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Decision No. ___ 80346 @Rﬁﬁ

AL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the Application of
TEE PACIFIC TELEPHONE AND TELEGRAPH
COMPANY, a corporation, for authority

Application No. 51774
to increase certain intrastate rates

(Filed March 17, 1970)

and charges applicable to telephone
sexrvices furnished within the State
of Califormia.

%
William M. Bemnett, Consumer Spokes-
man, and Consumers Arise Now, an

association,

= Case No. 9036

vs. (Filed Aprii 13, 1970)

The Pacific Telephone and Telegraph | .
any, a coxporation,

Defendant.

Protestants, (Filed April 2, 1570)
VS. - '

THE PACIFIC TELEPHONE AND TELEGRAPH
COMPANY, a corporation,

Defendant and
Applicant in Pro-
o0sed Rates Increase)

% i%.xnm _
WINDSOR LOCAL ACTION COUNCILS,
Complainants and o )
(Proposed) Case No. 9042
F51774. 3

y
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Westexrn Electric Company, joining

WILLIAM M. BENNEIT, Consumer Spokes-
Pacific Telephone and Telegraph
Company and American Telephone and

) .
wman, and Consumers Arise Now, an ‘ ‘
association,

Complainants, : o
Case No. 9043
Telegraph Company as Interested
D,

vs. (Filed April 6, 1970)
Parties,

Defendants.

Investigation on the Commission's own
notion into the rates, tolls, rules,
charges, operations, separations,
practices, contracts, service and
facilities of The Pacific Telephone
and Telegraph Company.

(Filed April 7, 1970)

Iavestigation on the Commission's own

wotion into the xates, 1:0115;.i rules, | c No. 9C4S
charges, erations, separations, ase No. :
pra.ctices?pcontract;, :grvice and (Filed April 7, 1970)
facilities of the telephone operations

of all the telephome corpoxations

listed in Apperndix A, attached hereto.
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CPINION

By Decision No. 78851 dated Jume 22, 1971 in Application
No. 51774, this Commission authorized The Pacific Telephone and
Telegraph Company (Pacific) to increase its rates by $143 million
annually; the increased rates were effective July 23, 1971. Later,
by Decisiom No. 75873, issued April 4, 1972, and Decision No. 79941,
iscued April 11, 1972, both in Application No. 52794, this Commission
authorized Pacific to increase its rates by $68.9 million annually;
the incressed rates were effective May 27, 1972. Petitions for
review of all three decisions were filed with the Supreme Court of
the State of California. |

On Jume 9, 1972, the Supreme Court annulled Decision
No. 73851 and directed the Commission as follows: "The decision
is annulled. The commission is directed to reinstate the rates of . -
its last lawful order preceding the imstant proceeding provided,
Lowever, that it may grant interim rate increases should it find
them appropriate while it reconsiders Pacific’s application for rate
increases. The commission is further directed to order Pacific to
wake refunds in accordance with the views expressed herein." City
of Los Angeles v. Public Utilities Comm. (1972) 7 C 34 331, 359.
This opinion is to comply with those directions. Rate increases
will be considered in a separate opinion.

In Los Angeles the Supreme Court deferred consideration of
Decisions Nos. 79873 and 79941 and said, regaxding the rates
authorized by those decisions: "However, insofar as the May 27
rates are attributable to the approximately $70 million increase’
authorized on April 4, they are not subject to refund at this time."
(Modification of opinion in City of Los Angeles v. Public Ut:xl:.t.a.es
Comm., supra, £iled July 12, 1972.)

We interpret this to mean that the $68.9 million rate -
increase authorized by Decisions Nos. 76873 and 79941 is still valid
subject to refund 1f ordered by the Supreme‘ Court.

