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Item 6 
Agenda 2/24/88 

Decision 8S 02 C4G FES 2,4 1982 Jln~I~((iJnr'n D~' u n i i iCi Ii· ~\ I / ~ \ 
BEFORE 'tHE PUBLIC ll'TILITIES COMMISSION OF 'l'H& ST. dAi±F~ 

In,the'Matter of the Application of ) 
Pacific Bell, a corporation, tor ) 
authority t~ increase certain intra-) 
state rates and charges aPilicable ) 
to, telephone serviees turn shed ) 
within the State of california. ) 

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

And Related Hatters. ) 
) 
) 
) 
) 

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

Applieation 85-01-0)4 
(Filed January 2Z, 1985~ 
amended June 17, 198$ and 

May 19, 198&) 

I. 85-0)-078 
(Filed March 20" 1985) 

. OIl 84 
(Filed. December 2', 1~80J 

case 86-11-028 
(F11ed,November' 17, 198&)' 

OPDfXOH IIODIlXllfG DECXSIOH 87-12=09 

XntrpcIuction 
Sub.equent to ,~. i •• uance ot,. Decision. (0.)' 87-12-067,' , { " 

our SeeonCL XnterimOpinion. on Pacific :Boll'.198~ teat year revenue I: 
requirement (the P~8e" 2.d6elslon)., Pacifie Bell. anc1 the DIvision" 
of Ratepayer Advocat~s', (DRA), filed separate pleadinqs requestinq' '.'. 
certain modifications., This 4eeision resolves'the issue~ r~ised ill I' ...•. 

these separate . requests. 
DBA'S Beq)1ept 

On January 29, 1988', DRA fIled a WRequest for an 
, , 

Extension of Time Purauantto'Rule. '43 1 ., seek1n9' relief ,from certain'," 

directives contained. in Orderinq para9'X'aph 20. of the 
Phase 2 decision requirinqDRA to: select, a consultant in connection <,\ 
with its evaluation>of the .outside plant' utilization' ' , . 
isauewithin 90:daya ot,December .22', .19a7~ (the eftective date ~f' 
the Phase ~deci.ion).'.DRA states that the ~o~y' period we' .' 
,specified in the' Phase' 2· d~cisio~, is . both. insufficient to.' complete:'" 

'.,; 
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the necessary request tor proposal (RFP) process, and unnecessary, 
given the fact that Pacific Bell apparently will not seek removal 
of·the outside plant penalty (which we retained in the Phase 2 
decision) in 'the neAr future. ORA. maintains that the eva.luation 
study should be conducted expeditiously, but only after, Pacific 
Bell files its application seeking removal of the outside plant 
penalty. 

We incUcated in the. Phase ,2' decision that we envisioned 
the penalty removal study,would ,involve two- parts: (1) the initial 
study desiqned to- determine ,whether to. undertake a full-scale 
audit or a statistical audit,. and· (2) the primary audit desi91ledtOo 
ascertain whether Pacific Bell has met 'the 67.6% standard 

, justifying removal, of the outside plant, penalty (J>.S7:"'12-067 ,. 
ilieo-. pp.. 1~9-171). Ordering paraqraph:. 20:requi:ted, ORA,to ,select 
the consultant who- would· perform the initial study w:tthill 90 <1ays, 
and' speci:tiedthatthe primary 'audit. would be' triggered· by the 

filing of Pacific Bell's applicationseekinq,removal of the, $13..8:", 
million underutilization penA1ty~ (0.87-12-067,. mimeo.. pp .. 3,32';'333~') :: 

However, ORA. indicates in, its Request that, it'. intends to ' 
use the same consultant; for both parts of the penalty removalstudyi 
and the separate 9eneric utilization study mandated in. Ordering , 

. - ' ,.' . . 1,'1 

Paragraph ,21 of the Phase 2 elecision. Given the amount ot time'-DRA :: 
believes is. necessary to- complete the RFP prOcess,> and the' fact,' 
that there isne- formal oppoai tion~' to ~RA':s ;req\1ested extension~' we 
will modify OrderiDq,Paraqraph20 to delete the'reference tOo' a, 90·' 
day -time requirement.. In' ita place we 'willsp8cify a time' limit' ot 
December 31, 1988-,: c~nsiatent wi'l':h DRA's assertion that the RFP 
process and 'the, required initial evaluation,.can be completed
-during the coura,_ of 1988:.,· CDRA.,Requeat~p. 1:) 

Papitic Bell'. Mitton forJlocUtication , ' 
on February 1, 1988,' Paci:ficBellfiled a - Petition ~o:r 

Modification of 0' .. 87-12:-067 and, For 'An Extension 'otTilie to- Comply 
, , , ,. ',' . .'. 

