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BEFORE THE PUBLIC UTILITIES COMMISS·ION OF. '!'HE' STATE OF CALIFORNIA 

Investigation on the'Commission~s own ) 
motion·int~ t~e methods to,be utilized) 
by the commission to establish the ) 
proper level of expense for ratemakinq ) I.86-11-019 
purposes for public'utilities and) (Filed NoveMer 1, 1986J 
other regulated entities due to the ) 
changes resulting from the 1986 Tax ) 
Reform Act.. ) 

. ) 

ORDKR MQDXFYING D',88-01-061 . 

Decision CD.), '8:8:-0'1':'06'1' sets" forth the, methodolO<1Y to be 

used in calculating the ,effeet$'of the,Ta"R~d.uetionAct of 1986 . 
('l'RA '86) and the. California Conform! ty'Aet ,of: 19'87" Se~te Bilf' 51Z, 

(S.B .. 572) 0"", ,,=,atemilinqiricome~ tax exP~rise:~ !I'his,'order add.re!Ctse~ 
the Petitions 'for Mociification of D,.a-S:~oi-061 f'iled.':by General 
Telepho'ne co~pany,of, califo¢a (Generar),' Bay'~ea' ce~lui~r 
TeJ.ephone company (BACTC)" ~d._ s:anD'iego: Gas &' Electric com~any 
(SDG&E).' The order'als~-corre'ctsa:~lerical ~rror ,in' Firldingot 
Fact .32.' . - "" ,-,' .:, ., '., , ', '. ,,'" -

'" 

General's Petitism . 
General~ p~1:iti~ns tha:t D.88-01-061b~ m~ified beeauseit' ,/ 

co~licts with 'G.tex:im,O.S7-12:-070 'in.' General~s 1985- test' y~a£rate '" 
• " • ,,' ' • ' '. " ' ,..,,', ' ., ~ .' '.. < , ," .' - ' 

ease, Application: 'CA.) 87-01-002. '.,General states that D~S7-12:-070:'" 
redU:ced Gen~ral.'srates;t~':;;,~~19'88. tes.t'.Y~ar,,;/'~o;'re:flect an ",':, 

interim revenue reduction: that 'in part is' 'based,: on 'the 'iliipact of_ , 
'I'RA 86, includ.inq'th~: 'new'34', percent.: federal '60l:poratei~do~~'-tax , 
rate. -Therefore,."'it wou,ld b'~'impossible:'for"Generai-to comply'With . 
Ordering Paragraph':"2 ,of "D' .. ~-Ol":O&l.'and· renect:"ahy~evenue,' . 

• < _" ,:' • ", ,",-; ' '''''. , 'I '::.\ .:",. \l . '.:.':: f . -. . . 

requiremen:t adjustment in 'a 'l'RA. .. 8-6. me.morand'lllniaccount .. ,,' 
To r'esolve 'this' ~ontlict,Ge~erai'r~ciu~ststhat the 

following new ~~p~r~9Ta~h be; added: t6. the: '~;asting:' .Ordering .. 
Paragra.ph Z: ." ,',' ", ", .' 

" .-' 

-1 

", ~ 

1,'-' 
,0, " 

','1 ' 
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*2 (a) The above notwithstanding, for General 
Telephone, a telephone utility, the 1988: 
revenue requirement adjustment 
associated with the effects. of 'rAA. 86 
and S.B. 572 shall be reflected in the 
final decision in its Application 
87-01-002 and shall be in conformance 
with the methoQology aQopted' in this 
decision. * .' .' . ' .' 

General further requests' that the Commission revise, the . 
text, findin9's of fact and conclusions of law consistent with this 
modification. General requests prompt action to: eli:ninate the 

",' .' . 
confusion created' by these· eonfJ:'ieting deeisions~ .' 

In response·to· Generai'spetiti~n formodifieationwe. 
note that unde:t:O~deri~q paraqraPh ,2 01!,D:.88~01-0&lnO action on 
the part ofGener~ ·.is requireQ untl:l 60 days 'after the effective 
date of its 1989.:qeneral 'r~te order., If the t:inal,;decisionin the 
1.9SS·rate o~derfulJ.y ref:tect~:the i9s.s~revenU:e:requirem.ent . 
adju~tment' associated with'TRi, 86 and~B~' 572; ~eral' would have ' 
to merely tile a stat.em.ent7that'compJ:':i:aricewitb.'qr~~riIl9':' ' .. 

II '\" 

, • " •• I' • , r ' • 'r ,,' • 

paragraph 2 of o. SS.-O'l-O~l· has> been effected'by the' tinal' ,decision ' ... , 
, • "~j • ,.,', , ',~, • I ., r " 

in A.S-7-01-002. On the' othe:rlland," it:'the ,tinal decis'ion only", 
partially reflects the adjustment'associated·with.·'l'RA:,~S.6 and· '.-:. 

