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In the Matter of the Application for
Rehearing of Resolution No. T-=-12015.
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)
In the Matter of Resolution No. ) Applzcatxon 87=05~049
T-12015: Commission Approval of ) (Filed May 26, 1987)
Pacific Bell Advice Letter No. )
15224 and Denial of Protests of )
Omniphone, Inc. and Sable - )
cOmmunlcatlons of California, Inc.- )

)

! , Attorney at Law, for
_ Omniphone - Inc. applicant.
William F. Andexson, Attorney at.Law, for
Paczflc Bell; real party in interest.:
, Attorney at Law,. for
Information Providers Association; . ..
McDermott, Will & Emery, by Lee L, Blackman,
Attorney . at Law, for. Sable Communications;
and Richaxd E, Potter, -Attorney at Law, for
General Telephone, CQmpany o: Callrornla,
lnterested partxes.; S o
: R Attorney at Law, ‘
and Richard Shapkey, for the Divzsion of
Ratepayer Advocates.« :

o : B -

The genes;s of this proceedlng stems from our
investigation (I.85-04-047) into the problems emanatzng with. the
introduction’ of Pacific Bell’s (Paczfzc) 976 In:ormat;on Access
Service in 1983. In Decision (D.)- 85—11-028 ‘dated November. 6,
1985, we authorized Pacific to. amend its 976<IAS tarsz to provzde,
on an interim’ bas;s and under specx!;c condltlons, for a’ one-tmme
adjustment for 976 calls appearxng on resmdentlal subscrlbers' \
bills. By D. 87-01-042 dated January 14 1987, we~made permanent
the policy adopted ln D. 85-11-028‘except that' '
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The cone-time adjustment per residence
customer shall apply to all pending, past,
and future ¢laims when it is established
that the (1) customer did not know that 976
billing charges applied, (2) for calls by a
minor child, and the call was made by the
minor child without parental consent, or
(3) the calls were not authorized by the
subscriberx. ‘

The adjustment policy shall remain in
effect for 24 months from the effective
date of this order, or until customer-:
initiated deletion of access to 976 sexvice
may become available to indiVidual
subscribers. - .

On February 13, 1987, pursuant to 'D"87-'-6‘i-04z, Pacific
filed its Advice Letter 15224 whereby Pacific would be authorized

to charge the appropriate IPs account: the full amount of a 976-call’

credited to a residential subscriber. Proteefs to the Advice
Letter were filed separately by Omniphone, Inc..(Omniphone) and
Sable Conmunications of. Calirornia, Inc. (Sable) on’ March low 1987.

to Pacitic’s comments.
' o On April - 22, 1987 we rejected the protests of Omniphone
and Sable and by Resolution r-izois approved Pacific’s adVice L
letter authorizing. the full chargeback of adjustments torthe
information‘provider (IP). .

Applications for rehearing were :iled by Omniphone and
Colter Corporation. (jointly with: several. other IPs). D. 87-08-064
dated August 26, 1987 rescinded the authorization granted in

Resolution T=12015 for adjustment claims to reach back earlier than

April 1985, and, ordered 2 rehearing to develop evidence on- the
record relevant to the issue oz how Pacitic’s billing and. transport
charges should be. treated in the context of the 976 one-time

| Lo
o

Pacific responded to the protests and Omniphone.and Sable responded ‘

adjustment policy. That decision alsovordered that all billing and .

transport charges which PaCitic ‘and: GTE California Incorporated
(tormerly General Telephone Company ot California) (GTE) had '
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charged back to any IP’s account pursuant to Resolution T-12015 ke
refunded to the IP and that on rehearing Pacific should submit
evidence on its actual billing and transport costs as well as the
actual costs of making each adjustment.

Hearing was held December 17 and 18, 1987 in San
Francisco. The matter was submitted subject to the mailing of
concurrent briefs on January 20, 1988. Briefs were received from
Pacific, GTE, Information Providers. Association'(IPA); Sable
Communications, and the. Commx551on!s DlVlSlon of Ratepayer
Advocates (DRA). .

IPA asserts that the recharge. polzcy ordered, and o
currently in effect by D. 85-11—028 should be - retained. IPA argues

that D. 87-08-064 ‘put the: burden ot produc;ng evadence concern;ng “',h }H
actual transport,. billing, and. adjustment costs on- Pacific.and that- SRR

Pacific failed to meet this burden. TPA states that Pacazlc’s
evidentiary showxng was unbelievable and completély unrealrable
from start to~£inish and that- there is no evidence ln the record
from which a compromise mrght be- cra:ted smnce no compromase was
ever drscussed.« o - :

| IPA.states.that the character o: Pac;frc’s showrng E
suggests that: Pacific. sxmply threw: together ‘whatever numbers rt p'
could without serlously attempting to verify their. accuracy or
understand their source from within Paciflc-V\IRA asserts,that.
‘Pacific’s wltnesses drsplayed a seemrngly reckless dxsregard for
the 1mpact of their recommendataon wath respect to. the lives and
investments of the hundreds of:IPs: or. whether.the subsmdy ror B
Pacific’s general body. of ratepayers was destroyed._ Sl

IPA urges that Pac;ﬂ;c’sﬂrully allecated: cost showang of

$.08 per. adjusted call ‘be rejected- IRA argues-that the Pacrrlc
witness acknowiedged that the margrnal cost oz transport is

lnfin;tesrmally small and that Paczflc earns $ 70, or. almost nrne fmt u
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times the fully allocated transport cost. Given that Pacific is
earning such a phenomenal return, IPA states it would be
inappropriate to accept the fully allocated cost figure of $.08
presented by Pacific.