With orderinq Paragraph15a. of 'That Decision .. - On February 11~, 
'., , 

.,1' 
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1988, DRA filed its formal reply indicating agreement with the 
majority/of Pacific Bell's request, but expressing opposition to 
one requested change: The use of a different billing base for 
calculating the surcharge adjustment. 

Meanwhile, on FebruaryS., 1988, the Executive Director 
acceded to Pacific Bell's request for a 7-day extension of time to 
comply with Ordering Paragraph l5a, in order to enable us to 
consider the, requested modifications prior t~ the time certain 

advice 'letter filinqs are mandated. und.er Orderinq Paraqraphl5a. 
This extension also applies t.oeac::h·exc::hange car.r:ier'required to 
make an Advice Letter Filing in compliance with Ordering Paragraph 

, ". 
15a. 

1. The ZmI Expansion Issue 
As Pacific notes,. th~' Zum Expansion issue which results'" 

in a $lS.08a million revenue- requirement reduction,. is. properly 
keyed to an expansion 'actually implemented in 'the Saaam~to, san 
Diego,. Los' Angeles, and oranqe County Extended Areas. The Phase 2: , 
decision mistakenly refers to. the ',san Francisco-East Bay Zum" 
EXpansion Proposal submitted i.nthe rate design portion of this 
proceeding. Pacific Bell properly notes: that the 'san Francisco
East Bay Zum Expansion Proposal should not;' be' decided until ali 
rate design issues are. decided" s.ince, that proposal has a r revenue' ":: 
requirement impact that is not accounted; for in the 'Phase Z' 

. .. ' ' 

decision., Therefore it is appropriate to correct the discussion 
section, relevant findings of' fact,. ;'conclusion of law,. and orderinq,; 
paragraph. 

2. corrections to Qxdering·'ParagrAph 151. 

PaeiticBell, DRA, anci:<the COmmission'Ac1visory and ComplianCG:'::";", 

, Division COCO), agree thatorderinq'Paragraph 37 conflicts with' ord~~:':""":'::: 
.,ing Paragraph, l5a's'provisio~' that,~opc;rtion of the intraI.AXA,' SPF::,'tc;.-,;/,'" ': 
sm surcharge adjustment shall, be applied ,to- intraLATA toll~,. and "" ,.' V':,::'::" 
recommend that., order±nq: paragraph,' ~7 ,})&'modlfied;, acc~rdinglY •• ,' , , " ',' 
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!! ~e Ccmmi~zion acio~t~ t~iz mecii!icatien, ~e existing -9.030% 

~i:':ing su=c~~:,ge en in~=a~~ate in~=~tA~A access se~,iccs wi::' 
c~ar.ge to -8.6ll~. ~~e existing -O.l93% su:,c~a=ge en in~:'~:A-~ 
se:""ic~:::. weulc. ~ecome c.izagg:,sqatec. in':o t~e following ~ .... o 

in,:raU~A e:,c!lange se=-/ices,. as shown on Attac!::.:e:::c A. 
Accordingly, we will make ~~e c~ange to Orcle:,ing ?a:,ag=ap~ ~,.;', 
=ela':ee c:~nges to Fincii:gs of Fact l49 a.~e lSO ane ~e ~ee=l~-=g 
disC".lssion (at:ni:neo. pp. 29S-~96) .. 

Si~la=!y, ~ers is consensus ~ong Pacific Bel:', OR~r 
and aCD ~at Ordering paragraphs lSa ane 37 s!:.cule be :noei~iee to', 
proviee ~at ~e su:'::~ar;e aejust:nent shall l:e ad::linistereeon a 

~s ecc~cet. T=.ese e=.anges·· will also :Oe ::naee .. 