S. B:. 572, then> General would, have to,' make a compliaric~ fil'inq'.tor: " :' 
the ditference~ We are "eoneernedthat" the, re'Cordin A. 87"';0 l;-002' 
,may' not' be adequat~lYdeyeloped 'to- e~~le . the·co~ission:':to. fully' -
reflect the 19S5. revenue reqUir~~nt adjustm~nt a$s~,iatedwith,tb.e' ..... 
effects of ~ '86--,and. S-.:S. 572 in'c~nfo~~ee' with:tb,;::metllodolo9Y, 
adopted in D.a8-oi-o~l' ·.inthe'f:i::nal'test, y~a.r: ~19sa' q~erai rate' " 
decision in A~ 87-0'i"':002.. 'rherefor~:~"]).,8S",:,Ol.:-'06~'leaye; the:bw::d~ 

• • \ '.' ' • I • • • '. • .') ~: " " ,'," '. ,'.," • \ ' . ' •• " , ...... " ". 

on General' to indicate' whether the,'!inal deeis'ion.in ,,A;"'87-0'1:-'0,02:· 
tully retlcetstbe19'SS"revenue requiremont. .. ad.j:ti~tmcnt:azsociatcd:" 
with 'I:lle tax acts. For'thiS: rea~o'n: w~:cann~t;,q;;arit.'.tho' -'.' ,"', 
modification. soug.b.t'byGeneral':;,·· Rowever;'~e .. wi'll mOdify'-orderinq 
paraqraph 2 with :r~~pect ,to. General by ordeririq ".paraqraPh:2aan~ , 

.... 
to 
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require that any 198-8 revenue requirement adjustment attri:butable 
to TRA $6 and 5.B. 572 not tu~ly reflected in the final decision in ... 
A.S7-01-002 be reeorded in a TRA 8& memorandum aceount and be 

disposed of as the Commission, ,further orders.. 
~'s Petitign 

On March 3, 198:8, BACTC filed its Petition for 
Modification of Decision a8-01-061. BACTC states that it is. a 
certiticated provider of whol~~ale: and retail cellular 'services .. 

• • c ... 

Early in the course .of these. proceedinqs,. on' january 7, 1987, BAC'I'C' 

tiled a motion seekinqit~' disnUssal,.as a: 'respo~dent on the srounds' :, 
'.. '''., ,. " " 

that: (1) the rates .which. the, Comssion has authorized for all . 

providers of,cellularserv'ices are;based'on marke.t researCh 
intormation rather ,thanUPOIlth~~Ol:t"ot cost-O:f~ser.,.ice analysi~ 
traditionally ,applied in"settinq,telephoneuti1ity,rates, ,and . .~. . {' .. 
(2) .providers. of .wholesale:.andlor retailcellular.'services.such. as,'" 
BAerc have, eharaete~isties eomp'arab1~. tOo :.those, ,ot, radio-telephone." " 
utilities; ~ellular~esell~rs, and ~on~ominant .. interLAxA carriers',.' .. :' 
which had been ~x~l\idedfrom, the p~oceedinq •. · BACTC states.that 'th~' "'. 

Aaministrati~eLaw,.·JUdCJe 'in. a rulin9'~issued' January l3", 1987 li~ted"': 
"cellular telephone utiiities-~~nq"'1:Jl~seresponc1ents 'the' " , 
COmmissionwould,notexpeet -to .. pa¢icipate ,tullY inth1S: . 

• • • .' ~ • ," .". < • • I " , 

proceedinq~" The Rulinq, however ,·~d'id:·not. specif'icallyad~ess 
either the .. Motion' otBA~C ,or 'a ' similar "Motion 'tC>Oi~mi~tiied by·" 
PacTel cellul~-:'and 'certain limited, part.n:erShips: ot wh.ich,Pac.rel 
Cellular was theqeneral ~er'.' "., . . '.;. . "', ", '," . 

'rhe, Phase Zdecisi~ri'(D.a8-oi.~":06i:L:"also tailedto<,ad~eSs, , 
these Motions: or exclude the,' ;~ellul.ar·'teiephone/"eompanies, trom'the, , . 

