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LlAKM:lz ALT. ' 

S4 04,105 APR 1 8 19a.~ 
Decision ________ __ 

, '~, 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA'l'EOF,CALIFORN!A , 

In the Matter of the Application 
of THE PACIFIC TELEPHONE AND 
tELEGRAPH COMPANY, a corporation, 
for authority to increase certain 
intrastate rates and charges 
applicable to telephone services· 
furnished within the State of 
California due: to increased' 
depreciation expense. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
), ----------------------------) 

:In the. Matter· of the Application 
·i)f tHE' PACIFIC TELE.PHONE AND 
TELEGRAPH COMP'ANY, a corporation, 
for authority to increase certain 
interstate rates and charges 
applicable to·telephone services 
fllrnished wi thin the S·ta te of 
California. 

) 
) 
) 
) 
) 

~ 
) 

---------------------------) ) 
Investigation on the Commission's ) 
owrimotion into the rates, tolls" ) 
rules, charges , operations, cos,ts,) 
separations, inter-company settle-) 
ments,. cont:-acts, service, and ) 
facili ties of tHE, PACIFIC. ) 
TELEPHONE AND TELEGRAPH COMPANY, ) 
a California corporation; and· of ) 
all the telephone corporations ) 
listed in Appendix A, attached. ) 
hereto. ) 

) ----------------------" 
In the Matter. of the Applica.tion 
of THE PACIFIC TELEPHONE AND 
TELEGRAPH COMPANY, a corporaition, 
for authority' to adopt in.tra~state 
access charge tariffs applicable 
to telephone services furnished 
within the State of California .. 

) 
) 
) 
) 
) 
) 
) 

------------------------------) 
1 

App11cat1on.82-t1-07 
{Filed November 4, 19S2) 

Application 83-01-22 
(Filed January 1.7, 1983.)' 

OIl' 8,3-04-02 
(Filed. April· 20, 1983) 

Application 83~06-65 
(Filed June 30, 1983) 
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TELEPHONE ANSWERING SERVICES 
OF CALIFOR~IA, 

Comp;lainant, 

V~. 

THE PACIFIC TELEPHONE AND 
TELEGRAPH COMPANY 7. 

Defenc1ant. 

) 
) 

") 
) 
) 
) 
) 
) 
) 
) 
) 

-----------------------------) ) 
In the Matter of the Su~pensionanc1 
Inve~t1gat10n on the Comm1~~10n'~ 
own motion of the tariff sehec1ules 
to otter interLATA telecommunica
tions services filed und.er Advice 
Letter 1 of AT&T Communications. 

) 
) 
) 
) 
) 
) 

-------------------------------) ) 
In the Matter or the Su~pen~10n ace! ) 
Inve~t1gation on the Commi~~ion'~ ) 
own motion of tariffs to reflect ) 
corporate divestiture and the Tariff) 
InforMation Management Sy~tem filed. ) 
under Advice Letter 14641 of The ) 
Paciti'c Telephone and Telegraph ) 
Company. ) 

----------------------------) 

Case 82-10-09 
(Filed.: ,October .. ··28, 1982) 

(1&S) Ca~e 83-11-06-
(Filed November 22, 1983) 

(I&S) Case 83-11-07 
(Fi1ec1 November 22', 198-3:) 

ORDER MODIFYING: DECISION 8~:12-024 
AND DENYING REHEAR! G 

On December 7, 1983, the Commission issuec1 DeciSion, CD.) 
83-12-024, which authorizec1 the Pacific Tel,ephone anc1 Telegraph 
Company, now Pacific Bell (Pacific)" to, establish and cOlleei~ 
effective January', 1984, tariffed rates anc1, eharges for' the' 
provi3ion of exchange acee~s services to long-d:i;,tanc~ car.riler:J 
for the origination anc1, termination of intras,tatetoll, ealls~ 

. , 

Applications for rehear1ng'ol' petitions for modif.ieat1on or' : . 
reconsideration· were filed by the American' Telephone and~ 'l'el.egraph 

.' 
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Company (AT&T), HCI Telecommunications Corporation (HCl), Toward 
, . 

Uti1i~y Rate Normalization (TURN), U.S. Telephone, Inc. (U .. S.: 
Tel), anc1 Allnet Communication Services, Inc~ (Allnet). We have 

consic1erec1 every allegation of legal error and are o! the opinion' 
that sufficient grounc1sfor granting rehearing have not been, 
shown. We have also reviewed the requests,for modification, :and.' 
rind them to be lacking in merit as well. Howeve'r, our further 
review, has identified several areas o,r the deCision reqUiring 
clarification. We also make several moc1ificat10ns to, portions of 
the decision questionec1 by some of the peti ti,oners; while" not 
specifically granting the'ir requests, we believe these changes are 
responsive, to their concerns. 