.. 
",~, --. 

pacific Bell, OR.,",ane c..\CD also l:lelieve ~a,: Creer:.:;' 
~ ...... -_ ... _t--__ ... ",_ .... 'Ie!:"", ..... , .... - ""e c''''-~'~~e,J''''o ... ..;;ee~·o4f~·c ... "·~'· .... O-6'-"" ... - "'''''e'' _ 'j_~" ._~ ...... ,., .. N , _w. ____ .... ~ WiI'!:" ____ ~ ___ •• '-__ .1 v.w,~ .... ~ 

conversion ste~s for in~raU=~ SPF-to-S:::''O'also involve. a ste? for
direc-: assig:'..:ent of W~Sr consist'ent w:.":!l t:.e testi:ony of DR.';. 

'N'i tnc::: Po;onoe. (Zx.:"ibit ~=4:..) , 'I'~is change ·..,ill :Oe :naco .. . 
.~ ... ~ 

~ee2ssary to ~e ordering Paragraph lSa refere~ces to· wL~t=a~~ 
tcll,* l:y moei~yinq -:!lat rs!'erencs .. to read Kint:'aL.M.!'A toll' 
i~clusive of intra~A toll private line~*.Pacifie Bell believes 
this moei!ication is necessary for. consistent application of t::.e 
s~eharge aej.ustnent by t!le exchange companies.' 

Pacific Bell re~ests tnat or~eringparagrapA 37~e 
:ncdified to state that Pacific 'Bell's orderinq Paragraph l5a.A~vice '. 
Letter Filing shculdbeqinwit!l. the second step of the intr~ 
S?:' to SLU conve.rsion; since Pacific Bell has alreaey ilnple:1ented. 
these steps in compliancewith';'Orderinq Paragraph:>'7 of the 
d.ecision. ·'rhis change will also be made .. 

- 4 -
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Finally, as noted previously, the Executive Director has 
granted a 7-day extension of :time relative to the filinq of Advice 
Le~ters under Ordering Paragraph 15a, to accommodate the changes 
made in this decision. Therefore, the new date for such filings is 
February 29, 1988. 

3.. xodificationa to ordering'· Paragraph U 
(SRi' Building construction costs) 
pacific.,. ORA, and CACD, agree that Orderinq Paragraph 12 

should be modified to· delete reference to the $230' million cap as 
the maximum amount to- be *booked, tc> plant in service' .. ' Pacific 
Bell believes that the restrictive use of tbe term "book to, plant 
in service' in Ordering Paragraph '12' runs. counter to- Federal
Communications' commission (FCC) uniform System'ot Accounts (O'SOA). 
standards, which provide' that theq plant in service account is the 
proper place' tc>book all construct'ion costs that bavenot been 
expressly disallowed· and whiCh relate, to- plant that has been placed .' 
in service. Instead, there 'should>))e an· indication thattbe 
max'j'mum' amount which Pacific·" Bell mayrecoqn.ize . for 1986 test-year 
ratemalcinq purposes tor SRV, builcUng. costs· is $230 million. '!'his' 
proposed modifiCation, wh1chresultsin no additional cos:ts. be1n9 

• .,. J' " 

recognized for ratemakinq. purposea.,'beyond those costs recognized in .. 
the Pha.e 2 deciaion, ia.,appropr1ately"mac1e. . ::' 

... 1986 cuatcmer B:I.lliDq' Due ' , vIm' 1987 Billing;' BaH :'1, ',:~ \ 

The, one requestec1. mc:xU'!1eation which· is disputed bY',DRA , 
is.. Paci:tic Bell's. request· that 'the Phase 2:. decis.ion ~modi·t'ied'to" 
use Pacific Bell' s.19S7 billinq base ,rather than' the 1986. bill~g: :; 
baae used. in the' decision. 'The. Phase 2 dec151onordera Paci:tic 
Bell'a revenues reduced· by $194 .. 5 million, and '1mplementathat· 
reduction by applying, a surcharge ac1justment~ ,However,Paci:tic' : 
Bell maintains that'the 3.29' ac1justmentorderec1 in the c1eci~ion 
actually reduces itS revenue requirement' by: approximately $217 
million. 'l'h1s is. c1ueto- the :tact that· the 3-;'29% adj,ustaent,was. 
arrived at by. dividinq ·~194'.471' millionby'tbe 1986 customer' 

'r" 
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billin~ base rather than the latest available 1987 customer billin~ 

base. It the more current billing base had been used, a 2.94% 
su;eharge adjustment would have been calculated to reduce Pacific 
Bell's revenues by the $194.471" million ordered. 