1'. " ...' I' ',.... .•.. ;, .. ", • ". . • f' " •• • • i ,:~, •. 

filinq requi:z::ements ot:, the .Or4er.'.::)3Ae'l'Cs'tates',that sincc',cellular ' 
teleph~ne comp~i~s' 'r~tes, ~ve 'not .,l:>ee%t,. set;~on:''thei ba's1s':ot' th~:'" ' 

, " •. " '. '.' •• , •• ,. '" .j". "',.' • ""rl', '. p.: ,:;' . t' , ~ If ",' .:'. ":.' . "",,' ',j 

detailed cost-of-service.· analysis.traditional···for.monopoly .' .' . '.' 
franchise" publie utilities' but';.rather .. 'ar~: market' driven prices~ 'th~";" 

, • , ,. ,.;. ',' ~ '. \ •• ': " • .. ..I' ~,' '-. ,.,,',',' " , .' .. • ", ,."'0' . ·1, , 

requirements' imposed~ on. respondents by 0 .. 88:-01-0.61 . cannot :be .' , 
reasonably '~ppiied.' BACTc'~e~e;tS:""'ttiat'th~ cOmXni~sionruie'6n···the.'!.,"· , 

. .. ,.... ;"I-·.~\.".~"~.,:, .. ,, I . ":~',~o\-., 

.'", 

'" . 
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PacTel Cellular and BACTC Motions for Dismissal and modify 
0.88-01-061 to qrant such motion with respect to all cellular 
telephone utilities. 

We aqree with BACTC that 0.88-01-061 inadvertently failed 
to address the Motions ·for Dismissal as respondents f~led<by BAC'XC 
and PacTel Cellular. We further" aqreetbatO.88-01-061 should :be 

. .,..' .' 
modified to qrant the Motion for Oismissal as respondents to all 
cellular telephone utilities since rates. for' cellular telephone .;, 
utilities'are not set ,on a cost-of-service:basis 'and'thus the' 

requirements 'imposed' on respondents cannot.,bc: reason~ly'applied. 
spGiE's Petition' .' " " , , , 

On March 9, i988,'SOG&E'filed,i:ts Petition'for 
Modification of 0.,88-01-06'1. In,';its 'petition'soG&E requests, that 
0.88-01-061 be modified, t~; allow' SoG&E:to 'implementa'one-time ' I 

refund of federal taxes overcol1ected inl9'S1. "~sOO&E,states that 
this 'modifi~tion 'is 'necessarY, ~to:,avoicl an"ac1v~r$e 'tax 'consequence': 
that"would have' a negative- on~'"m:i:ll:ion dollar· :flDpaet;'on SOO&E;"·,·, " 

This'~adverse tax 'consequenc~'i~ caused by .. the DeC::i:'si~n"reqUiremerit.":; 
that various ba:J.:ancinq accounts. be u~e'd' to: retUnd the overcollected ' ' 
taxes instead of', a one;';'tilne re.tUnd'. ' 

, Aceorc1in9 tc> SDG&E 'the.' revenu~ effect,' of ,TRA. ',S& :.and 
S,.B.. S72,,:on' 1987 ,revenue' ~equi~~~~ts hasanappr~ximat~''. $16,.4:' , 
D.ill.ion dollar ·overco11ect'1on, of,:: income': ~~s;'tranc:b:isc "tees-, and:' ' 
uncollectibl:es:,.ant\"'int~rest 'I:llioU9h:MaY 19:8S.:'~, It this: revenue, 
etfect' is recorded in, th~, ::b~Ancinq accoUnts'" 'these d.ollars'WOuld.' 

, not be ,refunded' to ratepayers::'until i989~"since' ,SOG&E,'s"ERAM:',account,: 
is scheduled :to:, be adj\lstedNov~~r '1,.:1988: ,,' but' 'ds-a'practical 

, - • . ';. . ..' '/ '~.' • . . ., I' t ,- ',' ... ". "., J., 'I " .' " " . 

matter the November 1985."EcAC:'clec.ision~w:f:ll:' not be issued until" ' 
" , , . ,. , 

year end 1988:~" SoG&E's,Overcollecteo., !ncome "in: 1.98.1 is':taxable:, 
1987 income~'" This"me~s":that the :~11eqecl:~16.'4 ':;Uilio~ 1~87 
overcollectlons wii'i' 'be-' ~ed. at"-'.n::~,~f~ct~v,e"~~~~7: F~dera~, <income 
tax rate' o'! 39.95%:-, however if ,the':tax':'overcol1ection. is not 
ref,mded until19S:9 "then S~&E:.cannot"deduC:t ::th~refunded amount 

, 



t, 

• 
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until the 1988 tax year. The approximate 6% difference between 
1987 and 1988 tax rates would cause SOG&E t~pay approximately $1 
million more in 1987 taxes than the benefit it would'receive' from a 
deduction on its 19880 tax return.. This can be avoided if the 
refund to ratepayers occurs by SeptemberlS, 19S5_' ,If this is, 
done, the impact 'of TRA 86 would be' revenue neutral to SOG&E... As. 

part of ,its petition'SOG&E sUbmitted proPQsed pla~s:' !Qr ,electric" 
gas and steam. one-time~ retundscreditswith ,a Hay 198$ .. refund date .. I, '" , 