We note at the outset that, as every party to these 
proceedings' is aware, the Federal Communications Commission (FCC,) 
issued a deci3ion which wa s releasec1' on February 15, 1984 ,which: 
further postponec1 any fec1era11y authorizec1 end user charges until 

. , 

at least June of this year. D.83-12-024 ac10pts intrastate charges 
which for the most part are intended to' achieve parity with the 
charges which were to be in place on the inters,tate level by 
April 3, 1984. These interstate charge.s have not taken effect as 
expected. We put all parties to our consol1c1ated proceeding. on 
notice that one of the first items of bu.siness to be considered in 
Phase 2 of the access charges portion will be an examination, of 
the impacts of the FCC's orc1erson the rates and charges 
established by D .. 83-12-024 .. The relevant issues 'W1l~beexp1ored 
more fully at the prehearing conference scheduled· for Hay 8, " 
1984. 
A. Reporting Reguirements_; 

We return to D .. 83-12-0'24. The first matter ',for . 
clarification concerns· the reporting requirements adopte<1 for 
interexchange carriers (IECs). Both MCI,and:U.S.Te1'raised 

the 
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objections to these requirements. 
We first note that contrary to MCI's allega't10n,',proj>osed 

... ! 

requirements quite similar to those we bave adopted were . 
. , 

introduced into the record by one of our staff witnesses, who; was, 
of course, available for cros~ examination,. We note also, that our 
:staff was the only party providing :suggestions on how to 
coordinate IEC reporting and. utility billing. 

Secondly, our review,of Pacific's filedtar1ff provisions 
addressing this subject persuades us that many of MCl's and,U.S. 

, 

Tel's objections are resolved by these provis1on~; others we 
believe we can ameliorate by the mod·ifications· set forth: below. 

Pacific's tariffs, (see Schedule 175-T·" Sections 2".3.'4 

•• 

and 2.3.15), provide for the IECs to deSignate how and when their 
records are maintained. Our intent is that if Pac1f1

i
c'· finds these' 

records inadequate for purposes of assessing the appropri'ate 
aceess charges, it demonstrate to the lEe in question just what 
its problems are. If the two cannot work out a sat'1sfactory 
solution, the IEe may seek Commission resolution of. the matter. 

Furthermore, both D.83-12-024 and: Pac:Lfic:'star1ffs 
provide for Pacific to audit the lEes' 'books, if t,he need should 
arise. The Commission's intent is that this sbouJ:d occur only. in 
extreme circumstances, not as a matter of course, ;:and only after -, , 

Pacific has given good reason to the lEC why such action is 
necessary. Here, too, if the matter remains in controversy, the 
lEe may seek CommiSSion resolution. 

MCI and U. S. Tel exp,ress concerns over anticoXl:pet1tive 
impacts of allowing au<1its bY' Pacific. Section 2.3.14(A.)(')(b} of 
Pacific'S tariff states tbat an lEe sball agree in writing ,to 
provide Pacif1:e witb all necessary materials to- conduct an.au<1it 
and to assess appropriate 'billing, under ··appropr1ate proprietary' 
agreements, if necessary. We understand this language' to.mean 

" .' . 
these proprietary· agreements will safeguard any informat1on:!n the 

• ~ I • 

" , 

, ; 

" 
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nature of an lEC's trade seerets, marketing or business pla~ing 
infor~tion, or o·ther l>rol>rietary data, such that it will not be 
dissemina ted to any coml>eti tors, nor to any l>ersonnel or Pacifi.c 
not directly concerned at the operating level with the 
administration of access services. We eXl>eet Pacific to' provide, . 
sueh assurances in writing, whether through i~~ own auditors or 
through its contraets with any non-utility aud.1tor. 

Concerning the percentages of intra- and· interstate 
usages, Pacific's tariffs leave these determinations to- the lEes. 
See Sections 2.3.14(A)(2") and (3). Finally, as Pacific ;notes, it 
will bill all usage as intrastate only in the event an lEC' fails, 
to l>rovide adequate records. We reiterate our intent that 
unresolvable controversies over what constitutes adequate reeords 
may be brought by an lEC before the Commission for resolution. 

Paeific notes that an lEe may, like any other :eustomer, 
. . , . 