IPA states that the argument of Pacific -and DRA that the
IPs are the cause of the need for adjusting calls is no more valid
than the argument that a bank incites robberies because it -accepts
customers deposits. IPA asserts that Pacific’s reliance on the
pseudo-plauSLbzllty of the ”cost-causer” concept is out of touch
with the basis on which the tweo lzmated categorles of adjustments
were f£irst to be allowed-‘ IPA states that underlying the' o
stipulation whlch led to D.85~11-028, was the idea: that adjustments ;
would be permatted - and would only be required - where IPs had
falled to comply. with advertlsing gquidelines- and that ie was
assumed that falluxe or rerusal to-comply with the advertzs;ng
guldellnes was responslble for callers making 976 calls. w1thout .
bexng aware of the ‘charges- for dolng $0, OX" led o chlldren,mak;ng
976 calls thhout parental consent.‘ IPA states these assumpt;ons
for adjustments in these. limited: categories wexe' accepted by the
IPs as a deterrent to.misleading. advertising.,_ L : i

‘ IPA argue3~that when.D 87=-01-042 added the ”unauthor;zed" ‘

category, the overwhelm;ng majority of the requests for adjustnents
were and still’ arxe on this basis.. IPA states that when a‘ call is
adjusted on this basms it is not because the .IP bas failed to-
comply with the. advertzsing guidelines but rather the customer is-
using this category as a way of obtaanlng'lnformatzon servmces
"wmthout paying. S L : D

In analyzing the Pacific watness test;mony'regardxng

development of the cost.of maklng an admustment, IPA asserts that -}-‘d“;

the estimate,or 20 minutes of time per adjustment 1slc1early ‘ -
excessive since surveys.conducted by employers by questlonnaare are

always,susceptible to being biased by the respondents' desire to . S

answer‘the questmon accordlng +o. the: expectatlon ‘of the
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respondents’ superior, making such a process suspect and not worthy
of acceptance.

with respect to toll, 2ZUM, and local usage charges, IPA
states that because there 1s no adjustment for these charges,. it is
reasonable to believe that a very large proportion of 976 calls
fully recover underlying transport costs through generatren of ' ,
associated tell and ZUM revenue since such rates are set well abovew
cost. ‘ ‘ ‘ o NS
IPA statoes further that to?adopthaeitic's recommcndatiem -
would give Pacific an incentive to adjust a zubscribers 976 calls
rather than attempt collection of the charges and thus lead IPs
into believing that on all adjusted calls Pacific had sinply e
elected to make the adjustment rather than to verify the 1eg1t1macy‘ :
of the adjustment request. . .

IPA states that the only argument advanced by Pacrflc E
that the IP should be recharged for transportr brlllng, and
collection costs on adjusted 976 calls was the unsubstantaated .
claim that failure to do so would lead to-Paci:ic's general body'of‘ﬁ
ratepayers subsidiz;ng IPs and that this assertlon 'was’ strrcken
from the recoxd. : s

, Flnally, IPA asserts that the answer to the problem of |
transpcrt, billing and adjustment costs assocxated with adjusted
976 .calls is not to place new costs . on IPs struggling. to suxvive’
such matters as additional newiy applied federal excise taxes and
the costs of blocking, but rather to«implement a coherent ‘ .
adjustment policy reduclng the number of requests for adjustments _
to a legitimate level. IRA recommends that, after proper notrce,‘
the Commission (1) elimznate the, availabillty of. adjustments for- so
called'”unauthorlzed” 976 calls and (2) llmrt adjustments to a.
period no»longer than 60 days prior to the date that an.adju tment
wasrrequested byvthe subscrlber s oo ‘ ,
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Sable

Sable states that D.87-08-064, which granted rehearing of
Resolution T-12015, placed a burden on Pacific to justify a
departure from the policy adopted in D-85-11-028, and that Pacific
failed to support any such change. Sable states that D.85-11-028
approved a negotiated set of 976 IAS tariff revisions while
recognizing that the ”billing and transport” charge included a

provision for processing bills and dealing with subscribers seeking'q_gp.f“w

adjustments, with the understanding that the differences between
the amounts paid by 976 callers‘and ‘the amount remitted to IPs
created a substantial contribution or subsidy flowrng rrom the 976.
‘service to basic telephone services. : ]

. Sable states that in D.87-0 8-064 we: stated that the -,f
lanquage of D.87-01-042 dld not mndlcate that we ' intended to-change
' the adjustment policy or the matter o! the chargeback of: brlllng E
and transport charges, and: that Paczfzc s action in f;llng its. |
taritt authorlzing the IPs account: £o.be charged £or the transport
and billing share of each adjusted call thereby unalaterally
increased the amount'of the 976 subsidy to other aspects of
Pacific’s business. : ‘

Sable states that the declsxon to grant rehearang also
‘placed the burden on Pacific to. justlty a departure from the '

permanent adjustment pollcy adopted in D,87-01-042 and that Paczfzc f?“nﬁ

failed to present’ any evidence which supports elther chargzng the
IP for the brlllng and transport share o: an adjusted call,: ox’
chargang “the IP .for the purported cost of maklng adjustments. _
Sable urges that the, matter- be resolved by orderrng that the status
quo for adjustments be marntalned.‘ Sable also argues that the
evidence presented by Paci:ic was’ wholly 1nadequate. It states
that Paca:;o's witness, though arguing ‘that to not: charge the IP.
for an adgusted 976. call would result in a- subsrdy £rom other .

Pacific services to the IPs, was unable to quantrry the subsady or f“”‘l

to provxde any basas for anreaslng it above current levels.
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Sable argues that there was no evidence presented to
support the implicit assertion of Pacific that it bears no¢
responsibility for the calls that are ultimately adjusted, let.
alone any evidence supporting Pacific’s underlying assumption
that the level of 976 contribution should be increased by making
IPs pay a part of the overall cost of the service which, up to the
present, has been paid for by the not inconsiderable income
received by Pacific in excess of cost. .

Sable states that the evidence does not establish what. (
Pacific’s actual costs for making adjustments are. It argueS'that‘mw'
the testimony was fundamentally flawediin_tnatuthe~£iguresl
presented to support the costs. submitted would-require no new
service representatives, but that, if the numbers are correct, -
almost 50 people were . work;ng tull tine durxng the last half. of

1987 to adjust 976 calls. - (Twenty minutes pexr adjustment per month j"{f”u
during the second half of 1987 (Exhibit 4,-p. 1) equals,about S, 000 {u

person—hours per. month of adjusting by zndividuals who work about
4=6 hours of actual "work-tine' per. 44y (Exhlbit 7, p- 5). durlng
months with an average of. about: 22- business daysha month).