If the Commission order modifyin9"",O~88~01-061 is' not issued until 
after April lS, 1988, the, refunds, woulClbe: delayed from: May 1988. ,to: ' , 
June 1988. SoG&E requests that 0,.S8-01~,061., l:le modified l:ly adding 

>,' • 

Ordering Paragraph' ll:l-- as, follows: 

"1 Cb.) SDG&E shall,. as soon, as.' possible but in. 
no' case lat'er'than June' 198-8,~ ':ilnplement 
a one-:t:iJne, retune!:' basec1:'on its 198-7 
revenue requirement adjustJJientfor" 
'rRk 8&, ';in conformance with .. 0'.-88-01-0&1 .. 
The'e:i:editshallreflectinterest 
,accrued at' the" eurrent90-day,,'.,' , 

, , . 'commercial' paper rate': from' 'January 1,"" 
, 1987" '., through,_the ,first full, month of 

', .. i 

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

, " 

" 
,'.J,," 

,the refund. N: ' :' " . 
", .' 

" , 

SDG&E's requ~st for·a one~tiine' refunCl is reasonable' and' '" 
0 .. 88-01-:061 shall be mod±tied"to' ena))l~, SOG&~,t<> make such re'fund,," ,I 

atter ,the ~lcuiations:- bave: been reviewed and. approved by the"" ,,,- j;; 

Commission' Advisory' and~'c~mpliance, 'Di:v::Lsion.;.; ,'SuChre'tund:,shali.be ", 
made a's soon as'poss±ble;, but' in no, ca~e"iatex-'than ,J~e'19as:~, ", " '. '. ,'"' .- "",<, . 
Correction ot,'CleriCA1' Ex,;or' ,', . ,:: 

, The Commission haS. be~n informed" ofa . clerical , error in 
Finding of Fact l20f Decision· ,83-01-0,61:. Specifically:the:second, 'i , 

word in 'the Finding. *u~ing.lII'. ;is ,incorrect. ~he:cc:rreCt wo~d:. is " 
Nis$uingN~, :Findi~g,.of':FaCtl2-i~',con:ected-to"read ,a~' foiiows:' 
~ ',' ' . " 'i',' ~, L 'I 

NIn . issuing OII86~li:019' the:c6mm.issio~ <, 
ordered that as of'January -1',' ,,1987',~'a:1I: rates. 
'and ,'charqesthen in.eff'eetshallbe·;:collectec:i' 
subjeet'to ,refund, including interest in' order':, 

. .' " 

J.,' 

" ' 

.,~~.j . 
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to account for any changes that might result 
from this. investigation." (" 

Additional Findings of Pact 
40. Rates. which the commission has authorized for all 

provi<:lers of cellular services are, based. on market research 
information rather',than ,on the so~ of cost-of-service analysis
traditionally applied-in setting-telephone utility rate$. 

41.. Providers of wholesale: and/or retail cellular services. -
have characteristics comparable to-thoseot radio-~ telephone ," 
utilities, cellular reselJ;~~s, and' non-dominant' iriterLATA, carriers, ,': 
which were excluded trom, the' scope ,:'ofthe' present;i;nve.sti9'ation~ 

42. PacTel'Cellularand BAC'I'C have ,filed'Motions. to 'be 
dismissed as respondents tor the reasonc'stated"abOve. 

43. It is· reason:~ie."t~', authorize" soG&Eto ~e a -'one-time 
refund' or: the r~venue" e1!1!ects o:f,TRA, ,So.~d S.'B., .572', on ~987 
revenue 'requirements,:-plUS' applicable ':;~t~rest tro:c January 1, 1987 

through: the fi:rst!ull'monthof,tb.e"refund' in:"~'rder'-tomake th~ " 
company re~~ue -neutral atter ~e' ,r~'f~d:., , ,,' , . .', ' 

44,. It is reasonable to:'authorize> General 'to- recorda:o.y 19$5 

revenue requirement ,adjus:tment,rel~inq.:~tO,TRk~,86 and.:S.a:. 57~ not 
fUlly refleetedin' the final <ieelision: in: -A.87-01-0oi "in aT.RAS6', ' " 
memorandum: account 'to ,be d'isposed o!",aS'theCommiss:ion· :!urther': , .' 
orders •. 

,',',' ., 

Additional' conClusions Of Law ' 
-, , 

'~ " I, 

13. All prov.iders>of wh~lesale'and/or, retail, cellular . 
services should be' dismi~sed~ as' respondents' .. to ':tllis, proceeding;' 

14." SOG&E'Sbould ,be aU'thori'zed to'make'.;" one-time:' refUnd>' 
", ,. .,., "") , ' " ," . . . , ". 

