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In the Matter of the Applioation of 
Paoifio Bell, a oorporation, for 
authority to inorease certain intra
state rates and oharges applicable 
to telephone ser..rioes furnished 
within the State of California, 
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Application 85-01-034 
(Filed January 2'2, 1985·:
amended June 17, 19850 and 
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-----------------), r 

And Related Matters. 
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) " 

I.85-03-:078:, " 
C:r'iled· ,Maroh ,2 O~ '19S:S} 

" OII 8:4 ' " 
(Filed Deoelnber,2; 'l980) 

, , I..' .. ." ~ , . 

C'.'86"';11-02a: ' ) 
) (Filed Novelnber 'l7,. 1986) 
) 

------------------------------------) 
ORDER MODIFYING PECISION S7-1Q-Q75 

aNP PENYING REHtbRING 

Paoifio Bell has filed 'an applioation for rehearing of 
Deoision (D.) 87-10-075, in which the Commission, at Paoifio 
Bell's request, delayed the filing date fOr Pacific, Sell's 1988 
attrition advice letter until January 30, 1988, and also made 
Pacific Bell's rates subject to refundbeqinning January l, 1988 
to acoount for any adjustments associated with, the Comnission's 
1988 attrition review. The'oivt;ion of Ratepayer AdVocates (ORA) 
has filed a response in opposition,to Pacific Bell's application. 
The DRA opposes Paoifio Bellon the merits and also arques that 
Paoific Bell'S application was untilnely. We turn first to the 
ORA's contention that Paoifio Bell"s fil;.ng was;- Untilne'ly. 

The DRA points out that pUblieUtilities .Code §1731(~) 
~ . . 

provides for the filinq of an applioation for,rehearinq of a' 
deoision Within 30 days after ,the date when' the'.Commission mails 
the·decision. The DRA. therefo:r:e ,~o~tend~,that~paeiiie. Bell's 
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• mi:meo at 11.) However,. to ensure, that the c1elayPacitic- Bell 
requested would not harm its' ratepayers" it was ,essential that we 
make'Pacific Bell's rates subject to refund, beqinningJanuary 1, 

• 

.' 

19S8. .' ~ 

I~ any event, there are several reasons' why the sUbject 
to refund provision of the Decision does not violate the rule 
against retroactive ratemakinq .• 

The Commission may properly subject a utility's rates to: 
refund to account for adj~stlnents. to be made,pursuant to, a 
methodoloqy, or formulas, adopted before the date the utility's 
rates become subject to refund.. A:ny ratemaking,is prospective 
because the tormulas are in place· before the utility"s rates 
become subject to. refund. The california SUpreme Court has 
approved the use of adjustment clauses and noted the importance 
of the time when the Commission adopts the methodology, as 
compared with the relative unimportance of the time .otits 
application. ~ ~ty of Los Angeles v, PuR;1ic Utiliti~s 
Commission, 15 cal. 3d 680, 695-703 (1975);: Southern' califQtnia 
Edison Co. v. public Utilities 'Commi~siQD, 20 Cal~ 3d 813, 823, 
S28-30 (197.8) (SoCal E~USQD.). 

The Commission does not engage in unlaWful retroactive 
ratemaJdng when it first makes a utility"s rates subject' to 
refund tor a specified purpose (beginning on a future date) and 
thereafter calculates the amount to be. adjusted starting from the 
date the utility'S rates became subject to refund~ ~ SQuthern 
~alitornia Ga~o, V, Eublic Util1ties Commission~ 2~ Cal. ~ 
470,487 (1979). 

The rule against retroactive ratemaking applies only to 
the promulgation of general rates. The Commission does not 
engage in such general ratemaking when it applies adjustment 
formulas an~ therefore the rule against retroactiVe ratemaking 
does not limit the commission when it orders adjustments pursuant 
to· such formulas. ~ S9cal Edison~ 20 Cal. 3d at S16-17~ 828-
30. ~ ~ California l'la~aeturers M;sociation v. PUbli; 

r;'tilU,;i.e.s. COmmission, 24 cal. 3d 2'51, 26-~ (1979). 
In SUln', we have C2re!ully considered allot the issues 

and arq\ll!\ents raised in Pacific Bell'''s.application·:·forrehearing 
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Decision -----------------

In the Matter of the Application of 
Pacific Bell, a corporation, for 
authority to increase certain intra
state rates and charges applicable 
to telephone services furnished 
within the State of California 

) 
) 
) 
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And Related Matters. ) 
) 
), 
) 

----------------------------~-------

) 
) 

Application 85-01-034 
(Filed January 22~ 1985~ 
amended June 17 ~ 198$ and 

.May 19, 1986.) 