;.' 

i ., 
" 

bring any billing d1'sputes before th: Commission •. As our above': 
diseussion indicates, matters in controversy long before they 
reach the actual billing stage may also be brought before the 
Commission. We believe sueh is necessary to· ensure that Pae.1fic, 
does not usurp proper management prerogatives of' t,he IEes, -and' to 
further ensure that Pacifie does not treat any lEC, in an ~rbitrary., 
manner. It should go without saying that we expect bo,th parties:: '; 
to deal in good faith on all matters or controversy. 

Finally, although we believe Pacifie' s tariff provi:sions 
. . , 

and our clarifieations address the petitioners' main object1ons:: 
we will require Pacific to submit a status report in Phase ~;of 
the .:>.ccess charges proceeding addressing the matter of how these . , 
requ!rements are working in practiee. The lECs 'Will be able':';to 

...... 
cross examine on and rebut Pacific"s report. It. problems lo1i'th the 

"., . 

reQ.uirements still remain, we' will' resolve them: in' Phase 2 •. c" 

5 
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B.' Billing and Collection Services. 
The billing and collection services proposed by Pacific 

, ~ .'" , 

and adopted by D.83-12-024 inelude a prov1s.ion allowing Pacific to 
terminate local serv1ee it a customer's lEe, toll bill is in 

.. ' ' , 

arrears. TURN bas vigorously opposed th1s~P~ovision,a.., being, "an 
, , 

abuse of Pacific's monopoly power and eontro.ven1ng st'atepol1c1es 
" 

on the rights of eonsumers. 

We are not ready to adopt TURN's pos1tion,and elim111ate 
this prOVision. However, we are of the opinion, that TURN's 
arguments raise serious issues whieh warrant furtllerexam1nation. 
We will, therefore, denominate this service as 1nt,erim in nature. 

, 
In Phase 2 of the access charges portioll of this ease, we will 
require Pacific to provide a I)rogress report of how the serviee, is 
working with Al'&T (to date the only lEe having eont~aeted:w1th 
Pacific for it), including an analysis of" the risks Pacific,has 
incurred 'by its purchase or AT&T's aecounts receivable in view of 

" 

AT&T's distribution of unsoliCited' eredit cards. We will.. also 
" I 

require the Commission starf, PaCif1e, TURN, and any other 
interested party to brief tbe question of whetber the Commission 
may lawfully authorize the termination prOVision.: We.w!ll make a 
tinal 4etermination' in our Phase 2 deeision', arter evaluation or 
all or the above. 
c. Inter1m Access Charge to AT&T. 

AT&T raises a number of objections to the CommiSSion's 
application of an interim access charge to AT&T, over and'above tbe 
premium cbarge rerlecting the greater value of AT&T's aeees~. 
These arguments have not J)ersuadec1 us to reverse our 'position. 

Our c1ee1s10n to, impose thiz interim charge on AT&T is 
well supported by sounc1 ratemaking principles., The sureba~ge 

, ' 

adopted by D.83-12-025, was neeessitated by the phas1ng'ot the rate 
portion or these proceedings to, better. ae:eommo4ate the :tmpaet's or 

" divestiture. At the time the first phase'of the ,rate proceeding . 

6 



• 

• 

:' 

A .. 82-"'-07, A .. 83-01-22, OIl 8·3~04-02 et al.' LrAlCM:lz 

... 

was taking ~lace, no ~~ecifi~ co~t ~tudie~ exi~ted ~u~~ort!nga 
rate ~e3ign which allocate4 those costs among the var1o~s serv1ce3 

, '1 ' 

~rovided by Pacific.. Howeve'r, Pacific d'emon~trateda ~\~",ed' tor 
, , ,:' ~ II, ;,' i .; I , 

1mme4iate rate relief, hence the Comm1~sion a4opt.ed the i ~)n1rorm . 
• I '.' .,:.: :;'~ 'i 'J ',' 

interim surcharge a~~roach. No evidentiary .ba~1s eXisted.·' to 
'1£'1 

justify exclud1ng1nterLA'l'A toll from the ~ure'harge. M,oreover, we 
found in D.83-12-02'4 that it was not appropr1a'te, to,sh1,~lde1ther 
1ntra- or interI.A!A user~ of toll service~ from,:,the u~iform 
surcharge ~end1ng resolution or the second' phase; 'of 'the' rate 

'" .\ I 

ease. 
We structured the surcharge as we cUd, in orde~to, 

moderate the transition from anintegrate4 net'l¥'o,rk to, a. divested 
network by maintaining existing rate relationships. until ,the ;;," 
nece~~ary cost stu4ies cou14· be complete4 'and evaluat'e<1. In this' 
interim ~eriod'~ before we have resolved the numerous d~vestiture- , 
related issue~, ~resented to u~, we consider it only eqUitable'that 

" I' I ' 

all toll services., intra and interLA'!A, whieh will ul't1mately reap 
much greater benefits from divestiture than will localservice~, 
bear a somewhat greater burden of the transition. We remain, 
firmly committed to this objective. 

