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De:~~:: T::-::~:: U:::::s l;~:';::ION Or THE slJ~. ' 
Application of General Telephone ) 
Company of California, a corpora- ) 
tion, !or authority to increase ) 
certain intrastate rates and ) 
charges for telephone 'services. ) 

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

And Related Matters. ) 
) 
) 

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

A~plication 83-01:"02 
(Filed July 1, 1983) 

OIl 83-08-02 
(Filed . August' ~"ge3) 

Case 82-'10''':08; , 
(FiledOetober 28:, 1982) . ,. ' 

(See Deci:5ions 83-12-067 and 84-01-108 tor appearances.) 

OPINION MODIFYING -DECISION 84-07-108 

Summary of Decision 
, By application !or rehearing Gener,al Telephone Company of 

- -

California (General) asks us to modify our· reeeot decision-, on its 
1984 revenue requirement, and. to 'inerease it~- telephone rates to, 
generate another $16 millon'in annual revenue. The point:!r-ais~d by 
General primarily relate to whether the rates we adopted' in .. Deci310n 
(D.) 84-07-108 la.st July· will generate the- gross revenue we 
estimated. We conclude that General's assertion~ may be meritot"ious 

-. ' 

with resp-eet to $15. 718 ~illion in annual revenue; howev.er in, the. 
absence of !ormal hearings~ we will~ake no rate adjustment, at this 
time. Instead we will allow.General. to establish a tr-aeki'ng account, 
to accrue these revenues-until General'~ new 
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att~ition rates becomeerfective. In the attrition proceeding 
itself, we will requi~e 'General to make a presentation suppo:-tive 0.£ 

. " 

its modification, request:. Based on the outcome of these hearings we 
will orde~ appropriate adjustments to the tracking account, and 
ultimately to General'z rates, to coincide" with the attrition rate 
change. . ~ 

The resultof':one of General's eontentions, that it will 
realize lesS: revenue from the settlement l>t"'o¢ess with Pac,ific ~ll 
(PacBell) then estimated., means that PacBell's rates should be , 
reduced by $1.131 million annually, assumi!lg, General is,coz:-rect. 
PacBell is ordered to establish a tracking account similar,t~ the one 
ordered for General p so that an al>prop:"'iate ra.te reduction can be 

, . .. .. " 

implemented pending the outcome of the at.tr1t1on hearings. 
Other contentions raised by General and the.Telephone 

Answering Services of california ('rASe) which allege legalerro~ in 
our July ~ecision are not: addressee in ~oday's "opinion. They will be 
addressed ina separate opinion • 
3ackground 

, On" .July 18 p 1934 we "issued a Third, Interim Opinion in these 
consolidated proceedings which, among other things., established' 
General's test year 1984 revenue requirement. , An application ,tor 
rehearing was filed by General on August 17, 1984.TASC also filed 
an' application for rehearing on August 17-, and: American Telephone and 

Telegraph Communications of California (AT&T-C) filed a, pe,t1 tion ,for 
modification. .. " 

Certain points rai:;ed 'by G,eneral do 'not allege legal error; 
rather General alleges. mathematical andpoliey'err0r"s .. ,To<1aY's. 
op'in1on addresses, only the following of General's contentions· (with 
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the renaining several issues to be addressed later in an order 
addressing allegations of legal error); 

1. General will realize $6.056 million less in 
zone usage ~easurement (ZUM) settlement 
revenue thaL estimated in D .. $4-07-108; 

2. General will realize $. ;79 million less than 
we esti~ted fro: revised rates related to 
private line se~ices; 

;. General's revised move and change charges 
will generate $;.426 ~illion less than 
esti::ated; 

4. The adopted test year level of intraLATA toll 
revenue vas calculated incorrectly, and 
overstates by $,.785 million the estimated 
level of revenue General can realize. 

5. Clarification of whether the adopted criteria 
for i~posing any surcharge necessary because 
of attrition year revenue requirement 
increases ~eans the surcharge would be 
applied to toll calls provided by interLATA 
carriers (now AT&T-C) but billed for by 
General; whether the billing surcharge will 
apply to General's access charges assessed on 
interLATA carriers; and, whether ~he 
·surchar ge 's oil11 ng base criteria should be 
::odified to codor:: to that for Pac:Bell's 
su:-char ge • 

6. Whethe:- General's i::plementation of our order 
on establishing tariffed sales prices for 
Single and multiline ter:inal equipment is in 
con!ormance with our inten~ in D.84-07-10e. 