I.SS-03-07S'
(Filed,Mareh20,. 19S5) 

" :_, OIf·8:4· 
(File:d'~eCember 2/ 198:0) 

.. . 

,C'.'86-11-0·2S' , 
. ,(Filed. November '17, 1986) ., . , 

QBDER MQPIIXING DECIS!ON'87-19-97S 
ANp DE~NG REHEARING 

Pacific Bell has filed an application for· rehearing o·f 
Decision (0.) 87-10-075, in which the Comm.ission, at Pacific 
Bell's request, ae1ayed the tiling date for PaciticBell"s 1988· 
attrition advice l'ctter until January 30, 1988:, -and also, macle 
Pacific Bell's rates subject to refund beginning January 1,. 196:8 
to account for any adjustments associated with the Commission's 

,~ , 

1988' attrition review. 'the Oivl.sion of Ratep,ayer Advocates (ORA.) 

has filed a response in opposition to Pacific Bell's application. 
The ORA opposes Pacific Bellon the merits and. also argues that 
Pacific Bell's application was untimely. We tUtn first to, the 
ORA's'contention that Pacific Bell"s fil;nq wa.sl.lntilnely. 

The ORA points out th,,:t PUblic,Utilities .Code· §173l(b) 
provides for the tiling of an application for rehearing of a 
oeeision within:30 days after ,the date when. the'CoInll}.ission mails 

• the decision. TheORA. therefor~ contendS;".that:J?acific Bell's 
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application :must))e rejected because it. was: tiled. onHonda:y~ 
November 30,1987, 31 days after the Decision was mailed. 
However, Code of Civil Procedure §§lZ, 12a, and 12band Rule 44.2 
of the Commission's Rules of Practice,and Procedure extend the 
period'for filing ,a pleading when ,the last day tor tiling is a 
Sunday. Since Sunday" November 29" ,1987 was the 30th day after 
the Deeision was mailed, PacBell's application :for rehearing was. 
ti~ely when tiled the next day. 

Pacific Bell's application for rehearinq contends that 
the subject to refund provision otD.87-10-075 (the Decision) 
violates the rule against retroactiveratemaking. However, after. 
careful consideration, we conclude that the Decision properly 
made Pacific Bell's rates subject to refund beginning January 1, 
1988 to account for any adjustments associated with the 
Commission's 1988 attrition review and ordered Pacific Bell to 

..... 

. .. 

." 

file a 1988. attrition year advice letter on or before January 30, .' 
. 198.8 using the formulas. referenced in'the Decision. 

Pacific Bell's application,convenl.ently. ignores the fact, 
that the subject to refund provision ,about which it now complains 
became essential because the filing, date for Pacific Bell's 1988 
attrition advice letter was delayed at Pacific Bell's request. 
When we issued D.8~-12'-099 (the Decem.ber Decision), we, 
contemplated, that Pacific Bell, would, file for 1988 attrition on 
or before October 1,1987, (regardless-of whether 1988 attrition 
would'inerease 0):' a.eerease'its rates)" so thattheCoxn:mission 
could complete its review of Pacit'ic' Be'll's filing before January ,,,. , 

1,. 198.8 and implement the new rates on that date... C~Ord.ering 

Para~Jl~aph 3 of D .. 85"':03-04.2-, requiriri9 Pacific Sell to lIIalee future 
attritiont~lin9's not later ,than.' OC,tober 1.) However,.' in its , 
petition for modifieationot the December Decision, Pacific Bell 
asleeQ the C:01lllnission to- delay its 19S5attrition,tiling date past 
Oetober first beeause'issues pending ,before theComm.iss,ion 
remained unresolvea. In our' Decision ~e":,q);anted Pacific Bell's 
request'tor a delay, to allOW, Pacific Bell to- include in its. 
attrition. t'iling the results of 'certain specified Co:m:mission 
proceedings, and orderea Pacific Bell, ,to file its ,198-8 attrition 
advice letter on or before January 30, 19S5.. (~D.87-10-075, 
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mimeo at ll.) However,. to ensure that the ClelayPaci!ic.Bell 
requested would not harm its ratepayers"it was essential that we 
make Pacific Bell's rates subject t<> re!und'beqi:rln!ng-January 1, 
1988. 