_a-
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We will implement the order of the Supreme Court by rein-
stating the rates of our last lawful oxrder preceding Decision
No. 73351 and by continuing in effect the rate increases established
in Decisions Nos. 79873 and 79941. The practical effect of ouxr
interpretation is illustrated in the following example:

The basic telephone exchange residence rate in San
Francisco on July 22, 1971 was $4.565 a month; the
rate increase effective July 23, 1971 raised the
basic rate to $5.65 a month; and the increase
effective May 27, 1972 rajsed the basic rate to
$5.75 a month. Based on these figures, we inter-
pret the Supreme Court rxuling to have invalidated
only the $1 increase effective July 23, 1971. The
lawful rate to be collected today is the $4.65
rate of July 22, 1971 plus the $.1C increase of
May 27, 1972.1/ The validity of the $.10 rate in-
crease is still peading before the Califormia
Supreme Court aad may be subject to refund.

As an administrative matter, to have the tariffs in proper
sequence we will order Pacific to reinstate the rates of its last
lawful order preceding Decision No. 78351. Concurrently,we will
authorize Pacific to increase its rates by $55.4 million as. set
forth in Decision No. 80347 issued this date; and we will authorize
Pacific to refile its rate increments heretofore authorized in
Decisions Nos. 79873 and 79941 as set forth irn Decision No. 83348
issued this date. :

.Cur understanding of the Supreme Court decision is that
the Court has directed us to oxder Pacific to refund all rates
collected in excess of those in effect prior to July 23, 1971, less
the rate increments authorized in Decisions Nos. 79873 and 79941.
We shall so order. Because Pacific shares its message toll rate

1/ This example does not include the rate increase ‘granted this
date in Decision No. 80347. _ _ . :
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revenue with 28 independent telephone companies in California, and
its message unit revenue with General Telephone, all such independent
coupanies shoulé also be required to make refunds accordingly.

All refunds will be made at 7 pexcent interest from
July 23, 1571, until paid. However, refunds of those portions of
the rates which reflect local and federal taxes shall be made without
interest. '
Findings o

1. Pacific shall reduce its rates to those in effect prior
to July 23, 1971. This is a reduction of $211.9 mnuor;v at the 1970
level of business.

2. PRacific shall refund all monies collected over and above
its rate levels in effect prior to July 23, 1971, less the rate
increments authorized in Decisions Nos. 79373 and 79941, plus
interest to date of refumd at 7 pexcent, to all present and formex
customers; except that federal and local taxes shzail be refunded
- without interest. This refund shall be made in conformance with
the refund plan attached hereto as Appendix A. -

3. Genmeral Telephone shall refund all monies collected over 7
and above Pacific's rate levels affecting General Telephome in effect
prioxr to July 23, 1971, less the rate increments authorized im
Decisions Nes. 76873 and 79941, plus Interest to date of refumd at
7 percent, to all present and former customers; except tbat federal
and local taxes shall be refunded without interest. This refumd.
shall be made in conformance with the refund plan a:tached ‘hereto
as Appendix B.

4. Continental Telephone shall refund all monies collected
over and above Pacific’s rate levels affecting Contznental Telephone
in effect prior to July 23, 1971, less the rate increments authogizéd*
in Decisions Nos. 79373 and 79941, plus interest to date of refumd'
at 7 percent, to all present and former customexs; except that
federal and local taxes shall be refunded without intexest. Thiqu
refund shall be made in conformance with the refund plan a»tached

kexreto as Appendix C. 5
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5. All independent telephone compan;es, respondents in Case

No. 9045, except General and Contimental, shall refund all monies
collected over and above Pacific's rate levels affecting these
independent companies in effect prior to July 23, 1971, less the
rate increments authorized in Decisions Nos. 79873 and 79941, plus
accumulated interest to date of refund at 7 percent, to all present
and formexr customers; except that federal and local taxes shall be
refunded without interest. This refund shall be made in gemeral

conformance with the refund plansattached hereto as Appendxces A, B,
and C.

IT IS ORTERED =hat:

1. The Pacific Telephone and Telegraph Company is authormzed
to file with this Commission, on or after the effective date of
this oxder, revised tariff schedules with rates, charges, and
conditions as set forth ia Appendix B to Decision No. 80347 ard
Appendix A to Decision No. 80348 issued concurrently with this
order. Until Pacific makes these filimgs, the rates, charges and
conditions of its tariffs in effect on July 22, 1971 shall be the
lawful rates, charges, and conditions of Pacifie.