Finally Sable. argues that the evidence'of Pacific’s
actual blll;ng and. transport costs were also flawed. partxcularly
since the costs reported may ‘or: nay'not have lncluded expenses.
‘which are not reversed when a 976 call is adjusted (1.e-, Z0M and
toll charges) and the costs are based on assumptzons as to tne .
numbexr of 976 oalls. ' ST e

Pac;flc asserts. tnat lt should be allowed to recover from
the IP, on a per call basas, its oombxned cost of bllling and
transport and the cost to process such adjustment, An. addltzon,to
the original amount- of the 976 call remitted to~the Ir. Pacxf;c ,
states that the conblned .cost.-. of bdllxng and transport and. the cost
to process. an. adjustment is identical whetner the 976‘call is $2.00V
or $. 55 per call- ) : ‘ ‘ ' :

B .
P
Lo
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Pacific states that its recommendation for recovering its

costs on a per call basis will more fairly place the burden of such

costs on those IPs that are directly invelved with specific calls
being adjusted and recharged. Pacific states that by adopting its
recommended policy, those IPs not responSLble for the adjustment
would not be penalized.

Pacific argues that the business and advertising

practices of certain IPs incite minors and unauthorized parties to

make 976 calls and are thus responsible“for the mounting number of
adjustments. Because the number of’ adjustments has escalated,
Pacific believes that ‘the IPs responsible' for making the adjustment
should alsc be reSponSLble fox: the costs involved, including any
costs for transport and billing. : S '
With respect to the IP position that tovchargeback the
entire transport and billing charge for an adjusted call would put
many IPs out of bus:.nessr Paci:ic-asserts that AT is a buSiness _
decision on the part of an IP to set ‘the charge for a 976 call and .
should it become necessary, to charge more for a call to cover any
costs for making adjustments. Tt is also a’ business judgement to
change buSinesS~and advertising practices in order to minimize or

eliminate the need for. adjusting calls. Pacific ‘asserts it has no :

more control over these business decisions than" it has over control
of the content af the IPs’ message. ' . I :
mf ‘ ’ " ‘ .A ' ! . ,:‘ "A",‘ . ; e
GTE supports the‘position of Pacific. GTE states that

the cost to transport a "local” call should be treated the same as~.ﬁt
the cost tovtransport a toll call. "GTE states that in D.87-01-042

the Commission made clear that customers seeking 976 adjustments
would not be excused from paying toll charges.r It states that:
under the 976 tariff rate structure, usual 7local”. usage'charges

such as ZUM and MMU are not. separately billed, but are included in

the telephone company s hilling and transport charge’ (i.e.r the’

portion of the,vendor charge which the telephone company retains);f:xﬁs
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and thus if the telephone company did not recover its local
transport cost in the 976 adjustment, the anomalous situwation would .
be created where the telephone company would recover its transport

costs for a long distance (or “toll”) call but not on a local call. 1 ‘

It states such a result would be unjust.

GTE argues that there are costs incurred by the utllzty
in making adjustments that were not contemplated with the
introduction of 976 service and consequently not built 1ntorthe
rate structure.. Because the adjustments wexe not caused by the 976
service but rather by the conduct of: several IPs, GTE states that
it would be more just to have the IPs make: the: 976 revenues whole
with respect to adjustment costs. as: opposed: to- d;mlnzshlng the |
contribution of the service to the defrayal or ‘costs for baszc
telephone service. ‘ ST : , o

GTE states that . Paciflc's methodology to derive ltszcost
estimates was. reasonable and that the $.60: estimnte for transport

and adjustment,of a call' is’ not unreasonable., GTE, states’ that the Qf,

IP argument that to - allow the utilities to ‘recover their'costs of
processing an adjustment would: give them an- incentive to-adjust a’

call and recharge the. IP"is incorrect in that none of the: operatlng ‘%";ﬁ

expenses used. in the annlysms contain.any prorit margln.‘
DRA.reconnends that the IPs be oblxgated to pay for the
. full amount of credit . given.by~the carrier to-the're51dent1al
.subscriber under: the one-time'adjustment pol;cy enunc:ated ;n .
D.87=01=-042. DRA: states- “that this. method is. the faxrest and
- simplest to adminlster.ﬁ DRA.statesithat ‘since Paclflc lncurs 2 .
cost to make an adjustment,,to chnrge bnck the total cost onIy
insures that: Pacxfzc does not sustaxn a loss. DRA asserts that 1ts
’ recommendntzonnls a reasonable.comprom;se between the expected
‘position of the-IP industxy and Pacific. . i . | ‘

DRA also-recommends that the cherqe back pollcy be o
prospectzve and only apply to calls-(wh;ch are later ad}usted) mnde b
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after the effective date of the order in this proceeding. DRA
states that a prospective approach will alleviate the IPs
predictions of ”“doom” to their industry if the IP is required to
pay the full adjustment made to residential subscribers.

DRA states that the concerns of the IPs regarding abuse
of the adjustment pollcy will also be mztlgated by the ava;labllzty
of mandatory blocklng provided  in D.87-12-038..

DRA argues that there are sound polmcy:reasons foxr
supporting an adjustment system where the billing and transport
charges are entirely absorbed by the IPs. DRA states that in
D.87-08-064, wherein. we: ordered rehearxng, we stated that one of .

. the options available atter: receapt of the evadence was adoptlng
the approach Pacifac advocated in Advice Letter 15224, where -
billing and transport charges are entxrely absorbed by the IPs..
DRA. states that.976 IAS is & ”transport ‘and ball;ng service whlch
Pac;flc provades-to IPs and once ‘a.call is. completed,.the«utxlqu
has fulfilled its obligation to the- IP.  If.the residentxal

supscriber is dissatisfied with the productrfor‘whatever reason andff
meets the criteria for an.adjustment,'DRA.argues that the burden o:fw e

that adjustment should :all on:. the IP who provided the" p:ogrammang

since the utillty has pertormed its contractual duty and there is, o

no rational . basis not to-compensate the utll;ty for the servxce lt

has provmded._- : : L nl : ‘
DRA.stateS'that at is approprzate to put the. adgustment

risk on the. provmders ot the product, the IP; DRA.argues that the

subscriber ‘asking £or an adjustment is‘not. unhappy wmth.the service |

provided by Pacific but rather with the IP'S product.. Accordlngly,tfﬁVlﬂ_
the . cost of the full credit or adjustment should fall on ‘the IP-“_"*Fﬂ

‘ CWith respect to-Pacarmc's»showang of- data on ats costs,
DRA,states that even’ though the data Lntroduced had some flaws,
some valid concluszons ‘may be drawn azter allowang for a maxg;n of.

erroxr. Poantlng out “that Pacifac 1ncurs the~same admanastratxve ”Tfﬁ
- costs to adjust a $2 00 call and a’ 3‘55 call (5.53 as- contrasted toi




A.87=05~049 ALJ/BEB/fs

only $.08 for transport and billing), DRA recommends that an
effective compromise wollld be to allow Pacific to chargeback only
the total amcunt of the 976 call. That is, Pacific would not
recover its total costs on all calls adjusted. DRA states that
such an appreoach would be mach more practical and easier to
administer since there would be no necessity to concoct a formula
for add;ng up costs that are something less than precise.

