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Deoision 84 12 040 DEC '19 1984: -----
BEFORE THE PUBLIC UTILITIES COMMISSION, elF THE STATE, O~ ~ALIFORNIA 

In the Matter or the Ap~l1oat1on of ) 
THE PACIFIC TELEPHONE AND TELEGRAPH ) 
COMPANY, a corporation, tor autbority ) 
to increase certain intrastate rates ) 
and charges ap?l1eable t~ telephone ) 
service rurnished within the State ) 
of California. ) 

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

And Related Matters. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

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

Ap~lication 83-01-22 
(Filec1 January 11,1983) 

.",':." 

OIl, 8:3:"04-02, , 
,(Filed Apr11., ~O; .. ,1983).' 

J., , 

" APJ)11eat:ton i 83~O&.:-65; 
" (F1led~ 'J~e: ,30,;1983"), 
" \,: ,,~" 1<' . .'" 'J.' J ,J' ;" , 

(I&S).Ca.se" 83--",1-01 " 
(Filed 'November 22,'; 198-3:) 

; Applfcation~ 84"'06-0~' 
(Filed,Jun~ 1.9, 1984) 

DECISION MODIFYING DECISION 84~06-11' 

This decision grants the relier requested in tW() petitions . 
for mod1:t"1cat1on of Decision CD.) 84-06-111,. issued June 13, 1984, in 
tbis proceeding. D.84-06-111 authorized substantial revisions in the 
rates and tariffs of Pacific Bell (Pacific) and AT&T Communications 
California, Inc. (AT&T-C), the two principal heirs to-tbe c&liforn1a 
operations of the original ap?licant in this proceeding, The Pacific 
Telephone and Telegrapb Company en&!). .Among the authorized 
reviSions were (1) tbe withdrawal of interLA!A'Telpak Service, which 
had been provided by AT&T-C, and (2) the restructuring of rates for 
AT.T-C'~ interLATA private line services, along with increase~ in 
many or the private line rate elements. AT&T-C was given until' 
January 1, 1985, to implement both tbeserevisions.' 

.' 
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Telpak Service 
On October 25, 1984, a petition tor-modlt"1cat1on ot 

D.84-06-111 was. tiled on bebalf ot" Zone 14 . .Motor Carr1erTelpak 
Committee, California Trucking Association, D1 Salvo Trucking 
Company, Kings County Truck Lines, Lodi Truck Service, Smiser Freight 
Service, Smith Transportation Company, and Wallace Transport, 
hereinafter ret"erred tocollect1vely, as "Telpak Petitioners." 
Stat1ng that they have been parties to previous Commission orders 
dealing with Telpak services, Telpak Petitioners o~ject to the 
Commission adopting a starr propos.al to authorize withdrawal or 
interLATA Telpak without notice ot the statt proposal having been 
given to such 1nterested parties as themselves. They seek, to have 
D.84-06-111 modit"ied by exclud1ng. the autbori~ation tor- withdrawal' ot 
interLATA Telpak. 

Oll November 20, 1984, Telpak Petitioners amellde'd their 
pet1tion, limiting their request tor modit"icat1on of'D.84-06-1'1 to a 
request tor "extension of the application ot the ~L~AX rates, on 
InterLATA services, as tiled by AT&T Communications, through 
December 3', 1985." They state their belief that this limited relief 
is not opposed by AT&T-C and attach a letter from L. A. North, sales 
manager for AT&T-C, evidencing this fact. No protests or other 
responses to the petition tor modification have been received. 