General's application for rehearing also al~eged that the 
$595,000 generated by ~he increased line extension charges was 
incorrectly considered as revenue, whereas it should be considered as 
contributions to o!~set telephone plant in service. Subsequently, 
General vithdr~- this allegation, having determined that line 
extension charges collected from individuals are booked as revenue. 
Settlement Reve~e ~!tects From D.84-06-111 

Our D.84-07-108 (pages 123 and 182, mimeo.) a.ssumed General 
vould realize esti:ated additional revenues o~ $77.1 million 

• resulting ~rom increasing eertain s~atewide rates in the PacEell 
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proceedings. A portion o! the overall $77.1 million relates to 
revenue General will realize from increases in ZUM rates thraugn the 
ZO'M revenue settlement process with 1>ac:8ell.. Although rates ~or' all 
three ZUM calling zones were raised in our D .. 84-06-111 on l>a.c:Bell, 
a.nd we assUl:led General would realize an additional $14 .. 5 million from 
the increases, General pOints out that ZUM Zone 1 billings are not 
subject to the ZUM settlement ~roeess. The result is that by 
assuming that the total ZUM billing increase is subject to ZUM 
settlements, we overestimated settlement revenue that would flow to 
General by $6.0;6 million. ot course, it Genetal is correct it means 
that we incorrectly set PacBell's rates recently by assuming Pac!ell 
would realize $6.056 ~111on less revenue from revised ZUM rates than 
it will realize.. While General's rates are $6 million too low, 
PacBell's are too high by the corresponding amount. 

Our Evaluation ~d Compliance DiVision statf has 
investigated and recalculated the estimated 1984 flow ot. ZUM revenues 
stemming :from the increases aU"thorized in the Pac:Bell pro'ceedings, 
D.84-06-111. It concludes that General is correct, and that General 
will realize $6.056 million less than we estimated,. while PacBell 
will realize $6.0;6 million more. Our staff informs Us that Pac3ell 
agrees with staff's recalculation o! the estimated ZUM revenue 
Pac:Bell will realize in 1984. 
Revenues From Private Line Services 

D .• 84-07-10S estima.ted that the increased private line ra"tes 
(General's Schedule G) would increase revenues by $2.31:; million. 
The revenues were overstated by $.~79 million, according to- General, 
because our staff relied on outdated workpapers submitted early in 
t~e proceeding by General, and which were subsequently updated and 
superseded by Exhibit 118. Our stat:!" has investigated GeneraJ. '$ 

contention, and it reports that we overstated the revenues &.:Cd 

billings from adopted rates, but by only $55,000. 
Revenues Fro~ Service Connection -
Move and Change Charges 

• General believes the· increased rates tor its Schedule A-41 
will generate $3.426 million less than estimated, because staf~ used 
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a $25 charge for the central office work charge relating to 
residential customers whereas we adopted a $20 charge. The $5 
difference times the estimated 785?OOC annual occurrences when the 
charge will· be assessed equals the $:;.426 million shortfall. Staff 

has investigated and concludes that General is correct. 
Estimated Tes~ Year In~raLATA Toll Revenue 

General con~ends we used aD "inappropriate method" for 
computing adopted test year intraLATA toll revenue? resulting in 
adopted test year revenues at present rates being overstated by S5.7 
million. 

With the assistance of our Evaluation and Com?liance 
Division? we have investigated General's assertion. The method used 
to derive test year intraLATA toll revenue is correct? and we used 
the inputs submitted by General in its Exhibi~ 12J~ page 2. How~ver? 

further review by our stat! ~covered that General's input data in 

• 
Exhibit 12:; was incorrect: General based its estimate 0"£ intraLATA 
toll revenue on the predivestiture state income tax rate of PacBell, 
instead o~ applying the post divestiture 1984 tax rate. The result 
of USing the co~rect inputs is that General's estimated intraLATA 
toll revenues :ror 1984 were indeed overstated in D.S4-07-108 by 
S5?90o,OOO. Instead of S539,232?OOO? General will realize estimated 
test year intraLATA toll revenue of SS33,326?OOO. Since the error in 
question was caused by a de:rect in General's own Exhibit 12:;~ there 
is some question whether we should allow a correction at this late 
date. Obviously General has the burden of proving its ~irmative 
ease. There mar be a poin~ beyond which it is impermissible to 
entertain remedial changes nec.essitated by General fa :failure to 
correct its own Exhibits prior to submission of the ease. This is 
primarilY a legal issue which should be addressed in the hearings 
which review General's proposed modifications. 
SummarY of Amounts Subject to TraCking 
Accoun~ t-lecnaLl.sm 

Following is our development of the additional revenues 
.Wh.iCh will be accorded tracking account treatment and which may be 
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placed into rates, (assuming they are ~ully justi~iedin hearings) at 
the time General's 1985 attrition rates become effective: 