As noted, DRA. opposes Pacific Bell's request on the 
qrounds that the 1987 customer billing base is not in the record, 
and that any attempt te> insert it in the record would have been 
inappropriate updating beyond'the 1986 test year. According to' 
DRA: 'It is completely loqical that the, numerator and the 
denominator in the formula to derive the sureharqeadjustment 
should reflect the same year--1986:.', If, the 1987 billing base ,were 
te> be used it opens the door to update other aspects 'of the" record, , 
including the long overdue adjustment, to: the inordinately high 15\' 

return on equity.,' (DRA. Reply, p.2'.), 

Pacific Bell acknowledges' ,that the 1987 customer billing 
base was' not formally entered,~into-'tlle' record in this' procee~g; '., 
because the parties. expect(t(:i" that, a rate design decision' would.: be; , 
.' ,.. ,. .. .' 

issued concurrently with the Phase' 2' ,deci&ion,thus:., eliminatingtlle 
need for any interim· billing,' surcharge'. Pacific Bell believes' that , 

",' r • 

in other instances the Commission: has approved, use of the 1987 
billing base to calculate its, surcharge adj:ustment5., :It refers te> ' 
Advice LetterlS32S" tile,din 'compliancCt'withOr,dering Paragraph S, 

of D .. 85-06-115, Advice Letter'lS21SS'(1987 attrition),' and other 
proceedings involving: universal, Liteline-Telephone service 'and" 
proceedings regarding:handic:appe4 , .... ~ices~ 

Howev~r ,,'we be11e~e Pacific'sell'8 arguments about '::scent 
advice lette:y; adjustments obscure the" fact that;, the Phase 2, " ' 
reductions arepremised,on a1986't~.t year, not,1987'or1988 , 
events. It is, tully conai.tent 'with t8st"year ratemald.Dg, , 
principles to-'use ,the 1986 b111iDq base. Ther~fore,' we will',:not 

, , ' 

make the requested modi:tication • 

6-
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Findings of FAct 

1. Due to. the time constraints of the Request F~r, Proposal 
(RFP) process,. and ORA's wish to. use the same consultant' for the 
studies outlined in Orderinq Paraqraphs 2'0 and 2'1 of 0'.8.7-12'-067, 
it is reasonable to. extend the 90-day time period. set forth in 
Ordering Paragraph 20 to. December 31, 1988.. 

2'. The $l5o.0a8. million revenue requirement reduction adopted 
in D.87-~2-0~7 associat~d,with Zum ExpAnSion, relates to~ 
expmlSion already implemented, in the sacramento" san Diego, Los. 
Anqeles,. and Orange. county Areas, rather than" the San FranciscO
East Bay Expansion proposal presented durinq· the Phase 2' rate 
design proceedings~ 

3. orderinq Paraqraph 370t D.87-12-067.shouldbe clarified 
for consistency with Orderinq Paragraph 150, to. provide that the 
portion of the overall billing· surcharqe/sureredit adjustment 
applieal?le to intraLA'rA SPF-to-SW shall not be' applied: to; 
intraLA'rA toll services • 

4. The surcharqe, adjustments to be impiemented~'via orderinq 
paraqraphsl5a and 37' of D· .. 87-12~067· were intended to be collected' 

. ". . '. .", 

on a· bill and keep. basis, consistent with a ,related decision issued 
earlier in this docket. 

s. Ordering Paragraph 1Sa of:D~S.7-12-067:··,shou1d 'be':turther 
clarified· to specifically note that (i) ,. the conversion steps for· 
intra~A SPF-tO,,:,S:WalIiO involve.aatep,for' direct assignment 'Of 
WA1'S, and (ii) -intraLATA toll- . iainclu-ive' of -intraLA1'A toll, ~ :.' 
private line.-· 

6.. Orderil'1q. Paraqraph 37 of 0 .. 87-.12-0&7 should ,be modified'," 
to indicate that Pacific Bell "sorderinq,' Paragraph. 15a. Ad.vice ,. 
Letter filinq should ))egin with the secon<1', steP: or the in'traWA 

SPF-to-SLtr.conversion • 

- 7· -

'" 