However, our application of the sureharge in th1z way 
I 

meant AT&T would experience a windfall in earnings eonsi~eratily 
" I 

above the rate of return we had found reasonable tor it ':tn th;1s, 
interim period. We thus required AT&T to pay th~s windtallto· 
Paeific as an interim aceess charge, to term.inateupoll issuance or 
our decision in Phase 2 or the rate ease, ex~eeted thi.s May. Tbe;: ,~' , 
interim accesz charge i3 not and was not intended: to be a.l'rem1um 
charge in the sense used by AT&T; 1 t. 40es not reflect relative 
cost and value or the access provided to AT&T. But it is· an' 
aecess charge in the sense that it is a eondi tion p,laced on A'l'&T 
tor being provided with accez,s • 

7 
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IT IS ORDERED that D .. 8,3-12"';024 is modified 'as follows: 
.1. The above discussion is ineorporated by referenee'into 

and super3ede~ any inconsistencies in D. 83-12-024. 
. , 

2. The t'ollowing paragraphs are added to page 146: 

"Further consideration of wheth'er the' 
jurisdietional reporting requirements are 
aehieving their stated goals, and any problems 
which have arisen with these requirements, for 
either Pacific or the IECs. 

"Further consideration of the interim billing 
and collection services for lEC~ adopted for 
Paeific, ineluding an 3ssessmen:t of the risks 
incurred by Pacific by its purcbaseof AT&T's 
aceounts receivable, in view of AT&T's 
distribution o·f uXlsolicited credit :cards; the 
revenues its contract with AT&T bas produced 
for Paeific, and the lawfulness of the 
termination of service provision." 

:3. Conclusion of Law 5 is modified to read:. 

"If an IEC fails to' provide adequate usage, 
reports for its operations req,uiringaeeess 
services from Pacifie, Pacific may bill all 
such usage as intrastate usage.. Before sueh 
billing occurs, Pacific should apprise the IEC 
of the inadequacy of its reports and both 
parties should attempt in good. faith to resolve 
the problem. An lEe may seek Commission 
resolution of an irreconcilable conflict with 
Pacific over adequacy of reports or billing .• " 

4. Conelusion' o,f Law 6 is mo(aried to read: 

"Pacific Should be permitted to audit IEC toll 
billing records under extreme circumstances, ' 
and to require the IEes to maintain such 
records in a conveniently audi table form,. 
Before undertaking an audit, Paeific shall 
speeify to· the IEe why an audit is required. 
In cases or irreconcilable eonrlict })etween an 
lEe and Paeifie concerning the nece3s1ty o~ an 
audit, the lEe may seek Commission resolut.ion." 

8 
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5. New Conclusion of Law 6A is added to read: 

"Pacific should be required to assure an IEC 
in writing that proprietary information will ~e 
kept confidential .in the course or the audit!:ng 
process and thereafter." ',~~,:~:: . 

6. Conclusion of Law 2' 1~ modified to read·: 

7. 

8. 

9. 

"Pacific's 'billing an<:1 collection services 
shoul<:1 'be reexamined in the rurther-:access 
charge phase of' this proceeding.; in the 
interim, Pacific should be permitted to, deny 
local service for nonpayment of lECcharge.s, 
but not in connection with the extension of its 
'billing services to new types of services." 

New Ordering Paragraph SA is added to' read: 

"Pacific should be p,repared to submit as 
evidence in the further access charge phase of 
this proceeding a status report detailing how 
the report1ng requ1rements l1sted at page 56 of 
D.83-1Z-024 are working, with special at.ten~ion 
to problems identified by either Paciric or,the 
lECs." 

New Ordering Paragraph 5B is added to· read: 

"Pacific should provide assurances to all lECs 
in writing, whether using 1ts· own auc1"ito:"s or 
contracting with a non-utility aUditor, that 
information rece1ved from an lEe in the course 
of conduct1ng an audit or assessing approJ)riate 
b1lling, which 1.s proprietary in nature as 
def1ned 'by the lEC, will not be disseminate<1 to 
any competitors. of the lEe, nor to any of 
Pacific's personnel not directly concerned at 
the operating level with the a<1ministrat10n of 
access services." . 

New Or<1ering Paragraph 10A i:s ad<1ed to read: 

"Pacific shoul<:1 be prepared. to· submit a:s 
evidence in the t'urther phase of our acee~s 
charge proceeding a progress report concerning, 
its l:>1ll1ng and'collect1on services which are 
ava1lal>le to the lEes through contract .. 