S6,056,000 (settlement revenue ~low) 
55,000 (private line services) 

3,426,000 (service connection charges) 
5.906,000 (overstatement of 1ntraLATA toll revenue) 

Total $15,443,000 
General has requested retroactive recover,y of the revenue 

shortfall baCk to the "effective date of D.84-07-108" (although the 
revised rates went into e:t:'fect abou.t· 20 days a!ter that).. We will 
not allow the retroactive recovery that General requests. 
Retroactive revenue recovery is legally only permissible it a 
balancing account has been established, and even then recovery can 
only go back to the date such an account was authorized and 
established. Therefore General will be allowed to'be~n accruing 
revenues in ~he tracking account t~om the effective date of this 
decision forward, and will in no ev'ent accrue amounts attributable to·, 
the revenue shortfall for the interval between the effective dates of 
D .. 84-07-108 and tod~'s decision. 
Settlement E~ects 

In order to develop the revised revenues for both PacBell and 
General it is necessary to consider the cross-flows of settlement 
reevenues which will result from such revised rates. The combined ;' 
effects of the revisions in PacBell's and General's adopted revenu.es 
are as follows: 

Revenue Et'fects 
General 

$15.443 million' 
.275 million -

$15.718 million 
Pac:Bell 

$6.056 million 
1 .. 675 million 

$1,-731 million 
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Establis~ent o~ the Tracking Account 
Resolution of the issues raised by'General in its 

modification request necessarily requires a delicate balancing of the 
interests of the utility and its ratepayers. As re~~ators we strive 
to be both tair and precise in developing the teet year revenue 
requirement in our rate decisions. I~ legitimate calculation or 
mathematical errors have been made in our deciSions, ,fairness and 
evenhanded re~latory poli~ require that they be corrected. 
Nonetheless it is disconcerting to make corrections which in this 
case work totally in General's tavor~ without requiring the 
proponent(s) of the corrections to withstand cross-examination so 
that all parties to the proceeding can be satisfied that basic due 
process concerns are addressed. 

Our decision to require that General's request be subjected 
to cross-examination is not intended to single out ~eneral. Xhe 
problem presented in this case is neither new nor sin~larly 
confined; in this case, however, the problem is exacerbated by the 
ma~itude of the claimed caleulation errors. It is crucial, in 
fairness to all parties, that any utility claiming calculation errors 
be- prepared to de:f'end its claims under cross-examination. At minimum 
this requires inclusion in its Application tor Rehearing and/or 
M~ification of verified statements (in :f'ormat akin to prepared 
testimo~) of the witnesses propounding correction of the 
Commission'S decision. In certain cases these statements will be 
s~ficient to assure that fairness is served, in o,ther cases it may 
be more appropriate for the Commission to require brief hearings 
based on the statements submitted. ~his is necessarily a case-by~ 
case determnation. In this case where hearings will begin very 
shortly in General's attrition phase, we will require that General 
support its $15.718 million claim by making an affirmative showing 
which tully describes General's internal review process relative to 
D.S4-07-108, including a listing of ~ errors found during this 

• 
process which impacted General's revenue requirement in either 
direction. After the hearings we may adjust ~he $15.718 
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• mil110nfigure for errors yorking in, ratepayers' favor. Hoyever we 
will entertain no upward adjustment to the $15.,718 million figure, 
under the assumption that Gen.eral's modification request is a, result 
of' itstborough reviey of those corrections needed to. make it yhole. 

• 

• 

In the meantime we will' allow General to: establish a tracking 
account to accrue only those revenues associated with the $15.718 
figure discussed in this decision, until General'.s new,attri.tion 
rates become effective. This accrual shall,.oe done'through a monthly 
prorate of ,the $15.118 annual amount. In the attrition ',proceeding 
itself, ye w~ll require General to make the affirmative showing, 
discussed above" of entitlement to these revenues. Based : on the 
outcome of these hearings, ,we will order app~Ql>..riate'adjustments' to 
the, trac~ng account; the amounts which General's showing,supports, 
plus interest Will then be added to its rates, to co1nc1deW1th the 
attrition rate change. This one time adjustment,w11l,make General 
whole wi thin the strictures of the ban on retroa,cti ve 'ratecaking' an<1 
will also provide 'General's ratepayers with a measu~e of rate 
stab11i,ty: ,by shielding them from the seriatim rate' increases -that 

would otherw1seresult~' .. , 
Impaet on· PacBell , , 

The result. of one o~ General's'contentions, that is will 
:-ealize less revenue 'from the settlement process' with PacB'ell than' 
estimated, means ~hat PacBell's rates should be reduced by '$1.731 
million annually, assuming General is' correct. We will orderPacBell 
to establish an acc'ou!lt to track th1samount so- that a corresponding 
adjustment can be made to PacBell': rates- to coincide with'the 
outcome of PacBell's attrition hearings. This accural sbatl be done 
through a monthly prorate of the $7.,731 million 'annual amount. 
General's and A!&T-C's Reque~ted 
Clarification and Modification of the 
Adopted Surcharge Rate Design to Spread 
1985 and 1986 Attrition Revenue Requirement 