In any event, there are several reasons why the subject 
to re!uno. provision of the Decision does not violate the rule 
against retroactive ratemakinq .. 

The Commission may properly subject a utility'.s rates to 
refund to account for adjustments to be mao.e,pursuant t<> a . . 
methodology, or formulas, adopted before the date the utility'S 

, , 

rates ~ecome subject to refuno.. Axly ratemaking :is prospective 
~ecause the formulas are in placebe!ore the utilityrs rates 
become subject to refuno.~ The California Supreme Court has 
approved the use of adjustment clauses and noted the importance 
of the time when the Commission adopts the methoo.ology, as 
compared with the relative unimportance of the time of its 
application. ~ (j.ty of LQs Angeles v. Public Utilities 
commission, l5- Cal. 3d 680, 695-703,(l975-):: SQutherp California 
Edison Co. v. PuplieUtilities 'CommissioD,. 20 Cal~ 3d 8l3, 823, 
828-30 (l978) (Socal Edison) ." 

The Commission does not, enqaqc in unlawful retroactive 
ratemakinq when it first makes a utility~s rates, subject to 
refund for a specified purpose , (beginning on a future date) and 
therea,fter calculates the amount to be adjusted starting' from the 
o.ate the utility'S rates becal!1e subject to; refund. ~'Southern 

California Gas'CoI v, Public Utilities CommiSsion, 2~ Cal. 3d 
470,487 (1979). 

The rule against retroactive ratemakinq applies only to' 
the promulgation of qeneral rates. The,Commission does not 
engage in such general, ratemaking.when it applies adjustment 
formulas and therefore the rule against retroactive ratemaking 
does not limit the Commission when it orders adjustments pursuant 
to such formulas. ~ SOCal Edison,. 20 Cal. 3d at 8l6-17, 828-
30. ~ ~ Calitotpia Manutacturers AssQciatfon v, PUblic 
Utilities CQmmissi@,. 24 cal,. 30. 25.l, 26~ (1979). 

In SUl!\,. we have carefullyconsidereda'il'of'the issues 
. ~ . . . . 

and arqmnents raised in paci:fieBell"sapl)licati,on'tor rehearing 

3' -
. ,'\ 



,.. .• ~S-'Ol-O:;~, ct. al .. 

and the DRA's opposition and are o~ the op'inion that SU~fic:i:ent • 
g'rouncls. for. granting' rehearing' hav:e not been shown. We are, 
however, of the view that the Decision should· be modified. in . 
several. respects. 

Therefore, g'ood cause appearing, 
1'1' IS ORDERED that D.S7-~O-075· is: modified as follows: 

1. The last sentence in the sec.ond full paragraph on page 9 
is modified to read: 

Given current conditions in the 
teleCOMmunications industry', Pacific Bell's 
present rates will become unreasonable in 
198:8: unless: 'they are reviewed 'J!or 
operational and financial attrition pursuant 
to our adopted methodology; and adjusted if 
application of that methodology sllows that 
rate adjustments are in order. 

2. The following language is,added at the end of the first 
partial paragraph on'page l4: 

We adopted this attrition,methodology 
in our prior decisions preCisely so that it 
could be used in succeeding years to· review 
the reasonableness of Pacific Bell's rates in 
the years between test years and so' that we 
could order any rate adjustments, Which, by 
application of the attrition methodology, 
appear warranted. Our adopted attrition 
methodolo~ was promulgated in proceedings in 
which Pac~fic Bell w~s a party and the few 
specific changes we now allow are changes 
coming' out of other proceedings in whicn 
Pacific Bell is also a 'party. 