Other recent actions by this Commission regarding Telpak 
shed light on the situation. By D.83-12-057, issued Decembe,r 20, 

" 

1983, 1n Application CA.) 82-11-03,. we authorized PT&T to re:s.tructure 
l'elpak by an advice letter riling erfective January 1, 1984, the ,date 
of the Bell System divest1ture. D.83-12-0S7 note~ that the Federal 
Communications Commiss.ion (FCC) authorized withdrawal otinterstate 
Telpak 1n May '1981 and that in November 1982 this CommiSSion 
authorized n&T to limit intrastate Telpak to exist1ng customers at 
exi3t1ng service configuration. Telpak Petitioners sought rebearing 
of D.83-12-057" which was granted to a limited extent by D.~-04-103,. 

issued Apr1l 18" 1984. Rehear-ing was held On September 17 at which 
time AT&T-C explained the ~mpending withdrawal of interLATA Telpak 
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and moved tor· its dismissal trom A.82-"-03. In the absence or 
.,-' 

objection, AT&T-e's motion was granted. On November 7 the Commission 
issued' D.84-1'-010 p modifying D.83-12-051. to. permit ·£~lP~ customers 
who had converted to private line rates to. reconvert t~Telpak at 
the1r option. D.8.4-11-010 notes- that prior to hearing, AT&T-C "had 
offered a similar proposal to· its customers. who were Telpakcustomers 
of record on December 31, 1983'." 

The relief sought by Telpak Petitioners is consistent with 
D.8.4-11-010 in allowing a limited extension in the availability of 

;~:.:.:.: . 

Telpak'(3ervices. Neither AT&T-C, stafr, nor any other interested 
party has opposed the relief requested. We find it reasonable ~ 
modify D .• 8.4-06-"" in accordance with Telpak Petitioners' request, 

\\ ': '-. . 

to defer '~:the withdrawal or interLATA Telpak Ser.vice, by ,AT&T .... C until 
January 1, 1986. 
Private Line Serviees 

On November 21,198.4, AT&T-C!iled a petition for 
mod1!'ication or D.84-06-1'1 to alloW' an ind.efinite continuation in 
the deferment of implementing the private line tariff restructuring 
which it had originally proposed in November 1983. U noted 
previously, D.8.4-06-1" allowed AT&T-C to defer until January 1, 
1985, six months after other tarifr changes were t~ take effect, the 
effectiveness· of authorized.tariff changes for private line 
services. In its petition AT&T-C urges a continuation of this 
deferral, mak1ng clear that it seeks deferral of changes 1n·private 
line rate levels as well as rate structure. 

AT&T-C is coneerne,.d that developments in the area of' aece:s~ 
charges have created uncertainty as to wbetber the approved private 
line structure and rates are appropriate. A!&T-C urges tbat: 

" ••• no new private line changes should be made 
pending conclusions reaehed on related aece3s' 
charge matters currently pending before the 
Commission. This would effectively leave private 
line structure and rates at tbe same point as 
tbeyare now and as ,they were at the time of 
divestiture on Jantlary 1, 1984." 
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AT&T-C believes that the proJ)osed deferral nIl serve, the, best 
interes~s of its customers by assuring continued rau: ~tabi11ty and 

. ' .. ,., 

avoiding the possibility of multiple rate changes.' 
A!&!-C explains that when it filed 1ts private line tar1" 

proposals, 1t expected arelat1vely stable "access environment." 
However, events of the ~ast year in the "federal arenaw and 
"provisioning problems" \r1thin California now lead ,AT&l'-C to. seek 
continued stability of rates and rate structure. Al'&l'-C wants to 

await ,stabilization of access charge tariff structure.s before 
revising its private line tariffs. 

Al'&l'-C points. out that D.84-06-1" adopted A'I'&'I'-C's own. 
proposal for restructuring 1t.s private line rates to correlate with 
Pacific's special access charges, which apply to exchange access for 
interLAl'A private line services. A'I'&l'-C now expects Paei .. :r1c's 
special access tariff to change in the near future. 

In recent hearings in the further access charges phase of 
this proceeding, Pacific witne.ss Oliver testified that Pacific has 
not proposed any changes in its rate structure or rate levels tor 
special access pending issuance of, an FCC order addre.ssing proposed 
interstate special access tariffs. The FCC issued such an order in 
CC Docket No. 83'-'145 on November 9, '984, fi~ding the' special access. 
rate structures and rates proposed by Pacific and other exchange 
carriers unreasonable and unsupported. The FCC directed the carriers 
to file revised tariff's eontorming to the order by December 3p 
includ1ng provision for special access rate transition plans. 