DRA recommends that its proposed‘chnnge in the chargeback”‘d

policy be prospective'onlyland that calls made by subscribers after
‘the date of this order in this proceeding:would be eligible for
full chargeback. DRA-states that this appxoach would be
fundamentally more fair than having all. requests for adjustments
handled under”a mew policy after the date of ‘the: order. .DRA favors

this approach,sxnce adjustment requests can 1nvo1ve calls made some 'E_f‘m

time before a change in the’ adjustment polxcy and would allev;ate
any hint of retroactxve ratemaking.

Finally, DRAAstates that the: IPs concerns regardlng the

high rate of adjustments should be mitigated by the availability o i
mandatory blocking to be imposed on,subscribers refusing to~pay 976¢fﬁpﬁ

charges atter'receivinq a one-tlme adjustment as provided 1n
- D. 87—01-042. ' ' ' = :
‘ The ultimate questlon thbe resolved in tb;s controversy
is whether the utility- should absorb the cost of transport and
billing and the. cost-of adjusting 976 calls-or whether the: IP’jHT‘v
respons;ble for.the adjusted ‘call should absork this costi _
The adjustment. polxcy’adopted in D. 35—11—023, and made
permanent in- D.87-01-042, was made after. extended publzc hearznqs
reqardlng all facets. of 976 TAS servxce.;ga." 8 = _
In grantxng rehearxng of Resolutzon T—12015 in °
D.87-08-064 we stated.v ‘

"Therezore, we will . order that in thls L
rehearing, Pacific shall submit evidence on its
actual billing and: transport_costs,las well as.
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its actual costs of making each adjustment.

v ) ' . 0 W q ) W,
ha_5LJuxﬂxﬂﬂ%%Lens_iA:a_uxmmt_lxuﬂartg_szaxz_a

our original approach”. (Emphasis added.)

To alleviate the potential abuse of the adjustment policy as
alleged‘by the IPs, that decision also orxdered Pacific and GIE to
file revised tariff sheets reinstating the one-time adjustment
policy existing prior to the adoptmon of Resolutzon m-lzols.‘

After carefully reviewing the record’ herein, we are
convinced that there are compellzng reasons for returning to the’
adjustment policy enunc;ated mn D. 87-01-042 and approved by |
Resolution T-1201S. . R -

In subscr;blng to 976 servmce, an IP*agrees that: the‘
utility should ke fully*compensated ror furnishing the. transport
and billing of a 976vca11.‘ Once the call bas been completed, the
utility hastperformed the servzce it agreed to perform-< Should ;o
the utility not satlstactorily complete the- call subsequently bmll
the' caller and remit to-the IP the agreed amount for the call,

it should be required to'refund the. agreed amount of compensatzon.}uff,

. The IPs. are businessmen who-presumably entered ‘into the
busmness of providlng 976 IAS service wmth ‘their eyes -open. They
are solely responsible for the message ‘content: of.a 976 call- and
the price of the call. Just as the’ IP. exercises its bus;ness _
judgment to set the price. of a 976 call, dt ls free to~exerc15e
that same discretion when: faced w1th the necesslty or recover;ng
-add;tlonal costs of domng buslness., : o

' Further,.thh.the ava;labxllty'of optlonal resmdentmal
blocking of 976 ‘service and- mandatory blocklng for customers who-
refuse to pay 976 charges atfter recemv;ng A one=time adjustment as
ordered by D.87-12-038, ‘the high rate of, adjustments should
subtantlally declmne.- with' the decllne 1n.adjustments, the
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concerns of the IPs regarding the possibility of being driven out
of business because of the dollar amounts involved, should be
substantially reduced. ' '

With respect to the IPs’ allegation that Pacific’s _
showing of costs was totally inadecuate, Paciric incurs the same °
cost for the billing and transport of a call, be it a $.55 call or

a $2.00 call. The cost to adjust a call is also the same.. Though pfv

the Pacific witness was- unable to quantity the number of loW'price
calls adjusted versus the higher priced calls, it isiclear“that

Pacific does not-recover all of its costs in adjusting a low pricedpf"“

call. Accordingly, we agree with.DRA.that smnce Pacific does not.

recover its costs on all adjustments, an effective~compromise would%iﬁ‘ g

allow Pacific its original charge to«the IP for each: adjusted call. .

Such a procedure would be much easier and less costly‘to administer. . Lo
without the .need of concocting a convoluted !ormula anOlV1nq costswﬁﬁw

that are something. less than precise.

Pursuant todSection 311.0f the Public Utilities COde, the'w#"”

Administrative Law-Judge's (ALJ) proposed decision was served on
the participating parties on.March 17, 1988..° Comments on the’
proposed decisxon were' received from IPA and the Commission’s DRA. -
(The DRA‘s comments delivered to~the Commission’s Docket office

were not accepted for filing because the certizicate of service was}[;{ﬂ]
inadvertently omitted from the oriqinal and 12 copies. ‘On April &, ..