"11 : 

I'" 

,
, , 

,I '-', 

based. on, its. 1987., revenue:'. requirement': adj:ustment' for:: TRA. . s.:6and.·: , 
$.]3.. 572 inconr:o~ce 'with' D~S8-'Ol-O,6-1·and,ix;.~lude', intere~t;':from.'·~ 
January: 1, 1987 'throughtbe,iirst, fUll.month<'oi':the refund. SUch' 
refund. should. be made·as soon"aS:'"p~ssible,.' but no later ~J'Une .", 

,,\" ,e,' I' . .. . ,,': .,' ',r'. ." '" ' .' '., ,.., ' 

1~88. "".:, ::", ," 

-- ,,6."'-
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15. General should be authorized to reeord any 1~88 revenue 
requirement adjustlnent for TRA 86 and 5.8. S-7Z not fully ,reflected 
in the final general rate ease decision in A.S7-01-00'Zin a 'rRA S6 
memorandum account to be disposed of as the commission further 
orders. 
Add,l.tional ordering Paragraph§: 

IT IS, ORDEREJ) that the following add.'i tional orclering 
paragraphs be inserted in D.88-0l-06l: 

1 (b,. ) San Diego" Gas « Electric, Company (SDG«E) sb.all~ as 
" , 

soon as possible but" in no case later than June :1.98$'; ilnp1ement a" 
one-tilne refund based on its 19s.7'revenuerequirement adjustment 
for TRA: 80. and. S.B • .57:& in:, conformanee' withD_8S-01-061~ 'The 
credit shal.l refiect'interestaccruedatthe current ~o-o.ay , 
commercial paper rate fro~ January' 1,19'S.':, throllgh'the, fi):st 'fUll' 

. '. , 

month of the refund. Before any refunds are made .. the,ealeulat:i:ons 
shall, be reviewed 'and approved,by the Col1mlission Advisory 'and.' ' 

\ < ..' \ • 

Compliance Division C CACD) .. , 

. ' ' . 2 Ca.) General' Tel:ephon~ S~ll file ~ithin. 60" ~ys ~fte.r:Jhe' 
effective date, of the final" general rate., cas-eorder,' in ~ .. S;7-01-002 
ealculations with,CACD 'indicatinqwhether the fina,i,order, fUlly: 
reflects ,~e ),988 reve~ue reqllirementadjustll'ient,associated'with'" 
the tax act changes. in conformity .with this, dee,:tsion'.' Tc> the 
extent the 'final' ,decisi~n does not', 'fullyrefleet",the revenue,' 

• • T ." 

requirement adjustlnent,... General''relephone'shall ,reeord-the 
ditferen~e, including _ interestt~; the extent 'appli~le',;'in. 'aTRA:' 

I. ;, 

S6 m.emorandum accoun~ andd.ispose of' 'such ,balance as. the Conunfssion '/"1: : 

further orders. 
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l5. All providers of wholesale and/or retail cellular 
services are dismissed as respondents to- the proceeding. 

16.. In all other respects 0.88-01-061, as..corrected by 
0.88-0l-064, remains· in full torce and effect .. 

This order is effective today. 
Dated April 27, 1988, at San Francisco, california .. 

, ~ ". 

. ' 
- '. 

STANLEY ,.W..H'O'I.ETT 
President 

DONALD VIAL. 
FREDERICK R.. DtTOA· 
G .. MITCHEI.L WILK 
JOHN', B .... OHANIAN 

, , '.Commissioners 

. '. 
" . 

" . 

".', 

" 

'l' 1)..1, I 

,,, I 
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Decision SS 04 065 APR 27 1988 

Investigation on the Commission's own ) 
motion into the methods to be utilized ) 
by the Commission to establish the ) 
proper level of expense for ratemaking ) 
purposes for public utilities and ) 
other regulated entities due to the ) 
changes resulting from the 1986 Tax ) 
Reform Act. ' ) 

------------------~-----------) 

6 

I.86-11-019 
d. NovemJjer 1, 1986) 

Decision (D.) 88-01-06-1 forth the. methodology' to be' 
used in calculating the effects 0 the Tax Reduction Act of 1986-
('l'RA. 86) and the california Conf rmity Act of 1987, Senate Bill 572' 
(S.B. 572) on ratemakinq income tax expense. 'Xhis order addresses 
the Petitions for Modit'ieatio of ·0.$.8.-01-061 filed by General 
Telephone Company of Califo ia (General), 'Bay Area Cellular . 
Telephone Company (BAC':rC), (,t san Diego Gas &t Electric Company 
(SDG&tE). The order 'also rrects a clerical 'error in Finding of 
Fact 32. 
Goenenl'5 Pgtij:i2D 

General peti 
conflicts with interi 
ease, Application 

ions that D.88-01-061 be modifiedbeeause it 
D.87-12-070 in General"s 19S5testyear rate'·' 
87-01-002'. General states that 0'.87-:-12'-070 

red.uced. General's tes for the 1988 test year to, reflect an 
interim revenue ruction that in part is. based on theilnpact of 
'I'RA. 85, includin the new 34 percent fed.eral corporate income tax ::" 
rate., Therefor ~ it would be impossible for General t~ comply Wi~ . 
ordering Para aph Z of 0.88-01-061 and reflect any revenue 
requirement a j ustment in a. 'I'RA.86 memorandu:m. account. 