Accordingly, AT&!-C believes Pacific will revise1ts 
intrastate .special access tarirfs, but only after reti11ng interstate 
tariffs as prescribed by the FCC. AT&T-C wants itspr1vate line 
rates to recover the assoe1ate~ special access charges it.must pay, 

, . 
and .so wishes to defer changes in private line ratesunt11 this 
Commission has finally determined the related access charges .• 
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" 

Stating that its primary concern i~ to· avoid customer 
conrusion an4 rate instability, AT&T-C points ~ the pro~lema alrea4y 

. .,' '. ' '., 

encountered since divestiture in the provisioning otprivate line 
services. AT&T-C states that "the inclustry" is only now beginning to 

. . 
meet normal commitment dates, and that the provisioningproeess 
remains ~rag1le. 

Al'&'!-C seeks authority ~or "the inde!'1nite continuation of 
existing private line tar1~rs pending, at least, the stabilization o~' 
PaCific Bell's special access tariff." A!&T-C states that no party 
to this proceeding will be harmed by the requested continuation. To 
do otherwise, AT&T-C contends, would subject customers to arbitrary 
rate treatment. 

The concerns AT&T-C expresses about its private line rates 
and rate structure apply as well to its foreign exehange(FEX) 
service. Effective July 30, 1984, AT&l'-C included its tari~~ 
provisions governing FEX service in S'B3.2.13,ot its private line 
t:aritfs. It is reasonable, therefore,' to interpret AT&l':'C'''s petition 
as applying to its FEX service as well'as to those services 
traditionally classirie4 as private line. 

No protests or other responses to AT&T-e's petition for 
modification have been received. 

The continued deferment or change3 in interLAl'A private 
line rates and rate structure which AT&T-C seeks is reasonable in . 
view or the problems AT&T-C has been experiencing in providing 
private line service and the uncertain outlook tor special access 
charges. The restructuring or.interLATA private line rates 
authorized by D.84-o6-111 was justi~ied by the underlying access 
charge structure then in place. With changes in special access 
Charges likely in the not distant future, 1 t 1s reasonable to: d'efer 
implementing a new private line rate atructur~e. 

AT&l'-C wishes to defer changes in pir1vate l1ne rates as 
well as rate structure. We note that the combination ot private line 
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calculated. t~ increase AT&T-C's annual revenues ,by $50." million. In' 
or4er'-tc> assure that, as AT&T-C states, no party wili 'be" ha~ed by 
the requested. continuation, it will be nece.ssary ~or us to impute the 
$5.1 million in additional private line revenue in calculating AT&T-C 
revenues in our pending review or- AT&T-C revenue reQu1re~ent. ' To 40 
othe~.1se would require AX&T-C's swit.ched'service customers to- bear 
the burden of the relief which AT&T-C seek3 to provide-its private 
line subscribers •. 

We shall grant the relief AT&T-C requests, authorizing 
continued det'erment of the implementation of private line tariff 
changes authorized by D.84-06-111, to remain in effect· pending our 
~urther decision. This relief will be conditioned upon imputing for 
purposes of revenue requirement calculations the $5-.1m1llion in 
add.itional annual revenue expected to have been generate~ by the . 
authorized private line tariff changes • 
Findings of Fact 

,. Telpak Petitioners request deferral until January 1, 1986 
of the withdrawal of interLATA Telpak Service authorized by 
D.8.4-06-11'. 

2. There is no opposition to Telpak Petitioners' request. 
3. It is reasonable to modify D.84-06-111 to- det"er the 

withdrawal of intertATA Telpak Service. 
~. AT&T~C requests authority to continue indefinitely the 

det'erral in implementing the changes in interLATA private line r~te$ 
and rate structure approved by D.84-06-'11. 