2. After the effective date of this order, Pacific shall mcke
refunds to its present and foxmer customers of all momies collected
over and above its rate levels in effect prior to July 23, 1971; less‘
the rate increments authorized in Decisions Nos. 79873 and 79941,
for the period beginnins July 23, 1971 continuing until the effective

te of tariff schedules filed as authorized in Decisions. Nos. 80347
and 80348, in conformance with the refund plan at tached hereto as
Lppendix A.

3. After the effective date of this order, Gemeral Telephone
shzlil make refunds to its precent and formex customers of all monlcs’
collected over and avove Pacific’s rate levels affectlng.General
Telephone in effect prior to July 23, 1971 less the raue 1ncrements

-G~
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authorized in Decicions Nos. 79373 and 79941, for the period vezin-

ning July 23, 1571 and continuing until the effective date of tari ff
schedules filed as authorized in Decisions Nos . 80347 and 80348, in

conformance with the refund plan attached hereto as Appendix B.

4., After the effective date of this oxder, Continental
Telephone shall make refunds to its pxesent and former customers of
all monies collected over and above Pacific's rate levels affecting
Contirental Telephone in effect prior to July 23, 1971, less the rate
increments cuthorized in Decisions Nos. 79873 and 79941, for the
period beginning July 23, 1971 and continuing until the effective date
of tariff schedules filed as auchorized in Decisions Nos. 80347 and
80348, in conformance withh the refund plen attached hereto as
Appendix C. ///

5. After the effective date of this order, ail indcpendent :
telephone companies, respondents in Case No. 9045, except Gemeral
and Continental, shall mske refunds to their present and former
customers of all monies collected over and above Pacific's rate
levels affecting these independent telephone companies in effect
prior to July 23, 1571, less the rate imerements authorized im
Decisions Nos. 76873 and 79941, for the period begimning July 23,
1971 and continuing wntil the cffective date of tariff schedules

iled as authorized in Decisions Nos. 230347 and 80348, in genexal
conformance with the refund plers attached hereto as Appendices A, 3,
and C. | - |
The effective date of this order is the dete hereof..
Dated at . San Franciseo | Califormia, this 77
day of AUGUS? , 1972 '
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APPENDIX A
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THE PACIFIC TELEPHONE AND TELEGRAPH COMPANY
REFUND PLAN

The following procedures will be used to refund increased charges billed as a
result of Decision No. 78851 (rates offective July 23, 197L) ¢

A. Computation of Basic Refundable Amount Per Customer

l.

Basic Exchange Charges (C.0. Lines and Trunks)

Zach custcmer will be refunded any increased amounts billed. In
Folsom, Fair Oazks, Rio Linda and Mt. Wilson where rates were de=-
ereased on JWy 23, 1971, If the additional amount due on basic
service exceeds the refund on other items, no additicnal amount
will be dilled. The refund amount for those customers will be zero.

Supplemental Equiyment and Non-recurring Charges
Zach customer will receive an individuvally computed refund using the

following formula. The total accumulated emounts w.i.ll be separa.ted
between Business and Residence ageounts.

Total Supp. Equip. & NRC Refund * Accum., Amt. Supp. _ Supp. Equip.
Total Supp. Equip. & NRC Accum. Equip. & NRC & NRC
- for all customers This Customer Reh;nd

Message Toll Chargés

Each customer will receive an individually compuhed rofund based on
the i‘ollowing formula:

Total Toll Refund _ Amount Toll this Customer = Toll Refund
Total Toll Accum. x : '

for all Customers

' Message Unit Charges

LT = L.05 % Total MU Amount = MU Refund

L7 This Customer

Hotels, which had a reduction in the

message Wit rate, will be cxcluded
from this caleulation.
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APPENDIX A
Page 2 of 3

Computation of Tax Refunds

1.