To resolve this confliet,General requests. that. the 
following n w sub-paragraph be added to· the existin~ ordering 
Paragraph 

- 1 -
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W2(a) The above not withstandin~, for General 
Telephone, a telepbone utl.lity, the 1988-
revenue requirement adjustment 
associated with the effects of TRA S6 
and S.B'. 572 shall be reflected in 
final de,cision in its Application 
87-01-002 and sball be in conforma ce 
with the methodology adopted in is 
decision." 

General further requests 'that the Co asion revise the 
text,. tinc1ings of fact ~d conclusions of la consistent with this, 
modification. General requests. prompt act n to- eliminate the 
contusion created by these contlicting d iaions. 

In response to General's pet ion for modification we 
note that under Ordering Paragraph 2' ' 1>.88-01-061 no- action: on 
the part of General is requiredunt60 dars after the effective' 
date of its 1988 general rate orde.. If the ,final decision in the" 
1988 rate order fully retlects ,1988 revenue requirement 
adjus'bDent associAted with TRA 6 and, S.B ... 572', General would have, 
to merely tile a statement th 'compli:a.nce with Orderinq 
Paragraph Z of D.88-01-061 a been effected by the final decision 
in A .. 8-7-01-002. On the ot er'hand, if the tinal decision ollly 
partially reflects the a uatment as.ociated., with, TRA86- and, 
S.B.. 572', then General ould bave to make eo' complillDce tiling tor 
the difference .. We a concerned· that the record in A.S7~01-002 
may not be adequatel developed, to enable the Commission to tully" 
reflect the 1988: r enue requirement ,adj~US'bDent 'associated, with the" 
effects. of TRA 86 and S.]3.: .. 572 in co~o:r:mance with the, methodology' 
adopted in D .. 88 01-061 in the final test year 1988: general rate 
decision in Ai!'-Ol-002. 'l'herefore, 0 .. 88-01-061 ,leaves the burden 
on General to indicate whether the final decision in A .. 87-01-002 
fully refle6t.s the 1988,' revenue requirement adjUstment assoeiate4 
with the, ~ acts.. For this. reason, ,we', cannot, grant "the 

'moditicalion sought by 'General. However, we will "mod.:tfy Orderin~" I", 

par7APh 2 with respect .tc> Gene"al by" Or4e"in~. paragraph 2a· and 
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require that any 1988 revenue requiremen~ adjustment att ibutable 
to TRA 8& and S.B. 572 not fully reflected in the fin 
A.87-01-002 be recorded in a TRA S& memorandum acco t and be 
disposecl of as the Commission further orders., 
8ACTC's Petition 

On March 3, 1988', BACTC filed. its Pe tion for 
Modification of Decision 88-01-0&1. BACTe s testhat it is a 
certificated. provider of wholesale and re 1 cellular services. 
Early in the course of these proceedings, on" January 7,. 1987, BACTC 

filed a motion seeking its dismissal as respondent on the qrounds 
that: (1) the rates which the Commis on,has authorized for all 
providers of cellular services are b ed, on market research 
intorlDation rather than upon the so 'of cost-ot-service analysis : 
traditionally applied. in setting lephoneutility rates, and 
(2) providers ot wholesale andlo retail, cellular services such as 
BAcre have characteristics com able to- those of radio telephone" 
utilities, cellular resellers ancl:. non-<1ominant interLA1'A carrier'$': 

, " 

which. had. been excluded- tro the proceeding... BACTC states that 'the 

Administrative Law Jud.qe i a ruling issued. January 13-,1987 listed, 
'cellular telephone utili 1es' among, those respondents the 
commission would not e ct 'toParticipate tully in this 
proceeClinq.· The Rul , however,clid not specifically address. 
either the Motion ot erc or' a,similar Motion to Dismiss filed by 

" 

Pac'l'el Cellular and ertain limited. partnerships of which Pac'l'el, ' , 
Cellular was the 9' eralpartner. 