General asks that we clarify our adopted cr!teriafor 
adjusting rates in theeven.t or·revenue increases. resulting ,from 

, ... 
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attrition allowance t'ilin~ for 1985 and 1986. A~ed-C also requests 
clarifica.tion. ~he lallgtlS.ge in D .. 84-07-10S which alarms both General 
and AT&T-C is:" , 

"When, at a:ny tiI:l~~~:' the CUl:1Ula.ti ve revenue 
increase exceeds S50 million, the total 
cumulative surch~rge revenue requirement shall be 
rcspread 3l:.d the new surcha.rge applied equally or. 
all (emphasis in original} intrastate services 
[emphasis added] on a bill-a.x:d-keep Das~s. Eill
and-keep means thesureharge on toll calls 
[emphasis added] will be retained by General and 
not submitted for revenue diVision with other 
utilities." 
:Both General and AT&T-C think it would be um"a1r and 

unlawful for the surcharge'to apply to toll calls handled by AT&T-C 
but billed ~or by General. It was not our intent to have a surcharge 
apply to interLAtA calls, and we have already addressed this 
conceptual point last December in connection with General in 

• D .8:;-12-067 • The surcharge will only apply to General 's intra.LAT~ 
message toll calls. 

Another pOint raised by AT&T-C is that the surcharge on 
"all intrastate services" should not apply to General's access 
charges for inter~ATA carriers, such as AT&T-C. It contends that 
"the Commission has clearly indicated that an exchange company's 
aecess charges constitute a unique area to be considered on an ' 

, -
independent basis." Access charges are, as AT&T-C pOints out, being 
addressed in a separate proeeeding, and accordingly A~&:T-C contends 
"It would be both irrational and a violation ofAT&~-C's rights to 
due process of lawp to directly impact General's access rates in the 
attrition rate design •••• " Since there are So many issues 
outstanding with respect to access charges p primarily because 
devising the charges is an ongoing p!'oeess now in its infancy p we 
will not impose any attrition-related sureharges on General's access 
charges t~ interLA1k carriers. 

The last point on the surcharge rate design is General's 

• 
request that the billing base, or services subject to the surcharge, 
be made the same as that ~or PacBell's present surcharge in its 
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Schedule 36-~, Rule 33. Pac~ell's surcharge is 11mi~ed to· certain 
recurring rates, whereas General's surcharge would apply to recurring 
ra~es, nonrecurring charges, and local usage (excluding ZUM). 
General believes it 1s 1cproper to impose its surcharge on ra~es and 
charges which are ttusage based, cO:l.petitive (e.g. CPE) or priced in 
excess of direct costs. tt Rather than modit.1 the billing base ~or 
General's eventual surcharge our inclination at this juncture is to 
modify PaCBell's so it conforms to the surcharge adopted ~or 
General. We Yill review whether to change Pac:Bell's surcharge 
billing base in the upcoming hearings on PacBell's attrition 
allowance ~ech~ism. Our view is that billing surcharges are 
undesirable because of the customer con.~sion they cause, but if 
there must be rate changes between general rate decisions it is 
preferable to spread the impact as broadly as possible. We will not 
modify the surcharge billing base as requested by General. 
General's Establishment of Sales Prices 
For Certain ~bedded Terminal Equipment 

Ey General's letter of August 14, 1984 it requests 
ratification of certain tariff provisions which it tiled in 
compli~ce wi~h D.84-07-10S, related to establishing sales prices for 
embedded customer premise equipment CCPE). In repricing single line 
CPE, 'USing the net book value criteria we adopted in D.$4-07-108, 
General found the tariffed sales price for a few single lin~ CPE 
items would increase. General proposes to reduce prices only where 
tha't is the result o~ applying our adopted criteria, and. not to 
increase any single line CPE prices. This solu'tion ·is certainly 
within the spirit of our order. We had not contemplated:increasing 
any tariffed single line CPE sales prices due ~o the use.of a more 
current net book value factor. 