1988, DRA filed its motion to. accept the comments for riling _
pursuant to Rule 77.5 of the Comnission's Rules or Practice and
Procedure. The' !iling should be accepted since no- party would be
prejudiced with their acceptance-) '

In its comments, TIPA noted that the Proposed Decision did.ffvf'

not address the Go-day lim;tation on.adjustments discussed in -

D.87-08-064. - That decision required that the’ parties con!er and
propose an appropriate form~ of customer notice concerning the ,
60-day time limit.on the one—time adjustment policy. .The. parties
subsequently held meetings, but no proposal was submitted to-the
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Commission. Thereafter, on September 25, 1987, DRA filed a
Petition for Modification of D.87-08-064 requesting that the
implementation of the 60-day time limit on adjustments be
reconsidered or at least postponed, pending availability of
blocking. We agree with DRA that the item should be postponed
pending further hearmngs. ,

Given the range of new developments regardlng these
sexvices (including the availability of 976 blocking and the
widespread publicity associated with it), we wodld“like to
reexam;ne whether our refund polxcy ztself may- requ;re revisions.
We will permlt part;es to raise tne issue of whether the policy
requires ref;nements during the hearlngs we wmll schedule’ to
‘address the allocatlon of. block;ng costs (in . XI. 35—04-047). In
particular, we are concerned about the extent-to which' unzntormed
customers continue to.need a 11bera1 refund- pollcy as well as the
potentzal opportunxtxes for. abuse that such a- pollcy may. afford._
SR In its,comments and in an 'Emergency Mot;on' flled
April 20, 1988, IPA chnllenges the~re£erences.to—900 serv1ce

Sontained in the ALJ’S proposed .decision, on the" grounds that these fufhﬂ

references are based on.matters outszde the :ecord.',
' We have considered the comments. submitted and are of the
opinion that the ALT’S. proposed decision- should be- modzt;ed to

delete references ‘to Pacific’s 900 service, in"all other respects,_~95 -

the ALT’s proposed decxslon is. adopted. .
. aw , ‘ .

1. D.85-11-028. dated November 6, 1985 authormzed Pac;fxc, on }"”

an interim basis, to provide for a. one-t;me adjustment for 976
calls. appearing on res;dentxal subscribers’ b;lls. ‘

2. D.87-01-042 dated J'anuary 14, 1937 made the adjustment
pollcy enunc;ated in D. 85-11—028 permanent wh;le addlng the
,ava;labilmty of: a one-t;me adjustment when (1) the custoner dzd not
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know that 976 billing charges applied, (2) for calls by a minor
child without parental consent, and (3) the calls were not
authorized by the subscriber.

3. Pursuvant to D.87-01-042, Pacxf;c filed Advice Letter
15224 on February 13, 1987. Advice Letter 15224 was approved by
Resolution T-12015 on April 22, 1987.

4. D.87-08=-064 dated August 26, 1987 resclnded the
authorization granted by Resolution T-12015 and ordered rehearing
to develop evidence relevant to the issue of hoW’Paciric's.billing'":
and transport charges should be treated in the context of the 976
one-time adjustment policy. ‘ L : :

- 5. Whether to allow the telephone utll;ty to recover its
combined cost of billing and transport and the cost of mak;ng an
- adjustment is a policy decision. ' . : ' N

6. The problem oz'adjustments is a problem related towthe -
business conduct of a segment of" the IP: Lndustry and’ lslnot related
to the 976«service as a whole. S o —_— - R

7. 'The business practices, 1ncluding advertismng and messagefW
content, of the IPs-were the prime reason tor the complexnts ‘
received: and consequent need to adjust the complaxn;ng subscribers
blll. ' - : : S \ e

. 8. The- agreement with the utxlity under the terms‘of the
filed tarlfr is that the util;ty will provide 'bxll;ng and -
-transport' service for completlon of an’ ‘IP’s 976 call. ~

-~ The utllity providzng 976-service is not- responslble tor
the " requests fLoxr. adjustments :rom complainlng subscr;bers.-,.

‘10. There are costs incurred by the’ utility in maklng

adjustments that were not contemplated with the' introductlon or 9761””ﬁT:

. service and consequently not built into.the 976- rate structure.‘ i
11. Given the availability of blockdng, it ls~reasonable to
allow the utllity to adjust the total amount of a 976 call on a \
prospective. basis,since the . demands for. adjustments,should be
substantially reduced or entlrely elimlnated. ' :
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Conclusions of Taw

1. Without regard to the cost to adjust a2 976 call and the
cost of transport and billing, the decision of who should bear the
cost is a policy decision. ' :

2. The business practices of certain IPs are responsible for
nounting requests for adjustments.

3. The IP responsible for the adjustment request should Py
for the full amount of the adjustment credit given to a resxdent&al
subscrlber for a 976 call.

4.  Pacific should refile its advice letter to provxde
dekiting the partmcular 1P account for the amount of 2 976 call
adjusted on a residential subscriber’s bill.

5. DRA’s Petition zor’Modi:ication ef D. 7-08-064 should be
granted, pendzng further hearlng. '

IT. IS-ORDERED that: :

1. Pacific Bell: and GTE Cali!ornia, Inc. shall fxle not
later than,lo days ‘after the effectiva date ot this decls;on an
advice letter ‘revising the assoclated.tarlft sheet to prospectxvely
provide that all one-time adjustments for 976 calls shall be
recharged Ln full to‘the approprmate Intormatlon Provmder's

' account.

2.  The advice letter shal;fbe~e::éctivé{5jdaYS-azterj
£iling. v s ;- . :
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3. DRA’s Petition of Modification of D.87-08-064 is granted,
consistent witlf'the preceding discussion.
This order is effective today.
Dated April 27, 1988, at San Francisco, Californi;.

STANLEY W. HULETT
President
DONALD VIAL
FREDERICK R. DUDA
G. MITCHELL WILK
JOHN B. OHANIAN
Commissioners

I wﬁll file a concurring opinion..

/s/ G. MITCHELL WILK
Commissioner

T CIRTIY TMAT THIS DECISION -
WAS AFPOVED BY 'HE ABOVE
co,vvw'ss ONZRS. TODAY.‘

(/«i«/ / it ”4

N "e.::er, :.v.ocu.xvo Dsrec'or

/016




A. 87-05-049
D. 88=04=077

G. MITCHELL WILK, Commissioner, Concurring:

Our policy decisions regarding 976 have been difficult
to reach. We have attempted to balance the desires and
complaints of consumers along with those of the information
providers and the local telephone companies in trying to develop.
a viable information age service. X believe that we still have a
distance to go before we will have a product that serves
consumers well while providing a legitimate and stable
oppertunity for investors.

I believe that it is economically appropriate for the
information providers to bear the costs of legitimate refunds.
In this way, individual providers can determine which programs_d:

business practices arxe too troublesome to be worth pursuing giveqwﬂ BRI
the social protections we must offer. Therefore, I am supporting .

this decision.