The, Pha 2' decision (D.88-01-061) also tailed to ad.c1ress.",' 
these Motions or exclude the cellular telephone companies from the;; ,,' 
filing' requirem nta ot the Order. BACTC state~ that since cellular, ,", 

telephone comp es' rates have not been set on the basis- of the . 
detailed, cost of-service analysis traditional for monopoly 
tranchise p lic utilities· but ratllerare wket driven' prices., , the,_ 

~poseel, ,on respondents, byD'. 88-01~061 cannot be " 

pplie~. BACTC requests that the Commission rule on the 

-' 3 -
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PaeTel Cellular and BACTC Motions for Dismissal and modify 
0.88-01-061 to grant such motion with respect to all cel,lular 
telephone utilities. 

We agree with BACTC that D.88-01-061 inadvertentl 
to address the Motions for Dismissal as respondents filed' y BACTC 
and PacTel Cellular. We further agree that D.88-0l-06l ould be 
modified to qrant the Motion for Dismissal as respond ts to all 
cellular telephone utilities since rates for cellul telephone 
utilities are not set on a cost-of-service basis d thus the 
requirements imposed' on respondents cannot bere sonablyapplied. 

-A:l:thouqh-we are cp::ant·~·io a-l as respond.en:ts. to 
aJ:'l--c&lJ.ulaJ:-teJ.ephone-utiU.ties-at-tlrl:s:-t1)IC-,-€his would' not -
preclUde-tbe-CO:mJn.i.s.&i<>n-.~~..c<;Jm~~~g.-;~"",",~~;.-oQ~:aex:v.:L~e--.. ,,' , 
ratemakinq-tor-the-c:ellular radi.o-teJ.-ep at--some f.J"",l1otlww.~l,.oIIe ___ _ 

'""t1:me. -
SDGU's Petition 

On March 9, 1988~ SDG&E f ed its Petition for 
Modification of D.88-0l-06l. In! a petition SDG&E requests that .' ' 

D.88-01-061 .be modified to allow &Etoimplement a one-time' 
refund of federal taxes overCo ected in 198.7. SDG&E st4tes that • 

this. modification is necessato. avoid an adverse tax consequence .' 
I . ' . 

that would have a ne9'at~ve e million dollar impact on SDG&E. ,: " 
This adverse·tax consequen e is caused' by the Decision requirement: •. ' .' 
that various. balancing a' " ounts ~ .. used to-refunct. the overcollected:' .. ' 
taxes instead of a one- e refund.' . , ", 

According to SDG&E the revenue effect of T.RA 8& and 
5.8;. 5-72 on 1987 rev ue requirements has anapproxilnate $16.4 
million dollar over llectionof income taxes,. franchise fees. and " 

, . 

uncollectibles,. an interest through Hay 198.8., I:f· ,-this revenue . 
effect is recorde .:tn .. the balancing aCcounts" these .clollars would::· 
not be refunded 0- ratepayer~ until 1989 since 5DG&E':S !RAM acc~unt 
is scheduled t beadj,ustec1,NOVember 1.,1.988;~ but as apra:ctical: : 

issued until 
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year end 1988. SOG&E's overcollec:ted income in 1987 is ta 
1987 income. This means'that the alleged $1&.4 million 19 
overcollections will be taxed at an effective 1987 Federa 
tax rate ot 39.95%; however it the tax overcollection i not 
refunded until 1989, then SDG&E cannot deduct the re ded amount 
until the 1988: tax year. The approximate 6% differ ce :between 
1987 and 1983 ~ rates would cause SDG&E t~ pay pproximately $1 
million more in 1987 taxes than the :benefit it w ld receive from a ' 
deduction on its 198a tax return. This can be- :voided if the 
refund to ratepayers occurs by September 15, 988'. If this is 
done, the impact ot '.rRA. 8& would be revenue to SOC&E.. As 

part of its petition SDG&E sUbmitted prop ed plans for electric, 
gas and stemn one-time refunds credits w. th a May 1988: retund date. 
It the commission order m.odifying D.88 1-061 is not issued until 
atter April 15, 1988, the refunds wo d be delayed trom May 1983 to_ 
June 1988. SDG&E requests that 0'.8 -01-061 be moditied by adding 
Ordering Paragraph ~as follows~ 

s soon as possible but in 
than JQne 1.9Se,. ~plement 

a one-time e:fundbasedon its 1987 
revenue r irement adjustment' tor . 
TRA 86- i conformance with 0.88-01-061. 
'l'he ere ' t shall reflect interest 
accrued at the current 90-day 
commer ia1 paper rate from'January 1, 
1987, ough the tirstfull month of 
the fund.*" 

SDG&E's re 
.0.88-01-061 shall 

est for a one-time refund is reasonable and 
modified to enable SDG&E to make such refund' 

after the ca1culat ons have been reviewed and approved by the , 
" 

COmmission Adviso and Compliance, Division. SUch refund shall be. ,: 
1988:. 