9 
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Pacific shall present figures on how much 
revenue it has received through the' contract~ 
it has made to date; as well, as an analysis or 
tne risks it :bas 1ncurrec1 by purchasing AT&T's 
accounts receivable, in view of Al'&l"'s 
unsolicited distribution or credit earc1s. ' The 
Commission stafr, PaCifiC, anc1 'rURN should be 
prepared to submit written legal arguments on 
the lawfulness of the CommiSSion's 
authorization of the termination of service 
provision. Any other inte:oested party may 
brief this issue as well." 

... I, 

"~I • 

IT IS FURTHER ORDERED that rehearing, reconSideration, 
and modification of D .8,3-1.2-024, except as provic1ec1 herein, are 
hereby denied.. 

This order is er{§~~vt today. 
Dated' APR , at San FranciSCO, California • 

LEONAImH. GRDIIS.:.m • 
. ' , Pr •• 14en:t.· 

VICl'OR CALVO, 
FRISCILLA." C' •. ,CREW 
:OOYALD·, VIAL ',' 
WlLLIAK7'~ ,.1lAQLEY .' 

, Comm1.s1oDera 

. '. 

, .. 
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TELEPHONE ANSWERING SERVICES 
OF CALIFORNIA, ' 

Complainant, 

vs .. 

THE PACIFIC TELEPHONE AND 
TELEG·RAPH COMP'ANY,' ' 

Defendant. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

--------------, 

" ',/.:> " 
,Case8:2?-<l-O,,9" , ' 

,(Filed' Octo r'28 ,:. ,1982) 

On December 7, , 98,3, the, ommission issued DeCision (D .. ) . , 

83-12-024, whioh authorized theaoific Telephone and' Telegraph 

Company, now Pacifio Bell (Pac f1c), to establish and collect, 
, ' 

effeeti ve January 1 t 1984, tiffed rates and, charges for the ' 

provision of exchange acoe services to lorig~distance carriers 

for the origination and t rmination of intr~state toll oalls .. 

Applications for rehear g or petitions for ~od1f10ationor 
reconsideration were f eel by the Amerioan Telephone and'Telegraph 
Company (AT&T), MCl',! lecommunioations, Corporat1on,(MCI), '!oward 
Utility Rate Normal at1on' (TURN)" U.S .. Telephone, Inc. ,(U~S:.' 
Tel), and Allnet C municat10n Services, lne. (Al~net)_ We,have 

:" , 

considered every llegationof legal error, and are of the opinion 
, " 

that sufficient round's, for granting rehearing have not been' 

shown.. We hav, also reviewed the requests, t.o:r' mod,1ficat,ion, and 

find them to, be lacking in merit as well. However, 'our further 

review has i~ntif:ted' several areas of the decision 'requiring~~ 
clarification. We also make several mod1f1ca~ions to portions of 

, ' 

the decision questioned by some of the petitioners;, while: not 
specifically granting their requests, we:' 'oe,lieve these changes are 
responsive to, their concerns • ·,'1 

2 
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We note at the outset that, as every party ,to these 
proceedings is aware, the Federal Communi,cations Commission (FCC) 
issued a decision which was released on February 15, 1984'which 

further postponed any federally authorized end use'r'charges until 
at least June of this year.. D.83-12-024 adopts intrasta,te ,charges 
which for the most part are intended' to· ach'ieve parity with the ~ 

, ' 

charges which were to be :tn place on the interstate l~ve,r'by, ' 
April 3, 1984. These interstate charges, havenot~en effect as 
ex}),ected. We put all parties to our c,onsol~~ proceed.in,g'on ' 
notice that one of the first items of bus1n'ess to be considered ,in 

, , /' ' 

Phase 2 of the access charges portion ~l be .. anexaminat',1onof 
the impacts of the FCC's orders on r rates and 'chirge~ , , 
established by D.83-12-024. The levant. issues will be explored 

more, fully at the prehea~1ng c scheduled for May 8, 
1984 • 
A. Reportin Re uirem~nts 

We return to D .~-12-024. The first' matter for' , 
clarification concernS/he re.porting " requir'ements adopted for the 
interexchange carrie~ (lEes). Both MCland u.s. Tel raised 
objections to these requirements. 

We firs·tnote that contrary, to MC,If,s, allegation, proposed 

:-equirements qj1lte', Similar to those we h~ve adopted were 

introduced intto the record by one of our, stafr. witnesses, who was, 
of course, a4"ailable for' cross examination. We note also that our 

/ , ' , 
staff was ""the only party providing suggestions on how to 
coordinate IEC reporting, and utility b,ilJ.ing. 