,'.., , 



• 

• 

• 

A.85-01-034 et al. ALJ/LTC/rsr* 

7. Oraerinq Paraqraph 12 of D .. S7-12-067 should. be mod.i!ied. 
to d.elete reference to the phrase Kbook tc plant in service*, ane 
replace that phrase with.an indication of the ratemakinq treatment 
for SRV costs adopted in D.87-12-067. 
Conclusion ot Law 

0 .. 87-12-067 should be modified. as more particularly set 
forth in the orderinq paragraphs below .. , 

ORPER 

, 11' IS,ORDEREO that D .. 8-7-12'-067 is modified as follows: 
1. Ordering- Paragraph 2'0 is moditied- tc read: 

20.. On or betore December 31, l.9SS, ORA shall 
select a consultant usinq competitive bidding
practices tor the purpose of evaluatinq the 
costs, and benefits ot 'a: full scale versus 
statistical independent audit of-outside pl~~t 
utilization,. in accordance with the terms ot 
this decision. After" this' initial evaluation 
is. complete, ORA. shall; select an independent, 
auditor and mana«:1e the primary auc:litas more 
fully discussed l.n this decision.. This primary 
audit shall be triqg-ered" by the filing' ot the ' ' 
Pacific", Bell application seekinq removal ot the 
$l.3 .. a millionpenalty~ 

2.. The tirst paraqrapb.' of'the discussion at mimec. p-.. l57 

under the headinq *e .. ZUlU Expansion*is deleted and the following-', 
paragraph inserted' in its. place: 

In response to-previous commlssion directives, 
Pacific Bell presented- its study of-the 19S6 
test ,year :iJDpaets ot local callinq' area 
boun4Ary ehanqes: and ,Zone'O'saqe: Measurement 
CZOM) expansion in the Sacramento-,. san Di09'o,. 
Los. Angeles" and. OrAnqe County Extend.e4 AreAS ~ 
The latest vcruionot,th1'a GO-C411e4 M ord.erinq 
Paraqrapb. 16.a ~studyM 'was ,submitted on ' 
April, 150, 1986,. 'and was reviewed' by :ORA-
(Exllibit 6,. Nct.-4 te> NCL-5) ... ' 

- 8- -
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3. Findinq of Fact 99 is modified to read: 

" 99. The revenue requirement ilnpaet of the 
Sacramento, San Dieqo, Los Anqeles, and 'Oranqe 
County Zum expansion proposal is negative 
$15 .. 088 million. 

4~ Finding ot Fact 99a is deleted. 
5. Conclusion of Law 28 is modified to read: 

28. The revenue requirement impact of the 
sacramento, san,Dieqo, Los Angeles, and- Orange 
County Zu:m expansion project'.(a negative 
$15.088 million) should be reflected in the 
Pbase 2 results of, operations. 

6-. ordering Paragraph 17ais deleted. 
,. Ordoring Paraqraph17b- ismoditied, to read: 

l7b..'l'berevenue requirement. impact 'ot the 
sacramento,. San Diego~ LOs Anqeles,.and Oranq8 
County Zum.. expansion project,.(a,neqative 
$lS.0SS million) is,here))y~clopted. 

8. Ordering Paragraph: 154 is modi tied· to read: . . 
lsa:.. EaCh. exeMnqe telephone.' company which is 
a party to thisproceedinq' 'shall 1lIlple:mentthe 
transition in allocation ot nontratfic .,' 
sensitive (NTS) costs' to- intraLATA toll " 
services prescribed, in:the. foregoing'Opinion, 
gradually, converting··trom. use ot'an"allocator 
based on SPFtoone based: on SLU" tbrouqh six 
annual steps. and 'a'steptor direct assignment· 
otWATS, beginning, in January '1986.· and.. . 
continuing in January' ot. each,,,year· thereafter 
until and> including' January 1992 ,:thUB. . 
coinciding, with·· the "interLATA SPF, to- sm , . 
transition. On or before· February. 29,. '1983, 
each exchange, carrier' o:fferinq intraLA1'A WM'S, 
service' shall make an· Advice Letter 'Fil1nq' 
uncler ,the' terms otGO': 96-A to revia. the . 
appropriate' taritfs . to-, implement 'a nash cut 
conversion to-direct' '8.ssiqnment of closed end 
intraLA'rA WATS linecoata and'to: 1mplement an 
intraLATA billing-' aurcharqe on' local. exchanqe 
services." exclusive ot, .intraIA'l'Atoll ' , 
(inclusive of intraLATA·toll })rivate'line), to . 
otfset, the . lost ,intraLATA<'toll . settlement, 
effects clue to. 'the sPFto-:sx,u::'transitionand 

- 9' -
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9. 