5. Tar1~~ provisions governing AT&T-e's FEX service are 
included in its private line tariffs. 

6. There is no opposition to AT&T-C's request. 
7. Continued de~erral or changes in Al'&T-C private'Hne rau$ 

and rate structure will help to avoid customer con'fusion and,rate
instability • 
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8. ~ont1nued deterralor changes in AT&T-C pri~ate line 
(incluc11ng rEX) rates and rate structure is reasonable .1n view or.~tbe 
problems AT&T-C bas been having in providing private ·'iine service anc1 
tbe uncertain outlook !'or special access ~harges. 

9. In order to assure that no party will be harme~ by granting . . . 
the relief AT&T-C requests, it will be necessary to impute the $5.1 
million in ac1c1itional private line revenue wbich the authori%ec1 but . . 
c1eferrec1 rate cbanges woulc1 have generatec1. 
Conclusions o!' Law 

1. D.84-06-," shoulc1 be moditiec1 to deter tbe w1tbc1rawal' or 
interLATA ~elpak Serviee. 

2. D.8Jt-06-'" sboul<! be mod1fiec1 to authori%e AT&T-C to: defer 
inc1efin1tely tbe ebanges in interLATA private line rates a:ld rate 
strueture approved by tbat deeision. 

3. Tbe $5.' million in a<!ditional.annual revenue which 
D.84-06-'" calculated to result from the approved changes in AT&T-C 
private line rates and rate structures should be imputed to- AT&T-C 
for purposes of revenue requirement ealculations. 

ORDER -----
IT IS ORDERED that D.84-06-11' is modified as follows: 

,. AT&T Communications of California, Inc.' (AT&T-C) Rate 
Design Finding of· Faet 5 is modified to read as tollows, with 
additional text underlined: 

"5. Because alternatives are available t~ large 
volume private line users which offer cost 
savings to the carrier as well as the 
customer, it is reasonable to withdraw Telpak 
Service effective January 11 1986." . 

2. AT&T-C Rate Design Findings or Fact 27 and 28 are added as 
follows: 

"27. In view of the uncertain outlook for special 
access charges, it is r-easonable to authorize 
AT&T-C to defer indefinitely the ehanges in 
private line rates and rate structure 
authorized in tbis decisio'l1 • 
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"28. Whether or not AT&T-C·chooses to defer the. 
authorized changes in private line rates. and 
rate structure, it is reasonable t~ impute to 
Al'&T-C for purposes. of calculating revenue 
requirement the $5.1 million 'inaddit1onal· 
annual revenues which these authorized 
changes would generate." 

3. Conclusion of Law 12 is added as follows: 
"12. Where Al'&l'-C has requested autbority to defer 

implementation of previously authorized . 
changes in rates and rate structure which 
would generat.e add1t.1onal revenue, the 
anticipated revenue should be imputed for 
purposes of revenue requirement 
calculations." 

4. The second sentence of Ordering Paragraph 2 is modified ~ 
read as follows, with additional text underlined: 

, 

"The effective date of the revised tariff sheets 
shall be five days after the date of filing, 
except that Al'&l'-C is authorized t~ defer the 
effective date for revised tariff sheets applying 
specifically to private line services and foreign 
exchange services indefinitel~, and to l'elpak 
Service until January 1r 1956." 
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IT IS FURTHER ORDERED that thepet1t1oD3 tor modification 
or Telpak Pet1t1oner3 an<1,A'!&T-C are grantecf as set tor.th above; in 

8.J.i. other respects y D.84-06-111 remains in full force and ettect.. 

, ' . . 
Ihi3 order i3, effective today. 

Date <1 DEC f 9 1984 y at San FranCisco,. california. 
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DONALD VI~.·' . 
Pres.ident . 

VIC~ORCALVO: .. 
PRISCILLA.' C.,': GREW 
WILLIAM .'. T.,i,BAGLE":C', 
FREDER:lCKR~'DUDA> . 

. Commissioners', .... 
. , ' 