Secondly, our review of Pacific",g filed ta,riff proviSions 
addressing this subject per-suades us·' tha~ many of Mel '$ ,and TJ. $ .. 

Tel's Objections are resolved by these p~ovisions; otber~ we 
believe we can· ameliorate by ,·the mod1fic~ations s,e~' forth below • 
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Pacific's tariffs (see Schedule~ r7S-T, Sections 2.3. 14 ' 
and 2.3.1S), provide for the lEes to des~gnate how' and' when their 
records are maintiined. Our intent is that, if Pacific finds these 
records inadequate for purposes of assessing the'appropriate 
access charges, it demonstrate to the IEC>in ques.t10n just· what 
its problems are. If the t'"':o cannot work' out: a satisfac'to,l:"Y 
sol ution, the IEe may seek Commission r~sol utioyr the matter. 

Furthermore, both D. 8,3-'2-024 2.nd·· P'~ific' s tariffs 
, '/ 

provide for Pacific to audit the IECs··' 'b~s, if the need should 

arise. The Commission's intent, is thaVtbis should occur only in, .' 

extreme Circumstances, !!2! as a' ma t~ of course, and ,only ~fter " 
P~.cific has given g.ood reason to ye lEe why such. action is .' 
necessary. Here, t60, if the m ter remains 1n\controversy, the 
lEC may: seek Commission resolion. 

MCl and U.S. Tel ex ~ess concerns over anticompetitive 
impacts of allowing aUdit~y Pacific. s~c~ion 2~3 •. ' 4(A) (1 )('0)' of 

PaCific's tariff state~ ~at an .IEC· shall.. agree inwri ting, to ' 

p'!'"ovide Pacific' with at"", necessa'ry materials to conduct an<aud·i:t' 
and to assess approPyate b:tllin'g, under, appropriate' proprietary 

agreements, if nece$Sarx. We understand ,this langua'ge to, mean . 
these proprietary tsreements will safeguard any' information: in the ,; 

na t·ure of an IEC,/ trade secrets,. marketing or bus.1~ess planning 
information, or )Other proprietary data, such- that. it· will. not be 
disseminated tdany competitors~ nor to ani personnel of Pacific 
not d'irectly oncerned at the operating level wi tb the 

n of access services. We, expect Pacific toprov1de 

such aS$ura ces in writing, whether through its own auditors or 
~hrough its contracts with any non-utilityaudito~. 

Concerning the percentages of ,i~tra- 'and' int,erstate -
p , '4' • ' ~ .. 

usages, Pacific's tariffs· leave these determinations to· theIECs.;.~;· 
, . ' , ,1'1 

See Sections 2.3.·14(A) (Z) and· (3). Finally, asPac1f1e· notes., it ;. 

will bill all usage as 1ntras·tate only1n:the event an : lEe' fails 
.: ~I " 
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to ~rovide adequate records. We reiterate our intent that 
unresolva'cle controver8ies over what const.itutes adequate records 
may l>e l>rought by an IEC before the Commission for,: re:!olut'1on. 

Pacific notes that an IEC' m~y,,;,:::.11ke any o'thercustomer,' 
bring any l>illing disputes be~ore th~{;COmmiss1on.' As our above 

discussion ind'icates, matters in co~t~oversy long before ,they 

reach the actual billing stage mayaiso be brought before ,the 
Commission. We, believe such isnec,essary to ensure that Pacific 
does not usurp proper management prerogative:s/of the IECs," :.I.nd to 
further ensure that Pacific does. not, tre~ny IE'C: in an ar:'citrary 
manner. It should go ~i thout SaYin~t,' t, ,we expect both parties 
to deal in gOOd faith on all matters ,o:f controversy. : ' 

, .' I 

Finally, although we be:,~ve'Pac1f1c's tariff provisions 
and our clarification's, address ti'e petitioners' ,main Object~ons" 
we will require Pacific to suli t a s,tatus report:';in Phase 2 or. i 

the access charges proceedi addressing the matter of how these: ' 
• . ' J 

requirements are working The: lEes will 'be able to 
cross examine on and reb t Paciric's·,repor~.It prol>le~swith the 
requirements still rem n, ,,;.e will resolve them in Phase 2. 
B. Billin and Colle tion Services. 

The bill in and collection servic'es proposed, l>y Pacific 
, , 

and adopted by D.8 -12-024 include a, provision allowingPacifie to 
terminate local s rvice if a customer's IEC tollb1'11 1$10.' 

