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Decision No .. 8Z4~Z 
-----

BEFORE 'L'HE PU.6LICUTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Investigation on the Commission's own 
motion into the pl"Omulg~t1on of a 
General Order providing for the procedures 
and standa.rds to be followed tor the 
interconnection ot customer-provided 
communic~t1ons terminal equipment to the 
telecommunications facilities of 

Case No. 9625 
(F1led October 24" 1973') 

, ~ 

1ntractate telephon~ utilities., 

(Appearances are listed 1n Append'u A) 

INTERIM OPINION AND ORDER 

On October 24" 1973'" this Commission on its own motion 
instituted an investigation 1nto the promulgation of a General 
Order providing for the procedures and standards to be to110wed for 
the intereormection of customer-prov1cled communication eqUipment to 
the telephone utility network. . .. 

Recognizing that the issues to be resolved were so comple~ 
that prolonged hear1.ngs may be required before the adopt10nof"a .... 
General Qrd.er" the Commission., on Oetober 30" 1973'". issued 
Decision 'NO .. 82075 to consider interim arrangements .. ' This decision,; 
provided for respondents and/or interested parties to tile within ~. 

15 days from the deciSion date written proposals,tor the COmm1ssion~£ 
. . • I .'1: 

considerat10,n. It also recognized, the neec1 tor considera.tion of the':, 
.!~ 

possible econom1c impact of interconnection during the investigation. 
'. ..'( . 

On November 5., 1973.,. notice of hearing set' for November l?i 
1973 was sent to all respondents and to, all interested. parties' "~'; 

... ' 
pursuant to Decision No. 82075 .. Hearing. wa.s held on Novem'ber'19" .. " 
1973 before Commissioner J. P .. Vu~s1n., Jr." Dnd Examiner 
:Burt E. Banks. In an effort to conserve hearing time andavo'id, 
duplic~tion of effort and a:rgument" the presiding Commiss10ner, 
suggested th~t parties with 3 common 1nteres·t select a spokesman 
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tor their group or industry. For this purpose the following 
categories were ident1f'ied as: 

Group 1 - Those parties interested in the utilization 
of customer-provided equipment • . 

Group 2 - 'lbe telephone utilities. 
Group :3 - The COmmission staff. 
Group 4 - Proposed certification companies. 

Position of Parties 
GrouR 1 - Those interested in the utilization of 
customer-provided eguipment. . 
Mr. Joseph Me Kittner, appearing tor Computer & Business 

Equipment Manu.facturers Association (CBEMA), was selected as 

spokesman for this group. It is their posi t.ion that an interim 
program should not'preclude the use or customer-provided equipment 
in accordance 'With the Carter:fone decision (13 FCC 2d 420 (1968.) 
and that any interim decision and program should permit. the direct, 
connection or customer-provided equipment to the communication 
network. During the interim the ba.sic teehnical standards to be 
met would be arrived at cooperatively by the Commission st.a:rf and . 
the interested parties. In arguing this position Mr. Kittner 

stressed the importance or maintaining a strong national telephone 
net-work. 

This group also expressed concern that any interim. policy 
should take into consideration and avoid any conceptual £ederal­
state conflict problem. 

Group 2 - The telephone utilities. 

Mr. :Milton J. MorriS, appearing for The Pacific Telephone 
and Telegraph Company (Pl&T) spoke for Group 2. 

n"e 'basic poSition of the telephone utilities is that 
utility-provided connecting arrangements are needed to' be used in 
conjunction with the connection o£ customer-provided equipment 
during the pendency of the OII to assure tbe safe"ty anclprotection 
o£ the network. Mr. Morris stated that there are unavoidable costs 
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associated with providing connecting arrangements, ,?-ecessary to 

protect the telephone syste~ He stated that P~T estimates that 
in 1974 its annual revent1es for protective connecting arrangementS 
will total :approximately $),941,679, including $1,294,928 of. 
installation charges. 

The telephone utilities argue that these costs are 
associated with providing network protection and thus should be 

borne by the users of the equipment that makes such network 
protection necessary, and not· by the general ratepayer. 