However, the advent of blocking has given consumers a
new and useful tool for controlling access to 976. Also, our
refund policy has'been.widely publicized‘along with the problems |
that some consumexs have encountered. This publxcxty and our
policies have presumably armed many consumers against the risks
they faced in the early days of 976. On the other hand, the
continuing protests of the information providers point to the
real possibility of substantial abuse of the refund palzcy, a
problem that publzcxty nay be accentuat;ng.

I look torward té themupcoming»hea:ings at which we
will examine whether modifications to the refund policy may be |
appropriate due to changed circumstances. I believe that such a -

reexanination is the logical next step‘to follow today’srdeczslon
as to how to allocate the - costs. '

Aprll 27, 1988
Franc1sco, CAllfornza
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pecision S8 04 077  APR 27 1988

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE

In the Matter of the Application for
Rehearing of Resolution No. T-12015.

)
)
)
In the Matter of Resolution No. ) Applicatign 87-05~045
T-12015: Commission Approval of ) (Filed May 26, 1987)
Pacific Bell Advice lLetter No.’ )
15224 and Denial of Protests of )
Omniphone, Inc. and Sable )
Communications of California, Inc. )

)

Earl Nicholas Selby, Attorney at LAw, for
‘ omniphone Inc; applicant.
William F. Andexson, ‘Attorney at/lLaw, for
Pacitzc Bell. real party in jgnterest.
» Attorney ¥t Law, for
Information Providers Assogiation;.
McDermott, Will & Emery, by Lee L, Blackman,
Attorney at law, for Sablé Communications;
and Richard E. Potter, Aftorney at law, for
General Telephone Compafdy of California;:
interested parties.
\thleen Kiernan-Harrinagyon, Attormey at Law‘,
and Richard shankey, /for the Division of
Ratepayer Advocates : ‘ : ‘

The genesis ot h ik proceeding stems from our
investigation (X.85-04-047) into the problens emanating with the
introduction of Pacific : ll's (Paczrxc) 976 Information. Access
Service in 1983. In De dsion (D.) 85-11-028 dated November 6, L
1985, we authorized Pagific to amend its 976 IAS tariff to provn.de, L
on an interim bas1s ayid under spec;fic cond;t;ons, for a one-tzne ﬁ*“‘
adjustment for 976 cAlls. appearing on resxdential subscribers't R
bills. By D.87-017042 dated January 14, 1987, we made permanent
the policy adopte: in D 85—11-028 except that'
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concerns of the IPs regarding the possibility of being driven out
of business because of the dollar amounts involved, should be
substantially reduced.

“With respect to the IPs’ allegation that Pacific’s
showing of coets was totally inadequate, Pacific incurs the same
cost for the billing and transport of a call, be it a $.55 call or .
a $2.00 call. he cost to adjust a call is also the same. Though
the Pacific wztﬁ'ss waS-unablento‘quantity the number of low price
calls adjusted vergus the higher pricedvcalls; it is clear that
Pacific does not recpver all of its costs in adjusting a low priceé
call. Accordingly,c>e agree with DRA that since Pacific does not '
recover its costs on arq adjustments, an effective compromise would
allow Pacific its orxginhl charge to the IP for each adjusted oalI..f

Such a procedure would be uch easier and less costly to‘adminzster ftf‘ ”

without the need of concoct g a convoluted formala involvzng oosts'

X T
that are something less than precise. S : N

F;nally, on.November\Lgt 1987 - Pacific rxled its new
900~ Information Calling Service tariff which is designed to
provide callers with access to live and adult entertainment

1

service on speci:;cally des;gnated pre?ixese ‘A subscriber would be@.’t’

able to delete access to a. prefix and ﬁts.associated subcategory of
information services. If this tariff otﬁerinq 1seapproved and
service is introduced, the need £or adjust&ng 976 calls should

) diminish or be ellminated entzrely since the\majority of
residential complaxntsrlnvolve thxs type ot seryice.

1 The Inzormation Call;ng Services is a new‘intra-serv1ce area
call transport. and billing service for Information Providers of |
recorded broadcast, interactive messages and videotex, and sponsors
o: live: ‘grouptelephone conversations. ; "

‘-,13f4
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concerns of the IPs regarding the possibility of being driven out
of business because of the dollaxr amounts involved, should be
substantially xeduced.

with respect to the IPs’ allegation that Pacific’s
showing of costs was totally inadequate, Pacific incuxs the sane
cost for the billing and transport of a call, be it a $J55 call or
a $2.00 call. The cost to adjust a call is also the e. Though
the Pacific witness was unable to quantify the :2?bé:s:$ low price
calls adjusted versus the higher priced calls, is cleaxr that =
Pacific does not recover all of its costs in xdjusting a low priced
call. Accordingly, we agree with DRA that since Pacific does not
recover its costs on all adjustments, an dffective compromise would
allow Pacific its original charge to IP for each adjusted call.
Such a procedure would be much easiep’and less costly to administer
without the need of concocting a cofivoluted formula involving costs(,
that are something less than preoise.

Finally, on November A6, 1987 Pacific filed its new
5001 Information Calling: sexvice taritf which is des;gned to

provide callers with access /Lo live and adult entertainment servxceﬂ,f

on specifically designated/ prefixes. A subscriber would be able to
delete access to a prefix and its associated subcategory of
information sexrvices. T this tariff offering is approved and .
service is introduced;, the need for adjusting 976 calls should
diminish or be eliminated entirely since the majority of
residential complaints involve this type of service.

_ Pursuapt to Section 311 of the Public Utilities Code, the,; e

Administrative Yaw Judge’s (ALJ) proposed decision was served on
the participating parties on Maxrch 17, 1988. Comments on the

1 The Information Calling Services is a new intra—servxce area
call transpoxt and billing sexvice for Information Providers of =
recorded broadcast, interactive messages and videotex, and. sponsors
of live grouwp telephone: conversations.

- 13 -
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concerns of the IPs regarding the possibility of being driven out
of business because of the dollar amounts involved, should be
substantially reduced.

