for disposition. In partial disposition of the excess revenues we 
directed Southern Bell to implement an optional residential message 
rate service. The disposition of the remaining revenues was 
deferred to allow parties to present specific proposals. 

On October 3, 1991, Southern Bell withdrew 
special needs projects from further consideration . 
25244 we acknowledged the withdrawal. 

its proposed 
By Order No. 

As discussed i n greater detail below, we have evaluated t he 
various options available for disposition and have determined to 
refund with interest, the revenues that will have accrued through 
December 31, 1991. We have deferred for further consideration, the 
disposition of the amounts that will accrue beginning January 1 , 
1992, absent any rate reductions. 

II. DISPOSITION OF REVENUES 

By Order No . 24861, we identified $64,572 , 805 in excess 
revenues available for dis position as of December 31, 1990. 
Accrued interest on that amount through November 30, 1991 is 
approximately $3, 775,731. Accrued excess revenues from J anuar y 1, 
1991 through September 30 , 1991, are approximately $20,378,571. 

In addition to Public Counsel ' s proposal to refund the exce~s 
revenues that have accrued to date, two other options were 
suggested, network modernization and conversion to prospective rate 
reductions. 

One option is to treat the accrued excess revenues as 
contributions- in-aid- of-construction (CIAC) that would be used for 
the purchase of new network plant . Under this option Southern Bell 
would submit to the Commission individual construction projects 
detailing specifically how the monies will be distributed giving 
dollar amount{s) and depreciable account(s) or sub-account{s) to 
which the plant amount(s) will be debited. The distribution of the 
CIAC a nd related plant additions would remain sub: ect to Commission 
approval for prudence. The amortization for the CIAC would depend 
on the plant account(s) and sub-account(s) relating ~o the 
individual construction projects. The ideal goal would be to match 
the amortization of the CIAC to the depreciation expense so the net 
effect would be zero . 
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The other option is to use the accrued excess revenues to fund 
prospective rate reductions. Under this p lan the revenues would be 
placed i nto a deferred account . Equal or declin i ng amounts would 
be withdrawn from t he deferred account o ver a specified period of 
time, preferably over three years or less. The additiona l fu nds 
made available by this action could be used to make substantial 
rate reductions to a ny one or a combination of services . 

Upon review of the options , it appears that a refund would be 
most appropriate. Network modernization is not as pressing a 
problem for Southern Bell in view of our decision in Docket No . 
890256- TL authorizing depreciation rates which internally generate 
funds for Southern Bell ' s network modernization. With respect to 
conversion of the accrued revenues to fund rate reductions, this 
may provide a greater long term benefit to ratepayers than a 
refund. However, it may not create a permanent rate reduction. As 
a result , a direct refund is more appropriate in this case. A 
refund provides an immediate and direct benefit to ratepayers. 

Accordingly, we find that the $68 . 3 million i n exce ss revenues 
identified for the period ending December 31, 1990 a nd including 
interest accrued through November 30 , 1991, be refunded to 
customers of record as of December 31 , 1990 . We also fi nd that 
customers receiving service during 1990 who were not cust omers of 
record on December Jl, 1990, but who contact the Company, ~whose 
claims can be substantiated, shall be granted refunds . 

The refunds shall be made in accordance with Rule 25-4.11 . , 
Florida Administrative Code. The refunds should be based o n a ccess 
lines , pro rata according to rate level. Refunds shall be 
distributed with billing cycles beginning on or after November 15 , 
1991 through December 15, 1991. Interest shall be included through 
November 30, 1991 . Reports on the status of the implementation of 
the refund should be filed in accordance with Rule 25-4.114 (7). 
Subscribers who pay usage rates plus some percentage of the 
equivalen t flat rate, shall receive refunds based o n either the 
flat rate surrogate, if applicable or, if no tariffed flat rate 
surrogate exists , the full equivalen t fla t rate. This is equitable 
since most usage rate subscribers pay more for local service than 
the flat rate subscribers to the same service . Thus , they should 
receive refunds that are at least equiv lent to the those based on 
f lat rates. Southern Be l l shall provide documentation · fully 
describing the Company ' s calculation of the specific refund 
amounts. 

In addition to the nonrecurring amounts through year end 1990 
identified in Order No. 24861, approximately $32 . 5 million will 
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have accumu lated f or the period January 1, 1991 throug h December 
31, 1991. These funds are also available for re f und or other 
disposition. This amount includes $1 .2 million i n int erest that 
will have accrued through February 29 , 1992. 

For the reasons d iscussed above , we find that all excess 
revenues a ccruing duri ng 1991 shall also be ref unde d direc t to 
c ustomers . The refunds shall be given to customers of record as of 
December 31, 1991. The re f unds shall be distributed with billing 
cycles beginning on or af er February 15, 1992 through March l5 , 
1992 , including interest accruing through February 29, 1992. All 
other conditions as specif i e d above pertai ni ng to refund procedures 
for the 1990 excess reve nues s hal l be followed. 

We note that the excess revenu~~ will continue to accrue in 
1992 absent any rate reductions. Our dete r mination of t he 
a ppropriate rate reductions will be 1nude by subsequent Order . 

Based on the foregoing, i t is 

ORDERED by the Florida Public Service Commission that Southern 
Bell Telephone and Telegraph Company s hal l refund all excess 
revenues accrued through December 31, 199 0 plus the as soc ia ted 
interest as set forth in t he body of this Order . It is furth~r 

ORDERED that Southern Bell Telephone a nd Telegraph Company 
shall ref und all excess revenues accrued f rom January 1, 1991 
through Decembe r 31 , 1991 as set f orth i n the body of this Order. 
It is further 

ORDERED that this docket remain open . 

By ORDER of the Florida Public Service Commission, this 20th 
day of NOVEMBE R 199 1 

(SE A L) 
TH 
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NOTICE Of FURTHER PROCEEDINGS OR JUPICIAL REVIEW 

The Florida Public Ser vice Commission is required by Section 
120 . 59(4), Florida Statutes, to notify parties of any 
administrative hearing or j udicial review of Commission orders that 
is available under Sections 120.57 or 120.68, Flori da Statutes, as 
well as the procedures a nd time limits that apply. This notice 
should not be construed .t o mean all requests for an administrative 
hearing or judicial review wil l be granted or result i n the relief 
sought. 

Any party adversely affected by the Commission's final action 
in this matter may request: 1) reconsideration of the decision by 
filing a motion for reconsideration with the Director, Divis i on of 
Records and Reporting within fifteen (15) days of the issuance o f 

I 

this order in the form prescribed by Rule 25-22.060, Florida 
Administrative Code; or 2) judicial review by the Florida Supreme 
Court in the case of an electric, gas or telephone utility or the 
First District Court of Appeal in the case of a wa ter or sewer I 
utility by filing a notice of appeal with the Director, Division of 
Records and Reporting and fil i ng a copy of the notice o f appea l and 
the filing fee wit h the appropriate court . This fili ng must be 
completed within thirty (JO) days after the issuance o f thi s o rder, 
pursuant to Rule 9 . 110, Florida Rules of Appellate Procedure. The 
notice of appea l must be in the form specified in Rule 9 . 900 (a), 
Florida Rules of Appellate Procedure. 

I 
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