3. Finding of Fact No. 10 is lnocli!iecl to read.: 

Pacific Bell's Petition does not contain 
facts SUfficient to- justify relief from the 
requirement that a 198:8: attrition ,year 
tiling be made, since most of the 
uncertainties it cites will be resolved by 
year-end 1987; however, it appears feasible 
to grant Pacitic Bell's Petition. to the 
extent of allowing' a delay in the tiling', in 
order to avoid und.ue complexity in 
calculating updates to arrive at·a 1988: 
attrition year revenue requirement.. This 
delay will result inPacitic Bell beinq able 
to include add.itional material'. in. its 1988: 

. - 4 -
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attrition filinqr as it requested in its . 
Petition. 

4. Findinq of Fact No. 15 is modified to read:. 

Paeifie Bell's present rates'will become 
unreasonable in 198.8 unless: . they are 
reviewed for operational and finaneial 
attrition pursuant to our adopted' 
methodoloqy; and adjusted if application of 
that methodoloqy shows that rate adjustments 
are in order. ' 

IT IS· FURTHER ORDERED .that reh.earinq of D •. 87-10-075.as· 
modified herein is denied,. 

This order is effective today_' , 
Dated· Jl~"28: 1988· .' ,. at San Franeiseo,' California • 

, .. ', 
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DO~: \l1.'\L . ,. .,' 
FREDERICK R. Dt,~A ' 
.C.MrICHEll/WILK 
JOHN',B:OHA!'-.1AX ..... 

, . Commissi~1'l('rs" ' 

.' . 
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Decision wLl1u~Ud\jIJj6" 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STAXE OE CALIFORNIA 

In the Matt~r of the Application ot 
Pacific Bell, a corporation, for 
authority to increase certain intra
state rates and charges applicable 
to telephone services fUrnishea 
wi thin the State of california 

And Related Matters •. 

tion 85-01-034 
January 22, 1985; 

d June 17, 1985 and 
May 19, 1986) 

I. 8'5-03--07 S' 
(Filed 'March 20, 19S5), 

OII'~4': , 
(Filed December 2,. 1~80) 

C~'a6-11'-02S: 
(Filed Nov~xnber 17, 1~S6) 

Pacific Bell has iled an application tor rehearing of 
Decision (0.) 87-10-075, n which the commission, at Pacific 

e·filing date for Pacific Bell's 1988 
attrition advice lette until· January 30, 1988., and also :made 
Pacific Bell's rates. ubj.eet to refund beginning January 1, 1988' 
to'account tor any justments associated with the Commission's 
198'8 attrition rev eWe The. Division ·of Ratepayer Advocates (ORA) 
has tiled a res se in opposition to Pacific Bell's application. 
The ORA opposes acitic Bellon the merits and"'also argues that 
Pacific Bell's application was untimelyw We turn first to the 

, I .~ 

ORA.'s contcn on that Pacific Bell's ,tiling. was. Untimely. 
Th ORA points out that Public Utilities Code §1731 (b-) 

provides f r the filing of an application for rehearing o,f a 
ithin 30 days after the.'date when the' commission mails. 

The ORA there~ore:eontends"tha:t 'Pacific' Bell~'s' , 

.' 
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application lnust be rejected because it was filed on Monday, 
November 30, 1987, 31 days after the Decision was mailed .. 
However, Code of Civil Procedure §§,1.2, 12a, and 12b and 
of the Commission's Rules of Practice and Procedure 
poriod for filinq a pleadinq when the last day for f' inq is a 
SUnday_ Since Sunday, Noveinber 29, 1987 was the 30 day after 
the Decision was mailed", PacBell's application fo 
timely when filed the next day_ 

Pacific Bell's application for rehea ng contends that 
the subject to. refund provision of 0'.87-10-0 5 (the Oecision) 
violates the rule against aking. However, after 
careful consideration, we conclude that e Oecision properly 
made Pacific Bell's rates subject to reund beginninq January 1,. 
1988- to account for any adjustments a 
commission's 1988 attrition review a d ordered Pacific Bell to 
file a 19S5 attrition year,advice tter on or before January 30, 
1988 using the formulas reference in the Decision. 