With respect to the IPs’ allegation that Pacific’s
showing of costs was totally inadegquate, Pacific incurs the same
cost for the billing and transport of a call, be it a $.55 call or
a $2.00 call. The cost to adjust a call is also the same. Though
the Pacific witness was unable to quantify the number of low price
calls adjusted versus the higher priced calls, it is clear that

Pacific does not recover all of its costs in adjusting a low priced .

call. Accordingly, we agree with DRA that since Pacific does not
recover its costs on all adjustments, an effective comprommse would
allow Pacific its original charge to the IFP for each adjusted call.
Such a procedure would be much easier and less costly to admlnxstcr
wzthout the need of concocting a convoluted formula 1nvolv1ng costs
that are something less than precise. ’

Pursuant to Section 311 of the Public Utilities Code, the

Administrative Law Judge’s (ALY) proposed decision was served on.
the participating parties on March A7, 1988, COmments on the -
proposed decision were rece;ved from IRA and the Commission’s DRA.
(The DRA’s comments delivered to the Commission’s Docket office
were not accepted for filing because the certzricate of service was
inadvertently omitted from the orlginal and 12 copies. On April 8,
1988, DRA filed its motion to accept the comments for £iling
pursuant to Rule 77.5 of the Commission’s Rules of Practice and
Procedure. The filing should be acccpted since no party'would be
prejudiced with their acceptance.)w ‘

In its comments, IPA noted that the Proposed ‘Decision dxd
not address the 60-day limitation on.adjustments discussed in
D.87-08~064. That decision requxred that the partles confer and
propose an appropriate form of customer notice concerning the
60-day time limit on the one-time adjustment policy. The part;es
subsequently ‘held meetings, but no proposal was submitted to the
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Pindi ¢ Fac

1. D.85-11-028 dated November 6, 1985 authorized Pacific, on
an interimi basis, to provide for a one-time adjustment for 976
calls appeaning on residential subscribers’ bills.

2. D.82-01-042 dated January 14, 1987 made the adjustment
policy enunciat‘e'in D.85-11~028 permanent while adding the: n
availability of a one-time adjustment when (1) the customer did not
Xnow that 976 bi:}lng charges applied, (2) for calls by a minor
child without parental ‘consent, and (3) the calls were not
authorized by the sub criber.

3. Pursuant to D.87-01-042, Pacific filed Advxce Letter
15224 on February 13, 1987. Advzce Letter 15224 was. approved by
Resolution T=-12015 on Apgil 22, 1987.

4. D.87-08-064 date August 26 1987 rescinded the
authorization granted by Resolution T-12015 and ordered xehearlng o
to develop ev;dence releVantjé ‘the issue of how Pacific’s bxlllng i]
and;transport‘charges should“be reated in the ‘context or the 976 ;EV“
one-time adjustnent policy.‘ : : :

S. Whether to allow the telephone utility to recover 1ts'
comblned cost of billing and" transpo\ and the cost of making an
adjustment is a policy decision. ‘

6. The problem of adjustments is a\problem related to thev-*‘
business conduct of a. segment of the IP industry and is not related
to the 976 servn.ce as a whole. - '

7. The business practices,’ lncluding advertisxng and messagegftnp ;1

N\
content, of the IPs were the prime reason for th complalnts

received and: consequent need to—adjust the complainlng subscrlbers o

b‘lll- : ' * : ' Sk e
8. The agreement witn‘the utilitybunderﬂthe terms\ot‘tne:.;'

filed tariff is that the utflity will provide #billing and |

transport” service for completion of an IP’s 976 call. '

9. The utility providing 976 service is not responsible :or*ﬁﬁ -

the requests for adjustments :rom complnlnlng‘subscribers.
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proposed decision were received from IPA and the Commission’s DRA.
(The DRA‘s comments delivered to the Commission’s Docket Office
were not accepted for filing because the certificate of sexvice was
inadvertently onmitted from the original and 12 copies. On April 8,
1988, DRA filed its motion to accept the comments for filing
pursuant to Rule 77.5 of the Commission’s Rules of Practice and
Procedure. The filing should be accepted since no party would be
prejudiced with their acceptance.)

We have considered the comments submitted, which
essentially reargqued the parties’ positions, and are of
that the ALJ’s proposed decision should be adopted.
Findings of Fact :

1. D.85-11-028 dated November €, 1985 authorized Paciftic, on,'
an interim basis, to provide for a one-time adjuétment for 976 '
calls appearing on residential subscribers’ bifls.

2. D.87-01-042 dated January 14, 1987 made the adjustment
policy enunciated in D.85-11-028 permanent’while adding the \
availability of a one-time adjuetment,w en (1) the customer did not’
Xnow that 976 billing charges applied/ (2) for calls by a minor
child without parental consent, and 3) the calls were not
authorized by the subscriber.

3. Pursuant to D.87-01-04 , Pacific~£iled Advice Letter
15224 on February 13, 1987. Advice Letter 15224 was approved by
Resolution T=12015 on April 22, 1987.

4. D.87-08-064 dated/August 26, 1987 rescinded the '
authorization granted by Resolution T-12015'and ordered rebearing
to develop evidence relefant to the issue of how Pacific’s billzng 3
and transport charges ghould be treated in the context of the 976
one-time adjustment policy.

5. allow the telephone utility to recover its
combined cost of Yilling and transport and the cost of maklng an
adjustment is a : :
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Commission. Thereafter, on September 25, 1987, DRA filed
Petition for Modification of D.87-08-064 requesting that xhe
implementation of the 60-day time limit on adjustments Ve
reconsidered or at least postponed, pending availabiljty of
blocking. We agree with DRA that the item should postponed
pending further hearings.

In its comments and in an ”Emergency'n ion” filed
April 20, 1988, IPA challenges the references to 900 service
contained in the ALY’s proposed decision, on Yhe grounds that these
references are based on matters outside the/record. h

We have considered the comments ubmitted, and are of the
opinion that the ALJ’s proposed decision/should be modified to ‘
delete references to Pacific’s 900 servdce: in all other respects,
the ALJ’s proposed‘decision is‘adopte ..
W' i .

1. D.85-11-028 dated Nov * 6, 1985 authorized Pacific, on
an interim basis, to provide for A one-time adjustment-ror 976 -
calls appearing on residential scrlbers’ bills.

2. D.87-01-042 dated January 14, 1987 made the adjustment
policy enunciated in D. 85-11 028" permanent while addlng the .
availability of a one=time Adjustment when (1) the customer dia no:*‘
know that 976 billing charges applxed, (2) for calls by a minor
child without parental cgnsent, and (3) the calls were not '
authorized by the subsgtiber.

.87-01~042, Pacxflc filed Advice lLetter
15224 on February 13/ 1987. Advice Letter 15224 was approved by
Resolution T-12015 /on April 22, 1987.