10. 

the w.ATS phase-down. Thereafter each exchange 
telephone company shall make an Advice Letter 
tiling under the terms of GO'96-A in ' 
coordination with each annual adjustment in its 
NTS cost allocator, in order to establiSh or 
revise its billing surcharge on intraLAXA 
services, excluding intraLAXA toll (inclusive 
of intraLAXA.toll private line), using the 
newly effective NTS cost allocator. The 
revenues resulting from the billinq surcharqe 
shall be administered. on a bill-and-keep basis. 

Ordering Paragraph 37 is· modified to-read: 

37. Within 'live days of the effective date of 
this order Pacific Bell shall tile revised 
tariff sheets. to- reflect .. the incremental 
changes. in billing: surchargelsureredit adopted. 
in this. decision •. The effective date of the 
ordered revisions shall be'Januaryl,. 198$. 
SUch filing shall comply with General Order 
Series 96-A. The portion of the overall 
billing surcl1argelaurcreditadj,ustment .. 
applicable to: intraLATA. SPF-to-sm: shall, not be 
applied to-intraLATA toll .ervices. The' 
revenues resulting, f~om: the, .. aurcharge . 
adjustment .for interLATA·SPF-to-SL'O' shall be 
included-in the intrastate.access.service 
revenue pool. The revenues resulting from the 
Phase 2 overall', surcharge/surcreditadjustment . 
shall be administered .on a bill-And-keep basis. 
In view of the implementationo~ the' first step 
of the intraLATA SPFto- sm conversion and the . 
direct .assigmnent of. WA1'S step ordered'· herein,. 
. Pacific Bell·' a . ordering.:' Paragraph~ 154 Advice . 
Letter filinq· should: begin,with the second step 
otthe intraLATA SPF to- sm conversion. 

Finding: of Fact. 149 ismoclifiedto- read: 

149'. As shown· by Table 1 the reduction'in . 
Pacific Bell'8- revenue. requirement'· for. all 
other -issues.' addressed' in this. decision :for the 
year January 1, 1988 through and 1nclud.uig . 
December 3-1, 1988 is' $194;471;000" :which . 
changes the billing surcl1arqe/surcredit· 
adjustment· for· accessserv1ces and' intraLATA 
toll services ·by an increment of ,negative . 
2.-821tand~·· :for intraLATAexahang8, services by 
aninerement ofneqative 3;'824%.. . . 

- 10 -
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11. Finding of Fact 150 is modified to read: 

150. Consolidating AL 15325 with this decision 
will reduce customer contusion in that only one 
change in billing surchargelsurcredit will 
occur on January 1, 19se. This new billing 
surcharqe/surcredit for intra~Atoll services 
is 0.276%, for intraLATA exchange services is 
negative 0.727%, ana forinterLATA access 
services is negative 8'~611t. . 

12. The second· full paragraph ot ,the cUscussion at mimeo. 
p. 295-, continuing to m1m.eo. p. 296-. is mocU:ried' to· read: 

The present billing surc:harge/surcred'it on 
other than. access services is 1 .. 287% and on 
access .services is-negative· 5.363%. The 
reduction ot $194'" 471· million: results in a 
billing· sureharge/surcreditadjustment tor . 
access services and· "intraLATAtoll services by 
anincrement.ot negative.2 .. 821% and· for 
intraLATAexchanqeservices by an increment of 
negative 3.824'. The SPF to- .SLU shift results 
in' a billing;. surcharqe adjustment on· other than . 
access services by an increment of 1.81% and an 
.adjustmentin:the, billing· sureredit:. on access 
services. by an increment ofneqative 0'.427%. 
Combining these two incremental changes,. the· 
net incrementalcb.ange ,in the present billing
surcharge/surcredit· is,neqative 1.011% for 

. intraLATA toll s.rv!ces.,~negative 2'.014%. for 
intraI.A.XA exchange s.rv1ces,.'anCl negative 
3 ... 248% . for access services,. which .yields. a 
surcharge/surcredit on'intraXATA toll •• rvices 
of·O .. 27~;onintraLATA .• xehanqeserviees o-r 
negative:0:.727': and on acce ... services of 
neqative'8 .. 611t..: 

13. Orderinq Paragraph 12 is mod.ifieCl·to-'·read: 
., .. "," 

12. Based on the record· Cleveloped, in . ,Phase 2', 
the maximum amount. which Pacific. Bell shall 
book to- plant· in .ervice :for' .19'86 'ratemald.nq . 
purposes for buildinq costs.' in connection with 
SRV is $230Jllillion,. exclusive' of, land costar 
ancil11aryIDC shall be .d .• rived. in. view· otthis 
cap on' bu1ldinq costa. 'Pacit'ic:Bell shall . 