Our D.84-07-108 directed General to otter alternative 
prices on what are 'termed state of: the art P:BXs: (1) the price as 
ealculated solely f'rom the two-tier contracts (for customers under 
such contracts); or (2) the tariffed sales price deri·ved ~rom 
following the'adopted. pricing criteria for other multiline CPl:. 
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Gener~l po1nt~ out that for these PBX systems (G'l'D-120', Focus" and 
Rolm) the individual net book va'lues are known, because ·most· were 
placed under in.<Uvidual contracts. 'Instead of using average net .book 
value for this class of multiline CPE, Gen.eral .. proposes us1ngthe 
current actual net book value by system, and. developing a .. price quote 
upon request. 'the customer with an in-place PBX'would seleet, from 
the sales prieesresul ting from the two pricing f.ormulas.' The , 
tran~aetion, warranty, and administration cost ,component adopted for 
determining the sales price of multiline CPE only apply t~ the 
noncontract price calculated under our criteria. 

General's propo~ed approaches for applying our criteria for 
both single line and state of the art electro~1c,PBXs are reasonable, 
and the rates and the'tari!"f prOvisions which result are reasonable. 
Findings of Fact 

i. General will realize $6,056,000 less in'annual revenue from 
ZUMrate:s:,wh1ch are subject' to settlement with PaeBell, .th.an 
estimated..in D.84-07-108;'likewise, PacBell will correspondingly 
realize $6,056,000 more revenue from,the rece:ltly inerea3ed ZtrM rates 
than we estimated in setting its rates for 1984 in D.S4'::'06-1" a,nd 
D.84-07-10S. 

2. Estimat.ed. intraLATA toll revenues,reeeived. by General 
through the divi:sion o~ :revenue process with other.utilities, were 
overstated in D.~4-01-:-108·,(page 45) by $5-,906,000. 

3. D.S4-07-10e oVerstated by $55,000 revenue which will be 
generated by revised rat,es for pt'i.vate line set'vices .. 

4~ D .. S4-01-10S 'overstated by,$3,426-pOOO' revenue which .will be· 
generated by General'.s "Move and Cbange" charge. 

5. General,will be allowed to demonstrate. that its rates 
should be adjusted. to generate an additional $15,718,000' in annual 
revenue during its upcoming attrition hearings. 

6. We will allow General .to establish a tracking ac<:ount, to 
accrue revenues plus interest at the legal rate inaeeorda~ce with 
the discussion in this decision until new'attrition.rates;beeome 
effective. 
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7. Basea on t.he outcome of' hearing~,we will oraer. appropriate 
a<1ju~tment~ to General's tracking account., ana, ultimately to 
General's rates, to coincide with the attrition rate ,change. 

8. We will require PacBell to establish a t.rackirigaccount 
relative to the revenues referred to in Finding of Fact No.1, so 
that an appropriate rate red.uction can be implemented pen<11ng t.he 
outcome of PacBell's at.trition hearings. 
Conclusions of Law 

1. The modifications to D.S4-01-10e requested'by General 
should- be the subj,ect of :further evidentiary hearings, prior to 

implementatioll of appropriate rate changes.-. 
_.2. Tbe tracking account mechanisms di:tCllssed io "this opinion' 

(subject to the rule against retroactive ratemaking} are justified 
and'reasonable methods of protecting the1ntere~ts of General and its 
ratepayers. , ,_ 

3. . General's proposaJ:s discussed' in' this op'i'n1on relating to 
its sales program tor CPE are rea~onable. 

IT IS-ORDERED that: 
1. General Telephone CompC!-ny of Ca11t'orn1a (General) is 

authorizea to 'establish a mechanism to track the revenues, aSSOCiated 
with the $15.718 million adjustment, the subject or this
opinion,efrect1ve' toaay, ana pending further order of this Commission 
following hearings in this matter. 

2. Paeific Bell is ordered to estao11sh a meehanism t~ track 
, • " I 

the $7,131,000 adjustmen"t" the subject of this. opinion, errect1ve 
C • ' ',. • \ 

today, and pending rurther order of'th1s Commission folloWing 
hearings'in this matter. 

. ~'\ . 

, .. ,,,. .... 

12 
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,. A:erican Telephone and Telegraph Co~1cat1ons o~ 
Calitornia's petition for modifieation is ~anted: General's 
increased a~r!tion reve~e require:ent in connection vith attrition 
years 1985 and 1986 rill not be spread bY' a. surcharge on either 
1n~erL~ toll calls or access charges paid by interLA~ carriers. 

This order is e!!ecti ve today. 
OCT 17 1984 Da."ted _________ " at San Franeisco.", Cal1!ornia. 

I..will file a written dissent. 
PRISCII.LA. C~' GIUW 

Coaaisa1oner . 

I will file .. written C01'learr'ence. 

WII.LIAM T. BAGLE! 
Commissioner 
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· . 