The Commi •• lon ba. been intorme4 or a clerical error in 
Finding of E ct 32 of Decision 88-01-061. SpecifiCally the second .. 

-·50 -



• 

•• 

• 

r.86-11-019 ALJ/KT/jc 

word in the Finding WusinqW is incorrect. 
,wissuinqH. Finding of Fact 32 is corrected to- read 

HIn issuing OIr 86-11-019 the Commission 
ordered that as of January 1, 19$7, all ra 
and charges then in effect shall be colle 
subject to refund including interest in der 
to, account tor any changes that might sult 
from this investigation.· ' 

Additional Pindings 9' bet: 
40. Rates which the Commission has au orized tor all 

providers ot cellular services are based market research 
information rather than on the sort of at-of-service analysis 
traditionally applied in aettinq telep, one utility rates. 

41 .. r retail cellular services 
have characteristics comparable to ose ot radio-telephone 
utilities, cellular resellers,., '. non-dominant interLATA carriers~ 
which were excluded from. the se: e' ot the present investigation." 

42.. PacTel Cellular and CTC have filed Motions to- be 

dismissed as respondents for e reason stated above. 
43.. It is reasonable 0' authorize' SDG&E, to- make a" one-time 

s of 'rRA. 86 and S.B. 5-72, on 1987 , , 

revenue requirements, p s applicable interest trom January 1,. 1987 
through the first "full onth of the ,refund in: order to make the 

" 

company revenue neutr 1 after the' refund .. ' 
44. It is rea nable to authorize General to record any 1988;" 

revenue requiremen 
fully reflected 

adjustment relating to·1'RA 86 and S';':& .. 572 not I 

the final decision in A .. 87-01-002' in a TRA. 86 
memorandum. acco t to :be ,disposed' ,of as. the Commission fUrther 

I 

orders. ! , 
I 

, providers of wholesale and/or retail ee1l,har 
, I 

uld be, dismissed as respondents to this proceedinq. 
I 

DG&E should be authorized, to- :make aone-t.i.me i refWld ' 
j ,-

1987' revenue requirement adjus.tment for 'l'RA 86. and 
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S.B. 572 in conformance with D.88-01-061 and include interes from 
January 1, 1987 through the first :full month of the refund SUch , ' I 
refund should be made as soon as possible" but no later ~ June~ 
1988. I 

15. General should be authorized to, record any 198a revenue 
'-requirement adjustment for 'I'RA 86 and S.B-.. S7Z not ~lY reflected 

in the final general rate case decision in A .. 87-01~02 in a TRA 86 
memorandum account to be d.isposed: of as the Commi sion further 
orders .. 
AdditionAl ordering bnqrapbs' 

rr xs. ORDEREn that the fol:1owin9' a ordering' 
paragraphs be inserted in 0.88-01-061: 

1 (b .. ) san Diego Gas " Electric Com y (SDG&:&) shall, as, 
soon as poss£ble but in no case later 
one-time refund based on its 1987 rev e requ;irement adjustment 

with., 0.88-01-06-1. '!'he 

/ 

credit shall reflect interest accru ,at the current 9o-da~ 
commercial paper rate from; Janua:r:y: 1,. 1987 ,through the first, tull 
month of the refund. Be for. any .funds Are made, thoealculations:, 

llhall be reviowe6 And APFovec1 by the CommiDIS1on Mv1Jsory ~n4 
Compliance ~ivi.ion (CACD). 

2 (a ... ) General Telepho e shall file within 60 days. after the 
effective date of the fina general rate case order i.T.'L A .. 87-01-002 . 
calculations with CACO~.in lcating whether the final o:rder fUlly. , 
reflects the 1988 reven . ·requirement"adj. ustment assor.iated with " 
the tax act changes in conformity with this decision. To the 
extent the final dec:i.8ion does not, fUlly reflect the: revenue 
reqnirement adju.stm~t, General, Telephone shall record the 
difference,,. inClucJin9 interest to- the extent applicable, in a. TRA. 

86 memo:r::andum ac ount and dispose of such balance as the commission' 
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15. All providers of wholesale and/or retail cellular 
services are dismissed as respondents t~ the proceedinq. 

1&. In all other respects 0.88-01-061, as corrzcted Y 
0.88-01-064, remains in full force and effect. 

'rhis order is effective today_ 
Dated APR'!? 1988: , at san Franci 0., california. 
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Sl"ANLEr W. BVJ..ETr ,,: ... 
l'nIIdect.,. 

DONA.LD VIAL . .... . 
FREDElUCXa DuDA' 
G.M1TC8O [ .. \VD,X , 
JOHN 8. OHANWi"·'· . . ~, 