Pacific Bell's applica on conveniently ignores the fact 
that the subject to refund pro sion about which it now complains 
became essential because the" iling date for Pacific Bell's 1988 
attrition advice letter was elayed at pacific Bell's request. 
When we issued 0.86-12-099 (the Oecember Decision), we 
contemplated that Pacific 11 would file for 1988 attrition on 
or before October 1, 198 (regardless of whether 1988 attrition 
would inerease or decr se its rates), so that the Commission 
could complete its re iew of Pacific Bell's filing before January 
1, 1988 and ilnPlemei. the new rates ,on that date. (~Ordering 
Paraqraph 3 of O~SS 03-042', ,requiring", Pacific Bell to make future 
attrition f~lings ot later,than Oetober 1 .. ) However, in its 
petition for mod'fieation of the December Decision, Pacific Bell 

, . , 

asked the Commi sion to delay its 1988 attrition filing date past 
October first ecause issues pending 'before the ComIniss~on 
rem.ained unr solved. In our Decision we ~anted pacific Bell's 
request for a delay, to allow Pacific Bell to ,include in its, 
attrition iling the results, of eer:tain'specified Commission 
proceed in s, and ordered' PacifiC'Bellto, file its 1985'attrition 

, " . 
advice 1 tter on or before January 30, 19S8. (~0.87-10-075, 

.. 
- 2 -
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application must be rejected because it was tiled o,n Monday,. 
NOVeMer 30, 1987, 3-1 days after the Decision was :mailed. 
However, Cocle of civil Procedure §-§.12, 12a, and 12b· and 44.2 

of the Commission" s Rules of Practice and Procedure e 
period for filing a pleading when the last day for iling is a 
sunday. Since Sunday, November' 29, 1987 was the Oth day after 
the Decision was mailed, PacBell's application' or rehearing was 
timely when tiled the next day. 

Pacific Bell's applieation for"re contends that 
the subject to refund provision of 0.87- -07$ (the DeCision) 
violates the rule against retroactive' tell\aking~ However, atter 
'caretul consideration, we conclude tb t the';, Decision, properly 
made Pacific Bell's rates subject t refundbcginninq January 1,. 
198a to account for any adjustmen: associated with the ' 
Commission's 1988 attrition rev' w .and ordered· PaCific Bell to
file a 198a attrition year adv'ce letter on or betore Janu~ri 30, 
1988 using the formulas rete nced, intJle Decision .. 

Pacific Bell's apI=! ication conveniently ignores the fact 
that the subject to refun prOVision about which.,. it now complains 
became essential becaus the filing. date for Pacitic Bell's 1988 
attrition advice lette was delayed at Pacific Bell's request. 
When we issued 0.86- -'099 (the Oeeeraber Decisio~), we 
contelnplated that P cific Bell would' tile tor 1988 attrition on . . 

,. 1988: (regardless of Whether 1988 attrition 
would increase 0 decrease its rates), . sO' that' the·,CorDmission. 
could complete . s roview of Pacific Bell's tiling before January 

elnent the new rates on that date. (~Ordering 

Paragraph 3 0 O.S-S-03-042, requiring Pacific Bell to· make future 
attrition fi ings not later .than Oeto):)er' 1 .. ) However,. in its 

modifieation ot the Deeember Decision, Pacific Boll 
asked the ommission to delay its J.9S8:attrition filing date past 
October first because issues pending befoX'e the COlnlnission' 
remained dnresolved.· In our Oecisionwe grantecl Pacific Bell's 
request f6r a delay, to allow PaeificBellto include in its 
attrition filing the results of eertainspecified Commission 
proceedings, and ordered pacifiCBellto..file" its 1988 attrition 
advice letter on·' or before January 3'0', ... 19SS·. C~ D.S7....;io-07S,,.. 

-','2' - . 
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mimeo at 11.) However, to ensure that the delay Pacific Bell 
requested would not harm. its ratepayers~' it was e,ssent.i,-I'that we 
make Pacific Bell's rates subject to refund beginning anuary 1, 
1988. 

In any event, there are several 
to. refund provision o.f the Decision does 
against retroactive ratemaking. 