PRISCILLA C. GREW', Commissioner, Dissenting in part: 

I sapport ~'e ~jority's decision excePt for it= tr~~trnent of the 
.Jll~ed er:'ors.. One o! the c.llculiltion ~rrors alleged by Generill in 
D. 84-07-108 ~c ~ trile~ to Ceneral~s U~ of an incorrect t~ rate 
in Exhibit 123 of it's origiMl showing in this ca~. General asserts 
that this error result~ in overst~~ement of its intrDLATA toll revenues 
by $$,906,000. 

Since the error in question WilS CiluSed by il defect in Ccne~ill·s 
own EXhibit 123, : oppose allowing il correction at this late diltC.' All 
of the other errors illlcged by Genetill arc :nistakes in calculating the .. 
revenue il'I'Ij>Clcts of the t<ltes .... e .::Ioopted for Polc:i.fic ilnd ~ne:al in 
::>. 84-06-11'"nd D. 84-07-108: they are calculiltion errors in the Com,:" 
mission's decision itself. In contrast, the ~rror in Genetill's esti~te 
of intraLA':'A toll revenue is .:l defect in the utility'S own showing 
prior to submission 01: the C.;lse and closing of the rc,::ord. Genet"l has 
thc .burden of provin9 its a.ffirm.ltivec.)sc, .,nd Md i):O opportunity to 
corr~~ this error prior to ,the clOSing of the :ecord. 

Priscill.l c. Gr~w, COmmissioner 

October 17, 1984 
San Franciseo,. California 
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! ',:o.:J.c. et:-i%e ~~e !'ollow:'::g lar:gJ;~ cz :. ~ appe3J'S or: po.ge 5 of the 

opir:ior. ~op-:ee. ~oCay: 

"Sir.c~ ~hQ error i~ qucs~io~ ~~ ~~c ~ a defect ir. 
Gener-.;l 's ClJ/'D Ex..~ bi -: 123. -:here iz some q.ues-:ior:. whethe:- we 
s..":IC\Ud allow a co:"rectior. at this late c..'lte. Obviou.sly 
GeneI"'".:U hz3 ':he blrder. of proving its affirl':3.ti ve esse. 
The:-e m;r 00 c. :poir.-: wJor:d which i~ is i::per:niszible -:0 
e: .... ~e:-..a:in re:::eCial cr.a."'lges necessi~ted by Ger.e!'al 'e fai::"u.r0 
to cO:"rect its ~~ ~~ibi'te prior to sub:ission o! the 
C?Se. ~r.is is pti:na:-ilya leg;J. issue whic..~ sholle. be 
addressee. in the heC!"1:.es 'w"hic."l. -:ev:..I?'" Ge::e:,,31's· p:"opoeed 
:odii'icatior.s. " 

A..7 suc..'-l c.!.S:ir.ctior: betweer. this s1.Aoject e:":"o:: 3r.d t.~e others would 
'\ 

be bo.3ed r.ot upon a 10e;,ca1 or c3.tego:icr:Jl difference Ol.l:t ir..$~o.d ","!>On en· "I 
~t you." app:"oocil 'to re~"tior.. '!his con:missior. chOi.U.c. al~s resiZ: :l!". :r 
c~~t you. or "I gotcba" attit'l.4c.e. 0>;.:: obli&-tion is 'to eS""..ablish 8. f2.i: 3.."'l.c. 

:"easorJable re~~. 3.! defi::i-:io:., OU!" original decisior. in this :a~er did 

just t!':!.t. If, i= f.s.c-:, tne:-e -."ere m-ith.:etical errors :::::I.de ir.. some o! the 
co~~e~~ o! ~he decieior.. i~ :a~r$ :.ot who mlde t.~e error. 

lsI 

~: 
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Decision S4 10 OSG ocr 171984 

EEFORE T,[E. PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of General Telephone ) 
CompaDY of California, a corpora- ) 
tioD, ~or authority to increase 
certain intrastate rates and ) 
charges ~or telephone services. ~ 

And Related Matters. 

App11eation~83-07-02 
(Filed Ju;, .. ,. 1 ,. 1983) 

OIl 83-08-02' . 
iled. Augt;tSt 3, , 983) 

Case 82-10-08-
(Filed October 28, 1982') 

(See Decisio~s 83-12-067 .d 84-07-108~or ap~arances.) 