Group 3 - The Commission staff. 
Mr. Rufus G. ~yer represented the Commission starf. 
The starf favors direct interconnection of customer-

provided equipment to the teleco~ication network subjec~ to the 
assurances of network safety and reliability of service. 'lb.e 
assurances of safety and protection of the network would be provided 
by independent qualified third parties in conformance with the 
standards section of the proposed General Order. 

Grou~ 4 - Proposed Certification Companies. 
Mr. George A. Easter, appearing for Commmication Certif­

ication Laboratory (CCL) spoke for this group. 
Mr. Easter stated that they ravor a certification progra:m. 

during the interim and support the basic recommendations of the 
Commission staff. ~ey elaim to be ready and capable of implement­
ing a complete certification program. 

The following persons made statements o! position 1n 
addition to tha~ of the rour groups. 

Mr. Robert Feiner, representing Phonetele Inc., was of 
the opinion that because of an appeal to the Calirornia Supreme 
Court which is pending regarding Phonetele, the OIl had no applica­
tion to his company, but that he may desire to take a poSition at 
some future date. 
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Mr. Gary M. Ruttenberg, appearing for American Phone 
SyStems, Inc. and Bucsom Systems· Inc., stat.ed that. his clients 
supported the interim certification program or CCL and that such a 
program should be ~dopted. 

Mr. David. L. HilJ, appearing tor North American 
Telephone Association, suppor~d the Commission s·ta£! px-oposal. 

Mr. David H. Anderson, appearing tor Phone-Mate Inc., 
supported the Commission stat! proposal with some accommodation ror 
direct interconnection installation by the c~etomer. 

Mr. David '1'. Artson, appearing £0:- T~lephone Answeri.'lg 
Services ot Cali!ornia Inc., urged that ~y interim order autho­
rizing direct connection of' telephone an~wering devices should allow 
similar direct connection to the subscribers' line on the premises 
or the telephone answering services. 

Mr. Robert A. Carr, appearing for Telephone Equipment 
Corporation, urged. the Commission to-adopt those procedures and 
standards set forth in the· proposed General Order as the means tor 
providing reasonable quality control. 

Mr-. Donald J. Duckett, appearing. for General Telephone 
COmp3l'l'j'" of California, stated that General agrees with the telephone 
utili ty industry recommer.datio:l.. He f1).rther ind"icated that if' the 
Commission intends ~ allaviat~ alleg~d economic ~dship on the 
providers o£ customer-O .... '%led equ.1pment, which ari~s as· a result· or 
the cM:rges for the utilj.ty-provided connecting arrangements., 1 t 
has the a.lternative of making charges conditional subj:ect to,·fl.n.al 
action in this case. 
niS~lls~~.on 

'Ibe basic issue before us at this point in the case .1s 
whether the tariffs of the telephone utilities· which are now on 
file with the t;o:'l'Cission should be modi.f':.i.ed pending th~ isslJ.3Jlce of 
final orders herein, in order to allow some form of oirect inter­
connection 0'£ customer-provided eqUipment to the telec~m::mnication 
network, or to accommodate the certification o~ such equipment. for'. 
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interconnection, prior to the thorough investigation we believe to 
be necessary ~ order to explore fully the technical aspects ,01" this 
problem ancl the potential economic impact upon telephone subscribers 
who will not be in a position to benefit from customer-provided 
equipment. 

We must confess that we find it extremely di£fictllt, it 
not impossible, to rind an interim solution which accommodates 
completely the interests of all parties represented in a manner 
assuring the protection of' the public interest. The complexity and 
scope of these problems, which generated our original desire' for a 
comprehensive investigation in this matter, appears to defy the 
most well-intentioned efforts to achieve interim arrangements which 
are satisfa.ctory to all. Those seeking the right to connect their 
e~uipment directly to the telephone communications network ar~e 
that the present re~uirement of' a utility coupling or interconnection 
device works a hardShip upon them because it- has the' ef'.fect of'rais­
ing the price of their equipment. Yet, if we were to sweep, aside 
that requirement now in order to cure such alleged har.m, we would 
be prejudging some of' the basic issues which 'caused us to commit, our 
resources to this in-depth investigation. . Serious technical and 
economic crit.icisms have been leveled at the proposed General Order 
attached to our Order Instituting Investigation. XQe future ~uality 
and technical integr:-ityor the telephone network may be at stake in 