•• r ,q 

arrears.. TURN s vigorously opposed' this provision as, being an 
• ' , " ',I" ' ' , 

:~U::eo~i:::~/O;·:o:::::~~~powe,. and eontravening 5tate .POlieie. 
, . We J.re not ready to adopt TURN' s po~1 ti6n and eliminate 

this provision.. However, we are of the opinion that'l'U,RN"S' 
, 

arguments ,raise serious issues which warrant further examination. 
We Will, therefore, denominate th1s.'serv1ce a:s inter1m1n nature .. 
In Phase 2 of the access charges portion: of this;' c~se" we will . 
reQ~1re Pac'ifie to provide a progress report o'f, ho,w the,. service is ~ 

, ' 
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working with AT&T (to date the only IEC,~having,eontracted with' 
Pacific for it), including an analysis of the risks P'acific ha5 
incurred by its purchase o,f AT&T's accounts· receivable' in view o,f 
AT&T's distribution of unsolicited credit cards. We will also, 
require the Commission staff, Pa~ific, TURN, and any other 

'" """'"'" .,' 

interested party to brief tbe question o,~ whether the Comm1:s,sio,n 
may lawfully authorize the termination provision. We will make B' 

final determination in our Phase 2 decision, after eva~uation of 
all of the above. " .~ 
C. Interim Ae~ess Charge to AT&T .', ' /" . _ 

AT&T raises a number of ,0bjectic:ns.JtO the' Commission's 
application of.an interim access ,charge tol'AT&T over and above the 

, " ,(I' 

premium charge reflecting the greater ~ue of A'!&'!'s access,. 
These arguments have not persuaded us/to .Ireverse our' posi tio,n.. .; 

/ ',' ' 

Our decision to impose th}'S interim charge on AT&T is 
well supported by sound ra temaki~ principles. The' sure,harge 
adopted by D.83-12-025 was nec'/sS~itated 'by the phas,ing, of the rate 

/ ' " 

portion of these proceed1ng~0 bet·ter accommoo.ate ,the impacts of, , 
divestiture.. At the time 'tIhefir5,t, phase of the rateproceed'1ng " 
was taking place, no speificco~t stud'ics eXistedsu~porting .. a'~:' , ' 
rate design which allocated' those costs among, the various serv1~es 
provided by paCifiC.; /~owever, ~acir1c demonstra,ted a n~ed ~~r" "' 
immediate rate re~1 t, hence the 'Comtl1ssionadopted the uD'iform I, 

interim surcharge 'pproach.. No "evide~tia:~y "basis; existed' to'.; 
justify excludin 1nterLATA toll from, the sur.~ha:rge.;· Moreov~'r, we, 
found in D.83-1,i-024 that, .it w'as.'not appropr1a,te to' shield either', ' 
intra- or intJ'LA'!A users of toll ,serv1c'es from the, unifo,rm ,,' , " 

, /' ," ' 

surcharge ~ding resolution o·! the second' phase, of the' rate:' 
case .. 

" 

We structured the surchsrge as we did in order to: 
moderate the transition from an integrated n'e'twork to':a d'i.vested 
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network by maintaining existing rate relationships until the 
necessary cost studies could be completed and e~aluated,~ In this 

", I 

interim period, before: we have resolved. the numerous·dive.stiture-
related issues pre'sented to us, we con;ider it only equitable that 
all toll services, intra and1nterLAl'A, which will ultimately reap 
much greater benefits from di vesti ture than Wi~l, 10c'al services, 
bear a somewhat greater burden. of the, transit:ton'~ We,...-rema1n· 
firmly committed to this 
objective. 

However, our application of the ~ in this way 
meant AT&T would experience a windfall n 'earnings' considerably 
above the rate of return: we had fou reasonable for it in, this' 
interim period. TIT to pay thi~,windrall to 

, ' 

Pacific as an interim access c 
our d.ecision in Phase 2 of t 

rge, to terminate upon issuance, of., 
rate case, expect~d this May. The 

interim access charge is n and was not intend~d,to be a:prem1um 
charge in the sense used y AT&T; it does no,t refl'ect relative 
cost and value of the rcess provided to AT&T. Bur it ,;i,s, an, 

access ,Charge in;::he ens.e that it i~ a condit1onplaced, on':,AT&T', 
for being provid.edi th access. ", 

" , . 
IT 'IS OR RED that D.83~'2-024 is mod'ified as follows: 

'. " 

, . The ab e discussion is incorporated by reference in,to 
and supersedes any inconsis,tenc1es. in D. 83-' 2-024 .. 

2. ollowing paragraphs are added to page 146: 

"F ther consideration o,f whether the 
j.6.risdictionalreporting requirements are 

!.':chieving their statedgoal~, and any pro,blems 
which have arisen with these req,uirements:, for 
either Pacific or the IECs. 