• 

OPINION MODI ... NG DECISION 84-Q7-1 08 

Suc:ary of Decision '" 
By application~or rehearing General Telephone Company of 

California (General) ~ us ~o,modi~y our recent decision on its, 
1984 revenue require:e'nt, and to increase its telephone rates to 
generate' another S1o/m1ll0n in annual revenue. The points raised by 
General primarily 7late to whether the rates we adopted in Decision 
(D.) 84-07-108 last July will generate the gross revenue w,e 
estimated. We cdriclude that General's assertions may be meritorious 
with respect t~S15.718 million in annua: revenue; however in the 
absence of fO~l hearings, we wili make no rate adjustment at this 

/ 
time. Instead we will allow General to es"tablish a tracking account , 
to accrue these revenues u:"til JaDuar.1 1,1985 when GeneralYs· new 

• 
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attritioX'l rates become etfective. In the attrition proceeding 
itself., we 'Will require Genera.l to make a presentation supportive o'! 
its modification request. Based on the ou~come of these hearings we 
will order appropriate adjustments to the tracking account. and 
ultimately' to General's rates, to coiX'lcide with the a.ttrit.ion rate 
change. ./' ... 

" The result ot one 0'£ General's conte?tio:c.s~ thati'!; rill 
realize less revenue from the settlement process with Pacific Bell 

,~ 
(Pa.c3ell) then estimated, means that PacB~~'s rates should be 
reduced by ~ .. 73 't million annually, asSUJiing General is cor:ect .. 
PacBell 5..s ordered to establish a tracllIng account Similar to the o:ce . "':" ~, 

ordered ~or General, so that ~ appropriate ra.te reduction can be 
t! 

implement.~d on January 't, 1985, pel1C.ing the outcome ot the attrition 
hearings.,' I 

Other contentions ra;;ed by General and the Telephone 
Answering "Services of Ca1ifo~:iia (TASC) which allege legal error in 
our July deCision are not ad~ressed in tod~'s opinion. They will be 
addr~ssed:in a. sel'arate opinion. 
:sacki!,S'EOur..d' . / 

~ , 

'On J'lJJ.y is, 1c984 we issued a Third Interim OpinioD lX'l these 
consolidated proeeed?'gs which. among other things, established 
Gener3.l '3 test year jt984 revenue requ1rel:lent. An application for 
reh(le~~!n5 wa.s filet by GeX'leral on August 17. 1984. TASC also filed ' 

: ','" '",' i 
~ ap.p·l~:e'a:tio~ '!etr reheariX'lg on Augu,s"t 17, and American Telephone and 

,,' "\' ( 

Teleg,raphCo:n:tUnications of Cali'!ornia (AT&T-C) t'iled a. petition t'or ,: 
modiiication_/' , 

, C~n pOiX'l'ts raised by General do not alleg: legaJ.error; 
ra.ther General alleges mathematical and poliq errors. 'Toda.~"'s 

opinion addresses only the f'ollowing ot',General's conteX'ltions (with 

- 2 -
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millien ~i~Te ~er eTTers wO'Tking in ratepayera 9 ~aver. RO'wever we 
will entertain nO' upward adjustment to' the $15.718 milliO'n tigu.re, 
under the assU!lptien that GeneraJ. 's mO'di~icatiO'n request is a result 
O'f its thO'reuga review O'f these cO'rrectiO'ns needed to' make it whO'le. 

In the meantime we will allew Gene Tal to' establish atTacking 
aecO'unt to' aecrue O'nly thO'se revenues assO'ciated with the $15.718 
figu.re discussed in this decisiO'n, until Ja:a.ua.-y 1 ,1985, when 

. /I"" 

General's new attritiO'n rates becO'me eff'ective./This accrual shall 
be dO'ne thTO'Ugh a mO'nthly prO'rate ef the $1 5)'.,;(S:~ual amO'unt. In 
the a.ttTi tiO'n prO'ceeding itself, we will r~uire General to' make the 
affirmative shO'wing, discussed abeve, O'~ntitlement to' these 
revenues. Ba.sed O'n the O'utcO'me O'f' t~e hearings, we will order 
apprepriate adjustments to' the tTa~ng acceunt; the amounts which 

/ 
General's shewing supPO'rts plus unterest will then be added to' its 
rates, to' cO'incide with th::et./itiO'n rate change effective Januar,y 
1, 1985. This O'ne time adju ment will ~e General whO'le within the 
strictuTes O'f the ban O'n r rO'active ratemaking ~d will alsO' prO'vide 
General's Tatep~eTs wit a measure ef rate stability by shielding 
them frO'm the seriatim ate increases that wO'uld otherwise result. 
Impact en PacBell 

The result 0' ene O'f General's cO'ntentiO'ns, that is will 
realize less reventy? frem the settlement pTecess with PacBell than 
estimated., means t6.a.t PacBell's rates shO'uld be reduced by $7.73-1 
milliO'n annually I assuming General is cO'rrect. We will order Pac~ll 
to' establish-::~CCO'unt to' track this acO'unt So' that a cO'rresponding 
adjustment c~b~ made to' Padell's rates O'n January 1,. 1985, to' 
ceincide witl the O'utcel:le O'f Pac:Bell's attritien hearings ... This 