this and other similar regulatory proceedings considermg these . 
problems. Also important. are the economic ei£ects, which widespread 
incursions of nonutility equipment could have upon the rates of the 
small telephone user, who enjoys significant cost subsidies under 
existing rate structures. It would be unwise ror this Commission, 
1£ not irresponsible, to ignore such conSiderations and tbereby to 
prejudge the f'inal result in order to accommodate what are essen­
tially short-ter.mconcerns. 
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On the other hand, while the tariff provisions presently 
on file are practically identical to tbose filed with the Federal 
Communications Commission in response to the FCC's Carterfone ' 

. decision, such provisions may not themselves be f'oWld to be an 
appropriate solution when this case 1$ concluded. As tbe previous 
orders in this investigation have indicated, the present arrange­
ments "have not proved satisfactory to deal with the many individual 
problexcs which' arise in this developing area of regulation. 

Accordingly, we have concluded that the pll'blic interest 
will 'best be protected during the pendency of this investigation 
by allowing the present telephone utility tariff' provisions to remain 
in effect, out at the same time to require the telephone utilities 
to set up separate accounting procedures for all charges collected 
by them for protective connecting arrangements or equipment which 
tbey supply. Such charges shall 'be made subject to refund, in order 
that such action may be taken if found appropriate at the conclusion 
oi the investigation. We believe that this interim ~angement will 
protect the legitimate short-term interests of the parties in this 
case and the parties in other cases reg,rding customer-provided . 
equipment currently pending before the Commission. 

Regarding such pending matters, it is our belief: that 
it is pointless to continue any separate consideration o~ such 
matters, inasmuch as the issues which would have to' be resolve4 are 
inextricably bound up in the general investigation itself. It is 
appropriate, there!'ore, to consolidate all such eases, which are 
listed in Appendix B attached hereto, into this investigation for 
resolution in a manner consistent with the final results· thereof. 

We note specifically that among such cases· to: be consol­
idated are those involving Phonetele, Inc. (Cases: Nos. 9177 and ., 
9265) • An appeal of an Interim. Opinion by the Commission in those 
eases is presently pending before the California Supreme Court; . 

however, that Interim Opinion makes clear that it was issued pending 
further orders in the proceedings and was not 'by any means a f":1nal 
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disposition of the basic issues involved in those cases, which are 
still bef'ore this Commission. 'Ihe issues remaining undecided in 

Phonetele are essentially identical to those which are to be 
explored in this investigation; theref'ore, it is appropriate to 
include the Phonetele cases in this consolidation order. Such 
consolidation shall not, of'course, have ;my effect upon the juris­

diction of the Supreme Court to review those orders presently on 
appeal, nor upon Commission orders staying such orders pending the 
Court·s review. 
Findings 

1.. It would be premature to order interim certification 
arrangements during the pendency of.' this investigation. 

, I 

2. Present tariffs· relating ~the interconnection of' customer-
provided equipment should be continued in effect· pending final orders 
herein, in order to assure adequate protection or the telephone 
network. 

3. Any charges f'or coupling or other interconnection devices 
or arrangements collected by respondents pursuant to tarif'f' should 
be accounted f'or separately and be made subject to refund: 

4. Respondents sbould give their highest priority to· providing 
adequate coupling arrangements or e~uipment for all customer-provided 
terminal equipment which is presently or may reasonably be antic­
ipated to be on the market in this State. 

5. It is necessary and desirable in the interests of' orderly 
administration to consolidate all Commission cases involving basic 
interconnection issues into this investigation. 

IT IS CRDERED that: 
1. All telephone utility tariffs regarding the interconnection 

to the network of customer-provided equipment which are presently on 
f'ile with the CommiSSion. shall be continued in effect. pending final 
orders in this investigation. 
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2. All charges ror protective connecting arrangements or equip-. 
ment collected by the respondent telephone utilities pursuant to such 
tari£'fs shall be recorded and kept in separate accounts according to 

customer and shall be subject to refund. 
3. Respondent telephone utilities shall proceed in a. diligent 

manner to make available the necessary protective connecting arrange­
ments or equipment for all types of customer-provided termjnal eqUip­
ment which may reasonably be expected to be ofrered for ~terconnection 
to the telephone network. 