4. D.87-08£064 dated August 26, 1987 resc;nded the
authorizatioen . nted by Resolution T-12015 and ordered rehearing
to develop evidence relevant to the issue of how Pac;tlc’s bxllzng
and transport/charges should be treated in the context of the 976
one-time ad stment policy.
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10. There are costs incurred by the utility in making
adjustmeQFs that were not contemplated with the introduction of 976
service and consecquently not built into the 976 rate structure.

11. Guven the availability of blocking and the possible
introduction\of new 900 tariffed. service of Pacific for live and
adult enterta nment, it is reasonable to allow the utility to
adjust the tot 1 amount of a 976 call on a prospective basis since
the demands for adjustments should be substantially reduced or
entirely elxmlnat d.
conclusions of Law j

1. Without regard to the cost,to'adjust a 976 call and the |
cost of transport and \billing, the. deczsmon of who should bear the'
cost is a policy deczsi N

2. The bus;ness Qractices of certaln IPs are respons;ble for '
'mountlng requests for adfhstments. ‘ ' ‘

3. The IP responsible for ‘the adjustment request should pay ﬂ“] 
for the full amount of the" djustment credit given to a res;dentlal;*'

subscriber for a 976 call.

4. Pacific ‘should refile its advzce letter to prov;de
debiting the particular IP accénnt for the amount of 2 976 call
'adjusted on a residential subscr«ber’s b;ll.wr X

IT IS ORDERED that: -
1. Pacific Bell and- GTE Calizorn a, Inc-,shall flle not
later than 10 days after the e::ective date or this decision an :
advice letter revxs;ng the-associated tari:t sheet. to-prospect;velyﬁupf
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6. The problem of adjustments is a problem related to the
business conduct of a segment of the IP industry and is not related
to the 976 service as a whole.

7. The business practices, including advertising and message
content, of the IPs were the prime reason for the complaints
received and consequent need to adjust the complaining subscribers
bill.

8. The agreement with the utility under the terms the
filed tariff is that the utility will provide *hilling
transport” service for completion of an IP’s 976 call”l

9. The utility providing 976 service is not/responsidble for
the requests for adjustments rrom-complainipg su‘gcribers. \

10. There are costs incurred by the utiXYity in making ‘
adjustments that.were not contemplated with/the introduction of 976
service and consequentiy not built into-tﬂ; 976 rate structure.

11. Given the availability of bloé%inq and the possible
introduction of new 900 tariffed servi;e of Pacific for live and
adult entertainment, it is reasonabie to allow the utility to
adjust the total amount of a 976 £Lall on a prospective basis since
the demands for adjustments shodld be substantially reduced or
entirely eliminated. ‘ '

conclusions of Law

1. Without regard: to~the cost to adjust a 976 call and the -“*[‘”,

cost of transport and biiiing, the decision,ot who should bear the -
" cost is a policy deciston.

2. The business practices oz certain IPs are responsible tor'i‘ikf

mounting requests fdé adjustments. y
3. The IP' sponsible for the adjustment request should pay - 4
for the full amodnt of the adjustment credit’ given to a residential
subscriber 105/3 976 call. :
4. Pacific should refile its advice letter to prov;de o
debiting g?e particular IP account for the amount of a 976 call
adjusted on a residential subscriber’s bill. '
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5. Whether to allow the telephone utility to recover its
combined cost of billing and transport and the cost of making an
adjustment is a policy decision.

6. The problem of adjustments is a problem related to the
business conduct of a segment of the IP industry and is not relxted
to the 976 sexrvice as a whole.

7. The business practices, including advertising and/hnessage
content, of the IPs were the prime reason for the conmplai
received and consequent need to adjust the complaining
bill.

8. The agreement with the utility under the
filed tariff is that the utility will provide ”bilding and
transport” service for completion of an IP’s 976¢/call.

9. The utility providing 976 service is/hot responsmble tor
the requests for adjustments from complaining subscribers.

10. There are costs incurred by the ytility in making
adjustments that were not cohtemplated with the introduction of. 976
service and consequently not: built into/the 976 rate structuxe.

1l. Given the availability of ocking, it is reasonable to
allow the utility to adjust the totAl amount of a 976 call on a ‘
prospective basis since the demangd’s for adjustments should be
substantially reduced or entirelds elzmlnated.

1. Without regard to rhe cost to adjust a 976 call and the .

cost of transport and billimg, the decision of who‘should-bear thg*"”

cost is a policy decision/ _
2. The business practices of certain IPs are responsible £or
mounting requests for Adjustments.
3. The TP responsible for the adjustment request should pay
for the full amouny of the adjustment credlt,ngen to a reszdentlal
subscriber zor a 576 call.
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provide that all one-time adjustments for 976 calls shall be
recharged in full to the appropriate Information Provider’s
account.

2. The effective date of the filing shall be 5 days after
£iling. ‘

This order \is effective today.
Dated \ , a4t San Francisco, California.
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QRDRDER

IT IS ORDERED that:

1. Pacific Bell and GTE California, Inc. shall file not
later than 10 days after the effective date of "'decision an
advice letter revising the associated tariff shéet to prospectively
provide that all one-time adjustments for 976 calls shall be
recharged in full to the appropriate Infornmation Provider’s
account. o ‘ :

2. The effective date of the f£iling shall be 5 days after
f£filing. o

This order is effective fXoday. :
Dated // , at San Francisco, California.
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4. Pacific should refile its advice letter to provide
debiting the particular IP account for the amount of a 976 call
adjusted on a residential subscriber’s bill. 4///Fa

5. DRA’s Petition foxr Modification of D.87-08-064" should be
granted, pending further hearing.

QRDER

IT IS ORDERED that:

1. Pacific Bell and GTE California, Inc. shall file not
later than 10 days after the effective dateof this decision an ‘
advice letter revising the associated tariff sheet to prospect;vely,
provide that all one-time adjustments foy’ 976 calls shall be
recharged in full to the appropriate I ormation Providex’s
account.

2. DRA’s Petition of Modification of D.87-08~064 is granted
consistent with the preceding d:scdés;on.

3. The effective date of t‘é filing shall be 5 days arter
£iling.

This order is eff %é today. | ﬂ |
Dated. b , at San Francisco, California. .

will £file a concurring dpinion.