I 
accural shall be dO'ne throu~ a mO'nthly prO'rate O'f the $7.731 milliO'n 
8lUlua.1 amO'unt. 
Gen.eral's and AT&T-C'e. Requested 
Clarification. and Modification O'f the 
AdO'pted Surcharge Rate Design to Spread 
1985 and 1986 AttritiO'n Reven.ue Reguireme~t 

General asks that we clari~y our adepted. criteria ~O'r 
adjusting rates in. the event e~ revenue increases resulting t'rO'l:l 

-8-
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General points out that =for these P:SX systems (GTD-120, Focus, and 
Rolm) the individual net book values a:e known, because most were 
placed under individual contracts. Instead o~ using average net book 
value for this class of multiline CPE, General proposes USing the 
current actual net book value by system, and developing a price quote 
upon request. The customer with an in"-place PEX would select.~rom 
the sales prices resulting from the two pricing formulasoor,/The 
'transaction, warranty, and administration cost compo:c,.e-nt'" adopted for 
determining the sales price of multiline ePE Onl~Ply to the 
noncontract price calculated under our c~it~~ 

General's proposed approaches ty applying our criteria for 
both single line and state of the art ~ectronic PEXs are reasonable, 
and 'the rates and the tariff' proV!.siO'%ls which result are reasonable. 
Findings of Fact / . 

1. General will realize ~056,000 less in a.nJ:.ual revenue 1'rom 
• Z'O'M rates, which are subject 'settlement with Pac3ell, than 

estimated in D.$4-07-108; 1 ewise, PaeBell will correspondingly 
realize $6,056,000 more r enue from the recently increased ~ rates 
than we estimated in se ing its rates for 1984 in D.84-0~1'1 1 and 
D.84-07-10S. 

2. Estitlated n~raI,ATA toll revenues, received by General 
through the divisi of revenue process with other,utilities, were 
overstated in D.S4-07-10S (page 45) by $5,906,000. 

3. D.84f:-10S overstated by $55,000 revenue which Will be 
generated by rvised rates '£or priva;te line services. 

4. D-?-07-10S overstated by $:;,426,000 revenue which will be 
generated by Gene~al's "Move and Changeft charge. 

I 
5. ~eneral will be allowed to demonst~ate that its rates 

should ~e adjusted to generate ~ additional $15,718,000 in annual 
revenue/during its upcoming attrition hearings. 

, 

6. We Will allow General to establish a t:-acking accow:t, to 
accrue revenues plus interest at the legal rate in accordance with 

• 
the discussion in this deCision until January 1, 1985 when new 
attrition rates become effective. . 

- 11 -
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7. ksed on the outcOtle of' hea:e1ngs, we will ord.er approp.riate 
adjustments to General's tracking account, and ultimately to' 
General's ra~es, ~o' cO'incide with the a~tr1tion rate change. 

8. We will require PacBell to establish a traCking account 
relative to' the revenues ref'erred to in Finding of' Fac~ No.1, so 
that an appropriate rate reduction can be implemented on ,January 1, 

, "or 
1985, pending the outcome o~ Pac:Bell's attrition hea.M:'ngs. 
Conclusions o'f La.w. ./ 

1. The modif'lcations to D.84-07-'O~equested by General 
should be the subject of further ev1de;,-mry hearings, prior to 
implementatiO'n of appropriate rate cbanges. 

/ 2. The tracking account mecnanisms discussed in ~hi5 opinion 
(subj~ct to the rule againstre~O'active ratemaking) are justified 
and reasO'nable methods 0'1' pr~cting the interests of General and its 
ratep~ers. ~ 

3. General's prO'pO'sals discussed in this opinion relating to' ., 
its sales pregrac fer OPE are reasonable. 

/ 
IT IS ORDERED that: 

1. General ~lePhone Company 0'1' Cali!O'rnia (General) is 
authorized to est£blish a mechanism to traCk the revenues assO'ciated 
with the s15.71sfmi111en adjusttlent, the subject of this 
oPiniOn,e:ff'ect1~e today, and pending f\lrther order O'f this CommiSSion 

I 
following he~ings in this matter. 

j 

2. Pacific Bell is ordered to' es~ablish a mechanis::l to' track 
I 

the S7? ~1,t,OOO adjus'ttlent 'the subject of' this opinion,. effective 
1 

today~ ~d pending further order of' this Commission :following 
; 

hearings in this matter. 
/ 

.. ,,/ 
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