Tocal Tax |
Refund computation will be as follows:

Local Tax (this Cust.) Total Basic Refundable = Leocal Tax Refund
Total Intrastate Accum. ~ ~ Amount ' L
(this Customer) (this customer) '

Federal Tax

Refund computation will be as follows:

Pederal Tax (this Cust.) . Total Basic Refundable _ Federal Tax Refund -
Total Intrastate Accum. Amount _ .
(this Customer) (this customer)

Cemputation of Interest

intorest at the rate of 7% per annum will be applied to the basic refundable
amount (excluding tax). The interest rate formula will use an aversging.con-
vention to recogrize the accumulation of the basic refundable amount. over the
perdod. L o

Application of Rgmnd

l.

-

Current Customers

The refund will be applied as a credit on the customer's bill not more
than 120 days after the effective date of the refund order. The amount
will bo reflocted on the Other Charges and Credits Iine of the bill. If
there are no other items included on that line that month, the refind
eredit will be the amount on that line. If there are other items, the
relund will appear on the Qther Charges and Credits Statement. A printed
bill insert will alse accompany each refund. -

Former Customers

Refunds will be calculated as owtlined above ‘and, 5L the refund amount

is $1.00 or more, a draft will be mafled to the last known address of
the former customer not more than 120 days after tho effective date of
the refund order. Former customers with an ocutstanding balance will bhe
crecited the refund amount. If the balance resulting is a credit of
$1.00 or more, a draft will be prepared and mailed to the former customer.
If the account was previously written off as uncollectible, the refund -
Wwill be credited against the written off amount and o drafs will be
issued only if a met credit of $1.00 or more results. N
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Coin and Hotel-Motel Guest Customers

These customers may file 2 clafm with the business office for refunds .
on intrastate toll calls placed from coin telephones or from hotel or
motel rooms. These customers will be required to furnish details of
calls on which refunds are requested. Claims must be f£iled within

90 days of the effective date of the refund order. .

Supersedures

Supersedures involving a closing B3Il will be handled as a regular
finel account. Supersedures not involving a closing bill will be
treated as continuous service and the refund will be made only to.the
current account. : o

Refund Adjustments

Any customer who is dissatisfied with his refund may contact the
business office for an explanation and will receive an ad juctment.- 1f
warranted. BRI

Reporting Requirements

Pacific Telephone will file a refund report with the Cominission'within 90
cays of completion of the refunds. The report will contain the following -
Information: ' S

The total basic refundable amounts plus interest due customers.
The estimated refund due coin and hotel-motel guest customers.

The total amount credited on bills either imitially or threugh adjust-
ments (Item S5 above). : | .

The total amownt of refund drafts fssued.
The total amount of refund draftu returned as undoliveré.blc; _

The total amount of refund drafts outstand.ing and an estimate of the
portion which will never be presented for payment. o !

The total wnrefunded smount (1+2-3-4+5+6 (portion)).

The amount of expense incurred in making refunds and accounts chArged
therewith, : S _

Pacific Telephone will also present a proposal, for disposal of any
moneys due customers but not yet refunded. - ~




Ao 51774 et al. mn
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GENERAL TELEPHONE COMPANY OF CALIFORNIA
REFUND PLAN
The following procedures will be used to refund increased charges billed as a
result of Pacific Cempany's Decision No. 78851 (rates effective July 23, 1971):
A. Computation of Basic Refundable Amount Per Custoﬁer
1. Basic Exchange Charges (C.0. Lines, Trunks and Centrex Mileage)

Sach Customer will be refunded any increased smounts billed
(actual amount). ' ‘

s

Supplemental Equipment and Non-recurring Charges (GIC Tariff.
Schedule G~21). o

Zach customer will be refunded any increased amounts billed
(actual amount). '

Message Toll Charges (Intrastate)

Each customer will roceive an individually computed refund based

oo the following formalas
%ﬁ% x Amount of Toll this Cust. = Toll Refund _
Customers

Message Unit Charges (actual amount)
(.OL7 = .0L0S) x Total MM this ‘customor = MMT refund.