The Commission may properly subj ect . 

subject, 
the rule 

refund to account for adj ~stmentsto be made' ursuant to. a' 
methodo.logy, or formulas, adopted before date the utility'S 
rates become subject to. refund. Any rat 
because the. formulas are in place befor 
bccomc'sUbject to. refund., The Califo a Supreme Court has 
approved the use o.f adjustment clause and ,noted the importance 
o.f the time when the commission ado s themethodo.logy,. as 
compared with the relative unimpo ance o.f the time of its 
application. ~ ~~~ .. ~~~~~~~~~~~~ .. ~~ 

engage in unlawtul retroactive 
ratemaking when it first esa utility'S rates' subject to. 
refund for a specified pu pose (beginning on a fUture, date) and 
thereafter calculates 
date the utility'S 

amount t~ be adjusted starting from the 

became subject to, refund. ~ R9uthe~ 
~"b.)Gt..AA.o..u.....)Q~...:lI:.lI"-!-..;!-!'-f.ii.~~.;)(..~ ...... -.:;;r.IIil.....:~~~~aA' 23 Cal. 3d: 

retroactive rate:making applies only to-
the promuJ.gation general rates. The Commission does not 
engage in such 9 neral ratemaking when it applies adjustment 
formulas and th refore the rule against retroactive ratemaking 
does not lim.i the Commission when it orders adjustments. pursuant 
to such form as. ~,SoG,a,l Edis211, 20 cal. 3d at' 816-17., 828.-
'30 _ ' calit:2;cnia Manutaetu:z::srs Ass2«iation v. publ.ic 

Utili:tks ~'~Ll.!,olo,!Io~oX.AA' 24 cal., 3d 251,. 261 (1979). 

and 
,.,,,In SUl'a.~ we have earefully considered all 'of the issues 

=7ent$ raised in Pacific Ben's apl'~ication fO~ rehearinq 

- 3, -
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and the DIU.'s opposition and are of the ,opinion that suricient 
grounds for granting rehear,ing haven0't been shown. Ware,. 
however, of the: view that the Decision should be' :mod' ied in' . 
several respect$. 

Theretore,. good cause appearing,. 
I'l"'IS ORDERED that 0 .• 87-10-075 is. modi cd as follows: 

1.. The last sentence in the second full: aragraph on page 9 ., 

is :moditieli to read: 

Given current conditions' in the _ 
telecommunications industry, Pac fic Bell's 
present rates will become unrea onable in 
1988 unless: they are reviewe for 
operational and financial att ition pursuant 
to our adopted methodology': d adjusted if 
a.pplication. of that methodo gy shows that 
rate adjustments are in or 

2. The following language 
partial paragraph on page 14: 

of the first 

3. 

We adopted this attri 
in our prior decision precisely so that it 
could be used in suc eeding years to. review 
the reasonableness Pacific Bell"s rates in 
the years between styears and s~ that we 
could order any ra e adjustments,. which, by 
application o.f thd attrition :methodology, 
appear warranted./ Our adopted: attrition 
:me~odolo~.was r;ro:mulgated in proceedings in 
which Pael.f~e Bdil-was a party and the few 
specific changeS we now allow are changes 
coIning out of other proceedings- in Which 
Pacific Bell 1s also a 'party.. . 

Finding of ict No. 10 is lIloc1.itied to . x-ead: 

Paeific Be~ 's Petition does not contain 
facts sUf*cient t~ justifY relief from the 
req\1irement that a 1985 attrition year 
filing ~:made, since most o.f the 
uncertainties it cites will be'resolve~ by 
year-en~ 198.7; however, it appears feasible 
to. grant Pacific Bell's Petition to the 
extent/o.f allowing a ~elay in the filing, in 
o.rder~o avo.id unaue complexity in 
calcu!ating updates. to..arrive at a 198-8 
attr,,-,tion year revenue requirement. This 
delay will result·in Paeific Bellbeinq al:>le 
to jC1Ude aclditionallU~terial in its 198$ 

- 4. - .. 
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attrition.filing, as it requested .in its ./t 
Petition. '. . 

Finding of Fact No. lS is modified to rea~ 

Pacific Bell's present rates will becomel' 
unreasonable in 1988 unless: they ayr 
reviewed for operational and finaneia 
attrition pursuant to our adopted 
methodology; and adjusted if applic~ion of' 
that methodology' shows that rate j' ustments 
are in order. . 

IT IS FURTHER ORDERED that rehe in9 of 0.87-10-075 as 
modified herein is denied. 

This order is 'effective 
Dated .fAN 2'81988 California • 

- s. -