. retainallClata assoc,iatedwithits:.prior 
. tracking ot SRV coata, until' ·further. order of 
this, Commission. . 

- 11 -
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14. Pacific Bell's request t~ implement the revised surcharqe 
adjustments ordered herein concurrently with its orderinq Paragraph 
lSa Advice Letter compliance filinq, is granted. 

IT IS FORrHER ORDEREO that, except as provided above, 
Pacific Bell's Petition tor Modification of D'.87-12-0&7 is denied. 

This order is effective today. 
Oatecl fEB 2 4 1988 , at San FranciscO', Cali~o:rnia. 

STANLEY w~ HULETT 
President', 

DONALO VIAL , 
JOHN S. OHANIAN 

Commiss,ioners 

Commissioner Frederick R. Ouda~ 
l:>eing necessarily al:>sent, did 
noe.parcleipat~. 

Commis~ioner G. Micchell Wilk, 
being necessarily a!:l·sent, did' 
~ot pareieipa1:e. 

- 12 -
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1988, ORA filed its formal reply indicating agreement with the 
majority of Paeific Bell's request, but expressing oppositio to 
one requested change: The use of a different billinq ba 
calculating the surcharge adjustment. 

Meanwhile, on February 5-, 1988, the Executiv Director 
acceded to Pacific Bell's request for a 7-day extens'on of time t~ 
eomply with Ordering Paragraph ,lSa, in order to en leus to: 
consider the requested. modifieations prior toth time certain 
advice letter filings are mandated'under Order g·Paraqraph 154. 

'rhis. extension also applies to each exchange arrier required to 
make an Adviee Letter Filing in complianc. th'Orderinq Paragraph 
150 .. 

1. The zua EXpansion XsIfJlO 

As Pacific notes,. the Zum Exp ion issue which resUlts 
in a $15.0SS million revenue requirae reduction,. is pro~ly 
keyed to an expansion actually' ilDpl ted in the Sacramento, San 

Diego, Los-,Angeles, andOrange"coun "Extended: Areas... The Pbase-'2" 
elecision; mistakenly' refers to the,i an Franei8CO-East';'.Bay" Zum " 

Expansion ~oposal submitted· "in " e; ratedesigni por:t;ion of this. 
I • " .," .. 

proceeding. Pacific' Bell prope y notes, that, the San Francisco-
East Bay Zum.Expan&ion. Propos ,'should not be .decided until all 

1;+',. ' 

.. .' " 

rate desi9ll issues are,decid " siD~ethatproposal has a reve1lue"':,- ,.,' 
requirement impac:t:·. that, ia ot '.acco\Ulted for 'in ,the ,Phase '2 

decision. Therefore it iapproP:t:iate to- correct the disC'll$$ion ' , 
section, relevant 'findi sot' fact:" conclusion of law, and order1n9:: ", 
paragraph. 

Pacific ll, DRA, ,and, the Commission Advisory and 
Compliance Div1Si~ (CACO) agree that Ordering Paragraph 3-7 , 

confiiets with yfderin~ Paragraph, lSa'a provision that no' portiOll' " 
of the' intraLlTA' SPF' to' SID surcharge "adjustment· shall be applied, , 
to intraLATJI'tOll, '.:.' ' , ' ' ".',.: ", , " 

-' 3,-
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and recommend that ordering Paragraph 37 be modified accord gly. 
If the Commission adopts this modification, the existing - p080% 
billing surcharge on intrastate intraLA~A access service will 
change to -8.6-11%. '!'he existing -0 .. 19-3% surcharge. on; traLATA 
services would become disaggregated into the ~ollowi two 
surcharges:. 0 .• 276% for intraLATA toll services, an -0.727% for 
intraIATA exchange services, as sbown on Attaeb:m A .. 
Accordingly, we will make theehange t~ Orderin Paragraph 37, and. 
related changes to Findings of Fact'149- and 15 and the underlying 
discussion (at mimeo. pp. 295-296-). 