Hotels which had a reducticn in the message wait rate will be
excluded from this caleulation. '




Ao SLT74 &% 2. =

APPENDIX B
Page 2 of 3

S. Total basic refundable amount per customer will be ihe_é total di‘-\i'Item.s“ A‘
1,2, 3, 4L and 5. ' ; L

Computa.tion of Tax Refunds

1. ILocal tax will be computed on individual custemer refund using
applicable city tax codes (actual amount). a

2. Federal tax will be computed on individual customer refund using
applicable tax codes (actual amount). ‘

Computation of Interest

Interest at the rate of 7% per annum will be applied to the basic
refundable amount (excluding tax). The interest rate formula will
recognize the accumulation of the basic refundable amount over the -
period. _ “ S :

Application of Refund
1. Current Customers

The refind will be applied as a credit on the customer's bill, not more:
than 120 days after the effective date of the refund order. The amount
will be reflected as a credit adjustment on the bill, Each refund-
able amount (basic rofund, city tax, Federal tax and interest) will
appear a3 a separate entry on the bill. A printed bill Snsert will
also accempany each refund. S o

2. Former Custcmers

Customers taken out of service 90 days prior to the refund date will be
sent a notice that they may e entitled to a refund as ordered in the
decision herein. Customers will be advised te contact the business
office to request refunds. (laims must be filed within 90 days of the
receipt of the notice. ” ‘ ‘

Former customers whose final ‘accounts are being processed throﬁgh the
billing system as of the refind date will be gziven a credit.

ALL refunds will be calculated as outlined above and if the refund
amownt Lz $1.00 or more, a check will be mailed to the address supplled
by the former customer. 1 s SR
If tho balamce resulting is a erodit of $1.00 or more, a check will b
prepared and mailed to the former customer. -, S
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Coin and Hotel-Motel Guest Customers

These customers may file a claim with the business office for refunds
on iatrastate toll ¢alls placed from coin telephone or from hotel or
motel roems. These customers will be required to furnish details of
calls on which refunds are requested. Claims must be filed within
90 days of the effective date of the refund order. o

Supersedures

Supersedures involving a ¢losing bill will be handled as a regular
finsl account. Supersedures not involving a closing Bl will be
treated as continuous service and the refund will be made only to
the current account. : ' _ '

Refund Adjustments , ‘
Any customer who is dissatisfied with his refund may contact the
business office for an explanation and will receive an adjustment,
if warranted. Claims must be filed within 90 days of customer's. .
receipt of bill or refund check. ‘

Repoxting Requirements |

General Telephone will file a refund report with the Commission within 90

days of completion of the refunds. The report will contain the following -
information:

1. The total basic refundable amounts, plus interest due customers.

2. The rofund pajd coin and hotel-motel guest customers.

3. The toltal amount credited on bills either imitially or through adjust-
ments (Ttem 5 above). - o

L. The total azownt of refund checks issued. |
The total amount of refund checks returned as undeliverable.

The total amount of refund checks outstanding and an estimate of the
portion which will never be prwsented for payment. ' .

The total unrefunded amount (1+2-3-4+5+6 (portion)).

The amount of expense incurred in making refunds and accounts charged
therewith. AN ,

A proposal for disposal of any moneys due customers but ‘n_ot yet
relunded. P
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CONTINENTAL TELEPHONE COMPANY OF CALIFORNIA
REFUND PLAN

The following procedures will be used to refund increased charges billed as a
result of Decision No. 78851 (rates effective July 23, 1971): - :

A. Rate Refund
1. Foreign Exchange Service |
Each customer will be refunded any increased amounts billed.
2. Message Toll Chargés |

Bach customer will receive an individually computod refund based
upon the following formula: ‘

Total Toll at New Rate - Total Toll at Old Rate = Remnd, mg >
Tax Refund '
1. Iocal Tax

Refunds will be applied to all customers according to credits due
for the classes of service provided..