4. Any customer who desires to utilize 'terminal equipment ~or 
~ch appropriate protective arrangement& are not offered by riled 
tariff's may submit a written request therefor to the appropriate 
utility. If such arrangements have not been provided within thirty 
days atter such request, the customer may temporarily connect his 
terntinal equipment directly to· the telephone network after having 
certified such equipment to the Commission in the manner provided 
for in the proposed General Order, until the utility provides 
protective equipment under i't$ filed 'tari1"rs • 

. 5. 'Ihe cases listed in Appendix B attached hereto are hereby 
consolidated into this investigation. 

'I1'le effective date of this order shall be twenty days af'ter 
the date hereof. 

~. Dated at SanFra.z:,dsca , Calif'ornia, this 
gt~ day of JANUARY 
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APPntDIX A 

LIST OF APPEARANCES 

Respondents: James A. DeBois, Milton J. Morris, and Robert M. 
Ralls, Attorneys at Law, for 'lhe Paci1'1c Telephone and. 
Telegraph Company; Jeanne W. Davis, tor Richard D. Crowe, Vice 
President, Continental Telephone COmpany of California; and 
A. M. Hart and Donald J. Duckett, by Donald J., Duckett, Attorney 
at Law, for General Telephone Company of: CBlil'ornia. 

Interested Parties: Neal C. Hasbrook, for California Independent 
Telephone Association; Meserve, Miilnper 8: Hu.ghes, by David H. 
Anderson, for Phone-Mate, Inc.; Da.vid T. Artson, for Telephone 
Answering Services of California, Inc.; Robert A. Carr, for 
Telephone Equipment Corp.; Ge0ffe A. Easter, Attorney at Law 
(Utah), for Communication Cert icat10n Laboratory; Robert 
Feiner, for Phonetele, Inc.; Carl B. Hilliard, by David 
E11fort, Attorney at Law, for DASA Corporation, Concept 1, Inc., 
and Astrodata, Inc.; McKenna, Wilkinson & Kittner, by Joseph 
M. Kittner, Attorney at Law (North Carolina-D.C.), for Compu.ter 
& BUSiness Equipment Manufacturers Association (CBEMA); Rich~d 
s. Kopf, Attorney at Law, for Sou.thern PacifiC ColDlXlWlicat1ons 
Company and Southern Paci£ic ~ansportation Company; H. V. 
McNult:r:, for Telephonic Equipment Corporation; Jay H .. Stoffer, 
for Delphi Communications Corporation; F. Sherwood LewiS, 
Attorney at Law (North Carolina), for Control Da'ta COrporation 
and its su.bsidiary, The Service Bureau Corp.; Robert W. Russell, 
tor the City of Los Angeles; Keller & Heckman, by David L. Hill, 
Attorney at Law (District or Colwnbia), for North American 
Telephone Association; Tannenbaum, Kaplan, Neiman &: Sieroty, 'by 
~ary M[zchell Ruttenbers, Attorney at Law, for American Phone 

ystems-, Inc. and Buscom Systems, Inc .. ; McCutchen, Doyle, Brown 
& Ec.ersen, by William w. SShw~zer and Boak Chr.-istensen, 
Attorneys at Law, for tnterna'iOiiil Business· ~h1ne Corporation; 
Elliott Werczler, tor American Telephonics'; and Dean E. Wilson, 
tor USE Labs. 

CoIDXDission St.a£.t: Ru1"us G. Thayer r Attorney at. Law, and.~. 
Popenoe. 
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APpmDIX B 

American Phone SyStems v The Pacifie Telephone and Tele~aph 
CopmanI; Case No. 9600, matter awaiting bearing. 

Astrodata v The Pacific Telephone and Tele;xaph Comeanx; 
Case No. 96l0, matter awaiting hear:l.ng. 

Case No. 9637, CSI (Advice Letter 11l78). 

Case No. 9652, Arden Fa.ir Theaters v P'I8:T. 