Similarly, there i'a consensus amoPacific Bell,. DRA,. 
and CACD that Ordering Paragraphs 15& and 7' should be- modi:fied to 
provide that the surcharge ,adj:uat:m.ent 1 be admi'n:1steredon', a· 
bill-And-keep basis, consistent withpr or Commission4ecisions in 
this docket.. These changes. will alsO- made ... 

Pacific Bell, DRA, an~ CA ,also believe tbatordering 
Paragraph 154 must be clarified topeci-:fically note that the 
conversion steps for intraLA'rA SP. -t~SLtT also involve a step ~or, 
d.irect assiqnment of WA!rS, eonS ent' with the testimony :of DRA 
witness Poponoe •. ' (Exhibit 324) Th'ia change will ballad.'; . 

There ia also. agre ent· that a.' minor" clarification is 
necessary to the orderinq Paqrapb, '15areferences to·intraLATA· 
toll,· . by modifying': that r. ferencetc>' read~ ·1ntraLATA toll 
inclusive of intraLATA.t 1 private line.· Pacific Bell believes 
this modification is..n essaryfor consistent application of the 
surcharqe adjustment .. the exchangecompanies~ 

" ~ ,. 

Pacific.Be 1 requests,that· Orc1erinqParaqraph' 3:7 be ." 

modified to state at Pacific Bell's Orc1ering paragraph lSa Advice 1 

Letter Filing sho d,begin ,with' the Secondatep of the !i,.traIATA" ", 
SPF to- SL'O con" aion, since PacIfic Bell has al'ready,1mpl:emented·: 
these atepain compliance nth· Order:lnqParaqraph" 3:7: of the ' 
decision. s change will also- be made. 

' .. 

- 4 -
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7. O'rdering Paragraph 12 ot 0.87-12-067 should be mod. 
to delete reference to the phrase "'book to plant in servia 
re~l~ce that phrase with ~ indication of the ratemakinq 
tor SRV costs adopted in 0.87-12-067. 
COnclusion q! LaY, 

D.87-12-067 should be modified as more part cularly set ~~ 
torth in the ordering paragraphs below. ..t :)..1 r ' , .':, '" ' ' 

11- :r-
r ,:.--1) ~;;'. ~ 

. 0 R D It R ~ ";r'-'r'-~. 

1'1" IS ORDEREO that 0.87-1~O'67ia m ified. as tollows: 
1. Ordering, paragraph 20' is/modified, read: 

, /",'., I 

20.. On or before December 31,. 19 s., DRA shall' ,G,/', 
select a consultant;(:for'the ,p se ot 
evaluating the costs and' benefio! a tull 
scale versus statistical inde dent audit of 
outside plant utilization, in ccorc1ance with 
the terms of this deeiSion'~ ter ,this initial 
evaluation, ',is, complete,;,:, ORA. 11,: ' .. lectan, 
independent auditor and" ge the prilDary, ' 
audit as,' morefuJ.ly discus ed in this decision. 
'this primary- audit aha1l'tri9gered.,by the ' 
tiling ot the PacitiCBe ];',applicatioll seeking' 
removal, otthe $13 .. s.,' mi ion penal ty. 

2. The' tirst' parag-raph 0 the discussion" at mimeo. p_ 157;," 
under the heading "'c. 'z,UmExpa ion'" ia deleted and the tollowincl' ,:.', '" 
parag-raph inserted in its, pl, , 

In response"to:' pr ious' Commission' directives., 
Pacific 'Bell ,pre ted ,its study of, the 1986-
test' year. impact of"local calling ,area. 
boundary c:hanqe ,and' Zone 'Oaag'e', Heasurement 
CZOK), expansioin" tbesac::ramento'" san Dieqoi 
Loa Angel •• ,' d ,Orangecounty,ExtencSed Areas .. 
The latest v sion of~th1a, ao-called 'ordering 
Paraqraph 16 a: StudY' 'wa.'submitted·, on' 
Apr111S, 1 86, ,and waarev.1ewe'd"byDRA 
(Exhj b 1t 6- NCL-4 to: NCL-S). 

-" 8: ~ 
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