2. TFederal Tax

Refunds will be applied to all customers a.ccording to credits duc
for the classes of service provided.

Computation of Interest

Interest at the rate of 7% per amnum will be a.pplied to the basic rei\md— :
able amount (excluding tax). Thke interest rate formula will use .an averagmg

convention t0 recognize the accumwlation of the basic refundable amount of
the period

#Should this computation result in an amount due from the customer, the compahy‘ L
will not bill the customer for.this amount.. ' :
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D. Application of Refund
%. Current Customers

The refund will be applied as a credit on the customer's bill not
more than 120 days after the effective date of the refind order.

The amount will be reflected on the Other Charges and Credits

Iine of the bill. If there are no other items included on that line
that month, the refund credit will be the amount on that line.

If there are other items the refund will appear on the Other Charges

and Credits Statement. A printed bill insert will alse accompany
each refund.

Former Customers

Refunds will be calculated as outlined above, and if the refund
amownt Is $1.00 or more, a draft will be mailed to the last known
address of the former customer not more than 120 days after the
effective date of the refund order. Former customers with an
outstanding balance will be credited the refund amount. If the
balance resulting 43 a credit of $1.00 or more, a draft will be
prepared and majled to the former customer. If the account was
previously written off as uncollectible, the refund will be
crodited against the written off amount and a draft will be issued
only if a net credit of $1.00 or more results. :

Coin and Botel-Motel Guest Customers

Those customers may file 2 claim with the business office for

refunds on intrastate toll calls placed from coin telephones or
from hotel or motel rooms. These customers will be required to
furnish details of calls on which refunds are requested. Claims

must be filed within 90 days of the effective date of the refund
order. ‘ ' ‘

Supersedures

Supersedures involving a ¢losing bill will be handled as a regular
final account. Supersedures not involving a closing bill will be .

treated as coutinuons mervice, and the refund will be made only to
the current account. S ' '
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5. Refund Adjustments

Any customer who is dissatisfied with his refund may contact the
business office for an explanation and will receive an adjustment.
if warranted. o

Reporting Requirements

Continental Telephone will file a refund report with the Commissicn within

information:

90 days of completdon of the refunds. The report will contain the following

l.

The total basic refundable amounts plus interest due customers.
The estinated refund due coin and hotel-motel guest cu:gﬁomers.

The total amcunt credited on bills either infitially or through |
adjustmonts (Item 5 above).

Tre total amount of refund dréft.s dssued.

The total amownt of refund drafts returned as undeliverable.

The total amount of refund drafts outstanding. aﬁd an estimate of
the portion which will never be presented for payment. '

The total unrefunded amount (1+2-3~4+5+6 (portion)).

The amownt of expense incurred in making refunds and sccounts
charged therewith. '

Continental, Telephone will also present a proposal for disposal of
any moneys due customers but not yet refunded. ' '
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COMMISSIONER MORAN, CONCURRING.

X coneur in each of these three Pacific Teléphoné decisioné
today as they substantially correct the gross error° of law and
Judgment embodied In this Commlssion's three previous outrageou,
decisionsFNQéspecting Paclific Telephone (tOtallvﬁhreefofrwh;ch~
I dissented). | |

It Is unfortunate that this Commission has,finally'recognized.

1ts responsibility to the people of California only beéause‘thei
Supreme Court has compelled the Commission to.do‘so;‘ L;tepallyg

several millions of dollars, not to mention the timéfof‘dedicatedf

staff persomnel, has been wasted unnecessarily,-ail*at'thé eXpénse~'” 

of Pacific Telephone's ratepayers, the t&xpayers and 1ndeed even

to the detriment of Pac;fic Telephone s stockholders

Dated: August 8, 1972
San Francisco,.Calirornia

Commissioner j'

BN/ D. 76726, Januwary 27, 1970,
respecting so-called "Western Electric AdJustment"
D. 77987, November 24, 1970,
respecting so-called ”accelerated depreclation”,
D. 78851, Jwe 21, 1971,
which granted Pacific a rate increase in excess of
$143,000,000 per year. .