"Further conSideration of the interim .bil,ling 
and collection services, for lECs adopted, ,fo,r 
Pacific,inclu(i'ing an assessment o,r the ris.ks 
incurred 'by Pacific by its purchase of A.'I'.&'I':'s 

, . 
"'; 
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accounts receivable, in view of AT&T's 
distribution of unsolicited credit card3; the 
revenues its contract. with AT&T has produced 
for Pacific; and the lawfulne'ss of the 
termination of service provision .. " 

3. Conclusion of Law.S is modified to· read: 

" 

"If an lEe fails to provide adequate usage . 
reports for its o~erations re~uiring access 
services from Pacific" Pacific may bill all' 
such usage as intrastat.e usage. Ber.ore suc,h' 
billing occurs, Pacific should apprise tb-e'IEC 
of the :l,nadequacy of its reports and bOot'll 
parties 'should attempt in good. fai ~h /t'<>resol v e.' 
the problem. .An lEC may seek Comm~sioD 
resolut:t~on of anirreconc1lable ,O'iiflict 'wi th .. 

:::::::i::e:t a::: u:~s o:o:::2S t:r r:::~1ng. ... < 

"Pacific should be permi t~ef to: aud·i t . IECtoll '.: 
'billing records under exA:.reme Circumstances, 
and to require the lEC:l to, maintain· such . " 
records in a conveniel'tly audi table form. . 
Before undertaking ap audit, Pacific shall 
specify to the lEC JilhY an audit is . required." 
In cases of irrecopcilable conflict between an 
lEe and Pacific q,.oncern1ng the nece.ss1ty 0,1', an audit, the IEZY seek C¢mmission re$olut1on.~ 

5. • :::i;::e:::~% :: ~:u:;e:St:d:::u:: ::a::c. ... 
in wr1 ting ~;t . proprietary informat'ion "'ill .be 
kept. co;:o.f~ent1al 'in the qourse of' the. aud1 ting 
pro~.ess ~d thereaft·er .. ",< 

6.. Concluso(/on 'Of' Law' 21: is modified to read: 

ffpacifJ.s billing and collection' services' . 
shouJ,d be reexamined in the furthe%,",acces~ 
char,se phase of this proceed-ing,; in the 
.lnterim, Pacific should be permitted> to deny 
local service for nonpayment of lEe charges, 
but no,t im connection with the' ext.ension oti ts 
billing services to new types of services .• " 

" , . 
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7. New Orde~ing Paragraph SA is added ,to reac1: 

"Pac1fic·'.~hOuld be. prepared' to submit as . ., .. 
evidence>in the further access charge, phase,. of ,.' 
this prol!eeding a status report detailing how /.r 
the rep<>!'ting requirements listec1 at page 56/'of 
D.83-~2'-024 are working, with special att:ention 
to problems identified by either- Pac1fVor'the 
IEes."-', /-. 

8. New ord.e~!.ng Paragraph 10A is adcLecr to read. :".<1 
, '.. /' 

"Pacific should be prepared to,l"Submi t as 
evidence~in the further pha~ of our access 
charge proceeding a progr¥s report. concerning 
its billing and collecti01'l services which are 

. availa'bl:e,to the lEes t,h'rough contract. 
Pacific' shall present /figures on how much 
revenue it has rec:7VeQ through the contracts 
it has made to dato/1 as well as an analysis of 
the risks it has ~ncurred' by purchas,ing AT&T's 
accounts receiva~e, in view of AT&T's 
unsol1c1 t,e'd c11~t'r1bution of credit cards. The 
Commissio'n star f, Pac1·f1c, and TURN should. 'be 
prepared to sflom1t written legal arguments on 
the lawfulness of the Comciss1on's .' 
authorizat~n of the termination of service 
provision! Any other interested party may 
brief thifs issue as well." ' 

IT IS IR~BER ORDERED. that. rehe~ring, . reconsideration, 
and. modification of D.83-12-024, except as provid.ec1 herein~ are: 
hereby denied, ' 

.. Th~ order, is effective today. " ' 
Dtted APR 1 S 1984 , at Sain FranCiSCO, California ~ 

"LEONAF.D M. C7.!MES. J·R. 
. ?resident 

: VICTOR CP.:LVO. , .. ' .; 
': FSISCILL;~ ,0. CEZW 

'. DON:.u.:" VIAL,,' .. ' . 
. WILLIA..'''!:· T.-.. <SA.GLEY 
: . '. ,Comm1Cs1o;c.O,rs 
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